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INTRODUCTION 


The twenty-sixth edition of the Stikeman Income Tax Act, Annotated publishes the Act as consolidated under R.S.C. 1985, 
5th Supplement, effective March 1, 1994. This edition incorporates amendments made by Bill C-92 (S.C. 1997, c. 25), 
implementing certain measures announced in the March 1996 federal budget and the March 5, 1997 foreign reporting 
amendments [Bill C-92 was originally tabled as the December 5,-1996 Notice of Ways and Means Motion and then the 
March 3, 1997 Notice of Ways and Means Motion]. Also incorporated in this edition are Bill C-93 (S.C. 1997;'c. 26) which 
implements certain provisions of the February 1997 federal budget [Bill C-93 was tabled as the March 21, 1997 Notice of 
Ways and Means Motion], Bill C-70 (S.C. 1997, c. 10) which implements certain GST-related amendments affecting the 
Income Tax Act, and. Bill, C-5)(S.C.,1997,.c..12)..which implements hanger to the Act. made Rh the Bankruptcy and 
Insolvency Act. 


All amendments and Leia fet eee up to June 15, 1997 are Barothisted within this edition. Pctwdsd as éropbeed are 
the following: Bill C-69, which received first reading on December 2, 1996 and had not progressed further when the House 
of Commons prorogued in June 1997 [Bill C-69 was originally tabled,as a Notice of Ways and Means Motion on June 20, 
1996 and again on November 20, 1996]; the February 18, 1997 federal budget proposals; the October 2, 1996. Notice of 
Ways and Means Motion regarding taxpayer emigration; the November 18, 1996 Notice of Ways and Means Motion 
regarding tax shelter expenditures and matchable expenditure rules; the December 23, 1996 Press Release regarding 1997 
automobile deduction limits; the February 17, 1997 draft regulations regarding retirement savings, and the April A997 
draft legislation regarding unremitted source deductions. A complete list of pending amendments is provided in the Table 
of Proposed Amendments. 


To take fullest advantage of the information in this volume, the reader should-refer both to the annotations following the 
provision under consideration and to the annotations at the end of sections.,Occasionally annotations will also appear at the 
end of a group of related sections or at the beginning or end of a Part of the Act. The, qalesones of annotations, and other 
features of this Act, are discussed below. 


Readers will note that the Government has'not yet isitehsively revised the Regulations to teflect changed references to the 
Act. made by the: Fifth Supplement. We have therefore added the correct references in.square brackets, throughout the 
Regulations. 1i8e erey2 


At the end of the book, readers will find a comprehensive Topical ‘Tieden that includes many terms not Shaionnty found in 
the legislation, as well as wikgostis The index, as well as the annotations, reflect all the latest — legislation and draft 
regulations. 


Related Provisions 


Where other sections of the Act are relevant to the interpretation or application of’a particular provision, these are noted. 
Note that there are occasional Related Provisions within the “shaded boxes”; tying proposed legislation to other parts of the 
Act. , 


_History/Origin 


As noted below, the History: notes distinguish pre- -RSC ie oe rae, post: -RSC history. As always; the notes indicate the 
period of application and any special transitional rules that may apply. 


Whereas the Origin notes in pre-RSC editions of the Stikeman Income Tax Act, Annotated referred to the pre-1972 Act, the 
Origin notes in this edition are attached to provisions in the Act which have been added by the Fifth Supplement. These are 
typically found where in the previous Act one provision contained definitions that also applied to other Parts or provisions. 
In many such instances the Fifth Supplement added a new provision to that other Part or provision to more explicitly state 
the applicability of the definition. 


Selected Cases 


Leading cases follow the provisions of the Act that are most central to the point at issue. Each style of cause is followed by 
a case citation and a succinct one- or two-sentence digest of the case. The cases are selected, and the digests written, by 
Stikeman, Elliott lawyers under the direction of Richard Pound, Q.C. 


Definitions 


The Definitions annotations follow each section of the Act (except for certain Parts where the annotation falls at the end of 
the Part), and consist of an alphabetical list of the words and phrases in the section that are defined elsewhere in the Act, or 
other applicable legislation. 


Income Tax Regulations/Income Tax Application Rules 
Cross references are provided where relevant. References are also provided to Draft Regulations where applicable. 


Forms/ Interpretation Bulletins/ Information Circulars/ |.T. Technical News/ Advance Tax Rulings/ 
Application Policies 


Forms, Bulletins, Circulars, Technical News and Advance Tax Rulings are listed following the provisions to which they 
relate. To save valuable research time, the Stikeman Income Tax Act, Annotated provides the full title of these documents. 


With this edition, an annotation to Revenue Canada’s Application Policies has been added. 


Introduction 


Remission Orders 


Cross-references to Remission Orders are provided where relevant, and the full text of selected Remission Orders is repro- 
duced following the Income Tax Regulations. 


R.S.C. 1985, Fifth Supplement 


The Act is now properly cited as R.S.C. 1985, c. 1 (Sth Supp.) and the Income Tax Act Application Rules are cited as 
R.S.C. 1985, c. 2 (Sth Supp.). The Fifth Supplement, as amended by the Income Tax Amendments Revision Act (Bill C-15), 
is deemed to have come into force on March 1, 1994. Furthermore it is deemed to be of retroactive effect to December 1, 
1991; 


Although the sections of the Act have not been renumbered in the consolidation, there is considerable renumbering within 
sections. As the explanatory note to the Fifth Supplement states about the Income Tax Act and the Income Tax Application 
Rules: 


As a general rule, the existing provisions of both Acts have not been renumbered. As a result, provisions repealed 
after 1971 or omitted from the revision because they were spent may have left gaps in the numbering. The only 
structural changes made in the present revision concern certain definitions and some application and transitional 
provisions. 


Where one provision contained definitions that also applied to other Parts or provisions, especially if these were 
not in the immediate vicinity of the definition provision, the references to those other Parts or provisions were 
deleted in the existing definition provisions and new reference provisions inserted where they could be found 
easily. Where a definition applicable to the whole Act was found in a provision other than sections 248 to 260, it 
was made to apply only to its own provision or Part and a definition by reference was added to subsection 248(1). 


The Income Tax Act ... was practically the only important Act that continued to contain some series of definitions 
arranged in lettered paragraphs rather than being listed alphabetically in each official language. This situation was 
corrected in the present revision, and in the definitions that had to be rearranged, algebraic formulae were inserted 
where advisable. 


In addition to these more substantial changes there are hundreds of minor changes in wording to substitute “the taxpayer” 
for “he”, and “total” for “aggregate’’, and the like. 


The Stikeman Income Tax Act, Annotated continues to provide full history back to 1972. However, because the Fifth 
Supplement is of retroactive effect to December 1, 1991, and all subsequent changes to the Act have been recast to con- 
form with the Fifth Supplement by the Income Tax Amendments Revision Act, it has become necessary to distinguish pre- 
RSC history from post-RSC history. This we have done with subheads within the history annotations. Further, we have 
included “bridges” to link one stream of history to the other where this is needed. These bridges are most often found (in 
italics at the beginning of the “pre-RSC History’) following a defined term which is no longer part of the numbering 
scheme of the Act, where a link to the history of the previous, numbered provision will aid research. We have not, how- 
ever, noted all the changes wrought by the Fifth Supplement, as many are simply minor changes in wording, as explained 
above. 


As always, we welcome comments and suggestions for future editions. 


Janet Baccarani 
Publisher 
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TABLE OF AMENDING ACTS 


Year (S.C.) 


1970-71-72 

1970-71-72 

1972 

1973-74 

1973-74 

1973-74 

1973-74 (Family Allowances Act, 1973) 

1973-74 (Federal-Provincial Fiscal Arrangements Act, 1972, Feder- 
al-Provincial Fiscal Revision Act, 1974 and Income Tax Act) 
1973-74 (Residential Mortgage Financing Act) 

1973-74 (Election Expenses Act) 

1974-75-76 

1974-75-76 (Cultural Property Export and Import Act) 
1974-75-76 (Old Age Security Act) 

1974-75-76 

1974-75-76 (Western Grain Stabilization Act) 

1974-75-76 (Halifax Relief Commission Pension Continuation Act) 
1974-75-76 (Compensation for Former Prisoners of War Act) 
1974-75-76 

1976-77 

1976-77 (Federal-Provincial Fiscal Arrangements and Established 
Programs Financing Act) 

1977-78 

1977-78 (Employment Tax Credit Act) 

1977-78 

1977-78 (Maritime Code) 

1977-78 

1978-79 (Child-tax credit) 

1979 

1980-81-82-83 (Bank Act) 

1980-8 1-82-83 (Misc. Statute Law Amend. Act) 

1980-8 1-82-83 

1980-81-82-83 (Petroleum and Gas Revenue Tax) 
1980-81-82-83 (Retention of Records) 

1980-81-82-83 (Statute Law Relating to Taxes) 
1980-81-82-83 (National Training Act) 

1980-8 1-82-83 

1980-81-82-83 (Tax Court of Canada) 

1980-8 1-82-83 (Athletic Contests and Events Pools Act) 
1980-81-82-83 (Government Organization Act, 1983) 

1984 

1984 (Canada Health Act) 

1984 (War Veterans Allowance) 

1984 (Canada-Nova Scotia Oil and Gas Agreement Act) 
1984 (Financial Administration Act) 

1984 

1985. (Sports Pool and Loto Canada Winding-Up Act) 

1985 (Aeronautics Act Amendment Act) 

1985 

1986 

1986 

1986 

1986 (Pension Benefits Standards Act, 1986) 

1986 

1986 

1986 (Petroleum and Gas Revenue Tax) 

1987 (Canada-Newfoundland Atlantic Accord Implementation Act) 
1987 (Financial Institutions and Deposit Insurance System Amend- 
ment Act) 


Vii 


Royal Assent 


December 23, 1971 
December 23, 1971 
March 29, 1972 
April 18, 1973 
July 27, 1973 

July 27, 1973 
December 12, 1973 
December 12, 1973 


December 21, 1973 
January 14, 1974 
March 13, 1975 
June 19, 1975 
June 26, 1975 
December 2, 1975 
February 25, 1976 
February 25, 1976 
May 5, 1976 

July 16, 1976 
February 24, 1977 
March 31, 1977 


December 15, 1977 
February 2, 1978 
June 30, 1978 
June 30, 1978 

June 30, 1978 
December 12, 1978 
December 6, 1979 
November 26, 1980 
February 19, 1981 
February 26, 1981 
July 8, 1981 

June 22, 1982 
June 29, 1982 

July 7, 1982 
March 30, 1983 
June 29, 1983 

June 19, 1983 
November 17, 1983 
January 19, 1984 
April 17, 1984 
June 14, 1984 
June 29, 1984 
June 29, 1984 
December 20, 1984 
June 20, 1985 

June 28, 1985 
October 29, 1985 
February 13, 1986 
February 13, 1986 
June 17, 1986 
June 27, 1986 
November 5, 1986 
December 19, 1986 
December 19, 1986 
March 25, 1987 
June 30, 1987 (pro- 


claimed July 2, 1987) 


Table of Amending Acts 


1987 (National Transportation Act, 1987) 
1987 (Pension Act etc. Amendment Act) 


1987 
1988 (Canada-Nova Scotia Offshore Petroleum Resources Accord 


Implementation Act) 
1988 (Criminal Code) 


1988 
1988 (Tax Court of Canada Amendment Act) 
1988 (Canada-U.S. Free Trade Agreement Implementation Act) 


1990 (Department of Industry, Science and Technology Act) 


1990 (Garnishment/Collection restrictions) 
1990 (Pension/Retirement Savings) 

1990 

1990 (Child tax credit) 

1990 (Goods and services tax) 


1991 (Farm Income Protection Act) 


1991 (An Act respecting insurance companies and fraternal benefit 
societies) 
(1994: Income Tax Amendments Revision Act, Sch. I) 


1991 
(1994: Income Tax Amendments Revision Act, Sch. ID) 


1992 (Miscellaneous Statute Law Amendment Act) 
(1994: Income Tax Amendments Revision Act, Sch. III) 


1992 (An Act to amend the Civilian War Pensions and Allowances 
Act etc.) 
(1994: Income Tax Amendments Revision Act, Sch. IV) 


1992 (An Act to amend the Bankruptcy Act and the Income Tax 
Act) 
(1994: Income Tax Amendments Revision Act, Sch. V) 


1992 (An Act to amend the Excise Tax Act and the Income Tax 
Act) 
(1994: Income Tax Amendments Revision Act, Sch. VI) 


1992 (Child Tax Benefit) 
(1994: Income Tax Amendments Revision Act, Sch. VII) 


1993 
(1994: Income Tax Amendments Revision Act, Sch. VIII) 


1993 (An Act to amend the Excise Tax Act and other Acts) 
(1994: Income Tax Amendments Revision Act, Sch. IX) 


1994 
1994 (Dept. of National Revenue Reorganization Act) 
1994 
1994 


Vill 


34 


August 28, 1987 (pro- 
claimed January 1, 
1988) 

December 17, 1987 
(proclaimed February 1, 
1988) 

December 17, 1987 
July 21, 1988 (in force 
December 22, 1989) 
September 13, 1988 
(proclaimed January 1, 
1989) 

September 13, 1988 
September 22, 1988 
December 30, 1988 
(proclaimed January 1, 
1989) 

January 30, 1990 (in 
force February 23, 1990) 
June 27, 1990 

June 27, 1990 

October 23, 1990 
November 8, 1990 
December 17, 1990 (in 
force January 1, 1991) 
April 11, 1991 (Gn force 
April 1, 1991) 
December 17, 1991 


May 12, 1994 (deemed 
in force March 1, 1994) 
December 17, 1991 
May 12, 1994 (deemed 
in force March 1, 1994) 
February 28, 1992 

May 12, 1994 (deemed 
in force March 1, 1994) 
June 18, 1992 (in force 
July 1, 1992) 

May 12, 1994 (deemed 
in force March 1, 1994) 
June 23, 1992 (in force 
November 30, 1992) 
May 12, 1994 (deemed 
in force March 1, 1994) 
June 23, 1992 


May 12, 1994 (deemed 
in force March 1, 1994) 
October 15, 1992 

May 12, 1994 (deemed 
in force March 1, 1994) 
June 10, 1993 

May 12, 1994 (deemed 
in force March 1, 1994) 
June 10, 1993 

May 12, 1994 (deemed 
in force March 1, 1994) 
May 12, 1994 

May 12, 1994 

June 15, 1994 

June 23, 1994 


Table of Amending Acts 


1994 29 = June 23, 1994 C-32 
1994 (Dept. of Agriculture Amendment Act) 38 November 24, 1994 C-49 
1994 (Dept. of Natural Resources Act) 41 December 15, 1994 C-48 
1995 (Dept. of Industry Act) 1 March 16, 1995 C-46 
1995 3. March 26, 1995 C-59 
bee) 11 June 15, 1995 (pro- C-53 

claimed in force July 12, 

1996) | 
1995 (Budget Implementation Act, 1995) Lipa sie zes od C-76 
1995 18,,.. June 2224995 C-67 
1995 21 Jenne 22, 199) C-70 
1995 (Cultural Property Act) 38 December 5, 1995 (pro- _ C-93 

claimed in force July 12, 

1996) 
1995 (Excise Tax Act) 46 December 15, 1995 C-103 
1996 (Act to amend, enact and repeal certain laws relating to fi- 6 May 29,1996 (pro- C-15 
nancial institutions) claimed in force June 

28, 1996) 
1996 (Department of Human Resources Development Act) 11° May 29, 1996 (pro- C-11 

claimed in force July 12, 

1996) 
1996 21°, June 20, 1996 C-36 
1996 (Department of Employment Insurance Act) 23. June 20, 1996 C-12 
1997 (Excise Tax Act — GST Amendments) 10. March 20, 1997 C-70 
1997 (Bankruptcy and Insolvency Act) 12. =April 25;997 C-5 
1997 (1996 Budget) 25__. April 25,1997 C-92 
1997 (1997 Budget) 26 April 25, 1997 C-93 


Commencement of Acts 
The Interpretation Act, RSC 1985, c. I-21, subsections 5(1) and (2) provide as follows: 


5. (1) Royal assent — The Clerk of the Parliaments shall endorse on every Act, immediately after its title, 
the day, month and year when the Act was assented to in Her Majesty’s name and the endorsement shall be a 
part of the Act. 


(2) Date of commencement — If no date of commencement is provided for in an Act, the date of com- 
mencement of that Act is the date of assent to the Act. 


Application of Amendments 


In a “History” or “Application” note, the phrase “applicable to 19 — et seq.”, used in connection with the application of an 
amendment, indicates that the amendment is applicable to the 19 — and subsequent taxation years. 


Citation of Statutes 


In 1983 and previous years, federal statutes were cited by the date of the parliamentary session. Commencing in 1984, 
statutes have been cited by the date of the calendar year in which Royal Assent was granted. 


R.S.C. 1985 (5th Supp.) 


The Income Tax Act and Income Tax Application Rules were consolidated in the 5th Supplement of the Revised Statutes of 
Canada, 1985 (as cc. 1 and 2 respectively). The cut-off date for the 5th Supplement was November 30, 1991; the coming- 
into-force date was March 1, 1994. The income tax amending bills that were passed between these two dates were re- 
drafted to conform to the R.S.C. version of the Act. These re-drafted bills were issued as Schedules I to IX of the Income 
Tax Amendments Revision Act, 1994, c. 7 (Bill C-15), which received Royal Assent on May 12, 1994. In the list of amend- 
ing bills above, those Schedules are listed along with the original amending Bill. The relationship of those Bills and 
Schedules is as follows: 


1991, c. 47 — Sch. I 


c. 49 — Sch. II 
1992, c. 1 — Sch. III 
c. 24 — Sch. IV 

c. 27 — Sch. V 

c. 29 — Sch. VI 


c. 48 — Sch. VII 


1x 


Table of Amending Acts 


1993, c. 24 — Sch. VIII 
c. 27 — Sch. IX 


Sections 4 to 7 of the Income Tax Amendments Revision Act read as follows: 


Interpretation of Schedules 


4. Schedules assimilated to R.S.C. 1985 — A schedule shall be interpreted as if it were an amending Act 
contained in one of the supplements to the Revised Statutes of Canada, 1985 and enacted under the authority 
of the Statute Revision Act and the Revised Statutes of Canada, 1985 Act. 


5. Application of R.S., S-20, c. 40 (8rd Supp.) and c. 2 (5th Supp.) — For greater certainty, the Statute 
Revision Act, the Revised Statutes of Canada, 1985 Act and sections 69 and 74 to 78 of the Income Tax 
Application Rules apply to a schedule, with such modifications as the circumstances require. 


Coming into Force 
6. (1) Coming into force of Act — Subject to subsection (2), this Act comes into force, or is deemed to have 
come into force, on March 1, 1994. 


(2) Coming into force of schedules — Subject to any provision to the contrary in the schedules, each 
schedule is deemed to have come into force on the day the Act referred to in the heading of the schedule was 
assented to. 


TABLE OF PROPOSED AMENDMENTS 


The following table will assist readers in finding, in the shaded boxes throughout the Act and Regulations, the proposed 
amendments announced at various times. If you know the subject-matter of announced changes but cannot find them in the 
legislation, scan the “Subject” column (or consult the Topical Index). If you know the date on which the changes were 
announced, use the first column, which lists the proposals in chronological order. 


Where proposals do not include (and have not been superseded by) draft legislation, the relevant portions of the announce- 
ment or press release have been reproduced in shaded boxes as annotations to the provisions of the Act or Regulations that 
are expected to be amended. 


Except where indicated, all press releases and draft legislation emanate from the federal Department of Finance (Distribu- 
tion Centre: telephone 613-995-2855, fax 613-996-0518). See the various Special Releases of Carswell’s Canada Tax 
Service and Tax Times (the “pink sheets’’). 


Bill no. or date of Public | Subject Reproduced at section no. 
Statement 


Draft legislation, December Interest deductibility 20(1)(c), (qq), 20(3.1), 
20, 1991 MPD Rd 5 Denard 

Draft regulations, December 
23,2199 


Press release, March 2, 
1993 


Press release, October 1, 
1993 
Federal budget, February 
22, 1994 (legislation all en- 
acted; regulations still pend- 
ing) 


Definition of “pipeline” for CCA purposes (deferred) Reg. 1104(2) 


Limit on deductibility of provincial payroll and capi- 18 [end] 


tal taxes 


Limit on deductibility of provincial payroll and capi- 18 [end] 


tal taxes 


(see June 16, 1994 draft 
regulations) 


Group term life insurance to be fully taxable as em- 
ployment benefit 


Films and videotapes: CCA (see September 27, 1994 


draft regulations 
Reg. 2700-2705 


Draft regulations, June 16, 
1994 


Draft legislation, August 8, 
1994 


Draft legislation and regula- 
tions, September 27, 1994 


Group term life insurance benefits (legislation en- 
acted by Bill C-59 


Capital gains exemption (legislation enacted in Bill 
C-59) | 
Accelerated CCA — eligible energy conservation 
equipment (legislation enacted in Bill C-59) 


Reg. 2800(2) application 


Reg. 1100(24), (25), 
1102(8), (9)(d), 1103(4), 
1104(13), (14), 8200.1, Sch. 
Il Class 24, 27, 34, 43, 43.1 


Reg. 1100(21)(e), 
1100(21.1 


Accelerated CCA — films and video tape 


Disability benefits insured by Confederation Life (see 6(17), (18) 


Bill C-69 


Press release, October 4, 
1994 


Press release, October. 14, 
1994 


Press release, December 20, 
1994 


Draft regulations, January 
Phe be) 


Federal budget, February 
27, 1995 (most enacted in 
Bill C-36, June 20, 1996) 


18 [end] 


Limit on deductibility of provincial payroll and. capi- 

tal taxes 

Simplified filing requirements for registered pension Reg. 8409(1) 

plan information returns 

Foreign affiliates (legislation enacted) Reg. 1402, 5903, 5907, 
7900 


Certified film productions (see December 12, 1995 
and June 20, 1996 draft 
regulations 


Reporting payments in construction industr Reg. Part II [end 


Draft legislation and regula- | Technical amendments (replaced by Bill C-69) 
tions, April 26, 1995 


Draft legislation and regula- 
tions, June 1, 1995 


Draft legislation, July 20, 
1995 


Reg. 304(1)(c)(@i), 2402, 
2405(3), (5), 2411, 
5100(1)“eligible corpora- 
tion’(c), 6201(5), (5.1), 
6209(b), 8102-8105, 
9000-9003, 9100-9104, 
9200-9204 


(replaced by Bill C-69 and 
December 13, 1995 draft 


regulations) _ 


Securities held by financial institutions (legislation re- 
placed by Bill C-69 amendments; regulations still 
pending) 


Foreign property 


percene ti 
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| Notice of Ways and Means 
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C-36; regulations still pend- 
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sures) 
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SR&ED 


Certified film productions (see also June 20, 1996 
draft regulations) 


Reproduced at section no. 


Reg. 8201 


Reg. 29001 


Reg. 1100(1)(m), 
1100(2)(a)(iii), 1101(5k.1), 
1106, 6701, Sch. II Cl. 


Draft legislation and regula- 
tions, December 13, 1995 


Draft legislation and regula- 
tions, December 14, 1995 


Press release, December 14, 
1995 


Press release, December 20, 
1995 


Press-release,-_December--2/. 
1995 


Foreign property 


Modifies April 26, 1995. draft legislation re: limited- 
recourse debt and tax shelters 


Backgrounder re revisions to April 26, 1995 draft 
legislation re tax shelters, losses on shares, non-re- 
sidents’ gains on taxable Canadian propert 
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Press release, January 23, 
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Federal budget, supplemen- 
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Letter from Dept. of Fi- 
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_ 221 and 222 
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112(3), (3.2), G.3), 
115(1)(b) (replaced by Bill 
C-69 


Reg. Part LXXXV 


Revenue Canada audit initiatives against the under- 
ground economy 


Joint initiative to fight underground econom 


Requirement for non-resident to post security 


Notice of Ways and Means 
Motion, June 20, 1996 


Draft legislation, August 
BS 


Draft technical amendments (revises April 26, 1995, 
June 1, 1995 and December 13 and 14, 1995 draft 
legislation) 


Tax treatment of ammonite gemstone 


Notice of Ways and Means 
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Background, October 2, 
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Draft legislation and regula- 
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— 


Insurers’ policy reserves 


Rt ee 


Press release, October 21, 
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Notice of Ways and Means 
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Payroll reporting 


Tax shelter expenditures — matchable expenditure 
rules 
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(Act amendments — re-. 
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Limit on deductibility of provincial payroll and capi- 
tal taxes 


Draft technical amendments (revises Abril 20, 1995; 
1996 draft legislation; replaces Notice of Ways and 


Ways and Means Motion, November 20, 1996 
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June 1, 1995, December 13 and 14, 1995, August 13, 


Means Motion, June 20, 1996 and tabled as Notice of 


18 [end] 
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8308.2(d), 8308.3(1)(c), 
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8506(1)(e)(ii), 8509(12), 
8516(1), (9), 85170 


Federal budget, February Child tax benefit — working income supplement 122.6(1)A(c)(C) 
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Tuition fee and education tax credits 118.5(1), 118.6(2 
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couraged 


Resource allowance and other matters 
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Review of transfer pricing provisions ) 
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TAX RATES AND CREDITS 


Federal Rates for Individuals — 1997 


For general rules see sections 117 to 122.64. See also Division E.1 (sections 127.5 to 127.55) regarding minimum tax and 
section 180.1 regarding surtaxes. Tax rates and exemptions for previous years are noted following section 117.1. 


If Taxable Income is: 


Over — But not over — The tax is: of the amount over — 
$0 $29,590 $0 + 17% $ 0 
29,590 59,180 5,030 + 26% 29,590 
59,180 — 12,724 + 29% 59,180 


Federal Surtax 


A surtax of 3% of federal tax is added after taking into account any applicable credits and after deducting any dividend tax 
credit and forward averaging tax credit. 


Where basic federal tax, after deducting any applicable credits and before adding the 3% surtax, exceeds $12,500, an 
additional surtax of 5% of the basic federal tax in excess of $12,500 is applicable. 


Federal Credits for Individuals 


1997 
Basic personal credit: 118(1)(c) : eee LL OOS 
Maximum married credit or equivalent-to-spouse credit for a related dependant who is under 18, the 915 
taxpayer’s parent or grandparent, or infirm: 118(1)(a), (b) 
— spouse’s or dependant’s income threshold above which credit is reduced: 118(1)(a), (b) 538 
Infirm dependants age 18 or over: 118(1)(d) 400 
— Dependant’s income threshold above which credit is reduced 4,103 
Age 65 or older: 118(2) [Note 1] 592 
—net income threshold for 1994 et seq. 29,924 
Maximum pension credit: 118(3) 170 
Disability credit: 118.3(1) 720 
Medical expense credit: 118.2(1) 
— maximum reduction of allowable medical expenses 1,614 
GST credit: 122.5 
— for eligible individual, qualified relation (spouse or dependant under 19 for whom equivalent-to- 198 
spouse credit claimed) 

- — for each qualified dependant | 105 
— net income threshold ; 25,921 
Tax on old age security benefits: 180.2(1) 

— net income threshold D2, 205 
Notes: 
je The federal age amount, $3,482, that is used to determine the credit is reduced by an amount equal to 15% of a 


taxpayer’s net income in excess of $25,921. For 1995 and subsequent years the age credit is reduced to zero 
where net income is greater than $49,134. 


1997 Provincial Rates for Individuals (% of federal tax) 


In addition to the tax under Part I of the federal Act, as above, an individual who resides in or has income earned in any of 
the provinces is also subject to provincial income tax. Except for Québec, which collects its own tax on separate tax 
returns, each province imposes a tax that is expressed as a percentage of the tax otherwise payable under Part I of the 
federal Act and this tax is collected for the privince by the federal government on a joint tax return. Following are the rates 
for income tax and surtax imposed by the “agreeing provinces” for 1997: 


British Columbia (a) 51.0% . New Brunswick (h) 63.0% 
Alberta (b) 45.5% » Nova Scotia (i) 58.5% 
Saskatchewan (c) 50.0% _ Prince Edward Island (j) 59.5% 
Manitoba (d) 52.0% Northwest Territories 45.0% 
Ontario (e) 48.0% Yukon Territory (k) 50.0% 
Québec (f) Non-resident 52.0% 
Newfoundland (g) 69.0% 
Notes: 


(a) The 1996 B.C. budget announced a reduction in the B.C. rate to 51.5% effective July 1, 1996 and to 50.5% 
effective July 1, 1997. The effective rate for 1997 is therefore 51% of basic federal tax. The reduction will not 
apply to taxpayers with taxable incomes greater than $80,000. To create that result, B.C.’s high income surtax 
rate is increased to 24.5% and the threshold is lowered to $8,745 for 1997 (26% and $8,660 for 1998). An 
additional surtax of 30% applies to B.C. tax in excess of $5,300. 
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(b) 
(c) 
(d) 


(e) 


(f) 
(g) 
(h) 


(1) 


Qj) 
(k) 


Tax Rates and Credits 


A surtax of 8% of basic Alberta tax in excess of $3,500 and a flat tax of 0.5% of a taxable income are 
levied. 

There is a flat tax of 2% of net income and a surtax of 15% on Saskatchewan tax (including flat tax) in excess of 
$4,000..An 10% “Deficit Surtax” applies to basic Saskatchewan tax plus the flat tax. 

A flat tax of 2% of net income and a surtax equal to 2% of net income in excess of $30,000 are levied in 
Manitoba. 

As announced in the 1997 Ontario budget, Ontario’s basic tax rate fell from 56% in 1996 to 48% in 1997. The 
rate for 1998 will be 45%. For 1997, the Fair Share Health Care Levy (which replaces the former provincial 
surtax) will be imposed at a rate of 20% of Ontario tax in excess of $4,555 plus 26% of Ontario tax in excess of 
$6,180. In 1998, the Levy will be 20% of Ontario income tax in excess of $4,270 plus 30% of Ontario tax in 
excess of $5,635. 

Québec collects its own taxes at the rates noted below. 

A surtax of 10% applies to basic Newfoundland tax in excess of $7,900. 

New Brunswick reduced its basic rate from 64% to 63%, effective January 1, 1997. The province also 1 sc a 
surtax of 8% on New Brunswick tax in excess of $13,500. 

The Nova Scotia income tax rate was reduced from 59.5% to 58.5%, effective January |, 1997. A further reduc- 
tion to 57.5% is scheduled for January 1, 1998. Nova Scotia also imposes a surtax of 10% on Nova Scotia tax in 
excess of $10,000. 

A surtax of 10% applies to basic P.E.I. tax in excess of $5,200. 


A surtax of 5% applies to Yukon Territory tax in excess of $6,000. 


1997 Québec Tax Rates for Individuals 


Notes: 


Taxable Income Tax on Lower Limit Tax Rate on Excess 
$ 0 — 7,000 $ — 16.0% 
7,000 — 14,000 1,120 19.0% 
14,000 — 23,000 2,450 21.0% 
23,000 — 50,000 4,340 23.0% 
50,000 and over 10,550 24.0% 


Residents of Québec, or persons carrying on business in Québec, receive a reduction of their federal taxes equal 
to 16.5% of Basic Federal Tax (see 120(2)). Québec imposes a surtax of 5% of Québec tax exceeding $5,000 plus 
an additional 5% of Québec tax exceeding $10,000. 


A tax reduction equal to 2% of the excess of $10,000 over tax payable after deducting non-refundable tax credits 
is granted. 

Beginning with the 1997 taxation year, individual taxpayers will be subject to an a’ litional tax equal to 0.3% of 
tax payable. The rates shown do not include this contribution. 


Corporations: 1997 Federal Rates 


Less: 


Plus: 
Less: 
Less: 


Standard % M&P % Active Business 
CCPC % 

Basic rate 38.00 38.00 38.00 
Provincial abatement ( 10.00) (10.00) ( 10.00) 

28.00 28.00 28.00 
Surtax at 4.0% 1.08 1.08 1.08 
M&P deduction 7 — ( *7.00) _— 
Small business deduction — ~- (16.00) 
Total federal tax 29.08 22.08 13.08 


For general rules see Division E, subdivision b (sections 123 to 125.3). 


Corporations: 1997 Provincial Rates 


Ontario, Quebec and Alberta collect their own corporation income tax in separate tax returns. All other provinces (the 
“agreeing provinces”) express their tax rate as a stated percentage of taxable income as determined under the federal Act 
and Regulations, and their taxes are collected for them by the federal government. Following are the provincial income tax 
rates effective January 1, 1997: 


Nfld. 5-14% Prob. pda Lavo. Oue: 5.75-8.9% Man. 9-17% Alta... 6-15.5% N.W.T. 5-14% 
N.S. 5-16% N.B. 7-17% Ont. 9.5-15.5% Sask. 8-17% B.C, 9-16.5%  Y.T. 2.5-15% 
Newfoundland 


XV1 


Tax Rates and Credits 


The Economic Diversification and Growth Enterprises Act (EDGE), effective December 23, 1994, provides a 10-year tax 
holiday from all provincial taxes for qualifying corporations that establish a new business or undertaking or expand an 
existing one where there is a potential for: 


* acapital investment of at least $300,000; 
* incremental sales of at least $500,000; and 
* the creation and maintenance of at least 10 permanent jobs in the province. 
To qualify as an “EDGE” corporation, the corporation must also prove that it is creating a new business that: 
¢  provides.a substantial net economic benefit to the province; 
* would not be established at that time in the province without the incentives; and 


* that those incentives do not provide the business with a direct competitive advantage over existing businesses in 
the province. 


A qualifying business may still be eligible for some tax relief for the 5 years following the initial 10-year tax holiday. 
Québec | 

These Québec rates are for active business only. Non-active business income is taxed provincially at 16.25%. 
Canadian-controlled private corporations are eligible for an exemption from tax on their first $200,000 of eligible business 


income earned during their first three years. For taxation years ending after June 30, 1994, this exemption is lost if the 
corporations’s paid-up capital for the previous year exceeds $10 million (before the $2-million exemption). 


For taxation years ending after June 30, 1994, the small business limit is reduced where the paid-up capital of a CCPC (and 
its associated corporations) is between $10 million and $15 million. 


Minister of State for the Economy and Finance, Bernard Landry, announced that, effective November 27, 1996 to Novem- 
ber 26, 1999, corporations would be required to pay an additional contribution equal to 2.8% of their tax payable for the 
year. The contribution is in respect of the “Fonds des Lutte contre la pauvrete par la reinsertion au travail”. The rates 
shown do not include this contribution. 


Ontario 


An Ontario surtax is levied on corporations claiming the Ontario small business deduction. The surtax is equal to the lesser 
of: 


¢ 4% of taxable income in excess of $200,000, and 

¢ the Ontario small business deduction claimed. 
Ontario also has a Corporate Minimum Tax, effective for taxation years beginning after 1993. 
Manitoba 
~The Manufacturing Investment Tax Credit announced in the 1992 budget has been extended to June 30, 2000. The credit is 
deductible against Manitoba corporation income tax. Unused investment credits are available for carry-forward for up to 
seven years, and carry-back to a maximum of three taxation years ending after March 11, 1992. 
Saskatchewan 


Effective July 1, 1995, the corporate income tax rate for large manufacturers and processors with Saskatchewan based 
operations will be reduced by a maximum of 7%. The reduction uses a base amount of 7% which will be multiplied by the 
corporation’s allocation of income to Saskatchewan to arrive at the net Saskatchewan tax rate reduction. The net Saskatch- 
ewan tax rate reduction is then applied to the corporation’s Saskatchewan share of Canadian manufacturing and processing 
profits to determine the amount of the tax reduction. 


British Columbia 


The 1996 B.C. budget announced a reduction in the small business income tax rate for CCPCs from 10% to 9% effective 
July 1, 1996. For year ends that include July 1, 1996 the rate reduction must be prorated accordingly. 


The 1996 B.C. budget also introduced a two-year income tax holiday for eligible new small businesses incorporated on or 
after May 1, 1996 and before April 1, 2001. The tax holiday is only applicable to income that qualifies for the small 
business rate. Incorporated professionals and new corporations that are carrying on the same business as or are owned by 
the same persons as they were before May 1, 1996 are not eligible. As well, new corporations that are in a partnership or a 
joint venture with ineligible corporations, or were at any time since incorporation the beneficiary of a.trust, do not qualify 
for the holiday. 
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TABLE’ OF CONCORDANCE 


The Revised Statutes of Canada, 1985, Fifth Supplement was proclaimed in force 
as of March 1, 1994. Although there was no general renumbering of the provisions of 
the /ncome Tax Act, a substantial number of structural changes were made. The table 
relates the provisions of the former Act to the corresponding provisions of the Fifth 
Supplement, as. amended by 1994, c. 7 (Bill C-15), the. Income Tax Amendinents 
Revision Act. Note that only those provisions that have underwent structural changes 
are. included in the table. rl 


Income Tax Act 
R.S.C. 1952, c. 148 
as amended: ! 


Section... 


R.S.C, 1985 | 
5th Supplement 
as amended. — 


Section 


8 


12 
(11) 
“investment contract” 


(a) 


(k) 


(11) 
“exempt policy” 
“anniversary day” 


(a) 


(21) 
“appropriate minister’ 
“conversion” and 
“conversion cost” 
“depreciable property” 


Income Tax Act 
R.S.C. 1952, c. 148 
as amended 


Section 


(Cc) 


R.S.C. 1985 
Sth Supplement 
as amended 


Section 


“disposition of 
property’’ 

“proceeds of 
disposition” 


(ii) 
“total depreciation” 
“undepreciated 
capital cost” ~ 


Income Tax Act 
R.S.C. 1952, c. 148 
as amended 


Section 
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R.S.C. 1985 
5th Supplement 
as amended 


Section 


(23.1) 
14 
(5) 


“cumulative 
eligible capital” 
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(a) 
(b) 
R 


“eligible capital 
expenditure” 


“eligible small 


business corporation’ 


(a) 
(b) 
“qualifying debt 
obligation” 
(a) 
(b) 


Income Tax Act 
R.S.C. 1952, c. 148 
as amended 


Section 


XX 


R.S.C. 1985 
5th Supplement 
as amended 


Section 


(e) 
(f) 
“small business 
development bond” 
(a) 
(b) 
“Joint election” 
property used for 
specified purposes” 
(a 


66 


“specified property” 
(a) 
(b) 
(c) 
(d) 
15.2 
(3) 
“qualifying debt 
obligation” 


(iii) 
“small business 
bond” 
“joint election” 
(a) 
(b) 


“eligible issuer” 


“interest on debt 
relating to the 
acquisition of land” 


“outstanding debts to 
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Income Tax Act 


R.S.C. 1952, c. 148. 


as amended 
Section 


Table of Concordance 


R.S.C..1985 
5th Supplement 
as amended 


Section 


specified 
non-residents” 


“specified non- 

resident shareholder’’ 

“specified 
shareholder” 


(5) 


(vi) 
“Canadian newspaper 
or periodical” 


(F) | 
“substantially the 
same” 
“United States” 


Income Tax Act 
R.S.C; 1952, c; 148 
as amended 


Section 


R.S.C..1985 
5th Supplement 
as amended 


Section 


(16.2) 
(16.3) 
(18) 
“qualifying 
inventory”’ 
“specified 
transaction” 


“mining property” 
“prospector” 


“approved” 
“scientific research 
and experimental 

development” 


(8)(a) 


“base period” 
(a) 
(b) 


“expenditure base” 


(ii1) 
“qualified 
expenditure” 
(a) 
(b) 
(c) 

“research property” 
“scientific research 
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146.01(5) 
146.01(6) 
146.01(7) 
146.01(8) 


146.01(9)-(13) 


Definitions 

[Repealed] 

Acceptance of plan for registration 

No tax while trust governed by plan. 

Amount of RRSP premiums. deductible « 

Amount of spousal RRSP premiums ‘deductible 
[Repealed under former Act] 

Anti-avoidance 

[Repealed under former Act] 

Disposition of non-qualified investment 
Recontribution of certain withdrawals 

Recovery of property, used as. security 

Benefits taxable 

Idem — subsequent re-calculation. 

Deemed receipt of refund of premiums 

Amount deductible 

Premium. deemed not paid 

Spousal RRSP payments 

[Repealed under former Act] 

Ordering 

Spouse’s income 

Where subsec. (8.3); does.-not: apply ered 
Effect of death where person other than spouse Eee ones entitled 
Amounts deemed receivable by spouse 
Where disposition of property. by.trust 

Where acquisition of non-qualified, investment Moby. trusty 
Where. tax. payable... 
Life insurance. policies 

Change in plan aiter registration 

RRSP advantages 

Maturity, after age 69 

Notice 

Premiums paid in taxation year 

Plan not registered at end of year entered int °) 
Transfer of funds 

[Repealed under former Act] 

Credited or added amount deemed not received. 
Prescribed provincial pension plans 


Definitions 

Special rules 

Repayment of eligible amount 

Where portion of eligible amount not repaid). ; 
Where individual becomes: a non-resident 
Where individual dies 

Where subsec. (6). does. not apply... 

Filing of prescribed form 

[Repealed] 


Registered Education Savings Plans 


146.1 
146.1(1) 
146.1(2) 
146:1(3) 
146.1(4) 
146.1(5) 
146.1(6) 
146.1(6.1) 
146.1(7) 


Definitions 

Conditions for acceptance of plan for registration 
Deemed registration» *9 '* S890 
Registration of plans without prospectus» 

Trust not taxable 

Subscriber not taxable 

Transfers between plans 

Amounts to be included in beneficiary’ s income 
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146.1(8) 

146.1(9) 

146.1(10) 
146.1(11) 
146.1(12) 
146.1(13) 
146.1(14) 


Detailed Table of Sections 


Definition of “beneficiary’s portion of the tax-paid-income” 
Limitation on allocation of tax-paid-income 

Allocation of tax-paid-income 

Trust deemed to be inter vivos trust 

Deemed date of registration 

Revocation of registration 

Rules applicable to revoked plan 


Registered Home Ownership Savings Plans 
146.2 


146.2(1)-(21) 
146.2(22) 
146.2(23) 


[Repealed under former Act] 
Contributions to R.H.O.S.P. after May 22, 1985 
Application of subsec. 146.2(1) of R.S.C., 1952, c. 148 


Registered Retirement Income Funds 
146.3 


Deferred Profit Sharing Plans 


147 


146.3(1) 
146.3(1.1) 
146.3(2) 
146.3(3) 
146.3(3.1) 
146.3(4) 
146.3(5) 
146.3(5.1) 
146.3(5.2) 
146.3(5.3) 
146.3(5.4) 
146.3(5.5) 
146.3(6) 
146.3(6.1) 
146.3(6.11) 
146.3(6.2) 
146.3(7) 
146.3(8) 
146.3(9) 
146.3(10) 
146.3(11)-(13) 
146.3(14) 
146.3(15) 


147(1) 
147(1.1) 
147(2) 
147(2.1) 
147(2.2) 
147(3) 

147(4) 

147(5) 
147(5.1) 
147(5.11) 
147(6) 

147(7) 

147(8) 

147(9) 
147(9.1) 
147(10) 
147(10.1), (10.2) 
147(10.3) 
147(10.4) 
147(10.5) 
147(10.6) 
147(11), (12) 
147(13) 
147(14), (14.1) 
147(15) 
147(16) 


Definitions 

[Repealed] 

Acceptance of fund for registration 

No tax while trust governed by fund 

Exception 

Disposition or acquisition of property by trust 
Benefits taxable 

Amount included in income 

[Repealed under former Act] 

Ordering 

Spouse’s income 

Where subsec. (5.1) does not apply 

Where last annuitant dies 

Designated benefit deemed received 

Transfer of designated benefit 

Amount deductible 

Acquisition of non-qualified investment by trust 
Disposition of non-qualified investment 

Tax payable where non-qualified investment acquired 
Recovery of property used as security 

Change in fund after registration 

Transfers 

Credited or added amount deemed not received 


Definitions 

Participating employer 

Acceptance of plan for registration 

Terms limiting contributions 

Reallocation of forfeitures 

Acceptance of employees profit sharing plan for registration 
Capital gains determined 

Registration date 

Contribution limits 

Compensation 

Deferred plan not employees profit sharing plan 
No tax while trust governed by plan 

Amount of employer’s contribution deductible 
Limitation on deduction 

No deduction 

Amounts received taxable 

Single payment on retirement, etc. 

Amount contributed to or forfeited under a plan 
Income on disposal of shares 

Order of disposal of shares 

Commencement of annuity after age 69. 
Portion of receipts deductible 

Appropriation of trust property by employer 
Revocation of registration 

Rules applicable to revoked plan 

Payments out of profits 
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Registered Pension Plans 


147(17) 
147(18) 
147(19) 
147(20) 
147(21) 
147(22) 


147.1 


147.1(1) 
147.1(2) 
147.1(3) 
147.1(4) 
147.1(5) 
147.1(6) 
147.1(7) 
147.1(8) 
147.1(9) 
147.1(10) 
147.1(11) 
147.1(12) 
147.1(13) 
147.1(14) 
147.1(15) 
147.1(16) 
147.1(17) 
147.1(18) 


147.2 


147.2(1) 

147.2(2) 

147.2(3) 

147.2(4) 
147.2(4)(a) 
147.2(4)(b) 
147.2(4)(c) 

147.2(5) 

147.2(6) [Proposed] 


147.3 


147.3(1) 
147.3(2) 
147.3(3) 
147.3(4) 
147.3(4.1) 
147.3(5) 
147.3(6) 
147.3(7) 
147.3(8) 
147.3(9), (10) 
147.3(11) 
147.3(12) 
147.3(13) 
147.3(13.1) 
147.3(14) 
147.3(15) 


Life Insurance Policies 


148 


148(1) 
148(1.1) 
148(2) 
148(3) 
148(4) 
148(4.1), (5) 
148(6) 
148(7), (8) 
148(8.1) 
148(8.2) 


Detailed Table of Sections 


Interpretation of “other beneficiary” 

Inadequate consideration on purchase from or sale to trust 
Transfer to RPP, RRSP or DPSP 

Taxation of amount transferred 

Restriction re transfers 

Excess transfer 


Definitions 

Registration of plan 

Deemed registration 

Acceptance of amendments 

Additional conditions 

Administrator 

Obligations of administrator 

Pension adjustment limits 

Idem — multi-employer plans 

Past service benefits 

Revocation of registration — notice of intention 
Notice of revocation 

Revocation of registration 
Anti-avoidance — multi- eames plans 
Plan as registered 

Separate liability for ablisetens 
Superintendent of Financial Institutions 
Regulations 


Pension contributions deductible — employer contributions 

Employer contributions — defined benefit provisions 

Filing of actuarial report 

Amount of employee’s pension contributions ‘deductible 
service after 1989 
service before 1990 while not a contributor 
service before 1990 while a contributor 

Teachers ' 

Deductible contributions when taxpayer dies 


Transfer — money purchase to money purchase, RRSP or RRIF 
Transfer — money purchase to defined benefit 

Transfer — defined benefit to defined benefit 

Transfer — defined benefit to money purchase, RRSP or RRIF 
Transfer of surplus — defined benefit to money purchase 

Transfer to RPP, RRSP or RRIF for spouse on marriage breakdown 
Transfer — pre-1991 contributions 

Transfer — lump sum benefits on death 

Transfer where money purchase plan replaces defined benefit plan 
Taxation of amount transferred 

Division of transferred amount 

Restriction re transfers 

Excess transfer 

Withdrawal of excessive transfers to RRSPs and RRIFs 

Deemed transfer 

Annuity contract commencing after age 69 


Amounts included in computing policyholder’s income 
Amount included in computing taxpayer’s income 
Deemed proceeds of disposition 

Special rules for certain policies 

Income from disposition 

[Repealed under former Act] 

Proceeds receivable as annuity 

Disposition at non-arm’s length and similar cases 
Inter vivos transfer to spouse 

Transfer to spouse at death 
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Detailed Table of Sections 


148(9) Definitions 
148(9.1) Application of subsec. 12.2(11) 
148(10) Life annuity contracts 
Eligible Funeral Arrangements 
148.1 
148.1(1) Definitions 
148.1(2) Exemption for eligible funeral arrangements 
148.1(3) Income inclusion on return of funds 


Division H — Exemptions 


Miscellaneous Exemptions 


149 
149(1) Miscellaneous exemptions 
149(1)(a) employees of a country other than Canada 
149(1)(b) members of the family and servants of employees of a country other than Canada 
149(1)(c) municipal authorities 
149(1)(d) municipal or provincial corporations 
149(1)(e) certain organizations 
149(1)(f) registered charities 
149(1)(g)—(h) [Repealed under former Act] 
149(1)(h.1) Association of Universities and Colleges of Canada 
149(1)(4) certain housing corporations 
149(1)(q) non-profit corporations for scientific research and experimental development 
149(1)(k) labour organizations 
149(1)(1) non-profit organizations 
149(1)(m) mutual insurance corporations 
149(1)(n) housing companies 
149(1)(0) pension trusts 
149(1)(0.1), (0.2) pension corporations 
149(1)(0.3) prescribed small business investment corporations 
149(1)(0.4) master trusts 
149(1)(p) trusts under profit sharing plan 
149(1)(q) trusts under a registered supplementary unemployment benefit plan 
149(1)(q.1) RCA trusts 
149(1)(r) trusts under registered retirement savings plan 
149(1)(s) trusts under deferred profit sharing plan 
149(1)(s.1) trust governed by eligible funeral arrangement 
149(1)(s.2) [Proposed] cemetery care trust 
149(1)(t) farmers’ and fishermen’s insurer 
149(1)(u) registered education savings plans 
149(1)(v) amateur athlete trust 
149(1)(w) trusts to provide compensation 
149(1)(x) registered retirement income funds 
149(1)(y) trusts to provide vacation pay 
149(1)(z) mining reclamation trust 
149(2) Determination of income 
149(3), (4) Application of subsec. (1) 
149(4.1), (4.2) Income exempt under 149(1)(t) 
149(4.3) Computation of taxable income of insurer 
149(5) Exception re investment income of certain clubs 
149(6) Apportionment rule 
149(7) [Prescribed form for R&D corporation — ] Time for filing 
149(7.1) Penalty for failure to file on time 
149(8) Interpretation of para. (1)(j) 
149(9) Rules for determining gross revenue 
149(10) Exempt corporations [becoming or ceasing to be exempt] 
149(11) Exception 
149(12) Information returns 
Charities 
149.1 
149.1(1) Definitions 
149.1(1.1) Exclusions 
149.1(1.2) Authority of Minister 
149.1(2) Revocation of registration of charitable organization 
149.1(3) Revocation of registration of public foundation 
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149.1(4) 
149.1(4.1) 
149.1(5) 
149.1(6) 
149.1(6.1) 
149.1(6.2) 
149.1(6.3) 
149.1(6.4) 
149.1(6.5) 
149.1(7) 
149.1(8), (9) 
149.1(10) 
149.1(11) 
149.1(12) 
149.1(13) 
149.1(14) 
149.1(15) 
149.1(16)-(19) 
149.1(20) 
149.1(21) 


Detailed Table of Sections. 


Revocation of registration of private foundation 
Revocation of registration of registered charity: 
Reduction 

Devoting resources to charitable activity 
Charitable purposes 

Charitable activities 

Designation as public foundation, etc. 

National arts service organizations 

Revocation of designation 

Designation of associated charities 
Accumulation of property 

Deemed charitable activity 

[Repealed under former Act] 

Rules 
Designation of private foundation as public 
Information returns 

Information may be communicated 

[Repealed under former Act] 

Rule regarding disbursement excess 

Definition of “disbursement excess” 


Division I — Returns, Assessments, Payment and Appeals 


Returns 
150 
150(1) 
150(1)(a) 
150(1)(b) 
150(1)(c) 
150(1)(d) 
150(1)(e) 
150(2) 
150(3) 
150(4) 
150.1 
150.1(1) 
150.1(2) 
150.1(3) 
150.1(4) 
150.1(5) 


Estimate of Tax 
ite 


Assessment 

132 
152(1) 
152(1.1) 
152(1.11) 
152(1.111) 
152(1:12) 
152(1:2) 
152(1.3) 
152(1.4) [Proposed] 
152(1.5) [Proposed] 
152(1.6) [Proposed] 
152(1.7) [Proposed] 
152(1.8) [Proposed] 
152(2) 
152(3) 
152(3.1) 
152(3.2) 
152(3.3) 
152(3.4) 
152(3:5) 
152(4) 
152(4.01) [Proposed] 
152(4.1) 


Returns 
corporations 
deceased individuals 
trusts or estates 
individuals 
designated persons 
Demands for returns 
Trustees, etc. 
Death of partner or proprietor 


Definition of “electronic filing” 

Filing of return by electronic transmission 
Deemed date of filing 

Declaration 

Application to other Parts 


Estimate of tax 


Assessment 

Determination of losses 

Determination pursuant to subsec. 245(2) 
Application of subsec. 245(1) 

When determination not to be made 
Provisions applicable 

Determination binding 

Determination in respect of a partnership 
Notice of determination 

Absence of notification 

Binding effect of determination 

Time to assess 

Notice of assessment 

Liability not dependent on assessment 
Definition of “normal reassessment period” 


Determination of deemed overpayment [Child Tax Benefit] 


Notice of determination [Child Tax Benefit] 
Determination of UI premium tax credit 

Notice of determination [UI premium tax credit] 
Assessment and reassessment [limitation period] 


Assessment to which para. 152(4)(a) or (b) applies 


Where waiver revoked 
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152(4.2) 
152(4.3) 
152(4.4) 
152(5) 
152(6) 
152(7) 
152(8) 


Payment of Tax 

153 
153(1) 
oy i he 
153(1.2) 
153(1.3)-(2) 
153(3) 
153(4) 
153(5) 

154 
154(1) 
154(2) 
154(3) 
154(4) 
154(5) 

155 
155(1) 
155(2) 

156 
156(1) 
156(2) 
156(3) 

156.1 
156.1(1) 
156:1C8RY) 
156.1(1.2) 
156.1(2), (3) 
156.1(4) 

157 
157(1) 
I7OQO}FCA) 
1I57G} 
157(4) 

158 

159 
159(1) 
159(2) 
159(3) 
159(4), (4.1) 
159(5)-(6) 
159(6.1) 
159(7) 

160 
160(1) 
160(1.1) [Proposed] 
160(2) 
160(2) [Proposed] 
160(3) 
160(3) [Proposed] 
160(4) 

160.1 
160.1(1) 
160.1(1.1) 
160.1(2) 
160.1(2.1) 
160.1(2.2) 
160.1(3) 
160.1(4) 


Detailed Table of Sections 


Reassessment with taxpayer’s consent 
Consequential assessment 

Definition of “balance” 

Limitation on assessments 

Reassessment where certain deductions claimed 
Assessment not dependent on return or information 
Assessment deemed valid and binding 


Withholding 

Undue hardship 

Election to increase withholding 
[Repealed] 

Deemed effect of deduction 

Unclaimed dividends, interest and proceeds 
Deemed effect of remittance 


Agreements providing for tax transfer payments 
Tax transfer payment 

Payment deemed received by individual 
Payment deemed received by Receiver General 
Amount not to include refund 


[Instalments — ] Farmers and fishermen 
Definition of “instalment base” 


[Instalments — ] Other individuals 
Payment by mutual fund trusts 
Definition of “instalment base” 


[Instalments exemption — ] Definitions 
Values of A and B in “net tax owing” 
Value of D in “net tax owing” 

No instalment required 

Payment of remainder 


Payment by corporations 

Special case 

Private, mutual fund and non-resident-owned investment corporations 
Definitions 

Payment of remainder 


Payment on behalf of others 

Certificate before distribution 

Personal liability 

Election on emigration 

Election where certain provisions applicable 
Election where subsec. 104(4) applicable 
Form and manner of election and interest 


Tax liability re property transferred not at arm’s length 
Joint liability where subsec. 69(11) applies 

Minister may assess transferee 

Assessment 

Rules applicable 

Discharge of liability 

Special rules re transfer of property to spouse 


Where excess refunded 

Liability for refunds by reason of section 122.5 

[Repealed] 

Liability for refunds by reason of section 122.61 

Liability for excess refunds under section 126.1 to partners 
Assessment 

Where amount applied to liability 
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160.4(4) 


Interest 

161 
161(1) 
161(2) 
161(2.1) 
161(2.2) 
161(3) 
161(4) 
161(4.01) 
161(4.1) 
161(5) 
161(6) 
161(6.1) 
161(6.2) 
161(7) 
161(8) 
161(Q9) 
161(10) 
161(11) 


161(12) [Proposed] 


Penalties 

162 
162(1) 
162(2) 
162(3) 
162(4) 
162(5) 
162(6) 
162(7) 
162(7.1) 
162(8) 
162(8.1) 
162(9) 
162(10) 
162(10.1) 
162(10.2) 
162(10.3) 
162(10.4) 
162(11) 

163 
163(1) 
163(2) 
163(2.1) 
163(2.2) 
163(2.21) 


£63(2.22), (2.3) 


163(2.4) 
163(2.5) 
163(2.6) 
163(2.7) 
163(2.8) 


Detailed Table of Sections 


Joint and several liability in respect of amounts received out of or under RRSP 
Joint and several liability in respect of amounts received out of or under RRIF 
Minister may assess recipient 

Rules applicable 


Liability in respect of amounts received out of or under RCA trust 
Minister may assess recipient 
Rules applicable 


Liability in respect of transfers by insolvent corporations 
Indirect transfers 

Minister may assess recipient 

Rules applicable 


General 

Interest on instalments 

Exception 

Contra interest 

[Repealed] 

Limitation — farmers and fishermen 

Limitation — other individuals 

Limitation — corporations 

Participation certificates 

Income of resident from a foreign country in blocked. currency 
Adjustment of foreign tax payable 

Flow-through share renunciations 

Effect of carryback of loss, etc. 

Certain amounts deemed to be paid as instalments 
Definitions of “instalment base’’, etc. 

When amount deemed paid 

Interest on penalties 

Partnership liable to interest 


Failure to file return of income 

Repeated failure to file 

Failure to file by trustee 

Ownership certificate 

Failure to provide information on form 
Failure to provide Social Insurance Number 
Failure to comply ; 

Failure to make partnership information return 
Repeated failure to file 

Where partnership liable to penalty 

Tax shelter identification number 

Failure to furnish foreign-based information 
Additional penalty 

Shares or debt owned by controlled foreign affiliate 
Application to partnerships 

Application to non-resident trusts 

Effect of subsequent events 


Repeated failures 

False statements or omissions 

Interpretation 

False statement or omission 

False statement or omissions with respect to look-back rule 
Penalty 

False statement or omission 

Shares or debt owned by controlled foreign affiliate 
Application to partnerships 

Application to partnerships 

Application to members of partnerships 
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Detailed Table of Sections 


163(2.9) Where partnership liable to penalty 
163(2.91) ‘Application to non-resident trusts 
163(3) Burden of proof in respect of penalties 
163(4) Effect of carryback of losses etc. 
163.1 Penalty for late or deficient instalments 
Refunds 
164 
164(1) Refunds 
164(1.1) Repayment on objections and appeals 
164(1.2) Collection in jeopardy 
164(1.3) Notice of application 
164(1.31) Application of subsecs. 225.2(4), (10), (12) and (13) 
164(1.4) Provincial refund 
164(1.5) Late refund of overpayment 
164(1.6) Refund of UI premium tax credit 
164(1.7) Limitation of repayment on objections and appeals 
164(2) Application to other debts 
164(2.1) Application respecting refunds under section 122.5 
164(2.2) Application respecting refunds re section 122.61 
164(2.3) {Child Tax Benefit] Form deemed to be a return of income 
164(3)-(3.2) Interest on refunds and repayments 
164(4) Interest on interest repaid 
164(4.1) Duty of Minister 
164(5), (5.1) Effect of carryback of loss, etc. 
164(6) Where disposition of property by legal representative of deceased taxpayer 
164(6.1) ' Exercise or disposition of employee stock option by legal representative of deceased 
employee 
164(7) Definition of “overpayment” 
164.1 [Repealed] 
Objections to Assessments 
165 
165(1) Objections to assessment 
165(1.1) Limitation of right to object to assessments or determinations 
165(1.11) Objections by large corporations 
165(1.12) Late compliance 
165(1.13) Limitation on objections by large corporations 
165(1.14) Application of subsec. (1.13) 
165(1.15) [Proposed] Partnership 
165(1.2) Determination of fair market value [Limitation on objections] 
165(2) Service 
165(2.1) Application 
165(3) Duties of Minister 
165(3.1) Decision by Minister of Human Resources Development 
165(3.2) Reconsideration of determination 
165(4) [Repealed] 
165(5) Validity of reassessment 
165(6) Validity of notice of objection 
165(7) Notice of objection not required 
General 
166 Irregularities 
166.1 i 
166.1(1) Extension of time by Minister 
166.1(2) Contents of application 
166.1(3), (4) How application made 
166.1(5) Duties of Minister 
166.1(6) Date of objection or request if application granted 
166.1(7) When order to be made 
166.2 
166.2(1) Extension of time by Tax Court 
166.2(2) How application made 
166.2(3) Copy to Deputy Minister 
166.2(4) Powers of Court 
166.2(5) When application to be granted 
167 
167(1) Extension of time to appeal 
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Detailed Table of Sections 


167(2) Contents of application 


167(3) How application made 
167(4) Copy to Deputy Attorney. General 
167(5) When order to be made 
Revocation of Registration of Certain Organizations and Associations 
168 ; 
168(1) Notice of intention to revoke registration | 
168(2) Revocation of registration 
Division J — Appeals to the Tax Court of Canada and the Federal Court 
169 
169(1) Appeal 
169(2) Limitation of right to appeal from assessments or determinations 
169(2.1) Limitation on appeals by large wie get 
169(2.2) Waived issues 
169(3) Disposition of appeal on consent 
169(4) Provisions applicable 
170 i 
170(1) [Informal appeals — ] Notice to Deputy Minister 
170(2) Notice, etc., to be forwarded to Tax Court:of Canada 
Ara 
171(1) Disposal of appeal 
171(2), (3) [Repealed under former ret | 
171(4) [Repealed] 
172 
772); (2) [Repealed under former Act] 
172(3) Appeal from refusal to register, revocation of registration, etc. 
172(4), (5) Deemed. refusal to register 
172(6) Application of subsec. 149.1(1) 
‘3 
173(1) References to Tax Court of Canada 
173(2) Time during consideration not to count 
174 
174(1) Reference of common questions to Tax Court of Canada 
174(2) Application to Court 
174(3) Where Tax Court of Canada may determine question 
174(4) Determination final and conclusive 
174(4.1) Appeal 
174(5) Time during consideration of question not counted 
175 Institution of appeals 
176 
176(1) Notice, etc., to be forwarded to Tax Court of Canada 
176(2) Documents to be transferred to Federal Court 
177, dd [Repealed under former Act] 
Le Hearings in camera 
179.1 No reasonable grounds for appeal 
180 
180(1) Appeals to Federal Court of Appeal 
180(2) No jurisdiction in Tax Court of Canada or Federal Court—Trial Division 
180(3) Summary disposition of appeal 
Part I.1 — Individual Surtax 
180.1 
180.1(1) Individual surtax 
180.1(1.1) Foreign tax deduction 
180.1(1.2), (1.3) Deduction from tax 
180.1(2) Meaning of tax payable under Part I 
180.1(3) Return 
180.1(4) Provisions applicable to Part 
Part I.2 — Tax on Old Age Security Benefits 
180.2 
180.2(1) Definitions 
180.2(2) Tax payable 
180.2(3) Withholding 
180.2(4) Determination of amount to be withheld 


180.2(5) 


Return 
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Detailed Table of Sections 


180.2(6) Provisions applicable to this Part 
Part 1.3 — Tax on Large Corporations 
181 
181(1) Definitions 
181(2) Prescribed expressions 
181(3) Determining values and amounts 
181(4) Limitations respecting inclusions and deductions 
181.1 
181.1(1) Tax payable 
181.1(2) Short taxation years 
181.1(3) Where tax not payable 
181.1(4), (5) Deduction 
181.1(6) Definitions 
181.1(7) Acquisition of control 
181.2 
181.2(1) Taxable capital employed in Canada 
181.2(2) Taxable capital 
181.2(3) Capital 
181.2(4) Investment allowance 
181.2(5) Value of interest in partnership 
181.2(6) Loan 
181.3 
181.3(1) Taxable capital employed in Canada of financial institution 
181.3(2) Taxable capital of financial institution 
181.3(3) Capital of financial institution 
181.3(4) Investment allowance of financial institution 
181.4 Taxable capital employed in Canada of non-resident 
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Income Tax Act 


REVISED STATUTES OF CANADA 1985, c..1 (STH SUPPLEMENT), AS AMENDED BY 1994, 
Gui rGs tos 21,28, 29, 38, AT 1005 “eo. ieee eel ds hoe ok 38, a0, 1996. co, 6.11 21. 232:1997, 
GC. «AD, 12) 2SPoQb: 


REVISED STATUTES OF CANADA 1952, c. 148, PARTS I TO IIIA, V TO. VII WERE RE- 
PEALED BY 1970-71-72,'c. 63, s. 1 (PART I) AND NEW PARTS I TO XVII WERE SUBSTI- 
TUTED (THE “AMENDED ACT”), APPLICABLE BY s.9 TO THE 1972 AND SUBSEQUENT 

TAXATION YEARS. THE AMENDED ACT HAS BEEN AMENDED BY 1972, c. 9; 1973-74, cc. 

14, 29, 30, 44, 45, 49, 51; 1974-75-76, cc. 26, 50, 58,.71, 87, 88, 95, 106; 1976-77, c. 4, 10; 1977-78, 

ce. 1, 4, 32, 41, 42; 1978-79, c. 5; 1979, c. 5; 1980-81-82-83, cc. 40, 47, 48, 68, 102, 104, 109, 140, 

158, 161, 167; 1984, c..1; 1984, cc. 6,19, 29, 31, 45;,1985, cc. 22, 45; 1986, cc. 2, 6, 24, 40, 44, 55, 

D8 LOB Hs CO eel dei ty 45, 46; 1988, cc. 28, 55, 65; 1990, cc. 1,.34, 35, 39, 42, 45; 1991, cc. 22, 47, 
49; 1992, cc. 1, 24, 27, 29,48; 1993, cc! 24;:27. 


REVISED STATUTES OF CANADA 1952, c. 148; APPLICABLE TO THE 1953 AND SUBSE- 
QUENT TAXATION YEARS (THE “FORMER ACT”), WAS AMENDED BY 1952-53, c. 40; 1953- 
54. 6. Sf 1959, CC. D450), 965 Ce 39s. LID Fo Cc. 29¢ 1L9D7T-D8 Gus di dtal 958, ci.32;, 1999, c. 45;.1960,..c. 

43; 1960-61, cc..17, 49; 1962-63, -c. 8; 1963, cc. 21,.41; 1964-65, cc. 13, 26, 54; 1965, cc..12, 18; 

1966-67, cc. 25, 47, 69, 82, 84,91, 96, 97; 1967-68, .c. 38; 1968-69, cc. 28, 33, 44; 1969-70, c. 8; 

1970-71-72, cc. 1, 11, 30; 48, 63, 64. 


AN ACT RESPECTING INCOME TAXES 


1. Short title — This Act may be dite as the In- 
come Tax. Act. 


Part |— Income Tax. 
Division A — Liability for Tax 


2. (1) Tax payable. by persons resident.in 
Canada — An income tax shall be paid, as required 
by. this Act, on.the taxable income for each taxation 
year of every person resident in.Canada at any time 
in the year. 


Related Provisions: 2(2) — Calculation of taxable. income; 
96 — Partnerships and their members; 104 — Trusts. and. estates; 
114 — Residence for part of year; 126 — Foreign tax. credit; 
127.5 — Alternative minimum tax; 149 — Exempt persons; 250 — 
Extended meaning of resident. 


Selected Cases [subsec. 2(1)]: Fischer v. Canada, [1995] 1 
C.T.C. 2011 (TCC) (Factors considered where connections with 
both Japan and Canada); Wassick v. Canada, [1994] 2 C.T.C. 2235 
(TCC) (Factors considered by Court in determination of residence); 
The Queen v. Bergelt, [1986] 1 C.T.C. 212 (FCTD) (Taxpayer sev- 
ered residential ties by taking permanent job in U.S.); The Queen v. 
Gurd’s Products Co. Ltd.; 1985] 2 C.T.C. 85 (FCA); leave to ap- 
peal to.SCC refused (sub. nom. Gurd’s Products v. MNR) (1985), 64 
NR 156 (note). (Wholly owned Canadian subsidiary carrying on 
business in Canada deemed to be resident despite central manage- 
ment and control in U.S.); Thibodeau Family Trust v. The Queen, 
[1978] C.T.C. 539 (FCTD) (Trust non-resident where majority of 
trustees reside in Bermuda; trust cannot be resident in two places); 
MNR vy. Stickel, [1974] C.T.C. 416 (SCC) (Retention of U.S. resi- 
dence for purposes of treaty exemption from Canadian tax related to 
period of employment as teacher, not to length of visit); Zehnder & 
Co. v. MNR, [1970] C.T.C. 85 (Exch) (Taxpayer company resident 
when authority vested in Canadian directors despite non-resident 
shareholders); Bedford Overseas Freighters Ltd, v. MNR, [1970] 
C.T.C. 69 (Exch) (Taxpayer company resident when authority 
vested in Canadian directors); MNR v. Crossley Carpets (Canada) 
Ltd., [1968] C.T.C. 570 (Exch) (Where central management and 
control exercised in two countries, corporation had dual residence); 
Schujahn v. MNR, [1962] C.T:C. 364 (Exch) (Intention not relevant; 
residence is question of fact). 


Interpretation Bulletins: IT-106R2: Crown corporation employ- 
ees abroad; IT-193 SR: Taxable income of individuals resident in 
Canada during part ofa year (Special Release); IT-221R2: Determi- 
nation of an individual’s residence status; IT-447: Residence of a 
trust or estate. 


(2) Taxable income — The taxable income of a 
taxpayer for a taxation year is the taxpayer’s income 
for the year plus the additions and minus the deduc- 
tions permitted by Division C. 

Related Provisions: 3 — Income for taxation year; 15.1(2)(c) — 
Issuer of small business development bond; 33.1 — Calculation of 
income for international banking centre; 110.4(2) — Addition under 
forward averaging rules; 110.5 — Additions for foreign tax deduc- 
tions; 248(1) — “Taxable income” may not be less than nil. 


Pre-RSC History: Subsec. 2(2) amended by 1985, c. 45, s. 1 to 
substitute “additions” for “addition”, applicable to 1985 ef seq. 


, Subsec. 2(2) substituted by 1984, c. 1, s. 1, applicable to 1983 et 


seq., to add “plus the addition and”. 


(3) Tax payable by non-resident persons — 
Where a person who is not taxable under subsection 
(1) for a taxation year 


(a) was employed in Canada, 
(b) carried on a business in Canada, or 
(c) disposed of a taxable Canadian property, 


at any time in the year or a previous year, an income 
tax shall be paid, as required by this Act, on the per- 
son’s taxable income earned in Canada for the year 
determined in accordance with Division D. 


Related Provisions [subsec. 2(3)]: 96(1.6) — Members of 
partnership deemed carrying on business in Canada; 114 — Resi- 
dence for part of year; 115(2)(d), — Non-resident deemed employed 
in Canada; 212—219 — Tax on non-residents; 253:— Extended 
meaning of carrying on business in Canada; 217(3)(a) — Non-resi- 
dent who makes election is deemed employed in Canada; Canada- 
U.S. Tax Convention, Art. VII — Business profits of U.S. resident. 


Selected Cases [subsec. 2(3)]: Placrefid Ltd. v. MNR, [1992] 2 
C.T.C. 198 (FCTD) (Payment to cancel settlement agreement not 
proceeds of disposition of option); Randall v. The Queen, [1985] 1 
C.T.C. 268 (FCTD) (Inactive non-resident partner taxable on profit 
participation); Pullman‘v. The Queen, [1983] C.T.C. 52 (FCTD) 


S. 2(3) 


(Non-resident not taxable if not carrying on business in Canada); 
Loeck v. The Queen, [1982] C.T.C. 64 (FCA) (Real estate transac- 
tions carried out by agent for non-resident constitute adventure in 
nature of trade); Rutenberg v. MNR, [1979] C.T.C. 459 (FCA) (U.S. 
resident’s transactions through Canadian broker not sheltered by 
Canada-U.S. Tax Convention); Abed -v. MNR, [1978] C.T.C: 5 
(FCTD) (Non-resident taxable when carrying on business in Canada 
despite no permanent establishment); Masri v. MNR, [1973] C.T.C. 
448 (FCTD) (U.S. resident carrying on business in Canada exempt 
under Canada-U.S. Tax Convention where no permanent establish- 
ment in Canada); Tara Exploration and Development Co. Ltd. v. 
MNR, [1972] C.T.C. 328 (SCC) (Adventure in the nature of trade 
taxable despite no permanent establishment in Canada). 
Interpretation Bulletins [subsec. 2(3)]: IT-113R4: Benefits to 
employees — stock options; IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-171R2: Non-resi- 
dent individuals — computation of taxable income earned in Can- 
ada and non-refundable tax credits; IT-176R2: Taxable Canadian 
property — Interests in and options on real property and shares; 
IT-193 SR: Taxable income of individuals resident in Canada dur- 
ing part of a year (Special Release); IT-221R2: Determination of an 
individual’s residence status; IT-262R2: Losses of non-residents 
and part-year residents; IT-298: Canada-U.S. Tax Convention — 
number of days “present” in Canada; IT-393R2: Election re tax on 
rents and timber royalties — non-residents; IT-420R3: Non-re- 
sidents — income earned in Canada; IT-421R2: Benefits to individ- 
uals, corporations and shareholders from loans or debt; IT-434R: 
Rental of real property by individual. 

Selected Cases [s. 2]: Hertel (M.) v. MNR, [1993] 2 C.T.C. 2050 
(TCC) (Dual resident was German resident under treaty). 
Definitions [s. 2]: “business”, “employed” — 248(1); “employed 
in Canada” — 115(2)(d); “non-resident”, “person”, “property” — 
248(1); “resident in Canada” — 250; “taxable Canadian prop- 
erty” — 248(1); “taxable income” — 2(2), 248(1); “taxable income 
earned in Canada” — 115(1), 248(1); “taxation year” — 249; “tax- 
payer’ — 248(1). 

Forms [s. 2]: NR71: Determination of residency for spouses and 
dependent children; NR72: Determination of residency for employ- 
ees posted abroad; NR73: Determination of residency status (leav- 
ing Canada); NR74: Determination of residency status (entering 
Canada). 


Division B — Computation of 
Income 


Basic Rules 


3. Income for taxation year — The income of a 
taxpayer for a taxation year for the purposes of this 
Part is the taxpayer’s income for the year determined 
by the following rules: 


(a) determine the total of all amounts each of 
which is the taxpayer’s income for the year (other 
than a taxable capital gain from the disposition of 
a property) from a source inside or outside Can- 
ada, including, without restricting the generality 
of the foregoing, the taxpayer’s income for the 
year from each office, employment, business and 
property, 

(b) determine the amount, if any, by which 

(i) the total of 


(A) all of the taxpayer’s taxable capital 
gains for the year from dispositions of 
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property other than listed personal prop- 
erty, and 


(B) the taxpayer’s taxable net gain for the 
year from dispositions of listed personal 
property, 

exceeds 


(ii) the amount, if any, by which the tax- 
payer’s allowable capital losses for the year 
from dispositions of property other than listed 
personal property exceed the taxpayer’s al- 
lowable business investment losses for the 
year, 


(c) determine the amount, if any, by which the to- 
tal determined under paragraph (a) plus the 
amount determined under paragraph (b) exceeds 
the total of the deductions permitted by subdivi- 
sion e in computing the taxpayer’s income for the 
year (except to the extent that those deductions, if 
any, have been taken into account in determining 
the total referred to in paragraph (a)), and 


(d) determine the amount, if any, by which the 
amount determined under paragraph (c) exceeds 
the total of all amounts each of which is the tax- 
payer’s loss for the year from an office, employ- 
ment, business or property or the taxpayer’s al- 
lowable business investment loss for the year, 


and for the purposes of this Part, 


(e) where an amount is determined under para- 
graph (d) for the year in respect of the taxpayer, 
the taxpayer’s income for the year is the amount 
so determined, and 


(f) in any other case, the taxpayer shall be 
deemed to have income for the year in an amount 
equal to zero. 


History: That portion of s. 3 following para. (d) substituted by 
1994, c. 7, Sch. I (1991, c. 49), s. 1, applicable to 1990 et seg. That 
portion formerly read: 


and the amount, if any, determined under paragraph (d) is the 
taxpayer’s income for the year for the purposes of this Part. 


Pre-RSC History: Cl. 3(b)(i)(C) repealed applicable to 1986 ef 
seq. and all that portion following para. 3(c) substituted applicable 
to 1985 et seg. by 1986, c. 6, s. 1; for the 1985 taxation year, that 
portion of s. 3 following para. (c) shall be read as follows: 


(d) determine the amount, if any, by which the amount deter- 
mined under paragraph (c) exceeds the aggregate of 


(i) the aggregate of amounts each of which is his loss for 
the year from an office, employment, business or prop- 
erty or his allowable business investment loss for the 
year, and 


(11) the amount, if any, by which the amount determined 
under subclause (b)(i)(C)(ID) exceeds the amount deter- 
mined under subclause (b)(i)(C)(1); and 


(e) determine the amount, if any, by which the amount deter- 
mined under paragraph (d) exceeds the least of 


(i) the amount, if any, by which the amount determined 
under subparagraph (b)(ii) exceeds the aggregate deter- 
mined under subparagraph (b)(i), 


(ii) the amount, if any, that would be determined under 
subparagraph (i) if the taxpayer’s capital gains and allow- 
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able capital losses for the year did not include those aris- 
ing on the disposition by him of properties in the year 
and after May 22, 1985 and, for the purposes of this 
subparagraph, 
(A) a disposition of property made by the taxpayer 
after May 22, 1985 and before 1986 pursuant to an 
agreement in writing entered into before May 23, 
1985 shall be deemed to have been made by him in 
the year and prior to May 23, 1985, 


(B) a capital gains dividend received by the taxpayer 
after May 22, 1985 shall be deemed to be a capital 
gain of the taxpayer from the disposition of property 
by him after May 22, 1985, and 


(C) an amount designated by a trust under subsection 
104(21) in respect of its net taxable capital gains in 
respect of the taxpayer in the return of the trust’s in- 
come for a taxation year ending after May 22, 1985 
shall be deemed to be a taxable capital gain of the 
taxpayer from the disposition of property by him af- 
ter May 22, 1985, and 


(iii) $2,000, or if the taxpayer is a corporation, nil; 


and the amount, if any, determined under paragraph (e) is the 
taxpayer’s income for the year for the purposes of this Part. 


Cl. 3(b)(Gi)(C) and that portion following para. 3(c) formerly read: 
(C) the amount, if any, by which 


(I) the aggregate of his taxable capital gains for the year 
from indexed security investment plans 


exceeds 


(I) the aggregate of his allowable capital losses for the 
year from indexed security investment plans, 


op we, 


(d) determine the amount, if any, by which the remainder de- 
termined under paragraph (c) exceeds the aggregate of 


(i) the aggregate of amounts each of which is his loss for 
the year from an office, employment, business or prop- 
erty or his allowable business investment loss for the 
year, and 


(ii) the amount, if any, by which the amount determined 
under subclause (b)(i)(C)(I) exceeds the amount deter- 
mined under subclause (b)(i)(C)(1); and 


(e) determine the amount, if any, by which the remainder de- 
termined under paragraph (d) exceeds the lesser of 


(i) the ‘amount, if any, by which the amount determined 
under subparagraph (b)(ii) exceeds the aggregate deter- 
mined under subparagraph (b)(i), and 


(ii) $2,000, or if the taxpayer is a corporation nil; 


and the remainder, if any, obtained under paragraph (e) is the 
taxpayer’s income for the year for the purposes of this Part. 


Subpara. 3(b)(i), para. 3(d) substituted by 1984, c. 1, subsecs. 2(1), 
(2), applicable to taxation years ending after September 30, 1983. 
Subpara. 3(b)(i), para. 3(d) formerly read: 


(i) the aggregate of his taxable capital gains for ities year 
from dispositions of property other than listed personal 
property, and his taxable net gain for the year from dispo- 
sitions of listed personal property, 


eee ee 


(d) determine the amount, if any, by which the remainder de- 
termined under paragraph (c) exceeds the aggregate of 
amounts each of which is his loss for the year from an office, 
employment, business or property or his allowable business 
investment loss for the year; and 


Subpara. 3(b)(ii), para. 3(d) substituted by 1977-78, c. 42, subsecs. 
1(1), (2), applicable to 1978 et seg. Subpara. 3(b)(ii), para. 3(d) for- 
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merly read: 


(ii) his allowable capital losses for the year from disposi- 
tions of property other than listed personal property; 


(d) determine the amount, if any, by which the remainder de- 
termined under paragraph (c) exceeds the aggregate of 
amounts each of which is his loss for the year from an office, 
employment, business or property; and 


Subpara. 3(e)(1i). substituted. by 1977-78, c. 1,.s...1, applicable to 
1977 et seq., to substitute “$2,000” for “$1,000”. 


Selected Cases [s. 3]: Fortino v. Canada, [1997] 2.C.T.C. 2184 
(TCC) (Non-competition agreement not a source of income); 
Schwartz v. Canada, [1996] 1 C.T.C. 303 (SCC) (Provision contem- 
plates taxability of income from unenumerated sources); Belling- 
ham vy. Canada, {1996] 1 C.T.C. 187 (FCA) (‘‘Additional” interest 
in expropriation not income property nor income from a “source” 
and not taxable); The Queen v. Fries, [1990] 2 C.T.C. 439 (SCC) 
(Strike pay from union defence fund not income); Beique v. The 
Queen, [1981] C.T.C. 75 (FCA) (Attempt to split income between 
husband and wife under Quebec law not allowed). 


Definitions [s. 3]: “allowable business investment loss”, “allowa- 
ble capital loss” — 38(b), 248(1); “amount”, “business” — 248(1); 
‘4 a ; “foreign resource prop- 
iat — 66(15), 248(1); “‘listed personal property” — 54, 248(1); 

“office”, “property” — 248(1); “taxable capital gain” — 38(a), 
248(1); “taxable net gain” — 41(1), 248(1); “ i 
11(2), 249; “taxpayer” — 248(1). 


1.T. Application Rules: 20(3)(c), 20(5)(c). 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
134R: Capital gains and losses on dispositions of business property 
by an individual; [T-138R: Computation and flow-through of part- 
nership income; IT-169: Price adjustment clauses; IT-193 SR: Tax- 
able income of individuals resident in Canada during part of a year 
(Special Release); IT-206R: Separate businesses; IT-232R2: Non- 
capital losses, net capital losses, restricted farm losses, farm losses 
and limited partnership losses — their composition and deductibil- 
ity in computing taxable income; IT-256R: Gains from theft, defal- 
cation or embezzlement;, IT-262R2: Losses of non-residents, and 
part-year residents; IT-270R2: Foreign tax credit; IT-334R2: Mis- 
cellaneous receipts; IT-365R2: Damages, settlements and similar re- 
ceipts; IT-377R: Director’s, executor’s or juror’s fees; IT-381R3: 
Trusts — capital gains and losses and the flow-through of taxable 
capital gains to beneficiaries; IT-393R2: Election re tax on rents and 
timber royalties — non-residents; IT-395R: Foreign tax credit— 
foreign-source capital gains and losses; IT-420R3: Non-residents — 
income earned in Canada; IT-434R: Rental of real property by indi- 
vidual; IT-484R2: Business investment losses; [T-490: Barter trans- 
actions; IT-495R2: Child care expenses. 


Advance Tax Rulings: ATR-40: Taxability of receipts under a 
structured settlement; ATR-50: Structured settlement; ATR-68: 
Structured settlement. 


Forms: 1776: Statement of real estate rentals. 


4. (1) Income or loss from a source or from 
sources in a place — For the purposes of this 
Act, 


(a) a taxpayer’s income or loss for a taxation year 
from an office, employment, business, property 
or other source, or from sources in a particular 
place, is the taxpayer’s income or loss, as the 
case may be, computed in accordance with this 
Act on the assumption that the taxpayer had dur- 
ing the taxation year no income or loss except 
from that source or no income or loss except 
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from those sources, as the case may be, and was 
allowed no deductions in computing the tax- 
payer’s income for the taxation year except such 
deductions as may reasonably be regarded as 
wholly applicable to that source or to those 
sources, as the case may be, and except such part 
of any other deductions as may reasonably be re- 
garded as applicable thereto; and 


(b) where the business carried on by a taxpayer or 
the duties of the office or employment performed 
by the taxpayer was carried on or were per- 
formed, as the case may be, partly in one place 
and partly in another place, the taxpayer’s income 
or loss for the taxation year from the business 
carried on, or the duties performed, by the tax- 
payer in a particular place is the taxpayer’s in- 
come or loss, as the case may be, computed in 
accordance with this Act on the assumption that 
the taxpayer had during the taxation year no in- 
come or loss except from the part of the business 
that was carried on in that particular place or no 
income or loss except from the part of those du- 
ties that were performed in that particular place, 
as the case may be, and was allowed no deduc- 
tions in computing the taxpayer’s income for the 
taxation year except such deductions as may rea- 
sonably be regarded as wholly applicable to that 
part of the business or to those duties, as the case 
may be, and except such part of any other deduc- 
tions as may reasonably be regarded as applicable 
thereto. 

Related Provisions: 96(1)(f) — Source of income preserved 

when flows through partnership; 108(5)— Source. of income lost 

when flows through trust. 


Selected Cases [subsec. 4(1)]: /nterprovincial Pipe Line Co. v. 
MNR, [1968] C.T.C. 156 (SCC) (To determine income from a 
source, taxpayer required to deduct interest paid to Canadian lend- 
ers from interest received from U.S. subsidiary). 


Interpretation Bulletins: IT-362R: Patronage dividends. 


(2) Idem — Subject to subsection (3), in applying 
subsection (1) for the purposes of this Part, no de- 
ductions permitted by sections 60 to 64 apply either 
wholly or in part to a particular source or to sources 
in a particular place. 
History: Subsec. 4(2) substituted by 1994, c. 21, subsec. 1(1), ap- 
plicable to 1989 et seq. That subsec. formerly read: 
(2) Idem — Subject to subsection (3), in applying subsection 
(1) for the purposes of this Part, no deductions permitted by 
sections 60 to 63 are applicable either wholly-or in part to a 


particular source or to sources in a particular place, as the 
case may be. 


(3) Deductions applicable — In applying subsec- 
tion (1) for the purposes of subsections 104(22) and 
(22.1) and sections 115 and 126, 


(a) subject to paragraph (b), all deductions per- 
mitted in computing a taxpayer’s income for a 
taxation year for the purposes of this Part, except 
any deduction permitted by any of paragraphs 
60(b) to (0), (p), (r) and (v) to (w), shall apply 


Income Tax Act, Part I 


either wholly or in part to a particular source or to 
sources in a particular place; and 


(b) any deduction permitted by subsection 104(6) 
or (12) shall not apply either wholly or in part to 
a source in a country other than Canada. 


History: Subsec. 4(3) substituted by 1994, c. 21, subsec. 1(2), ap- 
plicable to taxation years ending after November 12, 1981, except 
that for taxation years that begin before 1993, the subsec. shall be 
read as follows: 


(3) The following rules apply for the purposes of this Act: 


(a) in applying paragraph (1)(b) for the purposes of sec- 
tions 115 and 126, subject to paragraph (b), all deduc- 
tions permitted in computing a taxpayer’s income for a 
taxation year for the purposes of this Part shall apply ei- 
ther wholly or in part to a particular source or to sources 
in a particular place; and 


(b) in applying subsection (1) for the purposes of subsec- 
tions 104(22) and (22.1) and sections 115 and 126, 


(i) any deduction permitted by any of paragraphs 
60(b) to (0), (p), (r) and (v) to (w) shall not apply 
either wholly or in part to a particular source or to 
sources in a particular place, and 


(ii) any deduction permitted by subsection 104(6) or 
(12) shall not apply either wholly or in part to a 
source in a country other than Canada. 


Subsec. 4(3) formerly read: 


(3) Deductions applicable — In applying paragraph (1)(b) 
for the purposes. of sections 115 and 126, all deductions al- 
lowed in computing the income of a taxpayer for a taxation 
year for the purposes of this Part, except any deduction per- 
mitted by paragraph 60(b), (c), (d) or (i), shall be deemed to 
be applicable either wholly or in part to a particular source or 
to sources in‘a particular place, as the case may be. 


(4) [Repealed] 


Related Provisions: 181(4), 190(2) — Similar rules for Part [.3 
and Part VI taxes. 


History: Subsec. 4(4) repealed by 1996, c. 21, s. 2, applicable to 
taxation years that end after July 19, 1995. The subsec. formerly 
read: 


(4) Limitation respecting inclusions and deductions — 
Unless a contrary intention is evident, no provision of this 
Part shall be read or construed to require the inclusion or to 
permit the deduction, either directly or indirectly, in comput- 
ing a taxpayer’s income for a taxation year or the taxpayer’s 
income or loss for a taxation year from a particular source or 
from sources in a particular place, of any amount to the extent 
that that amount has been directly or indirectly included or 
deducted, as the case may be, in computing such income or 
loss for the year or any preceding taxation year under, in ac- 
cordance with or because of any other provision of this Part. 


Subsec. 4(4) amended by 1994, c. 7, Sch. II (1991, ¢. 49), s. 2, to 
add “either directly or indirectly,” and “directly or indirectly”, and 
“for the year or any preceding taxation year’, applicable to 1990 er 
seq. 

Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 

Definitions [s. 4]: “amount”, “business” — 248(1); “Canada” — 
255; “employment”, “office”; “property” — 248(1); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1). 

Interpretation Bulletins [s. 4]: IT-256R: Gains from theft, defal- 
cation or embezzlement; IT-270R2: Foreign tax credit; IT-377R: 
Director’s, executor’s or juror’s fees; IT-420R3: Non-residents — 
income earned in Canada. 


Subdiv. a — Office or Employment 


Subdivision a — Income or Loss 
from an Office or Employment 


Basic Rules 


5. (1) Income from office or employment — 
Subject to this Part, a taxpayer’s income fora taxa- 
tion year from an office or employment is the salary, 
wages and other remuneration, including gratuities, 
received by the taxpayer in the year. 


Related) Provisions: 4(1)—Income or loss from a source or 
from-sources in a place;.6 — Amounts included as income from of- 
fice or employment; 8(1)(n) — Reimbursement of salary for periods 
when not employed; 87(2)(k) —Amalgamations — Amount ‘re- 
ceived by employee from new corporation; 115(1)(a)@) — Non-res- 
ident’s: taxable income earned in Canada; 149(1)(a), (b) — Exempt 
individuals; 153(1)(a). — Withholding; Canada-U.S. tax treaty, Art: 
XV,;.X VI — Taxation of dependent personal services. 


Selected Cases [subsec. 5(1)]: Shultz v. Canada, October 15, 
1996, Court File No. 96-29098 (unreported) (TCC) (Bonus payment 
received in respect of period when taxpayer was non-resident was 
taxable. Compare Hewitt); Gernhart v. Canada, [1996] 3 C.T.C. 
2369 (TCC) (Tax equalization payment was remuneration and taxa- 
ble benefit); Placer Dome Inc. v. Canada, [1992] 2 C.T.C. 99 
(FCA); leave to appeal to SCC refused ( 1993), 151 NR 392 (note) 
(Payments by employer into employees’ stock purchase plan gov- 
erned by subsection 7(3); not deductible remuneration); Canada v. 
G.R. Chrapko, [1988].2 C.T.C. 342 (FCA) (Cashier required to in- 
clude. cash shortages withheld from wages), McNeill v. The Queen, 
[1986] 2 C.T.C. 352 (FCTD) (Relocation allowance is not income 
when unrelated to contract of employment and services rendered); 
Nowegijick v. The Queen, [1983] C.T.C. 20 (SCC) (Income from 
services performed by Indian off reserve for corporation with head 
office on reserve was not taxable); Lawson v. The Queen, [1982] 
C.T.C. 368 (FCTD) (Payment for setthement of wrongful dismissal 
claim taxable); Dauphinée v. The Queen, [1980] C.T.C. 332 
(FCTD) (Award for inventions made in the course of employment 
taxable); Loeb v. The Queen, [1978] C-T.C. 460 (FCA) (Payment 
for picketing during strike was income from employment); Morin v. 
The Queen, [1975] C.T.C. 106 (FCTD) (Provincial income taxes de- 
ducted from salary included in income). 


Interpretation Bulletins: IT-68R2:' Exemption: professors. and 
teachers from ‘other countries; IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-113R4: Benefits to em- 
ployees — stock options; IT-167R6: Registered pension plans — 
employee’s.contributions; IT-196R2: Payments by employer to em- 
ployee; IT-202R2: Employees’ or workers’ compensation; IT-213R: 
Prizes from lottery schemes and giveaway contests; IT-222R: Ad- 
vances to employees; IT-257R: Canada.Council grants; IT-266: 
Taxation of members of provincial legislative-assemblies; IT-292: 
Taxation of elected municipal officers; IT-316: Awards for employ- 
ees’ suggestions and inventions; IT-334R2: Miscellaneous receipts; 
IT-365R2: Damages, settlements,and similar receipts; IT-389R: Va- 
cation-with-pay. plans established under collective agreements; IT- 
470R: Employees’ fringe benefits; IT-515R2: Education tax credit. 


Advance Tax Rulings: ATR-21: Pension benefit from an unre- 
gistered pension plan; ATR-45: Share appreciation rights. plan; 
ATR-64: Phantom stock award plan. 


(2) Loss from office or employment — A tax- 
payer’s loss for a taxation year from an office or em- 
ployment is the amount of the taxpayer’s loss, if any, 
for the*taxation year’from that source computed by 
applying, with such modifications as the circum- 
stances require, the provisions of this Act respecting 
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the computation of income from that source: 


Related Provisions: 4(1)— Income or loss from a source or 
from sources in a place; 8(13)— Loss from home office disal- 
lowed; 111(1)(a), 111(8)“non-capital loss” — Carryover of loss 
from employment to prior or later years. 


Selected Cases [subsec, 5(2)]: Mcllhargey v. Canada, [1991] 
2 C.T.C. 52 (FCTD) (Forgiveness of loan to employee for share 
purchase taxable; subsequent loss on sale, not deductible from em- 
ployment income). 

Definitions [s. 5]: “amount”, “employment”, “office”, “salary or 
wages” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Inclusions 


6. (1) Amounts to be included as income from 
office or employment — There shall be included 
in computing the income of a taxpayer for a taxation 
year as income from an office or employment such 
of the following amounts as are applicable: 


(a) value of benefits — the value of board, 
lodging and other benefits of any kind whatever 
received or enjoyed by the taxpayer in the year in 
respect of, in the course of, or by virtue of an of- 
fice or employment, except any benefit 


(i) derived from the contributions of the tax- 
payer’s employer to or under a registered pen- 
sion plan, group sickness or accident insur- 
ance plan, private health services plan, 
supplementary unemployment benefit plan, 
deferred profit sharing plan or group term life 
insurance policy, 


(ii) under a retirement compensation arrange- 
ment, an employee benefit plan or an em- 
ployee trust, 


(iii) that was a benefit in respect of the use of 
an automobile, 


(iv) derived from’ counselling: services in re- 
spect of 


(A) the mental or physical health of the 
taxpayer or an individual related to the tax- 
payer, other than a benefit attributable to 
an outlay or expense to which paragraph 
18(1)() applies, or 


(B) the re-employment or retirement of the 
taxpayer, or 


(v) under a salary deferral arrangement, ex- 
cept to the extent that the benefit is included 
under this paragraph because of subsection 
(11); : 
Related Provisions: 6(1)(e) — Standby charge for automobile; 
6(1)(e.1) — Additional 7% for GST; 6(1)(f)— Insurance benefits 
received by employer; 6(1)(g) — Employment benefit plan; 
6(1)(i) — Salary deferral arrangement payments; 6(1)(k), (1) — Au- 
tomobile operating expense benefits; 6(1.1)— Parking costs are 
taxable benefits; 6(4) — Group term life insurance — taxable bene- 
fit; 6(6) — Employment at’ special work ‘site or remote location; 
6(7) — Cost of property or service excludes GST before. 1996; 
6(11)-(14) — Salary deferral arrangement; 6(15), (15.1) — For- 
giveness of employee debt; 6(16) — Disability-related employment 
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benefits; 6(18)(a) — No benefit from top-up disability payments 
where insurer insolvent; 7(3) — No benefit from stock option 
agreement except as provided under s. 7; 15(5) — Automobile ben- 
efit to shareholder; 18(1)(r) — Limitation on employer deductibil- 
ity — automobile expenses; 32.1 — Employment benefit plan de- 
duction; 56(1)(a) —— Amounts to be included in income for year; 
56(1)(w) — Salary deferral arrangement; 56(1)(x)—(z) — Retire- 
ment compensation arrangement; 81(3.1) — No tax on allowance or 
reimbursement for part-time employee’s travel expenses; 248(1) — 
“retiring allowance” excludes counselling services. 


History: Subpara. 6(1)(a)(iii) substituted by 1994, c. 21, subsec. 
2(1), applicable to 1993 et seq. That subpara. formerly read: 


(iii) that was a benefit in relation to the use of an automobile, 
except to the extent that the benefit related to the operation of 
the automobile, 


Subpara. 6(1)(a)(v) added by 1994, c..7, Sch. II (1991, c. 49), sub- 
sec. 3(1), applicable to 1986 et seq. 


Pre-RSC History: Subpara. 6(1)(a)(iv) added by 1990, c. 39, 
subsec. 1(1), applicable to 1988 et seq. 


Subpara. 6(1)(a)(i) amended by 1990, c. 35, s. 29, to substitute “reg- 
istered pension plan” for “registered pension fund or plan”, applica- 
ble after 1985. 


Subpara. 6(1)(a)(ii) substituted by 1987, c. 46, subsec. 1(1), applica- 
ble after October 8, 1986. Subpara. 6(1)(a)(ii) formerly read: 


(ii) under an employee benefit plan or employee trust, or 


Para. 6(1)(a) substituted by 1980-81-82-83, c. 140, subsec. 1(1), ap- 
plicable to 1982 et seq. Para. 6(1)(a) formerly read: 


(a) the value of board, lodging and other benefits of any kind 
whatever, except any benefit 


(i) derived from his employer’s contributions to or under 
a registered pension fund or plan, group sickness or acci- 
dent insurance plan, private health services plan, supple- 
mentary unemployment benefit plan, deferred profit shar- 
ing plan or group term life insurance policy, or 


(ii) under an employee benefit plan or employee trust, 
that was received or enjoyed by him in the year in respect 
of, in the course of, or by virtue of an office or 
employment; 


Para. 6(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 1(1), ap- 
plicable to 1980 et seg. Para. 6(1)(a) formerly read: 


(a) the value of board, lodging and other benefits of any kind 
whatever (except the benefit he derives from his employer’s 
contributions to or under a registered pension fund or plan, 
group sickness or accident insurance plan, private health ser- 
vices plan, supplementary unemployment benefit plan, de- 
ferred profit sharing plan or group term life insurance policy) 
received or enjoyed by him in the year in respect of, in the 
course of, or by virtue of an office or employment; 


Selected Cases [para. 6(1)(a)]: Shultz v. Canada, October 15, 
1996, Court File No. 96-29098 (unreported) (TCC) (Bonus payment 
received in respect of period when taxpayer was non-resident was 
taxable. Compare Hewitt); Guay v. Canada, [1996] 3 C.T.C. 2385 
(TCC) (Reimbursement of educational expenses was taxable bene- 
fit); Gernhart v. Canada, [1996] 3 C.T.C. 2369 (TCC) (Tax equali- 
zation payment was remuneration and taxable benefit); Lowe v. 
Canada, [1996] 2 C.T.C. 33 (FCA) (No benefit if pleasure portion 
of business trip is incidental); Leduc (succession de) v. Canada, 
[1996] 1 C.T.C. 2873 (TCC) (Costs of transporting food to remote 
location were taxable benefits); Detchon v. Canada, [1996] 1 
C.T.C. 2475 (TCC) (Amount of benefit for free schooling was aver- 
age cost to school of educating student); Krull et al. v. Canada (At- 
torney General), [1996] 1 C.T.C. 131 (FCA) (Mortgage differential 
payment for limited time not a taxable benefit); Mommersteeg and 
Griffin v. Canada, [1995] 2 C.T.C. 2767 (TCC) (Airline mileage 
travel was taxable benefit where tickets giving rise to mileage paid 
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by employer); Blanchard vy. Canada, [1995] 2 C.T.C. 262 (FCA) 
(Source of payment of benefit not relevant so long as there is con- 
nection with employment); Klein v. Canada, [1995] 1 C.T.C. 2980 
(TCC) (Loan forgiveness was part of single severance package); 
Oster v. Canada, [1995] 1 C.T.C. 2224 (TCC) (Transfer allowances 
equal to one month’s pay were taxable benefits and not moving ex- 
penses); Hoefele v. Canada, [1995] 1 C.T.C. 2177 (TCC) (Interest 
subsidy on increased portion of mortgage over ten year period was 
reimbursement of expense, not increase in employee’s remunera- 
tion); Clemiss v. MNR, [1992] 2 C.T.C. 232 (FCTD) (Reimburse- 
ment of legal fees incurred in defence of criminal prosecution for 
alleged conspiracy to defraud company was income); Mcllhargey v. 
Canada, [1991] 2 C.T.C. 52 (FCTD) (Forgiveness of loan to em- 
ployee for share purchase taxable; subsequent loss on sale not de- 
ductible from employment income); Huffman v. Canada, [1990] 2 
C.T.C. 132 (FCA) (Undercover police officer’s reimbursement for 
cost of special clothes not benefit); Splane v. Canada, [1990] 2 
C.T.C. 199 (FCTD); aff'd 92 DTC 6021 (FCA) (Mortgage interest 
differential paid to relocated employee not benefit); Robertson v. 
The Queen, [1988] 1 C.T.C. 111 (FCTD); aff'd [1990] 1 C.T.C. 114 
(FCA); leave to appeal to SCC refused (sub nom. Robertson v. 
MNR) (1990), 113 NR 319 (note) (Profit from exercise of option 
was benefit from employment); McNeill v. The Queen, [1986] 2 
C.T.C. 352 (FCTD) (Without evidence of uncompensated losses 
suffered, “social disruption allowance” for relocation was a benefit 
from employment); Dauphinée v. The Queen, [1980] C.T.C. 332 
(FCTD) (National Research Council of Canada award for invention 
was employment income); The Queen v. Harman, [1980] C.T.C. 83 
(FCA) (Where automobile used for business and personal purposes, 
benefit from employment only to extent of personal use; no standby 
charge); Phaneuf Estate v. The Queen, [1978] C.T.C. 21 (FCTD) 
(Difference between par value and market value of shares was gift, 
not taxable benefit); Philp et al. v. MNR, [1970] C.T.C. 330 (Exch) 
(Trip with expenses paid by supplier for employment performance 
resulted in taxable benefit of 50%); Waffle v. MNR, [1968] C.T.C. 
572 (Exch) (Cruise for employee and wife paid for by supplier was 
fully taxable benefit). 


Regulations: 200(2)(g), 200(3) (information returns). 


Interpretation Bulletins: IT-54: Wage loss replacement plans — 
changes in plans established before June 19, 1971; IT-63R5: Bene- 
fits, including standby charge for an automobile, from the personal 
use of a motor vehicle supplied by an employer — after 1992; IT- 
75R3: Scholarships, fellowships, bursaries, prizes, and research 
grants; IT-85R2: Health and welfare trusts; Benefits to employ- 
ees — stock options; IT-113R4: Benefits to employees — stock op- 
tions; IT-160R3: Personal use of aircraft; IT-167R6: Registered 
pension plans — employee’s contributions; IT-168R3: Athletes and 
players employed by football, hockey and similar clubs; IT-196R2: 
Payments by employer to employee; IT-227R: Group term life in- 
surance premiums; IT-334R2: Miscellaneous receipts; IT-339R2: 
Meaning of “private health services plan”; IT-357R2: Expenses of 
training; IT-365R2: Damages, settlements and similar receipts; IT- 
389R: Vacation-with-pay plans established under collective agree- 
ments; IT-421R2: Benefits to individuals, corporations and share- 
holders from loans or debt; IT-428: Wage loss replacement plans; 
IT-432R2: Benefits conferred on shareholders; IT-470R: Employ- 
ees’ fringe benefits; IT-502: Employee benefit plans and employee 
trusts. 


I.T. Technical News: No. 6 (payment of mortgage interest sub- 
sidy by employer). 


Advance Tax Rulings: ATR-8: Self-insured health and welfare 
trust fund; ATR-21: Pension benefit from an unregistered pension 
plan; ATR-23: Private health services plan; ATR-45: Share appreci- 
ation rights plan. 


(b) personal or living expenses — all 
amounts received by the taxpayer in the year as 
an allowance for personal or living expenses or as 


Subdiv. a — Office or Employment S. 6(1)(b) 


an allowance for any other purpose, except 


(i). travel, personal or peed expense _al- 
lowances 


(A) expressly fixed in an eh of Parlia- 
ment, ‘or 


(B) paid under the authority of the Trea- 
sury Board to a person who. was. appointed 
or whose services were engaged pursuant 
to the Jnquiries. Act, in respect, of the dis- 
charge of the person’s duties relating to the 
appointment or engagement, 


(ii) travel and separation allowances ‘received 


under service regulations asa: GaPEAeE of the, 


Canadian Forces, 


(iii) representation or other special allowances 
received in respect of a period of absence 
from Canada as a person described in para- 
graph 250(1)(b), (c), (d) or (d.1), 


(iv) representation or other special allowances 
received by a person who is an agent-general 
of a province in respect of a period while the 
‘person was in Ottawa as the agent-general of 
_ the province, 


_(v), reasonable allowances for travel expenses 
received by an employee from the employee’s 
employer in respect. of.a period. when the em- 
ployee. was employed in. connection with the 
selling of property or negotiating of contracts 
for the employee’s. employer, 


(vi) reasonable allowances received by a-min- 
ister or clergyman in charge of or ministering 
to a diocese, parish or congregation for ex- 
penses for transportation incident to the dis- 
charge of the duties of. that office or 
employment, 


(vii) reasonable allowances for travel ex- 
penses (other than allowances for the use of a 
motor vehicle) received by an employee 
(other than an employee employed in connec- 
tion with the selling of property or the negoti- 
ating of contracts for the employer) from the 
employer for travelling away from 


(A) the municipality where the employer’s 
establishment at which the employee ordi- 
narily worked. or. to. which. the employee 
ordinarily reported was located, and 


(B) the metropolitan area, if there is one, 
where that establishment was located, 


in the performance of the duties of the em- 
ployee’s office or employment, 


(vii.1) reasonable allowances for the use aid a 
motor vehicle received by an employee (other 
than an employee employed in connection 
with the selling of property or the negotiating 
of contracts, for the employer) from the em- 
ployer for travelling in the performance of the 


duties of the office or employment, 


(viii) such part of the total of allowances ‘re- 

ceived by a person who is a volunteer fireman 

froma government, municipality or: other 

“public authority for expenses incurred by the 

_ person in respect of, in the course of, or by 

virtue of the discharge of the person’s duties 

as, a. volunteer: fireman,,as does not exceed 
$500, or 


(ix) allowances (notin excess of reasonable 
amounts) received by an employee from the 
employee’s employer in respect of any child 
of the employee living away from the em- 
ployee’s domestic establishment in the place 
where the employee is required by reason of 

_ the employee’s employment. to, live and in 
full-time, attendance at a school in which. the 
language primarily used for instruction is the 
official language of Canada primarily used by: 
the employee if 


(A) a school suitable for that child prima- 
rily, using that language of instruction is 
not available in the place. where the em- 
ployee is so required to live, and 


(B) the school the child attends primarily 
uses that language for instruction and is 
not farther from that place than the com- 
munity nearest to that place in which there 
is such a school having suitable boarding 
facilities; 
and, for the purposes of subparagraphs (v), (vi) 
and (vuil.1), an allowance received in a taxation 
year by a taxpayer for the use of a motor vehicle 
in connection with or in the course of the tax- 
payer’s office or employment ‘shall be deemed 
not to be a reasonable allowance 


(x) where. the,measurement of the use of the 
vehicle for. the purpose of the allowance is not 
based ‘solely on the number of kilometres for 
which the vehicle is used in connection with 
or in the course of the office or employment, 
or 


(xi) where the taxpayer both receives an_al- 
lowance in respect of that use and is reim- 
_ bursed in whole or in part for expenses in re- 
spect of that use (except...where.. the 
reimbursement is in respect of supplementary 
_business insurance or toll or ferry charges and 
the amount of the allowance was. determined 
without » reference. to. those reimbursed 
expenses); 
Related Provisions: 6(6) — Employment at special» work site ‘or 
remote. location; 6(16) — Disability-related employment. benefits; 
8(1). = Deductions allowed; 8(1)(c) — Clergyman’s residence; 
8(1)(f). ++ Salesman’s»expenses; 8(1)(g) — Transport employee’s 
expenses; 8(1)(h) — Travelling expenses; 8(1)(h.1) — Motor vehi- 
cle travelling expenses; 8(11)—- GST rebate deemed. not a reim- 
bursement; 18(1)(r)—— Limitation on employer, deductibility — au- 
tomobile expenses; . 81(3.1)— No. tax on. allowance » or: 


S. 6(1)(b) 


reimbursement for part-time employee’s travel expenses. 


History: Subpara. 6(1)(b)(xi) substituted by 1994, c. 21, subsec. 
2(2), applicable to 1993 et seq. That subpara. formerly read: 


(xi) where the taxpayer both receives an allowance in respect 
of that use and is reimbursed in whole or in part for expenses 
in respect of that use (except where the reimbursement is in 
respect of supplementary business insurance or parking, toll 
or ferry charges and the amount of the allowance is deter- 
mined without reference to those reimbursed expenses); 


That portion of subpara. 6(1)(b)(vii) preceding cl. (A), and subpara. 
(vii.1), amended by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 3(2), 
(3), to substitute, in each, “reasonable allowances” for “allowances 
(not in excess of reasonable amounts)”, and “the negotiating” for 
“negotiating”, applicable to 1990 et seq. 


That portion of para. 6(1)(b) following cl. (ix)(B) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 3(4), that portion between 
cl. (ix)(B) and subpara. (x) applicable to 1990 et seg., and subparas. 
(x) and (xi) applicable to 1988 et seq., except that those subparas. 
are not applicable to the 1988 and 1989 taxation years of an individ- 
ual who so elects by notifying the Minister of National Revenue in 
writing. That portion formerly read: 


and, for the purposes of subparagraphs (v), (vi) and (vii.1), an 
allowance received in the year by the taxpayer for use of a 
motor vehicle in connection with or in the course of the tax- 
payer’s office or employment shall be deemed to be in excess 
of a reasonable amount 


(x) where the measurement of the use of the vehicle for 
the purpose of the allowance is not based solely on the 
number of kilometres for which the vehicle is used in 
connection with or in the course of the office or employ- 
ment, or 


(xi) where the taxpayer both receives an allowance in re- 
spect of the use of the vehicle in connection with or in 
the course of the office or employment and is reimbursed 
in whole or in part for expenses in respect of the same 
use; 


Pre-RSC History: That portion of subpara. 6(1)(b)(vii) preceding 
cl. (A) substituted, subpara. (vii.1) and that portion of para. 6(1)(b) 
following subpara. (ix) (including subparas. (x), (xi)) added, by 
1988, c. 55, subsecs. 1(1) to (3), applicable to 1988 et seg. That 
portion of subpara. 6(1)(b)(vii) preceding cl. (A) formerly read: 


(vii) allowances (not in excess of reasonable amounts) for 
travelling expenses received by an employee (other than an 
employee employed in connection with the selling of prop- 
erty or negotiating of contracts for his employer) from his 
employer if they were computed by reference to time actually 
spent by the employee travelling away from 


Cl. 6(1)(b)(ix)(B) substituted by 1985, c. 45, subsec. 2(1), applica- 
ble to 1984 et seq. Cl. 6(1)(b)(ix)(B) formerly read: 


(B) the school that the child attends is the school closest to 
that place in which that language is the language primarily 
used for instruction; ii 


Subparas. 6(1)(b)(iii), (viii) substituted by 1980-81-82-83, c. 48, 
subsecs. 1(2), (3), applicable to 1980 et seg., to add reference to 
para. (d.1) and to substitute “$500” for “$300”. 


Subpara. 6(1)(b)(ix) added by 1974-75-76, c. 26, subsec. 1(1), ap- 
plicable to 1974 et seq. 


Selected Cases [para. 6(1)(b)]: MacDonald v. Canada, [1994] 
2 C.T.C. 48 (FCA) (Monthly housing subsidy for RCMP officer 
was taxable allowance); The Queen v. Eggert, [1985] 2 C.T.C. 343 
(FCTD) (Fixed monthly allowance for expenses, not determined ac- 
cording to time spent travelling, nor in connection with selling or 
negotiating, was taxable benefit); The Queen v. Paradis, [1985] 2 
C.T.C. 3 (FCTD) (Lump sum for meals, not determined according 
to time spent travelling, was taxable); The Queen v. Demers, [1981] 
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C.T.C. 282 (FCTD) (Allowance intended to compensate employee 
for working in another country was taxable benefit); The Queen vy. 
Lavers, [1978] C.T.C. 341 (FCTD) (Fixed mileage allowance for 
use of own car, not determined directly according to time spent 
travelling, was taxable benefit). 


Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-470R: Employees’ 
fringe benefits; IT-516R2: Tuition tax credit; IT-518R: Food, bever- 
ages and entertainment expenses; IT-522R: Vehicle, travel and sales 
expenses of employees. 


(c) director’s or other fees — director’s or 
other fees received by the taxpayer in the year in 
respect of, in the course of, or by virtue of an of- 
fice or employment; 
Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-377R: Director’s, 
executor’s or juror’s fees; IT-470R: Employees’ fringe benefits; IT- 
518R: Food, beverages and entertainment expenses. 


(d) allocations, etc., under profit sharing 
plan — amounts allocated to the taxpayer in the 
year by a trustee under an employees profit shar- 
ing plan as provided by section 144 except sub- 
section 144(4), and amounts required by subsec- 
tion 144(7) to be included in computing the 
taxpayer’s income for the year; 

Related Provisions: 8(1)(0.1)— Deduction for forfeited 


amounts; 12(1)(n) — Income inclusion — amount received from 
EPSP; 144(9) — Deductions for forfeited amounts. 


(e) standby charge for automobile — where 
the taxpayer’s employer or a person related to the 
employer made an automobile available to the 
taxpayer, or to a person related to the taxpayer, in 
the year, the amount, if any, by which 


(1) an amount that is a reasonable standby 
charge for the automobile for the total number 
of days in the year during which it was made 
so available 7 


exceeds 


(ii) the total of all amounts, each of which is 
an amount (other than an expense related to 
the operation of the automobile) paid in the | 
year to the employer or the person related to 
the employer by the taxpayer or the person re- 
lated to the taxpayer for the use of the 
automobile; 


Related Provisions: 6(1)(a)(iii) — Automobile benefits excluded 
from general inclusion of benefits; 6(1)(e.1) — 7% added to benefit 
before 1996 to reflect GST; 6(1)(k), (1) — Operating expense bene- 
fit; 6(2) — Calculation of reasonable standby charge; 6(2.1) — Re- 
duced standby charge for automobile salesman; 6(7) — Cost of au- 
tomobile includes GST effective 1996; 8(1)(f)(vii) — Salesman’s 
expenses; 12(1)(y) — Partnerships — auto provided to partner or 
employee of partner; 15(5) — Automobile benefit to shareholder. 


Pre-RSC History: Para. 6(1)(e) substituted by 1980-81-82-83, c. 
140, subsec. 1(2), applicable to 1982 et seq. Para. 6(1)(e) formerly 
read: ; 


(e) where his employer made an automobile available to him 
in the year for his personal use (whether for his exclusive per- 
sonal use or otherwise), the amount, if any, by which an 
amount that would be a reasonable standby charge for the au- 
tomobile for the aggregate number of days in the year during 
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which it was made so available (whether or not it was used by 
the taxpayer) exceeds the aggregate of 


(i) the amount paid by him in the year to his employer for 
the use of the automobile, and 


(ii) any amount included in computing his income for the 
year by virtue of paragraph (a) in respect of the use by 
him of the automobile in the year; 


Selected Cases [para. 6(1)(e)]: Bouchard v.. The Queen, [1983] 
C.T.C. 173. (FCTD) (Rolls Royce used by president of company 
was benefit to extent of personal use); The Queen vy. Harman, 
[1980] C.T.C. 83 (FCA) (Automobile for business and personal use 
was benefit from employment to extent of personal use; no standby 
charge). 


Regulations: 200(2)(g), 200(3) (information returns). 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992; IT-168R3: Athletes and 
players employed by football, hockey and similar clubs. 


(e.1) [Repealed] 


Related Provisions: 6(7) — Value of benefit excludes GST 
before 1996; 12(1)(y) — Automobile provided to partner. 


History: Para. 6(1)(e.1) repealed by 1997, c. 10, subsec. 267(1), 
applicable to 1996 et seq. Para. (e.1) formerly read: 


(e.1) goods and services tax — the total of all amounts 
each of which is 7% of the amount, if any, by which 


(1) an amount (in this paragraph referred to as the “bene- 
fit amount”) that would be required under. paragraph (a) 
or (e) to be included in computing the taxpayer’s income 
for the year in respect of a supply, other than a zero-rated 
supply or an exempt supply, (within the meanings as- 
signed by Part IX of the Excise Tax Act) of property or a 
service if no amount were paid to the employer or to a 
person related to the employer in respect of the amount: 
-that would: be so required to be included 


exceeds 


(ii) the amount, if any, included in the benefit amount 
that can reasonably be: attributed to. tax imposed) under an 
Act of the legislature of a province that is a prescribed 
tax for the purposes of section 154 of the Excise Tax Act; 


Para. 6(1)(e.1) substituted by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
1, applicable to 1991 et seq., except that in its application to the 
1991 taxation year the para. shall be read as follows: 


(e.1) the total of all amounts each of which is 7% of the 
amount, if any, by which 


(i) an amount required under paragraph (a) or (e) to be 
included in computing the income of the taxpayer for the 
year in respect of a supply, other than a zero-rated supply 
or an exempt supply, (within the meanings assigned by 
Part IX of the Excise Tax Act) of property or a service 
exceeds 

(ii) the amount, if any, included in the amount that is re- 
quired to be so included under paragraph (a) or (e), as the 
case may be, that can reasonably be attributed to tax im- 
posed under an Act of the legislature of a province that is 
a prescribed tax for the purposes of section 154 of the 
Excise Tax Act; 


Para, 6( 1)(e.1), formerly read: 


(e.1) goods and services tax — the total of all amounts, 
each of which is 7% of the amount, if any, by which 


(i) an amount required under paragraph (a) or (e) to be 
included in computing the income of the taxpayer for the 
year in respect of a supply, other than a zero-rated supply 
or an exempt supply (within the meanings assigned by 


S. 6(1) (6) 


or Employment 


Part IX of the Excise Tax Act), of property or a service in 
respect of which section 173 of that Act applies 


exceeds 


(ii) the amount, if any, included in the amount that is re- 
quired to be so included under paragraph (a) or (e), as the 
case may be, that may reasonably be attributed to tax im- 
posed under an Act of the legislature of a province that is 
a prescribed tax for the purposes of section 154 of the 
Excise Tax Act; 


Pre-RSC History: Para. 6(1)(e.1) added by 1990, c. 45, subsec. 
37(1), applicable to 1991 et seq. 


Selected Cases [para. 6(1)(e.1)]: Hewitt v. Canada, [1996] 1 
C.T.C. 2675 (TCC) (Automobile without insurance and registration 
not “available” to employee). 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


(f) employment insurance benefits — the 
total of all amounts received by the taxpayer in 
the year that were payable to the taxpayer on a 
periodic basis in respect of the loss of all or any 

_part of the taxpayer’s income from an office or 
employment, pursuant to 


(i) a sickness or accident insurance plan, 
(ii) a disability insurance plan, or 
(iii) an income maintenance insurance plan 


to or under which the taxpayer’s employer has 
made a contribution, not exceeding the amount, if 
any, by which | 
(iv) the total of all such amounts received by 
the taxpayer pursuant to the plan before the 
end of the year and 


(A) where there was a preceding taxation 
year ending after 1971 in which any such 
amount was, by virtue of this paragraph, 
included in computing the taxpayer’s in- 
come, after the last such year, and 


| (B) in any other case, after 1971, 
exceeds 


(v) the total of the contributions made by the 
taxpayer under the plan before the end of the 
year and 


(A) where there was a preceding taxation 
year described in clause (iv)(A), after the 
last such year, and 


(B) in any other case, after 1967; 


Related Provisions: 6(18) — No taxable benefit on top-up disa- 
bility payments where insurer insolvent; 8(1)(n.1)(@ii) — Deduction 
for certain amounts reimbursed to employer; 56(1)(a)Giv) — Income 
inclusion for benefit under Employment Insurance Act. 


Selected Cases [para. 6(1)(f)]: Leonard .v. Canada, [1996] 3 
C.T.C, 265 (FCTD) (Sickness benefits. obtained under plan paid by 
employer; no “trust”? arrangement); Dagenais v. Canada, [1995] 2 
C.T.C. 100 (FCTD) (Accepting lower wages as part of labour nega- 
tiations not equivalent to taxpayers’ paying premium on wage loss 
protection plan. Receipts taxable). 


Regulations: 200(2)(f) (information return). 
1.T. Application Rules: 19 (where plan established before June 


S. 6(D(f) 


19, 1971). 


Interpretation Bulletins: IT-54: Wage loss depraoaefent plans; 

IT-85R2: Health and welfare trusts for employees; IT-428: Wage 

loss replacement plans. 

Advance Tax Rulings: ATR-8: Self-insured health and welfare 

trust fund. 
(g) employee benefit plan benefits — the 
total of all amounts each of which is an amount 
received by the taxpayer in the year out of or 
under an employee benefit plan or from the dis- 
position of any interest in any such plan, other 
than the portion thereof that is 


(i) a death benefit or an amount that would, 
but for the deduction provided in the defini- 
tion of that term in subsection 248(1), be a 
death benefit, 


(ii) a return of amounts contributed to the plan 
by the taxpayer or a deceased employee of 
whom the taxpayer is an heir or legal repre- 
sentative, or 


(iii) a superannuation or pension benefit at- 
tributable to services rendered by a person in a 
period throughout which the person was not 
resident in Canada; 
Related Provisions: 6(10) — Contributions; 6(14) — Salary 
deferral arrangement — part of benefit plan; 12(1)(n) — Employee 
profit sharing plan; 12(1)(n.1) — Employee benefit. plan; 
18(1)(o) — Employee benefit plan contributions; 32.1 — Employee 


ployee; 104(13)(b) — Trusts — income payable to beneficiary; 
107.1 — Distribution by employee benefit ieee 212(17) — No 
non-resident withholding tax. 


Pre-RSC History: Subpara. 6(1)(g)(iii) amended by 1990, c. 35, s. 
1, to substitute “throughout which the person” for “during which 
he”, applicable to 1988 ef seq. 


Para. 6(1)(g) added by 1980-81-82-83, c. 48, subsec. 1(4), applica- 
ble to 1980 et seq. 


Selected Cases [para. 6(1)(g)]: Canada v. Yienve Canada 
Ltd. (No. 3), [1992] 2 C.T.C. 95 (FCTD) (Employee stock owner- 
ship plan was “stock option” under section 7, not “employee benefit 
plan”); Canada vy. Chrysler Canada Ltd., [1991] 2 C.T.C. 156 
(FCTD); additional reasons (sub nom. Canada v. Chrysler Canada 
Ltd. (No. 2)) at [1992] 1 C.T.C. 61 (FCTD) (Employee stock owner- 
ship plan both agreement to issue shares to employees (taxable pur- 
suant to section 7) and employee benefit plan (taxable pursuant to 
paragraph 6(1)(g))). 

Interpretation Bulletins: IT-499R: Superannuation or pension 
benefits; IT-502: Employee benefit plans and employee trusts. 


Advance Tax Rulings: ATR-17: Employee benefit plan — 


purchase of company shares; ATR-39: Self-funded leave of 
absence. 


(h) employee trust — amounts allocated to the 
taxpayer for the year by a trustee under an em- 
ployee trust; 
Related Provisions: 6(1)(a) — Value of -benefits; 12(1)(n) — 
Employee profit sharing plan; 12(1)(n.1) — Employee benefit plan; 
32.1 — Employee benefit plan deductions; 104(6) — Deductions in 
computing income of trust; 104(13) — Income payable to benefici- 
ary; 107.1 — Distribution by employee trust; 212(17) — No non- 
resident withholding tax. 
Pre-RSC History: Para. 6(1)(h) added by 1980-81-82-83, c. 48, 
subsec. 1(4), applicable to 1980 ef seq. 
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Regulations: 200(2)(g) (information return). 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. 


(i) salary deferral arrangement pay- 
ments — the amount, if any, by which the total 
of all amounts received by any person as benefits 
(other than amounts received by or from a trust 
governed by a salary deferral arrangement) in the 
year out of or under a salary deferral arrangement 
in respect of the taxpayer exceeds the amount, if 
any, by which 
(i) the total of all deferred amounts under the 
arrangement that were included under para- 
graph (a) as benefits in computing the tax- 
payer’s income for preceding taxation years 


exceeds 
(ii) the total of 


(A) all deferred amounts received by any 
person in preceding taxation years out of 
or under the arrangement, and 


(B) all deferred amounts under the ar- 
rangement that were deducted under para- 
graph 8(1)(0) in computing the taxpayer’s 
income for the year or preceding taxation 
years; 

Related Provisions: 6(11)— Salary deferral arrangement; 


20(1)(00), (pp) — Salary deferral arrangement — deductions; 
56(1)(w) — Benefits — salary deferral arrangement. 


Pre-RSC History: Para. 6(1)(i) added by 1986, c. 55, subsec. 1(1), 

applicable to 1986 et seq. 
(j) reimbursements and awards — amounts 
received by the taxpayer in the year as an award 
or reimbursement in respect of an amount that 
would, if the taxpayer were entitled to no reim- 
bursements or awards, be deductible under sub- 
section 8(1) in computing the income of the tax- 
payer, except to the extent that the amounts so 
received 


(i) are otherwise included in computing the in- 
come of the taxpayer for the year, or 


(ii) are taken into account in computing the 
amount that is claimed under subsection 8(1) 
by the taxpayer for the year or a preceding 
taxation year; 


Pre-RSC History: Para. 6(1)(j) added by 1990, c. 39, subsec. 1(2), 
applicable with respect to amounts received after 1989. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(k) automobile operating expense bene- 
fit — where 


(i) an amount is determined under subpara- 
graph (e)(i) in respect of an automobile in 
computing the taxpayer’s income for the year, 


(ii) amounts related to the operation (other- 
wise than in connection with or in the course 
of the taxpayer’s office or employment) of the 
automobile for the period or periods in the 
year during which the automobile was made 


Subdiv. a — Office or Employment 


available to the taxpayer or a person related to 
the taxpayer are paid or payable by the tax- 
payer’s employer or a person related to the 
taxpayer’s employer (each of whom is in this 
paragraph referred to as the “payor’”), and 


(iii) the total of the amounts so paid or paya- 
ble is not paid in the year or within 45 days 
after the end of the year to the payor by the 
taxpayer or by the person related to the 
taxpayer, 
the amount in respect of the operation of the au- 
tomobile determined by the formula 


A-B 

where 

A is 
(iv) where the automobile is used primarily 
in the performance of the duties of the tax- 
payer’s office or employment during the 
period or periods referred to in subpara- 
graph (ii) and the taxpayer notifies the em- 
ployer in writing before the end of the year 
of the taxpayer’s intention to have this 
subparagraph apply, '/2 of the amount de- 
termined under subparagraph (e)(i) in re- 


spect of the automobile in computing the 


taxpayer’s income for the year, and 


(v) in any other case, the amount equal to 
the product obtained when the amount pre- 
scribed for the year is multiplied by the to- 
tal number of kilometres that the automo- 
bile is driven (otherwise than in connection 
with or in the course of the taxpayer’s of- 
fice or employment) during the period or 
periods referred to in subparagraph (ii), 
and 


B is the total of all amounts in respect of the op- 
eration of the automobile in the year paid in 
the year or within 45 days after the end of the 
year to the payor by the taxpayer or by the 
person related to the taxpayer; and 

Related Provisions: 6(1)(a)(iii) — Automobile benefits excluded 
from general inclusion of benefits; 6(1.1) —— Parking is not an oper- 
ating cost; 6(2.2) — Optional calculation of operating benefits; 
Automobile benefit to partner or employee of partner; 
15(5) — Automobile benefit to shareholder; 257 — Formula cannot 
calculate to less than zero. 


History: Para. 6(1)(k) added by 1994, c. 21, subsec. 2(3), applica- 
ble to 1993 et seq. 


Regulations: 7305.1 (amount prescribed for 6(1)(k)(v). 


Interpretation Bulletins: IT-63R5: Benefits, including standby 

charge for'an automobile, from the personal use of a motor vehicle 

supplied by an employer — after 1992. 
(1) idem — the value of a benefit in respect of 
the operation of an automobile (other than a ben- 
efit to which paragraph (k) applies or would ap- 
ply but for subparagraph (k)(iii)) received or en- 
joyed by the taxpayer in the year in respect of, in 
the course of or because of, the taxpayer’s office 
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or employment. 


Related Provisions: 6(1)(a)(iii) — Automobile. benefits excluded 
from general inclusion of benefits; 15(5) — Automobile benefit to 
shareholder. 


History: Para. 6(1)(1) added by 1994, c. 21, subsec. 2(3), applicable 
to 1993 et seq. 

Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 

Selected Cases [subsec. 6(1)]: The Queen v. Lao, [1993] 2 
C.T.C. 25 (FCTD) (Relocation payment in respect of higher hous- 
ing costs not employment.income); Blanchard v. Canada, [1992] 2 
C.T.C. 403 (FCTD); appealed to FCA (Nov. 20, 1992), File A- 
1532-92 (Amount paid to employee on termination of participation 
in housing program representing possible realtor’s fees on future 
sale not taxable as employee benefit); Thompson v. MNR, [1989] 2 
C.T.C, 226 (FCTD) (Expenses for office in home owned by tax- 
payer disallowed except for portion of utilities); Cooper v. MNR, 
[1989] 1 C.T.C. 66 (FCTD) (interest-free loan by. € estate to executor 
was not taxable benefit). 

Interpretation Bulletins: IT-91R4: Employment at ae work 
sites or remote work locations. 


(1.1) Parking cost — For the purposes of this sec- 
tion, an amount or a benefit in respect of the use of a 
motor vehicle by a taxpayer does not include any 
amount or benefit related to the parking Shs the 
vehicle. 

Related Provisions: 6(1)(a)(iii), 6(1)(e), (k) — Benefit in respect 
of the use of an automobile; 6(16)(a) — Parking costs are non-taxa- 


ble benefit for disabled employee; 15(5)— Automobile benefit to 


shareholder. 


History: Subsec. 6(1.1) added by 1994, c. 21, subsec. 2(4), applica- 
ble to 1993 et seq. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


(2) Reasonable standby charge — For the pur- 
poses of paragraph (1)(e), a reasonable standby 
charge for an automobile for the total number of 
days (in this subsection referred to as the “total 
available days”) in a taxation year during which the 
automobile is made available to a taxpayer or to a 
person related to the taxpayer by the employer of the 
taxpayer or by a person related to the employer (both 
of whom are in this subsection referred to as the 
“employer’’) shall be deemed to be the amount deter- 
mined by the formula 


i 


x [2% x(CXD) +2 x (E_ P)] 


where 
A is the lesser of 


(a) the total number of kilometres that the au- 
tomobile is driven (otherwise than in connec- 
tion with or in the course of the taxpayer’s of- 
fice or employment) during the total available 
days, and 

(b) the value determined for B for the year 
under this subsection in respect of the standby 
charge for the automobile during the total 


S. 6(2) 


available days, 


except that the amount determined under para- 
graph (a) shall be deemed to be equal to the 
amount determined under paragraph (b) unless 


(c) the taxpayer is required by the employer to 
use the automobile in connection with or in 
the course of the office or employment, and 


(d) all or substantially all of the distance trav- 
elled by the automobile in the total available 
days is in connection with or in the course of 
the office or employment; 


is the product obtained when 1,000 is multiplied 
by the quotient obtained by dividing the total 
available days by 30 and, if the quotient so ob- 
tained is not a whole number and exceeds one, by 
rounding it to the nearest whole number or, 
where that quotient is equidistant from two con- 
secutive whole numbers, by rounding it to the 
lower of those two numbers; 


is the cost of the automobile to the employer 
where the employer owns the vehicle at any time 
in the year; 

is the number obtained by dividing such of the 
total available days as are days when the em- 
ployer owns the automobile by 30 and, if the quo- 
tient so obtained is not a whole number and ex- 
ceeds one, by rounding it to the nearest whole 
number or, where that quotient is equidistant 
from two consecutive whole numbers, by round- 
ing it to the lower of those two numbers; 


is the total of all amounts that may reasonably be 
regarded as having been payable by the employer 
to a lessor for the purpose of leasing the automo- 
bile during such of the total available days as are 
days when the automobile is leased to the em- 
ployer; and 
is the part of the amount determined for E that 
may reasonably be regarded as having been paya- 
ble to the lessor in respect of all or part of the 
cost to the lessor of insuring against 
(a) loss of, or damage to, the automobile, or 
(b) liability resulting from the use or operation 
of the automobile. 


Related Provisions: 6(2.1)— Reduced benefit for automobile 
salesperson; 12(1)(y) — Automobile benefit to partner or employee 


of partner; 15(5)— Automobile benefit to shareholder; 
85(1)(e.4) — Transfer of passenger vehicle to corporation by 
shareholder. 


Pre-RSC History: Subsec. 6(2) substituted by 1988, c. 55, subsec. 
1(4), applicable to 1988 et seg. Subsec. 6(2) formerly read: 


(2) Reasonable standby charge minimum amount — For 
the purposes of paragraph (1)(e) an amount that is a reasona- 
ble standby charge for the automobile for the aggregate num- 
ber of days in a taxation year during which it was made avail- 
able by an employer or by a person related to the employer 
shall be deemed to be the amount equal to the product ob- 
tained when 


(a) where the employer or the person related to the em- 
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ployer owned the automobile at any time in the year, an 
amount in respect of its cost to the employer or to the 
person related to the employer equal to the percentage 
thereof obtained when 2% is multiplied by the quotient 
obtained when such of the aggregate number of days 
hereinbefore referred to as were days during which the 
employer or the person related to the employer owned the 
automobile is divided by 30 (except that if the quotient so 
obtained is not a full number and exceeds one it shall be 
taken to the nearest full number or, if there is no nearest 
full number, then to the full number next below it), or 


(b) where the employer or the person related to the em- 
ployer leased the automobile from a lessor at any time in 
the year, an amount equal to 7/3 of the amount by which 
the amounts payable by the employer or the person re- 
lated to the employer to the lessor for the purpose of leas- 
ing the automobile for the aggregate number of days 
hereinbefore referred to exceeds the portion of those 
amounts that may reasonably be regarded as having been 
paid to the lessor in respect of all or part of the cost to 
him of insuring against 


(1) loss of, or damage to, the automobile, or 
(ii) liability resulting from the use of the automobile 
is multiplied by the proportion that 
(c) the lesser of 


(i) the aggregate number of kilometres that the auto- 
mobile was driven (otherwise than in the perform- 
ance of the duties of the taxpayer’s office or employ- 
ment) in the year or portion thereof during which the 
automobile was made so available, and 


(ii) the product obtained when 1,000 is multiplied by 
(A) the quotient obtained under paragraph (a), or 


(B) the amount that would be the quotient ob- 
tained under paragraph (b) if the calculation re- 
ferred to in paragraph (a) were also applicable in 
computing the amount determined under para- 
graph (b) 

as the case may be, 

is of 
(d) the amount determined under subparagraph (c)(1i) 


and for the purposes of this subsection it shall be assumed, 
unless the taxpayer establishes otherwise in prescribed form, 
that the aggregate number of kilometres referred to in subpar- 
agraph (c)(i) is not less than the product obtained under sub- 
paragraph (c)(11). 
Subsec. 6(2) substituted by 1980-81-82-83, c. 140, subsec. 1(3), ap- 
plicable to 1982 et seq. Subsec. 6(2) formerly read: 


(2) For the purposes of paragraph (1)(e) “an amount that 
would be a reasonable standby charge for the automobile” for 
the aggregate number of days in a taxation year during which 
it was made available by an employer shall be deemed not to 
be less than, 


(a) where the employer owned the automobile at any time 
in the year, an amount in respect of its capital cost to the 
employer equal to the percentage thereof obtained when 
1% is multiplied by the quotient obtained when such of 
the aggregate number of days hereinbefore referred to as 
were days during which the employer owned the automo- 
bile is divided by 30 (except that if the quotient so ob- 
tained is not a full number it shall be taken to be the near- 
est full number or, if there is no nearest full number, then 
to the full number next below it), and 


(b) where the employer leased the automobile from a les- 
sor at any time in the year, an amount.equal to '/s of the 
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amount by which the amounts payable by the employer 
to the lessor for the purpose of leasing the automobile for 
the aggregate number of days hereinbefore referred to ex-’ | 
ceeds the portion of those amounts that may reasonably 
be regarded as having been paid to the lessor in respect of 
all or part of the cost to him of insuring against 


(1) loss of, or damage to, the automobile, or 

(ii) liability resulting from the use of the automobile. 
Para. 6(2)(b) substituted by 1973-74, c. 14, subsec. 1(1), BR PADE 
to 1972 et seq. 


Selected Cases [subsec. 6(2)]: Meeuse v. Canada, (1995) 1 
C.T.C. 21 (FCTD) (Full standby charge to be included in income 
unless presumption rebutted in prescribed form). ree 
Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the eben: use of a motor vehicle 


(2.1) Automobile salesman — Where in a taxa- 
tion year 
(a) a taxpayer was employed principally in sell- 
ing or leasing automobiles, 
(b) an automobile owned by the taxpayer’s em- 
ployer was made available by the employer to the 
taxpayer or to a person related to the taxpayer, 
and 


(c) the employer has acquired one. or more 
automobiles, 


the amount that would otherwise be determined 
under subsection (2) as a reasonable standby charge 
shall, at the option of the employer, be computed as 
if 
(d) the reference in the formula in subsection (2) 
to “2%” were read as a reference to “1'4/2%’’, and 


(e) the cost to the employer of the automobile 
were the greater of 


(i) the quotient obtained by dividing 
(A) the cost tothe employer of:all new au- 
tomobiles acquired by the employer in the 


year for sale or lease in the course of the 
employer’s business 


by 
(B) the number of automobiles described 
in clause (A), and 

(11) the quotient obtained by dividing 
(A) the cost to the employer of all automo- 
biles acquired by the employer in the year 


for sale or lease in the course of the em- 
ployer’s. business 
by 
(B) the number of automobiles described 
in clause (A). 
Pre-RSC History: Subsec. 6(2.1) substituted by 1988, c. 55, sub- 
sec. 1(4), applicable to 1988 et seg. Subsec. 6(2.1) formerly read: 


(2.1) Automobile salesman — Where in a taxation year a 
taxpayer was employed principally in selling automobiles and 
an automobile owned by his employer was made available to 
him in the year by his employer, the amount that would other- 
wise be determined under paragraph (2)(a) shall, at the option 
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of the employer, be computed as if 


(a) the reference therein to “2%” were read as a reference 
to “112%”; and 


(b) the cost to the employer of the automobile were the 
quotient obtained by dividing 


(i) the cost to him of all new automobiles acquired 
by him in the year for sale in the course of his 
business 


by 
(ii) the number of automobiles described in subpara- 
graph (i). 
All that portion of subsec. 6(2.1) preceding para. (b)(i) substituted 


by 1980-81-82-83, c. 140, subsec. 1(4), applicable to 1982 et seq. 
That portion formerly read: 


(2.1) Where in a taxation year a taxpayer was employed prin- 
cipally'in ‘selling automobiles and an automobile owned by 
his employer. was made available to him in the year by his 
employer for his personal use, in determining the amount that 
would be a reasonable standby charge for the automobile for 
the aggregate number of days in the year during which it was 
so made available, paragraph (2)(a) shall, at the option of the 
taxpayer, apply as if 

(a) the reference therein to ““1%” were read as a reference 

to ‘?/4 of 1%”; and 


Subsec. 6(2.1) added by 1973-74, c. 14; subsec. 1(2), applicable to 
1972 et seq. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of.a motor vehicle 
supplied by an employer — after 1992. . 


(2.2) [Repealed] 


History: Subsec. 6(2.2) repealed by 1994, c. 21, subsec. 2(5), ap- 
plicable to: 1993 et seg. That subsec. formerly read: 


\(2.2) Benefit re auto operation — Where 


(a) an amount is determined under subparagraph (1)(e)(1) 
for an automobile in computing the income of a taxpayer 
for a taxation year, 


(b) the automobile is used primarily in the performance 
of the duties of the taxpayer’s office or employment, and 


(c) the taxpayer notifies the taxpayer’s employer in writ- 
ing before the end of the year that the amount of the ben- 
efit relating to the operation ‘of the automobile for the pe- 
riod in the year during which it was made available is to 
be determined under this subsection, 


the amount of the benefit relating to the operation of the auto- 
mobile shall, for the purposes of paragraph (1)(a), be deemed 
to be the amount, if any,. by. which 


(d) one-half of the amount determined for the automobile 
under subparagraph (1)(e)(i) in respect of the ten ayer 
for the year 


exceeds 


(e) the total of all amounts related to the operation of the 
automobile paid in the year, by the taxpayer or by a per- 
son related to the taxpayer, to the employer or to the per- 
son who. made the automobile available. 


Pre-RSC History: Subsec. 6(2.2) substituted by 1988, c. 55, sub- 
sec. 1(4), applicable to 1988 et seg. Subsec. 6(2.2) formerly read: 


(2.2) Benefit re automobile operation — Where an amount 
is determined under subparagraph (1)(e)(i) for an automobile 
in computing the income of a taxpayer for a taxation year and 
the taxpayer notifies his employer in writing before the end of 
the year that the amount of the benefit related to the operation 
of the automobile for the period in the year during which it 


S. 6(2.2) 


was made available is to be determined under this subsection, 
the amount of such benefit shall, for the purposes of para- 
graph (1)(a), be deemed to be the amount, if any, by which 


(a) one-half of the amount determined for the automobile 
under subparagraph (1)(e)(i) in respect of the taxpayer 
for the year 


exceeds 


(b) the aggregate of all amounts each of which is an 
amount related to the operation of the automobile paid in 
the year to the employer or the person who made the au- 
tomobile available by the taxpayer or by a person related 
to the taxpayer. 


Subsec. 6(2.2) added by 1984, c. 45, s. 1, applicable to 1984 et seq. 


(3) Payments by employer to employee — An 
amount received by one person from another 


(a) during a period while the payee was an officer 
of, or in the employment of, the payer, or 


(b) on account, in lieu of payment or in satisfac- 
tion of an obligation arising out of an agreement 
made by the payer with the payee immediately 
prior to, during or immediately after a period that 
the payee was an officer of, or in the employment 
of, the payer, 


shall be deemed, for the purposes of section 5, to be 
remuneration for the payee’s services rendered as an 
officer or during the period of employment, unless it 
is established that, irrespective of when the agree- 
ment, if any, under which the amount was received 
was made or the form or legal effect thereof, it can- 
not reasonably be regarded as having been received 


(c) as consideration or partial consideration for 
accepting the office or entering into the contract 
of employment, 


(d) as remuneration or partial remuneration for 
services as an officer or under the contract of em- 
ployment, or 


(e) in consideration or partial consideration for a 
covenant with reference to what the officer or 
employee is, or is not,.to do before or after the 
termination of the employment. 


Related Provisions: 87(2)(k) — a ea — Amount re- 
ceived by employee from new corporation. 


Selected Cases [subsec. 6(3)]: Blanchard v. Canada, [1995] 2 
C.T.C. 262 (FCA) (Source of payment of benefit not relevant so 
long as there is connection with employment); McNeill v. The 
Queen, {1986] 2 C.T.C. 352: (FCTD) (Without evidence of uncom- 
pensated losses suffered, “social disruption allowance” for reloca- 
tion was benefit from employment); Greiner v. The Queen, [1984] 
C.T.C. 92 (FCA) (Payment by new employer (after acquisition of 
former company) to compensate employee for termination of em- 
ployment contract was income, not capital for surrender of rights 
under a contract); Girouard v. The Queen, [1980] C.T.C. 284 (FCA) 
(Liquidated damages for wrongful dismissal pursuant to contract 
were not taxable); MNR v. Beaupré Estate, [1973] C.T:C. 316 
(FCTD) (Fixed salary and other benefits under consulting contract 
entered in consideration for sale of shares to major shareholder were 
part of price, not taxable benefits). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-168R3: Athletes and play- 
ers employed by football, hockey and similar clubs; IT-196R2: Pay- 
ments by employer to employee; IT-247: Employer’s contributions 
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to pensioners’ premiums under provincial medical and hospital ser- 
vices plans; IT-334R2: Miscellaneous receipts; [T-337R2: Retiring 
allowances; IT-365R2: Damages, settlements and similar receipts; 
IT-470R: Employees’ fringe benefits; IT-515R2: Education tax 
credit. 


(4) Group term life insurance — Where at any 
time in a taxation year a taxpayer’s life is insured 
under a group term life insurance policy, there shall 
be included in computing the taxpayer’s income for 
the year from an office or employment the amount, if 
any, prescribed for the year in respect of the 
insurance. 


Related Provisions: 18(9)(a)(iii), 18(9.01) — Limitation on de- 
duction for premiums paid. 


History: Subsec. 6(4) amended by 1995, c. 3, subsec. 1(2), applica- 
ble to insurance provided in respect of periods that are after June 
1994. For insurance provided in respect-of periods that are in 1994 
and before July 1994, subsec. 6(4) should be read as follows: 


(4) Group term life insurance — Notwithstanding any ex- 
ception provided for in paragraph (1)(a), there shall be in- 
cluded in computing a taxpayer’s income for a taxation year 
as income from an office or employment the premium in re- 
spect of any period in the year before July 1994 for any ex- 
cess over $25,000 of the amount of life insurance (other than 
prescribed insurance) in effect on the taxpayer’s life during 
that period under a group term life insurance policy under 
which any life insurance was effected on the taxpayer’s life in 
respect of, in the course of or because of, the taxpayer’s of- 
fice or employment or former office or employment, deter- 
mined as the remainder obtained by 


(a) dividing that proportion of the total premium (other 
than a prescribed premium) payable on account of life in- 
surance under the policy in respect of the policy year that 
ends in the year, minus the amount of any dividend or 
experience rating refund payable on account of life insur- 
ance under the policy in respect of the policy year, that 
the number of days in that period is of the number of 
days in the policy year, by the mean of the total amount 
of life insurance (other than prescribed insurance) in ef- 
fect under the policy at the beginning of the policy year 
and the total amount of life insurance (other than pre- 
scribed insurance) so in effect at the end. of the policy 
year, 


(b) multiplying the quotient obtained under paragraph (a) 

by the excess over $25,000 of the amount of life insur- 

ance (other than prescribed insurance) in effect on the 
. taxpayer’s life during that period under the policy, and 


(c) subtracting from the product obtained under para- 
graph (b) any amount that the taxpayer has reimbursed to 
the taxpayer’s employer, or has paid, in respect of the 
amount of life insurance (other than prescribed insur- 
ance) in excess of $25,000 in effect on the taxpayer’s life 
during that period under the policy, 


and in the case of a taxpayer on whose life any life insurance 
was in effect during any period in the year before July 1994 
under more than one such group insurance policy, 


(d) this subsection shall be read as requiring a separate 
determination of the amount or amounts, if any, to be in- 
cluded in computing the taxpayer’s income for the year 
in respect of each particular policy, and 


(e) the expression “$25,000” in this subsection shall be 
read as referring, in respect of a particular policy, to that 
proportion of $25,000 that the amount of life insurance 
(other than prescribed insurance) in effect on the tax- 
payer’s life during that period under the policy is of the 
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total amount of life insurance (other than prescribed in- 
surance) in effect on the taxpayer’s life during that period 
under all of the policies. 


Subsec. 6(4) formerly read: 


(4) Portion of premium under certain group insurance 
policies — Notwithstanding any exception provided for in 
paragraph (1)(a), there shall be included in computing the in- 


come of a taxpayer for a taxation year as income from an of-_. 


fice or employment the premium in respect of any period in 
the year for any excess over $25,000 of the amount of life 
insurance in effect on the life of the taxpayer during that pe- 
riod under a group term life insurance policy under which any 
life insurance was effected on the life of the taxpayer in re- 
spect of, in the course of, or by virtue of the taxpayer’s office 
or employment or former office or employment, determined 
as the remainder obtained by 


(a) dividing that proportion of the total premium payable 
on account of life insurance under the policy in respect of 
the policy year ending in the year, minus the amount of 
any dividend or experience rating refund payable on ac- 
count of life insurance under the policy in respect of the 
policy year, that the number of days in that period is of 
the number of days in the policy year, by the mean of the 
total amount of life insurance in effect under the policy at 
the commencement of the policy ‘year and the total 
amount of life insurance so in effect at the end of the pol- 
icy year, 


(b) multiplying the quotient obtained under paragraph (a) 
by the excess over $25,000 of the amount of life insur- 
ance‘in effect on the life of the taxpayer during that pe- 
riod under the policy, and 


(c) subtracting from the product obtained under para- 
graph (b) any amount that the taxpayer has reimbursed to 
the taxpayer’s employer, or has. paid, in respect of the 
portion of the premium attributable to the amount of life 
insurance in excess of $25,000 in effect on the taxpayer’s 
life under the policy, 


and in the case of a taxpayer on whose life any life insurance 
was in effect during any period in the year under more than 
one such group insurance policy, 


(d) this subsection shall be read as requiring a separate 
determination of the amount or amounts, if any, to be in- 
cluded in computing the taxpayer’s income for the year 
in respect of each particular policy, ‘and 


(e) the expression “$25,000” in this subsection shall be 
read as referring, in respect of a particular policy, to that 
proportion of $25,000 that the amount of life insurance in 
effect on the life of the taxpayer during that period under 
the policy is of the total amount of life insurance in effect 
on the taxpayer’s life during that period under all of the 
policies. 


Pre-RSC History: Para. 6(4)(c) substituted by 1974-75-76, c. 26, 
subsec. 1(2), applicable to 1974 et seq. Para. 6(4)(c) formerly read: 


(c) subtracting from the product obtained under paragraph (b) 
that proportion of any amount paid by the taxpayer in the year 
in respect of the amount of life insurance in effect on his life 
during that period under the policy that the excess over 
$25,000 of the amount of life insurance so in effect on his life 
is of the amount of life insurance so in effect on his life. 


(5) [Repealed] 


History: Subsec. 6(5) repealed by 1995, c. 3, subsec. 1(3), applica- 
ble to 1995 et seg. Subsec. (5) formerly read: 


(5) Reference to policy year ending in taxation year — A 
reference in subsection (4) to “the policy year” ending in a 
taxation year shall, where there is no such year ending in the 
taxation year, be construed as a reference to the period com- 
mencing on the anniversary in the immediately preceding tax- 
ation year of the date of issue of the policy, or where there is 
no such anniversary, on the date of issue of the policy, and 
ending on the last day in the taxation year on which the pol- 
icy was in effect. 


(6) Employment at special work site or 
remote location — Notwithstanding subsection 
(1), in computing the income of a taxpayer for a tax- 
ation year from an office or employment, there shall 
not be included any amount received or enjoyed by 
the taxpayer in respect of, in the course or by virtue 
of the office or employment that is the value of, or 
an allowance (not in excess of a reasonable amount) 
in respect of expenses the taxpayer has incurred for, 


(a) the taxpayer’s board and lodging for a period 
at 


(i) a special work site, being a location at 
which the duties performed by the taxpayer 
were of a temporary nature, if the taxpayer 
maintained at another. location a self-con- 
tained domestic establishment as the tax- 
payer’s principal place of residence 
(A) that was, throughout the period, availa- 
ble for the taxpayer’s occupancy and not 
rented by the taxpayer to any other,person, 
and 


(B) to which, by reason of distance, the 
taxpayer could not reasonably be expected 
to have returned daily from the special 
work site, or 


(ii) a location at which, by virtue of its re- 
moteness from any established community, 
the taxpayer could not reasonably be expected 
to establish and maintain a self-contained do- 
mestic establishment, 


if the period during which the taxpayer was re- 
quired by the taxpayer’s duties to be away from 
the taxpayer’s principal place of residence, or to 
be. at the special work site or location, was not 
less than 36 hours; or 


(b) transportation between 


(i) the principal place of residence and the 
special work site referred to in subparagraph 
(a)(i), or 

(ii) the location referred to in subparagraph 
(a)(ii) and a location in Canada or a location 
in the country in which the taxpayer is 


employed, 
Regulations: 2700-2704 (prescribed amount). in respect ofa period described in paragraph (a) 
Interpretation Bulletins: IT-85R2: Health and welfare trusts for during which the taxpayer received board and 
employees; IT-227R: Group term life insurance premiums. lodging, or a reasonable allowance in respect of 
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board and lodging, from the taxpayer’s employer. 


Related Provisions: 110.7 — Deduction for residents of northern 
Canada. 


Pre-RSC History: Para. 6(6)(a) substituted by 1985, c. 45, subsec. 
2(2), applicable to 1985 et seq. Para. 6(6)(a) formerly read: 


(a) his board and lodging at 


(i) a special work site, being a location at which the du- 
ties performed by him were of a temporary nature and 
from which, by reason of distance from the place where 
he maintained a self-contained domestic establishment 
(in this subsection referred to as his “ordinary place of 
residence’’) in which he resided, he could not reasonably 
be expected to return daily to his ordinary place of resi- 
dence, or 


(ii) a location at which, by virtue of its remoteness from 
any established community, the taxpayer could not rea- 
sonably be expected to establish and maintain a self-con- 
tained domestic establishment, 


in respect of a period while he was required by his duties to 
be away from his ordinary place of residence, or to be at the 
location, for a period of not less than 36 hours; or 


Subpara. 6(6)(b)(i) amended by 1985, c. 45, subsec. 2(3) to substi- 
tute “principal place of residence” for “ordinary place of residence”, 
applicable to 1985 et seq. 


Subpara. 6(6)(a)(i) substituted by 1980-81-82-83, c. 140, subsec. 
1(5), applicable to 1981 et seg. Subpara. 6(6)(a)(i) formerly read: 


(1) a special work site at which the duties performed by him 
were of a temporary nature and from which, by reason of dis- 
tance from the place where he maintained a self-contained 
domestic establishment (in this subsection referred to as his 
“ordinary place of residence”) in which he resided and actu- 
ally supported a spouse or a person dependent upon him for 
support and connected with him by blood relationship, mar- 
riage or adoption, he could not reasonably be expected to re- 
turn daily to his ordinary place of residence, or 


Subsec. 6(6) substituted by 1977-78, c. 32, s. 1, applicable to 1978 
et seq. Subsec. 6(6) formerly read: 


(6) Employment at special work site — Notwithstanding 
subsection (1), in computing the income of a taxpayer for a 
taxation year from an office or employment, there shall not be 
included 


(a) the value of, or an allowance (not in excess of a rea- 
sonable amount) in respect of expenses incurred by him 
for, board and lodging received by him 


(i) in respect of, in the course of or by virtue of his 
office or employment at a special work’ site from 
which, by reason of distance from the place where he 
maintained a self-contained domestic establishment 
(in this subsection referred to as his “ordinary place 
of residence”) in which he resided and actually sup- 
ported a spouse or a person dependent upon him for 
support and connected with him by blood relation- 
ship, marriage or adoption, he could not reasonably 
be expected to return daily to his ordinary place of 
residence, and 


(ii) in respect of a period while he was required by 
his duties to be away, for a period of not less than 36 
hours, from his ordinary place of residence; or 


(b) the value of, or an allowance (not in excess of a rea- 
sonable amount) in respect of expenses incurred by him 
for, transportation between his ordinary place of resi- 
dence and the special work site referred to in subpara- 
graph (a)(i), received by him 
(i) in respect of, in the course of or by virtue of his 
office or employment described in subparagraph 
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(a)(i), and 


(ii) in respect of a period described in subparagraph 
(a)(ii), during which he received board and lodging, 
or a reasonable allowance in respect of expenses in- 
curred by him for board and lodging, from his 
employer. 


Selected Cases [subsec. 6(6)]: Trwemner v. Canada, [1989] 1 
C.T.C. 356 (FCTD) (Where no evidence produced to show unavail- 
ability of “self contained domestic establishment” in various loca- 
tions, no deduction for value of board and lodging received). 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations; IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-254R2: Fisher- 
men — employees and seafarers — value of rations and quarters; 
IT-470R: Employees’ fringe benefits; IT-518R: Food, beverages 
and entertainment expenses; IT-522R: Vehicle, travel and sales ex- 
penses of employees. 

Forms: TD4: Declaration of exemption — Employment at special 
work site. 


(7) Cost of property or service — To the extent 
that the cost to a person of purchasing a property or 
service or an amount payable by a person for the 
purpose of leasing property is taken into account in 
determining an amount required under this section to 
be included in computing a taxpayer’s income for a 
taxation year, that cost or amount payable, as the 
case may be, shall include any tax that was payable 
by the person in respect of the property or service or 
that would have been so payable if the person were 
not exempt from the payment of that tax because of 
the nature of the person or the use to which the prop- 
erty or service is to be put. 


Related Provisions: 6(1)(e.1) — Benefit of 7% added before 
1996 in place of including GST. 


History: Subsec. 6(7) amended by 1997, c. 10, subsec. 267(2), ap- 
plicable to 1996 et seq. Subsec. (7) formerly read: 


(7) Goods and services tax — To the extent that an amount 
required to be included in computing the income of a tax- 
payer for a taxation year under paragraph (1)(a) or (e) is de- 
termined by reference to the cost to a person of any property 
or service, that cost shall, for the purposes of those 
paragraphs, be determined without reference to any goods 
and services tax payable by that person in respect of the prop- 
erty or service. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


(8) Idem — Where 


(a) an amount in respect of an expense is de- 
ducted under section 8 in computing the income 
of a taxpayer for a taxation year from an office or 
employment, or 


(b) an amount is included in the capital cost to a 
taxpayer of a property described in subparagraph 
8(1)G)Gi) or (p)(i), 
and a particular amount is paid to the taxpayer in a 
particular taxation year as a rebate under the Excise 
Tax Act in respect of any goods and services tax in- 
cluded in the amount of the expense, or the. capital 
cost of the property, as the case may be, the particu- 
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lar amount 


(c) to the extent that it relates to an expense re- 
ferred to in paragraph (a), shall be included in 
computing the taxpayer’s income from. an office 
or employment for the particular year, and 


(d) to the extent that it relates to the capital cost 
of property referred to in paragraph (b), shall be 
deemed, for the purposes of subsection 13(7.1), 
to have been received by the taxpayer in the par- 
ticular year as assistance from a government for 
the acquisition of the property. 

Related Provisions: 8(11)— GST rebate deemed not to be 

reimbursement. 


Pre-RSC History: Subsecs. 6(7), (8) added by 1990, c. 45, subsec. 
37(2), applicable to 1991 et seq. 


Pre-RSC History [former subsecs. 6(7), (8)]: Subsec. 6(8) 
repealed by 1980-81-82-83, c. 48, subsec. 1(5), applicable to 1980 
et seq. Subsec. 6(8) had read: 


(8) Remuneration as employee of spouse — Notwith- 
standing anything in section 5.or this section, in computing 
the income of a taxpayer for a taxation year from an office or 
employment, there shall not be included any amount that is, 
by virtue of subsection 74(3), not required to be so included 
or that is, by subsection 74(4), deemed not to: have been re- 
ceived by, him. 


Subsec. 6(7) repealed by 1977-78, c. 32,.s. 1, applicable to 1978 et 
seq. Subsec. 6(7) had read: 


(7) “Special work site” defined — For the purposes of sub- 
section (6) “special work site” in respect of a taxpayer means 
a site 


(a) at which the duties performed by him were of a tem- 
porary nature, or 


(b) the location. of which was such that the taxpayer 
could not reasonably be expected to establish and main- 
tain a self-contained domestic establishment for his 
spouse or a person described in subparagraph (6)(a)(i) at 
or near the site. 


(9) Amount in respect of interest on 
employee debt — Where an amount in respect of 
a loan or debt is deemed by subsection 80.4(1) to be 
a benefit received in a taxation year by an individual, 
the amount of the benefit shall be included in com- 
puting the income of the individual for the year as 
income from an office or employment. 


Related Provisions: 15(9) — Deemed benefit to shareholder. 


Pre-RSC History: Subsec. 6(9) substituted by 1980-81-82-83, c. 
140, subsec. 1(6), applicable after 1981; and for the 1980.and 1981 
taxation years, subsec. 6(9) shall be deemed to have read as follows: 


(9) Where an amount in respect of a loan is deemed by sub- 
section 80.4(1) to be a benefit received in a taxation year by 
an individual described in paragraph (a) or (a.1) thereof, the 
amount thereof shall be included in computing the income of 
the individual for the taxation year as income from an office 
or employment. 


Subsec. 6(9) formerly read: 


(9) Amount in respect of interest on employee, etc., 
loans — Where an amount in respect of a loan is deemed by 
subsection 80.4(1) to be a benefit received in a-taxation year 
by an individual referred to in paragraph (a) thereof, the 
amount thereof shall be included in computing the income of 
the individual for the taxation year as income from an office 


S. 6(10)(b) 


or employment. 
Subsec. 6(9) added by 1977-78, c. 1,.s. 2, applicable to. 1979. et seq. 
Regulations: 200(2)(g) (information return). 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-421R2: Benefits to individuals, corporations and 
shareholders from loans or debt. 


I.T. Technical News: No. 6 (payment of mortgage interest sub- 
sidy by employer). 


(10) Contributions to an employee benefit 
plan — For the purposes of subparagraph (1)(g)(ii), 


(a) an amount included in the income of an indi- 
vidual in respect of an employee benefit plan for 
a taxation year preceding the year in which it was 
paid out of the plan shall be deemed to be an 
amount contributed to the. plan by the individual; 
and 


(b) where an amount is received in a taxation 
year by an individual from an employee benefit 
plan that was in a preceding year an employee 
trust, such portion of the amount so received by 
the individual as does not exceed the amount, if 
any, by which the lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts allocated to the 
individual or a deceased person of whom 
the individual is .an heir or legal represen- 
tative by the trustee of the plan at a time 
when it was an employee trust 


exceeds 


(B) the total of all amounts previously paid 
out of the plan to or for the benefit of the 
individual or the deceased person at a time 
when the plan was an employee trust, and 


(ii). the portion of the amount, if any, by which 
the cost amount to the plan of its property im- 
mediately before it ceased to be an employee 
trust exceeds its liabilities at that time that 


(A) the amount determined under subpara- 
graph (i) in respect of the individual 
is of 

(B) the total of amounts determined under 
subparagraph (i) in respect of all individu- 
als who were beneficiaries under the plan 
immediately before it ceased to be an em- 
ployee trust 


exceeds 


(iii) the total of all amounts previously re- 
ceived out of the plan by the individual or a 
deceased person of whom the individual is an 
heir or legal representative at a time when the 
plan was an employee benefit plan to the ex- 
tent that the amounts. were deemed by this 
paragraph to be a return of amounts contrib- 
uted to the plan 


shall be deemed to be the return of an amount 
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contributed to the plan by the individual. 


Pre-RSC History: Subsec. 6(10) added by 1980-81-82-83, c. 48, 
subsec. 1(6), applicable to 1980 et seq. 


Interpretation Bulletins: IT-498: The deductibility of interest on 
money borrowed to reloan to employees or shareholders; IT-502: 
Employee benefit plans and employee trusts. 


(11) Salary deferral arrangement — Where at 
the end of a taxation year any person has a right 
under a salary deferral arrangement in respect of a 
taxpayer to receive a deferred amount, an amount 
equal to the deferred amount shall be deemed, for the 
purposes only of paragraph (1)(a), to have been re- 
ceived by the taxpayer as a benefit in the year, to the 
extent that the amount was not otherwise included in 
computing the taxpayer’s income for the year or any 
preceding taxation year. 

Related Provisions: 6(1)(a)(v) — Amounts to be included as in- 
come from office or employment — value of benefits; 6(1)(i) — 
SDA payments; 6(12)-(14) — SDA — Rules; 8(1)(0) — Forfeited 
amounts; 20(1)(00), (pp) — SDA — deduction to employer; 
56(1)(w) — Benefit from SDA — included in income. 


Advance Tax Rulings: ATR-39: Self-funded leave of absence; 
ATR-45: Share appreciation rights plan; ATR-64: Phantom stock 
award plan. 


(12) Idem — Where at the end of a taxation year 
any person has a right under a salary deferral ar- 
rangement (other than a trust governed by a salary 
deferral arrangement) in respect of a taxpayer to re- 
ceive a deferred amount, an amount equal to any in- 
terest or other additional amount that accrued to, or 
for the benefit of, that person to the end of the year 
in respect of the deferred amount shall be deemed at 
the end of the year, for the purposes only of subsec- 
tion (11), to be a deferred amount that the person has 
a right to receive under the arrangement. 


(13) Application — Subsection (11) does not apply 
in respect of a deferred amount under a salary defer- 
ral arrangement in respect of a taxpayer that was es- 
tablished primarily for the benefit of one or more 
non-resident employees in respect of services to be 
rendered in a country other than Canada, to the ex- 
tent that the deferred amount 


(a) was in respect of services rendered by an em- 
ployee who 


(1) was not resident in Canada at the time the 
services were rendered, or 


(ii) was resident in Canada for a period (in 
this subsection referred to as an “excluded pe- 
riod”) of not more than 36 of the 72 months 
preceding the time the services were rendered 
and was an employee to whom the arrange- 
ment applied before the employee became res- 
ident in Canada; and 


(b) cannot reasonably be regarded as being in re- 
spect of services rendered or to be rendered dur- 
ing a period (other than an excluded period) when 
the employee was resident in Canada. 
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Related Provisions: 18(1)(0.1)— Salary deferral arrange- 
ment — no deduction of outlays for non-residents. 


(14) Part of plan or arrangement — Where de- 
ferred amounts under a salary deferral arrangement 
in respect of a taxpayer (in this subsection referred to 
as “that arrangement’) are required to be included as 
benefits under paragraph (1)(a) in computing the tax- 
payer’s income and that arrangement is part of a plan 
or arrangement (in this subsection referred to as the 
plan”) under which amounts or benefits not related 
to the deferred amounts are payable or provided, for 
the purposes of this Act, other than this subsection, 


(a) that arrangement shall be deemed to be a sep- 
arate arrangement independent of other parts of 
the plan of which it is a part; and 


(b) where any person has a right to a deferred 
amount under that arrangement, an amount re- 
ceived by the person as a benefit at any time out 
of or under the plan shall be deemed to have been 
received out of or under that arrangement except 
to the extent that it exceeds the amount, if any, by 
which 
(i) the total of all deferred amounts under that 
arrangement that were included under para- 
graph (1)(a) as benefits in computing the tax- 
payer’s income for taxation years ending 
before that time 


exceeds 
(11) the total of 


(A) all deferred amounts received by any 
person before that time out of or under the 
plan that were deemed by this paragraph to 
have been received out of or under that ar- 
rangement, and 


(B) all deferred amounts under that ar- 
rangement that were deducted under para- 
graph 8(1)(o) in computing the taxpayer's 
income for the year or preceding taxation 
years. 


Related Provisions: 6(1)(g) — Employee benefit plan benefits; 
56(10) — Severability of retirement compensation arrangement. 


Pre-RSC History: Subsecs. 6(11) to (14) added by 1986, c. 55, 
subsec. 1(2), applicable to 1986 et seq. 


(15) Forgiveness of employee debt — For the 
purpose of paragraph (1)(a), 


(a) a benefit shall be deemed to have been en- 
joyed by a taxpayer at any time an obligation is- 
sued by any debtor (including the taxpayer) is 
settled or extinguished; and 


(b) the value of that benefit shall be deemed to be 
the forgiven amount at that time in respect of the 
obligation. 
Related Provisions: 6(15.1) — Meaning of “forgiven amount”: 
15(1.2) — Forgiveness of shareholder loans; 79(3)F(b)(i) — Where 
property surrendered to creditor; 80(1)“forgiven amount’ B(b) — 
Debt forgiveness rules do not apply to amount of benefit; 80.01 — 
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Deemed settlement of debts. 


History: Subsec. 6(15) amended by 1995, c. 21, s. 1, applicable to 
taxation years that end after February 21, 1994. Subsec. 6(15) for- 
merly read: 


(15) Forgiven employee loans — For the purposes of para- 
graph (1)(a), the value of the benefit received or enjoyed by a 
taxpayer, in circumstances where a loan or other obligation to 
pay an amount is settled or extinguished at any time without 
any payment by the taxpayer or by payment by the taxpayer 
of an amount that is less than the amount of the obligation 
outstanding at that time, shall be deemed to be the amount, if 
any, by which the amount of the obligation outstanding at 
that time exceeds the amount so paid, if any. 


Pre-RSC History: Subsec. 6(15) added by 1987, c. 46, subsec. 
1(2), applicable in respect of obligations settled or extinguished af- 
ter February 17, 1987. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(15.1) Forgiven amount — For the purpose of 
subsection (15), the “forgiven amount” at any time 
in respect of an obligation issued by a debtor has the 
meaning that youd be assigned by subsection 80(1) 
if 


(a) the obligation were a commercial obligation 
(within the meaning assigned by subsection 
80(1)) issued by the debtor; 


(b) no amount included in computing income be- 
cause of the obligation being settled or extin- 
guished at that time were taken into account; 


(c) the definition “forgiven amount” in subsection 
80(1) were read without reference to paragraphs 
(f) and (h) of the description of B in that defini- 
tion; and 


(d) section 80 were read without reference to 
paragraphs (2)(b) and (q) of that section. 
Related Provisions: 80.01(1)“forgiven amount” — Application 
of definition for purposes of s. 80.01; 248(26) — Liability deemed 
to be obligation issued by debtor; 248(27) — Partial settlement of 
debt obligation. 


History: Subsec. 6(15.1) added by 1995, c. 21, s. 1, applicable to 
taxation years that end after February 21, 1994. 


(16) Disability-related employment bene- 
fits — Notwithstanding subsection (1), in comput- 
ing an individual’s income for a taxation year from 
an office or employment, there shall not be included 
any amount received or enjoyed by the individual in 
respect of, in the course of or because of the individ- 
ual’s office or employment that is the value of a ben- 
efit relating to, or an allowance (not in excess of a 
reasonable amount) in respect of expenses incurred 
by the individual for, 


(a) the transportation of the individual between 
the individual’s ordinary place of residence and 
the individual’s work location (including parking 
near that location) if the individual is blind or is a 
person in respect of whom an amount is deducti- 
ble, or would but for paragraph 118.3(1)(c) be de- 
ductible, because of the individual’s mobility im- 
pairment, under section 118.3 in computing a 


S. 6(17) top 


taxpayer’s tax payable under this Part for the 
year; or 


(b) an attendant to assist the individual in the per- 
formance of the individual’s duties if the individ- 
ual is a person in respect of whom an amount is 
deductible, or would but for paragraph 
118.3(1)(c) be deductible, under section 118.3 in 
computing a taxpayer’s tax payable under this 
Part for the year. 


Related Provisions: 6(1.1) — Parking normally a taxable bene- 
fit; 64 — Attendant 
impairment. 

History: Subsec. 6(16) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 3(5), applicable to 1991 et seq. 


Interpretation Bulletins: IT-519R: Medical expense and disabil- 
ity tax credits and attendant care expense deduction. 


care expenses; 118.4(1) —Nature of 
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248(1); 
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“amount”, “‘automobile” — 248(1); 


“bene- 


6(18)(a);“benefit amount” — 6(1)(e.1)@); “business” — 


“Canada” — 255; “contribution” — 6(18)(b); 


“cost” 
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| 6(7); “cost amount”, “death benefit’, “deferred amount” — 248(1); 


“deferred payment” — 8(1)(n.1)(i); “deferred profit sharing 


| plan’ mM), 248(1); ‘Gisability policy” — 6(17); “dividend”, 


“employed”, “employee”, “employee benefit plan”, “employee 
trust” — 248(1); “employees profit sharing plan” — 144(1),'248(1): 
“employer” — 6(2), (17), 248(1); “employment” — 248(1); “for- 
given amount”, — 6(15.1); “goods and services tax”, “group term 
life insurance policy”, “individual”, “life insurance policy”, “Minis- 
ter”, “motor vehicle”, “non-resident” — 248(1); “obligation” — 
248(26); “office” — 248(1); “payor” — 6(1)(k)(ii); “person”, “per- 
sonal or living expenses” — 248(1); “policy year” — 6(5); “pre- 
scribed”, “private health services plan” — 248(1); “profit sharing 
plan” — 147(1), 248(1); “property”, eed pension plan”, 
“regulation” — 248(1); “related” —251(2); “resident in Can- 
ada” — 250; “retirement compensation arrangement”, “salary defer- 
ral arrangement”, “self-contained domestic establishment’, “super- 
annuation.. or .. pension. benefit” —.248(1); are Riementary 
py Gea benefit plan” — 145(1), 248(1); “taxation year” — 
249; “taxpayer” —248(1); “top-up disability payment” — 6(17); 
“Treasury Board” —248(1); “writing” — Interpretation Act 35(1). 


| 7. (1) Agreement to issue shares to employ- 


ees — Subject to subsection (1.1), where a corpora- 
tion has agreed to sell or issue shares of the capital 


| stock of the corporation or of a corporation -with 


which it does not deal at arm’s length to an em- 
ployee of the corporation or of a corporation with 
eat it does not deal at arm’s length, 


~ (a) if the employee has acquired shares, under the 
agreement, a Uagal equal to the amount, se any, 
by which prog! 


(i) the value of the shares at the time the em- 
_ployee acquired them 


exceeds 


(ii) the total of the amount paid or to be sipaid 
to’ the corporation by the employee for the 
shares and any amount paid'by the employee 
to acquire the right to acquire the shares 


shall be deemed to have been received, in the tax- 
ation year in which the employee acquired the 
shares, by the employee because of the em- 
ployee’s employment; 


_ (b) if the employee has never ne, or otherwise 
disposed of rights under the agreement in respect 
of some or all of the shares to a person with 
whom the employee was dealing at arm’s length, 
a benefit equal to the amount, if any, by which 


(i) the value of the consideration for. the 
disposition by 


exceeds 


- (ii) the amount, if any, paid by, the employee 
to acquire those rights 
shall be deemed to have been’ neeighd: in the tax- 
ation year in which the employee made the dispo- 
sition, by the employee because of the em- 
ployee’s employment; 
Selected Cases [para. 7(1)(b)]: Dundas v. Canada, [1995] 1 
C.T.C. 184 (FCA) (Court of Appeal reluctant to interfere with infer- 


ence drawn by trial judge from agreed statement of facts); Dundas 
v. MNR, [1993] 1 C.T.C. 398 (FCTD) (Amounts received for can- 
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cellation of stock option rights on amalgamation of corporation 
were proceeds of disposition, not damages). 
(c) if rights of the employee under the agreement 
have, by one or more transactions between per- 
sons not dealing at arm’s length, become vested 
in a person who has acquired shares under the 
agreement, a benefit equal to the amount, if any, 
by which 
(i) the value of the shares at the time that per- 
son acquired them 


exceeds 


(ii) the total of the amount paid or to be paid 
to the corporation by that person for the shares 
and any amount paid by the employee to ac- 
quire the right to acquire the shares 


shall be deemed to have been received, in the tax- 
ation year in which the person acquired the 
shares, by the employee because of the em- 
ployee’s employment, unless at the time the per- 
son acquired the shares the employee was de- 
ceased, in which case such a benefit shall be 
deemed to have been received by the person in 
that year as income from the duties of an employ- 
ment performed by the person in that year in the 
country in which the employee primarily per- 
formed the duties of the employee’s employment; 
(d) if rights of the employee under the agreement 
have, by one or more transactions between per- 
sons not dealing at arm’s length, become vested 
in a particular person who has transferred or oth- 
erwise disposed of rights under the agreement to 
another person with whom the particular person 
was dealing at arm’s length, a benefit equal to the 
amount, if any, by which 


(i) the value of the consideration for the 
disposition 
exceeds 


(i1) the amount, if any, paid by the employee 
to acquire those rights 


shall be deemed to have been received, in the tax- 
ation year in which the particular person made 
the disposition, by the employee because of the 
employee’s employment, unless at the time the 
other person acquired the rights the employee 
was deceased, in which-case such a benefit shall 
be deemed to have been received by the particu- 
lar person in that year as income from the duties 
of an employment performed by the particular 
person in that year in the country in which the 
employee primarily performed the duties of the 
employee’s employment; and 


(e) if the employee has died and immediately 
before the death the employee owned a right to 
acquire shares under the agreement, a benefit 
equal to the amount, if any, by which 


(i) the value of the right immediately after the 
death 


zz 
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exceeds 


(ii) the amount, if any, paid by the employee 
to acquire the right 


shall be deemed to have been received, in the tax- 
ation year in which the employee died, by the 
employee because of the employee’s employ- 
ment, and paragraphs (b), (c) and (d) do not 
apply. 
Related Provisions: 7(1.1) — Stock option granted by CCPC; 
7(1.4) — Exchange of options; 7(1.5)— Rules where shares ex- 
changed; 7(2)— Shares held by trustee; 8(12) — Return of em- 
ployee shares by trustee; 53(1)(j) — Addition to adjusted cost base 
of share; 110(1)(d) — Deduction of '/4 of the taxable benefit; 
110.6(19)(a)(i)(A)B — Election to trigger capital gains exemp- 
tion — no income inclusion; 128.1(1)(b)(v) — Stock options ex- 
cluded from deemed disposition on becoming resident in Canada; 
128.1(4)(b)(vi) — Stock options excluded from deemed disposition 
on becoming non-resident; 164(6.1) — Exercise or disposition of 
employee stock option by legal representative of deceased 
employee. 


History: Paras. 7(1)(a) to (d) substituted and para. 7(1)(e) added by 
1994, c. 7, Sch. If (1991, c. 49), subsecs. 4(1) and (2), paras. 7(1)(a) 
to (d) applicable to 1988 et seq., and (e) applicable with respect to 
deaths occurring after July 13, 1990. Paras. (a) to (d) formerly read: 


(a) if the employee has acquired shares under the agreement, 
a benefit equal to the amount by which the value of the shares 
at the time the employee acquired them exceeds the amount 
paid or to be paid to the corporation therefor by the employee 
shall be deemed to have been received by the employee by 
virtue of the employee’s employment in the taxation year in 
which the employee acquired the shares; 


(b) if the employee has transferred or otherwise disposed of 
rights under the agreement in respect of some or all of the 
shares to a person with whom the employee was dealing at 
arm’s length, a benefit equal to the value of the consideration 
for the disposition shall be deemed to have been received by 
the employee by virtue of the employee’s employment in the 
taxation year in which the employee made the disposition; 


(c) if rights of the employee under the agreement have, by 
one or more transactions between persons not dealing at 
arm’s length, become vested in a person who has acquired 
shares under the agreement, a benefit equal to the amount by 
which the value of the shares at the time that person acquired 
them exceeds the amount paid or to be paid to the corporation 
therefor by that person shall be deemed to have been received 
by the employee by virtue of the employee’s employment in 
the taxation year in which that person acquired the shares; 
and 


(d) if rights of the employee under the agreement have, by 
one or more transactions between persons not dealing at 
arm’s length, become vested in a person who has transferred 
or otherwise disposed of rights under the agreement to a per- 
son with whom the transferor was dealing at arm’s length, a 
benefit equal to the value of the consideration for the disposi- : 
tion shall be deemed to have been received by the employee 
by virtue of the employee’s employment in the taxation year 
in which made the disposition was made. 


Pre-RSC History: All that portion of subsec. 7(1) preceding para. 
(a) substituted by 1977-78, c. 1, subsec. 3(1), applicable to agree- 
ments entered into after March 31, 1977, to add “Subject to subsec- 
tion (1.1),”. 

Selected Cases [subsec. 7(1)]: Del Grande (E.) v. Canada, 
[1993] 1 C.T.C. 2096 (TCC) (Stock option benefit received as di- 


rector or officer when rights acquired, not when subsequently exer- 
cised); Ball (D.J.) v. MNR, [1992] 2 C.T.C. 2770 (TCC) (Benefit 
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under stock option agreement commensurate with numberof shares 
issued and acquired on full payment of consideration in accordance 
with corporation law, not number of shares employee entitled to ac- 

quire under option); Hale v. Canada, [1992] Yi lg WOME 1S) (FCA): 

leave to appeal to SCC refused (1993), 151 NR 159 (note) (Benefit 
from exercising options. while resident in UK and after Canadian 
employment terminated taxable; subsection 7(4) not inconsistent 
with Article 15(1) of Canada-UK Convention); Clemiss v. MNR, 

[1992] 2 C.T.C. 232 (FCTD) (Benefit taxable in year shares paid for 
and registered, not in year option purportedly exercised); Placer 
Dome Inc. v. Canada, [1992] 2: C.T.C. 99 (FCA); leave to‘appeal to 
SCC refused (1993), 151 NR 392 (note) (Payments into’ employees’ 
stock purchase plan governed by subsection 7(3), not deductible re- 
muneration); Canada v. Chrysler Canada Ltd. (Nov 3), {1992] 2 
C.T.C. 95 (FCTD) (Employee stock ownership plan was “stock op- 
tion’, not “employee benefit plan” under paragraph 6(1)(g)); Gesser 
(N.) Estate v. MNR, [1992] 2.C.T.C. 26 (FCA); leave to appeal to 
SCC refused (1992),'143 NR 394 (note) (“Pseudo-transfer” of 
shares executed in 1970 resulted in taxable benefit in later year); 
Ingram v. MNR, [1991]}-2 C.T.C.-2259 (TCC) (Taxpayer not taxable 
on gains from stock options taken as agent for others legally barred 
from taking them); Canada, v. Chrysler, Canada Ltd., [1991] 2 
C.T.C. 156 (FCTD); additional reasons at (sub nom..Canada v. 
Chrysler Canada Ltd. (No. 2)) [1992] 1 C.T.C. 61 (FCTD) (Em- 
ployee stock ownership plan both agreement to issue’shares to em- 
ployees (taxable pursuant to section 7) and employee benefit plan 
(taxable pursuant to paragraph 6(1)(g))); Hale v. Canada, [1990] 2 
C.T.C. 247 (FCTD); aff'd [1992] 2:C.T.C. 377: (FCA); leave to ap- 
peal to SCC refused (March: 11; 1993), Doc. 23193 (Director’s fees 
received by non-resident were 50% taxable. Article, 15.of Canada- 
U.K. Tax Convention. interpreted); Pollock y. Canada, [1990] 1 
C.T.C...196 (FCTD); appealed to FCA (Jan. 19, 1990), File A; 
75/76-90 (Shares acquired under employee stock option may be ob- 
ject of adventure in nature of trade); Grohne v. Canada, [1989] 1 
C.T.C. 434 (FCTD) (Shares acquired by director/shareholder pursu= 
ant to rights offering were not benefit received by virtue of office); 
The Queen v.. Beaumont, [1988] 2 C.T.C. 365 (FCA) (Whether or 
not a transaction is at arm’s length is question of fact); Steen v. The 
Queen, [1988] 1 C.T.C. 256 (FCA) (Shares valued at date option 
exercised); Busby v. The Queen, [1986] 1 C.T.C. 147 (FCTD) 
(Profit from disposition of shares in company associated to ‘em- 
ployer company was not benefit from employment); Mansfield v. 
The Queen, [1984] C.T.C. 547 (FCA); leave to appeal to SCC re- 
fused (1985), 58 NR 237 (Difference between cost of convertible 
debenture and value of shares was both taxable benefit and addition 
to adjusted cost base); Grant v. The Queen;-{1974} C.T.C. 332 
(FCTD) (Profit from disposition of shares acquired at market:value 
was not benefit). ' 


Interpretation Bulletins: IT-96R6: Options ohne by. corpora- 
tions to acquire shares, bonds, or debentures. and by. trusts to acquire 
trust units; IT-171R2: Non-resident individuals — computation of 
taxable income earned in Canada and non-refundable tax credits. 


Information Circulars: 89-3: Policy statement on business equity 
valuations. 


1.T. Technical News: No. 1 (convertible preferred shares); No. 7 
(stock options plans — receipt of cash in lieu of shares). 


Advance Tax Rulings: ATR-15: Employee. stock option plan; 
ATR-64: Phantom stock award plan. 


(1.1) Employee stock options — Where after 
March 31, 1977 a Canadian-controlled private cor- 
poration (in this subsection referred to as “the corpo- 
ration’) has agreed to sell or issue a share of the cap- 
ital stock of the corporation or of a Canadian- 
controlled private corporation with which it does not 
deal at arm’s length to an employee of the corpora- 
tion or of a Canadian-controlled private corporation 
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with which it does not deal at arm’s length and at the 
time immediately after the agreement was made the 
employee was. dealing at, arm’s length with 


(a) the corporation, 

(b) the Canadian-controlled private corporation, 
the share of the capital stock of which has been 
agreed to be sold by the corporation, and 


'(c) the Canadian-controlled private corporation 
_ that i is. the employer. of the employee, 


in applying paragraph (1)(a) in respect of the em- 


_ ployee’s acquisition of the share, the reference in 


that paragraph to “the taxation year in which the em- 
ployee acquired the shares” shall be read as a refer- 
ence to “the taxation year in which the employee dis- 
posed of or exchanged the shares”. 

Related Provisions: 7(1.3) — Order of disposition. of shares; 
7(1.4) —Exchange of options; 7(1.5) — Exchange | of’ shares; 
110(1)(d), (d.1) — Deduction: of '/+ of ‘the: taxable: benefit. 


History: , That-portion of subsec. 7(1.1), following para. (c) 


amended by 1994, c. 7,.Sch. IL.(1991, c. 49), subsec. 4(3), to substi- 
tute “read as a reference to” for “read as” , applicable to. 1988 et seq. 


Pre-RSC History: That portion of subsec. 7(1.1) following para. 

(c) substituted by 1986;'c. 6, subsec. 2(1), applicable with respect to 

shares acquired after May 22,-1985.' That portion formerly read: 
paragraph (1)(a) does not apply in respect of the employee’s 
acquisition of the share unless the employee disposes. of the 
share, otherwise, than as a consequence of his death, within 
two years from the date he acquired it. 


Subsec. 7(1.1): added by 1977- 78, c. 1, subsec. 3(2), applicable to 


_ agreements entered into after March 31, 1977. 
- Selected Cases, [subsec. 7(1.1)]: Wiebe et al. v.. The Queen, 


[1987] 1 C.T.C. 145 (FCA) (Provision inapplicable to shares ac- 
quired in 1978 pursuant to option agreement entered before March 
31, 1977 where agreement was radically changed at time of share 
purchase). 


Interpretation ‘Bulletins: IT 96R6; Options aes by, corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units; IT-171R2: Non-resident individuals — computation of 
taxable income earned in Canada and. non-refundable. tax credits. 


' Advance Tax Rulings: ATR-15:,Employee stock option plan. 


(1.2) [Repealed under former Act] 


Pre-RSC History: Subsec. 7(1.2) repealed by 1986, c. 6, subsec. 
2(2);, applicable with respect to shares pean after May 22, 1985. 
Subsec. 7(1.2) formerly read: 


(1.2) Idem — Where a taxpayer has acquired a share in cir- 
cumstances such that, if he had not disposed of it within two 

“years from the date he acquired it, paragraph (1)(a) would not 
have, applied to the acquisition by reason of subsection (1.1), 
the reference in paragraph (1)(a) to “the taxation year in 
which he acquired the shares” shall be read as “the taxation 
year in which he disposed of the shares”. 


| Subsec. 7(1.2) added by 1977-78, c: 1, subséc. 3(2), applicable to 


agreements enterediinto after, March 31, 1977. 


(1.3) Order of disposition of shares — For the 
purpose of subsection (1.1), a taxpayer shall be 
deemed to dispose of shares that are identical proper- 
ties in the order in which the taxpayer acquired them. 


Related Provisions: 248(12) — Identical properties. 


- Pre-RSC History: Subsec. 7(1.3) added by 1977-78, c. 1, subsec. 


23. 


3(2),-applicable to agreements entered into after March 31, 1977. 
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(1.4) Exchange of options — For the purposes of 
this section and paragraph 110(1)(d), where 


(a) a taxpayer disposes of rights under an agree- 
ment referred to in subsection (1) or (1.1) to ac- 
quire shares of the capital stock of a particular 
corporation that made the agreement or of a cor- 
poration with which the particular corporation 
does not deal at arm’s length (which rights and 
shares are referred to in this subsection and para- 
graph 110(1)(d) as the “exchanged option” and 
the “old shares”, respectively), 


(b) the taxpayer receives no consideration for the 
disposition of the exchanged option other than 
rights under an agreement with 


(i) the particular corporation, 


(ii) a corporation with which the particular 
corporation does not deal at arm’s length im- 
mediately after the disposition, 


(iii) a corporation formed on the amalgama- 
tion or merger of the particular corporation 
and one or more other corporations, or 


(iv) a corporation with which the corporation 
referred to in subparagraph (ii1) does not deal 
at arm’s length immediately after the 
disposition | 
to acquire shares of its capital stock or of the cap- 
ital stock of a corporation with which it does not 
deal at arm’s length (which rights and shares are 
referred to in this subsection and paragraph 
110(1)(d) as the “new option” and the “new 
shares’, respectively), and 


(c) the amount, if any, by which 


(i) the total value of the new shares immedi- 
ately after the disposition 


exceeds 
(ii) the total amount payable by the taxpayer 
to acquire the new shares under the new 
option 

does not exceed the amount, if any, by which 
(iii) the total value of the old shares immedi- 
ately before the disposition 

exceeds 
(iv) the amount payable by the taxpayer to ac- 
quire the old shares under the exchanged 
option, 

the following rules apply: 
(d) the taxpayer shall be deemed not to have dis- 


posed of the exchanged option and not to have 
acquired the new option, 


(e) the new option shall be deemed to be the same 
option as, and a continuation of, the exchanged 
option, and 

(f) the corporation referred to in subparagraph 
(b)(i1), (iii) or (iv), as the case may be, shall be 
deemed to be the same corporation as, and a con- 
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tinuation of, the particular corporation. 


History: Subsec. 7(1.4) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 4(4), applicable to 1988 et seq. except that where a tax- 
payer so elects by notifying the Minister of National Revenue in 
writing, the subsec. is not applicable with respect to dispositions of 
property by the taxpayer before July 14, 1990. Subsec. 7(1.4) for- 
merly read: 


(1.4) Rules where options exchanged — For the purposes 
of this section and paragraph 110(1)(d), where a taxpayer ex- 
changes rights that the taxpayer has acquired under an agree- 
ment referred to in this section (in this subsection referred to 
as an “exchanged option”) on an amalgamation or merger of 
two or more corporations and receives no consideration for 
the disposition of the exchanged option other than rights 
under an agreement of the corporation resulting from the 
amalgamation or merger to issue or sell to the taxpayer shares 
of its capital stock or of the capital stock of a corporation 
with which it does not deal at arm’s length (in this subsection 
referred to as a “new option’), the following rules apply: 


(a) the taxpayer shall be deemed not to have disposed of 
the exchanged option and not to have acquired the new 
option; 

(b) the new option shall be deemed to be the same option 
as, and a continuation of, the exchanged option; and 


(c) the amalgamated or merged corporation shall be 
deemed to be the same corporation as, and a continuation 
of, each predecessor corporation. 


Pre-RSC History: All that portion of subsec. 7(1.4) preceding 
para. (a) amended by 1987, c. 46, s. 2, to add “and paragraph 
110(1)(d)”, applicable with respect to rights exchanged on an amal- 
gamation or merger occurring after 1984. 


Subsec. 7(1.4) added by 1985, c. 45, s..3, applicable with respect to 
rights acquired on an amalgamation or merger occurring after 1984. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units. . 


(1.5) Rules where shares exchanged — For the 
purposes of this section and paragraph 110(1)(d.1), 
where 


(a) a taxpayer disposes of or exchanges shares of 
a Canadian corporation that were acquired by the 
taxpayer under an agreement referred to in sub- 
section (1.1) (in this subsection referred to as the . 
“exchanged shares’’), 


(b) the taxpayer receives no consideration for the 
disposition or exchange of the exchanged shares 
other than shares (in this subsection referred to as 
the “new shares’’) of 


(i) the corporation, 


(ii) a corporation with which the. corporation 
does not deal at arm’s length immediately af- 
ter the disposition or exchange, 


(ii1) a corporation formed on the amalgama- 
tion or merger of the corporation and one or 
more other corporations, or 


(iv) a corporation with which the corporation 
referred to in subparagraph (iii) does not deal 
at arm’s length immediately after the disposi- 
tion or exchange, and 


(c) the total value of the new shares immediately 
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after the disposition or exchange does not exceed 
the total value of the old shares immediately 
before the disposition or exchange, 


the following rules apply: 


(d) the taxpayer shall be deemed: not to hakie dis- 
posed of or exchanged the exohanged: shares, Aud 
not to:have acquired the new shares,: 


(e) the new shares shall be deemed to be the same 
shares as, and a continuation of, the exchanged 
shares, 


(f). the, corporation: that ieWiad the new. shares 
shall be deemed to be the same corporation as, 
and a continuation of, the corporation that issued 
the exchanged shares, and> 


(g) where the exchanged shares were issued 
under ‘an ‘agreement; the new shares shall be 
deemed: “to have ‘been issued munder ‘that 
agreement. 


Related Provisions: 110)(ay “Employee ‘stock options.’ 


History: The opening words of subsec, 7(1.5) substituted by 1994, 
c. 21, s. 3, ‘applicable to 1992 er’ seg: The opening words of that 
subsec. formerly read: 


(1.5) Exchange of shares —7 KOR Ge purposes of See 
(1.1) and, paragraph .110(1)(d:1), where 


Subsec.. 7(1.5) substituted by 1994, c..7,.Sch. II AuaY C,,49),;sub- 
sec. 4(4), applicable to 1988 et seg..except that where a taxpayer so 
elects by notifying the Minister of National Revenue in writing, the 
subsec. is not applicable to dispositions of property by the taxpayer 
before July 14,°1990. Subsec. 7(1.5) formerly read: 


(1.5) Rules where shares exchanged — For the. purposes 
of subsection (1.1) and paragraph 110(1)(d.1), where, in cir- 
cumstances ‘where subsection 85.1(1) or 87(4) apply, a tax- 
payer acquires shares of-a Canadian corporation (in this sub- 
section tefetred to as “new shares”) in exchange for shares of 
a Canadian: corporation acquired under an agreement ‘referred 
to in subsection (1.1) (in this subsection referred to:as ‘ex 

changed. shares’’), the following rules apply: 


(a) the*taxpayer shall ‘be deemed not to have disposed of. 
or exchanged the exchanged shares and not to have ac; 
quired the new shares; 


(b) the new shares shall be decrnedite to be: the same ‘hanes 
as, and a continuation of, the exchanged shares; 


(c) the purchaser (within-the-meaning assigned by section 
85.1) or. the new corporation (within the, meaning as- 
signed by section 87), as the case may be, shall be 
deemed to be the same corporation as, and a continuation 
of, the corporation that issued the exchanged shares}-and 
(d) where the exchanged shares were issued under ‘an 
agreement, the new shares shall.be deemed to have been 
issued under that agreement. 


Pre-RSC History: All-that portion of subsec. 7(1.5) Btecedinis 
para. (b) amended to add reference, to paragraph 110(1)(d-1) and to 


substitute in para.-7(1.5)(a)-“disposed: of -or exchanged theex: | 


changed shares’<for “disposed ofthe exchanged shares”, by 1986,.c. 


6, subsec. 2(3), applicable with respect to shares acquired after May | 
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Subsec. 7(1.5), added by 1985, .c. 45, s. 3, applicable, with respect to 
shares, acquired.on an amalgamation, merger or share for share eXx- 
change occurring after 1984. 

Interpretation Bulletins: IT-96R6: Options \granted by..corpora- 
tions to.acquire shares, bonds, or debentures and by trusts to acquire 
trust units. 
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(2) Shares. held by trustee — Where a. share is 
held. by, a trustee in trust or otherwise, whether abso- 
lutely, conditionally or contingently, for.an em- 
ployee, the employee shall be deemed, for, the pur- 
poses. of this section and sisi binGaipan and 
(d.1), 


»(a)‘to have acquired ae share at naa time the trust 
commenced so to hold it; and : 


(b) to have exchanged or disposed of the Laie at 
the time the trust exchanged it or disposed of it to 
any person other than the employee. 


Related Provisions: 8¢12) <> Return of employee shares by. trus- 
tee; 110.6(16) — Personal trust. 


Pre-RSC History: Subsec. 7(2) substituted by 1986, c. 6, aia 
2(4), applicable with respect to shares acquired after May, 221989: 
Subsec. 7(2) formerly read: 


QQ) Shares held by a trustee — Where a share is held by, a 
trustee in trust or otherwise, either absolutely, conditionally 
or contingently, for an*employee, the ‘employee ‘shall’ be: 
deemed, for the purposes of this. section and. paragraph. 
110(1)(d), to have acquired the share at. the time the trustee 
commenced so to hold it. 


Subsec.,7(2) substituted by 1984, c. 45, s. 2, to x adit “and, paragraph 
110(1)(d)”, applicable after Febuary hd, 1984. 


(3) Special provision — Where ' a corporation has 
agreed to sell or issue shares of the’capital stock of 
the corporation or of a corporation, with which it 
does not deal at.arm’s length .to an employee of the 
corporation or of.a corporation with which it does 
not deal at arm’slength, 


- (a) no benefit shall be deemed ‘to nls been re- 

‘ceived or enjoyed by the employee under or by 

virtue of the agreement for the purpose of this 
Part except as provided by this section; and 


(b) the income for a taxation year of the corpora- 
tion or of a corporation with which it does not 
“deal at arm’s length shall be deemed to be not 
Jess than its income for the year would have been 
if a benefit had not been. conferred on the em- 
ployee by the sale or issue of the shares to the 
employee or to a person in whom the employee’s 
rights under the agreement have become vested. 
Selected Cases [subsec. 7(3)]: Placer Dome Inc. y. Canada, 
[1992] 2 C.T.€. 99 (FCA); leave to appeal’ to SCC refused [ufire- 
ported] (March 18, 1993), Doc. 23247 (Payments by taxpayer into 
employees’ stock purchase’ plan not deductible); Kaiser Petroleum 
Ltd..y. Canada, [1990] 2 C.T.C. 439 (FCA); leave to.appeal to SCC 
refused (1991), 136 NR 407 (note) (Compensation paid to employ- 
ees to terminate employees’ stock option was non-deductible capital 
outlay,).,, 


Interpretation Bulletins: IT-96R6: eptibtis stated by corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units. 


I.T. Technical News: No. 7 (stock options plans — receipt of 
cash in lieu of shares). 


Advance Tax Rulings: ATR-64: Phantom stock award plan. 
(4) Application of subsec. (1) — For greater cer- 


tainty it is hereby declared that, where a person to 
whom. any provision of subsection (1)..would other- 
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wise apply has ceased to be an employee before all 
things have happened that would make that: provi- 
sion applicable, subsection (1) shall continue to ap- 
ply as though the person were still an employee and 
as though the employment were still in existence. 
Selected Cases [subsec. 7(4)]: Grohne v. Canada, [1989] 1 
C.T.C. 434 (FCTD) (Shares acquired by director/shareholder pursu- 
ant to rights offering were not benefit received by virtue of office); 
Hurd v. The Queen, [1981] C.T.C. 209 (FCA) (Benefit from exer- 
cise of option taxable where U.S. resident performed duties in Can- 
ada in year of exercise. No treaty exemption). 


(5) Non-application of this section — This sec- 
tion does not apply if the benefit conferred by the 
agreement was not received in respect of, in the 
course of, or by virtue of, the employment. 

Selected Cases [subsec. 7(5)]: Grohne v. Canada, [1989] 1 


C.T.C. 434 (FCTD) (Shares acquired by director/shareholder pursu- 
ant to rights offering were not benefit received by virtue of office). 


(6) Sale to trustee for employees — Where a 
corporation has entered into an arrangement under 
which shares of the capital stock of the corporation 
or of a corporation with which it does not deal at 
arm’s length are sold or issued by either corporation 
to a trustee to be held by the trustee in trust for sale 
to an employee of the corporation or of a corporation 
with which it does not deal at arm’s length, 


(a) for the purposes of this section (except sub- 
section (2)) and paragraphs 110(1)(d) and (d.1), 
any rights of the employee under the arrangement 
in respect of those shares, any shares acquired 
thereunder by: the employee or by a person in 
whom those rights have become vested, and. any 
amounts paid or agreed to be paid to the trustee 
for any shares acquired thereunder by the em- 
ployee or any such person, shall be deemed to be, 
respectively, rights under, shares acquired under, 
and amounts paid or agreed to be paid to the cor- 
poration for shares acquired under, an agreement 
with the corporation under which the corporation 
has agreed to sell or issue shares to the employee; 
and 


(b) subsection (2) does not apply in respect of | 


shares held by the trustee under the arrangement. 


History: All that portion of subsec. 7(6) preceding para. (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 4(5), applicable to 
1988 et seg. That portion formerly read: 


(6) Shares purchased by trustee for employees — Where 
a corporation has entered into an arrangement whereby shares 
of the corporation or of a corporation with which it does not 
deal at arm’s length are purchased by a trustee to be held by 
the trustee in trust for sale to.an employee of the corporation 
or of a corporation. with whom it does not deal at arm’s 
length, 


(a) for the purposes of this section except subsection (2), 
any rights of the employee under the arrangement in re- 
spect of those shares, any shares acquired thereunder by 
the employee or by a person in whom rights of the em- 
ployee thereunder in respect-of those shares have become 
vested, and any amounts paid or agreed to be paid to the 
trustee for any shares acquired thereunder by the em- 
ployee or any such person, shall be deemed to be, respec-' 
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tively, rights under, shares acquired ‘under, and amounts 
paid. or agreed to be paid to the corporation for shares 
acquired under, an agreement with the corporation 
whereby the corporation has agreed to sell or issue shares 
to the employee; and 


Advance Tax Rulings: ATR-15: Employee stock option plan. 


Definitions [s. 7]: “amount” — 248(1); “arm’s length” — 251(1); 
“Canadian-controlled private corporation’: — 125(7), 248(1); “Ca- 


nadian corporation” — 89(1), 248(1); "SOTRORB HOR i “employee”, 
“employment” — 248(1); “identical” ; “person”, “prop- 
erty”, “share” — 248(1); “taxation year” 249: “taxpayer” — 


248(1); — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 7]: IT-113R4: Benefits to employ- 
ees — stock options. 


“trust” 


Deductions 


8. (1) Deductions allowed — In computing a tax- 
payer’s income for a taxation year from an office or 
employment, there may be deducted such of the fol- 
lowing amounts as are wholly applicable to that 
source or such part of the following amounts as may 
reasonably be regarded as applicable thereto: 


(a) [Repealed under former Act] 


Pre-RSC History: Para. 8(1)(a) repealed by 1988, c. 55, subsec. 
2(1), applicable to 1988 et seq. Para. 8(1)(a) formerly read: 
(a) employment expense deduction — a single amount in 
respect of all offices and employments of the taxpayer, equal 
to the lesser of $500 and 20% of the aggregate of 
(i) his incomes for the year from all offices and employ- 
ments (other than the office of a corporation director) 
before making any deduction under this section, and 
(ii) all amounts included in computing his income for the 
year by virtue of paragraphs 56(1)(m) and (0); 
All that portion of para. 8(1)(a) preceding subpara.(1) substituted by 
1984, c. 1, subsec. 3(1), applicable to 1983 ef seq.; to substitute 
“20%” for “3%”. 
All that portion of para. 8(1)(a) preceding subpara. (1) substituted by 
1979, c. 5, s. 1, applicable to 1979 et seq., to substitute “$500” for 
“$250”: 
All that portion of para. 8(1)(a) preceding subpara. (i) substituted by 
1977-78, c. 1, s. 4, applicable to 1977 et seq., to substitute “$250” 
for “$150”. 


(b) legal expenses of employee — amounts 
paid by the taxpayer in the year as or on account 
of legal expenses incurred by the taxpayer to col- 
lect or establish a right to salary or wages owed 
to the taxpayer by the employer or former em- 
ployer of the taxpayer; 

Related Provisions: 6(1)(j)—— Reimbursements and awards; 


6(8) — GST rebate included in income; 60(0. CB) — Legal ex- 
penses re retiring allowance. 


Pre-RSC History: Para. 8(1)(b) substituted by 1990, c. 39, s. 2, 
applicable in respect of amounts paid after 1989. Para. 8(1)(b) for- 
merly read: 


(b) legal expenses of employee — amounts paid by the 
taxpayer in the year as or on account of legal expenses in- 
curred by him in collecting salary or wages owed to him by 
his employer or former employer; 


Selected Cases [para. 8(1)(b)]: Wilson v. Canada, [1990] 2 
C.T.C. 169 (FCTD); aff'd [1991] 2 C.T.C. 69 (FCA) (Legal ex- 
penses for defending criminal charges, not deductible). 


Subdiv. a— Office or Employment 


Interpretation Bulletins: IT-99R4: Legal and:accounting fees. 
Forms: 1777: Statement of employment expenses, 


(c) clergyman’s residence — where the tax- 
payer is. a member of the clergy or of'a religious 
order or a regular minister of a religious denomi- 
nation, and is in charge of or ministering to a dio- 

_ cese,, parish or congregation, or engaged exclu- 
sively in full-time administrative service by 
appointment of a religious order. or religious, de- 
nomination, an amount equal to 


d) (i), the value of the residence or other living 
accommodation occupied by the taxpayer in 

- the course of or by, virtue of the taxpayer’s of- 
fice or employment as such a member or min- 
ister so in charge of or ministering to a dio- 
cese, parish or congregation, or so engaged in 
‘such ‘administrative service, to’ the extent that 

~ that value is included in computing the’ tax- 
payer's income ‘for the year by. virtue of sec- 
tion 6, or, a 


* (ii) rént paid by the taxpayer for a | fesidence or 
other living accommodation rented and occu- 
~ pied by the taxpayer, or the fair rental value of 
a residence or other living accommodation 
owned and occupied by the taxpayer,’ during 
‘othe year but not, in either;case,:exceeding the 
taxpayer's remuneration from’ the taxpayer’s 
office or employment as described in oe Sear 
graph (1); 
Related Provisions: 146(1)“earned income”(a)(i) — Earned in- 
come for RRSP purposes includes value of residence. 


Interpretation Bulletins: IT-141: Clergymen’ s residences. 


(d) teachers’ exchange fund. contribu- 
tion — a single amount, in respect of all employ- 
ments of the taxpayer as a teacher, not exceeding 
$250. paid by the taxpayer in the year to a fund 
established by the Canadian Education Associa- 
tion for the benefit of teachers from’ Common- 
wealth countries present in Canada under a teach- 
ers’ _exchange arrangement; 


3 (e) expenses. of. railway employees fay 
»amounts disbursed by the taxpayer in the year for 
meals and lodging while employed by a railway 
company 


(i) away from the taxpayer’: S ordinary place of 
residence asa relieving telegrapher or station 
agent oron maintenance and repair work, or 


(11) away. from the municipality and the metro- 
politan area, if there is one, where. the tax- 
payer’s home: terminal was located, and:at a 
location from which, by reason of: distance 
from the place where the taxpayer maintained 
a self-contained domestic establishment in 
. which the taxpayer resided and actually. sup- 
ported a spouse ora person: dependent-upon 
the taxpayer for support and connected ‘with 
the taxpayer by blood relationship, magriage 
or adoption, the taxpayer could not reasonably 
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be expected to return daily to. that place, 


to the extent that the taxpayer has not been reim- 
bursed and is not,entitled to be reimbursed in re- 
spect thereof; 
Related Provisions: 6(6) — Employment —- remote and special 
work sites; 6(8)— GST rebate included in income; 8(1)(h)'— 
Travelling expenses; 8(11) — GST; 67.1 — Expenses for food, etc.; 
252(4) — Extended meaning of “spouse”. 
Information Circulars: 73-21R7: Away from home expenses. 
Forms: TL2: Claim for meals and lodging expenses. 


(f) sales expenses — where the taxpayer was 
employed in the year in connection with the sell- 
ing of property or negotiating of contracts for the 
taxpayer’s employer, and 


(i) under the contract of employment was fe- 
quired to pay the taxpayer’s own expenses, 


(ii) was ordinarily required to carry on the du- 
ties of the employment away from the em- 
ployer’ s place of business, 


_, Gil). was remunerated in whole or part by 
-commissions or other similar amounts fixed 
by reference to the volume of the sales made 
or. the contracts negotiated, and 


(iv). was not in receipt of an allowance for 
travel expenses in respect of the taxation year 

_ that was, by virtue of subparagraph 6(1)(b)(v), 
not included in computing the taxpayer’s 
income, 


amounts expended by the taxpayer in the year for 

the purpose of earning the income from the em- 

ployment (not exceeding the commissions or 

other similar amounts referred to in subparagraph 

(iii) and received by the taxpayer in the year) to 
_ the extent that such amounts were not 


(v) outlays, losses or replacements of capital 
_or payments on account of capital, except as 
described ‘in paragraph (j), . 
(vi) outlays or expenses that would, by virtue 
of paragraph 18(1)(1), not be deductible in 
computing the taxpayer’s income for the year 
_ if the employment were a business carried on 
by the taxpayer, or | 
(vii) amounts the payment of which reduced 
the amount that would otherwise. be included 
-in computing ‘the taxpayer’s income for the 
year because of paragraph 6(1)(e); 
Related Provisions: 6(1)(b)(v) — Allowance for travelling ex- 
penses; 6(8)—— GST rebate included in income; 8(1)(h) — Travel- 
ling expenses; 8(1)(h.1) ~ Motor vehicle travelling expenses; 
8(1)G) — Auto and aircraft costs; 8(4) - 
8(9) — Limitation — aircraft expenses; 8(10) —- Employer’s. certif- 
icate; 8(13) — Work space in home; 18(1)(h) — Personal or living 


| expenses; 18(1)(1)— Use of recreational facilities and club dues; 


18(1)(r) — Limitation.on employer-deductibility; 67,1 — 50% limi- 
tation on expenses for meals and entertainment; 67.3 — Limitation 
re cost of leasing passenger vehicle; Reg. rer — Effect of 
deduction on source withholdings. 


History: Subpara. 8(1)(f)(vii) added by 1994, c. 7, Sch. 1 (1991, c. 
49), subsec. 5(1), applicable to 1990 et seq. 


S. 8(D# 


Selected Cases [para. 8(1)(f)]: Gilling v. MNR, [1990] 1 C.T.C. 
392. (FCTD) (Taxpayer. paid salary for principal management func- 
tion and commissions for’ secondary sales function ordinarily re- 
quired to carry on duties away from place of business); Verrier v. 
The Queen, [1990] 1 C.T.C. 313 (FCA); leave to appeal to SCC 
refused (1990), 120 NR 80 (note) (Gas and other expenses not de- 
ductible where automobile salesperson required, by implied term of 
contract, to perform duties away from employer’s location); Malik 
v. MNR, [1989] 1 C.T.C. 316 (FCTD) (Term of employment con- 
tract requiring real estate salesperson each year to show he was in 
good financial standing did not result in deductibility of interest 
payments on personal loan. Insufficient connection with employ- 
ment); Thompson v. MNR, [1989] 2.C.T.C. 226 (FCTD). (Expenses 
for office in home owned by taxpayer disallowed except for portion 
of utilities). 

Interpretation Bulletins: [T-99R4: Legal and accounting fees; 
IT-352R2: Employee’s expenses, including work space in home ex- 
penses; IT-421R2:'Benefits to individuals, corporations and share- 
holders from loans or debt; IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


Forms: 1777: Statement of employment expenses; T2200: Decla- 
ration of conditions of employment; TD1X: Statement of remunera- 
tion and expenses (For use by commission remunerated employees). 


‘(g) ‘transport employee’s expenses — 
where the taxpayer was an employee of a person 
whose principal business was passenger, goods, 
or passenger and goods transport and the duties 
of the employment required the taxpayer, regu- 
larly, 


(i) to travel, away from the municipality 
where the employer’s establishment to which 
the taxpayer reported for work was located 
and away from the metropolitan area, if there 
is one, where it was located, on vehicles used 
by the employer to transport the goods or Lee 
sengers, and 


(ii) while so away from that municipality and 
metropolitan area, to make disbursements for 
meals and lodging, 


amounts so disbursed by the taxpayer in the year 
to the extent that the taxpayer has not been reim- 
bursed and is not entitled to be reimbursed i in re- 
spect thereof; 
Related Provisions: 6(1)(b)(vii) — Allowance for travelling ex- 
penses; 6(8) — GST rebate included in income; 8(1)(h) — Travel- 


ling expenses; 8(11) — GST rebate deemed not to be reimburse- 
ment; 67.1 — Expenses for food, etc. 


Selected Cases [para. 8(1)(g)]: The Queen v. Creamer, [1976] 
C.T.C. 676 (FCTD) (Expenses for meals not deductible where em- 
ployer not principally in transportation); The Queen v. Deimert, 
[1976] C.T.C. 301 (FCTD) (Costs of travelling home for weekends 
not incurred in course of employment). 


Interpretation Bulletins: IT-254R2: Fishermen — employees 
and: seafarers — value of rations and quarters. 


Information Circulars: 73-21R7: Away from home expenses. 
Forms: TL2: Claim for meals and lodging expenses. 


(h) travel expenses — where the taxpayer, in 
the year, 


(i) was ordinarily required to carry on the du- | 


ties of the office or employment away from 
the employer’s place of business or in differ- 
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ent places, and 


(ii) was required under the contract of em- 
ployment to pay the travel expenses incurred 
by the taxpayer in the performance of the du- 
ties of the office or employment, 


amounts expended by the taxpayer in the year 
(other than motor vehicle expenses) for travelling 
in the course of the office or employment, except 
where the taxpayer 


(i11) received an allowance for travel expenses 
that was, because of subparagraph 6(1)(b)(v), 
(vi) or (vii), not included in computing the 
taxpayer’s income for the year, or 
(iv) claims a deduction for the year under par- 
agraph (e), (f) or (g); | 
Related Provisions: 6(8)— GST rebate. included in income; 
8(1)(h.1) — Motor vehicle travel expenses; 8(1)(j) — Auto and air- 
craft costs; 8(4) — Limitation — meals; 8(9) — Limitation — air- 
craft expenses; 8(10) — Employer’s certificate; 67.1 — 50% limita- 
tion on expenses for meals; 81(3.1) — No tax on allowance or 


reimbursement for part-time employee’s travel,expenses; Reg. 
102(2)(d)G) — Effect of deduction on source withholdings. 


History: Para. 8(1)(h) substituted by 1994, c. 7, Sch.-II (1991, c. 
49), subsec. 5(2), applicable to 1988 et seq. Para. (h) formerly read: 


(h) where the taxpayer, in the year, 


(i).was ordinarily required to carry on the saciel of the 
employment away from the employer’s place of business 
or in different places, 


(11) under the contract of éniployinent was required to pay 
the travel expenses incurred by the taxpayer in the per- 
formance of the duties of the office or employment, and 


(iii) was not in receipt of an allowance for travel ex- 
penses that was, by virtue of subparagraph 6(1)(b)(v), 
(vi), (vii) or (vii.1), not included in computing the tax- 
payer’s income and did not claim any deduction for the 
year under paragraph (e), (f). or (g), 


amounts expended by. the taxpayer in, the sf for travelling 
in the course of the employment; 


Pre-RSC History: Subpara. 8(1)(h)(iii) amended by 1988, c. 55, 
subsec. 2(1.1), to substitute “(vi), (vil) or (vil.1)” for “(vi) or (vii)”, 
applicable to 1988 et seq. 


Selected Cases [para. 8(1)(h)]: Merten v. MNR, * 11990) sad 
C.T.C. 444 (FCTD) (Travel expenses between home and worksites 
away from usual place of work deductible); Moore v. The Queen, 
[1990] 1.C.T.C. 311 (FCA); leave to appeal to SCC refused (1990), 
121 NR 322 (note) (Expenses for travelling pursuant to implied 
term of employment contract deductible. Expenses for travelling be- 
tween work and home outside regular work hours not deductible); 
The Queen vy. Chrapko, [1988] 2 C.T.C. 342 (FCA) (Travelling ex- 
penses to place other than place where taxpayer ordinarily worked 
were deductible); The Queen v. Mina et al., [1988] 1 C.T.C. 380 
(FCTD) (Insufficient allowance from employer does not preclude 
deduction of expenses in excess of allowance); Hoedel v. The 
Queen, [1986] 2 C.T.C. 419 (FCA) (Expenses of police officer for 
transporting police dog deductible); The Queen v. Jeromel, [1986] 2 
C.T.C. 207 (FCTD) (Expenses not deductible where. contract per- 
mits, but does not require, travelling); Rozen v. The Queen, [1986] 1 
C.T.C. 50 (FCTD); appealed to FCA (Dec. 3, 1985), File A-929-85 
(Automobile expenses deductible where travelling required by im- 
plied term of contract); The Queen v. Patterson, [1982] C.T.C. 371 
(FCTD) (Expenses deductible where travelling ordinarily required). 


Interpretation Bulletins: IT-266: Taxation of members of pro- 
vincial legislative assemblies; IT-421R2: Benefits to individuals, 


Subdiv. a — Office or Employment 


corporations and shareholders from loans or debt; IT-522R: Vehi- 
cle, travel and sales expenses of employees. 


Information Circulars:,73-21R7: Away from home:expenses; 74- 
6R2: Power saw expenses. 


Forms: 1777: Statement of employment expenses;.T2200: Decla- 
ration of conditions of employment; TD1X: Statement. of remunera- 
tion and expenses. 


(h.1) motor vehicle travel expenses — 
where the taxpayer, in the year, 


(i) was ordinarily required to carty 0 on the du- 
ties of the office or employment away from 
the employer’s place of business or in differ- 
ent places, and 


(ii) was required under the contract of em- 
ployment to pay motor vehicle expenses in- 
curred in the performance of the duties of the 
office or employment, 


amounts expended by the taxpayer in the year in 
respect of motor vehicle expenses incurred for 
travelling in the course of the office or employ- 
ment, except where the taxpayer 


(iii) received an allowance for motor.vehicle 
expenses. that was, because of .paragraph 
6(1)(b), not included in computing. the tax- 
payer’s income for the year, or 


(iv) claims a deduction for the year under par- 
_ agraph (f); 

Related Provisions: 6(8)— GST rebate included in income; 
8(1)G) — Motor vehicle and aircraft costs; 8(10) — Certificate of 
employer; 18(1)(r) — Limitation on employer deductibility; 67.3 — 
Limitation re cost of leasing passenger vehicle; 81(3.1) — No tax 
on allowance or reimbursement for part-time employee’s travel ex- 
penses; Reg. 102(2)(d)(i) — Effect of deduction on source 
withholdings. | 
History: Para. 8(1)(h.1) added by 1994, c. 7, Sch, If (1991, c. 49), 
subsec. 5(3), applicable to 1988 ef seq. 
interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt; IT-522R: Vehicle, 
travel and sales expenses of employees. 


Forms: T777: Statement of employment expenses; T2200: Decla- 
ration of conditions of employment; TD1X: Statement of remunera- 
tion and expenses. 


(i) dues and other expenses of performing 
duties — amounts paid by the taxpayer in the 
year as 


.(i) annual professional membership dues the 
payment of which was necessary to maintain a 
professional status recognized by. statute, 


(ii) office rent, or salary to an assistant or sub- 
stitute, the payment of which by the officer or 
employee was required by the contract of 
employment, 


(iii) the cost of supplies that were © consumed 
directly in the performance of the duties of the 
office or employment and that the officer or 
employee was required by the contract of em- 
ployment to supply and pay for, 


(iv) annual dues to maintain membership in a 
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trade union as defined 


(A) by section 3 ae the (tga Labour 
Code, or 


-(B) in any atevingidt statute providing for 
the investigation, conciliation or settlement 
of industrial disputes, 


or to maintain membership in an association 
of public servants the primary object of which 
is to promote the improvement of the mem- 
bers’ conditions of employment or work, 


(v) annual dues that were, pursuant to the pro- 

visions of a collective agreement, retained by 

the taxpayer’s employer from the taxpayer’s 

remuneration and paid to a trade union or as- 

sociation designated in°subparagraph (iv) of 
_ which the taxpayer was not a member, and 


(vi) dues to a parity or. advisory committee or 
similar body; the payment of which was re- 
quired under the laws of a province in respect 
of the employment for the year, 


to the extent that the taxpayer has not been reim- 
bursed, and is not entitled to be reimbursed in re- 
spect thereof; 
Related Provisions: 6(8)— GST rebate included in income; 
8(1).1) — Employer’s portion of UI/EI premiums and CPP. contri- 
butions deductible; 8(5) — Certain dues not deductible; 8(10) — 
Employer’s certificate; 8(11) — GST rebate deemed not to be reim- 


bursement; 8(13) — Limitation on home office expenses; Reg. 
102(2)(d)(i) — Effect of deduction on source withholdings. 


Pre-RSC History: Subpara. 8(1)(i)(vi) added by 1986, c. 6, sub- 
sec. 3(1), applicable to 1985 et seq. 


Selected Cases [para. 8(1)(i)]: Montgomery v. MNR, [1996] 1 
C.T.C. 2796 (TCC) (Dues paid to professional association whose 
members are given professional status under provincial legislation 
were deductible); Petrin v. Canada, [1991] 1 C.T.C. 94 (FCTD) 
(No deduction for dues to association not recognized by statute); 
Thompson v. MNR, [1989] 2 C.T.C. 226 (RFCTD) (Expenses for 
home office required under contract not deductible as “office rent” 
where no rent paid); Lucas v.-R., [1987] 2'C.T.C. 23 (FCTD) (Spe- 
cial increase in: association dues due to strike deductible as “annual” 
dues). 


Regulations: 100(3)(b) (deduction of dues by employer reduces 
source withholding). 


Interpretation Bulletins: IT-103R: Dues paid to a union or to a 
parity or advisory committee; IT-158R2: Employees’ professional 
membership dues; IT-352R2: Employees expenses; including work 
space in home expenses. 


Information Circulars: 74-6R2: Power saw expenses. 


Forms: 1777: Statement of employment expenses; T2200: Decla- 
ration of conditions of employEdents TDI1X: Statement of remunera- 
tion and expenses. 


(j) motor vehicle and aircraft costs — 
where a deduction may be made under paragraph 
(f), (h) or (h.1) in computing the. taxpayer’s in- 
come from an office or employment for a taxa- 
tion year, 
(i) any interest paid by the taxpayer in the 
year on borrowed money used for the purpose 
of acquiring, or on an amount payable for the 
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acquisition of, property that is 
(A) a motor vehicle that is used, or 
(B) an aircraft that is required for use 


in the performance of the duties of the tax- 
payer’s office or employment, and 


(ii) such part, if any, of the capital cost to the 
taxpayer of 


(A) a motor vehicle that is used, or 
(B) an aircraft that is required for use 


in the performance of the duties of the office 
or employment as is allowed by regulation; 


Related Provisions: 6(8)— GST rebate included in income or 
reduces capital cost of vehicle or aircraft; 8(1)(f) — Salesman’s ex- 
penses; 8(1)(q) — Artists’ employment expenses; 8(9) — Limita- 
tion — aircraft expenses; 13(7) — Capital cost allowance — rules 
applicable; 13(7.1) — Deemed capital cost of certain property; 
13(11) — Deductions under 8(1)(G)(Gii) deemed claimed as CCA; 

. 67.2 — Interest.on money borrowed for passenger vehicle; 67.3 — 
Limitation re cost of leasing passenger vehicle; 80(9)(c) — Reduc- 
tion of capital cost on debt forgiveness ignored for purposes of para. 
8(1)G); 80.4 — Loans; Reg. 102(2)(d)(i) — Effect of deduction on 
source withholdings. 


History: All that portion of para. 8(1)(j) preceding cl. (i)(B) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 5(4), applicable to 
1988 et seq. That portion formerly read: 


(j) automobile and aircraft costs — where a deduction may 
be made under paragraph (f) or (h) in computing the tax- 
payer’s income from an office or employment for a taxation 
year, 
(i) any interest paid by the taxpayer in the year on bor- 
rowed money used for the purpose of acquiring 


(A) an automobile that is used, or 


Cl. 8(1)G)Gi)(A) amended to substitute “a motor vehicle” for “an 
automobile” by 1994, c. 7, Sch. II (1991, c. 49), subsec. 5(5), appli- 
cable to 1988 et seq. 


Pre-RSC History: Subpara. 8(1)(j) substituted by 1980-81-82-83, 
c. 48, subsec. 2(1), applicable to 1980 et seq. Para. 8(1)G) formerly 
read: ) 


(j) automobile costs — where a deduction may be made 
under paragraph (f) or (h) in computing the taxpayer’s in- 
come from an office or employment for a taxation year, 


(i) any interest paid by him in the year on borrowed 
money used for the purpose of acquiring an automobile 
used in the performance of the duties of his office or em- 
ployment, and 


(ii) such part, if any, of the capital cost to him of an auto- 
mobile used in the performance of the duties of his office 
or employment as is allowed by regulation; 


Selected Cases [para. 8(1)(j)]: Maguire v. Canada, [1995] 2 
C.T.C. 2048 (TCC) (Motor-driven boat is not a motor vehicle). 


Regulations: 1100(1)(a)(x), (x.1) (CCA rate is 30%). 
Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt; IT-504R2: Visual 


artists and writers; IT-522R: Vehicle, travel and sales expenses of 
employees; IT-525R: Performing artists. 


Forms: T777: Statement of employment expenses; TD1X: State- 
ment of remuneration and expenses. 


(k), (1) [Repealed under former Act] 


Pre-RSC History: Paras. 8(1)(k) and (1) repealed by 1988, c. 55, 
subsec. 2(1), applicable to 1988 ef seq. (See s. 118.7.) Paras. 8(1)(k) 
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and (1) formerly read: 


(k) unemployment insurance premium — any amount 
payable by him as an employee’s premium for the year under 
the Unemployment Insurance Act, 1971; 


(1) Canada Pension Plan contribution — any amount 
payable by him as an employee for the year as a contribu- 
tion under the Canada Pension Plan or under a provincial 
pension plan as defined in section 3 of the Canada Pension 
Plan; 


(1.1) C.P.P. contributions and U.I.A. premi- 
ums — any amount payable by the taxpayer in 
the year / 
(i) as an employer’s premium under the Em- 
ployment Insurance Act, or 


(ii) as an employer’s contribution under the 
Canada Pension Plan or under a provincial 
pension plan as defined in section 3 of the 
Canada Pension Plan, 


in respect of salary, wages or other remuneration, 
including gratuities, paid to an individual em- 
ployed by the taxpayer as an assistant or substi- 
tute to perform the duties of the taxpayer’s office 
or employment if an amount is deductible by the 
taxpayer for the year under subparagraph (1i)(ii) in 
respect of that individual; 

Related Provisions: 8(1)(i) — Expenses of performing duties; 

126.1 — Employer’s UI premium tax ‘credit for 1993. 

History: Subpara. 8(1)(1.1)(i) amended by 1996, c. 23, s. 171, to 


substitute “Employment Insurance Act’ for “Unemployment JInsur- 
ance Act’, in force June 30, 1996. 


Pre-RSC History: Para. 8(1)(1.1) added by 1974-75-76, c. 26, s. 2, 
applicable to 1974 et seq. 


Interpretation Bulletins: IT-352R2: Employee’s expenses, in- 
cluding work space in home expenses. 


(m) employee’s registered pension plan 
contributions — the amount in respect of con- 
tributions to registered pension plans that, by rea- 
son of subsection 147.2(4), is deductible in com- 
puting the taxpayer’s income for the year; 


Related Provisions: 20(1)(q) — Employer’s contribution to reg- 
istered pension. plan; 60(j) — Transfer of superannuation benefits; 
60.01) — Transfer of surplus; 60(j.02) — Payment to registered 
pension plan; 604.03) — Repayments of pre-1990 pension benefits; 
60(j.04) — Repayments of post-1989 pension benefits; 60.2(1) — 
Refund of undeducted past service AVCs; 127.52(1)(a) — Limita- 
tion on deduction for minimum tax purposes; 146(1)“earned in- 
come’”(a)(i), 146(1)“earned income” (c)(i) — Earned income for 
RRSP counted before deduction under 8(1)(m); 146(5) — Amount 
of RRSP premium deductible; 146(16) — RRSP — deduction on 
transfer of funds; 149 — Exemptions. 


Pre-RSC History: Para. 8(1)(m) substituted by 1990, c. 35, sub- 
sec. 2(1), applicable to. 1986 et seq. except that in its application to 
the 1986 to 1990 taxation years the para. shall be read as follows: 


(m) amounts contributed by the taxpayer in the year to or 
under a registered pension plan, 


(i) not exceeding in the aggregate the taxpayer’s contri- 
bution limit for the year under this subparagraph in re- 
spect of the plan, if retained by the taxpayer’s employer 
from the taxpayer’s remuneration for or under the plan in 
respect of services rendered in the year or paid into or 
under the plan by the taxpayer as part of the taxpayer’s 
dues for the year as a member of a trade union, 
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(ii) not exceeding in the aggregate, the lesser of 


(A) the taxpayer’s contribution limit for the year 
under this subparagraph in respect of the plan, paid 
by the taxpayer in the year and, in the case of addi- 
tional voluntary contributions, before October 9, 
1986, into or under the plan in respect of services 
rendered by the taxpayer before the year while the 
taxpayer was not a contributor, and 


(B) that part of an amount paid by the taxpayer in the 
year and, in the case of additional voluntary contri- 
butions, before October 9, 1986, into or under the 
plan in respect of services rendered by the taxpayer 
before the year while the taxpayer was not a contrib- 
utor that is not in excess of the amount obtained by 
multiplying the number of preceding years in which 
the taxpayer rendered services while the taxpayer 
was not a contributor by the taxpayer’s contribution 
limit for the year under this subparagraph in respect 
of the plan, and subtracting from the product so ob- 
tained the aggregate of all amounts deducted under 
this subparagraph for preceding taxation years, 


to the extent not deductible in the immediately preceding 
taxation year under paragraph 60(j), and 


(iii) not exceeding in the aggregate $3,500 minus any 
amount deducted under subparagraph (i) or (ii) in com- 
puting the taxpayer’s income for the year, paid by the 
taxpayer in the year, and in the case of additional volun- 
tary contributions, before October 9, 1986, whether into 
or under the plan or into or under any other such plan in 
respect of services rendered by the taxpayer before the 
year while the taxpayer was a contributor, to the extent 
not deductible in the immediately preceding taxation year 
under paragraph 60(j); 
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whether into or under the fund or plan or into-or under 
any other such fund or plan in respect of services ren- 
dered by him previous to the year while he was a contrib- 
utor, to the extent not deductible in the immediately pre- 
ceding year under paragraph 60(j); 
Subpara. 8(1)(m)(@i1) substituted by 1976-77, c. 4, subsec. 1(1), ap- 
plicable to 1976 et seq., to substitute “$3,500” for “$2,500”. 


Regulations: 100(3)(a) (deduction of RPP contributions from pay- 
roll reduces source withholding). 


Interpretation Bulletins: IT-167R6: scl iies pension plans — 
employee’s contributions. 


Information Circulars: 72-13R8: Employee’s pension plans. 


Advance Tax Rulings: ATR-2: Contribution to pension plan for 
past service. 


(m.1) [Repealed under former Act] 


Pre-RSC History: Para. 8(1)(m.1) repealed by 1990, c. 35, subsec. 
2(2), applicable to 1991 et seq. Para. -8(1)(m.1) had read: 


(m.1) idem — the portion, in excess of $3,500, of the aggre- 
gate of the amounts (other than voluntary contributions) that 
the taxpayer contributes in the year to or under a registered 
pension plan in respect of services rendered by him in the 
year where his pension entitlement under the plan is deter- 
mined without reference to the amount accumulated or con- 
tributed thereunder; 


Para. 8(1)(m.1) amended by 1990, c. 35, s. 29, to substitute “regis- 
tered pension plan” for “registered pension fund or plan”, applicable 
after 1985. a 


Para. 8(1)(m.1) added by 1986, c. 55, subsec. 2(1), applicable to 
1986 et seq. 


(m.2) employee RCA contributions — an 


amount contributed by the taxpayer in the year to 
a pension plan in respect of services rendered by 
the taxpayer where the plan is a prescribed plan 
established by an enactment of Canada or a prov- 


Para. 8(1)(m) formerly read: 


(m) contribution to registered pension plan — amounts 
contributed by the taxpayer in the year to or under a regis- 
tered pension fund or plan, 


(i) not exceeding in the aggregate his contribution limit 
for the year under this subparagraph in respect of the 
fund or plan, if retained by his employer from his remu- 
neration for or under the fund or plan-in respect of ser- 
vices rendered in the year or paid into or under the fund 
or plan by the taxpayer as part of his dues for the year as 
a member of a trade union, 


(ii) not exceeding in the aggregate, the lesser of 


(A) his contribution limit for the year under this sub- 
paragraph in respect of the fund or plan, paid by him 
in the year into or under the fund or plan in respect 
of services rendered by him previous to the year 
while he was not a contributor, and 


(B) that part of an amount paid by him in the year 
into or under the fund or plan in respect of services 
rendered by him previous to the year while he was 
not a contributor that is not in excess of the product 


obtained by multiplying the number of years previ- 


ous to the year in which he rendered services while 
he was not a contributor by his contribution limit for 
the year under this subparagraph in respect of the 
fund or plan, and subtracting from the product so ob- 
tained the aggregate of all amounts deducted under 
this subparagraph in previous years, 

to the extent not deductible in the immediately preceding 

year under paragraph 60(), and 

(iii) not exceeding in the aggregate $3,500 minus any 

amount deducted under subparagraph (i) or (ii) in com- 

puting his income for the year, paid by him in the year 
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ince or where 


(i) the plan is a retirement cegepese eet 
arrangement, 


(ii) the amount was paid to a custodian (within 
the meaning assigned by the definition “‘retire- 
ment compensation arrangement” in subsec- 
tion 248(1)) of the arrangement who is resi- 
dent in Canada, and 


(iii) either 


(A) the taxpayer was required, by ie 
terms of the taxpayer’s office or employ- 
ment, to contribute the amount, and the to- 
tal of the amounts contributed to the plan 
in the year by the taxpayer does not exceed 
the total of the amounts contributed to the 
plan in the year by any other person in re- 
spect of the taxpayer, or 


(B) the plan is a pension plan the registra- 
tion of which under this Act was revoked 
(other than a plan the registration of which 
was revoked as of the effective date of its 
registration) and the amount was contrib- 
uted in accordance with the terms of the 
plan as last registered; 


(C) [Repealed] 


S. 8(1)(m.2) 


Related Provisions: 18(11)(e) — No deduction for interest on 
money borrowed to make deductible contribution; 60(t)(ii) — 
Amount included under para. 56(1)(x) or (z) or subsec. 70(2); 
60(u)(ii) — Deduction where amount included under para. 56(1)(y); 
146(1)“earned income”(a)(i), 146(1)“earned income”(c)(i) — 
Earned income for RRSP counted before deduction for 8(1)(m.2); 
207.6(6) — Rules re prescribed plan or arrangement. 


History: The opening words of para. 8(1)(m.2) substituted by 
1994, c. 21, subsec. 4(1), applicable to 1992 et seg. The opening 
words of that para. formerly read: 


(m.2) employee RCA contributions — an amount contrib- 
uted by the taxpayer in the year to a pension plan in respect of . 
services rendered by the taxpayer where 
Cl. 8(1)(m.2)(iti)(C) repealed by 1994, c. 21, subsec. 4(2), applica- 
ble to 1992 et seq. That cl. formerly read: 
(C) the plan is a prescribed plan or arrangement; 
Cl. 8(1)(m.2)(iii)(C) added by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
2, applicable to 1992 et seq. 
Pre-RSC History: Para. 8(1)(m.2) added by 1990, c.35, subsec. 
2(3), applicable to 1989 ef seq. 
Regulations: 6802 (prescribed plan). 


(n) salary reimbursement — an amount paid 
by or on behalf of the taxpayer in the year pursu- 
ant to an arrangement under which the taxpayer is 
required to reimburse any amount paid to the tax- 
payer for a period throughout which the taxpayer 
did not perform the duties of the office or em- 
ployment, to the extent that 


payer’s income from an office or employ- 
ment, and 


(i) the amount so paid to the taxpayer for the 
period was included in computing the tax- 
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the taxpayer did not perform the duties of the 
office or employment; 


Related Provisions: 8(1)(n.1) — Reimbursement of top-up disa- 
bility payments. | 


Pre-RSC History: Para. 8(1)(n) added by 1980-81-82-83, c. 140, 
subsec. 2(1), applicable to 1981 et seq. 


(11) the total of amounts so reimbursed does 
not exceed the total of amounts received by 
the taxpayer for the period throughout which 


a 
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(o) forfeited amounts — where at the end: of 
the year the rights of any person to receive bene- 
fits under a salary deferral arrangement in respect 
of the taxpayer have been extinguished or no per- 
son has any further right to receive any amount 
under the arrangement, the amount, if any, by 
which the total of all deferred amounts under the 
arrangement included in computing the. tax- 
payer’s income for the year and preceding taxa- 
tion years as benefits under PaaS is 
ceeds the total of 

(i) all such deferred amounts received by, any 

person in that year or preceding taxation years 

out of or under the arrangement, 


(ii) all such deferred amounts receivable by 
any person in subsequent taxation years out. of 
or under. the arrangement, and 


(iii) all amounts deducted under this para- 
graph in computing the taxpayer’ s income for 
preceding taxation years in respect of deferred 
amounts under the arrangement; 


Related Provisions: 12(1)(n.2) — Inclusions — forfeited salary 
deferral amounts. 


Pre-RSC History: Para. 8(1)(0) added by 1986, c. 55, subsec. 
2(2), applicable to 1986 et seq. 


(0.1) Idem —an amount that is deductible in 
computing the taxpayer’s HICERN for the year be- 
cause of subsection 144(9); 


Related Provisions: 6(1)(d) — Income inclusion from alloca- 
tions under employees profit sharing plan. 


History: Para: 8(1)(0.1) added by 1994, c. 21, subsec. 4(3), appli- 
cable to 1992 et seq. 


(p) musical instrument costs — where the 
taxpayer was employed in the year as a musician 
and as a term of the employment was required to 
provide a musical instrument for a period in the 
year, an amount (not exceeding the taxpayer’s in- 
come for the year from the’ employment, com- 
puted without reference to this paragraph) equal 
to the total of 


- (i) amounts expended by the taxpayer before 
the end of the year for the maintenance, rental 
and insurance of the instrument for that pe- 
riod, except to the extent that the amounts are 
otherwise deducted in.computing the. tax- 
payer’s income for any taxation year, and 
(ii) such part, if any, of the capital cost to the 
taxpayer of the instrument, as. is allowed, by 
regulation; and 

Related Provisions: 6(8)— GST: rebate included in income or 

reduces capital cost°of instrument; 8(1)(q)— Artists’ employment 

Capital cost allowance — rules 


applicable; 13(11) — Deduction under 8(1)(p)(@i) deemed claimed 
as CCA; 80(9)(c) — Reduction of capital cost on debt forgiveness 
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ignored for purposes of 8(1)(p). 


Pre-RSC History: Para. 8(1)(p) added by 1988, c. 55, Subsec. 
2(2),.applicable to’1988 et seq. 


Regulations: 1100(1)(a)(viii); Sch. II:Cl. 8G) (CCA rate is 20%). 


Interpretation Bulletins [para. 8(1)(p)J: IT-257R: Canada 
Council grants; IT-525R: Performing artists. 


(q) artists’ employment expenses _ alone 
the taxpayer’s income for the year from the office 
or employment includes income from an artistic 
activity 


(i) that was the creation by the taxpayer of, 
but did not include the reproduction of, paint- 

_ Ings, prints, etchings, drawings, sculptures or 
similar works of art, 


+ (i) that was the composition by the taxpayer 
of a dramatic, musical or literary work, 


(iii) that was the performance by the taxpayer 
of a dramatic or musical work, as an actor, 
dancer, singer or musician, or 


(iv) in respect of which. the taxpayer was a 
member of a professional artists’ association 
that is certified by the Minister of 
Communications, Bi 


amounts paid by the taxpayer before the end of 
the year in respect of expenses incurred for the 
purpose of earning the income from those activi- 
ties to the extent that they were not deductible in 
computing the taxpayer’s income for a preceding 
taxation year, but not exceeding a single amount 
in respect of all such offices and employments of 
the taxpayer equal to the amount, if any, by 
which 
(v) the lesser of $1, 000 and 20% of the total 
of all amounts each of which is the taxpayer’s 
_Iincome from an office or employment for the 
year, before deducting any amount under this 
section, that was income from an artistic ac- 
tivity described in any of subpata staphs (i) to 
(iv), 


exceeds 


(vi) the total of all amounts deducted by the 
taxpayer for. the year under paragraph (j) or 
(p) in respect of costs or expenses incurred for 
the purpose of earning the income from such 
an activity for the year. 
History: Para. 8(1)(q) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 5(6), applicable with respect to amounts paid after 1990. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 

ter of Communications, the Minister of Multiculturalism and 

Citizenship and the Secretary of State of Canada in relation to 

any matter to-which\the powers, duties and functions of the 

.. Minister of Canadian Heritage extend by virtue of this Act, in 

» any other Act of Parliament or in any. order, regulation or 

other instrument made under any Act of Parliament shall, un- 

~ less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


S. 811)(q@) 


Interpretation Bulletins: IT-257R: Canada Council grants; IT- 
504R2: Visual artists and writers; IT-S25R: Performing artists. 
Selected Cases [subsec. 8(1)]: Ontario Public Service Employ- 
ees Union v. Nat’l Citizens’ Coalition, [1990] 2 C.T.C. 163 (Ont. 
C.A.) (Different taxation of business and employment incomes does 
not violate Charter). 

Interpretation Bulletins: IT-518R: Food, beverages and en- 
tertainment expenses. 


Forms: 1777: Statement of employment expenses. 


(1.1) [Not included in R.S.C. 1985] 

Pre-RSC History: Subsec. 8(1.1) formerly read: 
(1.1) Election re additional voluntary contributions — For 
the purposes of paragraph (1)(m), such part as a taxpayer 
designates in the taxpayer’s return of income for the 1986 
taxation year of the aggregate of all amounts contributed by 
the taxpayer after 1985 and before October 9, 1986 as addi- 
tional voluntary contributions shall be deemed to have been 
contributed in respect of services rendered by the taxpayer 
before 1986. 

Subsec. 8(1.1) added by 1990, c. 35, subsec: 2(4), applicable to the 

1986 taxation year. 


(2) General limitation — Except as permitted by 
this section, no deductions shall be made in comput- 
ing a taxpayer’s income for a taxation year from an 
office or employment. 

Interpretation Bulletins: IT-352R2: Employee’s expenses, in- 


cluding work space in home expenses; IT-377R: Director’s, execu- 
tor’s or juror’s fees. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 8(3) repealed by 1988, c. 55, subsec. 
2(3), applicable to 1988 et seg. Subsec. 8(3) formerly read: 
(3) Limitation re employment expense deduction — In 
computing a taxpayer’s income for a taxation year, no 
amount is deductible under paragraph (1)(a) 
(a) if any amount has been deducted under paragraph 
(1)(f) in computing his income for the year, 
(a.1) if the taxpayer was in the year an incorporated em- 
ployee and a specified shareholder of a corporation that 
has deducted an amount described in subparagraph 
18(1)(p)(i1) in computing its income for its taxation year 
ending in the year, 
(b) if the taxpayer was, at any time in the year, a member 
of the Senate or House of Commons of Canada, or 
(c) in the case of a taxpayer to whom subsection 81(2) or 
(3) applies, except to the extent that the amount other- 
wise deductible under paragraph (1)(a) in computing his 
income for the year exceeds the amounts that, but for 
subsection 81(2) or (3), asthe case may: be, would be in- 
cluded in computing that income. 
Para. 8(3)(a.1) substituted by 1984, c. 45, s. 3, to delete “(within the 
meaning assigned by paragraph 125(9)(e))” found after “a specified 
shareholder”, applicable to 1985 et seq. 
Para. 8(3)(a.1) added by 1980-81-82-83, c. 140, subsec. 2(2), appli- 
cable to 1981 ef seq. 


(4) Meals — An amount expended in respect of a 
meal consumed by a taxpayer who is an officer or 
employee shall not be included in computing the 
amount of a deduction under paragraph (1)(f) or (h) 
unless the meal was consumed during a period while 
the taxpayer was required by the taxpayer’s duties to 
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be away, for a period of not less than twelve hours, 
from the municipality where the employer’s estab- 
lishment to which the taxpayer ordinarily reported 
for work was located and away from the metropoli- 
tan area, if there is one, where it was located. 
Related Provisions: 67.1 —50% limitation on expenses for 
meals. 

Selected Cases [subsec. 8(4)]: Verrier v. The Queen, [1990] | 
C.T.C. 313 (FCA); leave to appeal to SCC refused (1990), 120 NR 
80 (note) (Gas and other expenses not deductible where automobile 
salesperson required, by implied term of contract, to perform duties 
away from employer’s location); Healy v. The Queen, [1979] 
C.T.C. 44 (FCA) (Expenses while at place where required to work 
one-third of year deductible). ' 


Interpretation Bulletins: IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


Information Circulars: 73-21R7: Away from home expenses. 


Forms: 1777: Statement of employment expenses; TD1X: State- 
ment.of remuneration and expenses (for use by commission remu- 
nerated employees). 


(5) Dues not deductible — Notwithstanding sub- 
paragraphs (1)()(), (iv) and (vi), dues are not de- 
ductible under those subparagraphs in computing a 
taxpayer’s income from an office or employment to 
the extent that they are, in effect, levied 


(a) for or under a superannuation fund or plan; 


(b) for or under a fund or plan for annuities, in- 
surance (other than professional or malpractice li- 
ability insurance that is necessary to maintain a 
professional status recognized by statute) or simi- 
lar benefits; or 


(c) for any other purpose not directly related to 
the ordinary operating expenses of the committee 
or similar body, association or trade union to 
which they were paid. 


Related Provisions: 8(1)(i)(i), (iv) — Professional and union 
dues deductible. 


Pre-RSC History: Para. 8(5)(b) substituted by 1988, c. 55, subsec. 
2(4), applicable to 1984 et seg. Para. 8(5)(b) formerly read: 


(b) for or under a fund or plan for annuities, insurance or sim- 
ilar benefits, or 


Subsec. 8(5) amended by 1986, c. 6, subsecs. 3(2), (3), applicable to 
1985 et seg, to substitute the heading “Dues not deductible” for 
“Certain annual dues not deductible”, to substitute “Notwithstand- 
ing subparagraphs (1)(i)(i), (iv) and (vi), dues are not” for “Not- 
withstanding subparagraphs (1)(i)(i) and (iv), annual dues are not” 
and in para. 8(5)(c) to add the words “‘committee or similar body”. 


Interpretation Bulletins: IT-103R: Dues paid to a union or to a 
parity or advisory committee; IT-158R2: Employees’ professional 
membership dues. 


(6) [Repealed under former Act] 


Pre-RSC History: Subsec. 8(6) repealed by 1990, c. 35, subsec. 
2(5), applicable to. 1991 et seq. Subsec. 8(6) had read: 


(6) “Contribution limit’ defined — For the purposes of para- 
graph (1)(m), a taxpayer’s “contribution limit” for a taxation 
year under subparagraph (1)(m)(i) or (ii) in respect of a regis- 
tered pension plan means such amount as is designated by the 
taxpayer in his return of income for the year to be his contri- 
bution limit for the year under subparagraph (1)(m)(i) or (ii), 
as the case may be, in respect of that fund or plan, not ex- 
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ceeding however the amount, if any, by which $3,500 ex- 
ceeds the aggregate of amounts each of which is his contribu- 
tion limit for the year under subparagraph (1)(m)(i) or (ii), as 
the case may be, in respect of any other such fund or plan. 


Subsec. 8(6) amended by 1990, c. 35, s. 29, to substitute “registered 
pension plan” for “registered pension fund or plan”, applicable after 
1985. , 


Subsec. 8(6) amended by 1976-77, c. 4, subsec. 1(2), applicable to 
1976 et seq., to substitute “$3,500”. for,““$2,500”. 


(7) [Repealed under former Act] 


Pre-RSC History: Subsec. 8(7) repealed by 1990, c. 35, subsec. 
2(5), applicable to 1991 et seg. Subsec. 8(7) had read: 


(7) Teachers — For the purpose’ of determining whether a 
teacher may deduct amounts contributed by him to or under a 
registered pension plan in computing his income for a taxa- 
tion year during which he was employed by Her Majesty or a 
person exempt from tax for the year under section 149, sub- 
paragraph (1)(m)(i1) shall be'read as though the words “while 
he was not a contributor” were deleted. 


Subsec. 8(7) amended by 1990, c. 35, s. 29, to substitute “registered 
pension plan” for “registered pension fund or plan”, applicable after 
1985. 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 8(8) repealed by 1990, c. 35, subsec. 
2(6), applicable to 1991 et seq.; and in its application to the 1987 to 
1990 taxation years the subsec. shall be read as follows: 


(8) Where an amount, other than an additional voluntary con- 
tribution, has been contributed by a taxpayer to or under a 
registered pension plan 


(a) after 1945, in respect of services rendered by the tax- 
payer in a year while the taxpayer was not a contributor, 
or 


(b) after 1962, in respect of services rendered by, the tax- 
payer in a year while the taxpayer was a contributor, 


it may be included in computing a deduction under 


(c) subparagraph (1)(m)(ii), in the case of an amount de- 
scribed in paragraph (a), or 


(d) subparagraph (1)(m)(iii), in the case of an amount de- 

scribed in paragraph (b), 
for a particular taxation year subsequent to the year in which 
it was contributed to the extent that it exceeds the aggregate 
of all amounts each of which was deductible in respect 
thereof under this subsection, subparagraph (1)(m)(ii) or (411) 
or paragraph 60(j) in computing the taxpayer’s income for 
taxation years preceding the particular taxation year. 

Subsec. 8(8) formerly read: 


(8) Employees’ contributions to pension fund for at: 
rears — Where an amount has been contributed by a tax- 
payer to or under a registered pension plan 


(a) after 1945, in respect of services rendered by him in a 
year while he was not a contributor, or 


(b) after 1962, in respect of services rendered by him in a 
year while he was a contributor, 


it may be included in computing a deduction under 
(c) subparagraph (1)(m)(ii), in the case of an amount de- 
scribed in paragraph (a), or 
(d) subparagraph (1)(m)(iii), in the case of.an amount de- 
scribed in paragraph (b), 
for taxation years subsequent to the year in which it was con- 
tributed to the extent that it exceeds the aggregate of amounts 


deductible in respect thereof under this subsection, subpara- 
graph (1)(m)(ii) or (iit) or paragraph 60(j) in computing in- 
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comes for years preceding the taxation year. 


That portion of subsec. 8(8) preceding para. (a) amended by 1990, 
c. 35,'s. 29, to substitute “registered pension plan” for “registered 
pension fund or plan”, applicable after 1985. 


(9) Presumption — Notwithstanding any other 
provision of this Act, the total of all amounts that 
would otherwise be deductible by a taxpayer pursu- 
ant to paragraph (1)(f), (h) or Gj) for travelling in the 
course of the taxpayer’s employment in an aircraft 
that is owned or rented by the taxpayer, may not ex- 
ceed an amount that is reasonable in the circum- 
stances having regard to the relative cost and availa- 
bility of other modes of transportation. 


Related Provisions: 67 — General requirement that expenses be 
reasonable. 


Pre-RSC History: Subsec. 8(9) added by 1980-81-82-83, c. 48, 
subsec. 2(2), applicable to 1980 et seq. 


Subsec. 8(9) repealed by 1973-74, c. 30, .s..1, applicable to 1973 et 
seq. Subsec. 8(9) formerly read: 


(9) In computing the income’ of.a taxpayer for a taxation year 
from the duties of an office or employment performed by him 
in a country other than Canada, there may be deducted the 
amount, if any, of any income or profits taxes paid to the gov- 
ernment of a state, province or other political subdivision of 
that country to the extent that such taxes 


(a) were deductible under the laws of that country in 
computing the amount for the year on which the taxpayer 
is liable to pay income or profits tax imposed by the gov- 
ernment of that country, and 

(b) may reasonably be regarded as having been paid in 
respect, ofthe income of the taxpayer for the year from 
the duties so performed. 


Interpretation Bulletins: IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


(10) Certificate of employer — An amount other- 
wise deductible for a taxation year under paragraph 
(1)(f), (h) or (h.1) or subparagraph (1)(@)(i1) or (111) 
by a taxpayer shall not be deducted unless a pre- 
scribed form signed by the taxpayer’s employer cer- 
tifying that the conditions set out in that provision 
were met in the year in respect of the taxpayer is 
filed with the taxpayer’s return of income for the 
year under this Part. 

History: Subsec. 8(10) substituted by 1994, c. 7, Sch. II (1991, c. 


49), subsec. 5(7), applicable to 1988 et seg. Subsec. 8(10) formerly 
read: : 


(10) Certificate — An amount otherwise deductible for'a tax- 
ation year under paragraph (1)(f) or (h) or ‘subparagraph 
(1)G)(ii) or (iii) by a taxpayer shall not be deducted unless the 
taxpayer files with the taxpayer’s return of income for the 
year a prescribed form signed by the taxpayer’s employer cer-. > 
tifying that the conditions set out in that provision were met 
in the year in respect of the taxpayer. ; 


Pre-RSC History: Subsec. 8(10) added by 1988, c. 55, subsec. 
2(5), applicable to 1988 et seq. 


Interpretation Bulletins: [T-352R2: Employees’ expenses, in- 
cluding work space in home expenses; IT-522R: Vehicle, travel and 
sales expenses of employees. 


Information Circulars: 73-21R7: Away from home expenses; 74- 
6R2: Power saw expenses. ° 
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Forms: T2200: Declaration of conditions of employment. 


Pre-RSC History [former subsec. 8(10)]: Former subsec. 
8(10) repealed by 1984, c. 1, subsec, 3(2), applicable to 1984 et seq. 
Subsec. 8(10) formerly read: 
(10) Employment outside Canada — Where any individual 
is resident in Canada in a taxation year and, throughout a pe- 
riod of more than six consecutive months that commenced in: 
the year or a previous year (in this subsection referred 'to as 
the “qualifying period’), 
(a) was employed by a person who was a petiied em- 
ployer, and 
(b) performed all or substantially all the duties of his em- 
ployment in one or more countries other than Canada _. 
(i) in connection with a contract under which the 
specified employer carried on business in such coun- 
try or countries with respect to 
(A) the exploration for, or exploitation of, petro- 
leum, natural gas, minerals or other similar 
resources, 
(B) a construction, installation, agricultural or 
engineering activity, or 
(C) any prescribed activity, or 
(ii) for the purposes of obtaining a contract for the 
specified employer to undertake any of the activities 
referred to in clause (i)(A), (B) or (©), 
there may be deducted in computing his income for the year 
from that employment an amount equal to the lesser of 
(c) that portion of $50,000 that the number of days in that 
portion of the qualifying period that is in the year is of 
365, and 
(d) 50% of the portion of the amount that would, but for 
this subsection, be his income for the year from that em- 
ployment that is reasonably attributable to those duties 
performed 
(i) if section 114 is applicable, during the period or‘ 
periods in the year referred to in paragraph 114(a) 
that are within the qualifying period, or. 
(i1) if section 114 is not applicable, within the Saat 
fying period. 


Subsec. 8(10) added by 1980-81-82-83, c 48, subsec. 2(2), applica- 
ble to 1980 et seq. 


(11) Goods and services tax — For the purposes 
of this section and section 6, the amount of any re- 
bate paid or payable to a taxpayer under the Excise 
Tax Act in respect of the goods and services tax shall 
be deemed not to be an amount that is reimbursed to 
the taxpayer or to which the taxpayer is entitled. 

Related Provisions: 6(8) — GST rebate included in income. 


Pre-RSC History: Subsec. 8(1b) added is 1990; c. 45, s. 38, 
applicable to 1991 et seq. 


Pre-RSC History [former subsec. 8(11)}: Former subsec. 
8(11) repealed by 1984, c.1, subsec. 3(2), olla to 1984 et seq. 
Subsec. 8(11) formerly read: 


(11) “Specified employer’ — In subsection (10), “specified 
employer” means 


(a) a person resident in Canada; 


(b) a partnership in respect of which the aggregate fair 
market value of the interests in the partnership, each of 
which is owned by a member resident in Canada or a cor- 
poration controlled by persons resident in Canada, ex- 
ceeds 10% of the aggregate fair market value of all of its 
members’ interests in the partnership; and 
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(c) a corporation that is a foreign affiliate of a person res- 
ident in Canada. 


Subsec. 8(11) added by 1980-81-82-83, c. 48, subsec. 2(2), applica- 
ble to 1980 et seq. 


(12) Return of employee shares by trustee — 
Where, in a taxation year, 


(a) an employee is:deemed by subsection 7(2) to 
have disposed of a share held by a trust, 


(b) the trust disposed of the share to the corpora- 
tion. that issued the share, 


(c) the disposition occurred as a result of the em- 
ployee not meeting the conditions necessary for 
title to the share to vest-in the employee, and 


(d) the amount paid by the corporation to acquire 

the share from the trust or to redeem or cancel the 
share did not exceed the amount paid to the cor- 
poration for the share, 


the following rules apply: 


(e) there may be deducted in computing the em- 
ployee’s income for the year from employment 
the amount, if any, by which 


(i) the amount of the benefit deemed by sub- 
section 7(1) to have been received by the em- 
ployee in the year or a preceding taxation year 
in respect of the share 


exceeds 


(ii) any amount deducted under paragraph 
110(1)(d) or (d.1) in computing the em- 
ployee’s taxable income for the year or a pre- 
ceding taxation year in respect of that benefit, 
and 


(f) notwithstanding any other provision of this 
Act, any gain or loss of the employee otherwise 
determined from the disposition of the share shall 
be deemed to be nil and section 84 does not apply 
to deem a dividend to have been received in re- 
spect of the disposition. 

History: Subsec. 8(12) added by 1994, c. 7, Sch. If (1991, c. 49), 

subsec. 5(8), applicable to 1988 et seq. 


Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options. 


(13) Work space in home — Notwithstanding 

paragraphs (1)(f) and (i), 
(a) no amount is deductible in computing an indi- 
vidual’s income for a taxation year from an office 
or employment in respect of any part (in this sub- 
section referred to.as the “work space’’) of a self- 
contained domestic establishment in which the 
individual resides, except to the extent that the 
work space is either 


(i) the place where the individual principally 
performs the duties of the office or employ- 
ment, or 


(ii) used exclusively during the period in re- 
spect of which the amount relates for the pur- 
pose of earning income from the office or em- 
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ployment and used on a regular and 
continuous basis for meeting customers or 
other persons in the ordinary course of per- 
forming the duties 
employment; 


(b) where the conditions set out in subparagraph 
(a)(i) or (ii) are met, the amount in respect of the 
work space that is deductible in computing the in- 
dividual’s income for the year from the office or 
employment shall not exceed. the individual’s in- 
come for the year from:the office or employment, 
computed without reference to any deduction in 
respect of the workspace; and 


(c) any amount in respect of a work space that 
was, solely because of paragraph (b), not deducti- 
ble in computing the individual’s income for the 
immediately preceding taxation year from the of- 
fice or employment shall be deemed to be an 
amount in respect of a work space that is other- 
wise deductible in computing the individual’s in- 
come for the year from that office or employment 
and that, subject to paragraph (b), may be de- 
ducted in computing the individual’s income for 
the year from the office or employment. 


Related Provisions: 18(12) — Work space in home’ of self-em- 
ployed individual. 


History: Subsec. 8(13) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 5(8), applicable to 1991 et seq. 


Interpretation Bulletins: IT-352R2: Employee’s expenses, in- 
cluding work space in home expenses. 


Forms: 1777: Statement of employment expenses. 


Definitions [s. 8]: “additional voluntary contribution”, “amount”, 
“annuity”, “automobile”, “borrowed money”, “business” — 248(1); 
“Canada” — 255; “capital .cost” — 13(7)-(7.4),° 128-1(1)\(c), 
128.1(4)(c); “Commonwealth” — Interpretation Act 35(1); “de- 
ferred amount”, “employed”, “employee”, “employer”, “employ- 
ment’, “goods and services tax”, “individual”, “Minister” — 
248(1); “marriage” — 252(4)(b); “motor vehicle”, “office”, “per- 
son”, “prescribed”, “property”, “registered pension plan’, “regula- 
tion” — 248(1); “reimbursement payment” — 8(1)(n.1)(i); “resi- 
dent” —- 250; “retirement compensation arrangement”, “salary 
deferral arrangement’, “salary or wages”, “self-contained domestic 
establishment’, “share” — 248(1); “spouse” — 252(4)(a); “taxable 
income” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 


248(1); “trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 8]: IT-168R3: Athletes and players 
employed by football, hockey and similar clubs. 


Subdivision b — Income or Loss 
from a Business or Property 


Basic Rules 


9. (1) Income — Subject to this Part, a taxpayer’s 
income for a taxation year from a business or prop- 
erty is the taxpayer’s profit from that business. or 
property for the year. 

Related Provisions: 9(3) — Capital gains and losses not in- 
cluded; 18 — Limitations on various deductions; 18.1:— Limitation 


on deduction for matchable expenditure; 23 — Sale of inventory af- 
ter ceasing to carry on business; 80(13) — Income inclusion on for- 


of the office or 
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giveness of debt; 95(1) — Extended definition of “income from 
property” for FAPI purposes; 112(4)-(5.6) — Restrictions on, losses 
on shares held as inventory; 115(1)(a)(ii) — Non-resident’s taxable 
income earned in Canada; 142.5(1) — Mark-to-market rules for se- 
curities held by financial institutions; 143.2(6) — Reduction in ex- 
penditure allowed for tax shelter investment; 248(24) — Equity and 
consolidation methods of accounting not to be used; Canada-U.S. 
tax treaty, Art. VII — Business profits of U.S. resident; Art. XTV — 
Independent personal services; Art. XVI — Artistes and athletes; 


_ Art. XVII — Withholding re personal services. 


Selected Cases [subsec. 9(1)]. 


Method of reporting income: Denthor Developments Ltd. v. 
Canada, [1997] 1 C.T.C. 2075 (TCC) (No proceeds of disposition 
of land until land is sold); Buck Consultants Ltd. vy. Canada, [1996] 
3 C.T.C. 2016 (TCC) (Deduction of “notional” rent during rent-free 
period disallowed, despite compliance with GAAP); Toronto Col- 
lege Park Ltd. v. Canada, [1996] 3 €.T.C. 94 (FCA) (Taxpayer 
does not have choice of methods under GAAP; expense to be 
matched with specific source of revenue and amortized); Consoltex 
Inc. v. Canada, [1996] 1 C.T.C. 2752 (TCC) (Change of inventory 
valuation method ‘and reversal following utilization of losses dis- 
torted income by anticipating profits); 228262 Alberta Ltd. v. MNR, 
[1996] 1 C-T.C. 2416 (TCC) (Price rectification was eligible capital 
expenditure, not current expense or cost of borrowing); Fleur de Lys 
Warehousing Ltd. v. Canada, [1992] 2 C.T:C: 2158 (FCC) (Munici- 
pal tax refund included in income for year in which refund ordered 
by tribunal, not year in which upheld by higher court); Johnson &: 
Johnson Ine. v.. Canada, [1994] 1 C.T.C. 244 (FCA).(Refund of fed- 
eral sales tax taxable as income); Maritime Telegraph and Tele- 
phone Co. v. Canada, [1992] 1 C.T.C, 264 (FCA) (Taxpayer could 
not change from accrual method to billed method of reporting in- 
come for tax purposes); The Queen v. Zoel Chicoine Inc., [1987] 2 
C.T.C. 240 (FCA) (Sum received as an advance on final amount not 
determined and. not payable until taxation year-end not included in 
calculating income); Kozan v. MNR, [1987] 1 C.T.C, 2258 (TCC) 
(Disposal of property. in taxation year when vendor, unable to 
“close” sale transaction on set date, agreed to purchaser taking pos- 
session of property, receiving rents, and holding balance due in trust 


- until transfer.of title in subsequent year); Finochio v. The Queen, 
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[1987] 1. C.T.C.. 313 (FCTD),(Sale of real property “closed” in year 
of registration of sale documents, even though funds held in trust by 
solicitor until next taxation year); McCullough v. MNR, [1986] 2 
C.T.C. 2132 (TCC) (Amount-of cheque payable to taxpayer’s de- 
ceased husband entitled to DPSP not included in taxpayer’s income 
when counsel not-acting directly or indirectly as agent or solicitor of 
taxpayer); Kowalczyk v. MNR, [1986] 2.C.T.C::2092: (TCC). (Che- 
ques received upon dismissal from employment equivalent to pay- 
ment in cash if amounts not conditional on acceptance and 
honoured on presentation for payment included in income in year of 
receipt); Rodgers, A.G.; Real Estate Ltd. v. MNR, [1984] C.T.C. 
2051 (TCC), (Determined portion of commissions representing per- 
centage of: sale price of land taxable when: receivable in year of 
transaction; remainder of commissions dependent upon completion 
of buildings taxable when receivable in that year);:Commonwealth 
Construction Co. Ltd. v. The Queen, [1984] C.T.C. 338 (FCA) (Ad- 
verse. judgment on appeal requiring full or partial repayment of 
costs of action does not alter taxable income in the year of receipt); 
The Queen.y. Terra Mining & Exploration Ltd. (NPL), [1984] 
C.T.C. 176 (FCTD) (GAAP dictates that interest expense be ac- 
counted for on accrual basis); Noél-Fortin et al. v. MNR, [1982] 
C.T.C. 2543 (TRB) (Assessments adding unreported income, inter- 
est and penalties referred back to Minister when taxpayers sharing 
tips in team..system with other waiters); Graham v, The Queen, 
{1980] C.T.C. 212.(FCTD) (Interest received on trust certificate is 
income in year of receipt; utility payments deductible in year of 
payment); Maple Leaf Mills Ltd. v. MNR, [1976] C.T.C. 324 (SCC) 
(Debt owed to taxpayer from net revenue deficiency accruing over 
the course of years taxed in year to which each part of debt is attrib- 
utable); High Level Hotel Ltd. v. MNR, [1970] Tax ABC 1166 
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(TAB) (Income earned from rental of rooms taxable in hands of tax- 
payer despite agreement to pay part of rentals to contractor for com- 
pletion of buildings); MNR v. Colford (John) Contracting Co. Ltd., 
[1962] C.T.C. 546 (SCC) (Holdback amounts not qualified as “re- 
ceivables” are to be included in income in the year in which archi- 
tect’s or engineer’s final certificate issued). 


Assignment of income: Minet Inc. v. Canada, [1996] 3 C.T.C. 
2108 (TCC) (Commission income was taxpayer’s, where it acqui- 
esced in transfer to non-resident); Dominion Bridge Co. Ltd. v. The 
Queen, [1977] C.T.C. 554 (FCA) (Inflated cost of steel purchased 
by parent company must be computed by reference to cost incurred 
by foreign subsidiary not carrying on separate business); The Queen 
v. Wipf et al., [1976] C.T.C. 57 (SCC) (Farm colonies holding all 
property in common; profits not attributable to individual members 
of Hutterian Brethren Church working in communal farming opera- 
tions in return for subsistence benefits). 


Discounts and bonuses: Hall et al. v. The Queen, [1986] 1 
C.T.C. 399 (FCTD) (Gain realized on discount purchase of promis- 
sory note conferred benefit on shareholders); Specht v. MNR; [1981] 
C.T.C. 2463 (TRB) (Bonuses earned from pre-payouts were capital 
gains where taxpayer used own funds to purchase mortgages and 
was not carrying on business); Solomon Estate v. MNR, [1970] Tax 
ABC 1244 (TAB) (Bonus received from a venturesome loan arising 
in adventure in nature of trade taxable in year of receipt). 


Business and adventure in the nature of trade: Roseland 
Farms Ltd. v. MNR, [1986] 1 C.T.C. 2163 (TCC) (Purchase and sale 
of farms not adventure in nature of trade when no equipment and no 
capital to conduct proper farming business); Diamond Develop- 
ments Ltd. v. MNR, [1984] C.T.C. 2992 (TCC) (Profit on sale of 
building business income when not held as a capital asset and real- 
ized in course of ordinary business operations); Western Union In- 
surance Co. v. The Queen, [1983] C.T.C. 363 (FCTD) (Bonus paid 
to lender for making loan earned in the course of business when 
creating a gainful use of monetary assets); Schlamp v. The Queen, 
[1982] C.T.C. 304 (FCTD) (Majority shareholder in construction 
company, acquiring property, building houses, residing in them with 
family, selling the house at profit and repeating these events, taxa- 
ble as profits from adventure in nature of trade); Walton v. The 
Queen, [1982] C.T.C. 228 (FCTD) (Proceeds from adventure in na- 
ture of trade despite unsolicited offer when city planner has knowl- 
edge of real estate potential and speculative intent); Anderson v. 
MNR, [1980] C.T.C. 2588 (TRB) (Adventure in the nature of trade 
where syndication of stallion represents efficient method of group- 
ing investors in business); Fawcett v. MNR, [1980] C:T.C. 2064 
(TRB) (Compensation paid for withdrawing from further negotia- 
tions to acquire company shares taxable as income from adventure 
in nature of trade; loss of executive position and right to purchase 
shares not taxable when representing receipt on account of capital); 
Mills v. MNR, {1978] C.T.C. 3166 (TRB) (Voluntary contributions 
from followers of philosopher to defray various costs to attend 
meetings income ‘from: business); The Queen v. Audet, [1978] 
C.T.C. 788 (FCTD) (Amounts received as commission for guaran- 
teeing loan constitute business income when not merely engaging in 
hobby but in deliberate economic action in search of gain); MNR v. 
Taylor, {1956] C.T.C. 189 (Exch) (Profit arising from transaction is 
adventure in nature of trade even though transaction itself is not 
trade or business). 


Business purpose: Thiele Drywall Inc. v. Canada, [1996] 3 
C.T.C. 2208 (TCC) (Nature of participation in tax evasion scheme 
was such that legal expenses to defend were not deductible); Sabo 
Brothers Construction Ltd. v. Canada, [1996] 2 C.T.C. 2073 (TCC) 
(Business loss disallowed where no possibility of profit; tax benefits 
did not arise solely from operation of Act); Tonn et al. v. Canada, 
[1996] 2 C.T.C. 205 (FCA) (Objective test in Moldowan is to pre- 
vent inappropriate reductions in tax, not to second-guess business 
judgments); Levy v. MNR, [1985] 2 C.T.C. 2107° (TCC); aff'd 
[1990] 2 C.T.C. 83 (FCTD) (Horses acquired and used for the pur- 
pose of racing are farming activity, investments in horse racing syn- 
dicates and corresponding losses constitute business of farming). 


38 


Income Tax Act, Part I, Div. B 


Change in use: Hayes v. MNR, [1989] 2 C.T.C. 2008 (TCC) 
(Gain on sale of lots capital in nature; filing subdivision plan not 
converting loan into inventory when no evidence of business plan); 
MacKinnon v. MNR, [1988] 2 C.T.C. 2262 (TCC) (Land sold did 
not change character from capital to inventory; mere creation of 
subdivision plan does not constitute the carrying on of business in 
absence of other circumstances); Hyman v. MNR, [1988] 1 C.T.C. 
2516 (TCC) (Business income applicable after change in use arising 
from change in intention regarding property from income-producing 
asset to wanting to sell for a profit); Magilb Development Corp. Ltd. 
v. The Queen, [1987] 1 C.T.C. 66 (FCTD) (No change of character 
in respect of homestead property from capital to trading asset when 
absence of corporate intent to subdivide); Schneider Ltd. et al. v. 
The Queen, [1986] 2 C.T.C. 89 (FCA) (Expropriation rendering 
profit from sale of land by joint venture income; insufficient evi- 
dence of change of intention when trust on behalf of members of 
consortium held property for disposition); Jacobsen Holdings Ltd. 
v. The Queen, [1986] 1 C.T.C. 87 (FCTD) (Presumption that land 
acquired for sale at profit retains character of inventory even when 
personal and farming use of tract of land until receipt of acceptable 
offer). 


Damages: Prince Rupert Hotel (1957) Ltd. v. Canada, {1995] 2 
C.T.C. 212 (FCA) (Capital nature of partnership interest not rele- 
vant in characterizing settlement for damages relating to amount of 
such interest); Poulin v. Canada, [1995] 1 C.T.C. 2075 (TCC) 
(Damages payable as result of damage suit for fraudulent activities 
as real estate broker deductible in computing income); St-Romuald 
Construction Ltée v. Canada, [1989] 1 C.T.C. 205 (FCTD) (Pay- 
ment for cancellation of contract pursuant to provision annulling 
contract held not to be damages when obtained to compensate for 
loss in partial execution of contract made in normal course of busi- 
ness); Wise et al. v. The Queen, [1986] 1 C.T.C. 169 (FCA) 
(Amount received on forfeiture of deposit held to constitute dam- 
ages for loss of sale); Société d’Ingénierie Cartier Ltée v. The 
Queen, [1986] 1 C.T.C. 166 (FCTD) (Payment received from in- 
surer in settlement of claims by and against taxpayer income where 
compensation would be so treated if received directly in course of 
business); The Queen v. Manley, [1985] 1 C.T.C. 186 (FCA); leave 
to appeal to SCC refused (sub nom. Manley v. MNR) (1986), 67 NR 
400 (note) (Damages for breach of warranty of authority included in 
income when corresponding to what would have been realized in 
profit from adventure in nature of trade); Vinette v. MNR, [1984] 
C.T.C. 2257 (TCC) (Payments received during period covered by 
notice of termination and arising from employment contract not 
damages, but taxable); Cox v. The Queen, [1982] C.T.C. 322 
(FCTD) (Payment from settlement upon contested will taxable, not 
damages, where claim is for payment of services); Hillsdale Shop- 
ping Centre Ltd. v. The Queen, [1981] C.T.C. 322 (FCA) (Gain 
from expropriation of land acquired with primary purpose of devel- 
oping shopping centre for deriving rental income and with secon- 
dary purpose of reselling at profit is business income); Roberts, 
H.A., Ltd., v. MNR, [1969] C.T.C. 369 (SCC) (Payments of com- 
pensation capital sum in respect of business separate from main 
agency). 

Business vs employment: Wiebe Door Services Ltd. v. MNR, 
[1986] 2 C.T.C. 200 (FCA) (Inadequacy of “control” test; whole 
relationship of the parties must be examined through the “integra- 
tion” test from employee’s point of view rather than employer’s); 
Marotta v. The Queen, [1986] 1 C.T.C. 393 (FCTD) (Remuneration 
received by physician forming partnership and arranging for pay- 
ments from university to be treated as partnership income were em- 
ployment income from university upon evidence of employment re- 
lationship and taxable in calendar year of receipt); Gagné v. MNR, 
[1983] C.T.C. 2502 (TRB) (Lawyer’s office expenses not deducti- 
ble upon evidence of employment contract not providing for ex- 
penses); Rochette v. MNR, [1981] C.T.C. 2508 (TRB) (Flat monthly 
fee not salary; related expenses deductible in respect of self- 
employment). 


Foreign exchange profits: ISE Canadian Finance Ltd. v. MNR, 
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[1986] 1 C.T.C. 2473 (TCC) (Foreign exchange gains and losses in 
respect of funds loaned to Canadian affiliates realized in the course 
of business were on income account); Ethicon Sutures Ltd. v. The 
Queen, [1985] 2 C.T.C. 6 (FCTD) (Gains realized due to changes in 
foreign exchange rates by subsidiary of U.S. corporation held to be 
income where intention was to have funds available for inventory 
payments); Weatherhead Co. of Canada Ltd. v. MNR, [1982] C.T.C. 
2839 (TRB) (Trade receipts used to purchase U.S. term deposits; 
resulting foreign exchange gain was business income when arising 
from normal business operations); Alberta Gas Trunk Line Co. Ltd. 
v. MNR, [1971] C.T.C. 723 (SCC) (Foreign exchange loss on loan is 
capital loss; premium received on monthly payments were business 
income when received as part of payment for services); Tip Top 
Tailors Ltd. v. MNR, [1957] C.T.C. 309 (SCC) (Foreign exchatige 
profit taxable when made in necessary part of company’ s trading 
operations). 


Income attributable to another. Barnes v.. MNR, [1986] 2 
C.T.C. 2079 (TCC) (True nature of transaction was that money not 
borrowed in trust relationship, but by taxpayer himself, shares regis- 
tered in ‘his name, and sold on own account); Turner v. MNR, [1984] 
C.T.C.:3026 (TCC) (Taxpayer accountant receiving sum of money 
for services rendered in arranging for purchase of shares of com- 
pany did not act as agent for corporation when not treating fee as 
corporation’s property); Horvath v. MNR, [1979] C.T.C. 2059 
(TRB) (Principal shareholder of corporation acting in trust for cor- 
poration; profits belong to corporation). 


Intention. Johnstone v.. The Queen, [1988] 1 C.T.C. 48 (FCTD) 
(Profit on sale of real estate included in income where intention to 
subdivide and sell at profit, regardless of initial intention to use 
property as principal residence); Wise v. MNR, [1987] 1 C.T.C. 
2319 (TCC) (Taxpayer entering real estate joint venture with exper- 
ienced traders is bound by intentions and actions of other. investors 
reporting profits as income); Brown v. MNR, [1987] 1 C.T.C. 2133 
(TCC) (Parcel of land jointly owned by taxpayer and other individ- 
ual; intention of taxpayer governed by the intention of the majority 
owner under agreement to sell on the same terms); Happy Valley 
Farms Ltd. v. The Queen, [1986] 2. C.T.C. 259 (FCTD) (Profit on 
_ land sales was business income when taxpayer acquired property for 
resale at profit and was more knowledgeable in land transactions 
than farming); Armstrong v. The Queen, [1985] 2 C.T.C., 179 
(FCTD) (Trading in horses by corporation does not necessarily im- 
ply business venture with intention of eventual profitable sale); 
Harms v. MNR, [1984] C.T.C. 2714 (TCC) (Profit on sale was capi- 
tal gain when gold investment capital preserving and not specula- 


S. 9(1) 


Leases: French Shoes Ltd. v. The Queen, [1986].2.C.T.C. 132 
(FCTD) (Tenant inducement income when received, as part of nor- 
mal business operations); Zehr’s Markets Ltd. v. The Queen, [1975] 
C.T.C. 190 (FCTD) (Profit from real estate transactions capital gain 
when selling buildings and taking back long-term leasebacks where 
properties not acquired for speculative purposes); Chibougamau 
Lumber Ltée v. MNR, [1973] C.T.C. 2174 (TRB). (Term leases with 
monthly payments with option to purchase equipment for $1 at end 
of term not true leases, but purchases on time-+payment plans); Jm- 
perial Oil Ltd. v. MNR, [1972] C.T.C. 455 (FCTD) (Profit from sale 
of natural gas storage leases not business income when company 
not trading in such leases but intending to operate them for 
revenue). iO 


Sale or liquidation of business: Pepsi-Cola Canada Ltd. v. The 
Queen, [1979] C.T.C. 454 (FCA) (Amount received on termination 
of contract held to be capital payment for goodwill; receipt not con- 
taining terms of termination agreement); Hanalene Investments Ltd. 
v. MNR, [1965] Tax ABC 385 (TAB) (Losses during sell-off of 
partnership land deductible as trading losses when partners still car- 
rying on business); Frankel Corp. Ltd. v. MNR, [1959] C.T.C. 244 
(SCC) (Amount received for inventory when part of sale of busi- 
ness, not made in course of business, not taxable). 


Mineral leases and rights: Mel-Bar Ranches Ltd. v. MNR, 
[1987] 2 C.T.C. 2146 (TCC) (Amounts received from log-purchase 
agreement in one-time operation capital when necessary to improve 
ranch land in anticipation of renewed cattle operation); Corlite Pe- 
troleums Ltd. v. The Queen, [1976] C.T.C. 766 (FCTD) (Profit from 
sale of mining claims taxable when realized from adventure in na- 
ture of trade and property acquired for purpose of making profit); 
Bonlie v. MNR, [1970] Tax ABC 1235 (TAB) (Owner of half-inter- 
est in mining claims engaged in adventure in nature of trade when 
selling claims with intention of making profit); Settler Oils Ltd. v. 
MNR, [1968] C.T.C. 252 (Exch) (Lump sum and royalty payments 
under oil leases taxable income when property acquired in la of 
profit; cost of mineral rights not deductible). 


Options: Cook v. The Queen, [1987] 1 C.T.C. 377 (FCTD) 
(Amount received from unsolicited offer to grant option to purchase 
land was capital receipt; selling land not operating motivation); Air- 
way Acceptance Corp. Ltd. v. MNR, [1986] 1 C.T.C. 2259 (TCC) 
(Time for ascertainment of intention is moment of purchase, which 
was moment option exercised; taxpayer not buying for purposes of 
acquiring business assets, but for speculation); Algonquin Enter- 


| prises Ltd. et al. 'v. The Queen, [1986] 1 C.T.C. 493 (FCTD) (Exer- 


tive); Wilderton Shopping Centre Inc. v. MNR, [1972] C.T.C. 319 | 


(FCTD) (Profits on real estate transactions income from adventure 


in nature of trade where secondary or alternative intention to sell | 


part of land); Regal Heights Ltd. v. MNR, [1960] C.T.C. 384 (SCC) 
(Profits on real estate transactions income where alternative inten- 
tion to turn asset to account»if primary purpose not realized). 


Inventory or capital: Molstad Developments Co. v. Canada, 
[1997] 2 C.T.C. 2360 (TCC) (Borrowed funds were capital, even if 
proceeds used to acquire inventory); Greatti et al. v. MNR, [1983] 
C.T.C. 2541 (TRB) (Real estate not inventory of estate, but partner- 
ship profits from real estate included in income where properties 
acquired for development purposes prior to death); Arnold v. The 
Queen, [1983] C.T.C. 405 (FCTD) (Proceeds from sales of timber 
cutting rights based upon yearly sales to a company operated by 
vendor were income); Algoma Central and Hudson Bay Railway 
Co. v. MNR, [1961] C.T.C. 9 (Exch) (Original nature of rights re- 
ceived changed by manner of dealing with them; proceeds arising 
therefrom were income). 


Involuntary disposition: Bellingham v. Canada, [1996] 1 C.T.C. 
187 (FCA) (“Additional” interest in expropriation not income prop- 
erty nor income from a “source” and not taxable); Blok-Anderson v. 
MNR, [1972] C.T.C. 338 (FCTD) (Shares transferred in consolida- 
tion of holdings was alternative disposition method for traders in 
real estate). 
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cise of options to purchase during lease of building lots produced 
business income). 


Partnerships: Travica v. MNR, [1988] 1 C.T.C. 2359. (TCC) (No 
business partnership where community of interests created by mar- 
riage; assets owned by taxpayer at time of sale); Sedelnick Estate v. 
MNR, [1986] 2 C.T.C. 2102 (TCC) (Where no evidence of express 
partnership agreement, existence of partnership cannot be inferred 
when conduct of parties consistent with community of interests cre- 
ated by marriage). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research; IT-92R2: Income of contractors; IT- 
95R: Foreign exchange gains and losses; IT-104R2: Deductibility of 
fines or penalties; IT-129R: Lawyers’ trust accounts and disburse- 
ments; IT-200: Surface rentals and farming operations; IT-213R: 
Prizes from lottery schemes and giveaway contests; IT-223: Over- 
head expense insurance vs. income insurance; IT-233R: Lease-op- 
tion agreements; sale-leaseback agreements; IT-257R: Canada 
Council grants; IT-261R: Prepayment of rents; IT-314: Income of 
dealers in oil and gas leases; IT-359R2: Premiums and other 
amounts re leases; IT-373R: Farm woodlots and tree farms; IT-425: 
Miscellaneous farm income; IT-434R: Rental of real property by in- 
dividual; IT-454: Business transactions prior to incorporation; IT- 
459: Adventure or concern in the nature of trade; IT-493: Agency 
cooperative corporations. See also list at end of s. 9 and annotation 
to 18(1)(a). 


S. 9(1) 


Information Circulars: 77-11: Sales tax reassessments — deduct- 
ibility in computing income. 

1.T. Technical News: No. | (sales commission expenses of mu- 
tual-fund limited partnerships); No. 5 (lease agreements); No. 8 
(proceeds of sale of a condominium — first closing date or second 
closing date; treatment of United States unitary state taxes). 


Advance Tax Rulings: ATR-4: Exchange of interest rates; ATR- 
15: Employee stock option plan; ATR-20: Redemption premium on 
debentures; ATR-23: Private health services plan; ATR-45: Share 
appreciation rights plan; ATR-50: Structured settlement; ATR-62: 
Mutual fund distribution limited partnership — amortization of sell- 
ing commissions. 


Forms: 1776: Statement of real estate rentals; T2032: Statement of 
professional activities; T2042: Statement of farming income and ex- 
penses; T2121: Fishing income and expense statement; T2124: 
Statement of business activities; T2130: Reconciliation of net in- 
come per financial statements with net income for tax purposes. 


(2) Loss — Subject to section 31, a taxpayer’s loss 
for a taxation year from a business or property is the 
amount of the taxpayer’s loss, if any, for the taxation 
year from that source computed by applying the pro- 
visions of this Act respecting computation of income 
from that source with such modifications as the cir- 
cumstances require. 


Related Provisions: 18 — Limitations on various deductions; 
18.1 — Limitation on deduction for matchable expenditure; 
96(8)(b), (c) — Business loss of partnership that previously had 
only non-resident partners; 103(2) — Meaning of “losses” in sub- 
sec. 103(1); 111(1)(a) — Carryover of loss to prior or later year; 
111(8) — “non-capital loss”; 112(4)-(4.3) — Loss on share held as 
inventory. 


Selected Cases [subsec. 9(2)]: Tonn et al. v. Canada, [1996] 2 
C.T.C. 205 (FCA) (Objective test in Moldowan is to prevent inap- 
propriate reductions in tax, not to second-guess business 
judgments). 


Interpretation Bulletins: IT-328R3: Losses on shares on which 
dividends have been received. See also list at end of s. 9. 


Advance Tax Rulings: See under 9(1). 


(3) Gains and losses not included — In this 
Act, “income from a property” does not include any 
capital gain from the disposition of that property and 
“loss from a property” does not include any capital 
loss from the disposition of that property. 


Pre-RSC History: Subsec. 9(3) substituted by 1986, c. 6, s. 4, 
applicable to 1986 et seg. Subsec. 9(3) formerly read: 


(3) Gains and losses not included — In this Act, “income 
from a property” does not include any amount that is; or that 
would but for subparagraph 39(1)(a)(v) be, a capital gain 
from the disposition of that property or any amount that is a 
capital gain (within the meaning assigned by paragraph 
47.1(1)(b)) from an indexed security investment plan and 
“loss from a property” does not include any amount that is, or 
that would but for subparagraph 39(1)(a)(v) be, a capital loss 
from the disposition of that property or any amount that is a 
capital loss (within the meaning assigned by paragraph 
47.1(1)(c)) from an indexed security investment plan. 


Subsec. 9(3) substituted by 1984, c. 1, s. 4, applicable to taxation 
years ending after September 30, 1983. Subsec. 9(3) formerly read: 


(3) Gains and losses not included — In this Act, “income ~ 
from a property” does not include any capital gain from the 
disposition of that property and “loss from a property” does 
not include any capital loss from the disposition of that 
property. 
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Selected Cases [subsec. 9(3)]: Arnold v. The Queen, [1983] 
C.T.C. 405 (FCTD) (Proceeds from sale of rights to cut timber were 
income). 


Selected Cases [s. 9]: Friesen (J.) v. Canada, [1995] 2 C.T.C. 
369 (SCC) (Profit to be determined according to principles of com- 
mercial or accounting practice unless inconsistent with specific pro- 
visions of Act); Canderel Ltd. v. Canada, [1995] 2 C.T.C. 22 (FCA) 
(Matching principle of accounting has status of legal principle); 
Millford Development Ltd. v. MNR, [1993] 1 C.T.C, 169 (FCTD) 
(Discount on sale of mortgage deductible where mortgage taken 
back on earlier sale of land on income account); Fleur de Lys Ware- 
housing Ltd. v. MNR, [1992] 2 C.T.C. 2158 (TCC) (Refund of mu- 
nicipal taxes incorrectly paid and deducted in previous year in- 
cluded in year amount of refund ascertained by court, despite 
subsequent appeal); Johnson & Johnson Inc. v. Canada, (Dec. 13, 
1993) Doc. A-1074-92 (FCA) (Refund of federal sales tax improp- 
erly paid and deducted in prior year was not income when the right 
to it crystallized or when received but deduction in prior-year should 
have been disallowed by reassessment if year was not statute 
barred); Westar Mining Ltd. v. Canada, [1992] 2 C.T.C. 11 (FCA) 
(Business interruption insurance proceeds were income from busi- 
ness of operating a mine). 


Definitions [s. 9]: “amount”, “business” — 248(1); “capital 
gain” — 39(1)(a), 248(1); “capital loss” — 39(1)(b), 248(1); “prop- 
erty” — 248(1); “taxation year” — 11(2), 249; “taxpayer” — 
248(1). 


Interpretation Bulletins [s. 9]: IT-99R4: Legal and accounting 
fees; IT-102R2: Conversion of property, other than real property, 
from or to inventory; IT-182: Compensation for loss of business in- 
come, or of property used in a business; IT-189R2: Corporations 
used by practising members of professions; IT-216: Corporation 
holding property as agent for shareholder; IT-218R: Profit, capital 
gains and losses from the sale of real estate, including farmland and 
inherited land and conversion of real estate from capital property to 
inventory and vice versa; IT-273R: Government assistance — gen- 
eral comments; IT-293R: Debtor’s gain on settlement of debt; IT- 
297R2: Gifts in kind to charity and others; IT-346R: Commodity 
futures and certain commodities; IT-403R: Options on real estate: 
IT-404R: Payments to lottery ticket vendors; IT-417R2: Prepaid ex- 
penses and deferred charges; IT-423: Sale of sand, gravel or topsoil; 
IT-446R: Legacies; IT-461: Forfeited deposits; IT-479R: Transac- 
tions in securities; IT-490: Barter transactions; IT-504R2: Visual 
artists and writers. 


10. (1) Valuation of inventory — For the purpose 
of computing income from a business, inventory 
shall be valued at its cost to the taxpayer or its fair — 
market value, whichever is lower, or in such other 
manner as may be permitted by regulation. 


Subdiv. b — Business or Property 


Related Provisions: 10(1.01) — Adventure in the nature of 
trade — no writedown until sale; 10(1.1) — Certain expenses in- 
cluded in cost; 10(2) — Valuation of inventory property; 28(1.1), 
(1.2) — Inventory of farming or fishing. business; 87(2)(b) — 
Amalgamations — inventory; 96(8)(b) — Cost of inventory. of part- 
nership that previously had only non-resident partners; 112(4.1) — 
Fair market value of share held as inventory; 142.5(1) — Mark-to- 
market rules for.securities held by financial institutions. 


Selected Cases [subsec. 10(1)]: Consoltex Inc. v. Canada, 
[1996] 1 C.T.C. 2752 (TCC) (Change of inventory valuation 
method and reversal following utilization of losses distorted income 
by anticipating profits); Friesen (J.) v. Canada, [1993] 2 C.T.C. 113 
(FCA), reconsideration refused (Sept. 9, 1993), Doc. A-449-92 
(FCA), rev’d [1995] 2 C.T.C. 369 (SCC) (Inventory valuation 
method applies to asset of adventure in nature of trade); West Hill 
Redevelopment Co. v. MNR, [1991].2 C.T.C. 83 (FCTD) (Plaintiff 
who sold condominiums and took back mortgages at below-market 
interest rates in business of selling condominiums, not trading in 
mortgages; mortgages not inventory); Van Dongen v. Canada, 
[1991] 1 C.T.C. 86 (FCTD) (Real property received in lieu of re- 
payment of loan not inventory where no intention to resell); Cyprus 
Anvil Mining Corp. v. Canada, [1990] 1 C.T.C. 153 (FCA); leave to 
appeal to SCC refused (sub nom.Cyprus Anvil Mining Corp. v. 
MNR) (1990), 115. NR 320\(note) (Changing valuation method dur- 
ing tax. exempt, period unacceptable departure from consistency 
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principle); The Queen v. Boehringer Ingelheim (Canada) Ltd. , 
[1987] 2 C.T.C. 245 (FCA) (Goods purchased January 1 considered: 
opening inventory where no closing inventory previous year); Ru-> 
dolph Furniture Ltd. v. The Queen, [1982] C.T.C. 211 (FCTD) 
(Crown’s valuation prevailed where consistent method not used by 
taxpayer); The Queen v. Jawl Industries Ltd., [1974] C.T.C. 147 
(FCTD) (Loss on value of inventory purchased in 1969 not deducti- 
ble that year where delivery taken and fixed price paid in 1970); 
Handy & Harman of. Canada Ltd. vy. MNR, [1973] C.T.C..507. 
(FCTD) (Lowest cost per ounce rejected in favour of average cost 
per ounce). Eagles 


Regulations: 1102(1)(b) (no ciel cost alleswinige ‘bor property 
described in inventory); 1801 (inventory generally may be valued at 
fair market value); 1802 (valuation of animals). 


Interpretation Bulletins: IT-51R2: Supplies on hand at end of a 
fiscal period; IT-102R2: Conversion of property, other than real 
property, from or to inventory; IT-142R3: Settlement of debts on 
the winding-up of a corporation; IT-153R3: Land developers — 
subdivision and development costs and carrying charges on land; 
IT-165R: Returnable containers; IT-328R3: Losses.on, shares. on: 


_ which dividends have been received; IT- S04R2: Visual artists and 


writers. See also list at end of s. 10. 


S. 10 


These amendments respond to the decision of the Supreme 
of Canada in dake —— v. He Majest the 


(1.1) Certain expenses included in cost — For 
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the purpose of subsection (1), the cost to a particular 
taxpayer of land that is described in the inventory of 
a business carried on by the taxpayer shall include 
each amount described in paragraph 18(2)(a) or (b) 
in respect of that land for which no deduction is per- 
mitted to the taxpayer or to another person in respect 
of whom the taxpayer was a person, corporation or 
partnership described in subparagraph (b)(i), (ii) or 
(iii) of the definition “interest on debt relating to the 
acquisition of land” in subsection 18(3), where that 
amount was not included in or added to the cost to 
that other person of any property otherwise than be- 
cause of paragraph 2b 3) or subparagraph 


53(1)()(xi). 


History: Subsec. 10(1.1) substituted by 1994, c. 7, Sch. I (1991, c. 
49), subsec. .6(1), applicable, to 1988 et seq. Subsec. 10(1.1), for- 
merly read: 


(1.1) Non-deductible expenses — For the purposes of sub- 
Section (1), the cost to a particular taxpayer of land that is 
included in the inventory of a business carried on by the tax- 
“payer shall include all amounts described in paragraph 
18(2)(a) or'(b) in respect of that land for which no deduction 
is permitted to the taxpayer or, by reason of subsection 18(3), 
to another taxpayer in respect of whom the particular tax- 
payer was a person, corporation or partnership described in 
subparagraph (b)(i), (ii) or (iii) of thé definition “interest on 
debt relating to the acquisition of land” in subsection 18(3), 


Subdiv. b — Business or Property S.. 10(5)(a) 


where the amounts were not included in the cost to that other 
taxpayer of property. 
Pre-RSC History: Subsec. 10(1.1) added by 1988, .c. Ss ae 
applicable to 1988 et seq. 


Interpretation Bulletins: ‘IT-153R3: Land pe a — subdivi- 
sion and development costs and carrying charges on land. See also 
list at end of s. 10. 


Pre-RSC History [former subsec. 10(1. 1)]: Former subsec. 
10(1.1) repealed by 1979, c. 5, s. 2, applicable with respect to ex- 
penses incurred after November 16, 1978. Subsec. igs 1) formerly 
read: 


(1.1) Certain non-deductible expenses included in cost : 
of inventory — For the purposes of subsection (1), the cost 
to the taxpayer of land that is described in the. inventory of a 
business carried on by him shall include any amount, de- 
scribed in paragraph 18(2)(a) or (b) in réspect of that land for 
which no deduction is permitted to him. — 


Subsec. 10(1.1) added by 1974-76, c. 26, s. 3, applicable to amounts 
paid or payable after May 6, 1974. 


(2) Continuation of valuation — Notwithstand- 
ing subsection (1), for the purpose. of computing in- 
come for a taxation year from a business, the inven- 
tory at the commencement of the year shall be 
valued at the same amount as the amount at which it 
was valued at the end of the preceding taxation year 
for the purpose of computing income for that preced- 
ing year. 

Related Provisions: 10(2.1) — Methods of valuation to be the 
same from year to year. 


Interpretation Bulletins: Sce list at end of s. 10. 


(2.1) Methods of valuation to be same — 
Where property described in the inventory of a busi- 
ness of a taxpayer at the end of a taxation year is 
valued in accordance with a method provided for 
under this section, that method shall, subject to sub- 
section (6), be used in the valuation of property de- 
scribed in the inventory of that business at the end of 
the following taxation year for the purpose of com- 
puting the taxpayer’s income from that business un- 
less the taxpayer, with the concurrence of the Minis- 
ter and on such terms and conditions as are specified 
by the Minister, adopts another method provided for 
under this section. 
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History: Subsec. 10(2.1) added by 1994, « Cy x Sch, TL (1991, c. 49), 
subsec. 6(2), applicable with He Deee to computations: of income for 
1990 et seq. 


(3) Incorrect valuation — “Ethene the ‘eat of 
a business at the commencement of a taxation year 
has, according to the method adopted by the tax- 
payer for computing income from the business for 
that year, not been valued as required by; subsection 


_ (1), the inventory at the commencement of that. year 
shall, if the Minister so directs, be deemed to have 


been valued as required by that subsection. 
Interpretation Bulletins: See list at end of s.010: 


(4) Fair market value — For the purpose of sub- 
section (1), the fair market value of property (other 
than property that is obsolete, damaged ‘or defective 
or that is held for sale or lease or for the purpose of 
being processed, fabricated, manufactured, incorpo- 
rated into, attached to, or otherwise converted into 
property for sale or lease) that i is 


(a) work in progress at the end of a taxation year 
of a business that is a profession.means .the 
amount that can reasonably be, expected to be- 
come receivable in respect thereof after the end 
of the year; and 


(b) advertising or packaging Rested: parts, sup- 
plies or other property (other than. work in pro- 
gress of a business that is a profession) that is in- 
cluded in Say EObY means the rep eaeae a cost 
of the property. 
Related Provisions: 10(5) — Property deemed to: be inventory; 
34 — Election to exclude, work in progress from. professional 
income. ee 
Pre-RSC History: Subsec. 10(4) substituted by 1980-81-82-83, c. 
140, subsec. 3th); applicable to 1983 et seg. Subsec. 10(4) formerly 
read: 
(4) Replacement cost — For the purpose of subsection ( 1), 
the fair market value of property (other than property that is 
obsolete, damaged or defective or that is held for sale or lease 
' or for the purpose of being processed, fabricated, manufac- 
tured, incorporated into, attached to, or otherwise converted 
into property for sale or lease) that is advertising or packag- 
ing material, parts, supplies or other property described in an 
inventory means the replacement cost of the property. 
Subsec. 10(4) added by, 1980-81-82-83, c. 48, s. 3, applicable. with 
respect to property acquired after December 11, 1979. 
Interpretation Bulletins: IT-51R2: Supplies on hand at énd of 
fiscal period. See also list at‘end of’s: 10. 


(5) Inventory — Without restricting the generality 
of this section, 
(a) property (other than capital property), of a tax- 


payer that is advertising or packaging material, 
parts or supplies or work in progress of a busi- 


S. 10(5)(a) 


ness that is a profession is, for greater certainty, 
inventory of the taxpayer; 
Selected Cases [para. 10(5)(a)]: Stearns Catalytic Ltd. v. Can- 
ada, [1990] 1 C.T.C. 398 (FCTD) (Spare parts capable of causing 
lengthy termination of production if damaged are “major parts” of 
capital property, not inventory). 
(b) anything used primarily for the purpose of ad- 
vertising or packaging property that is included in 
the inventory of a taxpayer shall be deemed not 
to be property held for sale or lease or for any of 
the purposes referred to in subsection (4); and 


(c) property of a taxpayer, the cost of which to 
the taxpayer was deductible by virtue of para- 
graph 20(1)(mm), is, for greater certainty, inven- 


tory of the taxpayer having a cost to the taxpayer, 
except for the purposes of that paragraph, of nil. 


Related Provisions: 10(4) — Fair -market value of work in pro- 
gress, advertising or packaging materials, parts and supplies; 34 — 
Election to exclude work in progress from professional income. 
Pre-RSC History: Para. 10(5)(c) added by 1984, c..45, s. 4, 
applicable to 1984 et seq. 
Para. 10(5)(a) substituted by 1980-81-82-83, c. 140, subsec. 3(2), 
applicable to 1983 et seq. Para. 10(5)(a) formerly read: 
(a) property (other than capital property) of a taxpayer that is 
advertising or packaging material, parts or supplies is, for 
greater certainty, inventory of the taxpayer; and 
Subsec. 10(5) added by 1980-81-82-83, c. 48, s. 3, applicable with 
respect to property acquired after December 11, 1979. 
I.T. Application Rules: 23(3), (4). 


Interpretation Bulletins: IT-51R2: Supplies on hand at end of 
fiscal period; IT-457R: Election by professionals to exclude work 1 in 
progress from income. See also list at end of s. 10. 


(6) Artistic endeavour — Notwithstanding sub- 
section (1), for the purpose of computing the income 
of an individual other than a trust for a taxation year 
from a business that is the individual’s artistic en- 
deavour, the value of the inventory of the business 
for that year shall, if the individual so elects in the 
individual’s return of income under this Part for the 
year, be deemed to be nil. 


Related Provisions: 10(7) — Effect of election; 10(8) — Artistic 
endeavour. 


Pre-RSC History: Subsec. 10(6) added by 1986, c. 6, s. 5, appli- 
cable with respect to taxation years ending after 1984. 
Interpretation. Bulletins: IT-212R3: Income of deceased per- 


sons — rights or things; IT-504R2: Visual artists and writers, See 
also list at end of s. 10. eile 


Pre-RSC History [former subsec. 10(6)]: Former subsec. 
10(6) repealed by 1985, c. 45, s. 4, applicable to 1984 et Hed Sub- 
sec. 10(6) formerly read: 


(6) Work:in progress — For the purpose of computing the 
income of a taxpayer from a business that is a profession; the 
amount of the cost of his work in progress, and the amount of 
the fair market value thereof shall be deemed to be 


(a) at the end of his 1982 taxation year, nil, and 


(b) at the end of his 1983 taxation year, ' of the amount 
thereof determined without reference to this paragraph, 


if an election under paragraph 34(1)(d) is applicable in re- 
spect of the business. for his 1982 taxation year. 


Subsec. 10(6) added by 1980-81-82-83, c. 140, subsec. 3(3). 
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(7) Value in later years — Where an individual 
has made an election pursuant to subsection (6) for a 
taxation year, the value of the inventory of a“busi- 
ness that is the individual’s artistic endeavour shall, 
for each subsequent taxation year, be deemed to be 
nil unless the individual, with the concurrence of the 
Minister and on such terms and conditions as are 
specified by the Minister, revokes the election. 


Pre-RSC History: Subsec. 10(7) added by 1986, c, 6, s. 5, appli- 
cable with respect to taxation years ending after 1984. 


Interpretation Bulletins: IT-504R2: Visual artists and writers. 
See also list at end of s. 10. 


(8) Definition, of “business that is an 
individual’s artistic endeavour” — For the pur- 
pose of this section, “business that is an individual’s 
artistic endeavour’ means the business. of creating 
paintings, prints, etchings, drawings, sculptures .or 
similar works of art, where such works of art are cre- 
ated by the individual, but does not include a busi- 
ness of reproducing works of art. 


Pre-RSC History: Subsec. 10(8) added by 1986, c. 6, s. 5, appli- 
cable with respect to taxation years ending after 1984. 


Interpretation Bulletins [subsec. 10(8)]: IT- 504R2; Visual art- 
ists and writers. See also list at end of s. 10. 


Subdiv. b — Business or Property 


Definitions [s. 10]: “amount” — 248(1); “artistic endeavour” — 
10(8); “business” — 248(1); “capital property” — 54, 248(1); “cor- 
poration” —.248(1), Interpretation Act .35(1); “cost” — 10(9); “fair 


market value” — 10(4); “filing-due date” — 248(1); “fiscal pe- 
riod” — 249.1; “individual” — 248(1); “inventory” — 10(5), 
248(1); “Minister” — 248(1); “person”, “prescribed”, “property”, 
“regulation” — 248(1);° “taxation: year” —11(2), 249; “tax- 
payer” — 248(1); “trust” — 104(1), 248(1), (). 


Selected Cases [s. 10]: Consoltex Inc. v. Canada, [1996] 1 
C.T.C. 2752 (TCC) (Change of inventory valuation method and re- 
versal following utilization of losses distorted income by anticipat- 
ing profits). 


Interpretation Bulletins [s. 10]: IT-98R2: Investment corpora- 
tions; IT-189R2: Corporations used by practising members of pro- 
fessions; IT-283R2: CCA — video tapes, videotape cassettes, films, 
computer software and master recording tapes; IT-345R: Special re- 
serve — loans secured by mortgages; IT-452: Utility service 
connections. 


11. (1) Proprietor of business — Subject to sec- 
tions 34.1 and 34.2, where:an individual is a proprie- 
tor of a business, the individual’s income from the 
business for a taxation year is deemed to be the indi- 
vidual’s income from the business for the fiscal peri- 
ods. of the business that end in the year. 


- History: Subsec. 11(1) amended by 1996, c. 21, s. 3, applicable to 
1995 et seg. The subsec. formerly read: 


(1) Proprietor of business — Where an individual is a pro- 
prietor of a business, the individual’s income from the busi- 
ness for a taxation year shall be deemed to be the individual’s 
income from the business for the fiscal period or periods end- 
ing in the year. 
Selected Cases [subsec. 11(1)]: Northern Sales (1963) Ltd. v. 
MNR, [1973] C.T.C. 239 (FCTD) (Independent companies held to 


be partners where profits and losses divided pursuant to marketing 
agreement). 


(2) Reference to “taxation year” — Where an | 


individual’s income for a taxation year includes in- 
come from a business the fiscal period of which does 
not coincide with the calendar. year, unless the con- 
text otherwise requires, a reference in this subdivi- 
sion or section 80.3 to a “taxation year” or “year” 
shall, in respect of the business, be read as a refer- 
ence to a fiscal period of the business’ ending in the 
year. / 


History: Subsec. 11(2) substituted by 1994, c. 21, s. 5, applicable 
to 1988 et seg. That subsec. formerly read: 


(2) Reference to “taxation year’ or “year’ — Where an in- 
dividual’s income for a taxation year includes income from a 
business the fiscal period of which does not coincide with the 
calendar year, unless the context otherwise requires, a refer- 
ence in this Division to a “taxation year” or “year” shall, in 
respect of the business, be read as a reference to a fiscal pe- 
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riod of the business ending in the year. 

Pre-RSC History: Subsec. 11(2) amended by 1990, c. 39, s. 3, to 
substitute “otherwise requires, a reference in this Division” for “oth- 
erwise requires a reference in this subdivision”, applicable to 1988 
et seq. 
Selected Cases [subsec: 11(2)]:Bishay v. MNR, [1996] 1 
C.T:C, 2286, (FCTD) (Unilateral change, of year-end by taxpayer 
prohibited). 

Related Provisions [s. 11]: 14(4).-> Eligible capital property 
rules — references to “taxation year” or feat 20(16.2) — Termi- 
nal loss rules — reference to ‘ ‘taxation year” and “year”; 34.1 — 
Additional income adjustment where fiscal year is not calendar 
year; 34.2 — Reserve for 1995 stub-period income; 96(1)(f) — In- 
come inclusion from partnership in taxation year in which partner- 
ship’s year ends; 25(1) — Fiscal period for individual proprietor of 
business disposed of; 249(2)(b) — Where end of fiscal period.coin- 
cides with end of taxation year. : 
Definitions [s.. 11]: “business”, “fiscal vero — 248(1), 249. i; 

“individual” — 248(1); “taxation year” — 249. 
Regulations [s. 11]: 1104(1) (taxation year of individual for 
capital cost allowance purposes). 
Interpretation Bulletins [s. 11]: IT-151R4: Scientific research 
and experimental development expenditures; IT-184R: Deferred 
cash purchase tickets issued by Canadian Wheat Board. 


Inclusions 


12. (1) Income inclusions — There shall be in- 
cluded in computing the income of a taxpayer for a 
taxation year as income from a business or property 
such of the following amounts as are applicable: 


(a) services, etc., to be rendered — any 
amount received by the taxpayer in the year in 
the course of a business 


(i) that is on account. of services not rendered 
or goods not delivered before the end of the 
year or that, for any other reason, may be re- 
garded as not having been earned in the year 
or a previous year, or 


(ii) under an arrangement or understanding 
that it is repayable in whole or in part on the 
return or resale to the taxpayer of articles\in or 
by means of which goods were delivered to a 
customer; 


Related Provisions: 12(2) — Rule is for greater certainty only; 
20(1)(m) — Deductions — reserve for goods and services; 
20(1)(m.1) — Deductions — manufacturer’s warranty reserve; 
20(1)(m.2) — Deductions — repayment of amount previously in- 
cluded in income; 20(24) — Amounts paid for undertaking future 
obligations; 68 — Allocation of amounts paid for combination of 
services and property. — 


Selected Cases [para. 12(1)(a)]: Foothills Pipe Lines (Yukon) 
Ltd. v. The Queen, [1990] 2 C.T.C. 448 (FCA); leave to appeal to 
SCC refused (sub nom. Foothills Pipe Lines (South Yukon) Ltd. v. 
MNR (1991), 134 NR 238 (note) (Special charges made by taxpayer 
responsible for pipeline construction to shippers, to be refunded 
upon completion of the project, were liabilities not income); Bur- 
rard Yarrows Corp. v. The Queen, [1986] 2 C.T.C. 313, (FCTD); 
rev'd in part [1988] 2 C.T.C. 90 (FCA) (Progress payments received 
were “earned” amounts; reserve not permitted); Anderson v. MNR, 
[1972] C.T.C. 2318 (TRB) (Advance payment pursuant to Prairie 
Grain Advance Payments Act. was income, not interest-free loan). 


Interpretation Bulletins: IT-154R: Special reserves; IT-165R: 


S. 12(1)(a) 


Returnable containers; IT-246: Funeral directors — prepaid funeral 
costs; IT-321R: Insurance agents and brokers — unearned commis- 
sions; IT-457R: Election by professionals to. exclude work in pro- 
gress from income. 


Forms: T2124: Statement of business activities. 


(b) amounts receivable — any amount receiv- 
able by the taxpayer in respect of property sold or 
services rendered in the course of a business in 
the year, notwithstanding that the amount or any 
part thereof is not due until a subsequent year, 
unless the method adopted by the taxpayer for 
computing income from the business and ac- 
cepted for the purpose of this Part does not re- 
quire the taxpayer to include any amount receiva- 
ble in computing the taxpayer’s income for a 
taxation year unless it has been received in the 
year, and for the purposes of this paragraph, an 
amount shall be deemed to have become receiva- 
ble in respect of services rendered in the course 
of a business on the day that is the earlier of 


(i) the day on which the account in respect of 
the services was rendered, and 


(11) the day on which the account in respect of 
those services would have been rendered had 
there been no undue delay in rendering the ac- 
count in respect of the ‘services; 


Related Provisions: 12(2) — Rule is for greater certainty only; 
34 — Professional business; 68 — Allocation ‘of amounts in consid- 
eration for disposition of property; 78 —- Unpaid amounts; 
138(11.5)(k) — Transfer of business by non-resident insurer. 


Pre-RSC History: Para. 12(1)(b) substituted by 1980-81-82-83, c. 
140, subsec. 4(1), applicable to taxation years ending after 1982. 
Para. 12(1)(b) formerly read: 


(b) any amount receivable by the taxpayer in respect of prop- 
erty sold or’services rendered in the course of a business in 
the year; notwithstanding that the amount or any part thereof 
is not due until a subsequent year, unless the method. adopted 
by the taxpayer for computing income from the business and 
accepted for the purpose of this Part does not require him to 
include any amount receivable in computing his income for a 
taxation year unless it has been received in the year; 


Para. 12(1)(b) substituted by 1974-75-76, c. 26, subsec. 4(1), appli- 
cable after November 18, 1974, to substitute “or any part thereof is 
not due” for “may not be receivable”. 


Selected Cases [para. 12(1)(b)]: Stevenson & Hunt Insurance 
Brokers Ltd. v. Canada, [1993] 1.C.T.C. 383 (FCTD) (Contingent 
commissions “earned” or “receivable” by insurance broker income 
when amount ascertained); Maritime Telegraph and Telephone Co: 
v. Canada, [1992] 1 C.T.C. 264 (FCA) (Taxpayer not, permitted to 
change method of reporting income for tax purposes); West Koote- 
nay Power and Light Co. v. Canada, {1992} 1 C.T.C..15. (FCA) (In 
calculating income for tax purposes, taxpayer may use different 
method from that used for accounting purposes); West Hill Redeyel- 
opment Co. v. MNR, [1991] 2 C.T.C. 83 (FCTD) (Taxpayer who 
sold condominiums and took back mortgages at below-market inter- 
est rates must include full price expressed in sale, not price reduced 
by difference between face value of mortgage and lesser market 
value); Dominion Construction Co. (Niagara) Ltd. v. MNR, [1974] 
C.T.C. 2006 (TRB) (Holdback taxable in year receivable). 


Interpretation Bulletins: IT-129R: Lawyers’ trust accounts and 
disbursements; IT-170R: Sale of property — when included in in- 
come computation. 


(c) interest — any amount received or receiva- 
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ble by the taxpayer in the year (depending on the 
method regularly followed by the taxpayer in 

computing the taxpayer’s profit) as, on account or 
in lieu of payment of, or in satisfaction of, inter- 
est to the extent that the interest was not included 
in computing the taxpayer’s income for a preced- 
ing taxation year; 


Related Provisions: 12(3) — Accrued interest taxable to corpo- 
ration, partnership and certain trusts; 12(4) — Annual accrual of in- 
terest even if unpaid; 12(9.1) — Exception for certain interests in 
prescribed debt obligations; 12.1 — Cash bonus on Canada Savings 
Bonds; 16 — Income and capital combined; 16(6)— Indexed debt 
obligations — amount deemed received as interest; 17 — Interest 
deemed received on loan to non-resident person; 18(9.1) — Penal- 
ties, bonuses and rate reduction payments; 20(14) — Accrued bond 
interest; 20(14.1) — Interest on debt obligation; 81(1)(m) — Inter- 
est on certain obligations exempt; 137(4.1) — Interest deemed re- 
ceived on certain reductions of capital by. credit union; 142.5(3)(a), 
(b) — Mark-to-market debt obligation; 218 — Loan to wholly- 
owned subsidiary; 258(3) — Deemed interest on preferred share; 
258(5) — Deemed interest on certain shares; Canada-U.S. tax 
treaty, Art. XI — Taxation of interest. 


Pre-RSC History: Para, 12(1)(c) substituted by 1980-81-82-83, c. 
140, subsec. 4(1), applicable to 1982 et seg. Para. 12(1)(c) formerly 
read: 


(c) any amount received by the taxpayer in the year or receiv- 
able by him in the year (depending upon the method regularly 
followed by the taxpayer in computing his profit) as, on ac- 
count or in lieu of payment of, or in satisfaction of, interest; 


Selected Cases [para. 12(1)(c)]: Shaw (J.M.) v. MNR, [1993] 1 
C.T.C.:221 (FCA), leave to appeal to SCC refused (1993), 158 NR 
399 (note) (Amount paid-as “interest” on additional compensation 
awarded for expropriation was interest income, not proceeds of dis- 
position); Praxair Canada Inc. v. MNR, [1993] 1 C.T.C. 130 
(FCTD) (Creditor accepting shares of debtor in satisfaction of un- 
paid interest received “amount” equal to market value of shares, not 
par value); Fisher, E.R., Ltd. v. The Queen, [1986] 2 C.T.C. 114 
(FCTD) (Interest penalty paid on expropriation was added to pro- 
ceeds of disposition, and was not a windfall); Miller v. The Queen, 
[1985] 2 C.T.C. 139 (FCTD) (Interest on retroactive salary increase 
not employment income); Freeway Properties Inc. vy. The Queen, 
[1985] 1 C.T.C. 222 (FCTD) (Prepaid interest on mortgage included 
in year received); Perini Estate v. The Queen, [1982] C.T.C. 74 
(FCA) (Interest on proceeds of disposition, determined retroactively 
and paid at later date, taxable); The Queen v. Henuset Bros. Ltd. 
(No. 2), [1977] C:T.C. 228 (FCTD) (Prepaid interest was income, 
not down payment). 


Regulations: 201(1)(b) (information return). 


Interpretation Bulletins: IT-265R3: Payments of income and 
capital combined; IT-396R: Interest income. 


Advance Tax Rulings: ATR-61: Interest accrual rules. 


Forms: TS Segment; TS Summary: Return of investment income; 
T5 Supplementary: Statement of investment income. 


_(d) reserve for doubtful debts — any amount 
deducted under paragraph 20(1)(1) as a reserve in 
computing the taxpayer’s income for the immedi- 
ately preceding taxation year; 


Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 88(1)(g) — Winding-up of subsidiary insurance corpora- 
tions; 138(11.5)(k) — Transfer of business by non-resident insurer; 
138(11.91)(d) — Computation of income for non-resident insurer; 
142.3(1)(c) — Amount deductible in respect of specified debt obli- 
gation; Reg. 2405(3)“gross Canadian life investment income’’(d) — 


Subdiv. b — Business or Property 


Inclusion in life insurer’s income. 


Pre-RSC History: Para. 12(1)(d) substituted by 1988, c. 55, sub- 
sec. 4(1), applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987. Para. 12(1)(d) formerly 
read: 


(d) any amount deducted as a reserve for doubtful debts in 
computing the taxpayer’s income for the immediately preced- 
ing year; 


Interpretation Bulletins: IT-442R: Bad debts and reserve for 
doubtful debts. 


(d.1) reserve for guarantees, etc. — any 
amount deducted under paragraph 20(1)(1.1): as a 
reserve in computing the taxpayer’s income for 
the immediately preceding taxation year; 
Pre-RSC History: Para. 12(1)(d.1) added by 1988, c. 55, subsec. 


4(1), applicable to taxation years and fiscal periods commencing af- 
ter June 17, 1987 that end after 1987. 


(e) reserves for certain goods and 
services, etc. — any amount 


(i) deducted under paragraph 20(1)(m) (in- 
cluding any amount substituted by virtue of 
subsection 20(6) for any amount deducted 
under that paragraph), paragraph 20s 1) 
or subsection 20(7), or 


(ii) deducted under paragraph 20(1)(n), 


in computing the taxpayer’s income from a busi- 
ness for the immediately preceding year; 
Related Provisions: 66.2(2)(b)(ii)(B), 66.4(2)(a)(ii)(B) — De- 
ductions for resource expenses; 87(2.2) — Amalgamation of insur- 
ance corporations; 88(1)(g) — Winding-up of subsidiary insurance 
corporations; 138(11.91)(d) — Computation of income of non-resi- 
dent insurer. 
- Pre-RSC History: Subpara. 12(1)(e)(i) substituted by 1980-81-82- 
83, c. 140, subsec. 4(2), applicable to 1979 et seg. to add a reference 
to “paragraph 20(1)(m.1)”. 
Subpara. 12(1)(e)(@i) substituted by 1973-74, c. 14, s. 2, applicable 
to 1972 et seq. 


Selected Cases [para. 12(1)(e)]: Regina Shoppers Mail Ltd. v. 
Canada, [1991] 1 C.T.C. 297 (FCA) (Taxpayer entitled to file re- 
turn inconsistent with Minister’s assessment for previous year); 
Sears Canada Inc. v. Canada, [1989] 1 C.T.C. 127 (FCA); leave to 
appeal to SCC refused (sub nom. Sears Canada Inc. v. MNR) 
(1989), 100 NR 160 (note) (Reserve improperly deducted neverthe- 
less required to be included in subsequent year). 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-154R: Special reserves. 


(e.1) negative reserves — where the taxpayer 
is an insurer, the amount prescribed in respect of 
the insurer for the year; 
Related Provisions: 20(22) — Deduction in following year; 
87(2.2) — i 
Windup of subsidiary insurance corporation; 138(11.5)G.1) — 
Transfer of business by non-resident insurer; 138(11.91)(d.1)Gi) — 
Computation of income for non-resident insurer. 


History: Para. 12(1)(e.1) added by 1997, c. 25, subsec. 2(1), appli- 
cable to 1996 et seq. 


Regulations: 1400(2) (amount prescribed). 
(f) insurance proceeds expended — such 


part of any amount payable to the taxpayer as 
compensation for damage to, or under a policy of 


S. 120) 


insurance in respect of damage to, property that is 
depreciable property of the taxpayer as has been 
expended by the taxpayer 


(i) within the year, and 
(i1) within a reasonable time after the damage, 
on repairing ‘the damage; 


Related Provisions: 13(21)‘proceeds of disposition”(c) — De- 
preciable property — proceeds of disposition. 


(g) payments based on production or 
use — any amount received by the taxpayer in 
the year that was dependent on the use of or pro- 
duction from property whether or not that amount 
was an instalment of the sale price of the prop- 
erty, except that an instalment of the sale price of 
agricultural land is not de sin by virtue of this 
paragraph; 
Selected Cases [para. 12(1)(g)]: Lackie v. The Queen, [1979] 
C.T.C. 389 (FCA) (Proceeds from sale of gravel, paid in yearly in- 
stalments, was income from property); MNR v. Bartlett, [1972] 
C.T.C. 333 (FCA) (No special prospector treatment for vendor of 


mining rights on terms varying with production); Mel-Bar Ranches 
Ltd. v.. MNR (No. 2), [1989] 1 C.T.C. 360 (FCTD) (Sale of timber 


_ cut to clear land for grazing not income from business). 


Interpretation Bulletins: IT-423: Sale of sand, gravel or topsoil; 
IT-426: Shares sold subject to an earnout agreement; IT-462: Pay- 
ment based on production or use. i 


(h) previous reserve for quadrennial sur- 
vey — any amount deducted as a reserve under 
paragraph 20(1)(0) in computing the taxpayer’s 
income for the immediately preceding year; 


(i) bad debts recovered — any amount, other 
than an amount referred to in paragraph (1.1), re- 
ceived in the year on account of a debt or a loan 
or lending asset in respect of which a deduction 
for bad debts or uncollectable loans or lending as- 
sets had been made in computing the taxpayer's 
income for a preceding taxation year; 
Related Provisions: 12.4 — Bad debt inclusion; 20(1)(p) — Bad 
debts; 22(1) — Sale of accounts receivable; 26(3) — Banks — 
write-offs and “recoveries; 87(2.2) — Amalgamation .of insurance 
corporations; 88(1)(g) — Winding-up of subsidiary insurance cor- 
porations; __111(5.3)— Doubtful debts and bad. debts; 
138(11.5)(k) — Transfer of business by non-resident insurer; 
142.3(1)(c), (g) — Amount deductible in respect of specified debt 
obligation; 142.5(8)(d)(iv) — First deemed disposition of mark-to- 
market debt obligation. 
Pre-RSC History: Para. 12(1)(i) substituted by 1988, c. 55, sub- 
sec. 4(2), applicable after June 17, 1987. Para. 12(1)G) formerly 


S. 12(1)() 


read: 
(i) bad debts recovered — any amount received in the year 
on account of a debt in respect of which a deduction for bad 
debts had been made in computing the taxpayer’s income for 
a previous year; 
Interpretation Bulletins: [T-109R2: Unpaid amounts; IT-220R2: 
CCA — proceeds of disposition of depreciable property; IT-302R3: 
Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987; IT-442R: Bad debts and reserve for doubtful 
debts. 
(i.1) idem — where an amount is received in the 
year on account of a debt in respect of which a 
deduction for bad debts under subsection 20(4.2) 
was made in computing the taxpayer’s income 
for a preceding taxation year, that proportion of 
‘/s of the amount that 


(i) the amount that was deducted under sub- 
section 20(4.2) in respect of that debt 
is of 

(ii) the total of the amount that was so de- 
ducted under subsection 20(4.2) and the 
amount that was deemed to be an allowable 
capital loss under subsection 20(4. 2) in re- 
spect of the debt; 


Related Provisions: BOG ee Bad debt recovery; 89(1)“capital 
dividend account’’(c) — Capital dividend account. i 


Pre-RSC History: Para. 12(1)(i.1) added by 1988, c. 55, subsec. 
4(2), applicable after June ee 1987 except that 


(a) in the case of a corporation, in respect.of an amount re- 
ceived on account of a debt which arose as a result of a disposi- 
tion of property occurring in a taxation year commencing 
before July, 1988, and 


(b) in any other case, in respect of an amount received on ac- 
count of a debt which arose as a result of a disposition of prop- 
erty occurring in a fiscal period commencing before 1988, 


the reference to ““/s” in para. 12(1)(i.1) shall be-read as a reference 
toy ais 


Interpretation Bulletins: IT-442R: Bad debts and reserve for 
doubtful debts. 


(j) dividends from resident corpora- 
tions — any amount required by subdivision h 
to be included in computing the taxpayer’s in- 
come for the year in respect of a dividend paid by 
a corporation resident in Canada on a share of its 
capital stock; 


Related Provisions: 82(1) — Taxable dividends, received; 84, 
84.1(1)(b) — Deemed dividends. ~ 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-269R3: Part IV tax on.taxable divi- 
dends received by a private corporation or a subject corporation. 


Advance Tax Rulings: ATR-15: Employee stock option plan. 


(k) dividends from other corporations — 
any amount required by subdivision i to be in- 
cluded in computing the taxpayer’s income for 
the year in respect of a dividend paid by a corpo- 
ration not resident in Canada on a share. of its 
capital stock or in respect of a share owned by the 
taxpayer of the capital stock of a foreign affiliate 
of the taxpayer; 
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Related Provisions: 90 — Dividends.received from non-resident 
corporation; 258(3)— Deemed _ interest on preferred shares; 
258(5) — Deemed interest on certain shares. are 
Selected Cases [para. 12(1)(k)}: Terrador Investments Ltd. vy. 
Canada, [1995] 2 C.T.C. 2260 (TCC) (Election under subsection 
93(1) did not change character of what was received). 


Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation. 
(1) partnership income — any amount that is, 
by virtue of subdivision j, income of the taxpayer 
for the year from a.business or. property; 
Related Provisions: 96(1)(c)(ii) — Partner taxed on share of 
partnership’s income from business or property. : 
Selected Cases [para. 12(1)(I)]: Cornforth v. The Queen, [1982] 
C.T.C. 45 (FCTD) (All income from business with wife assessed to 
taxpayer where partnership requirements not met). 


Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner. 


Forms: T2032: Statement of professional activities. 


(m). benefits from trusts — any amount re- 
quired by, subdivision k or subsection 132.1(1) to 
be included in computing the taxpayer’s income 
for the year, except 


(i) any amount deemed by that subdivision to 
bea taxable capital gain of the taxpayer, and 


(11) any amount paid or payable to the tax- 
payer out of or under an RCA trust (within the 
meaning assigned by subsection 207.5(1)); 
Related Provisions: 12(1)(n.3). — Retirement. compensation ar- 
rangement — refund of contributions; 56(1)(x), (z) — Retirement 
compensation arrangement; 104(13), (14) — Income from. trusts; 
208 — Tax payable by exempt person. 
History: The opening, words of para. 12(1)(m) substituted-by 1994, 
c. 21, subsec. 6(1), applicable to 1988 et seg. The opening words 
formerly read: 
(m) benefits from trusts — any amount required by subdivi- 
sion k to be included in computing the income of the taxpayer 
for the year, except . 
Pre-RSC History: Para. 12(1)(m) substituted by 1987, c. 46, sub- 
sec. 3(1), applicable after October 8, 1986. Para. 12(1)(m) formerly 
read: 
(m) benefits from estates, etc. — any amount required by 
subdivision k. to, beaincluded in computing the income of the 
taxpayer for the year except any amount deemed by that sub- 
division to be a taxable capital gain of the taxpayer; 


(n) employees profit sharing plan — any 
amount received by the taxpayer in the. year out 
of or under 


(i) an employees profit sharing plan, or 
(ii) an employee trust f 


established for the benefit of employees. of. the 
taxpayer or of a person with whom the taxpayer 
does not deal at arm’s length; 


Related Provisions: 6(1)(a) — Inclusions — value of benefits; 
6(1)(d) — Inclusions — allocations etc. under profit sharing plan; 
6(1)(g) — Inclusions — employee | benefit, plan -. benefits; 
20(1)(w) — Deduction to employer; 32.1 — Employee benefit plan 
deductions; 107.1 — Distribution by employee trust or employee 
benefit plan; 144(1) — “Employees profit sharing: plan” defined; 
144(6), (7) — Beneficiary’s receipts. 


Subdiv. b — Business or Property 


interpretation. Bulletins: IT-502: Employees | benefit plans and 

employee trusts. 
(n.1) employee benefit plan — the amount, if 
any, by which the total of amounts received by 
‘the taxpayer in the year out of or under’ an em- 
ployee benefit plan to which the taxpayer has 
contributed as an employer (other than amounts 
included in the income of the taxpayer by virtue 
of paragraph (m)) exceeds the amount, if any, by 
which the total of all amounts 


(i) so contributed by the taxpayer to the plan, 
or 


(11) included in computing the Meee in- 
come for any preceding taxation year by vir- 
tue of this paragraph 


exceeds the total of all amounts 


(iii) deducted by the taxpayer in respect of the 
taxpayer’s contributions to the plan in com- 
puting the taxpayer’s income for the year or 
any preceding taxation year, or 


(iv) received by the taxpayer out of or under 
the plan in any preceding taxation year (other 
than an amount included in the taxpayer’s in- 
come by virtue of paragraph (m)); 
Related Provisions: 6(1)(a) — Inclusions — value of benefits; 
6(1)(g) — Employee: benefit plan benefits; 6(10) — Contributions 
to an employee benefit plan; 18(1)(0)—— No deduction for em- 
ployee benefit plan contributions; 32.1 — Employee benefit plan 
deductions; 87(2)G.3) — Amalgamation — continuation of corpora- 
tion; 107.1 — Distribution by employee trust: or employee benefit 
plan. 
_Pre-RSC History: Para: 12(1)(n.1) substituted ss 1980-81-82-83, 
- ¢c. 140, subsec. 4(3), applicable to 1980 et seq. 


Paras. 12(1)(n) substituted, (n.1) added by 1980-81-82-83, c. 48, 
subsec.:4(1), applicable in respect of amounts received after 1979. 
Para: 12(1)(n) formerly read: 


(n) any amount received by the taxpayer in the year under an 
-employees profit sharing plan established for the benefit of 
~ employees of the taxpayer or of a corporation with whom the 
taxpayer does not deal at arm’s length; 
Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. 


-(n.2) forfeited salary deferral airiounts a 
where deferred amounts under a salary deferral 
arrangement in respect of another person have 
been deducted under paragraph 20(1)(00) in com- 
puting the taxpayer’s income for preceding taxa- 
tion years, any amount in respect of the deferred 
amounts that was deductible under paragraph 
8(1)(o) in computing the income of the person for 
a taxation year ending in the year; 

Related Provisions: 6(1)(a) — Inclusions — value of benefits; 
6(1)G@) — Salary deferral arrangement payments; 6(11) — Salary 
deferral arrangement; 87(2)§.3) — Amalgamations — continuing 
corporation. 
Pre-RSC History: Para. 12(1)(n.2) added by 1986, c, 55, subsec. 
3(1), applicable to 1986 et seq. 
(n.3) retirement compensation arrange- 
ment —- the total of all amounts received by the 
taxpayer in the year in the course of a business 
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out of or under a retirement compensation ar- 
rangement to which the taxpayer, another person 
who carried on a business that was acquired by 
the taxpayer, or any person with whom the tax- 
payer or that other person does not deal at arm’s 
length, has contributed an amount that was de- 
ductible under paragraph 20(1)(r) in computing 
the contributor’s income for a taxation year; 
Related Provisions: 56(1)(x)-(z) — Employee’s income inclu- 
sion — amounts received from RCA; 87(2)(j.3) — Amalgama- 


tion — continuing corporation; 207.5—207.7 — Tax in respect of re- 
tirement compensation arrangements. 


Pre-RSC History: Para. 12(1)(n.3) added by 1987, c. 46, subsec. 
3(2), applicable after October 8, 1986. | 


Forms: T4A-RCA Supp: Statement of amounts paid. 


(o) royalties, etc. — any amount (other than an 
amount referred to in paragraph 18(1)(m), paid or 
payable by the taxpayer, or a prescribed amount) 
that, because of an obligation imposed by statute 
or a contractual obligation substituted for-an obli- 
gation imposed by statute, became receivable in 
the year by 


(i) Her Majesty in right of Canada or a 
province, 


(ii) an agent of Her Majesty: i in oe of Canada 
or a province, or 


(ii1) a Corporation, commission or association 
that is controlled by Her Majesty in right of 
Canada or a province or by an agent of Her 
Majesty in right of Canada or a province 


as a royalty, tax (other than a tax or portion of a 
tax that can reasonably be considered to’ be a mu- 
nicipal or school tax), lease rental or bonus or as 
an amount, however described, that can reasona- 
bly. be regarded as being in lieu of any such 
amount, or in respect of the late receipt or non- 
receipt of any such amount, and that can reasona- 
bly be regarded as being in relation to 


(iv) the acquisition, development or owner- 
ship of a Canadian resource property of the 
taxpayer in respect of which the obligation 
imposed by statute or the contractual obliga- 
tion, as the case may be, applied, or 


-(v) the production in Canada 


(A) of petroleum, natural gas or related hy- 
drocarbons from a natural accumulation of 
petroleum or natural gas (other than a min- 
eral resource) located in Canada or from 
an oil or gas well located in Canada, 


(B) of sulphur from a natural accumulation 
of petroleum or natural gas located in Can- 
ada, from an oil or gas well located in Can- 
ada or from a mineral resource located in 
Canada, 


(C) to any stage that is not beyond the 
prime metal stage or its equivalent, of 
metal, minerals (other than iron or petro- 


S. 12(1)(0)(v)(C) Income Tax Act, 


leum or related hydrocarbons) or coal from 
a mineral resource located in Canada, 


(D) to any stage that is not beyond the pel- 
let stage or its equivalent, of iron from a 
mineral resource located in Canada, or 


(E) to any stage that is not beyond the 
crude oil stage or its equivalent, of petro- 
leum or related hydrocarbons from tar 
sands from a mineral resource located in 
Canada, 


in respect of which the taxpayer had an inter- 
est to which the obligation imposed by statute 
or the contractual obligation, as the case may 
be, applied; 


Related Provisions: 18(1)(m) — Deductions — limitations — 
royalties; 65 — Allowance for oil or gas well, mine or timber limit; 
66 — Exploration and development expenses of principal-business 
corporations; 69(6), (7) — Unreasonable consideration; 80.2 — Re- 
imbursement by taxpayers; 104(29) — Amounts deemed to be pay- 
able to beneficiaries; 208 — Tax on certain royalties payable by 
tax-exempt person; 219(1)(k) — Reduction in branch tax; Interpre- 
tation Act 8(2.1), (2.2) — Application to exclusive economic zone 
and continental shelf. 


History: The portion of para. 12(1)(o) after subpara. (iii) amended 
by 1997, c. 25, subsec. 2(2), applicable to taxation years that begin 
after 1996. That portion formerly read: 


as a royalty, tax (other than a tax or portion thereof that may 
reasonably be considered to be a municipal or school tax), 
lease rental or bonus or as an amount, however described, 
that may reasonably be regarded as being in lieu of any such 
amount, and that may reasonably be regarded as being in rela- 
tion to 


(iv) the acquisition, development or ownership of a Cana- 
dian resource property, or 


(v) the production in Canada 


(A) of petroleum, natural gas or related hydrocarbons 
from a natural accumulation of petroleum or natural 
gas (other than a mineral resource) or from an.oil or 
gas well, 


(B) to any stage that is not beyond the prime metal 
stage or its equivalent, of metal, minerals (other than 
iron or petroleum or related hydrocarbons) or coal 
from a mineral resource, 


(C) to any stage that is not beyond the pellet stage or 
its equivalent, of iron from a mineral resource, or 


(D) to any stage that is not beyond the crude oil stage 
or its equivalent, of petroleum or related hydrocar- 
bons from tar sands from a mineral resource, 


situated on property in Canada in which the taxpayer had 
an interest with respect to which the obligation imposed 
by statute or the contractual obligation, as the case may 
be, applied; 

Cl. 12(1)(0)(v)(B) substituted by 1994, c. 7, Sch. II (1991, c. 49), 


subsec. 7(1), applicable with respect to amounts that become receiv- 
able after July 13, 1990. That cl: formerly read: 


(B) to any stage that is not beyond the prime metal stage or its 
equivalent, of metal or minerals (other than iron or petroleum 
or related hydrocarbons) from a mineral resource, 


Pre-RSC History: Subpara. 12(1)(0)(iii) amended by 1988, c. 55, 
subsec. 4(3), to substitute “controlled by Her Majesty” for “‘con- 
trolled, directly or indirectly in any manner whatever, by Her Maj- 
esty”, applicable to taxation years commencing after 1988. 
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Cl. 12(1)(0)(v)(A) amended to add “from a natural accumulation of 
petroleum or natural gas (other than a mineral resource) or”, by 
1986, c. 6, subsec. 6(1), applicable with respect to.amounts that be- 
come receivable after March, 1985. 


Subpara. 12(1)(0)(iv) substituted by 1985, c. 45, subsec. 5(1), appli- 
cable to taxation years commencing after 1984. Subpara. (iv) for- 
merly read: 


(iv) the acquisition, development or ownership of a Canadian 
resource property or a property that would have been a Cana- 
dian resource property if it had been acquired after 1971, or 


Subpara. 12(1)(0)(v) substituted to amend that portion ending with 
cl. (B) and to add cls. (C) and (D) by 1985, c. 45, subsec. 5(2), 
applicable with respect to amounts receivable after 1984. Subpara. 
(v).to the end of cl. (B) formerly read: 


(v) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons from 
a mineral resource or an oil or gas well, or 


(B) metal or minerals, to any stage that is not beyond the 
prime metal stage or its equivalent, from a mineral 
resource 


All that portion of subpara. 12(1)(0)(v) following cl. (B) substituted 
by 1984, c. 1, subsec. 5(1), applicable with respect to amounts that 
became receivable after April 19, 1983 in respect of any period after 
that date. That portion formerly read: 


situated on property in Canada in which the taxpayer had an 
interest (including a right to take or remove petroleum, natu- 
ral gas, related hydrocarbons, metal or minerals); 


Subpara. 12(1)(0)(v) substituted by 1980-81-82-83, c. 140, subsec. 
4(4), applicable to amounts receivable after December 31, 1982. 
Subpara. (v) formerly read: : 


(v) the production in Canada of 
(A) petroleum, natural gas or related hydrocarbons, or 


(B) metal or minerals to any stage that is not beyond the 
prime metal stage or its equivalent 


from an oil or gas well or mineral resource situated on prop- 
erty in Canada from which the taxpayer had, at the time of 
such production, a right to take or remove petroleum, natural 
gas or related hydrocarbons or a right to take or remove metal 
or minerals; 


All that portion of para. 12(1)(o) preceding subpara. (i) substituted 
by 1977-78, c. 1, s. 5, applicable in respect of amounts that became 
receivable after May 6, 1974 in respect of the period after that date. 


All that portion of para. 12(1)(o) following subpara. (iii) substituted 
by 1976-77, c. 4, s. 2, applicable with respect to amounts described 
in para. 12(1)(0) that. are receivable, and with respect to the fair 
market value of property referred to therein that is receivable, after 
May 25, 1976. That portion formerly read: 


as a royalty or an equivalent amount, tax (other than a tax or 
portion thereof that may reasonably be considered to be a mu- 
nicipal or school tax levied for the purpose of providing ser- 
vices in the immediate area of the property of the taxpayer), 
rental, bonus, levy or otherwise or as an amount, however de- 
scribed, that may reasonably be regarded as being in lieu of a 
royalty or an equivalent amount, tax, rental, bonus, levy or 
other amount (whether such royalty or equivalent amount, 
tax, rental, bonus, levy or other amount is receivable pursuant 
to any other Act or a contract) that may reasonably be re- 
garded as being in relation to 


(iv) the acquisition, development or ownership by a tax- 
payer of a Canadian resource property or a property that 
would have been a Canadian resource property if it had 
been acquired after 1971, or 


(v) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons, 


Subdiv. b — Business or Property 


or 


(B) metal or industrial minerals to any stage that is 
not beyond the prime metal stage or its equivalent. 


from an oil or gas well or mineral resource situated on 
property in Canada from which the taxpayer had, at the . 
time of such production, a right to take or remove petro- 
leum, natural gas or related hydrocarbons or a right to 
take or remove metal or industrial minerals. 


Para. 12(1)(0) added by 1974-75-76, c. 26, subsec. 4(2), applicable 
in respect of amounts that become receivable and in respect of the 
fair market value of property that becomes receivable, in respect of 
the period, after May 6, 1974, except that in respect of amounts or 
property that becomes receivable in respect of the period from May 
6, 1974 to November 18, 1974 the para. shall be read as follows: 


(0) any amount (other than an amount, referred to in para- 
graph 18(1)(m), paid or payable by the taxpayer) receivable — 
in the year or the fair market value of any property receivable 
(other than an amount or property receivable by Her Majesty 
in right of Canada for the use and benefit of a band or bands ~ 
as. defined in the Indian Act) in the year by 


(1), Her Majesty in right of Canada or a province, 


(11) an agent of Her Majesty in right of Canada or a prov- | 
ince, or 
(iii) a corporation, commission or association that is con- 
trolled, directly or indirectly in any manner whatever, by 
Her Majesty in right of Canada or a province or by an 
agent of Her Majesty in right of Canada or a province 
as a royalty or an equivalent amount, tax, rental, levy or oth- 
erwise or as an amount, however described, that may reasona- 
bly be regarded as being in lieu of a royalty or an equivalent 
amount, tax, rental, levy or other amount (whether such roy- 
_ alty or equivalent amount, tax, rental, levy or other amount is 
receivable pursuant to any other Act or a contract) that may 
- reasonably be regarded as attributable to the production in 
Canada of 
(iv) petroleum, natural gas or related hydrocarbons, or 


(v) metal or industrial minerals to any stage that is not 
beyond the prime metal stage or its equivalent 


from an oil or gas well or mineral resource situated on prop- 
erty in Canada from which the taxpayer had, at the time of 
such production, a right to take or remove petroleum, natural 
gas or related hydrocarbons or a right to take or remove metal 
or industrial minerals. 


Selected Cases [para. 12(1)(0)]: French Shoes Ltd. v. The 
Queen, [1986] 2 C.T.C. 132 (FCTD) (Tenant inducement paid to 
franchise included in income); Midwest Oil Production Ltd. v. The 
Queen, [1983] C.T.C. 338 (FCA) (Royalty was “amount receivable” 
despite interposition. of marketing board). 


Regulations: 1211 (prescribed amount). 


Remission Orders: Syncrude Remission Order, P.C. 1976-1026 
(remission of tax on royalties etc. relating to the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


Information Circulars: 86-3: Alberta Royalty Tax Credit — 
Individuals. 


(p) certain payments to farmers — any 
amount received by the taxpayer in the year as a 
stabilization payment, or as a refund of a levy, 
under the Western Grain Stabilization Act or as a 
payment, or a refund of a premium, in respect of 
the gross revenue insurance program established 
under the Farm Income Protection Act; 


Related Provisions: 20(1)(ff) — Deductions — payments by 
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farmers. 


History: Para. 12(1)(p) substituted by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 3(1), applicable to 1991 et seq. Para. 12(1)(p) for- 
merly read: 


(p) any amount received by the taxpayer as a stabilization 
payment or as a refund of levy under the Western Grain Sta- 
bilization Act; 


Pre-RSC History: Para. 12(1)(p) added by 1974-75-76, c. 87, s. 
47, proclaimed in force from April 1, 1976. 

Regulations: 234-236 (information ‘slips for farm support 
payments). ) 


Remission Orders: Farmers’ Income Taxes Remission Order, 
P.C. 1993-1647 (remission of tax on certain income under 12(1)(p) 
for 1992, where taxpayer repays insurance payments in later year). 


(q) employment tax deduction — any 
amount deducted under subsection 127(13) or 
(14) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, by the tax- 
payer for the year; 

Pre-RSC History: Para. 12(1)(q) substituted by 1979, c. 5, s. 3, 


applicable to taxation years ending after November 16, 1978. Para. 
12(1)(q) formerly read: 


(q) employment tax credit — any amount deducted under 
subsection 127(13) in computing the tax otherwise payable 
by the taxpayer under this Part for the year. 


Para. 12(1)(q) added by 1977-78, c. 4, s. 1. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(r) inventory adjustment — the total of all 
amounts each of which, in respect of a property 
described in the taxpayer’s inventory at the end 
of the year and valued at its cost amount to: the 
taxpayer for the purposes of computing the tax- 
payer’s income for the year, is an allowance in 
respect of depreciation, obsolescence or depletion 
included in that cost amount; 
Related Provisions: 20(1)(ii) — Deductions — inventory adjust- 
ment; 87(2)(j.1) — Amalgamations — inventory adjustment. 
Pre-RSC History: Para. 12(1)(r) added by 1979, ¢. 58.3, applica- 
ble to taxation years ending after November 16, 1978. 
(s) reinsurance commission — the total of 
all amounts each of which is the maximum 
amount that an insurer may claim in the year in 
respect of a reserve for a reinsurance commission 
for a policy as allowed by regulations made under 
paragraph 20(7)(c) in respect of a risk the reinsur- 
ance of which is assumed by the taxpayer; 
Related Provisions: 20(1)(jj) — Reinsurance commission — de- 
duction; 87(2.2)— Amalgamation of insurance corporations; 
88(1)(g) — winding-up of subsidiary insurance corporations; 
138(11.5)(k) — Transfer of business by non-resident insurer. 
Pre-RSC History: Para.-12(1)(s) added by 1980-81-82-83, c. 48, 
subsec. 4(2), applicable to 1980 et seq. 
(t) investment tax credit — the amount de- 
ducted under subsection 127(5) or. (6).in respect 
of a property acquired or an expenditure made in 
a preceding taxation year in computing the tax- 
payer’s tax payable for a preceding taxation year 
to the extent that it was not included in comput- 
ing the taxpayer’s income for a preceding taxa- 
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tion year under this paragraph or is not included 
in an amount determined under paragraph 
13(7.1)(e) or 37(1)(e), subparagraph 53(2)(c)(vi) 
or (h)(ii) or for I in the definition “undepreciated 
capital cost” in subsection 13(21) or L in the defi- 
nition “cumulative Canadian exploration: ex- 
pense” in subsection 66.1(6); 

Related Provisions: 70(1) — Death of a taxpayer; 87(2)(j.6) — 

Amalgamations — continuing corporation; 88(2)(c) — Winding-up 

of a Canadian corporation. 


Pre-RSC History: Para. 12(1)(t) substituted by 1988, c. 55, sub- 
sec. 4(4), applicable to 1988 et seg. Para. 12(1)(t) formerly read: 


(t) investment tax credit — the amount deducted under an 
section 127(5) or (6) in computing the taxpayer’s tax payable 
for the year to the extent that it is not included in an amount 
determined under paragraph 13(7.1)(e), subparagraph 13(21) 
(f)(vii), paragraph 37(1)(e). or subparagraph 53(2)(c)(v1), 
53(2)(h)(41) or 66.1(6)(b)(xi); 
Para. 12(1)(t) amended by 1986, c. 55, subsec. 3(2), to substitute 
“13(7.1)(e), subparagraph 13(21)(f)(vi1), paragraph 37(1)(e) or sub- 
paragraph 53(2)(c)(vi), 53(2)(h)(ii) or 66.1(6)(b)(xi)” for 
“13(7.1)(e) or 37(1)(e) or subparagraph 13(21)(f)(vii), 53(2) (c)(vi) 
or 53(2)(h)(i1)”, applicable after November 30, 1985. 
Para. 12(1)(t) substituted by 1980-81-82-83, c. 140, subsec. 4(5), 
applicable to 1982 et seq., to add “53(2)(c)(vi) or 53(2)(h)(11)”’. 
Para. 12(1)(t) added by 1980-81-82-83, c..48, subsec. 4(2), applica- 
ble to taxation years ending after December 11, 1979. 


Interpretation Bulletins: IT-210R2: Income. of, deceased. per- 
sons — periodic payments and investment tax credit. 


Information Circulars: 78-4R3: Investment tax credit rates. 


(u) home insulation or energy conversion 
grants — the amount of. any grant received by 
the taxpayer in the year under a prescribed pro- 
gram of the Government of Canada relating to 
home insulation or energy conversion in respect 
of a property used by the taxpayer principally for 
the purpose of gaining or producing 1 income from 
a business or property; 
Related Provisions: 13(7.1) — Deemed ‘capital cost of certain 
property; 53(1)(k) — Adjustments to cost base; 56(1)(s) — 
Amounts to be included in income for year — grants. under pre- 
scribed programs. 


Pre-RSC History: Para. 12(1)(u) added by. 1980-81-82-83, c. 48, 
subsec. 4(2), applicable to 1981 et seq. 


Regulations: 224 (information return); 5500, 5501 (prescribed 
program). 


(v) research and development deduc- 
tions — the amount, if any, by which the total of 
amounts determined at the end of the year in re- 
spect of the taxpayer under paragraphs 37(1)(d) 
to (h) exceeds the total of amounts determined at 
the end of the year in respect of the taxpayer 
under paragraphs 37(1)(a) to (c.1); 
Pre-RSC History: Para. 12(1)(v) amended by 1987, c. 46, subsec. 
3(3), to substitute “paragraphs 37(1)(d) to (h)” for “paragraphs 
37(1)(d) to (g)”, applicable to taxation years ending after January 
15, 1987. 


The expression “scientific research and experimental development” 
substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable with respect to taxation years ending after May 23, 1985. 
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Para. 12(1)(v) substituted by 1984, c. 45, subsec. 5(1), to substitute 
“(g)” for “(f)”, applicable to 1984 et seq. 


Para. 12(1)(v) added by 1980-81-82-83, c. 48, subsec. 4(2), applica- 
ble to taxation years ending after January 12, 1981. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


(w) subsec. 80.4(1) benefit — where the tax- 
payer is a corporation that carried on a personal 
services business at any time in the year or a pre- 
ceding taxation year, the amount deemed by sub- 
section 80.4(1) to be a benefit received by it in 
*the year from carrying on a personal services 
business; 
Pre-RSC History: Para. 12(1)(w) substituted by 1984, c. 45, sub- 
sec. 5(2), to substitute “125(7)(d)” for “125(6)(g.1)”, applicable to 
1985 et seq. 


Para. 12(1)(w) added by 1980-81-82-83, c. 140, subsec. 46), appli- 
cable to taxation years commencing after November 12, 1981. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(x) inducement, reimbursement, etc. — any 
amount (other than a prescribed amount) received 
by the taxpayer in the year, in the course of earn- 
ing income from a business or property, from 


(i) a person who pays the amount (in this par- 
agraph referred to as “the payer’) in the 
course of earning income from a‘business or 
property or in order to achieve a benefit or ad- 
vantage for the payer or for persons with 
whom the payer does not deal at arm’s length, 
or 


(11) a government, municipality or other public 
authority 


where the amount can reasonably be considered 
to have been received 


(111) as an inducement, whether as a grant, 
subsidy, forgivable loan, deduction from tax, 
allowance or any other form of inducement, or 


(iv) as a reimbursement, contribution or al-— 
lowance or as assistance, whether as a grant, 
subsidy, forgivable loan, deduction from tax, 
allowance or any other form of assistance, in 
respect of the cost of property or in Hiss of 
an outlay or expense 


to the extent that the amount 


(v) was not otherwise included in computing 
the taxpayer’s income, or deducted in comput- 
ing, for the purposes of this Act, any balance 
of undeducted outlays, expenses or other 
amounts, for the year or a preceding taxation 
year, 


- (vi) except as provided -by REE Se 
127(11.1), (11.5) or (11.6), does not reduce, 
for the purpose of an assessment made or that 
may be made under this Act, the cost or capi- 
tal cost of the property or the amount of the 
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outlay: or expense, as the case may be, 
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(vii) does not reduce, under subsection (2.2) 
or 13(7.4) or paragraph 53(2)(s), the. cost or 
capital cost of the property or the amount of 
the outlay or expense, as the case may be, and 


(viii) may not reasonably be considered to be 
a payment made in respect of the acquisition 
by the payer or the public authority of an in- 
terest in the taxpayer or the taxpayer! s' busi- 
ness or property; 


- Related: Provisions: 12(2.1) — Receipt of inducement, reim- 


bursement, etc.; 12(2.2) — Election to exclude»amount from. in- 
come; 13(7.4)— Deemed capital cost of certain. property; 
20(1)(hh) — Repayments of inducements, etc.; ‘53(2)(k) — Reduc- 
tion in adjusted cost base — assistance; 80(1)“excluded obliga- 
tion”(a)(i) — Debt forgiveness rules do not apply where amount in- 
cluded or would be included under 12(1)(x) in debtor’s income; 
53(2.1) — Election; 80.2— Reimbursement by. taxpayer; 
87(2)G.6) — Amalgamations — continuing ~ corporation; 
125.4(5) — Canadian. film/video credit is deemed to be assistance; 


Meaning of “non-government assistance” for ITC purposes; 


_ 127(18) — Reduction of qualified expenditures for ITC to reflect 


assistance; 248(16)—(18) — Goods and services tax peels tax 
credit and rebate. 


History: Subpara. 12(1)(x)(vi) amended by 1996, CAA S54 sot 
cable to taxation years that begin after 1995. The subpara. formerly 
read: 


(vi) except:as: provided by subsection 127(11.1), does not re- 
duce, for the purposes of this Act, the cost or capital cost of 
the property or the amount of. the outlay or expense, as the 
case may be, 


Pre-RSC History: Subparas. 12C)(@vGv), (vi) amended to substi- 
tute “outlay or expense” for “expense” and (vii) substituted, appli- 
cable with respect to amounts received after January 1990, and sub- 
para. (v) substituted applicable after May 22, 1985, by 1990, ¢, 45, 


_ subsecs. 39(1), (2). Subparas. (v), (vii) formerly read: 


(v) was not otherwise included in computing the taxpayer's 
income for the year or a preceding taxation year, 


(vii) does not reduce, pursuant to subsection 13(7.4) or para- 
graph 53(2)(s), the cost or capital cost of the property, as the 
case may be, or 


Para. 12(1)(x) added by 1986, c. 6, subsec: 6(2), applicable (by sub- 


| sec. 6(6) as amended by 1986, c. 55, s. 79) with respect to amounts 


received.after May 22, 1985 other than amounts received after that 
date pursuant to the terms of an agreement in writing entered into 
before 4:30 p.m. EDST, May 23, 1985 or to the terms of a prospec- 
tus, preliminary prospectus or registration statement filed before 
May 24, 1985 with a public authority in Canada pursuant to and in 


| accordance with the securities legislation of Canada or of any prov- 
| ince and, where required by law, accepted for filing by such 


authority. 


Selected Cases [para. 12(1)(x)]: Supermarché Ste-Croix Inc. v. 
Canada, [1996] 1 C.T.C. 2506 (TCC) (Purchase quotas and first re- 
fusal not “interest” in a business; exception inapplicable. Compare 
Supermarché Dubuc. & .Frére Inc.);\CCLC Technologies Inc. v. 
Canada, [1996] 1 C.T.C. 7 (FCTD) (Payments in ordinary course of 
business are not government “assistance”); RSJ Research Ltd. v. 
Canada, [1993] 2.C.T.C. 2378 (TCC) (Amount received in consid- 
eration of grant of right to portion of taxpayer’s revenues not “non- 
governmental assistance”); Canada v. Westcoast Energy Inc., 
[1992] 1 C.T.C. 261 (FCA) (Damage settlement in negligence ac- 
tion not a “reimbursement” within meaning of provision); Wood- 
ward Stores Ltd. v. Canada, [1991] 1 C.T.C. 233 (FCTD) (“Fixtur- 
ing allowance” (inducement) was capital receipt), 


Regulations: 234-236 (information slips for farm. support pay- 
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ments); 7300 (prescribed amount). 
Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures; IT-478R: CCA — recapture 
and terminal loss. 
1.T. Technical News: No. 5 (western grain transition payments); 
No. 7 (lease inducement payments — renewal term). 
(x.1) fuel tax rebates —the total of all 
amounts each of which is 


(i) a fuel tax rebate received in the year by the 
taxpayer under subsection 68.4(3). [of] the Ex- 
cise Tax Act, or 


(ii) the amount determined by the formula 


10 (A-—B)-C 
where 


A is the total of all fuel tax rebates under 
subsections 68.4(2) and (3.1) of that Act 
received in the year by the taxpayer, 


B is the total of all amounts, in respect of 
fuel tax rebates under section 68.4 of that 
Act received in the year by the taxpayer, 
repaid by the taxpayer under subsection 
68.4(7) of that Act, and 


C is the total of all amounts, in respect of 
fuel tax rebates under section 68.4 of that 
Act received in the year, deducted under 
subsection 111(10) in computing the tax- 
payer’s non-capital losses for other taxa- 
tion years; 
Related Provisions: 87(2)(uu) — Fuel tax rebates; 88(1)(e.2) — 
Winding-up; 111(10)— Fuel tax rebate —loss abatement; 
111(11) — Fuel tax rebate — partnerships; 161(7)(a)(viii) — Effect 
of carry-back of loss, etc.; 164(5)(a) — Effect of carry-back of loss, 
etc.; 164(5.1)(a) — Effect of carry-back of loss, etc., 257 
Formula cannot calculate to less than zero. 
History: Subpara. 12(1)(xi.1)(ii) amended by 1997, c. 26, s. 82, ap- 
plicable to 1997 et seg. Subpara. (xi.1)(ii) formerly read: ~ 


(ii) the amount, if any, by which 
(A) 10 times the amount, if any, by which 
(1) the total of all fuel tax rebates under subsection 


68.4(2) of that Act received in the year by the 
taxpayer 

exceeds 
(II) the total of all amounts, in respect of fuel tax re- 
bates under subsection 68.4(2) of that Act received in 


the year by the taxpayer, repaid by the taxpayer 
under subsection 68.4(7) of that Act 


exceeds 


(B) the total of all amounts, in respect of fuel tax rebates 
under subsection 68.4(2) of that Act received in the year, 
deducted under subsection 111(10) in computing the tax- 
payer’s non-capital loss for a year; 


Para. 12(1)(x.1) added by 1994, c. 7, Sch. VI (1992, c. 29), s. 2, 
applicable to 1992 et seq. 


(y) automobile provided to partner — 
where the taxpayer is an individual who is a 
member of a partnership or an employee of a 
member of a partnership and the partnership 
makes an automobile available in the year to the 
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taxpayer or to a person related to the taxpayer, 
the amounts that would be included by reason of 
paragraph 6(1)(e) in the income of the taxpayer 
for the year if the taxpayer were employed by the 
partnership; . 
History: Para. 12(1)(y) amended by 1997, c. 10, s. 268, applicable 
to 1996 et seq. Para. (y) formerly read: 


(y) where the taxpayer is an individual who is a member of a 
partnership or an employee of a member of the partnership 
and the partnership makes an automobile available in the year 
to the taxpayer or to a person related to the taxpayer, the 
amounts that would be included, by reason of paragraph 
6(1)(e) or by reason of paragraph 6(1)(e.1) if that paragraph 
were read without reference to paragraph 6(1)(a), in the in- 
come of the taxpayer for the year if the taxpayer were em- 
ployed by the partnership; 


Pre-RSC History: Para. 12(1)(y) amended by 1990, c. 45, subsec. 
39(3), to substitute “the amounts that” for “an amount that” and to 
add “or by reason of paragraph 6(1)(e.1) if that paragraph were read 
without reference to paragraph 6(1)(a)” applicable with respect to 
taxation years and fiscal periods ending after 1990. 


Para. 12(1)(y) added by 1988, c. 55, subsec. 4(5), applicable to 1988 
et seq. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


(z) amateur athlete trust payments — any 
amount in respect of an amateur athlete trust re- 
quired by section 143.1 to be included in comput- 
ing the taxpayer’s income for the year; 


Related Provisions: 143.1(2) — Amounts included in benefici- 
ary’s income. 


History: Para. 12(1)(z) added by 1994, c. 7, Sch VII (1993, c. 24), 
subsec. 3(2), applicable to 1988 et seq. 


Forms: T1061: Canadian amateur athlete trust group information 
return. 


(z.1) mining reclamation trusts — the total 
of all amounts received by the taxpayer in the 
year as a beneficiary under a mining reclamation 
trust, whether or not such amounts are included 
because of subsection 107.3(1) in computing the 
taxpayer’s income for any taxation year; 
Related Provisions: 20(1)(ss) — Deduction for contribution to 
mining reclamation trust; 87(2)(j.93) — Amalgamations — continu- 
ing corporation; 107.3(2) — Where property of mining reclamation 
trust transferred to beneficiary; 107.3(3) — Income where trust 
ceases to be mining reclamation trust; 107.3(4) — No income inclu- 
sion under 104(13) for amounts payable by trust. 


History: Para. 12(1)(z.1) added by 1995, c. 3, s. 2, applicable to 
taxation years that end after February 22, 1994. 


(z.2) dispositions of interests in mining 
reclamation trusts — the total of all amounts 
each of which is the consideration received by the 
taxpayer in the year for the disposition to another 
person or partnership of all or part of the tax- 
payer’s interest as a beneficiary under a mining 
reclamation trust, other than consideration that is 
the assumption of a mining reclamation obliga- 
tion in respect of the trust; 


Related Provisions: 20(1)(tt) — Deduction for acquisition of in- 
terest in mining reclamation trust; 39(1)(a)(v) — No capital gain on 
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disposition of interest; 87(2)G.93) — Amalgamations — continuing 
corporation; 107.3(1)(b) — Where beneficiary not resident in 
Canada. 


History; Para. 12(1)(z.2), added by 1995, c. VnSeive applicable to 
taxation years that end after February 22, 1994, 


+ (z.3). debt forgiveness - — any amount required 
because. of subsection 80(13) or (17) to be jin- 
cluded in computing the taxpayer’s income: for 
the year;.; 


History: Para. 12(1)(z.3) added by 1995, c. 21, s. 76, applicable to 
taxation years. that end after February 21, 1994. 


(z.4) eligible funeral arrangements. — any 
amount required because of subsection 148. 1(3) 
to be included in computing. the taxpayer's § in- 
come for the year; and 


History: Para. 12(1)(z.4) added by 1995, Cc. 21, s, 76, applicable to 
1993 et seq. 


(z.5) resource loss — 25% of the taxpayer’s 
prescribed resource loss for the year. 
Related Provisions: 53(1)(e)(i)(B), 53(2)(c)(i)(B) — Para. 
12(1)(z.5) ignored for partnership ACB adjustment; 96(1)(d) — 
Para: 12(1)(z.5) ignored for evden income at partnership level to 
partners. 


History: Para. 12(1)(z.5) added by 1997, c. 25, subsec. 2(3), appli- 
cable to taxation years that begin after 1996. 


Regulations: 1210.1 (prescribed resource. loss).., 


(2) Interpretation — Paragraphs (1)(a) and (b) are 
enacted for greater certainty and shall not be con- 
strued as implying that any amount not referred to in 
those paragraphs is not to be included in computing 
income from a business for a taxation year whether it 
is received or receivable in the year or not.. 
Selected Cases [subsec. 12(2)]: Maritime Telegraph and Tele- 
phone Co. v. Canada, {1991} 1 C.T.C. 28 (FCTD); aff'd [1992] 1 
C.T.C. 264 (FCA) (The principle that amounts not referred to in 
paragraph 12(1)(b) may still be included in computing income pre- 
cludes taxpayer from changing method of reporting income for tax 
purposes). 


(2.1) Receipt of mducement, mbureenedt 
etc. — For the purposes of paragraph (1)(x), where 


at a particular time a taxpayer who is a beneficiary of | 


a trust or a member of a partnership has received an 
amount as an inducement, whether as a grant, sub- 
sidy, forgivable loan, deduction from tax, allowance 
or any other form of inducement, in respect of the 


activities of the trust or partnership, or as a reim- | 


bursement, contribution, allowance or as assistance, 


whether as a grant, subsidy, forgivable loan, deduc- — 


tion from tax, allowance or any other form of assis- 
tance, in respect of the cost of property or in respect 


of an expense of the trust or partnership, the amount | 


shall be deemed to have been received at that time 
by the trust or partnership, as the case may be, as 
such an inducement, reimbursement, contribution, 
allowance or assistance. 

Pre-RSC History: Subsec. 12(2.1) added by 1986, c. 6, subsec. 
6(3), applicable with respect. to amounts received after May 22, 
1985 other than amounts received after that date pursuant to the 
terms of an agreement in writing entered into before May 23, 1985 
or to the terms of a prospectus, preliminary prospectus, or registra- 
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tion statement filed before May 24, 1985 with a public authority in 
Canada pursuant to and in accordance with the securities legislation 
of Canada or of any province and, where required by law, accepted 
for filing by such authority. 


(2.2) Deemed outlay or expense — Where 


(a) in a taxation year a taxpayer receives an 
amount that would, but for this subsection, be in- 
“cluded under paragraph (1)(x) in computing the 
taxpayer’s income for the year in respect of an 
outlay or expense (other than an outlay or ex- 
pense in respect of the cost of property of the tax- 
payer) made or incurred by the taxpayer before 
the end of the following taxation year, and 


(b) the taxpayer elects under this subsection on or 

‘before’ the day on or before which the taxpayer’s 
return of income ‘under this Part for the year is 
required to be filed, or would be required to be 
filed if tax under this Part were payable by the 
taxpayer for the year or, where the outlay or ex- 
pense is made or incurred in the following taxa- 
tion year, for that following year, 


the amount of the outlay or expense shall be deemed 
for the purpose of computing the taxpayer’s income, 
other than for the purposes. of this subsection and 
paragraphs (1)(x),and 20(1)(hh), to have always been 
the amount, if any, by which 


(c) the amount of the outlay or expense . 
exceeds 


- (d) the lesser of the amount elected by the tax- 
payer under this subsection and the amount so re- 
‘ceived by the taxpayer, 


and, notwithstanding subsections 152(4) to (5),.such 
assessment or reassessment of the taxpayer’s tax, in- 
terest and penalties under this Act for any taxation 
year shall be made as is necessary to give effect to 
the election. 


Related. Provisions: 20(1)(hh) — Repayments of inducements, 
etc.; 80.2 — Reimbursement by taxpayer; 87(2)(j.6) — Amalgama- 
tions — oe corporation. 


History: Subsec. elem 2) substituted by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 3(3), applicable with respect to amounts received af- 
tal January 1990. Subsec. 12(2.2) formerly read: 


(2.2) Deemed outlay or expense — Where a taxpayer has 
in-a taxation year received an amount that would, butifor this 
‘subsection, be included in:computing the taxpayer’s income 
for the year by reason of paragraph (1)(x) in respect of an 
outlay or expense’ made or incurred by the taxpayer in the 
year} in any of the 3 taxation years immediately preceding the 
year or in the taxation year immediately following the year 
(other than an outlay or expense in respect of the cost of 
property of the taxpayer) and the taxpayer elects. under, this 
subsection on or before the day on or before which the. tax- 
payer’s return of income under this Part is required to be, 
filed, or would be required to be filed if the taxpayer had tax 
payable, for the year, or, where the outlay or expense is made 
or incurred. in| the taxation year immediately following: the 
year, for that following year, the amount of the outlay or, ex- 
_»pense shall. be deemed, for the purposes of computing the in- 
come of the taxpayer, other than for the purposes of this sub- 
section and subparagraphs (1)(x)(iv) and. 20(1)(hh)(ii),’ to 
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have always been the amount, if any, by which 
(a) the amount of the outlay or expense 
exceeds 


(b) the lesser of the amount elected by the taxpayer.under 

this subsection and the amount so received by the 

taxpayer, 
and, notwithstanding subsections 152(4) and (5), such assess- 
ment or reassessment of the taxpayer’s tax, interest and pen- 
alties under this Act for any taxation year shall be made as is 
necessary to give effect to the election. 


Pre-RSC History: Subsec. 12(2.2) added by 1990, c. 45, subsec. 
39(4), applicable with respect to amounts received after January 
1990. 


(3) Interest income — Notwithstanding paragraph 
(1)(c), in computing the income for a taxation year 
of a corporation, partnership, unit trust or any trust 
of which a corporation or a partnership is a benefici- 
ary, there shall be included any interest on a debt ob- 
ligation (other than interest in respect of an income 
bond, an income debenture, a small business devel- 
opment bond, a small business bond, a net income 
stabilization account or an indexed debt obligation) 
that accrues to it to the end of the year, or becomes 
receivable or is received by it before the end of the 
year, to the extent that the interest was not included 
in computing its income for a preceding taxation 
year. 


Related Provisions: 12(4) — Annual accrual for individuals and 
trusts; 12(9) — Deemed accrual; 12.2(8) — Deemed acquisition of 
interest in annuity; 16(1) — Blended payments; 20(1)(1) — Reserve 
for doubtful debts; 20(14.1) — Interest on debt obligation; 
20(19) — Annuity contract; 87(2)G.4) — Amalgamations — con- 
tinuing corporation; 138(11.5)(k) — Transfer of business by non- 
resident insurer; 138(12)“gross investment revenue”E(b) — Inclu- 
sion in gross investment revenue of insurer; 142.3(1)(c) — No in- 
come accrual from specified debt obligation; 142.4(1)“tax ba- 
sis”(b) — Disposition of specified debt obligation by financial 
institution; 142.5(3)(a) — Mark-to-market debt obligation; 
148(9)“adjusted cost basis”D — Inclusion in “adjusted cost basis”. 


History: Subsec. 12(3) substituted by 1994, c. 21, subsec. 6(2), ap- 
plicable to debt obligations issued after October 16, 1991. That sub- 
sec. formerly read: 


(3) Interest income — Notwithstanding paragraph (1)(c), in 
computing the income for a taxation year of a corporation, 
partnership, unit trust or any trust of which a corporation or a 
partnership is a beneficiary, there shall be included any inter- 
est on a debt obligation (other than interest in respect of an 
income bond, an income debenture, a small business develop- 
ment bond, a small business bond or a net income stabiliza- 
tion account) that accrues to it.to the end of the year, or be- 
comes receivable or is received by it before the end of the 
year, to the extent that the interest was not included in com- 
puting its income for a preceding taxation year. 


Subsec. 12(3) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 3(4), to substitute “a small business bond or a net income stabi- 
lization account” for “or a small business bond”, applicable to 1991 
et seq. 


Regulations: 303 (amount deductible under subsec. 20(19)). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies; IT-142R3: Settlement of debts on the wind- 
ing-up of a corporation; IT-265R3: Payments of income and capital 
combined; IT-345R: Special reserve — loans secured by mortgages; 
IT-396R: Interest income; IT-466: Trust companies. 
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(4) Idem — Where in a taxation year a taxpayer 
(other than a taxpayer to whom subsection (3) ap- 
plies) holds an interest in an investment contract on 
any anniversary day of the contract, there shall be 
included in computing the taxpayer’s income for the 
year the interest that accrued to the taxpayer to the 
end of that day with respect to the investment con- 
tract, to the extent that the interest was not otherwise 
included in computing the taxpayer’s income for the 
taxation year or any preceding taxation year. 


Related Provisions: 12(9) — Deemed accrual; 12(11) — Invest- 
ment contract; 20(14.1) — Interest on debt obligation. 


Pre-RSC History: Subsec. 12(4) substituted for subsecs. (4) to (8) 
by 1990, c. 39, subsec. 4(1), applicable (by subsec. 4(6), as 
amended by 1991, c. 49, s. 250) with respect to investment contracts 
last acquired after 1989, except that the repeal of subsec. 12(7) is 


applicable to 1979 et seq. Subsecs. 12(4) to (8) formerly read: 
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(4) Idem — Where in a taxation year a taxpayer (other than a 
corporation, partnership, unit trust or any trust of which a cor- 
poration or partnership is a beneficiary) holds an interest in 
an investment contract on any third anniversary of the con- 
tract and in the year or any preceding taxation year he has not 
made an election under subsection (8) with respect to his in- 
terest, there shall be included in computing his income for the 
year the interest that accrued to him to that time with respect 
to the investment contract to the extent that the interest was 
not otherwise included in computing his income for the taxa- 
tion year or any preceding taxation year, and to the extent that 
the interest accrued to him after December 31, 1981. 


(5) Exception — Subsection (3) does not apply to a corpora- 
tion, partnership or trust (other than a corporation described 
in any of paragraphs 39(5)(b) to (d), a life insurance corpora- 
tion or any other corporation, other than a mutual fund corpo- 
ration or a mortgage investment corporation, whose principal 
business is the making of loans or that borrows money from 

__ the public in the course of carrying on a business the principal 
purpose of which is the making of loans) 


(a) for taxation years ending before December 31, 1984, 
or ; 


(b) with respect to interest accrued before the beginning 
of its first taxation year commencing after November 12, 
1981, 


with respect to an interest in a debt obligation last acquired by 
it before October 29, 1980 unless the obligation was issued 
by a person with whom the corporation or trust or any mem- 
ber of the partnership was not dealing at arm’s length. 


(6) Application — Subsection (3) does not apply in comput- 
ing the income for a taxation year of a taxpayer (other than a 
corporation described in any of paragraphs 39(5)(b) to (d), a 
life insurance corporation or any other corporation, other than 
a mutual fund corporation or a mortgage investment corpora- 
tion, whose principal business is the making of loans or that 
borrows money from the public in the course of carrying on a 
business the principal purpose of which is the making of 
loans) if the interest of the taxpayer was last acquired before 
October 29, 1980, and 


(a) the taxpayer could not, after October 28, 1980 and 
before the end of the taxation year, require the repay- 
ment, acquisition, cancellation or conversion of the inter- 
est (other than by reason of a failure or default under the 
terms or conditions thereof), 


(b) the maturity date of the debt obligation has not been 
extended after October 28, 1980 and before the end of the 
taxation year, and the terms or conditions relating to pay- 
ments with respect to interest have not been changed dur- 
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ing that period, and -- 


(c) the debt ‘obligation was issued by a person with whom 
the taxpayer or,-where the taxpayer is a partnership, each 
member thereof, was dealing ‘at arm’s length. 


(7) \dem — For the purposes of subparagraph (1)(e)(i), in 
computing an insurance corporation’s income from carrying 
on an insurance business. for its 1978 taxation year, the 
amount, if any, by which: 


(a) the aggregate of all amounts each of which is an 
amount deducted by the corporation in computing its in- 
come for a taxation year ending before 1978 that was in 
respect of an event giving rise, or likely to give rise, toa 
claim under an:insurance policy (other than a life insur- 
ance policy) 


exceeds 


(b) the aggregate of all amounts paid by: the corporation 4 


before the commencement of its 1978 taxation year-in re- 
spect of amounts ‘described in paragraph (a) 


shall be deemed to be, an amount that was deducted by the, 
corporation under subsection 20(7) in computing its income 
from that business for its 1977 taxation year. 


(8) Accrued interest may be included in income _ - Where 


a taxpayer (other than a taxpayer. to whom subsection (3) ap= a 


-plies) who holds-an interest in a debt obligation elects in-his 
return of income under this. Part for:a‘taxation year,:he shall,» 
in computing his income ‘for the: year,and each subsequent 
taxation, year during which he holds. an interest in, the debt 

_ obligation, include the interest accrued to him on the debt ob- 
ligation to the end of the year to the extent that it was not” 
otherwise included in computing his income for the year or 
any preceding taxation year. 


Subsec. 12(8) amended by 1985, c. 45; subsec. 5(3), applicable to 
1985. et seg., to substitute the heading ‘‘Accrued interest may be in- 
cluded in income” for-“Election’,, to'add. the words “(other than/a 
taxpayer to whom subsection (3) applies)’,. to. substitute “elects in 
his return of income under this Part for a taxation year” for “elects 
in a taxation year by notifying the issuer:thereof.in writing”, and: to 
substitute “to the extent that it was not” for “to the extent that the 
interest was not”. 


Subsecs. 12(3)—-(6) substituted, 12(8) added: by 1980-81-82-83, c. 


140, subsecs. 4(7), (8), applicable to taxation years commencing af- 
ter 1982. Subsecs. 12(3)-(6) formerly read: 


(3) Interest income — Notwithstanding paragraph (1)(c), in 
computing the income for a taxation year of a corporation, 
partnership, unit trust or any trust.of which a corporation or a 
partnership is a beneficiary, there shall be included any inter- 
_est that accrued to it, or became receivable or was received by 
it, in the year to the extent that such interest was not included 
in computing its income for a previous taxation year. 


(4) Presumption — For the purposes of subsection (3), 
where a corporation, partnership or trust therein referred to 
has at any time after December 19, 1980 acquired an interest 
in an annuity contract, an amount determined in prescribed 
manner shall be deemed to accrue to it as interest in each tax- 
ation year during which it held the interest in the contract. 


(5) Exception — Subsection (3) does not apply to a corpora- 
tion, partnership or trust (other than a corporation. described 
in any of paragraphs 39(5)(b) to (e) or any other corporation, 
other than a mutual fund corporation or a mortgage invest- 
ment corporation, whose principal business) is ‘the making of 
loans or that borrows money from the public inthe course of 
carrying on a business. the principal purpose. of which is the 
making of loans) with respect to interest on an obligation ac- 
quired by it before October 29, 1980 unless the obligation 
was issued by a person with whom the corporation or trust or 
any member of the partnership was ‘not dealing at arm’s 
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length. 

(6) Presumption — For the purposes of subsection: (5), 

where at any time after October 28, 1980 in respect of an ob- 

ligation acquired on or before that date, 
(a) the maturity date is extended, 


(b) the terms or conditions relating to the feptiyment of 
the cote amount are changed, or 


(c) the holder could require the repayment, acquisition, 
cancellation or conversion of the obligation, otherwise 
than by reason of a failure or ee yobs the terms or 
conditions thereof, a 


the obligation shall be deemed to be a new obligation a ac- 
quired by the holder thereof at that time. 


Subsecs. 12(3), (4) substituted, (5); (6) added by 1980-81-82-83, c. 
48, subsec. 4(3), applicable to taxation years commencing after Oc- 


tober.28, 1980. Subsecs. 12(3), (4) formerly read: 


(3) Accrued interest of financial corporations — Notwith- 
standing paragraph (1)(c),- where the taxpayer is a bank, a. 
credit union, a life insurance corporation, a trust company or 
any other corporation (other than a mutual fund corporation 
or a mortgage’ investment ' corporation) that’ borrows money” 
from the public in the course of carrying on a business the 
principal purpose of which is the making of loans or whose - 
principal business is the making of loans, there shall be in- ’ 
cluded in computing its income from the business fora taxa- «: 

, tion year interest accrued in respect of the year and interest: 

_ receivable in the year to the extent that such interest was not 

included in computing the corporation’s income for a previ-_ 
ous taxation year. 


| (4) Definitions — For the purposes of subsection 3). 


(a). “bank” means _a bank. to which the Bank Act. or the 
Quebec Savings, Banks Act applies; and 

(b) “‘trust company” means a corporation licensed or oth-. 
erwise authorized under the laws of Canada or a province 
to carry on in Canada the business of offering to or pub- ; 
lic its services as trustee. 


Subsee. 12(7) added by 1980- 81- 82- Sones 48, subsec. 4(3), applica- 
ble to the 1978 taxation year. 


» Subsecs. 12(3), (4) added by 1974-75-76, c. 26, subsec. 4(3), appli- 


cable to 1975 et seg. and.(by stbsec..4(4)), except in the case: of a 
credit union, any interest that was not included in computing the 


_ taxpayer’s income for a taxation year ending before 1975. but that 


would have been included if subsection 12(3) as enacted by subsec: 
(3) had applied shall be included in computing its income for the 
1975 taxation year. 

Regulations: 201(4) (information return). 


Interpretation Bulletins: IT-265R3: Payments of income and 
capital combined; IT-415R2: Deregistration of RRSPs. 


Advance Tax Rulings: ATR-61: Interest accrual rules. 


(5)-(8) [Repealed under former Act] 
Pre-RSC History: See under subsec. 12(4). 


| (9) Deemed accrual — For the purposes of sub- 
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sections (3), (4) and (11), and. 20(14) and.(21), where 
a taxpayer acquires an interest in a prescribed debt 
obligation, an amount determined in prescribed man- 
ner shall be deemed to accrue to the taxpayer as in- 


terest on the obligation in each taxation year during 


which the taxpayer holds the interest in the 
obligation. 


Related Provisions: 16(3)— Obligation issued at discount; 
18:1(9) — Right to receive production deemed to be debt obliga- 


| tion; *87(2)G.4) — Amalgamations — accrual rules; 142.3(1)(c) — 


S. 12(9) 


No income accrual from specified debt obligation. 


History: Subsec: 12(9) amended by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 7(2), to add reference to subsection (11) and to substi- 
tute “acquires” for “has at any time acquired”, applicable with re- 
spect to investment contracts last acquired after 1989. 

Pre-RSC History: Subsec..12(9) amended by 1990, c. 39, subsec. 
4(2), to substitute “subsections (3) and (4)” for “subsections (3), (4), 
(8) and (11)” and “the taxpayer holds” for “he holds”, applicable 
(by subsec. 4(6), as amended by 1994, c. 7, Sch. II (1991, c. 49), s. 
250) with respect to investment contracts last acquired after 1989. 
Subsec. 12(9) amended by 1984, c. 1, subsec. 5(2), to add “and 
(21)” and to substitute “holds”, for “held”, applicable to taxation 
years commencing after, 1981. 

Subsec. 12(9) added by 1980-81-82-83, c. 140, subsec. 4(8), appli- 
cable to taxation years commencing after 1981. 


Regulations: 7000 Hatt debt obligation, peg ge 
manner). 


Interpretation Bulletins: IT-396R: Interest income; IT-410R: 
Debt obligations — accrued interest on transfer. 


Advance Tax Rulings: ATR-61: Interest accrual rules. 


(9.1) Exclusion of proceeds of disposition — 
Where a taxpayer disposes of an interest in a debt 
obligation that: is a debt obligation in respect of 
which the proportion of the payments of principal to 
which the taxpayer is entitled is not equal to the pro- 
portion of the payments of interest to which the tax- 
payer is entitled, such portion of the proceeds of dis- 
position received by the taxpayer as can reasonably 
be considered to represent a recovery of the cost to 
the taxpayer of the interest in the debt obligation 
shall, notwithstanding any other provision of this 
Act, not be included in computing the income of the 
taxpayer, and for the purpose of this subsection, a 
debt obligation includes, for greater certainty, all of 
the issuer’s obligations to pay BEAGADAS and interest 
under that obligation. 

History: Subsec. 12(9.1) substituted by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 3(5), applicable with respect to dispositions of debt 


obligations occurring after October 16, 1991. Subsec. 12(9.1) for- 
merly read: 


(9.1) Exception — Where a taxpayer disposes of an interest 
in a debt obligation that, by virtue of paragraph 7000(1)(b) of 
the Income Tax Regulations, is a prescribed debt obligation 
for the purposes of subsection (9), such portion of the pro- 
ceeds of the disposition received by the taxpayer as may rea- 
sonably be considered to represent a recovery of the cost to 
the taxpayer of the debt obligation shall, notwithstanding any — 
other provision of this Act, not-be included in computing the 
taxpayer’s income under this Part. 


Pre-RSC History: Subsec. 12(9.1) added by 1985, c. 45, subsec. 
5(4), applicable to taxation years commencing after 1981. 


interpretation Bulletins: IT-396R: Interest income. 


(10) [Repealed under former Act] 


Pre-RSC History: Subsec. 12(10) repéaled by 1990, c. 39, subsec. 
4(3), applicable (by subsec. 4(6), as amended by 1991, c. 49, s. 250) 
with respect to investment contracts last acquired after 1989. Sub- 
sec. 12(10) formerly read: 


(10) Application — Subsection (4) shall not apply in comput- 
ing the income of a taxpayer for a-taxation year if the interest 
of the taxpayer in the investment contract was last acquired 


Income Tax Act, Part I, Div. B 


by him before November 13, 1981 and 


(a) the taxpayer could not, after November’ 12, 1981 and 
before the end of the taxation year, require the repay- 
ment, acquisition, cancellation or conversion, of his inter- 
est (other than by reason of a failure or default under the 
terms or conditions thereof), and 


(b) the maturity date of the contract has not been ex- 
tended after November 12, 1981 and before the end of 
the taxation year, and the terms or conditions relating to 
payments in respect of his interest have not been changed 
during that period. ; 
Subsec. 12(10) added by 1980-8 1-82-83, c. 140, subsec. 4(8), appli- 
cable to taxation years commencing after 1982. 


(10.1) Income from RHOSP — Notwithstanding 
any other provision of this Act, where an individual 
was at the end of 1985 a beneficiary under a regis- 
tered home ownership savings plan (within the 
meanings assigned by paragraphs 146.2(1)(a) and (h) 
of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as they read in their appli- 
cation to the 1985 taxation year), that portion of the 
income that can reasonably be considered to have ac- 
crued under the plan before 1986 (other than the por- 
tion thereof that can reasonably be considered to be 
attributable to amounts’ contributed after May 22, 
1985 to or under the plan) shall not be included in 
computing the income of the individual or of any 
other person. 


Pre-RSC History: Subsec. 12110. 1) added by 1986, c. 6, subsec. 
6(4), applicable to 1986. et seq. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-396R: Interest income. 


(10.2) NISA receipts — There shall be included in 
computing a taxpayer’s income for a taxation year 
from a property the total of all amounts each of 
which is the amount determined by the formula 


a 
where 


A is an amount paid at a particular time in the year © 
out of the taxpayer’s NISA Fund No. 2; and 


B is the amount, if any, by which 


(a) the total of all amounts each of which is 
deemed by subsection 104(5.1) or (14.1) to 
have been paid out of the taxpayer’s NISA 
Fund No. 2 before the particular time, or is 
deemed by subsection 70(5.4) or 73(5) to have 
been paid out of another person’s NISA Fund 
No. 2 on being transferred to the taxpayer’s 
NISA Fund No. 2 before the particular time, 


exceeds 


(b) the total of all amounts each of which is 
the amount by which an amount otherwise de- 
termined under this subsection in respect of a 
payment out of the taxpayer’s NISA Fund No. 
2 before the particular time was reduced be- 
cause of this description. 


Subdiv. b — Business: or Property S. 12(11) 


Related Provisions: 104(6) — Deduction in computing income 
of trust; 104(14.1) — NISA election; 108(1) — ‘‘accumulating  in- 
come”; 125(7)“income of the corporation for the year from an ac- 
tive business’’(b) —- “Income of the corporation for the year from an 
active business”; 129(4)“aggregate investment income”(b)(ii) — 
Exclusion from calculation’ of refundable dividend tax on hand; 
212(1)(t) — NISA Fund No. 2 payments to’ non-residents; 
214(3)(1) — Non-resident withholding tax; bisa Was — Whether 
trust created by taxpayer’s will. 


History: Subsec. 12(10.2) added by 1994, c. 7, ‘Sch. Vill gsi ge €, 
24), subsec. 3(6), applicable to 1991 et seq. 


Regulations: 201(1)(e) (information return). 

Interpretation Bulletins: IT-212R3: Income’ of deceased per- 
sons — tights or things;IT-243R4: Dividend refund to. private cor- 
porations; IT-305R4: Testamentary spouse trusts. —— 


(10. 3) Amount credited or added not included 
in income — Notwithstanding any other provision 
of this Act, an amount credited or added to a tax- 
payer’s NISA Fund No. 2 shall not be included. in 
computing the taxpayer’s income solely, because of 
that crediting or adding. 


History: Subsec. 12(10. 3) added by 1994, c. fe Sch. Vil (1993, c. 
24), subsec. 3(6), applicable to 1991 et seq. 


(11) Definitions — In this section, == 
“anniversary day” of an investment contract means 


(a) the day that is one year after the day immedi- 
ately preceding the date of issue of the contract, 


“(b) the day that occurs ‘at every. successive one 
year interval from the day determined under para- 
graph (a), and 


(c) the day on which the contract was disposed 
of; Shp 

Pre-RSC History: The definition “anniversary ie was para. 
12(11)(b). 


Para. 12(11)(b) substituted by 1990, c..39, subsec. 4(5), applicable 
(by subsec. 4(6), as amended by 1991, c. 49,-s: 250). with: respect to 
investment contracts last acquired after 1989: Para. 12(11)(b), for- 
merly read: 


(b) “third anniversary” — “third anniversary” of an inyest- 
ment contract means 


(i) the end of the day that is three years after the end of 
_ the calendar year of issue of the contract, 


(ii) the end of the day that occurs, at every successive 
three year interval from the time determined under sub- 
paragraph (i), and 
(iii) the day on which the contract was disposed of, 
and for the purpose of this paragraph, where before 1989 a 
taxpayer has not disposed of an interest in an investment con- 
tract last acquired by him. before 1982, the, contract shall be 
deemed to have been issued on December 31, 1988. 
That portion of para.. 120 1)(b). following subpara. (iii) amended by 
1987, c..46, subsec. 3(4), to substitute “where before 1989” for 
“where before 1985” and “December 31, 1988” for “December 31, 
1984”, applicable to 1987 et seq. 
Subpara. 12(11)(b)Gii) added by 1985, c. 45, subsec. 5(6). 


Subsec. 12(11) added by 1980-81-82-83, c. 140, subsec. 4(8), appli- 
cable to taxation years commencing alter 1981. 


“investment .contract’’, in relation’ to a taxpayer, 
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means any debt obligation other than 


(a) a salary deferral arrangement or a plan or ar- 
‘rangement that, but for any of paragraphs (a), (b) 
and (d) to (1) of the definition “salary deferral ar- 
rangement” in subsection 248(1), would be a sal- 
cary deferral arrangement, 


(b) a retirement compensation arrangement or a 
plan or. arrangement that, but for any of 
paragraphs (a), (b), (d) and (f) to (n) of the defini- 
‘tion: “retirement compensation arrangement” in 
subsection 248(1), would be a retirement com- 
pensation arrangement, 


(c) an employee benefit plan or a plan or arrange- 
ment that, but for any of paragraphs (a) to (e) of 
the definition “employee benefit plan” in subsec- 
tion 248(1), would be an employee benefit plan, 
(d) a foreign retirement arrangement, 

(e) an income bond, 

(f) an income debenture, 

(g) a small business development bond, 

(h) a small business bond, 


(i) an obligation i in respect. of which the taxpayer 
has (otherwise than because of ‘subsection (4)) at 
periodic intervals of not more than one year, in- 
cluded, in computing the taxpayer’s income 
throughout the period in which the taxpayer held 
an interest in the obligation, the income accrued 
thereon for such intervals, 


(j) an obligation in respect of a net income stabi- 
lization account, 
(k) an indexed debt obligation, and 
(1) a prescribed contract. 
Related Provisions: 12(9) — Deemed. accrual. 


History: Para. (k) of the definition “investment contract” in subsec. 
12(11) redesignated as (1), and para. (k) added, by 1994, c. 21, sub- 
sec. 6(3), applicable to debt obligations issued after October 16, 
1991. 


Para. Gj) of “investment contract” in Uniees 12(11) added (and for- 


/° | mer para..(j) redesignated as (k)) by 1994, c. 7, Sch. VHI (1993, c: 


24), subsec. 3(7), applicable to 1991 et seq. 


“Investment contract” in subsec. 12(11) substituted by 1994, c: 7, 
Sch. II (1991, c. 49), subsec. 7(3), applicable to 1985 et seq. CRCEH 
that HM 


(a) i in its application to the 1985 taxation year, the definition 
shall be read without reference to paras. (a) and (b); 


(b) i in its application to the 1985 to 1989 taxation years, the def- 
- inition shall be read without-reference to para. (d); and 


~(c) in-applying para. (i) in respect of debt obligations acquired 
before: 1990, the reference in that para. to “not more than’ one 
year” shall be read as a reference to “not more than 3 years”. 


The definition formerly read: 


“Investment contract’, in relation to a . taxpayer, means any 
debt obligation (other than a salary deferral arrangement, an 
income bond, an income debenture, a small business develop- 
ment bond, :a‘small business bond, an obligation in respect of 
which the taxpayer has, at periodic intervals of not more than 
one year, included, in computing the taxpayer's income 
throughout the period in which the taxpayer held an interest 


S. 12(11) 


in the obligation, the income accrued thereon for such inter- 
vals, or a prescribed contract). 


Pre-RSC History: The definition “investment contract” was para. 
12(11)(a). 


Para. 12(11)(a) substituted by 1990, c. 39, subsec. 4(4), applicable 
to 1985 et seg., except that in applying the para. in respect of debt 
obligations acquired before 1990, it shall be read as follows: 


(a) “investment contract’, in relation to a taxpayer, means any 
debt obligation (other than a salary deferral arrangement, an 
income bond, an income debenture, a small business develop- 
ment bond, a small business bond, an obligation in respect of 
which the taxpayer has, at periodic intervals of less than 3 
years, included, in computing the taxpayer’s income through- 
out the period in which the taxpayer held an interest in the 
obligation, the income accrued thereon for such intervals, or a 
prescribed contract); 


Para. 12(11)(a) formerly read: 


(a) “investment contract” — “investment contract”, in rela- 
tion to a taxpayer, means any debt obligation (other than a 
salary deferral arrangement, an income bond, an income de- 
benture, a small business development bond, a small business 
bond or a prescribed contract); and 


Para. 12(11)(a) substituted by 1986, c. 55, subsec. 3(3), applicable 
to 1986 et seq. Para. 12(11)(a) formerly read: 


“investment contract”, in relation to a taxpayer, means any 
debt obligation (other than a prescribed contract, an income 
bond, an income debenture, a small business development 
bond or a.small business bond); and 


Para. 12(11)(a) amended by 1985, c. 45, subsec. 5(5), to substitute 
“or a small business bond” for “a small business. bond or an obliga- 
tion in respect of which the taxpayer has, at periodic intervals of 
less than three years, included, in computing his income throughout 
the period in which he held an interest in the obligation, the income 
accrued thereon for such intervals’, applicable to.1985 et seq. 


Para. 12(11)(a) substituted by 1984, c. 1, subsec. 5(3), to add “a 
prescribed contract’, applicable to taxation years commencing after 
1981. 


Regulations: 7000(6) (prescribed contract). 


Interpretation Bulletins [subsec. 12(11)]: IT-396R: Interest 
income; IT-415R2: Deregistration of RRSPs. 


Definitions [s. 12]: “allowable capital loss” — seb): 248(1); 
“amateur athlete trust” — 143.1(1)(a), 248(1); “amount” — 248(1); 
“anniversary day” — 12(11); “arm’s length” — 251(1); “assess- 
ment” — 248(1); “assistance” — 79(4), 125.4(5), 248(16), 248(18); 
“automobile”, “bankrupt”, “business” — 248(1); “Canada” — 255; 
“Canadian resource Propest in GOCE), 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “credit union” — 137(6), 248(1); 
“deferred amount’, “dividend”, employers “employee benefit 
plan”, “employee trust” — 248(1); “employees profit sharing 
plan” — 144(1), 248(1); “employer” — 248(1); “foreign affili- 
ate” — 95(1), 248(1); “foreign retirement arrangement” — 248(1); 
“income from property” — 9(1), 9(3); “income bond”, “income de- 


benture”, “indexed debt obligation”, “individual”, “insurance COrpo- 
ration”, “insurer” — 248(1); “investment contract” —12(11); “‘in- 
vestment corporation” — 130(3), 248(1); “lending asset”, “life 
insurance corporation”, “life insurance policy” — 138(12), 248(1); 
“mineral resource’, “mineral”, “mini 1 

248(1); “mortgage investment corporation” — 130.1(6), 248(1); 
“mutual fund corporation” — 131(8), 248(1); “net income stabiliza- 


tion account”, “NISA Fund No. 2”,; “person” — 248(1); “personal 
services business” — 125(7), 248(1); “prescribed”, “property” — 
248(1); “related” — 251(2); “resident in Canada” — 250; “retire- 
ment Compensation arrangement”, “salary deferral arrangement’, 
“share” —248(1); “small business bond” — 15.2; 248(1); “small 
business development bond” — 15.1, 248(1); “tar sands” — 248(1); 
“tax payable” — 248(2); “taxable capital gain” — 38(a), 248(1); 
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“taxation year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 
248(1), (3); “unit trust” — 108(2), 248(1). 


12.1 Cash bonus on Canada Savings 
Bonds — Notwithstanding any other provision of 
this Act, where in a taxation year a taxpayer receives 
an amount from the Government: of Canada in re- 
spect of a Canada Savings Bond as a cash bonus that 
the Government of Canada has undertaken to pay 
(other than any amount of interest, bonus or princi- 
pal agreed to be paid at the time of the issue of the 
bond under the terms of.the bond), the taxpayer 
shall, in computing the taxpayer’s income for the 
year, include as interest in respect of the Canada 
Savings Bond '/2 of the cash bonus so received. 


Related Provisions: 12(1)(c) — Interest. 


Pre-RSC History: S. 12.1 substituted by 1986, c. 6, s. 7, applica- 
ble with respect to amounts received after 1984. S. 12.1 formerly 
teads's 


12.1 Cash bonus on Canada Savings Bond — Notwith-, 
standing any other provision of this Act, where in a taxation 
year a taxpayer receives any amount from the Government of 
Canada in respect of a Canada Savings Bond as a cash bonus 
that the Government of Canada has undertaken to pay (other 
than any amount of interest, bonus or principal agreed to be 
paid at the time of the issue of the bond under the terms of the. 
bond) he shall, in computing his income for the year, include 


(a) the amount, or such portion thereof, if any, as the tax- 
payer may teport, as interest; and 


(b) an amount equal to '/2 of the amount, if any, by which 


(i) the amount received as a cash bonus : 
exceeds 
(ii) the portion of the amount reported as interest 
under paragraph (a) 
as a taxable capital gain for the year from the disposition 
of a property. 
S. 12.1 added by 1974-75-76, c. 26, s..5, applicable to 1974 et seq. 
Definitions [s. 12.1]: “amount” — 248(1); “Canada” — 255; 
“taxation year” — 249; “taxpayer” — 248(1). 
Regulations: 220 (information return). 


Forms: T600C: Statement of cash bonus payment — Canada Sav- _ 
ings Bonds. 


12.2 (1) Amount to be included — Where in a 
taxation year a taxpayer holds an interest, last ac- 
quired after 1989, in a life insurance policy that is 
not 


(a) an exempt policy, a 
(b) a prescribed annuity contract, and 


(c) a contract under which the policyholder has, 
under the terms and conditions of a life insurance 
policy that was not an annuity contract and that 
was last acquired before December 2, 1982, re- 
ceived the proceeds therefrom in the form of an 
annuity contract, 


on any anniversary day of the policy, there shall be 
included in computing the taxpayer’s income for the 
taxation year the amount, if any, by which the ac- 
cumulating fund on that day in respect of the interest 


Subdiv. b — Business or Property S. 12.2(1) 


in the ‘policy, as determined in prescribed manner, 
exceeds the adjusted cost basis to the taxpayer of the 
interest in the policy on that day 
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Related Provisions: 
12.2(8)-(11) — Rules and definitions; 20(1)(c)(av) — Interest de- 
ductibility; 20(20) — Disposal of life insurance policy or annuity 
contract; 56(1)(d.1) — Annuity payments included in income; 
87(2)(j.4) — Amalgamation — accrual rules; 148(9)“adjusted cost 


12.2(5) — Amounts to be included; 


basis”G, 148(9)“adjusted cost basis” L(b) 
148(10) — Life annuity contracts. 


History: Subsec. 12.2(1) repealed and former subsec. 12.2(3) re- 
numbered as 12.2(1) and that portion preceding para. (a) amended 
to substitute “a taxpayer” for “a taxpayer (other than a taxpayer to 
whom subsection (1) applies)” by 1994, c. 7, Sch. II (1991, c. 49), 
subsecs. 8(1), (2), applicable with respect to life insurance policies 
last acquired after 1989. Subsec. 12.2(1) formerly read: 


Adjusted cost basis; 


12.2 (1) Amount to be included — In computing the income 
for a taxation year of a corporation, partnership, unit trust or 
any trust of which a corporation or partnership is a benefici- 
ary that holds 


(a) an interest, last acquired after December 1, 1982, ina 
‘life insurance policy , or 1 


(b) an interest, last acquired after December 19, 1980 and 
before December 2, 1982 in an annuity contract under 
which annuity payments did not commence before De- 
cember 2, 1982, 


that is not 
(c) an interest in an exempt policy, or 


(d) an interest, last acquired before December 2, 1982, in 
a contract under which the policyholder has, under the 
‘terms and conditions of a life insurance policy that was 
not an annuity contract, received the proceeds therefrom 
in the form of an annuity contract, 


there shall be included the amount by which the accumulating 
fund at the end of the calendar year ending in the taxation 
year, as determined in prescribed manner, in respect of the 
interest exceeds the adjusted cost basis of the interest to the 
corporation, partnership, unit trust or trust at the end of that 
calendar. ‘year. 


Pre-RSC History: Subsec. 12.2(3) substituted for subsecs. (2) to 
(4.1) by 1990, c. 39, subsec. 5(1), applicable (by subsec. 5(7), as 
amended by 1991, c. 49, s. 251) with respect to life insurance poli- 
cies last acquired after 1989. Subsecs. 12.2(2) to (4.1) formerly 
read: 7 


(2) Interest not disposed of before 1985 — Where, before 
1985, a corporation, partnership, unit trust or any trust of 
which a corporation or partnership is a beneficiary has not 
disposed of an interest in an annuity contract that was last 
acquired by it before December 20, 1980, 


(a) subsection (1) shall be read without reference to the 
words “after December 19, 1980 and”, and 


(b) all that portion of subsection (1) following paragraph 
(d) thereof shall be read as follows: 


“there shall be included the amount by which the 
accumulating fund at the end of the calendar year 
ending in the taxation year, as determined in pre- 
scribed manner, in respect of the interest exceeds 
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the aggregate of the adjusted cost basis of the in- 
terest to the corporation, partnership, unit trust or 
trust at the end of the calendar year ending in the 
taxation year and the amount, if any, at the end of 
that calendar year of unallocated income accrued 
in respect of the interest before 1982, as deter- 
mined in prescribed manner.”, 


for taxation years ending after December 30, 1984, with re- 
spect to that interest. 


(3) Third anniversary amounts to be included — Where in 
a taxation year a taxpayer (other than a corporation, partner- 
ship, unit trust or any trust of which a corporation or partner- 
ship is a beneficiary) holds an interest in 


(a) a life insurance policy last acquired after December 1, 
1982, or 


_ (b) an annuity contract last acquired before December 2, 
1982 under which annuity payments did not commence 
before December 2, 1982, 


other than 
(c) an exempt policy, 
(d) a prescribed annuity contract, or 


(e) a contract under which the policyholder has, under the 
terms and conditions of a life insurance policy that was 
not an annuity contract and that was last acquired before 
December 2, 1982, received the proceeds therefrom in 
the form of an annuity contract 


on a third anniversary of the policy or contract and in the tax- 
ation year or any preceding taxation year he has not made an 
election under subsection (4) in respect of his interest, there 
shall be included in computing his income for the taxation 
year the amount by which the accumulating fund on that third 
anniversary, as determined in prescribed manner, in respect 
of his interest exceeds the aggregate of the adjusted cost basis 
of the interest to the taxpayer on that third anniversary and 
the amount, if any, on that third anniversary of unallocated 
income accrued in respect of the interest before 1982, as de- 
termined in prescribed manner. 


(4) Election — Where in a taxation year a taxpayer (other 
than a corporation, partnership, unit trust or any trust of 
which a corporation or partnership is a beneficiary) who 
holds an interest in 


(a) a life insurance policy (other than an annuity contract) 
last acquired after December 1, 1982, or 


(b) an annuity contract (other than a prescribed annuity 
contract) 


has, in the year or a preceding taxation year, elected in re- 
spect of that interest by notifying the issuer thereof in writing, 
he shall, in computing his income for the year, include the 
amount by which the accumulating fund at the end of the 
year, as determined in prescribed manner, in respect of that 
interest exceeds the aggregate of 


(c) the adjusted cost basis to him of the interest at the end 
of the year, and 


(d) the amount, if any, at that time of unallocated income 
accrued in respect of the interest before 1982, as deter- 
mined in prescribed manner. 


(4.1) Revocation of election — Where not later than 120 
days after the end of a taxation year a taxpayer revokes an 
election made under subsection (4) in respect of his interest in 
a life insurance policy or an annuity contract by notifying the 
issuer thereof in writing, the following rules apply for that 
year and each subsequent taxation year: 


(a) he shall be deemed for the purposes of subsection (3) 
not to have made an election under subsection (4) in re- 


Subdiv. b — Business or Property 


spect of his interest; and 


(b) he is not entitled to make an election under subsection 
(4) in respect of his interest. 


Subsec. 12. 2(4.1) added by 1985, c. 45, s. 6, applicable to 1985 et 
seq. 

Subsec. 12.2(4) substituted by 1984, c. 45, s. 6, applicable to taxa- 
tion years commencing after 1982. Subsec. 12. 2(4) formerly read: 


(4) Election — Where in a taxation year a taxpayer who 
holds an interest in 


(a) a life insurance. policy ine than an annuity contract) 
last acquired after December 1, 1982, or 


(b) an annuity contract (other than a contract under which 
annuity payments have commenced) 


elects under this subsection by notifying the issuer thereof in 
writing, he shall, in computing his income for the taxation 
year and each subsequent taxation year during which he holds 
the interest, include the amount by which the accumulating 
fund at the end of the taxation year, as determined in pre- 
scribed manner, in respect of his interest exceeds the aggre- 
gate of 


(c) the adjusted cost basis to him of the interest at the end 
of the year, and 


(d) the amount, if any, at that time of unallocated income 
accrued in respect of the interest before 1982, as deter- 
mined in prescribed manner. 


(For earlier history, see end of s. 12.2.) 
Regulations [subsec. 12.2(1)]: 201(5) (information return); 304 
(prescribed annuity contract); 307 (accumulating fund). 


Interpretation Bulletins [subsec. 12.2(1)]: IT-87R2: Policy- 
holders’ income from life insurance policies; IT-355R2: Interest on 
loans to buy life insurance policies and annuity contracts, and inter- 
est on policy loans; IT-365R2: Damages, settlements and similar re- 
ceipts; IT-415R2: Deregistration of RRSPs. | 


Advance Tax Rulings: ATR-50: Structured settlement; ATR-68: 
- Structured settlement. 


(2)-(4.1) [Repealed under former Act] 
Pre-RSC History: See subsec. 12.2(1), 


(5) Idem — Where in a taxation year subsection (1) 
applies with respect to a taxpayer’s interest in an an- 
nuity contract (or would apply if the contract had an 
anniversary day in the year at a time when the tax- 
payer held the interest), there shall be included in 
computing the taxpayer’s income for the year the 
amount, if any, by which 


(a) the total of all amounts each of which is an 
amount determined at the end of the year, in re- 
spect of the interest, for any of H to L in the defi- 
nition “adjusted cost basis” in subsection 148(9) 


exceeds 


(b) the total of all amounts each of which is an 
amount determined at the end of the year, in re- 
spect of the interest, for any of A to G in the defi- 
nition referred to in paragraph (a). 
History: That portion of subsec. 12.2(5) preceding para. (a) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 8(3), applicable 
with respect to life insurance policies last acquired after 1989. That 
portion formerly read: 


(5) Idem — Where in a taxation year subsection (1) or (3) 
applies with respect to a taxpayer’s interest in an annuity con- 
tract, there shall be included in computing the taxpayer’s in- 
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come for the year the amount, if any, by which 


Pre-RSC History: Subsec. 12:2(5) substituted for subsecs. (5) to 
(7) by 1990, c. 39, subsec. 5(2), applicable (by subsec. 5(7), as 
amended by 1991, c..49; s.251) with respect to life insurance poli- 
cies last acquired after 1989. Subsecs. 12.2(5) to.(7) formerly. read: 


(5) Amounts to be included -— Where ina taxation year 
subsection (1), (3) or (4) applies with respect to a taxpayer’s 
interest in an annuity contract, or would apply if the contract 
had a third anniversary in the year, and at the end of the year 


(a) the aggregate of all amounts each of. which is. an 
amount. determined under any. of subparagraphs 
148(9)(a)(vi) to (xi) in respect of his interest 


exceeds 


(b) the aggregate of all amounts each of which. is an 
amount. determined, under any of subparagraphs 
148(9)(a)(i) to (v.1) in respect of his interest, 


there shall be included. in computing the income of the tax- 
payer for the year the amount by which the aggregate deter- 
mined under paragraph (a) exceeds the aggregate determined 
under paragraph (b). 


(6) Application — Subsection (1) does not apply. in comput- 

ing the income of a taxpayer for a taxation year if his interest 

in the annuity contract was last acquired before December 20, 
.. 1980, and 


(a) he could not, in the period»after December 19, 1980 
and before the end of the taxation year, require the repay- 
ment, acquisition, cancellation or conversion of his inter- 
est (other than by reason of a failure or default under the 
terms or conditions thereof) and the maturity date of the 
contract has not been extended and the terms or condi- 
tions relating to payments in respect of his interest have 
not been changed in that period; or 


(b) the cash surrender value of his interest has not, in the 
period referred to in paragraph (a), exceeded the aggre- 
gate of premiums paid in respect of the interest. 
(7) ldem — Subsection (3) does not apply in computing the 
income of a taxpayer for a taxation year if his interest in, the 
annuity contract was last acquired before December 2, 1982 
and 
(a) he could not, in the period after December 1, 1982 
and before the end of the taxation year, require the repay- 
ment, acquisition, cancellation or conversion of his.inter- 
est (other than by reason of a failure or default under the 
terms or conditions thereof) and the maturity date of the 
contract has not been extended and the terms or condi- 
tions relating to payments in respect of his interest have 
not been changed in that period; or 
(b) the cash surrender value of his:interest has not, in the 
period referred to in paragraph (a), exceeded the aggre- 
gate of premiums paid in respect of the interest. 


(For earlier history, see end of s. 12.2.) 
Regulations: 201(5) (information return). 


Interpretation Bulletins: [T-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans.’ 


(6), (7) [Repealed under former Act] 
Pre-RSC History: See under subsec. 12.2(5). 


(8) Deemed acquisition of interest in annu- 
ity — For the purposes of this section, the first pre- 
mium that was not fixed before 1990 and that was 
paid after 1989 by or on behalf of a taxpayer under 
an annuity contract, other than a contract described 


S. 12.2(8) 


in paragraph (1)(d) of this section, or paragraph 
12.2(3)(e) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952; or to which sub- 
section (1) of this section or subsection 12.2(4) of 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, applies (as those paragraphs 
and subsections, the numbers of which are those in 
force immediately before December 17, 1991, read 
in their application to life insurance policies last ac- 
quired before 1990) or to which subsection 12(3) ap- 
plies, last acquired by the taxpayer before 1990 (in 
this subsection referred to as the “original contract’’) 
shall be deemed to have been paid to acquire, at the 
time the premium was paid, an interest in a separate 
annuity contract issued at that time, to the extent that 
the amount of the premium was not fixed before 
1990, and each subsequent premium paid under the 
original contract shall be deemed to have been paid 
under that separate contract to the extent that the 
amount of that subsequent premium was not fixed 
before 1990. 


History: Subsec. 12.2(8) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 8(4), applicable with respect to premiums paid after 
1989. Subsec. 12.2(8) formerly read: 


(8) Deemed acquisition of interest in annuity — For the 
purposes of this section, the first premium that was not fixed 
before 1990 and that was paid after 1989 by or on behalf of a 
taxpayer under an annuity contract (other than a contract de- 
scribed in paragraph (1)(d) or (3)(c)-or a contract to which 
subsection (1) or (3) or 12(3) applies) last acquired by the 
taxpayer before 1990 (in this subsection referred to as the 
“original contract”) shall be deemed to have been paid to ac- 
quire, at the time the premium was paid, an interest in a sepa- 
rate annuity contract issued at that time and each subsequent 
premium paid under the original contract shall be deemed to 
have been paid under that separate contract. 


Pre-RSC History: Subsec. 12.2(8) substituted by 1990, c. 39, 
subsec. 5(3), applicable with respect to premiums paid after 1989. 
Subsec. 12.2(8) formerly read: 


(8) Presumption — For the purposes of this section, the first 
premium that was not fixed before December 2, 1982 and that 
was paid on or after that date by or on behalf of a taxpayer 
under an annuity contract (other than a contract described in 
paragraph (1)(d) or (3)(e) or a contract to which subsection 
(1), (3) or (4) or 12(3) applies or would apply in a year if the 
contract had a third anniversary in the year) last acquired by 
the taxpayer before that date (in this subsection referred to as 
the “original contract”) shall be deemed to have been paid to 
acquire, at the time the premium was paid, an interest in a 
separate annuity contract issued at that time, to the extent that 
the amount of the premium was not fixed before December 2, 
1982, and each subsequent premium paid under the original 
contract shall be deemed to have been paid under such sepa- 
rate contract to the extent that the amount of the premium was 
not fixed before December 2, 1982. 


(For earlier history, see end of s. 12.2.) 


I.T. Application Rules: 69 (meaning of “/Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on: policy 
loans. 
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(9) [Repealed under former Act] 


Pre-RSC History: Subsec. 12.2(9) repealed by 1990, c.,39, sub- 
sec. 5(4), applicable (by subsec. 5(7), as amended by 1991, c. 49, s. 
251) with respect to life insurance policies last acquired after 1989. 
Subsec. 12.2(9) formerly read: 


(9) Rules where premium paid — Where, at any time after 
December 1, 1982, a prescribed premium (other than a pre- 
mium referred to in subsection (8)) has been paid by or on 
behalf of a taxpayer in respect of an interest in a life insur- 
ance policy last acquired on or before that date, and 


(a) the policy is not an exempt policy, or 


(b) there has been a prescribed increase in any benefit on 
death under the policy, 


this Act applies after that time with respect to his interest in 
the policy as if 
(c) subsections (1), (3) and (4) and 148(4), paragraph 
148(2)(b) and clause 148(9)(e.2)(iv)(A) were read with- 
out reference to the words “last acquired after December 
Plas”: 


(d) subsection (1) were read without reference to para- 
graph (d) thereof; 
(e) subsection (3) were read without reference to para- 
graph (e) thereof; 


(f) subsection 148(6) were not applicable; 
(g) subparagraph 148(9)(a)(ix) were read as follows: 


“(ix) in the case of an interest in a life insurance 
policy (other than an annuity contract), the aggre- 
gate of all amounts each of which is the net cost of 
pure insurance in respect of the interest, as deter- 
mined in prescribed manner, immediately before 
the end of the calendar year ending in a taxation 
year commencing after the later of 


(A) May 31, 1985, and 
(B) the end. of the year before the year, in 
which subsection 12.2(9) first applied in re- 
spect of the interest, and 
before that time,”; 
(h) subparagraph 148(9)(c)(ix) were read without refer- 
ence to clause (A) thereof; and 
(i) all that portion of subparagraph 148(9) (e.1)(iii) pre- 
ceding clause (A) thereof were read as follows: 
“(ii) that portion of any amount paid, after the 
later of May 31, 1985 and the time at which sub- 


section 12.2(9) first applied in respect of the inter- 
est, under the policy with respect to” 


and, for the purposes of this subsection, paragraph 148(10)(d) 
shall be read without reference to the expression “(other than 
a conversion into an annuity contract)”. 


(For earlier history, see end of s. 12.2.) 


Regulations: 309 (prescribed premium, prescribed increase). 


(10) Riders — For the purposes of this Act, any 
rider added at any time after 1989 to a life insurance 
policy (other than an annuity contract) last acquired 
before 1990 that provides for additional life insur- 
ance (other than an accidental death benefit) shall be 
deemed to be a’separate life insurance policy issued 
at that time. 
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Related Provisions: 87(2)(j.4)— Amalgamation — accrual 
rules. 


Pre-RSC History: Subsec. 12.2(10) amended by 1990, c. 39, 
subsec. 5(5), to substitute “after 1989” for “after December 15 19827” 
and “before 1990” for “before December 2, 1982”, applicable with 
respect to riders added after 1989. 


(For earlier history, see end of s. 12.2.) 


(11) Definitions — In this section and paragraph 
-56(1)(d.1) of the Income Tax Act, chapter 148 of the 
Revised Statutes, of Canada, 1952, 

Related Provisions: 20(1.2) — Definitions in 12.2(11) pte to 
20(1)(c). 


I.T. Application Rules: 69 Aueidtn’ of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“anniversary day”’ of a life insurance policy means 


(a) the day that is one year after the day immedi- 
ately preceding the day on which the policy was 
issued, and 


_(b) each day that occurs at each successive one- 
year interval after the day determined under para- 
graph (a); 

History: “Anniversary day” in subsec. 12.2(11) substituted by 
1994, c. 7, Sch. If (1991,.c. 49), subsec. 8(5), applicable with re- 


spect to life insurance policies last acquired after 1989. That defini- 
tion formerly read: 


“anniversary day” of a life insurance policy means the last 

day of each calendar year ending after the policy was issued; 
Pre-RSC History: The definition “anniversary day” was para. 
12.2(11)(b). 
Para. 12.2(11)(b) substituted by 1990, c. 39, subsec. 5(6), applicable 
(by subsec. 5(7), as amended by 1991, c. 49, s. 251) with respect to 
life insurance policies. last acquired after 1989. Para. 12.2(11)(b) 
formerly read: 

(b) “third anniversary” — “third anniversary” ofa life insur- 

ance policy means. 


(i) the end of the day that is three years after the end of 
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the calendar year of issue of the policy, and 


(ii) the end of the day that occurs at every successive 
three year interval from the time determined under sub- 
“paragraph (i): 
and for the purposes of this paragraph, where before 1985 a 
taxpayer has not disposed of an interest in an annuity contract 
last acquired by him before December 2, 1982, the contract 
shall be deemed to have been issued on December 31, 1984. 


“exempt policy” has the meaning prescribed by 
regulation. 


Related Provisions: 148(9)“adjusted cost sia 


Pre-RSC History: The oar ati ‘exempt policy” was para. 
12.2(11)(a). (oe 


Regulations: 306 Gneanine of peek policy”)... 


(12) Application of subsecs. 138(12) and 
148(9) — The definitions in subsections 138(12) 
and 148(9) apply to this section. 

Origin of subsec. 12.2(12): R.S.C. 1985, c. 1 (Sth Supp.) (for- 


merly Shien in me opening words of subsecs: 138(12). and 
148(9)). 


(13) Application of subsec. 148(1 0) — Subsec- 
tion 148(10) applies to this section. 


Origin of subsec. 12. 2(13): R.S.C. 1985, c. 1 (5th Supp.) (for- 
merly contained in the opening words of subsec. 148(10)). 


Pre-RSC History [s. 12.2]: S. 12.2 added by 1980-81-82-83, c. 
140, s. 5, subsecs. 12.2(1), (3)-(7), (10) applicable to taxation seas 
commencing after 1982. 


Definitions [s.. 12.2]: “acquired” — 12.2(13), 148(10)(c), (e); 
“adjusted cost basis” — 148(9), 248(1);. “amount”, — 12.2(12), 
148(9), 248(1); “anniversary day” Sa 12. 2015 Goh an sea gate 
“cash surrender value” — 12.2(12), 148(9); 
248(1), Interpretation Act 35(1); “exempt policy” — 12.2(11); “in- 
surer” — 12.2(13), 148(10)(a); “life insurance policy” — 138(12), 
248(1); “life insurer’ — 12.2(13), 148(10)(a), 248(1); “person”,— 
248(1);. “person whose. life. was insured”? — 12.2(13), 148(10)(b); 
“premium” — 12.2(12), 148(9); “prescribed”, “regulation” — 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3); “unit trust” — 108(2), 248(1). 


Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans; IT-363R2: Deferred profit sharing plans — deductibility of 
employer contributions and taxation’of amounts received by a bene- 
ae: IT-415R2: Deregistration of RRSPs. 


12.3 Transition inclusion re luneaid ethini re- 
serve — Where an amount has been deducted under 
subsection 20(26) in computing the income of an in- 
surer for its taxation year that includes February 23, 
1994, there shall be included in computing the in- 
surer’s income for that taxation year and each subse- 
quent taxation year that begins before 2004, the pre- 
scribed portion for the year of the amount so 
deducted. 

Related Provisions: 87(2)(g.1) — Amalgamation — continuing 
corporation; 138(11.5)(k) — Transfer of business .by non-resident 
insurer, 


History: S. 12.3 amended by 1995, c. 3, s. 3, applicable to taxation 
years that end after February 22, 1994. S. 12.3 formerly read: 


12.3 Net reserve inclusion— Where a taxpayer has de- 
ducted an amount under subsection 20(26) in computing the 
taxpayer’s income for the taxpayer’s first taxation year that 


S. 12.3 


commences after June 17, 1987 and ends after 1987, there 
shall be included in computing the taxpayer's income for 
each of the taxation years ending after 1988 and commencing 
before 1993, the prescribed amount of the taxpayer’s net re- 
serve inclusion for that year. 


Pre-RSC History: S. 12.3 added by 1988, c. 55, s. 5, applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 

Definitions [s. 12.3]: “amount”, “insurer”, “prescribed” — 
248(1); “taxation year” — 11(2), 249; “taxpayer” — 248(1). 
Regulations: 8100(1) (prescribed amount of net reserve inclusion 
for former 12.3); 8101(2) (draft) (prescibed amount). 


12.4 Bad debt inclusion — Where, in a taxation 
year, a taxpayer disposes of a property that was a 
property described in an inventory of the taxpayer 
and in the year or a preceding taxation year an 
amount has been deducted under paragraph 20(1 )(p) 
in computing the taxpayer’s income in respect of the 
property, there shall be included in computing the 
taxpayer’s income for the year from the business in 
which the property was used or held, the amount, if 
any, by which 


(a) the total of all amounts deducted under para- 
graph 20(1)(p) by the taxpayer in respect of the 
property in computing the taxpayer’s income for 
the year or a preceding taxation year 


exceeds 


(b) the total of all amounts included under para- 
graph 12(1)(i) by the taxpayer in respect of the 
property in computing the taxpayer’s income for 
the year or a preceding taxation year. 
Related Provisions: 26(3) — Banks — write-offs and recov- 
eries; 87(2)(g.1) — Amalgamations; 138(11.5)(k) — Transfer of 
business by non-resident insurer; 142.5(8)(d)(ii) — First deemed 
disposition of mark-to-market debt obligation. 
Pre-RSC History: S. 12.4 added by 1988, c. 55, s. 5, applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 
Definitions [s. 12.4]: “amount”, “business”, “inventory”, “prop- 
erty” — 248(1); “taxation year” — 11(2),, 249; “taxpayer” — 
248(1). 
Interpretation Bulletins: IT-442R: Bad debts and reserves for 
doubtful debts. 


13. (1) Recaptured depreciation — Where, at 
the end of a taxation year, the total of the amounts 
determined for E to J in the definition ‘“un- 
depreciated capital cost’ in subsection (21) in re- 
spect of a taxpayer’s depreciable property of a par- 
ticular prescribed class exceeds the total of the 
amounts determined for A to D in that definition in 
respect thereof, the excess shall be included in com- 
puting the taxpayer’s income for the year. 

Related Provisions: 13(3) — Interpretation where taxpayer is an 
individual; 13(5.2) — Where taxpayer paid rent for property before 
acquiring it; 13(5.3) — Rules applicable; 13(8) — Property dis- 
posed of after ceasing business; 13(13) — Deductions; 13(15) — 
Vessel disposed of before 1974; 20(16) — Terminal loss where A to 
D exceed E to J and no property left in class; 28(1)(d) — Inclusion 
in farming or fishing income when using cash method; 104(5)(b), 
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(c) — Trusts — 21-year deemed disposition rule; 110.6(1) — “in- 
vestment income”; 115(1)(a)(iii.2) — Non-resident’s taxable in- 
come earned in Canada; 216(6) — Non-residents. See additional 
Related provisions and Definitions at end of s. 13. 


Pre-RSC History: Subsec. 13(1) substituted by 1988, c. 55, sub- 
sec. 6(1), applicable to 1985 et seg. Subsec. 13(1) formerly read: 


13. (1) Where, at the end of a taxation year, the aggregate of 
all amounts determined under subparagraphs (21)(f)(Gii) to 
(viii) in respect of depreciable property of a particular pre- 
scribed class of a taxpayer exceeds the aggregate of all 
amounts determined under subparagraphs (21)(f)(i) to (11.1) in 
respect of depreciable property of that class of the taxpayer, 
the excess shall be included in computing the income of the 
taxpayer for that taxation year. 


Subsec. 13(1) substituted by 1980-81-82-83, c. 48, subsec. 5(1), ap- 
plicable to taxation years ending after December 11, 1979, to substi- 
tute “(viii)” for “(vi)” and “to (ii.1)” for “and (ii)”. 

Subsec. 13(1) substituted for subsecs. 13(1), (1.1), (2) by 1976-77, 
c. 4, subsec. 3(1), applicable in respect of taxation years commenc- 
ing after May 25, 1976. Subsecs. 13(1), (1.1), (2) formerly read: 


13. (1) Excess of proceeds over undepreciated capitai 
cost — Where depreciable property of a taxpayer of a pre- 
scribed class has, in a taxation year, been disposed of and the 
proceeds of disposition exceed the undepreciated capital cost 
to him of depreciable property of that class immediately 
before the disposition, the lesser of 


(a) the amount of the excess, and 


(b) the amount that the excess would be if the property 
had been disposed of for the capital cost thereof to the 
taxpayer, 


shall be included in computing his income for the year. 


(1.1) Determination of net amount — Notwithstanding sub- 
section (1), where in a taxation year a timber resource prop- 
erty of a taxpayer has been disposed of, there shall be in- 
cluded in computing his income for the’ year the amount, if 
any, by which 


(a) the proceeds of disposition thereof, 
exceeds 


(b) the undepreciated capital cost to him, immediately 
before the disposition, of depreciable property of a pre- 
scribed class in which the timber resource was included. 


(2) Determination of net amount — Where one or more 
amounts are by subsection (1) or (1.1) required to be included 
in computing a taxpayer’s income for a taxation year in re- 
spect of the disposition of depreciable property of a pre- 
scribed class and the taxpayer has, during the year but follow- 
ing the disposition, acquired further depreciable property of 
that class, notwithstanding subsections (1) and (1.1) and para- 
graph (21)(f), the following rules apply: 


(a) if the aggregate of the amounts that would, according 
to the terms of subsection (1) or (1.1), be included there- 
under in computing his income is equal to or exceeds the 
amount that would, according to the terms of paragraph 
(21)(f), be the undepreciated capital cost to him of depre- 
ciable property of that class at the end of the year before 
any deduction is made under paragraph 20(1)(a) for that 
year, 
(i) the amount to be included in computing his in- 
come for the year under subsection (1) or (1.1) in re- 
spect of dispositions of depreciable property of that 
class is that aggregate minus the amount that would 
be that undepreciated capital cost, and 


(ii) the undepreciated capital cost to him of deprecia- 
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ble property of that class at the end of the year is nil; 
and= 


(b) if the aggregate of the amounts that would, according 
to the terms of subsection (1) or (1.1), be included there- 
under in computing his income is less than the’ amount 
that would, according to the terms of paragraph (21)(f), 
_be the undepreciated capital cost to him of. depreciable 
property of that class. at the end of the year before any 
deduction is made under paragraph 20(1)(a) for that year, 


(4) no’ amounts shall be included in computing his in- 
come for the. year in respect of depreciable property 
of that class under subsection (1) or (1.1), and 


(ii) the undepreciated capital cost to him of deprecia- 
ble property of that class at the end of the year before 
-any deduction is made under paragraph 20(1)(a) for 
the year is the amount that it would be according to 
the. terms. of paragraph (21)(f) minus that aggregate. 


Subsec. 13(1.1) added ‘and 13(2) substituted to add references to 
subsec: (1.1) by 1974-75-76, c. 26, subsec. 6(1), applicable in re- 
spect of timber resource properties acquired after May 6, 1974. 


Selected Cases [subsec. 13(1)]: Odyssey Industries Inc. v. 
Canada, {1996] 2. C.T.€. 2401 (TCC): (Recaptured CCA is not 
profit from sale of assets; no reserve applicable where proceeds of 
disposition paid over time); Olympia and York Developments Ltd. v. 
The Queen, {1980} C.T.C. 265 (FCTD) (Conditional sale under sus- 
pensive condition was disposition for recapture purposes); The 
Queen v. Moulds, [1978] C.T.C. 146 (FCA) (Despite not having dis- 
puted reassessment eight years earlier, vendor not estopped from 
claiming no part of purchase price allocated to buildings where pur- 
chaser destroyed them upon closing; terminal loss permitted); The 
Queen v. Baziuk, [1976] C.T.C. 787 (FCTD) (Purchase price allo- 
cated to building destroyed before closing pursuant to contract con- 
stituted proceeds of disposition for recapture purposes); Zeal and 
Gold Ltd. v. MNR, [1973] C.T.C. 129 (FCTD) (Compensation re- 
sulting in recapture attributed to year claim acknowledged by in- 
surer, not year paid); Stanley v. MNR, [1972] C.T.C. 34 (SCC) 
- (Value greater than undepreciated capital cost allocated to building 
even though purchaser desired only land); Lea-Don Canada Ltd. v. 
MNR, [1970] C.T.C. 346 (SCC) (In non-arm’s length sale of asset to 
parent company, proceeds deemed to be fair market value). 


I.T. Application Rules: 20(2) (income from farming or fishing — 
property acquired before 1972). 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-267R2: CCA — vessels; IT-288R2: Gifts of 
capital properties to a charity and others; IT-418:, Partial disposi- 
tions of property; IT-478R: CCA — recapture and terminal loss; IT- 
481: Timber resource property and timber limits. 


(2) Idem — Notwithstanding subsection (1), where 
an excess amount is determined under that subsec- 
tion at the end of a taxation year in respect of a pas- 
senger vehicle having a cost to a taxpayer in excess 
of $20,000 or such other amount as may be pre- 
scribed, that excess amount shall not be included in 
computing the taxpayer’s income for the year but 
shall be deemed, for the purposes of B in the defini- 
tion “‘undepreciated capital cost” in subsection (21), 
to be an amount included in the taxpayer’s income 
for the year by reason of this section. 


Related Provisions: 13(3) — Interpretation where taxpayer is an 
individual; 13(7)(g) — Limitation on capital cost of automobile; 
13(8) — Disposition after ceasing business; 20(16.1) — Terminal 
loss — vehicles; 67.2 — Interest on money borrowed for passenger 
vehicle; Reg. 1100(2.5) —50% CCA in year of disposition. See ad- 
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ditional Related provisions and Definitions at end of s. 13. 
Pre-RSC History: Subsec. 13(2) substituted by 1990, c. 39, sub- 
sec. 6(1), applicable with respect to fiscal periods and taxation years 
commencing after June 17, 1987 that end after 1987. Subsec. (2) 
formerly read: 
(2) Notwithstanding subsection (1), where the excess amount 
determined at the end of a taxation year under that subsection 
is in respect of : 
(a) a motor vehicle owned by a taxpayer who is an indi- 
vidual, other than a trust, except where all or substan- 
tially all of the distance travelled by the vehicle through- 
out the period that he owned it was for the purpose of 
earning income, or 


(b) a passenger vehicle, having a cost to a taxpayer in 
excess of $20,000 or such other amount as may be pre- 
scribed, owned by a trust, partnership or corporation, 


that excess amount shall not be included in computing the 
taxpayer's income for the year but shall be deemed, for the 
purposes of subparagraph. (21)(f)Gi), to be an amount. in- 
cluded in the taxpayer’s income for the year by reason of this 
section. 


Subsec. 13(2) added by 1988, c. 55, subsec. 6(2), applicable to taxa- 
tion years and fiscal periods commencing after June 17, 1987. that 
end. after 1987. 


For former subsec. 13(2), see History under subsec. 13(1). 


Regulations: 7307(1) (prescribed amount is $24,000. plus. sales 
taxes). 


interpiatation E Bulletins: [T-478R: CCA — scones and termi- 
nal loss; IT-521R: Motor vehicle expenses claimed by self-em- 
ployed individuals; IT- epee Vehicle, travel and sales expenses of 
employees. 


(3) “Taxation year’, “year” and “income” of 
individual — Where a taxpayer is an individual 
whose income for a taxation year includes income 
from a business the fiscal period of which does not 
coincide with the calendar year and depreciable 
property acquired for the purpose of gaining or pro- 
ducing income from the business has been disposed 
of, 


(a) for greater certainty, each reference in subsec- 
tions (1) and (2) to a “taxation year” and “year” 
shall be read as a reference to a “fiscal period”; 
and i. 
(b) a reference in subsection (1) to “the income” 
shall be read as a reference to “the eg from 
the business”’. 
Related Provisions: 13(8)— Property disposed of after ceasing 
business; 20(16.2) — Same rule applies for purposes of subsecs. 
20(16) and (16.1). See additional Related provisions and Definitions 
at end of s. 13. 


Pre-RSC History: Para. 13(3)(a) also referred to subsecs. 20(16) 
and (16.1). (See now subsec. 20(16.2).) 


Para. 13(3)(a) substituted by 1990, c. 39, subsec. 6(2), applicable 
with respect to fiscal periods and taxation years commencing after 
June 17, 1987 that end after 1987. Para. (a) formerly read: 


(a) for greater certainty, a reference in subsections (1) and 
20(16) to a “taxation year” shall be read as a reference to a 
“fiscal period”, and 


Para. 13(3)(a) substituted by 1977-78, c. 1, subsec. 6(1), applicable 
to taxation years commencing after May 25, 1976 and ending after 
March 31, 1977, to add reference to subsec. 20(16). 
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Paras. 13(3)(a), (b) substituted by 1976-77, c. 4, subsec. 3(2), appli- 
cable in respect of taxation years commencing after’May 25, 1976, 
Paras. (a), (b) formerly read: 
(a) for greater certainty, a reference in subsection (1), (1.1) or 
(2) to a “taxation year” or “the year” shall be read as a refer- 
ence to,a “fiscal period” or “the period”; and 
(b) a reference in subsection (1), (1.1) or (2) to “his income” 
shall be read as a reference to “his income‘ from the 
business”. 
Subsec. 13(3) substituted by 1974-75-76, c. 26, subsec. 6(1), appli- 
cable in respect of timber resource properties acquired after May 6, 
1974, to add reference to subsec: (1.1). 


Interpretation Bulletins: IT-172R: CCA — taxation year of indi- 
viduals; IT-478R: CCA — recapture and terminal loss. 


(4) Exchanges of property — Where an amount 
in respect of the disposition in a taxation year (in this 
subsection referred to as the “initial year’) of depre- 
ciable property (in this section referred to as the 
“former property’) of a prescribed class of a tax- 
payer would, but for this subsection, be the amount 
determined for F or G in the definition “un- 
depreciated capital cost” in subsection (21) in re- 
spect of the disposition of the former property that is 
either 


(a) property the proceeds of disposition of which 
were proceeds referred to in paragraph (b), Gees or 
(d) of the definition “proceeds of disposition” 
subsection (21), or 


(b) a property that was, immediately before the 
disposition, a former business property of the 
taxpayer, . ; 
and the taxpayer so elects under this subsection in 
the taxpayer’s return of income under this Part for 


the year in which the taxpayer acquires, as a replace- 
ment for the former property, a property (in this sub- 
section referred to as a “replacement property’), 


Income Tax Act, Part I, Div. B 


ment | 4 


(c) ihe amount otherwise determined for F or . 
in the definition “undepreciated capital cost” 

subsection (21) in respect of the disposition of the 

former, property shall be reduced by the lesser of 


(i) the amount, if any, by which the amount 
otherwise determined for F or G in that defini- 
tion exceeds the undepreciated capital cost to 
the taxpayer of property of the prescribed 
class to which the former property belonged at 
the time immediately before the time that the 
former property was disposed of, and 


(11) the amount that has been used by the tax- 
payer to acquire 


(A) where the former one is referred 
to. in paragraph (a), before the end of the 
second taxation year following the initial 
year, or 


(B) in any other case, before the end of the 
first taxation year following the initial 
year, 


a replacement property of a prescribed class 
that has not been disposed of by the taxpayer 
before the time at which the taxpayer disposed 
of the former property, and 


(d) the amount of the reduction determined under 
paragraph (c) shall be deemed to be proceeds of 
disposition of a depreciable property of the tax- 
payer that had a capital cost equal to that amount 
and that. was property of the same class as the re- 
placement property, from a disposition made on 
the later of | 


(i) the time the replacement property was ac- 
quired by the taxpayer, and 


(ii) the time the former property was disposed 
of by the taxpayer. 


Related Provisions: 13(4.1) — Replacement property for a for- 
mer property; 13(18) — Reassessments; 14(6) — Parallel rule for 
eligible capital property; 44(1) — Parallel rule for capital gains pur- . 
poses; 44(4) — Deemed election; 44(6) — Deemed proceeds of dis- 
position; 87(2)(1.3) — Amalgamations — replacement property; 
96(3) — Election by members of partnership; 220(3.2), Reg. 
600(b) — Late filing of election. or revocation. See additional Re- 
lated provisions and Definitions at end of s. 13. 


Pre-RSC History: Subsec. 13(4) substituted by 1977-78, c. 1, 
subsec. 6(2), applicable to dispositions of property after March 31, 
1977. Subsec. (4) formerly read: 


(4) Insurance and compensation proceeds — Where an 
amount that would otherwise be included in computing the 
income of a taxpayer for a taxation year (hereinafter referred 
to.as the “initial year”) by virtue of this section is’ 


(a) an amount receivable, in respect of loss or destruction 
of property of a prescribed class, 
(i) under a policy of insurance, or 
(ii) otherwise as compensation for the property so 
lost or destroyed, or 


(b) an amount receivable as compensation for property of 
a prescribed class taken under statutory authority or as 
the sale price of property sold to a person by whom no- 
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tice of an intention to take it under ‘statutory authority 
was given, 


the following rule applies: 


(c) the amount shall, to the extent that it hiks been used by 
a taxpayer _ 
(i) before the end of the time ected by the Minis- 
ter of Industry, Trade and Commerce to be a reason- 
able time following the initial year, if the property so 
lost, destroyed, taken or sold was a vessel, or 


(ii) before the end of the second taxation year follow- 
ing the initial year if the property is not property re- 
ferred to in subparagraph (i) 


to acquire, as a replacement for the property referred to in 
paragraph (a) or (b), a property (in this section referred to 
as “replacement property”) of a prescribed class that has 
not been disposed of by the taxpayer before the time the 
property referred to in paragraph (a) or (b) was disposed 
of 


(11) subject to subparagraph (iv), not be included in 
computing the income of the taxpayer for the initial 
year, and 


(iv) be deemed to be proceeds of disposition of a de- 
preciable property of the taxpayer, that had a capital 
cost equal to the amount of those proceeds and that 
was property of the same class as the replacement 
property, from a disposition made on the later of 


(A) the time the replacement property was ac- 
quired, or 


(B) the time the property referred to in paragraph 
(a) or (b) was disposed of. 
Cl. 13(4)(c)Gv)(B) substituted by 1976-77, c. 4, subsec. 3(3), appli- 
cable in respect of taxation years commencing after May 25, 1976. 
Cl. (c)(iv)(B) formerly read: 


(B) the time immediately after the time the property referred 
to in paragraph (a) or (b) was disposed of. 
Subsec. 13(4) substituted by 1974-75-76, c. 26, subsec. 4(2), appli- 
cable in respect of amounts that become receivable after May 6, 
1974. Subsec. (4) formerly read: 


(4) Where an amount that would otherwise be included in 
computing the income of a taxpayer for a taxation year (here- 
inafter referred to as the “initial year”) by virtue of this sec- 
tion is 
(a) an amount payable, in respect of loss or destruction of 
property of a prescribed class, 


(i) under a policy of insurance, or 


(ii) otherwise as compensation for the property so 
lost or destroyed, or 


(b) an amount payable as compensation for property of a 
prescribed class taken under statutory authority or as the 
sale price of property sold to a person by whom notice of 
an intention to take it under statutory authority was 
given, 

the following rules apply: 


(c) the amount shall, to the extent that it has been ex- 
pended by the taxpayer 


(i) in the taxation year rigeciatels following the ini- 
tial year on acquiring property of the same class, 


(ii) in the taxation year immediately following the in- 
itial year on acquiring, if the property so lost, de- 
stroyed taken or sold was a building, a building of a 
prescribed class, or 


(iii) within a time certified by the Minister of Indus- ' 
try, Trade and Commerce to be a reasonable time 
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following the initial year, on acquiring, if the prop- 
erty so lost, destroyed, taken or sold was a vessel of a 
prescribed class, 


not be included in computing the income of the taxpayer 
for the initial year; and 


(d) the amount shall, to the extent that it has not been 
included in computing the income of the taxpayer for the 
initial year, be deemed to be proceeds of a disposition 
made, 


(i) in the case of a vessel, in the taxation year in 
which it is in whole or in part expended in accor- 
dance with paragraph (c), but only to the extent that 
it is so expended in that’ year and only if such year is 
within the time certified by the Minister of Industry, 
Trade and Commerce under subparagraph (c)(ii1), 
and 


(ii) in the case of any other property, in the taxation 
year immediately following the initial year 
of depreciable property of the taxpayer of the same class 
as the property so acquired. 
Selected Cases [subsec. 13(4)]: Posno v. The Queen, [1989] 2 
C.T.C. 234 (FCTD) (Aircraft acquired for personal use replacing 
one previously used in business within scope of provision). 
Interpretation Bulletins: IT-259R2: Exchanges of property; IT- 
267R2: CCA — vessels; IT-271R: Expropriations — time and pro- 
ceeds of disposition. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(4.1) Replacement for a former property — 
For the purposes of subsection (4), a particular de- 
preciable property of a prescribed class of a taxpayer 
is a replacement for a former property of the tax- 
payer if 
(a) it was acquired by the taxpayer for the same 
or a similar use as the use to which the taxpayer 
or a person related t to. ne taxpayer put the former 
property; 
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ing “used by the taxpayer or a person r 
same or a sitnilar use to which th 
the taxpayer put the former property. . 
payer is not nece sarily deni : 6 


(b) where the former property was used by the 
taxpayer or a person related to the taxpayer for 
the purpose of gaining or producing income from 
a business, the particular depreciable property 
was acquired for the purpose of gaining or pro- 
ducing income from that or a similar business or 
for use by a person related to the taxpayer for 
such a purpose; and 


(c) where the former property was taxable Cana- 
dian property (or would have been taxable Cana- 
dian property if the taxpayer were non-resident 
throughout the year in which the former property 
was disposed of and the former property were 
used in a business carried on by the taxpayer), the 
particular depreciable property was taxable Cana- 
dian property (or would have been taxable Cana- 
dian property if the taxpayer were non-resident 
throughout the year in which the particular prop- 
erty was acquired and the particular property 
were used in a business carried on by the 
taxpayer). 

Related Provisions: See Related provisions and Definitions at 

end of s. 13. 


History: Paras. 13(4.1)(a) to (c) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 9(1), paras. (4.1)(a), (b) applicable to disposi- 
tions of former properties occurring after July 13, 1990, and para. 
(c) applicable to property acquired as a replacement for a former 
property disposed of after April 2, 1990, other than a pone prop- 
erty disposed of 


(a) under an agreement in writing entered into before April 3, 
1990; or 


(b) pursuant to a written notice of an intention to take the prop- 
erty under statutory authority given before April 3, 1990 or for 
the sale price of the property sold to a person by whom such a 
notice was given before April 3, 1990. 


Paras. (a) to (c) formerly read: 


(a) it was acquired by the taxpayer for the same or a similar 
use as the use to which the taxpayer put the former property; 


(b) where the former property was used by the taxpayer for 
the purpose of gaining or producing income from a business, 
the particular depreciable property was acquired for the pur- 
pose of gaining or producing income from that or a similar 
business; and 
(c) where the taxpayer was not resident in Canada at the time 
the taxpayer acquired the particular depreciable property, in 
addition to the requirements in paragraphs (a) and (b), the 
particular depreciable property was taxable Canadian 
property. 
Pre-RSC History: Paras. 13(4.1)(a), (b) substituted by 1977-78, c. 
32, s. 2, applicable to dispositions of property after March 31, 1977. 


Subsec. 13(4.1) added by 1977-78, c. 1, subsec. 6(2), applicable to 
dispositions of property after March 31, 1977. 
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Interpretation Bulletins: IT-259R2: Exchanges of property. 


(5) Reclassification of property — Where one 
or more depreciable properties of a taxpayer that 
were included in a prescribed class (in this subsec- 
tion referred to as the “old class”) become included 
at any time (in this subsection referred to as the 
“transfer time’) in another prescribed class (in this 
subsection referred to as the “new class’), for the 
purpose of determining at any subsequent time the 
undepreciated capital cost to the taxpayer of depre- 
ciable property of the old class and the new class 


(a) the value of A in the definition “undepreciated 
capital cost” in subsection (21) shall be deter- 
mined as if each of those depreciable properties 
were 


(i) properties of the new class acquired before 
the subsequent time, and 


(ii) never included in the old class; and 


(b) there shall be deducted in computing the total 
depreciation allowed to the taxpayer for property 
of the old class before the subsequent time, and 
added in computing the total depreciation al- 
lowed to the taxpayer for property of the new 
class before the subsequent time, the greater of 


(1) the amount determined by the formula 


A-B 
where 


A is the total of all amounts each of which is 
the capital cost to the taxpayer of each of 
those depreciable properties, and 


is the undepreciated capital cost to the tax- 
payer of depreciable property of the old 
class at the transfer time, and 


(ii) the total of all amounts each of which is an 

amount that would have been deducted under 
paragraph 20(1)(a) in respect of a depreciable 

property that is one of those properties in 

computing the taxpayer’s income for a taxa- 
tion year that ended before the transfer time 

and at the end of which the property was in- 

cluded in the old class if 


(A) the property had been the only prop- 
erty included in a separate prescribed 
class, and 


(B) the rate allowed by the regulations 
made for the purpose of paragraph 20(1)(a) 
in respect of that separate class had been 
the effective rate that was used by the tax- 
payer to calculate a deduction under that 
paragraph in respect of the old class for the 
year. 

Related Provisions: 87(2)(d)(ii)(C) — Amalgamations — depre- 

ciable property. See additional Related provisions and Definitions at 

end Of saaiae 


History: Subsec. 13(5) amended by 1997, c. 25, subsec. 3(1), ap- 
plicable to properties of a prescribed class that, after 1996, become 
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included in ey of another prescribed class. Subsec. (5): for- 
merly read: 


(5) Transferred propery — Where depreciable property of © 
a taxpayer that was included in a prescribed class (in this sub- 
section referred to as the “former class”) has been transferred . 
to another prescribed class (in this subsection referred to as 
the “other class”), for purposes of determining the un- 
depreciated capital cost to the taxpayer of depreciable prop- 
erty of the former class ‘and of the other class at any time after 
the transfer | 


(a) the transferred property shall be deemed to be depre- 
ciable property of the other class acquired before that 
time and not depreciable property of the former-class ac- 
quired before that time; and 


(b) an amount equal to the greater of 


(i) the amount, if any, by which the capital cost to the 
taxpayer of the transferred property exceeds the un- 
depreciated capital cost to the taxpayer of deprecia- 
ble property of the former class immediately before 
the transfer, and 


(ii) the total of all amounts that would have been de- 
ducted by the taxpayer in respect, of the transferred 
property under paragraph 20(1)(a) in computing. the 
taxpayer’s income for taxation years ending before 
the transfer had that property been the only property 
included in a separate prescribed class and had the 
rate allowed by the regulations made under para-" 
graph 20(1)(a) in respect of that separate class been 
the effective rate that was used by the taxpayer to 
calculate a deduction under that paragraph in respect 
of the former class for taxation years at the end of 
which the transferred property was included in the 
former class 


shall be included in computing the total depreciation al- 
lowed to the taxpayer for property of the other class 
before that time and not included in computing the total 
depreciation allowed to the taxpayer for property of the 
former class before that time. 


Pre-RSC History: Subsec. 13(5) substituted by 1988, c. 55, sub- 
sec. 6(3), applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987. Subsec. (5) formerly 
read: 


(5) Where depreciable property of a taxpayer that was in- 
cluded in a prescribed class (hereinafter in this subsection re- 
ferred to as the “former class”) has been transferred to an- 
other prescribed class (hereinafter in this subsection referred 
to as the “other class”), for the purposes of paragraph (21)(f) 


(a) there shall be added to the capital cost to the taxpayer 
of depreciable property of the former class acquired 
before the transfer, the greater of 


(i) the amount, if any, by which the capital cost to the 
taxpayer of the transferred property exceeds the un- 
depreciated capital cost to him of depreciable prop- 
erty of the former class immediately before the trans- 
fer, and 


(ii) the aggregate of all: amounts that: would have 
been allowed to the taxpayer in respect of the trans- 
ferred property, if it had been a prescribed class, at 
the rate that was allowed to him in respect of prop- 
erty of the former class under: regulations. made 
under paragraph 20(1)(a) in computing income for 
the taxation years before the transfer; and 


(b) there shall be added to the total depreciation allowed 
to the taxpayer for property of the other class the greater 
of the amounts determined under subparagraphs (a)(1) 
and (ii). 
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Interpretation Bulletins: IT-190R2: CCA —transferred and 
misclassified property. 


Information Circulars: 84-1: Revision of capital cost.allowance 
claims and other permissive deductions. 


(5.1) Rules applicable — Where at any time in a 
taxation year a taxpayer acquires a particular prop- 
erty in respect of which, immediately before that 
time, the taxpayer hada leasehold interest that was 
included in a prescribed class, for the purposes of 
this section, section 20 and any regulations made 
under paragraph 20(1)(a), the following rules apply: 


(a) the leasehold interest shall be deemed to have 
been disposed of by the taxpayer at that time for 
proceeds of disposition equal to the amount, if 
any, by which: 


(i) the capital cost immediately before that 
time of the leasehold interest 


exceeds 


(11) the total of all amounts claimed by the tax- 
payer in respect of the leasehold interest and 
deductible under paragraph 20( 1)(a) in com- 
puting the taxpayer’ s income in previous taxa- 
tion years; 


(b) the particular property shall be deemed to be 
‘depreciable property of a prescribed class of the 
taxpayer acquired by the taxpayer at that time and 
there shall be added to the capital cost to the tax- 
payer of the property an amount equal to the cap- 
ital. cost referred’ to in subparagraph (a)(i); and 


(c) the total referred to in subparagraph (a)(ii) 
shall be added to the total depreciation allowed to 
the taxpayer before that time in respect of the 
class to which the particular property belongs. 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Pre-RSC History: Subsec. 13(5.1) added by 1977-78, c. 1, subsec. 
6(3), applicable in respect of acquisitions of property after March 
315° £977. 


Interpretation Bulletins: IT-464R: CCA — leasehold interests. 


(5.2) idem — Where, at any time, a taxpayer has ac- 
quired a capital property that is depreciable property 
or real property in respect of which; before that time, 
the taxpayer or any person with whom the taxpayer 
was not dealing at arm’s length was entitled to a de- 
duction in computing income in respect’ of any 
amount paid or payable for the use of, or the right to 
use, the depreciable property or real property and:the 
cost or the capital cost (determined without reference 
to this subsection). at that.time of the. property to the 
taxpayer is less than the fair market value thereof ,at 
that time determined without reference to any option 
with respect to that property, for the purposes of this 
section, section 20 and any regulations made under 
paragraph 20(1)(a),..the following rules..apply: 


(a) the property shall be deemed to have been ac- 
quired by the taxpayer at that'time at’a cost equal 
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to the lesser of 


(i) the fair market value of the property at that 
time determined without reference to any op- 
tion with respect to that property, and 


(ii) the total of the cost or the capital cost (de- 
termined without reference to this subsection) 
of the property to the taxpayer and all 
amounts (other than amounts paid or payable 
to a person with whom the taxpayer was not 
dealing at arm’s length) each of which is an 
outlay or expense made or incurred by the tax- 
payer or by a person with whom the taxpayer 
was not dealing at arm’s length at any time for 
the use of, or the right to use, the property, 


and for the purposes of this paragraph and sub- 
section (5.3), where a particular corporation has 
been incorporated or otherwise formed after the 
time any other corporation with which the partic- 
ular corporation would not have been dealing at 
arm’s length had the particular corporation been 
in existence before that time, the particular corpo- 
ration shall be deemed to have been in existence 
from the time of the formation of the other corpo- 
ration and to have been not dealing at arm’s 
length with the other corporation; 


(b) the amount by which the cost to the taxpayer 
of the property determined under paragraph (a) 
exceeds the cost or the capital cost thereof (deter- 
mined without reference to this subsection) shall 
be added to the total depreciation allowed to the 
taxpayer before that time in respect of the pre- 
scribed class to which the property belongs; and 


(c) where the property would, but for this para- 
graph, not be depreciable property of the tax- 
payer, it shall be deemed to be depreciable prop- 
erty of a separate prescribed class of the taxpayer. 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. | 


Pre-RSC History: Subsec. 13(5.2) added by 1980-81-82-83, c. 48, 
subsec. 5(2), applicable with respect to acquisitions of property oc- 
curring after December 11, 1979. 


Regulations: 1101(5g); Sch. [:Cl. 36 (property under 13(5.2)(c) 
deemed to be a separate class). 


Interpretation Bulletins: IT-233R: Lease-option agreements; 
sale leaseback agreements. 


Forms: T776: Statement of real estate rentals; T2083: Capital dis- 
positions supplementary schedules re: Real estate; T2085: Capital 
dispositions supplementary schedules re: Depreciable property. 


(5.3) Idem — Where, at any time in a taxation year, 
a taxpayer has disposed of a capital property that is 
an option with respect to depreciable property or real 
property in respect of which the taxpayer or any per- 
son with whom the taxpayer was not dealing at 
arm’s length was entitled to a deduction in comput- 
ing income in respect of any amount paid for the use 
of, or the right to use, the depreciable property or 
real property, for the purposes of this section, the 
amount, if any, by which the proceeds of disposition 


ve: 
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to the taxpayer of the option exceed the taxpayer’s 
cost in respect thereof shall be deemed to be an ex- 
cess referred to in subsection (1) in respect of the 
taxpayer for the year. 


Related Provisions: 49 — Options. See also Related provisions 
and Definitions at end of s. 13. 


Pre-RSC History: Subsec. 13(5.3) added by 1980-8 1-82-83, c. 48, 
subsec. 5(2), applicable with respect to dispositions occurring, after 
January 12, 1981. 


Interpretation Bulletins: IT-233R:. Lease-option agreements; 
sale leaseback agreements. 


Forms: 1776: Statement of real estate rentals. 


(5.4) ldem — Where, before the time of disposition 
of a capital property that was depreciable property of 
a taxpayer, the taxpayer, or any person with whom 
the taxpayer was not dealing at arm’s length, was en- 
titled to a deduction in computing income in respect 
of any outlay or expense made or incurred for the 
use of, or the right to use, during a:period of time, 
that capital property (other than an outlay or expense 
made or incurred by the taxpayer or a person with 
whom the taxpayer was not dealing at arm’s length 
before the acquisition of the property), except where 
the. taxpayer disposed of the property to a person 
with whom the taxpayer was not dealing at arm’s 
length and that person was subject to the provisions 
of subsection (5.2) with respect to the acquisition by 
that person of the property, the following rules 
apply: 
(a) an amount equal to. the lesser of 


(i) the total of all amounts (other than amounts 
paid or payable to the. taxpayer or a person 
with whom the taxpayer. was not dealing at 
arm’s length) each of which was a deductible 
outlay or expense made. or incurred before the 
time of disposition by the taxpayer, or by a 
person with whom the taxpayer was not deal- 
ing at arm’s length, for the use of, or the right 
to use, during the period of time, the property, 
and 


(ii) the amount, if any, by which the fair mar- 
ket value of the property at the earlier of 


(A) the expiration of the last period of time 
in respect of which the deductible outlay 
or expense referred to in subparagraph (i) 
was made or incurred, and 


(B) the time of the disposition 


exceeds the capital cost to the taxpayer of the 
property immediately before that time 


shall, immediately, before the time of the disposi- 
tion, be.added to the capital cost of the property 
to the person who owned the property at that 
time; and 


(b) the amount added to the capital cost to the 
taxpayer of the property pursuant to paragraph (a) 
shall be added immediately before the time of the 
disposition to the total depreciation allowed to 
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the taxpayer before that time in respect of the 
prescribed class to which the property belongs. 
Related Provisions: 13(5.5) — Lease cancellation payment 


deemed not to be made for the use of property. See additional Re- 
lated provisions and Definitions at end of s. 13. 


(5.5) Lease, cancellation payment — For the 
purposes of subsection (5.4), an amount’ deductible 
by a taxpayer under paragraph 20(1)(z) or (z:1) in 
respect of.a cancellation of a lease of property shall, 
for greater certainty, be deemed not to be an outlay 
or expense that was made or incurred by the tax- 
payer for the use of, or the right to use, the property. 
Related Provisions: See Related provisions and Definitions at 
end of s..13, 


Pre-RSC History: Gubsees 13(5. 4), (5. 5) added by. 1980-81-82- 
83, c. 140, subsec. 6(1), applicable with respect to property owned 
by a taxpayer after November 12, 1981. 


(6) Misclassified property — Where, in calculat- 
ing the amount of a deduction allowed to a taxpayer 
under subsection 20(16) or regulations made for the 
purposes of paragraph 20(1)(a) in respect of depre- 
ciable property of the taxpayer ofa prescribed class 
(in this subsection referred to as the “particular 
class”), there has been added to the capital cost to 
the taxpayer of depreciable property. of the particular 
class the capital cost of depreciable property. (in this 
subsection referred to as “added property’’) of an- 
other prescribed class, for the purposes of this sec- 
tion, section 20 and any regulations made. for the 
purposes of paragraph 20(1)(a), the added property 
shall, if the Minister so directs with respect to any 


taxation year for which, under subsection 152(4), the | 


Minister may make any reassessment or additional 
assessment or assess tax, interest or penalties under 
this Part, be deemed to have been property of the 
particular class.and not of the other class at all times 
before the beginning of the year and, except.to. the 
extent that the added property or any part thereof has 
been disposed of by the taxpayer before the begin- 
ning of the year, to have been transferred from the 
particular class to the other class at mg Gegimune of 
the year. 


Related ‘Provisions: See: hee provisions and’ Definitions at 
end of-s. 13, 


History: Subsec. 13(6) ‘substituted by 1994, ¢. 7, Schall (99Tyc. 
49), subsec. 9(2), applicable‘ after April 19, 1983. Subsec. (6) for- 
merly read: 


(6) Where, in calculating the amount of a deduction allowed 
to a taxpayer under subsection 20(16) or regulations made 
under paragraph 20(1)(a) in respect of depreciable property of 
the taxpayer of a prescribed class, there has been added to the 
capital cost to the taxpayer of depreciable property of that 
class the capital cost of depreciable property (in this subsec- 
tion referred to as “added property’) of another prescribed 
class, for the purposes of this section, section 20 and any reg- 
ulations made under patagraph 20(1)(a) the added property 
shall, if the Minister so directs with reference'to any taxation 
year for which, within the time specified in paragraph 
152(4)(a) or (b), the Minister may make any reassessment.or 
additional assessment or.assess tax, interest or penalties under 
this Part as the circumstances require, be deemed.to have 
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been property of the first-mentioned class and not of the other 
class at all times before the commencement of that year and, 
except to the extent that that property or any part thereof has 

_ been disposed of by the taxpayer before the commencement 
of that year, to have been transferred from the first-mentioned ” 
class to the other class at the commencement of that year. 


Pre-RSC History: Subsec. 13(6) substituted by 1977-78, c. 1, 
subsec. 6(4), applicable to taxation years commencing after May 25, 
1976 and ending after March 31, 1977. Subsec. (6) formerly read: 


(6) Where, in calculating the amount of a deduction allowed 
to a ‘taxpayer under regulations made under paragraph 
20(1)(a) in respect of depreciable property of the taxpayer of 
a prescribed class, there has been added to the capital cost to 
the taxpayer of depreciable property of that class. the capital 
cost of depreciable property (hereinafter in this subsection re- 
ferred to as “added property”) of another prescribed class, for 
the purpose of this section and regulations made’ under para- 
graph:20(1)(a) the added property shall, if the Minister so di- 
rects with reference to any taxation year for which, within the 
time specified in paragraph 152(4)(a) or (b), the Minister may 
maké any reassessment or additional assessment or assess tax, 
interest or’ penalties. under this Part as the circumstances re- 
quire, be deemed to:have been property of the first-mentioned 
class and not of the other class at all times before the com- 
mencement of that year and, except: to the extent that that 
property or any part thereof has been disposed of by the tax- 
payer before the commencement of that year, to have been 

“ transferred from the first-mentioneéd class to the othér class at 
the commencement of that year. 


Interpretation Bulletins: IT-190R2: + te agi and 
misclassified property. 


Information Circulars: 84-1: Revision of capital cost allowance 
claims and other permissive deductions. 


(7) Rules applicable — Subject to subsection 
70(13), for the purposes of paragraphs 8(1)(j) and 
(p), this section, section 20 and any regulations made 
for the purpose: of paragraph. 20(1)(a), 

History: The opening words of subsec. 13(7) substituted by 1994, 
ce. 21, subsec. 7(1), applicable after 1992.:The opening words for- 
merly read: 


(7) For the purposes of paragraphs 8(1)(j) and (p), this sec- 
tion, section 20 and any regulations made under paragraph 
20(1)(a), the following rules apply: 


Pre-RSC History: That portion of subsec. 13(7) preceding para. 

(a) amended by 1988, c. 55, subsec. 6(4), to add réference to paras. 

8(1)G). and. (p), applicable with respect to changes in use occurring 
after April 1988. 


That portion ‘of subsec. 13(7) Titoli para. (a) substituted by 
1977-78, c. 1, subsec. 6(4), to add reference to section 20, applica- 
ble to. taxation years commencing ae May 25, 1976 and ending 
after March 31, 1977. OTE AS 


(a) [change in use] — where a taxpayer, hav- 
ing acquired property for the purpose of gaining 

or producing income, has begun at a later time to 
use it for some other purpose, the taxpayer shall 
be deemed to have disposed of it at that later time 

’ for proceeds of disposition equal to its fair market 
value at that time and to have reacquired it imme- 
diately thereafter at a cost equal to that fair mar- 
ket value; 


Related Provisions: 13(9) — Gaining or producing income; 
45 — Change in, use rules — capital property. See additional Re- 
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lated provisions at end of s. 13. 

History: Para. 13(7)(a) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 9(3), applicable to changes in use occurring after May 
22, 1985, except that in applying para. (a), to changes 1 in use occur- 
ring before May 1988, it shall be read as follows: ° 


(a) where a taxpayer, having acquired property for the pur- 
pose of gaining or producing income therefrom or for the pur- 
pose of gaining or producing income from a business, has be- 
gun at a later time to use it for some other purpose, the 
taxpayer shall be deemed to have disposed of it at that later 
time for proceeds of disposition equal to its fair market value 
at that time and to have. reacquired it immediately thereafter 
at a cost equal to that fair market value; 


Para. (a) formerly read: 


(a) where a taxpayer, having acquired property for the pur- 
pose of gaining or producing income, has commenced at a 

-later.time to use it for some other purpose, the taxpayer shall 
be deemed to have disposed of it at that later time at its fair 
market value at that later time; 


Pre-RSC History: Para. 13(7)(a) amended by 1988, c. 55, subsec. 
6(4), to substitute, “gaining or producing income” for “gaining or 
producing income therefrom, or for the purpose of gaining or pro- 
ducing income from a business”, applicable with seein: to: changes 
in use occurring after April 1988. 


Interpretation Bulletins: IT- S25R: Performing artists. 


(b) [change in use] — where a taxpayer, hav- 
ing acquired property for some other purpose, has 
begun at a later time to use it forthe purpose. of 
gaining or producing income, the taxpayer shall 
be deemed to have acquired it at thatater time at 
a capital cost to the taxpayer equal to the lesser of 


(i) the fair market value of the property at that 
later time, and 


(ii) the total, of 


(A) the cost to the povenvert “af the property 
at that later time determined without refer- 
ence to this paragraph, paragraph (a) and 
subparagraph (d)(ii), and 


(B) */4 of the amount, if any, by which 


(I) the fair market value of the property 
at that later time 


exceeds the total of 


(II) the cost to the taxpayer of the prop- 
erty as determined under Sesh a 
and 


(IML) “3 of the- amount deducted by the 
taxpayer under section 110.6 in respect 
of the amount, if any, by which-the fair 
market value of the property at that 
later time exceeds the cost to the tax- 
payer of the property as determined 
under clause (A); | 
Related Provisions: 13(7)(e) — Rules applicable;.13(9) —.Gain- 
ing or producing income; 45 — Change in use rules — capital prop- 
erty; 70(12) — Capital cost of depreciable property on death; 


248(1) — “cost amount’(a). See additional Related provisions and | 


Definitions at end of s. 13. 


History: Para. 13(7)(b) substituted by 1994, c. 7; Sch. II (1991, c. 
49), subsec. 9(3), applicable to changes in use occurring after May 


74 


22, 


1985, except that in applying cl. 13(7)(b)(ii)(B), 

(i) to changes in use of property by a person or partnership in 
taxation years and fiscal periods ending before 1988, the refer- 
ences therein to ““/s” and ““/; of” shall be read as references to 
“Ih” and “2 times”, respectively, 

(ii) to changes in use of property by an individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 
before 1990, the references therein to ““/4’” and: ‘“*/3” shall be 


read as references to “7/3” and ““/2”, respectively, 


(iii) to changes in use of property by a corporation in taxation 


_ years ending after 1987 and beginning before 1990. throughout 


which the corporation was a Canadian-controlled private corpo- 


_tation, the reference therein to “’/s” shall, in respect of the cor- 


and 


poration for the year, be read as a reference to the fraction de- 
termined ‘as the total of 


(A) the proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days’ in the year, 


(B) the proportion of 7/ that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(C) the proportion of */4 that the bet of days.j in the year 
that are after 1989 is of the number of days in the year, 


(iv) to changes in. use of property by a corporation in taxation 
years ending after 1987 and beginning before 1990 where 
throughout the year the corporation was. not a Canadian-con- 
trolled private corporation, the reference therein to “°/” shall, in 


_ respect of the corporation for the year, be read as a reference to 


the fraction determined as the total of 


(A) the proportion of '/ that the number af days in the year 
that are before ich 1988" is of the number of vo in ah 
year, ' 


~ (B) the proportion of 7/3 that the number of days in the year 
that are after June 1988 and before iia is of the numberof 
- days in the year, and 


(C) the proportion of 7/4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Para. (b) formerly read: 


(b) where a taxpayer, having acquired: property for some 
other purpose, has commenced at a later time to use it for'the 
purpose of gaining or producing income, the taxpayer shall be 
deemed to-have acquired it at that later time at a capital cost 
to.the taxpayer equal to the lesser of | 


(i) its fair market value at that later time, and 
(i) the total of 


(A) its cost to the taxpayer at that later time deter- 
mined without reference to this paragraph, paragraph. 
(a) and subparagraph (d)(ii), and 


(B) */4 of the amount, if any, by which 


(1) the fair market value of the es at that 
later time 
exceeds the total of 

(II) the cost to the taxpayer of the property im- 
mediately before that later time, and 

(IIT) “4 of the amount deducted by the taxpayer 
under section 110.6 in respect of the amount, if 
any, by which the fair market value of the prop- 
erty at that later.time exceeds the cost to the tax- 


payer of the property Y EIN before that 
later time; 


Pre-RSC - History: That portion of para. 13(7)(b) pees sub- 


para. (i) amended by 1988, c. 55, subsec. 6(5), to substitute, “‘gain- 
ing or producing income” for “gaining or producing income there- 
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from, or for the purpose of gaining” or producing income from a 
business”, applicable with respect to changes in use occurring after 
April 1988. 


Cl. 13(7)(b)(ii)(B) ‘substituted by 1988, c. 55, subsec. 6(6), applica- 
ble (by subsec. 6(23), as amended by 1991, c. 49, s. 239, deemed to 
have come into force September 13, 1988) with respect to acquisi- 
tions of property occurring after May 22, 1985, other than acquisi- 
tions occurring before 1986 pursuant to an agreement in writing en- 
tered into before May 23, 1985, except that in applying clause 
13(7)(b)Gi)(B) ; 


(a) to changes in use of property by a person or partnership in 
taxation years and fiscal.periods ending before 1988, the refer- 
ences therein to ““/s” and “4/s of’ shall be read. as references. to 
“l/>” and “2 times”, respectively; 


(b) to changes in use of property by an individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 
before 1990, the references therein to “3/4” and “4/;” shall be 
read as references to “%/” and “3h”, respectively; 


(c) to changes in use of property by a corporation in taxation 
years ending after 1987 and. commencing before 1990 through- 
out which the corporation was a Canadian-controlled private 
corporation, the reference therein to ““/s” shall, in respect of the 
corporation for the year, be read’ as a reference to the fraction 
détermined as the aggregate of 


@ that proportion of ' that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


__ Gii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(d) to changes in use of property .by a corporation in taxation 
years ending after 1987 and commencing before 1990 where at 
any time in the year the corporation was not a Canadian-con- 
trolled private corporation, the reference therein to ““/4” shall, in 
respect of the corporation for the year, be readas a reference to 
the fraction determined as the’ aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that! are before July sien is of the number of days in the 
year, 


(ii) that proportion of %4 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and » 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Cl. (ii)(B) formerly read: 


(B) ¥2 of the amount, if any, by which his proceeds of dispo- 
sition of the property exceeds the cost to him of the property 
immediately before that later time to the extent that it can be 
established that no deduction: under: section 110.6, was 
claimed by. him in respect of that amount; 


Para. 13(7)(b) amended by 1986, c. 6, subsec. 8(1), to idibstitite “a 
capital cost to him equal to the lesser of’.and.new subparas. (i) and 
(ii) for the words “‘its fair market value at that time”, applicable with 
respect to property acquired after May 22, 1985 other than property 
acquired before 1986 pursuant to an agreement in writing entered 
into before May 23, 1985. 


Interpretation Bulletins: IT-148R2: Recreational properties and 
club dues; IT-160R3: Personal use of ‘aircraft; IT-209R: Inter-vivos 
gifts of capital property to individuals directly or through trusts; IT- 
525R: Performing artists. 


(c) [partial use to produce income] — 


where property has, since it was acquired by a 
taxpayer, been regularly used in’ part for the pur- 
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pose of gaining or producing income and in part 
for some other purpose, the taxpayer shall be 
deemed to have acquired, for the purpose of gain- 
ing or producing income, the proportion of the 
‘property that the use regularly made of the prop- 
_ erty for gaining or producing income is of the 
whole use regularly made of the property at a 
capital cost to the taxpayer equal to the same pro- 
~ portion of the capital cost to the taxpayer of the 
whole property and, if the property has, in such a 
case, been disposed of, ‘the proceeds of disposi- 
tion of the proportion of the property deemed to 
have been acquired for gaining or producing in- 
come shall be deemed to be the same proportion 
of the proceeds’ of disposition of the whole 
property; } 220 
Related Provisions: 13(9) — Gaining or producing income. See 
additional, Related provisions and Definitions at end of s. 13. 
History: Para. 13(7)(c) amended by 1994,)c. 7; SchriII (1991, c. 
49), subsec. 9(4), to substitute “where property has”. for “where 
property (other. than. a motor vehicle. in respect of. which section 
67.3 applies) has”, applicable with respect to changes.) in use occur- 
ring after April 1988. 


Pre-RSC History: Para. 13(7)(c) a neitien by 1988, c, "55, subsec. 
6(7), to add “(other than a motor vehicle in respect of which section 
67.3 applies)” and to substitute “gaining or producing income” for 
“gaining or producing income therefrom or for the purpose of gain- 
ing or producing income from a‘ business”, applicable with respect 
to changes in use occurring after April 1988. 

Interpretation Bulletins: IT-148R2: Recreational .properties; and 
club dues; IT-160R3: Personal use of aircraft; IT-217R: Depreciable 
property owned on: December 31, 1971; IT-525R: oe is 
artists. 


(d) [partial arangert in use] — oli: at any 
time after a taxpayer has acquired property, there 
has been a change in the relation between the. use 
regularly made by the taxpayer of the property 
_for gaining or producing income and the. use reg- 
ularly made of the property for other purposes, 


 -G@) if the use regularly made by the taxpayer of 

the property for the purpose of gaining! or pro- 
‘ducing income has increased, the taxpayer 
shall be deemed to have acquired at that time 
depreciable property of that class at a sae 
cost equal to the total of . 


(A) the proportion of the lesser of 
(1) its fair market value at that time, and 


(II) its cost to the taxpayer at that time 
determined without reference to this 
subparagraph, subparagraph Gi) and 
paragraph (a) 
that the amount of the increase in the use 
regularly made by the taxpayer of, the 
property, for that purpose is of the whole-of 
the use regularly made of the property, and 


(B) */4 of the amount, if any, by which 


(I) the amount deemed under subpara- 
graph 45(1)(c)(ii) to be the taxpayer’s 
proceeds of disposition of the property 
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in respect of the change 
exceeds the total of’ 


(II) that proportion of the cost to the 
taxpayer of the property as determined 
under subclause (A)TD) that the amount 
of the increase in the use regularly 
made by the taxpayer of the property 
for that purpose is of the whole of the 
use regularly made of the property, and 


(II) “3 of the amount deducted. by the 
taxpayer under section 110:6 in respect 
of the amount, if any, by which the 
amount determined under subclause (I) 
exceeds the amount determined under 
subclause (II), and 


(ii) if the use regularly made of the property 
for the purpose of gaining or producing in- 
come has decreased, the taxpayer shall be 
deemed to have disposed at that time of depre- 
ciable property of that class and the proceeds 
of disposition shall be deemed to be an 
amount equal to the proportion of the fair 
market value of the property as of that time 
that the amount of the decrease in the use reg- 
ularly made by the taxpayer of the property 
for that purpose is of the whole use regularly 
made of the property; 


Related Provisions: 13(4) — Exchange of property; 13(7)(e)— 
Rules applicable; 13(9) — Gaining or producing income; 44(1) — 
Exchanges of property; 45(1)(c) — Partial change in use of capital 
property; 45(2) — Election where change in use; 70(12) — Capital 
cost. of depreciable property on death; 248(1)“cost. amount’ (a) — 
Application of 13(7) to determination of cost amount; 256(6) — 
Controlled corporation. See additional Related proyigious and Defi- 
nitions at end of s. 13. 


History: Subcls. 13(7)(d)(@)(B)UD), (I) substituted by 1994, c. 7, 
Sch. IT (1991, c. 49), subsec. 9(5), applicable to changes in use oc- 
curring after May 22, 1985, except that in applying subcl.(HID 


(a) to changes in use of property by a person or partnership in 
taxation years and fiscal periods ending before 1988, the refer- 
ence therein to “4/3 of’ shall be read as a reference to “2 times”, 
and 


‘(b) to changes in use of property by..an individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 
before 1990, the reference therein to ““/;” shall be read as a ref- 
erence to [3/2 


Subcls. (d)(i)(B)U1), (IID formerly read: 


(II) the cost to the taxpayer of the property immediately 
before that time, and 


(IL) “s of the amount deducted by the taxpayer under section 
110.6 in respect of the amount, if any, by which the amount 
determined under subclause (I) exceeds the cost to the tax- 
payer of the property immediately before that time, and 


Pre-RSC History: Cl. 13(7)(d)()(B) ‘substituted by 1988, c. 55, 
subsec. 6(8), applicable (by subsec. 6(23), as amended by 1991, c. 
49, s. 239, deemed to have come into force September 13, 1988) 
with respect to acquisitions of property occurring after May 22, 
1985, other than acquisitions occurring before 1986 pursuant to an 
agreement in writing entered into before May 23, 1985, except that 
in applying clause 13(7)(d)(i)(B) 


(a) to changes in use of property by a person or partnership in 
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taxation years and fiscal periods ending before 1988, the refer- 
ences therein to “/4”, and “Y/s of” shall be read as, references to 
“/” and “2 times”, respectively; 


(b) to changes'in use of property by an individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 
before 1990, the references therein to “/4” and, ‘“/;” shall be 
read as references to “7/3” and ““/2”, respectively; 


(c) to changes ‘in use of property by a corporation in taxation 
years ending after 1987 and commencing before 1990 through- 
out which the corporation was a Canadian-controlled private 
corporation, the reference therein to “¥4’;shall, in respect of the 
corporation for the year, be read as a reference-to the:fraction 
determined as the aggregate of 


(1) that proportion of '/: that the number of days in the year 
that are before 1988: is of the number of days in the year, 


(it) that proportion of 7/ that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


" (iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(d) to changes in use of property. by a corporation in taxation 
years ending after 1987 and commencing before.1990 where at 
any time in the year the corporation. was not a Canadian-con- 
trolled private corporation, the reference therein to ““/4” shall, in 
respect of the corporation for the year, be read as a reference to 
the fraction determined as the aggregate of 


(i) that proportion of '/ that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, , 

(ii) that proportion of 7/ that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and.’ 

(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Cl. (d)G)(B) formerly read; 


(B) '2 of the amount, if any, by which his proceeds of dispo- 
sition of the property exceeds the cost to him of the property 
immediately before that time to the extent that it can be estab- 
lished that no deduction under section 110.6 was claimed by 
him in respect of that amount, and 


Subpara. 13(7)(d)@) amended by: 1986, €.26} dilecke’ 8(2); to substi- 
tute the words “equal to the aggregate of’ and clauses (A) and (B) 
for the words “equal to the proportion of the fair market value of the 
property as of that time that the amount of the increase in the use © 
regularly made by him of the property for that purpose is of the 
whole use regularly made of the property”, applicable with respect 
to property acquired after May 22, 1985, other than property ac- 
quired before 1986 pursuant to an agreement entered into before 
May 23, 1985. 


Interpretation Bulletins: IT-160R3: Personal use of aitcraft; IT- 
209R: Inter-vivos gifts of capital property to individuals directly or 
through trusts. 


(e) [non-arm’s length acquisition] — not- 
withstanding any other provision of this Act ex- 
cept subsection 70(13), where at a particular time 
a person or partnership (in this paragraph referred 
to as the “taxpayer’’) has, directly or indirectly, in 
- any. manner whatever, acquired (otherwise than 
-.as a consequence of the death of the transferor) a 
depreciable property (other than a timber re- 
source property) of:a prescribed class froma per- 
son or partnership with whom the taxpayer did 
not deal at»arm’s length (in this. paragraph re- 
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ferred to as the “transferor”’) and, immediately 
before the transfer, the property was a capital 
property of the transferor, 


transferor’s proceeds of disposition of the 
property exceed the cost or capital ‘cost, as 
the case may be, to the transferor immedi- 


(i) where the transferor was an individual resi- 
dent in Canada or a partnership any member 
of which was eitheran individual resident in 
Canada or another partnership and the cost of 
the property to the taxpayer at the particular 
time determined without reference to this par- 
agraph exceeds the cost, or where the property 
was depreciable property, the capital cost of 
the property to the transferor immediately 
before the transferor disposed of it, the capital 
cost of the property to the taxpayer at the par- 
ticular time shall be deemed to be the amount 
that is equal to the total of 


(A) the cost or capital cost, as the case may 
be, of the property to the transferor imme- 
diately before the particular time, and 


(B) */4 of the amount, if any, by which 


(1) the-transferor’s proceeds of disposi- 
tion of. the property 


exceed the total of 


(II) the cost or capital cost, as the case 
may be, to the transferor immediately 
before the particular time, 


(II) “/3 of the amount deducted by any 
person under section 110.6.in respect of 
the amount, if any, by which the 
amount determined under subclause (I) 
exceeds the amount determined under 
subclause (II), and 


([V) the amount, if any, required by 
subsection 110.6(21) to be deducted in 
computing the capital cost to the. tax- 
payer of the property at that time 


and, for the purposes of paragraph (b) and 
subparagraph (d)(i), the cost of the property to 
the taxpayer shall -be deemed to be the same 
amount, . 


(ii) where the transferor was. neither an indi- 
vidual resident in Canada nor a partnership 
any member of which was either an individual 
resident in Canada or another partnership and 
the cost of the property to the taxpayer at the 
particular time determined without reference 
to this paragraph exceeds the cost, or where 
the property was depreciable property, the 
capital cost of the property to the transferor 
immediately before the transferor disposed of 
it, the capital cost of the property to the tax- 
payer at that time shall be deemed to be the 
amount that is equal to the total of 


(A) the cost or capital cost, as the case may 
be, of the property to the transferor imme- 
diately before the particular time, and 


(B). /4 of the amount, if any, by which the 
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ately before the particular time 


and, for the purposes of paragraph (b) and 
subparagraph (d)(i), the cost of the property to 
the taxpayer shall be deemed to be the same 
amount, and 


(iii) where the cost or capital cost, as the case 
may be, of the property to the transferor im- 
mediately before the transferor disposed. of it 
exceeds the capital cost of the property to. the 
taxpayer at that time determined without ref- 
erence to this paragraph, the capital cost of the 
property to the taxpayer at that time shall be 
deemed to be the amount that was the cost or 
capital cost, as the case may be, of the prop- 
erty to the transferor immediately before the 
transferor disposed of it and the excess shall 
be deemed to have been allowed to the tax- 
payer in respect of the property under regula- 
tions made under paragraph 20(1)(a) in com- 
puting the taxpayer’s income for taxation 
years ending before the acquisition of the 
property by the taxpayer; 
Related Provisions: 13(7)(e.1) — Where election made to trig- 
ger capital gains exemption; 13(7.3) — Control of corporations by 
one trustee; 13(21.2) — Transfer of property where u.c.c. exceeds 
fair market value; 70(12) — Capital cost of depreciable property on 
death; 85(5) — Similar rule on section 85 rollover; 85(5.1) — 
Transfer of depreciable property with value less than u.c.c. to con- 
trolled corporation or partnership; 97(4) — Transfer of depreciable 
property to partnership; 248(8) — Occurrences as a consequence of 
death; 256(6) —.Controlled corporation. See additional Related pro- 
visions and Definitions at end of s. 13. 


History: Subcl. 13(7)(e)G)(B)(IV) added by 1995, c. 3, subsec. 
4(1), applicable to 1994 et seq. 


The opening words of para. 13(7)(e) substituted by 1994, c. 21, sub- 
sec. 7(2), applicable after 1992. The opening words formerly read: 


(e) notwithstanding any other provision of this Act, where at 
a particular time a person or partnership (in this paragraph 
referred to as the “taxpayer”) has, directly or indirectly, in 
any manner whatever, acquired (otherwise than as a conse- 
quence of the death of the transferor) a depreciable property 
(other than a timber resource property) of a prescribed class 
from a person or partnership with whom the taxpayer did not 
deal at arm’s length (in this paragraph referred to as the 
“transferor”) and the property was a capital property of the 
transferor, 


That portion of para. 13(7)(e) preceding subpara. (i) amended by 
1994) c. 7, Sch. II (1991, c. 49), subsec. 9(6), applicable to property 
acquired after May 22, 1985. That portion formerly read: 


(e) notwithstanding any other provision of this Act, where at 
a particular time a person or partnership (in this paragraph 
referred to as the “taxpayer”) has, directly or indirectly, in 
any manner whatever; acquired a depreciable property of a 
prescribed class from. a person or partnership with whom the 
taxpayer did not deal at arm’s length (in this paragraph re- 
ferred to as the “transferor”) and the property was a capital 
property of the transferor immediately before the particular 
time, 


Pre-RSC. History: Cl. 13(7)(e)(i)(B) substituted, (e)(ii)(B) 
amended to substitute .‘/s” for “'/2”, by 1988, c. 55, subsecs. 6(9), 
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(10), applicable (by subsec. 6(23.1), as added by 1991, c. 49, s. 239, 
deemed to have come into force September 13,:1988) with respect 
to acquisitions of property occurring after May 22, 1985, other than 
acquisitions occurring before 1986 pursuant to an agreement in 
writing entered into before May 23, 1985, except that in applying 
cls. 13(7)(e)G)(B) and (ii)(B) 


(a) to acquisitions of property from a person or partnership in 
taxation years and fiscal periods ending before 1988, the refer- 
ences therein to ““/s” and ““/s of” shall be read as references to 
“If” and “2 times”, respectively, 


(b) to acquisitions of property from an individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 
before 1990, the references therein to ‘“?/s”° and ‘“4/” shall be 
read as references to “3” and ““/2”, respectively; 


(c) to acquisitions of property from a corporation in taxation 
years ending after 1987 and commencing before 1990 through- 
out which the corporation was a Canadian-controlled private 
corporation, the references therein to “?/s” shall be read as refer- 
ences to the fraction determined.as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in;the year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(d) to acquisitions of property by a corporation in taxation years 
ending after 1987 and commencing before 1990 where at. any 
time in the year the corporation. was not a Canadian-controlled 
private corporation, the references therein to “V/s” shall be read 
as references to the fraction determined as the aggregate of. 


(i). that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number-of days in the 
year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after June 1988 and before 1990 is of the numberof 
days in the year, and » 


(iii) that proportion of 3/4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Cl. (e)(i)(B) formerly read: 


(B) '/ of the amount, if any, by which the transferor’s pro- 
ceeds of disposition of the property exceeds the cost or capi- 
tal cost; as the case may be, to the transferor immediately 
before that time to the extent that it can be established that no 
deduction under section 110.6 was claimed by any person in 
respect of that amount 


Para. 13(7)(e) added by 1986, ¢. 6, subsec. 8(3), applicable with re- 
spect to property acquired after May 22, 1985 other than property 
acquired before 1986 pursuant to an agreement in writing, entered 
into before May 23, 1985. 


Pre-RSC History [former para. 13(7)(e)]: Former para. 
13(7)(e) repealed by 1976-77, c..4, subsec. 3(4), applicable for. the 
purpose of determining the, undepreciated capital cost to a taxpayer 
of depreciable property of a prescribed class at any time after May 
25, 1976. Para. (e) formerly read: . 


(e) notwithstanding paragraph (21)(f), 


(i) the undepreciated capital cost referred to in subpara- 
graph 44(1)(c)(1i) shall be determined after giving effect 
to the disposition of the former property referred to in 
subsection 44(1), and 


(ii) the undepreciated capital cost immediately before the 
time determined under clause (4)(c)(iv)(B) of the class of 
property to which the replacement property referred fo in’ ” 
paragraph (4)(c) belongs shall be determined after giving 
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effect to 


(A) the disposition of the former property referred to 
in subsection 44(1), and 

(B) the reduction, referred to in paragraph 44(1)(b), 
in the capital cost of that replacement property. 


Para\'13(7)(e) substituted by 1974-75-76, c. 26, subsec. 6(3), appli- 
cable after May 6, 1974. Para. (e) formerly read: 
_(e) where a taxpayer has received or is entitled to receive 
from a government, municipality or other public authority, in 
,tespect of or for the acquisition of property, a grant, subsidy 
or other assistance other than an amount authorized to be paid 
under an Appropriation Act and on terms and conditions ap- 
proved by the Treasury Board for the purpose of advancing or 
sustaining the technological capability of Canadian manufac- 
turing or other industry, the capital cost of the property shall 
be deemed to be the capital cost thereof to the taxpayer minus 
the amount of the grant, subsidy or other assistance. 


Regulations: 1102(14) — Class of property preserved on non- 
arm’s length acquisition. . 


Interpretation Bulletins: IT-209R: Inter-vivos. gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971. 


(e.1) [capital gains exemption election] — 
where a taxpayer is deemed by paragraph 
110.6(19)(a) to have disposed of and reacquired a 
property that immediately before the disposition 
was a depreciable property, the taxpayer shall be 
deemed to have acquired the property from him- 
self, herself or itself and, in so having acquired 
the property, not to have been dealing with him- 
self, herself or itself at arm’s length; 


Related Provisions: 69(1) — Effect of acquiring property not at 


_ arm’s length. 
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History: Para. 13(7)(e.1) added by 1995, c. 3, subsec. 4(2), applica- 
ble to 1994 et seq. 


Regulations: 1102(14) — Class of property preserved on deemed 
reacquisition. 

(f) [change in control or in exempt sta- 

tus] — where a corporation is deemed under par- 

agraph 111(4)(e) or 149(10)(b) to have disposed 

of and reacquired depreciable property (other 

than a timber resource property); the capital cost 

to the corporation of the property at the time of 

_the reacquisition shall be deemed to be the 
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(i) the capital cost to the corporation of the 
property at the time of the disposition, and 


(ii) */4 of the amount, if any, by which the cor- 

poration’s proceeds of disposition of the prop- 

erty exceed the capital cost to the corporation 

of the property at the time of the disposition; 
Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


History: That portion of para. 13(7)(f) preceding subpara. (i) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 9(7), to substi- 
tute “deemed under” for “deemed by” and to add “(other than a tim- 
ber resource property)”, applicable to property acquired after May 
22, 1985. 


Pre-RSC History: Subpara. 13(7)(f)(ii) amended by 1988, c. 55, 
subsec. 6(11), to substitute “4/4” for “'/”, applicable where control of 
a corporation is acquired by a person or group of persons after Janu- 
ary 15, 1987 and where, after June 5, 1987, a corporation becomes 
or ceases to be exempt from tax under Part I of the Act on its taxa- 
ble income, except that where control of a corporation is acquired or 
a corporation becomes or ceases to be exempt from tax under Part I 
of the Act on its taxable income in a taxation year ending after 1987 
and commencing before 1990, the reference to ““/,” in subparagraph 
13(7)(f)Gi) shall, in respect of the corporation for the year, be read 
as a reference to the fraction determined as the aggregate of 


(a) where the corporation is a Canadian-controlled private cor- 
poration throughout its taxation year, 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/ that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */4 that the number.of days in the year 
that are after 1989 is of the number of days in the year, and 


(b) where the corporation is a corporation that was not a Cana- 
dian-controlled private corporation throughout its taxation year, 


(i) that proportion of 1/2 that the number of days in the year 

that are before July 1988 is of the number of days in the 

year, 

(ii) that proportion of 7/ that the number of days in the year 

that are after June 1988 and before 1990 is of the number of 

days in the year, and 

(iii) that proportion of */s that the number of days in the year 

that are after 1989 is of the number of days in the year. 
Para. 13(7)(f) added by 1987, c. 46, subsec. 4(1), applicable retroac- 
tively where control of a corporation is acquired by a person or 
group of persons after January 15, 1987 and where, after June 5, 
1987, a corporation becomes or ceases to be exempt from tax under 
Part I of the Act on its taxable income. 
Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 


(g) {luxury automobile] — where the cost to a 
taxpayer of a passenger vehicle exceeds $20,000 
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or such other amount as may be prescribed, the 
capital cost to the taxpayer of the vehicle shall be 
deemed to be $20,000 or that other prescribed 
amount, as the case may be; and 
Related Provisions: 13(2) — No recapture on luxury automo- 
bile; 13(7)(h) — Where vehicle acquired not at arm’s length; 
20(16.1) — No terminal loss on luxury automobile; 67.2 — Limita- 
tion on interest expense; 67.3 — Limitation on leasing cost; 
85(1)(e.4) — Transfer of property to corporation by shareholders; 
Reg. 1100(2.5) — 50% CCA in year of disposition. 
Regulations: 1101(laf) (separate class); 7307(1) (prescribed 
amount); Sch. II:Cl. 10.1 (class for CCA), °°” 
Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed. individuals. 


(h) [luxury automobile — non-arm’s length 
acquisition] — notwithstanding paragraph (g), 
where a passenger vehicle is acquired by a tax- 
payer at any time from a person with whom the 
taxpayer does not deal at arm’s length, the capital 
cost at that time to the taxpayer of the vehicle 
shall be deemed to be the least of 


(i) the fair market value of the vehicle at that 
time, 


(ii) the amount that immediately before that 
time was the cost amount to that person of the 
vehicle, and 


(iii) $20,000 or such other amount: as is 
prescribed. 
Related Provisions: 20(16.1) — Terminal .loss;. 67.4 — More 


than one owner. See additional Related provisions and. Definitions 
at end of s. 13. 


History: That portion of para. 13(7)(h) preceding subpara. (i) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 9(8), to add 
“notwithstanding paragraph (g),”-applicable with respect to taxation 
years and fiscal periods beginning after June 17, 1987 that end after 
1987. 


Pre-RSC History: Paras. 13(7)(g), (h) added by 1988, c. 55, 
subsec. 6(12), applicable to taxation years and fiscal periods begin- 
ning after June 17, 1987 that end after 1987. 


Regulations: 7307(1) (prescribed amount). 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals. 

Interpretation Bulletins [subsec. 13(7)]: IT-102R2: Conver- 
sion of property, other than real property, from or to inventory; IT- 
120R4: Principal residence; IT-218R: Profit, capital gains and 
losses from the sale of real estate, including farmland and inherited 
land and conversion of real estate from capital property to inventory 
and vice versa; IT-478R: CCA — recapture and terminal loss; IT- 
522R: Vehicle, travel and sales expenses of employees. 


Information Circulars: 87-5: Capital cost of property where 
trade-in is involved. 


(7.1) Deemed capital cost of certain prop- 
erty — For the purposes of this Act, where section 
80 applied to reduce the capital cost to a taxpayer of 
a depreciable property or a taxpayer deducted an 
amount under subsection 127(5) or (6) in respect of a 
depreciable property or received or is entitled to re- 
ceive assistance from a government, municipality or 
other public authority in respect of, or for the acqui- 
sition of, depreciable property, whether as a grant, 
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subsidy, forgivable loan, deduction from tax, invest- 
ment allowance or as any other form of assistance 
other than 


(a) an amount described in paragraph 37(1)(d), 


(b) an amount deducted as an allowanee under 
section 65, or 


(b.1) an amount included in income by virtue of 
paragraph 12(1)(u) or 56(1)(s), 


the capital cost of the property to the taxpayer at any 
particular time shall be deemed to be the amount, if 
any, by which the total of 7 


(c) the capital cost of the property to the taxpayer, 
determined without reference to this subsection, 
subsection (7.4) and section 80, and~ 


(d) such part, if any, of the assistance as has been 
repaid by the taxpayer, pursuant to an obligation 
to repay all or any part of that assistance, in re- 
spect of that property before the disposition 
thereof by the taxpayer and before the particular 
time 

exceeds the total of 


(e) where‘the property was acquired in a taxation 
year ending before the particular time, all 
amounts deducted under subsection 127(5) or (6) 
by the taxpayer for a taxation year ending before 
the particular time, 


(f) the amount of assistance the taxpayer has re- 
ceived or is entitled, before the particular time, to 
receive, and 


(g) all amounts by which the capital cost of the 
property to the taxpayer is required because. of 
section 80 to be reduced at or before that time, 


in respect of that property before the disposition 
thereof by the taxpayer. 


Related Provisions: 6(8)(d) — GST rebate deemed to be assis- 
tance; 12(1)(t) — Investment tax credit; 13(7.2) — Receipt of pub- 
lic assistance; 13(7.4) — Deemed capital cost of certain property; 
65 — Allowances; 80(1)“excluded obligation”(a)(iit) — Debt for- 
giveness rules do not apply where amount has ‘reduced capital cost 
of property; 80(5)— Reduction in capital cost on settlement of 
debt; 80(9) — Additional reduction in capital cost for limited pur- 
poses; 87(2)(j.6) — Amalgamations — continuing corporation; 
127(11.5) — Ignore 13(7.1) for purposes of ITC qualified expendi- 
tures; 127(12) —Inyestment tax credit; 143.2(6) — Reduction in 
cost of tax shelter investment; 248(16) — GST — input tax credit 
and rebate; 248(18) — GST — repayment of input tax credit. See 
additional Related provisions and Definitions. at end of s. 13. 


History: The opening words of subsec. 13(7.1) and para. (c) 
amended and para. (g) added by 1995, c. 21, subsecs. 2(1)-(3), ap- 
plicable to taxation years that end after February 21,1994. The 
opening words and para. (c) formerly read: 


(7.1) For the purposes of this Act, where a taxpayer has de- 
ducted an amount under subsection 127(5) or (6) in respect of 
a depreciable property or has received or is entitled to receive 
assistance from a-government, municipality or other public 
authority -in respect of, or for the acquisition of, depreciable 
property, whether as a grant, subsidy, forgivable loan, deduc- 
tion from ‘tax, investment allowance or as any other form of 
assistance other than 
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(c) the capital cost thereof to the taxpayer, determined 
without reference to this subsection and subsection (7.4), 
and 


Pre-RSC History: Para. 13(7.1)(a) substituted by 1988, c. 55, 
subsec. 6(13), applicable with respect. to expenditures. made after 
April 1988. Para. (a) formerly read: 


(a) an amount authorized to. be paid under an Appropriation 
Act and on terms and conditions approved by the Treasury 
Board in respect of scientific research expenditures incurred 
for the purpose of advancing or sustaining the technological 
capability of Canadian manufacturing or:other industry, 


All that portion of subsec. 13(7.1) following para. (b.1) substituted 
by 1988, c..55, subsec. 6(14), applicable to 1988 et seg. That por- 
tion formerly read: 


the capital cost of the property to the taxpayer shall be 
deemed to be the amount by which the ag ggregate of 


(c) the capital cost thereof to the taxpayer, determined 
without reference to this subsection and subsection aa 4), 
and 


(d) such part, if any, of the assistance as has been repaid 
by the taxpayer, pursuant to an obligation to repay all or 
any part of that assistance, in respect of that property 
before the disposition thereof by him 


exceeds the aggregate of 


(e) all amounts deducted under sailiauaitt 127(5) or (6), 
and 


(f) the amount of the assistance the taxpayer has received 
or is entitled to receive 


in respect of that property before the disposition thereof by 
the taxpayer. 
Para. 13(7.1)(c) amended by 1986, c. 6, subsec. 8(4), to substitute 
“determined without reference to this subsection and subsection 
(7.4)” for “otherwise determined”, applicable to 1985 et seq. 


Para. 13(7.1)(b.1), all that portion of subsec. 13(7.1) following para. 
(c), substituted by 1980-81-82-83, c. 48, subsecs. 5(3), (4), para. 
13(7.1)(b.1) applicable to 1981 ef seq., that portion applicable to 
taxation years ending after December 11, 1979. Para. 13(7.1)(b.1) 
and that portion formerly read: ARE GY 


(b.1) an amount received under a program that is a pre- 
scribed program of the Government of Canada relating to 
home insulation for the purposes of paragraph 56(1)(s), 


(d) such part, if any, of the assistance as has been repaid 
by the taxpayer pursuant to an obligation to repay all or 
any part of that assistance, 


exceeds the aggregate of 


_(e) all amounts deducted under subsection 127(5) or (6) 
in respect of that property, and 


(f) the amount of the assistance. 


All that portion of subsec. 13(7.1) preceding para. (a) and para. 
13(7.1)(e) substituted by 1979, c. 5,.s. 4, applicable to taxation years 
ending after November 16, 1978, to add references to subsection 
127(6) and to add “a” before “depreciable property” in that portion. 


All that portion .of subsec. 13(7.1) preceding para. (a) and all that 
portion following para, (d) substituted by 1977-78, c. 4,s. 2. Those 
portions formerly read: 


(7.1) For the purposes of this Act, where a taxpayer has de- 
ducted an amount under subsection. 127(5) in respect of de- 
preciable property or has received or is entitled to receive as- 
sistance from a government, municipality or other public 
authority in respect of, or for the acquisition of, depreciable 
property, whether as ‘a grant, subsidy, forgiveable loan, de- 
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duction from tax, investment allowance or as any’ other form 
of assistance other than 


exceeds 
- (e) the amount of the assistance.. 


Para. 13(7.1)(b.1) added by 1977-78, c..1, subsec. me applicable 
to 1977 et seq. . 


Subsec. 13(7.1) added by 1974-75-76, ic. 26, subsec..6(4), applica- 
ble (by subsec. 6(10) as substituted by 1974-75-76, c. 71, s. 14) af- 
ter May 6, 1974, except that in its application to acquisitions of 
property occurring before November 19, 1974, subsection 13(7.1) 
of the said Act shall be read as follows: 


(7.1) For the purposes of this section and any regulations 
made under paragraph. 20(1)(a), where a taxpayer /has re- 
ceived or is entitled to receive from a government, municipal- 
ity or other public authority, in respect of or for the acquisi- 
tion of property, a grant, subsidy or other assistance other 
than an amount authorized to be paid under an:Appropriation 
Act and. on terms and conditions approved.by the Treasury 
- Board for the purpose of advancing or sustaining the techno- 
logical capability of Canadian manufacturing or other indus- 
_.try, the capital cost of the property to: the taxpayer shall be 
deemed: to be the amount by which the aggregate of 


(a) the capital cost thereof to the taxpayer, otherwise de- 
termined, and 


(b) such part, if any, of the grant, subsidy or other assis- 
tance as has been repaid by the taxpayer pursuant to an 
obligation to repay all or any part of that grant, subsidy 
or other assistance, 


exceeds 
(c) the amount of the grant, subsidy or other assistance. 


Selected Cases [subsec. 13(7.1)]: Prince Albert Pulp Co. v. 
Canada, [1990] 2 C.T.C, 339 (FCTD), aff'd [1992] 1 C.T.C. 262 
(FCA) (Reduction in capital cost occurs in year investment tax 
‘credit used); Canadian Pacific Ltd. v. The Queen, [1988] 1 C.T.C. 
429 (FCA) (Government assistance deducted from capital cost); The 
Queen v. A.E.L. Mirotel Ltd., [1986] 2 C.T.C. 108 (FCA) (Invest- 
ment tax credits, government assistance, deducted from capital 
cost); The Queen v. British Columbia Forest Products'Ltd., [1986] 1 
C.T.C. 1 (FCA) (Investment tax credit deducted from capital cost); 
The Queen v. G.T-E. Sylvania Canada Ltd., [1974] C.T.C.°751 
(FCA) (Reduction in taxable income consequent upon amendment 
to Quebec statute not “grant, subsidy. or other assistance” for pur- 
poses of former paragraph 20(6)(h) [now subsection 13(7.1)]); Val- 
ley Camp Ltd. v. MNR, [1974] C.T.C. 418 (FCTD) (Former para- 
graph 20(6)(h) [now subsection 13(7.1)] does not apply to ordinary 
business arrangements with Canadian National, hence no assistance 
from public authority in acquiring property). —~ 


Interpretation Bulletins: IT-273R: Government assistance — 
General comments; IT-478R: CCA — recapture and terminal loss. 


(7.2) Receipt of public assistance — For the 
purposes of subsection (7.1), where at any time a 
taxpayer who is a beneficiary of a trust or a: member 
of a partnership has received or is entitled to receive 
assistance froma government, municipality or other 
public authority whether as a grant, subsidy, forgiva- 
ble loan, deduction from tax, investment allowance 
or as any other form of assistance, the amount of the 
assistance that may reasonably be considered to be in 
respect of, or for the acquisition: of, depreciable 
property of the trust or partnership shall be deemed 
to have been received at that time by the trust or 
partnership, as the case may be, as ‘assistance from 
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the government, municipality or other public author- 
ity for the acquisition of depreciable property. 

Related Provisions: 53(2)(c)(ix) — Reduction of adjusted cost 
base of partnership: interest; 53(2)(h)(v) — Reduction of adjusted 


cost base of capital interest in trust. See Related provisions and Def- 
initions at end of s. 13. 


Pre-RSC History: Subsec. 13(7.2) added by 1985, c. 45, subsec. 
7(1), applicable with respect to property acquired after May 9, 1985 
other than property acquired pursuant to an agreement in. writing 
entered into before May 10, 1985. 


(7.3) Control of corporations by one trus- 
tee — For the purposes of paragraph (7)(e), where 
at a particular time one corporation would, but for 
this subsection, be related to another corporation by 
reason of both corporations being controlled by the 
same trustee or executor and it is established that 


(a) the trustee or executor did not acquire control 
of the corporations:as. a result of one or more 
trusts or estates created by the same individual or 
by two or more individuals not dealing with each 
other at arm’s length, and 


(b) the trust or estate under which the trustee or 
executor acquired control of each of the corpora- 
tions arose only on the death of the individual 
creating the trust or estate, : ; 


the two corporations shall be deemed not to be re- 
lated to each other at that particular time: 


Related Provisions: See Related provisions and Definitions at 
end of.s. 13. 


Pre-RSC History: Subsec. 13(7.3) added’ by 1986, c. 6, subsec. 
8(5), applicable with respect to property acquired after May 22, 
1985 other than property acquired before 1986 pursuant to an agree- 
ment in writing entered into before May 23, 1985. - 


(7.4) Deemed capital cost — Notwithstanding 
subsection (7.1), where a taxpayer has in a taxation 
year received an amount that would, but for this sub- 
section, be.included in the taxpayer’s income under 
paragraph 12(1)(x) in respect of the cost of a depre- 
ciable property acquired by: the taxpayer in the year, 
in the three taxation years immediately preceding the 
year or in the taxation year immediately following 
the year and the taxpayer elects under this subsection 
on or before the day on or before which the taxpayer 
is required to file the taxpayer’s return of income 
under this Part for the year, or, where the property is 
acquired in the taxation year immediately following 
the year, for that following year, the capital cost of 
the property to the taxpayer shall be deemed to be 
the amount by which the total of 


(a) the capital cost of the property to the taxpayer 
otherwise determined, applying the provisions of 
subsection (7.1), where necessary, and 


(b) such part, if any, of the amount received by 
the taxpayer as has been repaid by the taxpayer 
pursuant to a legal obligation to repay all or any 
part of that amount, in respect of that property 
and before the disposition thereof by the tax- 
payer, and as may reasonably be considered to be 


S. 13(7.4)(b) 


in respect of the amount elected under this sub- 
section in respect of the property 
exceeds the amount elected by the taxpayer under 
this subsection, but in no case shall the amount 
elected under this subsection exceed the least of 


(c) the amount so received by the taxpayer, 


(d) the capital cost of the property to the taxpayer 
otherwise determined, and 


(e) where the taxpayer has disposed of the prop- 

erty before the year, nil. 
Related Provisions: 87(2)(j.6) — Amalgamations — continuing 
corporation; 125.4(5) — Canadian film/video credit is deemed to be 
assistance; 127(11.5) — Ignore 13(7.4) for purposes of ITC quali- 
fied expenditures; 220(3.2), Reg. 600(b) — Late filing of election or 
revocation. See Related provisions and Definitions at end of s. 13. 
Pre-RSC History: Subsec. 13(7.4) added by 1986, c. 6, subsec. 
8(5), applicable to 1985 et seq. 


Selected Cases [subsec. 13(7.4)]: Woodward Stores Ltd. v. 
Canada, {1991} 1. C.T.C. 233 (FCTD) (“Fixturing allowance” (in- 
ducement) was capital receipt). 

Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(7.5) Deemed capital cost — For the purposes of 
this Act, 


(a) where a taxpayer, to acquire a property pre- 
scribed in respect of the taxpayer, is required 
under the terms of a contract made after March 6, 
1996 to make a payment to Her Majesty in right 
of Canada or a province or to a Canadian munici- 
pality in respect of costs. incurred or to be in- 
curred by the recipient of the payment 


(i) the taxpayer is deemed to have acquired 
the property at a capital cost equal to the por- 
tion of that payment made by the taxpayer that 
can reasonably be regarded as being in respect 
of those costs, and 

(11) the time of acquisition of the property by 
the taxpayer is deemed to be the later of the 
time the payment is made and the time at 
which those costs are incurred; 


(b) where 


(1) at any time after March 6, 1996 a taxpayer 
incurs a cost on account of capital for the 
building of, for the right to use or in respect 
of, a prescribed property, and 


(11) the amount of the cost would, if this para- 
graph did not apply, not be included in the 
capital cost to the taxpayer of depreciable 
property of a prescribed class, 


the taxpayer is deemed to have acquired the prop- 
erty at that time at a capital cost equal to the 
amount of the cost; 


(c) where a taxpayer acquires an intangible prop- 
erty as a consequence of making a payment to 
which paragraph (a) applies or incurring a cost to 
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which paragraph (b) applies, 
(i) the property referred to in paragraph (a) or 
(b) is deemed to include the intangible prop- 
erty, and 


(11) the portion of the capital cost referred to in 
paragraph (a) or (b) that applies to the intangi- 
ble property is deemed to be the amount deter- 
mined by the formula 


Nomoe 
C 


where 


A is the lesser of the amount of the payment 
made or cost incurred and the amount de- 
termined for C, 


is the fair market value of the intangible 
property at the time the payment was made 
or the cost was incurred, and 


is the fair market value at the time the pay- 
ment was made or the cost was incurred of 
all intangible properties acquired as a con- 
sequence of making the payment or incur- 
ring the cost; and 


(d) any property deemed by paragraph (a) or (b) 
to have been acquired at any time by a taxpayer 
as a consequence of making a payment or incur- 
ring a cost 


(i) is deemed to have been acquired for the 
purpose for which the payment was made or 
the cost was incurred, and 


(11) is deemed to be owned by the taxpayer at 
any subsequent time that the taxpayer benefits 
from the property. 

Related Provisions: 66.1(6)“Canadian exploration expense’(1), 


66.2(5)“Canadian development expense’’(j) — Where property is 
depreciable property, its cost will not be CEE or CDE. 


History: Subsec. 13(7.5) added by 1997, c. 25, subsec. 3(2), appli- 
cable to taxation years that end after March 6, 1996. 


Regulations: 1102(14.2) (prescribed property for 13(7.5)(a)); j 
1102(14.3) (prescribed property for 13(7.5)(b)). 


(8) Disposition after ceasing business — Not- 
withstanding subsections (3) and 11(2), where a tax- 
payer, after ceasing to carry on a business, has dis- 
posed of depreciable property of the taxpayer of a 
prescribed class that was acquired by the taxpayer 
for the purpose of gaining or producing income from 
the business and that was not subsequently used by 
the taxpayer for some other purpose, in applying 
subsection (1) or (2), each reference therein to a 
“taxation year’ and “‘year’’ shall not be read as a ref- 
erence to a “‘fiscal period”. 

Related Provisions: 13(1)—Recaptured depreciation; 
20(16.3) — Same rule for purposes of subsecs. 20(16) and (16.1); 


25(3) — Disposition in extended fiscal period. See additional Re- 
lated provisions and Definitions at end of s. 13. 


Pre-RSC History: Subsec. 13(8) also referred to subsecs. 20(16) 
and (16.1). (See now subsec. 20(16.2).) 


Subdiv. b — Business or Property 


_ Subsec. 13(8) substituted by 1990, c. 39, subsec. 6(3), applicable 


with respect to fiscal periods and taxation years commencing after | 


June 17, 1987 that end after 1987. Subsec. (8) formerly read: 


~ (8) Property disposed of after ceasing business — Where 
a taxpayer, after ceasing to carry on a business, has disposed 
of depreciable property of the taxpayer of a prescribed class 
that was acquired by him for the purpose of gaining or pro- 
ducing income from the business and that, was. not subse- 
quently used by him for some other purpose, in applying sub- 
section (1) or 20(16) a reference therein to a “taxation year” 
shall, notwithstanding anything in subsection (3), not be read 
as a reference to a fiscal period. 


Subsec. 13(8) substituted by 1977-78, c. 1, subsec. 6(6), applicable 

to taxation years commencing after May 25,.1976 and ending after 

March 31, 1977. Subsec. (8) formerly. read: 
(8) Where a taxpayer, after ceasing to carry on a business, has 
disposed of depreciable property of the taxpayer of a pre- 
scribed class that was acquired by him for the purpose of 
gaining or producing income from the business and’ that was 
not subsequently used by him for some other purpose, in ap- 
plying subsection (1) in respect of the disposition of that 
property, a reference in that subsection to a “taxation year” 
shall, notwithstanding anything in subsection (3), not be read 
as a reference to a fiscal period. | 


Subsec. 13(8) substituted by 1976-77, c. 4, subsec. 3(5), applicable 
in respect of taxation years commencing after May 25, 1976, to re- 
peal reference to subsec. (1,1). 


Subsec. 13(8) substituted by, 1974-75-76, c. 26, subsec. 4(4), to add 
a reference to subsec. (1.1), applicable to the, 1974 and subsequent 
taxation years. 


Interpretation Bulletins: IT- 172R: CCA — taxation year of indi- 
viduals; IT-478R: CCA — recapture and terminal loss. 


(9) Meaning of “gaining or producing in- 
come” — In applying paragraphs (7)(a) to (d) in re- 
spect of a non-resident taxpayer, a reference to 
“gaining or producing income” in relation to a busi- 
ness Shall be read as a reference to gaining or pro- 
ducing income from a business wholly carried on in 
Canada or such part of a business as is wholly car- 
ried on in Canada. 


Related Provisions: See Related provisions and Definitions at 
end of.s. 13. 


Pre-RSC History: Subsec. 13(9) substituted by 1988, c. 55, sub- 
sec. 6(15), applicable with respect to changes in use occurring after 
April 1988. Subsec. (9) formerly read: 
(9) “Business” defined — In applying paragraphs (7)(a) to 
(d) in respect of a non-resident taxpayer, a reference to a 
“business” shall be read as a reference to a business wholly 
carried on in Canada or such part of a business as is wholly 
.. carried on.in Canada. 


Interpretation Bulletins: IT-478R: CCA — recapture and. termi- 
nal loss. 


(10) Deemed capital cost — For the purposes of 
this Act, where a taxpayer has, after December 3, 
1970 and before April 1, 1972, acquired prescribed 
property 
(a) for use ina prescribed manufacturing or 
processing business carried on by the taxpayer, 
and 


(b) that was not used for any purpose whatever 
before it was acquired by the taxpayer, 
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the taxpayer shall be deemed to have acquired that 
property at a capital cost to the taxpayer equal to 
115% of the amount that, but for this subsection and 
section 21, would have been the capital cost to the 
taxpayer of that property. — 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Regulations: 1102(15) (prescribed property, prescribed manufac- 
turing or processing business). 


Interpretation Bulletins: IT-273R: Government assistance — 
general comments. 


(11) Deduction in respect of property used in 
performance of duties — Any amount deducted 
under subparagraph 8(1)(j)(@i) or (p)(ii) of this Act or 
subsection 11(11) of The Income Tax Act, chapter 52 
of the Statutes of Canada, 1948, shall be deemed, for 
the purposes of this section to have been deducted 
under regulations made.under paragraph. 20(1)(a). 


Related Provisions: See Related provisions and Definitions at 
CNG. O15 oh Sey, 


Pre-RSC History: Subsec; 13(11) substituted by 1988, c.. 55, 
subsec. 6(16), applicable to 1988 et seg. Subsec, 13(11)> formerly 
read: 


(11) Deduction in respect of automobile used _ in 
performance of duties — Any deduction made under sub- 
paragraph 8(1)(G)(i1) of this Act or subsection 11(11) of The 
1948 Income Tax Act shall. be deemed, for the purposes of 
this section, to have been made under regulations made under 
paragraph 20(1)(a). ' 


Interpretation Bulletins: IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


(12) Application of para. 20(1)(cc) — Where, in 
computing the income of a taxpayer for a taxation 
year, an amount has been deducted under paragraph 
20(1)(cc) or the taxpayer has elected under subsec- 
tion 20(9) to make a deduction in respect of an 
amount that would otherwise have been deductible 
under that paragraph, the amount shall, if it was a 
payment on account of the capital cost of depreciable 
property, be deemed to have been allowed to the tax- 
payer in respect of the property under regulations 
made under paragraph 20(1)(a) in computing the in- 
come of the taxpayer 


(a) for the year, or 


(b) for the year in which the property was 
acquired, 


whichever is the later. 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(13) Deduction under Canadian Vessel 
Construction Assistance Act— Where a de- 
duction has been made under the Canadian Vessel 
Construction Assistance Act for any taxation year, 
subsection (1) is applicable in respect of the pre- 
scribed class created by that. Act or any other pre- 
scribed class to which the vessel may have been 
transferred. 


S. 13(13) 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


(14) Conversion cost — For the purposes of this 
section, section 20 and any regulations made under 
paragraph 20(1)(a), a vessel in respect of which any 
conversion cost is incurred after March 23, 1967 
shall, to the extent of the conversion cost, be deemed 
to be included in a separate prescribed class. 

Related Provisions: 13(17) — Transfer of separate class to same 


class as vessel. See also Related provisions and Definitions at end 
of s+133 


Pre-RSC History: Subsec. 13(14) substituted by 1977-78, c. 1, 
subsec. 6(7), applicable to taxation years commencing after May 25, 
1976 and ending after March 31, 1977, to add reference to section 
20. 

Regulations: 1100(1)(v), 1101(2a). 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


(15) Where subsec. (1) and subdivision c do 
not apply — Where a vessel owned by a taxpayer 
on January 1, 1966 or constructed pursuant to a con- 
struction contract entered into by the taxpayer prior 
to 1966 and not completed by that date was disposed 
of by the taxpayer before 1974, 


(a) subsection (1) and subdivision c do not apply 
to the proceeds of disposition 


(i) if an amount at least equal to the proceeds 
of disposition was used by the taxpayer, 
before May, 1974 and during the taxation year 
of the taxpayer in which the vessel was dis- 
posed of or within 4 months from the end of 
that taxation year, under conditions satisfac- 
tory to the appropriate minister, either for re- 
placement or to incur any conversion cost 
with respect to a vessel owned by the tax- 
payer, or 


(11) if the appropriate minister certified that 
the taxpayer had, on satisfactory terms, 
deposited 


(A) on or before the day on which the tax- 
payer was required to file a return of the 
taxpayer’s income for the taxation year in 
which the vessel was disposed of, or 


(B) on or before such day subsequent to 
the day referred to in clause (A) as the ap- 
propriate minister specified in respect of 
the taxpayer, 


an amount at least equal to the tax that would, 
but for this subsection, have been payable by 
the taxpayer under this Part in respect of the 
proceeds of disposition, or satisfactory secur- 
ity therefor, as a guarantee that the proceeds 
of disposition would be used before 1975 for 
replacement; and 


(b) if within the time specified for the filing of a 
return of the taxpayer’s income for the taxation 
year in which the vessel was disposed of 


(i) the taxpayer elected to have the vessel con- 
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stituted a prescribed class, or 


(11) where any conversion cost in respect of 
the vessel was included in a separate pre- 
scribed class, the taxpayer elected to have the 
vessel transferred to that class, 


the vessel shall be deemed to have been so trans- 
ferred immediately before the disposition thereof, 
but this paragraph does not apply unless the pro- 
ceeds of disposition of the vessel exceed the 
amount that would be the undepreciated capital 
cost of property of the class to which it would be 
so transferred. 
Related Provisions: 13(16) — Election; 13(17) — Prescribed 
class; 13(18) — Reassessment;- 13(19), (20) — Disposition of de- 
posit; 13(21)“appropriate minister”; 96(3) — Election by members 
of partnership; 150(1)— When return of income due. See addi- 
tional Related provisions and Definitions at end of s. 13. 


Pre-RSC History: Para. 13(15)(a) referred to “the Minister of 
Industry, Science and Technology” rather than “the appropriate 
minister”. Also, see the Table of Concordance for the restructuring 
of para. (b). | 


Para. 13(15)(a) amended by 1990, c. 1, s. 27, to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion”, in force February 23, 1990. 


Subsec. 13(15) amended by 1980-81-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”. 


Subparas. 13(15)(a)(i), (41) substituted by 1974-75-76, c. 26, subsec. 
4(5), applicable to 1972 et seq. 


(16) Election concerning vessel — Where a 
vessel owned by a taxpayer is disposed of by the tax- 
payer, the taxpayer may, if subsection (15) does not 
apply to the proceeds of disposition or if the tax- 
payer did not make an election under paragraph 
(15)(b) in respect of the vessel, within the time spec- 
ified for the filing of a return of the taxpayer’s in- 
come for the taxation year in which the vessel is dis- 
posed of, elect to have the proceeds that would be 
included in computing the taxpayer’s income for the 
year under this Part treated as proceeds of disposi- 
tion of property of another prescribed class that in- 
cludes a vessel owned by the taxpayer. 

Related Provisions: 96(3) — Election by members of partner- 


ship. See additional Related provisions and Definitions at end of s. 
13 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


(17) Separate prescribed class concerning 
vessel — Where a separate prescribed class has 
been constituted either under this Act or the Cana- 
dian Vessel Construction Assistance Act by reason of 
the conversion of a vessel owned by a taxpayer and 
the vessel is disposed of by the taxpayer, if no elec- 
tion in respect of the vessel was made under para- 
graph (15)(b), the separate prescribed class consti- 
tuted by reason of the conversion shall be deemed to 
have been transferred to the class in which the vessel 
was included immediately before the disposition 
thereof. 


Related Provisions: See Related provisions and Definitions at 


Subdiv. b — Business: or Property 


end of s.:13. 
Interpretation Bulletins: IT-267R2: CCA — vessels. 


(18) Reassessments — — Notwithstanding any 
other provision of this, Act, where a taxpayer has 


(a) used an amount as Shara he in paragraph 
(4)(c), or 

(b) made an election under paragraph (15)(b) in 
respect of a vessel and the proceeds of disposition 
of the vessel were used before 1975 for. replace- 


ment under conditions satisfactory to the appro- 


priate minister, 


such reassessments of tax, interest or penalties shall | 


be made as are necessary to give effect to subsec- 
tions (4):and:(15). 

Related Provisions: 13(4) — Exchanges of property; 13(21)“ap- 
propriate minister”. See additional Related provisions and Defini- 
tions at end of s. 13. 


Pre-RSC History: Para. 13(18)(a) aT to “the Minister of 
Industry, Science and Technology” rather than “the iiiasaid 
minister”. 


Para. 13(18)(b) amended by 1990, c. 1,.s. 27, to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion”, in force February 23, 1990. 


Subsec. 13(18) amended by 1980-8 1-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial a a for “Minister of 
Industry, Trade and Commerce”. 


Subsec. 13(18) substituted by 1974-75-76, c. 26, ge 4(6), oe 
cable to 1972 et seq. \ r 


(18.1) Ascertainment of corse property — 
For the purpose of determining whether property 
meets the criteria set out in the Regulations in re- 
spect of prescribed energy conservation property, the 


Technical Guide to Class 43.1, as ‘amended from | 


time to-time and published by the Department. of 
Natural Resources, shall apply conclusively with re- 
spect to engineering and scientific matters. 


Related Provisions: 241(4)(d)(vi.1) — Disclosure of information | 


to Department. of ‘Natural Resources. 

History: Subsec. 13(18.1) added by 1995, c. 3, subsec. 4(6), appli- 
cable to property acquired after February 21, 1994. 
Regulations:, Reg. 8200.1 (prescribed energy conservation 
property). 


(19) Disposition of deposit — All or any part of 
a deposit made under subparagraph (15)(a)(ii) or 
under the Canadian Vessel Construction Assistance 
Act may be paid out to or on behalf of any person 
who, under conditions satisfactory to the appropriate 
minister and as a replacement for the vessel disposed 
of, acquires a vessel before 1975) 


(a), that was. constructed: in Canada ,and.is regis- 
tered in Canada or is registered under conditions 
satisfactory to the appropriate. minister in any 
country or territory to which the British Com- 
monwealth Merchant Shipping Agreement, 
signed at London on December 10, 1931, applies, 
and 


(b) in respect.of the capital. cost of which no al- 
lowance has» been made to: any’ other taxpayer 
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under this Act or the Canadian Vessel Construc- 
tion Assistance Act, | 


or incurs any conversion cost with respect to a vessel 
owned by that person that is registered in Canada or 
is registered under conditions satisfactory to the ap- 
propriate minister in any country or territory to 
which the agreement referred to in paragraph (a) ap- 
plies, but the ratio of the amount paid out to the 
amount of the deposit shall not exceed the ratio of 
the capital cost to that person of the vessel or the 
conversion cost to that person-of the vessel, as the 
case may be, to the proceeds of disposition of the 
vessel disposed of, and any deposit or part.of a de- 
posit not so paid out before July 1, 1975 or not paid 
out pursuant to subsection (20) shall be paid to the 
Receiver General and form part of the Resorab alactettel 
Revenue Fund. 


Related Provisions: 13(21)“appropriate minister’ 
Related provisions and Definitions at end of s. 13. 


Pre-RSC History: Subsec. 13(19) referred to “the Minister of 
Industry, Science and Technology” rather than “the appropriate 
minister”. : F wid 


’. See additional 


Subsec..13(19) amended by 1990, c. 1, s. 27, to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion’, in force February 23, 1990. 


Subsec. 13(19) amended by 1980-8 1-82-83, ¢. 167, Sch. I; to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”, 


Subsec. 13(19) substituted by 1974-75- ‘le c. 26, subsec. Caan appli- 
cable.to 1972 et seq. 


(20) Idem — Notwithstanding any other provision 
of this section, where a taxpayer made a deposit 
under subparagraph (15)(a)(ii) and the proceeds of 
disposition in respect of which the deposit was made 
were not used by any person before 1975 under con- 
ditions satisfactory to the appropriate minister as a 
replacement for the vessel disposed of, 


(a) to. acquire a vessel described in paragraphs 
(19)(a) and (b), or 


(b) to incur any conversion cost with Peas toa 
vessel owned by that person that is registered in 
Canada or is registered under conditions satisfac- 
tory to the appropriate minister in any country or 
territory to. which, the agreement referred to in 
paragraph (19)(a) applies, 
the appropriate minister may refund to the taxpayer 
the deposit, or the part thereof not paid out to the 
taxpayer under subsection (19), as the case may be, 
in which case there shall be added, in computing the 
income of the taxpayer for the taxation year of the 
taxpayer in which the vessel was disposed. of; that 
proportion of the amount that would have been in- 
cluded in computing the income for the year under 
this Part had the deposit not been made..under sub- 
paragraph (15)(a)(ii) that the portion of the proceeds 
of disposition not so used before 1975 as such a re- 
placement is of the proceeds of disposition, and, not- 
withstanding any other provision of this Act, such 
reassessments of tax, interest or penalties shall be 


S. 13(20) 


made as are necessary to give effect to this 
subsection. 


Related Provisions: 13(21)“appropriate minister”. See additional 
Related provisions and Definitions at end of s. 13. 

Pre-RSC History: Subsec. 13(20) referred to “the Minister of 
Industry, Science and Technology” rather than. “the appropriate 
minister”. 

Subsec. 13(20) amended by 1990, c. 1, s. 27, to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion”, in force February 23, 1990. 

Subsec. 13(20) amended by 1980-81-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”. Subsec. 13(20) substituted by 
1974-75-76, c. 26, subsec. 4(6), applicable to 1972 et seq. ; 


(21) Definitions — In this section, 


Related Provisions: 20(1.1) — Definitions in 13(21) apply to 
regulations made under 20(1)(a); 20(27.1) — Definitions in 13(21) 
apply to s. 20. 

Pre-RSC History: (The opening words referred also tos. 20 and 
regulations made under para. 20(1)(a). See now subsecs..20(1.1), 
(27.1).) . 
All that portion of subsec. 13(21) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 6(8), applicable to taxation years commenc- 
ing after May 25, 1976 and ending after March 31, 1977, to add 
reference to section 20. 


‘appropriate minister’? means the Canadian Mari- 
time Commission, the Minister of Industry, Trade 
and Commerce, the Minister of Regional Industrial 
Expansion, the Minister of Industry, Science and 
Technology or the Minister of Industry or any other 
minister or body that was or is legally authorized to 
perform the act referred to in the provision in which 
this expression occurs at the time the act was or is 
performed; 

Origin of subsec. 13(21)“appropriate minister”: R.S.C. 
1985, c. 1 (Sth Supp.). (See “Pre-R.S.C. History” to subsecs. 13(15), 
(18), (19), (20).) 


History: The definition “appropriate minister” in subsec. 13(21) 
amended by 1995, c. 1, s. 44, in force March 29, 1995. The defini- 
tion formerly read: 


“appropriate minister’ means the Canadian Maritime Com- 
mission, the Minister of Industry, Trade and Commerce, the 
Minister of Regional Industrial Expansion, the Minister of In- 
dustry, Science and Technology or such other minister or 
body as was or is legally authorized to perform the act re- 
ferred to in the provision in which this expression occurs at 
the time the act was or is performed; 


“conversion’’, in respect of a vessel, means a con- 
version or major alteration in Canada by a taxpayer; 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


History: The definition “conversion” in subsec. 13(21) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 9(9), applicable with re- 
spect to conversions beginning after July 13, 1990. That definition 
formerly read: 


“conversion”, in respect of a vessel, means a conversion or 
major alteration in Canada by a taxpayer in accordance with 
plans approved in writing by the appropriate minister for the 
purposes of this Act; 


Pre-RSC History: The definition “conversion” was para. 
13(21)(a); and the para. referred to “the Minister of Industry, Sci- 
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ence and Technology” rather than “the appropriate minister”. 


Para. 13(21)(a) amended by 1990, c. 1, s. 27, to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion’, in force February 23, 1990. 


Para. 13(21)(a) amended by 1980-81-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”. 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


“conversion cost’’, in respect of a vessel, means the 
cost of a conversion; 


History: The definition “conversion cost” in subsec. 13(21) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 9(9), applica- 
ble with respect to conversions beginning after July 13, 1990. That 
definition formerly read: 


“conversion cost’, in respect of a vessel, means the cost of a 
conversion as determined by the appropriate minister for the 
purposes of this Act; 


Pre-RSC History: The definition “conversion cost” was included 
in para. 13(21)(a) and referred to “the Minister of Industry, Science 
and Technology” rather than “the appropriate minister”. 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


“depreciable property” of a taxpayer as of any time 
in a taxation year means property acquired by the 
taxpayer in respect of which the taxpayer has been 
allowed, or would, if the taxpayer owned the prop- 
erty at the end of the year and this Act were read 
without reference to subsection (26), be entitled to, a 
deduction under paragraph 20(1)(a) in computing in- 
come for that year or a preceding taxation year; 


Related Provisions: 13(5.2)(c) — Certain real property deemed 
to be depreciable property; 54 — “Capital property”; 88(1)(c.4) — 
Extended meaning for certain windup rules; 248(1)“depreciable 
property” — Definition applies to entire Act. See additional Related 
provisions and Definitions at end of s. 13. 


History: The definition “depreciable property” in subsec.13(21) 
substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 9(9), applica- 
ble in respect of property acquired after 1989. The definition for- 
merly read: 


“depreciable property” of a taxpayer as of any time in a taxa- 
tion year means property acquired by the taxpayer in respect 
of which the taxpayer was allowed, or, if the taxpayer owned 
the property at the end of the year, would be entitled to, a © 
deduction under paragraph 20(1)(a) in computing income for 
that year or a previous taxation year; 


Pre-RSC History: The definition “depreciable property” was 
para. 13(21)(b). 


Para: 13(21)(b) substituted by 1980-81-82-83, c. 48, subsec. 5(5), 
applicable with respect to acquisitions of property occurring after 
December 11, 1979. Para. (b) formerly read: 


(b) “depreciable property” of a taxpayer as of any time in a 
taxation year means property in respect of which the taxpayer 
has been allowed, or is entitled to, a deduction under regula- 
tions made under paragraph 20(1)(a) in computing income for 
that or a previous taxation year; 


Selected Cases [subsec. 13(21)“depreciable property”): 
Kettle River Sawmills Ltd. v. Canada, [1992] 2 C.T.C. 276 (FCTD), 
rev'd in part (Nov. 12, 1993), Doc. A-1299-92, A-1300-92 (FCA) 
(Timber rights acquired in 1961 but renewed after May 6, 1974, 
were “timber resource property”); Stearns Catalytic Ltd. v. Canada, 
[1990] 1 C.T.C. 398 (FCTD) (Spare parts capable of causing 
lengthy termination of production if damaged are “major parts” of 
capital property, not inventory); Avril Holdings Ltd. v. MNR, [1970] 


Subdiv..b.— Business or Property 


C.T.C: 572 (SCC) (Land containing sand and eg deposits sold 
separately ‘was depreciable. property). 

Regulations: Part XI aie cost allowance et on as aco 
ble. property). 

1.T. Application Rules: 18, 20 oreterte acquired before: 1972). 
Interpretation Bulletins: IT-102R2: Conversion of property, 
other than real property, from or:to-inventory;. IT-128R: CCA — 
depreciable property; IT-220R2: CCA — proceeds of disposition of 
depreciable property. 


Forms: T2085: Capital dispositions supplementary schedule — de- 


pargs property. 


“disposition of property” cada any transaction 
or event entitling a taxpayer) to pypcaats of LUSPOSI 
tion of property; ) 


Related Provisions: 54“aisposition” 2 Disposition for-capital 


gains purposes. See also Related provisions and Definitions at end; 


of s. 13. 


{ 


Pre-RSC History: The definition Se ecoatnese oF property” was 


para. 13(21)(c). 


Selected Cases [subsec. 13(21)“disposition of Widget. 
Larose v. MNR, [1992] 2 C.T.C.°2339 (TCC); amended [unre- 
ported] (Nov. 18, 1991), Doc. 87-294(IT) (TCC) (Assessment in re- 
spect of sale of properties upheld despite court decision and ‘other 
circumstances denying taxpayer proceeds of sale; right to.dispose of 
properties had been transferred to purchaser); Browning Harvey Ltd. 
v. MNR, [1990] 1 C.T.C. 161 (FCTD); aff'd [unreported] (May 21, 
1992) (FCA); leave to appeal to SCC refused [unreported] (Feb. 14, 
1993), Doc. 23167 (Capital assets sold conditionally rémain ee 
ciable property. of the taxpayer until title passes). 


Advance Tax Rulings: ATR-1: Transfer‘of legal title in jad to 
bare trustee corporation — mortgagee’s requirements sole» reason 
for transfer. 


‘proceeds of disposition’’: of property includes 
(a) the sale price of property that has been sold, 
(b) compensation for property unlawfully taken, 


(c) compensation for property destroyed and any 
amount payable under a policy of insurance in re- 
spect of loss or destruction of property, 


(d) compensation for property taken under statu- 
tory authority or the sale price of property sold to 
a person by whom notice of an intention to take it 
under statutory authority was given, ~ 


(ec) compensation, for property. injuriously. af- 
fected, whether lawfully or unlawfully or under 
statutory authority or otherwise, 


(f) compensation for property damaged and, any 
amount payable under.a policy of insurance in-re- 
spect. of damage to. property, except to the extent 
that the compensation, or amount, as the case may 
be, has within a reasonable time.after the damage 
been. expended on repairing the damage, . 


(g)'an' amount by which the liability of a taxpayer 
to a mortgagee is reduced :as.a result of the sale of 
mortgaged property under:a ‘provision of the 
mortgage, plus any amount received by the tax- 
payer out of the proceeds of the-sale, and 


(h) any amount included because of section 79 in 
computing a taxpayer’s econ of disposition of 
the property; 


' depreciated capital cost; 


S$.13(21) tim 


Related Provisions: 12(1)(f) — Insurance proceeds received for 
amount expended; 13(4) — Exchanges of property; )13(21)— Un- 
13(21.1) — Disposition of a building;: 
44 — Exchanges..of property; 54— “proceeds..of disposition”; 
79(3) — Deemed proceeds of disposition,..when. property: surren- 
dered to creditor; 248(1) — “Cost amount’(a).,. See additional Re- 
lated provisions and. Definitions at end of s. 13. 


History: Para. (h) of the definition “proceeds of disposition” in 
subsec...13(21), amended by’ 1995, .c. 21, subsec. 2(4), applicable to, 


_ taxation years, that end,after February, 21, 1994. The para. formerly. 


read: 


(h) any amount included in computing a taxpayer’s proceeds 
of disposition of the property by. virtue of paragraph 79(c); 


Pre-RSC History: The definition “proceeds of disposition” was, 
para. 13(21)(d). See Table of Concordance. ~ 


Selected Cases [subsec. 13(21)“proceeds of disposi- 
tion”]; Corbett v. ‘Canada, [1997] 1.C.T:C. 2 (FCA) (No conflict 


' with section 79); Seaforth Plastics Lid. v. The Queen, [1979] 5 Gy 


241 (FCTD) (Amounts: received from insurance for business inter- 


' ruption income, not capital). 


Interpretation Bulletins: IT-170R: ‘Sale of property— when in- 
cluded in income computation; IT-259R2: Exchanges of property;’ 
IT-271R; Expropriations; IT-460:. Dispositions -— absence. of :con+ 


. sideration; IT-505: Mortgage foreclosures and conditional sales 


repossessions. 


“timber resource property” of a taxpayer means 


(a) a right or licence to cut or remove timber from 
a limit or. area in Canada (in this. definition. re- 
ferred to as an “original right’) if 


(1) that original right was acquired by the tax- 
payer (other than in the manner referred to in 
paragraph (b)) after May 6, 1974, and’ 


(ii) at the time of the acquisition of the origi- 
nal right 


(A) the’ taxpayer may reasonably be re- 
garded as having acquired, directly or indi- 
rectly, the right to extend or renew that 
original right or to acquire another such 
right or licence in substitution therefor, or 


(B) in the ordinary course of events, the 
taxpayer may reasonably expect to be ‘able 
to extend or renew that original right orto 
acquire another such right or licence in 
substitution therefor, or 


_(b), any right or licence owned. by the taxpayer. to 
cut or remove timber from a limit or area in Can- 
ada if that. right or licence may reasonably be 
regarded 


(i) as an extension or renewal of or as one of a 
series of extensions or renewals of an original 
right of the taxpayer, or 


(ii) as having been ‘acquired in substitution for 
or as one of a series of substitutions for an 
original right of the taxpayer or any renewal 
or extension thereof; 


Related Provisions: 248(1)“timber resource property” — Defini- 
tion applies to entire Act; 248(10) — Series of transactions. 


Pre-RSC History: The definition “timber resource property” was 


' para. 13(21)(d.1). See Table of Concordance. 
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Para. 13(21)(d.1) added by 1974-75-76, c. 26, subsec. 4(7), applica- 
ble in respect of timber resource properties acquired after May 6, 
1974. 

Selected Cases [subsec. 13(21)“timber resource prop- 
erty”): Kettle River Sawmills Ltd. v. Canada, [1992] 2 C.T.C. 276 
(FCTD); rev'd in part (Nov. 12, 1993), Doc. A-1299-92, A-1300-92 
(FCA) (Timber rights acquired in 1961 but renewed after May 6, 
1974, were “timber resource property”). 

Interpretation Bulletins: [T-393R2: Election re tax on rents and 
timber royalties — non-residents; IT-418: CCA — partial disposi- 
tions of property; IT-481: Timber resource property and timber 
limits. 


“total depreciation” allowed to a taxpayer before 
any time for property of a prescribed class means the 
total of all amounts each of which is an amount de- 
ducted by the taxpayer under paragraph 20(1)(a) in 
respect of property of that class or an amount de- 
ducted under subsection 20(16), or that would have 
been so deducted but for subsection 20(16.1), in 
computing the taxpayer’s income for taxation years 
ending before that time; 

Related Provisions: See Related provisions and Definitions at 
end of s. 13. 

Pre-RSC History: The definition “total depreciation” was para. 
13(21)(e). 

Para. 13(21)(e) substituted by 1988, c. 55, subsec. 6(17), applicable 


to taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. Para. 13(21)(e) formerly read: 


“total depreciation” allowed to a taxpayer before any time for 
property of a prescribed class means the aggregate of all 
amounts each of which is an amount allowed to the taxpayer 
in respect of property of that class under regulations made 
under paragraph 20(1)(a), or deductible under subsection 
20(16), in computing income for taxation years ending before 
that time; 


Para. 13(21)(e) substituted by 1977-78, c. 1, subsec. 6(9), applicable 
to taxation years commencing after May 25, 1976 and ending after 
March 31, 1977. Para. 13(21)(e) formerly read: 


“total depreciation” allowed to a taxpayer before any time for 
property of a prescribed class means the aggregate of all 
amounts allowed to the taxpayer in respect of property of that 
class under regulations made under paragraph 20(1)(a) in 
computing income for taxation years before that time; 


Regulations: Part XI. 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss. 


“undepreciated capital cost’’ to a taxpayer of de- 
preciable property of a prescribed class as of any 
time means the amount determined by the formula 


(A+B+C+D) -(E+E1+F+G+H+I+ 
J) 


where 


A is the total of all amounts each of which is the 
capital cost to the taxpayer of a depreciable prop- 
erty of the class acquired before that time, 


is the total of all amounts included in the tax- 
payer’s income under this section for a taxation 
year ending before that time, to the extent that 
those amounts relate to depreciable property of 
the class, 
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C is the total of all amounts each of which is such 
part of any assistance as has been repaid by the 
taxpayer, pursuant to an obligation to repay all or 
any part of that assistance, in respect of a depre- 
ciable property of the class subsequent to the dis- 
position thereof by the taxpayer that would have 
been included in an amount determined under 
paragraph (7.1)(d) had the repayment been made 
before the disposition, 


is the total of all amounts each of which is an 
amount repaid in respect of a property of the 
class subsequent to the disposition thereof by the 
taxpayer that would have been an amount de- 
scribed in paragraph (7.4)(b) had the repayment 
been made before the disposition, 


is the total depreciation allowed to the taxpayer 
for property of the class before that time, 


is the total of all amounts each of which is an 
amount by which the undepreciated capital cost 
to the taxpayer of depreciable property of that 
class is required (otherwise than because of a re- 
duction in the capital cost to the taxpayer of de- 
preciable property) to be reduced at or before that 
time because of subsection 80(5), 


is the total of all amounts each of which is an 
amount in respect of a disposition before that 
time of property (other than a timber resource 
property) of the taxpayer of the class, and is the 
lesser of 


(a) the proceeds of disposition of the property 
minus any outlays and expenses to the extent 
that they were made or incurred by the tax- 
payer for the purpose of making the disposi- 
tion, and 
(b) the capital cost to the taxpayer of the 
property, 
is the total of all amounts each of which is the 
proceeds of disposition before that time of a tim- 
ber resource property of the taxpayer of the class 
minus any outlays and expenses to the extent that 
they were made or incurred by the taxpayer for 
the purpose of making the disposition, 


is, where the property of the class was acquired 
by the taxpayer for the purpose of gaining or pro- 
ducing income from a mine and the taxpayer so 
elects in prescribed manner and within a pre- 
scribed time in respect of that property, the 
amount equal to that portion of the income de- 
rived from the operation of the mine that is, by 
virtue of the provisions of the Income Tax Appli- 
cation Rules relating to income from the. opera- 
tion of new mines, not included in computing in- 
come of the taxpayer or any other person, 


is the total of all amounts deducted under subsec- 
tion 127(5) or (6), in respect of a depreciable 
property of the class of the taxpayer, in comput- 
ing the taxpayers’ tax payable for a taxation year 
ending before that time and subsequent to the dis- 
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position of that property. by the taxpayer, and 


‘is the total ‘of all amounts of assistance that thé 
taxpayer received or was entitled’ to receive 
before that'time, in respect of or for the acquisi- 
tion of a depreciable property ofthe class of the 
taxpayer subsequent to the disposition of: that 

»v property: by the taxpayer, that: would have been 

~ included in) an; amount: determined: under. para- 
graph. (7.1)(f) had. the: assistance been iregelved 
before the: disposition;: 


Related Provisions: -12(1)(f) — Damage to" atoiibie prop- 
erty — insurance ‘proceeds; .12(1)(t) — Investment tax credit; 
13(1) — Recapture where E to J exceed A to D; 13(2)— Recap- 
tured depreciation for vehicle; 13(4) — Exchanges of property; 
13(5) — Transferred property; 13(5.2) — ‘Where rent paid on prop- 
erty before, its acquisition; 13(7) — Rule ‘affecting ‘capital cost; 
13(21) — “timber. resource. property’’; , 13(22), (23) Deductions 
deemed allowed to insurer for 1977 and 1978; 13(24) — Acquisi- 
tion of control — limitation re calculation of UCC; 13(26) — Re- 
striction on deduction before available for use; 13(33) — Consider- 
ation given for depreciable capital; 20(16) — Terminal loss; 
70(12) — Capital cost of depreciable. property, on death; 
87(2)(j.6) — Amalgamations — continuing ~~ - corporation; 
138(11.31)(b) — Change-in-use rulefor insurance properties does 
not apply for purposes of ‘UCC definition; 248(1)“undepreciated 
capital cost’ — Definition applies to entire Act; 257 — Formula 
cannot calculate to less than zero. See additional Related provisions 
and Definitions at end of s. 13. 


History: The descnipagn of E.1 added: to the definition “un- 
depreciated capital cost” in subsec. 13(21) and the corresponding 
formula amended by 1995, c..21, subsec. 2(6), applicable to taxation 
years that end after February 21, 1994. 


Pre-RSC History: The definition EE ERS capital cost” 
was para. 13(21)(f). Descriptive subparagraphs have been replaced 
by the formula. The pre- -R.S.C. version read: 


(p ‘undepreciated capital cost” anil a ale capital 
cost” to a taxpayer of depreciable property.of a prescribed 
class as of any time means the amount by which the aggre- 


gate of 


(i) the capital cost. to the taxpayer of each. depreciable 
property of that class acquired before that time, 


_. (ii) all amounts included in the taxpayer’s income by vir- 

tue of this section for a taxation year ending prior to that 
time, to. the extent that those amounts: relate to deprecia- 
ble property of that class, ° 


(ii. 1) all amounts each of which is such part of any-assis- 

“ tance.as has been repaid by the taxpayer, pursuant to.an 
obligation to repay:all or any part of that-assistance,. in 
respect of a depreciable property of that class subsequent 
to the disposition’ thereof by him that would have been 
included in an amount determined under paragraph 
13(7.1)(d) had the repayment been made before the dis- 
position, and 


(ii.2) all amounts each of whieh is an amount repaid in 
respect of a property of the class subsequent to thé dispo- 
sition thereof by him that would have been an amount 
described in paragraph (7.4)(b), had the ‘Tepe been 
made before the disposition, R 


exceeds the aggregate of 


(iii) the total depreciation allowed. to the taxpayer. ae 
property of that class before. that. time, 


(iv) for each disposition before that time of property 
(other than a timber resource property) of the taxpayer of 
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that class, the lesser.of . 


| (A) the proceeds of acacia of the property minus 
any outlays and expenses to the extent that they were 
made or incurred by him for the purpose of making 
the disposition, and 


(B) the capital cost to him of the property,: 


(v) for each disposition before that time of a timber re- 
_ source property of the taxpayer of that class, the pro- 
ceeds of disposition of the property minus any outlays 
and‘ expenses to the extent that they were made or in- 
curred by him for the purpose of making the disposition, 


(vi) where the property of that class was acquired by the 
taxpayer for the purpose of gaining or producing income 
from a mine and ‘the taxpayer so elects in prescribed 
manner and within a prescribed.time in respect of that 
property, an amount equal to. that portion of the income 
derived from the operation of the mine that is, by virtue 
of the provisions of the Income Tax Application | Rules, 
1971 relating to income from the operation of new mines, 
not included in computing income of the taapayer, or any 
other person, 


(vii) all amounts each of which is an amount deducted 
under subsection 127(5) or (6), in respect of a deprecia- 
ble property of that class of the taxpayer, in computing 
the taxpayer’ s tax payable for a taxation year ending 
before that time and subsequent to the disposition of such 
property by him, and — 


(viit) all;amounts sabe of lihich is the amount of any as- 
sistance the taxpayer received or was entitled to. receive 
before that time, in respect of or for the acquisition of a 
depreciable property of that class of the taxpayer subse- 
quent to the disposition of such property by him, that 
would have been included in an amount determined 
under paragraph 13(7.1)(f) had the assistance been re- 
ceived before the disposition; and 


rons 13(21)(f)(vii). amended by 1988, e 55, Ribsece 6(18), to 
substitute “in computing the taxpayer’s tax payable for a taxation 
year ending before that time” for, “before that HAG irc APP MERE to 
1988 et seq. 


Subpara. 13(21)(H(i. 2) added by 1986, c. 6: subsec:' 8(6), applica- 
ble to’ 1985 et seq. 


Subparas. 13(21)(f)(ii.1), (vii), (viii) added by 1980-81-82- 83, c. 48, 
subsec. 5(6), (7), ae to taxation years ees after December 
11, 1979; : 


Subparas. 13(21)@)Gv), (v) substituted by. 1977-78,°c. 1; subsec. 
6(10), applicable:for the purpose of computing after March 31, 1977 
the undepreciated capital cost to a taxpayer of depreciable aida 
Subparas. 13(21)(H(iv), (v) formerly read: 


(iv) for each disposition before that time of property (other 
than a timber resource property) of the taxpayer of that class, 
the lesser of 


(A) the proceeds of disposition of the property, and 
(B) the capital cost to him of the property, 


(v) for each disposition before that time of a timber resource 
property of the taxpayer of that class, the proceeds of disposi- 
tion of the property, and 


Para. 13(21)(f) substituted by 1976-77, c. 4, subsec. 3(6), applicable 
for the purpose ‘of determining the undepreciated-capital cost to a 
taxpayer ‘of depreciable. property of a prescribed class’ at any time 
after May,.25, 1976. Para. .13(21)(f) formerly read:: 


(f) “undepreciated capital cost” to a taxpayer of depreciable 
property of a prescribed class as of any time means the capital . 
cost to the. taxpayer of depreciable property of that class ac- 
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quired before that time minus the aggregate of 


(i) the total depreciation allowed to the taxpayer for prop- 
erty of that class before that time, 


(ii) for each disposition before that time of property 
(other than a timber resource property) of the taxpayer of 
that. class, the least of 

(A) the proceeds of disposition of the, property, 

(B) the capital cost to him of the property, and 


(C) the undepreciated capital cost to him of property 
of that class immediately before the disposition, 


(ii.1) for each disposition before that time of a timber re- 
source property of the taxpayer of that class, the lesser of 


(A) the proceeds of disposition. of the property, and 


(B) the undepreciated capital cost to him of property 
of that class immediately before the disposition, 


(iii) each amount by which the undepreciated capital cost 
to the taxpayer of depreciable property of that class as of 
the end of a previous year was reduced by virtue of sub- 
section (2), and | 
(iv) where the property of that class was acquired by the 
taxpayer for the purpose of gaining or producing income 
from a mine and the taxpayer so elects in prescribed 
manner and within a prescribed time in respect of that 
property, an amount equal to that portion of the income 
derived from the operation of the mine that 1s, by virtue 
of the provisions of the Income Tax Application Rules, 
‘ 197} relating to income from the operation of new mines, 
not included in computing income of the chan or any 
other person; and 


Subpara. '13(21)(f)(ii) substituted, to add “(other than a timber re- 
source property)”, 13(21)(f)(ii.1) added by 1974-75-76, c. 26, sub- 
sec. 4(8), applicable in respect of timber resource properties ac- 
quired after May 6, 1974. 


Selected Cases [subsec. 13(21)“undepreciated capital 
cost}: Prince Albert Pulp Co. v. Canada, {1990} 2 C.T.C. 339 
(FCTD); ‘aff'd [1992] 1 C.T.C. 262 (FCA) (Reduction in capital cost 
occurs in year investment tax credit used); Consumers’ Gas Co. Ltd. 
v. The Queen, [1987] 1 C.T.C. 79 (FCA) (Capital cost not reduced 
by reimbursement from government for relocating pipelines); Emco 
Ltd. v. MNR, [1968] C.T.C. 457 (Exch) (Taxpayer permitted .to 
change previous allocation of purchase price entirely to land). 


Regulations: Part XI (amounts of depreciation allowed, for ). 
I.T. Application Rules: 18 (property acquired before 1972). 


Interpretation Bulletins: IT-172R: CCA — taxation year for in- 
dividuals; IT-327: CCA — Elections. under. Regulation 1103; IT- 
418: CCA — partial dispositions of property; IT-478R: CCA — re- 
capture and terminal loss; IT-481: Timber resource property and 
timber limits. 


“vessel” means a vessel as defined in the Canada 
Shipping Act. 

Pre-RSC History: The definition “vessel” was para. 13(21)(g). 
Interpretation Builetins: IT-267R2: CCA — vessels. 


Advance Tax Rulings: ATR-52: Accelerated rate of CCA for 
vessels. 


(21.1) Disposition of a building — - Notwith- 
standing subsection (7) and the definition “proceeds 
of disposition” in section 54, where at any particular 
time in a taxation year a taxpayer disposed of a 
building of a prescribed class and the proceeds of 
disposition of the building determined without refer- 
ence to this subsection are less than the lesser of the 
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cost amount and the capital cost to the taxpayer of 
the building immediately before its disposition, for 
the purposes of paragraph (a) of the description of F 
in the definition “undepreciated capital cost” in sub- 
section (21) and subdivision c, the following rules 
apply: 
(a) where in the same taxation year the taxpayer 
or a person with whom the taxpayer was not deal- 
ing at arm’s length disposed of the land subjacent 
to, or immediately contiguous to and necessary 
for the use of, the building, the proceeds of dispo- 
sition of the building shall be deemed to be the 
lesser of 


(i) the amount, if any, by which 


(A) the total of the fair market value of the 
building at the particular time and the fair 
market value of the land immediately 
before its disposition 


exceeds 


(B) the lesser of the fair market value of 
the land immediately before its disposition 
and the amount, if any, by which the cost 
amount to the vendor of the land (deter- 
mined without reference to this subsection) 
exceeds the total of the capital gains (de- 
termined without reference to subpara- 
graphs 40(1)(a)(ii) and (iii)) in respect of 
dispositions of the land within the 3 year 
period preceding the particular time by the 
taxpayer or by a person with whom the 
taxpayer was not dealing at arm’s length to 
the taxpayer or to another person with 
whom the taxpayer was not dealing at 
arm’s length, and 


(ii) the greater of 


(A) the fair market value of the building at 
the particular time, and 


(B) the lesser of the cost amount and the 
capital cost to the taxpayer of the building 
immediately before its disposition 


and, notwithstanding any other provision of this 
Act, the proceeds of disposition of the land shall 
be deemed to be the amount, if any, by which 


(iii) the total of the proceeds of disposition of 
the building and of the land determined with- 
out reference to this subsection 


exceeds 


(iv) the proceeds of disposition of the building 
as determined under. this paragraph, 


and the cost to the purchaser of the land shall be 
determined without reference to this subsection; 
and 


(b) where paragraph (a) does not apply with re- 
spect to the disposition and, at any time before 
the disposition, the taxpayer or a person with 
whom the taxpayer was not dealing at arm’s 
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length owned the land subjacent’ to, or immedi- 
ately contiguous to and necessary for the use of, 
the building, the proceeds of disposition of the 
building shall be deemed, to be an amount equal 
to the total of fi tao: 


(i) the proceeds: of stepeetion of the building 
determined without reference” to this subsec- 
“tion, and » OBO! 


(ii) Ys of the amount by which the greater of 


(A). the cost amount to ae ie fori of the 
building, and 


(B) the fair market value of the building 


immediately before its disposition exceeds the 
proceeds of disposition referred to in subpara- 


' graph (i). 
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remaining loss. 


Related Provisions: 70(5)(c), (d) — Capital property of a de- 
ceased taxpayer. 


Pre-RSC History: That portion of subpara. 13(21.1)(b)(ii) preced- 
ing cl. (A) amended by 1988, c. 55, subsec. 6(19), to substitute “1/s” 
for “'/”, applicable to taxation years and fiscal periods ending after 
1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to ““'/s” in subparagraph 13(21.1)(b)(11) shall 
be read as a reference to “/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to “'/s” in 
subparagraph 13(21.1)(b)(ii) shall, in respect of the corporation 
for the year, be read as a reference to the fraction determined as 
the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of '/; that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of '/4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation, that was not a Cana- 
dian-controlled private corporation throughout its taxation year, 
for taxation years ending after 1987 and commencing before 
1990, the reference to “'/4” in subparagraph 13(21.1)(b)(ii) 
shall, in respect of the corporation for the year, be read as a 
reference to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii) that proportion of '/; that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and ; 


(iii) that proportion of '/s that the number of days in the year 
that are after 1989 is of the number of days in the year. 


All that portion of subsec. 13(21.1) preceding para. (a) amended by 
1985, c. 45, subsec. 7(2), to substitute “at any particular time” for 
“at any time” and “the lesser of the cost amount and the capital 
cost” for “the cost amount”, applicable with respect to dispositions 
occurring after November 12, 1981 other than dispositions occur- 
ring pursuant to the terms of an agreement in writing entered into on 
or before that date. 


Para. 13(21.1)(a) substituted by 1985, c. 45, subsec. 7(3), applicable 
with respect to dispositions occurring after May 9, 1985 other than 
dispositions occurring pursuant to the terms of an agreement in 
writing entered into on or before that date. Para. 13(21.1)(a) for- 
merly read: 


(a) where in the same taxation year the taxpayer or a person 
with whom he was not dealing at arm’s length disposed of the 
land subjacent to, or immediately contiguous to and necessary 
for the use of, the building, the proceeds of disposition of the 
building shall be deemed to be the lesser of 

(i) the amount, if any, by which 


(A) the aggregate of the proceeds of disposition of 
the building and of the land determined without ref- 
erence to this subsection 


exceeds 


(B) the lesser of the cost amount to the vendor of the 
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land, and its fair market value, immediately before 
its disposition, and 


(ii) the greater of 
(A) the fair market value of the building immediately 
before its disposition, and 


(B) the cost amount to.the taxpayer of the building 
immediately before its disposition 


and the proceeds of disposition of the land shall be deemed to 
be the amount, if any, by which 


(iii) the aggregate of the proceeds of disposition of the 
building and of the land determined without reference to 
this subsection 


exceeds 


(iv) the proceeds of disposition of the building as deter- 
mined under this paragraph; and 


Subsec. 13(21.1) added by 1980-81-82-83, c. 140, subsec. 6(2), ap- 
plicable with respect to dispositions occurring after November 12, 
1981, other than dispositions occurring pursuant to the terms of an 
agreement in writing entered into on or before that date. 


Interpretation Bulletins [subsec. 13(21.1)]: IT-220R2: 
CCA — proceeds of disposition of depreciable property; IT-349R3: 
Intergenerational transfers of farm property on death; IT-478R: 
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(22) Deduction for insurer — For the purposes of 
E in the definition “undepreciated capital cost” in 
subsection (21), an insurer shall be deemed to have 
been allowed a deduction for depreciation for prop- 
erty of a prescribed class under paragraph 20(1)(a) in 
computing income for taxation years before its 1977 
taxation year equal to the total of 


(a) the amount determined, immediately after the 

end of its 1976 taxation year, for E in that defini- 
tion, with respect to property of the particular 
prescribed class of the insurer (determined with- 
out reference to this subsection), 


(b) the lesser of 


(i) the amount of its 1975-76 excess capital 
cost allowance with respect to property of the 
particular prescribed class of the insurer, and 


(ii) that proportion of the amount, if any, by 
which its 1975 branch accounting election de- 
ficiency exceeds the amount determined under 
subparagraph 138(4.1)(d)(ii) that 
(A) the amount of its 1975-76 excess capi- . 
tal cost allowance with respect to property 
of the particular prescribed class of the 
insurer 


is of 
(B) the total of all its 1975-76 excess capi- 


tal cost allowances with respect to proper- 
ties of a prescribed class of the insurer, and 


(c) the lesser of 
(i) the amount, if any, by which 


(A) the undepreciated capital cost of prop- 
erty of the particular prescribed class of 
the insurer immediately after the end of its 
1976 taxation year. (determined without 
reference to this subsection), 


exceeds 


(B) the amount determined under para- 
graph (b) in respect of property of the par- 
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ticular prescribed. class of the insurer, and | 


(ii) that proportion of the amount, if any, by 


_whichits 1975 branch accounting election de-_ 


ficiency exceeds the total of 


(A) the amount determined under subpara- 
graph 138(4.1)(d)Gi), 


- (B) the total of all amounts determined | 


under paragraph (b) with respect to prop- 
erty of a prescribed class of the insurer, 
(C) the total described in subclause 
138(4.1)(a)@i)(B)TV), 
(D) the amount determined under subpara- 
graph 138(4.1)(b)(@i1), and 
(E) the amount determined under subpara- 
graph 138(4.1)(a)(@i) 

ne 


(F) the undepreciated capital cost of prop- 
erty of the particular prescribed class of 
the insurer immediately after the end of its 
1976 taxation year (determined without 
reference to this subsection), — 


is of 


(G) the total of all amounts each of which | 


is the undepreciated capital cost of prop- 
erty of a prescribed class of the insurer im- 
mediately after the end of its 1976 taxation 
year (determined without reference to this 
subsection). 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Pre-RSC History: Subsec. 13(22) added by 1977-78, c. 1, subsec. 
6(11), applicable to 1977 et seq. 


(23) Deduction for life insurer — For the pur- 
poses of E in the definition “undepreciated capital 
cost” in subsection (21), a life insurer ‘shall be 
deemed to have been allowed a deduction for depre- 
ciation for property of a prescribed class under para- 
graph 20(1)(a) in computing income for taxation 
years before its 1978 taxation year equal to the total 
of 


(a) the amount. determined immediately after the 
end of its 1977 taxation year for E in that defini- 
tion, with respect to property of the particular 
prescribed class of the insurer (determined with- 
out reference to this subsection), and 
(b) the amount, if any, by which 
(i) the total of.all maximum amounts the in- 
surer was entitled to claim with respect to 
property. of the particular prescribed class of 


the insurer in taxation years ending before 
1978 and after 1968 


exceeds 
(ii) the amount Aekcnslanea under paragraph 


(a). 


Related Provisions: See Related provisions, and Definitions at 
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end of s. 13. 


Pre-RSC History: Subsec. 13(23) added by 1977-78, c. 1, subsec. 
6(11), applicable to 1978 et seg. 


(23.1) Application of subsec. 138(12) — The 
definitions in subsection 138(12) apply to this 
section. ; 


Origin of subsec. 13(23.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words to subsec. 138(12)). 


(24) Acquisition of control — Where at any time 
control of a corporation has been acquired by a per- 
son or group of persons and, within the twelve 
month period ending immediately before that time, 
the corporation, or a partnership of which it was a 
majority interest partner (within the meaning as- 
signed by subsection 97(3.1)), acquired depreciable 
property (other than property that was owned by the 
corporation or partnership or by a person or persons 
related to the corporation throughout the period com- 
mencing immediately before the twelve month pe- 
riod and ending at the time the property was ac- 
quired by the corporation or partnership) that was 
not used, or acquired for use, by the corporation or 
partnership in a business that was carried on by it 
immediately before that twelve month period, for the 
purposes of A in the definition “undepreciated capi- 
tal cost” in subsection (21) and of sections 127 and 
127.1, the property shall be deemed not to have been 
acquired by the corporation or partnership before 
that time and shall be deemed to have been acquired 
by it immediately after that time, except that, where 
the property was disposed of by it before. that time 
and not reacquired by it before that time, for the pur- 
poses of A in that definition, the property shall be 
deemed to have been acquired by the corporation or 
partnership immediately before the property was dis- 
posed of. | 


S. 13(24)(a) 


Related Provisions: 13(25) — Change of control within 12 
months of incorporation; 87(2)(j.6) — Amalgamations — continu- 
ing corporation; 256(7)-(9) — Whether control acquired. See addi- 
tional Related provisions at end of s. 13. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(25) Early change of control — For the purposes 
of subsection (24), where the corporation referred to 
in that subsection was incorporated or otherwise 
formed during the twelve month period referred to in 
that subsection, it shall be deemed to have been, 
throughout the period commencing immediately 
before the twelve month period and ending immedi- 
ately after it was incorporated or otherwise formed, 


(a) in existence; and 


(b) related to the person or persons to whom it 
was related (otherwise than by reason of a right 
referred to in paragraph 251(5)(b)) throughout the 
period commencing when it was incorporated or 
otherwise formed and ending immediately before 
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the control of the corporation was acquired. 


Pre-RSC History: Subsecs. 13(24), (25) added by 1987, c. 46, 
subsec. 4(2), applicable with respect to acquisitions of property oc- 
curring after January 15, 1987 other than acquisitions of property 
occurring before 1988 where the persons acquiring the property 
were obliged on that date to acquire the property pursuant to the 
terms of agreements in writing entered into on or before that date. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”.: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


(26) Restriction on deduction § before 
available for use —In applying the definition 
“undepreciated capital cost” in subsection (21) for 
the purpose of paragraph 20(1)(a) and any regula- 
tions made for the purpose of that paragraph, in com- 
puting a taxpayer’s income for a taxation year from a 
business or property, no amount shall be included in 
calculating the undepreciated capital cost to the tax- 
payer of depreciable property of a prescribed class in 
respect of the capital cost to the taxpayer of a prop- 
erty of that class (other than property that is a certi- 
fied production, as defined by regulations made for 
the purpose of paragraph 20(1)(a)) before the time 
the property is considered to have become available 
for use by the taxpayer. 

Related Provisions: 13(27), (28) — Interpretation — available 
for use; 13(30) — Transfers of property; 13(32) — Leased property; 
20(28) — Deduction against rental income from _ building; 
37(1.2) — No R&D deduction for capital expenditure until property 


available for use; 127(11.2) — No investment tax credit until prop- 
erty available for use; 248(19) — When property available for use. 


History: See under subsec. 13(29). 


Regulations: 1100(2)(a)(i) (CCA in year property becomes avail- 
able for use); 1104(2) (definition of “certified production”). 


Advance Tax Rulings: ATR-44: Utilization of deductions and. 
credits within a related corporate group. 


(27) Interpretation — available for use — For 
the purposes of subsection (26) and subject to sub- 
section (29), property (other than a building or part 
thereof) acquired by a taxpayer shall be considered 
to have become available for use by the taxpayer at 
the earliest of 


(a) the time the property is first used by the tax- 
payer for the purpose of earning income, 


(b) the time that is immediately after the begin- 
ning of the first taxation year of the taxpayer that 
begins more than 357 days after the end of the 
taxation year of the taxpayer in which the prop- 
erty was acquired by the taxpayer, 


(c) the time that is immediately before the dispo- 
sition of the property by the taxpayer, 


(d) the time the property is delivered or made 
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available to the taxpayer and is capable, either 
alone or in combination with other property in the 
taxpayer’s possession at that time, of producing a 
commercially saleable product or performing a 
commercially saleable service, including an inter- 
mediate product or service that.is used or con- 
sumed, or is to be used or consumed, by the tax- 
payer in producing or providing any such product 
or service, 


(e) in the case of property acquired by. the tax- 
payer for the prevention, reduction or elimination 
of air or water pollution created by operations 
carried on by the taxpayer or that would be cre- 
ated by such operations if the property had not 
been acquired, the time at which the property is 
installed and capable of performing the function 
for which it was acquired, 
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Bc) in the case of: property acquired by 


(i) a corporation a class of shares of the capi- 
tal stock of which is listed on a prescribed 
stock exchange, 


(ii) a corporation that is a public corporation 
because of an election made under subpara- 
graph (b)G) of the definition “public corpora- 
tion” in subsection 89(1) or a designation 
made by the Minister in a notice to the corpo- 
ration under supparaerapl (b)(ii) of that defi- 
nition, or 


(iii) a subsidiary wholly-owned corporation of 

a corporation described in subparagraph (i) or 

(ii), 
the end of the taxation year for which deprecia- 
tion in respect of the property is first deducted in 
computing the earnings of the corporation in ac- 
cordance with generally accepted accounting 
principles and for the purpose of the financial 
statements of the corporation for the year 
presented to its shareholders, 


(g) in the case of property acquired ‘i the tax- 
payer in the course of carrying on a business of 
farming or fishing, the time at which the property 
has been delivered to the taxpayer and is capable 
of performing the function for which it was 
acquired, ; 


(h) in the case > of property ofa taxpayer that.i is a 
motor vehicle, trailer, trolley bus, aircraft.or ves- 
sel for which one or more permits, certificates or 
licences evidencing that the property may be op- 
erated by the taxpayer in accordance with any 
laws regulating the use of such property are re- 
quired to be obtained, the time all those permits, 
certificates or licences have been obtained, 

(i) in the case of property that is a spare part in- 
tended to replace a part of another property of the 


‘taxpayer if required due to a breakdown of that 


other property, the time the other property be- 
came available for use by the taxpayer, 


_(j) in the case of a concrete gravity base structure 


and topside modules intended to be used at an oil 
production facility in a commercial discovery 
area (within the meaning assigned by section 2 of 
the Canada Petroleum Resources Act) on which 
the drilling of the first well that indicated the dis- 
covery began before March 5, 1982, in an off- 
shore region prescribed for the purposes of sub- 
section 127(9), the time the gravity base structure 
deballasts and lifts the assembled topside mod- 
ules, and 

(k) where the property is (within the meaning as- 
signed by subsection (4.1)) a replacement for a 
former property described in paragraph (4)(a) that 
was acquired before 1990 or that became availa- 
ble for use at or before: the time the replacement 
property is acquired, the time the Bo elidel 
property is acquired, 
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and, for the purposes of paragraph (f), where depre- 
ciation is calculated by reference to a portion of the 
cost of the property, only that portion of the property 
shall be considered to have become available for use 
at the end of the taxation year referred to in that 
paragraph. 

Related Provisions: 13(21.2)(e)(iv) — When property consid- 
ered available for use following transfer to affiliated person; 13(30), 
(31) — Transfers of property; 20(28) — Deduction before available 
for use; 87(2)(j.6) — Continuing corporation; 248(19) — When 
property available for use. 

History: See under subsec. 13(29). 

Regulations: 1100(2)(a)(vii) (CCA in year property becomes 
available for use under 13(27)(b)); 3200, 3201 (prescribed stock ex- 
changes for 13(27)(f)()). 


(28) |ldem — For the purposes of subsection (26) 
and subject to subsection (29), property that is a 
building or part thereof of a taxpayer shall be consid- 
ered to have become available for use by the tax- 
payer at the earliest of 


(a) the time all or substantially all of the building 
is first used by the taxpayer for the purpose for 
which it was acquired, 


(b) the time the construction of the building is 
complete, 


(c) the time that is immediately after the begin- 
ning of the taxpayer’s first taxation year that be- 
gins more than 357 days after the end of the tax- 
payer’s taxation year in which the property was 
acquired by the taxpayer, 


(d) the time that is immediately before the dispo- 
sition of the property by the taxpayer, and 


(e) where the property is (within the meaning as- 
signed by subsection (4.1)) a replacement for a 
former property described in paragraph (4)(a) that 
was acquired before 1990 or that became availa- 
ble for use at or before the time the replacement 
property is acquired, the time the replacement 
property is acquired, 

and, for the purpose of this subsection, a renovation, 

alteration or addition to a particular building shall be 

considered to be a building separate from the partic- 

ular building. 

Related Provisions: 13(21.2)(e)(iv) — When property consid- 


ered available for use following transfer to affiliated person; 13(30), 
(31) — Transfers of property; 87(2)(j.6) — Continuing corporation. 


History: See under subsec. 13(29). 


Regulations: 1100(2)(a)(vii) (CCA in year property becomes 
available for use under 13(28)(c)). 


(29) Idem — For the purposes of ‘subsection (26), 
where a taxpayer acquires property (other than a 
building that is used or is to be used by the taxpayer 
principally for the purpose of gaining or producing 
gross revenue that is rent) in the taxpayer’s first tax- 
ation year (in this subsection referred to as the “‘par- 
ticular year”) that begins more than 357 days after 
the end of the taxpayer’s taxation year in which the 
taxpayer first acquired property after 1989, that is 
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part of a project of the taxpayer, or in a taxation year 
subsequent to the particular year, and at the end of 
any taxation year (in this subsection referred to as 
the “inclusion year’) of the taxpayer 


(a) the property can reasonably be considered to 
be part of the project, and 


(b) the property has not otherwise become availa- 
ble for use, 


if the taxpayer so elects in prescribed form filed with 
the taxpayer’s return of income under this Part for 
the particular year, that particular portion of the 
property the capital cost of which does not exceed 
the amount, if any, by which 


(c) the total of all amounts each of which is the 
capital cost to the taxpayer of a depreciable prop- 
erty (other than a building that is used or is to be 
used by the taxpayer principally for the purpose 
of gaining or producing gross revenue that is 
rent) that is part of the project, that was acquired 
by the taxpayer after 1989 and before the end of 
the taxpayer’s last taxation year that ends more 
than 357 days before the beginning of the inclu- 
sion year and that has not become available for 
use at or before the end of the inclusion year (ex- 
cept where the property has first become availa- 
ble for use before the end of the inclusion year 
because of this subsection or paragraph (27)(b) or 


(28)(c)) 
exceeds 


(d) the total of all amounts each of which is the 
capital cost to the taxpayer of a depreciable prop- 
erty, other than the particular portion of the prop- 
erty, that is part of the project to the extent that 
the property is considered, because of this sub- 
section, to have become available for use before 
the end of the inclusion year 


shall be considered to have become available for use 
immediately before the end of the inclusion year. 
History: Subsecs. 13(26) to (29) added by 1994, c. 7, Sch. If (1991, 
c. 49), subsec. 9(11), applicable to property. acquired by a taxpayer 
after 1989 other than property acquired 


(a) from a person with whom the taxpayer was not dealing at 
arm’s length (otherwise than by reason of a right referred to in 
para. 251(5)(b)) at the time the property was acquired, or 


(b) in the course of a reorganization in respect of which, if a 
dividend were received by a corporation in the course of the 
reorganization, subsec. 55(2) would not be applicable to the 
dividend by reason of the application of para. 55(3)(b), 


where the property was depreciable property of the person from 
whom it was acquired and was owned by that person before 1990. 
Regulations: 4609 (prescribed offshore region). 


Forms: T1031: Subsection 13(29) election re certain depreciable 
properties, acquired for use in a long term project. 


(30) Transfers of property — Notwithstanding 
subsections (27) to (29), for the purpose of subsec- 
tion (26), property of a taxpayer shall be deemed to 
have become available for use by the taxpayer at the 
earlier of the time the property was acquired by the 


Subdiv. b — Business or Property 


taxpayer and, if applicable, a prescribed time, where 
(a) the property was acquired ~ 


(i) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than 
because of a right referred to in paragraph 
251(5)(b)) at the time the property was ac- 
quired by the taxpayer,.or 


(ii) in the course of.a reorganization in respect 
of which, if a dividend were received by a 
corporation in the course of the reorganiza- 
tion, subsection 55(2) would not apply to the 
dividend because of paragraph 55(3)(b); and 


(b) before the property was acquired by the tax- 
payer, it became available for use (determined 
without reference to paragraphs (27)(c) and 
(28)(d)) by the person from whom it was 
acquired. 

History: Subsec. 13(30) substituted by 1994, c. 7, Sch. VII (1993, 


c. 24), s. 4,:applicable to ei acquired after 1989, Subsec. 
13(30) formerly read: 


(30) Transfers of property — Noswithstanding subsections 
(27) to (29), for the purposes of subsection (26), property of a 
taxpayer shall be deemed to have become available for use by 
the taxpayer at the time at which the property was acquired 
where 

(a) the property was acquired 


(i) from a person with whom the taxpayer was not 
dealing at arm’s length (otherwise than by reason of 

- a right referred to in paragraph 251(5)(b)) at that 
time, or 


(ii) in the course of a reorganization in respect of 
which, if a dividend were received by a corporation 
in the course of the reorganization, subsection 55(2) 
would not be applicable to the dividend by reason of 
the application of paragraph’55(3)(b); and ~ 


(b) the property had become available for use by the per- 
son from whom it was acquired (determined without ref- 
erence to paragraphs (27)(c) and (28)(d)) before that 
time. 


Subsec. 13(30) added by 1994,c. 7, Sch. II (1991, °c. 49), subsec. 
9(11), applicable in respect of property acquired after. 1989. 


Regulations: 1100(2.2)(j). 


(31) Idem — For the purposes of paragraphs (27)(b) 
and (28)(c) and: subsection (29), where a property of 
a taxpayer was acquired from a person (in this sub- 
section referred to as “the transferor’) 


(a) with whom the taxpayer was, at the time the 
taxpayer acquired the property, not dealing at 
arm’s length (otherwise than because of a right 
referred to in paragraph 251(5)(b)), or 


(b) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) would not apply to the dividend be- 
cause of the application of paragraph 55(3)(b), 
the taxpayer shall be deemed to have acquired the 
property at the time it was acquired by the transferor. 


History: Subsec. 13(31) added by 1994, c. 7, Sch. I (1991, c. 49), 
subsec. 9(11), applicable to property acquired after 1989. 
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(32) Leased property — Where a taxpayer has 
leased property that is depreciable property of a per- 
son with whom the taxpayer does not deal at arm’s 
length, the amount, if any, by which 


(a) the total of all amounts paid or payable by the 
taxpayer for the use of, or the right to use, the 
property in a particular taxation year and before 
the time the property would have been considered 
to have become available for use by the taxpayer 
if the taxpayer, had acquired the property, and 
that, but for this subsection, would be deductible 
in computing the taxpayer’s income for any taxa- 
tion year | 


exceeds 


(b) the total of all amounts received or receivable 
by the taxpayer for the use of, or the right to use, 
the property in the particular taxation year and 
before that time and that are included.in the in- 
come of the taxpayer for any taxation year 


shall be deemed to be a cost to the taxpayer of a 
property. included in Class:13 in Schedule II to the 
Income Tax Regulations and not to be an amount 
paid or payable for the use of, or the right to use, the 
property. 

History: Subsec, 13(32) added by 1994, c. 7,,Sch. IL (1991, c. 49), 
subsec. 9(11), applicable to depreciable property of a person re- 


ferred to in that subsection that was.acquired by that person after 
1989. 


(33) Consideration given for depreciable 
property — For greater certainty, where a person 
acquires a depreciable property for consideration that 
can reasonably be considered to include a.transfer of 
property, the portion of the cost to the person of the 
depreciable property attributable to the transfer shall 


not exceed the fair market value of the transferred 


property. 
Related Provisions: 68 — Allocation of amounts in considera- 
tion for disposition of property; 69(1) — Inadequate considerations. 


History: Subsec. 13(33) added by 1994, c. 21, subsec. 7(3), appli- 
cable to property acquired after November 1992. 


Related Provisions [s. 13]: 36 — Railway companies; 37(6) — 
Scientific research capital expenditures; 45(2) — Election where 
change ‘in use; 68 — Allocation of amounts in consideration for dis- 
position of property; 70(5)— Depreciable and other capital prop- 
erty of deceased. taxpayer; 70(9.1)— Transfer of farm property 
from spouse’s trust to children of settlor; 70(12) — Capital cost of 
depreciable property on death; 73(2) — Capital cost and amount 
deemed allowed to spouse, etc. or trust; 73(3)(e) — Inter vivos 
transfer of farm property by farmer to child; 80(9)(c) — Reduction 
of capital cost on debt forgiveness ignored for purposes of s. 13; 
85(5) — Rules on transfers of depreciable property; 87(2)(d) — 
Amalgamations — depreciable property; 87(2)(1.3) — Amalgama- 
tions — replacement property; 88(1)(f) — Winding-up; 97(4) — 
Where capital cost to partner exceeds proceeds of disposition; 
98(3)(e) — Rules where partnership. ceases. to. exist; 98(5)(e) — 
Rules where partnership business carried on as sole proprietorship; 
104(5)(c) — Trust — deemed disposition of property; 104(16) — 
Trusts'\— capital cost allowance deduction; 107(2) — Distribution 
by trust in satisfaction of capital interest; 107.2 — Distribution by 
retirement compensation arrangement; 132.1(1)(d) — Deemed capi- 
tal: cost of property following mutual fund reorganization; 
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138(11.8) — Rules on transfer of depreciable — property; 
138(11.91)(f) — Computation of income of non-resident insurer. 


Definitions [s. 13]: “acquired” — 256(7)-(9);,, “affiliated” — 
251.1; “amount” — 248(1); “amount payable” — 13(23.1), 
138(12); “appropriate minister” — 13(21); “arm’s length” — 
13(7)(e.1), 251; “assessment” — 248(1); “assistance” — 79(4), 
125.4(5), 248(16), 248(18); “available for use” — 13(21.2)(e)(iv), 
13(27)-(31), 248(19); “business” — 248(1);. “Canada” — 255; 
“capital cost” — 13(7)-(7.4), (10), 13(21.2)(g)@), 70(12), 
128.1(1)(c), 128.1(4)(c), 132.1(1)(d); “capital gain” — 39(1), 
248(1); “capital property” — 54, 248(1); “class of shares” — 
248(6); . “control” — 256(7)-(9); “conversion”, “conversion 
cost” — 13(21); “corporation” — 248(1), Interpretation Act 35(1); 
“cost amount” — 248(1); “cost to an-insurer of acquiring a mort- 
gage or hypothec” — 13(23.1), 138(12); “depreciable property” — 
13(21), 248(1); “estate” — 104(1), 248(1); “farming” — 248(1); 
“fiscal period” — 248(1), 249.1; “fishing”, “former business prop- 
erty” — 248(1); “former property” — 13(4); “gaining or producing 
income” — 13(9); “gross revenue” — 248(1); “income” — 
13(3)(b); “individual”, “life insurer”, “majority interest partner’, 
“Minister”, “motor vehicle” — 248(1); “1975 branch accounting 
election deficiency”, “1975-76 excess capital’ cost allowance” — 
13(23.1), 138(12); “non-resident”, “passenger vehicle”, “person”, 
“prescribed”, “property” — 248(1); “province” — Interpretation 
Act 35(1); “public corporation” — 89(1), 248(1); “regulation” — 
248(1); “related persons” — 251(2); “replacement property” — 
13(4), (4.1); “resident in Canada” — 250; “share”, “shareholder”, 
“subsidiary wholly-owned corporation” — 248(1); “tax payable” — 
248(2); “taxable Canadian property” — 115(1)(b), 248(1); “taxation 
year” — 11(2), 13(3)(a), 13(8), 249; “taxpayer” — 104(1), 248(1); 
“timber resource property” — 13(21), 248(1); “trust” — 104(1), 
248(1), (3); “undepreciated capital cost” — 13(21), 248(1); 
“vear” = 11(2); 13(3)(a), 13(8): 
Regulations [s. 13]: 1105 (prescribed classes of depreciable 
property). 

1.T. Application Rules [s. 13]: 20(1), (1.1), (3). 
Interpretation Bulletins [s. 13]: IT-151R4: Scientific research 
and experimental development expenditures; IT-297R2: Gifts’ in 


kind to charity and others; IT-325R2: Property transfers after sepa- 
ration, divorce and annulment. 


Forms [s. 13]: T2S(8): Capital cost allowance. 


14. (1) Inclusion in income from business — 
Where, at the end of a taxation year, the total of all 
amounts each of which is an amount determined, in 
respect of a business of a taxpayer, for E in the defi- 
nition “cumulative eligible,capital” in subsection (5) 
(in this section referred to as an “eligible capital 
amount’) or for F in that definition exceeds the total 
of all amounts determined for A to D in that defini- 
tion in respect of the business (which ‘excess is in 
this subsection referred to as “the excess”), — 


(a) in the case of a taxpayer (other than 
(1) a corporation, 


(ii) a partnership all the members of which 
were 


(A) corporations, 


(B) partnerships all the members of which 
were corporations, or 


(C) partnerships described in this subpara- 
graph, or 


(ii). a partnership that was not a Canadian 
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partnership throughout the year) 


who was resident in Canada throughout the year, 


(iv) the amount, if any, that is the lesser of 
(A) the excess, and 


(B) the amount determined for F in the 
definition “cumulative eligible capital” in 
subsection (5) at the end of the year in re- 
spect of the business 


shall be included in computing the taxpayer’s 
income from that business for the year, and 


(v) there shall be included in computing the 
taxpayer’s income from the business for the 
year the amount determined by the formula 


A-—-B-C-D 
where 
A is the eXCess, 
Bis the amount determined for F in the defi- 
nition “cumulative eligible capital” in sub- 


section (5) at the end of the year in respect 
of the business, 


C is ‘2 of the amount determined for Q in the 
definition “cumulative eligible capital” in 
subsection (5) at the end of the year in re- 
spect of the business, and 


D is such amount as the taxpayer claims, not 
exceeding the taxpayer’s exempt gains bal- 
ance in respect of the business for the year 


and, for the purposes of section 110.6 and of 


paragraph 3(b) as it applies for the purposes of 
that section, the total of all amounts each of 
which is the portion of the amount so included 
that can reasonably be attributed to proceeds 
of:a disposition in the year of.a qualified farm 
property (within the meaning assigned by sub- 
section 110.6(1)) in excess of the taxpayer’s 
cost of the property shall be deemed to be a 
taxable capital gain of the taxpayer from the 
disposition in the year of qualified farm — 


property. 


100 


Subdiy. b — Business or Property 


(b) in any other case, the amount, if any, by 
which the excess exceeds '/2 of the amount deter- 
mined for Q in the definition “cumulative eligible 
capital” in subsection (5) in respect of the busi- 
ness shall be included in computing the tax- 
payer’s income from that business for that year. 


Related Provisions: 14(1.1) — Expenditure relating to qualified 
farm property; 14(3)— Non-arm’s length acquisition of eligible 
capital property; 14(8)— Deemed residence in Canada; 14(9) — 
Effect of excessive election for capital gains exemption; 20(1)(b) — 
Cumulative eligible capital amount; 20(4.2) — Bad debt from dis- 
position of eligible capital property; 24(1) — Ceasing to carry on 
business; 24(2)(d) — Business carried on by spouse or controlled 
corporation; 28(1)(d) — Inclusion in farming or fishing income 
when using cash method; 39(9), (10) — Deduction from business 
investment loss; 39.1(5) — Partnership income inclusion — exempt 
capital gains balance; 70(5.1) — Eligible capital property of de- 
ceased; 70(9.8) — Farm property used by corporation or partner- 
ship; 73(3) — Inter vivos transfer of farm property by farmer to 
child; 85(1)(d.1) — Transfer of property to corporation by share- 
holders; 87(2)(f) — Amalgamation — continuing corporation; 
88(1)(c.1) — Windup — Amount to be included under para. 
14(1)(b); 98(3)(b) — Rules applicable where partnership ceases to 
exist; 98(5)(h) — Where partnership business carried on as sole 
proprietorship; 107(2)(f) — Capital interest distribution by personal 
or prescribed trust; 110.6(2) — Capital gains deduction — qualified 
farm property; 110.6(3) — Capital gains deduction — other prop- 
erty; 110.6(17)— Order of deduction; 146(1)“earned in- 
come”(h) — Amount under 14(1)(a)(v) excluded from earned ‘in- 
come for RRSP purposes; 248(1)“eligible capital amount” — 


Definition applies to entire Act; 257 — Formula cannot calculate to 


less than zero. 


History: Subpara. 14(1)(a)(v) amended by 1995, c. 3, subsec. 5(1), 
applicable to fiscal periods that end after February 22, 1994 other- 
wise than because of an election under subsec. 25(1). Subpara. (v) 
formerly read: 


(v) the amount, if any, by which the excess exceeds the total 
of 


(A) the amount determined under subparagraph (iv), and 


(B) '/ of the amount determined for Q in the definition 
“cumulative eligible capital” in subsection (5) 'in respect 
of the business 


shall be deemed to be a taxable capital gain of the taxpayer 
from a disposition of capital property by the taxpayer in the 
year and, for the purposes of section 110.6, that property shall 
be deemed to have been disposed of by the taxpayer in the 
year; and 


Subpara. 14(1)(a)(v) and para. 14(1)(b) substituted by 1994, c. 7, 
Sch. II. (1991, c. 49), subsec. 10(1), applicable 


(a) in the case of a corporation, to taxation years commencing 
after June 1988, and 


(b) in any other case, to fiscal periods commencing after 1987. 
That subpara. and para. formerly read: 


(v) the amount, if any, by which the excess exceeds the 
amount determined under subparagraph (iv) shall be 
deemed to be a taxable capital gain of the taxpayer from 
a disposition of capital property by the taxpayer in the 
year and, for the purposes of section 110.6, that property 
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shall be deemed to have been disposed of by the taxpayer 
in the year; and 


(b) in any other case, the excess shall be included in comput- 
ing the taxpayer’s income from that business for that year. 


Pre-RSC History: Subsec. 14(1) substituted by 1988, c. 55, sub- 
sec. 7(1), applicable 


(a) in the case of a corporation, for taxation years commencing 
after June 1988, and 


(b) in any other case, for fiscal periods commencing after 1987. 


Subsec. (1) formerly read: 


14. (1) Amount to be included in computing income from 
a business — Where, at the end of a taxation year, the 
aggregate of all amounts each of which is an amount deter- 
mined under subparagraph (5)(a)(iii) in respect of a business 
or an amount determined under subparagraph (5)(a)(iv) in re- 
spect of the business (the latter amount hereinafter referred to 
as an “eligible capital amount”) exceeds the aggregate of all 
amounts determined under subparagraphs (5)(a)(i) and (ii) in 
respect of the business of the taxpayer, the excess shall be 
included in computing the taxpayer’s income from that busi- 
ness for that taxation year. 


Subsec. 14(1) substituted by 1977-78, c. 1, subsec. 7(1), applicable 
with respect to taxation years ending after March 1977. Subsec. (1) 
formerly read: 


14. (1) Sale of goodwill and other “nothings” — Where, as 
a result of a transaction occurring after 1971, an amount has 
become payable to a taxpayer in a taxation year in respect of 
a business carried on or formerly carried on by him and the 
consideration given by the taxpayer therefor was such that, if 
any payment had been made by the taxpayer after 1971 for 
that consideration, the payment would have been an eligible 
capital expenditure of the taxpayer in respect of the business, 
there shall be included in computing the taxpayer’s income 
for the year from the business the amount, if any, by which 1/2 
of the amount so payable (which '/2 is hereafter in this section 
referred to as an “eligible capital amount” in respect of the 
business) exceeds the taxpayer’s cumulative eligible capital 
in respect of the business immediately before the amount so 
payable became payable to the taxpayer. 


Selected Cases [subsec. 14(1)]: Fortino v. Canada, [1997] 2 
C.T.C. 2184 (TCC) (Non-competition agreement proceeds not eligi- 
ble capital amounts); Edmonton Plaza Hotel (1980) Ltd. v. The 
Queen, [1987] 2 C.T.C. 153 (FCTD) (Amount paid to municipality 
for provision of parking spaces required for expansion was capital); 
The Queen v. Goodwin Johnson (1960) Ltd., [1986] 1 C.T.C. 448 
(FCA) (Amount paid to company for surrender of rights under con- 
tract not eligible capital amount); Tekarra Lodge Ltd. v. The Queen, 
[1985] 1 C.T.C. 334 (FCTD) (Proceeds of disposition of expired 
government licence were amounts received in respect of govern- 
ment right); Brooke Bond Foods Ltd. v. The Queen, [1984] C.T.C. 
115 (FCTD) (Cost of plans for construction eligible capital expendi- 
ture even though building not built); The Queen v. Timagami Finan- 
cial Services Ltd., [1982] C.T.C. 314 (FCA) (Goodwill portion of 
proceeds payable in subsequent year not included in current year 
eligible capital amount); The Queen v. Lague, Leopold, Ltd., [1981] 
C.T.C. 348 (FCTD) (Sale of rights under contract less than two 
years after closing was sale of eligible capital property, not adven- 
ture in nature of trade). 


1.T. Application Rules: 21(1). 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-365R2: Damages, settlements and similar receipts; IT- 
386R: Eligible capital amounts. See also list at end of s. 14. 


Advance Tax Rulings: ATR-6: Vendor reacquires. business as- 
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sets following default by purchaser. 


(2) Amount deemed payable — Where any 
amount is, by any provision of this Act, deemed to 
be a taxpayer’s proceeds of disposition of any prop- 
erty disposed of by the taxpayer at any time, for the 
purposes of this section, that amount shall be 
deemed to have become payable to the taxpayer at 
that time. 


Pre-RSC History: Subsec. 14(2) substituted for 14(2), (3) by 
1977-78, c. 1, applicable to taxation years ending after March 1977. 
Subsecs. (2), (3) formerly read: 


(2) Amount deemed payable — Where any amount is, by 
any provision of this Act, deemed to be a taxpayer’s proceeds 
of disposition of any property disposed of by him at any time, 
for the purposes of subsection (1) that amount shall be 
deemed to have become payable to him at that time. 


(3) Subsequent outlays or expenses — Where a taxpayer 
has, during a taxation year but after the latest time at which 
any amount payable to him (in respect of which he is required 
by subsection (1) to include an amount in computing his in- 
come for the year from a business) became payable to him, 
made or incurred outlays or expenses that are eligible capital 
expenditures in respect of the business, notwithstanding sub- 
section (1) and paragraph (5)(a), the following rules apply: 


(a) if the aggregate of the amounts that would, according 
to the terms of subsection (1), be included in computing 
his income for the year from the business is equal to or 
exceeds his cumulative eligible capital in respect of the 
business at the end of the year, 


(i) the amount to be included in computing his in- 
come for the year from the business under subsection 
(1) is that aggregate minus the amount that would 
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otherwise be his cumulative eligible capital in re- 
spect of the business at the end of the year, and 


(ii) his cumulative eligible capital in respect of the 
business at the end of the year is nil; and 


(b) if the aggregate of amounts that would, according to 
the terms of subsection (1), be included in ‘computing his 
income for the year from the business is less than his cu- 
mulative eligible capital in respect of the business at the 
end of the year, ee 


(i) no amounts shall be included in computing his in- 
come for the year from the business under subsection 
(1), and 


(ii) his cumulative eligible capital in respect of the 
business at the end of the year is the amount thereof 
otherwise determined minus that aggregate. 


Interpretation Bulletins: See list at end of s. 14. 


(3) Acquisition of eligible capital property — 
Notwithstanding any other provision of this Act, 
where at. any time a person or partnership (in this 
subsection referred to as the “taxpayer”) has, directly 
or indirectly, in any manner whatever, acquired an 
eligible capital property in respect of a business from 
a person or partnership with whom the taxpayer did 
not deal at arm’s length (in this subsection referred 
to as the “transferor’’) and the property was an eligi- 
ble capital property of the transferor (other than 
property acquired by the taxpayer as a consequence 
of the death of the transferor), the eligible capital ex- 
penditure of the taxpayer in respect of the business 
shall, in respect of that acquisition, be deemed to be 
equal.to “/; of the amount, if any, by which 


(a) the amount determined for E in the definition 
“cumulative eligible capital’ in subsection (5) in 
respect of the disposition of the property by the 
transferor 


exceeds 


(b) the total of all amounts that can reasonably be 
considered to have been claimed as deductions 
under section 110.6 by any person with whom the 
taxpayer was not dealing at arm’s length in re- 
spect of the disposition of the’ property by the 
transferor, or any other disposition of the prop- 
erty before that time, 


except that, where the taxpayer disposes of the prop- 
erty after that time, the amount of the eligible capital 
expenditure deemed by this subsection to be made 
by the taxpayer in respect of the property shall be 
determined at any time after the disposition as if the 
amount determined under paragraph (b) in respect 
thereof were the lesser of 


(c) the amount otherwise so determined, and 
(d) the amount, if any, by which 


(i) the amount determined under paragraph (a) 
in respect of the disposition of the property by 
the transferor 


exceeds 


(ii) the amount determined for E in the defini- 
tion “cumulative: eligible capital” in subsec- 
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tion (5) in respect of the disposition of. the 
property by the taxpayer. 
Related. Provisions: 110.6(19)(b)(ii) — Where settiod made to 


trigger capital gains exemption; 248(8) — Occurrences as a conse- 
quence of death. 


History: Subsec. 14(3) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 10(2), applicable with respect to acquisitions of prop- 
erty occurring after 1987, except that, in its application to acquisi- 
tions by a taxpayer after 1987 and before the taxpayer’s adjustment 
time in respect of the business in which the property. is used, the 
reference to ““/3 of shall be read as a reference to “2 times”. Sub- 
sec. 14(3) formerly read: 
(3) Acquisition of eligible capital property — Notwith- 
standing any other provision of this Act, where at a particular 
time a person or partnership (in this subsection referred to as 
the “taxpayer”) has,: directly or indirectly, in any manner 
whatever, acquired an eligible capital property in respect of a 
business from a person or partnership that disposed of the 
property to the taxpayer and with whom the taxpayer did not 
deal at arm’s length, and the property that was disposed: of 
was_an eligible capital property of the person or partnership, 
the eligible capital expenditure in respect of the business 
made by the taxpayer relating to the acquisition shall be 
deemed to be “/3 of the amount, if any, by which 
(a) the amount determined for E in the definition “cumu- 
lative eligible capital” in subsection (5) by the person or 
partnership in respect of the disposition 
exceeds 


(b) the amount, if any, determined under subparagraph 
(1)(a)(v) by the person or partnership: in respect of the 
disposition to the extent that the,amount may reasonably 
be considered to have been claimed by any person as a 
deduction under section 110.6. 


Pre-RSC History: Subsec. 14(3) added by 1988, c. 55, subsec. 
7(2), applicable with respect to acquisitions of property after 1987, 
except that with respect to acquisitions by a taxpayer after 1987 and 
before the taxpayer’s adjustment time in respect of the business in 
which the property is used, the reference to ‘““/s of’ shall be read as a 
reference to “2 times”. 


For history of former subsec. 14(3), see under subsec. 14(2). 
Interpretation Bulletins: See list at end of s. 14. 


(4) References to “taxation year” or “year” — 
Where a taxpayer is an individual and the taxpayer’s 
income for a taxation year includes income from a 
business the fiscal period of which does not coincide 
with the calendar year, for greater certainty a refer- 
ence in this section to a. “taxation year” or “year” 
shall be read as a reference to a “fiscal period” or 
“period”’. 

Related Provisions: 11(2) — References to “taxation year” or 
“year” of an individual. 


(5) Definitions — In this section, 


‘adjustment time” of a taxpayer in respect of a bus- 
iness 1s 
(a) in the case of a corporation formed as a result 
of an amalgamation occurring after June 30, 
1988, the time immediately before the 
amalgamation, 


(b) in the case of any other corporation, the time 
immediately after the commencement of its first 
taxation year commencing after June 30, 1988, 
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and 


(c) for any other taxpayer, the time immediately 
after the commencement of the taxpayer’s first 
fiscal period commencing after 1987 in respect of 
the business. 
Related Provisions: 248(1)‘adjustment time” — Definition ap- 
plies to entire Act. 
Pre-RSC History: The definition “adjustment time” was para. 
14(5)(c). See Table of Concordance. 


Para. 14(5)(c) added by 1988, c. 55, subsec. 7(4), applicable after 
June 17, 1987. 


“cumulative eligible capital” of a taxpayer at any 
time in respect of a business of the taxpayer means 
the amount determined by the formula 


(A+B+C+D+D.1) - (E+ F) 
where 


A is */s of the total of all eligible capital expendi- 
tures in respect of the business made or incurred 
by the taxpayer before that time and after the tax- 
payer’s adjustment time, 


B. 1s the total of 


(a) all amounts each of which is the amount 
that would have been included under subpara- 
graph (1)(a)(v) in computing the taxpayer’s 
income from the business for a taxation year 
that ended before that time and after February 
22, 1994 if the.amount determined for D in 
that subparagraph for the year were nil, 


(b) all amounts included under paragraph 
(1)(b) in computing the taxpayer’s income 
from the business for taxation years that en- 
ded before that time and after the taxpayer’s 
adjustment time, and 


(c) all taxable capital gains included, because 
of the application of subparagraph (1)(a)(v) to 
the taxpayer in respect of the business, in 
computing the taxpayer’s income for taxation 
years that began before February 23, 1994. 


C is * of the amount, if any, of the taxpayer’s cu- 
mulative eligible capital in respect of the business 
at the taxpayer’s adjustment time, 


D is the amount, if any, by which 


(a) the total of all amounts. deducted under 
paragraph 20(1)(b) in computing the tax- 
payer’s income from the business for taxation 
years ending before the taxpayer’s adjustment 
time 

exceeds 


(b) the total of all amounts included under 
subsection (1) in computing the taxpayer’s in- 
come from the business for taxation years 
ending before the taxpayer’s adjustment time, 


D.1 is, where the amount determined by B exceeds 
zero, '/2 of the amount determined for Q in re- 


spect of the business, 
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E is the total of all amounts each of which is */4 of 
the amount, if any, by which 


(a) an amount which, as a result of a disposi- 
tion occurring after the taxpayer’s adjustment 
time and before that time, the taxpayer has or 
may become entitled to receive, in respect of 
the business carried on or formerly carried on 
by the taxpayer where the consideration given 
by the taxpayer therefor was such that, if any 
payment had been made by the taxpayer after 
1971 for that consideration, the payment 
would have been an eligible capital expendi- 
ture of the taxpayer in respect of the business 


exceeds 


(b) all outlays and expenses to the extent that 
they were not otherwise deductible in comput- 
ing the taxpayer’s income and were made or 
incurred by the taxpayer for the purpose of 
giving that consideration, and 


F is the amount determined by the formula 


(P+P.1+Q)-R 
where 


P is the total of all amounts deducted under par- 
agraph 20(1)(b) in computing the taxpayer’s 
income from the business for taxation years 
ending before that time and after the tax- 
payer’s adjustment time, 


P.lis the total of all amounts each of which is an 
amount by which the cumulative eligible capi- 
tal of the taxpayer in respect of the business is 
required to be reduced at or before that time 
because of subsection 80(7), 


Q is the amount, if any, by which 


(a) the total of all amounts deducted under 
paragraph 20(1)(b) in. computing ‘the tax- 
payer’s income from the business for taxa- 
tion years ending before the taxpayer’s ad- 
justment time 


exceeds 


(b) the total of all amounts included under 
subsection (1) in computing the taxpayer’s 
income for taxation years ending before 
the taxpayer’s adjustment time, and 


R_ is the total of all amounts included under sub- 
paragraph (1)(a)(iv) in computing the tax- 
payer’s income from the business for taxation 
years ending before that time and after the 
taxpayer’s adjustment time; 


Related Provisions: 14(1) — Inclusion in income from business; 
14(3) — Non-arm’s length acquisition of eligible capital property; 
14(12) — Acquisition of eligible capital property by affiliated per- 
son on cessation of business; 20(1)(b) — Annual deduction of 7% 
of cumulative eligible capital; 20(4.2) — Bad debts; 24(1) — Ceas- 
ing to carry on business; 24(2)(d) — Business carried on by spouse 
or controlled corporation; 70(5.1) — Eligible capital property of de- 
ceased; 87(2)(f) — Amalgamations — cumulative eligible capital; 
89(1) — Capital dividend account; 98(3)(b) — Rules where partner- 


104 


Subdiv. b — Business or Property 


ship ceases to exist; 98(5)(h) — Where partnership business carried 
on as sole proprietorship; 248(1)“cumulative eligible capital’? — 
Definition. applies to entire Act; 257 — formula cannot calculate to 
less than zero. 


History: P.1 added to the second formula in the definition “cumu- 
lative eligible capital” in subsec. 14(5) and its description added by 
1995, c. 21, subsecs. 3(1) and (2), applicable to taxation years that 
end after February 21, 1994. 


The description of B in the definition “cumulative eligible capital” 
in subsec. 14(5)amended by 1995, c. 3, subsec. 5(2), applicable to 
fiscal periods that end after February 22, 1994 otherwise than be- 
cause of an election under subsec. 25(1). The description of B for- 
merly read: 


Bis the total of all amounts deemed by subparagraph 
(1)(a)(v) to have been a taxable capital gain of the tax- 
payer froma disposition of capital property and all 
amounts included:by reason of paragraph (1)(b) in.com- 
puting the taxpayer’s income from the business for taxa- 
tion years ending before that time and after the hsi'es Jak S 
adjustment time, 


The. first formula in “cumulative eligible capital” in subsec. 14(5) 
was amended to include D.1, and the description of D.1 was added, 
by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 10(3), (3.1), applicable 


(a) in the case of a corporation, to taxation years commencing 
after June 1988, and 


~ (b) in any other case, to fiscal periods commencing after 1987. 


Pre-RSC_ History: The definition “cumulative eligible capital” 
was para. 14(5)(a). Descriptive subparagraphs have been replaced 
by the formula. The pre-R.S.C. version read: 


(a) “cumulative eligible capital” of a taxpayer at any time in 
respect of a business of the taxpayer means the amount, if 
any, by which the aggregate of 


(i) “4 of the aggregate. of all eligible capital expenditures 
in respect of the business made or incurred by the tax- 
payer before that time and after his adjustment time, 


(ii) the aggregate of all amounts deemed by subpara- 
graph (1)(a)(v):to have been a taxable capital gain of the 
taxpayer from a-disposition of capital property and all 
amounts included by reason of paragraph (1)(b) in com- 
puting the taxpayer’s income from the business for taxa- 
tion years ending before that time and after the tax- 
payer’s adjustment time, 


(iii) * of the amount, if any, of the taxpayer’s cumulative 
_. eligible capital in respect of the business at his adjust- 
ment time, 


(iii. 1) the amount, if any, by which 


(A) the aggregate of all amounts deducted. under 
paragraph 20(1)(b) in computing the taxpayer’s in- 
come from the business for taxation years ending 
before his adjustment time 


exceeds 


(B) the aggregate of all amounts included under sub- 
section (1) in computing the taxpayer’s income from 
the business for taxation years ending before his ad- 
justment time 


exceeds the total of 


(iv) the aggregate of all amounts each of which is 4 of 
“the amount, if any, by which 


(A) an amount which, as a result of a disposition oc- 
curring after the taxpayer’s adjustment time and 
before that time, he has or may become entitled to 
receive, in respect of the business carried on or for- 
merly carried on by him where the consideration 
given by. him therefor was such that, if any payment 
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had been made by him after 1971 for that considera- 
tion, the payment would have been an eligible capital 
expenditure of the taxpayer in respect of the business 


exceeds 


(B) all outlays and expenses to the extent that they 
were not otherwise deductible in computing the tax- 
payer’s income and were made.or incurred by him 
for the purpose of giving that consideration, and 


(v) the amount, if any, by which the total of 


(A) the aggregate of all amounts deducted under 
paragraph 20(1)(b) in computing the taxpayer’s in- 
come from the business for taxation years ending 
before that time and after his adjustment time, and 


(B) the amount; if any, by which 


(I) the aggregate of all amounts deducted under 
paragraph 20(1)(b) in computing the taxpayer’s 
income from the business for taxation years end- 
ing before his adjustment time 


exceeds 


(II) the aggregate of all amounts included under 
subsection (1) in computing the taxpayer’s in- 
come for taxation years ending before his adjust- 
ment time, 


exceeds 


(C) the aggregate of all amounts included under sub- 
paragraph (1)(a)(iv) in computing the taxpayer’s in- 
come from the business for taxation years ending 
before that time and after his adjustment time; 


Para. 14(5)(a) substituted by 1988, c. 55, subsec. 7(3), applicable 
(by subsec. 7(6), as amended by 1991, c. ae s. 240, deemed to have 
come into force September 13, 1988) 


(a) in the case of a corporation, for taxation years commencing 
after June 1988, and 


(b) in any other case, for fiscal periods commencing after 1987, 


except that, with respect to dispositions of property occurring on or 
before June 17, 1987 or after that date pursuant to the terms of an 
obligation entered into in writing on or before that date, cl. 
14(5)(a)(iv)(A) shall be read as follows: 


(A) an amount which, as a result of a disposition occurring 
after 1971, became payable to the taxpayer before that time 
and after the taxpayer’s adjustment time in respect of the bus- 
iness carried on or formerly carried on by the taxpayer where 
the consideration given by the taxpayer therefor was such 
that, if any payment had been made by him after 1971 for that 
consideration, the payment would have been an eligible capi- 
tal expenditure of the taxpayer in respect of the business 


and, with respect to dispositions of property occurring after June 17, 
1987, otherwise than pursuant to the terms of an obligation entered 
into in writing before June 18, 1987, and. before para. 14(5)(a), as 
amended, comes into effect, cl. 14(5)(a)G@v)(A). shall be read as 
follows: 


(A) an amount which, asa result of a disposition occurring 
after 1971 and before that time, the taxpayer has or may be- 
come entitled to receive, in respect of a business carried on or 
formerly carried on by the taxpayer where the consideration 
given by the taxpayer therefor was such. that, if any payment 
had been made by the taxpayer after 1971 for that considera- 
tion, the payment would have been an eligible capital expen- 
diture of the taxpayer in respect of the business, 


Para. 14(5)(a) formerly read: 


(a) “cumulative eligible capital” — “cumulative eligible 
capital” of a taxpayer at any time in respect of a business 
means the amount by which the aggregate of 


(i) 2 of the aggregate of the eligible capital expenditures 
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in respect of the business made, or incurred by the tax- 
payer before that time, and 


(ii) all amounts included by virtue of subsection (1) in 
computing the taxpayer’s income from the business for a 
taxation year ending prior to that time, 


exceeds the aggregate of 


(iii) all amounts each of which is an amount in respect of 
any taxation year of the taxpayer ending before that time, 
equal to the amount deducted under: paragraph 20(1)(b) 
in computing the taxpayer’s income for,that year from 
the business, and 


(iv) the aggregate of all amounts each of which is '/2 of 
the amount, if any, by which 


(A) an amount that, as a result of a transaction occur- 
ting after 1971, became payable to the taxpayer 
before that time in respect of a business carried on or 
formerly carried on by him where the consideration 
given by the taxpayer therefor was such that, if any 
payment had been made by the taxpayer after 1971 
for that consideration, the payment would have been 
an eligible capital expenditure of the taxpayer in re- 
spect of the business, 


exceeds 


(B) any outlays and expenses to the extent that they 
were made or incurred by him for the purpose of giv- 
ing that consideration; and ~ 


Para. 14(5)(a) substituted by 1977-78, c. 1,'subsec. 7(2), applicable 
for the purpose of determining the cumulative eligible capital of a 
taxpayer in respect of a business at any time after March 1977. Para. 
14(5)(a) formerly read: ; 


(a) “cumulative eligible capital” of a ERD AYE! at any time in 
respect of a business means 


(i) ‘2 of the aggregate of the eligible capital expenditures 
in respect of the business made or incurred by the tax- 
payer before that time, 
minus 
(ii) the aggregate of | 
(A) all amounts each of which is an amount in re- 
spect of any taxation year of the taxpayer ending 
before that time, equal to the amount deducted under 
paragraph 20(1)(b) in computing the taxpayer’s in- 
come for that year from the business, 
(B) for each eligible capital amount in respect of the 
business that became payable to the taxpayer before 
that time, the lesser of 
(1) the eligible capital amount, and 
(II) the cumulative eligible capital of the tax- 
payer in respect of the business immediately 
before the disposition as a result of which the el- 
igible capital amount became payable, and 
(C) all amounts by which the cumulative eligible 
capital of the taxpayer in respect of the business at 
the end of any taxation year of the taxpayer ending 
before that time was reduced by virtue-of subsection 
(3); and 
Interpretation Bulletins: IT-143R2: Meaning of eligible, capital 
expenditures; IT-365R2: Damages, settlements and similar receipts; 
IT-386R: Eligible capital amounts; IT-471R: Merger of partner- 
ships. See also list at end of s. 14. 


Forms: T2S(8)(A): Cumulative eligible capital deduction. 


“eligible capital expenditure” of a taxpayer in re- 
spect of a business means the portion of any outlay 
or expense made or incurred by. the taxpayer, as a 
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result of a transaction occurring after 1971, on ac- 
count of capital for the purpose of gaining or produc- 
ing income from the business, other than any such 
outlay or expense 


(a) in respect of which any amount is or would 
be, but for any provision of this Act limiting the 
quantum of any deduction, deductible (otherwise 
than under paragraph 20(1)(b)) in computing the 

- taxpayer’s income from the business, or in re- 
spect of which any amount is, by virtue of any 
provision of this Act other than paragraph 
18(1)(), not deductible in computing that 
income, 


(b) made or incurred for the purpose of gaining or 

“producing income that is exempt income, or 

(c) that is the cost of, or any part of the cost of, 
(i) tangible property of the taxpayer, 
(ii) intangible property that is depreciable 
property of the taxpayer, . 

(ili) property in respect of which any deduc- 
tion (otherwise than under paragraph 
20(1)(b)) is permitted in computing the tax- 
payer’s income from the business or,would be 
so permitted if the taxpayer’s income from the 
business were sufficient for the purpose, or 


(iv) an-interest in, or right to acquire, any 
property described 1 in any of subparagraphs (1) 
to (ili), 


- but, for greater certainty and without restricting the 


generality of the foregoing, does not include any 
portion of 


(d) any ‘amount paid or payable tc to any creditor of 
the taxpayer as, on account or in lieu of payment 
of any debt or as or on account of the redemption, 
cancellation or purchase of any bond or 
debenture, 


(e) where the taxpayer is a corporation, any 
amount paid or payable to:a person asa le 
holder of the corporation, or ; 


(f) any amount that is the cost of, or any part of 
the cost of, 


(i). an interest in a trust, 
(11) an interest in a partnership, 


(111) a share, bond, debenture, mortgage, note, 
bill or other similar property, or 


(iv), an interest in, or right to acquire, any 

property described in any of subparagraphs (i) 

to (ili); 
Related, Provisions: 14(3) — Non-arm’s length acquisition of 
eligible capital property; 87(2)(f) — Amalgamations — cumulative 
eligible capital; 98(3)(b) — Rules applicable where partnership 
ceases to exist; 107(2)(f) — Capital interest distribution by personal 
or prescribed trust; 248(1)“eligible capital expenditure” — Defini- 
tion applies to entire Act. 


Pre-RSC History: The definition “eligible capital expenditure” 
was para. 14(5)(b). See Table of Concordance. 
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Selected Cases [subsec. 14(5)“eligible capital expendi- 
ture”]: 228262 Alberta Ltd. v. MNR, [1996] 1.C.T.C. 2416 (TCC) 
(Price rectification was eligible capital expenditure, not current ex- 
pense or cost of borrowing); The Queen v. Royal Trust Corp. of 
Canada, [1983] C.T.C. 159 (FCA) (Stockbroker’s commission dur- 
ing public issue eligible capital expenditure). 


Interpretation Bulletins: IT-99R4: Legal and accounting. ne 
IT-104R2: Deductibility of fines or penalties; IT-143R2: Meaning 
of “eligible capital expenditure”; IT-187: Customer iists and ledger 
accounts; IT-341R3: Expenses of issuing shares or borrowing 
money; IT-364: Commencement of business operations. IT-386R: 
Eligible capital amounts. See also list at end. of s. 14. 


“exempt gains balance” of an individual in respect 
of a business of the individual for a taxation year 
means the amount determined by the formula 


A-—B 
where 
A is the lesser of 
(a) the amount by which 


(i) the amount that would have been the in- 
dividual’s taxable capital gain determined 
under paragraph 110. Bo) in Ag ee of 
the business if 


(A) the amount designated in an elec- 
tion under subsection 110.6(19) in re- 
spect of the business were equal to the 
fair market value at the end of February 
22, 1994 of all the eligible capital prop- 
erty owned by the elector at that time in 
respect of the business, and 


(B) this Act were read without refer- 
ence to subsection 110.6(20) 


exceeds 
(ii) the amount determined by the formula 
0.75(C — 1.1D) 
where 


C is the amount designated in the election 
that was made under subsection 
110.6(19) in respect of the business, 
and 


D is the fair market value at the end of 
February 22, 1994 of the property re- 
ferred to in clause (i)(A), and 


(b) the individual’s taxable capital gain deter- 
mined under paragraph 110.6(19)(b) in re- 
spect of the business, and 


B is the total of all amounts each of which is the 
amount determined for D in subparagraph 
(1)(a)(v) in respect of the business for a preced- 
ing taxation year. 


Related Provisions: 14(9) — Effect ‘of excessive election; 
257 — Formula cannot. calculate to less than zero., 


History: The definition “exempt gains balance” added to 'subsec. 
14(5) by 1995, c. 3, subsec. 5(3), applicable to fiscal periods: that 
end after February 22, 1994 otherwise than because of an election 
under subsec. 25(1). 


_ year (in this,-subsection referred: to as the 


S. 14(6)(b) 


(6) Exchange of property — Where in. a taxation 
“nitial 


_ year’’) a taxpayer has disposed of an eligible capital 
_ property (in this section referred to as the taxpayer’s 


“former property”), if the taxpayer so elects under 
this subsection in the taxpayer’ s return of income 
under this’Part for the year in which the taxpayer ac- 
quires, as a replacement property for the taxpayer’s 


- former property, an eligible capital property’ (in this 


section referred to as a “replacement property”), 
such amount not exceeding the amount that would 
otherwise be included in the amount determined for 
E in the definition “‘cumulative eligible capital” ‘in 
subsection (5) (if the description of E in that defini- 


tion were read. without. reference to “/s of’) in re-, 


spect of a business as has been used by. the taxpayer 
before the end of the first taxation year following the 
initial year to acquire the replacement. property... 


(a) shall, subject to paragraph (b), not be included 
in the amount determined for E in that definition 
for the purpose of determining the cumulative eli- 

: gible capital of the taxpayer | in respect of the bus- 
iness; and 


. (b) shall, to the extent of */4 thereof, be inlaied 
in the amount determined for E in that definition 
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for the purpose of determining the cumulative eli- 
gible capital of the taxpayer in respect of the bus- 
iness at a time that is the later of 
(i) the time the replacement property was ac- 
quired by the taxpayer, and 
(ii) the time the former propenty was. disposed 
of by the taxpayer. 
Related Provisions: 14(7) — Meaning of.a “replacement prop- 


erty”; 96(3) — Election by members of partnership; 220(3.2), Reg. 
600(b) — Late filing of election or revocation. 


Pre-RSC History: Subsec. 14(6) amended by 1988, c. 55, subsec., 


7(5), to substitute, in that portion preceding para. (a), “a taxpayer 
has disposed of” for “an amount has become payable to a taxpayer 
in respect of the disposition of’, and “°/s of” for “'/2 of’, and in para. 
(b), ““/” for “V2”; applicable with respect to pe ap of eligible 
capital property occurring 


(a) in the case of a corporation, in taxation years ruse Loess 
after June 1988, and 


(b) in any other case, in fiscal periods commencing after 1987, 
and, with respect to dispositions occurring 


(c) in the case of a corporation, in the last taxation year of the 
corporation commencing before July 1988, and — 
(d) in any other case, in the last fiscal period of the taxpayer 
commencing before 1988, 
the reference to “'/” in paragraph 14(6)(b), as it read before this 
amendment, shall be read as a reference to “3/7”, Subsec. 14(6) for- 
merly read: fuik 


(6) Exchanges of property — Where in a taxation year (in ” 


this subsection referred to as the “initial year”) an amount has’ 


become payable to a taxpayer in respect of a disposition of an 
eligible capital property (in this section referred to as his “for-. 
mer property’), if the taxpayer so elects under this subsection 
in his return of income under this Part for the year in which 
he acquires, as a replacement property for his former prop- 
erty, an eligible capital property (in this section referred to as 
a “replacement property”), such amount not exceeding the 

-amount that would otherwise be included‘in the aggregate © 
computed under subparagraph (5)(a)(iv) (if that subparagraph . 
were read without reference to “'/2 of’) in respect of a busi- 
ness as has been used by the taxpayer before the end of the 
first taxation year following the initial year to acquire ue te- 
placement property 


(a) shall, subject to paragraph (b), not be included in the — 
aggregate computed under subparagraph (5)(a)(iv) for the 
purpose of determining the cumulative eligible capital of 
the taxpayer in respect of the business, and - 


(b) shall, to the extent of '/ thereof, be included in the 
aggregate computed under subparagraph (5)(a)(iy) for the 
purpose of determining the cumulative eligible capital of 
the taxpayer in respect of the business at a time that is me 
later of 


_ (i) the time the replacement property was acquired 
_by the taxpayer, and 


(ii) the time the former property was heeaied of by 
the taxpayer. 


All that portion of subsec. 14(6) preceding para. (a), all that portion 
of para. 14(6)(b) preceding subpara. (i) substituted by 1980-81-82- 
83, c. 48, subsecs. 6(1), (2), applicable with respect to dispositions 
occurring after December 11, 1979, to add “(if that subparagraph 
were read without reference to “'/ of’)” and “to the. extent of '/2 
thereof’. 


Subsec. 14(6) added by 1977-78, c. 1, subsec. 7(3), applicable to 
dispositions of eligible capital property after March 31, 1977. 
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Interpretation Bulletins: See list at end of s. 14.” 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting’ late, 


(7) Replacement property for a former prop- 
erty — For the purposes of subsection (6), a particu- 
lar eligible capital property of a taxpayer is a fe- 
placement property for a former property of the 


| taxpayer if 


(a) it was acquired by the taxpayer for tite ' same 
or a similar use’as the use‘to which the taxpayer 
put the former property; 


(b) it was acquired for the purpose of gaining or 
producing income from the same or a similar bus- 
iness as that in which the former property was 
used; and 


(c) where the former property was used by the 
taxpayer in a business carried on in Canada, the 
particular property.was acquired for use by the 
taxpayer in a business carried on by the taxpayer — 
in Canada. 

History: Para. 14(7)(c) substituted by 1994, c. 7, Sch. I (1991, c. 
49), subsec. 10(4), applicable to, property acquired as a replacement 
for a former property disposed of after April 2, 1990, other than a 

former property disposed of »~ 


| (a) under an agreement in writing entered into before April 3, 
1990; or , 


(b) pursuant to a written’notice of an intention to take the prop- 
erty under statutory authority given before April 3, 1990 or for 
the sale price of the property sold to'a person by whom ‘such a 
notice was given before April 3, 1990. 


Para. 14(7)(c) formerly read: 


(c) where the taxpayer was not resident in Canada at the time 
the taxpayer acquired the particular property, in addition to 
the requirements in paragraphs (a) and (b), the particular 
property was acquired for use by the taxpayer in a business 
carried on: by the taxpayer in Canada. 


Pre-RSC History: Paras. 14(7)(a), (b) substituted by 1977-78, ¢. 
32, s. 3, applicable to dispositions of eligible capital property after 
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March 31, 1977. 


Subsec. 14(7) added by 1977-78, c. 1, subsec. 7(3), applicable to 
dispositions of eligible capital property after March 31, 1977. 


Interpretation Bulletins: IT-259R2: Exchanges of property. See 
also list at end of s. 14. 


(8) Deemed residence in Canada — Where an 
individual was resident’ in Canada at any time in a 
particular taxation year and throughout 


(a) the preceding taxation year, or 
(b) the following taxation year, 


for the purpose of paragraph (1)(a), the individual 
shall. be deemed to have been resident in Canada 
throughout the particular year. 


History: Subsec. 14(8) added by 1994, c. 21, s. 8, applicable to 
1988 et seq. 


(9) Effect of election under subsec. 
110.6(19) — Where an individual elects under sub- 
section 110.6(19) in respect of a business, the indi- 
vidual shall be deemed to have received proceeds of 
a disposition on February 23, 1994 of eligible capital 
property in respect of the business equal to the 
amount determined by the formula 


4 
hae BD 


where 


A is the amount determined in respect of the busi- 
ness under subparagraph (a)(ii) of the description 
of A in the definition “exempt gains balance” in 
subsection (5), and 


B_ is the amount determined in respect of the busi- 
ness under subparagraph (a)(i) of the description 
of A in the definition “exempt gains balance” in 
subsection (5). 


Related Provisions: 257 — formula cannot calculate to less than 
zero. 


History: Subsec..14(9) added by 1995, c. 3, subsec: 5(4), applica- 
ble to fiscal periods that end after February 22, 1994 otherwise than 
because of an election under subsec. 25(1). 


(10) Deemed eligible capital expenditure — 
For the purposes of this Act, where a taxpayer re- 
ceived or is entitled to receive assistance from a gov- 
ernment, municipality or other public authority in re- 
spect of, or for the acquisition of, property the cost 
of which is an eligible capital expenditure of the tax- 
payer in respect of a business, whether as a grant, 
subsidy, forgivable loan, deduction from tax, invest- 
ment allowance or as any other form of assistance, 
that eligible capital expenditure shall at any time be 
deemed to be the amount, if any, by which the total 
of 


(a) that eligible capital expenditure, determined 
without reference to this subsection, and 


(b) such part, if any, of the assistance as the tax- 
payer repaid before 


(i) the taxpayer ceased to carry on the busi- 


S.:14(12) 


ness, and 

(ii) that time 
under a legal obligation to pay all or any part of 
the assistance 


exceeds 


(c) the amount of the assistance the taxpayer re- 
ceived or is entitled to receive before the earlier 
of that time and the time the taxpayer ceases to 
carry on the business. 
Related Provisions: 14(5) — Definition of “exempt gains bal- 
ance”; 14(11) — Assistance deemed received by trust or partner- 


ship; 20(1)(hh.1) — Deduction for repayment after ceasing to carry 
on business. 


History: Subsec. 14(10) added by 1995, c. 21, subsec. 3(3), appli- 
cable to assistance that a taxpayer receives or becomes entitled to 
receive after February 21, 1994 and repayments of such assistance. 


(11) Receipt of public assistance — For the 
purpose of subsection (10), where at any time a tax- 
payer who is a beneficiary under a trust or a member 
of a partnership received or is entitled to receive as- 
sistance from a government, municipality or other 
public authority, whether as a grant, subsidy, forgiv- 
able loan, deduction from tax, investment allowance 
or as any other form of assistance, the amount of the 
assistance that can reasonably be considered to be in 
respect of, or for the acquisition of, property the cost 
of which was an eligible capital expenditure of the 
trust or partnership shall be deemed to have been re- 
ceived at that time by the trust or partnership, as the 
case may be, as assistance from the government, mu- 
nicipality or other public authority for the acquisition 
of such property. 


History: Subsec. 14(11) added by 1995, c. 21, subsec. 3(3), appli- 
cable to assistance that a taxpayer receives or becomes entitled to 
receive after February 21, 1994 and repayments of such assistance. 
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Definitions [s. 14]: 
time” — 14(5), 248(1); “affiliated” — 251.1; “ 
“arm’s length” — 251(1); “assistance” — 79(4), 125.4(5), 248(16), 


“acquired” — 256(7)-(9); 


amount” 


“adjustment 
— 248(1); 


(18); “business” — 248(1); “Canada” — 255; “Canadian partner- 
ship” — 102, 248(1); “capital property” — 54, 248(1); “control” — 
256(7)-(9); “corporation” — 248(1), Interpretation Act 35(1); “cu- 
mulative eligible capital” — 14(5), 248(1); “depreciable prop- 
erty” — 13(21), 248(1); “eligible capital amount” — 14(1), 248(1); 
“eligible capital expenditure” — 14(5); 248(1); “eligible capital 


property” — 54, 248(1); “exempt gains balance” — 14(5); “fiscal 
period” — 248(1), 249.1; “identical” — 14(13), '248(12) “individ- 
ual” — 248(1); “property” — 248(1); “replacement property” — 


14(6), (7); “resident in Canada” — 14(8), 250; “shareholder” — 
248(1); “taxable capital gain” — 38(a), 248(1); “taxation year” — 
11(2), 14(4), 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), 
(3); “year” — 11(2), 14(4). 

1.T. Application Rules [s. 14]: 21(1) (business carried on since 
before 1972). 


Interpretation Bulletins [s. 14]: IT-66R6: Capital dividends; IT- 
123R4: Disposition of eligible capital property; IT-123R5: Transac- 
tions involving eligible capital property; IT-143R2:' Meaning of eli- 
gible capital expenditure; IT-187: Customer lists and ledger ac- 
counts; IT-206R: Separate businesses; IT-313R2: Eligible capital 
property — rules where a taxpayer has ceased carrying on a busi- 
ness or has died; IT-330R: Dispositions of capital property subject 
to warranty, covenant, etc.; IT-341R3: Expenses of issuing shares or 
borrowing money; IT-364: Commencement of business operations; 
IT-467R: Damages, settlements and similar payments; IT-488R2: 
Winding-up of 90%-owned taxable Canadian corporations. 


15. (1) Benefit conferred on shareholder — 
Where at any time in a taxation year a benefit is con- 
ferred on a shareholder, or on a person.in contempla- 
tion of the person becoming a shareholder, by a cor- 
poration otherwise than by | 


(a) the reduction of the paid-up capital, the re- 
demption, cancellation or acquisition by the cor- 
poration of shares of its capital stock or on the 
winding-up, discontinuance or reorganization of 
its business, or otherwise by way of a transaction 
to which section 88 applies, 


(b) the payment of a dividend or a stock dividend, 


(c) conferring, on all owners. of common shares 
of the capital stock of the corporation at that time, 
a right in respect of each common share, that is 
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identical to every other right conferred at that 
time in respect of each other such share, to ac- 
quire additional shares of the capital stock of the 
corporation, and, for the purpose of this 
paragraph, 1 


(i) where 


(A) the voting rights attached to a particu- 
lar class of common shares of the capital 
stock of a corporation differ from the vot- 
ing rights attached to another class of com- 
mon shares of the capital stock of the cor- 
poration, and 


(B) there are no other differences between 
the terms and conditions of the classes of 
shares that could cause the fair market 
value of a share of the particular class to 
differ materially from the fair. market value 
of a share of the other class, 


the shares of the particular class shall be 
deemed to be property that is identical to the 
shares of the other class, and 


(ii) rights are not. considered identical if the 
cost of acquiring the rights differs, or 


(d) an action described in paragraph 84(1)(c.1), 
(C2) OF 1.3). 


the amount or value thereof shall; except to the ex- 
tent that it is deemed by section 84 to be a dividend, 
be included in computing the income of the share- 
holder for the year: 


Related Provisions: 15(1.1) — Where. stock dividend paid; 
15(1.2), (1.21) — Forgiveness of shareholder debt; 15(1.3), (1.4) — 
GST on shareholder benefit; 15(5) — Automobile available to 
shareholder; 15(7) — Application; 15(9) — Deemed benefit; 69(4), 
(5) — Property deemed disposed of by corporation at fair market 
value; 80.04(5.1)— No benefit conferred: where debtor transfers 
property to eligible transferee under 80.04; 80.1(4) — Assets ac- 
quired from foreign affiliate of taxpayer as dividend in kind or as 
benefit to shareholder; 80.4(2) — Loans; 84(2) — Distribution on 
winding-up, etc.; 139(a) — Life insurance corporations; 184(3.1) — 
Election to treat dividend as loan; 214(3)(a) — Deemed dividend 
for purposes of non-resident withholding tax. 


History: Para. 15(1)(c) substituted by 1994, c. 21, subsec. 9(1), ap- 
plicable to benefits conferred after December 19,.1991. That para. 
formerly read: 


(c) conferring, on all owners of common shares. of the capital 
stock of the corporation at that time, a right in respect of each 
common share, that is identical to every other right conferred 
at that time in respect of each other such share, to acquire 
additional shares of the capital stock of the corporation, and 
for the purpose of this paragraph, rights shall not be consid- 
ered identical if the’cost of acquiring the rights differs, or 


That portion of subsec. 15(1) preceding para. (a) amended to substi- 
tute “at any time in a taxation year” for “in a taxation year”, and 
para. (c) substituted, by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 
5(1), (2), applicable to benefits conferred after December 19, 1991. 
Para. (c) formerly read: 


(c) conferring on all owners of common shares of the capital 
stock of the Fompqraling a right to buy additional shares 
thereof, or 


Para. 15(1)(b) amended by 1994, c. 7, Sch. II (1991,:c. 49), subsec. 
11(1), to add “or a stock dividend”, applicable to benefits conferred 


S. 15(1) 


after June 1988. 


Pre-RSC History: Subsec. 15(1) substituted by 1988, c. 55, s. 8, 
applicable with respect to benefits conferred after June 1988 and, in 
respect of actions occurring after 1987 and before July 1988, para. 
(g) shall be read as follows: 


(g) an action described in paragraph 84(1)(c.1), (c.2) or (c.3), 


Subsec. (1) formerly read: 


15..(1) Appropriation of property to shareholder — Where 
in a taxation. year 
(a) a payment has been made by a corporation. to a share- 
holder otherwise than pursuant to a bona fide business 
transaction, 


(b) funds or property of a corporation have been appro- 
priated in any manner whatever to, or for the benefit of, a 
shareholder, or 


(c) a benefit or advantage has been conferred on a share- 
holder by a corporation, 


otherwise than 


(d) on the reduction of capital, the redemption, cancella- 
tion or acquisition by the corporation of shares of its cap- 
ital stock or the winding-up, discontinuance or reorgani- 
zation of its. business, or otherwise by way of a 
transaction to which section 88 applies, 


(e) by the payment of a dividend or a stock dividend, 


(f) by conferring on all holders of common shares of the 
capital stock of the corporation a right to buy additional 
common shares thereof, or 


g) by an action described in paragraph 84(1)(c.1) or 
(c.2), 


the amount or value thereof shall, except to the extent that it 
is deemed to be a dividend by section 84, be included in com- 
puting the income of the shareholder for the year. 


Para. 15(1)(g) added by 1980-81-82-83, c. 48, subsec. 7(1), applica- 
ble with respect to actions occurring after 1978. 


Paras. 15(1)(d), (e) and all that. portion of subsec. 15(1) following 
para: (f) substituted by 1977-78, c. 1, subsecs. 8(1), (2), applicable 
after March 31, 1977. Paras. (d), (e) and that portion formerly read: 


(d) on the reduction of capital, the redemption of shares 
or the winding-up, discontinuance or reorganization of its 
business, or otherwise by way of a transaction to which 
section 84, 88 or Part II applies, 


(e) by the payment of a dividend, or 


the amount or. value thereof shall be included in computing 
the income of the shareholder for the year. 


Selected Cases [subsec. 15(1)]: Doyle v..Canada, [1997] 1 
C.T.C. 2659: (TCC) (Payment of shareholder’s legal fees by com- 
pany was taxable benefit); De Giargio v. Canada, [1996] 2 C.T.C. 
2038 (TCC) (Reported income was not a shareholder benefit); Don- 
ovan v. Canada, [1996] 1 C.T.C. 264 (FCA) (Value of benefit is 
interest on value of property); Chopp v. Canada, [1995] 2 C.T.C. 
2946 (TCC) (Provision. not applicable where taxpayer unaware of 
accounting error which led to benefit); Riddell et al. v. Canada, 
[1995] 2 C.T.C. 434 (FCTD) (Provision applied where taxpayer un- 
able to establish existence of loan); Vieira vy, Canada, [1995] 2 
C.T.C. 2218 (TCC) (Appropriate time to determine if appropriation 
occurred was at end of taxation year); King v. Canada, [1995] 1 
C.T.C. 2353 (TCC) (Conduct of taxpayers may consitute estoppel 
with respect to attribution and timing); Penny v. Canada, [1995] 1 
C.T.C. 114 (FCTD) (Double taxation clearly contemplated by lan- 
guage of s. 15); Cartwright v. Canada, [1995] 1 C.T.C: 15-(FCTD) 
(Valuation of shareholder’s benefit of cottage was rental value for 
summer); Simpson (H.H.) v. MNR, [1992] 2 C.T.C. 2387 (TCC) 
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(Payment to shareholder by company’s bank to settle action. by 
company and shareholders for failure to give reasonable notice | 
before seizure and sale of assets not shareholder appropriation or 
benefit); Outerbridge Estate v. Canada, [1991] 1 C.T.C. 113 (FCA) 
(Benefit acquired as son-in-law, not as shareholder); Youngman v. 
The Queen, [1990] 2 C.T;C. 10 (FCA) (Shareholder occupying 
house owned by company received benefit to the extent that 
shortfall in fair market value rent paid exceeded benefit conferred 
upon company through interest free loan from shareholder); Vine 
Estate v. Canada, [1990] 1 C.T.C. 18 (FCTD) (Amount applied by 
50% shareholder from one company to cover losses of another com- 
pany he owned was taxable benefit); Outerbridge Estate v. Canada, 
[1989] 2 C.T.C. 55 (FCTD); aff'd [1991] 1 C.T.C. 113 (FCA) (Ben- 
efit received where shares acquired below fair market value); 
Grohne v. Canada, [1989] 1 C.T.C. 434 (FCTD) (Shares. acquired 
by director/shareholder pursuant to rights offering were not benefit 
received by virtue of office); Westcoast Petroleum Ltd. v. Canada, 
[1989] 1 C.T.C. 363 (FCTD) (Amounts received due to pipeline ser- 
vice rate increase pending public hearing not liability since no obli- 
gation to repay; reserve under paragraph 20(1)(m) denied, since no 
subsequent services to be rendered); Cooper v. MNR, [1989] 1 
C.T.C. 66 (FCTD) (Interest-free loan by estate to executor was not 
taxable benefit); Smith v. The Queen, [1986] 1 ©.T.C. 418 (FCTD) 
(Amounts paid by company to extinguish debts of another share- 
holder benefits to majority shareholder of both companies); Hall et 
al. v. The Queen, [1986] 1 C.T.C. 399 (FCTD) (Company debt pur- 
chased at discount by shareholder a shareholder benefit); Mele. v.. 
The Queen, [1985] 1 C.T.C. 257 (FCTD); aff'd [unreported] (Sept. 
12, 1990), File A-356-85 (FCA) (Loans by corporation to third par- 
ties were personal advances by, and benefit to, controlling share- 
holder where not repaid); Hart v. The Queen, [1982] C.T.C. 275 
(FCA) (Trip principally in relation to business, paid for by com- 
pany, was benefit to shareholder to the extent that it was of personal 
value apart from business value); Berbynuk vy. The Queen, [1978] 
C.T.C.. 448 (FCTD) (Income suppressed by company was. not in- 
come of shareholder); Perrault v. The Queen, [1978] C.T.C. 395 
(FCA) (Dividend paid to shareholder selling shares to controlling 
shareholder, in satisfaction of purchase price obligation, taxable 
benefit to controlling shareholder); The Queen v. Neudorf, |1975] 
C.T.C. 192 (FCTD) (Where a corporation leasing shareholder’s 
building made an addition to it and lease amendment attributing 
ownership of addition to company executed only subsequent to as- 
sessment, contract insufficient to dislodge presumption that addition 
was shareholder benefit); Angle ve MNR, [1975] 2 SCR 248 (De- 
spite earlier case between same parties finding no debt to company 
for income tax purposes, debt found to exist in present case); Ken- 
nedy v. MNR, [1973] C.¥.C. 437 (FCA) (Sale of building to share- 
holder below fair market value was shareholder benefit; improve-* 
ments by company on shareholder’s property leased to company 
were shareholder benefits to extent that value of property increased 
more than amount below fair market value paid as rent); Guilder 
News Ca. (1983) Ltd. et al. v. MNR, [1973] C.T.C, 1 (FGA) (Shares 
sold to shareholder below F.M.V. resulted in shareholder benefit de- . 
spite price adjustment clause in contract); StGermain v.°MNR, 
[1969] C.T.C. 194 (SCC) (Improvements made by company to 


_shareholder’s building leased to. company. were shareholder 


benefits). 


Interpretation Bulletins: IT-63R5: Benefits, including’ standby 
charge for an automobile, from the personal use:of a motor vehicle 
supplied by. an employer — after 1992; IT-96R6: Options to acquire 
shares, bonds or debentures and by trusts to acquire trust units; IT- 
116R3: Rights to buy additional shares; IT-143R2: Meaning of “eli- 
gible capital expenditure”; IT-160R3: Personal use of aircraft; IT- 
169: Price adjustment clauses; IT-256R: Gains from theft, defalca- 
tion or embezzlement; IT-291R2: Transfer of property to a corpora- 
tion under subsection 85(1); IT-357R2: Expenses of training; IT- 
421R2: Benefits to individuals, corporations and shareholders from 
loans or debt; IT-432R2: Benefits conferréd on shareholders; IT- 
498: The deductibility of interest on money borrowed to reloan to 
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employees or shareholders: 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 87-2: International transfer pricing and 
other international transactions. 


Advance Tax Rulings: ATR-9: Transfer of personal residence 
from corporation to its controlling shareholder; ATR-14: Non-arm’s 
length interest charges; ATR-15: Employee stock option plan; 
ATR-22R: Estate freeze using share exchange; ATR-27: Exchange 


and acquisition of interests in capital; ATR-29: Amalgamation of: 


social clubs; ATR-35: Partitioning of assets to. get specific. owner- 
ship — “butterfly”; ATR-36: Estate freeze. | 


(1.1) Conferring of benefit — Notwithstanding 
subsection (1), where in a taxation year a corporation 
has paid a stock dividend to a person and it may rea- 
sonably be considered that one of the purposes of 
that payment was to significantly alter the value of 
the interest of any. specified shareholder of the cor- 
poration, the fair market value of the stock dividend 
shall, except to the extent that it is otherwise in- 
cluded in computing that person’s income under par- 
agraph 82(1)(a), be included in computing the in- 
come of that person for the year. 


Related Provisions: 52(3) — Cost of stock dividend. 


Pre-RSC History: Subsec. 15(1.1) added by 1986, c. 6, s. 9, 
applicable with respect to stock dividends paid after November 21, 
1985 other than stock dividends: declared on or before that day. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-432R2: 
Benefits conferred on shareholders. i 


(1.2) Forgiveness of shareholder debt — For 
the purpose of subsection (1), the value of the benefit 
where an obligation issued by a debtor is settled or 
extinguished at any time shall be deemed to be the 
forgiven amount at that time in respect of the 
obligation. 


Related Provisions: 6(15)— Forgiveness of employee loans; 
15(1.21) — Meaning of “forgiven amount’; 79(3)F(b)@) — Where 
property surrendered to creditor; 80(1)“forgiven amount’B(b) — 
Debt forgiveness rules do not apply to amount of benefit; 80.01 — 
Deemed settlement of debts. 


History: Subsec. 15(1.2) amended by 1995, c. 21, s. 4, applicable 
to taxation years that end after February 21, 1994. Subsec. 15(1.2) 
formerly read: 


(1.2) Forgiveness of shareholder loans — For the pur- 
poses of subsection (1), the value of the benefit or advantage 
conferred on a shareholder, in circumstances where a loan or 
other obligation to pay an amount is settled or extinguished at 
any time without any payment by that shareholder or by pay- 
ment by the shareholder of an amount that is less than the 
amount of the obligation outstanding at that time, shall be 
deemed to be the amount, if any, by which the obligation out- 
standing at that time exceeds the total of the.amount, if any, 
of the benefit in respect of the obligation that was included in 
the shareholder’s income at the time the obligation arose and 
the amount, if any. 


Pre-RSC History: Subsec. 15(1.2) added by 1987, c. 46, s. 5, 
applicable in respect of obligations settled or extinguished after 
February 17, 1987. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt; IT-432R2: Benefits 
conferred on shareholders. 


(1.21) Forgiven amount — For the purpose of 
subsection (1.2), the “forgiven amount” at any time 


S. 15(1.4) 


in respect of an obligation issued by a debtor has the 


meaning that would be assigned by subsection 80(1) 
if 
(a) the obligation were a commercial obligation 


(within the meaning assigned by Jas ap Ay 
80(1)) issued by the debtor; 


(b) no amount included in computing income 
(otherwise than because of paragraph 6(1)(a)) be- 
cause of the obligation being settled or extin- 
guished were taken into account; 


(c) the definition “forgiven amount” in subsection 
80(1) were read without reference to paragraphs 
(f) and (h) of the description B in that definition; 
and 


(d) section 80 were read without reference to 
paragraphs (2)(b) and (q) ofthat section. 
Related Provisions: 80.01(1)“forgiven amount” — Application 
of definition for purposes of s. 80.01; 248(26) — Liability deemed 
to be obligation issued by debtor; 248(27) — Partial settlement of 
debt obligation. 


History: Subsec. 15(1.21) added by 1995, c. 21, s. 4, applicable to 
taxation years that end after February 21, 1994. 


(1.3) Cost of property or service — To the ex- 
tent that the cost to a person of purchasing a property 
or service or an amount payable by a person for the 
purpose of leasing property is taken into. account in 
determining an amount required under this section to 
be included in computing a taxpayer’s income for a 
taxation year, that cost or amount payable, as the 
case may be, shall include any tax that was payable 
by the person in respect of the property or service or 
that would have been so payable of the person were 
not exempt from the payment of that tax because of 
the nature of the person or the use to which the prop- 
erty or service is to be put. 


Related Provisions: 15(1.4) — Inclusion in income to reflect 
GST. 


History: Subsec. 15(1.3) amended by 1997, c. 10, subsec. 269(1), 
applicable’ to. 1996 et seg: Subsec. (1.3) formerly read: 


(1.3) Goods and services tax — To the extent that an 
amount or value of a benefit required under subsection (1) to 
be included in computing the income of a taxpayer for a taxa- 
tion year is determined by reference to the cost to a corpora- 
tion of any property or service, that cost shall, for the pur- 
poses of that subsection, be determined without reference to 
any goods and services tax payable by that corporation in re- 
spect of the property or service. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied. by an employer — after 1992; IT-432R2: Benefits con- 
ferred on shareholders. 


(1.4) [Repealed] 

Related Provisions: 15(1.3) — GST excluded from amount of 

benefit under 15(1). 

History: Subsecl 15(1.4) repealed by 1997, c. 10, subsec. 269(1), 

applicable to 1996 et seg. Subsec. (1.4) formerly read: 
(1.4) Idem — Where the amount or value of a benefit (in this 
subsection referred to as the “benefit amount’) (other than a 
benefit referred to in subsection (5)) would be required under 
subsection (1) to be included in computing a taxpayer’s in- 
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come for a taxation year in respect of a supply, other than a 
zero-rated supply or an exempt supply (within the meanings 
assigned by Part IX of the Excise Tax Act), of property or a 
service if no amount were paid to the corporation or to a per- 
son related to. the corporation in respect of the amount that 
would: be so required to be included, there shall be included 
in computing the taxpayer’s income for the year the total of 
all amounts each of which is an amount determined by the 
formula 


0.07 (A — B) 
where 
Ais the amount that would be so required under subsection 


(1) to be included in computing the taxpayer’s income for 
the year; and 


Bis the amount, if any, included in the benefit amount that 
can reasonably be attributed to tax imposed under an Act 
of the legislature of a province that is a prescribed tax for 
the purposes of section 154 of the Excise Tax Act. 


The portion of subsec. 15(1:4) before the formula substituted by 
1994, c. 21, subsec. 9(2), applicable to 1993 et seq. That portion 
formerly read: 


(1.4) Idem — Where the amount or value (in this subsection 
referred to as the “benefit amount’) of a benefit would be re- 
quired under subsection (1) to be included in computing a 
taxpayer's income for a taxation year in respect of a supply, 
other than a zero-rated supply or an exempt supply, (within 
the meanings assigned by Part IX of the Excise Tax Act) of 
property or a service, if no amount were paid to the corpora- 
tion or to a person related to the corporation in respect of the 
amount that would be so required to be included, there shall 
be included in computing the taxpayer’s income for the year 
the total of all amounts .each.of which is an amount deter- 
mined by the formula 


Subsec. 15(1.4) substituted by 1994, c. 7, Sch. VII (1993, c. 24), 
subsec. 5(3), applicable to 1991 et seg., except that in its. application 
to the 1991 taxation year the subsec. shall-be read as follows: 


(1.4) Where the amount or value (in this subsection referred 
to as the “benefit amount”) of a benefit is required under sub- 
section (1) to be included in computing a taxpayer’s income 
for a taxation year in respect of a supply, other than a zero- 
rated supply or an exempt supply, (within the meanings as- 
signed by Part IX of the Excise Tax.Act) of property or a ser- 
vice, there shall be included in computing the taxpayer’s in- 
come for the year the total of all amounts each of which is an 
amount determined by the formula 


0.07(A — B) 
where 


A is-an amount required under subsection (1) to be included 
in computing the taxpayer’s income for the year in re- 
spect of a supply (other than a zero-rated supply or an 
exempt supply, within the meanings assigned by Part IX 
of the Excise Tax Act) of property or a service; and 


Bis an amount, if any, included in the benefit amount that 
can reasonably be attributed to tax imposed under an Act 
of the legislature of a province that is a prescribed tax for 
the purposes of section 154 of the Excise Tax Act. 


Subsec. 15(1.4) formerly read: 


(1.4) Idem -— Where the amount or value of a benefit is re- 
quired under subsection (1) to be included in computing the 
income of a taxpayer for a taxation year (in this subsection 
referred to as the “benefit amount”) in respect of a supply, 
other than a zero-rated supply or an exempt supply (within 
the meanings assigned by Part IX of the Excise Tax Act), of 
property or a service in respect of which section 173 of that 


Income Tax Act, Part I, Div. B 


Act applies, an additional amount, equal to 7% of the amount 
by which the benefit amount exceeds the amount, if any, in- 
cluded in the benefit, amount that may reasonably be attrib- 
uted to tax imposed under an Act of the legislature of a prov- 
ince that is a prescribed tax for the purposes of section 154 of 
the Excise Tax Act, shall be included in computing the in- 
come of the taxpayer for the year. 


Pre-RSC History: Subsecs. 15(1.3), (1.4) added by 1990, c. 45, s. 
40, applicable with respect to benefits conferred after 1990. 


Interpretation Bulletins: [T-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992; IT-432R2: Benefits con- 
ferred on shareholders. 


(2) Shareholder debt — Where a person (other 
than a corporation resident in Canada) or a partner- 
ship (other than a partnership each member of which 
is a corporation resident in Canada) is a shareholder 
of a particular corporation, is connected with a 
shareholder of a particular corporation or is a mem- 
ber of a partnership, or a beneficiary of a trust, that is 
a shareholder of a particular corporation and the per- 
son or partnership has in a taxation year received a 
loan from or has become indebted to the particular 
corporation, to any other corporation related thereto 
or to a partnership of which the particular corpora- 
tion or a corporation related thereto is a member, the 
amount of the loan or indebtedness shall be included 
in computing the income for the year of the person 
or partnership, unless 


(a) the loan was made or the indebtedness arose 


(i) in the ordinary course of the lender’s or 
creditor’s business and, in the case of a loan, 
the lending of money was part of its ordinary 
business, 


(11) in respect of an individual who is an em- 
ployee of the lender or creditor or the spouse 
of an employee of the lender or creditor to en- 
able or assist the individual to acquire a dwell- 
ing or a share of the capital stock of a cooper- 
ative housing corporation acquired for the sole 
purpose of acquiring the right to inhabit a 
dwelling owned by the corporation, where the 
dwelling is for the individual’s habitation, 


(ii1) where the lender or creditor is a corpora- 
tion, in respect of an employee of the corpora- 
tion, or of another corporation that is related 
to the corporation, to enable or assist the em- 
ployee to acquire from the corporation, or a 
corporation related thereto, previously unis- 
sued fully paid shares of the capital stock of 
the corporation or the related corporation, as 
the case may be, to be held by the employee 
for the employee’s own benefit, or 


(iv) in respect of an employee of the lender or 
creditor to enable or assist the employee to ac- 
quire an automobile to be used by the em- 
ployee in the performance of the duties of the 
employee’s office or employment, 


and bona fide arrangements were made, at the 
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time the loan was made or the indebtedness 
arose, for repayment thereof within a reasonable 
time; or 


(b) the loan or indebtedness was repaid within 
one year from the end of the taxation year of the 
lender or creditor in which it was made or in- 
curred and it is established, by subsequent events 
or otherwise, that the repayment was not made as 
part of a series of loans or other transactions and 
repayments. 


Related Provisions [subsec. 15(2)]: 15(2.1) — Persons con- 
nected with shareholder; 15(2.2)-(2.6) — Exceptions to 15(2); 
15(7), (8) — Application of subsec. 15(2); 20(1)G) — Repayment 
of loan by shareholder; 80(1)“excluded obligation”(a)(i) — Debt 
forgiveness rules do not apply where amount included in debtor’s 
income; 80.4 — Loans; 139(a) — Life insurance corporations; 
214(3) — Non-residents’ Canadian income; 227(6.1) — Repayment 
of non-resident shareholder loan; 252(4) — Extended meaning of 
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“spouse”’. 


History: Subparas. 15(2)(a)(ii), (iii) substituted by 1994, c. 7, Sch. 
II (1991, c. 49), subsecs. 11(2), (3), subpara. (ii) applicable to 1985 
et seq., Subpara. (iii) applicable with respect to loans made and in- 
debtedness arising after 1981. Subparas. IS2)ay(in), (111) formerly 
read: 


(11) in respect of an employee of the lender or creditor or the 
spouse of an employee of the lender or creditor to enable or 
assist the employee or the employee’s spouse to acquire’ a 
dwelling for his or her habitation, 


(iii) where the lender or creditor is a corporation, in respect of 
an employee of the corporation to enable or assist the em- 
ployee to acquire from the corporation fully paid shares of the 
capital stock of the corporation, or to acquire from a corpora- 
tion related thereto fully paid shares of the capital stock of the 
related corporation, to be held by the employee for the em- 
ployee’s own benefit, or 


Pre-RSC History: Subsec. 15(2) substituted by 1980-81-82-83, c 


140, subsec. 7(1), applicable with respect to loans made and indebt- 
edness incurred after 1981. Subsec. 15(2) formerly read: 


(2) Loan to shareholder, etc. — Where a particular corpo- 
ration, a corporation to which the particular corporation is re- 
lated or a partnership of which either or both of the corpora- 
tions is a member has in a taxation year made a loan to a 
person (other than a corporation resident in Canada) who is a 
shareholder of the particular corporation or who is connected 
with a shareholder of the particular corporation, the amount 
thereof shall be included in computing the income for the 
year of the person to whom the loan was made unless 


(a) the loan was made 


(i) in the ordinary course of the lender’s Huciaesk and 
the lending of money was part of its ordinary 
business, 


(ii) to an employee of the lender or to the spouse of 
an employee of the lender to-enable or assist.the em- 
ployee or his spouse to acquire a dwelling for his 
habitation, 


(iii) where the lender is a corporation, to an em- 
ployee of the corporation to enable or assist the em- 
ployee to acquire from the corporation fully paid 
shares of the capital stock of the corporation, or to 
acquire from a corporation related to the corporation 
fully paid shares of the capital stock of the related 
corporation, to be held by him for his own benefit, or 


(iv) to an employee of the lender to enable or assist 
the employee to acquire an automobile to be used by 
him in the performance of the duties of his office or 
employment, 


and bona fide arrangements were made at the time. the loan 
was made for repayment thereof within a reasonable time; or 


(b) the loan was repaid within one year from the end of 
the taxation year of the lender in which it was made and 
it is established, by subsequent events or otherwise, that 
the repayment was not made as_a part of a series of loans 
and repayments. 


All that portion of para. 15(2)(a) following subpara. (i) substituted 


by 1980-81-82-83, c. 48, subsec. 7(2), applicable to 1979 et seq. 
That portion formerly read: 


(ii) to an officer or servant of the lender to enable or as- 
sist him to purchase or erect a dwelling house for his own 
occupation, 


(iii) where the lender is a corporation, to an officer or 
servant of the corporation to enable or assist him to 
purchase from the corporation fully paid shares of the 
capital stock of the corporation, or to purchase from a 


S. 15(2) 


corporation related to the corporation fully paid shares of 
the capital stock of the related corporation, to be held by 
him for his own benefit, or 


(iv) to an officer or servant of the lender to enable or as- 
sist him to purchase an automobile to be used by him in 
the performance of the duties of his office or 
employment, 


and bona fide arrangements were made at the time the loan 
was made for repayment thereof within a reasonable time; or 


Subpara. 15(2)(a)(iii) substituted by 1977-78, c. 32, s. 4, applicable 
in respect of loans made after March 31, 1977. 


Subsec. 15(2) substituted by 1977-78, c. 1, subsec. 8(3), applicable 
in respect of loans made after March 31, 1977. Subsec. 15(2) for- 
merly read: 


(2) Loan to shareholder — Where a corporation has in a 
taxation year made a loan to a shareholder, the amount 
thereof shall be included in computing the income of the 
shareholder for the year unless 


(a) the loan was made 


(i) in the ordinary course of its business and the lend- 
ing of money was part of its ordinary business, 


(ii) to an officer or servant of the corporation to: en- 
able or assist him to purchase or erect a beim 
house for his own occupation, 


(111) to an officer or servant of the corporation to en- 
able or assist him to purchase from the corporation 
fully paid shares of the corporation to be held by him 
for his own benefit, or 


(iv) to an officer or servant of the corporation to en- 
able or assist him to purchase an automobile to be 
used by him in the performance of the duties of his 
office or employment, 


and bona fide arrangements were made at the time the 
loan was made for repayment thereof within a reasonable 
time, or 


(b) the loan was repaid within one year from the end of 
the taxation year of the corporation in which it was made 
and it is established, by subsequent events or otherwise, 
that the repayment was not made as a part of a series of 
loans and repayments, 


and, where the shareholder is a corporation, the amount so 
included in computing its income for the year shall be 
deemed to have been received by it as a dividend. 


Selected Cases [subsec. 15(2)]: Quigley v. Canada, [1996] 1 
C.T.C. 2378 (TCC) (“Was included” is question of fact and not 
same as “ought to have been included”’); Lavoie v. Canada, [1995] 2 
C.T.C. 2709D (TCC) (Demand loan not a binding agreement be- 
tween company and debtor where debtor was 98% shareholder); 
Luoma vy. Canada, [1995] 1 C.T.C. 2993D (TCC) (Set-off is not 
automatic where mutual debts exist; shareholder benefit properly 
assessed); Haynes v. Canada, [1995] 1.C.T.C..2515 (TCC) (Evi- 
dence required to rebut onus of showing ‘transaction was loan and 
not shareholder appropriation); Cormie v. Canada, [1995] 1 C.T.C. 
2463 (TCC) (Loans not made in ordinary course.of business and no 
bona fide arrangements for repayment); Silden (J.) v. MNR, [1993] 
2 C.T.C. 123" (FCA) (NB: (1990) 2: C°T.C 533 €eCED). tev-d on 
issue of repayment arrangements)); Perlingieri (G.) v. MNR, [1993] 
1 C.T.C. 2137 (TCC) (Demand loan not bona fide arrangement for 
repayment within reasonable time); Nellis v. The Queen, [1986] 2 
C.T.C. 216 (FCTD) (Loan to shareholder to acquire shares in other 
company was income); Schlamp v. The Queen, [1982] C.T.C. 304 
(FCTD) (Loan to acquire dwelling for shareholder’s:habitation was 
income); Tick v. MNR, [1972] C.T.C. 137 (FCTD) (Owner of five 
private companies not permitted to set off one company’s debt to 
him against his debts to other companies for purposes of provision). 
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Interpretation Bulletins: IT-119R3: Debts of shareholders, cer- 
tain: persons connected with shareholders, etc.; IT-421R2: Benefits 
to individuals, corporations and shareholders from loans or debt; IT- 
503: Exploration and development shares. 


1.T. Technical News: No. 3 (paragraphs 15(2)(b) and 20(1)()). 


(2.1) Persons connected with a share- 
holder — For the purposes of subsection (2), a per- 
son is connected with a shareholder of a particular 
corporation if that person does not deal at arm’s 
length with the shareholder and if that person is a 
person other than 


(a) a foreign affiliate of the particular corpora- 
tion; or 


(b) a foreign affiliate of a person resident in Can- 
ada with which the particular corporation does 
not deal at arm’s length. 


Pre-RSC History: Subsec. 15(2.1) added by 1977-78, c. 1, subsec. 
8(3), applicable in respect of loans made after March 31, 1977. 


Interpretation Bulletins: IT-119R3: Debts of shareholders, cer- 
tain persons connected with shareholders, etc. 
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(3) Interest or dividend on income bond or 
debenture — An amount paid as interest or a divi- 
dend by a corporation resident in Canada to a tax- 
payer in respect of an income bond or income deben- 
ture shall be deemed to have been paid by the 
corporation and received by the taxpayer as a divi- 
dend on a share of the capital stock of the corpora- 
tion, unless the corporation is entitled to deduct the 
amount so paid in computing its income. 


Related Provisions: 15(4) — Where paid by corporation not res- 
ident in Canada; 15.1(1), 15.2(1) — Parallel treatment for small 
business development bonds and small business bonds; 18(1)(g) — 
Payment on income bonds; 112(2.1) — Where no deductions per- 
mitted; 214(3) — Non-residents’ Canadian income; 258(2) — 
Deemed dividend on preferred share. 


Pre-RSC History: Subsec. 15(3) substituted by 1979, c. 5, s. 5, 
applicable in respect of interest and dividends paid after November 
16, 1978. Subsec. 15(3) formerly read: 


(3) Interest on income bonds — An annual or other peri- 
odic amount paid by a corporation resident in Canada to a 
taxpayer in respect of an income bond or income debenture 
shall be deemed to have been paid by the corporation and re- 
ceived by the taxpayer as a dividend on a share of the capital 
stock of the corporation, unless the corporation is entitled to 
deduct the amount so paid in computing its income. | 


Selected Cases [subsec. 15(3)]: The Queen v. Canadian Pa- 
cific Ltd. (No. 1), [1977] C.T.C. 606 (FCA) (Interest on income 
bonds paid by U.S. subsidiary permitted treatment as deemed 
dividend). 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures; IT-243R4: Dividend refund to private corporations; IT- 
269R3: Part IV tax on taxable dividends received by a private cor- 
poration or a subject corporation; IT-527: Distress preferred shares. 


(4) Idem, where corporation not resident — 


An amount paid as interest-or a dividend by a corpo- 


ration not resident in Canada to a taxpayer in respect 
of an income bond or income debenture shall be 
deemed to have been received by the taxpayer as a 
dividend on a share of the capital stock of the corpo- 
ration unless the amount so paid was, under the laws 
of the country in which the corporation was resident, 
deductible in computing the amount for the year on 
which the corporation was liable to pay income or 
profits tax imposed by the government of that 
country. 

Related Provisions: 15(3) — Where paid by corporation resident 
in Canada; 18(1)(g) — Payment on income bonds; 214(3) — Non- 
residents’ Canadian income; 258 —- Deemed dividend on preferred 
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share. 


Pre-RSC History: Subsec. 15(4) substituted by 1979, c. 5, s. 5, 
applicable in respect of interest and dividends paid after November 
16, 1978. Subsec. 15(4) formerly read: 


(4) Idem — An annual or other periodic amount paid by a 
corporation not resident in Canada to a taxpayer in respect of 
an income bond or income debenture shall be deemed to have 
been received by the taxpayer as a dividend unless the 
amount so paid was, under the laws of the country in which 
the corporation was resident, deductible in computing the 
amount for the year on which the corporation was liable to 
pay income or profits tax imposed by the government of that 
country. 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures. 


(5) Automobile benefit — For the purposes of 
subsection (1), the value of the benefit to be included 
in computing a shareholder’s income for a taxation 
year with respect to an automobile made available to 
the shareholder, or a person related to the share- 
holder, by a corporation shall (except where an 
amount is determined under subparagraph 6(1)(e)() 
in respect of the automobile in computing the share- 
holder’s income for the year) be computed on the as- 
sumption that subsections 6(1), (1.1), (2) and (7) ap- 
ply, with such modifications as the circumstances 
require, and as though the references therein to “the 
employer of the taxpayer’, “the taxpayer’s em- 
ployer” and “the employer” were read as “the 
corporation’. 


Related Provisions: 15(1.4) — No additional GST inclusion 
under 15(1.4) since already covered by 6(1)(e.1) and 15(5); 
15(7) — Application; 214(3)(a)— Non-residents’ Canadian 
income. 


History: Subsec. 15(5) amended by 1997, c. 10, subsec. 269(2), 
applicable to 1996 et seg. Subsec. (5) formerly read: 


(5) For the purpose of subsection (1), the value of the benefit 
to be included in computing a shareholder’s income for a tax- 
ation year with respect to an automobile made available to the 
shareholder, or a person related to the shareholder, by a cor- 
poration shall (except where an amount is determined under 
subparagraph 6(1)(e)(i) in respect of the automobile in com- 
puting the shareholder’s income for the year) be computed on 
the assumption that subsections 6(1), (1.1) and (2) apply, with 
such modifications as the circumstances require, and as 
though the references therein to “the employer of the tax- 
payer’, “the taxpayer’s employer” and “the employer” were 
read as “the corporation”. 

Subsec. 15(5) substituted by 1994, c. 21, subsec. 9(3), applicable to 

1993 et seq. That subsec. formerly read: 


(5) Automobile benefit— For the purposes of subsection 
(1), the value of the benefit to be included in computing the 
income of a shareholder for a taxation year with respect to an 
automobile made available to the shareholder, or to a person 
related to the shareholder, by a corporation shall, except when 
an amount has been included in computing the shareholder’s 
income by virtue of paragraph 6(1)(e) in respect of the auto- 
mobile, be computed on the assumption that subsections 6(1), 
(2) and (2.2) apply, with such modifications as the circum- 
stances require, and as though the references in those subsec- 
tions to “the employer” or “the taxpayer’s employer”, as the 
case may be, were read as references to “the corporation”. 


Pre-RSC History: Subsec. 15(5) amended by 1984, c. 45, s. 7, to 
add reference to subsection 6(2.2) and to add “or “his employer”, as 
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the case may. be’, applicable to 1984 et seq. 


Subsec. 15(5) substituted by 1980-81-82-83, c. 140, chido, 7(2), 
applicable to 1982 et seq. Subsec. 15(5) formerly read: 


. (5) Where a corporation has made an’automobile available to 
a shareholder.in a taxation year for his, personal use; (whether 
for his exclusive personal use or otherwise), the amount, if 
any, by which an amount that would be a reasonable standby 

_ charge for the automobile for the aggregate number of days in 
the year during which it was made so available (whether or 
not it was used by the shareholder) exceeds the aggregate of 


(a) the amount paid i in the year, by the shareholder to the 
corporation for the use of the automobile, and 


. ‘(b) any amount included in computing the shareholder’ s 
income for the year by virtue of subsection (1) in respect 
of the use by him of the automobile in the year, 


shall be included in computing his income for the year. 
Regulations: 200(2)(h), 200(4) (information returns). 


Interpretation Bulletins: IT-63R5: Benefits, including,.standby 
charge for an automobile, from the nein use of a motor oe 


6) Repesled under former Act] 


Pre-RSC History: Subsec. 15(6) repealed by 1980-81-82-83, C: 
140, subsec. 7(3); ‘applicable to 1982 et seq. Subsec.'15(6) formerly 
read: 


(6) Application of ss. 6(2) - —_ Sab sechion 6(2) is s applicable 
mutatis mutandis to subsection 6). 


(7) Application: of subsecs. (1); (2) and (5) — 
For greater certainty, subsections (1), (2) and (5) are 
applicable in computing, for the purposes’ of this 
Part, the income of a shareholder or of a person or 


partnership ‘whether or not the corporation, or the 


lender or creditor, as the case may be, was resident 
or carried on business in Canada. 


Pre-RSC History: Subsec. 15(7) substituted by 1980- 81-82-83, c. 
140, subsec. 7(4), applicable with respect to loans made and indebt- 
edness incurred after 1981. Subsec. 15(7) formerly read: 


(7) For greater certainty, subsections (1), (2) and (5) are ap- 
plicable in computing, for the purposes of this Part, the in- 
come of a shareholder or of a person connected with a share- 
holder (within the meaning of subsection (2.1)) whether or: 
not the corporation or the lender, as the case may be, was’ 
resident or carried on business in Canada.” 


Subsec. 15(7) substituted by 1977-78, c. 1, canase: 8(4), applicable | 


after March 31, 1977. Subsec. 15(7) formerly read: 


(7) For greater certainty, ‘subsections (1), (2) and (5) are ap-_ 
plicable in computing the income of a shareholder for the ’ 
purposes of this Part whether or not the el ay was Tesi- 
dent or carried on business in Canada. 


interpretation Bulletins: IT- 63R5: Benefits, including standby — 
charge for‘an automobile, from the personal use of a motor vehicle | 


supplied by an employer — after 1992; IT-119R3: Loans to share- 
holders and certain persons connected to Shao IT- 432R2: 
Benefits conferred on shareholders. 


(8) Where subsec. (2) does not apply — Sub- 
section (2) does not apply in respect of indebtedness 
between non-resident persons. 


S. 15(9) 


Pre-RSC History: Subsec. 15(8) substituted by 1980-81-82-83, c. 
140, subsec. 7(4), applicable to loans made and indebtedness in- 
curred after 1981. Subsec. 15(8)-formerly read: 


(8) Subsection (2) does not apply toa loan’ made bya ‘non- 
resident person to another non-resident person.’ SIO 


Subsec.°15(8) added by ‘1977-78;'c.-1, Subse¢: 8(5), i dipipachapen to 
loans'made after’ March 1977. 18 


Interpretation Bulletins: IT-119R3: Loans to shareholders and 
certain persons connected with shareholders. 


(9) Deemed benefit to shareholder by corpo: 
ration — Where an amount in respect of a loan ‘or 
debt is deemed by section 80.4 to be a benefit re- 
ceived by. a person or partnership 1 ina taxation year, 
the amount of the loan or debt’ (other than any 
amount to which: subsection 6(9) or paragraph 
12(1)(w) applies) shall be deemed for the purposes 
of subsection (1) to be a benefit conferred 1 in ae year 
ona shareholder. 


Pre-RSC History: Subsec. 15(9) substituted by 1980-81-82-83, c. 
140, subsec. 7(4), applicable to 1982 et seg. Subsec. 15(9) nie 
read: 


(9),Where an amount in respect ofa ae is deemed by sub- 


“Sic, The words “of the loan or debt” should:read “thereof” or: ‘of the benefit”: 
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section 80.4(1) to be a benefit received in a taxation year by 
an individual referred to in paragraph (b) thereof, that indi- 
vidual shall be deemed for the purposes of subsection (1) to’ 
be a shareholder of a corporation and the benefit shall be 
deemed to be a benefit conferred on a shareholder by the 
corporation. 


Subsec. 15(9) added by 1977-78, c. 1, subsec. 8(5), applicable to 
1979 et seq. 


Regulations: 200(2)(i) (information return). 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


Definitions [s. 15]: “Act” — Interpretation Act 35(1); “amount”, 
“business” — 248(1); “Canada” — 255; “common share” — 
248(1); “connected” — 15(2.1); “corporation” — 248(1), Interpre- 
tation Act 35(1); “dividend”, “employee” — 248(1); “forgiven 
amount” — 15(1.21); “goods and services tax”, “income bond”, 
“income debenture”, “individual” — 248(1); “legislature” — Jnter- 
pretation Act 35(1); “motor vehicle”. — 248(1); “obligation” — 
248(26); “paid-up capital” — 89(1), 248(1); “person”, “prop- 
erty” — 248(1); “province” — Interpretation Act 35(1); “resident in 
Canada” — 250; “series of transactions” — 248(20); “share”, 
“shareholder” — 248(1); “specified employee” — 15(2.7), 248(1); 
“specified shareholder” — 248(1); “spouse” — 252(4)(a); “stock 
dividend” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


15.1 (1) Interest on small business 
development bonds — Any amount received by 
a taxpayer as or on account of interest on a small 
business development bond shall, except for the pur- 
poses of Part IV, be deemed to have been received as 
a taxable dividend. 


Related Provisions: 15(3) — Parallel rule for income bonds; 
15.2(1) — Parallel rule for small business bonds. 


(2) Rules for small business development 


bonds — Where a corporation (in this section re- © 


ferred to as the “issuer”) has issued an obligation 
that is at any time a small business development 
bond, notwithstanding any other provision of this 
Act, 


(a) in computing the issuer’s income for a taxa- 
tion year, no deduction shall be made in respect 
of any amount paid or payable (depending on the 


’ method regularly followed in computing the is- 


suer’s income) as or on account of interest on the 


obligation in respect of a period that includes that — 


time; 

(b) except for the purpose of subsection 129(1), 
to the extent that any amount paid by the issuer as 
or on account of interest on the obligation is not 
allowed as a deduction because of paragraph (a), 
it shall, when paid, be deemed to have been paid 
as a taxable dividend; and 


(c) except for the purposes of paragraph 
125(1)(b), the issuer’s taxable income for any 
taxation year that includes a period throughout 
which the obligation was a small business devel- 
opment bond but 


(i) the issuer was not an eligible small busi- 
ness corporation, or 


(ii) all or substantially all of the proceeds from 
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the issue of the obligation cannot reasonably 
be regarded as having been used by the issuer 
or a corporation with which it was not dealing 
at arm’s length in the financing of an active 
business carried on in Canada immediately 
before the obligation was issued 


shall be deemed to be an amount equal to ihe to- 
tal of 


(111) the amount paid or payable (depending on 
the method regularly followed in computing 
the issuer’s income) as or on account of inter- 
est on the obligation in respect of that period, 
and 


(iv) the issuer’s taxable income otherwise de- 
termined for the year. 


(3) Definitions — In this section, 


“eligible small business corporation” at any time 
means a taxable Canadian corporation that at that 
time is 
(a) a:small business corporation, or. 
(b) a cooperative corporation (within the meaning 
assigned by subsection 136(2)) ‘all or substan- 
tially all of the assets of which are used in an ac- 
tive business carried on ‘by it in Canada; 


“Joint election’? means an election that is made in 
prescribed form, containing prescribed information, 
jointly by. the issuer of an obligation and the person 
who is the holder of the obligation at the time of the 
election, that is filed with the Minister by the holder, 
and in which the holder and the issuer elect that this 
section apply to the obligation; 


Forms: T2216: Joint election for a small business development 
bond. 


“majority interest partner” of a partnership means 
a taxpayer who, if subsection 97(3.1) applied to this 
section, would be deemed to be a majority interest 
partner of the partnership; 


“qualifying debt obligation” of a corporation at a 
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particular time’ means an obligation that is a bond, 
debenture, bill, note, mortgage or similar obligation 
issued after February 25, 1992 and before. 1995, 


(a) the principal amount of which is not less than 
$10,000 or more than $500,000, 


(b) that is issued for a term.of not. more than 5 
years and, except in the event of a failure or de- 
fault under the terms or conditions of the. obliga- 
tion, not less than one year, and 


(c):that was issued not more than 5 years before 
‘the particular time, 


if the obligation is issued by the corporation 


(d) as part of a proposal to, or an. arrangement 
with, its creditors that has been approved by a 
court under the Bankruptcy and Insolvency Act, 
(e) at a time when all or substantially all of its 
assets are under the control of a receiver, re- 
ceiver-manager, sequestrator or trustee in bank- 
ruptcy, or 


(f) at a time when, because of financial difficulty, 
the corporation is in default, or could reasonably 
be expected to default, on a debt held by a person 
with whom the corporation was dealing at arm’s 
length and the obligation is issued, in whole or in 
part, directly or.indirectly in exchange. or. substi- 
tution for that debt;. 


“small business development bond” at any time 
means 


(a) an obligation that is at that time a qualifying 
debt obligation issued after 1981 and before 1988 
by a Canadian-controlled private corporation in 
respect of which a joint election was made within 
90 days after the later of its issue date and: March 
30, 1983, 


(b) an obligation that is at ‘that time a qualifying 
debt obligation issued after February 25, 1992 by 
a Canadian-controlled private corporation in re- 
spect of which a joint election was made within 
° 90 days after its issue date, or 

(c) an obligation that is at that time a qualifying 
debt obligation issued by a Canadian-controlled 
private corporation if 


(i) it is reasonable to consider that the corpo- 
ration and the holder of the obligation. in- 
tended that this section apply to the.-obliga- 
tion, having regard to such factors as may be 
relevant, including: the rate of interest stipu- 
lated under the terms of the obligation and the 
manner in, which the corporation and the 
holder have treated the obligation for the pur- 
poses of this Act, and 


(ii) the holder files with the Minister a joint 

election in respect of the obligation within 90 
days after the date of notification by the Min- 
ister that a joint election in respect of the obli- 
gation has not beenfiled: 


S. 15.1(7)(b)Gi(A) 


Related Provisions: 248(1)small business development 


bond” — Definition applies to entire Act. 


Forms: 12216: Joint election for a small business development 
bond. 


(4) Money. Bacibwibel — NisbiaRePe tifa any 
other provision of this Act, an amount paid or paya- 
ble by a taxpayer pursuant to a legal obligation. to 
pay interest'on borrowed money used for the purpose 


of ‘acquiring a small business development’ bond 
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shall. be deemed: to. be an.amount paid or ‘payable, as 
the case ‘may be, on borrowed money used for the 
purpose of earning income from a business or 
property. 


(5) False declaration — Where the Minister es- 
tablishes that an issuer has knowingly or under cir- 
cumstances amounting to gross negligence made a 
false declaration in a joint election in respect of an 
obtsaien, the reference in subparagraph (2)(c)(iii) 

“the amount paid or payable” shall. in respect of 
as obligation be read as a reference to “3 times the 
amount paid or payable”. 


(6) Disqualification — Where at a particular time 
an.issuer makes a joint election in respect of an obli- 
gation and 


(a) the issuer or any other Bosserstion associated 
at the time the obligation was issued with the 
issuer, zie 


“(b) an individual who SBAREGNE or is a member of 
a related group that controls the issuer, or 


(c) a partnership any member of which, who is a 

majority interest partner of the partnership, con- 

trols, or is a member of a related group that con- 

-trols,.the issuer 

had at or before the particular time made a joint elec- 
tion in respect of any small business development 
bond or small business bond, as the case may be, for 
the purposes of this section, the issuer shall be 
deemed not.to be an eligible small business corpora- 
tion in respect of the obligation. 


(7) Exception — Subsection (6) does not Sly in 
respect of an obligation issued at any time where the 
issue. price. of the obligation does not exceed the 
amount, if any, by which 


(a) $500,000 
exceeds 


(b) the total of all amounts each of which is the 
principal amount outstanding immediately after 
that time in respect of 


(i) another obligation that is a small business 
development bond issued. by 


(A) the issuer, or 


(B) a corporation associated with the is- 
‘suer, or 


(ii) a small business bond issued by 
(A) an individual who controls, or is a 


S. 15.1(7)(b) (ii) (A) 


member of a related group that controls, 
the issuer, or 


(B) a partnership any member of which, 
who is a majority interest partner of the 
partnership, controls, or is a member of a 
related group that controls, the issuer. 


Related Provisions [s. 15.1]: 136 — Cooperative not private 
corporation — exception; 143(1)(k) — Communal organization 
(e.g. Hutterite colony) may issue small business development bond. 


History [s. 15.1]: The opening words of the definition of “qualify- 
ing debt obligation” in subsec. 15.1(3) amended by 1994, c. 8, sub- 
sec. 1(1), applicable to. obligations issued after 1992; and, for the 
purpose of the definition “small business development bond” in 
subsec. 15.1(3), an election made before August 11, 1994 in respect 
of an obligation issued after 1992 and before 1995 shall be deemed 
to have been made within 90 days after the day the obligation was 
issued. The opening words formerly read: l 


“qualifying debt obligation” of a corporation at a particular 
time means an obligation that is a bond, debenture, bill, note, 
mortgage or similar obligation issued after December 11, 
1979 and before 1988 or after February 25, 1992 and before 
1993, 


S. 15.1 substituted by 1994, c. 7, Sch. VIII (1993, c. 24), s.6, appli- 
cable to obligations issued after February 25, 1992. For the purpose 
of the definition “small business development bond” in subsec. 
15.1(3), an election made in respect of an obligation after February 
25, 1992 and before September 9, 1993, shall be deemed to have 
been made within 90 days after the day the obligation was issued. S. 
15.1 formerly read: 


15.1 (1) Small business development bond — Any 
amount received by a taxpayer as or on account of interest in 
respect of a small business development bond shall, except 
for the purposes of Part IV, be deemed to have been received 
as a taxable dividend. 


(2) Idem — Where a corporation, in this section referred to 
as the “issuer”, has issued an obligation that is at any time a 
small business development bond, notwithstanding any other 
provision of this Act, the following rules apply: 


(a) in-computing the income of the issuer for a taxation 
year, no deduction shall be made in respect of any 
amount paid or payable (depending on the method regu- 
larly followed by the issuer in computing its income) for 
a period that includes that time as or on account of inter- 
est on the bond; 


(b) except for the purposes of subsection 129(1), to the 
_ extent that any amount paid by the issuer as-or on ac- 
count of interest on the bond is not allowed as a deduc- 
tion by virtue of paragraph (a), it shall, when paid, be 
deemed to have been paid as a taxable dividend; and 


(c) [Repealed under former Act] 


(d) except for the purposes of paragraph 125(1)(b), the 
taxable income of the issuer for any taxation year that in- 
cludes a period throughout which the obligation was a 
small business development bond shall, where 


(i) the issuer was not an eligible small business 
corporation, 


(ii) the property acquired with the proceeds of the 
bond or the property referred to in subparagraph 
(d)(iii) of the definition “qualifying debt obligation” 
in subsection (3) 


(A) was not property used for specified purposes 
by the issuer, or 


(B) was not owned by the issuer, or 
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(iii) all or substantially all of the proceeds from the 
issue of an obligation issued in circumstances de- 
scribed in subparagraphs (e)(i) to (iii) of the defin- 
tion “qualifying debt obligation” in subsection (3) 
cannot reasonably be regarded as having been used 
by the issuer or a corporation with which it was not 
dealing at arm’s length in the financing of an active 
business carried on in Canada immediately before 
the time of its issuance, 


be deemed to be an amount equal to the total of 


(iv) the amount paid or payable (depending on the 
method regularly followed by the issuer in comput- 
ing its income) for that period as or on account of 
interest on the obligation, and 


(v) its taxable income otherwise determined for the 
year. . 


(3) Definitions — In this section, 


“eligible small business corporation” at any time means a tax- 
able Canadian corporation that at that time is 


(a) a small business corporation, or 


(b) a cooperative corporation (within the meaning as- 
signed by subsection 136(2)) all or substantially all of the 
assets of which are used in an active business carried on 
by it in Canada; 


“joint election” means an election made in prescribed form 
jointly by the issuer of an obligation and the person who is 
the holder of the obligation at the election time and filed with 
the Minister by the holder in which the issuer and the holder 
elect that the provisions of this section apply with respect to 
that obligation and in which the issuer declares that 


(a) it is an eligible small business corporation, and’ ~ 


(b) the property, if any, acquired with the proceeds of or 
financed or refinanced by the obligation is property used 
for specified purposes; 


“property used for specified purposes” means property used 
primarily in the carrying on of an active business in Canada 
but does not include 


(a) property that is used by an issuer primarily for the 
purpose of being leased to any person, other than an eli- 
gible. small business corporation, 


(i) that does not use the property primarily for the 
purpose of leasing it to any other person, and 


(ii) that would be associated with the issuer if this 
Act were read without reference to paragraph 
251(5)(b), or 


(b) property used in a business carried on by an issuer as 
a member of a partnership; 


“qualifying debt obligation” of a corporation at any particular 
time means an obligation that is a bond, debenture, bill, note, 

mortgage or similar obligation issued after December LT, 

1979 and before 1988, 


(a) the principal amount of which is not less than $10, 000 
or more than $500,000, 


(b) that is issued for a term of not more than five years 
and, except in the event of a failure or default under the 
terms or conditions of the obligation, not less than one 
"year, and 


(c) that was issued not more than five years before the 
particular time 


(d) all of the proceeds from the issuance before February 


Subdiv. b — Business or Property 


1.1982, of the obligation are;used by the corporation =) = 
- °@) to acquire after''December 11, 1979 ‘and before’ 


- February 1, 1982: Seabee that is specified spe ples 


of the corporation, 


(ii) to finance qualified eWichaibines (within the: 
meaning assigned by paragraph 127(10.1)(c)) made~ 


by ‘the corporation ‘after December 11, 1979 and 


before February’ 1; 1982 in’ ‘tespect of scientific 


research, 


(iii) to repay at any time before February 1, 1982, in’ 


whole or in part, one or more obligations of the ‘cor- 
poration to the extent of an amount not exceeding the 


‘cost to the corporation of property referred to in sub- 


., paragraph (i) or qualified expenditures referred to in 
subparagraph (11) that. was acquired or that were in- 
curred by. the corporation :after- December 11, 1979 
and before the time of the repayment, or 


(iv). for any combination. of purposes described’ in 


subparagraphs (i) to |(iii),-or 
(e) the obligation is issued by the Corporation ” 


(i) as part of. a proposal, to, or, an arrangement with, . . 


its creditors that has been approved by a court under 
the Bankruptcy and Insolvency Act; 


(ii) at a time when all or substantially all of its assets. 


are under the control of a receiver, receiver- Pitta So 
= sequestrator or ‘trustee’ in bankruptcy, or 


(iii) at a time when, by reason of financial difficulty, 
the corporation is, in, default, or, could reasonably be 
expected to. default, on a debt held by a person with 
whom the corporation was dealing at arm’s length 


and it is issued, in whole or in part, directly or indi- 


rectly in exchange or substitution for that debt; 


“small-business ielopiient bond” at any time means 


(a) an obligation that is at that time a qualifying debt ob- 

ligation issued before 1982 by a Canadian-controlled pri- 

vate corporation in respect of which,a joint election was 
_ made at a particular time that is within 90 days after the 
later of its issue date and February 26, 1981, or 


(b) am obligation that is at that time a qualifying debt ob- 
ligation issued after 1981 -by a Canadian-controlled pri- 
vate corporation in respect of, Which a joint election was 
made at a particular time that i is within 90 days after the 
later of its issue date and March 30, 1983; 


“specified property” of an issuer means property acquired by 
the issuer that is 


(a) depreciable property that -has: not been used for any 
purpose, whatever before it.was acquired by the issuer, or 


(b) capital property, that is land: (excluding: any, building 
or other structure affixed to land) .other than land ac- 
' quired by the issuer from a person with. whom it was not 
dealing at arm’s length, 


but does not include any 
(c) automobile, or 


(d) transportation equipment used principally for the pur- 
pose of transporting persons. other than paspenecrs who 
pay for the transportation. services. 


(4) Presumption — Where an issuer has disposed of  speci- 
fied property, for the purposes of paragraph (2)(d), the prop- 
erty ‘shall be deeméd to be Owned by the issuer and to be 
‘property used for specified ‘purposes if, in the thirty day pe- 
riod after the date of disposition of the property, the:principal 
amount of the obligation ‘is reduced by; an amount, not less 
than the amount by which the proceeds of disposition to the 
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issuer of the property exceed the expense incurred by it in 
disposing of the, property. , 


(6) Idem ahs Notwithstanding any other provision of this Act, 


an amount paid or payable by a taxpayer pursuant to a legal 
obligation to pay interest on borrowed money used for the 
purpose of acquiring a small business development bond shall 
be deemed to be an amount paid or payable, as the case may 
be, 6n borrowed ‘money used for the purpose of caring in- 
come from a business or property. 


(6) False declaration — Where an issuer saorudtiet) or 
under circumstances amounting to gross negligence makes a 
false declaration in’ a joint election in respect of an obligation, 
the reference in subparagraph (2)(d)(iv) to “the amount” shall 
in respect of the issuer be read as a reference to “3 times the 
amount”. 


(7) Presumption — Where at any particular time an issuer 
makes: a joint,electiom in respect of an obligation and at or 
before that time the issuer,or any: other corporation associated 
with the issuer at or before. that time makes-or,has made a 
joint election in respect of any.other obligation, for the pur- 
poses of this section, the issuer shall be deemed not to be an 
eligible small: Dusinigss COTPORRUON. 1 


(8) Idem — For the purposes of this section, where an eligi- 


ble small business corporation has Agauired property from an- 
other person who did not deal at arm’s length with the corpo- 
ration immediately after the-acquisition, the corporation shall 
be deemed to have acquired the property 


(a) from the person from whom that other tetas ac- 
~ quired the property; and 


_(b) at the time the other, person acquired. the property. 


(9) Exception — Where an issuer or any corporation associ- 
ated with the issuer has made a joint election in respect of a 
small business development bond, subsection (7) shall not ap- 
ply with respect to the issuer and any corporation associated 
with that issuer that would, but for that subsection, be an eli- 
gible small business corporation in respect of any obligation 


issued at any particular time after May 23, 1985 in citcum- 


stances described in any of subparagraphs (e)(i) to (iit) of the 
definition “qualifying debt obligation” in subsection (3); if 


--the issue price‘of any such bond does not exceed the amount, 


if-any, by which 
(a) $500,000 ~ 


exceeds 


(b) the total of.all amounts each of which is the principal 
amount outstanding at that.time in respect of 


(i) a small business development bond issued: 
(A) before the particular time by the issuer, or 


(B) at or before the particular time by a corpora- 
tion associated with the issuer, or 


(ii) ¢ 4 small business bond issued at or before the par- 
ticular time by 


(A) an individual who controls or isa member of 
a related. group that controls the issuer, or 


(B) a partnership any member of which is:a per- 
son-who is a majority interest partner of the part- 
nership (within the meaning assigned by, subsec- 
tion 97(3.1)) and who controls, or is a member 
of a related group that controls, the issuer. 


(10) Presumption — Notwithstanding the definition “small 


business development bond” in subsection (3), where the 
holder of a-qualifying debt obligation issued by a Canadian- 
controlled private corporation has not filed with the, Minister 


S. 15.1 


a joint election within the time referred to in that definition 
and, after the issue of the qualifying debt obligation, the cor- 
poration has not issued a small business development bond, 
other than a small business development bond that is an obli- 
gation described in paragraph (e) of the definition “qualifying 
debt obligation” in subsection (3), the obligation shall be 
deemed to be a small business development bond if 


(a) it is reasonable to consider that the corporation and 
the holder intended that this section would apply to the 
obligation having regard to such factors as may be rele- 
vant, including the rate of interest stipulated under the 
terms of the obligation and the manner in which the cor- 
poration and the holder have treated’ the obligation for the 
purposes of this Act; and 


(b) the holder files with the Minister a joint election 
within 90 days from the later of 


(i) the date of notification by the Minister that a joint 
election in respect of the obligation has not been 
filed pursuant to the definition “small business devel- 
opment bond” in subsection (3), and 


(ii) March 30, 1983 


(11) Penalties — For the purpose of subsection 163(3), 
where an amount is added to the taxable income of an issuer 
by virtue of subsection (6), the amount shall be deemed to be 
a penalty assessed by the Minister under section 163. 


(12) Replacement property — Where, at any time after De- 
cember 11, 1979, an amount has become receivable by a cor- 
poration as proceeds of disposition (within the meaning as- 
signed by paragraph (b), (c) or (d) of the definition “proceeds 
of disposition” in subsection 13(21) or paragraph (b), (c) or 
(d) of the definition of that expression in section 54) of speci- 
fied property and the corporation has, before the end of the 
first taxation year following the taxation year in which an 
amount in respect of the disposition of the specified property 
has become receivable, acquired a replacement property 
(within the meaning assigned by subsection 13(4.1) or 44(5)) 
that is specified property, for the purpose of subsection (4) 
the cost to. the corporation of its replacement property shall be 
deemed to be an expense incurred by it in disposing of the 
specified property. yi 


Cl. 15.1(3)(b)Giv)(A) amended by 1994, c..7, Sch. V (1992, ©3:27), 
para. 90(1)(q), to substitute “Bankruptcy and Insolvency Act’ for 
“Bankruptcy Act’, in force November 30, 1992. 


Pre-RSC History [s. 15.1]: The definition “eligible small busi- 
ness corporation” was para. 15.1(3)(a); “qualifying debt obliga- 
tion”, para. (b); “small business development bond”, para. (c); 
“joint election”, para. (d); “property used for specified purposes”, 
para. (e); and “specified property”, para.-(f). 

All that. portion of subsec. 15.1(2) preceding para: (d) substituted by 
1986, c. 6, subsec. 10(1), applicable after June 30, 1985. That por- 
tion formerly read: 


(2) |\dem — Where a corporation (in this section referred to 
as the “issuer”) has issued a small business development 
bond, notwithstanding any other provision of this Act, the fol- 
lowing rules apply: 
(a) in computing the income of the issuer for a taxation 
year, no deduction shall be made in respect of any 
amount paid or payable as or on account of interest on 
the bond; ° 


(b) except for the purposes of subsection 129(1), any 
amount paid by the issuer as or on account of interest on 
the bond shall be deemed to have been paid as a taxable 
dividend; and 


Para. 15.1(2)(d) amended to substitute in that portion preceding sub- 
para. (i) “throughout which the obligation was a small business de- 
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velopment bond but” for “during which” and to substitute in sub- 
para. (iv) “paid or payable (depending on the method regularly 
followed by the issuer in computing its income) for that period” for 
“payable in respect of that period”, by 1986, c. 6, subsec. 10(2), 
applicable after June 30, 1985. 


Subpara. 15.1(3)(a)(@) (“eligible small business corporation’) 
amended to delete “(within the meaning assigned by paragraph 
70(11)(c))” which followed “a small business corporation”, by 
1986, c. 6, subsec. 10(3), applicable to 1985 et seq. 


All that portion of para. 15.1(3)(b) (“qualifying debt obligation’) 
preceding subpara. (iii) amended by 1986, c. 6, subsec. 10(4), appli- 
cable after June 30, 1985, to substitute in that portion preceding 
subpara.. (i) “1988” for “1986” and to add subpara. (ii.1). 


Cl. 15.1(3)(b)Gii)(B) (“qualifying debt obligation”) amended by 
1986, c. 6, subsec. 15(3), to substitute “scientific research and ex- 
perimental development” for “scientific research”, applicable with 
respect to taxation years ending after May 23, 1985. 


All that portion of subsec. 15.1(9) preceding subpara. (b)(i) 
amended by 1986, c. 6, subsec. 10(5), applicable with respect to 
obligations issued after May 23; 1985, to substitute “May 23, 1985” 
for “November 12, 1981” and “the principal amount outstanding at 
that time in respect of” for “the issue price of”. 


Para. 15.1(2)(c) repealed by 1984, c. 45, subsec, 8(1). applicable to 


1985 et seq. Para. 15.1(2)(c) formerly read: 


(c) for the purposes of paragraph 125(6)(b), any amount paid 
by an eligible small business corporation as or on account of 
interest on the bond shall be deemed to be a qualifying taxa- 
ble dividend (except where the amount has been paid to a pri- 
vate corporation with Which the issuer was connected within 
the meaning of subsection 186(4) and with which it was not 
associated); and 


All that portion of para. 15.1(3)(a), (“eligible small business corpo- 
ration”) following subpara. (ii) repealed by 1984, c. 45, subsec. 


8(2), applicable to 1985 et seg. That portion formerly read: 


and in respect of which at the time of making an election 
under this section (in this section referred to as the “election 
time’’) the aggregate of 


(iii) the corporation’s cumulative deduction account 
(within the meaning of paragraph 125(6)(b)) at the end of 
its last taxation year ending before the election time, and 


(iv) all amounts each of which is the cumulative deduc- 
‘tion account of another corporation that was associated 
with the corporation at any time during the period 


(A) commencing at the end of that other corpora- 
tion’s last taxation year ending before the election ~ 
time, and 


(B) ending at-the election time, 


determined at the end of that other corporation’s last tax- 
ation year ending before the election time 


does not exceed $750,000 or, where the bond is issued after 
1981, $1,000,000; 


All that portion of para. 15.1(3)(b) (“qualifying debt obligation”) 
preceding subpara. (i) amended by 1984, c.1, s. 62, to substitute 
“1986” for “1984”. 


Subpara. 15.1(2)(d)(ii) substituted by 1980-81-82-83, c. 140, sub- 
sec. 8(1), applicable with respect to small business development 
bonds issued after 1981. Subpara. 15.1(2)(d)(iii) formerly read: 


(iii) all or substantially all of the proceeds from the issue of 
an obligation issued in circumstances described. in. clauses 
(3)(b)(iv)(A) to (C) were not used by the issuer in the financ- 
ing of its business carried on immediately before the. time, of 
its issuance 


All that portion of para. 15.1(3)(a) (“eligible small businesscorpo- 
ration”) following subpara. (iv) substituted by 1980-81-82-83, c. 
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140, subsec. 8(2), to add the words “or, where the bond is issued 
after 1981, $1,000,000”. 


All that portion of para. 15.1(3)(b) quanitying debt obligation”) | 


preceding subpara. (i) and all that portion of subpara. 15.1(3)(b)(iii) 
preceding cl. (D) substituted by 1980-81-82-83, c. 140, subsecs. 
8(3), (4), to change references to read “February 1, 1982” from 
“1982” and to change “of” to “assigned by” in cl. (B). 


Para. 15.1(3)(c) (“small business development bond”) substituted by 
1980-81-82-83, c. 140, subsec. 8(5). That para. formerly read: 


(c) “small business development bond” at any time means an 
obligation that is at that time a qualifying debt obligation is- 
sued by a Canadian-controlled private corporation in respect 
of which a joint election was made at a particular time that is 
within 90 days after the later of its issue date and the date this 
section comes into force; 


Subsec. 15:1(9) added by 1980-81-82-83, c. 140, subsec. 8(6), ap- 
plicable with respect to small business development bonds issued 
after November 12, 1981. 


Subsecs. 15.1(10)-(12) added by. 1980-81-82-83, .c...140,. subsec. 
8(6). Subsecs. 15.110), (11) are applicable with respect to. obliga- 
tions issued after December 11, 1979. 


S..15.1 added by 1980-81-82-83, c. 48, s. 8, applicable after Decem- 
Der 11.909: 


Definitions [s. 15.1]: “active business”, “amount” — 248(1); 
“arm’s length” — 251(1); “associated” — 256; “borrowed money”, 
“business” — 248(1); “Canada” — 255; “Canadian-controlled pri- 
vate corporation” — 125(7), 248(1); “corporation” —.248(1), Inter- 
pretation Act 35(1); “eligible small business corporation” — 


15.1(3); “individual” — 248(1); “issuer” — 15.1(2); “joint elec- 
tion” — 15.1(3); “majority interest partner” — 15.1(3), 97(3.1), 
248(1); “Minister”, “person”, “prescribed”, “principal amount”, 


“property” — 248(1); “qualifying debt obligation” — 15.1(3); “re- 
lated group” — 251(4); “small business bond” — 15.2(3), 248(1); 
“small business corporation” — 248(1); “small business develop- 
ment bond” — 15.1(3), 248(1); “taxable, Canadian corporation”, 
“taxable dividend” — 89(1), 248(1); “taxable income” — 2(2), 
248(1); “taxation year” — 249; “taxpayer” —.248(1). 
Interpretation Bulletins [s. 15.1]: IT-269R3: Part IV tax on 
taxable dividends received by a private corporation or a subject cor- 
poration; IT-507R: Small business development bonds and small 
business bonds. 


15.2 (1) Interest on small business bond — 
Any amount received by a taxpayer as or on account 
of interest on a small business bond shall, except for 
the purposes of Part IV, be deemed to have been re- 
ceived as a taxable dividend from a taxable Canadian 
corporation. 


Related Provisions: 15(3) ih Parallel rule for income bonds; 
15.1(1) — Parallel rule for small business development bonds. 


(2) Rules for small business bonds — Where 
an individual or’a partnership (in this section referred 
to as the “issuer’’) has issued an obligation that is at 
any time a small business bond, notwithstanding any 
other provision of this Act, 


(a) in computing the issuer’s income for. a taxa- 
tion year, no deduction shall be made in respect 
of any amount paid or payable (depending on the 
method regularly followed in computing the is- 
suer’s income) as or on account of interest on the 
bond in respect of a period that includes that 
time; and 


S. 15.2(3) maj 


(b) for any taxation year that includes a period 
throughout which the obligation was a small bus- 
iness bond but 


(i) the issuer was not an eligible issuer, or 


(ii) all or substantially all of the proceeds from 
the issue of the obligation were not used by 
the issuer in the financing of an active busi- 
ness carried on by the issuer in Canada imme- 
diately before the time of the issue of the 
obligation, 


there shall be added to the tax otherwise payable 
under this Part by the issuer for that taxation year 
an amount equal to 29% of the amount of interest 
paid or payable (depending on the method regu- 
larly followed in computing the issuer’s income) 
in respect of the bond for that period. ' 


(3) Definitions — In this section, 


“eligible issuer” at any time means 


(a) an individual (other than a trust) who i is resi- 
dent in Canada and who 


(i) has not made a joint election before that 

time in respect of a small business bond, 

(ii) is not a majority interest partner of a part- 

‘nership that has made a joint election before 
that time in respect of a small business bond, 

and 


(iii) neither controls nor is a member of a re- 
lated group that controls 


(A) a corporation that has made a joint 
election before that time in respect of a 
small business development bond, or 


(B) a corporation that is associated with a 
corporation referred to in clause (A), or 


(b) a partnership | 
(i) each member of which is an individual 
(other than a trust) who is resident in Canada, 
(ii) each majority interest partner, if any, of 
which is an eligible issuer, and 


(iii) that has not made a joint election before 
that time in respect of a small business bond; 


‘joint election” means an election that is made in 
prescribed form, containing prescribed information, 
jointly by the issuer of an obligation and the person 
who is the holder of the obligation at the time of the 
election, that is filed with the Minister by the holder 
and in which the holder and the issuer elect that the 
provisions of this section apply with respect to that 
obligation; 

Related Provisions: 96(3) — Election by partners. 

Forms: T2218: Joint election for a small business bond. 


‘majority interest partner” of a partnership means 
a taxpayer who, if subsection 97(3.1) applied to this 
section, would be deemed to be a majority interest 
partner of the partnership; 
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— Repeal — 15.2(3)“majori 
| _ interest partner 


applicalian: Bill C-69, s. 11, will repeal ¢ 
interest partner’ in subsec. 15. 2(3), applicab! aft 


Technical Notes: See under 15.1(3)'m: 


“qualifying debt obligation” of an issuer at a par- 
ticular time means an obligation that is a bill, note, 
mortgage or similar obligation issued after February 
25, 1992 and before 1995, 


(a) the principal amount of which is not less than 
$10,000 or more than $500,000, 


(b) that is issued for a term of not more than 5 
years and, except in the event of a failure or de- 
fault under the terms or conditions of the obliga- 
tion, not less than one year; and 


(c) that was issued not more than 5 years before 
the particular time, 


if the obligation is issued 


(d) as part of a proposal to, or’ an arrangement | 


with, the issuer’s creditors that has been approved 
by a court under the Bankruptcy and. Insolvency 
Acted 


(e) at a time when all or euotatisall? all of the 
issuer's assets are under the control of a-receiver, 
receiver-manager, sequestrator or trustee in bank- 
ruptcy, or 

(f) at a time when, because of financial difficulty, 
the issuer is in default, or could reasonably be ex- 
pected to default, on a debt incurred in the course 
of the issuer’s business and held by a person with 
whom the issuer was dealing at arm’s length or, 
where the issuer is a partnership, by a person with 
whom each member of the partnership was deal- 
ing at arm’s length, and it is issued, in whole or 
in part, directly or indirectly in exchange or sub- 

. stitution for that debt; 


and the funds from the issue of the obligation are 
used in Canada.in a business of the issuer carried on 
immediately before. the time of issue; 


“small business bond” at any time means 


(a) an obligation that is at that time a qualifying 
debt obligation, issued by an individual or a part- 
nership, in respect of -which a joint ‘election was 
made within 90 days after its issue date, or 


(b) an obligation that is at that time a qualifying 
debt obligation issued by an individual or a part- 
nership if 


(1) 1t is reasonable to consider that.the issuer 
and the holder of the obligation intended that 
this section apply to the obligation, having re- 
gard to such factors as may be relevant, in- 
cluding the rate. of interest stipulated under.the 
terms of the obligation and the manner in 
which the issuer and the holder, have treated 
the obligation for the purposes of this Act, and 
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(ii) the holder files with the Minister a joint 
election in respect of the obligation within 90 
days after the date of notification by the Min- 
ister that a joint election in respect of the obli- 
gation has not been filed under paragraph (a). 


Related Provisions: 96(3) — Election by partners; 248(1)‘small 
business bond” — Definition applies to entire Act. 


Forms: T2218: Joint election for a small business bond. 


(4) Status of interest — Notwithstanding any 
other provision of this Act, an amount paid or paya- 
ble by a taxpayer pursuant to a legal obligation to 
pay interest on borrowed money used for the purpose 
of acquiring a small business bond shall be deemed 
to be an amount paid or payable, as the case may be, 
on borrowed money used for the purpose of earning 
income from a business or property. 


(5) False declaration — Where the Minister es- 
tablishes that an issuer has knowingly or under cir- 
cumstances amounting to gross negligence made a 
false declaration in a joint election in respect of an 
obligation, the reference in paragraph (2)(b) to 
“29%” shall, in respect of the obligation, be read as a 
rclerence tO. .67 7o., 


(6) Partnerships — For the purpose of paragraph 
(2)(b), in the case of an issuer that is a partnership, 
the expression “tax otherwise payable under this Part 
by the issuer’ shall be read as a reference to the “‘tax 
otherwise payable under this Part by each member of 
the partnership” and each member shall add to that 
member’s tax otherwise payable under this Part for 
the taxation year that includes the period described 
in paragraph (2)(b) the amount that can reasonably 
be regarded as that member’s share of the amount 
determined under that paragraph with respect to the 
partnership. 


(7) Deemed eligible issuer — Where, but for 
subparagraphs (a)(i), (ii) and (aii) and (b)(ii) of the 
definition “eligible issuer” in subsection (3), an indi- 
vidual or a partnership would be an “eligible issuer”, 
the individual or partnership shall be deemed to be 
an eligible issuer in respect of a small business bond 
at any time where the issue price of the bond does 
not exceed the amount, if any, by which 


(a) $500,000 
exceeds 


(b) where the issuer is an individual, the total of 
all amounts each of which is the principal amount 
outstanding immediately after that time in respect 
of 


(i) another obligation that is a small business 
_ bond issued by 


(A) the individual, or 


(B) a partnership of which the individual is 
a majority interest partner, or 


(ii) a small business development. bond issued 
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by 

(A) a corporation that is controlled by the 
individual. or by a related group of which 
the individual-is a member, or 


(B) a corporation that is associated with a 
corporation referred to in clause (A), or 


(c) where the i issuer is a partnership, the total of 
all amounts each of which is the principal amount 
outstanding immediately after that time in respect 
of 


FT oicihels ciaicaan mthataarmeusnls ie toss 
bond issued by 


(A) the partnership, 


(B) an individual who is a majority interest 
partner of the partnership, or 


(C) a partnership of which the individual 
referred to in clause (B) is.a majority inter- 
est partner, or 


(ii) a small business development bond issued 
by 
(A) a ‘corporation that is controlled by the 
individual referred to in clause (i)(B) or by 
a related group of which the individual is a 
member, or 


(B) a corporation that is associated with a 
corporation referred to in clause (A).. 


History [s. 15.2]: The opening words of the definition of “qualify- 
ing debt obligation” in subsec. 15.2(3) amended by 1994, c. 8, sub- 
sec. 2(1), applicable to obligations issued after 1992; and, for the 
purposes of the definition “small business bond” in subsec. 15.2(3), 
an election made before August 11, 1994 in: respect of an obligation 
issued after 1992 and before 1995 shall be deemed to have been 
made within 90 days after: the»day the obligation was issued. The 
opening words formerly read: 


“qualifying debt obligation” of an issuer at a particular time 
means an obligation that is a bill, note, mortgage or similar 
obligation issued after November. 12,1981 and before 1988 
or after February 25,1992 and before 1993, 


S. 15.2 substituted by 1994, ¢.7, Sch. VIII (1993,'c. 24), s. 6 appli- 
cable with respect to obligations issued after February 25, 1992. For 
the purposes of the definition “small business bond” in subsec. 
15.2(3), an election made in respect.of an obligation after February 
25, 1992 and before September 9, 1993, shall be deemed to have 
been made within 90 days after the day the obligation was issued. S. 
15.2 formerly read: 


15.2 (1) Small business bond — Any amount received by a 
taxpayer as or on account of interest in respect of a small bus- 
iness bond shall, except for. the purposes of Part IV, be 
deemed to have been received as a taxable dividend from a 
taxable Canadian corporation. 


(2) Idem — Where an individual or partnership (in this sec- 
tion referred to as the “issuer’”’) has issued ’an obligation that is 
at any time a small business bond, notwithstanding any other 
provision of this Act, the following rules apply: 


(a) in computing the income of the issuer for a taxation 
year, no deduction shall be made in respect of any 
amount paid or payable (depending on the method regu- 
larly followed by the issuer in computing its income) for 
a period that includes that time as or on account of inter- 
est on the bond; and ~ 
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(b) for any taxation year that includes a period through- 
out which the obligation was a small business bond but 


(i) the issuer was not an eligible issuer, or 


(ii) all or, substantially all of the proceeds from the 
issue of an obligation issued in circumstances de- 
scribed in paragraph (d) of the definition “qualifying 
debt obligation” in subsection(3) were not used by 
the eligible issuer in the financing of an active busi- 
ness ‘carried on by. it in Canada. immediately before 
the time of the issuance of the obligation, 


there shall be added to the tax otherwise payable by the 
issuer for that taxation year an amount equal to 34% of 
the amount of interest paid or payable (depending on the 
method regularly followed by the issuer in computing its 
income) in respect of the bond for that period. 


(3) Definitions — In this section, 


“eligible issuer” means. , 


(a) an individual (other than a trust) resident in Canada 
who has not, or is not a majority interest partner (within 
the meaning assigned by subsection 97(3.1)) of a partner- 
ship that has, previously made a joint election in respect 
of a small business bond or who does not control or is not 
a member of a related group that controls a corporation 
that has previously made a joint election in respect of a 
small business development bond, or 


(b) a partnership, all the members of which are individu- 
als who are eligible issuers under paragraph (a); 


“joint election” means an election. made in. prescribed form 
jointly by the issuer of an obligation and the person who is 
the holder of the obligation at the election time and filed with 
the Minister by the holder in which the issuer and the holder 
elect that the provisions of this section apply with respect to 
that obligation, and in which the issuer declares that 


(a) it is an eligible issuer, and 


(b) the requirements of paragraph (d) of the definition 
“qualifying debt obligation” in this subsection have been 
met; 


“qualifying debt obligation” of an individual or a partnership 
at any time means an obligation that is a bill, note, mortgage 
or similar obligation issued after November 12, 1981 and 
before 1988, 


(a) the principal amount of which is not less than $10,000 
or more than $500,000, 


(b) that is issued for a term of not more than five years 
and, except in the event of a failure or default under the 
terms or conditions of the obligation, not less than one 
year, and’ 


(c) that was issued not more than sor years before. that 
time 


(d) the obligation is issued 


(i) as part of a proposal to, or an arrangement with, 
the individual’s or partnership’s creditors, as the case 
may be, that has been approved by a court under the 
Bankruptcy and Insolvency Act, 


(ii) ata time when all or substantially:all of the indi- 
vidual’s or partnership’s assets, as the case may be, 
are under the control of a receiver, receiver-manager, 
sequestrator or trustee in bankruptcy, or 


iii) at a time when, by reason of financial difficulty, 
the individual or partnership is in default,.or could 
reasonably be expected to default, on a debt incurred 
in the course of the business of the individual or part- 
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nership, as the case may be, and held by a person 
with whom the individual or each member of the 
partnership was dealing at arm’s length and it is is- 
sued, in whole or in part, directly or indirectly in ex- 
change or substitution for that debt, 


and the funds from the issuance thereof are used in Can- 
ada in a business of the individual or partnership carried 
on immediately before the time of issuance; 


“small business bond” at any time means an obligation that is 
at that time a qualifying debt obligation issued by an individ- 
ual or partnership in respect of which a joint election was 
made at a particular time that is within 90 days after the later 
of its issue date and March 30, 1983. 


(4) Presumption — Notwithstanding any other provision of 
this Act, an amount paid or payable by a taxpayer pursuant to 
a legal obligation to pay interest on borrowed money used for 
the purpose of acquiring a small business bond shall be 
deemed to be an amount paid or payable, as the case may be, 
on borrowed money used for the purpose of earning income 
from a business or property. 


(5) False declaration — Where an issuer knowingly or 
under circumstances amounting to gross negligence makes a 
false declaration in a joint election in respect of an obligation, 
the reference in paragraph (2)(b) to “34%” shall be read as a 
reference to “102%”. 


(6) Partnerships — For the purposes of paragraph (2)(b), in 
the case of an issuer that is a partnership, the expression “tax 
otherwise payable by the issuer” shall be read as a reference 
to the “tax otherwise payable by each member of the partner- 
ship” and each member shall add to the member’s tax other- 
wise payable for the taxation year that includes the period de- 
scribed in paragraph (2)(b) the amount that can reasonably be 
regarded as the member’s share of the amount determined 
under that paragraph with respect to the partnership. 


(7) Deemed eligible issuer — Where an individual, a part- 
nership of which the individual is a majority interest partner 
(within the meaning assigned by subsection 97(3.1)) or a cor- 
poration that is controlled by 


(a) the individual, 


(b) a related group of which the individual is a member, 
or 


(c) a member of the partnership who is a majority interest 
partner of the partnership (within the meaning assigned 
by subsection 97(3.1)) 


has previously made a joint election in respect of a small bus- 
iness bond or, in the case of a corporation, a small business 
development bond, the individual and any partnership of 
which the individual is a majority interest partner (within the 
meaning assigned by subsection 97(3.1)) shall be deemed to 
be an eligible issuer in respect of any additional small busi- 
ness bond that the individual or partnership may issue at any 
particular time after May 23, 1985 if at the particular time the 
issue price of such additional bond does not exceed the 
amount, if any, by which 


(d) $500,000 
exceeds, 


(e) where the issuer is an individual, the total of all 
amounts each of which is the principal amount outstand- 
ing at that particular time in respect of 


(i) another small business bond issued 


(A) before the particular time by the individual, 
0 i 


(B) at.or before the particular time by a partner- 
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ship of which the individual is a majority interest 
partner (within the meaning assigned by subsec- 
tion 97(3.1)), or 


(ii) a small business development bond issued at or 
before the particular time by 


(A) a corporation that is controlled by the indi- 
vidual, or by a related group of which the indi- 
vidual is a member, or 


(B) a corporation that is associated with a corpo- 
ration referred to in clause (A), or 


(f) where the issuer is a partnership, the total of all 
amounts each of which is the principal amount outstand- 
ing at that particular time in'respect of 


(i) another small business bond issued 


(A) before the particular time by the partnership, 
or 


(B) at or before the particular time by an individ- 
ual who is a majority interest partner of the part- 
nership (within the meaning assigned by subsec- 
tion 97(3.1)), or 


(ii) a small business development bond issued at or 
before the particular time by 


(A) a corporation that is controlled by the indi- 
vidual referred to in clause (i)(B) or by a related 
group of which the individual is a member, or 


(B) a corporation that is associated with a corpo- 
ration referred to in clause (A). 


(8) Presumption — Notwithstanding the definition “small 
business bond” in subsection (3), where the holder of a quali- 
fying debt obligation issued by an individual or a partnership 
has not filed with the Minister a joint election within the time 
referred to in the definition, the obligation shall be deemed to 
be a small business bond if 


(a) 1t is reasonable to consider: that the issuer and the 
holder intended that this section would apply to the obli- 
gation having regard to such factors as may be relevant, 
including the rate of interest stipulated under the terms of 
the obligation and the manner in which the issuer and the 
holder have treated the obligation for the purposes of this 
Act; and 


(b) the holder files with the Minister a joint election 
within 90 days after the date of notification by the Minis- 
ter that a joint election in respect of the obligation has not 
been filed pursuant to the definition “small business 
bond” in subsection (3). 


(9) Penalty — For the purpose of subsection 163(3), where 
an amount is added to the tax otherwise payable by an issuer 
by virtue of subsection (5), the amount shall be deemed to be 
a penalty assessed by the Minister under section 163. 


Subpara. (d)(i) of “qualifying debt obligation” in subsec. 15.2(3) 
amended by 1994, c27, Sch. V (1992, c. 27), para. 90(1)(q), to sub- 
stitute “Bankruptcy and Insolvency Act’ for “Bankruptcy Act’, in 
force November 30, 1992. 


Pre-RSC History [s. 15.2]: Before amendment by 1993, c. 24, the 
definition “qualifying debt obligation” was para. 15.2(3)(a); “small 
business bond”, para. (b); “joint election”, para. (c); and “eligible 
issuer”, para. (d). 


Subsec. 15.2(2) amended by 1986, c. 6, subsec. 11(1), applicable 
after June 30, 1985, to substitute in that portion preceding para. (a), 
“issued an obligation that is at any time a small business bond” for 
“issued a small business bond”; in para. (a), “paid or payable (de- 
pending on the method regularly followed by the issuer in comput- 
ing its income) for a period that includes that time” for “paid or 
payable”; in para. (b), “a period throughout which the obligation 
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was a small business development bond but” for-“a period during 
which”; and in that portion following para. (b), “interest paid or 
payable (depending on the method regularly followed by the issuer 
in computing its income)” for “interest payable”. 


All that portion of para. 15.2(3)(a) preceding subpara. (11) amended 
by 1986, c. 6, subsec. 11(2), to substitute “any time” for “any partic- 
ular time” and “1988” for “1986” and to add subpara. (ii.1), applica- 
ble after June’ 1985. 


Subsec. 15.2(7) amended by 1986, c. 6, subsec. 11(3), applicable 
with respect to obligations issued after May 23, 1985, to substitute 
the heading “Deemed eligible issuer” for “Presumption”; to substi- 
tute in that portion following para. (c), “may issue at any particular 
time after May 23, 1985 if'at the particular time” for “may issue if 
at the particular time of its issue”; in'paras. (e) and (f) to substitute 

“the principal amount outstanding at that particular time in respect 
of” for “the issue price of’; and to substitute “or” for “and” at the 
end of subpara. (f)(i). 


All that portion of para. 15.2(3)(a) preceding subpara. (1) substituted 
by 1984, c. 1, s. 7, to substitute “1986” for “1984”, 


S. 15.2 added by 1980-81-82- 83, C; 140, SMC applicable whe re- 
spect to obligations issued after November 12,-1981.: 


Definitions [s. 15.2]: “active business”, “amount” — 248(1); 
“arm’s length” —+251(1); “associated” — 256; “borrowed money”, 
“business” — 248(1); “Canada” — 255; “ 
Interpretation Act 35(1); “eligible issuer” — 15.2(3); “andivid- 
ual” — 248(1); “issuer” — 15.2(2); “joint election” — 15.2(3); 
ony interest partner” — 15,2(3), 97(3.1), 248(1); “Minister”, 
“person”, “prescribed”, “principal amount’, “property” — 248(1); 
“qualifying debt obligation” — 15.2(3); “related group” — 251(4); 
“resident in Canada” —250; “small business bond” — 15.2(3), 
248(1); “small business development bond” — 15.1(3), 248(1); “tax 
otherwise payable under this Part” — 15.2(6); “taxable Canadian 
corporation”, “taxable dividend” — 89(1), 248(1); “taxation 


year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 
Interpretation Bulletins [s. 15.2]: IT-269R3: Part IV tax on 
taxable dividends received by a private corporation or a subject cor- 
poration; IT-507R: Small business development bonds and small 
business bonds. 


16. (1) Income and capital combined — Where, 
under a contract or other arrangement, an amount 
can reasonably be regarded as being in part interest 
or other amount of an income nature and in part an 
amount of a capital nature, the following rules apply: 


(a) the part of the amount that can reasonably be 
regarded as interest shall, irrespective of when 
the contract or arrangement was made or the form 
or legal effect thereof, be deemed to be interest 
on a debt obligation held by the person to whom 
the amount is paid or. payable; and 


(b) the part of the amount that can reasonably be 
regarded as an amount of an income nature, other 
than interest, shall, irrespective of when the con- 
tract or arrangement was made or the form or le- 
gal effect thereof, be included in the income of 
the taxpayer to whom the amount is paid or paya- 
ble for the taxation year in which the amount was 
received or became due to the extent it-has not 
otherwise been included in the taxpayer’s 
income. | 
Related Provisions: 12(1)(c) — Interest income; 12(1)(g) — 


Amount fully taxable where based on production or use; 12(3) — 
Interest income; 16(4), (5) — Application of subsec. (1);.138(12) — 


S. 16(2)(b)(ii) 


“Gross investment revenue” of an insurer; 214(2) — Tax on non- 
residents. 


Pre-RSC History: Subsec. 16(1) substituted by.1988,'0.355, $4 9, 
applicable with respect to amounts paid or payable after June 1988. 


_ Subsec. 16(1) formerly read: 


16. (1) Income’ and capital combined — Where a payment 
under a contract orother arrangement can reasonably be re- 
garded as being in part ‘a payment of interest or other payment 
of an income nature and in part a payment of a capital nature, 
the part of the payment that can reasonably be regarded as a 
payment of interest or other payment of an income nature 
shall, irrespective of when the contract or arrangement was 
made or the form or legal effect thereof, be included in com- 
puting the recipient’s income from property for the taxation 
year in which, it was received to the extent that it was not 
otherwise included. in computing the recipient’s income. 


Subsec. 16(1) substituted by 1980-8 1-82-83, c. 140, subsec. 10(1), 


_ applicable to 1981 et seg. Subséc. 16(1) formerly read: 


16. (1) Where a payment under a contract or other arrange- 
ment can reasonably be regarded as being in part a:payment 
of interest or other payment of an income nature and in part a ,. 
payment of a capital nature, the part of the payment that can - 
reasonably be regarded as a payment of interest or other pay- — 
ment of an income nature shall, irrespective of when the con- 
tract or arrangement was made or the form or legal effect 
thereof, be included in computing the sii income from 
property. 
Selected Cases pea 46(1)}: West Hill Redevelopment Co. 
v. MNR, [1991] 2 C.T:C..83 (FCTD) (Where plaintiff sold condo- 
miniums and took back mortgages at below-market interest rates, 
excess of face value of mortgages over fair market value not interest 
under subsection 16(1)); Alepin v. The Queen, [1979] C.T.C. 360 
(FCTD) (Absent agreement to contrary, amounts received apply 
first to arrears of interest); Rodmon Construction Inc. v. The Queen, 
[1975] C.T.C. 73 (FCTD), (Not reasonable: to regard payments as 
part interest where loan‘is interest free); Vanwest Logging Co. Ltd. 
v. MNR, [1971] C.T.C. 199 (Exch) (Subsection 7(1) [now subsec- 
tion 16(1)] inapplicable to amount paid by instalments without in- 
terest; taxpayer’s intention relevant). 


Regulations: 201(1)(d) (information return). 


Interpretation Bulletins: IT-233R: Lease-option agreements; 
sale-leaseback agreements; IT-265R3: Payments of income and cap- 
ital combined; IT-365R2: Damages, settlements and similar. re- 
ceipts; IT-396R: Interest income. 


Forms: T5 Segment; T5 Summ: Return of investment income; TS 
Supp: Statement of investment income, 


(2) Obligation issued at discount — Where, in 
the case of a bond, debenture, bill, note, mortgage or 
similar obligation issued after December 20, 1960 
and before June 19, 1971 by a person exempt from 
tax under section 149, a non-resident person not car- 
rying on business m Canada, or a government, mu- 
nicipality or municipal or other public body perform- 
ing a function of government, 


(a) the obligation was issued for an amount that is 
less than the principal amount of the obligation, 


(b) the interest stipulated to be payable on the ob- 
ligation, expressed in terms of an annual rate on 


(i) the principal amount thereof, if no amount 
is payable on account of the principal amount 
before the, maturity of the obligation, or 


(ii) the amount outstanding from time. to time 
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as or on account of the principal amount 
thereof, in any other case, 


is less than 5%, and 


(c) the yield from the obligation, expressed in 
terms of an annual rate on the amount for which 
the obligation was issued (which annual rate 
shall, if the terms of the obligation or any agree- 
ment relating thereto conferred on the holder 
thereof a right to demand payment of the princi- 
pal amount of the obligation or the amount out- 
standing as or on account of the principal 
amount, as the case may be, before the maturity 
of the obligation, be calculated on the basis of the 
yield that produces the highest annual rate obtain- 
able either on the maturity of the obligation or 
conditional on the exercise of any such right) ex- 
ceeds the annual rate determined under paragraph 
(b) by more than '/3 thereof, 


the amount by which the principal amount of the ob- 
ligation exceeds the amount for which the obligation 
was issued shall be included in computing the in- 
come of the first owner of the obligation who is a 
resident of Canada and is not a person exempt from 
tax under section 149 or a government, for the taxa- 
tion year of the owner of the obligation in which he, 
she or it became the owner thereof. 

Related Provisions: 16(5)— Application of subsec. 16(1); 
53(1)(g) — Addition to adjusted cost base; 142.4(1)“tax ba- 
sis”(b) — Disposition of specified debt obligation by financial 
institution. 

Pre-RSC History: All that portion of subsec. 16(2) preceding 
para. (a) substituted by 1973-74, c. 14, s. 3, applicable to 1972 et 
Seq. 

Interpretation Bulletins: IT-265R3: Payments of income and 
capital combined. 


(3) Idem — Where, in the case of a bond, deben- 
ture, bill, note, mortgage or similar obligation (other 
than an obligation that is a prescribed debt obligation 
for the purpose of subsection 12(9)) issued after June 
18, 1971 by a person exempt, because of section 
149, from Part I tax on part or all of the person’s 
income, a non-resident person not carrying on busi- 
ness in Canada or a government, municipality or mu- 
nicipal or other public body performing a function of 
government, 


_ (a) the obligation was issued for an amount that is 
less than the principal amount of the obligation, 
and 


(b) the yield from the obligation, expressed in 
terms of an annual rate on the amount for which 
the obligation was issued (which annual rate 
shall, if the terms of the obligation or any agree- 
ment relating thereto conferred on the holder 
thereof a right to demand payment of the princi- 
pal amount of the obligation or the amount out- 
standing as or on account of the principal 
amount, as the case may be, before the maturity 
of the obligation, be calculated on the basis of the 
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yield that produces the highest annual rate obtain- 
able either on the maturity of the obligation or 
conditional on the exercise of any such right) ex- 
ceeds */3 of the interest stipulated to be payable on 
the obligation, expressed in terms of an annual 
rate on 


(1) the principal amount of the obligation, if 
no amount is payable on account of the princi- 
pal amount before the maturity of the obliga- 
tion, or 


(ii) the amount outstanding from time to time 
as or on account of the principal amount 
thereof, in any other case, 


the amount by which the principal amount of the ob- 
ligation exceeds the amount for which the obligation 
was issued shall be included in computing the in- 
come of the first owner of the obligation 


(c) who is resident in Canada, 


(d) who is not a government nor a person exempt, 
because of section 149, from tax under this Part 
on all or part of the person’s taxable income, and 


(e) of whom the obligation is a capital property, 


for the taxation year in which the owner acquired the 

obligation. 

Related Provisions: 16(5)— Application of subsec. 16(1); 

53(1)(g) — Addition to adjusted cost base; 142.4(1)“tax ba- 

sis” (b) — Disposition of specified debt obligation by financial 

institution. 

History: All that portion of subsec. 16(3) after para. (b) substituted 

by 1994, c. 21, s. 10, applicable to 1990 et seg. That portion for- 

merly read: 
the amount by which the principal amount of the obligation 
exceeds the amount for which the obligation was issued shall 
be included in computing the income of the first owner of the 
obligation who. is a resident of Canada, and is not a person 
exempt from tax under section 149 or a government, for the 
taxation year of the owner of the obligation in which he, she 
or it became the owner thereof. 


That portion of subsec. 16(3) preceding para. (a) substituted by 

1994, c. 7, Sch. VHT (1993, c. 24), subsec. 7(1), applicable to 199 

et seg. That portion formerly read: 
(3) Idem — Where; in the case of a bond, debenture, bill, 
note, mortgage or similar obligation issued after June 18, 
1971 by a person exempt from tax under section 149, a non- 
resident person not carrying on business in Canada,.or a gov- 
ernment, municipality or municipal or other public body per- 
forming a function of government, 


Interpretation Bulletins: IT-265R3: Payments of income and 
capital combined. 
(4) Where subsec. (1) does not apply — Sub- 
section (1) does not apply to any amount received by 
a taxpayer in a taxation year 
(a) as an annuity payment; or 
(b) in satisfaction of the taxpayer’s rights under 
an annuity contract. 


Pre-RSC History: Para. 16(4)(b) substituted by 1980-81-82-83, c. 
140, subsec. 10(2), applicable with respect to dispositions occurring 
after November 12, 1981. Para. 16(4)(b) formerly read: 


(b) in satisfaction of the rights of the taxpayer under a life 
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annuity contract, as defined by regulation. 


Subsec. 16(4) substituted by 1977-78, c. 1, s. 9, applicable to any 
amount received after March 31, 1978. Subsec. 16(4) formerly read: 


(4) Subsection (1) does not apply to any amount received by a 
taxpayer in a taxation year 


(a) as an annuity payment; 


(b) as a refund of premiums or contributions paid by the 

holder of a life annuity contract, as defined by regulation, 

upon the death of such holder; or 

(c) in satisfaction of the rights of the taxpayer under a life 
annuity contract, as defined by regulation, that was en- 

tered into before June 14, 1963 except to the extent that 

the amount so received, exceeds the aggregate of 


(i) the value of his rights under the contract on the 
second anniversary date of the contract to occur after 
October 22, 1968, and 


(11) the aggregate of premiums paid by the taxpayer 
under the contract after the said second anniversary 
date... 


(5) Idem — Subsection (1) does not apply in any 
case where subsection (2) or (3) applies. 


(6) Indexed debt obligations — For the purposes 
of this Act, where at any time in a taxpayer’s taxa- 
tion year 


(a) an. interest in an indexed debt obligation is 
held by the taxpayer, 


(i) an amount determined in prescribed man- 
ner shall be deemed to be received and receiv- 
able by the taxpayer in the year as interest in 
respect of the obligation, and 


(ii) an amount determined in prescribed man- 
ner shall be deemed to be paid and payable in 
respect of the year by the taxpayer as interest 
under a legal obligation of the taxpayer to pay 
interest on borrowed money used for the pur- 
pose of earning income from a business or 
property; 

(b) an indexed debt obligation is an obligation of 

the taxpayer, 


~ (1) an amount determined in prescribed man- 

ner shall be deemed to be payable in respect 
of the year by the taxpayer as interest in re- 
spect of the obligation, and 


(ii) an amount determined in prescribed man- 
ner shall be deemed to be received and receiv- 
able by the taxpayer in the year as interest in 
respect of the obligation; and 


(c) the taxpayer pays or credits an amount in re- 
spect of an amount determined under subpara- 
graph (b)(i) in respect of an indexed debt obliga- 
tion, the payment or crediting shall be deemed to 
be a payment or crediting of interest on the 
obligation. 
Related Provisions: 20(1)(c) — Interest; 53(1)(g.1) — Addition 
to adjusted cost base; 53(2)(1.1) — Deduction from adjusted cost 
base; 138(12)“gross investment revenue”’G(a) — Gross. investment 
revenue of insurer; 142.3(2) — Indexed debt obligation not subject 
to rules re income from specified debt obligations; 142.4(1)“tax ba- 
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sis”(€), (n) — Disposition, of specified debt obligation by financial 
institution; 214(7) — Sale of obligation by non-resident. 
History: Subsec. 16(6) added by 1994, ¢. 7, Sch. VIII (1993, c. 24), 
subsec. 7(2), applicable to debt obligations issued after October 16, 
TgoT, 
Regulations: 7001 (amounts determined in prescribed manner). 
Definitions. [s.. 16]: “amount”, “annuity”, “borrowed money”, 
“business” — 248(1); “Canada” — 255; “capital property” — 54, 
248(1); “indexed debt obligation”, “non-resident”, “prescribed”, 
Se amount’, “property” — 248(1); “received” — 248(7); 
“regulation” — 248(1); “taxation ness + 249; “taxpayer” — 
248(1). 
Interpretation Bulletins [s. 16]: IT- 265R3: axpiont of income 
and capital combined. 


16.1 (1) Leasing properties — Where a taxpayer 
(in this section referred. to as the “‘lessee’”’) leases tan- 
gible property (other than, prescribed property) that 
would, if the lessee acquired the property, be depre- 
ciable property of the lessee, from a person resident 
in Canada (or from .a non-resident person who holds 
the lease in the, course of carrying on a business 
through a permanent establishment in Canada, as de- 
fined by regulation, any income from which is sub- 
ject to tax under this Part) who owns the property 
and. with whom. the lessee was dealing at arm’s 
length (in this section referred to as the “lessor’’) for 
a term of more than one year, if the lessee and the 
lessor jointly elect in prescribed form filed with their 
returns of income under this Part for their respective 
taxation years that include the particular time when 
the lease began, the following rules apply for the 
purposes of computing the income of the lessee for 
the taxation year that includes the particular time and 
for all subsequent taxation years: 


(a) in respect of amounts paid or payable for the 
use of, or for the right to use, the property, the 
lease shall be deemed not to beva lease; 


(b) the lessee shall be deemed to have acquired 
the property from the lessor at the particular time 
at a cost equal to its fair market value at that 
time; 

(c) the lessee shall be deemed to have borrowed 
money from the lessor at the particular time, for 
the purpose of acquiring the property, in a princi- 
pal amount equal to the fair market value of the 
property at that time; 

(d) interest shall be deemed to accrue on the prin- 
cipal amount of the borrowed money outstanding 
from time to time, compounded semi-annually, 
not in advance, at the prescribed rate in effect 


(1) at the earlier of 


(A) the time, if any, before the particular 
time, at which the lessee last entered into 
an agreement to lease the property, and 


-(B) the particular time, or 


(ii) where the lease provides that the amount 
payable by the lessee for the use of, or the 
right to use, the property varies according to 
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prevailing interest rates in effect from time to 
time, and the lessee so elects, in respect of all 
of the property that is subject to the lease, in 
the lessee’s return of income under this Part 
for the taxation year of the lessee in which the 
lease began, at the beginning of the period for 
which the interest is being calculated; 


(e) all amounts paid or payable by or on behalf of 
the lessee for the use of, or the right to use, the 
property in the year shall be deemed to be 
blended payments, paid or payable by the lessee, 
of principal and interest on the borrowed money 
outstanding from time to time, calculated in ac- 
cordance with paragraph (d), applied firstly on 
account of interest on principal, secondly on ac- 
count of interest on unpaid interest and thirdly on 
account of unpaid principal, if any, and the 
amount, if any, by which any such payment ex- 
ceeds the total of those amounts shall be deemed 
to be paid or payable on account of interest, and 
any amount deemed by reason of this paragraph 
to be a payment of interest shall be deemed to 
have been an amount paid or payable, as the case 
may be, pursuant’ to a legal obligation to pay in- 
terest in respect of the year on the borrowed 
money; 


(f) at the time of the expiration or cancellation of 
the lease, the assignment of the lease or the sub- 
lease of the property by the lessee, the lessee 
shall (except where subsection (4) applies) be 
deemed to have disposed of the property at that 
time for proceeds of disposition equal to the 
amount, if any, by which 


(i) the total of 


(A) the amount referred to in paragraph 
(c), and 


(B) all amounts received or receivable by 
the lessee in respect of the cancellation or 
assignment of the lease or the sublease of 
the property 
exceeds 
(ii) the total of 


(A) all amounts deemed under paragraph 
(e) to have been paid or payable,.as the 
case may be, by the lessee on account of 
the principal amount of the borrowed 
money, and 


(B) all amounts paid or payable by or on 
behalf of the lessee in respect of the can- 
cellation or assignment of the lease or the 
sublease of the property; 


(g) for the purposes of subsections 13(5.2) and 
(5.3), each amount paid or payable by or on be- 
half of the lessee that would, but for this subsec- 
tion, have been an amount paid or payable for the 
use of, or the right to use, the property shall be 
deemed to have been deducted in computing the 
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lessee’s income as an amount paid or payable by 
the lessee for the use of, or the right to use, the 
property after the particular time; 


(h) any amount paid or payable by or on behalf of 
the lessee in respect of the granting or assignment 
of the lease or the sublease of the property that 
would, but for this paragraph, be the capital cost 
to the lessee of a leasehold interest in the prop- 
erty shall be deemed to be an amount paid or pay- 
able, as the case may be, by the lessee for the use 
of, or the right to use, the property for the remain- 
ing term of the lease; and 


(i) where the lessee elects under this subsection in 
respect of a property and, at any time after the 
lease was entered into, the owner of the property 
is a non-resident person who does not hold the 
lease in the course of carrying on a business 
through a permanent establishment in Canada, as 
defined by regulation, any income from which is 
subject to tax under this Part, for the purposes of 
this subsection the lease shall be deemed to have 
been cancelled at that time. n 


Related Provisions: 16.1(5)— Replacement property; 
16.1(6) — Additional property; 16.1(7) — Renegotiation of lease. 


History: That portion of subsec. 16.1(1) preceding para. (e) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 12(1), applicable 
to leases and subleases entered into. after 10 p.m. EDST, April 26, 
1989, other than 


(a) leases entered into under an agreement in writing entered 
into at or before 10 p.m. EDST, April 26, 1989 under which the 
lessee thereunder has the right to require the lease of the prop- 
erty, and 


(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989, 


except that, with respect to leases and subleases entered into after 
10 pm. EDST, April 26, 1989 and before June 12, 1989, the subsec. 
shall be read without reference to the words “resident in Canada (or 
from a non-resident person who holds the lease in the course of car- 
rying on a business through a permanent establishment in Canada, 
as defined by regulation, any income from which is subject to tax 
under this Part)? and the words “and with whom the lessee was 
dealing at arm’s length”, and, with respect to leases and subleases 
entered into after June 11, 1989 and before July 13, 1990, the sub- 
sec. shall be read without reference to cl. (d)(1)(A), to the words 
“the earlier of’ and to the words “any income from which is subject 
to tax under this Part”. That portion of. subsec. 16.1(1) formerly 
read: 


16.1 (1) Leasing properties — Where, at any particular 
time, a taxpayer (in this section referred to as the “lessee”) 
has leased tangible property (other than prescribed property) 
that would, if the lessee had acquired the property, have been 
depreciable property of the lessee, from a person resident in 
Canada (or from a person not resident in Canada where the 
lease is held in the course of carrying on a business through a 
permanent establishment in Canada, as defined by regulation) 
who owns the property and with whom the lessee was dealing 
at arm’s length (in this section referred to as the “lessor”) for 
a term of more than one year, if the lessee and the lessor have 
jointly elected by filing the prescribed form with their returns 
of income under this Part for their respective taxation years 
that include the time at which the lease was entered into, the 
following rules apply for the purposes of computing the in- 
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come of the lessee for the taxation year.that includes the par- 
ticular time and for all subsequent taxation years: 


(a) the lease shall be deemed not to be a lease; 


(b) the lessee shall be deemed to have acquired the prop- 
erty from the lessor at the particular time at a cost equal 
to its fair market value at that time;, 


(c) the lessee shall be deemed to have borrowed money 
from the lessor at the particular time, for the purpose of 
acquiring the property, in a principal amount equal to the 
fair market value of the property at that time; 


(d) interest shall be deemed to accrue on the principal 
amount of the borrowed money outstanding from time to 
time, compounded semi-annually, not in advance, at the 
prescribed rate in effect at the particular time (or, where a 
particular lease provides that the amount paid or payable 
by the lessee for the use of, or the right to use, the prop- 
erty varies according to prevailing interest rates in effect 
from time to time, and the lessee so elects, in respect of 
all of the property that is subject to the particular lease, in 
the lessee’s return of income under this Part for the taxa- 
tion year of the lessee in which the particular lease was 
entered into, the prescribed rate that is in effect at the 
time the interest is being calculated); 


Para. 16.1(1)(i) substituted by 1994, c..7, Sch. Il (1991, c: 49), sub- 
sec. 12(2), applicable to leases and subleases entered into after June 
11, 1989, other than 


(a) leases entered into under an agreement in writing entered 
into at or before 10 p.m. EDST, April 26, 1989 under which the 
lessee thereunder has the right to require the lease of the prop- 
erty, and 


(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989, 


except that, with respect to such leases and subleases entered into 
before July 13, 1990, para. (1) shall be read without reference to the 
words “any income from which is subject to tax under this Part’. 
Para. 16.1(1)(i) formerly read: 


(i) where the lessee has made an election under this subsec- 
tion in respect of a property and, at any time after the lease 
was entered into, the owner of the property is a person not 
resident in Canada (except where the person holds the lease 
in the course of carrying on a business through a permanent 
establishment in Canada, as defined by regulation), for the 
purposes of this subsection, the lease-shall be deemed to have 
been cancelled at that time. 


Pre-RSC History: See at end of s, 16.1. 


Regulations: 1100(2)(a)(vi) — Half-year CCA rule. inapplicable 
to property deemed acquired by 16.1(1)(b); 4302 (prescribed rate of 
interest for 16.1(1)(d)); 8200 (prescribed pion 8201 (perma- 
nent establishment). 


Forms: T2145: Election in respect of the leasing of property. 


(2) Assignments and subleases — Subject to 
subsections (3) and (4), where at any particular time 
a lessee who has made an election under subsection 
(1) in respect of a leased property assigns the lease 
or subleases the property to another person (in. this 
section referred to as the. “assignee”), 


(a) subsection (1) shall not apply in computing 
the income of the lessee in respect of the lease for 
any period after the particular time; and 


(b) if the lessee and the assignee jointly elect in 
prescribed form filed with their returns of income 
under this Part for their respective taxation years 


S. 16.1(4) 


that include the particular time, subsection (@) 
shall apply to the assignee as if 


(i) the assignee leased the property at the par- 
ticular time from the owner of the property for 
a term of more than one year, and : 


(ii) the assignee and the owner of the property 
jointly elected under subsection (1) in respect 
of the property with their returns of income 
under this Part for their respective taxation 
years that include the particular time. 

History: Para. 16.1(2)(b) substituted by 1994,c. 7, Sch. IT (1991, c. 


49), subsec. 12(3), applicable to leases and subleases entered into 
after 10 p.m. EDST, April 26, 1989, other than 


(a) leases entered into pursuant to an agreement in writing en- 
tered into at or before 10 p.m. EDST, April 26, 1989 under 
which the lessee. thereunder has the right to require the lease of 
the property, and 


(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989. 


Para. 16.1(2)(b) formerly read: 


(b) if the: lessee and the assignee have jointly elected by filing 
the prescribed form with their returns of income under this 
Part for their respective taxation years that include the time at 
which the assignment or sublease was entered into, subsec- 
tion (1) shall apply to the assignee as if the assignee leased 
the property at that time from the owner of the property for a 
term of more than one year. 


Pre-RSC History: See at end of s. 16.1. 


Forms: T2146: Election in respect of assigned leases orsubleased 
property. 


(3) Idem — Subject to subsection (4), where at any 
particular time. a lessee who has made an election 
under subsection (1) in respect of a leased property 
assigns the lease or subleases the property to another 
person with whom the lessee is not dealing at arm’s 
length, the other person shall, for the purposes of 
subsection (1) and for the purposes of computing 
that person’s income in respect of the lease for any 
period after the particular time, be deemed to be the 
Same person as, and a continuation of, the lessee, ex- 
cept that, notwithstanding paragraph (1)(b), ‘that 
other person shall be deemed to have acquired the 
property from the lessee at the time that it was ac- 
quired by the lessee at a cost equal to the amount 
that would be the lessee’s proceeds of disposition of 
the property determined under paragraph (1)(f) if 
that amount were determined without reference to 
clauses (1)(f)(i)(B) and. (i1)(B). 


(4) Amalgamations and windings-up — Not- 
withstanding subsection (2), where at any time a par- 
ticular corporation that has made an election under 
subsection (1) in respect of a lease assigns the lease 


(a) by reason.of an amalgamation (within the 
meaning assigned by subsection 87(1)), or.” 


(b) in the course of the winding-up of a Canadian 
corporation in respect of which subsection 88(1) 
applies, 

to another corporation with which it does not deal at 
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arm’s length, the other corporation shall, for the pur- 
poses of subsection (1) and for the purposes of com- 
puting its income in respect of the lease after that 
time, be deemed to be the same person as, and a con- 
tinuation of, the particular corporation. 


(5) Replacement property — For the purposes of 
subsection (1), where at any time a property (in this 
subsection referred to as a “replacement property”’) 
is provided by a lessor to a lessee as a replacement 
for a similar property of the lessor (in this subsection 
referred to as the “original property”) that was leased 
by the lessor to the lessee, and the amount payable 
by the lessee for the use of, or the right to use, the 
replacement property is the same as the amount that 
was so payable in respect of the original property, 
the replacement property shall be deemed to be the 
same property as the original property. 

History: See under subsec. 16.1(7). 


(6) Additional property — For the purposes of 
subsection (1), where at any particular time 


(a) an addition or alteration (in this subsection re- 
ferred to as “additional property”) is made by a 
lessor to a property (in this subsection referred to 
as the “original property’’) of the lessor that is the 
subject of a lease, 


(b) the lessor and the lessee of the original prop- 
erty have jointly elected under subsection (1) in 
respect of the original property, and 


(c) as a consequence of the addition or alteration, 
the total amount payable by the lessee-for the use 
of, or the right to use, the original property and 
the additional property exceeds the amount so 
payable in respect of the original property, 


the following rules apply: 


(d) the lessee shall be deemed to have leased the 
additional property from the lessor at the particu- 
lar time, . 


(e) the term of the lease of the additional property 
shall be deemed to. be greater than one year, 


(f) the lessor and the lessee shall be deemed to 
have jointly elected under subsection (1) in re- 
spect of the additional property, 


(g) the prescribed rate in effect at the particular 
time in respect of the additional property shall be 
deemed to be equal to the prescribed rate in effect 
in respect of the original property at the particular 
time, 
(h) the additional property shall be deemed not to 
be prescribed property, and 
(i) the excess referred to in paragraph (c) shall be 
deemed to be an amount payable by the lessee for 
the use of, or the right to use, the additional 
property. 

History: See under subsec. 16.1(7). 


Regulations: 4301 (prescribed rate for 16.1(6)(g)); 4302 (pre- 
scribed rate for 16.1(6)(d). 
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(7) Renegotiation of lease — For the purposes of 
subsection (1), where at any time 


(a) a lease (in this subsection referred to as the 
“original lease”) of property is renegotiated in the 
course of a bona fide renegotiation, and 


(b) as a result of the renegotiation, the amount 
payable by the lessee of the property for the use 
of, or the right to use, the property is altered in 
respect of a period after that time (otherwise than 
because of an addition or alteration to which sub- 
section (6) applies), 

the original lease shall be deemed to have expired 

and the renegotiated lease shall be deemed to be a 

new lease of the property entered into at that time. 


Related Provisions: 16(1)— Income and capital combined; 
20(1)(c) — Deductions permitted — interest. 


History: Subsecs. 16.1(5)-(7) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 12(4), applicable to leases and subleases entered into 
after 10 p.m. EDST, April 26, 1989, other than 


(a) leases entered into pursuant to an agreement in writing en- 
tered into at or before 10 p.m. EDST, April 26, 1989 under 
which the lessee thereunder has the right to require the lease of 
the property, and 


(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989. 


Pre-RSC History: S. 16.1 added by 1990, c. 39, s. 7, applicable 
with respect to leases and subleases entered into after 10 p.m. 
EDST, April 26, 1989, other than 


(a) leases entered into pursuant to an agreement in writing en- 
tered into at or before 10 p.m. EDST, April 26, 1989 under 
which the lessee has the right to require the lease of the prop- 
erty, and 


(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989, 


except that, with respect to leases and subleases entered into after 
10 p.m. EDST, April 26, 1989 and before June 12, 1989, subsec. 
16.1(1) shall be read without reference to para. (i), the words “resi- 
dent in Canada (or from a person not resident in Canada where the 
lease is held in the course of carrying on a business through a per- 
manent establishment in Canada, as defined by regulation)”, and the 
words “and with whom the lessee was dealing at arm’s length”. 


Definitions [s. 16.1]: “amount” — 248(1); “arm’s length” — 
251(1); “borrowed money”, “business” — 248(1); “Canada” — 
255; “depreciable property” — 13(21), 248(1); “lessee”, “lessor” — 
16.1(1); “person”, “prescribed”, “principal amount’, “‘property” — 
248(1); “resident in Canada” — 250; “taxation year” — 11(2), 249; 
“taxpayer” — 248(1). ’ 
Regulations [s. 16.1]: 4302 (prescribed interest rate); 8200 (pre- 
scribed property). 


17. (1) Loan to non-resident — Where a corpora- 
tion resident in Canada has lent money to a non-resi- 
dent person and the loan remained outstanding for 
one year or longer without interest on the loan com- 
puted at a reasonable rate having been included in 
computing the lender’s income, the corporation shall 
be deemed to have received, on the last day of each 
taxation year during which the loan was outstanding, 
interest on the loan at the prescribed rate computed 
for the period in the taxation year during which it 
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was outstanding. ” 
Related Provisions: 17(2), (3) — Exceptions; 218 — Election re 
loan from non-resident to wholly-owned subsidiary. 


Pre-RSC History: Subsec. 17(1) substituted by 1985, c. 45, s. 8. 
Subsec. 70) formerly Sau 


17. (1) Loan to non-resident person. — Where a ‘tnd 
tion resident in Canada has: loaned money to. a.non- -resident. g 
person and the loan has-remained. outstanding for-one. year or 


longer without interest at a reasonable rate having been ins, 


cluded in computing the: lender’ s income, interest. thereon, 
computed at a prescribed rate per annum for the taxation year 
or part of the year during which the loan was outstanding, 
shall, for the purpose of computing the lender’s income, be’ 
deemed to have been received by the lender on the last day of 
each taxation year during all or part of which us loan has 
‘been outstanding: 


Subsec. 17(1) substituted by 1977-78, c. 1, s. 10, applicable with 


respect to the computation of interest deemed to have been received’ 


by a lender after December 31,1978, to substitute “a nye 
rate’ for “5%”. 


Selected Cases eubisers 17(1)]: Liampat Holdings y. Canada, 
[1996] 3.C.T.C. 246 (FCTD) (Deemed. interest never: received al- 
lowed as bad debt); Upper. Lakes Shipping. Ltd. v.. MNR, [1993] 1 
C.T.C. 2011 (TCC) (5 per cent was reasonable rate of interest on 
loan made before 1979). 


Regulations: 4301(c) (prescribed Tate of interest). 


(2)' Exception — Stibsection (1) does not apply if om 


tax has been paid on oh amount. of sg loan under 
Part XIII. 


(3) Further exception — Subsection (1) ca not 


apply if the loan was made to a subsidiary controlled 
corporation and it is established that the money that 
was lent was used in the subsidiary corporation’s 
business for the purpose of gaining or producing 
income. 
Selected Cases [Subsec. 17(3)]: Massey-Ferguson Ltd. v. The 
Queen, [1977] C.T.C. 6 (FCA) (Subsection 19(3). [now subsection 
17(3)] applies to loan made through subsidiary where latter’s func- 
tions include genuine business purpose of iiritvcns group compa- 
nies; interest not assessed to parent). 


Definitions [s. 17]: “business” — 248(1); “Canada” —’255; “‘cor- 
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poration” — 248(1), Interpretation Act 35(1); “non-resident”, “‘per- 
”, “prescribed” — 248(1); “resident in Canada” — 250; “‘subsid- 


son”, 
iary controlled corporation” + 248(1); “taxation, year”, —.249, 


Deductions 


18. (1) General limitations — In computing the 
income of a taxpayer from a business or property no 
deduction shall be made in respect of 


(a) general limitation — an outlay or expense 
except to the extent that it was made or incurred 
by the taxpayer for the purpose of-gaining or.pro- 
ducing income from the business or property; 
Related Provisions: 20(1)— Deductions permitted; 20(16) — 
Terminal loss; 21(1) — Cost of borrowed money; 26(2) — Banks; 
67 — Unreasonable expenses not allowed; 67.1 — 50% limit on ex- 
penses for food and entertainment; Reg. 1102(1)(c) — No CCA un- 
less property acquired for purpose of gaining or producing income. 


Selected Cases [para. 18(1)(a)]: Sunys Petroleum Ltd. vy. Can- 
ada, [1996] 3 C.T.C. 2931 (TCC) (“Avoidable” penalties may not 
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be deductible); Thiele Drywall Inc. v. Canada, {1996] 3 °C.T.C: 
2208 (TCC) (Nature of participation in tax. evasion:scheme was 
such that legal expenses to defend were not deductible); Buck Con- 
sultants Ltd. v. Canada, [1996] 3.C.T.C. 2016 (TCC) (Deduction of 
“notional” rent during rent-free period disallowed, despite compli- 
ance with GAAP); Donohue Normick Inc): Canada,'[1995] E.T.C. 
2158;.96 D:T:C. 6061 (FCA) (Checklist of factors for determining 
whether payment is capital or income,in nature); Northwood Pulp & 


. Timber. Ltd...v.,Canada, {1996] 2.C.T.C. 2123 (TCC)..(Estimated 
costs not related to cost of product were period costs); Adams v. 
' Canada, [1996] 1 C.T.C. 2916 (TCC) (Inducement payments were 


for purpose of ‘gaining or producing income); Hickman Motors Ltd. 

v.Canada, [1995] °2.C.T.C. 320 (FCA) (Depreciable property in 
subsidiary not necessarily depreciable in hands of parent upon 
winding-up); 65302 British Columbia v. Canada, [1995]. 2’C.T.C. 

2294 (TCC) (Penalties deductible where’no egregious flaunting of 
serious public policy); Canderel Ltd. v. Canada, [1995]-2 C.T.C. 22 
(FCA) (Matching principle of accounting has status.of legal princi- 
ple); Société. Immobiliere SSQ Inc. v. MNR, [1993] 1 .C.T.C. 2029 


| (ECC) ;(Costs incurred by partnership before taxpayer’ s acquisition 


of interest, therein.not deductible; contracts not retroactive); Xuereb 


, (GL) v. Canada, [1992] 2 C.T.C,.2132. (TCC) (Pre-incorporation 


start-up expenses deductible to taxpayer jtransferring. business. to 
corporation); Moloney v. Canada, [1992], 2..C.T.C.. 227. (FCA); 
leave to, appeal to SCC refused (1993), 154 NR 244 (note) (Sole 
purpose of activity was to obtain tax refunds, not to earn income); 
Utah Mines Ltd. v. The Queen, [1992], 1 C.T.C. 306 (FCA) (Deduc- 
tion for mineral royalties paid to. provincial government, disallowed 
despite article III of Canada- U.S: Tax’ Convention): Goulard v. 
MNR, [1992] 1'C.T.C. 2396 (TCC) (Interest expenses in respect of 


_ share purchase arose from legal obligation’ to repay borrowed * 


money for purpose of earning income); Symes‘v. Canada, {1991} 2° 
CrP (EEA); aff'd [1994] 1 C.T.C. 40 (SCC) (Child care ex- 


penses not business expenses; taxpayer not entitled to deduct such 


expenses “in excess of statutory limits established in ‘section 63); 
Canada v. Young, [1989] 1 C.T-C. 421 (FCA) (Cost of subscriptions 
to investment publications by portfolio owner/manager not deducti- 
ble); Morflot Freightliners Ltd. vy. Canada, [1989] 1 oe 413 
(FCTD) (Amounts advanced by parent to subsidiary were ‘capital 
outlays to preservé- enduring asset); Madronich v. MNR,; [1989] 1 
C.T.€ 2247) (BETD) (Systematic tree. farming with reasonable ex- 
pectation of profit.in 50 years. was business). 


Interpretation Bulletins: IT-80: Interest on money borrowed to 
redeem shares, or.to pay dividends; IT-99R4: Legal and..accounting 
fees; IT-104R2: Deductibility of fines or penalties; IT-153R3: Land 
developers — ‘subdivision and development costs and carrying 


_ charges on-land; IT-185R: Losses from theft, defalcation or embez- 
zlement; IT-211R: Membership dues — associations and societies; 


IT-223: -Overhead expense insurance vs.pincome, insurance; IT- 


_ 233R: Lease-option agreements; sale-leaseback agreements; IT- 


261R: Prepayment of rents; IT-265R3: Payments of income and 
capital combined; IT-316: Awards for employees” suggestions and 
inventions: IT-339R2: Meaning of “private health services plan”; 
IT-341R3: Expenses of issuing or selling shares}, units in a trust, in- 
terests in.a partnership or syndicate, and expenses of borrowing 
money; IT-348R:-Costs incurred in conversion to-metric: measure- 


_ ment; IT-364: Commencement of business operations; IT-373R: 


Farm woodlots and tree farms; IT-389R: Vacation-with-pay plans 
established under collective agreements; IT-461: Forfeited deposits; 
IT-467R: Damages; settlements and similar payments; IT-475: Ex- 
pénditures on-résearch and for business expansion; .IT-487: General 
limitation on deduction of outlays or expenses; [T-521R: Motor ve- 


_ hiele expenses claimed by self-employed individuals; TT-525R: Per- 


forming artists. 
Information Circulars: 77-11: Sales tax reassessments. 
Advance Tax Rulings: ATR-4: Exchange of interest rates; ATR- 


' 20: Redemption premium on debentures; ATR-21: Pension: benefit 


from an unregistered pension plan; ATR-23: Private health services 
plan; ATR-45: Share appreciation rights plan; ATR-50: Structured 
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settlement. 


Forms: T2032: Statement of professional activities; T2124: State- 
ment of business activities; T2130: Reconciliation of net income per 
financial statements with net income for tax purposes. 


(b) capital outlay or loss — an outlay, loss or 
replacement of capital, a payment on account of 
capital or an allowance in respect of depreciation, 
obsolescence or depletion except as expressly 
permitted by this Part; . 
Related Provisions: 14(5)“eligible capital expenditure” — Defi- 
nition includes amounts deductible under 20(1)(b); 20(1) — Deduc- 
tions permitted; 20(10) — Convention expenses; 20(16) — Termi- 
nal loss; 24(1)— Ceasing to carry on business; 26(2)— Banks; 
30 — Clearing land, levelling land and laying tile drainage; 
37(1)(b) — Deductible R&D expenditures on capital. 


Selected Cases [para. 18(1)(b)]: Sherway Centre Ltd. v. Can- 
ada, [1996] 3 C.T.C. 2687 (TCC) (“Participating” interest was not 
“imterest”); Park Royal Shopping Centre Limited v. Canada, [1995] 
2 C.T.C. 2117 (TCC) (Architect’s fees for proposed contruction of 
building which was abandoned not deductible); Boulangerie St-Au- 
gustine Inc. v. Canada, [1995] 2 C.T.C. 2149 (TCC) (Cost of share- 
holder communications on take-over bid deductible); Kamsel Leas- 
ing Inc. v. MNR, [1993] 1 C.T.C. 2279 (TCC) (Agreement treated as 
“sale” not “lease” where option to acquire property at end of term 
substantially below probable market value). 

Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-104R2: Deductibility of fines or penalties; IT-143R2: Meaning 
of “eligible capital expenditure”; IT-187: Purchase of customer lists 
and ledger accounts; IT-233R: Lease-option agreements; sale-lease- 
back agreements; IT-261R: Prepayment of rents; IT-285R2: Capital 
cost. allowance — general comments; IT-341R3: Expenses of issu- 
ing or selling shares, units in a trust, interests in a partnership or 
syndicate, and expenses of borrowing money; IT-357R2: Expenses 
of training; IT-364: Commencement of business operations; IT- 
467R: Damages, settlements and similar payments; IT-475: Ex- 
penditures on research and for business expansion. 


1.T. Technical News: No. 5 (lease agreements). 


Advance Tax Rulings: ATR-20: Redemption premium on deben- 
tures; ATR-50: Structured settlement; ATR-59: Financing explora- 
tion and development through limited partnerships. 


(c) limitation re exempt income — an outlay 
or expense to the extent that it may reasonably be 
regarded as having been made or incurred for the 
purpose of gaining or producing exempt income 
or in connection with property the income from 
which would be exempt; 


Related Provisions: 81(1) — Exempt income; 248(1)‘‘exempt in- 
come” — Definition excludes dividends and support amounts. 


Interpretation Bulletins: IT-341R3: Expenses of issuing or sell- 
ing shares, units in a trust, interests in a partnership or syndicate, 
and expenses of borrowing money; IT-467R: Damages, settlements 
and similar payments. 


(d) annual value of property — the annual 
value of property except rent for property leased 


by the taxpayer for use in the taxpayer’s business;. 


(e) reserves, etc. — an amount as, or on ac- 
count of, a reserve, a contingent liability or 
amount or a sinking fund except as expressly per- 
mitted by this Part; 

Related Provisions: 20(1)(1), (1.1), (m), (m.1), (n), (0) — 


Reserves specifically allowed; 20(26) — Deduction for unpaid 
claims reserve adjustment; 40(1)(a)(iii) — Capital gains reserve; 
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61.2-61.4 — Reserves re forgiven debt included in income. 


Pre-RSC History: Para. 18(1)(e) substituted by. 1988, ce: 55, sub- 
sec. 10(1), applicable to taxation years commencing after June 
1988. Para. 18(1)(e) formerly read: 


(e) reserves, etc. — an amount transferred or credited to a 
reserve, contingent account or sinking fund except as ex- 
pressly permitted by this Part; 


Selected Cases [para. 18(1)(e)]: Barbican Properties Inc. v. 
Canada, [1997] 1 C.T.C. 2383 (FCA) (Deferred interest held to be 
contingent and not deductible); Co-operators General Insurance 
Co. v. MNR, [1993] 1 C.T.C. 2316 (TCC) (Contingent premiums 
not deductible expense “incurred”. 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-215R: 
Reserves, contingent accounts and sinking funds; IT-321R: Insur- 
ance agents and brokers — unearned commissions; IT-442R: Bad 
debts and reserves for doubtful debts; IT-467R: Damages, settle- 
ments and similar payments. 


Advance Tax Rulings: ATR-50: Structured settlement. 


(e.1) unpaid claims under insurance poli- 
cies — an amount in respect of claims that were 
received by an insurer before the end of the year 
under insurance policies and that are unpaid at 
the end of the year, except as expressly permitted 
by this Part; 

Related Provisions: 20(7)(c) — Policy reserves for insurance 


corporations; 20(26) — Deduction for unpaid claims reserve adjust- 
ment; 138(3)(a)(ii) — Reserves in respect of life insurance claims. 


Pre-RSC History: Para. 18(1)(e.1) added by 1988, c. 55, subsec. 
10(2), applicable to taxation years commencing after June 17, 1987 
that end after 1987. 


(f) payments on discounted bonds — an 
amount paid or payable as or on account of the 
principal amount of any obligation described in 
paragraph 20(1)(f) except as expressly permitted 
by that paragraph; 

Interpretation Bulletins: IT-341R3: Expenses of issuing or sell- 


ing shares, units in a trust, interests in a partnership or syndicate, 
and expenses of borrowing money. 


(g) payments on income bonds — an 
amount paid by a corporation as interest or other- 
wise to holders of its income bonds or income de- 
bentures unless the bonds or debentures have 
been issued or the income provisions thereof 
have been adopted since 1930 


(i) to afford relief to the debtor from financial 
difficulties, and 


(ii) in place of or as an amendment to bonds 

or debentures that at the end of 1930 provided 

unconditionally for a fixed rate of interest; 
Related Provisions: 15(3), (4) — Interest or dividend on income 


bond or debenture; 15.1(2)(a), 15.2(2)(a) — Parallel rules for small 
business development bonds and small business bonds. 


interpretation Bulletins: IT-52R4: Income bonds and 
debentures. ; 
(h) personal and living expenses — per- 
sonal or living expenses of the taxpayer, other 
than travel expenses incurred by the taxpayer 
while away from home in the course of carrying 
on the taxpayer’s business; . 
Related Provisions: 20(1) — Deductions permitted; 20(16) — 
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Terminal, loss; 56(1)(0)(i) — No deduction for personal or. living 
expenses against research grant income; 67-— Unreasonable ex- 
penses not allowed; 67.1 — 50% limit on expenses for food and en- 
tertainment; 248(1)personal or living expenses” — Reasonable ex- 
pectation of profit required. 


Pre-RSC History: Para. 18(1)(h) substituted. by 1988, c. 55, sub- 
sec. 10(3),. applicable to expenses incurred and amounts paid or 
payable after 1987. Para. 18(1)(h) formerly read: 


(h) personal or living expenses —:personal or living eXx- 
penses. of the taxpayer except travelling expenses (including 
the entire amount expended for meals and lodging) incurred 
by the taxpayer while away from home in the course of carry- 
ing on his business; 


Selected Cases [para. 18(1)(h)): Symes v. Caiee [1994] 1 
C.T.C. 40. (SCC) (Child-care expenses .not deductible as business 
expenses); The Queen v. Cork, [1990] 2.C.T.C. 116 (FCA) (Office 
expenses of self-employed draftsman operating out of home deduct- 
ible); Sher v. The Queen, [1980] C.T.C. 168 (FCTD) (Business ex- 
penses unsupported by receipts not deductible); Deutsch ‘v. The 
Queen, [1979] C.T.C. 217 (FCTD) (Deductibility of claimed ex- 
penses related to automobile, travel and office at home’ allowed in 
part, despite inflated expenses and confusion of records): 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”; IT-223:.Overhead expense insurance vs. income’ in- 
surance; IT-322R: Farm losses; IT-334R2: Miscellaneous receipts; 
IT-341R3: Expenses of issuing ‘or selling sharés, units in a trust, in- 
terests'in-a partnership or syndicate, and’ expenses of borrowing 
money; IT-357R2: Expenses of training; IT-373R: Farm woodlots 
and tree farms; IT-518R: Food, beverages and entertainment ex- 
penses; IT-521R: Motor vehicle expenses claimed by self-employed 
individuals. 

Forms: T2032: Statement of professional activities; T2124: State- 
ment of business activities. 


(i) limitation re employer’s contribution 
under supplementary unemployment 
benefit plan — an amount paid by an employer 
to a trustee under a supplementary unemployment 
benefit plan except as permitted by section 145; 


Related Provisions: 20(1)(x), 145(5) — Employer’s contribution 
to supplementary unemployment benefit plan deductible. 


(j) limitation re empiloyer’s contribution 
_ under deferred profit sharing plan — an 


amount paid by an'employer:to a trustee under a | 


deferred profit sharing plan ven as expressly 
permitted by section 147; 


Related Provisions: 147(8) — Employer's DPSP contribution | 


deductible. 


(k) limitation re employer’s contribution 
under profit sharing plan;— an amount. paid 


by an employer to'a trustee under a profit cto’ | 


plan that is not 
(i) an employees profit sharing plan, 
(ii) a deferred profit sharing plan, or 
(iii) a registered pension plan; 


Pre-RSC History: Subpara. 18(1)(k)(ii) amended by 1990, c. 35, 
s. 29, to substitute “pension plan” for “‘pension fund or plan”, appli- 
cable after 1985. 6 


Interpretation Bulletins: IT-502: Employee benefit plans and — 


employee trusts. 


(1) use of recreational facilities and club 
dues — an outlay or expense:made or incurred 


S. 18(1)(m)(v)(A) 


by the taxpayer after 1971, 


(i) for the use or maintenance of property that 

is a yacht, a camp, a lodge or a golf course or 

facility, unless the taxpayer made or incurred 
_ the outlay or expense in the ordinary course of 

the taxpayer’s business of providing the prop- 
erty for hire or reward, or 


(11) as membership fees or dues (whether initi- 
ation fees or otherwise) in any club the main 
purpose of which is to provide dining, recrea- 
tional or sporting facilities for its members; 
Related Provisions: 8(1)(f)(vi) — Salesman’s expenses. 


Selected Cases [para: 18(1)(I)]: The Queen v. C.LP. Inc., 
[1988] 1 C.T.C. 32, (FCTD) (Expenses, of chartered vessel deducti- 
ble); The Queen v. Jaddco Anderson Ltd., [1984] C.T.C. 137 (FCA) 
(Rental expenses for: fishing — to entertain clients not 
deductible): 


Interpretation Bulletins: IT-148R2: Recreational properties and 
dues; IT-211R: Membership dues — Associations and societies; IT- 
470R: Employees’ fringe benefits. 


(1.1), Petroleum and Gas. Revenue Tax Act 
payments — any amount paid or that became 
_. payable in the year to Her Majesty in right. of 
_Canada by virtue of an obligation imposed under 
the Petroleum.and Gas Revenue Tax Act; 
Related Provisions: 53(1)(e)(i)(A.1), 53(2)(c)G@)(A.1) — Adjust- 
ments to cost base — interest in partnership; 104(29) — Amounts 
deemed payable’ to beneficiaries;-208 — Tax on certain royalties 
payable ‘by tax-exempt person; 219(1)(k) — Reduction in branch 
tax. 
Pre-RSC History: Para. 18(1)(1.1) added by 1980-81-82-83, c. 68, 
s: 114, applicable to 1981) et seq. 
(m) royalties, etc. — any amount (other than a 
prescribed amount) paid’ or payable by virtue of 
an obligation imposed by statute or a contractual 
obligation substituted for an obligation imposed 
by. statute to, 


(i) Her Majesty in right of Canada or a 
province, 


(ii) an agent of Her Majesty in right of Canada 
or a province, ‘or 


(iii) a corporation, commission or association 
~ that is ‘controlled by Her Majesty in right of 

Canada or a province or by an agent of Her 

Majesty in right of Canada or a province 


as a royalty, tax (other than a tax or portion of a 
tax.that can reasonably be considered to be a mu- 
nicipal or school tax), lease rental or bonus or as 
an amount, however described, that can reasona- 
bly be regarded as being in lieu. of any such 
amount, or in respect of the late payment or non- 
payment of any such amount, and that can rea- 
sonably: be regarded as being in relation to 


(iv) the acquisition, development or owner- 
ship of a Canadian resource property, or 


(v) the production in Canada 


(A) of petroleum, natural gas or related hy- 
drocarbons from a natural accumulation of 
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petroleum or natural gas (other than a min- 
eral resource) located .in. Canada or from 
an oil or gas well located in Canada, 


(B) of sulphur’from a natural accumulation 
of petroleum or natural gas located in Can- 
ada, from an oil 6r gas well located in Can- 
ada or from a mineral resource located 1 in 
Canada, 


(C) to any stage ‘that is not Beyond the 
prime metal stage or its equivalent, of 
metal, minerals (other than iron or petro- 
leum or related hydrocarbons) or coal from 
a mineral resource located in.Canada, 


(D).to any stage that is not beyond the pel- 
let stage or its equivalent, of iron from a 
mineral resource located in Canada, or 


(E) to any stage that is not beyond the 
crude oil stage or its equivalent, of petro- 
leum or related hydrocarbons from tar 
sands from a mineral resource located in 
Canada; . 


Related Provisions: 12(1)(0) — Royalties, etc., to be included in 
income; 66.2(5)Canadian development expense”(e); 66.4(5)“*Cana- 
dian oil and gas property expense”(a); 80.2 — Reimbursement by 
taxpayer; 104(29) — Amounts deemed payable to. beneficiaries; 
208 — Tax on certain royalties payable. by tax-exempt person; 
219(1)(k) — Reduction: in branch tax; Interpretation Act-8(2.1), 
(2.2) — Application to exclusive economic. zone and continental 
shelf. 


History: The portion of para. 18(1)(m) following. subpara.. (iii) 
amended by 1997, c. 25, subsec. 4(1), applicable to taxation: years 
that begin after 1996. That portion formerly read: 


as a royalty, tax (other than’a tax or portion of a tax that may 
reasonably be considered to be a municipal or school tax), 
lease rental or bonus or as an amount, however described, 
that may reasonably be regarded as being in lieu of any such 
amount, and that may reasonably be eet as patie in rela- 
tion to 


(iv) the acquisition, sevelbphnent or ownership of a Cana- 
dian resource property; or 


z 


(v) the production in Canada of -; 


(A) petroleum, natural gas or,related hydrocarbons 
from a natural accumulation of petroleum or natural 
gas in Canada, other than a mineral resource, or from 
an oil or gas well in Canada, 


(B) metal, minerals (other than iron or petroleum or 
related hydrocarbons) or*coal from a mineral re- 
source in Canada to any stage that is not beyond the 
prime metal stage or its equivalent, 


(C) iron from a mineral resource in Canada to any 
stage that is not beyond. the pas stage or its 
equivalent, or 6 399) 


(D) petroleum or rélated hydrocarbons from tar sands 
from a mineral resource in Canada to any stage that 
is not beyond the crude oil stage or_its equivalent; 


Cl. 18(1)(m)(v)(B) substituted by 1994, c. 7, Sch-II (1991, c. 49), 
subsec. 13(1), applicable to amounts becoming payable after July 
13, 1990. Cl. (v)(B) formerly réad: 


(B) metal or minerals, other than iron or petroleum or related 
hydrocarbons, from a mineral resource in Canada to any stage 
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that is not beyond the prime metal stage or its equivalent, 


Pre-RSC History: Subpara. 18(1)(m)(iii) amended by 1988, c. 55, 
subsec. 10(4), to substitute “controlled by” for “controlled, directly 
or indirectly in any manner whatever, by”, applicable to taxation 
years commencing after 1988. 


Cl. 18(1)(m)(v)(A) amended to add “from a natural accumulation of 
Seicee or natural gas in Canada (other than a mineral resource) 

r” by 1986, c. 6, subsec. 12(1), applicable with respect to amounts 
paid or that become payable after March 1985. 


Subpara. 18(1)(m)(iv) substituted by 1985, c. 45, subsec. 9(1), to 
delete “or a property that would have been a Canadian resource 
property if it had been acquired after 1971” from the conclusion of 
the subpara., applicable to taxation years commencing after 1984. 


Cls. 18(1)(m)(v)(A), (B) substituted and (C), (D) added by 1985, c. 
45, subsec. 9(2), applicable with respect to amounts payable after 
1984. Cls. (v)(A), (B) formerly read: 


(A) petroleum, natural gas or related hydrocarbons from a 
mineral resource in Canada or an oil or gas well in Canada, or 


(B) metal or minerals, to any stage that is not ‘beyond the 
prime metal stage or its Raieeelras from a mineral resource 
in Canada; 


All, that portion of para. 18(1)(m) preceding»subpara. (i) and sub- 
para.-18(1)(m)(v) substituted by 1980-81-82-83, c: 140, subsecs. 
11(1),. (2). The portion preceding subpara. (i) of para. 18(1)(m) is 
applicable with respect to amounts paid or that became payable af- 
ter May 6, 1974 in respect of the period after that date. Subpara. 
18(1)(m)(v) is by 1984, c. 1, s. 109 (deemed to have come into force 
on March 30, 1983) applicable in respect.of amounts paid or that 
became payable after December 31,1982 in respect of the period 
after that date. Those portions of para. (m) formerly read: 


(m) any amount (other than a prescribed.amount) paid or that 
became payable in the year by virtue of an obligation im- 
posed by statute or a contractual obligation substituted for an 
obligation imposed by statute tor 


(v) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons, 
or . 


(B) metal or minerals to any stage that is not beyond’ 
the prime metal stage or its equivalent 


from an oil or gas well or mineral resource ‘situated on 
property in Canada from which the taxpayer had, at the 
time of such production, a right to takesor remove petro- 
leum, natural gas or related hydrocarbons or.a ions to 
take or remove metal.or minerals; 


All that portion of para, 18(1)(m) oracedinns subpara. (i. substituted 
by 1977-78, c. 1, subsec. 11(1), applicable in respect of, amounts 
paid or that became payable after May 6, see in pele of the 
period after that date. 


All that portion of para. 18(1)(m). following subpara. (iii) substituted 
by 1976-77, c. 4, subsec. 4(1), applicable with respect to amounts 
described in para. 18(1)(m) that are paid or payable, and; with re- 
spect to the fair market value of property referred to therein that is 
paid or payable, after SAY 25, 1976. That Prat of hae (m) for- 
merly read: 


as a royalty or an equivalent amount, tax Fat ca than.a tax or 
portion thereof that may reasonably be considered to be a mu- 
nicipal or school tax levied for the purpose of providing ser-’ 
vices in the immediate area of the property of the taxpayer), 
rental, bonus, levy or otherwise or as an amount, however de- 
scribed, that may reasonably be regarded as being in lieu of.a.. 
royalty or an equivalent amount, tax, rental, bonus, levy. or 
other amount (whether such royalty or equivalent amount, 
tax, rental, bonus, levy or other amount is paid or payable 
pursuant to any other Act ora contract) that may reasonably 
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be regarded as being in relation to 


(iv) the acquisition, development or ownership of a Cana- 
dian resource property, or a property that would have 
been a Canadian resource property if it had been acquired 
after 1971, or 


(v) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons, 
or 


(B) metal or industrial minerals to any stage that is 
not beyond the prime metal stage or its equivalent 


from an oil or gas well or mineral resource situated on 
property in.Canada from which the taxpayer had, at the 
time of such production, a right to take or remove petro- 
leum, natural gas or related hydrocarbons or a right to 
take or remove metal or industrial minerals. 


Para. 18(1)(m) added by 1974-75-76, c. 26, subsec. 7(1), applicable 
(by subsec. 7(5)) to amounts paid or payable or the fair market 
value of any property paid or payable after May 6, 1974 in respect 
of a period after May 6, 1974, except that for payments made after 
May 6, 1974 in respect of the period from May 6, 1974 to Novem- 
igh 18, 1974 para. (m) shall be read as follows: 


(m) any amount paid or payable (other than’ an amount or 

“property paid or payable to Her Majesty in right of Canada 
for the use and benefit of a band or bands as defined in the 
Indian Act) in the year or the fair market value of any prop- 
erty paid or payable in the year to 


(i) Her Majesty in right of Canada or a province, : 


(ii) an agent of Her Majesty in right of Canada or a prov- 
ince, or 


(iii) a corporation, commission or association that is con- 
trolled, directly or indirectly in any manner whatever, by 
Her Majesty in right of Canada or a province or by an 
agent of Her Majesty in right of Canada or a province 


as a royalty or an equivalent amount, tax, rental, levy or oth- 
erwise or as an amount, however described, that may reasona- 
bly be regarded as being in lieu of a royalty or an equivalent 
amount, tax, rental, levy or other amount (whether such roy- 
alty or equivalent amount, tax, rental, levy or other:amount is 
paid.or payable pursuant .to any other Act or a contract) that 
may reasonably be regarded as attributable to the production 
in Canada of 


(iv) of petroleum, natural gas or related hydrocarbons, or 
(v) metal or industrial minerals to any stage that is not 
beyond the prime metal ‘stage or its equivalent - 


from an oil or gas well or mineral resource situated on prop- 
erty in Canada from which the taxpayer had, at the time of 
such production, a right to take or remove petroleum, natural 
gas or related hydrocarbons or a right to take or remove metal 
or industrial minerals. 


Selected Cases [para. 18(1)(m)]: Utah Mines Ltd. v. The 
Queen, [1992] 1 C.T.C. 306 (FCA) (Deduction for mineral royalties 
paid to provincial government disallowed despite article III of Can- 
ada-U.S. Tax Convention). 


Regulations: 1211 (prescribed amounts). 


Remission Orders: Syncrude Remission Order, P.C. 1976-1026 
(remission of tax on royalties etc. relating to the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


Information Circulars: 86-3: Alberta. Royalty Tax Credit — 
Individuals. 
(n) political 
contribution; 
Related Provisions: 127(3) — Tax credit for contributions to 


contributions —a_ political 


S. 18(1)(p)Gii) 


registered parties and candidates. 


Pre-RSC History: Para. 18(1)(n) added eyik 1976-77, ‘c. 4, subsec. 
4(2), applicable in respect of political contributions paid or payable 
after May 25, 1976. 


(o) employee benefit plan contributions _ 

an, amount paid or payable as a contribution to an 

employee benefit plan; , 
Related Provisions: 6(1)(a)(ii),.6(1)(g).— pee Aas benefit plan 
benefits taxable to employee; 12(1)(n.1) — Income inclusion — 
amounts received by employer from employee bénefit plan; 
18(10)— Exceptions where para. 18(1)(o) does not apply; 
Employee benefit plan deductions; 107.1 — Distribution ~by ,em- 
ployee benefit plan. 


Pre-RSC History: Para. 18(1)(0) added by 1980-81-82-83, c. 48, 
subsec: 9(1), Wpplicable with respect to amounts paid or payable af- 
ter 1979. , 


Interpretation Bulletins: IT-502: Employee benefit ae and 
employee trusts. 
(0.1) salary deferral arrangement — except 
as expressly permitted by paragraphs 20(1)(0o) 
and (pp), an outlay or expense made or incurred 
under a salary deferral arrangement in respect of 
another person, other than such an arrangement 
established primarily for the benefit of one or 
more non-resident employees in respect of ser- 
vices to be rendered outside Canada; 
Related Provisions: 6(1)(a)(v) — Value ‘of benefits; 6(1)(i), 
56(1)(w) — Salary deferral arrangements ——- amounts included in 
income. 
History: Para. 18(1)(0.1) amended by 1994, c. 8; Sch. If (1991, c. 
49), subsec. 13(2), to add reference to para. 20(1)(pp)-and to substi- 
tute “outside Canada” for “in a country other than Canada”, applica- 
ble to 1986 et seq. 


Pre-RSC History: Para. 18(1)(0.1) added by 1986; c. 55) subsec. 
4(1), applicable-to. 1986 et seq, 


(0.2) retirement pataiensalien arrange- 
ment — except as expressly permitted by para- 
graph 20(1)(r), contributions made under a retire- 
‘ment compensation arrangement; 
Pre-RSC History: Para. 18(1)(0.2) addéd by 1987, c. 46,'s. 6, 
applicable after October 8, 1986. 
(p) limitation re personal services 
business expenses — an outlay or expense to 
the extent that it was made-or incurred by a cor- 
poration in a taxation year for the purpose of 
gaining or producing income from a personal ser- 
vices business, other than 


(i) the salary, wages or other remuneration 
paid in the year to an Labi bb sipoc employee 
of the corporation, 


(ii) the cost to the corporation of any benefit 
or allowance provided to an incorporated em- 
ployee in the year, 


(iil) any amount expended by the corporation 
in connection with the selling of property or 
the negotiating of contracts by the.corporation 
if the amount would have been deductible in 
computing the income of an incorporated em- 
ployee for a taxation year from an office or 
employment if the amount had been-expended 
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by the incorporated employee under a contract 
of employment that required the employee. to 
pay the amount, and 


(iv) any amount paid by the corporation in the 
year as or on account of legal expenses in- 
curred by it in collecting amounts owing to it 
on account of services rendered 


that would, if the income of the corporation were 
from a business other than a personal services 
business, be deductible in computing its income; 
Related Provisions: 122.3(1.1)— Restrictions on overseas em- 


ployment tax credit for incorporated employee; 207.6(3) — Retire- 
ment compensation arrangement for incorporated employee: 


Pre-RSC History: All that portion of paragraph 18(1)(p) preced- 
ing subpara. (i) substituted by 1984, c. 45, subsec. 9(1), to substitute 
para. “125(7)(d)” for “125(6)(g.1)”, applicable to 1985 et.seg. 


Para. 18(1)(p) added by 1980-81-82-83, c. 140, subsec. 11(3), appli- 
cable to taxation, years commencing after. November.12, 1981. 


interpretation Bulletins: IT-73R5: The small. business deduc- 
tion; IT-168R3: Athletes and players employed by football, hockey 
and similar clubs; IT- 189R2: Corporations used by practising mem- 
bers of professions. 


(q) limitation re cancellation of lease — an 
amount paid or payable by the taxpayer for the 
cancellation.of a lease of property of the taxpayer 
leased by the taxpayer to another person, except 
to the extent permitted by paragraph e0(1 NZ) or 
(z.1); 

Pre-RSC History: Para. 18(1)(q) added by 1980-81-82-83, c. 140, 

subsec. 11(3), applicable: with respect to lease cancellations occur- 


ring after December;1, 1982, other than a cancellation pursuant to 
an agreement in writing entered into before December 2, 1982..'» 


Interpretation Bulletins: IT-359R2: Premiums: on: leases, 


(r) certain automobile expenses — an 
_amount paid or payable by the taxpayer as an al- 
lowance for the use by an individual of an auto- 
mobile to the extent that the amount. exceeds an 
amount determined in accordance with prescribed 
rules, except where the amount so paid or*paya- 
ble is required to be included in nh computing the 
individual’s income; 

Pre-RSC History: Para. 18(1)(r) added’ by 1988, c. 55, subsec. 


10(5), applicable with respect to allowances paid for use after 1987 
of automobiles. 


Regulations: 7306 (prescribed rules), 


(s) loans or lending assets — any loss, de- 
preciation or reduction in a taxation year in the 
value or amortized cost of a loan or lending asset 
of a taxpayer made or acquired by the taxpayer in 
the ordinary course of the taxpayer’s business of 
insurance or the lending of money and not dis- 
posed of by the taxpayer in the year, except as 
expressly permitted by this Part; 

History: Para. 18(1)(s) substituted. by 1994, c. 7, Sch. II (1991, c. 

49), subsec. 13(3), applicable to taxation years and fiscal periods 


beginning after June 17,1987 that end after 1987. Para. 18(1)(s) 
formerly read:. 


(s) loans or lending assets — any loss, depreciation or re- 
duction in the value or amortized ‘cost of a loan or lending 
asset described in subparagraph 20(1)(1)(ii) of a taxpayer who 
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was an insurer or whose ordinary business included the, lend- 
ing of money, acquired by the taxpayer in the ordinary course 
of the taxpayer’s business of insurance or lending money and 
not disposed of by the taxpayer in the taxation year, except as 
expressly permitted by this Part; and 


Pre-RSC History: Para. 18(1)(s) added by 1988, c. 55, subsec. 
10(5), applicable to taxation years and fiscal periods commencing 
after June’ 17,1987 that end after 1987. 
(t) payments under [Income Tax] Act — 
any amount paid or payable under this Act (other 
than tax paid or payable under Part XII.2 or Part 
XII.6); and 
Related Provisions:: 20(1)(nn) — Deduction for Part) XII.6 tax; 
20(1)(v) — Deduction for mining taxes; 20(1)(1]))— Deduction for 


interest repaid; 60(0)-—— Expenses of objection or appeal; 
104(30) — Deduction for Part XIL.2 tax paid by trust. 


Pre-RSC History: Para. 18(1)(t) amended by 1997, c. 25.-subsec; 
4(2); applicable to 1997 ef seq. Para. (t) formerly read: 


‘“(t) any amount paid or payable under this. Act. 
Para. 18(1)(t) added by 1990, c. 39, s. 8, applicable to 1989 et Seq: 


Selected Cases [para. 18(1)(t)]: Harrowston. Corp. y, Canada, 
[1997] 1.€.T.C..101 (FCA) (Liability to pay tax did not result in 
deductible bad debt). 


Interpretation Bulletins: IT-104R2: Deductibility of finds or 
penalties. 


Information Circulars: 77-11: Sales tax reassessments — deduct- 
ibility in computing income. 


(u) RSP/RIF fees — any amount sophie or paya- 
ble by the taxpayer for services in respect of a 
retirement savings plan or retirement income 
fund under which the taxpayer is the annuitant. 


Related Provisions: 18(11)(b) — No deduction for interest paid 
on money borrowed to make RRSP contribution. 


History: Para. 18(1)(u) added by 1997,.c.25, subsec. 4(2), applica 
ble. to amounts paid or payable after March 5, 1996. 


Selected ‘Cases [subsec. 18(1)]: Canderel Ltd. v.’ Canada, 
[1995].2 C.T.C. 22 (FCA) (Matching principle of accounting has 
status of legal principle). 


Interpretation Bulletins [subsec. 18(1)]: IT-357R2: Expenses 
of training. 


(2) Limit on certain interest and property 
tax — Notwithstanding paragraph 20(1)(c), in com- 
puting the taxpayer’s income for a particular taxation 
year from a business or property, no amount-shall be 
deductible in respect of any expense incurred by the 
taxpayer in the year as, on account or in lieu of pay- 
ment of, or in satisfaction of, Dead 


(a) interest on debt relating to the acquisition of 
land, or 


(b) property taxes (not including income or gar 
its taxes or taxes computed.by reference -to,the 
transfer of property) paid or payable by the tax- 
payer in respect of land to a province or.to.a.Ca- 
nadian municipality, 


unless, having regard to all the circumstances (in- 
cluding the cost to the taxpayer of the land in rela- 
tion to the taxpayer’s gross revenue, if any, from the 
land for the particular year or any preceding taxation 
year), the land can reasonably be considered to. have 
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been, in the year, 


(c) used in the course of a PRNER carried on in 
the particular year by the taxpayer, other than a 
business in the ordinary course of which land is 
held primarily for the purpose of ae or devel- 
opment, or 

(d) held primarily for the purpose of gaining or 
producing income of the taxpayer from the land 
for the particular year, 


except to the extent of the total of 


(e) the amount, if any, by which the taxpayer’s 
gross revenue, if any, from the land for the partic- 
ular year exceeds the total of all amounts de- 
ducted in computing the taxpayer’ s income from 
the land for the year, and 


(f) in the case. of a corporation whose principal 
business is the leasing, rental or sale, or the de- 
velopment for lease, rental.or sale, or any combi- 
nation thereof, of real property owned by it, to or 
for a person with whom the corporation is dealing 
at arm’s length, the corporation’s base level de- 
duction for the particular year. 


Related Provisions: 10(1.1) — Cost of inventory; 18(2. 1) — 
Limitations; 18(2.2)—(2.5) — Base level deduction; 18(3) — Defini- 
tions; 53(1)(d.3) — Addition to adjusted cost. base of share; 
53(1)(e)(x1) — Addition to adjusted cost base of partnership inter- 
est; 53(1)(h) — Addition to adjusted cost base of land; 80(2)(b) — 
Application of debt forgiveness rules; 212(1)(b)(ii)(E) — Non-resi- 
dent withholding tax — interest; 241(4)(b) — Communication of 
information; 248(1)“business”’. 


Pre-RSC History: Subsec. 18(2) substituted by 1988, c. 55, sub- 
sec. 10(6), applicable (by subsec. 10(23), as amended by 1994, c. 
21, s. 132) to 1988 et seq., except that in respect of expenses in- 
curred in respect of land that. may reasonably be considered to be 
held, but not used, in the course of.a business carried on in the year 
by the taxpayer or land used in the course of a business in the ordi- 
nary course of which land is held primarily for the purpose of resale 
or development, for taxation years that end before 1993 that portion 
of subsection 18(2) following sped sh (d) shall be read as 
follows: 


except to the extent of the aggregate of 


(e) the amount, if any, by which the taxpayer’s gross rev- 
enue, if any, from the land for-the particular year exceeds 

the aggregate of all amounts deducted in computing his 
income from the land for the year, 


(f) in the case of a corporation whose principal business 
is the leasing, rental or sale, or the development for lease, 
rental or sale, or any combination thereof, of real prop- 
erty owned by it, to or for a person with whom the corpo- 
ration is dealing at arm’s length, the corporation’s base 
level deduction for the ‘particular year, and 


(g) the specified percentage of the amount by which the 
aggregate of all such expenses incurred in the particular — 
year exceeds the aggregate of the amounts determined 
under paragraphs (e) and (f) for the year, 
and, for the purposes of paragraph (g), 
means the aggregate of 
(h) that proportion of 100% that the het of days i in 


the particular year that are before 1988 is of the number 
of days in the year, 


“specified percentage” 


(i) that proportion of 80% that the number of days in the 
particular year that are after 1987 and before 1989 is of 
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_ the number of days in the year, 


(j) that proportion of 60% that the number of days in the 
particular year that are after 1988 and before 1990 is of 
the number of days in the year, 


(k) that proportion of 40% that the number of days in the 
particular year that are after 1989 and before 1991 is of 
the number of days in the year, and 


. (1) that proportion of 20% that the number of days in the 
particular year that are after 1990 and before 1992 i is of 
the number of days in the year. 


Subsec. 18(2) formerly read: 


(2) Limitation re certain interest and property taxes in 
land — Notwithstanding paragraph 20(1)(c), in computing 
the taxpayer’s income for a taxation year from a business or 
property, no deduction shall be made in respect of any 
amount paid or payable by the taxpayer in the year and after 
1971 as, on account or in lieu of payment.of, or in satisfaction 
of, 


(a) interest on borrowed money used to acquire land, or 
on an amount payable by him for land, or 


.(b) property taxes (not including income or profits taxes 

. or taxes computed by reference to the transfer of prop- 
erty) paid or payable by him in respect of land to a prov- 
ince or a Canadian municipality, 


if, having regard to all the circumstances, including the cost 
to the taxpayer of the land in relation to his gross revenue, if 
any, therefrom for that or any previous year, the land cannot 
reasonably be considered to have been, in that year, 


(c) used in, or held in the course of, a business carried on 
in the year by the taxpayer, or 


(d) [Repealed] 

(e) held primarily for the purpose of gaining or producing 
income of the taxpayer from the land for that year, 
except to the extent that the taxpayer’s gross revenue, if any, 
from the land for that year exceeds the aggregate of all other 
amounts deducted in computing his income from the land for 

that year. 


Para. 18(2)(c) substituted by 1979, c. 5, s.-6, applicable in respect of 
expenses incurted after November 16, 1978. Para. 18(2)(c) formerly 
read: 


(c) used in, or held in the course of, carrying on a business by 

the taxpayer other than a business in the ordinary course of 

which land is held primarily for the purpose of resale or de- 

velopment, or 
Para. 18(2)(c) substituted for paras. 18(2)(c), (d) by 1974-75-76, c. 
26, subsec: 7(2), applicable in respect of amounts paid or payable 
after May 6, 1974. Paras. 18(2)(c), (d) formerly read: 

(c) included in the inventory ofa business carried on by the 

taxpayer, 

(d) otherwise used in, or held in the course of, carrying on a 

business carried on by the taxpayer, or 
Selected Cases [subsec. 18(2)]: Ward v. The Queen, [1988] 1 
C.T.C. 336 (FCTD) (Deductibility of taxpayer’s proportionate share 
of loss resulting from carrying costs of “golf course operation”). 
Interpretation Bulletins: IT-142R3: Settlement of debts on the 
winding-up of a corporation; IT-153R3: Land developers — subdi- 
vision and development costs and carrying charges on land; IT- 
355R2: Interest on loans to buy life insurance policies and annuity 
contracts, and interest on policy loans; IT-360R2: Interest payable 
in a foreign currency. 


(2.1) Where taxpayer member of. partner- 
ship — Where a taxpayer who is a member of a 
partnership was obligated to pay any amount as, on 
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account or in lieu of payment of, or in satisfaction of, 
interest (in this subsection referred to as an “interest 
amount’) on money that was borrowed by the tax- 
payer before April 1, 1977 and that was used to ac- 
quire land owned by the partnership before that day 
or on an obligation entered into by the taxpayer 
before April 1, 1977 to pay for land owned by the 
partnership before that day, and, in‘a en year of 
the taxpayer, either, 


(a) the partnership has disposed of, all or any por- 
tion of the land, or 


(b) the taxpayer has disposed of all or any portion 
of the taxpayer’s interest in the partnership 


to a person other than a person with whom the tax- 
payer does not deal at arm’s length, in computing the 
taxpayer's income for the year or any subsequent 
year, there may be deducted such portion, of the tax- 
payer’s interest amount 


(c) that was, by virtue of subsection (2), not de- 
ductible in computing the income of the taxpayer 
for any previous taxation year, | 


(d) that was not deductible in computing the in- 
come of any other taxpayer for any taxation year, 


(e) that was not included in computing the ad- 
justed cost base to the taxpayer of any property, 
and 


(f) that was not deductible under this subsection 
in computing the income of the taxpayer for any 
previous taxation year 


as is reasonable having regard to the portion of the 
land or interest in the partnership, as the case may 
be, so disposed of. 

Pre-RSC History: Subsec. 18(2.1) added by 1977-78, c. 1, subsec. 


11(2), applicable with respect to-land owned: by the partnership on 
or before March 31, 1977: 


(2.2) Base level deduction — For the purposes of 
this section, a corporation’s base level deduction for 
a taxation year is the amount that would be the 
amount of interest, computed at the prescribed rate, 
for the year in respect of a loan of $1,000,000 out- 
standing throughout the year, unless the corporation 
is associated in the year with one or more other cor- 
porations in which case, except as otherwise pro- 
vided in this section, its base level deduction for the 
year is»nil. 


Related Provisions: 18(2.3), (2.4) — Associated EP OLSHOnS, 
18(2.5) — Special rules for base level deduction. 


Regulations: 4301(c) (prescribed rate of interest). 


Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


(2.3) Associated corporations — Notwithstand- 
ing subsection (2.2), if all of the corporations that are 
associated with each other in a taxation year have 
filed with the Minister in prescribed form an agree- 
ment whereby, for the-purposes of this section, they 
allocate an amount to one or more of them for the 
taxation year and the amount so allocated or'the total 
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of the amounts so allocated, as the case may be, does 
not exceed $1,000,000, the base level deduction for 
the year,for each of the corporations is the base level 
deduction that would be computed under subsection 
(2.2) in respect of the corporation if the reference in 
that subsection to $1,000,000 were read as a refer- 
ence to the amount so allocated to it. 

Related Provisions: 18(2.4) — Failure to file agreement. 
Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


Forms: T2005: Agreement among associated corporations to allo- 
cate an amount to calculate their base level deduction. 


(2.4) Failure to file agreement — If any of the 
corporations that are associated with each other in a 
taxation year has failed to file with the Minister an 
agreement as contemplated by subsection (2.3) 
within 30 days after notice in writing by the Minister 
has been forwarded to any of them that such an 
agreement is required for the purpose of any assess- 
ment of tax under this Part, the Minister shall, for the 
purpose of this section, allocate an amount to one or 
more of them for the taxation year, which amount or 
the total of which amounts, as the case may be, shall 
equal $1,000,000 and in any such case, the amount 
so allocated to any corporation shall be deemed to be 
an amount allocated to the corporation pursuant to 
subsection (2.3). 


Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


(2.5) Special rules for base level deduction — 
Notwithstanding any other provision of this section, 


(a) where a corporation, in this paragraph referred. 
to as the “first corporation”, has more than one 
taxation year ending in the same calendar year 
and is associated in two or more of those taxation 
years with another corporation that has a taxation 
year ending in that calendar year, the base level 
deduction of the first corporation for each taxa- 
tion year in which it is associated with the other 
corporation ending in that calendar year is, sub- 
ject to the application of paragraph (b), an 
amount equal to its base level deduction for the 
first such taxation year determined without refer- 
ence to paragraph (b); and 

(b) where a corporation has a taxation year that is 
less than 51 weeks, its base level deduction for 
the year is that proportion of its base level deduc- 
tion for the year determined without reference to 
this paragraph that the number of days in the year 
is of 365. 


Related Provisions: 18(2.2) — Base level deduction. 


Pre-RSC History: Subsecs. 18(2.2)-(2.5) added by 1988, c. 55, 
subsec. 10(7), applicable to 1988 et seq. 


Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


Forms: T2005: Agreement among associated corporations to allo- 
cate an amount to calculate their base level deduction, 


(3) Definitions — In subsection (2), 
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‘interest on debt relating to the acquisition of 
land” includes 


(a) interest paid or payable in a year in respect of 
borrowed money that cannot be identified with 
particular land but that may nonetheless reasona- 

_ bly be considered (having regard to all the cir- 
cumstances) as interest on borrowed money used 
in respect of or for the acquisition of land, and 


(b) interest paid or payable in the year by a tax- 
payer in respect-of borrowed money that may rea- 
sonably be considered (having regard to all the 
circumstances) to have been used to assist, di- 
rectly or indirectly, 


(i) another person with whom the taxpayer 
does not deal at arm’s length, 
(ii) a corporation of which the taxpayer is a 
specified shareholder, or 
(iii) a partnership of which the taxpayer’s 
share of any income or loss is 10% or more, 
to acquire land to be used or held by that person, 
corporation or partnership otherwise than as de- 
scribed in paragraph (2)(c) or (d), except where 
the assistance is in the form of a loan to that per- 
son, corporation or partnership and a reasonable 
rate of interest on the loan is charged by the 
taxpayer; 
Pre-RSC History: The definition “interest on debt...” was. para. 
18(3)(b). See Table of Concordance. 


That portion of para. 18(3)(b) preceding subpara. (i) substituted by 
1988, c. 55, subsec. 10(8), applicable to 1988 et seq. That portion 
formerly read: 


(b) “interest on borrowed money used to acquire land” — 
“interest.on borrowed money used to acquire land” includes 


Subpara. 18(3)(b)(ii) substituted by 1988, c. 55, subsec. 10(9), ap- 

plicable to taxation years commencing after April 1988. Subpara. 

18(3)(b)Gi) formerly read: 
(ii) interest paid or payable in the year by a taxpayer in re- 
spect of borrowed money that may reasonably be considered 
(having regard to all the circumstances) to have been used to 
assist, directly or indirectly, another person with whom the 
taxpayer does not deal at arm’s length to acquire land to be 
used or held by that person, otherwise than as described in 
paragraph (2)(c) or (e), except where the assistance is in the 
form of a loan to that person and a reasonable rate of interest 
thereon is charged by the taxpayer. 


Para. 18(3)(b) added by 1974-75-76, c. 26, subsec. 7(3), applicable 
to amounts paid or payable after May 6, 1974. 


‘“Jand” does not, except to the extent that it is used 
for the provision of parking facilities for a fee or 
charge, include 


(a) any property that is a building or other struc- 
ture affixed to land, 


(b) the land subjacent to any property described 
in paragraph (a), or 

(c) such land immediately contiguous to the land 
described in paragraph (b) that is a parking area, 
driveway, yard, garden or similar land as is nec- 
essary for the use of any property described in 
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paragraph (a). 
Related Provisions: 53(1)(h) — Addition to adjusted cost base 
of land. 


Pre-RSC History: The definition “land” was para. 18(3)(a). See 
Table of Concordance. 


Subsec. 18(3) substituted by 1974-75-76, c. 26, subsec. 7(3), appli- 
cable in respect of amounts paid or payable after May 6, 1974. Sub- 
sec. 18(3) formerly read: 


(3) Meaning of “land” in ss. (2) — In subsection (2), “land” 
does not include 


(a) any property that is a building or other depreciable 
property affixed to land, 


(b) the land subjacent to any property described in para- 
graph (a), or 


(c) such land immediately contiguous to the land de- 
scribed in paragraph (b) as may reasonably be considered 
to be used in connection with any property described in 
paragraph (a). 


Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs, etc. 


(3.1) Costs relating to construction of 
building or ownership of land — Notwithstand- 
ing any other provision of this Act, in computing a 
taxpayer’s income for a taxation year, 


(a) no deduction shall be made in respect of any 
outlay or expense made or incurred by the tax- 
payer (other than an amount deductible under 
paragraph 20(1)(a), (aa) or (qq) or subsection 
20(29)) that can reasonably be regarded as a cost 
attributable to the period of the construction, ren- 
ovation or alteration of a building by or on behalf 
of the taxpayer, a person with whom the taxpayer 
does not deal at arm’s length, a corporation of 
which the taxpayer is a specified shareholder or a 
partnership of which the taxpayer’s share of any 
income or loss is 10% or more and relating to the 
construction, renovation or alteration, or a cost 
attributable to that period and relating to the own- 
ership during that period of land 


(i) that is subjacent to the building, or 

(ii) that 
(A) is immediately contiguous to the land 
subjacent to the building, 


(B) is used, or is intended to be used, for a 
parking area, driveway, yard, garden or 
any other similar use, and 


(C) is necessary for the use or intended use 
of the building; and 


(b) the amount of such outlay or expense shall be 
included in computing the cost or capital cost, as 
the case may be, of the building to the taxpayer, 
to the person with whom the taxpayer does not 
deal at arm’s length, to the corporation of which 
the taxpayer is a specified shareholder or to the 
partnership of which the taxpayer’s share of any 
income or loss is 10% or more, as the case may 
be. 


Related Provisions: 18(3.2)—(3.7) — Interpretation and applica- 
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tion of subsec. 18(3.1); 20(29) — Deduction against rental income 
from building; 53(1)(d.3) — Addition to adjusted cost base of share; 
53(1)(e)(xi) — Addition to adjusted cost base of partnership inter- 
est; 80(2)(b) — Application of debt forgiveness rules; 241(4) — 
Communication of information. 


History: The opening words of para. 18(3.1)(a) substituted by 
1994, c. 21, subsec. 11(1), applicable after 1990 except that, in its 
application to buildings acquired before 1990, the words “or subsec- 
tion 20(29)” shall be read as “, subsection 20(29) or section 37 or 
37.1”. The opening words of that para. formerly read: 


(a) no deduction shall be made in respect of any outlay or 
expense made or incurred by the taxpayer (other than an 
amount deductible under paragraph 20(1)(a), (aa) or (gg) or 
subsection 20(29)) that can reasonably be regarded as a cost 
attributable to the period of the construction, renovation or 
alteration of a building by or on behalf of the taxpayer, a per- 
son with whom the taxpayer does not deal at arm’s length, a 
corporation of which the taxpayer is a specified shareholder 
or a partnership of which the taxpayer’s share of any income 
or loss is 10% or more and relating to the construction, reno- 
vation or alteration, or a cost attributable to that period. and 
relating to the ownership during that period of land 


That portion of para, 18(3.1)(a) preceding subpara. (i) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 13(4), applicable to, 1987 et 
seq. except that, in its application to buildings acquired before 1990, 
the reference in para. 18(3.1)(a) to “or subsection 20(29)” shall be 
read as “, subsection 20(29) or section 37 or 37.1”. That portion 
formerly read: 


(a) no deduction shall be made in respect of any outlay. or 
expense made or incurred by the taxpayer, other than an 
amount deductible by reason of paragraph 20(1)(a) or (aa), 
that may reasonably be regarded as a cost attributable to.the 
period of the construction, renovation or alteration of a build- 
ing and relating to the construction, renovation or alteration 
or a cost attributable to that period and relating to the owner- 
ship during that period, of land 


Pre-RSC History: That portion of para. 18(3.1)(a) preceding sub- 
para. (i) amended by 1988, c. 55, subsec. 10(10), to substitute “by 
reason of paragraph 20(1)(a) or (aa)” for “by virtue of paragraph 
20(1)(a) or (aa) or section 37 or 37.1”, applicable in respect of 
buildings acquired by a taxpayer after 1989. 


Para. 18(3.1)(b) substituted by 1988, c. 55, subsec. 10(11), applica- 
ble to 1988 et seg. Para. 18(3.1)(b) formerly read: 


(b) the amount of such outlay or expense shall be included in 
computing the cost or the capital cost to the taxpayer of the 
land or building, as the case may be. 


Para. 18(3.1)(a) substituted by 1985, c. 45, subsec. 9(3), applicable 
with respect to outlays and expenses made or incurred after May 9, 
1985. Para. 18(3.1)(a) formerly read: 


(a) no deduction shall be made in respect of any outlay or 
expense made or incurred by the taxpayer, other than an 
amount deductible by virtue of paragraph 20(1)(a) or (aa) or 
section 37 or 37.1, that 


(1) may reasonably be regarded as a cost incurred during 
the period of the construction, renovation or alteration of 
a building and that relates thereto or to costs incurred 
during that period relating to the WORSE PISS during ‘that 
period, of land 


(A) that is subjacent to the building, or 
(B) that 


(1) is immediately contiguous to the land subja- 
cent to the building, 


(II) is used, or is intended to be used, for a park- 
ing area, driveway, yard, garden or any other 
similar use, and 
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(III) is necessary for the use or intended use of 
the building, and , 


(i) was. made or incurred before the completion of the 
construction, renovation or alteration of the building; and 


‘All that portion of para. 18(3. 1)(a) preceding: subpara. (i) substituted 


by 1984, c. 1, subsec. 8(1), to add “or section 37 or 37.1”, applica- 
ble with respect to aio and expenses made ‘or incurred after 
1981. . 

Subsec. 18(3.1) added by YOR é. 140. subsec. 11(4), ap- 
plicable with respect to outlays and expenses incurred after 1981. 
Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-142R3: Settlement of debts on the winding-up 
of a corporation; IT-355R2: Interest on-loans to buy life insurance 
policies and annuity contracts, and interest on policy loans. 


(3.2) Included costs — For the purposes of sub- 
section (3.1), costs relating to the-construction, reno- 
vation or alteration of a building or to the ownership 
of land include 


(a) interest paid or payable by a taxpayer in re- 
spect of borrowed money that cannot be identi- 
fied with a particular building or particular land, 
but that can reasonably be considered (having re- 
gard to all the circumstances) as interest’ on bor- 
rowed money used by the taxpayer in respect of 
the construction, renovation or alteration of a 
building or the ownership of land; and 
(b) interest paid or payable by a taxpayer in re- 
spect of borrowed money that may reasonably be 
considered (having regard to all the circum- 
stances) to have been used to assist, directly or 
indirectly, | 

(i) another person with whom the taxpayer 

does not deal at arm’s length, 

(11) a corporation of which the taxpayer is a 

specified shareholder, or 


(111) a partnership of which the taxpayer's 
share of any income or loss is 10% or more, 


to construct, renovate or alter a building or to 
purchase land, except where the assistance is in 
the form of a Joan to that other person, corpora- 
tion or partnership and a reasonable rate of inter- 
est on the loan is charged by the taxpayer. 
Pre-RSC History: Para. 18(3.2)(b) substituted by 1988, c. 55, 


subsec. 10(12), applicable to taxation years commencing after April 
1988. Para. 18(3.2)(b) formerly read: 


(b) interest paid or payable by a taxpayer in respect of bor- 
rowed money that can reasonably be considered (having re- 
gard to all the circumstances) to have been used to assist, di- 
rectly or indirectly, _ 


(i) another person, or a partnership, with whom the tax- 
payer does not deal at arm’s length, or 


(ii) a corporation of which the taxpayer is ‘a specified 
shareholder, 


to construct, renovate or alter’a building or to purchase land, 
except where the assistance is in the form of a loan to that 
other person, partnership or corporation and a reasonable rate 
of interest thereon is charged by the taxpayer. 


ao Dars. 18(3.2)(b)(ii) substituted by 1984, c. 45, subsec. 9(2), to 
delete “(within the meaning assigned by paige Sa 
from the end, applicable to 1985 et seq. 
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Subsec. 18(3.2) added by 1980-81-82-83, c..140; subsec. 11(4), ap- | 


plicable. with respect to outlays made and ee incurted after 
1981. ii, ta 


(3.3) Completion — For the purposes, of subsec- 
tion (3.1), the construction, renovation or alteration 
of a building is completed at the earlier of the day on 
which the construction, renovation or alteration is 
actually completed and the day on which. all or:sub- 
stantially all of the. building is used for the purpose 
for which; it was constructed, renovated: or altered. 

Pre-RSC History: Subsec. 18(3.3) added by 1980-81-82-83, c. 


140, subsec. 11(4); applicable with oh in to ora made and ex- 
penses incurred after 1981. 


(3.4). Where subsec. (3. ie does not apply — | 


Subsection (3.1) does not apply to prohibit.a deduc- 
tion in.a taxation year. of the specified percentage of 
any outlay or expense described. in that subsection 
made or incurred. before 1992: by 


(a) a corporation whose principal ‘business is 
throughout the year the leasing, rental or sale, or 
the development for lease, rental or sale, or any 
combination thereof, of real property owned by it 
to or fora person with whom the corporation is 
dealing at arm’s length, or 


(b) a partnership 


(i) each member of which i is a corporation de- 
scribed: in paragraph (a), and 


(ii) the principal business of which is through- 
out the year the leasing, rental or sale, or the 
development for lease, rental’ or sale, or any 
combination thereof, of real property held by 
it, to or for a person with whom each member 
of the partnership is dealing at arm’s length, 


and for the purposes of this subsection, “specified 
percentage” means, in respect of an outlay or ex- 
pense made or incurred in 1988, 80%, in 1989, 60%, 
in 1990, 40%, and i MtIOL, 207o.. 


Pre-RSC History: Subsec. 18(3.4) substituted by 1988, c. 55, 
subsec. 10(13), applicable with: respect=to outlays and expenses 
made or incurred after 1987. Subsec. 18(3.4) formerly read: 


» (3.4) Exceptions — Subsection (3.1) does not apply to pro- 
hibit a deduction in a taxation year by 


(a) a corporation: whose principal business was: through- 
out the year the leasing, rental or sale, or the develop- 
ment for lease, rental or sale, or any. combination thereof, 
of real property owned by it to or for a person with whom 
the corporation was dealing at arm’s length; or 


(b) a partnership 


(i) each member of which is a corporation described 
in paragraph (a), and 

(ii) the principal business of which was throughout 
the year the leasing, rental or sale, or the develop- 
ment for lease, rental or sale, or any combination 
thereof, of real property held by it, to or for a person 
with whom each member of the partnership was 
dealing at arm’s length. 


Subsec. 18(3.4) added by 1980-81-82-83, c. 140, subsec. 11(4), ap- 
plicable with ieee to outlays made anid expenses incurred after 
1981. 
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(3.5) Idem — Subsection (3. 1) does not apply in re- 


Spect of an outlay or expense in respect of a building 
or.the land described in subparagraph (3.1)(a)(i). or 
(ii) in respect of the building, 


« (a) where the construction, renovation or altera- 
tion of the building was in A sce on November 
12, 1981; 


‘(b) where the installation of the footings or other 
base support of the building commenced. after 
November 12, 1981 and before 1982, 


. (c) if; in’ thescase of a new building being con- 
structed in Canada or an existing building being 
renovated or altered in Canada, arrangements, ev- 
idenced in writing, for the construction, renova- 

‘tion or. alteration were: substantially advanced 
before: November 13, 1981 and the installation of 
footings or other base support for the new build- 
ing or the renovation or alteration of the existing 
building, as the case may be, commenced before 
June 1, 1982, or 


(d) if, in the case of a new building being con- 
_ structed in Canada, the taxpayer was obligated to 
construct the building under the terms of an 
agreement in writing entered into before Novem- 
ber 13, 1981 and arrangements, evidenced in 
writing, respecting the construction/of the build- 
ing were substantially advanced before June 1, 
_ 1982 and the installation of footings or other base 
_ support for the building commenced before 1983, 


and the construction, renovation or alteration, as the 
case may be, of the building proceeds after 1982 
without undue delay (having regard to acts of God, 
labour disputes, fire, accidents or unusual delay by 
common carriers, OL SUPRHetE of materials or 
equipment). 

Related Provisions: 18(3.7) — Commencement of installation of 
footings. 


History: That portion of subsec. 18(3.5) preceding para. (a) substi- 
tuted by 1994, c. 7, Sch. If (1991, c. 49), subsec. 13(5), applicable 
to outlays and expenses made or incurred after May 9, 1985. That 
portion formerly read: 


(3.5) Idem'— Subsection (3.1) does not apply in respect of 
an outlay or expense in respect of a building or the land de- 
scribed in subparagraph (3.1)(a)(1) or (41), 
Pre-RSC History: Subsec. 18(3.5) added by 1980-81-82-83, c. 
140, subsec. 11(4), applicable with respect to outlays and expenses 
incurred after 1981. 


(3.6) Undue delay — For the purposes of subsec- 
tion (3.5), where more than one building is being 
constructed under any of the circumstances de- 
scribed in that subsection on one site or on immedi- 
ately contiguous sites, no undue delay shall be re- 
garded as occurring in the construction of. any such 
building if construction of at least one such building 
proceeds after 1982 without undue delay. and contin- 
uous’ construction of all other such buildings: pro- 
ceeds after 1983 without undue delay. 


Pre-RSC History: Subsec. 18(3.6) added by 1980-81-82-83, c. 
140, subsec. 11(4), applicable with respect to outlays and expenses 
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incurred after 1981. 


(3.7) Commencement of footings — For the 
purposes of this section, the installation of footings 
or other base support for a building shall be deemed 
to commence on the first placement of concrete, pil- 
ings or other material that is to provide permanent 
support for the building. 

Pre-RSC History: Subsec. 18(3.7) added by 1980-81-82-83, c. 
140, subsec. 11(4), applicable with respect to outlays and expenses 
incurred after 1981. 


(4) Limitation re deduction of interest by 
certain corporations — Notwithstanding any 
other provision of this Act, in computing the income 
for a taxation year of a corporation resident in Can- 
ada from a business or property, no deduction shall 
be made in respect of that proportion of any amount 
otherwise deductible in computing its income for the 
year in respect of interest paid or payable by it on 
outstanding debts to specified non-residents that 


(a) the amount, if any, by which 


(i) the greatest aggregate amount that the cor- 
poration’s outstanding debts to specified non- 
residents were at any time in the year, 


exceeds 
(ii) 3 times the total of 


(A) the retained earnings of the corpora- 
tion at the commencement of the year, ex- 
cept to the extent that those earnings in- 
clude retained earnings of any other 
corporation, 


(B) the corporation’s contributed surplus at 
the commencement of the year, to the ex- 
tent that it was contributed by a specified 
non-resident shareholder of the corpora- 
tion, and 


(C) the greater of the corporation’s paid-up 
capital at the commencement of the year 
and the corporation’s paid-up capital at the 
end of the year, excluding the paid-up cap- 
ital in respect of shares of any class of the 
capital stock of the corporation owned by a 
person other than a specified non-resident 
shareholder of the corporation, 


is of 


(b) the amount determined under subparagraph 
(a)(i) in respect of the corporation for the year. 


Related Provisions: 18(5)— Meaning of certain expressions; 
18(5.1) — Person deemed not to be specified shareholder; 18(6) — 
Loan made on conditions; 18(8) — Exception; Canada-U.S. tax 
treaty, Art. XXV:8 — Thin capitalization rules grandfathered from 
treaty non-discrimination provision. 


Pre-RSC History: Cls. 18(4)(a)(ii)(B), (C) substituted by 1980- 
81-82-83, c. 140, subsec. 11(5), applicable to taxation years com- 
mencing after November 12, 1981. Cls. 18(4)(a)(ii)(B), (C) for- 
merly read: 


(B) the corporation’s contributed surplus at the commence- 
ment of the year, and 
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(C) the greater of the corporation’s paid-up capital at the 
commencement of the year and the corporation’s paid-up 
capital at the end of the year, 


Subpara. 18(4)(a)(ii) substituted by 1977-78, c. 1, subsec. 11(3), ap- 
plicable in respect of taxation years ending after March 31, 1977, 
except that in its application to any such taxation year that com- 
mences before April 1, 1977, subparagraph 18(4)(a)(ii) shall be read 
as follows: 


(ii) 3 times the aggregate of 
(A) the corporation’s paid-up capital limit (within the 
meaning of subsection 89(1)). at the commencement of 
the year, 


(B) the amount that the corporation’s designated surplus 
would be immediately after the commencement of the 
year, if control of the corporation (within the meaning of 
Part VII) had been acquired by another corporation at 
that time, 


(C) the corporation’s tax-paid undistributed surplus on 
hand at the commencement of the year, 


(D) the corporation’s 1971 capital surplus on hand at the 
commencement of the year, 


(E) the corporation’s capital dividend account (within the 
meaning of subsection 89(1)) immediately after the com- 
mencement of the year, and 


(F) the amount, if any, by which the aggregate of 


(1) the corporation’s paid-up capital at the end of the 
year, and 


(II) the amount, if any, by which the corporation’s 
paid-up capital as determined on March 31, 1977 ex- 
ceeds its paid-up capital as determined on April 1, 
1977 


exceeds 


(II]) the corporation’s paid-up capital at the com- 
mencement of the year. 


Subpara. 18(4)(a)(i) formerly read: 
(11) 3 times the aggregate of 


(A) the corporation’s paid-up capital limit (within the 
meaning of subsection 89(1)) at the commencement of 
the year, 


(B) the amount that the corporation’s designated surplus 
would be immediately after the commencement of the 
year, if control of the corporation (within the meaning of 
Part VII) had been acquired by another corporation at © 
that time, 


(C) the corporation’s tax-paid undistributed surplus on 
hand at the commencement of the year, 


(D) the corporation’s 1971 capital surplus on hand at the 
commencement of the year, 


(E) the corporation’s capital dividend account (within the 
meaning of subsection 89(1)) immediately after the com- 
mencement of the year, and 


(F) the amount, if any, by which the corporation’s paid- 
up capital limit (within the meaning of subsection 89(1)) 
at the end of the year exceeds the limit referred to in 
clause (A), 
Cl. 18(4)(a)Gi)(F) added by 1973-74, c. 14, s. 4, applicable to 1972 
et seq. 
Selected Cases [subsec. 18(4)]: Uddeholm Ltd. v. The Queen, 
[1987] 2 C.T.C. 236 (FCTD) (Thin capitalization rules apply on 
date interest on debt becomes payable); The Queen v. Thyssen Can- 
ada Ltd., [1987] 1 C.T.C. 112 (FCA); leave to appeal to SCC re- 
fused (1987), 79 NR 400 (note) (Late-payment charges not included 
in price paid attributed to payments of interest on outstanding debts; 
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charges disallowed). 


Interpretation Bulletins: IT-59R3: Interest on debts owing to 
specified non-residents. (thin capitalization); IT-121R3: Election to 
capitalize cost of borrowed money. 


Advance Tax Rulings: ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation. 


(5) Definitions — Notwithstanding any other pro- 
vision of this Act (other than subsection (5.1)), in 
this subsection and subsections (4) to (6), 

History: The introductory portion of subsec. 18(5) substituted by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 8(1), applicable to 1993 
et seg. and, where a corporation so elects by notifying the Minister 
of National Revenue in writing before December 11, 1993, to its 
1989 to 1992 taxation years also. That portion formerly read: 


(5) Meaning of certain expressions — Notwithstanding 
any other provision of this Act, in this subsection and subsec- 
_ tions (4), and, (6), ; 


Pre-RSC History: All that portion of subsec. 18(5) preceding 
para. (a) substituted by 1984, c..45, subsec. 9(3), to'add “Notwith- 
standing any other provision of this Act,” applicable to 1985 et seq. 


“outstanding debts to specified non-residents” of 
a corporation at any rn time ina taxation year 
means 


(a) the total of all amounts each of which is an 
amount outstanding at that time as or on account 
of a debt or other obligation to pay an amount 


(i) that was- payable by. the corporation to a 
person who was, at any time in the year, . 


(A) a specified non-resident shareholder of 
the corporation, or 


(B) a non-resident person, or a non-resi- 
dent-owned investment corporation, who 
was not dealing at arm’s length with a 
specified shareholder of the corporation, 
and | 
(ii)'on which any amount in respect of interest 
paid or payable by the corporation is or would 
be, but for subsection (4), deductible in com- 
puting the corporation’s income for eg year, 


but does not include 


(b) an amount outstanding at the particular time 
as or on account of a debt or other obligation to 
pay an amount to a non-resident insurance corpo- 
ration to the extent that the amount was, for the 
non-resident insurance corporation’s taxation 
year that included the particular time, designated 
insurance property in respect of an insurance bus- 
iness carried on in Canada through a permanent 
establishment as defined by regulation; 

History: Para. (b) of the definition “outstanding debts to specified 

non-residents” in subsec. 18(5) amended by 1997, cy: 25, ‘subsec. 

4(3), applicable to. 1997 er seg. Para. (b) formerly read: 


(b) any amount outstanding at the particular time as or on ac- 
count of a debt or other obligation to pay an amount toa non- 
resident insurance corporation where the amount outstanding 
at the particular time was, in the non-resident insurance cor- 
poration’s taxation year that included the particular time, in- 
cluded, for the purposes of section 138, as property. used by. it 
in the year in, or held by it in the year in the course of, carry- 
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ing on an insurance: business through a. permanent establish- 
ment (within the meaning assigned for the purpose of subsec- 
tion 112(2)) in Canada, 


Para. (b) of “outstanding debts.to specified non-residents” in subsec. 
18(5) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 8(2), 
applicable to 1991 et seq. and, where a corporation so elects by no- 
tifying the Minister of National Revenue in writing before Decem- 
ber 11, 1993, to its 1985 to 1990 taxation years also. Para. (b) for- 
merly ead. 


(b) where the corporation is controlled by a eriseeaden in- 
surance corporation, the total.of all amounts each of which is 
an amount outstanding atthe particular time as or on account 
of a debt or other obligation ‘to pay an amount to the non- 
resident insurance corporation where the amount outstanding 
at the particular time has, in the non-resident insurance corpo- 
ration’s taxation year that included the particular time, been 
included as property used by it in the year in, or held by it in 
the year in the course-of (within the meaning assigned by the 
definition “property used by it in the yearn, or held by it in 
the year in the course of” in subsection. 138(12)) carrying on 
an insurance business in Canada, 


Pre-RSC History: The. definition i 
para, 18(5)(a). 


Subpara. 18(5)(a)(ii) substituted by 1988, c. 55, subsec. 10(1A), ap- 
plicable to taxation years commencing after June 17, 1987 that end 
after 1987. Subpara. (a)(ii) formerly read: 


“outstanding. debts ...” was 


(ii), where the corporation is controlled by a non-resident life 
insurance corporation, the aggregate of all amounts each of 
which is an amount outstanding at that time as or on account 
of a debt or other obligation to pay an amount to the life in- 

- surance corporation and such debt or other ‘obligation has, by 
virtue of an election made under subsection 138(9); been in- 
cluded by the life insurance, corporation in its taxation year 
that included the particular time as. property held by it in the 
year in the course of carrying on an insurance business in 
Canada and the life insurance corporation has included the 
revenue therefrom in computing its income for the year from 
carrying on an insurance business in Canada, 


Regulations: 400(2), 8201 (meaning of “permanent extablish- 
ment’; neither. provision has been prescribed yet for purposes of 
para. (b) of this definition), 


Advance Tax Rulings: ATR-43: Utilization of a non-resident- 
owned investment corporation as.a holding corporation. 


‘specified non-resident shareholder” of a corpora- 
tion at any time means a specified shareholder of the 
corporation who was at that time a non-resident per- 
son or a non-resident-owned investment corporation; 


Pre-RSC History: Definition 
holder” was para. 18(5)(b). 


Para. 18(5)(b) added by 1980-81-82-83, c. 140, fubiec 11(6), appli- 
cable to taxation years commencing after November 12, 1981. 


“specified non-resident share- 


“specified shareholder” of a corporation at any 
time means a person who at that time, either alone or 
together with persons. with whom that person is not 
dealing at arm’s length, owns 


(a) shares of the capital stock of the corporation 
that give the holders thereof 25% or more of the 
votes that could be cast at an annual meeting of 
the shareholders of the corporation, or 


(b) shares of the capital stock of the corporation 
having a fair market value of 25% or more of the 
fair market value of all of the issued and out- 
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standing shares of the capital stock of the 
corporation, 


and, for the purpose of determining whether a partic- 
ular person is a specified shareholder of a corpora- 
tion at any time, where the particular person or a per- 
son with whom the particular person is not dealing at 
arm’s length has at that time a right under a contract, 
in equity or otherwise, either immediately or in the 
future and either absolutely or contingently 


(c) to, or to acquire, shares in a corporation or to 
control the voting rights. of shares in .a corpora- 
tion, or 


(d) to cause a corporation to redeem, acquire or 
cancel any of its shares (other than shares held by 
the particular person or a person with whom the 
particular person is not dealing at arm’s length), 


the particular person or the person with whom the 
particular person is not dealing at arm’s length, as 
the case may be, shall be deemed at that time to own 
the shares referred to in paragraph (c) and the corpo- 
ration referred to in paragraph (d) shall be deemed at 
that time to have redeemed, acquired or cancelled 
the shares referred to in paragraph (d), unless the 
right is not exercisable at that time because the exer- 
cise thereof is contingent on the death, bankruptcy or 
permanent disability of an individual. 


Related Provisions: 18(5.1) — Person deemed not to be speci- 
fied shareholder. 


History: Definition “specified shareholder” in subsec. 18(5) 
amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 8(3), appli- 
cable to 1993 et seg. and, where a corporation so elects by notifying 
the Minister of National Revenue in writing before December !1, 
1993, to its 1989 to 1992 taxation years also. That definition for- 
merly read: 


“specified shareholder” of a corporation at any time means a 
shareholder of the corporation who at that time, either alone 
or together with persons with whom that shareholder was not 
dealing at arm’s length, owned 25% or more of the issued 
shares of any class of the capital stock of the corporation. 


Pre-RSC History: Definition “specified shareholder” was para. 
18(5)(c). 


Para. 18(5)(c) added by 1980-8 1-82-83, c. 140, subsec. 11(6), appli- 
cable to taxation years ending after November 12, 1981. 


Pre-RSC History [subsec. 18(5)]: Subsec. 18(5) substituted by 
1980-81-82-83, c. 140, subsec. 11(6), applicable to taxation years 
commencing after November 12, 1981. Subsec. 18(5) formerly 
read: 


(5) Meaning of certain expressions in ss. (4) — In subsec- 
tion (4), “outstanding debts to specified non-residents” of a 
corporation at any particular time in a taxation year means 


(a) the aggregate of amounts each of which is an amount 
outstanding at that time as or on account of a debt or 
other obligation to pay an amount 


(i) that was payable by the corporation to a person 
who was, at any time in the year, 


(A) a shareholder of the corporation who, either 
alone or together with persons with whom the 
shareholder was not dealing at arm’s length, 
owned 25% or more of the issued shares of any 
class of the corporation and who was 


(1) a person not resident in Canada, or 
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(II) a non-resident-owned investment corpo- 
ration, or 


(B) a person described in subclause (A)(I) or (ID 
who was not dealing at arm’s length with a 
shareholder of the corporation, if the share- 
holder, either alone or together with persons 
with whom he was not dealing at arm’s length, 
owned 25% or more of the issued shares of any 
class of the corporation, and 


(ii) on which any amount in respect of interest paid 
or payable by the corporation is or would be, but for 
subsection (4), deductible in computing the corpora- 
tion’s income for the year, 


but does not include 


(b) where the corporation is a subsidiary of a non-resi- 
dent life insurance corporation, the aggregate of amounts 
each of which is an amount outstanding at that time as or 
on account of a debt or other obligation to pay an amount 
to the life insurance corporation and such debt or other 
obligation has, by virtue of an election made under sub- 
section 138(9), been included by the life insurance corpo- 
ration in its taxation year that included the particular time 
as property held by it in the year in the course of carrying 
on an insurance business in Canada and the life insurance 
corporation has included the revenue therefrom in com- 
puting its income for the year from carrying on an insur- 
ance business in Canada. 


Subsec. 18(5) substituted by 1974-75-76, c. 26, subsec. 7(4), appli- 
cable to 1972 et seq. 

Subpara. 18(5)(a)(i1) substituted by 1973-74, c. 30, subsec. 2(1), ap- 
plicable with respect'to taxation years commencing after February 
19, 1973. Subpara, 18(5)(a)(ii) formerly read: 


(11) a person described in clause (i)(A) or (B) who was not 
dealing at arm’s length with a shareholder described in sub- 
paragraph (i), and 


Interpretation Bulletins: IT-59R3: Interest on debts owing to 
specified non-residents (thin capitalization). 


(5.1) Person deemed not to be specified 
shareholder — For the purposes of subsections (4) 
to (6), where 


(a) a particular person would, but for this subsec- 
tion, be a specified shareholder of a corporatio 
at any time, 


(b) there was in effect at that time an agreement 
or arrangement under which, on the satisfaction 
of a condition or the occur[rJence of an event that 
it is reasonable to expect will be satisfied or will 
occur, the particular person will cease to be a 
specified shareholder, and 


(c) the purpose for which the particular person 
became a specified shareholder was the safe- 
guarding of nghts or interests of the particular 
person or a person with whom the particular per- 
son is not dealing at arm’s length in respect of 
any indebtedness owing at any time to the partic- 
ular person or a person with whom the particular 
person is not dealing at arm’s length, 


the particular person shall be deemed not to be a 
specified shareholder of the corporation at that time. 


History: Subsec. 18(5.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 8(4), applicable to 1993 et seg. and, where a corpora- 
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tion so elects by notifying the Minister of National Revenue in writ- 
ing before December 11, 1993, to, its 1989 to 1992 taxation years 
also. 


(6) Loans made on condition — Where any loan 
(in this subsection referred to,as the “‘first loan’’) has 
been made: ) 


(a) by a specified non- sresident shareholder of a 
corporation, or’ 


(b) by a non-resident person, or a‘ non-resident- 
owned investment corporation, who was not deal- 
ing at arm’s length with a specified: shareholder 
of a corporation, 


to another person on condition that a loan (in this 
subsection referred to as the “second loan”) be made 
by any‘ person to a particular corporation resident in 
Canada, for the purposes of subsections (4) and (5), 
the lesser of | 


(c) the amount of the first loan, and 
(d) the amount of the second loan 


shall be deemed to be.a debt incurred by the particu- 
lar corporation to the person who made the first loan. 


Related Provisions: 18(5. Y) — Person deemed: ‘not to be speci- 
fied shareholder. 


Pre-RSC History: Subsec. 18(6) substituted by 1985, c. 45, sub- 
sec. 9(4), applicable with respect to loans outstanding in taxation 
years Of corporations resident in Canada referred to therein, com- 
mencing after May 9, 1985. Subsec. .18(6) formerly read: 


(6) Loan made on condition — Where any loan is made by 
“a specified non-resident shareholder of a corporation to’ an- 
other’ person on condition that'a loan be’ made by any person 
(in this subsection referred to as the “subsequent lender’’) to a 
corporation resident in Canada, for the purposes of subsec- 
tions (4) and (5) the lesser of 


(a) the amount of the loan so made by the specified non- 
resident shareholder to the other person, and 


(b) the amount of the loan so made by the subsequent 
lender to the corporation, 


shall be deemed to be a debt incurred by the corporation to 
the specified non-resident shareholder. 


Subsec. 18(6) substituted by 1980-81-82-83, c. 140, subsec. 11(6), 
applicable.to taxation years commencing after November.12,.1981. 
Subsec, 18(6) formerly. read: 


(6) Where any loan:is made by a taxpayer who is a person 
described in clause (5)(a)(i)(A) or (B) (in this subsection re- 

_ferred to as the “first lender’) to another person on condition 
that a loan be made by any person (in this subsection referred 
to as the “subsequent lender”) to a corporation resident in 
Canada, for me purposes of subsections (4) and (5) the lesser 
of 


(a) the amount of the loan so made by the first lender to 
the other person, and © ; 


(b) the amount of the. loan so made by the subsequent 
lender to the corporation, shall be deemed to be,a debt 
incurred by the corporation to the first lender. 


All that portion of subsec. 18(6) preceding para. (a) substituted ft 
1976-77, c. 4, subsec. 4(3), applicable in respect of loans made. after 
May 25, 1976.. That portion formerly, read: 


(6) Where any loan is made by a taxpayer (in this subsection 
referred to as the “first lender’) to another person on condi- 
tion that a loan be made by any person (in this subsection 


S. 18(9) 


referred to as the “subsequent lender”) to a corporation resi-: 
dent in Canada, for the purposes of subsections (4) and (5) 
‘the lesser of 


Interpretation Bulletins: IT-59R3: Interest on debts owing to 
specified non- -residents (thin capitalization). 


(7) [Repealed under former Act] 


Pre-RSC History: Subsec. 18(7) repealed by 1985, c. 45, subsec. 
9(5), applicable to taxation years commencing after 1984. Subsec. 
18(7) formerly read: 


(7) Limitation on application of section 21.where ss. (4) 
applicable — Where 


(a) section 21 is applicable in respect of an amount or a 
part of an amount specified by a corporation resident in 
Canada in its election under that section that, but for that 

section, would have been deductible in computing its in- 
come for a taxation year, 


(b) a portion of the amount or of the part of the amount 
described in paragraph (a) may reasonably be considered 
to be an amount that, but for section 21, would have been 
deductible in computing the: income’ of the corporation 
for the year in respect of interest paid or payable by it on 
outstanding debts to specified non-residents, and 
(c) subsection (4) is or would be, if this Act were read 
without reference to section 21, applicable in computing 
the income of the corporation for the year, 
‘notwithstanding section 21, that proportion of the portion de- 
scribed in paragraph (b) that, but for this subsection, would 
(d) be added by virtue of paragraph 21(1)(b) or subsec- 
tion 21(3) to the capital cost to the corporation of depre- 
ciable property acquired by it, or 
(e) be deemed by paragraph 21(2)(b) or subsection 21(4) 
to be Canadian exploration and development. expenses, 
foreign exploration and development expenses, Canadian 
exploration expense, Canadian development expense or 
Canadian oil and gas property expense as defined in sec- 
tion 66, 66.1, 66.2 or 66.4, as the case cs be, incurred 
by it in the’ year 
as the case may be, that the amount Hs nes under para- 
graph (4)(a) in respect of the corporation for the year is of the 
amount determined under paragraph (4)(b). in respect of the 
corporation for the year, shall not be, so added or be so 
deemed, as the case may be. 
Panik 18(7)(d), .(e). substituted by 1980-81-82-83, c. 48, subsec. 
9(2), applicable to taxation years ending after May 6, 1974. Paras. 
18(7)(d), (e) formerly read: 
(d) be added by virtue of section 21 to ee capital cost to the 
corporation of depreciable property acquired by it, or 
(e) be deemed by section 21 to be exploration, prospecting 
and development expenses incurred by it in the year, 


(8) Where subsec. (4) does not apply — Sub- 
section (4) does not apply in computing the income 
for a taxation year of a corporation whose principal 
business in Canada throughout the year was the de- 
veloping or manufacturing of aircraft or aircraft 
components. 


Pre-RSC History: Subsec. 18(8) added by 1973-74, c. 30, subsec. 
2(2), applicable with respect to 1973 et seq. 


Interpretation Bulletins: IT-59R3: Interest on debts owing to 
specified non-residents (thin capitalization). 

(9) Limitation respecting prepaid ex- 
penses — Notwithstanding any other provision of 
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this Act, 


(a) in computing a taxpayer’s income for a taxa- 
tion year from a business or property (other than 
income from a business computed in accordance 
with the method authorized by subsection 28(1)), 
no deduction shall be made in respect of an out- 
lay or expense to the extent that it can reasonably 
be regarded as having been made or incurred 


(i) as consideration for services to be rendered 
after the end of the year, 


(ii) as, on account or in lieu of payment of, or 
in satisfaction of, interest, taxes (other than 
taxes imposed on insurance premiums), rent 
or royalty in respect of a period after the end 
of the year, or 


(iii) as consideration for insurance in respect 
of a period after the end of the year, other than 


(A) where the taxpayer is an insurer, con- 
sideration for reinsurance, and 


(B) consideration for insurance on the life 
of an individual under a group term life in- 
surance policy where all or part of the con- 
sideration is for insurance that is (or would 
be if the individual survived) in respect of 
a period that ends more than 13 months af- 
ter the consideration is paid; 


(b) such portion of each outlay or expense (other 
than an outlay or expense of a corporation, part- 
nership or trust as, on account of, in lieu of pay- 
ment of or in satisfaction of, interest) made or in- 
curred as would, but for paragraph (a), be 
deductible in computing a taxpayer’s income for 
a taxation year shall be deductible in computing 
the taxpayer’s income for the subsequent year to 
which it can reasonably be considered to relate; 


(c) for the purposes of section 37.1, such portion 
of each qualified expenditure (within the meaning 
assigned by subsection 37.1(5)) as was made by a 
taxpayer in a taxation year and as would, but for 
paragraph (a), have been deductible in computing 
the taxpayer’s income for the year shall be 
deemed 


(i) not to be a qualified expenditure made by 
the taxpayer in the year, and 


(ii) to be a qualified expenditure made by the 
taxpayer in the subsequent year to which the 
expenditure can reasonably be considered to 
relate; 


(d) for the purpose of paragraph (a), an outlay or 
expense of a taxpayer is deemed not to include 
any payment referred to in subparagraph 
37(1)(a)(ii) or (iii) that 


(i) is made by the taxpayer to a person or part- 
nership with which the taxpayer deals at arm’s 
length, and 


(ii) is not an expenditure described in subpara- 
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graph 37(1)(a)(i); and 


(e) for the purposes of section 37 and the defini- 
tion “qualified expenditure” in subsection 127(9), 
the portion of an expenditure that is made or in- 
curred by a taxpayer in a taxation year and that 
would, but for paragraph (a), have been deducti- 
ble under section 37 in computing the taxpayer’s 
income for the year, is deemed 


(i) not to be made or incurred by the taxpayer 
in the year, and 


(11) to be made or incurred by the taxpayer in 
the subsequent taxation year to which the ex- 
penditure can reasonably be considered to 
relate. . 


Related Provisions: 6(1)(a)(i), 6(4) — Group term life insurance 
premiums — taxable benefit; 18(9.01) — Group term life insur- 
ance — deductibility of premiums; 20(1)(m.1) — Manufacturer’s 
warranty reserve; 20(1)(m.2) — Repayment of amount previously 
included in income; 87(2)gG.2) — Amalgamations — prepaid 
expenses. 


History: Para. 18(9)(d) amended and (e) added by 1996, c. 21, sub- 
sec. 5(1), para. (d) applicable to payments made after 1995, and 
para. (e) applicable to expenditures made or incurred at any time. 
Para. (d) formerly read: 


(d) for the purposes of paragraph (a), an outlay or expense 
shall be deemed not to include any payment referred to in 
clause 37(1)(a)(ii)(E). 


Subpara. 18(9)(a)(iii) amended by 1995, c. 3, subsec. 6(1), applica- 
ble to premiums paid after February 1994 for insurance. Subpara. 
(iii) formerly read: 


(iii) as consideration for insurance in respect of a period after 
the end of the year (other than an amount paid in respect of 
reinsurance by an insurer); 


Para. 18(9)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 8(5), applicable with respect to amounts paid as, on account of, 
in heu of payment of or in satisfaction of, interest in respect of a 
period or part thereof that is after 1991. Para. 18(9)(b) formerly 
read: 


(b) such portion of each outlay or expense made or incurred 
as would, but for paragraph (a), have been deductible in com- 
puting a taxpayer’s income for a taxation year shall be de- 
ductible in computing the taxpayer’s income for the subse- 
quent year to which it can reasonably be considered to relate; " 


Pre-RSC History: Para. 18(9)(d) amended by 1988, c. 55, subsec. 
10(15), to substitute “clause 37(1)(a)(@i)(E)” for “subparagraph 
37(1)(a)(v1)”, applicable in respect of payments to which paragraph 
37(1)(a) is applicable. 


Para. 18(9)(d) added by 1986, c. 55, subsec. 4(2), applicable with 
respect to payments made after February 25, 1986. 


Subsec. 18(9) added by 1980-81-82-83, c. 48, subsec. 9(3), applica- 
ble with respect to outlays and expenses made or incurred after De- 
cember 11, 1979. 


Selected Cases [subsec. 18(9)]: Toronto College Park Ltd. v. 
Canada, [1996] 3 C.T.C. 94 (FCA) (Taxpayer does not have choice 
of methods under GAAP; expense to be matched with specific 
source of revenue and amortized). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-151R4: 
Scientific research and experimental development expenditures; IT- 
211R: Membership dues — associations and societies; IT-233R: 
Lease-option agreements; sale-leaseback agreements; IT-341R3: 
Expenses of issuing or selling shares, units in a trust, interests in a 
partnership or syndicate, and expenses of borrowing money; IT- 
417R2: Prepaid expenses and deferred charges. 
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(9.01) Group term life insurance — Where 


(a) a taxpayer pays a premium after February 
1994 and before’ 1997 under a group term life in- 
‘surance policy for insurance on wie lifé of an 
| individual, 


| (b) the i insurance is for the remainder of the indi- 
vidual’s lifetime, and . 


(c) no further Breauiiwes wil be Haynie for the 
insurance, 


no amount may be deducted in computing the tax- 
payer's income for,a taxation year from a business or 
property in respect.of the premium except that there 
may be so deducted,, . 


(d) where the year) is othe taxation year in which 

‘the premium was paid or a: subsequent taxation 
year and the:individual is»alive atthe end of the 
year, the lesser of LB 


(i) the amount determined By the formula 


he: WB ct 
and. | 
(it) '/3 of: the an dome: determined by the 
formula 
c 
Ke eso 365, 
where 


A is the amount that would, if this Act were 
read without reference to this subsection, 
be deductible in respect of the premium in 
computing the taxpayer’s income, 


Bis the total amount deductible in respect of 
the premium: in, computing the taxpayer’s 
“income for preceding taxation years, and 


Cis the number of days in the year, and 


(e) where the individual died in the year, the 
amount determined under subparagraph (d)(i). 


Related Provisions: 6(4) — Taxable benefit from premiums paid, 


by employer; 87(2)G.2) — Amalgamations — prepaid expenses; 
257 — Formula cannot calculate to less than zero. 


History: Subsec. 18(9.01) added by 1995, c. 3, subsec. 6(2), appli- 
cable to premiums paid after SLD 1994 for insurance. 


(9.1). ‘Penalties, bonuses and rate-reduction 
payments — Where at any time a payment, other 
than a payment that 


S. 18(9.1) (Gi). 


» (a), can reasonably’ be considered to have been 

~ made in respect of the extension of the term of a 

‘debt obligation.or in respect, of the substitution or 
conversion of a debt Segara to another debt 
‘obligation or. share, or aXe) orl 


(b) is- contingent -or dependent on ‘the use of or 

production from property or is computed by ref- 

erence to revenue, profit, cash flow, commodity 

price or any other similar criterton or by refer- 

ence to dividends paid or payable to shareholders 

of any class of shares of the aot stock of a 
' corporation, 


is made to a person or dacctoetacn by a taxpayer in 
the course. of carrying on.a business, or earning .in- 
come from property in respect of borrowed money.or 
on an amount payable for ‘property acquired by the: 
taxpayer (in this subsection referred to as a “debt 
obligation”) 


(c) as consideration for a eh Hs er in the rate of 3 
interest.payable by the taxpayer on.the debt obli- 
gation, or 


.(d).as a penalty: or bonus: payable by the taxpayer 
because of ‘the: repayment by’ the taxpayer of all 
or part of the: principal amount of the debt ase 
tion before its maturity,» 


the payment: shall, to the extent that it can reasonably 
be considered to relate to, and does not exceed the 
value at that time of, an amount that, but for the re- 
duction, described in paragraph (c) or the repayment 
described in paragraph (d), would have been paid or 
payable by the taxpayer as interest on the debt obli- 
gation for’a taxation year’ of the a See af- 


ter that time, be deemed, 


~ (e) for the purposes of thie Act, to have been paid 

by the taxpayer. and received by the person or 

} partnership at that time as interest on the debt ob- 
_ ligation, and 


(f) for: the: purpose of computing’ the: eee 

income in'respect of the business or property: for 

the year, to have been paid or payable by the tax- 

payer in that year as interest pursuant to a legal 
. obligation to pay interest, 


(i) in the case of a reduction aexeribeds in para- 
graph (c), on the debt obligation, and 


(ii) in the case of a: repayment described in 
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paragraph (d), 

(A) where the repayment was in respect of 
all or part of the principal amount of the 
debt obligation that was borrowed money, 
except to the extent that the borrowed 
money was used by the taxpayer to acquire 
property, on borrowed money used in the 
year for the purpose for which the bor- 
rowed money that was repaid was used, 
and 


(B) where the repayment was in respect of 
all or part of the principal amount of the 
debt obligation that was either borrowed 
money used to acquire property or an 
amount payable for property acquired by 
the taxpayer, on the debt obligation to the 
extent that the property or property substi- 
tuted therefor is used by the taxpayer in the 
year for the purpose of gaining or produc- 
ing income therefrom or for the purpose of 
gaining or producing income from a 
business. 
Related Provisions: 18(9.2) — Prepaid interest on debt obliga- 
tions; 20(1)(e) — Expenses re financing; 87(2)(j.6) — Amalgama- 
tions — continuing corporation; 248(5) — Substituted property. 
History: Subsec. 18(9.1) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 13(6), applicable with respect to payments made after 1984 
except that, in its application with respect to payments made before 
July 13, 1990, subsec. (9.1) shall be read without reference to para. 
(e). 
Interpretation Bulletins: IT-104R2: Deductibility of fines or 
penalties; IT-341R3: Expenses of issuing or selling shares, units in a 
trust, interests in a partnership or syndicate, and expenses of bor- 
rowing money. 


(9.2) Interest on debt obligations — For the 
purposes of this Part, the amount of interest payable 
on borrowed money or on an amount payable for 
property (in this subsection and subsections (9.3) to 
(9.8) referred to as the “debt obligation”) by a corpo- 
ration, partnership or trust (in this subsection and 
subsections (9.3) to (9.7) referred to as the “bor- 
rower’) in respect of a taxation year shall, notwith- 
standing subparagraph (9.1)(f)(i), be deemed to be 
an amount equal to the lesser of 


(a) the amount of interest, not in excess of a rea- 
sonable amount, that would be payable on the 
debt obligation by the borrower in respect of the 
year if no amount had been paid before the end of 
the year in satisfaction of the obligation to pay 
interest on the debt obligation in respect of the 
year and if the amount outstanding at each partic- 
ular time in the year that is after 1991 on account 
of the principal amount of the debt obligation 
were the amount, if any, by which 


(i) the amount outstanding at the particular 
time on account of the principal amount of the 
debt obligation 


exceeds the total of 
(11) all amounts each of which is an amount 
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paid before the particular time in satisfaction, 
in whole or in part, of the obligation to pay 
interest on the debt obligation in respect of a 
period or part thereof that is after 1991, after 
the beginning of the year, and after the time 
the amount was so paid (other than a period or 
part thereof that is in the year where no such 
amount was paid before the particular time in 
respect of a period, or part of a period, that is 
after the end of the year), and 


(iii) the amount, if any, by which 


(A) the total of all amounts of interest pay- 
able on the debt obligation (determined 
without reference to this subsection) by the 
borrower in respect of taxation years end- 
ing after 1991 and before the year (to the 
extent that the interest does not exceed a 
reasonable amount) 


exceeds 


(B) the total of all amounts of interest 
deemed by this subsection to have been 
payable on the debt obligation by the bor- 
rower in respect of taxation years ending 
before the year, and 


(b) the amount, if any, by which 


(1) the total of all amounts of interest payable 
on the debt obligation (determined without 
reference to this subsection) by the borrower 
in respect of the year or taxation years ending 
after 1991 and before the year (to the extent 
that the interest does not exceed a reasonable 
amount) 


exceeds 


(ii) the total of all amounts of interest deemed 
by this subsection to have been payable on the 
debt obligation by the borrower in respect of 
taxation years ending before the year. 
Related Provisions: 18(9.3)-(9.8) — Prepaid interest on debt 
obligations. 
History: Subsec. 18(9.2) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 8(6), applicable to 1992 et seq. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9.3) Interest on debt obligations — Where at 
any time in a taxation year of a borrower a debt obli- 
gation of the borrower is settled or extinguished or 
the holder of the obligation acquires or reacquires 
property of the borrower in circumstances in which 
section 79 applies in respect of the debt obligation 
and the total of 


(a) all amounts each of which is an amount paid 
at or before that time in satisfaction, in whole or 
in part, of the obligation to pay interest on the 
debt obligation in respect of a period or part of a 
period that is after that time, and 


(b) all amounts of interest payable on the debt ob- 
ligation (determined without reference to subsec- 
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tion (9.2)) by the borrower in respect of taxation 
years ending after 1991 and before that time, or 
in respect of periods, or parts of periods, that are 

in such years and before that time (to the extent 
‘that the interest does not exceed a reasonable 
amount), 


exceeds the total of 


(c) all amounts of interest deemed. by subsection 
(9.2) to have been payable on the debt obligation 


by the borrower in respect of taxation years end- 


ing before that time, and 


(d) the amount of interest that would ae deemed . 
by subsection (9.2) to have been payable on the — 


debt obligation by the borrower in respect of the 
year if the year had ended imitans 32 before 
that time, 


(which excess is in this subsection referred to as the - 


“excess amount’), the following rules apply: 


(e) for the purpose of applying section 79 in re- 

‘spect of the borrower, the principal amount at 
that time of the debt obligation shall be deemed 
to be equal to the amount, if any, by which 


(i) the principal amount at that time of the 
debt obligation | 


exceeds ) 
(ii) the excess amount, and 


(f) the excess amount shall be deducted at that 
time in computing the forgiven amount in respect 
of the obligation (within the meaning assigned by 
subsection 80(1)). 


Related Provisions: 80(1)‘ ‘forgiven amount” B(c),— Deduction 
from forgiven amount as per 18(9.3)(f). 


History: The portion of subsec. 18(9.3), before para: (b) and paras. 
(e) and (f) amended by 1995, c. 21, subsecs. 5(1), (2), the opening 
words of subsec. 18(9.3) and pata. (e) applicable to: 1992 et seq. and 
paras. (a) and (f) applicable to taxation years that end after February 
21, 1994, except that they do not apply to any obligation settled or 
extinguished 


(a) before February 22, 1994; 
(b) after February 21, 1994 


(i) under the terms of an agreement in writing entered into 
on or before that date, or 


(ii) under the terms of any amendment-to such an agree- 
ment, where that amendment. was entered into in writing 
before July 12, 1994 and the amount of the settlement or 
extinguishment was not substantially greater than the settle- 
ment or extinguishment provided under the terms of the 
agreement; 


(c) before 1996 pursuant to a restructuring of debt in connection 
with a proceeding commenced inja court in Canada before Feb- 
ruary 22, 1994; 


(d) before 1996 in connection with a proposal’ (or notice of in- 
tention to make a proposal) that was filed under.the Bankruptcy 
and Insolvency Act, or similar legislation of a country other 
than’ Canada; before February 22, 1994; or 


(e) before 1996:'in connection with a written offer that was 
made by, or communicated to, the holder.of the obligation 
before February 22, 1994. 


That portion ‘of subsec.’18(9.3) before para. re and paras. (e) and 


S..18(9.4) 


(f) formerly. read; , 


- (9.3) Idem — - Where at any. time, ina taxation year of a ine 
rower a debt obligation. of the borrower has been settled or. 
extinguished and the total of 


. (a) all amounts ‘each of Shick is an amount paid before. 
that time in satisfaction, in whole or in part, of the obliga- 
tion to pay interest on the debt obligation in respect of a 
period or part thereof that is after that tint, and 


eee 


(e) for the purposé’ of sapWing paragraph 79(c) in respect 
of the borrower, where the debt obligation was extin- 
guished in circumstances to which section 79 applies, the 
amount outstanding at that time on account of the princi- 
pal amount of the debt obligation shall be deemed to be 
the amount, if- any, by which 


(1) the amount outstanding at that time on account of 

the principal amount.of the debt-obligation . 
exceeds. 

(ii) the excess’ amount, and 


(f) for the purpose of applying section 80 in respéct of the 
borrower, where the debt obligation'was settled or extin- 
guished in circumstances: to: which «that, section applies; 
the debt obligation shall. be deemed to have been settled: 
or extinguished by the payment of an amount.equal to the. 
total of 


(1) the amount, if any, af the sawient made to settle ., 
or extinguish the. debt obligation (determined without ; 
reference to this subsection), and 


(ii) the excess amount, 


Subsec. 18(9, 3) added by 1994,.c. 7, Sch. VIII (1993, c. 24), subsec. 
8(6), applicable to 1992 et seq. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9.4) Idem — Where an amount is paid at pane 
by a person or partnership in respect of a debt obli- 
gation of a borrower 


(a) as, on account of, in lieu of payment of or in 
satisfaction of, interest on the debt obligation 1 in 
respect of a period or part thereof that 1 is after 
1991 and after that time, or 


(b) as consideration for a reduction in Hes rate of 
interest payable ‘on the debt obligation (exclud- 
ing, for greater certainty, a payment described in 
paragraph (9.1)(a) or (b)) in respect of a period or 
part thereof that is after 1991 and after that time, 


that amount shall be deemed, for the purposes of 
subsection (9.5) and, subject, to that subsection, for 
the purposes of clause (9.2)(a)(iii)(A), subparagraph 
(9.2)(b)(i), paragraph (9.3)(b) and subsection (9.6), 
to be an amount of interest payable on the debt obli- 
gation by the borrower in respect of that period or 
part thereof and shall be deemed, for the purposes of 


subparagraph (9.2)(a)(ii) and paragraph (9:3)(a), to 


be an amount paid at that time in satisfaction of the 
obligation to pay interest-on the debt obligation in 
respect of that period or part thereof. 


History: Subsec. 18(9.4) added by 1994, .c..7, Sch. VII a C. 
24), subsec. 8(6), applicable to.,1992 et seq. 


Interpretation Bulletins: IT-417R2: Prepaid —— and dé 
ferred. charges. 
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(9.5) idem — Where the amount of interest payable 
on a debt obligation (determined without reference 
to subsection (9.2)) by a borrower in respect of a 
particular period or part thereof that is after 1991 can 
reasonably be regarded as an amount payable as con- 
sideration for 


(a) a reduction in the amount of interest that 
would otherwise be payable on the debt obliga- 
tion in respect of a subsequent period, or 


(b) a reduction in the amount that was or may be 
paid before the beginning of a subsequent period 
in satisfaction of the obligation to pay interest on 
the debt obligation in respect of that subsequent 
period 
(determined without reference to the existence of, or 
the amount of any interest paid or payable on, any 
other debt obligation), that amount shall, for the pur- 
poses of clause (9.2)(a)(i1i)(A), subparagraph 
(9.2)(b)(i), paragraph (9.3)(b) and subsection (9.6), 
be deemed to be an amount of interest payable on the 
debt obligation by the borrower in respect of the sub- 
sequent period and not to be an amount of interest 
payable on the debt obligation by the borrower in re- 
spect of the particular period and shall, when paid, 
be deemed for the purposes of subparagraph 
(9.2)(a)(ii) and paragraph (9.3)(a) to be an amount 
paid in satisfaction of the obligation to pay interest 
on the debt obligation in respect of the subsequent 
period. 


Related Provisions: 
obligations. 


History: Subsec. 18(9.5) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 8(6), applicable to 1992 et seq. 


Interpretation Bulletins: IT-417R2: Prepaid cues and de- 
ferred charges. 


18(9.4) — Prepaid interest on debt 


(9.6) Idem — Where the liability in a of a 
debt obligation of a person or partnership is assumed 
by a borrower at any time, 


(a) the amount of interest payable on the debt ob- 
ligation (determined without reference to subsec- 
tion (9.2)) by any person or partnership in respect 
of a period shall, to the extent that that period is 
included in a taxation year of the borrower end- 
ing after 1991, be deemed, for the purposes of 
clause (9.2)(a)(iii)(A), subparagraph (9.2)(b)(i) 
and paragraph (9.3)(b), to be an amount of inter- 
est payable on the debt obligation by the bor- 
rower in respect of that year, and 


(b) the application of subsections (9.2) and (9,3) 
to the borrower in respect of the debt obligation 
after that time shall be determined on the assump- 
tion that subsection (9.2) applied to the borrower 
in respect of the debt obligation before that time, 


and, for the purposes of this subsection, where the 
borrower came into existence at a particular time that 
is after the beginning of the particular period begin- 
ning at the beginning of the first period in respect of 
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which interest was payable on the debt obligation by 
any person or partnership and ending at the particu- 
lar time, the borrower shall be deemed 


(c) to have been in existence throughout the par- 
ticular period, and 


(d) to have had, throughout the particular period, 
taxation years ending on the day of the year on 
which its first taxation year ended. 


History: Subsec. 18(9.6) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 8(6), applicable to 1992 et seg. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9. 7) ldem — Where the amount paid by a borrower 
at any particular time, in satisfaction of the obliga- 
tion to pay a particular amount of interest on a debt 
obligation in respect of a subsequent period or part 
thereof, exceeds the particular amount of that inter- 
est, discounted 


(a) for the particular period beginning at the par- 
ticular time and ending at the end of the subse- 
quent period or part thereof, and 


(b) at the rate or rates of interest applying under 
the debt obligation during the particular period 
(or, where the rate of interest of any part of the 
particular period is not fixed at the particular 
time, at the prescribed rate of interest in effect at 
the particular time), 


that excess shall 


(c) for the purposes of applying subsections (9.2) 
to (9.6) and (9.8), be deemed to be neither an 
amount of interest payable on the debt obligation 
nor an amount paid in satisfaction of the obliga- 
tion to pay interest on the debt obligation, and 


(d) be deemed to be a payment described in para- 
graph (9.1)(d) in respect of the debt obligation. 


History: Subsec. 18(9.7) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 8(6), applicable to 1992 ef seg. 


Regulations: 4301(c) (prescribed rate of interest). 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9.8) Idem — Nothing in any of subsections (9.2) to 
(9.7) shall be construed as providing that 


(a) the total of all amounts each of which is the 
amount of interest payable on a debt obligation 
by an individual (other than a trust), or deemed 
by subsection (9.2) to be payable on the debt ob- 
ligation by a corporation, partnership or trust, in 
respect of a taxation year ending after 1991 and 
before any particular time, 


may exceed 


(b) the total of all amounts each of which is the 
amount of interest payable on the debt obligation 
(determined without reference to subsection 
(9.2)) by a person or partnership in respect of a 
taxation year ending after 1991 and before that 
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particular time. 
History: Subsec. 18(9.8) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 8(6), applicable to 1992 et seg. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(10) Employee benefit plan — Paragraph (1)(0) 
does not apply in respect of a contribution to an em- 
ployee benefit plan | repeats 


(a) to the extent that the contribution 


(i) is made in respect of services performed by 
an employee who is not resident in Canada 
and is regularly employed in a country other 
than Canada, and 


(ii) cannot reasonably be regarded as having 
been made in respect of services performed or 
to be performed during a period when the em- 
ployee is resident in Canada; 


(b) the custodian of which is non-resident, to aaine 
extent that the contribution: ; 


(i) is in respect of an employee who is’ non- 
resident at the time eins sayciatiaaaasitg is made, 
and 


(11) cannot reasonably be regarded a as having 
been made.in respect of services performed or 
to be performed during a period when the em- 
ployee is resident:in Canada; or 


(c) the custodian of which is non-resident, to the 
extent that the contribution can reasonably be re- 
garded as having been made in respect of services 
performed by an employee in a a partion lat calen- 
dar month where 


(i) the employee was. resident ‘in GeHada 
throughout no more than 60 of the 72 calendar 
months ending with the particular month, and 


(ii) the employee became a member of the 

plan before the end of the month following the 

month in which the employee became resident 
— in Canada, 


and, for the purpose of this paragraph, where ben- 
efits provided to an employee under a particular 
employee benefit plan are replaced by benefits 


provided under another employee benefit plan, — 


~ the other plan shall be deemed, in respect of the 

- employee, to be the same’ plan as the particular 
plan. 

History: Para. 18(10)(b) substituted, and para. (c) added, by 1994, 


c. 21, subsec. 11(2), applicable to contributions made after 1992. 


Para. (b) formerly read: 
(b) the custodian of which is not resident in Canada, to: the 
extent that the contribution 
(i) is in respect of an employee who was 
(A) not resident in Canada at the time the contribu- 
tion was made, or 


(B) resident in Canada for a period (in this isan 
referred to as an “excluded period”) of not more than 
36 of the 72 months preceding the date on which the - 
contribution is made and was a beneficiary under the 
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plan before becoming resident in Canada, and 


(ii) cannot reasonably be regarded as having been made 
in respect of services performed or to be performed dur- 

_ Ing a period (other than an excluded. period) when. the . 
employee is resident in Canada. 


Pre-RSC History: Subsec. 18(10) added by 1980- 81-82-83, c. 48, 
subsec, 9(3), applicable with respect to contributions made after 
1979 


Interpretation Bulletins: IT-502: Employee, benefit plans and 
employee trusts. 


(11) Limitation — Notwithstanding any other pro- 
vision of this Act, in computing the income of a tax- 
payer for a taxation year, no amount is deductible 
under paragraph 20(1)(c), (d), (e), (e.1) or (f) in re- 
spect of borrowed money (or other property acquired 
by the taxpayer) in respect of any period after which 
the money (or other property) is used by the taxpayer 
for the purpose of 


(a) making a payment after November 12, 1981 
as consideration for an income-averaging annuity 
contract, unless the contract was acquired pursu- 
ant to an agreement in writing entered into before 
November 13, 1981; 


(b) paying a premium (within, the meaning as- 
signed by subsection. 146(1) read without. refer- 
ence to the portion of the definition “premium” in 
that subsection following paragraph (b)’ of that 
definition) under a registered retirement Bee 
plan after November 12, 1981; 


(c) making a contribution to a registered pension 
plan or a deferred profit sharing plan after No- 
vember 12, 1981, other than 


(i). a contribution described in subparagraph 
8(1)(m)(ii)' or (iii) (as they read in their appli- 
cation to the 1990 taxation year) that was re- 
quired to be made pursuant to an obligation 
entered into before November 13, 1981, or 


(ii) a contribution deductible under paragraph 
20(1)(q) or (y) in computing the taxpayer’s 
income; 


(d) making a payment.as consideration for an an- 
nuity the payment for which ‘was deductible in 
computing the taxpayer’s income by virtue of 
paragraph 60(1); 

(e) making a contribution to, a retirement com- 
pensation arrangement where the contribution 
was deductible under paragraph 8(1)(m.2) in 
computing the taxpayer’s income; 


(f) making a contribution to, a net income stabili- 
zation account; or 


(g) making a contribution to: any account under a 
provincial pension plan prescribed for the pur- 
pose of paragraph 60(v); 


and, for the purposes of this subsection, to the extent 
that an indebtedness is incurred by a taxpayer in re- 
spect of a property and at any time that property..or a 
property substituted therefor is used for any of the 
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purposes referred to in this subsection, the indebted- 
ness shall be deemed to be incurred at that time for 
that purpose. 


Related Provisions: 18(1)(u) — Investment counselling and ad- 
ministration fees for RRSP or RRIF are non-deductible; 
110.6(1)“investment expense”(a); 248(5) — Substituted property. 


History: Para. 18(11)(g) added by 1994, c. 21, subsec. 11(3), appli- 
cable to 1993 et seq. 


Para. 18(11)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 8(7), applicable to 1992 et seq. Para. 18(11)(b) formerly read: 


(b) paying a premium under a registered retirement savings . 
plan after November 12, 1981; 


That portion of subsec. 18(11) following para. (e) amended (para. 
(f). being added) by 1994, c. 7; Sch VIII (1993, c. 24), subsec. 8(8), 
applicable to, 1991 et seg. That portion formerly read: 


and, for the purposes of this.subsection, where an indebted- 
ness is incurred. by a taxpayer in respect of a property and at 
any time that property or a property substituted therefor is 
used for any of the purposes referred to in paragraphs (a) to 
(e), the indebtedness shall be deemed to be incurred at that 
time for that purpose. 


That portion of subsec.: 18(11) preceding para. (a) substituted by 
1994, c. 7, Sch. I (1991, c. 49), subsec. 13(7), applicable to. 1990 et 
seq. That portion formerly read: 


(11) Limitation — Notwithstanding any other provision of 
this Act, in computing the income of a taxpayer fora 'taxation 
-yéar, no amount shall be deducted under paragraph 20(1)(c), 
(d) or (e) of this Act or paragraph 20(1)(k) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 1952, in 
respect of indebtedness incurred for the purpose of 


That portion of subsec. 18(11) following para. (e) added by 1994, c. 
7, Sch. Il (1991, c. 49), subsec. 13(8), applicable to 1990 et seq. 


Pre-RSC History: That portion of para. 18(11)(c) preceding sub- 
para. (1) amended by 1990, c. 35, s. 29, to substitute “pension plan” 
for “pension fund or plan”, applicable after 1985. 


Subpara. 18(11)(c)(i) amended to add “(as they read in their appli- 
cation to the 1990 taxation year)”, applicable to 1991 et seg.; sub- 
para. (c)(11) substituted, applicable to 1992 et seq.; para. (e) added, 
applicable to 1989 et seq.; by 1990,.c. 35, subsecs. 3(1) to (3). Sub- 
para. (c)(1i) formerly read: 


(ii) a contribution deductible by the taxpayer under paragraph 
» 20(1)(q), (s) or (y); or 


Paras. 18(11)(e) to (h) repealed by 1986, c. 6, subsec. 12(2), appli- 
cable to 1986 et seq. Paras. 18(11)(e) to (h) formerly read: 


(e) acquiring property that is or has become an indexed secur- 
ity or for which an indexed security has been substituted, 
other than an amount that relates to a period when the prop- 
erty or any property substituted therefor, as the case may be, 
was not an indexed security; 


(f) acquiring property that is or has become an interest in a 
trust that is a participant under an indexed security investment 
plan or for which such an interest has been substituted, other 
than an amount that relates to a period when the property or 
any property substituted therefor, as the case may be, was not 
an interest in such a trust; 


(g) making a contribution to, or acquiring property that is 
used to make a contribution to, a trust under which the tax- 
payer is a beneficiary and that is or has become a participant 
under an indexed security investment plan, other than an 
amount that relates to a period when the trust was not such a 
participant; or 

(h) acquiring property that is a loan to a trust under which the 
taxpayer, Or a person with whom the taxpayer does not deal at 
arm’s length, is a beneficiary and that is or has become a par- 
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ticipant under an indexed security investment plan, or for 
which such a loan has been substituted, other than an amount 
that relates to a period when the trust was not such a 
participant. 
Paras. 18(11)(e) to (h) added by 1984, c. 1, subsec. 8(2), applicable 
to taxation years ending after September 30, 1983. 


Subsec. 18(11) added by 1980-81-82-83, c. 140, subsec. 11(7). 
Para. 18(11)(d) applicable to 1982 et seq. 


Interpretation Bulletins: IT-124R6: Contributions to ere Bs 
retirement savings plans; IT-167R6: Registered pension plans — 
employee’s contributions; IT-307R3: Spousal registered retirement 
savings plans; IT-355R2: Interest on loans to buy life insurance pol- 
icies and annuity contracts, and interest on policy loans. 


(12) Work space in home — Notwithstanding 
any other provision of this Act, in computing an in- 
dividual’s income from a business for a taxation 
year, 


~* (a) no amount shall be deducted in respect of an 
otherwise deductible amount for any part (in this 
subsection referred to as the “work space’) of a 
self-contained domestic establishment in which 
the individual resides, except to the extent that 
the work space is either 

(i) the individual’s principal place of business, 

Ofs- 


(ii) ‘used exclusively for the purpose of earn- 
ing income from business and used ona regu- 
lar and continuous basis for meeting clients, 
customers or patients of the individual in re- 
spect of the business; 


(b) where the conditions set out in subparagraph 
(a)(i) or (ii) are met, the amount for the work 
space that is deductible in computing the individ- 
ual’s income for the year from the business shall 
not exceed the individual’s income for the year 
from the business, computed without reference to 
the amount and sections 34.1 and 34.2; and 


(c) any amount not deductible by reason only of 
_ paragraph (b) in computing the individual’s in- 
come from the business for the immediately pre- 
ceding taxation year shall be deemed to be an 
amount otherwise deductible that, subject to 
paragraphs (a) and (b), may be deducted for the 
year for the work space in respect of the business. 


Related Provisions: 8( 13) — Work space in home of employee. 


History: Para. 18(12)(b) amended by 1996, c, 21, subsec.,5(2), ap- 
plicable to 1995 et seq.. The para. formerly read: 


(b) where the conditions set out in subparagraph (a)(i) or (il) 
are met, the amount for the work space that is deductible in 
computing the individual’s income from the business for a 
taxation year shall not exceed the individual’s income from 
the business for the year, computed without reference to the 
amount; and 


Pre-RSC History: Subsec. 18(12) added by 1988, c. 55, subsec. 
10(16), applicable to fiscal periods commencing after 1987. 


Interpretation Bulletins: [T-504R2: Visual artists and writers; 
IT-514: Work space in home expenses. 


(13) Superficial loss — Subject to subsection 
142.6(7) and notwithstanding any other provision of 
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this Act, where a taxpayer (other than an insurer) 


(a) who was a resident of Canada at any time in a 
taxation year and whose ordinary business during 
that year included the lending of money, or 


(b) who at any time in the year carried on a busi- 
ness of lending money in Canada 


has sustained a loss on a disposition of property used 
or held in that business that is a share, or a loan, 
bond, debenture, mortgage, note, agreement of sale 
or any other indebtedness, other than a property that 
is a capital property of the taxpayer, no amount shall 
be deducted in computing the income of the taxpayer 
from that business for the year in respect of the loss 
where ~ 


(c) during the period commencing 30 days before 
and ending 30 days after the disposition, the tax- 
payer or a person or partnership that does not 
deal at arm’s length with the taxpayer acquired or 
agreed to acquire the same or identical property 
(in this subsection referred to as the “substituted 
property’’), and 
(d) at the end of the period described in para- 
‘graph (c), the taxpayer, person or partnership, as 
the case may be, owned or had a right to acquire 
the substituted property, 

had any such loss shall be added in computing the 

cost to the taxpayer, person or partnership, as the 

case may be, of the substituted property. 
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Related Provisions: 18(14) — Alternate application of subsec. 
18(15); 40(2)(g)(i), 54“superficial loss” — Parallel rule for capital 
property; 138(5. 6 ee loss in insurance business; 
248(12 


History: The opening words of subsec. 18(13) amended by 1995, c. 
21, s. 48, applicable to dispositions occurring after ies 30; 
1994. The opening words formerly read: 


(13) Superficial loss — Subject to subsection 138(5. 2y 2 ‘tie 

notwithstanding any other provision of ia Act, where a 

taxpayer : 
Pre-RSC History: Subsec. 18(13) added by 1988, c. 55, subsec.. 
10(16), applicable to taxation years and fiscal deseo commencing, 
after June 17, 1987 that end after 1987. 
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Interpretation Bulletins [s. 18]: IT-105: Administrative costs of 
pension plans. 


Definitions [s. 18]: “acquired” — 256(7)-(9); “affiliated” — 
251.1; “amortized cost”, “amount”, “annuity” — 248(1); “arm’s 
length” — 251(1); “associated” — 256; “automobile”, “borrowed 
money”, “business” — 248(1); “Canada” — 255; “Canadian ‘re- 
source property” — 66(15), 248(1); “capital property” — 54, 
248(1); “class of shares” — 248(6); “control” — 256(7)—(9); “‘cor- 
poration” — 248(1), Interpretation Act 35(1); “debt obligation” — 
18(9.1), (9.2); “deferred profit sharing plan” - 147(1), 248(1); “de- 
preciable property” — 13(21), 248(1); “designated insurance prop- 
erty” — 138(12), 248(1); “dividend”, “employee”, “employee bene- 
fit plan” — 248(1); “employees profit sharing plan” —‘144(1), 
248(1); “employer”, “gross revenue”, “group term life’ insurance 
policy” — 248(1); “identical” — 18(16), 248(12); “income-averag- 
ing annuity contract”, “income bond”, “income debenture” — 
248(1); “incorporated employee” — 125(7)“personal: services busi- 
ness’(a); “individual”, “insurance. corporation”, “insurer” — 
248(1); “interest on debt relating to the acquisition: of land’? — 
18(3); “inventory” — 248(1); “land” — 18(3); “lending asset’, “life 


” “ce ” “ss 


insurance corporation”, “mineral resource”, “mineral”, “Minister”, 
“net income stabilization account”, “non-resident” — 248(1); “non- 
resident-owned investment corporation” — 133(8), 248(1); “out- 
standing debts to specified non-residents” — 18(5); “person”, “‘per- 
sonal or living expenses”, “personal services business”, “pre- 
scribed”, “principal amount” — 248(1); “profit sharing plan” — 
147(1); “property” — 248(1); “received” — 248(7); “registered 
pension plan” — 248(1); “registered retirement savings plan’ — 
146(1), 248(1); “regulation” — 248(1); “resident in Canada” — 
250; “retirement compensation arrangement”, “retirement income 
fund”, “retirement savings plan”, “salary deferral arrangement”, 
“self-contained domestic establishment”, “share”, “shareholder” — 
248(1); “specified non-resident shareholder” — 18(5); “specified 
shareholder” — 18(5), 18(5.1), 248(1); “substituted property” — 
18(13)(c), 248(5); “supplementary unemployment benefit fund” — 
145(1), 248(1); “tar sands” — 248(1); “taxation year” — 11(2), 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3); “writ- 


ing” — Interpretation Act 35(1). 


Subdiv. b — Business or Property S. 18.1(4)(a)(@)(B) 
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19. (1) Limitation re advertising expense — In 
computing income, no deduction shall be made in re- 
spect of an otherwise deductible outlay or expense of 
a taxpayer for advertising space in an issue of a 
newspaper or periodical for an advertisement di- 
rected primarily to a market in Canada unless 


(a) the issue is a Canadian issue of a Canadian 
newspaper or periodical dated after 1975; or 


(b) the issue is an issue of a newspaper or period- 
ical dated after December 31, 1988 that would be 
a Canadian issue of a Canadian newspaper or pe- 
riodical except that 


(i) its type has been wholly set in the United 
States or has been partly set in the United 
States with the remainder having been set. in 
Canada, or 


(ii) it has been wholly printed in the United 
States or has been partly printed in the United 
States with the remainder having been printed 
In Canada. 
Selected Cases [subsec. 19(1)]: Jay-Kay Publications Ltd. y. 
MNR, [1972] C.T.C. 539 (FCA) (Amounts paid for advertising in 


non-Canadian periodical promoting medical scholarship 
deductible). 
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(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 19(1) amended to: substitute, in that 
portion preceding para. (a), “an issueof’a newspaper or periodical” 


for “an issue of a non-Canadian newspaper.or periodical dated after | 


December 31, 1975” and to.add paras) ” and Sica ae 1988, c. 65;.s. 
133, in force January) 1, 1989. 


Subsec. 19(1) substituted for 19(1) and (2)- a 1974-75-76, c. 106; s. 
tr ‘in force January 1, 1976. Subsecs. 19(1), (2) formerly read: 


19. (1) In computing income, no deduction’ shall be made in: 
respect of an‘otherwise deductible outlay or expense of a ‘tax+ 

» payer for advertising ‘space in an: issue. of a non-Canadian’ 
newspaper or periodical dated after December:31, 1965 for an 
advertisement directed primarily, toa. market in Canada. 


(2) An issue or edition of an issue of any newspaper or peri- 
» odical that is edited in whole or in part:in Canada:and printed 
and published in Canada and that: was:not on April 26,1965 a 
Canadian newspaper or, periodical; shall'\be:deemed, for the 
purposes of subsection (1), not to be an. issue, of a non-Cana- 

_.. dian newspaper or periodical if 


(a) throughout the period: of 12 meinths caring April 26, 

+), 1965: 1ssues: or editions ofissues,of that publication were 
being edited in whole or in partyin Canada and printed 
_and published in Canada at the usual intervals for issues 
of that publication and have since that date continued to 
be so edited, printed and. published without interruption 
except for a reason other than the cessation of the busi- 
ness of publishing that publication; and 


(b) in the case of a periodical, the periodical is similar, in 
content and in respect‘of the class of readers to which it 
is directed, to the issues of editions of that:periodical that 
“were throughout the period of 12 months ending April 
' 26, 1965 being edited in whole“or in’ pit in-Canada and 
Heamed and published in Canada. 


(3) Where subsec. (1) does not apply — Sub- 
section (1) does. not apply with, respect. to; am.adver- 
tisement in a:special issue or edition of a newspaper 
that is edited in whole or.in part,and_ printed and pub- 
lished outside Canada if that special issue or edition 
is devoted to features or news related primarily to 
Canada and _ the. publishers, thereof publish. such an 
issue or edition not more frequently than: twice a 
year. 


woe 


(4) [Repealed wesley nara ‘Aety 


Pre-RSC History: Subsec: 19(4) cefenistnhes 1974-75-76, c. 106, 
s. 2, in force January: 1,:1976. Subsec. 19(4) formerly read: 


(4) Subsection (1b) does not eye with) ot to an advertise- 
ment in Bede aan 


(a) a iatighe or 


(b) any publication the principal function of which is the 
encouragement, promotion: or development ‘of? the :fine 
arts, letters, scholarship or religion. 


(5) Definitions — In this section, 


“Canadian issue” means, 


(a) in relation to a newspaper, an issue, including 
a special issue, 


(i) the type of which, other than he type mal 
advertisements or features,.is set in Canada, 


(11), the whole, of .which,- exclusive of .any 
‘comics supplement, is printed in Canada, 


S..19(5) Can 


Gil), that, 1s. edited in Canada by individuals 
resident in Canada, and: 
(iv) that is publishéd in Canada, ‘and 


(b) in relation to a ue sais an issue, including 
a special 1 issue, 


(i) the type of which, other than the type for 
advertisements, is set in Canada, 


(ii) that is printed in Canada, 


nt © (iii), that.is. edited. in Canada Py individuals 
i tesident in Canada, and 


! ‘(iv) that is published in Canada,’ | 
but does not include an issue of a periodical 


(v) that is produced ,or published under a li- 
cence granted by a person, who produces or 
publishes issues of a periodical that are 

ae printed, edited or published outside Canada, 
or 


(vi). the contents of which, excluding adver- 
_ tisements, are substantially the same as the 
“contents of an issue of.a periodical, or the 
_ contents of one or more issues of one, or more 
periodicals, that. was or were printed, edited or 
published outside Canada; 


Pre- RSC History: The. definition. “Canadian issue” 
1 H 5)(a).. See, Table. of Concordance. 


was para. 


“Canadian newspaper or periodical’? means a 
newspaper or periodical the exclusive right to pro- 
duce and publish issues. of which is held by one or 
more of the:following: 


(a) a Canadian citizen; 
(b) a partnership 
* @) in which interests representing in value at 


least */4 of the total value of the partnership 
property are beneficially owned by, and 


(at) at least */4 of each income or loss of which 
from: any source is included in the determina- 
» tion of the income of, 
corporations described in paragraph (e) or Cana- 
dian’ citizens or any combination thereof, 


(c) an association or society of which at least 3/4 
of the members are Canadian citizens, 

(d) Her Majesty in right of Canada or a province, 
or a municipality'in Canada, or 

(e) a corporation 


(a) that is incorporated under the laws of Can- 
ada or a province, 


(ii) of which the chairperson or other presid- 
ing officer and at least */4 of the directors or 
other similar officers are Suara citizens, 
“and: 
ea that, iL if1s: a corporation having share 
capital, is 


(A) a public corporation a class or, classes 
ef shares of the capital stock of which are 
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listed on a prescribed’ stock exchange in 
Canada, other than a corporation con- 
trolled by citizens or subjects of a country 
other than Canada, or 


(B) a corporation of which at least */4 of the 
shares having full voting nghts under all 
circumstances, and shares having a fair 
market value in total of at least */4 of the 
fair market value of all of the issued shares 
of the corporation, are beneficially owned 
by Canadian citizens or by public corpora- 
tions a class or classes of shares of the cap- 
ital stock of which are listed on a pre- 
scribed stock exchange in Canada, other 
than a public corporation controlled by cit- 
izens or subjects of a country other than 
Canada, 


and, for the purposes of clause (B), where 
shares of a class of the capital stock of a cor- 
poration are owned, or deemed by this defini- 
tion to be owned, at any time by another cor- 
poration (in this definition referred to as the 
“holding corporation”), other than a public 
corporation a class or classes of shares of the 
capital stock of which are listed on a pre- 
scribed stock exchange in Canada, each share- 
holder of the holding corporation shall be 
deemed to own at that time that proportion of 
the number of such shares of that class that 


(C) the fair market value of the shares of 
the capital stock of the holding corporation 
owned at that time by the shareholder 


is of 
(D) the fair market value of all the issued 


shares of the capital stock of the holding 
corporation outstanding at that time, 


and, where at any time shares of a class of the 
capital stock of a corporation are owned, or 
are deemed by this definition to be owned, by 
a partnership, each member of the partnership 
shall be deemed to own at that time the least 
proportion of the number of such shares of 
that class that 


(E) the member’s share of the income or 
loss of the partnership from any source for 
its fiscal period that includes that time 


is of 
(F) the income or loss of the partnership 


from that source for its fiscal period that 
includes that time, 


and for this purpose, where the income and 
loss of a partnership from any source for a fis- 
cal period are nil, the partnership shall be 
deemed to have had income from that source 
for that period in the amount of $1,000,000; 


Related Provisions: 19(6) — Trust property; 19(8) — Anti- 
avoidance — certain newspapers and periodicals deemed not to be 
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Canadian. 


History: Para. (b) and subpara. (e)(iii) of “Canadian newspaper...” 
substituted by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 14(1), (2), 
applicable with respect to rights referred to in the definition that are 
acquired after July 13, 1990 (and rights acquired after 1988 where 
the acquiror of the right so elects by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7, Sch. VIII (1993, 
c. 24), s. 159 provides that such an election made before December 
11, 1993 shall be deemed to have been made before 1992]) and, for 
this purpose where an individual who is a citizen or subject of a 
country other than Canada or a corporation controlled by such an 
individual or individuals has at any time after July 13, 1990 ac- 
quired, in an arm’s length transaction, 


(a) more than '/s of the shares of a particular corporation that 
have full voting rights under all circumstances, or 


(b) shares of a particular corporation having a fair market value 
in total of more than 1/1 of the fair market value of all of the 
issued shares of the particular corporation, 


the particular corporation and any corporation controlled by the par- 
ticular corporation shall be deemed to have acquired at that time any 
right referred to in the definition that is owned by the particular cor- 
poration or controlled corporation at that time. Those portions of 
that definition formerly read: 
(b) a partnership of which at least */s of the members are Ca- 
nadian citizens and in which interests representing in value at 
least */s of the total value of the partnership property are bene- 
ficially owned by Canadian citizens, 


(iii) of which, if it is a corporation having share capital, at 
least */4 of the shares having full voting rights under all 
circumstances, and shares representing in total at least */4 
of the paid-up capital, are beneficially owned by Cana- 
dian citizens or by corporations other than corporations 
controlled by citizens or subjects of a country other than 
Canada; 

Pre-RSC History: Definition “Canadian newspaper or periodi- 

cal” was para. 19(5)(b). See Table of Concordance. 

Cl. 19(5)(b)(v)(C) amended by 1988, c. 55, s. 11, to substitute “cor- 

porations controlled” for “corporations controlled directly or indi- 

rectly”, applicable to taxation years commencing after 1988. 


Regulations: 3200 (prescribed stock exchange for “Canadian 
newspaper or periodical”(e)(iii)). 


“issue of a non-Canadian newspaper or periodical 
[para. 19(5)(c)]’’ — [Repealed under former Act] 


Pre-RSC History: Para. 19(5)(c) repealed by 1988, c. 55, s. 133, 
in force January 1, 1989. Para 19(5)(c) formerly read: 


(c) “issue of a non-Canadian newspaper or periodical” — 
“issue of a non-Canadian newspaper or periodical” means an 
issue that is not a Canadian issue of a Canadian newspaper or 
periodical; and 


“substantially the same”’ means more than 20% the 
same, 

Pre-RSC History: Definition “substantially the same” was para. 
19(5)(d). 


Para. 19(5)(d) added by 1977-78, c. 1, s. 12, applicable to’ 1978 et 
seq. 


“United States” means 


(a) the United States of America, but does not in- 
clude Puerto Rico, the Virgin Islands, Guam or 
any other United States possession or territory, 
and 
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(b) any areas beyond the territorial sea of the 
United States within which, in accordance with 
‘international law and its domestic Jaws, the 
United States may exercise rights with respect to 
the seabed and subsoil and the natural resources 
of those areas. ' 


Pre-RSC History: Definition “United States” was para. 19(5 e). | 


Para. 19(5)(e) added by 1988, c. 55, 's. Ids, in force January ile 
1989. 


(6) Trust property — Where the right that is held 
by any person, partnership, association or society de- 
scribed in the definition “Canadian newspaper or pe- 
riodical” in subsection (5) to produce and publish is- 
sues of a newspaper or periodical is held as property 
of a trust or estate, the newspaper or periodical is not 
a Canadian newspaper or. periodical within the 
meaning of this section unless each beneficiary 
under the trust or estate is a person, partnership, as- 
sociation or society so described. | 


(7) Grace period re pgatctitier tae arly ye 
provision. of this,section, where a newspaper:or peri- 
odical that was'at any time after June 30, 1965 a Ca- 
nadian newspaper or periodical within the meaning 
of this section subsequently ceases to be such a Ca- 
nadian newspaper or periodical, the newspaper or 
periodical shall be deemed to continue to be a Cana- 
dian. newspaper or periodical within the meaning of 
this section until the: expiration of the: 12th month 
following the month in which it so ceased to be a 
Canadian newspaper or periodical. 


(8) Non-Canadian newspaper or periodical — 
Where at any time one or. more persons. or. partner- 
ships that are not described in any of paragraphs (a) 
to (e) of the definition “Canadian newspaper or peri- 
odical” in subsection (5) have any direct or indirect 
influence that, if exercised, would result in control in 
fact of a person or partnership that holds a night to 
produce or publish issues. of a newspaper or periodi- 
cal, the newspaper or periodical is deemed not to be 
a Canadian newspaper or periodical at that time. 


Related Provisions: 256(5. 1) — General test for 
fit 


History: Subsec, 19(8) added, by 1995, c. 46, s. 5, applicable after 
December 15, 1995, except that it does not apply to a newspaper or 
periodical where the influence that would result in control in fact of 
a person or partnership that holds the right to produce or publish the 
newspaper or periodical arose as a consequence of a transaction or 
series of transactions that was completed before April 1993. 


Definitions [s. 19]: “beneficially owned” — 248(3); “Canada” — 
255; “Canadian issue” — 19(5); “Canadian newspaper or periodi- 
cal” — 19(5), (8); “class of shares” — 248(6); “corporation” — 
248(1), Interpretation ‘Act:35(1); “estate” — 104(1), 248(1); “paid- 
up capital” — 89(1), 248(1); “person”, “property” — 248(1); “prov- 
ince” — Interpretation Act.35(1); “public, corporation” — 89(1), 
248(1); “resident in Canada” — 250; “share”, “shareholder” — 
248(1); “substantially” — 19(5); “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3); “United States” — 19(5). i 


“control in 


19.1 (1) Limitation re advertising expense on 
broadcasting undertaking — Subject to subsec- 
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tion (2), in computing income, no deduction shall be 
made in respect of an otherwise deductible outlay or 
expense of a taxpayer made or incurred after Sep- 
tember 21, 1976 for an advertisement directed pri- 
marily to a market in Canada and broadcast by a for- 
eign broadcasting undertaking. 


(2) Exception — In computing. income, a deduc- 
tion may be made in respect of an outlay or expense 
made’ or incurred before September 22, 1977 for an 
advertisement directed primarily to a market in Can- 
ada and broadcast by a foreign broadcasting under- 


taking pursuant to 


(a) a’written agreement entered into on. or before 
January 23:9 975%or 


_.(b).a written.agreement entered into after January 

»-23,:1975 and. before September 22, 1976 if the 
agreement is for a term of one year or less and by 
its express terms is not capable of being extended 
or renewed. 


(3) [Repealed under formét Act] 
(4) Definitions — In this ‘section, 


“foreign broadcasting undertaking” means a net- 
work operation or a broadcasting transmitting under- 
taking located outside Canada or on a.ship or ‘aircraft 
not registered in Canada; 


“network” includes, any operation involving two or 
more broadcasting undertakings whereby control : 
over all’ or any part of' the programs or program 
schedules of any of the broadcasting undertakings 
involved in the operation is delegated to a network 
operator. 

Pre-RSC. History [s. 19.1]: All that portion of subsec. 19.1(2) 
preceding para. (a): substituted: and subsec: 19:1(3) repealed by 
1977-78, :c. 1, subsecs. 13(1), (2), deemed to have come into force 
on September 22, 1976. 


S. 19.1 added by 1974-75-76,.c. 106,:s. 3, proclaimed in force from 
and after September 22, 1976. 


Definitions [s. 19.1]: “broadcasting” — Interpretation Act 35(1); 
“Canada” — 255; “foreign broadcasting aicneaiie , “net- 
work” — 19.1(4); “taxpayer”? — 248(1). 


20. (1) Deductions permitted’ in computing 
income from business or property — Notwith- 
standing paragraphs 18(1)(a), (b) and (h), in comput- 
ing a taxpayer’s income for a taxation year froma 
business or property, there may be deducted such of 
the following amounts: as are wholly-applicable to 
that source or such part of the following amounts as 
may reasonably be regarded as applicable thereto: 
Related Provisions: See Related provisions at end of s. 20. 
(a) capital cost of property — such part of 
the capital cost to the taxpayer of property, or 
such amount in respect of the capital cost to the 
taxpayer, of property, if any, as 1s allowed by 
regulation; 


Related Provisions: 13(5) — Transferred property; 13(5.2) — 
Rules applicable; 13(6) — Misclassified property; 13(7) — Change 
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in use of depreciable property; 13(11)— Automobile deduction; 
13(12) — Application of 20(1)(cc); 1314) — Conversion cost of 
vessel; 13(21.2) — Transfer of property where u.c.c. exceeds fair 
market value; 13(26)—-(32) — Restriction on deduction before avail- 
able for use; 18(3.1)(a) — Costs relating to construction of building 
or ownership of land; 18(12) — Work space in home; 20(1.1) — 
Definitions in 13(21) apply to regulations; 20(16) — Terminal loss; 
21 — Cost of borrowed money; 28(1)(g) — Deduction from farm- 
ing or fishing income when using cash method; 34.2(2)(c) — Maxi- 
mum CCA deemed claimed for purposes of 1995 stub period. in- 
come; 36 — Railway. companies; 37(6) — Scientific research 
capital expenditures; 67.3 — Limitation re cost of leasing passenger 
vehicle; 68 — Allocation of cost between property and services; 
70-75.1 — Transfers of property inter vivos and on death of tax- 
payer; 80(9)(c) — Reduction of capital cost on debt forgiveness ig- 
nored for purposes of CCA regulations; 85(5) — Rules on transfers 
of depreciable property; 87(2)(d.1) —-Amalgamations —, deprecia- 
ble property acquired from predecessor corporation; 88(1) — Wind- 
ing-up; 96-103 — Partnerships; 104(13) — Trusts — Income paya- 
ble to beneficiary; 107.2 — Distribution by a retirement 
compensation arrangement; 125.4(4) — No Canadian film/video 
production credit to corporation if investor can claim CCA; 
127.52 — Minimum tax — adjusted taxable income determined; 
164(6) — Refund — disposition of property by legal representative 
of deceased taxpayer; 216(5) — Disposition by non-resident of in- 
terest in real property, timber resource property or timber limit. See 
additional Related provisions and Definitions at end of’s. 20. 


Selected Cases [para. 20(1)(a)]: Alberta Wheat Pool and Sas- 
katchewan Wheat Pool v. Canada, [1997] 1 C.T.C, 2627 (TCC) 
(Only interest capitalized pursuant to section 21 can be included in 
capital cost of property); Kamsel Leasing Inc. v.. MNR, [1993] 1 
C.T.C. 2279 (TCC) (Agreement treated as “sale” not “lease” where 
option to acquire property at end of term substantially below proba- 
ble market value); Société Immobiliére SSQ Inc. v. MNR, [1993] 1 
C.T.C. 2029 (TCC) (Costs incurred by partnership before taxpayer’s 
acquisition of interest not deductible; contracts not retroactive); 
Hickman Motors Ltd. v. Canada, [1993] 1.C.T.C. 36 (FCTD) (For- 
mer subsidiary’s CCA not available to former parent corporation 
that disposed of assets four days after acquisition; assets not ac- 
quired to earn income); British Columbia Telephone Co. v. Canada, 
[1992] 1 C.T.C. 26 (FCA) (Fibre optic telephone transmission sys- 
tems properly classified as:cable); Vaillancourt v. Canada, [1991] 2 
C.T.C. 42 (FCA) (Condominium was residential and within Class 
31). t 


Regulations: Part XI (CCA rules); Part XVII (farming and fishing 
property owned since before 1972); Reg. Sch. II-Sch. VI (classes of 
property). 

1.T. Application Rules: 18(2), 20, 26.1(2). 


Interpretation Bulletins: IT-79R3: Buildings or other structures; 
IT-121R3: Election to capitalize cost of borrowed money; IT-128R: 
Depreciable property; IT-147R3: Accelerated write-off of manufac- 
turing and processing machinery and equipment; IT-172R: Taxation 
year of individuals; IT-187: Customer lists and ledger accounts; IT- 
195R4: Rental property — CCA ‘restrictions; IT-267R2: CCA — 
Vessels; IT-283R2: CCA — video tapes, video tape cassettes, films, 
computer software and master recording media; IT-285R2: CCA 
General comments; IT-304R: Condominiums; IT-306R2: Contrac- 
tor’s movable equipment; IT-317R: Radio and. television .equip- 
ment; IT-324: Emphyteutic lease; IT-325R2: Property transfers after 
separation, divorce and annulment; IT-327: Elections under regula- 
tion 1103; IT-336R: Pollution control property; IT-371: Rental 
property —- meaning of “principal business”; IT-422: Definition of 
tools; IT-464R: Leasehold interests; IT-465R: Non-resident benefi- 
ciaries of trusts; IT-469R: Earth-moving equipment; IT-472; Class 8 
property; IT-476: Gas and oil exploration and production equip- 
ment; IT-477: Patents, franchises, concessions and licences; IT- 
478R: CCA — recapture and terminal loss; IT-481: Timber re- 
source property and timber limits; IT-482: Pipelines; IT-485;:Cost 
of clearing or levelling land; IT-492: Industrial mineral mines; IT- 
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501: Logging assets. 


Information Circulars: 84-1: Revision of capital cost allowance 
claims and other permissive deductions; 87-5: Capital cost of prop- 
erty where trade-in is involved. 


I.T. Technicai News: No. 1 (sales commission expenses of mu- 
tual-fund limited partnerships); No. 3 (loss utilization within a cor- 
porate group). 


Advance Tax Rulings: ATR-1: Transfer of legal title in land to 
bare trustee corporation — mortgagee’s requirements sole reason 
for transfer. 


Forms: T1-CP Summ: Return in respect of certified productions; 
T1-CP. Supp: Statement of certified productions; T2S(8): Capital 
cost.allowance; 1776; Statement of real estate rentals; T777: State- 
ment of employment expenses; T2041: Capital cost allowance 
schedule for self-employed persons; T2132: Capital cost allowance 
schedule (depreciation); T5014: Partnership capital cost allowance 
schedule. 


' (b) Cumulative eligible capital amount — 
such amount as the taxpayer may claim in respect 
of a business, not exceeding 7% of the taxpayer’s 
cumulative eligible capital in respect of the busi- 
ness at the end of the year; 


Related Provisions: 14(1) — Inclusion in income from business; 
14(5) — Definitions — “cumulative eligible capital’, “eligible capi- 
tal expenditure”; 24 — Ceasing to carry on business; 28(1)(g) — 
Deduction from. farming or fishing income, when using cash 
method; 34.2(2)(c) — Maximum amount deemed claimed for pur- 
poses of 1995 stub period income; 70(5.1) — Eligible capital prop- 
erty of deceased; 70(9.8) — Leased farm property; 87(2)(f) — 
Amalgamations — cumulative eligible capital; 107(2)(f) — Capital 
interest distribution by personal or prescribed trust; 111(5.2) — 
Computation of cumulative eligible capital. See additional Related 
provisions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(b) amended by 1988, c. 55, subsec. 
12(1), to substitute “a business, not exceeding’ 7%” for “any busi- 
ness, not exceeding 10%”, applicable 


~ (a) in the case of a corporation, for taxation years commencing 

after June 1988: and 

(b) in any other case, for fiscal periods commencing after 1987. 
Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-123R4: Disposition of and transactions involving eligible capital 
property; IT-123R5: Transactions involving eligible capital prop- 
erty; IT-143R2: Meaning of “eligible capital expenditure”; IT-_ 
302R2: Losses of a corporation — the effect-on their deductibility 
of changes in control, amalgamation and winding-up; IT-302R3: 
Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987; IT-313R2: Eligiblé- capital property — rules 
where a taxpayer has ceased carrying on a business or has died; IT- 
341R3: Expenses of issuing or selling shares, units in a trust, inter- 
ests in a partnership or syndicate, and expenses of borrowing 
money. ies 
Forms: T5017: Calculation of deduction for cumulative eligible 
capital of a partnership. , 


(c) interest — an amount paid in the year or 
payable in respect of the year:(depending upon 
the method regularly followed by the taxpayer in 
computing the taxpayer’s income), pursuant to a 
legal obligation to pay interest on 


(1) borrowed money used for the purpose of 
earning income from a business or property 
(other than borrowed money used. to acquire 
property the income from which would be ex- 
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empt or to-.acquire a life insurance policy), 


(11) an amount payable for property acquired 
._ for the purpose of gaining or producing in- 
come from the property or for the purpose of 
gaining or producing income. from a business 
(other than property the income from which 


would be exempt or property that is an interest 


in a life insurance policy), 
(iii) an amount paid to the taxpayer under 


(A) an appropriation Act and on terms and 
conditions approved by the Treasury 
Board for the purpose of advancing or sus- 
taining the technological capability of Ca- 
nadian manufacturing or other industry, or 


(B) the Northern Mineral Exploration As- 
sistance Regulations made under.an appro- 
priation Act that provides for payments in 
respect of the Northern Mineral Grants 
Program, or 


(iv) borrowed money used to acquire an inter- 
est in an annuity contract in respect of which 
section 12.2 applies. (or would apply if the 
contract had an anniversary day in the year at 
a time when the taxpayer held the interest) ex- 
cept that, where annuity payments have begun 
under the contract in a preceding taxation 
year, the amount of interest paid or payable in 


the year shall not be deducted to the extent, 


that it exceeds the amount included under sec- 
tion 12.2 in computing the taxpayer’s income 
for the year in respect of the taxpayer’s inter- 
est in the contract, | 
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or a reasonable amount in respect thereof, which- 
ever is the lesser; 


Related Provisions: 9(3) — Capital gains not included in income 


from ‘property; 12.2(11)— “anniversary day”;  15.1(2)(a), 


_ 15.1(4) — Small business.development bonds; 16(1) — Income ‘and 


capital combined; 16(6) — Indexed ‘debt obligations — amount 
deemed paid as interest; 17 —- Loan to non-resident; 18(1)(e)—_'No 
deduction for contingent reserve; 18(1)(g)—~ Interest on income 
bonds; 18(1)(t) —-No deduction for interest paid on late payments 


' of income tax; 18(2) — Limitation — interest ‘and property taxes on 


land; 18(4)-(8) — Thin capitalization — limitation on deductibility 
of interest; 18(9)-(9.2) — Prepaid interest; 18(11)— No deduction 
for interest on money borrowed to make RRSP of certain other con- 
tributions; 20(1)(¢) — Expense of borrowing money; 20(1)(f) —: 
Amounts ‘paid in‘satisfaction of the “principal amount”; 20(1)(qq) 
(draft) — Interest on share purchase; 20(1.2) — Definitions’ in 
12.2(11) apply; 20(2) — Borrowed money; 20(2.1) — Limitation; 
20(2.2) — Life insurance policy; 20(3) — Use of borrowed money; 
20(3:1) — Borrowed money; 20(14)— Accrued bond interest; 
20.1(1) — Borrowed money where property is disposed of; 20.1, 
20.2 (draft) — Money borrowed for distribution; 21(1)-(4) — Cost 
of borrowed. money; 60(d) — Annual interest-accruing in respect of 
estate tax or succession duties; 67.2 — Interest on'money borrowed 
for passenger vehicle; 80.5 — Deemed interest — employee deduc- 
tion re funds borrowed to purchase auto or aircraft; 110.6(1) — “‘in- 
vestment expense”; 127.52(1)(b), (c), (c.2), (e.1) = Limitation on 
deduction for minimum tax purposes; 133(1) — No ‘interest’ deduc- 
tion to NRO; 137(4.1) — Interest: deemed paid on certain reductions 
of capital by credit union; 138(5)(b) — Insurers — limitation; 
212(1)(b) — Non-resident withholding tax on interest; 218 — Loan 
to wholly-owned. subsidiary. See additional Related re and 
Definitions at end of s. 20. 


History: Subpara. 20(1)(¢)(iv) substituted by 1994, c._7, Sch. II 
(1991, c. 49), subsec. 15(1), applicable with respect to contracts Jast 
acquired after 1989. Subpara. 20(1)(c)(iv) formerly read: 


(iv) borrowed money used to acquire an interest.in an annuity 
contract to. which section 12.2 applies, except that, where.an- 
nuity payments have commenced under the contract in a pre- 
ceding taxation year, the amount of interest paid or payable in 
the year shall not be deducted to the extent that it exceeds the 
amount included under that section or under paragraph» . 
56(1)(d.1) of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in computing the. taxpayer’s in- 
come for the year with respect to the taxpayer’s interest inthe 
contract, 


Pre-RSC History: “Subpara. 20(1)(eN(iv) amended by 1990,'c. 39, 
subsec. 9(1), to substitute “section ‘12.2 applies” for “section 12.2 
applies, or would apply. if the contract had’a third anniversary in the 
year,” and “the taxpayer’s interest” for “this interest”, applicable (by 
subsec. 9(3), as ‘amended by 1991, c. 49,'s. ie with respect to 
contracts last acquired after 1989. 


Subpara. 20(1)(c)(iv) added by 1980-81-82-83, c, 140, subsec. 
12(1), applicable with respect to acquisitions occurring after June 
28, 1982. 


Selected Cases [para. 20(1)(c)]: 74712 Alberta v. MNR (for- 
merly. Cal-Gas), [1997] 2:C.T.C. 30 (FCA) (Use. of borrowed funds 
was to honour guarantee, not for use in business); Barbican Proper- 
ties Inc. v.. Canada; {1997] 1 .C.T.C.,2383 (FCA) (Deferred interest 
held to be. contingent and not deductible); Sherway Centre Ltd: v. 
Canada, [1996] 3 C.T.C. 2687 (TCC) (“Participating” interest. was 
not “interest’’); Hudson Bay.Mining Smelting Co. v. Canada, [1996] 
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2 C.T.C. 2245D (TCC) (Payment for accrued interest is for an ex- 
pectancy to receive interest and is not itself interest); Ludco Enter- 
prises Ltd. v. Canada, [1996] 3 C.T.C. 74 (FCA) (Previous treat- 
ment by Minister not binding); Redclay Holdings Ltd. v. Canada, 
[1996] 2 C.T.C. 2347 (TCC) (Deduction disallowed in respect of 
particular year since obligation to pay was contingent, although 
eventually absolute); Tennant v. MNR, [1996] 1 C.T.C. 290 (SCC) 
(Deductibility of interest not related to value of property acquired, 
especially replacement property, but to original purpose of loan); 
Canwest Broadcasting Ltd. v. Canada, [1995] 2 C.T.C: 2780 (TCC) 
(Interest incurred for purpose of gaining access to tax losses of un- 
related company not deductible); Joy v...Canada, [1995] 1 C.T.C. 
2834 (TCC) (Reference to draft legislation not permitted as. guide to 
interpretation); Ludmer (D.) v. MNR, [1993] 2.C.T.C. 2494 (TCC) 
(Interest on money borrowed to acquire shares in non-resident cor- 
poration not deductible where dividends not expected to exceed in- 
terest costs; interest.on money borrowed to earn capital gains not 
deductible); Mark Resources Inc. v. Canada, [1993] 2-C.T.C. 2259 
(TCC) (Interest on money borrowed to contribute capital to foreign 
affiliate for latter to earn investment income and use foreign tax 
losses not deductible; “income” means gross revenue from use of 
money; “reasonable amount’ of interest need not exceed revenue); 
Morscher (A.A.) v. MNR, [1992].2-C.T.C. 2534 (TCC) (Interest. on 
money used by lawyer to finance work in progress deductible); Gre- 
nier-v. MNR, [1992] 1 C.T.C. 2703 (TCC); appealed to FCTD. (May 
22, 1992), File T-1193-92 (Taxpayer allowed to.deduct interest only 
on portion of loan used to earn income); Kalef v. MNR, [1992] 1 
C.T.C. 2771 (TCC) (Interest on loan for share, purchase deductible 
only for year of purchase); Goulard,v. MNR, [1992].1 C.T,C. 2396 
(TCC) (Interest expenses in respect,of share purchase arose from 
legal obligation.to repay borrowed money for purpose of earning 
income); The: Queen v. Attaie, [1990] 2-C.T.C. 157 (FCA) (Deduct- 
ibility determined by current use of borrowed money, not original 
use); Holotnak v..The Queen, [1990] 1 C.T.C. 13 (FCA) (Deduction 
of interest disallowed when mortgage funds used to purchase. resi- 
dence); Malik v. MNR, [1989] 1 C.T.C. 316 (FCTD) (Amounts paid 


with respect to debts when insufficient connection to employment 


not deductible); Bowater Canadian Ltd. v..The Queen, [1987] 2 
C.T.C. 47 (FCA); leave to appeal to SCC refused (sub nom. Bo- 


water Can, Ltd. v. MNR) (1987), 86 NR 265 (note) (Holding com-. 


pany rendering technical and administrative services to subsidiaries 
disallowed interest deduction when not in business of financing); 
The Queen v. Bronfman Trust, [1987} 1 C.T.C. 117 (SCC) (Rele- 
vancy of current use rather than original use of borrowed funds 
when assessing deductibility of interest payments); Emerson v. The 
Queen, [1986] 1 C.T.C. 422 (FCA); leave to appeal to SCC refused 
[1986] 1 SCR vii and: 70 NR 160n (June 12, 1986) (Interest disal- 
lowed where money borrowed to repay previous loan on shares no 
longer owned); The Queen v. Terra Mining. & Exploration Ltd. 
(NPL), [1984] C.T.C. 176 (FCTD) (Accounting method used in fi- 
nancial statements must be the same for interest expense claims); 
Sternthal v. The Queen, [1974] C.T.C. 851 (FCTD) (Interest paid on 
borrowed money subsequently loaned interest-free to children not 
deductible); MNR v. Mid-West Abrasive Co. of Canada Ltd:, {1973} 
C.T.C. 548 (RFCTD) (Interest payments. on borrowed money not de- 
ductible prior to.year in which money used); Trans-Prairie Pipe- 
lines Ltd. vy. MNR, (1970) C.T.C. 537 (Exch) (Interest and legal ex- 
penses deductible on money borrowed to redeem preferred shares); 
DWS Corp. v. MNR, [1968] C.T.C. 65: (Exch); aff’d [1969]. C.T.C. 
vi (SCC) (Interest on money borrowed from subsidiary and loaned 
to another disallowed when loan not made for purpose of earning 
income). 


Regulations: 201(1)(b) (information return). 


Interpretation Bulletins: IT-80: Interest on money borrowed to 
redeem shares or pay dividends; IT-104R2: Deductibility of fines or 
penalties; IT-121R3: Election to capitalize cost of borrowed money; 
IT-153R3: Land developers — subdivision and development costs 
and carrying charges on land; IT-232R2: Non-capital losses, net 
capital losses, restricted farm losses, farm losses and limited part- 
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nership losses — their composition and deductibility in computing 
taxable income; IT-265R3: Payments of income and capital com- 
bined; IT-315: Interest expense incurred for the purpose of winding- 
up or amalgamation; IT-341R3: Expenses of issuing or selling 
shares, units in a trust, interests in a partnership or syndicate, and 
expenses of borrowing money; IT-355R2: Interest on loans to buy 
life insurance policies and annuity contracts, and interest on policy 
loans; IT-362R: Patronage dividends; IT-421R2: Benefits to indi- 
viduals, corporations and shareholders from loans or debt; IT-445: 
Deduction of interest on borrowed funds which are loaned at less 
than a reasonable rate; IT-488R2: Winding-up of 90%-owned taxa- 
ble Canadian corporations; IT-498: Deductibility of interest on 
money borrowed to reloan to employees or shareholders. 


Information Circulars: 88-2, paras. 19, 20: General anti-avoid- 
ance rule — section 245 of the Income Tax Act; 88-2, Supplement, 
para. 5: General anti-avoidance rule. 


1.T. Technical News: No. 3 (loss utilization within a corporate 
group; use of a partner’s assets by a partnership). 


Advance Tax Rulings: ATR-4: Exchange of interest rates; ATR- 
14: Non-arm’s length interest charges; ATR-16: Inter-company div- 
idends and interest expense; ATR-41: Convertible preferred shares; 
ATR-43: Utilization of a non-resident-owned investment corpora- 
tion as a holding corporation; ATR-44: Utilization of deductions 
and credits within a related corporate group; ATR-59: Financing ex- 
ploration and development through limited partnerships. 


Forms: T2210: Verification of policy loan interest by the insurer. 


(d) compound interest — an amount paid in 
the year pursuant to a legal obligation to pay in- 
terest on an amount that would be deductible 
under paragraph (c) if it were paid in the year or 
payable in respect of the year; 
Related Provisions: 18(11) — Limitation; 20(2.1) — Limitation; 
20(2.2) — Life insurance policy; 21(1)-(4) — Cost of borrowed 
money; 67.2 — Interest on money borrowed for passenger vehicle; 
67.3 — Limitation re motor’ vehicle expenses; 127.52(1)(b), (c), 
(c.2), (e.1) — Limitation on deduction for minimum tax purposes; 
138(5)(b) — Insurers — limitation; 248(1) — “Borrowed money”. 
See additional Related provisions and Definitions at end of s. 20. 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-355R2: Interest on loans to buy life insurance 
policies and annuity contracts, and interest on policy loans; IT- 
362R: Patronage dividends. ° 


' Advance Tax Rulings: ATR-4: Exchange of interest rates. 


Forms: T2210: Verification of policy loan interest by the insurer. . 


(e) expenses re financing — such part of an 
amount that is not otherwise deductible in com- 
puting the income of the taxpayer and that is an 
expense incurred in the year or a preceding taxa- 
tion. year . 
(i) in the course of an issuance or sale of units 
of the taxpayer where the taxpayer is a unit 
trust, of interests in a partnership or syndicate 
by the partnership or syndicate, as the case 
may be, or of shares of the capital stock of the 
taxpayer, 
(ii) in the course of a borrowing of money 
used by the taxpayer for the purpose of earn- 
ing income from a business or property (other 
than money used by the taxpayer for the pur- 
pose of acquiring property the income from 
which would be exempt), | 


(11.1) in the course of incurring indebtedness 
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that is an amount payable for property ac- 
quired for the purpose of gaining or producing 
income therefrom or for the purpose of gain- 
ing or producing income from a business 
(other than property the income from which 
would be exempt or property that is an interest 
in a life insurance policy), or, 


(11.2) in the course of a rescheduling or re- 
structuring of a debt obligation of the taxpayer 
or an assumption of a debt obligation by the 
taxpayer, where the debt obligation is 


(A) in respect of a borrowing described in 
subparagraph (ii), or 


(B) in respect of an amount payable de- 
scribed in subparagraph (11.1), 


and, in the case of a rescheduling or restruc- 
turing, the rescheduling or restructuring, as 
the case may be, provides for the modification 
of the terms or conditions of the debt obliga- 
tion or the conversion or substitution’ of the 
debt obligation to or witha share or another 
debt obligation, 


(including a. commission, fee or other amount 
paid or payable for or on account of services ren- 
dered by a person as a salesperson, agent or 
dealer in securities in the course of the issuance, 
sale or borrowing, but not including any amount 
that is a payment described in paragraph 
18(9.1)(c) or (d) nor any amount paid or payable 
as or on account of the principal amount of the 
indebtedness or as or on account of interest) that 
is the lesser of 
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(111) that proportion of 20% of the expense that 
the number of days in the year is of 365 and 


(iv) the amount, if any, by which the expense 
exceeds the total of all amounts deductible by 
the taxpayer in respect of the expense in com- 
puting the taxpayer’s income for a. preceding 
taxation year,: | 


and, for the purposes of this paragraph, 


(v) where in a taxation year all debt obliga- 
tions in respect of a borrowing described in 
subparagraph (ii) or in respect of indebtedness 


described in subparagraph (ii.1) are settled or 


extinguished (otherwise than in a transaction 
made as part of a series of borrowings or other 
transactions and repayments), by the taxpayer 
for consideration that does not include any 
unit, interest, share or debt obligation of the 
taxpayer or any person with whom the tax- 
payer does not deal at arm’s length or any 
partnership or trust of which the taxpayer or 
any person with whom the taxpayer does not 
deal at arm’s length is a member or benefici- 
ary, this paragraph shall be read without refer- 
ence to the words “the lesser of’ and.to. sub- 
paragraph (iii), and 


(vi) where a partnership has ceased to exist at 
‘any particular time in a fiscal period of the 


partnership, 


(A) no amount may be deducted by the 
partnership under this paragraph in com- 
puting its income for the period, and 


(B) there may be deducted for a taxation 
year ending at or after that time by any 
person or partnership that was a member 
of the partnership immediately before that 
time, that proportion of the amount that 
would, but for this subparagraph, have 
been: deductible under this paragraph by 
the partnership in the fiscal period ending 
in the year had it continued to exist and 
had the partnership interest not been re- 
deemed, acquired or cancelled, that the fair 
market value of the member’s interest in 
the partnership immediately before that 
time is of the fair market value of all the 
interests in the partnership immediately 
before that time; 


Related Provisions: 18(11) — Limitation; 20(1)(e.1) — Deduc- 
tion for annual fees, etc.; 20(1)(e.2) — Premiums on life, insurance 
used as collateral; 20(3) — Use of borrowed money; 21(1)-(4) — 
Cost of borrowed money; 53(2)(c)(x) — Deduction from adjusted 
cost base of partnership interest; 87(2)(j.6) — Amalgamations — 
continuing corporation; 110.6(1) — “investment expense”; 
127.52(1)(b), (c), (c.2), (e.1) — Limitation on deduction for mini- 
mum tax purposes; 248(1) — “Borrowed money”; 248(10) — Se- 
ries of transactions. See additional Related provisions and Defini- 
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tions at end of s. 20. 


History: That portion of para. 20(1)(e) between subparas. (ii) and | 


(iii) (subparas. (11-1) and (ii.2) being added) substituted by 1994, c. 
21, subsec. 12(1), applicable to expenses incurred after 1987. That 
portion of the para. formerly read: 


(including a commission, fee or other amount paid or payable 
for or on account of services rendered by a person-as a sales- 
man, agent or dealer in securities in the course of the issu- 
ance, sale or borrowing, but not including any amount paid or 
payable as or on account of the principal’amount of the in- 
debtedness or as or on account of interest) that is the lesser of, 


Subpara. 20(1)(e)(v) substituted by 1994, ¢ 21, subsec. 12(2), appli- 
cable to expenses incurred after 1987. That subpara. formerly read: 


(v) where in a taxation year all debt obligations in respect of a 
borrowing are settled or extinguished (otherwise than in a 
transaction made as part of a series of borrowings or other 
transactions and repayments) by the taxpayer for considera- 
tion that does not include any unit, interest, share or debt obli- 
gation of the taxpayer or any person with whom the iaxpayer 
does not deal at arm’s length or any: partnership or‘trust of 
which ‘the taxpayer or any person with whom the taxpayer 
does not deal at arm’s length is a member or beneficiary, this 
paragraph shall be read without reference to the words “the 
lesser of” and to subparagraph (iii), and 


Pre-RSC History: Para. 20(1)(e) substituted by 1988, c. 55, sub- 
sec. 12(2), applicable to expenses incurred after 1987 in respect of 
issuances, sales and borrowings occurring after 1987. Para. (e) for- 
merly read: 


(e) expenses of issuing or selling units, interests or 
shares or borrowing money — an expense incurred in the 
year 


(i) in the course of issuing or selling units of the taxpayer 
where the taxpayer is a unit trust, interests in a partner- 
ship or syndicate by the partnership of syndicate, as the 
case may be, or shares of the capital stock ‘of the tax- 
payer, or 


(ii) in the course. see borrowing money a by the tax- 
payer for the purpose of earning income from a business 
or property (other than money used by the taxpayer for 
the purpose of acquiring property the income from which 
would be exempt), . 


including a.commission, fee or other amount paid or payable 
for or on account of services rendered by a person as a sales- 
man, agent or dealer in securities in the course of issuing or 
selling the units, interests or shares or borrowing the money, 
but not including any amount paid or payable as or on ac- 
count of the principal amount of the indebtedness or as or on 
» account of interest; 


Para. 20(1)(e) substituted by 1979, c. 5, subsec. 11); applicable to 


amounts paid or payable after November 16, 1978. Para. (e) for- 


merly read: Revel rrry 
(e) an expense incurred: in the years 


(i) in the course of issuing or séllifig shares of the capital 
stock of the taxpayer, or 


(it) in the course of borrowing money used by the tax- 
payer for the purpose of earning income from a business 
or property (other than money used by the taxpayer for 
the purpose of acquiring property the income from which * 
would be exempt), 


bu 


_— 


not including any amount in-respect of 


(111) a commission or bonus paid or payable to a person to 
whom the shares were issued or sold or from whom the. 
money was borrowed, or for or ‘on account of services 
rendered by a person as a salesman, agent or dealer in: 
securities in the course of issuing or selling the shares or 
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borrowing, the money; or 

(iv) an: amount: paid or payable as or,on account of the 
principal amount of the indebtedness incurred in the 
course of borrowing the money, or as or on account of 
interest; 


Selected Cases [para. 20(1)(e)]: Harrowston Corp. v. Canada, 
[1997] 1 C.T.C. 101 (FCA) (Liability to pay tax, did not result in 
deductible bad debt); Sherway Centre Ltd. v. Canada, [1996] 3 
C.T.C. 2687 (TCC) (“Participating” interest was not, “‘interest’”); 
228262 Alberta Ltd. v. MNR, [1996] 1.C.T.C..2416 (TCC) (Price 
rectification was eligible capital expenditure, not current expense or 
cost of borrowing); The Queen v. Royal Trust Corp. of Canada, 
[1983] C.T.C. 159 (FCA) (Commission payable to broker in the 
course of public issue was eligible capital expenditure); MNR v. 
Yonge-Eglinton Building Ltd., [1974] C.T.C. 209 (FCA) (Payments 
incidental to borrowing of money under financing agreement for 
construction’ of building deductible); Riviera Hotel Co, Ltd. v. MNR, 
[1972] C.T.C. 157 (FCLD)(Bonus to: discharge loan not deducti- 
ble); Trans-Prairje Pipelines Ltd. v. MNR, [1970] C.T.C. 537 
(Exch) (Interest and legal expenses deductible on money borrowed 
to redeem preferred shares). 


Interpretation Bulletins: [T-99R4: Legal and accounting fees; 
IT-121R3: Election to capitalize cost of borrowed money; IT- 
143R2: Meaning of “eligible capital expenditure”; IT-341R3: Ex- 
penses of issuing or selling shares, units ina trust, interests in a 
partnership or syndicate, and expenses of borrowing money. 
Advance Tax Rulings: ATR-49: Long-term foreign debt; ATR- 
a: Financing exploration and Sa ys fea through limited 
partnerships. 
(e.1) annual fees, etc. — an amount payable 
by the taxpayer (other than a payment that is con- 
‘tingent or dependent on the use of, or production 
from, property or is computed by reference to 
revenue, profit, cash flow, commodity price or 
_any other similar criterion or by reference to divi- 
dends paid or payable to shareholders of any 
class of shares of the capital stock of a corpora- 
tion) as a standby charge, guarantee fee, registrar 
fee, transfer agent fee, filing fee, service fee or 
~ any similar fee, that can reasonably be considered 
to relate solely to the year and that is incurred by 
the taxpayer 


(1) for the purpose of borrowing money to be 
used by the taxpayer for the purpose of earn- 
ing income from a business or property (other 
than borrowed money used by the taxpayer 
for the purpose of acquiring property the in- 
come from which would be exempt income), 
(ii) in the course of incurring indebtedness 
that is an amount payable for property ac- 
quired for the purpose of gaining or producing 
income therefrom or for the purpose of gain- 
ing or producing income from a business 
(other than property the income from which 
would be exempt r property that is an interest 
in a life insurance policy), or 


-.(iii) for the purpose of rescheduling or restruc- 
turing a debt obligation of the taxpayer or an 
assumption: of a debt obligation by the tax- 
payer, where the debt obligation is 

(A) in respect of a borrowing described in 
subparagraph (i), or 
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(B) in respect of an amount payable de- 
scribed in subparagraph (11), 


and, in the case of a rescheduling or restructuring, 
the rescheduling or restructuring, as the case may 
be, provides for the modification of the terms or 
conditions of the debt obligation or the conver- 
sion or substitution of the debt obligation to or 
with a share or another debt obligation. 
Related Provisions: 18(11) — Limitation; 20(3),— Use of bor- 
rowed money; 21 — Cost of borrowed money; 87(2)(j.6) — Amal- 
gamations — continuing corporation; 110.6(1) — “investment ex- 
pense”; 127.52(1)(b), (c), (c.2), (e.1) — Limitation on deduction for 
minimum tax purposes; 248(1) — “Borrowed money”. See addi- 
tional Related provisions and Definitions at end of s. 20. 


History: Para. 20(1)(e.1) substituted by 1994, c. 21, subsec. 12(3), 

applicable to expenses incurred after 1987. That para. formerly 

read: 
(e.1) annual fees, etc. — an amount payable by the taxpayer 
(other than a payment that is contingent or dependent upon 
the use or production from property or is computed by refer- 
ence to revenue, profit, cash flow, commodity price or any 
other similar criterion or by reference to dividends paid or 
payable to shareholders of any class of shares of the capital 
stock of a corporation) .as a standby charge, guarantee fee, 
registrar fee, transfer agent fee, filing fee, service fee or any 
similar fee, that may reasonably be considered to relate solely 
to the year and that relates to money borrowed by the tax- 
payer and used by the taxpayer for the purpose of earning in- 
come from a business or property (other than money used by 
the taxpayer forthe purpose of acquiring property the income 
from which would be exempt); 


Pre-RSC History: Para. 20(1)(e.1) added by 1988, c. 55, subsec. 
12(2), applicable to expenses incurred after 1987 in respect of issu- 
ances, sales and borrowings occurring after 1987. 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-341R3: Expenses. of issuing or selling shares, 
units in a trust, interests in a partnership or syndicate, and expenses 
of borrowing money. 


Advance Tax Rulings: ATR-49: Long-term foreign debt. 


(e.2) premiums on life insurance used as 
collateral — such portion of the lesser of 


(i) the premiums payable by the taxpayer 
under a life insurance policy (other than an 
annuity contract) in respect of the year, where 


(A) an interest in the policy is assigned to 
a restricted financial institution in the: 
course of a borrowing from the institution, 
(B) the interest payable in respect of the 
borrowing is or would, but for subsections 
18(2) and (3.1) and sections 21 and 28, be 
deductible in computing the taxpayer’s in- 
come for the year, and 


(C) the assignment referred to in clause 


(A) is required by the institution as collat- 


eral for the borrowing 
and 


(ii) the net cost of pure insurance in respect of 
the year, as determined in accordance with the 
regulations, in respect of the interest in the 
policy referred to in clause (i)(A), 


S. 20() (Gi) 


as can reasonably be considered to relate to the 
amount owing from time to time during the year 
by the taxpayer to the institution under the 
borrowing; 


Related Provisions: 127.52(1)(b), (c), (c: 2), (e.1) — Limitation 
on deduction for minimum tax purposes. 


History: Para. 20(1)(e.2) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 15(2), applicable with respect to premiums payable after 
1989. 


Regulations: 308 (net cost of pure insurance). 


Interpretation Bulletins: IT-309R2: Premiums on life insurance 
used as collateral; IT-341R3: Expenses of issuing or selling shares, 
units in a trust, interests in a partnership or syndicate, and expenses 
of borrowing money. 3 


(f) discount on certain obligations — an 
amount paid in the year in satisfaction of the 
principal amount of any bond, debenture, bill, 
note, mortgage or similar obligation issued by the 
taxpayer after June 18, 1971 on which interest 
was stipulated to be payable, to the extent that the 
amount so paid does not exceed, 


(i) inany case where the obligation was issued 
for an amount not less than 97% of its princi- 
pal amount, and the yield from the obligation, 
expressed in terms of an annual rate on the 
amount. for which the. obligation was issued 

-. (which annual rate shall, if the terms: of the 
obligation or any agreement relating thereto 
conferred on its holder a right to demand pay- 
ment of the principal amount of the obligation 
or the amount outstanding as or on account of 
its principal amount, as the case may be, 
before the maturity of the obligation, be calcu- 
lated on the basis of the yield that produces 
the highest annual rate obtainable either on 
the maturity of the obligation or conditional 
on the exercise of any such right) does not ex- 
ceed */3 of the interest stipulated to be payable 
on the obligation, expressed in terms of an an- 
nual rate on 


(A) the principal amount of the obligation, 
if no amount is payable on account of the 
principal amount before the maturity of the 
obligation, or 


(B) the amount outstanding from time to 
time as or on account of the principal 
amount of the obligation, in any other 
case, : 


the amount by which the lesser of the princi- 
pal amount of the obligation and all amounts 
paid in the year or in any, preceding year in 
satisfaction of its principal amount exceeds 
the amount for which the obligation was is- 
sued, and 


(ii) in any other case, */4 of the lesser of the 
amount so paid and the amount by which the 
lesser of the principal amount of the obliga- 
tion and all amounts paid in the year or in any 
preceding taxation year in satisfaction of its 
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principal amount exceeds the amount for 
which the obligation was issued; 
Related Provisions: 18(1)(f) — Payments on discounted bonds; 
18(11) — Limitation; 110.6(1) — “investment expense”; 
127.52(1)(b), (c), (c.2), (e.1) — Limitation on deduction for. mini- 
mum tax purposes. See additional Related provisions and_ Defini- 
tions at end of s. 20. 
Pre-RSC History: Subpara. 20(1)(f)(ii) amended by 1988, c. 55, 
subsec. 12(3), to substitute “’/s” for “'/2” and “any preceding taxation 
year” for “any preceding year”, applicable to taxation years. and fis- 
cal periods ending after 1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to “/s” shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to “7/4” shall, 
in respect of the corporation for the year, be read as a reference 
to the fraction determined in the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the reference to “/” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the 
aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii), that proportion of 7/3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year. 


All that portion of para. 20(1)(f) following clause (i)(B) substituted 
by 1973-74, c. 14, s. 5, applicable to 1972 et seq. 


Interpretation Bulletins: IT-341R3: Expenses of issuing or sell- 
ing shares, units in a trust, interests in a partnership or syndicate, 
and expenses of borrowing money. 


(g) share transfer and other fees — where 
the taxpayer is a corporation, 


(1) an amount payable in the year as a fee for 
services rendered by a person as a registrar of 
or agent for the transfer of shares of the capi- 
tal stock of the taxpayer or as an agent for the 
remittance to shareholders of the taxpayer of 
dividends declared by it, 


(11) an amount payable in the year as a fee to a 
stock exchange for the listing of shares of the 
capital stock of the taxpayer, and 


(iii) an expense incurred in the year in the 
course of printing and issuing a financial re- 
port to shareholders of the taxpayer or'to any 
other person entitled by law to receive the 
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report; 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Selected Cases [para. 20(1)(g)]: Boulangerie St-Augustine Inc. 
v. Canada, [1995] 2 C.T.C. 2149. (TCC) (Cost of shareholder.com- 
munications on take-over bid deductible). 


(h), (i) [Repealed under former Act] 


Pre-RSC History: Paras. 20(1)(h), (i) repealed by 1984, c. 45, 
subsec. 10(1), applicable in respect of bills drawn after June 1984. 
Paras. 20(1)(h), (i) formerly read: 


(h) certification fee paid to bank — an amount payable by 
the taxpayer in the year as a fee to a bank to which the Bank 
Act or the Quebec Savings Banks Act applies for the certifica- 
tion of a non-interest-bearing post-dated bill drawn by the — 
taxpayer on the bank and payable not more than 366 days 
from the date of the certification; 


(i) sale of bill — where a bill described in paragraph (h) that 
was drawn by the taxpayer has been sold by the taxpayer in 
the year, the amount, if any, by which the principal amount of 
the bill exceeds the consideration paid by the purchaser to the 
taxpayer for the bill so sold; 


Para. 20(1)(h) substituted by 1980-81-82-83, c. 48, subsec, 10(1), 
applicable with respect to amounts becoming payable after Decem- 
ber 11, 1979, to substitute “366” for “90”. 


(j) repayment of loan by shareholder — 
such part of any loan or indebtedness repaid by 
the taxpayer in the year as was by virtue of sub- 
section 15(2) included in computing the tax- 
payer’s income for a preceding taxation year (ex- 
cept to the extent that the amount of the loan or 
indebtedness was deductible from the taxpayer’s 
income for the purpose of computing the tax- 
payer’s taxable income for that preceding taxa- 
tion year), if it is established by subsequent 
events or otherwise that the repayment was not 
made as part of a series of loans or other transac- 
tions and repayments; 


Related Provisions: 20(3)— Use of borrowed money; 
110.6(1) — “investment expense”; 227(6:1) — Repayment of loan 
by shareholder when shareholder is non-resident; 248(10) — Series 
of transactions. See Related provisions and Definitions at end of s. 
20. 


Pre-RSC History: Para. 20(1)(j) substituted by 1980-8 1-82-83, c. 
140, subsec. 12(2), applicable to 1982 et seg. Para. 200D@) formerly 
read: 


~ (j) such part of any loan repaid by the taxpayer in the year as 
oy: ‘was by subsection 15(2) required to be included in computing 
the income of the taxpayer for a previous year (except to the 
extent that the amount of the loan was deductible from the 
taxpayer’s income for the purpose of computing his taxable 
income for that previous year), if it is established by subse- 
quent events or otherwise that the repayment was not made as 
part of a series of loans and repayments; 


Interpretation Bulletins: IT-!19R3: Loans to shareholders and 
certain persons connected to shareholders. 


I.T. Technical News: No. 3 (paragraphs 15(2)(b) and 20(1)(j)). 


(k) [Repealed under former Act] 


Pre-RSC History: Para. 20(1)(k) repealed by 1988, c. 55, subsec. 
12(4), applicable with respect to amounts paid or payable after June 
1988. (See subsec. 16(1) as amended by 1988, c. 55). Para. 20(1)(k) 
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formerly read: 


(k) combined income and capital —such part of a 
_ payment 


(i) repaying borrowed money used for the purpose of 
earning income from a business or property (other than 
borrowed money used to acquire property the income 
from which would be exempt), or 

(ii) for property acquired for the purpose of gaining or 
producing income therefrom or for the purpose of gain- 
ing or producing income from a business (other than 
property the income from which would be exempt), 


made by the taxpayer in the year as is by subsection 16(1) 
required to be included in ei ore the’ sea in s income 
for a taxation year; 

(1) reserve for doubtful debts — a reserve 
determined as the total of 


(A) the prescribed reserve amount for the 
taxpayer for the year, and 


(B) in respect of doubtful loans or lending 
assets for which an amount was not de- 
ducted for the year by reason of clause (A) 
(in this clause referred to as the “loans”), 

the lesser of 


(i)'a reasonable amount in respect of doubtful 
debts that have been included in computing 
the income of the taxpayer for that year or a 
preceding year, and 


(ii) an amount in respect of doubtful loans or 
lending assets of a taxpayer who was an in- 
surer or whose ordinary business included the 
lending of money, made or acquired by the 
taxpayer in the ordinary course of the tax- 
payer’s business of insurance or the lending of 
money, equal to the total of 


(1) a reasonable amount as a reserve for 
the loans in respect of the amortized 
cost of the loans to the taxpayer at the 
end of the year, and 


(II) the product obtained when the total 
of . 


1. that part of the reserve for the 
loans reported in the financial state- 
ments of the taxpayer for the year 
that is in respect of the amortized 
cost to the taxpayer at the end of the 
year of the loans, and 


2. the total of all amounts included 
in computing the taxpayer’s income 
under subsection 12(3) for the year 
or a preceding taxation year to: the 
extent that those amounts reduced 
the part of the reserve referred to in 
sub-subclause 1 
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the new rules for debt obligations held by 


is multiplied by one minus the pre- 
scribed recovery rate, 


or such lesser amount as the taxpayer may 
claim where the lesser amount is the total of a 
percentage of the amount determined under 
clause (A) and the same percentage of the 
amount determined under clause (B); 


Related Provisions: 12(1)(d)— Income inclusion in following 
year; 18(1)(s) — Limitation on deduction by insurer or money 
lender; 20(1)(p) — Bad debt deduction; 20(27) — Non-arm’s length 
acquisition of loan or lending asset; 22(1) — Sale of accounts re- 
ceivable; 34.2(2)(c) — Maximum reserve deemed claimed for pur- 
poses of 1995 stub period income; 79.1(8)— No deduction for 
principal amount of doubtful debt where property seized by credi- 
tor; 87(2)(g) — Amalgamations — reserves; 87(2)(h) — Amalga- 
mations — debts; 87(2.2)— Amalgamation of insurance corpora- 
tions; 88(1)(g) — Winding-up of subsidiary insurance corporations; 
111(5.3) — Doubtful debts and bad debts; 138(5)(a) — Deductions 
not allowed; 138(11.31)(b) —-Change in use rule for insurance 
properties does not apply for purposes of 20(1)(I); 142.3(1)(c) — 
Amount deductible in respect of specified debt obligation; 
149(10)(a.1) — Exempt corporations; Reg. 2405(3)“gross Canadian 
life investment income’’(d), (1) — Inclusion in life insurer’s income 
for following year. See additional Related provisions and Defini- 
tions at end of s. 20. 


Pre-RSC History: Par, 20(1)(1) substituted by 1988, c. 55, sub- 
sec. 12(5), applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987. Para. (1) formerly read: 


(1) a reasonable amount as a reserve for 


(i) doubtful debts that have been included in computing 
the income of the taxpayer for that year or a previous 
year, and 


(11) doubtful debts arising from loans made in the ordi- 
nary course of business by a taxpayer part of whose ordi- 
nary business was the lending. of money; 


Selected Cases [para. 20(1)(I)]: Stokesly Ltd. v. MNR, [1996] 3 
C.T.C. 2928 (TCC) (Change in structure of business did not alter 
character of business or character of inventory); Monaghan v. Can- 
ada, [1996] 2. C.T.C. 2169 (TCC) (Significant events occurring well 
after year-end do; not affect determination of bad debt); Rostland 
Corp. v. Canada, [1995] 2 C.T.C. 2276 (TCC) (Interest income in 
heavily Jeveraged real estate venture was income from an active 
business and not FAPI); Remington v. Canada, [1995] 1 C.T.C. 9 
(FCA) (Reserve allowed where conduct of taxpayer was adventure 
in nature of trade); Gibraltar Mines Ltd. v. The Queen, [1983] 
C.T.C. 261 (FCA) (Agreement that taxpayer would mine adjacent 
property; costs transferred to adjacent. owner attributed to trading 
debts; reserve permitted). 


Regulations: 8000 (prescribed reserve amount). 
i.T. Application Rules: 23(5)‘investment interest”. 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-188R: 
Sale of accounts receivable; IT-291R2: Transfer of property to a 
corporation under subsection 85(1); IT-302R3: Losses of a corpora- 
tion — the effect that acquisitions of control, amalgamations, and 
windings-up have on their deductibility — after January 15, 1987; 
IT-345R: Special reserve — loans secured by mortgages; IT-442R: 
Bad debts and reserve for doubtful debts; IT-505: Mortgage foreclo- 
sures and conditional sales repossessions. 
Advance Tax Rulings: ATR-6: Vendor reacquires business as- 
sets following default by purchaser. 


(1.1) reserve for guarantees, etc. — a reserve 


in respect of credit risks under guarantees, indem- 
nities, letters of credit or other credit facilities, 
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bankers’ acceptances, interest rate or currency 
swaps, foreign exchange or other future or option 
contracts, interest rate protection agreements, risk 
participations and other similar instruments or 
commitments issued, made or assumed by a tax- 
payer who was an insurer or whose ordinary busi- 
ness included the lending of money in favour of 
persons with whom the taxpayer deals at arm’s 
length in the ordinary course of the taxpayer’s 
business of insurance or the lending of money, 
equal to the lesser of 


(i) a reasonable amount as a reserve for credit 
risk losses of the taxpayer expected to arise 
after the end of the year under or in.respect of 
such instruments or commitments, and 


(ii) the product obtained when the reserve for 
credit risk losses of the taxpayer expected to 
arise after the end of the year under or in re- 
spect of such instruments or commitments re- 
ported in the financial statements of the tax- 
payer for the year is multiplied by one minus 
the prescribed recovery rate, 


or such lesser amount as the taxpayer may. claim; 
Related Provisions: 12(1)(d.1) — Income inclusion in following 
year; 20(27)— Non-arm’s length acquisition of loan or Jending as- 
sets; 34.2(2)(c) — Maximum reserve deemed claimed for purposes 
of 1995 stub period income; 87(2)(g) — Amalgamations — 
reserves; 87(2)(h) — Amalgamation — debts; 87(2.2) — Amalga- 
i i Winding-up of sub- 
sidiary insurance corporations; 149(10)(a.1) —Exempt corpora- 
tions. See additional Related provisions and Definitions at end of s. 
20. 


Pre-RSC History: Para. 20(1)(1.1) added by 1988, c. 55, subsec. 
12(5), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. 


Regulations: 8001 (prescribed recovery fate 


(m) reserve in respect of certain’ goods 
and services — subject to subsection (6), 
where amounts described in paragraph 12(1)(a) 
have been included in computing the taxpayer’s 
income from a business for the year or a previous 
year, a reasonable amount as a reserve in pepe 
of 


(i) goods that it is reasonably anticipated will 
have to be delivered after the end of the year, 
(ii) services that it is reasonably anticipated 
will have to be rendered after the end of the 
year, 


(iii) periods for which rent or other amounts 
for the possession or use of land or pales 
have been paid in advance, or 


(iv) repayments under arrangements or under- 
standings of the class described in subpara- 
graph 12(1)(a)(a1) that it is reasonably antici- 
pated will have to be made after the end of the 
year on the return or resale to the taxpayer of 
articles other than bottles; 


Related Provisions: |2(1)(e)(i) — Income inclusion in following 
year; 20(6) — Special reserves; 20(7) — Where 20(1)(m) does not 
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apply; 20(24) — Amounts paid for undertaking future obligations; 
32(1) — Insurance agents and brokers; 34 — Professional business; 
34.2(2)(c) — Maximum reserve deemed claimed for purposes of 
1995 stub period income; 87(2)(g) — Amalgamations — reserves; 
149(10)(a.1) — Exempt corporations. See additional Related provi- 
sions and Definitions at end of s. 20. 


Selected Cases [para. 20(1)(m)]: Westcoast Petroleum Ltd. v. 
Canada, [1989] 1 C.T.C. 363 (FCTD) (Reserve cannot be claimed 
when no services are to be rendered); J.W. Baker Agency (1976) 
Ltd. vy. Canada, {1989] 1 C.T.C. 246 (FCA) (Portion of insurance 
commissions deductible when commissions earned over life of poli- 
cies); Sears Canada Inc. v. Canada, [1989] 1 C.T.C. 127 (FCA); 
leave to appeal to SCC refused (sub nom.Sears Can. Inc. v. MNR) 
(1989), 100 NR 160 (note) (Maintenance agreement for appliances 
constituted indemnity; reserves disallowed); Burrard Yarrows Corp. 
v. The Queen, [1988] 2 C.T.C. 90 (FCA) (Reserve on progress pay- 
ments permitted only on amounts earned in the year); Dixie Lee 
(Maritimes) Ltd. v.. The Queen, [1988] 1 C.T.C. 193 (FCTD) 
(Amount received pursuant to franchise agreement regarded as in- 
come when receivable). 


Interpretation Bulletins: IT-92R2: Income of contractors; IT- 


154R: Special reserves; IT-165R: Returnable containers; IT-215R: 
Reserves, contingent accounts; IT-246: Funeral directors — prepaid 
funeral costs; IT-261R: Prepayment of rents; IT-321R: Insurance 
agents and brokers — unearned commissions. 


(m.1) manufacturer’s warranty reserve — 
where an amount described in paragraph 12(1)(a) 
has been included in computing the taxpayer’s in- 
come from a business for the year or a preceding 
taxation year, a reasonable amount as a reserve in 
respect of goods or services that it.is reasonably 
anticipated will have to be delivered or rendered 
after the end of the year pursuant to an agreement 
for an extended warranty 


(i) entered into by the taxpayer with a person 
with whom the taxpayer was dealing at arm’s 
length, and 


(ii) under which the only obligation of the tax- 
payer is to provide such goods or services 
with respect to property manufactured by the 
taxpayer or by a corporation related to: the 
taxpayer, 


not exceeding that portion of the amount paid or 
payable by the taxpayer to an insurer that carries 
on an insurance business in Canada to insure the 
taxpayer’s liability under the agreement in. re- 
spect of an outlay or expense made.or incurred 
after December 11, 1979 and in respect of the pe- 
riod after the end of the year; 
Related Provisions: 12(1)(e)(i) — Income inclusion in following 
year; 20(24) — Amounts paid for undertaking future obligations; 
34.2(2)(c) — Maximum reserve deemed claimed for purposes of 
1995 stub period income; 87(2)(g), (j) — Amalgamations — 
reserves; 149(10)(a.1) — Exempt corporations. See. additional Re- 
lated. provisions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(m.1) added by 1980-81-82-83, c. 
140, subsec. 12(3), applicable to 1979 et seq. 


Interpretation Bulletins: IT-154R: Special reserves. 
(m.2) repayment of amount previously 
included in income — a repayment in the year 
by the taxpayer of an amount required by para- 
graph 12(1)(a) to be included in computing the 
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taxpayer's income from a business for the year or 
a preceding taxation year; 


Related Provisions: 87(2)(j) — Amalgamations. See additional , 
Related provisions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(m.2) added by 1984, c. 1, subsec. 
9(1), applicable to, 1982 et seq. 


Interpretation Bulletins: IT-154R: Special reserves. 


(n) reserve for unpaid amounts — where an 
amount included in computing the taxpayer’s in- 
come from the business for the year or for a pre- 
ceding taxation year in respect of property sold in 
the course of the business is payable to the tax-. 
payer after the end of the year and, except where 
the property is real property,.all or part of the 

- amount was, at the time of the sale, not due until 
at least 2 years after that time, a reasonable 
amount as a reserve in respect of such part of the 
amount as can reasonably be regarded as a por- 
tion of the profit from the sale; 


Related Provisions: 12(1)(e)(ii) — Income. inclusion. in follow- 
ing year; 20(8)— No deduction in certain circumstances; 
34.2(2)(c) — Maximum reserve deemed claimed for purposes of 
1995 stub period income; 66.2(2) — Deduction for cumulative Ca- 
nadian development expenses; 66.4(2) — Deduction for cumulative 
Canadian. oil and gas property expenses; 72(1)(a) — Reserves, etc., 
for year of death; 79.1(4), (6)(c) — Deemed amount where property: 
repossessed by creditor; 87(2)(g), (4), (ll) — Amalgamations — 
reserves; 88(1)(d)(i)(C) — Winding-up; 149(10)(a.1) — Exempt 
corporations. See additional Related provisions and Definitions at 
end of s. 20. 


History: Para. 20(1)(n) amended by’ 1995; c. 21, subsec. 6(1), ap- 
plicable to taxation years that end after February 21, 1994. Para. (n) 
formerly read: 


(n), reserve for amount not due, until later year — where 
an amount has been included in computing the taxpayer’s in- 
come from the business for the year or for a previous year in 
respect of property sold in the course of the business.and that 
amount or a part thereof is not due, 


(i) where the property sold is property other than land, 
until a day that is 


(A) more than 2 years after the day on which the 
property was sold, and 


(B) after the end of the taxation year, or 


(ii) where the property sold is land, until a day that is 
after the end of the taxation year, 


a reasonable amount as a reserve in respect of such part of the 
amount so included in computing the income as may reasona- 
bly be regarded as a portion of the profit from the sale; 


Pre-RSC History: All that portion of para. 20(1)(n) preceding 
subpara. (i) thereof substituted by 1974-75-76, c. 26, subsec. 8(1), 
applicable after November 18, 1974, to substitute “due” for 
“receivable”. oi 


Selected Cases [para. 20(1)(n)]: Odyssey Industries Inc. v. 
Canada, [1996] 2 C.T.C. 2401 (TCC) (Recaptured CCA is not 
profit from sale of assets; no reserve applicable where proceeds of 
disposition paid over time); The Queen v. Ennisclare Corp., 1984] 
C.T.C. 286 (FCA) (“Reasonable” amount as a reserve is determined 
in every case); Korvette Realties Ltd. v. The Queen, [1976] C.T.C. 
780 (FCTD) (Sum paid as commission for services to be rendered 
not subject to reserve); The Queen v. Esskay Farms Ltd., {1976} 
C.T.C. 24 (FCTD) (Trust company receiving proceeds of sale for its 
own benefit; reserve for amount not receivable permitted. Trust 
company not acting as agent; tax deferral permitted); MNR v. 
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Colford (John) Contracting Co. Ltd., [1962] C.T.C. 546 (SCC) 
(Construction holdbacks deductible until architect’s or engineer’s fi- 
nal certificate issued). 

Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-123R5: 
Transactions involving eligible capital property; IT-152R3: Special 
reserves — sale of land; IT-154R: Special reserve; IT-345R: Special 


reserves — loans secured by mortgages; IT-436R: Reserves — — 


where promissory notes are included in disposal proceeds; IT-442R: 
Bad debts and reserve for doubtful debts; IT-505: Mortgage foreclo- 
sures and conditional sales repossessions. 


Information Circulars: 88-2, para. 24: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Forms: T2069: Election in respect of amounts not deductible as 
reserves for the year of death. 


(o) reserve for quadrennial survey — such 
amount as may be prescribed as a reserve for ex- 
penses to be incurred by the taxpayer by reason 
of quadrennial or other special surveys required 
under the Canada Shipping Act, or the regula- 
tions under that Act, or under the rules of any so- 
ciety or association for the classification and reg- 
istry of shipping approved by the Minister of 
Transport for the purposes of the Canada Ship- 
ping Act; 

Related Provisions: 12(1)(h) — Inclusion into income — previ- 

ous reserve for quadrennial survey; 87(2)(g) — Amalgamations — 


reserves; 149(10)(a.1) — Exempt corporations. See additional Re- 
lated provisions and Definitions at end of s. 20. 


Regulations: 3600 (prescribed amount). 
(p) bad debts — the total of 


(1) all debts owing to the taxpayer that are es- 
tablished by the taxpayer to have become bad 
debts in the year and that have been included 
in computing the taxpayer’s income for the 
year or a preceding taxation year, and 


(ii) all amounts each of which is that part. of 
the amortized cost to the taxpayer at the end 
of the year of a loan or lending asset made or 
acquired in the ordinary course of business by 
a taxpayer who was an insurer or whose ordi- 
nary business included the lending of money 
established by the taxpayer to have become 
uncollectable in the year; 
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Related Provisions: 12(1)(i)— Income. inclusion — bad debts 
recovered; 12.4 — Bad debt inclusion; 20(1)(1) — Reserve for 
doubtful debts; 20(27) — Non-arm’s length acquisition of loan or 
lending assets; 22(1)— Sale of accounts receivable; 50(1)(a) — 
Deemed ‘disposition where debt becomes bad debt; 79.1(7)(d) — 
Deduction by creditor for bad debt where property seized; 
79.1(8) — No deduction for principal amount of bad debt where 


property seized by creditor; 87(2)(g) — Amalgamations — 
reserves; 87(2)(h) — Amalgamations — debts; 87(2.2) — Amalga- 
Winding-up of sub- 
sidiary insurance corporations; 111(5.3) — Doubtful debts and bad 
debts; 142.3(1)(c) — Amount deductible in respect of specified debt 
obligation; 142.4(1)“tax basis”(p) — Disposition. of specified debt 
obligation by financial institution; 142.5(8)(d)G) — First deemed 
disposition of mark-to-market debt obligation. See additional Re- 
lated provisions and Definitions at end of s. 20. 


Selected Cases [para. 20(1)(p)]: Liampat Holdings v. Canada, 
[1996]: 2 C.T.C. 246 (FCTD) (Deemed interest never received al- 
lowed as bad debt); Monaghan v. Canada, [1996] 2 C.T.C. 2169 
(TCC) (Significant events occurring well after year-end do not af- 
fect determination of bad debt); Anjalie v. Canada, [1995] 1 C.T.C. 
2802 (TCC) (Taxpayer not ae to change year in which bad 
debt arose). 


Pre-RSC History: Para. 20(1)(p) substituted by 1988, c. 55, sub- 
sec. 12(6), applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987. Para. 20(1)(p) ej iti 
read: 

(p) bad debts — the total of debts owing to the taxpayer 


(i) that are established by him to have become bad debts 
in the year, and 


(ii) that have (except in the case of debts arising from 

loans made in the ordinary course of business by a tax- 

payer part of whose ordinary business was the’ lending of 

money) been included in salad his income for the 
- year or a previous year; 


Selected Cases [para. 20(1)(p)]: Brunette Investments Ltd. et 
al. v. The Queen, [1981] C.T.C. 486 (FCTD) (Losses on advances 
from solvent members of related group to insolvent members not 
deductible); Picadilly Hotels Ltd. v.-The Queen, [1978] C.T.C. 658 
(FCTD) (Recaptured capital cost allowance included in ‘year of 
transaction); The Queen v. Pollock Sokoloff Holdings Corp., [1976] 
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C.T.C. 349 (FCA) (Bad debt disallowed where loss not arising from 
taxpayer’s current business operations); The Queen v. Keith Enter- 
prises, [1976] C.T.C. 21 (FETD) (Unlicensed money lender al- 
lowed loss on bad debt in ordinary course of its business). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-123R4: 
Disposition of and transactions involving eligible capital property; 
IT-123R5: Transactions involving eligible capital property; IT- 
159R3: Capital debts established to be bad debts; IT-188R: Sale of 
accounts receivable; IT-291R2: Transfer of property to a corpora- 
tion under subsection 85(1); IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15,1987; IT- 
345R: Special reserve —loans secured by mortgages, IT-442R: 
Bad debts and reserve for doubtful debts; IT-488R2: Winding-t up of 
90%-owned taxable Canadian corporations; IT-505: Mortgage fore- 
closures and conditional sales repossessions. 


Advance Tax Rulings: ATR-6: Vendor reacquires business as- 
sets following default by purchaser. — 


(q) employer’s contributions to registered 
pension plan — such amount in respect of em- 
ployer contributions to registered pension plans 
as is permitted by subsection 147.2(1); 


Related. Provisions: 6(1)(a)(i) — Employer’ s contribution to 
RPP not a taxable benefit; 18(1)(c) — Limitation re exempt income; 
146(5) — Amount of premium deductible. See additional Related 
provisions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(q) substituted by 1990, c. 35, sub- 
sec. 4(1), applicable to 1991 ef seg. with respect to contributions 
made to pene pension va after 1990. Para. 20(1)(q) formerly 
read: 


(q) employer's contribution to pension fund —.an amount 
paid by the taxpayer in the year or within 120 days from the 

--end of the year to or under’a registered pension plan in re- 
spect of services rendered by employees of the taxpayer in 
_the year, subject, however, as follows: 


* () in any case where the amount so paid is the aggregate 

of amounts: each of which is identifiable as a specified 
amount in respect of an individual employee of the tax- 
payer, the amount deductible under this paragraph in re- 
spect of any one such individual employee is the lesser of 
the amount so specified in respect of that employee and - 
$3,500, and 


(ii) in any other case, the amount deductible under this 
paragraph is the lesser of the amount so paid and an 
amount determined in prescribed manner, not exceeding 
however $3,500 multiplied by the number of employees: 
-of the taxpayer in respect of whom the amount so paid by 
' the taxpayer was paid by him, 
less the amount, or portion ‘thereof, that 1s deductible under 
paragraph (s); 
That portion of para. 20(1)(q) preceding subpara. (i) amended by 
1990, c. 35, s. 29, to substitute “pension plan”’ for ‘ “pension fund or 
plan”, applicable after 1985. 


All that portion of para. 20(1)(q) following subpara. (ii) substituted 
by 1980-81-82-83, c. 48, subsec. 10(2), applicable in respect of 
amounts paid after 1980 that are not deductible in computing in- 
come for any taxation year ending before 1981. That portion for- 
merly read: 


plus such amount as may be deducted as a special payment 
under paragraph (s); 
Subparas,. 20(1)(q)(i), (41) substituted by 1976-77, c. 4, s. 5, applica- 
ble to 1976 et seq., to substitute “$3,500” for “$2,500”. 


Selected Cases [para. 20(1)(q)]: West Hill Redevelopment Co. 
Ltd. vy. MNR, {1969} C.T.C. 581 (Exch) (Deductions disallowed for 
amounts paid to company pension plan after registration 


S. 20(1)(s) 


withdrawn). 


Interpretation Bulletins: IT-105: Administrative costs of ‘pen- 
sion plans. 


Information Circulars: 72-13R8: Employee’s ecieion plans. 


(r) employer’s' contributions. under 
retirement compensation arrangement — 
amounts paid by the taxpayer in the year as con- 
tributions under a retirement compensation ar- 
rangement in respect of services rendered by an 
-employee or former employee of the taxpayer, 
other than where it is established, by subsequent 
events or otherwise, that the amounts were paid 
as part of a series of payments and refunds of 
contributions under the arrangement; 
Related Provisions: 1!2(1)(n.3) — Retirement compensation ar- 
rangement; 18(1)(0.2) — Retirement compensation arrangement; 
Amalgamations — continuing corporation; 
153(1)(p) — Withholding; 227(8.2) — RCA — failure to withhold; 
248(10) — Series of transactions. See additional Related provisions 
and Definitions at end of s. 20. 


Pre-RSC History:. Para. 20(1)(r) added by 1987, c. 46, s. 7, 
applicable after October 8, 1986. 


Forms: T737-RCA Supp: Statement of contributions paid to a cus- 
todian of a retirement compensation arrangement. 


Pre-RSC History [former para. 20(1)(r)]: Para. 20(1)(r) re- 
pealed by 1980-81-82-83, c. 48, subsec. 10(3), applicable to taxa- 
tion years ending after 1980 in respect of amounts paid after 1980. 
Para. 20(1)() formerly read: 


(r) idem — where a registered pension fund or plan contains 
a provision under which the taxpayer may provide superannu- 
ation or pension benefits for an employee or former employee 
of the taxpayer by making a lump sum payment to or under 
the fund or plan in the year in which the employee or former 
employee 


(1) becomes eligible to retire, 


(ii) retires or otherwise ceases to be employed by the tax- 
payer, or 


(iii) reaches an age at which the superannuation or pen- 
sion benefits so provided for become payable or com- 
mence to be payable to him, 


an amount paid by the taxpayer in the year or within 60 days 
from the end of the year pursuant thereto as the;lump sum in 
respect of an employee or former employee who, in the year, 
became eligible to retire,:retired or otherwise, ceased.to be 
employed by the taxpayer or reached the age referred to in 
subparagraph (iii) (except to ‘the extent that it is deductible 
under paragraph (q)); 


(s) [Repealed under former Act] 
Pre-RSC History: Para. 20(1)(s) repealed by 1990, c. 35, subsec. 


| 4(2), applicable to 1991 et seq., with respect to contributions made 


to registered pension plans.after 1990. Para. 20(1)(s) formerly read: 


(s) employer's special contribution — where: the taxpayer 
» is an employer, the aggregate of all amounts each of which is 
the amount of a payment made by the employer in the year 
under a registered pension plan in respect of current or past 
services of the employer’s employees or former employees 
pursuant to a recommendation by a qualified actuary in 
whose opinion the resources of the plan are required to be 
augmented by an amount not less than the aggregate of those 
payments to ensure that the obligation of the employer to. the 
plan: and all the obligations of the plan to the employees and 
~ former employees may be discharged in full, if the recom- 
mendationof the actuary, was made in the year or in one of 
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the three immediately preceding years on the basis of as- 
sumptions that remain valid in the year of payment and if the 
payment was made so that it is irrevocably vested in or for 
the plan and has been approved by the Minister on the advice 
of the Superintendent of Financial Institutions, and, for 
greater certainty and without restricting the generality of this 
paragraph, it is hereby declared that this paragraph is applica- 
ble where the resources, of a plan are required to be aug- 
mented by reason of an increase in the superannuation or pen- 
sion benefits payable out of or under the plan; 


Para. 20(1)(s) amended by 1990, c. 35, s. 29, to substitute “plan” for 
“fund or plan” (in seven. places), applicable after 1985. 


Para. 20(1)(s) amended by 1987, c. 23, s. 37, to substitute “made by 
the employer in the year” for “made by him in the year”, “the em- 
ployer’s employees” for “his employees” and “the Superintendent 
of Financial Institutions” for “the Superintendent of Insurance”, in 
force from July 2, 1987. 


Para. 20(1)(s) substituted by 1980-81-82-83, c. 48, subsec. 10(4), 
applicable in respect of amounts paid after 1980 that are not deduct- 
ible in computing income for any taxation year ending before 1981. 
Para. 20(1)(s) formerly read: 


(s) where the taxpayer is an employer, the amount of a special 
payment made by him in the year on account of an employ- 
ees’ superannuation or pension fund or plan in respect of past ° 
services of employees pursuant to a recommendation by. a 
qualified actuary in whose opinion the resources of the fund 
or plan were required to be augmented by an amount not, less. 
than the amount of the special payment to ensure that all the 
obligations of the fund or plan to the employees may be dis- 
charged in full, if the payment was made so that it is irrevoca- 
bly vested in or for the fund or plan and the payment has been 
approved by the Minister on the advice of the Superintendent 
of Insurance, and for greater certainty and without restricting 
the generality of this paragraph, it is hereby declared that this 
paragraph is applicable where the resources ofa fund or plan 
were required to be augmented by reason of an increase in the 
superannuation or pension benefits payable out of or under 
the fund or plan; 


Selected Cases [para. 20(1)(S)]: Cam Gard Supply Ltd. v. 
MNR, [1977] C.T.C. 143 (SCC) (Taxpayer’s contribution to past 
service pension not deductible where fund under no obligation to 
employees); Produits LDG Products Inc. v. The Queen, [1976] 
C.T.C. 591 (FCA) (Contributions to pension plan deductible despite 
investment of contributed funds in preferred shares of company); 
Mittler Bros. of Quebec Ltd. v. MNR, [1973] C.T.C. 182 (FCTD) 
(Contributions to pension plan not deductible for past services of 
employees when taxpayer under no obligation to members to re- 
quire special payment, despite prior approval of Minister); MNR v. 
Inland Industries Ltd., [1972] C.T.C. 27 (SCC) (Payment to ap- 
proved pension fund for past services not deductible where no obli- 
gation to make special payment); Western Smallware and Station- 
ery Co. Ltd. v. MNR, [1972] _C.T.C: 7. (FCTD). (Deductible 
contributions to pension plan for past services must be obligatory). 


Information Circulars: 72-13R8: Employee’ S$ pension plans. 


(t) [Repealed under former Act] 


Pre-RSC History: Para. 20(1)(t) repealed by 1988, c. 55, subsec. 
12(7), applicable after December 15, 1987. Para. 20(1)(t) formerly 
read: 


(t) scientific research and experimental development — 
such amount in respect of expenditures on scientific research 
and experimental development as is permitted by section 37 
or 37.1; 


The expression “scientific research and experimental development” 
substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable with respect to taxation years ending after May 23, 1985. 


Para. 20(1)(t) substituted by 1977-78, c. 32, subsec. 5(1), applicable 
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to 1978 et seq., to add reference to s. 37.1. 


(u) patronage dividends — such amounts in 
respect of payments made by the taxpayer pursu- 
ant to allocations in proportion to patronage as 
are permitted by section 135; 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


(v) mining taxes — such amount as is allowed 
by regulation in respect of taxes on income for 
the year from mining operations; 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Selected Cases [para. 20(1)(v)]: Rio Algom Mines Ltd. v. MNR, 
[1970] C.T.C. 53 (SCC) (Proportion of income under federal Act 
must be considered in calculation of allowance for mining taxes 
paid to Ontario). 


Regulations: 3900 (amount allowed). 


(v.1) resource allowance — such amount as is 
allowed to the taxpayer for the year by regulation 
in respect of natural accumulations of petroleum 
or natural gas in Canada, oil or gas wells in Can- 
ada or mineral resources in Canada; 
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Cause Capes 
property is req 


Related Provisions: 20(15) — What can be allowed by regula- 
tion; 65 — Depletion allowance; 96(1)(d) — Partnerships — no de- 
duction for resource expenditures; 104(29) — Amounts deemed to 
be payable to beneficiaries; 219(1)(a.3) (to be repealed), 219(1)(c) 
(new) — Branch tax on non-resident corporations. See additional 
Related provisions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(v.1) amended by 1986, c. 6, subsec. 
31(2), applicable to taxation years ending after March 1985, to add 
“natural accumulations of petroleum or natural gas in Canada”. 


Para. 20(1)(v.1) added by 1974-75-76, c. 71, subsec. 1(1), applica- 
ble to 1976 et seq. 


Selected Cases [para. 20(1)(v.1)]: Echo Bay Mines Ltd. v. 
Canada, [1992] 2 C.T.C. 182 (FCTD) (Gains from settlement of 
forward sales contracts for silver were “resource profits’). 


Regulations: 1210 (amount allowed). 


Forms: T82: Saskatchewan Royalty Tax Estate Calculation 

(Individuals). 
(w) employer’s contributions under profit 
sharing plan — an amount paid by the taxpayer 
to a trustee in trust for employees of the taxpayer 
or of a corporation with whom the taxpayer does 
not deal at arm’s length, under an employees 
profit sharing plan as permitted by section 144; 


Related Provisions: 12(1)(n) — Receipts from employees profit 


sharing plan — inclusion in income of employer; 144(5) — Em- 
ployer’s contribution to trust deductible. See additional Related pro- 
visions and Definitions at end of s. 20. 


(x) employer’s contributions under 
registered supplementary unemployment 
benefit plan — an amount paid by the taxpayer 
to a trustee under a registered supplementary un- 
employment benefit plan as permitted by section 
145; 

Related Provisions: 6(1)(a)(i) — Employer’s contribution not a 

taxable benefit to employee; 18(1)G) — No deduction except as 

permitted by s. 145; 145(5) — Payments by employer deductible. 

See additional Related provisions and Definitions at end of s. 20. 
(y) employer’s' contributions under 
deferred profit sharing plan — an amount 
paid by the taxpayer to a trustee under a deferred 
profit sharing plan as permitted by subsection 
147(8); 

Related Provisions: 18(1)(c) — Limitation re exempt income. 

See additional Related provisions and Definitions at end of s. 20. 


(z) cancellation of lease — the proportion of 
an amount not otherwise deductible that was paid 
or that became payable by the taxpayer before the 
end of the year to a person for the cancellation of 
a lease of property of the taxpayer leased by the 
taxpayer to that person that 


(1) the number of days that remained in the 
term of the lease (including all renewal peri- 
ods of the lease), not exceeding 40 years, im- 
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mediately before its cancellation and that were 
in the year 


is of 


(ii) the number of days that remained in the 
term of the lease (including all renewal peri- 
ods of the lease), not exceeding 40 years, im- 
mediately before its cancellation, 


in any case where the property was owned at the 
end of the year by the taxpayer or by a person 
with whom the taxpayer was not dealing at arm’s 
length and no part of the amount was deductible 
by the taxpayer under paragraph (z.1) in comput- 
ing the taxpayer’s income for a preceding taxa- 
tion year; 
Related Provisions: 13(5.5) — Lease cancellation payment not 
included as rental payment under 13(5.4) for CCA purposes; 
18(1)(q) — Limitation re cancellation of lease; 20(1)(z.1) — Can- 
cellation payment where property not owned at end of year; 
87(2)G.5) — Amalgamations — cancellation of lease. See addi- 
tional Related provisions and Definitions at end of s. 20. 
Pre-RSC History: Para. 20(1)(z) substituted by 1980-81-82-83, c. 
140, subsec. 12(4), applicable with respect to lease cancellations oc- 
curring after November 12, 1981, other than a cancellation pursuant 


to an agreement in writing entered into on or before that date. Para. 
20(1)(z) formerly read: 


(z) an amount that would not otherwise be deductible, paid by 
the taxpayer in the year to a person with whom he was deal- 
ing at arm’s length for the cancellation of a lease of property 
of the taxpayer leased by him to that person; 


Interpretation Bulletins: IT-359R2: Premiums and other 
amounts re leases; IT-467R: Damages, settlements, and similar 
payments. 


(z.1) idem — an amount not otherwise deducti- 
ble that was paid or that became payable by the 
taxpayer before the end of the year to a person for 
the cancellation of a lease of property of the tax- 
payer leased by the taxpayer to that person, in 
any case where 


(i) the property was not owned at the end of 
the year by the taxpayer or by a person with 
whom the taxpayer was not dealing at arm’s 
length, and 


(11) no part of the amount was deductible by 
the taxpayer under this paragraph in comput- 
ing the taxpayer’s income for any preceding 
taxation year, 


to the extent of the amount thereof (or in the case 
of capital property, 7/4 of the amount thereof) that 
was not deductible by the taxpayer under para- 
graph (z) in computing the taxpayer’s income for 
any preceding taxation year; 
Related Provisions: 13(5.5) — Lease cancellation payment; 
18(1)(q) — Limitation re cancellation of lease; 20(1)(z) — Alterna- 
tive deduction for cancellation payment; 87(2)(j.5) — Amalgama- 
tions — cancellation of lease. See additional Related provisions and 
Definitions at end of s. 20. 


Pre-RSC History: That portion of para. 20(1)(z.1) following sub- 
para. (11) amended by 1988, c. 55, subsec. 12(8), to substitute “*/,” 
for “'/2”, applicable to taxation years and fiscal periods ending after 
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1987, except that. 
(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to “3/4” shall be read as a reference to “7/3”; 
(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and’ commencing before 1990, the reference to ‘“/x” shall, 
in-‘respect of the corporation for the year, be read’as a’ reference 
to the fraction determined as the aggregate of 
(i) that proportion of ' that the number of days'in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/3 that the number of days in the year 


that are after 1987 and before 1990 is of the number of days 


in the year; and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
~ controlled private corporation throughout its taxation year, for 
taxation years ending ‘after 1987 and commencing before 1990, 
the reference to “/4” shall, in respect of the corporation for the 
‘year, be read as’ a reference to the fraction cae as the 
aggregate of 
(i) that proportion of ' that the number of days in the year 
that are‘before July, 1988 is us oe number. of TORY in the 
cyear, tii 
(ii) that proportion of 7/ that the number of days in the year 
that are after June, 1988 and before 1990:is of the number 
of days in the year, and 
(iii) that proportion of 3/4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 
Para. 20(1)(z.1) added by 1980-81-82-83, c. 140, subsec. 12(4), ap- 
plicable with respect to lease cancellations occurring after Novem- 
ber: 12, 1981, other than a cancellation pursuant to'an agreement in 
writing entered into on or before. that date.» - 
Interpretation Bulletins: IT-359R2: Premiums and other 
amounts re leases; IT-467R: Pameses: settlements, and similar 
payments. 


(aa) landscaping of grounds — an amount 
paid by the taxpayer in the year for the landscap- 
ing of grounds around a building or other struc- 
ture of the taxpayer that is used by the taxpayer 
primarily for the purpose of gaining or producing 
income therefrom or from a business; 

Related Provisions: 18(3.1)(a) — Costs relating to construction 


of building or ownership ‘of land. See Related provisions and Defi- 
nitions-at end of s. 20. 


Selected Cases [para. 20(1)(aa)]: The Queen v. Hampton Golf 
Club Ltd., [1986] 2 C.T.C. 403 (FETD) (Capital cost allowance for 
greens and tees of golf course disallowed; expenses to. clear. trees, 
and drain proposed fairways not deductible); Qualico Developments 
Ltd. v. The Queen, [1984] C.T.C. 122 (FCA) (Costs of landscaping 


grounds deductible when part of cost of inventory in year of sale). |, 


Interpretation Bulletins: IT-296: Landscaping of grounds; IT- 

304R: CCA — condominiums; IT-485: Cost of clearing or levelling 

land. 
(bb):'fees paid. to investment counsel —.an 
amount other than a commission paid by the tax- 
payer, in the year to a person 


(i) for advice as to the advisability of purchas- 
ing or selling a specific share or security’ of 
the taxpayer, or 


(ii) for services in respect of the administra- 


S. 20(1)(dd) 


tion or management of shares or securities of 
the taxpayer, 


if that person’s principal ‘business 


(iii) is advising others as to the advisability of 
purchasing or selling specific shares or securi- 
Ue Ole Ww 


(iv) includes the provision of services in re- 
spect of the administration or MBHReC DEAL of 
shares or securities; 


Related Provisions: 18(1)(u) — Vs Tivadtiacta coursed fees for 
RRSP or RRIF are non-deductible; 87(2.2) — Amalgamation of in- 


' surance corporations; 88(1)(g) — Winding-up of subsidiary insur- 


ance corporations; 110.6(1) — “investment expense”. See addi- 
tional Related proyisions.and Definitions at.end of s. 20. 


Pre-RSC History: Para:20(1)(bb) substituted by 1974-75-76, c. 
26, subsec. 8(2), applicable to 1974 et seq. Para. 20(1)(bb) formerly 
read: . 


(bb) one-half fees paid to investment counsel — an _ 
amount equal to '/ of the fee paid by the taxpayer in the year 

“toa person for advice as to the advisability of purchasing or 
selling a specific share or security, if that person’s principal 
business is advising others as to the advisability of purchasing 
or selling specific shares or securities; 


Interpretation Bulletins: IT-124R6: Contributions to registered 


retirement savings plans; IT#238R2: Fees hid investment 

counsel... , 
(cc) expenses of representation — —an 
amount paid by the taxpayer in the year as or on 
account of expenses: incurred by the taxpayer in 
making any representation relating to a business 
carried on by the. taxpayer, ) 


(1) to the government of a country, province or’ 
‘state or ‘to a municipal or public body per- 
forming a function of government in Canada, 
or ; 
(11) to an agency of a government or of a mu- 
nicipal or public body referred to in subpara- 
graph (i) that had authority to make rules, reg- 
ulations or by-laws relating to the business 
carried on by the taxpayer, . 
including any representation for the purpose of 
obtaining a licence, permit, franchise or trade 
mark relating to the Dileahess carried.on by ie 
taxpayer; 
Related Provisions: 13(12)— Application of para. 20(1)(cc); 


- 20(9) — Amortizing claim over 10 years. See additional Related 


provisions and Definitions at’ end‘ of s..20. 
Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(dd) investigation of site — an amount paid 
by the taxpayer in the year for investigating the 
suitability of a site for a building or other struc- 
ture planned by the taxpayer for use in connec- 

. tion with a business carried on by. the taxpayer; 
Related Provisions: 53(1)(a) — Valuation or surveying costs — 


addition to adjusted cost base. See ae borate provisions and 
Definitions at end ‘of s. 20. 


Selected Cases [para. 20(1)(dd)]: Brooke Bond Foods Ltd. v. 
The Queen, [1984] C.T.C. 115 (FCTD) (Costs of site soil analysis 
deductible); Queen and Metcalfe Carpark Ltd. v. MNR, [1973] 
C.T.C. 810 (FCTD) (Cost of feasibility study for rental project de- 
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ductible for company in business of leasing properties). 
Interpretation Bulletins: IT-350R: Investigation of site. 


(ee) utilities service connection — an 
amount paid by the taxpayer in the year to a per- 
son (other than a person with whom the taxpayer 
was not dealing at arm’s length) for the purpose 
of making a service connection to the taxpayer’s 
place of business for the supply, by means of 
wires, pipes or conduits, of electricity, gas, tele- 
phone service, water or sewers supplied by that 
person, to the extent that the amount so paid was 
not paid 

(i) to acquire property of the taxpayer, or 

(ii) as consideration for the goods or services 

for the supply of which the service connection 

was undertaken or made; 


Related Provisions: See Related provisions and Definitions at 
end of s. 20.” , 


Selected Cases [para. 20(1)(ee)]: The Queen v. Guaranteed 
Homes Ltd., [1978] _C.T.C. 636 (FCTD) (Deduction of utility ser- 
vice connection disallowed when lots in subdivision not taxpayer’s 
sole place of business). 


Interpretation Bulletins: IT-452: Utility service connections. 


(ff) payments by farmers — an amount paid 
by the taxpayer in the year as a levy under the 
Western Grain Stabilization Act, as a premium in 
respect of the gross revenue insurance program 
established under the Farm Income Protection 
Act or as an administration fee in respect of a net 
income stabilization account; 

Related Provisions: 12(1)(p) — Certain payments made to farm- 


ers — income inclusion. See additional Related provisions and Def- 
initions at-end of s. 20. 


History: Para. 20(1)(ff) amended by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 9(1), applicable to 1991 et seg. Para. 20(1)(ff) formerly 
read: 


(ff) an amount paid by the taxpayer in the year as the levy 
under the Western Grain Stabilization Act; 


Pre-RSC History: Para. 20(1)(ff) added by 1974-75-76, c. 87, s. 
48, proclaimed in force from April 1, 1976. 


(gg) [Repealed] 


History: ‘Para. 20(1)(gg) repealed by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 157, deemed to have come into force December 17, 1991. 
[The para. was re-enacted in amended form as 20(1)(qq): see 
below. ] 


Para. 20(1)(gg) added. by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
15(3), applicable with respect to renovations and alterations made 
after 1990. 


Selected Cases [para. 20(1)(gg)]: Cargill Ltd. v. Canada, 
[1996] 2 C.T.C. 2102 (TCC) (Calculation of grain inventory on lo- 
cation-by-location basis was incorrect); Bastion Management Ltd. v. 
Canada, {1995] 2 C.T.C. 252 (FCA) (Bullion bought in year-end 
straddle scheme not bought in ordinary course of business). 


Pre-RSC History [former para. 20(1)(gg)]: Former para. 
20(1)(gg) repealed. by. 1986, c. 55, subsec. 5(1), applicable to taxa- 
tion years commencing after February 25, 1986; with respect to tax- 
ation years that include that date, the words “the number of days in 
the year” shall be read as “the number of days in the year and before 
February 26, 1986”. Para. (gg) formerly read: 


(gg) inventory allowance — an amount in respect of any 
business carried on by the taxpayer in the year, equal to that 
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portion of 3% of the cost amount to the taxpayer, at the com- 
mencement of the year, of the tangible property. (other than 
real property or an interest therein and currency that is held 
for other than its numismatic value) that was 


(i) described in the taxpayer’s inventory in respect of the 
business, and 


(ii) held by him for sale or for the purposes of being 
processed, fabricated, manufactured, incorporated into, 
attached to, or otherwise converted into or used in the 
packaging of, property for sale in the ordinary course of 
the business 


that the number of days in the year is of 365; 


All that portion of para. 20(1)(gg) preceding subpara. (i) amended 
by 1986, c. 6, subsec. 13(1), applicable to taxation years commenc- 
ing after May 23, 1985, to add “and currency that is held for other 
than its numismatic value”. 


Para. 20(1)(gg) added by 1977-78, c. 1, subsec. 14(1), applicable to 
fiscal periods of a business commencing after 1976 and to fiscal 
periods ending after March 31, 1977 except that in its application to 
fiscal periods that end after March 31,1977 and commence before 
1977, the words in paragraph (gg) following subparagraph (ii) shall 
be read as “that the number of days in the year that are after March 
31, 1977 48 0f 365°, 


(hh) repayments of inducements, etc. — an 
amount repaid by the taxpayer in the year pursu- 
ant to a legal obligation to repay all or part of a 
particular amount 


(i) included under paragraph 12(1)(x) in com- 
puting the taxpayer’s income for the year or a 
preceding taxation year, or 


(ii) that is, because of subparagraph 
12(1)(x)(v1) or subsection 12(2.2), not in- 
cluded under paragraph 12(1)(x) in computing 
the taxpayer’s income for the year or a pre- 
ceding taxation year, where the particular 
amount relates to an outlay or expense (other 
than an outlay or expense that is in respect of 
the cost of property of the taxpayer or that is 
or would be, if amounts deductible by the tax- 
payer were not limited because of paragraph 
66(4)(b), subsection 66.1(2) or subparagraph 
66.2(2)(a)(@i) or 66.4(2)(a)(ii), deductible 
under section 66, 66.1, 66.2 or 66.4) that 
would, but for the receipt of the particular 
amount, have been deductible in computing 
the taxpayer’s income for the year or a’ pre- 
ceding taxation year; 

Related Provisions: 60(s)— Repayment of policy loan; 


79(4)(d) — Subsequent payment by debtor following surrender of 
property deemed to be repayment of assistance; 87(2)(j.6) — Amal- 


. gamations — continuing corporation; 148(9)“adjusted cost ba- 


sis"E— “adjusted cost basis”. See additional Related provisions 
and Definitions at end of s. 20. 


History: Subpara. 20(1)(hh)(ii) amended by 1994, c. 8, s. 3, appli- 
cable to taxation years ending after December 2, 1992. Subpara. (ii) 
formerly read: © 


(ii) that is, by reason of subparagraph 12(1)(x)(vi) or subsec- 
tion 12(2.2), not included in computing the income of the tax- 
payer under paragraph 12(1)(x) for the year or a preceding 
taxation year, where the particular amount relates to an outlay 
or expense (other than an outlay or expense that is in respect 
of the. cost of property of the taxpayer or that is or would be, 
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if amounts deductible by the taxpayer were not limited by 
reason Of paragraph 66(4)(b) or subparagraph 66.1(2)(a)(ii), 
66.2(2)(a)(ii) or 66.4(2)(a)Gi), deductible under section, 66, 
66.1, 66.2 or 66.4) that would, but for the receipt of the par- 
ticular amount, have been deductible in computing: the 'in- 
“come of the taxpayer for the year or a gaia taxation 
year; 


Pre-RSC History: Para, 20(1)(hh) substituted by 1990, c. 45 sub- 
sec. 41(1), applicable with respect to amounts repaid after January 
1990. That para. formerly read: 


(hh) repayments of inducements etc. — an amount repaid 
by the taxpayer in the year pursuant to a legal obligation to 
repay all or part ofan amount included under paragraph 
12(1)(x) in computing his income for the year or a preceding 
taxation year; 


Para. 20(1)(hh) added by 1986, c. 6, subsec. slaty applicable to 
1985 et seq. 


Pre-RSC History [former para. 20(1)(hh)]: Para. 20(1)(hh) re- 
pealed by 1985, c. 45, subsec: 10(1), applicable to 1982 et ee Para. 
20(1)(hh) formerly read: 


(hh) policy loan‘ repayments — ‘an amount in respect of ‘all 
or any part of any policy loan repaid by the taxpayer in the 
year not-exceeding the amount, if any, by which, 
(i) the amount required by subsection 148(1) to be in- 
cluded in computing his income in the year or a previous 
year from a disposition described in subparagraph 
» 148(9)(c)(ii) in respect of that policy 
exceeds 
(ii) the part of any loan on that policy repaid by the tax- 
payer that was deductible under this paragraph in com- 
puting his income for a previous taxation year; 


Para. 20(1)(hh) added by 1977-78, c. 1, subsec. 14(1), applicable to 


fiscal periods of a business’ commencing after 1976: and ‘to fiscal” 


ign ending after March 31, 1977. 


~(bh.1) repayment of obligation — * of ‘any 
amount (other than an amount to which para- 
graph 14(10)(b) applies in respect of the ‘tax- 
payer) repaid by the taxpayer in the year under a 
legal obligation to repay all or part of an amount 
to which paragraph 14(10)(c) applies. in respect 
of the taxpayer; 
Related Provisions: 79(4)(b) — Subsequent payment by debtor 


following surrender of property deemed to be repayment of 
assistance. 


History: Para. 20(1)(hh.1) added by 1995, c: 21, subséc. 62), ap- 
plicable to amounts repaid after February 21, 1994. 


(ii) inventory adjustment — the amount re- 
quired by paragraph 12(1)() to be included in 
computing the taxpayer’s income for the immedi- 
ately preceding year; 

Related Provisions: 87(2)(j.1) — Amalgamations — inventory 


adjustment. See additional Related provisions and Definitions at end 
of.s. 20. 


Pre-RSC History: Para. 20(1)¢ii) added by 1979, c. 5, subsec. 

7(2), applicable to taxation years ending.after November 16, 1978. 
(jj) reinsurance commission — the amount 
required by paragraph 12(1)(s) to be included in 
computing the taxpayer’s income for the immedi- 
ately preceding taxation year; 

Related Provisions: 87(2.2) — Amalgamations of insurance cor- 


porations; 88(1)(g)— Winding-up of subsidiary insurance corpora- 
tions. See additional Related. provisions and Definitions at end of s. 


S. 20(D) dD. 


20. 


Pre-RSC History: Para. 20(1)(jj) added by 1980-81-82-83,-c, 48, 
subsec. 10(5), applicable to 1980 et seq. 


(kk) exploration and ‘development 
grants — the amount of any assistance or bene- 
fit received by the taxpayer in the year as a de- 
duction from or reimbursement’ ‘of an expense 
that is a tax (other than the goods and services 
tax) or royalty to the extent that 


(i) the tax or royalty is, by reason of the re- 
ceipt of the amount by the taxpayer, not de- 

. ductible in computing the taxpayer’s income 
for a taxation year, and 


(ii) the deduction or reimbursement was in- 
cluded by the taxpayer in the amount deter- 
mined for J in the definition “cumulative Ca- 
nadian exploration expense” in subsection 
66.1(6), for M in the definition “cumulative 
Canadian development expense’ ’ in subsection 
66.2(5) or for I in the definition “cumulative 
Canadian oil and gas property expense” in 
subsection 66.4(5); 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Pre-RSC History: That portion of para. 20(1)(kk) preceding sub- 
para. (ii) amended by 1990, c. 45, subsecs. 41(2), (3), to add “(other 
than the goods and services tax)” applicable with respect to amounts 
received after 1990, and to substitute subpara. (i) applicable with 
respect to amounts received after January 1990. Subpara. (i) for- 


. merly-read: 


(i) the tax or royalty would, if the amount had not been re- 
ceived by him, have been deductible by the taxpayer in com- 
puting: his. income, for a taxation year, and 


Para. 20(1)(kk) added by 1980-81-82-83, c.'48; subsec. 10(5); noid 
cable to.1981: et seq. 


(11) repayment of interest — such part of any 
amount payable by the taxpayer because of a pro- 
vision of this Act, or of an Act of a province that 
imposes. a tax similar tothe tax.1mposed under 
this Act, as was paid in the year and as can rea- 
sonably be considered to be a repayment of inter- 
est that’ was included in computing the taxpayer’s 
income for the year or a preceding taxation year; 
Related’ Provisions: 129(2.2); 131(3.2),;' 132(2.2), 133(7.02), 
164(3:1).— Provisions requiring repayment of interest. See also Re- 
lated provisions and.Definitions. at end of s. 20. - 
History: Para. 20(1)(Il) substituted by 1994,'c..21, subsec. 12(4), 


applicable. to taxation years that begin after 1991. That para. for- 
merly read: - 


(11) amount isaryad to be tax payable — such part of any 
amount payable by the taxpayer by virtue of 


(i) paragraph 164(3.1)(a) or (4)(a) or any similar provi- 
- sion of any Act ofa province that imposes a tax similar 
to the tax imposed under this Act, or 


(ii) paragraph 18(4)(a) of the Petroleum ‘and Gas: Reve- 
nue Tax Act 


as. was-paid in the year and as may reasonably be considered 
to be.repayment of;interest that was included in computing 
the. taxpayer’s’ income for the year or a preceding taxation 
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year; 


Pre-RSC History: That portion of para. 20(1)(1I) following sub- 
para. (ii) substituted by 1988, c. 55, subsec, 12(9), applicable to 
1988 et seq. That portion formerly read: 


as was paid in the year and as may reasonably be considered 
to be a repayment of interest that was included in computing 
his income for the year or a preceding taxation year, but not 
exceeding, where the taxpayer is an individual (other than a 
trust that is not a testamentary trust), the amount by which the 
excess determined under paragraph 110.1(1)(b) in respect of 
the taxpayer for the year in which the interest was included in 
computing his income exceeds $1,000; 


Subpara. 20(1)()G) amended by 1985, c. 45, subsec. 10(2), to add 
reference to para. 164(4)(a), applicable to 1985 et seq. 


Para. 20(1)(Il) substituted by 1984, c. 45, subsec..9(2), applicable 
with respect to payments made after April 19, 1983. Para. 20(1) (1) 
formerly read: 


(1l) amount deemed to be tax payable — such part of any 
amount payable by the taxpayer by virtue of paragraph 
164(3.1)(a) or by virtue of paragraph 91(3.1)(a) of the Petro- 
leum and Gas Revenue Tax Act as.was paid in the. year and as 
may reasonably be considered to be a repayment of interest 
that was included in computing his income for the year or a 
preceding taxation year, but not exceeding, where the tax- 
payer is an individual (other than a trust that is not.a testa- . 
mentary trust), the amount by which the excess determined 
under paragraph 110.1(1)(b) in respect of the taxpayer for the 
year in which the interest was included in COMPUENE his in- 
come exceeds $1,000. 


Para. 20(1)(Il) added by 1984, c. 1, subsec. 9(2), applicable with 
respect to payments made after April 19, 1983. 


(mm) cost of substances injected in reser- 
voir — the portion claimed by the taxpayer of an 
amount that is an outlay or expense made or in- 
curred by the taxpayer before the end of the year 
that is a cost to the taxpayer of any substance in- 
jected before that time into a natural reservoir to 
assist in the recovery of petroleum; natural gas or 
related hydrocarbons to the extent it that. por- 
tion was not 


(i) otherwise deducted in computing the 'tax- 
payer’s income for the year, or 


(ii) deducted in computing the taxpayer’s in- 
come for any preceding taxation year, 


except that where the year is less than 51 weeks, 
the amount that may be claimed under this para- 
graph by the taxpayer for the year shall not ex- 
ceed the greater of 


(iii) that proportion of the maximum amount 
that may otherwise be claimed under this par- 
agraph by the taxpayer for the year that the 
number of days in the year is of 365, and 


(iv) the amount of such outlay or expense that 
was made or incurred by the taxpayer in the 
year and not otherwise deducted in computing 
the taxpayer’s income for the year; 

Related Provisions: 10(5)(c) — Property deemed to be inventory 


with cost of nil; 18(1)(t) — Part XII.6 tax not non-deductible; 
66(13.1) — Short taxation years; 87(2)(j.2) — Prepaid expenses. 
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See additional Related provisions and Definitions at end of s. 20. 


History: Para. 20(1)(mm) amended by 1997, c. 25, subsec. 5(1), 
applicable to 1996 et seq. Para. (mm) formerly read: 


(mm) such portion, as. may be claimed by..the taxpayer, of an 
amount that is an outlay or expense made. or incurred by the 
taxpayer before the end of the year that is a cost to the tax- 
payer of any substance injected before that time into a natural 
reservoir to assist in the recovery of petroleum, natural gas or 
related hydrocarbons to the extent that that portion was not 

(i) otherwise deducted by the taxpayer in computing the 

taxpayer’s income for the year, 

(ii) deducted by the taxpayer in computing the taxpayer’s 

income for any preceding taxation year, 

(iii) an outlay or expense described in the definition “Ca- 

nadian exploration expense” in subsection 66.1(6) or the 

definition “Canadian development expense” in subsec- 

tion 66.2(5), or 

(iv) a Canadian oil and gas property expense, 


except that where the year is less than 51 weeks, the amount 
that may be claimed under this paragraph by. the taxpayer for 
the year shall not exceed the greater of 


(v) that proportion of the maximum amount that may oth- 
erwise be claimed under this paragraph by. the taxpayer 
for the year that the number of days in the year is of 365, 
and 


(vi) the amount.of such outlay or expense not referred to 
in any of subparagraphs (i) to (iv) that was made. or in- 
curred by the taxpayer in the year; 
That portion. of para. 20(1)(mm) following subpara. (iv) added by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 15(4), applicable to taxation 
years beginning after July 13, 1990. 
Pre-RSC History: Para. 20(1)(mm) added by 1984, c. 45, subsec. 
9(2), applicable to 1984 et seq. 

_.(nn) Part XII.6. tax — the tax, if any, under Part 
XII.6 paid in the year or payable in respect of the 
year by the taxpayer (depending on the method 

_ regularly followed by the SPAY in equapyang 
the taxpayer’s income); 


History: Para. 20(1)(nn) added by 1997, c. 25, subsec. 5(1), appli- 
cable to 1997 et seq. 


Pre-RSC History: Para. 20(1)(nn) repealed by 1988, c. 55, subsec: 
12(10),. applicable to 1988 et seq. [See s. 125.2 and subsec. 
190.1(3).] Para. (nn) formerly read: 
(nn) Part VI. tax — the tax, if any, paid under Part VI by the 
taxpayer for the year; and 


Para. 20(1)(mn) added by 1986, c. 6, subsec. 13(3), applicable after 
May 23, 1985. 


(oo) salary deferral arrangement — any de- 
ferred amount under a salary deferral arrange- 
ment in respect of another person to the extent 
that it was 


(i) included under paragraph 6(1)(a) as a ben- 
efit in computing the income of the other per- 
son for the taxation year of the other person 
_ that ends in the taxpayer’s taxation year, and 


(ii) in respect of services rendered to the 
taxpayer; 
Related Provisions: 6(1)(i) — Salary deferral arrangement pay- 
ments; 6(11) —Salary deferral arrangement; 12(1)(n.2) — For- 
feited salary deferral amounts; 18(1)(0.1) — Deductions — General 
limitations — Salary deferral arrangement; 87(2)(j.3) — Amalga- 
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mation — continuation of corporation. See additional Related provi- 
sions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(o0) added by 1986, c. 55, subsec. 
5(2), applicable to 1986 et seq. 


(pp) idem — any amount under a salary deferral 
arrangement in respect of another person (other 
than an arrangement established primarily for the 
benefit of one or more non-resident employees in 
respect of services to.be rendered outside Can- 
ada) to. the extent that it was 


(i) included under: paragraph’ 6(1)() in com- 
puting the. income of the other person for the 
taxation year of the other person that ends in 
the taxpayer’s, taxation year, and. 


(ii) in respect of services rendered to the 
~ taxpayer; 
Related Provisions: 18(1)(0.1) — Salary deferral arrangement; 
87(2)G.3) — Amalgamations — continuation of corporation. 
History: Para. 20(1)(pp) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 15(5), applicable to 1986 et seq. 


(qq) disability-related modifications to 
buildings — an amount paid by the taxpayer in 
the year for prescribed renovations or alterations 
to a building used by the taxpayer primarily for 
the purpose of gaining or producing income from 
the building or from a business that are made to 
enable individuals who have a mobility impair- 
ment to gain access to the building or to be mo- 
bile within it; 
Related. Provisions: 18(3.1)(a) — Costs relating to construction 


of building or oi aula of land; PPE MIDNA chips gt 
equipment. 


History: Para. 20(1)(qq). was mired from 20(1)(gg) and amended, 
by 1994, c. 7, Sch. VUI (1993, c. 24), subsec. 9(2), applicable with 
respect to renovations and alterations made after 1990 except that, 
with respect to such renovations and alterations made before Febru- 
ary 26, 1992, the reference to “prescribed renovations or alterations 
to.a building” shall be read as a reference to “prescribed renovations 
or alterations to a building of. the taxpayer”. Para. 20(1)(gg) for- 
merly read: 


(gg) disability-related modifications to buildings — an 
amount paid by the taxpayer in the year for such prescribed 
renovations or alterations to'a building of the taxpayer that is 
used by the taxpayer primarily for the purpose of gaining or 
producing income therefrom or from a business as are made 
for the purpose of enabling individuals who have a mobility 
impairment, to gain access to the-building or be mobile within 
it; 
Regulations: 8800 (prescribed renovations and alterations). 


S. 20(1)(ss) 


(rr) disability-related equipment — an 
amount paid by the taxpayer in the year for any 


' prescribed device or 

equipment; 
Related Provisions: 20(1)(qq) — Disability-related modifica- 
tions to buildings. See also Related provisions and Definitions at 


end of s. 20. 


History: Para. 20(1)(rr) substituted by 1994, c. 21, subsec. 12(5), 
applicable to amounts paid after February 25, 1992. That para. for- 
merly read: 
(rr) disability-related equipment — an amount paid by the 
taxpayer in the year for prescribed devices or equipment ac- 
quired primarily to assist individuals who have a sight or 
hearing impairment. 
Para. 20(1)(rr) added by 1994, c..7, Sch. VIII (1993, c. 24), subsec. 
9(2), applicable with respect to amounts paid: after February 25, 
1992. 


Regulations: 8801 (prescribed devices and equipment). 


(ss) mining reclamation trusts — a contribu- 
tion made in the year by the taxpayer to a mining 
reclamation trust under which the taxpayer is a 
beneficiary; 
Related Provisions: 12(1)(z.1) — Inclusion in income of amount 
received from mining reclamation trust; 87(2)G.93) — Amalgama- 
tions — continuing corporation. 
History: Para. 20(1)(ss) added by 1995, c. 3, subsec. 7(1), applica- 
ble to taxation years that end after February 22, 1994 and, for the 
purpose of para. (ss), each contribution made by a taxpayer to a 
trust before February 23, 1994 shall be deemed to have been made 


disability-specific 
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on February 23, 1994. 


(tt) acquisition of interests in mining 
reclamation. trusts — the consideration paid 
by the taxpayer in the year for the acquisition 
from another person or partnership of all or part 
of the taxpayer’s interest as a beneficiary under a 
mining reclamation trust, other than consideration 
that is the assumption of a mining reclamation 
obligation in respect of the trust; and 

Related Provisions: |2(1)(z.2) — Inclusion in income on dispo- 

sition of interest in mining reclamation trust; eda ah Amal- 

gamations — continuing corporation. 


History: Para. 20(1)(tt) added by 1995, c. 3, subsec. 7(1), applica- 
ble to taxation years that end after February 22, 1994. 
(uu) debt forgiveness — any amount deducted 
in computing the taxpayer’s income for the year 
because. of paragraph 80(15)(a) or subsection 
80.01(10). : 


Related Provisions: 28(1)(g) — Deduction from farming or fish- 
ing income when using cash method. 


History: Para. 20(1)(uu) added by 1995, c. 21, subsec. 6(3), appli- 
cable to taxation years that end after February 21, 1994. 


(1.1) Application of subsec. 13(21) — The defi- 
nitions in subsection 13(21) apply to any regulations 
made under paragraph (1)(a). 

Origin of subsec. 20(1.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 13(21)). 


(1.2) Application of subsec. 12.2(11) — The 
definitions in subsection 12.2(11).apply to paragraph 
(1)(c). 

Origin of subsec. 20(1.2): R.S.C. 1985, c. 1 (Sth Supp.). (for- 
merly contained in the opening words of subsec. 12.2(11)). 


(2) Borrowed money — For the purposes of para- 
graph (1)(c), where a person has borrowed money in 
consideration of a promise by the person to pay a 
larger amount and to pay interest on the larger 
amount, 


(a) the larger amount shall be deemed to be the 
amount borrowed; and 


(b) where the amount actually borrowed has been 
used in whole or in part for the purpose of earn- 
ing income from a business or property, the pro- 
portion of the larger amount that the amount actu- 
ally so used is of the amount actually borrowed 
shall be deemed to be the amount so used: 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


(2.1) Limitation of expression “interest” — 
For the purposes of paragraphs (1)(c) and (d), “inter- 
est” does not include an amount that is paid after the 
taxpayer’s 1977 taxation year or payable in respect 
of a’ period after the taxpayer’s 1977 taxation year, 
depending on the method regularly followed by the 
taxpayer in computing the taxpayer’s income, in re- 
spect of interest on a policy loan made by an insurer 
except to the extent that the amount of that interest is 
verified by the insurer in prescribed. form and within 
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the prescribed time to be 
(a) interest paid in the year on that loan; and 


(b) interest (other than interest that would, but for 
paragraph (2.2)(b), be interest on money bor- 
rowed before 1978 to acquire a life insurance pol- 
icy or on an amount payable for property ac- 
quired before 1978 that is an interest in a life 
insurance policy) that is not added to the adjusted 
cost basis (within the meaning given that expres- 
sion in subsection 148(9)) to the taxpayer of the 
taxpayer’s interest in the policy. 

Related Provisions: See Related Apiaconniens and Definitions at 

end of s. 20. 

Pre-RSC History: Para. 2002: 1)(b) substituted by 1979, c. 5, sub- 

sec. 7(3), applicable to 1978 et seq. 

Subsec. 20(2.1) substituted by 1977-78, c. 32, subsec. 5(2), applica- 

ble to 1978 et seq. 

Subsec. 20(2.1) added by 1977-78, c. 1, subsec. 14(2), applicable to 

1978 et seq. 

Regulations: 4001 (prescribed time). 

Interpretation Bulletins: IT-355R2: Interest on loans to buy life 


insurance policies and annuity contracts, and interest on Rolicy 
loans. 


Forms: T2210: Verification of policy loan interest by the insurer. 


(2.2) Limitation of expression “life insurance 
policy” — For the purposes of paragraphs .(1)(c) 
and (d), a “life insurance policy” does not include a 
policy 
(a) that is or is issued pursuant to a registered 
pension plan, a registered retirement savings 
plan, an income-averaging annuity contract or a 
deferred profit sharing plan; 


(b) that was an annuity contract issued before 
1978 that provided for annuity payments to com- 
mence not later than the day on which the policy- 
holder attains 75 years of age;.or 


(c) that is an annuity contract all of the insurer’s 
reserves for which vary in amount depending on 
the fair market value of a specified group of 
properties. 
Related Provisions: 138(12)‘life insurance policy”. See addi- 
tional Related provisions and Definitions at end of s. 20. 
History: Para. 20(2.2)(c) added by 1994,c. 7, Sch. TENT; c. 49), 
subsec. 15(6), applicable to 1987 et seq. 


Pre-RSC History: Para. 20(2.2)(a) amended by 1990, c. 35, s. 29, 
to substitute “pension plan” for “pension fund or plan”, applicable 
after 1985. 


Para. 20(2.2)(a) substituted by 1980-8 1-82-83, c. 140, subsec. 12(5), 

applicable after November 12, 1981. Para. 20(2. 2)(a) formerly read: 
(a) referred to-in paragraph 148(1)(b); or 

Subsec. 20(2.2) substituted by 1979, c. 5, subsec. 7(3), spate to 

1978 et seq. 

Subsec. (2.2) added by 1977- 78, c. 1, subsec. 14(2), applicable to 

1978 et seq. 


Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans. 


(3) Borrowed money — For greater certainty, it is 
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hereby declared that where a taxpayer has used bor- 
rowed money 


(a) to repay money previously borrowed, or 


(b) to pay an amount payable for property de- 
scribed in subparagraph (1)(c)(ii) previously 
acquired, | 


subject to subsection 20.1(6), the borrowed money 
shall, for the purposes of paragraphs (1)(c), (e) and 
(e.1), subsections 20.1(1) and (2), section 21 and 
subparagraph 95(2)(a)(i1) and for the purpose of par- 
agraph 20(1)(k) of the Income Tax Act, Chapter 148 
of the Revised Statutes of Canada, 1952, be deemed 
to have been used for the purpose for which the 
money previously borrowed was used or was 
deemed by this subsection to have been used, or to 
acquire the property in respect of which the amount 
was payable, as the case may be. 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


History: That portion of subsec. 20(3) after para. (b) amended by 
1995, c. 21, s..45, applicable to expenses incurred in taxation years 
that begin after 1994 except that, where there has been a change in 
the taxation year of a foreign affiliate of a taxpayer in 1994 and 
after February 22, 1994, the amended legislation applies to expenses 
incurred in taxation years of the foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 


tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 

after 1994 began at a time in 1995 that is earlier than the time 

that that taxation year would have begun if there had not been 
that change in the taxation year of such foreign affiliate. 


That portion formerly read: 


subject to subsection 20.1(6), the borrowed money shall, for 
the purposes of paragraphs (1)(c), (e) and (e.1), subsections 
20:1(1) and (2) and section 21, and for the purpose of para- 
graph 20(1)(k) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, be deemed to have been used 
for the purpose for which the money previously borrowed 
was used or was deemed by this subsection to have been 
used, or to acquire the property in respect of which the 
amount was payable, as the case may be. © 


That portion of subsec. 20(3) after para. (b) substituted by 1994, c. 
21, subsec. 12(6), applicable to expenses incurred after 1987 except 
that, in its application to such expenses incurred before 1994, that 
portion shall be read without reference to the expressions “subject 
to subsection 20.1(6)” and “subsections 20. : 1) and (2)”. That por- 
tion formerly read: 


the borrowed money shall, for the purposes of paragraph 
(1)(c) (or 20(1)(k) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952) and section 21, be deemed 
to have been used for the purpose for which the money previ- 
ously borrowed was used or was deemed by this subsection to 
have been used, or to acquire the property, in respect of which 
the said amount was so payable, as the case. may be. 


Selected Cases [subsec. 20(3)]: Grenier v. MNR, [1992] 1 
C.T.C. 2703 (TCC); appealed to FCTD (May 22, 1992), File T- 
1193-92 (Interest deductible only on portion of loan used .to earn 
income); Emerson v. The Queen, [1986] 1 C.T.C. 422 (FCA); leave 
to appeal to SCC refused [unreported] (June 12, 1986), Doc. 19907 
(Interest disallowed where money borrowed to repay previous loan 


S. 20 


on shares no longer owned). 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


I.T. Technical News: No. 3 (use of a. partner’s: assets eh a 
partnership). 


roe 
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(4) Bad debts from dispositions of 
depreciable property — Where an amount that is 
owing to a taxpayer as or on account of the proceeds 
of disposition of depreciable property (other than a 
timber resource property or a passenger vehicle hav- 
ing a cost to the taxpayer in excess of $20,000 or 
such other amount as may be prescribed) of the tax- 
payer of a prescribed class is established by the tax- 
payer to have become a bad debt in a taxation year, 
there may be deducted in computing the taxpayer’s 
income for the year the lesser of 


(a) the amount so owing to the taxpayer, and 


(b) the amount, if any, by which the capital cost 
to the taxpayer of that property exceeds the total 
of the amounts, if any, realized by the taxpayer 
on account of the proceeds of disposition. 


Related Provisions: 20(1)(a)— Capital. cost. of property; 
50(1)(a) — Deemed disposition where debt becomes: bad. debt; 
79.1(7)(d) — Deduction by creditor for bad debt where property 
seized; 79.1(8) — No deduction for principal amount of bad debt 
where property seized by creditor. See additional Related provisions 
and Definitions at end of 's. 20. 


History: Subsec. 20(4) substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 15(7), applicable with respect to amounts that are estab- 
lished after July 13, 1990 to have become bad debts. Subsec. 20(4) 
formerly read: 


(4) Uncollectable portion of proceeds of disposition. of 


depreciable property — Where an amount that is owing to a 
taxpayer as or on account of the proceeds of disposition of 
depreciable: property (other than a timber resource property) 
of the taxpayer of a prescribed class.is established. by the tax- 
payer to have become a bad debt in a taxation year, there may 
be deducted in ee the taxpayer s income for the year 
the lesser of 


(a) the amount so owing to. piss taxpayer, and 


(b) the amount, if any, by which the capital cost to the 
taxpayer of that property exceeds the aggregate of the 

_ amounts, if any, realized by the taxpayer on account of 
the procedns of disposition. 


Pre- RSC History: Subsec. 20(4) substituted by 1974-75-76, c. 26, 


subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974, to add “(other than a timber. resource property)”. 


Regulations: 7307(1) (prescribed amount iS s $24, 000 plus sales 
taxes. 


Interpretation Bulletins: IT-159R3: Capital debts US Oe to 
be bad debts; IT-220R2: CCA — proceeds of disposition of depre- 
ciable property; IT-442R: Bad debts and reserve for doubtful debts. 


(4.1) Idem — Where an amount that is owing toa 
taxpayer as or'on account of the proceeds of disposi- 
tion of a timber resource property of the taxpayer is 
established by. the taxpayer to have become a bad 
debt in a taxation year, the amount so owing to the 
taxpayer may be deducted in computing the. tax- 
payer’s income for the year. deg 


Related Provisions: 50(1)(a) — Deemed disposition where debt 
becomes bad debt; 79:1(7)(d) — Deduction by creditor for bad debt 
where property seized; 79:1(8) —No deduction for principal 
amount of bad ‘debt where property seized by creditor. See Related 
provisions and Definitions at end of s. 20. 


Pre-RSC History: Subsec. 20(4. 1) added by 1974-75-76, c. 26, 
subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974. 


Interpretation Bulletins: IT-442R: Bad debts and reserve for 
doubtful debts. 


(4.2) Idem — Where, in. respect of a disposition of 
eligible capital property by a taxpayer, an amount 
that comes within the terms of paragraph (a) of the 
description of E in the.definition “cumulative eligi- 
ble capital” in subsection 14(5) was included in the 
calculation of the taxpayer’s cumulative eligible cap- 
ital and is established by the taxpayer to have be- 
come a bad debt in a taxation year, there shall be de- 
ducted in computing the income of the taxpayer for 
the year 


(a) the amount, if any, by which 
(i) */4 of the total of 


(A) the total of all amounts each of which 
is such an amount that was so established 
‘by the taxpayer to be a bad debt in the 
year, and 


(B) the total of all amounts each of which 
is such an amount that was. so established 
by the taxpayer:to be a bad debt in a pre- 
ceding taxation year, 
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excéeds the total of 
(ii) the total of all amounts each of which is 


(A) the taxable capital gain of the taxpayer 
determined under subsection 14(1) for the 
year or a preceding taxation year and in re- 
spect of which a deduction can reasonably 
be considered to have been claimed under 
section 110.6, or 


(B) an amount determined in respect of the 
taxpayer for D in subparagraph 14(1)(a)(v) 
for the year or a preceding taxation year, 
and 


(iii) the total of all amounts deducted by the 
taxpayer under this subsection in preceding 
taxation years 


and the amount, if any, by which 


(b) */4 of the amount. determined under clause 
(a)()(A) for the year 


exceeds 


(c) the amount determined under paragraph (a) 
for the year 


shall be deemed to be an allowable capital loss of the 
taxpayer from a disposition of capital property by the 
taxpayer in the year. 


Related Provisions: 12(1)(i.1)—Bad debts recovered; 
39(11)— Bad debt recovery; 50(1)(a) — Deemed disposition 
where debt becomes bad debt; 79.1(7)(d) — Deduction by creditor 
for bad debt where property seized; 79.1(8) — No deduction for 
principal amount of bad debt. where property seized by creditor; 
89(1)“capital dividend account’’(c) — Capital dividend account. See 
additional Related provisions and Definitions at end of s. 20. 


History: Subpara. 20(4.2)(a)(ii) amended by 1995, c. 3, subsec. 


7(2), applicable to taxation years that end after February 22, 1994, 
Subpara. (ii) formerly read: 


(11) the total of all amounts each of which is an amount deter- 
mined under subparagraph 14(1)(a)(v) in respect of the tax- 
payer for the year or a preceding taxation year, and in respect 
of which a deduction under section 110.6 may reasonably be 
considered to have been claimed, and 


Pre-RSC History: Subsec. 20(4.2) added by 1988, c. 55, subsec. 
12(11), applicable with respect to dispositions of property occurring 
after June 17, 1987, other than dispositions pursuant to the terms of 
an obligation entered into in writing before June 18, 1987, except 
that 
(a) in the case of a corporation, in respect of dispositions of 
property occurring in taxation years commencing before July 
1988, and 
(b) in any other case, in respect of dispositions of property oc- 
curring in fiscal periods commencing before 1988, 


the references to ‘/s” shall be read as references to “!/2”. 


Interpretation Bulletins: [T-123R5: Transactions involving eli- 
gible capital property. 


(5) Sale of agreement for sale or mortgage 
included in proceeds of disposition — Where 
depreciable property, other than a timber resource 
property, of a taxpayer has, in a taxation year, been 
disposed of to a person with whom the taxpayer was 
dealing at arm’s length, and the proceeds of disposi- 
tion include an agreement for sale of or mortgage on 
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land that the taxpayer has, in a subsequent taxation 
year, sold to a person with whom the taxpayer was 
dealing at arm’s length, there may be deducted in 
computing the income of the taxpayer for the subse- 
quent year an amount equal to the lesser of 


(a) the amount, if any, by which the principal 
amount of the agreement for sale or mortgage 
outstanding at the time of the sale exceeds the 
consideration paid by the purchaser to the tax- 
payer for the agreement for sale or mortgage, and 


(b) the amount determined under paragraph (a), 
less the amount, if any, by which the proceeds of 
disposition of the depreciable property exceed the 
capital cost to the taxpayer of that property. 
Related Provisions: See Related provisions and Definitions at 
end of s. 20. 
Pre-RSC History: Subsec. 20(5) substituted by 1974-75-76, c.,26, 
subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974, to add “(other than a timber resource property)”. 


Interpretation Bulletins: IT-323: Sale of mortgage included in 
proceeds of disposition of depreciable property. 


(5.1) Idem — Where a timber resource property of a 
taxpayer has, in a taxation year, been disposed of to 
a person with whom the taxpayer was dealing at 
arm’s length, and the proceeds of disposition include 
an agreement for sale of or mortgage on land that the 
taxpayer has, in a subsequent taxation year, sold to a 
person with whom the taxpayer was dealing at arm’s 
length, there may be deducted in computing the in- 
come of the taxpayer for the subsequent year the 
amount, if any, by which the principal amount of the 
agreement for sale or mortgage outstanding at the 
time of the sale exceeds the consideration paid by 
the purchaser to the taxpayer for the agreement for 
sale or mortgage. 

Related Provisions: See Related provisions and Definitions. at 
end of s. 20. 

Pre-RSC History: Subsec. 20(5.1) added by 1974-75-76, c. 26, 
subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974. 


(6) Special reserves — Where an amount is de- 
ductible in computing income for a taxation year 
under paragraph (1)(m).as a reserve in respect of 


(a) articles of food or drink that it is reasonably 
anticipated will have to be delivered after the end 
of the year, or 


(b) transportation that it is reasonably anticipated 
will have to be provided after the end of the year, 


there shall be substituted for the amount determined 
under that paragraph an amount not exceeding the. 
total of amounts included in computing the tax- 
payer’s income from the business for the year that 
were received or receivable (depending on. the 
method regularly followed by the taxpayer in com- 
puting the taxpayer’s profit) in the year in respect of 


(c) articles of food or drink not delivered before 
the end of the year, or 
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(d) transportation not provided before the end of 
the year, 


as the case may be. 


Related Provisions: 12(1)(c) — Reserves in respect of certain 
goods and services, etc., rendered. See additional Related provisions 
and Definitions at end of s. 20. 


Interpretation Bulletins: IT-154R: Special reserves. 


(7) Where para. (1)(m) does not apply — Para- 
graph (1)(m) does not apply to allow a deduction 


(a) as a reserve in respect of guarantees, indemni- 
ties or warranties; 


(b) in computing ‘the income of a ee fr a 
taxation year from a business in any case where 
the taxpayer’s income for the year from that busi- 
ness is computed in accordance with the method 
authorized by subsection 28(1); or 


(c) as a reserve in respect of insurance, except 
that in computing an insurer’s income for a taxa- 
tion year from an insurance business, other than a 
life insurance business, carried on by it, there 
may be deducted as a policy reserve any amount 
that the insurer claims not exceeding the amount 
prescribed in respect of the insurer for the year. 


Related Provisions: 12(1)(e) — Income inclusion in following 
year; 12(1)(s) — Reinsurance’ commission; 18(1)(e.1) — Unpaid 
i 8 Deduction for unpaid 
claims reserve adjustment; 87(2.2) — Amalgamation of insurance 
corporations; 88(1)(g) — Winding-up of subsidiary insurance cor- 
porations; Reg. 8100(a) — Unpaid claims reserve adjustment. See 
additional Related provisions and Definitions at end of s. 20. 


History: Para. 20(7)(c) amended by 1997, c. 25, subsec. 5(2), ap- 
plicable to 1996 et seg. Para. (c) formerly read: 


(c) as a reserve in respect of insurance, except that an insur- 

ance corporation may, in computing its income for a taxation 

year from an insurance business, other than a life insurance 

business, carried on by it, deduct as policy reserves such 

amounts’ as. are prescribed for the purposes of this paragraph. 
Pre-RSC History: Para. 20(7)(c) substituted by 1977-78, c. 1, 
subsec. 14(3), applicable to 1978 ef seg., to substitute “may” for 
“shall” in the 2nd: line. & 


Selected Cases [subsec. 20(7)]: Sears Canada Inc. v. Canada, 
[1989] 1 C.T.C, 127 (FCA); leave to appeal to SCC refused (sub 
nom. Sears Can.-Inc. v.. MNR) (1989), 100 NR. 160: (note) (Mainte- 
nance agreement for appliances, constituted indemnity; reserves dis- 
allowed); Amesbury Distributors Ltd. v. The Queen, |1984] C.T.C. 
667 (FCTD) (Reserve from fee charged to dealers for after-sales 
service disallowed); Mister Muffler Ltd: v. The Queen, [1974] 
C.T.C. 813 (FCTD) (No reserve permitted for part of purchase price 
constituting contingent allowance for replacement), 

Regulations: 1400(1) (amount prescribed for 20(7)(c)). 


Interpretation Bulletins: IT-154R: Special reserves. 


(8) No deduction in respect of property in 
certain circumstances — Paragraph (1)(n) does 
not apply to allow a deduction in computing the in- 
come of a taxpayer for a taxation year from a busi- 
ness in respect of a property sold in the course of the 
business if 


(a) the taxpayer, at the end of the year or at any 
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time in the immediately following taxation year, 
(i) was exempt from tax under any provision 
of this Part, or , : ) 
(ii) was not resident in Canada and did not 
carry on the business in»Canada; or 

(b) the sale occurred more than 36 months before 

the end of the year. 


Related Provisions: 149 — Exemptions. See additional Related 
provisions and Definitions at end of s, 20. 


\Pre-RSC: History: Subsec. 20(8) substituted by 1980-81-82-83, c. 


140, subsec. 12(6), applicable with respect to property. sold. after 

November 12, 1981 otherwise than pursuant to the terms in. exis- 

tence on that date of an offer or agreement in writing made or en- 

tered into on or before that date. Subsec. 20(8) formerly read: % 
(8) Paragraph (1)(n) does not apply. to allow a deduction in 
computing the income of a taxpayer fora taxation year from a 
business in respect of a property sold in the course of the bus- 
iness if the.taxpayer, at the end of the year or at any time in 
the immediately following year, 


(a). was exempt from tax under any provision of this Part, 
or | at) al 
(b) was not resident in Canada and did not-carry on the 
business in Canada. 
Subsec. 20(8) substituted by 1974-75-76, c. 26, subsec. 8(4), appli- 
cable in respect of dispositions of property after May 6, 1974. Sub- 
sec. 20(8) formerly read: 


(8) Paragraph 1(n) does not apply to allow a deduction, in. 
computing the income of a taxpayer fora taxation year froma. 
business in respect of property:sold in the course of the busi- 
ness where the taxpayer ceases to be a resident of Canada or 
becomes exempt from tax under any provision of this Part at 
any time in the year or in the immediately following year. 


Interpretation Bulletins: IT-152R3: Special: reserves — sale: of 
land; IT-154R: Special reserves. 


(9) Application of para. (1)(cc) ay tied of 
making any deduction of an amount permitted by 
paragraph (1)(cc) in computing’a taxpayer’s income 
for a taxation year from a business, the taxpayer 
may, if the taxpayer so elects in prescribed manner, 
make. a deduction of '/io.of that amount in computing 
the taxpayer’s income for that taxation year and.a 
like deduction in computing the. taxpayer’s income 
for each of the 9 immediately following. taxation 
years. 

Related Provisions: 13(12) — Application of: 20(1)(cc); 96(3) — 
Election by members:of partnership. See additional Related. provi- 
sions and. Definitions at end of s. 20. 


Regulations: 4100. (prescribed manner). 
Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(10) Convention expenses — Notwithstanding 
paragraph 18(1)(b), there may. be deducted in ,com- 
puting a taxpayer’s income fora taxation year froma 
business an amount paid by the taxpayer in the year 
as or on account. of expenses incurred by the tax- 
payer in attending, in connection with the business, 
not more than two conventions held during the year 
by a business or professional organization at a loca- 
tion that may reasonably be regarded as consistent 
with the territorial scope of that organization. 
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Related Provisions: 67.1(3) — Meals and entertainment in- 
cluded in fee for convention; Canada-U.S. tax treaty, Art. 
XXV:9 — Fees for convention held in U.S. deductible if would be 
deductible in Canada. See additional Related provisions and Defini- 
tions at end of s. 20. 

Selected Cases [subsec. 20(10)]: Wees v. Canada, [1995] | 
C.T.C. 2711 (FCA) (Seminars and inhouse meetings held to be con- 
ventions and deductions limited). 


Interpretation Bulletins: IT-131R2: Convention expenses; IT- 
357R2: Expenses of training. 


(11) Foreign taxes on income from property 
exceeding 15% — In computing the income of an 
individual from a property other than real property 
for a taxation year after 1975 that is income from a 
source outside Canada, there may be deducted the 
amount, if any, by which, 


(a) such part of any income or profits tax paid by 
the taxpayer to the government of a country other 
than Canada for the year as may reasonably be 
regarded as having been paid in respect of an 
amount that has been included in computing the 
taxpayer’s income for the year from the property, 


exceeds 


(b) 15% of the amount referred to in paragraph 
(a). 


Related Provisions: 20(12) — Deduction for foreign tax as alter- 
native to credit; 104(22)-(22.4) — Foreign tax credit for benefi- 
ciaries of trust; 126(1) — Foreign tax credit; 126(7)“non-business- 
income tax”(b) — Limitation on foreign tax credit; 144(8.1) — Em- 
ployee profit sharing plan — Foreign tax deduction; Canada-U.S. 
tax treaty, Art. XXIX:5 — United States S corporations. See addi- 
tional Related provisions and Definitions at end of s. 20. 


Pre-RSC History: All that portion of subsec. 20(11) preceding 
para. (a) substituted by 1974-75-76, c. 26, subsec. 8(5), applicable 
to 1976 et seq., to add “other than real property”. 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trusts 
and beneficiaries; IT-506:, Foreign income taxes as a deduction from 
income. 


(12) Foreign non-business income tax — In 
computing a taxpayer’s income for a taxation year 
from a business or property, there may be deducted 
such amount as the taxpayer claims not exceeding 
the non-business income tax paid by the taxpayer for 
the year to the government of a country other than 
Canada (within the meaning assigned by subsection 
126(7) read without reference to paragraphs (c) and 
(e) of the definition “non-business-income tax” in 
that subsection) in respect of that income, other than 
any such tax, or part thereof, that can reasonably be 
regarded as having been paid by a corporation in re- 
spect of income from a share of the capital stock of a 
foreign affiliate of the corporation. 


Related Provisions: 20(11) — Deduction to limit foreign tax 
credit of individual; 104(22)—(22.4) — Foreign tax credit for benefi- 
ciaries of trust; 126(1) — Foreign tax credit; 126(7)“non-business- 
income tax’(c)— Limitation on foreign tax credit. See additional 
Related provisions and Definitions at end of s. 20. 


History: Subsec. 20(12) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 9(3), applicable to 1992 et seg. Subsec. 20(12) formerly 
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read: 


(12) Foreign non-business income tax — In computing 
the income of a taxpayer for a taxation year, there may, be 
deducted such amount as the taxpayer may claim not exceed- 
ing the non-business income tax paid by the taxpayer for the 
year to the government of a country other than Canada 
(within the meaning assigned by the definition “non-business- 
income tax” in subsection 126(7) if that definition read with- 
out reference to paragraphs (c) and (e) thereof) other than any 
such tax, or part thereof, that may reasonably be regarded as 
having been paid by a corporation in respect of income from 
a share of the capital stock of a foreign affiliate of the 
corporation. 
Pre-RSC History: Subsec. 20(12) substituted by 1980-81-82-83, 


c. 140, subsec. 12(7), applicable to taxation years commencing after 
November 12, 1981 to add reference to. subpara. 126(7)(c)(v). 


Subsec. 20(12) added by 1977-78, c. 32, subsec. 5(3), applicable to 
1978 et seq. 


Selected Cases [subsec. 20(12)]: Kaiser v. MNR, [1991] 2 
C.T.C. 2168 (TCC) (No deduction for foreign non-business in- 
come); Taylor v..Canada, [1991] 1 C.T.C. 304 (FCA) (Deduction 
allowed in respect of non-business income tax paid during period of 
residence only). 


interpretation Bulletins: IT-201R2: Foreign tax credit — trusts 
and beneficiaries; IT-506: Foreign income taxes as a deduction from 
income. 


Pre-RSC History [former subsec. 20(12)]: Subsec. 20(12) re- 
pealed by 1973-74, c. 30, s. 3, applicable to 1973 et seg. Subsec. 
20(12) formerly read: 


(12) In computing the income of a taxpayer for a taxation 
year from a business carried on by him in a country other 
than Canada, there may.be deducted the amount, if any, of 
any income or profits taxes paid to the government of a state, 
province or other political subdivision of that country to the 
extent that such taxes 


(a) were deductible under the laws of that country in 
computing the amount for the year on which the taxpayer 
is liable to pay income or profits tax imposed by the gov- 
ernment of that country, and 


(b) may reasonably be regarded as having been paid in 
respect of the income of the taxpayer for the year from 
that business. 


(13) Dividend on share from foreign affiliate 
of taxpayer — In computing the income for a taxa- 
tion year of a taxpayer resident in Canada, there may 
be deducted such amount in respect of a dividend re- 
ceived by the taxpayer in the year on a share owned 
by the taxpayer of the capital stock of a foreign affil- 
iate of the taxpayer as 1s provided by subdivision 1. 
Related Provisions: 91(5) — Amount deductible in respect of 
dividends received from foreign affiliate; 113(1) — Deduction re 
dividend received from foreign affiliate. See additional Related pro- 
visions and Definitions at end of s. 20. 


(14) Accrued bond interest — Where, by virtue 
of an assignment or other transfer of a debt obliga- 
tion, other than an income bond, an income deben- 
ture, a small business development bond or a small 
business bond, the transferee has become entitled to 
an amount of interest that accrued on the debt obli- 
gation for a period commencing before the time of 
transfer and ending at that time that is not payable 
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until after that time, that amount 


(a) shall be included as interest in computing the 
transferor’s income for the transferor’s taxation 
year in which the transfer occurred, except to the 
extent that it was otherwise included in comput- 
ing the transferor’s income for the pias or a pre- 
ceding taxation year; and » | 


(b) may be deducted in computing: the trans- 
feree’s income for a taxation year to the extent 
that the amount was included as interest in com- 
puting the transferee’s income for the year. 
Related Provisions: 12(9) — Deemed. accrual; 53(2)(1) — Ad- 
justed cost. base — amounts to, be deducted; 138(12)“gross invest- 
ment revenue” E(b) — Inclusion in gross investment revenue of in- 
surer; 142.4(1)“tax basis”(m) — Disposition of specified debt 
obligation by financial institution; 142.4(3)(b) — Disposition of 
specified debt obligation by financial institution: 142:5(3)(a) — 
Mark-to-market debt obligation;’ 214(6)—- Deemed interest; 
214(9) — Deemed resident. See additional Related provisions: and 
Definitions at end of s. 20. 
Pre-RSC History: Subsec. 20(14) substituted by 1980-81-82-83, 
c. 140, subsec. 12(8), applicable with respect to transfers occurring 
after November 12, 1981. Subsec. 20(14) formerly read: .. 


(14) Where; by virtue of an assignment or other transfer of a’ 
bond, debenture or similar security (other than an income 
bond or an income debenture), including for greater certainty 
an assignment or other transfer after June 18, 1971 of a bill, 
note, mortgage, hypothec or similar obligation, the transferee 
has become. entitled to interest in respect of a period com- 
mencing before:the time of transfer and ending after that time 
that is not payable until after the time of transfer, an amount 
equal to that proportion of the interest that the number of days 
in the portion of the period that preceded the day of transfer is 

~ of the number of days in the whole period 


(a) shall be included in. computing the transferor’s. in- 
come for the taxation year in, which the transfer was 
made, and 


(b) may be deducted in computing the. transferee’ s in- 
come for a taxation year in the computation of Winich 
there’ has been included 


‘a the full amount of the intérest under section 12, or 
(ii) a portion of the interest under paragraph (a). 


Selected Cases [subsec. 20(14)]: Antosko (H.B.) v. Canada, 
[1994] 2 C.T.C. 25 (SCC) (Ability to claim deduction not dependent 
on inclusion of interest by transferor). 


Interpretation Bulletins: IT-320R2: RRSPs — qualified invest- 
ments; IT-396R: Interest income; IT-410R: Debt obligations — ac- 
crued interest on: transfer. 


(14.1) Interest on debt obligation — Where a 
person who. has issued a debt obligation, other than 
an income bond, an income debenture, a small busi- 
ness development bond or a small business bond, is 
obligated to pay an amount that is stipulated to be 
interest on that debt obligation in respect of a period 
before its issue (in this subsection referred to as the 
“unearnéd interest amount’) and it is reasonable to 
consider that the person to whom the debt obligation 
was. issued paid to:the issuer consideration for, the 
debt obligation ‘that included an amount in respect of 
the unearned. interest amount, 


(a) for the purposes of subsection (14) and sec- 
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tion 12, the issue of the debt obligation shall be 
deemed to be an assignment of the debt obliga- 
tion from the issuer, as transferor, to the person to 
whom the obligation was issued as transferee; 
and an amount equal to the unearned interest 
amount shall be deemed to be interest that ac- 
crued on the obligation for a period commencing 
before the issue and ending at the time of issue; 
and 


(b) notwithstanding paragraph (a) or any other 

provision of this Act, no amount that can reason- 

ably be considered to be an amount in respect of 

the unearned interest amount shall be deducted or 

included in computing the income of the issuer. 
Related Provisions: See Related inching and Definitions at 
end of, s. 20. 


Pre-RSC History: Subsec..20(14.1) added by. 1984, c. 1, subsec. 
9(3), applicable to taxation years commencing after 1982. 


(15) Regulations — For greater certainty it is 


hereby declared that, in the case of a regulation made 
under paragraph (1)(v.1) allowing to a taxpayer an 
amount in respect of natural accumulations of petro- 
leum or natural gas in Canada, oil or gas wells in 
Canada or mineral resources in Canada, 


(a) there may be allowed to the taxpayer by that 
regulation an amount in respect of any or all such 
accumulations, wells: or resources; and 
(b) notwithstanding any other provision con- 
tained in this Act, the Governor in Council may. 
prescribe the formula by which the amount that 
may be allowed to the taxpayer by that regulation 
shall be determined. 
Related Provisions: See: Related provisions and Definitions at 
end of-s.:20. 


Pre-RSC History: All that portion of subsec. 20(15) preceding 
para. (b) amended to add “natural accumulations of- petroleum or 
natural gas in Canada” in that portion preceding para. (a) and to 
substitute “such accumulations, wells or resources’ for “such oil or 
gas wells in Canada or mineral resources in Canada’, by 1986, .c. 6, 
subsec. 31(2), applicable to taxation years ending after March, 
1985. 


Subsec. 20(15) added by 1974-75-76, c. 71, subsec. 1(2), applicable 
to’ 1976 et seq. 


Regulations: 1210 (amount allowed under 20(1)(v.1)). 


(16) Terminal loss — Notwithstanding paragraphs 
18(1)(a), (b) and (h), where at the end of a taxation 
year, 


(a) the total of all amounts used to determine A to 
D in the definition “undepreciated capital cost” in 
subsection 13(21) in respect of a taxpayer’s de- 
preciable property of a particular class exceeds 
_,, the total of all amounts used to determine E to J 
in that definition in respect of that property, and 


(b) the taxpayer no longer owns any property of 
that class, 


in computing the taxpayer’s income for the year 


(c) there shall be deducted the amount of the ex- 
cess determined under paragraph (a), and 
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(d) no amount shall be deducted for the year 
under paragraph (1)(a) in respect of property of 
that class. 


Related Provisions: 13(1) — Recapture where E to J exceed A 
to D; 13(6) — Misclassified property; 13(21.1) — Limitation on 
disposition of a building; 13(21.2) — Limitation where. affiliated 
No terminal loss for lux- 
ury automobile; 20(16.2) — Meaning of “taxation year” and “year”; 
20(16.3) — Property disposed of after ceasing business; 28(1)(g) — 
Deduction from farming or fishing income when using cash 
method: 164(6)(b) — Disposition of property by legal representa- 
tive of deceased taxpayer. See additional Related provisions and 
Definitions at end of s. 20. 


History: That portion of subsec. 20(16) following para. (d) re- 
pealed by 1994, c. 7, Sch. II (1991, c. 49), subsec. 15(8), applicable 
to taxation years beginning after July 13, 1990. That portion for- 
merly read: 


and the amount of the excess determined under paragraph (a) 
shall be deemed to have been deducted under paragraph — 
(1)(a) in computing the taxpayer’s income for the year from a 
business or property. 


Pre-RSC History: Para. 20(16)(a) substituted by 1988, c. 55; 
subsec. 12(12), applicable.to 1985 et seg. Para. 20(16)(a) formerly 
read: 


(a) the aggregate of all amounts determined under subpara- 
graphs 13(21)(f)(i) to Gii.1) in respect of depreciable property 
of a particular prescribed class of a taxpayer exceeds the ag- 
gregate of all amounts determined under subparagraphs 
13(21)(f)(Gii) to (vill) in respect of depreciable property of 
that class of the taxpayer, and _ 

Para. 20(16)(a) substituted by 1980-81-82-83, c. 48, subsec. 10(6), 

applicable to taxation years ending after December 11, 1979, to sub- 

stitute “to (ii.1)” for “and (41)” and “(viii)” for “(vi)”. 

Subsec. 20(16) added by 1977-78, c. 1, subsec. 14(4), applicable to 


taxation years commencing after May 25, 1976 and ending after 
March 31, 1977. 


Selected Cases [subsec. 20(16)]: Gordon v. Canada, [1995] 2 
C.T.C. 2185 (TCC) (Uncompleted film held to be “depreciable 
property”. Terminal loss allowed). 


Interpretation Bulletins: IT-172R: CCA — taxation year of indi- 
viduals; IT-195R4: Rental property — CCA restrictions; IT-288R2: 
Gifts of capital properties to a charity and others; IT-464R: CCA — 
leasehold interests; IT-465R: Non-resident beneficiaries of trusts; 
IT-478R: CCA — recapture and terminal loss; IT-522R: hi 
travel and sales expenses of employees. 


(16.1) Idem — Subsection (16) does not apply in re- 
spect of a passenger vehicle of a taxpayer that has a 
cost to the taxpayer in excess of $20,000 or such 
other amount as is prescribed. 

Related Provisions: 13(2)— No recapture on luxury automo- 
bile; 13(7)(g) — Dispo- 
sition after ceasing business; 20(16.2) — Meaning of “taxation 
year” and “year”; Reg. 1100(2.5) — 50% CCA in year of disposi- 
tion. See additional Related provisions and Definitions at end of s. 
20: 


History: Subsec. 20(16.1) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 9(4), applicable to taxation years and fiscal periods 
beginning after June 17, 1987 that end after 1987. Subsec. 20(16.1) 
formerly read: 


(16.1) ldem — Notwithstanding paragraph (16)(c), where an 
excess amount is determined under paragraph (16)(a) at the 
end. of a taxation year in respect of a passenger vehicle having 
a cost to a taxpayer in excess of $20,000 or such other 
amount as may be prescribed, that excess amount shall not be 
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deducted in computing the taxpayer’s income for the year. 


Pre-RSC History: Subsec. 20(16.1) substituted by 1990, c, 39, 
subsec. 9(2), applicable with respect to fiscal periods and taxation 
years commencing after June 17, 1987 that end after 1987. Subsec. 
20(16.1) formerly read: 


(16.1) ldem — Notwithstanding paragraph (16)(c), where the 
excess amount at the end of a taxation year determined under 
paragraph (16)(a) is in respect of 


(a) a motor vehicle owned by a taxpayer who is an indi- 
vidual, other than a trust, except where all or substan- 
tially all of the distance travelled by the vehicle through- 
out the period that he owned it was for the purpose of 
earning income from a business or property, or 


(b) a passenger vehicle, having a cost to a taxpayer in 
excess of $20,000 or such other amount as may be pre- 
scribed, owned by a trust, partnership or corporation, 


that excess shall not be deducted in computing the taxpayer’s 
income for the year. 


Subsec. 20(16.1) added by 1988, c. 55, subsec. 12(13), applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 


Regulations: 7307(1) (prescribed amount is $24,000 plus sales 
taxes). 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-521R: Motor vehicle expenses claimed by self-em- 
ployed individuals; IT-522R: Vehicle, travel and sales eso of 
employees. 


(16.2) Reference to “taxation year” and 
“year” of individual — Where a taxpayer is an 
individual and the taxpayer’s income for a taxation 
year includes income from a business the fiscal pe- 
riod of which does not coincide with the calendar 
year, if depreciable property acquired for the purpose 
of gaining or producing income from the business 
has been disposed of, each reference in subsections 
(16) and (16.1) to a “taxation year” and “year” shall, 
for greater certainty, be read as a reference to a “fis- 
cal period”. 

Related Provisions: 11(2) — References to “taxation year” and 


“year”; 20(16.3) — Exception — disposition after ceasing business; 
249 — Taxation year; 249.1 — Fiscal period. 


Origin of subsec. 20(16.2): R.S.C. 1985, c.1 (Sth Supp.) (for- 
merly contained in para. 13(3)(a)). 


(16.3) Disposition after ceasing business — 
Where a taxpayer, after ceasing to carry ona busi- 
ness, has disposed of depreciable property of the tax- 
payer of a prescribed class that was acquired by the 
taxpayer for the purpose of gaining or producing in- 
come from the business and that was not subse- 
quently used by the taxpayer for some other purpose, 
in applying subsection (16) or (16.1), each reference 
in that subsection to.a “taxation year” and “year” 
shall, notwithstanding anything in subsection (16.2), 
not be read as a reference to a “fiscal period”. 


Origin of subsec. 20(16.3): R.S.C. 1985, c.1 (Sth Supp.) (for- 
merly contained in para. 13(8)). 


(17) Reduction of inventory allowance deduc- 
tion — Notwithstanding paragraph 20(1)(gg) of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, the deduction allowed under that 
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paragraph to a taxpayer for a taxation year shall be 
reduced by 3% of that-proportion of the lesser of 


(a) the cost amount to the taxpayer of the tax- 
payer’s qualifying inventory that was disposed of 
during the year by the taxpayer ina specified 


transaction to a person with whom the taxpayer 


was not dealing at arm’s length, and 


(b) the cost amount to the taxpayer of the tax- 
payer's qualifying inventory at the beginning of 
the year, 


that the number of days in the year and after the date 


of disposition is of 365. 


Selected Cases [subsec. 20(17)]: Brault-Clement Inc. v. Can- 
ada, [1992] 1 C.T.C. 44 (FCA); leave to appeal to SCC refused [un- 
reported] (Sept. 24, 1992), Doc. 22970 (Taxpayer was mandatary of 
provincial. government in collecting tobacco. tax; tax. not part of 
“cost amount” of tobacco products: in. inventory); Plaza Pontiac Bu- 
ick. Ltd. v.. MNR, [1991]}.2 C.T.C. 259 (FCTD);..aff'd [1994] 1 
C.T.C. 27 (FCA) (Automobiles leased to customers not “held for 
sale”). : 

I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(18) Definitions — For the purposes of this subsec- 
tion and subsection (17), 


“qualifying inventory”’ means tangible. property. de-, 


scribed in subparagraphs 20(1)(gg)() and (ii) of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, other than real property or an inter- 
est therein or property of a, taxpayer that becomes 
property of a new corporation by virtue of an amal- 
gamation or merger; ; 


“specified transaction” means _ 


(a) a distribution by a corporation of qualifying 
inventory on or in the course of its winding- up, 


(b) a disposition by a taxpayer of all or a substan- 
tial part of the taxpayer’s qualifying inventory, or 


(c) a disposition at a particular time of qualifying 
inventory by a taxpayer one.of the principal pur- 
poses of which was to permit a person with 
whom the taxpayer does not deal at arm’s length 
to obtain a deduction in respect thereof under par- 
agraph 20(1)(gg) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, for 
that person’s first taxation year commencing after 
the particular time, 


but does not include any such digtribotion or disposi- 
tion by a taxpayer to another person during a taxa- 
tion year of that other person that ends at least 11 
months after the commencement of the taxation year 
of the taxpayer during which the distribution or dis- 
position occurs. 

Pre-RSC History: The definition “qualifying inventory” was 
para. 20(18)(a), “specified transaction”, 20(18)(b). 

Subsecs. 20(17), (18) added by 1980-81-82-83, c. 48, subsec. 10(7), 
applicable with respect to dispositions of property occurring after 


December 11, 1979. [They refer to the inventory allowance ‘under 
former para. 20(1)(gg), which was repealed in 1986.] 


S. 20(20) 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(19) Annuity contract — Where a taxpayer has in 
a particular taxation year received a payment under 
an annuity contract in respect of which an amount 
was by virtue of subsection 12(3) included in com- 
puting the taxpayer’s income for a taxation year 
commencing before 1983, there may be deducted in 
computing the taxpayer’s income for the particular 
year such amount, if any, as is allowed by regulation. 
Related Provisions: 20(20) — Disposal of annuity where pay- 
ments have not commenced; 148(9)‘adjusted cost basis” 1 — 


Amount deducted reduces adjusted cost basis. See additional Re- 
lated provisions and Definitions ,at-end of-s. 20. 


Pre-RSC History: Subsec.:20(19) substituted by 1980-8 1-82-83, 
c. 140, subsec. 12(9), applicable with respect to taxation years com-: 
mencing after 1982. Subsec, 20(19) formerly. read: 


(19). Where a taxpayer has in a particular taxation: year re- 
ceived a payment under an annuity contract in respect of 
which an: amount has by virtue of subsection 12(3) been in- 
cluded in computing his income for a taxation year) there may 
be deducted in computing his income for the particular: year 
such amount, if any, as is allowed by regulation. 


Subsec. 20(19) added by 1980-81-82-83, c. 48, subsec. 10(7), appli- 
cable with respect to dispositions of property occurring after Octo- 
ber 28, 1980. 


Regulations: 303 (amounts that may be deducted). 


(20) Life insurance policy — Where ina taxation 
year a taxpayer disposes of an interest in a life insur- 
ance policy that is not an annuity contract (otherwise 
than as a consequence of a death) or of an interest in 
an annuity-contract (other than a prescribed annuity 
contract), there may be deducted in computing the 
taxpayer’s income for the. year. an amount equal. to 
the lesser of 


(a) the total of all amounts in respect of the inter- 
est in the policy that were included under. section 
12.2 of this Act or paragraph 56(1)(d.1) of the Jn- 
come Tax Act, chapter 148 of the Revised. Stat- 
utes of Canada, 1952, in computing’ the tax- 
payer’s income for the year or a preceding 
taxation year, and 


(b) the amount, if any, by which the adjusted cost 
basis. (within. the. meaning assigned by section 
148) to the taxpayer of that interest. immediately 
before the disposition exceeds the proceeds of the 
disposition (within the meaning assigned by: sec- 
tion 148) of the interest that the policyholder, a 
beneficiary or an assignee became entitled to 
receive. 

Related Provisions: 148(2) — Deemed proceeds of disposition; 


248(8) — Occurrences as a consequence of death. See additional 
Related provisions and Definitions at end of s. 20. 


History: That portion of subsec, 20(20) preceding para. (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 15(9), applicable 
with respect to dispositions eeu after 1989. That portion for- 
merly read: 


(20) Life insurance policy — Where a taxpayer has in a par- 
ticular taxation year disposed of an interest in a life insurance 
‘policy that is not an annuity contract (otherwise than as a con- 


199 


S. 20(20) 


sequence of a death) or an interest in an annuity contract 
under which annuity payments have not commenced and in 
respect of which an amount was included by virtue of subsec- 
tion 12.2(1) or (3) of this Act or subsection 12.2(4) of the 
Income Tax Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, in computing the taxpayer’s income for a taxation 
year, there may be deducted in computing the taxpayer’s in- 
come for the particular year an amount equal to the lesser of 


(a) the total of all amounts each of which is an amount in 
respect of the interest in the policy that was included by 
virtue of subsection 12.2(1), (3) or (5) of this Act or sub- 
section 12.2(4) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, in computing the tax- 
payer’s income for the year or a preceding taxation year, 
and 

Pre-RSC History: Subsec. 20(20) substituted by 1984, c. 1, sub- 

sec. 9(4), applicable to taxation years commencing after 1982. Sub- 

sec. 20(20) formerly read: 


(20) Life insurance policy — Where a taxpayer has in a par- 
ticular taxation year disposed of an interest in a life insurance 
policy, that is not an annuity contract, (otherwise than as a 
consequence of a death) or an annuity contract under which 
annuity payments have not commenced and in respect of 
which an amount was included by virtue of subsection 
12.2(1), (3) or (4) or paragraph 56(1)(d.1) in computing his 
income for a taxation year, there may be deducted in comput- 
ing his income for the particular year an amount equal to the 
lesser of 


(a) the aggregate of all amounts each of which is an 
amount in respect of the interest in the policy that was 
included by virtue of subsection 12.2(1), (3), (4) or (5) or 
paragraph 56(1)(d.1) in computing his income for the 
year or a preceding taxation year, and 


(b) an amount determined in prescribed manner. 


Subsec. 20(20) added by 1980-81-82-83, c. 140, subsec. 12(9), ap- 
plicable with respect to taxation years commencing after 1982. 


Regulations: 304 (prescribed annuity contract). 


1.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(21) Debt obligation — Where a taxpayer has in a 
particular taxation year disposed of a property that is 
an interest in a debt obligation for consideration 
equal to its fair market value at the time of disposi- 
tion, there may be deducted in computing the tax- 
payer’s income for the particular year the amount, if 
any, by which 


(a) the total of all amounts each of which is an 
amount that was included in computing the tax- 
payer’s income for the particular year or a pre- 
ceding taxation year as interest in respect of that 


property 
exceeds the total of all amounts each of which is 


(b) the portion of an amount that was received or 
became receivable by the taxpayer in the particu- 
lar year or a preceding taxation year that can rea- 
sonably be considered to be in respect of an 
amount described in paragraph (a) and that was 
not repaid by the taxpayer to the issuer of the 
debt obligation because of an adjustment in re- 
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spect of interest received before the time of dis- 
position by the taxpayer, or 


(c) an amount in respect of that property that was 
deductible by the taxpayer by virtue of paragraph 
(14)(b) in computing the taxpayer’s income for 
the particular year or a preceding taxation year. 


Related Provisions: 12(9)— Deemed accrual; 142.5(3)(a) — 
Mark-to-market debt obligation; 142.5(8)(c) — First deemed dispo- 
sition of mark-to-market debt obligation. See additional Related 
provisions and Definitions at end of s. 20. 


History: Para. 20(21)(b) amended by 1994, c. 7, Sch. VIII (1993, c, 
24), subsec. 9(5), applicable with respect to dispositions occurring 
after December 20, 1991. Para. 20(21)(b) formerly read: 


(b) the portion of an amount that was received or became re- 
ceivable by the taxpayer at or before that time that can rea- 
sonably be considered to be in respect of an amount described 
in paragraph (a) and that was not repaid by the taxpayer to the 
issuer of the debt obligation because of an adjustment in re- 
spect of interest received before that time by the taxpayer, or 


Para. 20(21)(b) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 15(10), applicable to 1986 et tes Para. 20(21)(b) pormerly 
read: 


(b) the portion of an amount that was received or beditific re- 
ceivable by the taxpayer at or before that time as can reasona- 
bly be considered to be in respect of an amount described in 
paragraph (a), or 


Pre-RSC History: Subsec. 20(21) substituted by 1984, c. 1;°sub- 
sec. 9(4), applicable to taxation years commencing after 1982. Sub- 
sec. 20(21) formerly read: 


(21) Debt obligation — Where a taxpayer has in a particular 
taxation year disposed of an interest in a debt obligation for 
consideration equal to its fair market value at the time cf dis- 
position, there may be deducted in computing his income for 
the particular year the amount, if any, by which 
(a) the aggregate of all amounts each of which is an 
amount that was included in computing his income for 


the particular year or a preceding taxation year as interest 
on the obligation 


exceeds the aggregate of all amounts each of which is, 


(b) the portion of an amount that was received or became 
receivable by him at or before that time as can reasonably 
be considered to be interest on the obligation, or 

(c) an amount in respect of the obligation that was de- 
ductible by him by virtue of paragraph (14)(b) in comput- 
ing his income for the particular year or a preceding taxa- 
tion year. : 


Subsec. 20(21) added by 1980- 81-82-83, c. 140, subsec. 12(9), ap- 
plicable to 1982 et seq. 


Interpretation Bulletins: IT-396R: Interest income. 


(22) Deduction for negative reserves — In 
computing an insurer’s income for a taxation year, 
there may be deducted the. amount included. under 
paragraph 12(1)(e.1) in computing the insurer’s in- 
come for the preceding taxation year. 

Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 88(1)(g)(1) — Windup of subsidiary insurance corpora- 


tion; 138(11.91)(d.1) — Computation of income for non-resident 
insurer. 


History: Subsec. 20(22) added by 1997, c. 25, subsec. 5(3), appli- 
cable to 1996 et seq. 


200 


Subdiv: b — Business or Property 


(23) [Repealed under former Act]: 


Pre-RSC History: Former subsec. 20(22), subsec::20(23) alii 
by 1990, c. 35, subsec. 4(3), applicable to 1991 et seq., with respect 
to contributions made to registered pension plans after 1990. Sub- 
secs. (22), (23) formerly read: 


(22) Limitation — Notwithstanding any other provision of 7 
this section, where one or more members of a related group ~ 
of employers have contributed to one or more registered pen- 
sion plans with respect to a particular individual or deceased ~ 
individual, the amount deductible with respect to that individ- 
ual in computing the income of a member for taxation years 

~ ending in a calendar year shall not exceed, 


(a) in the case of an amount deductible under paragraph 
(1)(q), the lesser of — 


(i) the amount paid by the member with respect to 
the individual that would’ be deductible under that 
paragraph if this Act were read without reference to 
this subsection, and 


(ii) $3,500 less the aggregate of all amounts each of 
which is an amount deducted in any such taxation 
year under that paragraph with respect to the individ- 
ual by any other member of the group; and 


(b) in. the case of an amount deductible under paragraph 
(1)(s), the lesser of 


(i) the amount paid. by the member oi respect to 
the individual that would be deductible under that 
paragraph if this Act were read without ErLCPHCE to 
this subsection, and 


(ii) the member’s portion of the amount by which 


(A) such amount that would be approved by the 
Minister with respect to the:individual for the ’ 
purposes of paragraph (1)(s) if the individual 
- were.a member of a registered pension plan that, 
_ provides the maximum benefits available under 
a registered pension plan and 


(I) the individual’s eligible service in respect 
of the registered pension plans of all: mem- 
bers were eligible service in respect of such 
a plan, 


(II) all the remuneration received by ae in- 
dividual in respect of eligible service under 
the registered pension plans of all members 
were his remuneration in respect of eligible 
service under such a plan, and ’ 


(IE) the benefits under such a plan in respect 
of the individual were funded or insured to 
the same extent that the aggregate of the in- 
dividual’s benefits under the registered pen- 
sion plans of all members are funded or 
insured, 


exceeds 


(B) the aggregate of all amounts each of which is 
an amount deducted with respect to:the individ- 
ual by a member of the group under. paragraph 
(1)(q) in computing the member’s income for a, 
taxation year ending in the calendar year. 


(23) “Member's portion” — For the purposes of. subpara- 
graph (22)(b)(ii), a “member’s portion” of an amount shall be 
deemed to be such portion of the amount as may reasonably 
be determined to be the member’s portion thereof having re- 
gard to the remuneration received by the individual from, and 
his eligible service with, the member. 


Subsec. 20(22) amended by 1990, c..35, s, 29, to substitute “pension 
plans” for “pension funds or plans” (in four places) and “plan” for 
“fund or plan”, applicable after 1985. 


S. 20(25) 


Subsecs. 20(22),. (23) added by 1980-81-82-83, c. 140, subsec. 
12(9), applicable to taxation years commencing after November 12, 
1981. 


(24) Amounts paid for undertaking future ob- 
ligations — Where. an amount is included. under 
paragraph 12(1)(a) in computing a taxpayer’s in- 
come for a'taxation year in respect of an undertaking 
to which that paragraph applies and the taxpayer 
paida reasonable amount in a particular taxation 
year to another person as consideration for the as- 
sumption by that other person of the taxpayer’s obli- 
gations in respect of the undertaking, if the taxpayer 
and the-other person jointly so .elect,. 


(a) the payment may be deducted in computing 
the taxpayer’s income for the particular year and 
no amount is deductible under paragraph (1)(m) 
or (m.1) in computing the taxpayer’s income for 
that or any subsequent taxation year in respect of 
the undertaking; and 


(b) where the amount was received by the. other 
person in the course of business, it shall be 
deemed to be-an amount descmbed in parageaph 
12(1)(a). 

Related Provisions: 20(25) — Manner of election; 87(2)(j) — 


Amalgamations — special reserve. See additional Related Pane 
sions and Definitions atvend of s. 20. 


History: Subsec, 20(24) substituted by 1994, c. 7, Sch. VIII (1993, 
c. 24), eo 9(6), gis to 1991 et i seq. Subsec. 20(24) for- 
merly read: : 


(24) Where a taxpayer has under paragraph 12(1)(a) included 
in computing the taxpayer’s income for a taxation year 
amounts in respect of services not rendered or ‘goods not de- 
livered before the end/of the year and the taxpayer has paid a 
reasonable,amount in a particular taxation.year to another tax- 
payer for undertaking to provide those services. or goods, if 
the payer and the recipient have jointly so elected, the follow- 
ing tules apply: 
(a) the payer may deduct the payment in UBSIRS the 
payer’s income for the particular year and no amount is 
deductible in respect of those services and goods under 
paragraph (1)(m) in computing the payer’s income for 
that or any subsequent taxation year; and 
(b) for the purposes of paragraph 12(1)(a),. the recipient 
shall be deemed to have received the payment in the 
course of a business on account of services not rendered 
or goods not delivered before the end of the taxation year 
in which the recipient received the payment. 
Pre-RSC History: Subsec. 20(24) added by 1985, c..45, subsec. 
10(3), applicable to 1982 et seg., except that an election made under 
the subsec. before January 28,,1986 shall be deemed to have been 
made before the day on or before which the election is required to 
be made by subsec. (25). Oe 
Interpretation Bulletins: IT-154R: Special reserves; IT-321R: 
Insurance agents and brokers — unearned commissions. 


(25) Manner of election — An election under sub- 
section (24) shall be made by notifying the Minister 
in writing on or before the earlier of the days on or 
before which either the payer or the recipient is re- 
quired to file a return of income pursuant to section 
150 for the taxation year in which the payment to 
which the-election relates was made. 
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Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Pre-RSC History: Subsec. 20(25) added by 1985, c. 45, subsec. 
10(3);-applicable to 1982 et seq. 


Interpretation Bulletins: [T-154R: Special reserves. 


(26) Transition deduction re unpaid claims 
reserve — An insurer may deduct, in computing its 
income for its taxation year that includes. February 
23, 1994, such amount.as the insurer claims not ex- 
ceeding the amount prescribed to be the insurer’s un- 
paid claims reserve’ adjustment. 


Related Provisions: 12.3 — Net reserve inclusion; 20(7)(c) — 
Deduction for policy. reserves; 87(2)(g.1) — Amalgamation; Reg. 
1400 — Deduction for policy reserves. See additional Related pro- 
visions and Definitions at end of s. 20. 


History: Subsec. 20(26) amended by 1995, c. 3, subsec. 7(3), ap- 
plicable to taxation years that include February 23, 1994. Subsec. 
(26) formerly read: 


(26) Deduction re net reserve adjustment — In computing 
the income from a business of a taxpayer who is an insurer or 
whose business includes the lending of money for the tax- 
payer’s first taxation year that commences after June 17, 
1987 and ends after 1987, there may be deducted an amount 
equal to the taxpayer’s prescribed amount of net reserve ad- 
justment or such lesser amount as the taxpayer may claim. 


Regulations: 8100 (unpaid claims reserve adjustment). 


(27) Loans, etc., acquired in ordinary course 
of business — For the purposes of computing a 
deduction under paragraph (1)(1), (1.1) or.(p) from 
the income for a taxation year of a taxpayer who was 
an insurer or whose ordinary. business included the 
lending of money, a loan or lending asset or an in- 
strument or commitment described in paragraph 
(1)(1.1) acquired from a person with whom the tax- 
payer did not deal at arm’s length for an amount 
equal to its fair market value shall be deemed to have 
been acquired by the taxpayer in the ordinary course 
of the taxpayer’s business of insurance or the lending 
of money where 


(a) the person from whom the loan or lending as- 
set or instrument or commitment was acquired 
carried on the business of insurance or the lend- 
ing of money; and 


(b) the loan or lending asset was’ made or ac- 
quired or the instrument or commitment wasis- 
sued, made or assumed by the person in the ordi- 
nary course of the person’s business of insurance 
or the lending of money. 


Related Provisions: See Related provisions and-Definitions at 
end of s. 20. 


Pre-RSC History: Subsecs. 20(26), (27) added by 1988, c. 55, 
subsec. 12(14), applicable to taxation years and fiscal egenleisn com- 
mencing after June 17, 1987 that end after 1987. 


Interpretation Bulletins: IT-442R: Bad debts "and reserves for 
doubtful debts. 


(27.1) Application of subsecs. -13(21) and 
138(12) — The definitions in subsections 13(21) 
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and 138(12) apply to this section. ' 


Origin of subsec. 20(27.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsecs. 13(21) and 
138(12)). 


(28) Deduction before available for use — In 
computing a taxpayer’s.income from a business or 
property for a taxation year ending before the time a 
building or a part thereof acquired after 1989 by the 
taxpayer becomes available for use by the taxpayer, 
there may be deducted an amount not exceeding the 
amount by which the lesser of 


(a) the amount that would be deductible under 
paragraph (1)(a) for the year in respect of the 
building if subsection 13(26) did not apply, and 


(b) the taxpayer’s income for the year from rent- 
ing the building, computed without reference to 
this subsection and before deducting any amount 
in respect of the building under paragraph (1)(a) 


exceeds 


(c) the amount deductible under paragraph (1)(a) 
for the year in respect of the building, computed 
without reference to this subsection, 


and any amount so deducted shall be deemed to be 
an amount deducted by the taxpayer under paragraph 
(1)(a) in computing the taxpayer’s income for the 
year. 

Related Provisions: 20(29) = Deduction before available for 
use. 


History: Subsec. 20(28) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 15(11), applicable to taxation years ending after 1989. 


(29) Idem — Where, because of subsection 18(3.1), 
a deduction would, but for this subsection, not be al- 
lowed to a taxpayer in respect of an outlay or ex- 
pense in respect of a building, or part thereof, and 
the outlay or expense would, but for that subsection 
and without reference to this subsection, be deducti- 
ble in computing the taxpayer’s income for a taxa- 
tion year, there may be deducted in respect of such 
outlays and expenses in computing the taxpayer’s in- 
come for the year an amount equal to the lesser of 


(a) the total of all such outlays or expenses, and 


(b) the taxpayer’s income for the year from rent- 
ing the building or the part thereof computed 
without reference to subsection (28) and this 
subsection. 


Related Provisions: 18(3.1)(a) — Costs relating to construction 
of building or ownership of land. 


History: Subsec. 20(29) added by 1994, c. 7; Sch. If (1991, c. 49), 
subsec. 15(11), applicable in respect of outlays and expenses made 
or incurred after 1989. 


Related Provisions [s. 20]: 18 — Limitations on deductions; 
67 — Expenses must be reasonable; 67.1 — Limitation on expenses 
for meals and entertainment; 67.2 — Interest on monéy borrowed 
for passenger vehicle; 67.3 — Limitation re motor vehicle ex- 
penses; 70(13) — Capital cost of depreciable property on death; 
78 — Unpaid amounts; 80(9)(c) — Reduction of capital cost on 
debt forgiveness ignored for purposes of s. 20; 104(5) — Deemed 
disposition by a trust; 107.2 — Distribution by a retirement com- 
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pensation arrangement; 132.2(1)(d) — Deemed capital cost of de- 
preciable property following mutual fund reorganization; 
138(11.5)(k) — Transfer of business by non-resident insurer; 
138(11.8)— Rules on transfer of depreciable property; 
138(11.91)(f) — Computation of income of non-resident insurer; 
209 — “carved-out income’’(a). 


Definitions [s. 20]: “adjusted cost base” — 54, 248(1); “allowa- 
ble capital loss” — 38(b), 248(1); “amortized cost”, “amount” — 
248(1); “amount payable” — (in. respect of a policy loan) 20(27.1), 
138(12); “anniversary day” — 12.2(11), 20(1.2); “annuity” — 
248(1); “arm’s length” — 251(1); “assistance” — 79(4), 125.4(5), 
248(16), (18); “available for use” — 13(27)-(31), 248(19); “bor- 
rowed money” — 20(2), 248(1); “business” — 248(1); “Canada” — 
255; “Canadian oil and gas property expense” — 66.4(5), 248(1); 
“Canadian partnership” — 102(1), 248(1); “capital cost” — 
13(7)(7.4), 7012), 128.101)(c), 128.1(4)(c), 132.2(1)(d); “capital 
property” — 54, 248(1); “class of shares” — 248(6); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cumulative eligible capi- 
tal” — 14(5), 248(1); “deferred amount” — 248(1); “deferred profit 
sharing plan” — 147(1), 248(1); “depreciable property” — 13(21), 
248(1); “disposition” — 13(21), 20(27.1); “dividend” —.248(1); 
“eligible capital property” — 54, 248(1); “employee” — 248(1); 
“employees profit sharing plan” — 144(1), 248(1); “employer”, 
“exempt income” — 248(1); “fiscal period” — 248(1), 249(2), 
249.1; “foreign affiliate” —95(1), 248(1); “goods and services 
tax” — 248(1); “income” — from business or property 9(1), (3); 
“income- averaging epnulty, contract”, “income bond”, “income de- 
benture”, “individual”, “insurance corporation”, “insurer” — 
248(1); “interest | in real property” — 248(4); “interest” — in respect 
of a policy loan 20(27.1), 138(12); “interest” paid — 20(2.1); “‘in- 
ventory’, “lending asset’, “life insurance business” — 248(1); “life 
insurance policy” — 20(2.2), 138(12), 248(1); “mineral resource’, 
mining reclamation trust”, “Minister”, “motor vehicle” — 248(1); 
“net cost of pure insurance” — 148(9)“adjusted cost basis”L(a), 
Reg. 308; “net income stabilization account”, “non-resident”, “oil or 
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gas well” — 248(1); “passenger vehicle”, “person” — 248(1); “pol- 
icy loan” — 138(12); “prescribed”, “principal amount” — 248(1); 
“proceeds of disposition” — 13(21), 20(27.1); “property”, “regis- 


tered pension plan” — 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “registered supplementary unemployment 
benefit plan” — 145(1), 248(1); “regulation” — 248(1); “resi- 


dent” — 250; “restricted financial institution”, “retirement compen- 
sation STAD BEINN, “salary deferral arrangement”, “share”, “share- 
holder’ — 248(1); “small business bond” — 15.2(3), 248(1); “small 


business development bond” — 15.1(3), 248(1); “subsidiary con- 
trolled corporation’, “superannuation or pension benefit” — 248(1); 
“taxable Canadian corporation” — 89(1), 248(1); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 11(2), 20(16.2), (16.3), 
249; “taxpayer” — 248(1); “testamentary trust” — 108(1), 248(1); 
“timber resource property” — 13(21), 248(1); “Treasury Board” — 
248(1); “trust” — 104(1), 248(1, (3); “unit trust” — 108(2), 248(1); 
“writing” — knberprenation Act 35(1); “year” — 11(2), 20(16.2), 
(16.3). 


1.T. Application Rules [s. 20]: 20(3)(b), 20(5)(b). 


20.1 (1) Borrowed money used to earn 
income from property — Where 


(a) at any time after 1993 borrowed money ceases 
to be used by a taxpayer for the purpose of earn- 
ing income from a capital property (other than 
real property or depreciable property), and 


(b) the amount of the borrowed money that was 
so used by the taxpayer immediately before that 
time exceeds the total of 


(i) where the taxpayer disposed of the prop- 
erty at that time for an amount of considera- 
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tion that is not less than the fair market value 
of the property at that time, the amount of the 
borrowed money. used -to acquire the 
consideration, 


(it) where the taxpayer aeons of the prop- 
erty at that time and subparagraph (i) does not 
apply, the amount of the borrowed money 
that, if the taxpayer had received as considera- 
tion an amount of money equal to the amount 
by which the fair market value of the property 
at that time exceeds the amount included in 
the total by reason of subparagraph (ili), 
would be considered to be used to pee the 
consideration, 


(i11) where the taxpayer dis vowed of thes prop- 
erty at that time for consideration that in- 
cludes a reduction in the amount of the bor- 
rowed money, fhe amount of the reduction, 
and © 


(iv) where the taxpayer did not dispose of the 
property at that time, the amount of the bor- 
rowed money that, if the taxpayer had dis- 
posed of the property at that time and received 
as consideration an amount of money equal to 
the fair market value of the property at that 
time, would be considered to be used to ac- 
quire the consideration, 


an amount of the borrowed money equal to the ex- 
cess shall, to the extent that the amount is outstand- 
ing after that time, be deemed to be used by the tax- 
payer for the purpose of earning income from the 


property. 


(2) Borrowed money used to earn income 
from business — Where at any particular time af- 
ter 1993 a taxpayer ceases to carry on a business 
and, as a consequence, borrowed money ceases to be 
used by the taxpayer for the purpose of earning in- 
come from the business, the following rules apply: 


(a) where, at any time (in this paragraph referred 
to as the “time of disposition’) at or after the par- 
ticular time, the taxpayer disposes of property 
that was last used by the taxpayer in the business, 
an amount of the borrowed aan: epee to the 
lesser of 


(i) the fair market value of the sod aa at the 
time of disposition, and 


(ii) the amount of the borrowed money out- 
standing at the time of disposition that is not 
deemed by this paragraph to have been used 

before the time of disposition to avapire any 
other property 


shall be deemed to have been used by the tax- 
payer immediately before the time of disposition 
to acquire the property; 


(b) subject to paragraph (a), the borrowed money 
shall, after the particular time, be deemed not to 
have been used to acquire property that was used 
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by the taxpayer in the business; 


(c) the portion of the borrowed money outstand- 
ing at any time after the particular time that is not 
deemed by paragraph (a) to have been used 
before that subsequent time to acquire property 
shall be deemed to be used by the taxpayer at that 
subsequent time for the purpose of earning in- 
come from the business; and- ) 


(d) the business shall be deemed to have fiscal 
periods after the particular time that coincide 
with the taxation years of the taxpayer, except 
that the first such fiscal period shall be deemed to 
begin at the end of the business’s last fiscal pe- 
riod that began before the particular time. 


Related Provisions: 20.1(3) — Deemed dispositions — rules. 


(3) Deemed dispositions — For the purpose of 
paragraph (2)(a), 
(a) where a property was used by a taxpayer ina 
business that the taxpayer has ceased to carry on, 


the taxpayer shall be deemed to dispose of the — 


property at the time at which the taxpayer begins 
to use the property in another business or for any 
other purpose; 


(b) where a taxpayer, who has at any. time ceased 
to carry on a business, regularly used a.property 
in part in the business and in part for some other 


purpose, ras A 
(i) the taxpayer shall be deemed to have dis- 
posed of the property at that time, and 


(ii) the fair market value of the property at 
that time shall be deemed to equal the propor- 
tion of the fair market value of the property at 
that time that the use regularly made of the 
property in the business was of the whole use 
regularly made of the property; and 


(c) where the taxpayer is a trust, subsections 
104(4) to (5.2) do not apply. 


(4) Amount payable for Aieneun carats an 
amount is payable by a taxpayer for property, the 
amount shall be deemed, for the purposes of this sec- 
tion and, where subsection (2) applies with respect to 
the amount, for the purposes of this Act, to be paya- 
ble in respect of borrowed money used by the tax- 
payer to acquire the. property. 


(5) Interest in partnership — For the purposes of 
this section, where borrowed money that has been 
used to acquire an interest in a partnership: is, as a 
consequence, considered to be used at any time for 
the purpose of earning income from a business or 
property of the partnership, the borrowed money 
shall be deemed to be used at that time for the pur- 
pose of earning income from property that is the in- 
terest in the partnership and not to be used for the 
purpose of earning income from the business or 
property of the partnership. 


(6) Refinancings — Where at any time a taxpayer 
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uses borrowed money to: repay money previously 
borrowed that was deemed by paragraph (2)(c) im- 
mediately before that time to be used for the purpose 
of earning income from a business, 


(a) paragraphs (2)(a) to (c) apply with respect to 
the borrowed money; and 
(b) subsection 20(3) does not apply with respect 
to the borrowed money. 

Related Provisions [s. 20.1]: 20(3) — Use of borrowed money; 

87(2)(j.6) — Amalgamations — continuing corporation. 


History [s. 20.1]: S. 20.1 enacted by 1994, c. 21,s. 13, saig tao 
after 1993. 


Definitions [s. 20. 1]: 
ness: —— 248(1); 
property’ silica atone 248(1); 
“property”, 
20.1(2)(a). 


“amount”, “borrowed. money”, “busi- 
“capital property” — 54, 248(1); “depreciable 
“fiscal period” — 248(1), 249.1; 
“taxpayer” — 248(1); is} : 
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(2) Equity — For th 
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ment” — 248(1): “borrowed money”, “busines: 


nadian exploration and development expe 
“Canadian resource property’ ; 
248(1), Interpretation Act 3301 
mulative Canadian developmen’ X 
“cumulative Canadia ti 
66. 1(6): “cumulative c dia 
20.1(8){a), 66.4(5); * “cul ula 
ss ‘disposition” i 
year’, “distributor” — 
capital property” — 
income” — 248 
“fiscal period” 
development 
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21. (1) Cost of borrowed money — Where in a 
taxation year a taxpayer has acquired depreciable 
property, if the taxpayer elects under this subsection 
in the taxpayer’s return of income under this Part for 
the year, 


(a) in computing the mikpayer! s income for the 
year and for such of the 3 immediately preceding 
taxation years as the taxpayer had, paragraphs 
20(1)(c), (d), (e) and (e.1) do not apply to the 
amount or to the part of the amount specified in 
the taxpayer’s election that, but for an election 
under this subsection in respect thereof, would be 
deductible in computing the taxpayer’s income 
(other than exempt income) for any such year in 


‘S. 21(2) 


respect of borrowed money used to acquire the 
depreciable property or the amount. payable; for 
the depreciable property; and 


(b) the amount or the part of the amount, as the 
case may be, described in paragraph (a) shall be 
added to the capital cost to the taxpayer of the 
depreciable property so acquired by the taxpayer. 


Related Provisions: 13(10) — Deemed capital cost of certain 
property; 13(21) — Definitions; 20(3) — Life insurance policy; 
21(5) — Reassessments; 80(2)(b) —- Application, of debt forgive- 
ness_ rules; ,96(3)— Election by members of, partnership; 
12a 5)(b)(i) — Ignore Ce fOr purposes of ITC qualified ex- 
penditures; 220(3. Dye Reg. 600(a) =, Late filing of election or 
revocation. 


History: Para. 21(1)(a) ‘substituted by 1994, c. 7, Sch. II (1991, Cs 
49), subsec. 16(1), applicable after 1987. Para. 21(1)(a) formerly 
read: 


(a) in computing the taxpayer’s income for the year and for 
such of the 3 immediately preceding taxation years as the tax- 
payer had, paragraphs 20(1)(c), (d) and (e) do not apply to the 
amount or to the part of the: amount specified by the taxpayer 
in the election that, but for an election: under this subsection 
in respect thereof, would have been deductible in computing 
the taxpayer’s income (other than exempt’ income) for any 
such year in respect of borrowed money used to acquire the 
depreciable property or the amount payable for the deprecia- 
ble property acquired by the taxpayer; and 


Pre-RSC ‘History: Para. 21(1)(a) substituted: by: 1985, c: 45, sub- 
sec. 11(1), applicable: to taxation years, commencing after 1984. 
Para. 21(1)(a) formerly read: 


(a) in computing his income for the year and for segh of the 3 
immediately preceding taxation years, as_the. taxpayer had, if 
any, paragraphs 20(1)(c), (d) and (e) do not apply to. the 
amount or to the part of the amount specified by him in his 
election that, but for this subsection or subsection 18(3.1), 
would have been deductible in computing his income (other 
than exempt income) for the year and for those immediately 
preceding years, if any, by virtue of those paragraphs in re- 
spect of borrowed money used to acquire the depreciable 
property or the amount payable for the depreciable propeny 
acquired by him; and 


Para. 21(1)(a) substituted by 1980-81-82-83, c. 140. Sbeee! 13(1), 
applicable with respect to any outlay or expense made or incurred 
after 1981, to add “or subsection 18(3:1)”. 


All that portion of subsec. 21(1) preceding para. (a) substituted by 
1980-81-82-83, c. 48, subsec: 11(1), applicable to taxation. years 
ending after December 11, 1979. That portion formerly read: 


21. (1) Where in a taxation year a taxpayer has acquired prop- 
erty in respect of which he is entitled to a deduction under 
regulations made ‘under paragraph 20(1)(a) in computing his 
income for that taxation year (in this section referred to as 
“depreciable property”), if he so elects in prescribed manner 
on or before the day on or before which he. is required by 
section 150 to file his return of income for, the year, 


Interpretation Bulletins: See list at end of s. 21. 


Information Circulars: 92-1: 
amended or revoked elections. 
Advance Tax Rulings: ATR-1: Transfer of legal title in land to 
bare. trustee int bli austell s requirements sole reason 
for transfer, 


Guidelines for accepting late, 


(2) Borrowed money used for exploration or 
development — Where in a taxation year a tax- 
payer has used borrowed money for the purpose of 
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exploration, development or the acquisition of prop- 
erty and the expenses incurred by the taxpayer in re- 
spect thereof are Canadian exploration and develop- 
ment expenses, foreign exploration and development 
expenses, Canadian exploration expenses, Canadian 
development expenses or Canadian oil and gas prop- 
erty expenses, as the case may be, if the taxpayer 
elects under this subsection in the taxpayer’s return 
of income under this Part for the year, 


(a) in computing the taxpayer’s income for the 
year and for such of the 3 immediately preceding 
taxation years as the taxpayer had, paragraphs 
20(1)(c), (d), (e) and (e.1) do not apply to the 
amount or to the part of the amount specified in 
the taxpayer’s election that, but for an election 
under this subsection in respect thereof, would be 
deductible in computing the taxpayer’s income 
(other than exempt income) for any such year in 
respect of the borrowed money used for the ex- 
ploration, development or acquisition of property, 
as the case may be; and 


(b) the amount or the part of the amount, as the 
case may be, described in paragraph (a) shall be 
deemed to be Canadian exploration and develop- 
ment expenses, foreign exploration and develop- 
ment expenses, Canadian exploration expenses, 
Canadian development expenses or Canadian oil 
and gas property expenses, as the case may be, 
incurred by the taxpayer in the year. 


Related Provisions: 13(10) — Deemed capital cost of property; 
13(21) — Definitions; 21(5) — Reassessments; 66(18) — Expenses 
incurred by partnerships; 80(2)(b) — Application of debt forgive- 
ness rules; 96(3) — Election by members of partnership; 220(3.2), 
Reg. 600(a) — Late filing of election or revocation. 


History: Para. 21(2)(a) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 16(2), applicable after 1987. Para. 21(2)(a) formerly 
read: 


(a) in computing the taxpayer’s income for the year and for 
such of the 3 immediately preceding taxation years as the tax- 
payer had, paragraphs 20(1)(c), (d) and (e) do not apply to the 
amount or to the part of the amount specified by the taxpayer 
in the election that, but for an election under this subsection 
in respect thereof, would have been deductible in computing 
the taxpayer’s income (other than exempt income) for any 
such year in respect of the borrowed money used for the ex- 
ploration, development or acquisition of property, as the case 
may be; and , 


Pre-RSC History: Subsec. 21(2) substituted by 1985, c. 45, sub- 
sec. 11(2), applicable to taxation years commencing after 1984. 
Subsec. 21(2). formerly read: 


(2) Borrowed money used for exploration or develop- 
ment — Where in a taxation year a taxpayer has used bor- 
rowed money for the purpose of exploration, development or 
the acquisition of property and the expenses incurred by him 
in respect thereof are Canadian exploration and development 
expenses, foreign exploration and development expenses, Ca- 
nadian exploration expense, Canadian development expense 
or Canadian oil and gas property expense as defined in sec- 
tion 66, 66.1, 66.2 or 66.4, as the case may be, if he elects 
under this subsection in his return of income under this Part 
for the year, 


(a) in computing his income for the year and for such of 
the 3 immediately preceding taxation years as the tax- 
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payer had, if any, paragraphs 20(1)(c), (d) and (e) do not 
apply to the amount or to the part of the amount specified 
by him in his election that, but for this subsection, would 
have been deductible in computing his income (other 
than exempt income) for the year and for those immedi- 
ately preceding years, if any, by virtue of those 
paragraphs in respect of the borrowed money used for the 
exploration, development or acquisition of property, as 
the case may be; and 


(b) the amount or the part of the amount, as the case may 
be, described in paragraph (a) shall be deemed to be Ca- 
nadian exploration and development expenses, foreign 
exploration and development expenses, Canadian explo- 
ration expense, Canadian development expense or Cana- 
dian oil and gas property expense as defined in section 
66, 66.1, 66.2 or 66.4, as the case may be, incurred by 
him in the year. 


That portion of subsec. 21(2) preceding para. (a) and para. 21(2)(b) 
substituted by 1980-81-82-83, c. 48, subsecs. 11(2), (3), applicable 
to taxation years ending after December 11, 1979. That portion and 
para. 21(2)(b) formerly read: 


(2) Where in a taxation year a taxpayer has used borrowed 
money for the purpose of exploration, development or the ac- 
quisition of property and the expenses incurred by him in re- 
spect of the exploration, development or acquisition of prop- 
erty are Canadian exploration and development expenses, 
foreign exploration and development expenses, Canadian ex- 
ploration expense or Canadian development expense as de- 
fined in section 66, 66.1 or 66.2, as the case may be, if he so 
elects in prescribed manner on or before the day on or before 
which he is required by section 150 to file his return of in- 
come forthe year, the amount or the part of 


(b) the amount, as the case may be, described in para- 
graph (a) shall be deemed to be Canadian exploration and 
development expenses, foreign exploration and develop- 
ment expense, Canadian exploration expense or Canadian 
development expense as defined in section 66, 66.1 or 
66.2, as the case may be, incurred by him in the year. 


All that portion of subsec. 21(2) preceding para. (b) substituted by 
1976-77, c. 4, subsec. 6(1), applicable in respect of taxation years 
ending after May 6, 1974. That portion formerly read: 


(2) Where in a taxation year a taxpayer has used borrowed 
money for the purpose of exploration or development or the 
acquisition of property and the expenses incurred by him in 
respect of the exploration or development or the acquisition 
of property are foreign exploration and development ex- 
penses, Canadian exploration expense or Canadian develop- 
ment expense as defined in section 66, 66.1 or 66.2, as the 
case may be, if he so elects in prescribed manner on or before 
the day on or before which he is required by section 150 to 
file his return of income for the year 


(a) in computing his income for the year and for such of 
the 3 immediately preceding taxation years as the tax- 
payer had, if any, paragraphs 20(1)(c), (d) and (e) do not 
apply to the amount or to the part of the amount specified 
by him in his election that, but for this subsection, would 
have been deductible in computing his income (other 
than exempt income) for the year and for those immedi- 
ately preceding years, if any, by virtue of those 
paragraphs in respect of the borrowed money used for the 
exploration or development, as the case may be; and 


Subsec. 21(2) substituted by 1974-75-76, c. 26, s. 9, applicable after 
May 6, 1974. Subsec. 21(2) formerly read: 


(2) Borrowed money used for exploration or develop- 
ment — Where in a taxation year a taxpayer has used bor- 
rowed money for the purpose of exploration, development or 
the acquisition of property and the expenses incurred by him 
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in respect thereof are Canadian exploration and development 
expenses, foreign-exploration and development expenses, Ca-... 
nadian exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses, as the case. 
may be, if he elects under this subsection in his return of in- 
come under this Part for the year, 


(a) in computing the taxpayer’s income for the year and 
for such of the 3 immediately preceding taxation years as 
the taxpayer had, paragraphs 20(1)(c), (d), (e) and (e.1) 
do not apply to the’amount or to the part of the amount 
specified in the taxpayer’s election that, but for an elec- 
tion under, this subsection in respect thereof, would have 
been deductible in,computing the taxpayer’s income 
(other than exempt.income) for any, such year.in respect 
of the borrowed money used for the exploration, develop- 
ment or acquisition of property, as the case may be; and 


~~ (b) the amount or the part of the amount, as the case may 
be, described in-paragraph (a) shall be deemed to be Ca- 
nadian exploration and development expenses, foreign 
exploration and development. expenses, Canadian explo- 
ration expenses, Canadian development expenses or Ca- 
nadian oil and gas. property expenses, as. the case may be, 
incurred by him in the year. 


Interpretation Bulletins: See list at end’ of s. 21. 


Information Circulars: 92-1: 


| Guidelines for accepting late, 
amended or revoked elections. ey 


(3) Borrowing for depreciable property — In 
computing the income of a taxpayer for a particular 
taxation year, where the taxpayer 


(a) in any preceding taxation year 


(i) made an election under subsection (1) in 
respect of borrowed money used to acquire 
depreciable property or an amount payable for 
depreciable property acquired. by the taxpayer, 
or ty 
(ii) was, ‘by virtue of subsection 18(3.1), re- 
quired to include an amount in respect of the 
construction of a depreciable property in com- 
puting the capital cost to the taxpayer. of the 
depreciable property, and 


(b) in each’taxation year, if any, after that preced- 
ing taxation year and before the particular year, 
made an election under this subsection covering 
the total amount that, but for an election under 
this subsection in. respect. thereof, would have 
been deductible: in:computing the taxpayer’s in- 
come (other than exempt income) for each such 
year. in respect of the borrowed:money used to 
acquire the depreciable property or the amount 
payable for the depreciable property acquired by 
the taxpayer, 


if an election under this subsection is ads in the 
taxpayer’s return of income under this Part for the 
particular year, paragraphs 20(1)(c), (d), (e) and (e.1) 
do not apply to the amount orto the part of the 
amount specified in the election that, but for an elec- 
tion under this subsection in respect thereof, would 
be deductible in computing the taxpayer’s income 


(other than exempt income) for the particular year in | 


respect of the borrowed money used. to. acquire the 
depreciable property or the amount payable for the 
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depreciable property acquired by the taxpayer, and 
the amount or part of the amount, as the case may 
be, shall be added to the capital cost to the teapaver 
of the depreciable property. _ 


Related Provisions: 96(3) — Election: by members of ithe 
ship; 127(11.5)(b)(@) — Ignore s. 21 for purposes of ITC qualified 
expenditures; 220(3.2), Reg. 600(a) — Late filing of election or 
revocation. 


History: That portion of we ne 21(3) Gallontng para, (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 16(3), applicable 
after 1987. That portion formerly read: 


if the taxpayer elects under this subsection in the taxpayer’s 
return of income under this Part for the particular year, 
paragraphs 20(1)(c), (d) and (e) do not apply to the amount or 
to the part of the amount specified by the taxpayer in the elec- 
tion that, but for an election under this subsection in respect 
thereof, would have been deductible in computing the tax- 
payer’s income (other than exempt income) .for the particular 
year in respect of the borrowed money. used to acquire. the 
depreciable property or the amount payable for the deprecia- 
ble property acquired by the taxpayer, and the said amount or 
part of the amount, as the case may be, shall be added to the 
capital cost to the taxpayer of the felebhin alee property ‘so ac- 
quired [by the taxpayer]. 


Pre-RSC History: Subsec. 21(3) substituted by 1985,'c. 45, sub- 
sec. 11(2), applicable to taxation years commencing after 1984. 
Subsec. 21(3) formerly read: 


(3) |ldem — In computing the income of a taxpayer for a tax- 
ation year, where the taxpayer 


(a) in any preceding year made an election under subsec- 

‘tion (1) in respect of borrowed money used to acquire de- 
preciable property or an-amount payable for depreciable 
property acquired by him, and 


(b) in each taxation year, if any, after that preceding year 
and before the taxation year, made-an election under this 
subsection covering the total amount that, but for this 
subsection or subsection 18(3.1), would have been. de- 
ductible in computing his income (other. than exempt in- 
come) for each such year by. virtue of paragraphs 
20(1)(c), (d) and (e) in respect of the borrowed money 
used to acquire the depreciable property or the amount 
payable for the depreciable property acquired by him, 


if he ‘elects under this subsection in his return of income 
under this Part for the year, paragraphs 20(1)(c),.(d) and (e) 
do ‘not apply to the amount or to the part of the amount speci- 
fied by him in his election that, but for this subsection, or sub- 
section 18(3.1), would have been deductible in computing his 
income (other than exempt income) for the year by virtue of ' 
any of those’ paragraphs ‘in respect of the borrowed money. « 
used to acquire the depreciable property or the amount paya- ; 
ble for the depreciable property, acquired by him, and the said 
amount or part of the amount, as the case may. be, shall be 
added to the capital cost to him of the depreciable pone so 
acquired by him. 


Subsec. 21(3) substituted by 1980-81-82-83, c. 140, subsec. 13(2), 
applicable with respect to any outlay or expense made or incurred 
after 1981. 


All that portion. of subsec. 21(3) following para.:(b) substituted by 
1980-81-82-83, c. 48, subsec..11(4), applicable. to taxation years 
ending after December 11, 1979. That portion formerly read: 


if he so elects in prescribed manner on or before the day on or 
before which:he is required by section 150 to file his return of 
income for the year, paragraphs 20(1)(c), (d) and (e) do not 
apply to the amount or to the part of the amount specified by 
him in his election that, but for this subsection, would have 
been deductible in computing his income (other than exempt 
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income) for the year by virtue of those paragraphs in respect 
of the borrowed money used to acquire the depreciable prop- 
erty or the amount payable for the depreciable property ac- 
quired by him, and the said amount or part of the amount, as. 
the case may be, shall be added to the capital cost to him of 
the depreciable property as acquired by him. 


Interpretation Bulletins: See list at end of s. 21. 


(4) Borrowing for exploration, etc. — In com- 
puting the income of a taxpayer for a particular taxa- 
tion year, where the taxpayer 


(a) in any preceding taxation year made an elec- 
tion under subsection (2) in respect of borrowed 
money used for the purpose of exploration, devel- 
opment or acquisition of property, and 


(b) in each taxation year, if any, after that preced- 
ing taxation year and before the particular year, 
made an election under this subsection covering 
the total amount that, but for an election under 
this subsection in respect thereof, would have 
been deductible in computing the taxpayer’s in- 
come (other than exempt income) for each such 
year in respect of the borrowed money used for 
the exploration, development or acquisition of 
property, as the case may be, 


if an election under this subsection is made in the 
taxpayer’s return of income under this Part for the 
particular year, paragraphs 20(1)(c), (d), (e) and (e.1) 
do not apply to the amount or to the part of the 
amount specified in the election that, but for an elec- 
tion under this subsection in respect thereof, would 
be deductible in computing the taxpayer’s income 
(other than exempt income) for the particular year in 
respect of the borrowed money used for the explora- 
tion, development or acquisition of property, and the 
amount or part of the amount, as the case may be, 
shall be deemed to be Canadian exploration and de- 
velopment expenses, foreign exploration and devel- 
opment expenses, Canadian exploration expenses, 
Canadian development expenses or Canadian oil and 
gas property expenses, as the case may be, incurred 
by the taxpayer in the particular year. 


Related Provisions: 96(3)— Election by members of partner- 
ship; 220(3.2), Reg. 600(a) — Late filing of election or revocation. 


History: That portion of subsec. 21(4) following para. (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 16(4), applicable 
after 1987. That portion formerty read: 


if the taxpayer elects under this subsection in the taxpayer’s 
return of income under this Part for the particular year, 
paragraphs 20(1)(c), (d) and (e) do not apply to the amount or 
to the part of the amount specified by the taxpayer in the elec- 
tion that, but for an election under this subsection in respect 
thereof would have been deductible in computing the tax- 
payer’s income (other than exempt income) for the particular 
year in respect of the borrowed money used for the explora- 
tion, development or acquisition of property, and the said 
amount or part of the amount, as the case may be, shall be 
deemed to be Canadian exploration and development ex- 
penses, foreign exploration and development expenses, Cana- 
dian exploration expenses, Canadian development expenses 
or Canadian oil and gas property expenses, as the case may 
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be, incurred by the taxpayer in the particular year. 


Pre-RSC History: Subsec. 21(4) substituted by 1985, c. 45, sub- 
sec. 11(2), applicable to taxation years commencing after 1984. 
Subsec. 21(4) formerly read: 


(4) Idem — In computing the income of a taxpayer for a tax- 
ation year, where the taxpayer 


(a) in any preceding year made an election under subsec- 
tion (2) in respect of borrowed money used for the pur- 
pose of exploration, development or acquisition of prop- 
erty, and 


(b) in each taxation year, if any, after that preceding year 
and before the taxation year, made an election under this 
subsection covering the total amount that, but for this 
subsection, would have been deductible in computing his 
income (other than exempt income) for each such year by 
virtue of paragraphs 20(1)(c), (d) and (e) in respect of the 
borrowed money used for the exploration, development 
or acquisition of property, 


if he elects under this subsection in his return of income 
under this Part for the year, paragraphs 20(1)(c), (d) and (e) 
do not apply to the amount or to the part of the amount speci- 
fied by him in his election that, but for this subsection, would 
have been deductible in computing his income (other than ex- 
empt income) for the year by virtue of any of those 
paragraphs in respect of the borrowed money used for the ex- 
ploration, development or acquisition of property, and the 
said amount or part of the amount, as the case may be, shall 
be deemed to be Canadian exploration and development ex- 
penses, foreign exploration and development expenses, Cana- 
dian exploration expense, Canadian development expense or 
Canadian oil and gas property expense as defined in section 
66, 66.1, 66.2 or 66.4, as the case may be, incurred by him in 
the year. 


All that portion of subsec. 21(4) following para. (b) substituted by 
1980-81-82-83, c. 48, subsec. 11(5), applicable to taxation years 
ending after December 11, 1979, to substitute “if he elects under 
this subsection in his return of income under this Part” for “if he so 
elects in prescribed manner on or before the day on or before which 
he is required by section 150 to file his return of income”, and “Ca- 
nadian development expense or Canadian oil and gas property ex- 
pense” for “or Canadian development expense”, and to add refer- 
ence to section 66.4. 


Subsec. 21(4) substituted by 1976-77, c. 4; subsec. 6(2), applicable 
in respect of taxation years ending after May 6, 1974. Subsec. 21(4) 
formerly read: 


(4) In computing the income of a taxpayer for a taxation year, 
where the taxpayer 


(a) in any preceding year made an election under subsec- 
tion (2) in respect of borrowed money used for the pur- 
pose of exploration, prospecting or development, and 


(b) in each taxation year, if any, after that preceding year 
and before the taxation year, made an election under this 
subsection .covering the total amount that, but for this 
subsection, would have been deductible in computing his 
income (other than exempt income) for each year by vir- 
tue of paragraphs 20(1)(c), (d) and (e) in respect of the 
borrowed money used for the exploration, prospecting 
and development, 


if he so elects in prescribed manner on or before the day on or 
before which he is required by section 150 to file his return of 
income for the year, paragraphs 20(1)(c), (d) and (e) do not 
apply to the amount or to the part of the amount specified by 
him in his election that, but for this subsection, would have 
been deductible in computing his income (other than exempt 
income) for the year by virtue of those paragraphs in respect 
of the borrowed money used for the exploration, prospecting 
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and development, and the said amount or part of the amount, 
as the case may be, shall be deemed to be exploration, pros- 
-pecting and development expenses incurred by him in the 
year. 

Interpretation Bulletins: See list at end of s. 21: 


(5) Reassessments — Notwithstanding any. other 
provision of this Act, where a, taxpayer has made an 
election in accordance with the provisions of subsec- 
tion (1) or (2), such reassessments’ of tax, interest or 
penalties shall be made as are necessary to give ef- 
fect thereto. 


Selected Cases [s. 21]: Alberta Wheat Pool and Saskatchewan 
Wheat Pool v. Canada, [1997]. €.T.€. 2627.(TCC) (Only interest 
capitalized pursuant to section 21 can be included in capital cost of 
property); Lornex Mining Corp.. Ltd. y. Canada, [1996] 3 C.T.C. 
309 (FCTD) (“Exempt income” includes income exempt under sec- 
tion 28 of ITAR, 1971). 


Definitions [s. 21]: “borrowed money” — 248(1); 
i ; “Canadian ex- 
ploration and development expenses” — 66(15), 248(1); “Canadian 
development expense” — 66.2(5), 248(1); “Canadian oil and: gas 
property expense” — 66.4(5), 248(1); “depreciable property” — 
13(21), 248(1); “exempt income” — 248(1);, “foreign exploration 
and development expenses” — 66(15), 248(1);-‘prescribed’;, “prop- 
erty”’, ASE IAMOR), 124 Of); “taxation. year” — 11(2), 249; “tax- 
payer” — 248(1). 


Interpretation Bulletins [s. 21]: IT-109R2: Unpaid amounts; IT- 
121R3: Election to capitalize cost of borrowed money; IT-142R3: 
Settlement of debts on the winding-up of a corporation; IT-341R3: 
Expenses of issuing or selling shares, units in a trust, interests in a 
partnership or syndicate, and expenses of borrowing money; IT- 
360R2: Interest payable in a foreign currency. 


“amount”, 


Ceasing to Carry on Business 


22. (1) Sale of accounts receivable — Where a 
person who has been carrying ‘on a business has, in a 
taxation year, sold all or substantially .all the prop- 
erty used in carrying on the ‘business, including the 
debts that have been or will be included in comput- 
ing the person’s income for that year.or a.previous 
year and that are still outstanding, and. including the 


debts arising from loans made.in the ordinary course 


of the person’s: business if part of the person’s ordi- 
nary business, was the lending of money and that are 
still outstanding, to a purchaser, who proposes..to 


continue the business. which the vendor has. been. car-. 


rying on, if the vendor. and the purchaser have exe- 


cuted jointly an election in prescribed form to. have: 


this section apply, the following rules.are applicable: 


(a) there may be deducted in computing the ven- 
dor’s income. forthe taxation year an amount 
equal to the difference between the face value of 
the debts. so. sold (other.than debts. in respect of 
which the. vendor has made.deductions under. par- 
agraph 20(1)(p)), and the consideration paid by 
the purchaser to the vendor for the debts so: sold; 


(b) an amount equal to the difference described in 
paragraph (a) shall be included in computing the 
purchaser’s income for the taxation.year; 


(c) the debts so sold shall be deemed, for the pur- 
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poses of paragraphs 20(1)(1) and (p), to have been 
included in computing the purchaser’s income for 
the taxation year or a previous year but no deduc- 
tion may be made. by.the purchaser under para- 
graph 20(1)(p). m. respect of a.debt in respect of 
which the vendor has previously made a deduc- 
tion; and 


(d) each amount deducted by the vendor in com- 
puting’ income for a previous year ‘under para- 
graph 20(1)(p) in respect of any of the debts so 
sold. shall be deemed, for the. purpose of para- 
graph 12(1)(i), to have, been so deducted.by the 
purchaser. . 


Related Provisions: 13(8) — Disposition of depreciable property 


_ after ceasing to carry on business; 96(3) — Election by sd le of 


partnership. 


Interpretation Bulletins: IT-188R: Sale of accounts receivable; 
IT-291R2: Transfer of property to a corporation under subsection 
85(1); IT-433R: Farming or fishing —use of cash method; IT- 
442R: Bad debts and reserve for doubtful debts; IT-471R: Merger 
of partnership; [T-488R2: Winding-up of 90%-owned taxable Cana- 
dian corporations. 


Forms: T2022: Election in respect of oe sale ae debts receivable.. 


(2) Statement by vendor and purchaser — An 
election executed for the purposes of subsection (1) 
shall contain a statement by the vendor and the pur- 
chaser jointly as to the consideration paid~for the 
debts sold by the vendor to the purchaser and‘ that 
statement shall, subject to subsection 69(1), as 
against the Minister, be binding upon the vendor and 
the purchaser in so far as ‘it may be relevant in re- 
spect of any matter arising under this Act. 


Pre-RSC History: Subsec. 22(2) substituted by 1974-75-76, C26; 
s. 10, applicable in respect of sales of debts after May 6, 1974, to 


_ add, “subject to subsection 69(1),”. 


Definitions [s. 22]: “amount”, “business”, “Minister”, “person”, 
“prescribed”, “property” — 248(1); “taxation-year” — 11(2), 249. 


23. (1) Sale of inventory — Where, on or after 
disposing of or ceasing to carry on a business or a 
part of a business, a taxpayer has sold all or any part 
of the property that was included in the inventory of 
the business, the property so sold shall, for the pur- 
poses of this Part, be deemed.to have been sold by 
the, taxpayer, in the :course of LeCBERYIRS on the 
business: 

Related Provisions: 
inventory. 


Selected Cases. eee 23(1)]: Terminal Dock. and. Ware- 
house Co. Ltd. v. MNR, [1968] C.T.C. 78 (Exch) (Sale at discount 
not capital loss). 


Interpretation Bulletins: IT-287R: Sale of inventory; IT-457R: 
Election by professionals to exclude work in progress from income. 
(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 23(2) repealed by 1974-75-76,.c. 26, s. 
11, applicable in respect of sales after May 6, 1974. Subsec. 23(2) 


12.4 — Bad debt inclusion on sale of 


| formerly read: 


(2) Agreement as to price paid by vendor and pur- 
chaser — Where’a person who has been carrying on a busi- 
ness has sold all or part of the property that was included in 
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the inventory of the business (whether or not he has disposed 
of or ceased to carry on that business or a part of that busi- 
ness) to a person who has used all or part of the property so 
sold as inventory of a business carried on or to be carried on 
by the purchaser, and the amount of the consideration paid by 
the purchaser is, in part, consideration for the property so sold 
and, in part, consideration for something else, the following 
rules are applicable: 


(a) such part of the consideration as the vendor and the 
purchaser have, in writing, agreed to be the price paid for 
the property so sold shall be deemed, both for the pur- 
pose of computing income from the business of the ven- 
dor and for the purpose of computing income from the 
business of the purchaser, to be the price so paid; 


(b) and where an agreement as contemplated by para- 
graph (a) has not been filed with the Minister within 60 
days after notice in writing by the Minister has been for- 
warded to the vendor and the purchaser that such an 
agreement is required for the purpose of any assessment 
of tax under this Part, such part of the consideration paid 
as is fixed by the Minister shall be deemed to be the price 
agreed upon by them as the price paid for the property so 
sold. 


(3) Reference to property in inventory — A 
reference in this section to property that was in- 
cluded in the inventory of a business shall be 
deemed to include a reference to property that would 
have been so included if the income from the busi- 
ness had not been computed in accordance with the 
method authorized by subsection 28(1) or paragraph 
34(a). 

Pre-RSC History: Subsec. 23(3) amended by 1985, c. 45, subsec. 
13(2), to substitute “property in inventory” for “property included in 
inventory” in the heading, and “paragraph 34(a)” for “paragraph 
34(1)(d)”, applicable to 1985 et seq. 

Definitions [s. 23]: “business”, “inventory”, “Minister”, “person”, 
“property”, “taxpayer” — 248(1). 


24. (1) Ceasing to carry on business — Not- 
withstanding paragraph 18(1)(b), where at any time 
after a taxpayer ceases to carry on a business the tax- 
payer no longer owns any property that was eligible 
capital property in respect of the business and that 
has. value, in computing the taxpayer’s income for 
taxation years ending after that time, 


(a) there shall be deducted, for the first such taxa- 
tion year, the amount of the taxpayer’s cumula- 
tive eligible capital in respect of the business at 
that time; 


(b) no amount may be deducted under paragraph 
20(1)(b) in respect of the business; 


(c) for the purposes of determining the value of P 
in the definition “cumulative eligible capital” in 
subsection 14(5), the amount deducted by the tax- 
payer under paragraph (a) shall be deemed to be 
an amount deducted under paragraph 20(1)(b) in 
computing the taxpayer’s income from the busi- 
ness for the taxation year that included that time; 
and 


(d) for the purposes of subsection 14(1), section 
14 shall be read without reference to subsection 
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14(4). 


Related Provisions: 13(8) — Disposition of depreciable property 
after ceasing to carry on business; 14(12) — Limitation where affil- 
iated person acquires the property; 20(1)(hh.1) — Deduction for re- 
payment of assistance relating to eligible capital expenditure after 
ceasing to carry on business; 24(2) — Business carried on by 
spouse or controlled corporation; 25 — Fiscal period for individual 
proprietor of business disposed of; 28(1)(g) — Deduction from 
farming or fishing income when using cash method; 70(5.1) —+ Eli- 
gible capital property of deceased taxpayer; 85(4) — Where loss 
from disposition of property to controlled corporation; 107(2)(f) — 
Capital interest distribution by personal or prescribed trust; Reg. 
8103(6) — Mark-to-market — transition inclusion on ceasing to 
carry on business; Reg. 9204(5) — Residual portion of specified 
debt obligation on ceasing to carry on business. 


History: Subsec. 24(1) amended by 1994, c. 7, Sch. If (1991, c. 
49), s. 17, applicable after July 13, 1990. Subsec. 24(1) formerly, 
read: 


24: (1) Ceasing to carry on business — Notwithstanding 
paragraph 18(1)(b), where a taxpayer has ceased to,carry on a 
business, in computing the taxpayer's income for the tax- 
payer’s taxation year in which the taxpayer so ceased to carry. 
on the business, 


(a) there shall be deducted the amount of the taxpayer’s 
cumulative eligible capital in respect of the business at 
the time the taxpayer so ceased to carry on the business; 


(b) no amount is deductible by virtue of paragraph 
20(1)(b) in respect of the business; 
(c) notwithstanding the definition “cumulative eligible 
capital” in subsection 14(5), the taxpayer’s cumulative 
eligible capital in respect of the business immediately af- — 
ter the time the taxpayer so ceased to carry on the busi- 
ness shall be deemed to be nil; and 


(d) for the purposes of subsection 14(1), section 14 shall 
be read without reference to subsection 14(4). 


Interpretation Bulletins: [T-123R5: Transactions involving eli- 
gible capital property; IT-291R2: Transfer of property to a corpora- 
tion under subsection 85(1); IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business. or has 
died; IT-488R2: Winding-up of 90%-owned taxable Canadian 
corporations. 


(2) Business carried on by spouse or 
controlled corporation — Notwithstanding sub- 
section (1), where at any time an individual ceases to 
carry on a business and thereafter the individual’s 
spouse, or a corporation controlled directly or indi- 
rectly in any manner whatever by the individual, car- 
ries on the business and acquires all of the property 
that was eligible capital property in respect of the 
business owned by the individual before that time 
and that had value at that time, 


(a) in computing the individual’s income for the 
individual’s first taxation year ending after that 
time, subsection (1) shall be read without refer- 
ence to paragraph (1)(a) and the reference in par- 
agraph (1)(c) to “the amount deducted by the tax- 
payer under paragraph (a) shall be read as a 
reference to “an amount equal to the taxpayer’s 
cumulative eligible capital in respect of the busi- 
ness immediately before that time”; 


(b) in computing the cumulative eligible capital 
of the spouse or the corporation, as the case may 
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be, in respect of the business, the spouse or cor- 
poration shall be deemed to have acquired an eli- 
gible capital property and to have made an eligi- 
ble capital expenditure at that time at a cost equal 
to 4 of the total of ! 


(i) the cumulative eligible capital of the tax- 
payer in respect of the business impnediately 
before that time, and 


(ii) the amount, if any, determined for F in the 
definition “cumulative eligible capital’ in sub- 
section 14(5) in respect of the business of the 
individual at that time; 


3 (c) for the purposes of determining, ‘the ails, 

. tive. eligible capital in respect.of the business of 
the spouse. or corporation: after.that. time, an 
amount equal to the amount. determined under 
subparagraph (b)(ii) shall be added to the amount 
otherwise determined in respect thereof for P in 
the definition “cumulative eligible capital” in i 
subsection 14(5); and 


(d) for the purposes of determining after that time 


(i). the amount, deemed by subparagraph 
aft 14(1)(a)(v) to be the spouse’s taxable. capital 
gain, and 


(ii) the amount to be EN ek inaed subpara- 
graph 14(1)(a)(v) or paragraph .14(1)(b) in 
computing the income of the spouse or 
corporation 


in respect of any. subsequent Binpieition of prop- 
erty of the business, there shall. be added to the 
-amount otherwise determined for Q in the second 
formula.in the definition. “cumulative eligible 
capital”. in subsection 14(5) the amount, if any, 
determined for Q in that formula in respect of the 
business of the individual immediately before the 
“individual ceased to carry on the business. 


Related Provisions: 14(12) — Certain property deemed not ac- 
quired ‘by affiliated person; 25 — Fiscal period for individual pro- 
prietor of business disposed of; 85(4) — Where loss. from disposi- 
tion..of property to controlled corporation;..252(4) — Extended 
meaning of “spouse”; 256(5.1) — Controlled directly or indirectly. 


History: Subpara. 24(2)(d)(ii) amended, by 1995,.c. 3, s..8, applica- 
ble to fiscal periods that end after February 22, 1994. Subpara. (11) 
formerly read: 


(ii) the amount to be included under paragraph 14(1)(b) in 
computing the income of the spouse or corporation 


Para. 24(2)(a) amended to substitute “in respect of the business” for 

“in respect of property”, and para. (d) added, by 1994, c. 7, Sch. 
VIII (1993;;c. 24), subsecs. 10(1) and (2), apiieane after July 13, 
1990. 


Subsec. 24(2) amended by 1994, c.-7, Sch. I (1991, c..49),.s. 47, 
applicable after July 13,1990. Subsec. 24(2) formerly read: 


(2) Where business carried on by spouse or controlled 
corporation — Notwithstanding subsection (1), where an.in- 
dividual has ceased to carry ona business and thereafter the 
individual’s spouse, or a corporation controlled-directly or-in- 
directly in any manner whatever by the individual, has carried 
on; the. business, 

(a) i computing the individual’s income for the individ- 

ual’s taxation year in which the individual so ceased to 
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carry on the business, the provisions of subsection (1) 
shall be read without reference to paragraph (1)(a) and as 
if the reference in paragraph (1)(c) to “the time the tax- 
payer so ceased to carry on the business” were read as a 
reference to “the end of the taxation year in which the _ 
taxpayer so ceased to carry on the business”; and — 
(b) in computing the cumulative eligible capital in re- 
spect of the business of the spouse or the corporation, as 
the case may be, at.any time after the end of the taxation 
year in which the individual :so:.ceased to carry.on the 
business, there shall be included the amount of the indi- 
vidual’s cumulative eligible capital in respect thereof at 
_ the end of that taxation year. 


(3) Where partnership has ceased to exist — 
Notwithstanding subsection (1), where at any time a 
partnership ceases to exist in circumstances to which 
neither subsection 98(3) nor subsection 98(5) ap- 
plies, there may be deducted, in computing the in- 
come for the first taxation year beginning after that 
time of a taxpayer who was a member of the partner- 
ship immediately before that time, an amount deter- 
mined chil the formula 
Be 2? 
A X a 


where, 


A is the amount that would! had | the: partnership 
continued to exist, have been deductible: under 
subsection (1) in computing its income; 


B is the fair market value of the taxpayer’s interest 
in the partnership ae ane yy before that time; 
and 


C ‘is the fair market value of all interests in the part- 
nership immediately before that time. 


History: Subsec. 24(3) added by 1994; c..7;Sch. VIII (1993, « c. 24), 
subsec. 10(3); applicable after July 13, 1990. 


Definitions [s. 24]: “amount”, “business” — 248(1); “controlled 
directly or indirectly” — 256(5.1); “corporation” — 248(1), Inter- 
PLE Act 35(1); “cumulative eligible capital — 14(5),, 248(4); 

“eligible capital property” — 54, 248(1); “individual”, “prop- 
erty” — 248(1); “spouse” —252(4)(a); ntayation cuaaaa 11(2), 
249; “taxpayer” — 248(1). 


24.1 [Repealed] 


History: S. 24.1 repealed by 1996, c. 21, s. 6, applicable to ap- 
pointments made after 1995. S. 24. 1 spemaay read: 


|| 24.1 Judges — Where ina taxation year a taxpayer has been 
appointed a judge by the Governor General or the Governor 
in Council or by the lieutenant governor in council of a prov- 
ince’ and the taxpayer elects in the taxpayer’s return of in- 
come under this Part for the year to have this section apply to 
the computation of the taxpayer’s income, 


(a) the taxpayer’s income from a professional practice for 
a fiscal period ending in that taxation year and commenc- 
ing in the preceding taxation year shall-be deemed to be‘ 
that proportion of such income that the number of months 
in the taxation year during which the taxpayer was not a | 
judge i is of the number of months in the fiscal period; and 


(b) the amount by which the taxpayer’s income for that 
taxation year from the taxpayer’s professional practice, 
computed: without reference to this section, exceeds the 
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amount that is deemed by paragraph (a) to be the tax- 
payer’s income for the fiscal period shall be deemed to 
be income of the taxpayer in-the immediately following 
taxation year. 
Pre-RSC History: All that portion of s. 24.1 preceding para. (a) 
substituted by 1985, c. 45, s. 12, applicable to appointments made in 
1984 et seq. That portion of s. 24.1 formerly read: 


24.1 Where in a taxation year a taxpayer has been appointed a 
judge by the Governor in Council or by the lieutenant gover- 
nor in council of a province and the taxpayer so elects in his 
return of income under this Part for the year, 


S. 24.1 added by 1984, c. 45, s. 11, applicable to appointments 
made in 1984 et seq. 


Definitions [s. 24.1]: “fiscal period” — 248(1), 249(2)(b), 249.1; 
“Governor General”, “Governor in Council”, “lieutenant governor 
in council”, “province” — Interpretation Act 35(1); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1). 


25. (1) Fiscal period of business disposed of 
by individual — Where an individual was the pro- 
prietor of a business and disposed of it during a fis- 
cal period of the business, the fiscal period may, if 
the individual so elects and subsection 249.1(4) does 
not apply in respect of the business, be deemed to 
have ended at the time it would have ended if the 
individual had not disposed of the business during 
the fiscal period. 

Related Provisions: 13(8) — Disposition of depreciable property 


after ceasing to carry on business; 99(2) — Parallel rule where part- 
nership ceases to exist. 


History: Subsec. 25(1) amended by 1996, c. 21, s. 7, applicable to 
fiscal periods that begin after 1994. The subsec. formerly read: 


(1) Fiscal period for individual proprietor of business 
disposed of — Where an individual was the proprietor of a 
business and disposed of it during a fiscal period of the busi- 
ness, the fiscal period may, if the individual so elects, be 
deemed to have ended at the time it would have ended if the 
individual had not disposed of the business during the fiscal 
period. 


Interpretation Bulletins: IT-172R: Capital cost allowance — 
taxation year of individuals; IT-179R: Change of fiscal period; IT- 
287R — Sale of inventory; IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died; IT-478R: CCA — recapture and terminal loss. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85. 


(2) Election — An election under subsection (1) is 
not valid unless the individual, at the time when the 
fiscal period of the business would, if the election 
were valid, be deemed to have ended, is resident in 
Canada. 


(3) Dispositions in the extended fiscal pe- 
riod — Where subsection (1) applies in respect of a 
fiscal period of a business of an individual, for the 
purpose of computing the individual’s income for 
the fiscal period, 


(a) section 13 shall be read without reference to 
subsection 13(8); and 


(b) section 24 shall be read without reference to 
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paragraph 24(1)(d). 
Pre-RSC History: Subsec. 25(3) added by 1980-81-82-83, c. 140, 
s. 14, applicable to elections made after 1979. 


Interpretation Bulletins: IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died; IT-478R: CCA — recapture and terminal loss. 


Definitions [s. 25]: “business” — 248(1); “Canada” — 255; “fis- 
cal period” — 248(1), 249.1; “individual” — 248(1); “resident in 
Canada” — 250; “taxpayer” — 248(1). 


Special Cases 


26. (1) Banks — inclusions in income — There 
shall be included in computing the income of a bank 
for its first taxation year that commences after June 
17, 1987 and ends after 1987 the total of 


(a) the total of the specific provisions of the bank, 
as determined, or as would be determined if such 
a determination were required, under the Minis- 
ter’s rules, as at the end of its immediately pre- 
ceding taxation year, 


(b) the total of the general provisions of the bank, 
as determined, or as would be determined if such 
a determination were required, under the Minis- 
ter’s rules, as at the end of its immediately pre- 
ceding taxation year, 


(c) the amount, if any, by which 


(i) the amount of the special provision for 
losses on trans-border claims of the bank, as 
determined, or as would be determined if such 
a determination were required, under the Min- 
ister’s rules, that was deductible by the bank 
under subsection (2) in computing its income 
for its immediately preceding taxation year 


exceeds 


(ii) that part of the amount determined under 
subparagraph (i) that was a realized loss of the 
bank for that immediately preceding taxation 
year, and 


(d) the amount, if any, of the tax allowable appro- 
priations account of the bank, as determined, or 
as would be determined if such a determination 
were required, under the Minister’s rules, at the 
end of its immediately preceding taxation year. 
Related Provisions: 20(1)(1) — Reserve for doubtful accounts; 


20(1)(1.1) — Reserve for guarantees; 33.1 — International banking 
centres; 87(2)(g.1) — Amalgamation — continuing corporation. 


(2) Banks — deductions from income — in 
computing the income for a taxation year of a bank, 
there may be deducted an amount not exceeding the 
total of 


(a) that part of the total of the amounts of the 
five-year average loan loss experiences of the 
bank, as determined, or as would be determined if 
such a determination were required, under the 
Minister’s rules, for all taxation years before its 
first taxation year that commences after June 17, 
1987 and ends after 1987 that is specified by the 
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bank for the year and was not deducted by the 
bank in computing its income for any preceding 
taxation year, 


(b) that part of the total of the amounts trans- 
ferred by the bank to its tax allowable appropria- 
tions account, as permitted under the Minister’s 
rules, for all taxation years before its first taxa- 
tion year that commences after June 17, 1987 and 
ends after 1987 that is specified by the bank for 
the year and was not deducted by the bank in 
computing its income for any preceding taxation 
year, he 


“(c) that part of the amount, if any, by which 


(i) the amount of the special provision for 
losses on trans-border claims, as determined, 
or as would be determined if such a determi- 
nation were required, under the Minister’s 
rules, that was deductible by the bank under 
this subsection in computing its income for its 
last taxation year before its first taxation year 
that commences after June 17, 1987 and.ends 
after 1987 


exceeds 


(ii) that part of the amount determined under 
subparagraph (i) that was a realized loss of the 
bank for that last taxation year 


that is specified by the bank for the year and was 
not deducted by the bank in computing its income 
for any preceding taxation year, 


(d) where the tax allowable appropriations ac- 
count of the bank at the end of its last taxation 
year before its first taxation year that commencés 
after June 17, 1987 and ends after 1987, as deter- 
mined, or as would be determined if such a deter- 
mination were required, under the Minister’s 
rules, is a negative amount, that part of such 
amount expressed as a positive number that 1s 
specified by the bank for the year and was not 
deducted by the bank in computing its income tor 
any preceding taxation year, and 


(e) that part of the total of the amounts calculated 
in respect of the bank for the purposes of the 
Minister’s rules, or that would be calculated for 
the purposes. of those rules if such a calculation 
were required, under Procedure 8 of the Proce- 
dures for the Determination of the Provision for 
Loan Losses as set out in Appendix 1° of those 
rules, for all taxation: years before its first taxa- 
tion year that commences after June 17,1987 and 
ends after 1987 that is specified by the bank for 
the year and was not deducted by the bank in 
computing its income for any preceding taxation 
year... | 


Related Provisions: 87(2)(g.1) — Amalgamation — continuing 
corporation. 


(3) Write-offs and recoveries — In computing 


S..26 


the income of a bank, the following rules apply: 


(a) any amount that was recorded by the bank as 
a realized loss or a write-off of an asset that was 
included. by the bank, in, the calculation of an 
amount deductible under the Minister’s rules, or 
would have been included in the calculation of 
“such an amount if such a calculation had been re- 
quired, for any taxation year before its first taxa- 
tion year that commences after June 17, 1987 and 
ends after 1987, shall, for the purposes of para- 
graph 12(1)(@i) and section 12.4, be deemed to 
have been deducted by the bank under paragraph 
20(1)(p) in computing its income for the year for 
which it was so recorded; and 


_(b) any amount that was recorded by the bank as 
a recovery of a realized loss*or a write-off of an 
asset that was included by the bank in the calcu- 
lation of an amount deductible under the Minis- 
ter’s rules, or would have been included in the 
calculation of such an amount if such a calcula- 
tion had been required, for any taxation year 
before its first taxation year that commences after 
June 17, 1987 and ends after 1987 shall, for the 
purposes.of section. 12.4, be deemed to have been 
imecluded by the bank under-paragraph 12(1)(i) in 
computing its income for the year for which it 
was so recorded. 


(4) Definition of “Minister’s rules” — For the 
purposes of this section, “‘Minister’s rules” means 
the Rules for the. Determination, of the Appropria- 
tions for Contingencies of a Bank issued under: the 
authority of the Minister of Finance pursuant to sec- 
tion 308 of the Bank Act for the purposes of subsec- 
tions (1) and (2) of this section. 


Pre-RSC History [s. 26]: That portion of subsec. 26(1), of 26(2) 
and of 26(3) preceding para. (a) of each amended by 1992, c. 1, 
Sch. V, s. 14, to substitute “a bank” for ‘“‘a‘bank to which the Bank 
Act. or.the Quebec Savings Banks Act applies”, applicable from Feb- 
ruary 28, 1992. [“Bank” is now defined. in the Interpretation Act.] 


S. 26 substituted by 1988, c. 55, s. 13, applicable to taxation years 
commencing after June 17, 1987 that end after 1987. S. 26 formerly 
read: ; 


26: (1) Banks — There shall be included in computing the 
income for.a taxation year of a bank to which.the Bank Act or 
the Quebec Savings Banks Act applies, the amount by which 
the aggregate of the amounts that, at the end of the year, are 
Set aside or reserved by way of write-down of the value of 
assets Or appropriation to contingency reserves or contingent 
accounts for the purpose of meeting losses on loans, bad or 
doubtful debts, depreciation in the value of assets other than 
bank premises, or other contingencies, is, in the opinion. of 
the Minister of Finance, having regard to all the circum- 
stances, in excess of the reasonable requirements of the bank. 


(2) Idem — In computing the income. for a taxation year of a 
bank to which the Bank Act or the Quebec Savings Banks. Act 
applies, no deduction may be made under paragraph 20(1)(1) 
or (p) or subsection 33(1) and, notwithstanding paragraphs 
18(1)(a) and (b), there may be deducted the amount, if any, 
by. which such amount 


(a) as the bank may claim, not exceeding the amount, if 
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any, by which 

(i) the aggregate of all amounts each of which is an 
amount set aside or reserved for the year or a preced- 
ing taxation year as or on account of the general ap- 
propriations of the bank, either by way of write- 
down of the value of ‘assets or appropriation to any 
contingency reserve or contingent account for the 
purpose of meeting losses on loans, bad or doubtful 
debts, depreciation in the value of assets, other than 
depreciable property of the bank, or other 
contingencies 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount deducted under this subsection in computing 
the income of the pals for a preceding taxation year; 
and 


(b) as is, in the opinion of the Minister of Finance, having 
regard to all the circumstances, not in excess of the rea- 
sonable requirements of the bank 


exceeds the aggregate of all amounts each of which is an 
amount deducted under paragraph 20(1)(p) in computing. the 
bank’s income for the year or a preceding taxation year in 

~ respect of a debt owed to the bank that is included in the as- 
sets of the bank at the end of the year. — 


All that portion of subsec. 26(2) preceding para. (a) amended to 
substitute “the amount, if any, by which such amount” for “such 
amount”, and all that portion following para. (b) added, by 1987, c. 
46, subsecs. 8(1), (2), applicable to taxation ee ending after Janu- 
ary 15, 1987. 


Subsec. 26(2) substituted by 1980-81-82-83, c: 48, s. 12, abaligable 
to 1980 et seg. Subsec. 26(2) formerly read: 


(2) Notwithstanding paragraphs 18(1)(a) and (b), there may 
be deducted in computing the income for a taxation year of a 
bank to which the Bank Act or the Quebec Savings Banks Act 
applies, such amount:as is set aside or reserved for the year 
either by way of write-down of the value of assets or appro- 
priation to any contingency reserve or contingent account for 
the purpose of meeting losses on loans, bad or doubtful debts, 
depreciation in the value of assets other than bank premises, 
or other contingencies, and is, in the opinion of the Minister ~ 
of Finance, having regard to all the circumstances, not in.ex- 
cess of the reasonable requirements of the bank. 


Definitions [s. 26]: “amount” — 248(1); “bank” — Interpretation 
Act 35(1); “Minister” — 26(4), 248(1); “taxation year” — 249. 


27. (1) Application of Part to Crown corpora- 
tions — This Part applies to a prescribed federal 
Crown corporation as if any income or loss from 


(a) a business carried on by the corporation as 
agent of Her Majesty, and 


(b) a property of Her Majesty SEES se by the 
corporation, 


were an income or loss, as the case may be, of the 
corporation therefrom. 
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Related Provisions: 124(3) — No tax abatement for income 
earned in a province; 181(1) — Meaning of “long-term debt”; 
181.71, 190.211 — Capital taxes apply to federal Crown corpora- 
tions; 187.61, 191.4(3) — Part IV.1 and VI-1 taxes on preferred 
share dividends apply to federal Crown corporations. 


Regulations: See at end of s. 27. 


(2) Presumption — Notwithstanding any ceanther 
provision of this Act, a.prescribed federal Crown 
corporation and any corporation controlled by such a 
corporation shall be deemed not to be a private cor- 
poration and paragraph 149(1)(d) does not apply 
thereto. . 

Related Provisions: 181.71, 190.211 — Capital taxes apply to 
prescribed federal Crown corporations; 187.61, 191.4(3) — Part 


IV.1 and VI.1 taxes on preferred share dividends apply to pre- 
scribed federal Crown corporations. 


Regulations: See at end of s. 27. 
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(3) Transfers of land for disposition — Where 
land of Her Majesty has been transferred to a pre- 
scribed federal Crown corporation for purposes of 
disposition, the acquisition of the property by the 
corporation and any disposition thereof shall be 
deemed not to have been in the course of the busi- 
ness, carried on by the corporation. 


Pre-RSC History [S. 27]: S. 27 amended by 1984, c. 31, Schedule 
II, proclaimed in force September 1, 1984, to substitute “a pre- 
scribed federal Crown corporation” for references to “a corporation 
specified in Schedule D to the Financial Administration Act”: 


Subsec. 27(2) substituted by 1979, c. 5, s. 8, applicable to 1978 er 
nea. Subsec. 27(2) formerly read: 


(2) Notwithstanding any other provision of this Act, a corpo- 
ration specified in Schedule D to the Financial Administra- 

tion Act shall be deemed not to be a private corporation, and 
paragraph 149(1)(d) does not apply to a corporation specified 
in Schedule D to that Act. 


Definitions [s. 27]: “business” — 248(1); “corporation” — 
248(1),. Interpretation Act 35(1); “Her Majesty” — Interpretation 


Act 35(1); “private corporation” —- 89(1), 248(1); “property” — 
248(1). 

Regulations: [s. dN 7100 (prescribed federal Crown 
corporation). 


Interpretation Bulletins [s. 27]: IT-347R2: Crown corporations, 


28. (1) Farming or fishing business — For the 
purpose of computing the income of a taxpayer for a 
taxation year from a farming or fishing business, the 
income from the business for that year may, if the 
taxpayer so elects, be computed in accordance with a 
method (in this section referred to as the “cash 
method”) whereby the income therefrom for that 
year shall be deemed to be an amount equal to the 
total of : . 


(a) all amounts that 


(i) were received in the year, or are deemed by 
this Act to have been received in the year, in 
the course of carrying’on the business, and 


(ii) were in payment of or on account of an 
amount that would, if the income from the 
business were not:computed in accordance 
with the cash method, be included in comput- 
ing income therefrom for that or any other 
year, and 


(b). with respect to a farming business, such 
amount, if any, as is specified by the taxpayer in 
respect of the business in the taxpayer’s return of 
income under this Part for the year, not exceeding 
the amount, if any, by which 


(i) the fair market value at the end of the year 
of inventory owned by the taxpayer in con- 
nection with the business at that time 


exceeds 


(ii) the amount ‘determined under paragraph 
(c) for the year, 


(c) with respect to, a farming business, the 


S. 28(1)Gii) 


amount, if any, that is the lesser of 


(i) the taxpayer’s loss from the business for 
the year computed without reference to. this 
paragraph and to paragraph (b), and 


(ii) the value of inventory purchased by the 
taxpayer that was owned by the taxpayer in 
connection with the business at the end of the 
year, and 


(d) the total of all amounts each of which is an 
amount included in computing the taxpayer’s in- 
come for the year from the business because of 
subsection 13(1), 14(1), 80(13) or (17) or 80.3(3) 
or (5), | 


minus the total of 


(e) all amounts, other than amounts described in 
section 30, that — . 


(i) were, paid in the year, or are deemed by 
this Act to have been paid in the year, in the 
course of carrying on the business, and 


(ii) were in payment of or on account of an 
amount that would, if the income from the 
business were not, computed in accordance 
with the cash method; be deductible in .com- 
puting income therefrom for that or any other 
taxation year, 
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(f) the total of all amounts each of which is the 
amount, if any, included under paragraph (b) or 
(c) in computing the taxpayer’s income from the 
business for the immediately prey caine taxation 
year, and 


(g) the total of all amounts each of which is an 
amount deducted for the year under paragraph 
20(1)(a), (b) or (uu), subsection 20(16) or 24(1), 
section 30 or subsection 80.3(2) or (4) in respect 
of the business, 


except that paragraphs (b) and (c) do not apply in 
computing the income of the: taxpayer for. the taxa- 
tion year in which the taxpayer dies. 


Related Provisions: 20(7)(b)— No reserve available under 
20(1)(m) when using cash method; 23(3) — Reference to property 
included in inventory; 28(2) — Limitation where business carried 
on jointly with other persons; 28(4) — Non-resident; 29-31 — Ad- 
ditional special rules for farmers; 34.2(2)(a) — Para. 28(1)(b) ig- 
nored for purposes of 1995 stub period income; 76(1) — Security in 
satisfaction of income debt; 79(3)F(b)(v)(B)(D, — Proceeds of dis- 
position to debtor on surrender of property — unpaid interest in- 
cluded under 28(1)(e); 80(1)“excluded obligation”(b) — Obligation 
not subject to debt forgiveness rules; 80.3 — Income deferral from 
destruction of livestock or drought-induced ‘sales of breeding ani- 
mals; 85(1)(c.2) — Transfer of property to corporation by share- 
holders; 87(2)(b) — Amalgamations — inventory; 88(1.6) — 
Winding-up; 248(1)“cash method” — Definition applies to entire 
Act. 


History: Paras. 28(1)(d) and (g) amended by 1995, c. 21, subsecs. 
7(1), (2), applicable to taxation years that end after February 21, 
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1994. Those paras: formerly read: | é rst 2 


(d) the total of all Amounts each of which is an amount in- — 

cluded in computing the taxpayer’s income for the year from’ - 
. the business by reason of subsection pee): 14(1) or 80.3(3) 

or (5), ( ; 


see we 


(g) the total of all amotints each of which is an amount de- — 

ducted for the year as permitted under paragraph 20(1)(a) or - 

(b), subsection 20(16), or 24(1), section 30 or subsection 4 
_ 80.3(2) or (4) in respect of the business, 


That portion.of subsec. 28(1) following para. (g) added by 1994, c 
7, Sch. Il (1991, c. 49), subsec. 18(1), applicable to fiscal periods 
beginning after 1988. 


Pre-RSC History: Para. 28(1)(d) amended to substitute “the tax- 
payer’s income” for “his income” and “13(1), 14(1) or 80.3(3) or 
(5)” for “13(1) or 14(1)”, that portion of para. 28(1)(e) preceding 
subpara. (i) amended to add “*, other than amounts described in sec- 
tion 30,” and para. 28(1)(g) ainétided to substitute “24(1), section 30 
or subsection 80.3(2) or (4)” for “24(1)”, by 1990, c. 39, subsecs. 
10(1) and (2), applicable to fiscal periods commencing after 1988. 


That portion of subsec. 28(1) following para. (a) substituted by 
1988, c. 55, subsec. 14(1), applicable (by subsec. 14(3), as amended 
by 1991, c. 49, s. 241, deemed to have come into force September 
13, 1988) to fiscal periods commencing after 1988 except that for a 
fiscal period of a taxpayer commencing after 1988 and before 1995 
in respect of a farming business that was carried on by the taxpayer 
before 1989, para. 28(1)(c) 


(a) shall, where the taxpayer so elects for the taxation year in 
the taxpayer’s retutn of income under Part I for the taxation 
year in which the fiscal period ends, be read as follows: ~ 


“(c) the lesser of EIFTELV Ss 


(i) the taxpayer’s loss from the business for the year 
computed without reference to this peers and to 
paragraph (b), and Py 


(11) the aggregate of | 


(A) the value at the end of the year of inventory 
purchased by him in taxation years commencing 
after 1988 that was owned by him in connection 
with the business at the end of the year, and 


‘(B) the amount determined by the formula 


(= x B) 
ry <9 t 
>. where : 


A is the number of taxation years of the busi- 
ness (not exceeding 6) commencing after 
1988, and 


Bis the value (determined in accordance with 
subsection (1.2)) at the end of the year of in- 
ventory purchased by him that was owned 
by him in connection with the business ‘at 
that time and at the beginning ofthe. first 
taxation year of the business commencing 
after 1988 (in this paragraph referred to. as 
the “particular year”) which value, in the 
case of inventory that is a specified animal, 
shall.be determined in accordance with sub- 
section (1.2) as if. the animal. were acquired 
in the particular year for a cash cost equal to, 

(I) in the case of an animal acquired in 
the taxation, year immediately preceding 
the particular year, its cash cost. other- 
wise determined, 


(if) in the case of an animal acquired in 
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one of the two taxation years immedi- 
ately preceding the year referred to in 
subclause (1), '/ of its cash cost other- 
wise determined, and 


(IIT) in any other case, '/4 of its cash cost 
otherwise determined, 


and for this purpose, where a taxpayer ac- 
quired a specified animal from a person with 
whom he was not dealing at arm’s length, he 
shall be deemed to have acquired the animal 


at the time that it was neg by that per- ~ 


son, and” 


(b) shall, in any other case, be read as follows: 


“(c) the amount, if any, by which the lesser of 


(i) the taxpayer’s loss from the business for the year 
computed without reference to this paragraph and to 
paragraph (b), and 


(11) the value (determined in accordance with subsec- 
tion (1.2)) at the end of the year of inventory pur- 
chased by him that was owned by him in connection 


with the business at that time, which value, in’ the: 
case of inventory that is a,specified animal acquired. 


in any taxation year of the business commencing 
before 1989, shall be determined in accordance with 
subsection (1.2) as if the animal. were acquired in the 
first-taxation year of the business commencing after 
1988 (in this paragraph referred to as the “particular 
year’) for a cash cost equal to, 


(A) in the case of an animal acquired in the taxa- 
tion year immediately preceding the particular 
year, its cash cost otherwise determined, 


(B) in the case of an animal acquired in one of 
the two taxation years immediately preceding 
the year referred to in clause (A),‘'/2 of its cash 
cost otherwise determined, and 


- (C) in any other-case, '/4 of its cash cost. other- 
_wise determined, 


exceeds 


(iii) for taxation years commencing. in. 1989, 
$15,000, 


(iv) for taxation years commencing in 1990, $12,500, 
(v) for taxation:years commencing in 1991, $10,000, 
(vi) for taxation years commencing in 1992, $7,500, 


(vil) for taxation years commencing in 1993, $5,000, 


sand 


and 


(viii) for taxation years commencing in 1994, 
$2,500, 

where 

(ix) such taxation year is less than 51 weeks, the 
amount referred to in subparagraph (iii), (iv), (Vv), 
(vi), (vil) or (viii), as the case may be, shall be read 
as that proportion of the amount determined thereun- 


der that the number of days in the year is of 365, and » 


(x) a taxpayer acquired a specified animal froma 
person with whom he was not dealing at arm’s 
lerigth, he shall; for ‘the purpose of subparagraph (ii), 
be deemed to have acquired the. animal.at the time 
that it, was acquired by that person, and” 


That portion of subsec. 28(1) formerly read: 


(b) such amount, if any, as may be specified by the tax- 
payer in respect of the business in his return of income 
under this Part for the year, not exceeding the fair market 
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value at the end of the year of. livestock (other than ani- 
mals included in his basic herd within the meaning. as- 
signed by section 29) owned by him at that time in con- 
nection with the business “ 


minus the aggregate of 
(c) all amounts that 


(i) were paid in the year, or are deemed by this Act to 
have been paid in the year, in the course of carrying 
on the business, ‘and 


(ii) were in payment of or on account of an amount 
that would, if the income from the business were not 
computed in accordance with the cash method, be 
deductible in computing income therefrom for that o or 
any other year, and 
(d) the amount, if any, specified by the taxpayer in re- 
spect of the business in accordance with paragraph (b) in 
his return of income under this’Part filed for the immedi- 
ately preceding taxation. year; 


-and. minus any deductions for. the year permitted, by 
paragraphs 20(1)(a) and (b). . 
All that portion of subsec. 28(1) preceding para. (a) aReguiled by 
1980-81-82-83, c. 48, subsec. 13(1), applicable to 1972 et seq. 


Subsec. 28(1) substituted by 1973-74, c. 14, s. 6, applicable to 1972 
et seq. 


Selected Cases [subsec. 28(1)]: Hadler Turkey Farms Inc. -v: 
The Queen, [1986] 1.C.T.C. 81 (FCTD) (Switch to cash option not 
permitted when taxpayer filed on accrual basis); Pollon v. The 
Queen, [1984] C.T.C. 131 (FCTD)-(Where income derived from 
farming, despite not physically taking part in operations, taxpayers 
operating independent businesses permitted to compute income on 
cash basis). : 

Regulations: 1700-1704 (capital cost allowance rates for. pre- 
1972 property of farming or fishing business). 


Interpretation Bulletins: IT-154R: Special reserves; IT-184R: 
Deferred cash purchase tickets issued by Canadian. Wheat Board; 
IT-291R2: Transfer of property to a corporation under subsection 
85(1); IT-373R: Farm woodlots and tree farms; IT-427R! Livestock 
of farmers; IT-526: Farming — cash method inventory adjustments. 


Forms: T2034: Election to establish inventory unit prices for ani- 
mals; T2042: Statement of farming activities; T2121: Statement of 
fishing activities; TD3F: Fishermen’s election for tax deductions at 
source. 


(1.1) Acquisition of inventory — Where at any 
time, and in circumstances where paragraph 69(1)(a) 
or (c) applies, a taxpayer acquires inventory that is 
owned by the taxpayer in connection with a farming 
business the income from which is computed in ac- 
cordance with the cash method, for the purposes of 
this section an amount equal to the cost to the tax- 
payer of the inventory shall be deemed 


(a) to have been paid by the taxpayer at that time 
and in the course of carrying ‘on that business, 
and 


(b) to be the only amount so paid for the inven- 
tory by the taxpayer, 
and the taxpayer shall be deemed to have purchased 
the inventory at the time it was so acquired. 


History: Subsec. 28(1.1) added by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 18(3), applicable to taxation years and fiscal periods ending 
after 1990. 


Interpretation Bulletins: IT-427R: Livestock of farmers . 
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Forms: T2034: Election to establish inventory unit prices for 

animals. 

History [former subsec. 28(1.1)]: Former subsec. 28(1.1) re- 

pealed by 1994, c. 7, Sch. II (1991, c. 49), subsec. 18(2), applicable 

to fiscal periods beginning after 1988. Former subsec. 28(1.1) had 

read: 
(1.1) Inventory — For the purposes of subsection (1), inven- 
tory owned in connection with a farming business means 
property that would have been included as inventory of the 
business if the income from the business had not been com- 
puted in accordance with the cash method, and includes live- 
stock but does not include animals included in a taxpayer’s 
basic herd (within the meaning assigned by section 29). 


Pre-RSC History [former subsec. 28(1.1)]: Former subsec. 
28(1.1) added by 1988, c. 55, subsec. 14(2), applicable (by 1991, c. 
49 s. 241, deemed to have come into force September 13, 1988) to 
fiscal periods commencing after 1988. 


(1.2) Valuation of inventory — For the purpose 
of paragraph (1)(c) and notwithstanding section 10, 
inventory of a taxpayer shall be valued at any time at 
the lesser of the total amount paid by the taxpayer at 
or before that time to acquire it (in this section re- 
ferred to as its “cash cost’’) and its fair market value, 
except that an animal (in this section referred to as a 
“specified animal’’) that is a horse or, where the tax- 
payer has so elected in respect thereof for the taxa- 
tion year that includes that time or for any preceding 
taxation year, is a bovine animal registered under the 
Animal Pedigree Act, shall be valued 


(a) at any time in the taxation year in which it is 
acquired, at such amount as is designated by the 
taxpayer not exceeding its cash cost to the tax- 
payer and not less than 70% of its cash cost to the 
taxpayer; and 


(b) at any time in a subsequent taxation year, at 
such amount as.is designated by the taxpayer not 
exceeding its cash cost to the taxpayer and not 
less than 70% of the total of 


(i) its value determined under this subsection 
at the end of the preceding taxation year, and 


(11) the total amount paid on account of the 
purchase price of the animal during the year. 


Related Provisions: 85(1)(c.2) — Transfer of property to corpo- 
ration by shareholders; 88(1.6) — Winding-up. 


History: Subsec. 28(1.2) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 18(4), applicable to fiscal periods commencing after 
1988. Subsec. 28(1.2) formerly read: 


(1.2) Valuation of inventory — For the purpose of paragraph 
(1)(c) and notwithstanding section 10, inventory of a taxpayer 
shall be valued at any time at the lesser of the amount paid by 
the taxpayer at or before that time to acquire it (in this section 
referred to as its “cash cost”) and its fair market value, except 
that an animal (in this section referred to as a “specified 
animal’) that is a horse or, where the taxpayer so elects in 
respect thereof, is a bovine animal registered under the 
Animal Pedigree Act shall be valued 


(a) at any time in the taxation year in which it is acquired, 
at such amount as is designated by the taxpayer not ex- 
ceeding its cash cost to the taxpayer and not less than 
70% of its cash cost to the taxpayer; and 


(b) at any time in any subsequent taxation year, at such 
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amount as is designated by the taxpayer not exceeding its 
cash cost to the taxpayer and not less than 70% of its 
value determined under this subsection at the end of the 
preceding taxation year. 


Pre-RSC History: Subsec. 28(1.2) added by 1988, c. 55, subsec. 
14(2), applicable (by 1991, c. 49, s. 241, deemed to have come into 
force September 13, 1988) to fiscal periods commencing after 1988. 
Regulations: 1801, 1802 (valuation of inventory). 


Forms: T2034: Election to establish inventory unit prices for 
animals. 


(1.3) Short fiscal period — For each taxation year 
that is less than 51 weeks, the reference in subsection 
(1.2) to “70” shall be read as a reference to the num- 
ber determined by the formula | 


100 — (30 x #) 


where 


A is the number of days in the taxation year. 


Pre-RSC History: Subsec. 28(1.3) added by 1988, c. 55, subsec. 
14(2), applicable to taxation years commencing after 1988. 


(2) Where joint farming or fishing busi- 
ness — Subsection (1) does not apply for the pur- 
pose of computing the income of a taxpayer for a 
taxation year from a farming or fishing business car- 
ried on by the taxpayer jointly with one or more 
other persons, unless each of the other persons by 
whom the business is jointly carried on has elected 
to have his or her income from the business for that 
year computed in accordance with the cash method. 


Interpretation Bulletins: [T-373R: Farm woodlots and tree 
farms. 


(3) Concurrence of Minister — Where a tax- 
payer has filed a return of income under this Part for 
a taxation year wherein the taxpayer’s income for 
that year from a farming or fishing business has been 
computed in accordance with the cash method, in- 
come from the business for each subsequent taxation 
year shall, subject to the other provisions of this Part, 
be computed in accordance with that method unless 
the taxpayer, with the concurrence of. the Minister 
and on such terms and conditions as are specified by 
the Minister, adopts some other method. 

Pre-RSC History: Subsecs. 28(2), (3) substituted by 1980-81-82- 
83, c. 48, subsec.13(2), applicable to 1972 et seq. 


Interpretation Bulletins: IT-373R: Farm woodlots and tree 
farms. 


(4) Non-resident — Notwithstanding subsections 
(1).and (5), where at the end of a taxation year a tax- 
payer who carried on a business the income from 
which was. computed in accordance with the cash 
method is non-resident and does not carry on that 
business in Canada, an amount equal to the total of 
all amounts each of which is the fair market value of 
an amount outstanding during the year as or on ac- 
count of a debt owing to the taxpayer that arose in 
the course of carrying on the business and that would 
have been included in computing the taxpayer’s in- 
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come for the year if the amount had been received by 
the taxpayer in the year, shall (to the extent that the 
amount was not otherwise included in computing the 
taxpayer’s income for the year or a preceding taxa- 
tion year) be included in computing the taxpayer’s 
income from the business 


(a) for the year, if section 114 is not anplicable: 
or 


(b) if section 114 is applicable, for the period or 
periods referred to in paragraph 114(a) in respect 
of the year. 


Related Provisions: 28(4.1) — Non-resident; 28(5) — Accounts 
receivable; 128.1(4)(b) — Deemed disposition of property where 
taxpayer ceases to be resident in Canada; 253 — Extended meaning 
of “carrying on business in Canada”. 


History: Subsec. 28(4) substituted by 1994, c. 7, Sch. IT (1991, c. 
49), subsec. 18(5), applicable with respect to taxpayers who cease to 
reside in Canada or who cease to carry on business in Canada after 
July 13, 1990. Subsec. 28(4) formerly read: 


(4) Change in residence — Where. a taxpayer who, at a 
time when the taxpayer was a resident of Canada, carried on a 
business the income from which was computed in accordance 
with the method authorized by subsection (1) has, on or after 
disposing of or ceasing to carry on the business or a part of 
the business, ceased to be a resident of Canada in a taxation 
year, an amount equal to the value, at the time the taxpayer 
ceased to be a resident of Canada, of 


(a) such part of the property that would have been in- 
cluded in the inventory of the business: or the part of the 
business if the income from the business had not been 
computed in accordance with the method authorized by 
subsection (1) as remained the property of the taxpayer at 
the time the taxpayer ceased to be a resident of Canada, 
and 


(b) such part of amounts outstanding at the time the tax- 
payer ceased to be a resident of Canada as.or on account 
of debts owing to the taxpayer that arose in the course of 
carrying on the business as. would have;been included in 
computing the taxpayer’s income for the year if the 
amounts had been received by the taxpayer in the year at 
a time when the taxpayer was a resident of Canada, 


shall be included in computing the taxpayer’s income 
(c) for the year, if section 114 is not applicable, or 
(d) if section 114 is applicable, for the period or periods 
in the year.referred to in paragraph 114(a). 


Interpretation Bulletins: IT-193 SR: Taxable income of individ- 
uals resident in Canada during part of a year (Special Release);, IT- 
427R:; Livestock of farmers. 


(4.1) Idem — Notwithstanding subsection -(1), 
where at any time in a taxation year 


(a) a taxpayer who carried on a business the in- 
come from which is computed in accordance with 
the cash method is non-resident, and 


(b) a property that was inventory owned by the 
taxpayer in connection with the business is not 
used in connection with a business carried on in 
Canada by the taxpayer (other than inventory 
sold in the course of carrying on the business), 


the taxpayer shall (except where this subsection ap- 
plied in respect of the property at an earlier time) be 
deemed to have disposed of the property at that time 


S. 29(1)(b) 


in the course of carrying on the business for’ pro- 
ceeds of disposition equal to its fair market value at 
that time and an amount equal to those proceeds 
shall. be included in. computing the Raxpaye” S in- 
come from the business 


(c) for the year, if section 114 does not yA or 


(d) if section 114 applies, for the period or peri- 
ods in the year referred to in paragraph 114(a). 


Related Provisions: 28(4) — Non-resident; 253 — Extended 
meaning of “carrying on business in Canada”. 


History: Subsec. 28(4.1) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 18(5), applicable with respect to taxpayers who cease to re- 
side in Canada after July 13, 1990 and with respect to property that 
ceases after July 13, 1990 to be used in connection with a business 
carried on in Canada. 


Interpretation Bulletins: IT-427R: Livestock of farmers . 


(5) Accounts receivable — There shall be in- 
cluded in computing the income of a taxpayer for a 
taxation year such part of an amount received by the 
taxpayer in the year, on or after disposing of or ceas- 
ing to carry on a business or a part of a business, for, 
on account or in lieu of payment of, or in satisfaction 
of debts owing to the taxpayer that arose in the 
course of carrying on the business as would have 
been included in computing the income of the tax- 
payer for the year had the amount so received been 
received by the taxpayer in the course of carrying on 
the business. 


Definitions [s. 28]: “amount”, “business” — 248(1), 253; “Can- 


ada” — 255;,.“cash. method” — 280); 248(1); ‘farming’, “inven- 
tory”, “Minister”, “person”, “property” — 248(1);. “specified 
animal” — 28(1.2); “taxation year” — 11(2), 249; “taxpayer” — 


248(1). 


Interpretation Bulletins [s. 28]: IT-156R: Feedlot operators; IT- 
188R: Sale of accounts receivable; IT-433R: Farming or fishing — 
use of cash method; IT-505: Mortgage foreclosures and conditional 
sales repossessions; IT-526: Farming — cash method inventory 
adjustments. 


29. (1) Disposition of animal of basic herd 
class — Where a taxpayer has a basic herd of a 
class of animals and disposes of an animal of that 
class in the course of carrying on a farming business 
in a taxation year, if the taxpayer so elects in the tax- 
payer’s return of income under this Part for the year 
the following rules apply: 


(a) there shall be deducted in computing the tax- 
payer’s basic herd of that class at the end of the 
year such number as is designated by the tax- 
payer in the taxpayer’s election, not exceeding 
the least. of 


(i) the number of animals of that class so dis- 
posed of by the taxpayer in that year, 


(ii) Yio of the taxpayer’s basic herd of that 
class on December 31, 1971, and 


(iii) the taxpayer’s basic herd of that class of 
animal at the end of the immediately preced- 
ing taxation year; and 

(b) there shall be deducted in computing the tax- 
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payer’s income from the farming business for the 
taxation year the product obtained when 


(i) the number determined under paragraph (a) 
in respect of the taxpayer’s basic herd of that 
class for the year 


is- multiplied by 


(ii) the quotient obtained when the fair market 
value on December 31, 1971 of the taxpayer’s 
animals of that class on that day is divided by 
the number of the taxpayer’s animals of that 
class on that day. 


Related Provisions: 28(1)(b) — Optional inclusion of inventory 
in income; 96(3) — Election by members of partnership. 


Forms: T2034: Election to establish inventory unit prices for 
animals. 


(2) Reduction in basic herd — Where a taxpayer 
carries on.a farming business in a taxation year and 
the taxpayer’s basic herd of any class at the end of 
the immediately preceding year, minus the deduc- 
tion, if any, required by paragraph (1)(a) to be made 
in computing the taxpayer’s basic herd of that class 
at the end of the year, exceeds the number of animals 
of that class owned by the taxpayer at the end of the 
year, 


(a) there shall be. deducted i in computing the tax- 
payer’s basic herd of that class at the end of the 
year the number of animals Ce ee the ex- 
cess, and 


(b) there shall be deducted in computing the tax- 
payer’s income from the farming business for the 
taxation year the product obtained when 


(i) the number of animals comprising the 
eXCeSs 


is multiplied by 


(11) the quotient obtained when the fair market 
value on December 31, 1971 of the taxpayer’s 
animals of that class on that day:is divided by 
the number of the taxpayer’s animals of that 
class on that day. ) 


(3) Interpretation — For the purposes of this sec- 
tion, 


(a) a taxpayer’s “basic herd” of any class of ani- 
mals at a particular time means such number of 
the animals of that class that the taxpayer had on 
hand at the end of [the taxpayer’s] 1971 taxation 
year,as were, for the purpose of assessing the tax- 
payer’s tax under this Part for that year, accepted 
by the Minister, as a consequence of an applica- 
tion made by the taxpayer, to be capital proper- 
ties and not to be stock-in-trade, minus the num- 
bers, if any, required by virtue of this section to 
be deducted in computing the taxpayer’s basic 
herd of that class at the end of taxation years of 
the taxpayer ending before the particular time; 


(b) “class of animals” means animals ofa particu- 
lar species, namely, cattle, horses, sheep or 
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swine, that are 


(1) purebred animals of that species for which 
a certificate of registration has been issued by 
a person recognized by breeders in Canada of 
purebred animals of that species to be the reg- 
istrar of the breed to which such animals be- 
long, or issued by the Canadian National 
Livestock Records Corporation, or 


(11) animals of that species other than purebred 
animals described in subparagraph (i), 


each of which descriptions in subparagraphs (1) 
and (11) shall be deemed to be of separate classes, 
except that where the number of the taxpayer’s 
animals described in subparagraph (i) or (ii), as 
the case may be, of a particular species is not 
greater than 10% of the total number of the tax- 
payer’s animals of that species that would other- 
wise be of two separate classes by virtue of this 
paragraph, the taxpayer’s animals described in 
subparagraphs (i) and (ii) of that species shall be 
deemed to be of a single class; and 


(c) in determining the number of animals of any 
class on hand at any time, an animal shall not be 
included if it was acquired for a feeder operation, 
and an animal shall be included only if its actual 
age is not less than, 


(i) in the case of cattle, 2 years, 
(ii) in the case of horses, 3 years, and, 
(iii) in the case of sheep or swine, one year, 


except that 2 animals of a class under the age 
specified in subparagraph (i), (ii) or (ili), as the 
case. may. be, shall be counted as one animal of 
the age so specified. 
Definitions [s. 29]: “basic herd” — 29(3); “business” — 248(1); 
“capital property” — 54, 248(1); “farming”, “Minister”, “per- 
son” — 248(1); “taxation -year” — 11(2), 249; “taxpayer” — 
248(1). 
Interpretation Bulletins [s. 29]: IT-427R: Livestock of farmers . 


30. Improving land for farming — Notwith- 
standing paragraphs 18(1)(a) and (b), there may be 
deducted in computing a taxpayer’s income for a 
taxation year from a farming business any amount 
paid by the taxpayer before the end of the year for 
clearing land, levelling land or installing a land 
drainage system for the purposes of the business, to 
the extent that such amount has not been deducted in 
a preceding taxation year. 


Related Provisions: .28(1)(g¢) — Deduction from farming or fish- 
ing income when using cash method. 


Pre-RSC History: S. 30 substituted by 1988, c. 55, s. 15, applica- 
ble with respect to amounts paid after 1987; and (by 1990, c. 39, s. 
59), where a taxpayer 
(a) claims a deduction under s. 30 in respect of such an amount 
in computing the taxpayer’s income from a farming business 
for a fiscal period or a taxation year that commences before 
1989, and 


(b) computes income from the farming business for that fiscal 
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period or taxation year, as the case may be, under s: 28, 


notwithstanding s. 28, the amount of the deduction described in (a) | 


shall be deducted under s. 28 in ‘computing the taxpayer’s income 
for that fiscal period or taxation year, as the case may-be, in lieu of 
any other amount deductible under that section.in respect of 
amounts paid after 1987 to which s. 30 applies. S. 30 formerly read: 
30. Clearing land, lévelling land and laying tile drain- 
age — Notwithstanding paragraphs 18(1)(a) and (b), there 
may be deducted in computing a’taxpayer’s income for a tax- 

» ation year from a farming business any amount paid by him 
in the year for clearing land; levelling: land or laying tile. 
drainage for the purpose of carrying on the farm business. 

Definitions [s.. 30]: “amount”, “business”, “farming” — 248(1); 
“taxation year” — 11(2), 249; “taxpayer” — 248(1). : 
Interpretation Bulletins [s. 30]: IT-485: Cost of clearing or 
levelling land. 


31. (1) Loss from farming where chief source 
of income not farming — Where a taxpayer's 
chief source of income for a taxation year is neither 
farming nora combination of farming and some 
other source of income, for the purposes. of sections 
3 and 111 the taxpayer’s loss, if any, for the year 
from all farming businesses carried on by the tax- 
payer shall be deemed to be the total of 


(a) the lesser of 


(i) the amount by which the total of the tax- 
payer’s losses for the year, determined’ with- 
out reference to this’ section and before mak- 
ing any deduction under section 37 or 37.1, 
from all farming businesses carried on by the 
taxpayer exceeds the total of the taxpayer’s 
incomes for the year, so determined from all 
such businesses, and 


(ii) $2,500 plus the lesser of 


(A) '2 of the amount by which the amount 
determined under subparagraph (i) exceeds 
$2,500, and 


(B) $6,250, and 
(b) the amount, if any, by which 


(1) the amount that would be determined under 
subparagraph (a)(i) if it were read as though 
the words “‘and before making any deduction 
under section 37 or 37.1” were deleted, 


exceeds 


(11) the amount determined under subpara- 

graph (a)(i). 
Related Provisions: 9(2) Loss from business ‘or property; 
31(1.1) — Restricted farm loss; 53(1)() — Addition ito adjusted 
cost base for non-deductible losses; 53(2)(c)()(B) — Adjusted cost 
base of interest in partnership; 87(2.1)(a) — Amalgamation — Re- 
stricted farm loss carried forward; 96(1) — Restricted farm loss of 
partner; 101 — Disposition of land used in farming business of part- 
nership; 111(1)(c)'+ Carryover. of restricted farm losses; .111(9) — 
Restricted farm loss where taxpayer not resident in Canada; 
127.52(1)()(@i)(B) — Calculation of previous year’s restricted farm 
loss for minimum tax purposes; 128. 1(4)(f) — Restricted farm loss 
limitation on becoming non-resident. 


History: The closing words of subsec. 31(1) repealed DY 71 995)'C. 
21, subsec. 8(1), applicable to taxation years that end after February 
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21, 1994. The: closing words formerly read: 


and for the purposes of this Act the amount, if any, by which 
the amount determined under subparagraph (a)(i) exceeds the 

“amount determined under subparagraph (a)(ii) is the ‘tax- 
payer’s “restricted farm loss” for the year. 


Pre-RSC History: Cl. 31(1)(a)Gi)(B) amended by 1988, rol be by 5. 
16, to substitute “$6,250” for “$2,500”, applicable (by subsec. 
16(2), as amended by 1991, c. 49, s. 242, deemed to have come into 
force September 13, 1988). to fiscal periods commencing. after 1988. 


Subparas. 31(1)(a)(i), (b)() substituted by 1979, c. 5, s. 9, applica- 
ble to taxation years ending after 1977. Subparas. 31(1)(a)(i), (b)(i) 
formerly read: 


(i) the amount 9 Sach the pea af his. losses for the 
year, determined without reference to this section and Derore: 
“making any deductions in respect of expenditures described’ 
in section 37, from all farming businesses carried on by him’ | - 
~-exceeds the aggregate of his incomes’ for the yen, ‘so deter- 
mined from all such businesses, and \; 


(i) the’amount that would be determined under subparagraph | 
(a)(i)-if it were read as though the words “‘and before making ‘ 
any deductions in respect of expenditures described in section 
37” were deleted, 


Subsec. 31(1) substituted by, 1973- 14, Cs 14, S.cle Le to.1972 
et seq. 


Selected Cases [subsec. 31(1)]: Phillips v. Canada, [1997] 1 


C.T.C. 59 (FCTD) (Consideration. of. psychological, physical and 


professional commitment as well as income and capital levels); 
Moldowan ‘vy. The Queen, [1977] ©.T.C..310 (SCC) (Taxpayer’s 
chief source of income determined from reasonable expectations of 
income from various revenue sources and.ordinary mode and habit 
of work); McLaws v. The Queen, [1976] C.T.C. 15 (FCTD) (Losses 
from raising racehorses were from business with expectation of 
profit). 

Interpretation Bulletins: IT- 302R2: . of a Aon sine 
the effect on their deductibility of changes in control, amalgamation 
and winding-up; IT-302R3: Losses of a corporation — the effect 
that acquisitions of control, amalgamations, and windings-up have 
on‘ their deductibility — after January 15,1987; IT-478R::CCA — 
recapture and terminal loss. See also list at end of s. 31. 


Forms [subsec. 31(1)]:.T624: Analysis of farm losses. 


(1.1) Restricted farm loss — For the purposes of 
this Act, a taxpayer’s “restricted farm loss” for a tax- 
ation year is the amount, if any, by which 
(a) the amount determined under subparagraph 
(1)(a)@) in TeSnnsk of the taxpayer for the. year 


exceeds 


(b) the total of the amount determined under sub- 
paragraph (1)(a)(ii) in respect of the taxpayer for 
the -year' and all amounts each’ of which is an 
amount by which the taxpayer’s restricted farm 
loss for the year is required to be reduced because 
of section 80. 

Related Provisions: 80(3)(c) — Reduction in restricted farm loss 


on debt forgiveness; 248(1)‘restricted farm loss” — Definition ap- 
plies to entire Act. See also Related provisions to 31(1). 


History: Subsec. 31(1.1) added by 1995, c. 21, subsec. 8(2), appli- 
cable to taxation years that end after February 21, 1994. 


(2) Determination by Minister — For the pur-. 


_ pose of this section, the Minister may determine that 


a taxpayer’s chief source of income for a taxation 
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year is neither farming nor a combination of farming 
and some other source of income. 


Definitions [s. 31]: “amount”, “business”, “farming”, “Minis- 
ter” — 248(1); “taxation year” — 11(2), 249; “taxpayer” — 248(1). 
Interpretation Bulletins [s. 31]: IT-156R: Feedlot operators; IT- 
232R2: Non-capital losses, net capital losses, restricted farm losses, 
farm losses and limited partnership losses — their composition and 
deductibility in computing taxable income; IT-262R2 — Losses of 
non-residents and part-year residents; IT-322R: Farm losses; IT- 
373R: Farm woodlots and tree farms. 


32. (1) Insurance agents and brokers — In 
computing a taxpayer’s income for a taxation year 
from the taxpayer’s business as an insurance agent or 
broker, no amount may be deducted under paragraph 
20(1)(m) for the year in respect of unearned commis- 
sions from the business, but in computing the tax- 
payer’s income for the year from the business there 
may be deducted, as a reserve in respect of such 
commissions, an amount equal to the lesser of 


(a) the total of all amounts each of which is that 
proportion of an amount that has been included in 
computing the taxpayer’s income for the year or a 
preceding taxation year as a commission in re- 
spect of an insurance contract (other than a life 
insurance contract) that 


(1) the number of days in the period provided 
for in the insurance contract that are after the 
end of the taxation year 


is of 
(ii) the number of days in that period, and 


(b) the total of all amounts each of which is the 
amount that would, but for this subsection, be de- 
ductible under paragraph 20(1)(m) for the year in 
respect of a commission referred to in paragraph 
(a). 
Related Provisions: 72(1)(b) — Reserves, etc. for year of death; 
87(2)(j.6) — Amalgamations — continuing corporation. 


History: Subsec. 32(1) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 19(1), applicable to taxation years ending after 1990. 
Subsec. 32(1) formerly read: 


32. (1) Insurance agents and brokers — Paragraph 
20(1)(m) does not apply to allow a deduction to an insurance 
agent or broker in respect of unearned commissions but a tax- 
payer may, in computing the taxpayer’s income from a busi- 
ness as an insurance agent or broker for a taxation year, de- 
duct as a reserve in respect of unearned commissions an 
amount equal to the proportion of an amount that has been 
included in computing the taxpayer’s income for the year or a 
previous year as a commission in respect of an insurance con- 
tract, other than a life insurance contract, that 


(a) the number of days in that portion of the period pro- 
vided for in the insurance contract that is after the end of 
the taxation year, 


is of 
(b) the whole of that period. 
Forms: T2069: Election in respect of amounts not deductible as 
reserves for the year of death. 


(2) Reserve to be included — There shall be in- 
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cluded as income of a taxpayer for a taxation year 
from a business as an insurance agent or broker, the 
amount deducted under subsection (1) in computing 
the taxpayer’s income therefrom for the immediately 
preceding year. 


(3) Additional reserve — In computing a tax- 
payer’s income for a taxation year ending after 1990 
from a business carried on by the taxpayer through- 
out the year as an insurance agent or broker, there 
may be deducted as an additional reserve an amount 
not exceeding 


(a) where the year ends in 1991, 90%, 

(b) where the year ends in 1992, 80%, 

(c) where the year ends in 1993, 70%, 

(d) where the year ends in 1994, 60%, 

(e) where the year ends in 1995, 50%, 

(f) where the year ends in 1996, 40%, 

(g) where the year ends in 1997, 30%, 

(h) where the year ends in 1998, 20%, 

(1) where the year ends in 1999, 10%, and 

(j) where the year ends after 1999, 0% 
of the amount, if any, by which 

(k) the reserve that was deducted by the taxpayer 

under subsection (1) for the taxpayer’s last taxa- 

tion year ending before 1991 
exceeds 

(1) the amount deductible by the taxpayer under 

subsection (1) for the taxpayer’s first taxation 

year ending after 1990, 
and any amount so deducted by the taxpayer for a 
taxation year shall be deemed for the purposes of 
subsection (2) to have been deducted for that year 
pursuant to subsection (1). 


Related Provisions: 87(2)(j.6) — Rules applicable — continuing 
corporation. 

History: Subsec. 32(3) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 19(2), applicable to taxation years ending after 1990. 
Definitions [s. 32]: “amount”, “business” — 248(1); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1). 

Interpretation Bulletins [s. 32]: IT-321R: Insurance agents and 
brokers — unearned commissions. 


32.1 (1) Employee benefit plan deductions — 
Where a taxpayer has made contributions to an em- 
ployee benefit plan in respect of the taxpayer’s em- 
ployees or former employees, the taxpayer may de- 
duct in computing the taxpayer’s income for a 
taxation year 


(a) such portion of an amount allocated to the 
taxpayer for the year under subsection (2) by the 
custodian of the plan as does not exceed the 
amount, if any, by which 


(1) the total of all amounts each of which is a 
contribution by the taxpayer to the plan for the 
year or a preceding year 
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exceeds the total of all amounts each of which is 


(11) an amount in respect of the plan deducted 
by the taxpayer in computing the taxpayer’s 
income for a preceding year, or 


(iii) an amount received by the taxpayer in the 
year or a preceding year that-was.a return of 
amounts contributed by the mee to the 
plan; and 


(b) where at the end of the year all bf iid obliga- 
tions of the plan to the taxpayer’s employees and 
former employees have been satisfied and no 
property of the plan will thereafter be paid to or 
otherwise be available for the benefit of the tax- 
payer, the amount, if any, by, which 


(i) the total of all amounts each of which - isa 
contribution by the taxpayer 'to the plan for the 
year or a preceding year 


exceeds the total of all amounts each of which is 


(11) an amount in respect of the plan deducted 
by the taxpayer in computing the taxpayer’s 
income for a preceding year, or, by virtue of 
paragraph (a), for the year, or | 


(iii) an amount received by the taxpayer in the 
year or a preceding year that was a return of 
amounts contributed by the taxpayer to the 
plan. 7 
Related Provisions: 6(1)(a)(ii), 6(1)(g) — Employee benefit plan 
benefits taxable; 12(1)(n) —Employer?s. income. inclusion — 
amounts received from employees profit sharing plan; 12(1)(n.1) — 
Employee benefit plan; 18(1)(0) — Employee benefit plan contribu- 
tions; 87(2)(j.3) — Amalgamation — continuation of corporation; 
107.1 — Distribution by employee trust or, employee benefit plan; 
207.6(4) — Deemed contribution. 


Advance Tax Rulings: ATR-17: Employee benefit. plan — 
purchase of company shares. 


(2) Allocation — Every custodian of an employee 
benefit plan shall'each year allocate to _persons who 
have made contributions to the plan in: respect of 
their employees or former-employees the amount, if 
any, by which the total of 


(a) all payments made in the year out of or under 
the plan to or for the benefit of their employees.or 
former employees (other than the portion thereof 
that, by virtue of subparagraph. 6(1)(g)(i1), is not 
required to be included in computing the income 
of a taxpayer), and 


(b) all payments. made in the year out of « or under 
the plan to the heirs or the legal representatives of 
their employees or former employees. 


exceeds the income of the plan for the year. 
Related Provisions: 32.1(3) — Income of employee benefit plan. 


Pre-RSC History: Subsec. 32:1(2) substituted by 1980-81-82-83, 
c. 140, s, 15, applicable.to the 1980.and subsequent taxation years, 
to add a reference to payments made to the “heirs or the legal repre- 
sentatives of their employees or former employees”.’ 


(3) Income of employee benefit plan - ~- For the 
purposes. of subsection (2),..the, income of.an em- 
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ployee benefit plan for a year 


(a) in the case of a plan that is a trust, is the 
amount that would be its income for the year if 
section 104 were read without reference to sub- 
sections 104(4) to (24); and 


(b) in any other case, is the total of all amounts 
each of which is the amount, if any, by which a 
payment under the plan by the custodian thereof 
in the year exceeds 


(i).1in the case of an annuity, that part of the 
payment determined. in prescribed manner to 
have been a return of capital, and 


_ (ii) in any other case, that part of the payment 
that could, but for paragraph 6(1)(g), reasona- 
bly be regarded as being a payment of a capi- 
tal nature. 


Regulations: 300 (prescribed manner). 


Pre-RSC. History [s. 32.1]: S. 32.1 added by 1980-81-82-83, c. 
48, s. 14, applicable with respect to benefits paid under an employee 
benefit plan after 1979. 


Selected Cases [s. 32.1]: J.W. Baker Agency (1976) Ltd. v. 
Canada |, [1989] 1 C.T.C. 246 (FCA): (Provision intended to permit 
spreading commissions over duration of policies). 

Definitions [s. 32.1]: “amount”, “annuity”, “employee benefit 
plan’, person”, “prescribed”, “property” — 248(1); “taxation 
year” — 11(2), 249. 


Interpretation Bulletins [s. 32.1]: IT-502: Employee benefit 
plans and employee trusts. 


” “ce 


33. [Repealed under former Act] 


Pre-RSC History: S. 33. repealed by 1988, c. 55, s. 17, applicable 
to taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987, except that the repeal of subsec. 33(2) is appli- 
cable with respect to taxation years and fiscal periods after the first 
taxation year or fiscal period that commences after June 17,1987 
and ends after 1987. S. 33 formerly read: 


33, (1), Lending of money: on security — In dguapniuie the 
income for a taxation year ofa taxpayer whose business in- 
cludes the lending of money on the security of a mortgage, 
hypothec or agreement of sale of real property, there may be 
deducted as a reserve, in lieu of any deduction under para- 
graph 20(1)(1), such amount.as the taxpayer may claim not 
exceeding the lesser of 


(a) the aggregate of 
(i) 1'2% of the lesser of 
« (A) the aggregate of 


(I) each amount outstanding at the end of the 
year as or on account of the amortized cost 
of loans made by the taxpayer on the secur- 
ity of a mortgage, hypothec or agreement for 
sale of real property, or as or on account of 
the amortized cost of any such mortgage, 
hypothec or agreement for sale purchased by 
him, 


(II) each amount ‘ane and unpaid at the end 
of the year as or on-account of interest paya- 
ble to the taxpayer under a mortgage, hy- 
pothec or agreement for sale of real 


property; 
(III) each amount that has been taken into 
account in computing the income of the tax- 
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payer for the year as or on account of the 
value of real-property of the taxpayer that 
was included in the inventory of the tax- 
payer at the end of the year and that was ac- 
quired, by foreclosure or otherwise, after de- 
fault made under a mortgage, hypothec or 
agreement for sale of real. property (other- 
wise than as or on account of the value of 
real property in respect of which any amount 
for the year has been included under sub- 
clause (I) or (II)), and 


(IV) where a taxpayer is a corporation li- 
censed or otherwise authorized under the 
laws of Canada or a province to carry on in 
Canada the business of offering to the public 
its services as trustee, each amount outstand- 
ing at the end of the year as or on account of 
the amortized cost of a bond or debenture 
(other than a bond or debenture that matures 
within | year after that time) owned by the 
taxpayer at that time and held by it in re- 
spect of money received by it in trust for in- 
vestment subject to a guarantee by it in re- 
spect of the repayment of the principal or the 
payment of interest, or both, and each 
amount due and unpaid as or on account of 
interest payable in respect of such bond or 
debenture to. the corporation, and 


(B) $2,000,000,000, and 


(ii) 1% of the amount, if any, by which the aggregate 
referred to in clause (1)(A) exceeds the amount re- 
ferred to in clause (i)(B); and — 


(b) the amount, if any, deducted under this subsection as 
a reserve in computing the taxpayer’s income for the im- 
mediately preceding taxation year plus '4 of the amount 
determined under paragraph (a); 


but no deduction may be made under this subsection as a re- 
serve in respect of loans made on the security of a mortgage 
or hypothec under the National Housing Act or any of the 
Housing Acts as defined in section 2 of the Canada Mortgage 
and Housing Corporation Act or in respect of a debt deducted 
as a bad debt under paragraph 20(1)(p) in computing the tax- 
payer’s income for the year or a preceding taxation year. 


(2) Reserve to be included — There shall be included as 
income of a taxpayer for a taxation year from a business de- 
scribed in subsection (1), the amount deducted under that 
subsection as a reserve in computing his income therefrom 
for the immediately preceding year. 


(3) Amortized cost of an obligation — In this section, “am- 
ortized cost” of a bond, debenture, mortgage, hypothec or 
agreement for sale at any time means the amount, if any, by 
which the aggregate of 


(a) the cost to the taxpayer of acquiring the bond, deben- 
ture, mortgage, hypothec or agreement for sale, and 


(b) the portion of the amount, if any, by which 


(i) the principal amount of the bond, debenture, 
mortgage, hypothec or agreement for sale at the time 
it was acquired by the taxpayer 


exceeds 
(ii) the cost thereof to the taxpayer of acquiring it 


that was included in computing the taxpayer’s income for 
any taxation year ending at or before that time, 
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exceeds the aggregate of 
(c) the portion of the amount, if any, by which 


(i) the cost to the taxpayer of acquiring the bond, de- 
benture, mortgage, hypothec or agreement for sale, 


exceeds 


(ii) the principal amount thereof at the time it was 
acquired by the taxpayer 


that was deducted in computing the taxpayer’s income 
for any taxation year ending at or before that time, and 


(d) the aggregate of all amounts that, before that time, the 
taxpayer became entitled to receive as or on account or in 
lieu of payment of or. in satisfaction of the principal 
amount of the bond, debenture, mortgage, hypothec or 
agreement for sale. 


All that portion of subsec. 33(1) following para. (b) substituted by 
1987, c. 46, s. 9, to add “or in respect of a debt deducted as a bad 
debt under paragraph 20(1)(p) in computing the taxpayer’s income 
for the year or a preceding taxation year’, applicable to taxation 
years ending after January 15, 1987. 

Para. 33(1)(a) substituted by 1974-75-76, c. 26, subsec. 12(1), appli- 
cable to 1974 et seg. Para. 33(1)(a) formerly read: 


(a) 1'2% of the aggregate of 


(i) each amount outstanding at the end of the year as or 
on account of the principal amount of loans made by the 
taxpayer on the security of a mortgage, hypothec or 
agreement of sale of real property, or as or on account of 
the principal amount of any such mortgage, hypothec or 
agreement of sale purchased by him, 


(11) each amount due and unpaid at the end of the year as 

or on account of interest payable to the taxpayer under-a 

mortgage, hypothec or agreement of sale of real property, 
and ie 
(iii) each amount that has been taken into account in 
computing the income of the taxpayer for the year as or 
on account of the value of real property of the taxpayer 
that was included in the inventory of the taxpayer at the 
end of the year and that was acquired, by foreclosure or 
otherwise, after default made under a mortgage, hypothec 
or agreement of sale of real property (otherwise than as 
or on account of the value of real property in’respect of 
which any amount for the year has been included under 
subparagraph (i) or (ii)); and 


Subsec. 33(3) added by 1974-75-76, c. 26, subsec. 12(2), applicable 
to 1974 et seq. 


33.1 (1) International banking centres — defi- 
nitions — In this section, 


“eligible deposit’, at any particular time, means a 
debt owing at the particular time by a taxpayer that is 
a prescribed financial institution as or on account of 
an amount deposited with the taxpayer by | 


(a) a non-resident person with whom the taxpayer 
is dealing at arm’s length at the particular time, 
where | 


(i) at the particular time, the deposit is ‘re- 
corded in the books of account of an interna- 
~ tional banking centre business of the taxpayer, 


(11) at the particular time, the taxpayer is not 
obligated, either immediately or in the future 
and either absolutely or contingently, to repay 
‘any portion of the debt to a person other than 
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a non-resident person, and 


(iii) before the deposit was recorded in the 
books of account ‘of the international banking 
centre business, the taxpayer made reasonable 

. inquiries. and-had;no reasonable cause to be- 

_ lieve that any.-portion of.the.amount,was de- 
_ posited. on. behalf of, for the benefit of or as a 
condition of any,-transaction. with, .a person 
(other than a non-resident person with whom 
the taxpayer was dealing at arm’s length), or 


(b) another prescribed financial institution with 
‘whom the taxpayer is dealing at arm’s length at 
the particular time, where 


(i) at or before the time at which the deposit 
was made, the prescribed financial institution 
provided written notice to the taxpayer that 
the deposit was being made from deposits re- 
cordéd in the books of account of an interna- 
tional banking centre business of that pre- 
scribed financial institution, and 


(4i) a reasonable rate of interest is paid or pay- 
able by the taxpayer in respect of the deposit; 


Related Provisions: ee — Non-resident withholding 
tax — exemption. | | 


History: Subpara: (a)(iii) of the definition“ ‘eligible deposit” in sub- 
sec. 33.1(1) amended by 1994, c::7, Sch Il (1991, c. 49), subsec. 
20(1), to substitute “(other than a non-resident person with whom 
the taxpayer was dealing at arm’s length)” for “other than a non- 
resident person”, applicable to deposits first recorded in the books 
of account of an international banking centre business after July 13, 
1990. 


Regulations: 7900 (prescribed financial institution). 


“eligible loan”, at any particular time, means 


(a) a loan or deposit (in this paragraph referred to 
as a “loan’) made bya taxpayer that is a pre- 
scribed financial institution to a non-resident per- 
son (in this, paragraph: referred to as the “bor- 
rower’) with whom the taxpayer is dealing at 
arm’s length at the particular time, where , 


(i) at the particular time, neither a person 
other than a non-resident person nor a person 
with whom. the taxpayer is not dealing at 
arm’s length is obligated to the taxpayer, ei- 
ther immediately or in the future and. either 
absolutely or contingently, to pay to the tax- 
payer any amount in respect of the loan, 


(ii) the loan was recorded in the books of ac- 
count of an international banking centre busi- 
ness of the taxpayer throughout the period 
commencing with the later of 


(A) the time at which the loan was made, 
and 


(B) the earliest of 


(I) the time. at which the loan was first 
recorded in the books of account of a 
branch or office of the taxpayer located 
in Canada, 
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(II) the end: of the first taxation year in 
respect of which the taxpayer has made 
any desisomagn under subsection (3), 
and 


(IIL) the end ie: 1992 | 
and ending at the particular time, 


(111) in the case of a loan made before the end 
of the first taxation year in respect of which 
the taxpayer has made any designation under 
subsection (3) (other than a loan recorded in 
the books of account of an international bank- 
ing centre business of the taxpayer at the time 
at which the loan was made) or a loan made to 
a foreign bank, the taxpayer made reasonable 
inquiries before the loan was recorded in the 
. books: of account of the international banking 
centre business and had no reasonable cause 
to believe that the borrower had used or would 
use any proceeds of the loan, directly or indi- 
rectly, for the, purpose of 


MA) earning income in Canada, or 


(B) making a loan to. a person other than a 
non-resident person, and 


(iv) in the case of any other loan, the taxpayer, 
before the loan was’ recorded in the books of 
account of the nferiagohal banking centre 
business, . 


(A) obtained a statement signed by or on 
behalf of the borrower that the borrower 
would not use any proceeds of the loan, di- 
rectly or indirectly, for a purpose described 
in subparagraph (iii), and 
(B) had no reasonable cause to believe that 
the borrower would use any proceeds of 
the loan, directly or indirectly, for a pur- 
pose described in subparagraph (111), 
(b) a loan acquired by a taxpayer that is a pre- 
scribed financial institution from. a foreign bank 
with which the taxpayer is not. dealing at arm’s 
length at the time the loan was acquired, where 
the conditions described in subparagraphs (a)(1) 
to (iii) are met at. the particular time, or 
(c) a deposit made by a taxpayer that is a pre- 
scribed financial institution with another pre- 
-seribed. financial institution with whom the tax- 
payer is dealing at arm’s length at the particular 
time where, at or before the time at which the de- 
posit was made, the taxpayer. provided written 
notice, to the prescribed financial institution. that 
the deposit was being made from deposits. re- 
corded in the books of account of an international 
banking centre business of the taxpayer; 
Regulations: 7900 (prescribed financial institution). 


“foreign bank” has the meaning that would be as- 
signed by the definition “foreign bank” in subsection 
2(1) of the Bank Act if that definition were read 
without reference to paragraph (g) thereof; 
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‘non-resident person” at any time, with respect to a 
taxpayer, includes a person that the taxpayer, based 
on reasonable inquiries, believes at that time to be a 
person not resident in Canada. 


(2) Interpretation — For the purposes of this sec- 
tion, 


(a) a partnership shall be deemed to be a person; 


(b) where a member of a partnership and a person 
do not deal with each other at arm’s length, the 
partnership and the person shall be deemed not to 
deal with each other at arm’s length; 


(c) a partnership is a non-resident person only 
where all of its members are non-resident per- 
sons; and 


(d) a deposit made by or to a non-resident person 
or a loan made to a non-resident person does not 
include a deposit made by or to, or a loan made 
to, as the case may be, a fixed place of business 
in Canada of the non-resident person. 


(3) Designation and exemption — Where a tax- 
payer that was, throughout a taxation year, a pre- 
scribed financial institution has designated in respect 
of the year, by filing a prescribed form with the Min- 
ister on or before the day that is 90 days after the 
commencement of the year, a branch or office of the 
taxpayer in the metropolitan area of Montreal in the 
Province of Quebec or in the metropolitan area of 
Vancouver in the Province of British Columbia as a 
branch or office in which an international banking 
centre business of the taxpayer is to be carried on 
and has not revoked that designation by filing a pre- 
scribed form with the Minister on or before that day, 
in computing the income of the taxpayer for the year 
no amount shall be added or deducted in respect of 
the taxpayer’s income or loss, as the case may be, for 
the year from the international banking centre 
business. 

Related Provisions: 33.1(5) — Restriction; 33.1(6) — Election; 
33.1(7) — Election restriction; 33.1(12) — Return; 87(2)G.8) — 
Amalgamations — continuing corporation. 


Regulations: 7900 (prescribed financial institution). 


Forms: T781: Designation as an international banking centre; 
T781-C: Reyocation of designation as an international banking 
centre. 


(4) Income or loss_from an international 
banking centre business — Subject to subsec- 
tion (5), the amount of a taxpayer’s income or loss, 
as the case may be, for a taxation year from an inter- 
national banking centre business shall be determined 
on the assumption that 


(a) the international banking centre business was 
a separate business carried on by the taxpayer the 
only income or loss of which was derived from 
eligible loans for the period in the year during 
which they were recorded in the books of account 
of the business; and | 


(b) the only amount payable for the year by the 
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taxpayer in respect of interest on money bor- 
rowed for the purpose of earning income from the 
business was equal to the total of 


(i) the total of all amounts each of which is the 
interest payable by the taxpayer in respect of 
an eligible deposit for the period in the year 
during which it was recorded in the books of 
account of the business, and 


(ii) the amount equal to that proportion of 


(A) the total of all amounts each of which 
is the amount determined in respect of a 
day in the year equal to the amount, if any, 
by which 


(I) 96% of the total of all amounts each 
of which is the amount outstanding on 
account of the principal amount of an 
eligible loan recorded in the books of 
account of the business at the end of the 
day 


exceeds 


(iI) the total of all amounts each of 
which is the amount outstanding on ac- 
count of the principal amount of an eli- 
gible deposit recorded in the books of 
account of the business at the end of the 
day et 

that . 


(B) the total determined under subpara- 
graph (1) 
is of 

(C) the total of all amounts each of which 

is the amount outstanding on account of 

the principal amount of an eligible deposit 

recorded in the books of account of the 

business at the end of a day in the year. 
Related Provisions: 33.1(6) — Election; 33.1(10) — No deduc- 


tion permitted; 33.1(11) — Rules clarifying application of provi- 
sion; 87(2)(j.8) — Amalgamations — continuing corporation. 


(5) Restriction — A taxpayer’s income for a taxa- 
tion year from an international banking centre busi- 
ness shall not exceed that proportion of such income 
determined in accordance with subsection (4) that 


(a) the total of all amounts each of which is an 
amount determined in respect of a day in the year 
equal to the lesser of 


(i) 96% of the total of all amounts. each of 
which is the amount outstanding on account 
of the principal amount of an eligible loan re- 
corded in the books of account of the business 
at the end of the day, and 


(ii) the total of all amounts each of which is 
the amount outstanding on account of the 
principal amount of an eligible deposit re- 
corded in the books of account of the business 
at the end of the day 
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is of 
(b) 96% of the total of all amounts each of which 
is the amount outstanding on account of the prin- 
cipal amount of an eligible loan recorded in the 
_books of account of the business at the end of a 
day in the year. , | 
Related Provisions: 33.1(6) — Election. 


(6) Election — For the purposes of ‘subsections.(4) 
and (5), where a taxpayer so elects in the taxpayer’s 
return of income for a taxation year or in‘a pre- 
scribed form filed with the Minister within 90 days 
after the day of mailing of a notice of assessment for 
the year or a notification that-no tax is payable: for 
the year, an eligible deposit recorded in the books of 
account of an international banking centre business 
of the taxpayer at the end of a day in the year shall 
be deemed not to have been recorded at any time in 
the day in the books of account of that business and 
shall be deemed to have been recorded throughout 
that day in the books of account of another interna- 
tional banking centre business of the taxpayer desig- 
nated by the taxpayer in the election. 


Related Provisions: 33.1(7) — Election restriction. 


Forms: T781-B: Election re deemed transfers of eligible deposits 
between international banking centres. 


(7) Election restriction — A. taxpayer may elect; 
as provided in subsection (6), only in respect of eli- 
gible deposits recorded in the books of account of an 
international banking centre business at the end.of a 
day to the extent that the total of those deposits ex- 
ceeds 96% of the total of all amounts outstanding on 
account of the principal amounts of eligible loans re- 
corded in the books of account of the business at the 
end of the day. 

History: Subsec. 33.1(7) amended by 1994, c..7, Sch. II 1 (1991, ©: 


49), subsec. 20(2), to substitute “96% of the total” for “the total”, 
applicable to taxation years commencing after December 17, 1987. 


(8) Limitation — In computing the income of a tax- 
payer for a taxation year, an amount paid or payable 
by the taxpayer on.a deposit for the period in the 
year during which,it. was an eligible deposit shall, 
notwithstanding any other provision of this Act, be 
deductible only. in computing the income or loss of 
the taxpayer from an international banking centre 
business. 


(9) Exception — Where less than 90% of the reve- 
nue of a taxpayer for a taxation year from loans or 
deposits for the period in the year during which they 
were recorded in the books of account of an interna- 
tional banking centre business was derived from eli- 
gible loans in respect of which employees of the tax- 
payer actively participated in the solicitation, 

negotiation, analysis or management thereof while 
employed at a branch or office designated under sub- 
section (3) as a branch or office in which an interna- 
tional banking centre business of the taxpayer is to 
be carried on, the amount, if any, of the taxpayer’s 
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income for the year from the international banking. 
centre business shall, notwithstanding subsection (3), 
be included in computing the MED ayey s. income. for 
the year. 


(10) No deduction permitted — Notwithstanding 
any other provision of this Act, in computing the in- 
come of a taxpayer no deduction shall be made in 
respect of any amount paid or payable in respect of 
indebtedness of the taxpayer to any person where, 
under an arrangement of which the taxpayer was 


_ aware or ought to have been aware at the time the 


indebtedness was incurred by the taxpayer, any por- 
tion of the indebtedness may reasonably be regarded 
as having been provided directly or indirectly from 
proceeds of a loan recorded in the-books of account 
of an international banking centre business of a pre- 
scribed financial institution and any person has, in 
respect of that loan, signed’ a statement described in 
subparagraph (a)(iv) of the definition “eligible loan” 
in subsection (1). yervisss 


Regulations: 7900 (prescribed financial institution). 
(11) Application — For greater certainty, 


(a) where at any time a loan or deposit of a tax- 
payer ceases to be an eligible loan otherwise than 

iby virtue ‘of its disposition to another person, the 
taxpayer shall be deemed to have disposed of the 
loan; or deposit in the course of carrying on an 

“international banking centre business and to have 
received proceeds of disposition therefor equal to 
the fair market value of the loan or deposit at that 
time and to have reacquired the loan or deposit 
immediately after that time at a cost equal to its 
fair market value at that time; 


(b) a taxpayer’s loss for a taxation year from an 
international banking centre business shall not be 
included in determining the taxpayer’s non-capi- 
tal loss for the year; and 


(c) the amount, if any; by which 


(i) the amount that would be a taxpayer’s in- 
come for a taxation year from an international 
banking centre business if this section were 
read without reference to subsection (5) 


exceeds 


(ii) the taxpayer’s income for the year from 
the international banking centre business 


shall be added in computing the income of the 
taxpayer for the year. 


Related Provisions: 54“superficial' loss”(c) — Superficial loss 
rule, does not apply. 


(12) Return — Every taxpayer that has, in respect 
of a taxation year, designated a branch or office 
under subsection (3) as a branch. or office in which 
an international banking centre business of the tax- 
payer is to be carried on shall, within six months af- 
ter the end of the year, file with the Minister a return 
in prescribed form containing © prescribed 
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information. 
Forms: T781-A: International banking centre information return. 


Pre-RSC History [s. 33.1]: S. 33.1 added by 1987, c. 46; s- 10, 
applicable with respect to taxation years commencing after Decem- 
ber 17, 1987. 

Definitions [s. 33.1]: 
251(1); “assessment”; “borrowed money”, — 248 (1); 
“carrying on business” — 253; “eligible deposit”, “eligible loan” — 
33:1(1); “employed” — 248(1); “foreign bank” — 33.1(1); “Minis- 
ter’ — 248(1); “non-capital loss?” — 111(8), 248(1); “non-tresi- 
dent” — 33.1(1), 248(1); “office”, “person”, “prescribed”, “‘princi- 
pal amount” — 248(1); “person” — 33.1(2), 248(1); “resident. in 
Canada” — 250; “taxation year” — 249; “ 


“amount” — 248(1); 
»*, “business” 
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“arm’s length” — 


34, Professional business — In computing the 
income of a taxpayer for a taxation year from a busi- 
ness that is the professional practice of an account- 
ant, dentist, lawyer, medical doctor, veterinarian or 
chiropractor, the following rules apply: 


(a) where the taxpayer so elects in the taxpayer’s 
return of income under this Part for the year, 
there shall not be included any amount.in respect 
of work in progress at the end of the year; and 


(b) where the taxpayer has made an election 
under this section, paragraph (a) shall apply in 
computing the taxpayer’s income from the busi- 
ness for all subsequent taxation years unless the 
‘taxpayer, with the concurrence of the Minister 
and on such terms and conditions as are specified 
by the Minister, revokes the election to have that 
paragraph apply. 
Related Provisions: 10(4)(a) — Valuation of work in progress; 
10(5)(a) — Work in progress deemed to be inventory; 23(3) — Ref- 
erence to property included in inventory; 34.2(2)(b) — Election 
deemed to have been made. for purposes of 1995 stub period in- 
come; 96(3) — Election by members of partnership. 


Pre-RSC History: S. 34 substituted by 1985, c. 45, subsec. 13(1), 
applicable to 1985 et seg. S. 34 formerly read: 


34. (1) Professional business — In computing the income 
of a taxpayer for a taxation year from a business that is the 
professional practice of an accountant, dentist, lawyer, medi- 
cal doctor, veterinarian or chiropractor, the following rules 
apply: 

(a) paragraph 12(1)(b) is not applicable; 


(b) every amount that.becomes receivable by him in the 
year in respect of property sold or services rendered in 
the course of the business shall be included; 


(c) for the purposes of paragraph (b), an amount shall be 
deemed to have become receivable in respect of services 
rendered in the course of the business on the day that is 
the earliest of 


(i) the day upon which the account in respect of the 
services was rendered, 


(ii) the day upon which the account in respect of 
those services would have been rendered had. there. 
been no undue delay in rendering the account in re-" 
spect of the services, and 


(ili) the day upon which the taxpayer was- paid ‘for * 
the services; and 


(d) where the taxpayer so elects in his return of income 
under this Part for the year, no amount shall be included 
in respect of work in progress at the end of the taxation 
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year, except as otherwise provided by this section. 


(2) Application of para. (1)(d) where election made — 
Where a taxpayer has elected that paragraph (1)(d) be appli- 
cable in computing his income for a taxation year from a bus- 
iness that is the professional practice of an accountant, den- 
tist, lawyer, medical doctor, veterinarian or chiropractor, that 
paragraph shall apply in computing his income from the busi- 
ness for all subsequent taxation years unless the taxpayer, 
with the concurrence of the Minister and upon such terms and 
.conditions as are specified by the Minister, revokes his elec- 
tion to have that paragraph apply. 

All that portion of subsec. 34(1) preceding para. (a) substituted by 

1980-8 1-82-83, .c...140, subsec. 16(1), applicable with respect to 

1983 et. seg. That portion formerly read: 


34. (1) In computing the income of a taxpayer for a taxation: 
year from a business that is a Pees a the following rules 
apply: 

Subsec. 34(2) substituted by 1980-81-82-83, c. 140, subsec. 16(2), 

applicable with respect to 1983 et seq. Subsec. 34(2) formerly read: 
(2) Where a taxpayer has elected that paragraph (1)(d) be ap- 
plicable in computing his income for a taxation year from a 
business that is a profession, that paragraph shall apply in 
computing his income from the business for all subsequent 
taxation years unless the taxpayer, with the concurrence of 
the Minister and upon such terms and conditions as are speci- 
fied by the Minister, revokes his election to have that para- 
graph apply. 

Para. 34(1)(a) substituted by 1973-74, c. 14, s. 8, applicable to 1972 

et seq. 

Definitions [s. 34]: “amount”, “business” — 248(1); “lawyer” — 

232¢1), 248(1); “Minister”, “property” —248(1); “taxation 

year’. — 11(2), 249; “taxpayer” — 248(1). 

1.T. Application Rules [s. 34]: 233)-(5) (where business. carried 

on since before 1972). 


Interpretation Bulletins [s. 34]: IT-188R: Sale of accounts re- 
ceivable; IT-189R2: Corporations used by. practising members: of 
professions; IT-212R3: Income of deceased persons — rights or 
things; IT-278R2: Death of a partner or of a retired partner; IT- 
457R: Election by professionals to exclude work in progress from 
income; IT-471R: Merger of partnerships. 


Forms [s. 34]: T2032: Statement of professional activities. 


34.1. (1) Additional business income [off- 
calendar fiscal period] — Where. 


(a) an individual (other than a testamentary trust) 
carries on a business in a taxation year, 


(b) a fiscal period of the business begins in the 
year and ends after the end of the year (in this 
subsection referred to as the “particular period”), 
and 


(c) the individual has elected under subsection 
249.1(4) in respect of the business and the elec- 
‘tion has not been revoked, 


there shall be included in computing the individual’s 
income for the year from the business, the amount 
determined by the formula 


. <6 
(& moses 


where ) 
A is the total of the individual’s income from the 


234 


Subdiv. b — Business or Property 


business for the fiscal periods of the business that 
end in the year, 


Bis the lesser of 


(i) the total of all amounts each of which is an 

amount included in the value of A in respect 

of the business and that is deemed to be a tax- 

able capital gain for the purpose of section 
~ 110.6, and 


(ii) the total of all amounts deducted under 
section 110.6.in computing the. individual’s 
taxable income for the year, 


C is the number of days on which the individual 
carries on the business that are both in the year 
and in the particular period, and 


D is the number of days on which the individual 
carries on the business that are in fiscal periods of 
the business that end in the year. 

Related Provisions: 11(1)— Determination of income from fis- 

cal period of proprietor; 34.1(3).— Offsetting deduction in. follow- 

ing year; 34.1(4) — Effect on 1995 stub period; 34.1(7),— Maxi- 
mum December 31, 1995 income; 34.1(8) —No additional 

inclusion on death, bankruptcy. or cease of business; 96(1.1), 

(1.6) — Allocation of share of income to retiring partner; 257 — 

Formula cannot calculate to less than zero. 


(2) Additional income election — Where 
(a) an individual (other than a testamentary trust) 


begins carrying on a business in a taxation year | 


and not earlier than the beginning of the first fis- 


cal period of the business that begins in the year : 


and ends after the end of the year (in this subsec- 
tion referred to as the “particular period”), and 


- (b) the individual has elected under subsection 
249.1(4) in respect of the business and the elec- 
tion has not been revoked, 


there shall be included in computing the individual’s 
income for the year from the business the lesser of 


(c) the amount designated in the individual’s re- 
turn of income for the year, and 


(d) the amount determined by the formula 


C 
Cea eat 


where 


A is the individual’s income from the business 
for the particular period, 


Bis the lesser of 


(i) the total of all amounts each of which is 
an amount included in the value of A in re- 
spect of the business and that is deemed to 
be a taxable capital gain for the purpose of 
section 110.6, and 


(ii) the total of all amounts deducted under 
section 110.6 in computing the individ- 
ual’s taxable income for the taxation year 
that includes the end of..the. particular 
period, 


S. 34.1(5)(a) 


C is the number of days on which the individual 
carries on the business that are both in the 
year and in the particular period, and 

D_ is the number.of days on which the individual 
carries on the business that are in the. particu- 
lar period. fy ak 


Related Provisions: 34.1(3) — Offsetting dedaetiotia in following 


' year; 34.1(5) — Effect on 1995 stub period; 34.1(6) — Deemed De- 


cember 31, 1995 income; 34.1(8)— No additional inclusion on 
death, bankruptcy or cease of business; 96(1.1), (1.6) — Allocation 
of share of income to retiring partner; 257 — Formula cannot calcu- 


late to less than. zero. 


(3) Deduction — There shall be deducted in com- 
puting an individual’s income for a taxation year 
from a business the amount, if any, included under 
subsection (1) or (2) in computing the individual’s 
income for the preceding taxation year ah the 
business. : 


_ (4) Deemed December 31, 1995 income — For 


the purpose of section 34.2, where — 


(a) at the end of 1994 an individual carried on a 
particular business. no fiscal-period of which en- 
ded at that time, and 


(b) an amount is, included under subsection (1) in 
computing the individual’s income for the 1995 
taxation year in respect of .. 


(i) the particular business, ‘or 


(ii) another business that would, if subsection 
34.2(3) applied for the purpose of this subpar- 
agraph, be included in the particular business, 


| subject to subsection (7), the December 31, 1995 in- 


come of the individual in respect. of the particular 
business or the other business, as the case may be, is 
deemed to be the amount that would have been so 
included if the descriptions of A and B in subsection 
(1) were read as follows: 


“Ais the total of the individual’s income from 
the business for the fiscal periods of the bus- 
iness that end in the year (determined as if 
paragraphs 34.2(2)(a) to (d) applied in com- 
puting that income), 


B is the lesser of 


(i) the total of all amounts each of which 

‘is an amount included in the value of A 
in respect of the business and that is 
deemed to be a taxable capital gain for 
the purpose of section 110.6, and 


(ii) the total of the maximum amounts 
deductible under section 110.6 in com- 
puting the individual’s taxable income 
for the year,”’. 


(5) Deemed December 31, 1995 income — For 
the purpose of section 34.2, where 


(a) at the end of 1994 an individual carried ona 
particular business no fiscal period of which en- 
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ded at that time, and 


(b) an amount is included under subsection (2) in 
computing the individual’s income for the 1995 
taxation year in respect of another business that 
would, if subsection 34.2(3) applied for the pur- 
pose of this paragraph, be included in the aap 
lar business, 


the December 31, 1995 income of the individual in 
respect of the other business is deemed to be the 
amount that would have been so included if the de- 
scriptions of A and B in paragraph (2)(d) were read 
as follows: 


“A is the individual’s income from the tecteem 
for the particular period (determined as if 
paragraphs 34,2(2)(a) to (d) appiedd in:com- 
puting that income), 


Bis the lesser of 


(i) the total of all amounts each of which 
is an amount included in the value of A 
in respect of the business and that is 
deemed to be a taxable capital gain for 
the purpose of section 110.6, and 


(ii) the total of the maximum amounts 
deductible under section 110.6 in com- 
puting the individual’s taxable income 
for the taxation year that includes the end 
of the particular period,”. 


(6) Deemed December 31, 1995 income — For 
the purpose of section 34.2, where 


(a) at the end of 1995 an individual carries on a 
business as a member of a partnership no fiscal 
period of which ended at the end of 1994, 


(b) the business was carried on by a professional 
corporation as a member of the partnership at the 
end of 1994, 


(c) the professional corporation transferred its in- 
terest in the partnership to the individual before 
the end of 1995, 


(d) the individual is a practising conte of the 
professional body under the authority of which 
the professional corporation practised . the 
profession, 


(e) the individual was a specified shareholder of 
the professional corporation immediately before 
the transfer, 


(f) the professional corporation does not have a 
share of the income or loss of the partnership for 
the first fiscal period of the partnership that ends 
after the end of 1995, and 


(g) an amount is included under subsection (2) in 
computing the individual’s income for the 1995 
taxation year in respect of the business, 


the December 31, 1995 income of the individual in 
respect of the business is deemed to be the amount 
that would have been so included if the descriptions 
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of A and B in paragraph (2)(d) were read as follows: 


“A is the individual’s income from the business 
for the particular period (determined as if’ 
paragraphs 34.2(2)(a) to (d) applied in com- 
puting that income), 


B is the lesser of* 


(1) the total of all amounts each of which 
is an amount included in the value of A 
in respect of the business and that is 
deemed to be a taxable capital gain for 
the purpose of section 110.6, and 


(ii) the total of the maximum amounts 
deductible under section 110.6 in com- 
puting the individual’s taxable income 
for the taxation year that includes the end 
of the particular: period,”’ 


and, for the purpose of computing the values of C 
and D in paragraph (2)(d), the individual is deemed 
to carry on the business on the days on which the 
corporation carried on the business. 


(7) Maximum December 31, 1995 income — 
Where an amount was included under subsection (1) 
in computing an individual’s income for the 1995 
taxation year froma business and ° . 


~ (a) the individual’s December 31, 1995 income 
otherwise determined under subsection (4) in re- 


spect of the business for the purpose of section 
34.2 


exceeds 


(b) the amount that would be described under 
paragraph (a) if the descriptions of A, B and D in 
subsection (1) were read as follows: 


“Ais the. individual’s income from. the busi- 
ness for the particular period (determined 
as if paragraphs 34.2(2)(a) to (d) applied 
in computing that income), 


B is the lesser of 


(i) the total of all amounts each of 
which is an amount included in the 
value of A in respect of the business 
and that is deemed to be a taxable 
capital gain for the purpose of section 
110.6, and 


(ii) the total of the maximum amounts 
deductible under section 110.6 in 
computing the individual’s taxable in- 
come for the taxation year that in- 
cludes the end of the particular 
period, 


D is the number of days on which the indi- 
vidual carries. on. the business that are in 
the particular period.” 


for the purpose of applying subsection 34.2(4) to the 
1996 and subsequent taxation years, the December 
31, 1995 income of the individual in respect of the 
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business is deemed to be the amount determined 
under paragraph (b). 


(8) No additional income inclusion — Subsec- 
tions (1) and (2) do not apply in computing an indi- 
vidual’s income for a taxation year from a business 
where ! 


(a) the individual dies or otherwise ceases to 
carry on the business in the year; or | 


__ (b) the individual becomes a bankrupt in the cal- 
endar year in which the taxation year ends. 
History:.S. 34.1 added by 1996, c. 21, s. 8, applicable after. 1994. 
Definitions [s. 34.1]: “amount”, “business” —248(1); ‘““Decem- 
ber 31, 1995 income” — 34.1(4)-(7), 34.2(1); “fiscal period” — 
249.1; “individual” — 248(1); “particular period” — 34.1(1)(b), 
34.1(2)(a). hein 


34.2 [1995 stub period reserve] — (1) Defini- 
tions — The definitions in this subsection apply in 
this section. 


‘December 31, 1995 income” in respect of-a busi- 
ness carried on by a taxpayer means s the amount de- 
tereuined by the formula | 


~ tn B-C+D)xE 
where 


A is the total of all amounts each of which is the 
taxpayer’s income from the business for a quali- 
fying fiscal period, 

B is the total of all amounts each of which is the 
taxpayer’s loss from the business for a qualifying 

. fiscal period, 


C is the lesser of 


(a) the total of all amounts each of which is an 
amount included in computing the taxpayer’s 
income or loss from the business for a qualify- 
ing fiscal period and that is deemed to be a 
taxable capital gain for the purpose of section 
110.6, and 


(b) the total of the maximum amounts deduct- 
ible under section 110.6 in computing the tax- 
payer’s taxable income for the taxation year in 
which the qualifying fiscal periods end, 


(a) where the taxpayer is a professional corpo- 
ration, the total salary or wages deductible in 
computing the value of A or B in respect of 
the business that is payable by the corporation 
to an individual | 
(i) who is a practising member of the pro- 
fessional body under the authority of 
which the corporation practised the profes- 
sion, and 


(ii) who is a specified shareholder of the 
corporation, and 


(b) in any other case, nil, and 


S. 34.2(1). qua 


(a) where the taxpayer is a professional corpo- 
ration a taxation year of which ended at the 
end of 1995 because of the application of par- 
 agraph 249.1(1)(b), the amount determined by 
the formula 
F-G 


F 
where 


F is the number of days in all reais fis- 
cal periods of the business, and 


G is the number of days in the year, and 
(b) in any other case, 1. 


Related Provisions: 34.1(7) — Maximum December 31, 1995 
income where additional amount included under 34.1(1); 34.2(2) — 
Maximum reserves and allowances deemed claimed for qualifying 
fiscal period; 96(1.1), (1.6) — Allocation of share of income to re- 
tiring partner; 257 — Formulas cannot calculate to less than zero. 


“qualifying fiscal period” of a business of a tax- 
payer means 


(a) where at the end of 1994 the taxpayer carried 
on the business and no fiscal period of the busi- 
ness ended at that time, a fiscal period of the bus- 
iness that 


(1) begins after the beginning of the taxpayer’s 
taxation year that includes the end of 1995, 
and 


(ii) ends 


(A) at the end of 1995 because. of the: ap- 
plication of paragraph 249.1(1)(b) or be- 
cause of the application of section’ 25 and 
paragraph 249.1(1)(b), or 


(B) immediately before the end of 1995 
because of the application of subsection 
99(2) and paragraph 249.1(1)(b), 


(b) a fiscal period of the business that ends at the 
end of 1995 because of the application of para- 
graph 249.1(1)(b) where 


(1) the taxpayer is an individual who carries on 
the business as a member of a-partnership at 
the end of 1995, 


(ii) the individual acquired the individual’s in- 
terest in the partnership in 1995 from a profes- 
sional corporation, 


(iii) the professional corporation carried on 
the business at the end of 1994 as a member 
of the partnership and does not have a share of 
the income or loss of the partnership for the 
fiscal period, 


(iv) the individual is a practising member of 
the professional body under the authority of 
which the professional corporation practised 
the profession, and 


(v) the individual was a specified shareholder 
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of the professional corporation immediately 
before acquiring the interest, and 


(c) where 


(i) the taxpayer is a professional corporation 
that has a taxation year that ends at the end of 
1995 because of the application of paragraph 
249.1(1)(b), and 


(ii) at the end of 1994 the business was carried 
on by the professional corporation as a mem- 
ber of a partnership, or by an individual 


(A) who transferred an interest in the part- 
nership to the professional corporation 
before the end of 1995, . 


(B) who is a practising member of the pro- 
fessional body under the authority of 
which the professional corporation prac- 
tises the profession, 


(C) who was a specified shareholder ‘of the 
professional corporation ge ges after 
the transfer, and 


(D) who does not have a Siiive of the in- 

come or loss of the partnership for the first 

fiscal period. of the partnership that ends in 
1'O95, 


a fiscal period of the business that ends in that 
taxation year. 


“specified percentage” of a taxpayer for a particular 
taxation year in respect of a business means 


(a) where the first taxation year in which a quali- 
fying fiscal period of the business ends is 1995, 
or subsection 34.1(4), (5) or (6) applies in respect 
of the business, and the particular year ends in 


(i) 1995, 95%, 

(ii) 1996, 85%, 

(ii) 1997, 75%, 

(iv) 1998, 65%, 

(v) 1999, 55%, 

(vi) 2000, 45%, 

(vii) 2001, 35%, 

(viii) 2002, 25%, 

(ix) 2003, 15%, and 

(x) any other year; 0%, and 


(b) where the first taxation year in which a quali- 
fying fiscal period of a business of the taxpayer 
ends is 1996 and the particular year ends in 


(i) 1996, 95%, 
(ii) 1997, 85%, 
(111) 1998, 75%, 
(iv) 1999, 65%, 
(v) 2000, 55%, 
(vi) 2001, 45%, 
(vii) 2002, 35%, 
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(viii) 2003, 25%, 
(ix) 2004, 15%, and 
(x) any other year, 0%. 


(2) Computation of December 31, 1995 in- 
come — For the purpose of the definition “Decem- 
ber 31, 1995 income” in subsection (1), a taxpayer’s 
income or loss from a business for a qualifying fiscal 
period shall be computed as if 


(a) this Act were read without reference to para- 
graph 28(1)(b); 
~ (b) the taxpayer had made the election referred to 
in paragraph 34(a) in respect of the business for 
the period; 
(c) the maximum amount deductible in respect of 
any reserve, allowance or other amount were de- 
. ducted; and . 


(d) the taxpayer had not received any taxable 
dividend. 


(3) Business defined — For the purposes of the 
definition “qualifying fiscal period” in subsection (1) 
and subparagraphs (6)(b)(i) and (c)(i), a reference to 
a particular business of a taxpayer includes another 
business substituted therefor, or for which the partic- 
ular business was substituted, by the taxpayer where 


(a) all or substantially all of the gross revenue of 
the particular business is derived from the sale, 
leasing, rental or development of properties or the 
rendering of services; and 


(b) all or substantially all of the gross revenue of 
the other business is derived from the sale, leas- 
ing, rental or development, as the case may be, of 
similar properties or the rendering of similar 
services. 


Related Provisions: 34. 2(7) — Anti- aroiteice rule re carrying 
on business. 


(4) Reserve — Subject to subsection (6), where a 
taxpayer carries on a business in a particular taxation 
year, there may be deducted in computing the tax- 
payer’s income for the year from the business, as a 
reserve in respect of December 31, 1995 income, 
such amount as the taxpayer claims not exceeding 
the least of 


(a) the specified percentage for the particular year 
of the taxpayer’s December 31, 1995 income in 
respect of the business; 


(b) where an amount was deductible under this 
subsection in computing the taxpayer’s income 
for a preceding taxation year from the business, 
the amount included under subsection (5) in com- 
puting the taxpayer’s income for the particular 
year fromthe business; and 


(c) the taxpayer’s income for the particular year 
computed before deducting any amount under 
this subsection in respect of the business or under 
any of paragraph 60(w), sections 61.2 to 61.4 and 
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subsection 80(17). 


Related Provisions: 18(12)(b) — Reserve ignored for purposes 
of home office limitations; 34.1(7) — Maximum December 31, 
1995 income where additional amount included under 34.1(1); 
34.2(3) — Similar business carried on; 34.2(5) — Reserve included 
in income the following year; 34.2(6) — No reserve on death, bank- 
ruptcy or cease of business; 53(2)(c)(i.4) — Reduction in ACB of 
passive partner’s partnership interest; 87(2)(j) — Amalgamations — 
continuing corporation; 96(1)(d) — Reserve ignored in determining 
income of partnership; 96(1.1), (1.6) — Allocation of share of in- 
come to retiring partner; 125(7)“specified partnership in- 
come” A(a)H — Reserve deducted from specified partnership in- 
come for CCPC that is member of partnership. 


(5) Reserve included in income — There shall 
be included in computing a taxpayer’s income for a 
taxation year from a business the amount deducted 
under subsection (4) in computing the taxpayer’s in- 
come therefrom for the preceding taxation year. 
Related Provisions: 87(2)(j) — Amalgamations — continuing 
corporation; 125(7)“specified partnership income” A(a)G — Re- 
serve included in specified partnership income for CCPC that is 
member of partnership. 


(6) No reserve — No deduction shall be made 
under subsection (4) in computing a taxpayer’s in- 
come for a taxation year from a business where 


(a) at the end of the year or at any time in the 
following taxation year, 


(i) the taxpayer’s income from the business is 
exempt from tax under this Part, or 


(ii) the taxpayer is non-resident and does not 
carry on the business through a permanent es- 
tablishment (as defined by regulation) in 
Canada; 


 (b) the taxpayer is a corporation and the year 
ends immediately before another taxation year 


(i) at the beginning of which the. business. is 
not carried on principally by the corporation 


nor by members of a partnership of which the 


corporation is a member, 


(11) in which the corporation becomes a bank- 
rupt, or 


(iii) in which the corporation is dissolved or 
wound up (other than in circumstances to 
which subsection 88(1) applies); or 


(c) the taxpayer is an individual, and 
(i) at the beginning of the year, the business is 
not carried on principally by the individual 
nor by members of a partnership of which the 
individual is a member, 


(ii) the individual dies or becomes a bankrupt 
in the calendar year in which the taxation year 
ends, or 

(iii) the individual is a trust that ceases to exist 
in the year. 


Related Provisions: 34.2(7) — Anti-avoidance rule re carrying 
on business; 96(1.6) — Members of partnership deemed to be carry- 
ing on business in Canada (except where 34.2(7) applies). 


Regulations: 8201 (permanent establishment). 


S. 35(1)(d) 


(7) Anti-avoidance rule — Where it is reasonable 


to conclude that one of the main reasons a person 
carries on a business or is a member of a partnership 
is to avoid the application of subparagraph (6)(b)(i) 
or (c)(i), the person is deemed not, to carry on the 
business, and not to be a member of the partnership, 
for the purposes of those. subparagraphs. 

[34.2] 

History: S. 34.2 added by 1996, c. 21, s. 8, applicable after 1994. 


Definitions [s. 34.2]: “amount”, “bankrupt” — 248(1); “busi- 
ness” —34.2(3), (7), 248(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “December 31, 1995 income” — 34.1(4)-(7), 
34.2(1); “fiscal period” — 249.1; “gross revenue” — 248(1); “in- 
come or loss from a business” — 34.2(2); “individual”, “non-resi- 
dent” — 248(1). 


35. (1) Prospectors and grubstakers — Where 
a share of the capital stock of a corporation 


(a) is received in a taxation year by an individual 
as consideration for the disposition by the indi- 
vidual to the corporation of a mining property or 
interest therein acquired by the individual as a re- 
sult of the individual’s efforts as a prospector, ei- 
ther alone or with others, or 


(b) is received in a taxation year 


(i) by a person who has, either under an ar- 
rangement with a prospector made before the 
prospecting, exploration or development work 
or as an employer of a prospector, advanced 
money for, or paid part or all of, the expenses 
of prospecting or exploring for minerals or of 
developing a property for minerals, and 


(11) as consideration for the disposition by the 
person referred to in subparagraph (i) to the 
corporation of a mining property or interest 
therein acquired under the arrangement under 
which that person made the advance or paid 
the expenses, or if the prospector was the per- 
son’s employee, ..acquired by the person 
through the employee’s efforts, 


the following rules apply: 


(c) notwithstanding any other provision of this 
Act, no amount in respect of the receipt of the 
share shall be included , 


(i) in computing the income for the year of the 
‘individual or person, as the case may be, ex- 
cept as provided in paragraph (d), or 

(11) in computing at any time the amount to be 
determined for F in the definition “cumulative 
Canadian development expense”’ in subsection 
66.2(5) in respect of the individual or person, 
as the case may be, 


(d) in the case of an individual or partnership 
(other than a partnership each member of which 
is a taxable Canadian corporation), an amount in 
respect of the receipt of the share equal to the 
lesser of its fair market value at the time of acqui- 
sition and its fair market value at the time of dis- 
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position or exchange of the share shall be in- 
cluded in computing the income of the individual 
or partnership, as the case may be, for the year in 
which the share is disposed of or exchanged, 


(e) notwithstanding subdivision c, in computing 
the cost to the individual, person or partnership, 
as the case may be, of the share, no amount shall 
be included in respect of the disposition of the 
mining property or the interest: therein, asthe 
case may be, 


(f) notwithstanding sections 66 and 66.2, in com- 
puting the cost to the corporation of the mining 
property or the interest therein, as the case may 
be, no amount shall be included in respect of the 
share, and 


(g) for the purpose of paragraph (d), an individual 
or partnership shall be deemed to have disposed 
of or exchanged shares that are identical proper- 
ties in the order in which they were acquired. 


Related Provisions: 35(2) — “prospector”; 81(1)(1) — Income 
exemption; 110(1)(d.2) — Deduction in,computing taxable income; 
110.6(19)(a)(4)(A)B — Election to trigger capital gains exemp- 
tion — no income inclusion; 248(12) — Identical properties. 


Pre-RSC History: Paras. 35(1)(c) to (e) amended and para. (g) 
added by 1986, c. 6, s. 14, applicable’ with respect to shares received 
after May 22, 1985. Paras. 35(1)(c) to (e) amended to add in sub- 
para. (c)(i) the words “except as provided in paragraph (d)”; to add 
a new para. (d); to renumber the former para. (d) as (e); to substitute 
in that para. “individual, person or partnership” for “individual or 
the person” and “disposition of the mining property or the interest 
therein” for “mining property or interest therein”; to renumber for- 
mer para. (e) as para. (f); and to substitute in that para. “sections 66 
and 66.2” for “section 66 or 66.2”.. 


Para. 35(1)(c) substituted by 1976-77, c. 4, s. 7, deemed to have 
been applicable at all times after May 6, 1974. Para. 35(1)(c) for- 
merly read: 


(c) notwithstanding any other provision of this Act, no 
amount in respect of the receipt of the share shall be included 
in computing the income for the year of the individual or per- 
son, as the case may be; 


Para. 35(1)(e) substituted by 1974-75-76, c. 26, s. 13, applicable af- 
ter May 6, 1974, to add “or 66:2”. 


Selected Cases [subsec. 35(1)]: Geophysical Engineering Ltd. 
v. MNR, [1976] C.T:C. 687 (SCC) (Shares obtained in consideration 
for syndicate member’s interest in claims staked by another mem- 
ber’s employee as prospector not obtained for property acquired 
under arrangement with prospector, nor as employer of prospector); 
Winchell v.. MNR, [1974] C.T.C..782 (FCA) (Arrangement with 
prospector’s employer, not with prospector); Appleby,,v. MNR, 
[1974] C.T.C. 693 (SCC) (No exemption for disposition of shares 
during sales campaign by stock brokerage company controlled by 
taxpayer). 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits. 


(2) Definitions — In this section, 


“mining property” means a right to prospect, ex- 
plore or mine for minerals or a property the principal 
value of which depends ‘on its mineral content; 


Pre-RSC History: The definition 
35(2)(a). 


“mining property” was para. 
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‘prospector’ means an individual who prospects or 
explores for minerals or develops a property for min- 
erals on behalf of the individual, on behalf of the in- 
dividual and others or as an employee. 

Pre-RSC History: The definition 
35(2)(b). 

Selected Cases [subsec. 35(2)“prospector”]: Foster y. 
MNR, [1971] C.T.C. 335 (Exch) (“Prospector” includes. independent 
contractor). 

Definitions [s. 35]: “amount” — 248(1); “corporation” — 248(1), 
Interpretation Act 35(1); “employee”, “employer” — 248(1); “iden- 
tical” — 248(12); “individual”, “mineral” — 248(1); “mining prop-. 
erty” — 35(2); ae “property” — 248(1); ~prospector™ — 
35(2)}2 “ ‘ : “taxable Canadian corporation” —'39(1), 
248(1); ee vent? 11(2),249:: 


“prospector” Was para. 


36. Railway coinpanless — Where any amount in 
respect of an expenditure incurred by a taxpayer on 
or in respect of the repair, replacement, alteration or 
renovation of depreciable property of the taxpayer of 
a prescribed class is, under a uniform classification 
and system of accounts and returns prescribed by the 
National Transportation Agency pursuant to the 
Railway Act, required to be entered in the books of 
the taxpayer otherwise than as an expense, 


(a) no deduction may be made in respect of that 
expenditure in computing the income of the tax- 
payer for a taxation year; and 


(b) for the purposes of section 13 and regulations 
made under paragraph 20(1)(a), the taxpayer 
shall be deemed to have acquired, at the time the 
expenditure was incurred, depreciable property of 
a class prescribed by regulation at a capitai cost 
equal to that amount. 


Related Provisions: Canada-U.S. tax treaty, Art. VIII:4—Art. 
VIII:6 — Income from railway business. 


Pre-RSC History: S. 36 amended by 1987, c. 34, s. 368, to 
substitute “National Transportation Agency” for “Canadian Trans- 
port Commission”, in force January 1, 1988. 


S. 36 substituted by 1976-77, c. 4, s. 8, applicable with respect to 
expenditures made after May 25, 1976. S. 36 formerly read: 


36. Where any amount in respect of an expenditure incurred ~ 
by a taxpayer on or in respect ofthe repair, replacement, al- 
teration or renovation of depreciable property of the taxpayer 
of a class prescribed by regulations of the Governor in Coun- 
cil made for the purposes of this section is, under a uniform 
classification and system of accounts and returns prescribed 
by the Canadian Transport Commission pursuant to the Rail- 
way Act, required to be entered in the books ot the taxpayer 
otherwise than as an expense, 


(a) no deduction may be made in respect of that expendi- 
ture in computing the income of the taxpayer for a taxa- 
tion year; and 


(b) for the purposes of section 13 and regulations made 
under paragraph 20(1)(a), the taxpayer shall be deemed 
to have acquired, at the time the expenditure was in- 
_curred, depreciable property of that class at a capital cost 
equal to that amount. 


Selected Cases [s. 36]: Canadian Pacifie Ltd. v. The’ Queen, 
[1988] 1 C.T.C. 429 (FCA) (Government assistance in respect of 
capital outlays deducted from capital cost allowance); The Queen v. 
Canadian Pacific Ltd., |1977] C.T.C, 606 (FCA) (No capital cost 
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allowance where assets acquired for third. parties). 

Definitions [s. 36]: “amount” — 248(1); “depreciable prop- 
erty” — 13(21), 248(1); “prescribed”, “regulation” — 248(1); “tax- 
ation year” — 249; “taxpayer” — 248(1). 

Regulations: Sch. I:Cl. 1, Sch. If:Cl.4, Sch. Il:Cl. 6, Sch. H:Cl. 
35. 


37. (1) Scientific research and experimental 
development — Where a taxpayer carried on a 
business in Canada in a taxation year, there may be 
deducted in computing the taxpayer’s income from 
the business for the year such amount as the taxpayer 
claims not exceeding the amount, if any, by which 
the total of 


(a) the total of all amounts each of which is an 
expenditure of a current nature made by the tax- 
payer in the year or in a preceding taxation year 
ending after 1973 : 


(i) on scientific research and experimental de- 
velopment carried on in Canada, directly un- 
dertaken by or on behalf of the taxpayer, and 
related to a business of the taxpayer, 


(i.1) by payments to a corporation resident in 
Canada to be used for scientific research and 
experimental development carried on in Can- 
ada that is related to a business of the tax- 
payer, but only where the taxpayer is entitled 
to exploit the results of that scientific research 
and experimental development, 


(11) by payments to 
(A) an approved association’ that under- 


takes scientific research and experimental 
development, 


(B) an approved university, college, re- 
search institute or other similar institution, 


(C) a corporation resident in Canada and 
exempt from tax under paragraph 
149(1)q), or 


(D) [Repealed] 


(E) an approved organization that makes 
payments to an association, institution or 
corporation described in any of clauses (A) 
to (C) 


to be used for scientific research and experi- 
mental development carried on in Canada that 
is related to a business of the taxpayer, but 


only where the taxpayer is entitled to exploit: 


the results of that scientific research and ex- 
perimental development, or 


(iii) where the taxpayer is a corporation, by 
payments to a corporation resident in Canada 
and exempt from tax because of paragraph 
149(1)Gj), for scientific research and experi- 
mental development that is basic research or 
applied research carried on in Canada 


(A) the primary purpose of which is the 
use of results therefrom by the taxpayer in 


S. 37(1)(e)(i) 


conjunction with other scientific research 
and experimental development activities 
undertaken or to be undertaken by or on 
behalf of the taxpayer that relate to a busi- 
ness of the taxpayer, and 


(B) that has the technological potential for 
application to other businesses of a type 
unrelated to that carried on by the 
taxpayer, 
Selected Cases [para. 37(1)(a)]: Dew Engineering & Develop- 
ment Ltd. vy. Canada, [1996] 3 C.T.C. 2904 (TCC) (Portable labora- 
tory was not a “building”); RIS-Christie v. Canada, [1996] 3 C.T.C. 
2827 (TCC) (Taxpayer failed to establish that scientific research 
was carried on); Eta Performance Systems Corp. v. MNR, [1993] 1 
C.T.C. 2710 (TCC) (Scientific research does not include routine 
data collection or research in social sciences or humanities). 


(b) the lesser of 


(1) the total of all amounts each of which is an 
expenditure of a capital nature made by the 
taxpayer (in respect of property acquired that 
would be depreciable property of the taxpayer 
if this section were not applicable in respect of 
the property, other than land or a leasehold in- 
terest in land) in the year or in a preceding 
taxation year ending after 1958 on scientific 
research and experimental development car- 
ried on in Canada, directly undertaken by or 
on behalf of the taxpayer, and related to.a bus- 
iness of the taxpayer, and 


(ii) the undepreciated capital cost to the tax- 
payer of the property so acquired as of the end 
of the taxation year (before making any de- 
duction under this paragraph in computing the 
income of the taxpayer for the taxation year), 


(c) the total of all amounts each of which is an 
expenditure made by the taxpayer in the year or 
in a preceding taxation year ending after 1973 by 
way of repayment of amounts described in para- 
graph (d), and 


(c.1) all amounts included by virtue of paragraph 
12(1)(v), in computing the taxpayer’s income for 
any previous taxation year, 


exceeds the total of 


(d) the total of all amounts each of which is the 
amount of any government assistance or non- 
government assistance (within the meanings as- 
signed to those expressions by subsection 127(9)) 
in respect of an expenditure described in para- 
graph (a) or (b) that, at the taxpayer’s filing-due 
date for the year, the taxpayer has received, is en- 
titled to receive or can reasonably be expected to 
receive, 


(e) that part of the total of all amounts each of 
which is an amount deducted under subsection 
127(5) in computing the tax payable under this 
Part by the taxpayer for a preceding taxation year 
where the amount can reasonably be attributed to 


(i) a prescribed proxy amount for a preceding 
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taxation year, 


(ii) an expenditure of a current nature incurred 
in a preceding taxation year that was a quali- 
fied expenditure incurred in that preceding 
year in respect of scientific research and ex- 
perimental development for the purposes of 
section 127, or 


(iii) an amount included because of paragraph 
127(13)(e) in the taxpayer’s SR&ED qualified 
expenditure pool at the end of a preceding tax- 
ation year within the meaning assigned by 
subsection 127(9), 


(f) the total of all amounts each of which is an 
amount deducted under this subsection in com- 
puting the taxpayer’s income for a preceding tax- 
ation year, except amounts described in subsec- 
tion (6), 


(f.1) the total of all amounts each of which is the 
lesser of 


(i) the amount deducted under section 61.3 in 
computing the taxpayer’s income for a pre- 
ceding taxation year, and 


(ii) the amount, if any, by which the amount 
that was deductible under this subsection in 
computing the taxpayer’s income for that pre- 
ceding year exceeds the amount claimed 
under this subsection in computing the tax- 
payer’s income for that preceding year, 


(g) the total of all amounts each of which is an 
amount equal to twice the amount claimed under 
subparagraph 194(2)(a)(ii) by the taxpayer for the 
year or any preceding taxation year, and 


(h) where the taxpayer is a corporation control of 
which has been acquired by a person or group of 
persons before the end of the year, the amount 
determined for the year under subsection (6.1) 
with respect to the corporation. 


Related Provisions: 12(1)(t) — Investment tax credit included in 
income; 12(1)(v)— Income inclusion where calculation under 
37(1) would be negative; 18(9)(d), (e) — Certain prepaid expenses 
deemed incurred in later taxation year; 37(1.1) — Business of re- 
lated corporations; 37(1.2) — Deemed time of capital expenditure; 
37(4) — No deduction for acquisition of rights: 37(6) — Expendi- 
tures of a capital nature; 37(6.1) — Change of control of corpora- 
tion; 37(7), (8) — Interpretation; 37(11) — Prescribed form re- 
quired; 53(2)(k) — Deduction from adjusted cost base — 
government assistance; 87(2)(1) — Amalgamations — SR&ED; 


96(1)(e.1) — Partnerships — carryforward of expenses not allowed; 
127(9) — “contract... payment”, “qualified expenditure”; 
127(10.8) — Further additions to investment tax credits; 


127(11.2) — Investment tax credit; 149(1)(j) — Non-profit corpora- 
tion for SR&ED — exemption; 248(1)“scientific research and ex- 
perimental development” — Definition applicable for purposes of 
entire Act; 248(16)— GST — input tax credit and rebate; 
248(18) — GST — repayment -of input tax credit; 256(7)-(9) — 
Whether control acquired; Reg. 1102(1)(d) — No CCA for capital 
property deducted under 37(1)(b). See additional Related provisions 
and Definitions at end of s. 37. 


History: The opening words of subsec. 37(1) amended by 1996, c. 
21, subsec. 9(1), applicable to taxation years that begin after 1995. 
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The opening words formerly read: 


(1) Scientific research and experimental development — 
Where a taxpayer carried on a business in Canada in a taxa- 
tion year and files with the Minister by the day on or before 
which the taxpayer’s return of income under this Part for the 
taxpayer’s following taxation year is required to be filed, or 
would be required to be filed if tax under this Part were paya- 
ble by the taxpayer for that following year, a prescribed form 
containing prescribed information, there may be deducted in 
computing the taxpayer’s’ income from the business for the 
year such amount as the taxpayer claims not exceeding the 
amount, if any, by which the total of 


Subpara. 37(1)(a)(i.1) added by 1996, c. 21, subsec. 9(2), applicable 


to payments made after 1995. 


Cl. 37(1)(a)(ii)(D) repealed by 1996, c. 21, subsec. 9(4), applicable 
to payments made after 1995. The clause formerly, read: 


(D) a corporation resident in Canada, or 


The closing words of subpara. 37(1)(a)(ii) amended by 1996, c. 21, 
subsec. 9(5), applicable to payments made after 1995. The closing 
words formerly read: 


to be used. for scientific research and experimental develop- 
ment carried on in Canada, related to a business of the tax- 
payer, and provided that the taxpayer is entitled to exploit the 
results of such scientific research and experimental dévelop- 
ment, or 


Subpara. 37(1)(a)(iii) amended to delete the word “and” at the end 
of the subpara. by 1996, c. 21, subsec. 9(6), applicable on June 20, 
1996. 


Paras..37(1)(d) and (e) amended by 1996, c. 21, subsec. 9(7), appli- 
cable to taxation years that begin after 1995. The paras. formerly 
read: 


(d) the total of all amounts each of which is the amount of 
any government assistance or non-government assistance 
(within the meanings assigned to those expressions by sub- 
‘section 127(9)) in respect of an expenditure described in para- 
graph (a) or (b) that, at the time of filing of the return of in- 
come for the year, the taxpayer has received, is entitled to 
receive or can reasonably be expected to receive, 


(e) that part of the total of all amounts each of which is an 

amount deducted under subsection 127(5). in computing the 

tax otherwise payable by the taxpayer under this Part for a 

preceding taxation year that can reasonably be attributed to a 

prescribed proxy amount of a preceding taxation year or ex- 

penditures of a current nature made in a preceding taxation 

year that were qualified expenditures in respect of scientific - 
research and experimental development for the purposes of 

section 127, ; 


Para. 37(1)(f.1) added by 1995, c. 21, s. 9, applicable to taxation 
years that end after February 21, 1994. 


The opening words of subsec. 37(1) amended by 1995, c. 3, subsec. 
9(1), applicable after February 21, 1994 to expenditures incurred at 
any time except that, for an expenditure incurred by a taxpayer in a 
taxation year that ended before February 22, 1994, the taxpayer may 
file the prescribed form referred to in subsec. 37(1) by the later of 
the day referred to in that subsec. and June 24, 1995. The opening 
words formerly read: 


(1) Scientific research and experimental development — 
Where a taxpayer carried on a business in Canada in a taxa- 
tion year and files with the taxpayer’s return of income under 
this Part for the year a prescribed form containing prescribed 
information, there may be deducted in computing the tax- 
payer’s income from the business for the year such amount as 
the taxpayer may claim not exceeding the amount, if any, by 
which the total of 


Para. 37(1)(e) amended by 1994, c. 8, subsec. 4(1), applicable to 
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taxation years ending: after aace ania 2, 1992. Para. (e) formerly 
read: © 


‘(e) that part of the total of all amounts each of which is an 
amount deducted under subsection 127(5) in computing the 
tax otherwise payable by the taxpayer under this Part for a 
preceding taxation-year that may reasonably be attributed to 
expenditures of a current nature made in a preceding taxation 
year that were qualified. expenditures in. respect of scientific , 


research. and experimental development for the purposes of 8 


section Tr 


Subpara. 37(1)(a)(iii) added by 1994, c. 7, Sch. If (1991, c. 49), sub- 
sec. 21(1), applicable with i tae to payments made after Decem- 
ber 15, 1987. 


Pre-RSC History: All that portion of subsec. 37(1) preceding 
para. (c) substituted by 1988, c. 55, subsec. 18(1), applicable with 
respect to expenditures made after December 15, 1987, other than 
expenditures made after that date and before 1989 


(a) pursuant to 


(i) an obligation entered into. in writing before. December 
16,,:1987, 


(ii) the terms of a prospectus, preliminary prospectus, regis- 


tration statement or offering memorandum filed before De-: 


cember 16, 1987 with a public authority in Canada pursuant 
to and in accordance with the securities sts Sao tbe of any 
province, or 


(iii) the terms of an offering memorandum distributed as 
‘part of an offering of securities where ) 


(A) the offering memorandum contained-a complete or 
substantially complete description of the securities. con- 
templated in the offering as well as the terms and con- 
ditions of the offering of the securities, 


(B) the offering memorandum «was distributed. before 
December 16, 1987, 


(C) solicitations in respect of the ’sale of the securities 
contemplated by the offering memorandum were made 
before December 16, 1987, and 


(D).the sale of the Securities was substantially in accor- 
» dance with the offering memorandum,; 


and provided that, where the expenditure is made after Decem- 
ber 15, 1987 by way of a payment made to an entity described 
in subpara. 37(1)(a)(i1), the scientific research and experimental 
development to be performed pursuant to that payment is So 
performed before 1989; and ~ 


(b) to an entity described in clause 37(1)(a)(ii)(A), (B) or (C), 
as part of a public fund raising campaign that commenced on or 


before December 15, 1987, or after that date pursuant to a ‘set-’ 


tled’ plan evidenced in writing on or before that date, that may 
reasonably be considered to’ be for the purpose of funding the 
acquisition by the entity of a building which was under con- 
struction by or on behalf of the’ entity on December 16, 1987, or 
of property necessary for the equipment of such a building for 
the purpose for which that building: was intended. 


That portion of subsec. 37(1) formerly read: 


37. (1) Scientific research and experimental develop- 
ment — Where a taxpayer files with his return of income 
under this Part for a taxation year a prescribed form contain- 
ing prescribed information, carried on a business in Canada 
and made expenditures’in respect of scientific:research and 

. experimental development in the year, there may be deducted 
in.computing his income for the year the amount, if any, by 
which the aggregate of 


(a) such amounts as may be claimed by the taxpayer not 
exceeding all expenditures of a current nature made in 
’ Canada by the taxpayer in the year or in any previous - 
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taxation year ending after 1973 


(i) on scientific research and experimental develop- 
ment related to the business and directly undertaken 
by or on behalf of the taxpayer, 


(11) by payments to an approved association that un- 
dertakes scientific research and experimental devel- 
opment related to the class of business of the 
taxpayer, 


(ii) by payments to an approved university, college, 
research institute or other similar institution to be 
used for scientific research and experimental devel- 
opment related to the class of business of the 
taxpayer, 


(iv) by payments to a corporation resident in Canada 
and exempt from tax under paragraph 149(1)(j), 


(v) by payments to a corporation resident in Canada 
for scientific research and experimental development 
related to the business of the taxpayer, or 


(vi) by payments to an approved organization that 
makes payments, to an association, institution or cor- 
poration described in any of subparagraphs. (ii) to 
(iv) to be used for scientific research and experimen- 
tal development related to the class of business of the 
taxpayer, where the taxpayer is entitled to exploit the 
results Of stich scientific research and experimental 
development, 


(b) such amount as may be claimed by the taxpayer not 
exceeding the lesser of 


(i) the expenditures of'a ‘capital nature made in Can- 
ada (by acquiring property other than land) in the 
year and any previous year ending after 1958 on sci- 

- entific research and experimental development relat- 
ing to the business and directly undertaken by or on 
behalf of the taxpayer, and 


(11) the undepreciated capital cost to the taxpayer of 
the property so acquired as of the end of the taxation 
year (before making any deduction under this para- 
graph in computing the. income of the taxpayer for 
‘the taxation year), 


Paras. 37(1)(c), (d) substituted by 1988, c. 55, subsecs..18(2), (3), 
applicable with respect to expenditures made after April 1988. Pa- 
ras. 37(1)(c), (d) formerly read: 


(c) such amounts as may be claimed by the taxpayer not ex- 
ceeding all expenditures in the year or in any previous taxa- 
tion year ending after 1973 by way of repayment of amounts 
paid to the taxpayer uiider an Appropriation Act and on terms 
and conditions’ approved by the Treasury Board in respect of 
scientific research and experimental development expendi- 
tures incurred for the purpose of advancing or sustaining the 
technological capability of Canadian manufacturing or other 
industry, and : 


(d) all amounts paid to him in the year or in any previous 
taxation, year ending after 1973 under. an Appropriation Act 
and on terms.and conditions described in paragraph (c), 


Para. 37(1)(e) substituted by 1988, c..55, subsec. 18(4), applicable 
to 1988 et seq., and for taxation years ending after 1984 and before 
1988, the reference to “paragraph 127(10.1)(c)’ in para. 37(1)(e) as 
it was before the substitution, shall be read as “the, definition “quali- 
fied expenditure” in subsection 127(9)”. Para. 37(1)(e) formerly 
read: 


(e) that portion of the aggregate of all amounts deducted 
under subsection 127(5) in computing the tax otherwise paya- 
ble by the taxpayer under this Part for the year or any previ- 
ous’ taxation year that may reasonably be attributed to ex- 
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penditures of a current nature made in Canada in the year or 
in any previous taxation year that were qualified expenditures 
in respect of scientific research and experimental develop- 
ment within the meaning of paragraph 127(10.1)(c), 


Para. 37(1)(f) substituted by 1988, c. 55, subsec. 18(4), applicable 
with respect to deductions claimed in computing income for taxa- 
tion years ending after December 15, 1987. Para. 37(1)(f) formerly 
read: 
(f) all amounts deducted by virtue of this subsection and para- 
graph 20(1)(t) in computing the taxpayer’s income for any 
preceding taxation year, except amounts described in subsec- 
tion (6), 


Para. 37(1)(h) amended by 1988, c. 55, subsec. 18(5), to substitute 
“with respect to the corporation” for “with respect to the corpora- 
tion in respect of the business”, applicable after December 15, 1987. 


Para. 37(1)(h) added by 1987, c. 46, subsec. 11(1), applicable to 
acquisitions of control occurring after January 15, 1987 other than 
acquisitions of control occurring before 1988, where the persons ac- 
quiring the control were obliged on that date to acquire the control 
pursuant to the terms of agreements in writing entered into on or 
before that date. See “Interpretation” below. 


Subpara. 37(1)(a)(vi) added by 1986, c. 55, s. 6, applicable with re- 
spect to payments made after February 25, 1986. 


All that portion of subsec, 37(1) preceding para. (a) substituted by 
1986, c. 6, subsec. 15(1), applicable with respect to taxation years 
ending after May 23, 1985 except that the prescribed form referred 
to in subsec. 37(1) may be filed at any time on or before the day that 
is 90 days after February 13, 1986. That portion formerly read: 


37. (1) Scientific research — There may be deducted in 
computing the income for a taxation year of a taxpayer who 
carried on a business in Canada and made expenditures in re- 
spect of scientific research in the year the amount by which 
the aggregate of 


Para. 37(1)(g) added by 1984, c. 1, s. 10, applicable to 1983 et seq. 


Para. 37(1)(f) substituted by 1980-81-82-83, c. 140, s. 17(1), appli- 
cable to taxation years ending after January 12, 1981. 


Paras. 37(1)(c.1) and (f) added, and all that portion following para. 
37(1)(e) repealed by 1980-81-82-83, c. 48, s. 15, applicable to taxa- 
tion years ending after January 12, 1981. That portion following 
para. (e) formerly read: 


to the extent that such expenditures were not deducted in 
computing his income for any previous taxation year. 


Para. 37(1)(e) amended by 1977-78, c. 4, s. 3, to substitute “de- 
ducted” for “deductible”. 


All that portion of subsec. 37(1) following para. (c) substituted by 
1977-78, c. 1, s. 15, applicable to 1977 et seq. That portion formerly 
read: 


exceeds 


(d) the aggregate of all amounts paid to him in the year or 
in any previous taxation year ending after 1973 under an 
Appropriation Act and on terms and conditions described 
in paragraph (c), 
to the extent that such expenditures were not deducted in 
computing his income for any previous taxation year. 


All that portion of para. 37(1)(a) preceding subpara. (i) and all that 
portion of subsec. 37(1) following para. (b) substituted by 1974-75- 
76, c. 26, subsecs. 14(1), (2), applicable to 1974 et seq. Those por- 
tions formerly read: 


(a) all expenditures of a current nature made in Canada in 
the year, 


(c) all expenditures in the year by way of repayment of 
amounts paid to the taxpayer under an Appropriation Act 


Income Tax Act, 


Part I, Div. B 


and on terms and conditions approved by the Treasury 
Board for the purpose of advancing or sustaining the 
technological capability of Canadian manufacturing or 
other industry, 


exceeds the aggregate of amounts paid to him in the year 
under an Appropriation Act and on terms and conditions de- 
scribed in paragraph (c). 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46. s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the Income Tax Act affecting acquisitions 
or dispositions of property or acquisition of control of 
corporations. 


Selected Cases [subsec. 37(1)]: Canalerta Technologies Inc. v. 
MNR, [1993] 1 C.T.C. 2141 (TCC) (Scientific research is activity 
for gaining knowledge based on testing hypotheses against empiri- 
cal data through controlled experimentation and accurate measure- 
ments); Gulf Canada Ltd..v. Canada, [1991] 1 C.T.C..99 (FCTD); 
aff'd [1992] 1 C.T.C. 183 (FCA); leave to appeal to SCC refused 
(sub nom.Gulf Canada Ltd. v. MNR) (1992), 141 NR 393 (note) (In- 
terpretation of: “Canadian exploration expenses”, “Canadian devel- 


opment expenses”, “taxable production profits”). 


Regulations: 2900(4) (prescribed proxy amount for 37(1)(e)). 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


Information Circulars: 86-4R3: Scientific research and experi- 
mental development; 86-4R3 Supplement 1: Automotive industry 
application paper; 86-4R3 Supplement 2: Aerospace industry appli- 
cation paper; 94-1: Plastics industry application paper; 94-2: Ma- 
chinery and equipment industry application paper; 97-1: Adminis- 
trative guidelines for software development. 

Application Policies: SR&ED 94-02: Expenditures of sole-pur- 
pose SR&ED performers — para. 37(8)(a) of the Act and 2902(a) 
of the Regulations; SR&ED 95-05: SR&ED capital expenditures — 
retroactive deductions under subsec. 37(1); SR&ED 96-04: Pay- 
ments to third parties for SR&ED; SR&ED 96-05: Penalties under 
subsection 163(2); SR&ED 96-07: Prototypes, custom products, 
commercial assets, pilot plants and experimental production; 
SR&ED 96-10: Third party payments — approval process. 


Forms: T85: Nova Scotia research and development tax credit; 
T661: Claim for scientific research and experimental development 
expenditures carried on in Canada; T1088: Manitoba research and 
development tax credit; T1129: Newfoundland scientific research 
and experimental development tax credit. 


(1.1) Business of related corporations — Not- 
withstanding paragraph (8)(c), for the purposes of 
subsection (1), where a taxpayer is a corporation, 
scientific research and experimental development, 
related to a business carried on by another corpora- 
tion to which the taxpayer is related (otherwise than 
by reason of a right referred to in paragraph 
251(5)(b)) and in which that other corporation is ac- 
tively engaged, at the time at which an expenditure 
or payment in respect of the scientific research and 
experimental development is made by the taxpayer, 
shall be considered to be related to a business of the 
taxpayer at that time. 


Related Provisions: See Related provisions and Definitions at 
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end of s. 37. 


Pre-RSC History: Subsec. 30. 1) ‘aetna by 1988, c. 55, subsec. 
18(6), applicable after December 15, 1987. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures, See also list at,end of s. 37. 


(1.2) Deemed time of capital expenditure — 
For the purposes of paragraph (1)(b), an expenditure 
made by a taxpayer in respect of property shall be 
deemed not to have been made before the property is 
considered to have become available for use by the 
taxpayer. 

Related Provisions: 13(26) — ie CCA until pion available 


for use; 127(11.2) — No investment tax credit until property availa- 
ble for use; 248(19) — When property available for use. 


History: Subsec. 37(1.2) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 21(2), applicable in respect of expenditures made by a tax- 
payer after 1989 other than ‘expenditures in respect of property 
acquired 


(a) from a person with whom the taxpayer was not dealing at 
arm’s length (otherwise than by reason of a right referred to in 
para. 251(5)(b)) at the time the ea was acquired, or 


(b) in the course of a reorganization in ‘respect of which, if a 
~ dividend were received by a corporation in the course of the 
~ reorganization, subsec.’55(2) would not ‘be applicable to the 

dividend by reason of the:application of para. 55(3)(b), 


where the property was depreciable property of the person from 
whom it was acquired (or would, but for s. 37, be depreciable prop- 
erty of the person from whom it was acquired) and was owned by 
that person before 1990. . 


(2) Research outside Canada — In computing 
the. income of a taxpayer for.a taxation year from a 
business of the taxpayer, there may be, deducted ex- 
penditures of a current nature made by the taxpayer 
in. the year 


(a) on scientific research and experimental devel- 
opment carried on outside Canada, directly un- 
dertaken by or on behalf of the epee and re- 
lated to the business; or’ 


(b) by payments to an approved association, uni- 
versity, college, research institute or other similar 
institution to be used for scientific research and 
experimental development carried on outside 
Canada related to the business provided’ that the 
taxpayer is entitled to exploit the results of that 


scientific research’ ~ and experimental 
development. 
Related Provisions: See Related provisions and Definitions at 
end ‘of's. 37. 


Pre-RSC History: Subsec. 37(2) substituted by 1988, c.55, sub- 
sec. 18(7), applicable with respect to, expenditures made after De- 
cember 15, 1987 other than expenditures made after that date and 
before 1989 pursuant to 


(a) an obligation entered into in, writing before December 16, 
1987; 


(b) the terms of a prospectus, preliminary prospectus, offering 
memorandum or registration statement filed before December 
16, 1987 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of any province; or 


(c) the terms of an offering memorandum distributed. as. part of 


S. 37(4) 


an offering of securities, where. , 


(1) the offering memorandum contained a complete or sub- 
stantially .complete description. of the. securities contem- 
plated in the offering as well as the terms and conditions of 
the offering of the securities, 


(ii) the offering memorandum was distributed before De- 
cember 16, 1987, 


(111) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 


(iv) the sale of the securities was substantially in accor- 
~ dance with the offering memorandum. 


- Subsec. 37(2) formerly read: 


(2) Research outside Canada — There may be Bee in 
computing the income for a taxation year of a taxpayer who 
carried on business in Canada and made expenditures in the 
year in respect of scientific research and experimental devel- 
opment carried on outside Canada, all such expenditures of a 
current nature made in the year 


(a) on scientific research and experimental development 
related to the business and directly undertaken by or on 
behalf of the taxpayer; or 


(b) by payments to an approved association, university, 
college, research institute or other similar institution to be 
used for scientific research and experimental develop- 
ment related to the class of business of the taxpayer. 


Interpretation Bulletins: Sce list at end of s..37. 


(3) Minister may obtain advice — The Minister 
may obtain the advice of the Department of Industry, 
the National Research Council of Canada, the De- 
fence Research Board or any other agency or depart- 
ment of the Government of Canada carrying on ac- 
tivities in the field of scientific research as’ to 
whether any particular activity constitutes scientific 
research and experimental development. 

Related Provisions: 241(4)(a) — Disclosure of taxpayer infor- 


mation in order to obtain advice. See also Related provisions and 
Definitions at end of s. 37. 


History: Subsec. 37(3) amended by 1995, c. 1, para. 63(1)(c), to 
substitute “Department. of Industry” for “Department of Industry, 
Science and Technology”, in force March 29, 1995. 


Pre-RSC History: Subsec. 37(3) amended by 1990, c. 1, s. 28, to 
substitute “Department of Industry, Science and Technology” for 
“Departmentof Regional Industrial. Expansion”, applicable from 
February 23, 1990. 


Subsec. 37(3) amended by: 1980-81-82-83, c. 167; Sch. I, to ‘substi- 
tute “Department of Regional Industrial Expansion” for “Depart- 
ment of Industry, Trade and'Commerce”. 


Selected Cases [subsec. 37(3)]: Stromotich v. The Queen, 
[1988] 1 C.T.C. 252 (FCTD); appealed to FCA (March 7, 1988), 
File A-391-88 (Minister not under duty to obtain advice). 


Interpretation Bulletins: See list at end of s. 37. 


(4) Where no deduction allowed under sec- 
tion — No deduction may be made under this sec- 
tion in respect of an expenditure made to acquire 
rights in, or arising out of, scientific research and ex- 
perimental development. 


Related Provisions: See Related provisions and Definitions at 
end of s. 37. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 
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(5) Where no deduction allowed under 
sections 110.1 and 118.1 — Where, in respect of 
an expenditure on scientific research and experimen- 
tal development made by a taxpayer in a taxation 
year, an amount is otherwise deductible under this 
section and under section 110.1 or 118.1, no deduc- 
tion may be made in respect of the expenditure under 
section 110.1 or 118.1 in computing the taxable in- 
come of, or the tax payable by, the taxpayer for any 
taxation year. 

Related Provisions: See Related provisions and Definitions at 
end: of S43 


Pre-RSC History: Subsec. 37(5) substituted by 1988, c. 55, sub- 
sec. 18(8), applicable to 1988 et seg. Subsec. 37(5) formerly read: 


(5) Idem — Where in respect. of an expenditure on scientific 
research and experimental development made by a taxpayer 
in a taxation year an amount is deductible under this section 
and under section 110, no deduction may. be made in respect 
of the expenditure under section 110 in computing the taxable 
income of the taxpayer for any taxation year. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


(6) Expenditures of a capital nature — An 
amount claimed under subsection (1) that may rea- 
sonably be considered to be in respect of a property 
described in paragraph (1)(b) shall, for the purpose 
of section 13, be deemed to be an amount allowed to 
the taxpayer in respect of the property under regula- 
tions made under paragraph 20(1)(a), and for that 
purpose the property shall be deemed to be of a sepa- 
rate prescribed class. 

Related Provisions: 87(2)(d)(ii)(D) — Amalgamations — depre- 
ciable property. See additional Related provisions and Definitions at 
end of s. 37. 


Pre-RSC History: Subsec. 37(6) substituted by 1988, c. 55, sub- 
sec. 18(9), applicable after December 15, 1987. Subsec. 37(6) for- 
merly read: ; 


(6) Expenditures of a capital nature — An amount claimed 
under paragraph (1)(b) in computing a deduction under that 
subsection shall, for the purpose of section 13, be deemed to 
be an amount allowed to the taxpayer in respect of the prop- 
erty acquired by the expenditures. under regulations. made 
under paragraph 20(1)(a), and for that purpose the property 
acquired by the expenditures shall be deemed to be of a sepa- 
rate prescribed class. 


Interpretation Bulletins: See list at end of s. 37. 


(6.1) Amount referred to in para. (1)(h) — 
Where a taxpayer is a corporation control of which 
was last acquired by a person or group of persons at 
any time (in this subsection referred to as “that 
time’) before the end of a taxation year of the corpo- 
ration, the amount determined for the purposes of 
paragraph (1)(h) for the year with respect to the cor- 
poration in respect of a business is the amount, if 
any, by which 


(a) the amount, if any, by which 
(1) the total of all amounts each of which is 


(A) an expenditure described in paragraph 
(1)(a) or (c) that was made by the corpora- 
tion before that time, 


Income Tax Act, Part I, Div. B 


(B) the lesser of the amounts determined in 
respect of the corporation under subpara- 
graphs (1)(b)(i) and (ii) immediately 
before that time, or 


(C) an amount determined in respect of the 
corporation under paragraph (1)(c.1) for its 
taxation year ending immediately before 
that time 


exceeds the total-of all amounts each of which is 


(ii) the total of all amounts determined in re- 
spect of the corporation under paragraphs 
(1)(d) to (g) for its taxation year ending imme- 
diately before that time, or 


(i11) the amount deducted by virtue of subsec- 
tion (1) in computing the corporation’s in- 
come for its taxation year ending immediately 
before that time 


exceeds 
(b) the total of 


(i) where the business to which the amounts 
described in clause (a)(i)(A), (B) or (C) may 
reasonably be considered to have been related 
was carried on by the corporation for profit or 
with a reasonable expectation of profit 
throughout the year, the total of 


(A) the corporation’s income for the year 
from the business before making any de- 
duction under subsection (1), and 


(B) where properties were sold, leased, 
rented or developed, or services were ren- 
dered, in the course of carrying on the bus- 
iness before that time, the corporation’s in- 
come for the year, before making any 
deduction under subsection (1), from any 
other business substantially all the income 
of which was derived from the sale, leas- 
ing, rental or development, as the case may 
be, of similar properties or the rendering of 
similar services, and 


(ii) the total of all amounts each of which is an 

amount determined in respect of a preceding 

taxation year of the corporation that ended af- 
. ter that time equal to the lesser of 


(A) the amount determined under subpara- 
graph (i) with respect to the corporation in 
respect of the business for that preceding 
year, and ‘ 


(B) the amount in respect of the business 
deducted by virtue of subsection (1) in 
computing the corporation’s income for 
that preceding year. 
Related Provisions: 256(7)-(9) — Whether control acquired. 
See also Related provisions and Definitions at end of s. 37. 
Pre-RSC History: All that portion of subsec. 37(6.1) preceding 
subpara. (a)(i1) amended by 1988, c. 55, subsec. 18(10) to substitute 
“with respect to the corporation” for “with respect to the corpora- 
tion in respect of a business” in that portion preceding para. (a), and 
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“all amounts” for “all amounts) determined in respect of. the busi- 
ness” in subpara. (a)(i) and that portion of (a)(i) following cl. (C), 
applicable after December 15, 1987. 

That portion of subpara. 37(6.1)(b)(i) peectiling cl. (A) mancadel by 
1988, c. 55, subsec. 18(11), to add “to which the amounts described 
in clause (a)(i)(A), (B) or (C) may reasonably be considered to have 
been related”, applicable after December 15, 1987. 

Subsec. 37(6.1) added by 1987, c. 46, subsec.11(2), applicable to 
acquisitions of control occurring’ after January 15, 1987 other than 
acquisitions of control occurring before 1988, where the persons ac- 
quiring the control were obliged on that date to acquire the control 
pursuant to the terms of agreements in writiig ‘entered into on or 
before that date. 

interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


.T. Technical News: spot, 7 (control' by a group — 50/50 
arrangement). 


(7) Definitions — "4 this section, _ 


“approved’’. means approved by the Minister after 
the Minister has, if the Minister considers it neces- 
sary, obtained the advice of the Department of In- 
dustry or the National Research Council of Canada; 
History: The definition of “approved” in subsec, 37(7) amended by 
1995, c. 1, para. 63(1)(c), to substitute “Department of Industry” for 


“Department of Industry, Science and nice in force March 
29} :1995:i 


Pre-RSC History: The definition “approved” was para. 37(7)(a). 
Para. 37(7)(a) amended by 1990, c. 1;'s..28, to substitute “Depart- 


ment of Industry, Science and Technology” for “Department of Re- 
gional Industrial Expansion’, in force February 23, 1990. 


Para. 37(7)(a) amended by 1980- 81- 82- 83, c, 167, Sch. I, to substi- 
tute “Department of Regional Industrial epson for “Depart- 
ment of Industry, Trade and Commerce”. 


Application Policies: Sitaeaa 96- 10: ‘Third’ party payments — 
approval process. 


“scientific research and experimental develop- 
ment”? — [Repealed] | 


History: The definition “scientific. research and ‘experimental de- 


velopment” in subsec. 37(7) repealed by 1996, c. 21, subsec. 9(8), 
applicable to work performed after February 27, 1995 except that, 


for the purposes of paras: 149(1)(j) and (8)(b), the repeal does not | 


apply to work performed pursuant to an agreement in writing en- 
tered into.before February 28, 1995. The definition formerly read: 


“scientific research and experimental development” has the 
meaning given to that expression by regulation. 


Pre-RSC History: The definition. “scientific research and experi- 
mental. development”. was, 37(7)(b).. [Paras._ 37(7)(c)-(f) are now 
paras. 37(8)(a)-(d).] 

Selected Cases [subsec. 37(7)“scientific research and ex- 
perimental development”]: Eta Performance Systems Corp..v. 
MNR, [1993] 1. C.T.C. 2710 (TCC) (Scientific research does not in- 
clude routine data collection or research in social sciences or hu- 
manities); Cultures Laflamme (1984) Inc. v. MNR, [1993] 1 C.T.C. 
2634 (TCC) (Revenues from sales of experimental mushrooms do 
not reduce current expenses incurred for scientific research and ex- 
perimental development in connection therewith). 


Regulations: 2900 (meaning ‘of “scientific research and experi- 
mental development’). 


information Circulars: 86-4R3: Scientific research a experi- 


mental development; 86-4R3 Supplement 1; Automotive industry — 


application paper; 86-4R3 Supplement 2: Aerospace industry appli- 
cation paper; 94-1: Plastics industry application paper; 94-2: Ma- 
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chinery and equipment industry application paper; 97-1: Adminis- 
trative. guidelines for software development. 


(8) Interpretation — In this section, 


(a) references to expenditures on or in respect of 
scientific research and experimental development 


(i) where the references occur, in subsection 
(2), include only 


(A) expenditures each of ahah was an ex- 
penditure incurred for and all or substan- 
tially all of which was attributable to the 
prosecution ,of scientific research and ex- 
perimental development, and 


(B) expenditures -of a current nature that 
were directly attributable, as determined 
by regulation, to. the prosecution of scien- 
tific research :and experimental develop- 
ment, and 


(ii) where. the references occur other than in 
subsection (2), include: only 
(A) expenditures incurred by a taxpayer in 
a taxation year (other than a taxation year 
for which the. taxpayer has elected under 
clause (B)), eachof which is 
(I) an expendituré of a current nature 
~ all or substantially all of which was at- 
tributable to the prosecution, or to the 
“provision of premises, facilities or 
equipment for the prosecution, of scien- 
tific research and experimental devel- 
opment in Canada, 


(II) an expenditure of a current nature 
directly attributable, as determined by 
regulation, to the prosecution, or to the 
provision of premises, facilities or 
equipment for the prosecution, of scien- 
tific research and experimental devel- 
opment in Canada, or’ 
(IIIf) an expenditure of a capital nature 
that at the time it was incurred was for 
the provision of premises, facilities or 
equipment, where at that time it was 
~ intended 


1. that it would be used during all or 
substantially all of its operating time 
in its expected useful life for, or 


2. that all or substantially all of its 
value would be consumed in, 
the prosecution of scientific research 
and experimental development in.Can- 
ada, and 


(B) where a taxpayer has elected in “pre- 
scribed form and in accordance. with, sub- 
section (10) for a taxation year, expendi- 
tures incurred. by the taxpayer in the year 
each of which is 


(1)an expenditure of a eeurtent nature 
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for, and all or substantially all of which 
was attributable to, the lease of prem- 
ises, facilities or equipment for the 
prosecution of scientific research and 
experimental development in Canada, 
other than an expenditure in respect of 
general purpose office equipment or 
furniture, 


(II) an expenditure in respect of the 
prosecution of scientific research and 
experimental development in Canada 
directly undertaken on behalf of the 
taxpayer, 

(III) an expenditure described in sub- 
clause (A)(II), other than an expendi- 
ture in respect of general purpose office 
equipment or furniture, 


(IV) that portion of an expenditure 
made in respect of an expense incurred 
in the year for salary or wages of an 
employee, who is directly engaged in 
scientific research and experimental de- 
velopment in Canada that can reasona- 
bly be considered to relate to such work 
having regard to the time spent by the 
employee thereon, and, for this pur- 
pose, where that portion is all or sub- 
stantially all of the expenditure, that 
portion shall be deemed to be the 
amount of the expenditure, 


(V) the cost of materials consumed in 
the prosecution of scientific research 


and experimental development in Can- 


ada, or 


(VD. ‘2 of any other expenditure of a 
current nature in respect of the lease of 
premises, facilities-or equipment used 
primarily for the prosecution of scien- 
tific research and experimental devel- 
opment in Canada, other than an expen- 
diture in respect of general purpose 
office equipment or furniture; 
Selected Cases [subpara. 37(8)(a)(ii)]: Dew Engineering & 
Development Ltd. v. Canada, [1996] 3 C.T.C. 2904 (TCC) (Portable 
laboratory was not a “building”); Highland Foundry Ltd. v. Canada, 
[1994] 2 C.T.C. 2329 (TCC) (Time frame for “all or substantially 


all” is time period over which prosecution or construction takes 
place, not full useful life of equipment). 


(b) for greater certainty, references to scientific 
research and experimental development related to 
a business include any scientific research and ex- 
perimental development that may lead to or facil- 
itate an extension of that business; 


(c) except in the case of a taxpayer who derives 
all or substantially all of the taxpayer’s revenue 
from the prosecution of scientific research and 
experimental development (including the sale of 
rights arising out of scientific research and exper- 
imental development carried on by the taxpayer), 


Income Tax Act, Part I, Div. B 


the prosecution of scientific research and experi- 
mental development shall not be considered to be 
a business of the taxpayer to which scientific re- 
search and experimental development is related; 
and 


(d) notwithstanding paragraph (a), references to 
expenditures on or. in respect of scientific. re- 
search and experimental development shall not 
include 


(i) any capital expenditure made in respect of 
the acquisition of a building, other than a pre- 
scribed special-purpose building, including a 
leasehold interest therein, 


(ii) any outlay or expense made or incurred 
for the use of, or the right to use, a building 
other than a prescribed special-purpose build- 
ing, and 
(iii) payments made by a taxpayer to 
(A) a corporation resident in Canada and 
exempt. from tax under paragraph 
149(1)G), an approved research institute or 
an approved association, with which the 
taxpayer does not deal at arm’s length, 


(B) a corporation other than a corporation 
referred to in clause (A), or 


(C) an approved university, college or 
organization 


to be used for scientific research and experi- 
mental development 


(D) in the case of such a payment -to a per- 
son described» in clause (A) or (B), to the 
extent that the amount of the payment may 
reasonably be considered to have been 
‘made to enable the recipient to acquire a 
building or a leasehold interest in a build- 
ing or to pay an amount in respect of the 
- rental expense in respect of a building, and 


(E) in the case of a payment to a person 
described in clause (C), to the extent that 
the amount of the payment may reasonably 
be considered to have been made to enable 
the recipient to acquire a building, or a 
leasehold interest in a building; in which 
' the taxpayer has, or may reasonably be ex- 
pected to acquire, an interest. 
Related Provisions: 37(1.1) — Business of related corporations; 
37(8) — Limitations; 37(9) — Salary or wages; 37(10) — Time for 
election; 38(9.1) — Limitation on payments to specified employees; 
96(3) — Election by members of partnership; 149(1)G)(ii)(A) — 
Non-profit SR&ED corporation’s expenditures; 248(1)“scientific 
research and experimental development” — Definition of SR&ED. 
See additional Related provisions and Definitions at end of s. 37. 
History: Subpara. 37(8)(a)(ii) amended by 1994, c. 8, subsec. 4(2), 
applicable (by subsec. 4(5), as amended by 1997, c. 25, s. 74, 
deemed to have come into force May 12, 1994), to taxation years of 
a taxpayer that end after December 2, 1992, "except that it does not 
apply to taxation years of a taxpayer that began before March 6, 
1996 with respect to rental expenses incurred pursuant to a written 
lease agreement renewed, extended or entered into before June 18, 
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1987 by the taxpayer or a person with whom the taxpayer did not 
deal at arm’s length at the time the lease was renewed, extended or 
entered into. Subpara. (a)(ii) formerly read: 


(ii) where the references occur other than in subsection (2), 
include only 


(A) expenditures each of which ‘was an Sipealditiine in- 
curred for and all or substantially all of which was attrib- 
~ utable to the prosecution, or to the provision of premises, 
facilities or equipment for the prosecution, of scientific 
research and experimental development in Canada, and 


(B) expenditures of a current nature that were directly at- 
tributable, as determined by regulation, to the prosecu- 
- tion, or to the provision of premises, facilities or equip- 
ment for the prosecution, of scientific research and 
experimental development in Canada; ; 


Subpara. 37(8)(d)Gi) amended by 1994, c..8, subsec. 4(3), applica- 
ble to taxation years ending after December g, 1922. Subpara. (d)(ii) 
formerly read: 


(ii) any rental expense incurred in respect of a building other 
‘than a prescribed special-purpose building, and 


Pre-RSC History: Paras. 37(8)(a)-(d) were 37(7)(c)-(f). 


Para. 37(7)(d) [now 37(8)(b)] substituted by 1988, c. 55, subsec. 
18(12), applicable after December 15, 1987. Para. Poy) formerly 
read: 


(d) references to scientific research and experimental devel- 

opment relating to a business or class of business include any 

scientific research and experimental development that may 
"lead to or facilitate an extension of that business or, as the 
- case may be, business of that. class. 


Para. 37(7)(€) [now 37(8)(c)] added by 1988, c. 55, subsec. 18(13), 
applicable with respect to expenditures made after December 15, 
1987 other than expenditures made after that date and before 1989 
pursuant to Bails 


(a) an obligation’ entered into in writing before Siar! 16, 
1987; 


'(b) the terms ofa prospectus, preliminary prospectus, offering 
memorandum or registration statement filed before- December 
16, 1987 with a public authority in Canada pursuant to and in 

“accordance with the securities legislation of any province; or 


(c) the terms of an offering memorandum distributed as part of 
an offering of securities where 


(i) the offering memorandum contained a complete or sub- 
‘Stantially complete description of the securities contem- 
plated in the offering as well as the terms and conditions of 
the offering of the securities, 


(ii) the offering memoranduin ' was distributed before ee 
cember 16, 1987, : 


(iii) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 


(iy) the sale of the securities was substantially. in accor- 
dance with the offering memorandum. 


Para. 37(7)(£) [now 37(8)(d)] added by 1988, c. 55, subi. 18(14), 
applicable with respect to 


(a) buildings and leasehold interests acquired after 1987 other 
than a building or leasehold interest acquired before 1990 


(i) pursuant to an obligation entered into in writing before 
June 18, 1987, or 

(ii) the construction of which was commenced before June 
18, 1987 by or on behalf of the taxpayer; 


(b) rental expenses incurred after 1987, other than such rental 
expenses incurred pursuant to a written lease agreement re- 
newed, extended or entered into before June 18, 1987 by the 
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taxpayer or a person with whom the taxpayer did not deal at 
arm’s.length at the time the lease was renewed, extended or en- 
tered into; and 


(c) payments, described in, subpara. 37(7)(f)(iii) made after De- 
cember 15, 1987 other than payments made pursuant to an 
agreement’ entered into in writing before December 16,1987 
with a person with whom the taxpayer deals at arm’s length. 


Subparas. 37(7)(c)@), Gi) [now 37(8)(a)(i), (ii)] substituted by 1986, 
c. 6, subsec. 15(2), applicable with respect to expenditures made in 
taxation years. ending after May 23, 1985. Subparas. 37(7)(©)Q), (ii) 


formerly read: " 


(i) where the referenges occur in subsection (2), include only 
expenditures incurred for and wholly attributable to the pros- 
ecution of scientific research, and- . 


(ii) where the references occur other than in subsection (2), 
include only expenditures incurred for and wholly attributable 
to the prosecution, or the provision of facilities for the prose- 
cution, of scientific, research in Canada; and 


Regulations: 2900(2)-(4) (meaning of “expenditures directly at- 
tributable”); 2903 (prescribed, special-purpose building). 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end. of s. 37. 


Information Circulars: 86-4R3: Scientific research and experi- 
mental development;. 86-4R3 Supplement 1: Automotive industry 
application paper; 86-4R3. Supplement.2: Aerospace.industry appli- 
cation paper; 94-1: Plastics industry application paper; 94-2: Ma- 
chinery and equipment industry application paper; ae at Adminis- 


| trative guidelines for software development. 


| Application Policies: SR&ED Ja Od Eapondinines of sole-pur- 


pose SR&ED performers — para. 37(8)(a) of the Act and 2902(a) 
of the Regulations; SR&ED 96-06: Directly undertaking, supervis- 
ing or supporting v. “directly engaged’ SR&ED salary and wages. 


(9) Salary or wages — For the purposes of 
clauses (8)(a)(ii)(A) and (B), an expenditure of a tax- 


| payer does not include remuneration based on profits 


or a bonus, where the remuneration or bonus, as the 
case may be, is in respect of a aoe employee of 
the taxpayer. 


| History: Subsec. 37(9) added by 1994, c. 8, subsec. 4(4), applica- 


ble to taxation years ending after December 2, 1992. 


(9.1) Limitation re specified employees — For 
the purposes of clauses .(8)(a)(ii)(A) and (B), ex- 
penditures;incurred by. a taxpayer.in.a taxation year 
do not include expenses incurred in the year in re- 
spect of salary or wages of a specified employee of 
the taxpayer to the extent that those expenses exceed 
the amount determined by the formula 


B 
A peda ts 
* 365 


where 

A is 5 times the Year’s Maximum Pensionable 
Earnings (as determined under section 18 of the 
Canada Pension Plan) for the calendar.year in 
which.the taxation year ends; and 


B is the number of days in the taxation year on 
which, the employee is a specified employee of 
the taxpayer. 


Related Provisions: 38(9.2)-(9.5) — Allocation of salary of 
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specified employee of associated corporations. 


History: Subsec. 37(9.1) added by 1997, c. 25, s. 6, applicable to 
taxation years that begin after March 5, 1996. 


(9.2) Associated corporations — Where 


(a) in a taxation year of a corporation that ends in 
a calendar year, the corporation employs an indi- 
vidual. who is a specified employee of ihe 
corporation, 


(b) the corporation is associated with another cor- 
poration (in this subsection and subsection (9.3) 
referred to as the “associated corporation”) in a 
taxation year of the associated corporation that 
ends in the calendar year, and 


(c) the individual is a specified employee of the 
associated corporation in the taxation year of the 
associated corporation that ends in the calendar 
year, 


for the purposes of clauses (8)(a)(i1)(A) and (B), the 
expenditures incurred by the corporation in its taxa- 
tion year or years that end in the calendar year and 
by each associated corporation in its taxation year or 
years that end in the calendar year do not include ex- 
penses incurred in those taxation years in respect of 
salary or wages of the specified employee unless the 
corporation and all of the associated corporations 
have filed with the Minister an agreement referred to 
in subsection (9.3) in respect of those years. 


Related Provisions: 37(9.5) — Certain individuals and partner- 
ships deemed to be associated corporations. ’ 


History: Subsec. 37(9.2) added by 1997, c. 25, s. 6, applicable to 
taxation years that begin after March 5, 1996. 


(9.3) Agreement among associated corpora- 
tions — Where all of the members of a group of as- 
sociated. corporations of which an individual is a 
specified employee file, in respect of their taxation 
years that end in a particular calendar year, an agree- 
ment with the Minister in which they allocate an 
amount in respect of the individual to one or more of 
them for those years and the amount so allocated or 
the total of the amounts so allocated, as the case may 
be, does not exceed the amount determined by the 
formula 


B 
ne Xe tate 
_ 365 


where 


A is 5 times the Year’s Maximum Pensionable 
Earnings (as determined under section 18 of the 
Canada Pension Plan) for the particular calendar 
year, and 


B is the lesser of 365 and the number of days in 
those taxation years on which the individual was 
a specified employee of one or more of the 
corporations, 


the maximum amount that may be claimed in respect 
of salary or wages of the individual for the purposes 
of clauses (8)(a)(ii)(A) and (B) by each of the corpo- 
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rations for each of those years is the amount so allo- 
cated to it for each of those years. 


Related Provisions: 37(9.5) — Certain individuals and partner- 
ships deemed to be associated corporations. 


History: Subsec. 37(9.3) added by 1997, c. 25, s. 6, applicable to 
taxation years that begin after March 5, 1996. 


(9.4) Filing — An agreement referred to in subsec- 
tion (9.3) is deemed not to have been filed by a tax- 
payer unless 


(a) it is in prescribed form; and 


(b) where the taxpayer is a corporation, it is ac- 
companied by 


(i) where its directors are legally entitled to 
administer its affairs, a certified copy of their 
resolution authorizing the agreement to be 
made, and 


(i1) where its directors are not legally entitled 
to administer its affairs, a certified copy of the 
document by which the person legally entitled 
to administer its affairs authorized the agree- 
ment to be made. 


History: Subsec. 37(9.4) added by 1997, c. 25, s. 6, applicable to 
taxation years that begin after March 5, 1996. 


(9.5) Deemed corporation — For the purposes of 
subsections (9.2) and (9.3) and this subsection, each 


(a) individual related to a particular corporation, 
(b) partnership of which a majority interest part- 
ner is 


(i) an individual related to a particular corpo- 
ration, or 


(11) a corporation associated with a particular 
corporation, and 


(c) limited partnership of which a member whose 
liability as a member is not limited is 


(i) an individual related to a particular corpo- 
ration, or 


(ii) a corporation associated with a particular 
corporation, 


is deemed to be a corporation associated with the 
particular corporation. 


History: Subsec. 37(9.5) added by 1997, c, 25, s. 6, applicable to 
taxation years that begin after March 5, 1996. 


(10) Time for election — Any election made 
under clause (8)(a)(ii)(B) for a taxation year by a 
taxpayer shall be filed by the taxpayer on the day on 
which the taxpayer first files a prescribed form re- 
ferred to in subsection (11) for the year. 
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History: Subsec. 37(10) amended by 1996, c.'21, subsec. 9(9), ap- 
plicable to taxation (Seats pe begin after 1995. ns subsec. for- 
merly read: 


(10) Time for election — Any. election under ‘clause 
(8)(a)Gi)(B) made by ‘a taxpayer for a taxation year shall be 
filed with the taxpayer’s return of income under this Part for 
the year. 


Subsec. 37(10) added by 1994, c. 8, subsec. 4), applicable to taxa- 
tion years ending after December: 2, 1992. " 


(11) Filing requirement — Subject to subsection 
(12), no amount in respect of an expenditure that 
would be incurred by a taxpayer in a taxation year 
that begins after 1995 if this Act were read without 
reference to subsection 78(4) may be deducted under 
subsection (1) unless the taxpayer files with the Min- 
ister a prescribed form containing prescribed infor- 
mation in respect of the expenditure on or before the 
day that is 12 months after the taxpayer’s filing-due 
date for the year. 


History: Subsec. 37(11) added by: 1996, ¢c.21,,subsec. 9(10), appli- 
cable to taxation years that begin after 1995. Former subsec. 37(11) 
amended and renumbered as subsec, 37(12). See below. 


Forms: T661: Claim for scientific research and experimental de- 
velopment carried on in Canada. 


(12) Reclassified expenditures — A taxpayer is 
not required to file the prescribed form referred to in 
subsection (11) in respect of an expenditure that 
would be incurred in a taxation year by the taxpayer 
if this Act were read without reference to subsection 
78(4) ‘where the expenditure is reclassified by the 
Minister on an assessment of the taxpayer’s tax pay- 
able under this Part for the year, or on a determina- 
tion that no tax under this Part is: payable by the tax- 
payer for:the year, as an’expenditure in respect of 
scientific research and experimental development. 


Related Provisions: 127(11.4) = Parallel rule for:investment tax 


: (13). Non-arm’s 
_ work — For the purposes,.of this section and sec- 
tions 127 and 127.1, where 
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credit claims. 
History: Subsec. 37(12) sikmbsnd (from 37(11)) and’ amended 


~ by 1996, c. 21, subsec. 9(10), applicable to etek meats that begin 


after 1995. The subsec, formerly read: 


(11) Reclassified expenditures — For the purpose ‘of sub- 
section (1), a taxpayer is not required to file the prescribed 
form referred to in that subsection in respect of an expendi- 
ture incurred in’a taxation year by the taxpayer where the ex- 
penditure is reclassified by the Minister on an assessment of 
the taxpayer’s tax payable under this Part for the year, or on a 

' determination that no, tax under this. Part is payable by the 
taxpayer. for the year, as an expenditure, in. respect of, scien- 
tific research and experimental development. 


Subsec. 37(11) (now. subsec. 37(12)) added by 1995, c. 3 he 
9(2), applicable after February 21, 1994 to expenditures incurred at 
any time. 


length. pantracr—- linked 


(a) work is performed by a Borin: ‘for a person 
or partnership at a time when the person or part- 
nership does not deal at arm’s length with the 
taxpayer, and 

(b) the work would be scientific research and ex- 
perimental development described in paragraph 
2900(1)(d) of the Income: Tax Regulations if it 
were performed by the person:or partnership, 


the work is deemed to be scientific research and ex- 
perimental development. 


History: Subsec. 37(13) added by 1996, c. 21, subsee. 9(10), appli- 
cable to taxation years that begin after 1995. 


Related Provisions [s. 37]: 87(2)(1) — Amalgamations — con- 
tinuing corporation; 127(12.1) — Investment tax meat 256(8) — 
Deemed acquisition of shares. 


Pre-RSC History [s. 37]: The expression “scientific research and 
experimental development” substituted for “scientific research” 
throughout the Act by 1986,.c. 6, subsec. 15(3), applicable, with re- 
spect to taxation years ending after May. 23, 1985. 


Definitions [s. 37]:> “acquired” — 256(7)=(9); “amount” — 
248(1); “approved” —.37(7);.“‘arm’s length”. — 251(1);,“associ- 
ated” ; “available for use” — 13(27)-(32), 248(19); 
“business” == 248(1); “Canada” — 255;:“carrying on business” — 
253; “control” — 256(7)-(9); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “depreciable property” — 13(21), 248(1); “expendi- 
ture” — 37(8)(a), (d), 37(9); “filing-due date” — 150(1), 248(1); 
“individual” — 248(1); “majority interest partner”, “Minister”, 
“person”, “prescribed”, “property” — 248(1); “received” — 248(7); 
“regulation” — 248(1); “related to a business” — 37(8)(b);. “resi- 
dent in Canada” — 250(1); “scientific research and: experimental 
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development” — 37(8), (13), 248(1), Reg. 2900; “specified em- 
ployee” — 248(1); “tax payable” — 248(2); “taxable income” — 
2(2), 248(1); “taxation year” — 11(2), 249; “taxpayer” — 248(1). 
Interpretation Bulletins [s. 37]: IT-121R3: Election to capital- 
ize cost of borrowed money; IT-151R4: Scientific research and ex- 
perimental development expenditures; IT-232R2: Non-capital 
losses, net capital losses, restricted farm losses, farm losses and lim- 
ited partnership losses —their composition and deductibility in 
computing taxable income. 


37.1 (1) Additional allowance for scientific 
research and experimental development — 
In computing the income for a taxation year of a cor- 
poration that carried on business in Canada, other 
than a corporation referred to in subsection (2), there 
may be deducted an amount (in this section referred 
to. as the “research allowance” of the corporation) 
equal to 50% of the amount, if any, by which © 


(a) the qualified expenditure made by the corpo- 
ration in the year 


exceeds 
(b) the total of 


(i) the expenditure base of the corporation for 
the year, and 


(11) the total of all amounts each of which is an 
amount paid to the corporation in the year by 


(A) Her Majesty in right of Canada or a 
province in respect of scientific research 
and experimental development to the ex- 
tent that the amount may reasonably be 
considered to relate to 


(1) the qualified expenditure made by 
the corporation in taxation years ending 
after. 1977, or 


(II) the cost of or depreciation on any 
research property of the corporation, 


(B) another corporation resident in Canada 
for scientific research and experimental 
development related to the business of that 
other corporation, or 


(C) a corporation not resident in Canada if 
it is entitled to a deduction under subpara- 
graph 37(1)(a)(v) of the Income Tax Act, 
chapter 148 of the Revised Statutes of 
Canada, 1952, in respect of the amount so 
paid. 

Pre-RSC History: Cl. 37.1(1)(b)(ii)(A) amended by 1979, c. 5, s. 

10, applicable to taxation years ending after 1977. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(2) idem, where corporations associated — In 
computing the income for a particular taxation year 
of a corporation that carried on business in Canada 
and that was associated in the particular year with 
one or more other such corporations, there may be 
deducted an amount (in this section referred to as the 
“research allowance” of the corporation) determined 
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in accordance with the following rules: 


(a) determine the amount in respect of the corpo- 
ration by which the qualified expenditure made 
by the corporation in the particular year exceeds 
the total that would have been described in para- 
graph (1)(b) in respect of the corporation for the 
particular year if subsection (1) had applied to the 
corporation, 


(b) determine the amount, if si by which the 
total of 


(i) the qualified expenditure made by the cor- 
poration in the particular year, and 


(ii) the total of all amounts each of which is 
the qualified expenditure made by another 
corporation associated in the particular year 
with the corporation, in the other corpora- 
tion’s taxation year that ended in the calendar 
year in which the particular year ended, 


exceeds 
(iii) the total of 


(A) the expenditure base of the corporation 
for the particular year, 


(B) the expenditure base of each other cor- 
poration associated in the particular year 
with the corporation for that other corpora- 
tion’s taxation year that ended in the calen- 
dar year in which the particular year en- 
ded, and 


(C) the total of all amounts each of which 
is an amount that would be described in 
subparagraph (1)(b)(ii) if subsection (1) 
were applicable 


(1) paid to the corporation in the partic- 
ular year, and 


(ID) paid to another corporation associ- 
ated in the particular year with the cor- 
poration, if paid in the other corpora- 
tion’s taxation year that ended in the 
calendar year in which the particular 
year ended, 


(c) determine the total of 


(i) the amount determined under paragraph (a) 
in respect of the corporation for the year, and 


(ii) the total of all amounts each of which is 
the amount determined under paragraph. (a) 
for another corporation that is associated in 
the particular year with. the corporation in re- 
spect of the other corporation’s taxation year 
that ended in the calendar year in which the 
particular year ended, and 


(d) determine the amount that is 50% of that pro- 
portion of the amount determined under para- 
graph (b) that 


(i) the amount determined under paragraph (a) 
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is of ° 
(ii) the total determined under paragraph (c), 
and the amount determined under paragraph (d) is 
the amount of the research. allowance that. may be 
deducted in computing the.income for the particular 
year of the corporation. 


(3) Inclusion ‘in income where research 
property disposed of — Where at any time in a 
particular taxation year a corporation has disposed of 
a research property (other than to a corporation with 
which it was associated in the year in a transaction to 
which subsection 85(1) or 88(1) applied), there shall 
be included in computing the income of the corpora- 
tion for the year an amount equal to the lesser of 


(a) 50% of the lesser of 


(1) the fair ‘market value.at that time of the 
property, and 


(ii) the ‘capital cost‘to: the corporation’ of the 
property at that time, and 


(b) the amount, if any, by. which the total of 


(i) all amounts each of which is the research 
allowance deducted in computing the income 
of the corporation for any taxation year com- 
mencing before that time, and . 


(ii) all amounts each.of whichis an, amount in 
respect of another corporation associated in 

., the particular year with the corporation, equal 
to the research allowance deducted in comput- 
ing the income of the other corporation for 
any taxation year ending in or before the par- 
ticular year; 


exceeds the total of all amounts each of which is 
an amount in respect of a disposition of property 
before that time, that was 


(iii) an amount included by. virtue of Ais sub- 
section in computing the income of the corpo- 
ration for any taxation year commencing 
before that time, or ) 


(iv).an- amount in respect of another corpora- 
tion associated in, the, particular year with. the 
corporation included by virtue of this subsec- 
tion in computing the income of that other 
corporation for any taxation year ending i in or 
before the particular year. 


(4) Capital. cost... of research property 
disposed of to associated corporation — For 
the purposes of this subsection and subsection (3), 
where at any time in a taxation year subsection 85(1) 
or 88(1) applied with respect to a disposition of re- 
search property by a particular corporation to an- 
other corporation with which it was associated in the 
year, : 


(a) the property shall.be deemed to be.a research 
property of the other corporation; and 


(b) where the capital cost'to the particular corpo- 


S. 37.1(5) exp 


ration of the property exceeds its proceeds of dis- 
position, the capital cost to the other corporation 
shall be deemed to be the amount that was the 
capital cost thereof to the particular corporation. 


(5) Definitions — In this section, 


Pre-RSC History: The opening words of subsec. 37.1(5) included 
references to subsecs. 87(2) and 88(1.4). See now subsecs. 87(2.01) 
and 88(1.41). 


“base period” of a corporation for a particular taxa- 
tion year means, except as provided in paragraph 
87(2)(.1), the period commencing 


(a) where the corporation has 3 consecutive taxa- 
tion years commencing at any time after the end 
of its. 1976 taxation year and ending immediately 
before the particular year, on the Lins ey of the 
first of those 3 years, and 


(b) in any other case, on the later of the first day 
of its first taxation year and. the Hist day, of its 
1977 taxation year 


and: ending immediately before ‘the jae So of the 
particular taxation year; 


Pre-RSC History: The definition 
37.1(5)(a). 


“base period” was para. 


“expenditure base” of a corporation for a particular 
taxation year means the product obtained when the 
amount, if any, by which 


(a) the total of all amounts each of which is the 
qualified expenditure made by the corporation in 
a taxation year in its base period (or, in the case 
of a new corporation within the meaning of sub- 
section 87(1), made by the PEReraaP in its base 
period), 


exceeds 


(b) the total of all aislbunts paid to the corporation 
by 
(i) Her Majesty in night of Canada or a prov- 
ince in respect of scientific research and ex- 
perimental development to the extent that the 
amount may reasonably be considered to re- 
late to 


(A) the qualified expenditure made by the 
corporation in taxation years ending after 
1976, or 


(B) the cost of or depreciation on any re- 
search property of the corporation, 


_,(ii) another corporation resident in Canada for 
scientific research and experimental develop- 
ment related to the business of that other cor- 
poration, or 


(iii) a corporation not redone in Canada if it 
was. entitled to..a deduction under .subpara- 
graph 37(1)(a)(v) in respect of the amount so 
paid 


in a taxation year in its base period’ (or, in the 
case ‘of a new corporation within the meaning of 
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subsection 87(1), paid to the corporation in its 
base period), 


is multiplied by the proportion that the number of 
days in the particular year is of the number of days 
in its base period; ; 
Pre-RSC History: The definition “expenditure base” was para. 
37.1(5)(b). See Table of Concordance. 


Cl. 37.1(5)(b)(ii)(A) amended by 1979, c. 5, s. 10, applicable to tax- 
ation years ending after 1977. 


“qualified expenditure” made by a corporation ina 
taxation year means the total of expenditures (other 
than prescribed expenditures) each of which is 


(a) an expenditure, in respect of scientific’ re- 
search and experimental development carried on 
in Canada, made by it in the year and described 
in paragraph 37(1)(a), 


(b)' an expenditure made by it in the year to ac- 
quire property that has not been used for any pur- 
pose whatever before it was acquired by the cor- 
poration and that.is an expenditure described in 
subparagraph 37(1)(b)(1), or 


(c) a payment made by it in the year to Her Maj- 

esty in right of Canada or a province to the extent 

that it may reasonably be considered to be a re- 

payment of an, amount described in clause 

(1)(b)G@i)(A) with regard to. that corporation; 
Pre-RSC History: The definition “qualified expenditure” was 
para. 37.1(5)(c). 


Subpara. 37.1(5)(c)(ii1) added by 1979, c, 5, s. 10, applicable to tax- 
ation years ending after 1977. 


Regulations: 2901. (prescribed. expenditures). 


“research property” of a corporation means prop- 
erty referred to in paragraph (b) of the definition 
“qualified expenditure” in this subsection acquired 
by virtue of an expenditure made by the corporation 
after the end of its 1977 taxation year; 


Pre-RSC History: The definition “research property ” was para. 
37.1(5)(d). 


“scientific research and experimental develop- 
ment” has the meaning given to that expression by 
regulation. 


Pre-RSC History: The definition “scientific: research and experi- 
mental development” was para. 37.1(5)(e). 


Regulations: 2900. 


(6) When certain qualified expenditures 
deemed to be made — Where a corporation has 
in a taxation year ending in a particular calendar year 
made a payment to another corporation with which it 
is associated in the taxation year, 


(a) if the payment would, but for this paragraph, 
be included in the qualified expenditure made by 
the corporation in the taxation year, such portion 
of the payment as may reasonably be regarded as 
a payment: for or on account of a scientific re- 
search and experimental development expendi- 
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ture to be made by the other corporation in a tax- 
ation year (in this paragraph referred to as a 
“subsequent year’) ending after the particular cal- 
endar year shall be deemed, for the purposes of 
this section, not to have been paid at the time at 
which it was actually paid, but to have been paid 
on the last day of the subsequent year; and 


(b) if the payment is received by the other corpo- 
ration in a taxation year ending in a calendar year 
preceding the particular calendar year, the pay- 
ment shall, if it may reasonably be regarded as a 
payment for or on account of a scientific research 
and experimental development expenditure to be 
made by the other corporation in a taxation year 
(in this paragraph .referred to as the “specified 
year’) following the year in which the payment 
was received by it, be deemed, for the purposes 
of this section, not to have been paid to the other 
corporation in the taxation year in which it was 
actually paid, but to have been paid on the last 
day of the specified year. 


(7) Certain corporations deemed to be asso- 
ciated — For the purpose of computing the research 
allowance of a particular corporation for a taxation 
year, where another corporation other than a corpo- 
ration that was 


(a) a predecessor corporation (within the meaning 
of subsection 87(1)) in respect of the particular 
corporation or in respect of a corporation associ- 
ated: with the particular corporation in the year, or 


(b) a subsidiary corporation (within the meaning 
assigned to the expression “subsidiary” by sub- 
section 88(1)) that was wound up before the taxa- 
tion year, if its parent corporation (within the 
meaning assigned to the expression “parent” by 
that subsection) was the particular corporation or 
a corporation associated with the particular cor- 
poration in the year, 


was not associated with the particular corporation in 
the year but was associated with the particular corpo- 
ration in a taxation year in the particular corpora- 
tion’s base period for the year, and 


(c) all or substantially all of the property of the 
other corporation used by it in carrying on any 
business during that base period, was. acquired in 
any manner whatever by the particular corpora- 
tion, or by one or more corporations associated 
with the particular corporation in the year, 


that other corporation shall (notwithstanding that it 
may have ceased to exist) be deemed to be a corpo- 
ration 


(d) associated with the particular corporation in 
the year, and 


(e) that had taxation years ending on anniversa- 
ries of the last day of its taxation year in which it 
was last associated with the particular 
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37.3 Application of subsecs. 37.1(1) and 
(2) — Notwithstanding ‘section 37.2, subsections 
37.1(1) and (2) do not apply to a taxation year of a 
corporation that ends after October 1983 unless. 


corporation. 


Pre-RSC History [s. 37.1]: The expression “scientific research 
and experimental development” substituted for “scientific research” 
by 1986, c. 6, subsec. 15(3), applicable with respect to taxation 
years ending after May 23, 1985. 


S. 37.1 added by 1977-78, c. 32, subsec. Seb For application, see 
37.2 and 37.3. 


Definitions [s. 37.1]: “amount” — 54801): “associated” — 
37.1(7), 256; “corporation” — 248(1), Interpretation Act 35(1); 
“property” — 248(1); “resident in Canada” — 250; “research allow- 
ance” — 37(1); “taxation year” — 249. 


Interpretation Bulletins [s. 37.1]: IT-121R3: Election to capi- 
talize cost of borrowed money; IT-151R4: Scientific research and 
experimental development expenditures; IT-232R2:.Non-capital 
losses, net capital losses, restricted farm losses, farm losses and lim- 
in 


computing taxable income. 


37.2 (1) Application of section 37.1 — Section 
37.1 is applicable to taxation years ending after 1977 
and before 1989 except that, | 


(a) in its application to any taxation year com- 
mencing before 1978, the research allowance of a 
corporation shall be that proportion of the re- 
search allowance otherwise deductible that the 
number of days in the taxation year after 1977 is 
of the number of days in the taxation year; 


(b) in its application to a taxation year ending af- 
ter 1987, the research allowance of a corporation 
shall be that proportion of the research allowance 
otherwise deductible that the number of days in 
the taxation year before 1988 is of the number of 
days in the taxation year; and 


(c) with respect to the disposition of a research 
property, section 37.1 is applicable to the 1978 
and subsequent taxation years. 


(2) Idem — Words and expressions used in Saboee:! 
tion (1) have the meanings assigned by section 37.1. 


Related Provisions: 37.3 — Expiry of s. 37.1. 


(a) in the case of a particular taxation year that 
includes November .1, 1983, the corporation 
elects in its return of income under Part I for the 
year to have those subsections apply, in, which 


case each corporation that was associated with 


the corporation in the year shall be deemed to 
have so elected in respect of its taxation year that 
ended in the calendar year in Whigs the particular 
taxation year ended; or 


-.(b) the qualified expenditure Gili the meaning 


assigned by subsection 37.1(5)) made by the cor- 
poration in the year includes 


(i) an expenditure that the corporation was ob- 
ligated to make pursuant to an agreement in 
writing entered into by the eaorparanon patene 
April 20, 1983, or 


(41) an expenditure that the corporation was 
obligated to make in respect of a project pur- 
suant to an agreement in writing entered into 
by the corporation before November 2, 1983, 
where ‘the project commenced before 1984 
and proceeded without undue delay; and: ar- 
rangements, évidenced’ by writing, respecting 
the project were asco tlh evenced before 
April 20, 1983, 


and the corporation elects in its return of 1 income 
under Part I for the taxation year to have those 
subsections apply, in which case the amount that 
may be deducted under section 37.1 in computing 
the income of the corporation for the year shall 
be that proportion of the amount thereof that 
could, but for this section, have been so deducted 
by the corporation (on the assumption that it is 
not associated in the year with any other corpora- 
tion) that 


(iii) an amount equal to the total of expendi- 
tures made by the corporation in the year each 
of which is an expenditure described in the 
definition “qualified. expenditure” in subsec- 
tion 37.1(5).andis made pursuant to an agree- 
ment referred to in subparagraph oe or Gy) 


is of 


(iv) the qualified expenditure fal 8 the 
meaning assigned by. subsection. 37.1(5)) 
made by the corporation in the year.” 


Origin of s. 37.2: R.S.C. 1985, c. 1 (Sth Supp.) (formerly an 
application rule in 1977-78, c. 32, s. 6). 


Origin of s. 37.3: R.S.C. 1985, c. 1 (Sth Supp.) (formerly an 
application rule in 1984, c. 1,'s. 11). 
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Subdivision c — Taxable Capital 
Gains and Allowable Capital Losses 


38. Taxable capital gain and allowable capital 
loss — For the purposes of this Act, 


(a) a taxpayer’s taxable capital gain for a taxation 
year from the disposition of any property is */s of 
the taxpayer’s capital gain for the year from the 
disposition of that property; 


Selected Cases [para. 38(a)]: Sani Sport Inc. y. Canada, [1990] 
2 C.T.C. 15 (FCA) (Part of expropriation compensation paid for 
loss of business use of land was capital). 


(b) a taxpayer’s allowable capital loss for a taxa- 
tion year from the disposition of any property is 
*/s of the taxpayer’s capital loss for the year from 
the disposition of that property; and 


(c) a taxpayer’s allowable business investment 
loss for a taxation year from the disposition of 
any property is 7/4 of the taxpayer’s business in- 
vestment loss for the year from the disposition of 
that property. 


Selected Cases [para. 38(c)]: Windrim v. Canada, [1991] 1 
C.T.C. 271 (FCTD) (Only portion of land necessary to use and en- 
joyment of mobile home). 


Related Provisions [s. 38]: 11(2) — Fiscal (business) year of 
individual does not apply for purposes of subdivision c; 39 — Capi- 
tal gains and losses; 83(2), 89(1)“capital dividend account’’(a)(1) — 
Untaxed '/4 of gain can be distributed free of tax by corporation as 
capital dividend; 96(1.7) — Partnerships and their members — 
gains and losses; 100(1) — Disposition of an interest in a partner- 
ship; 104(21) — Flow-through of taxable capital gain from trust to 
beneficiary; 110.6 — Capital gains exemption; 111(8)“net capital 
loss” — Carryover of unused allowable’ capital loss; 
127.52(1)(d)(i) — Untaxed '/4 of gain added to income for minimum 
tax purposes; 133(1)(d) — Non-resident-owned investment corpora- 
tion fully taxed on gains; 142.5(6) — Transitional allowable capital 
loss re mark-to-market property; 142.5(9)(e) — Deemed taxable 
capital gain where mark-to-market property acquired by financial 
institution on rollover; 248(1)‘‘allowable business investment loss’, 
248(1)“allowable capital loss”, 248(1)“taxable capital gain” — Def- 
initions in s. 38 apply to entire Act; Canada-U.S. tax treaty, Art. 
XIII — Gains. 


Pre-RSC History [s. 38]: S. 38 amended by 1988, c. 55, s. 19, to 
substitute “°/s” for “'/2” in each of paras. (a), (b), (c), and to substi- 
tute “Taxable capital gain” for “Meaning of taxable capital gain” in 
the heading, applicable to taxation years and fiscal periods ending 
after 1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the references to “?/s” shall be read as references to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the references to “/s” shall, 
in respect of the corporation for the year, be read as references 


Income Tax Act, Part I, Div. B 


to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of */; that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the references to ““/s” shall; in respect of the corporation for the 
year, be read as references to the fraction determined as the ag- 
gregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii) that proportion of 7 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Paras. 38(d), (e) repealed by 1986, c. 6, s. 16, applicable to 1986 et 
seq. Paras. 38(d), (e€) formerly read: 


(d) a taxpayer’s taxable capital gain for a taxation year from 
an indexed security investment plan is ‘2 of the amount, if 
any, by which 


(i) the taxpayer’s capital gain for the year from the plan 
exceeds 


(ii) the aggregate of all amounts, other than a commission 
or an amount that may reasonably be considered to relate 
to a commission, paid by»the taxpayer in the year to a 
person for services in respect of the administration of the 
plan; and 


(e) a taxpayer’s allowable capital loss for a taxation year from 
an indexed security investment plan is 2 of the aggregate of 


(i) the taxpayer’s capital loss, if any, for the year from the 
plan, and 


(ii) the amount, if any, by which 


(A) the aggregate of all amounts, other than a com- 
mission or an amount that may reasonably be consid- 
ered to relate to a commission, paid by the taxpayer 
in the year to a person for services in respect of the 
administration of the plan 


exceeds 


(B) the taxpayer’s capital gain, if any, for the year 
from the plan. 


Paras. 38(d), (e) added by 1984, c. 1, s. 12, applicable to taxation 
years ending after September 30, 1983. 


Para. 38(c) added by 1977-78, c. 42, s. 2, applicable to 1978 et seq. 


Selected Cases [s. 38]: Fortino v. Canada, [1997] 2 C.T.C. 
2184 (TCC) (Non-competition agreement proceeds not capital 
gain); Haslam et al. v. The Queen, [1988] 1.C.T.C. 153, (FCTD) 
(Land values determined using “cost of development” approach); 
Doral Holdings Ltd. v. The Queen, [1987] 1 C.T:C. 398 (FCTD) 
(Mere possibility of future development could’ not considerably in- 
crease value of land acquired in 1971); The Queen v. Demco Man- 
agement Ltd., [1986] 1 C.T.C. 92 (FCA) (Where property sold as a 
going concern, purchase price need not be broken.down into com- 
ponent parts); Yager v. The Queen, [1985] 1 C.T.C. 89 (FCTD) 
(Valuation Day value of shares determined using double capitaliza- 
tion of intangibles method); The Queen v. Waddell, Hugh, Ltd., 
[1983] C.T.C. 270 (FCA) (Fair market value accepted as Valuation 


256 


Subdiv. c — Taxable Capital Gains 


Day value where ‘shares had “retention value” beyond that. deter- 
mined using formula); Community Shopping Developments Ltd. v. 
The Queen, [1983] C.T.C. 60 (FCTD) (Taxable capital. gain deter- 
mined as proportion of capital gain.equal to years of ownership after 
Valuation Day, over total years of ownership); Smith v. The. Queen, 
[1981] C.T.C. 476 (FCTD) (Revenue officer. subject to examination 
for discovery on appraisal); National System of Baking of Alberta 
Ltd. v. The, Queen, [1980] C.T.C. 237 (FCA) (Valuation Day. value: 
determined without adjustment for possible takeover. bid); Connor 
v. The Queen, [1979] C.T.C. 365 (FCA) (Expert evidence of Valua- 


tion Day value rejected in favour of Court’s criteria); Littler v. 


MNR, [1976] C.T.C. 379 (FCTD); aff'd on other grounds [1978] 
C.T.C. 235 (FCA) (Fair market value was price listed on stock ex- 
change despite premium paid for control). 

Definitions [s. 38]: “business investment loss” — 39(1)(c), 
248(1); “capital gain” — 39(1)(a), 248(1); “capital loss” — 
39(1)(b), 248(1); “disposition” — 54; “property” — 248(1); “taxa- 
tion year” — 249; “taxpayer” — 248(1). 

Interpretation Bulletins [s. 38]: IT-484R2: Business investment 
losses. 5 


39. (1) Meaning of capital gain and capital 
loss [and business investment loss] — For 
the purposes of this Act, 


(a) a taxpayer’s capital gain for a taxation year 


from the disposition of any property is the tax-. 


payer’s gain for the year determined under this 
subdivision (to the extent of the amount: thereof 
that would not, if section 3 were read without ref- 
erence to the expression “other than a taxable 
capital gain from the disposition of a property” in 
paragraph 3(a) and without reference to para- 
graph 3(b), be included in computing the tax- 
payer’s income for the year or any other taxation 
year) from the disposition of any property of the 
taxpayer other than 
(1) eligible capital property, 
(i.1) an object that the Canadian Cultural 
Property Export Review Board has deter- 
mined meets the criteria set out in paragraphs 
29(3)(b) and (c) of the Cultural Property Ex- 
port and Import Act and that‘ has been dis- 
posed of, 


(A) in the case of a gift to which subsec- 
tion 118.1(5) applies, within the period 
ending 36 months after the death of the 
taxpayer or, where written application 
therefor has been made to the Minister by 
the taxpayer’s legal representative within 
that period, within such longer period as 
the Minister considers reasonable in the 
circumstances, and 


(B) in any other case, at any time, 


to an institution or a public authority in Can- 
ada that was, at the time of the’ disposition, 
designated under subsection 32(2) of that Act 
either generally or for a specified purpose re- 
lated to that object, 


(11) a Canadian resource property, 
(11.1) a foreign resource property, 


S. 39(1)(c)(iv)(C) 


(11.2) a-property to the disposition of which 
subsection 142.4(4) or (5) or 142.5(1) applies, 
(iii) an insurance policy, including a life insur- 
ance policy, except for that part of a life insur- 
ance policy in respect of which a policyholder 
is deemed by paragraph 138.1(1)(e) to have an 
interest in a related segregated fund trust, 


(iv). a timber resource property, or 


(v) an interest of a beneficiary under.a mining 
. > reclamation trust; 
Selected Cases [para. 39(1)(a)]: Sani Sport Inc. v. Canada, 
[1990] 2'C:T.C. 15 (FCA) (Part of expropriation compensation paid 
for loss of business use of land. was capital); Dumais v. MNR, 
[1990] 1 C.T.C. 342 (FCTD) (Capital gain from disposition of com- 
munity property taxable to husband alone). . 
(b) a taxpayer’s capital loss for a taxation year 
from. the disposition.of any property is the tax- 
payer’s loss for the year determined under this 
subdivision (to the extent of the amount thereof 
that would not, if section 3 were read in the man- 
ner described in paragraph (a) of this subsection 
and without reference to the expression “or the 
taxpayer’s allowable business investment loss for 
the year” in, paragraph 3(d), be deductible in 
computing the taxpayer’s income for the year or 
-any other taxation year) from the disposition of 
any property of the taxpayer other than 
(i) depreciable property, or 
(ii) property described in any of subpara- 
graphs (a)(i), (ii) to (iii) and (v); and 
Selected Cases [para. 39(1)(b)]: Sénécal (J.G.) v. MNR, [1993] 
2 C.T.C. 2218 (TCC) (Proceeds of disposition of land equal to cash 
and face value of promissory note received, despite evidence that 
note’s value nil). 
(c) a taxpayer’s business investment loss for a 
taxation year from the disposition of any property 
is the amount, if any, by which the taxpayer’s 
- capital loss for the year from a disposition after 
1977 


(i) to which subsection 50(1) applies, or 


(ii) to a person with whom the taxpayer was 
dealing at arm’s length 


of any property that is 


(iii) a share of the capital stock of a small bus- 
iness corporation, or 


(iv) a debt owing to the taxpayer by a Cana- 
dian-controlled private’ corporation (other 
than, where the taxpayer is a corporation, a 
debt owing to it by a corporation with which it 
does not deal at arm’s length) that is 


(A) a small business corporation, 


(B) a bankrupt (within the meaning as- 
signed by subsection 128(3)) that was a 
small business corporation at the time it 
last became a bankrupt, or 


(C) a corporation referred to in section 6 of 
the Winding-up and Restructuring Act that 
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was insolvent (within the meaning of that 
Act) and was a small business corporation 
at the time a winding-up order under that 
Act. was made in respect of the 
corporation, 


exceeds the total of 


(v) in the case of a share referred to in subpar- 
agraph (iii), the amount, if any, of the increase 
after 1977 by virtue of the application of sub- 
section 85(4) in the adjusted cost base to the 
taxpayer of the share or of any share (in this 
subparagraph referred to as a “replaced 
share”) for which the share or a replaced share 
was substituted or exchanged, 
Selected Cases [subpara. 39(1)(c)(v)]: Reeson Investments 
Ltd. v. Canada, [1990] 2 C.T.C. 190 (FCTD) (Conversion of capital 
loss to business investment loss prevented in transactions between 
associated companies; transfers of business investment loss 
permitted). 


(vi) in the case of a share referred to in sub- 
paragraph (iii) that was issued before 1972 or 
a share (in this subparagraph and subpara- 
graph (vii) referred to as a “substituted share’’) 
that was substituted or exchanged for such a 
share or for a substituted share, the total ofall 
amounts each of which is an amount received 
after 1971 and before or on the disposition of 
the share or an amount receivable. at the time 
of such a disposition by 


(A) the taxpayer, 


(B) where the taxpayer is an individual, the 
taxpayer’s spouse, or 


(C) a trust of which the taxpayer or the 
taxpayer’s spouse was a beneficiary 


as a taxable dividend on the share or on any 
other share in respect of which it is a substi- 
tuted share, except that this subparagraph 
shall not apply in respect of a share or substi- 
tuted share that was acquired after 1971 from 
a person with whom the taxpayer was dealing 
at arm’s length, 


(vii) in the case of a share to which subpara- 
graph (vi) applies and where the taxpayer is a 
trust referred to in paragraph 104(4)(a), the to- 
tal of all amounts each of which is an amount 
received after 1971 or receivable at the time 
of the disposition by the settlor (within the 
meaning assigned by subsection 108(1)) or by 
the settlor’s spouse as a taxable dividend on 
the share or on any other share in respect of 
which it is a substituted share, and 


(viii) the amount determined in respect of the 
taxpayer under subsection (9) or (10), as the 
case may be. 
Related Provisions: 12(1)(z.1) — Disposition of interest in min- 
ing reclamation trust; 39(2) — Capital gains and losses in respect of 
foreign currencies; 39(3) — Gain — purchase of bonds by issuer; 
39(12) — Guarantees; 40 — Calculation of gain or loss; 55(2) — 
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Deemed capital gain on certain dividends; 80.03(2), (4) — Deemed 
capital gain on disposition of property following debt forgiveness; 
100(4) — Reduction in capital loss on disposition of partnership in- 
terest; 110.6 — Capital gains exemption; 118.1(7.1) — Gifts of cul- 
tural property; 136 — Cooperative can be private corporation for 
39(1)(c); 144(4) — Deemed capital gain from employees profit 
sharing plan; 248(1)“capital gain”, 248(1)“capital loss” — Defini- 
tions in 39(1) apply to entire Act; 252(4) — Extended meaning of 
“spouse”; Canada-U.S. tax treaty, Art. XIII — Gains. 


History: Cl. 39(1)(c)(iv)(C) amended by 1996, c. 6, subsec. 167(2), 
to substitute “Winding-up and Restructuring Act” for “Winding-up 
Act”, effective June 28, 1996. 


Subpara. 39(1)(a)(ii.2) added by 1995, c. 21, subsecs. 49(1), (2), ap- 
plicable to dispositions of property occurring after February 22, 
1994, Subpara. (i1.2) formerly read: 
(ii) property described in subparagraph (a)(1), (11), (11.1), (i11) 
or (v); and 
Subpara. 39(1)(a)(v) added by 1995, c. 3, subsec. 10(1), applicable 
to taxation years that end after February 22, 1994. 


Subpara. 39(1)(b)(ii) amended by 1995, c. 3, subsec. 10(2), applica- 
ble to taxation years that end after February 22, 1994. Subpara. (11) 
formerly read: 


(11) property described in subparagraph (a)(1), (ii) or (ii1); and 
Subpara. 39(1)(a)(i.1) substituted by 1994, c. 7, Sch. I (1991, c. 


49), subsec. 22(1), applicable with respect to dispositions occurring 
after December 11, 1988. Subpara. 39(1)(a)G.1) formerly read: 


(i.1) an object that the Canadian Cultural Property Export Re- 
view Board has determined meets all criteria set out in 
paragraphs 23(3)(b) and (c) of the Cultural Property Export 
and Import Act and that has been disposed of, 


(A) in the case of a gift to which subsection 118.1(5) ap- 
plies, within 15 months after the death of the taxpayer or 
such longer period as is reasonable in the circumstances, 
and 


(B). in any other case, at any time, 


to an institution or public authority in Canada that was at the 
time of the disposition designated under subsection 32(2) of 
that Act either generally or for a purpose related to that 
object, 


Subpara, 39(1)(c)(iv) substituted by 1994, c. 7, Sch. IH (1991, c. 49), 
subsec. 22(2), applicable to 1987 et seg. Subpara. 39(1)(c)(iv) for- 
merly read: 


(iv) a debt owing to the taxpayer by a small business corpora- 
tion other than, where the taxpayer is a corporation, a debt 
owed to it by a small business corporation with which it does 
not deal at arm’s. length 
Pre-RSC History: Cl. 39(1)(a)(i.1)(A) amended by 1988, c. 55, 
subsec. 20(1), to substitute “subsection 118.1(5)” for “subsection 
110(2.1)”, applicable to 1988 et seq. 
Subpara. 39(1)(a)(v) repealed, subpara. 39(1)(b)(ii1) amended to de- 
lete “or (v)’, and subpara. 39(1)(c)(vili) added, by 1986, c. 6, sub- 
secs. 17(1), (2), (4), applicable to 1986 et seq. Subpara. 39(1)(a)(v) 
formerly read: 
(v) an indexed security. 


Subparas. 39(1)(c)(iii) and (iv) amended to substitute “small busi- 
ness” for “Canadian-controlled private” and “a small business cor- 
poration” for “another corporation”, by 1986, c. 6, subsec. 17(3), 
applicable (by subsec. 17(7) as amended by 1986, c. 55, s. 80) with 
respect to dispositions made after 1985. 

Subpara. 39(1)(a)(ii) substituted and subpara. 39(1)(a)(ii.1) added 
by 1985, c. 45, subsec. 14(1), applicable to taxation years com- 
mencing after 1984. Subpara. 39(1)(a)(ii) formerly read: 

(ii) property referred to in any of paragraphs 59(2)(a) to (e), 

Subpara. 39(1)(c)(vi) substituted by 1985, c. 45, subsec. 14(2), ap- 
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plicable to 1984 et seg. Subpara. 39(1)(c)(vi) formerly read: 


(vi) in the case of a share referred to in subparagraph (iii) that 
was issued before 1972 (other than a share that was acquired 
after 1971 from a person with whom the taxpayer was dealing 
at arm’s length) or a share (in this subparagraph and subpara- 
graph (vii) referred to as a “substituted share”) that was sub- 
stituted or exchanged for such a share or for a substituted 
share, the aggregate of all amounts each of which is an 
amount received after 1971 and before or upon the disposi- 
tion of the share or an amount receivable at the time of such a 
a disposition by ‘ 


— (A) the taxpayer, 
(B) where the taxpayer is an individual, his spouse, or 


(C) a trust of which the taxpayer or his spouse was a 
beneficiary ‘ 
as a taxable dividend on the share or on any yiother share in 
respect of which it is a substituted share, and. 
Subpara. 39(1)(a)(v) added, subpara. 39(1)(b)(ii) ‘substituted by 
1984, c. 1, subsecs. 13(1), (2), applicable to taxation years ending 
after September 30, 1983. Subpara. 39(1)(b)(ii) substituted to sub- 
stitute “(a)(i), Gi), (a1) or (v)” for “(a)(), (i1) or (ail). 


Subpara. 39(1)(a)(iii) substituted by 1980-81-82-83, c. 140, subsec. 


| 


18(1), applicable with respect to dispositions occurring after No-— 


vember 12, 1981, except that with respect to the disposition of in- 
surance policies other than life insurance policies, it is applicable to 
1980 et seq. Subpara. 39(1)(a)(iii) formerly read: 


. (ili) a.life insurance policy within the meaning of séction 138 
(except for that part of a,policy in respect of which a policy- 
holder is deemed by paragraph 138.1(1)(e) to have an interest 
in a related segregated fund trust and an annuity contract that 
is not a life annuity contract, as defined by regulation), or 


Subpara. 39(1)(a)(i.1) substituted by 1980-81-81-83, c. 48, subsec. 


16(1), applicable with respect to any transfer of property occurring — 


as a consequence of the death of:a taxpayer occurring:after wonton 
bet. 5,<1977. 


All that portion SR para. 30¢1)(c) following subpara. (iv) substituted 
by. 1980-81-82-83, c. 48, subsec. 16(2), applicable with respect to 
dispositions of property occurring after December 11, 1979. That 
portion formerly read: 


exceeds the aggregate of 


(v) the amount, if any, of the increase after 1977. in the 
adjusted cost. base to the taxpayer of the property by. vir- 
tue of the application of subsection 85(4), and, 


(vi) in the case of a share referred to in subparagraph (iii) 
that was issued before. 1972 or a share (in this subpara- 

_ graph referred to as.a “substituted share”) that was substi- 
tuted or exchanged for a share issued before 1972 or for a 
substituted share, the aggregate of all amounts received, 
after 1971 and before the disposition, by the taxpayer or 
any person with whom he was not dealing at arm’s length 
as a taxable dividend on the share and any other share in 
respect of which it a substituted share. 


Paras. 39(1)(b), (c) substituted by 1979, c. 5, s.-11, para, 39(1)(b) 
applicable to 1978 et seg., para. 39(1)(c) applicable in respect of 
dispositions occurring after November 16, 1978. Paras. 39(1)(b), (c) 
formerly read: 


(b) a taxpayer’s ; capital loss boa a taxation year for the. dis- 
_ position of any. property is his loss for the year determined 
under this subdivision (to the extent of the amount thereof 
that would not, if section 3 were read in the manner described 
in paragraph (a) of this subsection, be deductible in comput- 
ing his income for the year or any other taxation year) from 
the disposition of any property of the taxpayer other than 


(i) depreciable property, or 


$:39(1) 


(ii) property described in a aes fate (it) or (1ii);" 
_ and. 


(c) a taxpayer’s business investment loss for a taxation year 
from the disposition of any property is the amount, if any, by 
which ~ 


(i). his loss for the year determined under this subdivision 

(to the extent of the amount thereof that would not, if 

section 3 were read in the manner described in paragraph 

(a) of this subsection, be deductible in computing: his in- 

_,.come for the year or any other taxation year) from the 
. disposition after 1977 of any property that is 


(A).a share of the capital stock. of a Sieeuiaites. 
trolled private corporation, or. fe 


(B) a debt owing to the taxpayer by a Cacia -con- 
trolled private corporation (other than, where the tax- 
payer is a corporation, a debt owed to it by another 
corporation with which it does not deal at arm’s 
length) «: 


and, except where subsection 50(1) applies, that has been 
disposed of to a person other than a person who does not 
deal at arm’s length with es taxpayer 


exceeds 


(ii) the amount,-if any, of the increase after 1977 in the 
_ adjusted cost base to the taxpayer of the property by vir- 
tue of the application of subsection 85(4). 


Para. 39(1)(c) added by 1977-78, c. 42, s. 3, applicable to 1978 et 
seq. 

Subpara. 39(1)(a)(i11) substituted by. 1977-78, c. 1, subsec. 16(1), 
applicable to 1978 et seg. Subpara. 39(1)(a)(ii1) formerly read: 


(iii)'a life insurance policy within the meaning = section 138 
(except an annuity contract), or 


Subpara. 39(1)(a)(ii) substituted by 1976-77, c. 4, s. 9, deemed to 
have been applicable at all times after May 6,°1974: Subpara. 
39(1)(a)Gii) formerly read: 


(ii) property, any amount receivable. by ‘be taxpayer, for the 
disposition of which is required to be included in computing 
his income for the year by virtue of section 59, 


Subpara. 39(1)(a)(i.1) added by 1974-75- 76, c 50, s. 48, proclaimed 
in force from Sept. 6, 1977. 


Subpara. 39(1)(a)(iv) added by 1974-75-76, ¢: 26, s.°15, applicable 
in respect of timber resource properties acquired after May 6, 1974. 


Selected Cases [subsec. 39(1)]: Gordon’ v. Canada, [1996] 3 
C.T.C. 2229 (TCC). (Payment directly to creditors instead of to 
company whose debt was guaranteed was acceptable); Macdonald 
(.V.) v. Canada, [1993] 2 C.T.C. 75 (FCA) (Inflation not accounted 
for in computation of capital gain); Dumais v. MNR, [1990] 1 
C.T.C. 342 (FCTD) (Proceeds of disposition of community property 
under Civil Code Article 1292 taxed in hands of husband alone); 
Louie, H.Y., Co. Ltd. v. The Queen, [1986] 1'C.T.C. 499 (FCTD) 
(Loss on shares :in construction company was business investment 
loss). 


Interpretation Bulletins: IT-123R5: Transactions involving eli- 
gible capital property; IT-125R4: Dispositions of resource proper- 
ties; IT-159R3: Capital debts established to be bad debts; IT-220R2: 
Capital cost allowance — proceeds of disposition of depreciable 
property; IT-359R2: Premiums and other, amounts re leases; IT- 
346R: Commodity futures and certain commodities; IT-407R4: Dis- 
positions of cultural property to designated Canadian institutions; 
IT-426: Shares sold subject to an earnout agreement; IT-444R: Cor- 
porations — involuntary dissolutions; IT-481: Timber resource 
property and timber limits; IT-484R2: Business investment losses. 
See also list at end of s. 39. 


Advance Tax Rulings: ATR-15: Employee stock option plan; 
ATR-28: Redemption of capital stock of family farm corporation. 
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Forms: T1 Sched. 3: Capital gains (or losses); T2S(6): Summary of 
dispositions of capital property; T3 Sched. 1: Summary of disposi- 
tions of capital property; T3 Sched: 6; Calculation of total taxable 
capital, gains. attributable to qualified farm property or qualified 
small business corporation shares; T871: Cultural property income 
tax certificate; T2083: Capital dispositions supplementary schedules 
re: real estate; T2085: Capital dispositions supplementary schedules 
re; depreciable property. 


(2) Capital gains and losses in respect of 
foreign currencies — Notwithstanding subsection 
(1), where, by virtue of any fluctuation after 1971 in 
the value of the currency or currencies of one or 
more countries other than Canada relative to Cana- 
dian currency, a taxpayer has made a gain or sus- 
tained a loss in a taxation year, the following rules 
apply: 
(a) the amount, if any, by which 


(1) the total of all such gains made by the tax- 
payer in the year (to the extent of the amounts 
thereof that would not, if section 3 were read 
in the manner described in paragraph (1)(a) of 
this section, be included in computing the tax- 
payer’s income for the year or any other taxa- 
tion year) 


exceeds 


(ii) the total of all such losses sustained by the 
taxpayer in the year (to the extent of the 
amounts thereof that would not, if section 3 
were read in the manner described in para- 
graph (1)(a) of this section, be deductible in 
computing the taxpayer’s income for the year 
or any other taxation year), and 


(iii) if the taxpayer is an individual, $200, 


shall be deemed to be a capital gain of the tax- 
payer for the year from the disposition of cur- 
rency of a country other than Canada, the amount 
of which capital gain is the amount determined 
under this paragraph; and 


(b) the amount, if any, by which 
(i) the total determined under subparagraph 
(a)(ii), 

exceeds 


(11) the total determined under subparagraph 
(a)(i), and 


(iii) if the taxpayer is an individual, $200, 


shall be deemed to be a capital loss of the. tax- 
payer for the year from the disposition of cur- 
rency of a country other than Canada, the amount 
of which capital loss is the amount determined 
under this paragraph. 


Related Provisions: 80.01(11) — Fluctuation in foreign currency 
ignored for purposes of debt parking and statute-barred debt rules; 
95(2)(g), (h) — Gain. or loss of foreign affiliate on fluctuation of 
foreign currency; 142.3(1)(a), (b) — Foreign currency gain or loss 
by financial institution on specified debt obligation; 142.4(1)‘‘tax 
basis” (f), (0) — Disposition of specified debt obligation by finan- 
cial institution; 144(4) — Deemed capital loss from employees 
profit sharing plan; 248(1)“amortized cost’(c.1), (f:1) — Effect on 
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amortized cost of loan or lending asset. 


Selected Cases [subsec. 39(2)]: Tahsis Co. Ltd. v. The Queen, 
[1979] C.T.C. 410 (FCTD) (Pre-Valuation Day exchange rate not 
relevant). 

Interpretation Bulletins: [T-95R: Foreign exchange gains and 
losses. See also list at end of s. 39. 


Forms: 12087: Foreign exchange transactions. 


(3) Gain in respect of purchase of bonds, 
etc., by issuer — Where a taxpayer has issued any 
bond, debenture or similar obligation and has at any 
subsequent time in a taxation year and after 1971 
purchased the obligation in the open market, in the 
manner in which any such obligation would nor- 
mally be purchased in the open market by any mem- 
ber of the public, 


(a) the amount, if any, by which the amount for 
which the obligation was issued by the taxpayer 
exceeds the purchase price paid or agreed to be 
paid by the taxpayer for the obligation shall be 
deemed to be a capital gain of the taxpayer for 
the taxation year from the disposition of a capital 
property, and 
(b) the amount, if any, by which the purchase 
price paid or agreed to be paid by the taxpayer for 
the obligation exceeds the greater of the principal 
amount of the obligation and the amount for 
which it was issued by the taxpayer shall be 
deemed. to be a capital loss of the taxpayer for the 
taxation year from the disposition of a capital 
property, ) 
to the extent that the amount determined under para- 
graph (a) or (b) would not, if section 3 were read in 
the manner described in paragraph (1)(a) and this 
Act were read without reference to subsections 
80(12) and (13), be included or be deductible, as the 
case may be, in computing the taxpayer’s income for 
the year or any other taxation year. 
Related Provisions: 80(1)“forgiven amount’B(d) — Debt for- 


giveness rules do not apply where subsec. 39(3) applies; 248(27) — 
Purchase of partial obligation treated as purchase of obligation. . 


History: The closing words of subsec. 39(3) amended by 1995, c. 
21, s. 10, applicable to taxation years that end after February 21, 
1994. The closing words formerly read: 


to the extent of the amount of the capital gain or capital loss, 
as the case may be, that would not, if section 3 were read in 
the manner described in paragraph (1)(a) of this section, be 
included or be deductible, as the case may be, in computing 
the taxpayer’s income for the year or any other taxation year. 


1.T. Application Rules: 26(1.1) (when obligation was outstanding 
on January 1, 1972). 


Interpretation Bulletins: See list at end of s. 39. 


(4) Election concerning disposition of 
Canadian securities — Except as provided in 
subsection (5), where a Canadian security has been 
disposed of by a taxpayer in a taxation year and the 
taxpayer so elects in prescribed form in the. tax- 
payer’s return of income under this Part for that year, 


(a) every Canadian security owned by the tax- 
payer in that year or any subsequent taxation year 
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shall be deemed to have been a capital property 
owned by the taxpayer in those years; and 
(b) every disposition by the taxpayer of any such 
Canadian security shall be.deemed to be a dispo- 
sition by the taxpayer of a capital property. 


Related Provisions: 39(4.1)— Look through partnerships for 
purposes of 39(4); 39(5) — Taxpayers to whom subsec. (4) inappli- 
cable; 39(6) — Definition of “Canadian security”; 54.2 — Certain 
shares deemed to-be capital’ property. 
Pre-RSC History: All that portion of subsec. 39(4) preceding 
para. (a) substituted by 1980-81-82-83, c. 140, subsec. 18(2), appli- 
cable with respect to elections made for taxation years ending after 
coming into force of c. 140. That portion formerly read: 

(4) Except as provided in subsection (5), where a Canadian 

“ security has been disposed of by a taxpayer in a taxation year, 

and the Sees so elects in Ais return of income for that 

year, 
Subsec. 39(4) added by 1977-78, c. 1, subsec. 16(2), applicable in 
respect of dispositions of property. in 1977 et seq. 
Selected Cases [subsec. 39(4)]: Kane v. Canada, [1995] 1 
C.T.C. 1 (FCTD), (Election not available to individuals having pro- 
fessional knowledge of market in which they deal); Vancouver Art 
Metal Works Ltd. v.-Canada, [1993] 1 C.T.C. 346 (FCA), leave to 
appeal to SCC refused:(1993), 160 NR 314 (note) (Election not 
available to taxpayer whose dealings. amount to carrying on busi- 
ness); Loewen (H.R.) v. MNR, [1993] 1 C.T.C, 212 (FCTD) (Late 
election not permitted). _ 
Interpretation Bulletins: IT-479R: Transactions in. securities. 
See also list at endof s. 39. 


Forms: T123: Election on disposition of Canadian securities. 


(4.1) Members of partnerships — For the pur- 
pose of determining the income of a taxpayer who is 
a member of a Sn aLAY subsections (4) ant (5) 
apply as if 
(a) every Canadian security owned by the part- 
nership were owned by the taxpayer; and 


(b) every Canadian security disposed of by the 
partnership in a fiscal period of the partnership 
were disposed of by the taxpayer at the end of 
that fiscal period. 


History: Subsec: 39(4.1) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 22(3), applicable to dispositions occurring after July 13, 


S. 39(5) 


1990. 


(5) Where election under subsec. (4) does 
not apply — An election under subsection (4) does 
not apply to a disposition of a Canadian security by a 
taxpayer who, at the time the security is disposed of, 
is 


(a) a trader or Adults in securities, 


(b) a’ financial institution (as defined in subsec- 
tion 142.2(1)), 


(c)-(e) [Repealed] 


(f) a corporation whose principal business is the 
lending of money or the purchasing of debt obli- 
gations or a combination thereof, or 


(g) a non-resident, 
or any combination thereof. 


Related Provisions: 39(4.1)— Members of. partnerships; 
96(3) — Election by members of partnership. 
History: Para. 39(5)(b) substituted for paras. (b) to (e) by 1995, c. 
21, subsec. 49(3), applicable to dispositions of property occurring 
after February 22, 1994, other than the disposition of property in a 
taxation year that begins before November 1994 where the property 
is mark-to-market property (as defined in subsec. 142.2(1)) for the 
year. Paras. (b) to (e) formerly. read: 
(b) a bank, 
(c).a corporation licensed or otherwise authorized under the 
laws of Canada or a province to carry on in Canada the busi- 
ness of offering to the public its services as trustee, 
.(d) a.credit union, 
(e) an insurance corporation, 
Pre-RSC History: Para. 39(5)(b) substituted by 1992, c. 1, Sch. V, 
s. 15, applicable from February 28, 1992.. Para. (b) formerly, read: 
(b) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, 
[The term “bank” is now defined in the Interpretation Act.] 
Para. 39(5)(d) substituted by 1985, c. 45, subsec. 14(3). Para. 
39(5)(d) formerly read: 
(d) a credit union within the meaning apse by subsection 
137(6), 
Paras. 39(5)(e), (f) substituted by 1980-81-82-83, c. 140, subsec. 
18(3), applicable after November 12, 1981. Paras. 39S \E), (f) for- 
merly read: 
(e)a life i insurance corporation, 
(f) a corporation whose principal business is 
(i) the lending of money, or 
(ii) the purchasing of conditional sales contracts, ac- 
counts receivable, bills of sale, chattel mortgages, bills of 
exchange or other obligations representing part or all of 
the sale price of merchandise or services, or 
Subsec. 39(5) added by 1977-78, c. 1, subsec. 16(2), applicable in 
respect of dispositions of property in 1977 et seq. 
Selected Cases [Subsec. 39(5)]: Kane v. Canada, [1995] 1 
C.T.C. 1 (FCTD) (Election not available to individuals having pro- 
fessional knowledge of market in which they. deal); Vancouver Art 
Metal Works Ltd. v. Canada, (sub nom. R. v.. Vancouver Art Metal 
Works Ltd.), [1993] 1 C.T.C. 346 (FCA) (Professional trader/dealer 
or other person whose activity amounts to carrying on business can- 
not make election). 
Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end of s. 39. 
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(6) Definition of “Canadian security” — For 
the purposes of this section, “Canadian security” 
means a security (other than a prescribed security) 
that is a share of the capital stock of a corporation 
resident in Canada, a unit of a mutual fund trust or a 
bond, debenture, bill, note, mortgage or similar obli- 
gation issued by a person resident in Canada. 
Pre-RSC History: Subsec. 39(6) amended by 1986, c. 6, subsec. 
17(5), applicable to 1986 et seg. to substitute “(other than a pre- 
scribed security)” for “(other than an indexed security or a pre- 
scribed security)”. 

Subsec. 39(6) substituted by 1984, c. 1, subsec. 13(3), applicable 
after September 30, 1983, to add “an indexed security-or”. 


Subsec. 39(6) substituted by 1980-81-82-83, c. 48, subsec. 16(3), 

applicable to 1979 et seq: Subsec. 39(6) formerly read: 
(6) “Canadian security” defined — For the purposes of this 
section, “Canadian security” means a security. (other than a 
prescribed security) that is a share of the capital stock of a 
corporation resident in Canada or a bond, debenture, bill, 
note, mortgage, hypothec or similar obligation’ issued by a 
person resident in Canada. 


Subsec. 39(6) added by 1977-78, c. 1, subsec. 16(2), applicable in 
respect of dispositions of property in 1977 et seq. 


Regulations: 6200 (prescribed security). 


Interpretation Bulletins: IT-479R: Transactions in securities: 
See also list at end of s. 39. 


(7) Unused share-purchase tax credit — The 
amount of any unused share-purchase tax credit of a 
taxpayer for a particular taxation year, to the extent 
that it was not deducted from the taxpayer’s tax oth- 
erwise payable under this Part for the immediately 
preceding taxation year, shall be deemed to be a cap- 
ital loss of the taxpayer from a disposition of prop- 
erty for the year immediately following the particu- 
lar taxation year. 

Related Provisions: 127.2(6) — Share-purchase tax credit. 


Pre-RSC History: Subsec. 39(7) added’ by 1984, c.. 1, subsec. 
13(3), applicable to 1983 et seq. 


Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end of s. 39. 


(8) Unused. scientific research and 
experimental development tax credit — The 
amount of any unused scientific research and experi- 
mental development tax credit of a taxpayer for a 
particular taxation year, to the extent that it was not 
deducted from the taxpayer’s tax otherwise payable 
under this Part for the immediately preceding taxa- 
tion year, shall be deemed to be a capital loss of the 
taxpayer from a disposition of property for the year 
immediately following the particular taxation year, 
except that where the taxpayer is an individual the 
capital loss. shall be deemed to be 147% of. that 
amount. 


Related Provisions: 127.3(2) — Scientific research and experi- 
mental development tax credit. 


Pre-RSC History: Subsec. 39(8) added by 1984, c. 1, subsec. 
13(3), applicable to 1983 et seq. 


Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end of s. 39. 
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(9) Deduction from business investment 
loss — In computing the business investment loss 
of a taxpayer who is an individual (other than a trust) 
for a taxation year from the disposition of a particu- 
lar property, there shall be deducted an amount equal 
to the lesser of 


(a) the amount that would be the taxpayer’s busi- 
ness investment loss for the year from the dispo- 
sition of that particular property if paragraph 
(1)(c) were read without reference to subpara- 
graph (1)(c)(viii), and 

(b) the amount, if any, by which the total of 


(i) the total of all amounts each of which is 
twice the amount deducted by the taxpayer 
under section 110.6 in computing the tax- 
payer’s taxable income for a preceding taxa- 
tion year ending before 1988, 


(i.1) the total of all amounts each of which is 
+2 of the amount deducted by the taxpayer 
under section 110.6 in computing the tax- 
payer’s taxable income for a preceding taxa- 
tion year ending after 1987 and before 1990, 
and 


(i.2) the total of all amounts each of which is 
‘3; of the amount deducted by the taxpayer 
under section 110.6 in computing the tax- 
payer’s taxable income for a preceding taxa- 
tion year Shgiig. after 1989 


exceeds 


(11) the total of all amounts each of which is an 
amount deducted by the taxpayer under para- 
graph (1)(c) by virtue of subparagraph 
(1)(c)(viil) in computing the taxpayer’s busi- 
ness investment loss 


(A) from the disposition of property in tax- 
ation years preceding the year, or 


(B) from the disposition of property other 
than. the particular property in the year, © 


except that, where a particular amount was in- 
cluded under subparagraph 14(1)(a)(v) in the tax- 
payer’s income for a taxation year that ended af- 
ter 1987 and before 1990, the reference in 
subparagraph (1.1) to “*/2” shall, in respect of that 
portion of any amount deducted under section 
110.6 in respect of the Barden amount, be read 
Sa 2/34 

Related Provisions: 39(10) — Deduction from business. jet 

ment loss of trust. 


History: The closing words to para. 39(9)(b) added by 1994, c..21, 

subsec. 14(1), applicable to 1988 et seq. 

Pre-RSC History: All that portion of para. 39(9)(b) preceding 

subpara. (ii) substituted by 1988, c. 55, subsec. 20(2), applicable to 

1988 et seq. That portion formerly read: 

(b) the amount, if any, by which 

(i) the aggregate of all amounts each of which is twice 
the amount deducted by the taxpayer under section 110.6 
in computing his taxable income for taxation years pre- 
ceding the year 
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exceeds 
Subsec. 39(9) added by 1986, c. 6, subsec. 17(6), applicable to 1986 
et seq. 


interpretation Bulletins: IT-484R2: Business investment losses. 
See also list at end of s. 39. 


(10) Idem, of a trust — In computing the business 
investment loss of a trust for a taxation year from the 
disposition of a particular property, there shall be de- 
ducted an amount equal to the lesser; of 


(a) the amount that would be the trust’s business 
investment loss for the year from the disposition 
of that particular property if paragraph (1)(c) 
were read without reference to subparagraph 
(1)(c)(vili), and 

(b) the amount, if any, by which the total of 


(i) the total of all amounts each. of. which is 
twice the amount designated by the trust 
under subsection, 104(21.2) in respect of a 
beneficiary in its return of income. for a pre- 
ceding taxation year ending before 1988, 


(1.1) the total of all amounts each of which is 
/2 of the amount designated by the trust under 
subsection 104(21.2) in respect of a benefici- 
ary in its return of income for a preceding tax- 
ation year ending after 1987 and before 1990, 
and | 


(1.2) the total of all amounts each of which is 


‘/; of the amount designated by the trust under 
subsection 104(21.2) in respect of a benefici- 
ary in its return of income for a preceding tax- 
ation year ending after 1989 


exceeds 


(ii) the total of all amounts each of which is an 
amount deducted by the trust under paragraph 
(1)(c) by virtue of subparagraph (1)(c)(viii) in 
computing its business investment loss 


(A) from the disposition of property in tax- 
ation years preceding the year, or 


(B) from the disposition of property other 
than the particular property in the year, 


except that, where a particular amount was in- 
cluded under subparagraph 14(1)(a)(v) in the 
trust’s income for a taxation year that ended after 
1987 and before 1990, the reference in subpara- 
graph (i.1) to “4/2” shall, in respect of that portion 
of any amount deducted under section 110.6 in 
respect of the particular amount, be read as “4/3”. 


History: The closing words to para. 39(10)(b) added by 1994, c. 
21, subsec. 14(2), applicable to 1988 et seq. 


Pre-RSC History: All that portion of para. 39(10)(b) preceding 
subpara. (i1) substituted by 1988, c. 55, subsec. 20K3), apphigabie to 
1988 et seg. That portion formerly read: 


(b) the amount, if any, by which 


(i) the aggregate of all amounts each of which is twice 
the amount designated by the trust under subsection 
104(21.2) in respect of a beneficiary in its return of in- 
come for taxation years preceding the year 


S. 39(12)(c) (ii) 


exceeds 


Subsec. .39(10) added, by ,1986, c., 6, ‘subsec, 16), sdelenice to 
1986 et seq. 


. Interpretation Bulletins: IT- 484R2: Business Since fe losses. 


See also list at end of s. 39. 


(11) Recovery of bad debt — Where an amount 
is received in a taxation year on account of a debt (in 
this subsection referred to “as the “recovered 
amount”) in respect of which a deduction for bad 
debts had been made under subsection 20(4.2) in 
computing the taxpayer’s income for a preceding 
taxation year, the amount, if any, by: which °/s of the 
recovered amount exceeds the amount determined 
under paragraph 12(1)G.1) in respect of the recov- 
ered amount shall be deemed to be a taxable capital 
gain of the taxpayer from a disposition of capital 
property by the taxpayer in the year. 
History: Subsec. 39(11) amended by 1995, c. 3, subsec. 10(3), ap- 
plicable to 1994 et seq. except that, in its application to the 1994 
taxation year, it shall be read as follows: 
_ (11) Where an amount is received in a taxation year on ac- 
~ count of a debt (in this subsection referred to as the “recov- 
ered amount”) in respect of which a deduction for bad debts 
had been made under subsection 20(4.2) in computing. the 
taxpayer’s income for a preceding taxation year, the amount, 
if any, by which */ of the recovered amount exceeds the 
amount determined under paragraph 12(1)(i.1) in respect of 
the recovered amount shall be deemed to be a taxable capital 
gain of the taxpayer from a disposition of capital property by 
the taxpayer in the year and, for the purposes of section 
110.6, that property shall be deemed to have been disposed of 
by the taxpayer on the day on which the taxpayer received the 
recovered amount. 


Subsec. 39(11) formerly read: 


(11) Recovery of bad debt — Where an amount is received 
in a taxation year on account of a debt (in this subsection re- 
ferred to as the “recovered amount”) .in respect of which a 
deduction for bad debts under subsection 20(4.2) had been 
made: in computing the taxpayer's income fora preceding 
taxation year, the amount, if any, by which 3/4 of the recoy- 
ered amount exceeds the amount determined under paragraph 
12(1)@.1).in respect of the recovered amount shall be deemed 
to be a taxable capital gain of the taxpayer from a disposition 
of capital property by the taxpayer in the year and, for the 
‘purposes of section 110.6, that property shall be deemed to 
have been disposed of by the taxpayer in the year. 
Pre-RSC History: Subsec. 39(11) added by 1988, c. 55, subsec. 
20(4), applicable after June 17, 1987. 


(12) Guarantees — For the purpose of Paragraph 
(1)(c), where 
(a) an amount was paid by a ema ibe in respect 


of a debt of a corporation under an arrangement 
under which the taxpayer guaranteed. the debt, 


(b) the amount was paid to a person with:whom 
the taxpayer was dealing at arm’s length, and 


(c) the corporation was a small business corpora- 
tion 
(i) at the time the debt was incurred, and 


(ii) at any time in the 12 months before the 
time an amount first became payable by the 
taxpayer under the arrangement in respect of a 
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debt of the corporation, 


that part of the amount that is owing to the taxpayer 
by the corporation shall be deemed to be a debt ow- 
ing to the taxpayer by a small business corporation. 


Related Provisions: 80(2)(1) — Application of debt ee 
rules on payment by guarantor. 


History: Subsec. 39(12) added by 1994, c. 7, Sch. II (1994, c. +7, 
Sch. HI (1991, c. 49)), subsec. 22(4), applicable to amounts paid af- 
ter 1985. 


Interpretation Bulletins: IT-484R2: Business investment losses. 
See also list.at end of s.. 39. 


(13) Repayment of assistance — The total of all 
amounts paid by a taxpayer it in a taxation year each of 
which is 


(a) such part of any assistance described in sub- 
paragraph 53(2)(k)(i) in respect of, or for the ac- 
quisition of, a capital property (other than depre- 
ciable property) by the taxpayer that was repaid 
by the taxpayer in the year where the repayment 
is made after the disposition of the property by 
the taxpayer and under an obligation to repay all 
or any part of that assistance, or 


(b) an amount repaid by the taxpayer in the year 
in respect of a capital property (other than depre- 
ciable property) acquired by the taxpayer that is 
repaid after the disposition thereof by the tax- 
payer and that would have been an amount de- 
scribed in subparagraph 53(2)(s)(ii) had the re- 
payment been made before the disposition of the 
property, 
shall be deemed to be a capital loss of the taxpayer 
for the year from the disposition of property by the 
taxpayer in the year and, for the purpose of section 
110.6, that property shall be deemed to have been 
disposed of by the taxpayer in the year. 
Related Provisions: 79(4)(a) — Subsequent payment by debtor 
following surrender of property deemed to be repayment of 
assistance. 
History: Subsec. 39(13) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 11, applicable to 1991 et seq. 
Pre-RSC History [s. 39]: The expression “‘scientific research and 
experimental development” substituted for “scientific research” by 
1986, c. 6, subsec. 15(3), applicable with respect to taxation-years 
ending after May 23, 1985. 
Selected Cases [s. 39]: Fortino v. Canada, [1997] 2 C.T.C. 
2184.(TCC) (Non-competition agreement proceeds not capital 
gain); Lalande v. MNR, [1989] 2 C.T.C. 30 (FCA) (Losses on loans 
and guarantees for purpose of establishing school and seniors’ home 
not deductible current expense). 
Definitions [s. 39]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “arm’s length” — 251(1); “bank” — Interpre- 
tation Act 35(1); “Canada” — 255; “Canadian-controlled private 
corporation” — 248(1); “Canadian resource property” — 66(15), 
248(1); “Canadian security” — 39(6); “capital gain” — 39(1)(a), 
248(1); “capital loss” — 39(1)(b), 248(1); “capital property” — 54, 
248(1); “corporation” — 248(1), Interpretation Act 35(1); “credit 
union” — 137(6), 248(1); “depreciable property” — 13(21), 248(1); 
“disposition” — 54; “eligible capital property” — 54, 248(1); “‘fis- 
cal period” — 248(1), 249(2)(b), 249.1; “foreign resource prop- 
erty” — 66(15), 248(1); “individual”, “insurance corporation” — 
248(1); “life insurance policy” — 138(12), 248(1); “mining recla- 
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mation trust’, “Minister” — 248(1); “mutual fund trust’ — 132(6), 
248(1); “prescribed” — 248(1); “principal amount” — 248(1), 
26(1.1); Property 5 — 248(1); “received” — 248(7); “resident in 
Canada” — 250; “share”, “small business corporation” — 248(1); 
“spouse” — 252(4)(a); “taxable capital gain” — 38(a),248(1); “tax- 
able income” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “timber resource property” — 13(21), 248(1); “trust” — 
104(1), 248(1), (3); “unused scientific research and experimental 
development tax credit” — 127.3(2), 248(1); “unused share- 
purchase tax credit” — 127.2(6), 248(1). 


Interpretation Bulletins [s. 39]: IT-297R2: Gifts in kind to 
charity and others; IT-316: Awards for employees’ suggestions and 
inventions; IT-395R: Foreign tax credit — capital gains and capital 
losses on foreign property; IT-442R: Bad debts and reserves for 
doubtful debts; Foreign tax.credit — foreign-source capital gains 
and losses; IT-479R: Transactions in securities. 


39.1 (1) Definitions — In this section; 


“exempt capital gains balance” of an individual for 
a taxation year that ends before 2005 in respect of a 
flow-through entity means the amount determined by 
the formula 


A eRe 
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where 
Ais 


(a) if the‘entity is a trust referred to in any of 
paragraphs (f) to (j) of the’ definition “flow- 
through entity” in this subsection, the amount 
determined. under paragraph 110. 6(19)(c) in 
respect of the individual’s interest or.interests 
therein; and 


(b) in any other case, the ose of 


(i) “4 of ‘the total of the taxable capital 
gains that resulted from elections made 
under subsection 110.6(19) in respect of 
the individual’s interests in or shares of the 
capital stock of the entity, and 


(ii) the amount that would be determined 
under subparagraph (i) if or 
(A) the amount designated in. the elec- 
_ tion in respect of each interest or share 
were equal to the amount determined 
_by the formula 


Bess 2 
where 


D is the fair market value of the inter- 
est or share at the end of February 
22, 1994, and 


E is the amount, if any, by which the 
amount designated in the election 
that was made in respect of the in- 
terest or share exceeds '/10 of its fair 
market value at the end of February 
22, 1994, and 


(B) this Act were read without refer- 
ence to subsection 110.6(20), 


B is the total of all amounts each of which is the 
amount by which the individual’s capital gain for 
a preceding taxation year, determined without 
reference to subsection (2), from the disposition 
of an interest in or a share of the capital stock of 
the entity was reduced under that subsection, and 
C is 

. (a) if the entity isa trust described in any of 
paragraphs (d) and (h) to (j) of the definition 
“flow-through entity” in this subsection, */3 of 
the total of all amounts each of which is the 
amount by which the individual’s taxable cap- 
ital gain otherwise determined for a preceding 
taxation year that resulted from a designation 
made under subsection. 104(21) by the. trust 

was reduced under subsection (3), 
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(b) if the entity is a partnership, 4/3 of the total 
of all amounts each of which is 


(i) the amount by which the individual’s 
share otherwise determined of the partner- 
ship’s taxable capital gains for its fiscal 
period that ended in a preceding taxation 
year was. reduced under subsection (4), or 


(ii) the amount by. which the individual’ s 
share otherwise determined of the partner- 
ship’s income froma business for its fiscal 
_.. period that ended in a preceding taxation 
year was reduced under subsection (5), and 


(c) in any other case, the total of all amounts 
each of which is the amount by which the to- 
tal of the individual’s capital gains otherwise 
determined under subsection 130.1(4) or 
131(1), subsections 138.1(3) and (4) or sub- 
section 144(4), as the case may be, for a pre- 
ceding taxation year in respect of the entity 
was reduced under subsection (6); 


Related Provisions: 39.1(7) — Balance deemed nil after ceasing 
to be shareholder or beneficiary; 53(1)(p) — Addition to ACB after 
balance expires at end of 2004; 53(1)(r) — Increase in ACB imme- 
diately before disposing of all interests or shares of.a flow-through 
entity; 54“‘adjusted cost base”(c) — ACB adjustment to flow- 
through entity preserved through disposition and reacquisition; 
87(2)(bb.1) — Amalgamation — flow-through entity considered to 
be same corporation; 107(2.2) — Cost bump on distribution of 
property from trust that is a flow-through entity; 132.2(1)G)Gi) — 
Effect of mutual fund reorganization; 144(1) — Employees profit 
sharing plan — unused portion of a beneficiary’s exempt capital 
gains balance; 144(7.1) — Employees profit sharing plan — where 
property received by beneficiary; 257 — Formulas cannot calculate 
to less than zero. 


‘flow-through entity’? means 
(a) an investment corporation, 
(b) a mortgage investment corporation, 
(c) a mutual fund corporation, 
(d):a mutual fund trust, 
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(e) a partnership, 


(f) a related segregated fund trust for the purpose 
of section 138.1, 


(g) a trust governed by an employees profit shar- 
ing plan, 


(h) a trust maintained primarily for the benefit of 
employees of a corporation or 2 or more corpora- 
tions that do not deal at arm’s length with each 
other, where one of the main purposes of the trust 
is to hold interests in shares of the capital stock of 
the corporation or corporations, as the case may 
be, or any corporation not dealing at arm’s length 
therewith, 


(i) a trust established exclusively for the benefit 
of one or more persons each of whom was, at the 
time the trust was created, either a person from 
whom the trust received property or a creditor of 
that person, where one of the main purposes of 
the trust is to secure the payments required to be 
made by or on behalf of that person to such credi- 
tor, and - 


(j) a trust all or substantially all of the properties 
of which consist of shares of the capital stock of a 
corporation, where the trust was established pur- 
suant to an agreement between 2 or more share- 
holders of the corporation and one of the main 
purposes of the trust is to provide for the exercise 
of voting rights in respect of those shares pursu- 
ant to that agreement. | 
Related Provisions: 54“adjusted cost base’(c) — ACB adjust- 
ment preserved through disposition and _ reacquisition; 
87(2)(bb.1) — Amalgamation — flow-through entity considered to 
be same corporation; 107(2.2) — Cost bump on distribution of 
property from trust that is.a flow-through entity. See also Defini- 
tions at end of 39.1. 


History: Subsec. 39.1(1) added by 1995, c. 3, s. 11, applicable to 
1994 et seq. 


(2) Reduction of capital gain — Where at any 
time after February 22, 1994 an individual disposes 
of an interest in or a share of the capital stock of a 
flow-through entity, the individual’s capital gain, if 
any, otherwise determined for a taxation year from 
the disposition shall be reduced by such amount as 
the individual claims, not exceeding the amount de- 
termined by the formula 


A-B-—C 
where 


A is the exempt capital gains balance of the individ- 
ual for the year in respect of the entity, 

8 ge 
(a) if the entity made a designation under sub- 
section 104(21) in respect of the individual for 
the year, “/; of the amount, if any, claimed 
under subsection (3) by the individual for the 
year in respect of the entity, 


(b) if the entity is a partnership, “4 of the total 
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of 


(i) the amount, if any, claimed under sub- 
section (4) by the individual for the year in 
respect of the entity, and 


(ii) the amount, if any, claimed under sub- 
section (5) by the individual for the year in 
respect of the entity, and 


(c) in any other case, the amount, if any, 
claimed under subsection (6) by the individual 
for the year in respect of the entity, and 


C is the total of all reductions under this subsection 
in the individual’s capital gains otherwise deter- 
mined for the year from the disposition of other 
interests in or shares of the capital stock of the 
entity. 

Related Provisions: 39.1(6) — Reduction of capital gains on 

ongoing basis; 110.6(19)-(30) — Election to trigger capital gains 

exemption; 132.2(1)()(ii) — Effect of mutual fund reorganization; 

257 — Formula cannot calculate to less than zero. 


History: Subsec.. 39.1(2) added. by 1995, c..3, s. 11, applicable to 
1994 et seq. 


(3) Reduction of taxable capital gain — The 
taxable capital gain otherwise determined under sub- 
séction 104(21) of an individual for a taxation year 
as a result of a designation made under that subsec- 
tion by a flow-through entity shall be reduced by 
such amount as the individual claims, not exceeding 
4 of the individual’s exempt capital gains balance 
for the year in respect of the entity. 


History: Subsec. 39.1(3) added by 1995, c. 3, s. 11, applicable to 
1994 et seq. 


(4) Reduction in share of partnership’s 
taxable capital gains — An individual’s share 
otherwise determined for a taxation year of a taxable 
capital gain of a partnership from the disposition of a 
property (other than property acquired by the part- 
nership after February 22, 1994 in a transfer to 
which subsection 97(2) applied) for its fiscal period 
that ends after February 22, 1994 and in the year 
shall be reduced by such amount as the individual 
claims, not exceeding the amount determined by oe 
formula 


A —B 
where - 


A is % of the individual’s exempt capital gains bal- 
ance for the year in respect of the pat ee et 
and 


B is the total of amounts claimed by the individual 
under this subsection in respect of other taxable 
capital. gains of the partnership for that fiscal 
period. — 

Related Provisions: 39.1(1)“exempt capital gains bal- 


ance” C(b)(i), 39.1(2)B(b)(i) — Reduction in balance to reflect ap- 
plication of subsec. (4). 


History: Subsec. 39.1(4) added by 1995, c. 3, s. 11, applicable to 
1994 et seq. 
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(5) Reduction in share of partnership’s 
income from a business — An individual’s 
share otherwise determined for a taxation year of the 
income of a partnership from a business for. the part- 
nership’s fiscal period that ends in the year and the 
individual’s share of the partnership’s taxable capital 
gain, if any, arising under subparagraph 14(1)(a)(v) 
shall be reduced by such amount. as the individual 
claims, not exceeding the lesser of 


(a) the amount, if any, by which fy of the individ- 
ual’s exempt capital gains balance for the year in 
respect of the partnership exceeds the total of 


(i) the amount, if any, claimed under subsec- 
tion (4) by the individual for the year in re- 
spect of the partnership, and 


(ii) all amounts, if any, Claimed dadee this 
subsection. by the individual for the year in re- 
spect of other businesses. of the partuierstip) 
and 


(b) the amount determined by the formula 


res 
Da pe Ot er 
C 


where 


A is the amount included under subparagraph 
14(1)(a)(v) in computing the income of the 
partnership from. the business for the fiscal 

» period, 


B is the amount that would otherwise be the in- 
dividual’s share of the partnership’s income 
from the business for the fiscal period, and 


C is the partnership’s income from the business 
for the fiscal period. 
Related Provisions: 39.1(1)“exempt capital’ gains bal- 
ance” C(b)(@i), 39.1(2)B(b)(ii) — Reduction in balance to reflect ap- 
plication of subsec. (4). 


History: Subsec, 39.1(5) added by. 1995, Cr Sobel b, applicable to 
1994 et seq. 


(6) Reduction of capital gains — The total capi- 
tal gains otherwise determined: under subsection 
130.1(4) or 131(1), subsections 138.1(3) and (4) or 
subsection 144(4), as the case may, be, of an individ- 
ual for a taxation year as a result of one or more 
elections, allocations. or designations made after. Feb- 
ruary 22, 1994 by a flow-through entity shall be re- 
duced by such amount as the individual claims, not 
exceeding the individual’s exempt capital gains bal- 
ance for the year in respect of the entity. 

Related Provisions: 39.1(1)“exempt capital gains balance”C(c), 
39.1(2)B(c) — Reduction in balance to reflect application of subsec. 
(4). 

History: Subsec. 39.1(6) added by 1995,.c.'3, s. 11, yh to 
1994 et seq. 


(7) Nil exempt capital gains balance — Not- 
withstanding subsection (1), where at any time an in- 
dividual ceases to be a member or shareholder of, or 
a beneficiary under, a flow-through entity, the ex- 


S. 40(1)(a)Gii)(D) 


empt capital gains balance of the individual in re- 
spect of the entity for each taxation year that begins 
after that time is deemed to be nil. 

Related Provisions: 53(1)(r) — Increase in ACB on disposition 
before 2005. 

History: Subsec. 39.1(7) added by 1995, c. 3, s. 11, applicable to 
1994 et seq. 

Definitions: “amount” — 248(1); “capital gain” — 39(1)(a), 
248(1); “employees profit sharing plan” — 144(1), 248(1); “exempt 
capital gains balance”. —-39.1(1), (7); “fiscal period” —248(1), 
249(2)(b), 249.1; “flow-through entity’ — 39.1(1); “individual”? — 
248(1); “investment corporation” — 130(3)(a), 248(1); “mortgage 
investment corporation” — 130.1(6); 248(1); “mutual fund corpora- 
tion” — 131(8), (8.1), 248(1); “mutual fund’ trust” — 132(6);. (7); 
248(1); “person” — 248(1); “related segregated fund trust” — 
138.1(1)(a); “share” — (of corporation) 248(1); “share” — (of part- 
nership’s gains) 39.1(4); “shareholder?” — Pi! 1); “taxable capital 
gain” — 38(a), 248(1); “taxation year = 11(2); 249; * “trust” — 
104(1), 248(1). 


40. (1) General rules — Except ‘as otherwise ex- 
pressly provided in this Part 


(a) a taxpayer’s gain for a taxation year from the 

disposition of any property is the amount, if any, 

by which | ! 
(1) af the property was disposed of in the year, 
the amount, if any, by which the taxpayer’s 
proceeds of disposition exceed the total of the 
adjusted cost base to the taxpayer of the prop- 
erty immediately before the disposition and 
any outlays and expenses. to the extent that 
they were made or incurred by the taxpayer 
for the purpose of making the disposition,, or 


» (it) if the property was disposed of ‘before the 
year; the amount; if any, claimed by the tax- 
payer under subparagraph (iii) in computing 
the taxpayer’s gain for the immediately pre- 
ceding year from the cuSpOSIOD of the 
property, 

~exceeds 


(111) subject to subsection (1.1), such amount 
as the taxpayer may claim 


(A) in the case of an individual (other‘than 
a trust) in prescribed form filed with the 
taxpayer’s return of income under this Part 
for the year, and 

(B).in any other case, in the taxpayer’s re- 
turn of income under this Part for the year, 


as a deduction, not exceeding the lesser of 


(C) a reasonable amount as a reserve in re- 
spect of such of the proceeds of disposition 
of the property that are payable to the tax- 
payer after the end of the year as can rea- 
sonably be regarded as a portion of the 
amount determined under subparagraph (1) 
in respect of the property, and 


(D) an amount equal to’ the product ob- 
tained when 1/5 of the amount determined 
- under subparagraph (i) in respect of the 
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property is multiplied by the amount, if 
any, by which 4 exceeds the number of 
preceding taxation years of the taxpayer 
ending after the disposition of the, prop- 
erty; and 
Selected Cases [subpara. 40(1)(a)(iii)]: Regina Shoppers Mall 
Ltd. v. Canada, [1991] 1 C.T.C. 297 (FCA) (Taxpayer entitled ‘to 
file return inconsistent with Minister’s assessment for previous 
year). / 
Selected Cases [para. 40(1)(a)]: Sénécal (J.G.) v. MNR, [1993] 
2 C.T.C. 2218 (TCC) (Proceeds of disposition of land equal to cash 
and face value of promissory note received; despite evidence that 
note’s value nil); Bodrug Estate v. Canada, [1991] 2 C.T.C. 347 
(FCA) (Damages paid under lawsuit in respect of provincial securi- 
ties statute not part of cost of shares deemed disposed of upon 
death); Watkins v. Canada, [1990] 2 C.T:C. 205 (FCTD) (Mainte- 
nance cost of race horse not included in adjusted cost base of horse). 


(b) a taxpayer’s loss for a taxation year from the 
disposition of any property is, 


(i) if the property was disposed of in the year, 
the amount, if any, by which the total of the 
adjusted cost base to the taxpayer of the prop- 
erty immediately before the disposition and 
any outlays and expenses to the extent that 
they were made or incurred by the taxpayer 
for the purpose of making the disposition, ex- 
ceeds the taxpayer’s proceeds of disposition 
of the property, and 


(ii) in any other case, nil. 


Related Provisions: 40(1.1)— Reserve where farm property 
transferred to child; 40(2) — Limitations; 40(3.3), (3.4) — Limita- 
tion on loss where property acquired by affiliated person; 44(1) — 
Exchanges of property; 53(1)(n) — Survey and valuation costs for 
disposition included in adjusted cost base; 69(11) — Deemed pro- 
ceeds of disposition; 72(1)(c) — No reserve for year of death; 
79.1(3), (6)(c) — Capital gains reserve where property repossessed 
by creditor; 84.1(2.1) — Non-arm’s length sale of shares; 85(4) — 
Loss on disposition to controlled corporation; 87(2)(e) oo Amalga- 
mations — capital property; 87(2)(m) — Amalgamations — pro- 
ceeds not due until after end of year; 87(2)(11) — Amalgamations — 
continuation of predecessor corporations; 88(1)(d)(i)(C) — Wind- 
ing-up; 100(2) — Gain from disposition of interest in partnership; 
104(6) — Reduction in loss where property disposed of owned by a 
trust; 112(3) — Loss on share that is capital property. 


History: Cl. 40(1)(a)(iii)(C) amended-by 1995, c: 21; subsec. 11(1), 
applicable to taxation years that end after February 21, 1994. The 
clause formerly read: 


(C) a reasonable amount as a reserve in respect of such of the 
proceeds of disposition of the property that are not due to the 
taxpayer until after the end of the year as may reasonably be 
regarded as a portion of the amount determined under subpar- 
agraph (i) in respect of the property, and 


Pre-RSC History: Subpara. 40(1)(a)(iii) substituted by 1988, c. 
55, subsec. 21(1), applicable to 1988 et seg. Subpara. 40(1)(a)(iii) 
formerly read: 


(iii) subject to subsection (1.1), such amount as he may claim 
as a deduction, not exceeding the lesser of 


(A) a reasonable amount as a reserve in respect of such of 
the proceeds of disposition of the property that are not 
due to him until after the end of the year as may reasona- 
bly be regarded as a portion of the amount determined 
under subparagraph (i) in respect of the property, and 


(B) an amount equal to the product obtained when ‘/s of 
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- the amount determined under subparagraph (i) in respect 
of the property is multiplied by the amount, if any, by.. 
which 4 exceeds the number of preceding taxation years 
of the taxpayer ending after the disposition of the prop- 
erty; and 

Subpara. 40(1)(a)(iii) substituted by 1980-81-82-83, c. 140, subsec. 
19(1) (for application see note to fainceaisa 40(1.1)). Subpara. 
40(1)(a)(iii) formerly read: 
(iii) such amount as he may claim, not exceeding a reasonable 
amount as a reserve in respect of such of the proceeds of dis- 
position of the property that are not due to him until after the 
end of the year as may reasonably be regarded as a portion of 
the amount determined under subparagraph (i) in respect of 
the property; and 
Selected Cases [subsec. 40(1)]: Canada v. Young, [1989] 1 
C.T.C. 421 (FCA) (Cost of subscriptions to investment publications 
not deductible); Pineo v. The Queen,:{1986] 2 C.T.C. 71 (FCTD) 
(Demand promissory note in consideration for shares “due” imme- 
diately); The Queen v. Sterling, [1985] 1 C.T.C. 275 (FCA) (Interest 
and storage charges for gold bullion excluded from adjusted cost 
base); The Queen v. Derbecker, [1984] C.T.C. 606 (FCA) (Demand 
promissory note “due” immediately). 


1.T. Application Rules: 26(3), 26(11). 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-95R: 
Foreign exchange gains and losses; IT-99R4: Legal and accounting 
fees; IT-104R2: Deductibility of fines or penalties; IT-220R2: Capi- 
tal cost allowance — proceeds of disposition of depreciable prop- 
erty; IT-259R2: Exchanges of property; IT-268R4: Jnter vivos trans- 
fer of farm property to child; IT-328R3: Losses on shares on which 
dividends have been received; IT-426: Shares sold subject to an 
earnout agreement; IT-436R: Reserves — where promissory notes 
are included in disposal proceeds; IT-461: Forfeited deposits; IT- 
505: Mortgage foreclosures and conditional sales repossessions. 


Information Circulars: 88-2, paras. 24, 27: General anti-avoid- 
ance rule — section 245 of the Income Tax Act. 


Forms: T3, Sched. 2: Calculation of reserves on dispositions of 
capital property; T2017: Summary of reserves on dispositions of 
capital property; T2069: Election in respect of amounts not deducti- 
ble as reserves for the year of death; T2080-T2090: Capital disposi- 
tions supplementary schedules; T5008 Supp: Statement of securities 
transactions. 


(1.1) Property disposed of to a child — Where 
the property referred to in subparagraph (1)(a)(iii) is 
property that the taxpayer disposed of to the tax- 
payer’s child, who was resident in.Canada immedi- 
ately before the disposition, and was 
(a) any land in Canada or depreciable property in 
Canada of a prescribed class that was, immedi- 
ately before the disposition, used by the taxpayer, 
the taxpayer’s spouse, or any of the taxpayer S 
children i in the business of farming, ~ 


(b) immediately before the disposition, a share. of 
the capital stock of a family farm corporation of 
the taxpayer or an interest in a family | farm part- 
nership of the taxpayer, or 


(c) immediately before the disposition, a share of 
the capital stock of a small business corporation 
of the taxpayer, 


in computing the amount of any claim in respect of 
that property under subparagraph (1)(a)(iii), that sub- 
paragraph shall be read as if the references therein to 
“l/s” and “4” were references to “'/i0” and “9” 
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respectively. 

Related Provisions: 40(8), 70410) — Bat ie meaning of 
“child”. 

Pre-RSC History: Subsec. 40(1.1) adden. by 1980-81-82-83, c. 
140, subsec. 19(2). Subpara. 40(1)(a)(iii), subsec. (1.1) are applica- 
ble with respect to dispositions occurring after November 12, 1981 
otherwise than pursuant to the terms in existence on November 12, 
1981 of an offer or agreement in writing made or entered into on or 
before that date or otherwise than by virtue of an event referred to in 
subpara. 54(h)(ii), (i) or (iv) [now “proceeds of vob wl (c) 
or (d)] that occurred.on or before that. date. 

Interpretation Bulletins: IT-268R4: Inter vivos fie of farm 
property to child; IT-328R3: Losses on shares on which dividends 
have been received. 


(2) Limitations — Notwithstanding subsection (1), 
(a) [reserve] — subparagraph (1)(a)(iii) does 
not apply to permit a taxpayer to claim any 


amount under that subparagraph in nite aa a 
gain for a taxation year if 


(i) the taxpayer, at the end of the year or at 
any time in the immediately following year, 
was not resident in Canada or was exempt 
from tax under any provision of this Part, or 


_(ii) the purchaser of the property sold is a cor- 
poration that, immediately after the. sale, 


(A) was controlled, directly or. indirectly, 
in any manner whatever, by the taxpayer, 


(B) was controlled, directly or indirectly, 
in any manner whatever, by a person or 
group of persons by whom the taxpayer 
was controlled, directly or Seagate in 
any manner whatever; or 


(C) controlled the taxpayer, directly or in- 
directly, in any manner whatever, where 
the taxpayer is a corporation; 


Related Provisions: 256(5. 1) — Controlled sulants or indi- 
rectly — control in fact. 
Pre-RSC History: Subpara. 40(2)(a)(ii) amended by 1988;.c. 55, 
subsec. 21(2), to substitute (4 times), “, directly or indirectly, in any 
manner whatever,” for “directly or indirectly”, applicable with re- 
spect to dispositions after 1988. 
Para. 40(2)(a) substituted by 1974-75-76, c. 26, subsec. 16(1), appli- 
cable in respect of dispositions of property after May 6, 1974. Para. 
40(2)(a) formerly read: 
(a) subparagraph (1)(a)(iii) does not apply to permit a tax- 
payer to claim any amount thereunder in computing a gain for 
a taxation year if the taxpayer was, at any time in the year or 
the immediately following year, not resident in Canada; 
Interpretation Bulletins: IT-236R3: nee onaeenin Ce of 
capital. Property. . 
(b). [principal residence] woe auc the tax- 
payer is an individual, the taxpayer’s gain for a 
taxation year from the disposition of a property 
that was the taxpayer’s principal residence at any 
time after the date (in this section referred to as 
the “acquisition date’’) that is the later of Decem- 
ber 31, 1971 and the day on which the taxpayer 
last acquired or reacquired it, as the case may be, 
is the amount determined by the formula 
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where 


A is the amount that would, if this Act were read 

~ without reference to this paragraph and sub- 

sections 110,6(19) and (21), be the taxpayer’s 
gain therefrom for the year, 


B is one plus the number of taxation years that 
end after the acquisition date, for which. the 
property was the taxpayer’s principal resi- 

» dence-and during which the Pepeyet was resi- 
dent in Canada, ' 


_.C..is,the number of taxation years that end after 


the acquisition date during which the taxpayer 

owned the property whether jointly with an- 

other person. or otherwise, and 

D is 

(i) where the acquisition date is before 
February 23, 1994 and. the taxpayer or a 
spouse. of the taxpayer elected under sub- 
section 110.6(19) in respect of the property 
or an interest therein that was owned, im- 
mediately before the disposition, by the 
taxpayer, */3 of the lesser of 


(A). the total of all amounts each of 

which is the taxable capital. gain, of the 

taxpayer or of a spouse of the taxpayer 

that would have resulted from an elec- 

tion by the taxpayer or spouse. under 

subsection 110.6(19). in respect of the 
» property or interest.if 


(1) this Act were read without trefer- 
ence to subsection 110.6(20), and 


(II) the amount designated in the 
election were equal to the amount, if 
any, by. which the fair market value 
of the property or interest at the end 
of February 22, 1994 exceeds the 
amount determined by the formula 


Borie 
where 


E is the amount designated in the 
election that was made in respect 
of the property or interest, and’ 


F is the fair market value,.of. the 
property or interest at the end of 
February 22, 1994, and 


(B) the total of all: amounts'-each. of 
' which is the taxable capital gain of the 
taxpayer or of a spouse of the taxpayer 
«that would have resulted from an elec- 
tion that was made under subsection 
» 110:6(19) in respect-of the property or 
interest if the property were the princi- 
pal residence of neither the taxpayer 
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nor the spouse for each particular taxa- 
tion year unless the property was desig- 
nated, in a return of income for the tax- 
ation year that includes February 22, 
1994 or for a preceding taxation year, 
to. be the principal residence of either of 
them for the particular taxation year, 
and 


(ii) im any other case, zero; 


Related Provisions: 40(4) — Disposal of principal residence to 
spouse or trust for spouse; 40(5) — Where principal residence is 
property of trust for spouse; 40(6) — Special rule re principal resi- 
dence; 40(7.1) — Capital gains exemption election-ignored for pur- 
poses of determining when property last acquired; 45(3) — Election 
re principal residence; 257 — Formulas cannot calculate to less than 
zero. 


History: Para. 40(2)(b) amended by 1995, c. 3, subsec. 12(1), ap- 
plicable to dispositions that occur after February 22, 1994. Para. (b) 
formerly read: 


(b) where the taxpayer is an individual, the taxpayer’s gain 
for a taxation year from the disposition of a property that was 
the taxpayer’s principal residence at any time after the date, 
(in this section referred to as the “acquisition date”) that is the 
later of December 31, 1971 ‘and the day on which the tax- 
payer last acquired or reacquired it, as the case may be, is the 
taxpayer’s gain therefrom for the year otherwise determined 
minus that proportion thereof that 


(i) one plus the number of taxation years ending after the 
acquisition date for which the property was the tax- 
payer’s principal: residence and during which the tax- 
payer was resident in Canada, 


is of 
(ii) the number of taxation years ending after the acquisi- 


tion date during which the taxpayer owned the property 
whether jointly with another person or otherwise; 


Pre-RSC History: Para. 40(2)(b) substituted by 1977-78, c. 1, 
subsec. 17(1), applicable with respect to dispositions after March 
1977. Para. 40(2)(b) formerly read: 


(b) where the taxpayer is an individual, his gain for a taxation 
year from the disposition of a property that was at any time 
his principal residence is his gain therefrom for the year oth- 
erwise determined minus that proportion thereof that 


(i) one plus the number of taxation years ending after 
1971 for which the property was his principal residence 
and during which he was resident in Canada, 
is of 
(11) the number of taxation years ending after 1971 during 
which he owned the property, whether jointly with an- 
other person or otherwise; 
Selected Cases [para. 40(2)(b)]: Mintenko v. Canada, [1989] 1 
C.T.C. 40 (FCTD) (Only portion of farm land necessary to use and 
enjoyment of principal residence). 
1.T. Application Rules: 26.1(1) (change of use of property before 
1972). 
Interpretation Bulletins: IT-120R4: Principal residence; IT- 
268R3: Jnter vivos transfer of farm property to child; IT-366R: Prin- 
cipal residence: transfer to spouse or spouse trust. 


Forms: T2091: Designation of a property as a.principal residence 
by an individual; T2091(IND)WS: Principal residence worksheet. 


(c) [land used in farming business] — 
where the taxpayer is an individual, the tax- 
payer’s gain for a taxation year from the disposi- 
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tion of land used in a farming business carried on 
by the taxpayer that includes property that was at 
any time the taxpayer’s principal residence is 


(i) the taxpayer’s gain for the year, otherwise 
determined, from the disposition of the por- 
tion of the land that does not include the prop- 
erty. that. was the taxpayer’s principal resi- 
dence, plus the taxpayer’s gain for the year, if 
any, determined under paragraph (b) from the 
disposition of the property that was the tax- 
payer’s principal residence, or | 


(ii) if the taxpayer so elects in prescribed man- 
ner in respect of the land, the taxpayer’s gain 
for the year from the disposition of the land 
including the property that was the taxpayer’s 
principal residence, determined without re- 
gard to paragraph (b) or subparagraph (i) of 
this paragraph, less the total of 


~ (A) $1,000, and 


(B) $1,000 for each taxation year ending 
after the acquisition date for which the 
property was the taxpayer’s principal resi- 
dence and during which the taxpayer was 
resident in Canada; 


Related Provisions: 40(4) — Disposal of principal residence to 
spouse or trust for spouse. 


Pre-RSC History: Cl. 40(2)(c)(ii)(B) substituted by 1977-78, c. 1, 
subsec. 17(2), applicable with respect to dispositions after March 
1977. That cl. formerly read: 


(B) $1,000 for each taxation year ending after 1971 for which 
the property was his principal residence and during which he 
was resident in Canada; 


Regulations: 2300 (prescribed manner). 


interpretation Bulletins: IT-120R4: Principal residence; IT- 
268R3: Inter vivos transfer of farm property to child; IT-366R: Prin- 
cipal residence: transfer to spouse or spouse trust. 


Forms: T2090: Capital dispositions supplementary schedule re: 
Election available to farmers disposing of farmland. 


(d) [disposition of bond] — where the tax- 
payer is a corporation, its loss for a taxation year 
from the disposition of a bond or debenture is its 
loss therefrom for the year otherwise determined, 
less the total of such amounts received by it as, 
on account or in lieu of payment of, or in satis- 
faction of interest thereon. as were, by virtue of 
paragraph 81(1)(m), not included in rine 
its income; 


(e) [disposition to controller or controlled 
corporation] — where the taxpayer is a corpo- 
ration, its loss otherwise determined from the dis- 
position of any property disposed of by it to 
(1) a person by whom it was controlled, di- 
rectly or indirectly in any manner whatever, or 


(ii) a corporation that was controlled, directly 
or indirectly in any manner whatever, by a 
person described in subparagraph (i), 
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is nil; 


Reiated Provisions: 53(1)(f.1) — Addition to adjusted cost base; 
69(5)(a)(ii), 69(5)(e) — No application where property appropriated 
by shareholder on winding-up; 85(4) — Loss from disposition to 
controlled corporation; 98(5) — Where partnership business carried 
on as sole proprietorship; -256(5.1) — Controlled. directly or indi- 
rectly — control in fact. 


Pre-RSC History: Para. 40(2)(e) amended a 1988,.c. 55, subsec. 
21(3), to substitute (an 2 places) “controlled, directly or indirectly in 
any manner whatever,” for “controlled”, applicable with respect to 
dispositions after 1988. 


Selected Cases [para. 40(2)(e)]: Reeson Investments. Ltd. v. 
Canada, [1990] 2 C.T.C. 190 (FCTD) (Conversion of capital loss. to 
business investment loss prevented in transactions between associ- 
ated companies; transfers of business investment loss’ permitted). 


Advance Tax Rulings: ATR-57: Transfer of property: for estate 
planning purposes. 
(e.1) [disposition of debt of ‘related per- 
son] — a taxpayer’s loss; if any, from the dispo- 
sition at any time to a particular person or part- 
nership of an obligation that was, immediately 
after that time, payable by another person or part- 
nership to the particular person or partnership is 
nil where the taxpayer, the particular person or 
partnership and the other person or partnership 
are related to each other at that time or would be 
related to each other at that time if paragraph 
80(2)(j) applied for the purpose of this paragraph; 
Related Provisions: 40(2)(e.2), 40(2)(g)(ii) — Further limita- 
tions on loss on disposition of debt; 53(1)(f.1), (f.11) — Addition to 
adjusted cost base; 54“ cs 
does not apply; 80.01(8) — Deemed settlement. after debt parking; 


85(4)(b), 97(3)(b) — Addition to ACB on transfer to corporation or 
partnership. 


History: Para. 40(2)(e.1) added by 1995, c.-21, subsec, 11(2), ap- 
plicable to dispositions. that occur after July 12, 1994, other than 
dispositions pursuant to agreements in writing entered into before 
July 13, 1994. 


1.T. Application Rules: 26(5)(c)(ii)(A) (where property owned 

since June 18, 1971). 
(e.2) [settlement of commercial obliga- 
tion] — a taxpayer’s loss on the settlement or 
extinguishment of a particular commercial obli- 
gation (in this paragraph having the meaning as- 
signed by subsection 80(1)) issued by a person or 
partnership and payable to the taxpayer shall, 
where any part of the consideration given by the 
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person or partnership for the settlement or extin- 
guishment of the particular obligation consists of 
one or more other commercial obligations issued 
by the person or ‘partnership to the taxpayer, be 
deemed to be the amount determined by the 
formula 


(BC) 
B 


A xX 
where 


A is the amount, if any, “that would be the tax- 
payer’s loss from the disposition of the partic- 
ular obligation if this Act were read without 
reference to this paragraph, 


B is the total fair market value of all the consid- 
eration given by the person or partnership for 
the settlement or extinguishment of the partic- 
ular obligation, and 


C is the total fair market value of the other 
obligations; 

Related Provisions: 40(2)(e.2), 40(2)(g)(Gi) — Further limita- 

tions on loss on disposition of debt; 53(1)(f.12) — Addition to ad- 


justed cost base; 80(2)(h) — Application of debt forgiveness rules; 
257 — Formula cannot calculate to less than zero. 


History: Para. 40(2)(e.2) added by 1995, c. 21, subsec. 11(2), ap- 
plicable to dispositions that occur after December 20, 1994, other 
than dispositions pursuant to. agreements in writing entered into 
before December 21, 1994. 


LT. Application Rules: 26(5)(e)(ii)(A) (where. property owned 
since June. 18, 1971). 
(f) [right to a prize] — a taxpayer’s gain or loss 
from the disposition of 


(1) a chance to win a prize or bet, or 


(ii) a right to receive an amount-as.a prize or 
as winnings ona bet, 


in connection with a lottery scheme or a pool sys- 
tem of. betting referred to in section 20> of the 
Criminal Code 1s: nil; 
Pre-RSC History: The present wording of para. 40(2)(f) undoes 
(presumably inadvertently) the amendments. made by 1985, c. 22 
(see below). Section 205 (formerly 188.1) of the Criminal Code has 
been repealed. 


Para. 40(2)(f) amended. by 1985, c. 22, s. 5, to substitute “a prize” 
for “a prize or bet” in subpara. (i) and for “‘a prize or as winnings on 
a bet” in subpara. (ii), and “a lottery scheme” for “a lottery scheme 
or a pool system of betting referred to in section 188.1 of the Crimi- 
nal Code”. 


Para. 40(2)(f) substituted by 1980-81-82-83, c. 161, s. 34, pro- 
claimed in force December 8, 1983. Para. 40(2)(f) formerly read: 


(f) a taxpayer’s gain or loss from the disposition of 
(i) a chance to win a prize, or 
(ii) a right to receive an amount as a prize, 

in connection with a lottery scheme is. nil; 


Interpretation Bulletins: IT-213R: Prizes from lottery schemes, 
pool system betting and giveaway contests; IT-404R: Payments to 
lottery ticket vendors. 
(g) [various losses deemed nil] —a tax- 
payer’s loss, if any, from the. disposition of a 
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property, to the extent that it is 
(i) a superficial loss, 


(ii) a loss from the disposition of a debt or 
other right to receive an amount, unless the 
debt or right, as the case may be, was acquired 
by the taxpayer for the purpose of gaining or 
producing income from a business or property 
(other than exempt income) or as considera- 
tion for the disposition of capital property to a 
person with whom the taxpayer was dealing at 
arm’s length, 

Selected Cases [subpara. 40(2)(g)(ii)]: W.F. Botkin Construc- 

tion Ltd. v. Canada, [1993] 1 C.T.C. 2765 (TCC) (Loss on loan 


guarantee nil where no commercial reality to transaction other than 
to benefit taxpayer’s children). 


(iii) a loss from the disposition of any per- 
sonal-use property of the taxpayer (other than 
listed personal property or a debt referred to in 
subsection 50(2)), or 


(iv) a loss from the disposition of property to 


(A) a trust governed by a plan or fund re- 
ferred to in any of subparagraphs (e)(ii) to 
(iv) of the definition “disposition” in sec- 
tion 54 under which the taxpayer is a bene- 
ficiary or immediately after the disposition 
becomes a beneficiary, or 


(B) a trust governed by a registered retire- 
ment savings plan under which the tax- 
payer or the taxpayer’s spouse is an annui- 
tant or becomes, within 60 days after the 
end of the taxation year, an annuitant, 
is nil; 
Related Provisions: 3(b)(ii) — Limitation on use of Tisted per- 
sonal property losses; 13(21.2) — Superficial loss rule for deprecia- 
ble property; 18(13) — Superficial loss in business of lending 
money; 40(2)(e.1) — Limitation on loss where commercial obliga- 
tion disposed of in exchange for another commercial obligation; 
40(3.3), (3.4) — Limitation on loss where property acquired by af- 
filiated person; 41 — Listed personal property losses can offset 
listed personal property gains; 53(1)(f) — Addition to adjusted cost 
base — superficial loss; 80(1) — “Unrecognized. loss”; 85(4) — 
Loss from disposition to controlled corporation; 112(3)-(4.2) — 
Reduction in capital loss on shares where dividends previously paid; 
138(5.2) — Superficial loss in insurance business; 252(4) — Ex- 
tended meaning of “spouse”. 


Pre-RSC History: Cl. 40(2){g)(iv)(A) amended by 1986, c. 6, 
subsec. 18(1) to substitute “(B) to (D)” for “(B) to (E)”, applicable 
to 1986 et seg. 


Subpara. 40(2)(g)(iii) substituted by 1985, c. 45, subsec. 15(1), ap- 
plicable to 1985 et seg. Subpara. 40(2)(g)(iii) formerly read: 
(iii) a loss from the disposition of any personal-use property 
of the taxpayer other than listed personal property, or 
Cl. 40(2)(g)Gv)(A) substituted by 1977-78, Co 52,,SUDSECn/ ()aCl. 
40(2)(g)(iv)(A) formerly read: 
(A) a trust governed by a plan referred to in any of clauses 
54(c)(v)(B) to (D) under which he is a beneficiary or immedi- 
ately after the disposition becomes a beneficiary, or 


Subpara. 40(2)(g)(v) repealed by 1977-78, c. 1, subsec. 17(3), appli- 
cable with respect to transfers of property after May 25, 1976. That 
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subpara. had read: 


(v) where the taxpayer is a trust governed by a plan referred 

to in any of clauses 54(c)(v)(A) or (D), a loss from the dispo- 

sition of property to a beneficiary or annuitant thereunder. ~ 
Subparas. 40(2)(g)(iv), (v) added by 1976-77, c. 4, s. 10, applicable 
to transfers of property after May 25, 1976. 


1.T. Application Rules: 26(6). 


Interpretation Bulletins: IT-120R4; Principal residence; IT- 
124R6: Contributions to registered retirement savings plans; IT- 
159R3: Capital debts established to be bad debts; IT-160R3: Per- 
sonal use of aircraft; IT-218R: Profit, capital gains and losses from 
the sale of real estate; IT-239R2: Deductibility of capital losses 
from guaranteeing loans and loaning funds in non-arm’s length cir- 
cumstances; IT-325R2: Property transfers after separation, divorce 
and annulment. 


(h) [Shares of controlled corporation] — 
where the taxpayer is a corporation, its loss other- 
wise determined from the disposition at any time 
in a taxation year of shares of the capital stock of 
a corporation (in this paragraph referred to as the 
“controlled corporation’) that was controlled, di- 
rectly or indirectly in any manner whatever, by it 
at any time in‘the year, is its loss therefrom other- 
wise determined less the amount, if any, by 
which 


(i) all amounts. added under. paragraph 
53(1)(f.1) to the cost to another corporation of 
property disposed of to that corporation by the 
controlled corporation that were added to the 
cost of that property during the period that the 
controlled corporation was controlled by the 
taxpayer and.that may reasonably be consid- 
ered to be.attributable to losses on the:prop- 
erty that accrued-during the period that the 
controlled corporation was controlled by, the 
taxpayer 
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exceeds 


(ii) all amounts by which losses have been re- 
duced by virtue of this paragraph in respect of 
dispositions before that time of shares of the 
capital stock of the controlled corporation; 
and : 
Related Provisions: 85(4) — Loss from disposition to controlled 
corporation; 40(3.3), (3.4) — Limitation on loss where property, ac- 
quired by affiliated person; 87(2)(kk) — Amalgamations — Contin- 
uation of predecessor corporations; 112(3)-(4.2) — Reduction in 
capital loss on shares where dividends previously paid; 256(5.1) — 
Controlled directly or indirectly — control in fact. 


Pre-RSC History: That portion of para. 40(2)(h) preceding sub- 
para. (1) amended by 1988, c. 55, subsec. 21(4), to substitute “con- 
trolled, directly or indirectly, in any manner whatever,” for “con- 
trolled”, applicable to dispositions after 1988. 


Para. 40(2)(h) added by 1979, c. 5, s. 12, applicable in respect of 
dispositions of property after November 16, 1978. 
(i) [shares of certain corporations] — 
where at a particular time a taxpayer has disposed 


of a share of the capital stock of a corporation | 


that was at any time a prescribed venture capital 
corporation or a prescribed labour-sponsored 
venture capital corporation or a share of the capi- 
tal stock of a taxable Canadian corporation that 
was held in a prescribed stock savings plan or of 
a property substituted for such a share, the tax- 
payer’s loss from the disposition thereof shall be 
deemed to be the amount, if any, by which 


(i) the loss otherwise determined 
exceeds 
(ii) the amount, if any, by which 


(A) the amount of prescribed assistance 
that the taxpayer (or a person with whom 
the taxpayer was not dealing at arm’s 
length) received or is entitled to receive in 
respect of the share 


exceeds 


‘(B) the total of all amounts determined 
under subparagraph (i) in respect of any 
disposition of the share or of the property 
substituted for the share before the particu- 
lar time by the taxpayer or by a person 
with whom the taxpayer was not dealing at 
arm’s length. 
Related Provisions: 53(2)(k) — Reduction in adjusted cost 
base —-. government assistance; 112(3)-(4.2) —- Reduction in: capi- 
tal loss on shares where dividends previously paid; 248(5) — Sub- 
stituted property. 
History: Subpara. 40(2)(i)(ii) substituted by 1994, c. 21, s: 15, ap- 
plicable to 1991 et seq. That subpara. formerly read: 
(ii) the amount, if any, by which the amount of any prescribed 
assistance in respect of the share received by the taxpayer or 
by a person with whom the taxpayer was not dealing at arm’s 
length exceeds the total of all amounts each of which is an 
amount determined under subparagraph (i) in respect of any 
disposition of the share or of the property substituted for the 


S. 40(3)(d) 


share before the particular time by the taxpayer or by a person 
with whom the taxpayer was not dealing at arm’s length. 


Pre-RSC History: All that portion of para. 40(2)(i). preceding 
subpara. (i) substituted by 1987, c. 46, s. 12, to add “or a share of 
the capital stock of a taxable Canadian corporation that was held in 
a prescribed stock savings plan”, applicable to’1986 et seq. 


All that portion of para. 40(2)(i) preceding subpara. (i) substituted 
by 1986, c. 6, subsec. 18(2), to add “or a prescribed labour-spon- 
sored venture capital corporation”, applicable to 1985 et seq. 


Para. 40(2)(1) added by 1980-81-82-83, c. 48, s. 17, applicable to 
1979 et seq. 


Regulations: 6700, 6700.1 (prescribed venture capital corpora- 
tion); 6701 (prescribed labour-sponsored venture capital corpora- 
tion); 6702 (prescribed assistance); 6705 (prescribed stock savings 
plan). 


(j) [Repealed under former Act] 


Pre-RSC History: Para. 40(2)(j) repealed by 1986, c. 6, subsec. 
18(3), applicable to 1986 et seg. Para. 40(2)(j). formerly read: 


(j) where the taxpayer is a participant under an indexed secur- 
ity investment plan and pursuant to paragraph 47.1(2)(c) has 
transferred a security to the plan within 60 days after the day 
on which he acquired the security, his loss from the deemed 
disposition arising by virtue of such transfer shall be deemed 
to be the amount, if any, by which 


(i) the loss otherwise determined 
exceeds 


(ii) any outlays and expenses to the extent they were 
made or incurred by the taxpayer for the purpose of ac- 
quiring the security and were included in the cost to him 
of the security. 


Para. 40(2)qG) added by 1984, c. 1, subsec. 14(1), applicable with 
respect to transfers occurring after September 30, 1983. 


(3). Deemed gain where amounts to. be 
deducted from adjusted cost base exceed 
cost plus amounts to be added to adjusted 
cost base — Where 


(a) the total of all amounts required by subsection 
53(2) (except paragraph 53(2)(c)) to be deducted 
in computing the adjusted cost base to a taxpayer 
of any property at any time in a taxation year 


exceeds 
(b) the total of 


(i) the.cost to the taxpayer of the property de- 
termined for the purpose of computing the ad- 
justed cost base to the taxpayer of that prop- 
erty at that time, and 


(ii) all amounts required by subsection 53(1) 
to be added to the cost to the taxpayer of the 
property in computing the adjusted cost base 
to the taxpayer of that property at that time, 


the following rules apply: 


(c) subject to paragraph 93(1)(b), the amount of 
the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that 
time of the property, 

(d) for the purposes of section 93, the definition 
“foreign accrual property income” in subsection 
95(1) and section 110.6, the property shall be 
deemed to have been disposed of by the taxpayer 
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in the year, and 

(e) for the purposes of section 93, the amount of 
the excess shall be deemed to be proceeds of dis- 
position of the property to the taxpayer. | 


Related Provisions: 40(3.1)—(3.2) — Deemed capital gain or 
loss for passive partners;.53(1)(a) — Addition to adjusted cost base 


affiliate; 98(1)(c)—— Where partnership ceases to. exiSt; 
98.1(1)(c) — Residual interest in partnership. 
History: That portion of subsec. 40(3) following para. (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), s, 23, applicable to 1987 et 
seq. That portion formerly read: Stacey 
the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that time of that. 
property and for the purposes of section 110.6, that property 
shall be deemed to have been disposed of ae the sigh, in 
the year. 
Pre-RSC History: That portion of subsec. 40(3) following sub- 
para. (b)(ii) substituted by 1988, c. 55, subsec. 21(5), baht ewig to 
1985 et seq. That portion formerly read: 
the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that time of that 
property. 
Para. 40(3)(b) substituted by 1974-75-76, c. 26, subsec, 16(2), ap- 
plicable to 1972 et seq. 
Selected Cases [subsec. 40(3)]: Stursberg (R.K.G.) v. MNR, 
[1993] 2 C.T.C. 76 (FCA) (Transactions resulting in reduction of 
partner’s share and corresponding increase of another partner’s 
share was disposition of part of first partner’s interest, not distribu- 
tion of capital). 


Interpretation Bulletins: IT-242R: Retired partners; IT- 278R2: 
Death of a partner or of a retired partner. 


(3.1) Deemed gain for certain partners — 
Where, at the end of a fiscal period of a pattnership, 
a member of the partnership is a limited partner of 
the partnership or is a member of the partnership 
who was a specified member of the partnership at all 
times since becoming a member (except ‘where the 
member’s partnership interest was held by the mem- 
ber on February 22, 1994 and is an excluded interest 
at the end of the fiscal period), the amount deter- 
mined under subsection (3.11) shall be deemed to be 
a gain from the disposition, at the end of the fiscal 
period, of the member’s interest in the partnership 
and, for the purpose of section 110.6, the interest 
shall be deemed to have been disposed of by the 
member at that time. 


Related Provisions: 40(3.12) — Election for deemed capital loss 
where ACB is later positive; 40(3.131) — Specified member of 
partnership — anti-avoidance rule; 40(3.14) — Limited partner; 
40(3.15) — Excluded interest; 40(3.18) — Grandfathered partners; 
40(3.19) — Subsec. 40(3.1) takes precedence over 40(3); 40(3.2) — 
Paras. 98(1)(c) and 98.1(1)(c) take precedence; 53(1)(e)(vi) — Ad- 
dition to adjusted cost base; 53(2)(c)(i.3), (i.4) — Reduction i in ad- 
justed cost base. 


History: Subsec. 40(3.1) added by 1995, c. 3, subsec.. 12(2), appli- 
cable after February 21, 1994, except that subsec. 40(3.1) does not 
apply to a member of a partnership before the end of the partner- 
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ship’s fifth fiscal period ending after 1994 where the following con- 
ditions are; met: 


(a) the member acquires the parteiorsh ip interest before 1995; 


(b) all or substantially all of the property (other than money) of 

the partnership is a film production or an interest in one or more 

partnerships all-or substantially all of the property of which is a 
_ film production; 


(c) the: principal photography of the production (or, in the case 
of a television series, an episode of the series) commences 
- before 1995; 


-(d) the funds ied to produce the film production are raised 
before 1995 and the principal photography of the production is 
completed, and the funds are expended, before 1995 (or, in the 

“ease of a film production prescribed for the purpose of subpara. 
96(2.2)(d)(ii), the principal photography of the production is 
completed, and the funds are ah eae before March 2, 1995); 
and 


“(e) one of the following conditions is met: 


(i) the producer of the production has, before February 22, 
1994, entered into a written agreement for the pre-produc- 
tion, distribution, broadcasting, financing or acquisition of 
the production or the acquisition of the screenplay for the 
production (or has entered into a written contract before 
February 22, 1994 with a screenwriter to write the screen- 
play for the production), 


(ii) ‘the producer of. the production receives before 1995 a 
commitment for funding or government assistance (or an 
advance ruling or active status letter in respect of eligibility 
for such funding or other government assistance) for the 

'- production from a federal or provincial government agency 
the mandate of which is related to the provision of assis- 
tance to. film productions in Canada, or 


(iii) the production is a continuation of a television series | 


an episode of which satisfies the requirements of paragraph 
(e). 


Bre RSC History [former subsec. 40(3.1)]: Former subsec. 
40(3.1) repealed by 1986, c. 6, subsec. 18(4), applicable to 1986 et 
wes Subsec. 40(3.1) formerly read: 


GB. 1) Losses on transferring securities to an indexed 
security investment plan— Where, in any taxation year, a 
taxpayer pursuant to paragraph’47.1(2)(c) transfers a security 
owned by him to an indexed ‘security investment plan under 
which he is the participant and 


(a) the total of all capital losses of the taxpayer for. the 
year from dispositions of property arising by virtue of 
~ transfers to such plans 

exceeds 
(b) the total of all capital gains of the taxpayer for the 
year from dispositions of property arising by virtue of 
transfers to such ‘plans, 

the amount of the excess shall be deemed to.be a gain of the 


taxpayer for the year from ‘a disposition in the year of a capi- 
* ‘tal property. 


Subsec. 40(3.1) added by 1984, c. 1, subsec. 14(2), applicable to 
taxation years commencing after December 31, 1984. 


(3.11) Amount of gain — For the purpose of sub- 
section (3.1), the amount determined.at any time 
under, this subsection in respect of a member’s inter- 
est in a partnership is the amount determined by the 
formula 


A-B 
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where 


A. is the total of all amounts required by subsection 
53(2) to be deducted in computing the adjusted 
cost base to the member of the interest in the 
partnership at that time, and 


B. is the total of 


(a) the cost to the member of the interest de- 
termined for the purpose of computing the ad- 
justed cost base to the member of the interest 
at that time, and 


(b) all amounts required by subsection 53(1) 
to be added to the cost to the. member of the 
interest in computing the adjusted cost base to 
the member of the interest at that time. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Subsec. 40(3.11) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.12) Deemed. loss for certain partners — 
Where. a corporation, an individual (other than.a 
trust) or a testamentary trust (each of which. is. re- 
ferred to in this subsection as the “‘taxpayer’’) is a 
member of a partnership at the end of a fiscal period 
of the partnership, the taxpayer. shall be deemed to 
have a loss from the disposition at that time of the 
member’s interest in the partnership equal to the 
amount that the taxpayer elects in the taxpayer’s re- 
turn of income under this Part for the taxation year 
that includes that time, not exceeding the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which was 
an amount deemed by subsection (3.1) to be a 
gain of the taxpayer from a disposition of the 
interest before that time 


exceeds 


(ii) the total of all amounts each of which was 
an amount deemed by this subsection to be a 
loss of the taxpayer from a disposition of the 
interest before that time, and ; 


(b) the adjusted cost base to the taxpayer of the 
interest at that time. 


Related Provisions: 53(2)(c)(i.2) — Reduction in adjusted cost 
base. — 


History: Subsec. 40(3.12) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.13) Artificial transactions — For the.purpose 
of applying section 53.at any time to a member of a 
partnership who would be’ a member described in 
subsection (3.1) of the partnership if the fiscal period 
of the partnership that includes..that time ended at 
that time, where at any time after February 21, 1994 
the member, of the partnership. makes a contribution 
of capital to the partnership and 


(a) the partnership or a person or partnership with 
whom the partnership does not deal at arm’s 
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length 


(i) makes a loan to the member or to a person 
with whom the member does not deal at arm’s 
length, or 


(ii) pays an amount as, on account of, in lieu 
of payment of or in satisfaction of, a distribu- 
tion of the member’s share of the partnership 
profits or partnership capital, or 


(b) the member or a person with whom the mem- 
ber does not deal at arm’s length becomes in- 
debted to the partnership or a person or partner- 
ship with whom the partnership does not deal at 
arm’s length, 


and it is established, by subsequent events or other- 
wise, that the loan, payment or indebtedness, as the 
case may be, was made or arose as part of a series of 
contributions and such loans, payments or other 
transactions, the contribution of capital shall be 
deemed not to have been made. 


Related Provisions: 251 — Arm’s length. 


History: Subsec. 40(3.13) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.14) Limited partner — For the purpose of sub- 
section (3.1), a member of a partnership at a particu- 
lar time is a limited partner of the partnership at that 
time if, at that time or within 3 years after that time, 


(a) by operation of any law governing the part- 
nership arrangement, the liability of the member 
as a member of the partnership is limited; 


(b) the member or a person with whom the mem- 
ber does not deal at arm’s length is entitled to re- 
ceive an amount or obtain a benefit that would be 
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described in paragraph 96(2.2)(d) if it were read 
without reference to subparagraphs 96(2.2)(d)(ii) 
and (vi); 


(c) one of the reasons for the existence of the 
member who owns the interest 


(i) can reasonably be considered to be to limit 
the liability of any person with respect to that 
interest, and 


(ii) cannot reasonably be considered to be to 
permit any person who has an interest in the 
member to carry on the person’s business 
(other than an investment business) in the 
most effective manner; or 


(d) there is an agreement or other arrangement for 
the disposition of an interest in the partnership 
and one of the main reasons for the agreement or 
arrangement can reasonably be considered to be 
to attempt to avoid the application of this subsec- 
tion to the member. 


History: Subsec. 40(3.14) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.15) Excluded interest — For the purpose of 
subsection (3.1), an excluded interest in a partner- 
ship at any time means an interest in a partnership 
that actively carries on a business that was carried on 
by it throughout the period beginning February 22, 
1994 and ending at that time, or that earns income 
from a property that was owned by it throughcut that 
period, unless in that period there was a substantial 
contribution of capital to the partnership or a sub- 
stantial increase in the indebtedness of the 
partnership. 

Related Provisions: 40(3.16) — Amounts considered not to be 
substantial; 40(3.17) — Whether carrying on business before Febru- 


ary 22, 1994; 53(2)(c)(i.4)(E) — Effect of excluded interest on 
ACB of partnership with 1995 stub period income. 


History: Subsec. 40(3.15) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 
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(3.16) Amounts considered not to be sub- 
stantial — For the purpose of subsection (3.15), an 
amount will be considered not to be. substantial 
where rie 


(a) the amount 


(i) was raised pursuant to the terms of a writ- 
ten agreement entered into by a partnership 
before February 22, 1994 to issue an interest 
in the partnership and was expended on ex- 
penditures contemplated by the agreement 
before 1995 (or before March 2, 1995 in the 
case of amounts expended to acquire a film 

_ production prescribed for the purpose of sub- 
paragraph 96(2.2)(d)(1) the principal photog- 
raphy of which or, in the case of such a pro- 
duction that is a television series, one episode 
of the series, commences before 1995 and the 
production is completed before March 2, 

1995, or an: interest in one or more partner- 
ships all or substantially all of the property of 
which is such a film production), 


(ii) was raised pursuant to the terms of a writ- 
ten agreement (other than an agreement re- 
ferred to in subparagraph (i)) entered into by a 
partnership before February 22, 1994 and. was 
expended on expenditures contemplated by 
the agreement before 1995 (or before March 
2, 1995 in the case of amounts expended to 
acquire a film production prescribed for the 
purpose of subparagraph 96(2.2)(d)(ii) the 
principal photography of which or, in the case 
of such a production that is a television series, 
one episode of the series, commences before 
1995 and the production is completed before 
March 2, 1995, or an interest in one or more 
partnerships all or substantially all of the 
property of which is. such a film production), 


(iii) was used by the partnership before 1995 
(or before March 2, 1995 in the case of 
amounts expended to acquire a film produc- 
tion ‘prescribed for the purpose of subpara- 
- graph 96(2.2)(d)Ui) the principal photography 
of which or, in'the case of such a production 
that is a television series, one episode of the 
series, commences before 1995 and the pro- 
duction is completed before March 2, 1995, or 
an interest in one or more partnerships all or 


ment filed before February 22, 1994 with a public 
authority in Canada pursuant to and in accor- 
dance with the securities legislation of Canada or 


_ of a province and, where required by law, ac- 


cepted for filing by the public authority, and ex- 
pended before 1995 (or before March 2, 1995 in 
the case of amounts expended to acquire a film 
production prescribed for the purpose of subpara- 
graph 96(2.2)(d)(ii), or an interest in one or more 
partnerships all or substantially all of the property 
of which is such a film production) on expendi- 
tures contemplated by the document that was 
filed before February 22, 1994; 


(c) the amount was raised before 1995 pursuant 
to the terms of an offering memorandum distrib- 
uted as part of an offering of securities where 


(1) the memorandum contained a complete or 
substantially complete description of the se- 
curities contemplated in the offering as well 
as the terms and conditions of the offering, 


(i) the memorandum was distributed before 
February 22, 1994, 


(ii1) ‘solicitations in respect of the sale of the 
securities contemplated by the memorandum 
were made before February 22, 1994, 


(iv) the sale of the securities was substantially 
in accordance with the memorandum, and 


(v) the funds are expended in accordance with 
the memorandum before 1995 (except that the 
funds may be expended before March 2, 1995 
in the case of a partnership all or substantially 
all of the property of which is a film produc- 
tion prescribed for the purpose of subpara- 
graph 96(2.2)(d)(ii) the principal photography 
of which or, in the case of such a production 
that is a television series, one episode of the 
series, commences before 1995 and the pro- 
duction is completed before March 2, 1995, or 
an interest in one or more partnerships all or 
substantially all of the property of which is 
such a film production); or 


(d) the amount was used for an activity that was 
carried on by the partnership on February 22, 
1994 but not for a significant expansion of the ac- 
tivity nor for the acquisition or production of a 
film production. 


Related Provisions: 40(3.17) — Partnership deemed to have car- 


substantially all of the property of which 1S ried on business before February 22, 1994; 40(3.18)(d) — 
such a film production) to make an expendi- Grandfathering of certain partnership interests. 


ture required to be made pursuant to the terms 


History: Subsec. 40(3.16) added by 1995, c. 3, subsec. 12(2), ap- 


of a written agreement entered into by the | plicable after February 21, 1994. 


partnership before February 22, 1994, or 


(iv) was, used to repay a loan, debt or contri- 
bution of capital that had been received or in- 


(3.17) Whether carrying on business before 
February 22, 1994 — For the purpose of subsec- 
tion (3.15), a partnership in respect of which para- 


curred in respect of any such expenditure; graph (3.16)(a), (b) or (c) applies shall be considered 
(b) the amount was raised before 1995 pursuant | to have actively carried on the business, or earned 
to the terms of a prospectus, preliminary prospec- | income from the property, contemplated in the docu- 
tus, offering memorandum or registration state- | ment referred to in that paragraph throughout the pe- 
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riod beginning February 22, 1994 and ending on the 
earlier of the closing date, if any,.stipulated in the 
document and January 1, 1995. 


History: Subsec. 40(3.17) added by 1995, ‘c. 3, subsec, ee ap- 
plicable after February 21, 1994. 


(3.18) Deemed partner — Boisthie purpose of sub- 
section (3.1), a member of a partnership who ac- 
quired an interest in the partnership after February 
22, 1994 shall be deemed to have held the interest on 
February 22, 1994 where the member anspulses the 
interest 


(a) in circumstances in which 
(i) paragraph 70(6)(d.1) applied, 


(ii) where the member is an individual, the 
member’s spouse held the partnership interest 
on February 22, 1994, 


(111) where the member is a trust, the taxpayer 
by whose will the trust was created held the 
partnership interest on February 22, 1994, and 


(iv) the partnership interest was, immediately 
before the death of the spouse or the taxpayer, 
as the case may be, an excluded interest; 


(b) in circumstances in which 
(i) paragraph 70(9.2)(c) applied, 


(ii) the member’s parent held the partnership 
interest on February 22, 1994, and 


(111) the partnership interest was, immediately 
before the parent s death, an excluded 
interest; 


(c) in circumstances in which . 
(i) paragraph 70(9.3)(e) applied, 


(ii) the trust referred to in subsection 70(9.3) 
or the taxpayer by whose will the trust was 
created held the partnership interest on Febru- 
ary 22, 1994, and 


(ii1) the partnership interest was, immediately 
before the death of the spouse referred to in 
subsection 70(9.3), an excluded interest; or 


(d) before 1995 pursuant to a document referred 
to in subparagraph (3.16)(a)(i). or paragraph 
(3.16)(b) or (c). - 
Related Provisions: 252(2)(a) — Extended meaning of “pans : 
252(4)(a) — Extended meaning of “spouse”. 


History: Subsec. 40(3.18) added by 1995, 'c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.19) Non-application of subsec. (3\— Sub- 
section (3) does not apply in any case where subsec- 
tion (3.1) applies. 


History: Subsec. 40(3.19) added by 1995, c. 
plicable after February 21, 1994. 


3, subsec. La, ap- 


(3.2) Non-application of subsec. (3.1) — Sub- 
section (3.1) does not apply in any case where para- 
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graph 98(1)(c) or 98.:1(1)(c) apples. © 
History: Subsec. 40(3.2) added by 1995, c. 3, subsec. 12(2), appli- 
cable after February 21, 1994. 
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(4) Disposal of principal residence to spouse 
or trust for spouse — Where a taxpayer has, after 
1971, disposed of property to an individual in cir- 
cumstances to which subsection 70(6) or 73(1) ap- 
plied, for the purposes of computing the individual’s 
gain from the disposition of the property under para- 
graph (2)(b) or (c), as the case may be, 


(a) the individual shall be deemed to have owned 
the property throughout the period during which 
the taxpayer owned it; 

Selected Cases [para. 40(4)(a)]: Dumais v. MNR, [1990] 1 


C.T.C. 342 (FCTD) (Capital gain from disposition of community 
property taxable to husband alone). 


(b) the property shall be deemed to have been the 
individual’s principal residence 


(i) in any case where subsection 70(6) is ap- 
plicable, for any taxation year for which it 
would, if the taxpayer had designated it in 
prescribed manner to have been the taxpayer’s 
principal residence for that year, have been 
the taxpayer’s principal residence, and 


(ii) in any case where subsection 73(1) is ap- 
plicable, for any taxation year for which it 
was the taxpayer’s principal residence; and 


(c) where the individual is a trust, the trust shall 
be deemed to have been resident in Canada dur- 
ing each taxation year during which the taxpayer 
was resident in Canada. 
Related Provisions: 40(7.1) — Effect of election to trigger capi- 
tal gains exemption. 
Pre-RSC History: All that portion of subsec. 40(4) preceding 
para. (a) substituted by 1985, c..45, subsec, 15(2), applicable to dis- 
positions occurring after May 9, 1985. That portion of subsec. 40(4) 
formerly read: 
(4) Where principal residence disposed of to spouse or 
trust in favour of spouse — Where a taxpayer has, after 
1971, disposed of property to an individual who is deemed by 
subsection 70(6) or 73(1) to have acquired it for an amount 
equal to its adjusted cost base to the taxpayer immediately 
before the disposition, for the purposes of computing the indi- 
vidual’s gain from the disposition of the property under para- 
graph (2)(b) or (c), as the case may be, 
Regulations: 2301 (prescribed manner of designation). 
Interpretation Bulletins: IT-120R4: Principal residence; IT- 
366R: Principal residence — transfer to spouse or spouse trust. 


(5) [Repealed] 


History: Subsec. 40(5) repealed by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 12, applicable to dispositions occurring after 1990. Subsec. 
40(5) formerly read: 


(5) Where principal residence is property of trust for 
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spouse — For, the purposes of determining whether any 
property of a trust described in subsection. 70(6) or 73(1) was 
its principal residence for any taxation year, the reference in 
paragraph (a) of the definition “principal residence” in sec- 
tion 54 to “the taxpayer” shall be read as if it were a reference 
to the spouse referred to in subparagraph 70(6)(b)(i) or 
73(1)(c)(i), as the case may be. 


Pre-RSC History: Subsec. 40(5) substituted by 1985, c. 45, sub- 
sec. 15(3), applicable to dispositions occurring after May 9, 1985. 
Subsec. 40(5) formerly read: 


(5) Principal residence where property of trust in favour 

of spouse — For the purposes of determining whether any 
property of a trust described in subsection 70(6) or 73(1) was 
its principal residence for any taxation ' year, paragraph 54(g) 
shall be read as if 


(a) the reference in’ subparagraph (i) of that parieraoh to 
“the taxpayer” were read as a reference to the spouse re- 

ferred to in subparagraph 70(6)(b)(i) or 73( 1)(c)(i), as the 

case may be, and 

(b) the references in subparagraph (iii) of that paragraph 

to “him” were read as references to the trust and the 

spouse mentioned in paragraph (a). 


Para. 40(5)(a) substituted by 1977-78, c. 32, subsec. 7(2). applicable 
to 1978 et seq., to substitute “73(1)(c)(i)” for “paragraph 73(1)(a)”. 


(6) Special rule concerning principal resi- 
dence — Where a property was owned by a tax- 
payer, whether jointly with another person or other- 
wise, at the end of 1981 and continuously thereafter 
until disposed of by the taxpayer, the amount of the 
gain determined under paragraph (2)(b) in respect-of 
the disposition shall not exceed the amount, if any, 
by which the total of 


(a) the taxpayer’s gain calculated in accordance | 


with paragraph (2)(b) on the assumption that the 
taxpayer had disposed of the property on Decem- 
ber 31, 1981 for proceeds of disposition equal to 
its fair market value on that date, and 


(b), the taxpayer’s gain calculated. in, accordance 
with paragraph (2)(b) on the assumption that that 
paragraph applies.and that: 


(1) the taxpayer acquired the property on Janu- 

ary 1,,1982 at a cost equal to its proceeds of 

disposition as determined. under paragraph (a), 
and, 

(ii) the description of B in paragraph (2)(b) is 
read without reference to “‘one plus”: 


exceeds 


(c) the amount, if any, by which the fair market 

value of the property on December 31, 1981 ex- 

ceeds the proceeds of disposition of the property 

determined without reference to this subsection. 
Related Provisions: 40(7.1) — Effect of election to trigger capi- 
tal gains exemption. 


History: Subpara. 40(6)(b)(ii) amended by 1995, c. 3, subsec. 
12(3), applicable to dispositions that occur after February 22, 1994. 
Subpara. (ii) formerly read: 
(ii) subparagraph (2)(b)(i) is read without reference ‘to “one 
plus” 


Pre-RSC History: Subsec. 40(6) midba by 1980-815 82: 83, c. 140, 


subsec. 19(3), applicable with respect to dispositions of property oc- | 
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curring after 1981. 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
366R: Principal residence — transfer to spouse or spouse trust. 


(7) Property in satisfaction of interest in 
trust — Where property has been acquired by a tax- 
payer in satisfaction of all or any part of the tax- 
payer’s capital interest in a trust, in circumstances to 
which subsection 107(2) applies and subsection 
107(4) does not apply, for the purposes of paragraph 
(2)(b) and the definition “principal residence’’ in sec- 
tion 54, the taxpayer shall be deemed to have owned 
the property continuously since the trust last ac- 
quired it. 

Related Provisions: 40(7.1) — Effect of election to trigger capi- 


tal gains exemption; 107(2. Ur OSD oe distribution 
by spouse trust. 


Pre-RSC History: Subsec. 40(7) added by 1985, c. 45, subsec. 
15(4), applicable to dispositions occurring after May 9, 1985. 


Interpretation Bulletins: IT-120R4:. Principal residence; IT- 


— 437R: Ownership of property (principal residence). 


(7.1) Effect of election under subsec. 
110.6(19) — Where an election was made under 
subsection 110.6(19) in respect of a property of a 
taxpayer that was the taxpayer’s principal residence 
for the 1994 taxation year or that, in the taxpayer’s 
return of income for the taxation year in which the 
taxpayer disposes of the property or grants an option 
to acquire the property, is designated as the tax- 
payer’s principal residence, in determining, for the 
purposes of paragraph (2)(b) and subsections (4) to 
(7),-the day on which the property was last acquired 
or reacquired by the taxpayer and the period 
throughout which the property was owned by the 
taxpayer this Act shall be read without reference to 
subsection 110.6(19). 


History: Subsec.-40(7.1). added by 1995, c. wey subsec. 12(4), appli 
cable to dispositions that occur after February 22,:1994. 


(8) Application of subsec. 70(10) — The defini- 
tions in subsection 70(10) apply to this section. 


Origin of subsec. 40(8): R.S.C. 1985, c. 1 (Sth Supp.) sive ed 
contained in the opening words of subsec. 70(10)). 


S. 40(9) 


Definitions [s. 40]: “acquired” — 256(7)-(9); “acquisition 
date” — 40(2)(b), 40(7.1); “adjusted cost base” — 54, 248(1); “af- 
filiated” — 251.1; “amount” — 248(1); “arm’s length” — 251(1); 
“business” — 248(1); “Canada” — 255; “capital gain”, “capital 
loss” — 39(1), 248(1); “capital property” —54, 248(1); “child” — 
40(8), 70(10), 252(1); “class of shares” — 248(6); “control” — 
256(7)-(9); “controlled directly or indirectly” — 256(5.1); “corpo- 
ration” — 248(1), Interpretation Act 35(1); “disposition” — 54; 
“excluded interest” — 40(3.15); “farming” — 248(1);. “fiscal pe- 
riod” — 248(1), 249(2)(b), 249.1; “identical” — 40(3.5), 248(12); 
“individual” — 248(1); “interest in a family farm partnership” aa 
40(8), 70(10); “last acquired” — 40(7.1); “limited partner” — 
40(3.14); “listed personal property” — 54, 248(1); “parent” — 
252(2)(a); “person” — 248(1); “personal-use property” — 54, 
248(1); “prescribed” — .248(1); “principal residence”, “proceeds of 
disposition” — 54; “property” — 248(1); “province” — Interpreta- 
tion Act 35(1); “resident in Canada” — 250; “share” — 248(1); 
“share of the capital stock of a family farm corporation” — 40(8), 
70(10); “small business corporation”, “specified member” — 
40(3.131), 248(1); “spouse” — 252(4)(a); “substantial” — 40(3.16); 


“substituted property” — 248(5); “superficial loss” — 54; “taxable | 


Canadian corporation” — 89(1), 248(1); “taxation year” — ‘249; 
“taxpayer” — 40(3.12), 248(1); “testamentary trust” — 108(1), 
248(1); “trust” — 104(1), 248(1), (3); “written” — Interpretation 
Act 35(1) [writing]. 


Interpretation Bulletins [s. 40]: IT-332R: Personal-use 
property. 


41. (1) Taxable net gain from disposition of 
listed personal property — For the purposes of 
this Part, a taxpayer’s taxable net gain for a taxation 
year from dispositions of listed personal property is 
*/s.of-the amount determined under subsection (2) to 
be the taxpayer’s net gain for the year from disposi- 
tions of such property. 

Related Provisions: 127.52(1)(d)(i) — Untaxed '/4 of gain added 


to income for minimum tax purposes; 248(1)‘taxable net gain” — 
Definition applies to entire Act. 


Pre-RSC History: Subsec. 41(1) amended by 1988, c. 55, s. 22, to 
substitute ““/s” for “'”, applicable to taxation years and fiscal peri- 
ods ending after 1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
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ation years and fiscal periods ending after 1987 and before 
1990, the reference to ‘“/s’”’ shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to “Ys” shall, 
in respect of the corporation for the year, be read as a reference 
to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that. proportion of */3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the reference to “*/4” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the 
aggregate of 


(1) that proportion of '/ that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii) that proportion of */3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(111) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 
Interpretation Bulletins: See list at end of s. 41. 
Forms: T2081: Listed personal property. 


(2) Determination of net gain — A taxpayer’s 
net gain for a taxation year from dispositions of 
listed personal property is an amount determined as 
follows: 


(a) determine the amount, if any, by which the to- 
tal of the taxpayer’s gains for the year from the 
disposition of listed personal property, other than 
property described in subparagraph 39(1)(a)@.1), 
exceeds the total of the taxpayer’s losses for the 
year from dispositions of listed personal property, 
and 


(b) deduct from the amount determined under 
paragraph (a) such portion as the taxpayer may 
claim of the taxpayer’s listed-personal-property 
losses for the 7 taxation years immediately pre- 
ceding and the 3 taxation years immediately fol- 
lowing the taxation year, except that for the pur- 
poses of this paragraph 


(i) an amount in respect of a listed-personal- 
property loss is deductible for a taxation year 
only to the extent that it exceeds the total of 
amounts deducted under this paragraph in re- 
spect of that loss for preceding taxation years, 


(ii) no amount is deductible in respect of the 
listed-personal-property loss of any year until 
the deductible listed-personal-property losses 
for previous years have been deducted, and 


(i11) no amount is deductible in respect of 
listed-personal-property losses from the 
amount determined under paragraph (a) for a 
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taxation: year except tothe extent of the 
amount so determined for the year, 


and the remainder determined under paragraph (b) is 
the taxpayer’s net gain for the year from sn 
of listed personal property.: 


Related Provisions: 46(1)— Personal-use property. 


Pre-RSC History: All that portion of pata. 41(2)(b) preceding 
re (ii) substituted by 1984, c. 1, applicable with respect to: 


(a) the computation of a taxpayer’s net gain from dispositions 
'_ of listed personal property for.the 1983 and subsequent taxation 
years, except that in the application of paragraph 41(2)(b) of the 
said Act, as enacted by subsection (1), to a listed personal-prop- 
erty loss determined for the 1982 and preceding taxation years, 
the reference therein to “‘7 LaxAvon years” shall be read as a 
reference to. “5S taxation years”, and. 


_(b) a taxpayer’s listed-personal- property ee for the 1983 and 
subsequent taxation years, except that in the application of para- 
graph 41(2)(b) of the said Act, as enacted by subsection (1), the 
reference therein to “3 taxation years” shall, in the case of a loss 
determined for the 1983 taxation year, be read as. a reference to 
“taxation year” and,.in the case,of a loss determined for the 
1984 taxation year, be read as a reference to-“2 taxation years”. 

‘That portion of para. 41(2)(b) formerly read: 
(b) deduct from the amount determined under paragraph (a) 

‘his listed-personal-property losses for the 5 taxation years im- 
mediately preceding and the taxation year immediately fol- 
lowing the taxation year, excent that for the purpose of this 
paragraph 

(i) an amount in respect of a listed- -personal- property ] loss 

is only deductible to the extent that it exceeds the aggre- 

gate of amounts, previously deductible in aan of that 

’ loss under this paragraph, 

Para. 41(2)(a) substituted by 1974-75-76, c. 50, s. 49, in force from 
September 6,:1977; toadd “other than binsiaverd described'in subpar- 
agraph 39(1)(a)(i:1)”. ' 
Interpretation Bulletins: IT-407R4: Diesen of cultural 
property to seseKsene Canadian institutions. See also list at end of 
s. 41. 
Forms: T1A: Request fh loss carry-back; T3A: Request for loss 
carry-back by a trust; T2081: Listed personal property; T2088: Cap- 
ital dispositions supplementary schedules — net listed personal 
property losses — unapplied; net capital losses — unapplied. 


(3) Definition of “listed-personal-property 
loss” — In this section, “‘listed-personal-property 
loss” of a taxpayer for a taxation year means the 
amount, if any, by which the total of the taxpayer’s 
losses for the year from dispositions of listed per- 
sonal property ‘exceeds the total of the taxpayer’s 
‘gains for the year from dispositions of listed personal 
property, other than property described in subpara- 
graph 39(1)(a)(i.1). 

Related Provisions: 152(6) — Reassessment; 
Effect of carryback of loss. 


Pre-RSC History: Subsec, 41(3) substituted by 1974-75-76, c. 50, 
s.. 49, in force from September 6, 1977, to add “other than property 
described in subparagraph 39(1)(a)(G.1)”. 

Interpretation Bulletins [subsec. 41(3)]: IT-159R3: Capital 
debts established to be bad debts. See also list at end of s. 41. 
Definitions [s. 41]: “amount” — 248(1); “disposition” — 54; 
“listed personal property” —54, 248(1); “listed-personal-property 
loss” — 41(3); “property” — 248(1); “taxable ‘net gain” — 41(1), 
248(1); “taxation year” — 249; “taxpayer” — 248(1). 


164(5), (5.1) —_ | 
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Interpretation Bulletins [s. 41]: 
property. 


IT-332R:, Personal-use 


42. Dispositions subject to warranty — In 
computing a taxpayer’s proceeds of disposition of 
any property for the purposes of. this. subdivision, 
there shall be included all amounts received or re- 
ceivable by the taxpayer as consideration for warran- 
ties, covenants or other conditional or contingent ob- 
ligations given or incurred by the taxpayer in respect 
of the disposition, and in computing the taxpayer's 
income for the taxation year in which the property 
was disposed of and for each subsequent taxation 
year, any outlay or expense made or incurred by the 
taxpayer in any such year pursuant to or by reason of 
any such obligation shall be deemed to be a loss of 
the taxpayer for that year from a disposition of a cap- 
ital property and for the purposes of section 110.6, 
that capital property shall be deemed to have been 
disposed of by the taxpayer in that year. 

Related . Provisions: . 87(2)(n) — Amalgamations — outlays 
made pursuant to warranty. 


Pre-RSC History: S. 42 substituted by 1988, c. 55, s. 23, applica- 
ble to 1985 et seq. S. 42, formerly read: 


42. Dispositions subject to warranty — In computing a tax- 
payer’s proceeds of disposition of any property for the pur- 
poses of this subdivision, there shall be included any amount 
received or receivable by the taxpayer.as consideration for 
any warranty, covenant or other conditional or contingent ob- 
ligation given or incurred by the taxpayer in respect of the 
disposition, and in computing the taxpayer’s income for the 
taxation year in which the property was disposed of and for 
each subsequent taxation year, any outlay or expense made or 
incurred by the taxpayer in any such year pursuant to or by 
virtue of the obligation shall be deemed to be a loss of the 
taxpayer for that taxation year from the disposition of a capi- 
tal property. 


S. 42 substituted by 1985 


, ¢. 45, s. 16, applicable to 1985 ef seq. S. 
42 formerly: read: 


42. Dispositions subject to warranty — In computing a tax- 
payer’s proceeds of disposition of any property for the pur- 
poses of this subdivision, there shall be included any amount 
received or receivable by the taxpayer as. consideration for 
any warranty, covenant or other conditional or contingent ob- 
ligation incurred by the taxpayer in respect of the disposition, 
and in computing the taxpayer’s income for the year in which 
the property was disposed-of or for any of the 6 immediately 
following taxation years, any outlay or expense made or in- 
curred by the taxpayer in any such taxation year pursuant to 
or by virtue of the obligation shall, if the obligation was a 
legal obligation incurred by the taxpayer, be deemed to be a 
loss'of the taxpayer for that taxation year from the disposition 
of a capital property. 

Definitions [s. 42]: “amount” — 248(1); “capital property” — 54, 

248(1); “property” — 248(1); “taxation year” — 249; “taxpayer” — 

248(1). en 

Interpretation Bulletins [s. 42]: IT-330R: Disposition of capital 

property subject to warranty, covenant, etc. 


43. Part dispositions — For the purpose of com- 
puting a taxpayer’s gain or loss for a taxation year 
from the disposition of a part of a property, the ad- 
justed cost base to the taxpayer, immediately before 
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the disposition, of that part is such portion of the ad- 
justed cost base to the taxpayer at that time of the 
whole property as may reasonably be regarded as at- 
tributable to that part: 

Related Provisions: 53(2)(d) — Reduction in adjusted cost base; 
98.2(c), 100(3)(c) — No application to transfer of partnership inter- 
est on death. 

Pre-RSC History: S. 43 substituted by 1974-75-76, c. 26, s. 17, 
applicable to 1972 et seq. 

Definitions [s. 43]: “adjusted cost base” — 54, 248(1); “prop- 
erty” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 
Interpretation Bulletins [s. 43]: IT-200: Surface rentals and 
farming operations; IT-226R: Gift to a charity of a residual interest 
in real property or an equitable interest in a trust; IT-242R: Retired 
partners; IT-264R: Part dispositions; IT-278R2: Death of a partner 
or of a retired partner; IT-338R2: Partnership interests — changes 
in cost base resulting from the admission or retirement of a partner; 
IT-359R2: Premiums and other amounts re leases; IT-373R: Farm 
wood lots and tree farms; IT-418: Capital cost allowance — partial 
dispositions of property. 


43.1 (1) Life estates in real property — Not- 
withstanding any other provision of this Act, where 
at any time a taxpayer disposes of a remainder inter- 
est in real property (except as a result of a transac- 
tion to which subsection 73(3) would otherwise ap- 
ply or by way of a gift to a donee described in the 
definition “total charitable gifts” or “total Crown 
gifts” in subsection 118.1(1)) to a person or partner- 
ship and retains a life estate or an estate pur autre vie 
(in this section called the “life estate”) in the prop- 
erty, the taxpayer shall be deemed 


(a) to have disposed at that time of the life estate 
in the property for proceeds of disposition equal 
to its fair market value at that time; and 


(b) to have reacquired the life estate immediately 
after that time at a cost equal to the proceeds of 
disposition referred to in paragraph (a). 
Related Provisions: 248(4) — Interest in real property. 
History: The opening words of subsec. 43.1(1) substituted by 


1994, c. 21, s. 16, applicable to dispositions occurring after Decem- 
ber 20, 1991. The opening words of that subsec. formerly read: 


43.1 (1) Life estates in real property — Notwithstanding 
any other provision of this Act, where at any time a taxpayer 
disposes of a remainder interest in real property (except as a 
result of a transaction to which subsection 73(3) would other- 
wise apply) to a person or partnership (other than a registered 
charity that is a charitable organization within the meaning 
assigned by subsection 149.1(1)) and retains a life estate or an 
estate pur autre vie (in this section called the “‘life estate’”’) in 
the property, the taxpayer shall be deemed 


See also History at end of s. 43.1. 


(2) Idem — Where, as a result of an individual’s 
death, a life estate to which subsection (1) applied is 
terminated, 


(a) the holder of the life estate immediately 
before the death shall be deemed to have dis- 
posed of the life estate immediately before the 
death for proceeds of disposition equal to the ad- 
justed cost base to that person of the life estate 
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immediately before the death; and 


(b) where a person who is the holder of the re- 
mainder interest in the real property immediately 
before the death was not dealing at arm’s length 
with the holder of the life estate, there shall, after 
the death, be added in computing the adjusted 
cost base to that person of the real property an 
amount equal to the lesser of 


(i) the adjusted cost base of the life estate in 
the property immediately before the death, 
and 


(ii) the amount, if any, by which the fair mar- 
ket value of the real property immediately af- 
ter the death exceeds the adjusted cost base to 
that person of the remainder interest immedi- 
ately before the death. 


Related Provisions: 53(1)(0) — Addition to went cost base. 


History [s. 43.1]: S. 43.1 enacted by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 13, applicable with respect to dispositions and terminations 
occurring after December 20, 1991. 


Definitions [s. 43.1]: “adjusted cost base” — 54, 248(1); “arm’s 
lengthjerg@sd()s “individual” — 248(1); “life estate’ — 43.1(1); 
“person”, “property”, “registered charity”, “taxpayer” — 248(1). 


44, (1) Exchanges of property — Where at any 
time in a taxation year (in this subsection referred to 
as the “initial year’) an amount has become receiva- 
ble by a taxpayer as proceeds of disposition of a cap- 
ital property (in this section referred to as the tax- 
payer’s “former property’’) that is either 


(a) property the proceeds of disposition of which 
are described in paragraph (b), (c) or (d) of the 
definition “proceeds of disposition” in subsection 
13(21) or paragraph (b), (c) or (d) of the defini- 
tion “proceeds of disposition” in section 54, or 


(b). a property that was, immediately before the 
disposition, a former business property of the 
taxpayer, 
Selected Cases [para. 44(1)(b)]: Macklin (M.) v. Canada, 
[1993] 1 C.T.C. 21 (FCTD) (“Immediately” before disposition in- 
cludes period prior to event (stripping of topsoil) precluding use of 
land as farmland). 


and the taxpayer has 


(c) where the former property is described in par- 
agraph (a), before the end of the second taxation 
year following the initial year, and 


(d) in any other case, before the end of the first 
taxation year following the initial year, 


acquired a capital property (in this section referred to 
as the taxpayer’s “replacement property’’) as a re- 
placement for the taxpayer’s former property and the 
taxpayer’s replacement property has not been dis- 
posed of by the taxpayer prior to the time the tax- 
payer disposed of the taxpayer’s former property, 
notwithstanding subsection 40(1), if the taxpayer so 
elects under this subsection in the taxpayer’s return 
of income under this Part for the year in which the 
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taxpayer acquired the replacement property 


(e) the gain for a particular taxation year from the 
disposition of the taxpayer’s former property 
shall be deemed to be the amount, if any, by 
which 


(i) where the particular year is the initial year, 
the lesser of 


(A) the amount, if any, by which the pro- 
ceeds of disposition of the former property 
exceed 


(I) in the case of depreciable property, 
the lesser of the proceeds of disposition 
of the former property computed with- 
out reference to subsection (6) and the 
total of its adjusted cost base to the tax- 
payer immediately before the disposi- 
tion and any outlays and expenses to 
the extent that they were made or in- 
curred by the taxpayer for the purpose 
of making the disposition, and 


(I) in any other case, the total of its ad- 
justed cost base to the taxpayer imme- 
diately before the disposition and any 
outlays.and expenses to the extent that 
they were made or incurred by the tax- 
payer for the purpose. of making the 
disposition, and 


(B) the amount, if any, by which the pro- 


S. 44(1) 


capital cost to the taxpayer, determined 
without reference to paragraph (f), of the 
taxpayer’s replacement property and any 
outlays and expenses to the extent that 
they were made or incurred by the tax- 
_payer for, the eles of making the dispo- 
sition, or 


(ii) where the brane year is subsequent to 
the initial year, the amount, if any, claimed by 
the taxpayer under subparagraph (iii) in com- 
puting the taxpayer’s gain for the immediately 
preceding year from the disposition of the for- 
mer property, 


exceeds 


(iii) subject to subsection (1. 1), such amount 
as the taxpayer claims, 


(A) in the case of an individual (other than 
a trust), in prescribed form filed with the 
taxpayer’s return of income under this Part 
for the particular year, and 


(B) in any other case, in the taxpayer’s re- 
turn of income under this Part for the par- 
ticular year, 


as a deduction, not exceeding the lesser of 


(C) a reasonable amount as a reserve in re- 
spect of such of the proceeds of disposition 
of the former property that are payable to 
the taxpayer after the end of the particular 
year as can reasonably be regarded as a 
portion of the amount determined under 
subparagraph (i) in respect of the property, 
and . i 

(D) an amount equal to the product ob- 
tained when 1/s of the amount determined 
under subparagraph (i) in respect of the 
property is multiplied by the amount, if 
-any, by which 4 exceeds the number of 
preceding taxation years of the taxpayer 
ending after the disposition of the prop- 
erty, and 


- (f) the cost to the taxpayer or, in the case of de- 


preciable property, the capital cost to the tax- 
payer, of the taxpayer’s replacement property at 


any time after the time the taxpayer disposed of 
the taxpayer’s former property, shall be deemed 


to be 


(i) the cost to the taxpayer or, in the case of 
depreciable property, the capital cost to the 
taxpayer of the taxpayer’s replacement prop- 
erty otherwise determined, 


_ minus 


(ii) the amount, if any, by which the amount 
determined under clause (e)(i)(A) exceeds the 
amount determined under clause (e)(1)(B). 


ceeds of disposition of the former property 
exceed the total of the cost to the taxpayer, 
or in the case of depreciable property, the 


Related Provisions: 13(4)— Parallel rule for CCA recapture; 
14(6) — Parallel rule for eligible capital property; 44(4) — Deemed 
election; 44(5) — Replacement property; 44(6) — Deemed pro- 
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ceeds of disposition; 72(1)(c) — No reserve for year of death; 
72(2)(b) — Election by legal representative and transferee re 
reserves; 79.1(3), (6)(c) — Capital gains reserve where property re- 
possessed by creditor; 87(2)(1.3) — Amalgamations — replacement 
property acquired by new corporation; 87(2)(m) — Amalgama- 
tions — proceeds not due until after end of year; 87(2)(11) — Amal- 
gamations — continuation of predecessor ~ corporations; 
88(1)(d)(i)(C) — Winding-up; 96(3) — Election by members of 
partnership; 220(3.2), Reg. 600(b) — Late filing of election or 
revocation. 

History: Cl. 44(1)(e)(iii)(C) amended by 1995, c. 21, s. 12, appli- 
cable to taxation years that end after February 21, 1994. The clause 
formerly read: pr 


(C) a reasonable amount as a reserve in respect of such of the 
proceeds of disposition of the former property that are not 
due to the taxpayer until after the end of the particular year as 
can reasonably be regarded as a portion of the amount deter- 
mined under subparagraph (i) in respect of the property, and 


Subpara. 44(1)(e)(iii) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 24(1), applicable to 1990 et seg.-Subpara. 44(1)(e)(iii) for- 
merly read: 


(iii) subject to subsection (1.1), such amount as the taxpayer 
may claim as a deduction, not exceeding the lesser of 


(A) a reasonable amount as a reserve in respect of such of 
the proceeds of disposition of the. former property that are 
not due to the taxpayer until after the end of the particular 
year as may reasonably be regarded as a portion of the 
amount determined under subparagraph (i) in respect of 
the property, and 


(B) an amount equal to the arbibuch obtained. when '/s of 
the amount determined under subparagraph (i) in respect 
of the property is multiplied by the amount, if any, by 
which 4 exceeds the number of preceding taxation years 
of the taxpayer ending after the disposition of the prop- 
erty, and 


Pre-RSC History: Cl. 44(1)(e)(i)(A) substituted by 1984, c. 45, 
subsec, 12(1), applicable with respect to dispositions occurring after 
February 15, 1984. Cl. 44(1)(e)(i)(A) formerly. read: 


(A) the amount, if any, by which the proceeds of disposition 
of the former property exceed the aggregate of its adjusted 
cost base to him immediately before the disposition and any 
outlays and expenses to the extent that they were made or in- 
curred by him for the purpose of making the disposition, and 


Subpara. 44(1)(e)(iii) substituted by 1980-81-82-83, c. 140, subsec. 
20(1), applicable with respect to dispositions occurring after No- 
vember 12, 1981 otherwise than pursuant to the terms in existence 
on November 12, 1981 of an offer or agreement in writing made or 
entered into on or before that date or otherwise than by virtue of an 
event referred to in subpara. 54(h)(ii), (iii) or (iv) of the Act that 
occurred on or before that date. Subpara. 44(1)(e)(1ii) formerly read: 


(iii) such amount as he may claim, not exceeding a reasonable 
amount, as a reserve in respect of such of the proceeds of 
disposition of the former property that are not due to him un- 
til after the end of the particular year as may reasonably be 
regarded as a portion of the amount determined under subpar- 
agraph (i) in respect of the property, and 


Para. 44(1)(e), subpara. 44(1)(f)(ii) substituted by 1980-81-82-83, c. 
48, subsecs. 18(1), (2), applicable with respect to dispositions of 
property occurring after December 11, 1979. Para. 44(1)(e), sub- 
para. 44(1)(f)(ii) formerly read: 


(e) the gain, if any, from the disposition of his former prop- 
erty shall be deemed to be the lesser of + | 


(i) the gain therefrom otherwise determined, and 


(ii) the amount, if any, by which the proceeds of disposi- 


tion of his former property excéed the cost to him or, in’ ~ 
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the case of depreciable property, the capital cost to’/him, 
determined without reference to pgragraph 0, of his re- 
placement property, and. % 


ROO OA 


(ii) the amount, if any, by which the gain described in ~ 
subparagraph (e)(i) exceeds the amount, if any, deter- ~ 
mined under subparagraph (e)(ii). 

For earlier history, see end of s. 44. 


Selected Cases [subsec. 44(1)]: Bucninconer v. The Queen, 
[1985] 1 C.T.C. 370 (FCTD) (Rental is income from property and 
not from business ‘even if taxpayer in business of renting property). 
Interpretation Bulletins: [T-236R3: Reserves — disposition. of 
capital property; IT-436R: Reserves — where promissory notes are 
included in disposal proceeds; IT-491: Former business property. 
See also list at end of s. 44. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


Forms: T1030: Election to claim a capital gains reserve for indie 
viduals (other than trusts) when calculating the amount of a capital 
gain using the replacement property rules; T2069: Election in re- 
spect of amounts not deductible as reserves for the year of death. 


(1.1) Farm property disposed of to child — 
Where the former property referred to in subpara- 
graph (1)(e)(iii) is real property in respect of the dis- 
position of which the rules in subsection 73(3) apply, 
in computing the amount of any claim in respect of 
that property under that subparagraph, it shall be 
read as if the references therein to “'/s” and “4” were 
references to “io” and “9” respectively. 
Pre-RSC History: Subsec. 44(1.1) substituted by 1985, c. 45, s. 
17. Subsec. 44(1.1) formerly read: 
(1.1) Property disposed of to a child — Where the former 
property referred to in subparagraph (1)(e)(iii) is property that 
the taxpayer disposed of to his child, who was resident in 
Canada immediately before the disposition, and was 
(a) any land in Canada or depreciable property in Canada 
of a prescribed class that was, immediately before the 
disposition, used by the taxpayer, his spouse, or any of 
his children in the business of farming, 
(b) immediately. before the disposition, a share of the 
capital stock of a family farm corporation. of the taxpayer 
or an interest in a faply farm partnership of the tax- 
~ payer, or 
(c) immediately before the disposition, a share of the cap- 
ital stock of a small business corporation of the taxpayer, 
in computing the amount of any claim in respect of such 
property under subparagraph (1)(e)(i1i), that subparagraph 
shall be read as if the references therein to “Ys” and “4” were 
references to’ “1/10” and “9” respectively. 
Subsec. 44(1.1) added by 1980-81-82-83, c. 140, subsec. 20(2), ap- 
plicable with respect to dispositions occurring after November 12, 
1981 otherwise than pursuant to the terms in existence on Novem- 
ber 12, 1981 of an offer or agreement in writing made or entered 
into on or before that date or otherwise than by virtue of an event 
referred to in subpara. 54(h)(ii), cH) or (iv) of the Act that occurred 
on or before that date. 


(2) Time of disposition and of receipt of pro- 
ceeds — For the purposes of this Act, the time at 
which a taxpayer has disposed of a property for 
which there are proceeds of disposition as described 
in paragraph (b), (c) or (d) of the definition “pro- 
ceeds of disposition” in subsection 13(21) or para- 


286 


Subdiv. c — Taxable Capital Gains 


graph ..(b), (c) or (d) of the. definition “proceeds, of 
disposition’ in section 54, and the time at which an 
amount, in respect of those proceeds of disposition 
has become receivable by the taxpayer shall. be 
deemed to be the earliest of 


(a) the day the taxpayer has agrerd ti te an amount 
as full compensation to the taxpayer for the\prop- 
erty lost, destroyed, taken or sold, 
Selected Cases [para. 44(2)(a)]: Shaw (J.M.) v. MNR, [1993] 1 
C.T.C. 221 (FCA), leave to appeal to SCC refused (1993),-158 NR 
399 (note) (Amount paid as “interest” on award of additional com- 
pensation was interest income not proceeds of disposition of land). 


(b) where.a claim, suit, appeal. or other. proceed- 
ing has been taken before one or more tribunals 
or courts of competent jurisdiction, the day on 
which the taxpayer’s compensation for, the prop- 


erty is finally determined by those tribunals or 


courts, 


(c) where a claim, suit, Hisar or other proceed- 
ing referred to in paragraph (b) has not been 
taken before a tribunal or court of competent ju- 
risdiction within two years of the loss, destruction 
or taking of the property, the day that is two years 
following the day. of the loss, destruction or 
taking, 


(d) the. time at which the taxpayer is deemed by 
section 70 or paragraph 128.1(4)(b) to have dis- 
posed of the property, and 


‘(e) where the taxpayer is a corporation other than 
a subsidiary corporation referred to in subsection 
88(1), the time immediately before the Andie: 
up of the corporation, 


and the taxpayer shall be deemed to have owned the 
property continuously until the time so determined. 
Related Provisions: 59.1 — Involuntary disposition of resource 
property; 70(10), (11) — Definitions. 


History: Para. 44(2)(d) substituted by 1994; c. 21, subsec. 17(1), 
applicable after 1992 except that, where a corporation elects in-ac- 
cordance with paragraph 111(4)(a) of 1994, c. 21 (.e.,-elects. before 
the end of December 1994 for new subsec. 250(5.1) to apply in re- 
spect of a continuance before 1993), the amended para. applies from 
_ the corporation’s time of continuation (within the meaning assigned 
by that paragraph). Para. 44(2)(d) formerly read: 


(d) the time at which the taxpayer is deemed by section 48 or) 
70 to have disposed of the property, and 


Selected Cases [subsec. 44(2)]: Laurentide Rendering Inc. v. 
The Queen; {1988] 2.C.T.C.. 200 (FCA): (Expropriation compensa- 
tion, including allocation for recaptured capital cost allowance, re- 
ceivable when agreement concluded). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-185R: Losses from theft, defalcation or embezzle- 
ment; IT-259R2: Exchanges of property; IT-271R: Expropria- 
tions — time and proceeds of disposition. 


(3) Where subsec. 70(3) does not apary _ 
Subsection 70(3) does not apply to compensation re- 
ferred to in paragraph (b), (c) or (d) of the definition 
“proceeds of disposition” in subsection 13(21) or 
paragraph (b),:(c) or (d) of the definition “proceeds 
of disposition’ in section, 54 that has been transferred 


S. 44(5)(b) 


or distributed to beneficiaries or other persons bene- 
ficially interested 1 in an estate or trust. 


| (4) Deemed election — Where a former prosert 


of a taxpayer was.a saci ag Preperais of ‘the tax- 
ecm 
' (a) if the taxpayer has elected in respect of that 
property under subsection (1), the taxpayer shall 
be deemed to have elected in respect thereof 
under subsection 13(4); and 


_(b) if the taxpayer has elected in respect.of that 

_ property under subsection 13(4), the taxpayer 
_ shall be deemed to have elected in respect thereof 
under subsection (1). 


| (5) Replacement property — For the purposes of 


this section, a particular capital property of a tax- 
payer is a replacement property for a former property 


of the taxpayer, if 


(a) it was acquired by the taxpayer for the same 
or a similar use as the use to which the taxpayer 
or a person related. to the taxpayer put the former 


property; 


(b) where the former property was used by the 
taxpayer or a person related to the taxpayer for 
the purpose of gaining or producing income from 
a business, the particular capital property was ac- 
quired for the purpose of gaining or producing in- 
come from that or a similar business or for use by 
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a person related to the taxpayer for such a pur- 
pose; and 


(c) where the former property was taxable Cana- 
dian property (or would have been taxable Cana- 
dian property if the taxpayer were non-resident 
throughout the year in which the former property 
was disposed of and the former property were 
used in a business carried on by the taxpayer), the 
particular capital property was taxable Canadian 
property (or would have been taxable Canadian 
property if the taxpayer were non-resident 
throughout the year in which the particular capi- 
tal property was acquired and the particular capi- 
tal property were used in a business carried on by 
the taxpayer). 
History: Paras. 44(5)(a) to (c) substituted by 1994, c. 7, Sch. Il 
(1991, c. 49), subsec. 24(2), paras. 44(5)(a), (b) applicable to dispo- 
sitions of former properties occurring after July 13, 1990, and para. 
(c) applicable to property acquired as a replacement for a former 
property disposed of after April 2, 1990, other than a former prop- 
erty disposed of 


(a) under an agreement in writing entered into before April 3, 
1990; or 


(b) pursuant to a written notice of an intention to take the prop- 
erty under statutory authority given before April 3, 1990 or for 
the sale price of the property sold to a person by whom such a 
notice was given before April 3, 1990. 


Paras. 44(5)(a) to (c) formerly read: 


(a) it was acquired by the taxpayer for the same or a similar 
use as the use to which the taxpayer put the former property; 


(b) where the former property was used by the taxpayer for 
the purpose of gaining or producing income from a business, 
the particular capital property was acquired for the purpose of 
gaining or producing income from that or a similar business; 
and 


(c) where the taxpayer was not resident in Canada at the time 
the taxpayer acquired the particular capital property, in addi- 
tion to the requirements in paragraphs (a) and (b), the particu- 
lar capital property was taxable Canadian property. 


Pre-RSC History: Paras. 44(5)(a), (b) substituted by 1977-78, c. 
32, s. 8, applicable to dispositions of property after March 31, 1977. 


For earlier history, see end of s. 44. 


Interpretation Bulletins: IT-259R2: Exchanges of property; IT- 
271R: Expropriations — time and proceeds of disposition. 


(6) Deemed proceeds of disposition — Where 
a taxpayer has disposed of property that was a for- 
mer business property and was in part a building and 
in part the land (or an interest therein) subjacent to, 
or immediately contiguous to and necessary for the 
use of, the building, for the purposes of this subdivi- 
sion, the amount if any, by which 


(a) the proceeds of disposition of one such part 
determined without regard to this subsection 


exceed 


(b) the adjusted cost base to the taxpayer of that 
part 
shall, to the extent that the taxpayer so elects in the 
taxpayer’s return of income under this Part for the 
year in which the taxpayer acquired a replacement 
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property for the former business property, be deemed 
not to be proceeds of disposition of that part and to 
be proceeds of disposition of the other part. 


Related Provisions: 96(3) — Election by members of partner- 
ship; 220(3.2), Reg. 600(b) — Late filing of election or revocation; 
248(4).— Interest in real property. 


History: The opening words of subsec. 44(6) substituted by 1994, 
c. 21, subsec. 17(2), applicable to dispositions occurring after De- 
cember 21, 1992. The opening words of that subsec. formerly read: 


(6) Deemed proceeds of disposition — Where a taxpayer 
has disposed of property that was a former business property 
and was in part a building and in part the land, or an interest 
therein, subjacent to or necessary for the use of the building, 
for the purposes of subsection (1), the amount, if any, by 
which 


Pre-RSC History: Subsec. 44(6) substituted by 1984, c. 45, sub- 
sec. 12(2), applicable with respect to dispositions occurring after 
February 15,1984. Subsec. 44(6) formerly read: 


(6) Deemed proceeds of disposition — Where a taxpayer 
has disposed of property that was a former business. property 
and was in part a building and in part the land, or an interest 
therein, subjacent to or necessary for the use of the building, 
for the purposes of subsections (1) and 13(4), eas amount, if 
any, by which 


(a) the proceeds of disposition of one such part deter- 
mined without regard to this subsection 


exceed 


(b) the cost to: him or, in the case of depreciable property, 
the capital cost to him of a replacement property for that 
part 


shall, to the extent that the taxpayer so elects in his return of 
income under this Part for the year in which he acquired the 
replacement property, be deemed not to be proceeds of dispo- 
sition of that part and to be proceeds of disposition of the 
other part. 


Subsec. 44(6) added by 1980-81-82-83, c. 48, subsec. 18(3), appli- 
cable-with respect to dispositions of property occurring after March 
31, 1977 except that, with respect to any acquisition of a replace- 
ment property by a taxpayer occurring in a taxation year ending 
before February 26, 1981, the reference in subsec. 44(6) to “the year 
in which he acquired the replacement property” shall be read as a 
reference to “the year in which this subsection comes into force’. 


Interpretation Bulletins: IT-271R: Expropriations — time and 
proceeds of disposition; IT-259R2: Exchanges of property. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(7) Where subpara. (1)(e)(iii) does not ap- 
ply — Subparagraph (1)(e)(iii) does not apply to 
permit a taxpayer to claim any amount under that 
subparagraph in computing a gain for a taxation n'yeat 
where 


(a) the taxpayer, at the end of the year or at any 
time in the immediately following year, was not 
resident in Canada or was exempt from tax under 
any provision of this Part; or 


(b) the person to whom the former property of the 
taxpayer was disposed of was a corporation that, 
immediately after the disposition, 


(i) was controlled, directly or indirectly in any 
manner whatever, by the taxpayer, 


(ii) was controlled, directly or indirectly: in 
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any manner whatever, by a person ‘or ‘group of 
persons by whom the taxpayer was controlled, 
directly or indirectly in any manner whatever, 
or 


(iii) controlled the taxpayer, directly or indi- 
rectly in any manner whatever, where the tax- 
payer is a corporation. 


Related Provisions: 256(5.1) — Controlled directly or indi- 


rectly — control in fact. 


Pre-RSC History: Para. 44(7)(b) amended by 1988, c. 55, s. 24, to — 


substitute (in 4 places) “, directly or indirectly.in any manner 
whatever,” for “directly or indirectly”, applicable, with respect to 
dispositions after 1988. 


Subsec. 44(7) added by 1980-81-82-83, c. 48, subsec. 18(3), appli- 
cable with respect to dispositions of property occurring after De- 
cember 11, 1979. l 


(8) Application of subsec. 70(10) — The defini- 
tions in subsection 70(10) apply to this section. 


Origin of subsec. 44(8): R.S.C. 1985, c. 1 (Sth Supp.) (formerly 
contained in the opening words to subsec. 70(10). 


Pre-RSC History [s. 44]: S. 44 substituted by 1977-78, c. 1, s. 
18, applicable to dispositions of property after March 31, 1977. S. 
44 formerly read: 


44, (1) Deferral of gain on involuntary dispositions — 
Where in a taxation year an amount has become receivable, 
as described in subsection (2), by a taxpayer as proceeds of 
disposition described in subparagraph 13(21)(d)(iii) or (iv) or 
54(h)(ii1) or Gv) of any capital property (in this. section re- 
ferred to as his “former property”) and, before the end of the 
second taxation year following the taxation year in which 
such amount became receivable, the taxpayer has acquired a 
capital property (in this section referred to as his “replace- 
ment property”) as a replacement for his former property and 
his replacement property has not been disposed of by him 
prior to the time he disposed of his former property, notwith- 
standing subsection 40(1) 


(a) the gain, if any, from the disposition of his former 
property is the lesser of 


(i) the gain therefrom otherwise determined, and 


(ii) the amount, if any, by which the proceeds of dis- 
position of his former property exceed the cost,.or in 
the case of depreciable property the capital cost to 
him, determined without reference to paragraph (b), 
of his replacement property, and 


(b) the cost, or in the case of depreciable-property the 
capital cost to him of his replacement property, .at any 
time after the time he disposed of his former property, 
shall be deemed to be the cost, or in the case of deprecia- 
ble property the capital cost to him of his replacement 
property otherwise determined, minus the amount, if any, 
by which the gain described in subparagraph (a)() ex- 
ceeds the amount, if any, determined under subparagraph 


(a)(ii). 


(2) ldem — For the purposes of this Act, the day on which a 
taxpayer has disposed of a property, the proceeds of disposi- 
tion from which are described in subparagraph 13(21)(d)(iii) 
or (iv) or 54(h)(iii) or (iv), and the day on which an amount 
has become receivable by that taxpayer as proceeds of dispo- 
sition of such a property shall be deemed to be the earliest of 


(a) the day the taxpayer has agreed to an amount as full 
compensation to. him for the property lost, destroyed, 
taken or sold, 


(b) where a claim, suit, appeal or other proceeding has 
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been taken before one’ or more tribunals or courts of com- 
petent jurisdiction, the day on which the taxpayer’s com- 
pensation for the property is finally determined by such 
tribunals or courts, 


(c) where a claim, suit, appeal or other proceeding, re- 
ferred to in paragraph (b), has not been taken before a 
tribunal or court of competent jurisdiction’ within two 
years of the loss, destruction or taking of the property, 
the day that is two years following the day of the loss, . 
destruction or taking, 


_ (d) the day on which the taxpayer is deemed by section | 
48 or 70 to have disposed of the property, and 


(e) where the taxpayer is a corporation other than a sub- 
sidiary corporation referred to in subsection 88(1), the 
day immediately before the winding-up of the 
corporation, 


and he shall be deemed to have owned the property continu- 
ously until the day so determined. 


(3) Where subsec. 70(3) not to apply — Subsection 70(3) 
does not apply to compensation referred to in subparagraph 
13(21)(d)(i1) or (iv) or subparagraph 54(h)(iii) or (iv) that has 
been transferred or distributed to beneficiaries or other per- 
sons beneficially interested in an estate or trust. 


Para. 44(1)(c) repealed by 1976-77, Gr 4 os th: applicable in respect 
of taxation years commencing after May 25, 1976. Para. 44(1)(c) 
formerly read: 


(c) where his replacement property was depreciable property 
of a prescribed class and that property was acquired by him 
prior to the time he disposed of his former, property, the 
amount, if any, by which 


(i) the reduction in the capital cost to him of his replace- 
ment property by virtue of paragraph (b) 


exceeds 


(ii) the undepreciated capital cost to him of depreciable 
property of the class to which his replacement property 
belongs, immediately before the reduction in the capital 
cost referred to in subparagraph (i), 


shall be included in computing his income for his taxation 
year in which his former property was disposed of and shall, 
for the purposes of subsection 13(2), be deemed to have been 
so included by virtue of subsection 13(1) in respect of a dis- 
position, of depreciable property of the’class to which his re- 
placement property belongs. 


S. 44 substituted by 1974-75-76, c. 26, s. 18, applicable in respect 
of amounts that have become receivable after May 6, 1974. S. 44 
formerly,read: 


44. Where in a taxation year a taxpayer has received proceeds 
of disposition described in subparagraph 54(h)(ii) or (iv) of 
any. property (in.this section referred to. as his “former prop- 

erty”). and, before the end of the following taxation year, has 

expended an amount to acquire other property as a replace- 
ment for his former property, notwithstanding subsection 
“ 40(1) 
(a) the gain, if any, from the disposition of his former 
property is the lesser of 


(i) the: gain therefrom otherwise determined, and 


- Gi) the amount, if any, by which the proceeds of dis- 
‘position of his former property exceed the cost to 
him, otherwise determined, of the other property, and 


(b) the cost to the taxpayer of the other property shall be 
deemed to be the cost to -him of the other property other- 
wise determined, minus the amount, if any, by which the 
gain described in subparagraph (a)(i) exceeds the excess, 
if any, determined under subparagraph (a)(ii). 
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Selected Cases [s. 44]: Glaxo Wellcome v. Canada, {1996] | 
C.T.C, 2904 (TCC) (Vacant Jand did not constitute “former busi- 
ness property’). 


Definitions [s. 44]: “amount” — 248(1): “adjusted cost base” — 
54, 248(1); “business” — 248(1); “capital property” — 54, 248(1); 
“child” — 70(10), 252(1); “controlled directly or indirectly” — 
256(5.1); “corporation” —.248(1), Interpretation Act 35(1); “depre- 


ciable property” — 13(21), 248(1); “farming”, “former business 
property”, “individual” — 248(1); “interest” — (in, real property) 
248(4); “prescribed” — 248(1); “proceeds of disposition” — 54; 


“property” — 248(1); “resident in Canada” — 250; “replacement 
property” — 44(5); “taxable Canadian property” — 115(1)(b), 
248(1); “taxation year’ Papal d Road Mean waste “trust” — 
104(1), 248(1), (3). 


Interpretation Bulletins [s. 44]: IT-259R2: Exchanges of prop- 
erty; IT-271R: Expropriations — time and proceeds of disposition. 


45. (1) Property with more than one use — For 
the purposes of this subdivision the following rules 
apply: 

(a) where a taxpayer, 


(i) having acquired property for some other 
purpose, has commenced at a later time to use 
it for the purpose of gaining or producing in- 
come, or 

(ii) having acquired property for the purpose 
of gaining or producing income, has com- 
menced at a later time to use it for some other 
purpose, 

the taxpayer shall be deemed to have 


(iii) disposed of it at that later time for pro- 
ceeds equal to its fair market value at that 
later time, and 


(iv) immediately thereafter reacquired it at a 
cost equal to that fair market value; 


(b) where property has, since it was acquired by a 
taxpayer, been regularly used in part for the pur- 
pose of gaining or producing income and. in part 
for some other purpose, the taxpayer shall be 
deemed to have acquired, for that other purpose, 
the proportion of the property that the: use regu- 
larly made of the property for that other purpose 
is of the whole use regularly made of the property 
at a cost to, the taxpayer equal to the same propor- 
tion of the cost to the taxpayer of the whole prop- 
erty, and, if the property has, in such a case, been 
disposed of, the proceeds of disposition of the 
proportion of the property deemed to have been 
acquired for that other purpose shall be deemed 
to be the same proportion of the proceeds of dis- 
position of the whole property; and . 


(c) where, at any time after a taxpayer has ac- 
quired property, there has been a change in the 
relation between the use regularly made by the 
taxpayer of the property for gaining or producing 
income and the use regularly made of the prop- 
erty for other purposes, 


(i) if the use regularly made of the property 
for those other purposes has increased, the 
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taxpayer shall be deemed to have 


(A) disposed of the property at that time 
for proceeds equal to the proportion of the 
fair market value of the property at that 
time that the amount of the increase in the 
use regularly made by the taxpayer of the 
property for those other-purposes-is of the 
whole use regularly made of the property, 
and 


(B) immediately thereafter reacquired the 
property so disposed of at a cost equal to 
the proceeds referred to in clause (A), and 


(11) if the use regularly made of the property 
for those other purposes has decreased, the 
taxpayer shall be deemed to have 


(A) disposed of. the property at, that,time 
for proceeds equal to.the proportion of the 
fair market value of the property at that 
time that the amount of the decrease in use 
regularly made by the taxpayer of the 
property for those other purposes is of the 
whole use regularly made of the property, 
and 


(B) immediately thereafter reacquired the 
property so disposed of at .a cost equal to 
the proceeds referred to in clause (A). 


Related Provisions: 13(7)(a), (b), (d) — Change in use rules — 
depreciable property; 54“superficial loss”(c) — Superficial loss rule 
does not apply. 


History: Subpara. 45(1)(c)(i) [which had earlier been inadvertently 
deleted — see below], re-enacted and (ii) amended by 1994, c. 7, 
Sch. Il (1991, ¢. 49), s. 25, applicable to 1972 et seg..Subpara. 
45(1)(c)(ii) formerly read: 


(ii) if the use regularly made by the taxpayer of the property 
for those other purposes has decreased, the taxpayer shall be 
deemed to have disposed of property at that time and the pro- 
ceeds of disposition shall be deemed to be an amount equal to 
the proportion of the fair market value of the property at that 
time that the amount of the decrease in use regularly made by 
the taxpayer of the property for those other purposes is of the 
whole use regularly made of the property. 


Pre-RSC History: Subparas. 45(1)(a)(i), (ii) and para. (b) 
amended by 1988, c.55, subsecs. 25(1), (2), to substitute, in each, 
“gaining or producing income” for “gaining or producing income 
therefrom or for the purpose of gaining or producing income from a 
business”; and that portion’ of para. (c) preceding subpara. (ii) 
amended by subsec. 25(3) to substitute “gaining or producing in- 
come” for “gaining or producing income therefrom or income from 
a business” and to [inadvertently] repeal subpara. (c)(i), all applica- 
ble with respect to changes in use occurring after April 1988. Sub- 
para. (c)(i) formerly read: 


(i) if the use regularly made by him of the property for those 
other purposes has increased, he shall be deemed.to have 


(A) disposed of property at that time for proceeds equal 
to the proportion of the fair market value of the property 
at that time that the amount of the increase in the use reg- 
ularly made by him of the property for those other pur- 
poses is of the whole use regularly made of the property, 
and. 

(B) immediately thereafter reacquired the property so dis- 
posed of at a cost equal to the proceeds referred to in 
clause (A), and 
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Selected Cases [subsec. 45(1)]: Duthie Estate v.- Canada, 
[1995] 2 C.T.C. 157 (FCTD) (Change of use determined on balance 
of indications); Derlago v. The Queen, [1988] 2 C.T.C..21 (FCTD) 
(Change in use: of property deemed disposition; proceeds equal to 
fair market value). 


Interpretation Bulletins: [T-83R3: Non-profit organizations — 
taxation of income from property; IT-160R3: Personal use: of ‘air- 
craft; IT-218R: Profit, capital gains and losses from the sale ‘of real 
estate, including farmland and inherited land.and conversion of real 
estate from capital property to inventory and vice versa. 


(2) Election where change. of use — For the 


purposes of this subdivision and section 13, where 


subparagraph (1)(a)(i) or paragraph ).13(7)(b).. would. 


otherwise apply to any property of a taxpayer for-a 
taxation year and the taxpayer so elects in respect of 
the property in the taxpayer’s return’ of income for 
the year under this Part, the taxpayer shall be 
deemed not to have'begun to use the property for the 
purpose of gaining or producing income except that, 
if in the taxpayer’s return of income under this Part 
for a subsequent taxation year the taxpayer rescinds 


the: election in respect of the property, the taxpayer: 


shall be deemed to have begun so to use the Sg a 
on the first day of that subsequent year. | 


Related Provisions: 13(1) — Recapture of depreciation: 54“prin- 
cipal residence”(b) — Effect of election on principal residence; 
220(3.2), Reg. 600(b) — Late filing of election or revocation. 


History: Subsec. 45(2) substituted by 1994, c. 21, s. 18, Uae 
to 1992 et seg. That subsec. formerly read: 


(2) Election where change in use — For the purposes of 
this subdivision and section 13, where subparagraph (1)(a)(iy 
and paragraph 13(7)(b) would. otherwise be applicable in-re- 
spect of any property of a taxpayer for a taxation year and the 
taxpayer so elects in the taxpayer’s return of income for the 
year under this Part, the taxpayer shall be deemed not to have 
commenced to use the’property forthe purpose of gaining or 
producing income therefrom or for the purpose of gaining or 
producing income from a business except that, if in the, tax- 
payer’s return of income for a subsequent year and under this 
Part the taxpayer rescinds the taxpayer’s election in respect of 
the property, the taxpayer shall be deemed to have com- 
menced so to use the property onthe first day of ‘that, subse- 
quent year. 


Pre-RSC History: Subsec. 45(2) substituted by 1974-75-76, c. 26, 
$10. applicable to 1972 et séq 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for. accepting late, 


(3) Election concerning principal _resi- 
dence — Where at any time a property that was ac- 
quired by a taxpayer for the purpose of gaining or 
producing income ceases to be used for that purpose 
and becomes the principal residence of the taxpayer, 
subsection (1) shall not apply to deem the taxpayer 
to have disposed of the property at that time and to 
have reacquired it immediately thereafter if the tax- 
payer so elects by notifying the Minister in writing 
on or before the earlier of 


(a) the day that is 90 days after a demand by the 
Minister for an election under this subsection is 
sent to the taxpayer, and 


(b) the taxpayer’s filing-due date for the taxation 


291 


S. :46(1)(a) 


"year in which the! aba nat 1S acusallys ita of 
= the taxpayer. 


Related Provisions: 45(4) — Where election cannot be made: 
54"principal, residence”(b), (d) Effect, of,election and, parallel 
rule when moving out of principal residence; 220(3.2), RE: 
600(b) — Late filing. of election or revocation, 


History: Para. 45(3)(b). amended by 1996, c. yi S 10, aBplitcs to 
1995 et seq. The para. formerly read: 


. (b) April 30 following the year in which the property is act. 
ally disposed of by the taxpayer. 


Pre-RSC History: Subsec. 453) amended a 1988,,c,,55, suns 


_ 25(4) to substitute “Election re” for “Election to.use property as” 


the heading, and “gaining or producing income’ Aor. gaining or sa 
ducing income therefrom or for the purposé of ‘gaining or producing 
income from:a, business”, applicable ; wy cespget Ip changes in use 
occurring after April 1988. : 


Subsec. 45(3) added. by 1985, c. 45, s, 18, apoligable sari! respect { to. 
property that a taxpayer commences to use as a principal residence 
after 1981, except that for any such property actually disposed of in 
taxation years ending after 1981 and before 1985, the refererice to 
“April. 30 following .the year in which the property is. actually dis- 
posed of by him’ shall be read.as a reference to “April 30, 1986”. 
Information Circulars: 92-1:-Guidelines for. accepting late, 
amended or tevoked elections. 


(4). Where election cannot) be acne — Not- 
withstanding subsection (3), an election described in 
that subsection. shall be deemed not to have been 
made in respect of a change in use of property if any 
deduction in. respéct of the property has been al- 
lowed for any taxation year ending after 1984 and on 
or before the change in use under regulations made 
under paragraph 20(1)(a) to the taxpayer, the’ tax- 


_ payer’s spouse or a trust under which the taxpayer or 
the taxpayer’s spouse is a beneficiary: 
Pre-RSC History: Subsec. 45(4) substituted by 1988, c. 55, sub- 


sec. 25(5), applicable in respect of a deduction.allowed under regu- 
lations made under paragraph 20(1)(a) for a taxation year commenc- 


"ing after 1987. Subsec. 45(4) formerly read: 


(4). Where ‘election cannot be’ made — Notwithstanding 
-subsection (3), an election. deseribed therein shall be deemed: 
not to have been made in respect of a property if any deduc-, 
tion in respect thereof has been allowed for any taxation year 

ending after 1984 under paragraph 20(1)(a) or subsection 

104(16) to the taxpayer, his spouse or a trust under which his 

spouse: 1s a beneficiary: Gs 


Subsec. 45(4) added by 1985, c. 45, s. 18, Lpplidiple vith réspect to 
property that a taxpayer commences to use-as a principal residence 
after 1981. 


Definitions {s. 45]: st ainiolink?| “business” a7 2A8() “filing-due 


date” — 150(1), 248(1); “Minister” — 248(1); “principal resi- 
dence”, VErneRaes of disposition” —54; “property”, “regula- 
; “spouse” —252(4)(a); “taxation year” LE 949. 

“taxpayer”, euriine? —nterpretation Act 35(1). 


Interpretation Bulletins [s. 45]: IT-102R2: Conversion of prop- 
erty, other, than real property, from or to inventory; IT-120R4: Prin- 
cipal residence. 


46. (1) Personal-use property — Where a tax- 

payer has disposed’ ofany personal-use property of 

the taxpayer, for the purposes of this ‘subdivision’ 
(a) the adjusted cost base to the taxpayer of the 
property immediately before the disposition shall 


S. 46(1)(a) 


be deemed to be the greater of $1,000. and the 
amount otherwise determined to be its adjusted 
cost base to the taxpayer at that time; and 


(b) the taxpayer’s proceeds of disposition of the 
property shall be deemed to be the greater of 
$1,000 and the taxpayer’s proceeds of disposition 
of the property otherwise determined. 
Related Provisions: 40(2)(g)(iii) — No loss allowed on most 
personal-use property; 46(3) — Properties ordinarily disposed of as 
a set; 50(2) — Personal-use property debts. 
Forms: T2080: Personal-use property (other than listed personal 
property and principal residence). 
Interpretation Bulletins: IT-332R: Personal Use Property. 


(2) Where part only of property disposed 
of — Where a taxpayer has disposed of part of a 
personal-use property owned by the taxpayer and has 
retained another part of the property, for the pur- 
poses of this subdivision 


(a) the adjusted cost base to the taxpayer, imme- 
diately before the disposition, of the part so dis- 
posed of shall be deemed to be the greater of 


(i) the adjusted cost base to the taxpayer at 
that time of that part otherwise determined, 
and 


(ii) that proportion of $1,000 that the amount 
determined under subparagraph (i) is of the 
adjusted cost base to the taxpayer at that time 
of the whole property; and 


(b) the proceeds of disposition of the part so dis- 
posed of shall be deemed to be the greater of 


(i) the proceeds of disposition of that part oth- 
erwise determined, and 


(ii) the amount determined under subpara- 
graph (a)(il). 


(3) Properties ordinarily disposed of as a 
set — For the purposes of this subdivision, where a 
number of personal-use properties of a taxpayer that 
would, if the properties were disposed of, ordinarily 
be disposed of in one disposition as a set, 


(a) have been disposed of by more than one dis- 
position so that all of the properties have been ac- 
quired by one person or by a group of persons not 
dealing with each other at arm’s length, and 


(b) had, immediately before the first disposition 
referred to in paragraph (a), a total fair market 
value greater than $1,000, 


the properties shall be deemed to be a single per- 
sonal-use property and each such disposition shall be 
deemed to be a disposition of a part of that property. 


(4) Decrease in value of personal-use 
property of corporation, etc. — Where it may 
reasonably be regarded that, by reason of a decrease 
in the fair market value of any personal-use property 
of a corporation, partnership or trust, 


(a) a taxpayer’s gain, if any, from the disposition 
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of a share of the capital stock of a corporation, an 
interest in a trust or an interest in a partnership 
has become a loss, or is less than it would have 
been if the decrease had not occurred, or 


(b) a taxpayer’s loss, if any, from the disposition 
of a share or interest described in paragraph (a) is 
greater than it would have been if the decrease 
had not occurred, 


the amount of the gain or loss, as the case may be, 
shall be deemed to be the amount that it would have 
been but for the decrease. 

Definitions [s. 46]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “personal-use property” — 54, 248(1); “proceeds of disposi- 
tion” — 54; “property”, “share”, “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3)... 

Interpretation Bulletins. [s. 46]: IT-332R: Personal-use 
property. 


47. (1) Identical properties — Where at any par- 
ticular time after 1971 a taxpayer who. owns one 
property that was or two or more identical properties 
each of which was, as the case may be, acquired by 
the taxpayer after 1971, acquires one or more other 
properties (in this subsection referred to as “newly- 
acquired properties”) each of which is identical to 
each such previously-acquired property, for the pur- 
poses of computing, at any subsequent time, the ad- 
justed cost base of the taxpayer of each such identi- 
cal property, 


(a) the taxpayer shall be deemed to have disposed 
of each such previously-acquired property imme- 
diately before the particular time for proceeds 

. equal to its adjusted cost base to the taxpayer im- 
mediately before the particular time; 


(b) the taxpayer shall be deemed to have acquired 
the identical property at the particular time at a 
cost equal to the quotient obtained when 


(1) the total of the adjusted cost bases to the 
taxpayer immediately before the particular 
time of the previously-acquired properties, 
and the cost to the taxpayer (determined with- 
out reference to this section) of the newly-ac- 
quired properties 
is divided by 

(ii) the number of the identical properties 
owned by the taxpayer immediately after the 
particular time; 


(c) there shall be deducted, after the particular 
time, in computing the. adjusted cost base to the 
taxpayer of each such identical property, the 
amount determined by the formula 


A 
B 
where 


A. is the total of all amounts deducted under par- 
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agraph 53(2)(g.1):1n computing immediately 
before the particular’ time the adjusted cost 
base’to the taxpayer of the previously-ac- 
quired properties, and 


B is the number of such identical properties 
owned by the taxpayer immediately after the 
particular time or, where subsection (2) ap- 
plies, the quotient determined under that sub- 
section in respect of the acquisition; and 


(a) there shall be added, after the particular time, 
in computing the adjusted cost base to the tax- 
payer of each such identical property the amount 
determined under paragraph (c) in respect of the 
identical property. ; 
Related Provisions: 47(2) — Where identical ‘properties are 
bonds, etc.; 53(1)(q) — ‘Addition to adjusted ‘cost base for amount 
under 47(1)(d); 53(2)(g:1) — Reduction in adjusted cost base’ under 
-47(1)(c); 80.03(2)(a) — Deemed gain on disposition following debt 
forgiveness; 138(11.1) — Properties of life insurance corporation; 
248(12) — Meaning of “identical properties”. 
History: Paras. 47(1)(c) and (d) added jby 1995, C. OY, cy “13. appli- 
cable to taxation years that end after February, 21, 1994. 


1.T. Application Rules: 26(8)-(8.5) (property owned) since before 
1972). 
Forms: T2082: Capital dispositions uel a a schedule — 
shares. 


(2) Where identical properties are bonds, 
etc. — For the purposes of subsection (1), where a 


group of identical properties referred to in that sub- | 


section is a group of, identical. bonds, debentures, 
bills, notes or similar obligations issued by a debtor, 
subparagraph (1)(b)(@i) shall be read as follows: 


“i) the quotient obtained when the total of the 
principal amounts of all such. identical proper- 

ties owned by the, taxpayer immediately after 
the particular time is divided by the principal 
amount of the identical property.” 


Related Provisions: 248( sh cabiapatag bonds, etc., are identi- 
cal properties. 


Pre-RSC History [subsec. 47(2)]: Subsec. 47(2) amended by 
1988, c. 55; subsec.:26(1), to‘substitute “bonds, debentures, bills, 
notes or similar obligations issued by a debtor” for “obligations 
within the meaning of subsection (3)”, applicable to taxation years 


and fiscal periods commencing after June 17, 1987 that end after — 


1987. 


Forms: T2084: Capital dispositions supplementary schedule — 
bonds and other obligations. 


(3), (4) [Repealed under former Act] 


Pre-RSC History: Subsec. 47(3) repealed by 1988, c. 55, subsec. 
26(2), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. (See subsec. afin ) Sub- 
sec. 47(3) formerly read: 


(3) When bonds, etc., are identical — For the purposes of 
this subdivision, one bond, debenture, bill, note or other simi- 
lar obligation issued: by a debtor is identical to another such 
obligation issued by that debtor if both are identical in respect 
of all rights (in equity or otherwise, either immediately or in 
the future and either absolutely or contingently) attaching 
thereto, except as regards the principal amount thereof. 


Subsec. 47(4). repealed by 1986, c. 6, s. 19, applicable to 1986 et 


S. 47.1(28)(a) 


seq. Subsec. 47(4) formerly read: wm 


(4) Meaning of “property” — For the purposes of subsection 
(1), “property” does not include, an indexed security. 


Subsec. 47(4) added by 1984, c. 1, s. 16, applicable after September 
30, 1983. 

Definitions [s. 47]: “adjusted cost base” — 54, 248(1); “identi- 
eal”? — 138(11.1),' 248(12); “principal, amount’, “property”, “tax- 
payer” — 248(1). 

Interpretation Bulletins [s. 47}; IT- 78: Capital property owned 
on December 31, 1971 — identical properties; IT-88R2: Stock divi- 
dends; IT-115R2: Fractional’ interest in shares; IT-199: Identical 
properties acquired: in’ non-arm’s length transactions; IT-387R2: 
ee of “identical properties”. 

47.1 Indexed Seuurity Investment Plans — 
(1)+(26) [Repealed under former Act] 


(26.1) Application of section 47.1 of R.S.C., 
1952, c. 148 — Words and expressions used in 
subsections (27) and (28) have the meanings as- 
signed to them by subsections 47.1(1) to (26) of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, as the latter subsections read on 
July 1,.1986 and in so far as they are not inconsistent 
with subsections (27) and (28). 

Origin of subsec. 47.1(26.1): R.S.C. 1985, c. 1 (Sth Supp.). 


I.¥. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(27) Capital losses: in 1986 — Notwithstanding 
any other provision of this Act, where paragraph 
47.1(10)(f) of the Income:Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as that paragraph 
read on January 1, 1986, applied in respect of the ter- 
mination before 1986 of an indexed security invest- 
ment plan under which a taxpayer was a participant, 
any amount that would have been deemed under that 


| paragraph to be a capital loss of the taxpayer from 


the Plan for the 1986 or a subsequent taxation, year 
shall be deemed to be a capital loss of the taxpayer 
for the 1986 taxation year from the disposition of 
property in 1986. 


1.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(28) Transition for 1986 — Where a taxpayer was 
a participant under a Plan on January 1, 1986, the 
following rules apply: 


(a) each indexed security owned under the Plan 

_ by the taxpayer on.that date shall be deemed to 

have been disposed of under the Plan on that date 

for proceeds of disposition determined by the 
formula 

A.X ~ 

C 


where 


A is the ithe bi base of the Plan on that date 
determined as if subparagraph 47.1(3)(a)(@) of 
the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, were read as 
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“the fair market value of all indexed securities 
owned by the taxpayer under the Plan at the 
end of the preceding taxation year’, 


Bis the fair market value of the security on that 
date, and 


C. is the fair market value of all indexed securi- 
ties owned under the Plan by the taxpayer on 
that date; 


(b) each indexed security deemed under para- 
graph (a) to have been disposed of under the Plan 
shall be deemed to have been reacquired outside 
the Plan by the taxpayer immediately after that 
date at a cost equal to the amount deemed under 
paragraph (a) to be the proceeds of the disposi- 
tion of that security; 


(c) each put or call option referred to in clause 
47.1(4)(a)(iv)(B) or (C) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, as that clause read on January 1, 1986, out- 
standing under the Plan on that date shall be 
deemed to have been closed out under the Plan 
on that date at a cost equal to the amount that the 
taxpayer would have had to pay on that date if the 
taxpayer had actually closed out the option on a 
prescribed stock exchange in Canada on that 
date; 


(d) each put or call option deemed under para- 
graph (c) to have been closed out shall be deemed 
to be written outside the Plan immediately after 
that date for proceeds equal to the amount 
deemed under paragraph (c) to be the cost at 
which the option was closed out; and 


(e) for greater certainty, the taxpayer’s indexed 
gain or loss, as the case may be, for the 1986 tax- 


ation year from the Plan and unindexed gain or — 


loss, as the case may be, for that year from the 
Plan shall be nil. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Pre-RSC History [s. 47.1]: The description of “A” in para. 
47.1(28)(a) substituted by 1986, c. 55, s. 7, applicable after 1985. 
That description formerly read: 


A is the indexing base of the Plan on that date, 


Subsecs. 47.1(1)-(26) repealed and subsecs. 47.1(27), (28) added by 
1986, c. 6, subsecs. 20(1)-(3), The repeal of subsecs. 47.1(1)—-(25) 
is applicable after January 1, 1986, the repeal of subsec. 47.1(26) is 
applicable to 1987 et seq. and the addition of subsecs. 47.1(27) and 
(28) is applicable after 1985. Subsecs. 47.1(1)-(26) formerly read: 


47.1 (1) Definitions — In this section and section 38, 


(a) “administrator” — “administrator”, in relation to a 
Plan, means the trader or dealer in securities, mutual fund 
corporation, mutual fund trust or insurer who has entered 
into the contract described in paragraph (f) in respect of 
the Plan other than as the participant under the Plan; 


(b) “capital gain” — “capital gain” of a taxpayer for a 
taxation year from a Plan means the amount determined 
in respect of the Plan for the taxpayer for the year under 
subsection (9), 48(1.1), 70(5.4), 74(2), 75(2), 104(5.1) or 
128(2), whichever is applicable; 
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(c) “capital loss” — “capital loss” of a taxpayer for a 
taxation year from a Plan means the amount determined 
in respect of the Plan for the taxpayer for the year under 
subsection (9), (10), (12), 48(1.1), 70(5.4), 74(2), 75(2), 
104(5.1) or 128(2), whichever is applicable; 


(d) “fair market value” — “fair market value”, at any 
time of a security, means 


(i) in the case of a security listed or traded on a pre- 
scribed stock exchange in Canada and owned under 
or in respect of a Plan or transferred to a Plan, the 
quoted price at that time determined in accordance 
with the method regularly followed by the adminis- 
trator of the Plan in determining quoted prices, and 


(ii) in the case of a security that is a share of the capi- 
tal stock of a mutual fund corporation, a unit of a 
mutual fund trust or an interest in a related segre- 
gated fund trust, the amount that would be received 
in respect of that share, unit or interest if it were re- 
deemed or disposed of at that time, 


or such other amount as may be prescribed; 


(e) “indexed security” — “indexed security” means a 
qualified security beneficially owned by a taxpayer under 
a Plan and, where the Plan is administered by a trader or 
dealer in securities, held in the care and custody of a 
trader or dealer in securities and registered in the name of 
a trader or dealer in securities or person who is a nominee 
for a trader or dealer in securities; 


(f) “indexed security investment plan” — “indexed se- 
curity investment plan” means a plan of investment in se- 
curities that are qualified securities in relation to the plan 
and that is evidenced by a written contract 


(i) entered into between 


(A) a person resident in Canada who is an indi- 
vidual (other than a trust). or a trust (other than a 
mutual fund trust) of which each beneficiary is 


(1) an individual (other than a trust) ora per- 
son described in paragraph 110(1)(a), (b) or 
(b.1) (other than the taxpayer referred to in 
any such paragraph), or 


(II) a testamentary trust that arose on and in 
consequence of the death of a person who 
was a beneficiary of the trust and of which 
all the beneficiaries are persons described in 
subclause (1), and 


(B) a person resident in Canada or licensed to 
carry on business in Canada who is a trader or 
dealer in securities, a mutual fund corporation, a 
mutual fund trust or an insurer in respect of a re- 
lated segregated fund trust, and 


(ii) under which the trader or dealer, corporation, 
trust or insurer, as the case may be, agrees to com- 
pute any taxable capital gain or allowable capital loss 
of the person referred to in clause (A) from the plan 
for each taxation year of such person in which the. 
contract 1s in force; 


(g) “indexing factor’ — “indexing factor” for a particu- 
lar month means the quotient obtained when 


(i) the Consumer Price Index, as published by Statis- 
tics Canada under the authority of the Statistics Act, 
adjusted in the prescribed manner, for the month im- 
mediately preceding the particular month 


is divided by 
(ii) the Consumer Price Index, as published by Statis- 


tics Canada under the authority of the Statistics Act, 
adjusted in the prescribed manner, for the month that 
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is two months before. the particular month, 


and such quotient is rounded to the nearest one-hundred 
thousandth or, where the quotient is equidistant from two 
one-hundred thousandths, to the larger thereof; 


(h) “participant” — “participant” under a Plan means any 
person who has entered into a contract described in para- 
graph (f) under which his taxable. capital gain or allowa- 
ble capital loss from the Plan will be computed for each 
taxation year in which the contract is in force or a spouse 
or trust who has acquired all the rights and assumed all 
the obligations of the person under the contract in cir- 
cumstances described in subparagraph 70(5.4)(g)(ii); 


(i) “Plan” — “Plan” means’ an indexed security invest- 
ment plan; " 

(j) “qualified security” — “qualified security”, at any 
time, means 


(i) in relation to a Plan administered by a trader or 
dealer in securities, a security in respect. of which 
there is at that time a subsisting certification by a 
prescribed stock exchange in Canada that the secur- 
ity is 
(A) a share of a class of the capital stock of a 
corporation incorporated and having its head of- 
fice in Canada, other, than a corporation recog- 
nized as a mutual fund corporation by that stock 
exchange, in.respect of which the following re- 
quirements are met, namely: 


(1) the class.to. which the share belongs is 
listed; or is. conditionally approved for list- 
ing, on that stock exchange, 


(IL) the amount that the owner of the share is 

. entitled to receive on the dissolution, liqui- 
dation. or winding-up:of the corporation is 
not limited to a, fixed or determinable 
amount, other than an amount determinable 
by reference to the entitlement of another 
share described in this clause. on the dissolu- 
tion,..liquidation, or winding-up-.of the 
corporation, 


(III) there is no right, privilege, restriction or 
condition attaching to the sharé under the 
corporation’s charter or any amendment 
thereto that : sedan 


1. gives the owner of the share the right 
to cause it to be redeemed, acquired or 

cancelled by the corporation, in whole 
or in part, or to cause the paid-up capital 
of the share to be reduced, 


''2, limits the amount of the dividends 
that the corporation may’ declare or pay 
on the share, or that the.owner thereof 
may receive thereon, to an amount not 
‘to exceed a fixed or determinable 
amount, other than an amount determi- 
nable by reference to a dividend payable 
on another share described in this 
clause, 


3. gives the owner of the share the right 
to convert it into, or exchange it for, an- 
other property, other than a share that is, 
or that if issued would be, described in 
this clause read without reference to 
subclause (I),~or 


4. gives the corporation the right with- 
‘out the consent of the beneficial owner 
of the share, or obligates the corpora- 
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tion, to redeem, acquire or cancel, (other 
than a right or obligation to redeem, ac- 
quire or cancel for the purpose of keep- 
ing the total number of shares of the 
class to which the share belongs that is 
owned by a person or ‘group of persons 
below a specific percentage of all shares 
of that class that' have been issued) the 
share, in whole or in part, to reduce the 
corporation’s paid-up capital in respect 
- of the share or to convert the share into, 
or exchange the share for, another prop- 
erty, other than a share that is, or that if 
issued would be, described in this 
‘clause, and 


_ (IV), the..owners,.of all shares of the class 
have no right: or.obligation under a contract, 
in equity or otherwise, either immediately or 
in the future and either absolutely or contin- 
gently, to dispose of their shares to the cor- 

poration, a person not dealing at arm’s 

length with the corporation or a partnership 

or trust of which the corporation or a person 

not dealing at arm’s length with the corpora- 
tion is a member or beneficiary, 

(B) a right or warrant that is posted for trading, 

or that is conditionally approved for such post- 

ing, on that stock: exchange and that grants the 

owner thereof the right to acquire a determinable 


number of shares described in clause (A) at a de- 


terminable price, or 


(C) a put or call option in respect of a share de- 
scribed in clause (A) that is traded on that stock 
exchange, 


unless the security is at that time 


(D) a prescribed security, 


*» (E), a'share of the capital stock of a corporation 
ini respect of which 25% or more of the issued 


shares of any class thereof are owned by the tax- 
payer who is the participant under the Plan, by 
any one.or more persons. with whom the tax- 
payer does not deal at arm’s length or by the tax- 
payer and any one or more such persons, 


(F) a share of the capital stock of a corporation 
that. is. prescribed to be an, investment 
corporation, 


(G) a right, warrant or call option that, if exer- 
cised, would allow the taxpayer who is the par- 
ticipant under the Plan to acquire securities 
outside the Plan, or 


(H) a put option in respect of shares not owned 
under the Plan, other than any such shares that 


' would be required to be acquired under the Plan 


on the exercise of a put option written under the 
Plan that together with the option is recognized 
as a spread position by a prescribed stock ex- 
change in Canada, and 


(ii) in relation to-a Plan administered by a mutual 
fund corporation or, mutual fund trust or by an in- 
surer, in respect of a related segregated fund trust, a 
share of the capital stock of the mutual fund corpora- 
tion, a unit of the mutual fund trust or an interest in 
the related segregated fund trust, other than a pre- 
scribed shafe, unit or interest; 


(k) “specified adjustment factor’ — “specified adjust- 
ment, factor’ for a taxation, year,in respect. of a Plan 
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means 


(i) where the Plan is administered by a trader or 
dealer in securities, nil, and 


(ii) where the Plan is administered by a mutual fund 
corporation, a mutual fund trust or an insurer, the 
amount, if any, obtained when .100 is subtracted 
from the quotient obtained when 


(A) the aggregate of 


(I) the total of all amounts that are obtained 
by determining, for each month in the year, 
the fair market value of all property, other 
than securities described in subparagraph 
(j)(i), owned by the administrator in respect 
of the Plan at the end of a day (to be selected 
by the administrator) of the month after the 
twenty-third day thereof, and 


(II) the total of all amounts that are obtained 
by determining, for each month in the year, 
the fair market value of all property, other 
than securities described in subparagraph 
(j)G), owned by the administrator in respect 
of the Plan at the end of a day (to be selected 
by the administrator) between the tenth and 
twentieth days of the month 


is divided by 
(B) the aggregate of 


(1) the total of all amounts that are obtained 
by determining, for each month in the year, 
the fair market value of all property owned 
by the administrator in respect of the Plan at 
the end of such day of that month as was 
used in computing the fair market value for 
that month for the purposes of subclause 
(A)(1), and 


(II) the total of all amounts that are obtained 
by determining, for each month in the year, 
the fair market value of all property owned 
by the administrator in respect of the Plan at 
the end of such day in the month as was 
used in computing the fair market value for 
that month for the purposes of subclause 
(A)CD, 


except that where the amount thus obtained is .400 or 
greater, it shall be deemed to be 1; and 
(1) “trader or dealer in securities” — “trader or dealer 
in securities” means a person 
(i) who is registered or licensed under the laws of a 
province to trade in securities and who is a member 
of a prescribed contingency fund, 
(ii) that is A . 
(A) a bank to which the Bank Act or the Quebec 
Savings Banks Act applies, 
(B) a corporation licensed or otherwise author- 
ized under the laws of Canada or a province to 
carry on in Canada the business of offering to 
the public its services as trustee, or 
(C) a credit union, 
and that purchases or sells, through a person de- 
scribed in subparagraph (i), securities as agent for 
other persons, or 


(iii) who is a prescribed person. 


(2) Acquisitions and dispositions under a Plan — Where, 
in any month, a taxpayer who is a participant under a Plan 
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owns a security that is a qualified security in relation to the 
Plan and that is, or would but for this section and subpara- 
graph 39(1)(a)(v) be, a capital property of the taxpayer, the 
following rules apply: 


(a) where 


(i) the security was acquired or disposed of by the 
taxpayer at any time in the month, 


(ii) the administrator of the Plan treats the acquisition 
or disposition as having taken place under the Plan, 
and 


(iii) the taxpayer does not notify the administrator of 
the Plan in writing within 21 days after the end of the 
month that the security was not acquired or disposed 
of under the Plan, 


the security shall be deemed to have been acquired or 
disposed of under the Plan; 


(b) where 


(i) the security was acquired or disposed of by the 
taxpayer at any time in the month, 


(ii) the administrator of the Plan does not treat the 
acquisition or disposition as having taken place 
under the Plan, and 


(iii) the taxpayer notifies the administrator of the 
Plan in writing within 21 days after the end of the 
month that the security was acquired or disposed of 
under the Plan, 


the security shall be deemed to have been acquired or 
disposed of under the Plan; and 


(c) where the security was not acquired under the Plan by 
the taxpayer and the taxpayer notifies the administrator 
of the Plan in writing at any time that the security is to be 
transferred to the Plan, the security shall be deemed to 
have been disposed of immediately before that time by 
the taxpayer for proceeds of disposition equal to its fair 
market value at that time and shall be deemed to have 
been reacquired under the Plan by the taxpayer immedi- 
ately after that time at a cost equal to that fair market 
value. 


(3) Indexing base at beginning of year — For the purposes 
of subsection (4), where a taxpayer is a participant under a 
Plan at the beginning of a taxation year, the indexing base of 
the Plan at that time is 


(a) where the taxpayer had a gain from the Plan for the 
preceding taxation year, the amount, if any, by which 


(i) the amount, if any, by which 


(A) the fair market value of all indexed securities 
owned by the taxpayer under the Plan at the end 
of the preceding taxation year 


exceeds 


(B) the total of all amounts that are obtained by 
determining, for each put or call option referred 
to in clause (4)(a)(iv)(B) or (C) outstanding 
under the Plan at the end of the preceding taxa- 
tion year, the amount that the taxpayer would 
have had to pay at that time to close out that op- 
tion on a prescribed stock exchange in Canada 


exceeds 


(ii) the amount, if any, by which the taxpayer’s gain 
from the Plan for the preceding taxation year exceeds 
the taxpayer’s capital gain from the Plan for the pre- 
ceding taxation year; and 


(b) in any other case, the aggregate of 


(i) the amount referred to in subparagraph (a)(i), and 
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(ii) the amount, if any, by which the taxpayer’s loss “exceeds 
from the Plan for the preceding taxation year exceeds 
the taxpayer’s capital loss from the Plan for the pre- 
ceding taxation year. 


(B) where any portion of an indexed gain 
f amount of the taxpayer from the Plan for’a pre- 
ceding month in the year had the effect of reduc- 


(4) Indexing base at end of a month and indexed gain bia ing to a lesser amount’ the amount that would 

amount for a month — For the. purposes of: this subsection . otherwise have ‘been the indexing base of the 

and subsections (5) and (24), where a taxpayer is a participant Plan at the end of any month following’ (and in 

ander a Plan i in any month in a taxation year, the same year as) the preceding month, the total 
of all such portions that had that. effect; and 

(a) the indexing base of the Plan at the end of the month 


is the amount, if any, by which the aggregate of ‘(b) the indexed gain amount of the’ taxpayer’ for the 


“osmonth from the Plan is the amount, if any, by which the 


(i) the product obtained when the indexing factor for total determined under subparagraph (a)(iv) exceeds the 
the month is multiplied by . aggregate of the product determined under subparagraph 
(A) where the month is the first month in the (a)G@) and the totals determined under, subparagraphs 
year, the indexing base of the Plan at the begin- (a)(ii) and (iii). | 
vning of the year, and a (5) Indexed gain or loss — For the purposes of subsection 
» (B) in any other case, the indexing base: of the (7), where a taxpayer is a participant undera Plan in a taxa-, 
Plan at the end of the preceding month, tion year, i 


(ii) the total of all amounts that are obtained by de- 
termining, for each indexed security acquired under 
the Plan by the taxpayer in the month, the cost of the 
security, and 


(iii) the total of all amounts that are obtained by de- 
termining,’ for each put or call option referred ‘to in 
clause (iv)(B) or (C) that was closed out under the 
Plan in the month, the cost of closing out that option, 


exceeds the aggregate of 


(iv) the total of alleamounts that are obtained by de- 
termining, for 


(A) each indexed security owned by the taxpayer 
under the Plan that was. disposed of in the 
month, 


(B) each call option written under the Plan in the 
month on a prescribed stock exchange in Canada 
in respect of a security 


(1) that is an indexed security owned by the 
taxpayer under the Plan, 


(II) that the taxpayer will acquire under the 
Plan if he exercises a call option owned 
under the Plan that, together with the call 
option written under the Plan, is recognized 
as. a spread. position by ‘a prescribed stock 
exchange in Canada, or 


(II) that the taxpayer will acquire under the 
Plan if he exercises a right or warrant owned 
under the Plan that does not expire at a time 
prior to the time at. which the call option 
written under the Plan expires, and 


(c) each put option written under the Plan in the 
month on a prescribed stock exchange in Canada 
in respect of a security that is a qualified security 
in relation to the Plan‘and that the taxpayer will 
acquire under the Plan if exercised, 


the amount, if any, by which the proceeds to the taxpayer 
from such disposition or writing exceed such of any out- 
lays and expenses with respect to the disposition or writ- 
ing as were made or incurred by the taxpayer for the pur- 
pose of making the disposition or writing, and 


(v) the amount, if any, by which 


(A) the total of all amounts that are obtained by 
determining, for each preceding month in the 
year, the indexed gain amount, if any, of the tax- 
payer from the Plan for that preceding month 
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(a) the indexed gain of the taxpayer for thie’ year from the 
Plan is the aggregate of 


(i) the amount, if any, by which 


(A) the total of all amounts that are obtained by 
determining, for each month in the year, the in- 
dexed gain amount of the taxpayer from the Plan 
for the month 
“exceeds 
(B) where any portion of an indexed gain 
amount of the taxpayer from the Plan for a 
“month in the year had the:effect of reducing to a 
lesser amount the amount that would otherwise 
have. been the indexing base of, the Plan at the 
_end of any month following (and in the same 
year as) that month, the total of all such portions 
that had that effect, and 


(ii) the amount, if any; by which 
(A) the amount, if any, by which 


(I) the fair market value of all indexed secur- 
ities owned by the taxpayer under the Plan at 
the end of the year 

exceeds ~ 


(II) the indexing base of the Plan at the end 
of the last month in the year 
exceeds _ 
(B) the total of all amounts that are obtained by 
determining, for each put or call option referred 
to in clause (4)(a)(iv)(B) or (C) outstanding 
under the Plan at the end of the year, the amount 
“that the taxpayer would have to pay at that time 
to close out that option on a prescribed stock ex- 
change in Canada; and » 
(b) where the gain described in paragraph (a) is nil, the 
indexed loss of the taxpayer for the year from the Plan is 
the amount, if any, by which 


(i) the indexing base described in subclause 
(a)Gi)(A)UD 
exceeds 

(ii) the amount, if any, by which 
(A) the fair market value described in subclause 
(a)Gi)(A)D) 

exceeds. ; 
(B) the total described in clause (a)(1i)(B). 
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(6) Unindexed gain or loss — For the purposes of subsec- 
tion (7), 
(a) a taxpayer’s unindexed gain for a taxation year from a 
Plan is-the amount that would be determined under para- 
graph (5)(a) to be the indexed gain of the taxpayer for the 
year from the Plan if the indexing factor for each month 
in the year were one; and 


(b) a taxpayer’s unindexed loss for a taxation year from a 
Plan is the amount that would be determined under para- 
graph (5)(b) to be the indexed loss of the taxpayer for the 
year from the Plan if the indexing factor for each month 
in the year were one. 


(7) Gain or loss — For the purposes of subsections (3), (9), 
(10), (24), 48(1.1), 70(5.4), 104(5.1) and 128(2), 


(a) the gain of a taxpayer for a taxation year from a Plan 
is 


(i) where the taxpayer had an indexed gain and an 
unindexed gain for the year from the Plan, the aggre- 
gate of 


(A) the indexed gain of the taxpayer for the year 
from the Plan, and . 


(B) the product obtained when the specified ad- 
justment factor of the taxpayer for the year in re- 
spect of the Plan is multiplied by the amount, if 
any, by which 
(I) the unindexed gain of the taxpayer for the 
year from the Plan 
exceeds 


(II) the indexed gain of the taxpayer for the 
year from the Plan, and 


(11) where the taxpayer had an indexed loss and an 
unindexed gain for the year from the Plan, the 
amount, if any, by which 


(A) the product obtained when the specified ad- 
justment factor of the taxpayer for the year in re- 
spect of the Plan is multiplied by the aggregate 
of 


(1) the indexed loss of the taxpayer for the 
year from the Plan, and 


(II) the unindexed gain of the taxpayer for 
the year from the Plan 


exceeds 


(B) the indexed loss of the taxpayer for the year 
from the Plan; and 


(b) the loss of a taxpayer for a taxation year from a Plan 
is 
(i) where the taxpayer had an indexed loss and an 


unindexed loss for the year from the Plan, the 
amount, if any, by which 


(A) the indexed loss of the taxpayer for the year 
from the Plan 


exceeds 


(B) the product obtained when the specified ad- 
justment factor of the taxpayer for the year in re- 
spect of the Plan is multiplied by the amount, if 
any, by which 


(I) the indexed loss of the taxpayer for the 
year from the Plan 


exceeds 


(II) the unindexed loss of the taxpayer for 
the year from the Plan, and 


(ii) where the taxpayer had an indexed loss and an 


298 


Income Tax Act, Part I, Div. B 


unindexed gain for the year from the Plan, the 
amount, if any, by which 


(A) the indexed loss of the taxpayer for the year 
from the Plan ' 


exceeds 


(B) the amount determined under clause 


(a)(ii)(A). 


(8) Where Consumer Price Index declines — Where in a 
taxation year a taxpayer is a participant under a Plan and the 
Consumer Price Index, as published by Statistics Canada 
under the authority: of the Statistics Act, for the month imme- 
diately preceding the last month of the year or, where the tax- 
payer ceased to be a participant under the Plan in the year, the 
month immediately preceding the month in which he so 
ceased is less than the Consumer Price Index so published for 
the month two months preceding the first month of the year 
or, where the taxpayer commenced to be a participant under 
the Plan in the year, the month immediately preceding the 
month in which he so commenced, subsection (7) shall, for 
the purpose of determining any gain or loss of the taxpayer 
for the year from the Plan, be read as if any reference therein 
to ; 


(a) “indexed gain” were a reference to “unindexed gain”; 
(b) “unindexed gain” were a reference to “indexed gain”; 
(c) “indexed loss” were a reference to “unindexed loss”; 


(d) “unindexed loss” were a reference to “indexed loss”; 
and . 


(e) “the specified adjustment factor” were a reference to 
“one minus the specified adjustment factor”. 


(9) Capital gain or loss — Where a taxpayer is a participant 
under a Plan in a taxation year, 


(a) the taxpayer’s capital gain for thee year from the Plan 
is the greater of 


(i) “44 of the gain of the taxpayer for the year from the 
Plan, and 


(ii) the amount, if any, by which 


(A) the gain of the taxpayer for the year from the 
Plan 


exceeds 
(B). the amount, if any, by which 


(1) the fair market value of all indexed secur- 
ities owned by the taxpayer under the Plan at 
the end of the year 


exceeds 


(II) the total of all amounts that are obtained 
‘by determining, for each put or cail option 
teferréd to in clause (4)(a)(iv)(B) or (C) out- 
standing under the Plan at the end of the 
year, the amount that the taxpayer would 
have to pay at that time to close out that op- 
tion on.a prescribed stock exchange in Can- 
ada; and 


(b) the taxpayer’s capital loss for the year from the Plan 
is /s of the loss of the taxpayer for the year from the Plan. 


(10) Termination of a Plan — Where at any particular time 
in a taxation year a Plan under which a taxpayer is the partici- 
pant is terminated, the following rules apply: 


(a) the taxpayer’s indexed gain or loss, as the case may 
be, for the year from the Plan and unindexed gain or loss, 
as the case may be, for the year from the Plan shall be 
computed as if the year ended at the end of the month in 
which the Plan was terminated; 
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(b) each indexed security owned under the Plan by the 
taxpayer immediately before the particular time shall be 
deemed to have been disposed of under the Plan at that 
time for proceeds of disposition equal to the fair market 
value of the security at that time; 


(c) each security deemed to‘have been disposed of by vir- 
tue of paragraph (b) shall be deemed to be reacquired 
outside the Plan by the.taxpayer immediately after the 
particular time at a cost equal to the amount for which it 
was so deemed to have been, disposed. of; 


(d) each put or call option referred to in clause 
(4)(a)(iv)(B) or (C) outstanding under the Plan immedi- 
ately before the particular time’ shall be deemed to have 
been closed out under the Plan at that time at a cost equal 
to the amount the taxpayer would have had to pay at that 
time if he had actually closed’ out the option on a pre- 
scribed stock exchange in Canada; 


(e) each put or call option deemed to have been closed 
out by virtue of paragraph (d) shall be deemed to be writ- 
_ten outside the Plan by the taxpayer immediately after the 
particular time for proceeds equal to the amount at which 
the option was so deemed to have been closed out; and 


(f). where. the taxpayer had a loss. for the year from the 
Plan, the taxpayer shall, notwithstanding subsection (9), 
be deemed to have a capital loss. from the Plan for the 
year and each of the four subsequent taxation years equal 
to /s of the taxpayer’s loss for the year from the Plan. 


(11) Deemed termination of a Plan — Where 


(a) a taxpayer who was a participant under a Plan at the 
end of a taxation year had a loss for the year from the 
Plan of less than $2,500 and did not own any indexed 
securities under the Plan at the end of the year or have 
any obligations in respect of options referred to in clause 
(4)(a)(iv)(B) or (C) shel 2 under the Plan at the end 
of the year, 


(b) at any particular time in a taxation year a trust that is 
a participant under a Plan ceases to be’a trust described in 
clause (1)(f)(i)(A), or 


(c) at any particular time in a taxation year a taxpayer 
who is a participant under a Plan writes a call option 
under the Plan in respect of an indexed security and the 
option is not written on a ntl stock exchange in 
Canada, 


the Plan shall be deemed to be terminated at the end of the 
year or at the particular time, as the case may be. 


(12). Termination of a trust Where paragraph (10)(f) is 
applicable in a taxation year to a trust in respect of a Plan and 
at any time in that year the trust is terminated, the trust shall, 
notwithstanding that paragraph, be deemed to have a capital 
loss from the Plan for that year equal to the aggregate of all 
amounts that are obtained by determining every amount that, 
but for the termination of the trust, would have been a capital 
loss of the trust from the Plan as that oie or any subsequent 
taxation year. 


(13) Indexed securities exchanged or replaced — Not- 
withstanding any other provision of this Act, other than sub- 
sections (17) and 49(3) and paragraph 69(1)(b), where at any 
particular time an indexed security owned’ by a taxpayer 
under a Plan is exchanged for or replaced by ‘other property, 
the following rules apply: 


(a) the indexed security shall be deemed. to have been 
disposed of under the Plan by the taxpayer immediately 
before the particular time -for proceeds of disposition 
equal to the fair market value of the other property at that 
time; 
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(b) where the other. property includes a.qualified security 
in relation to.the Plan, the. qualified. security shall be 
deemed to be an indexed security acquired under the Plan 
by the taxpayer immediately after the. particular time at a 
cost equal: to its fair market value at that time; and 


(c) where the other property includes a particular prop- 
erty that is not'a qualified security in relation to the Plan, 
the particular property shall be deemed to have been ac- 
quired outside the Plan by the taxpayer immediately after 
the. particular time at a cost ibeaual to its fair market value 
at that time. 


(14) Rights and stock dividends — Where at any time a 
taxpayer who is a participant under a Plan receives, in respect 
of an indexed. security: owned under the Plan, a right de- 
scribed in clause (1)()(i)(B). at nil cost,or a stock dividend 
that is not.a dividend, and the. right or stock dividend is a 
qualified security in relation to, the Plan, such right or stock 
dividend shall be deemed to be acquired Hee the Plan by the 
taxpayer at that time at a cost equal to nil.” 


(15) Indexed ‘securities withdrawn froma Plan or that 
cease to be qualified securities — Where at any particular 


time a security that is an indexed security owned under a Plan 


by a taxpayer is withdrawn’ from the Plan or ceases to be a 
qualified security in relation to nm Plan, the following rules 
apply: 
(a) the security shall be deemed to have been disposed of 
under the Plan by the taxpayer immediately before the 
particular time for proceeds of disposition equal to its fair 
market value at that time; and _ 


(b) the security shall be deemed to. have been reacquired 
outside the Plan by the taxpayer immediately. after the 
particular time at a cost equal to the fair market value 
referred to in paragraph (a). 


(16) Disqualification of option written under Plan — 
Where at any time a put or call option outstanding under a 
Plan ceases to be in respect of a security described in clause 
(4)(a)(iv)(B) or (C), the following rules apply in respect of 
the taxpayer who is the participant under the Plan: 


(a) the taxpayer shall be deemed to have closed out the 
option under the Plan immediately before that time at a 
cost equal to the amount that the taxpayer would have 
had to pay at that time if he had actually closed out the 
option on.a prescribed stock exchange in Canada; and 


(b) the taxpayer shall be deemed to have written the op- 
tion outside the Plan immediately after that time for pro- 
ceeds of disposition equal to the amount at which the op- 
tion was deemed to have been closed out under paragraph 


(a). 


(17) Exercise of options — Where at any particular time a 
taxpayer who is.a participant under a Plan disposes of an in- 
dexed security owned under the Plan by virtue of the exercise 
of a put option owned or a call option: written outside the 
Plan, the taxpayer shall be deemed to have disposed of the 
security under the Plan immediately before the time that is 
immediately before the particular time for proceeds of dispo- 
sition equal to the fair market value of the security at the par- 
ticular time and to have reacquired the security outside the 
Plan immediately before the particular time at a cost equal to 
that fair market value. 


(18) Shares of a mutual fund corporation — For the pur- 
poses of subparagraph (4)(a)G@v) and paragraph 131(1)(b), 
where a taxpayer owns a share. of the capital. stock of a mu- 
tual fund corporation under a Plan, the following, rules apply: 


(a) any amount received in respect of the share by the 
taxpayer at.any time in.a taxation year.in relation to a 
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period during which the share was so owned that would, 
but for this paragraph, be deemed by paragraph 131(1)(b) 
to be a capital gain of the taxpayer for the year from the 
disposition of capital property shall be deemed to be pro- 
ceeds received at that time on the disposition of the share 
and not to be a capital gain of the taxpayer for the year 
from the disposition of capital property; and 


(b) any amount received by the taxpayer on the redemp- 
tion, in whole or in part, of the share in relation to a pe- 
riod during which the share was so owned shall, notwith- 
standing any other provision of this Act, be deemed to be 
proceeds received by the taxpayer on the disposition of 
the share. , 


(19) Units of a mutual fund trust — For the purposes of 
subparagraph (4)(a)(iv), subsections 104(13) and (14) and 
section 105, where a taxpayer owns a unit of a mutual fund 
trust under a Plan, the following rules apply: 


(a) any amount that becomes receivable by the taxpayer 
in respect of the unit at any time in a taxation year in 
relation to a period during which the unit was so owned 
that would, but for this paragraph, be deemed by virtue of 
subsection 104(13) or (14) or section 105, whichever is 
applicable, and subsection 104(21) to bea taxable capital 
gain of the taxpayer for the year from the disposition of 
capital property shall, notwithstanding those provisions, 


(i) be deemed to be proceeds received at that time on 
the disposition of the unit, 


(ii) not be included in computing the income of the 
taxpayer for the year by virtue of subsection 104(13) 
or (14) or section 105, as the case may be, and 


(iii) not be deemed by virtue of subsection 104(21) to 
be a taxable capital gain of the taxpayer for the year 
from the disposition of capital property; and 


(b) any amount received by the taxpayer as, on account 
of or in lieu of payment of, or in satisfaction of a distribu- 
tion or payment of, capital in respect of the unit in rela- 
tion to a period during which the unit was so owned 
shall, notwithstanding any other provision of this Act, be 
deemed to be proceeds received by the taxpayer on the 
disposition of the unit. 


(20) Interest in a related segregated fund trust — For the 
purposes of this subdivision, where a taxpayer owns an inter- 
est in a related segregated fund trust under a Plan, the follow- 
ing rules apply: ji 


(a) any amount required by paragraph 138.1(1)(g) to be 
added at any time to the cost of the interest to the tax- 
payer shall be deemed to be a cost in respect of an inter- 
est in the trust acquired by the taxpayer at that time; 


(b) any amount deemed by paragraph 138.1(1)(f) to be an 
amount payable at any time in respect of the interest shall 
be deemed to be a cost in respect of an interest’ in the 
trust acquired by the taxpayer at that time; 


(c) any amount deemed by subsection 138.1(3) to be a 
capital gain or capital loss of the taxpayer for a taxation 
year from the disposition of property shall not be in- 
cluded in computing the taxpayer’s taxable capital gains 
or allowable capital losses, as the case may be, for the 
year; 

(d) any amount deemed by subsection 138.1(4) to be a 
capital gain or capital loss allocated to the taxpayer in a 
taxation year shall not be included in computing the tax- 
payer’s taxable capital gains or allowable capital losses, 
as the case may be, for the year; and 


(e) any acquisition fee, within the meaning of subsection 
138.1(6), in respect of the interest shall be deemed to be a 
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cost in respect of the interest. 


(21) Where more than one Plan— Where at any time a 
taxpayer becomes a participant under two or more Plans ad- 
ministered by the same trader or dealer in securities, all such 
Plans shall be deemed to become one Plan. 


(22) Transfers between Plans — Where in any month in a 
taxation year there is a transfer by a taxpayer of all indexed 
securities owned by him under a Plan under which the tax- 
payer is the participant and of all obligations outstanding 
under the Plan in respect of options written under the Plan (in 
this subsection referred to.as the “‘first Plan’) to another Plan 
under which the taxpayer is the participant (in this subsection 
referred to as the “second Plan’) and immediately thereafter 
the first Plan is terminated, notwithstanding any other, provi- 
sion of this section, the following rules apply: 


(a) the taxpayer shall be deemed to have no capital gain 
or loss for the year from the first Plan; 


(b) for the purpose of computing the taxpayer’s capital 
gain or loss, as the case may be, for the year ftom the 
second Plan, 


(i) where the taxpayer was not the participant under 
‘the second Plan at the end of the preceding month, he 
shall be deemed to have become the participant at the 
end of the preceding ‘month, 


(ii) all acquisitions and dispositions and each writing 
of an option in the month under the first Plan, other 
than dispositions arising by: virtue of the transfer, 
shall be deemed to have taken place under the second 
Plan, — 


(iii) the taxpayer shall be deemed to have acquired 
indexed securities under the second Plan on the last 
day of the preceding month at a,cost equal to the 
amount of the indexing base, if any, of the first Plan 
at the end of the preceding month, and 


(iv) the taxpayer shall be deemed to have disposed of 
indexed securities. under the second Plan on_ the last 
day of the preceding month for proceeds of disposi- 
tion equal to the amount, if any, by which 


(A) ‘the total of all amounts that are obtained by 
determining, for each preceding month in the 
year, the indexed gain amount of the taxpayer 
from the first Plan for the preceding. month 


-- exceeds 


(B) where any portion of an indexed gain 

_ amount of the taxpayer from the first Plan for a 
preceding month in the year had the effect of re- 
ducing to a lesser amount the amount that would 
otherwise have been the indexing base of the 
first Plan at the end of any month in that year 
following that month, the total of all such por- 
tions that had that effect; and 


‘(c) the administrator of the first Plan shall, without notice 
or demand, within 21 days after the end of the month, 


(i) file. with the Minister a return in respect of the 
transfer in prescribed form and containing prescribed 
information, and 


(ii) send. or-deliver in person two copies of the return 
to each of the taxpayer and the administrator of the 
second Plan at their latest known address. 


(23) Taxation year — Where a taxpayer who is a participant 
under a Plan has a taxation year that ends on a particular day 
other than the last day of a month, the taxpayer’s gain or loss 
for the year from the Plan shall be computed as if the taxation 
year of the taxpayer were the period beginning on the first 
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i of the first month ending in the year and ending on 


(a) where the year was a taxation year deemed to have 
ended by virtue of paragraph 128(2)(d), the last day of 
the month that includes the particular day; and 


(b) in any other case, the last day of the last month end- 
ing in the year. 


(24) Avoidance — Where 


(a) at any particular time in a taxation year a taxpayer 
who is a participant under a Plan withdraws an indexed 
security from the Plan or disposes of an indexed security 
owned by. him under the Plan, 


(b) the taxpayer has an indexed gain amount from the 
Plan for any month in the year, and 


(c) the withdrawal or disposition was part Of a transaction 
or event or series of transactions or events that may rea- 
sonably be considered to have artificially or unduly de- 
creased any gain or increased or created any loss 


(i) of the taxpayer from a Plan for the year, or 


(ii) of any person not dealing at arm’s length with the 
taxpayer from a Plan under which the person was a 
participant in the taxation year in which the particu- 
lar time occurred, 


the specified adjustment factor in respect of each Plan re- 
ferred to in paragraph (c) for the taxation year in which the 
particular time occurred shall, notwithstanding paragraph 
~(1)(k), be deemed to be one. 


~ (25) Idem — Where the result of one or more acquisitions, 
dispositions, exchanges, declarations of trust or other transac- 
tions of any kind whatever under a Plan (including the direct 
or indirect matching of a long position under a Plan with a 
short position outside of that Plan) is that a taxpayer or a per- 
son with whom the taxpayer does not deal at arm’s length 
_may reasonably be considered, other than in circumstances 
described in subsection (24), to have artificially or unduly de- 
creased or deferred the amount of taxes that would otherwise 
be payable under this Act for a taxation year, the taxpayer 
shall be deemed to have terminated the Plan at the later of the 
time the Plan was established and the commencement of the 
year. 


(26) Return required — Every person who administers a 
Plan under which a taxpayer is a participant in a taxation year 
shall, without notice or demand, within 60 days from the end 
of the year, 


(a) file with the Minister a return for the year in pre- 
scribed form and containing prescribed information; and 


(b) forward or deliver in person two copies of the return 
to the taxpayer at his latest known address. 


That portion of subsec. 47.1(7) preceding para. (a) amended by 
1985, c. 45, subsec. 19(1), to add reference to subsec. 48(1.1), appli- 
cable after September 1983. 


Para. 47.1(20)(e) added by 1985, c. 45, subsec. 19(2), applicable 
after September 1983. 


S. 47.1 added by 1984, c. 1, s. 17, applicable after September 30, 
1983. 


Definitions [s. 47.1]: “amount” — 248(1); “capital loss” — 
39(1)(b), 248(1); “corporation” — 248(1), Interpretation Act 35(1); 
“proceeds of disposition” — 54; “taxation year” — 249; “tax- 
payer” — 248(1). 


Regulations [s. 47.1]: 3200 (prescribed stock exchange). 
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48. (1) [Repealed] 


History: Subsec. 48(1) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (ie., elects before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That subsec. formerly read: 


48. (1) Deemed disposition of property where taxpayer 
has ceased to be resident in Canada — For the purposes 
of this subdivision, where a taxpayer has ceased, at any par- 
ticular time in a taxation year and after 1971, to be resident in 
Canada, the taxpayer shall be deemed to have disposed, im- 
mediately before the particular time, of each property, other 
than 


(a) any property that would be taxable Canadian property 
if at no time in the year the taxpayer had been resident in 
Canada except where the taxpayer is an individual other 
than a trust and the taxpayer has elected in prescribed 
manner and within a prescribed time to be. deemed to 
have disposed of such property owned by the wlan 
immediately before the particular time, 


(b) a right to receive any payment described in paragraph 
212(1)(h), in any of paragraphs 212(1)G) to (q) and a 
right to receive any payment of a benefit under the Can- 
ada Pension Plan or a provincial pension plan as defined 
in section 3: of that Act, or 


(c) where the taxpayer is an individual other than a trust 
or was, immediately before the particular time, a Cana- 
dian corporation, any property not described in paragraph 
(a) or (b) in respect of which the taxpayer has elected in 
prescribed manner and within prescribed time and has 

furnished the Minister with security acceptable to the 
Minister for the payment of the additional tax under this 
Part that would have been payable by the taxpayer if the 
taxpayer had not so elected, 


that was owned by the taxpayer immediately before the par- 
ticular time for proceeds of disposition equal to the fair mar- 
ket value of the property immediately before the particular 
time and to have reacquired the property immediately after 
the taxpayer so ceased to be resident in Canada at a cost equal 
to that fair market value, except that where the taxpayer has 
made an election under paragraph (a) or (c), the total ofthe 
taxpayer’s allowable capital losses for. the year from disposi- 
tions under this subsection of such of those properties as were 
not listed personal property of the taxpayer shall’ be deemed 
to be the lesser of that total otherwise determined and the to- 
tal of the taxpayer’s taxable capital gains for the year from 
the dispositions under this subsection of such of those proper- 
ties as were not listed personal property of the taxpayer. 


Pre-RSC History: Para. 48(1)(a) and all that portion of subsec. 
48(1) following para. (c) substituted by 1986, c. 6, subsecs. 21(1), 
(2), applicable to 1985 et seq., except that for the 1985 taxation year 
para. 48(1)(a) shall be read as follows: 


(a) any property that is an indexed security or that would be 
taxable Canadian property if at no time in the year he had 
been resident in Canada except where the taxpayer is an indi- 
vidual other than a trust and he has elected in prescribed man- 
ner and within a prescribed time to be deemed to have dis- 
posed of such property pwned by him immediate before the 
particular time. 


Para. 48(1)(a) and that portion of subsec. 48(1) following para. (c) 
formerly read: 
(a) any property that is an indexed security or that would be 


taxable Canadian property if at no time in the year he had 
been resident in Canada, 


301 


S. 48(1) 


(d) where the taxpayer is an individual other than a trust, the 
aggregate of his taxable capital gains for the year from dispo- 
sition of such of those properties as. were not listed personal 
property of the taxpayer shall be deemed to be the amount, if 
any, by which 


(i) that aggregate otherwise determined, | 
exceeds 
(ii) $2,500, 


(e) where the taxpayer is an individual other than a trust, the 
aggregate of his gains for the year from dispositions of such 
of those properties as were listed personal property of the tax- 
payer shall be deemed to be the amount, if any, by which that 
aggregate otherwise determined exceeds 2 times the amount 
by which $2,500 exceeds the amount determined under sub- 
paragraph (d)(i) in respect of the taxpayer for the year, and 


(f) where the taxpayer has made an election under paragraph 
(c), the aggregate of the taxpayer's allowable capital losses 
for the year from dispositions:of such of those properties as 
were not listed personal property of the taxpayer shall be 
deemed to be the lesser of that aggregate otherwise deter- 
mined and the amount, if any, deemed by paragraph (d) to be 
the aggregate of his taxable capital gains for the year from 
dispositions of such of those properties as were not listed per- 
sonal property of the taxpayer. 
Para. 48(1)(c) substituted by 1984, c. 45, s. 13, to delete “whether 
such security is by way of a charge of any kind on property of the 
taxpayer or any other person or by way of guarantee from any other 
person” from the end, applicable after February 15, 1984. 


Para. 48(1)(a) substituted by 1984, c. 1, subsec. 18(1),. applicable 


with respect to taxpayers who cease to be resident in Canada after | 


September 30, 1983, to add “that is an indexed security or”. 
Para. 48(1)(b) substituted by 1979, c. 5, s. 13 
seq., to substitute “(q)” for “(p)”. 


Para. 48(1)(b) substituted by 1976-77, c. 4, s. 12 
et seq. Para. (b) formerly read: 


, applicable to 1975 


(b) a right to receive any. payment described in any. of 
paragraphs 121(1)(h). to (0), or 


(1.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 48(1.1) repealed by 1986, c. 6, subsec. 
21(3), applicable to 1986 et seg. Subsec. 48(1:1) formerly read: 


(1.1) Gains and losses from indexed security investment 
plans where taxpayer has ceased to be resident in Can- 
ada — For the purposes of this subdivision, where a taxpayer 
has ceased at any particular time in a taxation year to be resi- 
dent in Canada, the following rules apply: 


(a) each indexed security investment plan under, which 
the taxpayer was a participant at the particular time shall 
be deemed to have been terminated immediately before: 
that time and, notwithstanding paragraph 47.1(10)(f), the 
taxpayer’s capital gain or capital loss for the year from 
each such plan shall be deemed to be the amount of the 
taxpayer’s gain or loss, as the case may be, for the year 
from that plan and the taxpayer shall be deemed not to 
have a capital loss from that plan for any subsequent tax- 
ation year; and 

(b) where paragraph 47.1(10)(f) is applicable in the year 
to the taxpayer in respect of an indexed security invest- 
ment plan, the taxpayer shall, notwithstanding that para- 
graph, be deemed to have a capital loss from the plan for 
the year equal to the aggregate of all amounts that are 
obtained by determining every: amount that, but for this 
paragraph, would have been a capital loss of the taxpayer 


, applicable to 1978 et | 
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from the plan for the year or any subsequent taxation 
year and not to have a capital loss from the plan for any 
subsequent taxation year. 


Subsec. 48(1.1) added by 1984, c. 1, subsec. 18(2), applicable with 
respect to taxpayers who cease to be resident in Canada after Sep- 
tember 30, 1983. 


(2) [Repealed] 


History: Subsec. 48(2) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 
with paragraph 111(4)(a) of 1994, -c. 21 (i.e., elects ‘before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That,subsec. formerly read: 


(2) Property in respect of which election made deemed 
to be taxable Canadian property — Any property of a tax- 
payer described in paragraph (1)(c) in respect of which the 
taxpayer has made an election under that paragraph shall be 
deemed to be taxable Canadian property of the taxpayer from 
the time immediately after the taxpayer ceased to be resident 
in Canada until the time immediately after the taxpayer 


(a) disposes of it, or 
(b) next becomes resident in Canada, 


whichever first occurs. 


(3) [Repealed] 


History: Subsec. 48(3) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 
with. paragraph 111(4)(a) of 1994, c. 21 (i.e., elects before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s.time of continuation (within the meaning. assigned 
by that paragraph). That subsec. formerly read: 


(3) Deemed acquisition of property on becoming a 
resident of Canada — For the purposes of this subdivision, 
where a taxpayer has become, at any particular time ina taxa- 
tion year and after 1971, resident in Canada, the taxpayer 
shall be deemed to have acquired at the particular time each 
property owned by the taxpayer at that time, other than 


(a) property that would be taxable Canadian property if 
the taxpayer had disposed of it immediately before the 
particular time, or 


(b) property described in paragraph (1)(c) in respect of 
which the taxpayer had previously made an election 
under that paragraph in respect of the last preceding time 
the taxpayer ceased to be resident in Canada, 


at a cost equal to its fair market value at the particular time. 


Pre-RSC History: Para. 48(3)(a) amended by 1986, c. 6, subsec. 
21(4) to substitute “taxable Canadian property” for “property de- 
scribed in paragraph (1)(a)”, applicable to 1985 et seq. 


(4) [Repealed] 


History: Subsec. 48(4) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (i.e., elects before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the pga assigned 
by that paragraph). That subsec. formerly read: 


(4) Exception where taxpayer resident in Canada for. 
short term only — Subsection (1) does not apply in respect 
of any property owned by an individual other than a trust at 
the particular time immediately before the individual ceased 
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to be resident in Canada, if: St i ar ie 
(a) the property was 7 


(i) owned by the individual immediately before the 
individual last became resident in Canada, or 


(ii) acquired by the individual by inheritance or be- 
quest at any time after the individual last became res- 
ident in Canada; and 


(b) during the 10 years immediately preceding the partic 
- ular time, the individual was resident in Canada for a pe- 
riod or periods the total.of which was 60 months or less. 


Pre-RSC History: Paras. 48(4)(a), (b) substituted by 1974-75-76, 
c. 26, s. 20, applicable to 1972 et seq. 


(5) [Repealed] 


History: Subsec. 48(5) tepenleld by: 1994, E2243 is: “19; applicable 
after 1992 except that, where a corporation elects in accordance 
_ with paragraph 111(4)(a) of 1994, c. 21 (e., elects before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That subsec. formerly read: 


(5) Where corporation becomes resident in Canada — 
Where at any time a corporation becomes resident in Canada 
-and immediately before that time the corporation was a for- — 
- eign affiliate of a taxpayer resident in Canada, for the pur- 
poses of subdivision i, the following rules apply: 


(a) the taxation year of the corporation that would other-— 
wise have included that time shall be deemed to have en- 
ded immediately before that time and a new taxation year 
shall be deemed to have commenced at that time!” ~ 


(b) the corporation shall be deemed to have been a con- 
trolled foreign affiliate (within the meaning assigned by | 
subsection 95(1)) of the taxpayer at the end of the taxa- 
tion year that is deemed by paragraph (a) to have ended’ 
immediately before that time; and 


(c) such amount as is prescribed shall be included in the 
foreign accrual property income (within the meaning as- 
signed by subsection 95(1)) of the foreign affiliate for the 
taxation year that is deemed by paragraph (a) to have en- 
ded immediately before that time. 


Pre-RSC History: Subsec. 48(5) added by 1980-81-82-83, c.140, 
s. 21(1), applicable with respect to corporations. that became. resi- 
dent in Canada after November 12, 198A. 


Pre-RSC History [s. 48]: S. 48 substituted by 1973-74, c. 14, s. 
9, applicable to 1972 et seq. 


48.1 (1) Gain when small business 
corporation becomes public [or listed] — 
Where PLE 
(a) at any time-in a taxation year an individual 
owns capital property that is a share of a class of 
the capital stock of a corporation that, . 


(i) at that time, is a small: es corpora- 
tion, and 


(ii) immediately after that time, becomes a 
public corporation because of the listing of a 
class of its shares on a prescribed stock ex- 
change in Canada, and 


S. 48:1(1)(c)(ii) 


(b) the individual elects in prescribed form to 
have this section apply, 


the individual shall be deemed, except for the pur- 
poses. of sections 7 and. 35. and_ paragraph 
110(1)(d:1), 


(c) to have disposed of the share at that time for 
proceeds of disposition equal to the greater of 


(i) the adjusted cost base to the individual of 
the share at that time, and 


(it) the lesser of the fair market value of the 
share atithat time and such amount as is desig- 
nated in the prescribed form by the individual 
in respect of the share, and 
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(d) to have reacquired the share immediately after 
that time at a cost equal to those proceeds of 
disposition. 
Related Provisions: 53(4) — Effect on adjusted cost base where 
para. 48.1(1)(c) applies; 110.6(2.1) — Capital gains deduction — 
qualified small business corporation shares. 
Regulations: 3200 (prescribed stock exchange for 48.1(1 )(a)(ii)). 
Forms: T2101: Elections in respect of gains on shares of a corpora- 
tion becoming public. 


(2) Time for election — An election made under 
subsection (1) by an individual for a taxation year 
shall be made on or before the individual’s filing-due 
date for the year. 


(3) Late filed election — Where the election re- 
ferred to in subsection (2) was not made on or before 
the day referred to therein, the election shall be 
deemed for the purposes of subsections (1) and (2) to 
have been made on that day if, on or before the day 
that is 2 years after that day, 


(a) the election is made in prescribed form; and 


(b) an estimate of the penalty in respect of that 
election is paid by the individual when the elec- 
tion is made. 


(4) Penalty for late filed election — For the pur- 
poses of this section, the penalty in respect of an 
election referred to in paragraph (3)(a) is an amount 
equal to the lesser of 


(a) '/4 of 1% of the amount, if any, by which 


(1) the proceeds of disposition determined 
under subsection (1) 


exceed 
(11) the amount referred to in subparagraph 


(1)(c)G) 
for each month or part of a month during the pe- 
riod commencing on the day referred to in sub- 
section (2) and ending on the day the election is 
made, and 


(b) an amount equal to the product obtained by 
multiplying $100 by the number of months each 
of which is a month all or part of which is during 
the period referred to in paragraph (a). 


(5) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election 
referred to in paragraph (3)(a), assess the penalty 
payable and send a notice of assessment to the indi- 
vidual, who shall pay forthwith to the Receiver Gen- 
eral the amount, if any, by which the penalty so as- 
sessed exceeds the total of all amounts previously 
paid on account of that penalty. 


History [s. 48.1]: Subsec. 48.1(2) amended by 1996, c. 21, s. 11, 
applicable to 1995 et seq. The subsec. formerly read: 


(2) Time for election — An election made under subsection 
(1) by an individual for a taxation year shall be made on or 
before the balance-due day of the individual for that year. 


S. 48.1 added by 1994, c. 7, Sch. IT (1991, c. 49), s. 26, applicable 
to 1991 et seq. 
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Definitions [s. 48.1]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “capital property” — 54, 248(1); “class of 
shares” — 248(6); “corporation” — 248(1), Interpretation Act 
35(1); “filing-due date” — 150(1), 248(1); “individual”, “Minister”, 
“prescribed” — 248(1); “public corporation” — 89(1), 248(1); 
“share”, “small business corporation” — 248(1); “taxation year” — 
11(2), 249. 


49. (1) Granting of options — Subject to subsec- 
tions (3) and (3.1), for the purposes of this subdivi- 
sion, the granting of an option, other than 


(a) an option to acquire or to dispose of a princi- 
pal residence, 


(b) an option granted by a corporation to acquire 
shares of its capital stock or bonds or debentures 
to be issued by it, or 


(c) an option granted by a trust to acquire units of 
the trust to be issued by the trust, 


is a disposition of a property the adjusted cost base 
of which to the grantor immediately before the grant 
is nil. 

Related Provisions: 13(5.3) — Disposition of option on depre- 
ciable property or real property; 49(2), (2.1) — Where option ex- 
pires; 49(5) — Extension or renewal of options. 

History: Subsec. 49(1) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 27(1), to substitute “(3) and (3.1)” for “(2), (3) and 
(3.1)” in that portion preceding para. (a), and to add para. (c), appli- 
cable to options granted after 1989. 

Pre-RSC History: All that portion of subsec. 49(1) preceding 
para. (a) amended by 1986, c. 6, subsec. 22(1), to add reference to 
subsection (3.1), applicable to dispositions of. property. under op- 
tions granted, extended or renewed after November 21, 1985. 


Para. 49(1)(c) repealed by 1986, c. 6, subsec. 22(2), applicable to 
1986 et seq. Para. 49(1)(c) formerly read: 


(c) an option granted under an indexed security investment 
plan to acquire or dispose of a security that is a qualified se- 
curity in relation to the plan, 


Para. 49(1)(c) added by 1984, c. 1, subsec. 19(1), applicable with 
respect to options granted after September 30, 1983. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-403R: Options on real estate. 


(2) Where option expires — Where at any time 
an option described in paragraph (1)(b) (other than 
an option to acquire shares of the capital. stock of a 
corporation in consideration for the incurring, pursu- 
ant to an agreement described in paragraph (e) of the 
definition “Canadian exploration and development 
expenses” in subsection 66(15), paragraph (i) of the 
definition “Canadian exploration expense” in sub- 
section 66.1(6), paragraph (g) of the definition “Ca- 
nadian development expense” in subsection 66.2(5) 
or paragraph (c) of the definition “Canadian oil and 
gas property expense” in subsection 66.4(5), of any 
expense described in whichever of those paragraphs 
is applicable) that has been granted by a corporation 
after 1971 expires, 


(a) the corporation shall be deemed to have dis- 
posed of capital property at that time for proceeds 
equal to the proceeds received by it for the grant- 
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ing of the option; and 


(b) the adjusted cost base to the corporation of 
that capital property immediately before that time 
shall be deemed to be nil: 


Related Provisions: 49(5) — Extension or renewal of options; 
54“superficial loss”’(d) — Superficial loss. rule does not apply; 
87(2)(0) — Amalgamations — expiry of options 
granted. 

Pre-RSC History: All that portion of subsec. 49(2) rca 


para. (a) substituted by 1980-81-82-83, c. 48, s..19, applicable after 
December 11, 1979, to add reference to subpara. 66.4(5)(a)(iii). 


All that portion of subsec. 49(2) preceding para. (a) substituted by 
1977-78, c.1, s. 19, deemed to have been applicable at all times 
after May 6, 1974. 


All that portion of subsec. 49(2) preceding para. (a) substituted by 
1974-75-76, c. 26, subsec. 21(1), Appired Bie after May 6, 1974. That 
portion formerly read: 


(2) Where at any time an option described in paragraph (1)(b) 


(other than an option to acquire shares of the capital stock of ' 


a corporation in consideration for the incurring, pursuant to 
an agreement described in subparagraph 66(15)(b)(v), of any 
expense described in that subparagraph) that has been granted 
by a corporation after 1971 expires, 


All that portion of subsec. 49(2) preceding para. ~ @) substituted by 
1973-74, c. 14, s. 10, applicable to 1972 et seq. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-98R2: Investment corporations. 


(2.1) ldem — Where at any time an option ‘referred 
to in paragraph (1)(c) expires, 


(a) the trust shall be deemed to have disposed of 
capital property at that time for proceeds equal to 
the proceeds received by it for the granting of the 
option; and ! 


(b) the adjusted cost base to the trust of that capi- 
tal property immediately before that time shall be 
deemed to be nil. 


Related Provisions: 49(5) — Extension or renewal; 54“superfi- 
cial loss”(d) — Superficial loss rule does ‘not’ apply. 


History: Subsec. 49(2.1) added by 1994, c. 7, Sch, II (1991, c. 49), 
subsec. 27(2), applicable to options granted after 1989. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units. 


(3) Where option to acquire exercised — 
Where an option to acquire property is exercised so 
that property is disposed of by a taxpayer (in this 
subsection referred to as the “vendor’) or so that 
property is acquired by another taxpayer (in this sub- 
section referred to as the “purchaser’’), for the pur- 
pose of computing the income of each such taxpayer 
the granting and the exercise of the option shall be 
deemed not to be dispositions of property and there 
shall be included 


(a) in computing the vendor’s proceeds of dispo- 
sition of the property, the consideration received 
by the vendor for the option; and 


(b) in computing the cost to the purchaser of the 


previously. 


S. 49(3) 


property, 

(i) where paragraph 53(1)(j) applied to the ac- 
quisition of the property by the purchaser be- 
cause a person who did not deal at arm’s 
length with the purchaser was deemed. be- 
cause of the acquisition to have received a 
_benefit under section 7, the adjusted cost. base 
to that person of the option immediately 
before that person last disposed of the option, 
and 


(ii) in any other case, ‘the adjusted cost base to 
the purchaser of the option. 


Related Provisions: 49(3.2) — Election to have 49(3) not apply 
where option granted before Feb. 23/94; 49(5) — Extension or re- 
newal of option; 164(5)(c), 164(5.1)(c) — Effect of carryback of 
loss. 


History: Para. 49(3)(b) substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 27(3), applicable after July 13, 1990. Para 49(3)(b) for- 
merly read: 


(b) in computing the cost to the purchaser of the property, the 
adjusted cost base to the purchaser of the ‘option. 


Pre-RSC History: That portion of subsec. 49(3) preceding para. 
(a) amended by 1988, c. 55, subsec. 27(1), to substitute “each such 
taxpayer” for “each such taxpayer (other than a vendor who is an 
individual)”, applicable with respect to dispositions of property 
under options exercised after 1987. 


Subsec. 49(3) substituted by 1986, c. 6, subsec, 22(3), applicable 
with respect.to dispositions of property under options granted,-ex- 
tended or renewed after November 21, 1985 except that for the 
1985 taxation year paras. 49(3)(a) and (b) shall be read as follows: 


(a) in computing the vendor’s proceeds of disposition of the 
property (other than a property that is an indexed security), 
the consideration received by him for the option; and 


(b) in computing the cost to the purchaser of the property 
(other than a property acquired by him under an indexed se- 
curity investment plan), the adjusted cost base to him of the 
option. 


Subsec. 49(3) formerly read: 


(3) Where option exercised — Where an-option is exer- 
cised so that property is disposed. of by a taxpayer (hereinaf- 
ter referred to as the “vendor”) or so that property is acquired 
by another taxpayer (hereinafter referred to as the “pur- 
chaser”), for the purpose of computing the income of each 
such taxpayer the granting of the option and the exercise 
thereof shall be deemed not to be dispositions of property 
and; 


(a) if the option is an option to acquire property, there 
shall be included 


(i) in computing the vendor’s proceeds of disposition 
of the property (other than a property that is an in-— 
dexed security) the consideration received. by him for 
the option, and 


(11) in computing the cost. to the purchaser of. the 
property (other than a property acquired by him 
under an indexed security investment plan) the ad- 
justed cost base to him of the option; and 


(b) if the option is an option to dispose of property, there 
shall be deducted 


(i) in computing the vendor’s proceeds of disposition 
of the property (other than a property that is an in- 
dexed security), the adjusted cost base to him of the 
option, and 
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(ii) in computing the cost to the purchaser of the 
property (other than a property acquired by him 
under an indexed security investment plan) the con- 
sideration received by him for the option. 


Paras. 49(3)(a) and (b) substituted by 1984, c. 1, subsec. 19(2), ap- 
plicable with respect to options exercised after September 30, 1983. 
Paras. 49(3)(a) and (b) formerly read: 
(a) if the option is an option to acquire property, there shall be 
included 
(i) in computing the vendor’s proceeds of disposition of 
the property, the consideration received by him for the 
option, and 
(11) in computing the cost to the purchaser. of the prop- 
erty, the adjusted cost base to him of the option; and 


(b) if the option is an option to dispose of property, there shall 
be deducted 


(i) in computing the vendor’s proceeds of disposition of 
the property, the adjusted cost base to him of the option, 
and 


(ii) in computing the cost to the purchaser of the prop- 
erty, the consideration received by him for the option. 


Selected Cases [subsec. 49(3)]: Salt et al..v. The Queen, 
[1984] C.T.C. 414 (FCTD) (Amounts received for extended options 
included in proceeds of disposition). 


Interpretation Bulletins: IT-96R6;,Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-403R: Options on real estate. 


(3.01) Option to acquire specified property 
exercised — Where at any time a taxpayer exer- 
cises an option to acquire a specified property, 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the taxpayer of 
the specified property the total of all amounts de- 
ducted under paragraph 53(2)(g.1) in computing, 
immediately before that: time, the adjusted cost 
base to the taxpayer of the option; and 


(b) the amount determined under paragraph (a) in 
respect of that acquisition shall be added after 
that time in computing the adjusted cost base to 
the taxpayer of the specified property. 
Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 49(3.01)(b); 53(2)(g.1) — Reduction in adjusted 
cost base under 49(3.01)(a); 80.03(2)(a) — Deemed gain on dispo- 
sition following debt forgiveness. 


History: Subsec. 49(3.01) added by 1995, c. 21, s. 14, applicable to 
taxation years that end after February 21, 1994. 

Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units. 


(3.1) Where option to dispose exercised — 
Where an option to dispose of property is exercised 
so that property is disposed of by a taxpayer (in this 
subsection referred to as the “vendor”) or so that 
property is acquired by another taxpayer (in this sub- 
section referred to as the “purchaser’”), for the pur- 
pose of computing the income of each such taxpayer 
the granting and the exercise of the option shall be 
deemed not to be dispositions of property and there 
shall be deducted 


(a) in computing the vendor’s proceeds of dispo- 
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sition of the property, the adjusted cost base to 
the vendor of the option; and 


‘(b) in computing the cost to the purchaser of the 
property, the consideration received by the pur- 
chaser for the option. ' 

Related Provisions: 49(5) — Extension or renewal of option. 


Pre-RSC History: Subsec. 49(3.1) added by 1986, c. 6, subsec. 
22(3), applicable with respect to dispositions of property under op- 
tions granted, extended or renewed after November 21, 1985, -ex= 
cept that with respect to the 1985 taxation year, paras. 49(3-1)(a) 
and (b) shall be read as follows: 


(a) in computing the vendor’s proceeds of disposition of the 
property (other than a property that is an indexed security), 
the adjusted cost base to him of the option; and 


(b) in computing the cost to the purchaser of the property 
(other than property acquired by him under an indexed secur- 
ity investment plan), the consideration received: by him for 
the option. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 


tions to. acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-403R: Options on real estate. 


(3.2) Option granted before February 23, 
1994 — Where an individual (other than a trust) 
who disposes of property pursuant to the exercise of 
an option that was granted by the individual before 
February 23, 1994 so elects in the individual’s return 
of income for the taxation year in which the disposi- 
tion occurs, subsection (3) does not apply in respect 
of the disposition in computing the income of the 
individual. 

History: Subsec. 49(3.2) added by 1995, c. 3, s. 13, applicable to 
dispositions that occur after February 22, 1994. 


Interpretation Bulletins: IT-96R6: Options pies by corpora- 
tions to acquire shares, bonds or debentures and by. trusts to. acquire 
trust units. 


(4) Reassessment where option exercised in 
subsequent year — Where 


(a) an option granted by a taxpayer ina taxation, 
year (in this subsection referred to as the “initial 
year’) is exercised in a subsequent taxation year 
(in this subsection referred to as the “subsequent 
year’), 


(b) the taxpayer has filed a return of the tax- 
payer’s income for the initial year as required by 
section 150, and 


(c) on or before the day on or before ween the 
taxpayer was required by section 150 to file a re-, 
turn of the taxpayer’s income for the subsequent 
year, the taxpayer has filed an amended return for 
the initial year excluding from the taxpayer’s in- 
come the proceeds received by the taxpayer for 
the granting of the option, 
such reassessment of the taxpayer’s tax, interest or 
penalties for the year shall be made as is necessary: to 
give effect to the exclusion. 


Related Provisions: 49(5) — Extension or renewal of option; 
161(7)(b) (iii) — Effect of carryback of loss, etc. 


Pre-RSC History: Para. 49(4)(a) amended by 1988, c. 55, subsec. 
27(2), to substitute “an option” for “an option (other than an option 
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granted by an individual to acquire property)”; 
spect to dispositions of property under options exercised after 1987, 
Para. 49(4)(a) substituted. by 1986, c.. 4, subsec. 22(4), to add 
“(other than an option granted. by. an individual to acquire prop- 
erty)”, applicable with respect to-dispositions of property under op- 
tions granted, extended or, renewed after November 21,,1985, 


Interpretation Bulletins: IT-384R: Reassessment':where option 
exercised in subsequent-year; IT-96R6:. Options:granted: by ‘corpora- 
tions to acquire shares; bonds or debentures and by. trusts: to peanuts 
trust units. See.also list at end of s. 49, 


(5) [Extension or renewal of option] — Where 
a taxpayer has granted an option (in this subsection 
referred to as the “original option”) to which subsec- 
tion (1), (2)’or (2:1) applies, and grants one or more 
extensions or renewals of that original option, 


(a) for the purposes of subsections (1), (2) and 
(2.1), the, granting. of each extension or renewal 
shall be deemed to.be the granting of an option at 
the time the extension or renewal-is granted; 


(b) for the purposes’ of subsections (2):to (4) and 
subparagraph (b)(iv) of the definition “disposi- 
tion” in section 54, the original. option and. each 
extension or renewal thereof shall be deemed to 
be the same option; and 


(c) subsection (4) shall be read as if the year in 
which the original option was granted and each 
year in Which any extension ‘or’ renewal thereof 
was granted were all initial years. 


History: That portion of subsec. 49(5) preceding para. (c) amended 
by 1994, cx. 7, Sch. I1:€1991,)c: 49); subseex27(4), to. substitute 
“grants”: for. “has. granted’, to;'add two, references) ;to.<subsection 
(2.1); and to substitute (2) to, (4)” for “(2),(3), (3) and. (4)”, ap- 
plicable with respect to options granted, extended or-renewed after 
1989. 


Pre-RSC. History: Para: 49(5)(b) Sppstiaued by. 1986, c..6, subsec. 
22(5),.to add reference, to’subsection..(3.1), applicable with respect 
to dispositions of property under options granted, extended or re- 
newed after November 21, 1985. 


Subsec, .49(5) added by 1974. 75- 16, ¢., 26, subsec, 21(2), applicable 
to extensions or renewals, erence after May 6, 1974.3 in respect of an 
option, 


Interpretation Bulletins: IT- 96RE: siilptidasd to acquire shares, 
- bonds or debentures and by trusts to: acquire trust ‘units! 


Definitions [s. 49]; ‘adjusted, cost base’ —54, 248(1); “arm’s 
length” —-.251(1); “assessment”, —248(1); “capital :property” — 
54, 248(1); “corporation” —.248(1), inserpretatign Act-35(1); “per- 
son” —, 248(1);: “principal residence” — 54;.“property”, “share” — 
248(1); “specified property’? — 54;. ‘taxation, year” — 249; “tax 
payer” — 248(1); “trust” — 104(1), 248(1),- (3). - 


Interpretation Bulletins [s. :49]:-IT-334R2: Miscellaneous.re-» 


ceipts; IT-403R:. Options on real. estate; IT-479R: Transactions in 
securities, ; 


50. (1) Debts established to be a debts and 
shares of bankrupt corporation — For the pur- 
poses of this subdivision, where : 


_ (a) a debt owing to a taxpayer at the end of a tax- 
_ ation year (other than a debt owing to the tax- 
payer in respect of the disposition. of personal-use 


‘<y/property) is established by the:taxpayer to have’ 


become a bad debt in the year;‘or’ 


applicable with ‘re-' 
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(b)'a'share (other than ‘a share received by a tax- 
payer as consideration in respect of the disposi- 

tion of personal-use property) of the capital stock 
of a corporation is owned by the taxpayer at the 
end of a taxation year and 


(i) the corporation has during the year become 
.a bankrupt (within the meaning of subsection 
LSA Edie Ae: 


(it) the’corporation is a idorporation referred to 

“in section 6 of ‘the Winding-up and Restruc- 
turing Act that is insolvent (within the mean- 
ing of that. Act).and in. respect .of. which a 
winding- up order under that Act, has been 
»made in: the: year, or « 


(iii) at the end of the year, 
(A) the. corporation is insolvent, 


(B) neither the corporation nor a corpora- 
tion controlled’ by it carries on business, 


(C) the fair market value of the share i is nil, 
and |. 


(D) it is vikeee ital le to Pk that the cor- 
poration will. be. dissolved. or wound. up 
and will not commence to carry on 
business 


and the taxpayer elects in the taxpayer’ s return of in- 
come for the year to have this subsection apply in 
respect, of the debt or the share, as the case may be, 
the taxpayer shall be deemed to have disposed of the 
debt or the share, as the case may be, at the end of 


the year for proceeds equal.to-nil and to have reac- 


quired it immediately after the end of the year at a 
cost equal to nil. 
Related Provisions: 39(1)(c) — Business ‘investment loss; 


' 40(2)(€.1), “(e.2); (g)Gi) — Restrictions on capital losses’ 6n debt; 


Where insolvent corporation begins carrying on business 


: again; 54“superficial loss”(c) — Superficial loss rule does not’ ap- 


ply;*79.1(8) — No bad. debt) deduction where. property seized by 
creditor}. 80.01(6)(b) + Debt:.deemed a specified obligation after 
subsecy: 50(2) applies; 80.01(8)—— Deemed. settlement after debt 


_ parking; 96(3) — Election by members of partnership; 141(5.3)—= 
- Limitation on bad debt deduction after change in-control of corpora-, 
tion; 220(3.2), Reg. 600(c) — Late filing of election or revocation. 


- History; Subpara. 50(1)(b)(1i), amended. by 1996, c. 6, subsec. 


167(2), to substitute “Winding- up and Restructuring Act”. for 
“Winding-up Act”, effective June 28, 1996, 


' The portion of subsec. 50(1), after subpara. (b)Gi) siierided by $995; 


c. 21, 8-15, applicable to. taxation, years that end :after February 21s 
1994. That portion formerly read: 


‘(ii) at the end of the year, the corporation is insol- 
vent and neither the corporation nor a ‘corporation 
controlled by it carries. on business, and... 


(A) at.the-end of the year, the-fair market value 
of the!share is nil and. it.is reasonable to expect 
that the corporation will be. dissolved or wound 
- up and will not.begin to carry on-business, and 
(B) in the taxpayer’s return’of income under this 
Part for the year ‘the taxpayer’ elects to have this 
subsection apply in respect of the share, 


the ‘taxpayer shall be deemed to have disposed-of the debt or 
the ‘share, as the case may be; at the end of the year for pro- 
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ceeds equal to nil and to have reacquired it immediately 
thereafter at a cost equal to nil. 


That portion of subsec. 50(1) following subpara. (b)(ii) substituted 
by 1994, c. 7, Sch. II (1991, c. 49), subsec. 28(1), applicable 


(a) to 1990 et seq.; and 


(b) where the taxpayer so elects in respect of the shares of the 
capital stock of a corporation by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992], to each of the taxpayer’s 1985 to 1989 taxation years in 
respect of the share owned by the taxpayer at the end of the 
year, except that the subsec. is not applicable in respect of any 
such taxation year in respect of the share where the corporation 
or a corporation controlled by it carries on business during the 
24-month period immediately following the end of the year; 
and, where a taxpayer makes an election under this paragraph in 
respect of a share of the capital stock of a corporation, 


(i) the taxpayer shall be deemed to have elected, in the tax- 
payer’s returns of income under Part I of the Act for each 
of those years, to have subsec. 50(1) as amended, apply in 
respect of the share, and 


(11) notwithstanding subsecs. 152(4) to (5), such assess- 
ments of tax, interest and penalties shall be made as are 
necessary to give effect to the election. 


That portion of subsec. (1) formerly read: 


(111) the corporation ceased to carry on all of its busi- 
nesses and was insolvent during the year, and 


(A) at the end of the year, the fair market value 
of the share is nil and it is reasonable to expect 
that the corporation will be dissolved or wound 
up and will not commence to carry on any busi- 
ness, and 


(B) the corporation did not commence to carry 
on any business in the year or within 24 months 
following the end of the year, 


the taxpayer shall be deemed to have disposed of the debt or 
the share, as the case may be, at the end of the year and to 
have reacquired it immediately thereafter at a cost equal to 
nil. 
Pre-RSC History: Subpara. 50(1)(b)(iii) added by 1988, c. 55, s. 
28, applicable to 1988 et seq. and, where the taxpayer so advises the 
Minister of National Revenue in writing, to the 1985, 1986 or 1987 
taxation year. 


Para. 50(1)(b) substituted by 1986, c. 6, subsec. 23(1), applicable to 
1985 et seq. Para. (b) formerly read: 


(b) a share of the capital stock of a corporation (other than a 
share received by a taxpayer as consideration in respect of the 
disposition of personal-use property) is owned by a taxpayer 
at the end of a taxation year and the corporation has during 
the year become a bankrupt (within the meaning assigned by 
subsection 128(3)), 


Subsec. 50(1) substituted by 1977-78, c. 42, s. 4, applicable to 1978 
et seq. Subsec. (1) formerly read: 


50. (1) Debts established to be bad debts — For the pur- 
poses of this subdivision, where a debt owing to a taxpayer at 
the end of a taxation year (other than a debt owing to him in 
respect of the disposition of a personal-use property) is estab- 
lished by him to have become a bad debt in the year, he shall 
be deemed to have disposed of it at the end of the year and to 
have reacquired it immediately thereafter at a cost equal to 
nil. 

Winding-up Act: S. 6 of the Winding-up and Restructuring Act, 

R.S.C.. 1985, c. W-11, as amended by 1996, c. 6, s. 136, effective 
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June 28, 1996, provides: 


6. This Act applies to all corporations incorporated by or 
under the authority of an Act of Parliament, of the former 
Province of Canada or of the Province of Nova Scotia, New 
Brunswick, British Columbia, Prince Edward Island or New- 
foundland, and whose incorporation and affairs are subject to 
the legislative authority of Parliament, and to incorporate 
banks and savings banks, trust companies, insurance compa- 
nies, loan companies having borrowing powers, building so- 
cieties having a capital stock and incorporated trading compa- 
nies doing business in Canada wherever incorporated where 
any such body 


(a) is insolvent; 


(b) is in liquidation or in process of being wound up and, 
on petition by any of its shareholders or creditors, assign- 
ees or liquidators, asks to be brought under this Act; or 


(c) if it is a financial institution, is under the control, or 
its assets are under the control, of the Superintendent and 
is the subject of an application for a winding-up order 
under section 10.1. 


S. 3 of the Winding-Up and Restructuring Act defines “insolvent” as 
follows: 


3. A company is deemed insolvent 
(a) if it is unable to pay its debts as they become due; 


(b) if it calls a meeting of its creditors for the purpose of 
compounding with them; 


(c) if it exhibits a statement showing its inability to meet 
its liabilities; 
(d) if it has otherwise acknowledged its insolvency; 


(e) if it assigns, removes or disposes of, or attempts or is 
about to assign, remove or dispose of, any of its property, 
with intent to defraud, defeat or delay its creditors, or any 
of them; 


(f) if, with the intent referred to in paragraph (e), it has 
procured its money, goods, chattels, land or property to 
be seized, levied on or taken, under or by any process of 
execution; 


(g) if it has made any general conveyance or assignment 
of its property for the benefit of its creditors, or if, being 
unable to meet its liabilities in full, it makes any sale or 
conveyance of the whole or the main part of its stock in 
trade or assets without the consent of its creditors. or 
without satisfying their claims; or 


(h) if it permits any execution issued against it, under” 
which any of its goods, chattels, land or property are 
seized, levied on or taken in execution, to remain unsatis- 
fied until within four days of the time fixed by the sheriff 
or other officer for the sale thereof, or for fifteen days 
after the seizure. 


Selected Cases [subsec. 50(1)]: Gordon v. Canada, [1996] 3 
C.T.C. 2229 (TCC) (Payment directly to creditors instead of to 
company whose debt was guaranteed was acceptable); Monaghan v. 
Canada, [1996] 2 C.T.C. 2169 (TCC) (Significant events occurring 
well after year-end do not affect determination of bad debt). 


Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts; IT-188R: Sale of accounts receivable; IT-220R2: Cap- 
ital cost allowance — proceeds of disposition of depreciable prop- 
erty; IT-239R2: Deductibility of capital losses from guaranteeing 
loans for inadequate consideration and from loaning funds at less 
than a reasonable rate of interest in non-arm’s length circumstances; 
IT-442R: Bad debts and reserves for doubtful debts; IT-484R2: 
Business investment losses. 
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(1.1) Idem — Where 


(a) a taxpayer is deemed because of subparagraph 
(1)(b)(iii) to have disposed of a share of the capi- 
tal stock of a corporation at the end of a taxation 
year, and 


(b) the taxpayer or a person, oath hae the tax- 
payer is not dealing at arm’s ‘length owns the 
share at the earliest time, during the 24-month pe- 
riod immediately following the disposition, that 
the corporation or a corporation controlled by it 
carries on business, 


the taxpayer or the person, as: the case may be, shall 
be deemed to have disposed of the share at that earli- 
est time for proceeds of disposition equal to its ad- 
justed cost base to the taxpayer determined immedi- 
ately before the time of the disposition referred to in 
paragraph (a) and to have reacquired it immediately 
after that, earliest time at a cost equal to. those 
proceeds. 


History: Subsec. 50(1.1) added by 1994, c..7, Sch. If (1991, c.49), 
subsec.*28(2), applicable to 1990 et seq. 


(2) Where debt a ac bel property — 
Where at the end of a taxation year a debt that is a 
personal-use property of a taxpayer is owing to the 
taxpayer by a person with whom the taxpayer deals 
at arm’s length and is established by the taxpayer to 
have become a bad debt in the year, — 


(a) the taxpayer shall be deemed:to have disposed 
of it at the end of the year for proceeds equal to 
the amount, if any, by which 


(i) its adjusted cost base to the taxpayer imme- 
diately before the end of the year 


‘exceeds 


(ii) the amount of the taxpayer’s ‘gain; if any, 
from the disposition of the personal-use prop- 
erty the proceeds of disposition of which in- 
cluded the debt; and 


(b) the taxpayer shall be deemed to have reac- 
quired the debt immediately after the end of the 
year at a cost equal to the amount of the proceeds 
determined under paragraph (a). 


Related Provisions: 46 — Disposition of personal-use property: 
54“superficial loss”(c) — Superficial loss rule does not apply. 


Pre-RSC History: All. that portion of subsec: 50(2) preceding 
para. (a) substituted by 1985, c. 45, s. 20, applicable to 1985 et seq. 
That portion of subsec. 50(2) formerly read: 

_ (2) Where. debt personal-use property,— Where, a debt 
owing to a taxpayer at the end of a taxation year that is a 
personal-use property of the taxpayer is established by him to 
have become a bad debt in the. year, 

Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts. 


(3) Disposal of RHOSP properties — Each trust 
that was at the end of 1985 governed by a registered 
home ownership sayings plan (within the meaning 
assigned by paragraph 146.2(1)(h) of the Income Tax 
Act, chapter 148 of the-Revised Statutes of Canada, 


S. 51(1)(d) 


1952,.as it readin its application to the 1985 taxation 
year) shall be deemed to have disposed, immediately 
before 1986, of each property it holds at that time for 
proceeds of disposition equal to the fair market value 
of the property at that time and to have reacquired it 
immediately after 1985 at a cost equal to that fair 
market value. 

Pre-RSC | History: Subsec. 50(3) added by 1986, c. 6, subsec. 
23(2). 

I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 

Definitions [s. 50]: “adjusted cost base” —54, 248(1): 
“amount” — 248(1); “carrying on business” —'253; “corpora- 
tion” —'248(1), Interpretation Act 35(1); “personal-use prop- 
erty” — 54, 248(1); “share” — 248(1); “taxation year” — 249; 
“taxpayer” — 248(1). 


51. (1) Convertible property — Where a share of 
the capital stock of a corporation is acquired by a 
taxpayer in exchange for 


(a) a capital property of the taxpayer that is an- 
other share of the corporation (in this section re- 
ferred to as a “convertible property’), or — 

(b) a capital property of the taxpayer that is a 
bond, debenture or note of the corporation. the 
terms of which confer on the holder the night to 
make the. exchange (in this section referred to as 
a “convertible property’’) 


and no consideration other than the share is received 
by the taxpayer for the convertible property, 


(c) except for the purpose of subsection 20(21), 
the exchange shall be deemed not to be a disposi- 
tion of the convertible property, 


(d) the cost to the taxpayer of all the shares of a 
particular class acquired by the taxpayer on the 
exchange shall be deemed to be the amount deter- 
mined by the formula 


Aba 
C 


where ) : 
Ais the adjusted cost base to the taxpayer of the 
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convertible property immediately before the 
exchange, 


Bis the fair market value, immediately after the 
exchange, of all the shares of the particular 
class acquired by the taxpayer on the ex- 
change, and 


C is the fair market value, immediately after the 
exchange, of all the shares acquired by the 
taxpayer on the exchange, 


(d.1) there shall be deducted, after the exchange, 
in computing the adjusted cost. base to the tax- 
payer of a share acquired by the taxpayer on the 
exchange, the amount determined by the formula 


B 
Aue 
C 


where 


A is the total of all amounts deducted under par- 
agraph 53(2)(g.1) in computing, immediately 
before the exchange, the adjusted cost base to 
the taxpayer of the convertible property, 


B is the fair market value, immediately after the 
exchange, of that share, and 


C is the fair market value, immediately after the 
exchange, of all the shares acquired by the 
taxpayer on the exchange, 


(d.2) the amount determined under paragraph 
(d.1) in respect of a share shall be added, after the 
exchange, in computing the Se cost base to 
the taxpayer of the share, 


(e) for the purposes of sections 74.4 and 74.5, the 
exchange shall be deemed to be a transfer of the 
convertible property by the taxpayer to the corpo- 
ration, and 


(f) where the convertible property is taxable Ca- 
nadian property of the taxpayer, the share ac- 
quired by the taxpayer on the exchange shall be 
deemed to be taxable Canadian property of the 
taxpayer. 


Related Provisions: 51(3) — Computation of paid-up capital af- 
ter exchange of shares; 51.1 — Conversion of debt obligation; 
53(1)(q) — Addition to adjusted cost base for amount under 
51(1)(d.2); 53(2)(g.1) — Reduction in adjusted cost base under 
51(1)(d.1); 77 — Bond conversion; 80(2)(g) — Shares issued in set- 
tlement of debt; 80.03(2)(a) — Deemed gain on disposition follow- 
ing debt forgiveness; 84(1)(c.3) — Contributed surplus; 86(2) — 
Exchange of shares; 86(3) — Exchange of shares — reorganization 
of capital; 112(7)— Application of stop-loss. rule where shares 
exchanged. 


History: Paras. 51(1)(d.1) and (d.2) added by 1995, c. 21, s. 16, 
applicable to taxation years that end after February 21, 1994. 


Subsec. 51(1) substituted by 1994, c. 21, subsec. 20(1), applicable 
to exchanges occurring, and reorganizations that begin, after De- 
cember 21, 1992. That subsec. formerly read: 


51. (1) Convertible property — Where shares of the capital 
stock of a corporation have been acquired by a taxpayer in 
exchange for a capital property of the taxpayer that was a 
share, bond, debenture or note of the corporation (in this sec- 
tion referred to as a “convertible property”) the terms: of 
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which conferred on the holder the right to make the exchange 
and no consideration was received by the taxpayer for the 
convertible property other than those shares, the following 
tules apply: 


(a) the exchange shall be deemed not to have been a dis- 
position of property; 

(b) the cost to the taxpayer of all the shares of a particular 
class acquired by the taxpayer on the exchange shall be 
deemed to be that proportion of the adjusted cost base to 
the taxpayer of the convertible property immediately 
before the exchange that 


(i) the fair market value, immediately after the ex- 
change, of all the shares of the particular class ac- 
quired by the taxpayer on the exchange 


is of 
(ii) the fair market value, immediately after the ex- 


change, of all the shares acquired by the taxpayer on 
the exchange; and 


(c) for the purposes of sections 74.4 and 74.5, the ex- 
change shall be deemed to be a transfer of the convertible 
property by the taxpayer to the corporation. 


Pre-RSC History: Para. 51(1)(c) added by 1986, c. 6, s. 24, 
applicable to exchanges of property occurring after November 21, 
1985. 


Subsec. 51(1) substituted by 1985, c. 45, subsec. 21(1), applicable 
with respect to exchanges of property 


(a) occurring after May 9, 1985; or 


(b) occurring before May 10, 1985 and after 1983 where the 
taxpayer so elects by notifying the Minister in writing before 
1986. 


Subsec. 51(1) formerly read: 


51. (1) Convertible properties — Where shares of one class 
of the capital stock of a corporation have, after May 6, 1974, 
been acquired by a taxpayer in exchange for a capital prop- 
erty of the taxpayer that was a share, bond, debenture or note 
of the corporation (in this section referred to as a “convertible 
property”) the terms of which conferred upon the holder the 
right to make the exchange and no consideration was received 
by the taxpayer for the convertible property other than shares 
of that class, 


(a) the exchange shall be deemed not to have been a dis- 
position of property, and 


(b) the cost to the taxpayer of the shares shall be deemed 
to be the adjusted cost base to him of the convertible 
property immediately before the exchange. 


S. 51 renumbered subsec. 51(1) by 1980-81-82-83, c. 48, subsec. 
20(1), applicable with respect to exchanges of property occurring 
after December 11, 1979. 


All that portion of s. 51 preceding para. (a) substituted by 1974-75- 
76, c..26, s. 22; applicable in respect of exchanges of poupenty after 
May 6, 1974. That portion formerly read: 


51. Where shares of the capital stock of a corporation have, 
after 1971, been acquired by a taxpayer in exchange for a 
share, bond, debenture or note of the corporation (in this sec- 
tion referred to as a “convertible property”) the terms of 
-which conferred upon the holder the right to make the 
exchange, 

All that portion of s. 51 preceding para. (a) substituted by 1973-74, 

c. 14, s. 11, to delete “preferred” from before “share”. 

Selected Cases [subsec. 51(1)]: Mansfield v. The Queen, 

[1984] C.T.C. 547 (FCA); leave to appeal to SCC refused (1985), 

58 NR 237 (Debentures converted into common shares constitute 

conferred employment benefit; value added to adjusted cost base). 
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1.T. Application Rules: 26(28). 


interpretation Bulletins: IT-115R2: Fractional interest in shares. 
See also list at end of s. 51. 


(2) Idem — Notwithstanding subsection (1), where 


(a) shares of the capital stock of a corporation 

have been acquired by a taxpayer in exchange for 

a convertible property in’circumstances such that, 
but for this subsection, subsection ies eps have 
applied, 


(b) the fair market value of the convertible prop- 
erty immediately before the exchange exceeds the 
fair market value of the shares immediately after 
_ the exchange, and 


(c) it is reasonable to regard any portion: of the 
excess (in this subsection referred to as the. “gift 
portion”) as a benefit, that the taxpayer desired to 
have conferred on a person related tothe 
taxpayer, . : 


the following rules apply: 


(d) the taxpayer shall be deemed to have disposed 
of the convertible property for proceeds of. dispo- 
sition equal to the lesser of 


(i) the total of its adjusted cost base to the tax- 
payer immediately before the exchange and 
the gift portion, and 


(ii) the fair: market value of the convertible 
~ property immediately before the exchange, 


(e) the taxpayer’s capital loss from the disposi- 
‘tion of the convertible property shall be deemed 
to be nil, and 


(f)’the cost to the taxpayer of .all the hares of a 
particular class acquired in exchange for the con- 
vertible property shall be deemed to be that pro- 
portion of the lesser of 


(i) the adjusted cost base to the taxpayer of the 
convertible property immediately before. the 
exchange, and 


(ii) the total of the fair market value siraeail 
ately after the exchange of all the shares ac- 
‘quired by the taxpayer in exchange for the 
convertible property and the amount that, but 
for paragraph (e), would have been the tax- 
_ payer’s capital loss.on the disposition of, the 
convertible property, 


that 
(iii) the fair market value, immediately after 
the exchange, of all the shares of the particu- 
lar class acquired by the taxpayer on the 
exchange 

is of 7 
(iv) the fair market value, immediately after 
the exchange, of all the shares acquired by the 
taxpayer on the exchange. 


Related Provisions: 112(7)— Application’ of stop-loss. rule 


S. 51(3)(b)() 


where shares exchanged. 


Pre-RSC History: Para, 51(2)(a) amended to substitute “shares of 
the capital stock” for ‘ ‘shares of one class of the capital stock”, and 
para. 51(2)(f) substituted, by 1985, c. 45, subsecs. aie): (3), appli. 

cable with respect to-exchanges of property 


(a) occurring after May 9, 1985; or 
(b) occurring before May 10, 1985 and after 1983 where the 
taxpayer so elects by notifying the Minister in writing before 
1986. 
Para. 51(2)(f) formerly read: 


(f) the cost to the taxpayer of the shares acquired in exchange ~ 
~ for the convertible property shall-be deemed to be the lesser 
of : 
(i) the adjusted cost base to the taxpayer of the converti- 
ble property immediately before the exchange, and 


(ii) the aggregate of the fair market value immediately 
after the exchange of the sharéS acquired in exchange for 
the convertible property and the amount that, but for par- 
agraph (e), would have been ‘the taxpayer’s ‘capital loss 
on. the disposition of the convertible property. 


Subsec, 51(2) added by. 1980-81-82-83, c. 48, subsec. 20(2), appli- 
cable with respect, to exchanges of property occurring after Decem- 
ber 11, 1979. 


(3) Computation of. paid-up capital — Where 
subsection (1) applies to the exchange*of convertible 
property described in paragraph (1)(a) (referred to in 
this subsection as the “old shares’’), in computing the 
paid-up capital in respect of a particular class of 
shares of the. capital stock of the corporation at any 
particular time that is the time of, or any time after, 
the exchange 


(a): there shall be: deducted ae innount deter- 
mined by the formula 


(A Ba xt: 
= BX 5 


where 


A. is the total of all:amounts each of which is the 
amount of-the increase, if any, as a result of 
the exchange, in the paid-up capital in respect 
of a class of shares of the capital. stock of the 
corporation, computed. without reference to 
this subsection as it applies to the exchange, 


Bis the paid-up capital immediately before the 
exchange in respect of the old shares, and 


C..is the increase, if:any, as:a result of the ex- 

change, in the paid-up capital in respect of the 

_ particular class. of shares, computed without 

reference to this subsection as it applies to the 
exchange; and 


(b) there shall be added a an amount sabe to the 
lesser of 
(i) the amount, if any, by which 
(A) the total of all amounts deemed by 
subsection 84(3), (4) or (4.1) to be a divi- 


dend on shares of that class paid by the 
corporation before the particular time 
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exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the total of all amounts required by para- 
graph (a) to be deducted in respect of that par- 
ticular class of shares before the particular 
time. 

Related Provisions: 257 — Negative amounts in formulas. 


History: Subsec. 51(3) added by 1994, c. 21, subsec. 20(2), appli- 
cable to exchanges occurring after August 1992, other than ex- 
changes occurring after August 1992 and before December 21, 1992 
where the corporation issuing shares on the exchange elects in writ- 
ing and files the election with the Minister of National Revenue by 
December 31,1994. 


(4) Application — Subsections (1) and (2) do not 
apply to any exchange to which subsection 85(1) or 
(2) or section 86 applies. 

Related Provisions: 86(3) — Application of section 86. 
History: Subsec. 51(4) added by 1994, c. 21, subsec. 20(2), appli- 


cable to exchanges occurring, and reorganizations that begin, after 
December 21, 1992. 


Interpretation Bulletins: IT-115R2: Fractional interest in shares. 


Definitions [s. 51]: “adjusted cost base” — 54, 248(1); “capital | 


loss” — 39(1)(b), 248(1); “capital property” — 54, 248(1); “class of 
shares” — 248(6); “convertible property” — 51(1) (draft 51(1)(b)); 
“corporation” — 248(1), Interpretation Act 35(1); “disposition” — 
54; “paid-up capital” — 89(1), 248(1); “property”, “share” 
2A48(1), “taxable Canadian property” — Aa eee ape teak 
payer” — 248(1). 


Interpretation Bulletins [s. 51]: IT-96R6: Options to acquire 
shares, bonds or debentures and by trusts to acquire trust units; IT- 
146R4: Shares entitling shareholders to choose taxable or capital 
dividends; IT-243R4: Dividend refund to private corporations. 


51.1 Conversion of debt obligation — Where 


(a) a taxpayer acquires a bond, debenture or note 
of a debtor (in this section referred to as the “new 
obligation’) in exchange for a capital property of 
the taxpayer that is another bond, debenture or 
note of the same debtor (in this ‘section referred to 
as the “convertible obligation’’), 


(b) the terms of the convertible obligation con- 
ferred on the holder the Tight to make the ex- 
change, and - 


(c) the principal amount of the new obligation is 
equal to the principal amount of the convertible 
obligation, 


the cost to the taxpayer of the new obligation and the 
proceeds of disposition of the convertible obligation 
shall be deemed to be equal to the adjusted cost base 
to the taxpayer of the convertible obligation immedi- 
ately before the exchange. 


History: S. 51.1 added by 1995, c. 21, s. 50, applicable to ex- 
changes occurring after October 1994. 


Definitions [s. 51.1]: “adjusted cost base” — 54, 248(1); 


“amount” ; “capital property” — 54, 248(1); “convertible 
obligation”, “new obligation” —51.1(a); “principal amount” — 
248(1); “proceeds of disposition” — 54; “taxpayer” — 248(1). 
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1.T. Application Rules: 26(25) (where old bond owned since 
before 1972). 


52. (1) Cost of certain property value of which 
included in income — For the purposes of this 
subdivision, where a taxpayer has acquired property 
after 1971 (other than an annuity contract or property 
acquired as described in subsection (2), (3) or (6)) 
and an amount in respect of the value thereof was 
included in computing the taxpayer’s income other- 
wise than under section 7, the amount so included 
shall be added in computing the cost to the taxpayer 
of that property, except to the extent that the amount 
was otherwise added to the cost or included in com- 
puting the adjusted cost base to the taxpayer of the 
property. 

Related Provisions: 69(5)(c) — No application to property ap- 
propriated by shareholder on winding-up. 

History: Subsec. 52(1) amended by 1994, c. 7, Sch. VIII (1993, c. 


24), s. 14, applicable after October 16, 1991. Subsec: 52(1) formerly 
read: 


(1) Cost of certain property value of which included in 
income — For the purposes of this subdivision, where a tax- 
payer has acquired property after 1971 (other than an annuity 
contract or property acquired as described in subsection (2), 
(3) or (6)) and-an amount in respect of the value thereof has 
been included in computing the taxpayer’s income otherwise 
than under section 7, the amount so included shall be added 
in computing the cost to the taxpayer of that property. 


Pre-RSC History: Subsec. 52(1) substituted by 1980-81-82-83, c. 
48, subsec. 21(1), applicable to taxation. years commencing after 
October 28, 1980, to add “an annuity contract or”. 


Subsec. 52(1) substituted by 1974-75-76, c. 26, subsec. 23(1), appli- 
cable to 1972 et seq. 


Interpretation Bulletins: IT-96R6: Options to acquire shares, 
bonds or debentures and by trusts to acquire trust units; IT-432R2: 
Benefits conferred on shareholders. 


(1.1) Idem, where owner non-resident — For 
the purposes of this subdivision, where a non-resi- 
dent person has: acquired property after°1971 (other 
than property acquired as described in subsection 
(2), (3) or (6)) that would, if that person disposed of 
it, be, taxable Canadian property of that person and 


(a) an amount in respect of the value thereof has 
been included, otherwise than under section 7, in 
computing that person’s taxable income earned in 
Canada, or 


(b) an amount in respect of the value thereof has, 
for the purposes of computing the tax payable by 
that person under Part XIII, been included in an 
amount that has been paid or credited..to that 
person, 


the amount so included shall be added in ne 
the cost to that person of that property. 


Related Provisions: 69(5)(c) — No application to property ap- 
propriated by shareholder on winding-up, 


Pre-RSC History: All that portion of subsec. §2(1.1) preceding 
para. (a) substituted by 1974-75-76, c. 26, subsec. 23(2), applicable 
to 1972 et seq. 


Subsec. 52(1.1) added by 1973-74, c. 14, subseec. 12(1), applicable 
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to 1972 et seq. 


Interpretation Bulletins: IT-432R2: Benctits conferred on 
shareholders. 5 fi 


(2) Cost of property received as dividend in 
kind — Where any property has, after 1971, been 
received by a shareholder of a corporation at any 


time as, on account or in lieu of payment of, or in 


satisfaction of, a dividend payable in kind (other 


than a stock dividend) in respect of a share owned by 
the shareholder of the capital stock of the corpora- 
tion, the shareholder ‘shall be deemed to have ac- 
quired the property at a cost to the shareholder equal 
to its fair market value at that time, and the corpora- 
tion shall be deemed to have disposed of the prop- 
erty at that time for pageraits equal to that fair mar- 
ket.value. 

Related Provisions: 69(5)(c) — No application to ignite ap- 
propriated by shareholder on winding-up; 80.1(4) — Assets ac- 
quired’ from foreign affiliate of taxpayer as dividend*in kind or as 
benefit to taxpayer. ise 


(3) Cost of stock dividend — Where a shate- 
holder of a corporation has, after 1971, received a 
stock dividend in respect of a share owned by the 
shareholder of the’ capital stock of the corporation, 
the shareholder shall be deemed to have acquired the 
share or shares received by the shareholder as a 
stock dividend’ at a cost to the: shareholder equal to 
the total of © 


(a) where the stock dividend is a dividend, the 
amount of the stock dividend, 


(a. 1) where the stock dividend is not a ditidend, 
nil, and | | . 


(b) where an amount is included in the share- 
holder’s income in respect of the stock dividend 
under subsection, 15(1.1), the amount so included. 
Related Provisions: 95(7) — Stock dividends: from foreign 
affiliates. 
History: Paras. 52(3)(a), (a.1) substituted for para. (a) by 1994, c. 
7, Sch. II (1991, c. 49), s..29, applicable’ to’ stock dividends paid 
after May 23, 1985. Para: 52(3)(a) formerly read: 
(a) the amount of the stock dividend, and 
Pre-RSC History: Subsec. 52(3) substituted by 1986, c. 6, s. 25, 
applicable with respect to stock dividends received after May 23, 
1985 other than such stock dividends that were declared by.the cor- 
poration before.May 24, 1985 and paid before. 1986. Subsec. 52(3) 
formerly read: ie 
(3) Cost of stock dividend — Where a shareholder of a-cor- 
poration has, after 1971, received a stock dividend in respect 
of a share owned by him of the capital stock of the corpora- 
tion, he shall be deemed to have acquired the share or shares 
received by him as a stock dividend at a cost to him equal to 
(a) where the stock dividend is a dividend, the amount of 
the stock dividend, and 


(b) where the stock dividend is not a dividend, nil. 


Subséc. 52(3) substituted by 1977-78, c. 1, s. 20, applicable with’ 


respect to stock dividends received after 1976. Subsec. 52(3) for- 
merly read: 


(3) Where a shareholder of a corporation has, after 1971, re- 
ceived a stock dividend in respect of a share owned by him of © 
the capital stock of the corporation, he shall be deemed to 


S. 52(7) 


have acquired the share or shares received by him as a stock 
dividend at a cost to -him equal to’ the amount of the stock 
dividend. 


Interpretation Bulletins: IT-88R2: Stock dividends. 


(4) Cost of property acquired as prize — 
Where any property has been acquired by a taxpayer 
at any time after 1971 as a prize in connection with a 
lottery scheme, the taxpayer shall be deemed to have 
acquired the property at a cost to the taxpayer equal 


to its fair market value at that time. 


Related Provisions: 40(2)(f) — No gain or loss on: disposition of 
chance to win or right to receive'a prize. 


Interpretation Bulletins: IT-213R: Prizes from lottery schemes 


and ay contests. 


(5) [Repealed under fortes Act] 


Pre-RSC History: Subsec. 52(5) repealed by 1973-74, c. 14, sub- 
sec. 12(2), applicable in respect of property transferred after 1971. 
Subsec. 52(5) formerly. read: 
(5) Cost.of property transferred. by trustee under 
employees profit sharing plan — Where any property has, 
after 1971, been transferred to a beneficiary by a trustee 
under an employees profit sharing plan, 


(a) subsection (1) does not apply in respect of ie prop- 
erty; and 


(b) the beneficiary shall be deemed to have acquired the 
property at a cost to him equal to its fair market value at 
the time of the transfer. 


(6) Cost of right to receive from trust — Not- 
withstanding subsection (1), where a beneficiary 
under a trust acquires a right to enforce payment by 
the trust of an amount out of a capital gain or the 


income of the trust (determined without reference to . 


the provisions of this Act) for the taxation year of the 
trust in which the right was acquired by the benefici- 
ary, for the purposes of this subdivision, the cost to 


the beneficiary of the right shall be deemed to:be.the 


amount that became so payable. 
Related Provisions: 107(2.1) — Distribution of trust property. 


-Pre-RSC History: Subsec, 52(6) substituted by 1988, c. 55, s. 29, 


applicable with respect to rights acquired in a trust in the 1988 and 

subsequent taxation years of the trust. Subsec. 52(6) formerly read: 
(6) Cost of right received from unit trust — Where a bene- 
ficiary under a unit trust has, after 1971, acquired a right to 
enforce payment of an amount by the unit trust out of its capi- 
tal gains or income from property for its taxation year in 
which the right was acquired by him, notwithstanding subsec- 
tion (1), he shall be deemed -to have acquired the right at a 
cost to him equal to the amount that became so payable minus 
such portion of that amount as was deductible in computing 
his income by virtue of subsection 65(1) or 104(16). 

Subsec. 52(6) added by 1973-74, c. 14, subsec. 12(3), applicable to 

1972 et seq. 

Interpretation Bulletins: IT-286R2: Trusts — amounts payable; 

IT-390: Unit trusts — cost of rights and adjustments to cost base. 


(7) Cost of shares of subsidiary — Notwith- 
standing any other provision of this Act, where a 
corporation has disposed of property to its subsidiary 
wholly-owned corporation in a transaction to. which 
paragraph 219(1)(k) applies, the cost to it of any 
share of a particular class of the capital stock of the 
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subsidiary corporation received by it as considera- 
tion for the property shall be deemed to be equal to 
the lesser of the cost of the share to the corporation 
otherwise determined immediately after the disposi- 
tion and the amount, if any, by which the paid-up 
capital of that class increased by virtue of the issu- 
ance of that share. 


Pre-RSC History: Subsec. 52(7) added by 1980-81-82-83, c. 48, 
subsec. 21(2), applicable with respect to dispositions of property oc- 
curring after December 11, 1979. 


Interpretation Bulletins: [T-137R3: Additional tax on certain 
corporations carrying on business in Canada. 


(8) Cost of shares on immigration [of corpo- 
ration] — Notwithstanding any other provision of 
this Act, where at any time a corporation becomes 
resident in Canada, the cost to any shareholder that is 
not at that time resident in Canada of any share of 
the capital stock of the corporation shall be deemed 
to be equal to the lesser of that cost otherwise deter- 
mined and the paid-up capital in respect of the share 
immediately after that time. 

Related Provisions: 128.1(1) — Effect of immigration on corpo- 
ration; 250(4), (5) — Residence of corporation. 

History: Subsec. 52(8) added by 1994, c. 21, s. 21, applicable to 
dispositions occurring after 1992. 

Definitions [s. 52]: “amount” — 95(7), 248(1); “annuity” — 
248(1); “Canada” — 255; “capital gain” — 39(1)(a), 248(1); “class 
of shares” — 248(6); “corporation” — 248(1), Interpretation Act 
35(1); “dividend” — 248(1); “employees profit sharing plan” — 
144(1), 248(1); “non-resident” — 248(1); “paid-up capital” — 
89(1), 248(1); “person”, “property” — 248(1); “resident in Can- 
ada” — 250; “share”, “shareholder”, “stock dividend”, “subsidiary 
wholly-owned corporation” — 248(1); “taxable Canadian prop- 
erty’ — 115(1)(b), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “trust” — 104(1), 248(1), (3); “unit trust” — 108(2), 
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248(1). 


53. (1) Adjustments to cost base [additions to 
ACB] — In computing the adjusted cost base to a 
taxpayer of property at any time, there shall be added» 
to the cost to the taxpayer of the property such of the 
following amounts in respect of the property as are 
applicable: 


(a) [negative ACB] — any amount deemed by 
subsection 40(3) to be a gain of the taxpayer for a 
taxation year from a disposition before that time 
of the property; 


~ (b) [Share] — where the property is a share of 
the capital stock of a corporation resident in Can- 
ada, the amount of any dividend on the share 
deemed by subsection 84(1) to have been re- 
ceived by the taxpayer before that time; r 


(c) [share, where contribution of capital 
made] — where the property is a share of the 
capital stock of a corporation and the taxpayer 
has, after 1971, made a contribution of capital to 
the corporation otherwise than by way of a loan, 
by way of a disposition of shares of a foreign af- 
filiate of the taxpayer to which subsection 85.1(3) 
or paragraph 95(2)(c) applies or, subject to sub- 

_ section (1.1), a disposition of property in respect 
of which the taxpayer and the corporation have 
made an election under section 85, that propor- 
tion of such part of the amount of the contribu- 
tion as cannot reasonably be regarded as a benefit 
conferred by the taxpayer on a person (other than 
the corporation) who was related to the taxpayer 
that 


(i) the amount that may reasonably be re- 
garded as the increase in the fair market value, 
as a result of the contribution, of the share 
is of 

(ii) the amount that may reasonably be re- 
garded as the increase in the fair market value, 
as a result of the contribution, of all shares of 
the capital stock of the corporation owned. by 
the taxpayer immediately after the 
contribution; 

Related Provisions: 52(8)— Cost to non-resident of share of 


corporation that becomes resident in Canada; 53(1)G) — Addition 
to ACB of share on which stock option benefit received: 


Pre-RSC History: That portion of para. 53(1)(c) preceding sub- 
para. (1) amended by 1988, c. 55, subsec. 30(1), to substitute “a ben- 
efit conferred by the taxpayer on a person” for “a gift made to or for 
the benefit of any person”, applicable with respect to contributions 
of capital occurring after June 1988 in computing the adjusted cost 
base of property after June 1988. 


All that portion of para. 53(1)(c) preceding subpara. (i) substituted 
by 1980-81-82-83, c. 48, subsec. 22(1), applicable to a contribution 
of capital made after December 11, 1979, to substitute “‘person 
(other than the corporation)” for “other shareholder of the 
corporation”. 


All that portion of para. 53(1)(c) preceding subpara. (i) substituted 
by 1976-77, c. 4, subsec. 13(1), applicable in respect of contribu- 
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tions of capital occurring after 1971 in computing the adjusted cost 
base of a property after 1971. That portion formerly read; ., 


(c) where the property is'a share of the capital stock of.a cor- 
poration resident in.Canada and the taxpayer has, after 1971, 
made a contribution of capital to the corporation otherwise 
than by way of a loan or, subject to subsection (1.1), a dispo- 
sition of property in respect of which the taxpayer and the 

» corporation have made an election under section 85, that pro- 
portion of such part of the amount of, the contribution as can- 
not reasonably be regarded as a gift made to or for the benefit 
of any other shareholder of the corporation | TU ‘was related 
to the taxpayer that 


All that portion of para. 53(1)(c) preceding subpara. as ‘substituted 


by 1974-75-76, c. 26, subsec. 24(1), applicable in respect of contri- 
butions of capital. occurring after 1971 in computing the adjusted 
cost base of a property after 1971. 


Interpretation Bulletins: IT- 291R2: Transfer of property ip, a 


corporation under ‘subsection 85(1); IT-456R: Capital property — 
some adjustments: to cost base; IT-527: Distress. preferred. shares. 


(d) [share of foreign affiliate] — where the 
property is a share of the capital stock of a for- 
eign affiliate of the taxpayer, any amount re- 
quired by paragraph 92(1)(a) to be added in com- 
puting the adjusted cost pase to the taxpayer of 
the share; 


Related Provisions: 91(6) — Amounts rlegubable in respect of 
dividends received. 


(d.1) [capital interest in trust] — where the 

property is a capital interest of the taxpayer in a 

trust to which paragraph 94(1)(d) applies, any 

amount required by paragraph 94(5)(a) to be ad- 

ded in computing the adjusted cost base. to the 
_ taxpayer of the interest, 


Related Provisions: 53(2)(h), (i), G)— TeAIChGRS from nid 
justed cost base — interest in a trust. 


Pre-RSC History: Para. 53(1)(d:1) added by 1974:15-76, c. 26, 
subsec. 24(2), applicable to 1972 et seg. 


(d.2) [unit in mutual fund trust] — ilere the 


property is a unit in a mutual fund trust, any 
amount required by subsection 132.1(2) to be ad- 
ded in computing the adjusted cost base to the 
taxpayer of the unit; 


Pre-RSC History: Para. 53(1)(d:2) added by 1988; c. 55, subsec. 
30(2), applicable: to 1988 et seq: 


(d.3) [share] — where the property is a share of 
the capital stock of a corporation of which the 
taxpayer was, at any time,.a specified share- 
holder, any. expense incurred by the, taxpayer in 
respect of land or a building of the corporation 
that was by reason of subsection ,18(2).or (3.1) 


not deductible by the taxpayer in computing the. 


taxpayer's income. for any. taxation Beat com- 
mencing before that time; 


Related Provisions: 101. 1) S* Effect of greg 3) on cost of 
land inventory. 


Pre-RSC History: Para. 53(1)(d.3) added by 1988, c. 55, subsec. 
30(2), applicable to 1988 et seq. 


Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and' development costs and carrying charges on land. 


(ec) [partnership interest] — where the prop- 
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erty isan interest in a partnership, 


(i) an amount'in respect of each fiscal period 
of the partnership ending after 1971 and 
before that time, equal to the total of all 
amounts each of which is the taxpayer’s share 
(other than a share under an agreement re- 
ferred to in subsection 96(1.1)) of the income 
of the partnership from any source for that fis- 
cal period, computed as if this Act were read 
without reference to 


» . (A).the fractions set out in anbSeetiOn 
»» 14(5),; paragraph’ 38(a) and subsection 
sili byt to 3 

(AT) paragraph 18(1)(1.1), and 

(B) paragraph (1), paragraphs 12(1)(0) and 
(z.5),, 18(1)(m), .20(1)(v.1) and 29(1)(b) 
and (2)(b), section 55, subsections 69(6) 

. and (7), and paragraph 82(1)(b) of this Act 
and paragraphs 20(1)(gg) and 81(1)(1) and 
(s) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, and 
the provisions of the Income Tax Applica- 
tion Rules relating to income from the op- 

eration of new mines, 


(ii) the taxpayer’s share of any capital divi- 
dends and any life insurance capital dividends 
received by the partnership before that time 
on shares.of the capital stock of a corporation 
that were. partnership property, 


(iii) :the taxpayer’s share of the amount, : any, 
by which > i 


(A) any proceeds of a life insurance’ lp sicy 
received. by: the partnership after 1971 and 
before that. time.in.consequence of the 
death of any person whose life was insured 
under the policy, 


exceeds 


(B) the adjusted cost basis (within the 
meaning assigned by subsection 148(9)) of 
the policy to the partnership immediately 
before that person’s death, 


(iv). where the taxpayer-has, after 1971, made 
a. contribution of capital to the partnership 
otherwise than by way of loan, such part of 
the amount of the contribution as cannot rea- 
sonably be regarded as a benefit conferred on 
any other member of the partnership who was 
related to the taxpayer, ° 


(v) where the time is immediately before the 
taxpayer’s death and the taxpayer was at that 
time a member of a partnership, the value, at 
the timé of the taxpayer’s death, of the rights 
or things referred to in subsection 70(2) in re- 
spect of ‘a partnership interest held by the tax- 
payer immediately before the* taxpayer’s 
death, other than an interest referred to in sub- 
section 96(1.5), 


S. 53(1(e)(vi) 


(vi) any amount deemed by subsection 40(3.1) 
to be a gain of the taxpayer for a taxation year 
from a disposition before that time of the 
property, 

(vii) any amount deemed by paragraph 
98(1)(c) or 98.1(1)(c) to be a gain of the tax- 
payer for a taxation year from a disposition 
before that time of the property, 


(vii.1) a share of the taxpayer’s Canadian de- 
velopment expense or Canadian oil and gas 
property expense that was deducted at or 
before that time in computing the adjusted 
cost base to the taxpayer of the interest be- 
cause of subparagraph (2)(c)(ii) and in respect 
of which the taxpayer elected under paragraph 
(f) of the definition “Canadian development 
expense” in subsection 66.2(5) or paragraph 
(b) of the definition “Canadian oil and gas 
property expense” in subsection 66.4(5), as 
the case may be, 


(viii) an amount deemed, before that time, by 
subsection 66.1(7), 66.2(6) or 66.4(6) to be an 
amount referred to in the description of G in 
the definition “cumulative Canadian explora- 
tion expense” in subsection 66.1(6), paragraph 
(a) of the description of F in the definition 
“cumulative Canadian development expense” 
in subsection 66.2(5) or the description of G 
in that definition, or paragraph (a) of the 
description of F in the definition “cumulative 
Canadian oil and gas property expense” in 
subsection 66.4(5) or the description of G in 
that definition in respect of the taxpayer, 
(ix) the amount, if any, by which 
(A) the taxpayer’s share of the amount of 
any assistance or benefit that the partner- 
ship received or became entitled to receive 
after 1971 and before that time from a gov- 
ernment, municipality or other public au- 
thority, whether as a grant, subsidy, forgiv- 
able loan, deduction from royalty or tax, 
investment allowance or any other form of 
assistance or benefit, in respect of or re- 
lated to a Canadian resource property or an 
exploration or development expense in- 
curred in Canada 


exceeds 


(B) the part, if any, of the amount included 
in clause (A) in respect of the interest that 
was repaid before that time by the taxpayer 
under a legal obligation to repay all or any 
part of the amount, 


(x) any amount required by section 97 to be 
added before that time in. computing the ad- 
justed cost base to the taxpayer of the interest, 


(xi) of which the taxpayer’s share of any in- 
come or loss of the partnership was, at any 
time, 10% or more, any expense incurred by 
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the taxpayer in respect of land or a building of 
the partnership that was by reason of subsec- 
tion 18(2) or (3.1) not deductible by the tax- 
payer in computing the taxpayer’s income for 
any taxation year commencing before that 
time, and 


(xii) any amount required by paragraph 
110.6(23)(a) to be added at that time in com- 
puting the adjusted cost base to the taxpayer 
of the interest; 


Related Provisions: 10(1.1)—Cost of land inventory; 
40(3.13) — Artificial transactions affecting partnership capital; 
53(2)(c) — Reduction in adjusted cost base — partnership interest; 
70(6)(d.1)(iii) — Where transfer or distribution to spouse or trust; 
70(9.2)(c)(ii1) — Transfer of family farm corporations and partner- 
ships; 70(9.3)(e)(iii) — Transfer of family farm corporation or part- 
nership from spouse’s trust to children of settlor; 87(2)(e.1) — 
Amalgamations — cost of partnership interest; 248(8) — Occur- 
rences as a consequence of ‘death; 248(16) — GST input tax credit 
and rebate deemed to be assistance, 248(18) — GST — repayment 
of input tax credit. 


History: Cl. 53(1)(e)(i)(B) amended by 1997, c. 25, subsec. 7(1), 
applicable for the purpose of computing the adjusted cost base of 
property after 1996. Cl. (e)(i)(B) formerly read: 


(B) paragraph (i), paragraphs 12(1)(0), 18(1)(m), 20(1)(v.1) 
and 29(1)(b) and (2)(b), section 55, subsections 69(6) and (7) 
and paragraph 82(1)(b) of this Act and paragraphs 20(1)(gg) 
and 81(1)(r) and (s) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, and the provisions of the 
Income Tax Application Rules relating to income from the op- 
“eration of new mines, 


New subpara. 53(1)(e)(vi) added by 1995, c. 3, subsec. 14(1), appli- 
cable after February 21, 1994. 


Subpara. 53(1)(e)(xii) added by 1995, c. 3, subsec. 14(2), applicable 
to 1994 et seq. 


Subpara. 53(1)(e)(vii.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 15(1), applicable after July 1990. 


Subpara. 53(1)(e)(ix) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 30(1), applicable for the purposes of computing the adjusted 
cost base of an interest in a partnership after January 1990. Subpara. 
(e)Gx) formerly read: 


(ix) the taxpayer’s share of the amount of any assistance or 
benefit that the partnership has received or has become enti- 
tled to receive after 1971 and before that time from a govern- 
ment, municipality or other public authority, whether as a 
grant, subsidy, forgivable loan, deduction from royalty: or tax, 
investment allowance or any other form of assistance or bene- 
fit, in respect of or related to a Canadian resource property or 
an exploration or development expense incurred in Canada, 


Pre-RSC History: Cl. 53(1)(e)()(A) substituted by 1988, c. 55, 
subsec. 30(3), applicable to 1988 et seq. Cl. (e)(i)(A) formerly read: 


(A) the references in section 14, paragraph 38(a) and subsec- 
tion 41(1) to “2”, 


Subpara. 53(1)(e)(iv) amended by 1988, c. 55, subsec. 30(4), to sub- 
stitute “a benefit conferred on any other member” for “a gift made 
to or for the benefit of any other member”, applicable with respect 
to contributions of capital occurring after June 1988 in computing 
the adjusted cost base of property after June 1988. 

Subpara. 53(1)(e)(xi) added by 1988, c. 55, subsec. 30(5), applica- 
ble to 1988 et seq. 

Former subpara. 53(1)(e)(vi) repealed by 1985, c. 45, subsec. 22(1), 
applicable with respect to dispositions occurring after 1984, but for 
property disposed of by a partnership prior to 1985, subpara. 
53(1)(e)(vi) shall apply and be read as it was at the time of the dis- 


316 


Subdiv. c — Taxable Capital Gains 


position having regard to any subsequent amendments thereto that 
applied at that time. Subpara, (e)(vi) formerly. read: 


(vi) the taxpayer’s share (other than a share under an agree- 
ment referred to in subsection 96(1.1)) of the amount, if any, 
by which 


(A) any proceeds-of disposition that. become receivable 
by the partnership in respect of the disposition after 1971 
of a property owned by the partnership on December 31, 
1971 that is a property referred to in pabagiape 59(2)(d) 
or (e) 


exceeds 


(B) the relevant percentage as defined in subsection 59(4) 
of the proceeds of disposition described in clause (A), 


Cr. 53(1)(e)(i)(B) substituted by 1984, c. 1, subsec. 20(1), to substi- 
tute “81(1)(r) and (s)” for “69(7.1)(b)”, applicable to 1982 et seq., 
except that for the period before January 19,1984 the reference to 
“paragraph 81(1)(r)” shall be read as‘a reference to “paragraphs 
69(7.1)(b), 8101)@)”. 


Cl. 53(1)(e)(G)(A.1) added by 1980-81-82-83, c. 68, subsec. 115(1), 
applicable to determining the adjusted cost base of a partnership in- 
terest after December, 31, 1980. 


Cl. 53(1)(e)(i)(B), subpara, 53(1)(e)(ii) substituied subpara. (x) ad- 
ded by 1980-81-82-83, c. 140, subsecs. 22(1)-(3), applicable, as to 
cl. 53(1)(e)()(B), to taxation years ending after January 31, 1982, as 
to subpara. 53(1)(e)(ii), after June 28, 1982, and, as to subpara. 
53(1)(e)(x), to dispositions occurring after November 12, 1981. Cl. 
_(i)(B), subpara. (ii) formerly read: 


_ -(B) paragraph (i) of this subsection, paragraphs 12140), 
18(1)Gm), 20(1)(v.1), 20(1)(gg), 29(1)(b). and .29(2)(b), 
section 55, subsections 69(6) and 69(7) and paragraph 

-82(1)(b) and the provisions of the Income Tax Applica- 
tion Rules, 1971 relating to income from the operation of 
new mines, 


(ii) the taxpayer’s share of any capital dividends received by 
_the partnership before that time on shares of the capital stock 
of a corporation that were partnership property, 


Cl. 53(1)(e)(i)(B), subpara. 53(1)(e)(vili) substituted, subpara. 
53(1)(e)(ix) added by 1980-81-82-83, c. 48, subsecs. 22(2), (3), ap- 
plicable, as to cl. 53(1)(e)(i)(B) and subpara. 53(1)(e)(ix), in deter- 
mining the adjusted cost base of a partnership interest after October 
28, 1980 and in determining the adjusted cost base of a partnership 
interest disposed of by a person after 1976 and before October 29, 
1980 where that person so elects in prescribed form before 1982, 
and, as to subpara. 53(1)(e)(viil), to taxation years ending after De- 
cember 11, 1979. Cl. (i)(B) and subpara. (viii) formerly read: 

(B) paragraph 29(1)(b) or (2)(b), paragraph (i) of this 
subsection, section 55, paragraph 82(1)(b) and the provi- 

~ “sions of the Income Tax Application Rules, 197] relating 
to income from the operation of new mines, 


(viii) an amount deemed, before that time, by subsection 
66.1(7) or 66.2(6) to be an amount referred to in subpara- 
graph 66.1(6)(b)(vi) or 66.2(5)(b)(v) or (vi) in respect of the 
~ taxpayer; 
Cl. 53(1)(e)(11)(B) substituted by 1977-78, c. 32, s. 9, applicable to 
life insurance proceeds received after March 31, 1977. Cl: (ii)(B) 
formerly read: 


(B) all amounts paid as or on account of premiums under the 
policy, 


Subpara. 53(1)(e)(v) substituted, subpara. 53(1)(e)(vili) added by 
1977-78, c. 1, subsecs. 21(1), (2), applicable to 1977 et seg. Sub- 
para. (v) formerly read: 


(v) any amount included in computing the taxpayer’s income 


S. 53(D (£1) 


in' respect of the partnership by virtue of subsection 70(2), 
other than an amount included therein by virtue of subsection 
96(1.5),, 
Subpara; 53(1)(e)(vii) substituted by 1976-77, c. 4, subsec. 13(2), 
applicable after May 25, 1976. Subpara. (vii) formerly read: 


(vii) any amount deemed by paragraph 98.1(1)(c) to be a gain 


of the taxpayer for a taxation year from a disposition before 

that time of the property; . 
All that portion of subpara. 53(1)(e)(i). preceding cl. (A) and cl. 
53(1)(e)(i)(B) substituted, subparas. 53(1)(e)(v)-(vii) added by 
1974-75-76, c. 26, subsecs. 24(3)-(5), applicable to 1972 et seg. 
I.T. Application Rules: 26(9)-(9.4) (where taxpayer became part- 
ner before 1972); 69 (meaning of “Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952” in cl: 53(1)(e)(i)(B)). 
Interpretation Bulletins: IT-138R: Computation and flow- 
through of partnership income; IT-153R3: Land developers — sub- 
division and development costs and carrying charges on land; IT- 
242R: Retired partners; IT-278R2: Death of a partner or of a retired 
partner; IT-338R2: Partnership interests — effects on ACB of ad- 
mission or retirement of a partner; IT-353R2: Partnership inter- 
ests — some adjustments to cost base; IT-358: Partnerships — 
deferment of fiscal year-end; IT-430R3: Life insurance proceeds re- 
ceived by a private corporation or a partnership as a consequence of 
death; IT-471R: Merger of partnerships. 
1.T. Technical News: No. 5 (adjusted cost base of partnership 
interest); No. 9 (calculation of ACB of a partnership interest). 
Forms: T2065: Determination of adjusted cost base of a partner- 
ship interest; T5015: Reconciliation of partner’s capital account; 
T5016: Partner’s share of partnership capital. 


(f) [substituted property] — where the prop- 
erty is substituted property (within the meaning 
assigned by paragraph (a) of the definition “su 
perficial loss” in section 54) of the taxpayer, the 
amount, if any, by which 


(i) the amount of the loss that was, because of 
the acquisition by the taxpayer of the prop- 
erty, a superficial loss of any taxpayer from a 
disposition of a property 

exceeds 


(ii) where the property disposed of was a 
share of the capital stock of a corporation, the 
amount that. would, but for paragraph 
40(2)(g), be deducted under subsection 
1123), G.1) or (3.2) in computing the loss of 
any taxpayer in respect of the disposition of 
the share; 
Related Provisions: 40(2)(g)(i) — Superficial loss denied; 
40(2)(h) — Loss on disposition of share of controlled corporation; 
142.4(1)“tax basis’(h) — Disposition of specified debt obligation 
by financial institution. 
History: Para. 53(1)(f) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 30(2), applicable for the purposes of computing the ad- 
justed cost base of property after ee 13, 1990. Para. 53(1)(f) for- 
merly read: 
(f) where the property is substituted property (within the 
meaning assigned by the definition “superficial loss” in sec- 
tion 54) of the taxpayer, the amount of the loss that was, by 
virtue of the acquisition by the taxpayer of the property, a 
superficial loss of any taxpayer; 
Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to cost base. 


(f.1) [property disposed of at loss by other 


317 


S. 53(1)(£.1) Income Tax Act,»Part I, Div. B 


corporation] — where the taxpayer is a taxable 
Canadian corporation and the property was. dis- 
posed of by another taxable Canadian corporation 
to the taxpayer in circumstances such that para- 
graph (f.2) does not apply so as to increase the 
adjusted cost base to the other corporation of 
shares of the capital stock of the taxpayer and the 
capital loss from the disposition was deemed by 
paragraph 40(2)(e) or (e.1) or 85(4)(a) to be nil, 
the amount that would otherwise have been the 
capital loss from the disposition; 


Related Provisions: 53(1)(f.11) — Alternative addition to ACB 
on dispositions subject to para. 40(2)(e.1); 142.4(1)“tax basis”(h) — 
Disposition of specified debt obligation by financial institution: 

Advance Tax Rulings: ATR-57: Transfer of property for estate 
planning purposes; ATR-66: Non-arm’s. length transfer of debt fol- 
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(f.12) [Commercial obligation owing to tax- 


lowed by a winding-up anda sale of shares. 


(f.11) [property disposed of at loss by 
other person] — where the property was dis- 
posed of by a person (other than a non-resident 
person or a person exempt from tax under this 
Part on the person’s taxable income) or by an eli- 
gible Canadian partnership (within the meaning 
assigned by subsection 80(1)) to the taxpayer in 
circumstances such that paragraph (f.1) does not 
apply so as to increase the adjusted cost base to 
the taxpayer of the property, paragraph (f.2) does 
not apply so as to increase the adjusted cost base 
to that person of shares of the capital stock of the 
taxpayer and the capital loss from the disposition 
was deemed by paragraph 40(2)(e.1) or 85(4)(a) 
to be nil, the amount that would otherwise be the 
capital loss from the disposition; 


payer] — where the property is a particular 
commercial obligation (in this paragraph having 
the meaning assigned by subsection 80(1)) paya- 


ble to the taxpayer as consideration for the settle- 


ment or extinguishment of another commercial 
obligation payable to the taxpayer and the tax- 
payer’s loss from the disposition of the other ob- 
ligation was reduced because of paragraph 
40(2)(e.2), the proportion of the reduction that 
the principal amount of the particular obligation 
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is of the total of all amounts each of which is the 
principal amount of a commercial obligation pay- 
able to the taxpayer as consideration for the set- 
tlement» or extinguishment | of that’ other 
obligation; 


(f.2) [share] — where the property is a share of 
the capital stock of a corporation, any amount re- 
quired by paragraph 85(4)(b) to be added in com- 
puting the adjusted cost base? to the taxpayer of 
the share; 


Related Provisions: 53(1)(f.1), (f.11) — Para. (f.2) takes prece- 
dence over (f.1) and (f.11). 


History: Para. 53(1)(f.1) amended and paras. (f. 1).a and (f.12) ad- 
ded by 1995, c; 21, subsec. 17(1), applicable to taxation. years that 
end. after February 21, 1994. Para. 53(1)(f.1) formerly read: 


(f.1) where the property has been disposed of .by a taxable 

Canadian corporation to the taxpayer, and the taxpayer is a 

taxable Canadian corporation, in circumstances such that par- 

agraph 85(4)(b) does not apply so.as to increase the adjusted 

cost base to the corporation of shares of the capital stock-of 
_.the taxpayer; and the corporation’s capital loss from the: dis- 

position has been deemed by paragraph 40(2)(e) or 85(4)(a) 
__ to be nil, the amount that would otherwise have been the cor- 
~ poration’s capital loss from the disposition; 


Pre-RSC History: Paras. 53(1)(f.1). substituted, .(f.2) added by 


1979, c. 5, subsec. 14(1), applicable, as to para. 53(1)(f.1), in re- 
spect of dispositions of property after November 16, 1978, and, as 
to para. 53(1)(f.2), in respect of dispositions of property after 1971. 
Para. 53(1)(f.1) added by 1977-78, c. 1, subsec. 21(3), applicable in 
respect of dispositions occurring after March 31, 1977. 


Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to cost base. 


(g) [bond, mortgage, etc.] — where the prop- 
erty is a bond, debenture, bill, note, mortgage or 
similar obligation, the amount, if any, by which 
the principal amount of the obligation exceeds 
the amount for which the obligation was issued, 
if such excess was required by subsection 16(2) 
or (3) to be included in computing the income of 
the taxpayer for a taxation year cpninieneing 
before that’ time; 


(g.1) [indexed debt obligation] — where the 
property is an’ indexed debt obligation, any 
amount determined under © subparagraph 
~16(6)(a)(i) in respect of the obligation and re- 


S: 53(1)(h) 


quired to be included in computing the taxpayer’s 
income for a taxation year beginning before that 
time; 


Related Provisions: 53(2)(1. 1) — Reduction | in adjusted cost 
base — indexed debt obligation. 


History: Para. 53(1)(g. 1) added by 1994, °C. sh Sch. VIII (1993, c. 
24), subsec.-15(2), applicable with respect to indexed debt obliga- 
tions issuéd after October 16, 1991. 


(h) [land] — where the property is land of the 
taxpayer, any amount paid by the taxpayer or by 
another taxpayer in respect of whom the taxpayer 
was a person, corporation or partnership de- 
scribed in subparagraph (b)(4), (41) :or, (i1i)..of. the 
definition “interest on debt relating to the acquisi- 
tion of land” in subsection 18(3), after 1971 and 
before that time pursuant to a legal obligation to 
PAY). vie 
(i) aniteiat on debt relating to. the acquisition 
of land (within the meaning: csdbreaeade by sub- 
section 18(3)), or is 


(ii) property taxes (not including income or 
profits taxes or taxes imposed by. reference to 
the transfer of property) paid by the taxpayer 
in respect of the property to a province or to a 
Canadian municipality 


to the extent that that amount was neither deduct- 
ible because of subsection 18(2) in computing the 
taxpayer’s income from the land or from:a busi- 
ness for any taxation year beginning before that 
_time nor in computing the income of another per- 
son in respect of whom the taxpayer was a per- 
son, Corporation or partnership described in sub- 
paragraph (b)(1), (ii) or (iii) of the definition 
“interest on debt relating to the acquisition of 
land” in subsection 18(3), and was not included 
in or added to the cost to thatother person of any 
property otherwise than because of paragraph 
(d.3) or’ subparagraph (e)(xi); 
Related Provisions: 43.1(2) — Life estates in real property. 
History: Subpara. 53(1)(h)(i) substituted by 1994, Cy ay Sets Ul 
(1991, c. 49), subsec. 30(3), applicable to 1988 et seq. Subpara. 
53(1)(h)G) formerly -read: 
(i) interest on debt relating to iagianiable of land, or an 
* amount payable by the taxpayer for the land,.or 
That portion of para. 53(1)(h) following ‘subpara.: Gi): substituted by 
1994, c. 7, Sch: Il (1991, c. 49), subsec. 30(4), applicable to 1988 et 
seq. That portion formerly read: 
to the extent that that amount was not deductible by reason of 
subsection 18(2)-in computing the taxpayer’s income from 
the land or from a business’ for any taxation year commencing 
before, that time or, by reason of subsection 18(3), in comput- 
ing the income of another taxpayer in respect of whom the 
taxpayer was a person, corporation or partnership described 
in subparagraph (b)(i), (ii) or (ii) of the definition “interest 
‘on debt relating to the acquisition of land” in subsection 
18(3), where that amount was not included in the cost to that 
other taxpayer of any property other than by reason of para- 
graph (d.3) or subparagraph (e)(x1); 
Pre-RSC History: ‘That portion of para. 53(1)(h) preceding sub- 
para. (ii) substituted by 1988, c. 55; subsec. 30(6), applicable with 
respect to expenses incurred in 1988. et seg. That portion formerly 
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read: 


(h) where the property is land of the taxpayer, any amount 
paid by him after 1971 and before that time pursuant to a le- 
gal obligation to pay 
(i) interest on borrowed money used to acquire the land, 
or on an amount payable by him for the land, or 
That portion of para. 53(1)(h) following subpara. (ii) substituted by 
1988, c. 55, subsec. 30(7), applicable to 1988 et seg. That portion 
formerly read: 
to the extent that that amount was, by virtue of subsection 
18(2), not deductible in computing his income from the land 
or from a business for any taxation year commencing before 
that time; 


Interpretation Bulletins: IT-456R: Capital property — some ad- 

justments to cost base. 
(i) [land used in farming] — where the prop- 
erty is land used in a farming business carried on 
by the taxpayer, an amount in respect of each tax- 
ation year ending after 1971 and commencing 
before that time, equal to the taxpayer’s loss, if 
any, for that year from the farming business, to 
the extent that the loss 


(i) was not, by virtue of section 31, deductible 
in computing the taxpayer’s income for that 
year, 


(ii) was not deducted in computing the tax- 
payer’s taxable income for the taxation year in 
which the taxpayer disposed of the property or 
any preceding taxation year, 


(iii) did not exceed the total of 


(A) taxes (other than income or profits 
taxes or taxes imposed by reference to the 
transfer of the property) paid by the tax- 
payer in that year or payable by the tax- 
payer in respect of that year to a province 
or a Canadian municipality in respect of 
the property, and 


(B) interest, paid by the taxpayer in that 
year or payable by the taxpayer in respect 
of that year, pursuant to a legal obligation 
to pay interest on borrowed money used to 
acquire the property or on any amount as 
consideration payable for the property, 


to the extent that those taxes and interest were 
included in computing the loss, and 


(iv) did not exceed the remainder obtained 
when 


(A) the total of each of the taxpayer’s 
losses from the farming business for taxa- 
tion years preceding that year (to the ex- 
tent that they are required by this para- 
graph to be added in computing the 
taxpayer’s adjusted cost base of the 
property), 
is deducted from 


(B) the amount, if any, by which the tax- 
payer’s proceeds of disposition of the 
property exceed the adjusted cost base to 
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the taxpayer of the property immediately 
before that time, determined without refer- 
ence to this paragraph; 
Related Provisions: 96(1)(e) — Partnerships — gains to be com- 
puted without reference to para. 53(1)(i); 101 — Corresponding rule 
for partnerships; 111(1)(c), (d) — Farming loss carryovers; 
111(3) — Limitations on deductibility of loss carryover; 111(6) — 
Limitation. 
Pre-RSC History: Subpara. 53(1)(i)(ii) substituted by 1984, c. 1, 
subsec. 20(2), applicable to 1983 et seq., to substitute “deducted” 
for “deductible” and “preceding” for “previous”. 


Interpretation Bulletins: [T-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income. 1 


(j) [share taxed as stock option benefit] — 
where the property is a share and, in respect of its 
acquisition by the taxpayer, a benefit was deemed 
by section 7 to have been received in any taxation 
year ending after 1971 and commencing before 
that time by the taxpayer or by a person that did 
not deal at arm’s length with the taxpayer, the 
amount of the benefit so deemed to have been 
received; 


Related Provisions: 49(3)(b)— Where option to acquire 
exercised. 


Pre-RSC History: Para. 53(1)(j) substituted by 1985, c. 45, sub- 
sec. 22(2), applicable in computing the adjusted cost base of a share 
acquired after 1984. Para. 53(1)(j) formerly read: 


(j) where the property is a share in respect of the acquisition 
of which a benefit was deemed by section 7 to have been re- 
ceived by the taxpayer in any taxation year ending after 1971 
and commencing before that time, the amount of the benefit 
so deemed to have been received; 


Selected Cases [para. 53(1)(j)]: Mansfield v. The Queen, [1983] 
C.T.C. 97 (FCTD); aff'd [1984] C.T.C. 547 (FCA); leave to appeal 
to SCC refused (1985), 58 NR 237 (Debentures converted into com- 
mon shares constitute conferred employment benefit; value added to 
adjusted cost base). 


Interpretation Bulletins: IT-96R6: Options to acquire shares, 
bonds or debentures and by trusts to acquire trust units; IT-113R4: 
Benefits to employees — stock options. 


(k) [expropriation asset] — where the prop- 
erty is an expropriation asset of the taxpayer 
(within the meaning assigned by section 80.1) or 
an asset of the taxpayer assumed for the purposes 
of that section to be an expropriation asset 
thereof, any amount required by paragraph 
80.1(2)(b) to be added in computing the adjusted 
cost base to the taxpayer of the asset; 


Related Provisions: 53(2)(n) — Reduction in ACB of expropria- 
tion asset. 


Pre-RSC History: Para. 53(1)(k) added by 1973-74,.c. 14, subsec. 
13(1), applicable to 1972 et seq. 

(1) [interest in related segregated fund 
trust] — where the property is an interest in a re- 
lated segregated fund trust referred to in section 
[352, 


(i) each amount deemed by _ paragraph 
138.1(1)@) to be an amount payable to the 
taxpayer before that time in respect of that 


320 


Subdiv. c — Taxable Capital Gains 


interest, 


(ii) each amount required by subparagraph 
138.1(1)(g)(i) to be added before that time in 
respect of that interest, 


(i11) each amount in respect of that interest 
that is a capital gain deemed to have been al- 
located under subsection 138.1(4) to the tax- 
payer before that time, and 


(iv) each amount in respect of that interest that 
before that.time was deemed by subsection 
138.1(3) to be a capital gain of the taxpayer; 
Related Provisions: 53(2)(q) — Deductions from ACB of. re- 


lated segregated fund trust; 138.1(5) — ACB of property in related 
segregated fund trust. 


Pre-RSC History: Para. 53(1)(1) added by 1977-78, c. 1, subsec. 
21(4), applicable to 1978 et seq. 


1.T. Application Rules: 26(4) (where property owned since 
before 1972). 


(m) [offshore investment fund property] — 
where the property is an offshore investment fund 
property (within the meaning assigned by subsec- 
tion 94.1(1)), 


(1) any amount included in respect of the prop- 
erty by virtue of subsection 94.1(1) in com- 
puting the taxpayer’s income for a taxation 
year commencing before that time, or 


(i1) where the taxpayer is a controlled foreign 
affiliate (within the meaning of subsection 
95(1)), of a person resident in Canada, any 
amount included in respect of the property in 
computing the foreign accrual property in- 
come of the controlled foreign affiliate by rea- 
son of the description of C in the definition 
“foreign accrual property income” in subsec- 
tion 95(1) for a taxation year commencing 
before that time; 

Pre-RSC History: Subpara. 53(1)(m)(ii) substituted by 1985, c. 


45, subsec. 22(3), applicable after 1984. Subpara. 53(1)(m)(ii) for- 
merly read: 


(ii) where the taxpayer is a controlled foreign affiliate, within 
the meaning of paragraph 95(1)(a), of a person resident in 
Canada, any amount included in respect of the property in 
computing the income of the person by virtue of subpara- 
graph 95(1)(b)(ii.1) for a taxation year commencing before 
that time. 


Para. 53(1)(m) added by 1984, c.-45, s. 14, applicable after 1984. 


Pre-RSC History [former para. 53(1)(m)]: Para. 53(1)(m) re- 
pealed by 1980-81-82-83,.c. 140, subsec.:22(4), applicable with re- 
spect to dispositions occurring after November 12, 1981. Para. 
53(1)(m) formerly read: 


(m) where the property is an interest in an annuity contract, 
other than a life annuity contract as defined by regulation 
made under subsection 16(4), each amount in respect thereof 
that was included by virtue of subsection 12(3) in computing 
the income of the taxpayer for any taxation year commencing 
before that time. 


Para. 53(1)(m) added by 1980-81-82-83, c. 48, subsec. 22(4), appli- 
cable in determining the adjusted cost base of an interest inan annu- 
ity contract after October 28, 1980. 


(n) [surveying and valuation costs] — the 
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reasonable costs incurred by the taxpayer, before 
that time, of surveying or valuing the property for 
the purpose of its acquisition or disposition (to 
the extent that those costs are not deducted by the 
taxpayer in computing the taxpayer’s income for 
any taxation year or attributable to any other 
property), 

Related Provisions: 20(1)(dd) — Deduction for site investiga- 

tion expenses. 


Pre-RSC History: Para. 53(1)(n) added by 1985, c. 45, subsec. 
22(4), applicable with respect to costs incurred after 1984. 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. 


(o) [real property — remainder interest] — 
where the property is real property of the tax- 
payer, any amount required by paragraph 
43.1(2)(b) to be added in computing the adjusted 
cost base to the taxpayer of the property; 
History: Para. 53(1)(o) added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 15(3), applicable in computing the adjusted cost base of 
property after December 20, 1991. 


(p) [flow-through entity after 2004] — where 
the time is after 2004 and the property is an inter- 
est in or a share of the capital stock of a flow- 
through entity (within the meaning assigned by 
subsection 39.1(1)), the amount determined by 
the formula 


B 
eX =e 
C 


where 


A is the amount, if any, that would, if the defini- 
tion “exempt capital gains balance” in subsec- 
tion 39.1(1) were read without reference to 
“that ends before 2005’’, be the taxpayer’s ex- 
empt capital gains balance in respect of the 
entity for the taxpayer’s 2005 taxation year, 


B is the fair market value at that time of the 
property, and 


C is the fair market value at that time of all the 
taxpayer’s interests in or shares of the capital 
stock of the entity; and 

Related Provisions: 53(1)(r) — Increase in ACB before 2005. 
History: Para. 53(1)(p) added by 1995, c. 3, subsec. 14(3), applica- 
ble to 1994 et seq. 

(q) [history preservation rules — debt for- 

giveness] — any amount required under para- 

graph (4)(b), (5)(b), (6)(b), 47(1)(d), 493.01)(b), 

51(1)(d.2), 86(4)(b) or 87(5.1)(b) or (6.1)(b) to be 

added in computing the adjusted cost base to the 
taxpayer of the property. 


History: Para. 53(1)(q) added by 1995, c. 21, subsec..17(2), appli- 
cable to taxation years that end after February 21, 1994. 


S. 53(1)(r) Income Tax Act, Part I, Div. B 


tie pry stock o 5b feb 
eet — he formula — 


(1.1) Deemed contribution of capital — For the 
purposes of paragraph (1)(c), where there has been a 
disposition of property before May 7, 1974, and 


(a) the taxpayer and the corporation referred to in. 
that paragraph have made an election under sec- 
tion 85 in respect of that property, and 


(b) the consideration received by the taxpayer for 
the property did not include shares of the otha 
stock of the corporation, 


the disposition of property ‘shall be deemed to be a 
contribution of capital cea to. the amount, if any, 
by which 


(c) the amount that the taxpayer and the corpora- 
-- tron have agreed on in the election 


exceeds 
(d) the fair market value at the time of the dispo- 
sition of any consideration received by the tax- 
payer for the property so disposed of. 

Pre-RSC History: Subsec. 53(1.1) added by 1974-75-76, c. 26, 

subsec. 24(6), applicable in respect of contributions of capital oc- 


curring before May 7, 1974 in computing the aaTstes cost base of a 
property after LOA 


Interpretation Bulletins: IT-456R: Capital property — some ad- 
Ub es aga to cost base. 


(2) Amounts to be deducted [from ACB] — In 
computing the adjusted cost base to a taxpayer of 
property at any time, there shall be deducted such of. 
the following amounts in respect of the PLOREMY.: as 
are applicable: 


(a) [Share] — where the property is a share of 
the capital stock of a corporation resident in Can- 
ada, 


(i) any amount received by the taxpayer after 
1971 and before that time as, on account or in 
lieu of payment of, or in satisfaction of, a-div- 
idend on the share (other than a taxable divi-. 
dend or a dividend in respect of which the 
corporation paying the dividend has elected in 
accordance with subsection 83(2) or (2.1) in 
respect of the full amount thereof), 


(ii) any amount received by the taxpayer after 

_1971 and before that time on a reduction of 
the paid-up capital of the corporation in re- 
spect of the share, except to the extent that the 
amount is deemed by subsection 84(4) or (4.1) 
to be a dividend received by the taxpayer, 


(iii) any amount required to be deducted 
before that time under section 84.1 of the In- 
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come. Tax Act; chapter 148 of the Revised 
Statutes of Canada, .1952, as it applied before 
May 23, 1985 in computing the adjusted cost 
base to the taxpayer of the share, and 


- (iv) any amount, to the extent that such | 
- amount is not proceeds. of disposition of a 
share, received by the taxpayer before that 


time that would, but for subsection 84(8), be 


-,deemed by,,subsection 84(2) to be a dividend 
received’ by the taxpayer; 

Related Provisions: 40(2)(h), (i) —'Limitation on capital loss on 
certain shares; 52(8) — Cost to non-resident of share-of corporation 
that becomes resident in Canada; 91(6) — Amounts deductible in 
respect of dividends received. 
History: Subpara. 53(2)(a)(ii) substituted by 1994, c. 7, Sch. II 
(1991; c. 49), subsec. 30(5), to add reference to subpara. 84(4.1), 


applicable for the purpose of computing the adjusted cost base of | 


any share after 1989. » 
Pre-RSC History: See end of subsec. 53(2). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Aci, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to. cost base. 


Advance Tax. Rulings: ATR- 54: Radantion of paid-up capital. 
- (b) [Share of non-resident corporation] — 
where: the property is a share of the,capital stock 
of a corporation not resident in Canada, 


(i) -any. amount» required. by paragraph - 


80.1(4)(d) or section. 92. to be deducted in 
computing the adjusted cost base to the tax- 
payer of the share, and 


(ii) any amount received by the taxpayer after 
1971 and.-before that time on a reduction of 
the, paid-up capital of the corporation in re- 
| spect of the share; . 
Related Provisions: 52(8)— Cost to non- alotdnrn of share of 
corporation that becomes resident in Canada. 
Pre-RSC History: See end of subsec, 53(2). 
 (b.1) [capital interest. in non-resident 
trust] — where the property is a capital. interest 
of the taxpayer in a trust to which paragraph 
94(1)(d) applies, any amount required by para- 
graph 94(5)(b) to be deducted,in computing the 
_adjusted cost base to the taxpayer of.the interest; 
Pre-RSC History: See end of subsec. 53(2). 


(b:2) [property of corporation after change 
in control] — where the property is property of 
a corporation control of. which was acquired by a 
person or group of persons at or before that time, 
any. amount, required by. paragraph 111(4)(c) to 
be deducted.in computing: the adjusted cost base 
of the property; “ ) 

Related Provisions: 142.4(1)“tax basis”(q) — Disposition of 

specified debt obligation by financial institution. 

Pre-RSC History: See end of subsec. 53(2). 


(c) [partnership interest] — where the prop- 
erty is an interest in a partnership, 


(i) an amount in respect of each’ fiscal period 
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of the partnership: ending, after: 1971 and 
before that time, equal to the total of amounts 
each of, which is the taxpayer’s share (other 


than.a share under an agreement referred to in 


subsection 96(1.1)) of any loss of the-partner- 


ship from: any. source for that. fiscal period, 


computed as if this Act were read. jvithout ref- 
erence to | 


(A) the phate set out in-Subsection 
14(5) and: paragraph 38(b),. 

(A.1) paragraph 18 1). 1), 

(B) paragraphs 12(1)(0) and (z.5), 
18(1)(m) and 20(1)(v.1), section 31, sub- 
section 40(2), section 55 ‘and sabsections 
69(6) and (7) of this Act and paragraphs 
~20(1)(gg) and 81(1)(ry and (s) of the In- 
come Tax Act, chapter 148 of the Revised 
‘Statutes of Canada, 1952, and © 


~(C) subsections 112(3.1) and (4.2), 


except to ie extent that all or a portion of 
such a loss may reasonably be considered to 
have been. included in the taxpayer's ,limited 
partnership loss in respect of, the partnership 
for the.taxpayer’s taxation year in which that 
_ fiscal. period. ended, 


S. 53(2)(e)G.D) 


(i.1) an amount in respect of each fiscal period 
of the partnership ending before that time that 
is the taxpayer’s limited partnership loss in re- 
spect of the partnership for the taxation year 
in which that fiscal period ends to the extent 
that such loss was deducted by the taxpayer in 
computing the taxpayer’s taxable income for 
any taxation year that commenced before that 
time, 


(i.2) any amount deemed by subsection 
40(3.12) to be a loss of the taxpayer for a tax- 
ation year from a disposition before that time 
of the property, 


(1.3) where at that time the taxpayer would be 
a member described in subsection 40(3.1) of 
the partnership, if the fiscal period of the part- 
nership that includes that time ended at that 
time, the unpaid principal amount of any debt 
of the taxpayer at that time in respect of which 
recourse against the taxpayer is limited, either 
immediately or in the future and either abso- 
lutely or contingently, and that can reasonably 
be considered to have been used to acquire the 
property, 


(i.4) if the taxpayer is a member of the part- 
nership who was a specified member of the 
partnership at all times since becoming a 
member of the partnership or the taxpayer is 
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at that time a limited partner of the partnership 
for the purposes of subsection 40(3.1), the 
amount 


(A) deducted under subsection 34.2(4) in 
computing the taxpayer’s income for the 
taxation year in respect of the interest, 
where that time is in the taxpayer’s first 
taxation year in which a qualifying fiscal 
period (within the meaning assigned by 
subsection 34.2(1)) of the business carried 
on by the taxpayer as a member of the 
partnership ends and is after the end of that 
period, and 


(B) where that time is in any other taxation 
year, deducted under subsection 34.2(4) in 
respect of the interest in computing the 
taxpayer’s income for the taxation year 
preceding that other year 


unless 


(C) that time is immediately before a dis- 
position of the interest and no amount is 
deductible under subsection 34.2(4) in re- 
spect of the interest in computing the tax- 
payer’s income for the taxation year fol- 
lowing the taxation year that includes that 
time, 


(D) the taxpayer has December 31, 1995 
income in respect of the business because 
of section 34.1, or 


(E) the taxpayer’s partnership interest was 
held by the taxpayer on February 22, 1994 
and is an excluded interest (within the 
meaning assigned by subsection 40(3.15)) 
at the end of the fiscal period of the part- 
nership that includes that time, 


(ii) an amount in respect of each fiscal period 
of the partnership ending after 1971 and 
before that time, other than a fiscal period af- 
ter the fiscal period in which the taxpayer 
ceased to be a member of the partnership, 
equal to the taxpayer’s share of the total of 


(A) amounts that, but for paragraph 
96(1)(d), would be deductible in comput- 
ing the income of the partnership for the 
fiscal period by virtue of the provisions of 
the Income Tax Application Rules relating 
to exploration and development expenses, 


(B) the Canadian exploration and develop- 
ment expenses and foreign exploration and 
development expenses, if any, incurred by 
the partnership in the fiscal period, 


(C) the Canadian exploration expense, if 
any, incurred by the partnership in the fis- 
cal period, 


(D) the Canadian development expense, if 
any, incurred by the partnership in the fis- 
cal period, and 
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(E) the Canadian ‘oil and gas property ex- 
pense, if any, incurred, by the partnership 
in the fiscal period, 


(iii) any amount deemed : by. subsection 
110.1(4) or 118.1(8) to have been a gift made, 
or by subsection 127(4.2) to have been an 
amount contributed, by the taxpayer by reason 
of the taxpayer’s membership in the partner- 
ship at the end of a fiscal period of the part- 
nership ending before that time, 


(iv) any amount required by section 97 to be 
deducted before that time in computing the 
adjusted cost base to the taxpayer of the 
‘Interest, 


(v) any amount received by the taxpayer after 
1971 and before that time as, on account or in 
lieu of payment of; or in satisfaction of, a dis- 
tribution of the taxpayer’s share (other than a 
share under an agreement referred to in sub- 
section 96(1.1)) of the partnership profits or 
partnership capital, 
Selected Cases [subpara. 53(2)(c)(v)]: Stursberg (R.K.G.) v. 
MNR, [1993] 2 C.T.C. 76 (FCA) (Transactions. resulting in reduc- 
tion of partner’s share and corresponding increase of another part- 
ner’s share was disposition of part of first a Ss interest, not dis- 
tribution of capital). 


(vi) an amount equal to that portion of all 
amounts deducted under subsection 127(5) in 
computing the tax otherwise payable by the 
taxpayer under this Part for the taxpayer’s tax- 
ation years ending before that time that may 
reasonably be attributed to amounts added in 
computing the investment tax credit of the 
taxpayer by virtue of subsection 127(8), 


(vii) any amount added pursuant to subsection 
127.2(4) in computing the taxpayer’s share- 
purchase tax credit for a taxation year ending 
before or after that time, 


(viii) an amount equal to 50% of the amount 
deemed to be designated pursuant to subsec- 
tion’ 127.3(4) before that time in’ respect of 
each’ share, debt obligation or right’ acquired 
by the partnership and deemed to have been 
acquired by. the taxpayer under that 
‘subsection, 


(ix) the amount of all assistance received by 
the taxpayer before that:time that has resulted 
in a reduction of the capital cost of a deprecia- 
ble property to the partnership by virtue of 
subsection: 13(7.2),, 


(x) any amount deductible by the taxpayer 
under subparagraph 20(1)(e)(vi) in respect of 
the partnership for a taxation year of the tax- 
payer ending at or after that time, and 

(xi) any amount required by paragraph 
110.6(23)(b) to be deducted at that time in 
computing the adjusted cost base to the tax- 
payer of the interest; 


S. 53(2)(e) 


Related Provisions: 40(3) — Deemed gain when ACB becomes 
negative; 40(3.13) — Artificial transactions affecting partnership 
capital; 53(1)(e) — Addition to adjusted cost base — partnership in- 
terest; 66.8(1) — Resource’ expenses of: limited. partner; 
70(6)(d.1) — Where transfer or distribution to spouse or trust; 
70(9.2)(c)(ii1) — Transfer of family farm corporations and partner- 
Transfer of family farm corporation or part- 
nership from spouse’s trust to children of settlor; 80(1)““excluded 
obligation” (a)(iit))— Debt forgiveness rules do not apply where 
amount deducted in computing ACB (e.g., under 53(2)(c)(i.3)); 
87(2)(e.1) — Amalgamations — partnership interest; 87(2)(.6) — 
Amalgamations — continuing corporation; 96(2.2)(c) — At-risk 
amount — amount deducted under 53(2)(c)(i.3); 98(1)(c) — Dispo- 
sition of partnership property; 100(2) — Gain from disposition of 
interest in partnership; 127(12.2) — Interpretation; 248(16) — 
GST — input tax credit and rebate; 248(18) — GST — repayment 
of input tax credit. 

History: Cl. 53(2)(c)(i)(B) amended by 1997, c. 25, subsec. 7(2), 


applicable for the purpose of computing the adjusted cost base of 
property after 1996. Cl. (i)(B) formerly read: 


(B) paragraphs 12(1)(0), 18(1)Gn), 20(1)(v.1), section 31, 
subsection 40(2), section 55 and subsections 69(6) and (7) of 
this Act and paragraphs 20(1)(gg) and 81(1)(r) and (s) of the 
Income Tax Act, chapter 148 of the Revised Statutes sof Can- 
ada, 1952, and 


Subpara. 53(2)(c)(.4) added by 1996, c: 21, s. 12, spkeable after 
1994. 


Subparas. 53(2)(c)(i.2) and, (1.3) added by 1995, c. 3, subsec. 14(4), 
subpara. (i.2) applicable after February 21, 1994, and (i.3) applica- 
ble to debts entered into by a taxpayer after September 26, 1994 
other than such a debt entered into pursuant to an agreement in writ- 
ing entered into by the taxpayer before September 27, 1994. 


Subpara. 53(2)(c)(xi) added by 1995, c. 3, subsec. 14(5), applicable 
to 1994 et seq. 


Pre-RSC History: See end of subsec.,53(2). 


I.T. Application Rules: 26(9)—(9.4) (where taxpayer became part- 
ner before 1972); 69 (meaning of “Jncome Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-138R: Computation and flow- 
through of partnership income; IT-242R: Retired partners; IT- 
278R2: Death of a partner or of a retired partner; IT-338R2: Part- 
nership interests — effects on ACB of admission or retirement of a 
partner; IT-341R3: Expenses of issuing or selling shares, units in a 
trust, interests in a partnership or syndicate, and expenses of bor- 
rowing money; IT-353R2: Partnership interests —some adjust- 
ments to cost base; IT-358: Partnerships — deferment of fiscal 
year-end. 


I.T. Technical News: No. 5 (adjusted cost base of partnership 
interest); 9 (calculation of ACB of a partnership, interest); 


Forms: T2065: Determination of adjusted cost base of a partner- 
ship interest; T5015: Reconciliation of partner’s capital account; 
T5016: Partner’s share of partnership capital. 


(d) [part of property retained] — where the 
property is such that the taxpayer has, after 1971 
and before that time, disposed of a part of it while 
retaining another part of it, the amount deter- 
mined under section 43 to, be the adjusted cost 
base to the taxpayer of the part so disposed of; 
Interpretation Bulletins: IT-200: Surface rentals and farming 
operations. 
(e) [share] — where the property is a share, or 
an interest in or a right to a share; of the capital 
stock of a corporation acquired before August, 
1976, an amount equal to any expense incurred 
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by the taxpayer in consideration therefor, to the 
extent that the expense was, by virtue of 


(i) paragraph (e) of the definition “Canadian 
exploration and development expenses” in 
subsection 66(15), a Canadian exploration and 
development expense, 


(ii) paragraph (i) of the definition “Canadian 
exploration expense” in subsection 66.1(6), a 
Canadian exploration expense, 


(iii) paragraph (g) of the definition “Canadian 
development expense” in subsection 66.2(5), 
a Canadian development expense, or 


(iv) paragraph (c) of the definition “Canadian 
oil and gas property expense” in subsection 
66.4(5), a Canadian oil and gas property 
expense 


incurred by the taxpayer; 
Pre-RSC History: See end of subsec. 53(2). 


(f) [consideration from joint exploration 
corporation] — where the property was re- 
ceived by the taxpayer as consideration for any 
payment or loan 


(i) made before April 20, 1983 by the tax- 
payer as a shareholder corporation (within the 
meaning assigned by subsection 66(15)) to a 


joint exploration corporation of a share- 
holder, and 


(ii) described in paragraph Qo of the definition 
“agreed portion” in subsection 66(15), : 


or the property was substituted for such a prop- 
erty, such portion of the payment or loan as may 
reasonably be considered to be related to an 
agreed portion (within the meaning assigned by 
subsection 66(15)) of the joint exploration corpo- 
ration’s 


(iii) Canadian exploration and development 


expenses, 
(iv) Canadian exploration expense, 
(v) Canadian development expense, or 
(vi) Canadian oil and gas property expense, 
as the case may be; 7 
Related Provisions: 248(5) — Substituted property. 
Pre-RSC History: See end-of subsec. 53(2). 


(f.1) [share of joint exploration corpora- 
tion] — where the property is a share of the capi- 
tal stock of a joint exploration corporation resi- 
dent in Canada and the taxpayer has, after 1971, 
made a contribution of capital to the corporation 


otherwise than by way of a loan, which contribu- 


tion was included in computing the adjusted cost 
base of the property by virtue of paragraph (1)(c), 
such portion of the contribution as may reasona- 
bly be considered to be part of an agreed portion 
(within the meaning assigned by subsection 
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66(15)) of the corporation’s 


(i) Canadian exploration and development 
expenses, | 


(ii) Canadian exploration expense, 
(iii) Canadian development expense, or 
(iv) Canadian oil.and gas property expense, 
as the case may be; 
Pre-RSC History: See end of subsec. 53(2). 


(f.2) [resource expenses renounced by 
joint exploration corporation] — any 
amount required by paragraph 66(10.4)(a) to be 
deducted before that time in computing the ad- 
justed cost base to the taxpayer of the property; 


Advance Tax Rulings: ATR-60: Joint exploration corporations. 


(g) [debt forgiveness] — where section 80 is 

applicable in respect of the taxpayer, the amount, 

if any, by which the adjusted cost base to the tax- 

payer of the property is required in prescribed 

manner to be reduced before that time; 
Regulations: 5400(1)(c)-(e) (prescribed manner). 


(g.1) [history preservation rules — debt 
forgiveness] — any amount required under 
paragraph (4)(a), (5)(a), (6)(a), 47C.)(C), 
49(3.01)(a), 51(1)(d.1), 86(4)(a) or 87(5.1)(a) or 
(6.1)(a) to be deducted in computing the adjusted 
cost base to the taxpayer of the property or any 
amount by which that adjusted cost base is re- 
quired to be reduced because of subsection 80(9), 
CLO} OR CLT. | 
Related Provisions: 80,03(2), (3)-— Gain on subsequent “sur- 
render” of property; 80.03(4) — Gain on other subsequent disposi- 
tion of property; 80.03(6) — When property deemed acquired; 
107(1)(a) — Reduction in gain: on disposition of capital interest in 
trust. 
History: Para. 53(2)(g.1) added by 1995, c. 21, subsec. 17(3), ap- 
plicable to taxation years that end after February 21, 1994. 


Interpretation Bulletins: IT-96R6: Options to acquire shares, 
bonds or debentures and by trusts to acquire trust units. 


(h) [capital interest in trust] — where the 
property is a capital interest of the taxpayer in a 
trust (other than an interest in a personal trust ac- 
quired by the taxpayer for no consideration or an 
interest of the taxpayer in a trust described in any 
of paragraphs (a) to (d) of the definition “trust” in 
subsection 108(1)), 


(1) any amount paid to the taxpayer ‘By the 
trust after 1971 and before that time as a dis- 
tribution or payment of capital by the trust 
(otherwise than as proceeds of disposition of 

-- the interest or part thereof), to the extent that 
the amount became payable before 1988, 


(i.1) any amount that has become payable to 
the taxpayer by the trust after 1987 and before 
that time in respect of the interest (otherwise 
than as proceeds of disposition of the interest 
or part thereof), except to the extent of the 
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portion thereof 


(A) that was included in the Bpackers s in- 
come by reason of subsection..104(13) .or 
from which an amount of tax was, deducted 
under: Part XIII by. reason of rabagparaph 
212(1)(c),, or 


(B) where the trust was fee Qeieit in Cathda 
throughout its taxation year in’ which the 
amount became payable 


(I) that is equal to '/; of the amount des- 
ignated by the trust under ‘subsection 
104(21) in respéct of the taxpayer, or 


(II) that was designated by the trust 
~ under subsection 104(20) in’ respect of 
the taxpayer, 


(i), an amount equal to that portion of all 
amounts deducted under subsection 127(5) in 
computing the tax otherwise payable by the 
taxpayer under this Part for the taxpayer’s tax- 
ation years ending before that time that may 
reasonably be attributed to amounts added in 
computing the investment tax credit of the 
taxpayer by virtue of subsection 127(7), 


(iii) any amount added pursuant to subsection 
127.2(3) in computing the taxpayer’s. share- 
purchase tax credit for a taxation year ending 
before or after that time, 


(iv) an amount equal to 50% of the amount 
~ deemed to be designated pursuant to. subsec- 

tion 127.3(3).before that time in respect of 

each share, debt obligation or right acquired 

by the trust and deemed to have been acquired 
~ by the taxpayer under that subsection, and 


(v) an amount equal to the amount of all assis- 
tance received by the taxpayer before that 
time that has resulted in a reduction of the 
capital cost of a depreciable property to the 
trust by virtue of subsection 13(7:2); 


- Related Provisions: 53(1)(d.1) — Additions to adjusted cost 
base — capital interest in-a trust; 53(2)(i), (j) — further deduction 
from ACB of interest ina trust; -87(2)G.6) — Amalgamations — 
continuing corporation; 104(20) — Designation re non-taxable divi- 
dends; 104(24)— Whether..amount payable to beneficiary; 
127(12.2) — Interpretation; 248(1) “personal. trust” — Where \inter- 
est deemed acquired for no consideration. 


Pre-RSC History: See end of subsec..53(2). 


Interpretation Bulletins: [T-342R: Trusts: Income ipo to 
beneficiaries; IT-381R3: Trusts —.capital gains and losses, and the 
flow-through of taxable capital gains to beneficiaries; IT-390: Unit 
trusts — cost of rights and adjustments to cost base; IT-456R: Capi- 
tal property — some adjustments to cost base. 


(i) [capital. interest in’ non-resident 
trust] — where the property is a capital interest 
in a trust (other than a unit trust) not resident in 
Canada that was purchased after 1971 by the tax- 
payer from a non-resident person at a time when 
the fair market value of such of the trust property 
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as was 
(i) a Canadian resource property, 
(ii) [Repealed under former Act] 
(iii) an income interest in a trust resident in 
Canada, 
(iv); taxable Canadian. blesses ey or 
(v)' a timber resource property 
was not less than 50% of the total of 


(vi) the fair market value of all the trust prop- 
erty, and 


. (vii) the amount of any money of the trust on 
UAL scecy 


that proportion of fae amount, if any, a which 


(viii) the fair market value at that time of such 
of the trust property as was property: described 
in subparagraphs (1) to (v) 

exceeds - 


(ix) the total of the cost amounts to the trust at 
that time of such of the trust properties as 
were pugpenties: described in subparagraphs (i) 
to (v), 
that the fair market value at that time of the inter- 
est is of the fair market value at that time of all 
capital interests in the trust; 
Related Provisions: 53(3).— Application. of 53(2)(i) and (j). 
-_ Pre-RSC History: See end of subsec: 53(2). 


(j) [unit of non-resident unit trust] — where 
the property is a unit’of a unit trust not resident in 
Canada that was purchased after 1971 by the tax- 
payer from a-non-resident:person. at a time when 
the fair market value of such of the trust property 
as was rsp | 
. (i) a-Canadian resource property, 
(11) [Repealed under former Act] 


(iil) an income interest in a trust resident in 
Canada, 


(iv). taxable Canuaat property, or 
(v) a timber resource property 
was not less than 50% of the totalbof.: 


(vi) the fair market value of all the trust prop- 
erty, and 


(vii) the amount of any money of the trust on 
hand, 


that proportion of the amount, if any, by which 


(vili) the fair market value at that time of such 
of the trust property as was plopicety described 
in subparagraphs (i) ‘to (Vv), 

exceeds 


(ix) the total of the cost amounts to the trust at 
that time of such of the trust properties as 
were Ant ace desetibed't in a (i) 
to (v), 
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that the fair market value at that time of the unit 
is of the fair market value at that time of all of the 
issued units of the trust; 


Related Provisions: 53(3) — Application of 53(2)(i) and (j). 
Pre-RSC History: See end of subsec. 53(2). 


(k) [assistance received or receivable] — 
where the property was acquired by the taxpayer 
after 1971, the amount, if any, by which the total 
of 


(i) the amount of any assistance which the tax- 
payer has received or is entitled to receive 
before that time from a government, munici- 
pality or other public authority, in respect of, 
or for the acquisition of, the property, whether 
as a grant, subsidy, forgivable loan, deduction 
from tax not otherwise provided for under this 
paragraph, investment allowance or as any 
other form of assistance other than 


(A) an amount described in paragraph 
37(1)(d), 

‘(B) an amount deducted as an allowance 
under section 65, 


(C) the amount of prescribed assistance 
that the taxpayer has received or is entitled 
to receive in respect of, or for the acquisi- 
tion of, shares of the capital stock of a pre- 
scribed venture capital corporation or a 
prescribed labour-sponsored venture capi- 
tal corporation or shares of the capital 
stock of a taxable Canadian corporation 
that are held in a prescribed stock savings 
plan, or 


(D) an amount included in income by vir- 
tue of paragraph 12(1)(u) or 56(1)(s), and 


(ii) all amounts deducted under subsection 
127(5) or (6) in respect of the property before 
that time, 


exceeds such part, if any, of the assistance re- 
ferred to in subparagraph (i) as has been repaid 
before that time by the taxpayer pursuant to an 
obligation to repay all or any part of that 
assistance; 

Reiated Provisions: 39(13) — Repaid assistance deemed a capi- 

tal loss; 125.4(5) — Canadian film/video credit is deemed to be as- 

sistance; 127(12.2) — Interpretation; 127.4(1)‘net cost’(b) — La- 

bour-sponsored venture capital corporation; 248(16) — GST input 

tax. credit and rebate deemed to be assistance; 248(18) — GST — 

repayment of input tax credit. 

History: Cl. 53(2)(k)(i)(C) substituted by 1994, c. 21, s. 22, appli- 

cable to 1991 et seq. That cl. formerly read: 
(C) the amount of any prescribed assistance received by the 
taxpayer that has been provided in respect of, or for the ac- 
quisition of, shares of the capital stock of a prescribed venture 
capital corporation or a prescribed labour-sponsored venture 
capital corporation or shares of the capital stock of a taxable 
Canadian corporation that are held in a prescribed stock sav- 
ings plan, or 

Pre-RSC History: See end of subsec. 53(2). 

Regulations: 6700, 6700.1 (prescribed venture capital corpora- 
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tion); 6701 (prescribed labour-sponsored venture capital corpora- 
tion); 6702 (prescribed assistance); 6705 (prescribed stock savings 
plan). 


Interpretation Bulletins: IT-273R: Government assistance — 
general comments. 


(1) [debt obligation] — where the property is a 
debt obligation, any amount that was deductible 
by virtue of subsection 20(14) in computing the 
taxpayer's income for any taxation year com- 
mencing before that time in respect of interest on 
that debt obligation; 


Pre-RSC History: See end of subsec. 53(2). 


(1.1) [indexed debt obligation] — where the 
property is an indexed debt obligation, 


(i) any amount determined under subpara- 
graph 16(6)(a)(ii) in respect of the obligation 
and deductible in computing the income of the 
taxpayer for a taxation year beginning before 
that time, and 


(ii) the amount of any payment that was re- 
ceived or that became receivable by the tax- 
payer at or before that time in respect of an 
amount that was added under paragraph 
(1)(g.1) to the cost to the taxpayer of the 
obligation; 

Related Provisions: 53(1)(g. PEN UL p to adjusted cost 

base — indexed debt obligation. 


History: Para. 53(2)(1.1) added by 1994, c. 7, Sch. VHT (1993, c. 
24), subsec. 15(4), applicable with respect to indexed debt obliga- 
tions issued after October 16, 1991. 


(m) [amounts deducted from income] — 
such part of the cost to the taxpayer of. the prop- 
erty as was deductible (otherwise than by virtue 
of this subdivision) in computing the taxpayer’s 
income for any taxation year commencing before 
that time and ending after 1971; 


Pre-RSC History: See end of subsec. 53(2). 


Interpretation. Bulletins: IT-350R: Investigation of site; IT- 
456R: Capital property — some adjustments. to cost base. 


(n) [expropriation asset] — where the prop- 
erty 1S an expropriation asset of the taxpayer 
(within the meaning assigned by section 80.1) or 
an asset of the taxpayer assumed for the purposes 
of that section to be an expropriation asset 
thereof, any amount required by paragraph 
80.1(2)(b) to be deducted in computing the ad- 
justed cost base to the taxpayer of the asset; 


Related Provisions: 53(1)(k) — Addition to ACB of expropria- 
tion asset. 


Pre-RSC History: See end of subsec. 53(2). 


(o) [right to receive partnership prop- 
erty] — where the property is a right to receive 
partnership property within the meaning assigned 
by paragraph 98.2(a) or 100(3)(a), any amount 
received by the taxpayer in full or partial satisfac- 
tion of that right; 


Pre-RSC History: See end of subsec. 53(2). 
(p) [debt owing by corporation] — where the 
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property is a debt owing to the taxpayer by a cor- 
poration, any amount required to be deducted 
before that time under section 84.1 of the Income 
Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it applied before May 23, 1985 


or subsection 84.2(2):in computing the’ adjusted | 


cost base to the taxpayer of the debt; 
Pre-RSC History: See end of subsec. 53(2). 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 


148 of the Revised Statutes of Canada, 1952”). 


(q) [interest in related segregated fund | 


trust] — where the property is an interest in a re- 
lated segregated fund trust referred to in section 
138.1, 


(i) each amount in respect of that interest that 
_ 1s a capital loss deemed to have been allocated 


under subsection 138.1(4) to the taxpayer 


before that time, and 


(ii) each amount in respect of that interest that 
before that time was deemed by ‘subsection 
138.1(3) to be a capital loss of the taxpayer; 


Related Provisions; 53(1)(1) — Addition, to ACB of interest in 
related segregated fund trust; 138.1(5)-— ACB of property in. re- 
lated segregated fund trust. 


Pre-RSC History: See end of subsec. 53(2). 
(r) [Repealed under former Act] 
Pre-RSC History; See end of subsec. 53(2). 


«(s) [amount elected under 53(2.1)] — the 
amount, if any, by which 


(i) the amount elected by the taxpayer before 
that time. under subsection (2.1) 


exceeds 


(ii) any repayment before that time by the tax- 


payer of an amount received by the taxpayer 
as described in subsection (2.1) that may rea- 
sonably be considered to relate to the amount 


elected where the repayment is made pursuant 


to a legal obligation to repay all 0 or any part of 
the amount SO received; 

Related Provisions: 12(1)(t) — Income inclusion — investment 

tax credit; 12(1)(x) — Payments as inducement or as reimbursement 

etc.; 39(13) — Repayment of assistance; 40(3)-—— Deemed capital 

gain when ACB goes negative; 53(2.1)— Election; 87(2)(G.6) — 

Amalgamations — continuing corporation. 


Pre-RSC History: See end of subsec. 53(2). 
(t) [right to acquire shares] — where the 
property is a right to acquire shares under an 
agreement, any amount required by paragraph 
164(6.1)(b) to be deducted in computing the ad- 
justed cost base to the taxpayer of the’ right; 


History: Para. 53(2)(t) added by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 15(5), applicable after July 13, 1990. 


I1.T. Application Rules: 26(3). 


Interpretation Bulletins: IT-456R: Capital property — some ad- 


justments to cost base. 


(u) [non-qualifying real. property] — where 
the property was at the end of February 22, 1994 


S. 53(2) 


a non-qualifying real property (within the mean- 
ing, assigned by, subsection 110.6(1) as. that, sub- 
section applies to the 1994 taxation year) of a 
taxpayer, any amount required by. paragraph 
110,6(21)(b) to be deducted in computing the ad- 
Jjusted, cost base to the taxpayer of the property; 
and. 


History: Para. 53(2)(u) added by 1995, c. 3, subsec. 14(6), applica- 
ble to 1994 et seq. 


(v) [excessive capital gains election] — 
where the taxpayer elected under subsection 
110.6(19) in respect of the property, any amount 
“required by subsection 110.6(22) to be deducted 
_in computing the adjusted cost base to the tax- 
payer. of the property at that time. 


History: Para. '53(2)(v) added’by 1995, c. 3, subsec. 14(6), applica- 
ble to 1994 et seq. 


Pre-RSC History [subsec. mi vac Cl. 53(2)(c)(i)(A) substituted 
by /1988, c..55, subsec. 30(8), applicable to 1988 et seg. Cl. 
53(2)(c)(i)(A) formerly read: 


(A) the reference in section 14 and paragraph 38(b) to “th”, 


Subpara. 53(2)(c)(i1i) amended by 1988, c. 55, subsec. 30(9), to 
substitute “subsection 110.1(4) or 118.1(8)”: for “subsection 
TOG; “by reason of” for “by virtue of”, and “a fiscal period” for 
“the fiscal period”, applicable with respect to gifts made and 
amounts contributed’ by [partners] in fiscal plage of partnerships 
ending after 1987. 


Subpara. 53(2)(c)(x) added by 1988, c. 55, subsec. 30(10), Get 
ble after 1987. 


All that portion of para. 53(2)(h) preceding subpara. (ii) substituted 
by 1988, c. 55, subsec. 30(11),; applicable with respect to amounts 
that become payable by trusts after 1987, except that 


(a) with respect to amounts payable by trusts before. 1990, the 
reference to “!/;” in subcl. (i.1)(B)(I) shall be read as a a reference 
to “Ih”; and 


(b) subpara. (1.1) shall not apply with respect to ‘that portion of 
an amount that becomes payable ina taxation year of the trust 
ending before 1990 to a taxpayer by a trust (other than a unit 
trust) created before October 2, 1987, that may reasonably be 
considered to be out of an amount that has been deducted under 
subsec. 20(16) or regulations made under para. 20(1)(a) or sub- 
sec. 65(1) in computing the income of the trust for the year, 
where 


(i) such portion is designated by the trust in respect of the 
taxpayer and not in respect of any other beneficiary under 
the trust and does not exceed. the proportion of the aggre- 
gate of amounts that the trust so,designates in respect of all 
beneficiaries for the year that 


(A) the taxpayer’s share of the income of the trust for 
the. year computed without reference to this Act 


is of 
(B) the income of the trust for the year computed with- 
out reference to this Act, 


(ii) no beneficial interest in the trust is created before the 
end of the year and after October 1, 1987 (other than, pursu- 
ant to the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before October 2, 1987: with a public authority in Canada, 
where such document was required by law to be so filed 
before trading in the securities can commence), and 


(iii) there has not been a substantial increase in the indebt- 
edness of the trust before the end of the year and after Oc- 
tober 1, 1987.(other than as.a consequence of an agreement 
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entered into in writing before October 2, 1987). 
That portion of para. 53(2)(h) preceding subpara. (ii) formerly read: 


(h) where the property is a capital interest in a trust that was 
purchased by the taxpayer or a unit of a unit trust, 


(i) any amount paid to the taxpayer by the trust after 1971 
and before that time as, on account or in lieu of payment 
of, or in satisfaction of a distribution or payment of capi- 
tal, otherwise than as proceeds of disposition of the inter-. 
est or unit, as the case may be, or of a part thereof, 


Cl. 53(2)(k)(i)(A) substituted by 1988, c-55, subsec. 30(12), appli- 
cable with respect to expenditures made after April 1988. Cl. 
53(2)(k)(i)(A) formerly read: 2 


(A) an amount authorized to be paid under an Appropriation 
Act and on terms and conditions approved by the Treasury 
Board in respect of scientific research and experimental de- 
velopment expenditures incurred for the purpose of advanc- 
ing or sustaining the technological capability of ‘Canadian 
manufacturing or other industry, ; 


Para. 53(2)(b.2) added and ‘cl. 53(2)(k)(i)(C) substituted -to add “or 
shares of the capital stock of a taxable Canadian corporation that are 
held in a prescribed stock savings plan”; by 1987, c..46; subsecs. 
13(1), (2). Para. 53(2)(b.2) applicable to taxation years ending after 
January 15, 1987. Cl. 53(2)(k)(i)(C) applicable to 1986 et seq. 


Subpara. 53(2)(c)(i) amended to add all that portion following cl. 
(C), and subpara. 53(2)(c)(i.1) added, by 1986, c. 55, subsecs. 8(1), 
(2), applicable after February 25, 1986. 


The expression “scientific research and experimental development” 
in cl. 53(2)(k)(1)(A) substituted for “scientific research” by 1986, c. 
6, subsec. 15(3), applicable. with respect to taxation years ending 
after May 23, 1985. 


Subpara. 53(2)(a)(iti), cl. 53(2)(k)(G)(C); and para. 53(2)(p) substi- 
tuted, para. 53(2)(r) repealed and para. 53(2)(s) added by 1986, c. 6, 
subsecs. 26(1)—-(5), applicable to 1985 et seq., except for the repeal 
of para. 53(2)(r) which is applicable with respect to dividends paid 
after May 23, 1985. Cl. 53(2)(k)G)(C) was substituted to add “or a 
prescribed labour-sponsored venture capital corporation”. Subpara. 
53(2)(a)(iii) and paras. 53(2)(p) and (r) formerly read: 


(iii) any amount required by section 84.1 to be deducted 
before that time in computing the adjusted cost base to 
him of the share, and 


(p) where the property is a debt owing to. the taxpayer by a 
corporation, any amount required by section 84.1 or subsec- 
tion 84.2(2) to be deducted before that time in computing the 
adjusted cost base to him of the debt; 


(r) where the property is 


(i) a share of a class of the capital stock of a corporation, 
which share was acquired (otherwise than by way of 
purchase) by the taxpayer as a consequence of the death 
of a person, or another share of the same class acquired 
by that taxpayer after the death of that person, or 


(ii) a share substituted for a share referred to in subpara- 

graph (i), 
the aggregate of all amounts each of which is a dividend 
thereon received by the taxpayer on or before that time, or 
deemed to have been received after that time by virtue of sub- 
section 84(2) or (3), that can reasonably be considered to be 
as, on account or in lieu of proceeds of a disposition and in 
respect of which the corporation has made an election under 
subsection 83(2.1). 


Cls. 53(2)(c)(ii)(B) to (E) substituted by 1985, c. 45, subsec. 22(5), 
applicable to taxation years commencing after 1984. Cls. (B) to (E) 
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formerly read: 


(B) the Canadian exploration and development expenses and 
foreign exploration and development expenses, if any, in- 
curred by the partnership in the fiscal period, 


(C) the Canadian exploration expense, if any, incurred by the 
partnership in the fiscal period, 


(D) the Canadian development expense, if any, incurred by 
the partnership in the fiscal period, and 


(E) the Canadian oil and gas property expense, if any, in- 
curred by the partnership in the fiscal period, _. 


Subparas. 53(2)(c)(ix), 53(2)(h)(vy) added by 1985, c.. 45, subsecs. 
22(6), (7), applicable with respect to property wa) after May 9, 
1985. 


Subparas. 53(2)(i)(ii), 53(2)(j)(ii) repealed by 1985, c. 45, subsecs. 
22(8), (10), applicable to taxation years commencing after 1984. 
Subparas. (i)(i1) and (j)(1) formerly read: 


(ii) property that would have been a’Canadian resource 
property if it had been acquired after 1971, 


(ii) property that would have been a Canadian resource 
property if it had been acquired after 1971, 


Subparas. 53(2)(i)(ix), 53(2)(j)(ix) amended by 1985, c. 45, subsecs. 
22(9), (11), to substitute, in each, “the cost amounts” for “the ad- 
justed cost bases”, applicable in computing the adjusted cost base of 
property owned by a taxpayer after May 9, 1985. 


Cl. 53(2)(c)G)(B), all that portion of para. 53(2)(f) preceding sub- 
para. (iii), para. 53(2)(r) substituted; subparas. 53(2)(c)(vii) and 
(viii), 53(2)(h)(iii) and (iv), para. 53(2)(f.2) added by 1984, c. 1, 
subsecs. 20(3)-(8). Subparas. 53(2)(c)(vii) and (viii), 53(2)(h)(iii) 
and (iv) are applicable to 1983 et seq.; para. 53(2)(f.2) is applicable 
with respect to any property received by:a taxpayer with respect to 
payments or loans made after April 19, 1983; para. 53(2)(r) as sub- 
stituted is applicable after June 28, 1982 except that all that portion 
of para. 53(2)(r) following subpara. (ii) is applicable with respect to 
windings-up commencing after 1983; cl. 53(2)(c)(i)(B) as substi- 
tuted is applicable to 1982 et seg. except that for the period before 
January 19, 1984 the reference to “paragraphs 81(1)(r)” shall be 
read as a reference to “paragraphs 69(7.1)(b), 81(1)(r)”. Cl. 
53(2)(c)(i)(B), all that portion of para. 53(2)(f) preceding subpara. 
(iii), para. 53(2)(r) formerly read: 


~~ [2)©@)] 


(B) paragraphs 12(1)(0), 18(1)(m), 20(1)(v.1) and (gg), 
section 31, subsection 40(2), section 55, subsections 
69(6) and (7) and paragraph 69(7.1)(b), and 


(2)(f) where the property was received by is peed ge oh as 
consideration for any payment 


(i) made by the taxpayer as a shareholder corporation 
(within the meaning assigned by subsection 66(15)) 
to a joint exploration comparation of the shareholder, 
and 


(ii) described in subparagraph 66(15)(a)(i), 


such portion of the payment as may reasonably be considered 
to be related to an agreed portion (within the, meaning as- 
signed by paragraph 66(15)(a)) of the joint exploration 
corporation’s 


(rt) where the property is 


@ a share of a class of the capital stock of a corpora- 
tion acquired by the taxpayer as a consequence of the 
death of a person (otherwise than by way of 
purchase), 
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(ii) a share of the class referred to in subparagraph (i) 
acquired by the taxpayer after the death of that per- 
son, or 


(iii) a share substituted for a share referred to in sub- 
paragraph (i) or (ii), 


the aggregate of all amounts each of which is a dividend 
thereon received by the taxpayer (otherwise. than pursuant to 
a transaction described in subsection 84(2)) on or before that 
time that can reasonably be considered to be as, on account or 
in lieu of proceeds of a disposition and’in respect of which 

_ the ‘corporation has made an election under subsection 
83(2:1). 


Subparas. 53(2)(a)(iv), (c)(iV), (vi), cl. (c)(i)(C) added, 53(2)(a)G), 
cl. (c)(i)(B), paras. 53(2)(h), (1), (r) substituted by 1980-81-82-83, c. 
140, subsecs. 22(4.1)—(11), subparas. 53(2)(a)(iv), (c)(iv), and para. 
(1) applicable with respect to dispositions occurring after November 
12, 1981, (c)(vi) and para. (h) applicable with respect to investment 
‘tax credits deducted for 1982 et seq., cl. 53(2)(c)(i)(B) applicable to 


taxation years ending after January 31, 1982, (C) applicable in de- 


termining the adjusted cost base of partnership interests after No- 
vember 12, 1981, subpara. (2)(a)(i) and para. (r) applicable after 
June 28, 1982. Cl. 53(2)(c)(i)(B), paras. 53(2)(h), (1), (r) formerly 
read: 


(B) paragraphs 12(1)(0), 18(1)(m), 20(1)(v.1) and 
20(1)(gg), section 31, subsection 40(2), section 55 
and subsections 69(6) and 69(7), 


(h) where the property is 


(i) a capital interest in a trust that was purchased by the 
taxpayer, or 


(ii) a unit of a unit trust, 


any amount paid to the taxpayer by the trust after 1971 and 
before that time as, on account or in lieu.of payment of, or.in 
satisfaction of a distribution or payment of capital, otherwise 
than as proceeds of disposition of the interest or unit, as the 
case may be, or of a part thereof; 


(1) where the property is a bond, debenture or similar security 
(other than an income bond or income debenture), any 
amount that was deductible by virtue of subsection 20(14) in 
computing the taxpayer’s income for any taxation year com- 
mencing before that time in respect of interest thereon; 


(r) where the property is an interest in an annuity contract, 
other than a life annuity contract as defined by regulation 
made under subsection 16(4), each amount in respect thereof 
that was deducted by virtue of subsection 20(19) in comput- 
ing the income of the taxpayer for any taxation year com- 
mencing before that time. 


Cl. 53(2)(c)G)(A.1). added: by 1980-81-82-83, c. 68, subsec. 115(2), 
applicable to determining the adjusted cost base of a partnership in- 
terest after December 31, 1980. 


Cl. 53(2)(c)(Gi)(B) substituted, cl. 53(2)(c)(i)(E), “subparas. 
53(2)(e)(iv), (f)(vi), (f.1)Gv), cl. 53(2)(k)(Gi)(D), para. 53(2)(r) added 
by 1980-81-82-83, c. 48, subsecs. 22(5)—(11), applicable, as to:cl. 
53(2)(c)(ii)(E) and subparas. 53(2)(e)(iv), (f)(vi), (f.1)Gv), to taxa- 
tion years ending after December 11, 1979, as to cl. 53(2)(c)(i)(B), 
in determining the adjusted cost base of a partnership interest after 
October 28, 1980 and in determining the adjusted cost base of a 
partnership interest disposed of by a person after 1976 and before 
October 29, 1980 where that person so elects in prescribed form 
before 1982, as to cl. 53(2)(k)G)(D), to 1977. et seqg., as to para. 
53(2)(r), in determining the adjusted cost base of an interest in an 
annuity contract after October 28, 1980. Cl. 53(2)(c)(ii)(B) formerly 


S. 53(2) 


read: 

(B) section 31, subsection 40(2) and section 55, 
Subpara. 53(2)(k)(i1) substituted by 1979;-¢:.5; subsec. 14(2),. appli- 
cable to taxation years ending after November 16, 1978, to add “or 
(6)”. ‘ ‘ 
Para. 53(2)(k) substituted by 1977-78, c. 4, s. 4. Para. 53(2)(k) for- 
merly read: 


(k) where the property was acquired by the taxpayer. after 
1971, the amount, if any, by which 


(i) the amount of any assistance which he has received or 
is entitled to receive before that tinie from a government, 
municipality or other public authority, in respect of, or 
for the acquisition of, the property, whether asa grant, 
subsidy, forgiveable loan, deduction from tax; ‘investment 
allowance or as any other form of assistance other than 


(A) an amount authorized to be paid under an Appro- 
priation Act and on terms and conditions approved 
by the Treasury Board in respect of, scientific. re- 
search expenditures incurred for the purpose of ad- 
- vancing or sustaining the technological.capability of 
Canadian manufacturing or other industry, 


(B) an amount deducted.as an allowance under sec- 
tion 65, or 


(C) the amount of any prescribed assistance received 
by the taxpayer that has been provided in respect of, 
or for the acquisition of, shares of the capital stock of 
a prescribed venture capital corporation, 


exceeds 


(ii) such part, if any, of the assistance referred to in sub- 
paragraph (i) as has been repaid. before that time by him 
pursuant to-an obligation to repay all.or any part of that 
assistance;. 


Subparas.. 53(2)(a)G)—(iii). substituted for (i)-Gv), -clause 
53(2)(k)G)(C), paras. 53(2)(p), (q) added by 1977-78, c. 1, subsecs. 
21(5), (6), (7). (For application see~ below.) Subparas. 
53(2)(a)(i)-(iv) formerly read: © 


(i) any amount received by the taxpayer after 1971 and before ° 
that time as, on account or in lieu of payment of, or in satis-’ 
faction of, a dividend on the share (other than a taxable divi- 
dend or capital dividend), : 


(11) an amount in respect of any taxable dividend on the share 

“ received by the taxpayer after 1971 and before that time, on 
any portion of which tax under Part VII was payable by the 
taxpayer, equal to the amount, by which that portion exceeds 
the tax under Part VII payable: thereon; 


(iii) an amount in respect of any taxable dividend on the share 
received by ‘the taxpayer after 1971 and before that time 
while he was not resident in Canada in respect of which tax 
under Part VIII was payable by. the corporation, equal to the 
amount, if any, by which 


. (A), that proportion of the dividend that such part of all 
dividends that were paid by the corporation at the time 
the dividend was paid as was paid out of designated sur- 
plus (within the meaning of Part VII) is of all dividends 
that were paid by the corporation at the time the 
individual 

exceeds 


(B) such part of any tax under Part XII that was payable 
by the taxpayer on the dividend as may reasonably be 
considered to have been payable on the proportion of the 
dividend described in clause (A), and 


(iv) any amount received by the taxpayer after 1971 and 
before that time on a reduction of the paid-up capital of the 
corporation in respect of the share, except to the extent that 
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the amount is deemed by subsection 84(4) to be a dividend 
received by him; 


Para. 53(2)(b), subpara. 53(2)(c)(iii), paras. 53(2)(e), rey substituted 
by 1976-77, c. 4, subsecs. 13(3)—(5,1). (For application, see below.) 
Para. 53(2)(b), subpara. 53(2)(c)(iii), para. 53(2)(e) formerly read: 


(b) where the property is a share of the capital stock of a cor- 
poration not resident in Canada, any amount required by par- 
agraph 80.1(4)(d) or section 92 to be deducted in computing 
the adjusted cost base to the taxpayer of the share; 


(iii), any amount deemed by subsection..110(5) to have 
been a gift made by the taxpayer by virtue of his mem- 

_ bership in the partnership at the end of any fiscal period 
of the partnership ending before that time, 


eee ee 


(e) where the property is a share, or an interest therein or a 
right thereto, of the capital stock of a corporation, an amount 
equal to any expense incurred by the taxpayer in considera- 
tion therefor, to the extent that the expense was, by virtue of 


(i) subparagraph 66(15)(b)(v), a Canadian exploration 
and development expense, 


(ii) subparagraph 66.1(6)(a)(v), a Canadian exploration 
expense, 


(iii) subparagraph 66.2(5)(a)(vi), a Canadian develop- 
ment expense 


incurred by him; 


Para. 53(2)(b), all that portion of subpara. 53(2)(c)(i) preceding 
clause (A), all that portion of subpara. 53(2)(c)(ii) preceding clause 
(B), subparas. 53(2)(c)(v), 53(2)(c)(iv [repealed], para. 53(2)(e), all 
that portion of 53 (2)(f) following subpara. (ii), paras. 53(2)(i), (j) 
substituted by 1974-75-76, c. 26, subsecs. 24(7)-(9), (11)-(13), 
(15), applicable to 1972 et seq. Para. 53(2)(b.1), clauses 
53(2)(c)(ii)(C), (D), paras. 53(2)(f.1), (0), added by 1974-75-76, c. 


26, subsecs. 24(10), (14), (17), applicable to 1972 et seg. Para. | 


53(2)(k) substituted by 1974-75-76, c. 26, subsec. 25(16), applica- 
ble for the purpose of computing the adjusted cost base of a prop- 
erty after 1971 in respect of acquisitions of property occurring No- 
vember 18, 1974 and in respect of the repayment on or after 
December 31, 1971 of grants, subsidies or other assistance. Para. 
53(2)(k) formerly read: 


(k) any grant, subsidy or other assistance from a government, 
municipality or other public authority received by the tax- 
payer for or in respect of the acquisition by him after 1971 of 
the property, . 

Paras. 53(2)(b), (e€), (m) substituted, (n) added by 1973-74, c. 14, 

subsecs. 13(2)-(4), applicable to 1972 et seq. 

Application: 1977-78, c. 1, subsecs. 21(10)-(13) provide: 


Subparas. 53(2)(a)(i)—(iii) are applicable for the purpose of 
computing the adjusted cost base of any share after March eae 
1977. 


Cl. 53(2)(k)G)(C) is applicable in respect of assistance provided 
after March 31, 1977. 


Para. 53(2)(p) is applicable after March 31, 1977. 
Para. 53(2)(q) is applicable to-1978 et seq. 
1976-77, c. 4, subsecs. 13(8)-(11) provide: 


Subpara. 53(2)(b)(i) is applicable in respect of the 1972 and 
subsequent taxation years in computing the adjusted cost base 
of a property after 1971 and subpara. 53(2)(b)(ii) is applicable 
in respect of any reduction of the paid-up capital of a corpora- 
tion occurring after 1971 in computing the adjusted cost base of 
a property after May 25, 1976. 


Subpara, 53(2)(c)(iii) is applicable in respect of amounts con- 
tributed after June 23, 1975. 


Income Tax Act, Part I, Div. B 


Para. 53(2)(e),is applicable to property acquired before August 
1976, except that subpara. 53(2)(e)(ili) is applicable to amounts 
paid or payable and the fair market value of property paid or 
payable after May 6, 1974. 


Para. 53(2)(0) is applicable to 1972 et seq. 
1.T. Technical News: No. 5 (western grain transition payments). 


(2.1) Election — For the purpose of paragraph 
(2)(s), where in a taxation year a taxpayer receives 
an amount that. would, but, for this subsection, be in- 
cluded in the taxpayer’s income under. paragraph 
12(1)(x) in respect of the cost of a property (other 
than depreciable property) acquired by the taxpayer 
in the year, in the 3 taxation years preceding the year 
or in the taxation year following the year, the tax- 
payer may elect under this subsection on or before 
the date on or before which the taxpayer's return of 
income under this Part for the year is required to be 
filed or, where the property is acquired in the follow- 
ing year, for that following year, to reduce the cost 
of the property by such amount as the taxpayer spec- 
ifies, not exceeding the least of 


(a) the adjusted cost base, determined without 
reference to paragraph (2)(s), at the time the 
property was acquired, 


(b) the amount so received by the taxpayer, and 


(c) where the taxpayer has disposed of the prop- 
erty before the year, nil. 
Related Provisions: 87(2)(j.6) — Amalgamations — continuing 


corporation; 220(3.2), Reg. 600(b) — Late Bibs of election or 
revocation. 


History: That portion of subsec. 53(2.1) preceding para. (a) substi- 
tuted by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 15(6), applica- 
ble to 1991 et seg. That portion formerly read: 


(2.1) Election — For the purposes of paragraph (2)(s), where 
a taxpayer has in a taxation year received an amount that 
would, but for this subsection, be included in the taxpayer’s 
income under paragraph 12(1)(x) in respect of the cost of a 
property acquired by the taxpayer in the year, in the three tax- 
ation years immediately preceding the year or in the taxation 
year immediately following the year, the taxpayer may elect 
under this subsection on or before the date on or before which 
the taxpayer is required to file the taxpayer’s return of income 
under this’ Part for the year or, where the property is acquired 
‘in the immediately following year, for that following year, to 
reduce the cost of the property by such amount as the tax- 
payer may specify, not exceeding the least of 


Pre-RSC History: Subsec. 53(2.1) added by 1986, c. 6, subsec. 
26(6), applicable to 1985 ef seq. 


Interpretation Bulletins: [T-456R: Capital property — some ad- 
justments to cost base. 


(3) Application of paras. (2)(i) and (j) — For the 
purposes of paragraphs (2)(i) and (j), where any 
property of a trust would, at a particular time, have 
been a taxable Canadian property of the trust if it had 
been disposed of by the trust at that time, the prop- 
erty shall be deemed to have been a taxable Cana- 
dian property of the trust at that time. 


Interpretation Bulletins [subsec. 53(3)]: IT-138R: Computa- 
tion and flow-through of a partnership income. 


(4) Recomputation of adjusted cost base on 
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transfers and deemed dispositions — Where 
at any time in a taxation year a person or partnership 
(in this subsection referred to as the “vendor”) dis- 
poses of a specified property and the proceeds of dis- 
position of the property are determined under para- 
graph 48.1(1)(c), section 70 or 73, subsection 85(1), 


paragraph 85.1(1)(a), 87(4)(a) or (c) or 88(1)(a), sub- 


section 97(2) or 98(2), paragraph 98(3)(f) or (5)(f), 
subsection 104(4), paragraph 107(2)(a), (2.1)(a), 
(4)(d) or (5)(a) or 111(4)(e) or section 128.1," 


(a) there shall be deducted after. that time in com- 
puting, the .adjusted: cost. base to the person) or 
partnership: (in this subsection referred to as the 
“transferee”) who acquires or reacquires the 
property at or immediately after that time the 
amount, if any, by which 


(i) the total of all amounts deducted under par- 
agraph (2)(g.1) in computing, immediately 
before, that time, the adjusted cost base to the 
vendor of the property, 


S. 53(5)(b) 


exceeds”. 


(ii) the amount that would be the vendor’s 

capital gain for the year from that disposition 

if this Act were read without reference to sub- 

peer AO a) Gn) and subsection 100(2); 
and 


(b) the amount deletnadtd wider paragraph (a) in 
respect of that disposition shall be added after 
that time in computing the adjusted cost onc to 
the transferee of the property. 
Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 53(4)(b); 53(2)(g.1) — Reduction in adjusted cost 
base under 53(4)(a); 53(5) — Recomputation of ACB on other 
transfers; 80.03(2)(a) — Deemed gain on disposition eo POE debt 
forgiveness; 251(1) — Arm’s length. 


History: Subsec. 53(4) added by 1995, c. 21, subsec. 17(4), appli- 
cable to taxation years that end after February 21, 1994. 


(5) Recomputation of adjusted cost base on 
other transfers — Where at any time in a taxation 
year a person or partnership (in this subsection re- 
ferred to as the “vendor’’) disposes of a specified 
property to another person or partnership (in this 
subsection referred to as the “transferee’’), the ven- 
dor and the transferee do not deal with each other at 
arm’s length (or would not deal with each other at 
arm’s length if paragraph 80(2)(j) applied for the 
purpose of this subsection) and the proceeds of dis- 
position of the property at that time are not deter- 


mined under any of the provisions referred to in sub- 


section (4), 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the transferee of 
the property the amount, if any, by which 


(i) the total of all amounts deducted under par- 

agraph (2)(g. 1) in computing, immediately 

_ before that time, the adjusted cost base to the 
_ vendor of the property 


exceeds 


(ii) the amount that would be the vendor’s 
capital gain for the year from that disposition 
if this Act were read without reference to sub- 
paragraph 40(1)(a)(@ii) and subsection 100(2); 
and 


(b) the amount determined under paragraph (a) in 
respect. of that disposition shall be added after 
that time in computing the adjusted cost base to 
the transferee of the property. | 
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and the transferee do not de 


Related Provisions: 53(1)(q) — Addition to ACB for amount 
under 53(5)(b); 53(2)(g.1) — Reduction in ACB under 53(5)(a); 
80.03(2)(a) — Deemed gain on disposition following debt 
forgiveness. 

History: Subsec. 53(5) added by 1995, c. 21, subsec. 17(4), appli- 
cable to taxation years that end after February 21, 1994. 


(6) Recomputation of adjusted cost base on 
amalgamation — Where a capital property that is 
a specified property is acquired by a new corporate 
entity at any time as a result of the amalgamation or 
merger of 2 or more predecessor corporations, 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the new entity of 
the property the total of all amounts deducted 
under paragraph (2)(g.1) in computing, immedi- 
ately before that time, the adjusted cost base to a 
predecessor corporation of the property, unless 
those amounts are otherwise deducted under that 
paragraph in computing the adjusted cost base to 
the new entity of the property; and 


-(b) the amount deducted under paragraph (a) in 
respect of the acquisition shall be added after that 
time in computing the adjusted cost base to the 
new entity of the property. — 


Related Provisions: 53(1)(q) — Addition to ACB for amount 
under 53(6)(b); 53(2)(g.1) — Reduction in-ACB under 53(6)(a); 
80.03(2)(a) — Deemed gain on disposition following debt 
forgiveness. 


History: Subsec. 53(6) added by 1995, c. 21, subsec. 17(4), appli- 
cable to taxation years that end after February 21, 1994. 


Definitions [s. 53]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “arm’s length” — 251(1); “assistance” — 
79(4), 125.4(5), 248(16), 248(18); “business” — 248(1); “Can- 
ada” — 255; “Canadian development expense” — 66.2(5), 248(1); 
“Canadian exploration and development expense” — 66(15), 
248(1); “Canadian exploration expense” — 66.1(6), 248(1); “Cana- 
dian oil and gas property expense” — 66.4(5), 248(1); “Canadian 
resource property” — 66(15), 248(1); “capital dividend” — 83(2), 
248(1); “capital interest” — 108(1), 248(1); “controlled foreign af- 
filiate” — 95(1), 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “dividend”, “farming” — 248(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “foreign affiliate” — 95(1), 248(1); “for- 
eign exploration and development expense” — 66(15), 248(1); “in- 
come bond”, “income debenture” — 248(1); “income interest in a 
trust” — 108(1), 248(1); “indexed debt obligation” — 248(1); “joint 
exploration corporation” — 66(15); “life insurance capital divi- 
dend” — 83(2.1), 248(1); “life insurance policy” — 138(12), 
248(1); “limited partnership loss” — 248(1); “mutual fund trust” — 
132(6), 248(1); “non-resident” — 248(1); “person”, “personal 
trust”, “prescribed”, “principal amount’, “property” — 248(1); “re- 
lated” — 251(2); “resident in Canada” — 250; “share”, “share- 
holder”, “specified member” — 248(1); “specified property” — 54; 
“specified shareholder” — 248(1); “superficial loss” — 54; “taxable 
Canadian property” — 115(1)(b), 248(1); “taxable dividend” — 
89(1), 248(1); “taxable income” — 2(2), 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “timber resource property” — 13(21), 
248(1); “trust” — 104(1), 248(1), (3); “unit trust” — 108(2), 
248(1); “vendor” — 53(4), (5). 
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54. Definitions — In this subdivision, 


“adjusted cost base” to a taxpayer of any property 
at any time means, except as otherwise provided, 


(a) where the property is depreciable property of 
the taxpayer, the capital.cost to the lannayer of 
the property as of that time, and 


(b) in any other case, the cost to the taxpayer of 
the property adjusted, as of that time, in accor- 
dance with section 53, 


except that 


(c) for greater certainty, where any property 
(other than an interest in or a share of the capital 
stock of a flow-through entity within the meaning 
assigned by subsection 39.1(1) that was last reac- 
quired by the taxpayer as a result of an election 
under subsection 110.6(19)) of the taxpayer is 
property that was reacquired by the taxpayer after 
having been previously disposed of by the tax- 
payer, no adjustment to the cost to the taxpayer of 
the property that was required to be made under 
section 53 before its reacquisition by the taxpayer 
shall be made under that section, to the cost to the 
taxpayer of the property as reacquired property of 
the taxpayer, and » 


(d) in no case shall the adjusted cost base to a 

taxpayer of any property at any time be less than 

nil; | 
Related Provisions: 40(3), (3.1) — Deemed. capital gain where 
ACB is negative; 49(1) — Granting of options; 49(2) — Where op- 
tion expires; 84.1(2)— Non-arm’s length sale of shares; 91(6) — 
Amounts deductible in respect of dividends received; 92 — Ad- 
justed cost base of share of foreign affiliate; 93(4)(b) — Loss on 
disposition of shares of foreign affiliate; 110.6(19)(a)(@i) — Increase 
in cost base on capital gains exemption election; 142.4(1)‘‘tax. ba- 
sis” — cost base for securities held by financial institutions; 
143.2(6) — Deemed cost reduction of tax shelter investment; 
248(1)“adjusted cost base” — Definition applies to entire Act. 


History: Paras. (c) and (d) of the definition “adjusted cost base” in 
s. 54 amended by 1995, c. 3, s. 15, applicable to 1994 et seq. Paras. 
(c) and (d) formerly read: 


(c) for greater certainty, where any property of the taxpayer is 
property that was reacquired by the taxpayer after having 
been previously disposed of by the taxpayer, no adjustment to 
the cost to the taxpayer of the property that was required to be 
made under section 53 before its reacquisition by the taxpayer 
shall be made under that section to the cost to the taxpayer of 
the property as reacquired property of the’taxpayer, and 


(d) in no case shall the adjusted cost base of any property at 
the time of its disposition by the taxpayer be less than nil; 


Pre-RSC History: The definition eeyasteg cost base” was para. 
54(a). 


Selected Cases [s. 54“adjusted cost base”]: Bodrug Estate 
v. Canada, [1991] 2 C.T.C. 347 (FCA) (Damages paid under law- 
suit in respect of provincial securities statute not part of cost of 
shares deemed disposed of upon death); Gaynor v. The Queen, 
[1991] 1 C.T.C. 470 (FCA) (Cost to taxpayer-is cost in Canadian 
currency); Salt et al. v. The Queen, [1984] C.T.C. 414 (FCTD) 
(Where option exercised, adjusted cost base is actual purchase price, 
not Valuation Day value). 


Regulations: 4400, Sch. VII (ACB of publicly-traded shares at 
end of 1971). 
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I.T. Application Rules: 26(3)-(27) (where property owned since 
before 1972). 


Interpretation Bulletins: IT-65: Stock splits and consolidations; 
IT-102R2: Conversion of property, other than real property, from or 
to inventory; IT-218R: Profit, capital gains and,losses from the sale 


_ of real estate, including farmland and inherited land and conversion 


of real estate from, capital property to inventory and vice versa; IT- 
418: Partial disposition of property. 


I.T. Technical News: No. 9 (calculation of ACB of a partnership 
interest). 


Advance Tax Rulings: ATR-67: Increase in the cost of property 
on the winding-up of a wholly-owned subsidiary. 


Forms: T2065: Determination of adjusted cost base of .a partner- 
ship interest; T2080-T2090: Capital dispositions supplementary 


‘ schedules. 


“capital property” of a taxpayer means 
(a) any depreciable property of the taxpayer, and 


(b) any property (other than depreciable prop- 
erty), any gain or loss from the disposition of 
“which would, if the property were disposed of, be 

a capital gain or a capital loss, as the case may 

be, of the taxpayer; 


Related Provisions: 39(1) — Detignaton of capital gain and 
capital loss; 39(4) — Election to treat Canadian securities as capital 
property; 54.2 — Certain shares deemed >to be capital property; 
66.3(1)(a)(i) — Certain. exploration and development shares 
deemed not to be capital property; 96(1.4) — Certain rights to share 
in income, or loss of partnership deemed not to be capital property; 
142.5(1).— Mark-to-market rules. for financial institutions; 
248(1)“capital property” — Definition applies to entire Act. 
Pre-RSC History: The definition 
54(b). 


I.T.-Application Rules: 26(5), (6) and (7). 


Interpretation Bulletins: IT-102R2: Conversion of property, 
other than real property, from or to inventory; IT-143R2: Meaning 
of, “eligible capital expenditure”; IT-218R: Profit, capital gains and 
losses from the sale of real estate, including farmland and inherited 
land and conversion of real estate from capital property to inventory 
and vice versa; IT-325R2: Property transfers after separation, di- 
vorce and annulment; IT-442R: Bad debts and reserves for doubtful 
debts; IT-459: Adventure or concern in the nature of trade, 


1.T. Technical News: No. 7 (rollovers. of capital property — Mara’ 
Properties). 


Advance Tax Rulings: ATR-59: Financing exploration and de- 
velopment through limited partnerships. 


“capital. property” .was_ para. 


“disposition” of any property, except as’ expressly 
otherwise provided, includes 


(a) any transaction or event sntvlinig a taxpayer to 
proceeds of disposition of property, 


(b) any transaction or event by. which 


(i) any property of a taxpayer that is a share, 

‘bond, debenture, note, certificate, mortgage, 
agreement of sale or similar property, or an 
interest therein, is redeemed in whole or in 
part or.is cancelled, 


(ii) any debt owing to a taxpayer or any other 
right of a taxpayer to receive an amount is set- 
tled or cancelled, 

(iii) any. share owned by a taxpayer is con- 
verted by virtue of .an amalgamation or 
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merger, or 


(iv) any option held by a taxpayer to acquire 
or dispose of property expires, and 


(c) any transfer of property to a trust, or any 
transfer of property of a trust to any beneficiary 
under the trust, except as provided in paragraph 


(e), 
but, for greater certainty does not include 


(d) any transfer of property for the purpose only 
of securing a debt or a loan, or any transfer by a 
creditor for the purpose only of returning prop- 
erty that had been used as security for a debt or a 
loan, 


(e) any transfer of property by virtue of which 
there is a change in the legal ownership of the 
property without any change in the beneficial 
ownership thereof, other than a transfer by a trust 
resident in Canada to a trust not resident in Can- 
ada or. a transfer to a trust governed by 


(i) a registered retirement savings plan, 
(ii) a deferred profit sharing plan, 

(iii) an employees profit sharing plan, or 
(iv) a registered retirement income fund 


by a person who is, immediately after the trans- 
fer, a beneficiary under the plan or fund, or a 
transfer by any such trust governed by a plan or 
fund to a beneficiary thereunder, 


(f) any issue by a corporation of a bond, deben- 
ture, note, certificate or mortgage of the corpora- 
tion, or 


(g) any issue by a corporation of a share of its 
capital stock, or any other transaction that, but for 
this paragraph, would be a disposition by a cor- 
poration of a share of its capital stock; 


Related Provisions: 48.1(1) — Gain when small business corpo- 
ration becomes public; 49(5)— Extension or renewal of option; 
51(1) — Convertible property; 70(5) — Deemed disposition of 
property on death; 80.03(2), (4) — Deemed capital gain on disposi- 
tion of property following debt forgiveness; 87(4) — Shares of 
predecessor corporation; 104(5.3) — Election by trust to postpone 
deemed disposition; 107(2.1) — Distribution of trust property; 
128.1(1)(b) — Deemed disposition of property on becoming resi- 
dent in Canada; 128.1(4)(b) — Deemed disposition of property on 
ceasing to be resident in Canada. 


Pre-RSC History: The definition “disposition” was para. 54(c). 
See Table of Concordance. 


Former cl. 54(c)(v)(D) repealed, and (E) renumbered as (D) by 
1986, c, 6, subsec. 27(1), applicable to transfers made after 1985. 
Cl. (D) formerly read: 


(D) a registered home ownership savings plan, or 


Cl. 54(c)(ii)(C) and all that portion of subpara. 54(c)(v) preceding 
cl. (A) substituted by 1980-81-82-83, c. 140, subsec. 23(1) and (2), 
applicable with respect to share conversions or transfers occurring 
after November 12, 1981. Cl. 54(c)(ii)(C) and that portion formerly 
read: 


(C) any share owned by a taxpayer is converted by virtue 
of an amalgamation, or 
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(v) any transfer of property by virtue of which there is a 
change in the legal ownership of the property without any 
change in the beneficial ownership thereof, other than a trans- 
fer to a trust governed by 


Cl. 54(c)(v)(E) added, all that portion of subpara. 54(c)(v) after cl. 
(E) substituted by 1977-78, c. 32, s. 10. That-portion formerly read: 


by a person who is, immediately after the transfer, a benefici- 
ary under the plan, or a transfer by any such trust governed by 
a plan to a beneficiary thereunder, 


Subpara. 54(c)(v) substituted by 1974-75-76, c. 26, subsec. 25(1), 
applicable to 1974 et seq. Subpara. 54(c)(v) formerly read: 


(v) any transfer of property by virtue of which there is a 
change in the legal ownership of the property without any 
change in the beneficial ownership thereof, 


Selected Cases [s. 54“disposition”]: 106443 v. Canada, 
[1995] 1 C.T.C. 2788 (Sale with right of redemption made to secure 
repayment of debt); Stursberg (R.K.G.) v. MNR, [1993] 2 C.T.C. 76 
(FCA) (Transactions resulting in reduction of partner's share and 
corresponding increase of another partner’s share was disposition of 
part of first partner’s interest, not distribution of capital); Larose v. 
MNR, [1992] 2 C.T.C, 2339 (TCC); amended [unreported] (Nov. 
18, 1991), Doc. 87-294(IT) (TCC) (Assessment in respect of sale of 
properties upheld despite court decision and other circumstancés de- 
nying taxpayer proceeds of sale; right to dispose of properties had 
been transferred to purchaser); Fisher, E.R., Ltd. v. The Queen, 
[1986] 2 C.T.C. 114 (FCTD) (Interest on expropriation compensa- 
tion included in proceeds of disposition); Wise et al. v. The Queen, 
[1986] 1 C.T.C. 169 (FCA) (Deposit retained as liquidated damages 
in respect of aborted sale not taxable). 


Interpretation Bulletins: IT-65: Stock splits and consolidations; 
IT-96R6: Options to acquire shares, bonds or debentures and by 
trusts to acquire’ trust units; IT-102R2: Conversion of property, 
other than real property, from or to inventory; IT-124R6: Contribu- 
tions to registered retirement savings plans; IT-125R4: Dispositions 
of resource properties; IT-126R2: Meaning of “winding-up”; IT- 
133: Stock exchange transactions — date of disposition of shares; 
IT-146R4: Shares entitling shareholders to choose taxable or capital 
dividends; IT-170R: Sale of property — when included in income 
computation; IT-182: Compensation for loss of business income or 
property used in a business; IT-218R: Profit, capital gains and 
losses. from the sale of real estate, including farmland and inherited 
land and conversion of real estate from capital property to inventory 
and vice versa; IT-220R2: Capital cost allowance — proceeds of 
disposition of depreciable property; IT-334R2: Miscellaneous re- 
ceipts; IT-436R: Reserves — promissory notes; IT-444R: Corpora- 


in terms of securities; IT-488R2: Winding-up of 90%-owned taxa- 
ble Canadian corporations; IT-505: Mortgage foreclosures and con- 
ditional sales repossessions. 


1.T. Technical News: No. 3 (loss utilization within a corporate 
group); No. 7 (revocable living trusts, protective trusts, bare trusts). 


Advance Tax Rulings: ATR-1: Transfer of legal title in land to 
bare trustee corporation — mortgagee’s requirements sole reason 
for transfer; ATR-54: Reduction of paid-up capital. 


“eligible capital property” of a taxpayer means any 
property, a part of the consideration for the disposi- 
tion of which would, if the taxpayer disposed of the 
property, be an chgible capital amount in respect of a 
business; 

Related Provisions: 14(3) —Non-arm’s length acquisition of 
eligible capital property; 87(2)(f) — Amalgamations — security or 
debt obligation; 98(3)(b) — Rules applicable where partnership 
ceases to exist; 248(1)“eligible capital property” — Definition ap- 
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plies to entire Act. 
Pre-RSC History: The definition “eligible capital property” was 
para. 54(d). 


Para. 54(d) amended by 1988, c. 55, subsec. 31(1), to substitute “a 
part of the consideration” for “2 of any amount ‘payable to the tax- 
payer as consideration”, and to delete “within the. meaning: given 
that expression in subsection 14(1)” from the end, applicable after 
June 17, 1987. 


interpretation Bulletins: IT-123R4: Disposition of eligible capi- 
tal property; IT-123R5: Transactions involving eligible capital prop- 
erty; IT-143R2: Meaning of “eligible capital expenditure”. 


“Jisted personal property” of a taxpayer means the 
taxpayer’s personal-use property that is all or any 
portion of, or any interest in or right to, any 
(a) print, etching, drawing, painting, sculpture, or 
other similar work of art, 
~ (b) jewellery, . 
(c) rare folio, rare manuscript, or rare book, 
(d) stamp, or 
(e) coin; 


Related Provisions: 40(2)(g)(ii) — Limitations; 41 — Gain 
from listed personal property; 248(1)“listed personal property” — 
Definition applies to entire Act. 


Pre-RSC History: The definition “listed personal property” was 
para. 54(e). 


Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts. 


‘“personal-use property” of a taxpayer includes 


(a) property owned by the taxpayer that is used 
primarily for the personal use or enjoyment of the 
taxpayer or for the personal use or enjoyment of 
one or more individuals each of whom is 


(i) the taxpayer, 
(ii) a person related to the taxpayer, or 
(iii) where the taxpayer is a trust, a benefici- 


ary under the trust or any person related to the | 


beneficiary, 


(b) any debt owing to the taxpayer in respect of 
the disposition of property that was the tax- 
payer’s personal-use property, and 
(c) any property of the taxpayer that is an option 
to acquire property that would, if the taxpayer ac- 
quired it, be personal-use property of the 
taxpayer, 
and “personal-use property” of a partnership in- 
cludes any partnership property that is used prima- 
rily for the personal use or enjoyment of any mem- 
ber of the partnership or for the personal use or 
enjoyment of one or more individuals each of whom 
is a member of the partnership or a person related to 
such a member; 
Related Provisions: 3(b)(ii), 40(2)(g)Gii) — No capital loss on 
personal-use property; 46 — Disposition of personal-use property; 
50(2) — Where debt personal-use. property; 248(1)“personal-use 


*Sic. Should read ‘made an election”. 
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property” — Definition applies to entire Act. 


History: The definition “personal-use property” was para. 54(f). 
See Table of Concordance. 


Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts; IT-218R: Profit, capital gains and losses from the sale 
of real estate, including farmland and inherited land and conversion 
of real estate from capital property to inventory and vice versa; IT- 
332R: Personal-use property. 


Forms: T2080: Capital dispositions supplementary schedule — 
personal-use property. 


‘principal residence” of a taxpayer for a taxation 
year means a particular property that is a housing 
unit, a leasehold interest in a housing unit or a share 
of the capital stock of a co-operative housing corpo- 
ration acquired for the sole purpose of acquiring the 
right to inhabit a housing unit owned by the corpora- 
tion and that is owned, whether jointly with another 
person or otherwise, in the year by the taxpayer, if 


(a) where the taxpayer is an individual other than 
a personal trust, the housing unit was ordinarily 
inhabited in the year by the taxpayer, by the tax- 
payer’s spouse or former spouse or by a child of 
the taxpayer, 


(a.1) where the taxpayer is a personal trust, the 
housing unit was ordinarily inhabited in the cal- 
endar year ending in the year by a specified bene- 
ficiary of the trust for the year, by the spouse or 
former spouse of such a beneficiary or by a child 
of such a beneficiary, or 


(b) where the taxpayer is a personal trust or an 
individual other than a trust, the taxpayer 


(i) elected” under subsection 45(2) that relates 
to the change in use of the particular property 
in the year or a preceding taxation year, other 
than an election rescinded under subsection 
45(2) in the taxpayer’s return of income for 
the year or a preceding taxation year, or 


(ii). elected” under subsection 45(3) that re- 
lates to a change in use of the particular prop- 
erty in a subsequent taxation year, 


except that, subject to section 54.1, a particular prop- 
erty shall be considered not to be a taxpayer’s princi- 
pal residence for a taxation year 


(c) where the taxpayer is an individual other than 
a personal trust, unless the particular property 
was designated by the taxpayer in prescribed 
form and manner to be the taxpayer’s principal 
residence for the year and no other property has 
been designated for the purposes of this defini- 
tion for the year by the taxpayer, by a person who 
was throughout the year the taxpayer’s spouse 
(other than a spouse who was throughout the year 
living apart from, and was separated under a judi- 
cial separation or written separation agreement 
from, the taxpayer), by a person who was the tax- 
payer’s child (other than a child who was during 
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the year a married person or 18 years’ or over) or, 
where the taxpayer. was not during the year a 
married person or a person 18.years or over, by a 
person who was the taxpayer's. ¥ 


(i) mother or father, or 


(ii) brother or sister, where: that eter OF SIS- | 


ter was not during the year a married person 
or a person 18 years or over, 


(c.1) where the taxpayer is a personal trust, unless 


(i) the particular property was designatedby 
the trust in prescribed form and’ manner to be 
the taxpayer’s principal residence for the year, 


(ii) the trust specifies in the designation each 
individual (in this definition referred to as a 
“specified beneficiary” of the trust for the 
year) who, in the calendar year ending in the 
year, 


(A) is beneficially interested in the trust, 
and 


_(B), except where. the trust.i1s entitled to 
designate it for the year solely because of 
paragraph (b), ordinarily inhabited the 
housing unit or has a spouse, former 

~ spouse or child who ordinarily inhabited 
the housing unit, 


(ili) no. corporation (other than a registered 
charity) or partnership is beneficially inter- 
ested in the trust at any time in the year, and 


(iv) no other property has been designated for 
the purpose of this definition for the calendar 
year ending in the year by any specified bene- 
ficiary of the trust for the year, by a person 
who was throughout that calendar year such a 
beneficiary’s spouse (other than a spouse who 
was throughout that calendar year living apart 
from, and was separated pursuant to a judicial 

separation or written separation’ agreement 
from, the beneficiary), by a person who was a 
beneficiary’s child (other than a child who 
was during that calendar year a married per- 
son or a person 18 years or over) or, where 
such a beneficiary was not during that calen- 
dar year a married person or a person 18 years 
or over, by a person who.was such a 
beneficiary’s 


(A) mother or father, or 


(B) brother or sister, where that brother or 
sister was not during that calendar year a 
married person or a person 18 years or 
over, Or 


(d) because of paragraph (b), if solely because of 
that paragraph the property would, but for. this 
paragraph, have been a principal residence of the 
taxpayer for 4 or more preceding taxation years, 


and, for the purpose of this definition, 


(e) the principal residence of a taxpayer for a tax- 
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ation year shall be deemed to include, except 
where the particular property .consists ofa share 
of the capital stock of a co-operative housing cor- 
poration, the land subjacent to, the housing unit 
and such portion of any immediately contiguous 
. Jand as can reasonably be regarded as contribut- 
ing to the use and enjoyment of the housing unit 
as a residence, except that where the total area of 
the’ subjacent land and of that portion exceeds’ 
hectare, the excess shall be deemed not to have 
contributed to the use and enjoyment of the hous- 
ing unit as a residence unless the taxpayer, estab- 
«, lishes;that it was meqesqay to anok use and Seni 
ment, and 


(fea particular property a leetied under para- 
graph (c.1) by a trust for a year shall be deemed 
to be property designated for the purposes of this 
definition by each specified beneficiary of the 
trust for the calendar year ending in the year; 


Related Provisions: 40(2)(b), 40(4)-(6) — Principal residence 
rules; 40(7) — Property in deepen of interest in trust; 453), 


e 


‘residence rules; 107(2.01) — Priticipal residence distribution by 


spousal trust; 248(25) — Beneficially interested: 252(2) — Mother, 
father, etc.; 252(4) — Extended meaning of “spouse”. 

History: “Principal residence” in s. 54 substituted by 1994, c. 7, 
Sch. VHI (1993, c. 24), s. 16, applicable to Se Lingay Pe 


‘after 1990. That definition formerly read: 


“principal residence” of a taxpayer for a taxation year means 
a housing unit, a leasehold interest in such a unit, or a share.. 
of the capital stock of a co-operative housing corporation, 
owned, whether jointly with another person or otherwise, in 
the year by the taxpayer, if the housing unit was, or if the 
share was acquired for the sole purpose. of acquiring the right 
to inhabit a housing unit owned by the corporation that was, 


(a) ordinarily inhabited in the year by the taxpayer, by the 
taxpayer's spouse or former SCH or by a child of the 
taxpayer, or 


(b) property in respect of which the taxpayer has made an 
election for the year in accordance with subsection 45(2) 
or (3), 


except that, subject to section 54.1, in no case shall any such 
housing unit, interest or share, as the case may be, be consid- 
ered to be a taxpayer’s principal residence for a year 


(c) unless it has ‘been designated by the taxpayer in pre- 
scribed form and manner to be the taxpayer’s principal 
residence for that year and no other.such housing unit, 
. leasehold interest or share has been so designated for that 
year by the taxpayer, by a person who was throughout the 
year the taxpayer’s spouse (other than a spouse who was 
throughout the year living apart from, and was separated; 
pursuant to a, judicial separation..or, written separation 
agreement from, the taxpayer), by a person who was the 
taxpayer’s child (other than a child who was during the 
year a married person or 18 years of age or over) or, 
where the taxpayer was not during the year a married 
person ora person 18 years of age‘or Over, by a»person 
who was the taxpayer’s 


_(i) mother or father, or lai atgiee 


(ii) brother or sister and who was not during the year’ 
a married person or’a person 18 years of age or over, 
or 


(d) by virtue of paragraph.(b),.if by. virtue. of that para~ 
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graph the property would, but for this paragraph, have 
been the taxpayer’s principal residence for 4 or more pre- 
vious taxation years, 


and 


(e) for the purposes of this definition the principal resi- 
dence of a taxpayer for a taxation year shall be deemed to 
include, except where the property consists of a share of 
the capital stock of a co-operative housing corporation, 
the land subjacent to. the housing unit and such portion of 
any immediately contiguous land as may reasonably be 
regarded as contributing to the taxpayer’s use and enjoy- 
ment of the housing unit as a residence, except that where 
the total area of the subjacent land and of that portion 
exceeds '/2 hectare, the excess shall be deemed not to 
have contributed to the individual’s use and enjoyment of 
the housing unit as a residence unless the taxpayer estab- 
lishes that it was Hees to that use and enjoyment, 
and 


(f) for the purposes of paragraph (c), a property 1a8ie- 
nated by a‘trust referred to in subsection 70(6) or 73(1) 
shall be deemed to be property designated by the spouse 
who is'a beneficiary of the trust and property designated 
by the spouse who is a beneficiary of any such trust shall 
be deemed to be a property designated by the ‘trust; 


Pre-RSC History: The definition “principal residence” was para. 
54(g). See Table of Concordance. 


Subpara. 54(g)(i) substituted by 1988, c. 55, subsec. 31(2), applica- 
ble in respect of 1972 et seq. for dispositions occurring after 1987. 
Subpara. 54(g)() formerly read: 


(i) ordinarily inhabited in the year by the taxpayer, his spouse 
or former spouse, or a child of the taxpayer who, during the 
year, was dependent upon him for support and was a person 
described in subparagraph 109(1)(d)(i), (ii) or (ii), or 


Subpara. 54(g)(i) amended by 1985, c. 45, subsec. 23(1), to substi- 
tute “was dependent” for “was wholly dependent’, applicable to 
1985 et seq. 


Subpara. 54(g)(ii) amended by 1985, c. 45, subsec. 23(1), to add 
reference to subsec. 45(3), applicable to 1982 et seq. 


All that portion of para. 54(g) following subpara. (iv) substituted by 
1985, c. 45, subsec. 23(2), applicable with respect to dispositions 
occurring after May 9, 1985. That portion formerly read: 


and for the purposes of this paragraph the “principal resi- 
dence” of a taxpayer for a taxation year shall be deemed-to 
include, except where the property consists of a share of the 
capital stock of a co-operative housing corporation, the land 
subjacent to the housing unit.and such portion of any immedi- 
ately contiguous land as may: reasonably be regarded as con- 
tributing to the taxpayer’s use and enjoyment of the housing 
unit as a residence, except that where the total area of the 
subjacent land and of that portion exceeds '/2 hectare, the ex- 
cess shall be deemed not to, have contributed to the individ- 
ual’s use and enjoyment of the housing unit as a residence 
unless the taxpayer establishes that: it was necessary to such 
use and enjoyment; 


Subpara. 54(g)(iii) substituted, applicable with respect to designa- 
tions made in respect of 1982 et seq., and all that portion of para. 
54(g) following subpara. (iv) amended to.substitute “'/2 hectare” for 
“one acre”, applicable with respect to dispositions occurring after 
1981, by 1980-81-82-83, c. 140, subsecs. 23(3), (4). Subpara. 
54(g)(iii) formerly read: 


(iii) unless it has been designated by him in prescribed man- 
ner to be his principal residence for that year and no other 
property has been so designated by him for that year, or 


Subpara. 54(g)(i) substituted by 1976-77, c. 4, subsec:. 14(1), appli- 
cable to 1972 et seq. 
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All that portion of para. 54(g) following subpara. (ii) and preceding 
subpara. (iii) substituted by 1974-75-76, c. 26, subsec. 25(2), appli- 
cable to 1972 et seq. 


All that portion of para. 54(g) preceding subpara. (iii) substituted by 
1973-74, c. 14, s. 14, applicable to 1972 et seq. 


Selected Cases [s. 54“principal residence”): Carlile v. Can- 
ada, [1995] 2 C.T.C..273 (FCA) (Uncertainty of being able to re- 


| zone property was sufficient to meet test for principal residence ex- 


emption on whole property); Augart (E.) v. MNR, [1993] 2 C.T.C. 
34 (FCA) (Approximately 9 acres contributed to use and enjoyment 
where subdivision precluded by law); Fourt v. MNR, [1991] 2 


| C.T.C. 311 (FCTD) (Sale of lot adjacent to principal residence ex- 


empt; reasonably regarded as contributing to use and enjoyment of 
residence); The Queen yv. Joyner, [1988] 2 C.T.C. 280 (FCTD) 
(Whether land in excess of one acre is part of taxpayer’s principal 
residence to be determined upon disposition of property); The 
Queen v. Yates, [1986] 2 C.T.C..46 (FCA) (Proceeds exempt from 
taxation where additional acres necessary for use and enjoyment of 


| taxpayer’s principal residence); Haber v. The Queen, [1982] C.T.C. 


405 (FCTD) (Taxpayer not ordinarily resident in residential prop- 
erty when home sold one year after acquisition); The Queen v. 
Mitosinka, [1978] C.T.C. 664 (FCTD) (House held to be principal 
residence only for part occupied by taxpayer). 


Regulations: 2301 (prescribed manner of designation). 


1.T. Application Rules: 26.1(1) (change of use of property before 
1972). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
218R: Profit, capital gains and losses from the sale of real estate, 
including farmland and inherited land and conversion of real estate 
from capital-property to inventory and vice versa; IT-268R3: Inter 
vives transfer of farm property to child; IT-366R: Principal resi- 
dence: transfer. to spouse or spouse trust; IT-437R: Ownership of 
property (principal residence). 


I.T. Technical News: No. 7 (principal residence and the capital 
gains election). 


Forms: T1079: Designation of a property as a principal residence 
by a personal trust; T1079-WS: Principal residence worksheet; 
T2091: Designation of a property as a principal residence by an in- 
dividual; T2091(IND) WS: Principal residence worksheet. 


‘proceeds of disposition”? of property includes, 
(a) the sale price of property that has been sold, 
(b) compensation for property unlawfully taken, 


(c) compensation for property destroyed, and any 
amount payable under a policy of insurance in re- 
spect of loss or destruction of property, 


(d) compensation for property taken under statu- 
tory authority or the sale price of property sold to 
a person by whom notice of an intention to take it 
under statutory authority was given, 

(e) compensation for property injuriously af- 
fected, whether lawfully or unlawfully or under 
statutory authority or otherwise, 


(f) compensation for property damaged and any 
amount payable under a policy of insurance in re- 
spect of damage to property, except to the extent 
that such compensation or amount, as the case 
may be, has within a reasonable time after the 
damage been expended on repairing the damage, 


(g) an amount by which the liability of a taxpayer 
to a mortgagee is reduced as a result of the sale of 
mortgaged property under a provision of the 
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mortgage, plus any amount received by the tax- 
payer out of the proceeds of the sale, 


(h) any amount included in computing a tax- 
payer’s proceeds of disposition of the property 
because of section.79, and 


(i) in the case of a share, an amount deemed by 
subparagraph 88(2)(b)(i1) not to be a dividend on 
that share, 


but notwithstanding any other provision of this Part, 
does not include 


(j) any amount that would otherwise be proceeds 
of disposition of a share to the extent that the 
amount is deemed by subsection 84(2) or (3) to 
be a dividend received and is not deemed by par- 
agraph 55(2)(a) or subparagraph 88(2)(b)(ii) not 
to be a dividend, or 


(k) any amount that would otherwise be proceeds 
of disposition of property of a taxpayer to the ex- 
tent that the amount is deemed by subsection 
84.1(1) or 212.1(1) to be a dividend paid to the 
taxpayer; 


Related Provisions: 13(21)“proceeds of disposition” — Pro- 
ceeds of disposition of depreciable property; 13(21.1) — Disposi- 
tion of a building; 43.1 — Life estates in real property; 44(6) — 
Deemed proceeds of disposition on replacement of land and build- 
ing; 48.1(1) — Optional gain when small business corporation be- 
comes public; 50(1) — Debts established to be bad debts and shares 
of bankrupt corporation; 51.1 — Deemed proceeds on conversion of 
convertible bond; 55(2) — Deemed proceeds ‘or capital gain; 
69(1)(b) — Inadequate considerations — taxpayer’ deemed. to have 
received proceeds of disposition; 69(4) — Shareholder. appropria- 
tion — deemed proceeds of disposition to corporation; 69(11) — 
Deemed proceeds of disposition; 70(5)— Deemed disposition on 
death; 79(3) — Deemed proceeds to debtor on surrender of property 
to creditor; 79.1(5) — Deemed proceeds where property sold and 
repossessed in same taxation year; 85(1)(a) — Transfer of property 
to corporation by shareholders; 85.1(1)(a)(@j) — Share for share ex- 
change; 86(1)(c) — Exchange of shares by a shareholder in course 
of reorganization of capital; 87(4)(a), (c) — Shares of predecessor 
corporation; 88(1)(a), (b) — Winding-up; 128.1(4)(b) — Deemed 
disposition of property on ceasing to be resident in Canada; 
132.2(1)(c), (f), (), G) — Deemed proceeds of ieee on mu- 
tual fund reorganization. 


History: Para. (h) of the definition “proceeds of disposition” in s. 
54 amended by 1995, c. 21, subsec. 18(1), applicable to taxation 
years that end after February 21, 1994. The para. formerly read: 


(h) any amount included in computing a taxpayer’s proceeds 
of disposition of the property by virtue of paragraph 79(c), 
and 


Pre-RSC History: The definition “proceeds of disposition” was 
para. 54(h). See Table of Concordance. 


Subpara. 54(h)(ix.1) repealed and subpara. 54(h)(xi) substituted to 
add reference to subsec. 84.1(1) by 1986, c. 6, subsecs. 27(2), (3). 
The repeal of subpara. 54(h)(ix.1) is applicable to 1986 et seq. and 
the amendment of subpara. 54(h)(xi) is applicable with respect to 
dispositions made after May 22, 1985. Subpara. 54(h)(ix.1) for- 
merly read: 


(ix.1) in the case of a share that is an indexed security, any 
amount received in respect of that share on a reduction of the 
paid-up capital of a corporation, 


Subpara. 54(h)(ix.1) added by 1984, c. 1, subsec. 21(1), applicable 
after September 30, 1983. 
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Subpara. 54(h)(x) substituted by 1980-81-82-83, c. 140, subsec. 
23(5), applicable with respect to dividends paid after November 12, 
1981, to add “received”. 


Subpara. 54(h)(x) substituted by 1980-8 1-82-83, c. 48, s. 23, appli- 
cable after December 11, 1979, to add “paragraph 55(2)(a) or”. 


All that portion of para. 54(h) following subpara. (viii) substituted 
by 1977-78, c. 1, s. 22, applicable to transactions occurring after 
December 31, 1978 to which any of subpara. 88(2)(b)(ii) and sub- 
secs. 84(2) and (3) apply but in applying paragraph 54(h) to disposi- 
tions after: March 31, 1977 and before 1979, subparagraph (x) 
thereof shall be read as: follows: 


(x) any amount that would otherwise be proceeds of disposi- 
tion of property of a taxpayer to the extent that such amount 
is deemed by subsection 212.1(1) to be a dividend paid to the 
taxpayer; and 


That portion of para, (h) following subpara. (vii) formerly read: 


but notwithstanding any other provision of this Part, does not 
include 


(ix) any amount that would otherwise be proceeds of dis- 
position of a share to the extent that such amount is 
deemed.by subsection 84(2).or (3) to be a dividend, or 


(x) any amount that would otherwise be proceeds of dis- 
position of a debt owing to a taxpayer to the extent that 
such amount 


(A) is deemed by subsection 84.1(1) to be a dividend 
_ received by the taxpayer, and 


(B) is a taxable dividend; and 


All that portion of para. 54(h) following subpara. (viii) substituted 
by 1974-75-76, c. 26, subsec. 25(3), applicable in respect of disposi- 
tions of property occurring after November 18, 1974. That portion 
formerly read: 


but notwithstanding any other provision of this Part does not 
include any amount that would otherwise be proceeds of dis- 
position of a share to the extent that such amount is deemed 
by subsection 84(2) or (3) to be a dividend; and 


Selected Cases [s. 54“proceeds of disposition”]: Corbett v. 
Canada, [1997] 1 C.T.C. 2. (FCA) (No conflict with section 79); 
Hogan v. MNR, [1995] 2 C.T.C. 108 (FCTD) (Proceeds of disposi- 
tion when property sold at mortgage sale was full amount of mort- 
gage, not lower amount upon subsequent resale); Sénécal (J.G.) v. 
MNR, [1993] 2 ©.T.C. 2218 (TCC) (Proceeds of disposition of land 
equal to cash and face value of promissory note received, despite 
evidence that note’s value nil); Shaw (J.M.) v. MNR, [1993] 1 
C.T.C. 221 (FCA), leave to appeal to SCC refused (1993), 158 NR 
399 (note) (Amount paid as “interest” on award of additional com- 
pensation for expropriation was interest income, not proceeds of 
disposition); Sani Sport Inc. v. Canada, [1990] 2 C.T.C. 15 (FCA) 
(Portion of compensation pertaining to expropriated property consti- 


| tutes! proceeds of disposition for calculation of capital gain); The 


Queen v. Fradet et al., [1986] 2 C.T.C. 321 (FCA) (Portion of sales 
price returned to purchaser not included in proceeds of disposition); 
Fisher, E.R:, Ltd. v. The Queen, [1986] 2 C.T.C. 114 (FCTD) (Inter- 
est on expropriation compensation included in proceeds of disposi- 
tion); Salt et al. v. The Queen, [1984] C.T.C. 414 (FCTD) (Amounts 
received for extended options included in proceeds of disposition). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-149R4: Winding-up dividend; IT-170R: Sale of prop- 
erty — when included in income computation; IT-185R: Losses 
from theft, defalcation or embezzlement; IT-200: Surface rentals 
and farming operations; IT-220R2: Capital cost allowance — pro- 
ceeds of disposition of depreciable property; IT-259R2: Exchanges 
of property; IT-271R:, Expropriations; IT-436R: Reserves — where 
promissory notes are included in disposal proceeds; IT-444R: Cor- 
porations — involuntary dissolutions; IT-460: Dispositions — ab- 
sence of consideration; IT-505: Mortgage foreclosures and condi- 
tional sales repossessions. 
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Advance Tax Rulings: ATR-28: Redemption of capital stock of | 
family farm corporation; ATR-35: Partitioning of assets to get spe- 
cific ownership — ApoE sbi 


“specified property” of a taxpayer is capital prop- 
erty.of the taxpayer that is... | 


(a) a share, 


(b) a capital interest in a trust, 

_. (c) an interest.in a partnership, OF 0: 

(d) an option to acquire specified ea of the 
taxpayer; aes 


History: The definition * ‘éppifiedl property” adidice to! S. 54 by 
1995, c. 21, subsec. 183). aeons to taxation years that end after 
February 21, 1994. 


“superficial loss” of a taxpayer means the tax- 
payer’s loss from the disposition of a property 1 in any 
case where 


(a) the same or identical prpperie Gn is defini- 
tion referred to as “‘substituted property’’).was ac- 
quired, during the period beginning 30. days 
before the disposition and ending 30 days after 
the disposition, by the taxpayer, the taxpayer’s 
spouse or a corporation controlled; directly or in- 
directly in any manner whatever, by the. taxpayer, 
and 


(b) at the end of the period referred ‘to in para- 
graph (a) the taxpayer, the taxpayer’s spouse or 
the corporation, as the case may be, owned, in 
any manner. whatever, the substituted property, 


except that a loss otherwise described in this defini- 
tion shall be deemed not to be a superficial loss if the | 
disposition giving rise to the loss 


(c) was a disposition deemed by parsenaph 
33-1(11)(a), subsection 45(1), section 48 as it 
read in its application before 1993, section 50 or 
70, subsection .104(4), section 128.1,. paragraph 
-132.2(1)(@), subsection 138(11.3) or. 142.5(2), 
paragraph’ 142.6(1)(b) or subsection 144(4.1) or 
(4. 2) or 149(10) to have been made, . 


(d) was the. expiration of an- option, or 


(€) was a disposition of property by the taxpayer 
to which paragraph 40(2)(e. 1) or subsection 85(4) 
applies. 
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Related Provisions: 13(21.2) — Superficial loss rule for depre- 
ciable property; 18(13) — Superficial loss in business of lending 
money; 40(2)(g)(i) — Superficial loss deemed to be nil; 40(3.3), 


(3.4) — Limitation on loss where property acquired by affiliated 
person; 53(1)(f) — Addition to adjusted cost base of substituted 
property; 138(5.2) — Superficial loss in insurance business; 
248(12) —Identical properties; 251.1 — Affiliated persons; 
252(4) — Extended meaning of “spouse”; 256(5.1) — Controlled 
directly or indirectly — control in fact; 256(7)-(9) — Whether con- 
trol acquired. 


History: Para. (c) of the definition “superficial loss” in s. 54 
amended by 1995, c. 21, s. 77, applicable to dispositions. that occur 
after February 22, 1994, except that in applying para. (c) before July 
1994, it shall be read without reference to “paragraph 132.2(1)(f)”. 
The para. formerly read: 


(c) was a disposition deemed by paragraph 33.1(11)(a), sub- 
section 45(1), section 48 as it read in its application before 
1993, section 50 or 70, subsection 104(4), section 128.1 or 
subsection 138(11.3), 144(4.1) or (4.2) or 149(10) to have 
[been] made, 


Para. (e) of the definition “superficial loss” in s. 54 amended by 
1995, c. 21, subsec. 18(2), applicable to taxation years that end after 
February 21, 1994. The para. formerly read: 


(€) was a disposition of property by the taxpayer to which 
subsection 85(4) applies. 


Para. (c) of the definition “superficial loss” in s. 54 substituted by 
1994, c. 21, s. 23, applicable after 1992 except that, where a corpo- 
ration elects in accordance with paragraph 111(4)(a) of 1994, c. 21 
(i.e., elects before the end of December 1994 for new. subsec. 
250(5.1) to apply in respect of a continuance before 1993), the 
amended para. applies to the corporation from the corporation’s 
time of continuation (within the meaning assigned by that para- 
graph). Para. (c) formerly read: 


(c) was a disposition deemed by paragraph 33.1(11)(a), sub- 
section 45(1), section 48, 50 or 70 or subsection 104(4), 
138(11.3), 144(4.1) or (4.2) or 149(10) to have been made, 


Para. (a) of the definition “superficial loss” in s. 54 amended by 
1994, c. 7, Sch. II (1991, c. 49), s. 31, to substitute “controlled, di- 
rectly” for “controlled, whether directly”, applicable to taxation 
years beginning after 1988. 


Pre-RSC History: The definition “superficial loss” was para. 
54(i). 


Subpara. 54(i)(iii) substituted by 1987, c. 46, s. 14, applicable with 
respect to taxation years commencing after December 17, 1987. 
Subpara. 54(i)(ii) formerly read: 


(iii) was a disposition deemed by section 48, 50 or 70 or sub- 
section 45(1), 104(4), 138(11.3), 144(4.1) or (4.2) or 149(10) 
to have been made, 


Subpara. 54(i)(vi) repealed by 1986, c. 6, subsec. 27(4), applicable 
to 1986 et seg. Subpara. 54(i)(vi) formerly read: 


(vi) was a disposition deemed by paragraph 47.1(2)(c) to 
have been made on the transfer of the property to an indexed 
security investment plan and the property was not within 30 
days after the disposition withdrawn from the plan or dis- 
posed of under the plan to a person with whom the taxpayer 
did not deal at arm’s length. 


Subpara. 54(i)(vi) added by 1984, c. 1, subsec. 21(2), applicable af- 
ter September 30, 1983. 


Subpara. 54(i)(iii) substituted by 1980-81-82-83, c. 140, subsec. 
23(6), applicable after November 12, 1981. Subpara. 54(i)(iii) for- 
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merly read: 


(iii) was a disposition deemed by section 48, 50 or 70 or sub- 
section 45(1), 104(4) or 144(4.1) or (4.2) to have been made, 


Subparas. 54(i)(i), (ii) substituted by 1976-77, c. 4, subsec. 14(2), 
applicable to transfers of property after May 25, 1976. Subparas. 
54(i)(i), (ii) formerly read: 


(i) the same or identical property (in this paragraph referred 
to as “substituted property”) was acquired, during the period 
beginning 30 days before the disposition and ending 30 days 
after the disposition, by the taxpayer, his spouse, any trust 
governed by a plan referred to in any of clauses 54(c)(v) (A) 
to (D) under which he is a beneficiary or immediately after 
the disposition becomes a beneficiary, any beneficiary under 
such a plan, or a corporation controlled, whether directly or 
indirectly in any manner whatever, by him, and 


(ii) at the end of the period referred to in subparagraph (i) the 
taxpayer, his spouse, the trust governed by a plan, the benefi- 
ciary or the corporation, as the case may be, owned, in any 
manner whatever, the substituted property, 


Subparas. 54(i)(i)-(iii) substituted by 1974-75-76, c. 26, subsec. 
25(4), applicable to 1972 et seq. except that, in its application to 
1972 and 1973, subpara. 54(i)(ii1) is to be read without reference to 
subsec. 144(4.2). 


1.T. Application Rules: 26(6) (superficial loss where disposition 
from June 19 to December 31, 1971). 


Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts; IT-325R2: Property transfers after separation, divorce 
and annulment; IT-387R2: Meaning of “identical properties”. 


1.T. Technical News: No. 7 (control by a group — 50/50 arrange- 
ment (re para. (f))). 


Definitions [s. 54]: “acquired” — 256(7)-(9); “affiliated” — 
251.1; “amount” — 248(1); “beneficially interested” — 248(25); 
“brother” — 252(2); “business” — 248(1); “Canada” — 255; “capi- 
tal gain” — 39(1)(a), 248(1); “capital interest” — in a trust 108(1), 
248(1); “capital loss” — 39(1)(b), 248(1); “capital-property” — 54, 
248(1); “control” — 256(7)-(9); “controlled directly or indi- 
rectly” — 256(5.1); “corporation” — 248(1), Interpretation Act 
35(1); “child” — 252(1); “deferred profit sharing plan” — 147(1), 
248(1); “depreciable property” — 13(21), 248(1); “disposition” — 


54; “dividend” — 248(1); “eligible capital amount” — 14(1), 


248(1); “eligible capital property” — 54, 248(1); “employees profit 
sharing plan” — 144(1), 248(1); “father” — 252(2); “identical” — 
248(12); “individual” — 248(1); “married”, — 252(4)(c); 
“mother” — 252(2); “person”, “personal trust” — 248(1); “per- 
sonal-use property” — 54, 248(1); “prescribed”, “property” — 
248(1); “registered charity” — 248(1); “registered retirement in- 
come fund” — 146.3(1), 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “resident in Canada” — 250; “separation 
agreement” — 248(1); “share” — 248(1); “sister” — 252(2); “spec- 
ified beneficiary” — 54“principal residence”(c.1)(ii); “spouse” — 
252(4)(a); “substituted property” — 54“superficial loss”(a); “taxa- 
tion year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), 
(3). 


54.1 (1) Exception to principal residence 
rules — A taxation year in which a taxpayer does 
not ordinarily inhabit the taxpayer’s property as a 
consequence of the relocation of the taxpayer’s or 
the taxpayer’s spouse’s place of employment while 
the taxpayer or the spouse, as the case may be, is 
employed by an employer who is not a person to 
whom the taxpayer or the spouse is related shall be 
deemed not to be a previous taxation year referred to 
in paragraph (d) of the definition “principal resi- 
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dence” in section 54 if 


(a) the property subsequently becomes ordinarily 
inhabited by the taxpayer during the term of the 
taxpayer’s or the taxpayer’s spouse’s employ- 
ment by that employer or before the end of the 
taxation year immediately following the taxation 
year in which the taxpayer’s or the spouse’s em- 
ployment by that employer. terminates;.or | 


(b) the taxpayer dies during the term of the tax- 
payer’s or the spouse’s employment by. that 
employer. 

Related Provisions: 252(4) — Extended meaning of “spouse”. 


(2) Definition of “property” — In this section, 
“property”, in relation to a taxpayer, means a hous- 
ing unit 
(a) owned by the taxpayer, 
(b) in respect of which the taxpayer has a lease- 
hold interest, or 


(c) in respect of which the taxpayer owned a 
share of the capital stock of a co-operative hous- 
ing corporation if the share was acquired for the 
sole purpose of acquiring the right to inhabit a 
housing unit owned by. the corporation 


whether jointly with another person or otherwise in 
the year and that at all times was at least 40 kilome- 
tres farther from the taxpayer’s or the taxpayer’s 
spouse’s new place of employment than was the tax- 
payer’s subsequent place or places of residence. 


Related Provisions: 40(2)(b), eee —(6) — Principal residence 
rules. 


Pre-RSC History [s. 54.1]: That portion of dabsee. 54.1(2) fol- 
lowing para. (c) substituted by 1980-81-82-83, c. 140, s. 24, appli- 
cable with respect to relocations occurring after 1981, to substitute 
“40 kilometres” for “25 miles”. 


Subsec. 54.1(1), and that portion of subsec. 54.1(2) tolleviae para. 
(c), substituted by 1976-77, c..4, s. 15, applicable to 1972 et seq. 


S. 54.1 added by 1974-75-76, c. 26, s. 26, applicable to 1972 et seq. 
Definitions [s. 54.1]: “corporation” — 248(1), Interpretation Act 
35(1); “employed”, “employer”, “employment”, “person” — 
248(1); “property” —54.1(2); “share” — 248(1); “spouse” — 
252(4)(a); “taxation year’ — 249; “taxpayer” — 248(1). 
Interpretation Bulletins [s. 54.1]: IT-120R4: Principal 
residence. 


54.2 Certain shares deemed to be capital 
property — Where any person has disposed of. 
property that consisted of all or substantially all of 
the assets used in an active business carried on by 
that person to a corporation for consideration that in- 
cluded shares of the corporation, the shares shall be 
deemed to be capital property of the person. 

Related Provisions: 39(4) — Election re disposition of Canadian 
securities; 85(1)— Rollovers of property to corporation; 
110.6(14)(f) Gi) — Shares qualify for capital gains exemption with- 
out waiting for 2-year holding period; 248(1) — “Business” does 
not include adventure or concern in the nature of trade. 


Pre-RSC History: S. 54.2 added by 1988, c. 55, s. 32, applicable 
with respect to dispositions occurring after 1987. 


tation Act 35(1); 


| “permitted exchange”, : 
by a distributing corporation, means 


S..55(1) per 


Definitions [s. 54.2]: “active, business”, “business” — 248(1); 
“capital property” — 54, 248(1); “corporation” —.248(1), Interpre- 
“disposition” — 54; “person”, “property”, 
“share” — 248(1). 


_ Information Circulars: 88-2 Supplement, para. 7: General anti- 


avoidance rule — section 245 of the Income Tax Act. 


55. (1) Definitions — In this section, 


“distribution” means a direct or indirect transfer of 
property of a corporation (referred to in this section 


as the “distributing corporation”) to one or more cor- 


porations (each of which is referred to in this section 
as a “transferee corporation”) where, in ‘respect of 
each type of property owned by the distributing cor- 


' poration immediately. before. the transfer, each trans- 


feree corporation receives property of that type the 
fair market value of which is;.equal to or approxi- 
mates the amount determined by the formula 


B 
PO 
c 


where 


A is the fair market value, immediately; before the 
transfer, of all property of that type owned at that 
time by the distributing corporation, 


Bis the fair market value, immediately before the 


transfer, of all the shares. of the, capital stock of 
the distributing corporation owned at that time by 
the: transferee. corporation,, and 


C is the fair market value, immediately before the 
transfer,.of all the issued shares. of the capital 
stock of. the distributing’ corporation; 

Related Provisions: 88(1)(c)(iv) —‘!Winding-up. 


“nermitted acquisition”, in relation to a distribution 
by a distributing corporation, means an acquisition 
of property by a person or partnership on, or as part 
of, 


(a) a distribution, or. 


(b).a permitted exchange or permitted redemption 
in relation to a distribution by. another distribut- 
ing corporation; 


in relation. to a distribution 


(a) an exchange of shares for shares:of the capital 
stock of the distributing corporation to which 
‘subsection: 51(1) or 86(1) applies or would, if the 
shares were capital property to the holder thereof, 
apply,.other than an exchange that resulted in an 
acquisition of control of the distributing corpora- 
tion by any. person or group of persons, and 


(b) an exchange of shares of the capital stock of 
the distributing corporation by one or more share- 
holders of the: distributing corporation (each of 
whom is referred to in this paragraph as a “par- 
ticipant”) for shares of the capital stock of an- 
other corporation (referred to in this paragraph as 
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the “acquiror”’) in contemplation of the distribu- | tion by a distributing corporation, means 


tion where | (a) a redemption or purchase for cancellation by 
(i) no share of the capital stock of the acquiror the distributing corporation, as part of the reor- 
outstanding immediately after the exchange ganization in which the distribution was made, of 
(other than directors’ qualifying shares) is all the shares of its capital stock owned by a 
owned at that time by any person or partner- transferee corporation in relation to the distribut- 
ship other than a participant, ing corporation, 

and either (b) a redemption or purchase for cancellation by a 


transferee corporation in relation to the distribut- 
ing corporation, as part of the reorganization in 
which the distribution was made, of all of the 
shares of its capital stock owned by the distribut- 
ing corporation, and 


(ii) the acquiror owns, immediately before the 
distribution, all the shares each of which is a 
share of the capital stock of the distributing 
corporation that was owned immediately 
before the exchange by a participant, or 


(iii) the fair market value, immediately before 
the distribution, of each participant’s shares of 
the capital stock of the acquiror is equal to or 
approximates the amount determined by the 
formula 


A xee iD 
C 


where 


A is the fair market value, immediately 
before the distribution, of all the shares of 
the capital stock of the acquiror then out- 
standing (other than shares issued to. par- 
ticipants in consideration for shares of a 
specified class all the shares of which were 
acquired by the acquiror on the exchange), 


B is the fair market value, immediately 
before the exchange, of all the shares of 
the capital stock of the distributing corpo- 
ration (other than shares of a specified 
class none or all of the shares of which 
were acquired by the acquiror on the ex- 
change) owned at that time by the 
participant, 


C is the fair market value, immediately 
before the exchange; of all the shares 
(other than shares of a specified class none 
or all of the shares of which were acquired 
by the acquiror on the exchange and shares 

to be redeemed, acquired or cancelled by 
the distributing corporation pursuant to the 
exercise of a statutory right of dissent by 
the holder of the share) of the capital stock 
of the distributing corporation outstanding 
immediately before the exchange, and 


D is the fair market value, immediately 
before the distribution, of all the shares is- 
sued to the participant by the acquiror in 
consideration for shares of a specified 
class all of the shares of which were ac- 
quired by the acquiror on the exchange; 


Related Provisions: 256(7)-(9) — Whether control acquired. 


“permitted redemption’, in relation to a distribu- 
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_ (c).a redemption or purchase for cancellation by 

_ the distributing corporation, in contemplation of 

the distribution, of all the — os its. capital 
stock each of which is 


(i) a share of a specified class the cost of 
which, at the time of its issuance, to:its origi- 
nal owner was equal to the fair market value 
at that time. of the ponsidgrasion. for: which it 
was. issued, or 


“ (ii) a share. that was issued, in comseinpldtion 
of the distribution, by the distributing corpora- 
tion in-exchange for.a share described in sub- 


paragraph. (i); 


“specified class” means a class of shares of the capi- 

tal stock of a distributing corporation where ~~ ° 
(a) the paid-up capital in respect of the class im- 
mediately before the beginning of the series of 
transactions or events that includes a distribution 
by the distributing corporation was not less than 
the fair market value of the consideration for 
which the shares of that class then ae ee 
were issued, 


(b) under neither the terms and conditions of the 
shares nor any agreement in respect of the shares 


are the shares convertible into or exchangeable | 


for shares other than shares of a specified class or 
shares of the capital stock of a transferee corpora- 
tion in relation to the. distributing corporation, 
and 


(c) under neither the terms and Eenditisis of the 
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shares nor-any agreement in respect of the shares 
is any holder of the shares entitled to receive on 
the redemption, cancellation or acquisition of the 
shares by the corporation or by any person with 
whom the corporation does not deal) at arm’s 
length (excluding any premium for early redemp- 
tion) an amount greater than the total of the fair 
market value of the consideration for which the 
shares were issued and the amount of any unpaid 
dividends thereon. 


History: New sibses: 55(1) added 44 by 1995, & 3, ice 16(1), ap- 
plicable to dividends received after February 21, 1994 other than 
dividends received before 1995 in the course of a reorganization 
that was required on February 22, 1994 to be carried out pursuant to 
a written agreement entered into before February 22, 1994. 


Pre-RSC History: Former subsec. 55(1) repealed by 1988, c. 55, 
subsec. 33(1), applicable with respect to transactions entered into on 
or after September 13, 1988, other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsection 248(10), commencing 
before September 13, 1988 and completed before 1989; or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 

~ the course of an arrangement and in respect of which the tax- 
payer received from’ the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Subsec. 55(1) formerly read: . 


55. (1) Avoidance — For the purposes of this subdivision, 
where the result of one or more sales, exchanges, declarations - 
of trust, or other transactions of any kind whatever is that a 
taxpayer.has disposed of property under circumstances such 
that he may reasonably be considered to have artificially or 
unduly 


(a) reduced the amount t of his gain fo the disposition, 
(b) created a loss from the disposition, or 
(c) increased the amount of his loss from the disposition, 


the taxpayer’s gain or loss, as the case may be, from the dis- 
position of the property shall be computed as if such reduc- 
tion, creation or increase, as the case may be, had not 
occurred. 


Selected Cases [subsec. 55(1)]: Nova Corporation of Alberta 
v. Canada, [1996] 1 C.T.C. 2164 (TCC) (Provision not applicable 
where taxpayer did nothing to increase an existing loss in shares 
acquired in arm’s length transaction). 


(2) Deemed proceeds or capital gain — Where 
a corporation resident in Canada has after April 21, 
1980 received a taxable dividend in respect of which 
it is entitled to a deduction under subsection 112(1) 
or 138(6) as part of a transaction or event or a series 
of transactions or events (other than as part of a se- 
ries of transactions or events that commenced before 
April 22, 1980), one of the purposes of which (or, in 
the case of a dividend under subsection 84(3), one of 
the results of which) was to effect a significant re- 
duction in the portion of the capital gain that, but for 
the dividend, would have been realized on a disposi- 
tion at fair market value of any share of capital stock 
immediately before the dividend and that could rea- 
sonably be considered to be attributable to anything 
other than income earned or realized by any corpora- 
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tion after 1971 and before the transaction or event or 
the commencement of the series of transactions or 
events referred to in paragraph (3)(a), notwithstand- 
ing any other section of this Act, the amount of the 
dividend (other than the portion thereof, if any, sub- 
ject to tax under Part TV that is not refunded as a 
consequence of the payment of a dividend to a cor- 
poration where ‘the payment is part of the series of 
transactions or events) © | 
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(a) shall be deemed not to be a dividend: received 
by the corporation; 


(b) where a corporation has disposed of the share, 
shall be deemed to be proceeds of disposition of 
the share except to the extent that it is otherwise 
included in computing such proceeds; and 


(c) where a corporation has not disposed of the 
share, shall be deemed to be a gain of the corpo- 
ration for the year in which the dividend was re- 
ceived from the disposition of a capital property. 


Related. Provisions: 54“proceeds of disposition’”(j) — Effect of 
55(2) on proceeds of disposition; 55(3),— Exception; 55(4) — 
Arm’s length dealings; 55(5) — Applicable rules; 110.6(7)(a) — 
Capital gains exemption disallowed on butterfly; 112(3) — Stop- 
loss rule denying capital loss after dividends received on share; 
248(10) — Series of transactions; 256(7) — Where control deemed 
not to be acquired; 256(8)— Where rights acquired rather than 
shares in order to avoid 55(2). 


Pre-RSC History: See at end of s. a 


Selected Cases [subsec. 55(2)]: Placer Dome Inc. v. Canada, 
[1997] 1 C.T.C. 72 (FCA) (“Purpose” is subjective in nature; “Te- 
sult” is objective); Industries S.L.M. Inc. v. Canada, [1996] 2 
C.T.C. 2572 (TCC) (Dividend subjéct to application of provision as 
significantly reducing capital gain on sale of shares); Champagne v. 
MNR, [1996] 2. C.T.C. 2537 (TCC) (Safe income to be calcuiated on 
basis of income available for distribution, not already distributed); 
Placer Dome Inc. v. Canada, [1996] 2 C.T.C. 2258 (TCC) (Section 
inapplicable where no intention to reduce capital gain); Sabo Broth- 
ers Construction Ltd v. Canada, [1996] 2 C.T.C. 2073 (TCC) (Busi- 
ness loss disallowed where no possibility of profit; tax benefits did 
not arise solely from operation of Act); Nassau Walnut Investments 
Inc. v. Canada, [1995] 2 C.T.C. 2057 (TEC) (Construction adopted 
which gave taxpayer the benefit of relief intended by the legisla- 
tion); CPL Holdings v. Canada, [1995] 1 C.T.C. 447 (FCTD) (Pro- 
vision not applicable where transactions not motivated by same con- 
siderations and purpose was to improve legal protection). — 


Information Circulars: 88-2, paras. 7, 13: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


I.T. Technical News: No. 3 (loss utilization within a cemectian 
group; butterfly reorganizations); No. 7 (subsection 55(2) — recent 
cases). 


Advance Tax Rulings: ATR-22R: Estate jae using share eXx- 
change; ATR-27: Exchange and acquisition of interests in capital 
properties through rollovers and winding-up (“butterfly”); ATR-35: 
Partitioning of assets to get specific ownership — “butterfly”; ATR- 
47: Transfer of assets to Realtyco; ATR-56: Purification of a family 
farm corporation; ATR-57: Transfer of property for estate planning 
purposes; ATR-58: Divisive reorganization. 


(3) Exception — Subsection (2) does not apply to 
any dividend received by a corporation, 
(a) unless the dividend was received as part of a 
transaction or event or a series of transactions or 
events that resulted in 
(i) a disposition of property to a person (other 
than the corporation) to whom that corpora- 
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tion was not related, or 


(ii) a significant increase in the interest in any 
corporation of any person (other than the cor- 
poration that received the dividend) to whom 
the corporation that received the dividend was 
. not related; or - 
Selected Cases [para. 55(3)(a)]: CPL Holdings y. Canada, 
[1995] 1 C.T.C. 447 (FCTD) (Provision not applicable where trans- 


actions not motivated by same considerations and purpose was to 
improve legal protection). 
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(b) if the dividend was received 
(i) in the course of a reorganization in which 


(A) a distributing corporation made a dis- 
tribution to one or more transferee corpo- 
rations, and . 


(B) the distributing corporation was wound 
up or all of the shares of its capital stock 
owned by each transferee corporation im- 
mediately before the distribution, were re- 
deemed or cancelled otherwise than on an 
exchange to which subsection. 51(1), 85(1) 
or 86(1) applies, and 


(ii).on a permitted redemption.i in relation to 
the distribution or on. the. winding- up of the 
distributing. corporation. 


Related Provisions: 13(30) — Transfers of enaaes 55(3, 01) — 
Rules-of interpretation for: 55(3)(a). 55(3.1), (3.2) — Exception for 
purchase butterfly;, 88(1)(d) — Winding-up;  88(1)(c)(aii), 
88(1)(c.2) — Cost base of property after windup; . 110.6(7)(a)— 
Capital gains exemption disallowed on butterfly; 248(10) — Series 
of transactions; Reg. 1100(2.2),. 1102(14)(a) = Depreciable prop- 
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erty acquired on reorganization. purposes; ATR-58: Divisive reorganization. 


History: Subparas. 55(3)(a)(i) and (ii) amended by 1995, c. 3, sub- 
sec. 16(2), applicable to dividends received after February 21, 1994, 
other than dividends received as part of a transaction or event or a 
series of transactions or events that was required on February 22, 
1994 to be carried out pursuant to a written agreement entered into 
before February 22, 1994. Subparas. (i) and (ii) formerly read: 


(i) a disposition of any property to a person with whom that 
corporation was dealing at arm’s length, or 


(ii) a significant increase in the interest in any corporation of 
any person with whom the corporation that received the divi- 
dend was dealing at arm’s length; or 


Para. 55(3)(b) amended by 1995, c. 3, subsec. 16(3), applicable to 
dividends received after February 21, 1994 other than dividends re- 
ceived before 1995 in the course of a reorganization that was re- 
quired on February 22, 1994 to be carried out pursuant to a written 
agreement entered into before February 22, 1994. Para. (b) formerly 
read: 


(b) if the dividend was received in the course of a reorganiza- 
tion in which property of a particular corporation was trans- 
ferred, directly or indirectly, to one or more corporations 
(each of which is in this paragraph referred to as a “‘trans- 
feree”) and, in respect of each type of property so transferred, 
the fair market’ value of the property so received by each 
transferee was equal to or approximated the proportion of the 
fair market value of all property of that type owned by the 
particular corporation immediately before the transfer that 


(i) the total of the fair market value immediately before 
the transfer of all shares of the capital stock of the partic- 
ular corporation owned by the transferee at that time 


is of 
(ii) the fair market value immediately before the transfer 


of all the issued shares of the capital stock of the particu- 
lar corporation at that time, 


except that this paragraph does not apply in respect of a trans- 
fer where, in contemplation of and before the transfer, prop- 
erty has become property of the particular corporation, a cor- 
poration controlled by the particular corporation or a 
predecessor of any such corporation otherwise than as a result 
of 


(iii) an amalgamation of corporations each of which was 
related to the particular corporation, 


(iv) the winding-up of a corporation that was related to 
the particular corporation, 


(v) a transaction to which subsection (2) would, but for 
this subsection, apply, 


(vi) a disposition of property by the particular corpora- 
tion or a corporation controlled by it to another corpora- 
tion controlled by the particular corporation, 

(vii) a disposition of property by the particular corpora- 
tion or a predecessor thereof for consideration that con- 
sists only of money or indebtedness that is not converti- 
ble into other property, or of any combination thereof, or 


(viii) a prescribed transaction. 
Pre-RSC History: See at end of s. 55. 


Information Circulars: 88-2, para. 7: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


I.T. Technical News: No. 3 (butterfly reorganizations). 


Advance Tax Rulings: ATR-22R: Estate freeze using share ex- 
change; ATR-27: Exchange and acquisition of interests in capital 
properties through rollovers and winding-up (“butterfly”); ATR-35: 
Partitioning of assets to get specific ownership — “butterfly”; ATR- 
47: Transfer of assets to Realtyco; ATR-56: Purification of a family 
farm corporation; ATR-57: Transfer of property for estate planning 
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(3.1) Where para. (3)(b) not applicable — Not- 
withstanding subsection (3), a dividend to which 
subsection (2) would, but for paragraph (3)(b), apply — 
is not excluded from the application of subsection 
(2) where 


(a) in contemplation of and beige a distribution 

made in the course of the reorganization in which | 

the dividend was received, property became 

property of the distributing corporation, a corpo- 

ration controlled by it or a predecessor corpora- 

tion of any such corporation otherwise than as a 
result of 


(i) an amalgamation of corporations each of 
which was related to the distributing 
corporation, 


(ii). an amalgamation of a predecessor corpo- 
ration of the: distributing corporation and one 
or more corporations controlled by that BiG 
cessor corporation, 


(iii) a reorganization in which a dividend was 
received to which subsection (2) would, but 
for paragraph (3)(b), apply, or 
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(iv) a disposition of property by 
(A) the distributing corporation, a corpora- 
» tion controlled. by it or a predecessor cor- 
_ poration of any such corporation to a cor- 
poration controlled by the distributing 
corporation or a predecessor corporation of 
the distributing corporation, 
(B) a corporation controlled by the distrib- 
uting corporation or by a predecessor cor- 
poration of the distributing corporation to 
the distributing corporation or predecessor 
corporation, as the case may be, or 


(C) the distributing corporation, a corpora- 
tion controlled by it or a predecessor cor- 
poration of any such corporation for con- 
sideration that consists only of money or 
indebtedness that is not convertible into 
other property, or of any combination 
thereof, 


(b) the dividend was received as part of a series 
of transactions or events in which 


(i) a person or partnership (referred to in this 
subparagraph as the ° ‘vendor’ ”) disposed of 
' property and 
(A) the property is 
(I) a share of the’capital stock of a dis- 
tributing corporation that made a distri- 
bution as part of the series or of a trans- 
feree corporation in relation to the 
distributing corporation, or — 
(II) property 10% or more of the. fair 
market value of which was, at any time 
during the course of the series,. derived 
from one or more shares described in 
subclause (1), 


. (B) the vendor was, at any time during the 
course of the series, a specified share- 
holder of the distributing corporation or of 
the transferee corporation, and 


(C) the property or any other property 
(other than property received by the trans- 
feree corporation on the distribution) ac- 
quired by any person or partnership in sub- 
stitution therefor was acquired (otherwise 
‘than on a permitted acquisition, permitted 
exchange or permitted redemption in rela- 

- tion to the distribution) by a person (other 
than the vendor) who was not related to the 
vendor or, as part of the series, ceased to 
be related to the vendor or by a 
partnership, 


(ii) control of a distributing corporation that 
made a distribution as part of the series or of a 
transferee corporation in relation to the dis- 


tributing corporation was acquired (otherwise 


than as a result of a permitted acquisition, per- 
mitted exchange or permitted redemption in 
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relation to the distribution) by a person or 
group of persons, or 


(iii) in contemplation of a distribution by a 
distributing corporation, a share of the capital 
stock of the distributing corporation was ac- 
quired (otherwise than on a permitted acquisi- 
tion or permitted exchange in relation to the 
distribution or on an amalgamation of 2 or 
more predecessor corporations of the distrib- 
uting corporation) by 
(A) a transferee corporation in relation to 
the distributing corporation or by a person 
or partnership with whom the transferee 
corporation did not deal at arm’s length 
from a person to whom the acquiror was 
not related or from a partnership, 


(B) a person or any member of a group of 
persons who acquired control of the dis- 
tributing corporation as part of the series, 


(C) a particular partnership any interest in 
which is held, directly or indirectly 
through one or more partnerships, by a 
person referred to in clause (B), or 


(D) a person or partnership with whom a 
person referred to in clause (B) or a partic- 
ular partnership referred to in clause (C) 
did not deal at arm’s length, 


(c) the dividend was received by a transferee cor- 
poration from a distributing corporation that, im- 
mediately after the reorganization in the course of 
which a distribution was made and the dividend 
was received, was not related to the transferee 
corporation and the total of all amounts each of 
which 1s the fair market value, at the time of ac- 
quisition, of a property that 


(i) was acquired, as part of the series of trans-— 
actions or events that includes the receipt of 

the dividend, by a person (other than the | 
transferee corporation) who was not related to 

the transferee corporation or, as part of the se- 

ries, ceased to be related to the transferee cor- 

poration or by a partnership, otherwise than 


(A) as a result of a disposition in the ordi- 
nary course of business, 


(B) on a permitted acquisition in relation 
to a distribution, or 


(C) as a result of an amalgamation of 2 or 
more corporations that were related to each 
other immediately before the amalgama- 
tion, and 


(11) is a property (other than money, indebted- 
ness that is not convertible into other property, 
a share of the capital stock of the transferee 
corporation and property more than 10% of 
the fair market value of which is attributable 
to one or more such shares) 


(A) that was received by the transferee 
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corporation on the distribution, 


(B) more than 10% of the fair market value 
of which was, at any time after the distri- 
bution and before the end of the series, at- 
tributable to property received by the 
transferee corporation on the distribution, 
or 


(C) to which, at any time during the course 
of the series, more than 10% of the fair 
market value of a property referred to 
clause (A) was attributable 
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is greater than 10% of the fair market value, at 
the time of the distribution, of all the property 
(other than money and indebtedness that is not 
convertible into other property) received by the 
transferee corporation on the distribution, or 


(d), the dividend was received by a distributing 
corporation that, immediately after the reorgani- 
zation in the course of which a distribution was 
made and the dividend was received, was not re- 
lated to the transferee corporation that paid the 

dividend and the total of all.amounts each of 
which is the fair market value, at the time of ac- 
quisition, of a property that 


(i) was acquired, as part of the.series of trans- 
actions or events that includes the receipt of 
the dividend, by a person (other than the dis- 
tributing corporation) who was not related to 
the distributing corporation or, as part of the 
series, ceased to be related to the distributing 
corporation or by a PaNGE otherwise 
than 


(A) as a result of a disfositioh in the ordi- 
nary course of business, 


(B) on a permitted Ra waateuts in slp ets 
to a distribution; or: 


(C).as a result of an amalgamation of 2 or 
more corporations that were related to each 
other immediately before the amalgama- 
tion, and } 


(ii) is a property (other than money, indebted- 
ness that is not convertible into other property, 
a share of the capital stock of the distributing 
corporation and property more than 10% of 
the fair market value of which is attributable 
to one or more such shares) 


(A) that was owned by the distributing cor- 
poration immediately before the distribu- 
tion and not disposed of by it on the 
distribution, — 


(B) more than 10% of the fair market value 
of which was, at any time after the distri- 
bution, attributable to property described 
in clause (A), or 


(C) to which, at any time during ‘the course 
of the series, more than 10% of the fair 
market value of a property referred to in | 
clause (A) was attributable 


is greater than 10% of the fair market value at the 
time of the distribution, of all the property (other 
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than money and indebtedness that is not converti- 
ble into other property) owned immediately 
before that time by the distributing corporation 
and not disposed of by it on the distribution. 


Related Provisions: 55(3.2) — Interpretation; 88(1)(c)(iv), 
88(1)(c.2) — Limitation of cost base of property on. winding-up; 
256(7)~(9) — Whether control acquired. 


History: Subsec. 55(3.1) amended by 1995, c. 3, subsec. 16(4), ap- 
plicable to dividends received after February 21, 1994 other than 
dividends received before 1995 in the course of a reorganization 
that was required on February 22, 1994 to be carried out pursuant to 
a written agreement entered into before February 22, 1994, except 
that, in applying the Act to dividends received before June 23, 1994, 


(a) para. 55(3.1)(b) shall be read as follows: 


(b) the dividend was received as part of a series of trans- 
actions or events in which 


(i) a person or partnership (referred to in this subpar- 
agraph as the “vendor”’) disposed of property and 


(A) the property. is 


(1) a share of the capital stock of a distribut- 
ing corporation that made a distribution as 
part of the series or of a transferee corpora- 
tion in relation to the distributing corpora- 
tion, or 


(II) property 10% or more of the fair market 
value of which was, at any time during the 
course of the series, derived from one or 
more shares described in subclause (1), 


(B) the property or any other property (other 
than property received by the transferee corpora- 
tion on the distribution) acquired by any person 
or partnership in substitution therefor was. ac- 
quired (otherwise than on a permitted acquisi- 
tion, permitted exchange or permitted redemp- 
tion in relation to the distribution) by a person 
(other than the vendor) who was not related to 
the vendor or, as part of the series, ceased to be 
related to the vendor or by a partnership, and 


(C) either 


(1) control of the distributing corporation or 
of a transferee corporation in relation to the 
distributing corporation was acquired (other- 
‘wise than as a result of a permitted acquisi- 
tion, permitted exchange or permitted re- 
demption in relation to the distribution) by 
any person or group of persons, or 


(II) the vendor was, at any time during the 
course of the series, a specified shareholder 
of the distributing corporation or a transferee 
corporation in relation to the distributing 
corporation, or 


(ii) a share of the capital stock of a distributing cor- 
poration was acquired (otherwise than on a permitted 
acquisition or permitted exchange in relation to a dis- 
tribution by the distributing corporation or on an 
amalgamation of 2 or more predecessor corporations 
of the distributing corporation), in contemplation of a 
distribution by the distributing corporation, by 


(A) a transferee corporation in relation to the dis- 
tributing corporation, or by any person or part- 
nership with whom. the transferee corporation 
did not deal at arm’s length from a person to 
whom the acquiror was not related, 


(B) a person or any member of a group of per- 
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sons who acquired control of the distributing 
corporation as part of the series, 


(C) a particular partnership any interest in which 
is held, directly or indirectly through one or 
more partnerships, by a person referred to in 
clause (B), or 


(D) a person or partnership with whom a person 
referred to in clause (B) ora particular partner- 
ship referred to in clause (C) did not deal at 
arm’s length, or 


and 
(b) the Act shall be read without reference to paras. 55(3.1)(c) 
and (d). 


Subsec. 55(3.1) formerly read: 


(3.1) Idem — Notwithstanding subsection (3), a dividend to 
which subsection (2) would, but for paragraph (3)(b), other- 
wise apply is not excluded from the application of subsection 
(2) where the dividend is received as part of a series of trans- 
actions or events in which 


(a) a person or partnership (in this subsection referred to 
as the “foreign vendor’) who, or any member of which, 
is resident in a country other than Canada disposes of 
property that is 


(i) a share of the capital stock of the particular corpo- 
ration referred to in paragraph (3)(b) or of a trans- 
feree (within the meaning assigned by that para- 
graph) in relation to the particular corporation that is 
taxable Canadian property of the foreign vendor or, 
where the foreign vendor is a partnership, would be 
taxable Canadian property of the foreign vendor if 
the foreign vendor were non-resident, or 


(ii) property the fair market value of which, at any 
time during the course of the series of transactions or 
events, is derived principally from one or more 
shares which, if owned by the foreign vendor, would 
be shares described in subparagraph (i); and 
. (b) the property disposed of by the foreign vendor or any 
other property acquired by any person or partnership in 
substitution for it is acquired by a person (other than the 
particular corporation) or partnership that, at any time 
during the course of the series of transactions or events, 
deals at arm’s length with the foreign vendor. 


Subsec. 55(3.1) added by 1994, c. 21, s. 24, applicable to dividends 
received after May 4, 1993, other than a dividend received as part of 
a series of transactions or events in which a foreign vendor was 
obliged on May 4, 1993 to dispose of property described in para. 
55(3.1)(a), under a written agreement entered into before May 5, 
1993: 


1.T. Technical News: No. 3 (butterfly reorganizations). 


(3.2) Interpretation of para. (3.1)(b) — For the 
purpose of paragraph (3.1)(b), 


(a) in determining whether the vendor referred to 
in subparagraph (3.1)(b)(i) is at any time a speci- 
fied shareholder of a transferee corporation or of 
a distributing corporation, the references in the 
definition “specified shareholder” in subsection 
248(1) to “taxpayer” shall be read as “person or 
partnership”; 


(b) a corporation that is formed by the amalgama- 
tion of 2 or more corporations (each of which is 
referred to in this paragraph as a “predecessor 
corporation’) shall be deemed to be the same cor- 
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poration as, and a continuation of, Bech of the 
predecessor corporations; 


(c) subject to, paragraph (d), each etchant per- 
son who acquired a share of the capital stock of a 
distributing corporation in contemplation of a dis- 
tribution by the distributing corporation shall be 
deemed, in respect of that acquisition, not to be 
related to the person from whom the particular 
person acquired the share unless 


(i) the particular person acquired | all the shares 
of the capital stock of the distributing corpora- 
tion that were owned, at any time during the 
course of the series of transactions or events 
that included the distribution and before the 
acquisition, by the other person, or ° 


(11) immediately after the reorganization in the 
course of which the distribution was made, the 
particular person was related to the distribut- 
ing corporation; 
(d) where a share is acquired by an individual 
from a personal trust in satisfaction of all or a 
part of the individual’s capital interest in the 


trust, the individual shall be deemed, in respect of | 


that acquisition, to be related to the trust; 


(e) subject to paragraph (f), where at any time a 
share of the capital stock of a corporation is re- | 


deemed or cancelled (otherwise than on an amal- 
gamation where the only consideration received 
or receivable for the share by the shareholder on 


the amalgamation is a share of the. capital stock | 


of the corporation formed by the amalgamation), 
the corporation shall be deemed to have acquired 
the share at that time; 


(f) where a share of the capital stock of a corpora- 
tion is redeemed, acquired or cancelled by the 
corporation pursuant to the exercise of a statutory 
right of dissent by the holder of the share, the 
corporation shall be deemed not to have acquired 
the share; and 


(g) control of a corporation shall be deemed not 
to have been acquired by a person or group of | 
persons where it is so acquired solely because of 


(i) the incorporation of the corporation, or 
(i1) the acquisition by an individual of one or 
more shares for the sole purpose of qualifying 
as a director of the corporation. 


S. 55(4) 


Related Provisions: 88(1)(c)(iv), 88(1)(c.2) — Winding-up; 
256(7)—(9) — Whether control acquired. 


History: Subsec. 55(3.2) added by 1995, c. 3, subsec. 16(4), appli- 
cable to dividends received after February 21, 1994 other than divi- 
dends received before 1995 in the course of a reorganization that 
was required on February 22, 1994 to be carried out pursuant to a 
written ‘agreement entered into before February 22, 1994, except 
that, in applying the Act to dividends received before June 23, 1994, 
the Act shall be read without reference to paras. 55(3.2)(c) and (e). 


(4) Avoidance of subsec. (2) — For the purposes 
of this section, where it can reasonably be consid- 
ered that one of the main purposes of one or more 
transactions or events was to cause 2 or more per- 
sons to be related to each other or to cause a corpora- 
tion to control another corporation, so that subsec- 
tion (2) would, but for this subsection, not apply to a 
dividend, those persons shall. be deemed not to be re- 
lated to each other or the corporation shall be 
deemed not to control the other corporation, as the 
case, may be. 


Related Provisions: 55(5)(e) — Determination of “related” and 


355 


S. 55(4) Income Tax Act, Part I, Div. B 


“arm’s length”. 

History: Subsec. 55(4) amended by 1994, c. 3, subsec. 16(5), ap- 

plicable to dividends received after February 21, 1994, other than 

dividends received as part of a transaction or event or a series of 

transactions or events that was required on February 22, 1994 to be 

carried out pursuant to a written agreement entered into before Feb- 
ruary 22, 1994. Subsec. 55(4) formerly read: 


(4) Arm’s length dealings — Where it may reasonably be 
considered that the principal purpose of one or more transac- 
tions or events was to cause two or more persons to be related 
or to not deal with each other at arm’s length, or to cause one 
corporation to control another corporation, so as to make sub- 
section (2) inapplicable, for the purposes of this section, those 
persons shall be deemed not ‘to be related or shall be deemed 
to deal with each other at arm’s length, or the corporation 
shall be deemed not to control the other corporation, as the 
case may be. 


(5) Applicable rules — For the purposes of this 
section, 


(a) the portion of any capital gain attributable to 
any income that is expected to be earned or.real- 
ized by a corporation after the time of receipt of 
the dividend referred to in subsection (2) shall, 
for greater certainty, be deemed to be a portion of 
the capital gain attributable to anything other than 
income; 


(b) the income earned or realized by a corpora- 
tion for a period throughout which it was resident 
in Canada and not a private corporation shall be 
deemed to be the total of 


(i) its income for the period otherwise deter- 
mined on the assumption that no amounts 
were deductible by the corporation by reason 
of section 37.1 of this Act or paragraph 
20(1)(gg) of the Income Tax Act, chapter 148 
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of the Revised Statutes of Canada, 1952, 

(ii) the amount, if any, by which 
(A) the amount, if any, by which the total 
of the capital gains of the corporation for 
the period exceeds the total of the taxable 
capital gains of the corporation for the 
period 

exceeds 


(B) the amount, if any, by which the total 
of the capital losses of the corporation for 
the period exceeds the total of the allowa- 
ble capital losses of the corporation for the 
period, and 


(iii) the total of all amounts each of which is 
an amount in respect of a business carried on 
by the corporation at any time in the period, 
equal to the amount, if any, by which the total 
of 


(A) where the period commenced before 
the corporation’s adjustment time, the 
amount, if any, by which 


(1) the total of the amounts in respect of 
the business required to be included in 
the calculation of the corporation’s cu- 
mulative eligible capital by reason of 
the description of E in the definition 
“cumulative eligible capital” in subsec- 
tion 14(5) with respect to that portion 
of the period preceding its adjustment 
time 
exceeds the total of 


(II) the cumulative eligible capital of 
the corporation. in respect of the busi- 
ness at the commencement of the 
period, 


(III) '/2 of the total of the eligible capital 
expenditures in respect of the business 
that were made or incurred by the cor- 
poration during that portion of the pe- 
riod preceding its adjustment time, and 
(IV) to the extent that the amount deter- 
mined under subclause (1) exceeds the 
total of the amounts determined under 
subclauses (II) and (IID), '2 of the total 
of the eligible capital expenditures in 
respect of the business that were made 
or incurred by the corporation during 
that portion of the period pan its 
adjustment time, 


(B) '/s of the total of the amounts in respect 
of the business required to be included in 
the calculation of the corporation’s cumu- 
lative eligible capital by reason of the 
description of E in the definition “cumula- 
tive eligible capital” in subsection 14(5) 
with respect to that portion of the period 
following its adjustment time, and 
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(C) '/ of all amounts received in the period 
that were required to be included in the 
corporation’s income by reason of para- 
graph 12(1)G,1) 


exceeds the total of » 


(D) where the period commenced after the 
corporation’s adjustment time, 1/3 of the 
cumulative eligible capital of the corpora- 


tion in respect of the business at the com-— 


mencement of the period, 


(E) /s of the total of the eligible capital ex- 
penditures in respect of the business. made 
or incurred by the corporation with respect 
to that portion of the period after its adjust- 
ment time anda portion of which were not 
included in subclause (A)(IV), 


(F) where the period commenced before 

_ the corporation’s adjustment time, '/2 of the 
amount, if any, by which the total of the 
amounts determined in respect of the cor- 
poration under subclauses (A)(II) and (IID) 
exceeds the amount determined in respect 
of the corporation under subclause (A)(), 
and 


(G) '4 of all amounts deducted by the cor- 
poration under subsection 20(4.2) in re- 
spect of debts established by it to have be- 
come bad debts during the period; 


(c) the income earned or realized by a corporation 
for a period throughout which it was a private 
corporation shall be deemed to be its income for 
the period otherwise determined on the assump- 
tion that no amounts were deductible by the cor- 
poration by reason of section 37.1 of this Act or 
paragraph 20(1)(gg) of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952; 
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(d) the income earned or realized by a corpora- 


, tion for a period ending at a time when it was a 
, foreign affiliate of another corporation shall be 


deemed to be the total of the amount, if any, that 
would have been deductible by that other corpo- 
ration at that time by virtue of paragraph 
113(1)(a) and the amount, if any, that would have 
been deductible by that other corporation at that 
time by virtue of paragraph 113(1)(b) if that other 
corporation 


(i) owned all of the shares of the capital stock 
of the foreign affiliate immediately before that 
time, 


(ii) had disposed at that. time of all of the 
shares referred to in subparagraph (i) for pro- 
ceeds of disposition equal to their fair market 
value at that time, and | 


(iii) had made an election nate ‘Subsection 
93(1) in respect of the full amount of the pro- 
ceeds of disposition referred to in subpara- 
graph (ii); | 
(e) in determining whether 2 or more persons are 
related to each other, in determining whether a 
person is at any time a specified shareholder of a 
corporation and in determining whether control 


‘of a corporation has been neqiaeed by a person or 


group of persons, 


(i) a person shall be deemed to be dealing 
with another.person at arm’s length and. not to 
be related to the other person if the person is 
the brother or sister of the other. person, 


(ii) where at any time a person is related to 
each beneficiary (other than a registered char- 
ity) under a trust who is or may (otherwise 
than by reason of the death of another benefi- 
ciary under the trust) be entitled to share in 
the income or capital of the trust, the person 
and the trust shall be deemed to be related at 
that time to each other and, for this purpose, a 
person shall be deemed to be related to him- 
self, herself or itself, 


(iii) a trust and a person shall be deemed not. 
to be related to each other unless they are 

_ deemed by paragraph (3.2)(d) or subparagraph 
(11) to be related to each other or the person is 
a corporation that is controlled by the trust, 
and 


(iv) persons who are related to each other 
solely because of a right referred to in para- 
graph 251(5)(b) shall be deemed not to be re- 
lated to each other; and 


(f) where a corporation has received a dividend 
any portion of which is a taxable dividend, 


(i) the corporation may designate in its return 
of income under this Part for the:taxation year 
during which the dividend was received any 
portion of the taxable dividend to be a sepa- 
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rate taxable dividend, and 


(ii) the amount, if any, by which the portion of 
the dividend that is a taxable dividend exceeds 
the portion designated under subparagraph (i) 
shall be deemed to be a separate taxable 
dividend. 


Selected Cases [para. 55(5)(f)]: Placer Dome Inc. v. Canada, 
[1997] 1 C.T.C. 72 (FCA) (“Purpose” is subjective in nature; “‘re- 
sult” is objective); CPL Holdings v. Canada, [1995] 1 C.T.C. 447 
(FCTD) (Provision not applicable where transactions not motivated 
by same considerations and purpose was to improve legal protec- 
tion); Trico Industries Ltd. v. Canada, [1994] 2 C.T.C. 2053 (TCC) 
(Separate designation not permitted where not made at proper time). 


1.T. Technical News: No. 7 (subsection 55(2) — recent cases). 


Related Provisions: 141.1 — Insurance corporation deemed not 
to be private corporation; 256(7)—-(9) — Whether control acquired. 


History: Para. 55(5)(e) amended by 1995, c. 3, subsec. 16(6), ap- 
plicable to dividends received after February 21, 1994, other than 
dividends received as part of a transaction or event or a series of 
transactions or events that was required on February 22, 1994 to be 
carried out pursuant to a written agreement entered into before Feb- 
ruary 22, 1994. Para. (e) formerly read: 


(e) in determining whether two or more persons are dealing 
with each other at arm’s length, persons shall be deemed to 
be dealing with each other at arm’s length and not to be re- 
lated to each other if one is the brother or sister of the other; 
and 


Selected Cases [subsec. 55(5)]: Nassau Walnut Investments 
Inc. v. Canada, [1995] 2 C.T.C. 2057 (TCC) (Construction adopted 
which gave taxpayer the benefit of relief intended by the 
legislation). | 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Pre-RSC History [s. 55]: Subpara. 55(5)(b)(ii) substituted by 
1988, c. 55, subsec. 33(2),-applicable to 1988 et seg. Subpara. 
55(5)(b)(@i). formerly read: 


(ii) ' of the amount, if any, by which the aggregate of the 
capital gains of the corporation for the period exceeds the ag- 
gregate of its capital losses for the period, and 


Subpara..55(5)(b)(iii) substituted by 1988, c. 55, subsec. 33(3), ap- 
plicable after June 17, 1987, except that, with respect to amounts 
included in the calculation of a corporation’s income by reason of 
para. 12(1)(i.1) or subsec. 20(4.2) relating to an amount owing in 
respect of a disposition of property occurring in a taxation year of 
the corporation commencing before July 1988, cls. 55(5)(b)(iii)(C) 
and (G) shall be read without reference to the expression “'/3 of”. 
Subpara. 55(5)(b)(iii) formerly read: 


(iii) the aggregate of all amounts each of which is an amount 
in respect of a business carried on by the corporation at any 
time in the period, equal to the amount, if any, by which 


(A) the aggregate of the eligible capital amounts (within 
the meaning assigned by subsection 14(1)) in respect of 
the business that became payable to the corporation in the 
period 

exceeds the aggregate of 


(B) the cumulative eligible capital of the corporation in 
respect of the business at the commencement of the pe- 
riod, and 


(C) '/ of the aggregate of the eligible capital expenditures 
in respect of the business that were made or incurred by 
the corporation in the period; 


Paras. 55(2)(a) and 55(3)(b) and subsec. 55(4) substituted by 1984, 
c. 45, subsecs. 15(1)-(3), applicable.as to para. 55(2)(a) to 1985 et 
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seq., as to para. 55(3)(b) with respect to transfers of property occur- 
ring after December 31, 1984 by a particular corporation referred to 
in para. 55(3)(b), or, where the particular corporation so elects at 
any time on or before the later of the day that is 90 days after this 
section comes into force and March 31, 1985, to transfers of prop- 
erty occurring after December 31, 1981, and as to subsec. 55(4) af- 
ter December 31, 1981. Para. 55(2)(a) substituted to delete “except 
for the purpose of computing the corporation’s cumulative deduc- 
tion account (within the meaning assigned by paragraph 
125(6)(b)),” located ,after “shall”. Para. 55(3)(b) and subsec. 55(4) 
formerly read: 


(b) if the dividend was received in the. course.of.a series of 
transactions or events the principal purpose of which was to 
effect a reorganization in order to transfer, directly or indi- 
rectly, property of a particular corporation to one or more cor- 
porations (each of which is in this section referred to as a 
“transferee’) and in the course of the series of transactions or 
events (other than a series of transactions or events that com- 
menced before December 8, 1982) no person other than the 
transferee owned any of the shares of the particular corpora- 
tion that the transferee owned immediately before the series 
of transactions or events and, in respect of each type of prop- 
erty transferred by the particular corporation, the fair market 
value of the property so received by each transferee was 
equal to or approximated the proportion of the fair market 
value of all property of that type owned by the particular cor- 
poration immediately before the series of transactions or 
events that . 


(i) the aggregate of the fair market value at that time of 
all shares of the capital stock of the particular corporation 
owned by the transferee at that time, 


is of 
(ii) the fair market value at that time of all the issued 


shares of the capital stock of the particular corporation at 
that time, 


and, for the purposes of this paragraph, 


(iii) a series of transactions or events shall be deemed to 
include any related transactions or events completed in 
contemplation of the series, and 


- (iv) where an individual owns shares of a particular cor- 
poration immediately before a series of transactions or 
events and transfers all such shares to a corporation all 
the shares and rights to shares of which are owned by the 
individual and no person other than the corporation 
owned any of the transferred shares from the time of the - 
transfer until the time of the completion of the series, the 
corporation shall be deemed to have owned the trans- 

. ferred shares immediately before the series and the trans- 
ferred shares shall be deemed not to have been owned by 

~ the individual. 


(4) Arm’s length dealings — Where it may reasonably be 
considered that the principal purpose of one or more transac- 
tions or events was to cause two or more persons to not deal 
with each other at arm’s length so as to make subsection (2) 
inapplicable, for the purposes of that subsection, those per- 
sons shall be deemed to deal with each other at arm’s length. 


All that portion of para. 55(3)(b) preceding subpara. (i) substituted 
by 1984, c. 1, s. 22. That portion formerly read: 


(b) if the dividend was received in the course of a series of 
transactions or events the principal purpose of which was to 
effect a reorganization in order to transfer, directly or indi- 
rectly, property of a particular corporation to one or more cor- 
porations (each of which is in this section referred ‘to as a 
“transferee”) and in the course of the series of transactions or 
events no person other than the transferee owned any of the 
shares of the particular corporation that the transferee owned 
immediately before the series of transactions or events and, in 
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respect of each type of property transferred by the particular 
corporation, the fair market value, thereof received, by each 
transferee was equal to or approximated. the proportion of the 
fair market value of all property of that type owned by the 
particular corporation immediately before the series of trans- 
actions or events that 


All that. portion of .subsec. 55(2),preceding para. (a) and para. 
55(3)(b) substituted by 1980-81-82-83, c. 140, subsecs. 25(1), (2), 
applicable, as to that portion of subsec. 55(2), with respect to divi- 
dends received after November 12, 1981, and, as to para. 55(3)(b), 
with respect to transfers of property occurring after June 28, 1982. 
That portion and para. 55(3)(b) formerly read: 


(2) Where a corporation resident in Canada has after April 21, 
1980 received a taxable dividend in respect of which itis en- 
titled to a deduction under subsection 112(1) or 138(6) as part 
of a transaction or event or a series of transactions or events 
(other than as part of a series of transactions or events that 
commenced before April 22, 1980), one of the purposes of 
which (or, in the case of a dividend under subsection 84(3), 
one of the results of which) was to effect a significant reduc- 
tion in the portion of the capital gain that, but for the divi- 
dend, would have been realized on a disposition at fair market 
value of any share of capital stock immediately before the 
dividend and that could reasonably be considered to be attrib- 
utable to anything other than income earned or realized by 
any corporation after 1971 and before the dividend was re- 
ceived, notwithstanding any other section of this Act, the 
amount of the dividend (other than the portion thereof, if any, 
subject to tax under Part IV) 


(b) if the dividend was received in the course of a series 
of transactions or events the. principal purpose of which 
was to effect a.reorganization in order to distribute prop- 
erty of a corporation to one or more corporations (each,of 
which is in this section referred .to.as a “transferee”) and 
in respect of each type of property distributed by. the cor- 
poration, the fair market value thereof received by each 
particular transferee was equal to or approximated the 
proportion of the fair market value of all property of that 
type owned by the corporation immediately before the 
series of transactions or events that 


(i) the aggregate of the fair market value at that time 
of all shares of the capital stock of the corporation 
owned by the particular transferee or by a person or 
persons that immediately after the series of transac- 
tions or events owned all of the issued shares of the 
capital stock of that particular transferee, 


is of 
(i) the fair market value at that time of all the issued 
shares of the capital stock of the corporation; 


and, for the purposes of this paragraph, a series of transac- 
tions or events shall be deemed to include any related transac- 
tions or events completed in contemplation of the series. 


S. 55. renumbered as subsec. 55(1) and: subsecs. 55(2)-(5) added by 
1980-81-82-83,; c. 48, subsecs. 24(1), (2), applicable after April 21, 
1980. 


Definitions [s. 55]: “acquired” — 55(3.2)(e), (f), 256(7); “ac- 
quiror” — 55(1)“permitted exchange’’(b); “acquisition of con- 
trol” — 55(3.2)(g), 55(5)(e), 256(7), (8); “adjustment time” — 
14(5), 248(1); “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1); “arm’s length” — 55(4), 55(5)(e), 251(1); 
“brother” —— 252(2); “business” — 248(1); “Canada” — 255; “capi- 
tal gain”, “capital loss” — 39(1), 248(1); “capital property” — 54, 
248(1); “class of shares” — 248(6); “control” — 55(3.2)(g), 
55(5)(e), 256(7); “corporation” — 55(3.2)(b), 248(1), Interpretation 
Act 35(1); “cumulative eligible capital” — 14(5), 248(1); “disposi- 
tion” — 54; “distributing corporation” —55(1) (under “distribu- 
tion”); “distribution” — 55(1); “dividend” — 248(1); “dividend 


S. 56(1)(a)((D) 


payer” — 55(3)(a)@ii)(A); “dividend recipient” — 55(3); “eligible 
capital property” — 54, 248(1); “foreign vendor’ — 55(3.1)(a); “‘in- 
come earned or realized...” — 55(5)(b), (c); “individual”, “non-resi- 
dent” — 248(1); “participant” — 55(1) [under “permitted ex- 
change”(b)]; “permitted acquisition”, “permitted exchange”, 
“permitted redemption” — 55(1); “person” — 248(1); “proceeds of 
disposition” — 55(3.01)(d); “property” — 248(1); “related” — 
55(3.2)(c), (d), 55(5)(e), 251(2); “resident in Canada” — 250; “safe- 
income determination time” —55(1); “series of transactions” — 
248(10); “share”, “shareholder” — 248(1); “sister” — 252(2); 
“specified class” —55(1); “specified shareholder” — 55(3.2)(a), 
55(3.2), 248(1); “subsidiary wholly-owned corporation” — 248(1); 
“taxable Canadian corporation” — 89(1), 248(1); “taxable Canadian 
property” — 115(1)(b), 248(1); “taxable capital gain” — 38(a), 
248(1); “taxable dividend” — 89(1), 248(1); “taxpayer” — 248(1); 
“transferee” — 55(1)“distribution”; “transferee. corporation” — 
55(1)“distribution”, 55(3.2)(h); “trust” — 104(1), 248(1), (3); “un- 
related” — 55(3.01)(a) “vendor” — 55(3.1)(b)(i). 


Subdivision d — Other Sources of 
Income 


56. (1) Amounts to be included in income for 
year — Without restricting the generality of section 
3, there shall be included in computing the income of 
a taxpayer for a taxation year, 


(a) pension benefits, unemployment 
insurance benefits, etc. — any amount re- 
ceived by the taxpayer in the year as, on account 
or in lieu of payment of, or in satisfaction of, 


(i) a superannuation or pension benefit includ- 
ing, without limiting the generality of the 
foregoing, 


(A) the amount of any pension, supple- 
ment or spouse’s allowance under the Old 
Age Security Act and the amount of any 
similar payment under a law of a province, 


(B) the amount of any benefit under the 
Canada Pension Plan or a provincial pen- 
sion plan as defined in section 3 of that 
Act, 


(C) the amount of any payment out of or 
under a prescribed provincial pension plan, 
and 


(C.1) the amount of any payment out of or 
under a foreign retirement arrangement es- 
tablished under the laws of a country, ex- 
cept to the extent that the amount would 
not, if the taxpayer were resident in the 
country, be subject to income taxation in 
the country, 


but not including 


(D) the portion of a benefit received out of 
or under an employee benefit plan that is 
required by paragraph 6(1)(g) to be in- 
cluded in computing the taxpayer’s income 
for the year, or would be required to be so 
included if that paragraph were read with- 

out reference to subparagraph. 6(1)(g)(ii), 
and 
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(E) the portion of an amount received out 
of or under a retirement compensation ar- 
rangement that is required by paragraph 
(x) or (z) to be included in computing the 
taxpayer’s income for the year, 


(ii) a retiring allowance, other than an amount 
received out of or under an employee benefit 
plan, a retirement compensation arrangement 
or a salary deferral arrangement, 


(iii) a death benefit, 


(iv) a benefit under the Employment Insurance 
Act, other than a payment relating to the cost 
of a course or program designed to facilitate 
the re-entry into the labour force of a claimant 
under that Act 


(v) a benefit under regulations made under an 
appropriation Act providing for a scheme of 
transitional assistance benefits to persons em- 
ployed in the production of products to which 
the Canada-United States Agreement on Au- 
tomotive Products, signed on January 16, 
1965 applies, or 


(vi) except to the extent otherwise required to 
be included in computing the taxpayer’s in- 
come, a prescribed benefit under a govern- 
ment assistance program; 


(vii) [Repealed] 


Related Provisions: 56(8)— CPP/QPP disability benefits for 
previous years; 57 — Certain superannuation or pension benefits; 
60(j) — Transfer of superannuation benefits; 60(j.01) — Transfer of 
surplus; 609.03), (j.04) — Deduction for repayments of pension 
benefits; 604.1) — Transfer of retiring allowances; 60(j.2) — 
Transfer to spousal RRSP; 60(n) — Overpayment of pension or 
benefits; 60(v.1) — UI/EI benefit repayment; 60.2(1) — Refund of 
undeducted past service AVCs; 78(4) — Unpaid remuneration and 
other amounts; 81(1)(d)-(g) — Certain pensions exempt from tax; 
104(27) — Testamentary trust — income included ‘under subpara. 
56(1)(a)(i); 147.3(15) — Amount deemed received when converting 
pension rights before 1997 to annuity contract commencing after 
age 69; 110(1)(f) — Deductions for payments; 110(1)(i) — Unem- 
ployment insurance benefit repayment; 118.7 — Credit for UI/EI 
premium and CPP contributions; 104(28) — Death benefit flowed 
through trust; 153(1) — Withholding of tax at source; 212(1)(h) — 
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Pension payments to non-residents — withholding tax; 212(1)G) — 
Benefits paid to non-residents — withholding tax; 254 — Contract 
under pension plan; Canada-U:S. tax treaty, Art. X VIII — Pensions 
and annuities; Art: XXIX:7 — exemption for half of old age secur- 
ity paid to citizen of U.S. resident in Canada. 


History: Subpara. 56(1)(a)(iv) amended by 1996, c. 23, para. 
187(d), to substitute “Employment Insurance Act’ for “Unemploy- 
ment Insurance Act’, in force June 30, 1996. 


Subpara. 56(1)(a)(vi) substituted for subparas. (vi), (vii), by 1994, c. 
21, subsec. 25(1), applicable to benefits received after October 
1991. Subparas. (vi) and (vii) formerly read: 


(vi) a benefit under the Labour Adjustment Benefits Act, or 


(vii) an income assistance payment made pursuant to an 
agreement under section 5 of the Department of Labour Act; 


Cl. 56(1)(a)G)(C.1) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 32(1), applicable to payments received after July 13, 1990. 


Subpara. 56(1)(a)(iv) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 32(2), applicable to 1988 et seq. Subpara. 56(1)(a)(iv) for- 
merly read: 


(iv) a benefit under the Unemployment Insurance Act, 


Subpara. 56(1)(a)(vii) added by 1994, c. 7, Sch. IL.(1991, c. 49), 
subsec. 32(3), applicable to payments received after September 14, 
1989. 


Pre-RSC History: Subparas. 56(1)(a)(i), (ii) substituted by 1987, 
c. 46, subsec. 15(1), applicable after October 8, 1986, except that cl. 
56(1)(a)(i)(C) is applicable to 1987 et seq. Subparas. 56(1)(a)(i), (ii) 
formerly read: 


(i) a superannuation or pension benefit (other than the portion 
thereof received out of or under an employee benefit plan that 
is required by paragraph 6(1)(g) to be included in computing 
his income for the year, or would be required to be so in- 
cluded if that paragraph were read without reference to sub- 
paragraph (ii) thereof), including, without limiting the gener- 
ality of the foregoing, 


(A) the amount of any pension, supplement or spouse’s 
allowance under the Old Age Security Act and the amount 
of any similar payment under a law of a province, and 


(B) the amount of any benefit under the Canada Pension 
Plan or a provincial pension plan as defined in section 3 
of that Act, 


(11) a retiring allowance, other than an amount received out of 
or under an employee benefit plan, 


All that portion of subpara. 56(1)(a)(i) preceding cl. (A) substituted 
by 1984, c. 1, s. 23, applicable to 1980 et seg. That portion formerly 
read: 


(i) a superannuation or pension benefit, (other than the por- 
tion thereof received out of or under an employee benefit plan 
that is required by paragraph 6(1)(g) to be included in com- 
puting his income for the year) including, without limiting the 
generality of the foregoing, 


All that portion of para. 56(1)(a) preceding subpara. (i) substituted, 
all that portion of subpara. 56(1)(a)(i) following cl. (B) repealed, 
and subpara. 56(1)(a)(vi) substituted for subparas. (vi)~(vili) by 
1980-81-82-83, c. 140, subsecs. 26(1)-(3), applicable, as to those 
portions, to 1982 ef seg., and as to subpara. 56(1)(a)(vi), with re- 
spect to 


(a) amounts received after 1981 as a benefit under the Labour 
Adjustment Benefits Act, and . 


(b) amounts received in respect of any termination of an office 
or employment after November 12, 1981, except see “Applica- 
tion to 1982 taxation year” below. 

Those portions and subparas. 56(1)(a)(vi)—(vili) formerly read: 


(a) any amount received in the year as, on account or in lieu 
of payment of, or in satisfaction of, 
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[following cl. (B)] 
but not including 


(C) the amount of any social assistance payment 
made on a means or a needs. test basis, 


(1) by a registered charity, or 


(II) under a prescribed program provided for by — 
an Act of the Femanicpe of Canada or a law of a 
prec 


(vi) a benefit under any law of Canada providing for a 
scheme of adjustment assistance benefits to persons em- 
ployed in the production of textile and-clothing goods, 


(vii) a benefit under any law of Canada providing for a © 
scheme of adjustment assistance benefits to persons em- . ' 
ployed in the leather tanning industry or in the production 
of leather footwear, or 


(viii) a termination payment; 


All that portion of subpara. 56(1)(a)(i) preceding cl. (A) and sub- 
para. 56(1)(a)(ii) substituted by 1980-81-82-83, c. 48, subsecs. 
25(1), (2), applicable with respect to amounts received after 1979. 
That portion and subpara. 56(1)(i1) formerly read: 


(i) a superannuation or pension benefit, including, without 
limiting the generality of the foregoing, 


(11) a retiring allowance, 


1980-81-82-83, c. 140, subsec. 26(8), oreiaes that:in.its application 
to the 1982 taxation year, subpara. UA 8 shall be read as 
follows: 


(vi) a: benefit under 


(A) any law of Canada providing: for adjustment assis- 
tance benefits to persons employed in 


(1) the production of textile and clothing goods or 
leather footwear, or 


(II) the leather tanning industry, or 
(B) the Labour Adjustment Benefits Act; 


Subpara. 56(1)(a)(viii) added by 1979, c. 5, subsec. 15(1), applica- 
ble in respect of amounts received in respect of a termination after 
November 16, 1978 of an office or employment. 


“Registered charity” substituted for “registered Canadian charitable 
organization” by 1976-77, c. 4, s..87 and Schedule II, applicable to 
1977 et seq. 


Cl. 56(1)(a)(i)(A) substituted by 1974-75-76, c. 58, subsec. 12(1), 
applicable to 1975 et seq., in force October 1, 1975. Cl. 
56(1)(a)(i)(A) formerly read: 


(A) the amount of any pension or supplement under the Old 
Age Security Act and the amount of any similar payment 
under a law of a province, and 


Subpara. 56(1)(a)(vii) added by 1974-75-76, c. 26, subsec. 27(1), 
applicable to 1974 et seq. 


Selected Cases [para. 56(1)(a)]: Schwartz v. Canada, [1996] 1 
C.T.C. 303 (SCC) (Retiring allowance not related to employment 
which never started); Layton v. Canada, [1995] 2 C.T.C. 2408 
(TCC) (Grant was not “income from a source”); Kaiser v. Canada, 
[1994] 2 C.T.C. 2385 (TCC) (Inherited IRA fund from U.S. taxable 
under clause 56(1)(a)(i)(C-1)); Williams v. Canada, [1992] 1 C.T.C. 
225 (SCC) (Benefits: paid under Unemployment Insurance Act ex- 
empt from tax pursuant to Indian Act); Cewe, Jack, Ltd. v. Jorgen- 
son, [1980] C.T.C. 314 (SCC) (Sum received in respect of dismissal 
not income); The Queen y. Herman, [1978] C.T:C. 442 (FCTD) 
(Amounts received as pension benefits from U.N. fund taxable as 
pension benefits); The Queen v. Atkins, [1976] C.T:C. 497 (FCA) 
(Sum received upon dismissal non-taxable damages). 


S. 56(1)(b) 


Regulations: 103(4), (6)(e) (withholding required for retiring al- 
lowance); 200(2)(e) (information return); 5502 (prescribed benefits 
for 56(1)(a)(vi)); 7800(1) (prescribed provincial pension plan). 

Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-122R2: U.S. social secur- 
ity taxes and benefits; IT-167R6: Registered pension plans — em- 


_ ployee’s contributions; IT-222R: Advances to employees; IT-247: 


Employer’s contribution to pensioners’ premiums, under provincial 
medical and hospital services plans; IT-337R2: Retiring allowances; 
IT-365R2: Damages, settlements..and similarreceipts; IT-397R: 
Amounts. excluded from, income — statutory exemptions and cer- 
tain service ,or RCMP pensions, allowances.and compensation; IT- 
499R: Superannuation or pension benefits; IT-508R: Death benefits; 
IT-528: Transfers of funds between registered plans. : 


Information Circulars: 79-8R3; Forms to use. to directly transfer 
funds.to or between plans, or.to purchase an-annuity. 


' Advance Tax Rulings: ATR-12: Retiring allowance; ATR-21: 


Pension benefit from an unregistered pension plan.’ 


Forms: T4A(OAS) Supp: Statement of old age security: T4A(P): 
Statement of Canada Pension Plan benefits; T4U: Statement of un- 
employment i insurance benefits paid. 


(b) support — the total of all amounts each of 
which is an amount determined by the. formula 


A'—(B +.C) 
where 


A is the total of all amounts each of which is a 
support amount -received after 1996 and 
before the end of the year by the taxpayer 
from a particular person where the. taxpayer 
and the particular person were living separate 
and: apart at the time the amount was received, 


B. is the total of all amounts each of which is a 
~. child support amount that. became receivable 
_ by the taxpayer from the particular person 
under an agreement or order on or after, its 
commencement day and before the end of the 
year in respect of.a period that began after its 
commencement day, and 


Cis the total of all amounts each of which is a 
support amount received after 1996 bythe 
taxpayer from the particular. person and. in- 
cluded in the taxpayer’s income for a preced- 
ing taxation, year; 


Related Provisions: 56(12) = Bie must be see bedicnines 
56.1 — Definitions ‘of “com- 
mencement day”, “support aint? and “child support amount”; 
60(b) — Deduction for alimony payments; 60(c) — Deduction for 
maintenance payments; 60(c.2) — Repayment of support payments; 
60.1 — Maintenance payments; 122.64(3) — Disclosure. of name 
and address for enforcement of support payments; 146(1)“earned 
income” —.RRSP — earned income includes amounts. under 
56(1)(b); 212(1)() — Withholding tax on alimony. or. maintenance 
paid to non-resident before May 1997; 248(1)“exempt income” — 
Support amount is not. exempt imcome; 252(3), (4) — Extended 
meaning of “spouse”, “former spouse” and ‘“marriage’;,Can- 
ada—U.S. tax treaty, Art. X VIII:6 — Child support payments ex- 
empt if paid by U.S. resident. 


History; Para. 56(1)(b) amended by 1997, c, 25, subsec. 8(1), ap- 
plicable to. amounts received after 1996. Para. (b) formerly: read: 


99 66 


(b) alimony — an amount received by the taxpayer in the 
year as alimony or other allowance payable ona periodic ba- 
sis for the maintenance of the taxpayer, children of the tax- 
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payer or both the taxpayer and the children if the taxpayer, 
because of the breakdown of the taxpayer’s marriage, was 
living separate and apart from the spouse or former spouse 
who was required to make the payment at the time the pay- 
ment was received and throughout the remainder of the year 
and the amount was received under a decree, order or judg- 
ment of a competent tribunal or under a written agreement; 


Para. 56(1)(b) substituted for former paras. (b) and (c) by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 17(1), applicable to amounts re- 
ceived under a decree, order or judgment of a competent tribunal or 
under a written agreement, with respect to a breakdown ofa mar- 
riage occurring after 1992. Paras. (b) and (c) formerly read: 


(b) alimony — any amount received by the taxpayer in the 
year, pursuant to a decree, order or judgment of a competent 
tribunal or pursuant to a written agreement, as alimony or 
other allowance payable on a periodic basis for the mainte- 
nance of the recipient thereof, children of the marriage, or 
both the recipient and children of the marriage, if the recipi- 
ent was living apart from, and was separated pursuant to a 
divorce, judicial separation or written separation agreement 
from, the spouse or former spouse required to make the pay- 
ment at the time the payment was received and throughout 
the remainder of the year; 


(c) maintenance — any amount received by the taxpayer in 
the year, pursuant to an order of a competent tribunal, as an 
allowance payable on a periodic basis for the maintenance of 
the taxpayer, children of the taxpayer, or both the taxpayer 
and children of the taxpayer if, at the time the payment was 
received and throughout the remainder of the year, the tax- 
payer was living apart from the taxpayer’s spouse who was 
required to make the payment; 


Pre-RSC History: Para. 56(1)(c) substituted by 1980-81-82-83, c. 
140, subsec. 26(4), applicable (a) in the case of an order made after 
December 11, 1979, after that date; and (b) in any other case where 
the taxpayer and the person required to make the payment agree in 
writing at any time in a taxation year, in the year and “subsequent 
taxation years. Para. (c) formerly read: 


(c) any amount received by the taxpayer in the year, pursuant 
to an order of a competent tribunal, as an allowance payable 
on a periodic basis for the maintenance of the taxpayer, chil- 
dren of the taxpayer, or both the taxpayer and children of the 
taxpayer, if, at the time the payment was received and 
throughout the remainder of the year, the taxpayer was living 
apart from the person required to make the payment and was 
either the spouse of that person or an individual described in 
paragraph 73(1)(d); 


Para. 56(1)(c) substituted by 1980-81-82-83, c. 48, subsec. 25(3), 
applicable with respect to payments made (a) in the case of an order 
made after December 11, 1979, after that date; and (b) in any other 
case where the payor and the taxpayer agree in writing at any time 
in a taxation year, in the year and subsequent taxation years. Para. 
(c) formerly read: z 


(c) maintenance where recipient living apart from 
spouse — any amount received by the taxpayer in the year, 
pursuant to an order of a competent tribunal, as an allowance 
payable on a periodic basis for the maintenance of the recipi- 
ent thereof, children of the marriage, or both the recipient and 
children of the marriage, if the recipient was living apart from 
the spouse required to make the payment at the time the pay- 
ment was received and throughout the remainder of the year; 


Selected Cases [para. 56(1)(b)]: Pelletier v. Canada, [1995] 1 
C.T.C. 2327 (TCC) (Replacement of periodic payments with lump 
sum by supplementary agreement resulted in non-taxability); 
Thibaudeau v. Canada, [1995] 1 C.T.C. 382 (SCC), [1994] 2 C.T.C. 
4 (FCA), [1992] 2 C.T.C. 2497 (TCC) (Provision is not unconstitu- 
tional under subsection 15(1) of the Charter); Gagnon v. The Queen, 
[1986] 1 C.T.C. 410 (SCC) (Stated purposes of amounts not affect- 
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ing nature of allowance paid to taxpayer); The Queen v. Sigglekow, 
[1985] 2 C.T.C. 251 (FCTD) (Amount received included in tax- 
payer’s income despite divorce decree providing former husband to 
pay “tax-free” amount); The Queen v. Sills, [1985] 1 C.T.C. 49 
(FCA); leave to appeal to SCC refused (1986), 68 NR 320 (note) 
(Sums payable on periodic basis remain allowances even if not paid 
on time). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-118R3: Alimony and maintenance; IT-325R2: Property transfers 
after separation, divorce and annulment. 


Forms: T1157: Election for child support payments; T1158: Regis- 
tration of family support payments. 


(c) [Repealed] 


Related Provisions: 56(12) — Allowance must be discretionary; 
56.1 — Maintenance payments; 60(c)— Maintenance payments; 
60(c.2) — Repayment of support payments; 122.64(3) — Disclo- 
sure of name and address for enforcement of support payments; 
146(1)“earned income”’(b) — RRSP — earned income includes 
amounts under 56(1)(c); Canada-U.S. tax treaty, Art. XVIII:6 — 
Child support payments exempt if paid by U.S. resident. 


History: Para. 56(1)(c) repealed by 1997, c. 25, subsec. 8(1), appli- 
cable to amounts received after 1996. Para. (c) formerly read: 


(c) maintenance — an amount received by the taxpayer in 
the year as an allowance payable on a periodic basis for the 
maintenance of the taxpayer, children of the taxpayer or both 
the taxpayer and the children if 


(1) at the time the amount was received and throughout 
the remainder of the year the taxpayer was living separate 
and apart from the person who was required to make the 
payment, 


(ii) the person who was required to make the payment is 
the natural parent of a child of the taxpayer, and 


(iii) the amount was received under an order made by a 
competent tribunal-in accordance with the laws of a 
province; 


Para. 56(1)(c) substituted for para. (c.1) by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 17(2), applicable to amounts received under 
an order made after 1992. Para. (c.1) formerly read: 


(c.1) idem — any amount received by the taxpayer in the 
year, pursuant to an order made by a competent tribunal in 
accordance with the laws of a province, as an allowance pay- 
able on a periodic basis for the maintenance of the taxpayer, 
the children of the taxpayer or both the taxpayer and the chil- - 
dren of the taxpayer if 


(i) the order was made 
(A) after February 10, 1988, or 


(B) before February 11, 1988 and the taxpayer and 
the person required to pay the amount jointly elected 
in writing before the end of the year to have this par- 
agraph and paragraph 60(C. 1) apply with respect to 
all those amounts, 
(ii) at the time the amount was received and throughout 
the remainder of the year, the taxpayer was living apart 
from the person required to pay the amount, and 
(iii) the person required to pay the amount is a person of 
the opposite sex who 
(A) before the date of the order cohabited with the 
taxpayer in a conjugal relationship, or 
(B) is the natural parent of a child of the taxpayer; 
Pre-RSC History: Para. 56(1)(c.1) substituted by 1988, c. 55, 
subsec. 34(1), applicable, 


(a) with respect ‘to orders made andes, the laws of Ontario; to 
1986 et seq., and 
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(b) in anyother case,.to 1988 et seq., 


except that with respect to amounts received pursuant to orders 
made after December 11, 1979 under the laws of Ontario, the refer- 


ences in subpara. (i) to “February 10, 1988” and “February 11, 


1988” shall be read as references to “December 11, 1979” and “De- 
cember 12, 1979”, respectively. Para. 56(1)(c. 1) formerly read: 


(c.1) idem — any amount received by the taxpayer in the 
year, pursuant to an order made in accordance with the laws 

' of a province‘ by a competent tribunal, as an allowance paya- 
ble ona periodic basis for the maintenance of the taxpayer, 

children of the taxpayer, or both the taxpayer and. children, of 
the taxpayer if, at the time the payment was, received and 
throughout the remainder of the year, the taxpayer was living 
apart from the person required to make the payment and was 
an individual within a prescribed class of persons described in 
the laws of the province. 


Para. 56(1)(c.1) added by 1980-81-82-83, c. 140, subsec. 26(4), ap- 
plicable (a) in the case-of an order made after December 11, 1979, 
after that date; and (b);in any other case where the-taxpayer and the 
person required to make the payment agree inywriting at any time in 
a taxation year, in the year and subsequent taxation years. 


Selected Cases [para. 56(1)(c)]: The Queen v.\ Sigglekow, 
[1985] 2 C.T.C. 251 (FCTD) (Amount received included in tax- 
payer’s income despite divorce decree providing former husband to 
pay “tax-free” amount); James v. The Queen, [1985] 1 C.T.C. 239 
(FCTD) (Maintenance payments included in taxpayer’s income not- 
withstanding that payments made late and in smaller. amounts). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-118R3: Alimony and maintenance; IT-325R2: shies transfers 
after separation, divorce and annulment. 


(c.1) [Repealed] 

History: See under para. 56(1)(c). 
(c.2) reimbursement of support pay- 
ments — an amount received by the taxpayer in 

the year under a decree, order or judgment of a 

competent tribunal as a reimbursement of an 
amount deducted under paragraph 60(b) or (c), or 
under paragraph 60(c.1) as it applies, in comput- 
ing the taxpayer’s'\income for the year ora pre- 
ceding taxation year to decrees, orders and Agi 
ments made before 1993; | 

Related Provisions: 60(c.2) — Repayment of support payments; 

146(1)“earned income’”(b) — Amount under 56(1)(c.2) included in 

RRSP earned income. vit 

History: Para. 56(1)(c.2) added by 1994, c. 7, Sch. VIII (1993, c. 

24), subsec. 17(3), applicable to payments received after 1990. 
(d) annuity payments — any amount received 
by the taxpayer in the year as an annuity payment 
other than an amount 


(1) otherwise required to be included in com- 
puting the taxpayer’s income for the year, or 


(ii) with respect to an interest in an annuity 
contract to which subsection 12.2(1) applies 
(or would apply if the contract had an anniver- 
sary day in the year at a time when the tax- 
payer held the interest); 
Related Provisions: 56(1.1) — Definitions in 12.2(11) si 
58 — Government annuities and like annuities; 60(a) — Deduction 
of capital element; 153(1)(f) — Withholding at source; 212(1)(0) — 
Withholding tax: on annuity payment to non-resident... 
History: Subpara. 56(1)(d)(ii) substituted for subparas. (ii), (11), by 
1994, c. 7, Sch. II (1991, c..49), subsec. 32(4),. applicable to con- 
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tracts last acquired after 1989. Subparas. 56(1)(d)(ii), (iii) aed 
read: , 


(ii) with respect to an iiverest in an annuity contract to which 
subsection ‘12.2(1) applies or would apply if the interest had 
been last acquired after December 19, 1980 and’ before De- 
cember, 2; 1982 (other than a-contract to ‘which subsection 
12.2(1) does not-apply. in the, year by, reason. of subsection 
12.2(6) of, the Income Tax Act, chapter 148, of the Revised 
Statutes of Canada, 1952), ‘or ms 


(iii) with respect to an interest in an annuity contract to which 
subsection 12. 2(3) applies; 


Pre-RSC History: Subpara. °56(1)(d) (iii) substituted and (iv) re- 
pealed. by 1990, c. 39, subsec; 114(1), applicable (by subsec. 11(6), 
as amended by 199]1,,'c.-49, s., 253). with respect to contracts last 
acquired after 1989..Subparas. 56(1)(d)(iii) and (iv) formerly read: 


(iii) with respect to an interest in an, annuity contract to which 
subsection 12.2(3) applies or would apply if the contract had 
a third anniversary in the year, or 


(iv) with respect to an interest in an annuity contract to which 
subsection. 12.2(4) applies; 


Para..56(1)(d) substituted by 1980-81-82-83, c. 140, paren 26(4), 
applicable after December 1, 1982. Para. _56(1)(d), formerly read; 


(d) any amount received by the taxpayer in the year as an 
annuity payment except to. the extent that the payment is oth- 
erwise required to be peat ct in pide at his income for 
the year; 


Selected Cases [para. asia Thibault ¥..The Queen, [1975] 
C.T.C..587 (FCTD) (Interest.on monthly payments and indemnity 
amounts taxable income, when calculated on. annuity basis). 


Interpretation Bulletins: IT-85R2: Health and welfare trusts for 
employees; IT-111R2: Annuities purchased from, charitable organi- 
zations; IT-365R2: Damages, settlements and similar receipts. 


Advance Tax Rulings: ATR-40: Taxability of receipts under.a 
structured settlement; ATR-50: Structured settlement; ATR-68; 
Structured settlement. 


(d. 1) [Repealed under formes aa 


Pre-RSC History: Para. 56(1)(d.1) repealed: by: 1990, c. 39, sub- 
sec. 11(2), applicable (by subsec. 11(6), as amended,by 1991, c, 49, 
s. 253) with respect to contracts last acquired after 1989. Para. 
56(1)(d.1) formerly read: 


(d. 1) idem — any amount paid in the year as an annuity pay- 
ment with respect to 


(i) ‘an interest in an annuity contract (other than a contract 
to which subsection 12:2(3) does not apply in the year by 
virtue of subsection 12.2(7)) to which subsection -12:2(3) 
does not apply but would apply if the contract:had a third. § 
-anniversary in the year, or 


(11) an interest in an annuity contract (other than a con- 
tract to which subsection 12.2(1) does not apply ‘tn :the 
year by virtue of subsection 12.2(6)) to which subsection 
12.2(1) does not apply but would apply if the interest had 
been last: acquired after’ December 19, 1980 and before 
December 2, 1982 


where such interest was héld by the taxpayer at the time of 
the payment, except to the extent that theraggregate of such 
amounts with respect to such’an interest in a particular annu- 
ity contract exceeds the amount by which the accumulating, 
fund at the end of the calendar, year ending in the year, as 
determined in prescribed manner, with respect to the interest 
exceeds the aggregate of its adjusted cost basis at the end of 
that calendar year and the amount at the end of that calendar ™ 
‘year of unallocated income .accrued in respect of the interest 
before 1982, as determined in. prescribed manner, 


Para; 56(1)(d.1) added by 1980-81-82-83,,c. 140, subsec: 26(4), ap- 
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plicable after December 1, 1982. 


(d.2) idem — any amount received out of or 
under, or as proceeds of disposition of, an annuity 
the payment for which was 
(i) deductible in computing the taxpayer’s in- 
come because of paragraph 60(1) or because 
of subsection 146(5.5) of the Income Tax Act, 
Chapter 148 of the Revised Statutes of Can- 
ada, 1952, 


(ii) made in circumstances to which subsec- 
tion 146(21) applied, or 


(iii) made pursuant to or under a deferred 
profit sharing plan by a trustee under the plan 
to purchase the annuity for a beneficiary 
under the plan; 

Related Provisions: 60.2(1) — Refund of undeducted past ser- 


vice AVCs; 147(2)(k)(vi) — Purchase of annuity by DPSP; 
147(10.6) — Purchase of annuity by DPSP before 1997. 


History: Subpara. 56(1)(d.2)(iii) added by 1997, c. 25,’ subsec. 
8(2), applicable to 1996 et seq. 


Para. 56(1)(d.2) substituted by 1994, c. 21, subsec. 25(2), applicable 
to 1992 et seq. Para. (d.2) formerly read: 


(d.2) idem — any amount received out of or under, or as pro- 
ceeds of disposition of, an annuity the payment for which was 
deductible in computing the taxpayer’s income by reason of 
paragraph 60(1) of this Act or subsection 146(5.5) of the Jn- 
come Tax Act, chapter 148 of the Revised Statutes of Canada, 
1952; 
Pre-RSC History: Para. 56(1)(d.2) substituted by 1984, c. 45, s. 
16, to add “or subsection 146(5.5)”, applicable to: 1984 et seq. 
Para. (d.2) added by 1980-81-82-83, c. 140, subsec. 26(4), eee 
ble to 1982 et seq. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-517R: Pension tax credit. 
(e) disposition of income-averaging 
annuity contract — any amount received by 
the taxpayer in the year as, on account or in lieu 
of payment of, or in satisfaction of, proceeds of 
the surrender, cancellation, redemption, sale or 
other disposition of an income-averaging annuity 
contract; 

Related Provisions: 153(1)(k) — Withholding of tax at source; 


Canada-U.S. tax treaty, Art. XVIII:3 — Pension income excludes 
payment from IAAC. 


Regulations: 208 (information-return). 


(f) idem — any amount deemed by subsection 
61.1(1) to have been received by the taxpayer in 
the year as proceeds of the disposition of an in- 
come-averaging annuity contract; 
Related Provisions: 212(1)(n), 214(3)(b) — Non-resident with- 
holding: tax. 


Pre-RSC History: Para. 56(1)(f) substituted by 1976-77, c. 4, 
subsec. 16(1), applicable after May 25, 1976, to substitute “61.1(1)” 
for “61(3)”. 


Regulations: 208 (information return). 
(g) supplementary unemployment benefit 


plan — amounts received by the taxpayer in the 
year from a trustee under a supplementary unem- 
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ployment benefit plan as provided oe section 
145; 
Related Provisions: 6(1)(a)(i) — Employer-paid premiums not a 
taxable benefit; 145(3) — Amounts received taxable; 146(1)“earned 
income”(b) — Amount under 56(1)(g) included in RRSP earned in- 
come; 153(1)(e) — Withholding of tax at source. 
(h) registered retirement savings plan, 
etc. — amounts required by section 146 in re- 
spect of a registered retirement savings plan or a 
registered retirement income fund to be included 
in computing the taxpayer’s income for the year; 
Related Provisions: 60.2(1)— Refund of undeducted past ser- 
vice AVCs; 146(8) — Benefits taxable; 148(8.1)— Inter vivos 
transfer to spouse; 153(1)(j) — Withholding of tax at source. 


Pre-RSC History: Para 56(1)(h) substituted by 1979, c. 5, subsec. 
15(2), applicable after June 29, 1978. Para. 56(1)(h) formerly read: 


(h) registered retirement savings plan — amounts in re- 
spect of a registered retirement’savings plan required by sec- 
tion 146 to be included-in-computing the taxpayer’s income 
for the year; 


Regulations: 214 (information return). 
Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 
(h.1) home buyers’ plan — amounts required 
. by section 146.01 to be included. in computing 
the taxpayer’s income for the year; 
Related Provisions: 146.01(4), (5), (6) — Income inclusions. 
History: Para. 56(1)(h.1) added by 1994, c.°7, Sch. VIII (1993, c. 
24), subsec. 17(4), applicable to 1992 ef seq. 
(i) deferred profit. sharing A Seay 
received by the taxpayerin the year under a de- 
ferred. profit sharing nee as provided by ‘section 
147; 


Related Provisions: 60(j.2) — Transfer to spousal RRSP; 
147(10)— Amounts received from DPSP taxable; 153(1)(h) — 
Withholding of tax at source; 212(1)(m)-— DPSP payments to non- 
residents. 


Selected Cases [para. 56(1)(i)]: The A Pate. v, elas [1980] 
C.T.C. 382 (FCTD) (Amount of increase in value from time of ac- 
quisition of shares in DPSP included in income). 


Interpretation Bulletins: IT-281R2: Elections on;.single pay- 

ments from a deferred profit-sharing plan. 

Advance Tax Rulings: ATR-31:, Funding of divorce settlement 

amount from DPSP. 
(j) life insurance policy proceeds — any 
amount required by subsection 148(1) or ( 1.1) to 
be included in computing the taxpayer’s income 
for the year; 

Related Provisions: 148(9)“adjusted cost basis”C — increase in 

adjusted cost basis. 

Regulations: 217 (information return). 


interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


Forms: T5 Segment; TS Summ: ue of investment income; T5 
Supp: Statement of investment income. 


(k) [Repealed under former Act] 


Pre-RSC History: Para. 56(1)(j) substituted by 1979, c: 
15(3), applicable to. 1980 et seg.,to add “or (1.1). 


Para. 56(1)(j) substituted for paras.<56(1)(j), (k) by 1977-78, c. 1, 


5, subsec. 
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subsec. 23(1), applicable to 1978 et seg. Paras. 56(1)Q), (k) for- 
merly read: 


(j) amounts that the taxpayer became entitled to receive in the 
year upon the disposition of an interest in a life insurance pol- 
__ icy, to the extent provided by section 148; 


(k) allocations under insurance. policies — amounts allo- 
_ cated to the taxpayer in the year by an insurer as provided by 
. paragraph 148(1)(b); 
(1) legal expenses [awarded] — amounts re- 
ceived by the taxpayer in the year as 


(i) legal costs awarded to the taxpayer by a 
court on an appeal in relation to an assessment 
of any tax, interest or penalties referred to in 
paragraph 60(0), 


(it) reimbursement of costs incurred in rela- 
tion to a decision of the Canada Employment 
Insurance Commission, a board of referees or 
an umpire under the Employment , Insurance 
Act;,or 


(iii) reimbursement of costs incurred in rela- 
tion to an assessment or a decision under the 
Canada Pension Plan or a provincial pension 
plan as defined in section 3 of that Act, 


if with respect to that assessment or decision, as 
the case may be, an amount has been deducted or 
may be deductible under paragraph 60(0) in com- 
puting the taxpayer’s income; 
Related Provisions: 60(0) — Expense of objection or appeal; 
152(1.2) — Rule applies to determination of losses as well as 
assessment. 
History: Subpara. 56(1)(1)(ii) amended by 1996, c. 23, para. 
187(d), to substitute “Employment Insurance Act’ for “Unemploy- 
ment Insurance Act’, in force June 30, 1996. 
Para. 56(1)(1) amended by 1996, c. 11, para. 99(c), to substitute 
“Canada Employment Insurance Commission” for “Canada Em- 
ployment and Immigration Commission”, in force July 12, 1996. 
Pre-RSC History: Subpara. 56(1)(1)(i) substituted, subpara. 
56(1)(1)Giii) added by 1980-81-82-83, c. 48, subsecs. 25(4), (5), ap- 
plicable to any award or reimbursement with respect to costs in- 
curred after December 11, 1979. Subpara. 56(1)(1)G) formerly read: 
(7) legal costs awarded to him by a court on an appeal in rela- 
tion to an assessment of tax, interest or penalties under this 
Act, or 


S. 56(1)(m) 


Para: 56(1)(1) substituted by 1976-77, c. 4, subsec. 16(2), applicable 
in respect of amounts described therein that are received after May 
25, 1976. Para. 56(1)() formerly read: 


(1) amounts received. by the taxpayer in the year as legal costs 
awarded. to him by .a court on an appeal in relation to, 


(i) an assessment of tax, interest or penalties under this 
Act, or 


(ii) a decision ‘of the Unemployment Insurance Commis- 
sion, a board of referees or an umpire under the Unem- 
ployment Insurance Act, 1971, 


if with respect to that assessment or decision, as the case may 
be, an amount has been deducted or may be deductible under 
paragraph 60(0) in computing: his income; 


Para. 56(1)(1) substituted by 1974-75-76, c. 26, subsec. 27(2), appli- 
cable to 1975 et seq. Para. 56(1,)(1). formerly read: 


(1) amounts received by the taxpayer in the year as legal costs 
awarded to him by.a court.on an appeal in relation to an as- 
sessment of tax, interest or penalties under this Act, if with 
respect to that assessment an amount has been deducted or 
may be deducuble under paragraph 60(0) in ‘computing his 
income; ~ 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(1.1) idem — amounts received by. the taxpayer 
‘in the year as an award or.a reimbursement in re- 
spect of legal expenses (other than those relating 
to a division or settlement of property arising out 
of, or on a breakdown of, a marriage) paid to col- 
lect or establish a right to a retiring allowance or 
a benefit under a pension fund or plan (other than 
a benefit under the Canada Pension Plan or a 
provincial pension plan as defined in section 3 of 
that Act). in respect of employment; 

Related Provisions: 60(0.1) — Deductions in computing in- 


come — legal expenses in respect of retiring alidwances and pen- 
sion benefits. 


History: Para. 56(1)(1.1) amended by 1994, c. 7, Sch. VIIL-(1993, c. 
24), subsec. 17(5), to substitute “an award or a reimbursement” for 
“an award or reimbursement” and “arising out of, or on a break- 
down of, a marriage” for “arising from a marriage or other conjugal 
relationship” and applicable after 1992. 


Pre-RSC History: Para. 56(1)(1.1) added, by 1990, c. 39, subsec. 
11(3), applicable with respect to amounts received after 1985, other 
than amounts received as an award or reimbursement in respect of 
legal expenses paid before 1986. HO 


(m) training allowance [to be repealed 
effective January 1, 1998] — amounts re- 
ceived by the taxpayer in the year as or on ac- 
count of a training allowance paid to the taxpayer 
under the National Training Act, €xcept to the ex- 
tent that they were paid to the.taxpayer as or on 
account of an allowance for the taxpayer’s per- 
sonal or living expenses while the taxpayer was 
away from home; 
Related Provisions: 60(n) — Deduction of overpayment of pen- 
sion or benefits; 63(3)“earned. income”(b), 64(b)(ii) — Amount 
under 56(1)(m) is earned income for child care..expenses and for 
part-time attendant deduction; 153(1)(i)— Withholding of tax at 
source; 248(1)— Extended meaning of. “personal or living 
expenses”. 
Pre-RSC History: Para. 56(1)(m) to be repealed by 1996, c. 23,-s. 
172, in force January 1, 1998. 


Para. 56(1)(m) substituted by 1980-81-82-83, c. 109, subsec. 19(1), 
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proclaimed in force August 2, 1982. Para. 56(1)(m) formerly read: 


(m) adult training allowance — amounts received by the 
taxpayer in the year as or on account of an adult training al- 
lowance paid to him under the Adult Occupational Training 
Act, except to the extent that they were paid to him as or on 
account of an allowance for his personal or living expenses 
while he was living away from home; 


Regulations: 200(2)(c) (information return). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants. 


(n) scholarships, bursaries, etc. — the 
amount, if any, by which, 


(i) the total of all amounts (other than amounts 
described in paragraph (q), amounts received 
in the course of business, and amounts re- 
ceived in respect of, in the course of or by vir- 
tue of an office or employment) received by 
the taxpayer in the year, each of which is an 
amount received by the taxpayer as or on ac- 
count of a scholarship, fellowship or bursary, 
or a prize for achievement in a field of en- 
deavour ordinarily carried on by the taxpayer 
(other than a prescribed prize), 


exceeds the greater of $500 and the total of all 
amounts each of which is, the lesser. of 


(ii) the amount included’ under subparagraph 
(i) for the year in respect of a scholarship, fel- 
lowship, bursary or prize that is to be used by 
the taxpayer in the production of a literary, 
dramatic, musical or artistic work, and 


(iii) the total of al! amounts each of which is 
an expense incurred by the taxpayer in the 
year for the purpose of fulfilling the condi- 
tions under which the amount described in 
subparagraph (11) was received, other than 


(A) personal or living expenses of the tax- 
payer (except expenses in respect of travel, 
meals and lodging incurred by the taxpayer 
in the course of fulfilling those conditions 
and while absent from the taxpayer’s usual 
place of.residence for the period to which 
the scholarship, fellowship, bursary or 
prize, as the case may be, relates), 


(B).expenses for which the taxpayer was 
reimbursed, and 


(C) expenses that are otherwise deductible 
in computing the taxpayer’s income; 


Related Provisions: 56(1)(p) — Amounts to be included in in- 
come — refund of scholarships, bursaries and research grants; 
60(q) — Refund of income payments; 62(1) — Moving expenses; 
63(3)“earned income”(b), 64(b)(i1) — Amount under 56(1)(n) is 
earned income for child care expenses and for part-time attendant 
deduction; 115(2)(a)—(b.1), 115(2)(e)(@i) — Non-resident’s taxable 
income earned in Canada; 248(1) — Extended meaning of “per- 
sonal or living expenses” Canada-U.S. tax treaty, Art. XX — 
Students. 


History: That portion of para. 56(1)(n) following subpara. (i) sub- 
stituted by 1994, c. 7, Sch- Il (1991,'c. 49), subsec. 32(5); applicable 
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to 1987 et seq. That portion formerly read: 
exceeds 
(ii) $500; 

Pre-RSC History: Subpara. 56(1)(n)(i) substituted by 1987, c. 46, 
subsec. 15(2), to add “(other than a prescribed prize)”, applicable to 
1983 et seq. except that, in respect of amounts received before May 
24, 1985, subpara. 56(1)(n)(i) shall be read without reference to the 
words “amounts received in the course of business, and amounts 
received in respect of, in the course of or by virtue of an office or 
employment”. 


Subpara. 56(1)(n)(i) substituted by 1986, c. 6, subsec. 28(1), appli- 
cable with respect to amounts received after May 23, 1985, to add 
“amounts received in the course of business, and amounts received 
in respect of, in the course of or by virtue of:an office or 
employment”. 


Subpara. 56(1)(n)(i) substituted by 1979, c. 5, subsec. 15(4), appli- 
cable in respect of amounts received after 1978, to add “(other than 
amounts described in paragraph (q))”. 


Selected Cases [para. 56(1)(n)]: Cai v. Canada, [1996] 3 
C.T.C. 2724 (TCC) (Taxpayer’s presence in Canada was more than 
just as student); The Queen v. Savage, [1983] C.T.C. 393 (SCC) 
(Award received by employee for passing self-improvement course 
was a “prize” for achievement); McLaughlin v. MNR, [1978] C.T.C. 
602 (FCTD) (Prize for achievement not taxable when taxpayer not 
competing for award); The Queen v. Amyot, [1976] C.T.C. 352 
(FCTD) (Grant used primarily to advance career of taxpayer is 
taxable). 


Regulations: 200(2)(a) (information return); 7700 (prescribed 
prize). fics’ 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes and research grants; IT-178R3: Moving expenses; 
IT-257R: Canada Council grants; IT-340R: Scholarships, fellow- 
ships, bursaries and research grants — forgivable loans, repayable 
awards, etc.; IT-515R2: Education tax credit; IT-516R2: Tuition tax 
credit. 


(o) research grants — the amount, if any, by 
which any grant received by the taxpayer in the 
year to enable the taxpayer to carry on research 
or any similar work exceeds the total of expenses 
incurred by the taxpayer in the year for the pur- 
pose of carrying on the work, other than 


(1) personal or living expenses of the taxpayer 
except travel expenses (including the entire 
amount expended for meals and lodging) in- 
curred by the taxpayer while away from home 
in the course of carrying on the work, 


(ii) expenses in respect of which the meas cr 
has been reimbursed, or 


(111) expenses that are otherwise deductible in 
computing the taxpayer’s income for the year; 


Related Provisions: 60(q) — Refund of income payments; 
62(1) — Moving expenses; 63(3)“earned income”(b), 64(b)(ii) — 
Amount under 56(1)(0) is earned income for child care expenses 
and for part-time attendant deduction; 115(2)(b.1), 115(2)(e)(Gii) — 
Non-resident’s taxable income earned in Canada; 146(1)“earned in- 
come’’(b) — Amount under 56(1)(0) is earned income for RRSP; 
248(1)— Extended meaning of “personal or living expenses”; Can- 
ada-U.S. tax treaty, Art. XX — Students. 


Regulations: 200(2)(b) (information return). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes and research grants; IT-178R3: Moving expenses; 
IT-257R: Canada Council grants; IT-340R: Scholarships, fellow- 
ships, bursaries, business and research grants — forgivable loans 
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and repayable awards, etc. 


(p) refund of SR TAN Ga bursaries. and 
research grants — amounts as described in 
paragraph 60(q) received by the Wehey st in the 
year from an individual; 
Related Provisions: 56(1)(n) — Scholarships, bursaries, etc. 
60(q) — Refund of income payments. 


Interpretation Bulletins: IT-340R: Scholarships, fellowships, 
bursaries, and research grants — forgivable loans and repayable 
awards. 


(q) education savings plan payments ES? 
amounts in respect of a registered education sav-' 


ings plan required by section 146.1 to be included 

in computing the taxpayer’s income for the year; 
Related Provisions: 81(1)(p) — Payments from unregistered 
plan not taxable; 146.1(7) — Amounts to be included in benefici- 
ary’s income; 146.1(14) — Rules applicable to revoked plan; 
212(1)(t) — RESP payments to non-residents. 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes and research grants. 
“(t) [Repealed under former Act] 


Pre-RSC History: Former para. 56(1)(r) repealed by 1986, c. 6, 
subsec. 28(2), applicable to 1986 et seq. Para. sora er 
read: 


(r) payments from registered home ownership savings 
plan — amounts in respect of a registered home ownership 
savings plan required by section 146.2 to be included in com- 
puting the taxpayer’s income for the year; 
Paras. 56(1)(p), (q) and. former para. (r) added by 1974-75-76, c. 26, . 
subsec. 27(3), paras. 56(1)(p) and (1) applicable fo, 1974 et seq.,. 
para. 56(1)(q) applicable to 1972 et seq. 


(s) grants under prescribed programs — 
the amount of any grant received in the year 
under a prescribed program of the Government of 
Canada relating to home insulation or energy 
conversion by | 
(i) the taxpayer, other than a married taxpayer 
who resided with the taxpayer’s spouse at the 
time the grant was received and whose in- 
come for the year is less than the taxpayer’s 
spouse’s income for the year, or 


S. .56(1)(u) » 


(ii) the. spouse of the taxpayer with whom the 
taxpayer resided at the time the grant was re- 
ceived, if the spouse’s income for the year is 
less than the taxpayer’s income for the year 


to the extent that the amount is not required: by 
paragraph 12(1)(u) to be included in computing 
the taxpayer’s or the taxpayer’s spouse’s income 
for the year or a subsequent year; 

Related Provisions: 56(9) — Definition of “income for the 


year’; 13(7.1)(b.1) — Deemed capital cost of certain tii 
252(4) — Extended meaning of “spouse”’. 


Pre-RSC History: Para. 56(1)(s) substituted by 1980-81-82-83, c. 
48, subsec. 25(6), applicable to 1981 et seq. Para. 56(1)(s) meee 
read: 


(s) the amount of any grant received inthe year under a pre- 
scribed program of the Government of Canada relating ‘to 
home insulation by 


(i) the taxpayer, other than a married taxpayer who re- 
sided with his spouse at the time the grant was received ~ 
and whose income for the year is less than the income for 
the year of his spouse, or 


(ii) the spouse of the taxpayer with whom he resided at 
the time the grant was received, if the spouse’s income 
for the year is less than the income: for the year of the 
taxpayer; and 

Para. 56(1)(s) added by 1977-78, c. 1, subsec. 23(2), applicable to 

1977 et seq. 

Regulations: 224 (information Sink 5500, 5501 Saige tc 

program). 

Forms: T4 NEP: Statement of National Energy Program payments. 


(t) registered retirement income fund — 
amounts in.respect of a registered retirement in- 
come fund required by section 146.3 to be in- 
cluded in computing the taxpayer’s income for 
the year; 

Related Provisions: 60.2(1) — Refund of undeducted past ser- 


vice AVCs; 146.3(5) — Benefits taxable; :153(1)(1) — Withholding 
of tax at source; 212(1)(q) — RRIF payments to non-residents. 


Pre-RSC History: Para. 56(1)(t) added by 1977-78, c. 32, s. 11. 
Regulations: 215 (information return). 


Forms: T2205: Calculation of amounts from a spousal RRSP or 
RRIF to be included in income. 


(u) social assistance payments — a social 
assistance payment made.on the basis of a means, 
needs or income test and received in the year by 


(i) the taxpayer, other than a married taxpayer 
who resided with the taxpayer’s spouse ‘at the 
time the payment was received and whose in- 
come for the year is less than the spouse’s in- 
come for the year, or 

(ii) the taxpayer’s spouse, if the taxpayer re- 
sided with the spouse at the time the payment 
was received and if the spouse’s income for 
the year is less than the taxpayer’s income for 
the year, 


except to the extent that the payment is otherwise 
required. to be included in computing the income 
for a taxation year from a business or property. of 
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the taxpayer or the taxpayer’s spouse; 


Related Provisions: 56(1)(r) — Inclusion of social assistance 
payments intended to supplement employment income (with no off- 
setting deduction); 56(9) — Definition of “income for the year”; 
81(1)(h) — Exemption for payments to foster care givers; 
110(1)(f) — Deduction for payments; 252(4) — Extended meaning 
of “spouse”. 


History: Para. 56(1)(u) satiated by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 32(6), applicable to 1982. et seg. Para. 56(1)(ii) for- 
merly read: 


(u) social assistance Bay montsics a social, assistance pay- 
ment made in the year 


(i) on the basis of a means, needs or income test, and 


(ii) in respect of the taxpayer or of a person who, at the 
time of the payment, is related to the taxpayer or is a per- 
son in respect of whom. any individual was entitled to re- 
ceive a family allowance payment under the Family Al- 
lowances Act 


and received by 
(iii) the taxpayer, other than a married taxpayer who re- 
sides with the taxpayer’s spouse at the time of the pay- 


ment and whose income for the year is less than the 
spouse’s income for the year, or - 

(iv) the taxpayer’s spouse with whom the taxpayer Te- 
sides at the time of the payment if the spouse’s income 
for the year is less than the taxpayer’s income for the 
year; 


Pre-RSC History: Para. 56(1)(u) substituted by. 1988, 'c. 55, sub- 
sec. 34(2), applicable to 1982 et seq, Para. 56(1)(u), formerly read: 
(u) social assistance payments — a social assistance pay- 
ment made on the basis of a means, needs or income test re- 
ceived in the year by 
(i) the taxpayer, other than a married taxpayer who re- 
sided with his spouse at the time the payment was re- 
ceived and whose income ‘for the year is less than his 
spouse’s income, or 


(ii) the spouse. of the taxpayer with whom he resided at 
the time the payment was received if the spouse’s income 
for the year is less than the taxpayer’s income for the 
year; 


Para. 56(1)(u) added by 1980-81-82-83, c. 140, subsec. 2665), appli- 
cable to 1982 et seq. 


Regulations: 233 (information return). 
Forms: T5007 Summ: Summary of benefits; T5007 ee State- 
ment of benefits. 


(v) workers’ compensation — compensation 
received under an employees’ or workers” com- 

pensation law of Canada or a province in respect 
of an injury, a disability or death; 


Income Tax Act, Part I, Div. B © 


Related Provisions: 110(1)(f) — Deductions for payments. 


History: Para. 56(1)(v) substituted by 1994, c.7, Sch. IIT (1992, c. 
1), s. 13, applicable from. February ~28, 1992: Para. sas formerly 
read: 


(v) workmen’s compensation — compensation received 

under an employee’s or workmen’s compensation law_ of 

Canada or a province in respect of an injury, disability or 

death; . 
Pre-RSC History: Para. 56(1)(v) added by 1980-81-82-83, c. 140, 
subsec. 26(5), applicable to 1982 et seq. 


Regulations: 232 (information return). 


Interpretation Bulletins: IT-202R2: Employees’ or. workers’ 
compensation. 


Forms: T5007 Summ: Summary of benefits; T5007 Supp: State- 
ment of benefits. 


(w) salary deferral arrangement — the total 
of all amounts each of which is an amount re-. 
ceived by the taxpayer as a benefit (other than an 
-amount received by or from a trust governed by a 
salary deferral arrangement) in the year out of or 
under a salary deferral arrangement in respect of 
a person other than the taxpayer except to the ex- 
tent that the amount, or another amount that may 
reasonably be considered to relate thereto, has 
been included in computing the income of that 
other person for the year or for any preceding 
taxation year; 


Related Provisions: 6(1)(i) — Inclusions — salary deferral ar- 
rangement payments; 6(1 1) — Salary deferral arrangement. 


Pre-RSC History: Para. 56(1)(w)added by 1986, c. 55, s. 9, 
applicable to 1986 et seq. 


(x) retirement compensation arrange- 
‘ment — any amount, including a return of con- 
tributions, received in the year by the taxpayer or 
another person, other than an amount required to 
be included in that other person’s income for a 
taxation year under paragraph 12(1)(n.3), out of 
or under a retirement compensation arrangement 
that can reasonably be ‘considered to have been 
received in respect of an office or employment of 
the taxpayer; 
Related Provisions: 56(11) Scopisposition of property by RCA. 
trust; 604.1) — Transfer of retiring allowances; 60(t) — Deduc- 
tions — amount included under 56(1)(x);° 149(1)(q.1) —RCA 
trust — exempt from Part I tax; 107.2 — Distribution by RCA to 
beneficiary; .153(1)(q) — Withholding of tax at source; 160.3:— Li- 
ability in respect of amounts received out of or under RCA trust; 
207.6(7) — Transfer from RCA to another RCA; ae — Non-» 
resident withholding tax. 


Interpretation Bulletins: IT-499R: Superannuation or pension” 
benefits. 


Forms: T4A-RCA citing Return for an RCA; T4A-RCA Supp: 
Statement of amounts paid out of, te or in SUUEELTGA with an 
RCA. 


(y) idem — any amount received or that Besatne 
receivable in the year by the taxpayer as proceeds 
from the disposition of an interest in a retirement 
compensation arrangement; 

Related Provisions: 60(u) — Deductions — amount included 


under 56(1)(y); 153(1)(r) — Withholding of tax at source; 
214(3)(b.1) — Non-resident withholding tax — deemed payments. 
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Forms: T4A-RCA Summ: Return for an-RCA; T4A-RCA Supp: 
Statement of amounts paid out of, under or in conjunction with. an 
RCA. 


(z) idem — the total of all amounts; including a 
return of contributions,’ each of which is an 
amount received in the year by the taxpayer out 

_of or under a retirement compensation arrange- 
ment that can reasonably be considered to have 
been received in respect of an office or employ- 
ment. of a person other than the taxpayer, except 
to the extent that the amount was required 


(i) under paragraph 12(1)(n.3) to be included 
in computing the AR ANS', s income for a tax- 
ation year, or 


(ii) under paragraph (x) or »subsection 70(2) to 


be included in computing the income for the | 


year of a person resident in Canada other than 
the taxpayer;,and 
Related. Provisions: 56(11) — Disposition of property by RCA 
trust; 60(t)—- Deductions — amount included under 56(1)(z); 
153(1)(q) — Withholding of tax at source; 212(1)(G) — Non-resi- 
dent withholding tax. 
Pre-RSC History: Paras. 56(1)(x), (y),.(z). added by 1987, c. 46, 
subsec. 15(3), applicable after October 8, 1986. 


Interpretation Bulletins: IT-499R: Pe Bag al or pension 
benefits. 


(aa) [benefit from registered national arts 
service organization] — the value of benefits 
received or enjoyed by any person in the year in 
respect of workshops, seminars, training pro- 
grams and similar development programs be- 
cause of the taxpayer’s membership in a regis- 
tered national arts service organization. 


Related Provisions: 149.1(6.4) — National arts 
organizations. 


History: Para. 56(1)(aa) added by 1994, c. 7; Sch. I (1991, c. 49), 
subsec. 32(7), applicable after July 13, 1990. 


Interpretation Bulletins [subsec. 56(1)]: IT-307R3: Spousal 
registered retirement savings plans; IT- PASH: cabo cea settle- 
ments and similar receipts. 


Forms [subsec. 56(1)]:;T4A-RCA Summ: Return for an RCA; 
T4A-RCA Supp: Statement of amounts paid out of; under or in con- 
junction with an RCA. 


(1.1) Application of subsec. 12. (11) — The 


service 


definitions in subsection 12.2(11) apply to paragraph 


(1)(d). 
Origin of subsec. 56(1.1): R.S.C. 1985, c» 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 12.2(11)). 


(2) Indirect payments — A payment or transfer of 
property made pursuant to, the direction of, or with 
the concurrence of, a taxpayer to some other. person 
for the benefit of the taxpayer or as a benefit that the 
taxpayer desired to have conferred on the other per- 
son (other than by an assignment of any portion of a 
retirement pension pursuant to section 65.1 of the 
Canada Pension Plan or a comparable provision of a 
provincial pension plan as defined in section 3 of 
that Act or of. a prescribed provincial pension plan) 
shall be included in computing the taxpayer’s in- 
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come to the extent that it would be if the payment or 
transfer had been made to the taxpayer. 


Related Provisions: 74.1-74.5 — Attribution ~rules; 
80.04(5.1) — No benefit conferred where debtor transfers property 
to eligible transferee under 80.04; 135(4)“payment’*(c) + Patronage 
dividend payments; 212(2), 214(3)(a) — Non-resident withholding 
tax; 246 — Benefit conferred on a person, 


Pre-RSC History: Subsec. 56(2) substituted by 1987, c. 46, sub- 
sec. 15(4), to add “(other than by an assignment of any portion of a 
retirement pension pursuant to section 64.1 of the Canada Pension 
Plan or a comparable provision of a provincial pension plan as de- 
fined in section 3 of that’ Act or of a prescribed provincial pension 
plan)”, applicable to 1987 et seq. 


Selected Cases [subsec. 56(2)]: Neuman v. MNR, [1996] 3 
C.T.C. 270 (FCA) (Discretionary dividend to non-arm’s length 
shareholder who made no contribution to company subject to provi- 
sion, despite McClurg decision); Minet Inc. v. Canada, [1996] 3 
C.T.C. 2108 (TCC) (Part XII tax wrongly assessed against Cana- 
dian taxpayer instead of non-resident); Ascot Enterprises v. Canada, 
[1996] 1 C.T.C. 384 (FCA) (Desire to confer benefit is critical to 
application of provision); McClurg v. MNR, [1991] 1 C.T.C. 169 
(SCC) (Dividends to wife on separate class of shares not included in 
taxpayer’s income); Century 21° Ramos Realty Inc. et al. v. The 
Queen (sub nom. Ramos v. The Queen), [1987] 1 C.T.C: 340 (Ont. 
CA); leave to appeal to SCC refused (1987), 44 DLR (4th) vii (note) 
(Conviction for tax evasion; benefit from transactions attributed to 
taxpayer when ultimate remuneration earned by taxpayer through 
corporation); Boardman et al. v. The. Queen, [1986] 1 C.T.C, 103 
(FCTD); appealed to FCA (Dec. 20, 1985); File-A-1015-85 (Trans- 
fer of houses; net fair market value included in transferor’s income); 
The Queen v. Hoffman, [1985]. 2:C.T.C. 347.(FECTD) (Amounts 
withheld from income received by U.S. citizen working in Canada 
and forwarded to U.S. government included in income); Champ y. 
The Queen, [1983] C.T.C. 1 (FCTD) (Indirect benefit from payment 
of dividends included in income); Barbeau v. The Queen, [1981] 
C.T.C. 496 (FCTD) (Commissions in lieu of salary’ paid to holding 
company were income from employment); Fraser Companies Ltd. 
y. The, Queen, [1981] C.T.C. 61 (FCTD) \(Proceeds of sale received 
from U.S. subsidiary loaned interest-free from.Canadian parent. to 
subsidiary exempted from Canadian income tax constitute loan, not 
transfer of interest income); Murphy v. The Queen, [1980] C.T.C. 
386 (FCTD) (Income distributed to wife attributed to taxpayer exec- 
utor and beneficiary of father’s estate); McClain Industries of Can- 
ada Inc. v. The Queen, [1978] C.T.C.:511 (FETD) (Taxpayer taxa- 
ble on portion of commission assigned to third party); Perrault.v. 
The Queen, [1978] C.T.C. 395. (FCA) (Renunciation of dividends 
taxable benefit when extinguishing shareholder debt); Nelson v.. The 
Queen, [1974] C.T.C. 360 (FCA) (Dividends not indirect payment 
when issued shares held in trust for members of partnership.in equal 
shares or when agreement calling for equal equity shareholdings); 
The Queen v. Quinn, [1973] C.T.C. 258 (FCTD) (Interest on sums 
in scholarship trust fund not received by taxpayer or beneficiary son 
not included in taxpayer’s income); Campeau v. MNR, [1970] 
C.T.C. 306 (Exch) (Amounts paid by operating companies when 
management companies not providing services taxable in hands of 
shareholder-employees). 


Regulations: 7800(1) (prescribed provincial pension plan). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-335R: Indirect payments; 
IT-362R: Patronage dividends; IT-385R2: Disposition of an income 
interest in a trust; IT-415R2: Deregistration of registered retirement 
savings plans; IT-432R: Benefits conferred on shareholders. 


Advance Tax Rulings: ATR-3: Winding-up of an estate; ATR- 
14: Non-arm’s length interest charges; ATR-15: Employee . stock 
option plan; ATR-17: Employee benefit plan — purchase of com- 
pany shares; ATR-22R: Estate freeze using share exchange; ATR- 
27: Exchange and acquisition.of interests in capital properties 
through rollovers and winding-up (“butterfly”); ATR-29; Amalga- 
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mation of social clubs; ATR-35: Partitioning of assets to get spe- 
cific ownership (“butterfly”); ATR-36: Estate freeze. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 56(3) repealed by 1988, c. 55, subsec. 
34(3), applicable with respect to transactions entered into on or after 
September 13, 1988, other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsection 248(10), commencing 
before September 13, 1988, and completed before 1989; or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Subsec. 56(3) formerly read: 


(3) Undistributed payments or profits — For the purposes 
of this Part, a payment or transfer in a taxation year of prop- 
erty made to the taxpayer or some other person for the benefit 
of the taxpayer and other persons jointly or a profit made by 
the taxpayer and other persons jointly in a taxation year shall 
be deemed to have been received by the taxpayer in the year 
to the extent of his interest therein notwithstanding that there 
was no distribution or division thereof in that year. 


(4) Transfer of rights to income — Where a tax- 
payer has, at any time before the end of a taxation 
year, transferred or assigned to a person with whom 
the taxpayer was not dealing at arm’s length the right 
to an amount (other than any portion of a retirement 
pension assigned by the taxpayer under section 65.1 
of the Canada Pension Plan or a comparable provi- 
sion of a provincial pension plan as defined in sec- 
tion 3 of that Act) that would, if the right had not 
been so transferred or assigned, be included in com- 
puting the taxpayer’s income for the taxation year, 
the part of the amount that relates to the period in the 
year throughout which the taxpayer is resident in 
Canada shall be included in computing the tax- 
payer’s income for the year unless the income is 
from property and the taxpayer has also transferred 
or assigned the property. 


Related Provisions: 82(2) — Dividends deemed received by tax- 
payer; 212(12) —No non-resident withholding tax where income 
attributed. 


History: Subsec. 56(4) substituted by 1994, c. 21, subsec. 25(3), 
applicable to 1992 et seg. That subsec. formerly read: 


(4) Transfer of rights to income — Where a taxpayer has, at 
any time before the end of a taxation year (whether before or 
after the end of 1971), transferred or assigned to a person 
with whom the taxpayer was not dealing at arm’s length the 
right to an amount (other than any portion of a retirement 
pension assigned by the taxpayer pursuant to section 65.1 of 
the Canada Pension Plan or a comparable provision of a pro- 
vincial pension plan as defined in section 3 of that Act or of a 
prescribed provincial pension plan) that would, if the right 
thereto had not been so transferred or assigned, be included in 
computing the taxpayer’s income for the taxation year be- 
cause the amount would have been received or receivable by 
the taxpayer in or in respect of the year, the amount shall be 
included in computing the taxpayer’s income for the year un- 
less the income is from property and the taxpayer has also 


Income Tax Act, Part I, Div. B 


transferred or assigned the property. 


Pre-RSC History: Subsec. 56(4) substituted by 1987, c. 46, sub- 
sec. 15(5), to add “(other than any portion of a retirement pension 
assigned by the taxpayer pursuant to section 64.1 of the Canada 
Pension Plan or a comparable provision of a provincial pension 
plan as defined in section 3 of that Act or of a prescribed provincial 
pension plan)” and to substitute “the taxpayer’s income for the 
year” for “the taxpayer’s income for the taxation year”, applicable 
to 1987 et seq. 


Selected Cases [subsec. 56(4)]: De Groote v. The Queen, 
[1984] C.T.C. 687 (FCTD) (Dividends assigned by shareholder to 
company included in company’s income); Fraser Companies Ltd. v. 
The Queen, {1981] C.T.C. 61 (FCTD) (Proceeds of sale received 
from U.S. subsidiary loaned interest-free from Canadian parent to 
subsidiary exempted from Canadian income tax constitute loan, not 
transfer of interest income); The Queen v. Campbell, [1980] C.T.C. 
319 (SCC) (Taxpayer not assigning own money when assigning 
fees to company under arrangement in which fees belong to com- 
pany); The Queen v. Canadian-American Loan and Investment 
Corp. Ltd., [1974] C.T.C. 101 (FCTD) (Income taxable in tax- 
payer’s hands when profits income from business rather than prop- 
erty); The Queen v. Guay, [1973] C.T.C. 148 (FCTD) (Bonus pay- 
ments held to be taxable income for taxpayer dealing personally 
with company). 


Regulations: 7800(1) (prescribed provincial pension plan). 


Interpretation Bulletins: IT-440R2: Transfer of rights to income; 
IT-499R: Superannuation or pension benefits. 


(4.1) Interest free or low interest loans — 
Where 


(a)a particular indiana ful (other than a trust) ora 
trust in which the particular individual is benefi- 
cially interested has, directly or indirectly by 
means of a trust or by any means whatever, re- 
ceived a loan from or become indebted to 


(i) another individual (in this subsection re- 
ferred to as the “‘creditor’”) who 


(A) does not deal at arm’s length with the 
particular individual, and 


(B) is not_a trust, or 


(il) a trust (in this subsection aaeacal to.as the 
“creditor trust’) to which another individual 

(in this subsection referred to as the “original 

transferor’) who . 


(A) does not deal at arm’s Cah with the 
particular individual, 


(B) was resident in Canada at any time in 
the period during which the loan or indebt- 
edness is outstanding, and 


(C) is not a trust, 


has, directly or indirectly by means of a trust 
or by any means whatever, transferred prop- 
erty, and 


(b) it can reasonably be considered that one of the 
main reasons for making the loan or incurring the 
indebtedness was to reduce or avoid tax by caus- 
ing income from 


(1) the loaned property, 


(11) property that the loan or indebtedness ena- 
bled or assisted the particular individual, or 
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the trust in which the particular individual is 
beneficially interested, to acquire, or 
(iii) property substituted for property referred 
to in subparagraph (1) or (ii) 
to. be included in the | income of the particular 
individual, 


the following rules apply: 


(c) any income of the particular individual for a 
taxation year from the property referred to in par- 
agraph (b) that relates to the period or periods in 
the year throughout which the creditor or the 
creditor trust, as the case may be, was resident in 
Canada and the particular individual was not 
dealing at arm’s length with the creditor or the 
original transferor, as the case may oe shall be 
deemed, 


(i) where subparagraph (a)(i) applies, to be in- 
come of the creditor for that year and not of 
the particular individual except to the extent 
that 


(A) section 74.1 applies or would, but for 
subsection 74.5(3), apply, or 


(B) subsection 75(2) applies 
to that income, and 


(ii) where subparagraph (a)(1i) applies, to be 
income of the’ creditor trust for that year and 
not of the particular individual except to the 
extent that 


(A) subparagraph (i). applies, 


(B) section 74.1 applies or would, but for 
subsection 74.5(3), apply, or 


(C) subsection 75(2) applies (otherwise 
than because of paragraph (d)) 


to that income; and 
(d) where subsection 75(2) applies to any of the 


property referred to in paragraph (b) and subpara- | 


graph (c)(ii) applies to income from the property, 
subsection 75(2) applies after subparagraph 
(c)(ii) is applied. 
Related Provisions: 56(4.2) — Loans for value; 56(4.3) — Re- 
payment of existing indebtedness; 74.4(2) — Transfers and loan to 
corporation; 82(2) — Dividends deemed received by taxpayer; 
96(1.8) — Transfer or loan of partnership interest; 212(12) — No 
non-resident withholding tax where income attributed; 248(5) — 
Substituted property; '248(25) — Meaning. of “beneficially 
interested”’. 
History: Subpara. 56(4.1)(b)(ii) substituted by 1994, c. 21, subsec. 


25(4),. applicable to income relating to, periods that begin after De- 
cember 21, 1992: That subpara. formerly read: 


(ii) property that the loan or indebtedness enabled or assisted 
the particular individual to acquire, or 


That portion of para. 56(4.1)(a) preceding subpara. (i) amended by 
1994, c. 7, Sch. VHI (1993, c. 24), subsec. 17(6), to delete “(within 
the meaning assigned by subsection 74.5(10))” from after “benefi- 
cially interested”, applicable after 1990. 


Subsec. 56(4.1) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 32(8), applicable with respect to income relating to periods 
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commencing after 1990. Subsec. 56(4.1) formerly read: 


(4.1) Interest free or low interest loans — Where an indi- 
vidual has lent property, directly or indirectly by means of a 
trust or by any means whatever, to another individual with 
whom the individual was not dealing at arm’s length and it 
may reasonably be considered ‘that one of the main reasons 
for the loan was to reduce or avoid tax’ by causing income 
from the property or property substituted therefor to be in- 
cluded in the income of the other individual, any income for a 
taxation year from the property or from property substituted 
therefor that relates to the period or periods of the year 
throughout which the individual was resident in Canada and 
was not dealing at arm’s length with the other individual, 
* shall be deemed to be income of the individual and not of the 
other individual except to the extent that section 74.1 is other- 
wise applicable. 


Pre-RSC History: Subsec. 56(4.1) added by 1988, c...55, sites. 
34(4), applicable with respect to loans that are outstanding after 
1988 except that, in the case of a loan outstanding on January 1, 
1989 the subsec. does not apply to income. relating. to ay period 
ending before 1989. 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. 


(4.2) Exception — Notwithstanding any other pro- 
vision of this Act, subsection (4.1) does not apply to 
any income derived in a particular taxation year 
where 


(a) interest was charged on the loan or indebted- 
ness at a rate equal to or greater than the lesser of 


(i) the prescribed rate of interest in effect at 
the time the loan was made or the indebted- 
ness arose, and 


(ii) the rate that would, having regard to all 
the circumstances, have been agreed on, at the 
time the loan was made or the indebtedness 
arose, between parties dealing with each other 
at arm’s length; 


(b) the amount of interest that was payable in re- 
spect of the particular year in respect of the loan 
or indebtedness was paid not later than 30 days 
after the end of the particular year; and 


(c) the amount of interest that was payable in re- 
spect of each taxation year preceding the particu- 
lar year in respect of the loan or indebtedness was 
paid not later than 30 days after the end of each 
of those preceding taxation years. 

History: Subsec. 56(4.2) substituted by 1994, c. 7,.Sch. II (1991, c. 


49), subsec. 32(8), applicable with respect to income relating to pe- 
riods commencing after 1990. Subsec. 56(4.2) formerly read: 


(4.2) Where subsec. (4.1) does not apply — Notwith- 
standing any other provision of this Act; subsection (4:1) does 
not.apply to any income derived in a particular taxation year 
from lent property or from property substituted therefor if 


(a) interest was charged on the loan at a rate equal to or 
greater than the lesser of 


(i) the prescribed rate that was in effect at the time 
the loan was made, and 


(ii) the rate that would, having regard to all circum- 
stances, have been agreed on, at the time the loan 
was made, between parties dealing with each other at 
arm’s length; 
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(b) the amount of interest that was payable ‘in respect of 
the particular year in respect of the loan was paid not 
later than 30 days after the end of the particular year; and 


(c) the amount of interest that was payable in respect of 
each taxation year preceding the particular year in respect 
of the loan was»paid not later than 30 days after the end 
of each such taxation year. 


Pre-RSC History: Subpara. 56(4.2)(a)(i) amended by 1990, c. 39, 
subsec. 11(4), to substitute “prescribed rate” for “rate prescribed for 
the purposes of subsection 161(1)”, applicable with respect to inter- 
est to be calculated in respect of periods that are after September 
1989. 


Subsec. 56(4.2) added by 1988, c. 55, subsec. 34(4), applicable with 
respect to loans that are outstanding after 1988. 


Regulations: 4301(c) (prescribed rate of interest). 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. 


(4.3) Repayment of existing indebtedness — 
For the purposes of subsection (4.1), where at any 
time a particular property is used to repay, in whole 
or in part, a loan or indebtedness that enabled or as- 
sisted an individual to acquire another property, 
there shall be included in computing the income 
from the particular property that proportion of the in- 
come or loss, as the case may be, derived after that 
time from the other property or from property substi- 
tuted therefor that the amount so repaid is of the cost 
to the individual of the other property, but for greater 
certainty nothing in this subsection shall affect the 
application of subsection (4.1) to any income or loss 
derived from the other Bens or from property 
substituted therefor. 


Related Provisions: 248(5) — Substituted property.» 


History: Subsec. 56(4.3) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 32(8), applicable to income relating to periods com- 
mencing after 1990. Subsec. 56(4.3) formerly read: 


(4.3) Repayment of existing indebtedness — For the ’pur- 
poses of subsection (4.1), where at any time an individual has 
lent property (in this subsection referred to. as the “lent prop- 
erty”) either directly or indirectly, by means_of a trust or by 
any other means whatever, to a person, and the lent property 
or property substituted therefor is used 


(a) to repay, in whole or in part, borrowed money with 
which other property was acquired, or 


(b) to reduce an amount payable for other property, 


there shall be included in camputing the income from the lent 
property, or from property substituted therefor, that is so 
used, that proportion of the income or loss, as the case may 
be, derived after that time from the other property or from 
property substituted therefor that the fair market: value at that 
time of the lent property, or property substituted therefor, that 
is so used is of the cost to that person of the other property at 
the time of its acquisition, but for greater certainty nothing in 
this subsection shall affect the application of subsection (4.1) 
to any income or loss derived from the other property or from 
property substituted therefor. 


Pre-RSC History: Subsec. 56(4.3) added by 1988, c. 55, subsec. 
34(4), applicable with respect to loans that are outstanding after 
1988. 


Interpretation Bulletins: IT-51iR: Interspousal and certain other 
transfers and loans of property. 
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(5)-(7) [Repealed]. 
History: Subsecs. 56(5) to (7) repealed by 1994, c. 7, Sch. VII 


(1992, c. 48), subsec. 1(1), applicable to ie et seq. Subsecs. (5) to 
(7) formerly read: 


(5) Family allowances — tt ‘individual who is deemed by 
subsection (6) or (7) to-have supported in a particular month 
of a taxation year a person in respect of whom 


(a) a family allowance under the Family Allowances Act, 
or 


(b) an allowance under a law of a province that provides 
‘for payment of an allowance similar to the family allow- 
ance provided under the Family Allowances Act - 


is paid for the particular month shall include in computing the 
individual income for the year an amount equal to the total of 
all amounts each of which is the amount of such an allowance 
received by the individual or the individual’s spouse for a 
month of the year in which the individual is deemed to have 
supported the person. 


(6) Deemed support — For the purposes of subsection (5) 
and subject to subsection (7), an individual.shall be deemed 
to have supported a Peon in a particular month of a taxation 
‘year tf 


(a) the person is a child of, or is dependent for support in 
the particular month on, the individual or the individual’s 
spouse; and ; ’ 


(b) where the individual is married, at.the end of the par- 
ticular month, 


(i) the individual’s income for the year (computed 
without reference to subsection (5) and section 63) 
exceeds, that of the individual’s spouse; and-- 


'*(ii)‘the individual’s ‘spouse’ was not, by reason of a 
breakdown of the marriage, living separate and apart 
from the individual at the end of the particular month 
and for a period of at least 90 days commencing in 
the year. 


(7) Idem — For the purposes of subsection (5), where 


(a) an amount is allowed, under subsection 118(1) be- 
cause of paragraph 118(1)(b) in computing an individ- 
ual’s tax payable under this Part for a taxation year in 
respect of a person referred to in subsection (5), the indi- 
vidual shall be deemed to be the only individual to have 
supported the person in each month of the year and any 
allowance referred to in subsection (5) that is paid in re-. 
spect of the person for each such month shall be deemed 
to have been received by the individual; and 


(b) an allowance referred to in that subsection is paid in 
respect of a person for a particular month of a‘ taxation 
year and no amount in respect of the allowance would, 
but for this paragraph, be included in computing the in- 
come for the year of any individual, the individual to 
whom the allowance is paid shall be deemed to have sup- 
ported the person_in the particular month. 


Para. 56(7)(a) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 32(9), applicable to 1988 et seg. Para. 56(7)(a) formerly read: 


(a) an amount is allowed under subsection 118(1) by reason 

of paragraph 118(1)(b) in computing an individual’s tax pay- 

able under this Part for a taxation year in respect of a person, 

the individual shall be deemed to be the only individual to 

have supported the person in each month of the year; and 
Pre-RSC History: Subsecs. 56(5) to (7) substituted and (8) re- 
pealed by 1988, c, 55, subsec: 34(5), applicable to 1988 et seq. Sub- 
secs. 56(5) to (8) formerly read: 


(5) Family Allowances Act, 1973 — Subject to subsection 
(6), a taxpayer who is deemed by subsection (7) to have sup- 
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ported a child in a taxation year, in respect of whom 


(a) a family allowance under the Family Allowances ‘Act, 
1973, or 


(b). an allowance under a law of a province that provides 
for payment of an allowance similar to the family allow- 
ance provided under the Family Allowances Act, 1973 


has been paid in the.taxation year, shall include in computing 
his income for the taxation year an amount equal to the said 
allowance. 


(6) Where law ofa province allows no action _ 
Where, in respect of a particular child, an allowance, similar 
to the family allowance provided under the Family AIl- 
lowances Act,’ 1973, is provided under the law of a province 
and the law of that province 


(a) imposes a tax upon the income of individuals, and 


(b) would not, if that child had no income, permit,. in 
computing taxable income, a deduction for that child, 


‘a taxpayer is not required; in computing his income for the 
‘year, to include any amount in respect of the allowance. 


(7) Taxpayer deemed to support — For the purposes of 
subsection. (5), 


(a) a taxpayer who, in computing his taxable) income fora 
‘taxation year, deducts an amount under section: 109 in re- 
»spectsof a child in respect of whom an allowance de- 
scribed in subsection (5) has been paid in the taxation 
year, or. 


(b) if paragraph (a) does not apply, a taxpayer to whom 
an allowance described in subsection (5) has been Bag in 
a taxation year in respect of a child, 


shall be deemed to, have supported the child in the taxation 
year. 


(8) Partial including of allowance in income — Notwith- 
Standing subsection (5), where more than one, taxpayer has,,in 
computing his taxable income for a taxation year, made.a de- 
duction under section 109 in respect of a child in respect of 
whom an allowance described in subsection (5) has been paid 
“in the taxation year, each such taxpayer shall include in com- 


puting: his income for the taxation year that portion of the’ ~ 


amount that, but for this subsection, he would be required by 
subsection, (5) to include in, computing his income in the. taxa- 
tion year in respect of that child that 


(a) the: amount of the deduction made by him shales sec- 
tion 109 in respect of that child, 


is of 


(b) the aggregate of the deductions made By each of fie 
said taxpayers under section 109 in respect of that child. 


Subsec. 56(6) substituted by 1976-77, c. 4, subsec. 16(3), applicable 
to 1976 et seq. Subsec. 56(6) formerly read:. 


(6) Where, under the law of a province, payment of an allow- 
ance similar to the family allowance provided under the Fam- 
ily Allowances Act, 1973 is provided and a law of the prov- 
ince imposes a tax upon the income of individuals, but does 
not permit a deduction for the child in respect of whom the 
allowance was paid in computing taxable income, an amount 
equal to such allowance is not required to be included in com- 
puting the income of a taxpayer under this Act. 


Subsecs. 56(5) to (8) added by 1973-74, 'c. 44, s. 23, proclaimed in 
force January 1, 1974. 

(8) CPP/QPP sigabunty Bekah for previous 
years — Notwithstanding subsection (1), where 


(a) one or more amounts are: received by an indi- 
vidual (other than a trust) in‘a'taxation year as, on 


the purposes of paragraphs (1)(s) and (u), 


S. 56(9) 


account of, in lieu of payment of or in satisfaction 
of, a disability pension under the Canada Pension 
Plan or a provincial plan as defined in section 3 
of that-Act, and 


(b) a portion, not less than $300. df the total of 
those amounts relates to one or more Thee ae 
~ taxation ‘years, 


that portion shall, at the option of the individual, not 
be included 1 in the individual’ s income. 


Related Provisions: 120.3 — CPP/QPP disability benefits for 
previous years; 146(1)“earned income’’(b.1) — RRSP — earned in- 
come includes.amount under 56(8)(a). 

History: Subsec. 56(8) added by 1994, c. 7, Sch. II (1991, c..49), 


subsec. 32(10), applicable with respect to amounts received after 
1989. 


(9) Meaning of “income for the Neatieeeko: 
“income 
for the year” of a person means the amount that 
would, but for those paragraphs, paragraphs 60(v.1) 
and (w) and section 63, be the income of that person 
for the year. 


‘History; Subsec. 56(9) substituted by 1994, c. 7, Sch. VII (1992, oe 


48), subsec. 1(2), applicable to 1993 et seq. Subsec. 56(9) formerly 
read: 


(9) Definition of “income for the year’ — For the purposes 
of paragraphs (1)(s) and (u) and subsection (6), “income for 
the year” of a person means the amount that would, but, for 
those paragraphs, subsection (5), paragraphs 60(v.1) and (w) 
and section 63, be the income of that person for the year. 
Subsec. 56(9) amended by 1994, c..7, Sch. II (1991, c.49), subsec. 
32(11), to add reference to paragraph 60(v.1), applicable to 1989 er 
seq. ‘ Be tes 
Pre-RSC History: Subsec..56(9),substituted by 1990, c. 39, sub- 
sec. 11(5), applicable to’'1989 et seg. Subsec. 56(9) formerly read: 
(9) Definition of “income for the year’ — For the purposes 
of paragraphs 56(1)(s) ‘and (u), “income for the year” of a 
person means the amount that would, but for those 
paragraphs, be the income of that person for the year. 
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Subsec. 56(9) substituted by 1980-81-82-83, c. 140, subsec. 26(6), 
applicable to 1982 et seq. Subsec. 56(9) added by 1977-78, c,1, sub- 
sec. 23(3), applicable to 1977 et seq. 


(10) Severability of retirement compensation 
arrangement — Where a retirement compensation 
arrangement is part of a plan or arrangement (in this 
subsection referred to as the “plan’) under which 
amounts not related to the retirement compensation 
arrangement are payable or provided, for the pur- 
poses of this Act, other than this subsection, 


(a) the retirement compensation arrangement 
shall be deemed to be a separate arrangement in- 
dependent of other parts of the plan of which it is 
a part; and 

(b) subject to subsection 6(14), amounts paid out 
of or under the plan shall be deemed to have first 
been paid out of the retirement compensation ar- 
rangement unless a provision in the plan other- 
wise provides. 


Pre-RSC History: Subsec. 56(10) added by 1987, c. 46, subsec. 
15(6), applicable after October 8, 1986. 


(11) Disposition of property by RCA trust — 


For the purposes of paragraphs (1)(x) and (z), where, 


at any time in a year, a trust governed by a retire- 
ment compensation arrangement 


(a) disposes of property to a person for considera- 
tion less than the fair market value of the prop- 
erty at the time of the disposition, or for no 
consideration, 


(b) acquires property from a person for consider- 
ation greater than the fair market value of the 
property at the time of the acquisition, or . 


(c) permits a person to use or enjoy property of 
the trust for no consideration or for consideration 
less than the fair market value of oN use or 
enjoyment, 


the amount, if any, by which such fair market value 
differs from the consideration or, if there is no con- 
sideration, the amount of the fair market value shall 
be deemed to be an amount received at that time by 
the person out of or under the arrangement that can 
reasonably be considered to have been received in 
respect of an office or employment of a taxpayer. 


Pre-RSC History: Subsec. 56(11) added by 1987, c. 46, subsec. 
15(6), applicable after October 8, 1986. 


(12) [Repealed] 


History: Subsec. 56(12) repealed by 1997, c. 25, subsec. 8(3), ap- 
plicable to amounts received after 1996. Subsec. (12) formerly read: 


(12) Definition of “allowance” — Subject to subsections 
56.1(2) and 60.1(2), for the purposes of paragraphs (1)(b), (c) 
and (c.1) (in this subsection referred to as the “former 
paragraphs”) and 60(b), (c) and (c.1) (in this subsection re- 
ferred to as the “latter paragraphs’), “allowance” does not in- 
clude any amount that is received by a person, referred to in 
the former paragraphs as “the taxpayer” and in the latter 
paragraphs as “the recipient’, unless that person has. discre- 
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tion as to the use of the amount. 


Pre-RSC History: Subsec. 56(12) added by 1988, c. 55, subsec. 
34(6), applicable, with respect to decrees, orders, judgments and 
written agreements made or entered into before March 28, 1986 or 
after 1987, to 1986 et seq., except that, for the 1986 and 1987 taxa- 
tion years, subsec. 56(12) shall be read as follows: 


(12) Subject to subsections 56.1(2) and 60.1(2), for the pur- 
poses of paragraphs (1)(b), (c) and (c.1), “allowance” does 
not include any amount that is received by a person referred 
to in those paragraphs as “the taxpayer” unless that person 
has discretion as to the use of the amount. 


interpretation Bulletins: IT-118R3: Alimony and maintenance. 


Definitions [s. 56]: “allowance” — 56(12); “amount” — 248(1); 
“anniversary day” — 12.2(11), 56(1.1); “annuity” — 248(1); “arm’s 
length” — 251(1); “assessment” — 248(1); “beneficially inter- 
ested” — 248(25); “borrowed money”, “business” — 248(1); “Can- 
ada” — 255; “child” —252(1); “child support amount’, “com- 
mencement day” — 56.1(4); “death benefit” — 248(1); “deferred 
profit sharing plan” — 147(1), 248(1); “employee benefit. plan’, 
“employment”, “foreign retirement arrangement” — 248(1); “‘in- 
come for the year” — 56(9); “income-averaging annuity con- 
tract” — 61(4), 248(1); “individual”, “insurer” — 248(1); “mar- 
riage” — 252(4)(b); “married” — 252(4)(c); “office” — 248(1); 
“parent” — 252(2); “person”, “personal or living expenses”, “pre- 
scribed”, “property” — 248(1); “received” — 248(7); “registered 
education savings plan” — 146.1(1), 248(1); “registered retirement 
income fund” — 146.3(1), 248(1); “registered retirement) savings 
plan” — 146(1), 248(1); “regulation” — 248(1);: “related” — 
251(2); “resident. in Canada” — 250; “retirement compensation ar- 
rangement”, “retiring allowance’, “salary deferral arrangement” — 
248(1); “spouse” — 252(4); “superannuation or pension benefit” — 
248(1); “supplementary unemployment benefit plan” — 145(1), 
248(1); “support amount” — 56.1(4); “taxation year” — 249; “‘tax- 
payer” — 248(1); “trust” — 104(1), 248(1), (3); “writing” — Inter- 
pretation Act 35(1). 


Interpretation Bulletins [s. 56]: IT-495R2: Child care expenises; 
IT- oT. Personal tax credits. 


” 66. 


56.1 (1) Support — For the purposes of paragraph 
56(1)(b) and subsection 118(5), where an order or 
agreement, or any variation thereof, provides for the 
payment of an amount to a taxpayer or for the bene- 
fit of the taxpayer, children in the taxpayer’s custody 
or both the taxpayer and those children, the amount 
or any part thereof 


(a) when payable, is deemed to be payable to and 
receivable by the taxpayer; and 


(b) when paid, is deemed to have been paid to 
and received by the taxpayer. 


History: Subsec. 56.1(1) amended by 1997, c. 25, subsec.,9(1), ap- 
plicable to amounts received after 1996. Subsec. (1) formerly read: 


56.1 (1) Maintenance — Where a decree, order, judgment or 
written agreement described in paragraph 56(1)(b) or (c), or 
any variation thereof, provides for the periodic payment of an 
amount 


(a) to a taxpayer by a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(11) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
province, an individual of the opposite sex who is the 
natural parent of a child of the taxpayer, or 


(b) for the benefit of the taxpayer, children in the custody 
of the taxpayer.or both the taxpayer and those children, 
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the amount or any part thereof, when paid; shall be deemed 
for the purposes of paragraphs 56(1)(b) and (c) to have been 
paid to and received by the taxpayer. | 


Subsec. 56.1(1) substituted by 1994, ¢.)7,. Sch. VII (1993, c. 24), s. 
18, applicable (by subsec. 18(2), as amended by 1994, c. 21, s. 134) 
to amounts received under a decree, order or judgment made by a 
competent tribunal after 1992 or under a written agreement entered 
into after 1992 other than such a decree, order or judgment, or writ- 
ten agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (1) PORCH tead: ; 


56.1 (1) Where, after May 6, 1974, a decree, ede. judgment 
or written agreement described in paragraph 56(1)(b), (c) or 
(c.1), or any variation thereof, has been made providing for 
the periodic payment of an amount / 


(a) to a taxpayer by a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(ii) where the amount is paid pursuant to an order 
made by a competent tribunal after February 10, 
1988 in accordance with the'laws.of a province, an 
individual of the opposite sex who 


(A) before the date of the order cohabited with 
the taxpayer in a conjugal relationship, or 


(B) is the’ natural iN of a child of the tax- 
payer, or 


(b) for the benefit of the taxpayer, children in the custody 
of the taxpayer or both the taxpayer and those children, 


the amount or any part thereof, when paid, shall be deemed, 
for the purposes of paragraphs 56(1)(b), (c) and (c.1), to have 
been paid to and received by the taxpayer. 


Pre-RSC History: Subsec. 56.1(1) substituted by 1988, c. 55, 
subsec. 35(1), applicable 


(a) in respect of orders made under the laws of Savi to. 1986 
et seq., and 


(b) in any other case, to 1988 et seq., 


except that, with respect to amounts received pursuant to orders 
made after May 6, 1974 under the laws of Ontario, in applying sub- 
paragraph 56.1(1)(a)(ii), the reference therein to “February 10, 
1988” shall be read as a reference to “May 6, 1974”. Subsec. 
56.1(1) formerly read: ; 


56.1 (1) Where, after May 6, 1974, a decree, order, judgment 
or written agreement described in paragraph 56(1)(b), (c) or 
(c.1), or any variation thereof, has been made providing for 
the periodic payment of an amount to a taxpayer by a person 
who 1s his spouse, former spouse or, where the amount was 
paid pursuant to an order made in accordance with the laws of 
a province, an individual within a prescribed class of persons 
described in the laws of the province, or for the benefit of the 
taxpayer or children in the custody of the taxpayer, the 
amount or any part thereof, when paid, shall be deemed, for 
the purposes of paragraphs 56(1)(b), (c) and (c.1), to have 
been paid to and received by the taxpayer if, at the time the 
amount was paid and throughout the remainder of the year in 
which the amount was paid, the taxpayer was living apart 
from that person. | 


Subsec. 56.1(1) substituted for s. 56.1 by 1984, c. 45, 's. 17, applica- 
ble in respect of payments made after 1983. S. 56.1 formerly read: 


56.1 Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 56(1)(b), (c) or 
(c.1), or any variation thereof, has been made providing for 
the periodic payment of an amount to the taxpayer by a per- 
son who is his spouse, former spouse or an individual within 
a prescribed class of persons described in the laws of a prov- 
ince, or for the benefit of the taxpayer or children in the cus- 
tody of the taxpayer, the amount or any part thereof, when 


S. 56.1(2) 


paid, shall be deemed,,.for,the purposes of. paragraphs. 
56(1)(b), (c) and (c.1), to have been paid to and received by 
the taxpayer if, at the time the amount was paid and through- — 
out the remainder of the year in which the amount was paid, 
the taxpayer was living apart from the person. 


(2): Agreement — For. the purposes of section 56, 
this section and subsection 118(5), the amount deter- 
mined by the formula 


| i 
where 


A. is the total. of. all amounts each of which is an 
amount (other than an amount that is otherwise a 
support amount) that became payable by a person 
in a taxation year, under an order of a competent 
tribunal or under a written agreement, in respect 

of an expense (other than an expenditure in re- 
spect of a self-contained domestic establishment 
in which the. person: resides or an expenditure for 
the acquisition of tangible property that is not an 
expenditure on.account of a medical or education 
expense or in respect of the acquisition, improve- 
ment or maintenance of a self-contained domestic 
establishment in which the taxpayer described in 
paragraph (a) or (b) resides) incurred in the year 
or the preceding taxation. year for the mainte- 
nance of a taxpayer, children in the taxpayer’s 
custody or both the taxpayer and those children, 
‘where the taxpayer is 


(a) the person’s spouse or former spouse, or 


-(b) where the amount became payable under 

an order made: bya competent tribunal in ac- 
cordance with the laws of a province, an indi- 

_vidual who is the parent of a child of whom 
the person is a natural parent, 


and 4 
B is the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount included in the total determined for A 
in respect of the acquisition or improvement 
of a self-contained domestic establishment in 
which the taxpayer resides, including any pay- 
ment of principal or interest in respect of a 
loan made or indebtedness incurred to fi- 
nance, in any manner whatever, such’ acquisi- 
tion or improvement 


exceeds 


(b) the total of all amounts each of which is an 
amount equal to.//s of the original principal 
amount of a loan or indebtedness described in 
paragraph (a), 
is, where the order or written agreement, as the case 
may be, provides that this subsection:and: subsection 
60.1(2) shall apply to: any amount paid or payable 
thereunder, deemed to be an amount payable to and 
receivable by the taxpayer asan allowance on a peri- 
odic. basis, and the taxpayer is deemed to have dis- 
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made by a competent tribunal after February ‘10, 
1988 in accordance with the laws of a province, an 
individual of the opposite sex who 


(A) before the date of the order cohabited with 
the person’in.a conjugal relationship, or 


cretion as to the use of that amount. 


History: The portion of subsec. 56.1(2) preceding the formula, the 
description of A, and the closing words of subsec. (2), amended by 
1997, c. 25, subsecs. 9(2)-(4), applicable to amounts received after 
1996. Those portions formerly read: 


(2) For the purposes of paragraphs 56(1)(b) and (c), the.’ 


amount determined by the formula 


A is the total of all amounts each of which is an amount 
(other than an amount to which paragraph 56(1)(b) or (c) 
otherwise applies) paid by a person in a taxation year, 
under a decree, order or judgment of a competent tribunal 
or under a written agreement, in respect of an expense 
(other than an expenditure in respect of a self-contained 
domestic establishment in which the person resides or an 
expenditure for the acquisition of tangible property that is 
not an expenditure on account of a medical or education 
expense or in respect of the acquisition, improvement or 
maintenance of a self-contained domestic establishment 
in which the taxpayer described in paragraph (a) or (b) 
resides) incurred in the year or the preceding taxation 
year for the maintenance of a taxpayer who is 


(a) that person’s spouse or former spouse, or 


(b) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
province, an individual of the opposite sex who is the 
natural parent of a child of the person, 


or for the maintenance of children in the taxpayer’s cus- 
tody or both the taxpayer and those children if, at the 
time the expense was incurred and throughout the re- 
mainder of the year, the taxpayer was living separate and 
apart from that person, and 


shall, where the decree, order, judgment or written agree- 
ment, as the case may be, provides that this subsection and 
subsection 60.1(2) shall apply to any payment made thereun- 
der, be deemed to be an amount paid by that person and re- 
ceived by the taxpayer as an allowance payable on a periodic 
basis. 


(B) is the natural parent of a child of the person, 


or for the maintenance of children in the taxpayer’s cus- 
tody or both the taxpayer and those children if, at the 
time the expense was incurred and throughout the re- 
mainder of the year, the taxpayer was living apart from 
that person ro 


exceeds 
(b) the amount, if any, by which 


(i) the total. of all amounts each of which is an 
amount included in the total determined under para- 
graph (a) in respect of the acquisition or improve- 
ment of a self-contained domestic establishment in 
which the taxpayer resides, including any payment of 
principal or interest in respect of a loan made or in- 
debtedness incurred to finance, in any manner 
whatever, such acquisition or improvement 


exceeds: 


(ii) the total of all amounts each of which is an 
amount equal to '/s of the original principal amount 
of a loan or indebtedness described in subparagraph 
(i) 
shall, where the decree, order, judgment or written agree- 
ment, as the case may be, provides that this subsection and 
subsection 60.1(2) shall apply to any payment made pursuant 
thereto, be deemed to be an amount paid by that person and 
received by the taxpayer as an allowance payable on a peri- 
odic basis. 


Pre-RSC History: Para. 56.1(2)(a) substituted by 1988, c. 55, 
subsec. 35(2), applicable 


(a) in respect of orders made under the laws of Ontario, to 1986 
et seq., and 


(b) in any other case, to 1988 et seg. 


Para. (a) formerly read: 


(a) the aggregate of all amounts each of which is an amount 
(other than an amount to which paragraph 56(1)(b), (c) or 
(c.1) otherwise applies) paid by a person in a taxation year, 
pursuant to a decree, order or judgment of a competent tribu- 
nal or pursuant to a written agreement, in respect of an ex-_ 
pense (other than an expenditure in respect of a self-contained 
domestic establishment of the person or an expenditure for 
the acquisition of tangible property that is not an expenditure 
on account of a medical or educational expense or in respect 
of the acquisition, improvement or maintenance of an owner- 


Subsec. 56.1(2) substituted by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
18, applicable (by subsec. 18(2), as amended by 1994, c. 21, s. 134) 
to amounts received under a decree, order or judgment made by a 
competent tribunal after 1992 or under a written agreement entered 
into after 1992 other than such a decree, order or judgment, or writ- 
ten agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (2) formerly read: 


(2) For the purposes of paragraphs 56(1)(b), (c) and (c.1), the 
amount, if any, by which 


(a) the total of all amounts each of which is an amount 
(other than an amount to which paragraph 56(1)(b), (c) or 
(c.1) otherwise applies) paid by a person in a taxation 


occupied home of a taxpayer described in subparagraph (i) or 
(ii)) incurred in the year or the immediately preceding taxa- 
tion year for maintenance of a taxpayer who is 


year, pursuant to a decree, order or judgment of a compe- 
tent tribunal or pursuant to a written agreement, in re- 
spect of an expense (other than an expenditure in respect 
of a self-contained domestic establishment in which the 
person resides or an expenditure for the acquisition of 
tangible property that is not an expenditure‘on account of 
a medical or educational expense or in respect of the ac- 
quisition, improvement or maintenance of a self-con- 
tained domestic establishment in which the taxpayer de- 
scribed in subparagraph (1) or (ii) resides) incurred in the 
year or the immediately preceding taxation year for 
maintenance of a taxpayer who is 


(i) that person’s spouse or former spouse, or 


(ii) where the amount was paid pursuant to an order made 
in accordance with the laws of a province, an individual 
within a prescribed class of persons described in the laws 
of the province, 


or for the maintenance of children of the taxpayer in the tax- 
payer’s custody, or both the taxpayer and such children, if at 
the time the expense was incurred and throughout the remain- 
der of the year, the taxpayer was living apart from that person 


Subpara. 56.1(2)(b)(i) amended by 1988, c. 55, subsec. 35(3), to 
substitute “a self-contained domestic establishment in which the 
taxpayer resides” for “an owner-occupied:home of the taxpayer”. 


Subsec. 56.1(2) added by 1984, c. 45, s. 17, applicable in respect of 


(i) that person’s spouse or-former spouse, or 


(ii) where the amount is paid pursuant to an order 
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payments made after 1993. 


Selected Cases: Larsson v. Canada; [1996] 3 C.T.C. 2430(TCC) 
(Inclusion/deduction process should be favoured in ambiguous or 
doubtful cases). 


(3) Prior payments — For the purposes of this: 


section and section 56, where a written agreement or 
order of a competent tribunal made ‘at any time in a 


taxation year provides that an amount’ received’ 


before that time and in the year or the preceding tax- 


ation year is to be considered‘ to have been paid and 


received thereunder, 


(a) the amount is deemed to have been seule 


thereunder; and 


(b) the agreement or order is deemed, except ee 
the purpose of this subsection, to have been made 
on the day on which the first such amount was 
received, except that, where the agreement or or- 


der is made after April 1997 and varies a child 


support amount payable to the recipient from the 
last such amount received by the recipient before 
May 1997, each varied amount of child support 
received under the agreement or order is deemed 
to have been receivable under an agreement or 
order the commencement day of which is the day 

_on which the first payment of the varied amount 
is required to be made. 


History: Subsec: 56.1(3) amended by 1997, Cp 2ds thee 9(5),, ap-) 


plicable to amounts received after 1996. Subsec. (3). formerly read: 


(3) For the purposes’ of this section and section 56, where a 
decree, order or judgment of a competent tribunal or.a written 


agreement made at any time in a taxation year provides that | 


-an amount received before that time and in the year or the’ 
preceding taxation year is to be considered to have been paid 
and received thereunder, the amount shall be deemed to have 
been received thereunder. 


Subsec. 56.'1(3) substituted by 1994; c..7, Sch. Vill (A998t oF 24), S. 
18, applicable (by subsec. 18(2), as amended by 1994, c. 21, .s..134), 
to amounts received under a decree, order or judgment.made by a 
competent tribunal after 1992 or under a written agreement entered 
into after 1992 other than such a decree, order or judgment or writ- 
ten agreement made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (3) formerly read: 


(3) For the purposes of this section and section 56, where a 

decree, order or judgment of a competent tribunal or a written 
agreement made at any time ina taxation. year provides. that 
an amount received before that time and in the year or the 
immediately preceding taxation year is to be considered as 
having been paid and received pursuant thereto, the following 
rules apply: 


(a) the ‘amount shall be Geemed to have been received 
pursuant thereto; and 


(b) the person who made the payment;shall be deemed to 

have been separated pursuant to a.divorce, judicial sepa- 

ration or written separation agreement from that person’s 

spouse or former spouse at the time the payment was 

made and throughout the remainder of the year. 
Pre-RSC History: Subsec. 56.1(3) added by 1984, c. 45, s. 17, 
applicable in respect of payments made after 1983. 


(4) Definitions — The definitions in: this, subsec- 
tion apply in this section and section 56. 


“child support amount” means any support amount 


S. 56.1(4) sup 


that is not identified in the agreement or order under 
which it is receivable as being solely for the support 
of a recipient who is ‘a spouse or former spouse of 
the payer or who is a parent of a child of whom the 
payer is a natural parent. 


Related Provisions: 60.1(4) — Definition applies to sections 60 


and 60.1. 


“commencement day” at any time of an agreement 


or order means 


(a) where the agreement or order is made after 
April 1997, the. day it is made; and 


(b) where the agreement or order is made before 
May 1997, the day, if any, that is after April 1997 
and is the earliest of 


(i) the day specified as the commencement 

_ day of the agreement or order by the payer 
and recipient under the agreement or order in 
a joint election filed with the Minister in pre- 
scribed form and manner, 


(ii) where the agreement or order is varied af- 
ter April 1997 to change the child ‘support 
amounts payable to the recipient, the day on 
which the first payment of the varied amount 
is required to be made, 


(iii) where a subsequent agreement or order is 
made after April 1997, the effect of which is 
to change the total child support amounts pay- 
able to the recipient, by, the payer, the com- 
mencement day of the first such aibgeQuent 
agreement’or order, and 


(iv) the day specified in the agreement or or- 
der, or any variation thereof, as the com- 
mencement day of the agreement or order nae 
the purposes of this Act. 


Related Provisions: 60.1(4) — Definition applies to sections 60 
and 60.1. 


“support amount” means an amount payable or re- 
ceivable as an allowance on a periodic basis for the 
maintenance of the recipient, children of the recipi- 


| ent 6r both the recipient and children of the recipient, 


if the recipient has discretion as to the use of the 
amount, and, 


(a) the recipient is the spouse or former spouse of 
the payer, the recipient and payer are living sepa- 
rate and apart because of the breakdown of their 

-gnarriage and the amount is receivable under an 
order of a competent tribunal or under a written 
agreement; or 


(b) the payer is a ira parent of a child of the 
recipient and the amount is receivable under an 
order made by a competent tribunal in accor- 
dance with the laws of a province. 

Related Provisions: 60.1(4) — Definition applies to sections 60 


and 60.1; 118(5) — No personal credit in respect of person to whom 
support. amount payable; 248(1)“exempt income” — Support 


STF. 


S. 56.1(4) sup 


amount is not exempt income. 


History: Subsec. 56.1(4) added by 1997, c. 25, subsec. 9(6), appli- 
cable after 1996, except that a support amount, as defined in the 
subsec., does. not include an amount that if paid and received would, 
but for this Act, not be included in computing the income of the 
recipient of the amount. 


Pre-RSC History: Former subsec. 56.1(4) repealed by 1988, c. 55, 
subsec. 35(4). Subsec. 56.1(4) formerly read: 


(4) Definitions — For the purposes of this. subsection and 
subsections (2) and 60.1(2), 


(a) “owner-occupied home” — “owner-occupied home” 
of a taxpayer means a housing unit or a share of the capi- 
tal stock of a cooperative housing corporation owned, 
whether jointly with another person or otherwise, in a 
taxation year by the taxpayer, if the housing unit was, or 
if the share was acquired for the sole purpose of acquir- 
ing the right to inhabit a housing unit owned by the cor- 
poration that was, inhabited by the taxpayer at any time 
in the year; and 


(b) “housing unit” — “housing unit” includes the land 
subjacent to the housing unit and such portion of any im- 
mediately contiguous land as may reasonably be regarded 
as contributing to the taxpayer’s use and enjoyment of 
the housing unit as a residence. 


Subsec. 56.1(4) added by 1988, c. 45, s. 17, applables in respect of 
payments made after 1983. 


Forms: T1157: Election for child support payments; T1158: Regis- 
tration of family support payments. 


Related Provisions [s. 56.1]: 60.1 — Maintenance payments; 
252(3), (4) — Extended meaning of “spouse” and “former spouse”. 


Pre-RSC History [s. 56.1]: S. 56.1 substituted by 1980-81-82-83, 
c. 140, s. 27, applicable with respect to payments made (a) in the 
case of an order made after December 11, 1979, after that date; and 
(b) in any other case. where the taxpayer and the person required to 
make the payment agree in writing at any time in a taxation year, in 
the year and subsequent taxation years. 


S. 56.1 substituted by 1980-81-82-83, c. 48, s. 26, applicable with 
respect to payments made (a) in the case of an order made after 
December 11, 1979, after that date; and (b) in any other. case where 
the payor and the taxpayer agree in writing at any time in a taxation 
year, in the year and subsequent taxation years. S. 56.1 formerly 
read: 


56.1 Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 56(1)(b) or (c), or 
any variation thereof, has been made providing for the peri- 

-odic payment of an amount to the taxpayer by his spouse or 
former spouse or for the benefit of the taxpayer or children of 
the marriage in the custody of the taxpayer, the amount or 
any part thereof, when paid, shall be deemed to have been 
paid to and received by the taxpayer if the taxpayer was liv- 
ing apart from the spouse or former spouse at the time the 
amount was paid and throughout the remainder of the year in 
which the amount was paid. 


S. 56.1 added by 1974-75, c. 26, s. 28, applicable in respect of 
amounts paid after May 6, 1974. 


Definitions [s. 56.1]: “amount” — 248(1); “child” —252(1); 
“child support amount”, “commencement day” — 56.1(4); “corpo- 
ration” — 248(1), ‘Interpretation Act 35(1); “employee benefit 
plan” — 248(1); “former spouse”. — 252(3), (4)(a); “individual” — 


248(1); “marriage” — 252(4)(b); “Minister” — 248(1); “parent” — 
252(2); “person”, “prescribed”, “principal amount”, “property” — 
248(1); “province” — Interpretation Act 35(1); “received” — 


248(7); “self-contained domestic establishment”, “‘share” — 248(1); 
“spouse” — 252(3), (4)(a); “superannuation or pension benefit” — 
248(1); “support amount” — 56.1(4); “taxation year” — 249; “tax 
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payer” — 248(1); “written” — Interpretation ‘Act 35(1) [writing]. 


Interpretation Bulletins [s. 56.1]: IT-118R3: Alimony and 
maintenance. 


56.2 Reserve claimed for debt forgiveness — 
There shall be included in computing an individual’s 
income for a taxation year during which the individ- 
ual was not a bankrupt the amount, if any, deducted 
under section 61.2 in computing the individual’s in- 
come for the preceding taxation year. 

History: S. 56.2 added by 1995, c. 21, s. 19, applicable to taxation 
years that end after February 21, 1994. 


Definitions [s. 56.2]: “amount”, 
248(1); “taxation year” — 249. 


“bankrupt”, “individual” — 


56.3 Reserve claimed for debt forgiveness — 
There shall be included in computing a taxpayer’s 
income for a taxation year during which the taxpayer 
was not a bankrupt the amount, if any, deducted 
under section 61.4 in computing the taxpayer’s in- 
come for the preceding taxation year. 

Related Provisions: 61.4(a)B(ii) — Effect on reserve for subse- 
quent year; 87(2)(g) — Amalgamations — carryover of reserve; 


115(1)(a)Gii.21) — Non- resident’s taxable income earned in 
Canada. 


History: S. 56.3 added by 1995, c. 21, s. 19, micah to taxation 
years that end after February 21, 1994. 


Definitions [s. 56.3]: “amount”, “bankrupt” — 
year’ — 249; “taxpayer” — 248(1). 


248(1); “taxation 


57. (1) Certain superannuation or pension 
benefits — Notwithstanding subparagraph 
56(1)(a)(i), there shall be included in computing the 
income of a taxpayer in respect of a payment re- 
ceived by the taxpayer out of or under a superannua- 
tion or pension fund or plan the investment income 
of which has at some time been exempt from taxa- 
tion under the Income War Tax Act by reason of an 
election for such exemption by the trustees or corpo- 
ration administering the fund or plan, only that part 
of the payment that remains after deducting the pro- 
portion thereof 


(a) that the total of the amounts paid by the tax- 
“payer into or under the fund or plan during the 
period when its income was exempt by reason of 
that election is of the total of all amounts paid by 
the taxpayer into or under the fund or plan, or 


(b) that the total of the amounts paid by the tax- 
payer into or under the fund or plan during the 
period when its income was exempt by reason of 
that election together with simple interest on each 
amount so paid from the end of the year of pay- 
ment thereof to the commencement of the super- 
annuation allowance or pension at 3% per annum 
is of the total of all amounts paid by the taxpayer 
into or under the fund or plan together with sim- 
ple interest, computed in the same manner, on 
each amount so paid, 


whichever is the greater. 
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Related Provisions; 57(2)-(4) — Exceptions :and_ limitations; 
212(1)(h)Gv) — Parallel exemption from non-resident withholding 


tax. 
i 


(2) Exception aT This section tides ot apply in re- 


spect of a payment réceived by a taxpayer out of or 


under a superannuation or pension fund or plan if the 
taxpayer made no payment into or under the fund’ or 
plan. 


(3) Limitation — Where: a MSHS to. ee sub- 
section: (1). would’ otherwise be applicable,. is re- 
ceived by a taxpayer out of or under a superannua- 
tion or pension fund or plan in respect of’a period of 
service for part only of which the taxpayer made 
payments into or under the fund or plan, subsection 
(1) 1s applicable ‘only to that part’ of the: payment 
which may reasonably be regarded as having been 
received in respect of the period for which the tax- 
payer made, payments into or under.the fund or plan 
and any part,of the payment which may reasonably 
be regarded. ias having: been received in respect of a 
period for which the: taxpayer made no’ payments 
into or under the fund or plan shall be included in 
computing the taxpayer’s income,for the. year with- 
out any deduction whatever. 


(4) Certain. payments from. pension plan — 
Where a taxpayer, during the period from August 15, 
1944 to December 31;'1945,; made a ‘contribution in 
excess of $300'to or-undera:registered pension plan 
in respect of ‘services rendered by the taxpayer 
before the taxpayer became a contributor, there shall 
be included in computing the taxpayer’s income in 
respect of a! payment received by the taxpayer out of 
or under the plan only that part of the payment that 
remains after deducting the proportion thereof that 
the contribution so made minus $300 is of the total 
of the amounts paid by the eine is to or under the 
plan. bone 

Related: Provisions: 212(1)(h)(iv)- — Pentich benefits — non- 
residents. 


Pre-RSC History: Subsec. 57(4) amended. by 1990, ¢, 35,,s..29, to 
substitute “plan” for “fund or plan” (in three places), applicable af- 
ter 1985. 


(5) Payments to widow, etc. of éentributor | 


Where, in respect ‘of the death of a taxpayer’ who was 


a contributor to or under a superannuation or pension | 


fund or plan described in subsection (1) or (4), a 


payment is received by a person in a taxation ‘year | 


out of or under the fund or plan, there shall be in- 
cluded in computing the income of that person for 
the year in respect thereof only that part of the pay- 
ment that would, if the payment had been received 
by the taxpayer in the year out of or, under the fund 
or plan, have been included: by. virtue of this section 
in computing the income of the taxpayer for the year. 
Definitions [s. 57]: “amount” — 248(1);“‘corporation” — 248(1), 
Interpretation Act 35(1); Tregistaredd pension plan’, “Superannuation 
or persion benefit” — 248(1); “taxation year” — 249; “tax- 
payer” — 248(1). ¥ ED Oa HO 


S. 58(3)(b) 


Interpretation Bulletins [s. 57]: IT-499R: Superannuation or 
pension benefits, 


58. (1) Government annuities and like annui- 


ties — In determining the amount that. shall be in- 
cluded in computing the income of a taxpayer in re- 
spect of: payments’ received: by ‘the taxpayer in‘ ‘a 
taxation year under contracts. entered ‘into: before. 
May 26, 1932 with the Government of Canada or an- 


_nuity contracts like those issued under the) Governy 


ment Annuities Act:entered into before ‘that day with 


_ the government ofa province or a corporation ‘incor- 
_ porated or licensed to carry on\an annuities business 


in Canada, there may be deducted from the. total of 


the payments received the lesser of 


(a). the, total. of the amounts that would Swe ia 
.. $o- received if the contracts had continued in force 
. as they, were immediately before June 25, 1940, 
without the exercise of any option or contractual 
, right to enlarge the annuity by the payment of ad-; 
ditional .sums; or premiums unless those addi- 
tional sums or premiums had been Paid before, 
that day,,and 


(b), $5,000.. 


Related Provisions: 588)coLimitation: Heviagee th bbe 


element. 


(2), Annuities before 1940 —‘In aban the 


amount that shall be included i in computing the in- 


_ come: of,a taxpayer in respect of payments received 


by. the taxpayer in a taxation. year under annuity..con- 


tracts entered into:after May 25, 1932, and before 
_ June 25, 1940, with the Government of Canada or 


annuity contracts like those issued under the Govern- 
ment. Annuities Act entered into during that period 


with the government of a province or a corporation 


incorporated or licensed to carry on an annuities ‘bus- 
iness in Canada, there may be deducted from the to- 


tal ofthe payments. received the lesser of 


““(a) thé total of the amounts that would wive been 
received under the contracts if they had continued 

“in force’as they were immediately before June 25, 

~ 1940, without the exercise of any option or con- 

‘ tractual right to enlarge the annuity by the’ pay- 
ment of additional sums or premiums unless such 
additional sums or premiums had. been, paid 
before. that day, and 


_ (b), $1,200. 


Halatadi )Piavisions: -58(@)-4:limiiations | 48¢ane— Capital 


| element. 


(3) Limitation — Where ‘a taxpayer has: received 
annuity payments in respect of which the taxpayer 
would otherwise be ‘entitled to make’ deductions 
under both subsection '(1) and subsection (2), | 


-@) if the amount deductible under subsection (dd) 
is $1,200 or more, [the taxpayer] may not make a 
_ deduction under subsection, (2); and 


(b) if:the ‘amount deductible under subsection (1) 
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is less than $1,200, the taxpayer may make one 
deduction computed as though subsection (2) ap- 
plied to all contracts entered into before June 25, 
1940. 


Related Provisions: 58(4) — Capital element. 


(4) Capital element — The amount remaining af- 
ter deducting from the total of the annuity payments 
to which this section applies received in a taxation 
year the deductions permitted by subsection (1), (2) 
or (3) shall be deemed to be:the annuity payment in 
respect of which the capital element is deductible 
under paragraph 60(a). 


(5) Spouses — Where a taxpayer and the tax- 
payer’s spouse each received annuity payments in 
respect of which they may deduct amounts under this 
section, the amount deductible shall be computed as 
if their annuities belonged to one person and may be 
deducted by either of them or be apportioned be- 
tween them in such manner as is agreed to by them 
or, in case of disagreement, as the Minister 
determines. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


History: Subsec. 58(5) substituted by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 19, applicable after 1992. Subsec. 58(5) formerly read: 


(5) Husband and wife — Where a husband and wife have 
each received annuity payments in respect of which they. may 
make a deduction under this section, the amount deductible 
shall be computed as if their annuities belonged to one person 
and may be deducted by either of them or apportioned be- 
tween them in such manner as may be agreed by them or, in 
case of disagreement, as the Minister may determine, 


(6) Pension benefits — This section does not ap- 
ply to superannuation or pension benefits received 
out of or under a registered pension plan. 


Pre-RSC History: Subsec. 58(6) amended by 1990, c. 35, s. 29, to 
substitute “plan” for “fund or plan”, applicable after 1985. 


(7) Enlargement of annuity — For the purpose of 
this section, an annuity shall be deemed to have been 
enlarged on or after June 25, 1940, if what is payable 
under the contract has, at any such time, been in- 
creased whether by increasing the amount of each 
periodic payment, by increasing the number of pay- 
ments or otherwise. 


Definitions [s. 58]: “amount”, “annuity”, “business” — 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “Minister”, “reg- 
istered pension plan” — 248(1); “spouse” — 252(4); “superannua- 
tion or pension benefit” — 248(1); “taxation year” — 249; “tax- 
payer” — 248(1). 


59. (1) Consideration for foreign resource 
property — Where a taxpayer has disposed of a 
foreign resource property, the amount, if any, by 
which the taxpayer’s proceeds of disposition there- 
from exceed any outlays or expenses made or in- 
curred by the taxpayer for the purpose of making the 
disposition and that were not otherwise deductible 
for the purposes of this Part shall be included in 
computing the taxpayer’s income for a taxation year 
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to the extent that the proceeds become receivable in 
that year. 


Related Provisions: 72(2) — Election by legal representative 
and transferee re reserves; 87(2)(p)— Consideration for resource 
property disposition; 104(5.2)— Rules for trusts. 


Pre-RSC History: Subsec. 59(1) substituted for former subsecs,.: 
59(1) to (1.2) by 1985, c. 45,,subsec. 24(1), applicable with respect 
to dispositions occurring in taxation years commencing after 1984. 

Subsecs. 59(1) to (1.2) formerly read: 


59. (1) Amount receivable as consideration for 
disposition of resource property — Where a taxpayer has 
disposed of a foreign resource property, the taxpayer’s pro- 
ceeds of disposition therefrom shall be included in computing 
his income for a taxation year to the extent that the proceeds 
become receivable in that year. 


(1.1) Idem — Where.a taxpayer disposes of a Canadian re- 
source property that is a property described in subparagraph 
66(15)(c)(ii), (v)_or (vi) or of any right to (including a right to 
receive proceeds of disposition in respect of a disposition 
thereof) or interest in any such property (other than property 
of a trust), the taxpayer’s proceeds of disposition therefrom 
shall be included in the amount referred to:in clause 
66.2(5)(b)(v)(A) to the extent that the proceeds become 
receivable. 


(1.2) Idem — Where a taxpayer disposes of 


(a) a Canadian resource property that is a property de- 
scribed in subparagraph 66(15)(c)(i), (11) or (iv) or any 
right to (including a right to receive proceeds of disposi- 
tion in respect of a disposition thereof) or interest in any 
such property (other than property of a trust), or 


(b) any right, licence or privilege described in subsection 
83A(Sa) of this Act as it read in its application: tothe 
1971 taxation year, that was acquired by the taxpayer, 
(i) in the case of 
(A) a corporation that is a’principal-business cor- 
- poration within the meaning assigned by subsec- 
tion 66(15) or that was, at the time it acquired 
the property, such a principal-business corpora- 
tion, or — 
(B) an association, partnership or syndicate de- 
scribed in subsection 83A(4) of this Act as it 
read in its application to the 1971 taxation year, — 


before 1972, and 


(ii) in any other case, after April 10, 1962 and before 
LOT? 


under an agreement or other contract or arrangement de- 
scribed therein, 


the taxpayer’s proceeds of disposition therefrom shail be in- 
cluded in the amount referred to in clause 66.4(5)(b)(v)(A) to 
the extent that the proceeds become receivable, 
Subsec. 59(1.1) substituted, subsec. 59(1.2) added by 1980- gL. 82- 
83, c. 48, subsec. 27(1), applicable in respect of dispositions occur- 
ring after December 11, 1979. Subsec. 59(1.1) formerly read: 


59. (1.1) Where a taxpayer disposes of 


(a) a Canadian resource property, or 


~ (b) any right, licence or privilege described in subsection 
83A(Sa) of this Act as it read in its application to the 
1971 taxation year, that was acquired by the taxpayer, 


(i) in the case of - 


(A) a corporation that is a principal-business cor- 
poration within the meaning assigned by subsec- 
tion 66(15) or that was, at the time it acquired 


380 


Subdiv. d — Other Sources of Income 


the property, such a principal-business corpora- 
tion, or 

(B) an association, partnership or syndicate de- 
scribed in subsection’ 83A(4) of this Act as it 
read in its application to the 1971 taxation year, 


before 1972, and 


(11) in any Other case, ae April 10, 1962 and before 
LO7QEH 


under an agreement or other contract or arrangement de- 
scribed therein; 


the taxpayer’s proceeds of disposition therefrom shall be in- 
cluded in the amount referred to in clause 66.2(5)(b)(v)(A) to 
the extent thatthe proceeds become receivable. 


All that portion of subsec. 59(1.1) following para. (b) substituted by 
1979, c..5, s. 16, applicable to 1977: et seq., to, substitute “clause 
66.2(5)(b)(v)(A)” for “subparagraph 66.2(5)(b)(v)”. 

Subsec. 59(1.1) added by 1974-75-76, c. 26, subsec. 29(1), applica- 
ble in respect of dispositions occurring after May 6, 1974. 


Subsec. 59(1) substituted by 1974-75-76, c..26, subsec. 29(1), appli- 
cable in respect of dispositions occurring after May 6, 1974. Subsec. 
59(1) formerly read: 


59. (1) Where in a taxation year a taxpayer disposes of 

(a) a Canadian resource property, 

(b) a foreign resource property, or 

(c) any right, licence or privilege described in subsection 

83A(5a) of this Act as it read in its, application to the 

1971 taxation year, that was acquired by the taxpayer, 

(i) in the case of 

(A) a corporation that is a principal-business cor- 
poration within the meaning assigned by subsec- 
tion '66(15) or that was, at the time it acquired 


the property, such a ‘aida: -business corpora- 
tion; or 


(B) an association, partnership or syndicate de- 
scribed in subsection 83A(4) of this Act as it 
read in its application to the 1971 taxation year, 


before 1972, and 
(ii) in any other case, after April 10, 1962 and before 
1972, | . 
under an agreement or other contract or arrangement de- 
scribed therein, 


the amount receivable by the taxpayer as consideration for the 
disposition thereof shall be included in computing his income 
for the year, notwithstanding that the amount or any. part 
thereof may not be received until a subsequent taxation year. 
Interpretation Bulletins: IT-125R4: Shea of resource 
property. yf 


(2) Deduction under former section 64 in 
preceding year — There shall be included in com- 
puting a taxpayer’s income for a taxation year any 


amount that has been deducted as a reserve under | 


subsection 64(1), (1.1) or (1.2) of the, Income. Tax 
Act, chapter 148 of the Revised Statutes of Canada, 


1952, in computing the taxpayer’s income for the 


immediately preceding taxation year. 


Related Provisions: 66(5) — Dealers; 85(1) — Transfer of prop- 
erty to corporation by shareholder; 85(2) — Transfer of property to 
corporation from partnership; 88 — Winding-up; 115(4) — Non- 
resident’s income earned on Canadian resource property. 

Pre-RSC History: Subsec. 59(2) substituted for former subsecs. 
59(2), (2.1) by 1985, c. 45, subsec. 24(2), applicable to taxation 
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years commencing after 1984. Subsecs. 59(2), (2.1) formerly read: 


~ (2) Amount deducted under s. 64 in preceding year — 
There shall be included in computing a taxpayer’s‘income for 
a taxation year any amount in respect of 


(a) a Canadian resource property, 
(b) a foreign resource property, 
(c) any property described in paragraph (1.2)(b), 


(d) any property described in any of subparagraphs 
66(15)(c)(i) to (vii) that is not property described in para- 
graph (1.2)(b), or 


(e) any property that would be described in any of sub- 
paragraphs 66(15)(c)(i) to (vii) if the references therein to 
“tn Canada” were read as references to “outside Canada”, 


that has been deducted as a reserve under subsection 64(1) in 
computing his income for the immediately preceding taxation 
year. 


(2.1) Idem — There shall be included in computing a tax- 
payer’s income for a taxation year any amount that has been 
deducted as'a reserve under subsection 64(1.1) or (1.2) ‘in 
computing his income for the immediately preceding taxation 
year. 


Paras. 59(2)(c)-(e) substituted by 1980-81-82-83, c. 48, subsec. 
27(2), applicable in respect of dispositions occurring after Decem- 
ber 11, 1979. Paras. 59(2)(c)-(e) formerly read: 


(c) any property described in paragraph (1.1)(b), 


(d) any. property described in any of subparagraphs 
66(15)(c)(i) to (vi) that is not property described in paragraph 
(1.1)(b), or. 
(e) any property. described in any of subparagraphs 
66(15)(c)(4) to (vi) if the references therein:to “in: Canada” 
were read as references to “outside Canada’, 


Subsec. 59(2.1) substituted by 1980-81-82-83, c. 48, subsec. 27(3), 
applicable in respect of dispositions occurring after December 11, 
1979,.to add “or (1.2). 


Subsec. 59(2) substituted by 1974-75-76, c. 26, subsec. 29(2), appli- 
cable in respect of dispositions occurring after May 6, 1974. Subsec. 
59(2) formerly read: 


(2) There shall be included in computing a taxpayer’s income 
for a taxation year any amount in respect of 


(a) a Canadian resource property, 
(b) a foreign resource property, or 


(c) any. property referred to in paragraph (1)(c) or para- 
graph (3)(a) or (b), that has been deducted under section 
64 in computing his income for the immediately preced- 
ing taxation year. Bee 


Subsec. 59(2.1) added by 1974-75-76, c. 26, subsec. 29(2),; applica- 
ble in respect of dispositions occurring after May 6,°1974. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(3), (3.1) [Repealed under former Act] 


Pre-RSC History: Subsecs. 59(3), (3.1) repealed by 1985, c. 45, 
subsec. 24(3), applicable with respect to dispositions occurring in 
taxation years commencing after 1984. Subsecs. 59(3), (3:1) for- 
merly read: 


(3) Disposition of resource property. acquired before 
1972 — Where a taxpayer has made a disposition after 1971 
of property owned, or deemed to have been owned, by him on 
December 31, 1971 and thereafter without interruption until 
the date of disposition and that property would be property 
described in any of subparagraphs 66(15)(c)(i) to (vii) if the 
references therein to “in Canada” were read as references to 


S. 59(3), (3.1) Income Tax Act, Part I, Div. B 


“outside Canada”, the following rules apply: 


(a) the relevant percentage of the taxpayer’s proceeds of 
disposition therefrom shall be included in computing his 
income for a taxation year to the extent that the proceeds 
become receivable in that year, and 


(b) where the taxpayer and the person who acquired the 
property were not dealing with each other at arm’s 
length, for the purposes of this section and sections 64 
and 66, 


(i) the cost to that person of the property shall be 
deemed to be the amount included in the taxpayer’s 
income by virtue of paragraph (a) in. respect of the 
disposition by the taxpayer of the property, and 


(ii) when that person subsequently disposes of the 
property or any right or interest therein, that person 
shall be deemed to have owned the property on De- 
cember 31, 1971 and thereafter without interruption 
until the disposition thereof. 


(3.1) Idem — Where. a taxpayer has made a disposition of 
property owned, or deemed to have been owned, by him on 
December 31, 1971 and thereafter without interruption until 
the date of disposition and that property is property described 
in any of subparagraphs 66(15)(c)(i) to (vii) and is not prop- 
efty described in paragraph (1.2)(b), the following rules 
apply: 
(a) the relevant percentage of the taxpayer’s proceeds of 
disposition therefrom shall be included in the amount re- 
ferred to in clause 66.2(5)(b)(v)(A) to the-extent that the 
proceeds become receivable; and 


(b) where the taxpayer and the person who acquired the 
property were not dealing with each other at arm’s 
length, for the purposes of this section and sections 66 
and 66.2 


(i) the cost to that person of the property shall be 
deemed to be the amount included in the amount re- 
ferred to in paragraph (a) in respect of the disposition 
by the taxpayer of the property, and 


“(ii) when that person subsequently disposes of the 


property or any right or interest therein, that person 
shall be deemed to have owned the property on De- 
cember 31, 1971 and thereafter without interruption 
until the disposition thereof. 


All that portion of subsec. 59(3) preceding para. (a) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 27(4), applicable in re- 
spect of dispositions occurring after December, 11, 1979. That 
portion formerly read: 


(3) Where a taxpayer has made a disposition after 1971 
of property owned, or deemed to have been owned, by 
him on December 31, 1971 and thereafter without in- 
terruption until the daté of disposition that would be 
property described in subparagraphs 66(15)(c)(i) to (vi) 
if the references therein to “in Canada” were. read as 
references to “outside Canada”, the following rules 
apply: 
All that portion of subsec. 59(3.1) preceding, para. (a) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 27(5), applicable in re- 
spect of dispositions occurring after December 11, 1979. That 
portion formerly read: 


(3.1) Where a taxpayer has madea disposition of prop- 
erty owned, or deemed to have been owned, by him on 
December 31; 1971. and thereafter without interruption 
until the date of disposition that is: property described 
in any of subparagraphs 66(15)(c)(i) to (vi) and is not 
property described in paragraph (1. Ow the following 
rules apply: 


Para. 59(3.1)(a) substituted by 1979, c. 5, s. 16, applicable to 
1977 et seq., to substitute “clause 66.2(5)(b)(v)(A)” for “sub- 
paragraph 66.2(5)(b)(v)”. 


Subsec. 59(3.1) added by 1974-75-76, c. 26, subsec. 29(2), 
applicable in respect of dispositions occurring after May 6, 
1974. 


Subsec. 59(3) substituted by 1974-75-76, c. 26, subsec. 29(2), 
applicable in respect of dispositions occurring after May 6, 
1974. Subsec. 59(3) formerly read: 


(3) Where a taxpayer had made a disposition after 1971 
of property owned by him on December 31, 1971 that 


(a) is property described in any of subparagraphs 
66(15)(c)(i) to (vi) and is not property described in 
paragraph (1)(c), or 


(b) would be property described in subparagraphs 
66(15)(c)(i) to (vi) if the references therein to “in 
Canada” were read as references to “outside 
Canada’, 


the following rules apply: 


(c) the relevant percentage of the amount receiva- 
ble by the taxpayer as consideration for the dispo- 
sition thereof shall be included in computing his 
income for his taxation year in which the disposi- 
tion was made, notwithstanding that the amount or 
any part thereof may not be received until a subse- 
quent taxation year; and 


(d) where the taxpayer and the person who ac- 
quired the property were not dealing with each 
other at arm’s length, for the purposes of this sec- 
tion, section 64 and section 66 


(1) the cost to that person of the property shall 
be deemed to be the amount included in the 
- taxpayer’s income by virtue of paragraph (c) 
in respect of the disposition by the taxpayer of 
the property, and 
(ii) when that person subsequently disposes of 
the property or any right or interest therein, the 
amount receivable by that person as considera- 
tion for the disposition shall be deemed to be 
the relevant percentage of the amount actually 
receivable by that person as consideration 
therefor. 


Selected Cases [subsec. 59(3.1)]: De Luca v. MNR, [1991] 2 
C.T.C. 243 (FCA) (Income from payment of balance of purchase 
price on transaction completed prior to 1972 validly assessed in 
year of receipt). 


(3.2) Recovery of exploration and 
development expenses — There shall be in- 
cluded in computing a taxpayer’s income for a taxa- 
tion year 
(a) any amount referred to in eS a 
66(12.4)(b); 
(b) any amount referred to in subsection 66.1(1); 
(c) any amount referred to in subsection 66.2(1); 


(d) any amount referred to in subparagraph 
66(10.4)(b)(ii); and 


(e) any amount referred to in paragraph 
66(10.4)(c). 


Related Provisions: 66(5) — Dealers; 104(5.2) — Rules. for 
trusts; 110.6(1) — “investment income”; 115(1)(a)(iii.1) — Non- 
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resident’s taxable income earned in Canada. 


Pre-RSC History: | Paras. 59(3.2)(d), (e) added By 1984, c. 1, 
subsec. 24(1), applicable after April 19, 1983. 


Subsec. 59(3.2) added by 1974-75-76, c. 26, subsec, 29(2), applica- 
ble in respect of dispositions occurring after May 6, 1974. 


1.T. Application Rules: 29(11)(b)(iv); ee (undeducted 
expenses incurred before 1972). 


Interpretation Bulletins: IT-125R4: SSpOrALians of: resource 
property. 


(3.3) Amounts to be included in income — 
There shall be: included in Compusine a ey $21 
income for a taxation year 


(a) 333% of the total of all amounts, each of. 
which is the stated percentage of _ 


(i) an amount that became receivable by the > 
taxpayer after December 31, 1983 and in ‘the 
year (other than an amount that would have 
been a Canadian oil and gas exploration ex- 
pense if it had been an expense incurred by 
the taxpayer at the time it became receivable), 


(ii) an amount that became receivable by the 
taxpayer after December.31, 1983.and in the 
year that would have been’a Canadian oil and 
gas exploration expense described in para- 
~ graph (c) or (d) of the definition “Canadian 
exploration expense” in subsection 66.1(6) in 
respect of a qualified tertiary oil recovery pro- 
ject if it had been an expense incurred by. the 
' taxpayer at the time it became receivable, or 


(iii) 30% of an amount that became receivable 
by the taxpayer in the year and in 1984 that 
would have been a Canadian: oil and gas ex- 
ploration expense (other than an expense de- 
scribed in paragraph (c) or (d). of, the defini- 
tion “Canadian exploration expense’ .in 
subsection 66.1(6) in respect. of a qualified 
tertiary oil recovery project) incurred in re- 
spect of non-conventional lands if it had been 
an expense incurred by the taxpayer at the 
time it became receivable 


and in respect: of which the consideration given 
by the taxpayer was a property (other than a 
share, depreciable property of a prescribed class 
or a Canadian resource property) or services the 
cost of which may reasonably be regarded as hav- 
ing been an expenditure that was added. in com- 
puting the earned depletion base of the taxpayer 
or in computing the earned depletion base of a 
predecessor where the taxpayer is a successor 
corporation. to’ the predecessor; 


(b) 33'5% of the total of all amounts, each of 
which is the stated percentage of an amount in re- 
spect of a disposition of depreciable, property of a 
prescribed class (other than a disposition of such 
property that had been used by the taxpayer to 
any person with whom the taxpayer was not deal- 
ing at arm’s length) of the taxpayer after Decem- 
ber 11, 1979 and in the year, the capital cost of 
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which was added in computing the earned deple- 


tion base, of the taxpayer; or of. a person with 


whom the taxpayer was not dealing at arm’s 
length or in computing the earned depletion base 
of a predecessor where the taxpayer is a succes- 
sor corporation to the predecessor, that,is equal to 


the lesser of 


4) the progect of disposition of the property, 
and, 


(ii) the capital cost of the siaperty to the tax- 
- payer, the person with whom the taxpayer was 
not dealing at arm’s length or the predecessor, 
‘aS the case may be, computed as if no amount 


' » had been added thereto by virtue of Riese gi le 


21(1)(b) or subsection 21(3); 


“(c) 335% of the total of all amounts, “each of 


which is an amount in respect of a disposition of 
depreciable property of a prescribed class that is 
bituminous sands equipment (other than a dispo- 


‘sition of such property that had been used by the 


taxpayer to’ any person with whom the: taxpayer 
was not dealing at arm’s length) of the taxpayer 
after December’ 11,°1979 and before 1990 and in 
the year,:the capital cost of which was added. in 


“ computing the supplementary depletion base’ of 


the taxpayer or of a person with whom the tax- 
payer was not dealing at arm’s length or in com- 
puting the supplementary depletion base ‘of a 


-predecessor where the taxpayer is a successor 


corporation to the predecessor, that is equal to the 


“lesser -of 


(i) the co of disposition of the property, 
“and 


(ii) the capital cost of the property to the tax- 
payer, the person with whom the taxpayer was 
not. dealing at. arm’s length or the.predecessor, 
as, the case may be, computed as if no amount 
had been. added thereto by virtue.of paragraph 
21(1)(b) or subsection 21(3); 


-@d) 50% of the total of all amounts, each of which 


is an amount in respect of a disposition of depre- 
ciable-property of a prescribed class that is en- 
hanced recovery equipment (other than a:disposi- 
tion of such property that had. been used by the 
taxpayer to any person with: whom the taxpayer 


‘was not dealing at arm’s length) of the taxpayer 
‘after December 11, 1979 and before 1990 and in 


the year, the capital cost of which was added in 
computing the supplementary depletion base of 
the.taxpayer or of,a person with whom. the tax- 
payer was not dealing at arm’s length or in.com- 
puting the supplementary depletion base of a 
predecessor where the taxpayer isa successor 
corporation to the predecessor, that is equal to the 
lesser of 


(1) the proceeds of disposition of the property, 
_ and 


i “ (ii) the capital cost of the property to the tax- 
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payer, the person with whom the taxpayer was 
not dealing at arm’s length or the predecessor, 
as the case may be, computed as if no amount 
had been added thereto by virtue of paragraph 
21(1)(b) or subsection 21(3); 


(e) 6673% of the total of all amounts, each of 
which is an amount that became receivable by the 
taxpayer after December 11, 1979 and before 
1990 and in the year and in respect of which the 
consideration given by the taxpayer was a prop- 
erty (other than a share or a Canadian resource 
property) or services the cost of which may rea- 
sonably be regarded as having been an expendi- 
ture in connection with an oil or gas well in re- 
spect of which an amount was included in 
computing the taxpayer’s frontier exploration 
base or in computing the frontier exploration base 
of a predecessor where the taxpayer is a succes- 
sor corporation to the predecessor; and 


(f) 33'3% of the total of all amounts, each of 
which is the stated percentage of an amount that 
became receivable by the taxpayer after April 19, 
1983 and in the year and in respect of which the 
consideration given by the taxpayer was a prop- 
erty (other than a share, depreciable property of a 
prescribed class or a Canadian resource property) 
or services the cost of which may reasonably be 
regarded as having been an expenditure that was 
included in computing the mining exploration de- 
pletion base of the taxpayer or in computing the 
mining exploration depletion base of a specified 
predecessor of the taxpayer. 


Related Provisions: 66(5) — Dealers; 66.1(2) — Deduction for 
principal business corporation; 87(1.2) — Amalgamation — contin- 
uing corporation; 88(1.5) — Winding-up — Parent deemed continu- 
ation of subsidiary. 


Pre-RSC History: That portion of para. 59(3:3)(a) and of (3.3)(b) 
preceding subpara. (i) of each amended to add “the stated percent- 
age of”; that portion of para. (3.3)(a) following subpara. (iii) substi- 
tuted; that portion of para. (3.3)(c) and of (3.3)(d) preceding sub- 
para. (i) of each, and para. (3.3)(e) amended to substitute “after 
December 11, 1979 and before 1990” for “after December 11, 
1979” and para. (3.3)(f) substituted by 1988, c. 55, subsecs. 36(1) to 
(6), applicable to 1988 et seg. The substituted peros of para. 
59(3.3)(a) and para. 59(3.3)(f) formerly read: 


and in respect of which the consideration given by the tax- 
payer was a property (other than a property disposed of by the 
taxpayer to any person with whom he was not dealing at 
arm’s length, a share, depreciable property of a prescribed 
class or a Canadian resource property) or services the cost of 
which may reasonably be regarded as having been an expen- 
diture that was added in computing the earned depletion base 
of the taxpayer or of a person with whom he was not dealing 
at arm’s length or in computing the earned depletion base of a 
predecessor where the taxpayer is a successor corporation to 
the predecessor; 


(f) 33'3% of the aggregate of all amounts, each of which is an 
amount that became receivable by the taxpayer after April 19, 
1983 and in the year and in respect of which the consideration 
given by the taxpayer was a property (other than a property 
disposed of by the taxpayer to any person with whom he was 
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not dealing at arm’s length, a share, depreciable property of a 
prescribed class or a Canadian resource property) or services 
the cost of which may reasonably be regarded as having been 
an expenditure that was included in computing the mining ex- 
ploration depletion base of the taxpayer or of a person with 
whom he was not dealing at arm’s length or in computing the 
mining exploration depletion base of a specified predecessor 
of the taxpayer. 


All that portion of para. 59(3.3)(a) following subpara. (iii), all that 
portion of paras. 59(3.3)(b), (c) and (d) preceding subpara. (i) of 
each, and para. 59(3.3)(e) amended by 1987, c. 46, subsecs. 16(1) to 
(5), to substitute, in each, “where the taxpayer is a successor corpo- 
ration to the predecessor” for “where the taxpayer is a successor 
corporation or a second successor corporation to the predecessor, as 
the case may be”, applicable to taxation years ending after February 
17-1987: 


Paras. 59(3.3)(a), (e), (f) amended by 1985, c. 45, subsecs. 24(4), 
(5) to substitute, in each, “‘a Canadian resource property” for “a 
property: that would have been a Canadian. resource property if it 
had been acquired by the taxpayer at the time the consideration was 
given”, applicable to taxation years commencing after 1984. 


Paras. 59(3.3)(a) and (f) substituted by 1984, c. 45, subsecs. 18(1), 
(2), applicable to 1984 et seg. as to para. 59(3.3)(a) and after April 
19, 1983 as to para. 59(3.3)(f). Paras. 59(3.3)(a) and (f) formerly 
read: 


(a) 33'% of the aggregate of all amounts, each of which is an 
amount that became receivable by the taxpayer after Decem- 
ber 11, 1979 and in the year and in respect of which the con- 
sideration given by the: taxpayer was a property (other than a 
share, depreciable property of a prescribed class or a property 
that would have been a Canadian resource property if it had 
been acquired by the taxpayer at the time the consideration 
was given) or services the cost-of which to the taxpayer may 
reasonably be regarded as having been an expenditure that 
was added in computing the taxpayer’s earned depletion base 
or in computing the earned depletion base of a predecessor 
where the taxpayer is a successor corporation or a second 
successor corporation to the predecessor, as the case may be; 


(f) 33'3% of the aggregate of all amounts, each of which is an 
amount that became receivable by the taxpayer after April 19, 
1983 and in the year and in respect of which the consideration 
given by the taxpayer was a property (other than a share, de- 
preciable property of a prescribed class or a property that 
would have been a Canadian resource property if it had been _ 
acquired by the taxpayer at the time the consideration was 
given) or services the cost of which to the taxpayer may rea- 
sonably be regarded as having been an expenditure that was 
included in computing the taxpayer’s mining exploration de- 
pletion base or in computing the mining exploration depletion 
base of a specified predecessor of the taxpayer. 


Paras. 59(3.3)(a) to (e) amended by substituting “predecessor” for 
“predecessor corporation” wherever that expression appeared; para. 
59(3.3)(f) added by 1984, c. 1, subsecs. 24(2), (3). The amendments 
to paras. 59(3.3)(a) to (e) are applicable with respect to acquisitions 
of property by a successor corporation from a predecessor after 
April 19, 1983. ' 


Subsec. 59(3.3) added by 1980-81-82-83, c. 48, subsec. 27(6), ap- 
plicable to taxation years ending after December 11, 1979. 


Regulations: 1105 (classes in Schedule II are prescribed), 


(3.4) Definitions — For the purposes of this sub- 
section and subsection (3.3), 


“specified predecessor” of a taxpayer means a per- 
son who is a predecessor of 


(a) the taxpayer, or 
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- (b) a person who isa specified predecessor . the 

taxpayer; 
Pre-RSC History: The definition 
para. 59(3.4)(c). 


Para. 59(3.4)(c) added by 1984, c. 1, subsec. 24(4), applicable to 
acquisitions of property by a successor corporation from a:predeces- 
sor after April 19, 1983. 


“specified predecessor” was 


“stated percentage” means 


(a) in respect of an’ amount described ‘in para- 
graph (3.3)(a) or (f) that became receivable by a 
taxpayer, 
(i) 100% where the amount became receivable 
before July, 1988, 


(ii) 50% where the amount became Lore 
after June, 1988 and before 1990, and 


(iii) 0% where the amount became receivable 
after 1989, and 


(b) in respect of the disposition described in para- 
graph (3:3)(b) of a Reprecidisie property of a tax- 
payer, 
(i) 100%. where the property was disposed Bf 
before July, 1988, 


(ii) 50% where the property was disposed of 
after June, 1988 and before 1990, and — 


(iii), 0% where the propery was disposed of 
after 1989; 
Related Provisions: 59(3.5) — Variation of stated percentage. 
Pre-RSC History: The definition “stated percentage” was para. 
59(3.4)(b). See Table of Concordance. 
Para. 59(3.4)(b) added ha 1988, c. 55, subsec: 36(7), applicable to 
1988 et seq. 


For earlier para. (b), see Liars note at and of subsec. .(3. 4). 


“successor corporation” means a corporation. that 
has at any time after November 7, 1969 acquired, by 
purchase, amalgamation, merger, winding-up or oth- 
erwise (other than pursuant to an amalgamation that 
is described in subsection 87(1.2) or a winding-up to 
which the rules in subsection 88(1) apply), from an- 
other person (in this subsection and subsection (3.3) 
referred to as the “predecessor”) all or substantially 
all of the Canadian resource properties of the prede- 
cessor. in circumstances in which any of subsection 
29(25) of the Income Tax Application Rules and sub- 
sections 66.7(1) and (3) to (5) apply to the 
corporation. 

Pre-RSC History: The definition 
para. 59(3.4)(a). 


Bard. 59(3.4)(a) amended by 1987, c. 46, subsec. 16(6), to substitute 

“in circumstances in which any of subsection 29(25) of the Income 
Tax Application Rules, 1971 and subsections 66.7(1) and (3) to (5) 
apply to the corporation” for “and that, with respect to acquisitions 
of property after November 16, 1978 (except in the case of an amal- 
gamation or a winding-up), has jointly elected, with the predecessor 
under subsection 66.1(4), 66.2(3), or 66.4(3)”, applicable to taxation 
years ending after February 17, 1987. 


Para. 59(3.4)(a) substituted by 1985, c. 45, subsec. 24(6), applicable 
with respect to acquisitions occurring after 1982 except that with 
respect to acquisitions occurring after 1982 and in a taxation year 


“successor corporation”. was 
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commencing before 1985, the reference in para. (a), to “Canadian 
resource properties of the predecessor” shall be read as a reference 
o “property of the predecessor used by him in carrying on in Can- 
ada any of the businesses described in any of subparagraphs 
66(15)(h)(4). to (vil) as were carried on by him”. 


Para. 59(3.4)(a) formerly read: 


(a) “successor corporation” — “successor. corporation” 
means a corporation that has, at any time after November 7, 
1969, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another person (in this subsection and subsection (3.3) 
referred to, as the “predecessor’’) all or substantially all of the 
property of the predecessor used by him in carrying on in 
Canada any of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii). as were carried on by him, and 
that, with respect to acquisitions of property after November 
16, 1978 (except in the case of an amalgamation ora wind- 
ing-up), has jointly elected with the predecessor under sub- 
section 66:1(4), 66.2(3) or 66.4(3); 


Para. 59(3.4)(a) amended by 1984, c. 1, subsec. 24(4), applicable to 
acquisitions of property by a successor corporation from a predeces- 
sor after April 19, 1983. Para. (a) formerly read: 


(a) “successor. corporation” means. a corporation that has, at 
any time after November 7, 1969, acquired, by purchase or 
otherwise (including an acquisition as a result of an amalga- 
mation described in section 87), from another corporation (in 
this subsection and subsection (3.3) referred to as the “prede- 
cessor corporation”) all or substantially all of the property of 
the predecessor corporation used by it in carrying on in Can- 
ada any of the businesses described in any of subparagraphs 
66(15)(h)@), to (vii) as were carried on by it, and that, with 
respect to acquisitions of property after November 16,. 1978 
(except in the case of an amalgamation or a winding-up), has 
jointly elected with the predecessor corporation under subsec- 
tion 66.1(4). or 66.2(3); and . 


Pre-RSC ‘History [subsec.: 59(3.4)]: Former para. 59(3.4)(b) 
repealed by: 1987, :c. 46, subsec. -16(6), applicable to taxation» years 
ending after February, 17,.1987. Para. 59(3.4)(b) formerly read: 


(b) “second successor corporation” — “second successor 
corporation” means a corporation that has at any time after 
November 7,. 1969 acquired, by purchase, amalgamation, 
merger, winding-up or otherwise (other than pursuant to an 
amalgamation that is described in subsection 87(1.2) or a 
winding-up to which the rules in subsection 88(1) “apply), 
from another corporation (in this paragraph referred to as the 
“first successor corporation”) that was a successor corpora- 
tion, all or substantially all of the Canadian resource proper- 
ties of the first successor corporation and that, with respect to 
acquisitions of property after November 16, 1978 (except in 
the case of an amalgamation or a winding-up), has jointly 
elected with the first successor corporation under subsection 
66.1(5), 66.2(4) or 66.4(4); and 


Para. 59(3.4)(b) substituted by 1985, c. 45, subsec. 24(6), applicable 
with respect to acquisitions occurring after 1982 except that with 
respect’to acquisitions occurring after 1982 and-in a taxation year 
commencing before 1985, the reference in para. (b) to “Canadian 
resource properties of the first successor corporation” shall be read 
as a reference to “property of the first successor corporation used by 
it in carrying on in Canada any of the businesses described in any of 
subparagraphs 66(15)(h)(1) to (vii) as were carried on by it”. Para. 
59(3.4)(b) formerly read: 


(b) “second successor corporation” — “‘second successor 
corporation” means a corporation that has, at any time after 
November 7, 1969, acquired, by purchase or otherwise (in- 
cluding an acquisition as a result of an amalgamation de- 
scribed in section 87), from, another corporation (in this para- 
graph referred to as the “first successor corporation”) that was 
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a successor corporation, all or substantially all of the property 
of the first successor corporation used by it in carrying on in 
Canada any of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it, and that, 
with respect to acquisitions of property after November 16, 
1978 (except in the case of an amalgamation or a winding- 
up), has jointly elected with the first successor corporation 
under subsection 66.1(5), 66.2(4) or 66.4(4); and 


Para. 59(3.4)(b) amended by 1984, c. 1, subsec. 24(4), applicable to 
acquisitions of property by a successor corporation from a predeces- 
sor after April 19, 1983. Para. (b) formerly read: 
(b) “second successor corporation” means a corporation that 
has, at any time after November 7, 1969, acquired, by 
purchase or otherwise (including an acquisition as a result of 
an amalgamation described in section 87), from another cor- 
poration (in this paragraph referred to as the “first successor 
corporation”) that was a successor corporation, all or substan- 
tially all of the property of the first successor corporation 
used by it in carrying on in Canada any of the businesses de- 
scribed in any of subparagraphs 66(15)(h)(i) to (vii) as were 
carried on by it, and that, with respect to acquisitions of prop- 
erty after November 16, 1978 (except in the case of an amal- 
gamation or a winding-up), has jointly elected with the first 
successor corporation under subsection 66.1(5) or 66.2(4). 
Subsec, 59(3.4) added by 1980-81-82-83, c. 48, subsec. 27(6), ap- 
plicable to taxation years ending after December 11, 1979. 


(3.5) Variation of stated percentage — Not- 
withstanding the definition “stated percentage” in 
subsection (3.4), where 


(a) an amount became receivable by a taxpayer 
within 60 days after the end of 1989 in respect of 
a disposition of property or services, and 


(b) the person to whom the disposition was made 
is a corporation that, before the end of 1989, had 
issued, or had undertaken to issue, a flow-through 
share and the corporation renounces under sub- 
section 66(12.66), effective on December 31, 
1989, an amount in respect of Canadian explora- 
tion expenses that includes an expenditure in re- 
spect of the amount referred to in paragraph (a), 


the stated percentage in respect of the amount de- 
scribed in paragraph (a) shall be 50%. 


Pre-RSC History: Subsec. 59(3.5) added by 1988, c. 55, subsec. 
36(8), applicable to 1988 et seq. 


(4) [Repealed under former Act] 


Pre-RSC History [subsec. 59(4)]: Subsec. 59(4) repealed by 
1985, c. 45, subsec. 24(7), applicable with respect to dispositions 
occurring in taxation years commencing after 1984. Subsec. 59(4) 
formerly read: 


(4) Determination of “relevant percentage” — For the pur- 
poses of this section, the “relevant percentage” of proceeds of 
disposition of property is 60% plus the percentage (not ex- 
ceeding 40%) obtained when 5% is multiplied by the number 
of full calendar years in the period commencing at the end of 
1972 and ending with the end of the calendar year in which 
the disposition was made. 


Subsec. 59(4) substituted by 1974-75-76, c. 26, subsec. 29(2),. appli- 
cable in respect of dispositions occurring after May 6, 1974. Subsec. 
59(4) formerly read: 
(4) For the purposes of paragraphs (3)(c) and (d), the “rele- 
vant percentage” of any amount receivable as consideration 
for the disposition of property is 60% plus the percentage (not 
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exceeding 40%) obtained when 5% is multiplied by the num- 
ber of full calendar years in the period commencing at the end 
of 1972 and ending with the end of the calendar year in which 
the disposition was made. 


(5) Definitions of “disposition” and 
“proceeds of disposition” — In this section, 
“disposition” and “proceeds of disposition” have the 
meanings assigned by section 54, 
Pre-RSC History: Subsec, 59(5) substituted by 1974-75-76, c. 26, 
subsec. 29(2), applicable in respect of dispositions occurring after 
May 6, 1974. Subsec. 59(5) formerly read: 

(5) In this section, “Canadian resource property” and “foreign 

resource property” have the meanings assigned by section 66. 
Interpretation Bulletins: IT-125R4: Dispositions of resource 
property. 


(6) Definitions in regulations under section 
65 — In this section, “bituminous sands equipment’, 
“Canadian oil and gas exploration expense’, “earned 
depletion base’, “enhanced recovery equipment’, 
“frontier exploration base’, “mining exploration de- 
pletion base’, “non-conventional lands”, “qualified 
tertiary oil recoyery project” and “supplementary de- 
pletion base” have the meanings assigned by regula- 
tions made for the purposes of section 65. 

Pre-RSC History: Subsec. 59(6) substituted by 1984, c. 45, sub- 
sec. 18(3), to add “Canadian oil and gas exploration expense”, 
“non-conventional lands” and “qualified tertiary oil recovery pro- 
ject”, applicable after April 19, 1983. 


Subsec. 59(6) substituted by 1984, c. 1, subséc. 24(5), applicable 
after April 19, 1983, to add “mining exploration depletion base”. 


Subsec. 59(6) added by 1980-81-82-83, c. 48, subsec. 27(7), appli- 
cable to taxation years ending after December 11, 1979. 


Regulations [subsec. 59(6)]: Part XII. 


Definitions [s. 59]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian resource property” — 66(15), 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “depreciable 
property” — 13(21), 248(1); “disposition” — 54, 59(5); “flow- 
through share’, “foreign resource property” — 66(15), 248(1); “oil 
or gas well’, “person”, “prescribed” — 248(1); “proceeds of dispo- 
sition” — 54, 59(5); “property”, “share” — 248(1); “specified pred- 
ecessor” — 59(3.4); “stated percentage” — 59(3.4); “successor cor- 
poration” —.59(3.4);. “taxation year” — 249; “taxpayer” — 248(1). 
See also 59(6). 


59.1 Involuntary disposition of resource 
property — Where in a particular taxation year an 
amount is deemed by subsection 44(2) to have be- 
come receivable by a taxpayer as proceeds of dispo- 
sition described in paragraph (d) of the definition 
“proceeds of disposition” in section 54 of any Cana- 
dian resource property and the taxpayer elects, in the 
taxpayer’s return of income under this Part for the 
year, to have this section apply to those proceeds of 
disposition, 
(a) there shall be deducted in computing the tax- 
payer's income for the particular year such 
amount as the taxpayer may claim, not exceeding 
the least of, . 


(1) the total of all those proceeds so becoming 
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receivable in the particular year by the tax- 
payer to. the extent that they have been in- 
cluded in the amount referred to in paragraph 
(a) of the description of F in the definition 
“cumulative Canadian development expense” 
in subsection 66. 2(5)., or in paragraph. (a) of 
the description of F in the definition ‘ ‘cumula- 
tive Canadian oil and gas property expense” 

in subsection 66. -4(5) in respect of the 
_ taxpayer, 


(ii) the amount required to be included in 
“computing the taxpayer’s income for the par- 
ticular year by virtue of payegraee 59(3.2)(c), 
and 


_ (ail) the taxpayer’s income for the particular 
year determined without reference to this 
section; 


(b) the amount, if any, by? which , 
(i) the amount deducted under paragraph (a) 
exceeds 7 


(ii) the total.of.such of the Canadian explora- 
tion expenses, Canadian development ex- 
penses and Canadian oil and gas property ex- 

~ penses made or incurred by the taxpayer in the 
taxpayer’s. ten taxation years immediately fol- 
lowing the particular year as were designated 
by the taxpayer in the taxpayer’s return of in- 
come for the year in which the expense was 
made or incurred, . 


_ Shall be included in computing the taxpayer’s in- 
come for the particular year and, notwithstanding 
subsections 152(4) and (5), such reassessment of 
the taxpayer’s tax, interest or penalties for any 
year shall be made as is necessary to give effect 
to such inclusion; and . 


(c) any Canadian exploration expense, Canadian 
development expense or Canadian oil and gas 
property expense made or incurred by the tax- 
payer and designated in the taxpayer’s return of 
income in accordance with subparagraph. (b)(ii) 
shall (except for the purposes of subsections 
66(12.1), (12.2), (12.3) and (12.5) and for the 
purpose of computing the taxpayer’s earned de- 
pletion base within the meaning assigned by reg- 
ulations made for the purposes of section 65) be 
deemed not to be a Canadian exploration ex- 
pense, a Canadian development expense or a Ca- 
nadian oil and gas property expense, as the case 
may be,.of the taxpayer. 

Related Provisions: 66(18) — Members of partnerships. 

History: That portion of s. 59.1 preceding para. (a) substituted by 

1994, c. 7, Sch. If (1991, c. 49), s. 33, applicable with respect to 


amounts deemed to have become receivable in taxation years begin- 
ning after 1984. That portion formerly read: 


59.1 Involuntary disposition of resource property — 
Where in a particular taxation year an amount is deemed by 
subsection 44(2).to have, become receivable by a taxpayer as 
proceeds of disposition described in paragraph (d) of the defi- 


_ Definitions [s. 59.1]: ° 
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nition “proceeds of disposition” in section 54 of any..property 
described in subsection 59(1.1), (1.2) or (3.1) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
and the taxpayer has filed a return of the taxpayer’s income 
for the year, as required by section 150, in which the taxpayer 
has elected to have this section apply in respect of those pro- 
ceeds of disposition, 


- Pre-RSC History: All that portion of s. 59.1. preceding subpara. 


(a)(ii), subpara. 59.1(b)(ii) and para. 59.1(c) substituted by 1980-8 1- 
82-83, c. 48, subsecs. 28(1)—(3), applicable to taxation years ending 
after December, 11, 1979. That portion, subpara. 59.1(b)(ii) and 
para. 59.1(c) formerly read: 


59.1 Where in a particular taxation year an amount is deemed 
by subsection 44(2) to have become receivable by a taxpayer 
as proceeds of disposition described in subparagraph 
54(h)(Giv) of any property. described in subsection 59(1.1)_ or, 
(3.1) and the taxpayer has filed a. return of his income for the 
year, as required by section 150, in which he has elected to 
have this section apply in respect of such proceeds, of 
disposition, 


(a) there shall be deducted in computing the taxpayer’s 
income for, the particular year such amount as the tax- 
payer may claim, not exceeding the least. of, 


(i) the aggregate of all such proceeds so bécoming 
receivable in the particular year by the taxpayer to 
the extent that they have been included in the amount 
referred to in subparagraph .66.2(5)(b)(v) in respect 
of the taxpayer, 


(ii) the aggregate of such of the Canadian exploration 
expenses and Canadian development expenses made 
or incurred by the taxpayer in his ten taxation years 
immediately following the particular year as were 
designated by the taxpayer in his return of income 
for the year in which the expense was made or 
incurred, 


(c) any Canadian exploration expense or Canadian devel- 
opment expense made or incurred by the taxpayer and 
designated in his return of income in accordance with 
subparagraph (b)(i1) shall (except for the purposes of sub- 
sections 66(12.1); (12.2) and (12.3) and for the purpose 
of computing the taxpayer’s earned depletion base within 
the meaning assigned by regulations made for the pur- 
poses of section 65) be deemed not to be a Canadian ex- 
ploration expense of the taxpayer or a Canadian ‘develop- 
ment expense of the taxpayer, as the case may be. 


S. 59.1 added by 1977-78, c. 1, s. 24, applicable to amounts deemed 
to have become receivable after 1976. 


‘amount” — 248(1); “Canadian develop- 
ment expense” — 66.2(5),, 248(1); “Canadian exploration ex- 
pense” — 66.1(6), 248(1); “Canadian oil and gas property ex- 


| pense” — 66.4(5), 248(1); “Canadian resource property” — 66(15), 
248(1); “Minister”, “property”, “regulations” — 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 59.1]: IT-125R4: re siete of 
resource properties. 
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60. Other deductions — There may be deducted 
in computing a taxpayer’s income for a taxation year 
such of the following amounts as are applicable: 
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(a) capital element of annuity payments — 
the capital element of each annuity payment in- 
cluded by virtue of paragraph 56(1)(d) in com- 
puting the taxpayer’s income for the year, that is 
to say, 


(i) if the annuity was paid under a contract, an 
amount equal to that part of the payment de- 
termined in prescribed manner to have been a 
return of capital, and 


(ii) if the annuity was paid under a will or 
trust, such part of the payment as can be es- 
tablished by the recipient not to have been 
paid out of the income of the estate or trust; 


Related Provisions: 58(4) — Government annuities and like an- 
nuities; 110.6(1) — “investment income”; 147.3(15) — Deemed an- 
nuity on conversion of pension rights before 1997 to annuity con- 
tract commencing after age 69; 148(9)adjusted cost basis”K — 
Reduction in adjusted cost basis. See additional Related provisions 
and Definitions at end of s. 60. 


Pre-RSC History: All that portion of para. 60(a) preceding sub- 
para. (i) substituted by 1980-81-82-83, c. 140, subsec. 28(1), appli- 
cable after December 1, 1982. That portion formerly read: 


(a) the capital element of each annuity payment (other than a 
superannuation or pension benefit, a payment out of or under 
an employee benefit plan, registered retirement savings plan 
or registered retirement income fund, a payment under an in- 
come-averaging annuity contract or a payment of an annuity 
paid or purchased pursuant to a deferred profit sharing plan or 
pursuant to a plan referred to in subsection 147(15) as a “‘re- 
voked plan”) included in computing the taxpayer’s income 
for the year, that is to say, 


All that portion of para. 60(a) preceding subpara. (i) substituted by 
1980-81-82-83, c. 48, subsec. 29(1), applicable with respect to pay- 
ments made after 1979. That portion formerly read: 


(a) the capital element of each annuity payment (other than a 
superannuation or pension benefit, a payment under a regis- 
tered retirement savings plan, a payment under a registered 
retirement income fund, a payment under an income-averag- 
ing annuity contract or a payment of an annuity paid or pur- 
chased pursuant to a deferred profit sharing plan or pursuant 
to a plan referred to in subsection 147(15) as a “revoked 
plan’) included in computing the taxpayer’s income for the 
year, that is to say, 


All that portion of para. 60(a) preceding subpara. (i) substituted by 
1977-78, c. 32, subsec. 12(1),,to add reference to “a payment under 
a registered retirement income fund”. 

All that portion of para. 60(a) preceding subpara. (i) substituted by 
1973-74, c. 30, s. 4, to add “or pursuant to a plan referred to in 
subsection 147(15) as a ‘revoked plan”, applicable with respect to 
any annuity payment received after February 19, 1973. 

Selected Cases [para. 60(a)]: Speerstra v. MNR, [1973] C.T.C. 
179 (FCTD) (Payments to taxpayer under annuity contracts not re- 
funds of capital). 

Regulations: 300 (prescribed manner). 

Interpretation Bulletins: IT-85R2: Health and welfare trusts for 
employees; IT-111R2: Annuities purchased from charitable organi- 
zations; IT-415R2: Deregistration of registered retirement savings 
plans. 


Advance Tax Rulings: ATR-68: Structured settlement. 


(b) support — the total of all amounts each of 
which is an amount determined by the formula 


A -(B+C) 
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where 


A is the total of all amounts each of which is a 
support amount paid after 1996 and before the 
end of the year by the taxpayer to a particular 
person, where the taxpayer and the particular 
person were living separate and apart at the 
time the amount was paid, 


B is the total of all amounts each of which is a 
child support amount that became payable by 
the taxpayer to the particular person under an 
agreement or order on or after its commence- 
ment day and before the end of the year in re- 
spect of a period that began after its com- 
mencement day, and 


C is the total of all amounts each of which is a 
Support amount paid by the taxpayer to the 
particular person after 1996 and deductible in 
computing the taxpayer’s income for a pre- 
ceding taxation year; 


Related Provisions: 4(3) — Deductions applicable; 56(1)(b) — 
Alimony; 56(1)(c) — Maintenance; 56(1)(c.2) — Reimbursement 
of support payments; 56(12) — Allowance must be discretionary; 
56.1(4), 60.1(4) — Definitions of “commencement: day”, “support 
amount” and “child support amount’; 60.1(1), (2) — Payments to 
third parties; 60.1(3) — Payments made before agreement signed or 
court order made; 118(5) — No personal credits.in respect of person 
to whom support paid; 146(1)“earned income”(f) — Amount under 
60(b) reduces RRSP earned income; 212(1)(f) — Withholding tax 
on alimony or maintenance paid to non-resident before May 1997; 
252(3), (4) — Extended meaning of “spouse”, “former spouse” and 
“marriage”; Canada-U.S. Tax Convention Art. X VIII:6— Exemp- 
tions for cross-border alimony and support. See additional Related 
provisions and Definitions at end of s. 60. 


History: Para. 60(b) amended by 1997, c. 25, s. 10, applicable to 
amounts received after 1996. Para. (b) formerly read: 


(b) alimony payments — an amount paid by the taxpayer in 
the year as alimony or other allowance payable on a periodic 
basis for the maintenance of the recipient, children of the re- 
cipient or both the recipient and the children, if the taxpayer, 
because of the breakdown of the taxpayer’s marriage, was 
living separate and apart from the spouse or former spouse to 
whom the taxpayer was required to make the payment at the © 
time the payment was made and throughout the remainder of 
the year and the amount was paid under a decree, order or 
judgment of a competent tribunal or under a written 
agreement; 


Para. 60(b) substituted for paras. (b) and (c) by 1994, c. 7;.Sch. VII 
(1993, c. 24), subsec. 20(1), applicable to amounts received under a 
decree, order or judgment of a competent tribunal or under a written 
agreement, with respect to a breakdown of a marriage Opes af- 
ter 1992. Paras. (b) and (c) formerly read: 


(b) alimony payments — an amount paid by the taxpayer in 
the year, pursuant to a decree, order or judgment of a compe- 
tent tribunal or pursuant to a written agreement, as alimony or 
other allowance payable on a periodic basis for the mainte- = 
nance of the recipient thereof, children of the marriage, or 
both the recipient and children of the marriage, if the taxpayer 
was living apart from, and was separated pursuant to a di- 
vorce, judicial separation or written separation agreement 
from, the taxpayer’s spouse or former spouse to whom the 
taxpayer was required to make the payment at the time the 
payment was made and throughout the remainder of the year; 


(c) maintenance payments — an amount paid by the tax- 
payer in the year, pursuant to an order of a competent tribu- 
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nal, as an allowance payable on a periodic basis for the main- 
tenance of the recipient thereof, children.of the recipient, or 
both the recipient and children of the recipient if, at the time 
the payment was made and throughout the remainder of the 
year, the taxpayer was living apart from the taxpayer’s spouse 
to whom the taxpayer was required to make the payment; 


Pre-RSC History: Para. 60(c) substituted by 1980-81-82-83, c. 
140, subsec, 28(2), applicable with respect to payments ‘made (a) in 
the.case of an order made after December 11, 1979, after that date; 
and .(b) in any other case where the taxpayer and the recipient agree 
in writing at any time in a taxation year, in the year and subsequent 
taxation years. Para. (c) formerly read: 


(c) an amount paid by the taxpayer in the year, Stee to an 
order of a competent tribunal, as an.allowance payable on a 
periodic basis for the maintenance of the recipient thereof, 
children of the recipient, or both the recipient and children of 
the recipient if, at the time the payment was made and 
throughout the remainder of the year, he was living apart 
from the recipient, who was either his spouse or an individual 
described in paragraph 73(1)(d), to: whom he was required to 
make the payment; 


Para. 60(c) amended by 1980-81-82-83, c. 48, subsec. 29(2), appli- 
cable with respect to payments made (a) in the case of an order 
made after December 11, 1979, after that date; and (b) in any other 
case where the taxpayer and the’ recipient agree in writing at any 
time in a taxation year, in the a ‘and subsequent taxation years. 
Para. (c) formerly: read: . 


(c) an amount paid by the taxpayer in the year, pursuant to an 
order of a competent tribunal, as an allowance payable on a 
periodic basis for the maintenance of the recipient thereof, 
children of the marriage, or both the recipient and children of 
the marriage, if he was living apart from his spouse to whom 
he was required to make the payment at the time the payment 
was made and throughout the remainder of the year; 


Selected Cases [para. 60(b)]: Paustian v. Canada, [1995] 1 
C.T.C. 2395 (TCC) (Entitlement to deduction under para. 60(b) dis- 
qualifies deduction under s. 118); Burgess v. MNR, [1991] 1 C.T.C. 
163 (FCTD) (Exchange of solicitors’ letters not “written separation 
agreement”); Caston vy. Canada, [1990] 1 C.T.C. 439 (FCTD); ap- 
pealed to FCA (May 1990), File A-348-90 (Payments pursuant to 
oral agreement and payments made after application adjourned sine 
die not deductible); McKimmon v. The Queen, [1990] 1.C.T.C. 109 
(FCA) (Five annual maintenance payments not deductible; factors 
to be considered); Lariviére v. The Queen, [1989] 1 C.T.C. 297 
(FCA) (Three unequal annual maintenance payments, intended as 
alimentary pension for former spouse, deductible); Gagnon v. The 
Queen, [1986] 1 C.T.C. 410 (SCC) (Payments adjustable according 
to municipal and school taxes constituted an “allowance”); Hanlin 
v. The Queen, [1985] 1 C.T.C.'54 (FCTD) (Monthly and annual 
payments deductible as periodic payments); The Queen v. Taylor 
Estate, [1984] C.T.C..244 (FCTD) (Payments to “spouse or former 
spouse” not deductible where marriage invalid); Ahern v. The 
Queen, [1982] C.T.C. 362 (FCTD) (Payments made for benefit of 
child, nota child of the marriage, not deductible); The Queen v. Do- 
rion, [1981] C.T.C. 136 (FCTD) (Lump sum in consideration for 
waiver of benefits under marriage contract not deductible); Lavoie 
v. The Queen, [1979] C.T.C. 48 (FCTD) (Interest on sum owed to 
taxpayer by province, included in lump sum paid, not deductible); 
Hardtman v. The Queen, [1977] C.T.C. 358 (FCTD) (Maintenance 
payments prior to separation agreement not deductible); The Queen 
v. Guay, [1977] C.T.C. 266 (FCA) (Payments for medical and other 
expenses paid directly to third parties for benefit of former spouse 
and children not deductible); The Queen v. Pascoe, [1975] C.T.C. 
656 (FCA) (Payments of medical and educational expenses on be- 
half of children not “allowance”); A.G. Can. v. Weaver, [1975] 
C.T.C. 646 (FCA) (Payments on account of PASTA and utility 
expenses not “allowance”). 


Regulations: 100(3)(d) (payroll deduction of support reduces 


S.'60(c) 


source withholding). 


Interpretation Bulletins: IT-118R3: Alimony and maintenance; 
IT-325R2: Property transfers after separation, divorce and annul- 
ment; IT-513: Personal tax credits. 


Forms: T1157: Election for child support payments; TI 158; eee 
tration of family support payments. 


(c) [Repealed] 


Related Provisions: 60.001 — Application in ay iitiee See also 
under 60(b) above. . 


History: Para. 60(c) repealed by 1997, c. 25, s. 10, applicable to 
amounts received after 1996. Para. (c) formerly read; 


(c) maintenance — an amount paid by the taxpayer in the 
year as an allowance payable on a periodic basis for the main- 
tenance of the recipient, children of the recipient or both ,the 
recipient and the children, if 


(i) at the time the amount was paid and throughout the 
remainder of the year the taxpayer was living separate 
and apart from the recipient, 


(ii) the taxpayer is the natural parent of a child of the re- 
cipient, and 


(iii) the amount was received under an order made by a 
competent tribunal in accordance with the laws of a 
province; . 


Para: 60(c) substituted for para..(c.1) by 1994, ¢. 7, Sch, VII (1993, 
c. 24), subsec. 20(2), applicable with respect to orders made after 
1992. Para. (c.1) formerly read: 


(c.1) idem — an amount paid by the taxpayer in the -year, 
pursuant to an order made by a competent tribunal in accor- 
dance with the laws of a province, as an allowance payable 
on a periodic basis for the maintenance of the recipient 
thereof, children of the recipient, or age the recipient ‘and 
children of the recipient if 


(i) the order ‘was made 
(A) after February 10, 1988, or 


(B) before February 11, 1988 and the taxpayer and 
the recipient jointly lected 3 in writing before the end 
of the year to have this paragraph and paragraph 
56(1)(c.1) apply with respect to the payment, 


(ii) at the time the payment was made and throughout the 
remainder of the year, the taxpayer was living apart from 
the recipient, and 


(iii) the taxpayer required to pay the amount is an, indi- 
vidual of the opposite sex who 


(A) before the date of the order cohabited with the 
recipient in a conjugal relationship, or 


(B) is the natural parent of a child of the recipient; 


Pre-RSC History: Para. 60(c.1) substituted by 1988, c. 55, subsec. 
37(1), applicable 


(a) with respect to orders made under the laws of Ontario, to 
1986 et seq. (and in applying subpara. (c.1)(i) to such orders 
made after December 11, 1979, the references to “February 10, 
1988” and “February 11, 1988” shall be read as “December 11, 
1979” and “December 12, 1979” respectively); and 


(b) in any other case, to 1988 et seq. 
Para. (c.1) formerly read: 


(c.1) Idem — an amount paid by the taxpayer in the year, 
pursuant to an order made in accordance with the laws of a 
province by a competent tribunal, as an allowance payable on 
a periodic basis for the maintenance of the recipient thereof, 
children’ of the recipient, or both the recipient and children of 
the recipient if, at the time the payment was made and 
throughout the remainder ofthe year, he was living apart 
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from the recipient who was an individual within a prescribed 
class of persons described in the laws of the province; 
Para. 60 (c.1) added by 1980-81-82-83, c. 140, subsec, 28(2), appli- 
cable with respect to payments made (a) in the case of an order 
made after December 11, 1979, after that date; and (b) in any. other 
case where the taxpayer and the recipient agree in writing at any 
time in a taxation year, in the year and subsequent taxation years. 


Selected Cases [para. 60(c)]: MNR v. Hastie, [1974] C.T.C. 
131 (FCTD) (Mortgage payments, made to mortgagee, upon ali- 
mentary allowance for benefit of wife and children deductible). 


Regulations: 100(3)(d) (payroll deduction of support’ reduces 
source withholding). 


Interpretation Bulletins: IT-118R3: Alimony and maintenance; 
IT-325R2: Property transfers after separation, divorce and annul- 
ment; IT-513: Personal tax credits. . 


(c.1) [Repealed] 
History: See under para. 60(c). 


(c.2) repayment of support payments — an 
amount paid by the taxpayer in the year or one of 
the 2 preceding taxation years under a decree, or- 
der or judgment of a competent tribunal as a re- 
payment of an amount included under paragraph 
56(1)(b) or (c), or under paragraph 56(1)(c.1) (as 
it applies, in computing the taxpayer’s income for 
the year or a preceding taxation year, to decrees, 
orders and judgments made before 1993) to the 
extent that it was not so deducted for a preceding 
taxation year; 

Related Provisions: 56(1)(c.2)— Reimbursement of support 


payments; 146(1)‘“earned income’(f) — Amount deducted .under 
60(c.2) reduces RRSP earned income. 


History: Para. 60(c.2) added by 1994, c. 7, Sch; VIII (1993, c. 24), 
subsec. 20(3), applicable to payments made after 1990. 


(d) interest on death duties — an amount 
equal to annual interest accruing within the taxa- 
tion. year in respect of succession dubes; inheri- 
tance taxes or estate taxes; 


Related Provisions: 4(3) — Deductions applicable. See addi- 
tional Related provisions and Definitions at end of s. 60. 


Interpretation Bulletins: IT-203: Interest on death duties. 


(e) [Repealed under former Act] 


Pre-RSC History: Para. 60(e) repealed by 1988, c. 55, subsec. 
37(2), applicable to 1988 et seg. Para. 60(e) formerly read: 


(e) tuition fees — where the taxpayer was during the year a 
student in full-time attendance at a university outside Canada 
in a course leading to a degree, the amount of any fees for his 
tuition paid to the university in respect of a period not ex- 
ceeding 12 months commencing in the year and not included 
in the calculation of a deduction under this subsection for a 
previous year except any such fees 


(i) paid in respect of a course of less than 13 consecutive 
weeks’ duration, 


(ii) paid on his behalf by his employer to the extent that 
the amount thereof exceeds an amount included in his in-: 
come for the year in which such payment was made in 
respect of such payment, or 

(iii) paid on his behalf by the employer of his parent, to 
the extent that the amount thereof is not included in com- 
puting the income of the parent by virtue of subparagraph 
6(1)(b)(ix); 

Subpara. 60(e)(iii) added by 1980-81-82-83, c. 140, subsec. 28(3), 
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applicable to 1982 et seq. 


(f) [Repealed under former Act] 


Pre-RSC History: Para. 60(f) repealed by 1988, .c. 55, subsec. 
37(2), applicable to 1988 et seq: (See s. 118.5.) Para. 60(f) formerly 
read: 


(f) Idem — where the taxpayer was during the year a student 
enrolled at an educational institution in Canada 


(i) that is a university, college or other educational insti- 
tution providing courses at a post-secondary school level, 


(ii) that is a school operated by or on behalf of Her Maj- 
esty in right of Canada or a province, a municipality in 
Canada, or a municipal or public body performing a 
function of government in Canada, 


(ii1) that is a high school or secondary school providing 
courses leading to a secondary school certificate or di- 
ploma that is a requirement for entrance to a college or 
university, or 


(iv) that is certified by the Minister.of Employment and 
Immigration to be an educational institution providing 
courses, other than courses designed for university credit, 
that furnish a person with skills for, or improve a per- 
son’s skills in, an occupation, 


the amount of any fees for his tuition sides to the educational 
institution in respect of;a period not exceeding 12 months 
commencing in the year and not included in the calculation of 
a deduction under this section for a preceding taxation year, if 
such amount exceeds $100 and, in the case of an educational 
institution described in subparagraph (iv), the student is en- 
rolled therein in order to furnish him with skills for, or im- 
prove his skills in, an occupation, except to the extent that 


(v) such amount was paid on his behalf by his employer 
and was not included in-computing his income for. the 
year in which such payment was made, or 


(vi) such amount was included as part of an-allowance 
received by his parent on his behalf from.an-employer 
and was not included in computing the income of his par- 
ent by virtue of subparagraph 6(1)(b)(ix); 


All that portion of para. 60(f) following subpara. (iii) substituted by 
1980-81-82-83, c. 140, subsec. 28(4), pk cate to 1982 et seq. 
That portion formerly read: 


(iv) that is certified by the Minister of Manpower and Im- 
migration to be an educational institution by which 
courses are conducted that provide or improve the quali- 
fications of a person. for employment or for the carrying 
on of a business or profession, 


the amount of any fees for his tuition paid to the educational 
institution in, respect of a period not exceeding 12 months 
commencing in the year and not included in the calculation of 
a deduction under this subsection for a previous year, if such 
amount exceeds $25, but where such amount was paid on his 
behalf by his employer, only the part thereof that does ‘not 
exceed the amount included in his income for the year in 
which such payment was made in respect of such payment; 


(g) [Repealed under former Act] 


Pre-RSC History: Para. 60(g) repealed by 1988, c. 55, subsec. 
dla) abana to 1988 et seg. (See s. 118.5.) Para. 60(g) formerly 
read: 


(g) Idem — Sine the taxpayer resided during the whole of 
the year in Canada near the boundary between Canada and 
the United States of America, if 


(i) he was during the year a student enrolled at an educa- 
tional institution in the United States that is a university, 
college or other educational institution providing courses 
at a post-secondary school level, and 
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(ii) he commuted to that’ educational institution in the 
United States, 


the amount of any fees for his tuition paid to the educational 
institution in respect of a period not exceeding 12 months 
commencing in the year and not included in the calculation of 
a deduction under this section for a preceding taxation year, if 
such amount exceeds $100, except to the extent that 


(iii) such amount was paid on his behalf by his employer 
and was not included in computing his income for the 
year in which such payment was made, or 


(iv) such amount was included as part of an allowance 
received by his» parent on his behalf from an employer 
and was not included in computing the income of the par- 
ent by virtue of subparagraph 6(1)(b)(ix); 


All that portion of para. 60(g) following subpara. (ii) substituted by 
1980-81-82-83, c. 140, subsec: 28(5); applicable to 1982 et seq. 
That portion formerly read: 


the amount of any fees for his tuition paid to the educational 
institution in respect’ of a period not exceeding 12 months 
commencing in the year and not included in the calculation of 
a deduction under this subsection for a previous year, if such 
amount exceeds $25, but where such amount was paid on his 
behalf by his employer, only the part thereof that does not 
exceed the amount included in his. income for the year in 
which such payment was made in respect of such payment; 


(h) [Repealed under former Act] 


Pre-RSC History: Para. 60(h) repealed by 1988, c. 55, subsec. 
37(2), applicable to 1988 et seg. (See s. 118.7.) Para. se formerly 
read: 


(h) Canada Pension Plan contributions — an amount pay- 
able by the taxpayer in respect of self-employed earnings for 
the year as a contribution under the Canada Pension Plan or 
under a provincial pension plan as defined in section 3 of the 
Canada Pension Plan. 


(i) premium or payment under RRSP or 
RRIF — any amount that is deductible under sec- 
tion 146 or subsection 147.3(13.1) in computing 
the income of the taxpayer for the year; 
Related ~ Provisions: 4(3)— Deductions applicable; 
127.52(1)(a) — Limitation on deduction for minimum tax purposes; 
146(S), (5.1), (6), (6.1), (8.2) — RRSP payments and premiums de- 
ductible; 152(6) — Reassessment. See additional Related provisions 
and Definitions at end of s. 60. 
History: Para. 60(i) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 20(4), applicable to'1992 et seq. Para. (i) formerly read: 
(i) premium or payment under RRSP — any amount that 
by virtue of section 146 is deductible in computing the in- 
come of the taxpayer for the taxation year; 


Pre-RSC History: Para. 60(i) substituted by 1977-78,.c. 1, subsec. 
25(1). Para. 60(i) formerly read: 


(i) an amount paid by the taxpayer as a premium under a reg- 
istered retirement savings plan, or as a payment to or under 
such a plan under which his spouse is the annuitant, as per- 
mitted by section 146; 


Para. 60(i) substituted by 1974-75, c. 26, subsec. 30(1), applicable 
to 1974 et seq. Para. 60(1) formerly read: 


(i) premium under registered retirement savings plan — 
an amount paid by the taxpayer as a premium under a regis- 
tered retirement savings plan as permitted by section 146; 


Regulations: 100(3)(c) (payroll deduction of RRSP contribution 
reduces source. withholding). 


Interpretation Bulletins: IT-124R6: Contributions to registered 


S.60(j) 


retirement savings plans. 


G) transfer of superannuation benefits — 
“such part of the total of all amounts each of 
which is 


(i) a superannuation or pension benefit, (other 
than any amount in respect of the benefit that 
is deducted’ in computing the taxable income 
of the taxpayer for a taxation year because of 
subparagraph 110(1)(f)(i) or a benefit that is 
part of a series of periodic payments) payable 
out of or under a-pension plan that is.not a 
registered. pension plan, attributable to: ser- 
vices rendered by the taxpayer or a spouse or 
former spouse of the taxpayer ina period 
~ throughout which that person was not resident 
in’ Canada, and included in computing the in- 
come of the taxpayer for the year because of 
subparagraph 56(1)(a)(), or 


(ii) an eligible amount in respect of the tax- 
payer for the year under section 60.01, sub- 
section 104(27) or (27.1) or paragraph 
 L47(10.2)(d), 3 
as | ? | 
(iii) is designated by the taxpayer in the tax- 
payer’s return of income under this Part for 
the. year, and 


(iv) does not exceed the total of all amounts 
each of which is an amount paid by the tax- 
payer in the year or within 60 days after the 
end of the year 


(A) as a contribution to.or under a regis- 
tered pension-plan for the taxpayer’s bene- 
fit, other than the portion thereof deducti- 
ble under paragraph 8(1)(m) in computing 
the taxpayer’s income for the year, or 


(B) as a premium (within the meaning as- 
signed by subsection 146(1)) under a regis- 
tered retirement Savings plan under which 
the taxpayer is.the annuitant (within the 
“Meaning assigned, by subsection 146(1)), 
other than the portion thereof designated 
for a taxation year for the purposes of par- 


agraph (1), 
to the extent that the amount was not deducted 


in computing the taxpayer’s income for a pre- 
ceding taxation year; 


Related Provisions: 60(j.01) — Transfer of surplus; 60.2(1) — 
Refund of undeducted past service AVCs; 104(27) — Pension bene- 
fits; 104(27.1) — DPSP benefits; 127.52(1)(a) — Limitation on de- 
duction ‘for minimum tax purposes; 146(5)— Amount of RRSP 
premiums’ deductible; 146(6.1) — Recontribution of certain with- 
drawals; 146(8.2) — Amount’ deductible; 147(10) — Amounts re- 
ceived taxable; 146(16)—- RRSP — deduction on transfer of funds; 
147(10.2) —+'Single payment’on retirement etc.; 147(21) — Restric- 
tion re transfers; 147.1(3)(a) — Deemed registration; 147.3 — 
Transfer: from’ RPP; 147.3(12)— Restriction re transfers; 
204:2(1)(b)(i)(A) — Excess amount for a year in respect of RRSP; 
212(1)(h)Gii.1) —'Pension benefits; 252(3), (4) — Extended mean- 
ing of “spouse” and “former spouse”. See additional Related provi- 
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S. 60(j) 
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sions and Definitions at end of s. 60. 


History: Subpara. 60(j)(i) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 20(5), applicable after 1992, Subpara. (j)(i) formerly 


read: 


(i) a superannuation or pension benefit (other than any 
amount in respect of the benefit that is deducted in computing 
the taxable income of the taxpayer for a taxation year by rea- 
son of subparagraph 110(1)(f)(i) or a benefit that is part of a 
series of periodic payments) payable out-of or under a pen- 

- sion plan that is not a registered pension plan, attributable to 
services rendered by the taxpayer or a spouse (in this subpar- 
agraph having the meaning assigned by subsection 146(1.1)) 
or former spouse of the taxpayer in a period throughout 
which that person was not resident in Canada, and included in 
computing the income of the taxpayer for the year by reason 
of subparagraph 56(1)(a)(i), or 


Subpara. 60(j)(ii) amended by 1994, c. 7, Sch. If (1991, c. 49), sub- 
sec. 34(1), to substitute “under section 60.01, subsection 104(27)” 


for “pursuant to subsection 104(27)”, applicable to 1990 et seq. 


Pre-RSC History: Para. 60(j) substituted by 1990, c. 35, subsec. 


5(1), applicable to 1986 et seg. except that 


(a) in its application to the 1986 and 1987 taxation years, para. 


60(j) shall be read as follows: 


(j) such part of the aggregate of all amounts each of 
which is an amount included in computing the income of 
the taxpayer for the year (other than any portion thereof 
deducted by the taxpayer under subsection 60.2(1) in 
computing the taxpayer’s income for the year) by virtue 
of subparagraph 56(1)(a)(i) (where the amount is re- 
ceived out of or under a registered. pension plan or is an 
amount described in subparagraph 6(1)(g)(iii) or clause 
56(1)(a)G)(A) or (B)), or subsection 147(10) as 


(1) is designated by the taxpayer in the taxpayer’s re- 
turn of income under this Part for the year, and 


(11) does not exceed the aggregate of all amounts 
each of which is an amount paid by the taxpayer in 
the year or within 60 days after the end of the year 


(A) as a contribution to or under a registered 
pension plan for the taxpayer’s benefit, other 
than the portion thereof deductible under para- 
graph 8(1)(m) or (m.1) in computing the tax- 
payer’s income for the year, or 


(B) as a premium (within the meaning assigned 
by subsection 146(1)) under a registered retire- 
ment savings plan under which the taxpayer is 
the annuitant (within the meaning assigned by 
subsection 146(1)), other than the portion thereof 
that has been designated for the purposes of par- 
agraph (1), ) 

to the extent that it was not deducted in computing 

the taxpayer’s income for a preceding taxation year; 


(b) in its application to the 1988 taxation year, para. 60(j) shall 
be read as follows: 


(j) such part of the aggregate of all amounts each of 
which is 


(i) an amount received by the taxpayer (other than 
any portion thereof deducted by the taxpayer under 
subsection 60.2(1) in computing the taxpayer’s in- 
come for the year) that cannot reasonably be consid- 
ered to be a payment in respect of the actuarial sur- 
plus under a defined benefit provision (within the 
meaning assigned by subsection 147.1(1)) of a.regis- 
tered pension plan and that is included in computing 
the income of the taxpayer for the year by virtue of 
subparagraph 56(1)(a)(i) (where the amount is re- 
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as 


ceived out of or under a registered pension plan or is 
an amount described in subparagraph 6(1)(g)(i1i) or 
clause 56(1)(a)(i)(A) or (B)) or subsection 147(10), 
or 


(ii) an eligible amount in respect of the taxpayer for 
the year pursuant to subsection 104(27) 


(iii) is designated by the taxpayer in the taxpayer's 
return of income under this Part for the year, and 


(iv) does not exceed the aggregate of all amounts 
each of which is an amount paid by the taxpayer in 
the year or within 60 days after the end of the year 


(A) as a contribution to or under a registered 
pension plan for the taxpayer’s benefit, other 
than the portion thereof deductible under para- 
graph 8(1)(m) or (m.1) in computing the tax- 
payer’s income for the year, or 


(B) as a premium (within the meaning assigned 
by subsection 146(1)) under a registered retire- 
ment savings plan under which the taxpayer is 
the annuitant (within the meaning ,assigned by 
subsection 146(1)), other than the portion thereof 
that has been designated for the purposes of  par- 
agraph (1), 

to the extent that it was not deducted in computing 

the taxpayer’s income for a preceding taxation year; 


(c) in its application to the 1989 taxation year, para. 60(j) shall 
be read as follows: 


(j) such part of the aggregate of all amounts each of 
which is 


as 


(i) an amount received by the taxpayer (other than 
any portion thereof deducted by the taxpayer under 
subsection 60.2(1) in computing the taxpayer’s in- 
come for the year) 


(A) that is part of a series of periodic payments, 
that cannot reasonably be considered to be a pay- 
ment in respect of the actuarial surplus under a 
defined benefit provision (within the meaning 
assigned by subsection 147.1(1)) of a registered 
pension plan, and that is included in computing 
the income of the taxpayer for the year by virtue 
of subparagraph 56(1)(a)(i) (where the amount is 
received out of or under a registered. pension 
plan) or subsection 147(10), or 


(B) that is included in computing the income of | 
the taxpayer for the year by virtue of subpara- 
graph 56(1)(a)(i) (where the amount is described 
in subparagraph 6(1)(g)(iii) or clause 
56(1)(a)(i)(A) or (B)), 
(ii) an eligible amount in respect of the taxpayer for 
the year, pursuant to subsection 104(27) or (27.1) or 
paragraph 147(10.2)(d), or 


(iii) a prescribed amount 


(iv) is designated by the taxpayer in the taxpayer’s 
return of income under this Part for the year, and 


(v).does not exceed the aggregate of all, amounts 
each of which is an amount paid by the taxpayer in 
the year or within 60 days after the end of the year 


(A) as a contribution to or under a registered 
pension plan for the taxpayer’s benefit, other 
than the portion thereof deductible under para- 
graph 8(1)(m) or (m.1) in computing the tax- 
payer’s income for the year, or 
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(B):as a premium (within the meaning assigned 
by subsection 146(1)). under.a registered. retire- 
ment savings plan under which the taxpayer is 
the annuitant (within the meaning assigned by 
‘subsection 146(1)); other than the portion thereof 
~ \that has been designated for the peRnSes of par- 
. agraph (1), 
to the extent that it: was: not abducted in computing 
the ‘taxpayer’s income i a preceding taxation year; 
and -; 


. (d) in its application to the 1990 taxation year, para. 60(j) shall 


be read as though 


(i) the reference therein to “paragraph 8(1)(m)” were a ref- 


erence to “paragraph 8(1)(m) or (m.1)”, and 


(ii) subpara. 60(j)(i) in respect of amounts payable in the 


year and before June 7, 1990, were read as follows: 


(i) a superannuation or pension. benefit (other than 
any amount in respect of the benefit that is deducted 
in computing the taxable income of the taxpayer for 
a taxation year by feason of subparagraph 
110(1)(f)G) ora benefit that is part of a series of peri- 
_.Odic. payments) payable out..of or under a pension 
plan that is not a registered pension plan attributable 
to services rendered by a person in a period through- 


out which the person was not resident in Canada, and ~ 


‘ included in computing the income of the taxpayer for 
the year by reason of peal eee is 56(1)(a)(i), or: 


Para. 60) formerly read: 


(j) transfer of superannuation benefits — such. part of the 
aggregate of all amounts each of which is an amount included 
in computing the income of the taxpayer for the year by vir- 


tue of subparagraph 56(1)(a)(i) (where the amount is received ~ 


out of or under a'registered pension fund or plan: or is an 
amount described .in subparagraph 6(1)(g)(ii1)_ or. clause 
56(1)(a)(i)(A) or (B)), or subsection 147(1) as 


(i) is designated by the taxpayer in his return of income 
under this Part for the year, and 


(ii) does not exceed the aggregate of all amounts each of 
which is an amount paid by him in the year or r within 60 
days after the end of the year 


(A) as a contribution to or under‘a registered pension 
fund or‘plan, other than the portion thereof deducti- 
ble under paragraph 8(1)(m) in computing his in- 
come for the year, or 


(B) as a premium (within the meaning of section 
146) under a registered retirement savings plan under 
which he is the annuitant (within the meaning of sec- 
tion 146), other than the portion thereof that has been 
designated. for the purposes of paragraph (1), 


to the extent that it was not deducted in computing his 
income for a preceding taxation year; 


(j) such part. of the amount that is the greater of 
(i) the aggregate of all amounts each of which is 


(A) an amount received on or before February 15, 
1984 that is included in computing the income of the 
taxpayer for the year by virtue of subpara. 56(1)(a)(i) 
or subsec. 147(10), or 


(B) an amount received after February 15, 1984 that 
is included in computing the income of the taxpayer 
for the year by virtue of subpara. 56(1)(a)(@) (where 


S. 60(j) 


the amount is received out or)of; under a registered 
pension fund or plan or is an amount described in 
subpara. 6(1)(g)(i11) or cl..56(1)(a)G)(A) or (B)) or 
subsec. 147(10), and 


(ii) the lesser of 


(A) the aggregate of all amounts each of which is an 
amount paid by him in the year-and before February 
16, 1984 as a premium (within the meaning of sec- 
tion 146) under a registered retirement savings plan 
under which he is the annuitant (within the meaning 
of section 146), other than the portion thereof that 
has been designated for the purposes of paragraph 
(1), and 


(B) the aggregate of all amounts each of which is an 
amount included in computing the income of the tax- 
payer for the year by virtue of subparagraph 
56(1)(a)(@i) or subsection ls 


ast \¥ 


(111) is designated by the taxpayer in hig return of income 
“under this Part for the year, and 


(iv) does not exceed the aggregate of all amounts each of 
which is an amount paid by him in the year or within 60 
days after the end of the year 


(A) as a contribution to or under a registered pension 

_ fund or plan, other than the portion thereof deducti- 
ble under paragraph 8(1)(m) in computing his in- 
come for the year, or > 


(B) as a premium (within the meaning of. section 
146) under a registered retirement savings plan under 
which he is the annuitant (within the meaning of sec- 
“tion 146), other than the portion thereof that has been 
designated for the purposes of paragraph (1), 


to the extent that it was not deducted in computing his 
income for a previous year; 


That portion of para. 60(G) preceding subpara, (i) formerly read: 


such part of the aggregate of all amounts each of which i is an 
amount included in computing the income of the taxpayer for 
the year by virtue of subparagraph 56(1)(a)(), subsection 
147(10) or any refund of deductions as deferred pay under 
subsection 206. ai) or (2) of The mie Ss Miley cs, and 
Orders as 


All that portion of para. 60(j) preceding plow (i) substituted by 


1980-81-82-83, c. 140, subsec. 28(6), applicable with respect:to re- 


tirements occurring after November 12, 1981, other than retirements 
occurring before, 1982 pursuant to,an arrangement made before No- 
vember 13, 1981. That portion formerly read: ~ 


Para. 60(j) amended by 1984, c. 45, s..19, to substitute that portion 
preceding subpara. (1), applicable to 1984 et seg. except that in its 
application to the 1984 taxation year para. 60(j) shall be read as 
follows: 


(j) transfer of superannuation. benefits and. retiring, al- 
lowances — such part of the aggregate of all amounts each 
of which is an amount included in computing the income of 
the taxpayer for the year by virtue of subparagraph 56(1)(a)(i) 
or (ii) or subsection 147(10) or any refund of deductions. as 
deferred pay under subsection 206.21(1) or (2) of The 


/Queen’s Regulations and Orders as 
Parhi 60(j) substituted by 1980-8 1-82-83, .c. 48, subsec. 29(3), appli- 


cable to 1979 et seq. Para. 60): formerly read; 
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\G) such part of any amount included in computing the income 


of the taxpayer for the year by virtue'of subparagraph 
56(1)(a)(i) or (ii) or subsection..147(10). or any refund of de- 
ductions as deferred pay under subsection 206.21(1) or (2) of 
The Queen’s Regulations and Orders as does not exceed the 
amount by which 


(i) any amount paid by him in the year or within 60 days 
after the end.of the year 


(A) as:a contribution to or under a registered: pension 


S. 60(j) 


fund or plan, or 


(B) as a premium, as defined by section 146, under a 
registered retirement savings plan under which he is 
the annuitant (within the ee of paragraph 
146(1)(a)), 
to the extent that it was not deductible in computing his 
income for the immediately preceding year, 
exceeds 
(ii) the aggregate of the amounts, if any, deducted under 
paragraph (1), paragraph 8(1)(m) or subsection 146(5) in 
computing his income for the year; 
Cl. 60(j)(@)(B) substituted by 1977-78, c. 32, subsec. 12(2). Cl. 
60(j)(i)(B) formerly read: 
(B) as a premium, as defined by section 146, under a regis- 
tered retirement savings plan, 
All that portion of para. 60(j) preceding subpara. (i) substituted by 
1977-78, c. 1, subsec. 25(2), applicable after March 31, 1977. That 
portion formerly read: 


(j) such part of any amount included in computing the income 
of the taxpayer for the year by virtue of subparagraph 
56(1)(a)(i) or (ii) or subsection 146.2(6) or 147(10) or any 
refund of deductions as deferred pay under subsection 
206.21(1) or (2) of The Queen’s Regulations and Orders as 
does not exceed the amount by which’ 


Subpara. 60(j)(ii) substituted by 1976-77, c. 4, s. 17, applicable to 
1976 et seq., to substitute “deducted” for “deductible”. 


All that portion of para. 60(j) preceding subpara. (i) substituted by 

1974-75-76, c: 26, subsec. 30(1), applicable to 1974 et seq. That 

portion formerly read: 
(j) such part of any amount included in computing the income 
of the taxpayer for the year by virtue of subparagraph 56(a)(i) 
or (ii) or subsection 147(10) as does not exceed the amount 
by which ; 

1.T. Application Rules: 40(3), 40(6). 

Interpretation Bulletins: IT-99R4: Legal and accounting fees: 


IT-124R6: Contributions to registered retirement savings plans; IT- 
528: Transfers of funds between registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Advance Tax Rulings: ATR-31: Funding of divorce settlement 
amount from DPSP. 


Forms: TD2: Tax deduction waiver for a direct transfer‘of.an eligi- 
ble retiring allowance; T2097: Designation of transfers to an RRSP. 


(j.01) transfer of surplus — such part: of the 
total of all amounts each of which is an amount 
received by the taxpayer before March 28, 1988 
that can reasonably be considered to be a pay- 
ment in respect of the actuarial surplus under a 
defined benefit provision (within the meaning as- 
signed by subsection 147.1(1)) ofa registered 
pension plan and that is included in computing 
the income of the taxpayer for the year by virtue 
of subparagraph 56(1)(a)(i) (other than any por- 
tion thereof deducted by the: taxpayer under sub- 
section 60.2(1) in computing ite taxpayer's in- 
come for the year) as’ 

(i) is designated by the. taxpayer in the tax- 

payer’s return of income under.this. Part. for 

the year, and 


(ii) does not exceed the total of all amounts 
each of which is an amount paid by the tax- 
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payer in the year or within 60 days after the 
end of the year 
(A) as a contribution to or under a regis- 
tered pension plan for the taxpayer’s bene- 
fit, other than the portion thereof deducti- 
ble under paragraph (j) or (j-1) or 8(1)(m) 
of this Act-or paragraph 8(1)(m.1) of the 
Income Tax Act; chapter 148 of the Re- 
vised Statutes of Canada, 1952, in comput- 
ing the taxpayer’s income for the year, or 
(B) as a premium (within the meaning as- 
signed by subsection 146(1)) under a regis- 
tered retirement savings plan under which 
the taxpayer is the annuitant (within the 
meaning assigned by subsection 146(1)), 
other than the portion thereof that has been 
designated for the purposes of paragraph 
Gj), G.1).or (), 
to'the extent that it was not deducted ; in com- 
puting the taxpayer’s income for a ’preceding 
taxation year; 
Related Provisions: 104(27) es Testamentary. trust — pension 
benefits; 127.52(1 )(a) — Limitation on deduction for minimum tax 
purposes; 146(15) — Amount of RRSP premiums deductible; 


147.3(4.1) — Transfer of surplus — defined benefit to money 
purchase; 204.2(1)(b)(i)(A) — Excess amount in respect of RRSP. 


Pre-RSC History: Para. 60(j.01) added by 1990, c. 35, subsec. 
5(2), applicable to the 1988 taxation year. 
Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(j.02) payment to registered pension 
plan — an amount equal to the lesser of 


(i) the total of 


(A) all contributions made in the year by 
the taxpayer to registered pension plans in 

. respect of eligible service of the taxpayer 
before 1990 under the plans, where the 
taxpayer was obliged under the terms of an 
agreement in writing entered: into before 
March 28, 1988 to make the contributions, 
and 


(B) all amounts each of which is an 
amount paid in the year by the taxpayer to 
a registered pension plan as. 


(1) a repayment under’a prescribed stat- 
utory provision of an amount received 
from the plan that-was included under 
subsection 56(1) in computing the tax- 
payer’s income for a taxation year end- 
ing before 1990, where the taxpayer 
was obliged as a consequence of a writ- 

- ten election made before’ March 28, 
1988 to make the repayment, or 


(II) interest in respect of a repayment 
referred to in subclause (1), 


other than the portion of that total that is de- 
ductible under paragraph 8(1)(m) or para- 
graph (j.03) in computing the taxpayer’s in- 
come for the year, and 
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(ii) the total of all amounts each of which is an 
amount paid out of or under a registered pen- 
sion plan as part of a series of periodic pay- 
ments and included under subsection 56(1) in 
computing the taxpayer’s income for the year, 
other than the portion of that total that can 
reasonably be considered to have been desig- 
nated by the taxpayer for the purpose of para- 
graph (j.2); © 
Related Provisions: 60(j.04) — Repayments of post-1989 pen- 
sion benefits; 127.52(1)(a) — Limitation on deduction for minimum 
tax purposes. 
History: Para. 60(j.02) added ty 1994, c. 7, Sch. VEE(1993, c. 24), 
subsec. 20(6), applicable to 1990 et seq. ‘ 
Regulations: 
60(j.02)(i)(B)(1)). 
(j.03) repayments of pre-1990 pension 
benefits — an amount equal to the lesser of | 


(i) the total of all amounts each of which is an 
amount paid in the year ora preceding taxa- 
tion year by the taxpayer to a Tegistered pen- 
sion plan that was not deductible in comput- 
ing the taxpayer’s income fora preceding 
taxation year and that was paid’as 


(A) a repayment under a prescribed statu- 
tory provision of an amount received from 
the plan that was included under subsec- 
tion 56(1) in computing the taxpayer’s in- 
come for a taxation year. ending. before 
1990, or 


(B) interest: in respect of a repayment re- 
ferred to in clause (A), and 


(ii) the amount, if any, by which $3,500 ex- 
ceeds the amount deducted under paragraph 
8(1)(m) in computing the taxpayer’s income 
for the year; 6 
Related Provisions: 60(.02) — Payments. to eb Dont pension 
plan; 127.52(1)(a) — Limitation on deduction..for minimum, tax 
purposes. 
History: Para. 60(j. 03) added by 1994, c. 7, Sch. Vill (1993, Cc. 34), 
subsec. 20(6), applicable to 1991 et seq. 
Regulations: 6503 (prescribed 
60(j.03)(G)(A)). 
(j.04) repayments of post-1989 pension 
benefits — the total’ of all amounts each of 
which is an amount paid in the year by. the tax- 
payer to a registered pension plan as 
(i) a repayment under a prescribed. statutory 
provision of an amount received from the plan 
that 
(A) was included under subsection 56(1) in 
computing the taxpayer’s income for a tax- 
ation year ending after 1989, and... 


6503 (prescribed statutory provisions for 


statutory provisions for 


(B) can reasonably be considered not to | 


have been designated by the taxpayer for 
the purpose of paragraph. (j.2), or 
(ii) interest in respect of a shin sig referred 
to in subparagraph (i), 


S. 604. DG)(C. DUD 


except to the extent that the total was deductible 
under paragraph 8(1)(m) in computing the tax- 
payer’s income for the year, ) 
Related Provisions: 127. 52(1)(a) — Limitation on sci for 
minimum tax purposes. . 
History: Para. 60(j.04) added by, 1994, c. 7, Sch. VUL (1993, c. 24), 
subsec. 20(6), applicable to 1990 et seq. 


Regulations: 6503 ade ei statutory provisions for 
60(j.04)(i)). 
(j.1) transfer of retiring allowances — such 
part of the total of all amounts each of which is 
an amount paid to the taxpayer by an employer, 
or under a retirement compensation arrangement 
to which the employer has contributed, as a retir- 
ing allowance and included in computing the tax- 
payer’s income for the year by virtue of subpara- 
graph 56(1)(a)(ii) or paragraph 56(1)(x) as 
(i) is designated by the’ ‘taxpayer in the tax- 
»» payer’s return of income-under this Part for 
the year, ; 
(ii) does: not yee the amount, if any, by 
which the total of 


(A) $2,000 multiplied by the number of 
years before 1996 during which the em- 
ployee or former employee in respect of 
whom the payment was made (in this para- 
graph referred to as the “‘retiree’?) was em- 
ployed by the employer or a person related 
to the employer, and 


(B) $1,500 multiplied by the se tp by 
which the number of years before 1989. de- 
scribed in clause (A) exceeds the number 
that can reasonably be regarded: as the 
equivalent number of years before 1989 in 
respect; of which employer. contributions 
under either.a pension plan or a deferred 
profit sharing plan of, the employer or a 
person related to the employer had vested 
in the retiree at the time of the payment, 


exceeds the total of 


(C) all amounts deducted under this para- 
graph in respect of amounts. paid before 
the year in respect of the retiree 


(I) by the employer.or a person related 
to the employer, or 


(II) under a retirement compensation 
arrangement to which the employer or a 
person related to the employer has 
contributed, 


(C.1) all other amounts deducted under 
this paragraph for the year in’ respect of 
amounts paid in the year in respect of the 
retiree 


(I) by a person related to the employer, 
or 


(11) under a retirement compensation 
arrangement to which a ‘person related 
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to the employer has contributed, and 


(D) all amounts deducted “under paragraph 
(t) in computing the retiree’s income for 
the year in respect of a retirement compen- 
sation arrangement to which the employer 
or a person related to the employer has 
contributed, and 


(iii) does not exceed the total of all amounts 
each of which is an amount paid by, the tax- 
payer in the year or within 60 days after the 
end of the year in respect of the amount so 
designated | 


(A) as a contribution to or under a regis- 
tered pension plan, other than the portion 
thereof deductible under paragraph (j) or 
8(1)(m) in computing the taxpayer’s in- 
come for the year, or 


(B) as a‘premium (within the meaning as- 
signed by section 146) under a registered 
retirement savings plan under which the 
taxpayer is the annuitant (within the mean- 
ing assigned by section. 146), other than 
the portion thereof that has been desig- 
nated for the purposes of paraejarn (j) or 


my 


to the extent that it was not deducted in com- 
puting the taxpayer’s income for a preceding 
taxation year 


and for the purposes of this paragraph, “person 
related to the employer” includes 


(iv) any person whose business was acquired 
or continued by the employer, and 


(v) a previous employer of the retiree whose 
service therewith is recognized in determining 
the retiree’s pension benefits; 


Related Provisions: 60(j.01)— Transfer of surplus; 
127.52(1)(a) — Limitation on deduction for minimum tax purposes; 
146(5) — Amount of RRSP premiums deductible; 146(6.1) — Re- 
contribution of certain withdrawals; 147.3 — Transfer from RPP; 
204.2(1)(b)(i)(A) — Excess amount in respect of RRSP. See addi- 
tional Related provisions and Definitions at end of's. 60. 


History: Cl. 60(j.1)(ii)(A) amended by 1996, c. 21, s. 13, applica- 
ble to 1996 et seq. The clause formerly read: 


(A) $2,000 multiplied by the number of. years during which 
the employee or former employee in respect of whom the 
payment was made (in this. paragraph referred to as the “re 
tiree’”) was employed by the employer or a person related to 
the employer, and 


That portion of para. 60.1) between cls. (ii)(B) and (iii)(A) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 34(2), applicable 
to 1990 et seg., except that where a taxpayer so elects in the tax- 
payer’s return of income under Part I for the 1990 taxation year, 


(a) the amendment shall not apply in respect of the taxpayer for 
that year, and 


(b) the expression “amount paid to the taxpayer” in para. 60(j.1) 
shall be read as “amount paid before July 14, 1990 to the tax- 
payer” for that year. 
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That portion formerly. read: 
exceeds the total of 


(C) all amounts deducted under this paragraph in respect 
of amounts paid before the year in respect of the retiree 
by the employer or a person related to the employer, or 
under a retirement compensation..arrangement to which 
the employer or the person has contributed, and 
(D) all.amounts deducted under paragraph (t) in comput- 
ing the retiree’s income for the year, and 
(ili) does not exceed the total of all amounts each.of which is 
an amount paid by the taxpayer in the year or within 60 days 
after the end of the year 
Pre-RSC History:.Cl. 60(j.1)(i)(B) amended by 1990, c. 35, sub- 
sec. 5(3), to substitute “number of years before 1989” for “number 
of years” (twice), applicable to 1989 ef seq. 
Cls. 60(j.1)Gi)(B) and (iii)(A) amended by 1990, c. 35, s: 29, to sub- 
Stitute “registered pension plan” for. * ‘registered pension fund or 
plan”, applicable after 1985. © ~ 


All that portion of para. 60(j. 1) preceding subpara. (ii) amended by 
1987, c. 46, subsec. 17(1), to substitute the portion of para. 60(.1) 
preceding subpara. (i) and the portion of subpara. (11) following cl. 
(B), applicable after October 8, 1986. The substituted portions for- 
merly read: 


such part of the,aggregate of all amounts each of which is an 

amount paid to the taxpayer by an employer as a retiring al- 
lowance and included in computing his income for the year 
by virtue of subparagraph 56(1)(a)(ii) as 


exceeds the aggregate of all amounts deducted under this par- 
agraph in respect of amounts paid before the year by the em- 
ployer or a person related to the employer in respect of the 
retiree, and 


Para. 60(j.1) added by 1980-81-82-83, c. 140, subsec. 28(7), appli- 
cable with respect to retirements occurring after, November 12, 
1981, other than retirements occurring before 1982 pursuant to an 
arrangement made before November iS OCT: 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-124R6: Contributions to registered retirement savings plans; IT- 
337R2: Retiring allowances. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


1.T. Technical News: No. 7 (retiring allowances). 


Advance Tax Rulings: ATR-12:,,Retiring allowance;, ATR-48: 
Transfer of retiring allowance to an RRSP. 


Forms: T2097: Designation of transfers to an RRSP; TD2: Tax de- 
duction waiver in respect of funds to be transferred. 


(j.2) transfer to spousal RRSP — for. taxa- 
tion years ending after 1988 and before 1995, 
such part of the total of all amounts (other than 
amounts paid out of or under a registered retire- 
ment savings plan or a registered retirement in- 
come fund that by reason of section 254 are con- 
sidered to be amounts paid out of or under a 
registered pension plan) paid on a periodic basis 
out of or under a registered pension plan or a de- 
ferred profit sharing plan and included, by reason 
of subsection 56(1), in computing the Lacan 
income for the year as 


(1) is designated by the taxpayer in the tax- 
payer’s. return of income under this Part for 
the year, and 
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(ii) does not exceed the least of 
(A). $6,000, 


(B) the amount, if any, by which that total 
exceeds the’ part of that total designated for 
the year for the purposes’of paragraph (j) 
‘of this Act or deducted under paragraph 
60(k) of the Income Tax Act, chapter 148 
. of the Revised Statutes of ‘Canada, 1952, in 
computing the taxpayer’s income for the 

- year, and 


(C) the total of all amounts ee of which 
is paid by the taxpayer in the year or 
within 60 days after the end of the year as 
a premium (within the meaning assigned 
by subsection 146(1)) under a registered 
retirement savings plan under which the 
taxpayer’s spouse (or, where the taxpayer 
died in the year or within 60 days after the 
end of the year, an individual who was the 
taxpayer’s spouse immediately before the 
death) is the annuitant (within the meaning 
assigned by subsection 146(1)), to the ex- 
~ tent that the amount 'was not deducted in 
- computing the taxpayer’s income for a pre- 
ceding taxation year; 
Related Provisions: 60(j.02) — Payment to registered pension 
plan;. 6047.04) — Repayments of post-1989 pension benefits; 
118(3) — Pension income credit, 127.52(1)(a) — Limitation on de- 
duction for minimum. tax purposes; 146(1) — “earned income”; 
146(5.1) — Amount of spousal RRSP premiums deductible; 
146(8.3) — Spousal RRSP payments; 146(16) — RRSP — deduc- 
tion on transfer of funds; 146.3(5.1).— Amount included in income; 
147(21) — Restriction re transfers; .147.1(3)(a) — Deemed registra- 
tion; 147.3(12)(b)(i) —RPP — restriction re __ transfers; 
204.2(1)(b)(i)(A) — Excess ‘amount in respect of RRSP; 
212(1)(h)Gii.1)(B), 21201) am) Gi) — Exemption on payment to non- 
resident. 
History: Cl. 60(.2)Gi)(C) substituted by 1994, c. 21, subsec. 26(1), 
applicable to 1992 et seg. That cl. formerly read: 


(C) the total of all amounts each of which is an amount paid 
_by the taxpayer in the year or within 60 days after the end of 
thé year as a premium (within the meaning assigned by sub- 
section. 146(1)) under a registered retirement savings plan 
under which the taxpayer’s spouse.is the annuitant (within the 
meaning assigned by subsection 146(1)), to. the extent that the 
amount was not deducted in computing the taxpayer’s income 
for a preceding taxation year; 


Pre- RSC History: Para. 60(j.2) added by 1990, c. 35, subsec. 5(4), 
applicable to 1989 et seq. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-307R3: Spousal registered retirement savings plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2097: Identification of amounts transferred to an RRSP. 


(k) [Repealed under former. Act] 


Pre-RSC History: Para. 60(k) repealed by 1990, c. 35, subsec. 
5(5), applicable to 1990 et seq.; and-in its application to the 1989 
taxation year para. 60(k) shall be read as follows: 


(k) transfers to deferred profit sharing plans — the least 
of 


(i) the aggregate of all amounts each of which is an 


S. 60(1)(ii)(A) 


amount paid by the taxpayer in the year or within 60 days 
after the end of the year to a trustee under a deferred 
profit sharing plan that’had at least 5 beneficiaries at all 
times throughout the year, to the extent that the amount 
was not deducted in computing the taxpayer’s income for 
the immediately preceding taxation year, 


Gi) the aggregate of all amounts each of which is an 
* amount that is included in computing the taxpayer’s in- 
-come for the year by reason of subsection 147(10) and is 
either part of a series of periodic payments or a pre- 

scribed amount, and 

(ili) the amount by which the aggregate of 


(A) the aggregate that is determined under paragraph 
(j) in respect of the taxpayer for the year by adding 
the amounts referred to in iPass (i) to (iii) 
thereof, and 


(B) the aggregate of all amounts each ‘of which is 
such portion of a prescribed amount as is not in- 
cluded in the aggregate referred to in clause (A) 


exceeds the amount, if any, deductible under paragraph 
(j) in computing the taxpayer’s income for the year; 
Para. 60(k) formerly read: 
(k) transfers to deferred profit sharing plans — the least 
of 
(i) any amount paid by the taxpayer in the year or within 
60 days after the end of the year to a trustee under a de- 
ferred profit sharing plan that had at least 5 beneficiaries 
at all times throughout the year, to the extent that it was 


not deductible in computing his income for the immedi- 
ately preceding year, 


(ii) any amount included in computing his income for the 
year by virtue of subsection 147(10), and 


(iii) the amount by. which 


(A) the aggregate of amounts included in computing 
his.income for the year by virtue of subparagraph 
56(1)(a)(i) and subsection 147(10) 


exceeds 
(B) the amount, if any, deductible under paragraph 
(j) in computing ‘his income for the year; 


Cl. 60(k)(iii)(A) ‘substituted by 1980-81-82-83, c. 140, subsec. 
28(8), applicable with respect to retirements occurring after Novem- 
ber 12, 1981, other than retirements occurring before 1982 pursuant 
to an arrangement made before November 13, 1981. Cl. 
60(k)(iii)(A) formerly read: 


(A) the aggregate of amounts included in computing his in- 
come for-the year by virtue of subparagraphs 56(1)(a)(i) and 
(ii) and subsection 147(10) 

(1) transfer of refund of premium under 
RRSP — the total of all amounts each of which 
is an amount paid by or on behalf of the taxpayer 
in the year or within 60 days after the end of the 
year 


(i) as a premium under a registered retirement 
savings plan under which the taxpayers is the 
annuitant, ; 


(ii) to acquire, from a person licensed or oth- 
erwise authorized under the laws of Canada or 
a province to carry on in Canada an annuities 
business, an annuity 


(A) under which the taxpayer is the 
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annuitant 


(I) for the taxpayer’s life, or for the 
lives jointly of the taxpayer and the tax- 
payer’s spouse either with a guaranteed 
period that is not greater than 90 years 
minus the age of the taxpayer or the age 
of the taxpayer’s spouse, at the time of 
its acquisition or without a guaranteed 
period, or 


(II) for a term of years equal to 90 mi- 
nus the age of the taxpayer or the age 
of the taxpayer’s spouse, at the time of 
its acquisition, or 
(B) under which the taxpayer, or a trust 
under which the taxpayer is the sole person 
beneficially interested in all amounts paya- 
ble under the annuity, is the annuitant for a 
term. of years not exceeding 18 minus the 
age of the taxpayer at the time of its 
acquisition 
that does not provide for any payment there- 
under except 


(C) the single payment by or on behalf of | 


the taxpayer, 


(D) annual or more frequent periodic 
payments 


(1) beginning not later than one year af- 
ter the date of the payment referred to 
in clause (C), and 


(II) each of which is equal to all other 
such payments or not equal to all other 
such payments solely because of an ad- 
justment that would, if the annuity were 
an annuity under a retirement savings 
plan, be in accordance with subpara- 
graphs 146(3)(b)(ii) to (v), and 
(E) payments in full or partial commuta- 
tion of the annuity and, where the commu- 
tation is partial, 
(1) equal annual or more frequent peri- 
odic payments thereafter, or 


(II) annual or more frequent periodic 
payments thereafter that are not equal 
solely because of an adjustment that 
would, if the annuity were an annuity 
under a retirement savings plan, be in 

» saccordance with ~— subparagraphs 
146(3)(b) (aii) to (Vv), - 

or 


(ii1) to a carrier as consideration for a regis- 
tered retirement income fund under which the 
taxpayer is the annuitant 

where that total 
(iv) is designated by the taxpayer in the tax- 
payer’s return of income under this Part for 
the year, 
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(v) does not exceed the total of 


(A) the amount included in computing the 


_ taxpayer’s income for the year:as a refund 


of premiums out of or under a registered 
retirement savings plan under which the 
taxpayer’s spouse was the annuitant, 


(B). the amount included in computing the 
taxpayer’s income for the year as a refund 
of premiums out of or under a registered 
retirement savings plan where the taxpayer 
was dependent by reason of physical or 
mental infirmity on the annuitant under the 
plan, 


(B.1) the least of 


(1) the amount paid by or on behalf of 
the taxpayer to acquire an annuity that 
would be described in subparagraph (ii) 
if that subparagraph were read without 
reference to clause (A) thereof, 


(II) the amount (other than any portion 
thereof. included in the amount deter- 
mined under clause (B) or (B.2)) in- 
cluded in computing the taxpayer’s in- 
come for the year as 


1. a payment (other than a payment 
that. is part of a series of periodic 
payments or that relates to an actua- 
rial surplus) received by the tax- 
payer out of or under a registered 
pension plan, 


2. a refund of premiums out of or 
under a registered retirement sav- 
ings plan, or 

3. a designated benefit in respect of 
a‘registered retirement income fund 
(in this clause having the meaning 
assigned by subsection 146.3(1)) 


as a consequence of the death of an in- 
dividual of whom the taxpayer is a 
child or grandchild; and 


(III) the amount, if any, by which the 
amount determined for the year under 
subclause (II) in respect of the taxpayer 
exceeds the amount, if any, by which 


1. the total of all designated benefits 
of the taxpayer for the year in re- 
spect of registered retirement in- 
come funds 


exceeds 


2. the total of all amounts that 
would be eligible amounts of the 
taxpayer for the year in respect of 
those funds (within the meaning that 
would be assigned by subsection 
146.3(6.11) if the taxpayer were de- 
scribed in paragraph (b) thereof), 
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and 


(B.2) all eligible amounts of the taxpayer 
for the year in respect of registered retire- 
ment income funds (within the meaning 
assigned by subsection 146.3(6.11)), 


and, where the amount is paid by a direct 
transfer from the issuer of a registered retire- 
‘Ment savings plan or a carrier of a registered 
retirement income fund, — 


(C) the amount included in computing the 
taxpayer’s income for the year as a conse- 
quence of a payment described in subpara- 
graph 146(2)(b)(ii), and 


(D) the amount, if any, by which 


(I) the amount received by the taxpayer 
out of or under a registered retirement 
income fund under which the taxpayer 
is the annuitant [(or, where the tax- 
payer’s spouse died before 1993, under 
which the spouse was the annuitant)] 
and included. because, of subsection 
146.3(5) in computing the taxpayer’s 
income for the year 


exceeds 


(II) the amount, if any, by which the 
minimum amount (within the meaning 
assigned by subsection 146,.3(1)) under 
the fund for the year exceeds the total 
of all amounts received out of or under 
the fund in the: year by an individual 
who was an) annuitant under the fund 
before the taxpayer. became the annui- 
tant under the-fund and. that were in- 
cluded because. of subsection 146.3(5) 
in computing that individual’s income 
for the year, and 


(vi) was not deducted in computing the tax- 
payer’s income for a preceding taxation year, 


Related Provisions: 56(1)(d.2) — Income inclusion; 60(j) — 
Transfer of superannuation benefits; 604.01) — Transfer of surplus; 
104(27) — Pension benefits; 127.52(1)(a) — Minimum. tax — ad- 
justed taxable income determined; 146(2), (3) — Acceptance of 
plan for registration; 146(5) — Amount of RRSP premiums deduct- 
ible; 146(6.1) — Recontribution of certain withdrawals; 146(8.1) — 
RRSP — deemed receipt.of refund of premiums; 146(8.2) — 
RRSP — amount deductible; 146(16) — RRSP —.deduction on 
transfer of funds; 146(16)(d)—RRSP — transfer of. funds; 
146(21) — Transfer from prescribed provincial pension plan; 
146.3(5.1) — Amount included in income; 146,3(6.11) — Transfer 
of designated benefit; 147.3 — Transfer from RPP; 148(1)(e) — 
Amounts included in computing policyholder’s income; 
204.2(1)(b)(i)(A) — Excess amount for a year in respect of RRSP; 
212(1)(q)@)(B) — Exemption from. non-resident withholding tax; 
248(8) — Occurrences as a consequence of death; 252(3), (4) — 
Extended meaning of “spouse”. See additional Related provisions 
and Definitions at end. of s. 60. 


History: The opening words of cl. 60(1)(v)(B.1) substituted, subcl. 
(B.1)(I) substituted, and subcl. (III) added, by 1994, c. 21, subsecs. 
26(2), (3), applicable to 1993 et seq. The opening words of cl. (B.1) 
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and ‘subcl. (I) formerly read: 
(B.1) the lesser of 


(II) the amount (other than any portion thereof bariiiods in ihe 
amount determined under clause (B)) included in computing 
the taxpayer’s income for the year as a payment (other than a 
payment that is part of a series of periodic payments or that 
relates to an actuarial surplus) received by the taxpayer out of 
or under a registered pension plan, or as a refund of premi- 
ums out of or under a registered retirement savings plan, as a 
consequence of the death of an individual, where the taxpayer 
is a child or grandchild of the individual, and 


Cl. 60(1)(v)(B.2) substituted by 1994, c. 21, subsec. 26(4), applica- 
ble to 1993 et seg.; and subpara. 60(1)(v) shall apply to a taxpayer 
for the 1992 taxation year as if it were read without reference to cl. 
(B.2), unless the taxpayer otherwise elects by notifying the Minister 
of National Revenue in writing. That cl. formerly read: 


(B.2) the amount included in computing the taxpayer’s in- 
come for the year that was received by the taxpayer, as a con- 
sequence of the death of the taxpayer’s spouse, out of or 
under a provincial pension plan egg for the purposes of 
paragraph (v), 
Cl. 60(1)(v)(D) substituted by 1994, c. 21, SunSAG. 26(5), applicable 
to 1993 et seg. except that, for the 1993 to 1996 taxation years, 
subcl. 60(1)(v)(D)(1) shall be read as follows: 


(J) the amount received by the taxpayer out of or under a Teg- 
istered retirement income fund under which the taxpayer is 
the annuitant (or, where the taxpayer’s spouse died before 
1993, under which the spouse was the annuitant) and in- 
cluded because of subsection 146.3(5) in computing the tax- 
payer’s income for the year 


Cl. 60(1)(v)(D) formerly read: 


(D) the portion of the amount received by the taxpayer out of 
or under a registered retirement income fund and included in 
computing the taxpayer’s income for the year by virtue of 
subsection! 146:3(5) that exceeds the minimum amount 
(within the. meaning assigned by subsection, 146.3(1)) re- 
quired to be paid to the annuitant in the year under that fund, 
and ; 


Subcl. 60(INGIN AD amended by 1994, c..7, Sch. VII (1993, c. 
24), subsec. 20(7); applicable after 1992. That subcl, formerly read: 


(I) for the taxpayer’s life, or for the lives jointly ofthe tax- 
payer and the taxpayer’s spouse (in this paragraph having the 
meaning assigned by subsection 146(1.1)), either with a guar- 
anteed period that is not greater than 90 years minus the age 
‘of the taxpayer or the age of the taxpayer’s spouse, at the time 
of its acquisition or without a guaranteed ‘period, or 


Cls. 60(1)Gi)(D) and (E) amended by the said c. 7, subsec. 20(8), 
applicable to 1990 et seg. Those cls, formerly read: 


(D) equal annual or more frequent periodic payments com- 
mencing not later than one year after the date of the payment 
referred to in clause (C), and 


(E) payments in full or partial commutation of the annuity 
‘.and,:where the commutation is partial, equal:annual or more 
frequent periodic payments thereafter, 


Cl. 60(1)(v)(B.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
34(3), applicable to 1990 et seq. 


Pre-RSC History: All that portion of subpara. 60(1)(ii) preceding 
cl. (D) substituted, and cl. 60(1)(v)(B.1) added, by 1990, c. 35, sub- 
secs. 5(6), (7), applicable to 1989 et seq.; and in its application to 
the 1988 taxation year cl. 60(1)(ii)(A) shall be read as follows: 


(A) for the taxpayer’s life, or for the lives jointly of the tax- 
payer and the taxpayer’s spouse (in this paragraph having the 
meaning assigned by subsection 146(1.1)), either with’a guar- 
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Para. 60(1) substituted by 1986, c. 55, s. 
seq. Para. 60(1) formerly read: 


anteed period that is not greater than 90 years minus the age 
of the taxpayer, or the age of the taxpayer’s spouse, at the 
time of its acquisition or without a guaranteed period, or 


That portion of subpara. 60(1)(ii) formerly read: 


(ii) to acquire, from a person licensed or otherwise authorized 
under the laws of Canada or a province to carry on in Canada 
an annuities business, an annuity under which he is the 
annuitant : 


(A) for his life, or for the lives jointly of the. taxpayer and 
his spouse, either with a guaranteed period that is not 
greater than 90 years minus his age, or the age of his 
spouse, at the time of its acquisition or without a guaran- 
teed period, or 


(B) for a term of years equal to 90 minus his age, or the 
age of his spouse, at the time of its acquisition 


that does not provide for any payment thereunder except 


(C) the single payment by the taxpayer, 


(1) transfer of refund of premium under registered 
retirement savings plan —the aggregate of all amounts 
each of which is an amount paid by the taxpayer in the year 
or within 60 days after the end of the year 


(i) as a premium under a registered retirement savings 
plan (within the meaning assigned by section 146) under 
which he is the annuitant (within the meaning assigned 
by section 146), or 


(11) to acquire, from a person licensed or otherwise au- 
thorized under the laws of Canada or a province to carry 
on in Canada an annuities business, an annuity under 
which he is the annuitant 

(A) for his life, or 


(B) for a term of years equal to 90 minus his age at 
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in the year or within 60 days after the end of the year as a 
premium (within the meaning of section 146) under a regis- 


‘tered retirement savings plan under which he is the annuitant 


(within the meaning of section 146) as 


(i) is designated by the taxpayer in his return of income 
under this Part for the year, 


(ii) does not exceed the amount included in computing 
his income for the year by virtue of subsection 146(8) to 
the extent that that amount is ‘a refund of ptemiums 
(within the meaning of section 146) under a-tegistered 
retirement savings plan received by the taxpayer out of or 
under the plan on or after the death of the person who 
was, immediately before his death, the annuitant thereun- 
' der and-the taxpayer’s spouse, and 


(iii) was not deducted in computing the taxpayer’s in- 
come for a previous year; 


Para. 60(1) substituted by 1980-8 1-82-83, c. 48, subsec. 29(4), appli- 
cable to 1979 et seq. Para. 60(1) formerly read: 


10, applicable to 1986 et 


(1) the lesser of 
(i) the amount, if any, by which 


(A) the aggregate-of amounts paid by the taxpayer in 
the year or within 60 days after the end of the year as 
a premium, as defined by section 146, under a regis- 
tered retirement savings plan, to the extent that they 
were not deductible in computing his income for the 
immediately preceding year, 


exceeds 


(B) the aggregate of amounts deductible under para- 
graph (i) in computing his income for the year, and 


(ii) any amount included in computing his income for the 
year by virtue of subsection 146(8) to the extent that that 
amount is a refund of premiums, as defined by section 
146, under a registered retirement savings plan received 
by the taxpayer under the plan on or after the death of the 


the time of its acquisition person who was, immediately before his death, 


that does not provide for any payment thereunder except cAntie anatitwat therenndetvand 


(C) the single payment by the taxpayer, and (B) the takpayer’s! spouse: 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-500R: RRSPs — death of an annuitant; IT-517R: 
Pension tax credit; IT-528: Transfers of funds between registered 
plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 


(D) equal annuity payments that are to be made an- 
nually or at more frequent periodic intervals and that 
commence not later than one year from the date of 
the payment referred to in clause (C) 


where such aggregate 


(iii) is designated by the taxpayer in his return of income 
under this Part for the year, 


(iv) does not exceed, in the case of a premium under a 
registered retirement savings plan, the amount included 
in computing his income for the year as a refund of pre- 
miums (within the meaning assigned by section 146) out 
of a registered retirement savings plan under which the’ 
taxpayer's spouse was the annuitant, 


Forms: 1212: Pension income allocations/designations; T2030: 
Direct transfer under subpara. 60(1)(v); T2097: Designation of trans- 
fers to an RRSP. 


(m) estate tax applicable to certain prop- 
erty — that proportion of any superannuation or 
pension benefit, death benefit, benefit under a 
registered retirement savings plan or benefit 
under a deferred profit sharing plan, received by 
the taxpayer in the year, on or after the death of a 
predecessor, in payment of or on account of prop- 
erty to which the taxpayer is the successor, that 


(i) such part of any tax payable under the Es- 
tate Tax Act, chapter E-9 of the Revised Stat- 
utes of Canada, 1970, in respect of the death 
of the predecessor as is determined under that 
Act to be the part thereof applicable to: the 


(v) does not exceed, in any other case, the amount in- 
cluded in computing his income for the year as a refund 
of premiums (within the meaning assigned by section 
146) and the taxpayer was dependent on the annuitant 
(within the meaning assigned by section 146) of the reg- 
istered retirement savings plan out of which the refund of 
premiums was paid by reason of physical or mental infir- 
mity, or was the spouse of the annuitant and before the 
end of the year had attained the age of 71 years, and 


(vi) was not deducted in computing his income for a pre- 
ceding taxation year; 


Para. 60(1) substituted by 1980-81-82-83, c. 140, subsec. 28(9), ap- 
plicable to 1982 et seg. Para. 60(1) formerly read: 


(1) such part of the aggregate of amounts paid by the taxpayer 
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property in payment of or on<account of which 
the benefit was so received, 
PsewHsiiied 70 MOletvib' & t 

(ii) the value of the Biot) in 1 agRHeRt of or 
on account of which the benefit was so re- 
ceived, computed as provided for the purpose 
of subsection 62(4) of the Estate Tax Act, 
chapter E-9 of the Reisen Rese aba of Canada, 
1970; 7 . 


(m.1) succession. duties applicable to 
certain property — that proportion of any su- 
perannuation or pension benefit, death benefit, 
benefit under a registered retirement savings 
plan, benefit under a deferred profit sharing plan 
or benefit that is a payment under an income- 
averaging annuity contract; received by the tax- 
payer in the year, on or after the death of a prede- 
cessor, in payment of or'on account of property to 
which the taxpayer isthe successor, that 
(i) such part of any succession duties: payable 
under a law of: a province in'respect of the 
- death of the predecessor as may reasonably be 
regarded as attributable to the property in pay- 
ment of or on account of which the benefit 
was so received, : 
is of iy 
(ii) the value of the property in payment of or 
on account of which ‘the benefit was so re- 
» ceived, as computed for the purposes of the 
law referred to in subparagraph (i); 
Pre-RSC History: Para. 60(m) substituted, 60(m.1) added by 
1973-74, c.. 14, .s. 16, applicable to 1972, et seq. in the case of any 
benefit received upon or after the death, of a predecessor whose 
death occurred after 1958. 
(n) overpayment of pension or benefits — 
the amount of any overpayment of | 


(i) any pension described in clause 
S6(D@@(A), s 

(i.1) any amount described. in our ipl 
-36(1)(a) (1), ; nO 

(ji) any benefit described’ im ~ clause 
/ 56(1)(a)G)(B), 


(ii.1) any benefit described in subparagraph 
56(1)(a)(vi), or 
((1i.2) [Repealed] 


(iii) any benefit seine the’ Employment Insur- 
‘ance Act, © 


S. 60(n) 


(iv) [Repealed] 


received by the taxpayer and included in comput- 
ing the taxpayer’s income for the year or a pre- 
‘ceding taxation ‘year, to the extent of the amount 
thereof repaid by the taxpayer in the year other- 
wise than by virtue of Part VII of the Employ- 
ment Insurance Act; 


History: Para. 60(n), amended. by 1996, c. 23, para. 187(d) and s. 


172.1,.to substitute “Employment Insurance Act’ for “Unemploy- 
ment Insurance Act” in subpara. 60(n)(iii) and the closing words of 
para: 60(n), and to repeal subpara.: 60(n)(iv); the substitutions in 
force June:30; 1996, and: the repeal in force natal 1, 1998. Sub- 
para.(iv) formerly read: 


(iv).any, amount described in Satedidei 56(1)(m) 
Sobbare 60(n)(i.1) added by 1994; c..21, subsec. 26(6), applicable 


| to repayments made after 1990. 


Subpara. 60(n)(ii.2) repealed by 1994, c. 21, subsec. 26(7), applica- 


_ ble to repayments made after October 1991. That subpara. formerly 


read?" 
(ii.2) any amount described in subparagraph 56(1)(a)(vii), 


Subpara. 60(n)(i1.2) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec, 34(4), applicable to repayments made after September 14, 
1989. 


Pre-RSC History: All that portion of para. 60(n) following sub- 
para. (iii) substituted by 1985, c. 45, subsec. 25(1), applicable to 
1984 et seg. That portion formerly read: 


received by the taxpayer in a previous taxation year, to the 
extent of the amount thereof repaid by him in the year other- 
wise than by virtue of 


(iv) the deduction or withholding thereof from any other 
payment made to him in the year, or 


(v) Part VIII of the Unemployment Insurance Act, 1971, 


Subpara. 60(n)(i.1) added by 1980-81-82-83, c. 140, subsec. 
28(10), applicable with respect to amounts repaid after 1981. 


All that portion of para, 60(n). following subpara. (iii) substituted by: 
1979, c. 5, s. 17, applicable to 1979 et seq. That portion formerly 
read: é 
received by the taxpayer in a previous taxation year, to the 
extent of the amount thereof repaid by him in the year other- 
wise than by virtue of the deduction or withholding thereof 
from any other payment made to him in the year; 


Forms: T2204: Calculation of employee overpayment of CPP con- 


401 


S. 60(n) 


tributions and UI premiums. 


(o) legal expenses — amounts paid by the tax- 
payer in the year in respect of fees or expenses 
incurred in preparing, instituting or prosecuting 
an objection to, or an appeal in relation to, 
(i) an assessment of tax, interest or penalties 
under this.Act or an Act of a province that im- 


poses a tax similar to the tax imposed under 
this Act, 


(ii) a decision of the Canada Employment In- 
surance Commission, a board of referees or an 
umpire under the Employment Insurance Act, 


(ili) an assessment of any income tax deducti- 
ble by the taxpayer under section 126 or any 
interest or penalty with respect thereto, or 


(iv) an assessment or a decision made under 
the Canada Pension Plan or a provincial pen- 
sion plan as defined in section 3 of that Act; 


Related Provisions: 56(1)(1) — Reimbursed costs included in in- 
come; 152(1.2) — Rule applies to determination of losses as well as 
assessment. See additional Related provisions and Definitions at 
end of s. 60. 


History: Subpara.:60(0)(ii) amended by 1996, c. 23, para. 187(d), 
to substitute “Employment Insurance Act’ for “Unemployment In- 
surance Act’, in force June 30, 1996. 


Subpara. 60(0)(ii) amended by 1996, c. 11, para. 99(c), to substitute 
“Canada Employment Insurance Commission” for “Canada Em- 
ployment and Immigration Commission”, in force July 12, 1996. 


Pre-RSC History: Para. 60(0) substituted by 1980-81-82-83, c. 
48, subsec. 29(5);, applicable with respect to expenses incurred after 
December 11, 1979. Para. 60(0) formerly read: 


(0) amounts paid by the taxpayer in the year in respect of fees 
or expenses incurred in preparing, instituting or prosecuting 
an objection to, or an appeal in relation to, 


(i) an assessment of tax, interest or penalties under this 
Act, or 


(ii) a decision of the Unemployment Insurance Commis- 
sion, a board of referees or an umpire under the Unem- 
ployment Insurance Act, 1971; 


Para. 60(0) substituted by 1974-75-76, c. 26, subsec. 30(2), applica- 
ble to 1975 et seg. Para. 60(0) formerly read: 


(0) amounts paid by the taxpayer in the year in respect of fees 
or expenses incurred in preparing, instituting or prosecuting 
an objection to, or an appeal in relation to, an assessment of 
tax, interest or penalties under this Act; and 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 
(0.1) legal expenses — the amount, if any, by 
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which the lesser of 


(i) the total of all legal expenses (other than 
those relating to a division or settlement of 
property arising out of, or on a breakdown of, 
a marriage) paid by the taxpayer in the year or 
in any of the 7 preceding taxation years to col- 
lect or establish a right to an amount of 


(A) a benefit under a pension fund or plan 
(other than a benefit under the Canada 
Pension Plan or a provincial pension plan 
as defined in section 3 of that Act) in re- 
spect of the employment of the taxpayer or 
a deceased individual of whom the tax- 
payer was a dependant, relation or legal 
representative, or 


(B) a retiring allowance of the taxpayer or 
a deceased individual of whom the tax- 
payer was a dependant, relation or legal 
representative, and 


(ii) the amount, if any, by which the total of 
all amounts each of which is 


(A) an amount described in clause (i)(A) 
or (B) 


(I) that is received after 1985, 


(iI) in respect of which legal expenses 
described in subparagraph (i) were 
paid, and 


(III) that is included in computing the 
income of the taxpayer for the year or a 
preceding taxation year, or 


(B) an amount included in computing the 
income of the taxpayer under paragraph 
56(1)(1.1) for the year or a preceding taxa- 
tion year, 


exceeds the total of all amounts each of which 
is an amount deducted under paragraph (j), 
(j.01), G.1) or G.2) in computing the income 
of the taxpayer for the year or a preceding tax- 
ation year, to the extent that the amount may 
reasonably be considered to have been deduct- 
ible as a consequence of the receipt of an 
amount referred to in clause (A), 


exceeds 


(iii) the portion of the total described in sub- 
paragraph (i) in respect of the taxpayer that 
may reasonably be considered to have been 
deductible under this paragraph in computing 
the income of the taxpayer for a preceding 
_ taxation year; 
Related Provisions: 56(1)(1.1) — Amounts included in in- 
come — amounts received as award or in reimbursement of legal 
expenses paid to collect or establish a right to retiring allowance, 


etc. See additional Related provisions and Definitions at end of s. 
60. 


History: That portion of subpara. 60(0.1)(i) preceding cl. (A) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 20(9), appli- 
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cable after 1992. That portion formerly read: 


(i) the total of all legal expenses (other than those relating to a 
division or settlement of property arising from a marriage or 
other conjugal relationship) paid by the taxpayer after 1985 
and in the year or any of the 7 immediately preceding taxa- 
tion years to collect or establish a right to an amount of 


Pre-RSC History: Para. 60(0.1) added by 1990, c. 39, subsec. 
12(1), applicable to 1986 et seq except that 


(a) with respect to the 1986 and 1987 taxation years subpara. 
(ii) shall be read as if the reference therein to “(j.01), G.1) or 
G.2)" were a reference to “(j.1)”; and 


(b) with respect to the 1988 taxation year, subpara. (ii) shall be 
read as if the reference therein to “6. 01), G.1) or G.2)” were a 
reference to “(j.01) or Gj.1)”. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(p) [Repealed] 


History: Para. 60(p) repealed by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 2(2), applicable to 1995 et seq. Para. 60(p) formerly read: 


(p) overpayment of allowance — the amount of any over- 
payment of an allowance included under subsection 56(5) in 
computing the taxpayer’s income for the year or a preceding 
taxation year or an amount included because of subparagraph 
115(2)(e)Gii) in computing the. taxpayer’s taxable income 
earned in Canada for the year or a preceding taxation year to 
the extent of the amount thereof repaid in the year under the 
Family Allowances Act, or under a law of a province that pro- 
vides: for the payment of an allowance similar to the family 
allowance provided under the Family Allowances Act; 


Para. 60(p) substituted by 1994, c. 7, Sch. VII (1992, c. 48), subsec. 
2(1), applicable to 1990 et seq., and is to be repealed by subsec. 2(2) 
applicable to 1995 et seq. Para. 60(p) formerly read: 


(p) overpayment of allowance — the amount of any over- 
payment of an allowance included in computing the tax- 
payer’s income for the year or a preceding taxation year by 
reason of subsection 56(5) of this Act or subsection 56(8) of 
the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, or an amount included in computing the tax- 
payer’s taxable income earned in Canada for the year or a 
preceding taxation year by virtue of subparagraph 
115(2)(e)Gii) to the extent of the amount thereof that has been 
repaid in the year under the Family Allowances Act, or under 
a law of a province that provides for the payment of an allow- 
ance similar to the family allowance provided under the Fam- 
ily Allowances Act; 


Pre-RSC History: Para. 60(p) substituted by 1985, c. 45, subsec. 
25(2), applicable to 1984 et seg. Para, 60(p) formerly read: 


(p) overpayment of allowance — the amount of any over- 
payment of an allowance included in computing his income 
in a previous year by virtue of subsection 56(5) or (8) or an 
amount included in his taxable income in a previous year by 
virtue of subparagraph 115(2)(e)(Gii) to the extent that the 
overpayment has been repaid or recovered in the year under 
the Family Allowances Act, 1973, or under a law of a prov- 
ince that provides for the payment of an allowance similar to 
the family allowance ‘provided under the Family Allowances 
Act, 1973, otherwise than by the deduction or withholding 
thereof from any other payment made under that Act or any 
such law; 


Para. 60(p) added by 1973-74, c. 44, s. 24, proclaimed in force Jan- 
uary 1, 1974. 
(q) refund of income payments — where the 
taxpayer is an individual, an amount paid by the 
taxpayer in the year to a person with whom the 
taxpayer was dealing at arm’s length (in this par- 


S. 60(r) 


agraph referred to as the “payer’’) if 


(i) the amount has been included in computing 
the income of the taxpayer in a preceding tax- 
ation year as an amount described in subpara- 
graph 56(1)(m)(i) or paragraph 56(1)(0) paid 
to the taxpayer by the payer, 


(11) at the time the amount was paid by the 
payer to the taxpayer a condition was stipu- 
lated for the taxpayer to fulfil, 


(iii) as a result of the failure of the taxpayer to 
fulfil the condition referred to in subparagraph 
(ii) the taxpayer was required to repay the 
amount to. the payer, ' 


(iv) during the period for which the amount 
referred to in subparagraph (i) was paid the 
taxpayer did not provide other than occasional 
services to the payer as an officer or under a 
contract of employment, and 


(v) the amount was paid to the taxpayer for 
the purpose of enabling the taxpayer to further 
the taxpayer’s education; 

Related Provisions: 56(1)(p) — Refund of scholarships, bursa- 


ries and research grants. See additional Related provisions and Defi- 
nitions at end of s. 60. 


Pre-RSC History: Subpara, 60(q)(i) amended by 1985, c. 45, 
subsec. 25(3), to substitute “his income for the year or a preceding 
taxation year” for “the income of the taxpayer in a preceding taxa- 
tion year’, applicable to. 1984 et seq. 


Subpara. 60(q)(i) substituted by 1980-81-82-83, c. 140, subsec. 
28(11), applicable to 1981 et seg. Subpara. 60(q)(i) formerly read: 


(i) the amount has been included in computing the income of 
the taxpayer in a previous year as a wage or salary or as an 
amount described in subparagraph 56(1)(n)(i) or paragraph 
56(1)(0) paid to him by the payer, 
Para. 60(q) added by 1974-75-76, c. 26, subsec. 30(3), applicable to 
1974 et seq. 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-340R: Scholarships, fel- 
lowships, bursaries and research grants. 


(r) amounts included under subsec. 
146.2(6) — where an amount has been included 
in computing the income of the taxpayer by vir- 
tue of subsection 146.2(6) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952 (as it read in its application to the 1985 tax- 
ation year) for any of the taxpayer’s three imme- 
diately preceding taxation years, the taxpayer 
may deduct the lesser of 


(i) the amount that had been so included in 
computing the taxpayer’s income, and 


(ii) the total of all amounts used by the tax- 
payer to acquire in the year the taxpayer’s 
owner-occupied home (within the meaning as- 
signed by paragraph 146.2(1)(f) of the Income 
Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, as it read in its application to 
the 1985 taxation year), 


except that no amount may be deducted by the 
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taxpayer for the year under this paragraph if an 
amount has been. deducted 


(iii) under subsection 146.2(6.1) of the Income 
Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952 (as it read in its application 
to taxation years before 1986) in computing 
the taxpayer’s income for any taxation year 
ending before 1986, or 


(iv) under this paragraph for any preceding 
taxation year ending after 1985; 


Related Provisions: See Related i and Definitions at 
end of s. 60. 


Pre-RSC History: Para. 60(r) substituted by 1986, c. 6, s. 29, 
applicable to 1986 et seg. Para. 60(r) formerly read: 


(r). contribution under a registered home ownership 
savings plan — any amount that by virtue of section 146.2 
is deductible in computing the income of the taxpayer for the 
taxation year; and 


Para. 60(r) substituted byt 1977-78, c. 1, subsec. 25(3). Para. 60(r) 
formerly read: 


(r) an amount paid by the taxpayer as a contribution under a 
registered home ownership savings plan as permitted by sec- 
tion 146.2. 


Para. 60(r) added by 1974-75-76, c. 26, subsec. 30(3), applicable to 
1974 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
et of the Revised Statutes of Canada, 1952”). 


(s) repayment of policy loan — the total of 
all repayments made by the taxpayer in the year 
in respect of a policy loan (within the meaning 
assigned by subsection 148(9) made under a life 
insurance policy, not exceeding the amount, if 
any; by which 


(i) the total of all amounts required by subsec- 
tion 148(1) to be included in computing the 
taxpayer’s income for the year or a preceding 
taxation year from a disposition described in 
paragraph (b) of the definition “disposition” in 
subsection 148(9) in respect of that policy 


exceeds 


_ (ii) the total of all: repayments made by the 
taxpayer in respect of the policy -loan. that 
were deductible in computing the taxpayer’s 
income for a preceding taxation year; 


Related Provisions: 148(9) — “value”. See additional Related 
provisions and Definitions at end of s. 60. 


History: That portion of para. 60(s) preceding subpara. (i) Amended 
by 1994, c. 7, Sch. VUI (1993, c. 24), subsec. 20(10), to substitute 
“all repayments” for “payments”, applicable to repayments made af- 
ter December 20, 1991. 


Pre-RSC History: Para. 60(s) added by 1985, c. 45, subsec. 25(4), 
applicable to 1982 et seq. 


(t) amount included under para. 56(1 \(x) or 
(z) or subsec. 70(2) — where an amount in 
respect of a retirement compensation arrange- 
ment is required by paragraph 56(1)(x) or (z) or 
subsection 70(2) to be included’ in computing the 
taxpayer’s income for the year, an amount equal 
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to the lesser of 


(i) the total of all amounts in respect of the 
arrangement so required to be included in the 
taxpayer's income for the year, and 


(11) the amount, if any, by which the total of 


(A) all amounts, other than amounts de- 
ductible under paragraph 8(1)(m.2), con- 
tributed under the arrangement by the tax- 
payer while it was a_ retirement 
compensation arrangement and before the 
end of the year, 


(B) all amounts paid by the taxpayer 
before the end of the year. and at a time 
when the taxpayer was resident in.Canada 

_ to acquire an interest in the arrangement, 
and 


(C) all amounts that were received or be- 
came receivable by the taxpayer before the 
end of the year and at a time when the tax- 
payer was resident in Canada as proceeds 
from the disposition of an interest in the 
arrangement, : 


exceeds the total of all amounts deducted 
under this paragraph or paragraph (u) in re- 
spect of the arrangement in computing the 
taxpayer's income for a preceding taxation 
year; 


Subdiv. e — Deductions in Computing Income S. 60(u)(iD)(A) 


Related Provisions: 107.2 — Distribution by retirement com- 
pensation arrangement. See additional Related provisions and Defi- 
nitions at end of s. 60. 


Pre-RSC History: Cl, 60(t)(ii)(A)- pucuied Sy 1990, C355 ae 
sec, 5(8), to add “ , other than amounts deductible under paragraph 
8(1)(n. 2),”, applicable to. (1989 et seq. 


(u) amount included dader para. 
-56(1)(y) — where an amount in respect of a re- 
tirement compensation arrangement is required 
| by paragraph S6(1)(y) to be included in comput- 
ing the taxpayer’s income for. the year, an amount 
equal to the lesser of ; 


(i) the total of all amounts in n respect of the 
arrangement so required to be included in the 
_ taxpayer’s income for the year, and 


oo} the amount, if any, by which the total of 


_ (A) all amounts, other than amounts de- 
ductible under paragraph 8(1)(m.2), con- 
tributed under the arrangement by the tax- 
payer while it was a retirement 
compensation arrangement and before the 
end of the year, and : 


(B) all amounts paid. by the taxpayer 
before the end of the year and at a time 
when the taxpayer was resident in Canada 

to acquire an interest in the peepecment 


exceeds the total of 


(C) the total of all amounts deducted under 
paragraph (t) in respect of the arrangement 
in computing the taxpayer’s income for the 
year or a preceding taxation year, and 

(D) the total of all amounts deducted under 
this paragraph in respect of the arrange- 
ment in computing the taxpayer’s income 
for a preceding taxation year; 
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Related Provisions: 56(1)(y) — Retirement compensation ar- 
rangements; 107.2 — Distribution by a retirement compensation ar- 
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rangement. See additional Related provisions and Definitions at end 
of s. 60. 
Pre-RSC History: Cls. 60(u)(ii)(A) amended by 1990, c. 35, sub- 
sec. 5(9), to add “, other than amounts deductible under paragraph 
8(1)(m.2),”, applicable to 1989 et seq. 
Paras. 60(t), (u) added by 1987, c. 46, subsec. 17(2), applicable after 
October 8, 1986. 
(v) contribution to a provincial pension 
plan — the least of 


(i) the amount contributed by the taxpayer to 
the taxpayer’s account under a prescribed pro- 
vincial pension plan in the year or within 60 
days after the end of the year to the extent that 
the amount has not been deducted in comput- 

_ing the taxpayer’s income for a preceding tax- 
ation year, 


(ii) the prescribed amount for the year in re- 
spect of the plan, and 


(iii) the amount by which the taxpayer’s 
RRSP deduction limit for the year exceeds the 
total of the amounts deducted under subsec- 
tions 146(5) and (5.1) in computing the tax- 
payer’s income for the year; 


Related Provisions: 18(11)(g) — No deduction for interest paid 
on money borrowed to make contribution; 60(1)(v)(B.2) — Transfer 
of premium under RRSP; 118(3) — Pension tax credit; 60.02 — 
60(v)(iii) applicable since 1991; 146(1) — Unused RRSP deduction 
room; 146(21) — Transfer from prescribed provincial pension plan. 
See additional Related provisions and Definitions at end of s. 60. 


Pre-RSC History: Subpara. 60(v)(iii) substituted by 1990, c. 35, 
subsec. 5(10), applicable to 1991 et seq. Subpara. (iii) formerly 
read: 


(iii) the amount by which the amount determined in respect of 
the taxpayer for the year under paragraph 146(5)(a) or (b) 
(whichever is applicable in respect of the taxpayer) exceeds 
the aggregate of the amounts deducted under subsections 
146(5) and (5.1) in computing his income for the year. 


Para. 60(v) added by 1987, c. 46, subsec. 17(2), applicable to 1987 
et seq. except that, for the 1987 taxation year, the reference in sub- 
para. (i) to “in ie year” shall be read as a reference to “before the 
end of the year”. 


Regulations: 7800(1) (prescribed provincial pension plan is the 


Saskatchewan Pension Plan); 7800(2) (prescribed amount). 


Interpretation Bulletins: IT-124R6: Contributions to Bate 
retirement savings plans. 


Forms: T2097: Identification of amounts transferred to an RRSP. 


(v.1) Ul benefit repayment — any benefit re- 
payment payable by the taxpayer under Part VII 
_ of the Employment Insurance Act on or before 
April 30 of the following year, to the extent that 
the amount was not deductible in computing the 
taxpayer’s income or taxable income for any pre- 
ceding taxation year; and 
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Related Provisions: 56(1)(a)(iv) — Unemployment. insur- 
ance/employment insurance benefits taxable; 56(9)— Meaning of 
“income for the year”; 60(n)(iii) — Deduction for repayment under 
other Parts of the UI/EI Act; 63(2) — Child care 5 veep leas 
come exceeding income of supporting person. 


History: Para. 60(v.1) amended by 1996, ..23., para. '187(d), to 
substitute “Employment Insurance Act” ‘for “Unemployment Insur- 
ance Act’, in force June 30, 1996." 


Para. 60(v.1) added by 1994, c. a Sch. II 1991, C. 49) subsec. 


34(6), applicable to 1989 et seq. 


(w) tax under Part I.2 — the amount of the tax- 
payer’s tax payable under Part 1.2 for the year. 


Related Provisions: 56(9) — Meaning of “income for the year”; 
180.2 — OAS benefits clawback. See additional Related provisions 
and Definitions at end of s. 60. 


Pre-RSC History: Para. 60(w) added by 1990, c. 39, ‘subsec. 
12(2), applicable to 1989 et seq. 


Related Provisions [s. 60]: 4(2), (3) Whether’ Geaietons 
under s. 60 are applicable to a particular source. 


Definitions [s. 60]: “allowance” — 56(12); sherbevtnsieyit): 
“annuitant” — 146(1), 146.3(1); “annuity”, “benefit under a de- 
ferred profit sharing plan”; “business” — 248(1); “Canada” — 255; 
“child” — 252(1); “child support. amount’, “commencement 
day” — 56.1(4), 60.1(4); “death benefit” — 248(1); “deferred profit 
sharing plan” — 147(1), 248(1); “eligible amount” + 60.01; “em- 
ployee”, “employee benefit plan”, “employer”, “employment” — 
248(1);‘‘estate” — 104(1), 248(1); “income-averaging annuity con- 
tract” — 61(4), 248(1); “individual” — 248(1); “life insurance pol- 
icy” — 138(12), 248(1); “marriage” — 252(4)(b); “parent” — 
252(2);. “person”, “prescribed”, “property”, “registered pension 
plan” —248(1); “registered retirement income fund” — 146.3(1), 
248(1); “registered retirement savings plan”, “RRSP deduction 
limit” — 146(1), 248(1); “related” — 251(2); “resident in Can- 
ada” — 250; “retirement compensation arrangement”, “retiring al- 
lowance” — 248(1); “spouse” — 252(3), (4)(a); “superannuation or 
;. “support amount” — 56.1(4), .60.1(4); 
“taxable income” — 2(2), 248(1); “taxation year” — 249; “tax- 
payer” — 248(1); “trust” —104(1), 248(1), (3); “writing” — Inter- 
pretation Act 35(1). 


” 4ée 


60.001: Application of subpara. 60(c.1)(i) — In 
the application of subparagraph 60(c.1)(i) in respect 
of amounts received pursuant to orders made after 
December 11, 1979 under the laws of Ontario, the 
references in that subparagraph to “February 10, 
1988” and “February 11, 1988” shall be read as ref- 
erences to “December 11, 1979” and donate pm 
1979”, respectively. : 

Origin of s. 60.001: R.S.C. 1985, c. 1 (Sth Saen§ (Formerly 


contained in the application rule in 1988, c. 55, s. 37. For the history 


of subparagraph 60(c.1)(i), see under para. 60(c).) 
Definitions: “amount” — 248(1). 


60.01 Eligible amount — For the purpose of para- 
graph 60(), the amount, if any, by which 


(a) the amount of any payment received by a tax- 
payer in a taxation year out of or under a foreign 


S. 60.1(1) 


retirement arrangement and included in comput- 
ing the taxpayer’s income. because of clause 
56(1)(a)G)(C.1) (other than any portion thereof 
that is included in respect of the taxpayer for the 
year under subparagraph 60(j)(i) or that is part of 
a series of parodie shcanabcid 

exceeds 


(b) the portion, if any, of the payment included 
under paragraph (a) that can reasonably be con- 
‘sidered to derive from contributions to the for- 
eign retirement arrangement. made by a person 
1 OE than the taxpayer or the taxpayer’s spouse 
“or former, spouse, 


is aneligible amount in respect of the taxpayer for 
the year. 


History: Para. 60. 01(b) amended by 1994, c. 7, Sch, VIII. (1993, ¢. 
24), s. 21, applicable after 1992. Para. (b) formerly read: 


(b), the portion, if any, of the payment included under para- 
graph (a) that can: reasonably be considered to derive. from 
contributions, to the foreign retirement arrangement made. by 
a person other than, the taxpayer or the. taxpayer’s spouse 
(within the meaning assigned by subsection 146(1.1)) or for- 
mer spouse 

S. 60.01 added by 1994, c. 7, Sch. If (1991, ¢. 49), 's.'35, applicable 
to payments received: after July 13, 1990, 

Definitions [s. 60.01]: “amount” — 248(1);. “foreign retirement 
arrangement” — 248(1); “former spouse” — 252(3); “person” — 
2480); “spouse” — 252(4)(a);" “taxation irs “tax- 
payer’ — 248(1). 

Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


Forms: T2097: Identification. of amounts transferred to an RRSP. 


60.02 Application of subpara. 60(v)(iii)— Sub- 
paragraph' 60(v)(i1i). is’ applicable to the 1991 and 
subsequent taxation years. ~ 


Origin of s. 60.02: R:S.C.\ 1985) c: 1 (Sth Supp.). (Formerly 
contained in the application rule in 1990, c.'35, s. 5.) 


Definitions: “taxation year” — 249. ' 


60.1 (1) Support — For the purposes of paragraph 


60(b) and subsection 118(5),°where an order or 
agreement, or any variation thereof, provides for the 
payment of an amount.by a taxpayer to a person or 
for the benefit of the person, children in the person’s 
custody or both the person and those poulren, the 
amount or any part thereof 


_(a) when. payable, is deemed to be payable to. and 
receivable by that person; and 
(b) when paid, is deemed to have been paid to 
and received by that person. | 
Related Provisions: 60.11:— Application to orders made in On- 
tario.after May 6, 1974. 
History: Subsec. 60.1(1) amended by 1997, c. 25, subsec. 11(1), 
applicable to amounts paid after 1996. Subsec. (1) formerly read: 


60.1 (1) Maintenance payments — Where a decree, order, 
judgment or written agreement described in paragraph 60(b) 
or (c), or any variation thereof} provides for the periodic pay- 
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ment of an amount by a taxpayer 
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Subsec. 60.1(1) substituted for s. 60.1 by 1984, c. 45, s. 20, applica- 
ble in respect of payments made after 1983. S. 60.1 formerly read: 


(a) to a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(ii) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
province, an individual of the opposite sex who is the 
natural parent of a child of the taxpayer, or 


(b) for the benefit of the person, children in the custody 
of the person or both the person and those children, 


the amount or any part thereof, when paid, shall be deemed 
for the purposes of paragraphs 60(b) and (c) to have been 
paid to and received by that person. . 


Subsec. 60.1(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
22, applicable (by subsec. 22(2), as amended by 1994, c. 21, s. 135) 
to amounts paid under a decree, order or judgment made by a com- 
petent tribunal after 1992 or under a written agreement entered into 
after 1992 other than such a decree, order or judgment, or written 
agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (1) formerly read: 


(1) Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 60(b), (c) or (c.1), 
or any variation thereof, has been made providing for the pe- 
riodic payment of an amount by a taxpayer 


(a) to a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(ii) where the amount is paid pursuant to an order 
made by a competent tribunal after February 10, 
1988 in accordance with the laws of a province, an 
individual of the opposite sex who 


(A) before the date of the order cohabited with 
the taxpayer in a conjugal relationship, or 


(B) is the natural parent of a child of the tax- 
payer, or 


(b) for the benefit of the person or children in the custody 
of the person, or both the person and those children, 


the amount or any part thereof, when paid, shall be deemed, ° 
for the purposes of paragraphs 60(b), (c) and (c.1), to have 
been paid to and received by that person. 


Pre-RSC History: Subsec. 60.1(1) substituted by 1988, c. 55, 
subsec. 38(1), applicable 


(a) with respect to orders made under the laws of Ontario, to 
1986 et seq., and 


(b) in any other case, to 1988 et seq., 


except that, with respect to amounts paid pursuant to orders made 
after May 6, 1974 under the laws of Ontario, in applying subpara. 
60.1(1)(a)(i1), the reference therein to “February 10, 1988” shall be 
read as a reference to “May-6, 1974”. (See s. 60.11.) Subsec. 
60.1(1) formerly read: 


60.1 (1) Where, after May 6, 1974, a decree, order, judgment 
or written agreement described in paragraph 60(b), (c) or 
(c.1), or any variation thereof, has been made providing for 
the periodic payment of an amount by the taxpayer to or for 
the benefit of a person who is his spouse, former spouse, or, 
where the amount was paid pursuant to an order made in ac- 
cordance with the laws of a province, an individual within a 
prescribed class of persons described in the laws of the prov- 
ince, or for the benefit of children in the custody of such a 
person, the amount or any part thereof, when paid, shall be 
deemed, for the purposes of paragraphs 60(b), (c) and (c.1), 
to have been paid to and received by that person if, at the 
time the payment was received and throughout the remainder 
of the year in which the payment was received, the taxpayer 
was living apart from that person. 
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60.1 Where, after May 6, 1974, a decree, order, judgment or 


‘written agreement described in paragraph 60(b), (c) or (c.1), 


or any variation thereof, has been made providing for the pe- 
riodic payment of an amount by the taxpayer to or for the 
benefit of a person who is his spouse, former spouse, or an 
individual within a prescribed class of persons described in 
the laws of a province, or for the benefit of children in the 
custody of such a person, the amount or any part thereof, 
when paid, shall be deemed, for the purposes of paragraphs. 
60(b), (c) and (c.1), to have been paid to and received by that 
person if, at the time the payment was received and through- 
out the remainder of the year in which the payment was re- 
ceived, the taxpayer was living apart from that person. 


(2) Agreement — For the purposes of section 60, 
this section and subsection 118(5), the amount deter- 
mined by the formula 


A+B 


where 
A is the total of all amounts each of which is an 


amount (other than an amount that is otherwise a 
support amount) that became payable by a tax- 
payer in a taxation year, under an order of a com- 
petent tribunal or under a written agreement, in 
respect of an expense (other than an expenditure 
in respect of a self-contained domestic establish- 
ment in which the taxpayer resides or an expendi- 
ture for the acquisition of tangible property that is 
not an expenditure on account of a medical or ed- 
ucation expense or in respect of the acquisition, 
improvement or maintenance of a self-contained 
domestic establishment in which the person de- 
scribed in paragraph (a) or (b) resides) incurred in 
the year or the preceding taxation year for the 
maintenance of a person, children in the person’s 
custody or both the person and those children, 
where the person is 


(a) the taxpayer’s spouse or former spouse, or 


(b) where the amount became payable under 
an order made by a competent tribunal in ac- 
cordance with the laws of a province, an indi- 
vidual who is a parent of a child of whom the 
taxpayer is a natural parent, 


and 


B is the amount, if any, by which 


(a) the total of all amounts each of which is-an 
amount included in the total determined for A 
in respect of the acquisition or improvement 
of a self-contained domestic establishment in 
which that person resides, including any pay- 
ment of principal or interest in respect of a 
loan made or indebtedness incurred to fi- 
nance, in any manner whatever, such acquisi- 
tion or improvement 


exceeds 


(b) the total of all amounts each of which is an 
amount equal to '/s of the original principal 
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amount of a team or indebtedness Sieeebed 3 in 
paragraph (a),° 


is, where the order or written agreement, as the case _ 


may be, provides that this subsection and subsection 
56.1(2) shall apply to any amount paid or payable 


thereunder, deemed to be an amount payable by the — 
taxpayer to that person and receivable by that person | 
as:'an allowance on a periodic basis, and that person © 


is deemed to: have discretion as to the use of that 
amount. 


History: The portion of ra 60.1(2) before the formula, the . 
description of A, and the closing words of subsec. (2), amended by | 
1997, c. 25, subsecs. 11(2)-(4), applicable to amounts. paid after 


1996. Those portions formerly read: 


(2) For the purposes of paragraphs 60(b) and (c), the amount 
determined by the formula 


$e 29 po be <6 


A is the total of all amounts each of which is an amount 
(other than an amount ‘to which’ paragraph 60(b) or (c) 
otherwise applies) paid by a taxpayer in-a taxation ‘year, 
-under.a decree, order or judgment of a competent tribunal 
or under a written agreement, in respect of an expense 

_ (other than an expenditure in respect of a self-contained 
_ domestic establishment in which the taxpayer resides or 
an expenditure for the acquisition. of tangible property... 
that is not an expenditure on account of a medical or edu- 
cation expense or in respect of the acquisition, improve- 
ment or maintenance of a self-contained domestic estab- 
lishment in which the person described in paragraph (a) 
or (b) resides) incurred in the year or the preceding taxa- 
tion year for maintenance of a person. who is 


(a) the taxpayer’s spouse or former spouse, Or 


(b) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
province, an individual of the opposite sex who is the 
natural parent of a child of the taxpayer, 


or for the. maintenance of children in the person’s custody 
or both the person and those children, if, at the time the 
expense was incurred and throughout the remainder of 
the year, the taxpayer was iS vine separate and apart from 
‘that person, and ° 


shall, wheré the decree, order, judgment or written agree- 
ment, as the case may be, provides that this subsection and 
subsection 56.1(2) shall apply to any payment made thereun- 
der, be deemed. to be an amount paid by the taxpayer and re-.’ 
ceived by that dean as an:allowance payable:on a oo 

' basis. 


Subsec. 60.1(2) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
22, applicable (by subsec. 22(2), as amended by 1994, c.21, s. 135) 
to amounts paid under a decree, order or judgment made by a com- 
petent tribunal after 1992 or under a written agreement entered into 
after 1992 other than such a decree, order or judgment, or written 


agreement, made with respect to a marriage breakdown that oc- 


curred before 1993, Subsee. (2) formerly read:> 


(2) For the purposes of paragraphs 60(b), (c) and .(c.1), the 
amount, if any, by which 


(a) the total of all amounts each of which is an amount 
_-(other, than.an amount.to which paragraph 60(b), (c) or 
(c.1) otherwise applies) paid by a taxpayer in a taxation 
year, pursuant toa decree, order or judgment of a. compe- 
tent tribunal or pursuant toa written agreement, in rée- 
spect of an expense (other than an’ expenditure in respect 
of-a self-contained domestic establishment in which the 
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taxpayer resides or an expenditure for the acquisition of 
tangible property that is not an expenditure on account of 
a medical or educational expense or in respect of the ac- 
quisition, improvement or maintenance ‘of ‘a’ self-con- 
tained domestic establishment in which the person de- 
scribed in subparagraph (i) or (ii) resides) incurred in the 
yeat or the immediately preceding taxation year for 
» maintenance of aperson who is, : 


(i) ‘the taxpayer’ $s’ spouse or former spouse, or 


(ii) where the amount is paid pursuant to an order 
made by a competent. tribunal after February “10, 
1988 in accordance with the laws of a province, an“ 
individual of the opposite sex. who 


(A) before ‘the date ofthe order Soltabited with 
the taxpayer'in a conjugal relationship, or 


(B) is the natural parent of a child, of, the 
taxpayer, 


_ or for the maintenance of ans baie in the, person’ s custody 
or both the person and those children if, at the time the ~ 
expense was incurred and throughout the remainder of 

the year, the Neen was living “dhe from that person 


"exceeds 
(b) the amount, if any, by which 


(i) the: total’ of all’ amounts’ each of which ‘is an 
amount included in the total determined under :para- 
graph (a) in respect of the acquisition or impreve- 
ment of a self-contained domestic establishment in 
which that person resides, including any payment of 
principal or interést in respect of a loan’ made or in- 
debtedness. incurred to finance,’in any manner 
+) whatever, the acquisition or improvement 


exceeds / 


(ii) the total of all amounts each of which is an 
‘amount equal to /s of the: original principal amount 
of a loanvor indebtedness described in basa 
Gi) | 
shall; where the. decree, oftita! iieariea Or written: agree- 
‘ment, as:the case may be, provides that this subsection and 
subsection 56.1(2) shall apply to any payment made pursuant 
thereto, be deemed to be an amount paid by the taxpayer and 
received by that person as an allowance payable on a periodic 
basis. s S 


Pre-RSC History: Para. 60. 1@y(ay Substituted Si 1988, c. 55, 
subsec.38(2), applicable 


(a) with respect to orders made Bader the laws of Ontario, to 
1986 et seq., ‘and 


.(b) in any other case, to 1988 et seq. 
Para. (a) formerly read: 


(a) the ‘aggregate of:all amounts each of which is an amount 
(other than’ an amount to which paragraph 60(b), (c) or(c.1) 
otherwise applies) paid by a:taxpayer in a taxation year, pur- 
suant to)a decree, order or judgment of a competent tribunal 

‘or pursuant to a written agreement, in respect of an expense 
(other than an expenditure in respect of a self-contained do- 
mestic establishment of the taxpayer or an expenditure for the 
acquisition of tangible property that is not an expenditure on 

__account of a medical or educational expense or in respect of 
the acquisition, improvement or maintenance of an owner-oc- 

3 cupied home of a person described in subparagraph (i) or (ii)) 
incurred in the year or the immediately preceding taxation 
year for maintenance of a person who is 


(i) the taxpayer’s spouse or former spouse, or 


_ (ii) where the amount was paid pursuant to an order made 
in accordance with the laws of a province, an individual 
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within a prescribed class of persons described in the laws 
of the province, 
or for the maintenance of children of that person in that per- 
son’s custody, or both that person and such children, if at the 
time the expense was incurred and throughout the remainder 
of the year, the taxpayer was living apart from that person, 


Subpara. 60.1(2)(b)(i) amended by. 1988, c. 55, subsec. 38(3), to 
substitute “a self-contained domestic establishment in which that 
person resides” for “an owner-occupied home of that person”. 
Subsec. 60.1(2) added by 1984,.c. 45, s, 20, applicable in respect of 
payments made after 1983. “ 

Selected Cases [subsec. 60.1(2)]: Larsson v. Canada, [1996] 3 
C.T.C. 2430 (TCC) (Inclusion/deduction process should be 
favoured in ambiguous or doubtful cases). 


(3) Prior payments — For the purposes of this 
section and section 60, where a written agreement or 
order of a competent tribunal made at any time in a 
taxation year provides that an amount paid before 


that time and in the year or.the preceding taxation | 


year is to be considered to have been paid and re- 
ceived thereunder, 


(a) the amount is deemed to have been paid there- 
under; and 


(b) the agreement or order is deemed, except for 
the purpose of this subsection, to have been made 
on the day on which the first such amount was 
paid, except that, where the agreement or order is 
made after April 1997 and varies a child support 
amount payable to the recipient from the last such 
amount paid to the recipient. before May 1997, 
each varied amount of child support paid under 
the agreement or order is deemed to have been 
payable under an agreement or order the com- 
mencement day of which is the day on which the 
first payment of the varied amount is required to 
be made. : 


History: Subsec. 60.1(3) amended by 1997, c. 25, subsec. 11(5), 
applicable to amounts paid after 1996. Subsec. (3) formerly read: 


(3) For the purposes of this section and section 60, where a 
decree, order or judgment of a competent tribunal or a written 
agreement made at any time in a taxation year provides that 
an amount paid before that time and in the year or the preced- 
ing taxation year is to be considered to have been paid and 
received thereunder, the amount shall be deemed to have 
been paid thereunder. 


Subsec. 60.1(3) amended’ by 1994, c. 7, Sch. VIII (1993,:c. 24), s. 
22, applicable (by subsec: 22(2) as amended by 1994; c: 21; s. 135) 
to amounts paid under a decree, order or judgment made by a com- 
petent tribunal after 1992 or under a written agreement entered into 
after 1992 other than such a:decree, order or judgment, or written 
agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (3) formerly read: 


(3) For the purposes of this section and section 60, where a 
decree, order or judgment of a competent tribunal or a written 
agreement made at any time in a taxation year provides that 
an amount paid before that time and in the year or the imme- 
diately preceding taxation year is to be considered as having 
been paid and received pursuant thereto, the following rules 


apply: 
(a) the amount shall be deemed to have been paid pursu- 
ant thereto; and - 
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(b) the person who made the payment shall be deemed to 
have been separated pursuant to a divorce; judicial sepa- 
ration or written separation agreement from the person’s 
spouse or former spouse ‘at the time the payment was 
made and throughout the remainder of the year. 


Pre-RSC History: Subsec. 60.1(3) added by 1984, c. 45, s. 20, 
applicable in respect of payments made after 1983. 


(4) Definitions — The definitions in subsection 
56.1(4) apply in this section and section 60. 


History: Subsec. 60.1(4) added by 1997, c. 25, subsec. 11(6), ap- 
plicable after 1996. 


Related Provisions [s. 60.1]: 56.1 — Maintenance payments; 
252(3), (4) — Extended meaning of “spouse” and “former spouse”. 


Pre-RSC History [s. 60.1]: S. 60.1 substituted by 1980-81-82-83, 
c. 140, s. 29, applicable with respect to payments made (a) in the 
case of an order made after December 11, 1979, after that date; and 
(b) in any other case where the taxpayer and the recipient agree in 
writing at any time in a taxation. year, in the year and subsequent 
taxation years. S. 60.1 was amended to add references to para. 
60(c.1) and:to substitute “within a prescribed class of persons de- 
scribed in: the laws of a province” for “referred to in paragraph 
73(4)(d)”. 


S. 60.1 substituted by 1980-81-82-83, c. 48, s. 30, applicable with 
respect to payments made (a) in the case of an order made after 
December 11, 1979, after that date; and (b) in any other case where 
the taxpayer and the recipient agree in writing at any time in a taxa- 
tion year, in _ the year and subsequent taxation years. S. 60.1 for- 
merly read: 


60.1 Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 66(b) or (c), or any 
variation thereof, has been made providing for the periodic 
payment of an amount by the taxpayer to or for the benefit of 
his spouse, former spouse or children of the marriage in the 
custody of the spouse or former spouse, the amount or any 
part thereof, when paid, shall be deemed to have been paid to 
and received by the spouse or former spouse if the taxpayer 
was living apart from the spouse or former spouse at the time 
the payment was received and throughout the remainder of 
the year in which the payment was received. 


S. 60.1 added by 1974-75-76, c. 26, s. 31, applicable in respect of 
amounts paid after May 6, 1974. 


Selected Cases [s. 60.1]: Lariviére v. The Queen, [1989] 1 
C.T.C. 297 (FCA) (Maintenance sum payable periodically to former 
spouse deductible). 


Definitions [s. 60.1]: “amount” — 248(1); “child” — 252(1); 
“child: support amount’, “commencement day” — 56.1(4), 60.1(4); 


“former sd ieaksiy ebay “housing unit” — 56.1(4); “individ- 
ual’ ““ ” + £6 an “prescribed”, “princi- 
pal amount”, “property” — 248(1); “province” — Interpretation 


Act 35(1); “received” — 248(7); “self-contained domestic establish- 
ment” — 248(1); “spouse” — 252(3), (4)(a); “support amount” — 
56.1(4), 60.1(4); “taxation year” = 249; “taxpayer” — 248(1); 
“written” — Interpretation Act 35(1) [writing]. 

Regulations [s. 60.1]: 6502 (prescribed class of persons). 


Interpretation Bulletins [s. 60. Me IT-118R3: Alimony and 
maintenance. 


60.11 Application of subpara. 60.1(1)(a)(ii) — 
In the application of subparagraph 60.1(1)(a)(ii) in 
respect of amounts paid pursuant to orders made af- 
ter May 6, 1974 under the laws of Ontario, the refer- 
ence in that subparagraph to “February 10, 1988” 
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shall be read as a reference:to “May 6; 1974”. 


Origin of s: 60.11: R.S.C. 1985, c. 1 (5th wens wena y i in the 
application rule in 1988, c. 55, s. 38:) . 


Definitions: “amount” — zie 1). 


60.2 (1) Refund ‘of: Undeducted ' ast service 
AVCs— There may be deducted in computing a 
taxpayer's income for a taxation: speed an amount 
equal to the total of Ui 


(a) whete the’ taxation year ends before 1991, the 
‘total of all amounts each of which is that portion 
of an amount paid to the taxpayer before 1991 
and. included. by “reason ' of »subparagraph 
56(1)(a)(i)) or paragraph 56(1)(h) or (t) in com- 
puting the taxpayer’s°income for:the year.or a 
preceding taxation year that’can reasonably be 
considered to be a refund of additional voluntary 
contributions made by the taxpayer before Octo- 
ber 9, 1986 to a registered pension. plan for the 
taxpayer’s benefit in respect of services.rendered 
_ by the taxpayer before the year in which the con- 


‘tributions were made, to the extent that the con- | 


tributions were not deducted in computing the 
taxpayer's income for any taxation fl and 


(b) the least of 
(i) $3,500, 
(ii) the total of all amounts each of which is an 
amount included after 1986 by reason of sub- 
paragraph 56(1)(a)(i) or paragraph 56(1)(d. 2), 
' (h) or (t) in computing the are § income 
for the year, and 


(iii) the balance of the’ lnitioed Silanes 
contributions of the taxpayer at the end of the 
year. 


Related Provisions: 8( eke ea Employee’ s RRP contributions; 
60G.01) — Transfer of surplus. ’ 


(2) Definition of “balance. of the annuitized 
voluntary contributions” — For the purposes of 
subsection (1), “balance of the annuitized voluntary 


contributions” of a taxpayer at the end of a taxation 


year means the amount, if any, by which 


(a) such part of the total of all amounts each of 
which is an additional voluntary contribution 


made by the taxpayer to a registered pension plan | 


before October 9, 1986 in respect of services ren- 
dered by the taxpayer before the year in which 
the contribution was made, to the éxtent that the 
contribution was not deducted in computing’ the 
taxpayer’s income for any taxation’ year, as may 
reasonably be considered. as having ;been 
(i) used before October 9; 1986 to acquire or 
provide: an annuity for the taxpayer’s* benefit 
under a registered pension pat or fegistbred 
retirement savings: plan, or’ 


(ii) transferred before October 9, 1986 to a 
registered retirement income fund under 
which the taxpayer was the annuitant (within 


S. 61(1)(b) Gi) 


‘the meaning assigned by subsdotitm 146. at) 
at the time of the transfer: | 


exceeds 
bernie the total of all amounts each of which is 


(i) an amount deducted under paragraph (1)(b) 
o> in computing the taxpayer’s income for a pre- 
ceding taxation year, or 


(ii); an» amount deducted under paragraph 
(1)(a) in computing the taxpayer’s income for 
the year or a preceding taxation year, to the 
extent that the amount can reasonably be con- 
sidered to be in respect of a refund of addi- 
tional voluntary contributions included in de- 
- termining the total under paragraph (a). 


Pre- RSC History [s. 60.2]: S. 60.2 added by 1990, c. 35, s. 6, 
applicablé to 1986 et seq. 


Definitions. [s. 60.2]: “additional voluntary contribution”, 
“amount”, “annuity” — 248(1): “balance” —60.2(2); esistered 
pension opal a ine “registered retirement income fund” — 
146.3(1), 248(1); “registered retirement savings plan” — 146(1), 
248(1); “taxation year” — 249; ° ‘taxpayer™ — 248(1). . 


61. (1) Payment made as consideration for 
income-averaging annuity — In computing the 
income for a taxation year of an individual resident 
in Canada, there may, be deducted an amount equal 
to the lesser of 


(a) such amount as the individual may claim, not 
exceeding the total of amounts each of whieh't is a 
single payment . 


(i) made by the individual in the year or 

within 60 days after the end of the year as 

consideration for an income- oie annu- 
‘ ity.contract of the individual, -and.. 


(ii) in respect ‘of which no amount has been 
deducted in computing the’ individual’s in- 
come for the immediately preceding taxation 
year, and 


0) the amount, if any, by aki the total of 


'» (i) the remainder obtained when the total of 
the amounts deductible in computing ‘the indi- 
_ vidual’s income for-the year by reason of 
_. paragraphs 60(j). and (1). of this Act and para- 
graph 60(k) of the Income Tax. Act, chapter 
148 of the Revised Statutes of Canada, 1952, 
is deducted from the total of amounts de- 
scribed in, subsection (2) in respect of the indi- 
vidual for the year, 


(ii) the amount, if any, by which the amount 
determined under paragraph 3(b) in respect of 
the individual for the year exceeds the total of 
amounts each of which is an allowable busi- 
ness investment loss of the individual for the 
year, | | . to 

(iii) the individual’s income for the year from 
the production of a literary, dramatic, musical 
or artistic work, 
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(iv) the individual’s income for the year from 
the individual’s activities as an athlete, a mu- 
sician or a public entertainer such as a theatre, 
motion picture, radio or television artist, and 


(iv.1) the amount, if any, by which the amount 
included in computing the income of the indi- 
vidual for the year by virtue of section 59 ex- 
ceeds the total of amounts deducted in com- 
puting the individual's income for the year 
under sections 64°, 66, 66.1, 66.2 and 66.4 
and under section 29 of the Income Tax Appli- 
cation Rules, 


exceeds 


(v) the total of amounts-each of.which is the 
annual annuity amount of the. individual in re- 
spect of an income-averaging annuity contract 
in respect of the consideration for which any 
amount has been deducted under this subsec- 
tion. in computing the individual’s income for 
the year. 

Pre-RSC History: Subpara. 61(1)(b)(iv.1) substituted by 1980-81- 

82-83, c. 48, subsec. 31(1), applicable to taxation years ending after 

December’ 11, 1979, to add reference to's. 66.4. 


Subpara. 61(1)(b)(ii) substituted by 1979,-c. 5, subsec. 18(1), appli- 
cable to 1979 et seq. Subpara. 61(1)(b)Gi) formerly read: 


(11) the amount determined under paragraph 3(b) in respect of 
the individual for the year, 


Subpara. 61(1)(6)(iv.1) substituted by 1977-78, c. 1, s..26, applica- 
ble to 1978 et seg., to add references to ss. 66.1 and 66.2. 


Subpara. 61(1)(b)(iv.1) added by 1973-74, c. 30, s. 5, applicable to 
1973 et seq. 


IT. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(2) Idem — For the purposes of subsection (1), an 
amount described in this subsection in respect of an 
individual for a taxation, year is any following 
amount: } ink 5 
(a) any single payment received by the individual 
in the year 
- (i) out of or under a superannuation or pension 
fund or plan 


(A) on the death, withdrawal or retirement 
from employment of an employee or for- 
mer employee, 


(B) on the winding-up of the fund or plan 
in full satisfaction of all rights of the payee 
in or under the fund or plan, or 


(C) to which the payee is entitled by virtue 
of an amendment to the plan although the 
payee continues to be an employee to 
whom the plan is applicable, 


(ii) on retirement as an employee in recogni- 
tion of long service and not made out of or 
under a superannuation fund or plan, 


“Le., 8. 64 of R.S.C. 1952, c. 148, as amended. 


412 


Income Tax Act, Part I, Div. B 


(iii) pursuant to an employees profit sharing 
plan in full satisfaction of all the individual’s 
rights in or under the plan, to the extent that 
the amount thereof is required to be included 
in computing the individual’s income for the 
year in which the, payment was received, or 


(iv) pursuant to a deferred profit sharing plan 
on the death, withdrawal or retirement from 
employment of an employee or former em- 
ployee, to the extent that the amount thereof is 
required to be included in computing the indi- 
vidual’s income for the year; 


(b) a payment or payments made by an employer 
to the individual as an employee or former em- 
ployee on or after retirement in respect of loss of 


_ office or employment, if made in the year of re- 


tirement or within one year after that year; 

(c) a payment or payments paid to the individual 
as a death benefit, if paid in the year of death or 
within one year after that year; 


(d) any amount included in computing the indi- 
vidual’s income for the year by virtue of subsec- 
tion 146(8), to the extent that the amount is a re- 
fund of premiums, as defined by section 146, 
under a registered retirement savings plan re- 
ceived by the individual under the plan on or af- 
ter the death of the person who was, immediately 
before the person’s death, the annuitant 
thereunder; 


(e) any: amount tichudad in computing the indi- 
vidual’s income for the year by virtue of section 
13, 14 or 23, subsection 28(4) or (5) or paragraph 
106(2)(a), of this Act or subparagraph 
56(1)(a)(viii) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952; 


(f) any amount deemed by section 7 to be a bene- 
fit received by the individual in the year by virtue 
of the individual’s: employment; 


(g) the amount, if any, by which any amount re- 
ceived by the individual in the year as or on ac- 
count of a prize for achievement in a field of en- 
deavour ordinarily carried on by the individual 
exceeds $500; 


(h) any amount included in computing the indi- 
vidual’s income for the year by virtue, of subsec- 
tion 146.2(6) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952; — 


(1) a payment made in the year to an individual by 
virtue of paragraph 51(2)(b) of the Judges-Act; 


(j) except where the individual claimed a deduc- 
tion under paragraph 23(3)(a),of the Income Tax 
Application Rules in computing the individual’s 
income for the year, any amount included in 
computing that income by virtue of paragraph 
23(3)(c) of that Act; and 
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(k) where the individual ceased to- be a member 
of a partnership in the year or the preceding year 
and paragraph 34(a) applied. in computing the in- 
dividual’s income therefrom in the preceding 
year, the amount included in the individual’s in- 
come for the year by virtue of paragraph 3(a) to 
the extent that, having regard to all the circum- 
stances including the proportion in which the 
members of the partnership have agreed to share 
the profits of the partnership, it can reasonably be 
considered to be in respect of the individual’s 
share of the work in progress of the partnership at 
the time the individual ceased to be a member 
thereof, if, during the remainder of the year in 
which the individual ceased to be a member and 
in the following year, the individual did not 


(1) become employed in the business that had 
been carried on by the partnership, 


(i1) carry on a business that is a profession, or 


(iii) become a member of a partnership that 
carries on a business that is a profession. 
Pre-RSC History: Paras. 61(2)(j), (k) added by 1980-81-82-83,.c. 
48, subsec. 31(2), applicable to 1980 et seq. 
Para. 61(2)(e) substituted by 1979, c. 5, subsec. 18(2), applicable in 
respect of amounts received..in respect of a termination after No- 
vember 16, 1978 of an office or employment, to add “subparagraph 
56(1)(a)(vill)”. 
Para..61(2)(i) added by 1976-77, c. 4, subsec. 18(1), applicable to 
1976 et seq. . 
Para. 61(2)(h) added by 1974-75-76, c. 26, s. 32, applicable to 1974 
et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(3) [Repealed under former Act] ° 


Pre-RSC History: Subsec. 61(3) repealed by 1976-77, c. 4, sub- 
sec. 18(2), applicable after May 25, 1976. Subsec. 61(3) formerly 
read: 


(3) Where income-averaging annuity. contract ceases to 
be such — Where a contract that was at any time an income- 
averaging annuity contract of an individual has, at a subse- 
quent time, ceased to be an income-averaging annuity con- 
tract otherwise than by virtue of the surrender, cancellation, 
redemption, sale or the disposition thereof, the individual 
shall be deemed to have received at that subsequent time as 
proceeds of the disposition of an income-averaging annuity 
contract an amount equal to the fair market value of the con- 
tract at that subsequent time and to have acquired the. con- 
tract, as another contract not being an income-averaging an- 
nuity contract, immediately thereafter at a cost to him a 
to that fair market value. 


(4) Definitions — In this section, 


“annual annuity amount” of an individual in re- 
spect of an income-averaging annuity contract means 
the total of the equal payments. described in para- 
graph (c) of the definition “income-averaging annu- 
ity contract” in this subsection that, under the con- 
tract, are receivable by the individual in the twelve 
month period commencing on the day that the first 
such payment under the contract becomes receivable 


S..61(4) inc 


by the individual; 


Pre-RSC History:: The definition annual ‘annuity amount” was 
para: 61(4)(a). 


‘income-averaging annuity contract’ of an indi- 
vidual means a contract between the individual and a 
person licensed or otherwise authorized under the 
laws of Canada or a province to carry on in Canada 
an annuities business or a corporation licensed or 
otherwise authorized under the laws of Canada or a 
province to carry on in Canada the business of offer- 
ing to the public its services as trustee, under which 


(a) in consideration of a qualifying payment as 
consideration under the contract, that person 
agrees to pay to the individual, commencing at a 
time not later than 10 months after the individual 
has made the qualifying payment, 


(i) an annuity to the individual for the individ- 

.ual’s. life, with or without a guaranteed term 
not exceeding the number of years that is the 
lesser of 


(A) 15, and 


(B) 85 minus the age of the individual at 
the, time the annuity payments commence, 
or 


(ii) an annuity to the individual for a guaran- 
teed term described in subparagraph (1),. or 


(b) in consideration of a single payment in re- 
spect of the individual’s 1981 taxation year,’ other 
than a qualifying payment, made by the ‘individ- 
ual as consideration under the contract, that per- 
son makes all payments provided: for under the 
contract to the individual before 1983 


and under which no payments are provided except 
the single. payment. by the individual and, 


(c) in respect of a contract referred to in para- 
graph (a), equal annuity payments that are to be 
made annually or at more frequent periodic inter- 
vals, or 


(d) in respect of a contract referred to in para- 
graph (b), payments ‘described therein’ to: the 
individual; 
Pre-RSC History: The definition “income-averaging annuity con- 
tract” was para. 61(4)(b). See Table of Concordance. 


Para. 61(4)(b) substituted by 1980-81-82-83, c. 140, s. 30(1), appli- 
cable -after November 12, 1981. Para: 61(4)(b) formerly read: 


(b) “income-averaging annuity contract” of an individual 


means a contract 


(i) between the individual and a person licensed or other- 
wise authorized under the laws of Canada or a province 
to carry on in Canada an annuities business or a Corpora- 
tion licensed: or otherwise authorized under the laws of 
Canada ora province to carry on in Canada the business 
of offering to the public its seryices as trustee, 


(ii) under which, in consideration, of a-single payment by. 
the individual as consideration under the contract, that 
person agrees to pay to the individual, commencing at a 
time no later than 10 months after the individual has 
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made the single payment, 


(A) an annuity to the individual for his life, with or. . 


without a guaranteed term not exceeding the number 
of years that is the lesser of 
(1) 15, and 
(II) 85 minus the age of the individual at the 
time the annuity payments commence, or 


(B) an annuity to the individual for a guaranteed term 
described in clause (A), and 


(iii) that does not provide for any payment thereunder 
except 
(A) the single payment by the individual, and 
(B) equal annuity payments that are to be made an- 
nually or at more frequent periodic intervals. 


Subpara. 61(4)(b)(i) substituted by 1973-74, c. 14, s. 17, applicable 
to 1972 et seq. sd 


“qualifying payment” means a single payment 
made before November 13, 1981 (or made on or af- 
ter November 13, 1981 pursuant to an agreement in 
writing entered into before that date to make such a 
payment in respect of the individual’s 1981 taxation 
year, or pursuant to an arrangement in writing made 
before that date to have funds withheld before 1982 
from any of the individual’s remuneration described 
in paragraph (1)(b) earned or received before No- 
vember 13, 1981 and paid by or on behalf of the 
individual). 

Pre-RSC History: The definition “qualifying payment” was para. 
61(4)(c). 

Para. 61(4)(c) added by 1980-81-82-83, c. 140, s. 30(1), applicable 
after November 12, 1981. 


Selected Cases [subsec. 61(4)]: Huet v. Canada, :{1995] 1 
C.T.C. 367 (FCTD) (Retroactive legislation not unconstitutional). 
Definitions [s. 61]: “amount”, “annuity”, “business” — 248(1); 
“Canada” — 255; “corporation” — 248(1), Interpretation Act 
35(1); “death benefit” — 248(1); “deferred profit sharing plan” — 
147(1), 248(1); “employee” — 248(1); “employees profit sharing 
plan” — 144(1), 248(1); “employment”, “individual”, “office”, 
“person” — 248(1); “registered retirement savings plan” — 146(1), 
248(1); “resident in Canada” — 250; “taxation year” — 249; “tax- 
payer” — 248(1); “writing” — Interpretation Act 35(1). 


61.1 (1) Where income-averaging annuity 
contract ceases to be such — Where a contract 
that was at any time an income-averaging annuity 
contract of an individual has, at a subsequent time, 
ceased to be an income-averaging annuity contract 
otherwise than by virtue of the surrender, cancella- 
tion, redemption, sale or the disposition thereof, the 
individual shall be deemed to have received at that 
subsequent time as proceeds of the disposition of an 
income-averaging annuity contract an amount equal 
to the fair market value of the contract at that subse- 
quent time and to have acquired the contract, as an- 
other contract not being an income-averaging annu- 
ity contract, immediately thereafter at a cost to the 
individual equal to that fair market value. 

Related Provisions: 56(1)(f) — Disposition of income-averaging 
annuity contracts; 61— Payment made as consideration for in- 
come-averaging annuity; 212(1)(n) — Withholding tax'on payment 
to non-resident. 
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(2) Where annuitant dies and payments con- 
tinued — Where an individual who was an annui- 
tant under an income-averaging annuity contract has 
died and payments are subsequently made under that 
contract, the payments shall be deemed to be pay- 
ments under an income-averaging annuity contract. 


Interpretation Bulletins [subsec. 61.1(2)]: IT-212R3: Income 
of deceased persons — rights or things. 


Pre-RSC History [s. 61.1]: S. 61.1 added by 1976-77, c. 4, s. 19, 
applicable after May 25, 1976. 


Definitions [s. 61.1]: “income-averaging annuity contract” — 
61(4), 248(1); “individual” — 248(1). 


61.2 Reserve for debt forgiveness _ for 
resident individuals — There may be deducted in 
computing the income for a taxation year of an indi- 
vidual (other than a trust) resident in Canada 
throughout the year such amount as the individual 
claims not exceeding the amount determined by the 
formula 


A +B — 0.2(C — $40,000) 
where 
A is the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount that, because of the application of sec- 
tion 80 to an obligation payable by the indi- 
vidual (or a partnership of which the individ- 
ual was a member) was included under 
subsection 80(13) in computing the income of 
the individual for the year or the income of 
the partnership for a fiscal period that ends in 
the year (to the extent that, where the amount 
was included :in computing income of. a part- 
nership, it relates to the individual’s share of 
that income) 


exceeds 


(b) the total of all amounts deducted because 
of paragraph 80(15)(a) in computing the indi- 
vidual’s income for the year, 


B is the amount, if any, included under section 56.2 
in computing the individual’s income for the 
year, and 


C is the greater of $40,000 and the individual’s in- 
come for the year, determined without reference 
to this section, section 56.2, paragraph 60(w), 
subsection 80(13) and paragraph 80(15)(a). 


Related Provisions: 56.2 — Inclusion into income in following 
year; 61.3, 61.4 — Alternative deductions for corporations, non-re- 
sidents and trusts; 80(16) — Designation by Revenue Canada to re- 
duce reserve under 61.2; 114(a)—— No deduction under 61.2 for 
part-year residents; 257 — Formula cannot calculate to less than 
zero. 


History: S. 61.2 added by 1995, c. 21, s. 20, applicable to taxation 
years that end after February 21, 1994. 


Definitions [s. 61.2]: “amount” — 248(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “individual” — 248(1); “resident in’ Can- 
ada”-— 250; “taxation year” — 249; “trust” — 104(1), 248(1), (3). 
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61.3 (1) Deduction: for insolvency with 
respect to resident corporations — There shall 
be deducted in ‘computing the income for a taxation 
year of a corporation resident in Canada throughout 
the year that is not exempt from tax under this Part 
on its taxable income, the lesser of 


(a) the amount, if any, by which 


reasonably be considered to have re- 
sulted in a reduction in the amount oth- 
erwise determined for C in respect of 
the corporation for the year, 


Cis the total liabilities of the corporation at the 
end of the year (determined without reference 
to the corporation’s liabilities for tax payable 


(i) the total of all amounts each of which is an 
amount that, because of the application of sec- 
tion 80 to a commercial obligation (in this 
section having the meaning assigned. by sub- 
section 80(1)) issued by the corporation (or a 
partnership of which the corporation was a 
member) was. included under subsection 
80(13) in computing the income of the corpo- 
ration for the year or the income. of the part- 
nership for a fiscal period that ends in the year 
(to the extent that the amount, where it was 
included in computing income of a partner- 
ship, relates to the corporation’s share of that 
income) 


exceeds 


(ii) the total of all amounts deducted because 
of paragraph 80(15)(a) in computing the cor- 
poration’s income for the year, and 


(b) the amount determined by the formula 


AOR OL aps Ry 


where 
_ A..is the amount determined under paragraph (a) 


in respect of the corporation for the year, 


B ‘is the total of 


(i) the fair market value of the assets of the 
corporation at the end of the year, 


(ii) the amounts. paid before the end of the 
year on account,of.,the corporation’s tax 
payable under this Part or any of Parts 1:3, 
If, VI and XIV for the year or’ on account 
of a similar tax payable for the year under 
‘an Act of a province, and 


(iii) all amounts paid by the corporation in 
the 12-month period preceding the end of 
the year to a person with whom the corpo- 
ration does not deal at arm’s length 


(A) as a dividend (other than a stock 
dividend), 


(B) on.a reduction of paid-up capital in 
respect of any class of shares of its cap- 
ital stock, | 


(C), on a redemption, acquisition or 
cancellation: of its shares, or 

(D) as a distribution or appropriation in 
any manner whatever to or for the ben- 
efit of the shareholders. of any class of 


its capital stock, to the extent that the | 


distribution or appropriation ‘cannot 
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under this Part or any of Parts 1.3, II, VI and 
XIV for the year or for a similar tax payable 
for the year under an Act of a province) and, 
for this purpose, . : 


(i) the equity and consolidation methods of 
- accounting shall not be used, and 

(ii) subject to:subparagraph (i) and except 

as otherwise provided in this description, 

the total liabilities of the corporation shall 


- (A) where the corporation is not an in- 
surance corporation or a bank to which 
clause (B) or (C) applies and the bal- 
ance sheet as of the end of the year was 
presented to the shareholders of the 
corporation and was prepared in accor- 
dance with generally accepted account- 
ing principles, be considered to be the 
total liabilities shown on that balance 
sheet, 


(B) where the corporation is a bank or 
an insurance corporation that is re- 
quired to report to the Superintendent 
of Financial Institutions and the bal- 
ance sheet as of the end of the year was 
accepted by the Superintendent, be con- 
sidered to be the total liabilities shown 
on that balance sheet, 


(C) where the corporation is an insur- 
ance corporation that is required to re- 
port to the superintendent of insurance 
or other similar officer or authority of 
the province. under whose laws. the cor- 
poration is incorporated and the bal- 
ance sheet as of the end of the year was 
accepted by that officer or authority, be 
considered to be the total liabilities 
shown on that balance sheet, and 


(D) in any other case, be considered to 
be the amount that would be shown as 
total liabilities of the corporation at the 
end of the yearon a balance sheet pre- 
pared in accordance with generally ac- 
cepted accounting principles, 


‘-—- is the total of all amounts each of which is the 


principal amount at the end of the year of a 


distress preferred share (within the meaning 


assigned by subsection 80(1)) issued by the 
corporation, and 

is 50% of the amount, if any, by which the 
amount that would be the corporation’s in- 
come for the year if that amount were deter- 
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mined without reference to this section, sec- 
tion 61.4 and subsection 80(17) exceeds the 
amount determined under paragraph (a) in re- 
spect of the corporation for the year. 


R&D expenditures; 61.2 — Reserve for individuals; 61.3(3) — 
Anti-avoidance; 61.4 — Additional reserve; 80(16) — Designation 
by Revenue Canada to reduce reserve under 61.3; 80(17) — Income 
inclusion following claim under 61.3; 80.01(8), (9) — Deemed set- 
tlement on debt parking or debt becoming statute-barred; 
80.04(4)G) — Agreement. to transfer forgiven amount; © 
87(2)(1.21) — Amalgamations — continuing corporation. 


(2) Reserve for insolvency with respect to 
non-resident corporations — There shall be de- 
ducted in computing the income for a taxation year 
of a corporation that is non-resident at any time in 
the year, the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount that, because of the application of sec- 
tion 80 to a commercial obligation issued by 
the corporation (or a partnership of which the 
corporation was a member) was included 
under subsection 80(13) in computing the cor- 
poration’s taxable income or taxable income 
earned in Canada for the year or the income of 
the partnership for a fiscal period that ends in 
the year (to the extent that, where the amount 
was included in computing income of a part- 
nership, it relates to the corporation’s share of 
the partnership’s income added in computing 


the corporation’s taxable income or taxable — 


income earned in Canada for the year) 
exceeds ) 

(ii) the total of all amounts deducted because 

of paragraph 80(15)(a) in computing the cor- 

poration’s taxable income or taxable income 

earned in Canada for the year, and 
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_ (b) the amount determined by the formula 


Aceo2 (Bar Can Dan 
where 


A is the amount determined under paragraph (a) 
in respect of the corporation for the year, 


B is the total of 


(i) the fair market value of the assets of the 
corporation at the end of the year, 


(11) the amounts paid before the end of the 
year on account of the corporation’s tax 
payable under this Part or any of Parts 1.3, 
II, VI and XIV for the year or on account 
of a similar tax payable for the year under 
an Act of a province, and 


(iii) all amounts paid in the 12-month pe- 
riod preceding the end of the year by the 
corporation to a person with whom the 
corporation does not deal at arm’s length 


(A) as a dividend (other than a stock 
dividend), 


(B) on a reduction of paid-up capital in 
respect of any class of shares of its cap- 
ital stock, 


(C) on a redemption, acquisition or 
cancellation of its shares, or 


(D) as a distribution or appropriation in 
any manner whatever to or for the ben- 
efit of the shareholders of any class of 
its capital stock, to the extent that the 
distribution or appropriation cannot 
reasonably be considered to have re- 
sulted in a reduction of the amount oth- 

“erwise determined for C in respect of 
the corporation for the year, 


_. C is the total liabilities of the corporation at the 


end of the year (determined without reference 
to the corporation’s liabilities for tax payable 
under this Part or any of Parts 1.3, I, VI and 
XIV for the year or for a similar tax payable 
for the year under an Act of a province), de- 
termined in the manner described in the 
description of C in paragraph (1)(b), 


D is the total of all amounts each of which is the 
principal amount at the end of the year of a 
distress preferred share (within the meaning 
assigned by subsection 80(1)) issued by the 
corporation, and 


E is 50% of the amount, if any, by which the 
amount that would be the corporation’s taxa- 
ble income or taxable income earned in Can- 
ada for the year if that amount were deter- 
mined without reference to this section, 
section 61.4 and subsection 80(17) exceeds 
the amount determined under paragraph (a) in 
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respect of the corporation for the year. 


Related Provisions: 37(1)(f.1) — Reduction in claim:allowed for 
R&D expenditures; 61.3(3) — Anti-avoidance; 61.4 — Additional 
reserve; 80(16) — Designation by Revenue Canada to reduce re- 
serve under 61.3; 80(17) — Income inclusion following claim under 
61.3; 80.01(8), (9) — Deemed settlement on debt parking or debt 
becoming statute-barred; 80.04(4)(4j) — Agreement to’ transfer for- 
given amount;  87(2)(1.21) — Amalgamations — continuing 
corporation. 


(3) Anti-avoidance — Subsections (1) and (2) do 
not apply to a corporation for a taxation year where 
property was transferred in the 12-month period pre- 
ceding the end of the year or the corporation became 
indebted in that period and it can reasonably be con- 
sidered that one of the reasons for the transfer or the 
indebtedness was to increase the amount that the cor- 
poration would, but for this subsection, be entitled to 
deduct under subsection (1) or (2). 


Related Provisions: 160.4 — Joint liability of transferee where 
property transferred so that 61.3(3) applies. 


History: S. 61. 3 added by 1995, c. 21, s. 20, intone to taxation 
years that end after February 21, 1994. 


Definitions. [s. 61.3]: “Act” — Interpretation Act 35(1); 
“amount” — 248(1); “arm’s length” — 251(1); “bank” — Interpre- 
tation Act 35(1); “class of shares” — 248(6); “commercial obliga- 
tion” —.61.3(1)(a)(i), ;80(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “dividend” — 248(1); “fiscal period” — 248(1), 
249(2)(b), 249.1; “insurance corporation”, “non-resident” — 
248(1); “officer” — 248(1)“office”; “paid-up. capital”.— 89(1), 
248(1); “principal amount”, “property” — 248(1); “province” — In- 
terpretation Act 35(1); “resident in Canada” — 250; “share”, 
“shareholder”, “stock dividend” — 248(1); “taxable income” — 
2(2), 248(1); “‘taxable income earned in Canada” — 115(1), 248(1); 
“taxation year” — 249, 


61.4 Reserve for debt forgiveness. for 
corporations and others — There may be’ de- 
ducted as a reserve in computing the income for a 
taxation year of a taxpayer that is a corporation or 
trust resident in Canada throughout the. year or a 
non-resident person who carried on. business through 
a fixed placed of business in Canada at the end of the 
year such amount as the taxpayer claims not exceed- 


S. 61.4(b) (ii 


ing the least of | 
(a) the amount determined by the formula 
A-B 
where | 
A. is the amount, if any, by which 


(i) the total of all amounts each of which is 

. an-amount that, because of the application 
of section 80 to a commercial obligation 
(within the meaning assigned by subsec- 
tion 80(1)) issued by the taxpayer (or a 
partnership of which the taxpayer was a 
member) was included under subsection 
80(13) in computing the income of the tax- 
payer for the year or a preceding taxation 
year or of the partnership for a fiscal pe- 
riod that ends in that year or preceding 
year (to the extent that, where the amount 
was included in computing income of a 
partnership, it relates to the taxpayer’s 
share of that income) 


exceeds the total of 


(ii) all amounts each of which is an amount 
deducted under paragraph 80(15)(a) in 
computing the taxpayer’s income for the 
year or a preceding taxation year, and. 


(ii1) all amounts deducted under section 
61.3 in computing the taxpayer’s income 
for the year or a paeeea ne taxation year, 
and 


B_ is the amount, if any, by which the amount de- 
termined for A in respect of the taxpayer for 
the year exceeds the total of 


(i) the amount that would be determined 
for A in respect of the taxpayer for the 
year if that value did not take into account 
amounts: included or deducted in comput- 
ing the taxpayer’s income for any preced- 
ing taxation year, and 


(ii) the amount, if any, included under sec- 
tion 56.3 in computing the taxpayer’s in- 
come for the year, 


(b) the total of 


(i) /s of the amount that would be determined 
for A’in paragraph (a) in respect of the tax- 
payer for the year if that value did not take 
into account amounts included or deducted in 
computing the taxpayer’s income for any pre- 
ceding taxation year, 


(ii) */s of the amount that would be determined 
for A in paragraph (a) in respect of the tax- 
payer for the year if that value did not take 
into account amounts included or deducted in 
computing the taxpayer’s income for the year 
or any preceding taxation year (other than the 
last preceding taxation year), 
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(iii) */s of the amount that would be deter- 
mined for A in paragraph (a) in respect of the 
taxpayer for the year if that value did not take 
into account amounts included or deducted in 
computing the taxpayer’s income for the year 
or any preceding taxation year (other than the 
second last preceding taxation year), and 


(iv) sof the amount that would be deter- 

mined for A in paragraph (a) in respect of the 

taxpayer for the year if that value did not take 

into account amounts included or deducted in 

computing the taxpayer’s income for the year 

or any preceding taxation year (other than the 
- third last preceding taxation year), and 


(c) where the taxpayer is a corporation that com- 
mences to wind up in the. year (otherwise than in 
circumstances to which the rules in subsection 
88(1) apply), nil. 
Related Provisions: 56.3 — Inclusion into income in following 
year; 61.2 — Reserve for resident individuals; 61.3 — Additional 
reserve for insolvent corporation; 80.04(4)G) — Agreement to 
transfer forgiven amount; 87(2)(g), (h.1) — Amalgamations — car- 
ryover of reserve. 
History: S. 61.4 added by 1995, c. 21, s. 20, applicable to taxation 
years that end after February 21, 1994. 
Definitions [s. 61.4]: “amount”, “business” — 248(1); “carrying 
on business in Canada” — 253; “corporation” — 248(1), Interpre- 
tation Act 35(1); “fiscal period” — 248(1), 249(2)(b), 249.1; “non- 
resident” — 248(1); ‘resident in. Canada’? — 250; “taxation 
year’ — 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


62. (1) Moving expenses — Where a taxpayer 
has, at any time, commenced 


(a) to carry on.a business or to. be employed at a 
location in Canada (in this subsection referred to 
as “the new work location’), or 


(b) to be a student in full-time attendance at an 
educational institution (in this subsection referred 
to.as “the new work location”) that is a univer- 
sity, college or other educational institution pro- 
viding courses at a post-secondary school level, 


and by reason thereof has moved from the residence 
in Canada at which, before the move, the taxpayer 
ordinarily resided (in this section referred to as “the 
old residence’) to a residence in Canada at which, 
after the move, the taxpayer ordinarily resided (in 
this section referred to as “the new residence’), so 
that the distance between the old residence and the 
new work location is, not less than.40 kilometres 
greater than the distance between the new residence 
and the new work. location, in computing the tax- 
payer’s income for the taxation year in which the 
taxpayer moved from the old residence to the new 
residence or for the immediately following taxation 
year, there may be deducted amounts paid by the 
taxpayer as or on account of moving expenses in- 
curred in the course of moving from the old resi- 
dence to the new residence, to the extent that 


(c) they were not paid on the taxpayer’s behalf by 
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the taxpayer's employer, 


(d) they were not deductible by virtue of this sec- 
tion in computing the taxpayer’s income for the 
preceding taxation year, 


(e) they would not, but for this section, be de- 
ductible in computing the taxpayer’s income, 


(f) the total of those amounts does not exceed 


(i) in any case described in paragraph (a), the 
taxpayer’s income for the year from the tax- 
payer’s employment at the new work location 
or from carrying on the new business at the 
new work location, as the case may be, or 


(11) in any case described in paragraph (b), the 
total of amounts required to be included in 
computing the taxpayer’s income for the year 
by virtue of paragraphs 56(1)(n) and (0), and 


(g) any reimbursement or allowance received by 
the taxpayer in respect of those expenses is in- 
cluded in computing the taxpayer’s income. 


Related Provisions: 4(2) — Deductions under s. 62 not applica- 
ble to any particular source; 64.1 — Individuals absent from Can- 
ada; 115(2) — Non-resident’s taxable income earned in Canada. 


Pre-RSC History: Para. 62(1)(g) substituted by 1985, c. 45, s. 26, 
applicable to 1985 et seg. Para. 62(1)(g) formerly read: 


(g) any reimbursement received by him for such expenses has 
been included in computing his income for the year. 


All that portion of subsec. 62(1) preceding para. (c) substituted by 
1984, c. 45, s. 21, applicable with respect to relocations occurring 
after 1983. That portion formerly read: 


62. (1) Moving expenses — Where a taxpayer 
(a) has, at any time, 


(i) ceased to carry on business or to be employed at 
the location or locations, as the case may be, in Can- 
ada at which he ordinarily so carried on business or 
was so employed, or 


(ii) ceased to be a student in full-time attendance at 
an educational institution in Canada that is a univer- 
sity, college or other educational institution provid- 
ing courses at a post-secondary school level, 


and commenced to carry on a business or to be employed 
at another location in Canada (hereinafter referred to as 
his “new work location’), or 


(b) has, at any time, commenced to be a student in full- 
time attendance at an educational institution (hereinafter 
referred to as his “new work location’) that is a univer-" 
sity, college or other educational institution providing 
courses at a post-secondary school level, 


and by reason thereof has moved from. the residence in Can- 
ada at which, before the move, he ordinarily resided on ordi- 
nary working days (hereinafter referred to as his “old resi- 
dence’’) to a residence in Canada at which, after the move, he 
ordinarily so resided (hereinafter referred to as his “new resi- 
dence”’),»so that the distance between his old residence and 
his new work location is not less than 40 kilometres greater 
than. the distance between his new residence. and his new 
work location, in computing his income for the taxation year 
in which he moved from his old residence to his new resi- 
dence or for the immediately following taxation year, there 
may be deducted amounts paid by him as or on account of 
moving expenses incurred in the course of moving from his 
old residence to his new residence, to the extent that 
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All that portion of subsec. 62(1) of the Act following para.(b) and 
preceding para. (c) substituted by. 1980-8 1-82-83, c. 140, s. 31, ap- 
plicable with respect to relocations occurring after 1981, to substi- 
tute “40 kilometres” for “25 miles’. 


Selected Cases [subsec. 62(1)]: Giannakopoulos v. MNR, 


[1995] 2 C.T:C. 316 (FCA), (Distance to be measured along shortest 


normal route, not straight line); Glaubitz v. Canada, [1994] 2 
C.T.C. 2448 (TCC) (Deduction disallowed where expenses not in- 
curred for pupose of commencing work at new work location); Sch- 
ultz v. The Queen, {1988] 2 C.T.C..293 (FCTD) (Moving expenses 
deductible when incurred due to loss of employment or to initiate 
new business); Midyette v. The Queen, [1985] 2 C.T.C. 362 (FCTD) 
(Teacher taxpayer on one-year fellowship abroad; moving expenses 
not deductible); Rath v. The Queen, [1982] C.T.C. 207 (FCA) (De- 
duction disallowed when payment for loss and replacement costs of 
goods not moving expenses); Storrow v. The Queen, [1978] C.T.C. 
792 (FCTD) (Costs incurred in connection with acquisition of new 
residence not moving expenses). 
Interpretation Bulletins: See list at end of s, 62. 

1.T. Technical News: No. 6 (road distance to be used instead of 
“as the crow flies’’). 


Forms: T1-M: Claim for moving expenses. 


(2) Application of subsec. (1) to certain stu- 
dents — Where a taxpayer would, if subsection (1) 
were read without reference to paragraph (a) thereof 
and ' 


(a) if the reference therein to “moved from the 
residence in Canada at which” were read as.a ref- 
erence to “moved from the residence at which’, 
or 


(b) if the reference therein to “to a residence in 

Canada at which” were read as a reference to “to 

a residence at which”, | 
be entitled to deduct an amount by virtue of that sub- 
section in computing the taxpayer’s income. for a 
taxation year, that amount may be deducted in com- 
puting the taxpayer’s income for the year. 


Related Provisions: 64.1 — Individuals absent from Canada; 
115(2) — Non-resident’s taxable income earned in Canada. 


Interpretation Bulletins: See list at end of s. 62. 
(3) Definition of “moving expenses” — In sub- 


section (1), “moving expenses” includes any expense 
incurred as or on account of 


(a) travel costs Gncluding a reasonable amount 


expended for meals and lodging), in the course of © 
moving the taxpayer and members of the tax- | 


payer’s household from the old residence to the 
new residence, 


(b) the cost to the taxpayer of transporting or 
storing household effects in the course of moving 
from the old residence to the new residence, 


(c) the cost to the taxpayer of meals and lodging 
near the old residence or the new residence for 
the taxpayer and members of the taxpayer’s 
household for a period not exceeding 15 days, 


(d) the cost to the taxpayer of cancelling the lease 
by virtue of which the taxpayer was the lessee of 
the old residence, 


(e) the taxpayer’s selling costs in tespect of the 


S. 62(3) 


sale of the old residence, and 


(f) where the old residence is being or has been 
sold by the taxpayer or the taxpayer’s spouse as a 
result of the move, the cost to the taxpayer of le- 
gal services in respect of the purchase of the new 
residence and of any taxes imposed on the trans- 
fer or registration of title to the new residence, 


Selected Cases [para. 62(3)(f)]: Lachman v. Canada, [1995] 2 
C.T.C. 2944D (TEC) (B.C. land transfer tax and GST. both ineluded 
in moving expenses); Johnson v. Canada, [1995] 2 C.T.C. 2110 
(TCC) (GST is not a tax imposed on transfer or registration of title 
to new residence); Mann v. Canada, [1995]2 C.T.C. 2049 (TCC) 
(GST and Ontario land transfer tax deductible under provision in 
respect of newly constructed home). 


but, for greater certainty, does not include costs 
(other than costs referred to in paragraph (f)) in- 
curred by the taxpayer in respect of the eye Ge 
of the new residence. 

Related Provisions: 56(1)(n) — Scholarships, bursaries, etc.; 


56(1)(0) — Research: grants; 64.1 — Individuals absent from Can- 
ada; 115(2) —Non-resident’s taxable income earned in Canada. 


Pre-RSC History: All that portion of subsec. 62(3) following 
para. (d) substituted by 1977-78, c..1, s: 27, applicable in respect of 


costs incurred after December 31, 1976. That portion formerly read: 


~ (e) his selling costs in respect of the sale of his old 
residence, 


but, for greater certainty, does. not include costs incurred by 
the taxpayer in respect of the cel Ug of his new 
residence. 


All that portion of subsec. 62(3) following para. (d) substituted by 
1976-77, c. 4, s..20, applicable in respect of costs incurred. after 
May 25, 1976. That portion formerly read: 


(e) his selling costs in respect of the sale of his old residence. 


Selected Cases [Subsec. 62(3)]: Oster v. Canada, [1995] 1 
C.T.C. 2224 (TCC) (Transfer allowances equal to one month’s pay 
were taxable benefits and not moving expenses); Collin v. MNR, 
[1990] 2 C.T.C. 92 (FCTD) (Amount paid by vendor to enable mak- 
ing of loan-to purchaser was cost of disposition not reduction in 
price); Gold v. Thé Queen, {V977] C:T.C. 616 (FCTD) (Living and 
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education expenses of child in former city of residence not “moving 
expenses’’). 


Selected Cases [s. 62]: Cameron (D.) v. MNR, [1993] 1 C.T.C. 
2745 (TCC) (Distance measured as space between two points (“as 
the crow flies”), not along shortest road between two points). 


Definitions [s. 62]: “amount”, “business” — 248(1); “Canada” — 
64.1, 255; “carrying on business” — 253; “employed”, “employer”, 

“employment, “goods and services tax” — 248(1); “moving ex- 
penses” — 62(3); “spouse” — 252(4)(a); “taxation year” — 249; 
“taxpayer” — 248(1). 


Interpretation Bulletins [s. 62]: IT-178R3: Moving expenses; 
IT-193 SR: Taxable income of individuals resident in Canada dur- 
ing part of a year (Special Release); IT-518R: Food, beverages and 
entertainment expenses. 


Forms [s. 62]: T1-M: Claim for moving expenses. 


63. (1) Child care expenses — Subject to subsec- 


tion (2), where a prescribed form containing pre- 


scribed information is filed with a taxpayer’s return 
of income (other than a return filed under subsection 
70(2) or 104(23), paragraph 128(2)(e) or subsection 
150(4)) under this Part for a taxation year, there may 
be deducted in computing the taxpayer’s income for 
the year such amount as the taxpayer claims not ex- 
ceeding the total of all amounts each of which is an 
amount paid, as or on account of child care expenses 
incurred for services rendered in the year in respect 
of an eligible child of the taxpayer, 


(a) by the taxpayer, where the taxpayer is a tax- 
payer described in subsection (2) and the support- 
ing person of the child for the year is a person 
described in subparagraph (2)(b)(vi), or 


(b) by the taxpayer or a supporting person of the 
child for the year, in any other case, 


to the extent that 


(c) the amount is not included in computing the 
amount deductible under this subsection by an in- 
dividual (other than the taxpayer), and 


(d) the amount is not an amount (other than an 
amount that is included in computing the tax- 
payer’s income and that is not deductible in com- 
puting the taxpayer’s taxable income) in respect 
of which any taxpayer is or was entitled to a re- 
imbursement or any other form of assistance, 


and the payment of which is proven by filing with 
the Minister one or more receipts each of which was 
issued by the payee and contains, where the payee is 
an individual, that individual’s Social Insurance 
Number, but not exceeding the amount, if any, by 
which 

(e) the lesser of 


(i) 7/3 of the taxpayer’s earned income for the 
year, and 
(ii) the total of 

(A) the product obtained when $5,000 is 


multiplied by the number of eligible chil- 
dren of the taxpayer for the year each of 
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whom 


(1) is under 7 years of age at the end af 
the year, or 


(II) is a person in respect me whom an 
amount may be deducted under section 
118.3 in computing a taxpayer’s tax 
payable under this Part for the year, and 


(B) the product obtained when $3,000 is 
multiplied by the number of eligible chil- 
dren of the taxpayer for the year (other 
than those referred to in clause (A)) 


exceeds 


(f) the total of all amounts each of which is an 
amount that is deducted, in respect of the tax- 
payer’s eligible children for the year, under this 
section in computing the income for the year of 
an individual (other than the taxpayer) to whom 
subsection (2) applies for the year. 


Related Provisions: 4(2) — Deductions under s. 63 not applica- 
ble to any particular source; 63(2.2) — Deduction for person attend- 
ing school or university; 64.1 — Individuals absent from Canada; 
220(2.1) — Waiver of filing of documents. 


History: Para. 63(1)(f) amended by 1997, c. 25, subsec. 12(1), ap- 
plicable to 1996 et seq. Para. (f) formerly read: 


(f) the total of all amounts each of which is an amount de- 
ducted, in respect of the eligible children of the taxpayer that 
are referred to in subparagraph (e)(ii), under this subsection 
for the year by an individual (other than the taxpayer): to 
whom subsection (2) is applicable for the year. 


That portion of subsec. 63(1) preceding para. (a) amended by 1994, 
ce: 7, Sch: Vill C1993 c. 24). subsec, 23(1)), applicable to 1992 et 
seq. That portion formerly read: 


(1) Subject to subsection (2), where a taxpayer who has an 
eligible child for a taxation year files with the taxpayer’s re- 
turn of income (other than a return of income filed under sub-. ' 
section 70(2), or 104(23), paragraph 128(2)(e) or subsection 
150(4)) under this Part for the year a prescribed form contain- 
ing prescribed information, there may be deducted in comput- 
ing the income of the taxpayer for the year the total of all 
amounts each of which is an amount paid in the year as or on 
account of child care expenses in respect of an eligible child 
of the taxpayer for the year 


That portion of cl. 63(1)(e)(ii)(A) preceding subcl. (1), and cl. 
(1)(e)(@1)(B), amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
secs. 23(2) and (3), to substitute, respectively, “$5,000” for 
“$4,000” and “$3,000” for “$2,000”, applicable to 1993 et seq. 


Subcl. 63(1)(e)(ii)(A)CD substituted by 1994, c. 7, Sch. IH (1991, c. 
49), subsec. 36(1), applicable to 1991 et seg. That subcl. formerly 
read: 


(II) has a severe and prolonged mental or physical impair- 
ment that has been certified as such in prescribed form by a 
medical doctor or, where the impairment is an impairment of 
sight, by a medical doctor or an optometrist, where a copy of 
the certificate has been filed with the Minister, and 


Pre-RSC History: That portion of subsec. 63(1) preceding para. 
(a), and para. 63(1)(e), substituted by 1988, c. 55, subsecs. 39(1), 
(2), applicable to 1988 et seg. That portion of subsec. 63(1) and 
para. 63(1)(e) formerly read: 


63. (1) Subject to subsection (2), there may be deducted in 
computing the income of a taxpayer for a taxation year the 
aggregate of all amounts each of which is an amount paid in 
the year as or on account of child care expenses in respect of 
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an eligible child of the taxpayer for the year. 


(e) the least of 
(i) $8,000, 


(ii) the product, obtained when $2,000 is multiplied 
by the number of eligible children of the taxpayer for 
the year in respect of whom the child care expenses 
were incurred, and 


(iii) /s of the, taxpayer’s earned income for the year 


That portion of subsec. 63(1) preceding para. (a) substituted by 
1984, c. 45, s. 22, to.add “there may. be deducted” after “Subject to 
subsection (2)” and to delete “may be deducted” from the end, ap- 
plicable to 1983 et seq. 


Subsec. 63(1) substituted by 1984, c. 1, subsec. 25(1), applicable to 
1983 et seq. Subsec. (1) formerly read: 


63. (1) There may. be deducted in computing the income for a 
taxation year of a taxpayer who is 


(a) a woman, or 
(b) a:man 
(i) who at any time in the year was not married, 


(ii) who at any time in the year was separated from 

‘his wife pursuant to a decree, order or judgment of a 
competent tribunal or pursuant to a written 
agreement, 


(iil) whose wife is certified’ by a qualified medical 
practitioner to be a person who, 


(A) by reason of mental or physical infirmity 
and her confinement throughout a period of not 
less than 2 weeks in the year to bed, to a wheel- 
chair or as a patient in a hospital, asylum or 
other similar institution, was incapable of caring 
for children, or 


(B) by reason of mental or physical infirmity, 
was in the year, and is likely to be for a long- 
continued period of indefinite duration, incapa- 
ble of caring for children, or 


(iv) whose wife was confined to prison throughout a 
. period of not less than 2 weeks in the year, 


amounts paid by the taxpayer in the year as or on account 
of child care expenses in respect of the taxpayer’s chil- 
dren, to the extent that 


(c) payment of the amounts is proven by filing with the 
Minister receipts each of which contains the Social Insur- 

“ance Number of any individual payee who issued the re- 
ceipt, and 


(d) the aggregate of the amounts so paid by the taxpayer 
in the year does not exceed the least of(i) $4,000,(ii) the 
product obtained when $1,000 is multiplied by the num- 
ber of the taxpayer’s children in respect of whom the. 
child care expenses were incurred, and(iii) 7/s of the tax- 
payer’s earned income for the year. 


Para. 63(1)(d) substituted by 1976-77, c. 4, subsec. 21(1), applicable 
to 1976 et seq., to substitute “$4,000” for “$2,000” and “$1,000” for 
$500”. 


Subpara. 63(1)(b)(ii) substituted by 1974-75-76, c. 26, s. 33, appli- 
cable to 1974 et seg. Subpara. 63(1)(b)(ii) formerly read: 


(ii) who at any time in the year was separated from his wife 
pursuant to a written agreement, 


Selected Cases [subsec. 63(1)]: Symes v. Canada, [1994] 1 
C.T.C. 40 (SCC) (Child care expenses not business expenses; tax- 
payer not entitled to deduct such expenses in excess of statutory 
limits established in section 63). 


S. 63(2)(b)(iv)(B) 


Interpretation: Bulletins: See list at end of s. 63. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


_ Forms: T778: Calculation. of child care expenses; T1065: Child 
care expenses information sheet. 


(2) Income exceeding income of supporting 
person — Where the income for a taxation year of 
a taxpayer who has an eligible child for the year ex- 


ceeds the income for that year of a supporting person 


of that child (on the assumption that both incomes ' 


are computed without reference to this section’ and 
paragraphs 60(v.1) and (w)), the amount that may be 
deducted by the taxpayer under subsection (1) for the 


year as or on account of child care expenses shall not 


exceed the lesser of 


(a) the amount that would, but for this subsection, 
be deductible by the taxpayer for the year under 
subsection (1); and 


(b) the product obtained when the total of 


(i) the product obtained when $150 is multi- 
_plied by the number of eligible children of the 
taxpayer for. the year each of whom 


(A) is under 7 years of age at the end of 
the year, til i 


(B) is a person in respect of whom an 
amount may be deducted under section 
118.3.1n computing a taxpayer’s tax paya- 
ble under this Part for the year, and 


(ii) the product obtained: when-$90 is multi- 
plied by the number of eligible children of the 
taxpayer for the year (other than those re- 
ferred to in subparagraph (i)) 


is multiplied by the number of weeks in the year. 
during which the child care expenses were in- 
curred and throughout which the ee per- 
son-was 


(iii) a student in attendance at a assivnatet ed- 
ucational institution (as defined in subsection 
118.6(1)) or a secondary school and enrolled 
in.a program of the institution or school of not 
less than 3 consecutive weeks. duration that 
provides that each student in the program 
spend not less than 10 hours per week on 
courses or work in the program, 


(iv) a person certified by a medical doctor to 
be a person who 


(A) by reason of mental or physical infir- 
mity and confinement throughout a period 
of not less than 2 weeks in the year to bed 
or to a wheelchair or as a ‘patient 1n a hos- 
pital, an asylum or other similar institution, 
was incapable of caring for children, or 


(B) by reason of mental or physical infir- 
mity, was in the year, and is likely to be 
for a long-continued period..of indefinite 
duration, incapable of caring for children, 
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(v) a person confined to a prison or similar in- 
stitution throughout a period of not less than.2 
weeks in the year, or 


(vi) a person who, because of a breakdown of* 


the person’s marriage, was living separate and 
apart from the taxpayer at the end of the year 
and for a period of at least 90 days beginning 
in the year. 


Related Provisions: 
practitioners. 


History: Subpara. 63(2)(b) (iii) amended by 1997, c. 25, subsec. 
12(2), applicable to 1996 et seg. Subpara. (b)(iii) formerly read: 


118.4(2)—reference to medical 


(iii) a person in full-time attendance at a designated educa- 
tional institution (within the meaning assigned by subsection 
118.6(1)), 


That portion of subpara. 63(2)(b)(i) preceding cl. (A), and peasy 
(2)(b)(@i), amended by 1994, c. 7, Sch. VII (1993, c. 24), subsecs. 
23(4) and (5), to substitute “$150” for “$120” and “$90” for “$60”, 
applicable to 1993 ef seq. 


Subpara. 63(2)(b)(vi) substituted by 1994, c..7, Sch. VIII (1993, c. 
24), subsec. 23(6), applicable to 1993 et seq. That subpara. formerly 
read: 


(vi) a person who, by reason of a breakdown of the person’s 
marriage or similar domestic relationship, was living separate 
and apart from the taxpayer at the end of the year and for a 
period of at least 90 days commencing in the year. 


That portion of subsec. 63(2) preceding para. (a) amended by 1994, 
c. 7, Sch. II (1991, c. 49), subsec. 36(2), to add reference to para- 
graph 60(v.1), applicable to 1989 et seq. 


Cl. 63(2)(b)(i)(B) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 36(3), applicable to 1991 et seg. That cl. formerly read: 


(B) has a severe and prolonged mental or physical impair- 
ment that has been certified as such in prescribed form by a 
medical doctor or, where the impairment is an.impairment of 
sight, by a medical doctor or an optometrist, where a copy of 
the certificate has been filed with the Minister, and 


Pre-RSC History: That portion of subsec..63(2) preceding para. 
(a) amended by 1990, c. 39, subsec. 13(1), to substitute “paragraph 
60(w)” for “paragraphs 56(1)(s) and (u)”, applicable to 1989 et seq. 


Para. 63(2)(b) substituted by 1988, c. 55, subsec. 39(3), arate 
to 1988 et seg. Para, (b) formerly read: 


(b) the product obtained when the lesser of 
(i) $240, and 


(ii) $60 multiplied by the number of eligible children of 
the taxpayer for the year in respect of whom. the child 
care expenses were incurred 


is multiplied by the number of weeks in’ the year during 
which the child care expenses were incurred and throughout 
which the supporting person was a person described in one or 
more of the following subparagraphs: 


(iii) a person in full-time attendance at a designated edu- 
cational institution (within the meaning assigned by para- 
graph 110(9)(a)), 


(iv) a person certified by a quabhies shertieal practitioner 
to be a person who 


(A) by reason of mental or physical infirmity and 
confinement throughout a period of not less than 2 
weeks in the year to bed, to a wheelchair or as a pa- 
tient in a hospital, an asylum or other similar institu- 
tion, was incapable of caring for children, or 


(B) by reason of mental or physical infirmity, was in 
the year, and is likely to be for a long-continued pe- 
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riod of indefinite duration, incapable of caring for 
children, 


(v) a person confined to a prison or similar institution 
throughout a period of not less than 2 weeks in the year, 
or 
(vi) a person living separate and apart from the taxpayer, 
throughout a period of not less than 90 days commencing 
in the year, by reason of a breakdown of their marriage or 
similar domestic relationship. 
Subsec. 63(2) substituted by 1984, c. 1, subsec. 25(1), applicable to 
1983 et seq. Subsec. (2) formerly read: 
(2) Application of ss. (1) in certain cases — For the pur- 
poses of subsection (1), 
(a) where the taxpayer is a man, subparagraph (1)(d)(i) 
shall be read as follows: 
“(i) the lesser of $4,000 and an amount equal to the 
product obtained when the number of weeks in the 
year throughout which 


(A) he was not married, 


(B) he was separated from his wife pursuant to 
a written agreement, or 
(C) his wife was confined, as described in 
_ clause (b)(iii)(A) or subparagraph (b)(iv) or 
was. incapable as_ described . in clause 
(b)(ii1)(B), a 
as the case may be, is multiplied by the lesser of 
$120 and the product obtained. when $30 is multi- 
plied by the number of children in respect of 
whom the child care expenses were incurred”; and 


(b) where the taxpayer is a wife described in subpara- 
graph (1)(b)(iii) or (iv), 
(1) subparagraph (1)(d)(i) shall be read as follows: 
“(j) $4,000 minus the amount deductible by 


virtue of this section in computing the income 
for the year of the taxpayer’s spouse”, and 


(11) subparagraph (1)(d)(i) shall be read as follows: 
“qi) the amount, if any, by which 


(A) the product obtained when. $1,000 is 
multiplied by the number of his children 
in respect of whom the child care ex- 
penses were incurred, 


exceeds 


(B) the amount deductible by virtue of this 
section in computing the income for the 
year of the taxpayer’s spouse”. 


Subsec. 63(2) substituted by 1976-77, c. 4, subsec. 21(2), applicable 
to 1976 et seg., to substitute “$4,000” for “$2,000”, “$120” for 
“$60”, “$30” for “$15” and “$1,000” for “$500”. 


Selected Cases [subsec. 63(2)]: Kelner v. Canada, [1996] 1 
C.T.C. 2687 (TCC) (“Separate and apart” given same meaning as in 
Divorce Act and can exist within same dwelling); McLaren v. MNR, 
{1990} 2 C.T.C. 429 (FCTD) (Provision not applicable where sup- 
porting person has no income). 


Interpretation Bulletins: See list at end of s. 63. 


(2.1) Taxpayer and supporting person with 
equal incomes — For the purposes of this section, 
where in any taxation year the income of a taxpayer 
who has an eligible child for the year and the income 
of a supporting person of the child are equal (on the 
assumption that both incomes are computed without 
reference to this section and paragraphs 60(v.1) and 


422 


Subdiv. e — Deductions in Computing Income 


(w)), no deduction shall be allowed under this sec- 


tion to the taxpayer and the supporting person in.re- | 


spect of the child unless they jointly elect to treat the 


income of one of them as exceeding the income of 


the other for the year. : 
History: Subsec. 63(2.1) amended by 1994, c. 7, Sch. II (1991, C: 


49), subsec. 36(4), to add reference to paragraph 60(v. 1), applicable _ 


to 1989 et seq. 


Pre-RSC History: Subsec. 63(2.1) amended by 1990, c. 39, sub- 
sec. 13(2), to Siibslittite, “where in any taxation year” for “where, in 
any taxation year,” and “paragraph 60(w)” for * pateeranns 56(1)(s) 
and (u)”, applicable to 1989 et seq. 

Subsec. 63(2.1) added by 1984, c. 1, subsec. 25(1), applicable to 
1983 et seq. 


Interpretation Bulletins: See list at end of s. 63.. 


(2.2) Expenses while at school — There may be 


deducted in computing a taxpayer’s income for a _ 
taxation year such part of the amount determined | 


under subsection (2.3) as the taxpayer claims, where 


(a) the taxpayer is, at any time in the year, a stu- 
dent in-attendance at a designated educational in- 
stitution (as defined in subsection 118.6(1)) or a 
secondary school and enrolled in a program of 
the institution or school of not less than 3 consec- 
utive weeks duration that provides that each stu- 
dent in the program spend not less than 10 hours 
per week on courses or work in the program; 


(b) there is no supporting person of an eligible © 


child of the taxpayer for the year or the income of 

the taxpayer for the year exceeds the income for 
the year of a supporting person of the child (on 
the assumption that both incomes are computed 
without reference to this section and paragraphs 
60(v.1) and (w)); and 


(c) a prescribed form containing prescribed infor- 
mation is filed with the taxpayer’s return of in- 
come (other than a return filed under subsection 
70(2) or 104(23), paragraph 128(2)(e) or subsec- 
tion 150(4)) for the year. 


History: Subsec. 63(2.2) added by 1997, c. 25, subsec. 12(3), ap- 
plicable to 1996 ef seq. ' 


(2.3) Amount deductible — For the, purpose of 
subsection (2.2), the amount determined in respect of 
a taxpayer for a taxation year is the least of 


(a) the amount by which the total of all amounts, 
each of which is an amount paid as or on account 


of child care expenses incurred for services ren- | 


dered in the year in respect of an eligible child of 
the taxpayer, exceeds the amount that is deducti- 
ble under subsection (1) in computing the tax- 
payer’s income for the year, 


(b) 7/3 of the taxpayer’s income for the year com- 
puted without reference to this section and 
paragraphs 60(v.1) and (w), 


(c) the amount determined by the formula 


(A +.B) xC 


S..63(3) chi 


where 


A. is the product obtained when $150 is multi- 
plied by the number of eligible children of the 
taxpayer for the year each of whom is 


‘ @) under 7 years of age at the end of the 
year, or 


_. (ii) a person in respect of whom an amount 
"may be deducted under section 118.3 in 
computing a taxpayer’s tax payable under 
this Part for the year, — 
~B is the product obtained when $90 is multiplied 
by the number of the taxpayer’s eligible chil- 
+, dren for the year (other than those:referred to 
in the description of A), and 
C is 
(i) where there is a supporting person of an 
eligible child of the taxpayer for the year, 
the number of weeks, in the year, in which 
both the taxpayer and the supporting per- 
son were students described in paragraph 
(2.2)(a), and 
(ii) in-any other case, the number of weeks, 
in the year, in which the taxpayer: was a 
student described in paragraph (2.2)(a), 


(d) the amount by which the total calculated 
under subparagraph (1)(e)(ii). in. respect of eligi- 
ble children of the taxpayer for the year exceeds 
the amount that is deductible under subsection (1) 
in computing the taxpayer’s income for the year, 
and 


(e) where there is a supporting person of an eligi- 
ble child of the taxpayer for the year, the amount 
by which the amount calculated under paragraph 
(2)(b) for the year in respect of the taxpayer ex- 
ceeds 7/3 of the taxpayer’s earned.income for the 
year. 


History: Subsec. 63(2.3) added: by 1997, c..25, subsec. 12(3), ap- 
plicable to 1996 et seq. 


(3) Definitions — In this section, 


‘child care expense” means an expense incurred in 
a taxation year for the purpose of providing in Can- 
ada, for an eligible child of a taxpayer, child care 


| services including baby sitting services, day nursery 


services or Services provided at a boarding school or 
camp if the services were provided 
(a) to enable the taxpayer, or the supporting per- 
son of the child for the year, who. resided with the 
child at the time the expense was incurred, 


(i) to perform the duties of an office or 
employment, 

(i1) to carry on a business either alone or as a 
partner actively engaged in the business, 

(111) [Repealed] 

(iv) to carry on research or any similar work 
in respect of which the taxpayer or supporting 
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person received a grant, or 


(v) to attend a designated. educational institu- 
tion (as defined in subsection 118.6(1)) or a 
secondary school, where the taxpayer is en- 
rolled in a program of the institution or school 
of not less than 3 consecutive weeks duration 
that provides that each student in the program 
spend not less than 10 hours per week on 
courses or work in the program, and 


(b) by a resident of Canada other than a person 
(i) who is the father or the mother of the child, 


(11) who is a supporting person of the child or 
is under 18 years of age and related to the tax- 
payer, or 

(iii) in respect of whom an amount is deducted 
under section 118 in computing the tax paya- 
ble under this Part for the year by the taxpayer 
or by a supporting person of.the child, 


except that 


(c) any such expenses paid in the year for a 
child’s attendance at a boarding school or camp 
to the extent that the total thereof exceeds the 
product obtained when 


(i) in the case of a child of the taxpayer who 


(A) is under 7 years of age at the end of 
the year, or 


(B) is a person in respect of whom an 
amount may be deducted under section 
118.3 in computing a taxpayer’s tax paya- 
ble under this Part for the year, 

$150, and 

(ii) in any other case, $90 


is multiplied by the number of weeks in the year 
during which the child attended the school or 
camp, and 


(d) for greater certainty, any expenses described 
in subsection 118.2(2) and any other expenses 
that are paid for. medical or hospital care, .cloth- 
ing, transportation or education or for board and 
lodging, except as otherwise expressly ae oft 
in this definition, 


are not child care expenses; 
Related Provisions: 64.1 — Individuals absent from Canada. 


History: Subpara. (a)(v) added to the definition “child care ex- 
pense” in subsec. 63(3) Ry 1997, c. 25, subsec. 12(4), applicable to 
1996 et seq. 


Subpara. (a)(iii) of the definition “‘child care expense” in subsec. 
63(3) repealed by 1996, c. 23, subsec. 173(1), in force January 1, 
1998. Subpara. (a)(iii) formerly read: 


(iii) to undertake an occupational training course in respect of 
which the taxpayer or supporting person received a training 
allowance paid to him or her under the National Training Act, 
or 


That portion of subpara. (c)(i) following cl. (B), and subpara. (c)(ii), 
of the definition “child care expense” in subsec. 63(3) amended by 
1994) c. 7, Sch. VIII (1993, c. 24), subsecs. 23(7) and (8), to substi- 
tute “$150” for “$120”, and “$90” for “$60”, applicable to 1993 et 


Income Tax Act, Part I, Div. B 


seq. 
Subpara. (b)(ii) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 36(5), applicable to 1990 et seg. That subpara. formerly read: 


(ii) who is a supporting person of the child or was under 21 
years of age and connected with the taxpayer or the tax- 
payer’s spouse by blood relationship, marriage, or adoption, 
or 


Cl. (c)(i)(B) substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
36(6), applicable to 1991 et seq, That cl. formerly read: 


(B) has. a severe and prolonged mental or physical impair- 
ment that has been certified as such in prescribed form by a 
medical doctor or, where the impairment is an impairment of 
sight, by a medical doctor or an optometrist, where a copy of 
the certificate has been filed with the Minister, 


Pre-RSC History: The definition “child care expense” was para. 
63(3)(a). See Table of Concordance. 


That portion of para. 63(3)(a) preceding subpara. (i), cl. 
63(3)(a)(ii)(C), and subparas. 63(3)(a)(ill), (iv) substituted by 1988, 
c. 55, subsecs. 39(4) to (6), applicable to 1988 et seg. Those substi- 
tuted portions formerly read: 


(a) “child care expense” — “child care expense” means an 
expense incurred for the purpose of providing in Canada, for 
any eligible child of a taxpayer, child care services including 
baby sitting services, day nursery services or lodging at a 
boarding school or camp if the services were provided 


(C) in respect of whom a deduction has been made 
under section 109 in computing the taxable income 
for the year of the taxpayer or of a supporting person 
of the child, 


(ii1) any such expenses incurred in the year for a child’s 
lodging at a boarding school or camp, to the extent that 
the aggregate thereof exceeds the product obtained when 
$60 is multiplied by the number of weeks in the year dur- 
ing which the child was so lodged, and 


(iv) for greater certainty, any expenses described in para- 
graph 110(1)(c) and any other expenses that are incurred 
for medical or hospital care, clothing, transportation or 
education or for board and lodging (except as otherwise 
expressly provided in this paragraph), 


All that portion of para. 63(3)(a) preceding cl. (ii)(A) substituted, 
subparas. 63(3)(a)(ii) to (iv) substituted for subparas. (ii1) to (v), by 
1984, c. 1, subsecs. 25(2)-(5), applicable to 1983 et seq. Also, 
“$60” substituted for “$30” in subpara. (iii). All that portion of para. 
63(3)(a) preceding cl. (ii)(A), subpara. 63(3)(a)(i1i) formerly read: 
(a) “child care expense” — “‘child care expense” of a tax- 
payer means an expense incurred by the taxpayer for the pur- 
pose of providing in Canada, for any child of the taxpayer, 
child care services including baby sitting services, day nurs- 
ery services or lodging at a boarding school or camp, if 
(i) the child was, during the year, ordinarily in the cus- 
tody of the taxpayer and 


(A) under 14 years of age, or 


(B) 14 years of age or over and dependent by reason 
of mental or physical infirmity, 


(ii) the services were provided to enable the taxpayer 


(iii) the services were provided by a resident of Canada 
other than a person 


(A) in respect of whom a deduction has been made 
under section 109 in computing the taxable income 
for the year of the taxpayer or his spouse, or 


424 


Subdiv. e — Deductions in Computing Income 


(B) who, during the year, was under 21 years of age 
and connected with the taxpayer or his spouse by 
blood relationship, marriage or adoption, 


Ch. 63(3)(a)(ai)(C) substituted by 1980-81- 82-83, Cc. 109, subsec. 


19(2), proclaimed in force August 2 1982. Cl. (a)(ii)(C) formerly. 


read: 


to. undertake an Blergedaedl training course in respect of 
_ which he received.an adult training. allowance paid to him 
under the Adult Occupational Training Act, or 


Subparas. 63(3)(a)(ii),-(iv) substituted by 1976-77, c. 4, subsecs. 
21(3), (4), applicable to 1976 et seg., to’ substitute (in subpara. 
63(3)(a)(iv)) “$30” for “$15”. Subpara. (a)(it) formerly read: 


(ii) the services were provided to enable the taxpayer to per- 
form the duties of an office or employment or to carry on’a 
business either alone or asa dadety actively engaged in the 
business, and 


Interpretation Bulletins: See list at end of s. 63. 


“earned income” of a taxpayer means the total of 


(a) all salaries, wages and other remuneration, in- 
cluding gratuities, received by the taxpayer in re- 
spect of; in the course of, or because of, ‘offices 
and employments, ; 


(b) all amounts that are included or that would, 
but for paragraph 81(1)(a), be included because 
of section 6 or 7 or paragraph 56(1)(n) or (0), in 
computing the taxpayer’s income 


(c) all the taxpayer’s incomes or the amounts that 
would, but for paragraph 81(1)(a), be the tax- 
payer’s incomes from all businesses: carried on 
either alone or as a partner actively engaged in 


_ Pre-RSC History: The definition 


S. 63(3) eli 


the business, and 


(d) all amounts described. in paragraph s8(®(a) 
received by the taxpayer in the year; 


Related Provisions: 122.6“earned income” — definition in 63(3) 


applies to Child Tax Benefit. 


History: Para. (b) of the definition “earnéd income” in subsec. 
63(3) amended by 1996, c. 23, subséc. 173(2), in force eau rey I, 
1998. Para. (b) formerly read: L 


(b) all amounts that are included or that would, fuss for para- 
graph 81(1)(a), be included because of section 6 or 7 or para- 
graph 56(1)(m), (n) or (0);-in computing the taxpayer’s 
income, | 

Paras.’(a) to (d) of the definition “earned income” in subsec. 63(3) 


substituted for (a) to (c) by 1994, c. 7, Sch. VII (1992, c. 48), sub- 
sec, 3(1), applicable to 1993 et seq. Paras. (a) to (c) formerly read: 


(a) all salaries, wages and other remuneration, including gra- 
tuities, received by the taxpayer in respect of, in the course 
of, or by virtue of offices and employments, and all amounts 
included in computing the pierre $s income by virtue of sec= . 
tions 6 and.7, 


(b) amounts included in computing the taxpayer’s income by | 
virtue of paragraph 56(1)(m), (n) or (0),.and 
(c) the taxpayer’s incomes from all businesses carried on ei- 
~-ther alone or as a partner actively engaged in the business; 
Pre-RSC History: The sekehase 
63(3)(b). 


Interpretation Bulletins: IT-434R: Rental of réal iit by 
individual. See also list at end of s. 63, 


“earned income” was para. 


“eligible child” Of a PANE | for a taxation year 


means 


(a) a child of the taxpayer or of the taxpayer’ S 
“spouse, or 


(b) a child dependent on the taxpayer or the tax- 
payer’s spouse and whose income for the year 
does not exceed the amount used under paragraph 
(c) of the description of B in subsection 118(1) 
for the year 


if, at any time during the year, the child 
(c) is under 16 years of age, or 
(d) is dependent on the taxpayer or on the tax- 
payer’s spouse and has a mental or physical 
infirmity; 


History: Para. (c) of the definitinn “eligible child” in subsec. 63(3) 
amended by 1997, c..25, subsec. 12(5), applicable. to 1996 et seg. 
Para. (c) formerly read: ; 


(c) is under 14 years of age, or 


Para. (b) of the definition “eligible child” in subsec. 63(3) substi- 
tuted by 1994, c. 7; Sch. VII (1992, c. 48), subsec. 3(2), SPR EEN 
to 1993 et seq. Para. (b) formerly read: 


(b) a child in respect of whom the taxpayer deducted: an 
amount under section 118, for the year, 


“eligible child” was para. 
63(3)(c). : 


Para. 63(3)(c) substituted, by 1988, c. 55, subsecs. 39(7), applicable 
to 1988 et seg. Para. (c) yada read: 


(c) “eligible child” of a taxpayer for a taxation. year means 
(i) a child of the taxpayer or of his. spouse, or 


(ii) a child in respect of whom the taxpayer deducted an 
amount under section 109 for the year, 
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if, at any time during the year, the child was under 14 years of 
age or was over 13 years of age and dependent on the tax- 
payer by reason of mental or physical infirmity; and 


Para. 63(3)(c), added by 1984, c. 1, subsec. 25(6), ual age to 
1983 et seq. 


“supporting person” of an eligible child of a tax- 
payer for a taxation year means a person, other than 
the taxpayer, who is 


(a) a parent of the child, 
(b) the taxpayer’s spouse, or 


(c) an individual who deducted an amount pealés 
section 118 for the year in respect of the child, 


if the parent, spouse or individual, as the case may 
be, resided with the taxpayer at any time during the 
year and at any time within 60 days after the end of 
the year. 

History: The opening words of the definition “supporting person” 


in subsec. 63(3) amended by 1997, c. 25, subsec. 12(6), applicable 
to 1983 et seg. The opening words formerly read: 


“supporting person” of an eligible child of a taxpayer for a 
taxation year means 


Pre-RSC History: The definition “supporting person’ was‘para. 


63(3)(d). 
Subpara. 63(3)(d)(iii) amended to substitute “section 118” for “sec- 


tion 109”, by 1988, c. 55, subsec. 39(8), applicable to 1988 et seq.; 


Para. 63(3)(d) added by 1984, c.1, subsec. 25(6), applicable to 1983 
et seq. 


(4) Commuter’s child care expense — Where 


in a taxation year a person resides in Canada near the 
boundary between Canada and the United States and 
while so resident incurs expenses for child care ser- 
vices that would be child care expenses if 


(a) the definition “child care expense” in subsec- 
tion (3) were read without reference to the words 
“in Canada’, and 


(b) the reference in paragraph (b) of the definition 
“child care expense” in subsection (3) to “resi- 
dent of Canada” were read as “person’’, 


those expenses (other than expenses paid for a 
child’s attendance at a boarding school or camp 
outside Canada) shall be deemed to be child care ex- 
penses for the purpose of this section if the child care 
services are provided at a place that is closer to the 
person’s principal place of residence by a reasonably 
accessible route, having regard to the circumstances, 
than any place in Canada where such child care ser- 
vices are available and, in respect of those expenses, 
subsection (1) shall be read without reference to the 
words “and contains, where the payee is an individ- 
ual, that individual’s Social Insurance Number”. 


History: Subsec. 63(4) added by 1994, c. 21, s. 27, applicable to 
1992 et seq. 


Pre-RSC History [former subsec. 63(4)]: Subsec. 63(4) re- 


pealed by 1984, c. 1, subsec. 25(7), applicable to 1983 et seq. Sub- 
sec. 63(4) formerly read: 


(4) Custody — For the purposes of this section, it shall be 
assumed that a child of a woman and a man who were living 
together without being married to each other was ordinarily in 
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the custody of the woman and not in the custody of the man. 


Selected Cases [s. 63]: Senger-Hammond y. Canada, [1997] 1 
C.T.C. 2728 (TCC) (Purpose of legislation is to permit deduction of 
child care expenses, not collection of tax from baby-sitters). 


Definitions [s. 63]: “amount”, “business” — 248(1); “Canada” — 
64.1, 255; “child” — 252(1); “child care expense”, “earned in-— 
come”, “eligible child” — 63(3); “employment” — 248(1); “fa- 
ther” — 252(2); “individual” — 248(1); “marriage” — 252(4)(b); 
“medical doctor” — 118.4(2); “Minister” — 248(1); “mother” — 
252(2);). “office” —248(1); “parent” — 252(2); “person”, pr ere 
scribed” — 248(1); “spouse” — 252(4)(a); “supporting person” — 
63(3); “taxable income” — 2(2), 248(1); “taxation year” — 249; 
“taxpayer” — 248(1). 


Interpretation Bulletins [s. 63]: IT-193 SR: Taxable income of 
individuals resident in Canada during part of a year.(Special Re- 
lease); IT-495R2: Child care expenses; IT-518R: Food, beverages 
and entertainment expenses. 


63.1 [See s. 64.1] 


64. Attendant care expenses — Where a tax- 


payer in respect of whom an amount may be de- 


ducted by reason of section 118.3 for a taxation year 


files with the taxpayer’s return of income (other than 
a return of income filed under subsection 70(2) or 
104(23), paragraph 128(2)(e) or subsection 150(4)) 
under this Part for the year a prescribed form con- 
taining prescribed information, there may be de- 
ducted in computing ‘the: taxpayer’s income for the 
year an amount that is equal to the least of 


(a). the amount determined by the formula 


A = B 
where 


- A is the total of all amounts each of which i is an 
amount that was 


(i) paid in the year by the taxpayer to a 
person who, at the time of the payment, is 
neither the taxpayer’s spouse nor under 18. 
years of age as or on account of attendant, 
care provided in Canada to the taxpayer to 
enable the taxpayer. to 


(A) perform the duties of an difice or 
employment, 


(B) carry on a business either alone or 
as a partner actively engaged in the 
business, or 


(C) [Repealed] 


(D) carry on research or any similar 
work in respect of which the ig rie 
received a grant, 


the payment of which is proven by filing 
with the ‘Minister one or more receipts 
each of which was issued by the payee and 
contains, where the payee is an individual, 
that individual’s Social Insurance Number, 
and 


(ii) not included in Aa i a pedaentn 
under section 118.2.for any taxation year, 
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and. 


Bis the total of all amounts each of which is the 
amount of a reimbursement or any other form 
of assistance (other than prescribed assistance 
or an amount that is included in computing a 
taxpayer’s income and that is not deductible 
in computing the taxpayer’s taxable income) 
that any taxpayer is or was entitled to receive 
in respect of an amount included in computing 
_the value of A, 


(b) /; of the total of all amounts each of which is 


(i) an’amount included under any of sections 
5, 6 and 7 in computing the taxpayer’s income 
for the year from an office or employment, 
(ii) an amount included by reason of para- 
graph 56(1)(n) or (0) in computing a tax- 
payer’s income for the year, or 
(iii) the taxpayer’s income: for the year from a 
business carried on either alone or as'a partner 
actively engaged in the business, and 

(c) $5,000. | 


Related Provisions: 4(2) — Deductions under s. 64 not applica- 
ble to any particular source; 64.1 — Individuals absent from Can- 
ada; 118.2(2)(b), (b.1), (c) — Medical expense — attendant care; 
252(4)(a) — Extended meaning of “spouse”; 257 — Formula can- 
not calculate to less than zero. 


History: Cl. 64(a)AG)(C) repealed by 1996, c. 23, subsec. 174(1), 
in force January 1, 1998. Cl. ©) formerly read: 
(C) undertake an occupational training course in 1 respect of 


which the taxpayer received.a training allowance under the 
National Training Act, or 


Subpara. 64(b)(ii) amended by 1996, c, 23, subsec. 174(2), in force 
January 1, 1998. Subpara. (ii) formerly read: 


(ii) an amount included by reason of paragraph 56(1)(m), Gay! 
or (0) in computing the taxpayer’s income for the year, or . 


Para. 64(a) substituted by 1994, c, 7, Sch. II 1991, c:49), s.37(1), 
applicable to 1989 et seq., except that, in its application to the 1989 
and 1990 taxation years, that portion of subpara. (i) in the descrip- 
tion of A preceding cl. (A) thereof shall be read as follows: * 


(i) paid in the year by the taxpayer to a person (other than a 
person related to the taxpayer or a person under 18 years of 
age) as or on account of attendant care‘ provided in Canada to 


S. 64 


the taxpayer to enable the taxpayer to 
Para. 64(a) formerly read: 


(a) the total of all amounts each of which is an amount that 
was Mirshitake aaed ’ 
(i) paid in the year by the taxpayer to 4 person (other than 
a person related to the taxpayer ‘ora person under 18 
years of age) as or on account of attendant care provided 
in Canada to the taxpayer to enable the taxpayer to’ 


(A) perform the duties of an office or, employment, 


(B) carry on a business either alone, or as a partner 
actively engaged in the business, 


(C) undertake an occupational training course in re- 
spect of which the taxpayer received'‘a training al- 
lowance under the National Training Act, or 


(D) carry on research or any similar work in respect 
of which the taxpayer received a grant, 


the payment of which is proven by filing with the Minis- 

‘ter one or more’receipts each of which was’ issued by the 
payee and contains, where the payee is an individual, that 
individual’s Social Insurance Number, and 


(ii) not included in computing a deduction under section 
‘118.2 for the year or any subsequent taxation year, 


Pre-RSC History: S. 64 added toe 1990, c.39, s. 14, applicable to 
1989 et seq. 


Definitions [s. 64]: “amount”, Can sindse! — 248(1); “Canada” — 
ride 255; “employment”, “individual” s.‘Minister’’,; “office”, “per- 

n” minpReseribed zs 448(1); “spouse! #252(4)\a); “taxable in- 
come” — 2(2), ,248(1); “taxation year’ a 249s “taxpayer” — 
248(1). 


Regulations: No assistance prescribed to date for 64(a)B. 


Interpretation Bulletins: IT-519R: Medical expense and disabil- 
ity tax’ credits and attendant care expense deduction. 


Information Circulars: 82-2R2: SIN’ spiel that relates to the 
preparation of information slips. 


Forms: 1929: Attendant care expenses. 


Pre-RSC History [former s. 64]: Former s. 64 repealed by 1980- 
81- 82-83, c. 140, s. 32, applicable with respect to dispositions oc- 
curring after November 12, 1981 otherwise than pursuant to the 
terms in existence on November 12, 1981 of an offer or agreement 
in writing made or entered into on or-before that’ date. S. 64 for- 
merly read: 


64. () Reserve in respect of .consideration:: for 
disposition of: resource property not receivable until 
subsequent year — In computing ‘a taxpayer’s income for a 
taxation year (in this subsection bie cgi: to as the “current: 
year’), where 1 


(a) by virtue of subsection 59(1)-or:(3), an amount has 
been included in computing the taxpayer’s income for the 
current year or a previous year, or_, 


(b) by virtue of subsection 83A(5ba) or (5c) of this Act as 
it read in its application to a taxation,year before the 1972 
taxation year, an amount has been included in computing 
the taxpayer’s income for that previous year, 


in respect of the disposition of any-property,-and that amount 
or a part thereof is not due until a day that is after the end of 
the current year, there may be deducted as a reserve in respect 
of that amount the part thereof that is not due until a day that 
is after the end of the current year (not exceeding, where the 
property was disposed of in a taxation year preceding the cur- 
rent year,any amount deducted under this, subsection in re- 
spect of the disposition of the property in computing the tax- 
payer’s income for the taxation year immediately preceding 
the current year), and for greater certainty, no deduction may 
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be made in respect of that amount by virtue of paragraph 
20(1)(n). 


(1.1) Idem — Where, by virtue of paragraph 59(3.2)(c), an 
amount has been included in computing a taxpayer’s income 
for a taxation year (in this subsection referred to as the “initial 
year”) and an amount has by virtue of the disposition of a 
property to which subsection 59(1.1) or (3.1) applies been in- 
cluded, by virtue. of clause 66.2(5)(b)(v)(A), in computing the 
cumulative Canadian development expense.of the taxpayer at 
any time in the initial year and all or a portion of the amount 
so included in computing the taxpayer’s cumulative Canadian 
development expense is not due until after the end of a taxa- 
tion year, there may be deducted as a reserve in computing 
the income of the taxpayer for that taxation year in respect of 
the portion of the amount that is not due until after the end of 
that taxation year, — 


(a) where the taxation year is the initial year, the lesser of 


(i) the amount: included in computing the taxpayer’s 
income for the taxation year by virtue of paragraph 
59(3.2)(c); and 


(ii) the part of the portion of the amount in respect of 
a disposition of the property that is not due until a 
day that is after the end of the taxation year, or 


_(b) in any other case; the lesser of 


(i) the amount deducted under this paragraph or para- 
graph (a) in respect of the property in computing the 


taxpayer’s income. for the immediately preceding | 


taxation year, and 


(ii) the part of the portion of the amount in respect of 
the property that is not due until a day that is after 
the end of the taxation year 


and for greater certainty, no deduction may ‘be made in 
respect of any amount or portion of any amount referred 
to in paragraph (a) or (b) by virtue of paragraph 20(1)(n). 


(1.2) Idem — Where, by virtue of paragraph 59(3.2)(c), an 
amount has been included in computing a taxpayer’s income 
for a taxation year (in this subsection referred to as the “initial 
year’) and an amount in respect of the disposition of a prop- 
erty to which subsection 59(1.2) applies has been included, 
by virtue of clause 66.4(5)(b)(v)(A), in computing the cumu- 
lative Canadian oil and gas property expense of the taxpayer 
at any time in the initial year and all or a portion of the 
amount so included in computing the taxpayer’s cumulative 
Canadian oil and gas property expense isnot due until after 
the end of.a taxation year, there may be deducted as a reserve 
in computing the income of the taxpayer for that taxation year 
‘in respect of the portion of the:amount that is not due until 
after the end of that taxation year, 


(a) where the taxation year is the initial year, the least of 


(i) the amount, if any, by which the amount included 
in computing the taxpayer’s income for the taxation 
year by virtue of paragraph 59(3.2)(c) exceeds the 
amount deducted under paragraph (1.1)(a) in com- 
puting his income for the year, 


(ii) the amount determined under subsection 66.4(1) 
in respect of the taxpayer for the year, and 


(ili) the part of the portion of the amount in respect 
of a disposition of the property that is not due until a 
day that is after the end of the year, or 


(b) in any other case, the lesser of 
(i) the amount deducted under this subsection in re- 
spect of the property in computing the taxpayer’s in- 
come for the spi preceding taxation year, 
and 
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(ii) the part of the portion of the amount in respect of 
the property that is not due until a day that is after 
the end of the taxation year, 


and for greater certainty, paragraph 20(1)(n) does not ap- 
ply with respect to apy amount deductible under this 
subsection. 


.,,(2) Application — Subsections (1), (1.1) and (1,2) do not ap- 
ply to allow a deduction in computing the income of a tax- 
payer for a taxation year if the taxpayer, at the end of the year 
or at any time in the immediately following year, © 


(a) was exempt from tax under any provision of this Part; 
. or 


(b) was not resident in Canada and did not carry on busi- 
ness in Canada: 


All that-portion of subsec. 64(1.1) preceding para. (a) substituted by 
1980-8 1-82-83, c. 48, subsec. 32(1), applicable to 1977 et seq. That 
portion formerly read: 


(1.1) Where by virtue of paragraph 59(3. 2y(c), an amount has 
been included in computing a taxpayer’s income for a taxa- 
tion year (in this section referred to as the “initial year”) and 
an amount has by virtue of the disposition of a property to 
which subsection 59(1.1) or (3.1). applies been included, by 
virtue of subparagraph 66.2(5)(b)(v), in computing the cumu- 
lative Canadian development expense of the taxpayer at any 
time in the initial year and all or a portion of the amount so 
included in computing the taxpayer’s cumulative Canadian 
-development expense is not due until after the end of-a taxa- ~ 
tion year, there may be deducted. as a reserve in computing 
the income of the taxpayer for that taxation year in respect of 
the portion of the amount that is not due until after the end of 
that taxation year, 


Subsec. 64(1.2) added by 1980- g1. -82-83, c. 48, subsec. 32(2), ap- 
plicable to taxation years ending after December 11, 1979. 


All that portion of subsec. 64(2) preceding para. (a) substituted by 
1980-81-82-83, c. 48, subsec. 32(3), applicable to taxation years 
ending after December 11, 1979, to add reference to subsec. (1.2). 
Subsec. 64(2) substituted by 1977-78, c. 1, s. 28, applicable to 1977 
et seq. Subsec. 64(2) formerly read: 
(2) Subsections (1) and (1.1) do not apply to allow a deduc- 
tion in computing the income of a taxpayer for a taxation year 
if the taxpayer, at any time in he year or in the immediately 
following year, 


(a) ceases to be a aot of Canada; 

(b) becomes exempt from tax under any provision of this 
Part; or 

(c) if a non-resident, ceases to carry on business in 
Canada. 


All that portion of subsec. 64(1) following para. (b) substituted by 
1974-75-76, c. 26, subsec. 34(1), applicable to taxation years ending 
after November 18, 1974, to substitute “due” for “receivable”. 
Subsec. 64(1.1) added by 1974-75-76, c. 26, subsec. 34(1), applica- 
ble to taxation years ending after May 6, 1974. 

All that portion of subsec. 64(2) preceding para. (a) substituted by 
1974-75-76, c. 26, subsec. 34(2), applicable to taxation years ending 
after November 18, 1974, to add reference to subsec. Cl. ry 


64.1 Individuals absent from Canada — In ap- 


_ plying sections 62, 63 and 64 in respect of a taxpayer 


who is, throughout all or part of a taxation year, ab- 
sent from but resident in Canada, the following rules 
apply for the year or that part of the year, as the case 
may be: 


(a) subsection 62(1), the definition: ‘child care ex- 
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pense” in subsection 63(3) and section 64 shall be 
read without reference to the words “in Canada’; 


‘(b) subsection 63(1) and section 64 shall be read 
without reference to the words “and contains, 
where the payee is an individual, that individual’s 
Social Insurance Number’, if the payment re- 


ferred to in that subsection or ‘section, as the case | 


-may be, is made toa person who is: not resident in 
Canada; and 


(c) paragraph (b) of the definition “child care ex- 


pense” in subsection 63(3) shall be read as if the | 


word “person” were substituted for the words 
“resident of Canada” where they appear therein. 


Pre-RSC History: S. 64.1 substituted for s. 63.1 by 1990, c. 39, s. 
14, applicable to 1989 et seq. S. 63.1 formerly read: 


63.1 Application to deemed residents — Where a taxpayer 
is deemed by section 250 to be resident in Canada throughout 
all or part of a taxation year, in applying sections 62 and 63 in 
respect of him for the period when he‘is so deemed to ve resi- 
dent in Canada, the following rules apply: 


(a) [Repealed] 


(b) subsection 62(1) shall be read without reference to the 
words “in Canada”; 


(c) subsection 63(1) shall be read without reference to the 
words “and contains, where the payee is an individual, 
that individual’s Social Insurance Number”, if the pay- 
ment referred to in that subsection is made to a person 
who is neither resident in Canada nor deemed by section 
250 to be resident in Canada; 


(d) paragraph 63(3)(a) shall be read without reference to 
the words “in Canada”; and © 


(e) subparagraph 63(3)(a)(ii) shall be read as if the word 
“person” were substituted for the words “resident of Can- 
ada” where they appear therein. 


That portion of s. 63.1 preceding para. (b) substituted by 1988, c. 
55, s. 40, applicable to 1988 et seg. That portion formerly read: 


63.1. Application to deemed residents — Where a tax- 
payer is deemed by section 250 to be resident in Canada 
throughout a taxation year or during a.part of a taxation year, 
in applying sections 60, 62 and 63 in respect of him during 
the period when he is so deemed to be resident in Canada, the 
following rules: apply: 


(a) paragraph 60(f) shall be read without reference to the 
words “in Canada”; 


Para. 63.1(c) substituted, Dee 63.1(e) amended to substitute 
“63(3)(a)(il)” for “63(3)(a)(iii)” by 1984, c. 1, s. 26, applicable to 
1983 et seq. Para. 63.1(c) formerly read: 


(c) paragraph 63(1)(c) shall be read without reference to the 
words “each-of which contains the Social Insurance Number 
of any individual payee who issued the receipt” if the pay- 
ment referred to in that paragraph. is made to.a person who is 
neither resident in Canada nor deemed by section, 250 to be 
resident in Canada; 


S. 63.1 added by 1976-77, c. 4, s. 22, applicable to 1976 et seq. 
Definitions [s. 64.1]: “Canada” — 255; “person” — 248(1); “res- 
ident” — 250; “taxation year” — 249; “taxpayer” — 248(1). 


Remission Orders: Child Care Expense and Moving Expense 
Remission Order, P.C. 1991-257 (same relief as section 64.1 for 
1984-88, can be applied for retroactively). 


Interpretation Bulletins: IT-178R3: Moving expenses; IT- 
495R2: Child care expenses; IT-519R: Medical expense and disabil- 
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ity tax credits and attendant care expense deduction. 


65. (1) Allowance for oil or gas well, mine or 
timber limit — There may be deducted in comput- 
ing a taxpayer’s income for a taxation year such 
amount as an allowance, if any, in respect of 


(a) a natural accumulation of petroleum or natural 
gas, oil or gas well, mineral resource or timber 
limit, 

(b) the processing of ore (other than iron ore or 
tar sands) from a mineral resource to any stage 
that is not beyond the prime. metal stage or its 
equivalent, | 


(c) the processing of iron ore from a mineral re- 
source to any stage that is not beyond the pellet 
stage or its: equivalent, or 


(d) the processing of tar sands from a mineral re- 
source to any stage that is not beyond the crude 
oil stage or its equivalent 


as is allowed to the taxpayer by regulation. 


Related Provisions: 20(1)(v.1)— Resource allowance; 53(2),— 
Amounts to: be deducted; 65(3)-—— Allocation of allowance for coal 
mine; 66(1) — Exploration and development expenses of principal- 
business corporations; 66.7 — Successor rules; 96(1)(d) —.No de- 
duction at partnership level; 104(17) — Trusts — depletion allow- 
ance; 127.52(1)(e) — Limitation on deduction for minimum. tax 
purposes; 133(1)(b) — No deduction allowed to non-resident- 
owned investment corporation; 209 — Tax on carved-out income. 


Pre-RSC History: Para. 65(1)(a) substituted by 1986, c. 6, subsec. 
31(2), applicable to taxation years ending after March 1985, to add 
“a natural accumulation of petroleum or natural gas”. 


Para. 65(1)(b) substituted, and (c) and (d) added, by 1985, c. 45, 
subsec. 27(1), applicable to 1985 et seq. Para.,65(1)(b) formerly 
read: 


(b). the processing, to the prime. metal stage or its equivalent, 
of ore from a mineral resource, 


Subsec. 65(1) substituted by 1973-74, c. 30, s. 6, applicable to 1973 
et seq. Subsec. 65(1) formerly read: 


65. (1) There may be deducted in computing a taxpayer’s in- 
come for a taxation year such amount as an allowance in re- 
spect of an oil or gas well, mineral resource or timber limit, if 
any, as is allowed to the taxpayer by regulation. 


Selected Cases [subsec. 65(1)]: Echo Bay Mines Ltd. v. Can- 
ada, [1992] 2 C.T.C. 182 (FCTD) (Gains from settlement of for- 
ward sales contracts for silver were “resource profits”); Canterra 
Energy Ltd. v. The Queen, [1987] 1 C.T.C. 89 (FCA) (Frontier ex- 
ploration allowance can result in figure less than, zero; mathematical 
formula requires technical interpretation of “minus”); Cominco Ltd. 
v. The Queen, [1984] C.T.C.'548 (FCTD); aff’d [unreported]. (Dec. 
2, 1985) (FCA); leave to appeal to SCC refused (sub nom. Cominco 
Ltd. v. MNR) (1986), 66 NR 77 (note) (Allowance disallowed when 
insurance proceeds for loss of income not from production or 
processing of minerals); Texaco Exploration Co. v. The Queen, 
[1975] C.T.C. 404 (FCTD) (Value of abandoned properties de- 
ducted in calculating allowance for net increases in capital invest- 
ment in property); MNR v. Consolidated Mogul Mines Ltd., [1968] 
C.T.C. 429 (SCC) (Taxpayer engaged in business of mining or ex- 
ploring for minerals despite principal business of development and 
management of other mining companies). 


Regulations: 1200. 
1.T. Application Rules: 29(1)-(4), (11)-(14), (16), (24). 
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(2) Regulations — For greater certainty it is 
hereby declared that, in the case of a regulation made 
under subsection (1) allowing to a taxpayer an 
amount in respect of a natural accumulation of petro- 
leum or natural gas, an oil or gas well or a mineral 
resource or in respect of the processing of ore, 


(a) there may be allowed to the taxpayer. by. that 
regulation an amount in respect of any. or all 


(i) natural accumulations of petroleum or nat- 
ural gas, oil or gas wells or mineral resources 
in which the taxpayer has any interest, or 


(ii) processing operations described in any of 


paragraphs (1)(b), (c) or (d) that are carried on | 


by the taxpayer; and 


(b) notwithstanding any other provision con- 
tained in this Act, the Governor in Council: may 
prescribe the formula by which the amount that 
may be allowed to the taxpayer by that regulation 
shall be determined. . 
Related Provisions: 20(1)(v) — Deduction for mining taxes; 
59(6) — Definitions in regulations apply for purposes of s. 59; 
66(1) — Exploration and development expensés. of principal-busi- 
ness corporations; 66.7 — Successor sete 221 — Rules applicable 
to regulations generally. 
Pre-RSC History: All that portion of subsec. 65(2) preceding 
para. (a) and subpara. 65(2)(a)(i) substituted by 1986, c. 6, subsec. 
31(2), appucable to taxation years ending after March 1985, to add, 
respectively, “a natural accumulation of petroleum or seat gas” 
and “natural accumulations of petroleum or natural gas”. 
Subpara. 65(2)(a)(ii) amended by 1985, c. 45, subsec. 27(2), to sub- 
stitute “any of paragraphs (1)(b), (c) or (d)” for “paragraph (1)(b)”, 
applicable to 1985 et seq. 
Subsec. 65(2) substituted by 1973-74, c. 30, s. 6, applicable to 1973 
et seg. Subsec. 65(2) formerly ‘read: 


(2) For greater certainty it is hereby declared that, in the case 
of a regulation made under subsection (1) allowing to a tax- 
payer an amount in respect of an oil or gas well or a mineral 
resource, 


(a) there may be allowed to the taxpayer by such regula- © 
tion an amount in respect of any or all oil or gas wells or 
mineral resources in which the taxpayer has any interest, 
and 


(b) notwithstanding any other provision contained in this 
Act, the Governor in Council may prescribe the formula 
by which the amount that may be allowed to the taxpayer 
by such regulation shall be determined. — 


Regulations: Part XII. 
1.7. Application Rules: 29(1)-(4), (11)- (14), (16), (24), 


(3) Lessee’s share of allowance — Where a de- 
duction is allowed under subsection (1) in respect of 
a coal mine operated by a lessee, the lessor and 
lessee may agree as to what portion of the allowance 
each may deduct and, in the event that they cannot 
agree, the Minister may fix the portions. 

1.T. Application Rules: 29(1)-(4), (11)-(14), (16), (24). 

Forms [subsec. 65(3)]: T3015: Allocation agreement to deter- 
mine a taxpayer’s threshold amount in respect of an oil or gas well. 


Definitions [s. 65]: “amount”, “mineral resource”, “Minister”, 
“oil or gas well”, “regulation”, “tar sands” — 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 
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66. (1) Exploration and development 
expenses of principal-business corpora- 
tions — A principal-business corporation may. de- 
duct, in computing its income for a taxation year, the 
lesser of 


(a) the total of such of its Canadian exploration 
and development expenses as were incurred by it 
before the end.of the taxation year, to the extent 
that they were not deductible in computing in- 
come for a previous taxation year, and 


(b).of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this subsection, section 65 or subsection 
66.1(2), minus the deductions allowed for the 
year by sections 112 and 113. 

Related Provisions: 66(10)— Joint exploration corporation; 


87(6), (7) — Obligations of predecessor corporation. See additional 
Related provisions and Definitions at end of s. 66. 


Pre-RSC History: Para. 66(1)(b) substituted by 1977-78, c. 1, 
subsec. 29(1), applicable to taxation years ending after May 6, 
1974. 


Para, 66(1)(b) substituted by 1974-75-76, c. 26, subsec. 35(1), ap- 
plicable in respect of taxation years ending after May 6, 1974, to 
add reference to s. 66.1. 


Para. 66(1)(b) substituted by 1973-74, c. 14, subsec. 18(1), applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 66(1)]: The Queen y. Alberta and 
Southern Gas. Co. Ltd., [1978] C.T.C. 780 (SCC) (Tax considera- 
tions of transaction in acquiring and ending rights not artificially 
reducing income; deduction permitted). 


1.T. Application Rules: 29. 


Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


(2) Expenses of special product corpora- 
tions — A corporation (other than a principal-busi- 
ness corporation the principal business of which is 
described in paragraph (a) or (b) of the definition 
“principal-business corporation” in subsection (15)), 
whose principal business is the production or mar- 
keting of sodium chloride or potash or whose busi- 
ness includes manufacturing products the manufac- 
turing of which involves processing sodium chloride 
or potash, may deduct, in computing its income for a 
taxation year, the drilling and exploration expenses 
incurred by it in the year and before May 7, 1974 on 
or in respect of exploring or drilling for halite or 
sylvite. 

Related Provisions: See additional Related provisions and Defi- 
nitions at end of s. 66. 


Pre-RSC History: Subsec. 66(2) substituted by 1974-75-76, c. 26, 
subsec. 35(1), applicable in respect of taxation years ending after 
May 6, 1974, to add ‘“‘and before May 7, 1974”. 


1.T. Application Rules: 29. 


(3) Expenses of other taxpayers — A taxpayer 
other than a principal-business corporation may de- 
duct, in computing the taxpayer’s income for a taxa- 
tion year, the total of the taxpayer’s Canadian explo- 
ration and development expenses. to the extent that 
they were not deducted in computing the taxpayer’s 
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income for a preceding taxation year. 


Related Provisions: 66(5) — Dealers; 66(10) — Joint explora- 


tion corporation. See additional Related provisions and Definitions 
at end of s. 66. 


Pre-RSC History: Subsec. 66(3) substituted by 1985, c. 45, sub- 
sec. 28(1), applicable to 1985 et seq. Subsec. 66(3) formerly read: 


(3) Expenses of other taxpayers — A taxpayer who is an 

individual or a corporation other than a principal-business 

corporation may deduct, in computing his income for a taxa- 
- tion year, the lesser of 


(a) the aggregate of such of his Canadian exploration and 
development expenses as were incurred by him before 
the end of the taxation year to the extent they were not 
deductible in computing his income for a previous taxa- 
tion year,- and 


- (b) of that aggregate, the greater of 


(i) such amount as the taxpayer may claim, not ex- 
ceeding 20% of the aggregate determined under par- 
agraph (a), and 


(ii) the amount, if any, by which the aggregate of 


(A) such part of his income for the taxation year 
as may reasonably be regarded as attributable to 
the production of petroleum or natural gas from 
wells in Canada or to the production of minerals 
from mines in Canada, 


(B) his income for the taxation year’from royal-: 
ties in respect-of an oil or gas well in Canada’o or 
a mine in Canada, 


(C) the amount, if any, included in computing 
his income for the year by virtue of paragraph 
59(3.2)(b) or (c), and 


(D) the aggregate of amounts included in com- 
puting his income for the year by virtue of any 
of paragraphs 59(2)(a), (c) and (d) and subsec- 
tion 59(2.1) 


exceeds 


(E) the aggregate of amounts deducted in com- 
puting his income for the year under subsection 
64(1) in respect of property described in para- 
graph 59(1.2)(b), or under subsection 64(1.1) or 
(1.2), 


if no deduction were allowed under this subsection, 
subsection.66.1(3) or section 65. 


Cl. 66(3)(b)(ii)(E) substituted by 1980-81-82-83, c. 48, subsec. 


33(1), applicable to taxation years ending after December 11, 1979." 


Cl. 66(3)(b)(ii)(E) formerly read: 


(E) the aggregate of amounts deducted in computing his in- 
come for the year, under paragraph 64(1)(a) in respect of 
property described in subsection 59(1.1), under paragraph 
64(1)(b) or under subsection 64(1.1), 


That portion of para. 66(3)(b) preceding subpara. (i) and that por- 
tion following clause (11)(E) substituted by 1977-78, c. 1, subsecs. 
29(2), (3), applicable to taxation years ending after May 6, 1974. 
Those portions formerly read: 


' (b) of that aggregate, the amount, if any, eh which the greater 
of 


if no deductions were allowed under section 65, 
exceeds 


(iii) the amount of any deduction allowed by the Income 
Tax Application Rules, 1971 in respect of this subpara- 
graph in computing his income for the year. 


S.,66(4)(b)(ii)(A) 


All that portion of subpara. 66(3)(b)(ii) following clause (C) substi- 
tuted by 1976-77, c. 4, subsec. 23(1), applicable to taxation years 


ending after May 6, 1974. That portion formerly read: 
(D) the amount included in computing his income for the 
year by virtue of subsections 59(2) and (2.1) 
exceeds 
(E) the amount deducted under section 64 in computing 
his income for the year, 
if ho deductions were allowed under section 65, 
All that portion of subpara. 66(3)(b)(ii) preceding ‘cl. (A) and cl. 
66(3)(b)(ii)(C)' substituted; (D), (E) added by '1974-75-76, c. 26, 
subsecs.,35(1.1); (2), applicable:in respect of taxation years ending 


after May. 6, 1974. That portion and. cl..66(3)(b)Gi)(C) formerly 
read: 


(11) the aggregate of 


(C) the aggregate of amounts each of which is an amount, 
in respect of a Canadian resource property or a property 
referred to in paragraph 59(1)(c) or 59(3)(a) that has been 
disposed of by him, equal to the amount; if.any, by which 


. (I), the amount included in computing his income for 
the year by virtue of section 59 in respect of the dis- 
position of the property, 

exceeds 7 . 
(II) the amount deducted under section 64 in respect 
of the property in computing his income for the year, 
Cl. 66(3)(b)(ii)(A) substituted by 1973- 7, c. 14, subsec. 18(2), ap- 
plicable to 1972 et seq. ; 


I.T. Application Rules: 29. 


(4) Foreign exploration and development ex- 
penses — A taxpayer who is resident throughout a 
taxation year in Canada may deduct, in computing 
the taxpayer’s income for that taxation year, the 
lesser of 


(a) the amount, if any, by which , 
(i) the total of the foreign exploration and de- 


velopment expenses incurred by the taxpayer 
before the end of the year 


exceeds the total of 


(ii) such of the expenses described i in subpara- 

- graph (i) as were deductible in computing the 

taxpayer's income for a preceding taxation 
year, and 


(iii) all amounts by which the amount de- 
scribed in this paragraph in respect of the tax- 
payer is required because of subsection 80(8) 
to be reduced at or before the end of the year, 
and 


(b) of that total, the greater of, 


(i) such amount as the taxpayer may claim not 
exceeding 10% of. the total determined under 
paragraph (a), and 

(ii) the total of 


(A) such part of the taxpayer’s income for 
the taxation year as may reasonably be re- 
garded as attributable to the production of 
petroleum or natural gas from natural ac- 
cumulations thereof outside Canada or 
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from oil or gas wells outside Canada or to 


the production of minerals from mines. 


outside Canada, 


(B) the taxpayer’s income for the taxation 
year from royalties in respect of a natural 
accumulation of petroleum or natural gas 
outside Canada, an oil or gas well outside 
Canada or a mine outside Canada, and 


(C) the total of amounts each of which is 
an amount, in respect of a foreign resource 
property that has been disposed of by the 
taxpayer, equal to the amount, if any, by 
which 


(1) the amount included in computing 
the taxpayer’s income for the year by 
virtue of section 59 in respect of the 
disposition of the property, 


exceeds 


(II) the amount deducted under section 
64° in respect of the property in com- 
puting the taxpayer’s income for the 
year, 


if no deduction were allowed under this subsec- 
tion, subsection (1) or (3), section 65 or subsec- 
tion 66.1(2) or (3). 


*e., 8. 64 of R.S.C. 1952, c. 148, as amended. 
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66(11.4) — Change of. 
control; 66(13.1) — Short taxation yeat; 66.7(2)(a) = Successor of 
foreign exploration and development expenses; 80(8)(e) — Reduc- 
tion of FEDE on debt forgiveness; 87(7) —+ Obligations of prede- 


Related Provisions: 66(5) — Dealers: 


cessor corporation; 104(5.2) — Rules for trusts; 110. 6(1)** invest- 
ment expense’(d) — effect of claim under 66(4) on capital. gains 
exemption. See additional Related provisions and Definitions at;end 
of s. 66. 
History: Para. 66(4)(a) amended by, 1995,.e. 1, Sateidss sonlacehic to 
taxation years that end after a Hebmary ahs 1994. The para. formerly 
read: a 
(a). the total of such 7 the taxpayer’s fore exploration and 
development expenses as.were incurred by the taxpayer 
before the end of the taxation year to the extent they were not 
deductible i in computing the taxpayer’s income for a previous 
taxation year, and 
Pre-RSC History: Cls. 66(4)(b)(ii)(A) and (B) substituted by 
1986, c. 6, subsec. 31(2), applicable to taxation years ending after 
March 1985, to add, respectively, “natural accumulations thereof 
outside Canada or from oil or gas’ and “a natural:accumulation of 
petroleum or natural gas outside Canada”. 
All that portion of cl. 66(4)(b)(ii)(C) preceding subcl. (I) amended 
to delete the words “or a property referred to in subsection 59(3)” 
which-had followed “a foreign resource property”, by 1985, c. 45, 
subsec. 28(2), applicable with respect: to transactions occumning in 
taxation years commencing after 1984. 
All that portion of para..66(4)(b) following subcl. (41)(C)() substi- 
tuted: by. 1977-78, c. 1, subsec. 29(4), sperete to taxation years 
ending after May 6, 1974. 
That portion of.cl. 66(4)(b)(1)(C) eae subel, (1) and that por- 
tion of subpara. 66(4)(b)(ii) following cl. (C) substituted by 1976- 
77, -c.. 4, subsecs. 23(2), (3), aephtabley Gok May 6, 1974. Those 
portions formerly read: 
(C) the aggregate of amounts each of which is.an amount, 
_in respect of a foreign resource property or a property re- 
ferred to in paragraph 59(3)(b) that has been disposed of 
by him, equal to the amount, if any, by which 


minus the deductions allowed for the year by subsections (8) 
and (9). and subsection.87(7). a3) sash 
All that portion of subsec. 66(4) preceding: para. ‘(a):substituted by 
1974-75-76, c. 26, -subsec. 35(3), applicable in respect of taxation 
years commencing after May 6, 1974. That portion. formerly read: 
(4) A taxpayer may deduct, in computing: his. income for a 
taxation year, the lesser of 


Cl. 66(4)(b)G1)(A) substituted ” 1973-74, ic. 14, . caserth 18), ue 
plicable to 1972 et seg. 


1.T. Application Rules: 29: 


(5) Dealers — Subsections (3) and (4) and SeptOns 
59, 64°, 66.1, 66.2, 66.4 and 66.7 do. not apply <in 
computing the income for a taxation year of:a tax+ 
payer (other than a principal-business corporation) 
whose business includes trading or dealing in rights, 
licences or privileges to explore for, drill for or take 
minerals, petroleum, natural gas or other related 
hydrocarbons. 


Related Provisions: 253 — Extended meaning of “carrying on 
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business”. See additional Related provisions and Definitions at end 


of s. 66. 
History: Subsec. 66(5) amended by 1994, c..7, Sch. II (1991, c. 
49), subsec...38(1), to add reference to section 66,7 and to delete 
“under this, Part’’.from after “taxation year”, Aappbeaple to taxation 
years ending after February 17, 1987. 


Pre-RSC History: Subsec. 66(5) substituted bid 1980-8 1-82-83, c. 
48, subsec. 33(2), applicable to taxation years ending after Decem- 
ber 11, 1979, to add reference to 5.66.4. 


Subsec. 66(5) substituted by 1974-75-76, c. 26, subsec. 35(4), appli- 


cable.in respect of taxation years: ending after sin 6, 1974, to add © 


references to ss. 66.1-and 66.2... 
1.T. Application Rules: 29. 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1); IT-314: Income of dealers in oil 
and gas leases; IT-400: Exploration and development expenses — 
meaning of principal-business corporation. 


(6) [Repealed under former Act] 


Pre-RSC History: Subsec. 66(6) repealed by 1987, c. 46, subsec. 
18(1), applicable to taxation years ending after February 17, 1987. 
Subsec. 66(6) formerly read: 


(6) Successor corporation’s Canadian exploration and 

~ development expenses — Where a corporation (in this 
subsection réferred to as the “successor corporation”) has at 
any time after 1971 acquired, by purchase, amalgamation, 
merger, winding-up or otherwise (other than pursuant to an 
amalgamation that is described in subsection 87(1.2) or a 
winding-up to which the rules in subsection 88(1) apply), 
from another person (in this subsection referred to as the 
“predecessor’) all_or substantially all of the Canadian -re- 
source properties of the predecessor and (except in the case of 
an amalgamation or a winding-up) the predecessor and the 
successor corporation have jointly elected in prescribed form 

~ on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year the 
lesser of ee 


(a) the aggregate of the Canadian exploration and devel- 
opment expenses incurred by the predecessor before that 
time to the extent that such expenses were, not deductible 
by the successor corporation in computing its income for 
a previous taxation year and were not deductible by the 

' predecessor in computing its income for any taxation 
year; and 


(b) the amount that is equal to such part of its income for 
the year, if no deduction were allowed under this section, 
section 65, or 66.1 or the Income’Tax Application Rules, 
1971 in respect of this paragraph (minus the deductions 
allowed for the year by subsections (2), (7) and 66.1(5), 
sections 112 and 113 and the provisions of the Income 
Tax Application Rules, 1971 allowing a deduction for the 
purposes ‘of this paragraph), as may reasonably be re- 
garded as attributable to 


(1) the disposition of any Canadian resource property 
owned by the predecessor immediately before the ac- 
quisition by the successor corporation of the property 
so acquired, 


(ii). the production of petroleum or natural gas from 
natural accumulations thereof or from oil or, gas 
wells, or the production of minerals from,mines, situ- 
ated on property in Canada,in respect of which the 
predecessor had, immediately before. the acquisition 
by the successor corporation. of the property so ac- 


S. 66(6) 


quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove min- 
_erals, and 


(iii) the amount, if any, by which the aggregate of all ~ 
amounts each of which is an amount 


(A) required by subsection 59(2) to’ be included 
in computing its income for the year, and © 


(B) in respect of a reserve deducted in comput- 
ing the predecessor’s income and deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to have been deducted 
by the successor corporation as a reserye in com- 
puting its income for a preceding year, . 


‘exceeds the aggregate of amounts, if any, deducted 

‘in-computing the successor corporation’s income for 
the year by: virtue of subsection 64(1), (1.1) or (1.2) 
in respect of cispaSa ints of property by the 
predecessor; 


and, in respect of any such expense included in the aggre- 
gate determined under paragraph (a), no deduction may 
be made under this section by the predecessor in comput- 
ing his income for a taxation year subsequent to his taxa- 
tion year in which the property so acquired was acquired 
by the successor corporation. 


Subpara. 66(6)(b)(ii) substituted by 1986, c. 6, subsec. 31(2), appli- 
cable to taxation years ending after iat 1985, to. add ® ‘natural ac- 
cumulations thereof or from oil or gas”. 


All that portion of subsec., 66(6) preceding para. (a) substituted by 
1985, c. 45, subsec. 28(3), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985 the 
referencé in subsec. 66(6) to “Canadian resource properties of the 
predecessor” shall be read as a reference to “property of the prede- 
cessor used by him in carrying on in Canada such of the businesses 
described in any of subparagraphs (15)(h)(i) to (vii) as were carried 
on by him’. That portion of subsec. 66(6) formerly read: 


- (6) Successor corporation’s Canadian exploration and 

“development expenses — Where a corporation (in this 
subsection referred to as the “successor corporation”) has, at 
any time after 1971, acquired, by purchase or otherwise (in- 
cluding an acquisition as a result of an amalgamation de- 
scribed in section 87), from another person (in this subsection 
referred to as the “predecessor”) all or substantially all of the 
‘property of the predecessor used by him in carrying on in 
Canada such of the businesses described in any of subpara- 
graphs (15)(h)@) to (vii) as were carried. on by him, and (ex- 
cept in the case of an amalgamation or a winding-up) the. 
predecessor and the successor corporation have jointly 
elected in prescribed form on or before the day that is the 
earlier of the days on or before which either taxpayer making 
the election is required to file a return of income pursuant to 
section 150 for the taxation year in which the transaction to 
which the election relates occurred, there may be deducted by 
the successor corporation in computing its income under this 
Part for a taxation year, the lesser of 


Subpara. 66(6)(b)(i) amended to substitute “Canadian resource 
property” for “property described in any of subparagraphs (15)(c)(i) 
to (vii)” by 1985, c. 45, subsec, 28(4), applicable with respect to 
transactions occurring in taxation years commencing after 1984. 


Cl. 66(6)(b)(iti)(A) amended. by 1985, .c..45, subsec. 24(8), to delete 
a reference to subsection 59(2.1), applicable to taxation years com- 
mencing after 1984. 


All that portion of subsec. 66(6) preceding, para. (a) substituted; all 
that portion of pi 66(6) following para. (b) amended to substi- 
tute “his” for “its” wherever it.appears therein; subsec. 66(6) 
amended to ota ‘predecessor’ and “‘predecessor’s” for ““pred- 
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ecessor corporation” and “predecessor corporation’s”, wherever the 
expressions appeared therein, by 1984, c. 1, subsecs. 27(1)—(3), ap- 
plicable with respect to acquisitions of property by a successor cor- 
poration from a predecessor after April 19, 1983. All that portion of 
subsec. 66(6) preceding para. (a) formerly read; 


(6) Successor corporation’s Canadian exploration and 
development expenses — Where a corporation (in this 
subsection referred to as the “successor corporation”) has, at 
any time after 1971, acquired, by purchase or otherwise (in- 
cluding an acquisition as a result of an amalgamation de- 
scribed in section 87), from another corporation (in this sub- 
section referred to as the “predecessor corporation”) all or 
substantially all of the property of the predecessor corpora- 
tion used by it in carrying on in Canada such of the busi- 
nesses described in any of subparagraphs (15)(h)(1) to (vii) as 
were carried on by it, and (except in the case of an amalgama- 
tion or a winding-up) the predecessor corporation and the 
successor corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days’on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year, the 
lesser of 


Subpara. 66(6)(b)(i) and all that portion of subpara. 66(6)(b)(iii) fol- 
lowing clause (B) substituted by 1980-81-82-83, c. 48, subsecs. 
33(3), (4), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)” in subpara. su DAU and to 


taxation year, and 


(ii) would have been deductible by the predecessor 
corporation in computing its income for the taxation 
year in which the property so acquired was acquired 
by the successor corporation, if the predecessor cor- 
poration’s income for that taxation year had been 
sufficient for the purpose; and 


(b) of that aggregate, an amount equal to such part of its 
income for the year if no deduction were allowed under 
this section, section 65, subsection 66.1(2) or the Income 
Tax Application Rules, 1971 in respect of this paragraph 
(minus any deductions allowed for the year by subsec- 
tions (2) and (7), sections 112 and 113 and the provisions 
of the Income Tax Application Rules, 1971 allowing a de- 
duction for the purposes of this paragraph), as may rea- 
sonably be regarded as attributable to the production of 
petroleum or natural gas from wells, or the production of 
minerals from mines, situated on property in Canada 
from which the predecessor corporation had, immediately 
before the acquisition by the successor corporation of the 
property so acquired, a right to take or remove petroleum 
or natural gas or a right to take or remove minerals; 


and, in respect of any such expenses included in the aggregate 
determined under paragraph (a), no deduction may be made 


_ under this section by the predecessor corporation in comput- 


ing its income for a taxation year subsequent to its taxation 
year in which the property so acquired was acquired by the 
successor corporation. 


add reference to subsec. (1.2) in that portion. All that portion of subsec. 66(6) preceding para. (a) and para. 
All that portion of subsec. 66(6) preceding para. (a) substituted, sub- 66(6)(b) substituted by 1974-75 -76, of 26, subsecs. 35(5), (6), appli- 
para. 66(6)(b)(iii) added by 1979, c. 5, subsecs. 19(1), (2) applica- cable in respect of taxation years ending after May 6, 1974, to add a 


ble, as to that portion, with respect to acquisitions of property after | Tference in para. 66(6)(b) to subsec. 66.1(2). That portion formerly 


November 16, 1978, and, as to subpara. 66(6)(b)(iii), to 1979 et seq. read: 


That portion formerly read: 


(6) Where a corporation (in this subsection referred to as the 
“successor corporation”) has, at any time after 1971, ac- 
quired, by purchase or otherwise (including an acquisition as 
a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the 
“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs (15)(h)(i) to (vii) as were carried on by it, there may 
be deducted by the successor corporation in computing its in- (7) 


(6) Where a principal-business corporation (in this subsection 
referred to as the “successor corporation”) has, at any time 
after 1971, acquired from another principal-business corpora- 
tion (in this subsection referred to as the “‘predecessor corpo- 
ration”) all or substantially all of the property of the predeces- 
sor corporation used by it in carrying on in Canada its 
principal business, there may be deducted by the successor 
corporation, in computing its income under this Part for a tax- 
ation year, the lesser of 


[Repealed under former Act] 


come under this Part for a taxation year, the lesser of. Pre-RSC History: Subsec. 66(7) repealed by 1987, c. 46, subsec. 


Subsec. 66(6) substituted by 1977-78, c. 1, subsec. 29(5), applicable 18(1 


), applicable to taxation years ending after February 17, 1987. 


to 1977 et seq. Subsec. 66(6) formerly read: Subsec. 66(7) formerly read: 


(6) Where a corporation (in this subsection referred to as the 
“successor corporation”) has, at any time after 1971, ac- 
quired, by purchase or otherwise (including an acquisition as 
a result of an amalgamation described in subsection 87(1)), 
from another corporation (in this subsection referred to as the 
“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada its business, there may be deducted by the succes- 
sor corporation, in computing its income under this Part for a 
taxation year, the lesser of 


(a) the aggregate of the Canadian exploration and devel- 
- Opment expenses incurred by the predecessor corporation 
to the extent that such expenses 


(i) were not deductible by the successor corporation 
in computing its income for a previous taxation year, 
and were not deductible by the predecessor corpora- 
tion in computing its income for the taxation year in 
which the property so acquired was acquired by the 
successor corporation or its income for a previous 
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(7) Second. successor corporation’s .Canadian 
exploration and development expenses — Where a cor- 
poration (in this subsection referred to as the “second succes- 
sor corporation”) has at any time after 1971 acquired, by 
purchase, amalgamation, merger, winding-up or otherwise 
(other than pursuant to an amalgamation that is described in 
subsection 87(1.2) or a winding-up to which the rules. in sub- 
section 88(1) apply), from another corporation (in this sub- 
section referred to as the “first successor corporation”) that 
was a successor corporation, within the meaning of subsec- 
tion (6), all or substantially all of the Canadian resource 
properties of the first successor corporation and (except in the 
case of an amalgamation or a winding-up) the first successor 
corporation and the second successor corporation have jointly 
elected in prescribed form on or before the day that is the 
earlier of the days on or before which either taxpayer making 
the election is required to file a return of income pursuant to 
section 150 for the taxation year in which the transaction to 
which the election relates occurred, there may be deducted by 
the second successor corporation in computing its income 


Subdiv. e — Deductions in Computing Income 


under this Part for a taxation year the lesser of 


(a) the amount determined under paragraph (6)(a) in re- 
spect of the first successor corporation to the extent that 
it was not deductible by the second successor corporation 
‘in computing its income for a previous taxation year and 
was not deductible by the first successor corporation in 
computing. its income for any taxation year; and 


(b) the amount that is equal to such part of its income for 
the year, if no deduction were allowed under this section, 
section 65 or 66.1 or the Income Tax Application Rules, 
1971 in respect of this paragraph (minus the deductions 
allowed for the year by subsection (2), sections 112 and 
113 and the provisions of the Income Tax Application 
Rules, 1971 allowing a deduction for the purposes of this 
paragraph), as may reasonably be regarded as attributable 
to 


‘(i) the disposition of any Canadian resource property 

owned by the predecessor of the first successor cor- 
poration, within the meaning of subsection (6), im- 
mediately before the acquisition by the first succes- 
sor corporation of the property so acquired by the 
second successor corporation, 


(ii) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation, within 
the meaning of subsection (6), had, immediately 
before the acquisition by the first successor corpora- 
tion of the property so acquired by the second suc- 
cessor corporation, an interest or a right to take or 
remove petroleum or natural gas or a se thee to take or 
remove minerals, and 


(iii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount — 


~ (A) required by subsection 59(2) to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the income of the predecessor.of the first 
successor corporation and deemed by paragraph 
87(2)(g). or by virtue of that paragraph and para- 
graph 88(1)(e.2) to have been deducted by the 
second successor corporation as a reserve in 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the second successor 
corporation for the year by virtue of subsection 
64(1), (1.1) or (1.2) in respect of dispositions of 
property by the predecessor of the first successor 
corporation; 


and, in respect of any expense included in the amount de- 
termined under paragraph (a), no deduction may be made 
under this section by the first successor corporation ‘in 
computing its income for a taxation year subsequent to its 
taxation year in which the property so acquired was ac- 
quired by the second successor corporation. 


Subpara. 66(7)(b)(ii) substituted by 1986, c. 6, subsec. 31(2), to add 
“natural accumulations thereof or from oil or gas”, applicable to 
taxation years ending after March 1985. 


All that portion of subsec. 66(7) preceding para. (a) substituted by 
1985, c. 45, subsec. 28(5), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985 the 
reference in subsec. 66(7) to “Canadian resource properties of the 
first successor corporation” shall be read as a reference to “property 
of the first successor corporation used by it in carrying on in Canada 


S. 66(7) 


such of the businesses described in any of subparagraphs (15)(h)(i) 
to (vil) as were carried’on by it”. That portion of subsec. 66(7) for- 
merly read: 


(7) Second successor corporation’s Canadian 
exploration and development expenses — Where a cor- 
poration (in this subsection referred to as'the “second succes- 
sor corporation”) has, at any time: after 1971, acquired, by 
purchase‘or otherwise (including an acquisition as a result of 
an amalgamation described in) section 87), from another cor- 
poration (in this subsection referred to as the “first successor 
corporation”) that was a successor corporation within the 
meaning of subsection (6), all or substantially all of the prop- 
erty of the first successor corporation used by it in carrying 
on in Canada such of the businesses described in any of sub- 
paragraphs (15)(h)(4) to (vii) as were carried on by it, and (ex- 
cept in the case of an amalgamation or a winding-up) the first 
successor corporation and the second successor corporation 
have jointly elected in prescribed form on or before the day 
that is the earlier of the days on-or'before which either tax- 
payer making the election is required to file a return of in- 

' come pursuant to section 150 for the taxation year in which 
the transaction to which the election relates occurred, there 
may be deducted by the second successor corporation in com- 
puting its income under this Part for a taxation year, the lesser 
of 


Subpara. 66(7)(b)(@) amended by 1985, c..45, subsec. 28(6), to sub- 
stitute “Canadian resource property” for “property described in any 
of subparagraphs (15)(c)(i) to (vii)”, applicable with respect to 
transactions occurring in taxation years commencing after 1984. 


Cl. 66(7)(b)(@11)(A) amended by 1985, c. 45, subsec. 24(8), to delete 
a reference to subsection 59(2.1), applicable to taxation years com- 
mencing after 1984. 


Subsec. 66(7) amended to substitute “predecessor” for “predecessor 
corporation”. wherever. it appeared therein, by 1984, c,.1, subsec. 
27(4), applicable: with respect to acquisitions of property by a suc- 
cessor corporation froma predecessor after April 19, 1983. 


Subpara. 66(7)(b)(i) and all that portion of subpara. 66(7)(b)(ii1) fol- 
lowing cl.'(B) substituted by 1980-81-82-83, c. 48, subsecs. 33(5), 
(6), applicable to taxation years ending after December'11, 1979, to 
substitute “(vii)” for “(vi)” in subpara. 66(7)(b)(i) and to add refer- 
ence to subsec. (1.2) in that portion. 


All that portion of subsec. 66(7) preceding para. (a) rae inienl sub- 
para. 66(7)(b)Gii)added: by 1979, c. 5, subsecs. 19(3), (4); applica- 
ble, as to that portion, with respect to acquisitions of property after 
November 16, 1978, and, as to subpara. 66(7)(b)(111), to 1979 et seq. 
That portion formerly read: 


(7) Where a corporation (in this subsection referred to,as the 
“second successor corporation’) has, at any time after 1971, 
acquired, by purchase or otherwise (including an -acquisition 
as a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the “first 
successor corporation”) that was a successor corporation 
within the meaning of subsection (6), all or substantially all 
of the property of the first successor corporation used by it in 
carrying on in Canada such of the businesses described in any 
of subparagraphs (15)(h)(i) to (vii) as were carried on by it, 
there may be deducted by the second successor corporation in 
computing its income under this Part for a taxation year, the 
lesser of 


Subsec. 66(7) substituted by 1977-78, c. 1, subsec. 29(5), applicable 
to 1977 et seg. Subsec. 66(7) formerly read: 


(7) Where a corporation (in this subsection referred to as. the 
“second successor corporation”) -has, at any time;after 1971, 
acquired by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in subsection,87(1)), 
from another corporation (in this subsection referred to as the 
“first successor corporation”) that was a successor corpora- 
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tion within the meaning of subsection (6), all or substantially: 


all of the property of the first successor corporation used by, it 
in carrying on in Canada its business, there may be deducted 
by the second successor corporation, in computing its income 
under this Part for a taxation year, the lesser of 


(a) the aggregate determined by adding the expenses re- 
ferred to in paragraph (6)(a) for the purpose of determin- 
ing the deduction allowable to the first successor corpo- 
ration under subsection (6) in computing its income for a 
previous taxation year, to the extent that such expenses 


(i) were not deductible by the second successor cor- 
poration or any other corporation in computing its in- 
come for a previous taxation year, and were not de- 
ductible by the first. successor corporation in 
computing its income for the taxation year in which 
the property so acquired was acquired by the second 
successor corporation, and 


(ii) would, but for the provisions of paragraph (6)(b), 
have been deductible by: the first successor corpora- 
tion in computing its income for the taxation year in 
which the property so: acquired was acquired Nie the 
second successor corporation, and : 


(b) of that aggregate, an amount equal to such part of its 
income for the year if no deduction were allowed under 
this section or-section 65, subsection 66.1(2) or the In- 
come Tax Application Rules, 1971 in respect of this para- 


graph (minus any deductions allowed for the year by sub- : 
section (2), sections 112 and 113 and the provisions of: 


the Income Tax Application Rules, 1971 allowing ade- 
duction for the purposes of this: paragraph) as may_rea- 
sonably be regarded as attributable to the production of 
petroleum or natural gas from wells, or the production of 


minerals from mines, situated on property in Canada ~ 
from which the predecessor of the first successor corpo- > 


ration within the meaning of subsection (6) had, immedi- 
ately before the acquisition by the first successor corpo- 
ration of the property so acquired by. the second 
successor corporation, a right to take or remove petro- 
leum or natural gas or a right to take or remove minerals; 


and, in respect of any such expenses included in the aggregate © 


determined under paragraph (a), no deduction may be made 
under this section by the first successor corporation in com- 
puting its income for a taxation year subsequent to its taxa- 
tion year in which the property so acquired was acquired by 
the second successor corporation. 


All that portion of subsec. 66(7) preceding para. (a) and para. 
66(7)(b) substituted by 1974-75-76, c. 26, subsecs. 35(7), (8), appli- 
cable in respect of taxation years ending after May 6, 1974, to adda 
reference in para. 66(7)(b) to subsec. 66. a That portion formerly 
read: 


(7) Where a principal-business corporation (in this subsection 
referred to as the “second successor corporation’’) has at any 
time after 1971 acquired from a corporation (in this subsec- 
_tion referred to as the “first successor corporation”) that was a 
successor corporation within the meaning of subsection (6), 
all or substantially all of the property of the first successor 
corporation used by it in carrying on in Canada its principal 
business, there may be deducted by the second successor cor- 
poration, in computing its income under this Part for a taxa- 
tion year, the lesser of ; 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 66(8) repealed by 1987, c. 46, subsec. 
18(1), applicable to taxation years ending after February 17, ot 
Subsec. 66(8) formerly read: 


(8) Successor corporation’s foreign exploration and 
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development expenses. — In computing the income of a 

Canadian corporation for a taxation year, there may be de- 

ducted the amount that would be deductible under subsection 
_ (6) in computing its income for the year if 


(a) the references therein to “in Canada” were read as ref- 
erences to, “‘outside Canada’, 


(b) the reference in paragraph (a) thereof to “Canadian 

exploration and development expenses” were, read as a 
reference to “foreign exploration and development 
expenses’’, 


'. (c) the reference in patigtaph (b) thereof to “subsections 
~ (2), (7) and 66.1(5)” were read as a reference to “‘subsec- 
tions (2), (6); (7), (9), 66.1(4) and\(5)’, 


(d) paragraph (b) thereof were read without reference to 
the expression “or the Income Tax Application Rules, 
1971 in respect of this paragraph” or the expression “and 
the provisions of the Income Tax Application Rules, 1971 
allowing a 1 Sige for the purposes of this paragraph”, 
and 


(e) the references therein to “Canadian resource prop- 
erty” and “Canadian resource properties” were read as 
references to “foreign resource property” and “foreign re- 
source properties”, respectively. 


Para. 66(8)(e) substituted by 1985, c. 45, subsec. 28(7), applicable 
with respect to transactions occurring in taxation years commencing 
after 1984. Para. 66(8)(e) formerly read: ~ 


(e) the reference therein to “any property described i in any of 
subparagraphs (15)(c)(@) to (vii)” were read as a reference to 

“any property that would be described in any of subpara- 
graphs (15)(c)(i) to (vii). if references therein to “in Canada” 
were read as references to “outside Canada” ” 


Para. 66(8)(e) substituted by 1980-81-82-83, c./48,; subsec. 33(7), 
applicable to taxation. years ending after December 11, 1979. Para. 
66(8)(e) formerly read: 


(e) the reference therein to “any property described in any of 
subparagraphs (15)(c)(i) to (vi)” were read as a reference to 
“any property that would be described in any of subpara- 
graphs (15)(c)(i) to (vi) if the references therein to “in Can- 
ada” were read ‘as references to “outside Canada’””. 


Paras. 66(8)(c), (d) substituted, (e) added by 1977-78, c. 1, subsec. 
29(6), applicable to 1977 et seq. Paras. 66(8)(c), (d) formerly read: 


(c) the reference in paragraph (b) thereof to “subsection ay” 
were read as.a reference to “subsection (9)”, and 


(d) paragraph (b) thereof were read without reference to the 
expression “‘or the Income Tax Application Rules, 1971 in re- 
spect of this paragraph” or the expression “‘and. the provisions 
of the Income Tax Application Rules, 197] allowing a deduc- 
tion for the: purposes of this paragraph’. 


All that portion of subsec. 66(8) preceding para. (a) substituted by 
1974-75-76, c. 26, subsec, 35(9), applicable in respect of taxation 
years ending after May.6, 1974, to substitute “Canadian” for “prin- 
cipal- -business”. 


(9) [Repealed under former Act] 


Pre-RSC History [subsec. 66(9)]: Subsec. 66(9) repealed by 
1987, c. 46, subsec. 18(1), applicable to taxation years ending after 
February 17, 1987. Subsec. 66(9) formerly read: 


(9) Second successor corporation’s foreign exploration 
and development expenses — In computing the income of 
a Canadian corporation for a taxation year, there may be de- 
ducted the amount that would be deductible under subsection 
(7) in computing its income for the year if : 


(a) the references therein to “subsection (6)” and “para- 
graph (6)(a)” were read. as references to those provisions 
as they are required to be read for the purposes of subsec- 
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tion (8), 


(b) the references therein to 
“references to “‘outside Canada’, 


66. 


in sje were read as 


(c).the reference i in paragraph (b) thereof to ality aching 
(2)” were read as a reference to “subsections ie (6),.(7), 
66. 1(4) and (5)”, 


(d), paragraph (0) thereof, were read without ratios to 

the expression “or the Income Tax Application Rules, 
_ 1971 in respect of this paragraph” or the expression “‘and 

the provisions of the Income Tax Application Rules, 1971 

gta a deduction for the purposes of this paraaen pint 
“and 


race) the references tiercin: to “Canadian resource prop- 
erty”. and “Canadian resource properties” were read as 
references to “foreign resource property” and “foreign re- 
source properties”, respectively, 


Para. 66(9)(e) substituted by 1985, c..45,-subsec. 28(8), ec iinable 
with respect to-transactions.occurring in taxation years commencing 
after 1984. Para. 66(9)(e) formerly read: 


(e) the reference therein to.“any property ae in 9 any, of 
subparagraphs (15)(c)() to (vii)” were read as a reference to 
“any property that would be described in. any of ,subpara- 
graphs (15)(¢)(i) to (vii) if references therein to, “in Canada” 
were read as: references to. “outside Canada”. 


Para. 66(9)(e) substituted by 1980-81-82-83, c. 48; subsec. 33(8), 
applicable to taxation years ending after December 11, ine tg ‘Para. 
66(9)(e) formerly read? ~ 


(e) the reference therein to “any STORE described, fe tu of 
subparagraphs (15)(c)(i) to (vi)” were read asa reference. to 
“any property that would be described. in any.of subpara- 
graphs (15)(c)(i) to (vi) if the references therein to “in Can- 
ada” were read as references to “outside Canada”. 


Paras. 66(9)(a)— (c) substituted, (d),.(e) added by 1977-78, c. dL, sub- 
sec. 29(7), applicable to 1977 et seg. Paras. 66(9)(a)—(c) formerly 
read: 


(a). the references therein to. “subsection (6)’, “paragraph 
(6)(a)” and “paragraph: (6)(b)” were read as. references to 
those provisions..as they,,are required to be:read for the pur- 
poses of subsection (8), 


(b) the references therein to “‘in-Canada” were read as refer- 
ences to “outside Canada’, and 


(c) paragraph (b) thereof were read without reference to the 
expression “or the Income Tax Application Rules, 1971 in re- 
spect.of this paragraph” or the.expression “and the provisions 
of the Income Tax Application Rules, 1971] allowing a deduc- 
tion for the purposes.of this paragraph”. 


All that portion of subsec. 66(9) preceding para. (a) substituted by 
1974-75-76, c. 26, subsec. 35(10), applicable in respect of taxation 
years ending after May 6, 1974, to substitute “Canadian” for “prin- 
cipal-business” and “deductible” for “determined”. 


(10) [Repealed] 


Related Provisions: 66(15)“agreed_ portion” — Reduction for 
amounts previously renounced; 79(3)F(b)(ii) — Where property 
surrendered to creditor; 80(1)“forgiven amount”B(e) — Debt for- 
giveness rules do not apply to amount renounced. See additional 
Related provisions and Definitions at end of s. 66. 


History: Subsec. 66(10) repealed by 1997, c. 25, subsec. 13(1), ap- 
plicable to renunciations made 


(a) after 2006, in respect of a payment or loan received by a 
joint exploration corporation before March 6, 1996; 


(b) ‘after 2006, in respect of a payment or loan received by a 
joint exploration corporation after March 5, '1996''under.an 


S. 66(10.1) 


agreement in writing made 
(i) by the corporation before March 6, 1996, or 
(ii) by another corporation before March 6, 1996, where 


(A) the other corporation controlled the corporation at 
the time the agreement was made, or 


(B) the other corporation undertook, at the time the 
agreement was made, to form the corporation; and 


(c) after March 5, 1996, in any piper. case. 
Subsec. (10) formerly read: 


(10) Joint exploration ‘corporation — A joint exploration 
corporation may, in any particular taxation year or within 6 
months from the end of that year, elect in prescribed form to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian exploration and development expenses as were in- 
curred by it during a period, after 1971 and before the end of 
the particular taxation year, throughout which the other cor- 
poration was a shareholder corporation, to the extent that the 
total of those expenses exceeds any amount deductible under 
subsection (1) in respect thereof by the joint exploration cor- 
poration in computing its income for any taxation year previ- 
ous to the particular year and, on’ the election, that agreed 
portion 


(a) shall:‘be deemed, for the purpose of subsection (1) or 
(3), as the case may be, to be Canadian exploration and 
development expenses incurred by the other corporation 
during its taxation year in which py particular taxation 
year ends; and 


(b) shall be subtracted from the total described in. para- 
graph (1)(a) in determining the amount deductible by the 
joint exploration corporation under subsection (1) in 
computing its income. 


Pre-RSC History: Subsec. 66(10) substituted by 1977-78, c. 1, 
subsec. 29(8), applicable with respect to elections made for a joint 
exploration corporation’s 1977 and subsequent taxation years. Sub- 
seer (10) formerly read: 


(10) A joint exploration corporation may in a taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration an agreed portion of the aggregate of such of the 
joint exploration corporation’s Canadian exploration and de- 
velopment expenses as ‘were incurred by it during a period, 
after 1971 and before the end of the taxation year, throughout 
which the other corporation was a shareholder corporation, to 
the extent that the aggregate of such expenses exceeds any 
amount deductible under subsection (1) in respect thereof by 
the joint exploration corporation in computing its income for 
any taxation year previous to the year in which the election 
was made, and upon the election the said agreed portion 


(a) shall be deemed, for the purposes of subsection (1)-or 
(3), as the case may be, to be Canadian exploration and 
development expenses incurred by the other corporation 
in the taxation year of the corporation in which the elec- 
tion was made, and 


(b) shall be subtracted from the aggregate described in 
paragraph (1)(a) in determining the amount deductible by 
the joint exploration corporation under subsection (1) in 
computing its income. 
All that portion,of subsec. 66(10) preceding para. (b) substituted by 
1973-74, c. 14, subsec. 18(4), applicable to 1972 et seq. 


I.T. Application Rules: 29. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(10.1) [Repealed] 


Related Provisions: 66(3)— Expenses of other taxpayers; 
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79(3)F(b)(ii) — Where property surrendered to creditor; 80(1)‘for- November 1985. Para. (b) formerly read: 


given amount’B(e) — Debt forgiveness rules do not apply to 
amount renounced; 163(2.2) — False statement or omissions — 
penalty; GST — input tax credit and rebate; 248(18) — 
GST — repayment of input tax credits. See additional Related pro- 
visions and Definitions at end of s. 66. 


(b) assistance that any person has received, is entitled. to re- 
ceive or, at any time, becomes entitled to receive in respect of 
those expenses incurred during the period or that can reasona- 
bly be related to Canadian exploration activities of the joint 
exploration corporation during the period; 


History: Subsec. 66(10.1) repealed by 1997, c. 25, subsec. 13(1), Pre-RSC History: Para. 66(10.1)(b) substituted by 1986, c. 55, 


applicable on the same basis:as the repeal of subsec. 66(10). Subsec. 
(10.1) formerly read: 


(10.1) Idem — A joint exploration corporation may, in any 
particular taxation year or within 6 months from the end of 
that year, elect in prescribed form in respect of that year to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian exploration expenses as were incurred by it during a 
period (ending before the end of the particular taxation year) 
throughout which the other corporation was a shareholder 
corporation, to the extent that the total of those expenses ex- 


subsec. 11(1). Para. (b) formerly read: 


(b) an amount of assistance or benefit that any person has re- 
ceived, is entitled to receive or, at any time, becomes entitled 
to receive from a government, municipality or other public 
authority in respect of such expenses made or incurred during 
that period or that can reasonably be related to Canadian ex- 
ploration activities of the joint exploration corporation during 
the period, whether such amount is by way of a grant, sub- 
sidy, forgivable loan, deduction from royalty or tax, invest- 
ment allowance or any other form of assistance or benefit; 


ceeds the total of all amounts each of which is — Subsec. 66(10.1) substituted by 1984, Cc. 1 subsec. 27(S). For appli- 


(a) an amount deducted or required to be deducted under 
subsection 66.1(2) in respect of those expenses by the 
joint exploration corporation in computing its income for 
any taxation year preceding the particular taxation year, 
or 


(b) assistance that any person has received, is entitled to 
receive.or, at any time, becomes entitled to receive in re- 
spect of those expenses incurred during the period or that 
can reasonably be regarded as relating to Canadian ex- 
ploration activities of the joint exploration corporation 
during the period, other than that portion of the assistance 
arising because of section 127 or 127.1 in respect of a 
shareholder corporation of the joint exploration 
corporation, 


and, on the making of the election, that agreed portion 


(c) shall. be deemed, for the purposes of the definitions 

“Canadian exploration expense” and “cumulative Cana- 

dian exploration expense” in subsection 66.1(6), to be a, 
Canadian exploration expense incurred by the other cor- 

poration during its taxation year in which the particular 

taxation year ends or, if it has no such year, its last taxa- 

tion year, and 


(d) shall be included in the amount determined for F in 
the definition “cumulative Canadian. exploration ex- 
pense” in subsection 66.1(6) by the joint exploration cor- 
poration in computing its cumulative Canadian explora- 
tion expense, at the time the election is made or, where 
the election is made after the end of the particular taxa- 
tion year, immediately before the end of that year. 


Paras. 66(10.1)(a), (d) amended by 1994, c. 8, subsecs. 5(1), (2), 
applicable to taxation years ending after December 2, 1992. Paras. 
(a), (d) formerly read: 


(a) an amount deductible under subsection 66.1(2) in respect 
of those expenses by the joint exploration corporation in com- 
puting its income for any taxation year preceding the particu- 
lar taxation year, or 


(d) shall be included in the amount determined for F in the 
definition “cumulative Canadian exploration expense” in sub- 
section 66.1(6) by reason of its being deducted or deductible, 
as the case may be, by the joint exploration corporation in 
computing that corporation’s cumulative Canadian explora- 
tion expense, at the time that the election is made or, where 
the election is made after the end of the particular taxation 
year, immediately before the end of that year. 


Para. 66(10.1)(b) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 38(2), applicable to assistance for expenses incurred after 
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cation, see under subsec. 66(10.4). Subsec. (10.1) formerly read: | 


(10.1) A joint exploration corporation may, in any particular 
taxation year or within 6 months from the end of that year, 
elect in prescribed form to renounce in favour of another cor- 
poration an agreed portion of the aggregate of such of the 
joint exploration corporation’s Canadian exploration ex- 
penses as were incurred by it during a period, before the end 
of the particular taxation year, throughout which the other 
corporation was a shareholder corporation, to,the extent that 
the aggregate of such expenses exceeds any amount deducti- 
ble under subsection 66.1(2) in respect thereof by the joint 
exploration corporation in computing its income for any taxa- 
tion year previous to the particular year, and on the election 
the said agreed portion 


(a) shall be deemed, for the purposes of paragraphs 
66.1(6)(a) and (b) to be a Canadian exploration expense 
incurred by the other corporation during its taxation year 
in which the particular taxation year ends; and 


(b) shall be included in the amount deducted or deducti- 
ble, as the case may be, by the joint exploration corpora- 
tion under subparagraph 66.1(6)(b)(v) in computing its 
cumulative Canadian exploration expense. 


Subsec. 66(10.1) substituted by 1977-78, c. 1, subsec. 29(8), appli- 
cable with respect to elections made for a joint exploration corpora- 
tion’s 1977 and subsequent taxation years. Subsec. (10.1) formerly 
read: 


(10.1) A joint exploration corporation may in a taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration an agreed portion of the aggregate of such of the 
joint exploration corporation’s Canadian exploration ex- 
penses as were incurred by it during a period, before the end 
of the taxation year, throughout which the other corporation 
was a shareholder corporation, to the extent that the aggregate 
of such expenses exceeds any amount deductible under sub- 
section 66.1(2) or deducted under subsection 66.1(3), as the 
case may be, in respect thereof by the joint exploration .corpo- 
ration in computing its income for any taxation year previous 
to the year in which the election was made, and upon the 
election the said agreed portion 


(a) shall, in respect of a Canadian exploration expense, be 

- deemed for the purposes of paragraph 66.1(6)(a) to be a 
Canadian exploration expense incurred by the other cor- 
poration in the taxation year of the corporation in which 
the election was made; and 


(b) shall be included in the amount deducted or deducti- 
ble, as the case may be, by the joint exploration corpora- 
tion under subparagraph 66.1(6)(b)(v) in computing its 
cumulative Canadian exploration expense. 
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Subsec. 66(10.1) added by, 1974-75-76; c, 26, subsec. 35(11), appli- 


cable in respect of taxation years ending after May 6, 1974. 

1.T. Application Rules: 29. if 

Advance Tax Rulings: ATR-60: Joint exploration corporations. 
Forms: T2035: Election to renounce exploration, dévelopment and 
oil and.gas property expenses. 

(10.2) [Repealed] 


Related Provisions: 66.1(6)“restricted expense”(c) — inclusion 
of renounced expense; 79(3)F(b)(ii) — Where property surrendered 
to creditor; 80(1)“forgiven amount’B(e) — Debt forgiveness rules 


do not apply to amount renounced; 163(2.2) — False statement or | 


omissions — penalty; 248(16)— GST input tax credit and rebate 
deemed to be assistance; 248(18) — GST — repayment of input tax 
credit. See additional Related provisions and Definitions at end of s. 
66. 


History: Subsec. 66(10.2) repealed by 1997, c. 25, subsec. 13(1), 
applicable on the same basis as the repeal of subsec. sits Oo: Subsec. 
(10.2) formerly read: 


(10.2) Idem — A joint exploration corporation may, in any 
particular taxation year or within 6, months from the end of 
that year, elect in, prescribed form in respect of that, year to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian development expenses as were incurred by it during a 
period (ending before ‘the end of the particular taxation year) 
throughout which the other corporation. was.a shareholder 
corporation, to the extent that the total of those expenses ex- 
ceeds the total of all amounts each of which is 


(a) an amount deducted under subsection 66.2(2) in re- 
spect of those expenses by the joint exploration corpora- 
tion in computing its income for any taxation year pre- 
ceding the particular taxation year, or 


(b) assistance that any person has received, is entitled to 
receive or, at any time, becomes entitled to receive in re- 
spect of those expenses incurred during the period or that 
can reasonably be related to Canadian development activ- 
ities of the joint exploration. corporation during the 
period, 


and, on the, making of the election, that agreed portion 


(c) shall be deemed, for the purposes of. the definitions 
“Canadian development expense” and “cumulative Cana- 
dian development expense” in subsection 66.2(5), to be a 
Canadian development expense incurred by the other cor- 
poration during its taxation year in which the particular 

taxation year ends.or, if it has n no such year, its last taxa- 
tion year, and 


(d) shall be included in the amount determined. for E in 
the definition ‘cumulative Canadian development ex- 
pense” in subsection 66.2(5) by reason of its being de- 
ducted by the joint exploration corporation in Computing 
that corporation’s cumulative Canadian development ex- 
pense, at the time the election is made, or, where the elec- 
tion is made after the end of the particular taxation year, 
immediately before the end of that year. — 


Pre-RSC History: Para. 66(10.2)(b) substituted by 1986, el 55, 
subsec. 11(2). Para. (b) formerly read: 


(b) an amount of assistance or benefit that any person has re- 
ceived, is entitled to receive‘or, at any time, becomes entitled 
to’ receive from a government, municipality or other public 
authority in respect of such expenses made or incurred during 
the period or that can reasonably be related to Canadian de- 
velopment activities of the joint exploration corporation dur- 
ing the period, whether such amount is’ by way of a grant, 
subsidy, forgivable loan, deduction from royalty or ‘tax, in- 
vestment allowance or any other form of assistance or 
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benefit; ) belt ter 


Subsec. 66(10.2) substituted 6! 1984, c. 1, subsec. 27(5). For appli- 
cation,; see under ;subsec} 66(10.4). Subsec. (10.2) formerly read: 


(10.2) A joint exploration corporation may, in any particular 
taxation year or within 6 months from the end of that year, 
elect in prescribed form to renounce in favour of another cor- 
poration an\agreed:portion of the aggregate of such.of the 
joint exploration: corporation’s Canadian;,development ex- 
penses as were incurred by it during a period, before the end 
of the particular taxation year, throughout, which the other 
corporation was a shareholder corporation, to the extent that 
the aggregate of such.expenses exceeds any amount deducted 
under subsection 66. 2(2) in respect thereof by the joint explo- 
ration corporation in computing its iflcomé*for' any taxation 
year previous to the particular Yea and on’ the election the 
wis agreed portion 


(a) shall be deemed, for the purposes of paragraphs 
66, 2(5)(a) and (b), to be a Canadian development ex- 
pense incurred by the other corporation during its taxa- 
tion year in which the particular taxation year ends; and 


(b) shall be. included in the amount deducted by the joint 
exploration corporation under subparagraph 
66.2(5)(b)(iv) in computing its cumulative Canadian de- 
velopment expense. \ | 


Subsec. 66(10. 2) substituted. by 1977- 78,.c. 1, subsec. 29(8), appli- 
cable with respect to elections made for a joint exploration corpora- 
tion’s 1977 and subsequent taxation years. Subsec. (10.2) formerly 
read: ‘ 


(10.2):A Joint exploration corporation may in a Bikation year 
elect:in prescribed form to renounce in favour of another cor- 
poration an: agreed portion of the aggregate of such of the 
joint exploration: corporation’s Canadian development ex- 
penses as were incurred by it during a period, beforesthe end 
of the taxation year, throughout which the other corporation 
was a shareholder corporation, to, the extent that the aggregate 
of such expenses exceeds any amount deducted under subsec- 
tion 66.2(2) in respect thereof by the joint exploration corpo- 
ration in computing its income for any taxation yéar previous 
to the year in which the election was made, and bisa Hes 
election the said agreed portion 


(a) shall, in respect of a Canadian development expense, 
be deemed for the purposes of paragraph 66.2(5)(a) to be 
a Canadian development expense incurred by the other 
corporation, in the taxation year of the corporation in 
which the election was made; and 


(b) shall be included in the amount deducted by the joint... 
exploration.,. corporation, under subparagraph 
66.2(5)(b)(iv) in computing its cumulative Canadian de- 
velopment expense. 


Saher, 66(10.2) added by 1974-75- 76, Cc. 26,.subsec. 35(11), appli- 
cable in respect of taxation years ending after May 6, 1974. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(10.3) [Repealed] 


History: Subsec. 66(10. 3) repealed by 1997, c. 25, subsec. 13(1), 
applicable on the Same basis as the repeal of subsec. able Subsec. 
(10.3) formerly read: ’ 


(10.3) Idem — A joint exploration corporation may, in, any 
particular taxation year or within 6 months from the end of 
that year, elect in prescribed form in respect of that year to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian oil and gas property expenses as were incurred by it 
during a'period (ending before the end of the particular taxa- 
tion year) throughout which the other corporation was a 
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shareholder corporation, to the extent that the total of those 
expenses exceeds the total of all amounts each of which is 


(a) an amount deducted under subsection 66.4(2) in re- 
spect of those expenses by the joint exploration corpora- 
tion in computing its income for any taxation year. pre- 
ceding the particular taxation year, or 


(b) assistance that any person has received, is entitled to 
receive or, at any time, becomes entitled to receive in re- 
spect of those expenses incurred during the period or that 
can reasonably be related to those expenses during the 
period, 

and, on the making of the election, that agreed portion 


(c) shall,be deemed, for the purposes of the definitions 
“Canadian oil and gas property expense” and. “cumula- 
tive Canadian oil and gas property expense” in subsec- 
tion 66.4(5), to be a Canadian oil and gas property ex- 
pense incurred by the other corporation during its 
taxation year in which the particular taxation year ends 
or, if it has no such year, its last taxation year, and 


(d) shall be included in the amount determined for E in 
the definition “cumulative Canadian oil and gas property 
expense” in subsection 66.4(5) by reason of its being de- 
ducted by the joint exploration corporation in computing 
that corporation’s cumulative Canadian oil and gas prop- 
erty expense, at the time the election is made or, where 
the election is made after the end of the particular taxa- 
tion year, immediately before the end of that year. 


Related Provisions: 79(3)F(b)(ii) — Where property surrendered 
to creditor; 80(1)“forgiven amount’B(e) — Debt forgiveness rules 
do not apply to amount renounced; 163(2.2) — False ‘statement or 
omission — penalty; 248(16)— GST input tax credit and rebate 
deemed to be assistance; 248(18) — GST — repayment of input tax 
credits. See additional Related provisions and Definitions at the end 
of s. 66. 


Pre-RSC History: Para. 66(10.3)(b) substituted by 1986, c. 55, 
subsec. 11(3). Para. 66(10.3)(b) formerly read: 


(b) any amount of assistance or benefit that, any person has 
received, is entitled to receive or, at any time, becomes enti- 
tled to receive from a government, municipality or other pub- 
lic authority in respect of such expenses made or incurred 
during the period or that can reasonably be related to such 
expenses during the period, whether such amount is by way 
of a grant, subsidy, forgivable loan, deduction from royalty or 
tax, investment allowance or any other form of assistance or 
benefit; 


Subsec. 66(10.3) substituted by 1984, c. 1, subsec. 27(5). For appli- 
cation, see under subsec. 66(10.4). Subsec. 66(10.3) formerly read: 


(10.3) Idem — A joint exploration corporation may, in any 
particular taxation year or within 6 months from the end of 
that year, elect in prescribed form to renounce in favour of 
another corporation an agreed portion of the aggregate of 
such of the joint exploration corporation’s Canadian oil and 
gas property expenses as were incurred by it before the end of 
the particular taxation year and during a period throughout 
which the other corporation was a shareholder corporation, to 
the extent that the aggregate of such expenses exceeds.any 
amount deducted under subsection 66.4(2).in respect thereof 
by the joint exploration corporation in computing its income 
for any taxation year preceding the particular year, and on the 
election the agreed portion 


(a) shall be deemed, for the purposes of paragraphs 
66.4(5)(a) and (b), to be a Canadian oil and gas property 
expense incurred by the other corporation during its taxa- 
tion year in which the particular taxation year ends; and 


- (b) shall be included in the amount:deducted by the joint 
exploration corporation under subparagraph 
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66.4(5)(b)(iv) in computing its cumulative Canadian oil 
and gas property expense. 
Subsec. 66(10.3) added by 1980-81-82-83, c.. 48, subsec. 33(9), ap- 
plicable to taxation years ending after December 11, 1979. 
1.T. Application Rules: 29. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(10.4) Idem — Where a taxpayer has, after April 19, 
1983, made a payment or loan described in para- 
graph (a) of the definition “agreed portion” in sub- 
section (15) to a joint exploration corporation in re- 
spect of which the corporation has at any time 
renounced in favour of the taxpayer any Canadian 
exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses (in 
this subsection referred to. as “resource expenses’) 
under subsection (10.1), (10.2) or (10.3), the follow- 
ing rules apply: 

(a) where the taxpayer receives as consideration 

for the payment or loan property that is capital 

property to the taxpayer, 


(i) there shall be deducted in computing the 
adjusted cost base to the taxpayer of the prop- 
erty at any time the amount of any resource 
expenses renounced by the corporation in the 
taxpayer’s favour in respect of the loan or 
payment at or before that time, 


(11) there shall be deducted in computing the 
adjusted cost base to the taxpayer at any time 
of any property for which the property, or any 
property substituted therefor, was exchanged 
the amount of any resource expenses re- 
nounced by the corporation in the taxpayer’s 
favour in respect of the loan or payment at or 
before that time (except to the extent such 
amount has been deducted under subpara- 
graph (i)), and 

(iii) the amount of any resource expenses re- 
nounced by the corporation in favour of the 
taxpayer in respect of the loan or payment at 
any time, except to the extent that the renunci- 
ation of those expenses results in a deduction 
under subparagraph (i) or (ii), shall, for the 
purposes of this Act, be deemed to be a capital 
gain of the taxpayer from the disposition by 
the taxpayer of property at that time; 


(b) where the taxpayer receives as consideration 
for the payment or loan property that is not capi- 
tal property to the taxpayer, 


(i) there shall be deducted in computing the 
cost to the taxpayer of the property at any 
time the amount of any resource expenses re- 
nounced by the corporation in the taxpayer’s 
favour in respect of the loan or payment at or 
before that time, and 


(ii) there shall be included in computing the 


amount referred to in paragraph 59(3.2)(d) for 
a taxation year the amount of any resource ex- 
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penses renounced by the corporation in the 
taxpayer’s favour in respect of the loan or 
payment at any time in the year, except to the 
extent that the amount has been deducted 
under subparagraph (i); and 


(c) where the taxpayer does not receive any prop- 
erty as consideration for the payment, there shall 
be included in computing the amount referred to 
in paragraph 59(3.2)(e) for a taxation year the 
amount of any resource expenses renounced by 
the corporation in the taxpayer’s favour in respect 
of the payment in the year, except to the extent 
that the amount has been deducted from the ad- 
justed cost base to the taxpayer of shares of the 
corporation under paragraph 53(2)(E. 1).in respect 
of the payment. 
Related Provisions: 53(2)(f), (f:1), (f.2) — Deductions from ad- 
justed cost base — renounced expenses; 59(3.2)(d), (e) — Recovery 
of exploration and development expenses; 59(3.3)(f) — Resource 
property — amounts included in income; 248(5) — Substituted 


property. See additional Related Lb dae and Definitions at the 
end of s: 66. 


Pre-RSC History: Subsec. 66(10. 4) added by 1984, 'c. 1, subsec. 
27(5). 


Application: 1984, c. 1, subsec., 27(12), provides that subsecs. 
66(10;1) to (10.3) as substituted and. subsec. (10.4) are applicable 
with respect to any Canadian exploration expense, Canadian devel- 
opment expense or Canadian oil and gas property expense incurred 
after March 16, 1983 by. a joint exploration corporation (other than 
such an expense incurred after March 16, 1983 and before October, 
1984 in respect of which payments or loans referred to in subpara. 
66(15)(i)(ii) as enacted by 1984, c. 1, are made to the joint explora- 
tion corporation pursuant to arrangements that were substantially 
advanced and evidenced in writing on or before March 16, 1983), 
except, that 


(a) the repeal of paras. 66(10: Lib), (10.2)(b) and (10. 3)(b) and 
-the-enactment of paras: 66(10.1)(d), (10.2)(d) and (10.3)(d) as 
provided by 1984, c..1, are applicable with respect to an agreed 
portion of the aggregate of such expenses. that is renounced af- 
ter April 19, 1983; and 


(b) the repeal of paras. 66(10.1)(a), (10.2)(a) and (10.3)(a) and 
the énactment of paras. 66(10.1)(c), (10.2)(c) and (10.3)(c), as 
‘provided by 1984, c. 1, are applicable with respect to an agreed 
portion of the aggregate of such expenses that is renounced af- 
ter April 19, 1983. 


Advance Tax Rulings: ATR-60: Joint exploration corporations. 


(11) Acquisition of control — Where after March 
31, 1977 and before November 13, 1981, control of a 
corporation has been acquired by a person. or persons 
who: did. not control the corporation at the time when 
it last ceased to carry on active business, 


(a) the amount by which the Canadian explora- 
tion and development expenses incurred by the 
corporation before it last ceased to carry on active 
business exceeds the total of all amounts other- 
wise deductible by the corporation in respect of 
Canadian exploration and development expenses 
in computing its income for taxation years ending 
_before. control was.so, acquired, shall be deemed 
to have been deductible under this section by the 
corporation in computing its income:for taxation 
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years ending before control was so acquired; 


(b). the amount by which the. ‘cumulative Cana- 
dian exploration expense of the corporation at the 
time it last ceased’ to carry on active business ex- 
ceeds the total of amounts otherwise deducted 
under section 66.1 ‘in computing its income for 
taxation years ending after that time and before 
control was so acquired, shall be deemed to have’ 
been deducted under that section by the corpora- 
tion in computing its income for taxation years 
ending before control was so acquired; 


(c) the amount by which the cumulative Canadian 
development expense of the corporation at the 
time it last ceased to carry on active business ex- 
ceeds the total of amounts otherwise deducted 
under. section 66.2. in, computing its income for 
taxation years ending after that time and before 
control was so acquired, shall-be deemed to have 
been deducted under that section by the corpora- 
tion in computing its income for taxation years 
ending before control was so acquired; 


(d) the:amount by which the cumulative Cana- 
dian oil and gas property expense of the corpora- 
tion at the time it last ceased to carry on active 
business exceeds the total of amounts otherwise 
deducted under section 66.4 in computing its in- 
come for taxation years ending after that time and 
before control was so acquired, shall be deemed 
to have been deducted under that section by the 
corporation. in computing its income for taxation 
years ending before control.was so acquired; and 


(e) the amount by which the foreign exploration 
and development expenses incurred by the corpo- 
ration before it last ceased to carry on active busi- 
ness exceeds the total of all amounts otherwise 
deductible by the corporation in respect of for- 
eign exploration and development expenses in 
computing its income: for taxation years’ ending 
before control was so acquired, shall.be deemed 
to: have been deductible under this section by: the 
corporation in computing its income for taxation 
years ending before control was so-acquired. 
Related, Provisions: 66(11.3) — Acquisition of control before 
1983; 249(4) — Deemed year end where change of control occurs; 
256(7)—-(9) —— Whether. control acquired. See additional Related 
provisions and Definitions at end of s. 66. 
Pre-RSC History: All that portion of subsec. 66(11) preceding 
para. (a) substituted by 1980-81-82-83, c. 140, subsec. 33(1), appli- 


cable with respect to taxation.years ending after November. 12, 
1981. That portion formerly read: 


(11) Where control of a corporation has, after March 31, 1977 
and after the corporation last ceased to‘carry on active busi- 
ness, been acquired by a person or'persons who did not :con- 
trol the corporation at the time whem itso ceased to carry on 
active business, 


Para..66(11)(d) substituted, (e) added, by. 1980-81- 82- 83; c. 48, sub- 
sec. 33(10), applicable to taxation years ending after December 11, 
1979. Para. 66(11)(d) formerly read: 


(d) the: amount by which the foreign exploration and develop- 
ment expenses incurred by the corporation before it last 
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ceased to-carry on active business exceeds the aggregate of 
all amounts otherwise deductible by the corporation in re- 
spect of foreign exploration and development expenses in 
computing its income for taxation years ending before control 
was so acquired, shall be deemed to have been deductible 
under this section by the corporation in computing its income 
for taxation years ending before control was so acquired. 


(11) Where control of a corporation has, after 1971 and be- 
tween a time when the corporation ceased to carry on active 
business and a time when it commenced to carry on active 
_ business again, been acquired by 


(a) a person, or 


“(b) a person and other persons with whom that person 
does not deal at arm’s length, 


‘who did not control the corporation at the time when it so 
ceased to carry on active business, all of the Canadian explo- 
ration and development expenses, cumulative Canadian ex- 
ploration expense, cumulative Canadian development ex- 
pense and foreign: exploration and development expenses 
incurred by the corporation before the time when it com- 
menced to carry on active business again shall be deemed to 
have been deductible or deducted, as the case may be, in 
. computing its incomes. for taxation years ending before the 
time when such control was so acquired. 


4 


who did not:control the corporation at the time when it so 
ceased to carry on active business, all of the Canadian explo- 
ration and development expenses and foreign exploration and 
development expenses incurred by the corporation before the 
‘time when it commenced to carry on active business again 
shall be deemed to have been deductible in computing its in- 
comes for taxation years ending before the time when such 
control was so acquired. 


I.T. Application Rules: 29. 


Subsec. 66(11) substituted by 1977-78, c. 1, subsec. 29(9), applica- 
ble to acquisitions of control after March 31, 1977. Subsec. 66(1 1) 
formerly read: 


All that portion of subsec. 66(11) following para. (b) suesebted by 
1974-75-76,.c. 26, subsec. 35(12), applicable in respect of taxation 
years ending after May 6, 1974. That portion formerly read: 


1.T. Technical News: No...7. (control by a group — 50/50 


arrangement). 


(11.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 66(11.1) repealed by 1987, c. 46, sub- 
sec. 18(2), applicable to taxation years ending after February 17, 


1987. Subsec. 66(11.1) formerly read: 


(11.1) Idem — Where at any time after November 12, 1981 


(a) control of a corporation has been acquired by a person 
or persons, or 


(b) a corporation ceases to be CACINIDL from tax under this 
Part on its taxable income, 


for the purposes of the provisions of this Act relating to de- 
ductions with respect to Canadian exploration and develop- 
ment expenses, foreign exploration and development ex- 
penses, Canadian exploration expense, Canadian 
development.expense and Canadian oil and gas property ex- 
pense (in this subsection referred to as “exploration and de- 
velopment expenses”) made or incurred by the corporation 
before that time, the following rules apply: 


(c) the corporation shall after that time be deemed to be a 
successor corporation that jointly elected with a prede- 
cessor in prescribed form as required under subsections 
(6), (8), 66.1(4), 66.2(3) and 66.4(3); 


(d) the corporation shall be deemed to have acquired at 
that time all or substantially all of the Canadian resource 
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properties and foreign resource properties of the prede- 
cessor owned by it immediately before that time; 


(e) the exploration and development expenses made or 
incurred by the corporation before that time shall be 
deemed not to have been made or incurred by the corpo- 
ration before that time but to have been made or incurred 
by the predecessor of the corporation before that time; 


(f) except where paragraph (b) applies, in computing the 
income of the corporation for its taxation year that in- 
cludes that time, 
(i) any disposition by the, corporation, in the year 
before that time, of a Canadian resource property or 
foreign resource property shall be deemed to be a 
disposition described in Subpardorapis (6)(b)(@j) and 
66.1(4)(b)(i), 


(ii) the first two references in each of subparagraphs 
66.2(3)(a)(i1) and 66.4(3)(a)(11) to “successor corpo- 
ration” shall be read as references to “corporation” 
and the references in those subparagraphs to “owned 
by the predecessor immediately before the acquisi- 
tion thereof by the successor corporation” shall be 
read as references,to “in the year and before that 
time”, and 


(iii) the production referred to in subparagraphs © 
(6)(b)(4i), 66.1(4)(b)(ii), — 66.2(3)(b)G) — and 
66.4(3)(b)(i) shall be deemed to include the produc- 
tion of petroleum or natural gas from natural accu- 
mulations thereof or from oil or gas wells, and the 
production of minerals from mines, situated on prop- 
erty in respect of which the ‘corporation had, in ‘the 
year and before that time, an interest or a right to 
take or remove petroleum or natural gas or a ee to 
take or remove minerals; and 


(g) where another corporation (in this paragraph referred 
to as the “subsidiary”) was at that time a subsidiary 
wholly-owned corporation (within the meaning assigned 
by subsection 87(1.4)) of the corporation (in this para- 
graph referred to as the “parent”), if both corporations 
agree to have this paragraph apply to them in respect of/a 
taxation year of the subsidiary ending after that time and 
notify the Minister in writing of the agreement in the re- 
turn of income under this Part of the subsidiary for that 
year, the subsidiary may designate in favour of the par- 
ent, in respect of that year, an amount equal to such por- 
tion of the amount that would be its income for the year 
if no deductions were allowed under sections 65, 66, 
66.1, 66.2 and 66.4 and section 29 of the Income Tax Ap- 
plication Rules, 1971, as may reasonably be regarded as 
being attributable to 


(i) the production of petroleum or natural gas from 
natural accumulations thereof or from oil, or gas 
wells, or the production of minerals from mines, situ-_ . 
ated on property in respect of which the subsidiary 
had, immediately before that time, an interest or right 
to take or remove petroleum or natural gas or a right 
to take or remove minerals, and 


(ii) the disposition of any Canadian resource property 
or foreign resource property, owned by the subsidi- 
ary immediately before that time, 


to the extent that such portion of the amount is not desig- 
nated under this paragraph in favour of any other tax- 
payer, and the amount so designated shall be deemed, for 
the purposes of determining the amount under paragraphs 
(6)(b), 66.1(4)(b), 66.2(3)(b) and 66.4(3)(b), 
(iii) to be the income from the sources described in 
subparagraph (i) or (11), as the case may be, of the 
parent for its taxation year in which that taxation 


Subdiv. e\— Deductions in Computing Income 


year of the subsidiary-ends, and’ 


(iv) not to be:the income from the sources described 

in subparagraph (i). or (ii), as the case may. be, of the 

subsidiary. for that year. 
Subpara. 66(11.1)(f)(11) substituted by 1986, c. nga aban: 31(2), ap- 
plicable to taxation years ending after March 1985, to add “natural 
accumulations thereof or from oil or gas”. 
Para. 66(11.1)(g) added by 1986, c. 6, subsec.’ 30(1), ‘applicable to 
1985 ef seq., except that a notice referred to in para. 66(11.1)(g) of 
an agreément betweeti a subsidiary’ and a parent to have’ that para- 
graph apply to them in respect:of a taxation.year of the subsidiary 


that ended after 1984 and-before February..13, 1986, that is filed in, 


writing with the Minister of National. Revenue on or before the day 
that is 90 days after February 13, 1986, ‘shall be’ deemed to have 
been given in the return of income of the e subsidiary for that taxation 
year. om . 

Para. 66(11.1)(d), ieee 66(11.1)(f)G) substituted by 1985, c. 45, 
subsecs. 28(9), (10), applicable with respect to transactions occur- 


ring in taxation years: commencing after 1984.:Para.66(11.1)(d),. 


subpara. 66(11. DOG formerly read: grin 


* time_all or, aie all ofthe eee of a pie 
that was used by him in carrying on such of the businesses 
described in any of subparagraphs (15)(h)(i) to (vii) as were 
carried on by the corporation immediately before that time;” : 

(i) any disposition by the corporation, in the year before 
that: time, of property: described in any of paragraphs 
59(2)(a) to (e) shall be deemed to be'a disposition de- : 
scribed, in subparagraphs (6)(b)(i), and 66.1(4)(b)@), 

Paras. 66(11.1)(c)—(e) substituted to substitute: “predecessor” for 


“predecessor corporation” and “him” for ‘it’ wherever the expres- 


sions appeared; para. 66(11.1)(f). added by.1984, c. 1, subsec. 27(6), 
applicable with respect to acquisitions of property by a successor 
corporation from a predecessor after April 19, 1983 except that 
para, 66(11.1)(f) is applicable to taxation years ending after Novem- 
ber 12, 1981 and the reference in that paragraph to “predecessor” 
shall be read as a reference to “predecessor corporation” with re- 
spect to-acquisitions of property by a successor ae on or 
before April 19, 1983. 


Subsec. 66(11.1) added by 1980- 81-82: 83, e: 140, subsec. 33(2), 
applicable with respect to taxation years ending after November 12, 
1981. 


(11.2) Repentea i under former Act] 


Pre- RSC History: Subsec. 66(11 2) repealed by, 1987, c. 46, sub- 
sec. 18(2), applicable to taxation years ending after February 17, 
1987. Subsec. 66(11.2) formerly read: | 


(11.2) Idem. — Where. a corporation (in this subsection re- 
ferred to as the.“acquiring corporation’’) has at any time after 
November 12, 1981 acquired, by purchase, amalgamation, 
merger, Winding-up or:otherwise (other than pursuant to an | 
amalgamation that. is described in subsection -87(1:2) or a: 
winding-up to which the rules in. subsection 88(1) apply), 
from another corporation (in this subsection referred to as the 
“predecessor”), all or substantially all of the Canadian re- 
source properties of the predecessor and (except.in the case of 
an amalgamation or a winding-up) the predecessor and .the 
acquiring corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which‘either taxpayer making the election i8 required to file a 
return of income pursuant to section \1'50 forthe taxation year 
in which the transaction :to which. the election: relates oc- 
curred, and the provisions in subsection (11.1) apply. with re- 
spect to the deduction of Canadian exploration and develop- 
ment expenses, foreign exploration and development 
expenses, Canadian exploration expenses, Canadian develop- 


} ane: ‘predecessor corporation’s 
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ment.expenses:or Canadian. oil'and gas property expenses (in 
this subsection referred to as “exploration and development, 
expenses”) made or incurred by the predecessor, the follow- 
ing rules apply: 


(a) with respect to the exploration and deeslonwaels eX- 
penses, the acquiring, corporation shall be, deemed after 
that time to be a successor corporation of the predecessor 

«| for the purposes;of subsections (6), (8), 66:1(4), 66.2(3) 
and 66.4(3), and, Fe) 


(b) with respect to tie deduction of the predecessor’s ex- 

ploration and” ‘development expenses by the acquiring 

corporation, the provisions that apply with respect to the 
“ deduction of the exploration and development expenses 

‘by the predecessor by: virtue of the application of subsec- 

tion, (11.1), shall apply after that time to, the deduction by 
f the acquiring corporation of these expenses. 


All that portion of subsec. 66(1 1.2). preceding para. (a) substituted 
by..1985,.c. 45, -subsec. 28(11), applicable with respect to transac- 
tions occurring in taxation years commencing after, 1984. That por- 
tion of subsec. 66(11. 2) TOMER read: 


(LL 2h idem = Where a corporation (in. this subsection re- 
ferred to as the “ acquiring corporation’”’) has, at any time after 
November 12, 1981, acquired, by purchase or otherwise (in- 
cluding an acquisition asa result of an amalgamation de- 
scribed in section 87), from another corporation (in this sub- 
section referred to as the “predecessor’), all or substantially 
all of the property of the predecessor used by it in carrying on 

jn Canada such of the businesses described in any of subpara- 
‘graphs (15)(h)(i) to (vii) as were carried on by it, and (except 

- in the case of an amalgamation or a winding-up) the prede- 
‘cessor andthe acquiring corporation have jointly elected in 
prescribed form on or before the day that is the earlier of the 
days on or before which either taxpayer making the election 
is required to file a return of income pursuant to section 150 
for the taxation year in which the transaction to which the 
election relates occurred, and: the provisions in subsection 
(11.1) apply with respect to the deduction of Canadian explo- 
ration and development expenses, foreign exploration and de- 
velopment expenses, Canadian exploration expense, Cana- 
dian development expense or Canadian. oil and gas property 
‘expense (in this subsection referred to as “exploration and de- 
velopment expenses’) made or incurred ° the predecessor, 

_ the following rules apply: 


Subces 66(11.2) amended by 1984,-c. 1 Subsec,: 21(1) spplicablé 
with respect to acquisitions of property by a successor corporation 
from.a predecessor after April 19, 1983, to substitute “predecessor” 

and “predecessor’s” for the expressions “predecessor corporation” 
’s” wherever they appeared. 


Subsec. 66(11 2) added by 1980-81-82-83, c. 140, subsec. 33(2), 
applicable with respect to taxation yes ending after November 12, 
1981. 


(11.3) Control — For the purposes of subsections 


(11) and 66.7(10), where a corporation acquired con- 


trol of another corporation after November 12, 1981 
and before 1983 by reason of the acquisition of 
shares of the other corporation pursuant to an agree- 


-ment in writing concluded on or before November 


12, 1981, it shall be deemed to have acquired that 


control on or before November 12, 1981. 
Related. Provisions: See Related provisions and Definitions. at 


end of s. 66. 


Pre-RSC History: 5: de 66(11.3) amended by 1987, c. 46, 
subsec. 18(3), to’substitute “subsection (11) and 66.7(10)” for “‘sub- 
sections (11) and (11.1), applicable to taxation years ending after 
February 17, 1987. 
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Subsec. 66(11.3) added by 1980-81-82-83; c. 140, subsec. 33(2), 
applicable with respect to taxation years ending after November 12, 
1981. 


.T. Application Rules: 29. 


(11.4) Change of control — Where, 


(a) at any time, control of a corporation has been 
acquired by a person or group of persons, 


(b) within the twelve month period ending imme- 
diately before that time, the corporation, or a 
partnership of which it was a majority interest 
partner (within the meaning assigned by subsec- 
tion 97(3.1)) acquired a Canadian resource prop- 
erty or a foreign resource property (other than a 
property that was owned by the corporation, part- 
nership or a person or persons related to the cor- 
poration throughout the period commencing im- 
mediately before the twelve month period and 
ending at the time the property was acquired by 
the corporation or partnership), and 7 
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(c) immediately before the twelve month period 
commenced, the corporation was not a principal- 
business corporation and the partnership, if it 
were a corporation, would not be a principal-bus- 
iness corporation, 


for the purposes of subsection (4) and sections 66.2 
and 66.4, except as those provisions apply for the 
purposes of section 66.7, the property shall be 
deemed not to have been acquired by the corporation 
or partnership before that time and shall be deemed 
to have been acquired by it at that time, except that, 
where the property has been disposed of by it before 
that time and not reacquired by it before that time, 
the property shall be deemed to have been acquired 
by the corporation or partnership immediately before 
it disposed of the property. 

Related Provisions: 87(2)(j.6) — Amalgamations — continuing 
corporation; 256(7)—(9) — Whether control acquired. See additional 
Related provisions and Definitions at-end.of s. 66. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). - 


(11.5) Change of control within 12 months of 
incorporation — For the purposes of subsection 
(11.4), where the corporation referred to in that sub- 
section was incorporated or otherwise formed during 
the twelve month period referred to in that subsec- 
tion, it shall be deemed to have been, throughout the 
period commencing immediately before the twelve 
month period and ending immediately after it was in- 
corporated or otherwise formed, 


(a) in existence; and 


(b) related to the person or persons to whom it 
was related (otherwise than by virtue of a right 
referred to in paragraph 251(5)(b)) throughout the 
period commencing when it was incorporated or 
otherwise formed and ending immediately before 
control of the corporation was acquired. ; 


Related Provisions: 256(7)-(9) — Whether control acquired. 
See additional Related provisions and Definitions at end of s, 66. 


Pre-RSC History: Subsecs. 66(11.4), (11.5) added by 1987, c. 46, 
subsec. 18(4), applicable with respect to acquisitions of property oc- 
curring after January 15, 1987 other than acquisitions of property 
occurring before 1988, where the person acquiring the property was 
obliged on that date to acquire the property pursuant to the terms of 
an agreement in writing entered into on or before that date. 


(12) Computation of exploration and 
development expenses — In computing a tax- 
payer’s Canadian exploration and development 
expenses, 


(a) there shall be deducted any amount paid to the 
taxpayer before May 7, 1974 


.. Gi) and after 1971 under the Northern Mineral 

_ Exploration. Assistance. Regulations made 
under an appropriation Act that provides for 
payments in respect of the Northern Mineral 
Grants Program, or 


(11) pursuant to any agreement entered into be- 
tween the taxpayer and Her Majesty in right 
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of Canada under the Northern Mineral Grants 
Program or the Development Program of the 
Department of Indian Affairs and Northern 
Development, to the extent that the amount 
has been expended by the taxpayer as ‘or on 
. account of Canadian exploration and develop- 
ment expenses incurred by the taxpayer; and 


(b), there shall be included any amount, except an 
amount in respect of interest, paid by the. tax- 
payer after 1971 and before May 7, 1974 under 
the Regulations referred to,in subparagraph (a)(i) 
to Her Majesty in right of Canada. 


Related Provisions: 66(12.1) — Limitations. See additional Re- 
lated provisions.and Definitions at end of s. 66. 

Pre-RSC History: All that portion of para. 66(12)(a) preceding 
subpara. (11) and para. 66(12)(b) substituted by. 1974-75-76, c. 26, 
subsecs. 35(13), (14), applicable, as to that portion, in respect of 
amounts receivable by the taxpayer after 1971 and applicable, as to 
para. 66(12)(b), in respect of amounts payable by the bee iid after 
1974. 


I.T. Application, Rules: 29, 


(12.1) Limitations of Canadian exploration 
and development expenses — Except as ex- 
pressly otherwise provided in this Act, 


(a) where as a result of a transaction occurring af- 
ter May 6, 1974 an amount has become receiva- 
ble by a taxpayer at a particular time in a taxation 
year and the consideration given by the taxpayer 
therefor was property (other than a share or a Ca- 
nadian resource property, or an interest therein or 

a right thereto) or services, the original cost of 
which to the taxpayer may reasonably be re- 
garded as having been primarily Canadian explo- 
ration and development expenses of the taxpayer 
(or would have been'so regarded if they had been 
incurred, by the taxpayer after 1971 and before 
May 7; 1974) or a Canadian exploration expense, 
there shall at that time be included in the amount 
determined for G in the definition “cumulative 
Canadian exploration expense” in subsection 
66.1(6) in respect of the taxpayer the amount that 
became receivable by the taxpayer at that time; 
and 


(b) where as a result of a transaction occurring 
after May 6, 1974 an amount has become receiv- 
able by a taxpayer at a particular time in a taxa- 
tion year and the consideration given by the tax- 
payer therefor was property (other than a share or 
a Canadian resource property, or an interest 
therein or a right thereto) or services, the original 
cost of which to the taxpayer may reasonably be 
regarded as having been primarily a Canadian de- 
velopment expense, there shall at that time be in- 
cluded in the amount determined for G in the def- 
inition: “cumulative Canadian development 
expense” in subsection 66.2(5) in respect. of the 
taxpayer the amount that became receivable by 
the taxpayer at that time. 


Related Provisions: 59(1) — Amounts received as consideration 
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for disposition of resource property; 66(15) — Definitions. See ad- 
ditional Related provisions»and Definitions at end of s. 66. 


Pre-RSC History: Subsec. 66(12.1) amended by 1985, °c: 45, 
subsec. 28(12), to substitute, in.each of paras. (a) and (b), “‘a share 
or a Canadian resource property, or an interest therein” for “a prop- 
erty referred to in paragraph 59(2)(a), (c) or (d) or a share or interest 
therein”, applicable with respect to transactions occurring in | taxa 
tion years commencing after 1984. 


Subsec. 66(12.1) added by 1974-75-76, c. 26, subsec. 35(15), appli- 
cable in respect of transactions occurring after May 6, 1974. 


I.T. Application Rules: 29. 
Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


Advance Tax Rulings: ATR-59: Financing exploration and de- 
velopment through limited partnerships. 


(12.2) Unitized oil or gas field in Canada — 
Where, pursuant to an agreement between a taxpayer 
and another person to unitize an oil or gas field in 
Canada, an amount has become receivable by the 
taxpayer at a particular time after May 6, 1974 from 


| that other person in respect of Canadian exploration 


expense incurred by the taxpayer or Canadian explo- 


| ration and development expenses incurred by ‘the 


taxpayer (or expenses that would have been Cana- 
dian exploration and development expenses if they 
had been incurred by the taxpayer after 1971 and 
before May 7, 1974) in respect of that field or any 
part thereof, the following rules apply: 


(a) there shall, at that time, be included by the 
taxpayer in the amount determined for G in the 
definition “cumulative Canadian exploration ex- 
pense” in subsection 66.1(6) the amount that be- 
came receivable by the taxpayer; and 


(b) there shall, at that time, be included by the 
other person in the amount referred to in para- 
graph (c) of the definition “Canadian exploration 
expense” in subsection 66.1(6) the amount that 
became payable by that person. 


Related Provisions: 66(15) — Definitions. See additional Re- 
lated provisions and Definitions at end of s. 66. 


Pre-RSC History: Subsec. 66(12.2) added by 1974-75-76, c. 26, 
subsec. 35(15), applicable in respect of transactions occurring after 
May 6, 1974. 

I.T. Application Rules: 29. 

Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(12.3) Idem — Where, pursuant to an agreement be- 
tween a taxpayer and another person to unitize an oil 
or gas field in Canada, an amount has become re- 
ceivable by the taxpayer at a particular time after 
May 6, 1974 from that other person in respect of Ca- 
nadian development expense incurred by the tax- 
payer in respect of that field or any part thereof, the 
following rules apply: 


(a) there shall, at that time, be included by the 
taxpayer in the amount determined for G in the 
definition “cumulative Canadian development ex- 
pense” in subsection 66:2(5) the amount that be- 
came receivable by the taxpayer; and 
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(b) there shall, at that time, be included by the 
other person in the amount referred to in para- 
graph (a) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) the amount 
that became payable by that person. 


Related Provisions: See Related provisions and Definitions. at 
end of s. 66. 


Pre-RSC History: Subsec. 66(12.3) added by 1974-75-76, c. 26, 
subsec. 35(15), applicable in respect of transactions occurring after 
May 6, 1974. 


1.T. Application Rules: 29. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(12.4) Limitation of foreign exploration and 
development expenses — Where, as a result of 
a transaction occurring after May 6, 1974, an amount 
has become receivable by a taxpayer at a particular 
time in a taxation year and the consideration given 
by, the taxpayer therefor was property (other than a 
foreign resource property) or services, the original 
cost of which to the taxpayer may reasonably be re- 
garded as having been primarily foreign exploration 
and development expenses of the taxpayer (or would 
have been so regarded if they had been incurred by 
the taxpayer after 1971), the following rules apply: 


(a) in computing the taxpayer’s foreign explora- 
tion and development expenses at that time, there 
shall be deducted the amount receivable by the 
taxpayer; 

(b) where the amount receivable exceeds the total 
of the taxpayer’s foreign exploration and devel- 
opment expenses incurred before that time to the 
extent that those expenses were not deducted or 
deductible, as the case may be, in computing the 
taxpayer’s income for a previous taxation year, 
there shall be included. in the amount referred to 
in paragraph 59(3.2)(a) the amount by which 


(i) the amount receivable 
exceeds 


(ii) the total of the taxpayer’s foreign explora- 
tion and development expenses incurred by 
the taxpayer before that time to the extent that 
those expenses were not deducted or deducti- 


ble, as the case may be, in computing the tax- 


payer’s income for a previous taxation year; 
and 


(c) where an amount is included in the amount 
referred to in paragraph 59(3.2)(a) by virtue of 
paragraph (b), the total of the taxpayer’s foreign 
exploration and development expenses at that 
time shall be deemed to be nil. 

Related Provisions: 59(3.2)(a) — Income inclusion; 95(1) — 


“foreign affiliate”. See additional Related provisions and Defini- 
tions at end of s. 66. 


Pre-RSC History: All that portion of subsec. 66(12.4) preceding 
para. (a) amended by 1985; c. 45, subsec. 28(13), to delete the 
words “or a property that would have been a foreign resource prop- 
erty if it had been acquired after 1971” which had followed “foreign 
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resource property’, applicable with respect to transactions occurring 
in taxation years commencing after 1984. 


Subsec. 66(12.4) added by 1974-75-76, c. 26, subsec. 35(15), appli- 
cable in respect of transactions occurring after May 6, 1974. 


1.T. Application Rules: 29. 


(12.5) Unitized oil or gas field in Canada — 
Where, pursuant to an agreement between a taxpayer 
and another person to unitize an oil or gas field in 
Canada, an amount has become receivable by the 
taxpayer at a particular time from that other person 
in respect of Canadian oil and gas property expense 
incurred by the taxpayer in respect of that field or 
any part thereof, the following rules apply: 


(a) there shall, at that time, be included by the 
taxpayer in the amount determined for G in the 
definition “cumulative Canadian oil and gas 
property expense” in subsection 66.4(5) the 
amount that became receivable by the taxpayer; 
and 


(b) there shall, at that time, be included by the 
other person in the amount referred to in para- 
graph (a) of the definition “Canadian oil and gas 
property expense” in subsection 66.4(5) the 
amount that became payable by that person. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66. 


Pre-RSC History: Subsec. 66(12.5) added by 1980-81-82-83, c. 
48, subsec. 33(11), applicable to taxation years ending after Decem- 
ber 11, 1979. ; 


I.T. Application Rules: 29. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. r 


(12.6) Canadian exploration expenses to 
flow-through shareholder — Where a person 
gave consideration under an agreement to a corpora- 
tion for the issue of a flow-through share of the cor- 
poration and, in the period that begins on the day the 
agreement was made and ends 24 months after the 
end of the month that includes that day, the corpora- 
tion incurred Canadian exploration expenses, the 
corporation may, after it complies with subsection 
(12.68) in respect of the share and before March of 
the first calendar year that begins after the period, 
renounce, effective on the day on which the renunci- 
ation is made or on an earlier day set out in the form 
prescribed: for the purposes of subsection.(12.7), to 
the person in respect of the share the amount, if any, 
by which the part of those expenses that was in- 
curred on or before the effective date of the renunci- 
ation (which part is in this subsection referred to as 
the “specified expenses’’) exceeds the total of 


(a) the assistance that the corporation has re- 
ceived, is entitled to receive or can reasonably be 
expected to receive at any time, and that can rea- 
sonably be related to the specified expenses or to 
Canadian exploration activities to which the spec- 
ified expenses relate (other than assistance that 
can reasonably be related to expenses referred to 
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- in paragraph (b) or (b.1)), 
~ (b) all specified expenses that are prescribed Ca- 


nadian exploration and development overhead 
expenses of the corporation, | 


(b.1) all specified expenses each of which is a’ 


‘cost of, or for the use of, seismic data 


(i) that had been acquired (otherwise than as a 

consequence of performing work that resulted 

‘in the creation of the data) by any other per- 
~~-son before the cost was incurred, 


(ii) in respect of which a right to use had been 
acquired by any other aga before the cost 
Was incurred, or 


(iii) all or substantially all of which resulted , 


from work performed more than one year 
before the cost .was. incurred, and 


(c) the total of amounts that are renounced on or 
before the date on which the renunciation is made 

«by any other renunciation under this subsection in 
respect of those expenses, 


but not in any case 


(d) exceeding the amount, if any, by which the 
consideration for the share exceeds the total of 
other amounts renounced under this subsection, or 
subsection (12.601) or (12.62) [or (12.64) before 
1999 — ed.] in respect of the share on or before 
the day on which the renunciation is made, or 


(e) exceeding the amount, if any, by which the 
cumulative Canadian exploration expense of the 
corporation on the effective date’ of the renuncia- 
tion computed before’ taking into account any 
amounts renounced under this subsection on the 
date on which the renunciation is made, exceeds 
the total of all amounts renounced under this sub- 
section in respect of any other share 


(i) on the date on which the renunciation is 
made, and 


(11) effective on or before. the SEAN date of 
the renunciation. 


Related Provisions: 66(12.601), (12.602) — Flow-through share 
rules for first $2 million of Canadian development expenses; 

66(12.61) — Effect of renunciation of Canadian exploration ex- 
pense; 66(12.62)(d)— Canadian development expenses ‘to flow- 
through shareholder; 66(12.64)(c) — Canadian oil and gas property 
expenses to flow-through shareholder; 66(12.66) — Expense in the 
first 60 days of the year; 66(12.67) — Restriction on renunciation; 
66(12.68) — Filing selling instruments; 66(12.69) — Filing re part- 
ners; 66(12.7) — Filing; 66(12.71) — Restriction on renunciation; 
66(12.72) — Application of sections 231 to 231.2; 66(12.73) — 
Adjustment in renunciation; 66(12.741) — Late renunciation; 
66(16) — Partnership deemed to be a person; 66(19) — Renuncia- 
tion by. member of partnership, etc.; 66.3(3) — Cost of flow- 
through shares; 66.3(4)(a){ii)(B) — Paid-up capital; 87(4.4) — 
Amalgamations -— flow-through shares; 110.6(1)“investment ex- 
pense’ (d) — effect of renunciation on capital gains exemption; 
163(2:2) — False statement or omissions — penalty; 211.91 — Tax 
on issuer using one-year look-back rule; 248(1)“‘specified future tax 
consequence”(b) — Reduction under 66(12.73) is a specified future 
tax consequence; 248(16)— GST-— input tax credit and rebate; 
248(18) — GST — repayment of input tax credit. See additional 
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Related provisions and Definitions at end of s. 66: 


History: The portion of subsec.-66(12.6) before para. (c) amended, 


para. (b.1) added and para. (d) amended by 1997, c. 25, subsecs. 
13(2)+(4); the portion before para. (c) applicable to expenses in- 
curred after February 1996, para. (b.1) applicable to costs incurred 
after March 5, 1996, other than costs incurred under an agreement 
in writing made before March 6, 1996, and para. (d) applicable to 
renunciations made after 1998. The amended seis formerly 
read: 


(12.6) Where a person gave eeaidersttonn under an agreement 
to a corporation for the issue of a flow-through share of the 
corporation and, during the period beginning on. the day. the 
agreement was entered into and ending 24 months after the 
end of the month that included that day, the corporation in- 
curred Canadian exploration expenses, the corporation may, 
after it complies with subsection (12.68), in respect of the 
share and before March of the, first calendar year beginning 
after that period, renounce, effective on the date on which the 
renunciation is made or on an earlier date set out in the form 
prescribed for the purposes of subsection (12:7), to the person 
in respect of the share the amount, if any, by which. those. ex- 
penses incurred by it during that period.and on or before the 
effective date of the renunciation exceed the total of 


(a) the assistance that it has received, is entitled to re- 
ceive, or may reasonably be expected to receive at any 
time, and that may reasonably be related to those ex- 
penses or to Canadian exploration activities to which 
those expenses relate (other than assistance that may, rea- 
sonably be attributable to expenses referred to in para- 
graph (b)), 

(b) any of those expenses that are prescribed Canadian 
exploration and development overhead expenses of the 
corporation,. and 


(d) exceeding the amount, if any, by which the consideration 
for. the share exceeds the total of other amounts renounced 
under this subsection or subsection (12.601), (12.62) or’ 
(12.64) in respect of the share on or before the date on which 
the°renunciation is made,’ or 


The opening words of subsec. 66(12.6) amended by 1994, c. 8, sub- 
sec. 5(3), applicable to Pe incurred after ee 1986. They 
formerly read: 


(12.6) Where ‘a person gave consideration under an agreement 
to a corporation for the issue of a flow-through share of the 
corporation and, during the period beginning on the day. the 
agreement was entered into and ending 24 months after the 
end of the month that included that day, the corporation in- 
curred Canadian exploration expenses, the corporation may, 
after it complies with subsection (12.68) in respect of the 
share: and. before March of the first calendar year beginning 
after that period, renounce, effective on the.date on which the 
renunciation is made or on an earlier date set out in the form 
prescribed for the purposes of subsection (12.7), to the person 
in respect of the share the amount, if any, by which those ex- 
penses incurred by it during that period and on or before the 
effective date of the renunciation exceed the total of 


Para. 66(12.6)(d) amended by 1994, c. 8, subsec. 5(4), applicable to 
expenses incurred after December 2, 1992. Para. (d) formerly read: 


(d) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts renounced in 
respect of the share under this subsection or subsection 
(12.62) or (12.64) on or before the date on which the renunci- 
ation is made, or 


Pre-RSC History: Subsec. 66(12.6) added by 1986, c. 55, subsec. 
11(4), applicable with respect to expenses incurred after February 
1986. 
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Regulations: 228 (information return); 1206(1), (4.1), (4.2) (pre- 
scribed Canadian exploration and-development overhead expenses, 
for 66(12.6)(b)). 


Forms: T101: Summary of renunciation of Canadian exploration 
expense, Canadian development expense and Canadian oil and gas 
property expense and allocation of assistance; T101 Supp: Re- 
nounced resource expenses/assistance statement; T102 Summ: 
Summary of renounced resource expenses and assistance attributa- 
ble to. members of a partnership; T102 Supp: Statement of re- 
nounced resource expenses/assistance. attributable to members of 
partnership. 


(12.601) Flow-through share rules for first $2 
million. of Canadian development. ex- 
penses — Where 


(a) a person gave consideration under an agree- 
ment to a corporation for the issue of a flow- 
through share of the corporation, 


(a.1) the corporation’s taxable: capital amount at 
the time the consideration was given was not 
more than $15,000,000, and 


(b) during the period beginning on the later of 
December 3, 1992 and the particular day the 
agreement was entered into and ending on the 
day that is.24 months after the end of the month 
that included that particular day, the corporation 
incurred Canadian development expenses de- 
scribed in paragraph (a) or (b) of the definition 
“Canadian development expense” in subsection 
66.2(5) or that would be described in paragraph 
(f) of that definition if the words “paragraphs (a) 
to (e)” in that paragraph were read as “paragraphs 
(a) and (b)”, 
the corporation may, after it complies with subsec- 
tion, (12.68) in respect of the share and before March 
of the first calendar year that begins after that period, 
renounce, effective on the day on which the renunci- 
ation is made or on an.earlier day set out in the form 
prescribed for the purposes of subsection (12.7), to 
the person in respect of the share the amount, if any, 
by. which the part of those expenses that was in- 
curred on or before the effective date of the renunci- 
ation (which part is in this subsection referred to as 
the “specified expenses”) exceeds the total of 


(c) the assistance that the corporation has re- 
ceived, is entitled to receive, or can reasonably be 
expected to receive at any time, and that can rea- 
sonably be related to the specified expenses or 
Canadian development activities to which the 
specified expenses. relate (other than assistance 
that can reasonably be related to expenses re- 
ferred to in paragraph (d)), 


(d) all specified expenses that are prescribed Ca- 
nadian exploration and development overhead 
expenses of the corporation, and 


(e) all amounts that are renounced on or before 
the day on which the renunciation is made by any 
other renunciation under this subsection or sub- 
section (12.62) in respect of those expenses. 


Related Provisions: 66(12.6011) — Meaning of “taxable capital 


Income Tax Act, Part I, Div. B 


amount” for 66(12.601)(a.1);. 66(12.602) — Restriction; 
66(12.62)(c), (d) — Canadian development expenses to flow- 
through shareholder; 66(12.64)(c) — Canadian oil and gas property 
expenses to flow-through shareholder; 66(12.66) — Expenses in 
first 60 days of following year; 66(12.67) — Restrictions on renun- 
ciation; 66(12.69) — Filing re partners; 66(12.7) — Filing; 
66(12.71) — Restriction on renunciation; 66(12.72) — Application 
of sections 231 to 231.3; 66(12.73) — Adjustment in renunciation; 
66(12.741) — Late renunciation; 66(16) — Partnership deemed to 
be a person; 66(19) — Renunciation by member of partnership, etc.; 
66.1(6)“restricted expense”(c) — inclusion of renounced expenses; 
66.3(4)(a)(ii)(B) — Paid-up capital; 87(4.4) — Amalgamations; 
110.6(1)“investment expense”(d) — Effect of renunciation on capi- 
tal gains exemption; 163(2.2) — False statements or omissions — 
penalty; 211.91— Tax on issuer using one-year look-back rule; 
248(1)“specified future tax consequence”(b) — Reduction under 
66(12.73) is a specified future tax consequence. 


History: The portion of subsec. 66(12.601) before para. (b) 
aménded by 1997, c. 25, subsec. 13(5); applicable to renunciations 
made after March 5, 1996, other than a renunciation made before 
1999 in respect of consideration given 


(a) before March 6, 1996; or 


(b) under an agreement in writing made before March 6, 1996 
or under the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before March 6, 1996 with a public authority in Canada in ac- 
cordance with securities legislation of a province. 


That portion formerly read: 
(12.601) Where 


(a) a person gave consideration under an agreement to a 
corporation for the issue of a flow-through share of the 
corporation, and 


The portion of subsec. 66(12:601). between paras. (b) and (e) 
amended by 1997, c. 25, subsec.. 13(6), applicable to expenses in- 
curred after December 2, 1992. That portion formerly. read: 


the corporation may, after it complies with subsection (12.68) 
in respect of the share and before March of the first calendar 
year beginning after that period, renounce, effective on the 
day on which the renunciation is made or on an earlier day set 
out in the form prescribed for the purposes of subsection 
(12.7), to the person in respect of the share the amount, if 
any, by which those expenses incurred by it during that pe- 
riod and on or before the effective date of the renunciation 
exceed the total of 


(c) the assistance that it has received, is entitled to re- 
ceive, or can reasonably be expected to receive at any 
time, and that can reasonably be related to those expenses 
or. Canadian development activities to which those ex- 
penses relate (other than assistance that can reasonably 
be attributable to expenses referred to in paragraph (b)), 


(d) any of those expenses that are prescribed Canadian 
exploration and development overhead expenses of the 
corporation, and 
Subsec. 66(12.601) added by 1994, c. 8, subsec. 5(5), applicable to 
expenses incurred after December 2, 1992. 
Regulations: 1206(1), (4.1), (4.2) (prescribed Canadian explora- 
tion and development overhead expenses, for 66(12.601)(d)). 
Forms: T101: Summary of renunciation of Canadian exploration 
expense, deemed Canadian exploration expense, Canadian develop- 
ment expense and Canadian oil and gas property expense allocation 
of assistance; T101 Supp: Renounced resource expenses/assistance 
statement; T102 Summ: Summary of renounced resource expenses 
and assistance attributable to members of a partnership. . 


(12.6011) Taxable capital amount — For the 
purpose of subsection (12.601), a particular corpora- 
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tion’s taxable capital amount at any time is the total 
of 


(a) its taxable capital employed in Canada for its 
last taxation year that ended more than 30 Soe 
before that time, and , 


(b) the total of all amounts each of wench is the 
taxable capital employed in Canada of another 
corporation associated at that time with the par- 
ticular corporation for the other corporation’s last 
taxation year that ended more than 30 days before 
that time. 

Related Provisions: 66(12.6012) — Meaning of taxable capital 


employed in Canada; 66(12.6013)— Effect of amalgamation or 
merger; 256 — Associated corporations. © 


History: Subsec. 66(12.6011) added by 1997, c. 25, subsec. 13(7), 
applicable after March 5, 1996, except that the amount determined 
under subsec. (12.6011) in respect of a renunciation by a corpora- 
tion shall be determined as if each other corporation associated with 
the corporation were not so associated where the renunciation was 
made before 1999 in respect of consideration given 

(a) before December 6, 1996; or 


(b) under an agreement in writing made before. December 6, 
1996 or under the terms of a prospectus, preliminary prospec- 
tus, registration statement, offering memorandum or notice filed 
‘ before December 7, 1996 with a public authority in Canada in 
accordance with securities legislation of: a province. 


(12.6012) Taxable capital employed in Can- 
ada — For the purpose of determining a corpora- 
tion’s taxable capital amount at a particular time 
under subsection (12.6011) and for the purpose of 
subsection (12.6013), a particular corporation’s taxa- 
ble capital employed in Canada for a taxation year is 
the amount that would be its taxable capital em- 
ployed in Canada for the year, determined in accor- 
dance with subsection 181.2(1) and without refer- 
ence. to the portion of its investment allowance (as 
determined under subsection 181.2(4)) that is attrib- 
utable to, shares of the capital stock. of, dividends 
payable by, or indebtedness of, another corporation 
that 


(a) was not associated with the particular corpo- 
ration at the particular time; and 


(b) was associated with the particular corporation 
at the end of the particular corporation’s last taxa- 
tion year that ended more than 30 days before 
that time. 

Related Provisions: 256 — Associated-corporations. 


History: Subsec. 66(12.6012) added by 1997, .c. 25, subsec. 13(7), 
applicable after March 5, 1996, 


(12.6013) Amalgamations and mergers — For 
the purpose of determining the taxable capital 
amount at a particular time. under subsection 
(12.6011) of any corporation and for the purpose of 
this subsection, a particular corporation that was cre- 
ated as a consequence of an amalgamation or merger 
of other corporations (each of which is in this sub- 
section referred to as.a “predecessor corporation’), 
and that does not have a taxation year that ended 
more than 30 days before the particular time, is 


S. 66(12.602) 


deemed to have taxable capital employed in Canada 
for a-taxation year that ended more than 30 days 
before the particular time equal to the total of all 
amounts each of which is the taxable capital em- 
ployed in Canada of a predecessor corporation for its 
last taxation year that ended more than 30 days 
before the particular time. 


History: Subsec. 66(12.6013) added by 1997, c. 25; subsec. 13(7), 
applicable after March 5, 1996. 


(12.602) Idem — A corporation shall be deemed not 
to have renounced any particular amount under sub- 
section (12.601) in respect of a_share where 


(a) the particular amount exceeds the amount, if 
any, by which the consideration for the share ex- 
ceeds the total of other amounts renounced in re- 
spect,.of, the share under subsection’ (12.6), 
(12.601). or (12.62) [or (12.64) before 1999 — 
ed.] on or before the day on,which the renuncia- 
tion is made; 


(b) the particular amount exceeds the amount, if 
any, by which 


(i) the:cumulative Canadian development ex- 

» pensesof the corporation on the effective date 
of the renunciation, computed before taking 
into account any amounts renounced under 
subsection (12.601) on the day on which the 
renunciation is made, 


exceeds 


(ii) the total of all amounts renounced under 
subsection (12.601) by the corporation in re- 
spect of any other share 


(A) on the day on which the renunciation 
is made, and 

(B) effective on or before the effective 
date of the renunciation; or 


(c) the particular amount relates to Canadian de- 
velopment expenses incurred by the corporation 
in a calendar year and the total amounts. re- 
nounced, on or before the day on which the re- 
nunciation is made, under subsection (te 601) in 
respect of 


(i) Canadian development expenses incurred 
by the corporation in that calendar year, or 


(ii) Canadian development expenses incurred 
in that calendar year by another corporation 
associated with the corporation at the time the 
other corporation. incurred such expenses 


exceeds $1,000,000. : : 


Related Provisions: 66(12.66)-— Expenses in first 60 days of 
following year. 


History: Para. 66(12.602)(a) amended by 1997, c. 25, subsec. 
13(8), applicable to renunciations made after 1998. Para. (a) for- 
merly read: 


(a) the particular amount exceeds the amount, if any, by 
which the consideration for the share exceeds the total of 
other amounts renounced in respect of the share under sub- 
section (12.6), (12.601), (12.62) or (12.64) on or before the 
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day on which the renunciation is. made; 


The closing words of para. 66(12.602)(c) amended by 1997, c. 25, 
subsec. 13(9), applicable to renunciations made after March 5, 
1996, other than a renunciation noes before 1999 in respect of con- 
sideration given 


(a) before March 6, 1996; or 


(b) under an agreement in writing made before March 6, 1996 
or under the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before March 6, 1996 with a public authority in Canada in ac- 
cordance with securities legislation of a province. 

The closing words formerly read: 
exceeds $2,000,000. 


Subsec. 66(12.602) added by 1994, c. 8, subsec. 5(5), applicable to 
expenses incurred after December 2, 1992. 


(12.61) Effect of renunciation — Subject to sub- 
sections (12.69) to (12.702), where under subsection 
(12.6) or (12.601) a corporation renounces an 
amount to a person, 


(a) the Canadian exploration expenses or Cana- 
dian development expenses to which the amount 
relates shall be deemed to be Canadian’ explora- 
tion expenses incurred in that amount by the per- 
son on the effective date of the renunciation; and 


(b) the Canadian exploration expenses or Cana- 
dian development expenses to which the amount 
relates shall, except for the purposes of that re- 
nunciation, be deemed on and after the effective 
date of the renunciation never to have been Cana- 
dian exploration expenses or Canadian develop- 
ment expenses incurred by the corporation. 


Related Provisions: 66(16) — Partnership deemed to be a per- 
son; 66(17) — Non-arm’s length partnerships. See additional Re- 
lated provisions and Definitions at end of s. 66. 


History: The opening words of subsec. 66(12.61) amended by 
1997, c. 25, subsec. 13(10), applicable to renunciations made after 
1998. The opening words formerly read: 


(12.61) Subject to subsections (12.69) to (12.701), where 
under subsection (12.6) or (12.601) a corporation renounces 
an amount to a person, 


Subsec. 66(12.61) amended by 1994, c. 8, subsec. 5(5), applicable 
to expenses incurred after December 2, 1992. Subsec. (12.61) for- 
merly read: 


(12.61) Effect of renunciation — Subject to subsections 
(12.69) to (12.701), where under subsection (12.6) a corpora- 
tion renounces an amount to a person, 


(a) the Canadian exploration expenses to which the 
amount relates shall be deemed to be Canadian explora- 
tion expenses incurred in that amount by the person on 
the effective date of the renunciation; and 


(b) the Canadian exploration expenses to which the 
amount relates shall, except for the purpose of that renun- 
ciation, be deemed on and after the effective date of the 
renunciation never to have been Canadian exploration ex- 
penses incurred by the corporation. 


That portion of subsec. 66(12.61) preceding para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 38(3), applicable after July 
13, 1990. That portion formerly read: 


(12.61) Where a person renounces an amount to a person 
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under subsection (12.6), 


Pre-RSC History: Subsec. 66(12.61) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.62) Canadian development expenses to 
flow-through shareholder — Where a person 
gave consideration under an agreement to a corpora- 
tion for the issue of a flow-through share of the cor- 
poration and, in the period that begins on the day the 
agreement was made and ends 24 months after the 
end of the month that includes that day, the corpora- 
tion incurred Canadian development expenses,. the 
corporation may, after it complies with subsection 
(12.68) in respect of the share and before March of 
the first calendar year that begins after the period, 
renounce, effective on the day on which the renunci- 
ation is made or on an earlier day set out in the form 
prescribed for the purposes of subsection (12.7), to 
the person in respect of the share the amount, if any, 
by which the part of those expenses that was in- 
curred on or before the effective date of the renunci- 
ation (which part is in this subsection referred to as 
the “specified expenses”) exceeds the total of 


(a) the assistance that the corporation has re- 
ceived, is entitled to receive, or can reasonably be 
expected to receive at any time, and that can rea- 
sonably be related to the specified expenses or to 
Canadian development activities to which the 
specified expenses relate (other than assistance 
that can reasonably be related to expenses re- 
ferred to in paragraph (b) or (b.1)), 


(b). all specified expenses that are prescribed Ca- 
nadian exploration and development overhead 
expenses of the corporation, 


(b.1) all specified expenses that are described in 
paragraph (e) of the definition “Canadian devel- 
opment expense” in subsection 66.2(5) or that are 
described in paragraph (f) of that definition be- 
cause of the reference in the latter ue to 
paragraph (e), and 

(c) the total of amounts that are renounced on or 
before the day on which the renunciation is made 
by any other renunciation under this subsection 
or subsection (12.601) in respect of. those 
expenses, 


but not in any case. 


(d) exceeding the amount, if any, by which the 
consideration for the share exceeds the total of 
other amounts renounced in respect of the share 
under this subsection or subsection (12.6) or 
(12.601) [or (12.64) before 1999 —ed.] on or 
before the day on which the renunciation is made, 
or 


(e) exceeding the amount, if any, by which the 
cumulative Canadian development expense of the 
corporation on the effective date of the renuncia- 
tion computed before taking into account any 
amounts renounced under this subsection on the 
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date on which the renunciation is: made, exceeds 
the total of all amounts renounced under this sub- 
section in respect of any other share 


(i) on the date on which the renunciation is 
made, and 


(ii) effective on or before the effective date of 
the renunciation. 


Related Provisions: 66(12.601), (12.602) — Flow-through share 
rules for first $2 million of Canadian development expenses; 
66(12.63) — Effect of renunciation of Canadian development ex- 
pense; 66(12.64)(c) — Canadian oil and gas property expenses to 
flow-through shareholder; 66(12.67) — Restriction on renunciation; 
66(12.68) — Filing selling instruments; 66(12.69) — Filing re part- 
ners; 66(12.7) — Filing; 66(12.71) — Restriction on renunciation; 
66(12.72) — Application of sections 231 to 231.3; 66(12.73) 
Adjustment in renunciation; 66(12.741) — Late renunciation; 
66(16) — Partnership deemed to be a person; 66(19) — Renuncia- 
tion by member of partnership, etc.; 66.1(6)“restricted ex- 
pense’(c) — Inclusion’ of amount renounced; 66.2(5) — Defini- 
tions; 66.3(3) — Cost of flow-through shares; 66.3(4)(a)™Gi)(B) — 
Paid-up capital; 87(4.4) — Flow-through shares; 110.6(1)“invest- 
ment expense’’(d) — effect of renunciation on capital gains exemp- 
tion; 163(2.2) — False statement or omissions — penalty; 
248(16) — GST input tax credit and rebate deemed to be assistance; 
248(18) — GST — repayment of input tax credit. See ‘additional 
Related provisions and Definitions at end of s. 66. 


History: The portion of subsec. 66(12.62) before para. (c) amended 
by 1997, c. 25, subsec. 13(11), applicable to expenses incurred after 
February 1996. This portion formerly read: 


(12.62) Where a person gave consideration under an agree- 
ment to a corporation for the issue of a flow-through share. of 
the corporation and, during the period beginning on the day 
‘the agreement was entered into and ending 24 months after 

_ the end of the month that included that day, the corporation 
incurred Canadian development expenses, the corporation 
may, after it complies with subsection (12.68). in respect of 
the share and.before March of the first calendar year begin- 
ning after that period, renounce, effective on the date on 
which the renunciation is made or on an earlier date set out in 
the form prescribed.for the purposes of subsection (12.7), to 
the person in respect of the share the. amount,.if any, by 
which those expenses incurred by it during that period and on 
or before the effective date of the renunciation exceed the to- 
tal of 


(a) the assistance that it has received, is entitled to re- 
ceive, or may reasonably be expected to receive at any 
time, and that may reasonably be related to those ex- 
penses or to Canadian development activities to which 
those expenses relate (other than assistance that may rea- 
sonably be attributable to expenses referred to in para- 
graph (b)), 


(b) any of those expenses that are prescribed Canadian 
exploration and development overhead expenses of the 
corporation, and 


Para. 66(12.62)(b.1).added by 1997, c. 25, subsec. 13(12), applica- 
ble to renunciations made after March 5, 1996, other than a renunci- 
ation made before 1999 in respect of consideration given 


(a) before March 6, 1996; or 


(b) under an agreement in writing made before March 6, 1996 
or under the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before March 6, 1996 with a public authority. in Canada in ac- 
cordance with securities legislation of a province. 


Para. 66(12.62)(d) amended by 1997, c. 25, subsec. 13(13), applica- 


S. 66(12:63)(b) 


ble to renunciations. made after 1998. Para. (d) formerly read: 


(d) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts renounced in 
respect of the share under this subsection or subsection 
(12.6), (12.601) or (12.64) on or before the date on which the 
renunciation is made, or 


The opening words of subsec. 66(12.62) amended by 1994, c. 8, 
subsec. 5(6), applicable to expenses incurred after February 1986. 
They formerly read: 


(12.62) Where a person has given consideration under an 
agreement to a corporation for the issue of a flow-through 
share of the corporation and, during the period commencing 
on the day the agreement was entered into and ending 24 
months after the end of the month that included that day, the 
corporation has incurred Canadian development expenses, the 
corporation may, after it has complied with subsection 

(12.68) in respect of the share and within that period: or 
within 30 days thereafter, renounce, effective on the date-on 
which the renunciation is made or on such earlier date as. may 
be set out in the form prescribed for the purposes of subsec- 
tion (12.7), to the person in respect of the share the amount, if 
any, by which those expenses incurred by it during that.pe- 
riod and on or before the effective date of the renunciation 
exceed the total of Kecaieeie. 


That portion of subsec. 66(12.62) between paras. (b) and: (e) 
amended by 1994, c. 8, subsec. 5(7), applicable to expenses. in- 
curred after December 2, 1992. That portion formerly read: 


(c) the total of amounts that are renounced on or before the 
date on which the renunciation is made by any other renunci- 
ation under this subsection in respect of those expenses, r 


but not in any case 


(d) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts. renounced in 
respect of the share under this subsection or subsection (12.6) 
or (12.64) on or before the date on which the renunciation ‘is 
made, or 


Pre-RSC History: Subsec. 66(12.62) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. ete 


Regulations: 228 (information return); 1206(1), (4.1), (4.2) (pre- 
scribed Canadian exploration and development overhead expenses, 
for 66(12.62)(b)). 


Forms: T101: Summary of renunciation of Canadian exploration 
expense, Canadian development expense and Canadian oil and gas 
property expense and allocation of assistance; T101 Supp: Re- 
nounced resource expenses/assistance statement; T102 Summ: 
Summary of renounced resource expenses and assistance attributa- 
ble to members of a partnership; T102 Supp: Statement of re- 
nounced resource expenses/assistance attributable to. members of 
partnership. 


(12.63) Effect of renunciation — Subject to sub- 
sections (12.691) to (12.702), where under subsec- 
tion (12.62) a corporation renounces an amount, to a 
person, | 


(a) the Canadian development expenses to which 
the amount relates shall be deemed to be Cana- 
dian development expenses incurred in that 
amount by the person on the effective date of the 
renunciation; and 


(b) the Canadian development expenses to which 
the amount relates shall, except for the purposes 
of that renunciation, be deemed on and after the 
effective date of the renunciation never to have 
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been Canadian development expenses incurred 
by the corporation. 


Related Provisions: 66(16) — Partnership deemed to be a per- 
son; 66.2(5) — Definitions. See additional Related provisions and 
Definitions at end of s. 66. 


History: That portion of subsec. 66(12.63) preceding para. (a) 
amended by 1997, c. 25, subsec. 13(14), applicable to renunciations 
made after 1998. That portion formerly read: ~ 


(12.63) Subject to subsections (12.69) to (12.701), where 
under subsection (12.62) a corporation renounces an amount 
to a person, 


That portion of subsec.,66(12.63) preceding para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 38(4), applicable after July 
13, 1990. That portion formerly read: 


(12.63) Where a corporation renounces an amount to a person 
under subsection (12.62), 


Pre-RSC History: Subsec. 66(12.63) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.64) [Repealed] 


Related Provisions: 66(12.602) — Flow-through share rules for 
first $2 million of Canadian development expense; 66(12.62)(d) — 
Canadian development expenses to flow-through shareholder; 
66(12.65) — Effect of renunciation of Canadian oil and gas prop- 
erty expenses; 66(12.67) — Restriction on renunciation; 
66(12.68) — Filing selling instruments; 66 (12.69) — Filing re part- 
ners; 66(12.7) — Filing; 66(12.71) — Restriction on renunciation; 
66(12.72) — Application of sections 231 to 231.3; 66(12.73) — 
Adjustment in renunciation; 66(12.741) — Late renunciation; 
66(16) — Partnership deemed to be a person; 66(19) — Renuncia- 
tion by member of partnership, etc.; 66.3(3) —Cost of flow- 
through, shares; 66.3(4)(a)(ii)(B) — Paid-up capital; 87(4.4) — 
Flow-through shares; 110.6(1)“investment expense’(d) — effect of 
renunciation on capital gains exemption; 163(2.2) — False state- 
ment or omissions — penalty; 248(16) — GST input tax credit and 
rebate deemed to be assistance; 248(18) — GST — repayment of 
input tax credit. See additional Related provisions and Definitions at 
end of s. 66. 


History: Subsec. 66(12.64) repealed by 1997, c. 25, subsec. 13(15), 
applicable to renunciations made after March 5, 1996, other than a 
renunciation made before 1999 in respect of consideration given 


(a) before March 6, 1996; or 


(b) under an agreement in writing made before March 6, 1996 
or under the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before March 6, 1996 with a public authority in Canada in ac- 
cordance with securities legislation of a province. 


Subsec. (12.64) formerly read: 


(12.64) Canadian oil and gas property expenses to flow- 
through shareholder — Where a person gave. consideration 
under an agreement to a corporation for the issue.of a flow- 
through share of the corporation and, during the period begin- 
ning on the day the agreement was entered into and ending 24 
months after the end of the month that included that day, the 
corporation incurred Canadian oil and gas property expenses, 
the corporation may, after it complies with subsection (12.68) 
in respect of the share and before March of the first calendar 
year beginning after that period, renounce, effective on the 
date on which the renunciation is made or on an earlier date 
set out in the form prescribed for the purposes of subsection 
(12.7), to the person in respect of the share the amount, if 
any, by which those expenses incurted by it during that pe- 
riod and on or before the effective date of the renunciation 
exceed the total of 


(a) the assistance that it has received, is entitled to re- 
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ceive, or may reasonably be expected to receive at any 
time, and that may reasonably be related to those ex- 
penses, and 


(b) the total of amounts that are renounced on or before 
the date on which the renunciation ts made by any other 
renunciation under this subsection in respect of those 
expenses, 


but not in any case 


(c) exceeding the amount, if any, by which the considera- 
tion for the share exceeds the total of other amounts re- 
nounced in respect of the share under this subsection or 
subsection (12.6), (12.601) or (12.62) on or before the 
date on which the renunciation is made, or 


(d) exceeding the amount, if any, by which the cumula- 
tive Canadian oil and gas property expense of the corpo- 
ration on the effective date of the renunciation computed 
before taking into account any amounts renounced under 
this subsection on the date on which the renunciation is 
made, exceeds the total of all amounts renounced under 
this subsection in respect of any other share 


(i) on the date on which the renunciation is made, 
and 


(ii) effective on or before the effective date of the 
renunciation. 


The opening words of subsec. 66(12.64) amended by 1994, c, 8, 
subsec. 5(8), applicable to expenses incurred after February 1986. 
They formerly read: 


(12.64) Where a person has given consideration under an 
agreement to a corporation for the issue of a flow-through 
share of the corporation and, during the period commencing 
on the day the agreement was entered into and ending 24 
months after the end of the month that included that day, the 
corporation has incurred Canadian oil and gas property ex- 
penses, the corporation may, after it has complied with sub- 
section (12.68) in respect of the share and within that period 
or within 30 days thereafter, renounce, effective on the date 
on which the renunciation is made or on such earlier date as 
may be set out in the form prescribed for the purposes of sub- 
section (12.7), to the person in respect of the share the 
amount, if any, by which those expenses incurred by it during 
that period and on or before the effective date of the renuncia- 
tion exceed the total of 


Para. 66(12.64)(c) amended by 1994, c. 8, subsec. 5(9), applicable 
to expenses incurred after December 2, 1992. Para. (c) formerly 
read: 


(c) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts renounced in 
respect of the share under this subsection or subsection (12.6) 
or (12.62) on or before the date on which the renunciation is 
made, or 


Pre-RSC History: Subsec. 66(12.64) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


Regulations: 228 (information return). 


Forms: T101: Summary of renunciation of Canadian exploration 
expense, Canadian development expense and Canadian oil and gas 
property expense and allocation of assistance; T101 Supp: Re- 
nounced resource expenses/assistance statement; T102 Summ: 
Summary of renounced resource expenses and assistance attributa- 
ble to members of a partnership; T102 Supp: Statement of re- 
nounced resource expenses/assistance attributable to members of 
partnership. 


(12.65) [Repealed] 


Related Provisions: 66(16) — Partnership deemed to be a per- 
son. See additional Related provisions and Definitions at end of s. 
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History: Subsec. 66(12.65) repealed by 1997, c. 25, subsec. 13(15), 
applicable on the same basis as the repeal of pie 64). Subsec. 
(12.65) formerly read: 


(12.65) Effect of renunGlaticAny — - Subject to subsections 
(12.69) to (12.701), where under subsection (12. ee a corpo- 
ration renounces an amount to-a person, 


(a) the Canadian oil and gas property expenses to which 
the amount relates shall be deemed to be: Canadian oil 
and gas property expenses incurred in that amount by the 
person on the effective date of the renunciation; and 


(b) the Canadian oil and gas property expense to which 
the amount relates shall, except for the purposes of that 
renunciation, be deemed on and after the effective date of 
the renunciation never to have been Canadian oil and gas 
property expenses incurred by the corporation. 


That portion of subsec. 66(12.65) preceding para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 38(5), applicable after July 
13, 1990. That portion formerly read: 


(12.65) Where a corporation renounces an amount to’a person 
under subsection (12.64), 


Pre-RSC History: Subsec. 66(12.65) added by 1986, c. 55, sub- 


sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.66) Expenses in the first 60 days of 
year — Where 


(a) a corporation that 1 issues a tov, -through. share ) 


to a person under an agreement incurs, in a par- 
ticular calendar year, Canadian exploration ex- 
penses or Canadian development expenses, 


(a.1) the. agreement was made. in the preceding 
calendar year, 


(b) the expenses 


(i) are described in ei cata (a), (d) or (f) of 
the definition “Canadian exploration expense” 
in subsection 66.1(6) or paragraph (a) or (b) 
of the definition “Canadian development ex- 
pense” in subsection 66.2(5), 


(ii) would be described in, paragraph (h) of the 
definition “Canadian exploration expense” in 
subsection 66.1(6) if the words “paragraphs 
(a), (b),. (c), (d), (f) and (g)” were read as 
“paragraphs (a), (d) and (f)”, or 


(iii) would be described in paragraph (f) of the 
definition “Canadian development expense” 

/ in subsection 66.2(5) if the words “any of 
paragraphs (a) to (e)” were read as “‘paragraph 
(a) or (b)”, 


(c) before the end of that preceding year the per- 
son paid the consideration in money for the share 
to be issued, 


(d) the corporation and the person deal with each 
other at arm’s length throughout — particular 
year, and 


(e) in January, February or March of the particu- 
lar year, the corporation renounces an amount in 
respect of the expenses to the person in respect of 
the share in accordance with subsection (12.6), or 


S. 66(12.66) 


(12.601) and the effective date of the renuncia- 
tion is the last day of that preceding year, 


the corporation shall for the purpose: of subsection 
(12.6) or (12.601) be ‘deemed to have incurred the 
expenses on the effective date of the renunciation. 


Related Provisions: 66(12.6) — Canadian exploration expenses 
to flow-through shareholder; 66(16) — Partnership deemed to be a 
person; 66(17) — Non-arm’s length partnerships; 87(4.4) — Amal- 
gamations; 163(2.21), (2.22) — Penalty for false statement or,omis- 
sion; 211.91-— Tax on issuer using one-year look-back rule; 
248(1)“specified future tax consequence”(b) — Reduction under 
66(12.73) is a specified future tax consequence. See additional Re- 
lated provisions and Definitions at end of s. 66. ; 


History: Para. 66(12.66)(a) amended, para: (a.1) added, by 1997, c. 
25, subsec. 13(16), applicable to expenses incurred after 1996, ex- 
cept that 


amended para. (a) and. para. (a 1) do not eee to. expenses in- 
curred in January or February of 1997 in respect of an agree- 
ment that was made in. 1995; and 


for the purpose of applying para. (a.1) to expenses incurred in 
1998, any agreement made in 1996 is deemed to have been 
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made in 1997. 
Para. (a) formerly: read: 


(a) a corporation that issues a flow-through share to.a person 
under an agreement incurs, within 60 days after the end of a 
calendar year, Canadian exploration expenses or Canadian 
development expenses, 


Para. 66(12.66)(b) amended by 1997, c. 25, subsec. 13(17), applica- 
ble to expenses incurred after 1992. Para. (b) formerly read: 


(b) the expenses are expenses described in paragraph (a), (d) 
or (f) of the definition “Canadian exploration expense” in 
subsection 66.1(6) or paragraph (a) or (b) of the definition — 
“Canadian development expense” expense in subsection 
66.2(5), 


Paras. 66(12.66)(c), (d) and (e) amended by 1997, c. 25, subsec. 
13(18), applicable to expenses incurred after 1996, except that 
amended paras. (c) to (e) do not apply to expenses incurred in Janu- 
ary or February of 1997 in respect of an agreement that was made in 
1995. Paras. (c) to (e) formerly read: 


(c) before the end of the year, the agreement was entered into 
between the corporation and the person and the person paid 
the consideration for the share in money, 


(d) the corporation and the person deal with each other at 
arm’s length throughout the 60 days, and 


(e) within 90 days after the end of the year, the corporation 
renounces an amount in respect of the expenses to the person 
in respect of the share in accordance with subsection (12.6) or 
(12.601) and the effective date of the renunciation is the last 
day of the year, 


Subsec. 66(12.66) amended by 1994, c. 8, subsec. 5(10), applicable 
to expenses incurred after 1992. Subsec. (12.66) formerly read: 


(12.66) Where 


(a) a corporation that issues a flow-through share to a 
person under an agreement incurs, within 60 days after 
the end of a calendar year, Canadian exploration 
expenses, 


(b) the Canadian exploration expenses are expenses de- 
scribed in paragraph (a), (d) or (f) of the definition “Ca- 
nadian exploration expense” in subsection 66.1(6), 


(c) before the end of the year, the agreement was entered 
into between the corporation and the person and the per- 
son paid the consideration for the share in money, 


(d) the corporation and the person deal with each other at 
arm’s length throughout the 60 days, and 


(e) within 90 days after the end of the year the corpora- 
tion renounces an amount in respect of the Canadian ex- 
ploration expenses to the person in respect of the share in 
accordance with subsection (12.6) and the effective date 
of the renunciation is the last day of the year, 


the corporation shall for purposes of subsection (12.6) be 
deemed to have incurred the expenses on the effective date of 
the renunciation. 


Pre-RSC History: Para. 66(12.66)(b) substituted by 1988, c. 55, 
subsec. 41(1), applicable with respect to expenses incurred after 
1987, except that an amount in respect of oil or gas expenses re- 
nounced under subsec. 66(12.66) by a corporation on or before the 
day that is 30 days after September 13, 1988 shall be deemed to 
have been renounced within 90 days after the end of 1987. Para. (b) 
formerly read: 


(b) the Canadian exploration expenses are expenses described 
in subparagraph 66.1(6)(a)(iii) incurred in respect of a min- 
eral resource other than a bituminous sands deposit, an oil 
sands deposit or an oil shale deposit, 


Subsec. 66(12.66) added by 1986, c. 55, subsec. 11(4), applicable 
with respect to expenses incurred after February 1986: 
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Selected Cases [subsec. 66(12.66)]: Furukawa v. Canada, 
[1996] 2 C.T.C. 2641 (TCC) (Marketing incentives did not qualify 
as assistance; shares not prescribed shares). 


(12.67) Restrictions on renunciation — A cor- 
poration shall be deemed 


(a) not to have renounced under any of subsec- 
tions (12.6), (12.601) and (12.62) [or (12.64) 
before 1999 — ed.] any expenses that are deemed 
to have been incurred by it because of a renuncia- 
tion under this section by another corporation that 
is not related to it; 


(b) not to have renounced under subsection 
(12.601) to a trust, corporation or partnership any 
Canadian development expenses (other than ex- 
penses renounced to another corporation that re- 
nounces under subsection (12.6) any Canadian 
exploration expense deemed to have been in- 
curred by it because of the renunciation under 
subsection (12.601)) if, in respect of the renunci- 
ation under subsection (12.601), it has a prohib- 
ited relationship with the trust, corporation or 
partnership; 


(c) not to have renounced under subsection 
(12.601) any Canadian development expenses 
deemed to have been incurred by it because of a 
renunciation under subsection (12.62); and 


(d) not to have renounced under subsection (12.6) 
to a particular trust, corporation or partnership 
any Canadian exploration expenses (other than 
expenses ultimately renounced by another corpo- 
ration under subsection (12.6) to an individual 
(other than a trust) or to a trust, corporation or 
partnership with which that other corporation 
does not have, in respect of that ultimate renunci- 
ation, a prohibited relationship) deemed to be in- 
curred by it because of a renunciation under sub- 
section (12.601) if, in respect of the renunciation 
under subsection (12.6), it has a prohibited rela- 
tionship with the particular trust, corporation or 
partnership. 


Related Provisions: 66(12.671) — Prohibited relationship. See 
additional Related provisions and Definitions at end of s. 66. 


History: Para. 66(12.67)(a) amended by 1997. c. 25, subsec. 
13(19), applicable to renunciations made after 1998. Para. (a) for- 
merly read: 


(a) not to have renounced under any of subsections (12.6), 
(12.601), (12.62) and (12.64) any expenses that are\deemed to 
have been incurred by it because of a renunciation under this 
section by another corporation that is not related to it; 


Subsec. 66(12.67) amended by 1994, c. 8, subsec. 5(11), applicable 


to expenses incurred after December 2, 1992. Subsec. (12. 67) for- 
merly read: 


(12.67) Restriction on renunciation — A corporation shall 
not renounce under any of subsections (12.6), (12.62) and 
(12.64) any expenses that are deemed to have’ been incurred 
by it by virtue of a renunciation under this section by another 
corporation that is not related to it. 


Pre-RSC History: Subsec. 66(12.67) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred-after Febru- 
ary 1986. ‘ 
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(12.671) Prohibited relationship — For the pur- 
poses of subsection (12.67), where a trust, corpora- 
tion (in paragraph (b) referred to as the “shareholder 
corporation”) or partnership, as the case may be, 
gave consideration under a particular agreement for 
the issue of a flow-through share of a particular cor- 
poration, the particular corporation has,.in respect of 
a renunciation under subsection (12.6) or (12.601) in 
respect of the share, a prohibited relationship 


(a) with the trust if, at any time after the particu- 
lar agreement was entered into and before the 
share is issued to the trust, the particular corpora- 
tion or any corporation related to, the particular 
corporation is beneficially interested in the trust; 


(b) with the shareholder corporation if, immedi- 
ately before the particular agreement was entered 
into, the shareholder corporation was related to 
the particular corporation; or | 


(c) with the partnership if any part of the amount 
renounced would, but for subsection (12.7001) 
[or (12.7) before 19999 — ed.], be included, be- 
cause of paragraph (h) of the definition “Cana- 
dian exploration expense” in subsection 66.1(6), 
in the Canadian exploration expense of 


(i) the particular corporation, or _ 
(11) any other corporation that, at any time 


(A) after the particular agreement was en- 
tered into, and 


(B) before that part of the amount re- 
nounced would, but for this paragraph, be 
incurred, 


would, if flow-through shares issued by the 
particular corporation under: agreements en- 
tered into at the same time-as or after the time 
the particular agreement was entered into 
were disregarded, be related to the particular 
corporation. 

History: The opening words of para. 66(12.671)(c) amended by 

1997, c. 25, subsec. 13(20), applicable to renunciations made after 

1998. The. opening words formerly read: 


(c) with the partnership if any part of the amount renounced 
would, but for subsection (12.7), be included, because of par- 
agraph (h) of the definition “Canadian exploration expense” 
in subsection 66.1(6), in the Canadian exploration expense of 


Subsec. 66(12.671) added by 1994, c. 8, subsec. 5(11), applicable to 
expenses incurred after December 2, 1992. 


(12.68) Filing selling instruments — A corpora- 
tion that agrees to issue or prepares a selling instru- 
ment in respect of flow-through shares shall file with 
the Minister a prescribed form together with a copy 
of the selling instrument or agreement to issue the 
shares on or before the last day of the month follow- 
ing the earlier of 


(a) the month in which the agreement to. issue the 
shares is entered into, and 


(b) the month in which the selling instrument is 
first delivered to a potential investor, 


S. 66(12.69) 


and the Minister shall thereupon assign an identifica- 
tion number'to the form and notify the corporation ‘of 


_ the number. 


Related Provisions: aig th online of brah cicia ster 


— 66(12.74) — Late filed forms; 87(4.4) — Flow-through shares. See 


additional Related provisions and Definitions at end of s. 66. 


Pre-RSC History: Subsec. 66(12.68) added by 1986, c. 55, vane 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986 except that a prescribed form referred to in the subsec. that 
is filed with the Minister before March 20, 1987 shall be deemed to 
have been timely filed, 


Forms: T100: Flow-through share information. 


(12.69) Filing re partners — Where, in. a: fiscal 
period of a partnership, an expense is incurred by the 
partnership as a consequence of a renunciation of an 
amount under subsection (12.6), (12.601) or (12.62) 
[or (12.64) before 1999 — ed.], the partnership shall, 
before the end of the third month that begins after 
the end of the period, file with the Minister a pre- 
scribed form identifying the share of the expense at- 
tributable to each member of the partnership at the 
end of the period. 


Related Provisions: 66(12.61) — Effect of renunciation; 
66(12.6901) — Consequences of partnership failing to file; 
66(12.74) — Late filed forms; 66(15) — Definitions. See additional 
Related provisions and Definitions at end of.s: 66. 


History: Subsec. 66(12.69) amended by 1997,°c. 25, subsec. 
13(21), applicable to renunciations made after 1998. Subsec. 
(12.69) formerly read: 


(12.69) Where, in a fiscal period of a partnership, an expense 
is or, but for this: subsection, would be incurred by the part- 
nership as a.consequence of a renunciation’ of an amount 
under subsection (12.6), (12.601), (12.62) or (12.64), the part- 
nership shall, on or before, the last day of the: third month fol- 
lowing the end of that period, file with, the Minister..a pre- 
scribed form indicating the share of the expense attributable 
to each member of the partnership at the end of the period 
and, where the prescribed form is not so filed; the partnership 
shall be deemed not to have incurred the expense. 


Subsec. 66(12.69) amended by 1994, c. 8, subsec. 5(12), applicable 
to expenses incurred after December 2, 1992. Subsec. (12.69) for- 
merly read: 


(12.69) Where, in a fiscal period of a partnership; an expense 
is or, but for this subsection, would be incurred by the part- 
nership as a consequence ofa renunciation of an. amount 
under subsection (12.6), (12.62) or (12:64), the partnership 
shall, on or before the last day of the third month following 
the end of that period, file with the Minister a prescribed form 
indicating the share of the expense attributable to each mem- 
ber of the partnership at the end of the period and, where the 
prescribed form is not so filed} the partnership shall. be 
deemed not to have incurred. the expense: 


Subsec. 66(12.69) substituted by 1994, c. 7; Sch. II (1991, c.'49), 
subsec. 38(6), applicable to fiscal periods Saale after July: 13, 
1990, Subsec. 66(12.69) formerly: read: 


(12.69) Where, as a consequence of a renunciation of an 
amount under subsection (12.6), (12.62) or (12.64), an ex- 
pense is incurred by a partnership ina fiscal period thereof, 
the partnership shall, on or before the last:day of the third 
month following the end of that period, file with the Minister 
an information return in prescribed form indicating the share 
of the expense attributable to each member of the partnership 
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at the end of that period. 


Pre-RSC History: Subsec. 66(12.69) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986 except that a prescribed form referred to in the subsec. that 
is filed with the Minister before March 20, 1987 shall be deemed to 
have been timely filed. 


(12.6901) Consequences of failure to file — 
Where a partnership fails to file a prescribed form as 
required under subsection (12.69) in respect of an 
expense, except for the purpose of subsection 
(12.69) the partnership is deemed not to have in- 
curred the expense. 


History: Subsec. (12.6901) added by 1997, c. 25, subsec. 13(21), 
applicable to renunciations made after 1998. 


(12.691) Filing re assistance — Where a partner- 
ship receives or becomes entitled to receive assis- 
tance as an agent for its members or former members 
at a particular time in respect of any Canadian explo- 
ration expense or Canadian development expense [or 
Canadian oil and gas property expense before 
1999 — ed.] that is or, but for paragraph (12.61)(b) 
or (12.63)(b) [or (12.65)(b) before 1999 — ed.], 
would be incurred by a corporation, the following 
rules apply: 


(a) where the entitlement of any such member or 
former member to any part of the assistance is 
known by the partnership as of the end of the 
partnership’s first fiscal period ending after the 
particular time and that part of the assistance was 
not required to be reported under paragraph (b) in 
respect of a calendar year ending before the end 
of that fiscal period, the partnership shall, on or 
before the last day of the third month following 
the end of that fiscal period, file with the Minister 
a prescribed form indicating the share of that part 
of the assistance paid to each of those members 
or former members before the end of that fiscal 
period or to-which each of those members or for- 
mer members is entitled at the end of that fiscal 
period; 

(b) where the entitlement of any of those mem- 
bers or former members to any part of the assis- 
tance is known by the partnership as of the end of 
a calendar year that ends after the particular time 
and that part of the assistance was not required to 
be reported under paragraph (a) in respect of a 
fiscal period ending at or before the end of that 
calendar year, or under this paragraph in respect 
of a preceding calendar year, the partnership 
shall, on or before the last day of the third month 
following the end of that calendar year, file with 
the Minister a prescribed form indicating the 
share of that part of the assistance paid to each of 
those members or former members before the end 
of that fiscal period or to which each of those 
members or former members is entitled at the end 
of that calendar year; and 


(c) where a prescribed form required to be filed 
under paragraph (a) or (b) is not so filed, the part 
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of that expense relating to the assistance required 
to be reported in the prescribed form shall be 
deemed not to have been incurred by the 
partnership. 


Related Provisions: 163(2.3) — False statement or omissions. 


History: The opening words of subsec. 66(12.691) amended by 
1997, c. 25, subsec. 13(22), applicable to renunciations made after 
1998. The opening words formerly read: 


(12.691) [dem — Where a partnership receives or becomes 
entitled to receive assistance as an agent for its members or 
former members at a particular time in respect of any Cana- 
dian exploration expense, Canadian development expense or 
Canadian oil and gas property expense that is or, but for para- 
graph (12.61)(b), (12.63)(b) or (12.65)(b), would be incurred 
by a corporation, the following rules apply: 


Subsec. 66(12.691) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 38(6), applicable to assistance that.a partnership receives or be- 
comes entitled to receive after 1989 and in a fiscal, period of the 
partnership ending after July 13, 1990. 


(12.7) Filing re renunciation — Where a corpora- 
tion renounces an amount in respect of Canadian ex- 
ploration expenses or Canadian development ex- 
penses [or Canadian oil and gas property expense 
before 1999 —ed.] under subsection. (12.6), 
(12.601) or (12.62) [or (12.64) before 1999 — ed.], 
the corporation shall file a prescribed form in respect 
of the renunciation with the Minister before the end 
of the first month after the month in which the re- 
nunciation is made. 


Related Provisions: 66(12.7001) — Consequences of corpora- 
tion failing to file; 66(12.74) — Late filed forms. See additional Re- 
lated provisions and Definitions at end of s. 66. 


History: Subsec. 66(12.7) amended by 1997, c. 25, subsec. 13(23), 
applicable to renunciations made after 1998. Subsec. (12.7) for- 
merly read: 


(12.7) Filing — Where a corporation renounces an amount in 
respect of Canadian exploration expenses, Canadian develop- 
ment expenses or Canadian oil and gas property expenses 
under subsection (12.6), (12.601), (12.62) or (12.64), the cor- 
poration shall file a prescribed form in respect of the renunci- 
ation with the Minister before the end of the first month fol- 
lowing the month in which the renunciation is made and, 
where the prescribed form is not so filed, subsections (12.61), 
(12.63) and (12.65) do not apply in respect of the amount so 
renounced. 


Subsec. 66(12.7) amended by 1994, c. 8, subsec. 5(13), applicable 
to renunciations after December 2, 1992. Subsec. (12.7) formerly 
read: ' 


(12.7) Where a corporation renounces an amount in respect of 
Canadian exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses under sub- 
section (12.6), (12.62) or (12.64), the corporation shall file a 
prescribed form in respect of the renunciation with the Minis- 
ter before the end of the first month following the month in 
which the renunciation is made and, where. the prescribed ’ 
form is not so filed, subsections (12.61), (12.63) and (12.65) 
do not apply in respect of the amount so renounced. 


Subsec. 66(12.7) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 38(6), applicable to renunciations made after July 13, 1990. 
Subsec. 66(12.7) formerly read: 


(12.7) Where a corporation renounces an amount in respect of 
Canadian exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses under sub- 
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section (12.6), (12.62) or (12.64), the corporation:shall file a 
prescribed form in respect.of the renunciation with the Minis- 
ter on or before the last day of the month following the month 
in which the renunciation was made. 


Pre-RSC History: Subsec. 66(12:7) added by 1986, ¢. 55, subsec. 


11(4), applicable with respect to’expenses incurred ‘after February . 


1986 except that a prescribed form referred to. in the subsec. that is 
filed with the Minister before March, 20, 1987 shall be deemed to 
haye been timely filed. 


Forms: T101:9Summary, of renunciation of Canadian exploration 
expense, Canadian development expense and Canadian oil and gas 
property expense and <allocation, of assistance;T101 Supp: Re- 
nounced resource expenses/assistance statement; T102 Summ: 
Summary of renounced resource expenses and assistance attributa- 
ble to members of a partnership; T102 Supp: Statement ‘of re- 


nounced resource expenses/assistance attributable to members of | 


partnership. 


(12.7001) Consequénces of failure to file— 


Where a corporation fails to file a prescribed form as 
required under subsection (12.7) in respect of a re- 
nunciation of an. amount, subsections (12.61) and 
(12.63) [and (12.65) before 1999 — ed.] do not ap- 
ply in respect of the amount. 


History: Subsec. (12.7001) added by 1997, c. 25, ico 13(23), 
applicable to renunciations made after 1998. 


(12. 701) Filing re assistance Se a COrpo- 
ration receives or becomes entitled to receive assis- 
tance as an agent in respect of any Canadian explora- 
tion expense or Canadian development expense that 
is or, but for paragraph (12.61)(b) ‘or (12.63)(b), 
would: be incurred by: the corporation, the corpora- 
tion shall, before the end of the first month after the 
particular month in which it first becomes known to 
the corporation that a person that holds a flow- 
through share of the corporation is entitled to a share 
of any part of the assistance, file with the Minister a 
prescribed form identifying the share of the assis- 
tance to which each of those persons is entitled at the 
end of the particular month. 


Related Provisions: 66(12.702) — Consequences of corporation 
failing to. file; 66(16) — Partnership deemed to be a person; 
163(2.3) — False statement or omissions. 


History: Subsec. 66(12.701) amended by 1997, c. 25, subsec. 
13(23), applicable to renunciations made after. 1998. Subsec. 
(12.701) formerly read: 


(12.701) Idem — Where at a particular time a corporation re- 
ceives or becomes entitled to receive assistance as an agent in 
respect of any Canadian exploration expense, Canadian de- 
velopment expense or Canadian oil and gas property expense 
that is or, but for paragraph (12.61)(b), (12.63)(b) or 

~ (12.65)(b), would be incurred by the corporation, the corpora- 
tion shall, before the end of the first month following the par- 
ticular month in which it first becomes known that a person 
or partnership that holds a flow-through share of the corpora- 
tion is entitled to a share of any part of the assistance, file 
with the Minister a prescribed form indicating the share of 
that part of the assistance to which each of those persons or 
partnerships is entitled at the end of the particular month and, 
where the prescribed form is not so filed, the part of the ex- 
pense relating to the assistance required to be reported in the 
prescribed form shall be deemed not to have been incurred by 
the corporation. 


Subsec. 66(12.701):added by 1994, c. 7, Sch. Il (1991, c. 49), sub- 


S. 66(12.72) 


sec. 38(6); applicable to: assistance that a corporation receives or be- 
comes entitled to receive after July 13,1990. 


(12.702), Consequences of failure to file — 
Where a corporation fails to file a prescribed form as 
required under subsection (12.701) in respect of as- 
sistance, except for the purpose of subsection 
(12.701) the Canadian exploration expense or Cana- 
dian development expense. to which the assistance 
relates is deemed not to have been incurred by the 
corporation, 


History: Subsec..66(12.702) added by 1997, c. 25, subsec. 13(23), 
applicable to renunciations made after 1998. 


(12.71) Restriction on renunciation — A corpo- 
ration may renounce an amount under subsection 
(12.6), (12.601) or (12.62) in respect of Canadian ex- 
ploration expenses or Canadian development ex- 
penses incurred by-it only to the extent that, but for 
the renunciation, it would be entitled to a deduction 
in respect of the expenses in computing its income. 
History:-Subsec. 66(12.71) amended by 1997, c..25, subsec. 


13(23); applicable to renunciations made. after 1998. Subsec. 
(12.71) formerly read: 


(12.71) A corporation may renounce an amount under subsec- 

“tion (12.6), (12.601), (12.62) or (12.64) in respect of Cana- 
dian exploration expenses, Canadian development expenses 
or Canadian oil and gas property expenses incurred by it only 
to the extent that, but for the renunciation, it would be'entitled 
to claim’a deduction in respect of the expenses in Pmere 
its income for the purposes. of this Part. 


Subsec. 66(12.71) amended by 1994, c. 8, subsec. 5(14), applicable 
to renunciations after December 24992: Subsec. (12. 440) Loemerly 
tread: 


(12.71) A corporation may renounce an amount under subsec- 
tion (12.6), (12.62) or (12.64) in réspect of Canadian explora-- 
tion expenses, Canadian development expenses or Canadian ~ 
oil and gas property expenses incurred by it only to the extent 
that, but for the renunciation, it would be entitled to claim a 
deduction in respect of the expenses in computing its income 
for the purposes of this Part. 


Pre-RSC History: Subsec. 66(12.71) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.72) [Repealed] 


History: Subsec. 66(12.72) repealed by 1997, c. 25, subsec. 13(23), 
applicable April 25, 1997 (Royal Assent). Subsec. (12. set formerly 
read: 


(12.72) Application of sections 231 to 231.3 — Without 
restricting the generality of sections 231 to 231.3, where a 
corporation. renounces an amount under subsection (12,6), 
(12.601), (12.62) or (12.64), sections 231 to.231.3 apply, with 
such modifications as the circumstances require, for the, pur- 
‘pose of permitting the Minister to verify or ascertain the Ca- 
nadian exploration expenses, Canadian development ex- 
penses. or Canadian oil and gas. property expenses of, the 
corporation in respect of which the amountiis renounced, the 
amounts renounced in respect of those expenses,.any infor- 
mation in respect of those expenses or the amounts renounced 
and the amount of, or information relating to, any assistance 
in respect of those expenses. : 


abit 66(12.72). amended by 1994, 'c. 8, subsec. 5(14), applicable 
after December 2, 1992. Subsec. (12.72) formerly read: 


(12.72) Without restricting the generality. of sections 231 to 
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231.3, where a corporation has renounced an amount under 
subsection (12.6), (12.62) or (12.64), sections 231 to 231.3 
apply, with such modifications as the circumstances require, 
for the purpose of permitting the Minister to verify or ascer- 
tain the Canadian exploration expenses, Canadian develop- 
ment expenses or Canadian oil and gas property expenses of 
the corporation in respect of which the amount was .re- 
nounced, the amounts renounced in respect of those expenses, 
any information in respect of the expenses or the amounts re- 
nounced and the amount of, or information relating to, omy 
assistance in respect of the expenses. 


Subsec. 66(12.72) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 38(7), applicable after July 13, 1990. Subsec. (12.72). for- 
merly read: 


(12.72) Without restricting the generality. of sections 231 to 
231.3, where.a corporation has renounced any amount under ~ 

~ subsection (12.6), (12:62) or (12.64), notwithstanding that a 
return of income has not been filed by any taxpayer under 
section 150 for the taxation year of the taxpayer in which the 
amount so renounced. is deemed to be Canadian exploration 

_ expenses, Canadian development expenses or Canadian. oil 
and gas property expenses incurred by the taxpayer or a part- 
nership of which the taxpayer is a member, sections 231 to 
231.3 apply, with such modifications as the circumstances re-' ’ 
quire, for the purpose of permitting the Minister‘to verify or 
ascertain the Canadian exploration expenses, Canadian: devel- 
opment expenses, or Canadian oil and gas property expenses 
of the corporation in respect of which the amount was re- 
nounced, the amounts renounced in respect of those expenses, 
and any information in respect of the expenses or the amounts 
renounced. 


Pre-RSC History: Subsec. 66(12.72) added by 1986, c. 55, teh. | 


sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.73) Reductions in renunciations — Where 
an amount that a corporation purports to renounce to 
a person under subsection (12.6), (12.601) or (12.62) 
exceeds the amount that it can renounce to the per- 
son under that subsection, : 


(a) the corporation shall file a stateinent with the 
Minister in prescribed form where 


(i) the Minister sends a notice in writing to the 
corporation demanding the statement, or 


(i1) the excess arose as a consequence of a re- 


nunciation purported to be made in a calendar | 


year under subsection (12.6) or (12.601). be- 

cause of the application of subsection. (12.66) 

and, at the end of the year, the corporation 

knew or ought to have known of all or part of 
_ the excess; 


(b) where subparagraph (a)(i) applies, the state- 
ment shall be filed not later than 30 days after the 
Minister sends a notice in writing to the SOnR Pra: 
tion demanding the statement; 


(c) where subparagraph (a)(ii) applies, the state- 
ment shall be filed before March of the calendar 
year following the calendar year in which the 
purported renunciation was made; 


(d) except for the purpose of ‘Part XII.6, any 
amount that is purported to have been so. re- 
nounced to any person is deemed, after the state- 
ment is filed with the Minister, to have always 
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been reduced by the portion of the excess identi- 
fied in the statement in respect of that purported 
renunciation; and 


(e) where a corporation fails in the statement to 
apply the excess fully.to reduce one or more pur- 
ported renunciations, the Minister may at any 
time reduce the total amount purported to be re- 
nounced by the corporation to one or ‘more per- 
sons by the amount of the unapplied excess in 
which case, except for the purpose of Part XIL6, 
the amount purported to have been so renounced 
to a person is deemed, after that time, always to 
have been reduced by the portion of the. unap- 
plied excess allocated by the Minister in respect 
of that person. 
Related Provisions: 66(16) — Partnership. deemed to be a per- 
son; 152(4)(b)(v) — Three- -year extension to normal reassessment 
period; 163(2.21), (2.22) — Penalty for false statement or omission; 
248(1)‘specified-future tax consequence”(b) — Reduction is a spec- 
ified future tax consequence. See also Related ey paece and Defti- 
nitions at end of s. 66. 
History: Subsec. 66(12.73) amended‘by 1997, c..25, subsec. 
13(23), applicable to purported renunciations made after 1996 ex- 
cept that, in respect of purported renunciations made before 1999, 
the portion of subsec. (12.73) before para. (a) shall be read as: 
(12.73) Where an amount that a corporation purports fo re- 
nounce to a person under subsection (12.6), (12.601), (12.62) 
or (12.64). exceeds the amount it;can renounce to the person 
under that. subsection, 


Subsec, (12.73): formerly read: 


(12.73) Adjustment in renunciation — Where the total of 
all amounts that a-corporation. purports to renounce to persons 
under subsection (12.6); (12.601), (12.62) or (12.64). in. re- 
spect of,expenses incurred by it in any period ending on the 
effective date of the purported renunciation exceeds the total 
amount of those expenses in respect of which it may re- 
nounce amounts under that subsection, it shall 


(a) reduce the amount so renounced to one or more per- 
sons to effect a reduction in the total of the amounts so 
purported to be renounced by the amount of the excess, 
and 


(b) file a statement with the Minister indicating the ad- - 
justments made in the renunciations, 


and if the corporation does not so reduce the amounts and file 
that statement with the Minister within 30 days after notice in 
writing by the Minister is forwarded to the corporation that 
such.a reduction is or will be required for the purposes of any 
assessment of tax, under this Part, the Minister may, for. the 
purposes of this section, reduce the amounts purported to be 
renounced by.the corporation to one or more persons to effect 
a reduction in the total of the amounts so purported to be re- 
nounced by the amount.of the excess, and in any such case, 
notwithstanding subsections (12.61), (12.63) and (12.65), the 
amount renounced to, each of the persons shall be deemed to 
be the amount as reduced by the corporation or the Minister, 
as the case, may be. 


Subsec. 66(12.73) amended by 1994, c. 8, subsec.:5(14), diplicable 
to renunciations made after December 2, 1992. Subsec. (12.73) for- 
merly read: 1 


(12.73) Where the total of all amounts that a corporation pur- 
ported to renounce to persons under subsection (12.6), 
(12.62) or (12.64) in respect of expenses incurred by it in any 
period ending on the effective date of the purported renuncia- 
tion exceeds the total amount of those expenses in respect of 
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which it may renounce amounts. under those subsections, it 
shall reduce the amounts so renounced to one or more of 
those persons to effect a reduction in the total of the amounts 
so purported to be renounced by the amount of the excess and 
file a statement with the Minister indicating the adjustments 
made in the renunciations and if the corporation has failed to 
so reduce the amounts and file such a statement with the Min- 
ister within 30 days after notice in writing by the Minister has 
been forwarded to the corporation that such a reduction is or 
will be required for the purposes of any assessment of tax 
under this Part, the Minister may, for the purposes of this sec- 
tion,.reduce the amounts purported to be renounced by the 
corporation to one or more of those persons to effect a reduc-_ 
tion in the total of the amounts so purported to be renounced 
by the amount of the excess, and in any such case, notwith- 
standing subsections (12.61),.(12.63) and (12.65), the amount 
renounced to each of the persons shall be deemed to be the 
amount as reduced by the corporation or the Minister, as the 
case may be. 


Pre-RSC History: ‘Subsec. 66(12.73) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.74) Late filed forms — A corporation or part- 
nership may file with the Minister a document re- 
ferred to in subsection (12.68), (12.69), (12.691), 
(12.7) or (12.701) after the particular day on or 
before which the document is required to be filed 
under the applicable subsection and the document 
shall, except for the purposes of this subsection and 
subsection (12.75), be deemed to have been filed on 
the day on or before which it was required to be filed 
if 
(a) if it is filed 
(i) on or before the day that is 90 mee after 
the particular day, or 


(ii) after that day that is 90 days after the par- 
ticular day where, in the opinion of the Minis- 
ter, the circumstances are such that it would 
be just and equitable to permit the document 
to be filed; and 


(b) the corporation or partnership, as the case 

may be, pays to the Receiver General at the time 
of filing a penalty in respect of the late filing. 
Related Provisions: 66(12.75) — Penalty. 


History: Subsec. 66(12.74) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 38(8), applicable to documents filed after June 1988, 


except that with respect to documents filed before July 14, 1990, the . 


reference in the subsec. to “(12.691), (12.7) or (12.701)” shall be 
read as “or (12.7). Subsec. 66(12.74) formerly read: 


(12.74) Late filed forms —.A corporation or partnership may 
file with the Minister a document referred to in subsection 
(12.68), (12.69) or (12.7) after the day on or before which the 
document is required to be filed under the applicable subsec- 
tion and the document shall be deemed to have been filed on 
the day on or before which it was required to be filed 


(a) if it is filed within 90 days after that day; and 
(b) if the corporation or partnership, as the case may be, 
pays to the Receiver General at the time of filing a pen- 
alty in respect of the late filing. 

Pre-RSC History: Subsec. 66(12.74) added by 1988, c. 55, sub- 


sec. 41(2), applicable after March 19, 1987 except that, where the 
document was. filed before July 1988, subsec. 66(12.74) shall be 


S. 66(12.75)(c) 


read without reference to paras. (a) and (b) thereof. 


(12.741) Late renunciation — Where a corpora- 
tion purports to renounce an amount under subsec- 
tion (12.6), (12.601) or (12.62) after the period in 
which the corporation was entitled to renounce the 
amount, the amount is deemed, except for the pur- 
poses of this subsection and subsections (12.7) and 
(12.75), to have been renounced at the am of the pe- 
riod if . 


(a) the corporation purports to renounce the 
amount 


(i) on or before the day that is 90 days after 
the end of that period, or 


(ii) after the day that is. 90 days after the end 
of that period where, in’the opinion of the 
Minister, the circumstances aré such that it 
would be just and equitable that the amount be 
renounced; and 


(b) the corporation pays to the Receiver General a 
- penalty in respect of the renunciation not more 
than 90 days after the renunciation.» 


Related Provisions: 66(12.75) — Penalty.) » 


History: Subsec. 66(12.741) preceding para. (a) amended by 1997, 
c. 25, subsec. 13(24), applicable to renunciations made after 1998. 
That portion formerly read: 


(12.741) Where a corporation purports‘to renounce an amount 
under subsection (12.6), (12.601), (12.62) or (12.64) after the 
period during which the corporation would otherwise be enti- 
tled to renounce the amount, the amount shall, except for the 
purposes of this subsection’ and subsections (12.7) and 
(12.75), be deemed to have been renounced at the:end of the 
period if 


Subsec. 66(12.741) added by 1994, c. 8, subsec. 5(15), applicable to 
renunciations purported to be made after February 1993. 


(12.75) Penalty — For the purposes of subsections 
(12.74) and (12.741), the penalty in respect of the 
late filing of a document referred to in subsection 
(12.68), (12.69), (12.691), (12.7) or (12.701) or in 
respect of a renunciation referred to in subsection 
(12.741) is the lesser of $15,000 and 


(a) where the penalty is in respect of the late fil- 
ing of a document referred to, in subsection 
(12.68), (12.69) or (12.7), the greater Of; .3 


(i) $100, and 


(ii) 4 of 1% of the maximum amount in re- 
spect of the Canadian exploration expenses 
and Canadian development expenses re- 
nounced or attributed or to be renounced or at- 
tributed as set out in the document; 


(b) where the penalty is in respect of the late fil- 
ing of a document referred to in subsection 
(12.691) or (12.701), the greater of 

(i) $100, and 

(ii) 44 of 1% of the assistance reported in the 

document; and 


(c) where the penalty is in respect of a renuncia- 
tion referred to in subsection (12:74), the greater 
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of 


(i) $100, and 
(ii) V/s of 1%: 
T enunciation. 


History: Subpara. 66(12.75)(a)(ii) amended by 1997, ¢.°25, subsec. 
13(25), applicable to renunciations made after bes Subpara. (a)(i1) 
formerly read: 


of the amount of the 


(ii) ‘44 of 1% of the maximum amount in respect.of the Cana- 
dian exploration expenses, Canadian development expenses 
and Canadian oil and gas property expenses renounced or at- 
tributed or to be..renounced or attributed as set out in the 
document; 


The opening words of silicic 566 75) amended and para. (c) ad- 
ded, by 1994, c. 8, subsecs. 5(16), (17), applicable to renunciations 


purported to be made after February 1993. The opening words for- — 


merly read: 


(12.75) For the purposes of subsection (12.74), the penalty in 
respect of the late filing of a document referred to in subsec- 
tion (12.68), (12.69), (12.691), ae y. or (12. 701) i is the lesser 
of $15,000 and: § 


Subsec. 66(12.75) substituted by ee c.7,-Sch. II (1991, c.-49), 
subsec. 38(9), applicable to documents filed after July 13, 1990, ex- 
cept that in its application to:documents filed on or before Decem- 
ber 17, 1991, the subsec. shall be read as follows: 


(12.75) For the purposes of subsection (12.74), the penalty in 
respect of the late filing of a document referred to, in subsec- 
tion (12.691)‘or (12.701) is nil and the penalty i in respect of 
the late filing of a document referred to in subsection (12.68), 
(12.69) or (12.7) is the lesser of 


(a) $15,000, and 


.(b) "4 of 1% of the maximum amount in eees of the 
Canadian exploration expenses, Canadian development 

_expenses and Canadian oil and gas property expenses re- 
nounced or attributed or to be renounced or ouuuuted as 
set out in the document. a 


Subsec. 66(12.75) formerly read: 


(12.75) For the purposes of subsection (12.74), the penalty in 
respect of the late filing of a document referred to‘in'subsec- 
tion (12.68), (12.69) or (12.7) is the lesser of 


(a) $15,000, and 


(b) ‘44 of 1% of the maximum amount in respect of the 
Canadian exploration expenses, Canadian development 
expenses and Canadian oil and gas property expenses re- 
nounced, to be renounced, attributed or to be,attributed as 
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set out in the document. 


Pre-RSC History: Subséc. 66(12.75) added by 1988, c. 55, sub- 
sec. 41(2), applicable after March 19, 1987. 


(13) Limitation — Where a taxpayer has incurred 
an outlay or expense in respect of which a deduction 
from income is authorized under more than one pro- 
vision of this section or section 66.1, 66.2 or 66.4, 
the taxpayer is not entitled to make the deduction 
under more, than one provision but is entitled to se- 
lect the provision under ‘tn to make the 
deduction. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66. 


Pre-RSC History: Subsec. 66(13) substituted by 1980-81-82-83, 
c. 48, subsec.. 33(12), to add reference to section 66.4, applicable to 
taxation years ending after December 11, 1979. 


Subsec. 66(13) substituted by 1974-75-76, .c. 26, subsec. 35(16), ap- 
plicable in respect of taxation years ending after May 6, 1974. Sub- 
sec. 66(13) formerly read: 
(13) Where a taxpayer has incurred expenses the deduction of 
“which from income is authorized under more than one provi- — 
sion of this section, he is not entitled to make the deduction - 
under more ‘than one provision but is entitled to select the 
provision under which to make the deduction. 


I.T. Application Rules: 29(1)-(4), (6)-(34): 


(13.1) Short taxation years — Where a taxpayer 
has a taxation year that is less than 51 weeks, the 
amount determined in respect of the year under any 
of subparagraph 66(4)(b)(i) and paragraphs 
66.2(2)(c), 66.4(2)(b) and 66.7(4)(a) and (5)(a) shall 
not exceed that proportion of the amount otherwise 
determined thereunder that the number of days in the 
year is of 365. 9) 

Related Provisions: 20(1)(mm)— Deductions — injection sub- 
stances. See additional Related provisions and Definitions at end of 
s. 66. 


Pre-RSC History: Subsec. 66(13.1) added by. 1987, c. 46, subsec. 
18(5), applicable to taxation years commencing after June 5, 1987. 


(14) Amounts deemed deductible under this 
subdivision — For the purposes of section 3, any 
amount deductible under the Income Tax Application 
Rules in respect of this subsection shall be deemed to 
be deductible under this subdivision. 


Related Provisions: See Related provisions and Definitions at 


‘end of s. 66. 


1.T.. Application Rules: 29, 30(3). 


(14.1) Designation respecting Canadian 
exploration expense — A corporation may des- 
ignate for a taxation year, by filing a designation in 
prescribed form with the Minister on or before the 
day on or before which it is required to file a return 
of its income for the year under section 150, a partic- 
ular amount not exceeding the lesser of 


(a) its prescribed Canadian exploration expense 
for the year, and 


(b) its cumulative Canadian exploration expense 
at the end of the year, 


and the particular amount shall be added in comput- 
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ing its cumulative offset account immediately before 
the end of the year. and deducted in computing its 
cumulative Canadian exploration expense at any 
time after the end of the year. 

Related Provisions: 66.1(3)(a) — Expenses of other taxpayers; 
66.1(6)“cumulative Canadian exploration expense’’K — Reduction 
in CCEE; 66.5(1)— Deduction from income — cumulative offset 
account. See additional Related provisions and Definitions at end of 
s. 66. 

Regulations: 1217 (prbisortbed Canadian exploration expense). 
Forms: T2098: Designation by a corporation to increase its cumu- 
lative offset account. 


(14.2) Designation respecting cumulative 
Canadian development expense — A corpora- 
tion may designate for a taxation year, by filing a 
designation in prescribed form with the Minister on 
or before the day on or before which it is required to 
file a return of its income for the year under section 
150, a particular amount not exceeding 


(a) where a deduction has been made under sub- 
section 66.2(2) in: computing its income for jee 
year, the lesser of 


(i) 30% of its prescribed Canadian ‘aL beau! 


ment expense for the year, and 


(ii) the amount, if any, by which 30% of. its 
cumulative Canadian development.expense at 
the end of the year exceeds the amount, if any, 
deducted for the year under subsection 66.2(2) 
in computing its income for the year, or... 
(b) where a deduction has not been made under 
‘subsection 66.2(2) in computing its income for 
the’ year, the lesser of 


(i) 30% of its prescribed Canadian develop- 
ment expense for the year, and 


(11) 30% of the amount, if any, of its suisse 
cumulative Canadian development expense at 
the end of the year, 


and the particular amount shall be added in comput- 
ing: its cumulative offset account immediately before 
the end of the year and deducted in computing its 
cumulative Canadian development expense at any 
time after the end of the year. 

Related Provisions: 66(14.3) — Meaning of “adjusted cumula- 
tive Canadian development expense”; 66.2(5)“cumulative Canadian 
development expense” N —.Reduction in CCDE; 66.5(1) — Deduc- 
tion from income — cumulative offset account. See additional Re- 
lated provisions and Definitions at end of.s. 66. 


Regulations: 1218 (prescribed Canadian development expense). © 


Forms: T2098: Designation by a corporation to increase its cumu- 
lative offset account.’ 


(14.3) Definition of “adjusted cumulative 
Canadian development expense” — For the 
purposes of paragraph (14.2)(b), “‘adjusted cumula- 
tive Canadian development expense” of a corpora- 
tion at the end ofa taxation year means the amount, 
if any, that would be its cumulative Canadian devel- 
opment expense at the end of the year, if no Cana- 
dian resource property were disposed of by it in the 


S. 66(14.5)(b) 


year. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66. 


(14.4) Special cases — Where, in the opinion of 


_the Minister, the circumstances of a case are such 


that it would be just and equitable 


(a) to permit a designation under subsection. 
(14.1) or (14:2) to be filed after the day on or 
before which it is required by that subsection to 
be filed,-or ' 


(b) to permit a designation ea ade flat, 
(14.1) or (14.2) to: be amended, 


the Minister may permit the designation to be filed 
or amended, as the case may be, after that day, and 
where the designation or amendment is filed pursu- 
ant to that permission, it shall be deemed to have 
been filed on the day on or before which it was re- 
quired to be filed if | 
(c) it is filed with the Minister in prescribed form, 
and gogirt be 
(d) the corporation filing it pays to the Receiver 
General at the time of filing the penalty in respect 
of it, 


and where a designation is amended under this sub- 
section, the designation to which the amendment is 
made shall be deemed not to have been effective. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66. 


(14.5) Penalty for late designation — For the 
purposes of this section, the penalty in respect of a 
designation or amended designation referred to in 
paragraph (14.4)(a) or (b) is the lesser of 


(a). an.amount determined by the formula 


0025 x AX B 
where 
A is 
(i) in the: case of a late-filed designation, 
the amount designated therein, and 


(ii) in the case of an amended designation, 
the amount, if any, by which the amount 
designated’ in the designation being 
amended differs from the amount desig- 
‘nated in the amended designation, and 


B_ is the number of months each of which is in- 
cluded in whole or in part in the period com- 
mencing on the day on or before which the 
designation. was required to be filed under 
subsection (14.1) or (14.2), as the case may 
be, and ending on the day the late-filed desig- 
nation or amended designation, as the case 
may be, is filed, and 


(b) an amount, not exceeding $8,000, equal to the 
product obtained by multiplying $100 by the 
number of months each of which is included in 
whole. or.in part in the period referred to in the 
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description of B in paragraph (a). 

Related Provisions: See Related provisions and Definitions at 
the end of s. 66. 

Pre-RSC History: Subsecs. 66(14.1)-(14.5) added by 1986, c. 2, 
s. 16, applicable to 1985 et seq., except that a designation under 
subsec. 66(14.1) or (14.2), filed with the Minister of National Reve- 
nue on or before the day that is 90 days after February 13, 1986, 
shall be deemed to have been filed before the day,on or before 
which the designation-is required to be filed by subsec. 66(14.1) or 
(14.2). 


(14.6) Deduction of carved-out income — A 
taxpayer may deduct in computing the taxpayer’s in- 
come under this Part for a taxation year, an amount 
equal to the total of the taxpayer’s carved-out in- 
comes for the year within the meaning assigned. by 
subsection 209(1). , 


Related Provisions: See Related provisions and Definitions at 
end of s. 66. 


Pre-RSC History: Subsec. 66(14.6) added by 1986, c. 55, subsec. 
11(5), applicable to 1985 et seq. 


(15) Definitions — In this section, 


Related Provisions: 66.1(6.1) — Application’ to. section 66.1; 
66.2(5.1) = Application to section 66.2; 66.4(5.1)— Application 
to section 66.4; 66.7(18) — Application to section 66.7. » 


Pre-RSC History: The opening words also referred to. ss.,66.1, 
66.2, 66.4 and 66.7. See now subsecs. 66.1(6.1), 66.2(5,1), 
66.4(5.1), 66.7(18). 


The opening words of subsec. 66(15) substituted by 1987, c. 46, 
subsec. 18(6), to add reference to section 66.7, applicable to taxa- 
tion years ending after February 17, 1987. 


The opening words of subsec. 66(15) substituted by 1974-75-76, c. 
26, subsec. 35(17), applicable in: respect of taxation years. ending 
after May 6, 1974. That portion- formerly read: 


(15) In this section, 


“agreed portion’ in respect of a corporation that 
was a Shareholder corporation of a joint exploration 
corporation means such amount as may be agreed on 
between the joint exploration corporation~and the 
shareholder corporation not exceeding : 


(a) the total of all amounts’ each of: which is a 
payment or loan referred to in paragraph (b) of 
_ the definition “shareholder, corporation” in this 
subsection (except to the extent that the payment 
or loan was. made by a shareholder corporation 
that was not a Canadian corporation and was used 
by the joint exploration corporation to acquire a 
Canadian resource property after December 11, 
1979 from a shareholder corporation that was not 
a Canadian corporation) made by the shareholder 
corporation to the joint exploration corporation 
during the period it was a shareholder corporation 

of the joint exploration. corporation, 


minus 
(b) the total of the amounts, if any, previously re- 
nounced by the joint exploration corporation 


under any of subsections (10) to (10.3) in favour 
of the. shareholder corporation; 


Related Provisions: 53(2)(f.1) — Deduction from adjusted: cost 
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base. 


Pre-RSC History: The definition “agreed portion” 
66(15)(a). 


was para. 


_ Subpara. 66(15)(a)(i) substituted by 1984, c. 1, subsec. 27(8), appli- 


cable to 1982 et seg. Subpara. 66(15)(a)(i) formerly read: 


(i) the payments referred to in subparagraph (i)(ii) (except to ~ 
the extent that such payments were made by a shareholder 
corporation that was not a Canadian corporation and were 
used by the joint exploration corporation to acquire a Cana- 
dian resource property after December 11, 1979 from a share- 
holder corporation that was not a Canadian corporation) made 
by the shareholder corporation to the joint exploration corpo-_. 
ration during the period it was a shareholder coreeton of 
the joint exploration corporation, 
All that portion of subsec. 66(15) preceding para. (a) and subpara. 
66(15)(a)(i),. (ii) substituted by 1980-81-82-83, c. 48, subsecs. 
33(13)\-(15), applicable, to taxation years ending after December 11, 
1979, to add reference to section 66.4 in that portion and reference 
to subsection (10.3) in subpara. (i). Subpara. (ii) formerly read as 
follows: 
(i) the payments referred to in subparagraph (i)(ii) made by 
the shareholder corporation to the joint exploration corpora- 
tion during the period: it was a shareholder corporation of the 
joint corporation, 
Subpara. 66(15)(a)(ii) substituted, by 1976-77, c. 4, subsec. 23(4), 
applicable after May 6, 1974. Subpara. 66(15)(a)(ii) formerly read: 
(ii) the aggregate of the amounts, if any, previously re- 
nounced by the joint exploration corporation under subsection 
(10) in favour of the shareholder corporation; 


Subpara. 66(15)(a)(i) amended by 1974-75-76, c. 26, subsec. 35(18) 
to substitute “(i)(i)” for “(i)@ii)”, applicable to 1972 er seq. 
Advance Tax Rulings: ATR-60: Joint exploration corporations. 


“assistance” means any amount, other than a pre- 
scribed amount, received or receivable at any time 
from a person or government, municipality or other 
public authority whether the amount is by way of a 
grant, subsidy, rebate, forgivable loan, deduction 
from royalty or tax, rebate of royalty or tax, invest- 
ment allowance or any other form of assistance or 
benefit; 

Related Provisions: 66(16) — Partnership deemed to be a per- 
son; 248(16) — GST input tax credit and rebate deemed to be gov- 
ernment assistance. 

Pre-RSC History: The definition 
66(15)(a.1). 

Para. 66(15)(a.1) added by 1986, c: 55, subsec.. 11(6), applicabie 
with respect to expenses incurred after February 1986. 


“assistance” was para. 


“Canadian exploration and development ex- 
penses”’ incurred by a taxpayer means any expense 
incurred before May 7, 1974 that is 


(a) any drilling or exploration expense, including 

any general geological or geophysical expense, 

incurred by the taxpayer after 1971 on or in re- 
_ spect of exploring or drilling for petroleum or 

natural gas in Canada, 

(b) any prospecting, exploration or development 


expense incurred by the taxpayer after 1971. in 
searching for minerals in Canada, 


(c) the cost to the taxpayer of any Canadian re- 
source property acquired by the taxpayer, 
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. (d) the taxpayer’s share of the Canadian, explora- 
tion and development expenses incurred ‘after 
1971 by any association, partnership or syndicate 

_in a fiscal period thereof, if at the end of that fis- — 
cal period the taxpayer was a member or partner 
thereof, 


(e) any expense incurred by the taxpayer. after 


1971 pursuant to an agreement with a corporation 


under which the taxpayer incurred the expense 
solely in consideration for shares of the ‘capital 
stock of the corporation issued to the taxpayer by 
the corporation or any interest in such shares’ or 


right thereto, to the extent that the expense was © 


incurred as or on account of the cost of 
(i) drilling or exploration activities, including 
any general geological or geophysical activi- 
ties, in or in respect of exploring or drilling 
for petroleum or natural gas in Canada, 
(ii) prospecting, exploration. or development 
activities in searching for minerals i in, Canada, 
or : 
(iii) acquiring a Canadian resource property, 
and | : 
(f) any annual payment made by the taxpayer for 
the preservation of a Canadian resource property, 


but, for greater certainty, does not include 


(g) any consideration given by the taxpayer for 
any share or any interest therein or right thereto, 
except as provided by paragraph (e), or 
(h) any expense described in paragraph (e) in- 
curred by another taxpayer to the extent that the 
expense was, by virtue of that paragraph; a Cana- 
dian exploration and development expense of that 
other taxpayer; | 
Related Provisions: _49(2)— Where option | expires; 
53(2)(e)(i) — Deduction from adjusted cost base of ‘shares; 
66.7(1) — Deduction to successor corporation; 248(1)“Canadian 


exploration and development expenses” — Definition applies to en- 
tire Act. See additional Related provisions and Definitions at end of 


S. 66(15)'Can 


Ss. 66. 


Pre-RSC History: The definition “Canadian exploration and de- 
velopment expenses” was para. 66(15)(b). See Table of 
Concordance. 


Subpara. 66(15)(b)(v.1) amended by 1985, c. 45, subsec. 28(14), to 
delete the words “or property that would have been a Canadian re- 
source property if it had been acquired by the taxpayer after 1971” 
which had followed “Canadian resource property”, applicable with 


respect to transactions occurring in’taxation years ssaiiePbonmapi plier 
1984. 


All that portion of para. 66(15)(b) preceding wiisitirt (i) substituted, 
subpara. 66(15)(b)(v.1) added. by: 1974-75-76, c. 26, subsecs. (19), 
(20), applicable, as to that portion, after May 6, 1974, and as to sub- 
para. 66(15)(b)(v.1), to 1974 et seq. That portion formerly read: 


(b) “Canadian exploration and development expenses” in- 
curred by a taxpayer means 


All that portion of. para. 66(15)(b) whew ing. subpara. (iv) substi- 
tuted by 1973-74, c. 14, subsec...18(5), applicable.to 1972 et seq. 


Selected Cases [subsec. 66(15)“Canadian exploration and 
development expenses’’]: Gulf Canada Ltd. v. Canada, [1991] 
1 CEC, 99 (ECTD):, att'd [1992] 1 C E.C, 183 (RCA): leave to 
appeal to SCC refused,(sub nom. Gulf Canada Ltd. v. MNR) (1992), 
141 NR 393 (note) (Interpretation of: “Canadian exploration ex- 
penses”, “Canadian soiled a iil cent “taxable production 
profits”). 


Interpretation Bulletins: TT-109R2: Unpaid amounts. 


“Canadian resource property” of a taxpayer 


means any property of the taxpayer that is 
(a) any right, licence or privilege to explore for, 
drill for or take petroleum, natural gas or related 
hydrocarbons in Canada, 


(b) any right, licence or privilege to. 


(i) store underground petroleum, natural gas 
or related hydrocarbons in Canada, or 


(ii) prospect, explore, drill or mine for miner- 
als in a mineral resource in Canada, 


(c) any oil or gas well in Canada or any real prop- 
erty in Canada the principal value of which de- 
pends on its petroleum or natural gas content (but 
not including any depreciable property used or to 
be used in connection with the extraction or re- 
moval of petroleum or natural gas therefrom), 


(d) any rental or royalty-computed by reference to 
the amount or value of production from an oil or 
gas well in Canada or from a natural ‘accumula- 
tion of petroleum or natural gas in Canada, 


(e) any rental or royalty computed by reference to 
the amount or value of production from a mineral 
resource in Canada, 3 | 
(f) any real property in Canada the principal 
value of which depends upon its mineral resource 
content (but not including any depreciable prop- 
erty used or to be used in connection ‘with the ex- 
traction or removal‘of minerals therefrom), or 
(g). any right. to or, interest in any. property de- 
scribed in any of paragraphs (a) to (f), other than 
such a right or interest that the taxpayer has by 
virtue of being a beneficiary of a trust; 

Related Provisions: 59(1) — Disposition of resource property; 
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66(5) — Dealers; 69 — Inadequate consideration and fair market 
value; 209 — Tax on carved-out income; 248(1)“Canadian resource 
PORRSN Definition applies to entire Act; Interpretation Act 

8(2.1), (2.2) — Application to exclusive economic zone and conti- 
nental shelf. See additional Related provisions and Definitions at 
end of s. 66. 


Pre-RSC History: The definition “Canadian resource property” 
was para. 66(15)(c). See Table of Concordance. 


Subparas. 66(15)(c)(iii) ‘and (iv) substituted by. 1986, c. 6, subsec. 
31(2), applicable to taxation years ending after March 1985. Sub- 
paras. 66(15)(c)(iii) and (iv) formerly read: 


(ii1) any oil or gas well in Canada, 


(iv) any rental or royalty computed by reference to the 
amount or value of production from an oil or gas well in 
Canada, 


All that portion of para. 66(15)(c) preceding subpara. (i) amended 
by 1985, c. 45, subsec. 28(15), to substitute “any property of the 
taxpayer” for “any property acquired by him after 1971”, applicable 
to taxation years commencing ‘after 1984. 


Subpara. 66(15)(c)(vii) substituted by 1985, c. 45, subsec. 28(16), 
applicable with respect to transactions occurring in taxation years 
commencing after 1984. Subpara. 66(15)(c)(vii) formerly read: 


(vii) any right-to or interest in any property (other than prop- 
erty of a trust) described in any of subparagraphs (1) to (vi) 
(including a right to receive proceeds of disposition in respect 
of a disposition thereof); = 


Para. 66(15)(c) substituted by 1980-8 1-82-83),c. 48, subsec. 33(16), 
applicable to taxation years ending after December 11, 1979. Para. 
(c) formerly read as follows: 


(c) “Canadian resource property” of a taxpayer means any 
property acquired by him after 1971 that is, 


(1) any right, licence or privilege to explore for, drill for, 
take or store underground petroleum, natural gas or other 
related hydrocarbons in Canada, 


(ii) any right, licence or privilege to prospect, explore, 
drill, or mine for, minerals in a mineral resource in 
Canada, 


(ii1) any oil or gas well situated in Canada, 


(iv) any rental or royalty computed by reference to. the 
amount or value of production from an oil or gas well, or 
a mineral resource, situated in Canada, 


(v) any real property situated in Canada the principal 
value of which depends upon its mineral resource content 
(but not including any depreciable property situated on 
the surface of the property or used or to be used in con- 
nection with the extraction or removal of minerals there- 
from), or 


(vi) any right to or interest in any property (other: than 
property of a trust) described in any of subparagraphs (i) 
to (v) (including a right to receive proceeds of disposition 
in respect of a disposition thereof); 


Subpara. 66(15)(c)(i) substituted by 1979, c. 5, subsec. 19(5), appli- 
cable for the purposes of determining the Canadian resource prop- 
erty of a taxpayer after November 16, 1978, to add “or store 
underground”. 


Subpara. 66(15)(c)(vi) substituted by 1974-75-76, c. 26, subsec. 
35(21), applicable to 1974 et seq. except that it shall not apply to 
any right or interest in property of a trust acquired before November 
19, 1974 in respect of which a deduction has been claimed in re- 
spect of a taxation year ending before 1976 under section 66 or 
66.2. Subpara. 66(15)(c)(vi) formerly read: 


(vi) any right to or interest in any property described in any of 
subparagraphs (i) to (v); 
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Selected Cases [subsec. 66(15)“Canadian resource prop- 
erty”): Alberta Energy Co. v. Canada, [1995] 1 C.T.C. 2111 (TCC) 
(Farmout agreement for “right license and privilege of earning an 
interest in oil sand rights” was Canadian resource property); De 
Luca v. MNR, [1991] 2 C.T.C. 243 (FCA) (Income from payment of 
balance of purchase price on transaction completed prior to 1972 
validly assessed in year of receipt); Gulf Canada Ltd. v.. Canada, 
[1991] 1 C.T.C. 99 (FCTD); aff'd [1992] 1 C.T.C. 183 (FCA); leave 
to appeal to SCC refused (sub nom. Gulf Canada Ltd. v. MNR) 
(1992), 141 NR 393 (note) (Interpretation of: “Canadian exploration 
expenses”, “Canadian development expenses”, “taxable production 
profits”); The Queen v. Alberta and Southern Gas Co. Ltd., {1978} 
C.T.C. 780 (SCC) (Sum paid to purchase rights to,gas on lands is 
payment for acquisition of Canadian resource property). 
Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-291R2: Transfer of property to a Le under 
subsection 85(1). 


“drilling or exploration expense” incurred on or in 
respect of exploring or drilling for petroleum or nat- 
ural gas includes any expense ei’ on or in re- 
spect of 


(a) drilling or converting a well for the disposal 
of waste liquids from a petroleum or natural gas 
well, 


(b) drilling for water or gas for injection into a 
petroleum or natural gas formation, or 


(c) drilling or converting a well for the injection 
of water or gas to assist in the recovery of petro- 
leum or natural gas from another well; 


Related Provisions: 66(16) — Partnerships — person — taxa- 
tion year, 87(4.4) — Flow- -through shares. 


Pre-RSC History: The. definition: “drilling or eqpleratian ex- 
pense” was para. 66(15)(d). 


Para. 66(15)(d) substituted by 1974-75-76, c. 26, subsec. 35(22), ap- 
plicable to 1974 et seg. Para. 66(15)(d) formerly read: 
(d) “drilling or exploration expense” incurred on or in.respect 
of exploring or drilling for petroleum or natural gas includes 
(i) any annual payment made for the preservation of a 


Canadian resource property, a foreign resource property 
or any property referred to in paragraph 59(1)(c), and © 


(ii) any expense incurred on or in respect of 


(A) drilling or converting a well for the disposal of 
waste liquids from a petroleum or natural gas well, 


(B) drilling for water or gas for injection into a petro 
leum or natural gas formation, or 


(C) drilling or converting a well for’ the injection of 
water or gas to assist in the recovery of petroleum or 
natural gas from another well; 


Regulations: 6202, 6202.1 (prescribed share). 


Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


“expense’’, incurred before'a particular time by a 
taxpayer; ° 


(a) includes an amount designated by the tax- 
payer at that time under paragraph 98(3)(d) or 
(5)(d) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as a cost in re- 
spect, of property that is a Canadian resource 
property or a foreign resource property, 
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but 


(b) for greater certainty, does not include any 
amount paid or payable 


(i) as consideration for services to be rendered 
after that time, or 


. (ii) as, On account or in lieu of payinent of,,or 
in satisfaction of,-rent in respect of a period 
after that time; 


Related Provisions: POUR SYNNS = same meaning as, 
“expense”. 


Pre-RSC History; The definition: “expense?” was s formerly. ‘out- 
lay” or “expense” in paras. 66(15)(g. 2) and (8. oh, See Table of 
Concordance. 


Para. 66(15)(g.2) added by 1980-81-82- 83, Cc. 48. subsec. 33(17), 
applicable in respect of amounts paid or payable io October 28, 
1980. . 


Para. 66(15)(g.3) substituted by 1984,c. 1, subsec. 27(9), applicable 
after 1980, to add “or (5)(d)”. 


Para. 66(15)(g.3) added’ by 1980-81-82-83, c. 140, subsec. 33(4), 
applicable after’ 1980. 


|.T: Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised. Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-503: Exploration and development 
shares. 


‘flow-through share”. means a share: (other than a 
prescribed share) of the capital stock of a principal- 
business corporation that is issued to a person under 
an agreement in writing entered into’ between the 
person and the corporation after February 1986, 

under which the corporation agrees for consideration 
that does not include property to be exchanged or. 
transferred by the person under the agreement in cir- 
cumstances in which section 51, 85, 85.1, 86 or 87 
applies 


(a) to incur, in the period that Bagits on the day 

the agreement was made and ends 24 months af- 
“ter the end of the month that includes that day, 

Canadian exploration expenses or Canadian de- 

velopment expenses in an amount not less than 

the consideration for which the share isto be is- 
~ sued, and 


(b) to renounce, before March of the first’ calen- 
dar year that begins after that period, in pre- 
scribed form to the person in respect of the share, 
an amount in respect of the Canadian exploration 
expenses or Canadian development: expenses so 
incurred by it not exceeding the consideration re- 
ceived by the corporation for the’share,, 

and includes a right of a person to have such a share 

issued to that person and any interest ‘acquired in 

such a share by a person pursuant to such an 

agreement; 

Related Provisions: 66(12.6), (12.601) — Flow-through of ex- 


person; 248(1)*flow- ‘through share” — Definition applies to entire 
Act. 

History: Paras. (a) and (b) us the definition “flow-through share” in 
subsec. 66(15) amended by 1997,-c. 25, subsec. 13(26), applicable 


S.:66(15) for 


to renunciations made after 1998. Paras. (a)and (b) formerly read: 


(a) to incur, during the period commencing on the day the 
agreement was entered into and ending 24 months after the 
«end of the month that includes that day, Canadian exploration 
expenses, Canadian development expenses or Canadian. oil 
and gas property expenses in an amount not less than the con- 
sideration for which the share is to be issued, and 


(b) to renounce, before March of the first calendar year begin- 
ning after that period, in prescribed form to the person;in re- 
spect of the share, an amount in respect of the Canadian ex- 
ploration expenses, Canadian development expenses or 
Canadian oil and gas property expenses so incurred by it not 
exceeding the consideration received by the corporation for 
the share, 


Para. (b) of Ge definition “flow- abibolisth share” in Peale. 66(15) 
amended by 1994, c. 8, subsec. 5(18), applicable to shares issued 
pursuant to an agreement entered into after February 1986. Para. (b) 
formerly read: 


(b) to renounce, within that period or ith 30 days thereaf- 
ter, in prescribed form to the person in respect of the share, an 
amount in respect of the Canadian exploration expenses, Ca- 
nadian development expenses .or, Canadian, oil and gas prop- 
erly expenses so. incurred by it not exceeding the considera- 
tion received by the corporation for the share, 


That portion of the definition “flow through share” Brobedine para. 
(a) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec..38(10), to 
add “for ‘consideration that does not include property to be ex- 
changed or transferred by the person under the agreement in cir- 
cumstances in which section 51, 85, 85.1, 86 or 87. applies’, appli- 


_ cable to shares issued. pursuant to an agreement in writing entered 


into after July. 13, 1990. 

Pre-RSC: History: The definition “flow-through share”. was para. 
66(15)(d.1). 

Para. 66(15)(d.1) added by 198625¢. 55,.subsec. 117)... alien 
with respect to: 


(a) shares issued pursuant to an agreement entered into seHiek 
1986; and 


(b) shares issued pursuant to an agreement, entered into. by. a 
corporation after February 1986 and before 1987 where the cor- 
poration elects in prescribed form, filed with the Minister of, 
National Revenue with its return of income pursuant to s. 150 
for the taxation year in respect of which the election is made, to 
have this subsec, apply with respect to shares issued pursuant to 
the agreement, except that the prescribed form may be filed 
within 90 days after December 19, 1986. 


Selected Cases: Esplen v. Canada, [1996] 1 C.T.C. 2044 (TCC) 
(Where loan’ repayment tied to price of shares, shares were pre- 
scribed shares). 


Regulations: 6202(1), (2) (prescribed share), 


‘foreign exploration and development expenses” 
incurred by a taxpayer means 


(a) any drilling or exploration expense, including 
any general geological or geophysical expense, 
incurred by the taxpayer after 1971 on.or in re- 
spect of exploring or drilling for petroleum or 
natural gas outside Canada, 


(b) any prospecting, exploration or development 
expense incurred by the taxpayer after 1971 in 
searching for minerals outside Canada, 


(c) the cost to the taxpayer of any foreign re- 
source property acquired by [the taxpayer], 


(d) subject to section 66.8, the taxpayer’s share of 
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the foreign exploration and development ex- 
penses incurred after 1971 by a partnership in a 
fiscal period thereof, if at the end of that period 
the taxpayer was a member of the partnership, 
and 


(e) any annual payment made by the taxpayer for 
the preservation of a foreign resource property, 


but does not include 


(f) any amount included at any time in the capital 
cost to the taxpayer of any depreciable property 
of a prescribed class, 


(g) an expenditure incurred at any time after the 
commencement of production from a foreign re- 
source property of the taxpayer in order to evalu- 
ate the feasibility of a method of recovery of pe- 
troleum, natural gas or related hydrocarbons from 
the portion of a natural reservoir to which the for- 
eign resource property relates, 


(h) an expenditure (other than a drilling expense) 
incurred at any time after the commencement of 
production from a foreign resource property of 
the taxpayer in order to assist in the recovery of 
petroleum, natural gas or related hydrocarbons 
from the portion of a natural reservoir to which 
the foreign resource property relates, or 


(i) an expenditure incurred at any time relating to 
the injection of any substance to assist in the re- 
covery of petroleum, natural gas or related hydro- 
carbons from a natural reservoir; 
Related Provisions: 66(4) — Deduction for FEDE; 66.7(2) — 
Deduction to successor corporation; 80(8)(e) — Reduction of FEDE 


on debt forgiveness; 248(1)“foreign exploration and development 
expenses” — Definition applies to entire Act. 


History: The words “but does not include” and paras. (f) to (i), 
added to the definition “foreign exploration and development ex- 
penses” in subsec. 66(15) by 1997, c. 25, subsec. 13(27), applicable 
to taxation years that end after December 5, 1996. ° 
Pre-RSC History: The definition “foreign exploration and devel- 
opment expenses” was para. 66(15)(e). See Table of Concordance. 
Subpara. 66(15)(e)(iv) amended by 1988, c. 55, subsec. 41(3), to 
add “subject to section 66.8”, applicable after June 17, 1987. 
Subpara. 66(15)(e)(v) amended by 1985, c. 45, subsec. 28(17), to 
delete the words “or property that would have been a foreign re- 
source property if it had been acquired by the taxpayer after 1971” 
which had followed “foreign resource property”, applicable with re- 
spect to transactions occurring in taxation years commencing after 
1984. 
Subpara. 66(15)(e)(iv) substituted by 1979, c. 5, subsec. 19(6). Sub- 
para. (e)(iv) formerly read: 
(iv) his share of the foreign exploration and development ex- 
penses incurred after 1971 by any association, partnership or 
syndicate in a fiscal period thereof, if at the end of that fiscal 
period he was a member or partner thereof, and 
Subpara. 66(15)(e)(v) added by 1974-75-76, c. 26, subsec. 35(23), 
applicable to 1974 et seq. 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 
“foreign resource property” of a taxpayer means 


any property that would be a Canadian resource 
property of the taxpayer if the definition “Canadian 
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resource property” in this subsection were read as if 
the references therein to “in Canada” were read as 
references to “outside Canada”; 


Related Provisions: 248(1)“foreign resource property” — Defi- 
nition applies to entire Act. 


Pre-RSC History: The definition “foreign resource property” was 
para. 66(15)(f). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


‘joint exploration corporation” means a principal- 
business corporation that has not at any time since its 
incorporation had more than 10 shareholders, not in- 
cluding any individual holding a share for the sole 
purpose of qualifying as a director; 

Related Provisions: 248(1)“Joint exploration corporation” — 
Definition applies to entire Act. 


Pre-RSC History: The definition “joint exploration corporation” 
was para. 66(15)(g). 


Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


Advance Tax Rulings: ATR-60: Joint exploration corporations. 


“oil or gas well [para. 66(15)(g.1)]” — [Repealed 
under former Act] 
Pre-RSC History: Para. 66(15)(g.1) repealed by 1986, c. 6, sub- 


sec. 30(2), applicable to taxation years ending after March 1985. 
Para. 66(15)(g.1) formerly read: 


(g.1) “oil or gas well’ — “oil or gas well” means any well 
(other than an exploratory probe) drilled for the purpose of | 
producing petroleum or natural gas or of determining the ex- 
istence, location, extent or quality of an accumulation of pe- 
troleum or natural gas; 
Para. 66(15)(g.1) substituted by 1980-81-82-83, c. 140, subsec. 
33(3), applicable after 1980, to add “other than an exploratory 
probe.” 


Para. 66(15)(g.1) added by 1980-81-82-83, c. 48, subsec. 33(17), 
applicable after 1980. 


“original owner” of a Canadian resource property 
or a foreign resource property means a person 


(a) who owned the property and disposed of it to 
a corporation that acquired it in circumstances in 
which subsection 29(25) of the Income Tax Ap- 
plication Rules or subsection 66.7(1), (2), (3), (4) 
or (5) applies, or would apply if the corporation 
had continued to own the property, to the corpo- 
ration in respect of the property, and 


(b) who would, but for subsection 66.7(12), (13) 
or (17), as the case may be, be entitled in comput- 
ing that person’s income for a taxation year end- 
. Ing after that person disposed of the property to a 
deduction under section 29 of the Income Tax Ap- 
plication Rules or subsection (2), (3) or (4), 
66.1(2) or (3), 66.2(2) or 66.4(2) of this Act in 
respect of expenses described in subparagraph 
29(25)(c)(i) or (ii) of that Act, Canadian explora- 
tion and development expenses, foreign explora- 
tion and development expenses, Canadian explo- 
ration expenses, Canadian development expenses 
or Canadian oil and gas property expenses in- 
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curred by the person before the person disposed 
of the property; 
Pre-RSC History: The LN i 
66(15)(g.11). 


Para. 66(15)(g.11) added by 1987, c. 46, subsec. 18(7), applicable to 
taxation years ending after February 17, 1987. 


“original owner” was para 


“outlay” made before a particular time by a tax- 
payer, has the meaning assigned to the expression 
“expense” by this subsection; 

Pre-RSC History: The definition “outlay” was formerly “outlay” 
or “expense” in paras. 66(15)(g.2) and (g.3). 


Interpretation Bulletins: IT-503: Exploration and development 
shares. 


“predecessor owner” of a Canadian resource prop- 

erty or a foreign resource property means a 

corporation 
(a) that acquired the property in circumstances in 
which subsection 29(25) of the Income Tax Ap- 
plication Rules or subsection 66.7(1), (2), (3), (4) 
or (5) applies, or would apply if the corporation 
had continued to own the property, to the corpo- 
ration in respect of the property, 


(b) that disposed of the property to another corpo- 
ration that acquired it in circumstances in which 
subsection 29(25) of the Income Tax Application 
Rules or subsection 66.7(1), (2), (3), (4) or (5) ap- 
plies, or would apply if the other corporation had 
‘continued to own the property, to the other corpo- 
ration in respect of the property, and 


‘(c) that would, but for subsection 66.7(14), (15) 
or (17), as the case may be, be entitled in comput- 
ing its. income for a taxation year ending after it 
disposed of the property to a deduction under 
subsection 29(25) of the Income Tax Application 
Rules or subsection 66.7(1), (2), (3), (4) or (5) in 
respect.of expenses incurred by an original owner 
of the property; | 

Pre-RSC History: The definition “predecessor owner” was para. 

66(15)(g.4). 


Para. 66(15)(g.4) added by 1987, c..46, subsec. 18(8), applicable to 
taxation years ending after February. 17, 1987. 


‘principal-business corporation” means a corpora- 
tion the principal business of which is any of, or a 
combination of, 


(a) the production, refining or marketing of petro- 
leum, petroleum products or natural gas, 


(a.1) exploring or drilling for petroleum or natu- 
ral gas, 

(b) mining or exploring for minerals, 

(c) the processing of mineral ores for the purpose 
of recovering metals or minerals from the ores, 


(d) the processing or marketing of metals or min- 
erals that were recovered from mineral ores and 
that include metals or minerals recovered from 
mineral ores processed by the corporation, 


(e) the fabrication of metals, 
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(f) the operation of a pipeline for the transmission 
of oil or gas, 


(f.1) the production or marketing of calcium chlo- 
ride, gypsum, kaolin, sodium chloride or potash, 


(g) the manufacturing of products, where the 
manufacturing involves the processing of calcium 
chloride, gypsum, kaolin, sodium chloride or 
potash, 


(h) the generation of energy using property de- 
scribed in Class 43.1 of Schedule II to the Income 
Tax Regulations, and 


(i) the development of projects for which it is rea- 
sonable to expect that at least 50% of the capital 
cost of the depreciable property to be used in 
each project would be the capital cost of property 
described in Class 43.1 of Schedule II to the Jn- 
come Tax Regulations, 


or a corporation all or substantially all of the assets 
of which are shares of the capital stock or indebted- 
ness of one or more principal-business corporations 
that are related to the corporation (otherwise than be- 
cause of a right referred to in paragraph 251(5)(b)); 
Related Provisions: 66(2) — Expenses of special products cor- 
porations; 66.1(2) — Deduction for principal-business corporation; 
66.1(3) — Deduction for corporation that is a principal-business 
corporation solely under paras. (h) and (1); 115(4) — Non-resident’s 
income from Canadian resource property. See additional Related 
provisions at end of s. 66. 
History: Paras. (h) and (i) added to the definition “‘principal-busi- 
ness corporation” in subsec. 66(15) by 1997, c. 25, subsec. 13(28), 
applicable after December 5, 1996. 
The definition “principal-business corporation” in subsec. 66(15) 
substituted by 1994, c. 21, s. 28, applicable to 1993 et Bete except 
that 
(a) a corporation may elect that the amended definition not ap- 
ply to its 1993 to: 1996 taxation years by so notifying the Minis- 
ter of National Revenue in writing by December. 31, 1994; and 
(b) it does not apply to transactions and events that occur before 
the 1993 taxation year. 


The definition “principal-business corporation” formerly read: 


“principal-business corporation” means a corporation whose 
principal business is 


(a) production, refining or Madaine of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, 

(b) mining or exploring for minerals, 

(c) processing mineral ores for the purpose of recovering 
metals therefrom, 

(d) a combination of 


(i) processing mineral ores for the purpose of recov- 
ering metals therefrom, and 


(ii) processing metals recovered from ‘the ores so 
processed, 


(e) fabricating metals, 
(f) operating a pipeline. for the transmission of oil or nat- 
ural gas, or 


(g) production or marketing of sodium chloride or potash, 
or whose business includes manufacturing products the 
manufacturing of which involves processing sodium 
chloride or potash, 
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or a corporation all or substantially all of the assets of which 
are shares of the capital stock of one or more other corpora- 
tions that are related to the corporation (otherwise than by 
reason of a right referred to in paragraph 251(5)(b)) and 
whose principal business is described in any of paragraphs (a) 
to (g); 

Pre-RSC History: The definition “principal-business corpora- 

tion” was para. 66(15)(h). See Table of Concordance. 


All that portion of para. 66(15)(h) following subpara. (vii) added by 
1987, c. 46, subsec. 18(8.1), applicable to taxation years ending af- 
ter February 17, 1987. 

Subpara. 66(15)(h)(vii) added by 1974-75-76, c. 26, subsec. 35(24), 
applicable to 1974 et seq. 

Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


Advance Tax Rulings: ATR-60: Joint exploration corporations. 


“production” from a Canadian resource property or 
a foreign resource property means 


(a) petroleum, natural gas and related hydrocar- 
bons produced from the property, 


(b) heavy crude oil produced from the property 
processed to any stage that is not beyond the 
crude oil stage or its equivalent, 


(c) ore (other than iron ore or tar sands) produced 
from the property processed to any stage that is 
not beyond the prime metal stage or its 
equivalent, 


(d) iron ore produced from the property 
processed to any stage that is not beyond the pel- 
let stage or its equivalent, 


(e) tar sands produced from the property 
processed to any stage that is not beyond the 
crude oil stage or its equivalent, and 


(f) any rental or royalty from the property com- 
puted by reference to the amount or value of the 
production of petroleum, natural gas or related 
hydrocarbons or ore; 
Pre-RSC History: The definition 
66(15)(h.01). - 
Para. 66(15)(h.01) added by 1987, c. 46, subsec. 18(9), eke gs to 
taxation years ending after February 17, 1987. 


“production” was para. 


“reserve amount” of a corporation for a taxation 
year in respect of an original owner or predecessor 
owner of a Canadian resource property means the 
amount determined by the formula 


A-B 
where 
A is the total of all amounts that are 


(a) required by subsection 59(2) to be in- 
cluded in computing the corporation’s income 
for the year, and 


(b) in respect of a reserve, deducted in com- 
puting the income of the original owner or 
predecessor owner and deemed by paragraph 


“;.e., those subsecs. of R.S.C. 1952, c. 148, as amended. 
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87(2)(g) or by virtue of that paragraph and 
paragraph 88(1)(e.2) to have been deducted 
by the corporation as a reserve in computing 
its income for a preceding taxation year, and 


Bis the total of amounts deducted in computing the 
corporation’s income for the year by virtue of 
subsection 64(1), (1.1) or (1.2) in respect of dis- 
positions by the original owner or predecessor 
owner, as the case may be; 

Related Provisions: 257 — Formula cannot calculate to less than 

Zero. 

Pre-RSC History: The definition 

66(15)(h.02). 

Para. 66(15)(h.02) added by 1987, c. 46, subsec. 18(9), applicable to 

taxation years ending after February 17, 1987. 


“reserve amount” was para. 


“selling instrument” in respect of flow-through 
shares means a prospectus, registration statement, of- 
fering memorandum, term sheet or other similar doc- 
ument that describes the terms of the offer (including 
the price and number of shares) pursuant to which a 
corporation offers to issue flow-through shares; 
Pre-RSC History: The definition “selling instrument” was para. 
66(15)(h. 1). 


Para, 66(15)(h.1) added by 1986, c. 55, subsec. 11(8), applicable 
with respect to expenses incurred after February 1986. 


“shareholder corporation” of a joint exploration 
corporation means a corporation that for the period 
in respect of which the expression is being applied 


(a) was a shareholder of the joint exploration cor- 
poration, and 


(b) made a payment or loan to the joint explora- 
tion corporation in respect of Canadian explora- 
tion and development expenses, a Canadian ex- 
ploration expense, a Canadian development 
expense or a Canadian oil and gas property ex- 
pense incurred or to be incurred by the joint ex- 
ploration corporation. 
Pre-RSC History: The definition “shareholder corporation” was 
para. 66(15)(i). 
Subpara. 66(15)(@)(ii) substituted by 1984, c. 1, subsec. 27(10), ap- 
plicable to 1982 et seq., to substitute “a payment or loan” for “pay- 
ments” and to add “or to be incurred”. 
Subpara. 66(15)(i)(i1) substituted by 1980-81-82-83, c. 48, subsec. 
33(18), to add reference to “or a Canadian oil and gas property ex- 
pense”, applicable to taxation years ending after December 11, 
1979. 
Subpara. 66(15)(i)Gi) substituted by 1974-75-76, c. 26, subsec. 
35(25), applicable in respect of taxation years ending after May 6, 
1974. Subpara. 66(15)(i)(4i) formerly read: 
(ii) made payments to the joint exploration corporation in re- 
spect of Canadian exploration and development expenses in- 
curred by the joint exploration corporation. 
Para. 66(15)(i) substituted by 1973-74, c. 14, subsec. 18(6), applica- 
ble to 1972 et seq. 


Advance Tax Rulings: ATR-60: Joint exploration corporations. 


(15.1) Application of subsecs. 66.1(6), 66.2(5), 
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66.4(5) and 66.5(2) — The definitions in. subsec- 


tions 66.1(6), 66. 2(3), 66. 4(5) and 66. 5(2) apply to 


this section. 


Origin. of ‘subsec. 66(15. 1): R.S.C. 1985, ie 4 (Sth Supp.). For- 
merly contained in the opening words to 66. 1(6), 66.2(5), 66.4(5) 
and 66.5(2). 


(16) Partnerships — For the purposes of subsec-— 


tions (12.6) to (12.73), the definitions “assistance” 
and “flow-through share” in subsection (15) and sub- 
sections (18), (19) and 66. 3(3) and (4), a partnership 
is deemed to be a person and its taxation year is 
deemed to be its fiscal period. Dae 

History: Subsec. 66(16) amended by 1997, Ce 25, subsec. 13(29), 


applicable: to fiscal petiodss that end after 1995. Subsec.: (16) for- 
merly read: ~ 


~(16) For the purposes of subsections (12.6) to (12:66), the 
“definitions “assistance” and “flow- -through ‘share” in subsec- 
‘tion (15) and subsections (18), (19) and’66.3(3) and (4), a 
partnership shall be deemed to be’a person and ‘its taxation 
~, year shall be: deci to be its) figeal pepe. fet 


a7) Non-arm’s length parinetehips —"a¥here 


‘an expense would, but for paragraph (12:61)(b), be | 


incurred during the first ‘60 days of a calendar year 
by a corporation and the expense is deemed by sub- 
section: (12,61) to. be incurred by a partnership, the 
partnership and the corporation, shall be deemed. not 
to»deal with each other:at:arm’s length throughout 


that period for the purposes of paragraph (12.66)(d) | 


only where a share of the expense of the partnership 
is included because of paragraph (h) of the definition 
- Canadian exploration expense” in. subsection 
66.1(6) in the, Canadian exploration expense of: the 
corporation or*a’ member of the partnership: with 
whom the corporation does not:deal at arm’s length 
at any time during that period. 


History: Sabie 66(16) amended:to add reteremde to sabsecs. (18) 
and (19), and: subsec. 66(17) substituted; by -1994;°c.\7, Sch. II 


(1991, c. 49), subsec. 38(11), applicable to fiscal periods set af- | 


ter ‘February 1986. Subsec. 66(17) formerly ready 


(17) Non-arm’s length partnerships — For the purpose of 
paragraph (12.66)(d), where an expense incurred during a pe- 
riod by a ‘corporation that is, but for this subsection; deemed 
by subsection (12.61) to be incurred by a partnership is attrib- 
utable directly or indirectly to a ‘member of the partnership 
who does not deal with the corporation at arm’s length, the 
partnership and the corporation shall be deemed not to deal 
“with each other at arm’s length during the period. . 


Pre- RSC History: Subsecs. 66( 16),(17) added,by, 1986, c. 55, 
subsec. 11(9), applicable with respect to fiscal periods ending after 
February 1986. , 


(18) Members of Gantierehtpie ian the pur- 
poses of this section, subsection 21(2), sections 59.1 
and 66.1 to 66.7, paragraph (d) of the definition “in- 
vestment expense” in subsection 110.6(1) and. the 
descriptions “of C2and Din subsection 211.91(1), 
where a person’s share of an outlay or-expense made 
or incurred by a‘partnership in a fiscal period of the 
partnership is included in respect of the person under 
paragraph (d) of the definition “foreign exploration 
and development expenses” in subsection (15), para- 
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graph (h) of the definition “Canadian exploration ex- 
pense” in. subsection 66.1(6), paragraph (f) of the 
definition “Canadian development expense”. in sub- 
section 66.2(5) or paragraph: (b). ofthe definition 
“Canadian oil and gas property.expense’’.in subsec- 
tion 66.4(5), the portion of the outlay. or expense so 
included is deemed, except for the purposes of ap- 
plying the definitions “foreign exploration and de- 
velopment expenses’, “Canadian exploration ex- 
pense”, “Canadian development expense’ and 
“Canadian oil and gas property expense” in respect 
of the person, to be made or incurred: by” the person 
at the end of that fiscal period. 


Related Provisions: 6(16) — Partnership deemed to be.a person; 
66. 1G) == ~ Canadian exploration expense — share of partner; 
66.2(6) — Canadian development expense — share of partner; 
66.4(6) — Canadian oil and gas property expense'— share of part- 
ner; 96(1)(d) — Partnerships —no deduction Aspaiticrship level. 


History: Saeed 66(18) amended by. 1997, c aS subséc. 13(30), 
applicable to ‘fiscal periods that end after 1996. Subsec. (18) for- 
merly_ read: 


“ (18) For the purposes of mr section, subsictig 21(2), sec- 
tions 59.1 and 66.1 to 66.7 and paragraph: (d) of the definition 
Investment expense” in subsection 110.6(1), .where, a.per- 
son’s share of an outlay or expense incurred by a partnership 
in a fiscal period thereof is included, in.respect of the person 
under paragraph (d) of the definition “foreign exploration and 
development expenses” in subsection (15), paragraph (h) of 
the definition “Canadian exploration expense” in ‘subsection 
66.1(6), paragraph (f) of the definition “Canadian develop- 
ment expense” in.subsection 66:2(5) or paregraph (b) of the 
definition “Canadian oil and gas property expense” in subsec- 
tion 66.4(5), the portion of the outlay or expense so included 
shall be deemed, except for the purposes of applying the Betis 
nitions “foreign exploration and development expenses”, 

“Canadian exploration expense”, “Canadian development ex- 
pense” and “Canadian oil and gas property expense” in re- 
spect of the person, to be made or incurred by the person at 
the end of that fiscal period. 


Subsec. 66(18) added by 1991, c.49, subsec. 38(12) applicable to 
fiscal periods ending after February 1986.: 


(19) Renunciation by corporate. partner, 
etc. — A corporation is not entitled to renounce 
under. subsection (12.6), (12.601), or (12.62) to a per- 
son a specified amount in respect of the corporation 
where the corporation would not be entitled to so re- 
nounce the specified amount if 


(a) the expression “end of that fiscal period” in 
subsection (18) were read as “time the outlay or 
expense was made. or incurred by the. partner- 
ship”; and : 


(b) the expression “on the effective date of the re- 

nunciation” in each of paragraphs (12.61)(a) and 

(12.63)(a) were read as “at the earliest time that 

any part of such expense was incurred by the 
_ corporation”. 


Related Provisions: 66(16) — Partnership deemed to be a per- 
son; 66(20) — Meaning of “specified amount”. 


History: Subsec. 66(19); amended by 1997, c..25, subsec: 13(31), 
applicable to renunciations made after 1998,.Subsec. (19). formerly 


469 


S. 66(19) 


read: 


(19) Renunciation by member of partnership, etc. — Not- 
withstanding subsections (12.6), (12.601), (12.62) and 
(12.64), where at any time a corporation 


(a) would, but for this subsection, be entitled to renounce 
under subsection (12.6), (12.601), (12.62) or (12.64) to 
another person 


(i) all or part of the corporation’s share of an outlay 
or expense made or incurred by a partnership of 
which the corporation is a member or former mem- 
ber at that time, or 


(ii) all or part of an amount renounced to the corpo- 
ration under subsection (12.6), (12.601), (12.62) or 
(12.64), and 


(b) would not be entitled to so renounce the amount de- 
scribed in subparagraph (a)(i) or (ii) to the other person if 


(i) the expression “end of that fiscal period” in sub- 
section (18) were read as “‘time the outlay or expense 
was made or incurred by the partnership”, and 


(ii) the expression “on the effective date of the re- 
nunciation” in each of paragraphs (12.61)(a), 
(12.63)(a) and (12.65)(a) were read as “at the earliest 
time that any part of such expense was incurred by 
the corporation”, 


the corporation is not entitled to renounce that amount under 
subsection (12.6), (12.601), (12.62) or (12.64), as the case 
may be, at that time to the other person. 


Subsec. 66(19) amended by 1994, c. 8, subsec. 5(19), applicable to 
renunciations of outlays or expenses made or incurred after Decem- 
ber 2, 1992. Subsec. (19) formerly. read: 


(19) Notwithstanding subsections (12.6), (12.62) and (12.64), 
where at any time a corporation 


(a) would, but for this subsection, be entitled to renounce 


(i) all or part of its share of an outlay or expense 
made or incurred by a partnership of which the-cor- 
poration is a member or former member at that. time, 
or 


(ii) all or part of an amount renounced to the corpo- 
ration under subsection (12.6), (12.62) or (12.64), 


under subsection (12.6), (12.62) or (12.64) to another » 
person, and 


(b) would, if 


(i) the expression “end of that fiscal period” in sub- 
section (18) were read as “‘time the outlay or expense ° 
' was made or incurred by the partnership”, and 


(11) the expression “on the effective date of the re- 
nunciation” in .each of paragraphs (12.61)(a), 
(12.63)(a) and (12.65)(a) were read as “at the earliest 
time that any part of such expense was incurred by 
the corporation”, 


not be entitled to so renounce the amount described in 
subparagraph (a)(i) or (ii) to the other person, 


the corporation is not entitled to renounce that amount under 
subsection (12.6), (12.62) or (12.64), as the case may be, at 
that time to the other person. 


Subsec, 66(19) added by 1994, c. 7, Sch. I (1991,.c. 49), subsec. 
38(12) applicable to renunciations of outlays or expenses made or 
incurred after July 13, 1990, other than such outlays or expenses 
made or incurred pursuant to an agreement in writing entered into 
before July 14, 1990. 


(20) Specified amount — For the purpose of sub- 
section (19), a specified amount in respect of a cor- 
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poration is an amount that represents 


(a) all or part of the corporation’s share of an out- 
lay or expense made or incurred by a partnership 
of which the corporation is a member or former 
member; or 


(b) all or part of an amount renounced to the cor- 
poration under subsection (12.6), (12.601) or 
(12.62). 


History: Subsec. 66(20) added by 1997, c. 25, subsec. 13(31), ap- 
plicable to renunciations made after 1998. 


Related Provisions [s. 66]: 35(1)(e) — Prospectors and grub- 
stakers; 66.1(6), 66.2(5), 66.4(5) — Definitions; 66.7 — Successor 
tules; 66.8(1) — Resource expenses of limited partner; 87(1.2) — 
Amalgamations — new corporation deemed continuation of prede- 
cessor; 88(1.5) — Winding-up — parent deemed continuation of 
subsidiary; 127.52(1)(e) — Addition to adjusted taxable income for 
minimum tax purposes; 209— Tax on carved-out income; 
248(16) — GST — input tax credit and rebate; 248(18) — GST — 
repayment of input tax credit. 


Definitions [s. 66]: “acquired” — 256(7)-(9); “‘adjusted cost 
base” — 54, 248(1); “adjusted cumulative Canadian development 
expense” — 66(14.3); “affiliated” — 251.1; “agreed portion” — 
66(15); “amount” — 248(1); “arm’s length” — 251(1); “assess- 
ment” — 248(1); “assistance” — 66(15), 79(4), 125.4(5), 248(16), 
248(18); “associated” — 256; “business” — 248(1); “Canada” — 
255, Interpretation Act 8(2.1), (2.2); “Canadian corporation” — 
89(1), 248(1); “Canadian development expense” — 66.2(5), 248(1); 
“Canadian exploration expense” — 66.1(6), 248(1); “Canadian ex- 
ploration and development expenses” — 66(15), 248(1); “Canadian 
oil and gas property expense” — 66.4(5), 248(1); “Canadian re- 
source property” — 66(15), 248(1); “capital gain” — 39(1), 248(1); 
“capital property” — 54, 248(1); “control” — 256(7)—(9); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cumulative Canadian de- 
velopment expense” — 66(15.1), 66.2(5); “cumulative Canadian 
exploration expense” — 66(15.1), 66.1(6); “cumulative Canadian 
oil and gas property expense” — 66(15.1), 66.4; “cumulative offset 
account” — 66(15.1), 66.5(2); “depreciable property” — 13(21), 
248(1); “disposition” — 54, 66.4(5); “drilling or exploration ex- 
pense”, “expense” — 66(15); “fiscal period” — 66(16), 248(1), 
249(2), 249.1; “flow-through share” — 66(15); “foreign exploration 
and development expenses”, “foreign resource property” — 66(15), 
248(1); “individual” — 248(1); “joint exploration corporation” — 
66(15); “majority interest partner’, “mineral resource”, “mineral”, 
“Minister”, “oil or gas well” —.248(1); “original owner”, “out- 
lay” — 66(15); “person” — 66(16), 248(1); “predecessor owner” — 
66(15); “prescribed” — 248(1); “principal-business corporation”, 
“production” — 66(15); “prohibited relationship” — 66(12.671); 
“property” — 248(1); “reserve amount” — 66(15); “restricted ex- 
pense” — 66(15.1), 66.1(6); “selling instrument” — 66(15); 
“share”, “shareholder” — 248(1); “shareholder corporation” — 
66(15); “specified. amount” — 66(20); “specified purpose” — 
66(15.1), 66.1(6); “tar sands” — 248(1); “taxable capital 
amount” — RSC1985c1s5 66(12.6011); “taxable capital employed 
in Canada” — 66(12.6012); “taxation year” — 66(16), 249; “tax- 
payer” — 248(1); “writing” — Interpretation Act 35(1). 


I.T. Application Rules [s. 66]: 29, 30. 


Interpretation Bulletins [s. 66]: IT-143R2: Meaning of “eligible 
capital expenditure”. 


29 66. 


66.1 (1) Amount to be included in income — 
There shall be included in computing the amount re- 
ferred to in paragraph 59(3.2)(b) in respect of a tax- 
payer for a taxation year the amount, if any, by 
which 

(a) the total of all amounts referred to in the de- 
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scriptions of F to M in the definition “cumulative 
Canadian exploration expense” in subsection (6) 
that are deducted in computing the taxpayer’s cu- 
‘mulative Canadian exploration expense at the end 
of the year 


exceeds the total aa 


(b) all amounts referred to in the descriptions of 
A to E.1 in the. definition “cumulative Canadian 
exploration expense” in subsection (6) that are in- 
cluded in computing the taxpayer’s cumulative 
Canadian exploration expense at the end of the 
year, and 


(c) the total determined under subparagraph 

66.7(12.1)(a)(@) in respect of the taxpayer for the 

year. art ects 
Related Provisions: 59(3.2)(b) — Income inclusion; 66.7(1)— 
Successor.of Canadian exploration and development :expenses; 
87(1.3) — Amalgamations — shareholder corporation. See addi- 
tional Related provisions and Definitions at end of s. 66.1 
History: Subsec. 66.1(1) substituted by 1994, c. 7, Sch. I (1991, c. 
49), subsec. 39(1), applicable to taxation years ending after Febru- 
ary 17, 1987, except that with respect ito such taxation years begin- 
ning before February 18, 1987,-the reference to “E.1” in. para., (b) 
shall be read as “D”. Subsec. (1) formerly read: 


66.1 (1) A taxpayer shall include, in computing the amount 
referred to in paragraph 59(3.2)(b), the amount, if any, by 
which 
(a) the total of all amounts referred to in the descriptions 
of F to M in the definition “cumulative Canadian explo- 
ration expense” in subsection (6) that would be taken into 
account in computing the taxpayer’s cumulative’ Cana- 
dian exploration expense at the end of the year 


exceeds 


(b) the total of all amounts referred to in the descriptions 
of A to D in the definition referred to in paragraph (a) 
that would be taken into account in computing the tax- 
payer’s cumulative Canadian exploration expense: at the 
end of the year. 
Pre-RSC History: Para. 66.1(1)(a) amended by 1987, c. 46, sub- 
sec. 19(1), to substitute “(6)(b)(v) to: (xii)”: for ““(6)(b)(v). to (x1)”, 
applicable to taxation years ending after February 17, 1987. ; 
Para. 66.1(1)(a) amended by 1986, c. 55, subsec. 121), to substitute 
“(xi)” for “(x)”, applicable with respect to expenditures made after 
November 1985. 
Para. 66.1(1)(a) amended by 1986, c. 2, subsec. 17(1), aes to 
1985 et seq., to substitute “(x)” for “(ix)”. 


Para. 66.1(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 34(1), 
to add reference to subparagraph 6(b)(ix), applicable to 1981 et seq. 


(2) Deduction for certain principal-business 
corporations — In computing the income for a 
taxation year of a principal-business corporation 
(other than a corporation that would not be a princi- 
pal-business ‘corporation if the definition “principal- 
business corporation” in subsection 66(15) were read 
without reference to paragraphs (h) and (1)' of that 
definition), there may be deducted any amount that 
the corporation claims not exceeding the lesser of 


(a) the total of 


(i) the amount, if any, by which its cumulative 
Canadian exploration expense at the end of 
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the year exceeds the amount, if any, desig- 
“nated by it for the year under subsection 
66(14.1), and 


(ii) the amount, if any, by. which 


(A). the total determined under subpara- 
graph 66.7(12.1)(a)(i) in respect of the cor- 
poration for the year 


exceeds 


(B) the amount that would be determined 
under subsection (1) in respect of the cor- 
poration for the year, if that subsection 
were read without reference to paragraph 
(c) thereof, and’ 


(b) the amount, if any, by which 


(i).the amount that would be its income for the 
« year if no deduction (other than a prescribed 
deduction) were allowed une this subsection 
or section 65 , 


exceeds 


(ii) the total of all amounts each of which is an 
amount deducted by the corporation under 

section 112 or‘113 in computing its taxable in- 
come for the year. 


Related Provisions: 65 — Allowance for oil or gas well, mine or 
timber limit; 66 — Exploration and development expenses; 
66.1(3) — Deduction for other taxpayers; 66.7(1) — Successor of 
Canadian exploration and development expenses; 209 — Tax on 
carved-out income. See additional Related provisions and Defini- 
tions at end of s. 66.1. 


History: The opening words of subsec. 66.1(2) amended by 1997, 
c. 25, subsec. 14(1), applicable to taxation years that end after De- 
cember 5, 1996. The opening words formerly read: 


(2) Deduction for principal-business corporation — In 
computing the income of a principal-business corporation for 
a taxation year, there may be deducted any amount that the 
corporation claims not exceeding ‘the lesser of 


Subsec. 66.1(2) amended by 1994, c. 8, subsec. 6(1), applicable to 
taxation years ending after December 2, 1992. Subsec. (2) formerly 
read: 


(2) In computing its income for a taxation year, a taxpayer 
that is a principal-business corporation 


(a) shall deduct an amount equal to the lesser of 


(i) the amount, if any by which its cumulative Cana- 
dian exploration expense at the end of. the year ex- 
ceeds the amount, if any, designated by it for the 
year under subsection 66(14.1), and 


(ii) its income for the year (computed without refer- 
ence to subsection 59(3.3)) if no deduction (other 
than a prescribed deduction) were allowed under this 
subsection or section 65 minus the deductions. al- 
lowed for the year by sections 112 and 113; and 


(b) may deduct such amount as it claims not exceeding 
the total of 


(i) the lesser of 
(A) the amount, if any, by which 


(I) the total determined under subparagraph 
66.7(12.1)(a)(i) in respect of the taxpayer for 
the year ., 


exceeds 


471 


S. 66.1(2) 


(IL) the amount that would, but for paragraph 
(1)(c), be the amount determined under sub- 
section (1) in respect of the taxpayer for the 
year, and 


(B) the amount, if any, by which 


(I) the amount, if any, determined under 
subparagraph (a)(ii) in respect of the tax- 
payer for the year 


exceeds 


(II) the amount, if any, deducted under para- 
graph (a) by the taxpayer for the year, and 


(ii) the least of 


(A) the total of amounts included under subsec- 
tion 59(3.3) in computing its income for the 
year, 


(B) the total of 


(I) the amount, if any, by which the amount 
determined under subparagraph (a)(i) in re- 
spect of the taxpayer for the year exceeds 
the amount determined under subparagraph 
(a)(ii) in respect of the taxpayer for the year, 
and 


(II) the amount, if any, by which the amount 
determined under clause (i)(A) in respect of 
the taxpayer for the year exceeds the amount 
determined under clause (i)(B) in respect of 
the taxpayer for the year, and 


(C) the amount that would be determined under 
subparagraph (a)(ii) in respect of the taxpayer 
for the year if that subparagraph were read with- 
out reference to the expression “(computed with- 
out reference to subsection 59(3.3))”. 


Para. 66.1(2)(b) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 39(2), applicable to taxation years ending after February 17, 
1987. Para. (b) formerly read: 


(b) may deduct such amount as it may claim not exceeding 
the least of 


(i) the total of amounts required to be included in com- 
puting its income for the year by virtue of subsection 
59(3.3), 


(ii) the amount, if any, by which the amount described in 
subparagraph (a)(i) exceeds the amount described in sub- 
paragraph (a)(ii), and 


(iii) the amount that would be determined under subpara- 
graph (a)(ii) if that subparagraph were read without refer- 
ence to “(computed without reference to subsection 
59(3.3))”. 


Pre-RSC History: Subpara. 66.1(2)(a)(i) substituted by 1986, c. 2, 
subsec. 17(2), applicable to 1985 et seq. Subpara (a)(i) formerly 
read: 


(i) its cumulative Canadian exploration expense at the end of 
the year, and 


Subsec. 66.1(2) substituted by 1980-81-82-83, c. 48, subsec. 34(2), 
applicable to taxation years ending after December 11, 1979. Sub- 
sec. (2) formerly read: 


(2) A taxpayer that is a principal-business corporation shall 
deduct in computing its income for a taxation year an amount 
equal to the lesser of 


(a) its cumulative Canadian exploration expense at the 
end of the year; and 


(b) its income for the year if no deduction were allowed 
under this subsection or section 65, minus the deductions 
allowed for the year by sections 112 and 113. 
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Para. 66.1(2)(b) substituted by 1977-78, c. 1, subsec. 30(1); applica- 
ble to. taxation years ending after May 6, 1974. Para..(b) formerly 
read: 


(b) its income for the year if no deductions were allowed 
under this subsection or section 65, minus the deductions al- 
lowed for the year by subsections (4) and (5) and sections 66, 
112 and 113. 


Regulations: 1213 (prescribed deduction). 


Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation . 


Advance Tax Rulings: ATR-59: Financing exploration and: de- 
velopment through limited partnerships. 


(3) Expenses of other taxpayer — In computing 
the income for a taxation year of a taxpayer that is 
not a principal-business corporation, or that is a cor- 
poration that would not be a principal-business cor- 
poration if the definition “principal-business corpo- 
ration” in subsection 66(15) were read without 
reference to paragraphs (h) and (i) of that definition, 

there may be deducted such amount as the taxpayer 
claims not exceeding the total of | 


(a) the amount, if any, by which the taxpayer’s 
cumulative Canadian exploration expense at the 
end of the year exceeds the amount, if any, desig- 
nated by the taxpayer for the year under subsec- 
tion 66(14.1), and 


(b) the amount, if any, by which 


(i) the total determined under subparagraph 
66.7(12.1)(a)(i) in respect of the taxpayer for 
the year 


exceeds 


(ii) the amount that would, but for paragraph 
(1)(c), be the amount determined under sub- 
section (1) in respect of the taxpayer for the 
year. 


Related Provisions: 110.6(1)“investment expense”(d) — effect 
of claim under 66.1(3) on capital gains exemption. See additional 
Related provisions and Definitions at end of s. 66.1. 


History: The opening words of subsec. 66.1(3) amended by 1997, 
c. 25, subsec. 14(2), applicable to taxation years that end after De- 
cember 5, 1996. The opening words formerly read: 


(3) Expenses of other taxpayers — In computing the in- 
come of a taxpayer (other than a principal-business corpora-' 
tion) for a taxation year, there may be deducted such amount 
as the taxpayer claims not exceeding the total of 


Subsec. 66.1(3) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 39(3), applicable to. taxation years ending after February 17, 
1987. Subsec. (3) formerly read: 


(3) A taxpayer other than a principal-business corporation 

may deduct, in computing the taxpayer’s income for’a taxa-— 
tion year, such amount as the taxpayer may claim not exceed- 

ing the amount, if any, by which the taxpayer’s cumulative 

Canadian exploration expense at the end of the year exceeds 

the amount, if any, designated by the taxpayer for the year 

under subsection 66(14.1). 


Pre-RSC History: Subsec. 66.1(3) amended by 1986, c. 2, subsec. 
17(3), applicable to 1985 et seq., to add “the amount, if any, by 
which” and “exceeds the amount, if any, designated by him for the 
year under subsection 66(14.1)”. 


Subsec. 66.1(3) substituted by 1985, c. 45, subsec. 29(1), applicable 
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to 1985 et. seg. Subsec.,(3). formerly: read: 


(3) Deduction for Canadian exploration expense of 
others —A taxpayer who is an-individual or a corporation, 
“other than a principal-business ‘corporation, may deduct’ in 
' computing his income for a taxation year such amount as he 


All that portion of cl. 66.1(3)(b)(i)(B) following subcl. (V) substi- 
tuted by 1977-78,.c. 1, subsec. ‘ha: wi to.taxation years 
ending. after May, 6, 1974. 

Subsec. 66.1(3) substituted By 1976-77, c: 4; subsec! 24(1), applica- 
ble to taxation years ae sale eo fea Swbsec. (3) for- 


“may claim not exceeding the aggregate of ' 
(a) the lesser of 


(i), the amount, if any, by which his Canadian explo- 
ration expense incurred after May 25, 1976 exceeds 
the aggregate of all amounts. claimed by , him under 
this paragraph in a previous taxation year, and _ 


» Gi) the amount of his cumulative Canadian axphora- 
tion expense at the end of the year, and- 


‘(b) the lesser of 


. (i) the amount by which his eae Canadian eX- 
ploration expense at the énd of the year exceeds the 
amount, described i in subparagraph (a)(i), and ~ a 


qi) the greater of 


(A) 30% of the amount by which his cumulative 
Canadian exploration expense atthe’ end of ‘the 
year exceeds. the amount described 1 in nsubpara- 
graph (a)(i), and 


(B) the amount, if any, by which the aggregate 
of 


(1) eh ton of his faconie for the taxation 
year as may reasonably be regarded as at- 
tributable to the production of petroleum or 
natural gas from wells in Canada or to the 
production of minérals from mines ‘in 
Canada, 

(II) his income for the taxation year from 
royalties in respect of an oil or gas well in 
Canada or a mine in Canada, 


(III) the ‘aggregate of amounts included in’ 
‘computing his income for the year by virtue 
of paragraph 59(3.2)(b) or (c), and 


=» AIV) the aggregate of amounts included in 
computing his income for the. year by. virtue. 


of any of paragraphs 59(2)(a), (c) and (d) — 


and subsection 59(2.1) 
would. exceed 


(V) the aggregate of amounts deducted: in 
computing his income for the year under 
subsection 64(1) in respect of property de- 
scribed in paragraph 59(1:2)(b) or shape 
subsection 64(1.1) or (1.2); 


if no deduction were allowed under this. subsec- 
tion or section 65. : 


merly read: 


(3) ‘A taxpayer ‘who is an individual or’a corporation, other 
than’a principal-business corporation; may deduct in comput- 
ing his ‘income for’a''taxation year'such amount:as he may 


“claim not exceeding 30% of his‘ cumulative Canadian explo- 
“ration expense’ vat the end of the’ year. 


Advance Tax Rulings: ATR-59: Financing exploration and de- 
velopment through limited partnerships. ye 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 66.1(4) repealed by 1987, c. 46, sub- 
sec. 19(2), applicable to taxation years ssi after February 17, 
1987. Subsec. (4) formerly read:) -0 050, 


(4) Successor corporation’s Ganaaiare ‘Bkploration eXx- 
pense — Where. a corporation: (in this subsection referred to 
as the “successor; corporation”), has at any time after May 6, 
1974. acquired, by, purchase, amalgamation,;merger, winding- 
up or otherwise (other‘than pursuant to an amalgamation that 
is described in subsection 87(1.2) or,a winding-up to which 
the rules: in subsection 88(1) apply), from,another person (in 
this subsection referred to as, the ‘ ‘predecessor’ ”) all or sub- 


__ stantially all of the Canadian resource properties of the prede- 


cessor and (except in the case of an amalgamation or a wind- 
ing-up) the predecessor and the, successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 


“action to’ which the election’ relates occurred, there may be 


deducted by the successor corporation in computing its in- 
come under this’ Part.for a taxation year’ such amount as it 
may claim not exceeding the lesser of 


(a) the aggregate of 


(i) the cumulative Canadian exploration. expense of 
the predecessor, determined at the time immediately 
after the properties were so sd Nie oy the successor 
‘corporation, and 


Tene) all amounts required to be added under paragraph 
(10)(c) to the cumulative Canadian exploration ex- 
pense of the predecessor in respect of the successor 
corporation, at any. time before the end of the year, 


. to.the extent that it has not been deducted by the succes- 
sor corporation in computing. its income for a preceding 
taxation year and has not been deducted by the predeces-. . 
sor in computing his income for any taxation year or des- 
ignated, by the predecessor pursuant to subsection 


Subpara..66.1(3)(a)(i), subcl. 66.1(3)(b)(ii)(B)(V) substituted by 66(14.1) for any taxation year, and 


1980-81-82-83, c. 48, subsecs. 34(3), (4), applicable, as to subcl. | 
66.1(3)(b)Gi)(B)(V), to taxation years ending after December 11, 
1979. Subpara. (a)(i) and subcl. (b)(ii)(B)(V) formerly read: 


(b) the amount that, is equal to such part of its income for 
_ the year, “if no deduction were allowed under this section,. 
section 65 or 66 or the Income Tax Application Rules, — 


(i) the amount-by which his Canadian exploration expense 'in- 
curred after May 25, 1976 and before 1982 except the aggre- 
gate of all amounts claimed by virtue of this pare an ina 
previous taxation year, and 


(V) the aggregate of amounts deducted in computing his 
income for the year, under paragraph 64(1)(a) in respect 
of property described in subsection 59(1.1), under para- 
graph 64(1)(b) or under subsection 64(1.1), 


1971 in respect of this paragraph (minus the deductions 
allowed for the ‘year by subsections (5) and 66(2), (6) and 
(7), sections 112 and ‘113 and the provisions of the Jn-‘ 
come Tax Application Rules, 1971 allowing. a deduction 
for,the purposes of this paragraph),'as may reasonably. be 
regarded. as attributable to 
(i) the’ amount included in computing its income ‘for 
‘the year under paragraph 59(3.2)(c) that may reason- 
ably be regarded as being attributable to ‘the disposi- 
tion in the year or’a preceding taxation‘ year of any 


Canadian. resource property owned by the predeces- . 


Subpara. 66.1(3)(a)(i). substituted by 1979, c. 5, subsec. 20(1), to 
; sor immediately. before the acquisition of the prop- 


substitute “1982” for “July 1979”. 
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erty by the successor corporation to the extent that 

the proceeds of such disposition have not been in-» 
cluded in determining an amount under this subpara- 

graph for a preceding taxation year or in determining 

an amount under subparagraph (5)(b)(i) in the year 

or a preceding taxation year, 


(ii) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor had, immediately before the acquisition 
by the successor corporation of the property so ac- 

~ quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove min- 
erals, and 


(iii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the predecessor’s income and deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to have been deducted 
by the successor corporation as a reserve in com- 
puting its income for a preceding year 


exceeds the aggregate of amounts, if any, deducted 
in computing the successor corporation’s income for 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions of property by the 
predecessor; 


and, in respect of any expense included in the aggregate 
referred to in paragraph (a), no deduction may be made 
under this section by the predecessor in computing his 
income for a taxation year subsequent to his taxation year 
in which the property was acquired by the successor 
corporation. 


Para. 66.1(4)(a) substituted by 1986, c. 55, Telwor 12(2), applicable 
with respect to expenses incurred after March 1987. Para. (a) for- 
merly read: 


(a) the cumulative Canadian exploration expense of the pred- 
ecessor, determined at the time immediately after the proper- 
ties were so acquired by the successor corporation, to the ex- 
tent that it has not been deducted by the successor corporation 
in computing its income for a preceding taxation year and has 
not been deducted by the predecessor in computing his in- 
come for any taxation year or designated by the predecessor 
pursuant to subsection 66(14.1) for any taxation year, and 


All that portion of subsec. 66.1(4) following para. (b) amended by 
1986, c. 55, subsec. 12(3), to substitute “aggregate” for “cumulative 
Canadian exploration expense”, and “the property was acquired” for 
“the property so acquired was acquired”, applicable with respect to 
expenses incurred after March 1987. 


Subpara. 66.1(4)(b)(ii) substituted by 1986, c. 6, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985, to add “natural 
accumulations thereof or from oil or gas”. 


Para. 66.1(4)(a) substituted by 1986, c. 2, subsec. 17(4), applicable 
to 1985 et seq. Para. (a) formerly read: 


(a) the cumulative Canadian exploration expense of the pred- 
ecessor, determined at the time immediately after the property 
so acquired was acquired by the successor corporation, to the 
extent that it has not been deducted by the successor corpora- 
tion in computing its income for a previous taxation year and 
has not been deducted by the predecessor in computing his 
income for any taxation year; and 


All that portion of subsec. 66.1(4) preceding para. (a) substituted by 
1985, c. 45, subsec. 29(2), applicable with respect to acquisitions 
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occurring after 1982 except that with respect to such acquisitions 
occurring after 1982 and in a taxation year commencing before 
1985, the reference to “Canadian resource properties of the prede- 
cessor” shall be read as a reference to “property of the predecessor 
used by him in carrying on in Canada such of the businesses de- 
scribed in subparagraphs 66(15)(h)(i) to (vii) as were carried on by 
him”. That portion of subsec. (4) formerly read: 


(4) Where a corporation (in this subsection referred to as the 

“Successor corporation”) has, at any time after May 6, 1974, 
acquired, by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in section 87), from 
another person (in this subsection referred to as the “prede- 
cessor’) all or substantially all of the property of the prede- 
cessor used by him in carrying on in Canada such of the busi- 
nesses described in any of subparagraphs 66(15)(h)(i) to (vii) 
as were carried on by him, and (except in the case of an amal- 
gamation or a winding-up) the predecessor and the successor 
corporation have jointly elected in prescribed form on or 
before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 

in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year, such 
amount as it may claim not exceeding the lesser of 


Subpara. 66.1(4)(b)(i) substituted by 1985, c. 45, subsec. 29(3), ap- 
plicable to taxation years commencing after 1984. Subpara. (b)(i) 
formerly read: 


(i) the disposition of any property described in any of subpar- 
agraphs 66(15)(c)(i) to (vii) owned by the predecessor imme- 
diately before the. acquisition by the successor corporation of 
the property so acquired, 


Cl. 66,1(4)(b)(iii)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 


All that portion of subsec. 66.1(4) preceding para. (b), subparas. 
66.1(4)(b)(i) to (iii), all that portion of subsec. 66.1(4) following 
para. (b) substituted by 1984, c. 1, subsecs. 28(1), (2), applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983. Those portions and sub- 
paras. formerly read: 


(4) Where a corporation (in this subsection referred to as the 
“successor corporation”) has, at any time after May 6, 1974, 
acquired, by purchase or otherwise (including an acquisition 
as-a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the 
“predecessor corporation’’) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(2) to (vii) as were carried on by it, and (ex- 
cept in the case of an amalgamation or a winding-up) the 
predecessor corporation and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 
action to which the election relates occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this Part for a taxation year, such amount as it 
may claim not exceeding the lesser of 


(a) the cumulative Canadian exploration expense of the 
predecessor corporation, determined at the time immedi- 
ately after the property so acquired was acquired by the 
successor corporation, to the extent that it has not been 
deducted by the successor corporation in computing its 
income for a previous taxation year and has not been de- 
ducted by the predecessor corporation in computing its 
income for any taxation year; and 
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(i) the disposition of any property described in any of 
subparagraphs 66(15)(c)(1) ‘to (vil) owned by the 
predecessor corporation immediately before the ac- 
quisition by the successsor cOnperanign of the prop- 
erty so acquired, 


(ii) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor corporation had, immediately before the 
acquisition by the successor corporation of the prop- 
erty so acquired, an interest or a right to take or re- 

move petroleum or natural gas or a di to. take or 
remove minerals, and 


(iii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) or (2.1) to be 
included in computing its income for the year, 
and 


(B) in respect of a reserve deducted in.comput- 
ing the predecessor. corporation’s income and 
deemed by paragraph 87(2)(g) or by virtue of 
that paragraph and paragraph 88(1)(e.2) to have 
been deducted by the successor corporation as a 
reserve in computing its income for a ne 
year, 


exceeds the aggregate ‘of ‘amounts, if any, deducted 
in computing the successor corporation’s income for 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions of property ny the prede- 
cessor corporation;* — 


Fs and, i in respect of any expense included in the cumulative 
Canadian exploration expense referred to in paragraph 
(a), no deduction may be made under this section by the 
predecessor corporation in computing its income ‘for a 
taxation year subsequent to its taxation year in which the 
property so acquired was lean i by the successor 
corporation. 


Subpara. 66.1(4)(b)(i) and all that’ portion of subpara. 66:1(4)(b) (iii) 
following cl.(B) substituted by 1980-81-82-83, c. 48, subsecs. 
34(5), (6), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)” in subpara. 66. 1(4)(b)(t) and to 
add reference to subsec. (1:2) in that portion. 


All that portion of subsec. 66.1(4) preceding para. (a) substituted, 
subpara. 66.1(4)(b)(1ii) added by. 1979, c..5, subsecs. 20(2), (3).ap- 
plicable, -as to that portion, with respect to acquisitions of property 


after November 16, 1978 and, as to bie 66. Er Le to 1979 | 


et seq. That portion formerly read: 


(4) Where a corporation (in this subsection referred to as evite 

“successor corporation”) has, at any time after May 6, 1974, 
acquired, by purchase or otherwise (including an acquisition 
as.a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as ‘the 
“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying.on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)() to (vii) as were carried on by it, there may 
be deducted by the successor corporation in computing its in- 
come. under this Part for a taxation year,.such amount as it 
may claim not exceeding the lesser of 


Subsec. 66.1(4) substituted by 1977- 78, c. 1, subsec. 30(3), applica 


ble to 1977 et seq. Subsec. (4) formerly read: 


(4) Where a corporation (in this subsection referred'to as the 
“successor corporation”) has, at any time after May 6, 1974, 
acquired by purchase or otherwise (including an‘ acquisition 
as a result of an amalgamation’ described in subsec. 87(1)) 
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« from another corporation (in this subsection referred to as the 
“‘predecessor corporation’’),all or substantially all of the prop- 

“erty of the predecessor corporation:used by it in carrying on 
in Canada its business, there may be deducted by the succes- 
sor corporation in computing its income under this Part for a 
taxation year. 


(a) where the successor corporation is a principal-busi- 
ness corporation, the lesser of 


(i) the cumulative Canadian exploration expense of 
the predecessor corporation to the extent that such 
expense 


(A)-was deductible but not deducted by the suc- 

cessor corporation in computing its income for a 

previous taxation year, and was not deducted by 

the predecessor corporation in computing its in- 
~ come for the taxation year in which the property 

So acquired was acquired by the successor cor- 

poration or its income for a previous taxation 
‘year, and 


(B) would have been deductible but was not de- 

ducted by the predecessor corporation in com- 

puting its income for the taxation year in which 

the property so acquired was acquired by the 
“| Suecessor corporation, and 


(ii) of the cumulative Canadian exploration expense 
referred to in subparagraph (i), an amount equal to 
such part of its income for the year if no deduction 
were allowed under this section, section 65 or the Jn- 
come Tax Application Rules,. 1971 in respect of this 
paragraph (minus any deductions allowed for the 
year by sections 66, 66.2, 112 and 113 and the provi- 
‘sions: of the Income Tax Application Rules, 1971 al- 
lowing. a deduction for the purposes of this para- 
graph), as may reasonably be regarded as attributable 
to the production of petroleum or natural gas from 
wells, or the. production of minerals from mines, situ- 
ated on property in Canada from which the predeces- 
_sor corporation had, immediately before the acquisi- 
tion by the successor corporation of the property so 
acquired, a right to take or remove petroleum or nat- 
ural gas or a right to take or remove minerals; and 


(b) where the successor corporation is not. a principal- 
business corporation, the lesser of 


(i) 30% of the amount referred to’ in subparagraph 
(a)@), and 


(ii) the amount of 1 income referred to in subparagraph 

(a)Gi). 
and, in respect of any such expense included in the cumula- 
tive Canadian exploration expense referred to in subpara- 
graph (a)(i), no deduction may be made under this section by 
the predecessor corporation in computing its income for a 
taxation year subsequent to its taxation year in which the 
property so acquired was acquired by the successor 
corporation. 


(5) [Repealed under fiat Act] 


Pre-RSC History: Subsec. 66.1(5) repealed by 1987, c. 46, sub- 
sec. 19(2), applicable to taxation years ending after February 17, 
1987. Subsec. (5) formerly read: 


(5) Second successor corporation's Canadian 
exploration expenses — Where a corporation (in this sub- 
section referred to as the “second successor corporation”) has 
at any time after May 6, 1974 acquired, by purchase, amalga- 
mation, merger, winding-up or otherwise (other than pursuant 
to an amalgamation that is described in subsection 87(1.2) or 
a winding-up to which the rules in subsection 88(1) apply), 
from another corporation (in this subsection referred to as the 
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“first successor corporation”) that) was a successor corpora- 
tion, within the meaning of subsection (4), all or substantially 
all of the Canadian resource properties of the first successor 
corporation and (except in the case of an amalgamation or a 
winding-up) the first successor corporation and the second 
successor corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the second successor corpo- 
ration in computing its income under this Part for a taxation 
year such amount as it may claim not exceeding the lesser of 


(a) the aggregate of 


(i) the amount determined under paragraph (4)(a) for 
the first successor corporation at.the time immedi- 
ately after the property. so acquired was acquired by 
the second successor corporation, and 


(ii) all amounts required to be added under paragraph 
(11)(b) to the cumulative Canadian exploration ex- 
pense of the first successor corporation in respect of 
the second successor at any time before the end of 
the year, 


to the extent that it has not been deducted by the second 
successor corporation in computing its income for a pre- 
ceding taxation year and has not been deducted by the 
first successor corporation in computing its income for 
any taxation year; and 


(b) the amount that is equal to such part of its income for 
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successor corporation and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and para- 
graph 88(1)(e.2). to have been deducted by the 
second successor corporation as a reserve in 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the second successor 
corporation for the year by virtue of subsection 
64(1), (1.1) or (1.2) in respect of dispositions of 
property by the predecessor of the first successor 
corporation; 


- and; in respect of any expense included in the aggregate 
referred to in paragraph (a), no: deduction may be made 
under this section by the first successor corporation in 
computing its income for a taxation year subsequent to its 
taxation year in income for a taxation year subsequent to 
its taxation year in which the property was acquired by 
the second successor corporation. 


Para. 66.1(5)(a) substituted by 1986, c. 55, subsec. 12(4), applicable 
with respect to expenses incurred after March 1987. Para. (a) for- 
merly read: 


(a) the amount determined under paragraph (4)(a) for the first 
successor corporation at the time immediately after the prop- 
erty so acquired was acquired by the second successor corpo- 
ration, to the extent that it has not been deducted by the sec- 


“ond successor corporation in computing its income for a 


previous taxation year and has not been deducted by the first 
successor corporation in computing any income for any taxa- 
tion year; and 


the year, if no deduction were allowed under this section, 
section 65 or 66 or the Income Tax Application Rules, 
197P in respect of this paragraph (minus the deductions 
allowed*for the year by subsections 66(2) and (7), sec- 
tions 112 and 113 and the provisions of the Income Tax 
Application Rules, 197] allowing a deduction for the pur- 
poses of this paragraph), as may reasonably be regarded 
as attributable to tO 


All that portion of subsec. 66.1(5) following para. (b) amended by 
1986, c. 55, subsec. 12(5), to substitute “aggregate” for “amount” 
and “the property was acquired” for “the property so acquired was 
acquired”, applicable with respect to expenses incurred after March 
1987. 


Subpara. 66.1(5)(b)(ii) substituted by 1986, c. 6, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985, to add “natural 


: sanenameaa accumulations thereof or from oil or gas”. 
(1) the amount included in computing its income for 


the year under paragraph 59(3.2)(c) that may reason- 
ably be regarded as being attributable to the disposi- 
tion in the year or a preceding taxation year of any 
Canadian resource property owned by the predeces- 
sor, within the meaning of subsection (4), of the first 
successor corporation immediately before the acqui- 
sition by the first successor corporation of the prop- 
erty so acquired by the second successor corporation 


All that portion of subsec. 66.1(5) preceding para. (a) substituted by 
1985, c..45, subsec. 29(4), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985, the 
reference to “Canadian resource properties of the first, successor 
corporation” shall be read as a reference to “property of the first 
successor corporation used by it in carrying on in Canada such of 
the businesses described in subparagraphs 66(15)(h)(1) to (vii) as 


to the extent that the proceeds of such disposition 
have not been included in determining an amount 
under this subparagraph for a preceding taxation 
year, 


(ii) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation, within 
the meaning of subsection (4), had, immediately 
before the acquisition by the first successor corpora- 
tion of the property so acquired by the second suc- 
cessor corporation, an interest or a right to take or 
remove petroleum or natural gas or a right to take or 
remove minerals, and 


(iii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 
(A) required by. subsection 59(2) to be included 
in computing its income: for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the income of: the predecessor of the first 
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were carried on by it”. That portion of subsec. (5) formerly read: 


(5) Where a corporation (in this subsection referred to as the 
“second successor corporation”) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection-referred to as the 
“first successor corporation”) that was a successor corpora- 
tion within the meaning of subsection (4), all or substantially 
all of the property of the first successor corporation used by it 
in carrying on in Canada such of the businesses described in 
any of subparagraphs 66(15)(h)(i) to (vii) as were carried on 
by it, and (except in the case of an amalgamation or a wind- 
ing-up) the first successor corporation and the second succes- 
sor corporation have jointly elected in prescribed form on or 
before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the second successor corpo- 
ration in computing its income under this Part for a taxation 
year, such amount as it may claim not exceeding the lesser of 


Subpara. 66.1(5)(b)(i) substituted by 1985, c. 45, subsec. 29(5), ap- 
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plicable to taxation years commencing after 1984. Subpara. (b)(i) 
formerly read: 


(i) the disposition of any property described in any of subpar- 
agraphs 66(15)(c)(i) to (vii) owned by the predecessor of the 
first successor corporation, within the meaning of subsection 
(4), immediately before the acquisition by the first successor 
corporation of the property so acquired by the second succes- 
sor corporation, 


Cl. 66.1(5)(b)(iii)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete. a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 


Subpara. 66.1(5)(b)(i11) amended by 1984, c. 1, subsec. 28(3), appli- 
cable with respect to acquisitions of property by a successor corpo- 
ration. from a predecessor after April 19, 1983, to substitute “prede- 
cessor’ for “‘predecessor corporation” wherever it appeared. 


Subpara. 66.1(5)(b)(i) and all that portion of subpara. 66.1(5)(b)(iii) 
following cl. (B). substituted by 1980-81-82-83, c. 48, subsecs. 
34(7), (8), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)” in subpara. 66.1(5)(b)() and to 
add reference to subsec. (1.2) in that portion. 


All that portion of subsec. 66.1(5) preceding para. (a) substituted, 
subpara. 66.1(5)(b)(iii) added by 1979, c. 5, subsecs. 20(4), (5) ap- 
plicable, as to that portion with respect to acquisitions of property 
after November 16, 1978, and, as to subpara. 66.1(5)(b)(iii), to 1979 
et seq. That portion formerly read: 


(5) Where a corporation (in this subsection referred to as the 
“second successor corporation”’) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“first successor corporation”) that was a successor corpora- 
tion within the meaning of subsection (4), all or substantially 
all of the property of the first successor corporation used by it 
in carrying on in Canada such of the businesses described in 
any of subparagraphs 66(15)(h)(i) to (vii) as were carried on 
by it, there may be deducted by the second successor corpora- 
tion in computing its income under this Part for a taxation 
year, such amount as it may claim not exceeding the lesser of 


Subsec. 66.1(5) substituted by 1977-78, c. 1, subsec. 30(3), applica- 
ble to 1977 et seq. Subsec. (5) formerly read: 


(5) Where a corporation (in this subsection referred. to.as. the 
“second successor corporation’) has, at any time after May 6, 
1974, acquired by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in subsection 
87(1)) from another corporation (in this subsection referred to 
as the “first successor corporation”) that was a successor cor- 
poration within the meaning of subsection (4), all or substan- 
tially all of the property of the first successor corporation 
used by. it in’carrying on in Canada its business, there may be 
deducted by the second successor corporation, :in computing 
its income under this Part for a taxation year, the lesser of 


(a) the amount determined. by. adding the. expenses. re- 
ferred to in subparagraph (4)(a)(i) for the purpose of de- 
termining the deduction allowable to the first successor 
corporation under subsection .(4) in computing its income 
for a previous taxation year, to the extent that such 
expense 


(i) was not deductible or sdeieastell as the case may 
be, by the second successor corporation or any other 
corporation in computing its income for a-previous 
taxation year, and was not deductible or deducted, as 
the case may be, by the first successor corporation in 
computing its income for the taxation year in which 
the property so acquired was acquired by the second 
successor. corporation, and : 


(ii) would, but for paragraph (4)(b), have been. de- 
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ductible by the first successor corporation.in comput- 
ing its income for the taxation year in which the 

' property so acquired was acquired by the second suc- 
cessor corporation; 


(b) where the second successor corporation 1s a principal- 
business corporation, of that amount,,.an amount equal to 
such part of its income for the year if no deduction were 
allowed under this section, section 65 or the Income Tax 
Application Rules, 1971 in respect of this paragraph (mi- 
nus any deductions allowed for the yéar by sections 66, 
66.2, 112 and 113 and the provisions of the Income Tax 
Application Rules, 1971 allowing a deduction for the pur- 
poses of this paragraph) as may ‘reasonably’be regarded 
as attributable to the production of petroleum or natural 
gas from wells, or the production of minerals from mines, 
situated on property in Canada from which the predeces- 
sor of the first successor corporation within the meaning 
of subsection (4) had, immediately before the acquisition 
by the:first successor corporation of the property. so ‘ac- 
quired by the second successor corporation, a right to 
take or remove petroleum or natural gas or a right to take 
or remove minerals; and 


(c) where the second successor corporation is not a prin- 
cipal-business corporation, the lesser of 


(i) 30% of the amount referred to in paragraph (a), 
and 


(ii) the amount of income ‘determined under para- 
graph (b); 


“and, in respect of any such expense included in the cumu- 

lative Canadian exploration expense referred in para- 
graph (a), no deduction may be made under this section 
by the first successor corporation in computing its in- 
come for a taxation year subsequent to its taxation year in 
which the property so acquired was fae inh uy the sec- 
ond successor corporation. 


(6) Definitions — In this section, 


Pre-RSC History: The opening words also referred to ss. 66, 66.2 
and 66.4. See now subsecs. 66(15.1), 66.2(5.1), 66.4(5.1). 


“Canadian exploration expense” of a taxpayer 
means any expense incurred after May 6, 1974 that 
is | 
(a) any expense including a geological, geophysi- 
cal or geochemical expense incurred by the tax- 
“payer (other than an expense incurred in drilling 
or completing an oil or gas well or in building a 
temporary. access road to, or preparing a’site in 
respect of, any such well) for the purpose of de- 
termining the existence, location; extent or qual- 
ity of an accumulation of petroleum or natural 
gas (other than a mineral resource) in, Canada, 


(b) any expense (other than an expense incurred 
in drilling or completing an oil or gas well or in 
building a temporary access road to, or preparing 
- a site in respect of, any such well) incurred by the 
taxpayer after March, 1985 for the: purpose of 
bringing a natural’accumulation of petroleum or 
natural gas (other than a mineral resource) in 
Canada into production and incurred prior to the 
commencement of the production (other than the 
production from an,oil or gas well) in reasonable 
commercial .quantities, from such. accumulation, 
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including 


(i) clearing, removing overburden and strip- 
ping, and 


(ii) sinking a shaft or constructing an adit or 
other underground entry, 


(c) any expense incurred before April, 1987 in 
drilling or completing an oil or gas well in Can- 
ada or in building a temporary access road to, or 
preparing a site in respect of, any such well, 


(i) incurred by the taxpayer in the year, or 


(ii) incurred by the taxpayer in any previous 
year and included by the taxpayer in comput- 
ing the taxpayer’s Canadian development ex- 
pense for a previous taxation year, 


if, within six months after the end of the year, the 
drilling of the well is completed and 


(iii) it is determined that the well is the first 
well capable of production in commercial 
quantities from an accumulation of petroleum 
or natural gas (other than a mineral resource) 
not previously known to exist, or 


(iv) it is reasonable to expect that the well will 
not come into production in commercial quan- 
tities within twelve months of its completion, 


(d) any expense incurred by the taxpayer after 
March, 1987 and in a taxation year of the tax- 
payer in drilling or completing an oil or gas well 
in Canada or in building a temporary access road 
to, or preparing a site in.respect of, any such well 
if 


(i) the well resulted in the discovery of a natu- 
ral accumulation of petroleum or natural gas 
and the discovery occurred at any time before 
six months after the end of the year, 


(ii) the well is abandoned in the year or within 
six months after the end of the year without 
ever having produced otherwise than for spec- 
ified purposes, : 

(111) the period of 24 months commencing on 
the day of completion of the drilling of the 
well ends in the year, the expense was in- 
curred within that period and in the year and 
the well has not within that period produced 
otherwise than for specified purposes, or 


(iv) there has been filed with the Minister, on 
or before the day that is 6 months after the end 
of the taxation year of the taxpayer in which 
the drilling of the well was commenced, a cer- 
tificate issued by the Minister of Natural Re- 
sources certifying that, on the basis of evi- 
dence submitted to that Minister, that Minister 
is satisfied that 


(A) the total of expenses incurred and to be 
incurred in drilling and completing the 
well, in building a temporary access road 
to the well and in preparing the site in re- 
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spect of the well will exceed $5,000,000, 
and 


(B) the well will not produce, otherwise 
than for a specified purpose, within the pe- 
riod of 24 months commencing on the day 
on which the drilling of the well is 
completed, 


(e) any expense deemed by subsection (9) to be a 
Canadian exploration expense incurred by the 
taxpayer, 

(f) any expense incurred by the taxpayer (other 


than an expense incurred in drilling or complet- 


ing an oil or gas well or in building a temporary 
access road to, or preparing a site in respect of, 
any such well) for the purpose of determining the 
existence, location, extent or quality of a mineral 
resource in Canada including any expense in- 
curred in the course of 


(i) prospecting, 
(11) carrying out geological, geophysical or ge- 
ochemical surveys, 
(ii1) drilling by rotary, diamond, percussion or 
other methods, or 
(iv) trenching, digging test pits and prelimi- 
nary sampling, 

but not including 
(v) any Canadian development expense, or 


(vi) any expense that may reasonably be con- 
sidered to be related to a mine that has come 
into production in reasonable commercial 
quantities or to be related to a potential or ac- 
tual extension thereof, 


(g) any expense incurred by the taxpayer after 
November 16, 1978 for the purpose of bringing a 
new mine in a mineral resource in Canada into 
production in reasonable commercial quantities 
and incurred before the coming into. production 
of the new mine, including 


(i) clearing, removing overburden and strip- 
ping, and 
(11) sinking a mine shaft, constructing an adit 
or other underground entry, 
(g.1) any Canadian renewable and conservation 
expense incurred by the taxpayer, 


(h) subject to section 66.8, the taxpayer’s share of 
any expense referred to in any of paragraphs (a) 
to (d) and (f) to (g.1) incurred by a partnership in 
a fiscal period thereof, if at the end of the period 
the taxpayer is a member of the partnership, or 


(i) any expense referred to in any of paragraphs 
(a) to (g) incurred by the taxpayer pursuant to an 
agreement in writing with a corporation, entered 
into before 1987, under which the taxpayer in- 
curred the expense solely as consideration for 
shares, other than prescribed shares, of the capital 
stock of the corporation issued to the taxpayer or 
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any interest in such shares or right thereto, 
but, for greater certainty, shall not include 


(j) any consideration given by the taxpayer for 
any share or any interest therein or right thereto, 
except as provided by paragraph (i), 


(k) any expense described in paragraph (i)..in- 
curred by any other one yer to the extent that the 
expense was, 


(i) by virtue of that eo a Canadian ex- 
ploration expense of that other taxpayer, 


(ii) by virtue of paragraph (g) of the definition 
“Canadian development expense” 
tion 66.2(5), a Canadian development expense 
of that other taxpayer, or 


(111) by virtue of paragraph (c) of the defini- 
tion “Canadian oil and gas property expense” 

in subsection 66.4(5), a Canadian oil and gas 
property expense of that other taxpayer, 


(1) any amount (other than a Canadian renewable 
and conservation expense) included at any time 
in the capital cost:to the taxpayer of any deprecia- 
ble property of a prescribed class, 


(m) an expenditure incurred at any time after the 
commencement of production from a Canadian 
resource property of the taxpayer in order to eval- 


uate the feasibility of a method of recovery of, or | 


to assist in the recovery of, petroleum, natural gas 
or related hydrocarbons from the portion of a nat- 

ural reservoir to which the Canadian resource 
property relates, 


(n) an expenditure incurred at any time relating to 
the injection of any substance to assist in the re- 
covery of petroleum, natural gas or related hydro- 
carbons from a natural reservoir, or 


(o) the taxpayer’s share of any consideration, ex- 
pense, cost or expenditure referred'to in any of 
paragraphs (j) to (n) given or incurred by a 
partnership, 


but any assistance that a taxpayer has received or is 
entitled to receive after May 25, 1976 in respect of 
or related to the taxpayer’s Canadian exploration ex- 
pense shall not reduce 'the amount of any of the ex- 
penses described in any of paragraphs (a) to (4); 

Related Provisions: 13(7.5) — Depreciable property treatment 
for costs associated with building roads and similar projects; 
66.1(8) — Expenses in first 60 days of year; 66.1(10) — Certificate 
ceasing to be valid; 66.2(2) — Deduction — Canadian development 
expenses; 66.3 — Exploration and development shares; 248(1)“Ca- 
nadian exploration expense” — Definition applies to entire Act; 


248(16) — GST input tax credit and rebate deemed to be assistance; , 


248(18) — GST — repayment of input tax credit; Interpretation Act 
8(2.1), (2.2) — Application to exclusive economic zone and conti- 
nental shelf.:See additional Related provisions and Definitions at 
end of s. 66.1. 


History: Para. (g.1) added to the definition “Canadian exploration 
expense” in subsec. 66.1(6), and para. (h) amended, by 1997, c. 25, 
subsec. 14(3), applicable after December 5, 1996, Para. (h) formerly 


in subsec- | 
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read: 


(h) subject to section 66.8, the taxpayer’s share’ of any ex- 
pense referred to in any of paragraphs (a), (b), (c), (d), (f) and 
(g) incurred by a partnership in a fiscal period thereof, if at 
the end of that period the taxpayer was a teed zs of the part- 
nership, or 


Paras. (1) to (0) added to “Canadian exploration expense” by 1997, 
c. 25, subsec. 14(4), applicable to taxation years that end after De- 
cember 5, 1996. 


The opening wards of subpara. 66.1(6)“Canadian exploration ex- 
pense”(d)(iv) amended by 1994, c. 41, para. Heal Oat in force Janu- 
ary 12, 1995. They formerly read: 


(iv) there: has been filed, with the Minister, on. or befoce the 
day that is 6 months after the end of the taxation year of the 
taxpayer in which the. drilling of the well was commenced, a 
certificate issued by the Minister of Energy, Mines and Re- 
“sources certifying that, on the basis of evidence submitted to 
that Minister, that’ Minister is satisfied that 


Pre-RSC History: The definition “Canadian exploration. ex- 
pense” was para. 66.1(6)(a). See Table of Concordance. 


Cl. 66.1(6)(a)(ii.1)(D) substituted by 1988, c. 55, subsec. 42(1), ap- 
plicable after March 1987, except that a certificate referred to in that 
clause that is filed with the Minister of National Revenue within 
120 days after September 13, 1988 shall be deemed to have been 
filed on or before the day that is 6 months after the end of the taxa- 
tion year of the taxpayer in which. the drilling of the well to. which 
the certificate relates was. commenced. Cl.. (a)(1i.1)(D) formerly 
read: 


(D) a certificate in prescribed form:in respect of the well has 
been filed with the Minister on or before the day that is 60 
days after the end of the calendar year in which the drilling of 
the well has commenced, 
Subpara. 66.1(6)(a)(iv) amended by 1988, c. 55, subsec. 42(2), to 
add “‘subject.to section 66.8” and to substitute “subparagraphs (i), 
(i.1), Gi), Gii.1), Gii) or Gii.1)” for “subparagraphs (i) to (iii.1)”, ap- 
plicable after June 17, 1987. 
All that portion of para. 66.1(6)(a) preceding subpara.. (i) amended 
by 1986, c. 55, subsec. 12(6), to substitute “expense incurred” for 


“outlay, or expense made or incurred”. 


All that portion of subpara. 66,1(6)(a)(1) preceding cl. (A) amended 
by 1986, c. 55, subsec. 12(7), to substitute “before April. 1987”. for 
“before 1986”, applicable after 1985. 


Subparas. 66.1(6)(a)(ii1.1) and (ii:2):substituted by 1986, c. 55,,sub- 
sec. 12(8), applicable after 1985. Those paras. formerly read: 


(ii.1) any expense incurred after 1985 in drilling or complet- 
ing. an oil or gas well in Canada or in building a. temporary 
access road to, or preparing a site in respect of, any such well, 


‘~(A) incurred by him in the year, or 


(B) incurred by him in any previous year and included by 
him in computing his Canadian development expense for 
a previous taxation year, © 


if the drilling of the well is completed within six months after 
the end of the year and the well is abandoned within six 
months after the end of the year and within twelve months 
after the drilling of the well is completed, 


(11.2) any expense incurred by him after 1985 in drilling or 
completing an oil or gas well in Canada or in building a tem- 
porary access road to, or preparing a site in respect of, any 
such well 


(A) in a prescribed frontier exploration area, except 
where the well is drilled for the purpose of production in 
commercial quantities from an accumulation of petro- 
leum or natural gas that was known to be:capable of be- 
ing produced in commercial quantities at the time. the 
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drilling of the well commenced or for the purpose of de- 
lineating or determining the extent or quality of an ac- 
cumulation of petroleum or natural gas and the drilling of 
the well commenced after any production in commercial 
quantities of any petroleum or natural gas from the ac- 
cumulation, or 


(B) in any area other than a prescribed frontier explora- 
tion area, except where the well is drilled for the purpose 
of production from, or delineating or determining the ex- 
tent or quality of, an accumulation of petroleum or natu- 
tal gas capable of being produced in commercial quanti- ' 
ties that was known to exist at the time the drilling of the 
well commenced, 


Subpara. 66.1(6)(a)(v) amended by 1986, c. 55, subsec. 12(9), to 
substitute ‘agreement in writing with a corporation, entered into 
before 1987,” for “agreement with a corporation”. 


All that portion of para. 66.1(6)(a) following subpara. (vii) substi- 
tuted by 1986, c. 55, subsec. 12(10), applicable with respect to ex- 
penses incurred after December 19, 1986. That portion formerly 
read: . — 


but no amount of assistance or benefit that a taxpayer has re- 
ceived or is entitled to receive after May 25, 1976 from a 
government, municipality or other public authority in respect 
of or related to his Canadian exploration expense, whether as 
a grant, subsidy, forgivable loan, deduction from royalty or 
tax, investment allowance or any other form of assistance or 
benefit, shall reduce the amount of any of the expenses de- 
scribed in any of subparagraphs (i) to (v); and 


Subpara. 66.1(6)(a)(i.1) added by 1986, c. 6, subsec. 31(1), applica- 
ble with respect to expenses incurred after March 1985. 


All that portion of subpara. 66.1(6)(a)(iii). preceding cl. (A) substi- 
tuted by 1985, c. 45, subsec. 29(6), applicable with respect to ex- 
penses incurred after May 9, 1985. That portion of subpara. (a)(iii) 
formerly read: 


(iii) any expense incurred by him for the purpose of determin- 
ing the existence, location, extent or quality of a mineral re- 
source in Canada including any expense incurred in the 
course of | 


Cl. 66.1(6)(a)(i11)(F) amended by 1985, c. 45, subsec. 29(7), to de- 
lete the words “whether or not owned by the taxpayer” which had 
followed “related to a mine”, applicable with respect to expenses 
incurred after May 9, 1985. 


All that portion of subpara. 66.1(6)(a)(il1.1) preceding cl. (A) substi- 
tuted by 1985, c. 45, subsec. 29(8), applicable with respect to ex- 
penses incurred after May 9, 1985. That portion of. subpara. 
(a)(iii.1) formerly read: 


(ii1.1) any expense incurred by him after November 16,1978 
for the purpose of bringing a mineral resource in Canada into 
production and incurred prior to the commencement of pro- 
duction from the resource-in reasonable commercial quanti- 
ties, including 


All those portions of subparas. 66.1(6)(a)(ii), (11.1) and (41.2) preced- 
ing cl. (A) respectively, substituted by 1984, c. 45, subsecs. 
23(1)-(3), applicable with respect to outlays or expenses made or 
incurred after 1983. Subpara. 66.1(6)(a)(ii) amended to replace 
“1984” with “1986”, subpara. (ii.1) amended to replace “1983” with 
“1985” and “a particular oil or gas well” with “any such well”, sub- 
para. (ii.2) amended to replace “1983” with “1985”. 


All those portions of subparas. 66.1(6)(a)(ii), (i1.1), (ii.2) preceding 
cl. (A) and subpara. 66.1(6)(a)(v) substituted by 1980-81-82-83, c. 
140, subsecs. 34(1)-(4), applicable, as to those portions, with re- 
spect to any outlay or expense made or incurred after 1981, and, as 
to subpara. 66.1(6)(a)(v), with respect to any outlay or expense 
made or incurred after 1982, to substitute “1984” for “1982” in that 
portion of subpara. 66.1(6)(a)(ii), and “1983” for “1981” in those 
portions of subparas. 66.1(6)(a)(ii.1), (Gii.2), and to add “other than 
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prescribed shares,” in subpara. 66.1(6)(a)(v). 


All that portion of subsec. 66.1(6) preceding para. (a), all that por- 
tion of para. 66.1(6)(a) preceding subpara. (ili) and subpara. 
66.1(6)(a)(vii) substituted by 1980-8 1-82-83, c. 48, subsecs. 34(9)\- 
(11), applicable as to that portion preceding para. (a) and subpara. 
(vii), to taxation years ending after December 11, 1979, and, as to 
that portion preceding subpara. (iii), in respect of any outlay or ex- 
pense made or incurred after 1980. Those portions and subpara. 
(a)(vii) formerly read: 


(6) In this section and sections 66 and 66.2, 


(a) “Canadian exploration expense” of a taxpayer means 
any outlay of expense made or incurred, or deemed to 
have been made or incurred, after May 6, 1974 that is 


(i) any expense including a geological, geophysical 
or geochemical expense incurred by him (other than 
an expense referred to in subparagraph (ii)) for the 
purpose of determining the existence, location, ex- 
tent or quality of an accumulation of petroleum or 
natural gas (other than a mineral resource) in 
Canada, : 


(ii) any expense incurred in drilling or completing an 
oil or gas well in Canada, building a temporary ac- 
cess road to the well or in preparing the site in re- 
spect of the well, 


(A) incurred by him in ‘the year, or 


(B) incurred by him in any previous year and in- 
cluded by him in computing his Canadian devel- 
opment expense for a previous taxation year, 


if, within. six months after the end of the year, the 
drilling of the well is completed and 


(C) it is determined that the well is the first well 

capable of production in commercial quantities 
from an accumulation of petroleum or natural 
gas (other than a mineral resource) not previ- 
ously known to exist, or : 


(D) it is reasonable to expect that the well will 
not come into production in commercial quanti- 
ties within twelve months of its completion, 


(vii) any expense described in subparagraph (v) in- 
curred by any other taxpayer to the extent that the 
expense was, by virtue of that subparagraph, a Cana- 
dian exploration expense of that other taxpayer or 
was, by virtue of subparagraph 66.2(5)(a)(v), a Cana- 
dian development expense of that other taxpayer, 


All that portion of subpara. 66.1(6)(a)(ii) preceding cl. (A), sub- 
paras. 66.1(6)(a)(iv),; (v) substituted, subpara. 66.1(6)(a) (iii.1) ad- 
ded by 1979, c..5, subsecs. 20(6), (7), applicable, as to that portion, 
to taxation years ending after May 6, 1974. Subparas. (a)(iv), (Vv) 
formerly read: , 


(iv) his share of any expense referred to in any of subpara- 
graphs (i) to (iii) incurred by any association, partnership or 
syndicate in a fiscal period of that association, partnership or 
syndicate, if at the end of that fiscal period he was a member 
or partner thereof, or 


(v) any expense referred to in any of subparagraphs (i) to (iii) 
incurred by the taxpayer pursuant to an agreement with a cor- 
poration under which the taxpayer incurred the expense 
solely as consideration for shares of the capital stock of the 
corporation issued to him by the corporation or any interest in 
such shares or right thereto, 


All that portion of para. 66.1(6)(a) following subpara. (vi) substi- 
tuted by 1976-77, c. 4, subsec. 24(2), applicable to taxation years 
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ending after May 25, 1976. That portion formerly read: 
(vii) any expense described in subparagraph (v) incurred by 
any other taxpayer to the extent that the expense was, by vir- 
tue of that subparagraph, a Canadian exploration expense of 
that other taxpayer or was, by virtue of subparagraph 
- 66.2(5)(a)(vi), a Canadian development expense of that other 
taxpayer; and 


Selected Cases [subsec. 66.1(6)“Canadian exploration ex- 


pense”): Teck-Bullmoose Coal. Inc: v.:Canada, [1997] 1 C.T.C. . 


2603 (TCC) (Upgrading existing road not CEE); Placer Dome Inc. 


v. Canada, [1993] 1 C.T.C. 2411 (TCC) (Underground: mine and 


open pit mine were distinct mines); Gulf Canada Ltd. v. Canada, 
[1991] 1 C.T.C. 99 (FCTD); aff’d [1992] 1 C.T.C. 183 (FCA); leave 


to appeal to SCC refused (sub nom. Gulf Canada Ltd. v. MNR) | 
(1992), 141 NR 393 (note) (Interpretation of: “Canadian exploration | 
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expenses”, “Canadian development expenses”, “taxable production 
profits”); Edmonton Liquid Gas Ltd. v. The Queen, [1984] C.T.C. 
536 (FCA) (Expense of drilling test‘wells abandoned as “dry holes” 
considered as “Canadian exploration expenses’’). 


Regulations: 1215 (prescribed frontier exploration area); 6202 
(prescribed share). 

Interpretation Bulletins: IT-109R2: Unpaid: amounts; IT-503: 
Exploration and development shares . 


Advance Tax Rulings: ATR-59: Financing exploration and de- 
velopment through limited partnerships. 


“Canadian renewable and conservation expense” 
has the meaning assigned by regulation, and for the 
purpose of determining whether an outlay or expense 


meets the criteria set out in the Regulations in re- | 


spect of Canadian renewable and conservation ex- 
penses, the Technical Guide to Canadian Renewable 


and Conservation Expenses, as amended from time | 


to time and published by the Department of Natural 
Resources, shall apply conclusively with respect to 
engineering and scientific matters; 

Related Provisions: 241(4)(d)(vi.1) — Communication with 
Dept. of Natural Resources permitted for purpose of determining 
whether an expense is a CRCE; Reg. 1102(1)(a.1) — CRCE ineligi- 
ble for capital cost allowance. 


History: The definition “Canadian renewable and conservation ex- 
pense” added to subsec. 66.1(6) by 1997, c. 25, subsec. 14(5), appli- 
cable after December 5, 1996. 


Regulations: 1219 (meaning of Canadian renewable and conser- 
vation expense). 


“cumulative Canadian exploration expense” of a 
taxpayer at any time in a taxation year means the 
amount determined by the formula 
(A+B+C+D+E+E1)-(F+G+tH+l+J4+J.1 
+K+L+M) 

where 


A. is the total of all Canadian exploration expenses 
made or incurred by the taxpayer before that 
time, 


B is the total of all amounts required by subsection 
(1) to be included in computing the amount re- 
ferred to in paragraph 59(3.2)(b) for the tax- 
payer’s taxation years ending before that time, 


C is the total of all amounts, except amounts in re- 
spect of interest, paid by the taxpayer after May 
6, 1974 and before that time to Her Majesty in 
right of Canada in respect of amounts paid to the 
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taxpayer before May 25, 1976 under the regula- 
tions referred to in paragraph (a) of the descrip- 
tion of-H, | 


D is the total of all amounts referred to in the 
description of G that are established by the tax- 
payer to have become bad debts before that time, 


E is such part, if any, of the amount determined for 
J as has been repaid before that time by the tax- 
payer pursuant to a legal obligation to repay all or 
any part of that amount, and | 


E.1 _ is the total of all specified amounts determined 

- under paragraph 66.7(12.1)(a) in respect of the 
taxpayer for taxation years ending before that 
time, 


F is the total of all amounts deducted or required to 
be deducted in computing the taxpayer’s income 
for a taxation year ending before that. time in re- 
spect of the taxpayer’s cumulative Canadian ex- 
ploration expense, 


G is the total of all amounts that became receivable 
by the taxpayer before that time that are to be in- 
cluded inthe amount determined under this 

description by virtue of paragraph 66(12.1)(a) or 
CZ. 2) ay 

H_ is the total of all amounts paid to the taxpayer af- 

ter May 6, 1974 and before May 25, 1976 


(a) under the Northern Mineral Exploration 
Assistance Regulations made under an appro- 
priations Act that provides for payments in re- 
spect of the Northern Mineral Grants Pro- 
gram, or 


(b) pursuant to any agreement entered into be- 
tween the taxpayer and Her Majesty in right 
of Canada under the Northern Mineral Grants 
Program or the Development Program of the 
Department of Indian Affairs and Northern 
Development, 


to the extent that the amounts. have been ex- 
pended by the taxpayer as or on account of Cana- 
dian exploration and development expenses or 
Canadian exploration expense incurred by the 
taxpayer, 

I is the total of all amounts each of which is an 
amount received before that time on account of 
any amount referred to in the description of D, 


J is the total amount of assistance that the taxpayer 
has received or is entitled to receive in respect of 
any Canadian exploration expense incurred after 
1980 or that can reasonably be related to Cana- 

dian exploration activities after 1980, to the ex- 
tent that the assistance has not reduced the tax- 
payer’s Canadian exploration expense by virtue 
of paragraph (9)(g), , 

J.1is the total of all amounts by which the cumula- 
tive Canadian exploration expense of the tax- 
payer is required because of subsection 80(8) to 
be reduced at or before that time, 


481 


S. 66.1(6) cum 


K_ is the total of all amounts that are required to be 
deducted before that time under subsection 
66(14.1) in computing the taxpayer’s cumulative 
Canadian exploration expense, 


L_is that portion of the total of all amounts deducted 
by the taxpayer under subsection 127(5) or (6) for 
a taxation year ending before that time that may 
reasonably be attributed to a qualified Canadian 
exploration expenditure (within the meaning as- 
signed by subsection 127(9)) made in a preceding 
taxation year, and 


M is the total of all amounts that are required to be 
deducted before that time under paragraph 
66.7(12)(b) in computing the taxpayer’s cumula- 
tive Canadian exploration expense; 


Related Provisions: 12(1)(t)—Investment tax credit; 
20(1)(kk) — Exploration & development grants; 50(1)(a) — 
Deemed disposition where debt becomes bad debt; 59(3.2) — Re- 
covery of exploration & development expenses; 66(10.1)(b) — 
Joint exploration corporation; 66(12.1) — Limitations of Canadian 
exploration & development expenses; 66(12.2) — Unitized oil or 
gas field in Canada; 66(15) — Definitions; 66.1(1) — Amount to be 
included in income; 66.1(7) — Share of partner; 66.7(3) — Deduc- 
tion to successor corporation;: 79(4)(c) — Subsequent payment by 
debtor following surrender of property deemed to be repayment of 
assistance; 79.1(8)— No claim for principal amount of bad debt 
where property seized by creditor; 80(8)(b) — Reduction of CCEE 
on debt forgiveness; 87(2)G.6) — Amalgamations — continuing 
corporation; 96(2.2)(d) — At-risk amount; 127(12.3) — Reduction 
of cumulative Canadian exploration expense of trust; 248(16) — 
GST input tax credit and rebate deemed to be assistance; 248(18) — 
GST — repayment of input tax credit; 257 — Formula cannot cal- 
culate to less than zero. See additional Related provisions and Defi- 
nitions at end of s. 66.1. 


History: The description of J.1 in the definition “cumulative Cana- 
dian exploration expense” in subsec. 66.1(6) added and the corre- 
sponding formula amended by 1995, c, 21, s. 22, applicable to taxa- 
tion years that end after February 21, 1994. 


The description of F in the definition “cumulative Canadian explo- 
ration expense” in subsec. 66.1(6) amended by 1994, c. 8, subsec. 
6(2), applicable to taxation years ending after December 2, 1992. 
The description of F formerly read: 


F is the total of all amounts deducted or deductible, as the 
case may be, in computing the taxpayer’s income for a 
taxation year ending before that time in respect of the 
taxpayer's cumulative Canadian exploration expense, 


E.1 and its description added to the definition “cumulative Canadian 
exploration expense” in subsec. 66.1(6) by 1994, c. 7, Sch. II (1991, 
c. 49), subsecs. 39(4) and (4.1), applicable to taxation years begin- 
ning after February 17, 1987. 


Pre-RSC History: The definition “cumulative Canadian explora- 
tion expense” was para. 66.1(6)(b). It contained descriptive subpar- 
agraphs instead of the present formula. The. pre-R.S.C.. version 
read: 


(b) “cumulative Canadian exploration expense” — “cu- 
mulative Canadian exploration expense” of a taxpayer at any 
time shall be the amount, if any, by which the aggregate of 


(i) the aggregate of all Canadian exploration expenses 
made or incurred by him before that time, 


(ii) the aggregate of all amounts required by virtue of 
subsection (1) to. be included in computing the amount 
referred to in paragraph 59(3.2)(b) for his taxation years 
ending before that time, 


(lil) the aggregate of amounts, except amounts in respect 
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of interest, paid by him after May 6, 1974 and before that 
time to Her Majesty in right of Canada in respect of 
amounts paid to him before May 25, 1976 under the reg- 
ulations referred to in clause (vii)(A), 


(iv) any amount referred to in subparagraph (vi) that is 
established by him to have become a bad debt before that 
time, and 


(iv.1) such part, if any, of the amount included in subpar- 
agraph (ix) as has been repaid before that time by the 
taxpayer pursuant toa legal obligation to repay all or 
any part of that amount 


exceeds the aggregate of all amounts each of which is 


(v) any amount deducted or deductible, as the case may 
be, in computing his income for a taxation year ending 
before that time in respect of his cumulative Canadian 
exploration expense, 


(vi) any amount that became receivable by him before 
that time that is to be included in the amount determined 
under this subparagraph by virtue of paragraph 
66(12.1)(a) or (12.2)(a), 


(vii) the aggregate of all amounts paid to him after May 
6, 1974 and before May 25, 1976 


(A) under the Northern Mineral Exploration Assis- 
tance Regulations made under an Appropriations Act 
that provides for payments in respect of the Northern 
Mineral Grants Program, or 


(B) pursuant to any agreement entered into between 
the taxpayer and Her Majesty in right of Canada 
under the Northern Mineral Grants Program or the 
Development Program of the Department of Indian 
Affairs and Northern Development, 


to the extent that the amounts have been expended by the 
taxpayer as or on account of Canadian exploration and 
development expenses or Canadian exploration expense 
incurred by him, 


(viii) any amount received before that time on account of 
any amount referred to in subparagraph (iv), 


(ix) any assistance that he has received or is entitled to 
receive in respect of any Canadian exploration expense 
incurred after 1980 or that can reasonably be related to 
Canadian exploration activities after 1980, to the extent 
that the assistance has not reduced his Canadian explo- 
ration expense by virtue of paragraph (9)(g), 


(x) any amount that is required to be deducted before 
that time under subsection 66(14.1) in computing his cu- 
mulative Canadian exploration expense, 


(xi) that portion of the aggregate of all amounts deducted 
by the taxpayer under subsection 127(5) or (6) for a tax- 
ation year ending before that time that may reasonably 
be attributed to a qualified Canadian exploration expen- 
diture (within the meaning assigned by subsection 
127(9)) made in a preceding taxation year, or — 


(xii) any amount that is required to be deducted before 
that time under paragraph 66.7(12)(b) in computing his 
cumulative Canadian exploration expense; 


Subpara. 66.1(6)(b)(iv.1) added by 1990, c. 45, s. 42, applicable 
with respect to amounts repaid after January 1990. 


Subpara. 66.1(6)(b)(xi) substituted by 1988, c. 55, subsec. 42(3), 
applicable to 1988 et seg. Subpara. (b)(xi) formerly read: 


(xi) that portion of the aggregate of all amounts deducted by 
the taxpayer under subsection 127(5) or (6) for the taxation 
year in which that'time is included or any preceding taxation 
year, that may reasonably be attributed to a qualified Cana- 
dian exploration expenditure within the meaning assigned by 


482 


Subdiv. e — Deductions in Computing Income 


subsection 127(9), or 


Subpara. 66.1(6)(b)(xii) added by 1987, c. 46, subsec. 19(3), ‘ue 
cable to taxation years ending after February 17, 1987. 


Subpara. 66.1(6)(b)(ix) substituted by 1986, c. 55, subsec. 12(11), 
applicable with respect to expenses incurred after December 19, 
1986, except that in its application with respect to expenses incurred 
after December 19, 1986 and before April 1987 it shall be read as 
follows: 


(ix) ‘any assistance that he ‘has ecbeiniedl or is entitled to re- 
ceive in respect of a Canadian exploration expense incurred 
after 1980 or that can reasonably be related to Ganadian eX- 
ploration activities after 1980, 


Subpara. (b)(ix) formerly read: 


(ix) any amount of assistance or benefit that he has rece 
or is entitled to receive from a government, municipality. or 
other public authority in respect of any Canadian exploration 

expense made or incurred after December 31, 1980 or that 
can reasonably be related to Canadian exploration activities 
after that date, whether such amount is by way of a-grant, 
subsidy, forgiveable loan, deduction from royalty or tax, in- 
vestment allowance or ay other form of assistance or bene- 
fit, or 


Subpara. 66. 1(6)(6)(xa) added by 1986, c. 55, subsec. 12(12), appli- 
cable with respect to-expenditures made after November 1985. 


Subpara. 66.1(6)(b)(x) added by 1986, c. 2, subsec. 17(5), ben 
ble to 1985 et seq. 


Subpara. 66.1(6)(b)(i) substituted, subpara. 66.1(6)(b)(ix) added by 
1980-8 1-82-83, c. 48, subsecs. 34(12), (13), applicable as to sub- 
para. 66.1(6)(b)(ix), to 1981 et seq. 


Subpara. 66.1(6)(b)(i) substituted by 1977-78, c. 1, subsec. 30(4), 
applicable to taxation years ending after May 6, 1974. ~ 


Subparas. 66.1(6)(b)(iii), (vii) substituted by 1976-77, c. 4, subsec. 
24(3), (4), applicable to taxation years ending after May 25, 1976. 
Subparas. (b)(iii), (vii) formerly read: 
(iii) the aggregate of amounts, except amounts in respect of 
interest, paid by him after May’6, 1974 and before that time 
under the regulations referred to in clause (vii)(A). to, Her 
Majesty in right of Canada, and 


ee ed 


(vii) the aggregate of all amounts paid to him after May .6, 

1974 and before that time : 
(A) under the Northern Mineral Exploration Assistance 
Regulations made under an Appropriation Act that pro- 
vides for payments in respect of the Northern Mineral 
Grants Program, or 
(B) pursuant to any agreement, entered into between the 
taxpayer and Her Majesty in right of Canada under the 
Northern Mineral Grants Program or the Development 
Program of the Department of Indian Affairs and North- 

~ern Development, to the. extent that the amounts have 

been expended by the taxpayer as or on account of Cana- 
dian exploration and development expenses or Canadian . 
exploration expense incurred by him, or 


“restricted expense” of a taxpayer means an 
expense 


(a) incurred by the taxpayer before April, 1987, 


(b) that is deemed by paragraph 66(10.2)(c) to 
have been incurred by the taxpayer, or included 
by the taxpayer in the amount referred to in para- 
graph (a) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) by virtue of 
paragraph 66(12.3)(b), to the extent that the ex- 
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pense was originally incurred before April, 1987, 


(c) that was renounced by the taxpayer under sub- 
section 66(10.2), (12.601) or (12.62), 


(d) in respect of which an amount referred to in 
subsection 66(12.3) becomes receivable by the 
taxpayer, 


(e) deemed to be a Canadian exploration expense 
of the taxpayer or any other taxpayer by virtue of 
subsection (9), or 


(f) where 'the taxpayer is a corporation, that was 
incurred by the corporation before the time con- 
trol of the corporation was last acquired by a per- 
son or persons; 

History: Para. (c) of the definition: ‘restricted expense’ in subsec. 


66.1(6) was amended by 1994, c. 8, subsec. 6(3), applicable to ex- 
penses incurred after December 2, 1992., Para. (c) formerly. read: 


(c) that was renounced by the taxpayer under subsection 
66(10.2) or (12.62), 
Pre-RSC History: The definition “restricted EXD ETC was para. 
66.1(6)(c). See Table of Concordance: 


Para. 66.1(6)(c) added by 1986, ¢: 55, subsec. 12(13), applicable 
with respect to expenses incurred after March 1987. 


“specified purpose’ means 


(a) the operation of an oil or gas well for the sole 
purpose of testing the well or the well head and 
related equipment, in accordance with generally 
accepted engineering practices, 


(b) the burning of natural gas and related hydro- 
carbons to protect’ the environment, and 


(c) prescribed purposes. 
Pre-RSC History: Zhe definition “specified purpose” was para. 
66.1(6)(d). 


Para. 66.1(6)(d) added by 1986, c..55, subsec. 12(13), applicable 
with respect to expenses incurred after March 1987. 


(6.1) Application of subsecs. 66(15), 66.2(5) 
and 66.4(5)— The definitions in subsections 
66(15), 66.2(5) and 66.4(5) apply to this section. 


Origin of subsec. 66.1(6.1): R.S.C.: 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsecs. 66(15), 66.2(5) 
and 66.4(5)). 


(7) Share of partner — Where a taxpayer is a 
member of a partnership, the taxpayer’s share of any 
amount that would be an amount referred to in the 
description of E, G or J in the definition “cumulative 
Canadian exploration expense” in subsection (6): in 
respect of the partnership for a taxation year of the 
partnership if section. 96. were read without reference 
to paragraph 96(1)(d) shall, for the purposes of this 
Act, be deemed to be an amount referred to in the 
description of E, G or J, as the case may be, in that 
definition in respect of the taxpayer for the taxation 
year of the taxpayer in which the partnership’s taxa- 
tion year ends. | 

Related Provisions: 87(1.2) — Amalgamations — new corpora- 


tion deemed continuation of predecessor; 88(1.5) — Windup — 
parent corporation deemed to be continuation of subsidiary. See ad- 
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ditional Related provisions and Definitions at end of s. 66.1. 
History: Subsec. 66.1(7) amended by. 1994, c. 7, Sch. II (1991, c. 
49), subsec. 39(5), to add reference to “E” (twice) applicable after 
January 1990. 
Pre-RSC History: Subsec. 66.1(7) substituted by 1980-81-82-83, 
c. 48, subsec. 34(14), applicable to 1981 et seq. Subsec. (7) for- 
merly read: 
(7) Where a taxpayer is a member of a partnership, his share 
of any amount that would be an amount referred to in subpar- 
agraph (6)(b)(vi) in respect of the partnership for a taxation 
year of the partnership if section 96 were read without refer- 
ence to paragraph (1)(d) thereof shall, for the purposes of this 
Act, be deemed to be an amount referred to in subparagraph 
(6)(b)(vi) in respect of the taxpayer for the taxation year of 
the taxpayer in which the partnership’s taxation year ends. 
Subsec. 66.1(7) added by 1977-78, c. 1, subsec. 30(5), applicable to 
1977 et seq. 
Interpretation Bulletins: IT-353R2: Partnership interests — 
some adjustments to cost base . 


(8) [Repealed] 
History: Subsec. 66.1(8) repealed by 1997, c. 25, subsec. 14(6), 
applicable after March 6, 1996. Subsec. (8) formerly read: 

(8) Expenses in first 60 days of year — Where 


(a) after December 31, 1985; a taxpayer incurs, within 60 
days after the end of a calendar year, Canadian explora- 
tion expenses pursuant to an agreement referred to in par- 
agraph (i) of the definition “Canadian exploration ex- 
pense” in subsection (6), 

(b) the Canadian exploration expenses. are expenses de- 
scribed in paragraph (f) of the definition “Canadian ex- 
ploration expense” in subsection (6) incurred in respect 
of a mineral resource other than a bituminous sands de- 
posit, an oil sands deposit or an oil shale deposit, 


(c) the agreement was entered into between the taxpayer 
and the corporation on or before the last day of the year, 


(d) the funds relating to the Canadian exploration ex- 
penses have on or before the last day of the year been 
advanced to an agent acting on behalf of the taxpayer for 
the purposes of paying the expenses, and 


(e) the taxpayer and the corporation deal with each other 
at arm’s length throughout the 60 days, 


the Canadian exploration expenses shall be deemed to have 
been incurred immediately before the end of the year and 
shall be deemed not to have been incurred in the subsequent 
year. 


Pre-RSC History: Subsec. 66.1(8) added by 1986, c. 55, subsec. 
12(14), applicable with respect to expenses incurred after December 
1985. - 


(9) Canadian development expenses for 
preceding years — Where at any time in a tax- 
payer’s taxation year 


(a) an oil or gas well resulted in the discovery of 
a natural accumulation of petroleum or natural 
gas, 


(b) the period of 24 months commencing on the 
day of completion of the drilling of an oil or gas 
well ends and the well has not, within that period, 
produced otherwise than for specified purposes, 
or 


(c) an oil or gas well that has never produced, 
otherwise than for specified purposes, is 
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abandoned, 
the amount, if any, by which the total of 


(d) all Canadian development expenses (other 
than restricted expenses) described in subpara- 
graph (a)(ii) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) in respect of 
the well that are deemed by subsection 66(10.2) 
or (12.63) to have been incurred by the taxpayer 
in the year or a preceding taxation year, 


(e) all Canadian development expenses (other 
than restricted expenses) described in subpara- 
graph (a)(ii) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) in respect of 
the well that are required by paragraph 
66(12.3)(b) to be included by the taxpayer in the 
amount referred to in paragraph (a) of that defini- 
tion for the year or a preceding taxation year, and 


(f) all Canadian development expenses (other 
than expenses referred to in paragraph (d) or (e) 
and restricted expenses) described in subpara- 
graph (a)(ii) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) incurred by 
the taxpayer in respect of the well in a taxation 
year preceding the year, 


exceeds 


(g) any assistance that the taxpayer or a partner- 
ship of which the taxpayer is a member has re- 
ceived or is entitled to receive in respect of the 
expenses referred to in any of paragraphs (d) to 


(f), 


shall, for the purposes of this Act, be deemed to be a 
Canadian exploration expense referred to in para- 
graph (e) of the definition “Canadian exploration ex- 
pense” in subsection (6) incurred by the taxpayer at 
that time. 

Related Provisions: 66.2(5)“cumulative Canadian development 
expense”, M — Reduction in CCDE; 66.7(9) — Canadian develop- 
ment.expense becoming Canadian exploration expense; 248(16) — 
GST input tax. credit and rebate deemed to be government assis- 
tance; 248(18).— GST — repayment of input tax credit. See addi- 
tional Related provisions and Definitions at end of s. 66.1. 


Pre-RSC History: Subsec. 66.1(9) added by 1986, c. 55, subsec. 
12(14), applicable with respect to expenses incurred after March 
1987. 


(10). Certificate ceasing to be valid — A certifi- 
cate in respect of an oil or gas well issued by the 
Minister of Natural Resources for the purposes of 
paragraph (d)(iv) of the definition “Canadian explo- 
ration expense” in subsection (6) shall be deemed 
never to have been issued and never to have been 
filed with the Minister where 


(a) the well produces, otherwise than for a speci- 
fied purpose, within the period of 24 months 
commencing on the day on which the drilling of 
the well was completed; or 


(b) in applying for the certificate, the applicant, in 
any material respect, provided any incorrect in- 
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formation or failed to provide: information. 


History: The opening words of subsec. 66.1(10) amended by 1994, 
c. 41, para. 37(1)(0), in force January 12, 1995. They formerly read: 


(10) A certificate in respect of an oil or gas well issued by the 
~ Minister of Energy, Mines and Resources for the purposes of 
paragraph (d)(iv) of the definition “Canadian exploration ex- 
pense” in subsection (6) shall be deemed‘never to have been 
issued and never to have been filed with the Minister where 


Pre-RSC History: Subsec. 66.1(10) added by 1988, c. 55, subsec. 
42(4), applicable after March 1987. 


Pre-RSC History [former subsec. 66.1(10)]:"Former subsec. 
66.1(10) repealed by 1987, c. 46, subsec. 19(4), applicable to taxa- 
tion years ending after February 17, 1987: Subsec. 66.1(10) for- 
merly read: 


(10) Successor — Where a corporation (in this subsection 
referred to as the “‘successor”) acquires a Canadian resource 
property from another person (in this subsection referred to as 
the “predecessor’”), subsection 66.2(3) applies in respect of 
the acquisition and the cumulative Canadian development ex- 
pense of the predecessor determined under clause 
66.2(3)(a)(i)(A) in respect of the successor includes a Cana- 
dian development expense incurred by the predecessor in re- 
spect of an.oil or gas well that would, but for this subsection, 
be deemed by subsection (9) to be a Canadian exploration ex- 
pense incurred by the predecessor at any time after the acqui- 
sition in respect of the well; the following rules apply: 


(a) subsection (9) does not apply. to the predecessor in 
respect of the expense; _ 


(b) an amount equal to the lesser of: 


(1) the amount that would be deemed by, subsection 
(9) to be a Canadian exploration.expense of the pred- 
‘ecessor at that time if that subsection applied in re- 
spect of the expense, and 


(ii) the cumulative Canadian development expense of 
the predecessor as determined under subparagraph 
66.2(3)(a)G) in respect of the successor immediately 
before that time 


Shall be deducted at that time from the cumulative Cana- 
dian development expense of the predecessor-in respect 
of the successor for the purposes of.subparagraph 
66.2(3)(a)(i); and f 


(c) the amount required.by paragraph (b).to. be, deducted 

_ shall be added at that time to the cumulative Canadian 
exploration expense of the predecessor under subpara- 
graph 66.1(4)(a)(i) in respect of the. successor, 


Subsec. 66.1(10) added by 1986, c. 55, subsec. 12(14), applicable 
with respect to expenses incurred after March 1987. 


(11) [Repealed under former Act] 


Pre-RSC History: Subsec. 66.1(11) repealed by 1987, c. 46, sub- 
sec. 19(4), applicable to taxation years ending after February 17, 
1987. Subsec. (11) formerly read: 


-(11) Second successor —.Where a corporation (in this sub- 
section. referred. to as the “second successor’’) acquires a Ca- 
nadian resource property from another corporation (in this 
subsection referred to as the “first successor”) that had ac- 
quired the property from another person (in ‘this: subsection 
referred to as the “predecessor’”), subsection 66.2(4) applies 
in respect of the acquisition and the cumulative Canadian de- 
velopment expense determined under clause 66.2 (4)(a)(i)(A) 
in respect of the second successor includes a Canadian devel- 
opment expense incurred by the predecessor in respect of an 
oil or gas well that would, but for subsection (10), be deemed 
by subsection (9) to be a Canadian exploration expense in- 
curred by the predecessor at any time after the acquisition in 


66.1(6), 248(1);” 
‘penses” — 66(15), 66.1(6.1); “Canadian oil and gas property ex- 
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respect of the well, the following rules apply: 
(a) an,;amount equal to the lesser of 


(i) the amount that would be:deemed by subsection 

(9) to be a Canadian exploration expense of the pred- 

ecessor at that time if that subsection applied in re- 
., spect of the expense, and 


(ii) the cumulative Canadian development expense of 
the predecessor as determined under subparagraph 
~-66.2(4)(a)G) in respect of the ‘second successor im- 
‘mediately before that time 


shall be deducted at that time from the cumulative Cana- 

dian development expense of the predecessor in respect 

of the second successor for the agp of i 
66.2(4)(a)(i)3 and 


(b) the amount required by paragraph (a) to be deducted 
shall be added at that time to the cumulative Canadian 
- exploration expense under subparagraph 66.1(5)(a)(ii) in 
respect of the second successor. 


Subsec..66.1(11) added. by 1986, c. 55, subsec. 12(14), applicable 
with respect.to expenses incurred after March 1987. | 


Related Provisions [s..66.1]: 66(5) — Dealers; 66(18) — Mem- 


‘bers of partnerships; 66.7. — Successor rules; 66.8(1) — Resource 
_ expenses of limited partner; 88(1.5) — Winding-up — parent 


deemed continuation of subsidiary; 127.52(1)(e) — Limitation on 
deduction for minimum tax purposes. - 


Pre-RSC History [s. 66.1]: S. 66.1 added by 1974-75-76, c. 26, s. 
36, applicable to taxation years ending after May 6, 1974. 


Selected Cases [s. 66.1]: Central Supply. Company (1972) Ltd. 
v. Canada, [1995] 2:C.T.C. 2320. (TCC) (Language of legislation 
clear; no need to resort to “spirit”); Oro Del Norte S.A. v. Canada, 
[1993] 1 C.T.C. 245 (FCTD) (Exploration, drilling and tunnelling 
expenses were “Canadian exploration expenses’). 


Definitions [s. 66.1]: “amount” — 248(1); “assistance” — 
66(15), 66.1(6.1), 79(4), 125.4(5), 248(16), 248(18); “Canada” — 
255, Interpretation Act 8(2.1), (2:2); “Canadian' development ex- 
pense” — 66.2(5), 248(1); “Canadian exploration expense” — 
“Canadian exploration and development ex- 


— 66.4(5), 248(1); “Canadian renewable and conservation 
— 248(1), Interpretation Act 


pense” 
expense” — 66.1(6);: “corporation” 
35(1); “cumulative Canadian development expense” — 66.1(6.1), 
66.2(5);, “expense” — 66(15), 66.1(6.1); “fiscal period”, — 248(1), 
249(2), 249.1; “mineral resource”, “Minister” — 248(1); “oil or gas 
well” — 248(1); “outlay” — 66(15), 66.1(6.1); “person”, “pre- 
scribed” — 248(1); “principal-business corporation” — 66(15), 
66.1(6.1); “property “regulation”, “share” — 248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “writing” — Interpretation Act 
35(1): it 


66.2 (1) Amount to be included in income — 
There shall be included in computing the amount re- 
ferred to in paragraph 59(3.2)(c) in respect of a tax- 


payer for a taxation year the amount, if any, by 


which the total of 


(a) all amounts referred to in the descriptions of E 
to O in the definition “cumulative Canadian de- 
velopment expense” in subsection (5) that are de- 
ducted in computing the taxpayer’s cumulative 
Canadian development expense at _ end of 
year, and 


(b) the amount that is designated by the taxpayer 
for the year under subsection 66(14.2) 
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exceeds the total of 


(c) all amounts referred to in the descriptions of 
A to D.1 in the definition “cumulative Canadian 
development expense” in subsection (5) that are 
included in computing the taxpayer’s cumulative 
Canadian development expense at the end of the 
year, and 


(d) the total determined under subparagraph 
66.7(12.1)(b)(i) in respect of the taxpayer for the 
year. 


Related Provisions: 59(3.2)(c) —Income inclusion; 66(11.4) — 
Change of control; 66.7(12) — Reduction of Canadian resource ex- 
penses; 104(5.2) — Rules for trusts; 115(1)(a)(ii.1) — Non-resi- 
dent’s taxable income earned in Canada. See additional Related pro- 
visions and Definitions at end of s. 66.2. 


History: Subsec, 66.2(1) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 40(1), applicable to taxation years ending after Febru- 
ary 17, 1987, except that with respect to such taxation years com- 
mencing before February 18, 1987, the reference to “D.1” in para. 
(c) shall be read as a reference to “C”. Subsec. (1) formerly read: 


66.2 (1) A taxpayer shall include, in computing the amount 
referred to in paragraph 59(3.2)(c), the amount, if any, by 
which 


(a) the total of 


(i) all amounts referred to in the descriptions of E to 
O in the definition “cumulative Canadian develop- 
ment expense” in subsection (5) that would be taken 
into account in computing the taxpayer’s cumulative 
Canadian development expense at the end of the 
year, and Gib 


(11) the amount that is designated for the year under 
subsection 66(14.2) 


exceeds 


(b) the total of all amounts referred to in the descriptions 
of A to C in the definition “cumulative Canadian devel- 
opment expense” in subsection(5) that.would be taken 
into account in computing the taxpayer’s cumulative Ca- 
nadian development expense at the end of the year. 


Pre-RSC History: Subpara. 66.2(1)(a)(i) amended by 1987, c. 46, 
subsec. 20(1), to substitute ““(5)(b)Gv) to (xii) for “(5)(b)(iv) to 
(xii)”, applicable to taxation years ending after February 17, 1987. 


Para. 66.2(1)(a) substituted by 1986, c. 2, subsec. 18(1), applicable 
to 1985 et seq. Para. (a) formerly read: 


(a) the aggregate of all amounts referred to in subparagraphs 
(5)(b)(Gv) to (xi) that would be taken into account in comput- 
ing his cumulative Canadian development expense at the end 
of the year - 


Para. 66.2(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 35(1), 
applicable to taxation years ending after December 11, 1979, to sub- 
stitute “(xi)” for “(ix)”. 


Interpretation Bulletins: [T-125R4: Dispositions of resource 


properties. 


(2) Deduction for cumulative Canadian 
development expenses — A taxpayer may de- 
duct, in computing the taxpayer’s income for a taxa- 
tion year, such amount as the taxpayer may claim not 
exceeding the total of 


(a) the lesser of 
(i). the total of 
(A) the taxpayer’s cumulative Canadian 
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development expense at the end of the 
year, and 


(B) the amount, if any, by which 


(1) the total determined under subpara- 
graph 66.7(12.1)(b)(@) in respect of the 
taxpayer for the year 


exceeds 


(II) the amount that would, but for par- 
agraph (1)(d), be determined under sub- 
section (1) in respect of the taxpayer 
for the year, and 


(ii) the amount, if any, by which the amount 
determined under subparagraph 66.4(2)(a)(ii) 
exceeds the amount determined under subpar- 
agraph 66.4(2)(a)(i), 


(b) the lesser of 


(i) the amount, if any, by which the amount 
determined under subparagraph (a)(i) exceeds 
the amount determined under subparagraph 
(a)(i), and 


(i1) the amount, if any, by which the total of 
all amounts each of which is 


(A) an amount included in the taxpayer’s 
income for the year by virtue of a disposi- 
tion in the year of inventory described in 
section 66.3 that was a share, any interest 
therein or right thereto, acquired by the 
taxpayer under circumstances described in 
paragraph (g) of the definition “Canadian 
development expense” in subsection (5) or 
paragraph (i) of the definition “Canadian 
exploration expense” in_ subsection 
66.1(6), or 


(B) an amount included by virtue of para- 
graph 12(1)(e) in computing the taxpayer’s 
income for the year to the extent that it re- 
lates to inventory described in clause (A) 


exceeds 


(C) the total of all amounts deducted as a 
reserve by virtue of paragraph 20(1)(n) in 
computing the taxpayer’s. income, for the 
year to the extent that the reserve relates to 
inventory described in clause (A), and 


(c) 30% of the amount, if any, by which the 
amount determined under subparagraph (b)(i) ex- 
ceeds the amount determined under subparagraph 
(b)(i). . 
Related Provisions: 66(13.1)— Short taxation year; 
110.6(1)“investment expense”’(d) — effect of claim under 66.2(2) 


on capital gains exemption. See additional Related provisions and 
Definitions at end of s. 66.2. 


History: Subpara. 66.2(2)(a)(i) substituted by 1994, c. 7, Sch. I 
(1991, c. 49), subsec. 40(2), applicable to taxation. years ending af- 
ter February 17, 1987. Subpara. (a)(i) formerly read: 


(i) the amount of the taxpayer’s cumulative Canadian devel- 
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opment expense at the end of the year, and 


Pre-RSC History: Subsec. 66.2(2) substituted by 1980-81-82-83, 
c. 48, subsec. 35(2), applicable to taxation years ending after De- 
cember 11, 1979. Subsec. (2) formerly read: 


(2) A taxpayer may deduct, in computing his income for a 
taxation year, such amount as he may claim not exceeding the 
aggregate of 


(a) the lesser of 


(i) the amount of his Nae he Canadian develop- 
ment expense at the end of the year, and 


(ii) the amount by which the aggregate of 


(A) any amount included in his income for the 
year by virtue of the sale of inventory of the tax- 
payer described in section 66.3, and 


(B) any amount included by virtue of paragraph 
12(1)(e) in computing his income for the year to 
the extent that that amount relates to inventory 
described in section 66.3 


exceeds 


(C) any amount deducted as a reserve by virtue 
of paragraph 20(1)(n) in computing his income 
for the year to the extent that that reserve relates 
to inventory described in section 66.3, and 


(b) 30% of the amount, if any, by which the amount de- 
termined under subparagraph (a)(i) exceeds the amount 
determined under subparagraph (a)(11). 


Subsec. 66.2(2) substituted by 1976-77, c. 4, subsec. 25(1), applica- 
ble to taxation years ending after May 25, 1976. Subsec. (2) for- 
merly read: 


(2). A taxpayer may deduct, in computing his income for a 
taxation year, such amount as he may claim not exceeding 
30% of his cumulative Canadian development expense at the 
end of the year. 


interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


Advance Tax Rulings: ATR-59: Financing exploration and de- 
velopment through limited partnerships. 


(3) [Repealed under former Act] 


History: Subsec. 66.2(3) repealed by 1987, c. 46, subsec. 20(2), 
applicable to taxation years ending after February 17, 1987. Subsec. 
(3) formerly read: 


(3) Successor corporation’s Canadian development ex- 
pense — Where a corporation (in this subsection referred to 
as the. “successor corporation”) has at any time after May 6, 
1974 acquired, by purchase, amalgamation, merger, winding- 
up or otherwise (other than pursuant to an amalgamation that 
is described in subsection 87(1.2) or a winding-up to which 
the rules in subsection :88(1) apply), from another person (in 
this subsection referred to, as the “predecessor’) all or sub- 
stantially all of the Canadian resource properties of the prede- 
cessor and (except in the case of an amalgamation or a wind- 
ing-up) the predecessor and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans-’ 
action to which the election relates occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this Part for a taxation year such amount as it 
may claim not exceeding the lesser of 


(a) 30% of the amount by which 
(i) the amount, if any, by which 


(A) the cumulative Canadian development. ex- 
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pense of the predecessor, determined. at the time 
immediately after the properties. were so ac- 
quired by the successor corporation, to the extent 
that it has not been 


(1) deducted by the successor corporation in 
computing its income for a preceding taxa- 
tion year, 


(II) deducted by the predecessor in comput- 
ing his income for any taxation year, or 


. (III) designated by the predecessor pursuant 
to subsection 66(14.2) for any taxation year 


exceeds 


(B) any amount required to. be. deducted. under 
paragraph 66.1(10)(b) in respect.of the successor 
corporation at any time before the end of the 
year, 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount that became receivable by the successor cor- 
poration in the taxation year or a preceding taxation 
year, is included in the amount determined under 
clause (5)(b)(v)(A) and may reasonably, be regarded 
as attributable to the disposition by. the successor 
corporation of any property owned. by the predeces- 
sor immediately before the acquisition thereof by the 
successor corporation, and 


(b) the amount that is equal to such part of its income for: 
the year, if no deduction were allowed under this section, 

section: 65, 66; or. 66.1 or the Income Tax. Application 
Rules, 1971 in respect of this paragraph (minus. the de- 
ductions allowed for the year by subsection (4) and sec- 
tions 112 and 113), as may reasonably be regarded:as)at- 
_tributable to. 


(i) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor had, immediately before the acquisition 
by the successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove min- 
etals, and 


(ii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by. subsection: 59(2) to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the predecessor’s: income and deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to have been deducted 
by the successor corporation as a reserve in com- 
puting its income for a preceding year, — 


exceeds the aggregate of amounts, if any, deducted 
in computing the successor corporation’s income for 
the year by. virtue of subsection 64(1),-(1.1) or (1.2) 
in respect, of dispositions of property by the 
predecessor; 


and, in respect of any expense included in the cumulative Ca- 
nadian development expense referred to in clause (a)(@i)(A), 
no deduction may be made under this section by the prede- 
cessor in computing his income for a taxation year subse- 
quent to his taxation year in which the property so acquired 
was acquired by the successor corporation. 


Subpara. 66.2(3)(a)(i). substituted, and all that portion of subsec. 
66.2(3) following para. (b) amended to substitute “clause (a)(i)(A)” 
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for “subparagraph (a)(i)”, by 1986, c. 55, subsecs. 13(1), (2), appli- 
cable with respect to expenses incurred after March 1987. Subpara. 
(a)(i) formerly read: 


(i) the cumulative Canadian development expense of the 
predecessor, ‘determined at the time immediately after the 
properties were so acquired by the successor corporation, to 
the extent that it has not been deducted by the successor cor- 
poration in computing its income for a preceding taxation 
year and has not been deducted by the predecessor in comput- 
ing his income for any taxation year or designated by the 
predecessor pursuant to subsection 66(14.2) for any taxation 
year, 


Subpara. 66.2(3)(a)(i) amended by 1986, c. 2, subsec. 18(2), to sub- 
stitute “the properties were so acquired” for “the property so ac- 
quired was’ acquired” and to add “or designated by the predecessor 
pursuant to‘subsection 66(14.2) for any taxation year”, applicable to 
1985 et seq. 


Subpara. 66.2(3)(b)(i) substituted by 1986, c. 2, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985 to add “natural 
accumulations thereof or from oil or gas”. 


All that portion of subsec. 66.2(3) preceding para. (a) substituted by 
1985, c. 45, subsec. 30(1), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985 the 
reference to “Canadian resource properties of the predecessor” shall 
be read as'a reference to “property of the predecessor used by him 
in carrying on in Canada such of the businesses described in any of 
subparagraphs 66(15)(h)(i) to (vii) as were’ carried on by. him”. That 
portion of subsec. (3) formerly. read: 


(3) Successor corporation’s Canadian development ex- 
pense — Where a corporation (in this subsection referred to 
as the “successor corporation”) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another person (in this subsection referred to as the 
“predecessor’) all or substantially all of the property of the 
predecessor used by him in carrying on in Canada such of the 
businesses described in any of subparagraphs 66(15)(h)(i) to 
(vii) as were carried on by him, and (except in. the case of an 
amalgamation or a winding-up) the predecessor and the suc- 
cessor corporation have jointly elected in prescribed form on 
or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year, such 
amount as it may claim ‘not exceeding the lesser of 


Subpara. 66.2(3)(a)(ii) substituted by 1985, c. 45, subsec. 30(2), ap- 
plicable with respect to dispositions occurring in taxation years 
commencing after 1984. Subpara. (a)(11) formerly read: 


(ii) the aggregate of all amounts each of which is an amount 
that became receivable by the successor corporation in the 
taxation year or in a preceding taxation year, that is required 
to be included in the amount determined under clause 
66.2(5)(b)(v)(A) by virtue of subsection 59(1.1) or paragraph 
59(3.1)(a) and that may reasonably be regarded as attributable 
to the disposition by the successor corporation of any prop- 
erty owned by the predecessor immediately before the acqui- 
sition thereof by the successor corporation, and 


Cl. 66.2(3)(b)(@1)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete a reference to subsection’ 59(2.1), applicable to taxation years 
commencing after 1984. 


All that portion of subsec. 66.2(3) preceding para. (b), all that por- 
tion of subsec. 66.2(3) following para. (b) substituted; subsec. 
66.2(3) amended by substituting “predecessor” and “predecessor’s” 
for “predecessor corporation” and “predecessor corporation’s” 
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wherever those expressions appeared, by 1984, c. 1, subsecs. 29(1), 


' (2), (4), applicable with respect to acquisitions of property "by a suc- 


cessor corporation from a predecessor after April 19, 1983. That 


| portion of subsec. 66.2(3) preceding para. (b), that portion following 


para. (b) formerly read: 


(3) Successor corporation’s Canadian development ex- 
pense — Where a corporation (in this subsection referred to 
as the “successor corporation”) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“predecessor corporation’’) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it, and (ex- 
cept in the case of an amalgamation or a winding-up) the 
predecessor corporation and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 
action to which the election relates occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this Part for a taxation year, such amount as it 
may claim not exceeding the lesser of 


(a) 30% of the amount by which 


(i) the cumulative Canadian development expense of 
the predecessor corporation determined at the time 
immediately after the property so acquired was ac- 
quired by the successor corporation to the extent it 
has not been deducted by the predecessor corporation 
in computing its income for any taxation year and 
has not been deducted by the successor corporation 
in computing its income for a previous taxation year, 


exceeds 


(ii) the aggregate of all amounts each of which was 
an amount that became receivable in the taxation 
year or in a previous taxation year by the successor 
corporation, that are required to be included inthe 
amount determined under clause 66.2(5)(b)(v)(A) by 
virtue of subsection 59(1.1) or paragraph 59(3.1)(a) 
and that may reasonably be regarded as attributable 
to the disposition by the successor corporation of any 
property owned by the predecessor corporation im- 
mediately before the acquisition thereof by the suc- 
cessor corporation, and 


and, in respect of any expense included in the cumulative Ca- 
nadian development expense referred to in subparagraph 
(a)(i), no deduction may be made under this section by the 
predecessor in computing his income for a taxation year sub- 
sequent to his taxation year in which the property so acquired 
was acquired by the successor corporation. 


All that portion of subpara. 66.2(3)(b)(ii) following cl. (B) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 35(3), applicable to taxation 
years ending after December 11, 1979, to add reference to subsec. 
(1.2) 


Subsec, 66.2(3) substituted by 1979, c. 5, subsec. 21(1), applicable, 
as to para. 66.2(3)(a), to 1977 et seq., as to para. 66.2(3)(b), to.1979 
et seq., and with respect to the election referred to in’ subsec. 
66.2(3), with respect to acquisitions of property after November 16, 
1978. Subsec. (3) formerly read: 


(3) Where a corporation (in this subsection referred to as the 
“successor Corporation”) has, at any time after May 6, 1974, 
acquired, by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the 
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“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it, there may 
be deducted by the successor corporation in computing its in- 
* come under this’ Part for a taxation year, such amount as ‘it 
a claim not exceeding the lesser of 


(a) 30% of the cumulative Canadian development ex- 


pense of the, predecessor corporation, determined at the, 
time immediately after the property so acquired was ac-_ 
quired by the successor corporation, to the extent that it. 
has not been deducted by the successor corporation in 


computing its income for.a previous taxation year and 


has not been deducted by the predecessor corporation in 


computing its income for any taxation year, and 


“(b) the amount that is equal to such part of its income for 
~ the year, if no deduction were allowed under this section, 
_. section 65, 66 or 66.1 or the Income Tax Application 
Rules, 1971, in respect of this paragraph (minus the de- 
ductions allowed for the year by subsection (4) and sec- 

_ tions 112 and 113, as may reasonably be regarded as at- 
tributable to 


(i) the disposition of any property described in any of 
subparagraphs 66(15)(c)(@) to (vi) owned by the 


S.-66.2(4) 


an amount that is equal:to the lesser of « 


(c) 30% of the amount of such cumulative Canadian de- 
velopment expense, and 


(d)such part of its.income for the year if' no deduction 
. were allowed under this section, section 65 or the Income 
Tax Application Rules, 1971; in respect of this paragraph 
(minus any deductions allowed for :the year by sections 
66; 66.1, 112,and)113 and the provisions of the Income 
Tax Application Rules, 1971 allowing a deduction for the 
purposes of this. paragraph), as may reasonably be re- 
. garded as attributable to the production of petroleum or 
| natural gas) from wells, or the production-of minerals 
from mines, situated.on property in Canada from which 
the predecessor corporation had, immediately before the 
acquisition by the successor corporation of the property 
so acquired, a right to take or remove petroleum or natu- 
_ ral gas or a right. to take or remove minerals; 


and, in respect of any such expense included in the amount of 
such cumulative Canadian development expense, no. deduc- 
tion may be made under this section by the predecessor cor- 


poration in computing its income for a taxation year subse- 


quent to its taxation year in which the property so acquired 
was acquired by the successor corporation. 


(4) [Repealed under former Act] 


History: Subsec. 66.2(4) tepealed by 1987, c. 46, subsec. 20(2), 
_ applicable to taxation years ending after February 17, 1987. Subsec. 
66.2(4) formerly read: 


. predecessor corporation immediately before the ac- 
quisition by the successor sarporanion of the Property 
. $0 acquired, and 


(ii) the production of petroleum or natural gas from 

wells, or the production of minerals from mines, situ- 

ated on property in Canada in respect of which the 
“predecessor corporation had, immediately before the 

acquisition by the succéssor corporation of the prop- 

erty so acquired, an interest or a right to take or re- 

move petroleum or natural gas ora dhl to take or 
“remove minerals; 


and, in respect of any expense included in the cumulative 


© Canadian development expense referred to in paragraph - 


(a), no deduction may be made under this section by the 
predecessor corporation ‘in computing its income for a 
taxation year subsequent to its taxation year in which the 
property so acquired was gcapired by the successor 
corporation. 


Subsec. 66. 2(3) substituted by 1977-78, c. 1, subsec. 31(1), applica- 
ble to 1977 et seg. Subsec. (3) formerly read: 


(3) Where a corporation (in this subsection referred to as the 
“successor corporation’’) has, at any time after May 6, 1974, 
acquired by purchase: or otherwise: (including an acquisition 
as a result of an amalgamation described in: subsection 87(1)) 
from another corporation (in this subsection referred to as the 
“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 


its business in Canada, there may be deducted by the’succes-' 
sor corporation, in computing its income under this Part for a ° 
taxation year, in respect of the cumulative Canadian develop- ° 


ment expense incurred by the predecessor corporation, to the 
extent that such expense. 


(a) was deductible but not deducted by the successor cor- 

‘poration in computing its income for a previous taxation 
year, and was not deducted by the predecessor corpora- 
tion in computing its income for the taxation year in 
which the property so acquired was acquired by the suc- 
cessor corporation or its income for a previous taxation 
year, and 


(b) would have been deductible by the predecessor cor- 
poration in computing its income for. the taxation year in 
which the property so acquired was acquired ot the suc- 
cessor corporation, 


(4) Second successor + corporation's Canadian 
development expense — Where a corporation (in this sub- 
section referred to as the “second successor corporation”) has 
at any time after May 6, 1974 acquired, by purchase, amalga- 
mation, merger, winding-up or otherwise (other than pursuant 
to an amalgamation that is described in subsection 87(1.2) or 


‘a winding-up. to,.which the rules in subsection 88(1) apply), 
- from another, corporation (in this subsection referred to as the 


“first. successor,corporation’’). that. was..a. successor corpora- 
tion, within. the meaning of,subsection (3), all or substantially 
all of the Canadian resource properties°of the first successor 
corporation and (except in the, case of an-amalgamation or a 
winding-up)) the. first. successor corporation. and the second 
successor corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the second successor corpo- 
ration in computing its income under this Part for a taxation 
year such amount as it'may claim not exceeding the lesser of 


(a) 30% of the amount by which 
(i) the amount, if any,. by mies 


(A) the amount, if any, by Shion the amount de- 
termined'under subparagraph (3)(a)(i) in respect 
of the, first successor corporation, immediately 
after the property so acquired was. acquired by 
the second successor corporation. exceeds the 
amount determined under subparagraph (3)(a)(ii) 
in respect of the first successor corporation at 
that time to the extent that it has not been de- 
ducted by the first successor corporation in com- 
puting its income for any taxation year and has 
not been deducted by the second successor cor- 
poration in computing its income for a preceding 
taxation year 


exceeds 


(B) any amount required to be deducted under 
paragraph 66.1(11)(a):in respeet of the second 
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successor corporation at:any time before the end 
of the year 


income for a preceding taxation year: 


) Subpara. 66.2(4)(b)(i) amended by 1986, c. 6, subsec. 31(2), to add 
“natural accumulations thereof or from oil or gas”, applicable to 
taxation years ending. after March 1985. 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount that became receivable in the taxation year 
or a preceding taxation year by the second successor 
corporation, is included in the amount determined 
under clause (5)(b)(v)(A) and may reasonably be re- 
garded as attributable to the disposition by the sec- 
ond successor corporation of any property owned by 
the predecessor of the first successor corporation im- 
mediately before the acquisition thereof by the first 
successor corporation, and 


All that portion of subsec. 66.2(4) preceding para. (a) aibauuiied by 
1985, c. 45, subsec. 30(3), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985 the 
reference to “Canadian resource properties of the first successor 
corporation” shall be read as a reference to “property of the first 
_ successor corporation used by it in carrying on in Canada such of 
the businesses described in any of subparagraphs 66(15)(h)(i) to 
_ (vii) as were carried on by it”. That portion of subsec. 66.2(4) for- 


(b) the amount that is equal to such part of its income for merly read: 


the year, if no deduction were allowed under this section, (4). Second successor corporation’s Canadian 


section 65, 66 or 66.1 or the Income Tax Application 
Rules, 1971 in respect of this paragraph (minus the de- 
ductions allowed for the year by sections 112 and 113), 
as may reasonably be regarded as attributable to 


(i) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 


predecessor of the first successor corporation had, | 


immediately before the acquisition by the first suc- 
cessor corporation of the property so acquired by the 
second successor corporation, an interest or a right to 
take or remove petroleum or natural gas or a right to 
take or remove minerals, and 


(11) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to. be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the income of the predecessor of the first 


development expense — Where a corporation (in this sub- 
section referred to as the “second successor corporation”) has, 
at any time after May 6, 1974, acquired, by purchase or other- 
wise (including an acquisition as a result of an amalgamation 
described in section 87), from another corporation (in this 
subsection referred to as the “first successor corporation”) 
that was a successor corporation within the meaning of sub- 
section (3), all or substantially all of the property of the first 


‘successor corporation used by it in carrying on in Canada 


such of the businesses described in any of subparagraphs 
66(15)(h)(4) to (vii) as were carried on by it and (except in the 
case of an amalgamation or a winding-up) the first successor 
corporation and the second successor corporation have jointly 
elected in prescribed form on or before the day that is the 
earlier of the days on. or before which either taxpayer making 
the election.is required to file a return, of income pursuant to 
section 150. for the taxation, year in which the transaction to 


which the election relates occurred, there may be deducted by 
the second successor corporation in computing its income 


under this Part for a taxation year, such amount.as it may 
claim not exceeding the lesser of 


All that portion of para. 66,2(4)(a) preceding, subpara. (ii) substi- 
tuted by 1985, .c. 45, subsec. 30(4), applicable to taxation years end- 
ing after 1984. That portion of para. 66.2(4)(a) formerly read: 


successor corporation and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and para- 
graph 88(1)(e.2) to have been deducted by the 


second successor corporation as a reserve in 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the second successor 
corporation for the year by virtue of subsection 
64(1), (1.1) or (1.2) in respect of dispositions of 
property by the predecessor of. the first successor 
corporation; 


and, in respect of any expense included in the amount re- 
ferred to in clause (a)(i)(A), no deduction may be made 


(a) 30% of the amount by which the 


(i) cumulative Canadian development expense. of the 
predecessor referred to in subparagraph (3)(a)(i) deter- 
mined at the time immediately after the property so ac- 
quired was acquired by the first successor corporation to 
the extent it has not been deducted by the first successor 
corporation in:computing its income for any taxation year 
and has not been deducted by the second successor cor- 
“poration in computing its income for a previous taxation 
year, yak 


under this section by the first successor corporation in 
computing its income for a taxation year subsequent to its 
taxation year in which the property so acquired was ac- 
quired by the second successor corporation. 


Subpara. 66.2(4)(a)(i) substituted, and all that portion of subsec. 
66.2(4) following para. (b) amended to substitute “clause (a)(i)(A)” 
for “subparagraph (a)(1)”, by 1986, c. 55, subsecs. 13(3), (4), appli- 
cable with respect to expenses incurred after March 1987. Subpara. 
66.2(4)(a)(i) formerly read: 


(i) the amount, if any, by which the amount determined under 
subparagraph (3)(a)(i) in respect of the first successor corpo- 
ration immediately after the property so acquired was ac- 
quired by the second successor corporation exceeds the 
amount determined under paragraph (3)(a)(ii) in respect of 
the first successor corporation at that time, to the extent it has 
not been deducted by the first successor corporation in com- 
puting its income for any taxation year and has not been de- 
ducted by the second successor corporation in computing its 


exceeds 


Subpara. 66.2(4)(a)(ii) substituted by 1985, c. 45, subsec. 30(5), ap- 
plicable with respect to. dispositions occurring in taxation years 
commencing after 1984. Subpara. 66.2(4)(a)(ii) formerly read: 


(ii) the aggregate of all amounts each of which was an 
amount that became receivable in the taxation year or in a 
previous taxation year by the second successor corporation, 
that are required to be included in the amount, determined 
under clause 66.2(5)(b)(v)(A) by virtue of subsection 59(1.1) 
or paragraph 59(3.1)(a) and that may reasonably be regarded 
as attributable to the disposition by the second successor cor- 
poration of any property owned by the predecessor of the first 
successor corporation immediately before the acquisition 
thereof by the second successor corporation, and 


Cl. 66.2(4)(b)(ii)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 
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Subsec. 66.2(4) amended by 1984, c. 1, subsec..29(4), applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983, to substitute “predecessor” 
and “‘predecessor’s” for “predecessor corporation” and “predecessor 


corporation’s’”’ wherever those expressions appeared. 


All that portion of subpara. 66.2(4)(b)(i1) following cl. (B) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 35(4), applicable to taxation 
years ending after December 11, 1979, to add reference to subsec. 
(1.2). 


Subsec. 66.2(4) substituted by 1979, c. 5, subsec. 21(1), applicable, 
as to para. 66.2(4)(a), to 1977 et seq., as to para. 66.2(4)(b), to, 1979 
et seq., and with respect to the election referred. to in. subsec. 
66.2(4), with respect to acquisitions of property after November 16, 
1978. Subsec. 66.2(4) formerly read: 


(4) Where a corporation (in this subsection referred to as. the 
“second successor corporation”) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to. as, the 
“first successor corporation’’) that was a successor corpora- 
tion within the meaning of subsection (3), all or substantially 
all of the property of the first successor corporation used by it 
in carrying on in Canada such of the businesses described in 
any of subparagraphs 66(15)(h)() to (vii) as were carried on 
by it, there may be deducted by the second successor corpora- 
tion in computing its income under this Part for a taxation 
year, such amount as it may claim not exceeding the lesser of 


(a) 30% of the cumulative Canadian development ex- 
pense of the predecessor corporation referred to in para- 
graph (3)(a), determined at the time immediately after the 
property so acquired was acquired by the first successor 
‘corporation to the extent that it has not been deducted by 
the second successor corporation in computing its income 
for a previous taxation year and has not been deducted by 
the first successor corporation in computing its income 
for any taxation year; and 


(b) the amount that .is.equal to. such part of its income for 
the year, if no deduction were allowed under this section, 
section 65, 66 or 66.1 or the Income Tax Application 
Rules, 1971 in respect of this paragraph (minus the de- 

_ ductions allowed for the year by sections 112:and 113), 
as may reasonably be regarded as attributable to 


(i) the disposition of any property described.in any of 
subparagraphs 66(15)(c)(i) to (vi) owned. by the 
predecessor of the first successor corporation, within 
the meaning of subsection (3), immediately before 
the acquisition by the first successor corporation of 
the property so acquired by the second: successor cor- 
poration, and 


(ii) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation, within 
the meaning of subsection (3), had, immediately 
before the acquisition by the first successor corpora- 
tion of the property so acquired by the second suc- 
cessor corporation, an interest or a right to take or 
remove petroleum or natural gas or a right to take or 
remove minerals; 


and, in respect of any expense included in the amount re- 
ferred to in paragraph (a), no deduction may be made under 
this section by the first successor corporation in computing its 
income for.a taxation year subsequent to its taxation year in 
which the property so acquired was acquired by. the second 
successor corporation. 


Subsec, 66.2(4) substituted by 1977-78; c. 1, subsec. 31(1), applica- 


S. 66.2(5) Can 


ble to 1977 et seq. Subsec. 66.2(4) formerly read: 


(4) Where a corporation (in this subsection sehen to as the 
“second successor corporation’”’).has, at any. time, after May 6, 
1974, acquired by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in subsection 
87(1)) from a corporation (in this subsection referred to as the 
“first successor corporation”) that was a successor corpora- 
, tion within the meaning of subsection (3), all or substantially 
all of the property of the first successor corporation used by it 
in carrying on in Canada its business, there may be deducted 
by the second successor corporation, in computing its income 
under this Part for a taxation year, in respect of the cumula- 
tive:Canadian development expense. referred to in paragraph 
(3)(a) for the purpose of determining the deduction allowable 
to the first successor corporation under subsection (3) in com- 
puting its income for a previous taxation year, to the extent 
that such expense 


(a) was not deducted by the second successor corporation 
or any other corporation in computing its income for a 
previous taxation year, and-was not deducted by the first 
successor corporation in computing its income for the 
taxation year in which the property so acquired was ac- 
quired by the second successor corporation, and 


'(b) would, but for paragraph (3)(b), have been deductible 
by the first successor corporation in computing its in- 
come for the taxation year in which the. property. so ac- 
quired was acquired by the second. successor corporation, 


an amount that is equal to the lesser of 


(c) 30% of the amount of the aggregate referred to in par- 
agraph (a), and 


(d) such part of its income for the year if. no deduction 
were allowed under this section, section 65 or the Income 
Tax Application Rules, 1971 in respect of this paragraph 
(minus any deductions allowed for the year by sections 
66, 66.1, 112 and 113 and the provisions of the Income 
Tax Application Rules, 1971 allowing a deduction for the 
purposes of this paragraph) as may reasonably be re- 
garded as attributable to the production of petroleum or 
natural gas from wells, or the production of minerals 
from mines, situated on property in Canada from which 
the predecessor of the first successor corporation within 
the meaning of subsection (3) had, immediately before 
the acquisition by the’ first successor corporation of the 
property so, acquired by the second successor corpora- 
tion, a right to take or remove petroleum or natural gas or 
a right to take or remove minerals; 


and, in respect of the aggregate referred to in paragraph (a), 
no deduction may be made under this section by the first suc- 
cessor corporation in computing its income for a taxation year 
subsequent to its taxation year in which. the property so. ac- 
quired was acquired by the second successor corporation. 


(5) Definitions — In this section, 


Related Provisions: 66(15.1) — Application ‘of subsecs. 66.1(6), 
66.2(5), 66.4(5) and 66.5(2); 66.1(6.1) —- are of subsecs. 
66(15), 66.2(5) and 66.4(5). 


Pre-RSC History: The opening words also referred to ss. 66 and 
66.1.,See now subsecs. 66(15.1) and 66.1(6.1). 


“Canadian development expense” of a taxpayer 


means any cost or expense incurred after May 6, 


1974 that is . . 
(a) any expense incurred by the taxpayer in 


(i) drilling or converting a well in Canada for 
the disposal of waste liquids from an. oil or 
gas well, 
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(ii) drilling or completing an oil or gas well in 
Canada, building a temporary access road to 
the well or preparing’a site in respect of the 
‘well, to the extent that the expense was not a 
Canadian exploration expense of the taxpayer 
in the taxation year in which it was incurred, 


(iii) drilling or converting a well in Canada for 
the injection of water, gas or any other sub- 
stance to assist in the recovery of petroleum or 
natural, gas from another well, 


(iv) drilling for water or gas in Canada for in- 
jection into a petroleum or natural gas forma- 
tion, or 


(v) drilling or converting a well in Clandda for 
the purposes of monitoring fluid levels, pres- 
sure changes: or other phenomena in an ac- 
cumulation of petroleum or natural gas, 


(b).any expense incurred by the taxpayer in drill- 
ing or recompleting an oil or gas well in Canada 
after the commencement. of production from the 
well, 


(c) any expense incurred by the taxpayer before 
November 17, 1978 for the purpose of bringing a 
mineral resource in Canada into production and 
incurred prior'to the commencement of produc- 
tion from the resource in reasonable commercial 
quantities, including | 
(i). clearing, removing overburden and strip- 
ping, and. 
(ii) sinking a mine shaft, constructing an adit 
or other underground entry, 
(d) any expense (other than an amount included 
in the capital cost of depreciable’ property) in- 
curred by the taxpayer after 1987 


(i) in sinking or excavating a mine-shaft, main 
haulage way or similar underground work de- 
signed for continuing use, fora minein a min- 
eral resource in Canada built or excavated af- 
ter the mine came into production, or 


_, (ii) in extending any such shaft, haulage way 
or work, 
(e) notwithstanding paragraph 18(1)(m), the cost 
to the taxpayer of any property described in para- 
graph (b), (e) or (f) of the definition “Canadian 
resource property” in subsection 66(15). or,.any 
_right to. or,interest in such property (other than 
such a right or interest that the taxpayer*has. by 
virtue of. being a beneficiary of a trust) but: not 
including any payment made ‘to any of, the: per- 
sons referred to in any of subparagraphs 
18(1)(m)(@) to (iii) for the preservation of a tax- 
payer’s rights in respect of a Canadian resource 
property nor a payment to which paragraph 
18(1)(m) applied by’ virtue ‘of ip pied igre art 
18(1)(m)(v), 
(f) subject to section 66.8, the eleepayer’ s share of 
any expense referred to in any of paragraphs (a) 
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to (e) incurred by a partnership in‘a fiscal period 
thereof at the end of which the taxpayer was a 
member of the partnership, unless the taxpayer 
elects in respect of the share in. prescribed form 
and manner on or before the day that is 6 months 
after the taxpayer’s taxation yee in which that 
period ends, or 


(g) any cost or expense referred to in any of 
paragraphs (a) to (e) incurred by the taxpayer 
pursuant to an agreement in writing with a corpo- 
ration, entered into before 1987, under which’ the 
taxpayer incurred the cost or expense solely as 
consideration for shares, other than prescribed 
shares, of the capital stock of the corporation is- 
sued to the taxpayer or any interest in such shares 
or right thereto, 


but, for greater certainty, shall not include 
(h) any consideration. given by the taxpayer for 
any share or.any interest therein or right thereto, 
except as provided by paragraph (g), 
(i) any expense described in paragraph (g) in- 
curred by any other taxpayer to the extent that the 
expense. was, 


(i) by virtue of that satectag a Canadian de- 
velopment expense of that other taxpayer, 

(ii) by virtue of paragraph (i) of the definition 
“Canadian exploration expense” in subsection 
66.1(6),.a Canadian exploration. expense of 
that other taxpayer,.or 

(iii) by virtue of paragraph (c) of the defini- 
tion “Canadian oil and gas property expense” 
in subsection 66.4(5), a Canadian oil and gas 
property expense of that other taxpayer, 


(j) any amount included at any time.in the capital 
cost to the taxpayer of any depreciable property 
of a prescribed class, or 


(k) the taxpayer’s share of any consideration, ex- 
pense, cost or expenditure referred to in any of 
paragraphs (h) to Gj) given or incurred by a 
partnership, 


but any assistance that a taxpayer has received or is 
entitled to receive after May 25, 1976 in respect of 
or related to the taxpayer’s Canadian development 
expense shall not reduce the amount of any of the 
expenses described in any of paragraphs (a) to (g); 
Related Provisions: 13(7,5) — Depreciable. property treatment 
for costs, associated with building roads and similar projects; 
18(1)(m) — Royalties, etc.; 53(1)(e)(vii.1) — Addition to adjusted 
cost. base — partnership interest; 66.2(2) — Deduction for cumula- 
tive Canadian development expenses; 66.2(8) — Presumption; 
66.3 — Exploration and development shares; 248(1)“Canadian de- 


| velopment expense” — Definition applies to entire Act; 248(16) — 


GST input tax credit and rebate deemed to be government assis- 
tance; 248(18) — GST — repayment of input tax credit; Interpreta- 
tion Act 8(2.1), (2.2) — Application to exclusive economic zone 
and continental shelf. See additional Related provisions and Defini- 
tions at end of s, 66.2. ~ 


History: Paras. (j) and (k) added to the definition “Canadian devel- 
opment expense” in subsec. 66.2(5) by 1997, ¢. 25, s. 15, applicable 
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to taxation years that end after December 5, 1996, 


Para. (f) of “Canadian development expense’ in subsec. 66.2(5) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 24, applicable to 


partnership fiscal periods ending after July, 1990, except, that an 


election referred to in the para. that is filed before December 11, 
1993, shall be deemed to have been filed on a ea, basis. Para. (f) 
formerly read: 


(f) subject to’ section 66.8, the taxpayer’s share of any ex- 
pense referred to in any of paragraphs (a) to (e) incurred by a 
partnership in a fiscal period thereof, if, at the end of that pe- 
riod, the taxpayer was a member of the partnership, or 


Pre-RSC History: The definition “Canadian development ex- 
pense’’-was para. 66.2(5)(a)., See Table. of Concordance. 


Subpara. 66.2(5)(a)(ii.1) added by 1988, °c. 55, subsec. 43(1), appli- 
cable with respect to expenses incurred after 1987, other than 
amounts included in the capital cost of depreciable property. 


Subpara. 66.2(5)(a)(iv) amended by 1988, c. 55, subsec. 43(2), to 
add “subject to section 66.8”, applicable after June 17, 1987. 


All that portion of para..66.2(5)(a) preceding: subpara. (i) amended 
by 1986, c. 55, subsec. 13(5),-to substitute “any cost or expense in- 
curred” for ‘ ‘any outlay or expense made or incurred”. 


Cl. 66.2(5)(a)(i)(B) amended by 1986, c..55, subsec. 13(6), to sub- 
stitute “was not.a.Canadian exploration expense of the taxpayer in 
the taxation year in which it was incurred” for “is not a Canadian 
exploration expense”, applicable with respect to expenses incurred 
after March 1987. 


Subpara. 66.2(5)(a)(v) amended by 1986, c. 55, subsec. 13(7), to 
substitute “cost or expense” for “expense” (in two places) and 
“asreement in writing with a corporation, entered into before 1987,” 
for “agreement with a corporation”. 


All that portion of para. 66.2(5)(a) following subpara. (vii) substi- 
tuted by. 1986, .c. 55, subsec. 13(8), applicable with respect to ex- 
penses incurred after December 19, 1986. That portion of para. (a) 
formerly read: 


but no amount of assistance or benefit that a taxpayer has re- 
ceived or is entitled to receive after May 25, 1976 from a 
government, municipality or other public authority in respect 
of or related to his Canadian development expense, whether 
as.a grant, subsidy, forgivable loan, deduction from royalty or 

~ tax, investment allowance or any other form of assistance or 
benefit, shall reduce the amount of any of the expenses de- 
scribed in any’ of subparagraphs (i) to (v); and 


Cl. 66.2(5)(a)(Gi)(E) added by 1985, c. 45, subsec. 30(6), applicable 
with respect to expenses incurred after 1981. 


Subpara. 66.2(5)(a)(iii) substituted by 1985, c. 45, subsec. 30(7), 
applicable with respect to. dispositions occurring in taxation years 
commencing after 1984. Subpara. (a)(iii) formerly read: 


(iii) notwithstanding paragraph 18(1)(m), the cost to him of 
any Canadian resource property described in subparagraph 
66(15)(c)(ii), (v),or (vi) or of any right to (including a right to 
receive. proceeds of disposition in respect thereof) or interest 
in any such property (other than property of a trust), but not 
including any payment made to any of the persons referred to 
in any of subparagraphs 18(1)(m)(i) to (iii) for the preserva- 
tion of a taxpayer’s rights in respect of a Canadian resource 
property ora property. that, would have been. a Canadian re- 
source property if it had been acquired by the taxpayer after 
1971, and not including a payment to which paragraph 
18(4)(m) applied by-virtue of subparagraph (v) thereof, 


Cl. 66.2(5)(a)(i)(C) substituted to substitute “‘water, gas or any other 
substance” for “‘water or gas”; subsec. 66.2(5) amended to substitute 
“predecessor, and. “‘predecessor’s” for “predecessor corporation” 
and “predecessor corporation’s”, wherever those expressions ap- 
peared, by 1984, c. 1, subsecs. 29(3) and (4) respectively. Subsec. 


29(3) of 'c..1, applicable with respect to expenses incurred after 
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1980. Subsec. 29(4) of c. 1, applicable with respect to acquisitions 
of property by a successor ideas from a predecessor after 
April 19, 1983. 


Subpara. 66. 2(5)(a)(v) substituied by 1980- 81-82-83, c. 140, subsec. 
35(1), applicable with respect to any outlay or expense made or in- 
curred after 1982; to add “, other than prescribed shares,” 


All that portion of para. 66.2(5)(a) preceding subpara. (i), subparas. 
66.2(5)(a)(iii), (v) and (vii) substituted by 1980-81-82-83, c. 48, 
subsecs. 35(5)-(8), subpata. 66.2(5)(a)(iii), applicable with respect 
to acquisitions of property occurring’ after December 11, 1979 and 
subpara. 66,2(5)(a)(vii) applicable to taxation years ending after De- 
cember 11, 1979. That portion and. subparas. (a)(iii), (v): and (vii) 
formerly read: 


(a) “Canadian development expense” of a taxpayer means 
any outlay or expense made or incurred, or deemed to have 
been made or incurred, after May 6, 1974 that is 


(iii) notwithstanding paragraph 18(1)(m), the cost to him _ 
of a Canadian resource property or an amount paid or 
payable to Her Majesty in right of the Province of Sas- 
katchewan as a net royalty payment pursuant to a net roy- 
alty petroleum and natural gas lease that was in effect on 
March 31, 1977 to the extent that it can reasonably be 
regarded as a cost of acquiring the lease, but not includ- 
ing any payment made to any of the persons referred to in 
any of subparagraphs 18(1)(m)(i) to Gii) for the preserva- 
tion of a taxpayer’s rights in respect of a Canadian re- 
source property or a property that would have been a Ca- 
nadian resource property if it had been acquired by the 
taxpayer after 1971, and not including a payment (other | 
than a net royalty payment referred to in this subpara- 
graph) to which paragraph 18(1)(m) applied by virtue of . 
subparagraph (v) thereof, 


(v) any expense referred. to in any of subparagraphs (i) to 
(ili) incurred by the taxpayer pursuant to an agreement 
with a corporation under which the taxpayer incurred the 
expense solely as consideration for shares of the capital 
stock of the corporation issued to him by the corporation 
or any interest in such shares or right thereto, 


(vii) any expense described in subparagraph (v) incurred 
by any other taxpayer to the extent that the expense was, 
by virtue of that subparagraph, a Canadian development 
expense of that other taxpayer or was, by virtue of sub- 
paragraph 66.1(6)(a)(v), a Canadian exploration expense 
of that other taxpayer, 


Cl, 66.2(5)(a)(i)(B) substituted, subparas..66.2(5)(a)(i.1) added, (ii), 
(iv) substituted by 1979, c. 5, subsecs. 21(2)-(5), applicable, as to 
cl. 66:2(5)(a)(i)(B), to taxation years ending after May 6, 1974, as to 
subpara. 66.2(5)(a)(i.1), with respect to expenses incurred after No- 
vember 16, 1978. Subparas. (a)(ii), (iv) formerly read: 


(ii) any expense incurred by him for the purpose of bringing a 
mineral resource in Canada into production and incurred prior 
to the commencement of production from the resource in rea- 
sonable commercial quantities, including 


(A) clearing, removing overburden and stripping, and 


(B) sinking a mine shaft, constructing an adit or other un- 
pea entry, 


ee eee 


(iv) his share of any expense referred to in any of subpara- 
graphs (i) to (iii), incurred by any association, partnership or 
syndicate in a fiscal period of that association, partnership or 
syndicate, if at the end of that fiscal period he was a member 
or partner thereof, or 


Subpara. 66:2(5)(a)(iii) substituted by 1977-78, c. 1, subsec, 31(2), 
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applicable with respect to amounts paid or payable after May 6, 
1974 in respect of the period after that date. 

All that portion of para. 66.2(5)(a) following subpara. (ii) substi- 
tuted by 1976-77, c. 4, subsec. 25(2), subparas: 66.2(5)(a)(iii)—(vii), 
applicable to amounts paid or payable and the fair market value of 
property paid or payable after May 6, 1974, and that portion of para. 
66.2(5)(a) following subpara. (vii) applicable to taxation years end- 
ing after May 25, 1976. 

Selected Cases [subsec. 66. 2(5)“Canadian davélopmént 
expense”]: Gulf Canada Ltd. v.. Canada, [1991] 1 C.T.C. 99 
(FCTD); aff'd [1992] 1°C.T.C. 183 (FCA); leave to appeal to SCC 
refused (sub nom. Gulf Canada Ltd. v.. MNR) (1992), 141 NR 393 
(note) (Interpretation of: “Canadian exploration expenses”, “Cana- 
dian development expenses”, “taxable production profits”); Interna- 
tional Nickel Co. of Canada Ltd. v. MNR, [1969] C.T.C. 106 (Exch) 
(Expenses for establishment, of town for employees. not develop- 
ment expenses). 

Regulations: 6202 (prescribed share). 

Interpretation Bulletins: [T-109R2: Unpaid amounts; IT-438R2: 
Crown charges — resource properties in Canada; IT-503: Explora- 
tion and development shares: 

Advance Tax Rulings: ATR-59: Financing exploration and de- 
velopment through limited partnerships. 


Forms: T1086: Election by a partner. 


“cumulative Canadian development expense” of a 
taxpayer at any time in a taxation. year means the 
amount determined by the’ formula 
(A+B+C+D+D.1)-(E+F+G+H+I+J+K 
+L+M+M.1+N+O0O) 

where 


A. is the total of all Canadian development expenses 


made or incurred by the taxpayer before that 


time, 


B. the total of all amounts required iy virtue of sub- 
section (1) to be included in computing the 
amount referred to in paragraph 59(3.2)(c) for 
taxation years ending before that time, 


C is the total of all amounts referred to in the 
description of F or G that are established by the 
taxpayer to have become a bad debt before that 
time, 


D is such part, if any, of the amount determined for 
M as has been repaid before that time by the tax- 
payer pursuant to a legal obligation to repay all or 
any part of that amount, 


D.1 is the total of all specified amounts determined 
under paragraph 66.7(12.1)(b) in respect of the 
taxpayer for taxation years ending before that 
time, 


E is the total of all amounts deducted in computing 
the taxpayer’s income for a taxation year ending 
before that time in respect of the taxpayer’s cu- 
mulative Canadian development expense, 


F is the total of all amounts each of which is an 
amount in respect of a property described in para- 
graph (b), (e) or (f) of the definition “Canadian 
resource property” in subsection 66(15) or a right 
to or interest in such a property, other than such a 
right or interest that the taxpayer has by virtue of 


494 


Income Tax Act, Part I, Div. B » 


being a beneficiary of a trust, (in this description 
referred to as the “particular property”) disposed 
of by the taxpayer before that time equal to the 
amount, if any, by which 


(a) the amount, if any, by which the proceeds 
of disposition in respect of the particular prop- 
erty that became receivable by the taxpayer 
after May 6, 1974 and before that time exceed 
any outlays or expenses that were made or in- 
curred by the taxpayer after May 6, 1974 and 
before that time for the purpose of making the 
disposition and that were not otherwise de- 
ductible for the purposes of this Part 


exceeds 
(b) the amount, if any, by which 


(1) the total of all amounts that would be 
determined under paragraph 66.7(4)(a), 
immediately before the time (in this para- 
graph referred to as the “relevant time’’) 
when such proceeds of disposition became 
receivable, in respect of the taxpayer and 
an original owner of the particular property 
(or of any other property acquired by the 
taxpayer with the particular property in cir- 
cumstances in which subsection. 66.7(4) 
applied and in respect of which the pro- 
ceeds of disposition became receivable by 
the taxpayer at the relevant time) if 


(A) amounts that became receivable at 
or after the relevant time were not 
taken into account, 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(i11) in respect of 
an amount that became receivable 
before the relevant time were made 
before the relevant time, 


(C) paragraph 66.7(4)(a) were read 
without reference to “30% of’, and 


(D) no reduction under subsection 
80(8) at or after the relevant time were 
taken into account 


exceeds the total of 


(ii) all amounts that would be determined 
under paragraph 66.7(4)(a) at the relevant 
time in respect of the taxpayer and an orig- 
inal owner of the particular property (or of 
that other property) if 


(A) amounts that became receivable af- 
ter the relevant time were not taken into 
account, 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(iii) in respect of 
an amount that became receivable at or 
before the relevant time were made 
before the relevant time, 


(C) paragraph 66.7(4)(a) were read 
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without reference to “30% of’, 


(D) amounts described in subparagraph 
66.7(4)(a)(iili) that became receivable at 
the relevant time were not.taken into 
account, and 


(E) no reduction under subsection 80(8) 
at or after the relevant time were taken 
into: account, and 


(iii) such portion of the.amount otherwise 
determined under this paragraph as was 
otherwise applied to reduce the amount 
otherwise determined under _ this 
description, 


G is the total of all amounts that became receivable 


by the taxpayer before that time that are to be in- 
cluded in the amount determined under this 


description by virtue of paragraph 66(12.1)(b) or | 


(12.3)(a), 


is the total of all amounts each of which is. an 
amount included by the taxpayer as an expense 
under paragraph (a) of the definition “Canadian 
development expense” in this subsection in com- 
puting the taxpayer’s Canadian development ex- 
pense for a previous taxation year that has be- 
come a Canadian exploration expense of the 
taxpayer by virtue of subparagraph (c)(ii) of the 
definition “Canadian exploration expense” in 
subsection 66.1(6), 


is the total of all amounts each of which is an 
amount that before that time has become a Cana- 
dian exploration expense of the taxpayer by vir- 
tue of subsection 66.1(9), 


is the total of all amounts each of which is an 
amount received before that time on account of 
any amount referred to in the description of C, 


is the total of all amounts paid to the taxpayer af- 
ter May 6, 1974 and before May 25, 1976 


~(a) under the Northern Mineral Exploration 
Assistance Regulations made under an appro- 
priation Act that provides for payments in re- 
spect of the Northern Mineral Grants Pro- 
gram, or | 


(b) pursuant to any Seenent entered into 
between the taxpayer and Her Majesty in right 
of Canada under the Northern Mineral Grants 
Program or the Development Program of the 
Department of Indian Affairs and Northern 
Development, 


to the extent that the amounts have. been ex- 
pended by the taxpayer as or on account of Cana- 
dian development expense incurred by the 
taxpayer, 


is the amount by which the total of all amounts 
determined under subsection 66.4(1) in respect of 
a taxation year of the taxpayer ending at or before 
that time exceeds the total of all amounts each of 
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which is the least of 


(a). the amount that would be dekerniitiéd 
under paragraph 66.7(4)(a), at a time (hereaf- 
ter in this description referred to only as the 
“particular time’’) that is the end of the latest 
. taxation, year of the taxpayer ending at or 
before that.time, in respect of the taxpayer as 
successor. in respect, of a disposition (in this 
description referred to as the “original disposi- 
tion”) of Canadian resource property by a per- 
son who is an original owner of the property 
because of the original disposition, if 
(i) that paragraph were read without refer- 
ence to “30% of”, 


(i1) where the taxpayer has disposed of all 
or part of the property in circumstances in 
which subsection 66.7(4) applied, that sub- 
section continued to apply to the taxpayer 
in respect of the original disposition as if 
subsequent successors were the same per- 
son as the taxpayer, and 


(111) each designation made. under subpara- 
graph 66.7(4)(a)(Gli) in. respect. of -an 
amount that became receivable before the 
particular time were made before the par- 
ticular time, 
(b) the amount, if any, by, which the total of 
all amounts each of which became receivable 
at or before, the particular time and before 
1993 by the taxpayer and is included in com- 
puting the amount determined under subpara- 
graph 66.7(5)(a)(ii) in respect of the original 
disposition exceeds the amount, if any, by 
which 
(i) where the taxpayer disposed of all or 
part of the property before the particular 
time in ‘circumstances in which subsection 
66.7(5) applied, the amount that would be 
determined at the particular time under 
subparagraph 66.7(5)(a)(i) in respect of the 
original disposition if that subparagraph 
continued to apply to the taxpayer in. re- 
spect of the original disposition as if sub- 
sequent successors were the same person 
as the taxpayer, and 


(ii) in any other case, the amount deter-. 
mined at the particular time under subpara- 
graph 66.7(5)(a)(i) in respect of the origi- 
‘nal disposition 
exceeds 

(iii) the amount that would be determined 
at the particular time under subparagraph 
66.7(5)(a)(Gii) in respect of the original dis- 
position if that subparagraph were read 
without reference to the words “or the suc- 
cessor”, wherever they ‘appear therein, and 
if amounts that became receivable after 
1992 were not taken into account, and 
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(c) where 

(i) after the original disposition and at or 
before the particular time, the taxpayer dis- 
“posed of all or part of the property in cir- 
cumstances in which subsection 66.7(4) 
applied, otherwise than by way of an amal- 
gamation or merger or solely because of 
the application of “paragraph 66.7(10)(c), 
and 


(ii) the winding- up of the taxpayer began 
at or before that time or the taxpayer’s dis- 
position referred to in subparagraph (1) 
(other than a disposition under ‘an agree- 
ment in writing entered into before De- 
--cember 22, 1992) occurred after December 

21,.1992; 

nil, H 

M is the total amount of assistance that the taxpayer 
has received or is entitled to receive in respect of 
any Canadian development expense (including an 
expense that has become a Canadian exploration 
expense of the taxpayer by virtue of subsection 
66.1(9)) incurred after 1980 or that can reasona- 


bly be related to Canadian eh grou uzte activities 
after 1980, 


M.1_ is the total of all amounts by which the cumu- 
lative Canadian development expense of the tax- 
payer is required because of subsection 80(8) to 
be reduced at or before that time, 


N is the total of all amounts that are required to be 
deducted before that time. under. subsection 
66(14.2) in computing the taxpayer’s cumulative 
Canadian development expense, and 


O is the total of all amounts that are required to be 
deducted before that time under paragraph 
66.7(12)(c) in computing the taxpayer’s cumula- 
tive Canadian development expense. 


Related Provisions: 35(1)(c) — Prospectors. and ‘grubstakers; 
50(1)(a) — Deemed disposition where debt becomes bad debt; 
59(3.2) — Recovery of exploration & development expenses; 
66(12.1) — Limitations of Canadian exploration & development ex- 
penses; 66(12.3) —Unitized oil or gas field in Canada; 66.2(7) — 
Exception; 66.4(1) — Recovery of. costs; 66.7(4) — Deduction to 
successor corporation; 70(5.2)(a) — Resource properties and land 
inventories of deceased; 79(4)(c) — Subsequent payment by debtor 
following surrender of property deemed to be repayment of assis- 
tance; 79.1(8) + No claim for principal amount of bad debt where 
property seized by creditor; 80(8)(c) — Reduction of CCDE on debt 
forgiveness; 96(2.2)(d)— at-risk amount; 104(5.2) — Rules for 
trusts; 248(16) — GST input tax credit and rebate deemed to be 
government assistance; 248(18) — GST — repayment of input tax 
credit; 257 — Formula cannot calculate to less than zero. See addi- 
tional Related provisions and Definitions at end of s. 66.2. 


History: Cls. (b)(i)(D) and (b)(ii)(E) added to the description of F 
in the definition “cumulative-Canadian development expense” in 
subsec, 66.2(5) added by 1995, c. 21, subsecs. 23(2) and (3), appli- 
cable to taxation years that end after February 21, 1994. 


The description of M.1.added to the definition “cumulative Cana- 
dian development expense” in subsec. 66.2(5) and the correspond- 
ing formula amended by 1995, c. 21, subsecs. 23(1) and (4), appli- 
cable to taxation years that end after February 21, 1994. 
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All that portion of the descripdon of F in thé’ definition “cumulative 
Canadian development expense” in subsec. 66.2(5) following para. 
(a) substituted by 1994, c. 21, subsec. 99(1), applicable to taxation 
years ending after February 17, 1987. That ta of the descrip- 
tion of F formerly read: 


exceeds the amount equal to 


(b) where the proceeds of disposition referred to in para- 
graph (a) may reasonably be attributed:to the disposition 
of a property that was acquired by the taxpayer in cir- 
cumstances in which subsection 66.7(4) applies to the 
taxpayer as successor, the lesser of ~~” 


(i) the amount ‘determinéd under patagraph (a) in re- 
spect of the property, and 


(ii) the total of all amounts each of which is an 
amount that would be determined at that time under 
paragraph 66.7(4)(a) in respect of the acquisition .of 
the property by the taxpayer if that paragraph were 
read without reference to “30% of and 


(c) in any other case, nil, 


The description of L in the definition * apie Canarian devel- 
opment expense” in subsec. 66.2(5) substituted by 1994, c. 21, sub- . 
sec. 29(2), applicable to taxation years ending after December 21; 
1992, except that where a taxpayer so elects. by notifying the Minis- 
ter of National ‘Revenue~in writing by December 31, 1994. the 
description of -L’shall apply in respect of, the-taxpayer to taxation 
years ending, after February 17, 1987; and, notwithstanding subsecs. 
152(4) to (5), such assessments and determinations i in respect of any 
taxation year shall be made as are necessary to give effect to the 
election. That description formerly read: 


L.. is the amount by which the total of all amounts each of 
which is an amount determined under subsection 66. A(1) 
in respect of a taxation year of the taxpayer ending at or 
before that time exceeds the total: of all amounts each of 
which is the lesser of 


(a) the amount that would be pike at that, time 
under paragraph 66.7(4)(a) in respect of the acqu'si- 
tion of property from a particular original owner or 
predecessor owner of the property by the taxpayer if 
that paragraph were read without.reference to “30% 
of”, and 


(b) the amount, if any, VBE which the total of the 

“amounts that became receivable at or before that 
time by the taxpayer and-that are described in sub-. 
paragraph 66,7(5)(a)(1i).in respect of the disposition 
of property acquired from. the particular original 
Owner or predecessor owner exceeds the amount de- 
termined in subparagraph 66.7(5)(a)(i) in respect of 
the acquisition of that property, 


-D.1 and its description added the definition “cumulative Canadian 


development, expense” in. subsec. .66.2(5) by 1994, c. 7, Sch. II 
(1991, c. 49), subsecs. 40(3)and (3.1),. applicable. to taxation years 
beginning after February 17, 1987. 


Pre-RSC History, ‘The definition.“ ¢ umulative Conasind eying: 
ment expense” was para. 66.2(5)(b). It contained descriptive sub- 
paragraphs instead of the present igeciis The pre-R.S.C. version 
read: 


(b) “cumulative Canadian development expense” of a tax- 
payer at any time in a taxation year means the amount, if any, 
by which the aggregate of - 


(i) the aggregate of all Canadian devennaih expenses 
made or incurred by him before that time, | 


(ii) the aggregate of all amounts required by virtue of 
subsection (1) to be included in computing the amount 
referred to in paragraph '59(3.2)(c) for taxation years 
ending before that time, 
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(iti) any amount referred to in subparagraph (v) or (vi) 
that is established by him to have become a bad debt 
before that time, and 


(iii.1) such part, if any, of the amount included in subpar- 
agraph (xi) as has been repaid before that time by the 
taxpayer pursuant to a legal obligation to repay all or 
any part of that amount 


exceeds the aggregate of all amounts each of which is 


(iv) any amount deducted in computing his income for a 
taxation year ending before that time in respect of his cu- 
mulative Canadian development expense, 


(v) the aggregate of all amounts each of which is an 
amount in respect of a property described in subpara- 
graph 66(15)(c)(ii), (v) or (vi) or a right to or interest in 
such property, other than such a right or interest that he 
has by virtue of being a beneficiary of a trust, (in this 
subparagraph referred to as the “particular property”) 
disposed of by the taxpayer before that time equal to the 
amount, if any, by which 


(A) the amount, if any, by which the proceeds of dis- 
position in respect of the particular property that be- 
came receivable by him after May 6, 1974 and 
before that time exceeds any outlays or expenses that 
were made or incurred by him after May.6, 1974. and 
before that time for the purpose of making the dispo- 
sition and that were not otherwise deductible for the 
purposes of this Part 


exceeds the amount equal to 


(B) where the proceeds of disposition referred to in 
clause (A) may reasonably be attributed to the dispo- 


sition of a property that was acquired by the tax- . 


payer in circumstances in which subsection 66.7(4) 
applies to the taxpayer as successor, the lesser of 


(1) the amount determined under clause (A) in 
respect of the property, and 


(II) the aggregate of all amounts each of which 
is an amount that would be determined at that 
time under paragraph 66.7(4)(a).in respect of 
the acquisition of the property by the taxpayer if 


S. 66.2(5) cum 


under the Northern Mineral Grants Program or the 
Development Program of the Department of Indian 
Affairs and Northern Development, 


to the extent that the amounts have been expended by the 
taxpayer as or on account of Canadian development ex- 


_ pense incurred by him, 


(x) the amount by which the aggregate of all amounts 
each of which is an amount determined under subsection 
66.4(1) in respect of a taxation year of the taxpayer end- 
ing at or before that time exceeds the aggregate of all 
amounts each: of which is the lesser of 


(A) the amount that would be determined at that time 
under paragraph 66.7(4)(a) in respect of the acquisi- 
tion of property from a particular original owner or 
predecessor owner of the property by the taxpayer if 
that paragraph were read without reference to “30% 
of”, and 


(B) the amount, if any, by which the aggregate of the 
amounts that became receivable: at or before that 
time by the taxpayer and that are described in sub- 
paragraph 66.7(5)(a)(ti) in respect of the disposition 
of property acquired from the particular original 
owner or predecessor owner exceeds the amount de- 
termined in subparagraph 66.7(5)(a)(i) in respect of 
the acquisition of such property, 


(xi) any assistance that he has received or is entitled to 
receive in respect of any Canadian development expense 
(including an expense that has become a Canadian ex- 
ploration expense of the taxpayer by virtue of subsection 
66.1(9)) incurred after 1980. or that can reasonably be 
related to Canadian development activities after 1980, 


(xii) any amount that is required to be deducted before 
that time under subsection 66(14.2) in computing his cu- 
mulative Canadian development expense, or 


(xiii) any amount that is required to be deducted before 
that time under paragraph 66.7(12)(c) in computing his 
cumulative Canadian development expense. 


Subpara. 66.2(5)(b)(iii.1) added by 1990, c. 45, s. 43, applicable 
with respect to amounts repaid after January 1990. 


All that portion of subpara. 66.2(5)(b)(v) following cl. (A), subpara. 
66.2(5)(b)(x) substituted, and subpara. 66.2(5)(b)(xii1) added, by 
1987, c. 46, subsecs. 20(3) to (5), applicable to taxation years end- 
ing after February 17, 1987. The said portion of subpara. (v) and 


that paragraph were read without reference to 
“30% of”, and 


(C) in any other case, nil, 


(vi) any amount that became receivable by him before 
that time that is to be included in the amount determined 
under this subparagraph by. virtue. of paragraph 
66(12.1)(b) or 66(12.3)(a), 


(vii) any.amount included by him as an expense under: 


subparagraph (a)(i) in computing his Canadian develop- 
ment expense for a previous taxation year that has be- 
come a Canadian exploration expense of the taxpayer by 
virtue of clause 66.1(6)(a)(ii)(B), 


(vii.1) any amount that before that time has, become.a 
Canadian exploration expense of the taxpayer by virtue 
of subsection 66.1(9), 


(viii) any amount received before that time on account of 
any amount referred to in subparagraph. (iii), 


(ix) the aggregate of all amounts paid to him after wisy 6, 
1974 and-before May 25, 1976 


(A) under the Northern Mineral Exploration Assis- 
tance Regulations made under an Appropriation Act 
that provides for payments in respect of the Northern 
Mineral Grants Program, or 


(B) pursuant to any agreement, entered into between 
the taxpayer and Her Majesty in right of Canada 


subpara. (x) formerly read: 
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exceeds 


(B) the amount equal to, 


(1) where there has been an acquisition of property 
by the taxpayer from a predecessor (within the mean- 
ing of subsection (3)) or from a first successor corpo- 
ration (within the meaning of subsection (4)) and the 
particular property is all or part of the property that 
was so acquired, the amount, if any, by which the 
amount determined (immediately before the particu- 
lar time at which the amount receivable by the tax- 
payer for the particular property so became receiva- 
ble by him) under subparagraph 66.2(3)(a)(i) in 
respect of the acquisition, or under 66.2(4)(a)(i) in 
respect of the earlier acquisition by. the first succes- 
sor corporation from its predecessor, as the case may 
be, exceeds the aggregate of such amounts that be- 
came) receivable by the taxpayer before the particular 
time and that, are described. in subparagraph 
66.2(3)(a)(ii) or 66.2(4)(a)(ii), as. the case may be, as 
may reasonably, be attributed to the disposition. by 
_the taxpayer of property owned by the predecessor or 
the first successor corporation, as the case may: be, 


S. 66.2(5) cum 


and 


(II) in any other case, nil, 


(x) the amount by which the aggregate of all amounts each of 
which is an amount determined under subsection 66.4(1) in 
respect of taxation years of the taxpayer ending at or before 
that time exceeds the aggregate of all amounts each of which 
is 


(A) -the lesser of 


(1) the amount, if any, by which the amount deter- 
mined under subparagraph (3)(a)(i) in respect of the 
acquisition of property by the taxpayer acquired from 
a particular predecessor before that time exceeds the 
aggregate of such amounts that became receivable at 
or before that time by the taxpayer that are described 
in subparagraph (3)(a)(ii) in respect of the disposi- 
tion of such property, and 


(II) the amount, if any; by which the aggregate of the 
amounts that became receivable at or before that 
time by the taxpayer that are described in subpara- 
graph 66.4(3)(a)(11) in respect of the disposition of 
property acquired from the particular predecessor ex- 
ceeds the amount determined in subparagraph 
66.4(3)(a)(i) in respect of the acquisition of such 
property, or 


(B) the lesser of 


(1) the amount, if any, by which the amount deter- 
mined under subparagraph (4)(a)(i) in respect of the 
acquisition of property by the taxpayer acquired from 
a particular predecessor before that time exceeds the 
aggregate of such amounts that: became receivable at 
or before that time by the taxpayer that are described 
in subparagraph (4)(a)(ii) in respect of the disposi- 
tion of such property, and 


(II) the amount, if any, by which the aggregate of the 
amounts that became receivable at or before that 
time by the taxpayer that are described in subpara- 
graph 66.4(4)(a)(ii) in respect of the disposition of 
property acquired from the particular predecessor ex- 
ceeds the amount determined in subparagraph 
66.4(4)(a)(i) in respect of the acquisition of such 
property, 
Subpara. 66.2(5)(b)(vii) amended by 1986, c. 55, subsec. 13(9), to 
substitute “clause 66.1(6)(a)(ii)(B)” for “clause 66.1(6)(a)(ii)(B) or 
(ii.1)(B)”, and subpara. 66.2(5)(b)(vii.1) added, applicable with re- 
spect to expenses incurred after March 1987. 


Subpara. 66.2(5)(b)(xi) substituted by 1986, c. 55, subsec. 13(10), 
applicable with respect to expenses incurred after December 19, 
1986, except that in its application with respect to expenses incurred 
after that day and before April 1987, subpara. 66.2(5)(b)(x1) shall be 
read as follows: 


(xi) any assistance that he has received or is entitled to re- 
ceive in respect of any Canadian development expense in- 
curred after 1980 or that can reasonably be related to Cana- 
dian development activities after 1980, or 


Subpara. 66.2(5)(b)(xi) formerly read: 


(xi) any amount of assistance or benefit that he has received 
or is entitled to receive from a government, municipality or 
other public authority in respect of any Canadian develop- 
ment expense made or incurred after December 31, 1980 or 
that can reasonably be related to Canadian development ac- 
tivities after that date, whether such amount is by way of a 
grant, subsidy, forgiveable loan, deduction from royalty or 
tax, investment allowance or any other form of assistance or 
benefit, or 
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Subpara. 66.2(5)(b)(xii) added by 1986, c. 2, subsec. 18(3), applica- 
ble to 1985 et seq. 


All that portion of subpara. 66.2(5)(b)(v) preceding cl. (B) substi- 
tuted by 1985, c. 45, subsec. 30(8), applicable with respect to dispo- 
sitions occurring in taxation years commencing after 1984, but for 
dispositions occurring in taxation years commencing before 1985 
subparagraph 66.2(5)(b)(v) shall apply and be read as it was at the 
time the disposition occurred, having regard to any subsequent 
amendments thereto that applied at that time. That portion of sub- 
para. 66.2(5)(b)(v) formerly read: 
(v) the aggregate of all amounts each of which is an amount 
in respect of a property (referred to herein as “the particular 
property”) disposed of by the taxpayer equal to the amount, if 
any, by which 
. (A) any amount, in respect of the disposition of the par- 
ticular property, that became receivable by him after May 
6, 1974 and before that time that.is required to be in- 
cluded in the amount determined under this clause by vir- 
tue of subsection 59(1.1) or paragraph 59(3.1)(a), 
exceeds 
Para. 66.2(5)(b) amended by 1984, c. 1, subsec. 29(4), applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983, to substitute “predecessor” 
and “‘predecessor’s” for “predecessor corporation” and “predecessor 


corporation’s” wherever those expressions appeared. 


Subpara. 66.2(5)(b)(x) substituted by 1980-81-82-83, c. 140, sub- 
sec. 35(2), applicable with respect to taxation years ending after De- 
cember 11, 1979. #1) 
Subparas. 66.2(5)(b)(i), (vii) substituted, subparas. 66.2(5)(b)(x), 
(xi) added by 1980-81-82-83, c. 48, subsecs. 35(9)\-(11), applicable, 
as to subpara. 66.2(5)(b)(x), to taxation years ending after Decem- 
ber 11, 1979, and, as to subpara. 66.2(5)(b)(xi), to 1981 et seq. 
All that portion of para. 66.2(5)(b) preceding subpara. (i), subpara. 
66.2(5)(b)(v) substituted by 1979, c. 5, subsecs. 21(6), (7), applica- 
ble to 1977 et seg. That portion and subpara. 66.2(5)(b)(v) formerly 
read: 


‘(b) “cumulative Canadian development expense” of a tax- 
payer at any time shall be the amount, if any, by which the 
aggregate of 


(v) any amount that became receivable by him after May 
6, 1974 and before that time that is required to be in- 
cluded in the amount determined under this subparagraph 
by virtue of subsection 59(1.1) or paragraph 59(3.1)(a), 


Subpara. 66.2(5)(b)(i) substituted by 1977-78, c. 1, subsec. 31(3), 
applicable to taxation years ending after May 6, 1974. 


Subparas. 66.2(5)(b)(i), (ix) substituted by 1976-77, c. 4, subsecs. 
25(3), (4), applicable to taxation years ending after May 6, 1974. 


Interpretation Bulletins: [T-109R2: Unpaid amounts; IT-125R4: 
Dispositions of resource properties. 


(5.1) Application of subsecs. 66(15), 66.1(6) 
and 66.4(5)— The definitions in subsections 
66(15), 66.1(6) and 66.4(5) apply to this section. 

Origin of subsec. 66.2(5.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 


merly contained in the opening words of subsecs. 66(15), 66.1(6) 
and 66.4(5)). 


(6) Presumption — Except as provided in subsec- 
tion (7), where a taxpayer is a member of a partner- 
ship, the taxpayer’s share of any amount that would 
be an amount referred to in the description of D in 
the definition “cumulative Canadian development 
expense” in subsection (5), in paragraph (a) of the 
description of F in that definition or in the descrip- 
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tion of G or M in that definition in respect of the 
partnership for a taxation year of the partnership if 
section 96 were read without reference to paragraph 
96(1)(d) shall, for the purposes of this Act, be 
deemed to be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian de- 
velopment expense” in subsection (5), in paragraph 
(a) of the description of F in that definition or in the 
description of G or M in that definition, whichever is 
applicable, in respect of the taxpayer for the taxation 
year of the taxpayer in which the partnership’s taxa- 
tion year ends. 


History: Subsec. 66.2(6) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 40(4), applicable after January 1990. Subsec. (6) for- 
merly read: 


(6) Presumption — Except as provided in subsection (7), 
where a taxpayer is a member of a partnership, the taxpayer’s 
share of any amount that would be an amount referred to in 
paragraph (a) of the description of F in the definition “cumu- 
lative Canadian development expense” in subsection (5) or in 
the description of G or M in that definition in respect of the 
partnership for a taxation year of the partnership if section 96 
were read without reference to paragraph 96(1)(d) shall, for 
the purposes of this Act, be deemed to be an amount referred 
to in paragraph (a) of the description of Fin the definition 
“cumulative Canadian development expense” in subsection 
(5) or in the description of G or M in that definition, as the 
case may be, in respect of the taxpayer for the taxation year 
of the taxpayer in which the partnership’s taxation year ends. 


Pre-RSC History: Subsec. 66.2(6) substituted. by 1980-81-82-83, 
c. 48, subsec. 35(12), applicable to 1977 et seq., except that in its 
application to the 1977 to 1980 taxation years it shall be read with- 
out ‘the references to “or (xi)”. Subsec. 66,2(6) formerly read: 


(6) Where a taxpayer is a member of a partnership, his share 
of any amount that would be an amount referred to in subpar- 
agraph (5)(b)(v) or (vi) in respect of the partnership for a tax- 
ation year of the partnership if section 96 were read without 
reference to paragraph (1)(d) thereof shall, for the purposes of 
this Act, be deemed to be an amount referred to in subpara- 
graph (5)(b)(v) or (vi), whichever is applicable, in respect of 
the taxpayer for the taxation year of the taxpayer in which the 
partnership’s taxation year ends. 


Subsec. 66.2(6) added by 1977-78, c. 1, subsec. 31(4), applicable to 
1977 et seq. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-353R2: Partnership interest — some adjustments to 
cost base. 


(7) Exception — Where a non-resident person is a 
member of a partnership that is deemed under para- 
graph 115(4)(b) to have disposed of any Canadian 
resource property, the person’s share of any amount 
that would be an amount referred to in the descrip- 
tion of Din the definition “cumulative Canadian de- 
velopment expense” in subsection (5), in paragraph 
(a) of the description of F in that definition or in the 
description of G or M in that definition in respect of 
the partnership for a taxation year of the partnership 
if section 96 were read without reference to para- 
graph 96(1)(d) shall, for the purposes. of this Act, be 
deemed to be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian de- 
velopment expense” in subsection (5), in paragraph 
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(a) of the description of F in that definition or in the 
description of G or M in that definition, whichever is 
applicable, in respect of the person for the taxation 
year of the person that is deemed under paragraph 
115(4)(a) to have ended. 


History: Subsec. 66.2(7) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 40(4), applicable after January 1990. Subsec. 66.2(7) 
formerly read: 


(7) Exception — Where a non-resident person is a member 
of a partnership that is deemed under paragraph 115(4)(b) to 
have disposed of a property, the non-resident person’s share 
of any amount that would be an amount referred to in para- 
graph (a) of the description of F in the.definition “cumulative 
Canadian development expense” in ‘subsection (5) or in the 
description of G or M in that definition in respect of the part- 
nership for a taxation year of the partnership if section 96 
were read without reference to paragraph 96(1)(d) shall, for 
the purposes of this. Act, be deemed in respect of the non- 
resident person to be an amount referred to in paragraph (a) 
of the description of Fin the definition “cumulative Canadian 
development expense” in subsection (5) or in the description 
of G or M in that definition, as the case may be, for the taxa- 
tion year of the non-resident person that is deemed under par- 
agraph 115(4)(a) to have ended. 


Pre-RSC History: Subsec. 66.2(7) substituted by 1985, c. 45, 
subsec. 30(9), applicable with respect to dispositions occurring in 
taxation years commencing after 1984. Subsec. 66.2(7). formerly 
read: 


(7) Exception — Where a non-resident person is a member 
of a partnership. that is deemed under paragraph 115(4)(b) to 
have disposed of a property described in subsection 59(1.1), 
his share of any amount.that would be an amount referred to 
in clause (5)(b)(v)(A) or subparagraph (5)(b)(vi) or (xi) in re- 
spect of the partnership for a taxation year of the partnership 
if section 96 were read without reference to paragraph (1)(d) 
thereof shall, for the purposes of this Act, be deemed to be an 
amount referred to in clause (5)(b)(v)(A) or subparagraph 
(5)(b)(vi) or (x1), as the case may be, in respect of the non- 
resident person for the taxation year of the non-resident per- 
son. that is deemed under paragraph 115(4)(a) to have ended. 


Subsec. 66.2(7) added by 1980-81-82-83, c. 48, subsec. 35(12), ap- 
plicable to taxation years ending after December 11, 1978, except 
that in its application to taxation years ending before 1981 it shall 
be read without the references to “or (xi)”. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(8) Presumption — Where pursuant to the terms 
of an arrangement in writing entered into before De- 
cember 12, 1979 a taxpayer acquired a property de- 
scribed in paragraph (a) of the definition “Canadian 
oil and gas. property expense’ in subsection 66.4(5), 
for the purposes of this Act, the cost of acquisition 
shall be deemed to be a Canadian development, ex- 
pense incurred at the time the taxpayer acquired the 
property. | 
Pre-RSC History: Subsec. 66.2(8) added. by 1980-81-82-83, c. 48, 


subsec. 35(12), applicable to taxation years ending before Decem- 
ber tT, [979. 


Related Provisions [s. 66.2]: 66(5) — Dealers; 66(18) — Mem- 
bers of partnerships; 66.7 — Successor rules; 66.8(1) — Resource 
expenses of limited partner; 87(1.2) — New corporation deemed 
continuation of predecessor; 88(1.5) — Winding-up — parent 
deemed continuation of subsidiary; 127.52(1)(e) — Limitation on 
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deduction for minimum tax purposes. 


Pre-RSC History [s. 66.2]: S. 66.2 added by 1974-75-76, c. 26, s. 
36, applicable to taxation years ending after May 6, 1974. 


Selected Cases [s. 66.2]: Gulf Canada Ltd. -v. Canada, {1991} 1 
C.T.C. 99 (FCTD); aff'd [1992] 1 C.F.C., 183 (FEA); leave to-ap: 
peal to SCC refused (sub nom. Gulf Canada Ltd. v. MNR) (1992), 
141 NR 393 (note) (Interpretation of: “Canadian exploration ex- 
penses”, “Canadian development expenses”, “taxable production 


profits”). 


Definitions [s. 66.2]: “amount” — 248(1); “assistance” — 
66(15), 66.2(5.1), 79(4); 125.4(5), 248(16), 248(18); “Canada” — 
255, Interpretation: Act 8(2.1), (2.2); “Canadian development ex- 
pense” — 66.2(5), (8), 248(1); “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian exploration and development ex- 
pense” — 66(15), 66.2(5.1); “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian oil and gas’ property expense” — 
66.4(5), 248(1); “Canadian resource property” — 66(15), 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “disposition” 
54, 66.2(5.1), 66.4(5); “expense” — 66(15), 66.2(5.1); “fiscal pe- 
riod” — 248(1), 249(2)(b), 249.1; “mineral resource”, “non-resi- 
dent”, “oil or gas well”, “person”, “prescribed” — 248(1); “pro- 
ceeds of disposition” —54, 66.2(5.1), 66.4(5); “property”, 
“share” — 248(1); “taxation year” — 11(2), 249; “taxpayer” — 
248(1); “writing” — Interpretation Act 35(1). 


66.3 (1) Exploration and development 
shares — Any shares of the capital stock of a cor- 
poration or any interest in any such shares or right 
thereto acquired by a taxpayer under circumstances 
described in paragraph (i) of the definition “Cana- 
dian exploration expense” in subsection 66.1(6), par- 
agraph (g) of the definition “Canadian development 
expense” in subsection 66.2(5) or paragraph (c) of 
the definition “Canadian oil and gas property ex- 
pense’ in subsection 66.4(5) 


(a) shall, if acquired before November 13, 1981, 
be deemed 


(1) not to be a capital property of the taxpayer, 


(11) subject to subsection 142.6(3), to be in- 
ventory of the taxpayer, and 


(111) to have been acquired by the taxpayer at a 
cost to the taxpayer of nil; and 


(b) shall, if acquired after November 12,1981, be 
deemed to have been acquired by the taxpayer at 
a cost to the taxpayer of nil. 

History: Para. 66.3(1)(a) amended by 1995, c. 21, s. 51, applicable 


to taxation years that begin after October 1994. The para. formerly 
read: 


(a) shall, if acquired before November 13, 1981, be deemed 
not to be’a capital property of the taxpayer but to be inventory 
of the taxpayer acquired at a cost to the taxpayer. of nil, and 


(2) Deductions from paid-up capital — Where, 
at any time after May 23, 1985, a corporation has 
issued a share of its capital stock under circum- 
stances described in paragraph (i) of the definition 
“Canadian exploration expense” in subsection 
66.1(6), paragraph (g) of the definition “Canadian 
development expense” in subsection 66:2(5) or para- 
graph (c) of the definition “Canadian oil and gas 
property expense” in subsection 66.4(5) or has is- 
sued a share of its capital stock on the exercise of an 
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interest in or right to such a share. granted under cir- 
cumstances described in any of those paragraphs, in 
computing, at any particular time after that time, the 
paid-up capital in respect of the class of shares of the 
capital stock of the corporation that included that 
share 


(a) there shall be deducted the amount, if any, by 
which 


(i) the increase as a result of the issue of the 
- Share in the paid-up capital, determined with- 
out reference to this subsection as it applies to 
the share, in respect of all of the shares of tha 
class 


exceeds 
(i1) the amount, if any, by which . 


(A) the total amount of consideration re- 
ceived by the corporation in respect of the 
share, including any consideration for the 
interest or right in respect of the share 


exceeds 


(B) 50% of the amount of the expense re- 
ferred to in paragraph (i) of the definition 
“Canadian exploration expense” in subsec- 
tion 66.1(6), paragraph (g) of the definition 
“Canadian development expense” in sub- 
section 66.2(5) or paragraph (c) of the def- 
inition “Canadian oil and gas property ex- 
pense” in subsection 66.4(5) that was 
incurred by a taxpayer who acquired the 
share or the interest or right on the exercise 

‘ of which the share was issued, as the case 
may be, pursuant to an agreement with the 
corporation under which the taxpayer in- 
curred the expense solely as consideration 
for the share, interest or right, as the case 
may be; and 


(b) there shall be added an amount equal to the 
lesser of 


(1) the amount, if any, by which 
(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid by the corporation after 
May 23, 1985 and before the particular 
time : . 

exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


- (ii) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect of that class of shares after May 22, 
1985 and before the particular time. 


(3) Cost of flow-through shares — Any flow- 
through share (within the meaning assigned by. sub- 
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section 66(15)) of a‘corporation acquired by a person 
who was-a party to the agreement pursuant to which 
it was issued shall be deemed to have been acquired 
by the person at a cost to the person: of nil. 


Pre-RSC History: Subsec. 66.3(3)' added by 1986, c. 55; s. 14, 
applicable after February 1986. 


(4) Paid-up capital — Where,’ at any ‘time after 
February, 1986, a corporation’ has issued’ a flow- 
through share (within the meaning‘ assigned by sub- 
section 66(15)), in computing; at any particular time 
after that time, the paid-up capital in respect of the 
class of shares of the capital stock of the corporation 
that included that*share- “ 


(a) there shall be toate the amount, if — by 
which 


(i) the increase as a result of the i issue of the 
_ share in the paid-up capital, determined with- 

out reference to this subsection as it applies to 

the share, in respect of all of the shares of that 
_ class” is dis 


exceeds 
(ii) the amount, if any, by which 


(A), the total amount of consideration re- 
ceived by the corporation in respect of the 
a SHALE ay ; 
exceeds 


(B) 50% of the total of ah expenses that 
were renounced by the corporation under 


subsection: 66(12.6), (12.601), (12.62) or’ 


(12.64) in respect of the share; and 


0 there shall be. added an amount equal to the. 


lesser of 
(i) the amount, if any, by which 
(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
_that class paid by the corporation after 
February, 1986 and before the particular 
time 
exceeds 


(B) the total that would be determined 
under clause (A) if this Act..were read 
without reference to paragraph (a), and 


(ii) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect. of that class of shares after February, 
1986 and before. the particular time. 
History: Cl. 66.3(4)(a)(ii)(B) amended’ by 1994, c: 8, s. 7, applica- 
ble after December 2, 1992. 'Cl. (B) formerly read: 
(B) 50% of the total of the expenses that were renounced by 


the corporation under subsection 66(12.6), (12.62) or (12.64) 
in respect of the share; and 


Pre-RSC. History: Subsec: 66.3(4) added. by 1986,. @ SS shSrel 4, 
applicable. after February 1986. 


Related Provisions [s. 66.3]: 66(16) — Partnerships — per- 


S. 66.4(1) 


son — taxation year; 66.4(2) — Deduction — Canadian oil and gas 
property, expenses; 66.7. — Successor rules; 


Pre-RSC History [s. 66.3]: S. 66.3 renumbered as subsec. 


66.3(1) and subsec. 66.3(2) added DY, Lao,’ c. O; 'S. 32; applicable 
after May 23, 1985. 


S. 66.3 substituted by 1980-81-82-83, c.-140, s. 36; applicable with 
respect to property acquired after eae 12,1981. S: 66.3 for- 
merly a Pan 


66.3 Braise tanned as inventory — AG shares of the capi- 
tal stock of a corporation or any interest in-any such shares or 
right thereto acquired by a taxpayer under the circumstances 
describedsin subparagraph: 66.1(6)(a)(v), 66.2(5)(a)(v) or 
66.4(5)(a)(iii) shall be deemed not to be a capital property of 
the taxpayer but to be inventory of the taxpayer acquired ata, 
cost to the taxpayer of nil. 


S. 66.3 substituted by 1980-8 1-82-83, c. 48, 's.'36, to add aiversrenss 
to Subpara. '66.4(5)(a)(iii), appueable to alah years ending after 
December 11, 1979:° 


S. 66.3 added by 1976-77, c..4, s. 26, applicable in respect of prop- 
erty. acquired after July 31, 1976.: 


‘Definitions [s. 66.3]: “amount” — 248(1); “capital property” a= 
54, 248(1); “class of shares” — 248(6); “corporation” — 248(1), In- 


terpretation Act 35(1); “dividend”, “inventory” — 248(1); “paid-up 
cope — 89(1), 248(1); “person” — 66(16), 248(1); “share”, “tax- 
payer’ — 248(1). 


Interpretation Bulletins ig: 66. 3]: IT- 503: fledarb vi and Ae. 


velopment. shares. 


66.4 (1) Recovery of costs — For the purposes of 


the ‘description of B in the definition “cumulative 
Canadian oil and gas property expense” in subsec- 


tion (5) and the description of L in the definition 

“cumulative Canadian development expense” in sub- 
section 66.2(5) ‘and for the purpose of subparagraph 
64(1.2)(a)(ii). of the Income Tax Act, chapter 148 of 


the Revised Statutes of Canada, 1952, as it applies to 


dispositions occurring before November: 13, 1981, 
the amount determined under this subsection in re- 
spect of a taxpayer for a taxation yon is the amount, 
if any, by which 


(a) the total of all amounts referred to in thé de- 
scriptions of E to J in the definition “cumulative 

Canadian oil and gas property: expense”’ in sub- 

-section.(5) that are: deducted in computing the» 
taxpayer’s cumulative Canadian oil and gas prop- 

erty,expense at the end of the year , 


exceeds the total of 


(b) all amounts referred to in the descriptions of 
A to D.1 in the definition “cumulative Canadian 
oil and gas property expense” in subsection (5) 
that are included in computing the taxpayer’s cu- 
mulative Canadian oil and gas property expense 
at the end of the year, and 


(c) the total determined under subparagraph 
66,7(12.1)(c)(i). in respect of the taxpayer for the 
year. 

Related Provisions: 66(11)— Acquisition of control; 


66(11.4) — Change of control; 66(13) — Limitation; 104(5.2) — 
Rules for trusts. See additional Related provisions and Definitions 
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S. 66.4(1) 


at-end of s. 66.4. 


History: The opening words of subsec. 66.4(1) substituted by 
1994, c. 21, subsec. 30(1), applicable to taxation years that end after 
February 17, 1987. The opening words of that subsec. formerly 
read: 


66.4 (1) Recovery of costs — For the purposes of the de- 
scriptions of A in the definition “cumulative Canadian oil and 
gas property expense” in subsection (5) and L in the defini- 
tion “cumulative Canadian development expense” in subsec- 
tion 66.2(5), and of subparagraph 64(1.2)(a)(ii) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
as it read immediately before March 30; 1983, the amount 
determined under this subsection in respect of a taxpayer for 
a taxation year is the amount, if any, by which 
Subsec. 66.4(1) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 41(1), applicable to taxation years ending after February 17, 
1987, except that with respect to such taxation. years commencing 
before February 18, 1987, the reference to “(A to D.1)” in para. (b) 
shall be read as “(A to C)”. Subsec. 66.4(1) formerly read: 


66.4 (1) Recovery of costs — For the purposes of the de- 
scriptions of B in the definition “cumulative Canadian oil and 
gas property expense” in subsection (5) and L in the defini- 
tion “cumulative Canadian development expense” in subsec- 
tion 66.2(5), and of subparagraph 64(1.2)(a)(ii) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
as it read before March 30, 1983, the amount determined 
under this subsection in respect of a taxpayer for a taxation 
year is the amount, if any, by which 


(a) the total of all amounts referred to in the descriptions 
of E to J in the definition “cumulative Canadian oil and 
gas property expense” in subsection (5) that would be 
taken into account in computing the taxpayer’s cumula- 
tive Canadian oil and gas property expense at the end of 
the year | 


exceeds. 


(b) the total of all amounts referred to in the descriptions 
of A to C in the definition “cumulative Canadian oil-and 
gas property expense” in subsection (5) that would be 
taken into account in computing his cumulative Canadian 
oil and gas property expense at the end of the year. 
Pre-RSC History: Para. 66.4(1)(a) amended by 1987, c. 46, sub- 
sec. 21(1), to substitute “(5)(b)(iv) to Gx)” for “(5)(b)(iv) to (viii)”, 
applicable to taxation years ending after February 17, 1987. 
1.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(2) Deduction for cumulative Canadian oil 
and gas property expense — A taxpayer may 
deduct, in computing the taxpayer’s income for a 
taxation year, such amount as the taxpayer may 
claim not exceeding the total of 
(a) the lesser of 
(i) the total of 
(A) the taxpayer’s cumulative Canadian oil 


and gas property expense at the end of the 
year, and 


(B) the amount, if any, by which 


(I) the total determined under subpara- 
graph 66.7(12.1)(c)(@) in respect of the 
taxpayer for the year 


exceeds 
(IL) the amount that would, but for par- 
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agraph (1)(c), be determined under sub- 
section (1) in respect of the taxpayer 
for the year, and 


(ii) the amount, if any, by which the total of 
all amounts each of which is 


(A) an amount included in the taxpayer’s 
income for the year by virtue of a disposi- 
tion in the, year of inventory described in 
section 66,3 that was a share, any interest 
therein or right thereto acquired by the tax- 
payer under circumstances described in 
paragraph (c) of the definition “Canadian 
oil and gas property expense” in subsec- 
tion (5), or 


(B) an amount included by virtue of para- 
graph 12(1)(e) in computing the taxpayer’s 
income. for the year to the extent that it re- 
lates to inventory described in clause (A) 


exceeds 


(C) the total of all amounts deducted as a 
reserve by virtue of paragraph 20(1)(n) in 
computing the taxpayer’s income for the 
year to the extent that the reserve relates to 
inventory described in clause (A); and 


(b) 10% of the amount, if any, by which the 
amount determined under subparagraph (a)(i) ex- 
ceeds the amount determined under subparagraph 
(a)(ii). ents: 
Related Provisions: 66(10.3) — Joint exploration corporation; 
66(13.1) — Short taxation year; 66.2(2) — Deduction for cumula- 
tive Canadian development expense; 110.6(1)“investment ex- 
pense’(d) — effect of claim under 66.4(2) on capital gains exemp- 


tion. See additional Related provisions and Definitions at end of s. 
66.4. 


History: Subpara. 66.4(2)(a)(i) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 41(2), applicable to taxation years ending af- 
ter February 17, 1987. Subpara. 66.4(2)(a)(i) formerly read: 


(i) the amount of the taxpayer’s cumulative Canadian oil and 
gas property expense at the end of the year, and 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 66.4(3) repealed by 1987, c. 46, sub- 
sec. 21(2), applicable to taxation years ending after February 17, 
1987. Subsec. 66.4(3) formerly read: 


(3) Successor corporation’s Canadian oil and gas 
property expense — Where a corporation (in this subsec- 
tion referred to.as the “successor corporation”) has at any 
time acquired, by purchase, amalgamation, merger, winding- 
up or otherwise (other than pursuant to an amalgamation that 
is described in subsection 87(1.2) or a winding-up to which 
the rules in subsection 88(1) apply), from another person (in 
this subsection referred to as the “predecessor’) all or sub- 
stantially all of the Canadian resource properties of the prede- 
cessor and (except in the case of an amalgamation or a wind- 
ing-up) the predecessor and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 
action to which the election relates occurred, there may be 
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deducted by the successor corporation in computing its in- 
come under this Part for a taxation year such amount as it 
may claim not exceeding the lesser of 


(a) 10% of the amount by which 


(i) the cumulative Canadian oil and gas property ex- 
pense of the predecessor, determined at the time im- 

“mediately after the property so acquired was ac- 
quired by the successor corporation, to the extent it 
has not been deducted by the predecessor in comput- 
ing his income for any taxation year and has not been 

deducted by the successor corporation in computing 
its income for a preceding taxation ‘ion 


eae 


(ii) the aggregate of all amounts each of which is an 
amount that became.receivable in the taxation year 
or a preceding taxation year. by the successor corpo- 
ration, is included in the amount determined under 
clause (5)(b)(v)(A) and may reasonably be regarded 
as attributable to the disposition by the successor 
corporation of any property owned by the predeces- 
sor immediately before the acquisition thereof by the 
successor corporation, and 


(b) the amount that is equal to such part of its income for 
the year, if no deduction were allowed under this section, 
section 65, 66, 66.1 or 66.2 or the Income Tax Applica- 
tion Rules, 1971 in respect of this paragraph (minus the 
deductions allowed for the year by subsection (4) and 
sections 112 and 113), as may reasonably be regarded as 
attributable to 


(i) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor had, immediately before the acquisition 
by the successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take.or remove min- 
erals, and 


(ii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the predecessor’s income and deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to ‘have been deducted 


by the successor corporation as a reserve in com-” 


puting its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the successor corporation’s income for 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions of property by the 
predecessor, 


and, in respect of any expense included in the cumulative Ca- 
nadian oil and gas property expense. referred to in. subpara- 


graph (a)(i), no deduction may be made under this section by _ 


the predecessor in computing his income for a taxation year 
subsequent to his taxation year in which the property so ac- 
quired was acquired by the successor corporation. 


S. 66.4(3) 


reference to “Canadian resource properties of the predecessor” shall 


| be read as a reference to “property of the predecessor used by him 


in carrying on in Canada such of the businesses described in any of 
subparagraphs 66(15)(h)(i) to (vii) as were carried on by him”. That 
portion of subsec. 66.4(3) formerly read: 


(3) Successor corporation’s Canadian oil and gas 

. property expense — Where a corporation (in. this subsec- 

_ tion, referred to.as the “successor. corporation’) has, at any 
time, acquired, by. purchase or otherwise (including an acqui- 
sition as a. result of an amalgamation described in section 87), 
from another person (in this subsection referred to as the 
“predecessor”) all or substantially all of the property of the 
predecessor used by him in carrying on in Canada such of the 
businesses described in’any of subparagraphs 66(15)(h)(i) to 
(vii) as ‘were carried on by him and (except in the case of an 
amalgamation or a winding-up) the predecessor and the suc- 
cessor corporation have jointly elected in prescribed form on 
or before the day that is the earlier of the days’on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the ‘taxation year 
in which ‘the transaction to: which the: election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year, such 
amount as it may claim not exceeding the lesser of 


Subpara. 66.4(3)(a)(ii) substituted by 1985, c. 45, subsec. 31(2), ap- 
plicable with respect to dispositions occurring in taxation years 
commencing after 1984. Subpara. 66. 4(3)(a)(ii) formerly read: 


(ii) the aggregate of all amounts each of which is an amount 
that became receivable by the successor corporation in the 
taxation year or in a preceding taxation year, that is required 
to be included in the amount determined under clause 
(5)(b)(v)(A) by virtue of subsection 59(1.2) and that may rea- 
sonably be regarded as attributable to. the disposition by the 
_successor corporation of any property owned by the predeces- 
sor immediately before the acquisition, thereof. by, the. succes- 
_, Sor corporation, and 


Cl. 66.4(3)(b)(ii)(A) amended by 1985, c. 45: subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), pide to taxation years 
commencing after 1984. 


All that portion.of subsec..66.4(3) preceding para. (b) substituted; 
all that portion of subsec. 66.4(3) following para. (b) amended to 
substitute “his” for “its” wherever the word appeared, subsec. 
66:4(3) amended to. substitute “predecessor” and “predecessor’s” 
for..“‘predecessor corporation” and. “predecessor. corporation’s” 
wherever those, expressions appeared, by 1984, c. 1, subsecs. 
30(1)—(3),. applicable with respect to acquisitions of property by a 
successor corporation from a predecessor after April 19, 1983. That 
portion of subsec. 66.4(3) preceding para. (b) formerly read: 


(3) Successor corporation's Canadian oil and gas 
property expense — Where a corporation (in this subsec- 
tion referred to as the “successor corporation”) has, at any 
time, acquired, by purchase or otherwise (including an acqui- 
sition.as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“predecessor corporation’) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(@) to (vil) as were carried, on by it and (ex- 
cept in the case of an amalgamation or a winding-up) the 
predecessor corporation and the successor corporation have 


Subpara. 66.4(3)(b)(i) substituted by 1986, c. 6, subsec. 31(2), to 
add “natural accumulations thereof or from oil or gas”, applicable to 
taxation years ending after March 1985. 


All that portion of subsec. 66.4(3) preceding para. (a) substituted by 
1985, c. 45, subsec. 31(1), applicable ;with respect to acquisitions 
occurring after 1982, except that with respect to acquisitions: occur- 
ring after 1982 and in taxation years commencing before 1985 the 
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jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 
action. to which the election relates occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this Part for a taxation year, such amount as it 


S. 66.4(3) 


may claim not exceeding the lesser of 
(a) 10% of the amount by which 


(i) the cumulative Canadian oil and gas property ex- 
pense of the predecessor corporation determined at 
the time immediately after the property so acquired 
was acquired by the successor corporation to the ex- 
tent it has not been deducted by the predecessor cor- 
poration in computing its income for any taxation 
year and has not been deducted by the successor cor- 
poration in computing its income for a previous taxa- 
tion year, 


exceeds 


(ii) the aggregate of all amounts each of which was 
an amount that became receivable in the taxation 
year or in a previous taxation year by the successor 
corporation, that are required to be included in the 
amount determined under clause (5)(b)(v)(A) by vir- 
tue of subsection 59(1.2) and that may reasonably be 
regarded as attributable to the disposition by the suc- 
cessor corporation of any property owned by the 
predecessor corporation immediately before the ac- 
quisition thereof by the successor corporation, and 
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garded as attributable to the disposition by the sec- 
ond successor corporation of any property owned by 
the predecessor of the first successor corporation im- 
mediately before the acquisition thereof by the first 
successor corporation, and 


(b) the amount that is equal to such part of its income for 
the year if no deduction were allowed under this section, 
section 65, 66, 66.1 or 66.2 or the Income Tax Applica- 
tion Rules, 197] in respect of this paragraph (minus the 
deductions allowed for the year by sections 112 and 113), 
as may reasonably be regarded as attributable to 


(i) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation had, 
immediately before the acquisition by the first suc- 
cessor corporation of the property so acquired by the 
second successor corporation, an interest or a right to 
take or remove petroleum or natural gas or a right to 
take or remove minerals, and 


(11) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 66.4(4) repealed by 1987, c. 46, sub- 
sec. 21(2), applicable to taxation years ending after February 17, 
1987. Subsec. 66.4(4) formerly read: 


(A) required by subsection 59(2) to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted. in comput- 
ing the income of the predecessor of the first 


(4) Second successor corporation’s Canadian oil and 
gas property expense — Where a corporation (in this sub- 
section referred to as the “second successor corporation”) has 
at any time acquired, by purchase, amalgamation, merger, 
winding-up or otherwise (other than pursuant to an amalga- 
mation that is described in subsection 87(1.2) or a winding-up 
to which the rules in subsection 88(1) apply), from another 
corporation (in this subsection referred to as the “first succes- 
sor corporation”) that was a successor corporation, within the 
meaning of subsection (3), all or substantially all of the Cana- 
dian resource properties of the first successor corporation and 
(except in the case of an amalgamation or a winding-up) the 
first successor corporation and the second successor corpora- 
tion have jointly elected in prescribed form on or before the 
day that is the earlier of the days on or before which either 
taxpayer making the election is required to file a return of 
income pursuant to section 150 for the taxation year in which 
the transaction to which the election relates occurred, there 
may be deducted by the second successor corporation in com- 
puting its income under this Part for a taxation year such 
amount as it may claim not exceeding the lesser of 


(a) 10% of the amount by which 


(i) the amount, if any, by which the amount deter- 
mined under subparagraph (3)(a)(i) in respect of the 


successor corporation and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and para- 
graph 88(1)(e.2) to have been deducted by the 
second successor corporation as a reserve in 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the second successor 
corporation for the year by virtue of subsection 
64(1), (1.1), or (1.2). in respect of dispositions of 
property by the predecessor of the first successor 
corporation, 


and, in respect of any expense included in the amount re- 
ferred to in subparagraph (a)(i), no deduction: may be made 
under this section by the first successor corporation in com- 
puting its income for a taxation year subsequent to its taxa- 
tion year in which the property so acquired was acquired by 
the second successor corporation. 


Subpara. 66.4(4)(b)(i) substituted by 1986, c. 6, subsec. 31(2), to 
add “natural accumulations thereof or from oil or gas”, applicable to 
taxation years ending after March 1985. 


All that portion of subsec. 66.4(4) preceding para. (a) substituted by 
1985, c. 45, subsec. 31(3), applicable with respect to acquisitions 
occurring after 1982, except that with respect to acquisitions occur- 
ring after 1982 and in taxation years commencing before 1985, the 


first successor corporation immediately after the 
property so acquired was acquired by the second suc- 
cessor corporation exceeds the amount determined 


reference to “Canadian resource properties of the first successor 
corporation” shall be read as a reference to “property of the first 
successor corporation used by it in carrying on in Canada such of 


under paragraph (3)(a)(ii) in respect of the first suc- 
cessor corporation at that time, to the extent it has 
not been deducted by the first successor corporation 
in computing its income for any taxation year and 
has not been deducted by the second successor cor- 
poration in computing its income for a preceding tax- 
ation year, 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount that became receivable in the taxation year 
or a preceding taxation year by the second successor 
corporation, is included in the amount determined 
under clause (5)(b)(v)(A) and may reasonably be re- 


the businesses described in any of the subparagraphs 66(15)(h)(i) to 
(vii) as were carried on by it”. That portion of subsec. 66.4(4) for- 
merly read: 


504 


(4) Second successor corporation’s Canadian oi] and 
gas property expense — Where a corporation (in this sub- 
section referred to as the “second successor corporation”) has, 
at any time, acquired, by purchase or otherwise (including an 
acquisition as a result of an amalgamation described in sec- 
tion 87), from another corporation (in this subsection referred 
to as the “first successor corporation”) that was a successor 
corporation within the meaning of subsection (3), all or sub- 
stantially all of the property of the first successor corporation 
used by it in carrying on in Canada such of the ‘businesses 
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described in any of subparagraphs 66(15)(h)(G) ‘to (wii) as 
were carried on by it and (except in the case of an amalgama- 
tion or a winding-up) the first successor corporation and the 
second successor corporation have jointly elected in pre- 
scribed form on or before the day that is the earlier of the 
days on ‘or before which either: taxpayer making the election 
is required to file a return of income: pursuant to section 150 
for the taxation year in which the transaction to which the 
election relates occurred, there may be deducted by the sec- 
ond successor corporation in computing its income under this 
- Part for a'taxation year; such amount as it may claim not ex- 
ceeding the lesser of 


Subpara..66.4(4)(a)(i) substituted by, 1985, c. 45, hare 31(4), ap-) 


plicable to taxation years ending after 1984. Subpara. 66. 4(4)(a)(i) 
formerly read: 


(i) the cumulative Canadien oil et gas property expense of 
the predecessor referred to in subparagraph (3)(a)(i) deter- 
mined at’ the time immediately after the property so acquired 
was acquired by the first successor corporation 'to the extent it 
has not been deducted by the first. successor corporation, in 
computing its income for any taxation year and has not been 
deducted by the second successor corporation in computing 
its income for’a previous taxation ‘year, 

Subpara: 66.4(4)(a)(ii) substituted by 1985, c. 45, subsec. 31(5), ap- 

plicable with réspect to dispositions occurring in taxation years 

commencing after 1984. Subpara. 66:4(4)(a)(ii), formerly, read: 
(ii) the aggregate of all amounts each of which -was an 
amount that became receivable in the taxation year or in.a 
previous. taxation year by the second successor corporation, 
that are required to be included in the amount determined 
under clause (5)(b)(v)(A) by virtue of subsection 59(1.2) and 
that may reasonably be regarded:as attributable’ to the disposi- 
tion by: the second: successor..corporation of any property 

-, owned by, the predecessor. of the. first successor corporation 

immediately before the acquisition thereof by the second suc- 
cessor corporation, and 

Cl. 66.4(4)(b)G@i)(A) amended by. 1985, .c..45, subsec. 24(8), to sc 

lete a reference to subsection 59(2.1), giplic ae to taxation years 

ee after fae 


(5) Definitions - rain this section 


Related Provisions: 66(15.1) — Application of subsecs. 66:1(6), 
66.2(5), 66.4(5) and 66.5(2); 66.1(6.1) — Application. of subsecs. 
66(15), 66.2(5). and 66.4(5); 66.2(5.1) — Application of subsecs. 
66(15), 66.1(6) and 66.4(5). 


Pre- RSC History: The opening words also referred to ss. 66, 66.1 
and 66.2. See now. subsecs. 66(15.1), 66. 1(6. 1), 66.2(5.1). 


“Canadian oil and gas property expense” of a tax- 
payer means any cost or expense incurred after De- 
cember 11,1979 that:is 


(a) notwithstanding paragraph 18(1)(m), the cost 
to the taxpayer of any property described in para- 
graph (a), (c) or (d) of the definition “Canadian 
resource property” in subsection 66(15) or a right 
to or interest in such property (other than such a 
right or interest that the taxpayer has by reason of 
being a beneficiary of a trust) or an amount paid 
or payable to Her Majesty in right of the Province 
of Saskatchewan as.a net royalty payment pursu- 
ant to a net royalty petroleum and natural gas 
lease that was in effect on March 31, 1977 to the 
extent that it can reasonably be regarded as a cost 
of acquiring the lease, but not including any pay- 
ment made to any of the persons referred to in 


| Related Provisions: 


' expense; 248(1)“Canadian oil and gas property. expense” 
_ tion applies to entire Act; 248(16) — GST input tax credit and re- 


S. 66.4(5) Can 


any of subparagraphs 18(1)(m)(i) to (iii) for the 
preservation of a taxpayer’s rights in respect of a: 

j Canadian resource property nor a payment (other 
than a net royalty payment referred to in this par- 
agraph) to which paragraph 18(1)(m) applied by 
virtue of subparagraph 18(1)(m)(v), 


(b) subject to section 66.8, the taxpayer’s share of 

“any expense referred to in paragraph (a) incurred 
by a partnership in a fiscal period thereof at the 
end of which the taxpayer was a member of the 
partnership, unless the taxpayer elects in respect 
of the share in prescribed form and manner on or 
before the day that is 6 months. after the tax- 
payer’s taxation year in which that period ends, 
or 


(c) any ‘cost or expense referred to-in paragraph 
(a) incurred by the taxpayer pursuant to an agree- 
ment in writing with a corporation, entered into 
before 1987, under which the. taxpayer incurred 
the cost or expense solely as. consideration for 
shares, other than prescribed shares, of the capital 
stock of the corporation issued to the taxpayer or 
any interest. in such shares ‘or right thereto, 


but, for greater certainty, shall not include 


(d) any consideration given by the taxpayer for 
any share or any interest therein or right thereto, 
except as provided by paragraph (c), or. 


(e) any expense described in’ paragraph (c) in- 
curred by any other taxpayer to the extent that the 
expense was, 


(a) by virtue of that paragraph, a Canadian oil 
and gas property expense of that other 
taxpayer, 


(ii) by virtue of paragraph (i) of the definition 
“Canadian exploration expense” in subsection 
66.1(6), a Canadian exploration expense of 
that other taxpayer, or 


(iii) by virtue of paragraph (g) of the defini- 
tion “Canadian development expense” in sub- 
section 66.2(5), a Canadian development ex- 
pense of that, other, taxpayer, 


but any amount of assistance that a taxpayer has re- 


ceived or is entitled to receive in respect of or related 
to the taxpayer’s Canadian oil and gas property ex- 
pense shall not reduce the amount of any of the ex- 


_ penses described in any of paragraphs (a) to (c); 


49(2) — Where option expires; 
53(1)(e)(vii.1) — Addition to adjusted. cost. base — partnership in- 


| terest; 66(10.3) — Joint exploration corporation; 66(12.5) — Unit- 


ized oil or gas field in Canada; 66.2(8) — Presumption; 66.3 — Ex- 
ploration and development shares; 66.4(1) — Recovery of costs; 
66.4(2) — Deduction: for cumulative Canadian oil and gas property 
— Defini- 


bate deemed to be assistance; 248(18) — GST — repayment of in- 
put tax credit; Interpretation Act 8(2.1), (2.2)— Application to 
exclusive economic zone and continental shelf. See additional Re- 
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lated provisions and Definitions at end of s. 66.4. 


History: Para. (b) of “Canadian oil and gas property expense” in 
subsec. 66.4(5) amended by 1994, c. 7, Sch. VIE (1993, c. 24), s. 
25, applicable to partnership fiscal periods ending after July 1990, 
except that an election referred to in the para, that is filed before 
December 11, 1993, shall be deemed to have been filed on a timely 
basis. That para. formerly read: 


(b) subject to section 66.8, the taxpayer’s share of any ex- 
pense referred to in paragraph (a) incurred by a partnership in 
a fiscal period thereof, if at the end of that fiscal period [the 
taxpayer] was a member thereof, or 


Pre-RSC History: The definition “Canadian oil and gas property 
expense” was para. 66.4(5)(a). See Table of Concordance. 


Subpara. 66.4(5)(a)(ii) amended by 1988, c. 55, s. 44, to add “sub- 
ject to section 66.8”, applicable after June 17, 1987. 


All that portion of para. 66.4(5)(a) preceding subpara. (i) amended 
to substitute “any cost or expense incurred” for “any outlay or ex- 
pense made or incurred”, subpara. 66.4(5)(a)(i11) amended to substi- 
tute “cost or expense” for “expense” (in two places) and “agreement 
in writing with a corporation, entered into before 1987” for “agree- 
ment with a corporation”, and all that portion of para. 66.4(5)(a) 
following subpara. (v) substituted by 1986, c. 55, subsecs. 15(1) to 
(3). That portion of para. 66.4(5)(a) formerly read: 


but no amount of assistance or benefit that a taxpayer has re- 
ceived or is entitled to receive from a government, municipal- 
ity or other public authority in respect of or related to his Ca- 
nadian oil and gas property expense, whether as a grant, 
subsidy, forgiveable loan, deduction from royalty or tax, in- 
vestment allowance or any other form of assistance or bene- 
fit, shall reduce the amount of any of the expenses described 
in any of subparagraphs (1) to (111); 

Subpara. 66.4(5)(a)(i) substituted by 1985, c. 45, subsec. 31(6), ap- 

plicable with respect to-dispositions occurring in. taxation years 

commencing after 1984. Subpara. 66.4(5)(a)(i) formerly read: 


(i) notwithstanding paragraph 18(1)(m), the cost to him of a 
Canadian resource property described in subparagraph 
66(15)(c)(i), (Giii) or (iv) or of any right to (including a right to 
receive proceeds of disposition in respect thereof) or interest 
in any such property (other than property of a trust) or an 
amount paid or payable to Her Majesty in right of the Prov- 
ince of Saskatchewan as a net royalty payment pursuant to a 
net royalty petroleum and natural gas lease that was in effect 
on March 31, 1977 to the extent that it can reasonably be re- 
garded as a cost of acquiring the lease, but not including any 
payment made to any of the persons referred to in any of sub- 
paragraphs 18(1)(m)() to (ii) for the preservation of a tax- 
payer’s rights in respect of a Canadian resource property or a 
property that would have been a Canadian resource property 
if it had been acquired by the taxpayer after 1971, and not 
including a payment (other than a net royalty payment re- 
ferred to in this subparagraph) to which paragraph 18(1)(m) 
applied by virtue of subparagraph (v) thereof, 
Subpara. 66.4(5)(a)Gii) substituted by 1980-81-82-83, c. 140, ‘s. 
37(1), applicable with respect to any outlay or expense made or in- 
curred after 1982, to add “, other than prescribed shares,” 
Regulations: 6202 (prescribed share). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-438R2: 
Crown charges — resource properties in Canada; IT-503: Explora- 
tion and development shares. 


Forms: T1086: Election by a partner. 


“cumulative Canadian oil and gas property ex- 
pense” of a taxpayer at any time in a taxation year 
means the amount determined by the formula 
(A+B+C+D+D.1)-(E+F+G+H+I4+IL.1+ 
J) 


Income Tax Act, Part I, Div. B 


A is the total of all Canadian oil and gas property 
expenses made or incurred by the taxpayer before 
that time, 


B is the total of all amounts determined under sub- 
section (1) in respect of the taxpayer for. taxation 
years ending before that time, 


C is the total of all amounts referred to in the 
description of F or G that are established by the 
taxpayer to have become bad debts before that 
time, 


D is such part, if any, of the amount determined for 
I as has been repaid before that time by the tax- 
payer pursuant to a legal obligation to repay all or 

any part of that amount, 


D.1 is the total of all specified amounts, deter- 
mined under paragraph 66.7(12.1)(c) in respect of 
the taxpayer for taxation years ending before that 
time, 


E is the total of all amounts deducted in computing 
the taxpayer’s income for a taxation year ending 
before that time in respect of the taxpayer’s cu- 
mulative Canadian oil and gas property expense, 


F is the total of all amounts each of which is an 
amount in respect of a property described in para- 
graph (a), (c) or (d) of the definition “Canadian 
resource property” in subsection 66(15) or a right 
to or interest in such a property, other than such a 
right or interest that the taxpayer has by reason of 
being a beneficiary ofa trust, (in this description 
referred to as “the particular property’) disposed 
of by the taxpayer before that time equal to the 
amount, if any, by which 


(a) the amount, if any, by which the proceeds 
of disposition in respect of the particular prop- 
erty that became receivable by the taxpayer 
before that time exceed any outlays or ex- 
penses made or incurred by the taxpayer 
before that time for the purpose of making the 
disposition and that were not otherwise de- 
ductible for the purposes of this Part 


exceeds the total of 
(b) the amount, if any, by which 


(i) the total of all amounts that would be 
determined under paragraph 66.7(5)(a), 
immediately before the time (in this para- 
graph and paragraph (c) referred to as the 
“relevant time’) when such proceeds of 
disposition became receivable, in respect 
of the taxpayer and an original owner of 
the particular property (or of any other 
property acquired by the taxpayer with the 
particular property in circumstances in 
which subsection 66.7(5) applied and in 
respect of which the proceeds of disposi- 
tion became receivable by the taxpayer at 
the relevant time) if 


(A) amounts that became receivable at 
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or after the relevant time: were not 
taken into account, 


(B) each designation made under sub- 


paragraph 66.7(4)(a)(iii) in respect of | 


an amount that became receivable 
before the relevant time were made 
before the relevant time, 


(C) ‘paragraph 66.7(5)(a) were read 
without reference to “10% of’, and 
(D) no reduction. under subsection 


80(8) at or after the relevant time were 
taken into account 


exceeds the total of 


(ii) all.amounts that would be determined 
under paragraph 66.7(5)(a) at the relevant 
time in respect of the taxpayer’and an orig- 
inal owner of the particular property. (or of 
that other property described in subpara- 
graph (i)) if 

(A) amounts that became 5 $B8Sivable af- 

ter the relevant time were not taken into 

account, 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(iii) in respect of 
an amount that became. receivable at or 
before the relevant time were made 
before the relevant time, 


(C) paragraph. 66.7(5)(a) were read 
without reference to “10% of’, and 


(D)..no reduction under subsection 
80(8) at or after the relevant time were 
taken into account, and 


(111) such portion of the amount determined 
under this paragraph as was otherwise ap- 
plied to reduce the amount otherwise de- 
termined under this description, and 


(c) the amount, if any, by which 


(i) the total of all amounts that would be 
determined under paragraph 66.7(4)(a), 
immediately before the relevant time, in 
respect of the taxpayer and an original 
owner of the particular property (or of any 
other property acquired by the taxpayer 
with the particular property in circum- 
stances in which subsection 66.7(4) ap- 
plied and in respect of which the proceeds 
of disposition became receivable by the 
taxpayer at the relevant time) if 


(A) amounts that became receivable at 
or after the relevant time were not 
taken into. account, 


(B) each designation made tinder sub- 
paragraph 66.7(4)(a)(ili) in respect of 
an amount that became_ receivable 


S; 66.4(5) cum 


(C) paragraph 66.7(4)(a) were: read 
without reference to “30% of’, and 


(D)_ no, reduction under subsection 
80(8) at or after the relevant time were 
taken into account 


_ exceeds the total of, 


~ (ii) all amounts ‘that would be determined 
“under paragraph 66.7(4)(a) at the relevant 
time in respect of the taxpayer and an orig- 
inal owner of the particular property (or of 
that other property described in subpara- 
graph (i)) if 
»(A) amounts that became receivable af- 
ter the relevant time were not taken into 
account,: 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(iii) in respect..of 
an amount that became receivable at or 

~ before the relevant time were made 
before the relevant time, 


(C) paragraph 66.7(4)(a) were read 
without reference to “30% of”, 


(D) amounts described in subparagraph 
66.7(4)(a)(il) that became receivable at 
the relevant time were not taken into 
account, and 


(E) no reduction under subsection 80(8) 
at or after the relevant time were taken 
into account, and __ 


(iii) such portion of the amount otherwise 
determined. under this paragraph as was 
otherwise applied to reduce the amount 
otherwise ‘determimed® under this 
description, 


G 1s the total of all amounts that became receivable 


by the taxpayer before that time that are to be in- 
cluded in the amount determined under this 
description by virtue of paragraph 66(12.5)(a), 


is the total of all amounts each of which is an 
amount received before that time on account of 
any amount referred.to in the description of C, 


is the total amount of assistance that the taxpayer 
has received or is entitled to receive in respect of 
any Canadian: oil and gas property expense in- 
curred after 1980 or that can reasonably be re- 
lated to any such expense after. 1980, 


I.1 is the total of all amounts by which the cumula- 


tive Canadian oil and gas property expense of the 
taxpayer is required because of subsection 80(8) 
to be reduced at or before that time, and 


is the total of all amounts that are required to be 
deducted before that time under paragraph 
66.7(12)(d) in computing the taxpayer’s cumula- 
tive Canadian oil and gas property expense; 


before the relevant time were made 
before the relevant time; 


Related Provisions: 20(1)(kk) — Exploration and development 
grants; 50(1)(a) — Deemed disposition where debt becomes bad 
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debt; 66(10.3) — Joint exploration corporation; 66(12.5) — Unit- 
ized oil or gas field in Canada; 66.7(5) — Deduction to successor 
corporation; 70(5.2) — Resource properties and land inventories of 
deceased taxpayer; 79(4)(c) — Subsequent payment by debtor fol- 
lowing surrender of property deemed to be repayment of assistance; 
79.1(8) — No claim for principal amount of bad debt where prop- 
erty seized by creditor; 80(8)(d) — Reduction of CCOGPE on debt 
forgiveness; 96(2.2)(d) — At-risk amount; 104(5.2) — Rules for 
trusts; 248(16) — GST — input tax credit and rebate; 248(18) — 
GST — repayment of input tax credit; 257 — Formula cannot cal- 
culate to less than zero. See additional Related provisions and Defi- 
nitions at end of s. 66.4. 


History: Cls. (b)(i)(D), (b)(ii)(D), (c)(i)(D) and (c)(ii)(E) added to 
the description of F in the definition “cumulative Canadian oil and 
gas property expense” in subsec. 66.4(5) by 1995, c.-21, subsecs. 
24(2)-(5), applicable to taxation years that end after February 21, 
1994, 


The description of I.1 added to the definition “cumulative Canadian 
oil and gas property expense” in subsec. 66.4(5) and the corre- 
sponding formula amended by 1995, c. 21, subsecs. 24(6) and (1), 
applicable to taxation years that end after February 21, 1994. 


All that portion of the description of F in the definition “cumulative 
Canadian oil and gas property expense” in subsec. 66.4(5) following 
para. (a) substituted by 1994, c. 21, subsec. 30(2), applicable to tax- 
ation years ending after February 17, 1987. That portion of the 
description of F formerly read: 


exceeds the amount equal to 


(b) where the proceeds of disposition referred to in para- 
graph (a) may reasonably be attributed to the disposition 
of a property that was acquired by the taxpayer in cir- 
cumstances in which subsection 66.7(5) applies to the 
taxpayer as successor, the lesser of 


(i) the amount determined under paragraph (a) in re- 
spect of the property, and 


Gi) the total of all amounts each of which is an 
amount that would be determined at that time under 
paragraph 66.7(5)(a) in respect of the acquisition of 
the property by the taxpayer if that paragraph were 
read without reference to “10% of”, and 


(c) in any other case, nil, 


D.1 and its description added to in the definition “cumulative .Cana- 
dian oil and gas property expense” in subsec. 66.4(5) by 1994, c. 7, 
Sch. II (1991, c. 49), subsecs. 41(3) and (3.1), applicable to taxation 
years beginning after February 17, 1987. 


Pre-RSC History: The definition “cumulative Canadian oil and 
gas property expense” was para. 66.4(5)(b). It contained descrip- 
tive subparagraphs instead of the present formula. The pre-R.S.C. 
version read: b> be 


(b).“cumulative Canadian oil and gas property expense” of a 
taxpayer at any time in a taxation year means the amount, if 
any, by which the aggregate of 


(i) the aggregate of all Canadian oil and gas property 
expenses made or incurred by him before that time, 


(ii) the aggregate of all amounts determined under sub- 
section (1) in respect of the taxpayer for taxation. years 
ending before that time, 


(iii) any amount referred to in subparagraph (v) or (vi) 
that is established by him to have become a bad debt 
before that time, and 


(iii.1) such part, if any, of the amount included in subpar- 
agraph (viii) as has been repaid before that time by the 
taxpayer pursuant to a legal obligation to repay all or 
any part of that amount 
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exceeds the aggregate of all amounts each of which is 


(iv) an amount deducted in computing his income for a 
taxation year ending before that time in respect of his cu- 
mulative Canadian oil and gas property expense, 


(v) the aggregate of all amounts each of which is an 
amount in respect of a property described in subpara- 
graph 66(15)(c)(i), (iii) or (iv) or a right to or interest in 
such property, other than such a right or interest that he 
has by reason of being a beneficiary of a trust, (in this 
subparagraph referred to as “the particular property”) 
disposed of by the taxpayer before that time equal to the 
amount, if any, by which ' 


(A) the amount, if any, by which the proceeds of dis- 
position in respect of the particular property that be- 
came receivable by him before that time exceeds any 
outlays or expenses made or incurred by him before 
that time for the purpose of making the disposition 
and that were not otherwise deductible for the pur- 
poses of this Part 


exceeds the amount equal to 


(B) where the proceeds of disposition referred to in 
clause (A) may reasonably be attributed to the dispo- 
sition of a property that was acquired by the tax- 
payer in circumstances in which subsection 66.7(5) 
applies to the taxpayer as successor, the lesser of 


(1) the amount determined under clause (A) in 
respect of the property, and 


(II) the aggregate of all amounts each of which 
is an amount that would be determined at that 
time under paragraph 66.7(5)(a) in respect of 
the acquisition.of the property by the taxpayer if 
that paragraph were read without reference to 
“10% of”, and 


(C) in any other case, nil, 


(vi) an amount that became receivable by him before that 
time that is to be included in the amount determined 
under this subparagraph by virtue of paragraph 
66(12.5)(a), 


_ (vii) an amount received before that time on account of 
any amount referred to in subparagraph (tii), 


(viii) any assistance that he has received or is entitled to 
receive in respect of any Canadian oil and gas property. 
expense incurred after 1980 or that can reasonably be 
related to any such expense after 1980, or 


(ix) any amount that is required to be deducted before 
__ that time under paragraph 66.7(12)(d) in computing his 
cumulative Canadian oil and gas property expense; 


Subpara. 66.4(5)(b)(iii.1) added by 1990, c. 45, s. 44, applicable 
with respect to amounts repaid after January 1990. 


All.that portion of subpara. 66.4(5)(b)(v) following cl. (A) substi- 
tuted and subpara. 66.4(5)(b)(ix) added, by 1987, c. 46, subsecs. 
21(3), (4), applicable to taxation years ending after February 17, 
1987. That portion of subpara. (v) formerly read: 


exceeds 
(B) the amount equal to, 


(I) where there has been an acquisition of property 
by the taxpayer from a predecessor (within the mean- 
ing of subsection (3)) or from a first successor corpo- 
ration (within the meaning of subsection (4)) and the 
particular property is all or part of the property that 
was so acquired, the amount, if any, by which the 
amount determined (immediately before the particu- 
lar time at which the amount receivable by the tax- 
payer for the particular property so became receiva- 
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ble by him) under subparagraph (3)(a)(i) in respect 
of the acquisition, or under subparagraph (4)(a)(i) in 
respect of the earlier acquisition by the first succes- 
sor corporation from its predecessor, as the case may 
be, exceeds the aggregate of such amounts that be- 
came receivable by the taxpayer before the particular 
time and that are described in subparagraph (3)(a)(1i) 
or (4)(a)(i1), as the case may be, as may reasonably 
be attributed to the disposition by the taxpayer of 
property owned by the predecessor or the first suc- 
cessor corporation, as the case may be, and 


(II) in any other case, nil, 


Subpara. 66.4(5)(b)(viii) substituted by 1986, €S-DD, eer 15(4). 
Subpara. 66.4(5)(b)(vili) formerly read: 


(viii) any amount of assistance or benefit that he has received 
or is entitled to receive from a government, municipality or 
other public authority in respect of any Canadian oil and gas 
property expense made or incurred after December 31, 1980 
or that can ‘reasonably be related to any such expense after 
that date, whether such amount is by way of a grant, subsidy, 
forgivable loan, deduction from royalty or tax, investment al- 
lowance or any other form of assistance or benefit; and 


All that portion of subpara. 66.4(5)(b)(v) preceding cl. (B) substi- 
tuted by 1985, c. 45, subsec. 31(7), applicable with respect to dispo- 
sitions occurring in taxation years commencing after 1984, but for 
dispositions occurring in taxation years commencing before 1985 
subparagraph 66.4(5)(b)(v) shall apply and be read as it was at the 
time the disposition occurred having regard to any subsequent 
amendments thereto that applied at that time. That portion of sub- 
para. 66.4(5)(b)(v) formerly read: 


(v) the aggregate of all amounts each of which is an amount 
in respect of a property (referred to herein as “‘the particular 
property”) disposed of by the taxpayer equal to the amount, if 
» any, by which 
(A) the amount, in respect of the disposition of the partic- 
ular property, that became receivable by him before that 
time that is required to be included in the amount deter- 
mined under this clause by virtue of subsection 59(1.2), 


exceeds 


Interpretation Bulletins: IT-125k4: Dispositions of resource 
properties. 


“disposition” and “proceeds of disposition” have 
the meanings assigned by section 54. 
Pre-RSC History: The definitions “disposition” and “p 
disposition” were para, 66.4(5)(c). 
Para. 66.4(5)(c) added by 1985, c. 45, subsec. 31(8), applicable with 


respect to dispositions occurring in taxation years commencing after 
1984. 


(5.1) Application of subsecs. 66(15) and 
66.1(6) — The definitions in:subsections 66(15) and 
66.1(6) apply to this section. 

Origin of subsec..66.4(5.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 


merly. contained. in the opening words of subsecs. 66(15). and 
66.1(6). 


roceeds of 


(6) Share of partner — Except as provided in sub- 
section (7), where a taxpayer is a member of a'part- 
nership, the taxpayer’s share of any amount that 
would be an amount referred to in the description of 
D in the definition “cumulative Canadian oil and gas 
property expense” in subsection (5), in paragraph (a) 
of the description of F in that definition or in the 
description of G or I in that definition in respect of 


S. 66.4 


the partnership for a taxation year of the partnership 
if section 96 were read without reference to para- 
graph 96(1)(d) shail, for the purposes of this Act, be 
deemed to be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian oil 
and gas property expense” in subsection (5), in para- 
graph (a) of the description of F in that definition or 
in the description of G or I in that definition, which- 
ever is applicable, in respect of the taxpayer for the 
taxation year of the taxpayer in which the partner- 
ship’s taxation year ends. 


| History: Subsec. 66.4(6) amended by 1994, c. 7, Sch. II (1991, c. 


49), subsec. 41(4), to add reference to the description of D (twice), 
applicable after January 1990. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-353R2: Partnership interests —-some adjustments to 
cost base. 


(7) Exception — Where a non-resident person is a 
member of a partnership that is deemed under para- 
graph 115(4)(b) to have disposed of any Canadian 
resource property, the person’s share of any amount 
that would be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian oil 
and gas property expense” in subsection (5), in para- 
graph (a) of the description of F in that definition or 
in the description of G or I in that definition in re- 
spect of the partnership for a taxation year of the 
partnership if section 96 were read without reference 
to paragraph 96(1)(d) shall, for the purposes of this 
Act, be deemed to be an amount referred to in the 
description of D in the definition “cumulative Cana- 
dian oil and gas property expense” in subsection (5), 
in paragraph (a) of the description of.F in that defini- 
tion or in the description of G or I in that definition, 
whichever is applicable, in respect of the person for 
the taxation year of the person that is deemed under 
paragraph 115(4)(a) to have ended. 

History: Subsec. 66.4(7) substituted by 1994, c. 7, Sch. II (1991, c. 


49), subsec. 41(4), applicable to taxation years of partnerships be- 
ginning after 1984. Subsec. 66.4(7) formerly read: 


(7) ldem — Where a non-resident person is a member of a 
partnership that is deemed under paragraph 115(4)(b) to have 
disposed of a property described in any of paragraphs 
59(1.2)(a), (2)(c) and (d) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, the non-resident’s 
share of any amount that would be an amount referred to in 
paragraph (a) of the description of F in the definition “cumu- 
lative Canadian oil and gas property expense” in subsection 
(5) or in the description of G or I in that definition in respect 
of the partnership for a taxation year of the partnership if sec- 
tion 96 were read without reference to paragraph 96(1)(d) 
shall, for the purposes of this Act, be.deemed to be an amount 
referred to in paragraph (a) of the description of F in the defi- 
nition “cumulative Canadian oil and gas property expense” in 
subsection (5) or in the description of G or J in that definition, 
as the case may be, in respect of the non-resident person for 
the taxation year of the non-resident person that is deemed 
under paragraph 115(4)(a) to have ended. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


Related Provisions [s. 66.4]: 66(5) - — Dealers; -66(18) — Mem- 
bers of partnerships; 66.7 — Successor rules; 66.8(1) — Resource 
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expenses of limited partner; 87(1.2) — New corporation deemed 
continuation of predecessor; 127.52(1)(e) — Limitation on deduc- 
tion for minimum tax purposes. 


Pre-RSC History [s. 66.4]: S. 66.4 amended by 1984, c. 1, 
subsec. 30(3), applicable with respect to acquisitions of property by 
a successor corporation from a predecessor after April 19, 1983, to 
substitute “predecessor” and “predecessor’s” for “predecessor cor- 
poration” and “predecessor corporation’s”, wherever those expres- 


sions appeared. 


S. 66.4 added by 1980-81-82-83, c. 48, s. 37, applicable to taxation 
years ending after December 11, 1979 except that, in its application 
to a taxation year that includes December 11, 1979, subpara. 
66.4(2)(a)(1i) shall be read as follows: 


“(i1) the amount, if any, by ‘which the aggregate of all 
amounts each of which is 


(A) an amount included in his income for the year by vir- 
tue of a disposition in the year of inventory described in 
section 66.3 that was a share, any interest therein or right 
thereto acquired by the taxpayer under circumstances de- 
scribed in subparagraph (5)(a)(iii), 


(B) an amount included by virtue of paragraph 12(1)(e) 
‘in computing his income for the year to the extent that it 
relates to inventory described in clause (A), or 


(B.1) an amount included by virtue of paragraph 
59(3.2)(c) in his income for the year, 


exceeds the aggregate of all amounts each of which is 


(C)-an amount deducted as a reserve by virtue of para- 
graph 20(1)(n) in computing his income for the year to 
the extent that the reserve relates to inventory described 
in clause (A), or 


(D) an amount. deducted under subsection 64(1) in re- 
spect of property described in paragraph 59(1.2)(b) or 
under subsection 64(1.1) or (1.2) in computing his in- 
come for the year to the extent that the reserve relates to 
property disposed of in the year, and”. 


Definitions [s. 66.4]: “amount” — 248(1); “assistance” — 
66(15), 66.4(5.1), 79(4), 125.4(5), 248(16), 248(18); “Canada” — 
255, Interpretation Act 8(2.1), (2.2); “Canadian exploration ex- 
pense” — 66.1(6), 66.4(5.1), 248(1); “Canadian oil and gas prop- 
erty expense” —.66.4(5), 248(1); “Canadian resource property” — 
66(15), 66.4(5.1), 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “disposition” — 54, 66.4(5); “expense” — 66(15), 
66.4(5.1); “fiscal period” — 248(1), 249.1; “inventory”, “mineral”, 
“non-resident”, “oil or gas well’, “prescribed” — 248(1); “proceeds 
of disposition” — 54, 66.4(5); “property”, “share” — 248(1); “taxa- 
tion year” — 11(2), 249; “taxpayer” — 248(1); “writing” — Inter- 
pretation Act 35(1). 


66.5. (1) Deduction from income — In comput- 
ing its income. for a taxation year that ends before 
1995, a corporation that has not made a designation 
for the year under subsection 66(14.1) or (14.2) may 
deduct such amount as it may claim not exceeding 
its cumulative offset account at the end of the year. 
Related Provisions: 66.7 — Successor rules; 66.8(1) — Re- 


source expenses of limited partner; 196 — Tax on deduction under 
s. 66.5. 


Forms: T2099: Part IX tax return in respect of amounts deducted 
under subsection 66.5(1). 


(2) Definition of “cumulative offset account” 
— In this section, “cumulative offset account’ of a 
corporation at any time means the amount, if any, by 
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which 


(a) the total of all amounts required to be added 
under subsections 66(14.1) and (14.2) in comput- 
ing its cumulative offset account before that time, 


exceeds 


(b) the total of all amounts deducted under sub- 
section (1) in computing its income for taxation 
years ending before that time. 


Related Provisions: 87(2)(pp) — Amalgamation — cumulative 
offset account computation. 


(3) Change of control — Where at any time after 
June 5, 1987 control of a corporation has been ac- 
quired by a person or group of persons, the amount 
deductible under subsection (1) by the corporation in 
computing its income for a taxation year ending after 
that time shall not exceed the amount, if any, by 
which 


(a) the part of its income for the year that may 
reasonably be regarded as attributable to produc- 
tion from Canadian resource properties owned by 
it immediately before that time 


exceeds 


(b) the total of all amounts deducted under sub- 
section 29(25) of the Income Tax Application 
Rules and subsections 66.7(1), (3), (4) and (5) by 
it in respect of its income for the year in comput- 
ing its income for the year. 
Related Provisions: 249(4) — Deemed year end where change 
of control occurs; 256(7)—(9) — Whether control acquired. 
Pre-RSC History: Subsec. 66.5(3) added by 1987, c. 46, s. 22, 
applicable to taxation years ending after June 5, 1987. 


Subsec. 66.5(1) substituted by 1986, c. 58, s. 9. Subsec. 66.5(1) for- 
merly read: 


66.5 (1) Deduction from income —:A: corporation that has 
not made a designation for a taxation year pursuant to subsec- 
tion 66(14.1) or (14.2) may deduct in computing its income 
for the year such amount as it may claim not exceeding its 
cumulative offset account at the end of the year, : 


S. 66.5 added by 1986, c. 2,.s. 19, applicable to.1985 et seq. 
Definitions [s. 66.5]: “acquired” — 256(7)-(9); “amount” — 
248(1); “control” — 256(7)-(9); “corporation” — 248(1), Interpre- 
tation Act 35(1); “cumulative offset account” — 66.5(2); “per- 
son” — 248(1); “taxation year” — 249. 


66.6 (1) Where subsec. 29(25) of ITAR and 
subsecs. 66.7(1), (2), etc. do not apply — 
Where a particular corporation has at any time after 
July 19, 1985 acquired by purchase, amalgamation, 
merger, winding-up or otherwise, from another per- 
son who is exempt from tax under this Part on that 
person’s taxable income (other than a corporation 
that is referred to in paragraph 149(1)(d) and that is a 
principal-business corporation within the meaning 
assigned by subsection 66(15)) all or substantially all 
of the person’s Canadian resource properties, sub- 
section 29(25) of the Income Tax Application Rules 
and subsections 66.7(1), (2), (3) and (4) do not apply 
to the particular corporation in respect of the acquisi- 
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tion of the properties except to the extent that the 
properties were acquired by it before 1987 pursuant 
to an agreement 11 in writing made by it before July 20, 
1985. 


(2) Where. subsec. 66.7(5).does not apply — 
Where a particular corporation has at any time.after 
July 19,1985 acquired by purchase, amalgamation, 

merger, winding- -up or otherwise, from another per- 
son. who. is exempt from tax under this Part on. that 
person’ s, taxable income all or substantially all of the 
person’s. Canadian resource properties, subsection, 
66.7(5,) does not, apply to the particular corporation 
in respect. of the acquisition of the properties except 
to the extent that the properties were acquired by it 
before 1987 pursuant to an agreement in walling 
made by it before July 20, 1985. 


Related Provisions [s. 66.6]: 
66.8(1) — Resource expenses of limited partner. 


66:7 — Successor rules; 


Pre-RSC History [s. 66.6]: S. 66.6 amended by 1987, c. 46, s. 
22.1, to substitute “subsections 66.7(1), (2)” for ““subsecs. 66(6), 
(7)” in the heading to subsec. (1), “the meaning assigned by para- 
graph 66(15)(h)” for “the meaning of paragraph 66(15)(h)”, “sub- 
section 29(25) of the Income Tax-Application Rules, 1971 and sub- 
sections 66.7(1), (2), (3) and (4)” for “subsections 66(6) and (7), 
66.1(4) and (5) and 66.2(3) and (4)”; “subsection 66.7(5)” for “sub- 
secs. 66.4(3) and (4)” in the heading to subsec. (2), and “subsection 
66.7(5) does not’ for “subsections 66.4(3) and (4) do not”, applica- 
ble to taxation years ending after February 17, 1987. 


S: 66.6 added by 1986, c. 55, s. 16, applicable to taxation years end- 
ing after July 19,1985. 


S. .66.7(1)(b) 


Definitions [s. 66.6]: “business” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); DET SON “property” — 248(1); 
“taxable: i pi 248(1); ae noe Act 
35(1). 

Interpretation Bulletins [s. 66.6]: IT- 126R2: ‘Meaning of 
“winding-up”’. 


66.7 (1) Successor of Canadian exploration 


and development expenses — Subject to sub- 


sections (6) and (7), where after 1971 a corporation 
(in this subsection referred to as the “successor’’) ac- 
quired a particular Canadian resource property 
(whether by way of a purchase, amalgamation, 
merger, winding-up or otherwise), there may be de- 
ducted by the successor in computing its income for 
a taxation year an amount not exceeding the total of 
all amounts each of which is an amount determined 
in respect of an original owner of the particular prop- 
oy that is the lesser of 


(a) the Canadian exploration and development 
expenses incurred by the original owner before 
the original owner disposed of the particular 
property to the extent that those expenses were 
not otherwise deducted in computing the income 
of the successor for the year, were not deducted 
in computing the income of the successor for a 
preceding taxation year and were not deductible 
under subsection 66(1) or deducted under subsec- 
. tion 66(2) or (3) by the original owner, or de- 
ducted by any predecessor owner of the particular 
~ property, in computing income for any taxation 
year, and 


(b) the amount, if any, by which _ 
(i) the part of the successor’s income for the 


year that may reasonably be regarded as. at- 
tributable to 


(A) the amount included in computing its 
income for the year’ under ‘paragraph 
59(3.2)(c) that may reasonably be regarded 
as attributable to the disposition by it in the 
year or a preceding taxation year of any in- 
terest in or right to the particular property 
to the extent that the proceeds of the dispo- 
sition have not been included in determin- 


ing» an amount under — clause 
29(25)(d)(i)(A) of the Income Tax Appli- 
cation. Rules, this. clause,, clause 


(3)(b)(G)(A) or paragraph (10)(g) for.a pre- 
ceding taxation year, 
(B) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner, if any, of the particular 
property, or 
(C) production from 
property, 
computed ‘as if no deduction were allowed 
under section 29 of the Income Tax Applica- 
tion Rules, this section or any of sections 65, to 


66.5, 


the’ - particular 


511 


S. 66.7(1)(b) 


exceeds the total of 


(ii) all.other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (3), (4) 
and (5) for the year that can reasonably be re- 
garded as attributable to the part of its income 
» for the year described. in subparagraph (i) in 
respect of the particular property; and 


(iii) all amounts added because of subsection 
80(13) or (17) in computing the amount deter- 
mined under subparagraph (1). 


Related Provisions: 66(1) — Exploration and development ex- 
penses; 66.6(1) — Application; 66.7(6), (7) — Application rules; 
66.7(10) — Change of control; 66.7(11) — 
anti-avoidance rule; 66.7(12) — Reduction of Canadian resource 
expenses; 66.7(14) — Disposal of Canadian resource properties; 
66.7(16) — Non-successor acquisitions; 66.7(17) — Restriction on 
deductions. See additional Related provisions and Definitions at end 
of s. 66.7. 


History: The portion of para. 66.7(1)(b) after subpara. (i) amended 
by 1995, c. 21, subsec. 25(1), applicable to taxation years that end 
after February 21, 1994. That portion formerly read: + 


exceeds 


(ii) the total of all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application Rules, this 
subsection and subsections (3), (4) and (5) for the year 
that may reasonably be regarded as attributable to the 
part of its income for the year described in subparagraph 
(i) in respect of the particular property. 


Para. 66.7(1)(a) substituted by 1994, c. 7, Sch. IT (1991, c. 49), sub- 
sec. 42(1), applicable to taxation years ending after February 17, 
1987. Para. 66.7(1)(a) formerly read: 


(a) the Canadian exploration and development expenses in- 
curred by, the original owner before that owner disposed of 
the particular property to the extent that those expenses were 
not deducted by the successor in computing its income for a 
preceding taxation year and were not deductible under sub- 
section 66(1), or deducted under subsection 66(2) or (3), by 
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the original owner or deducted by any predecessor owner of 
the particular property in computing income for any taxation .. 
year, and 


Forms: T2010: Bisson to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(2) Successor of foreign exploration and 
development expenses — Subject to subsec- 
tions (6) and (8), where after 1971 a corporation (in 
this subsection referred to as the “successor’’) ac- 
quired a particular foreign resource property 
(whether by way of a purchase, amalgamation, 
merger, winding-up or otherwise), there may be de- 
ducted by the successor in computing its income for 
a taxation year an amount not exceeding the total of 
all amounts each of which is an amount determined 


in respect of an original owner of the particular prop- 


erty that is the lesser of 
(a) the amount, if any, by which. 


(i) the foreign exploration and development 
expenses incurred by the original owner 
before the original owner disposed of the par- 

- ticular property to the extent. that those ex- 
penses were not otherwise deducted in com- 
puting the successor’s income for the year, 
were not deducted in computing the succes- 
sor’s income for a preceding taxation year and 
were not deductible by the original owner, or 
deducted by any predecessor owner of the 
particular property, in computing income for 
any taxation year 


exceeds 


(ii) the total of all amounts each of which is an 
amount by which the amount described in this 
paragraph is required because of subsection 
80(8) to be reduced at or before the end of the 
year, and 


(b) the amount, if any, by which the total of 


(i) the part of the successor’s income for the 
year that can reasonably be mice as attrib- 
utable to 


(A) the amount included under subsection 
59(1) in computing its income for the year 
that can reasonably be regarded as attribu- 
table to the disposition by it of any interest 
in or right to the particular property, or — 
(B) production from the particular 
property, 

computed as if no deduction were allowed 

under sections 65 to 66.5 and this section, and 


(ii) the lesser. of 


(A) the total of all amounts each of which 
is the amount designated by the successor 
for the year in respect of a Canadian re- 
source property owned by the original 
owner immediately before being acquired 
with the particular property by the succes- 
sor or a predecessor owner of the particu- 
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lar property, not exceeding the amount in- 
cluded in the successor’s income for the 
year, computed as if no deduction were al- 
lowed under section 29 of the Income Tax 
Application Rules, this section or any of 
sections 65 to 66.5, that can reasonably be 
regarded as being attributable to the pro- 
duction after 1988 from the Canadian re- 
source property, and 


(B) the amount, if any, by which 10% of 
the amount described in paragraph (a) for 
the year in respect of the original owner 
exceeds the total of all amounts each of 
which would, but for this subparagraph, 
clause (i1i)(B) and — subparagraph 
(10)(h)(vi), be determined under this para- 
graph for the year in respect of the particu- 
‘lar property or other foreign resource prop- 

erty. owned by the original owner 
immediately before being acquired with 
the particular property by the successor or 
a predecessor owner, of. the particular 
property 

exceeds the total of 


(iii) all other amounts deducted under this 
subsection for the year that can reasonably be 
regarded as attributable to 


(A) the part of its income for the year de- 
-Scribed in) subparagraph (1) in respect of 
the particular property, or 


(B).a part of its income for the year de- 
scribed in clause (4i)(A) in respect of 
which an amount is designated by the suc- 
cessor under clause (1i)(A), and 


(iv) all amounts added because of subsection 
80(13) or (17).in computing the amount deter- 
mined under ‘subparagraph (1), 


and income in respect of which an amount 1s desig- 
nated under clause (b)(ii)(A) shall, for the purposes 
of clause 29(25)(d)(G)(B) of the Income Tax Applica- 
tion Rules, clauses (1)(b)(i)(C),  (3)(b)G)(O), 
(4)(b)()(B). and (5)(b)G)(B) and subparagraph 
(10)(g)(ii), be deemed not to be attributable to pro- 
duction from.a:Canadian resource property. 

Related Provisions: 66(4) — Foreign exploration and develop- 
ment expenses; 66.6(1}) — Application; 66.7(6), (8) — Application 
tules; 66.7(10) — Change of control; 66.7(11) — Change of. con- 
trol — anti-avoidance rule; 66.7(13) — Reduction of foreign re- 
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source expenses; 66.7(15) — Disposal of. foreign resource proper- 
ties; 66.7(16)— Non-successor acquisitions; 66.7(17) — 
Restriction on deductions; 80(1)“successor pool” — Debt forgive- 
ness; 80(8)(a)— Reduction of undeducted, balances on debt for- 
giveness. See: additional Related provisions and Definitions at end 
of s. 66.7. 


History: Para. 66.7(2)(a) and the portion of para. 66.7(2)(b) after 
subpara. (11) amended by 1995, c. 21, subsecs. 25(2) and (3), appli- 
cable to taxation years that end after February 21, 1994. Para. 
66.7(2)(a) and that portion of para. 66.7(2)(b) formerly read: 


(a) the foreign exploration and development expenses. in- 
‘curred by the original owner before the original owner ‘dis- 
posed of the particular property to the extent that those ex- 
penses ‘were not otherwise deducted in computing the income 
of the successor for the year; were, not deducted in computing 
the income of the successor for a.preceding taxation year and 
were not deductible by the original owner, or deducted by any 
“predecessor owner of the particular property, in computing 
income for any taxation year, and 


exceeds 


(iii) the total. of all other amounts deducted under this 
subsection for the year that can Reaspnably be regarded as 
attributable to 


(A) the part of its income for the year described in 
subparagraph (i) in respect of the particular property, 
or rei 

(B) a part of its income for the year described in 
clause (i1)(A) in respect of which an amount is desig- 
nated by the successor under clause (ii)(A), 


Cl. 66.7(2)(b)(@i)(B) substituted by 1994, c. 21, subsec..31(1), appli- 
cable.to taxation years ending after February 17, 1987. That cl. for- 
merly read: 


(B) the amount, if any, by which 10% of the amount de- 

- scribed in paragraph (a) for the year in respect of the original 
owner exceeds the total of all amounts each of which would, 
but for this subparagraph, clause (iii)(B) and subparagraph 
(10)(h)Gv), be determined under this paragraph for the year in 
respect of the particular property or other foreign resource 
property owned by the original owner immediately before be- 
ing acquired with the particular property by the successor or a 
predecessor owner of the particular property 


| Paras. 66.7(2)(a), (b) substituted by 1994, c. 7, Sch. II (1991, c. 49), 


subsec. 42(2), applicable to taxation years ending after February 17, 
1987, except that, where subsec. 66.7(2) applies to the successor re- 
ferred to therein by reason of the application of subsec. 66.7(10), cl. 
(b)Gi)(A) shall be read without reference to the expression “after 
1988”. Paras. 66.7(2)(a), (b) formerly read: 


(a) the foreign exploration and development expenses in- 
curred by the original owner before that owner disposed of 
the particular property to the extent that those expenses were 
not deducted by the successor in computing its income for a 
preceding taxation year and were not deductible by the origi- 
nal owner or deducted by any predecessor owner of the par- 
ticular property in computing income for-any taxation year, 
and 

(b) the amount, if any, by which 


(i) the part of the successor’s income for the year that 
may reasonably be regarded as attributable to 


(A) the amount included in computing its income for 
the year under subsection 59(1) that may reasonably 
be regarded as attributable to the disposition by it of 
any interest in or right to the particular property, or 
(B) production from the particular property, 


computed as if no deduction were allowed under this sec- 
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tion or any of sections 65 to 66.5, 
exceeds 


(ii) the total of all other amounts deducted under this sub- 
section for the year that may reasonably be regarded as 
attributable to the part of its income for the year de- 
scribed in subparagraph (i) in respect of the particular. 
property. 
Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by.a corporation. 


(3) Successor of Canadian exploration ex- 
pense — Subject to subsections (6) and (7), where 
after May 6, 1974 a corporation (in this subsection 
referred to as the “successor”) acquired a particular 
Canadian resource property (whether by way of a 
purchase, amalgamation, merger, winding-up or oth- 
erwise), there may be deducted by the successor in 
computing its income for a taxation year an amount 
not exceeding the total of all amounts each of which 
is an amount determined in respect of an original 
owner of the particular property that is the lesser of 


(a) the amount, if any, by which 
(i) the total of 


(A) the cumulative Canadian exploration 
expense of the original owner determined 
immediately, after the disposition of the 
particular property by the original owner, 
and 


(B) all amounts required to be added under 
paragraph (9)(f) to the cumulative Cana- 
dian exploration expense of the original 
owner in respect of a predecessor owner of 
the particular property, or the successor, as 
the case may be, at any time after the dis- 
position of the particular property by the 
original owner and before the end of the 
year, 


to the extent that an amount in respect of that 
total was not 


(C) deducted or required to be deducted 
under subsection 66.1(2) or (3) by the orig- 
inal owner or deducted by any predecessor 
owner of the particular property in com- 
puting income for any taxation year, 


(D) otherwise deducted in computing the 
successor’s income for the year, 


(E) deducted in computing the successor’s 
income for a preceding taxation year, or 


(F) designated by the original owner pur- 
suant to subsection 66(14.1) for any taxa- 
tion year, 

exceeds 


(11) the total of all amounts each of which is an 
amount by which the amount described in this 
paragraph is required because of subsection 
80(8) to be reduced at or before the end of the 
year, and 
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(b) the amount, if any, by which 


(i) the part of the successor’s income for the 
year that may reasonably be regarded as at- 
tributable to 


(A) the amount included in computing its 
income for the year under paragraph 
59(3.2)(c) that may reasonably be regarded 
as being attributable to the disposition by it 
in the year or a preceding taxation year of 
any interest in or right to the particular 
property to the extent that the proceeds 
have not.been included in determining an 
amount under clause 29(25)(d)(i)(A) of the 
Income Tax Application Rules, this clause, 
clause (1)(b)(1)(A) or paragraph (10)(g) for 
a preceding taxation year, 


(B) its reserve. amount for the year in re- 

spect of the original owner and each prede- 

cessor owner, if any, of the particular 

property, or 

(C) production from 

property, . 
computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 


tion Rules, this section or any of sections 65 to 
66.5, 


exceeds the total of 


the particular 


(ii) all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (1), (4) 
and (5) for the year that can reasonably be re- 
garded as attributable to the part of its income 
for the year described in subparagraph (i) in 
respect of the particular property, and 


(iii) all amounts added because of subsection 
80(13) or (17) in computing the amount deter- 
mined under subparagraph (i). 


Related Provisions: 66.6(1) — Application; 66.7(6), (7), (9) — 
Application rules; 66.7(10), (11) — Change of control; 66.7(12) — 
Reduction of Canadian resource expenses; 66.7(14) — Disposal of 
Canadian resource properties; 66.7(16) — Non-successor acquisi- 
tions; 66.7(17) — Restriction on deductions; 80(1)‘“successor 
pool” — Debt forgiveness; 80(8)(a) — Reduction of undeducted 
balances on debt forgiveness. See additional Related provisions and 
Definitions at end of s. 66.7. 


History: Para. 66.7(3)(a) and the portion of para. 66.7(3)(b) after 
subpara. (1) amended by 1995, c. 21, subsecs. 25(4) and (5), applica- 
ble to taxation years that end after February 21, 1994. Para. 
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66.7(3)(a) and that portion of para. 66.7(3)(b) formerly read: 
(a) the total of 


(i) the cumulative Canadian exploration expense of the 
original owner determined immediately after the disposi- 
tion of the particular property by the original owner, and 


(ii) all amounts required to be added under paragraph 
(9)(f) to the cumulative Canadian exploration expense of 
the original owner in respect of a predecessor owner of 
the particular property, or the successor, as the case may 
be, at any time after the disposition of the particular prop- 
erty by the original owner and before the end of the year, 


- to the extent that an amount in respect. of that total was not 


(iii) deducted or required to be deducted under subsection 
66.1(2) or (3) by the original owner or deducted by any 
predecessor. owner of the particular property in comput- 
ing income for any taxation year, 


(111.1) otherwise deducted in computing the income of the 
successor for the year, 


(iv) deducted by the successor in computing income for a 
preceding taxation year, or 


(v) designated by the original owner pursuant to subsec- 
tion 66(14.1) for any taxation year, and 


exceeds 


(ii) the total of all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application Rules, this 
subsection and subsections (1), (4) and (5) for the year 
that may reasonably be regarded. as. attributable to the 
part of its income for the year described:in subparagraph 
(1) in respect of the particular property. 

Subpara. 66.7(3)(a)(iii) amended by 1994, c. 8, subsec. 8(1), appli- 

cable to taxation years ending after Hata 2, 1992. Subpara. (iii) 

formerly read: 


(ii) deductible under subsection 66.1(2) or deducted under 
subsection 66.1(3) by the original owner or deducted by any 
predecessor owner of the particular property in computing in- 
come for any taxation year, 


Subpara. 66.7(3)(a)(~iii.1) added by 1994, c. 7, Sch. I (1991, c..49), 
subsec. 42(3), applicable to taxation years ending after February 17, 
1987. 


Forms: T2010: Election to deduct resource expenses oR acquisi- 
tion of resource property by a corporation. 


(4) Successor of Canadian development ex- 
pense — Subject to subsections (6) and (7), where 
after May 6, 1974 a corporation (in this subsection 
referred to as the “successor’”’) acquired a particular 
Canadian resource property (whether by way of a 
purchase, amalgamation, merger, winding-up or oth- 
erwise), there may be deducted by the successor in 


computing its income for a taxation year an amount | 


not exceeding the total of all amounts each of which 
is an amount determined in respect of an original 
owner of the particular property that is the lesser of 


(a) 30% of the amount, if any, by which 
(i) the amount, if any, by which 


(A) the cumulative Canadian development 
expense of the original owner determined 
immediately after the disposition of the 
particular property by the original owner to 
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the extent that it has not been 


(1) deducted’ by the original owner or 
any predecessor owner of the particular 
property in computing income for any 
taxation year, | 


(1.1) otherwise deducted in computing 
the income of the successor for the 
year, | 

(II) deducted. by the successor in com- 
puting its income for any preceding 
taxation -year, or 


(Ill) designated by the original owner 
pursuant to subsection sn 2) for any 
taxation year, 


exceeds 


(B) any amount required to be deducted 
under paragraph (9)(e) from the cumula- 
tive Canadian development expense of the 
original owner in respect of a predecessor 
owner of the particular property or the suc- 
cessor, as the case may be, at any time af- 
ter the disposition of the particular prop- 
erty by the original owner and before the 
end of the year, 


exceeds the total of 


(ii) all amounts each of. which. is an amount 
(other than any portion thereof that can rea- 
sonably be considered to result in a reduction 
of the amount otherwise determined under this 
paragraph in respect of another original owner 
of a relevant mining property who is not a 
predecessor owner of a relevant mining prop- 
erty or who became a predecessor owner of a 
relevant mining property before the original 
owner became a predecessor owner of a rele- 
vant mining property) that became receivable 
by a predecessor owner of the particular prop- 
erty or the successor in the year or a preceding 
taxation year and that 


(A) was included by the predecessor owner 
or the successor in computing an amount 
determined under paragraph (a) of the 
description of F in the definition “cumula- 
tive Canadian development expense” in 
subsection 66.2(5) at the end of the year, 
and 


(B).can reasonably be regarded as attribu- 
table to the disposition of a property (in 
this subparagraph referred to as,a “relevant 
mining property”) that is the particular 
property or another Canadian resource 
property that was acquired from the origi- 
nal owner with the particular property by 
the successor. or a predecessor owner of 
the particular property, 


(iii) all amounts each. of which is an amount 
(other than any portion thereof that can rea- 
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sonably be considered to result in a reduction 
of the amount otherwise determined under 
paragraph (5)(a) in respect of the original 
owner or under this paragraph or paragraph 
(5)(a) in respect of another original owner of a 
relevant oil and gas property who is not a 
predecessor owner of a relevant oil and gas 
property or who became a predecessor owner 
of a relevant oil and gas property before the 
original owner became a predecessor owner of 
a relevant oil and gas property) that became 
receivable by a predecessor owner of the par- 
ticular property or the successor after 1992 
and in the year or a preceding taxation year 
and that 


(A) is designated in aaa of the original 
owner by the predecessor owner or the 
successor, as the case may be, in pre- 
scribed form filed with the Minister within 
6 months after the end of the taxation year 
in which the amount became receivable, 


(B) was included by the predecessor owner 
or the successor in computing an amount 
determined under paragraph (a) of the 
description of F in the definition “cumula- 
tive Canadian oil and gas property ex- 
pense” in subsection 66.4(5) at the end of 
‘the year, and 


(C) can reasonably be regarded as attribu- 
table to the disposition of a property (in 
this subparagraph referred to as a “relevant 
oil and gas property’’) that is the particular 
property or another Canadian resource 
property that was acquired from the origi- 
nal owner with the particular property by 
the successor or a predecessor owner of 
the particular property, and 


(iv) all amounts each of which is an amount 
by. which the amount described in this para- 
-graph is required because of subsection 80(8) 
to be reduced at or before the end of the year, 
and 


(b) the amount, if any, by which 
(i) the part of the. successor’s income for the 


year that can reasonably be regarded as attrib- 
utable to | 


(A) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner of :the particular property, or 


(B) production from the particular 

property, 
computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 
tion Rules, this section or any of sections 65 to 
66.5, except that, where the successor ac- 
quired the particular property from the origi- 
nal owner at any time in the year (otherwise 
than by way of an amalgamation or merger or 


Income Tax Act, Part I, Div. B 


solely because of the application of paragraph 
(10)(c)) and did not deal with the original 
owner at arm’s length at that time, the amount 
determined under this subparagraph pall be 
deemed to be nil, 


exceeds the total of 


(1i) all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (1), (3) 
and (5) for the year that can reasonably be re- 
garded as attributable to the part of its income 
for the year described in subparagraph (i) in 
respect of the particular property, and 


(iii) all amounts added because of subsection 
80(13) or (17) in computing the amount deter- 
mined under subparagraph (i). 


Related Provisions: 66(13.1) — Short taxation year; 66.6(1) — 
Application; 66.7(6), (7), (9) — Application rules; 66.7(10) — 
Change of control; 66.7(11) — Change of control — anti-avoidance 
rule;, 66.7(12) — Reduction of Canadian resource expenses; 
66.7(12.1) — Canadian resource properties — Specified amount; 
66.7(14) — Disposal of Canadian resource properties; 66.7(16) — 
Non-successor acquisitions; 66.7(17) — Restriction on deductions; 
80(1)““successor pool” — Debt forgiveness; 80(8)(a) — Reduction 
of undeducted balances on debt forgiveness. See additional Related 
provisions and Definitions at end of s. 66.7. 


History: Subpara. 66.7(4)(a)(iv) added and the portion of para. 
66.7(4)(b) after subpara. (i) amended by 1995, c. 21, subsecs. 25(6) 
and (7), applicable to taxation years that end after February 21, 
1994. That portion of para. 66.7(4)(b) after subpara. (i) formerly 
read: 


exceeds 


(ii) the total of all other amounts deducted under subsec- 
tion, 29(25) of the Income Tax Application Rules, this 
subsection and subsections (1), (3) and (5) for the year 
that may reasonably be regarded as attributable to the 
part of its income for the year described in subparagraph 
(i) in respect of the particular property. 


All that portion of para. 66.7(4)(a) following subpara. (i) substituted 
by 1994, c. 21, subsec. 31(2), applicable to’ taxation years ending 
after February 17, 1987 except that, where a taxpayer files a form 
referred to in cl., 66.7(4)(a)(ii)(A) with the Minister of National 
Revenue before the end of the sixth month beginning after the. end 
of the taxpayer’s taxation year that includes June 15, 1994, the tax- 
payer shall be deemed to have filed the form in a timely manner. 
That portion of the para. formerly read: 


exceeds 


(ii) the total of all amounts each of which is an amount 
that became receivable by a predecessor owner of the 
particular property or the successor in the year or a pre- 
ceding taxation year and that 


(A) was included by the predecessor owner or the 
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successor in:the:amount determined under paragraph 
(a) of the description of F in the definition “‘cumula- 
tive Canadian development expense” in subsection 
66.2(5) at the end of the year, and 


(B) may reasonably be regarded as attributable to the 
disposition of the particular property by the. prede- 
cessor Owner. or the successor, and 


Subcl. 66.7(4)(a)(i)(A)(I-1) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 42(4), applicable to taxation years ending after Febru- 
ary 17, 1987. 


Subpara. 66. '1(4)(b)(i) ‘substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 42(5), applicable to dispositions occurring in taxation 
years beginning after December 16, 1991 and with respect to a dis- 
position of a property made by a taxpayer in a taxation year ending 
after February 17, 1987 and nbasanine before December L7;, 4994, 
where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired the prop- 
erty or any other property that was disposed of by the taxpayer 
in a taxation year ending after February 17, 1987 as part of a 

’ transaction or an event as a consequence of which that corpora- 
tion was or, but for those subsecs., would be entitled to deduct 
an amount under 66.7(3), (4) or (5) in respect of an expense 
incurred by the taxpayer,: 


so elected by notice in writing filed with Revenue Canada on or 


before the day that was 180 days after the end of the taxpayer’s | 


taxation year that included December 17, 1991; and, 


-(c) notwithstanding 152(4) to (5), such assessments of tax, in- 
terest and penalties shall be made as are necessary to give effect 
to the election, and 


(d): where the taxpayer so elected in respect of a disposition, a 

designation under 66.7(12.1)(a)(i)(B), \(b)G)(B) or (c)G)(B) in 
respect of the disposition shall be deemed to have been filed as 
required if it was filed with Revenue Canada on or before the 
day that was 180 days after the end of the taxpayer’s taxation 
year that included December 17, 1991. 


Subpara. 66.7(4)(b)(i) formerly read: 


(i) the part of the successor’s income for the year that may 
reasonably be regarded as attributable to 


(A) its reserve amount for the year in respect of the origi- 
nal owner and each predecessor owner of the particular 
_ property, or 


(B) production from the paste drapery: 


computed as if no deduction were allowed under section 29 
of the Income Tax Application Rules, this section or any, of 
sections 65 to 66.5, 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property..by a corporation. 


(5) Successor of Canadian oil and gas 
property expense — Subject to subsections (6) 
and (7), where after December 11, 1979 a corpora- 
tion (in this subsection referred to as the “succes- 
sor’) acquired a particular Canadian resource prop- 
erty (whether by way of a purchase, amalgamation, 
merger, winding-up or otherwise), there may be de- 
ducted by the successor in computing its income for 
a taxation year an amount not exceeding the total of 
all amounts each of which is an amount determined 
in respect of an original owner of the particular prop- 
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erty that is the lesser of 
(a) 10% of the amount, if any, by which 


(i) the cumulative Canadian oil and gas prop- 
erty expense of the original owner determined 
immediately after the disposition of the partic- 
ular property by the original owner to the ex- 
tent it has. not been 


(A) deducted by the original owner or any 
predecessor owner of the particular prop- 
erty in computing income for any taxation 
year, * 


(A.1) otherwise deducted in computing the 
income of the successor for the year, or 


(B) deducted by the successor in comput- 
ing its income for any preceding taxation 
year 


exceeds the total of 


(ii) the total of all amounts each of which is an 
amount (other than any portion thereof that 
can reasonably be considered to result in a re- 
duction of the amount otherwise determined 
under this paragraph or paragraph (4)(a) in re- 
spect of another original owner of a relevant 
oil and gas property who is not a predecessor 
owner of a relevant oil and gas property or 
who became. a predecessor owner of a rele- 
vant.oil, and gas property before the original 
owner became a predecessor owner of a rele- 
vant oil and gas property) that became receiv- 
able by a predecessor owner of the particular 
property or the successor in the year or a pre- 
ceding taxation year and that 


(A) was included by the predecessor owner 
or the successor in computing an amount 
determined under paragraph (a) of the 
description of F in the definition “cumula- 
tive Canadian oil and gas property ex- 
pense” in subsection 66.4(5) at the end of 
the year, and 


(B) can reasonably be regarded as ‘attribu- 
table to the disposition of a property: (in 
this subparagraph referred to asa “relevant 
oil and gas property”’) that is the particular 
property or another Canadian resource 
property that was acquired from the origi- 
nal owner with the particular property by 
the’ successor or'a predecessor owner of 
the particular property, and 


(iii) the total of all amounts each of which is 
an amount by which the amount described in 
this paragraph is required because of subsec- 
tion 80(8) to be reduced at or before the end 
of the year, and 


(b) the amount, if any, by which 


(i) the part of the successor’s income for the 
year that can reasonably be regarded as attrib- 
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utable to 


(A) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner of the particular property, or 


(B). production from. the particular 

property, 
computed as if no deiieson were allowed 
under section 29 of the Income Tax Applica- 
tion Rules, this. section or any of sections 65 to 
66.5, except that, where the successor ac- 
quired the particular property from the origi- 
nal owner at any time in the year (otherwise 
than by way of an amalgamation or merger or 
solely because of the application of paragraph 
(10)(c)). and did not deal with the original 
owner at arm’s length at that time, the amount 
determined under this subparagraph shall be 
deemed to be nil, 


exceeds the total of 


(ii) all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (1), (3) 
and (4) for the year that can reasonably be re- 
garded as attributable to the part of its income 
for the year described in subparagraph (i) in 
respect of the particular property, and 


(iii) all amounts added because of subsection 
80(13) or (17) in computing the amount deter- 
mined under subparagraph (i): 


Related Provisions: 66(13.1) — Short taxation year; 66.6(2) — 
Application; 66.7(6), (7) — Application rules; 66.7(10) — Change 
of control; 66.7(11)— Change of. control — anti-avoidance rule; 
66.7(12) — Reduction of Canadian resource expenses; 66.7(14) — 
Disposal of Canadian resource properties; 66.7(16) — Non-succes- 
sor acquisitions; 66.7(17) — Restriction on deductions; 80(1)“suc- 
cessor pool” — Debt forgiveness; 80(8)(a) — Reduction of un- 
deducted balances on debt forgiveness. See additional Related 
provisions and Definitions at end of s. 66.7. 


History: The portion of para. 66.7(5)(a) between subparas. (i) and 
(ii) amended to add the words “the total of’ and subpara. 
66.7(5)(a)(iu1) added by 1995, c. 21, subsecs. 25(8) and (9), applica- 
ble to taxation years that end after February 21, 1994. 

The portion of para. 66.7(5)(b) after subpara. (1) amended by 1995, 


c. 21, subsec. 25(10), applicable to taxation years that end after Feb- 
ruary 21, 1994: That portion formerly read: 


exceeds 


(11) the total of all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application Rules, this 
subsection and subsections (1), (3) and (4) for the year 
that may reasonably be regarded. as attributable to the 
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part of its income for the year described in subparagraph 
(i) in respect of the particular property. 


Subpara. 66.7(5)(a)(ii) substituted by 1994, c. 21, subsec. 31(3), ap- 
plicable to taxation years ending after February 17, 1987. That sub- 
para. formerly read: 


(ii) the total of all amounts each of which ‘is an amount that 
became receivable by a predecessor owner of the particular 
property or the successor in the seas i or a preceding taxation 
year and that 


(A) was included by the predecessor owner or the succes- 
sor in the amount determined under paragraph (a) of the 
description of F in the definition “cumulative Canadian 
oil and gas property expense” in subsection 66.4(5) at the 
end of the year, and 


(B) may reasonably be regarded as attributable to the dis- 
position of the particular property by the predecessor 
owner or the successor, and 


Cl. 66.7(5)(a)(i)(A.1) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
séc. 42(6), applicable to taxation years Piaget after February 17, 
1987. 


Subpara. 66.7(5)(b)(i) substituted by 1994, c.. 7, Sch. II (1991, Ce 
49), subsec. 42(7), applicable to dispositions occurring in taxation 
years beginning after December 16, 1991 and with respect to a dis- 
position of a property made by.a taxpayer in a taxation year ending 
after February 17, 1987 and beginning before December 17, 1991, 
where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired the prop- 
erty or any other property that was. disposed of by the taxpayer 
in a taxation year ending after February 17, 1987 as part of a 
transaction or an event as a consequence of which that corpora- 
tion was or, but for those subsecs., would be entitled to deduct 
an amount under subsec. 66.7(3), (4) or (5) in lis of an ex- 
pense incurred by the taxpayer, 


so elected by notice in writing filed with the Minister of National 
Revenue on or before the day that was 180 days after the end of the 
taxpayer’s taxation year that included December 17, 1991; and, 


(c) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election, and 

(d) where the taxpayer so elected in respect of a disposition, a 
designation under cl. 66.7(12.1)(a)()(B),. (b)(i)(B) or (c)(i)(B) 
in respect of the disposition shall be deemed to have been filed 
as required if it was filed with the Minister of National Revenue 
on or before the day that was 180 days after the end of the tax- 
payer’s taxation year that included December 17, 1991. 


Subpara. 66.7(5)(b)(i) formerly read: 


(i) the part of the successor’s income for the year that may 
reasonably be regarded as attributable to 


(A) its reserve amount for the year in respect of the origi- 
nal owner and each predecessor owner of the particular 
property, or 


(B) production from the particular property, 


computed as if no deduction were allowed under section 29 
of the Income Tax Application Rules, this section or any of 
sections 65 to 66.5, 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(6) Where subsec. 29(25) of ITAR. and 
subsecs. (1) to (5) do not apply — Subsection 
29(25) of the Income Tax Application Rules and sub- 
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sections (1) to (5) do not apply 


(a) in respect of a Canadian resource property or 
a foreign resource property acquired by way of an 
amalgamation to which subsection: 87(1.2) ap- 
plies or a winding-up to which subsection 88(1.5) 
applies; or 
_ (b) to permit, in respect of the acquisition by a 
corporation before February 18, 1987 of a Cana- 
dian resource property or a foreign resource prop- 
erty, a deduction by the corporation of an amount 
that the corporation would not have been entitled 
to deduct under section 29 of the Income Tax Ap- 
plication Rules or section 66, 66.1, 66.2 or 66.4 if 
those sections, as they read in their application to 
taxation years ending before February 18, 1987, 
applied to taxation years ending after PERN, 
bee 987. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66.7. 


(7) Application of subsec. 29(25) of ITAR and 
subsecs. (1), (3), (4) and (5) — Subsection 
29(25) of the Income Tax Application Rules and sub- 
sections (1), (3), (4) and (5) apply only to a corpora- 
tion that has acquired a particular Canadian resource 
property 
(a) where it acquired the particular wipe in a 
taxation year commencing before 1985 and, at 
the time it acquired the particular property, the 
corporation acquired all or substantially all of the 
property used by the person from whom it ac- 
quired the particular property in carrying on in 
Canada such of the businesses described in 
paragraphs (a) to (g) of the definition “principal- 
business corporation” in subsection 66(15) as 
were carried on by the person; 


(b). where it acquired the particular property in a 
taxation year commencing after 1984 and, at the 
time it acquired the particular property, the cor- 
poration acquired all or substantially all of the 
Canadian resource properties of the person from 
whom it acquired the particular property; 


(c) where it acquired the particular property after 
June 5, 1987 by way of an amalgamation or 
winding-up and it has filed an election in pre- 
scribed form with the Minister on or before the 
day on. or before which the corporation is’ re- 
quired to file a return of income pursuant to sec- 
tion 150 for its taxation year in which it acquired 
the particular property; 

(d) where it acquired the particular property after 
November 16, 1978 and in a taxation year ending 
before February 18, 1987 by any means other 
than by way of an amalgamation or winding-up 
and it and the person from whom it acquired the 
particular property, have filed with the Minister a 
joint election under and in accordance with any 
of ‘subsection 29(25) of the Income Tax Applica- 
tion Rules, subsection 29(29) of the Income Tax 
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Application Rules, 1971, Part IT of chapter 63 of 
the Statutes of Canada, 1970-71-72, and’ subsec- 
tions 66(6) and (7), 66.1(4) and (5), 66.2(3) and 
(4) and 66.4(3) and (4) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, as all of those subsections read in their ap- 
plication to that year; and 


(e) where it acquired the ‘particular property in a 
taxation year ending after February 17, 1987 by 
any means other than by. way of an amalgamation 
or winding-up and it and. the person from whom 
it acquired the particular property have: filed a 
joint election in prescribed form with the Minis- 
ter on or before the earlier of the days»on or 
before which either of them is required to file a 
return of income pursuant to section 150 for its or 
the person’s taxation year in which the corpora- 
tion acquired the particular property. 
Related Provisions: 220(3.2), Reg. 600(c) — Late filing of elec- 
tion or revocation under 66.7(7)(c), (d) or (e). See additional Re- 
lated provisions and Definitions at end. of.s. 66.7. 
I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”; meaning of “Income 
Tax Application Rules, 1971, Part III of chapter 63 of the Statutes of 
Canada, 1970-71-72”). 


Information Circulars: 92-1: Guidelines for meee late, 
amended or revoked elections. 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(8) Application of subsec. (2) — Subsaetidn (2) 
applies only to a corporation that has acquired a par- 
ticular foreign resource property 


(a) where it acquired the particular property in a 
taxation year commencing before 1985 and, at 
the time it acquired the particular property, the 
corporation acquired all or substantially all of the 
property used by the person from whom» it ac- 
quired the particular, property in. carrying. on 
outside Canada.such of the businesses described 
in paragraphs (a) to (g). of the definition “‘princi- 
pal-business corporation” in subsection 66(15) as 
were carried. on by that person; 


(b) where it acquired. the particular property, in a 
taxation year commencing after 1984 and,:-at the 
time it acquired the particular property, the cor- 
poration acquired all or substantially all of the 
foreign resource properties of the person from 
whom it acquired the particular property; 


(c) where it acquired the particular property after 
June 5, 1987 by way of an amalgamation or 
winding-up and it has filed an election in pre- 
scribed form with the Minister on or before the 
day on or before which the corporation is re- 
quired to file-a return of income pursuant to sec- 
tion 150 for its taxation year in which it acquired 
the particular property; 

(d) where it acquired the particular property after 
November 16, 1978 and in a taxation year ending 
before February 18, 1987.'by any means other 
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than by way of an amalgamation or winding-up 
and it and the person from whom it acquired the 
particular property, have filed with the Minister a 
joint election under and in accordance with sub- 
section 66(6) or (7) (as modified by subsections 
66(8) and (9), respectively) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, as those subsections read in their ap- 
plication to that year; and 


(e) where it acquired the particular property in a 
taxation year ending after February 17, 1987 by 
any means other than by way of an amalgamation 
or winding-up and it and the person from whom 
it acquired the particular property have filed a 
joint election in prescribed form with the Minis- 
ter on or before the earlier of the days on or 
before which either of them is required to file a 
return of income pursuant to section 150 for its or 
the person’s taxation year in which the corpora- 
tion acquired the particular property. 

Related Provisions: 220(3.2), Reg. 600(c) — Late filing of elec- 

tion or revocation under 66.7(8)(c), (d) or (e). See additional Re- 

lated provisions and Definitions at end of s. 66.7. 


I.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(9) Canadian development expense 
becoming Canadian exploration expense — 
Where 


(a) a corporation acquires a Canadian resource 
property, 

(b) subsection (4) applies in respect of the acqui- 
sition, and 


(c) the cumulative Canadian iSvetep Rent ex- 
pense of an original owner of the property deter- 
mined under clause (4)(a)(i)(A) in respect of the 
corporation includes a Canadian development ex- 
pense incurred by the original owner in respect of 
an oil or gas well that would, but for this subsec- 
tion, be deemed by subsection 66.1(9) to be a Ca- 
nadian exploration expense incurred in respect of 
the well by the original owner at any particular 
time after the acquisition by the corporation and 
before it disposed of the property, 


the following rules apply: 


(d) subsection 66.1(9) does not apply in respect 
of the Canadian development expense incurred in 
respect of the well by the original owner, 


(e) an amount equal to the lesser of 


(i) the amount that would be deemed by sub- 
section 66.1(9) to be a Canadian exploration 
expense incurred in respect of the well by the 
original owner at the particular time if that 
subsection applied in respect of the expense, 
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and 


(ii) the cumulative Canadian development ex- 
pense of the original owner as determined 
under clause (4)(a)(i)(A) in respect of the cor- 
poration immediately before the particular 
time 
shall be deducted at the particular time from the 
cumulative Canadian development expense of the 
original owner in respect of the corporation for 
the purposes of subparagraph (4)(a)(1), and 


(f) the amount required by paragraph (e) to be de- 
ducted shall be added at the particular time to the 
cumulative Canadian exploration expense of the 
original owner in respect of the corporation for 
the purpose of paragraph (3)(a). 
Related Provisions: See Related provisions and Definitions at 
end of s. 66.7. 


History: Para. 66.7(9)(f) amended by 1995, c. 21, subsec. 25(11), 
applicable to taxation years that end after February 21, 1994. The 
para. formerly read: 


(f) the amount required to be deducted by paragraph (e) shall 
be added at the particular time to the cumulative Canadian 
exploration expense of the original owner in respect of the 
corporation for the purposes of subparagraph (3)(a)(ii). 


(10) Change of control — Where at any time af- 
ter November 12, 1981 


(a) control of a corporation has been acquired by 
a person or group of persons, or 


(b) a corporation ceases to be exempt from tax 
under this Part on its taxable income 


for the purposes of the provisions of the Income Tax 
Application Rules and this Act (other than subsec- 
tions, 66(12.6), (12.601), (12.602), (12.62) and 
(12.71)) relating to deductions in respect of drilling 
and exploration expenses, prospecting, exploration 
and development expenses, Canadian exploration 
and development expenses, foreign exploration and 
development expenses, Canadian exploration ex- 
penses, Canadian development expenses .and Cana- 
dian oil and gas property expenses (in this subsection 
referred to as “resource expenses”) incurred by the 
corporation before that time, the following rules 
apply: 

(c) the corporation shall be deemed after that time 

to be a successor (within the meaning assigned by 
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subsection 29(25) of the Income Tax Application | 


» Rules or any of subsections (1) to (5)) that had, at 


that time, acquired all the properties owned by | 


the corporation immediately before that time 
from an original owner thereof, 


(d) a joint election shall be deemed to have been 
filed. in accordance with subsections (7) and (8) 
in respect of the acquisition, 


(e) the resource expenses incurred by the corpo- 
ration before that time shall be deemed to have 


~~ been incurred by an original owner of the proper- 


ties and not by the corporation, 
(f) [Repealed] | 


(g) where the corporation (in this paragraph re- | |. 
, ferred to as the “transferee’’) was, immediately | 


before and at that time, 


(i) a parent corporation (within the meaning 
assigned by subsection 87(1.4)), or 


(ii) a subsidiary wholly-owned corporation 


(within the meaning assigned by subsection | 


87(1.4)) | 


of a particular corporation (in this paragraph re- 
ferred to as the “‘transferor”), if both corporations 
agree to have this paragraph apply to them in re- 
spect of a taxation year of the transferor ending 
after that time and notify the Minister in writing 
of the agreement in the return of income under 
this Part of the transferor for that year, the trans- 
feror may, if throughout that year the transferee 
was such a parent corporation or ‘subsidiary 
wholly-owned corporation of the transferor, des- 
ignate in favour of the transferee, in respect of 
that year, for the purpose of making a deduction 
under subsection 29(25) of the Income Tax Appli- 
cation Rules or this section in respect of resource 
expenses incurred. by the transferee. before that 
time and: when it was such a parent corporation or 
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subsidiary wholly-owned corporation of the 


transferor, an amount not exceeding such portion 


of the amount that would be its income for the 
_ year, if no deductions were allowed under any of 


section 29 of the Income Tax Application Rules, 


this section and sections 65 to 66.5, that may rea- 
sonably be regarded as being attributable to — 


(iii) the production from Canadian resource 
properties owned by. the transferor immedi- 
ately before that time, and 


(iv) the disposition in the year of any Cana- 
dian resource properties owned by. the trans- 
feror immediately before that time, 


to the extent that such portion of the amount so 
designated is not designated under this paragraph 
in favour of any other taxpayer, and the amount 
so designated shall be deemed, for the purposes 
of’ determining the amount under. paragraph 
29(25)(d) of the Income Tax Application Rules 
and paragraphs (1)(b), (3)(b), (4)(b). and (5)(b), 


(v) to be income:from the sources described in 
subparagraph (iii) or (iv), as the:case may be, 
of the transferee for its taxation year in which 
that taxation year of the transferor ends, and 


(vi) not to be income from the sources de- 

scribed in subparagraph (iii) or (iv), as the 

case may be, of the transferor for that year, 
(h) where the corporation (in. this paragraph re- 
ferred to as the “transferee’’) was, immediately 


_ before and at that time, 


(i) a parent) corporation (within the meaning 
assigned by subsection 87(1.4)), or © 

(ii) a subsidiary wholly-owned corporation 
(within the meaning assigned by subsection 
87(1.4)) oe 


_of a particular corporation (in this paragraph re- 


ferred to as the “transferor’”), if both corporations 
agree to have this paragraph apply to them in re- 
spect of a taxation year of the transferor ending 
after that time and notify the Minister in writing 
of the agreement in the return of income under 


this Part of the transferor for that year, the trans- 
‘feror may, if throughout that year the transferee 


was such a parent corporation or subsidiary 
wholly-owned corporation of the transferor, des- 
ignate in favour of the transferee, in respect of 
that year, for the purpose of making a deduction 
under this section in respect of resource expenses 
incurred by the transferee before that time and 
when it was such a parent corporation or subsidi- 
ary wholly-owned corporation of the transferor, 
an amount not exceeding such portion of the 
amount that would be its income for the year, if 
no deductions were allowed under this section 
and sections 65 to 66.5, that may reasonably be 
regarded as being attributable to 


(iii) the production from foreign resource 
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properties owned by the transferor immedi- 
ately before that time, and 


(iv) the disposition of any foreign resource 
properties owned by the transferor immedi- 
ately before that time, 


to the extent that such portion of the trata so 
designated is not designated under this paragraph 
in favour of any other taxpayer, and the amount 
so designated shall be deemed, 


(v) for the purposes of determining the 

- amounts under paragraph (2)(b), to be income 
from the sources described in subparagraph 
(iii) or (iv), as the case may be, of the trans- 
feree for its taxation year in which that taxa- 
tion year of the transferor ends, and 


(vi) for the purposes of determining the 
amount under paragraph (2)(b), not to’ be in- 
come from the sources described in *subpara- 
graph (iii) or (iv), as the case may be, of the 
transferor for that year, 
(i) where, immediately before and at that time, 
the corporation (in this paragraph referred to as 
the “transferee’’) and another corporation (in this 
. paragraph referred to as the “transferor”’) were 
both subsidiary wholly-owned | corporations 
(within. the meaning assigned by. subsection 
87(1.4)) of a particular parent corporation (within 
the meaning assigned by subsection 87(1.4)), if 


the transferee and the transferor agree to have this | 


paragraph apply to them in respect of a taxation 
year of the transferor ending after that time and 
notify the Minister in writing of the agreement in 
the return of income under this Part of the trans- 
feror for that year, paragraph (g) or (h), or both, 
as the agreement provides, shall apply for that 
year to the transferee and transferor as though 
one were the parent corporation (within the 
meaning of subsection 87(1.4)) of the other, and 


(j) where that time is after January 15, 1987 and | 


at that time the corporation was a member of a 
partnership that owned a Canadian resource prop- 
erty or a foreign resource property at that time 
(1) for the purpose of paragraph (c), the corpo- 
ration shall be deemed to have owned imme- 
diately before that time. that. portion of the 
property owned by the partnership at that time 
that is equal to its percentage-share of the total 
of amounts that would be paid. to all members 
of the ParneesiyD if it were wound up at that 
time, and 
(ii) for the purposes of clause 99(25)(d)(i)(B) 
of the Income Tax Application Rules and 
clauses (1)(b)(i)(C), (2)(b)G)(B), (3)(b)G)(C), 
(4)(b)(i)(B) and (5)(b)(i)(B) for a taxation 
year ending after that time, the lesser of 
(A) its share of the part of the income of 
the partnership for the fiscal period of the 
partnership ending in the year that may 
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reasonably be regarded as being attributa- 
ble to the production from the property, 
and 


(B) an amount that would be determined 
under clause (A) for the year if its share of 
the income of the partnership for the fiscal 
period of the partnership ending in the year 
were determined on the basis of the per- 
centage share MOINS. to in subparagraph 
(i), 

shall be deemed to be income of the corpora- 

tion for the year that may reasonably be attrib- 

utable to production from the property. _ 


Related Provisions: 66(11.3) — Control; 149(10) — Ceasing to 
be exempt after April 26, 1995; 249(4) — Deemed year end where 
change of control occurs; 256(7)-(9) — Whether control acquired. 
See additional Related provisions and Definitions at end of s, 66.7. 


History: That portion of subsec. 66.7(10) between paras. (b) and 
(c) amended by 1997, c. 25, s. 16, applicable to taxation yas that 
begin after 1998. That portion formerly read: 


for the purposes of the provisions of the Income Tax Applied 
tion Rules and this Act (other than subsections 66(12.6), 
(12.601), (12.602), (12.62), (12.64) and (12.71)) relating to 
deductions with respect to drilling and exploration expenses, 
prospecting, exploration and development expenses, Cana- 
dian exploration and development expenses, foreign explora- 
tion and development expenses, Canadian exploration ex- 
penses, Canadian development expenses and Canadian oil 

- and gas property expenses (in: this subsection referred to as 
“resource expenses’’) incurred by the corporation before that 
time, the following rules apply: 


That portion of subsec. 66.710) between paras. (b) and (c) amended 
by 1994, c. 8, subsec. 8(2), applicable to taxation years ending after 
December 2, 1992. That portion formerly read: 


for the purposes of the provisions of the Income Tax Applica- 
tion Rules, and this Act, other than subsections 66(12,6), 
(12.62), (12.64) and (12.71), relating to deductions with re- 
spect to drilling and exploration expenses, prospecting, explo- 
ration and development expenses, Canadian exploration and 
development expenses, foreign exploration and development 
expenses, Canadian exploration expenses, Canadian develop- 
ment expenses and Canadian oil and gas property expenses 
(in this subsection referred to as “resource expenses”) in- 
curred by the corporation before that time, the following rules 
apply: 

Para. 66.7(10)(f) repealed by 1994, c. 4, Sch. II (1991, c. 49), sub- 

sec. 42(8), applicable to taxation years ending after February 17, 

1987. Para. (f) formerly read: 


(f) where, pursuant to paragraph (e), foreign exploration and 
development expenses incurred by the corporation’ are 
deemed to have been incurred by an original owner: of the 
properties, the corporation may designate in respect of .a’taxa- 
tion year an amount not exceeding the lesser of 


(i) the amount included in its income for the year, com- 
puted as if no deduction were allowed under section 29 
of the Income Tax Application Rules, this section or sec- 
tions 65 to 66.5, that may. reasonably be regarded as be- 
ing attributable to the production from a Canadian re- 
source property owned by it immediately before that 
time, and 


(ii) the amount, if any, by which 10% of,the amount de- 
scribed in paragraph (2)(a) for the year with respect to 
those expenses exceeds the amount that would be deter- 
mined under paragraph (2)(b) for the year if this para- 
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graph and subparagraph (h)(vi) did not apply, 


as being an amount attributable to the production described in 
clause (2)(b)(i)(B), and the amount so designated shall, for 
the purpose of clause 29(25)(d)(i)(B) of the Income Tax Ap- 

plication Rules, clauses (1)(b)()(C), (3)(b)G)(C), (4)(b)G)(B), 
(5)(b)(i)(B) and subparagraph (g)(iii) be deemed not to be an 
amount attributable to production from a Canadian resource 
property in the year; 

Subpara. 66.7(10)(h)(v) amended by 1994, c. 7, Sch. II (1991, c. 

49), subsec. 42(9), to substitute “paragraph (2)(b)” for “paragraph 

(2)(b) and subparagraph (f)(ii)”, applicable to taxation years ending 

after February 17, 1987. 

1.T. Technical News: No. 7 (control by a group — 50/50 

arrangement). 

Advance Tax Rulings: ATR-19: Earned depletion base and cu- 

mulative Canadian development expense. 


(11) Idem — Where, at any time, 


(a) control of a taxpayer that is a corporation has 
been acquired by a person or group of persons, or 


(b) a taxpayer has disposed of all or substantially 
all of the taxpayer’s Canadian resource properties 
or foreign resource properties, 


and, before that time, the taxpayer or a partnership of 
which the taxpayer was a member acquired a prop- 
erty that is a Canadian resource property, a foreign 
resource property or an interest in a partnership and 
it may reasonably be considered that one of the main 
purposes of the acquisition was to avoid any limita- 
tion provided in subsection 29(25) of the Income Tax 
Application Rules or any of subsections (1) to (5) on 
the deduction in respect of any expenses incurred by 
the taxpayer or a corporation referred to as a trans- 
feree in paragraph (10)(g) or (h), the taxpayer or the 
partnership, as the case may be; shall be deemed, for 
the purposes of applying those subsections to or in 
respect of the taxpayer, not to have acquired the 
property. 

Related Provisions: 87(2)(j.6) — Amnalaarnauons — continuing 
corporation; 249(4).— Deemed year end. where change of control 
occurs; 256(7)—(9) — Whether control acquired. See additional Re- 
lated provisions, and Definitions at end of s. 66.7. 

1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(12) Reduction of Canadian resource. ex- 
penses — Where in a taxation year an original 
owner of Canadian resource properties disposes of 
all or substantially all of. the original owner’s Cana- 
dian resource properties to.a particular corporation in 
circumstances in which subsection 29(25) of the In- 
come Tax Application Rules or subsection (1), (3), 
(4) or (5) applies, . 
(a) the Canadian exploration and development 
expenses incurred by the original owner before 
that owner so disposed of the properties shall, for 
the purposes of this subdivision, be deemed after 
the disposition not to have been incurred by the 
original owner except for the purposes of making 
a deduction under subsection 66(1) or (2) for the 
year and of determining the amount that may be 
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deducted under subsection (1) by the particular 
corporation. or by any other corporation that sub- 
sequently acquires any of the properties; 

(b) in determining the cumulative Canadian ex- 
ploration expense of the original owner at any 


-time after the time referred to in subparagraph 


(3)(a)(i), there shall be deducted the amount 
thereof determined. immediately . after the 
disposition; 


-(b.1) for the purposes of paragraph (3)(a), the cu- 


mulative Canadian exploration expenses of the 


- original Owner determined immediately after the 


disposition that was deducted or required to be 
deducted under subsection 66.1(2).or (3) in com- 
puting the original owner’s income for the year 
shall be deemed to be equal to the lesser of 


(i) the amount deducted under paragraph (b) 
in respect of the disposition, and 


Gi) the amount, if any, by which 


(A) the specified amount determined under 
paragraph (12.1)(a) in respect of the origi- 
nal owner for the year 


exceeds 


(B) the total of all amounts each of which 
is an amount determined under this para- 
graph in respect of any disposition made 
by the original owner before the disposi- 
tion and in the year; 


(b.2) for greater certainty, any amount (other than 
the amount determined under paragraph (b.1)) 
that was deducted or required to be deducted 
under subsection 66.1(2) or (3) by the original 
owner for the year or a subsequent taxation year 
shall, for the purposes of paragraph (3)(a), be 
deemed not to be in respect of the cumulative Ca- 


-nadian exploration expense of the original owner 


determined immediately after the disposition; 


(c) in determining the cumulative Canadian de- 
velopment expense of the original owner at any 
time after the time referred to: in clause 
(4)(a)(i)(A), there shall be deducted the amount 
thereof determined immediately after’ the 


disposition; 


(c.1) for the purpose of paragraph (4)(a), the cu- 
mulative Canadian development expense of the 
original owner determined immediately after the 
disposition that was deducted under subsection 
66.2(2) in computing the original owner’s income 
for the year shall be deemed to be hit to the 
lesser of 


(i) the amount deducted under paragraph (c) 

in respect of the disposition, and 

(ii) the amount, if any, by which 
(A) the specified amount determined under 
paragraph (12.1)(b) in respect of the origi- 
nal owner for the year 
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exceeds 


(B) the total of all amounts determined | 


under this paragraph in respect of any dis- 
positions made by the original owner 
before the disposition and in the year; 


(c.2) for greater certainty, any amount (other than 
the amount determined under paragraph (c.1)) 
that was deducted under subsection 66.2(2) by 
the original owner for the year or a subsequent 
taxation year shall, for the purpose of paragraph 
(4)(a), be deemed not to be in respect of. the: cu- 
mulative Canadian development: expense. of, the 
original owner determined immediately. after the 
disposition; 


(d) in determining the cumulative Canadian oil 
and gas property expense of the original owner at 
any time after the time referred to in subpara- 
graph (5)(a)(Q), there shall be deducted the 
amount thereof determined immediately after the 
disposition; 


(d.1) for the purpose of paragraph (5)(a), the cu- 
mulative Canadian oil and gas property expense 
of the original owner determined immediately af- 
ter the disposition that was deducted under sub- 
section 66.4(2) in computing the original owner’s 
income for the year shall be deemed to be equal 
to the lesser of 


(i) the amount deducted under paragraph (d) 
in respect of the disposition, and 


(11) the amount, if any, by which 
(A) the specified amount determined under 
paragraph (12.1)(c) in respect of the origi- 
nal owner for the year 

exceeds 


(B) the total of all amounts Henentieed 
under this paragraph in respect of any dis- 
positions made by the original owner 
before the disposition and in the year; 


(d.2) for greater certainty, any amount (other than 
the amount determined under paragraph (d.1)) 
that was deducted under subsection 66.4(2) by 
the original owner for the year or a subsequent 
taxation year shall, for the purpose of paragraph 
(5)(a), be deemed not to be in respect of the cu- 
mulative Canadian oil and gas property expense 
of the original owner determined immediately af- 
ter the disposition; and 


(e) the drilling and exploration expenses, jeld. 
ing all general geological and geophysical ex- 
penses, incurred by the original owner before 
1972 on or in respect of exploring or drilling for 
petroleum or natural gas in Canada and the pros- 
pecting, exploration and development expenses 
incurred by the original owner before 1972 in 
searching for minerals in-Canada shall, for the 
purposes of section 29 of the Income Tax Appli- 
cation Rules, be deemed after the disposition not 
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to have been incurred by the original owner ex- 
cept for the purposes of making a deduction 
under that section for the year and of determining 
the amount that may be deducted under subsec- 
tion 29(25) of that Act by the particular corpora- 
tion or any other corporation that subsequently 
acquires any of the properties. 


Related Provisions: 66.1(6)“cumulative Canadian exploration 
expense”M — Reduction in CCEE; 66.2(5)“cumulative Canadian 
development expense”O — Reduction in CCDE; 66.4(5)“cumula- 
tive Canadian oil and gas property expense”J — Reduction in 
CCOGPE. See Related provisions and Definitions at end of s. 66.7. 


History: Paras. 66.7(12)(b.1) and (b.2) amended by 1994, c. 8, sub- 
sec. 8(3), applicable to taxation years ending after aecines LZ, 
1992. Paras. (b.1) and (b.2) formerly read: 


(b.1) for the purpose of paragraph (3)(a), the cumulative Ca- 
nadian exploration expense of the original owner determined 
immediately after the disposition that was deductible under 
subsection 66.1(2) or deducted under subsection 66.1(3)' in 
computing the original owner’s income for the year shall be 
deemed to be equal to the lesser of 


(1) the amount deducted under paragraph (b) i in eescec of 
the disposition, and 


(11) the amount, if any, by which 


(A) the specified amount determined under para- 
graph (12.1)(a) in respect of the ee owner for 
the year 


exceeds 


(B) the total of all amounts determined under this 
paragraph in respect of any dispositions made by the 
original owner before the disposition and in the year; 


(b.2) for greater certainty, any amount (other than the amount 
determined under paragraph (b.1)) that was deductible under 
subsection 66.1(2) or deducted under subsection 66.1(3) by 
the original owner for the year or a subsequent taxation year 
shall, for the purpose of paragraph (3)(a), be deemed not tobe 
in respect of the cumulative Canadian exploration expense of 
the original owner determined immediately after the 
disposition; 


That portion of subsec. 66.7(12) preceding para. (a) amended to 
substitute “in a taxation year” for “in a taxation year ‘and after June 
5, 1987”, para. 66.7(12)(b) substituted, and paras. (b.1), (b.2), (€:1), 
(c.2), (d.1), (d.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 
42(11) to (15), applicable with respect to dispositions occurring in 
taxation years commencing on or after December 17,1991 to the 
amending legislation and with respect to a disposition of a property 
made by a taxpayer in a taxation year ending after February 17, 
1987 and commencing before December 17, 1991, where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired’ the prop- 
erty or any other property that was disposed of by the taxpayer 
in a taxation year ending after February 17, 1987 as part of a 
transaction or.an event as a consequence of which that corpora- 
tion was or, but for those subsecs., would be entitled to deduct 
an amount under subsec. 66.7(3), (4) or (5) in respect of an ex- 
pense incurred by the taxpayer, ; 


so elected by notice in writing filed with the Minister of National 
Revenue on or before the day that was 180 days after the end of the 
taxpayer’s taxation year that included December 17, 1991; and, 


(c) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election, and 


(d) where the taxpayer so elected in respect of a disposition, a 


524 


Subdiv. e — Deductions in Computing Income 


designation under cl. 66.7(12.1)(a)(G)(B), :(b)(i)(B) or (c)(G)(B) 
in respect of the disposition shall be deemed to have been filed 
as required if it was filed with the Minister of National Revenue 
on or before the day that was 180 days after the end of the tax- 
-payer’s taxation year that included December 17, 1991. 


Para. 66.7(12)(b) formerly read: 


- (b) in determining the cumulative Canadian exploration ex- 

~ pense of the original owner at any time after the time referred 
to in subparagraph (3)(a)(i), there shall be deducted the 

»-amount, if any, by which the amount thereof determined im- 
mediately after the disposition exceeds the amount claimed 
by the original owner under subsection 66.1(2) or GB) for the 
year; 


(12.1) Specified amount — Where in a teGfion 
year an original owner of Canadian resource proper- 
ties disposes of all or substantially all of the original 
owner’s Canadian resource properties in) circum- 
stances in which subsection (3), (4) or (5) applies, 


(a) the lesser of 


(i) the total of all amounts ach of which is the 
amount, if any, by which 


(A) an amount deducted under paragraph 
(12)(b) in respect of a disposition in the 
year by the original owner 


exceeds 


(B) the amount, if any, designated by the 
original owner in:prescribed form’ filed 
with the Minister within 6 months after the 

end of the year in respect of an amount de- 
termined under clause (A); and 


my the total of 


so (A) the amount claimed under subsection 
66.1(2) or (3) by the original owner for the 
year, and 


(B) the amount that would, but for para- 
graph 66.1(1)(c), be determined under sub- 
section 66.1(1) in respect of the original 
owner for the year 


is the specified amount in respect of the diginal 
owner for the year for the purposes of clause 
(12)(b.1)Gi)(A) and of determining the value of 
E.1 in the definition “cumulative Canadian explo- 
ration expense”. in subsection 66.1(6); 


(b) the lesser of 


(i) the total of all amounts each of whieh is the 
amount, if any, by which 


(A) an amount deducted under paragraph 
~(12)(c) in respect’ of a disposition in the 
year by the original owner © © 


exceeds 


| (B) the amount, if any, designated by the 
original owner in prescribed form: filed 
with the Minister within 6 months after the 
end of the year in respect of an amount de- 
termined under clause (A), and 
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(ii) the total of 


(A) the amount claimed under subsection 
66.2(2) by the original owner for the year, 
and 


(B) the amount that would, but for para- 

graph 66.2(1)(d), be determined under sub- 

section 66.2(1) in respect of the. original 
' owner for the year 


is the specified amount in respect of the original 

owner for the year for the purposes of clause 
~ (12)(c.1)Gi)(A) and of determining the value of 
_D.1 in the definition “cumulative Canadian de- 

velopment expense’ in subsection 66.2(5); and 


(c) the lesser of ” 


(i) the total of all amounts each of which is the 
amount, if any, by which 
'(A) an amount deducted undér paragraph 
(12)(d) in respect of'a disposition in the 
year by the original owner » 
“exceeds: , 


(B) the amount, if any, designated by the 
original owner in prescribed, form filed 
with the, Minister within 6 months after the 
end of the year in respect of an amount de- 
termined under clause (A), and 


(ii) the total of 


(A) the amount claimed éduder subsection 
66.4(2) by the original owner paths the oo 
and 


-(B) the amount that would, but for para- 
graph 66.4(1)(c), be determined under sub- 
section 66.4(1) in respect of the original 
owner for the year 


is the specified amount in respect of the original 
owner for the year for the purposes of clause 
(12)(d.1)(@ii)(A) and of determining the value of 
D.1 in the definition “cumulative Canadian oil 
and gas property expense” in subsection 66.4(5). 


Related Provisions: 66.1(1)— Amount to be included in in- 
come; 66.1(2)(b) — Deduction for principal-business corporation; 
66.1(3)(b) — Expenses of other taxpayers; 66.1(6)“cumulative Ca- 
nadian exploration expense”E.1 — addition to CCEE; 66.2(2)(a) — 
Deduction for cumulative Canadian development expenses; 
66:2(5)“cumulative Canadian development expense”D.1 — Addi- 
tion to CCDE; 66.4(1)(c) — Recovery of costs; 66.4(2)(a)(i) — De- 
duction for cumulative Canadian oil and gas property expense; 
66.4(5)“cumulative Canadian oil and gas property expense”D.1 — 
addition to CCOGPE. 


History: Subsec. 66.7(12.1) added by 1994, c. 7, Sch. II (1991, c. 
49), subsecs. 42(11) to (15), applicable to dispositions occurring in 
taxation years commencing on or after December 17, 1991 to the 
amending legislation and with respect to a disposition of a property 
made by a taxpayer in a taxation year ending after February 17, 
1987 and commencing before December 17, 1991, where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired the prop- 
erty or any other property that was disposed of by the taxpayer 
in a taxation year ending after February 17, 1987 as. part of a 
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transaction or an event as a consequence of which that corpora- 
tion was or, but for those subsecs. would be entitled to deduct 
an amount urider subsec. 66.7(3), (4) or (5) in respect of an ex- 
pense incurred by the taxpayer, 


so elected by notice in writing filed with the Minister of National 
Revenue on or before the day that was 180 days after the end of the 
taxpayer's taxation year that included December 17, 1991; and, 


(c) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election, and 

(d) where the taxpayer so elected in respect of a disposition, a 
designation under cl. 66.7(12.1)(a)(i)(B), (b)(i)(B) or. (c)(i)(B) 
in respect of the disposition shall be deemed to have been filed 
as required if it was filed with the Minister of National Revenue 
on or before the day that was 180 days after the end of the tax- 
payer’s taxation year that included December, 17, 1991. 


Forms: T1046: Designation of resource amount by an original 
owner. 


(13). Reduction. of foreign. resource ex- 
penses — Where after June 5, 1987 an original 
owner of foreign resource properties disposes of all 
or substantially all of the original owner’s foreign re- 
source properties to a particular corporation in cir- 
cumstances in which subsection (2) applies, the for- 
eign exploration and development expenses incurred 
by the original owner before that owner so disposed 
of the properties shall be deemed after the disposi- 
tion not to have been incurred by the original owner 
except for the purposes of determining the amounts 
that may, be deducted, under that subsection by the 
particular corporation or, any other corporation that 
subsequently acquires any of the properties. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66.7. 


(14) Disposal of Canadian resource proper- 
ties — Where in a taxation year a predecessor 
owner of Canadian resource properties disposes of 
Canadian resource properties to a corporation in cir- 
cumstances in. which-subsection 29(25) of the Jn- 
come Tax Application. Rules or subsection (1), (3), 
(4) or (5)-applies, 


(a) for the purposes of applying any of those*sub- 
sections to the predecessor owner in respect of its 
acquisition of any Canadian resource property 
owned by it immediately before the disposition, it 
shall be deemed, after the disposition, never to 
have acquired any such properties except for the 
purposes of 


(i) determining an amount deductible under 
subsection (1) or (3) for the year, 


(ii) where the predecessor owner and the cor- 
poration dealt with each other at arm’s length 
at the time of the disposition or the disposition 
was by way of an amalgamation or merger, 
determining an amount deductible under sub- 
section (4) or (5) for the year, and 


(111) determining the amount for F in the defi- 
nition “cumulative Canadian development ex- 
pense” in subsection 66.2(5), the amounts for 
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paragraphs (a) and (b) in the description of L 
in that definition and the amount for F in the 
definition “cumulative Canadian oil and gas 
property expense” in subsection 66.4(5); and 


(b) where the corporation or another corporation 
acquires any of the properties on or after the dis- 
position in circumstances in which subsection (4) 
or (5) applies, amounts that become receivable by 
the predecessor owner after the disposition in re- 
spect of Canadian resource properties retained by 
it at the time of the disposition shall, for the pur- 
poses of applying subsection (4) or (5) to the cor- 
poration or the other corporation in respect of the 
acquisition, be deemed not to, have become re- 
ceivable by the predecessor owner. 


Related Provisions: 66.6 — Canadian resource properties ac- 
quired from exempt person, See additional Related provisions and 
Definitions at end of s. 66.7. 


History: Subsec. 66.7(14) substituted by 1994, c. 21, subsec. 31(4), 
applicable to dispositions occurring in taxation years ending after 
February 17, 1987. That subsec. formerly read: 


(14) Where in a taxation year a predecessor owner of Cana- 
dian resource properties disposes of all or substantially all of 
its Canadian resource properties to a corporation in circum- 
stances in which subsection 29(25) of the Income Tax Appli- 
cation Rules or subsection (1), (3), (4) or (5) applies, for the 
purposes of applying any of those subsections to the prede- 
cessor owner in respect of its acquisition of any of those 
properties, it shall be deemed, after the disposition, never to 
have acquired the properties except for the purposes of 


(a) determining an amount deductible under subsection 
(1) or (3) for the year; and 


(b) where the predecessor owner and the corporation 
dealt with each other at arm’s length at the time of the 
disposition or the disposition was by way of.an amalga- 
mation or merger, determining an amount deductible 
under subsection (4) or (5) for the year. 


Subsec. 66.7(14) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 42(16), applicable to dispositions occurring in taxation 
years ending after February 17, 1987. Subsec. 66.7(14) formerly 
read: 


(14) Where, in a taxation year and after June 5, 1987, a prede- 
cessor owner of Canadian resource properties disposes of all 
or substantially all of its Canadian resource properties to a 
corporation in circumstances in which subsection 29(25) of 
the Income Tax Application Rules or subsection (1), (3), (4) 
or (5) applies, for the purposes of applying any of those sub- 
sections to the predecessor owner in respect of its acquisition 
of any of those properties, it shall be deemed, after the dispo- 
sition, never to have acquired the properties except for the 
purposes of making a deduction under subsection (1) or (3) 
for the year. 


(15) Disposal of foreign resource proper- 
ties — Where after June 5, 1987 a predecessor 
owner of foreign resource properties disposes of all 
or substantially all of its foreign resource properties 
to a corporation in circumstances in which subsec- 
tion (2) applies, for the purpose of applying that sub- 
section to the predecessor owner in respect of its ac- 
quisition of any of those properties (or other foreign 
resource properties retained by it at the time of the 
disposition which were acquired by it in circum- 
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stances in which subsection (2) applied), it shall be 
deemed, after the disposition, never to have. acquired 
the properties. 

Related Provisions: See Related provisions and Definitions at 
end of s. 66.7. 

History: Subsec. 66.7(15) substituted by 1994, c. 21, subsec. 31(4), 


applicable to taxation years ending after February 17, Brcied That 
subsec. formerly read: 


(15) Where after June 5, 1987 a predecessor owner of foreign 

resource properties disposes of all or substantially all of its 

foreign resource: properties to.a' corporation in circumstances 

in which subsection (2):applies, for the purposes of applying 

that subsection to the predecessor owner in respect of its ac- 

quisition of any of those properties, it shall be deemed, after 
the disposition, never to have acquired the properties. 


(16) Non-successor acquisitions — Where at 
any time a Canadian resource property or a foreign 
resource property is acquired by a person in circum- 
stances in which none of subsection 29(25) of the Jn- 
come Tax Application Rules and subsections (1) to 
(5) apply, every person who was an original owner 
or predecessor owner of the property by reason of 
having disposed. of the property before that time 
shall, for the purpose of applying those subsections 
to or in respect of the person or any other person 
who after that time acquires the property, be deemed 
after that time not to be an original owner or prede- 
cessor owner of the property by reason of having 
disposed of the property before that time. 


Related Provisions: See Related provisions and Definitions at — 


end of s. 66.7. 


(17) Restriction on, deductions — Where in a 
particular taxation year and before June 6, 1987 a 
person disposed of a Canadian resource property or a 
foreign resource property in circumstances in which 
any of subsection 29(25) of the Income Tax Applica- 
tion Rules and subsections (1) to (5) applies, no. de- 
duction in respect of an expense incurred before the 
property was. disposed of may be made under this 
section or section 66, 66.1, 66.2 or 66.4 by the per- 
son in computing the person’s income for a taxation 
year subsequent to the particular taxation year. 


(18) Application of subsec. 66(1 5) — The defi- 
nitions in subsection 66(15) apply to this. section. 


Origin of subsec. 66.7(18): R.S:C. 1985, c. 1(Sth Supp.). 


Related Provisions [s. 66.7]: 66(5) — Dealers; 66(18) — Mem- 
bers of partnerships; 66.1(6) = Canadian: exploration expense; 
66.8(1) — Resource expenses of limited partners; 87(1.2) — Amal- 
gamation — new corporation deemed continuation of predecessor; 
88(1.5) — Windup — parent continuation of subsidiary. 


Pre-RSC History [s. 66.7]: S. 66.7 added by 1987, c. 46;.s. 23, 
applicable to taxation years ending after February 17, 1987 except 
that with respect to property acquired before January 15,1987, or 
acquired before 1988 where the person acquiring the property was 
obliged on that date to acquire the property pursuant to the terms of 
an agreement in writing entered into on or before that date, 


(a) clauses 66.7(1)(b)G)(C), (2)(b)G)(B),  (3)(b)G)(C), 
(4)(b)(i)(B) and (5)(b)G)(B) shall be read as follows: 


“where the particular property was an interest in or a 
right to take or remove petroleum or natural gas or’a right 


S. 66.8(1)(a)(ii) 


to take or remove minerals from a property, the produc- 
tion from that property,”; 


and 
(b) subsection 66.7(11) is not applicable. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”.: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a’ corporation, as the case may be, if the 
person may be excused from performing the obligations as a 
_ Tesult of changes to the [Income.Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 
Definitions [s. 66.7]: “acquired” — 256(7)-(9); | “amount” — 
248(1); “arm’s length” — 251(1); “business” — 248(1); “Can- 
ada” — 255; “Canadian development expense” — 66.2(5), 248(1); 
“Canadian exploration and development expense” — 66(15), 
248(1); “Canadian exploration expense” — 66.1(6), 248(1); “Cana- 
dian oil and gas PID expense” — 66.4(5), 248(1); “Canadian 
TESOUECE PLOY 55 — 66(15), 66.7(18), 248(1);. “carrying on busi- 
ness” — 253; “control” — 256(7)-(9); “corporation” — 248(1), In- 
terpretation Act 35(1); “expense” — 66(15), 66.7(18); “fiscal pe- 
riod” — 248(1), 249(2),.. 249.1; “foreign erplosation and 
development expenses”, “foreign resource. property” — 66(15), 


” 66. 


248(1); “mineral”, “Minister”, “oil or gas well”, “person”, “pre- 


scribed”, “property” —248(1); “specified amount” — 66.7(12.1); 
“subsidiary wholly-owned corporation” — 248(1); “taxable in- 
come”,— 2(2), 248(1); “taxation year” — 249; “taxpayer” — 


248(1); “writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 66.7]: IT-126R2: “Meaning of 
“winding-up”. 


66.8 (1) Resource expenses of limited part- 
ner — Where a taxpayer is a limited partner of a 
partnership at the end of a fiscal period of the part- 
nership, the following rules apply: 


(a) determine the amount, if any, by which 


(1) the total of all amounts each of which is the 
taxpayer’s share of 


(A) the Canadian oil and gas. property ex- 
penses (in this subsection referred to as 
“property, expenses’’), 

‘(B). the Canadian development expenses 
(in this subsection referred to as “develop- 
ment expenses’), 


(C) the Canadian exploration expenses (in 
this subsection referred to as “exploration 
expenses’), or 

(D) the foreign exploration and develop- 
ment expenses (in this subsection referred 
to as “foreign expenses’’), 


incurred by the partnership in the fiscal period 
_ determined without. reference: to this 
subsection”: 
exceeds 

(ii) the amount, if any, by which 
(A) the taxpayer’s at-risk amount at the 
end of the fiscal period in respect of the 
partnership 
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exceeds 
(B) the total of 


(I) the amount required by subsection 
127(8) in respect of the partnership to 
be added’ in computing the investment 
tax credit of the taxpayer in respect of 
the fiscal period, and 


(II) the taxpayer’s share of any losses 
of the partnership for the fiscal period 
from a farming business; 


(b) the amount determined under paragraph (a) 
shall be applied 


(i) first to reduce the ping share of prop- 
erty expenses, 


(ii) if any remains adappHed then to reduce 
the taxpayer’s share of development expenses, 


(iii) if any remains unapplied, then to reduce 
the taxpayer’s share of exploration expenses, 
and 


(iv) if any remains unapplied, then to reduce 
the taxpayer’s share of foreign expenses, 


incurred by the partnership in the fiscal period; 
and 


(c) for the purposes of subparagraph 53(2)(c)(i1), 
sections 66 to 66.7, subsection 96(2.1) and sec- 
tion 111, the taxpayer’s share of each class of ex- 
penses described in subparagraph (a)(i) incurred 
by the partnership in the fiscal period shall be 
deemed to be the amount by which the taxpayer’s 
share of that class of expenses as determined 
under subparagraph (a)(i) exceeds the amount, if 
any, that was applied under paragraph (b) to re- 
duce the taxpayer’s SERICS " —— class of 
expenses. 


(2) Expenses in following fiscal period — For 
the purposes of subparagraph (1)(a)(i), the amount 
by which a taxpayer’s share of a class of expenses 
incurred by a partnership is reduced under paragraph 
(1)(b) in respect of a fiscal period of the partnership 
shall be added to the taxpayer’s share, otherwise de- 
termined, of that class of expenses incurred by the 
partnership in the immediately following fiscal pe- 
riod of the partnership. 


(3) Interpretation — In this section, 


(a) the expressions “at-risk amount’ of a taxpayer 
in respect of a partnership and “limited partner” 
of a partnership have the meanings assigned by 
subsections 96(2.2) and (2.4), respectively, ex- 
cept that, with respect to the definition “limited 
partner’, the definition “exempt interest” in sub- 
section 96(2.5) shall be read as though the refer- 
ence therein to 


(i) “February 25, 1986” were a reference to 
une sd Lek DS e. 


(11) “February 26, 1986” were a reference to 
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“June 18, 1987”, Rie TH 


(iii) “January 1, 1987” were a fetoleniee: to 
“January 1, 1988”, 


(iv) “June 12, 1986” were:a reference to “June 
18, 1987”, and 


(v) “prospectus, preliminary prospectus or re- 
gistration statement’ were read as “‘prospec- 
tus, preliminary prospectus, registration state- 
ment, offering memorandum. or notice that is 
required. to be filed before any distribution of 
securities may commence”; 


(b) a reference to a taxpayer who is a member of 
a particular partnership shall include a reference 
to another partnership that is a mar of the 
particular partnership; and’ 


(c) a taxpayer’s share of Canadian deyelopment 
expenses .or Canadian oil and gas property ex- 
penses incurred by a partnership in a fiscal period 
in respect of which the taxpayer has elected in re- 
spect of the share under paragraph (f) of the defi- 
nition “Canadian development expense” in sub- 
section 66.2(5) or paragraph (b) of the definition 
“Canadian oil and gas property expense” in sub- 
section 66.4(5), as the case may. be, shall be 
deemed to be nil. 
History [s. 66.8]: Para. 66,8(3)(c) added by 1994, c, 7, Sch. VIII 
(1993, c. 24), s. 26, applicable with respect to partnership fiscal pe- 
riods ending after July 1990. 
Pre-RSC History [s. 66.8]: S. 66.8 added by 1988, ¢. 55, s. 45, 
applicable to taxation years ending after June 17, 1987. 
Definitions [s. 66.8]: “amount”, “business” — 248(1); “Canadian 
development expense” — 66.2(5), 248(1); “Canadian exploration 
expense” — 66.1(6), 248(1); “Canadian oil and gas property ex- 
pense”? — 66.4(5), 248(1); “farming” — 248(1); “fiscal period” — 
248(1), 249(2), 249.1; “foreign exploration and development ex- 
penses” — 66(15), 248(1); “investment tax credit” — 127(9), 
248(1); “property”, “taxpayer” — 248(1). See also 66.8(3). 


Subdivision f — Rules Relating to 
Computation of Income 


67. General limitation re expenses — In com- 
puting income, no deduction shall be made in respect 
of an outlay or expense in respect of which’ any 
amount is otherwise deductible under this Act, ex- 
cept to the:extent that the outlay or aaa ‘was rea- 
sonable in the circumstances. 


Related Provisions: 8(9) — Employee’s aircraft costs must be 
reasonable; 18(1)(a) — Expense not deductible unless for purpose 
of earning income; 18(1)(h) — Personal or living expenses disal- 
lowed} 54“superficial loss”’(h) — Superficial loss rule inapplicable 
Where unreasonably high amount paid 
to non-resident not at arm’s length. 


Selected Cases [s. 67]: Monga v. Canada, [1997] 1 C.T.C. 2529 
(TCC) (Interest exceeding gross rental income was unreasonable); 
Graves v. Canada, [1990] 1 C.T.C. 357 (FCTD) (Half of expenses 
of two-car garage at taxpayer’s home where business car parked not 
deductible); MSS Inc. v. The Queen, [1989] 2 C.T.C. 30 (FCA) 
(Management expenses .paid to another company not. reasonable 
where services already provided by taxpayer’s employees); Maduke 
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Foods Ltd. v. Canada, [1989] 2.C.T.C. 284 (FCTD) (Management 
salaries paid to spouse and children reduced); Compagnie Idéal 
Body Inc. vy. Canada, [1989] 2.C.T.C. 187 (FCTD) (Only $100,000 
of $210,000 bonus paid to spouse inheriting controlling interest was 
reasonable); Moloney v. Canada, [1989] 1 C.T.C. 213 (FCTD),; 
aff'd [1992] 2 C.T.C. 226 (FCA); leave to appeal to SCC refused 
[unreported] (May 6, 1993), Doc. 23336-(Elaborate scheme found 
lacking in business purpose, deductions not permitted); Gabco Ltd. 


v. MNR, [1968] C.T.C. 313 (Exch) ($56,000 paid to president’s — 


brother over 15 months, reasonable). 
Definitions [s. 67]: “amount” — 248(1). 
1.T. Application Rules: 31. 


Interpretation Bulletins: IT-75R3:: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-131R2: Convention ex- 


penses; IT-178R3: Moving expenses; IT-357R2: Expenses of train- _ 


ing; IT-467R: Damages, settlements and similar payments; IT- 
468R: Management or administration fees paid to non-residents; IT- 
521R: Motor vehicle expenses claimed by self-employed: individu- 
als; IT-525R: Performing artists. 


Information Circulars: (87-2: International transfer pricing and 
other international transactions. 
Advance Tax Rulings: ATR-12; Retiring allowance; ATR-45: 
Share appreciation rights plan. 


67.1 (1) Expenses for food, etc. — For the pur- | 


poses of this Act, other than sections: 62, 63 and 
118.2, an amount paid or payable in respect of the 
human consumption of food or beverages’ or the en- 
joyment of entertainment shall be deemed to be 50% 
of the lesser,of 


(a) the amount actually paid: or seco in respect 
thereof, and 


(b) an amount in respect thereof that would be 
reasonable in the circumstances.” 


Related Provisions: 8(4) — Limitation on meals of employee. 


History: The opening words of subsec. 67.1(1) amended by 1995, 
c. 3, s. 17, to substitute “50%” for “80%”, applicable to expenses 
incurred after February 21, 1994 in respect of food and beverages 
consumed and entertainment enjoyed after February 1994. 


Interpretation Bulletins: [T-504R2: Visual artists and writers; 
IT-518R: Food beverages and entertainment expenses; IT-525R: 
Performing artists. 


Information Circulars: 73-21R7: Away from home expenses. 


(2) Exceptions — Subsection (1) does not apply to 
an amount paid or payable by a person in respect of 
the consumption of food or beverages or the enjoy- 
ment of entertainment where the amount 


(a) is paid or payable for food, beverages or en- 
tertainment provided for, or in expectation of, 
compensation in the ordinary course of a business 
carried on by that person of providing the food, 
beverages or entertainment for compensation; 


(b) relates to a fund-raising event the primary 
purpose of which is to benefit’ a registered 
charity; 

(c) is an amount for which the person is compen- 
sated and the amount of the compensation is rea- 
sonable and specifically identified in writing to 
the person paying the compensation; 


(d) is required to be includéd in computing the 


S. 67.2 


income of an employee of the person or would be 
So required but for subparagraph 6(6)(a)(ii); .or 


(e) is incurred by the person for food, beverages 
or entertainment generally available to all indi- 
viduals employed by the person at a particular 
place of business of the person and consumed ¢ or 

~ enjoyed by such individuals. 
History: Para. 67.1(2)(e) substituted by 1994, c. 7, Sch. (1991, C 


49), s. 43, applicable to taxation years ending after July 13, 1990. 
Para. 67.1(2)(e) formerly read: 


(e) is incurred by the person for food, beverages or entertain- 
ment generally available to-all employees of the person at a 
particular location. 


(3) Fees for convention, etc. — For the purposes 
of this section, where a fee paid or payable for a con- 
ference, convention, seminar or similar event entitles 
the, participant to, food, beverages or entertainment 
(other than incidental. beverages and refreshments 
made available during the course of meetings or re- 
ceptions at the event) and a reasonable part. of the 
fee, determined on the basis of the cost of providing 
the food, beverages and entertainment, is not identi- 
fied in the account for the fee as compensation for 
the food, beverages and entertainment, $50 or such 
other amount as may be prescribed shall be deemed 
to be the actual amount paid or payable in respect of 
food, beverages. and entertainment for each day of 
the event on which food, beverages or entertainment 
is provided and, for the purposes of this Act, the fee 
for the event shall be deemed to be the actual amount 
of the fee minus the amount deemed by this subsec- 
tion to be the actual amount paid or payable for the 
food, beverages and entertainment. 


Related Provisions: 20(10) — Deduction for convention 
expenses, 


Regulations: No amount other than $50 has been prescribed for 
purposes of 67.1(3). 
Interpretation Bulletins: IT- 131R2: Convention expenses. 


(4) Interpretation — For the purposes of this 
section, 


(a) no amount paid or payable for travel on an 
airplane, train or bus shall be considered to be in 
respect of food, beverages or entertainment con- 
sumed or enjoyed while travelling thereon; and 


(b). “entertainment” includes amusement. and 


recreation. 


Pre-RSC History [s. 67:1]: S. 67.1 added by 1988, c. 55, s. 46, 
subsecs. 67.1(1), (2), (4), applicable with respect to amounts in- 
curred after June 17, 1987 in respect of food and beverages con- 
sumed and entertainment enjoyed after 1987 and subsec. 67.1(3) ap- 
plicable with respect to amounts incurred after June 1988. ° 


Definitions [s. 67.1]: “amount”, “business”, “employee”, “indi- 
vidual”, “person”, “prescribed”, “registered charity” — 248(1); 
“writing” — Interpretation Act 35(1). 

Interpretation Bulletins: IT-518R: Food, beverages and en- 


tertainment expenses; IT-522R: Vehicle, travel and sales expenses 
of employees. 
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67.2. Interest on money borrowed for 
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passenger vehicle — For the purposes of this 
Act, where an amount is paid or payable for a period 
by a person in respect of interest on borrowed money 
used to acquire a passenger vehicle or on an amount 
paid or payable for the acquisition of such a vehicle, 
in computing the person’s income for a taxation 
year, the amount of interest so paid or payable shall 
be deemed to be the lesser of the actual amount paid 
or payable and the amount determined by the 
formula 


A xB 
30 


where 


A is $250 or such other amount as may be pre- 
scribed; and 


Bis the number of days in the period in respect of 
which the interest was paid or payable, as the 
case may be. 

Related Provisions: 8(1)(j) — Automobile and aircraft costs; 


20(1)(c) — Interest deductible; 20(1)(d) — Compound interest de- 
ductible; 67.4 — More than one owner or lessor. 


History: S. 67.2 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 


44, applicable to taxation years and fiscal periods commencing after 
June 17, 1987 that end after 1987. S. 67.2 formerly read: 


67.2 Interest on money borrowed for passenger vehi- 
cle — For the purposes of this Act, where an amount in re- 
spect of interest is payable by a person on borrowed money 
used to acquire, or on an amount payable for the acquisition 
of, a passenger vehicle, in computing the income of the per- 
son for a taxation year the amount of interest so payable shall 
be deemed to be the lesser of the actual amount payable and 
the amount determined by the formula 


ae (ip 


30 
where 
A_ is $250 or such other amount as may be prescribed; and 


Bis the number of days in the year in respect of which the 
interest was payable. 


Pre-RSC History: S. 67.2 added by 1988, c. 55, s. 46, applicable 
to taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 


Definitions [s. 67.2]: “amount”, “borrowed money”, “passenger 
vehicle”, “prescribed” — 248(1); “taxation year” — 11(2), 249. 
Regulations: 7307(2) (prescribed amount). 

Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans; IT-521R: Motor vehicle expenses.claimed by self-employed 


individuals; IT-522R: Vehicle, travel and sales expenses of employ- 
ees; IT-525R: Performing artists. 


67.3 Limitation re cost of leasing passenger 
vehicle — Notwithstanding any other section of 
this Act, where 


(a) in a taxation year all or part of the actual lease 
charges in respect of a passenger vehicle are paid 
or payable, directly or indirectly, by a taxpayer, 
and 


(b) in computing the taxpayer’s income for the 
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year an amount may be deducted in respect of 
those charges, 


in determining the amount that may be so deducted, 
the total of those charges shall be deemed not to ex- 
ceed the lesser of 


(c) the amount determined by the formula 


(A x aa) Seep aEg 


where 
A. is $600 or such other amount as is prescribed, 


B_ is the number of days in the period commenc- 
ing at the beginning of the term of the lease 
and ending at the earlier of the end of the year 
and the end of the lease, 


C is the total of all amounts deducted in comput- 
ing the taxpayer’s income for preceding taxa- 
tion years in respect of the actual lease 
charges in respect of the vehicle, 


D is the amount of interest that would be earned 
on the part of the total of all refundable 
amounts in respect of the lease that exceeds 
$1,000 if interest were 


(i) payable on the refundable amounts at 
the prescribed rate, and 


(ii) computed for the period before the end 
of the year during which the refundable 
amounts were outstanding, and 


E is the total of all reimbursements that became 
receivable before the end of the year by the 
taxpayer in respect of the lease, and 


(d) the amount determined by the formula 


(jasc) Doe 


where 


A is the total of the actual lease charges in re- 
spect of the lease incurred in respect of the 
year or the total of the actual lease charges in 
respect of the lease paid in the year (depend- 
ing on the method regularly followed by the 
taxpayer in computing income), 

B is $20,000 or such other amount as is 
prescribed, 


C is the greater of $23,529 (or such other 
amount as is prescribed) and the manufac- 
turer’s list price for the vehicle, 


D is the amount of interest that would be earned 
on that part of the total of all refundable 
amounts paid in respect of the lease that ex- 
ceeds $1,000 if interest were 


(i) payable on the refundable amounts at 
the prescribed rate, and 


(ii) computed for the period in the year 
during which the refundable amounts are 
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outstanding, and 


E is the total of all reimbursements that became 
receivable during the year by the taxpayer in 
respect of the lease. 


Related Provisions: 67.4— More than one owner or lessor; 
257 — Formula cannot calculate to less than zero. 


History: S. 67.3 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
45, applicable to taxation years and fiscal. periods. beginning after 
June 17, 1987 that end after 1987, except that with respect to 
amounts paid or payable as a reimbursement in respect of a lease 
expense, it is applicable to taxation years that end after July 13, 
1990; and with respect to leases entered into before 1991 the 
description of C in para. (d) shall be read as follows: 


Cis the greater of $23,529 (or such other amount as may be 
prescribed) and the total of 


(i) the manufacturer’s list price for the vehicle, and 


(11) the provincial sales tax, if any, that would have 
been payable by a purchaser of the vehicle if it had 
been purchased at the manufacturer’s list price for 
the vehicle at the time the first lease of the vehicle 
was entered into and in the province under the laws 
of which the vehicle was registered for the greatest 
part of the year, 


S. 67.3 formerly read: 


67.3 Limitation re cost of leasing passenger vehicle — 
Notwithstanding any other provision of this Act, where 


(a) a taxpayer leases a passenger vehicle from a lessor i in 
a taxation year, and 


(b) in computing the taxpayer’s income for the year an 
amount may be deducted in respect of the vehicle, 


in determining the amount that may be so deducted, the cost 
to the taxpayer of leasing the vehicle shall not, exceed the 
lesser of 


(c) the amount determined by the formula 


AXB 
30 


( )=CHD-E 


where 
A_ is $600 or such other amount as may be prescribed, 


B is the number of days before the end of the year dur- 
ing which the vehicle was: leased by the taxpayer 
from the lessor, 


Cis the total of all amounts deducted in computing the 
taxpayer’s income for preceding taxation years in re- 
spect of the lease of the vehicle, 


D__is the amount of interest that would be earned on that 
part of the total of all refundable amounts paid by or 
on behalf of the taxpayer in respect of the lease that 
exceeds $1,000 if interest were 


(i) payable on the refundable amounts at the pre- 
scribed rate, and 


(ii) computed for the period before the end of the 
year during which the refundable amounts were 
outstanding, and 


Eis the total of all reimbursements receivable by the 
taxpayer in respect of the lease of the vehicle before 
the end of the year; and 


(d) the amount determined by the formula 


S. 67.4 


AXB 
0.85C 


)-D-# 


where 


A is the total of the actual lease charges payable to the 
lessor by the taxpayer for the’ lease of the vehicle 
during the year, 


Bis $20,000 or such other amount as may be 
prescribed, 


Cis the greater of $23,529 (or egos amount as 
may be prescribed) and the total of 


(i) the mantfacturer’s list price for the vehicle, 
and 


(ii) the provincial sales tax, if any, that would 
have been payable by a purchaser of the vehicle 
if it had been purchased at the manufacturer’s 
list price for the vehicle at the time the first lease 
of the vehicle was entered into and in the prov- 
ince under the laws of which the vehicle was 
registered for the greatest part of the year, 


Dis the amount of interest that would be earned on that 
part of the total of all refundable amounts paid by or 
on behalf of the taxpayer in respect of the lease that 
exceeds $1,000 if interest were 


(i) payable on the refundable amounts at the pre- 
scribed rate, and 


(ii) computed for the period in the year during 
which the refundable amounts are outstanding, 
and 


E is the total of all reimbursements receivable by the 
taxpayer in respect of the lease of the. vehicle during 
the year. 


Pre-RSC History: Subpara. (i) of the description of D in each of 
paras. 67.3(c) and (d) amended by 1990, c, 39, subsecs. 15(1) and 
(2), to substitute “prescribed rate” for “prescribed rate that. would be 
applicable if the amounts were amounts payable under this Act’, 
applicable with respect to interest to be calculated in respect of peri- 
ods after September 1989. 


S. 67.3 added by 1988, c. 55, s. 46, applicable to taxation years and 
fiscal periods commencing after June 17, 1987 that end after 1987. 


Definitions [s. 67.3]: “amount”, “borrowed money’, “motor vehi- 
cle”, “passenger vehicle”, “prescribed” — 248(1); “taxation 
year” —11(2), 249; ‘iaxpayet? — 248(1); “trust” — 104(1), 
248(1), (3). 

Regulations: 4301(c) (prescribed rate of sens 7307(1), (3), 
(4) (prescribed amounts). 


Interpretation Bulletins: [T-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees; IT-525R: Performing artists. 


67.4 More than one owner or lessor — Where a 
person owns or leases a motor vehicle jointly with 
one or more other persons, the reference in para- 
graph 13(7)(g) to the amount of $20,000, in section 
67.2 to the amount of $250 and in section 67.3 to the 
amounts of $600, $20,000 and $23,529 shall be read 
as a reference to that proportion of each of those 
amounts or such other amounts as may be prescribed 
for the purposes thereof that the fair market value of 
the first-mentioned person’s interest in the vehicle is 
of the fair market value of the interests in the vehicle 
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of all those persons. 


Pre-RSC History: S. 67.4 added by 1988, c. 55, s. 46, applicable 
to taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 


Definitions [s. 67.4]: “amount”, “motor vehicle”, “person” — 
248(1). 

Regulations: 7307 (prescribed amounts). 

Interpretation Bulletins: [T-521R: Motor vehicle expenses 


claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees; IT-525R: Performing artists. 


67.5 (1) Non-deductibility of illegal pay- 
ments — In computing income, no deduction shall 
be made in respect of an outlay made or expense in- 
curred for the purpose of doing anything that is an 
offence under any of sections 119 to 121, 123 to 125, 
393 and 426 of the Criminal Code or an offence 
under section 465 of that Act as it relates to an of- 
fence described in any of those sections. 


(2) Reassessments — Notwithstanding subsec- 
tions 152(4) to (5), the Minister may make such as- 
sessments, reassessments and additional assessments 
of tax, interest and penalties and such determinations 
and redeterminations as are necessary to give effect 
to subsection (1) for any taxation year. 

Related Provisions: 165(1.1) — Limitation of right to object to 


assessments or determination; 169(2)(a) — Limitation of right to 
appeal. 


History: S. 67.5 added by 1994, c. 7, Sch. II (1991, c. 49), s. 46, 
applicable to outlays made and expenses incurred after July 13, 
1990. 

Definitions [s. 67.5]: “assessment”, “Minister” — 248(1); “taxa- 
tion year” — 249. 


Interpretation Bulletins: IT-525R: Performing artists. 


68. Allocation of amounts in consideration 
for disposition of property — Where an amount 
received or receivable from a person can reasonably 
be regarded as being in part the consideration for the 
disposition of a particular property of a taxpayer or 
as being in part consideration for the provision of 
particular services by a taxpayer, 


(a) the part of the amount that can reasonably be 
regarded as being the consideration for the dispo- 
sition shall be deeméd to be proceeds of disposi- 
tion of the particular property irrespective of the 
form or legal effect of the contract or agreement, 
and the person to whom the property was dis- 
posed of shall be deemed to have acquired it for 
an amount equal to that part; and 


(b) the part of the amount that can reasonably be 
regarded as being consideration for the provision 
of particular services shall be deemed to be an 
amount received or receivable by the taxpayer in 
respect of those services irrespective of the form 
or legal effect of the contract or agreement, and 
that part shall be deemed to be an amount paid or 
payable to the taxpayer by the person to whom 
the services were rendered in respect of those 
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services. 


Related Provisions: 12(1)(a) — Services, etc. to be rendered; 
12(1)(b) — Amounts receivable in respect of services, etc, ren- 
dered; 13(33) — Consideration given for depreciable capital. 


Pre-RSC History: S. 68 substituted by 1988, c. 55, s. 47, applica- 
ble with respect to amounts received or receivable after June 1988 
otherwise than pursuant to agreements entered into in writing before 
May 1988. S. 68 formerly read: 


68. Amounts in part consideration for disposition of prop- 
erty — Where an amount can reasonably be regarded as be- 
ing in part the consideration for the disposition of any prop- 
erty of a taxpayer and as being in part consideration for 
something else, the part of the amount that can reasonably be 
regarded as being the consideration for such disposition shal! 
be deemed to be proceeds of disposition of that property irre- 
spective of the form or legal effect of the contract or agree- 
ment; and the person to whom the property was disposed of 
shall be deemed to have acquired the property at the same 
part of that amount. 


Selected Cases [s. 68]: Baur Investments Ltd. v. MNR, [1990] 2 
C.T.C. 122 (FCTD) (Appraisal evidence insufficient to dislodge al- 
location on disposition similar to allocation at time of acquisition); 
Golden et al: v. The Queen, [1980] C.T.C. 488 (FCTD) (Minister 
may reallocate amounts between land and buildings in arm’s length 
transaction); A.G. Can. v. Matador Inc. et al., [1980] C.T.C. 51 
(FCA) (Price for land and building below fair market value of land 
divided pro rata); The Queen yv. Malloney’s Studio Ltd., [1979] 
C.T.C. 206 (SCC) (No amount allocated to building where demol- 
ished before purchase); The Queen v. Jessiman Bros. Cartage Ltd., 
[1978] C.T.C. 274 (FCTD) (Going concern value of assets rather 
than trade-in value accepted); Crown Trust Co. v. The Queen, 
[1977] C.T.C. 320 (FCTD) (Price for land and buildings allocated 
pursuant to assessment rolls in absence of expert evidence); Stanley 
v. MNR, [1972] C.T.C. 34 (SCC) (Value greater than undepreciated 
capital cost allocated to building even though purchaser desired 
only land); Munday v. MNR, [1971] C.T.C. 585 (FCTD) (Part of 
price allocated to building destroyed by purchaser after closing); 
Emco Ltd. v. MNR, [1968] C.T.C. 457 (Exch) (Taxpayer permitted 
to change previous allocation of purchase price entirely to land). 
Definitions [s. 68]: “amount”, “person”, “property” — 248(1); 
“received” — 248(7); “taxpayer” — 248(1). 

Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”; IT-220R2: Capital cost allowance — proceeds of dis- 
position of depreciable property. 


69. (1) Inadequate considerations — Except as 
expressly otherwise provided in this Act, 


(a) where a taxpayer has acquired anything from 
a person with whom the taxpayer was not dealing 
at arm’s length at an amount in excess of the fair 
market value thereof at the time the taxpayer so 
acquired it, the taxpayer shall be deemed to have 
acquired it at that fair market value; 


(b) where a taxpayer has disposed of anything 


(i) to a person with whom the taxpayer was 
not dealing at arm’s length for no proceeds or 
for proceeds less than the fair market value 
thereof at the time the taxpayer so disposed of 
it, or 


(ii) to any person by way of gift inter vivos, 


the taxpayer shall be deemed to have received 
proceeds of disposition therefor equal to that fair 
market value; and 
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(c) where a taxpayer has acquired property by 
way of gift, bequest or inheritance, the taxpayer 
shall be deemed to have acquired the property at 
its fair market value at the time the taxpayer so 
acquired it. 


Selected Cases [para. 69(1)(c)]: Sweeney y. Cr [1990] 2 
C.T.C. 342 (FCTD); appealed to FCA (Oct. 4, 1990), File A-825-90 
(Son’s right to purchase father’s shares on death not gift). 


Related Provisions: 13(33) — Consideration given for deprecia- 
ble capital; 15(1) — Benefit conferred on shareholder; 28(1.1) — 
Farming or fishing business —- acquisition of inventory; 53(5) — 
Recomputation of ACB on non-arm’s length disposition; 69(1.1) — 
Idem; 69(2), (3) — Transfer pricing re non-residents; 69(6) — Inad- 
equate considerations; 79(3)E(a) — Where property surrendered to 
a creditor; 106(1.1)—Cost of income interest in a trust; 
~ 107(1.1) — Cost of capital interest in a trust; 127(11.8)(b) — Ignore 
69(1)(c) for certain non-arm’s length costs re investment tax credit; 
146(9) — Disposition or acquisition of property by RRSP; 
146.3(4) — Disposition or acquisition of property by RRIF; 251 — 
Arm’s length; Canada-U.S. tax treaty, Art. IX — Adjustments for 
transactions between related persons. 


Selected Cases [subsec. 69(1)]: Gilvesy Enterprises Inc. v. 
Canada, {1997] 1 C.T.C. 2410 (TCC) (“Shotgun” clause may have 
impact on valuation of assets); Kieboom v. MNR, [1992] 2 C.T.C. 
59 (FCA) (Taxpayer “transferred” property to related parties by re- 
ducing equity in corporation on subscription for shares by related 
parties); Terry v. The Queen, [1985] 1 C.T.C. 135 (FCTD) (Gift of 
shares valued; evidence of Crown’s valuator, not having full access 
to information, rejected); Gervais v. The Queen, [1984] C.T.C. 661 
(FCTD) (Difference between acquisition price, paid by son to fa- 
ther, and fair market value not gift); Bouchard v. The Queen, [1983] 
C.T.C. 173 (FCTD) (No capital gain.on transfer to child of legal 
estate of property held in trust by parents); Hutterian Brethren et al. 
v. The Queen, [1980] C.T.C. 1 (FCA) (Farming not charitable or 
religious activity; value of members’ labour not gift where they and 
families received colony’s support in return); Lea-Don Canada Ltd. 
v. MNR, [1970] C.T.C. 346 (SCC) (Proceeds of non-arm’s length 
sale of assets to parent company deemed fair market value). 


Regulations: 1102(14) — Class of hones property preserved 
on non-arm’s length acquisition. 


I.T. Application Rules: 20(1.3), 32. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-140R3: Buy-sell agreements; IT-188R: Sale of ac- 
counts receivable; IT-212R3: Income of deceased persons —- rights 
or things; IT-213R: Prizes from lottery schemes and giveaway con- 
tests; IT-226R: Gift to a charity of a residual interest in real prop- 
erty or an equitable interest in a trust; IT-288R2: Gifts of capital 
properties to a charity and others; IT-297R2: Gifts in kind to charity 
and others; IT-385R2: Disposition of an income interest in a trust; 
IT-403R: Options on real estate; IT-405: Inadequate considera- 
tions — acquisitions and dispositions; IT-427R: Livestock of farm- 
ers; IT-432R2: Benefits conferred on shareholders; IT-433R: Farm- 
ing or fishing —use of cash method; IT-442R: Bad debts and 
reserves for doubtful debts; IT-504R2: Visual artists and writers. 
See also list at end of s. 69. 


Information Circulars: 87-2: International transfer pricing and 
other international transactions; 89-3: Policy statement on business 
equity valuations. 

Advance Tax Rulings: ATR-1: Transfer of legal title in land to 
bare trustee corporation — mortgagee’s requirements sole reason 
for transfer; ATR-9: Transfer of personal residence from corpora- 
tion to its controlling shareholder; ATR-36: Estate freeze. 


(1.1) Idem, where subsec. 70(3) applies — 
Where a taxpayer has acquired property that is a 
right or thing to which subsection 70(3) applies, the 


S. 69(2) 


following rules apply: 


(a) paragraph (1)(c) is not applicable to that prop- 
erty; and 


(b) the taxpayer shall be deemed to have acquired 
the property at a cost equal to the total of 


~ () such part, if any, of the cost thereof to the 

taxpayer who has died as had not been de- 
ducted by the taxpayer in computing the tax- 
payer’s income for any year, and 


(ii) any expenditures made or incurred by the 
taxpayer to acquire the property. 
Pre-RSC History: Subsec. 69(1.1) added by 1974-75-76, c. 26, 


subsec. 37(1), applicable in respect of appropriations, eee Ucn 
or acquisitions of property after May 6, 1974. 


Interpretation Bulletins: ae 212R3: Income of. deceased per- 
sons — rights or things; IT-427R: Livestock of farmers. See also 
list at end of s. 69. 


(1.2) Idem — Where, at any time, 


(a) a taxpayer disposed: of property for proceeds 
of disposition (determined without reference to 
this subsection) equal to or greater than the fair 
market value at that time of the property, and 


‘(b) there existed at that time an agreement under 
‘which a person with whom the taxpayer was not 
dealing at arm’s length agreed to pay as rent, roy- 
alty or other payment for the use of or the right to 
use the property an amount less than the amount 
that would have been reasonable in the circum- 
stances if the taxpayer and the person had been 
dealing at arm’s length at the time the ecb 
was entered into, 


the taxpayer’s proceeds of disposition of the prop- 
erty shall be deemed to be the greater of 


(c) those proceeds determined without reference 
to this subsection, and 


(d) the fair market value of the property at the 
time of the disposition, determined without refer- 
ence to the existence of the agreement. 

History: Subsec. 69(1.2) added by 1994, c. 7, Sch. VII (1993, c. 


24), subsec. 27(1), applicable to dispositions occurring after Decem- 
ber 20, 1991. 


(2) Unreasonable consideration — Where a 
taxpayer has paid or agreed to pay to a non-resident 
person with whom the taxpayer was not dealing at 
arm’s length as price, rental, royalty or other pay- 
ment for or for the use or reproduction of any prop- 
erty, or as consideration for the carriage of goods or 
passengers or for other services, an amount greater 
than the amount (in this subsection referred to as 
“the reasonable amount’) that would have been rea- 
sonable in the circumstances if the non-resident per- 
son and the taxpayer had been dealing at arm’s 
length, the reasonable amount shall, for the purpose 
of computing the taxpayer’s income under this Part, 
be deemed to have been the amount that was paid or 
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is payable therefor. 


Income Tax Act, Part I, Div. B 


Related Provisions: 67 — General limitation re expenses; 
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127.55 — Minimum tax not applicable; 233.1 — Disclosure of 
transactions with related non-residents; 251 — Arm’s length; 
253 — Extended meaning of carrying on business; Canada-U.S. tax 
treaty, Art. IX — Adjustments for transactions between related per- 
sons; Art. XII:7 — Withholding tax. where royalties exceed arm’s- 
length amount. 


Pre-RSC History: Subsec. 69(2) seats by 1985, c. 45, sub- 
sec. 32(1), applicable with respect to transactions or.events occur- 
ring after May 9, 1985. Subsec. 69(2) formerly read: 


(2) ldem — Where a taxpayer carrying on business in Can- 
ada has. paid or agreed to pay, to a non-resident person with 
whom he was not dealing at arm’s length as price, rental, roy- 
alty or other payment for or for the use or reproduction of any 
property, or as consideration for the carriage of goods or pas- 
sengers or for other services, an amount. greater than the 
amount (in this subsection referred to as “the reasonable 
amount’) that would have been reasonable'in the circum- 
stances if the non-resident person and the taxpayer had been 
dealing at arm’s length, the reasonable amount shall, for the 

“purpose of computing the taxpayer’s' income from the busi- 
ness, be deemed to have been the amount that was paid or is 
payable therefor. 


interpretation Bulletins: IT-468R: Management. or administra- 
tion fees paid to non-residents. See also list at end of s. 69. 


Information Circulars; 87-2: International.:transfer. pricing .and 
other international. transactions; 94-4: International transfer. pric- 
ing — advance pricing agreements (APA). 


(3) Idem — Where a non-resident person has 


neither paid nor agreed to pay to a taxpayer with 
whom the person was not dealing: at arm’s length as 
price, rental, royalty or other payment for or for the 
use or reproduction of any property or as considera- 
tion for the carriage of goods or passengers or for 
other services, an amount equal to or greater than the 
amount that would have been:a reasonable amount in 
the circumstances if the non-resident person and the 


taxpayer had been dealing at arm’s length, that rea-’ 


sonable amount shall, for the purpose of computing 
the taxpayer’s income under this Part, be deemed to 
have been received or receivable by the taxpayer 
therefor. 


Related Provisions: 67 — General limitation re expenses; 
233.1 — Disclosure of transactions with related non-residents; 
251 — Arm’s length; 253 — Extended meaning of carrying on bus- 
iness; Canada-U.S. tax treaty, Art. Ix — Adjustments for transac- 
tions between related persons. 


History: Subsec. 69(3) substituted by 1994, c. 7, Sch. Il (1991, c. 
49), subsec. 47(1), applicable to transactions or events occurring af- 
ter July 13, 1990. Subsec..69(3) formerly read: 


(3) Idem — Where a non-resident person has neither paid nor 
agreed to pay to a taxpayer with whom the [person] was not 
dealing at arm’s length as price, rental, royalty or other pay- 
ment for or for the use or reproduction of any property, or as 
consideration for the carriage of goods or passengers or for 
_ other services, the amount that would have been reasonable in 
~ the circumstances if the non-resident person and the taxpayer 
had been dealing at arm’s length, that amount shall, for the 
purpose of computing the taxpayer’s income under this Part, 
be deemed to have been received or receivable bythe tax- 


S. 69(5)(a)(i) 


payer therefor. 


Pre-RSC History: Subsec. 69(3) substituted by 1985, c. 45, sub- 
sec. 32(1), applicable with respect to transactions or events occur- 
ring after May 9, 1985. Subsec. 69(3) formerly read: 


(3) Idem — Where.a non-resident person has paid, or agreed 
to pay, to a taxpayer carrying on business in Canada with 
whom he was not dealing at arm’s length as price, rental, roy- 
alty or other payment for or for the use or reproduction of any 
property, or as consideration for the carriage of goods or pas- 
sengers or for other services, an amount less than the amount 
(in this subsection referred to as “the reasonable amount’) 
that would have been reasonable in the circumstances if the 
non-resident person and the taxpayer had been dealing at 

 arm’s length, the reasonable amount shall, for the purpose of 
computing the taxpayer’s income from the business, be © 
deemed to: have been the amount that was paid or is payable 
therefor. 


Interpretation Bulletins: See list at end of s. 69. 


Information Circulars: 87-2: International transfer pricing and 
other international transactions; 94-4: International transfer pric- 
ing — advance pricing agreements (APA). 


(4) Shareholder appropriations — Where at any 
time property of a corporation has been appropriated 
in any manner whatever to or for the benefit of a 


shareholder of the corporation for no consideration 


or for consideration that is less than the property’s 
fair market value anda sale of the property at its fair 
market value would have increased the corporation’s 
income or reduced a loss of the corporation, the cor- 
poration shall be deemed to have disposed of the 
property, and to have received proceeds of disposi- 
tion therefor equal to its fair market value, at that 
time. 


Related Provisions: 15(1) — Benefit conferred on shareholder. 


History: Subsec. 69(4) substituted by 1994, c. 21, s. 32, applicable 
to appropriations occurring after December 21, 1992. That subsec. 
formerly read: 
(4) idem — Where property of.a corporation has been appro- 
priated in any manner whatever to,.or for the benefit of, a 
shareholder, for no consideration or for a consideration below 
the fair market value, if the sale thereof at the fair market 
value would have increased the corporation’s income for a 
taxation, year, for the purpose of determining the corpora- 
tion’s income for the year, it.shall be deemed to have sold the 
property during the year and to have received therefor the fair 
market value thereof: * 
Selected Cases [subsec: 69(4)]: Boardman et al. v. The Queen, 
[1986] 1 C.T.C. 103 (FCTD); appealed to FCA (Dec. 20, 1985), 
File A-1015-85 (Transfer of title to houses pursuant to order in di- 
vorce proceedings deemed sale at fair market value). 


Interpretation Bulletins: See list at end of s. 69. 


(5) Idem — Where in a taxation year of a corpora- 
tion property of the corporation has been appropri- 
ated in any manner whatever to, or for the benefit of, 
a shareholder, on the winding-up of the corporation, 
the following rules apply: 


(a) for the purpose of computing the corpora- 
tion’s income for the year, 
(i) it shall be deemed to have sold each such 


property immediately before the winding-up 
and to have received therefor the fair market 


535 


S. 69(5)(a)(i) 


value thereof at that time, and 


(ii) paragraph 40(2)(e) shall not apply in com- 
puting the loss, if any, from the sale of any 
such property; 


(b) the shareholder shall be deemed to have ac- 
quired the property at a cost equal to its fair mar- 
ket value immediately before the winding-up; 


(c) subsections 52(1), (1.1) and (2) are not appli- 
cable for the purposes of determining the cost to 
the shareholder of the property; 


(d) subsections 85(4) and (5.1) shall not apply in 
respect of the winding-up; and 


(e) paragraph 40(2)(e) does not apply in comput- 
ing the loss, if any, of the shareholder from the 
disposition of a share of the capital stock of the 
corporation to the corporation on the winding-up. 


Income Tax Act, Part I, Div. B 


Related Provisions: 15(1) — Benefit conferred on shareholder; 
54“superficial loss”(h) — Superficial loss rule inapplicable when 
69(5) applies; 84(2) — Distribution on winding-up, etc. 

History: Para. 69(5)(e) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 47(2), applicable to dispositions of shares after 1985. 


Pre-RSC History: Para. 69(5)(d) substituted by 1980-81-82-83, c. 
140, subsec. 38(1), applicable with respect to appropriations occur- 
ring after November 12, 1981. Para. 69(5)(d) formerly read: 
(d) subsection 85(4) shall not apply in respect of the winding- 
up. 
Para. 69(5)(d) added by 1979, c. 5, s. 22, applicable in respect of an 
appropriation of property after November 16, 1978. 


Subsec. 69(5) substituted by 1974-75-76, c. 26, subsec. 37(2), appli- 
cable in respect of appropriations, dispositions or acquisitions of 
property after May 6, 1974. Subsec. 69(5) formerly read: 


(5) Where property of a corporation has been appropriated in 
any manner whatever to, or for the benefit of, a shareholder, 
on the winding-up of the corporation, if the sale thereof at the 
fair market value immediately prior to the winding-up would 
have increased the corporation’s income for a taxation year, 
for the purpose of determining the corporation’s income for 
the year, it shall be deemed to have sold the property during 
the year and to have received therefor the fair market value 
thereof. 

Interpretation Bulletins: IT-444R: Corporations — involuntary 

dissolutions; IT-488R2: Winding-up of 90%-owned taxable Cana- 

dian corporations. See also list at end of s. 69. 


Information Circulars: 89-3: Policy statement on business equity 
valuations. 


(6) idem — Where a taxpayer who is an operator 
with respect to a natural accumulation of petroleum 
or natural gas in Canada, an oil or gas well in Can- 
ada or a mineral resource in Canada disposes by vir- 
tue of an obligation imposed by statute or a contrac- 
tual obligation substituted for an obligation imposed 
by statute of any petroleum, natural gas or related 
hydrocarbons or metal or minerals produced in the 
operation to 


(a) Her Majesty in right of Canada or a province, 


(b) an agent of Her Majesty in right of Canada or 
a province, or 


(c) a corporation, commission or association that 
is controlled by Her Majesty in right of Canada 
or a province or by an agent of Her Majesty in 
right of Canada or a province 


for no proceeds of disposition or for proceeds of dis- 
position less than the fair market value thereof at the 
time the taxpayer so disposes of it, the taxpayer shall 
be deemed to have received proceeds of disposition 
therefor equal to that fair market value determined, 
in circumstances where the taxpayer is required by a 
law or contract to so dispose thereof, without yee 
to that law or contract. 

Related Provisions: 69(7) — Unreasonable consideration; 


104(29) — Amounts deemed to be payable to beneficiaries; 
219(1)(k) — Reduction in branch tax. 


Pre-RSC History: Para. 69(6)(c) amended by 1988, c. 55, subsec. 
48(1), to substitute “that is controlled” for “that is controlled, di- 
rectly or indirectly in any manner whatever,” applicable to taxation 
years commencing after 1988. 


All that portion of subsec. 69(6) preceding para. (a) amended by 
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1986, c. 6, subsec. 31(2), applicable to, taxation years ending after 
March 1985 to, substitute “is,an:operator with respect to a natural 
accumulation of petroleum or natural gas in Canada,” for “‘oper- 
ates”, to add “in Canada” after “an oil or gas, well” and to substitute 
“the operation to” for “the operation of such well or resource to”, 
Subsec. 69(6) substituted by 1977-78, c. 32, s. 13, epplinable after 
April 10, 1978. Subsec. 69(6) formerly read; 


(6) Where a taxpayer who operates. an oil or gas. well or min- 
eral resource in Canada disposes of any petroleum, natural 
- gas or related hydrocarbons or metal or: industrial minerals : 
produced in the operation of such well or resource to™ : 
(a) Her Majesty in right of Canada or a province, * 
~ (b) an agent of Hor Maleery 4 in’ ae of Canada ora ee 
ince, or Ou 
“(c) a éorporation, commission or association that is con--- 
» trolled, directly or indirectly in any manner whatever, by © 


Her Majesty in right of Canada or a province; or by;an 
agent of Her Majesty i in right of Canada or a province 


for no. proceeds of disposition or for proceeds of disposition 

‘less than the fair market value thereof at the time he so dis- 
poses! of it, he shall be deemed to‘have received ‘proceeds of 
disposition therefor equal to that fair market value -deter- 

_ mined, in circumstances where he is required by a law. or con- 
tract to so dispose thereof, without regard to that law. or 
contract. 

Subsec, 69(6) added by 1974-75-76, c. 26, subsec. 37(2), applicable 
in respect of appropriations, dispositions or SES OnS of property 
after May 6, 1974. 


Remission Orders: Syncrude Remission Order, CRC. 1978, Ce 
794 (P.C. 1976-1026) (remission of tax on royalties etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Chae charges — resource 
properties in Canada. See also list ,at,end of s, 69. 


(7) Idem — Where a taxpayer who is an operator 
with respect to a natural accumulation of petroleum 
or natural gas in Canada, an oil or gas well in Can- 
ada or a mineral resource in Canada acquires any pe- 
troleum, natural gas or related hydrocarbons or metal 
or minerals. produced in the. operation from 


(a) Her Majesty in right of Canada or a province, 


(b) an agent of Her Malesty in right of Canada or 
a province, or 


(c) a corporation, commission or association that 
is controlled by Her Majesty in right of Canada 
or a province or by:an agent of ‘Her ee hg in 
right of Canada or a province 


for an amount in excess of the fair market value 
thereof at the time the taxpayer so acquired the pe- 


troleum, natural gas or related hydrocarbons or metal 
or minerals, the taxpayer shall be deemed to have ac- 
quired the petroleum, natural gas or related -hydro- 
carbons or metal or minerals, at that fair market value 
determined, in. circumstances where the taxpayer is 
required by a law or contract:to so acquire the petro- 
leum, natural gas or related hydrocarbons or metal or 
minerals, without regard to that law or contract. 

Related Provisions: 69(9) — Fair market value of resource out- 


put acquired from Crown; 10429) — Amounts deemed to. be paya= 
ble to beneficiaries; 219(1)(k)—= Reduction in branch tax. 


Pre-RSC History: Para, 69(7)(c).amended by 1988, c. 55, subsec. 
48(2),, to substitute “that is controlled” for “that is controlled, di- 
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rectly or indirectly in any manner whatever,” 
years commencing after 1988. 


PREC to taxation 


All that portion of subsec. 69(7) preceding para, “(ays ipanied, by 
1986, c. 6, subsec. 31(2), applicable to taxation years ending after 
March 1985, to substitute “is an operator ‘with respect to a natural 
accumulation of petroleum or natural gas in Canada” for “operates”, 
to add “in Canada” after “an oil or gas well” and to‘ substitute “the 
operation from”: for“the operation of such well or resource from”. 


Subsec. 69(7) substituted by 1977-78, c, 32, s. biesiccibegioae after 
April 10, 1978. Subsec. 69(7) formerly read:.. 


’ (7) Where a taxpayer who operates an oil:or gas well or a 
mineral resource in Canada acquires any petroleum, natural 
gas or related hydrocarbons or metal or industrial minerals 
produced in the operation of such well or resource from 


- (a) Her Majesty in right of Canada’ or a province, 


~~ (b) an agent of Her Majesty i in net of Cinta! ora ee 
ince, or 


(c) a corporation, commission or association that is con- 

»\ trolled, directly or indirectly in any manner whatever, by 

bis » Her -Majesty:in right of Canada or a province or by an 
-,agent of Her Majesty in right of Canada or a province 


for an amount in excess of the fair market value thereofiat the 

_ time he so acquired the petroleum, natural gas or related hy- 

~drocarbons or metal or industrial minerals, he shall be 

* deemed to have acquired the petroleum, natural-gas or related 

‘hydrocarbons or metal or industrial minerals ‘at that fair mar- 

- » ket: value determined, in circumstances where he is required 

bya law or contract to so acquite the petroleum, natural. gas 

_ or related hydrocarbons or metal or industrial minerals, with- 
out regard to that law or contract. 


Subsec. 69(7) added by 1974-75-76, c. 26, ie S12). apliebie 
in respect of appropriations, dispositions or acquisitions of property 
after May 6, 1974. 

Remission Orders: Syncrude Remission Order, C.R.C. 1978, c. 
794 (P.C. 1976-1026) (remission of taxon royalties etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. See also list at end of s. 69. 


(7.1) [Repealed under. former Act]. 


Pre-RSC History: Subsec. 69(7.1) repealed by 1984, c: 1, subsec. 
31(1); applicable with respect to dispositions of aviation turbine fuel 
occurring after April 30, 1983. Subsec. 69(7. 1) formerly read: 


(7 ol): Aviation turbine fuel — Where in a ‘month a taxpayer 
has disposed of aviation turbine fuel, he shall be deémed to 
have'received, for each cubic metre of aviation turbine fuel’so 
disposed of that was used on an international flight (within. 
the meaning assigned by subsection 234.1(4)) and for which 
an export licence. is. required. under Part VI of the National 
Energy Board Act, proceeds of disposition equal to the aggre- 
gate of 


(a) the ihecetls of diaposition: ioeeon as deterreiried 
without reference to this: subsection, and 


(b) the amount prescribed in respect of a/cubic metre of 
aviation ‘turbine fuel for that month. 


Subsec. 69(7.1) added by 1980-81-82-83, c. 140, subsec. 38(2), ap- 
plicable with respect to dispositions occurring after January 31, 
1982, except that with respect to dispositions occurring after Janu- 
ary 31, 1982 and before March 1, 1982, subsec. 69(7.1) shall be 
read.without reference to the words “and for which an export li- 
cence is required under Part VI of the National Energy Board Act’. 


(8) Fair market value of resource output 
disposed of to Crown — For the purposes of 
subsection (6), the fair market value at the time of 


537 


S. 69(8) 


disposition of a unit of any particular quantity of pe- 
troleum, natural gas or related hydrocarbons or metal 
or minerals disposed of by the taxpayer referred to in 
that subsection to a person referred to in any of 
paragraphs (6)(a) to (c) shall be deemed to be the 
amount by which 


(a) the average proceeds of disposition that be- 
came receivable in the month that included that 
time by that person for the disposition of a like 
unit from a person other than a person referred to 
in any of paragraphs (6)(a) to (c) 


exceed the total of 


(b) the average total of all expenses (including 
depreciation) incurred by that person in respect of 
that month for each like unit that may reasonably 
be attributed to transmitting, transporting, mar- 
keting or processing thereof to the extent that 
those expenses are reasonable and necessary and 
do not include any cost of acquisition thereof, 
and 


(c) in respect of the unit disposed of by the tax- 
payer, the amount that may reasonably be attrib- 
uted as being an amount paid to, an amount that 
became payable to or an amount that became re- 
ceivable by, Her Majesty in Right of Canada for 
the use and benefit of a band or bands as defined 
in the Indian Act. . 


Related Provisions: 69(10) — Certain persons deemed to be 
same person. 


Pre-RSC History: Ail that portion of subsec. 69(8) following 
para. (a) substituted (para. (c) added), by 1985, c. 45, subsec. 32(2), 
applicable to 1978 et seg. That portion of subsec. 69(8) formerly 
read: 


exceeds 


(b) the average aggregate of all expenses (including de- 
preciation) incurred by that person in respect of that 
month for each such unit that may reasonably be attrib- 
uted to transmitting, transporting, marketing or process- 
ing thereof to the extent that such expenses are reasona- 
ble and necessary and do not include any cost of 
acquisition thereof. 


Subsec. 69(8) substituted by 1977-78, c. 32, s. 13, applicable after 
April 10, 1978. Subsec. 69(8) formerly read: 


(8) For the purposes of subsection (6), the fair market value at 
the time of disposition of a unit of any particular quantity of 
petroleum, natural gas or related hydrocarbons or metal or in- 
dustrial minerals disposed of by the taxpayer referred to in 
that subsection to a person referred to in any of paragraphs 
(6)(a) to (c) shall be deemed to be the amount by which 


(a) the average proceeds of disposition that became re- 
ceivable in the month that included that time by that per- 
son for the disposition of a like unit from a person other 
than a person referred to in any of paragraphs (6)(a) to (c) 


exceeds 


(b) the average aggregate of all expenses (including de- 
preciation) incurred by that person in respect of that 
month for each such unit that may reasonably be attrib- 
uted to transmitting, transporting, marketing or process- 
ing thereof to the extent that such expenses are reasona- 
ble and necessary and do not include any cost of 
acquisition thereof. 
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Subsec. 69(8) added by 1974-75-76, c. 26, subsec. 37(2), applicable 
in respect of appropriations, dispositions or acquisitions of property 
after May 6, 1974. 

Remission Orders: Syncrude Remission Order, C.R.C. 1978, c. 
794 (P.C. 1976-1026) (remission of tax on royalties etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. See also list at end of s. 69. 


(9) Fair market value of resource output 
acquired from Crown — For the purposes of sub- 
section (7), the fair market value of a unit of any par- 
ticular quantity of petroleum, natural gas or related 
hydrocarbons or metals or minerals acquired by the 
taxpayer referred to in that subsection from a person 
referred to in any of paragraphs (7)(a) to (c) shall be 
deemed to be equal to the total of 


(a) the amount, if any, paid or payable to the tax- 
payer by that person in respect of that unit, and 


(b) the amount, if any, in respect of that unit paid 
or payable to Her Majesty in right of Canada by 
that person for the use and benefit of a band or 
bands as defined in the Indian Act. 

Pre-RSC History: Subsec. 69(9) substituted by 1985, c. 45, sub- 

sec. 32(3), applicable to 1978 et seg. Subsec. 69(9) formerly read: 
(9) Fair market value of resource output acquired from 
Crown — For the purposes of subsection (7), the fair market . 
value of a unit of any particular quantity of petroleum, natural 
gas or related hydrocarbons or metal or minerals acquired by 
the taxpayer referred to in that subsection from a person re- 
ferred to in any of paragraphs (7)(a) to (c) shall be deemed to’ 
be equal to the amount, if any, paid or payable to the taxpayer 
by that person in respect of that unit. 

Subsec. 69(9) substituted by 1977-78, c. 32, s. 13, applicable after 

April 10, 1978. Subsec. 69(9) formerly read: 
(9) For the purposes of subsection (7), the fair market value 
of a unit of any particular quantity of petroleum, natural gas 
or related hydrocarbons or metal or industrial minerals ac- 
quired by the taxpayer referred to in that subsection from a 
person referred to in any of paragraphs (7)(a) to (c) shall be 
deemed to be equal to the amount, if any, paid or payable to 
the taxpayer by that person in respect of that unit. . 

Subsec. 69(9) added by 1974-75-76, c. 26, subsec. 37(2), applicable 

in-respect of appropriations, dispositions or acquisitions of property 

after May 6, 1974. 

Remission Orders: Syncrude Remission Order, C.R.C. 1978, c. 

794 (P.C. 1976-1026) (remission of tax on royalties ete. relating to 

the Syncrude Project). 

Interpretation Bulletins: IT-438R2: Crown charges — resource 

properties in Canada. See also list at end of s. 69. 


(10) Certain persons deemed to be same per- 
son — For the purposes of subsection (8), where a 
person referred to in any of paragraphs (6)(a) to (c) 
disposes of a unit of any particular quantity of petro- 
leum, natural gas or related hydrocarbons or metal or 
minerals to another person referred to in any of those 
paragraphs, those persons shall be deemed to be the 
same person. 

Pre-RSC History: Subsec. 69(10) substituted by 1977-78, c. 32, s. 
13, applicable after April 10, 1978: Subsec. (10) formerly read: 


(10) For the purposes of subsection (8), where a person re- 
ferred to in any of paragraphs (6)(a) to (c) disposes of a unit 
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of any particular quantity of petroleum, natural gas or related 

hydrocarbons or metal or industrial minerals to another per-__ 

son referred to in any of those paragraphs, those persons shall 
be deemed to be the same person. 


Subsec. 69(10) added by 1974-75-76, c. 26, coneee 37(2), applica- 
ble in respect of appropriations, dispositions or Jp alisitogs of POR: 
erty after May 6, 1974. 


Remission Orders: Syncrude Remission Order C.R.C. 1978; c. 
794 (P.C. 1976-1026) (remission of tax on royalties etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2; Coan charges — resource 
properties in Canada. See also list at end of s. 69. 


(11) Deemed proceeds of disposition — 
Where, at any time as part of a series of transactions, 
a person or partnership (in this subsection,and sub- 
section (12) referred to as the “vendor’’) has disposed 
of property for proceeds of disposition: that are less 
than its fair market value and it may reasonably be 
considered that one of the main purposes of the se- 
ries was to obtain the benefit of 


(a) any deduction in computing income, taxable 


income, taxable income earned in Canada or tax 
payable under this Act, or 


(b) any balance of undeducted outlays, expenses. 


or other amounts 


available to a specified’person in respect of a subse- 
quent disposition of the property or property substi- 
tuted for the property, notwithstanding any other 
provision of this Act, the vendor shall, where the 
subsequent disposition occurs within three years af- 
ter that time, be deemed to have disposed of the 


property at that time for proceeds of disposition 


equal to its fair market value at that time 


S. 69(11). 


Related Provisions [subsec. 69(11)]: 69(12) (draft) — Reas- 
sessment to give effect to 69(11); 69(12.1) (to be repealed) —’Ap- 
plication; 69(13) — Amalgamation or merger; 87 — Amalgama- 
tions; 88(1) — Winding-up; 160(1.1)— Joint. liability of vendor 
and specified person; 248(5) — Substituted property. 


Pre-RSC History: Subsec. 69(11) added by 1987, °c. 46, s. 24, 
applicable with respect to property disposed of after January 15, 
1987 except where the person or-partnership disposing of the prop- 
erty after that date was obliged on that date to dispose of it pursuant 
to an agreement in writing entered into on or before that date or 
where the person or partnership disposed of the property as part of a 
series of transactions that commenced on or before that date. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”.: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
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person may be excused from performing the obligation as a 
result of changes to the [/ncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 
Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. See also list at end of s. 69. 


Information Circulars: 88-2, para. 9: General anti-avoidance 
rule — section 245 of the Income Tax Act. 

1.T. Technical News: No. 9 (loss consolidation within a corporate 
group). 

Advance Tax Rulings: ATR-67: Increase in the cost of property 
on the winding-up of a wholly-owned subsidiary. 


Pre-RSC History [former subsec. 69(11)]: Former subsec. 
69(11) repealed by 1984, c. 1, subsec. 31(2), applicable with respect 
to dispositions of aviation turbine fuel occurring after April 30, 
1983. Subsec. 69(11) formerly read: 


(11) Interpretation — For the purposes of subsection (7.1), 
aviation turbine fuel shall be deemed to be used on an inter- 
national flight if 


(a) it is purchased in Canada by an air carrier that is resi- 
dent in Canada and is specified, on a fuel certificate re- 
ferred to in section 234.1, to be fuel used on an interna- 
tional flight; or 


(b) it is purchased in Canada by an air carrier that is not 
resident in Canada, unless it is purchased in respect of an _, 
aircraft having a maximum take-off weight not coe 
34,000 kilograms. 


Subsec. 69(11) added by 1980-81-82-83, c. 140, subsec. 38(3), ap- 
plicable with respect to dispositions occurring after January 31, 
1982. 


(12) Definition of “specified person” — For the 
purposes of subsection (11), a “specified person” is 


(a) a person that was not (otherwise than by vir- 
tue of a right referred to in paragraph 251(5)(b)) 
related to the vendor immediately before the se- 
ries of transactions commenced; 


(b) a partnership of which neither the vendor nor 
a person who was (otherwise than by virtue of a 
right referred to in paragraph 251(5)(b)) related 
to the vendor immediately before the series com- 
menced was a majority. interest partner (within 
the meaning assigned by subsection 97(3.1)) im- 
mediately before the series commenced; or 


(c) where the vendor is a partnership, a person 
who was neither 


(i) a majority interest partner (within the 
meaning assigned by subsection 97(3.1)) of 
the partnership immediately before the. series 
commenced, nor 


(ii) a person who was (otherwise than by vir- 
tue of a right referred to in paragraph 
251(5)(b)) related to a person described in 
subparagraph (i) immediately before the series 
commenced. 
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Related Provisions: 69(12.1), (12.2) — Application; 251 - _ 
Arm’s length. 


Pre-RSC History: Subsec. 69(12) added by 1987, c. 46, s. 24, 
applicable with respect to property disposed of after January 15, 
1987 except where the person or partnership disposing of the prop- 
erty after that date was obliged on that date to dispose of it pursuant 
to an agreement in writing entered into on or before that date or 
where the person or partnership disposed of the property as part of a 
series of transactions that commenced on or before that date. See 
“Interpretation” under subsec. 69(11). 


Interpretation Bulletins: See list at end of s. 69. 


(12.1) Application of subsecs. (11) and (12) — 
Subsections (11) and (12) are applicable, with respect 
to property disposed of after January 15, 1987 except 
where the person or partnership disposing of the 
property after that date was obliged on that date to 
dispose of it pursuant to an agreement in writing en- 
tered into on or before that date or where the person 
or partnership disposed of the property as part of a 
series of transactions that commenced on or before 
that date. 


(12.2) Obligation to acquire property, etc. — 
For the purposes of subsection (12.1), a person shall 
be considered not to be obliged either to acquire or 
dispose of property if the person may be excused 
from performing the obligation as a result of changes 
to this Act affecting acquisitions or dispositions of 
property 


Origin of subsecs. 69(12.1), (12.2): R.S.C. 1985, c. 1 (Sth 
Supp.). This was formerly an application rule in 1987; c.46, s. 24. 


(13) Amalgamation or merger — Where there 
has been an amalgamation or merger of a corpora- 
tion with one or more other corporations to form one 
corporate entity (in this subsection referred to as the 
“new corporation’’), each property of the corporation 
that became property of the new corporation as a re- 
sult of the amalgamation or merger shall be deemed, 
for the purpose of determining whether subsection 
(11) is applicable in respect of the amalgamation or 
merger, to have been disposed of by the corporation 
immediately before the amalgamation or merger for 
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proceeds of disposition equal to 
(a) in the case of a Canadian resource property or 
a foreign resource property, nil; and 
(b) [Repealed] : 
(c) in the case of any other property, the cost 


amount to the corporation of the property imme- 
diately before the amalgamation or merger. 


Related Provisions: 87(2)(e) — Rules. applicable — capital 
property. 

History: Para. 69(13)(b) repealed yk 1994, om oe Sch. VIII (1993, c. 
24), subsec..27(2), applicable:to an amalgamation or merger of a 
corporation occurring after the beginning of its first taxation year 
beginning after June 1988. Para. (b) formerly read: 


(b) in the case of eligible capital property, an amount equal to 
‘/3 of the cost amount to the corporation of the property. imme- 
diately before the amalgamation or merger; and 


Pre-RSC History: Para. 69(13)(b) amended. by 1988, c. 55, sub- 
sec. 48(3), to substitute “eligible capital property” for “any eligible 
capital property” and ‘““/; of the cost amount” for “twice the cost 
amount”, applicable with respect to an amalgamation or merger of a 
corporation occurring after the commencement of its first taxation 
year commencing after June 1988. 


Subsec. 69(13) added by 1987, c. 46, s. 24, ice can NN with respect 
to amalgamations and mergers occurring after January 15, 1987. 

Definitions [s. 69]: “amount” — 248(1); “affiliated” — 251.1; 
“business” — 248(1); “Canada” — 255; “Canadian resource prop- 
erty” — 66(15), 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “eligible capital property” — 54, 248(1); “foreign resource 
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property” — 66(15), 248(1); “non-resident”, “oil, or gas well’, “per- 
son’, “prescribed” — 248(1); “proceeds, of disposition” — 54 [tech- 


_nically.does not apply to s. 69]; ‘property” — 248(1);. “prov- 
_ ince” — Interpretation Act 35(1); 


“series, of transactions. or 
events” — 248(10); “shareholder” — 248(1); “specified person” — 
69(12); “substituted, property”? — 248(5); “tax payable” — 248(2); 
“taxable. income” — 2(2), 248(1);. “taxable income earned in;Can- 
ada” — 115(1), 248(1); “taxation year” — 11(2), 249; .“tax- 
payer” — 248(1). 

Interpretation Bulletins [s. 69]: IT-169: Price. adjustment 
clauses; IT-209R: Inter vivos gifts of capital property to individuals 
directly or through trusts; IT-268R4: Inter vivos transfer. of farm 
property to child; IT-490: Barter transactions. 


70. (1) Death of a taxpayer —AIn computing the 
income of a taxpayer for the taxation year in which 
the taxpayer died, 


(a) an amount of interest, rent, is tactd annuity 
(other than an amount with respect to an interest 
in an annuity contract to which paragraph 
148(2)(b) applies), remuneration from an office 
or employment, or other amount payable periodi- 
cally, that was not*paid before the taxpayer’s 
death, shall be deemed to have accrued in equal 
daily amounts in the period for or in respect of 
which the amount was payable, and the value of 
the portion thereof so deemed to have accrued to 
the day of death shall be included in computing 
the taxpayer’s income for the year in which the 
taxpayer died; and 


(b) paragraph 12(1)(t). shall be. read as follows: 


“(t) the amount deducted under subsection 
'127(5) or (6) incomputing ‘the: taxpayer’s 
tax payable for the year or a preceding taxa- 
tion year to the extent that it was not in- 
cluded in computing the taxpayer’s income 
fora preceding taxation year under this par- 
agraph or is not included in an amount deter- 
mined under paragraph’ 13(7.1)(e) or 
‘37(1)(e) or subparagraph 53(2)(c)(vi) or 
(h)(ii) or for I ‘in the definition “‘un- 
depreciated capital cost”. in subsection 
13(21) or L in the definition “cumulative 
Canadian ea expense” in subsection 
66.1(6);” 
Related Provisions: 7(1)(e) — Stock option benefit where em- 
ployee has died; 28(1) — Farming or fishing business; 61.2 — De- 
duction of debt forgiveness reserve for year of death; 70(5) — Capi- 
tal property of deceased; 80(2)(p), (q) — Debt forgiveness rules — 
debt obligation settled by estate; 146(8.8) — RRSP — effect of 
death; 146.01(6) — RRSP Home Buyers’ Plan — income inclu- 
sions; 146.3(6) — RRIF — effect of death; 147.2(6) — Additional 
deductible pension contributions for year. of death; 148.1(2)(b)@) — 
No tax on provision of funeral or cemetary services from eligible 
funeral arrangement; 164(6) — Election by executor to carry back 
losses of estate to year of death. 


Pre-RSC History: Subsec. 70(1) substituted by 1988, c. 55, sub- 
sec. 49(1),' applicable after 1987. Subsec. 70(1) formerly read: 


70. (1) Death of.a taxpayer —In computing the income of 
a taxpayer for the taxation year in which he-died, an amount 
of interest, rent, royalty, annuity (other than’an amount with 
respect to},an interest in an annuity contract to which para- 
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graph 148(2)(b) applies), remuneration from an office or em- 
ployment, or other amount payable periodically, that was not 
paid before his death, shall be deemed to have accrued in 
equal daily amounts in the period for or in respect of which 
the amount was payable, and the value of the portion thereof 
so deemed to have accrued to the day of death shall be’ in- 
cluded in computing the taxpayer’s income for the year in 
which he died. 


Subsec. 70(1) substituted by 1980-81-82-83, c. 140, subsec. 39(1), 
applicable after November 12, 1981. Subsec. 70(1) formerly read: 


70. (1) In computing the income of a taxpayer for the taxation 
year in which he died, an amount of interest, rent, royalty, 
annuity, remuneration from an office or employment, or other 
amount payable periodically, that was not paid before his 
death, shall be deemed to have accrued in equal daily 
amounts in the period for or in respect of which the amount 
was payable, and the value of the portion thereof so deemed 
to have accrued to the day of death shall be included in com- 
puting the taxpayer’s income for the year in which he died 


Interpretation Bulletins: IT-210R2: Income of deceased per- 
sons — periodic payments and investment tax credit; IT-212R3: In- 
come of deceased persons — rights or things; IT-234: Income of de- 
ceased persons — farm crops; IT-396R: Interest income; IT-410R: 
Debt obligations — accrued interest on transfer. 


(2) Amounts receivable — Where a taxpayer 
who has died had at the time of death rights or things 
(other than any capital property or any amount in- 
cluded in computing the taxpayer’s income by virtue 
of subsection (1)), the amount of which when real- 
ized or disposed of would have been included in 
computing the taxpayer’s income, the value thereof 
at the time of death shall be included in computing 
the taxpayer’s income for the taxation year in which 
the taxpayer died, unless the taxpayer’s legal repre- 
sentative has, not later than the day that is one year 
after the date of death of the taxpayer or the day that 
is 90 days after the mailing of any notice of assess- 
ment in respect of the tax of the taxpayer for the year 
of death, whichever is the later day, elected other- 
wise, in which case the legal representative shall file 
a separate return of income for the year under this 
Part and pay the tax for the year under this Part as if 


(a) the taxpayer were another person; 


(b) that other person’s only income for the year 
were the value of the rights or things; and 


(c) subject to sections 114.2 and 118.93, that 
other person were entitled to the deductions to 
which the taxpayer was entitled under sections 
110, 118 to 118.7 and 118.9 for the year in com- 
puting the taxpayer’s taxable income or tax paya- 
ble under this Part, as the case may be, for the 
year. 


Related Provisions: 28(1) — Farming or fishing business; 
53(1)(e)(v) — Adjustments to cost base; 60(t) —- Deductions — 
amount included under 70(2); 70(3) — Rights or things transferred 
to beneficiaries; 70(4) — Revocation of election; 110.4(5) — Ex- 
ception; 114.2 — Deductions in separate returns; 118.93 — Credits 
in separate returns; 120.2(4)(a) — No minimum tax carryover on 
special return; 127.1(1)(a) — No refundable investment tax credit 
on special return; 127.55 — Minimum tax not applicable; 159(5) — 
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Election where certain provisions applicable. 


Pre-RSC History: Para. 70(2)(c) substituted by 1988, c. 55, sub- 
sec. 49(2), applicable to 1988 et seg. Para. 70(2)(c) formerly read: 


(c) subject to section 114.2, that other person were entitled to 
the deductions to which the taxpayer was entitled under sec- 
tions 109 to 110.2 for the year in computing his taxable in- 
come for the year. 


All that portion of subsec. 70(2) preceding para. (a) Aiwitvandd by 
1986, c. 6, subsec. 33(1), applicable to 1986 et seq., to delete refer- 
ence to “indexed security” located after “other than any capital 


property”. 
Subsec. 70(2) substituted by 1985, c. 45, subsec. 33(1), applicable 
to 1985 et seg. Subsec. 70(2) formerly read: 


(2) Amounts receivable — Where a taxpayer who has died 
had at the time of his death rights or things (other than any 
capital property, indexed security or any amount included in 
computing his’income by virtue of subsection (1)), the 
amount whereof when realized or disposed of would have 
been included in computing his income, the value thereof at 
the time of death shall be included in computing the tax- 
payer’s income for the taxation year in which he died, except 
that where his legal representative has, within one year from 
the date of death of the taxpayer or within 90 days after the 
mailing of any notice of assessment in respect of the tax of 
the taxpayer for the year of death, whichever is the later day, 
so elected, a separate return of the value shall be filed and tax 
thereon shall be paid under this Part for the taxation year in 
which the taxpayer died as if he had been another person enti- 
tled to the deductions to which he was entitled under section 
109 for that year. 


Subsec. 70(2), substituted by 1984, c. 1, subsec. 32(1), applicable 
with respect to deaths occurring after September 30, 1983, to add 
“indexed security”. ' 


Interpretation Bulletins: IT-210R2: Income of deceased per- 
sons — periodic payments and investment tax credit; IT-212R3: In- 
come of deceased persons — rights or things; IT-234: Farm crops; 
IT-278R2: Death of a partner or of a retired person; IT-326R3: Re- 
turns of deceased persons as “another person”; IT-337R2: Retiring 
allowances; IT-382: Debts bequeathed or forgiven on death; IT- 
427R: Livestock of farmers; IT-457R: Election by professionals to 
exclude work in progress from income; IT-502: Employee benefit 
plans and employee trusts. 


(3) Rights or things transferred to benefi- 
Ciaries — Where before the time for making an 
election under subsection (2) has expired, a right or 
thing to which that subsection would otherwise ap- 
ply has been transferred or distributed to benefi- 
ciaries or other persons beneficially interested in the 
estate or trust, 


(a) subsection (2) is not applicable to that right or 
thing; and 

(b) an amount received by one of the benefi- 
ciaries or other such persons on the realization or 
disposition of the right or thing shall be included 
in computing the taxpayer’s income for the taxa- 
tion year in which the taxpayer received it. 
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Related Provisions: 44(3) — Where subsec. 70(3) not:to apply; 


69(1.1) — Property to which subsec. 70(3). applies;.70(3.1) 
Exception. 

Selected Cases [subsec. 70(3)]: Tory. Estate (Montreal Trust 
Co.) v. MNR, [(1976].C.T.C. 415 (SCC). (Transfer of deceased’s ac- 
counts receivable by estate to beneficiary taxable to estate in 
amount exceeding beneficiary’s interest). 


Interpretation Bulletins: IT-210R2: Income. of deceased _per- 
sons — periodic payments and investment tax credit; IT-212R3: In- 
come of deceased. persons — rights. or, things; IT-278R2: Death of a 
partner or of a retired partner; IT-427R: Livestock of farmers. 


(3.1) Exception — For the purposes of this section, 
“rights or things” do not include an interest in a life 
insurance policy (other than an annuity contract of a 
taxpayer where the payment therefor was deductible 
in computing the taxpayer’s income because of para- 
graph 60(1) or was made in circumstances in which 
subsection 146(21) applied), eligible capital prop- 
erty, land included in the inventory of a business, a 
Canadian resource property or a foreign resource 
property. 

History: Subsec, 70(3.1) substituted by 1994, c, 21; subsec. 33(1), 
applicable to 1992 et seg. That subsec. formerly read: 

- (3.1) Exception'— For the purposes of this section, “rights 
or things”’ do. not include an interest in-a life insurance policy 
(other than an annuity contract of a taxpayer where the pay- 
ment therefor was deductible in computing the taxpayer’s in- 
come by virtue of paragraph 60(1)), eligible capital property, 
land included in the inventory of a business, aCanadian re- 
source property or a foreign resource property. 


Pre-RSC History: Subsec..70(3.1) amended by 1985,.c. 45, sub- 
sec, 33(2), applicable to taxation years commencing after 1984, to 
substitute “a Canadian resource property or.a foreign resource prop- 
erty” for “or a property described in any of paragraphs 59(2)(a) to 
(e)": 

Subsec. 70(3.1) substituted by 1980-81-82-83, c. 140, subsec. 39(2), 
applicable after November 12, 1981. Subsec. 70(3.1) formerly read: 


(3.1) For the purposes of this section, “rights or things” do 
not include eligible capital property, land included in the in- 
ventory of a business or a property described in any of 
paragraphs 59(2)(a) to(e). 


Subsec. 70(3.1) added by 1974-75-76, c. 26, subsec. 38(1), applica- 
ble where the death of the taxpayer referred:to occurred after May 6, 
1974. 


Interpretation Bulletins: IT-212R3; Income. of deceased per- 


sons —rights or things; IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died. 


(4) Revocation of ER lp — An marion made 
under subsection (2) may, be revoked by, a notice of 
revocation signed by the legal representative of the 
taxpayer and filed with the Minister within the time 
that an election under that subsection may be made. 


Interpretation Bulletins: [T-212R3: Income of deceased _ per- 
sons — rights or things. 


(5) Capital property of a deceased tax- 
Raye — Where in a taxation year a taxpayer dies, 


(a) the taxpayer shall be deemed to have, imme- 
diately before the taxpayer’s death, disposed of 

each capital property of the taxpayer and received 
proceeds of disposition therefor equal to the fair 
market value of the property immediately before 
the death; 


(b) any person who as ‘a consequence of the tax- 
payer’s death acquires any property that is 
deemed by paragraph (a) to have, been disposed 
of by the taxpayer shall be:deemed to have ac- 
quired it at the time of the death at a cost equal to 
its fair market value immediately before the 
death; — 


(c) where any depreciable: property of the. tax- 
payer of a prescribed class that is deemed by par- 
agraph (a) to have been disposed of is acquired 
‘by any person as a consequence of the taxpayer’s 
death (other than where the taxpayer’s proceeds 
of disposition of the property under paragraph (a) 
-are redetermined. under subsection 13(21.1)) and 
the amount that was the capital cost to the tax- 
payer of the property exceeds the amount deter- 
mined under paragraph (b) to be the cost to the 
person thereof, for the purposes of sections 13 
and 20 and any regulations made for the purpose 
of paragraph 20(1)(a), 
(i) the capital cost to the person of the prop- 
erty shall be deemed to be the amount that 
was the capital cost to the taxpayer of the 
property, and 


(ii) the excess shall be deemed to have been 
allowed to the person in respect of the prop- 
erty under regulations made for the purpose of 
paragraph 20(1)(a).in computing income for 
taxation years that ended before the person ac- 
quired the property; and 
(d) where a property of the taxpayer that was 
deemed by paragraph (a) to have been disposed 
of is acquired by any person as a consequence of 
the taxpayer’s death and the taxpayer’s proceeds 
of disposition of the property under paragraph (a) 
are redetermined under subsection 13(21.1), not- 
withstanding paragraph, (b), 
(i) where the property was depreciable prop- 
»». erty of a prescribed class and the amount that 
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was the capital cost to the taxpayer of the 
property exceeds the amount so redetermined 
under subsection 13(21.1), for the purposes of 
sections 13 and 20 and any regulations made 
for the purpose of paragraph 20(1)(a), 


(A) its capital cost to the person shall be 
deemed to be the amount that was its capi- 
tal cost to the taxpayer, and 


(B) the excess shall be deemed to have 
been allowed to the person in respect of 
the property under regulations made for 
the purpose of paragraph 20(1)(a) in com- 
puting income for taxation years that en- 
ded before the person acquired the prop- 
erty, and . 


(11) where the property is land (other than land 
to which subparagraph (i) applies), its cost to 
the person shall be deemed to be the amount 
that was the taxpayer’s proceeds of disposi- 
tion of the land as redetermined under subsec- 
tion 13(21.1). 


Related Provisions: 43.1(2) —Life estates in real property; 
44(2) — Exchanges of property; 53(4) — Effect on adjusted cost 
base of share, partnership interest or trust interest; 54“superficial 
loss” (c) — Superficial loss rule does not apply; 70(5.3) — Fair mar- 
ket value; 70(6) — Where transfer or distribution to spouse or trust; 
70(6.2) — Election; 70(9) — Transfer of farm property to tax- 
payer’s child; 70(9.2) — Transfer of family farm corporations and 
partnerships; 70(12) — Capital cost of certain depreciable property; 
70(13) — Order of disposal of depreciable property; 80(2)(p), 
(q) — Debt forgiveness rules — debt obligation settled by estate; 
110.6(14)(g) — Related persons, etc.; 143.1(4) — Death of benefi- 
ciary; 159(5) — Election where certain provisions applicable; 
164(6) — Election by executor to carry back losses of estate to year 
of death; 248(8) — Occurrences as a consequence of death; 
256(7)(a)(i)(D) — Control of corporation deemed not acquired; 
Canada-U.S. tax treaty, Art. XXIX B:6, 7 — Credit for U.S..estate 
taxes. 


History: Paras. 70(5)(a) to (c) substituted, and para. (d) added, by 
1994, c. 21, subsec. 33(2), applicable to dispositions and acquisi- 
tions occurring after 1992. Paras. (a) to (c) formerly read: 


(a) the taxpayer shall be deemed to have disposed, immedi- 
ately before death, of each property that was at that time a 
capital property of the taxpayer and to have received proceeds 
of disposition therefor equal to the fair market value of the 
property at that time; 


(b) any person who as a-consequence.of the death acquires 
any property that.is deemed by paragraph (a) to have been 
disposed of by the taxpayer at any time shall be deemed to 
have acquired it immediately after that time at a cost equal to 
its fair market value at that time; and 


(c) where any depreciable property of the taxpayer of a pre- 
scribed class that is deemed by paragraph (a) to have been 
disposed of is acquired by any person‘as a consequence of the 
death and the amount that was the capital cost to the taxpayer 
of that property exceeds the amount determined under para- 
graph (b) to be the cost to that person thereof, for the pur- 
poses of sections 13 and 20 and any regulations made for the 
purpose of paragraph 20(1)(a), 


(i) the capital cost to that person of the property shall be 
deemed to be the amount that was the capital cost to the 
taxpayer of the property, and 


(ii) the excess shall be deemed to have been allowed to 
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that person in respect of the property under regulations 
made for the purpose of paragraph 20(1)(a) in computing 
income for the taxation years ending before the person 
acquired the property. 


Subsec. 70(5) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 28(1), applicable to dispositions occurring after 1992. Subsec. 
(5) formerly read: ; 


(5) Depreciable and other capital property of deceased 
taxpayer — Where in a taxation year a taxpayer has died, the 
following rules apply: 


(a) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer’s death, of each property 
owned by the taxpayer at that time that was a capital 
property of the taxpayer (other than depreciable property 
of a prescribed class) and to have received proceeds of 
disposition therefor equal to the fair market value of the 
property at that time; 


(b) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer’s death, of all depreciable 
property of a prescribed class owned by the taxpayer at 
that time and to have received proceeds of disposition 
therefor equal to, 


(i) where the fair market value of that property at that 
time exceeds the undepreciated capital cost thereof to 
the taxpayer at that time, the amount of that un- 
depreciated capital cost plus '/2 of the amount of the 
excess, and 


(ii) in any other case, the fair market value of that 
property at that time plus '/2 of the amount, if any, by 
which the undepreciated capital cost thereof to the 
taxpayer at that time exceeds that fair market value; 


(c) any person who, as a consequence of the death of the 
taxpayer, has acquired any particular capital property of 
the taxpayer (other than depreciable property of a pre- 
scribed class) that is deemed by paragraph (a) to have 
been disposed of by the taxpayer at any time shall be 
deemed to have acquired it immediately after that time at 
a cost equal to its fair market value immediately before 
the death of the taxpayer; 


(d) any person who, as a consequence of the death of the 
taxpayer, has acquired any particular depreciable prop- 
erty of the taxpayer of a prescribed class that is deemed 
by paragraph (b) to have been disposed of by the tax- 
payer at any time shall be deemed to have acquired it im- 
mediately after that time at a cost equal to that proportion 
of the proceeds of disposition of all depreciable property 
of that class deemed by paragraph (b) to have been re- 
ceived by the taxpayer that the fair market value immedi- 
ately before the death of the taxpayer of the particular 
property is of the fair market value at that time of all of 
that property of that class; and 


(e) where any depreciable property of the taxpayer of a 
prescribed class that is deemed by paragraph (b) to have 
been disposed of by the taxpayer has been acquired by 
any person as a consequence of the death of the taxpayer 
and the amount that was the capital cost to the taxpayer 
of that property exceeds the amount determined under 
paragraph (d) to be the cost to that person thereof, for the 
purposes of sections 13 and 20 and any regulations made 
under paragraph 20(1)(a), 


(i) the capital cost to that person of the property shall 
be deemed to be the amount that was the capital cost 
to the taxpayer of the property, and 


(ii) the excess shall be deemed to have been allowed 
to that person in respect of the property under regula- 
tions made under paragraph 20(1)(a) in computing 


544 


Subdiv. f — Rules re Computation of Income 


income for taxation years before the acquisition by 
that person of the property. 


Pre-RSC History: Paras. 70(5)(c) to (e) amended by 1985, c. 45, 
subsec. 33(3), applicable with respect to transfers, distributions and 
acquisitions occurring after 1981, to substitute in each paragraph 
“as a consequence of the death of the taxpayer” for “by virtue. of the 
death of the taxpayer”. 

All that portion of subsec..70(5) preceding para.,.(e) substituted by 
1973-74, c. 14, subsec. 19(1), applicable to 1972 et seq. 


Selected Cases [Subsec. 70(5)]: Greenwood Estate v. Canada, 
[1991] 1 C.T.C. 47 (FCTD); appealed to FCA (April 29, 1991), File 
A-371-91 (Agreement between sons and father to purchase shares 
on death prevents shares from vesting indefeasibly in spousal trust); 
Gladden Estate v. The Queen, [1985] 1 C.T.C. 163 (FCTD) (Capital 
gain from deemed disposition of shares in Canadian companies ex- 
empt as “sale or exchange” of capital assets under Canada-U.S. Tax 
Treaty); Pappas Estate v. The Queen, [1981] C.T.C. 266 (FCTD) 
(Vacancies factored into value of rental property); The Queen v. 
Mastronardi Estate, [1977] C.T.C, 355 (FCA) (Insurance payable to 
company on death of shareholder not relevant to value of shares 
“immediately before his death”); Katz Estate v. The Queen, [1976] 
C.T.C. 633 (FCTD) (Deemed disposition is for purposes oi both 
capital gain and recapture of capital cost allowance). 


1.T. Application Rules: 20(1.2) (where depreciable property 
owned since before 1972 is transferred on death). 


Interpretation Bulletins: IT-140R3: Buy-sell agreements; IT- 
242R: Retired partners; IT-217R: Depreciable property owned on 
December 31, 1971; IT-259R2: Exchanges of property; IT-278R2: 
Death of a partner or of a retired partner; IT-288R2: Gifts of capital 
properties to a charity and others; IT-305R4: Testamentary spouse 
trusts; IT-325R2: Property transfers after separation, divorce and 
annulment; IT-382: Debts bequeathed or forgiven on death, IT- 
349R3: Intergenerational transfers of farm property ‘on death; IT- 
416R3: Valuation of shares of a corporation receiving life insurance 
proceeds on death of a shareholder;-IT-504R2: Visual artists and 
writers; IT-522R: Vehicle, travel and sales expenses of employees. 


Information Circulars: 89-3: Policy statement on business equity 
valuations, 


Forms: T2086: Capital dispositions supplementary schedule — de- 
preciable property upon the death of a taxpayer. 


(5.1) Eligible capital property of deceased — 
Notwithstanding subsection 24(1), where at any time 
a taxpayer dies and any person (in this subsection re- 
ferred to as the beneficiary), as a consequence of the 
taxpayer’s death, acquires an eligible capital prop- 
erty of the taxpayer in respect of a business carried 
on by the taxpayer immediately before that time 
(otherwise than by way of a distribution of property 
by a trust that claimed a deduction under paragraph 
20(1)(b) in respect of the property or in circum- 
stances to which subsection 24(2) applies), 
(a) the taxpayer shall be deemed to have disposed 
of the property, immediately :before the tax- 
payer’s death, for proceeds equal to 4/3 of that 
proportion of the cumulative eligible capital of 
the taxpayer in respect of the business that the 
fair market value immediately before that time of 
the property is of the fair market value 1mmedi- 
ately before that time of all of the eligible capital 
property of the taxpayer in respect of the 
business; 
- (b) subject to paragraph (c), the beneficiary shall 
be deemed to have acquired a capital property at 


S. 70(5.1) 


the time of the taxpayer’s death at a cost equal to 
the proceeds referred to in paragraph (a); 


(c) where the beneficiary continues to carry on 

the business previously carried on by the tax- 

payer, the beneficiary shall be deemed to have, at 

the time of the taxpayer’s death, acquired an eli- 

gible capital property and made an eligible capi- 

tal property expenditure at a cost equal to the to- 
— tal of 


(i) the proceeds referred to in paragraph (a), 
and 


- (ii) “3 of that proportion of the amount, if any, 
determined for F in the definition “cumulative 
eligible capital” in subsection 14(5) in respect 
of the business of the taxpayer at that time 
that the fair market value immediately before 
that time of the particular property is of the 
fair market value immediately before that time 
of all eligible capital property of the taxpayer 

in respect of the business, 


and, for the purposes of determining at any time 
the beneficiary’s cumulative eligible capital in re- 
spect of the business, an amount equal to */s of the 
amount determined under subparagraph (ii) shall 
be added to the amount otherwise determined, in 
tespect of the business, for P in the definition 
“cumulative eligible capital” in subsection 14(5); 
and 


(d) for the purposes of determining, after that 
time, 


(i) the amount deemed by subparagraph 
14(1)(a)(v) to be the beneficiary’s taxable 
capital gain, and 


(ii) the amount to be included under subpara- 
graph 14(1)(a)(v) or paragraph 14(1)(b) in 
computing the beneficiary’s income 


in respect of any subsequent disposition of the 
property of the business, there shall be added to 
the amount determined for Q in the definition 
“cumulative eligible capital” in [subsection] 
14(5) the amount determined by the formula 


Ae 
C 


where 


‘A is the amount, if any, determined for Q in that 
definition in respect of the business of the tax- 
payer immediately before that time, 


B. is the fair market value immediately before 
that time of the particular property, and 


C. is. the faitmarket value immediately before 
that time of all eligible capital property of the 

- taxpayer in respect of the business. 
Related Provisions: 14(1) — Inclusion in income from business; 
24(1) — Ceasing to carry on business; 24(2) — Where business car- 
ried on by spouse or controlled corporation; 110.6(1)“qualified farm 
property”(d)(ii) — “qualified farm property”; 248(8) — Occur- 
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rences as a consequence of death; 252(4) — Extended meaning of 
“spouse”. 


History: Subpara. 70(5.1)(d)(ii) amended by 1995, c. 3, s. 18, ap- 
plicable to dispositions and acquisitions that occur after February 
22, 1994. Subpara. (ii) formerly read: 


(ii) the amount to be included under paragraph 14(1)(b) in 
computing the beneficiary’s income 


Para. 70(5.1)(b) and the opening words of para. (c) substituted by 
1994, c. 21, subsec. 33(3) and (4), applicable to dispositions and 
acquisitions occurring after 1992. Para. (b) and the opening words 
of para. (c) formerly read: 


(b) subject to paragraph (c), the beneficiary shall be deemed 
to have acquired a capital property, immediately after the 
death of the taxpayer, at a cost equal to the proceeds referred 
to in paragraph (a); 


(c) where the beneficiary continues to carry on the business 
previously carried-on by the taxpayer, the beneficiary shall be 
deemed to have acquired an eligible capital property and to 
have made an eligible capital expenditure at a cost equal to 
the total of 


Para. 70(5.1)(d) added by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 28(2), applicable to acquisitions occurring as a consequence of 
the death of a taxpayer after the beginning of the first fiscal period 
of the taxpayer’s business beginning after 1987. 


Subsec. 70(5.1) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 48(1), applicable to acquisitions occurring as a consequence of 
the death of a taxpayer after the beginning of the first fiscal period 
of the taxpayer’s business beginning after 1987, except that in ap- 
plying the subsec. in respect of acquisitions occurring before July 
13, 1990 the subsec. shall be read without reference to “(otherwise 
than under a distribution of property by a trust that has claimed a 
deduction under paragraph 20(1)(b) in respect of the property or in 
circumstances to which subsection 24(2) applies)”. Subsec. 70(5.1) 
formerly read: 


(5.1) Eligible capital property of deceased — Notwith- 
standing subsection 24(1), where in a taxation year a taxpayer 
has died and any person (other than a spouse or corporation to 
whom subsection 24(2) applies), as a consequence of the 
death of the taxpayer, has acquired any particular eligible 
capital property of the taxpayer, the following rules apply: 


(a) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer’s death, of the property and to 
have received proceeds of disposition therefor in respect 
of a business carried on by the taxpayer equal to */; of the 
cumulative eligible capital in respect of the business at 
that time; and 


(b) the person who has so acquired the property shall be 
deemed to have acquired a capital property, immediately 
after the death of the taxpayer, at a cost equal to the pro- 
ceeds of disposition referred to in paragraph (a), except 
that, where the person continues to carry on the business 
previously carried on by the taxpayer, the person shall be 
deemed to have acquired an eligible capital property and 
to have made an eligible capital expenditure at a cost 
equal to the total of 


(1) the proceeds of disposition referred to in para- 
graph (a), and 


(ii) the amount, if any, determined for F in the defini- 
tion “cumulative eligible capital” in subsection 14(5) 
in respect of the business of the taxpayer at that time 


and, for the purposes of determining at any time the per- 
son’s cumulative eligible capital in respect of the busi- 
ness, an amount equal to the amount determined under 
subparagraph (11) shall be added to the amount otherwise 
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determined for P in that definition. 


Pre-RSC History: Para. 70(5.1)(a) amended to substitute “4/s of” 
for “two times”, and para. (b) substituted by 1988, c. 55, subsec. 
49(3), applicable with respect to acquisitions occurring as a conse- 
quence of the death of a taxpayer after the commencement of the 
first fiscal period of the taxpayer’s business commencing after 
1987. Para. 70(5.1)(b) formerly read: 


(b) the person’ who has so acquired the property shall be 
deemed to have acquired a capital property, immediately after 
the death of the taxpayer, at a cost equal to the proceeds of 
disposition referred to in paragraph (a) except that, where the 
person continues to carry on the business previously carried 
on by the taxpayer, the person shall be deemed to have ac- 
quired an eligible capital property (within the meaning of par- 
agraph 54(d)) and to have made an eligible capital expendi- 
ture (within the meaning of paragraph 14(5)(b)) at a cost 
equal to those proceeds. 


All that portion of subsec. 70(5.1) preceding para. (a) amended by 
1985, c. 45, subsec. 33(4), applicable with respect to transfers, dis- 
tributions and acquisitions occurring after 1981, to substitute “as a 
consequence of the death of the taxpayer” for “by virtue of the 
death of the taxpayer” and to substitute the heading “Eligible capital 
property of deceased” for “Eligible capital property of deceased 
taxpayer’. . 
Subsec. 70(5.1) added by 1974-75-76, c. 26, subsec. 38(2), applica- 
ble where the death of the taxpayer referred to occurred after May 6, 
1974. 


Interpretation Bulletins: IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died. 


(5.2) Resource’ properties and_ land 
inventories of a deceased taxpayer — Where 
in a taxation year a taxpayer dies, 


(a) for the purposes of subsection 59(1), para- 
graph (a) of the description of F in the definition 
“cumulative Canadian development expense” in 
subsection 66.2(5) and paragraph (a) of the 
description of F in the definition “cumulative Ca- 

~ nadian oil and gas property expense” in subsec- 
tion 66.4(5), the taxpayer shall be deemed. to 
have, immediately before. the taxpayer’s death, 
disposed of each Canadian resource property and 
foreign resource property of the taxpayer and re- 
ceived proceeds of disposition therefor equal to 
its fair market value immediately before the 
death; ry 


(b) notwithstanding paragraph (a), where the tax- 
payer was resident in Canada immediately before 
the taxpayer’s death, any Canadian resource 
property or foreign resource property of the tax- 
payer that is, on or after the death and as a conse- 
quence of the death, transferred or distributed to a 
spouse of the taxpayer described in paragraph 
_(6)(a) or a trust described in paragraph (6)(b) and 
it can be shown within the period ending 36 
' months after the death or, where written applica- 
tion therefor has been made to the Minister by the 
taxpayer’s legal representative within that period, 
within such longer period as the Minister consid- 
ers reasonable in the circumstances, that the prop- 
erty vested indefeasibly in the spouse or trust, as 
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Meaning of “vested indefeasibly”. 


: : History: Subsec. 70(5.2) substituted by 1994, c. 21, subsec. 33(5), 
(i) the taxpayer shall be deemed to have, im- applicable to dispositions and acquisitions occurring after 1992. 


mediately before the death, disposed of the | That subsec. formerly read: 
property and received proceeds of disposition 
therefor equal to such amount as is specified 
by the, taxpayer’s legal representative in the 


the case may be, 


(5.2) Resource properties and land inventories of 
deceased taxpayer — Where in a taxation year a bagpayer 
has. died; the following rules apply: 


return of income of the taxpayer filed under 
paragraph 150(1)(b), not exceeding its fair 
market value immediately before the death, 
and 


(ii) the spouse or trust, as the case may be, 
shall be deemed to have acquired the property 
at the time of the death at a cost equal to the 
amount included in the taxpayer’s income 
under subsection 59(1) or included in the 
amount determined under paragraph (a) of the 
description of F in the definition “cumulative 
Canadian development expense” in subsection 
66.2(5) or paragraph (a) of the description of 
F in the definition “cumulative Canadian oil 
and gas property expense’ in subsection 
66.4(5), as. the case may be, in respect of the 
property; 


(c) the taxpayer shall be deemed to have, imme- 
diately before the taxpayer’s death, disposed of 
each property that was land included in the inven- 
tory of a business of the taxpayer and received 
proceeds of disposition therefor equal to its fair 
market value immediately before the death; and 


(d) notwithstanding paragraph (c), where the tax- 
payer was resident in Canada immediately before 
the taxpayer’s death, any property that is land in- 
cluded in»the inventory of a business of the tax- 
payer is, on or after the death and as a conse- 
quence of the death, transferred or distributed to a 
spouse of the taxpayer described in paragraph 
(6)(a) or a trust described in paragraph (6)(b) and 
it can be shown within the period ending 36 
months after the death of the taxpayer or, where 
written application therefor has been made to the 
Minister by the taxpayer’s legal representative 
within that period,. within such longer period as 
the Minister considers reasonable in the circum- 
stances, that the property vested indefeasibly in 
the spouse or trust, as the case may be, 


(i) the taxpayer shall be deemed to have, im- 
mediately before the death, disposed of the 
land and received proceeds of disposition 
therefor equal to its cost amount to the tax- 
payer immediately before the death, and 


(11) the spouse or trust, as the case may be, 
shall be deemed to have acquired the property 
at the time of the death at a cost equal to those 
proceeds. 


(a) for the purposes of subsection 59(1), paragraph (a) of 


~ the description of F in the definition “cumulative Cana- 


dian development expense” in subsection 66.2(5) and 


“paragraph (a) of the description of F in the definition “cu 


mulative Canadian oil and gas property expense” in sub- 


* section 66.4(5), the, taxpayer shall be deemed’ to. have, 


immediately before the taxpayer’s death, disposed of 
each property owned by the taxpayer at that time that was 
a Canadian resource. property or a foreign resource prop- 
erty and to have received proceeds of disposition: therefor 
equal to its fair market value at that time; 


(b), (c) [Repealed under former Act] 


(d) notwithstanding paragraph (a); where any property of 
a taxpayer who was resident: in Canada immediately 
before the taxpayer’s death that is a Canadian resource 
property or foreign resource property has, on.or after the 
death of the taxpayer and as a consequence thereof, been 
transferred or distributed to the taxpayer’s spouse re- 
ferred to.in paragraph (6)(a).or a trust referred to in para- 


_ graph (6)(b), 1f it can be shown, within the period ending 


36 months after the death of the taxpayer or, where writ- 
ten application therefor has been made to the Minister by 
the taxpayer’s legal representative within .that period, 
within such longer period as the Minister considers rea- 
sonable in the circumstances, that the property has be- 
come vested indefeasibly in the spouse or trust, as the 
case may be, the following rules apply: 


(i) the taxpayer shall be deemed to have disposed of 
the property immediately before the taxpayer’s death 
and to have received proceeds of disposition therefor 
equal to such amount as is specified by the tax- 
payer’s legal representative in the return of income 
of the taxpayer referred to in paragraph 150(1)(b), 
not exceeding the fair market value of the property 
immediately before the taxpayer’s death, and 


(ii) the spouse or trust, as the case may be, shall be 
deemed to have acquired the property for an amount 
equal to the amount included in the taxpayer’s in- 
come by virtue of subsection 59(1) or included in the 
amount determined under paragraph (a) of the 
description of F in the definition “cumulative Cana- 
dian development expense” in subsection 66.2(5) or 

~ paragraph (a).of the description of F in the definition 
“cumulative Canadian oil and gas property expense” 
in subsection 66.4(5),.as the case may be, in.respect 
of the property; 


(e) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer’s death, of each property that 
was land included in the inventory of a business of the 
taxpayer and to have teceived proceeds of disposition 
therefor equal to the fair market value of the property at 
that time; and 


(f) notwithstanding paragraph (e), where any property of 
a taxpayer who was resident in Canada immediately 
before: the taxpayer’s death that is land included in the 
inventory of a business ‘has, on or after the taxpayer’s 
death and as a consequence thereof, been transferred or 


distributed to the taxpayer’s spouse referred to in para- 
graph (6)(a) or a trust referred to in paragraph (6)(b), if it 
can be shown within the period ending 36 months after 


Related Provisions: 104(4)(a)(i.1) — Deemed disposition of 
trust property; 159(5) — Election where certain provisions applica- 
ble; 248(8) — Occurrences as a consequence of death; 248(9.2) — 
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the death of the taxpayer or, where written application 
therefor has been made to the Minister by the taxpayer’s 
legal representative within that period, within such longer 
period as the Minister considers reasonable in the cir- 
cumstances, that the property has become vested indefea- 
sibly in the spouse or trust, as the case may be, the tax- 
payer shall be deemed to have disposed of the land 
immediately before the taxpayer’s death and to have re- 
ceived proceeds of disposition therefor equal to the cost 
amount thereof immediately before the taxpayer’s death 
and the spouse or trust, as the case may be, shall be 
deemed to. have acquired the property for .an, amount 
equal to those proceeds. 
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(ii) the spouse or trust, as the case may be, shall be 
deemed to have acquired the property for an amount 
equal to the amount included in the taxpayer’s income or 
included in the amount referred to in clause 
66.2(5)(b)(v)(A) or 66.4(5)(b)(v)(A), as the case may be, 
in respect of the property by virtue of subsection 59(1), 
(1.1), (1.2), (3) or (3.1), as the case may be, in respect of 
the deemed disposition by the taxpayer of the property; 
and : 


(111) in the case of a property of the taxpayer to which 
subsection 59(3) or (3.1) applies, when the spouse or 
trust, as the case may be, subsequently disposes of the 
property or any right or interest therein, that spouse or 


Pre-RSC History: Subsec. 70(5.2) amended by 1985, c. 45, sub- 
secs. 33(5)-(7), to substitute para. 70(5.2)(a) and repeal para. 
70(5.2)(b), applicable with respect to deaths occurring in taxation 
years commencing after 1984, and to substitute paras. 70(5.2)(d) 
and (f) applicable 


trust, as the case may be, shall be deemed to have owned 
the property on December 31, 1971 and thereafter with- 
out mterruption until that disposition; 


(f) notwithstanding paragraph (e), where any property of a 
taxpayer who was resident in Canada immediately before his 
death that is land included in the inventory of a business has, 
on or after his death and as a consequence thereof, been trans- 
ferred or distributed to his spouse referred to in paragraph 
(6)(a) or a trust referred to in paragraph (6)(b), if the property 
can, within 15 months after the death of the taxpayer or such 
longer period as is reasonable in the circumstances, be estab- 
lished to have become vested indefeasibly in the spouse or 
trust, as the case may be, not later than 15 months after the 
death of the taxpayer, the taxpayer shall be deemed to have 
disposed of the land immediately’ before his death and re- 
ceived proceeds of disposition therefor equal to the cost 
amount thereof immediately before his death, and the spouse 
or trust, as the case may be, shall be: deemed to have acquired 
the property for an amount equal to those proceeds. 


Para. 70(5.2)(a) and subpara. 70(5.2)(d)(11) substituted by 1980-81- 
82-83, c. 48, subsecs. 38(1), (2), applicable to taxation years ending 
after December 11, 1979. Para. 70(5.2)(a) and ‘subpara. 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90 days after October 
29, 1985, except that in the application of paragraph 70(5.2)(d) 
with respect to such property, any reference in that paragraph to 
“a Canadian resource property or foreign resource property” 
shall be read as a reference to “a property referred to in any of 
paragraphs 59(2)(a) to (e)”. 
Paras. 70(5.2)(a), (b), (d) and (f) formerly read: 

(a) for the purposes of subsections 59(1), (1.1) and (1.2), the 
taxpayer shall be deemed to have disposed, immediately 


before his death, of each property owned by him at that time 
that was a property, right, licence or privilege referred to in 


any of those subsections and to have received proceeds of 
disposition therefor equal to the fair market value of the prop- 
erty, right, licence or privilege at that time; 


(b) for the purposes of subsections 59(3) and (3.1), the tax- 
payer shall be deemed to have disposed, immediately before 
his death, of each property owned by him or deemed to have 
been owned by him on December 31, 1971, and thereafter 
without interruption, that was a property referred to in sub- 
section 59(3) or (3.1) and shall be deemed to have received 
proceeds of disposition therefor equal to the fair market value 
of the property at that time; 


(d) notwithstanding paragraphs (a) and (b), where any prop- 
erty of a taxpayer who was a resident of Canada immediately 
before his death that is a property referred to in any of 
paragraphs 59(2)(a) to (e) has, on or after-the death of the 
taxpayer and as a consequence thereof, been transferred or 
distributed to the taxpayer’s spouse referred to in paragraph 
(6)(a) or a trust referred to in paragraph (6)(b), if the property 
can, within 15 months after the death of the taxpayer or such 
longer period as is reasonable in the circumstances, be estab- 


70(5.2)(d)(ii) formerly read: 


(a) for the purposes of subsections 59(1) and (1.1), the tax- 
payer shall be deemed to have disposed, immediately before 
his death, of each property owned by him at that time that 
was a property, right, licence or privilege referred. to in that 
subsection and to have received proceeds of disposition there- 
for equal to the fair market value of the property, right, li- 
cence or privilege at that time; 


(ii) the spouse or trust, as the case may be, shall be 
deemed to have acquired the property for an amount 
equal to the amount included in the taxpayer’s income or 
included in the amount referred to in subparagraph 
66.2(5)(b)(v), as the case may be, in respect of the prop- 
erty by virtue of subsection 59(1), (1.1), (3) or (3.1), as 
the case may be, in respect of the deemed disposition by 
the taxpayer of the property; and 


Para. 70(5.2)(c) repealed and all that portion of para. 70(5.2)(d) pre- 
ceding subpara. (1) substituted by 1976-77, c. 4, subsec. 27(1), ap- 
plicable in respect of deaths occurring after May 6, 1974. 


Subsec. 70(5.2) added by 1974-75-76, c. 26, subsec. 38(2), applica- 
ble where the death of the taxpayer referred to occurred after May 6, 
1974. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-212R3: Income of deceased persons — rights or 
things; IT-449R: Meaning of “vested indefeasibly”. 


lished to have become vested indefeasibly in the spouse or 
trust, as the case may be, not later than 15 months after the 
death of the taxpayer, the following rules apply: 


(i) the taxpayer shall be deemed to have disposed of the 
property immediately before. his. death and to have re- 
ceived proceeds of disposition therefor equal to such 
amount as is specified by the taxpayer’s legal representa- 
tives in the return of income of the taxpayer referred to in 
paragraph 150(1)(b) not exceeding the fair market value 
of the property immediately before his death; , 


(5.3) Fair market value — For the purposes of 
subsection (5) of this section and subsections 70(9.4) 
and (9.5) of the Income Tax Act, chapter 148 of the 


548 


Subdiv. f — Rules re Computation of Income S.'70(5.4). 


Revised Statutes of Canada, 1952; the fair market 
value, immediately before the death of the taxpayer 
referred to in any of those subsections, of any share 
of the capital stock of a corporation deemed to have 
been disposed of as a consequence of the taxpayer’s 
death shall be determined as though the fair market 
value at that time of any life insurance policy under 

which the taxpayer was the person whose life was 
insured were the cash surrender value (within the 
meaning assigned by giana 148(9)) of thre Sa 
icy at that time. 


Related Provisions: 248(8) — Haj wad sapg as a SUR AuEnYS of 
death. 


Pre-RSC History: Subsec. 70(5.3) amended by 1985, c. 45, sub- 
sec. 33(8), applicable with respect to deaths occurring after Decem- 
ber 1, 1982, to substitute “policy under which the taxpayer was the 
person whose life was insured” for “policy under, which the corpo- 
ration was a beneficiary and the taxpayer was the person whose life 
was insured”. 


Subsec. 70(5.3) substituted by 1984, c. 1, subsec: 32(2), applicable 
with respect to deaths occurring after December 31, 1982, to add 
“(within the meaning assigned by paragraph 148(9)(b) (now 
148(9)‘‘cash surrender value”’)). sia 
Subsec. 70(5.3) added. by 1980-81-82-83, c. 140, subsec. 39(3), ap- 
plicable with respect to deaths occurring after December 1, 1982. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-416R3: Valuation of shares of a 
corporation receiving life insurance proceeds on death of a 
shareholder. 


Information Circulars: 89-3: Policy statement on business equity 
valuations. 


(5.4) NISA on death — Where a taxpayer who dies 
has at the time of death a net income stabilization 
account, all amounts held for or on behalf of the tax- 
payer in the taxpayer’s NISA Fund No. 2 shall be 
deemed to have been paid out of that fund to the tax- 
payer immediately before that time. 


Related Provisions: 12(10.2)—NISA receipts), 248(9.1) — 
Whether trust created) by taxpayer’s will. 


History: Subsec. 70(5.4) added by 1994, c. 1, Sch. Vill 1 (1993, C; 
24), subsec. 28(3), applicable to‘ 1991 ‘et seq. 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things; IT-305R4: Testamentary spouse trusts. 


Pre-RSC History [former subsec. 70(5.4)]: Former subsec. 
70(5.4) repealed by 1986, c. 6, subsec. 33(2), applicable to 1986 et 
seq. That subsec. formerly. read: 


(5.4) Indexed securities of deceased taxpayer — Where a 
taxpayer has died in a taxation’ year, the following rules 
apply: : 
(a) the taxpayer shall be deemed to have disposed, imme- 
diately before his death, of each indexed security owned 
by him at that time for proceeds of disposition equal to 
the fair market value (within the meaning assigned by 
paragraph 47.1(1)(d)) of’ the security at that time; 


(b) the taxpayer shall be deemed to have closed out, im- 
mediately before his death, each put or call option re- 
ferred to in clause 47.1(4)(a)Gv)(B) or (C) outstanding 
under an indexed security investment plan under which 
the’ taxpayer was a participant immediately before his 
death at a cost equal to the amount the taxpayer would 
have had to pay at that time if he had actually closed out 
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the option on a prescribed stock exchange in Canada; 


(c) the taxpayer’s capital gain or capital loss for the year 
from an indexed security investment plan under which 
the taxpayer was a participant immediately before his 
death: shall, notwithstanding ‘subsection 47:1(9), be 
deemed: to be the: amount of the taxpayer’s gain or loss, 
as the case may be, for the year from the plan; 


(d) where paragraph 47.1(10)(f) is applicable in the year 


to the taxpayer in respect of an indexed security invest- 


‘ment plan, the taxpayer shall, notwithstanding that para- 


graph, be deemed to have a capital loss for the year from 


_ the plan equal to the aggregate of all amounts that are 


obtained by determining every amount that, but for the 
taxpayer’s death, would have been a capital loss of the 
taxpayer from the plan for the year or any ‘subsequent 
taxation year; . 


(e) any person who, as a consequence of the death of the 
taxpayer, has acquired any security of the taxpayer that is 
deemed by paragraph (a) to have been disposed of by the 
taxpayer at any time shall be deemed to have acquired 
the security immediately after that time at a cost equal to 
its fair market value (within the meaning assigned by par- 
agraph 47.1(1)(d)) immediately before the death of the 
taxpayer; . 


(f) any person who,:as a consequence of the death: of the 
taxpayer, has, assumed the obligation in respect of any 
put:or call option;deemed by paragraph (b) to have been 
closed out bythe taxpayer at any time shall be deemed.to 
have written the option immediately after that time for 
proceeds equal to the amount the taxpayer would: have 
had. to pay immediately before his death if he had closed 
out the option on a prescribed stock exchange in Canada; 
and 


(g) notwithstanding paragraphs (a), (b), (c), (e) and (f), 


where 


(i),all indexed securities owned under an indexed se- 
curity investment plan by the taxpayer immediately 
before his.death and all obligations, outstanding at 
that time in respect of options written under the plan 
have, on or after his death and as a. consequence 
thereof, been transferred or distributed to or assumed 
by the taxpayer’s spouse referred to in paragraph 
(6)(a) or a trust referred to in paragraph (6)(b), and 


(ii) it can be shown, within the period ending 36 
months after the death of the taxpayer or, where writ- 
ten application therefor has been made to the Minis- 
ter by the taxpayer’s legal representative within that 
period, within such longer period as the Minister 
considers reasonable in the circumstances, that 


(A) all rights and obligations of the taxpayer’ 
under the contract evidencing the plan have been 
transferred to or assumed by the spouse or trust, 
as the case may be, and 


(B) the securities became indefeasibly vested in 
the spouse or trust, as the case may be, under the 
plan, 


the capital gain or capital loss of the spouse or trust, as — 
the case may be, for any taxation year from the plan shall 
be computed as if 


(iii) the plan prior to the death of the taxpayer (in this 
paragraph referred to as the “first-plan’’) and the plan 
at the time of and subsequent to the death of the tax- 
payer (in this paragraph referred to as the “second 
plan”) were two separate plans. administered by two 
separate persons, 


(iv) the spouse or trust, as the case may be: was the 
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participant under the first plan at all times in the year 
prior to the death of the taxpayer, 


(v) all: the securities and obligations referred to in 
subparagraph (i) were transferred by the spouse or 
trust, as the case may be, to the second plan immedi- 
ately before the death of the taxpayer and subsection 
47.1(22) were applicable, and 


(vi) in the case of the trust, the trust’s first taxation 
year commenced at the beginning of the year and en- 
ded on the day on which it would otherwise have 
ended, 


and the taxpayer shall be deemed not to have any capital 
gain or capital loss for the year from the plan. 


Subsec. 70(5.4) amended by 1985, c. 45, subsecs. 33(9), (10), to 
substitute “as a consequence of the death of the taxpayer” for “by 
virtue of the death of the taxpayer” in paras. 70(5.4)(e) and (f), and 
to substitute subpara. 70(5.4)(g)(i), applicable with respect to trans- 
fers, distributions and acquisitions occurring after 1981. All that 
portion of subpara. 70(5.4)(g)(ii) preceding cl. (B) substituted by 
subsec. 33(11) of the said c. 45, applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the:death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90: days amen October 
29, 1985. 


Subpara. 70(5.4)(g)(i) and subpara. 70(5.4)(g)(ii) preceding cl. (B) 
formerly read: 


(1) all indexed securities owned under an indexed security in- 
vestment plan by the taxpayer immediately before his death 
and all obligations outstanding at that time in respect of op- 
tions written under the plan have, on or after his death and as 
a consequence thereof or as a consequence of a disclaimer or 
renunciation by a person who was a beneficiary under the 
taxpayer’s will or intestacy, been transferred or distributed to 
or assumed by the taxpayer’s spouse referred to in paragraph 
(6)(a) Or a trust referred to in paragraph (6)(b), and 


(11) 1t.can be established, within 15 months after the death of 
the taxpayer or such longer period as is reasonable in the cir- 
Cumstanices, that 


(A) all rights, and apiiseiina of the taxpayer under the 
contract evidencing the plan have been transferred to or 
assumed by the spouse or trust, as the case may be, not 
later than 15 months after the death of the taxpayer, and 


Subsec. 70(5.4) added by 1984, c. 1, subsec. 32(2), applicable with 
respect to deaths occurring after September 30, 1983. 


(6) Where transfer or distribution to spouse 
or spouse trust — Where any property of a tax- 
payer who was resident in Canada immediately 
before the taxpayer’s death that is a property to 
which subsection (5) would otherwise apply is, as a 
consequence of the death, transferred or. distributed 
to 


(a) the taxpayer’s spouse who was resident in 
Canada immediately before the taxpayer’s death, 
or 


(b) a trust, created by the taxpayer’s will, that 
was resident in Canada immediately after the 
time the property vested indefeasibly in the trust 
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and under which 


(i) the taxpayer’s spouse is entitled to receive 
all of the income of the trust that arises before 
the spouse’s death, and 


(ii) no person except the spouse may, before 
the spouse’s death, receive or otherwise ob- 
tain the use of any of the income or capital of 
the trust, 


if it'can be shown, within the period ending 36 
months after the death of the taxpayer or, where 
written application therefor has been made to the 
Minister by the taxpayer’s legal representative 
within that period, within such longer period as the 
Minister considers reasonable in the circumstances, 
that the property has become vested indefeasibly in 
the spouse or trust, as the case may be, the following 
rules apply: 


(c) paragraphs (5)(a) and (b) do not apply in re- 
spect of the property, 


(d) subject to paragraph (d.1), the taxpayer shall 
be deemed to have, immediately before the tax- 
payer’s death, disposed of the property and re- 
ceived proceeds of disposition therefor equal to 


(i) where the property was depreciable prop- 
erty of a prescribed class, the lesser of the 
capital cost and the cost amount to the tax- 
payer of the property immediately before the 
death, and 


(i1) in any other case, its acer? cost base to 
the taxpayer immediately before the death, 


and the spouse or trust, as'the case maybe, shall 
be deemed to have acquired the property. at the 
time of the death at a cost equal to those 
proceeds, | 


(d.1) where the property is an interest in a part- 
nership (other than an interest in’a partnership to 
which subsection 100(3) applies), 


(i) the taxpayer shall, except for the purposes 
of paragraph 98(5)(g), be deemed not to have 
disposed of the property as a consequence of 
the taxpayer’s death, 


(i1) the spouse or the trust, as the case may be, 
shall be deemed to have acquired the property 
at the time of the death at a cost equal, to its 
cost to the taxpayer, and 


(iii) each amount added or deducted in com- 
puting the adjusted cost base to the taxpayer 
of the property shall be deemed to be required 
by subsection 53(1) or (2) to be added or de- 

_ ducted, as the case may be, in computing the 
adjusted cost base to the spouse.or the trust, as 
the case may be, of the property; and 


(e) where the property was depreciable property 
of the taxpayer of a prescribed class, paragraph 
(5)(c) applies as if the references therein to “para- 
graph (a)” and to “paragraph (b)” were read as 
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references to “paragraph (6)(d)”: 


Related Provisions: 40(3.18)(a) — Grandfathering of partner- 
ship interest transferred under 70(6)(d:1); 40(4) — Where principal 
residence disposed of to spouse or trust in favour of spouse; 
70(6.2) — Election; 70(7) — Special rules applicable re trust for 
benefit of spouse; 72(2) — Election by legal representative and 
transferee re reserves; 73(1)(c) — Inter vivos transfer of property of 
spouse, etc., or trust; 104(4)(a)(i.1) — Deemed disposition on death 
of spouse; 108(3) — Income of trust; 108(4) — Trust not: disquali- 
fied by reason only of payment of certain duties and taxes; 
148(8) — Disposition at non-arm’s length and similar cases; 
148(8.2) — Transfer to spouse at death; 248(8) — Occurrences as a 
consequence of death; 248(9.1) — Whether trust created. by. tax- 
payer’s will; 248(9.2) — Meaning of “vested indefeasibly”; 
248(23.1) — Transfer under provincial family law after death; 
252(3), (4) — Extended meaning of “spouse” and “former spouse”; 
256(7)(a)(i)(D) — Control of corporation deemed .not acquired; 
Canada-U.S. tax treaty, Art. XX VI:3(g) — Relief from double taxa- 
tion; Art. XXIX B:5, 6 — Credit for U.S. estate taxes. 


History: Para. 70(6)(d) and subpara. (d.1)(ii) substituted by 1994, 


c. 21, subsecs. 33(6), (7), applicable to dispositions and acquisitions | 


occurring after 1992. That para. and subpara. formerly read: 


(d) subject to paragraph (d.1), the taxpayer shall be deemed to 
have disposed of the property immediately. before the tax- 
payer’s death and to have received proceeds ‘of disposition 
therefor equal to, 


(i) where the property. was depreciable ul Loa of the: 
taxpayer of a prescribed class, that proportion of the un- 
depreciated capital cost to the taxpayer immediately 
before the taxpayer’s death of all of the depreciable prop- 
erty of the taxpayer of that class that the fair market value 
at that time of the property is of the fair market value at 
that time of all of the depreciable eae of the tax- 
payer of that class, and 


(ii) in any other case, the adjusted cost base to the tax- 
payer of the property immediately before the taxpayer’s 
death, 


and the spouse or trust, as the case may be, shall be deemed 
to have acquired the property for an amount equal to those 
proceeds, 


(ii) the spouse or the trust, as the case may be, “shall ‘be 
deemed to have acquired the property for an amount equal to 
the cost thereof to the taxpayer, and 


That portion of subsec. 70(6) preceding para. (a), and paras:;(c) pi 
(e) amended by 1994, c. 7, Sch. VIII (1993,.c. 24), subsecs, 28(4) to 
(6), applicable to dispositions occurring after 1992. Those portions 
formerly read: 


(6) Where transfer or distribution to spouse or trust — 
Where any property of a taxpayer who was resident in Can- 
ada immediately before the taxpayer’s death that is a property 
to which. paragraphs (5)(a) and (c), or (5)(b) and (d), as, the 
case pay be, would otherwise apply has, on or after the tax- 
payer’s death and as a consequence thereof been. transferred 
or distributed to 


(e) where the property. was depreciable property of the tax- 
payer of a prescribed class, paragraph (5)(e) is applicable as if 
the reference therein to “paragraph (b)” and to “paragraph 
(d)” were read as references to “paragraph (6)(d)”. 


That portion of para. 70(6)(d) preceding subpara. (i) amended to 
add “subject to paragraph (d.1), and para: (d.1) added, by 1994, c. 7, 
Sch. II (1991, c, 49), subsecs. 48(2), (3), applicable to transfers, dis- 
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tributions and acquisitions occurring after January 15, 1987. 


Pre-RSC History: Subsec. 70(6) amended-by 1985, c. 45, subsecs. 
33(12)-(14), to substitute all that portion preceding para. (a) and to 
repeal para. (f), applicable with respect to transfers, distributions 
and acquisitions occurring after 1981, and to substitute all that _por- 
tion following para. (by and preceding para. (c), applicable 


(a). with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death ofthe taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is | 90 days after. October 
29,1985. 


The substituted portions and para. 70(6)(f) formerly read: 


(6) Where transfer or distribution to spouse or trust — 

- Where any property of a taxpayer who was resident in Can-~ 
ada immediately before his death that is a property to which 
paragraphs (5)(a) and (c); or paragraphs (5)(b) and (d), as’ the 
case may be, would otherwise apply;has, on or after his death 
and as a consequence thereof or as a consequence of a dis- 
claimer or renunciation by a person who was ‘a beneficiary 

_under the taxpayer’s will or intestacy, been transferred or dis- 
tributed to 


[portion following para. (b) and preceding para. (c)] 


if the property can, within 15 months after the death of the 
taxpayer or such longer period as is reasonable in the circum- 
stances, be established to have become vested indefeasibly in 
the spouse or trust, as the case may be, not later than 15 
months after the death of the taxpayer, the following rules 


apply: 


(f) notwithstanding any other provision of this Act, where 
the transfer or distribution of the property occurred as a 
consequence of a renunciation, the renunciation with re- 
spect to the property shall be deemed not to have been a 
disposition’ of the property. 
All that portion of subsec. 70(6) preceding para. (a) substituted, and 
para. 70(6)(f) added by 1980-81-82-83, c. 140, subsecs. 39(4), (5), 
applicable after 1980. That ‘portion of subsec. 70(6) preceding para. 
(a) formerly read: 


(6) Where any property of a taxpayer who was. resident. in; 
Canada immediately, before, his death that is.a property to 
which paragraphs (5)(a) and (c) or paragraphs (5)(b) and (d), 
as the case may be, would otherwise apply has, on.or after his 
death and as a consequence thereof, been transferred or dis- 
tributed to 


All that portion of subsec. 70(6) preceding para. (a), all that portion 
of para. 70(6)(b) preceding subpara. (i) and following para. (b) and 
preceding para. (c) substituted by 1974-75-76, ¢. 26, subsecs. 
38(3)+(5), applicable to 1972 et seq. 


Subsec. 70(6) substituted by 1973-74, c: 14, subsec. 19(2), ‘applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 70(6)]: Husel Estate v. Canada, 
[1995] 1. C.T.C. 2298 (TCC) (Rollover appplies only if property re- 
ceived qua beneficiary); Labbé v. Canada, [1995] 1 C.T.C. 2209 
(TCC) (Interposition of holding company disqualifies shares as 
family farm corporation); Greenwood Estate v.. Canada, [1991] 1 
C.T.C. 47 (FCTD); appealed to FCA (April 29, 1991), File A-371- 
91 (Agreement between sons and father to purchase shares on death 
prevents shares from vesting indefeasibly in spousal trust); Hillis v. 
The. Queen, [1983] C.T.C. 348 (FCA) (Rollover to spouse only on 
one-third of intestate succession after sons renounced two-thirds to 
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which they were entitled). 


1.T. Application Rules: 20(1.1)(a) (property owned since before 
1972). 

Interpretation Bulletins: IT-120R4: Principal residence; IT- 
125R4: Dispositions of resource properties; IT-236R3: Reserves — 
disposition of capital property; IT-242R: Retired partners; IT- 
259R2: Exchange of property; IT-278R2: Death of a partner or of a 
retired partner; IT-305R4: Testamentary. spouse trusts; IT-321R: In- 
surance agents and brokers — unearned commissions; IT-325R2: 
Property transfers after separation, divorce and annulment; IT-382: 
Debts bequeathed; or forgiven on death; IT-449R: Meaning of 
“vested indefeasibly”; IT-522R: Vehicle, travel and sales expenses 
of employees. 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 


(6.1) Transfer or distribution of NISA to 
spouse or trust — Where a property that is a net 
income, stabilization account of a taxpayer is, on or 
after the taxpayer’s death and as a consequence 
thereof, transferred or distributed to 


(a) the taxpayer’s spouse, or 

(b) a trust, created by the taxpayer’s will, under 

which 
(i) the taxpayer's spouse is entitled to receive 
all of the income of the trust that arises before 
the spouse’s death, and 


(ii) no person except the spouse may, before 
the spouse’s death, receive or otherwise ob- 
tain the use of any of the income or capital of 
the trust, 


subsections (5.4) and 73(5) do not apply in respect of 
the taxpayer’s NISA Fund No. 2 if it can be shown, 
within the period ending 36 months after the death of 
the taxpayer or, where written application therefor 
has been made to the Minister by; the taxpayer’s le- 
gal representative within that period, within such 
longer. period as the Minister considers reasonable in 
the circumstances, that the property has vested inde- 
feasibly in the spouse or trust, as the case may be. 
Related Provisions: 12(10.2) — NISA receipts; 70(6.2) — Elec- 
tion; 70(7) — Special rules applicable in respect of trust for benefit 
of spouse; 104(5.1)—— NISA Fund No. 2 held by spousal trust; 
104(6) — Deduction in computing income of trust; 104(14.1) — 
NISA election; 108(3) — Meaning of “income” of trust; 108(4) — 
Trust not disqualified by reason only of payment of certain duties 
and taxes; 248(8) — Occurrences as a consequence of death; 
248(9.1) — Whether trust created by taxpayer’s will; 248(9.2) — 
Meaning of “vested indefeasibly?; 252(3), (4) — Extended meaning 
of “spouse” and “former spouse”. 

History: Subsec. 70(6.1) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 28(8), applicable to 1991 et seq. 

History [former subsec. 70(6.1)]: Former subsec. 70(6:1) re- 
pealed by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 28(7), applica- 
ble to 1990 et seg. That subsec. had, read: 


(6.1) How trust created — For the purposes of subsection 
(6) and paragraph 104(4)(a), a trust shall be considered to be 
created by a taxpayer’s will if the trust is created 


(a) under the terms of. the taxpayer’s will; or 


(b) by an order of a court in relation to the taxpayer’s 
estate made pursuant to any law of a province providing 
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for the relief or support of dependants. 


Pre-RSC History [former subsec. 70(6.1)]: Paras. a 1)(a), 
(b) substituted for (a)+(c) by 1980-81-82-83, c. 140, subsec. 39(6), 
applicable after 1980. Paras. 70(6.1)(a)—(c) formerly read: 


(a) under the terms of the taxpayer’s will; 


(b) by a disclaimer by a beneficiary under the taxpayer's will; 
or 


» (c) by an order of a court in relation to the testator’s estate 
made pursuant to any law of a province providing for the re- 
lief or support of a testator’s dependants. 

Subsec. 70(6.1) added by 1974-75-76, c. 26, subsec. 38(6), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-212R3: Income. of deceased per- 
sons — rights or things; IT-305R4: Testamentary. spouse trusts. 


(6.2) Election — Subsection (6) or (6.1) does not 
apply to any property of a deceased taxpayer in re- 
spect of which the taxpayer’s legal representative 
elects, in the taxpayer’s return of income under this 
Part (other than a return of income filed under sub- 
section (2) or 104(23), paragraph 128(2)(e) or sub- 
section 150(4)) for. the year in which the taxpayer 
died, to have subsection (5) or (5.4),.as the case may 
be, apply. 

Related Provisions: 220(3.2), Reg. 600(b) — Late filing of elec- 
tion or revocation. 


History: Subsec. 70(6.2) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 28(8), applicable to 1991 er seg. That subsec. for- 
merly read: . 


(6.2) Election — Subsection (6) does not apply to any prop- 
erty of a deceased taxpayer in respect of which the legal rep- 
resentative of the taxpayer has elected, in the return of in- 
come of the taxpayer for the year in which the taxpayer died, 
to have subsection (5) apply. 


Pre-RSC History: Subsec. 70(6.2) added by 1976-77, c. 4, subsec. 
27(2), applicable in respect of deaths occurring after December 31, 
1972: 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(7) Special rules applicable in respect of trust 
for benefit of spouse — Where a trust created by 
a taxpayer’s will would, but for the payment of, or 
provision for payment of, any particular testamen- 
tary debts in respect of the taxpayer, be a trust to 
which subsection (6) or (6.1) applies, 


(a) for the: purpose of determining the day on or 
before which a return (in this subsection referred 
to as the “taxpayer’s return’”’) of the taxpayer’s in- 
come for the taxation year in which the taxpayer 
died is required to be filed by the taxpayer’s legal 
representatives, subsection 150(1) shall be read 
without reference to paragraph 150(1)(b) and as 
if paragraph 150(1)(d) read as follows: 


“(d) in the case of any other person, by the 
person’s legal representative within 18 
months after the person’s death; or’; and 


(b) where the taxpayer’s legal representative so 
elects in the taxpayer’s return (other than a return 
of income filed under subsection (2) or 104(23), 
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paragraph 128(2)(e) or subsection 150(4)) and 
_ lists therein one or more properties (other than a 
net income stabilization account) that were, on or 
after the taxpayer’s death and as a consequence 
thereof, transferred. or distributed to the trust, the 
total fair market value of which properties imme- 
diately after the taxpayer’s death was not less 
than the total of the non-qualifying debts in re- 
spect of the taxpayer, 


(i) subsection (6) does not a in respect “i 
the properties so listed, and 


_ Ail) notwithstanding the payment of, or provi- 
sion for payment of, any such particular testa- 
mentary debts, the trust shall be deemed to be 
a trust described in subsection (6), 


19 peesit that, where the fair market value, immedi- 
ately after the taxpayer’s death, of all of the 
properties so listed exceeds: the total of the non- 


qualifying debts in respect of ‘the taxpayer (the — 


amount of which excess is referred to in this sub- 
section as the “listed value excess’’) and the tax- 
payer’s legal representative designates in the tax- 
payer’s return one property so listed (other than 
money), that is capital propery other than depre- 
- ciable property, 


(iii) the amount of the taxpayer’s capital gain 
or capital loss, as the case may be, from the 
disposition of that property. deemed by sub- 
section (5) to have been made by the taxpayer 

_is that proportion of that capital gain or capital 
loss otherwise determined that 


(A) the amount, if any, by which. the fair 
market value of that property immediately 
after the taxpayer’s death exceeds the 
listed value excess, 


is of 


(B) the fair market value of that property 
immediately after the taxpayer’s death, and 


(iv) the cost to the trust of that property is 


(A) where the taxpayer has a capital gain 
from the disposition of that property 
deemed by subsection (5) to have been 
made by the taxpayer, the total of 


(1) its adjusted cost base to the taxpayer 
immediately before the taxpayer’s 
death, and 


(II) the amount determined under sub- 
paragraph (iii) to be the taxpayer’s cap- 
ital gain from the disposition of that 
property, or 


(B) where the taxpayer has a capital loss 
from the disposition of that property 
deemed by subsection (5) to have been 
made by the taxpayer, the amount by 
which 


(I) its adjusted cost base to the taxpayer 


immediately before the taxpayer's 
death 


exceeds 


(II) the amount determined under sub- 
paragraph (iii) to be the taxpayer’s cap- 
ital loss from the disposition of that 
property. 


Related Provisions: 70(8)— Meaning of certain expressions; 
248(8) — Occurrences as a consequence of death; 248(9.1) — 
Whether trust created by taxpayer’s will. 


History: Para. 70(7)(a) amended by 1996, c. 21, s. 14, applicable 
after 1994. The para. formerly read: 


(a) for the purpose of determining the eat on or before which 
a return (in this subsection referred to as the. “‘taxpayer’s re- 
turn”) of the taxpayer’s income for the taxation year in which 
the taxpayer died is required to be filed by the taxpayer’s le- 
gal representatives, subsection 150(1) shall be read without 
reference to paragraph 150(1)(b) and the reference in para- 
graph 150(1)(d) to “on or before April 30 in the next year” 
shall be read as a reference to “within 18 months after the 
person’s. death”; and 


That portion of subsec. 70(7) preceding para. (a) amended.by 1994, 
c. 7,. Sch. VIT-(1993, ¢..24), subsec. 28(9), pee a to alee et 
seq. That portion formerly read 


(7) Special rules applicable in respect of trust for benefit 
of spouse’'— Where a trust created -by a. taxpayer’s will 
would, but for the payment of, or provision for payment of, 
any particular testamentary debts in respect of the taxpayer, 
be a) trust described in subsection (6), the following rules 


apply; 


All that, portion of para. 70(7)(b) preceding subpara. (ii) amended 
by 1994, c. 7, Sch. VII (1993, c. 24), subsec, 28(10), applicable to 
1991 et seg. That portion formerly read: 


(b) where the taxpayer’ s legal representative has so elected in 
the taxpayer’s return and has listed therein one or more speci- 
fied properties (including any money) that have, on or after 
the taxpayer’s death and as a consequence thereof, been 
transferred or. distributed to the trust, the total fair market 
value of which properties immediately after the taxpayer’s 
death was not less than the total of the non-qualifying debts in 
respect of the taxpayer, 


(i) subsection (6) does not apply in respect of the speci- 
fied properties so listed, and 


(ii) notwithstanding the payment of, or provision for pay- 
ment of, any such particular testamentary debts, the trust 
shall be deemed to be a trust described in subsection (6), 


except that where the fair market value, immediately after the 
taxpayer’s death, of all of the specified properties so listed 
exceeds the total of the non-qualifying debts in respect of the 
taxpayer (the amount of which excess is referred to in this 
subsection as the “listed value excess”) and the taxpayer’s le- 
gal representative has designated in the taxpayer’s return one 
specified property so listed (other than money) that ts a capi- 
tal property other than depreciable property, 


Para. 70(7)(a) substituted by 1994, c. 7, Sch. I1\(1991, c. 49), sub- 
sec. 48(4), applicable to 1990 et seq: Para. 70(7)(a) formerly read: 


(a) for the purpose of determining the day on or before which 
a return (in this subsection referred to as the “taxpayer’s re- 
turn’) of the taxpayer’s income for the taxation year in which 
the taxpayer died is required to be filed by the taxpayer’s le- 
gal representative, the reference in paragraph 150(1)(b) to “6 
months” shall be read, except for the purposes of section 161, 
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as a reference to “18 months”; and 


Pre-RSC History: Subparas. 70(7)(b)(iii), (iv) substituted by 
1976-77, c. 4, subsec. 27(3), applicable to losses arising from trans- 
fers or distributions after May 25, 1976. Subparas. 70(7)(b)(iii), (iv) 
formerly read: 
(iii) the amount of the taxpayer’s capital gain, if any, from the 
disposition of that property deemed by subsection (5) to have 
been made by him is that proportion of that capital gain other- 
wise determined that 


(A) the amount, if any, by which the fair market value of 
that property immediately after the taxpayer’s death ex- 
ceeds the listed value excess, 

is of 
(B) the fair market value of that property immediately af- 
ter his death, and 

(iv) the cost to the trust of that property is the aggregate of 


(A) its adjusted cost base to the taxpayer immediately 
before his death, and 


(B) the amount determined under subparagraph (iii) to be 
the taxpayer’s capital gain from the disposition of that 
property. 

Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


(8) Meaning of certain expressions in 
subsec. (7) — In subsection (7), 


(a) the “fair market value” at any time of any 
property subject to a mortgage is the amount, if 
any, by which the fair market value at that time 
of the property otherwise determined exceeds the 
amount outstanding at that time of the debt se- 
cured by the mortgage, as the case may be’; 


(b) “non-qualifying debt” in respect of a taxpayer 
who has died and by whose will any trust has 
been created that would, but for the payment of, 
or provision for payment of, any particular testa- 
mentary debts in respect of the taxpayer, be a 
trust described in subsection (6), means any such 
particular testamentary debt in respect of the tax- 
payer other than 


(i) any estate, legacy, succession or inheri- 
tance duty payable, in consequence of the tax- 
payer’s death, in respect of any property of, or 
interest in, the trust, or 

(i1) any debt secured by a mortgage on prop- 
erty owned by the taxpayer immediately 
before the taxpayer’s death; and 


(c) “testamentary debt” 
who has died, means 


, In respect.of a taxpayer 


(i) any debt owing by the taxpayer, or any 
other obligation of the taxpayer to pay an 
amount, that was outstanding immediately 
before the taxpayer’s death, and 


(ii) any amount payable (other than any 
amount payable to any person as a beneficiary 
of the taxpayer’s estate) by the taxpayer’s es- 
tate in consequence of the taxpayer’s death, 


“Sic. Disregard the words “‘as the case may be” 
(That change was non-substantive.) 
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including any income or profits tax payable by or 
in respect of the taxpayer for the taxation year in 
which the taxpayer died or for any previous taxa- 
tion year, and any estate, legacy, succession or 
inheritance duty payable in esarecuslai ee of the 
taxpayer’s death. 


Related Provisions: 248(8) — ere as a consequence of 
death. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


(9) Transfer of farm property to child — Where 
any land in Canada or depreciable property in Can- 
ada of a prescribed class of a taxpayer to which sub- 
section (5) would otherwise apply was, before the 
taxpayer’s death, used principally in the business of 
farming in which the taxpayer, the taxpayer’s spouse 
or any of the taxpayer’s children was actively en- 
gaged on a regular and continuous basis and the 
property is, as a consequence of the death, trans- 
ferred or distributed to a child of the taxpayer who 
was resident in Canada immediately before the death 
and it can be shown, within the period ending 36 
months after the death or, where written application 
therefor has been made to the Minister by the tax- 
payer’s legal representative’ within that period, 
within such longer period as the Minister considers 
reasonable in the circumstances, that the property 
has vested indefeasibly in the child, 


(a) paragraphs (5)(a) and (b) do not apply in re- 
spect of the property, 


(b) the taxpayer shall be deemed to have, imme- 

diately before the taxpayer’s death, disposed of 

the property and received proceeds of disposition 
therefor equal to 


(i) where the property was depreciable prop- 
erty of a prescribed class, the lesser of the 
capital cost and the cost amount to the tax- 
payer of the property immediately before the 
death, and 


(11) where the property is land (other than land 
to which subparagraph (i) applies), its ad- 
justed cost base to the taxpayer immediately 
before the death, 


and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, and 


(c) where the property was depreciable property 
of a prescribed class, paragraphs (5)(c) and (d) 
apply as if the references therein to “paragraph 
(a)” and “paragraph (b)” were read as “paragraph 
(Ob), 


except that, where the taxpayer’s legal representative 
so elects in the taxpayer’s return of income under 
this Part for the year in which the taxpayer died, par- 


: they should have been deleted along with “or hypothec” in the R.S.C. 1985 consolidation. 
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agraph (b) shall be read as follows: 


“(b) the taxpayer shall be deemed to: have, im- 
mediately before the taxpayer’s death, disposed 
of the property and received proceeds of dispo- 
sition therefor equal to such amount.as. the legal 
representative elects in the taxpayer’s return of 
income under this Part for the year in which the 
taxpayer died, not greater than the greater of 
nor less than the lesser of | 


(1) where the property was silence prop- 
erty of a prescribed class, 


(A) its fair market value.immediately 
before the death, and 


(B) the lesser of the capital cost and the 
cost amount to the taxpayer of the prop- 
erty immediately before the death, and 


(ii) where the property is land (other than 

land to which subparagraph (1) applies), 
(A) its fair market value’ eg 
before the death, and 


(B) its adjusted cost base to the taxpayer 
immediately before the death, 


and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, except that for the pur- 
pose of this paragraph, where the elected 
amount exceeds the greater of the amounts de- 
termined under clauses (i)(A) and (B) or (ii) (A) 
and (B), as the case may be, it shall be deemed 
to be equal to the greater thereof, and where the 
elected amount is less than the lesser of ‘the 
amounts determined under clauses (i)(A) and 
(B) or Gi) (A) and (B), as the case may be, it 
shall be deemed to be equal to the lesser 
thereof, and’. 
Related Provisions: 70(9.6) — Transfer to parent; 70(9.8) — 
Leased farm property; 70(10) — Definitions; 70(12) — Capital cost 
of certain depreciable property; 73(3) — Inter vivos transfer of farm 
property by farmer to his child; 220(3.2), Reg. 600(b) — Late filing 


and the child shall be deemed to have acquired the prop- 
erty for an amount equal to those proceeds, and 


(c), where the. property was.depreciable property of the 
taxpayer of a prescribed class, paragraph (5)(c) applies as 
if the references therein to “paragraph (a)” and to “‘para- 
graph (b)” were read as references to “paragraph (9)(b)”, 


except that, where the legal representative of the taxpayer has 
so elected in the taxpayer’s. return of income under this Part 
for the year in which the taxpayer died, Paragraph (b) shall be 
read as follows: 


“(b) the taxpayer shall be deemed to have disposed of 
the property immediately before the taxpayer’s death 
and to have received proceeds of. disposition therefor 
equal to such amount as the legal ‘representative has 
elected, not greater than the greater of or less than the 
lesser of 


(i) where the property was depreciable property of 
a prescribed class, 


(A) the fair market value of the property it im- 
mediately before the death of the taxpayer, and 


(B) that portion of the undepreciated capital 
cost to the taxpayer immediately before the 
taxpayer’s death of all the depreciable prop- 
erty of that class of the taxpayer that the fair 
market value at that time of the property dis- 
posed of was of the fair market value at that 
time of all of the depreciable property of that 
class of the taxpayer, and 


(ii) where the property was, land not described in 
subparagraph (i), 
(A) the fair market value of the land immedi- 
ately before the taxpayer’s death, and: 


(B) the adjusted cost base to the taxpayer of 
the land immediately before the taxpayer S 
death, 


and the child shall be deemed ‘to ‘have’ acquired the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph} where the 
elected amount exceeds the greater of the amounts de- 
termined. under subparagraphs (i) and. (ii), it shall be 
deemed to be equal to the greater thereof, and where 
the elected amount is Tess than the lesser of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof; and” 


of election or revocation; 248(8) — Occurrences as a consequence All that portion of subsec. 70(9) preceding para. (b) amended by 


of death; 248(9.2) — Bipanin gt of “vested Shakes B52) — 
Extended meaning of “spouse’’. 


1994, c. 7, Sch. VIII (1993, c. 24), subsec. 28(11), applicable with 
respect to dispositions occurring after 1992. That portion formerly 


read: 


History: All that portion of subsec: 70(9) following para. (a) sub- 
stituted by 1994, c. 21, subsec. 33(8), applicable to dispositions and 
acquisitions occurring after 1992. That portion of the subsec. for- 
merly read: 


(b) the taxpayer shall be deemed to have disposed of the 
property immediately before the taxpayer’s death and to 
have received proceeds of disposition therefor-equal to, 


(i) where the property was depreciable property of 
the taxpayer of a prescribed class, that proportion of 
the undepreciated capital cost to the taxpayer imme- 
diately before the taxpayer’s death of all of the de- 
preciable property of the taxpayer of that class that 
the fair market value at that time of the property was 
of the fair market value at that time of all of the de- 
preciable property of the taxpayer of that class, and 


(ii) where the property was land, its adjusted cost 
base to the taxpayer immediately before the tax- 
payer’s death, 
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(9) Transfer of farm property to child — Where any land in 
Canada or depreciable property in Canada of a prescribed 
class of a taxpayer to which paragraphs (5)(a) and (c) or 
(5)(b) and (d), as the case may be, would otherwise apply 
was, immediately before the taxpayer’s death, used by the 
taxpayer, the taxpayer’s spouse or any of the taxpayer’s chil- 


“dren in the business of farming and the property has, on or 


after the death of the taxpayer and as a consequence thereof, 


been-transferred or distributed to a.child of the taxpayer who 


was resident in Canada immediately before the death. of the 


_ taxpayer and it can be shown, within the period ending 36 


months after the death of the taxpayer or, where written appli- 


‘cation therefor has been made to the Minister by the’ tax- 


payer’s legal representative within that period, within such 
longer period as the Minister considers reasonable in the cir- 
cumstances, that the property has become vested indefeasibly; 
in the child, the following rules apply: 


(a) paragraphs (5)(a) to (d): are not applicable to the 


S. 70(9) 


property; 
Para. 70(9)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 28(12), applicable with respect to dispositions occurring after 
1992. That para. formerly read: 


(c) where the property was. depreciable property of the tax- 
payer of a prescribed class, paragraph (5)(e) is applicable as if 
the reference’ therein to “paragraph (b)” and to “paragraph 
(d)” were read as references to “paragraph (9)(b)”, 


Pre-RSC History: All that portion of subsec. 70(9) preceding 
para. (a) substituted by 1985, c. 45, subsec. 33(15), applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day ye is 90 days after October 
29, 1985. 


That portion preceding para. (a) formerly read: 


(9) Transfer of farm property by.farmer to his child — 
Where any land i in Canada.or depreciable property in Canada 
of a-prescribed class of.a taxpayer. to which paragraphs 5(a) 
and (c) or paragraphs 5(b) and (d), as the case may be, would 
otherwise apply. was, immediately before his death, used by 
him, his spouse or any of,his children in the.business of farm- 
ing and the property has, on.or after the death of the taxpayer 
and as a consequence thereof, been transferred or distributed 
to a child of the taxpayer who was resident in Canada imme- 
diately before the death of the taxpayer and the property can, 
within 15 months after the death of the taxpayer or such 
longer period as is reasonable in the circumstances, be estab- 
lished to have become vested indefeasibly in the child not 
later than 15 months after the death of the taxpayer, the fol- 
lowing rules apply: : 


Subsec. 70(9) amended by 1984, c. 45, subsec.. 24(1), to add all that 
portion following para. (c), applicable with respect.to transfers or 
distributions:of property occurring after 1983. 


All that portion of subsec: 70(9) preceding para (a) substituted by ) 


1976-77, c. 4, subsec. 27(4), applicable to 1972 et seq. 


Selected Cases [subsec. 70(9)]: Boger Estate v. MNR, [1991] 
2 C.T.C. 168 (FCTD); appealed to FCA (Nov. 28, 1991), File A- 
1199-91 (Bequeathed property unaffected by Family Relief Act or- 
der vested indefeasibly; rollover allowed). 


1.T. Application Rules: 26(18) (farmland owned since before — 


1972). 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-382: Debts bequeathed or forgiven on 
death; IT-449R: Meaning of “vested indefeasibly”. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines. for accepting late, 


(9.1) Transfer of farm property from spouse’s 
trust to settlor’s children — Where any property 


in Canada of a taxpayer that is land or depreciable | 


property of a prescribed class has been transferred or 
distributed to a trust described in subsection (6) or 
subsection 73(1) and the property or a replacement 
property therefor in respect of which the trust has 
made an election under subsection 13(4) or 44(1) 
was, immediately before the death of the taxpayer’s 
spouse who was a beneficiary under the trust, used in 
the business of farming and has, on the death of the 
spouse and as a consequence thereof, been trans- 
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ferred or distributed to and become vested indefeasi- 
bly. in a child of the taxpayer who was resident in 
Canada immediately before the death of the spouse, 
the following. rules. apply: . 


(a) subsections 104(4) and (5) do not SEL to’ the 
trust in respect of the property, 


(b) the trust shall be deemed to have, immedi- 
ately before the spouse’s death, disposed of. the 
property and received proceeds of disposition 
therefor equal to - 


(i) where the property was depreciable prop- 

erty of a prescribed class, the Jesser of the 
capital cost andthe cost amount to the trust of 
the: property: Se eee before the death, 
and 


(ii) where the akapaity is land (other than land 

* to which subparagraph (1) applies), its ad- 
justed cost base ‘to the trust gas 
before the death, 


and the child shall be deemed to have acquired 
the. property at the time.of. the death at a cost 
equal to those proceeds, 


(c) where. any depreciable property of a pre- 

. scribed class that is deemed by paragraph.(b) to 
have been disposed of by the trust is acquired by 
a child of the taxpayer as a.consequence of, the 
spouse’s. death (other. than where the, trust’s. pro- 
.ceeds of disposition of the property under _para- 
graph (b) are redetermined under subsection 
13(21.1)) and the amount that was the capital.cost 
to the trust of the property exceeds. the amount 
determined under paragraph (b) to be. the cost to 
the child of the.property, for the purposes of sec- 
tions 13 and 20.and any regulations made for the 
purpose of paragraph 20(1)(a), 


(1) its capital cost to the child: shall-be deemed 
to be the amount that was its psi cost to 
the trust, and 


(ii) the excess shall be deemed to have been 
allowed: tothe child in respect of the property 
under regulations made for the purpose of par- 
agraph 20(1)(a) in computing income for taxa- 
tion years that ended before the child acquired 
the property, and 


(d) where the property of the trust that is. deemed 
by paragraph. (b) to have been disposed of is ac- 
quired by a child of- the taxpayer as a conse- 
quence of the spouse’s death and the trust’s pro- 
ceeds of disposition of the property under 
paragraph (b) are redetermined under subsection 
13(21.1), notwithstanding paragraph (b), 
(i) where the property was depreciable prop- 
erty of a prescribed class and the amount that 
was its capital cost to the trust exceeds the 
amount so redetermined under subsection 
13(21.1), for the purposes of sections 13 and 
20 and any regulations made for the purpose 
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of paragraph 20(1)(a), 


(A) its capital cost to the child shall be 


__ deemed to be the amount that was its capi- 
‘tal cost to the trust, and 


_ (B) the excess shall be deemed to have 
been allowed to the child in respect of the 


248(9.2) — Mieaning of “vested indefeasibly”; 252(4) — Extended 
meaning of “spouse”; Reg. 600(b) — Late filing of election or 
revocation. 


History: All that eon of subsec. 70(9.1) following para. (a) sub- 
stituted by 1994, c. 21, subsec. 33(9), applicable to dispositions and 
acquisitions occurring after 1992. That portion of the subsec. for- 
merly read: 


property under regulations made for the 


purpose of paragraph 20(1)(a) in comput- | 


ing income for taxation years that ended 
before the child acquired the property, and 


(ii) where the property is land (other than land 
to which ‘subparagraph (i) applies), its cost to 
the child shall: be deemed to be the amount 
that was the trust’s proceeds of disposition as 
redetermined under subsection. 13(21.1), 


except that, where the trust so elects in its return of 
income under this Part for its taxation year in which 
the spouse died, paragraph (b) shall be read as 
follows: 


“(b) the trust shall be deemed to have, immedi- 
ately before the:spouse’s death, disposed of the 
property and received proceeds of: disposition 
therefor equal to such amount as the trust elects 
in its return) of income under this Part for the 
year in which the spouse died, not greater than 
the greater of nor less than the lesser of 


(i) where the property was, depreciable prop- 
erty of a prescribed class, 


(A) its fair market value tie eal) 
before the death, and 


(B) the lesser of the capital cost and the 
cost amount to the trust of the property 
immediately before the death, and 


(ii) where the property is land (other than 

Jand to which subparagraph (i) applies), 
(A) its fair market value immediately 
before the death, and 


(B) its adjusted cost base to the trust im- 
mediately before the death, 


and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, except that for the pur- 
pose of this paragraph, where the elected 
amount exceeds the greater of the amounts de- 
termined under clauses (i)(A) and (B) or (ii1)(A) 
and (B), as the case may be, it shall be deemed 
to be equal to the greater thereof, and where the 
elected amount ‘is less than the lesser of the 
amounts determined under clauses (i)(A)°‘and 
(B) or (ii)(A) and*(B), asthe case may be, it 
shall be deemed to be equal to the lesser 
thereof,”’. 
Related Provisions: 70(9.6) — Transfer to parent; 70(10) — 
Definitions; 70(12) — Capital cost of certain depreciable property; 
70(13) —.Order of disposal of depreciable property; 73(4) — Inter 
vivos transfer of family farm corporations and partnerships; 
220(3.2); 248(8) — Occurrences as a ‘consequence of death; 
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(b) the trust shall be deemed to have Sapien of the 
property:immediately before the death of the taxpayer’s 
spouse and to have received byncerds: of disposition 
therefor equal to, 


(i) where the property was idespistaine property of 
the trust of a prescribed class, that proportion of the 
undepreciated capital cost to the trust immediately 
before the death of the spouse of all of the deprecia- 
ble property of the trust of that class that the fair 
market value at that time of the property was of the 
fair market value at that time of all of the depreciable 
property of the trust of that class, and 


(ii) where the property was land, its adjusted ‘cost 
base to the trust immediately before the death of the 
spouse, 


and the child shall be deemed to have acquired the prop- 
‘“ ‘erty for an amount equal to those proceeds,’ and 


(c) where any depreciable property of the trust of a pre- 
scribed class that is deemed by paragraph (b) to have 
been disposed of by the trust has been acquired by a child 
of the taxpayer by virtue of the death of the taxpayer’s 
spouse and the amount that was the capital cost to the 
trust of that property exceeds the amount determined 
under paragraph (b) to be the cost to the child of that 
property, for the purposes of sections 13 and 20 and any 
regulations made under paragraph 20(1)(a), 


(i) the capital cost to the child of the property shall 
be deemed to be the amount that was the capital cost 
to the trust of the property, and 


(ii) the excess shall be deemed to have been allowed 
to the child in respect of the property under regula- 
tions made under paragraph 20(1)(a) in computing 
income for taxation years before the acquisition by 
the child of the property, 


except that, where the trust has so elected in its return of in- 
come under this Part for its taxation year in which the tax- 
payer’s spouse died, paragraph (b) shall be read as follows: 


“(b) the trust shall be deemed to have disposed of the 
property immediately before the death of the tax- 
payer’s spouse and to have.received proceeds of dispo- 
sition therefor equal to. such amount as the trust has 
elected, not greater than the greater of or less than the 
lesser of 


(i) where the property was depreciable property of 
a prescribed class, 


(A) the fair market value of the property im-, 
mediately before the death of the spouse, and 


(B) that proportion of the undepreciated capi- 
tal cost to the trust immediately before the 
death of the spouse:of all the depreciable prop- 
erty of that class of the trust that the fair mar- 
ket value at that time of the property disposed 
of was of the fair market value at that time of 
all the depreciable property of that class of the 
trust, and 


(ii) where the property was land not described in 
subparagraph (1), 


(A) the fair market value of the land immedi- 
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ately before the death of the spouse, and 
(B) the adjusted cost base to the trust of the 
land immediately before the death of the 
spouse, 
and the child shall be deemed to have acquired the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where the 
elected amount exceeds the greater of the amounts de- 
termined under subparagraphs (i) and (ii), it shall be 
deemed to be equal to the greater thereof, and where 
the elected amount is less than the lesser of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof; and”. 
Para. 70(9.1)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 28(13), applicable after December 20, 1991. That para. for- 
merly read: 


(a) subsections 104(4) and (5) are not applicable to the 
property; 
Pre-RSC History: All that portion of subsec. 70(9.1) preceding 


para, (a) substituted by 1985, c. 45, subsec. 33(16), applicable to 
1984 et seg. That portion formerly read: 


(9.1) Transfer of farm property from spouse’s trust to 
children of settlor — Where any land or depreciable prop- 
erty of a prescribed class has been transferred or distributed 
to a trust described in subsection (6) or subsection 73(1), and 
the property was, immediately before the death of the tax- 
payer’s spouse who was a beneficiary under the trust, used in 
the business of farming and has, on the death of the spouse 
and as a consequence thereof, been transferred or distributed 
to and become vested indefeasibly in a child of the taxpayer 
who was resident in Canada immediately before the death of 
the spouse, the following rules apply: 


Subsec. 70(9.1) amended by 1984, c. 45, subsec. 24(2), to add all 
that portion following para. (c), applicable with respect to transfers 
or distributions of property occurring after 1983. 


Subsec. 70(9.1) added by 1974-75-76, c. 26, subsec. 38(7), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: I7-349R3: Intergenerational transfers 
of farm property; IT-449R: Meaning of “vested indefeasibly”. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(9.2) Transfer of family farm corporations and 
partnerships — Where at any time property of a 
taxpayer that was, immediately before the taxpayer’s 
death, a share of the capital stock of a family farm 
corporation of the taxpayer or an interest in a family 
farm partnership of the taxpayer to which subsection 
(5) would otherwise apply is, as a consequence of 
the death, transferred or distributed to a child of the 
taxpayer who was resident in Canada immediately 
before the death and it can be shown, within the pe- 
riod ending 36 months after the death or, where writ- 
ten application therefor has been made to the Minis- 
ter by the taxpayer’s legal representative within that 
period, within such longer period as the Minister 
considers reasonable in the circumstances, that the 
property has vested indefeasibly in the child, 


(a) subsection (5) does not apply in respect of the 
property, and 


(b) where the property is a share of the capital 
stock of a family farm corporation, the taxpayer 
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shall be deemed to have, immediately before the 
taxpayer’s death, disposed of the property and re- 
ceived proceeds of disposition therefor equal to 
its adjusted cost base to the taxpayer immediately 
before the death, and the child shall be deemed to 
have acquired the property at the time of the 
death at a cost equal to those proceeds, and 


(c) where the property is an interest in a family 
farm partnership (other than an interest in a part- 
nership to which subsection 100(3) applies), 


(1) the taxpayer shall, except for the purpose 
of paragraph 98(5)(g), be deemed. not to have 
disposed of the property as a consequence of 
the taxpayer’s death, 


(11) the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to the cost to the taxpayer of the inter- 
est, and 


(111) each amount added or deducted in com- 
puting the adjusted cost base to the taxpayer 
of the property shall be deemed to be required 
by subsection 53(1) or (2) to be added or de- 
ducted, as the case may be, in computing its 
adjusted cost base to the child, 


except that, where the taxpayer’s legal representative 
so elects in the taxpayer’s return of income under 
this Part for the year in which the taxpayer died, par- 
agraph (c) does not apply and paragraph (b) shall be 
read as follows: 


“(b) the taxpayer shall be deemed to have, im- 
mediately before the taxpayer’s death, disposed 
of the property and received proceeds of dispo- 
sition therefor equal to such amount as the legal 
representative elects in the taxpayer’s return of 
income under this Part for the year in which the 
taxpayer died, not greater than the greater of 
nor less than the lesser of 


(i) its fair market value immediately before 
the death, and 


(i1) its adjusted cost base to the taxpayer im- 
mediately before the death, 


and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, except that for the pur- 
pose of this paragraph, where the elected 
amount exceeds the greater of the amounts de- 
termined under subparagraphs (i) and (ii), it 
shall be deemed to be equal to the greater 
thereof, and where the elected amount is less 
than the lesser of the amounts determined under 
subparagraphs (i) and (11), it shall be deemed to 
be equal to the lesser thereof, and,”. 
Related Provisions: 40(3.18)(b) — Grandfathering of partner- 
ship interest transferred under 70(9.2)(c); 70(9.6) — Transfer to 
parent; 70(10) — Definitions; 220(3.2) — Late, amended or re- 
voked elections; 220(3.2); 248(8) — Occurrences as a consequence 
of death; 248(9.2)-— Meaning of “vested indefeasibly”; Reg. 
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600(b) — Late filing of election or revocation. 


History: All that portion of subsec. 70(9.2) following para. (a) sub- 
stituted by 1994, c. 21, subsec. 33(10), applicable, to dispositions 
and acquisitions occurring after 1992. hat portion of the subsec. 
formerly read: 


(b) where the property is a share of the capital stock of a 
family farm corporation, the taxpayer shall be deemed to 
-have disposed of the property immediately before the 
taxpayer’s death and to have received proceeds of dispo- 
sition. therefor equal to its adjusted cost base to the tax- 
payer immediately before the death, and the child shall 
be deemed to have acquired the property for an amount 
equal tothe proceeds, and 


(c) where the property is an interest in a family farm part- 
nership (other than an interest in a partnership to. which 
. subsection 100(3) applies), 


(i) the taxpayer shall, except for the purposes of par- 
agraph 98(5)(g), be deemed not to have disposed of 
the property as a iy Ss: of the taxpayer’s 
death, 


(i) the child shall be deemed to have acquired the 
property for an amount equal to the cost thereof to 
the taxpayer, and 


(iii) each amount added or deducted-in computing 
the adjusted cost base to the taxpayer of the property 
shall be deemed to be required by subsection 53(1) 
’ or (2) to be added or deducted, as the case may be, in 
computing the adjusted cost base to the child of the 
property, 
except that, where the legal representative of the taxpayer,so 
elects in the taxpayer’s return of income under this Part for 
the year in which the taxpayer died, paragraph (c) does not 
apply and paragraph (b) shall be read as follows: 


“(b) the taxpayer shall be deemed to have disposed of 
the property immediately before the taxpayer’s death 
and to have received proceeds of disposition therefor 
equal to such amount as the legal representative elects, 
not greater than the greater of or less-than:the lesser of 


(i) the fair market value of the property immedi- 
ately before the death, and 


(ii) the adjusted cost base to the taxpayer of the 
property immediately before the death, . 


and the child shall be deemed to have acquired: the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where. the 
elected amount exceeds the greaterof the amounts de- 
termined under subparagraphs (4) and (ii); it shall. be 
deemed to be equal to the greater thereof, and where 
the elected amount is less than the lesser, of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof,”. 


S. 70(9.2). 


made to theMinister by, the taxpayer’s legal representative 
within that period, within such longer period as. the Minister 
considers reasonable in the circumstances, that the property 
has become vested indefeasibly in the child, the following 
rules apply: 7 


(a) paragraphs (5)(a) and (c) are not applicable to the 
property; 
All that portion of subsec. 70(9.2) following para. (a) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 48(5), applicable to trans- 
fers, distributions and acquisitions occurring after January 15, 1987. 
That portion formerly read: 


(b) the taxpayer shall be deemed to have disposed’ of the 
property immediately before the. taxpayer’s death and to 
have received proceeds of disposition therefor equal to its 
adjusted cost base to the taxpayer immediately before the 
taxpayer’s death and the child shall be deemed to have 
acquired the property for an amount equal to those 
proceeds 


except that, where the legal representative of the taxpayer has 
so elected in the taxpayer’s return of income under this Part 
for the year in which the taxpayer died, paragraph (b) shall be 
read as follows: ) 


“(b) the taxpayer shall be deemed to have disposed of 
the property immediately before the taxpayer’s death 
and to have received proceeds of disposition therefor 
equal to such-amount as the legal representative has 
elected, not greater than the greater of or less than the 
lesser of 


(i) the. fair market value of the property immedi- 
ately before the taxpayer’s death, and 


(ii) the adjusted: cost base to the taxpayer of the 
property immediately before the taxpayer’s death, 


and. the child shall, be deemed to have acquired the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where the 
elected amount exceeds ‘the greater of the amounts :de- 
termined under subparagraphs (i) and (ii), it shall be 
deemed to be equal to the greater thereof, and where 
the elected amount is less than the lesser of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof.” 


Pre-RSC History: All that portion of subsec. 70(9.2) preceding 
para. (a) substituted by 1985, c. 45, subsec. 33(17), applicable 


(a) with respect to deaths occurring after. 1984; and 


(b) with respect to any property of a ‘taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90 days after October 
29, 1986, 


That portion of subsec. 70(9.2) preceding para. (b) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 28(14), applicable to 
dispositions occurring after 1992. That portion formerly, read: 


That portion preceding para. (a) formerly read: 


(9.2) Transfer of family farm corporations and partner- 


(9.2) Transfer of family farm corporations and partner- 
ships — Where at any particular time after April: 10, 1978 
property of a taxpayer that was, immediately before the tax- 
payer’s death, a share of the capital. stock of a family. farm 
corporation of the taxpayer. or an interest in a family farm 
partnership of the taxpayer to which paragraphs (5)(a) and (c) 
would otherwise apply has, on or after the death of the tax- 
payer and as a consequence thereof, been transferred or dis- 
tributed to a child of the taxpayer who was resident in Canada 
immediately before the death of the taxpayer and it can be 
shown, within the period ending 36 months after the death of 
the taxpayer or,.where written application therefor has been 


ships — Where at any particular time after April 10, 1978 
property of a taxpayer that was, immediately before the tax- 
payer’s death, a share of the capital stock of a family farm 
corporation of the taxpayer or an interest in a family farm 
partnership of the taxpayer to which paragraphs (5)(a).and (c) 
would otherwise apply has, on or after the death: of the tax- 
payer and as a consequence thereof, been transferred-or dis- 
tributed to a child of the taxpayer who was resident in Canada 
immediately before the death of the taxpayer and the property 
can, within 15 months after the death of the taxpayer or such 
longer:period as is reasonable in the circumstances, be estab- 
lished to have become vested..indefeasibly in, the child not 
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later than 15 months after the death of the taxpayer, the fol- 
lowing rules apply: 
Subsec. 70(9.2) amended by 1984, c. 45, subsec. 24(3) to add all 
that portion following para. (b), applicable with respect to transfers 
or distributions of property occurring after 1983. 


Subsec. 70(9.2) added by 1977-78, c. 32, s. 14, applicable after 
April 10, 1978. 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-449R: Meaning of “vested 
indefeasibly”. 


(9.3) Transfer of family farm corporation or 
partnership from spouse’s trust to children 
of settlor — Where property of a taxpayer has been 
transferred or distributed to a trust described in sub- 
section (6) or 73(1) and the property was, 


(a) immediately before the transfer or distribu- 
tion, a share of the capital stock of a family farm 
corporation of the taxpayer or an interest in a 
family farm partnership of the taxpayer, and 


(b), immediately before the death of the tax- 
payer’s spouse who was a beneficiary under the 
trust, 


(i) a share in the capital stock of a Canadian 
corporation that would be a share in the capi- 
tal stock of a family farm corporation if para- 
graph (a) of the definition “share of the capital 
stock of a family farm corporation” in subsec- 
tion (10) were read without the words “in 
which the person or a spouse, child or parent 
of the person was actively engaged on a regu- 
lar and continuous basis’, or 


(11) an interest in a partnership that carried on 
the business of farming in Canada in which it 
used all or substantially all of its property, 


and has, at any time after April 10; 1978, on the 
death of the spouse and as a consequence thereof, 
been transferred or distributed to and become vested 
indefeasibly in a child of the taxpayer who was resi- 
dent in Canada immediately before the death of the 
spouse, the following rules apply: 


(c) subsection 104(4) does not apply to the trust 
in respect of the property, 


(d) where the property is a share of the capital 
stock of a family farm corporation, the trust shall 
be deemed to have disposed of the share immedi- 
ately before the death of the spouse and to have 
received proceeds of disposition therefor equal to 
its. adjusted cost base to the trust immediately 
before the death of the spouse; and the child shall 
be deemed to have acquired the property for an 
amount equal to those proceeds, and 


(e) where the property is an interest in a family 
farm partnership (other than an interest in a part- 
nership to which subsection 100(3) applies), 


(i) the trust shall, except for the purposes of 
paragraph 98(5)(g), be deemed not to have 
disposed of the property as a consequence of 
the death of the spouse, 
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(ii) the child shall be deemed to have acquired 
the property for an amount equal to the cost 
thereof to the trust, and 


(iii) each amount added or deducted in com- 
puting the adjusted cost. base.to the trust of the 
property shall be deemed to. be: required by 
subsection 53(1) or (2) to be added or de- 
ducted, as the case may be, in computing the 
adjusted cost base to the child of the property, 


except that, where the trust so elects in its return of 
income under this Part for its taxation year in which 
the spouse died, paragraph (e) shall not apply and 
paragraph (d) shall be read as follows: 


“(d) the trust shall be deemed to have disposed 
of the property immediately before the death of 
the spouse and to have received proceeds of dis- 
position therefor equal to such amount as the 
trust elects, not greater than the greater of or 
less than. the lesser of 


(1) the fair market value of the property im- 
mediately before the death of the spouse, 
and © | : 


(11) the adjusted cost base to .the trust of the 
property immediately before the death of the 
spouse, 


and the child shall be deemed to have acquired 
the property for an amount equal to those pro- 
ceeds, except that for the purposes of this para- 
graph, where the elected amount exceeds the 
greater of the amounts determined under sub- 
paragraphs (i) and (ii), it shall be deemed to be 
equal to the greater thereof, and where the 
elected amount is less than the lesser of the 
amounts determined under those subparagraphs, 
it shall be deemed to be equal to the lesser 
thereof,”’. 
Related Provisions: 40(3.18)(c) — Grandfathering of partner- 
ship interest transferred under 70(9.3)(e); 70(9.6) — Transfer. to 
parent; 70(10) — Definitions; 220(3:2) — Late, amended or re- 
voked elections; 220(3.2); 248(8) — Occurrences as a consequence 
of death; 248(9.2) — Meaning of “vested indefeasibly”; 252(4) — 
Extended meaning of “spouse”; Reg. 600(b) — Late filing of elec- 
tion or revocation. 
History: Subpara. 70(9.3)(b)(i) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 28(15), applicable to 1992 et seq. That sub- 
para. formerly read: 


(i) a share in the capital stock of a Canadian corporation that 
would be a share in the capital stock of a family farm corpo- 
ration if paragraph (a) of the definition “share of the capital 
stock of a family farm corporation” in subsection (10) were 
read without the words “and: in which that person or that per- 
son’s spouse or child was actively engaged” and subpara- 
graph (b)(ii) of that definition were read without the ‘words 
“in which that person or that person’s spouse or child was 
actively engaged”, or 


Para. 70(9.3)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 28(16), applicable after December 20, 1991. That para. for- 
merly read: 


(c) subsection 104(4) is not applicable to the property; 
All that portion of subsec. 70(9.3) following para. (c) substituted by 
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1994, c.. 7, Sch. II (1991, .c. 49), subsec. 48(6), applicable to trans- 
fers, distributions and acquisitions occurring after January 15, 1987. 
That portion formerly read: 


(d) the trust shall be deemed to have disposed of the 
property immediately before the death of the taxpayer’s 
spouse and to have received proceeds of disposition 
therefor equal to its adjusted cost base to the trust imme- 
diately before the death of that spouse, and the child shall 
be deemed to have acquired the pee for an amount 
equal to those proceeds, 


except that, where the trust has so elected in its return of in- 
come under this Part for its taxation year in which the tax- 
payer’s spouse died, paragraph (d) shall be read as follows: 


“(d) the trust shall be deemed to have disposed of the 

property immediately before the death of the: tax- 

payer’s spouse and to have received proceeds of dispo- 

sition therefor equal to such amount as the trust has 

elected, not greater than the greater of or less than the 
_lesser of 


(i) the fair market value of the property immedi- 
ately before the death of the spouse, and 


(ii) the adjusted cost base to the trust of the prop- 
erty immediately before the death of the spouse, 


and the child shall be deemed to have acquired the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where. the 
elected amount exceeds the greater of the amounts de- 
termined under subparagraphs (i) and (ii), it shall be 
deemed to be’ equal to. the greater thereof, and where 
the elected amount is less than the lesser of the 
‘amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof.” 


Pre-RSC History: Para. 70(9.3)(b) substituted and all that portion 
following para. 70(9.3)(d) added by 1984, c. 45, subsecs. 24(4), (5), 
applicable as to para. 70(9.3)(b) to transfers made after May 25, 
1978 and as to that portion following para. 70(9.3)(d) with respect 
to transfers or distributions of property occurring after 1983. Para. 
70(9.3)(b) formerly read: 


-(b) immediately before the death of the taxpayer’s spouse 
who was a beneficiary under the trust, a share in the capital 
stock of a Canadian corporation, or an interest in a partner- 
ship, that carried on the business of farming in Canada in 
which it used all or substantially all of its property, 


Subsec. 70(9.3) added by 1977-78, c. 32, s. 14, ne Ree after 
April 10, 1978. 


Interpretation Bulletins: [T-349R3: gf hogs uaa transfers 
of farm property on death; IT-449R: Meaning of “vested 
indefeasibly”. 


Information Circulars: 92-1: 
amended or revoked elections. 


(9.4) [Repealed under former Act] 


Pre-RSC History: Subsec. 70(9.4) repealed by 1986, c. 6, subsec. 
33(3), applicable: by subsec. 33(7) (as amended by 1988, c. 55, s. 
198) with respect to deaths of taxpayers occurring after.1987. Sub- 
sec. 70(9.4) formerly read: ; 


(9.4) Transfer of shares of small business. corporation — 
Where at any particular time property of a taxpayer that was, 
immediately before the taxpayer’s death, a share of the capi- 
tal stock of a small business corporation to which paragraphs 
(5)(a) and (c) would otherwise apply has, on or after the death 
of the taxpayer and as a consequence thereof, been trans- 
ferred or distributed to a child of the taxpayer who was resi- 
dent in Canada immediately before the death of the taxpayer 
and it can.be shown, within the period ending 36 months after 
the death of the taxpayer or, where written application there- 
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for has been made to the Minister by the taxpayer’s legal rep- 
resentative within that period, within such longer period as 
the Minister considers reasonable in the circumstances, that 
the property has become vested indefeasibly i in the child, the 
following rules apply: 


(a) paragraphs (5)(a) and (c) are not applicable to the 
property; 

(b) the taxpayer shall be deemed to have paeean of the 
share immediately before his death and to have received 
proceeds of disposition therefor equal to the amount, if 
any, by which 


(i) the. fair market, value of the share immediately 
before his death 


exceeds the lesser of 


(ii) the taxpayer’s capital gain otherwise determined 
from the disposition of the share, and 


(iii) the amount of his cumulative small business 
gains account immediately before the disposition or 
such lesser amount as is specified by the taxpayer’s 

_ legal representative in Tea SE of the transfer of the 
share; 


(c) the child shall be deemed to have heiguiige the share 
at a cost equal-to the proceeds of disposition deemed to 
have been received by the taxpayer under paragraph (b); 
and 


(d) where two or more shares have been disposed of at 
the same time, this subsection applies as if each share had 
been separately disposed of in the order designated by the 
taxpayer’s legal representative or if no such designation 
is made, in the order designated by the Minister. 


All that portion of subsec. 70(9.4) preceding para. (a) substituted by 
1985, c..45, subsec. 33(18), applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and-before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the’ Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90 days after October 
29, 1985. 


That portion preceding para. (a) formerly read: 


(9.4) Transfer of share of capital stock of small business 
corporation — Where at any. particular time property of a 
taxpayer that was, immediately before the taxpayer’s death, a 
share of the capital stock of a small business corporation to 
which paragraphs (5)(a) and (c) would otherwise apply has, 
on or after the death of the taxpayer and as a consequence 
thereof, been transferred or distributed to a child of the tax- 
payer who was resident in Canada immediately: before the 
death of the taxpayer and the property can, within 15 months 
after the death of the taxpayer or such longer period as.is rea- 
sonable in the circumstances, be established to have become 
vested, indefeasibly in the child-not later than 15 months after 
the death of the taxpayer, the following rules apply: 


Subsec. 70(9.4) added by 1977-78, ¢; 42, subsec. 5(1), applicable in 
respect of a disposition after May 25, 1978 of a share of the capital 
stock of a small business corporation. 


(9.5) [Repealed under former Act] 


Pre-RSC History: Subsec. 70(9.5) repealed by 1986, c, 6, subsec. 
33(3), applicable by subsec, 33(7) (as amended by 1988, c. 55, s. 
198) with respect to deaths of taxpayers occurring after 1987 except 
that the repeal of subsec. 70(9:5) is applicable with respect to deaths 
of taxpayers’ spouses occurring after 1987. Subsec. 70(9.5) for- 
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merly read: 


(9.5) Transfer of share of capital stock of small business 
corporation from spouse’s trust to children of settlor — 
Where property of a taxpayer has been transferred or distrib- 
uted to a trust described in subsection (6) or subsection 73(1) 
and the property was, 


(a) immediately before such transfer or distribution, a 
share of the capital stock of a small business corporation, 
and 


(b) immediately before the death of the taxpayer’s spouse 
who was a beneficiary under the trust, a share of the capi- 
tal stock of a small business corporation, 


and has, at any particular time after the death of the taxpayer, 
on the death of the spouse and as a consequence thereof, been 
transferred or distributed to and become vested indefeasibly 
in a child of the taxpayer who was resident in Canada imme- 
diately before the death of the spouse, the following rules 
apply: 

(c) subsection 104(4) is not applicable to the share; 


(d) the trust shall be deemed to have disposed of the 
share immediately before the death of the taxpayer’s 
spouse and to have received proceeds of disposition 
therefor equal to the amount, if any, by which 


(i) the fair market value of the share immediately 
before the death of that spouse 


exceeds the least of 


(ii) the trust’s capital gain otherwise determined from 
the disposition of the share, 
(iii) the amount, if any, by which the taxpayer’s cu- 
mulative small business gains account immediately 
after his death exceeds the aggregate of all amounts 
each of which is an amount that would, but for this 
subsection, have ‘been a capital gain of the trust in 
respect of a previous disposition by it, and 
(iv) such lesser amount as is specified by the trust in 
respect of the transfer or distribution of the share; 
(e) the child shall be deemed to have acquired the share 
at a cost equal to the proceeds determined under para- 
graph (d); and 


(f) where two or more shares have been disposed of by 
the trust at the same time, this subsection applies as if 
each share so disposed of had been separately disposed of 
in the order designated by the trust or if no such designa- 
tion is made, in the order designated by the Minister. 


Subpara. 70(9.5)(d)(iv) and para. 70(9.5)(f) amended by 1985, c. 
45, subsecs. 33(19), (20), to substitute “by the trust” for “by the 
spouse’s legal representative”. 


Subsec. 70(9.5) added by 1977-78, c. 42, subsec. 5(1), applicable in 
respect of a disposition after May 25, 1978 of a share of the capital 
stock of a small business corporation. 


(9.6) Transfer to parent — Where 


(a) any property has been acquired by a taxpayer 
in circumstances where any of subsections (9), 
(9.1), (9.2), (9.3) and 73(3) and (4) applied, 


(b) as a consequence of the death of the taxpayer 
after 1983 the property has been transferred or 
distributed to a parent of the taxpayer, and 


(c) the taxpayer’s legal representative has so 
elected in the taxpayer’s return of income under 
this Part for the year in which the taxpayer died, 


subsection (9) or (9.2), as the case may be, shall ap- 
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ply in respect of the transfer or distribution as if the 
references therein to “child” were read as references 
to “parent”. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death. 


Pre-RSC History: Subsec. 70(9.6) added by 1984, c. 45, subsec. 
24(6), applicable with respect to transfers or distributions of prop- 
erty occurring after 1983. 


Interpretation Bulletins: [T-268R4: /nter vivos transfer of farm 
property to child. 


(9.7) [Repealed under former Act] 


Pre-RSC History: Subsec. 70(9.7) repealed by 1986, c. 6, subsec. 
33(4), applicable by subsec. 33(7) (as amended by 1988, c. 55, s. 
198) with respect to deaths of taxpayers occurring after 1987. Sub- 
sec. 70(9.7) formerly read: 


(9.7) Transfer to parent — Where 


(a) at any particular time capital property of a taxpayer 
that was, immediately before the taxpayer’s death, a 
share of the capital stock of a small business corporation 
that was acquired by the taxpayer in circumstances where 
any of subsections. (9.4), (9.5) or 73(5) applied has, as a 
consequence of the death of the taxpayer after 1983, been 
transferred or distributed to a parent of the taxpayer who 
was resident in Canada immediately before the death of 
the taxpayer, 


(b) it.can be shown, within the period ending 36 months 
after the death of the taxpayer or, where written applica- 
tion therefor has been made to the Minister by the tax- 
payer’s legal representative within that period, within 
such longer period as the Minister considers reasonable 
in the circumstances, that the property has become vested 
indefeasibly in the parent, and 


(c) the taxpayer’s legal representative has so elected in 
the taxpayer’s return of income under this Part for the 
year in which the taxpayer died, 


the following rules apply: 


(d) paragraphs (5)(a) and (c) are not applicable to the 
property; 

(e) the taxpayer shall be deemed to have disposed of the 
share immediately before his death and to have received 
proceeds of disposition therefor equal to such amount as 
the legal representative has elected, not greater than the 
greater of or less than the lesser of 


(i) the fair market value of the share immediately 
before his death, and 


(ii) the adjusted cost base to the taxpayer of the share 
immediately before his death, 


except that for the purposes of this paragraph, where such 
elected amount exceeds the greater of the amounts deter- 
mined under subparagraphs (i) and (ii), it shall be 
deemed to be equal to the greater thereof, and where such 
elected amount is less than the lesser of the amounts de- 
termined under those subparagraphs, it shall be deemed 
to be equal to the lesser thereof; and 


(f) the parent shall be deemed to have acquired the share 
at a cost equal to the proceeds of disposition deemed to 
have been received by the taxpayer under paragraph (e). 


Para. 70(9.7)(b) substituted by 1985, c. 45, subsec. 33(21), 
applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died in 1984 
if the taxpayer’s legal representative and each person to whom 
any interest in the property is transferred or distributed as a con- 
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sequence of the death of the taxpayer jointly elect to have this 
paragraph apply by notifying the Minister of National Revenue 
in writing on or before the later of December 31, 1985 and the 
day that is 90 days after October 29, 1985. 


Para. 70(9.7)(b) formerly read: 


(b) the property can, within 15 months after the death of the 
taxpayer or such longer period as is reasonable in the circum- 
stances, be shown to have become vested indefeasibly in the 
parent not later than 15 months after the death of the tax- 
payer, and 


Subsec. 70(9.7) added by 1984, c. 45, subsec. 24(6); applicable with 
respect to transfers or distributions of property occurring after 1983. 


(9.8) Leased farm property — For the purposes 
of subsections (9) and 14(1), paragraph 20(1)(b), 
subsection 73(3) and paragraph (d) of the definition 
“qualified farm property” in subsection 110.6(1), 
where at any time any property of the taxpayer was 
used by 


(a) a corporation a share of the capital stock. of 
which isa share of the capital stock of a family 
farm corporation of the taxpayer, the taxpayer’s 
spouse or any of the taxpayer’s children, or 


(b) a partnership an interest in which is an inter- 
est in a family farm partnership of the taxpayer, 
the taxpayer’s spouse or any of the taxpayer’s 
children 
in the course of carrying on the business of farming 
in Canada, the property shall be deemed to have 
been used at that time by the taxpayer in the business 
of farming. 
Related Provisions: 252(4) — Extended meaning of “spouse”. 
History: That portion of subsec. 70(9.8) preceding para. (a) substi- 


tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 48(7), applicable 
to 1986 et seq. That portion formerly read: 


(9.8) Leased farm property — For the purposes of subsec- 
tions (9) and 73(3), where at any time any property of a tax- 
payer was used by 


Pre-RSC History: Subsec. 70(9.8) added by 1984, c. 45, subsec. 
24(6), applicable with respect to transfers or dispositions of prop- 
erty occurring after 1983. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child. 


(10) Definitions — In this section, 


Related Provisions: 40(8)— Application of subsec. 70(10); 
44(8) — Application of subsec. 70(10); 73(6) — Application of 
subsec. 70(10). 


Pre-RSC History: That portion of subsec. 70(10) preceding para. 
(a) substituted by 1990, c. 35, s. 7, applicable after 1988. That por- 
tion formerly read: 


(10) Definitions — For the purposes of this section and sec- 
tions 40, 44, 73 and 146, 


All that portion of subsec. 70(10) preceding para. (a) substituted by 
1980-81-82-83, c. 140, subsec. 39(7), applicable with respect to dis- 
positions occurring after November 12, 1981 otherwise than pursu- 
ant to the terms, in existence on November 12, 1981, of an offer or 
agreement in writing made or entered into on or before that date, or 
otherwise than by virtue of an event referred to in subpara. 54(h)(ii), 
(ili) or (iv) that occurred on or before that date. That portion for- 
merly read: 


(10) For the purposes of this section and section 73, 


S. 70(10) 


“child” of a taxpayer includes 
(a) a child of the taxpayer’s child, 
(b) a child of the taxpayer’s child’s child, and 


(c) a person who, at any time before the person 
attained the age of 19 years, was wholly depen- 
dent on the taxpayer for support and of whom the 
taxpayer had, at that time, in law or in fact, the 
custody and control; 
Related Provisions: 84.1(2)(c)(i), 212.1(3)(b)(i) — Extended 
meaning of “child” applies for dividend stripping rules; 
110.6(1)“‘child” — Extended meaning applies for capital gains ex- 
emption; 148(9)“child” — Extended meaning applies for life insur- 
ance policy rules; 252(1) — Additional extended meaning of 
“child”. : 
Pre-RSC History: The definition “child” was para. 70(10)(a). 
Subpara. 70(10)(a)(iii) amended by 1988, c. 55, subsec. 49(4), to 
substitute “19 years” for “21 years”, applicable to 1988 et seq. 


All that portion of subsec. 70(10) preceding para. (b) substituted by 
1984, c. 45, subsec. 24(7), to add reference to s. 146 and to add 
subpara. 70(10)(a)(ii1), applicable with respect to transfers or distri- 
butions of property occurring after 1983. 


Interpretation Bulletins: IT-489R: Non-arm’s length sale of 
shares to a corporation. 


‘fnterest in a family farm partnership” of a per- 
son at a particular time means an interest owned by 
the person at that time in a partnership where, at that 
time, all or substantially all of the fair market value 
of the property of the partnership was attributable to 


(a) property that has been used by 
(i) the partnership, 
(ii) the person, 
(111) a spouse, child or parent of the person, or 


(iv) a corporation a share of the capital stock 
of which was a share of the capital stock of a 
family farm corporation of the person or of a 
spouse, child or parent of the person, 


principally in the course of carrying on the busi- 
ness of farming in Canada in which the person or 
a spouse, child or parent of the person was ac- 
tively engaged on a regular and continuous basis, 


(b) shares of the capital stock or indebtedness of 

one or more corporations all or substantially all 

of the fair market value of the property of which 

was attributable to property described in para- 

graph (c), or 

(c) properties described in paragraph (a) or (b); 
Related Provisions: 252(4) — Extended meaning of “spouse”. 
History: The definition “interest in a family farm partnership” in 


subsec. 70(10) amended by 1993, c. 24, subsec. 28(18), applicable 
to 1992 et seq. That definition formerly read: 


“interest in a family farm partnership” of a person at a partic- 
ular time means an interest in a partnership that, at that time, 
carried on the business of farming in Canada in which it used 
all or substantially all of its property and in which that person 
or that person’s spouse or child was actively engaged; 


Pre-RSC History: The definition “interest in a family farm part- 
nership” was para. 70(10)(c). 
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“share of the capital stock of a family farm corpo- 
ration” of a person at a particular time means a 
share of the capital stock of a corporation owned by 
the person at that time where, at that time, all or sub- 
stantially all of the fair market value of the property 
owned by the corporation was attributable to 


(a) property that has been used by 


(i) the corporation or any other corporation, a 
share of the capital stock of which was a share 
of the capital stock of a family farm corpora- 
tion of the person or of a spouse, ohag or par- 
ent of the person, 


(11) the person, 
(iii) a spouse, child or parent of the person, or 


(iv) a partnership, an interest in which was an 
interest in a family farm partnership of the 
person or of a spouse, child or parent of the 
person, 


principally in the course of carrying on the busi- 
ness of farming in Canada in which the person or 
a spouse, child or parent of the person was ac- 
tively engaged on a regular and continuous basis, 


(b) shares of the capital stock or indebtedness of 
one or more corporations all or substantially all 
of the fair market value of the property of which 
was attributable to property described in para- 
graph (c), or 


(c) properties described in paragraph (a) or (b). 


Related Provisions; 70(12) — Value of NISA deemed. nil; 
252(4) — Extended meaning of “spouse”. 


History: The definition “share of the capital stock ...” in subsec. 
70(10) amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 


- Income Tax Act, Part I, Div. B 


28(17), applicable to 1992 et.seg. That definition formerly read: 


“share-of the capital stock of a family farm corporation” of a 
person at a particular time means 


(a) a share of the capital stock of a corporation that, at 
that time, carried on the business of farming in Canada in 
which it used all or substantially. all of its property and in 
which that person or that person’s spouse or child was 
actively engaged, or 


(b) a share of the capital stock of a corporation all or sub- 
stantially all of the property of which was, at that time, 


(i) shares of the capital stock of one or more corpora- 
tions described in paragraph (a), or a bond, deben- 
ture, bill, note, mortgage or similar obligation issued 
by such a corporation, 


(ii) property used by the corporation in carrying on 
the business of farming i in Canada in which that per- — 
son, or that tl S vse or child was actively en- 
gaged, or 


(iii) any combination of properties described in sub- 
paragraphs (i) and (ii). 
Pre-RSC History: The definition “share of the goa as 
para. 70(10)(b). 


Para. 70(10)(b) substituted by 1984, c. 1, nha 32(3), applicable 
with respect to transfers made after May 25, 1978. Para. 70(10)(b) 
formerly read: 


(b) “share of the capital stock of a family farm corpora- 
tion” — “share of the capital stock of a family farm corpora- 
tion” of a person at a particular time means a share of the 
capital stock of a corporation that, at that time, carried on the 
business of farming in Canada in which it used all or substan- 
tially all of its property and in which that person, his spouse 
or his child was actively engaged; and 


1.T. Application Rules: 20(1. 11), 26(20). 
Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property; IT-349R3: Intergenerational transfers of farm 
property on death. 
Advance Tax Rulings: ATR-28: Redemption of capital stock of 
family farm corporation; ATR-56: Purification of a family farm 
corporation. 
Pre-RSC History [subsec. 70(10)]: Subsec. 70(10) substituted 
by 1977-78, c. 32, s. 14, applicable after April 10, 1978. Subsec. 
70(10) formerly read: 
(10) Extended meaning of “child” — For the purposes of 
subsections (9) and (9.1), “child” of a taxpayer includes a 
child of his child and a child of his child’s child. 
Subsec. 70(10) substituted by 1976-77,-c. 4, subsec. 27(5), applica- 
ble to 1972 ef seq. 


Subsec. 70(10) added by 1973-74, c. 14, subsec. 19(3), AP ter to 
1972 et seq. 


Interpretation Bulletins: IT-268R4: /nter vivos transfer of farm 
property to child. 


(11) Application of subsec. 138(12) — The def- 
initions in subsection 138(12) apply to this section. 
Origin of subsec. 70(11): R.S.C. 1985, c. 1 (Sth Supp.). 

Pre-RSC History [former subsec. 70(11)]: Former subsec. 


70(11) repealed by 1986, c. 6, subsec. 33(5), applicable to 1985 et 
seq. Former subsec. 70(11) had read: 


(11) Definitions — For the purposes. of this section and sec- 
tions 40, 44 and 73, 


‘(a) “cumulative small*business gains account” — 
“cumulative small business gains account” of a taxpayer 
at any particular tme means the amount, if any, by which 
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$200,000 exceeds the aggregate of all amounts each: of 

» which isan amount that would;. but for subsection (9.4) 
or. 73(5), have been a capital gain of the taxpayer in re- 
spect of the disposition before that time of a share of the 
capital stock of a small business corporation, other than a 
disposition of such a share to his child‘ that was reac- 
quired before that time by the taxpayer as'a consequence 
of the child’s death; 


' (b) [Repealed] 


(c) “small business corporation” — “small ‘business 

corporation” at» any particular time means. a’ particular. 

corporation that is a Canadian-controlled private corpora- 

tion all or substantially all of the assets of which were at 
- that time 


(i) used in an active business carried on in Canada‘by 
the particular corporation or by a COPUDUE | con- 
trolled by it, 


(ii) shares of the capital stock of one or more small 
business corporations that wereat. that timé»con: + 
a nected: with the particular corporation’ (within the 
meaning of subsection 186(4) on the assumption that 
such small business corporation was at that time :a». 
“payer corporation” within the meaning of that sub- 
‘section) or a bond, debenture, bill, note, mortgage, 
hypothec or similar obligation issued by such’a con- 
tO nected corporation, ‘or 


(iii) assets described in subparagraphs (i and (ii). 
Para. 70(11)(a) substituted by 1984, c. 45, subsec. 24(8), to add 
“other than a disposition of such a share to his’ child that was reac- 
quired before that time by the taxpayer as: a consequence of the 


child’s death” applicable with respect to transfers, or distributions of 
property. occurring after 1983. cf 
All that portion of subsec. 70(11) preceding ‘para. (a) substituted a 
1980-8 1-82-83, c..140, subsec. 39(8), applicable with respect to dis- 
positions occurring after November. 12,.1981 otherwise than, pursu- 
ant to the terms, in existence on November 12, 1981, of an offer or 
agreement in writing made or entered into on or before that date, or 
otherwise than by virtue of an event referred to in subpara. 54(h)(ii), 
(iii) or (iv) that occurred, on or before that date. That portion for- 
merly read: Tetacte! 

(11) For the) purposes of this section’and section 73; . 
Subpara: 70(11)(c)(i) substituted by 1980-81-82- 83; ¢: 48, subsec. 
38(3), applicable after May 25, 1978., 


Para. 70(11)(b) repealed, subparas. FOLIC) siibyseitinte ‘Gil) ad- 
ded by 1979, c. 5, subsecs. 23(1)—(3), applicable in respect of a dis- 
position after May 25, 1978 of a share of. the capital stock of a small 
business corporation. 


Subsec. 70(11) added by 1977-78, c. 42, subsec. 5(2), applicable in 
respect of a disposition after May 25, 1978 of a share of the capital 
stock of a small business corporation. 


(12) Value of NISA — For the purpose of the defi- 
nition “share of the capital stock of a family farm 
corporation” in subsection (10), the fair market value 
ofa net income stabilization account shall be 
deemed to’ be nil. it 

History: Subsec. 70(12) added by 1994, c. 7, Sch. VII (1993, c. 
24),’subsec.'28(19), applicable to 1992 et ‘seq. 


(13) Capital cost of certain depreciable prop- 
erty — For the purposes of this section and, where a 
provision of this section (other than this subsection) 
applies, for the purposes of sections 13 and 20 (but 
not for the purposes of any regulation made for the 


' “depreciable property” 
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Berti of paragraph 20(1)(a)), . 
_ (a) the capital cost to a taxpayer of depreciable 


property of a prescribed class disposed of imme- 
diately before the taxpayer’s death, or 


(b) the capital cost to a trust, to which subsection 
(9.1) applies, of depreciable property of a pre- 
scribed class disposed of immediately before the 
_death of the spouse described in that subsection, 


shall, in respect of property that was not disposed of 
by the taxpayer or the trust before that time, be the 
amount that it,would be if subsection. 13(7) were: 
read without reference to ui 


(c) the expression “the lesser of” in 5 (b) 
and clause (d)(i)(A) thereof, and. 
(d) subparagraph (b)(ii), subclause (d)(i)(A)(ID), 
clause (d)(i)(B) and paragraph (e) thereof. 
Related Provisions: 13(7) — Change in use of depreciable 
property. 
History: Subsec. 70(13) added by 1994) c. 21, subsec, 33(11), ap- 
plicable to dispositions and acquisitions occurring after 1992. 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 


_of farm property on death. 


(14). Order of disposal of depreciable prop- 
erty — Where 2 or more depreciable properties of a 
prescribed class are disposed of at the same time as a 
consequence of a taxpayer’s death, this section and 
paragraph (a) of the definition “cost amount” in sub- 
section 248(1) apply as if each property so disposed 
of were separately disposed of in the order desig- 
nated by the taxpayer’s legal representative or, in the 
case of a trust described in subsection (9.1), by the 
trust and, where the taxpayer’s legal representative 
or the trust, as the case may be, does not designate 
an order, in the order designated by the Minister. 
History: Subsec. 70(14) added by 1994, c. 21, subsec. 33(11), ap- 
plicable to dispositions and acquisitions occurring after 1992. 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death. 

Selected Cases [s. 70]: Van Son Estate v. The Queen, [1990] 1 
C.T.C. 182 (FCTD) (Rollover applied although widow sold to sur- 
vivor two years after death upon terms similar to shareholder’s 
agreement calling for purchase. upon death): 


Definitions [s. 70]: “active business” — 248(1); Vatiimsind cost 


base”. — 54, 248(1); “amount”, “annuity”, “business” — 248(1); 
ie ; “Canadian resource property” — 66(15), 248(1); 
“capital cost” — 70(12); “capital gain”, “capital loss” — 39(1), 


—248(1); “capital property” — 54, 248(1); “carrying on business” — 


253; “child” — 70(10), 252(1); “corporation” — 248(1), Interpreta- 


will” — 2489.1); “cumulative eligible capital” — 14(5), 248(1); 
13(21), 248(1); “eligible capital expendi- 
ture” — 14(5), 248(1); “eligible capital property” — 54, 248(1); 
“employment? — 248(1); “estate” — 104(1), 248(1); “fair market 
value” — 70(8),. 70(12); “family. farm corporation”, “family farm 
partnership” is ; “foreign resource 
property” — 66(15), 248(1); “income” — of trust 108(3); “interest 
in a family farm partnership” —70(10); “inventory” — 248(1); 
“life insurance policy” —'138(12), 248(1); “Minister”, “net income 
stabilization account”, “NISA Fund No. 2”, “office” — 248(1); 
“non-qualifying debt” — 70(8); “parent” — 252(2); “person”, “‘pre- 
scribed”, “property”, “regulation” — 248(1); “related” — 251(2); 
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“resident in Canada” — 250; “rights or things” — 70(3.1); 
“share” — 248(1); “share in the capital stock of a family farm cor- 
poration” — 70(10); “specified investment business” — 125(7); 
“spouse” — 252(3), (4)(a); “tax payable” — 248(2); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 11(2), 249; “taxpayer” — 
248(1); “testamentary debt” — 70(8); “trust” — 104(1), 248(1), (3); 
“undepreciated capital cost” — 13(21), 248(1); “vested indefeasi- 
bly” — 248(9.2). 


Interpretation Bulletins [s. 70]: IT-226R: Gift to a charity of a 
residual interest in real property or an equitable interest ina trust. 


743 [Repealed under former Act] 


Pre-RSC History: S. 71 repealed by 1986, c. 6, s. 34, applicable 
to 1986 et seq.; and in its application to the 1985 taxation year s. 71 
shall be read as follows: 


71. Where a taxpayer dies in the 1985 taxation year, the fol- 
lowing rules apply: 
(a) in computing his income for the 1985 taxation year, 
paragraph 3(e) shall be read 
(i) without reference to the words “the least of’, and 
(ii) without reference to subparagraphs (ii) and (iii) 
thereof; and 
(b) in computing his income for the 1984 taxation year, 


paragraph 3(e), as it read in its application to the year, 
shall be read 


(i) without reference to the words “the lesser of”, and 
(ii) without reference to subparagraph (1i) thereof. 


S. 71 formerly read: 


71. Application of paragraph 3(e) on death of taxpayer — 
In computing the income of a taxpayer for the taxation year in 
which he died and the immediately preceding taxation year, 
paragraph 3(e) shall be read 


(a) without reference to the words “the lesser of’, and 
(b) without reference to subparagraph (11) thereof. 


All that portion of s. 71 preceding para. (a) substituted by 1977-78, 
c. 1, s. 32, applicable with respect to deaths occurring after March 
31, 1977. That portion formerly read: 


71. Application of para. 3(e) to year in which taxpayer 
died — In computing the income of a taxpayer for the taxa- 
tion year in which he died, paragraph 3(e) shall be read 


72. (1) Reserves, etc., for year of death — 
Where in a taxation year a taxpayer has died, 


(a) paragraph 20(1)(n) does not apply to allow, in 
computing the income of the taxpayer for the 
year from a business, the deduction of any 
amount as a reserve in respect of property sold in 
the course of the business; 


(b) no amount is deductible under subsection 
32(1) as a reserve in respect of unearned commis- 
sions in computing the taxpayer’s income for the 
year; 

(c) no amount may be claimed under subpara- 
graph 40(1)(a)(iii) or 44(1)(e)Gi1) in computing 
any gain of the taxpayer for the year; 

(d) subsection 64(1)° does not apply to allow, in 
computing the income of the taxpayer for the 
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year, the deduction of any amount as a reserve in 
respect of the disposition of any property; and 


(e) subsection 64(1.1)" does not apply to allow, in 

computing the income of the taxpayer for the 

year, the deduction of any amount as a reserve in 

respect of the disposition of any property. 
Related Provisions: 61.2 — Deduction of debt forgiveness re- 
serve for year of death; 72(2) — Election by legal representative 
and transferee re reserves. 


History: Para. 72(1)(c) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 49(1), applicable to 1990 et seq. Para. 72(1)(c) formerly 
read: 
(c) subparagraph 40(1)(a)(iii) does not apply to permit the 
claiming of any amount under that subparagraph in comput- 
ing any gain.of the taxpayer for the year; 
Pre-RSC History: Para. 72(1)(e) added by 1976-77, c. 4, subsec. 
28(1), applicable in respect of deaths occurring after May 25, 1976. 


Interpretation Bulletins: IT-152R3: Special reserves — sale of 
land; IT-154R: Special reserves; IT-236R3: Reserves — disposition 
of capital property; IT-321R: Insurance agents and brokers — 
unearned commissions. 


(2) Election by legal representative and 
transferee re reserves — Where property of a 
taxpayer that is a right to receive any amount has, on 
or after the death of the taxpayer and as a conse- 
quence thereof, been transferred or distributed to the 
taxpayer's spouse described in paragraph 70(6)(a) or 
to a trust described in paragraph 70(6)(b) (in this 
subsection referred to as the “‘transferee’’), if the tax- 
payer was resident in Canada immediately before the 
taxpayer’s death and the taxpayer’s legal representa- 
tive and the transferee have executed jointly an elec- 
tion in respect of the property in prescribed form, 


(a), any amount in respect of the property that 
would, but for paragraph (1)(a), (b), (d) or (e), as 
the case may be, have been deductible as a re- 
serve in computing the taxpayer’s income for the 
taxation year in which the taxpayer died shall, 


(i) notwithstanding subsection (1), be de- 
ducted in computing the taxpayer’s income 
for the taxation year in which the taxpayer’ 
died, 


(11) be included in computing the transferee’s 
income for the transferee’s first taxation year 
ending after the death of the taxpayer, and 


(111) be deemed to be 


(A) an amount that has been included in 
computing the transferee’s income from a 
business for a previous year in respect of 
property sold in the course of the business, 


(B) an amount that has been included in 
computing the transferee’s income for a 
previous year as a commission in respect 
of an insurance contract, other than a life 
insurance contract, 4 


(C) an amount that by virtue of subsection 


“The section 64 meant to be referred to is s. 64 of R.S.C. 1952, c.. 148. 
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59(1) has been ‘included in computing the 
transferee’s income fora » preceding taxa- 
tion year, or 


(D) for the purposes of subsection — 


64(1.1)", an amount that by virtue of para- 
graph 59(3. 2)(c) has been included in com- 
puting the transferee’s income for a pre- 
ceding taxation year and to be an amount 
deducted by the transferee pursuant to. par- 
agraph 64(1. 1)(a)" in computing the trans- 
feree’s income for the transferee’s last tax- 
ation year ending before the death, 


as the case may ‘be; 


(b) any amount in respect of the property that 
could, but for paragraph (1)(c), have been 
claimed. under. subparagraph 40(1)(a)(iii) or 
44(1)(e)(ii1) in computing the amount of any gain 
of the taxpayer for the year. shall, 


(i) notwithstanding paragraph (1)(c), be 


‘deemed to have been so claimed, and 


_ (ii) for the purpose of computing the trans- 
feree’s income for the transferee’s first: taxa- 
tion year ending after the death of the tax- 
payer and any subsequent | taxation year, be 
deemed to have been 


(A) proceeds of the disposition of capital 
property disposed of by the transferee in 
that first taxation ‘year, and 


(B) the amount determined under subpara- 
graph 40(1)(a)G@) or 44(1)(e)(i), as the case 


may be, in respect of the capital property © 


referred to in clause (A);, and 


(c) notwithstanding paragraphs (a) and (b), where 
any property had been disposed of by the tax- 
payer, in computing the income of the transferee 


for any taxation year ending after the nee of the 


taxpayer, 


_(i) the amount of the transferee’s deduction 
under paragraph 20(1)(n) as a reserve in re- 
spect of the property sold in.the. course: of 
business, 


(ii) the amount of the transferee’s claim under 
subparagraph 40(1)(a)(iit).or44(1)(e)Gii) in 
respect of the disposition of the property, and 


(iii) the amount of the transferee’s deduction 
under section 64” as a reserve in respect <a the 
disposition of the property 


shall be computed as if the transferee were the 
taxpayer who had disposed of the property and as 
if the property were disposed of by the transferee 
at the time it was disposed of by the taxpayer. 


Related Provisions; 220(3.2), Reg. 600(b) — Late filing of elec- 
tion or revocation; 248(8) — Occurrences as a consequence of 


S. 73(1)(b) 


death. 


History: That pottion of para. 72(2)(b) preceding subpara. (i), and 
subpara. 72(2)(c)(ii),, amended to add to each “or 44(1)(e)(iii)”, and 
cl. 72(2)(b)(ii)(B) amended to add “or 44(1)(e)(i), as the case may 
be”, by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 49(2) to (4), appli- 
cable.to 1990. et seq. 


Pre-RSC History: That portion of aks’ 72(2)(b)(ii) preceding 
cl. (A) amended by. 1988; c. 55, 's. 50,-to substitute. “deemed to have 
been” for “deemed, except for the purposes of section 3 as it applies 
for the purposes of section 110.6, to have been”, applicable to 1988 
et seq. in respect of properties disposed of after 1984: — 


All that portion of. subpara..72(2)(b)(ii): preceding cl, (A), amended 
by 1986, c. 6, s. 35, applicable to 1985. et seq., to substitute “pur- 
pose” for ‘“‘purposes” and to add “except for the purposes of section 
3 as it applies for the purposes of section 110.6”. 


Cls. 72(2)(a)(iii)(C) and (D) substituted by 1985, c. 45, s. 34, appli- 
cable with respect to deaths occurring in taxation years commencing 
after 1984. Cls. T22)(a) (iii (C) and (D) formerly read: 


(C) an amount that, by virtue of subsection 59(1) or (3), has 
been included in computing the transferee’s income for ae 
vious year, or 


(D) for the purposes of subsection A(t. 1), an amount that, by 
virtue of subsection 59(1.1) or (3.1) and paragraph 59(3.2)(c), 
has been-included in computing the transferee’s income-for a 
previous year and to be an amount deducted by the transferee 
pursuant to paragraph 64(1. 1)(a) in computing his income for 
the immediately preceding year, 


Para. 72(2)(c) added by 1980-81-82-83, c. 140, s. 40(1), marae 
after November 12, 1981. 


All that portion of para. 72(2)(a) preceding subpara. (i) substituted, 
cl. 72(2)(a)(iti)(D) added by 1976-77, c. 4, subsecs. 28(2), (3), ap- 
plicable in respect of deaths occurring after May 25, 1976. That por- 
tion of para. 72(2)(a) formerly read: 
(a) any amount in-respect of the property that would, but, for 
paragraph (1)(a), (b) or (d), as the case may be, have been 
~ deductible as a reserve in computing the taxpayer’s income 
for the taxation year in which he dies shall, 


All that portion. of subsec. 72(2) preceding para, aye substituted by 
1973-74, c.. 14, s.. 20, 


Interpretation: Bulletins [Subsec. 72(2)]: IT-152R3: Special 


reserves — sale of land; IT-236R3: Reserves — cispon ion of capi- 


tal property. 
Information Circulars [subsec. 72(2)]: 92-1: Guidelines for 
accepting late, amended or revoked elections. 


Forms [subsec. 72(2)]; T2069: Election in BXpéee of amounts 
not deductible as reserves for the year of death.” 

Definitions [s. 72]: “amount”, “business” — 248(1); “Canada” — 
255; “capital property” — 54, 248(1); “prescribed”, “property” — 
248(1); “resident in Canada” — 250; “spouse”? — 252(4)(a); “taxa- 
tion year” — 11(2), 249; “taxpayer”? — 248(1); “trust” — 104(1), 
248(1), (3). 


73. (1) Inter vivos transfer of property of 
spouse, etc., or trust — For the purposes of this 
Part, where at any time after 1977 any particular cap- 
ital property of a taxpayer has been transferred to 


(a) the taxpayer’s spouse, 


(b).a former spouse of the taxpayer in, settlement 
of rights arising out of their marriage, or: 


“The section 64 meant to: be referred to iss: 64 of R.S.C. 1952, 'c. 148. 
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(c) a trust created by the taxpayer under which 


(i) the taxpayer’s spouse is entitled to receive 
all of the income of the trust that arises before 
the spouse’s death, and 


(ii) no person except the spouse may, before 
the spouse’s death, receive or otherwise ob- 
tain the use of any of the income or capital of 
the trust, 


(d) [Repealed] 


and both the taxpayer and the transferee were resi- 
dent in Canada at that time, unless the taxpayer 
elects in the taxpayer’s return of income under this 
Part for the taxation year in which the property was 
transferred not to have the provisions of this subsec- 
tion apply, the particular property shall be deemed to 
have been disposed of at that time by the taxpayer 
for proceeds equal to, 


(e) where the particular property is depreciable 
property of.a prescribed class, that proportion of 
the undepreciated capital cost to the taxpayer im- 
mediately before that time of all property of that 
class that the fair market value immediately 
before that time of the particular property is of 
the fair market value immediately before that 
time of all of that property of that class, and 


(f) in any other case, the adjusted cost base to the 
taxpayer of the particular property immediately 
before that time, 


and to have been acquired at that time by the trans- 
feree for an amount equal to those proceeds: 


Related Provisions: 40(4) — Where principal residence disposed 
of to a spouse; 53(4) — Effect on adjusted cost, base of share, part- 
nership interest or trust interest; 56.1 Maintenance payments; 
70(6)(a) — Where transfer or distribution to spouse or trust; 
73(1.1) — Interpretation; 74.1(1) — Attribution of income or loss 
on property transferred to spouse; 74.2(1)— Gain or:loss deemed 
that of lender or transferor; 104(4)(a) — Deemed disposition by a 
trust; 108(3) — Meaning of “income” of trust; 108(4) — Trust not 
disqualified by reason only of payment of certain taxes; 148(8) — 
Disposition at non-arm’s length and similar cases; 148(8.1) — Inter 
vivos transfer to spouse; 220(3.2) — Late filing of election or revo- 
cation; 252(3), (4) — Extended meaning of “spouse”, “marriage” 
and “former spouse”; Reg. 600(b) — Late filing of election or 
revocation. 


History: Para. 73(1)(d) repealed by 1994, cv 7, Sch; VII (1993, c. 
24), subsec. 29(1), applicable with respect to transfers of property 
occurring after 1992, Para. (d) formerly read: 


(d) an individual of the opposite sex, under an order for the 
support or maintenance of the individual, made by a compe- 
tent tribunal in accordance with the laws of a province, where 
the individual and the taxpayer cohabited in a conjugal rela- 
tionship before the date of the order, 


Para. 73(1)(d) substituted by 1994, c. 7, Sch. IT (1991, c..49), s. 50, 
applicable with respect to transfers occurring after July 13, 1990. 
Para. 73(1)(d) formerly read: 


(d) an individual pursuant to a decree, order or judgment of a 
competent tribunal made in accordance with prescribed provi- 
sions of the law of a province if that individual either entered 
into a written agreement with the taxpayer in accordance with 
those provisions or is a person within a prescribed class of 
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persons referred to in those provisions, 


Pre-RSC History: All that portion of subsec. 73(1) between paras. 
(d) and (e) substituted by 1980-81-82-83, c. 48, s. 39, applicable 
with respect to property transferred after 1979. That portion for- 
merly read: 


and both the taxpayer and the transferee were resident in Can- 
ada at that time, the particular property shall be deemed to 
have been disposed of at that time by the taxpayer for pro- 
ceeds equal to, 


Subsec. 73(1) substituted by 1977-78, c. 32, subsec. 15(1), applica- 
ble to 1978 et seq. Subsec. 73(1) formerly read: 


73. (1) Inter vivos transfer of property to spouse or 
trust— For the purposes of this Part, where at any time after 
1971 any particular capital property has been transferred by a 
taxpayer to his spouse, or to a trust created by him under 
which 


(a) his spouse is entitled to receive all of the income of 
the trust that arises before the spouse’s death, and 


(b) no person except the spouse may, before the spouse’s 
death, receive or otherwise obtain the use of any of the 
income or capital of the trust, 


and both the taxpayer and the spouse or: trust, as ae case may 
be, were resident in Canada at that time, the particular prop- 
erty shall be deemed to have been disposed of at _— time by 
the taxpayer for proceeds equal to, 
(c) where the particular property is depreciable property 
of a’prescribed class; that proportion of the undepreciated 
capital cost to the taxpayer immediately before that time 
of all property of that class that the fair market value im- 
mediately before that time of the particular property is of 
the fair market value immediately before that time of all 
of that property of that class, and 


(d)_in any other case, the adjusted cost base to the tax- 
payer of the particular property immediately before that 
time, 
and to have been acquired at that time by the spouse or trust, 
as the case may be, for an amount equal to those proceeds. 


Selected Cases: King v. Canada, [1995]'1 C.T.C..2353 (TCC) 
(Conduct of taxpayers may constitute estoppel with respect to attri- 
bution and. timing). 


1.T. Application Rules: 20(1. 1) (where: property owned since 
before 1972). 


Interpretation Bulletins: IT-120R4: Principal dee IT- 
209R: Inter vivos gifts of capital property to individuals directly or 
through trusts; IT-258R2: Transfer of property to a spouse; IT- 
325R2: Property transfers after separation, divorce and annulment. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. :; 


(1.1) Interpretation — For greater ‘certainty, 
where, under the laws of a province or because of a 
decree,-order or judgment of a.competent tribunal 
made in accordance with those laws, a person re- 
ferred to in subsection (1) 


(a) acquires. or is deemed to have acquired, 


- (b) is deemed or declared to have or is awarded, 
or Sci 


(c) has vested in that person, 


property that was or would, but for those provisions, 
have been a capital property of the taxpayer referred 
to in subsection (1), that property shall, for the pur- 
poses of that subsection, be deemed to be capital 
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property of the taxpayer that has been sl to 
that person. ~~ 
History: ‘The opening words of subsec. 73(1.1) substituted by 


1994, c. 21, s. 34, applicable to transfers occurring after: ie 13, 
1990. The opening words formerly read: 


(1.1) Interpretation — For greater certainty; where, by. the 
_ operation of prescribed provisions of the’law Of @ province or 
'-by virtue of a decree, order or judgment.of a competent tribu- 
nal;made in accordance with. those PrewsitRti a, person re- 
ferred to in subsection (1) 


Pre-RSC History: Subsec. 73(1. 1) added by 1977- i> g: ae, sub- 
sec. 15(1), applicable to 1978 ef seq. 


Regulations: 6500(2) (prescribed provisions; no longer neeued), 
I.T. Application Rules: 20(1.1). 


Interpretation Bulletins: IT-258R2: Transfer of property to a 
spouse; IT-325R2: Treperty transfers after separation, divorce and 
annulment. 


(1.2) [Repealed under former van 


_ Pre-RSC History: Subsec. 73(1.2) repealed by 1980-81-82-83, c. | 


140,'s..41, applicable after 1981. Subsec. 73(1.2) formerly read: 


+ (1.2) ldem — For the purposes of subsection (1), “spouse” 
and. “former spouse” includes. a party to a uelsifr voidable 
Marriage, as;the.case may, be. 


Subsec. 73(1. 2) added by 1977-78, ec. 32, subsec, 1504), applicable 
_ to 1978 et seq. 


(2) Capital cost and amount deemed allowed 
to spouse, etc., or trust — Where a transferee is 
deemed by subsection (1) to have acquired any par- 
ticular depreciable property of a prescribed class of a 
taxpayer for an amount determined under paragraph 
(1)(e) and the capital cost'to the taxpayer ofthe par- 
ticular property exceeds the amount determined 
under that paragraph, for the-purposes of sections 13 
and 20 and any regulations made under. paragraph 
sah) 


(a) the capital cost to the transferee of the particu- 
lar property: shall. be.deemed.to be the amount 
that was the capital cost to the taxpayet thereof; 
and 


(b) ‘the excéss shall be deemed to nied been al- 
- lowed to the transferee in respect of the particular 
_ property, under regulations made under paragraph 
20(1)(a) in computing income for taxation years 
before the acquisition thereof. 


Pre-RSC History: Subsec. 73(2) substituted by 1977-78, c. 32, 
Subsec. 15(1), applicable to 1978 et seg. sds eS 73(2) formerly 
read: 


(2) Capital cost and amount deemed allowed to spouse 
or trust — Where a spouse. or trust, as. the case may be, is 
deemed by subsection (1) to have acquired any particular de- 
preciable property of a prescribed class of a taxpayer for an 
amount determined under paragraph (1)(c) and’ the capital 
cost to the taxpayer of the particular property exceeds, the 
amount determined under that-paragraph, for the. purposes, of 
sections 13 and 20 and any regulations made under paragraph 
20(1)(a), 


(a) the capital cost to the spouse or trust, as the case may 
be, of the particular property shall be deemed to be the 
amount that was the capital cost to the taxpayer’ thereof, 
and 


S. '73(3)(b)@) 


(b) the excess shall be*deemed to: have been allowed to 
the spouse-or trust, as the case may be, in respect of the 
particular. property under regulations made under para- 
graph 20(1)(a) in computing in¢éome for taxation years 
before the acquisition thereof. 


1.7; Application Rules: : 20(1.1) (where property owned since 
before. 1972). 


Interpretation. Bulletins: ‘IT-209R: Teh vivos gifts of capital 
property to individuals directly or through trusts;. IT-258R2: Trans- 
fer of property to spouse; IT-325R2: Fngpente: transfers after separa- 
tion, divorce and annulment. ; 


(3) Inter vivos transfer of farm Sasi to 
child — For the purposes of this Part, where at any 
time any land in Canada or depreciable property in 
Canada of a prescribed class of a taxpayer or any eli- 
gible capital property in respect of a business carried 
on in Canada by'a taxpayer is transferred by the tax- 
payer’to:a child: of the taxpayer who was resident in 
Canada immediately before the transfer, and the 
property! was, before the transfer, used principally in 
the business of farming in which the. taxpayer, the 
taxpayer’s. spouse or any of the taxpayer’s children 
was actively engaged.on a regular and continuous 
basis, 


(a) where the property iangtatved was deprecia- 
ble property of a prescribed class, the taxpayer 
_Shall be deemed to have disposed of the property 
at the time of the transfer for proceeds of disposi- 
tion equal to, 


(i) in any case to which neither subparagraph 
(ii) nor (iii) applies, the proceeds of disposi- 
tion otherwise determined, 


(ii) if the proceeds of disposition otherwise 
_ determined exceeded the greater of 


(A) the fair market value of the property 
immediately before the time of the trans- 
fer, and | 


(B) that proportion of the undepreciated 
capital cost to the taxpayer immediately 

‘before the time of the transfer of all of the 
depreciable property of the taxpayer of that 
class that the fair market value at that time 
of ‘the property so: transferred was of the 
fair market value at'that time of all of the 
depreciable property of the taxpayer of that 
class, 


the greater of the amounts referred to in 
clauses (A) and (B), or 


(iii) if the proceeds of disposition otherwise 
determined were less than the lesser of the 
amounts referred to in ‘clauses (ii)(A) and (B), 
the lesser.of those amounts; 


(b) where the property transferred was. land, the 
taxpayer shall be deemed to have disposed of the 
property at the time’ of the transfer for proceeds 
of disposition equal to, . 
(i) in any case to which neither subparagraph 
(ii) nor: (iii) applies, the proceeds of disposi- 
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tion otherwise determined, 


(ii) if the proceeds of disposition otherwise 
determined exceeded the greater of 


(A) the fair market value of the land imme- 
diately before the time of the transfer, and 


(B) the adjusted cost base to the taxpayer 
of the land immediately before the time of 
the transfer, 


the greater of the amounts referred to in 
clauses (A) and (B), or 

(iii) if the proceeds of disposition otherwise 
determined were less than the lesser of the 
amounts referred to in clauses (ii)(A) and (B), 
the lesser of those amounts; 


(b.1) where the property transferred was eligible 
capital property, the taxpayer shall be deemed to 
have disposed of the property at the time of the 
transfer for proceeds of disposition equal to, 
(i) in any case to which neither subparagraph 
(ii) nor (iii) applies, the proceeds of disposi- 
tion otherwise determined, 
(ii) if the proceeds of disposition otherwise 
determined exceeded the greater of 
(A) the fair market value of the property 
immediately before the time of the trans- 


fer, and 
(B) the amount determined by the formula 
4 B 
jaw) 
where 


A is the cumulative eligible capital of the 
taxpayer in respect of the business, 


'B is the fair market value of the property 
immediately before the transfer, and 


C is the fair.market value immediately 
before that time of all eligible capital 
property of the taxpayer in respect of 
the business, 


the greater of the amounts referred to in 
clauses (A) and (B), or 


(ii1) if the proceeds of disposition otherwise 
determined were less than the lesser of the 
amounts referred to in clauses (ii)(A) and (B), 
the lesser of those amounts; 


(c) section 69 does not apply in determining the 
proceeds of disposition of the depreciable prop- 
erty, the land or the eligible capital property; 


(d) the child shall be deemed to have acquired the 
depreciable property or the land, as the case may 
be, for an amount equal to the proceeds of dispo- 
sition determined under paragraph (a) or (b), 
respectively; 


(d.1) where the property transferred was eligible 
capital property of the taxpayer, the child shall be 
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deemed to have acquired a capital property, im- 
mediately after the transfer, at a cost equal to the 
proceeds of disposition determined under para- 
graph (b.1), except that, where the child contin- 
ues to carry on the business previously carried on 
by the taxpayer, the taxpayer’s spouse or any of 
the taxpayer’s children, the taxpayer shall be 
deemed to have acquired an eligible capital prop- 
erty and to have made an eligible capital expendi- 
ture at a cost equal to the total of 


(i) the proceeds of disposition referred. to in 
paragraph (b.1), and 


(ii) */; of the amount determined by the 
formula 


(ax ¢) -p 


where 


A is the amount, if any, determined for F in 
the definition “cumulative eligible capital” 
in subsection 14(5) in respect of the busi- 
ness of the taxpayer immediately before 
the time of the transfer, 


B is the fair market value of the prover im- 
mediately before that time, 


‘C is the fair market value immediately before 
that time of all eligible capital property of 
the taxpayer in respect of the business, and 


D is the amount, if any, included under sub- 
paragraph 14(1)(a)(iv) in computing the 
income of the taxpayer as a result of the 
disposition, 


and, for the purpose of determining at any subse- 
quent time the child’s cumulative eligible capital 
in respect of the business, an amount equal to */4 
of the amount determined under subparagraph (11) 
shall be added to the amount otherwise deter- 
mined in respect thereof for P in the definition 
“cumulative eligible capital’ in subsection 14(5); 


(d.2) for the purposes of determining after the 
time of the transfer 


(i) the amount deemed by subparagraph 
14(1)(a)(v) to be the child’s taxable capital 
gain, and | 


(11) the amount to be included under subpara- 
graph 14(1)(a)(v) or paragraph 14(1)(b) in 
computing the child’s income 


in respect of any subsequent disposition of the 


property of the business, there shall be added to 


the amount otherwise determined for Q in the 
definition “cumulative eligible capital” in subsec- 
tion 14(5) the amount determined by the formula 


B 
JA lds 
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where 


A is-the amount, if any, determined for Q in that 
definition in respect of the business of the 'tax- 
payer. immediately: before the time. of the 
transfer, . . 

_ B is the fair market value immediately before 
that time of the property transferred, and ©" 

C is the fair market value immediately before 
that time of all eligible capital property of the 
taxpayer in respect of the business; and 


‘(e) where the child is deemed to have acquired 
depreciable property of a prescribed class of the 
taxpayer for an amount determined under para- 
graph (d) and the capital cost to the taxpayer of 
the property exceeds the amount determined 
under that paragraph, for the purposes of sections 
13 and 20 and any regulations made under para- 
graph 20(1)(a), 


‘(i) the capital cost to the child of the property 


shall be deemed to be the amount that was the 


capital cost to the taxpayer thereof, and 


(ii) the excess shall be deemed to have been 
allowed to the child in respect of the property 
under regulations made under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition thereof. 

Related Provisions: 44(1.1) — Farm property disposed of to 
child; 70(9) — Transfer of farm property by farmer: to child; 
70(9.6) — Transfer to parent; .70(9.8) ++Leased farm’ property; 


75.1— Gain or loss deemed that of transferor; 110.6(1)“qualified | 


farm. property”(d)(ii) — Property to which, 73(3)(d.1). applies eligi- 
ble for capital gains exemption; 110.6(2) — Capital, gains. exemp- 
tion on farm property; 252(4) — Extended meaning of “spouse”; 
257 — Formula cannot calculate to‘less than zero. MGA 


History: Subpara. 73(3)(d.2)(ii) amended by 1995, c. 3, s. 19, ap- 
plicable to transfers that occur after February 22, 1994. Subpara. (ii) 
formerly read: 


(ii) the amount to be included under een 14(1)(b) in 
computing the child’s income 


That portion of subsec. 73(3) preceding para. (a) amended by 1994, 
c. 7, Sch. VII (1993, c. 24); subsec. 29(2), applicable to. transfers 
occurring after 1992. That portion formerly read: 


(3) Inter vivos transfer of farm property by farmer to his 
child — For the purposes of this Part, where at any time after 
1971 any land in Canada or:depreciable property in Canada 
of a prescribed class of a taxpayer or any eligible. capital 
property in respect of a business carried on in Canada by a 
taxpayer has been transferred: by a taxpayer to a child of the 
taxpayer who was resident in Canada immediately before, the 
transfer, and the property was; immediately before-the. trans- 
fer, used by the taxpayer, the taxpayer’s spouse or any of the 
taxpayer’s children in the business of farming, the following 
rules apply: . 


Cl. 73(3)(b.1)@i)(B) and all that portion of para. (d.1) following 
subpara. (i) amended, and para. (d.2) added, by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsecs. 29(3) to (5), applicable to transfers by a tax- 
payer occurring after the beginning of. the first fiscal period of the 
taxpayer’s business beginning after 1987. Those portions formerly 
read: 


(B) “of the taxpayer’s cumulative eligible capital:in re- 
spect of the business immediately before the time of the 
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transfer, 


~ (ii) the amount, if any, by which » 


(A) the amount, if any, determined for F in the defi- 
nition “cumulative eligible ‘capital’ in subsection 
-14(5) in respect of the business: of the taxpayer im- 
mediately before. the. time of the transfer 


exceeds 


‘(B) the amount, if any, included in the income of the 
taxpayer by reason of See HE ee seri as a. 
result of the disposition, 


and, for the purposes of determining at any time the child’s S 
cumulative eligible capital in respect of the business, an 
amount equal to the amount determined under subparagraph 
(ii) shall be added to the amount otherwise determined for P 
in the definition “cumulative cela pagar in‘ subsection 
14(5); and 
Pre-RSC History: Cl. 73(3)(b:1)Gi)(B) amended to substitute “4/3 
of’ for. ‘‘2 times’, and para..73(3)(d.1) substituted, by 1988, c. 55, 
subsecs. 51(1), (2), applicable with respect to transfers occurring af- 
ter the commencement of the first fiscal period commencing after 
1987’ of ‘a taxpayer’s. business. Para. 73(3)(d.1) formerly read: 


(d.1) where the property transferred was eligible capital prop- 
erty,of the. taxpayer, the child shall be deemed to have ac- 

_ quired a capital property, immediately after the transfer, at a 
cost equal to the proceeds of disposition determined under 
paragraph (b.1) except that, where the child continues to carry 
on the business previously carried on by; the taxpayer, his 
spouse or any of his children, he shall.be deemed to have ac- 
quired an eligible capital property (within.the meaning of par- 
agraph 54(d)) and to have made an eligible capital expendi- 
ture (within the meaning of paragraph “14(5)(b)) atia cost 
equal to those proceeds; and 


Paras. 73(3)(a) to (b.1).amended.by 1985,.c. 45, subsec, 35(1), ap- 
plicable with respect to transfers. occurring after 1981, to substitute 
in each “at the time of the transfer for proceeds of disposition equal 
to” for “at the time of the transfer and to have received proceeds of 
disposition therefor equal to”; to substitute “depreciable property” 
for “depreciable property of the taxpayer” in para. (a); to substitute 
“land” for “land of the taxpayer’ in para. (b); and to substitute. “eli- 
gible capital property” for “eligible capital property in ae ach of a 
business of the taxpayer” in para. (b.1). 


Para. -73(3)(d): amended by 1985, c. 45, subsec. 35(2), to substitute 
“determined” for -“‘deemed to: have been’ received”, Tele to 
transfers occurring after 1981. ; 


All that portion of subsec. 73(3) preceding para. ener para. 73(3)(c) 
substituted, paras. 73(3)(b.1), (d.1) added by 1977-78, ¢.°32; sub- 
secs. 15(2)-(4), applicable to transfers’ of eligible capital property 
after April 10,1978. That portion of subsec. 73(3). preceding para. 
(a), and para. 73(3)(c), formerly read: 


(3) For the purposes of this Part, where at any time after 1971: 
any’ land in Canada or depreciable property in Canada of a \ 
prescribed class of a taxpayer has been transferred by a tax-' 
payer to a child of his who was resident in Canada immedi- 
ately before the transfer, and the property was, immediately 
before the transfer, used by him, his spouse or any of his. chil- 
dren in the business of farming, the following rules apply: 


tee ee 


(c) section 69 does not-apply in determining the proceeds 
of disposition of the depreciable property or the land; 


Subsec. 73(3) added by 1973-74, c. 14, s. 20.1, applicable to 1972 et 
seq. 


1.T. Application Rules: 26(19) Spey oni since before 
1972). 


S. 73(3) 


Interpretation Bulletins: IT-268R4: Jnter vivos transfer of farm 
property to child. 


(4) Inter vivos transfer of family farm 
corporations and partnerships — For the pur- 
poses of this Part; where at any particular time after 
April 10, 1978 a taxpayer has transferred property to 
a child of the taxpayer who was resident in Canada 
immediately before the transfer, and the property 
was, immediately before the transfer, a share of the 
capital stock of a family farm corporation of the tax- 
payer or an interest in a family farm partnership of 
the taxpayer (within the meaning assigned by sub- 
section 70(10)), the following rules apply: 


(a) the taxpayer shall be deemed to have disposed 
of the property at the time of the transfer for pro- 
ceeds of disposition equal to, 


(1) in any case to which neither subparagraph 
(11) nor (iii) applies, the proceeds of disposi- 
tion otherwise determined, 


(ii) if the proceeds of disposition otherwise 
determined exceeded the greater of 


(A) the fair market value of the property 
immediately before the time of the trans- 
fer, and 


(B) the adjusted cost base to the taxpayer 
of the property immediately before: the 
time of the transfer, 


the greater of the amounts referred to in 
clauses (A) and (B), or 


(111) if the proceeds of disposition otherwise 
determined were less than the lesser of the 
amounts referred to in clauses (ii)(A) and (B), 
the lesser of those amounts; 


(b) section 69 does not apply in determining the 
proceeds of disposition of the property; and — 


(c) the child shall be deemed to have acquired the 

property for an amount equal to the proceeds of 

disposition determined under paragraph (a). 
Related Provisions: 53(4) — Effect on adjusted cost base of 
share or partnership interest; 70(9.2) — Transfer of family farm cor- 
porations and partnerships; 70(9.6) — Transfer to parent; 70(10) — 
“child”; 75.1 — Gain or loss deemed that of transfer. 
Pre-RSC History: Para. 73(4)(a) amended by 1985, c. 45, subsec. 
35(3), to substitute “for proceeds of disposition equal to” for “and to 
have received proceeds of disposition therefor equal to”; para. 
73(4)(c) amended by 1985, c. 45, subsec. 35(4), to substitute ““deter- 
mined under paragraph (a)” for “deemed to have been received 
under paragraph (a)”, applicable with respect to transfers occurring 
after 1981, 


Subsec. 73(4) substituted by 1977-78, c. 32, subsec. 15{5), applica- 
ble after April 10, 1978. Subsec. 73(4) formerly read: 


(4) Extended meaning of “child” — For the purposes of 
subsection (3), “child” of a taxpayer includes a child of his 
child and a child of his child’s child. 


Subsec. 73(4) added by 1973-74, c. 14, s. 20.1, applicable to 1972 et 
seq. 


1.T. Application Rules: 20(1.1). 
Interpretation Bulletins: IT-268R4: Jnter vivos transfer of farm 
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property to child. 


Advance Tax Rulings: ATR-56: Purification of a family farm 
corporation. 


(5) Disposition of a NISA — Where at any time a 
taxpayer disposes of an interest in the taxpayer’s 
NISA Fund No. 2, an-amount equal to the balance in 
the fund so disposed of shall be deemed to have been 
paid out of the fund at that time to the taxpayer. ex- 
cept that, ) 


(a) where the interest is disposed of to the tax- 
payer’s spouse, former spouse or an individual 
referred to in paragraph (1)(d) (as it applies to 
transfers of property that occurred before 1993) 
in settlement of rights arising out of their mar- 
riage, on or after the breakdown of the marriage, 
that amount shall not be deemed to have been 
paid to the taxpayer if 


(i) the disposition is made under a decree, or- 
der or judgment of a competent tribunal or, in 
the case of a spouse or former spouse, a writ- 
ten separation agreement, and 


(ii) the taxpayer elects in the taxpayer’s return 
of income under this Part for the taxation year 
in which the property was disposed of to have 
this paragraph apply to the disposition; and 


(b) where the interest is disposed of to a taxable 
Canadian corporation in a transaction in respect 
of which an election is made under section 85, an 
amount equal to the proceeds of disposition in re- 
spect of that interest shall be deemed to be paid, 
at that time, to the taxpayer out of the taxpayer’s 
NISA Fund No. 2. 


History: Subsec. 73(5) added by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 29(6), applicable to dispositions occurring after 1990 except 
that in applying the subsec. before 1993, the reference to “marriage” 
shall be read as a reference to “marriage or other conjugal relation- 
ship”. (After 1992, “marriage” is defined in new 252(4)(b).) 


Pre-RSC History [former subsec. 73(5)]: Former subsec. 
73(5) repealed by 1986, c. 6, s. 36, applicable with respect to dispo- 
sitions made after 1987, and in applying subsec. 73(5) at any time 
after May 22, 1985, all that portion preceding para. (a) shall be read 
as follows: 


(5) For the purpose of this Part, where at any particular time a 
taxpayer has transferred property to his child who was resi- 
dent in Canada immediately before the transfer and the prop- 
erty was, immediately before the transfer, a share of the capi- 
tal stock of a small business corporation, except where the 
rules in subsection 74(2) or 74.2(1) require any taxable capi- 
tal gain from the disposition by the taxpayer of that property 
to be included in the income of a person other than the tax- 
payer, the following rules apply: 


Subsec. 73(5) formerly read: 


(5) Inter vivos transfer of share of the capital stock of 
small business corporation — For the purposes of this Part, 
where at any particular time a taxpayer has transferred prop- 
erty to his child who was resident in Canada immediately 
before the transfer and the property was, immediately before 
the transfer, a share of the capital stock of a small business 
corporation, except where the rules in subsection 74(2) re- 
quire any taxable capital gain from the disposition by the tax- 
payer of that property to be included in the income of a per- 
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son other than the taxpayer, the following rules apply: 


(a) the taxpayer shall be deemed to have disposed of the 
share at the time of the transfer for proceeds of disposi- 
tion equal to the amount, if any, by which 


(i) the fair market value of the share at that time 
exceeds. the lesser of ‘i 

(ii) the taxpayer’s capital gain otherwise determined 

from the disposition of the share, and 

(11) the amount of the’ taxpayer’ s cumulative small 

business gains account immediately before the trans- 

‘fer or such lesser amount as the taxpayer specifies in 

respect of the transfer of the share; 


(b) the child shall be deemed to have acquired the share 
at a cost equal to the proceeds of disposition determined 
under paragraph (a); and 


(c) where two..or more shares have been disposed of at 
the same time, this subsection applies as.if each share had 
been separately disposed of in the order designated by the 
taxpayer or if the taxpayer does not so designate, in the 
order. designated by the Minister. 


All that portion of para. 73(5)(a) preceding subpara. (i) amended by 
1985, c. 45, subsec. 35(5), to substitute “for proceeds of disposition 
equal” for “and to have received proceeds of disposition therefor 
equal”; para. 73(5)(b) amended by 1985, c. 45, subsec. 35(6), to 


substitute “determined under paragraph (a)” for “deemed to have — 


been received by the taxpayer under paragraph (a)”, both amend- 
ments applicable with respect to transfers occurring after 1981. 


All that portion of subsec. 73(3) preceding para. (a) substituted by 
1979, c. 5, s. 24, applicable in respect of a disposition after Novem- 
ber 16, 1978 of a share of the capital stock of a small business cor- 
poration. That portion formerly read: 


(5) For the purposes of this Part, where at any particular time 
a taxpayer has transferred property to a child of his who was 
resident in Canada immediately before the transfer and the 
property. was, immediately before the transfer, a share of the 
capital stock of a small business ‘corporation, the following 
‘rules apply: 
Subsec. 73(5) added by 1977-78, c. 42, s. 6, applicable in respect of 
a disposition after May 25, 1978 of a share of the capital stock of a 
small business corporation. 


Selected Cases [subsec. 73(5)]: Paxton v. Canada, December 
12, 1996, Court File No. A-513-94 (unreported) (FCA) (“Inverse 
sham” had effect of invalidating non-arm’s length transfer); 
Kieboom (A.) v. MNR, [1992]:2 C.:T.C.59 (FCA) (Taxpayer “trans- 
ferred” property to related parties by reducing equity in corporation 
on subscription for shares by related parties). 


Interpretation Bulletins: IT-268R3: Inter vivos transfer of farm 
property to child. 


(6) Application of subsec. 70(10) — The defini- 
tions in subsection 70(10) apply to this section. 
Origin of subsec. 73(6): R.S.C. 1985, c. 1 (Sth Supp.). 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child. 


Definitions [s. 73]: “adjusted cost base” — 54, 248(1); “amount”, 
“business” — 248(1); “Canada” — 255; “capital property” — 54, 
73(1.1), 248(1); “carrying on business” — 253; “child” — 70(10), 
73(6), 252(1); “cumulative eligible capital” — 14(5), 248(1); “de- 
preciable property” ; “eligi i : 

54, 248(1); “farming” — 248(1); “former spouse” — 252(3), (4)(a); 
“income” — of trust 108(3); “individual” — 248(1); “interest in a 
family farm partnership” — 70(10), 73(6); “marriage” — 252(4)(b); 
“NISA Fund No. 2”, “person”, “prescribed” — 248(1); “proceeds of 
disposition” — 54; “property”, “regulation” — 248(1); “resident in 
Canada” — 250; “separation agreement” — 248(1); “share of the 
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capital stock of a family farm corporation” — 70(10), 73(6); 
“spouse” — 252(3), (4)(a); “taxable Canadian corporation” — 
89(1), 248(1); “taxation year” — 11(2), 249; “taxpayer” — 248(1); 
“transfer” — 73(1.1); “trust” — 104(1), = (3); paired Sie ae 
cope cost” — 13(21), 248(1). 


74. [Repealed under former dea 


Pre-RSC History [s. 74]: S. 74 repealed by 1986, c. 6, s. 37, 
applicable with respect to transfers ai property made after May 22, 
1985 except that 


(a) the repeal of the rule in paragraph 74(2)(f) is applicable with 
respect to transfers of property made after 1985, and 


(b) with respect to transfers of property made after May 22, 
1985 and before 1986, subsec. 74(7) shall be read as follows: 


(7) Notwithstanding subsection (2), where a person has 
transferred property either directly or indirectly by means 
of a trust or by any other means whatever to his spouse or 
to a person who has since become his spouse, subsection 
(2) does not apply with respect to any part of a capital 
gain or capital loss of the spouse from an indexed secur- 
ity investment plan that may reasonably be considered to 
relate to the period throughout which the person is living 
apart and is separated from his spouse pursuant to a de- 
cree, order or judgment of a competent tribunal or a writ- 
ten separation agreement or to any part of that period, if 
the person files with his return of income under this Part 
for the taxation year during which he commenced to so 
live apart and be so separated from his spouse an election 
completed jointly with his spouse not to have that subsec- 
tion apply. ° 


S. 74 formerly read: 


74. (1) Transfers to spouse ++ Where a person has on or 
after August 1, 1917, transferred property either directly or 
indirectly by means of a trust or by any other means whatever 
to his spouse, or to a person who has since become his 
spouse, any income or loss, as the case may be, for a taxation 
year from the property or from property substituted therefor 

_ Shall, during the lifetime of the transferor while he is resident 
in Canada and the transferee is his spouse, be deemed to be 
income or a loss, as the case may be, of the transferor and not 
of the transferee. 


(2) Gain or loss deemed that of transferor — Where a per- 
son has, after,.1971, transferred property either directly or in- 
directly. by means of a trust or by any other means whatever 
.to his. spouse, or to a person. who has since become his 
spouse, (which property is referred to.in this subsection as 
“transferred property”), the following rules apply: 


(a) the amount, if any, by which 


(i) the aggregate of the transferee’s taxable capital 
gains for the year from dispositions of transferred 
property other than listed personal property and from 
dispositions of property (other than listed personal 
property) substituted for transferred property 


exceeds 


(ii) the aggregate of the transferee’s allowable capital 
losses for the year from dispositions of transferred 
property other than listed personal property and from 
dispositions of property (other than listed personal 
property) substituted for transferred property, 


shall, during the lifetime of the transferor while the trans- 
feror is resident in Canada and the transferee is his 
spouse, be deemed to be. a taxable, capital gain of the 
transferor, for the year from the disposition of property 
other than listed personal property; 


(b) the amount, if any, by which the vii sne gate deter- 
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mined under subparagraph (a)(ii) exceeds the aggregate 
determined under subparagraph (a)(i) shall, during the 
lifetime of the transferor while the transferor is resident 
in Canada and the transferee is his spouse, be deemed to 
be an allowable capital loss of the transferor for the year 
from the disposition of property other than listed personal 


property; 
(c) the amount, if any, by which 


(i) the amount that the aggregate of the transferee’s 
gains for the year from dispositions of listed personal 
property would be if the transferee had at no time 
owned listed personal property other than listed per- 
sonal property that was transferred property or prop- 
erty substituted therefor 


exceeds 


(ii) the amount that the aggregate of the transferee’s 
losses for the year from dispositions of listed per- 
sonal property would be if the transferee had at no 
time owned listed personal property other than listed 
personal property that was transferred property or 
property substituted therefor, 


shall, during the lifetime of the transferor while the trans- 
feror is resident in Canada and the transferee is his 
spouse, be deemed to be a gain of the transferor for the 
year from the disposition of listed personal property; 


(d) the amount, if any, by which the aggregate deter- 
mined under subparagraph (c)(ii) exceeds the aggregate 
determined under subparagraph (c)(1) shall, during the 
lifetime of the transferor while the transferor is resident 
in Canada and the transferee is his spouse, be deemed to 
be a loss of the transferor for the year from the disposi- 
tion of listed personal property; 


(e) any taxable capital gain or allowable capital loss or 
any gain or loss taken into account in computing an 
amount described in paragraph (a), (b), (c) or (d) shall, 
except for the purposes of those paragraphs, to the extent 
that the amount so described is deemed by virtue of this 
subsection to be a taxable capital gain or an allowable 
capital loss or a gain or loss of the transferor, be deemed 
not to be a taxable capital gain or an allowable capital 
loss or a gain or loss, as the case may be, of the trans- 
feree; and 


(f) such part of the capital gain or capital loss of the 
transferee for the year from an indexed security invest- 
ment plan as may reasonably be considered to be derived 
from the transferred property or property substituted 
therefor shall, during the lifetime of the transferor while 
he is resident in Canada and the transferee is his spouse, 
be deemed to be a capital gain or capital loss, as the case 
may be, of the transferor for the year from an indexed 
security investment plan and shall be deemed not to be 
included in the capital gain or capital loss, as the case 
may be, of the transferee from his plan. 


(3)-(5) [Repealed] 


(6) Application — This section does not apply in respect of a 
transfer by a taxpayer of property 


(a) aS a payment of a premium under a registered retire- 
ment savings plan under which the taxpayer’s spouse is, 
immediately after the transfer, the annuitant (within the 
meanings of subsection 146(1)); or 


(b) as or on account of an amount paid by the taxpayer to 
his spouse in a‘taxation year that is deductible’in comput- 
ing his income for the year and is required to be included 
in computing the income of his spouse. 
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(7) Spouse living apart — Notwithstanding subsections (1) 
and (2), where a person has transferred property either di- 
rectly or indirectly by means of a trust or by any other means 
whatever to his spouse or to a person who has since become 
his spouse, 


(a) subsection (1) does not apply with respect to any in- 
come or loss from the property, or property substituted 
therefor, that relates to the period during which the per- 
son is living apart and is separated'from his spouse pur- 
suant to a decree, order or judgment of a competent tribu- 
nal or a written separation agreement; and 


(b) subsection (2) does not apply with respect to a dispo- 
sition of the property, or property substituted therefor, 
during the period the person is living apart and is sepa- 
rated from his spouse pursuant to a decree, order or judg- 
ment of a competent tribunal or a written separation 
agreement, or to any part of a capital gain or capital loss 
of the spouse from an indexed security investment plan 
that may reasonably be considered to relate to that period 
or any part thereof, if the person files with his return of 
income under this Part for the taxation year during which 
he commenced to so live apart and be so separated from 
his spouse an election completed jointly with his spouse 
not to have that subsection apply. 


(8) Exception — Subsection.(7) does not apply where a per- 
son who is separated from his spouse pursuant to a written 
separation agreement ceases to live apart from that spouse 
within 12 months from the date on which the agreement was 
entered into. 


Para. 74(2)(f) added and para. 74(7)(b) amended to add “or to any 
part of a capital gain or capital loss of the spouse from an indexed 
security investment plan that may reasonably be considered to relate 
to that period or any part thereof’ by 1984, c. 1, s. 33, applicable 
after September 30, 1983. 


Subsecs. 74(3), (4), (5) repealed by 1980-81-82-83, c. 48, subsec. 
40(1), applicable as to subsecs. 74(3), (4), with respect to remunera- 
tion paid after 1979 for services rendered as an employee. after 


1979, and as to subsec. 74(5) with respect to fiscal periods ending 


after December 11, 1979. Subsecs. 74(3) to (5) formerly read: 


(3) Remuneration received as employee of spouse — 
Where a person has received remuneration as an employee of 
his spouse, the amount thereof-shall not be deducted in com- 
puting the spouse’s income and shall not be included in com- 
puting the employee’s income. 


(4) Remuneration received as employee of spouse’s 
partnership — Where, in a taxation year, a person has re- 
ceived remuneration as the employee of a partnership in 
which his spouse was a partner, the proportion of the remu- 
neration that the spouse’s interest in the partnership business 
was of the interest of all the partners shall be deemed to have 
been received by the spouse as part of the income from the 
business for the year and not to have been received by the 
employee. 


(5) Where husband and wife partners in business — 
Where a husband and wife were partners in a business, the 
income of one spouse from the business for a taxation year 
may, in the discretion of the Minister, be deemed to belong to 
the other spouse. 


Subsec. 74(6) substituted by subsec. 40(2) of said c. 48, applicable 
by subsec. 40(4) to 1979 et seg. Subsec. 74(6) formerly read: 
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(6) Transfer to R.R.S.P — This section does not apply in 
respect of a transfer of property by a taxpayer as a payment 
under a registered retirement savings plan under which the 
taxpayer’s spouse is, immediately after the transfer, an annui- 
tant, where that payment would be a premium as described in 
paragraph 146(1)(f) had the transferor been the annuitant 
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under the plan. 


Subsecs. 74(7), (8) added by subsec; 40(2) of said c. 48, subsec. 
74(7) other than para. (b) applicable after, December 11, 1979 with 
respect to any income or loss from property, and para. (b) applicable 
to 1980 et seg. except that where a decree, order or judgment was 
made, or written separation agreement entered into, before 1981, 
para. (b) shall be read as follows: 


(b) subsection (2) does not apply with respect to a disposition 
of the property, or property ‘substituted therefor, during the 
period the person is living ‘apart and is separated from that 
spouse pursuant to a decree, order or judgment of a compe- 
tent tribunal or a written separation agreement, if the person 
files with his return of income under this Part for the 1980-or 
1981 taxation year an election completed jointly with his 
spouse not‘to have the provisions of that subsection apply. 


Subsec. 74(8) is applicable after December 11, 1979. 


Subsec. 74(6) substituted by 1976-77, ¢. 4, .s. 29, applicable to 1974 
et Seq. 


Subsecs. 74(1) and (2) substituted. by 1974-75-76, c. 26, subsec. 
39(1) and by subsec. 39(3, applicable to 1975 et seg. Subsecs. (1) 
and (2) formerly read: 


(1) Where a person has, on or after August 1, 1917, trans- 
ferred property either directly or indirectly, by means of a 
trust-or by any other means whatever to his spouse, or to a 
person who has since become his spouse, the income for a 
taxation year from the property or from property substituted 
therefor shall, during the lifetime of the transferor while he is 
resident in Canada and the transferee is his spouse, be 
deemed to be income of the transferor and not of the 
transferee. 


(2) Where a person has, after 1971, transferred property either 
directly or indirectly, by means of a trust or by any other 
means whatever to his spouse, or to a person who has since 
become his spouse (which property is referred to in this sub- 
section as “transferred property”), in computing the trans- 
feror’s income for any taxation year the amount, if any, by 
which. | 


(a) the aggregate of 


(i) the transferee’s taxable capital gains for the year 
from dispositions of transferred property other than 
listed ‘personal property and from dispositions of 

‘property (other than listed personal property) substi- 
tuted for transferred property, and 


(11) the amount that the transferee’s taxable net gain 
for the year from dispositions of listed personal prop- 

_ erty would be if the transferee had at no time owned .. 
listed personal property or property substituted 
therefor, 


exceeds 


-(b) the aggregate of the transferee’s allowable capital 
losses:for the year from dispositions of transferred prop- 
erty other than listed personal property and from disposi- 
tions, of. property (other than listed personal property) 
substituted, for transferred property, 


_. shall, during the lifetime of the transferor while the transferor 
is resident in Canada and the transferee is his spouse, be 
deemed to be a taxable capital gain of the transferor for the 
year from the disposition of property other than listed per- 
sonal property, and any gain or loss taken into account in 
computing the aggregate described in paragraph (a) or.the ag- 
gregate described in paragraph (b) shall, for the purposes of 
computing the income of the transferee for a taxation year, be 
‘deemed not to have been a gain or loss’ of the transferee. 


Subsec. 74(6) added by 1974-75-76, c. 26, subsec. 39(2), applicable 
to 1974 et seq. 


S. 74.1(2)(a).. 


Selected Cases [subsec. 74(1)]: Kieboom v..MNR, [1992] 2 
C.T.C. 59 (FCA) (Taxpayer “transferred” property to related parties 
by reducing equity in corporation on subscription for shares by re- » 
lated parties). 


74.1 (1) Transfers and loans to’ spouse — 
Where an individual has transferred or lent property 
(otherwise than by an assignment of any portion of a 
retirement pension pursuant to section 65.1 of the 
Canada Pension Plan or a comparable provision ‘of a 
provincial. pension plan as defined in section 3. of 
that Act or of a prescribed provincial pension plan), 
either directly or indirectly, by means of a trust or by 
any other means whatever, to or for the benefit of a 
person who is the individual’s spouse or who has 
since become the individual’s spouse, any income or 


loss, as the case may be, of that person for a taxation 


year from the property or from property substituted 
therefor, that relates to the period in the year 
throughout which the individual is resident in Can- 
ada and that person is the individual’s spouse, shall 
be deemed to be income or a loss, as the case may 
be, of the individual.for the year-and not of that 


person. 


Related Provisions: 73(1) — Transfer to spouse deemed at cost; 
74.1(3) — Repayment of existing indebtedness; 74.2(1) — Gain or - 
loss deemed that of lender or transferor; 82(2) — Attributed divi- 
dends deemed received by taxpayer; 252(4) — Extended: meaning 
of “spouse”. See additional Related provisions and Definitions at 
end of s. 74.1. ‘ 


Pre-RSC History: Subsec. 74.1(1) substituted by. 1987,..c. 46, s. 

25, to add “(otherwise than by an assignment of any portion of a 

retirement pension pursuant to section 64:1 of the Canada Pension 

Plan or a comparable provision of a provincial pension plan.as de-— 
fined in section 3 of that Act or of a prescribed provincial pension 

plan)”, applicable with respect to transfers of property made after’ 
May 22, 1985 and with respect to loans that are outstanding on or 

after May 22, 1985 except that, in the case of a loan ene on 

May 22, 1985, 


(a) subsection 14. 1(1) is. not applicable with respect. to, ious 
that are repaid before 1988; and 


(b).1n the case.of a.loan that-is not ssid before 1988, subsec- 
tion 74.1(1).does not apply to any income or loss, as the case 
may be, relating to any period ending before 1988. 


Regulations: 7800(1) (prescribed provincial. pension plan is the 
Saskatchewan Pension Plan). 


Interpretation Bulletins: IT-295R4: Taxable dividends Sn pee 
after 1987 by a spouse; IT-325R2: Property transfers after separa- 
tion, divorce and annulment; IT-385R2: Disposition of an income 
interest in a trust; IT-434R: Rental of real property by) individual; 
IT-511R: Interspousal and certain other transfers and loans of 


property. 


(2) Transfers and loans to minors — Where an 
individual has transferred or lent property, either di- 
rectly or indirectly, by means of, a.trust, or by. any 
other means whatever, to or for the benefit of a per- 
son who was under 18 years of age (other than an 
amount received in respect of that person as a conse- 
quence of the operation of subsection 122.61(1)) and 
who 


(a) does; not deal, with the individual at.arm’s 
length, or 
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(b) is the niece or nephew of the individual, 


any income or loss, as the case may be, of that per- 
son for a taxation year from the property or from 
property substituted therefor, that relates to the pe- 
riod in the year throughout which the individual is 
resident in Canada, shall be deemed to be income or 
a loss, as the case may be, of the individual and not 
of that person unless that person has, before the end 
of the year, attained the age of 18 years. 


Related Provisions: 69(1)(b) — Transfer not at arm’s length . 


deemed to be disposition at fair market value; 74.1(3) — Repay- 
ment of existing indebtedness; 75(1) — Transfers before May 23, 
1985; 82(2) — Attributed dividends deemed received by taxpayer. 
See also Related provisions and Definitions at end of s, 74.1. 
History: That portion of subsec. 74.1(2) preceding para. (a) 
amended by 1994, c. 7, Sch. VII (1992, c. 48), s. 4, to add the 
phrase in parentheses, applicable to 1993 et seq. 


Pre-RSC History: Subsec. 74.1(2) substituted by 1986, c. 55, s. 
17, to add: 


“and who 
(a) does not deal with the individual at.arm’s length, or 
(b) is the niece or nephew of the individual,” 


applicable with respect to transfers of property made after May 22, 
1985 and with respect to loans that are outstanding on or after May 
22, 1985,-except that in the case of a loan outstanding on May 22, 
1985 


(a) it is not applicable if the loan is repaid before 1988; and 


(b) if the loan is not repaid before 1988, it does not apply to any 
income or loss, as the case may be, relating to any period end- 
ing before 1988. 


Interpretation Bulletins: IT-268R4: Jnter vivos transfer of farm 
property to child; IT-325R2: Property transfers after separation, di- 
vorce and annulment; IT-385R2: Disposition of an income interest 
in a trust; IT-434R: Rental of real property by individual; IT-510: 


Transfers. and loans of property made after May 22, 1985 to a re-. 


lated minor. 


(3) Repayment of existing indebtedness — 
For the purposes of subsections (1) and (2), where, at 
any time, an individual has lent or transferred prop- 
erty (in this subsection referred to as the “lent or 
transferred property”) either directly or indirectly, by 
means of a trust or by any other means whatever, to 
or for the benefit of a person, and the lent or trans- 
ferred property or property substituted therefor is 
used 


(a) to repay, in whole or in part, borrowed money 
with which other property was acquired, or 


(b) to reduce an amount payable for other 

property, 
there shall be included in computing the income 
from the lent or transferred property, or from prop- 
erty substituted therefor, that is so used, that propor- 
tion of the income or loss, as the case may be, de- 
rived after that time from the other property or from 
property substituted therefor that the fair market 
value at that time of the lent or transferred property, 
or property substituted therefor, that is so used is of 
the cost to that person of the other property at the 
time of its acquisition, but for greater certainty noth- 
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ing in this subsection shall affect the application of 
subsections (1) and (2) to any income or loss derived 
from the other property or from property substituted 
therefor. 


Interpretation Bulletins [subsec. 74.1(3)]}: IT-325R2: Property 
transfers after separation, divorce and annulment; IT-510: Transfers 
and loans of property made after May 22, 1985 to a related minor. 


Related Provisions [s. 74.1]: 56(2) — Indirect payments; 
56(4.1:)) — Interest free or low interest loans; 74.3 — Transfers or 
loans to a trust; 74.4(4) — Benefit, not granted to a designated per- 
son;. 74.5(1) — Transfers for fair market value consideration; 
74.5(2) — Loans for value; 74.5(3) — Spouses living apart; 
74.5(6) — Back-to-back loans and transfers; 74.5(7).— Guarantees; 
74.5(9) — Transfers or loans to a trust; 74.5(11) — Artificial trans- 
actions; 74.5(12) — Attribution rules — exemption; 82(2) — Divi- 
dends deemed received; 96(1.8) — Transfer or loan of partnership 
interest; 212(12) — No non-resident withholding tax where income 
attributed; 248(5) — Substituted property. 


Pre-RSC History [s. 74.1]: S. 74.1 added by 1986, c. 6, s. 38, 
applicable with respect to transfers of property made after May 22, 
1985 and with respect to loans that are outstanding on or after May 
22, 1985, except that in the case of a loan outstanding on May 22, 
1985, 


(a) s. 74.1 is not applicable with respect to loans that are repaid 
before 1988; and 


(b) in the case of a loan that is not repaid before 1988, s. 74.1 
does not apply to any income or loss, as the case may be, relat- 
ing to any period ending before 1988. 


Definitions [s. 74.1]: “amount” — 248(1); “arm’s length” — 
251(1); “beneficially interested” — 74.5(10); “borrowed money” — 
248(1); “Canada” 255; “individual” — 248(1); “nephew”, 
“niece” — 252(2)(g); “person”, “property” — 248(1); “resident in 
Canada” — 250; “spouse” — 252(4)(a); “substituted property” — 
248(5); “taxation year” — 249; “trust” — 104(1), 248(1), (3). 


74.2 (1) Gain or loss deemed that of lender or 
transferor — Where an individual has lent. or trans- 
ferred property (in this section referred to as “lent or 
transferred property’), either directly or indirectly, 
by means of a trust or by any other means whatever, 
to or for the benefit of a person (in this subsection 
referred to as the “recipient’’) who is the individual’s 
spouse or who has since become the individual’s 
spouse, the following rules apply for the purposes of 
computing the income of the individual and the re- 
cipient for a taxation year: 


(a) the amount, if any, by which 


(i) the total of the recipient’s taxable capital 
gains for the year from dispositions of prop- 
erty (other than listed personal property) that 
is lent or transferred property or property sub- 
stituted therefor occurring in the period (in 
this subsection referred to as the “attribution 
period’) throughout which the individual is 
resident in Canada and the recipient is the in- 
dividual’s spouse 


exceeds 


(11) the total of the recipient’s allowable capi- 
tal losses for the year from dispositions occur- 
ring in the attribution period of property 
(other than listed personal property) that is 
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lent or transferred property or property substi- 
tuted. therefor 


shall be deemed to be a taxable capital gain of the 
individual for the year from the disposition of 
property other than listed personal property; 


(b) the amount, if any, by which the total deter- 
mined under subparagraph (a)(i1) exceeds the to- 
tal determined under subparagraph (a)(i) shall be 
deemed to be an allowable capital loss of the in- 
dividual for the year from the disposition of prop- 
erty other than listed personal property; 


(c) the amount, if any, by which 


(i) the amount that the total of the recipient’s 
gains for the year from dispositions occurring 
in the attribution period of listed personal 
property that is lent or transferred property or 
property substituted therefor would be if the 
recipient had at no time owned listed personal 
property other than listed personal property 
that was lent or transferred property or prop- 
erty substituted therefor 


exceeds 


(ii) the amount that the total of the recipient’s 
losses for the year from dispositions of listed 
personal property that is lent or transferred 
property or property substituted therefor 
would be if the recipient had at no time owned 
listed personal property other. than listed per- 
sonal property that was lent or transferred 
property or property substituted. therefor, 


shall be deemed to be again of the individual for 
the year from the disposition of listed personal 
property; 

(d) the amount, if any, by which the total deter- 
mined under subparagraph (c)(11).exceeds the to- 
tal determined under subparagraph (c)(i)shall be 
deemed to be a loss of the individual for the year 
from the disposition of listed personal property; 
and 


(e) any taxable capital gain or allowable capital 
loss or any gain or loss taken into account in 
computing an amount described in paragraph (a), 
(b), (c) or (d),shall, except for the» purposes of 
those paragraphs and to the extent that the 
amount so described is deemed by virtue of this 
subsection to be a taxable capital gain or an al- 
lowable capital loss or a-gain or loss of the indi- 


vidual, be deemed not to be a taxable capital gain © 


or an allowable capital loss or a gain or loss, as 
the case may be, of the recipient. 
Related Provisions: 73(1) — Transfer to spouse deemed at cost; 
74.1(1) — Transfers and loans to spouse; 248(5) — Substituted 
property; 252(4) — Extended meaning of “spouse”. See additional 
Related provisions at end of s. 74.2. 


Interpretation Bulletins: See list at end of s: 74.2. 


(2) Deemed gain or loss — Where an amount is 
deemed by subsection (1) or 75(2) or section 75.1 of 


S. 74.2 


this Act, or subsection 74(2) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
to be a taxable capital gain or an allowable capital 
loss of an individual for a taxation year, 


(a) for the purposes of sections 3 and 111, as they 
apply for the purposes of section 110.6, such por- 
tion of the gain or loss as may reasonably be con- 
sidered to relate to the disposition of a property 
by another person in the year shall be deemed to 
arise from the disposition of that property by the 
individual in the, year; and 


(b) for the purposes of section 110.6, that prop- 
erty shall be deemed to have been disposed of by 
the individual on the day on which it was dis- 
posed of by the other person. 


History: Para. 74.2(2)(b) amended by 1995, c. 3, s. 20, applicable 
to 1994 et seq. Para. (b) formerly read: 


(b) for the purposes of section 110.6, that property shall be 
deemed to have been disposed of by. the individual in the 
year. 


That portion of subsec...74.2(2) preceding para. (a) substituted by 
1994, c. 7, Sch. II (1991, c. 49),.s. 51, applicable to 1987 et seq. 
That portion formerly read: 


(2) Deemed gain or loss — Where an individual is deemed 
under subsection (1) or section’75.1 of this Act or subsection 
74(2) of the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, to have a taxable capital gain or allow- 
able capital loss for a taxation year, 
1.T.. Application, Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of. Canada, 1952’’). 
Interpretation Bulletins [subsec. 74.2(2)]: IT-369R: Attribu- 
tion of trust income to. settlor. See also list at end of s. 74.2. 
Related Provisions [s. 74.2]: 74.3 — Transfers or loans to a 
trust; 74.4(4) — Benefit not granted to a designated person; 
74.5 
Loans for value; 74.5(3) — Spouses living apart; 74.5(6) — Back- 
to-back loans and transfers; 74.5(7) — Guarantees; 74.5(12) — At- 
tribution rules — exemption. 
Pre-RSC History [s. 74.2]: Subsec. 74.2(2) substituted by 1988, 
c. 55, s. 52, applicable to 1985 et seg. Subsec. 74.2(2) formerly 
read: 


(2) Deemed gain or loss — For the purposes of sections 3 
and 111 as they apply: forthe purposes of section 110.6, 
where an individual is deemed under subsection (1), subsec- 
tion 74(2) or section 75.1 to have a taxable capital gain or 
‘allowable capital loss fora taxation year, such portion of the 
gain or loss as may reasonably be considered to relate to the 
disposition of a property by another person in the year shall 
be deemed to arise from the disposition of that property by 
the individual in the year. 


S. 74.2 added by 1986, c. 6, s. 38. Subsec. 74.2(1) is applicable with 
respect to transfers of property made after May 22, 1985 and with 
respect to loans that are outstanding on or after May 22, 1985, ex- 
cept that in the case of a loan outstanding on May 22, 1985 


(a) subsec. 74.2(1) is not applicable with respect to loans that 
are repaid before 1988;-and 


(b) in the case of a loan that is not repaid before 1988, section 
74.2 does not apply to any disposition of property occurring 
before 1988. 

Subsec. 74.2(2) is applicable to 1985 et seq. 


Selected Cases [s. 74.2]: King v. Canada, [1995] 1 C.T.C. 2353 
(TCC) (Conduct of taxpayers may constitute estoppel with respect 
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to attribution and timing). 


Definitions [s. 74.2]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1); “Canada” — 255; “individual” —248(1); 
“listed personal property” — 54, 248(1); “person”, “property” 
248(1); “resident in Canada” — 250; “spouse” — 252(4)(a); “sub- 
stituted property” — 248(5); “taxable capital gain” — 38(a), 
248(1); “taxation year” — 249; “trust” — 104(1), 248(1, (3). 

Interpretation Bulletins [s. 74.2]: IT-325R2: Property transfers 


after separation, divorce and annulment; IT-511R: Interspousal and 
certain other transfers and loans of property. 


74.3 (1) Transfers or loans to a trust — Where 
an individual has lent or transferred property (in this 
section referred to as “lent or transferred property’’), 
either directly or indirectly, by means of a trust or by 
any other means whatever, to a trust in which an- 
other individual who is at any time a designated per- 
son in respect of the individual is beneficially inter- 
ested at any time, the following rules apply: 


(a) for the purposes of section 74.1, the income of 
the designated person for a taxation year from the 
lent or transferred property shall be deemed to be 
an amount equal to the lesser of 


(i) the amount in respect of the trust that was 
included by virtue of paragraph 12(1)(m) in 
computing the income for the year of the des- 
ignated person, and 


(ii) that proportion of the amount that would 
be the income of the trust for the year from 
the lent or transferred property or from prop- 
erty substituted therefor if no deduction were 
made under subsections 104(6) or (12) that 


(A) the amount determined under subpara- 
graph (i) in respect of the designated per- 
son for the year . 


is of 
(B) the total of all amounts each of which 
is an amount determined under subpara- 
graph (i) for the year in respect of the des- 
ignated person or any other person who is 
throughout the year a designated person in 
respect of the individual; and 


(b) for the purposes of section 74.2, an amount 
equal to the lesser of 


(i) the amount that was designated under sub- 
section 104(21) in respect of the designated 
person in the trust’s return of income for the 
year, and 


(ii) the amount, if any, by which 


(A) the total of all amounts each of which 
is a taxable capital gain for the year from 
the disposition by the trust of the lent or 
transferred property or property substituted 
therefor 


exceeds 


(B) the total of all amounts each of which 
is an allowable capital loss for the year 
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from the disposition by the trust of the lent 
or transferred property or property substi- 
tuted therefor, 


shall be deemed to be a taxable capital gain of the 
designated person for the year from the disposi- 
tion of property (other than listed personal prop- 
erty) that is lent or transferred property: 
Related Provisions: 82(2) — Attributed dividends deemed re- 
ceived by individual; 248(5) — Substituted property. See additional 
Related provisions at end of s. 74.3. 


(2) Definition of “designated person” — In 
this section, “designated person’, in respect of an in- 
dividual, has the meaning assigned by subsection 
74.5(5). 

Origin of subsec. 74.3(2): R.S.C. 1985, c. 1 (Sth Supp.). 


Pre-RSC History [former subsec. 74.3(2)]: Subsec. 74.3(2) 
repealed by 1986, c. 55, subsec. 18(1), applicable to transfers of 
property made after May 22, 1985 and loans outstanding on or after 
May 22, 1985. Subsec. 74.3(2) formerly read: 


(2) Definition of “designated person” — For the purposes 
of subsection (1), “designated person”, in respect of an indi- 
vidual, means a person 


(a) who is the individual’s spouse; or 
(b) who is under 18 years of age. 


Related Provisions. [s. 74.3]: 56(4.1)— Interest: free or low- 
interest loans; 74.4(4) — Benefit not granted to a designated person; 
74.5(5) — “Designated. person”; 74.5(6).— Back to back loans and 
transfers; 74.5(7) — Guarantees; 74.5(12) — Attribution rules — 
exemption; 75(2) — Reversionary trusts — attribution rules; 
82(2) — Dividends deemed received; 96(1.8) — Transfer or loan of 
partnership interest; 212(12)-—— No non-resident. withholding tax 
where income attributed; 248(25) — Beneficially interested. 


Pre-RSC History [s. 74.3]: S..74.3 added by 1986, c. 6, s. 38, 
applicable with respect to transfers of property made after May 22, 
1985 and with respect to loans that are outstanding on or after May 
22; 1985. 


Definitions [s. 74.3]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1);. “beneficially interested” — 248(25); “desig- 
nated person” — 74.3(2), 74.5(5); “individual” — 248(1); “listed 
personal property” — 54, 248(1); “property” — 248(1); “substituted 
property” — 248(5); “taxable capital gain” — 38(a), 248(1);. “taxa- 
tion year” — 249; “trust” — 104(1), 248(1), (3). 

Interpretation Bulletins [s. 74.3]: IT-510: Transfers and loans 


of property made after May 22, 1985 to a related minor; IT-511R: 
Interspousal and certain other transfers and loans of property. 


74.4 (1) Definitions — In this section, 
“designated person’, in respect of an individual, 
has the meaning assigned by subsection 74.5(5); 
Origin of 74.4(1)“designated person”: R.S.C. 1985, c. 1 (Sth 
Supp.). 
“excluded consideration’’, at any time, means con- 
sideration received by an individual that is 

(a) indebtedness, 


(b) a share of the capital stock of a corporation, 
or ; 


(c) a right to receive indebtedness or a share of 
the capital stock of a corporation. 


(2) Transfers and loans to corporations — 
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Where an individual has transferred or lent property, 
either directly or indirectly, by means of a trust or by 
any other means whatever, to a corporation and one 
of the main purposes of the transfer or loan may rea- 
sonably be considered to be to reduce the income of 
the individual and to benefit, either directly or indi- 
rectly, by means of a trust or by any other means 
whatever, a person who is a designated person in re- 
spect of the individual, in computing the income of 
the individual for any taxation year that includes a 
period after the loan or transfer throughout which 


(a) the person is a designated person in respect of 
the individual and would have been a specified 
shareholder of the corporation if the definition 
“specified shareholder” in subsection 248(1) 
were read without reference to paragraphs (a) and 
(d) of that definition and if the reference therein 
to “any other corporation that is related to the 
corporation” were read as a reference to “any 
other corporation (other than a small business 
corporation) that is related to the corporation’, 


(b) the individual was resident in Canada, and 


(c) the corporation was not.a small business 
corporation, 


the individual shall be deemed to have received as 
interest in the year the amount, if any, by which 


(d) the amount that would be interest on the out- 
standing amount of the loan or transferred prop- 
erty for such periods in the year if the interest 
‘Were computed thereon at the prescribed rate of 
interest for such periods 


exceeds the total of 


(e) any interest received in the year by the indi- 
vidual in respect of the transfer or loan (other 
than amounts deemed by this subsection to be in- 
terest), and 


(f) °/s of all taxable dividends received (other than 
dividends deemed by section 84 to have been re- 
ceived) by the individual in the year on shares 
that were received from the corporation as con- 
sideration for the transferor as repayment for the 
loan that were excluded consideration at the time 
the dividends were received or on shares substi- 
tuted therefor that were excluded consideration at 
that time. 


Related Provisions: 56(4.1) — Interest free or low interest loan 
to individual; 74.4(4) — Benefit not granted to a designated person; 
82(2) — Attributed dividends deemed received by individual; 
248(5) — Substituted property. See additional Related provisions 
and Definitions at end of s. 74.4. 


History: Para. 74.4(2)(a) substituted by 1994, c. 7, Sch. II (1991, c. 
49), s. 52, applicable to 1987 et seq. with respect to loans and trans- 
fers made after October 27, 1986. Para. 74.4(2)(a) formerly read: 


(a) the person is a designated person in respect of the individ- 
ual and would have been a specified shareholder of the corpo- 
ration if the definition “specified shareholder” in subsection 
248(1) were read without reference.to-paragraphs (a) and (d) 


S. 74.4(4)(b) 


of that definition, 


Pre-RSC History: Para. 74.4(2)(f) amended by 1988, c. 55, s. 53, 
to substitute “*/4” for “3”, applicable with respect to taxable divi- 
dends received in 1988 et seq. 


Regulations: 4301(c) (prescribed rate of interest for 74.4(2)(d)). 


Information Circulars: 88-2, para. 10: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Advance Tax Rulings: ATR-25: Estate freeze; ATR-36: Estate 
freeze; ATR-47: Transfer of assets to Realtyco. 


(3) Outstanding amount — For the purposes of 
subsection (2), the outstanding amount of a trans- 
ferred property or loan at a particular time is 


(a) in the case of a transfer of property to a corpo- 
ration, the amount, if any, by which the fair mar- 
ket value of the property at the time of the trans- 
fer exceeds the total of 


(i) the fair market value, at the time of the 
transfer, of the consideration. (other than con- 
sideration that is excluded consideration at the 
particular time) received by the transferor for 
the property, and 


(ii) the fair market value, at the time of re- 
ceipt, of any consideration (other than consid- 
eration that is excluded consideration at the 
particular time) received by the transferor at 
or before the particular time from the corpora- 
tion or from a person with whom the trans- 
feror deals at arm’s length, in exchange for 
excluded consideration previously received by 
the transferor as consideration for the property 
or for excluded consideration substituted for 
such consideration; 


(b) in the case of a loan of money or property to a 
corporation, the amount, if any, by which 


(i) the principal amount of the loan of money 
at the time the loan was made, or 


(ii) the fair market value of the property lent 
at the time the loan was made, 


as the case may be, exceeds the fair market value, 
at the time the repayment is received by the 
lender, of any repayment of the loan (other than a 
repayment that is excluded consideration at the 
particular time). 


(4) Benefit not granted to a designated per- 
son — For the purposes of subsection (2), one of 
the main purposes of a transfer or loan by an individ- 
ual to a corporation shall not be considered to be to 
benefit, either directly or indirectly, a designated 
person in respect of the individual, where 


(a) the only interest that the designated person 
has in the corporation is a beneficial interest in 
shares of the corporation held by a trust; 


(b) by the terms of the trust, the designated per- 
son may not receive or otherwise obtain the use 
of any of the income or capital of the trust while 
being a designated person in respect of the indi- 
vidual; and 
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(c) the designated person has not received or oth- 
erwise obtained the use of any of the income or 
capital of the trust, and no deduction has been 
made by the trust in computing its income under 
subsection 104(6) or (12) in respect of amounts 
paid or payable to, or included in the income of, 
that person while being a designated person in re- 
spect of the individual. 


Pre-RSC History [subsec. 74.4(4)]: Subsec. 74.4(4) added by 
1987, c..46, s. 26, applicable to 1987. et seqg., but only with respect 
to loans and transfers made after October 27, 1986. 


Related Provisions [s. 74.4]: 51(1)(c) — Exchange deemed 
transfer of convertible property by taxpayer to corporation; 
74.5(4) — Exemption where spouses are living separate and apart; 
74.5(5) — “Meaning of designated person”; 74.5(6) — Back-to- 
back loans and transfers; 74.5(7) — Guarantees; 74.5(9) — Trans- 
fers or loans to a trust; 74.5(11) — Artificial transactions; 82(2) — 
Dividends deemed received; 87(2)(j.7) — Amalgamations — con- 
tinuing corporation; 212(12)— No non-resident withholding tax 
where income attributed; 248(25) — Meaning of “beneficial 
interest”. 


Pre-RSC History [s. 74.4]: S. 74.4 added by 1986, c. 55, subsec. 
19(2), applicable to 1987 et seq. but only with respect to loans and 
transfers of property made after October 27, 1986. 


Definitions [s. 74.4]: “amount” —248(1); “arm’s length” — 
251(1); “Canada” — 255; “corporation” — 248(1), Interpretation 
Act 35(1); “designated person” — 74.4(1), 74.5(5); “dividend” — 
248(1); “excluded consideration” — 74.4(1); “individual”, “per- 
son”, “prescribed”, “principal amount”, “property” — 248(1); “re- 
ceived” — 248(7); “resident in Canada” — 250; “share”, “small 
business corporation”, “specified shareholder” — 248(1); “substi- 
tuted” — 248(5); “taxable dividend” — 89(1), 248(1); “taxation 
year’ — 249; “trust” — 104(1), 248(1), (3). 

Pre-RSC History [former s. 74.4]: Former s. 74.4 repealed by 
1986, c. 55, subsec. 19(1), applicable with respect to loans and 


transfers of property made after November 21, 1985. Former s. 74.4 
had read: 


74.4 (1) Definitions — In this section, 


“designated benefit”, at any particular time, in respect of 
property loaned or transferred either directly or indirectly by 
means of a trust or by any other means whatever by an indi- 
vidual (in this definition referred to as the “transferor’’) to a 
corporation, means‘“designated benefit”, at any particular 
time, in respect of property loaned or transferred either di- 
rectly or indirectly by means of a trust or by any other means 
whatever by an individual (in this definition referred to as the 
“transferor’) to a corporation, means 


(a) in the case of a loan of property that is money, the 
principal amount of the loan outstanding at the particular 
time, 


(b) in the case of a loan of property other than money, the 
fair market value of the property at the time the loan was 
made, and 


(c) in the case of a transfer of property, the amount, if 
any, by which 
(i) the fair market value of the property at the time 
the transfer was made to the corporation 
exceeds 
(11) the aggregate of 


(A) the fair market value, at the time the transfer 
was made, of the consideration, other than con- 
sideration that is excluded consideration at the 
particular time, received by the transferor for the 
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property, and 


(B) the fair market value, at the time of receipt, 
of any consideration, other than consideration: 
that is excluded consideration at the particular 
time, received by the transferor at or before the 
particular time from the corporation or from a 
person with whom the transferor deals at arm’s 
length, in exchange for excluded consideration 
previously received by the transferor as consid+ 
eration for the property; 


“designated shareholder” of a subject corporation in respect 
of an individual means a shareholder of the subject corpora- 
tion. that is““designated shareholder” of a subject corporation 
in respect of an individual means a shareholder of the subject 
corporation that is 


(a) a person who is the individual’s spouse, 
(b) a person who is under 18 years of age, 


(c) a partnership of which a person described in para- 
graph (a) or (b) is a member, 


(d) a trust in which a person described in paragraph (a) or 
(b) is beneficially interested, or 


(e) a corporation (other than a small business corpora- 
tion) of which a person described in paragraph (a) or (b) 
is a specified shareholder; 


“excluded consideration”, at any time, means consideration 
received by an individual that is 


(a) indebtedness, 


(b) a share of the capital stock of a corporation, where the 
articles of the corporation provide for more than one 
class of shares at that time, or 


(c) a right to receive a share described in paragraph (b); 


“monthly designated benefit”. in respect of a property, for a 
month or a portion thereof, means the greatest amount that 
the designated benefit in respect of the property is at any time 
in the month or the portion, as the case may be. 


(2) Transfers and loans to corporation for benefit of 
spouse or minor — Where an individual. has loaned or 
transferred property, either directly or indirectly, by means of 
a trust or by any other means whatever, to a corporation (in 
this section referred to as the “subject corporation”) other 
than a small business corporation, in computing the income 
of the individual for a taxation year, with respect to the period 
(in this section referred to as the “relevant period”) in the year 
and after the time of the Joan or transfer and throughout 
which the individual is resident in Canada and any share- 
holder of the subject corporation is a designated shareholder 
in respect of the individual, an amount equal to the amount 
calculated under subsection (3) in respect of the property 
shall be deemed to be a taxable dividend received by the indi- 
vidual in the year from the subject corporation. 


(3) Calculation of amount — For the purpose of subsection 
(2), the amount calculated under this subsection in respect of 
the property with respect to the relevant period in the year is 
the amount, if any, by which the lesser of 
(a) the-amount, if any, by which 
(i) the aggregate of 


(A) the aggregate of all amounts each of which 
is the product obtained when 


(I) the monthly designated benefit in respect 
of the property for a month, or a portion 
thereof, in the relevant period 


is multiplied by 
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(II) 7/3 of the quotient obtained when the rate 
of interest prescribed for the purpose of sub- 
section 161(1) that is in effect during that 
month is divided by 12, and 


(B) the aggregate of all amounts each of which is 
an amount calculated under clause (A) in respect 
of the property with respect to a relevant period 
in a preceding taxation year 


exceeds 
(ii) the aggregate of 


(A) the aggregate of all amounts each of which 

is 4'taxable dividend paid in the year or a preced- 
“ing taxation year to the individual or to a taxable 

Canadian corporation that is wholly-owned by 

him, on a share that is excluded consideration re- 

ceived ‘by him as consideration for the loan or 

transfer of the property or excluded ‘considera- 
_ tion substituted therefor, and 5a 


(B) 7 of the aggregate of all amounts each of 
which is an amount included»in computing the 
_ income for the year or a preceding taxation year 

of the individual or a taxable ,Canadian, corpora- 

tion that is wholly-owned by him as interest on 
excluded consideration, received by him as con- 

~ sideration for the loan or transfer of the property 
or on excluded consideration substituted there- 
for, and 


)@) the aggregate of all amounts each of which is 


“@) a'taxable dividend paid by the subject corporation | 


in the relevant period or a relevant period ina pre- 
ceding taxation year to a designated shareholder of 
the subject corporation in respect of the individual, 
or, 


(ii) a capital gain of the individual’s spouse from a 
disposition of property occurring ‘in the ‘relevant pe- 
riod or in a relevant period in a preceding taxation 
year, to the extent that the gain may reasonably be 
attributed to an increase in the value of the property 
loaned or transferred or Re property substituted 
therefor 


exceeds 


(c) the aggregate of all amounts each of which is an 
amount calculated under this subsection for the purpose 
of subsection (2) in respect of the property for a preced- 
ing taxation year. 


(4) Deduction permitted — Where an individual has loaned 
or transferred property, either directly or indirectly, by means 
of a trust or by any other means whatever, to a corporation 
and as a consequence thereof an amount (in this subsection 
referred to as the “attributed amount’) has, by virtue of sub- 
section (2), been deemed to be a taxable dividend received 
from a subject corporation by an individual in a taxation year, 
the following rules apply: 


(a) an.amount equal to the lesser of 


(1) the aggregate of all taxable dividends paid by:the 
subject corporation in the year to a designated share- 
holder of the subject corporation in respect-of the in- 
dividual, and 


(ii) that portion of the attributed amount that 


(A) the amount determined under subparagraph 
(i) in respect of the designated Sree One! for 
the year 


is of 
(B) the aggregate of all amounts each of which is 


an amount determined under subparagraph (i) for 

_. the year in respect of.a designated shareholder of 
the subject. corporation in respect of the 
individual’ ” 


shall be deemed not to be ‘a taxable dividend received 
from the subject corporation in the year by the designated 
shareholder; and 


- (b) an‘amount equal to the lesser of 


(i) the amount that would have been the amount de- 
termined under subparagraph (3)(b)(ii) forthe year in 
respect of the designated shareholder if that pee: 
graph were read without reference to the words “ 

in a relevant period in a preceding taxation ho” 
and 


(ii) the amount, if any, by which 
(A) the attributed amount 

exceeds 
(B) the aggregate of all amounts each of whichis 
an amount determined under paragraph. (a). for. 
the year in respect of a designated shareholder of | 


the subject corporation in respect of the. 
individual, 


shall be deemed not to be a eae gain of i designated. 
shareholder from the disposition of a property by him in 
the year. 


(5) Time of dividend — For the purposes of this: section, 
where one or more loans or transfers of property have been 
made as part of a series of transactions or events which in- 
cludes the payment of a dividend, and it may reasonably be 
considered that the payment of the dividend was made in con- 
templation of such loans or transfers, the dividend shall, be 
deemed to. have, been paid immediately after the first such 
loan or transfer, as the case may be. 


S. 74.4 added by 1986, c. 6, s. 38, applicable with respect to loans 
and transfers of property made after November 21,1985. 


74.5 (1) Transfers for fair market considera- 
tion — Notwithstanding any other provision of this 
Act, subsections 74.1(1) and (2) and section 74.2 do 
not apply to any income, gain or loss. derived in a 
particular taxation year from transferred property or 
from property substituted therefor if 


(a) at the time of the transfer the fair market value 
of the transferred property did not exceed the fair 
market value of the property received by the 
transferor as consideration for the transferred 
property; 

(b) where the consideration received by the trans- 
feror included indebtedness, 


(i) interest was charged on the indebtedness at 
a rate equal to or greater than the lesser of 


(A) the prescribed rate that was in effect at 
the time the indebtedness was incurred, 
and 


(B) the rate that would, rdetihd regard to 
all the circumstances, have been agreed on, 
at the time the indebtedness was incurred, 
between parties dealing with each other at 
arm’s length, 


(ii) the amount of interest that was payable i in 
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respect of the particular year in respect of the 
indebtedness was paid not later than 30 days 
after the end of the particular year, and 


(iii) the amount of interest that was payable in 
respect of each taxation year preceding the 
particular year in respect of the indebtedness 
was paid not later than 30 days. after the end 
of each such taxation year; and 


(c) where the property was transferred to or for 
the benefit of the transferor’s spouse, the trans- 
feror elected in the transferor’s return of income 
under this Part for the taxation year in which the 
property was transferred not to have the provi- 
sions of subsection 73(1) apply. 


Related Provisions: 74.5(6) — Back-to-back loans and transfers; 
252(4) — Extended meaning of “spouse”. See additional Related 
provisions and Definitions at end of s. 74.5. 


Pre-RSC History: Cl. 74.5(1)(b)(i)(A) amended by 1990, c. 39, 
subsec. 16(1), to substitute “prescribed rate” for “‘rate prescribed for 
the purpose of subsection 161(1)”, applicable with respect to inter- 
est to be calculated in respect of periods after September 1989. 


Regulations: 4301(c) rate of interest for 


74.5(1)(b)G)(A)). 
Interpretation Bulletins: IT-510: Transfers and loans of property 


made after May 22, 1985 ‘to’a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(prescribed 


(2) Loans for value — Notwithstanding any other 
provision of this Act, subsections 74.1(1) and (2) and 
section 74.2 do not apply to any income, gain or loss 
derived in a particular taxation year from lent prop- 
erty or from property substituted therefor if 


(a) interest was charged on the loan.,at a rate 
equal to or greater than the lesser of 


(i) the prescribed rate that was in effect at the 
time the loan was made, and 


(i1) the rate that would, having regard to all 
the circumstances, have been agreed on, at the 

~ time the loan was made, between parties deal- 
ing with each other at arm’s length; 


(b) the amount of interest that was payable in re- 
spect of the particular year in respect of the loan 
was paid not later than 30 days after the end of 
the particular year; and 


(c) the amount of interest that was payable in re- 
spect of each taxation year preceding the particu- 
lar year in respect of the loan was paid not later 
than 30 days after the end of each such taxation 
year. 


Related Provisions: 74.5(7) — Guarantees. See additional Re- 
lated provisions and Definitions at end of s. 74.5. 


Pre-RSC History: Subpara. 74.5(2)(a)(i) amended by 1990, c. 39, 
subsec. 16(2), to substitute “prescribed rate” for “rate prescribed for 
the purpose of subsection 161(1)”, applicable with respect to inter- 
est to be calculated in respect of periods after September 1989. 


Regulations: 4301(c) (prescribed rate of interest for 74.5(2)(a)(i)). 


Interpretation Bulletins: [T-510: Transfers and loans of property 
made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 
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(3) Spouses living apart — Notwithstanding sub- 
section 74.1(1) and section 74.2, where an individual 
has lent or transferred property, either directly or in- 
directly, by means of a trust or by any other means 
whatever, to or for the benefit of a person who is the 
individual’s spouse or who has since become the in- 
dividual’s spouse, 


(a) subsection 74.1(1) does not apply to any in- 
come or loss from the property, or property sub- 
stituted therefor, that relates to the period 
throughout which the individual is living separate 
and apart from that person because of a break- 
down of their marriage; and 


(b) section 74.2 does not apply to a disposition of 
the property, or property substituted therefor, oc- 
curring at any time while. the individual is living 
separate and apart from that person because of a 
breakdown of their marriage, if an election com- 
pleted jointly with that person not to have that 
section apply is filed with the individual’s return 
of income under this Part for the taxation year 
that includes that time or for any preceding taxa- 
tion year. 
Related Provisions: 252(4) — Extended meaning of “spouse”. 


History: Para. 74.5(3)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), s. 53, applicable to transfers of property made after May 22, 
1985, and loans outstanding on or after May 22, 1985. Para. 
74.5(3)(b) formerly read: 


(b) section 74.2 does not apply with respect to a disposition 
of the property, or property substituted therefor, during the 
period throughout which the individual is living separate and 
apart from that person by reason of a breakdown of their mar- 
riage, if the individual files with the individual’s return of in- 
come under this Part for the taxation year during which the 
individual commenced to so live separate and: apart from that 
person an election completed jointly with that person not to 
have that section apply. 


Pre-RSC History: Paras. 74.5(3)(a) and (b) substituted’ by 1986, c. 
55, subsec. 20(1), applicable with respect to transfers of property 
made after May 22, 1985 and loans outstanding on or after May 22, 
1985. Paras, 74.5(3)(a) and (b) formerly read: 


(a) subsection 74.1(1) does not apply with respect to any in- 
come or loss from the property, or property substituted there- 
for, that relates to the period throughout which the individual 
is living apart and is separated from that person pursuant to a 
decree, order or judgment of a competent tribunal or a written 
separation agreement; and 


(b) section, 74.2 does not apply with respect to a disposition 
of the property, or property substituted therefor, during the 
period throughout which the individual is living apart and is 
separated from that person pursuant to a decree, order or 
judgment of a competent tribunal or a written separation 
agreement, if the individual files with his return of income 
under this Part for the taxation year during which he com- 

_ menced to'so live apart and be so separated from that person 
an election completed jointly with that person not:to have that 
section apply. 


Interpretation Bulletins: IT-434R: Rental of real property by 
individual; IT-511R: Interspousal and certain other transfers and 
loans of property. 


(4) Idem — No amount shall be included in com- 
puting the income of an individual under subsection 
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74.4(2) in respect of a designated person in respect 
of the individual who is the spouse of the individual 
for any period throughout which the individual is liv- 
ing separate and apart from the designated person by 
reason of a breakdown of their marriage. 
Related Provisions: See Related provisions and Definitions at 
end of s. 74.5. 

Pre-RSC History: Subsec. 74.5(4) substituted by 1986, c. 55, 
subsec. 20(2), applicable with respect to transfers.of property made 


after May 22, 1985 and loans outstanding on or after May 22, 1985. 
Subsec. 74.5(4) formerly read: 


(4) Idem — Notwithstanding any other provision of this Act 
and except as provided in subsection (5), where an individual 
has loaned or transferred property, either directly. or indi- 
rectly, by means of a trust or by any other means whatever, to 
a corporation the shareholders, of which include 


(a) a person who is or who has since become the individ- 
ual’s spouse, 


(b).a partnership of which such a person is a member, 


(c) a trust in which such a person is beneficially inter- 
ested, or 


(d) another corporation of which such a person is the sole 

shareholder, 
no amount shall be determined under subparagraph 
74.4(3)(b)(i) or (ii) in respect of a taxable dividend paid by 
the corporation to that person or that other corporation or in 
respect of a capital gain realized by that person with respect 
to the period throughout which the individual is living apart 
and is separated from that person pursuant to a decree, order 
or judgment of a competent tribunal or a written separation 
agreement. U 


(5) Definition of “designated person” — For 
the purposes of this section, “designated person” in 
respect of an individual, means a person 


(a) who is the spouse of the individual; or 
(b) who is under 18 years of age and who 


(i) does not deal with the individual at, arm’s 
length, or 


(ii) is the niece or nephew of the individual. 
Related Provisions: 252(4) — Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 74.5(5) substituted by 1986, c.. 55, 
subsec. 20(2), applicable with respect to transfers of property made 
after May 22, 1985 and loans outstanding on or after May 22, 1985. 
Subsec. 74.5(5) formerly read: 


(5) Exception — Subsections (3) and (4) do not apply where 
an individual who is separated from his spouse pursuant to a 
written separation agreement ceases to live apart, from that 
spouse within 12 months after the date on which the agree- 
ment was entered into. 


Interpretation Bulletins: IT-511R: Interspousal and certain other 


transfers and loans of property. 


(6) Back to back loans and transfers — Where 
an individual has lent or transferred property 


(a) to another person and that property, or prop- 
erty substituted therefor, is lent or transferred by 
any person (in this subsection referred to as a 
“third party’) directly or indirectly to or for the 
benefit of a specified person with respect to the 
individual, or 


Related Provisions: 74.5(8) — “Specified: person”. 


S. 74.5(8). 


(b) to ‘another person on condition that property 
be lent or transferred. by any person.(in this sub- 
section referred to as a “third party’’) directly or 
indirectly to or for the benefit of a specified per- 
son with respect to the individual, 


the following rules..apply: 


(c) forthe purposes of sections 74:1, 74. 2, 74.3 
and 74.4; the property lent or transferred’ by: the 
third party shall be deemed to have been lent or 
transferred, as the case may be, by the individual 
to or for the benefit of the specified: person, and 


(d) for the purposes of subsection (1), the consid- 
eration received by the third party for the transfer 
of the property shall be deemed to have been re- 
ceived by the individual. : 
See addi- 
tional Related provisions and Definitions at end of.s. 74.5. 

Pre-RSC History: Subsec. 74.5(6) amended by 1986; c: 55, sub- 
sec. 20(2), to substitute “directly or indirectly to.or for the benefit 
of’ for “to or for the benefit of’ in paras. (a) and (b) and to substi- 
tute “sections 74.1, 74.2, 74.3 and 74.4” for “sections 74.1, 74.2 and 
74.4”, applicable with respect to transfers of property made after 


' May 22, 1985 and loans outstanding on or after May 22, 1985. 


Interpretation Bulletins: IT-510: Transfers and loans of property 
made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(7) Guarantees — Where an individual’is ‘obli- 


gated, either absolutely or contingently, to effect any 
undertaking including any guarantee, covenant or 


agreement’ given ‘to ensure the repayment; in whole 


or in part, of a loan.made by any person. (in this sub- 
section referred. to as the “third party’’) directly or in- 
directly. to. or for the benefit of a specified: person 
with respect to. the individual.or the payment, in 
whole or in part, of any interest payable in respect.of 
the loan, the following rules apply: 


(a) for the purposes of sections 74.1, 74.2, 7h) 3 
and 74.4, the property lent by the third party shall 
be deemed to have been lent by the individual to’ 
or for the benefit of the specified person; and 
(b) for the purposes of paragraphs (2)(b) and (c), 
the amount of interest that is paid in respect of 
the loan shall be deemed not to include any 
amount paid by the individual to the third party 
as interest on the loan. | 


Related Provisions: 74.5(8) — “Specified person”. See addi- 


_ tional Related provisions, and, Definitions at end ofs. 74.5. 


Pre-RSC History: Subsec.'74.5(7) amended by 1986, c..55, sub- 
sec. 20(2), to substitute “directly or indirectly to or for the benefit 


_ of” for “‘to or for the benefit of” in that portion of subsec. 74.5(7) 
preceding para. (a) and to substitute “sections 74.1, 74.2, 74.3 and 


74.4” for “sections 74.1, 74.2 and 74.4” in para. (a), applicable with 
respect to transfers of property made after May 22, 1985 and loans 
outstanding on or after May'22;'1985. 

Interpretation Bulletins: IT-510: Transfers and loans of property 
made after May 22, 1985 to arelated minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(8) Definition of “specified person” — For the 
purposes of subsections (6) and (7), “specified per- 
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son”, with respect to an individual, means 


(a) a designated person in respect of the individ- 
ual; or | 


(b) a corporation, other than a small business cor- 
poration, of which a designated person in respect 
of the individual would have been a specified 
shareholder if the definition “specified share- 
holder’-in subsection 248(1) were read without 
reference to paragraphs (a) and (d). of that 
definition. 

Pre-RSC History: Subsec. 74.5(8) substituted by 1986, c. 55, 

subsec. 20(2), applicable with respect to transfers of property made 


after May 22, 1985 and loans outstanding on or after May 22, 1985. 
Subsec. 74.5(8) formerly read: 


(8) “Specified person” defined — For the purposes of sub- 
sections (6) and (7), “specified person”, with respect to an 
individual, means 
(a) a person who is or who has become the spouse of the 
individual; 
(b) a person who is under 18 years of age; or 
(c) a corporation, other than a small business corporation, 
the shareholders of which include a person described in 
paragraph (a) or (b), a trust in which such a person is 
beneficially interested, a partnership of which such a per- 
son is a member or another corporation, other than a 
' small business corporation, of which such a person is a 
specified shareholder. 


Interpretation Bulletins: IT-510: Transfers and loans of property 
made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(9) Transfers or loans to a trust — Where a tax- 
payer has lent or transferred property, either directly 
or indirectly, by means of a trust or by any other 
means whatever, to a trust in which another taxpayer 
is beneficially interested, the taxpayer shall, for the 
purposes of this section and sections 74.1 to 74.4, be 
deemed to have lent or transferred the property, as 
the case may be, to or for the benefit of the other 
taxpayer. 

Related Provisions: 248(25) — Beneficially interested. 
Interpretation Bulletins: IT-510: Transfers and loans of property 


made after May 22, 1985 to a related minor; IT-511R; Interspousal 
and certain other transfers and loans of property. 


(10) [Repealed] 


History: Subsec. 74.5(10) repealed by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 30, applicable after 1990. (See subsec. 248(25).) Subsec. 
(10) formerly read: 


(10) Beneficially interested — For the purposes of this sec- 
tion and sections 74.1 to 74.4, a taxpayer is beneficially inter- 
ested in a trust if the taxpayer has any right (whether immedi- 
ate or future, whether absolute or contingent or whether 
conditional on or subject to the exercise of a discretionary 
power by any person or persons) to receive any of the income 
or capital of the trust either directly from. the trust or indi- 
rectly through one or more other trusts. 


(11) Artificial transactions — Notwithstanding 


any other provision of this Act, sections 74.1 to 74.4 
do not apply to a transfer or loan of property where it 
may reasonably be concluded that one of the main 
reasons for the transfer or loan was to reduce the 
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amount of tax that would, but for this subsection, be 
payable under this Part on the income and gains de- 
rived from the property or from property substituted 
therefor. 

Interpretation Bulletins: IT-510: Transfers and loans of property 


made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(12) Where sections 74.1 to 74.3 do not ap- 
ply — Sections 74.1, 74.2 and 74.3 do not apply in 
respect of a transfer by an individual of property 


(a) as a payment of a premium under a registered 
retirement savings plan under which the individ- 
ual’s spouse is, immediately after the transfer, the 
annuitant (within the meaning of subsection 
146(1)) to the extent that the premium is deducti- 
ble in computing the income of the individual for 
a taxation year; 


(a.1) as an amount contributed under a provincial 
pension plan prescribed for the purposes of para- 
graph 60(v) under which the individual’s spouse 
is, immediately after the transfer, the annuitant 
(within the meaning assigned by subsection 
146(1)) or the owner of the account under the 
plan to the extent that the amount does not ex- 
ceed the amount by which the amount prescribed 
for the purposes of subparagraph 60(v)(ii) for the 
year in respect of the plan exceeds the total of all 
other contributions to the plan for the year to the 
account of the spouse under the plan; or 


(b) as or on account of an amount paid by the in- 
dividual to another individual who is the individ- 
ual’s spouse or a person who was under 18 years 
of age in a taxation year and who 


(i) does not deal with the individual at arm’s 
length, or 


(11) is the niece or nephew of the individual, 


that is deductible in computing the individual’s 
income for the year and is required to be included 
in computing the income of the other individual. 
Related Provisions: 146(5.1) — Amount of spousal-RRSP pre- 


miums deductible; 146(8.3) — Spousal RRSP payments; 252(4) — 
Extended meaning of “spouse”. 


Pre-RSC History: Para. 74.5(12)(a.1) added by 1987; c. 46, s. 
26.1, applicable to 1987 et seq. 

Subsec. 74.5(12) added by 1986, c. 55, subsec. 20(3), applicable 
with respect to transfers of property after May 22, 1985. 


Interpretation Bulletins [subsec. 74.5(12)]: IT-510: Transfers 
and loans of property made after May 22, 1985 to a related minor; 


_IT-511R: Interspousal and certain other transfers and loans of 


property. 

Related Provisions [s. 74.5]: 51(1)(c)— Exchange deemed 
transfer of convertible property by taxpayer to corporation; 
87(2)G.7) — Amalgamations — continuing corporation; 248(5) — 
Substituted property. 

Pre-RSC History [s. 74.5]: S. 74.5 added by 1986, c. 6, s. 38, 
applicable with respect to transfers of property made after May 22, 


1985 and with respect to loans that are outstanding on or after May 
22,;1985. 


Definitions [s. 74.5]: “amount” — 248(1); “arm’s length” — 


584 


Subdiv. f — Rules re Computation of Income 


251(1); “beneficially interested” — 248(25); “capital gain” — 
39(1)(a); 248(1); “corporation” — 248(1), Interpretation Act 35(1); 
“designated person” — 74.5(5); “individual” — 248(1);. “mar- 
riage” — 252(4)(b); “nephew”, “niece” — 252(2)(g); “person”, 
“prescribed”, “property” — 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “shareholder”, “small business corpora- 
tion” —248(1); “specified person” — 74.5(8);, “specified. share- 
holder” — 248(1); “spouse” — 252(4)(a); “substituted property” — 
248(5); “taxable dividend” — 89(1), 248(1); “taxation year” — 
249; “taxpayer” —248(1); “trust” — 104(1), 248(1), (3): 


75. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 75(1) repealed by. 1986, c. 6, subsec. 
39(1), applicable with respect to transfers of property after May aa, 
1985. Subsec. 75(1) formerly read: ~ 


TD. (1) Transfers. to. minors — Where a taxpayer has, since 
1930, transferred property to a person who was under, 18 
years of age, either directly or indirectly, by means of a trust 
or by any other means whatever, any income or loss, as the 
case may be, for a taxation year from the property or from. 
property substituted therefor shall, during the lifetime of the 
transferor while he is.resident in Canada, be. deemed. to. be 
“income or a loss, as the case may be, of the transferor and not 
of the transferee, unless the transferee has, before the end of 
the year, attained the age of 18 years. 


Subsec..75(1) substituted by 1974-75-76, c. 26, s. 40; saath. to 
1975 et seq. Subsec. 75(1) formerly read: 


75. (1) Where a taxpayer has, since 1930, transferred atapelly 
to a person who was under 18 years of age, either directly or 
indirectly, by means of a trust or by any other means 
whatever, the income for a taxation year from the property or 
from property substituted therefor shall, during the lifetime of 
the transferor while he is resident in Canada, be deemed to be 
income of the transferor and not of the transferee, unless the 
transferee has, before the end of the year, attained the age of 
18 years 


Selected Cases [subsec. 75(1)]: Harvey v. Canada, [1995] 1 
C.T.C. 2507 (TCC) (Minimum formalities required where subsec. 
75(1) sought to be avoided). 


(2) Trusts — Where; by:a trust created in any man- 
ner whatever since 1934, property is held on condi- 
tion 


(a) that it or property substituted therefor may 


(i) revert to the ‘person from whom the prop- 
erty or property.for: which it was substituted 
was directly or indirectly received (in this 
subsection referred to as “the person’’), or 


(ii) pass to persons to be determined by the 
person at a time subsequent to the creation of 
the trust, or 


(b) that, during the lifetime’ of the person, the 
property shall not be disposed of except with the 
person’s consent or in accordance with the ‘per- 
son’s direction, ' 


any income or loss from the property or from prop- 
erty substituted therefor, any taxable capital gain or 
allowable capital loss from the disposition of the 
property or of property substituted therefor, shall, 
during the lifetime of the person while the person is 
resident in Canada be deemed to be income or a loss, 
as the case may be, or a taxable capital gain or al- 


S. 75(3): 


lowable capital loss, as the case’ may” be, of the 
person. 


_ Related Provisions: 56(4.1) — Interest free’ or low interest loans: 


74.2(2) — Deemed gain or loss; 75(3) — Exceptions; 82(2) — Div- 
idends deemed received; 107(4.1) — Denial of rollover under sub- 
sec. 107(2); 160(1) — Tax. liability — non-arm’s length property 
transfer; 212(12) — Deemed payments to spouse, etc; 248(5) — 
Substituted property; ,296(1,2)(f)(iv) — Associated corporations — 
where shares owned by trust described in 75(2). 


Pre-RSC History: All that portion of subsec.. 75(2) puatane 
para. (b) substituted by 1986, c. 6, subsec. 39(2), applicable to 1987 
et seq., to delete: the words added by 1984, c. 1, and to substitute 
“the person” for “such person” in two places. 


All that portion of subsec. 75(2) following para. (b) substituted by 
1984, c. 1, subsec. 34(1), to add “or such part of any capital. gain or 
capital loss from an indexed security investment plan as may rea- 
sonably be considered to be derived from the property or from, prop- 
erty substituted therefor” immediately before “shall, during the life- 
time”, and “a capital gain or capital loss, as the case. may be” 
immediately before “or a taxable capital gain”, applicable after Sep- 
tember, 30, 1983. 


Interpretation Bulletins: IT-325R2: Propehy transfers after sep- 


_ aration, divorce and*annulment; IT-369R: Attribution of trust in- 
, come to settlor; IT-447: Residence of a trust or estate. 


(3) Exceptions — Subsection (2) does not apply to 


property held in a taxation year 
(a) by a trust governed by a registered pension 
plan, an employees profit sharing plan, a regis- 
tered supplementary unemployment benefit plan, 
a registered retirement savings plan, a deferred 

- profit sharing plan, a registered education savings 
plan, a registered retirement income fund or an 
employee benefit plan; 

(6b) by an employee trust, a related segregated 
fund trust (within the meaning assigned by para- 
graph 138.1(1)(a)) or a trust Sailings in para- 
graph 149(1)(); 

(c) by a trust that 
(i) is not resident in Canada, 


(ii) is resident in a country under the laws of 
which..an income tax 1s imposed, 


(iii) is exempt under the laws referred to in 
subparagraph (11) from the payment of income 
tax to the government of the country of which 
the trust is a’ resident, and 


(iv) was established principally in connection 
with, or the principal purpose of which is to 
administer or provide benefits under, one or 

. more superannuation, pension. or retirement 
funds or plans or any, funds or plans estab- 
lished to provide employee benefits; 


(c.1) by a mining reclamation trust; or 
 (d) by a prescribed trust. 


_ History: Para. 75(3)(c.1) added by 1995, c. 3, s. oT applicable to 


taxation years that end after February 22, 1994. 


Pre-RSC History: Para. 75(3)(a).amended by 1990, c. 35, s. 29, to 
substitute “pension plan” for “pension fund or plan’, applicable af- 
ter 1985. 


Para. 75(3)(a) substituted by 1986, c. 6, subsec. 39(3), to delete “a 
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registered home ownership savings plan” from after “a registered 
education savings plan”, applicable to 1986 et seq. 


Subsec. 75(3) added. by 1985, c. 45, s. 36, applicable to. 1982 et seq: 


Subsec. 75(3) repealed by 1980-81-82-83, c. 48, s. 41, applicable 
after December 11, 1979. Subsec. 75(3) formerly read: 


(3) New property deemed substituted — For the purpose 
of this section and section 74, where a person who did own or 
hold property has disposed of it and acquired other property 
in substitution therefor and subsequently, by one or more fur- 
ther transactions, has effected one or more further substitu- 
tions, the property acquired by any such transaction shall be 
deemed to have been substituted for the property originally 
owned or held. 


Regulations: No trusts prescribed for purposes of 75(3)(d) to date. 


Definitions [s. 75]: “allowable capital loss” — 38(b), 248(1); 
“Canada” — 255; “capital gain”, “capital loss” —39(1), 248(1); 
“deferred profit sharing plan” — 147(1), 248(1); “employee benefit 
plan” — 248(1); auployee profit sharing plan” — 144(1), 248(1); 
“employee trust”, “mining reclamation trust”, “person”, “prop- 
erty” — 248(1); “registered education savings plan” — 146.1(1), 
248(1); “ i ; “registered retirement 
income: fund” — 146.3(1), 248(1); “registered' retirement ‘savings 
plan” — 146(1), 248(1); “registered supplementary unemployment 
; “resident in Canada” — 250; “‘sub- 
stituted Property me xe) “taxable capital gain” — 38(a), 
248(1); “taxation year” — 249; ie ge ee “trust” — 
104(1), 248(1), (3). 


Interpretation Bulletins [s. 75]: IT-260R: Transfer of property 
to a minor; IT-268R3: Jnter vivos transfer of farm property to child; 
IT-369R: Attribution of trust income to settlor. 


75.1 (1) Gain or loss deemed that of trans- 
feror — Where 


(a) subsection 73(3) or (4) applied to the transfer 
of property (in this subsection referred to as 
“transferred property’) by a taxpayer to a child of 
the taxpayer, me 


(b) the transfer was made at less than the fair 
market value of the transferred property immedi- 
ately before the time of the transfer, and 


(c) in a taxation year, the transferee disposed of 
the transferred property and did not, before the 
end of that year, attain the age of 18 years, 


the following rules apply: _ 
(d) the amount, if any, by which 


(i) the total of the transferee’s taxable capital 
gains for the year from dispositions of trans- 
ferred property 


exceeds 


(i1) the total of the transferee’s allowable capi- 
tal losses for the year from Se of 
transferred property, 


shall, during the lifetime of the transferor while 
the transferor is resident in Canada, be deemed to 
be a taxable capital gain of the transferor for the 
year from the disposition of property, 


(e) the amount, if any, by which the total deter- 
mined under subparagraph (d)(ii) exceeds the to- 
tal determined under subparagraph (d)(i) shall, 
during the lifetime of the transferor while the 
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transferor is resident in Canada, be deemed to be 
an allowable capital loss of the transferor for the 
year from the disposition of property, and 


(f) any taxable capital gain or allowable capital 
loss taken into account in computing an amount 
described in paragraph (d) or the amount de- 
scribed in paragraph (e) shall, except for the pur- 
poses of those paragraphs, to the extent that the 
amount so described is deemed by virtue of this 
subsection to be a taxable capital gain or an al- 
lowable capital loss of the transferor, be deemed 
not to be a taxable capital gain or an allowable 
capital loss, as the case may be, of the transferee. 
Related Provisions: 38 — Taxable capital gain and allowable 
capital loss; 39(1) — Capital gain and capital loss; 74.2(2) — 
Deemed gain or loss. 
History: Para. 75.1(1)(a) amended by 1994, c. 7, Sch. II (1991, c. 
49), s..54, applicable to property transferred after 1989. Para. 
Ws 1(1)(a) formerly read; 


(a) a taxpayer has, after 1971, Mtns rred property (in ‘this 
subsection referred ‘to as “transferred property’’) to a child of 
the taxpayer in circumstances where subsection 73(3) applied 
in respect of the transfer, 


Pre-RSC History: All that portion of subsec. 75.1(1) following 
para. (c) substituted by 1974-75-76, c.26, s. 41, applicable to 1975 


_ et seq. That portion formerly read: 


in computing the transferor’s income for any taxation year the 

amount, if any, by which 
(d) the aggregate of the transferee’s taxable capital gains 
for the year from the disposition of the transferred 
property, 

exceeds 


(e) the aggregate of the transferee’s allowable capital 
losses for the year from the disposition of the transferred 
property, 
shall, during the lifetime of the transferor while the transferor 
is resident in Canada, be deemed to be a taxable capital gain 
) of the transferor for the year from the disposition of property, ’ 
and any gain or loss taken into account in computing the ag- - 
gregate described in paragraph (d) or the aggregate described 
in paragraph (e) shall, for the purposes of computing the in- 
come of the transferee for a taxation year, be deemed not to 
_haye been a gain or loss of the transferee. 


(2) Definition of “child” — For the purposes of 
this section, “child” of a taxpayer includes a child of 
the taxpayer’s child and a child of the taxpayer’s 
child’s child. 


Related Provisions: 70(10) — Parallel definition for other pur- 
poses; 252(1) — Further extended meaning of “child”. 


Pre-RSC History [s. 75.1]: S. 75.1 added by 1973-74, c. 14, s. 
20.2, applicable to 1972 et seq. 

Definitions [s. 75.1]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1); “Canada” — 255; “child” — 75,1(2); 252(1); 
“property” — 248(1); “resident in Canada” — 250; “taxable capital 
gain” — 38(a), 248(1); “taxation year” — 249; “taxpayer” — 
248(1). 

Interpretation Bulletins [s. 75.1]: IT-268R4: Inter vivos ansile 
of farm property to child. 


76. (1) Security in satisfaction of income 
debt — Where a person receives a security or other 
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right or a certificate of indebtedness or other evi- 
dence of indebtedness wholly or partially as payment 
of, in lieu of payment of or in satisfaction of, a debt 
that is then payable, the amount of which debt would 
be included in computing the person’s income if. it 
were paid, the value of the security, right or indebt- 
edness or the applicable portion thereof shall, not- 
withstanding the form or legal effect of the transac- 
tion, be included in computing the person’s income 
for the taxation year in which it is received. 


Related Provisions: 214(4) — Non-resident — securities. 


Selected Cases [subsec. 76(1)]: Nellis v. The Queen, [1986] 2 
C.T.C. 216 (FCTD) (Mortgage received in satisfaction of debt was 
security in lieu of payment and included in income); Pendray 
Farms Ltd. et al. v. The Queen, [1980] C.T.C. 109 (FCTD) 
(Amounts received in cash by marketing association as agent and 
then by taxpayer in “revolving loan fund certificates” taxable). 


Advance Tax Rulings: ATR-6: Vendor reacquires business as- 
sets following default by purchaser. © 


(2) Idem — Where a wetting or other right or a cer- 
tificate of indebtedness or other evidence of indebt- 
edness is received by a person wholly or partially as 
payment of, in lieu of payment of or in satisfaction 
of, a debt before the debt is payable, but is not itself 
payable or redeemable before the day on which the 
debt is payable, it shall, for the purpose of subsection 
(1), be deemed to be received by the person holding 
it at that time when the debt becomes payable. 


History: Subsecs. 76(1), (2) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), s. 55, applicable to securities, rights, certificates of 
indebtedness and .other evidences of indebtedness received after 
July 13, 1990. Subsecs. 76(1), (2) formerly read: 


76. (1) Security in satisfaction of income debt— Where a 
person has received a security or other right or a certificate of 
indebtedness or other evidence of indebtedness wholly or par- 
tially as, in lieu of payment of, or in satisfaction of, a debt 
that was then payable, the amount of which debt would be 
included in computing the person’s income if it had been 
paid, the value of the security, right or indebtedness or the 
applicable portion thereof shall, notwithstanding the form or 
legal effect of the transaction, be included in computing the 
**person’s income for the taxation year in which it was 
- received. 


(2) ldem — Where a security or other right or a certificate of 
indebtedness or other evidence of indebtedness has been re- 
ceived by a person wholly or partially as, in lieu of payment 
of, or in satisfaction of, a debt before the debt was payable, 
but was not itself payable or redeemable before the day on 
which the debt was payable, it shall, for the purpose of sub- 
section (1), be deemed to have been received when the debt 
became payable. by the person holding it at that time. 


(3) Section enacted for greater certainty — 
This section is enacted for greater certainty and shall 
not be construed as limiting the generality of the 
other provisions of this Part by which amounts are 
required to be included in computing income. 


(4) Debt deemed not to be income debt — 
Where a cash purchase ticket or other form of settle- 


S. 76 


ment prescribed pursuant to the Canada Grain Actor 
by the Minister is issued to a taxpayer in respect of 
grain delivered in a taxation year of a taxpayer to a 
primary elevator or process elevator and the ticket or 
other form of settlement entitles the holder thereof to 
payment by the operator of the elevator. of. the 
purchase price, without interest, stated in the ticket 
for the grain at a date that is after the end of that 


taxation year, the amount of the purchase: price 


stated in the ticket or other form of settlement shall, 


notwithstanding any other provision of this section, 


be included in computing the income of the taxpayer 
to whom the ticket or other form of settlement was 
issued for the taxpayer’s taxation year immediately 
following the taxation year in which the grain was 
delivered and not for the taxation year in which the 
grain was delivered. 


Related Provisions: 76(5) — Meaning of ‘certain expressions. 


Interpretation Bulletins: IT-184R: Deferred cash purchase tick- 
ets issued for grain; IT-433R: Farming or fishing — use of cash 
method. 


(5) Definitions of certain expressions — In 
subsection (4), the expressions “cash purchase 
ticket’, “operator”, “primary elevator” and “process 
elevator” have the meanings assigned by the Canada 
Grain Act and “grain” means wheat, oats, barley, 
rye, flaxseed and rapeseed produced in the desig- 
nated area defined by the Canadian Wheat Board 


Act. 


Related Provisions: 24—Ceasing to carry on business; 


214(4) — Non-resident’s tax-on securities income. 


Pre-RSC History: Subsecs. 76(4), (5) substituted by 1974-75-76, 
c. 26, s. 42, pi eal to 1974 et seq. Subsecs. 76(4), (5) formerly 
read: 


(4) Where a cash purchase ticket is issued to a taxpayer in 
respect of grain delivered in a taxation year of a taxpayer toa 
primary elevator and’such ticket entitles the holder thereof-to 
payment by the operator of the elevator of the purchase price, 
without interest, stated in the ticket for the grain at a date that 

_is after the end of that taxation year, the amount of the 
purchase price stated in the ticket shall, notwithstanding any 
other provision of this section, be included in computing the 
income of the taxpayer to whom the ticket was issued for his 
taxation year immediately following the taxation: year:in 
which the grain was delivered and not for the taxation, year in 
which the grain was delivered. 


(5) For the purposes of subsection (4), the expressions “‘cash 
purchase ticket”; “operator” and “primary elevator” have the 
meanings assigned by the Canada Grain Act and “grain” 
means wheat, oats, barley, rye, flaxseed and rapeseed pro- 
duced in the designated area defined by the Canadian Wheat 
Board Act. 


Subsecs..76(4), (5) added by 1973-74, c. 30, subsec. 6(1), applicable 
to 1973 et seq. 


Definitions [s. 76]: 
payer’:— 248(1);.“ 


“amount”, “Minister”, “person”, “tax- 


Interpretation Bulletins [s. 76]: IT-77R: Securities in satisfac- 
tion of an income debt. 
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77. [Repealed] 


History: S. 77 repealed by 1995, c. 21, s. 52, applicable to ex- 
changes occurring after October 1994, S. 77 formerly read» 


77. Bond conversion — Where a bond of a debtor is ac- 
quired by a taxpayer in exchange for ba Ng bond of the” 
same debtor and 


(a) the terms of the bond for which it was exchanged con- 
ferred on the holder thereof the right to make the ex- 
change, and 


(b) the amount payable to the holder of the bond on its 
maturity is the same as the amount that would have been 
payable to the holder of the bond for which it was ex- 
changed on the maturity of that bond, 


the cost of the bond so acquired and the sale price of the bond 
for which it-was exchanged shall be deemed to be, 


(c) in the event that the bond that was exchanged was 
property described in an inventory of a business carried 
on by the taxpayer, the amount at which it had been val- 
ued at the end of the last complete fiscal period of the 
business preceding the exchange, or 


(d) in any other event, the adjusted cost base to the tax- 
payer of the bond that was exchanged, immediately 
before the exchange. 


Pre-RSC History: Para. 77(a) substituted by 1974-75-76, c. 26, s. 
43, applicable to exchanges of bonds after May 6,.1974. Para. 77(a) 
formerly read: 


. (a) the terms on which the bond for which it was exchanged 
was issued conferred upon the holder thereof the right to 
make the exchange, and 


78. (1) Unpaid amounts — Where an amount in 
respect of a deductible outlay or expense that was 
owing by a taxpayer to a person with whom the: tax- 
payer was not dealing at arm’s length at the time the 
outlay or expense was incurred and at the end of the 
second taxation year following the taxation year in 
which the outlay or expense was incurred, is unpaid 
at the end of that second taxation year, either 


(a) the amount so unpaid shall be included in 
computing the taxpayer’s income for the third 
taxation year following the taxation year in which 
the outlay or expense was incurred, or 


(b) where the taxpayer and that person have filed 
an agreement in prescribed form on or before the 
day on or before which the taxpayer is required 
by section 150 to file the taxpayer’s return of in- 
come for the third succeeding taxation year, for 
the purposes of this Act the following rules Mae 
ply: 
(1) the amount so unpaid shall be deemed to 
have been paid by the taxpayer and received 
by that person on the first day of that third 
taxation year, and section 153, except subsec- 
tion 153(3), is applicable to the extent that it 
would apply if that amount were being paid to 
that person by the taxpayer, and 


(ii) that person shall be deemed to have made 
a loan to the taxpayer on the first day of that 
third taxation year in an amount equal to the 
amount so unpaid minus the amount, if any, 
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‘deducted or withheld therefrom by the tax- 
payer on account of that person’s tax for that 
third taxation year. . rT 


Related Provisions: 12(1)(b)—ncome inclusion ‘for certain! 
amounts not received until after end of year; 78(3) — Late filing; 
78(4) — Unpaid: remuneration; 78(5) — Application; 80(1)“ex- 
cluded obligation”(c) — Obligation not subject to debt forgiveness 
rules; 127(26) — Parallel rule for unpaid amounts re investment tax. 
credit; 248(1)“salary deferral arrangement’(k) — No SDA where, 
bonus ‘paid within 3 years. “ 


Interpretation Bulletins: IT-109R2: Unpaid amounts; = 152R3: 
Special reserves — sale of land. 2 8 


Information Circulars: 88-2, para. 16: General anti- ‘oidiues 


rule — section 245 of the Income Tax Act. 


Forms: T2047: Agreement in respect of anpaidie amounts. 


(2) Idem — Where an amount in respect.of a de- 
ductible outlay or expense that was owing by a tax- 
payer that is a corporation to a person with whom the 
taxpayer was not dealing at arm’s length is unpaid at 
the time when the taxpayer is wound up, and the tax- 
payer is wound up before the end of the second taxa-, 
tion year following the taxation year in which the 
outlay or expense was incurred, the amount. so.un-, 
paid shall be included..in computing the taxpayer’s, 
income for the taxation year in which itis wound up.. 


Related Provisions: 80(1)“excluded obligation’ (c) — Oe 
not subject to debt forgiveness rules. ; 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 


(3) Late filing — Where, in respect of an amount 
described in subsection (1) that was owing by a tax= 
payer to a person, an agreement in a form prescribed 
for the purposes of this section is filed after the day 
on or before which the agreement is required to be 
filed for the purposes of paragraph.(1)(b), both 
paragraphs (1)(a) and (b)-apply in respect of the said 
amount, except that paragraph (1)(a) shall be read 
and construed as requiring 25% only of the said 
amount to be included in computing the taxpayer's 
income. 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 


(4) Unpaid remuneration. and_ other 
amounts — Where an amount in respect of a tax- 
payer’s expense that is a superannuation or pension 
benefit, a retiring allowance, salary, wages or other 
remuneration (other than reasonable vacation or holi- 
day pay or a deferred amount under a salary deferral 
arrangement) in respect of an office or employment 
is unpaid on the day that is 180:days after the:end of 
the taxation year in which the expense was incurred, 
for the purposes of this Act other than this subsec- 
tion, the amount shall be deemed not to have been 
incurred as an expense in the year and shall be 
deemed to be incurred as an expense in the taxation 
year in which the amount is paid. 

Related Provisions: 37(11) — SR&ED expense must be Sie 
as such even if not deductible due to 78(4); 80(1)“excluded obliga- 
tion”(c) — Obligation not subject to debt forgiveness rules; 
127(9)“qualified expenditure’’(e) — Exclusion from investment tax 
credit; 127(26) — Unpaid: amounts re investment, tax «credit; 
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248(1)‘‘salary. deferral. arrangement”(k) — No-SDA- where bonus 
paid within 3 years. 


History: ‘Subsec. 78(4) amended ‘S 1994, c. 7, Sch. II (1991, c. 
49), s. 56, to add “a superannuation or pension benefit, a retiring 
allowance”, applicable to expenses incurred after July 1990. 


For earlier History, see under 78(5). 


Selected Cases [subsec. 78(4)]: The Queen v. Vand R Enter- 
prises Ltd., [1979] C.T.C. 465 (FCTD) (Payments at year-end to of- 
ficers in addition to basic salaries were not “bonuses”, but part of 
regular remuneration, and: deductible); McClain:Industries of Can- 
ada Inc. v. The Queen, [1978] C.T.C. 511.dFCTD) (Unpaid com- 
missions assigned. to non-resident company taxable as benefits con- 
ferred on another). 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 
Forms; T2049: Agreement in respect of unpaid remuneration. 


(5) Where subsec. (1) does not apply — Sub- 
section (1) does not apply in any case where subsec- 
tion (4) applies. 

Pre-RSC History [subsecs. 78(3)-(6)]: Subsecs. 78(3) to (5) 
substituted for former subsecs. 78(3) to (6) by 1986, c. 55, s. 21, 


applicable with respect to expenses incurred in taxation years com- 
mencing after February 25, 1986. Those subsections formerly read: 


(3) Unpaid remuneration — Where an amount in respect of 

a deductible outlay or expense that was owing by a taxpayer 
to a person as salary, wages or other remuneration in respect 
of:an_office or employment is unpaid atthe end of the first 
taxation year following the taxation year in which the outlay 
or expense was.incurred, either ; 


(a) the amount so unpaid shall be included in computing 

the taxpayer’s income for the second taxation year fol- 

lowing the taxation year in which the outlay or expense 
was incurred, or 


(b) where the taxpayer and that person have filed an 

agreement in prescribed form on or before the day on or 

before which the taxpayer is required by section 150 to 

file his return of income for the first taxation year follow- 

ing the taxation year in which the outlay or expense was 

-, incurred, for the purposes of this Act the following rules 

apply: 

(1) the amount so unpaid shall: be ene to have 

been paid by the taxpayer and received by that per- 

son on the first day of the said second taxation year, 

and section 153, except subsection (3) thereof, is ap- 

plicable..to, the.extent that it would apply if that 

_ amount were being paid to that person by the tax- 
“payer; and 


(ii) that person shall be deemed to have made a loan 
to the taxpayer on the first day of the said second 
taxation year in an amount equal to the amount so 
unpaid minus the amount, if any, deducted or with- 
held. therefrom by the taxpayer on account of that 
person’s tax for the said second taxation year. 


_ (4) Where unpaid at time corporation wound up — Where 
an amount in respect of a deductible outlay or expense de- 
scribed in subsection (3) that was owing by a taxpayer that is 
a corporation is unpaid: at the time when the: taxpayer is 
wound up, and the taxpayer is wound up before the end of the 
first taxation year following. the taxation year in which the 
outlay or expense was incurred, the amount so unpaid shall be 
included in computing the taxpayer’s income for the taxation 

“:year in*which it is wound up. 


(5) Application — Subsection (1) does not apply in any case 
where subsection (3) applies and subsection (2) does not ap- 
ply in any case where subsection (4) applies. 


S. 79(2) 


~ (6).Late filing —- Where, in respect of an.amount described in 

_, Subsection (1).or (3) that was owing by a taxpayer to a per- 
‘son, an agreement in a form prescribed for the purposes of 
this section is filed after the day on or before which the agree- 
ment is required to be filed for the purposes of paragraph 
(1)(b) or paragraph (3)(b), as the case may’ be, both 
paragraphs (1)(a) and (1)(b)or paragraphs (3)(a) and (3)(b); 
as the case may be, apply in respect of the said amount, ex- 
cept that paragraph (1)(a) or paragraph (3)(a), as the case may 
be, shall be read and construed as requiring 25% only of the 
said amount to be included in computing the taxpayer’s 
income. 


Definitions [s.. 78]:. “amount” — 248(1); “arm’s. length” — 
251(1);. “corporation” — 248(1), Interpretation Act 35(1); “deferred 
amount”, “employment”, “% Pek ”. “prescribed”, Mpa. 


office”, “person”, 
allowance”, “salary deferral arrangement”, aeaneny or wages”, “s 
“taxation year’ — 


perannuation or pension benefit” — 248(1);: 
11(2),249; “taxpayer”: — 248(1). 


Interpretation Bulletins [s. 78]: IT-109R2: Unpaid amounts; IT- 
152R3: Special reserves — sale of land. 


79. (1) Definitions — In this section, 


“creditor” of a particular person includes a person 
to whom the particular person is obligated to pay an 
amount under a mortgage or similar obligation and, 
where property was sold to the particular person 
under a conditional sales agreement, the seller of the 
property (or any assignee with respect to the agree- 
ment) shall be deemed to be a creditor of the particu- 
lar person in respect of that property; 


Related Provisions: 79: 1(1)“creditor” — Definition applies to s. 
TOMS 


“debt”. includes an.obligation to pay an amount 
under a mortgage or. similar obligation or under a 
conditional sales, agreement; 
Related Provisions: 79.1(1)‘debt” — Definition applies: to s. 
79.1. 
‘person’’ includes a. partnership; 
Related Provisions: 79:1(1)person” — Definition applies to s. 
P94 53 
“property” does not include 

(a) money, or 

(b) indebtedness owed by or guaranteed by the 


government of a country, or a province, state, or 
other political subdivision of that country; 


Related Provisions: 79.1(1)“property” — 
OAs 


Definition applies to s. 


“specified amount”’ ‘at ‘any time of a debt owed or 
assumed by a person means 


. (a) the unpaid Sees amount of the debt at that 
time, and: 

(b) unpaid interest phan to that time on the 
debt. 


Related Provisions: 79.1(1)‘specified amount” — 
plies to S. 79.1. 


(2) Surrender of property — For the purposes of 
this section, a property is surrendered at any time by 
a person to another person where the beneficial own- 


Definition ap- 
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ership of the property is acquired or reacquired at 
that time from the person by the other person and the 
acquisition or reacquisition of the property was in 
consequence of the person’s failure to pay all or part 
of one or more specified amounts of debts. owed by 
the person to the other person a before 
that time. 

Related Provisions; 79.1(2) — Seizure of property by creditor; 
180.2(1)“adjusted income” — No OAS ‘clawback on gain, to which 
79(2) applies. 


(3) Proceeds of disposition for debtor — 
Where a particular property is surrendered at any 
time by a person (in this subsection referred to as the 


“debtor’) to a creditor of the debtor, the debtor’s 


proceeds of disposition of the particular property 
shall be deemed to be the amount:determined by the 
formula 


: AFre 
(Ail Poet Grett, Die teiancet Ue bes 


where 


A is the total of all specified amounts of debts of the 
debtor that are in respect of properties surren- 
dered at that time by the debtor to the creditor 
and that are owing immediately before that time 
to the creditor; 


B is the total of all amounts each of. which is.a.spec- 
ified amount of a debt that is owed by the debtor 
immediately before that time to a person (other 
than the creditor), to the extent that the amount 
ceases to be owing by the debtor as a conse- 
quence of properties being surrendered at that 
time by the debtor to the creditor; 


C is the total of all amounts each of which is a spec- 
ified amount of a particular debt that is owed by 
the debtor immediately before that time to a per- 
son (other than a specified amount included in the 
amount determined for A or B as a consequence 
of properties being surrendered at that time by the 
debtor to the creditor), where 


(a) any property surrendered at that time by 
the debtor to the creditor was security for 


(i) the particular debt, and. 


(11) another debt that is owed by the debtor 
immediately before that time to the*credi- 
tor, and 


(b) the other debt is pipers to the particu- 
lar debt in respect of that property; 


(a) where a specified amount of a debt owed 
by the debtor immediately before that time to 
a person (other than the creditor) ceases, as a 
consequence of the surrender at that time of 
properties by the debtor to the creditor, to be 
secured by all properties owned by the debtor 
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immediately before that time, the lesser of 


(i) the amount, if any, by which the total of 
all such specified amounts exceeds the 
portion of that total included in any of the 
amounts determined for B or C as a conse- 
quence of properties being surrendered at 
that time by the debtor to the creditor, and 


(ii) the amount, if any, by which the total 
cost amount to the debtor of all properties 
surrendered at that time by the debtor to 
the creditor exceeds the total amount that 
would, but for this description and the 
description of F, be determined under this 
subsection as a consequence of the surren- 
der, and 


(b) in any other case, nil; 


(a) where the particular property is surren- 
dered at that time by the debtor in circum- 

stances in which paragraph 69(1)(b) would, 
but for this subsection, apply and the fair mar- 
ket value of all properties surrendered at that 
time by the debtor to the creditor exceeds the 
amount that would, but for this description 
and the description of F, be determined under 
this subsection as a consequence of the sur- 
render, that excess, and 


(b) in any other case, nil; 


F is the total of all amounts each of which is the 
lesser of 


(a) the portion of a particular specified 
amount of a particular debt included in the 
amount determined for A, B, C or D in com- 
puting the debtor’s proceeds of disposition of 
the particular property, and 


(b) the total of 


(i) all amounts included under paragraph 

6(1)(a) or subsection 15(1) in computing 

the income of any person because the par- 

ticular debt was settled, or deemed by sub- 

section 80.01(8) to have been settled, at or 

before the end of the taxation year that in- 
_Cludes that time, 


(ii) all amounts renounced under subsec- 
tion 66(10), (10.1), (10.2) or (10.3) by the 
debtor in respect of the particular debt, 


(iii) all amounts each of which is a for- 
given amount (within the meaning as- 
signed by subsection 80(1)) in respect of 
the debt at a previous time that the particu- 
lar debt was deemed by subsection 
80.01(8) to have been settled, 


(iv) where the particular debt is an ex- 
cluded obligation (within the meaning as- 
signed by subsection 80(1)), the particular 
specified amount, and 
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(v) the lesser of 


(A) the unpaid interest accrued to that 
time on the particular debt, and 


ve the total of 


~ (1) the amount, if any, by which the 
total of all amounts included be- 
cause of section 80.4 in computing 
the debtor’s income for the taxation 
year that includes that time or for. a 


preceding taxation year in respect of - 


interest on the particular debt ex- 
ceeds the total of all amounts paid 
before that time on account of inter- 
est on the particular debt, and 


(ID) such portion of that unpaid in- 
terest as would, if it were paid, be 
included in the amount determined 


under paragraph 28(1)(€) | in eee 


of the debtor; 


G is the fair market value at that time of the particu- 
lar property; and | | 


H is the fair market value at that time of all proper- 
ties surrendered by ,the debtor to the creditor at 
that time. 

Related Provisions: 13(21)“proceeds of disposition”(h) — Inclu- 

sion in proceeds of disposition for depreciable property rules; 

15(1.21)(b) — Inclusion under 79(3) ignored for calculating share- 
holder benefit from forgiven amount; 18(9.3) — Rule where debtor 
previously prepaid interest; 79(2)— Meaning of “surrendered”; 

79(4) — Subsequent payment by debtor; 79(5) — Where. amount 

included in consequence of properties being surrendered before the 

year; 79(7) — Where debt denominated in foreign currency; 
80(1)“forgiven amount’ B(f) — Debt forgiveness rules do not apply; 
87(2)(h.1) — Amalgamations — continuing corporation; 

118(2)B — Inclusion under s. 79 ignored for old age credit thresh- 

old; 122.5(1)“adjusted income” — Inclusion under s. 79 ignored for 

GST credit threshold; 122.6“adjusted income” — Inclusion under s. 

79 ignored for Child Tax Benefit threshold; 257 — Formula cannot 

calculate to less than zero. 


(4) Subsequent payment. by debtor — An 
amount paid at any time by a person as, on account 
of or in satisfaction of, a specified amount of a debt 
that can reasonably be considered to have been in- 
cluded in the amount determined for A, C or .D-in 
subsection (3) in respect of a property surrendered 
before that time by the person shall be deemed to be 
a repayment of assistance, at that time in respect of 
the property, to which 
(a) subsection 39(13) applies, where the property 
was capital property (other than depreciable prop- 
erty) of the person immediately before its 
surrender; 


(b) paragraph 20(1)(bh.1) applies, where the cost 
of the property to the person was an eligible capi- 
tal expenditure; 


(c) the description of E in the definition “cumula- 
tive Canadian exploration expense” in subsection 
66.1(6), the description of D in the definition “cu- 
mulative Canadian development expense” in sub- 
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section 66.2(5) or the description of D in the defi- 
nition “ ‘cumulative Canadian oil and gas property 
expense” in subsection 66.4(5), as the case may 
be, applies, where the cost of the property to the 
person was a Canadian exploration expense, a 
Canadian development expense or a Canadian oil 
and gas property expense; or 


_.(d) paragraph 20(1)(hh) applies, in any other 
case. 


(5) Subsequent application with respect to 
employee or shareholder debt — Any amount 
included under paragraph 6(1)(a) or subsection 15(1) 
in computing a person’s income for a taxation year 
that can reasonably be considered to have been in- 
cluded in the amount determined for A, C or D in 
subsection (3) as a consequence of properties being 
surrendered before the year by the person shall be 
deemed to be a repayment by the person, immedi- 
ately. before the end of the. year, of assistance to 
which subsection (4) applies. 


(6) Surrender of property not payment or 
repayment by debtor — Where a ° specified 
amount of a debt is included in the’ amount deter- 
mined at any time for A, B, C or Din subsection (3) 
in respect of a property surrendered at that time by a 
person to a creditor of the person, for the purpose of 
computing the person’s income, no amount shall be 
considered to have been paid or repaid by the person 
as a consequence of the acquisition or reacquisition 
of the surrendered property by the creditor. 


Advance Tax Rulings: ATR-6: Vendor reacquires business as- 
sets following default by purchaser. 


(7) Foreign exchange — Where a debt is denomi- 
nated in a currency, (other than Canadian currency), 
any amount determined for A, B, C or D in subsec- 
tion (3) in respect of the debt shall be determined 
with reference to the relative value of. that currency 
and Canadian currency at the time the debt was 
issued. 


History: S. 79 amended by 1995, c. 21, subsec. 26(1), applicable to 
property acquired or reacquired after February 21, 1994, other than 
property acquired or reacquired pursuant to. a court order made 
before February 22, 1994. Subsec.26(3) of S.C. 1995, c. 21, pro- 
vides that where a taxpayer so elects in writing filed with the Minis- 
ter of National Revenue, para. 79(f) shall apply to the taxpayer in 
respect of property reacquired by the taxpayer after 1991 as if it 
read as follows: 


. (e.1) where the property is capital property of the, taxpayer 
and was disposed of by the taxpayer to the other person in the 
year and subsequently reacquired by the taxpayer in the year, 
the taxpayer’s proceeds of disposition of the property shall be 
deemed to be the lesser of the proceeds of disposition of the 
property to the taxpayer (determined without reference to this 
paragraph) and the amount that is the greater of 


(i) the amount, if any, by which such proceeds (deter- 
mined without reference to this paragraph) exceeds such 
portion of the proceeds as is represented by the tax- 
payer’s claim, and 


(ii) the cost amount to the taxpayer of the property imme- 
diately before its disposition by the taxpayer; 
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_(f) the taxpayer shall be deemed to have reacquired the prop- 
erty at the amount, if any, by which the cost at that time of 
the taxpayer’s claim exceeds the amount described in subpar- 
agraph (e)(i) or (ii) in respect of that property or the amount, 
if any, by which the proceeds of disposition of the property 
are reduced because of paragraph (¢€.1), as thecase may be; 


S. 79 formerly read: 


79. Mortgage foreclosures and conditional sales repos- 
sessions — Where, at any time in a taxation year, a taxpayer 
who 


(a) was a mortgagee or other creditor of another person 
who had previously acquired property, or 


(b) had previously sold property to another person under 
a conditional sales agreement, 


has acquired or reacquired the beneficial ownership of the , 
property in consequence of the other person’s failure to pay 
all or any part of an amount (in this section referred to as the 
“taxpayer’s claim’) owing by that person to the taxpayer, the 
following rules apply: 


(c) there shall be included, in computing the other per- 
son’s proceeds of disposition of the property, the princi- 
pal amount of the taxpayer’s claim plus all amounts each: ’ 
of which is the principal amount of any debt that had 
been owing by the other person, to thé extent that it has 
been extinguished by virtue of the acquisition or reacqui- 
sition, as the case may be, 


(d) any amount paid by the other person after the acquisi- 
tion-or reacquisition, as the case may be, as, on account 
of or in satisfaction of the taxpayer’s claim shall, be 
deemed to be a loss of that person, for that person’s taxa- 
tion year in which payment of that amount was made, 

from the disposition of the property, 


(e) in computing the income of the taxpayer for the year, 


(i) the amount, if any, claimed by the taxpayer under 
subparagraph 40(1)(a)(iii) or 44(1)(e)(ii1) in comput- 
ing the taxpayer’s gain for the immediately preced- 
ing taxation year from the, disposition of the prop- 
erty, and . 


(ii) the amount, if any, deducted under paragraph — 
20(1)(n) in computing the income of the taxpayer for 
the immediately preceding year in ‘Tespect of the 
property, 

shall be deemed to be nil, 


(f) the taxpayer shall be deemed to have acquired or reac- 
quired, as the case may be, the property at the amount, if 
any; by which the cost at that time of the taxpayer’s 
claim exceeds the amount described in subparagraph 
(e)(i) or (11), as the case may be; in respect of the 
property, 7 

(g) the adjusted cost base to the taxpayer of the tax- 
payer’s claim shall be deemed to be nil, and 


(h) in computing the taxpayer’s income for the year or a 
subsequent year, no amount is deductible in respect of 
the taxpayer’s claim by virtue of paragraph 20(1)(1) or 
(p). 
Subpara. 79(e)(i) amended by 1994,.c. 7, Sch. II (1991, c. 49), s. 57, 
to add “or 44(1)(e)(u1)”, applicable 


(a) to property in respect of which a taxpayer has claimed an 
amount under subpara. 44(1)(e)(iii) and that was reacquired by 
the taxpayer after 1985 and before July 13, 1990, where the tax- 
payer so elects before July 1991, and 


(b) to property acquired or reacquired after July 12, 1990, 


and, notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
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effect to an election made pursuant to para: (a). 


Pre-RSC History: Para. 79(f) substituted by 1980-81-82-83, c. 
140, s. 42(1), applicable with respect to acquisitions and reacquisi- 
tions occurring after November 12, 1981. Para. 79(f) formerly read: 


(f) the taxpayer shall be deemed to have acquired or reac- 
quired, as the case may be, the property at the amount, if any, 
by which the principal amount of the taxpayer’s claim ex- 
ceeds the amount described in subparagraph (e)(i) or (ii), as 
the case may be, in respect of the property; 


Selected Cases [s. 79]: Hallbauer v. Canada, [1997] 1 C.T.C. 
2428 (TCC) (Strong causal relationship required between creditor’s 
acquisition and failure by debtor to pay); Corbett v. Canada, [1997] 
1:C.T.C. 2 (FCA) (Section intended to apply where no fixed price of 
sale. No conflict with sections 13 and 54); Peters (D.L.) v. Canada, 
[1993] 1 C.T.C. 2628 (TCC) (Section 80 applies to unpaid interest 
on obligation to which section 79 applied); Moysey (R.) v. Canada, 
[1992] 2 C.T.C. 2657 (TCC) (Section applies only to principal 
amount. extinguished, not unpaid interest); ‘Ward v. The Queen, 
[1988] 1 C.T.C. 336 (FCTD) (Member of group purchasing “golf 
course” operation permitted to deduct share of loss after 
foreclosure). - 


Definitions [s. 79]: “amount” — 248(1); “assistance” — 79(4), 
125.4(5), 248(16), (18); “Canadian exploration expense” — 66.1(6), 
248(1); “Canadian development expense” — 66.2(5), 248(1); “Ca- 
nadian oil and gas property expense” — 66.4(5), 248(1); “creditor”, 


“debt” — 79(1); “debtor” — 79(3); “eligible capital expendi- 
“person” — 79(1), 248(1); “principal 
amount” — 248(1); “property” — 79(1), 248(1); “province” — In- 


terpretation Act 35(1); “specified amount” — 79(1); “‘surren- 


dered” — 79(2); “taxation yeatoon 249, 


79.1 (1) Definitions — In this: section, 


“creditor” has the meaning Assipiied by subasceial 
79(1); 


“debt” has the meaning assigned by subsection 
791); 


“person” has the meaning assigned by subsection 
79(1); | 


‘“‘property” has the meaning assigned by subsection 
79(1); ase 


“specified amount” has the meaning assigned by 
subsection 79(1); 


“specified cost” to a person of a debt pine to! the 
person’ means ) 


(a) where the debt is capital property of the per- 
son, the adjusted cost base to the yea of the 
‘debt, and 


(b) in any other case, the amount, if any, by 
which 

(i) the cost amount to the person of the debt 
exceeds 


(ii) such portion of that cost amount as would 
be deductible in computing the person’s in- 
come (otherwise than in respect of the princi- 
pal amount of the debt) if the debt were estab- 
lished by the person. to have become a bad 
debt or to have become uncollectable. 


Related Provisions: 20(1)(p), 20(4)-(4.2), 50(1) — Provisions 


at 


Subdiv. f — Rules re Computation of Income 


allowing deductions for bad debts. 


(2) Seizure of property — For the purposes of 
this section, a property is seized at any time by a per- 
son in respect of a debt where the beneficial owner- 
ship of the property is acquired or reacquired at that 
time by the person and the acquisition or reacquisi- 
tion of the property was in consequence of another 
person’s failure to pay to the person all or bari of the 
specified amount of the debt. 

Related Provisions: 50(1) — Deemed disposition of debt-on bad 
debt, windup, insolvency ‘or bankruptcy; 79(2) — Surrender of 
property by debtor; Pak 93)(a) — Section 79.1 does not —— to 
insurer, p ‘ ry: 


(3) Creditor’s capital gains reserves — Where 
a property is seized at any time in a particular taxa- 
tion year by a creditor in respect of a debt, for the 
purpose of computing the income of the creditor for 
the particular year, the amount claimed by the credi- 
tor under subparagraph 40(1)(a) (iti) or 44(1)(e)(iii) 
in computing the creditor’s gain for the: preceding 
taxation year from any disposition before the partic- 
ular year of the property shall be deemed to be the 
amount, if any, by which the amount so claimed. ex- 
ceeds the total of all amounts each of which is an 
amount determined under paragraph (6)(a) or (b) in 
respect of the seizure. 


(4) Creditor’ s inventory reserves — Where. a 
property is seized at any time ina particular taxation 
year by a creditor in respect of a debt, for the pur- 
pose of computing the income of the creditor for the 
particular year, the amount deducted under para- 
graph 20(1)(n) in computing the income of the credi- 
tor for the preceding taxation year in respect of any 
disposition of the property before the particular year 
shall be deemed to be'the amount, if any, by which 
the amount so deducted exceeds the. total ‘of all 
amounts each of which is an amount determined 
under paragraph (6)(a) or (b) in respect of the 
seizure. : 


(5). Adjustment: where disposition and 
reacquisition of capital property in same 
year — Where a property is seized’ at any time in a 
taxation year by,a creditor in respect of one or more 
debts and the. property was. capital property of the 
creditor that was disposed of by the creditor at a pre- 
vious time in the year, the proceeds of disposition of 
the property to the creditor at the previous time shall 
be deemed to be the lesser of the amount of the pro- 
ceeds (determined without reference to this subsec- 
tion) and the amount that is the greater of 


(a) the amount, if any, by which the amount of 
such proceeds (determined without reference to 
this subsection) exceeds such portion of the pro- 
ceeds as is represented by the specified amounts 
of those debts immediately before that time, and 


(b) the cost amount to the creditor of the: ee 
immediately before the previous time. 


S. 79.1(7)(b)(i) 


(6) Cost of seized properties for creditor — 
Where.a particular property is seized at any time in a 
taxation year by a creditor in respect of one or more 
debts, the cost to the creditor of the particular prop- 
erty shall be deemed to be the amount, if any, by 
which the total of 


(a) that proportion of the total specified costs im- 
mediately before that time to the creditor of those 
debts that — 


(i) the fair market value of the particular prop- 
erty immediately before: thay time 


is of 


(ii) the fair market value: of all properties im- 
mediately before that time that were seized by 
the creditor at that time in respect of those 
debts, and 


(b) all amounts each of which is an outlay or ex- 

pense made or incurred, or a specified amount at 

that time of a debt that is assumed, by the creditor 

at or before that time to protect the creditor’s in- 

terest in the. particular property, except to the ex- 
tent the outlay or expense 


(i) was included in the cost.to the creditor of 
_ property other than the particular property, 


(11) was included -before that time in comput- 
ing, for the purposes of this Act, any balance 
of undeducted outlays, expenses or other 
amounts of the creditor, or 


(iii) was deductible in computing the credi- 
tor’s income for the year or a preceding taxa- 
tion year 


exceeds 


(c) the amount, if any, claimed or deducted under 
paragraph 20(1)(n) or subparagraph 40(1)(a)(i1) 
or 44(1)(e)(iil), as the case may be, in respect of 
the particular property in computing the credi- 
tor’s income or capital gain for the preceding tax- 
ation year or the amount by which the proceeds 
of disposition of the creditor of the particular 
property are reduced because of subsection (5) in 
respect of a disposition of the particular property 
by the creditor occurring before that time and in 
the year. 


Related Provisions: 79.1(3) — Capital ‘gains reserve; 79.1(4) — 
Inventory reserve. 


(7) Treatment of debt — Where a property is 
seized at any time in a taxation year by a creditor in 
respect of a particular debt, 


(a) the creditor, shall be deemed to have disposed 
of the particular debt at that time; 


(b) the amount received on account of the partic- 
ular debt as a consequence of the seizure shall be 
deemed 


(i) to be received at that time, and 
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(ii) to be equal to 


(A) where the particular debt is capital 
property, the adjusted cost base to the 
creditor of the particular debt, and 


(B) in any other case, the cost amount to 
the creditor of the particular debt; 


(c) where any portion of the particular debt is 
outstanding immediately after that time, the cred- 
itor shall be deemed to have reacquired that por- 
tion immediately after that time at a cost equal to 


(i) where the particular debt is capital prop- 
erty, nil, and 


(ii) in any other case, the amount, if any, by 
which 


(A) the cost amount to the creditor of the 
particular debt 


exceeds 


(B) the specified cost to the creditor of the 
particular debt; and 


(d) where no portion of the particular debt is out- 
standing immediately after that time and the par- 
ticular debt is not capital property, the creditor 
may deduct as a bad debt in computing the credi- 
tor’s income for the year the amount described in 
subparagraph (c)(1i) in respect of the seizure. 
Related Provisions: 79.1(8)— No deduction for principal 


amount of bad debt; 142.4(3)(a) — Disposition of specified debt 
obligation. 


(8) Claims for bad and doubtful debts — 
Where a property is seized at any time in a taxation 
year by a creditor in respect of a debt, no amount in 
respect of the principal amount of the debt shall be 


(a) deductible in computing the creditor’s income 
for the year or a subsequent taxation year as a bad 
or doubtful debt; or 


(b) included after that time in computing, for the 
purposes of this Act, any balance of undeducted 
outlays, expenses or other amounts of the creditor 
as a bad or doubtful debt. 


Related Provisions: 50(1)(a) — Deemed disposition of bad debt; 
79.1(7)(d) — Deduction by creditor for bad debt. 


History: S. 79.1 added by 1995, c. 21, s. 26, applicable to property 
acquired or reacquired after February 21, 1994, other than property 
acquired or reacquired pursuant to a court order made before Febru- 
ary 22, 1994. 


Definitions [s. 79.1]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “capital gain” — 39(1), 248(1); “capital prop- 
erty” — 54, 248(1); “cost” — 79.1(6); “cost amount” — 248(1); 
“creditor”, “debt” — 79(1), 79.1(1); “disposition” — 50(1), 54; 
“person” — 79(1), 79.1(1), 248(1); “principal amount” — 248(1); 
“proceeds of disposition” — 54; “property” — 79(1), 79.1(1), 
248(1); “seized” — 79.1(2); “specified amount” — 79(1), 79.1(1); 
“specified cost” — 79.1(1); “taxation year” — 249. 


80. (1) Definitions — In this section, 


“commercial debt obligation” issued by a debtor 
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means a debt obligation issued by the debtor 


(a) where interest was paid or payable by the. 
debtor in respect of it pursuant to a legal obliga- | 


tion, or 


(b) if interest had been paid or payable by the 
debtor in respect of it pursuant to a legal 


obligation, 


t 


} 


an amount in respect of the interest was or would | 


have been deductible in computing the debtor’s in- 


come, taxable income or taxable income earned in 
Canada, as the case may be, if this Act were read 


without reference to subsections 15.1(2) and 15.2(2), — 
paragraph 18(1)(g), subsections 18(2), (3.1) and (4) 


and section 21; 


Related Provisions: 80.01(1)“commercial debt obligation” — 


Definition applies to s. 80.01; 80.02(1) — Definition applies to s. 
80.02;  80.03(1)(a)— Definition applies to s. 80.03; 
80.03(7)(b)(4) — Commercial debt obligation deemed issued where 
amount designated; 80.04(1) — Definition applies to s. 80.04; 
80.04(4)(e) — Commercial debt obligation deemed issued on agree- 
ment to transfer forgiven amount; 95(2)(g.1)(i) — Application to 
FAPI; 248(26) — Liability deemed to be obligation issued by 
debtor; 248(27) — Partial settlement of debt obligation. 


“commercial obligation” issued by a debtor means 


(a) a commercial debt obligation issued by the 
debtor, or 


(b) a distress preferred share issued by the debtor; 


Related Provisions: 40(2)(e.2) — Disposition of commercial ob- 
ligation in exchange for another obligation issued by same person; 
80(2)(b) — Obligation to pay interest deemed to be a debt obliga- 
tion; 80.01(1)“commercial obligation” — Definition applies to s. 
80.01; 80.02(1) — Definition applies to s. 80.02; 80.03(1)(a) — 
Definition applies to s. 80.03; 80.04(1) — Definition applies to s. 
80.04. 


“debtor” includes any corporation that has issued a 
distress preferred share and any partnership; 


Related Provisions: 80.01(1)‘debtor’ — Definition applies to s. 
80.01; 80.04(1) — Definition applies to s. 80.04. 


“directed person” at any time in respect of a debtor 
means 


(a) a taxable Canadian corporation or an eligible 
Canadian partnership by which the debtor is con- 
trolled at that time, or 


(b) a taxable Canadian corporation or an eligible 
Canadian partnership that is controlled at that 
time by 


(i) the debtor, 


(ii) the debtor and one or more persons related 
to the debtor, or 


(iii) a person or group of persons by which the 
debtor is controlled at that time; 


Related Provisions: 80.04(1) — Definition applies to s. 80.04; 
256(5.1) — Controlled directly or indirectly — control in fact. 


“distress preferred share” issued by a corporation 
means, at any time, a share issued after February 21, 
1994 (other than a share issued pursuant to an agree- 
ment in writing entered into on or before that date) 
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by the corporation that is a share described in para- 
graph (e) of the definition “term preferred share’ in 
subsection 248(1) that would be a term preferred 
share at that time if that definition were read without 
reference to paragraphs (e) and (f); 

Related Provisions: 61.3(1)(b)D, 61.3(2)(b)D — Deduction of 
principal amount of distress preferred share in determining debt for- 
giveness reserve; 80.01(1)“distress preferred share” — Definition 
applies to s. 80.01; 80.02(1) — Definition applies to s. 80.02; 
80.03(1)(a) — Definition applies to s. 80.03. 


“eligible Canadian partnership” at any time means 
a Canadian partnership none of the members of 
which is, at that time,. 


(a) a non-resident owned fneabeedene corporation, 


(b) a person exempt, because of subsection 
149(1), from tax under this Part on all or part of 
the person’s taxable income, 


(c) a partnership, other than an eligible Canadian 
partnership, or 


(d) a trust, other than a trust in which no non-resi- 
dent person and no person described in paragraph 
(a), (b) or (c) is beneficially interested; 


Related Provisions: 80.04(1) — Definition applies to s. 80.04; 
102(1) — Canadian partnership. 


“excluded obligation”? means an obligation issued 
by a debtor where 


(a) the proceeds from the issue of the obligation 


(1) were included in computing the debtor’s 
‘income or, but for the expression “other than a 
prescribed amount” in paragraph 12(1)(x), 
would have been so included, 


(ii) were deducted in computing, for the pur- 
poses of this Act, any balance of undeducted 
outlays, expenses or other amounts, or 


(iii) were deducted. in computing the capital 
cost or cost amount to the debtor of any prop- 
erty of the debtor, 


(b) an amount paid by the debtor in satisfaction 
of the entire principal amount of the obligation 
would be included in the amount determined 
under paragraph 28(1)(e) or section 30 in respect 
of the debtor, 


(c) section 78 applies to the obligation, or 


(d) the principal amount of the obligation would, 
if this Act were read without reference to sections 
79 and 80 and the obligation were settled without 
any amount being paid in satisfaction of its prin- 
cipal amount, be included in computing the 
debtor’s income because of the settlement of the 
obligation; 
Related Provisions: 79(3)F(b)(iv) — Proceeds of disposition for 
debtor; 80(1)“forgiven amount’B(j) — Debt forgiveness rules do 
not apply to principal amount-of excluded obligation; 80(2)(a) — 
Debt forgiveness rules do not apply to obligation settled as consid- 
eration for share described in para. (c). 


“excluded property”’ at any time means property of 


S. 80(1) for 


a non-resident debtor that would not be taxable Ca- 
nadian property of the debtor if it were disposed of at 
that time by the debtor; 


Related Provisions: 111(9)— Losses ignored while taxpayer is 
non-resident. 


“excluded security” issued by a corporation to a 
person as consideration for the settlement of a debt 
means 


(a) a distress preferred share issued by the corpo- 
ration to the person, or 


(b) a share issued by the corporation to the person 
under the terms of the debt, where the debt was a 
bond, debenture or ‘note listed on a prescribed 
stock exchange .in Canada and the terms for the 
conversion to the share were not established or 
substantially modified after the later of February 
22, 1994 and the time that the bond, debenture or 
note was issued; 


Regulations: 3200 (prescribed stock exchange; not yet amended 
to apply for purposes. of 80(1)). 


“forgiven amount” at any time in respect of a com- 
mercial obligation issued by a debtor is the amount 
determined by the formula 


A-B 
where 


A is the lesser of the amount for which the obliga- 
tion was issued and the principal amount of the 
obligation, and 


Bis the total of 


(a) the amount, if any, paid at that time in sat- 
isfaction of the principal amount of the 
obligation, 


(b) the amount, if any, included under para- 
graph 6(1)(a) or subsection 15(1) in comput- 
ing the income of any person because of the 
settlement of the obligation at that time, 


(c) the amount, if any, deducted at that time 
under paragraph 18(9.3)(f) in computing the 
forgiven amount in respect of the obligation, 


(d) the capital gain, if any, of the debtor re- 
sulting from the application of subsection 
39(3) to the purchase at that time of the obli- 
gation by the debtor, 


(e) such portion of the principal amount of the 
obligation as relates to an amount renounced 
under subsection 66(10), (10.1), (10.2) or 
(10.3) by the debtor, 


(f) any portion of the principal amount of the 
obligation that is included in the amount de- 
termined for A, B, C or D in subsection 79(3) 
in respect of the debtor for the taxation year of 
the debtor that includes that time or for a pre- 
ceding taxation year, 

(g) the total of all amounts each of which is a 
forgiven amount at a previous time that the 
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obligation was deemed by subsection 80.01(8) 
or (9) to have been settled, 


(h) such portion of the principal amount of the 
obligation as can reasonably be considered to 
have been included under section 80.4 in com- 
puting the debtor’s income for a taxation year 
that includes that time or for a preceding taxa- 
tion year, 


(i) where the debtor is a bankrupt at that time, 
the principal amount of the obligation, 


(j) such portion of the principal amount of the 
obligation as represents the principal amount 
of an excluded obligation, 


(k) where the debtor is a partnership and the 
obligation was, since the later of the creation 
of the partnership or the issue of the obliga- 
tion, always payable to a member of the part- 
nership actively engaged, on a regular, contin- 
uous and substantial basis, in those activities 
of the partnership that are other than the fi- 
nancing of the partnership business, the prin- 
cipal amount of the obligation, and 


(1) the amount, if any, given at or before that 
time by the debtor to another person as con- 
sideration for the assumption by the other per- 
son of the obligation; 


Related Provisions: 6(15:1) — Meaning of “forgiven amount’ 
for employee benefits; 15(1.21) — Meaning of “forgiven amount” 
for shareholder benefits; 80(2)(k) — Determination of forgiven 
amount where obligation denominated in foreign currency; 
80.01(1)‘“forgiven amount” — Application of definition to s. 80.01; 
80.01(8)(b) — Determination of forgiven amount following debt 
parking; 80.02(3)-(6) — Distress preferred share — determination 
of amount paid in satisfaction of principal; 80.03(1)(a) — Defini- 
tion applies to s. 80.03; 80.03(7)(b)(i1) — Deemed forgiven amount 
where amount designated following debt. forgiveness; 80.04(1) — 
Definition applies to s. 80.04; 80.04(4)(f) — Agreement to transfer 
forgiven amount; 87(2)(h.1) — Amalgamations — continuing cor- 
poration; 137.1(10) — Settlement of debts by deposit insurance cor- 
poration; 248(26) — Liability deemed to be obligation issued by 
debtor; 248(27) — Partial settlement of debt obligation; 257 — 
Formula cannot calculate to less than zero. 


I.T. Application Rules: 26(1.1) (debt outstanding since before 
1972). 


Advance Tax Rulings: ATR-27: Exchange and acquisition of 
interests in capital properties through rollovers and winding-up 
(“butterfly”’). 


“person” includes a partnership; 


Related Provisions: 80(15)(c) — Where commercial debt obli- 
gation issued by partnership; 80.01(1)“person” — Definition ap- 
plies to s. 80.01; 80.02(1) — Definition applies to s. 80.02; 
80.03(1)(a) — Definition applies to s. 80.03; 80.04(1) — Definition 
applies to s. 80.04. 


“relevant loss balance” at a particular time for a 
commercial obligation and in respect of a debtor’s 
non-capital loss, farm loss, restricted farm loss or net 
capital loss, as the case may be, for a particular taxa- 
tion year means the amount of such loss that would 
be deductible in computing the debtor’s taxable in- 
come or taxable income earned in Canada, as the 
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case may be, for the taxation year that includes that 
time if 


(a) the debtor had sufficient incomes from all | 


sources and sufficient taxable capital gains, 


’ 


(b) subsections (3) and (4) did not apply to re- 


duce such loss at or after that time, and 


(c) paragraph 111(4)(a) and subsection 111(5) did | 


not apply to the debtor, 


except that, where the debtor is a corporation the © 


control of which was acquired at a previous time by 
a person or group of persons and the particular year 
ended before the previous time, the relevant loss bal- 
ance at the particular time for the obligation and in 
respect of such loss for the particular year shall be 
deemed to be nil unless 


(d) the obligation was issued by the debtor 
before, and not in contemplation of, the acquisi- 
tion of control, or 


(e) all or substantially all of the proceeds from 
the issue of the obligation were used to satisfy the 
principal amount of another obligation to which 
paragraph (d) or this paragraph would apply if the 
other obligation were still outstanding; 
Related Provisions: 80(15)(c)(iv)(B) — Application of para. (e) 
of definition where obligation issued by partnership; 
80.04(4)(h)Gi) — Application of para. (e) of definition on agree- 
ment to transfer forgiven amount; 256(7) — Whether control ac- 
quired; 256(8) — Deemed acquisition of shares. 


I.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


“successor pool’’ at any time for a commercial obli- 
gation and in respect of an amount determined in re- 
lation to a debtor means such portion of that amount 
as would be deductible under subsection 66.7(2), (3), 
(4) or (5), as the case may be, in computing the 
debtor’s income for the taxation year that includes 
that time, if 


(a) the debtor had sufficient incomes from all 
sources, 


(b) subsection (8) did not apply to reduce the 
amount so determined at that time, 


(c) the year ended immediately after that time, 
and 


(d) paragraphs 66.7(4)(a) and (5)(a) were read 
without reference to the expressions “30% of” 
and “10% of’, respectively, 


except that the successor pool at that time for the ob- 
ligation shall be deemed to be nil unless 


(e) the obligation was issued by the debtor 
before, and not in contemplation of, the event de- 
scribed in paragraph (8)(a) that gives rise to the 
deductibility under subsection 66.7(2), (3), (4) or 
(5), as the case may be, of all or part of that 
amount in computing the debtor’s income, or 


(f) all or substantially all of the proceeds from the 
issue of the obligation were used to satisfy the 
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_ principal amount of another obligation to which 
ey reperaph (e) or this paragraph would apphy if the 
- other obligation were still outstanding; 

Related Provisions: 80(15)(c)(iv)(B) — Application of para. (f) 
of definition... where obligation . issued by _ partnership; 
80. 04(4)(h)(ii) — Application, of para. (f) of definition on agree- 
ment to transfer forgiven amount; 256(8) — Deemed acquisition of 
shares. 


“ynrecognized loss” at a particular time, in respect 
of an obligation issued by a debtor, from the disposi- 
‘tion of a property means the amount that would, but 
for subparagraph 40(2)(g)(i1),. be a capital loss from 
the disposition at or before the particular time of a 
debt or other right to receive an amount, except that 
where the debtor is a corporation the control of 
which was acquired before the particular time and 
after the time of the disposition by a person or group 
of persons, the unrecognized loss at the particular 
time in respect of the obligation shall be Peened to 
pe nil unless. 


(a) the obligation was issued by the debtor 
before, and not in. contemplation, of, the acquisi- 
tion of control, or.” 


(b) all. or substantially all. of the proceeds from 
the issue of the.obligation-were used to satisfy the 
principal amount. of. another obligation to which 
paragraph (a) or this paragraph. would apply if the 


S. 80(2)(e) 


other obligation. were still outstanding. 


Related Provisions: 80(15)(c)(iv)(B) — Application of para. (b) 
of definition. where » obligation issued |, by. . partnership; 

80.04(4)(h)(ii).— Application of para. (b) of definition. on agree- 
ment to transfer forgiven amount; 87(2)(1.21) — Amal gamations — 
continuing corporation; 256(7) — Whether panei acquired; 

256(8) — Deemed acquisition of shares. 


(2) Application of debt forgiveness rules — 
For the purposes of this section, i 
(a) an obligation issued bya debtor i is cottled at 
any time where the obligation is settled or extin- 
+ guished at that time (otherwise than by way of a 
bequest or inheritance or as consideration: for: the 
issue of a share described in paragraph (b) of, the 
definition ‘ ‘excluded. security” in subsection ()); 
Related Provisions: 6(15) — Forgiveness of debt owing by em- 
ployee — taxable benefit; 15(1.2) — Forgiveness of debt .owing by 
shareholder — taxable benefit; 80.01(2)(a) — Application to s. 
80.01; 80.01(3)(9) — Deemed settlement of debts; 80.02(2)(c) — 
Meaning of “settled” for distress preferred share; 80.02(7)(a) — 
Deemed settlement where share ceases to be distress ‘preferred 
share; 80.03(7)(b)(i) — Deemed settlement where amount desig- 
nated; 80.04(3) — Application to s. 80.04; 80.04(4)(e) — Deemed 
settlement on agreement to transfer forgiven amount. 


(b) an amount of interest payable by a debtor in 
respect of an obligation issued by the debtor shall 
be deemed to be an obligation issued by the 
debtor that 


(i) has a principal amount, and _ 
(ii) was issued by the debtor for an amount, 


equal to the portion of the amount of such interest 
that was deductible or would, but for;subsection 
18(2) or (3.1) or section 21, have been deductible 
in computing the debtor’s income for a taxation 
‘year: an ae 
Related Provisions: 6(15.1)(d), 15(1.21)(d) — 80(2)(b) ignored 
for employee and shareholder benefit purposes; 80.01(2)(a) — Ap- 
plication to s. 80.01; 80.04(3) — Application to s. 80.04, 


(c) subsections (3) to (5) and (7) to (13) apply i in 
numerical order to the forgiven amount in respect 
of a commercial obligation; 


-Related Provisions: 80(15) — Deduction by moniter of partner- 


ship; 80.04(4)(b) — Transfer of forgiven amount to related person 
after maximum designations; 248(27)(b), (c) — Partial settlement of 
debt deemed to be proportional to entire amount. 
(d) the applicable fraction of the unapplied por- 
tion of a forgiven amount at any time in respect 
of an obligation issued by a debtor is 


(i) in respect of a loss for a taxation year that 
ends after 1989, 3/4, 


(ii) in respect of a loss for a taxation year that 
ended before 1988, '+, and 


- (iii) in:respect of a loss for any other taxation 
year, the fraction required to be vee under 
section 38 for that year; 


(e) where an applicable fraction (as determined 
under paragraph. (d)) of the unapplied portion of a 
forgiven amount is applied under subsection (4) 
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to reduce at any time a loss for a taxation year, 
the portion of the forgiven amount so applied 
shall, except for the purpose of reducing the loss, 
be deemed to be the quotient obtained when the 
amount of the reduction is divided by the applica- 
ble fraction; 


(f) where */4 of the unapplied portion of a for- 
given amount is applied under subsection (7) to 
reduce cumulative eligible capital, except for the 
purpose of reducing the cumulative eligible capi- 
tal, the portion of the forgiven amount so applied 
shall be deemed to be “/3 of the amount of the 
reduction; : 


(g) the amount paid in satisfaction of a debt is- 
sued’ by a corporation and payable to a person 
shall 1 i | 


(i) where any part of the consideration given 
to the person for the settlement of the debt 
consists of a share (other than an excluded se- 
curity) issued by the corporation to the person, 
be deemed to be equal to the total of 


(A) the fair market value.of the share at the 


time it was issued, and . Related Provisions: 51(1) — Conversion of convertible debt into 
(B) the amount, if any, that can reasonably | Shes. | 
be considered to be the increase, as a con- (h) where any part of the consideration given by a 
sequence of the settlement of the debt, in debtor to another person for the settlement at any 
the fair market value of other shares of the time of a particular commercial debt obligation 
capital stock of the corporation owned by issued by the debtor and payable to the other per- 
the person, and ~ son consists of a new commercial debt obligation 
(ii) in any other case; be deemed to include issued by the debtor to the other person 
the amount described in clause (i)(B); (i) an amount equal to the principal amount of 


‘the new obligation shall be deemed to be paid 
by the debtor at that time, because of the issue 
of the new obligation, in satisfaction of the 
principal amount of the particular obligation, 
and 


(i1) the new obligation shall be deemed to 
have been issued for an amount equal to the 
amount, if any, by which 


(A) the principal amount of the new 
obligation 


exceeds 


(B) the amount, if any, by which the prin- 
cipal amount of the new obligation ex- 
ceeds the amount for which the particular 
obligation was issued; 

Related Provisions: 40(2)(e.2) — Limitation on capital loss; 


248(1)“principal amount” — Principal amount excludes amounts 
payable on account of interest. 


(i) where 2 or more commercial obligations is- 
sued by a debtor are settled at the same time, 
those obligations shall be treated as if they were 
settled at different times in the order designated 
by the debtor in a prescribed form filed with the 
debtor’s return of income under this Part for the 
debtor’s taxation year that includes that time or, 
if the debtor does not so designate any such or- 
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der, in the order designated by the Minister; 


Related Provisions: 220(3.21) — Late filing, amendment or rev- 
ocation of designation. 


deemed to bea:commercial obligation that was 


issued by the debtor at the same time and in the 


same circumstances as the particular obligation; 


(j) for the purpose of dateecinitick at any time, | Related Provisions: 80.01(2)(a) — Application to s. 80.01. 


whether 2 persons are related to each other or 
whether any person is controlled by any, other 
person, it.shall be,assumed that 


(i) each partnership and each trust is a corpo- 
ration having a capital stock of.a single. class 
of voting shares. divided into 100 issued 
- shares, 
(ii) each member of a partnership and each 
beneficiary under a trust owned at that time 
the number of issued shares of that class that 
is equal to the proportion of 100 that 
(A) the fair market value at that time of the 
member’s interest in the partnership or the 
beneficiary’s interest in the trust, as the 
case may be 


is of 
(B) the fair market value at that time of all 


(m) for greater certainty, the amount that can be 
applied under this section to reduce another 
amount may not exceed that other amount; 


(n) except for. the PUTpOSes of this paragraph, 
where . 


(i) a commercial debt obligation issued by a 
debtor is settled at any time, 


(ii) the debtor is at that time a member of a 
partnership, and 


(iii) the obligation was, under the agreement 

governing the obligation, treated immediately 
before that time as a debt owed ue the 
partnership, 


the obligation shall be a easileted to have been 
issued by the partnership, and, not by the debtor; 


Related Provisions: 80(2)(0) Joint liability with other part- 
ners; 80(15) — Commercial debt: obligation issued by partnership; 


members’ interests in the partner ship or all 80.01(2)(a) — peel as to s. Bis 01; 80. Peale —- SO ot tos. 
beneficiaries’ interests in the trust, as the | 0:04. 


case may be, and 


(iii) where a beneficiary’s share of the income 
_ or capital of a trust depends on the exercise by 
any person of, or the failure by any person to 
exercise, any discretionary power, the fair 
_ market value at any time of the beneficiary’s 
interest in the trust is equal to 


(A) where the beneficiary is not entitled to 
receive or otherwise obtain the use of any 
of the income or capital of the trust before 
the death after that time of one or more 
other beneficiaries under the trust, nil, and 


(B) in any other case, the total fair market 
value at that time ofall. beneficiaries’ in- 
terests under the. trust; 
Related Provisions: 40(2)(e.1) — Application to’ stop-loss rule; 
80.01(2)(a) — Application to s. 80.01; 80.04(3) — Application to s. 
80.04; 85(4)(b) — Application to para. 85(4)(b); 97(3)(b) — Appli- 
cation to para. 97(3)(b). 


(k) where an obligation is denominated in a cur- 


(o) notwithstanding ate (n), where a com- 
mercial debt obligation for which a particular 
person is jointly liable with one or more other 
persons is settled at any time in respect of the 
particular person but not in respect of all of the 
other persons, the portion of the obligation that 
can reasonably be considered to be the particular 
person’s share of the obligation shall be consid- 
ered to have been issued by the particular person 
and settled at that time and not at any subsequent 
time; 


(p)a ae al debt obligation issued by an in- 
dividual that is outstanding at the time of the in- 
dividual’s death and ‘settled at.a subsequent time 
shall, if the estate of the individual was liable for 
the obligation immediately before the subsequent 
time; be deemed to have been issued by the estate 
at the same time and in the same circumstances 
as the obligation was issued by the individual, 
and i 


rency (other than Canadian currency), the for- | Related Provisions: 80(2)(q) Where debt settled..within 6 
given amount at any time in respect of the obliga- | months of death. 


tion shall be determined with reference to the 
relative value of that currency and Canadian cur- 
rency at the time the obligation was issued; 
Related Provisions: 79(7) — Parallel rule re proceeds of disposi- 
tion where property surrendered to creditor; 80.01(11) — Debt 
parking and statute-barred debt rules ignored where currency 
fluctuates. 
(1) where an amount is paid in satisfaction of the 
principal amount of a particular commercial obli- 
gation issued by a debtor and, as a consequence 
of the payment, the debtor is legally obliged to 
pay that amount to another person, the obligation 
to pay that amount to the other person shall be 
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(q) where a commercial debt obligation issued by 
an individual would, but for this paragraph, be 
settled at any time in the period ending 6 months 
after the death of an individual (or within such 
longer period as is acceptable to the Minister and 
the estate of the individual) ‘and the estate of the 
individual was liable Lert open before that 
time for the obligation 


(i) the obligation shall be deemed to have 
been settled at the beginning of the day on 
which the individual died and not at that time, 


(ii) any amount paid at that time by the estate 


S. 80(2)(q)(ii) 


in satisfaction of the principal amount of the 
obligation shall be deemed to have been paid 
at the beginning of the day on which the indi- 
vidual died, 


(iii) any amount given by the estate at or 
before that time to another person as consider- 
ation for assumption by the other person of 
the obligation shall be deemed to have been 
given at the beginning of the day on which the 
individual died, and 


(iv) paragraph (b) shall not apply in respect of 
the settlement to interest that accrues within 
that period, 


except that this paragraph does not apply in cir- 
cumstances in which any amount is because of 
the settlement included under paragraph 6(1)(a) 
or subsection 15(1) in computing the income of 
any person or in which section 79 applies in re- 
spect of the obligation. 

Related Provisions: 6(15.1)(d), 15(1.21)(d) — 80(2)(q) ignored 


for employee and shareholder benefit purposes; 80(2)(p) — Where 
debt not settled within 6 months of death. 


(3) Reductions of non-capital losses — Where 
a commercial obligation issued by a debtor is settled 
at any time, the forgiven amount at that time in re- 
spect of the obligation shall be applied to reduce at 
that time, in the following order, 


(a) the debtor’s non-capital loss for each taxation 
year that ended before that time to the extent that 
the amount so applied 


(i) does not exceed the amount (in subsection 
(4) referred to as the debtor’s “ordinary non- 
capital loss at that time for the year”) that 
would be the relevant loss balance at that time 
for the obligation and in respect of the 
debtor’s non-capital loss for the year if the 
description of E in the definition “non-capital 
loss” in subsection 111(8) were read without 
reference to the expression “the taxpayer’s al- 
lowable business investment loss for the 
year’, and 


(ii) does not, because of this subsection, re- 
duce the debtor’s non- capital loss for a pre- 
ceding taxation year; 


(b) the debtor’s farm loss for each taxation year 
that ended before that time, to the extent that the 
amount so applied 


(i) does not exceed the amount that is the rele- 
vant loss balance at that time for the obliga- 
tion and in respect of the debtor’s farm loss 
for the year, and 


(ii) does not, because of this subsection, re- 
duce the debtor’s farm loss for a preceding 
taxation year; and 


(c) the debtor’s restricted farm loss for each taxa- 
tion year that ended before that time, to the extent 
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that the amount so applied 


(i) does not exceed the amount that is the rele- — 
vant loss balance at that time for the obliga- 
tion and in respect of the debtor’s restricted 
farm loss for the year, and 


(ii) does not, because of this subsection, re- 

duce the debtor’s restricted farm loss for a 

preceding taxation year. 
Related Provisions: 31(1.1)(b) — Reduction in restricted farm 
loss; 80(2)(c) — Order of application of rules; 80(2)(m) — Reduc- 
tion cannot exceed the amount of losses; 80(4)(a) — Reduction of 
allowable business investment loss carryforward; 111(8)“farm 
loss”C — Reduction in farm loss; 111(8)“non-capital loss”D.2 — 
Reduction in non-capital loss. 


(4) Reductions of capital losses — Where a 
commercial obligation issued by a debtor is settled at 
any time, the applicable fraction of the remaining 
unapplied portion of a forgiven amount at that time 
in respect of the obligation shall be applied to reduce 
at that time, in the following order, 


(a) the debtor’s non-capital loss for each taxation 
year that ended before that time to the extent that 
the amount so applied 


(i) does not exceed the amount, if any, by 
which 
(A) the relevant loss balance at that time 
for the obligation and in respect of the 
- debtor’s non-capital loss for the year 


exceeds 


(B) the debtor’s ordinary non-capital loss 
(within the meaning assigned by subpara- 
graph (3)(a)(i)) at that time for the year, 
and 


(ii) does not, because of this subsection, re- 
duce the debtor’s non-capital loss for a pre- 
ceding taxation year; and 


(b) the debtor’s net capital loss for each taxation 
year that ended before that time, to the extent that 
the amount so applied 


(i) does not exceed the relevant loss balance at 
that time for the obligation and in respect of 
the debtor’s net capital loss for the year, and 


(ii) does not, because of this subsection, re- 
duce the debtor’s net capital loss for a preced- 
ing taxation year. 
Related Provisions: 80(2)(c) — Order of application of rules; 
80(2)(e) — Determination of applicable fraction; 80(2)(m)— Re- 
duction cannot exceed the amount of losses; 111(8)“net capital 
loss”D — Reduction in net capital loss; 111(8)“non-capital 
loss”D.2 — Reduction in non-capital loss. 


(5) Reductions with respect to depreciable 
property — Where a commercial obligation issued 
by a debtor is settled at any time, the remaining un- 
applied portion of the forgiven amount at that time in 
respect of the obligation shall be applied, in such 
manner as is designated by the debtor in a prescribed 
form filed with the debtor’s return of income under 
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this Part for the taxation year that includes that time, 
to reduce immediately — that time the following 
amounts: 


(a) the capital cost to the debtor of a depreciable 
property that is owned by the debtor immediately 
after that time: and 


_ (b) the undepreciated capital cost to the debtor of 
depreciable property of a prescribed. class imme- 
diately after that time. : 

Related Provisions: 13(7.1)(g) — Reduction in even cost of 
depreciable property; 13(21)“undepreciated capital cost”E.1 — Re- 
duction in undepreciated ‘capital cost; 80(2)(c) — Order of applica- 
tion of rules; 80(2)(m) — Reduction cannot exceed the capital cost 
or u.c.c,; 80(6) — Restriction. with respect to depreciable property; 
80(13)D(a) — Income inclusion of remaining balance; 80(16) — 
Designation by Revenue Canada where debtor fails to designate; 
80.04(4)(b) — Transfer of forgiven amount after maximum desig- 
nations; 96(3) — Designation by members of partnership; 
220(3.21) — Late filing, amendment or revocation of designation. 


Regulations: 1105 (prescribed classes of depreciable property). 


(6) Restriction with respect to depreciable 
property — Where a commercial obusalion issued 
by. a debtor.is settled at any time, 


(a) an amount may be applied under subvecbion 
(5) to reduce, immediately after that time, the 
capital cost to the debtor of a depreciable prop- 
erty of a prescribed class only to the extent that: 


(i) the undepreciated capital cost to the debtor 
of depreciable property of that class . at that 
time 


exceeds _ 


(ii) the total of all other reaudhone padnedie 
ately after that time to ae undepreciated cap- 
ital cost; and 


(b) an:amount may be, applied under subsection 
(5)-to reduce; immediately after that time, the 
capital cost to the debtor of a depreciable prop- 
erty (other than a depreciable property of a pre- 
scribed class) only to the extent that 


i) the capital cost to the debtor of the prop- 
erty at that time 


exceéds 


(ii), the amount that was allowed.to. the debtor 
before that time under Part, XVII of the Jn- 
come. Tax Regulations in..respect of..the 
property. 3 : 
Regulations: 1105 (prescribed classes of depreciable property)<? 


(7) Reductions of cumulative eligible capi- 
tal — Where a commercial obligation issued by a 
debtor is settled at any time, */4 of the remaining un- 
applied portion of the forgiven amount at that time in 
respect of the obligation shall be applied (to the ‘ex- 
tent designated in a prescribed form filed ‘with the 
debtor’s return of income under this Part for the tax- 
ation year that includes that time) to reduce immedi- 
ately after that time the cumulative eligible capital of 
the debtor in respect of each business of the debtor 


S. 80(8)(e)(ii) 


(or, where the, debtor is at that time non-resident, in 
respect of each business;carried on in,Canada by the 


_ debtor). 


Related. Provisions: 14(5) cumulative. eligible capital” F: P.1,— 


_ Reduction in cumulative eligible ‘capital; 80(2)(c) — Order of appli- 
_ cation of rules; 80(2)(f) — Rule where cumulative eligible capital 


reduced; 80(2)(m) — Reduction cannot exceed the amount of cu- 
mulative eligible capital; 80(13)D(a) — Income. inclusion. of. re-, 
maining: balance; 80(16) —.Designation by Revenue Canada where, 
debtor fails to. designate; ..80:04(4)(b) — Transfer of forgiven 
amount, after maximum. designations220(3.21) —— Late. filing, 
amendment or revocation of designation;,253 — Extended meaning 
of carrying on business in Canada. ., r 


(8). Reductions of . resource expenditures — 
Where a commercial obligation issued.by a debtor is 
settled at any time, the remaining unapplied portion 
of the forgiven amount at that time in respect’of the 
obligation ‘shall beapplied’ (to the extent designated 
ina prescribed form filed with the’ debtor’s return of 
income under this Part for the taxation’ year that ’in- 
cludes that"time) to reduce yeaa og ‘ling that 
timé the following amounts: , 


‘- (a) where the debtor is a ‘corporation’ resident in 
Canada ‘throughout that year, each’ particular 
‘amount that would be determined in respect of 
the debtor under paragraph 66.7(2)(a),: (3)(a), 

» (4)(a) or (5)(@) if paragraphs 66.7(4)(a) and )(a) 

‘> were read without reference’'to the expressions 
“30% of” and “10% of’, respectively, as a conse- 
quence of the acquisition of control of the debtor 
by a person or group of persons, the debtor ceas- 

ing to be'exempt from tax under-this Part on its 
‘taxable income or:the acquisition of properties by 
the debtor by way of an amalgamation or merger, 
where the amount so applied doesnot exceed the 
successor pool. immediately. after that time for. the 
obligation: and 3 in gia nics of ae Pee 
amount; : 


(b) the cumulative Canadian exploration expense 
(within the meaning: assigned: by euunsdetion 
66.1(6)) of the debtor; 


(c) the cumulative Canadian dévelopiiknt ex- 
~ pense (within the meaning ae by subsection 
66.2(5)) of the debtor; ; 


(d) the cumulative’ Canadian oil and gas property 
expense (within the meaning assigned by Rey 
tion 66.4(5)) of the debtor; and 


(e) the total determined under paragraph 66(4)(a) 
in.respect of the debtor, where: 


(i) the debtor is resident in Canada throughout 
that year, and 


(ii) the amount so ‘opted does: not exceed 
such portion of the total of the debtor’s for- 
eign exploration and development expenses 
(within ‘the meaning assigned. by subsection 
66(15)) as: were incurred: by, the debtor before 
that time and would-be deductible under sub- 
section 66(4) in computing: the. debtor’s. in- 
come for that year if the debtor had sufficient 
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income described in subparagraph 66(4)(b)(ii) 
and if that year ended at that time. 


Related Provisions: 66(4)(a)(iii) — Reduction in claim for for- 
eign exploration and development expenses; 66.1(6)“cumulative 
Canadian exploration expense”J.1— Reduction in CCEE; 
66.2(5)“‘cumulative Canadian development expense”M.1 — Reduc- 
tion in CCDE; 66.4(5)‘cumulative Canadian oil and gas property 
expense” I. 1 — Reduction in CCOGPE; 66.7(2)(a)(ii), 66.7(3)(a)(ii), 
66.7(4)(a)(iv), 66.7(5)(a)(iii) — Reductions in successor pools; 
80(2)(c) — Order of application of rules; 80(2)(m) — Reduction 
cannot exceed the resource expenditures reduced; 80(13)D(a) — In- 
come inclusion of remaining balance; 80(16) — Designation by 
Revenue Canada where debtor fails to designate; 80.04(4)(b) — 
Transfer of forgiven amount after maximum designations; 
220(3.21) — Late filing, amendment or revocation of designation; 
256(7)—(9) — Whether control acquired. 


(9) Reductions of adjusted cost bases of 
capital properties — Where a commercial obliga- 
tion issued by a debtor is settled at any time and 
amounts have been designated under subsections (5), 
(7) and (8) to the maximum extent permitted in re- 
spect of the settlement, subject to subsection (18) 


(a) the remaining unapplied portion of the for- 
given amount at that time in respect of the obliga- 
tion shall be applied (to the extent designated in a 
prescribed form filed with the debtor’s return of 
income under this Part for the taxation year that 
includes that time) to reduce immediately after 
that time the adjusted cost bases to the debtor of 
capital properties (other than shares of the capital 
stock of corporations of which the debtor is a 
specified shareholder at that time, debts issued by 
corporations of which the debtor is a specified 

- shareholder at: that time, interests in partnerships 
that are related to the debtor at that time, depre- 
ciable property that is not of a prescribed class, 
personal-use properties and excluded properties) 
that are owned by the debtor immediately after 
that time; 


(b) an amount may be applied under this subsec- 
tion to reduce, immediately after that time, the 
capital cost to the debtor of a depreciable prop- 
erty of a prescribed class only to the extent that 


(i) the capital cost immediately after that time 
to the debtor of the property (determined 
without reference-to the settlement of the obli- 
gation at that time) 


exceeds 


(11) its capital cost immediately after that time 
to the debtor for the purposes of paragraphs 
8(1)G) and (p), sections 13 and 20 and any 
regulations made for the purpose of paragraph 
20(1)(a) (determined without reference to the 
settlement of the obligation at that time); and 


(c) for the purposes of paragraphs 8(1)(j) and (p), 
sections 13 and 20 and any regulations made for 
the purpose of paragraph 20(1)(a), no amount 
shall be considered to have been applied under 
this subsection. 
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Related Provisions: 53(2)(g.1) — Reduction in adjusted cost 
base; 80(2)(c) — Order of application of rules; 80(2)(m) — Reduc- 
tion cannot exceed the adjusted cost base; 80(10), (11) — Reduction 
of ACB of certain shares, debt and partnership interests; 
80(13)D(a) — Income inclusion of remaining balance; 80(16) — 
Designation by Revenue Canada where debtor fails to designate; 
80(18) — Limitation on designation by partnership; 80.04(4)(b) — 
Transfer of forgiven amount after maximum designations; 96(3) — 
Designation by members of partnership; 220(3.21) — Late filing, 
amendment or revocation of designation. 


Regulations: 1105 (prescribed classes of depreciable ‘property). 


(10) Reduction of adjusted cost bases of 
certain shares and debts — Where a commer- 
cial obligation issued by a debtor is settled at any 
time in a taxation year and amounts have been desig- 
nated by the debtor under subsections (5), (7), (8) 
and (9) to the maximum extent permitted in respect 
of the settlement, subject to subsection (18) the re- 
maining unapplied portion of that forgiven amount 
shall be applied (to the extent that it is designated in 
a prescribed form filed with the debtor’s return of in- 
come under this Part for the year) to reduce immedi- 
ately after that time the adjusted cost bases to the 
debtor of capital properties, owned by the debtor im- 
mediately after that time, that are shares of the capi- 
tal stock of corporations of which the debtor is a 


| specified shareholder at that time and debts issued by 


corporations of which the debtor is a specified share- 
holder at that time (other than shares of the capital 
stock of corporations related to the debtor at that 
time, debts issued by corporations related to the 
debtor at that time and excluded properties). 
Related Provisions: 53(2)(g.1) — Reduction in adjusted cost 
base; 80(2)(c) — Order of application of rules; 80(2)(m) — Reduc- 
tion cannot exceed the adjusted cost base; 80(11) — Reduction of 
ACB of certain shares, debt and partnership interests; 80(13)D(a) — 
Income inclusion of remaining balance; 80(16) — Designation by 
Revenue Canada where debtor fails to designate; 80(18) — Limita- 
tion on designation by partnership; 80.04(4)(b) — Transfer of for- 
given amount after maximum designations; 96(3) — Designation by 
members of partnership; 220(3.21) — Late. filing, amendment or 
revocation of designation. 


(11) Reduction of adjusted cost bases of 
certain shares, debts and partnership inter- 
ests — Where a commercial obligation issued by a 
debtor is settled at any time in a taxation year and 
amounts have been designated by the debtor under 
subsections (5), (7), (8), (9) and (10) to the maxi- 
mum extent permitted in respect of the settlement, 
subject to subsection (18) the remaining unapplied 
portion of that forgiven amount shall be applied (to 
the extent that it is designated in a prescribed form 
filed with the debtor’s return of income under this 
Part for the year) to reduce immediately after that 
time the adjusted cost bases to the debtor of 


(a) shares and debts that are capital properties 
(other than excluded properties and properties the 
adjusted cost bases of which are reduced at that 
time under subsection (9) or (10)) of the debtor 
immediately after that time; and 


(b) interests in partnerships that are related to the 
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_ debtor at that time that are capital properties 
(other than excluded pEmperieays of the debtor im- 
mediately after that time. 


Related Provisions: 53(2)(g.1)— Reduction in adjusted cost 
base; 80(2)(c) — Order of application of rules; 80(2)(m),— Reduc- 
tion cannot exceed the adjusted cost base; 80(13)B(a) — Income in- 
clusion where reductions in ACB are excessive; 80(16) — Designa- 
tion by Revenue Canada where debtor fails to designate; 80(17) — 
Income inclusion following reserve claim under 61.3; 80(18) — 
Limitation on designation by partnership; 80.03 — Gains on subse- 
quent dispositions; 96(3) — Designation by members. of partner- 
ship; 220(3.21) — Late filing, amendment. or revocation of 
designation. : 


(12) Capital gain where ae year capital 


loss — Where a commercial obligation issued by a : 


debtor (other than a partnership) is settled at any 
time in a taxation year and amounts have been desig- 
nated by the debtor under subsections (5); (7), (8) 
and (9) to the maximum extent permitted i in respect 
of the settlement, ~ 


(a) the debtor shall be deemed to have. a capital 
gain for the year from the disposition of capital 
property (or, where the debtor is non-resident at 
the end of the year, taxable Canadian property), 
equal to the lesser of 


(i) the remaining unapplied portion of the for- 
given amount at that time in inesPret of the ob- 
ligation, and 


(ii) the amount, if any, by which the total of 


(A) all of the debtor’s capital losses for the 
year from the dispositions of properties 
(other than listed personal properties and 
excluded properties), and 


(B) */3 of the amount that would, because 

of subsection 88(1.2), be deductible under 
paragraph 111(1)(b) in computing the 
debtor’s taxable income for the year, if the 
debtor had sufficient income and taxable 
capital gains for the year, 


exceeds the total of 


‘(C) all of the debtor’s capital gains for the 
year from the dispositions of such proper- 
ties (determined without reference to this 
subsection), and 


(D) all amounts each of which is an 

amount deemed by this subsection to be a 

capital gain of the debtor for the year as a 

consequence of the application of this sub- 

section to other commercial obligations 
settled before that time; and 


(b) the forgiven amount at that time in respect of 
the obligation shall be considered to have been 
applied under this subsection to the extent of the 
amount deemed by this subsection to be a capital 
gain of the debtor for the year as a consequence 
of the application of this subsection to the settle- 
ment of the obligation at that time. =~ 


Related Provisions: 80(2)(c) — Order of application of rules. 


S. 80(13) 


(13) Income inclusion — Where a commercial 


_ obligation issued by a debtor is settled at any time in 


a taxation year, there shall be added, in computing 
the debtor’s income for the year from the source in 
connection with which the obligation was issued, the 
amount determined by the formula . 


(A +B—C=D)E 
where 


_ A is the remaining unapplied portion of the forgiven 
amount at that time in respect of the obligation, 


Bis the lesser of 


(a) the total of all amounts ‘designated under 
subsection (11) by the debtor in respect of the 
settlement of the obligation at that time, and 


(b) the total of 
(i) the residual balance at that time in re- 


spect of the settlement of the obligation, 
and 


(ii) the amount, if any, by which the 
amount determined for C in respect of the 
settlement exceeds the amount determined 
for A in respect of the settlement, 


C is the total of all amounts each of which is an 
amount specified in an agreement filed under sec- 
tion 80.04 in respect of the settlement of the obli- 
gation at that time, 
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D is 
(a) where the debtor has designated amounts 
under subsections (5), (7), (8), (9) and (10) to 
the maximum extent permitted in respect of 
the settlement, the amount, if any, by which 


(i) the total of all amounts each of which is 
an unrecognized loss at that time, in re- 
spect of the obligation, from the disposi- 
tion of a property 

exceeds 


(ii) */3 of the total of all amounts each of 
which is an amount by which the amount 
determined before that time.under this sub- 
section in respect of a settlement of an ob- 
ligation issued by the debtor has been re- 
duced because of an amount determined 
under this paragraph, and 


'(b) in any other case, nil, and 


(a) where the debtor is a partnership, 1, and 


(b).in any other case, 0.75. 


Related Provisions: 4(1) — Income from a source; 12(1)(z.3) — 
Inclusion into income from business or property;-28(1)(d) — Inclu- 
sion in farming or fishing income when using cash method; 
61.2—61.4 — Reserves to offset amount included under 80(13); 
66.7(1)(b) (ii), 66.7(2)(b)(iv), 66.7(3)(b)Gii1), 66.7(4)(b) (iii), 
66.7(5)(b)(iii) — Resource expenditures — reduction in successor 
pools; 80(2)(c) — Order of application of rules; 80(14) — Determi- 
nation of residual balance; 80(16) — Designation by Revenue Can- 
ada to reduce reserve under 61.2; 80.04(8) — Where corporations 
become related in order to transfer forgiven amount; 95(1)“foreign 
accrual property income” A.1 — */s inclusion in FAPI; 137.1010) — 
Settlement of debts by deposit insurance corporation; 257 — 
Formula cannot calculate to less than zero. 


Interpretation Bulletins: See list at end of s. 80. 
Information Circulars: See list at end of s. 80. 
Advance Tax Rulings: ATR-27: Exchange and acquisition of 


interests in capital properties through rollovers and winding-up 
(“butterfly”). 


(14) Residual balance — For the purpose of sub- 
section. (13), the residual balance at any time in a 
taxation year in respect of the settlement of a partic- 
ular commercial obligation issued by a debtor is the 
amount, if any, by which the total of 


(a) all amounts each of which is an amount that 
would be applied under any of subsections (3) to 
(10) and (12) in respect of the settlements of sep- 
arate commercial obligations issued by directed 
persons at that time in respect of the debtor if 


(i) those obligations were issued at that time 
by those directed persons and were settled im- 
mediately after that time, 


(ii) an amount equal to the forsaven! amount at 
that time in respect of the particular obligation 
were the forgiven. amount immediately after 
that time in. respect, of each of. those 
obligations, 


(iii) amounts were designated under subsec- 
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tions (5); (7); (8), (9) and (10) by those di- 
rected persons to the maximum extent permit- 
ted in respect of the settlement of each of 
those obligations, and 


(iv) no amounts were designated under sub- 
section (11) by any of those directed persons 
in respect of the settlement of any of those ob- 
ligations, and 


(b) where the debtor is a partnership, all amounts 
each of which is '/ of an amount deducted be- 
cause of paragraph (c) or (d) in computing the 
residual balance at that time in respect of the set- 
tlement of the particular Obl gate, | 


exceeds the total of 


(c) all amounts each of which is 4f, of. the amount 

- that would be included under subsection (13), in 
computing the debtor’s income for the year in re- 
spect of the settlement at or before that. time of a 
commercial obligation issued by the debtor if the 
amounts determined for B and D in subsection 
(13) were nil, 


(d) all amounts each of which is “3 of an amount 
that would, if the amount determined for D in 
subsection (13) were nil, be included under sub- 
section (13) in computing the income of any of 
those directed persons in respect of the settlement 
of an obligation that is deemed ‘by’ paragraph 
80.04(4)(e): to have been issued by the directed 
person because of the filing of an agreement 
under section 80.04 in respect of the settlement at 
or before that time and in the year of a commer- 
cial obligation issued by the debtor, 


(e) all amounts each of which is an amount speci- 
fied in an agreement (other than an agreement 
with any of those directed persons) filed under 
section 80.04 in respect of the settlement at or 
before that time and in the year of a commercial 
obligation issued by the debtor, and__ 


(f) all amounts each of which is the lesser of 


(1) the total of all amounts designated under 
subsection (11) in respect of the settlement 
before that time and in the year of another 
commercial obligation issued by the debtor, 
and 


(ii) the residual balance of the debtor at that 
previous time. 
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Related Provisions: 80(14.1)— Meaning of “gross tax attrib- 
utes”; 80(17) — Income inclusion following reserve claim where 
residual balance is positive. 


(15) Members of partnerships — onveReie a com- 
mercial debt obligation issued by a partnership (in 
this subsection referred to as the “partnership obliga- 
tion’’) is settled at any time in a fiscal period of the 
partnership. that.ends in a taxation year of a member 
of the. partnership, 


(a) the member may deduct, in coinpoting the 

member’s income for the year, such amount. as 

the. member claims not exceeding the relevant 
©) dimit in respect of the partnership obligation; 


(b) for'the purpose of paragraph (a), the relevant 
limit in respect of the partnership obligation is the 
amount that would be included in computing the 
member’s:income for the year as a:consequence 
of the application of subsection (13) and section 
96 to the settlement of the partnership obligation 
if the partnership had designated amounts under 
subsections (5), (7), (8), (9) and (10) to the maxi- 
mum extent permitted in respect of each obliga- 
tion settled in that fiscal period and if income 
arising from the application of subsection (13) 
~ were from a source of income separate from any 
other sources of partnership income; and 


(c) for the purposes of this section and section 
80.04, 


(i) the member shall be deemed to have issued 
a commercial debt obligation that was settled 
at the end of that fiscal period, 


(ii) the amount deducted under paragraph (a) 
in respect of the partnership obligation in 
computing the member’s income shall be 
treated as if it were the forgiven amount at the 
end of that fiscal period in respect of the obli- 
gation referred to in subparagraph, (i), 


(iii) subject to subparagraph (iv), the obliga- 
tion referred to in. subparagraph. (i) shall be 
deemed.to have been issued at the same time 
at which, and in the same circumstances in 
which, the. partnership obligation was issued, 


(iv) where the member is a corporation the 
control of which was acquired at a particular 
time that is before the end of that fiscal period 
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and before the corporation became a member 
of the partnership and the partnership obliga- 
tion was issued before the particular time, 


(A) subject to the application of this sub- 
paragraph to an acquisition of control of 
the corporation after the particular time 
and before the end of that fiscal period, the 
obligation referred to in subparagraph (1) 
shall be deemed to have been issued by the 
member after the particular time, and 


(B) paragraph (e) of the definition “rele- 
vant loss balance” in subsection (1), para- 
graph (f) of the definition “successor pool” 
in that subsection and paragraph (b) of the 
definition “unrecognized loss” in that sub- 
section do not apply in respect of that ac- 
quisition of control, and 


(v) the source in connection with which the 
obligation referred to in subparagraph (1) was 
issued shall be deemed to be the source in 
connection with which the partnership obliga- 
tion was issued. : 


Related Provisions: 4(1) — Income from a source; 20(1)(uu) — 
Deduction for amount allowed under para. 80(15)({a); 61.2:A(b) — 
Effect of para. 80(15)(a) on reserve for individuals; 61.2:A(b), 
61.3(1)(a)(i1), 61.3(2)(a)(ii), 61.4(a)AGi) — Reserve in respect of 
debt forgiven; 80(1) — “Person” includes a partnership; 80(2)(n) — 
Commercial debt obligation issued by partner — deemed issued by 
partnership; 80(13)E(a) — Income inclusion where debtor is part- 
nership; 80(14)(b) — Residual balance where debtor is partnership; 
80(18) — Limitation on designation by partnership; 96(3) — Desig- 
nation by members of partnership; 256(7) — Whether control ac- 
quired; 256(8) — Deemed acquisition of shares. 


(16) Designations by Minister — Where a com- 
mercial obligation issued by a debtor is settled at any 
time in a taxation year and, as a consequence of the 
settlement an amount would, but for this subsection, 
be deducted under section 61.2 or 61.3 in computing 
the debtor’s income for the year and the debtor has 
not designated amounts under subsections (5) to (11) 
to the maximum extent possible in respect of the 
settlement, 


(a) the Minister may designate amounts under 
subsections (5) to (11) to the extent that the 
debtor would have been permitted to designate 
those amounts; and 


(b) the amounts designated by the Minister shall, 
except for the purpose of this subsection, be 
deemed to have been designated by the debtor as 
required by subsections (5) to (11). 


(17) Income inciusion where residual balance 
a positive amount — Where a commercial obli- 
gation issued by a corporation is settled at any time 
in a taxation year and, as a consequence of the settle- 
ment an amount is deducted under section 61.3 in 
computing the corporation’s income for the year, un- 
less the corporation has commenced to wind up on 
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or before the day that is 12 months after the end of 
the year there shall be added in computing the corpo- 
ration’s income for the year from the source in con- 
nection with which the obligation was issued 50% of 
the lesser of 


(a) the total of all amounts designated under sub- 
section (11) by the corporation in respect of the 
settlement of the obligation at that time, and 


(b) the amount, if any, by which the lesser of 


(i) the residual balance (within the meaning 
assigned by subsection (14)) of the corpora- 
tion at that time in respect of the settlement of 
the obligation, and 


(ii) the amount, if any, by which the amount 
deducted under section 61.3 in computing the 
corporation’s income for the year exceeds the 
amount, if any, deducted because of paragraph 
37(1)(f.1) in determining the balance deter- 
mined under subsection 37(1) in respect of the 
corporation after the year because of an 
amount deducted under section 61.3 in com- 
puting the corporation’s income for the year 


exceeds the total of all amounts included because 
of this subsection in computing the corporation’s 
income for the year in respect of a settlement 
before that time of a commercial obligation is- 
sued by the corporation. 


Related Provisions: 4(1) — Income from a source; 12(1)(z.3) — 
Inclusion in income from business or property; 28(1)(d) — Inclu- 
sion in farming or fishing income when using cash method; 
66.7(1)(b)(Gii), 66.7(2)(b)(iv), 66.7(3)(b)(iii), 66.7(4)(b)(iii), 
66.7(5)(b)(iii) — Resource expenditures — reduction in successor 
pools. 


(18) Partnership designations — Where a com- 
mercial obligation issued by a partnership is settled 
at any time after December 20, 1994, the amount 
designated under subsection (9), (10) or (11) in re- 
spect of the settlement by the partnership to reduce 
the adjusted cost base of a capital property acquired 
shall not exceed the amount, if any, by which the ad- 
justed cost base at that time to the partnership of the 
property exceeds the fair market value at that time of 
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the property. 


History [S. 80]: S: 80 substituted by 1995, c. 21, s. 27, applicable 
to taxation years that end after February 21, 1994, except that 


(a) the amended section does not, other than for the purposes of 
subsections 6(15) and (15.1) and 15(1.2) and (1.21) and section 
79, apply to any obligation settled or extinguished 


(i) before February 22, 1994, 
(ii) after February 21, 1994 


(A) under the terms of an agreement in writing entered 
into on or before that date, or 


(B) under the terms of any amendment to such an 
agreement, where that amendment was entered into in 
writing before July 12, 1994 and the amount of the set- 
tlement or extinguishment was not substantially greater 
than the settlement or extinguishment provided 1 under 
the terms of the agreement, 


(iii) before 1996 pursuant to a restructuring of debt in con- 
nection with a proceeding commenced in a court in Canada 
before February 22, 1994, 


(iv) before 1996 in connection with a proposal (or notice of 
intention to make a proposal) that was filed under the Bank- 
ruptcy and Insolvency Act, or similar legislation of a coun- 
try other than Canada, before February 22, 1994, or 


(v) before 1996 in connection with a written offer that was 
made by, or communicated to, the holder of the obligation 
before February 22, 1994; 


(b) in its application with respect to interest: accruing before 
July 14, 1990, the words “was deductible” in paragraph 
80(2)(b), shall be read as “was deducted”; and 


(c) a form referred to in section 80 shall be deemed to have 
been filed on a timely basis if it is filed with the Minister of 
National Revenue before’ 1996. 


History [former s. 80]: subsec. 80(4) 


Subsec. 80(4) substituted by 1994, c. 7, Sch. I (1991, c. 49), s. 58, 
applicable to interest in respect of debts or other obligations settled 
or extinguished after May 9, 1985, except that, in its application to 
interest accruing before July 14, 1990, the subsec. shall be read as 
follows: 


(4) For the purposes of subsections (1) and (3), an amount of 
interest in respect of a debt or other obligation of a taxpayer 

~ shall be deemed to be a debt or other obligation issued by the 
taxpayer that 


(a) has a principal amount, and 
(b) was issued by the taxpayer for an amount, 


equal to the portion of the amount of the interest that was 
deducted, or would, but for subsection 18(2) or (3.1) or sec- 
tion 21, be deductible, in computing the taxpayer’s income 
under this Part for a taxation year. 


Subsec. (4) formerly read: 


(4) Principal for interest payable — For the purposes of 
subsections (1) and (3), an amount of interest payable by a 
taxpayer on a debt or other obligation shall be deemed to 
have a principal amount equal to the portion thereof that was 
deducted, or would, but for subsection 18(2) or (3.1) or sec- 
tion 21, have been deductible, in computing the taxpayer’s 
income for a taxation year under this Part. 


Pre-RSC History [former s. 80]: subsec. 80(1) 
Para. 80(1)(f) substituted by 1987, c. 46, s. 27, applicable to 1983 et 
seq. Para. (f) formerly read: 


(f) the excess is otherwise required to be included in comput- 
ing his income for the year or to be deducted in computing 
the capital cost to him of any depreciable property or the ad- 
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justed cost base to him of any capital property, 


Para. 80(1)(d) substituted, paras. 80(1)(g) and (h) added by 1985, c. 
45, subsecs. 37(1), (2), applicable with respect to debts and obliga- 
tions settled or extinguished after May 9, 1985. Para. (d) formerly 
read: 


(d) the debt or obligation was such that, if interest had been 
paid by the taxpayer in respect of it, no deduction would have 
been permitted by this Part in respect of that interest in com- 
puting the taxpayer’s income, 


Subpara. 80(1)(a)(@.1) added by 1984, c. 1, s. 35, appeal to 1983 
et seq. 


S. 80 renumbered as subsec. 80(1) by 1980-81-82-83, c. 140, sub- 
sec. 43(1), applicable after November 12, 1981. 


Para. 80(1)(f) substituted by 1973-74, c. 14, s. 21, applicable to 
1972 et seq. 


subsec. 80(2) 


Subsec. 80(2) added by 1980-81-82-83, c. 140, subsec. 43(2), appli- 
cable to amalgamations occurring after November 12, 1981. 


subsec. 80(3) 


Subsec. 80(3) substituted by 1985, c. 45, subsec. 37(3), applicable 
with respect to debts and other obligations settled or extinguished 
after 1983 except that an election under subsec. 80(3) in respect of 
the settlement or extinguishment of a debt or other obligation of a 
parent to pay an amount to a subsidiary may be filed in prescribed 
form at any time on or before the day that is the later ’of 


(a) the day on or before which it would be required by subsec. 
80(3) to be filed, and 


(b) December 31, 1986. 
Subsec. (3) formerly read: 


(3) Deemed settlement on winding-up — Where there has 
been a winding-up to which subsection 88(1) applies and a 
debt or other obligation of the subsidiary to pay an amount to 
the parent is settled or extinguished on the winding-up with- 
out any payment by the subsidiary or by the payment of an 
amount less than both the principal amount of the debt or ob- 
ligation and the amount that would have been the parent’s 
cost amount of the debt or obligation immediately before the 
winding-up if the definition “cost, amount” in section 248 
were read without reference to paragraph (e) thereof, the debt 
or obligation shall be deemed to have been settled or extin- 
guished on the winding-up by a payment made by the subsid- 
iary and received by the parent of an amount equal to the 
amount that would have been the parent’s cost amount of the 
debt or obligation immediately before the winding-up if the 
definition “cost amount” in section 248 were read without 
reference to paragraph (e) thereof, if the parent so elects in 
prescribed form on or before the day the parent is required to 
file a return of income pursuant to section 150 for the taxation 
year in which the debt or obligation was. settled or 
extinguished. 


Subsec. 80(3) added by. 1980-81-82-83, c. 140, subsec. 43(2), appli- 
cable by 1984, c. 1, s. 110 (deemed in force on March 30, 1983), to 
windings-up occurring after November 12, 1981, except that an 
election under subsec. 80(3) may be made at any time before 1984. 


subsec. 80(4) 


Subsec. 80(4) added by 1985, c..45; subsec. 37(4), applicable with 
respect to debts and obligations settled or extinguished after May 9, 
1985. 


Selected Cases [former s. 80]: Molstad Development Co. v. 
Canada, [1997] 2 C.T.C. 2360 (TCC) (Borrowed funds were capi- 
tal, even if proceeds used to acquire inventory); Denthor Develop- 
ments Ltd. v. Canada, [1997] 1 C.T.C. 2075 (TCC) (No proceeds of 
disposition of land until land is sold); Carma Developers Ltd. v. 
Canada, [1996] 3 C.T.C. 2029 (TCC) (‘‘Settlement” means final 
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settlement and extinguishment of debt from debtor’s perspective); 


King Rentals Ltd. v. Canada, [1995] 2 C.T.C. 2612 (TCC) (Consid-_ . 


eration for debt was amount of debt for which shares were issued 
and credit made to share capital, not fair market value of the debt). 


Definitions [s. 80]: “acquired” — 256(7)-(9); “adjusted cost 
base” — 54, 248(1); “amount” — 248(1); “applicable fraction” — 
80(2)(d); “bankrupt” — 248(1); “beneficially interested” — 
248(25); “business” — 80.03(7)(b)(iii), 248(1); “Canada” — 255; 
“Canadian partnership” — 102(1), 248(1); “capital gain”, “capital 
loss” — 39(1), 248(1); “capital property” — 54, 248(1); “carried on 
in Canada” — 253; “commercial debt obligation” — 80(1); “con- 
trol” — 80(2)(), 256(7)-(9); “controlled, directly or indirectly” — 
256(5.1); “corporation” — 248(1), Interpretation, Act 35(1); “cost 
amount” — 248(1); “cumulative eligible capital” — 14(5), 248(1); 
“debtor” — 80(1); “depreciable property” — 13(21), 248(1); “di- 
rected person” — 80(1); “disposition” — 50(1), 54; “distress pre- 
ferred share”, “eligible Canadian partnership”, “excluded obliga- 
tion”, “excluded property”, “excluded security’ — 80(1); “farm 
loss” —111(8), 248(1); “fiscal period” — 248(1), 249(2)(b), 249.1; 
“forgiven amount” — 80(1), 80.01(8)(b), 80.03(7)(b)(ii); “gross. tax 
attributes” — 80(14.1) “listed personal property” — 54, 248(1); 


“Minister” — 248(1); “net capital loss”, “non-capital loss” — 
111(8), 248(1); “non-resident” — 248(1); “‘non-resident-owned in- 
vestment corporation” — 133(8), 248(1); “ordinary non-capital 


loss” — 80(3)(a)(i); “partnership obligation”.— 80(15); “person” — 
80(1),, 248(1); “personal-use property” — 54, 248(1); “prescribed”, 


“principal amount”, “property”, “regulation” — 248(1); “re- 
lated” — 80(2)q), 251(2); “relevant limit’ — 80(15)(b); “relevant 
loss balance” — 80(1); “residual balance” — 80(14); “resident in 


Canada” — 250; “restricted farm loss” — 31, 248(1); “settled” — 
80(2)(a), 80.01(3)-(9), 80.02(2)(c), 80.02(7)(a), 80.03(7)(b)(i); 
“share” — 248(1); “source” — 4(1), 80.03(7)(b)(iv); “specified 
shareholder” — 248(1); “successor pool” — 80(1); “taxable Cana- 
dian corporation” — 89(1), 248(1); “taxable Canadian property” — 
115(1)(b), 248(1); “taxable capital gain” — 38(a), 248(1); “taxable 
income” — 2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxation year” — 11(2), 249; “trust” — 104(1), 
248(1), (3); “undepreciated capital cost” — 13(21), 248(1); “unrec- 
ognized loss” — 80(1); “writing” — Interpretation Act 35(1). 


1.T. Application Rules [s. 80]: 26(1.1) (debt outstanding since 
before 1972.). 


Interpretation Bulletins [s. 80]: IT-109R2: Unpaid amounts; IT- 
142R3: Settlement of débts on the winding-up of a corporation; IT- 
143R2: Meaning of “eligible capital expenditure”; [T-232R2: Non- 
capital losses, net capital losses, restricted farm losses, farm losses 
and limited partnership losses — their composition and deductibil- 
ity in computing taxable income; IT-262R2: Losses of non-residents 
and part-year residents; IT-268R3: Inter vivos transfer of farm prop- 
erty to child; IT-293R: Debtor’s gain on settlement of debt; IT-382: 
Debts bequeathed or forgiven on death; IT-430R3: Life insurance 
proceeds received by a private corporation or a partnership as a con- 
sequence of death; IT-474R: Amalgamations of Canadian corpora- 
tions; IT-488R2: Winding-up of 90%-owned taxable Canadian 
corporations. 


Information Circulars [s. 80]: 88-2, para. 23: General anti- 
avoidance rule — section 245 of the Income Tax Act; 88-2 Supple- 
ment, para. 6: General anti-avoidance rule — section 245 of the Jn- 
come Tax Act. 


80.01 (1) Definitions — In this section, 


“commercial debt obligation” has the meaning as- 
signed by subsection 80(1); 


“commercial obligation” has the meaning assigned 
by subsection 80(1); 


“debtor” has the meaning assigned by subsection 
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80(1); 


“distress preferred share” has the meaning: as- | 


signed by subsection 80(1); 


“forgiven amount” has the meaning assigned by > 


subsection 80(1) except that, where an amount 
would be included in computing a person’s income 
under paragraph 6(1)(a) or subsection 15(1) as a con- 
sequence of the settlement of an obligation if the ob- 
ligation were settled without any payment being 
made in satisfaction of its principal amount, “for- 
given amount” in respect of that obligation has the 
meaning assigned by subsection 6(15.1) or 15(1.21), 
as the case may be; 


“person” has the meaning assigned by subsection 
80(1); 


“specified cost” at any time to a person of an obliga- 
tion means, 


(a) where the obligation is capital property of the 
person at that time, the adjusted cost base at that 
time to the person of the obligation, and 


(b) in any other case, the cost amount to the per- 
son of the obligation. 


(2) Application — For the purposes of this section, 


ce) PSE 80(2)(a), (b), G), (1) and (n) apply; 
an 


(b). a person has a significant interest in a corpo- 
ration at any time if the person owned at that time 


(i) shares of the capital stock of the corpora- 
tion that would give the person 25% or more 
of the votes that could be cast under all cir- 
cumstances at an annual meeting of share- 
holders of the corporation, or | 


(ii) shares of the capital stock of the corpora- 
tion having a fair market value of 25% or 
more of the fair market value of all the issued 
shares of the capital stock of the corporation 


and, for the purposes of this paragraph, a person 
shall be deemed to own at any time each share of 
the capital stock of a corporation that is owned, 
otherwise than because of this paragraph, at that 
time by another person with whom the person 
does not deal at arm’s length. 


(3) Deemed settlement on amalgamation — 
Where a commercial obligation or another obligation 
(in this subsection referred to as the “indebtedness”’) 
of a debtor that is a corporation to pay an amount to 
another corporation (in this subsection referred to as 
the “creditor’’) is settled on an amalgamation of the 
debtor and the creditor, the indebtedness shall be 
deemed to have been settled immediately before the 
time that is immediately before the amalgamation by 
a payment made by the debtor and received by the 
creditor of an amount equal to the amount that would 
have been the creditor’s cost amount of the indebted- 
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ness at that time if 


(a). the definition “cost amount” in. subsection 
248(1) were read without reference to oe 
(e) of that definition; and 


(b) that cost amount included amounts added in 
computing the creditor’s income in respect of the 
portion of the indebtedness representing unpaid 
interest, to the extent those amounts have not 
been deducted in computing the creditor’s in- 
come as bad debts in respect of that unpaid 
interest. 


Related Provisions: 80(3)-(13) — Treatment of obligation 
deemed to have been settled. 


(4) Deemed settlement on winding-up — 
Where there is a winding-up of a subsidiary to which 
the rules in subsection 88(1) apply and 


(a) a debt or other obligation (in this subsection | 


referred to as the “subsidiary’s obligation’) of the 
subsidiary to pay an amount to the parent, or 


(b) a debt or other obligation (in this subsection 
referred to as the “parent’s obligation”) of the 
parent to pay an amount to the subsidiary 


is, aS a consequence of the winding-up, settled at a 


particular time without any payment of an amount or | 


by the payment of,.an amount that is less than the 
principal amount of the subsidiary’s obligation or the 
parent’s obligation, as the case may be, 


(c) where that payment is less than the amount 
that would have been the cost amount to the par- 
ent or subsidiary of the subsidiary’s obligation or 
the parent’s obligation immediately before the 
particular time if the definition “cost amount” in 
subsection 248(1) were read without reference: to 
paragraph (e) of that definition and the parent so 
elects in a prescribed form on or before the day 
on or before which the parent is required to file a 
return of income pursuant to section 150 for the 
taxation year that includes the particular time, the 
amount paid at that time in satisfaction of the 
principal amount of the subsidiary’s obligation or 
the parent’s obligation shall be deemed to be 
equal to the amount that would be the cost 
amount to the parent or the subsidiary, as the case 


may be, of the subsidiary’s obligation or the par- — 


ent’s obligation immediately before the particular 
time if 
(i) the definition “cost amount” in subsection 
248(1) were read without reference to para- 
graph (e) of that definition, and 


(ii) that cost amount included amounts added 
in computing the parent’s income or the sub- 
sidiary’s income in respect of the portion of 
the indebtedness representing unpaid interest, 
to the extent that the parent or the subsidiary 
has not deducted any amounts as bad debts in 
respect of that unpaid interest, and 


(d) for the purposes of applying section 80 to the 


S. 80.01(6)(a)(@(A) 


subsidiary’s obligation, where property is distrib- 

uted at any time in circumstances,to which para- 

_ graph 88(1)(a) or (b) applies and the subsidiary’s 

obligation is settled as a consequence of the dis- 

_ tribution, the subsidiary’s obligation shall be 

deemed to have been settled immediately before 

~ the time that is immediately before the time of 
the distribution and not at any later time. 

Related Provisions: 50(1)(b)(ii) —Deemed disposition of debt 

or shares on winding-up; 80(3)—-(13) — Treatment of obligation 

deemed to have been settled; 80.01(5) — Where distress preferred 

share issued; 220(3.2); Reg. 600(b) — Late cstnie or revocation of 

election under 80.01(4)(c). 


Advance Tax Rulings: ATR-66: Non-arm’s length wansfer of 
debt followed by a winding-up and a sale of shares. 


Forms: T2027: Election to deem amount.of settlement of.a.debt or 
obligation. 


(5). Deemed, settlement on winding-up — 
Where there is a winding-up of a subsidiary to which 
the rules in subsection 88(1) apply. and, as a,conse- 
quence of the winding-up, a distress preferred share 
issued by the subsidiary and owned by the parent (or 
a distress preferred share issued by the parent and 
owned by the subsidiary) is settled at any time with- 
out any payment of an amount or by the payment of 
an amount that is less than the principal amount of 
the: share, 


(a) where'the payment was less than the adjusted 
cost base of the share to the parent.or the subsidi- 
ary, as the case may be, immediately before that 
time, for the purposes of applying the provisions 
of this. Act.to the issuer of the share, the amount 

. paid at that. time in satisfaction of the, principal 
amount of the share shall be deemed to be equal 
to. its adjusted cost base to the parent or to the 
subsidiary, as the case may be; and 


(b) for the purposes of applying ‘section 80 to the 
share, where property is distributed at any time in 
circumstances to which paragraph 88(1)(a) or (b) 
applies and the ‘share is settled as a consequence 
of the distribution, the share shall be deemed to 
have been settled immediately before the time 
that is immediately before the time of the distri- 
bution and not at any later time. 
Related Provisions: 50(1)(b)(ii) — Deemed sdicinitien of debt 
or shares-on winding-up; 80(3)-(13) — Treatment of obligation 
deemed to have been settled; 80.02(2)(c) — Meaning of “settled” 
for distress preferred shares; 88(1)(b) — Determination of proceeds 
of disposition to parent. 


(6) Specified obligation in relation to debt 
parking — For the purpose of subsection (7), an 
obligation issued by a debtor is, at a particular time, 
a specified obligation of the debtor where 


(a) at any previous time (other than a time before 
the last time, if any, the obligation became a 
parked obligation before the particular time), 


(i) a person who owned the obligation 
(A) dealt at arm’s length with the debtor, 
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and 


(B) where the debtor is a corporation, did 
not have a significant interest in the debtor, 
or 


(ii) the obligation was acquired by the holder 
of the obligation from another person who 
was, at the time of that acquisition, not related 
to the holder or related to the holder only be- 
cause of paragraph 251(5)(b); or 


(b) the obligation is deemed by subsection 50(1) 
to be reacquired at the particular time. 
Related Provisions: 80(2)(j), 80.01(2)(a) — Special rules for de- 


termining the meaning of “related” and “‘arm’s length”; 80.01(7) — 
Meaning of “parked obligation”. 


(7) Parked obligation — For the purposes of this 
subsection and subsections (6), (8) and (10), 


(a) an obligation issued by a debtor is a “parked 
obligation” at any time where at that time 


(i) the obligation is a specified obligation of 
the debtor, and 


(ii) the holder of the obligation 


(A) does not deal at arm’s length with the 
debtor, or ) 


(B) where the debtor is a corporation and 
the holder acquired the obligation after 
July 12, 1994 (otherwise than pursuant to 
an agreement in writing entered into on or 
before July 12, 1994), has a significant in- 
terest in the debtor; and 


(b) an obligation that is, at any time, acquired or 
reacquired in circumstances to which subpara- 
graph (6)(a)(ii) or paragraph (6)(b) applies shall, 
if the obligation is a parked obligation immedi- 
ately after that time, be deemed to have become a 
parked obligation at that. time. 

Related Provisions: 80(2)(j), 80.01(2)(a) — Special rules for de- 

termining the meaning of “related” and thence “arm’s length”; 

80.01(6) — Meaning of “specified obligation”. 


(8) Deemed settlement after debt parking — 
Where at any particular time after February 21, 1994 
a commercial debt obligation that was issued by a 
debtor becomes a parked obligation (otherwise than 
pursuant to an agreement in writing entered into 
before February 22, 1994) and the specified cost at 
the particular time to the holder of the obligation is 
less than 80% of the principal amount of the obliga- 
tion, for the purpose of applying the provisions of 
this Act to the debtor © 

(a) the obligation shall be deemed to have been 

settled at the particular time; and 


(b) the forgiven amount at the particular time in 
respect of the obligation shall be determined as if 
the debtor had paid an amount at the particular 
time in satisfaction of the principal amount of the 
obligation equal to that specified cost. 


Related Provisions: 40(2)(e.1), (e.2), (g)(ii), 85(4), 9773) — 
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Stop-loss rules on disposition of debt; 50(1)(a) — Deemed. disposi- | 
tion of bad debt; 79(3)F(b)(i), (iii) — Where property surrendered | 
to creditor; 80(1)“forgiven amount”B(g) — Debt forgiveness rules | 
do not apply if parked obligation subsequently forgiven; | 
80(3)-(13) — Treatment of obligation deemed to have been settled; 
80.01(7) — Meaning of “parked obligation”; 80.01(10) — Subse- | 
quent payments; 80.01(11) — Foreign currency fluctuation to be | 
ignored. 


(9) Statute-barred debt — Where at any particu- 
lar time after February 21, 1994 a commercial debt — 
obligation issued by a debtor that is payable to a per- 
son (other than a person with whom the debtor is re- 
lated at the particular time) becomes. unenforceable 
in a court of competent jurisdiction because of a stat- 
utory limitation period and the obligation would, but 
for this subsection, not have been settled or extin- 
guished at the particular time, for the purpose of ap- 
plying the provisions of this Act to the debtor, the 
obligation shall be deemed to have been settled at 
the particular time. 

Related Provisions: 80(1)‘forgiven amount’B(g) — Debt for- 
giveness rules do not apply; 80(2)(j), 80.01(2)(a) — Special rules 
for determining the meaning of “related”; 80(3)—(13) — Treatment 
of obligation deemed to have been settled; 80.01(10) — Subsequent 
payments; 80.01(11) — Foreign currency fluctuation to be ignored. 


(10) Subsequent payments in satisfaction of 
debt — Where a commercial debt obligation issued 
by a debtor is first deemed by subsection (8) or (9) to 
have been settled at a particular time, at a subsequent 
time a payment is made by the debtor of an amount 
in satisfaction of the principal amount of the obliga- 
tion and it cannot reasonably be considered that one 
of the reasons the obligation became a parked obli- 
gation or became unenforceable, as the case may be, 
before the subsequent time was to have this subsec- 
tion apply to the payment, in computing the debtor’s 
income for the taxation year (in this subsection re- 
ferred to as the “subsequent year’’) that includes the 
subsequent time from the source in connection with 
which the obligation was issued, there may be de- 
ducted the amount determined by the formula 


0.75(A — B) —C 
where 
A is the amount of the payment, 
B_ is the amount, if any, by which 
(a) the principal amount of the obligation 
exceeds the total of 


(b) all amounts each of which is a forgiven 
amount at any time 


(i) in the period that began at the particular 
time and ended immediately before the 
subsequent time, and 
(ii) at which a particular portion of the ob- 
ligation is deemed by subsection (8) or (9) 
to be settled 

in respect of the particular portion, and 


(c) all amounts paid in satisfaction of the prin- 
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cipal amount of the obligation in the period 
that began at the particular time and ended im- 
mediately before the subsequent time, and . 


C is the amount, if any, by which the total of 


(a) all amounts deducted under section 61.3 in 
computing the debtor’s income for the subse- 
quent year or a preceding taxation year, _ 
(b) all amounts added because of subsection 
80(13) in computing the debtor’s income for 
the subsequent year or a preceding taxation 
year in respect of a settlement under subsec- 
tion (8) or (9) in a period during which the 
debtor was exempt from tax under this Part on 
its taxable income, and 


(c) all amounts added because of subsection 
80(13) in computing the debtor’s income for 
the subsequent year or a preceding taxation 
year in respect of a settlement under subsec- 
tion (8) or (9) in a period during which the 
debtor was non-resident (other than any of 
those amounts added in computing» the 
debtor’s taxable income or taxable income 
earned in Canada) 


exceeds the total of 


(d) the amount, if any, deducted because of 
paragraph 37(1)(f.1) in determining the bal- 
ance determined under subsection 37(1) in re- 
spect of the debtor immediately after the sub- 
sequent year, and 


(e) all amounts by which‘the amount deducti- 

ble under this subsection’in respect of a pay- 

ment made by the debtor before the subse- 

quent time in computing the debtor’s income 

for the subsequent year or a preceding year 

has been reduced because of this description. 
Related Provisions: 3, 4(1)—JIncome from ‘a source; 
20(1)(uu) — Deduction for amount allowed under subsec. 
80.01(10); 80.01(7) — Meaning of. “parked obligation”; 
87(2)(1.21) — Amalgamations — continuing corporation; 257 — 
Formula cannot calculate to less than zero. 


(11) Foreign currency gains and losses — 
Where an obligation issued by a debtor is denomi- 
nated in a currency (other than the Canadian cur- 
rency) and the obligation is deemed by subsection 
(8) or (9) to have: been settled, those subsections do 
not apply for the purpose of determining any gain or 
loss of the debtor on the settlement that is attributa- 
ble to a fluctuation in the value of the currency rela- 
tive to the value of Canadian currency. 

Related Provisions: 39(2) — Gain or loss on fluctuation of for- 
eign currency; 79(7) — Currency fluctuation where property surren- 


dered to creditor; 80(2)(k) — Determination of forgiven amount 
where obligation denominated in foreign currency. 

History [s. 80.01]: S. 80.01 added by 1995, c. 21,-s. 27, applicable 
to taxation years that end after February 21, 1994, except that it 
does not, other than for the purposes of subsections 6(15) and (15.1) 
and 15(1.2) and (1.21) and section 79, apply to any obligation set- 
tled or extinguished 


(i) before February 22, 1994, 


S. 80.02(2)(b) (iii) 


(ii) after February 21, 1994 


(A) under the terms of an agreement in writing entered into 
on or. before that date, or 


(B) under the terms of any amendment to such an agree- 
ment, where that amendment was entered into in writing 
before July 12, 1994.and the amount of the settlement or 
extinguishment was not substantially greater than the settle- 

_ Mentor extinguishment provided under the terms of the 
agreement, 


| (iii) before 1996 pursuant,to a Picuine of debt. in connec- 
tion with a proceeding commenced in a court in Canada before 
February 22, 1994, 


(iv) before 1996 in connection with a proposal (or notice of in- 
tention to make a proposal) that was filed under the Bankruptcy 
and Insolvency Act, or similar legislation of a country other 
than Canada, before February 22, 1994; or 


(v) before 1996 in connection with a written offer that was 
made by, or communicated. to, the holder of the obligation 
before February 22, 1994. 


Definitions [s. 80.01]: “adjusted cost base’ —54, 248(1); 
“amount” — 248(1); “‘arm’s length” — 80(2)Q), 80.01(2)(a); 
251(1); “capital property” — 54; 248(1); ‘commercial debt obliga- 
tion’, “commercial SbUB SON Se \S0EL), 80.01(1); “corporation”: — 
248(1), Interpretation Act 35(1); “cost:amount” —'248(1); “credi- 
tor” — 80.01(3);-“debtor”,..“‘distress preferred share” — 80(1), 
80.01(1); “forgiven. amount” — 80(1), 80.01(1), 80.01(8)(b); “‘par- 
ent” — 88(1); “parked obligation” — 80.01(7); “person” — 80(1), 
80.01(1); “prescribed”, “principal amount” — 248(1); “related” 
80(2)G), 80.01(2)(a), 251(2);: “settled” — 80(2)(a), 80.01(3)-(9), 
80.02(2)(c), 80.02(7)(a); “significant interest” — 80.01(2)(b); 
“source” — 4(1); “specified cost” — 80.01(1); “specified, obliga- 


- tion” — 80.01(6); “specified shareholder” — 248(1); “subsidi- 


ary” — 88(1); “taxation year’ — 249; “writing” 
Act 35(1). 


— Interpretation 


80.02 (1) Definitions — In this section, “commer- 
cial debt obligation’, “commercial obligation’, ““dis- 
tress preferred share” and “person” have the mean- 
ings assigned by subsection 80(1). 


(2) General rules: for distress preferred 


- shares — For the purpose of applying the provi- 


sions of this Act to an issuer of a distress preferred 
share, 


_, (a) the principal amount, at any time, of the share 
shall be deemed to be the amount (determined at 
that time) for which the share was issued; 


(b) the amount for which, the share was issued 
shall, at any.time,.be deemed to be the amount,.if 
any, by which the total of 


(i) the amount for which the share was issued, 
determined’ without reference to this para- 
graph, and 


(ii) all amounts by which the paid-up foapital 
in respect of the share increased after the 
share was issued and before that time 


exceeds 


(iii) the total of all amounts each of which is 
an amount paid before that time on a reduc- 
tion of the paid-up capital in respect of ‘the 
share, except to the extent that the amount is 
deemed by section 84 to have been paid asa 
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dividend; 
(c) the share shall be deemed to be settled at such 


time as it is redeemed, acquired or cancelled by 
the issuer; and 


(d) a payment in satisfaction of the principal 
amount of the share is any payment made on a 
reduction of the paid-up capital in respect of the 
share to the extent that the payment would be 
proceeds of disposition of the share within the 
meaning that would be assigned by the definition 
“proceeds of disposition” in section 54 if that def- 
inition were read without reference to paragraph 
(j). 

Related Provisions: 80.02(3)(b), | 80.02(5)(b) — Deemed 

amounts for purposes of subpara. 80.02(2)(b)(1). 


(3) Substitution of distress preferred share 
for debt — Where any part of the consideration 
given by a corporation to another person for the set- 
tlement or extinguishment at any time of a commer- 
cial debt obligation that was issued by the corpora- 
tion and owned immediately before that time by the 
other person consists of a distress preferred share is- 
sued by the corporation to the other person, 


(a) for the purposes of section 80, the amount 
paid at that time in satisfaction of the principal 
amount of the obligation because of the issue of 
that share shall be deemed to be equal to the 
lesser of 


(i) the principal amount of the obligation, and 


(11) the amount by which the paid-up capital in 
respect of the class of shares that include that 
share increases because of the issue of that 
share; and 


(b) for the purpose of subparagraph (2)(b)(i), the 
amount for which the share*was issued shall be 
deemed to be equal to the amount deemed by'par- 
agraph (a) to have been paid at that time... 


Related Provisions: 80.02(2) — General rules. 


(4) Substitution of commercial debt 
obligation for distress preferred share — 
Where any part of the consideration given by a cor- 
poration to another person for the settlement at any 
time of a distress preferred share that was issued by 
the corporation and owned immediately before that 
time by the other person consists: of a commercial 
debt obligation issued by the corporation to the other 
person, for the purposes of section 80 


(a) the amount paid at that time in satisfaction of 
the principal amount of the share because of the 
issue of that obligation shall be deemed to be 
equal to the principal amount of the obligation; 
and 


(b) the amount for which the obligation was is- 
sued shall be deemed to be equal to its principal 
amount. 


Related Provisions: 80.02(2) — General rules. 


Income Tax Act, Part I; Div. B 


(5) Substitution of distress preferred share 
for other distress preferred share — Where 
any part of the consideration given by a corporation 
to another person for the settlement at any time of a 
particular distress preferred share that was issued by 
the corporation and owned immediately before that 
time by the other person consists of another distress 
preferred share issued by the corporation to the other 
person, for the purposes of section 80 


(a) the amount paid at that time in satisfaction of 
the principal amount of the particular share be- 
cause of the issue of the other share shall be 
deemed to be equal to the amount by which the 
paid-up capital in respect of the class of shares 
that includes the other share increases because of 
the issue of the other share; and 


(b) for the purpose of subparagraph (2)(b)(i), the 
amount for which the other share was issued shall 
be deemed to be equal to the amount deemed by 
paragraph (a) to have been paid at that time. 


Related Provisions: 80.02(2) — General rules. 


(6) Substitution of non-commercial 
obligation for distress preferred share — 
Where any part of the consideration given by a cor- 
poration to another person for the settlement at any 
time of a distress preferred share that was issued by 
the corporation and owned immediately before that 
time by the other person consists of another share 
(other than a distress preferred share) or an obliga- 
tion (other than a commercial obligation) issued by 
the corporation to the other person, for the purposes 
of section 80, the amount paid at that time in satis- 
faction of the principal amount of the distress pre- 
ferred share because of the issue of the other share or 
obligation shall be deemed to be equal to the fair 
market value of the other share or obligation, as the 
case may be, at that time. 


Related Provisions: 80.02(2) — General rules. 


(7) Deemed settlement on expiry of term — 
Where at any time a distress preferred share becomes 
a share that is not a distress preferred share, for the 
purposes of section 80 


(a) the share shall be deemed to have been settled 
immediately before that time; and 


(b) a payment equal to the fair market value of 
the share at that time shall be deemed to have 
been made immediately before that time in satis- 
faction of the principal amount of the share. 
Related Provisions: 80(1)“distress preferred share”, 248(1)“term 


preferred share”’(e) — Maximum term of distress preferred share is 
5 years. 


History [s. 80.02]: S. 80.02 added by 1995, c. 21, s. 27, applicable 
to taxation years that end after February 21, 1994, except that it 
does not, other than for the purposes of subsections 6(15) and (15.1) 
and 15(1.2) and (1.21) and section 79, apply to any obligation set- 
tled or extinguished 


(i) before February 22, 1994, 
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(ii) after February 21, 1994 


(A) under the terms of an agreement in writing entered into 
on. or before that date, or 


(B) under the terms of any amendment to such an agree- 
ment, where that amendment was entered into in writing 
before July 12, 1994 and the amount of the settlement or 
extinguishment was not substantially greater than the settle- 
ment or extinguishment provided under the terms of the 
agreement, - 


_ (iii) before 1996 pursuant to a restructuring of debt in connec- 
_ tion with a proceeding commenced in a court in Canada before 
February 22, 1994, 


(iv) before 1996 in connection with a ews (or notice of in- 
tention to make a proposal) that was filed under the Bankruptcy 
and Insolvency Act, or similar legislation of a country other 
than Canada, before February 22, 1994, or. 


(v) before 1996 in connection with a written offer that was 
made. by, ‘or communicated to, the holder of the eee 
before February 22, 1994; 


Definitions [s. 80.02]: “amount” — 80. 02(2)(b), 248(1); Bae of 
~ shares” — 248(6); “commercial debt obligation”, “commercial obli- 
gation” — 80(1), 80.02(1); “corporation” — 248(1), Interpretation 
Act 35(1);. “distress preferred share” — 80(1), 80.02(1); “divi- 
dend” — 248(1); “paid-up capital” — 89(1), 248(1); “payment in 
satisfaction” — 80.02(2)(d); “person” — 80(1), 80.02(1); “principal 
amount” — 80.02(2)(a), 248(1); “settled” 
80.02(2)(c), 80.02(7)(a); “share” 


80.03 (1) Definitions — In this section, 


(a) “commercial debt obligation”, “commercial 
obligation”, “distress preferred share’, “forgiven 
amount” and “person” have the meanings as- 
signed by subsection 80(1); and 


_(b) “taxable dividend” does not include any capi- 
_tal gains. dividends (within. the meaning assigned 
by subsection 131(1)). 


Related Provisions [para. 80.03(1)(b)]: 112(6)(a) — Same def- 
inition of “taxable dividend” for purposes of intercorporate dividend 
deduction. 


(2) Deferred recognition of debtor’s gain on 
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settlement of debt — Where at any time in a tax- 
ation year a person (in this subsection referred to as 
the “transferor’’) surrenders a particular capital prop- 
erty (other than a distress preferred share) that\is:a 
share, a capital. interest in a trust or an interest in a 
partnership, the person shall be deemed to havea 
capital gain from the disposition at that time of .an- 
other capital property (or, where the particular prop- 
erty is a taxable Canadian property, another taxable 
Canadian property) equal to the amount, if any; by 
which © 


(a) the total of all amounts deducted under para- 
graph 53(2)(g.1) in computing the adjusted cost 
-base..to the transferor, of the. particular. property 
immediately before that time 


exceeds the total of 


(b) the amount that would be the transferor’s cap- 
ital gain for the year from the disposition of the 
particular property if this Act were read without 
reference to subsection 100(2), and 


(c) where, at the end of the year, the transferor is 
resident in Canada or is a non-resident person 
who: carries on business in Canada through a 
fixed place of business, the amount designated 
under subsection (7) by the transferor in respect 
of the disposition, at that time or immediately af- 
ter that time, of the particular property. 


Related Provisions: 80.03(3) — Meaning of “surrender”; 253 — 
Extended meaning of carrying on business in Canada. 


(3) Surrender of capital property — For the 
purpose of subsection (2), a person shall be consid- 
ered to have surrendered a property at any time only 
where 


(a) in the case. of a share of the capital stock of a 
particular. corporation, 


(i) the person is a corporation that disposed of 
the share at that time and the proceeds of dis- 
position of the share are determined under 
paragraph 88(1)(b), or 


(ii) the person is a corporation that owned the 
share at that time and, immediately after that 
time, amalgamates or merges with the particu- 
lar corporation; 


(b) in the case of a capital interest in a trust, the 
person disposed of the interest at that time and 
the proceeds of disposition are determined under 
paragraph 107(2)(c); and 


(c) in the case of an interest in a partnership, the 
person disposed of the interest at that time and 
the proceeds of disposition are determined under 
paragraph 98(3)(a) or (5)(a). | 


(4) Dispositions by corporations — Where at 
any time-in a taxation year a corporation (in this sub- 
section referred to as the “vendor’) disposes of a 
particular capital property that is a share, an interest 
in a partnership or a capital interest in a trust, other- 
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wise than by way of a disposition to which subsec- 
tion (2) or 53(6) applies, a disposition to another cor- 
poration in circumstances to which subsection 53(5) 
applies, or a disposition the proceeds from which are 
determined under subsection 47(1), section 86 or any 
of the provisions (other than subsection 97(2)) re- 
ferred to in subsection 53(4), the vendor shall be 
deemed to have a capital gain from the disposition at 
that time of another capital property (or where the 
particular property is a taxable Canadian property, 
another taxable Canadian property) equal to the 
amount, if any, by which the lesser of 


(a) all amounts deducted under paragraph 
53(2)(g.1) in computing the adjusted cost base to 
the vendor of the particular property immediately 
before that time, and 


(b) where the particular property 


(i) is a share, the total of all amounts each of 
which is 


_(A).a taxable dividend on the share. that 
was received in the specified period relat- 
ing to the disposition of the share, to the 
extent. that the. dividend is. deductible in 
computing taxable income of a holder of 
the share or a beneficiary under a trust that 
held the share, or 


(B) a capital dividend on the share that was 
received in the specified period relating to 
the disposition of the share, 


(11) is an interest in a partnership, the total of 
all amounts each of which is 


(A) the share of a taxable dividend relating 
to the interest that was received after July 
12, 1994 and in a fiscal period of the part- 
nership that.ended in the. specified period 
relating to the disposition of the interest, to 
the extent that such. share is deductible in 
computing taxable income of a person 
holding the interest in the partnership or a 

_ beneficiary under a trust that held the in- 
terest in the partnership, or 


(B) the share of a capital dividend relating 
to the interest that was received after July 
12, 1994 and in_a fiscal period of the part- 
nership that.ended in the specified period 
relating to the disposition of the interest, or 


(iii) is a capital interest in a trust, the total of 
all amounts each of which is such portion of a 
taxable dividend that was received by the trust 
in the specified period relating to the disposi- 
tion of the capital interest and that was 
deemed by subsection 104(19) to have been 
received in respect of the capital interest, to 
the extent that such portion was deductible in 
computing taxable income of a person holding 
the capital interest 
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exceeds the total of 


(c) the amount that would be the vendor’s capital 
gain for the year from the disposition of the par- 
ticular property if this Act were read without ref- 
erence to subparagraph 40(1)(a)(i11) and subsec- 
tion 100(2), and 


(d) where the vendor is resident in Canada at the 
end of the year or is a non-resident person who 
carries on business in Canada through a fixed 
place of business at the end of the year, the 
amount designated under subsection (7) by the 
vendor in respect of the disposition of the particu- 
lar property. 


Related Provisions: 80.03(5) — Meaning of “specified period”; 
253 — Extended meaning of carrying on business in Canada. 


(5) Specified period — For the purpose of subsec- 
tion (4), the specified period relating to a disposition 
at a particular time of a property by a person is the 
period 
(a) that began at or on the later of July 12, 1994 
and the last time before the particular time that 
the person acquired the property, and 


(b) that ended at the particular time. 


Related Provisions: 80.03(6)— When property deeme 
acquired. 


(6) When property acquired — For the purposes 
of this subsection and subsection (5), where, as a 
consequence of the disposition at a particular time of 
a property to a person, an amount is deducted under 
paragraph 53(2)(g.1) in computing the adjusted cost 
base of the property after the particular time, the per- 
son shall be deemed not to have acquired the prop- 
erty at the particular time and to have acquired the 
property at the time it was last acquired before the 
particular time. 


(7) Alternative treatment — Where at any time in 
a taxation year a person disposes of a property, for 
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the: ‘purposes of “port pert mee and (4) and section 


: (a) the person may designate an amount ina pre- 
scribed form filed with the person’s return of i in- 
come under this Part for the year; and 


». (b) where an amount is designated by the person 
under paragraph (a) in respect of the disposition, 


'(i) the person shall be deemed to have issued a 
commercial debt obligation at that time that is 
settled immediately after that time, 


- (ii). the lesser of the amount so designated and 
~~ the amount that would, but for this subsection, 
be a capital gain determined in respect of the 
disposition because of subsection (2) or (4) 

. Shall be treated. as if it were the forgiven 
amount at the time of the settlement in respect 
of the obligation referred to in subparagraph 


(i); 


(iii) ‘the source in connection with which the 
obligation referred to in subparagraph (i) was 
issued’ shall be deemed to be the business, if 
any, carried on by the person at the end of the 
year, and 


(iv) where the person does not carry on a busi- 
ness at the end of.the year, the person shall be 
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deemed to carry onan active business at’ the 
end of the year'and the sotirce in connection 
with which the obligation referred to in sub- 
paragraph (i) was issued shall be deemed to be 
the business deemed by this subparagraph to 
be carried on. 


| Related Provisions: 87(2)(h.1) — Amalgamations — continuing 


corporation; 220(3.21) — Late filing, amendment or revocation of 
designation, 


(8) Lifetime capital gains exemption — Where, 
as a consequence of the disposition at any time by. an 


| individual ofa property that is a qualified. farm prop- 


erty of the individual or a, qualified small business 


| corporation share of the individual (within the mean- 


ings assigned by. subsection-110.6(1,)); the individual 
is-deemed by.subsection.(2) to. have a capital gain at 
that time. from the. disposition. of another: property, 
for the purposes.of sections 3, 74.3 and 111, as they 
apply. for the purpose of section. 110.6, the other 
property, shall be. deemed ,.to be. a qualified farm 
property of the individual or a qualified small. busi- 
ness corporation share, of the individual, as the case 
may be. 


History [s. 80.03]: S. 80.03 added by 1995, c. 21,s. 27, ppieahle 
to taxation years that end after February 21, 1994, expe that 


(a) it does not, other than for the purposes of subsections 6(15) 
and, (15.1),and 15(1.2).and (1.21)-.and section: 79, apply, to any 
obligation settled or extinguished 


(i) before February 22, 1994, 
(ii) after February 21, 1994, 


(A) under the terms of an ‘agreement in waiting entered 
into on or before that date, or 


(B) under the terms of any amendment to such an 
agreement, where that amendment was entered into in 

~ | ‘writing before July 12, 1994 and'the’amount of the set- 
tlement or extinguishment was not substantially greater 
than the settlement or extinguishment provided under 
the terms of the agreement, 


Gas -before .1996 pursuant to a fe euciiay of debt in con- 
nection with a proceeding commenced it in a court in Canada 
before February 22, 1994, 


(iv) before 1996 in connection with a ne (or notice of 
intention to make'a proposal)‘that was filed under the Bank- 
ruptcy and Insolvency Act, or. similar legislation of a coun- 
try other than Canada, before February 22, 1994, or 


(v) before 1996 i in connection with a written offer that was 
made by, or communicated to, the ‘holder ‘of the obligation 
before February 22, 1994; and 


(b) a form referred to in subsection 80.03(7) shall be deemed to 
-have been filed on a timely basis if it is:filed with the Minister 
of National Revenue before 1996. 


Definitions [s. 80.03]: “acquired” — 80.03(6); :“‘active ‘busi- 
ness” — 248(1); “adjusted cost base” — 54, 248(1); “amount” — 
248(1); “business” — 248(1); “capital dividend” — 83(2), ‘248(1); 
“capital gain” — 39(1)(a), 80.03(4), 248(1); “capital interest” — in 
a trust 108(1), 248(1); “capital property” ; “carried on 
business in Canada” — 253; “commercial debt obligation” — 
80(1), 80.03(1)(a),° 80.03(7)(b)(@);““commercial obligation” — 
80(1), 80.03(1)(a); “corporation” — 248(1), Interpretation Act 
35(1); “directed person” — 80(1), 80.04(1); “distress preferred 
share” — 80(1), 80.03(1)(a); “disposition” — 54; “fiscal period” — 
248(1), 249(2)(b), 249.1; “forgiven amount” — 80(1), 80.03(1)(a), 
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80.03(7)(b)(ii); “individual”, “non-resident” — 248(1); “person” — 
80(1), 80.03(1)(a); “prescribed” — 248(1); “proceeds of disposi- 
tion” — 54; “property” — 248(1); “resident in Canada” — 250; 
“settled” — 80.03(7)(b)(i); “share” — 248(1); “source” — 4(1), 
80.03(7)(b)(iv); “specified period” — 80.03(5); “surrender” — 
80.03(3); “taxable Canadian property” — 115(1)(b), 248(1); “taxa- 
ble dividend” — 80.03(1)(b), 89(1), 248(1); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “transferor” — 80.03(2); 
“trust” — 104(1), 248(1), (3); “vendor” — 80.03(4). 


80.04 (1) Definitions — In this section, ‘“commer- 
cial debt obligation”, “commercial obligation”, 
“debtor”, “directed person”, “eligible Canadian part- 
nership”, “forgiven amount” and “person” have the 
meanings assigned by subsection 80(1). 


(2) Eligible transferee — For the purpose of this 
section, an “eligible transferee” of a debtor ‘at any 
time is a directed person at that time in respect of the 
debtor or a taxable Canadian corporation or eligible 
Canadian partnership related (otherwise than be- 
cause of a right referred to in paragraph 251(5)(b)) at 
that time to the debtor. 


Related Provisions: 87(2)(h.1) — Amalgamations — continuing 
corporation. 


(3) Application — Paragraphs 80(2)(a), (b), (j), (1) 
and (n) apply for the purpose of this section. 


(4) Agreement respecting transfer of forgiven 
amount — Where . 


(a) a particular commercial obligation (other than 
an obligation deemed by paragraph (e) to have 
been issued) issued by a debtor is settled at a par- 
ticular time, 


(b) amounts have been designated by the debtor 
under subsections 80(5) to (10) to the maximum 
extent permitted in respect of the settlement of 
the particular obligation at the particular time, 


(c) the debtor and an eligible transferee of the 
debtor at the particular time file under this section 
an agreement between them in respect of that set- 
tlement, and 


(d) an amount is specified in that agreement 
the following rules apply: 


(e) except for the purposes of subsection 80(11), 
the transferee shall be deemed to have issued a 
commercial debt obligation that was settled at the 
particular time, 


(f) the specified amount shall be deemed to be the 
forgiven amount at the particular time in respect 
of the obligation referred to in paragraph (e), 


(g) subject to paragraph (h), the obligation re- 
ferred to in paragraph (e) shall be deemed to have 
been issued at the same time (in paragraph (h) re- 
ferred to as. the “time of issue’) at which, and in 
the same circumstances in which, the particular 
obligation was issued, 


(h) where the transferee is a corporation the con- 
trol of which was acquired by a person or group 
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of persons after the time of issue and the: trans- 
feree and the debtor were not related to each 
other. immediately before that acquisition of 
control, 4 
(i) the obligation referred te in paragraph (e) 
shall be deemed to have been issued after that 
acquisition of control, and 


(ii) paragraph (e) of the definition “relevant 
loss balance” in subsection 80(1), paragraph 
(f) of the definition “successor pool” in that 
subsection and paragraph (b) of the definition 
“unrecognized loss” in that subsection do not 
apply in respect of that acquisition of control, 


(i) the source in connection with which the obli- 
gation referred to in paragraph (e€) was issued 
shall be deemed to be the source in connection 
with which the particular obligation was issued, 
and 


(j) for the purposes of sections 61.3 and 61.4, the 
amount included under subsection 80(13) in com- 
puting the income of the eligible transferee in re- 
spect of the settlement of the obligation referred 
to in paragraph (e) or deducted under paragraph 
80(15)(a) in respect of such income > shall be 
deemed to be nil. 
Related Provisions: 80(13)C — Amount specified i in agreement 
reduces income inclusion; 80(14)(c) — Calculation of residual bal- 
ance for income inclusion; 80(15)(c) — Where commercial debt ob- 
ligation issued by partnership; 80.04(5) — Where consideration 
given for entering into agreement; 80.04(6) —‘How and when 
agreement to be filed with Revenue Canada; 87(2)(h.1) — Amalga- 
mations — continuing corporation; 256(7) — Whether control ac- 
quired; 256(8) — Deemed acquisition of shares. 


(5) Consideration for agreement — For the pur- 
poses of this Part, where property is acquired at any 
time by an eligible transferee as consideration for en- 
tering into an agreement with a debtor that is filed 
under this section. 


(a) where the property was owned by the debtor 
immediately before that time, 


(i) the debtor shall be deemed to have dis- 
posed of the property at that time for proceeds 
equal to the fair market value of the property 
at that time, and 


(ii) no amount may be deducted in computing 
the debtor’s income as a consequence of the 
transfer of the property, except any amount 
arising as a consequence of the application of 
subparagraph (i); 
(b) the cost at which the property was acquired 
by the eligible transferee at that time shall be 
deemed to be equal to the fair market value of the 
property. at that time; 


(c) the eligible transferee shall not be required to 
add an amount in computing income solely be- 
cause of the acquisition at that time of the prop- 
erty; and 


(d) no benefit shall be considered to have been 
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conferred on the debtor as a consequence of the 
debtor entering into an agreement filed under ee 
“Section. 


Related Provisions: 80.04(5.1)— No benefit conferred on 
debtor as a consequence. of the agreement; 191.3(1.1) — Similar 
rule for purposes of Part VI.1 tax. 


(6) Manner of filing agreement — Subject: to 
subsection (7), a particular agreement between a 
debtor and an eligible transferee in respect of an ob- 
ligation issued by the debtor that was settled at any 
time shall be deemed not to have been filed under 
this section 


(a) where it is not filed with the Minister in a pre- 
scribed form 


(i) on or before the later of 


(A) the day on or before which the 
debtor’s return of income under this Part.is 
required to be filed for the taxation year,or 
fiscal period, as the case may be, that in- 
cludes that time (or would be required to 
be filed if tax under this Part were payable 
by the debtor for the year), and 


(B) the day on or before which the trans- 
feree’s return of income under this Part is 
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required to be filed for the taxation year or 
fiscal period, as the case may be, that. in- 
cludes that time, or 


(ii) within the period within which the debtor 

or the transferee may serve a notice of objec- 

- __ tion to an assessment of tax payable under this 

Part for a taxation year or fiscal period, as the 

_case may be, described in clause (i)(A) or (B), 
_as the case may be; 


(b) where it is not accompanied by, 


(i) where the debtor is a corporation and its 
. directors are legally entitled to administer its 

affairs, a certified copy of their resolution au- 

thorizing the agreement to be made, 


(ii) where the debtor is a corporation and its 
directors are not legally entitled to administer 
its affairs, a certified copy of the document by 
which the person legally entitled to administer 
its affairs authorized’ the agreement to be 
made, 


(iii) where the transferee isa corporation and 
its directors are legally entitled to administer 
its affairs, a certified copy of their resolution 
authorizing the agreement to be made, and 


(iv) where the transferee is a corporation:and 
its directors are not legally entitled to admin- 
ister its affairs, a certified copy of the docu- 
ment by which the person legally entitled to 
administer its affairs authorized the agreement 
to be made; or 
(c) if an agreement amending the particular 
agreement has been filed in accordance with this 
section, except where subsection 8) applies to 
the particular agreement. | 
Related Provisions: 80.04(7) — Deemed due dates for partner- 
ship to file return and service notice of objection; 96(3) — Agree- 


ment of members of partnership; 150(1)—— Due date for return; 
165(1) — Deadline for serving notice of objection. 


Forms: T2156: Agreement to transfer forgiven debt under's. 80.04. 


(7) Filing by partnership — For the purpose of 
subsection (6), where an obligation is settled at any 
time in a fiscal period of a partnership, it shall be 
assumed that 


(a) the partnership is required to file a return of 
income under this Part for the fiscal period on or 
before the latest day on or before which any 
member of the partnership during the fiscal pe- 

riod is required to file a:return of income under 
this Part for the taxation. year in which that fiscal 
period ends (or would be required to file such a 
return of income if tax under this Part were paya- 
ble by the member for that year); and 


(b) the partnership may serve a notice of objec- 
tion described in subparagraph (6)(a)(ii) within 
each period within which any member of the 
partnership during the fiscal period may serve a 
notice of objection to tax payable under this Part 
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for a taxation year in’ which that fiscal period 
ends. 


(8) Related corporations — Where at any time a 
corporation becomes related to another corporation 
and it can reasonably be considered that the main 
purpose of the corporation becoming related to the 
other corporation is to enable the corporations to file 
an agreement under this section, the amount speci- 
fied in the agreement shall be deemed to be nil for 
the purpose of the description of C in subsection 
80(13). | 


(9) Assessment of eaxpaynre in respect of 
agreement — The Minister shall, notwithstanding 
subsections 152(4) to (5), assess or reassess the tax, 
interest and penalties payable under this Act by any 
taxpayer in order: to take into account an agreement 
filed: under this section:. ; 


(10) Liability of debtor — Without affecting the 
liability of any person under any other provision of 
this Act, where a debtor and an eligible transferee 
file an agreement between them under this section in 
respect of an obligation issued by the debtor'that was 
settled at any time, the debtor is, to the extent of 
30% of the amount Sport iane in the agreement, liable 
to pay Sh 
(a) where the transferee is a corporation, all taxes 
payable under this Act by it for taxation years 
that end in the period that begins at that time and 
ends 10 calendar years after that time; 


(b) where the transferee is a partnership, the total 

of all amounts each of which is the tax payable 

under this Act by a person for a taxation year 
(1) that begins or ends in that period, and 


(ii) that includes the end of a fiscal period of 
the partnership during which the.:person was a 
member of the partnership; and 


(c) interest and penalties in respect of such taxes. 
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Related Provisions: 80.04(11) — Joint and several liability; 
80.04(12) — Assessment; 80.04(14)— Where partnership is a 
member of a partnership; 87(2)(h.1) — Amalgamations — continu- 
ing corporation. 


(11) Joint liability — Where taxes, interest and 
penalties are payable under this Act by a person for a 
taxation year and those taxes, interest and penalties 
are payable by a debtor because of subsection (10), 
the debtor and the person are jointly and severally 
liable to pay those amounts. 


Related Provisions: 87(2)(h.1) — Amalgamations — continuing 
corporation. 


(12) Assessments in respect of liability — 
Where a debtor and an eligible transferee file an 
agreement between them under this section in re- 
spect of an obligation issued by the debtor that was 
settled at a particular time, ; 


(a) where the debtor is an individual or a corpora- 
tion, the Minister may at any subsequent time as- 

sess the debtor in respect of taxes, interest and 
penalties for which the debtor is liable because of 
subsection (10); and 


‘(b) where the debtor is a partnership, the Nein iste 
may at any subsequent time assess any person 
who has been a member of the partnership in re- 
spect of taxes, interest and penalties for which the 
partnership is liable because of subsection (10), 
to the extent that those amounts relate to taxation 
years of the transferee (or, where the transferee is 
another partnership, members of the other part- 
nership) that end at or after 


et) where the person was not a member of the 
partnership at the particular time, the first sub- 
sequent time the person becomes a member of 
the partnership, and 


(ii) in any other case, the particular time. 


Related Provisions: 80.04(13) — Provisions applicable to as- 
sessment; 80.04(14) — Where partnership is a member of a.partner- 
ship; 87(2)(h.1) — Amalgamations — continuing corporation. 


(13) Application of Division | — The provisions 
of Division I apply to an assessment under subsec- 


tion (12) as though it had been made under section 
E52. 


(14) Partnership members — For the purposes 
of paragraphs (10)(b) and (12)(b) and this subsec- 
tion, where at any time a member of a particular 
partnership is another partnership, each member of 
the other partnership shall be deemed to be 4 mem- 
ber of the particular partnership at that time. 


History [s. 80.04]: S. 80.04 added by 1995, c. 21, s: 27, applicable 
to taxation years that end after February 21, 1994, except that 


(a) it does not, other than for the purposes of subsections 6(15) 
and (15.1) and 15(1.2) and (1.21) and section 79, apply to any 
obligation settled or extinguished 


(i) before February 22, 1994, 
(ii) after February 21, 1994 


(A) under the terms of an agreement in writing entered 
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into on or before that date; or 


(B) under the terms of any amendment to such an 
agreement, where that amendment was entered into in 
writing before July 12, 1994 and the amount of the set- 
tlement or extinguishment was not substantially greater 
than the settlement or extinguishment provided under 
the terms of the agreement, 


(iii) before 1996 pursuant to a restructuring of debt in con- 
nection with a proceeding commenced in a court in Canada 
before February 22, 1994, 


(iv) before 1996 i in connection with a proposal (or notice of 
intention to make a proposal) that was filed under the Bank- 
ruptcy and Insolvency Act, or similar legislation of a coun- 
try other than Canada, before February 22, 1994, or 


(v) before 1996 in connection with a written offer that was 
made by, or communicated to, the holder of the obligation 
before February 22, 1994; and 


(b) a form referred to in subsection 80.04(6) shall be deetaed to 
have been filed on.a timely basis if itis filed with the Minister 
of National Revenue before 1996. 


Definitions [s. 80.04]: “amount” — 80.04(5), 248(1); | ‘bene- 
fit” — 80.04(5.1); “commercial debt obligation” — 80(1), 80.04(1), 
(4)(e); “commercial. obligation” — 80(1), 80.04(1); “corpora- 
i ; “debtor”, “directed per- 

on”, “eligible Canadian partnership” — 80(1), 80.04(1); “eligible 
transferee” — 80.04(2); “fiscal period’ — 248(1), 249(2)(b), 249.1; 


“forgiven amount” — 80(1), 80.01(8)(b), 80.04(1); “individual”, 


“Minister” — 248(1); “person” — 80(1), 80.04(1); “prescribed” — 
248(1); “related” — 80(2)(G), 80.04(3), (8); 251(2); “settled” — 
80(2)(a), 80.01(3)—(9), 80.02(2)(c), 80.02(7)(a), 80.04(4)(e); “‘speci- 
fied amount” — 80.04(4)(d); “taxable Canadian corporation” — 
89(1), 248(1); “taxation year” — 249; “time of issue” — 
80.04(4)(g). 


80.1 (1) Expropriation assets acquired as 
compensation for or as. consideration for 
sale of foreign property taken by or sold to 
foreign issuer — Where in a taxation year ending 
coincidentally with or after December 31, 1971 a 
taxpayer resident in Canada has acquired any bonds, 
debentures, mortgages, notes or similar obligations 
(in this section referred to as “expropriation assets’’) 
issued by the government of a country other than 
Canada or issued by a person resident in a country 
other than Canada and guaranteed by the govern- 
ment of that country, 


(a) as compensation for 


(i) shares owned by the taxpayer of the capital 
stock of a foreign affiliate of the taxpayer that 
carried on business in that country, or 


(ii) all or substantially all of the property used 
by the taxpayer in carrying on business in that 
country, 


(which shares or property, as the.case may be, are 
referred to in this section as “foreign property’’), 
taken, after June 18, 1971, from the taxpayer by 
the issuer under the authority of a law of that 
country, or 


(b) as consideration for the sale-of foreign prop- 
erty sold, after June 18, 1971, by the taxpayer to 
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the issuer, if 


(i) the sale was, by a law of that country, ex- 
pressly required to be made, or 


(ii) the sale was made after notice or other 
manifestation of an intention to take the for- 
eign property, 
if the taxpayer has so elected, in prescribed form and 
within prescribed time, in respect of all of the expro- 
priation assets so acquired by the taxpayer, the fol- 
lowing rule applies, namely, an amount in respect of 
each such expropriation asset, equal to 


 (c) the principal amount of the asset; or 


(d) where the taxpayer has designated in the tax- 
payer’s election an amount in respect of the asset 
that is less than the principal amount thereof, the 
amount so designated, 


shall be deemed to be 
(e) the cost to the taxpayer of the asset, and 


(f) for the purpose of computing the taxpayer’s 
proceeds of disposition of the foreign property so 
taken or sold, the amount received by the tax- 
payer by virtue of the taxpayer’ S acquisition of 
the asset, 


except that in no case may the taxpayer designate an 
amount in respect of any expropriation asset so that 
the taxpayer’s proceeds of disposition of the foreign 
property so taken or sold (computed having regard to 
the provisions of paragraph (f)) are less than the cost 
amount to the taxpayer of the foreign property im- 
mediately before it was so taken or sold. 


Related Provisions: 53(1)(k), 53(2)(n) — Adjustments to cost 
base; 90-95 — Shareholders of corporations not resident in Canada. 


Regulations: 4500 (prescribed time). 
Forms: T2079: Elections re expropriation assets. 


(2) Election re interest received or to be 
received on expropriation. assets acquired 
by taxpayer — Where a taxpayer has elected in 
prescribed form: and within prescribed-time in re- 
spect of all amounts (each of which is referred to in 
this subsection as an “interest amount’’) received or 
to be received by the taxpayer as or on account of 
interest on all expropriation assets acquired by the 
taxpayer as compensation for, or as consideration for 
the sale of, foreign property taken by or sold to any 
particular issuer as described in subsection (1), the 
following rules apply in respect of each such asset so 
acquired by the taxpayer: 
(a) in computing the taxpayer’s income for a tax- 
ation year from the asset, there may be deducted, 
in respect of each interest amount received by the 
taxpayer in the year on the asset, the lesser of the 
interest amount and the total of 


(1) the: amount required by paragraph (b) to be 
added, by virtue of the receipt by the taxpayer 
of the interest amount, in computing the ad- 
justed cost base to the taxpayer of the asset, 
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and 
(ii) the greater of 


(A) the adjusted cost base to the taxpayer 
of the asset immediately before the interest 
amount was so received by the taxpayer, 
and 


(B) the adjusted principal amount to the 
taxpayer of the asset immediately before 
the interest amount was so received by. the 
taxpayer, | 
and there shall be included, in respect of each 
amount (in this paragraph referred to as a “capital 
amount’) received by the taxpayer in the year as, 
on account or in lieu of payment of, or in satis- 
faction of, 


(iii) any proceeds of disposition. of the asset, 
or 


(iv) the principal amount of the asset, 


the amount, if any, by which the capital amount 
exceeds the greater of the adjusted cost base to 
the taxpayer of the asset immediately before the 
capital amount was received by the taxpayer and 
its adjusted principal amount to the taxpayer at 
that time; 


(b) in computing, at any particular time, the ad- 
justed cost base to the taxpayer of the asset, there 
shall be added, in respect of each interest amount 
received by the taxpayer on the asset before the 
particular time, an amount equal to the lesser of 


(i) any income or profits tax paid by the tax- 
payer to the government of a country other 
than Canada in respect of the interest amount, 
and 


(11) that proportion of the tax referred to in 
subparagraph (i) that the adjusted cost base to 
the taxpayer of the asset immediately before 
the interest amount was received by the tax- 
payer is of the amount, if:any, by which the 
interest amount exceeds the tax referred to in 
that subparagraph, 


and there shall be deducted 


(iii) each interest amount received by the tax- 
payer on the asset before the particular time, 
and 


(iv) each amount received by the taxpayer 
before the particular time on account of the 
principal amount of the asset; 


(c) the receipt by the taxpayer of an amount de- 
scribed in subparagraph (b)(iv) in respect of the 
asset shall be deemed not to be a partial disposi- 
tion thereof; and 


(d) for the purposes of section 126, notwithstand- 
ing the definition “non-business-income tax” in 
subsection 126(7), the “non-business-income tax” 
paid by a taxpayer does not include any tax, or 
any portion thereof, the amount of which is re- 
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quired by paragraph (b) to be added in computing 
the adjusted cost base to the taxpayer of the asset. 


Related Provisions: 53(1)(k), 53(2)(n) — Adjustments to cost 
base. 


Regulations: 4500 (prescribed time). 
Forms: T2079: Elections re expropriation assets. 


(3) Where interest amount and capital 
amount received at same time — For the pur- 
poses of subsection (2), where an interest amount on 
an expropriation asset and a capital amount with re- 
spect to that asset are received by a taxpayer at the 
same time, the interest amount shall be deemed to 
have been received by the taxpayer immediately 
before the capital amount. 


(4) Assets acquired from foreign affiliate of 
taxpayer as dividend in kind or as benefit to 
shareholder — Where a foreign affiliate of a tax- 
payer resident in Canada would, on the assumption 
that the foreign affiliate were resident in Canada and 
its only foreign affiliates were corporations that were 
foreign affiliates of the taxpayer, be entitled to make 
an election under subsection (1) in respect of assets 
acquired by it that would, on that assumption, be ex- 
propriation assets of the foreign affiliate, and all or 
any of those assets are subsequently acquired by the 
taxpayer from the foreign affiliate as a dividend pay- 
able in kind, or as a benefit received from the foreign 
affiliate that would otherwise be required by subsec- 
tion 15(1) to be included in computing the income of 
the taxpayer, if the taxpayer has so elected, in pre- 
scribed form and within prescribed time, in respect 
of all of the assets so acquired by the taxpayer from 
the foreign affiliate, the following rules apply in re- 
spect of each such asset so acquired by the taxpayer: 


(a) an amount equal to 
(i) the principal amount of the asset, or 


(11) where the taxpayer has designated in the 
taxpayer’s election an amount in respect of 
the asset that is less than the principal amount 
thereof, the amount so designated, 


shall be deemed to be, 


(111) notwithstanding subsection 52(2), the cost 
to the taxpayer of the asset, and 


(iv) the amount of the dividend or benefit, as 
the case may be, received by the taxpayer by 
virtue of the acquisition by the taxpayer of the 
asset; | 


(b) where the asset was so acquired as such a 
benefit and the taxpayer has designated in the 
election a class of shares as described in this par- 
agraph in respect of the asset, the amount of the 
benefit shall be deemed 


(i) to have been received by the taxpayer as a 
dividend from the foreign affiliate in respect 
of such class of shares of the capital stock 
thereof as the taxpayer has designated in the 
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election, and 


(i1) not to be an amount required by subsec- 
tion 15(1) to be included in computing the 
taxpayer’s income; 
(c) in computing the taxable income of the tax- 
payer for the taxation year in which the taxpayer 
acquired the asset, there may. be deducted from 
the taxpayer’s income for the year the amount, if 
any, by which the amount received by the tax- 
payer as a dividend by virtue of the acquisition 
by the taxpayer of the asset exceeds the total of 
‘amounts deductible in respect of the dividend 
under sections 91.and 113 in computing the tax- 
 payer’s income or taxable income, as the case 
may be, for the year; 


(d) there shall be deducted in computing the ad- 


justed cost base to the taxpayer of each share of | 


the. capital stock of the foreign affiliate that is a 
share ofa class in respect of which an amount 
was received by the taxpayer as a dividend by 
virtue of the acquisition by the taxpayer of the as- 
set, the quotient obtained by dividing the amount, 


if any, deducted by the taxpayer under paragraph | 


(c) in respect of the dividend by the number of 
shares of that class owned by the taxpayer imme- 
diately before that amount was received by the 
taxpayer as a dividend; 


(e) any capital loss of the taxpayer from the dis- 
position, after that time when the asset was so ac- 
quired by the taxpayer, of a share of the capital 
stock of the foreign affiliate shall be deemed to 
be nil; and 


(f) where the taxpayer has so elected in -pre- 
scribed form and within prescribed time, subsec- 
tion (2) applies as if the asset were an expropria- 
tion asset acquired by~ the taxpayer as 
compensation for foreign property taken by a par- 
ticular issuer as described in subsection (1). 

Related Provisions: 53(2)(b) — Reduction in adjusted cost base; 

220(3.2), Reg. 600(b) — Late filing or revocation of election. 

Pre-RSC History: Para. 80,1(4)(c) substituted by 1977-78, c. 1, s. 

33, applicable to 1972 et seq. 

Regulations: 4500 (prescribed time). 

Forms: T2079: Elections re expropriation assets. 


(5) Assets acquired from foreign affiliate of 
taxpayer as consideration for settlement, 
etc., of debt — Where a foreign affiliate of a tax- 
payer resident in Canada would, on the assumption 
that the foreign affiliate were resident in Canada and 
its only foreign affiliates were corporations that were 
foreign affiliates of the taxpayer, be entitled to make 
an election under subsection (1) in respect of assets 
acquired by it that would, on that assumption, be ex- 
propriation assets of the foreign affiliate, and all or 
any of those assets are subsequently acquired by the 
taxpayer from the foreign affiliate as consideration 
for the settlement or extinguishment of a capital 
property of the taxpayer that was a debt payable by 
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the foreign affiliate to the taxpayer or any other obli- 
gation of the foreign affiliate to pay an amount to the 
taxpayer (which debt or other obligation is referred 
to in this subsection as the “obligation”), if the tax- 
payer has so elected, in prescribed form and within 
prescribed time, in respect of all of the assets so ac- 
quired by the taxpayer from the foreign affiliate, the 
following rules apply in respect of each such asset so 
acquired by the taxpayer, 

(a) paragraph (4)(a) applies in respect of the asset 

as if subparagraph (4)(a)(iv) were read as 

follows: 


“(iv) the taxpayer’s Hirvheieds of the disposi: 
tion of the obligation settled or extinguished 
by virtue of eS acquisition by the taxpayer | 
of the asset;” 


(b) where the ne has ene in the tax- 
payer’s election a class of shares as described in 
this paragraph in respect of the asset, 


(i) the amount, if any, by which the cost to the 
taxpayer-of the asset (computed having. regard 
to paragraph (a) and paragraph’(4)(a)) exceeds 
»the:amount of the obligation settled or extin- 
‘guished by virtue of the acquisition'by the tax- 
payer of the asset shall be deemed to have 
been. received by. the taxpayer as a.dividend 
from the foreign affiliate in respect of such 
class, of shares of the capital stock thereof as 
_ the taxpayer has designated in the election, 
~ and 
(ii) the taxpayer’s gain, if any, from the dispo- 
sition of the obligation shall be deemed to be 
nil; 
(c) the taxpayer’s loss, if any, from the disposi- 
tion of the obligation shall be deemed to be nil; 
and 
(d) Seely \() to (f) apply in-respect of the 
asset. 
Regulations: 4500 (prescribed time). 


| Forms: T2079: Elections re expropriation assets. 


(6) Assets acquired from foreign affiliate of 
taxpayer on winding-up, etc. — Where a for- 
eign affiliate of a taxpayer resident in Canada would, 
on the assumption that the foreign affiliate were resi- 
dent in Canada and its only foreign affiliates were 
corporations that were foreign affiliates of the tax- 
payer, be entitled to make an election under subsec- 
tion (1) in respect of assets acquired by it that would, 
on that assumption, be expropriation assets of the 
foreign affiliate, and all or any of those assets are 
subsequently acquired by the SGA MS from the for- 
eign affiliate, 


(a) on the winding-up, discontinuance or reorgan- 
ization of the business, of the foreign affiliate, or 


(b) as consideration for the redemption, cancella- 
tion or acquisition by the foreign affiliate of 
shares of its capital stock, 
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if the taxpayer has so elected, in prescribed form and 
within prescribed time, 


(c) in respect of all of the assets so acquired by 
_ the taxpayer from the foreign affiliate, subsection 
(1) applies in respect of each such asset, or 


(d) in respect of all amounts received or to be re- 
ceived by the taxpayer as or on account of inter- 
est on all of the assets so acquired by the taxpayer 
from the foreign affiliate, subsection (2) applies 
in respect of each such asset, 


as if the assets were expropriation assets acquired by 
the taxpayer as consideration for the sale of foreign 
property that consisted of shares of the capital stock 
of the foreign affiliate owned by the taxpayer imme- 
diately before the assets were so acquired and that 
was sold to a parhiculard issuer as described in subsec- 
tion (1). 

Regulations: 4500 (prescribed time). 

Forms: T2079: Elections re expropriation assets. 


(7) Definition of “adjusted principal 
amount” — In this: section, “adjusted principal 
amount” to a taxpayer of an expropriation asset at 
any. particular time means the amount, if any, by 
which 


(a) the total of the principal amount of the asset 
and, in respect of each interest amount received 
by the taxpayer on the asset before the particular 
time, the lesser of the tax referred to in subpara- 
graph (2)(b)(i) in respect of that interest amount 
and the proportion determined under subpara- 
graph (2)(b)(ii) in respect thereof, 
exceeds 


(b) the total of each amount received by the tax- 
payer before the particular time as an interest 
amount on the asset and each amount received by 
the taxpayer before the particular time as, on ac- 
count or in lieu of payment of, or in satisfaction 
of, the principal amount of the asset. 


(8) Currency in which adjusted principal 


amount to be computed or expressed — For. 


the purposes of this.section, the adjusted principal 
amount, at any particular time, of an expropriation 
asset or of any asset assumed for the purposes of this 
section to be an expropriation asset shall be com- 
puted in the currency in which the principal amount 
of the asset is, under the terms thereof, payable, ex- 
cept that for greater certainty, for the purposes. of 
paragraph (2)(a), the..adjusted principal amount at 
any particular time of such an asset is its adjusted 
principal amount at that time computed as provided 
in this subsection but expressed in. Canadian 
currency. 


(9) Election in respect of two or more 
expropriation assets acquired by taxpayer — 


“Sic. Should read “section”. 
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For the purposes of subdivision c and subsection (2), 
and in applying subsections (7) and (8) for those pur- 
poses, where two or more expropriation assets that 
were 


(a) issued by the-government of a jrounixy other 
than Canada, or 


(b) issued by a person resident in a country other 
than Canada and- epeeier by the government 
of that country 


at the same time, or as compensation for, or consid- 
eration for the sale of, the same foreign property, 
have been acquired by a taxpayer and the taxpayer 
has so elected, in prescribed form and within pre- 
scribed time, in respect of all of the expropriation as- 
sets that were so issued or guaranteed by the govern- 
ment of that country and acquired by the taxpayer 
before the making of the election, all of those expro- 
priation assets shall be considered to bea single ex- 
propriation asset that was issued or guaranteed by 
the government of that country and acquired by the 
taxpayer. 

Regulations: 4500 (prescribed time). 

Forms: T2079: Elections re expropriation. assets. 


Pre-RSC History [s. 80.1]: S..80.1 added by 1973-74, c. 14, s. 
22 


Definitions [s. 80.1]: “adjusted cost, base” — 54, 248(1); ‘‘ad- 
justed principal amount” — 80.1(7); “amount”, “business” — 
248(1); “Canada” — 255; “capital loss” —39(1)(b), 248(1); “capi- 
tal property” — 54, 248(1); “‘class: of shares” — 248(6); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cost amount”, “divi- 
dend” — 248(1); “expropriation. assets” — 80.1(1); | “foreign 
ili “person”, “prescribed”,. “principal 
amount”, Bs pawl go ses — 248(1); “resident in Canada” — 250; 
“share” — 248(1); “taxable income” — 2(2), 248(1);’“taxation 
year” — 11(2),'249;. ‘ah get — 248(1). 02 


” 


80.2 Reimbursement by porte — Where 


(a) a taxpayer, under the terms of a contract, pays 
to another person an amount (in this subsection” 
referred to as the “specified payment’) that may 
reasonably be considered to have been received 
by the other person as a reimbursement, contribu- 
tion or allowance in respect of an amount (re- 
ferred to in paragraph (b) as the “particular 
amount”) paid or payable by the other person, 


(b) the particular amount is: included in the in- 
come of the other person or is denied as a deduc- 
tion in computing the income of the, other person 
by reason of paragraph 12(1)(0).or 18(1)(m), as 
the case may be, and 


(c) the taxpayer was resident in Canada or ee 
ing on business in Canada at the time the speci- 
fied payment was made by the taxpayer, 


the following rules apply for the purposes of this 
Act, other than this section: 


(d). the taxpayer shall be deemed neither to have 
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made nor to have become obligated to make the 
specified payment to the other person but to have 
paid an amount described in paragraph. 18(1)(m) 
equal to the amount of the specified payment, and 


(e) the other person shall be deemed neither to 
have received nor to have become entitled to re- 
ceive the specified payment from the taxpayer. 


Related Provisions: 104(29) — Amounts oe to be payable | 


to beneficiaries. 


Pre-RSC History: S. 80.2 substituted by 1990, c. 45, 's. 45, appli- 
cable with respect to. payments made. after January 1990. S. 80.2 
formerly read: 


80.2 Reimbursement by taxpayer — Where 


(a) a taxpayer, under the terms of. a contract, reimburses 
another person for an amount paid or that became paya- 
ble by that other person and such amount is included in 
the income of that other person or denied_as a deduction 
in computing the income of that other person by virtue of 
paragraph 12(1)(0) or paragraph 18(1)(m), as the case 
may be, and 


(b) the taxpayer was resident in Canada or carrying on 
business in Canada at the time of the reimbursement, 


the following rules apply for the purposes of this Act: 


(c) the taxpayer shall be deemed not to have made ‘the 
reimbursement to the other person but to have paid an 
amount described in paragraph 18(1)(m) equal to the 
amount of the reimbursement, and 


(d) the other person shall be deemed not to have received 
the reimbursement from the taxpayer. 


Para. 80.2(a) substituted by 1977-78, c..1, s. 34, applicable to 1977 
et seq. Para. 80.2(a) formerly read: 


(a) a taxpayer, under the terms of a contract, reimburses an- 
other person for an amount, or)the fair market value of prop- 
erty, paid or payable by that other person and such amount or 
value of property, as the case may. bé, is included in the in- 
come of that other person or denied as a deduction in comput- 
ing the income of that other person by virtue of paragraph 
12(1)(0) or paragraph 18(1)(m), as the case may be, and 


S. 80.2 substituted by 1976-77, c. 4, s. 30, applicable to reimburse- 
ments referred to therein nie: are made after May 25, 1976. S. 80.2 
formerly read: 


80.2 Reimbursement by taxpayer for payment to Crown 
deemed paid direct to Crown — Where pursuant to a con- 
tract between a taxpayer and another person (in this section 
referred to as the “‘payee’’) any, amount is paid or payable by 
the taxpayer or any property is transferred by the taxpayer to 
the payee as reimbursement in respect of any amount paid or 
payable referred to in paragraph 18(1)(m) or the fair market 
value of any property paid or payable referred to in that para- 
graph by the payee to any of the persons referred to in any of 
subparagraphs 18(1)(m)(i) to (iii), for the purposes of this Act 
the following rules apply 


(a) the taxpayer shall be deemed to have paid the amount 
or property, as the case may be, to.a person or persons 
referred to in any of those subparagraphs, 


(b) the payee shall, to the extent of that reimbursement, 
be deemed not to have paid an amount or property; as the 
case may be, 


(c) the payee shall be deemed not to have received any 
reimbursement from the taxpayer, and 


(d) paragraph 12(1)(o) shall not apply in respect of the 
amount or property paid or payable,,as the case may be. 


S. 80.3(3) 


S. 80.2 added by 1974-75-76, ¢; 26, s..43.1, applicable in respect of 
amounts or property paid or payable on or after May 6, 1974. 


Definitions: “amount”, “person”, “property” — 248(1); “resident 
in Canada” — 250; “specified payment’ — 80.2(a); “taxpayer” — 
248(1). ; 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


80.3 (1) Definitions — In this section, 


“breeding animals” means 


(a) horses that are over 12 months of age and are 
kept for breeding in the commercial production 
of pregnant mares’ urine, and 


(b) deer, elk and other similar grazing ungulates, 

bovine cattle, bison, goats and sheep that are over 

12 months of age and are kept for breeding; 
History: Para. (b) of the definition “breeding animals” in subsec. 
80.3(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 31, to add 


“deer, elk and other similar grazing ungulates”, applicable to fiscal 
periods and taxation years ending after 1990. 


“breeding herd” of a taxpayer at any time means 
the number determined by the formula 


A -(B-C) 
where . 


A. is the total number of the taxpayer's breeding ani- 
mals held inthe course of rp on a farming 
business at that time, . 


is the total number of the taxpayer’s breeding ani- 
mais held in the business at that time that are fe- 
male bovine cattle that have not Sie birth to 
calves, and 


C is the lesser of the number determined as the 
value of B and one-half the total number of the 
taxpayer’s breeding animals held in the, business 
at. that time that are female bovine cattle that have 
given birth to calves. 


(2) Income deferral from the destruction of 
livestock — Where a particular amount in respect 
of the forced destruction of livestock under statutory 
authority in a taxation year of a taxpayer is included 
in computing the income of the taxpayer for the year 
from a farming business, there may be deducted in 
computing that income such. amount as the taxpayer 
claims not exceeding the particular amount. 

Related Provisions: 28(1)(g) — Deduction for farmer using cash 
method; 80.3(3) — Inclusion of deferred amount; 80.3(6) — Where 
subsecs. (2) and (4) not to apply; 257 — Negative amounts ‘in 
formulas. 


(3) Inclusion of deferred amount — The 
amount deducted under subsection (2).in computing 
the income of a taxpayer from a farming business for 
a taxation year shall be deemed to be;income of the 
taxpayer from the business for the taxpayer’s imme- 
diately following taxation year. 


Related Provisions: 28(1)(d) — Amount under 80.3(3) to be ad- 
ded to income of farmer;using cash method; 87(2)(tt) — Amalga- 
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mations — deferral of amounts received; 88(1)(e.2) — Winding- 
up —tules applicable. 


(4) Income deferral for sales in prescribed 
drought region — Where in a taxation year a tax- 
payer carries on a farming business in a region that is 
a prescribed drought region at any time in the year 
and the taxpayer’s breeding herd at the end of the 
year in respect of the business does not exceed 85% 
of the taxpayer’s breeding herd at the beginning of 
the year in respect of the business, there may be de- 
ducted in computing the taxpayer’s income from the 
business for the year such amount as the taxpayer 
claims, not exceeding the amount, if any, determined 
by the formula 


(A-B)xC 
where 
A is the amount by which 


(a) the total of all amounts included in com- 
puting the taxpayer’s income for the year 
from the business in respect of the sale of 
breeding animals in the year 


exceeds 


(b) the total of all amounts deducted under 
paragraph 20(1)(n) in computing the tax- 
payer’s income from the business for the year 
in respect of an amount referred to in para- 
graph (a) of this description; 


Bis the total of all amounts deducted in computing 
the taxpayer’s income from the business for the 
year in respect of the acquisition of breeding ani- 
mals; and 

C is 

(a) 30% where the taxpayer’s breeding herd at 
the end of the year in respect of the business 
exceeds 70% of the taxpayer’s breeding herd 
at the beginning of the year in respect of the 
business, and 


(b) 90% where the taxpayer’s breeding herd at 
the end of the year in respect of the business 
does not exceed 70% of the taxpayer’s breed- 
ing herd at the beginning of the year in respect 
of the business. 
Related Provisions: 28(1)(g) — Deduction for farmer using cash 
method; 80.3(5) — Inclusion of deferred amount; 80.3(6) — Where 


subsecs. (2) and (4) not to apply; 257 — Formula cannot calculate 
to less than zero. 


Regulations: 7305 (prescribed drought region). 


(5) Inclusion of deferred amount — The 
amount deducted under subsection (4) in computing 
the income of a taxpayer for a particular taxation 
year from a farming business carried on in a pre- 
scribed drought region may, to the extent that the 
taxpayer so elects, be included in computing the tax- 
payer’s income from the business for a taxation year 
ending after the particular taxation year, and shall, 
except to the extent that the amount has been in- 
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cluded under this subsection in computing the tax- 
payer’s income from the business for a preceding 
taxation year after the particular year, be deemed to 
be income of the taxpayer from the business for the 
taxation year of the taxpayer that is the earliest of 


(a) the first taxation year beginning after the end 
of the period or series of continuous periods, as 
the case may be, for which the region is a pre- 
scribed drought region, 


(b) the first taxation year, following the particular 
taxation year, at the end of which the taxpayer is 


(i) non-resident, and 


(ii) not carrying on business through a fixed 
place of business in Canada, and 


(c) the taxation year in which the taxpayer dies. 


Related Provisions: 28(1)(d) — Inclusion in farming or fishing 
income when using cash method. 


History: Subsec. 80.3(5) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 59(1), applicable to fiscal periods and taxation years 
ending after 1987. Subsec. 80.3(5) formerly read: 


(5) Inclusion of deferred amount — The amount deducted 
under subsection (4) in computing the income of a taxpayer 
for a taxation year from a farming business carried on in a 
prescribed drought region shall be deemed to be income of 
the taxpayer from the business for the taxpayer’s first taxation 
year commencing after the end of the period or series of con- 
tinuous periods, as the case may be, for which the region was 
a prescribed drought region or, where the taxpayer has died 
before the beginning of that first taxation year, for the taxa- 
tion year in which the taxpayer died, except to the extent that 
the amount has been included in computing the taxpayer’s in- 
come from the business for a preceding taxation year. 


Regulations: 7305 (prescribed drought region). 


(6) Where subsecs. (2) and (4) do not ap- 
ply — Subsections (2) and (4) do not apply to a tax- 
payer in respect of a farming business for a taxation 
year 


(a) in which the taxpayer died; or 


(b) where at the end of the year the taxpayer ‘is 
non-resident. and not .carrying on the business 
through.a fixed place of business in.Canada. 


History: Para. 80.3(6)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec.. 59(2), applicable to fiscal periods and taxation years 
ending after 1987. Para. 80.3(6)(b) formerly read: 


(b) where the taxpayer is not resident in Canada at the end of 
the year and at any time in the year did not carry on the busi- 
ness in Canada. 


Pre-RSC History [s. 80.3]: S. 80.3 substituted by 1990, c. 39, s. 
17, applicable to fiscal periods and taxation years ending after 1987. 
S. 80.3 formerly read: 


80.3 (1) Income deferral from destruction of livestock — 
Where an amount that would otherwise be included in com- 
puting the income of a taxpayer for a particular taxation year 
from the business of farming is an amount received or receiv- 
able (depending upon the method followed by the taxpayer in 
computing his income from that business for that year) by the 
taxpayer in respect of the forced destruction of livestock 
under statutory authority, that amount shall, except where the 
taxpayer has reported the amount as income in his return of 
income for the particular taxation year, be deemed to be in- 
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come of the taxpayer from that business for his taxation year 
immediately following the particular taxation. year. 


(2) Where ss. (1) not.to apply — Subsection (1) does not 
apply to an amount received or receivable, as the case may 
be, by a taxpayer in a taxation year in which he died or 
ceased to be a resident of Canada or in any subsequent taxa- 
tion year. 


S. 80.3 added by 1976-77, c. 4;’s. 30, applicable to 1976 et seq. 


Definitions [s. 80.3]: “amount” — 248(1); “breeding animals”, 
“breeding herd” — 80.3(1); “business” — 248(1); “Canada” — 
255; “farming”, “taxpayer” — 248(1); “taxation year” — 11(2), 
249; “year” — 11(2). . 

interpretation Bulletins [s. 80.3]: IT-425: Miscellaneous farm 
income. 


80.4 (1) Loans — Where a person or partnership re- 
ceives a loan or otherwise incurs a debt because of or 
as a consequence of a previous, the current or an in- 
tended office or employment of an individual, or be- 
cause of the services performed or to be performed 
by a corporation carrying on a personal services bus- 
iness, the individual or corporation, as the case may 
be, shall be deemed to have received a benefit in a 
taxation year equal to the amount, if any, by which 
the total of 


(a) all interest on all such loans and debts com- 
puted at the prescribed rate on each such loan and 
debt for the period in the year during which it 
was outstanding, and. 


(b). the total of all amounts each of which is an 
amount of interest that. was paid or payable in re- 
spect of the year on such a loan or debt by 
(i) a person or partnership (in this paragraph 
referred to as the “employer”) that employed 
or intended to employ the individual, 


(ii) a person (other than the debtor) related to 
the. employer, or | 


(iit) a person or partnership to or for whom or 
which the services were or were to.be pro- 
vided or performed by. the corporation or a 
person (other than the debtor) that does not 
deal at arm’s length with that person or any 
member of such partnership, 


exceeds the total of 


(c) the amount of interest for the year paid on all 
such loans and debts not later than 30 days after 
the end of the year, and 


(d) any portion of the total determined in respect 
of the year under paragraph (b) that is reimbursed 
in the year or within 30 days after the end of the 
year by the debtor to the person or entity who 
made the payment referred to in that paragraph. 
Related Provisions: 6(9) — Inclusion as income from office or 
employment; 12(1)(w) — Benefit from carrying on personal ser- 
vices business; 15(2)— Shareholder, debt; 20(1)(c)(v) — Deduct- 
ibility of interest; 79(3)F(b)(v)(B)() — Where property surrendered 
to creditor; 80(1)“forgiven amount”B(h) — Debt forgiveness rules 
do not apply; 80.4(3) — Loans — exceptions; 80.4(4) — Interest on 
loans for home purchase ‘or relocation; 80.5 —'Interest deemed 


S. 80.4(2) 


paid; 110(1)G) — Deduction — home relocation loan. 


History: That portion of subsec. '80.4(1) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 32, applicable to 
taxation years commencing after:1991. That portion formerly read: 


(1) Loans — Where a person or partnership received a loan 
or otherwise incurred a debt by virtue of the office or employ- 
ment or intended office or employment of.an individual, or by 
virtue of the services performed or to be performed by a cor- 
poration carrying on a personal services business, the individ- 
ual or corporation, as the case may be, shall be deemed to 
have received a benefit in a taxation year equal to the amount, 
if any, by which the total of 


Pre-RSC History: Para. 80.4(1)(a) substituted by 1985, c. 45, 
subsec. 38(1). Para. 80.4(1)(a) formerly read: 
(a) the amount of interest for the year on all such loans and 
debts computed at such prescribed rates as are in effect from 
time to time during the period in the year that the loans and 
debts were outstanding, and 
All that portion of subsec. 80.4(1) following subpara. 80:4(1)(b)(iii) 
substituted by 1985, c. 45, subsec. 38(2), applicable to 1984 et seq. 
That portion formerly read: stod 
exceeds 


(c) the amount of interest for the year paid on all such 
loans and debts not later than 30 days after the end of the 
year. 
All that portion of subsec. 80.4(1) preceding para. (a), subparas. 
80.4(1)(b)(ii), (iii) substituted and subpara. 80.4(1)(b)(iv) repealed 
by 1984, c. 45, subsecs. 25(1), (2), to substitute para. “125(7)(d)” 
for “125(6)(g.1)” in that portion preceding para. (a), and to add “or” 
at the end of subpara. (ii), applicable to 1985 et seq. Subparas. 
80.4(1)(b)Gii) and (iv) formerly read: pi 
(iii) the entity (within the meaning assigned by paragraph 
125(9)(b)), to or for which the services were or were to be 
performed by the corporation, or 


(iv) a person (other than the debtor) related to the entity 
(within the meaning assigned by paragraph 125(9)(b)), 


See also History at end of s. 80.4. 


Selected Cases [subsec. 80.4(1)]: Vine Estate v. Canada, 
[1990] 1 C.T.C. 18 (FCTD) (Amount applied by 50% shareholder 
from one company to cover losses of another fully owned company 
was benefit); Cooper v. MNR, [1989] 1 C.T.C. 66 (FCTD) (Provi- 
sion applies only to corporate officers and shareholders, not to.loan 
from estate to executor). 


Regulations: 4301(c) (prescribed rate of interest for 80.4(1)(a)); 
but see also ITA 80.4(7)“prescribed rate”. : 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-421R2: Benefits to individuals, corporations and 
shareholders from loans or debt. 


I.T. Technical News: No. 6 (payment of mortgage interest sub- 
sidy by employer). 


(2) Idem — Where a person (other than a corpora- 
tion resident in Canada) or a partnership (other than 
a partnership each member of which is a corporation 
resident in Canada) was 


(a) a shareholder of a corporation, 


(b) connected with a shareholder of a corporation, 
or 


(c) a member of a partnership, ora beneficiary of 
a trust, that was a shareholder of a corporation, 


and by virtue of such shareholding that person or 
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partnership received a loan from, or otherwise in- 
curred a debt to, that corporation, any other corpora- 
tion related thereto or a partnership of which that 
corporation or any corporation related thereto was a 
member, the person or partnership shall be deemed 
to have received a benefit in a taxation year equal to 
the amount, if any, by which 


(d) all interest on all such loans and debts com- 
puted at the prescribed rate on each such loan and 
debt for the period in the year during which it 
was outstanding 


exceeds 


(e) the amount of interest for the year paid on all 
such loans and debts not later than 30 days after 
the later of the end of the year and December 31, 
1982. 
Related Provisions: 15(9)— Deemed benefit to shareholder; 
20(1)(c)(vi) — Deductibility of interest; 79(3)F(b)(v)(B)() — 
Where property surrendered to creditor; 80(1)“forgiven 
amount’ B(h) — Debt forgiveness rules do not apply; 80.4(3) — Ex- 
ceptions; 80.5 — Deemed interest; 95(1)“foreign accrual property 
income” A(d) — Definitions — “foreign accrual property income”. 
Pre-RSC History: Para. 80.4(2)(d) substituted by 1985, c. 45, 
subsec. 38(3). Para. 80.4(2)(d) formerly read: 


(d) the amount of interest for the year on all such loans and 
debts computed at such prescribed rates as are in effect from 
time to time during the period in the year that the loans and 
debts were outstanding 


See also History at end of s. 80.4. 


Regulations: 4301(c) (prescribed rate of interest for 80.4(2)(d); 
but see also ITA 80.4(7)“prescribed rate”. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(3) Where subsecs. (1) and (2) do not ap- 
ply — Subsections (1) and (2) do not apply in re- 
spect of any loan or debt, or any part thereof, 


(a) on which the rate of interest was equal to or 
greater than the rate that would, having regard to 
all the circumstances (including the terms and 
conditions of the loan or debt), have been agreed 
on, at the time the loan was received or the debt 
was incurred, between parties dealing with each 
other at arm’s length if 


(i) none of the parties received the loan or in- 
curred the debt by virtue of an office or em- 
ployment or by virtue of the shareholding ofa 
person or partnership, and 


(11) the ordinary business of the creditor in- 
cluded the lending of money, 


except where an amount is paid or payable-i in any 
taxation year to the creditor in respect of interest 
on the loan or debt by a party other than the 
debtor; or 


(b) that was included in computing the income of 
a person or partnership under this Part. 
Selected Cases [subsec. 80.4(3)]: Quigley v. Canada, [1996] | 


C.T.C. 2378 (TCC) (“Was included” is question of fact and not 
same as “ought to have been included”). 
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(4) Interest on loans for home purchase or 
relocation — For the purpose of computing the 
benefit under subsection (1) in a taxation year in re- 
spect of a home purchase loan or a home relocation 
loan and for the purpose of paragraph 110(1)(G), the 
amount of interest determined under paragraph (1)(a) 
shall not exceed the amount of interest that would 
have been determined thereunder if it had been com- 
puted at the prescribed rate in effect at the time the 
loan was received or the debt was incurred, as the 
case may be. 

Related Provisions: 80(14)(d) — Residual balance; 80.4(6) — 


Interest rate cap reset every 5 years; 110(1.4) — Replacement of 
home relocation loan. 


Pre-RSC History: Subsec. 80.4(4) amended by 1986, c. 6, subsec. 
40(1), applicable to 1985 et seg., to substitute heading. “Interest on 
loans for home purchase or relocation” for “Interest on home 
purchase loans”, to-substitute “in respect of a home purchase loan or 
a home relocation loan and for the purpose of paragraph 110(1)G)” 
for “on a home purchase loan”, and to add “as the case may be” 
after “the debt was incurred”. 


See also History at end of s. 80.4. 


Regulations: 4301(c) (prescribed rate of interest); but see also 
ITA 80.4(7)“prescribed rate”. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(5) idem — Where an individual has, before No- 
vember 13, 1981, 


(a) received a housing loan, or 


(b) made arrangements in writing in respect of a 
home purchase loan that would, if the loan were 
made before 1982, have been a housing loan, 


for the purpose of computing the amount of interest 
referred to in paragraph (1)(a) on the loan, the 
amount of the loan may be reduced 


(c) for the 1982 taxation year, by the amount, if 
any, by which $40,000 exceeds the total of 


(i) all amounts claimed asa reduction under 
this subsection for the year by the individual’s 
spouse with whom the individual resided in 
the year, and | 


(ii) all amounts claimed as a reduction under 
this subsection for the year by the individual 
on all other loans, and 


(d) for the 1983 taxation year, by the amount, if 
any, by which $20,000 exceeds the total of 


(i) all amounts claimed as a reduction under 
this subsection for the year by the individual’s 
spouse with whom the individual resided in 
the year, and | 


(ii) all amounts claimed as a reduction under 
this subsection for the year by the individual 
on all other loans. 


(6) Deemed new home purchase loans — Fit 
the purposes of this section, other than paragraph 
(3)(a) and subsection (5), where a home purchase 
loan or a home relocation loan of an individual-has a 
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term for repayment exceeding five years, the balance 
outstanding on the loan on the date that is five years 
from the day the loan was received or was last 
deemed by this subsection to have been received 
shall be deemed to be a new home purchase loan re- 
ceived by the individual on that date. 

Related Provisions: 110(1)G) — Home relocation loan; 


110(1.4) aia pace ment pr home relocation loan; 252(4) — Ex- 
tended meaning of “spouse”. 


Pre-RSC History: Subsec. 80.4(6) amended by 1986, c. 6, subsec. 
40(2), applicable to 1985 et seq., to add “or a home relocation 


— joan’: 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(7) Definitions — In this section, 


“home purchase loan” means. that portion of any 
loan received or debt otherwise incurred by an indi- 
vidual in the circumstances described in subsection 
(1) that is used to acquire, or to repay a loan or debt 
that was received or incurred to acquire, a dwelling, 
or a share of the capital stock of a cooperative hous- 
ing corporation acquired for the sole purpose of ac- 
quiring the right to inhabit a dwelling owned by the 
corporation, wheré ‘the ee is Oe the habitation 
of 


(a) the individual’ by virtue of whose office or 
employment the loan is received or the’ debt is 
incurred, 


(b):a specified shareholder of the corporation by 
virtue of whose services ‘the loan is received: or 
the debt is incurred, or 


-(c) a-person related to a person described in para- 
graph (a) or (b), 


or that is used to repay a home iienass loan; 


History: That portion of “home purchase loan” preceding para. (a), 
in subsec, 80.4(7) substituted by 1994, cc. 7, Sch. T1'(1991,.c. 49), 5. 


60, applicable to 1985 et seg. That portion formerly read: 


“home. purchase loan’’means that portion of any. loan re- 
ceived or debt otherwise incurred by an individual in the cir- 
cumstances described in subsection (1) that is used to acquire, 
or to repay a loan or debt that had been received‘or incurred” 
to acquire, a’ dwelling-for the habitation of 
Pre-RSC History: The definition “home purchase loan” was 
para. 80.4(7)(a). . 
Para. 80.4(7)(a) substituted by 1984, 'c. 45, subsec. 25(3), to delete 
from subpara. (ii) “(within the meaning assigned by paragraph 
125(9)(c))” located after “‘a specified shareholder” and to add after 
subpara. (iii) “or that is used to repay a home purchase loan; and”, 
applicable to taxation years ending after 1981, except that subpara. 
(ii), as it read immediately prior to the coming into force of c. 45, 
shall continue to apply to the 1984 and prior taxation years. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt.’ 


“prescribed rate” of interest means 
(a).6% per annum before 1978, 
(b) 8% per'annum for 1978, and 


(c) for any year, or part thereof, after 1978, such 
rate of interest as is prescribed therefor except 
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that, for the purpose of computing the benefit 
under subsection (1) in a taxation year on a home 
purchase loan received after November 12, 1981 
and before 1982, the prescribed rate of interest at 
the time the loan was received shall be: deemed to 
be 16% per annum. 

Pre-RSC History: The definition Bahesbigene hicade was para. 

80.4(7)(b). 

Regulations: 4301(c) (prescribed rate of interest for. para. (c)). 


(8) Persons connected with a shareholder — 
For the purposes of subsection (2); a person is con- 
nected with a shareholder of a corporation if that 
person does not deal at arm’s length with the share- 
holder and if that person is a person. other than 


(a) a foreign. affiliate of the corporation; or 


(b) a foreign affiliate of a person resident in Can- 
ada with which the corporation does not deal at 
arm’s length. 


Pre-RSC History [s. 80.4]: S..80.4 substituted by. 1980-81-82-83, 
c. 140, subsec. 44(1), applicable by 1984, c. 1, s. 111 (deemed to be 


_ in force on March.30, 1983), to taxation years ending after. 1981 


except that 


(a) where the taxation year eniedd in. 1982, priate 80.4(1) 
and (2) of the said Act, as enacted by c. 140, shall not apply to 
the part of that. taxation year that is before 1982; .and 


(b) subsection 80.4(2) of the said Act, as enacted by c. 140, 
shall not apply before July 1, 1983 in respect of any loan re- 
ceived or debt incurred before December 8, 1982 by a corpora- 
tion that is not resident in Canada and that. was not dealing at 
arm’s length with the creditor corporation. 


And (by 1980-81-82- 83, subsec, 44(3)), in lapphiae. s. 80.4 for the 


1980 and 1981 taxation years, 


(a) para, 80.4(1)(d) shall be deemed to have read as follows: 


“(d) the amount, if-any, by which interest in respect of 
the taxation year on‘all loans each of which is described 
in paragraph (a), (a.1) or (b) (other than housing loans 
and excluded loans) received by him, computed at a pre- 
scribed:rate per annum, exceeds the interest in respect of 
the taxation ‘year paid by him before the end of the imme- 
diately following taxation year on all such loans,”: 


(b),..subpara. 80. HAD is shall be deemed to have read as 
follows: 


“@) the poktion of any loan described in paragraph (1)(a) 

or (a.1) made to an‘officer or employee of ‘a corporation 

' or to an individual who becomes an officer or employee 

of a corporation to enable or assist him to purchase fully 

paid shares of the capital stock of the corporation‘or of a 

corporation related thereto to be held by him for/his own 
benefit,”; and 


(c), para. 80.4(2)(b) shall be deemed to iw read as follows: 


“(b) “housing loan” means the portion of any loan made 
to 


(i) an officer or employee or to his spouse, or 


(ii) an individual who becomes an officer or em- 
ployee. or to his spouse, where:,such loan is made 
within ninety days preceding the day he becomes an 
officer or employee, 


by virtue of his office or employment, to enable or assist 
him or his spouse to acquire’a dwelling for his habitation 
if the acquisition of that dwelling was made in the course 
of a’change in his residence and he was (or would have 
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been had he moved from a location in Canada after 1971 
and incurred moving expenses) entitled to a deduction 
under section 62;” 


S. 80.4 formerly read: 


80.4 (1) Loans to officers, employees and sharehold- 
ers — Where an individual 


(a) is an officer or.employee or is related to an officer or 
employee and has received a loan by virtue of his office 
or employment or the office or employment of a person 
to whom he is related, 


(a.1) becomes an officer or employee, or is related to an- 
other person who becomes an officer or employee, and, 
within the ninety days preceding the day he or that other 
person becomes an officer or employee, has received a 
loan by virtue of his office or employment or the office 
or employment of that other person, or 


(b) is a shareholder of a particular corporation’ or is re- 
lated to a shareholder of a particular corporation and has 
received a loan (other than an excluded loan) from the 
particular corporation, from a corporation related to the 
particular corporation or from a partnership of which the 
particular corporation or a corporation related:to the par- 
ticular corporation is a member, 


he shall be deemed to have received a benefit in a taxation 
year equal to the amount, if any, by which the aggregate of 


(c) the amount, if any, by which interest in respect of the 
taxation year on all housing loans received by him, com- 
puted at a prescribed rate per annum, exceeds the aggre- 
gate of 


(i) interest in respect of the taxation year paid by him 
before the end of the immediately following taxation 
year on all such loans, and 


(ii) the product obtained when the prescribed rate per 
annum is multiplied by 


(A) in the case of an individual whose spouse 
with whom he resided in the taxation year had a 
housing loan, an amount (in this subsection re- 
ferred to as his “agreed amount’) equal to such 
portion of $50,000 as has, by agreement between 
the individual and his spouse, been allocated to 
him: and that, when added to:the agreed amount 
of his spouse, does not exceed $50,000, and 


(B) in any other case, $50,000, and 


(d) the amount, if any, by which interest in respect of the 
taxation year on all loans described in paragraphs (a) and 
(b) (other than housing loans and excluded loans) re- 
ceived by him, computed at a prescribed rate per annum, 
exceeds the interest in respect of the taxation year paid 
by him. before the end.of the immediately following taxa- 
tion year on all such loans, 


exceeds 


(e) in the case of the individual referred to in clause 
(c)(ii)(A), that proportion of $500 that his agreed amount 
is of $50,000, and 


(f) in any other case, $500. 


(1.1) Exception — Subsection (1) does not apply in any tax- 
ation year with respect to a loan referred to in paragraph 
(1)(a) or (a.1), unless the interest for the year that was paid 
thereon before the end of the immediately following taxation 
year is less than the interest that would have been payable 
thereon for the year if interest thereon. were charged at the 
rate of interest specified for the year in which the loan was 
made or the year in which the terms or conditions relating to 
the loan were last modified, whichever year is later. 


(2) Definitions — For the purposes of this section, 
(a) “excluded loan” — “excluded loan” means 


(i) the portion of any loan described in paragraph 
(1)(a) made to an officer or employee of a corpora- 
tion to enable or assist him to purchase fully paid 
shares of the capital stock of the corporation or of a 
corporation related to it to be held by him for his 
own benefit, ts 


(ii) the portion of any loan included in computing the 
income of the individual to whom it was made, and 


(111) a loan made by an individual (other than a trust) 

to an individual with whom he was not dealing at 

arm’s length; 
(b) “housing loan” — “housing loan” means the portion 
of any loan made to an officer or employee or to his 
spouse, by virtue of his office or employment, to enable 
or assist him or his spouse to acquire a dwelling for his 
habitation if the acquisition of that dwelling was made in 
the course of a change in his residence and he was (or 
would have been had he moved from a location in Can- 
ada after 1971 and incurred moving expenses) entitled to 
a deduction under section 62; 


(c) “rate of interest specified for the year’ — “rate of 
interest specified for the year” in respect of a loan means 


(i) 6% per annum for any year before 1978, 
(ii) 8% per annum for 1978, and 


(111) for any year after 1978, the rate of interest pre- 
scribed therefor for the purposes of subsection (1). 


Definitions [s. 80.4]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; “carrying on business” — 253; “corpora- 
tion” — 248(1), Interpretation Act 35(1); “employee” — 248(1); 
“employer” — 80.4(1)(b)(@); “employment” — 248(1); “foreign af- 
filiate” — 95(1), 248(1); “home purchase loan” — 80.4(7); “home 
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relocation loan”, “individual”, “office”, “officer”, “person” — 
248(1); “personal services business” — 125(7), 248(1); “pre- 
scribed” — 80.4(7), 248(1); “related” — 251(2); “resident in Can- 
ada” — 250; “share”, “shareholder”, “specified shareholder” — 


248(1); “spouse” — 252(4)(a); “taxation year” — 249; “writing” — 


' Interpretation Act 35(1). 


Pre-RSC History [former s. 80.4]: Paras. 80.4(1)(a.1), (2)(c), 

subsec. 80.4(1.1) added, all that portion of subsec. 80.4(2) preced- 

ing para. (a) substituted by 1980-81-82-83, c. 48, subsecs. 

42(1)-(4), applicable to 1980 et seq. That portion formerly read: 
(2) For the purpose of subsection (1), 


All that portion of subsec. 80.4(1) following subpara. (c)(i) substi- 
tuted, by 1979, c. 5, subsec. 25(1), applicable with respect to loans 
made after November 16, 1978. That portion (except for para (d), 
which remained unaltered) formerly read: 


(ii) the product obtained when the prescribed rate per an- 
num is multiplied by $50,000, and 


(e) $500. 


Para. 80.4(2)(b) substituted by 1979, c. 5, subsec. 25(2), applicable 
to 1979 et seq. 


Subpara. 80.4(2)(a)(i) and para. 80.4(2)(b) substituted by. 1977-78, 
c. 32, subsecs. 16(2), (3), applicable to 1979 et seq. ; 


S. 80.4 added by 1977-78, c. 1, s. 35, applicable to 1979 et seq. 


80.5 Deemed interest — Where a benefit is 
deemed by section 80.4 to have been received in a 
taxation year by 


(a) an individual or corporation under subsection 
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80.4(1), or 


(b) a person or partnership under subsection | 


80.4(2), th 5 
the. amount of the benefit shall, for the.purposes of 


subparagraph 8(1)(j)(i) and, paragraph 20(1)(c), be — 


deemed to be interest paid in, and payable in respect 
of, the year by the debtor pursuant.to a legal obliga- 
tion to. pay interest on borrowed money. 


Pre-RSC History: All that portion:of s./80.5: following para. (b) 
substituted. by 1984, c. 1, s. 36, applicable to taxation years com- 
mencing after 1981. That portion formerly read: — 


the amount of the benefit shall, for the purpose of paragraph 
20(1)(c), be deemed to be interest paid in the year and paya- 
ble in respect of the year, pursuant to a legal obligation to pay 
interest on borrowed money, by the debtor. ”! 


S. 80.5 added by. 1980-81-82-83, c. 140 s. 45(1), applicable, by 
1984, c. 1, s. 112 (deemed in force on March 30, 1983); to-taxation 
years commencing after 1981 except that in its application to the 
1982 taxation year, where a debtor would otherwise be entitled to 
make a. deduction under para. 20(1)(c) with respect. to a benefit 
deemed by s. 80.5 to be interest paid in the year and payable in 
respect of the year, the individual or corporation referred to in para. 
80.5(a) may in computing its income for the year, deduct an amount 
equal to the amount that the debtor would otherwise be entitled to 
deduct in computing its income for the year where the debtor elects 


in his return of income for the 1982 taxation year not to make such © 


deduction. 

Definitions: “amount” — 248(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “individual”, “person” — 248(1); “taxation 
year” — 249, : 


¥ 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


Subdivision g ee Amounts Not 
Included in Computing Income 


81. (1) Amounts not included in income — 
There shall not be included in computing the income 
of a taxpayer for a taxation year, 


(a) statutory exemptions — an amount that is 
_ declared to be exempt from income tax by any 
other enactment of Parliament, other than an 
amount received or receivable by an individual 
that'is exempt by virtue ofa provision contained 
in a tax convention or agreement with another 
country that has the force of law in Canada; 
Related Provisions: 110(1)(f)() — Deduction for amount ex- 
empted by treaty; 126(3)(c) — Employees of international organiza- 
tions; 212(1)(h) — Pension benefits, 
Pre-RSC History: Para. 81(1)(a) substituted by 1980=81-82-83, c. 
140, subsec. 46(1), applicable to 1982 et seq. Para. 81(1)(a) for- 
merly read: 


(a) an amount that is declared to be exempt from income tax 
by any other enactment of the Parliament of Canada. 


Selected Cases [para. &1(1)(a)]: Poker v. Canada, [1995] 1 
C.T.C. 84 (FCTD) (Factors considered with' respect to taxability of 
income earned by taxpayer identified in Indian Act); Williams v. 
Canada, [1990] 2 C.T.C. 124 (FCA); rev’d [1992] 1 €.T.C. 225 
(SCC) (Unemployment insurance benefits received by Indian after 
work. on reserve completed not taxable). 


Remission Orders: Indian Income Tax Remission Order, P.C. 


S. 81(1)(d) 


1993-523, P.C. 1993-1649 (remission of tax on income-from.an em- 
ployer that resides on a reserve); Indian Income Tax Remission Or- 
der (Yukon Territory Lands), P.C. 1995-197 (certain lands in Yukon 
treated as Indian reserves for income tax purposes); Indians and 
Bands on certain Indian Settlements Remission Orders, P.C. 1992- 
1052 (remission of tax payable by Indians and Indian bands). 


Interpretation Bulletins: IT-62: Indians [withdrawn — under 
revision]. . is 


I.T. Technical News: No, 2 (tax exemption for Indians); No. 5 
(statutory exemptions — Indian Act); No. 7. (Indians: interest in- 
come — situs of savings accounts); No. 9 (taxation of Indians’ in- 
vestment income). ba 

Forms: TD1-IN: Determination of exemption of an Indian’s em- 
ployment income. 


(b) War Savings Certificate — an amount re- 

ceived under a War Savings Certificate issued by 

His, Majesty in right of Canada or under a similar 
_ Savings certificate issued by His Majesty. in. right 
. of Newfoundland before April 1, 1949: 


(c) ship or aircraft of non-residents — the 
“income for the year of a non-resident person 
earned in Canada from the operation of a ship or 
aircraft in international traffic, if the country 
‘where that person resided grants substantially 
similar relief for the year to a person resident in 
Canada; re | : 
Related Provisions: 115(1)(b)Gi)(B) — Exclusion of ship or air- 
craft from taxable Canadian property; 250(6) — Residence of inter- 


national shipping corporation; Canada—U.S. tax treaty, Art. VIII — 
Operation of ships or aircraft in international traffic. 


Pre-RSC History: Para. 81(1)(c) substituted by:1974-75-76, c. 26, 
subsec. 44(1), applicable to 1974 et seq., to delete “by him” after 
“operation”. 


Selected: Cases [para. 81(1)(c)]: Crown Forest Industries Ltd. 
v,. Canada, [1992] 2.C.T.C. 1 (FCTD); aff’d (Nov. 8, 1993), Doc. 


A-1103-92, A-1104-92, A-1105-92 (FCA) (Corporation liable to, 


but exempt from, US tax was resident in US under treaty by virtue 
of place of management and business); Furness, Withy & Co. Ltd. v. 
MNR, [1968] C.T.C. 35 (SCC) (income from services’ rendered in 
Canada to unrelated companies not exempt; income from services 
by company’siCanadian branches rendered to ships in company’s 
service exempt). ; 

Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. 


(d) service pension, allowance or. compen- 
sation — a pension payment,.an allowance or 
compensation that is received under or is subject 
to the Pension Act, the. Merchant Navy Veteran 
and Civilian War-related Benefits Act or the War 
Veterans Allowance. Act;.an. amount received 
under the Gallantry Awards Order or compensa- 
tion received under the regulations made under 
section 9 of the Aeronautics Act; ' 


Related Provisions: 212(1)(h)(iii) — Exemption from: non-resi- 
dent withholding tax. 

History: Para. 81(1)(d) amended by 1994; c..7, Sch. IV (1992, c. 
24), s. 15, to substitute “Merchant Navy Veteran and Civilian War- 


related Benefits Act’ for “Civilian War Pension and Allowances 
Act’, effective July 1; 1992. 


Para. 81(1)(d) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
61(1), to add “an amount received under the Gallantry Awards Or- 
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der’, ‘applicable to 1986 et seq. 


Pre-RSC History: Para. 81(1)(d) amended by 1987, c. 45, s. 17, to 
delete reference to the Compensation for Former Prisoners of War 
Act, applicable to taxation years commencing after February 1, 
1988. 


Para. 81(1)(d) amended by 1985, c. 28, s. 9, to substitute “section 
7.7 of the Aeronautics Act” for “section 7 of the Aeronautics Act’. 


Para. 81(1)(d) amended by 1974-75-76, c. 95, s. 13, deemed to be in 
force April 1, 1976, to add reference to the Compensation for For- 
mer Prisoners of War Act. 


Interpretation Bulletins: IT-397R: Amounts excluded from in- 
come — statutory exemptions and certain service or RCMP pen- 
sions, allowances and compensation. 


(e) war pensions — a pension payment re- 
ceived on account of disability or death arising 
out of a war from a country that was an ally of 
Canada at the time of the war, if that country 
grants substantially similar relief for the year to a 
person receiving a pension referred to in para- 
graph (d); 

Related Provisions: 212(1)(h)(ii) — Exemption from non-resi- 

dent withholding tax. 

History: Para. 81(1)(e) substituted by 1994, :c. 7, Sch. II (1991, c. 

49), subsec. 61(2), applicable to 1988 et seq. Para. 81(1)(e) formerly 

read: 
(e) service pension from another country — a pension 
payment received on account of disability or death arising out 
of war service from a country that was an ally of Her majesty 
or His Majesty at the time of the war service, if that country 
grants substantially similar relief for the year to a person re- 
ceiving a pension referred to in paragraph (d); 


Interpretation Bulletins: IT-397R: Amounts excluded from’ in- 
come — statutory exemptions and certain service or RCMP pen- 
sions, allowances and compensation. 


(f) Halifax disaster pensions, grants or al- 
lowances — a pension payment, a grant or an 
allowance in respect of death or injury sustained 
in the explosion at Halifax in 1917 and received 
from the Halifax Relief Commission the incorpo- 
ration of which was confirmed by An Act respect- 
ing the Halifax Relief Commission, chapter 24 of 
the Statutes of Canada, 1918, or received pursu- 
ant to the Halifax Relief Commission Pension 
Continuation Act, chapter 88 of the Statutes of 
Canada, 1974-75-76; 


Related Provisions: 212(1)(h)Gii) — Exemption’ from non-resi- 
dent withholding tax. ve 


History: Para. 81(1)(f) amended by 1995, c. 18, s. 88, in ey Sep- 
tember 15, 1995. Para. (f) formerly read: 


(f) Halifax disaster pensions, grants or allowances — a 
pension payment, a grant or an allowance in respect of death 
or injury sustained in the explosion at Halifax in 1917 re- 
ceived from the Halifax Relief Commission the incorporation 
of which was confirmed by An Act respecting the Halifax Re- 
lief Commission, chapter 24 of the Statutes of Canada, 1918, 
or from the Canadian Pension Commission pursuant to the 
Halifax Relief Commission Pension Continuation Act, chapter 
88 of the Statutes of Canada, 1974-75-76; 


Pre-RSC History: Para. 81(1)(f) substituted by 1974-75-76, c. 88, 
s. 8, proclaimed in force from June 11, 1976. Para. 81(1)(f) for- 
merly read: 


(f) a pension payment in respect of death or injury sustained 
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in the explosion at Halifax in 1917 received from the Halifax 
Relief Commission the incorporation of which was confirmed 
by chapter 24 of the Statutes of Canada, 1918; 


(g) compensation by Federal Republic of 
Germany — a payment made by the Federal 
Republic of Germany or by a public body per- 
forming a function of government within that 
country as compensation to a victim of National 
Socialist persecution, where no tax is payable in 
respect of that payment under a law of the Fed- 
eral Republic of Germany that imposes an in- 
come tax; 


Related Provisions: 212(1)(h)(iii) — Exemption from non-resi- 
dent withholding tax. 


(g.1) income from personal injury award 
property — the income for the year from any 
“property acquired by or on behalf of a person as 
an award of, or pursuant to an action for, dam- 
ages in respect of physical or mental injury to 
that person, or from any property substituted 
therefor and any taxable capital gain for the year 
from the disposition of any such property, 


(1) where the income was income from the 
property, if the income was earned in respect 
of a period before the end of the taxation year 
in which the person attained the age of 21 
years, and 


(ii) in any other case, if the person was less 
than 21 years of age during any part of the 
year; 
Related Provisions: 81(1)(g.2) — Income from income exempt 
under paragraph (g:1); 81(5) — Election to increase ACB of capital 
property at age 21; 248(5) — Substituted property. _ 
Pre-RSC History: Para. 81(1)(g. 1) substituted by 1985, c. 45, 
subsec. 39(1), apppG ble to 1984 et seq. Para. 81(1)(g.1) formerly 
read: 
(g.1) income from property acquired as personal injury” 
award — the income of the taxpayer for the year from any 
property, or any property substituted therefor, or the taxable 
capital gain of the taxpayer for the year from the disposition 
of any such property, acquired by the taxpayer or by any per- 
son for the benefit of the taxpayer as an award of, or pursuant 
to an action for, damages in-respect of physical or mental in- 
jury to the taxpayer, if the income or taxable capital gain was 
received 
(i) by the taxpayer, 
(ii) by the taxpayer’s guardian, curator, tutor, committee 
or other legal representative, or 
(iii) by an officer of a court for the benefit of the 
taxpayer, 
before the taxpayer attained the age of 21 years; 
All that portion of para. 81(1)(g.1) preceding subpara. (i) substituted 
by 1974-75-76, c. 26, subsec. 44(2), applicable to 1972 et seq. 
Para. 81(1)(g.1) added by 1973-74, c. 14, subsec. 23(2), applicable 
to 1972 et seq. 


Interpretation Bulletins: IT-365R2: Damages, settlements and 
similar receipts. 


(g.2) income from income exempt ander 


para. (g.1) — any income for the year from any 
income that is by virtue of this paragraph or para- 
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graph (g.1) not required’ to be ‘included in com- 
puting the taxpayer’s' income (other than any in- 
come attributable to any period after the end of 
the taxation year in which the person on whose 
behalf the income was earned attained bs age of 
21 years); | 

Pre-RSC History: Para. 81(1)(g.2) substituted by 1985, ¢. 45, 

subsec. 39(1), applicable to»1984-et«seq. Parai 81(1)(g:2). formerly 

read: ops | . 
(g.2) income from income.exempt under para.-(g.1) — 
any income of the taxpayer for the year (other than any.such 
income received after he attained the age of 21 years) from 
any income that is, by virtue of paragraph (g.1) or this para- 
graph, not’ required to be included in computing the’ tax- 
payer’s income for any taxation year; 


Para. 81(1)(g:2) added by 1973-74; 'c. 14, subsec, tee applicable 
to 1972 et seq, 


Interpretation Bulletins: IT-365R2: Damages, sairienhente and 
similar receipts. 1 


''(g.3) [Repealed inde former Act]’ 


Pre-RSC History: Para. 81(1(g. 3) repealed by 1985, c. 45, sub- 
sec. 39(1), applicable to 1984 et seg: Para.’81(1)(g. 3) formerly read: 


(g.3) interest paid on property acquired as award and 
held for benefit of taxpayer under 21 years + any amount 
‘paid to the taxpayer in the year by a person described in sub-. 
paragraph (g.1)(ii) or (ili) as, on account orin lieu of payment 
of, orin satisfaction of, interest on ve 
(i) any property, or any property substituted therefor, ac- 
quired by or for the, benefit. of.the taxpayer as described 
in paragraph (g. ), or 
ie, (i) ADY income of the taxpayer ‘from any property Te- 
- ferred to in subparagraph (i), 
in respect of .a period during which 


(iit) the property or the income, asthe case Stas be, was 
held. or was received,and held, as the. case:may. be, by;that 
person or, if that person was an offtcer of a court, under 
his jurisdiction, and Mir 
(iv) the taxpayer was’ under the age of 21 years; 
Para. 81(1)(g.3) added by 1973-74,"c. 14, subsec. 23(2), appncable 
to 1972 et seq. 


(h) social assistance — where the taxpayer is 
an individual (other than a trust), a social assis- 
tance payment (other than a prescribed payment) 
ordinarily made. on the basis.ofa means,:needs or 
income test under a program provided for by an 
Act of Parliament or.a law, of a province, to the 
extent:that itis received directly or indirectly by 
the taxpayer for the benefit:of another individual 
(other.than the taxpayer’s spouse or a:person who 
is related to the taxpayer or to the bail ht pve 
spouse), if 


(i) no family allowance cohen the, Family. Al- 
lowances Act or any. similar allowance under a 
law of a province that provides for payment, of 
an allowance similar to the family allowance 
provided under, that Act is payable in respect 
of the other individual for the period in re- 
spect of which the social assistance payment 
is. made, and 


(ii) the other individual: resides in ihe tax- 


S. 81(1)(k) 


payer’s principal place of residence, or the 
taxpayer's principal place of. residence is 

maintained for use as the residence. of that 
other individual, throughout the period re- 
ferred.to in subparagraph (1); 


| Related Provisions: 56(1)(u), 110(1)(f) — Income inclusion and 
| deduction — sogial assistance payments; 252(4) — Extended mean- 


ing of “ spouse”, 


History: That abet 26 para. 81(1)(h) preceding aubbaca (i) 
amended by 104 G.I Sch. VII (1993, c. 24), s..33, to substitute 
“the taxpayer’s spouse ora PEsson who is related to the taxpayer or 


| to the taxpayer’s spouse” for “a person who is cohabiting in a con- 


jugal relationship with the taxpayer or who is related to the taxpayer 
or to such a person’, applicable after 1992. ~ i! 

Para. 81(1)(h) added by 1994, c. 7, Sch. II (1991, c, 49), subsec. 
61(3), applicable to 1982 et seg. and, notwithstanding subsecs. 
152(4) to (5), if before 1992 [1994, c. 7, Sch. VII (1993, c. 24), s. 
159 provides that such a request made before December 11, 1993 
shall be deemed to have been made’before 1992] a taxpayer re- 
quested the Minister of National Revenue.to do so, such assess- 
ments, of tax, amounts deemed to be paid on account of tax, interest 
and penalties payable or deemed to be paid by the taxpayer for any 
such year shall be made as are necessary to give effect to the para. 
in respect of the taxpayer. 


Regulations: No prescribed payments to date. 


Pre-RSC History [former para. 81(1)(h)]: Para. 81(1)(h) re- 
pealed by 1980-81-82-83, c. 140, subsec. 46(2), apphcable to 1982 
et seq: Para. 81(1)(h) formerly read: 


(h) workmen’s compensation — ‘compensation received 
under an employees’ or workmen’s compensation law of 
Canada or a province in respect of an injury, disability or 
death, except any such compensation received by a person as 
the employer or former employer of the person in respect of 
whose injury, disability or death the compensation was paid; 


(i) RCMP pension or compensation — a 

- pension payment or compensation received under 
section 5, 31 or 45 of the Royal. Canadian 
Mounted Police Pension Continuation Act, chap- 
ter R-10 of the Revised Statutes.of Canada, 1970, 
or section 32 or 33 of the Royal Canadian 
Mounted Police Superannuation Act, in 8 dria 
of an injury, disability or death; 


Related Provisions: 212(1)(h)Gii) — Exemption from non-resi- 
dent withholding tax. 


Interpretation Bulletins: IT-397R: Amounts excluded from in- 
come — statutory exemptions and Certain service or RCMP pen- 
sions, allowances and compensation. 


(j) [Repealed under former Act] 


Pre-RSC History: Para. 81(1)() repealed by 1980-81-82-83, c. 
140, subsec. 46(3), applicable to 1982 et seg. Para. 81(1)(j) formerly 
read: 


(j) social assistance payments — the amount of any social 
assistance payment made on a means or a needs test basis, 
(i) by a registered charity, or 
(ii) under a prescribed program provided for by an Act of 
the Parliament of Canada or a law of a province; 
“Registered charity” substituted for ‘ ‘registered Canadian charitable 
organization”. in subpara. 81(1)G)(i) by 1976-77, c..4, s. 87 and 
Schedule I, applicable to 1977 et seq. 
(k) employees profit sharing plan — a pay- 
ment or part of a payment from an employees 
profit sharing plan that section 144 provides is 
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not to be included; 


(1) prospecting — an amount in respect of the 
receipt of a share that section 35 provides is not 
to be included; 

Selected Cases [para. 81(1)(I)]: Cooper v. MNR, [1977] C.T.C. 


107 (FCA) (Proceeds from disposition of shares received for claims 
acquired pursuant to agreement with prospector exempt). 


(m) interest on certain obligations — inter- 
est that accrued to, became receivable or was re- 
ceived by, a corporation resident in Canada (in 
this paragraph referred to as the “parent corpora- 
tion’) on a bond, debenture, bill, note, mortgage 
or similar obligation received by it as considera- 
tion for the disposition by it, before June 18, 
1971, of 


(i) a business carried on by it in a country 
other than Canada, or 


(ii) all of the shares of a corporation that car- 
ried on a business in a country other than Can- 
ada, and such of the debts and other obliga- 
tions of that corporation as were, immediately 
before the disposition, owing to the parent 
corporation, 
if 

(iii) the business was of a public utility or 
public service nature, 


(iv) the business or the property described in 
subparagraph (ii), as the case may be, was dis- 
posed of to a person or persons resident in that 
country, and 


(v) the obligation received by the parent cor- 
poration was issued by or guaranteed by the 
government of that country or any aoe 
thereof; 

Related Provisions: 40(2)(d) — Reduction in capital loss on 


bond to reflect exempt income; 87(2)(jj) — Amalgamations — con- 
tinuation of predecessor: corporations. 

Pre-RSC History: All that portion of para. 81(1)(m) preceding 
subpara. (i) substituted by 1980-81-82-83, c. 48, subsec. 43(1), ap- 
plicable to taxation years commencing after October 28, 1980. That 
portion formerly read: 


(m) interest received by a corporation resident in Canada (in 
this paragraph referred to as the “parent corporation”) on a 
bond, debenture, bill, note, mortgage, hypothec or similar ob- 
ligation received by it as Consideration for the disposition by 
it, before June 18, 1971, of 

(n) Governor General — income from the of- 
fice of Governor General of Canada; 


(o) RESP refunds —a refund of payments 
(within the meaning assigned by subsection 
146.1(1)); 
Pre-RSC History: Para. 81(1)(o0) added by 1974-75-76, c. 26, 
subsec. 44(3), applicable to 1972 et seq. 
(p) educational assistance payments — an 
educational assistance payment (within the mean- 
ing assigned by subsection 146.1(1)) received by 
a beneficiary under an. education savings plan 
(within the meaning assigned by subsection 
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146.1(1)) that is not registered or the registration 
of which has been revoked pursuant to section 
146.1; 


Related Provisions: pet 146.1(7) — Payments from RESP 
taxable. 


Pre-RSC History: Para. 81(1)(p) added by 1974-75-76, c. 26, 
subsec. 44(3), applicable to 1972 et seq. 


(q) provincial indemnities — an amount paid 
to an individual as an indemnity under a pre- 
scribed provision of the law of a province; or 


Pre-RSC History: Para. 81(1)(q) added by 1979, c. 5, s. 26, 
applicable with respect to amounts received after 1977. 


Regulations: 6501 (prescribed provisions — criminal injuries 
compensation and motor vehicle accident claims). 


(r) foreign retirement arrangements — an 
amount that is credited or added to a deposit or 
account governed by a foreign retirement ar- 
rangement as interest or other income in respect 
of the deposit or account, where the amount 
would, but for this paragraph, be included in the 
taxpayer’s income solely because of that credit- 
ing or adding. 

Related Provisions: 56(1)(a)(i)(C.1) — Inclusion in income of 


payment from foreign retirement arrangement; 146(20) — Where 
amount credited or added deemed not received. 


History: Para. 81(1)(r) added by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 61(4), applicable to 1990 et seq. 


(s) [Repealed under former Act] 


Pre-RSC History [paras. 81(1)(r), (S)]: Former para. 81(1)(@), 
para. (s) repealed by 1986, c. 2, subsec. 20(1), applicable to 1986 et 
seq. Paras. 81(1)(r), (s) formerly read: 


(r) [amount under Petroleum and Gas Revenue Act|— 
an amount determined under section 83.1 of the Petroleum 
and Gas Revenue Tax Act for the year roe le without ref- 
erence to paragraph (1)(c) thereof; or 


(s) [incremental resource royalty] — the amount, if any, by 
which the amount of an incremental resource royalty received 
by the taxpayer in the year exceeds the aggregate of all incre- 
mental payouts by him in respect of the royalty. 


Paras. 81(1)(r), (s) added by 1980-81-82-83, c. 104, subsec. 31(1), 
applicable to 1982 et seq. 


(1.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 81(1.1) repealed by 1986, c. 2, subsec. 

20(2), applicable to 1986 et seg. Subsec. 81(1.1) formerly read: 
(1.1) Interpretation — In paragraph (1)(s), “incremental pay- 
out” and “incremental resource royalty” have the same mean- 
ings. asin the Petroleum and Gas Revenue Tax.Act. 


Subsec. 81(1.1) added by 1980-81-82-83, c. 104, subsec. 31(2), ap- 
plicable to 1982 ef seq. 


(2) M.L.A.’s expense allowance — Where an 
elected member of a provincial legislative assembly 
has, under an Act of the provincial legislature, been 
paid an allowance in a taxation year for expenses in- 
cident to the discharge of the member’s duties in that 
capacity, the allowance shall not be included in com- 
puting the member’s income for the year unless it 
exceeds '/ of the maximum fixed amount provided 
by law as payable to the member by way of salary, 
indemnity and other remuneration as a member in re- 
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spect of attendance at a session of the legislature, in 
which event there shall be included in computing the 
member’s income for the year only the amount by 
which the allowance exceeds 2 of that maximum 
fixed amount. hie 

Related Provisions: 6(1)(b) — Personal or living expenses. 


interpretation Bulletins: IT-266; Taxation of members of pro- 
vincial legislative assemblies, 


(3) Municipal officers’ expense allowance — 
Where a person who is ote 


(a) an elected officer of an incorporated 
municipality, 

(b) an officer of a municipal utilities board, com- 
mission or corporation or any other similar body, 
the incumbent of whose office as such an officer 
is elected by popular vote, or 


(c) a member of a public or separate school board 
or similar body governing a school district, 


has been paid by the municipal corporation or the 
body of which the person was such an officer or 
member (in this subsection referred to as the per- 
son’s “employer’’) an amount as an allowance in a 
taxation year for expenses incident to the discharge 
of the person’s duties as such an officer or member, 
the allowance shall not be included in computing the 
person’s income for the year.unless it exceeds 2 of 
the amount that was paid, to the.person in the year by 
the person’s employer as salary or. other remunera- 
tion as such an officer or member, in which event 
there shall be included in computing the person’s in- 
come for the year only the amount by which the al- 
lowance exceeds '/2 of the amount so paid to the per- 
son by way of salary or remuneration’ 
Related Provisions: 6(1) — Amounts included as income from 
office or employment: 
Pre-RSC History: Subsec. 81(3) substituted by 1974-75-76, c. 26, 
subsec. 44(4), applicable to 1974 et seg. Subsec. 81(3) formerly 
read: : 
(3) Where ie 

(a) an elected officer of an incorporated municipality, or 

(b) an’ officer of ‘a School board or school district, a mu- 

nicipal utilities board, commission or corporation-or any 


other similar ‘body, the incumbent of whose office as 
such an officer is elected by popular vote, 


has been paid by the municipal, corporation or the body of 
which he was such an officer (in this subsection referred to.as 
his “employer”) an amount as an allowance in a taxation year 
for expenses incident to the discharge of his duties as such an’ ~ 
officer, the allowance shall not be included in computing his‘! 
income for the year unless it exceeds / of the amount that 
was paid to him in the year by his employer as salary or other 
remuneration as such an officer, in which event there shall be 
included in computing his income for the year-only the 
amount by which the allowance exceeds 1/2 of the amount so 
paid to him by way of salary or remuneration. 


Interpretation Bulletins: IT-292; Taxation of elected officers of 
incorporated municipalities, school boards, etc. | 


(3.1) Travel expenses — An amount received by | 


an individual in'respect of the individual’s. part-time 


S.81 


employment by an employer with whom the individ- 
ual was dealing at arm’s length as an allowance for, 
or reimbursement of, travel expenses incurred during 


| a period throughout which the individual had other 


employment or was carrying on a business shall not 
be included in computing the individual’s income to 
the extent that it is paid by the employer and does 
not exceed a reasonable amount ‘on account of travel 


| expenses (other than expenses incurred in the per- 


formance of the duties of the individual’s part-time 
employment) incurred by the individual in respect of 
that part-time employment, if the duties of the part- 
time employment are performed at a location not less 
than 80 kilometres from both the individual’s ordi- 
nary place of residence and principal place of em- 
ployment or business.’ Nee 

Pre-RSC History: Subsec. 81(3.1) substituted by 1980-81-82-83, 
c..140 subsec. 46(4); applicable with respect to travelling expenses 
incurred after 1981;/to; substitute “80 kilometres” for “50 miles”. 


Subsec. 81(3.1) added by 1980-81-82-83, ¢,’48, subsec. 43(2), ap- 
plicable in respect of:amounts received: after 1979. 


Interpretation Bulletins: IT-522R: Vehicle, travel and’ sales ex- 
penses of employees. 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 81(4) repealed by 1980-81-82-83, c. 
48, subsec. 43(3), applicable after December 11, 1979. Subsec. 
81(4) formerly read: ee 
_ (4) Property subsequently substituted — For the purposes 
_ of paragraphs (1)(g.1), (g.2) and (g.3), where a person who 
did own or hold property has disposed of it and acquired 
‘other property in substitution therefor and subsequently, by 
one or more further transactions, has effected ‘one or more 
further substitutions, the property. acquired by any such trans- 
_-action shall be deemed to have been substituted for the prop- 
erty originally owned or held. . 


Subsec. 81(4) added by 1973-74, c.14, subsec. 23(3), applicable to 
1972 et seq. 


(5) Election — Where a taxpayer or a person de- 
scribed in paragraph (1)(g.1) has acquired capital 
property under the circumstances described in: that 
paragraph, the taxpayer or the person may, in the re- 
turn of income of the taxpayer for the taxation year 
in which the taxpayer attains the age of 21 years, 
elect to treat any such capital property held by the 
taxpayer or person as.having been disposed of on the 
day immediately preceding the day on which the tax- 
payer attained the age of 21 years for proceeds of 
disposition equal to the fair market’ value of the 
property on that day and the person or taxpayer mak- 
ing the election shall be deemed to have reacquired 
that property immediately thereafter at a cost equal 
to those proceeds. 

Pre-RSC History: Subsec. 81(5) added by 1976-77, c. 4, s. 31, 
applicable to 1972 et seq: 
Definitions [s. 81]: | “Met? == Interpretation Act 35(1); 
“amount” — 248(1);- ‘“‘arm’s length” — 251(1); “business” — 
248(1); “Canada” — 255; “capital property” — 54, 248(1); “corpo- 
ration” — 248(1), Interpretation Act 35(1); “employees profit shar- 
ing. plan” — 144(1), :248(1); “employer” — 81(3)(c), 248(1): “for- 
eign. retirement arrangement”, “individual”, “international 
traffic” — 248(1); “legislative assembly” — Interpretation Act 
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35(1); “non-resident”, “office”, “person”, “prescribed”, “prop- 
erty” — 248(1); “province” — Interpretation Act 35(1); “regula- 
tion” — 248(1); “related” — 251(2); “resident.in Canada’ — 250; 
“Share” — 248(1); “taxable capital gain” — 38(a), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


Subdivision h — Corporations — 
Resident in Canada and Their 
Shareholders 


82. (1) Taxable dividends received — In com- 
puting the income of a taxpayer Lu a taxation year, 
there shall be included 


(a) the total of 


(i) all amounts each of which is:a taxable divi- 
dend received by the taxpayer in the year as 
part of a dividend rental arrangement of the 
taxpayer from a corporation resident in Can- 
ada or a taxable dividend received by the tax- 
payer in the year from a corporation resident 
in Canada that is not a taxable Canadian cor- 
poration, and 
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. plus 


(ii) the amount, if any, by which 
(A) the total of all amounts received by the 
taxpayer in the year from corporations res- 
ident in Canada as, on account or in lieu of 
payment of, or in satisfaction of, taxable 
dividends, other than an amount included 
_in computing the income of. the taxpayer 
by reason of subparagraph (1), .. 


exceeds 


(B) where the taxpayer is an individual, the 
total of all amounts paid by the taxpayer in 

the year that are deemed by subsection 

260(5) to have been received by another 
_ person as Sosetsghl saci: 


plus 


(b) where the taxpayer is an sndieidiel, other than 
a trust that is a registered charity, '/4 of. the 
amount determined under subparagraph CMa) an in 
respect of the taxpayer for the year. 


Related Provisions: 12(1)(j) — Inclusion into income from bali 
ness or property; 52(3) — Cost of stock dividend; 82(1.1) — Appli- 
cation of 82(1)(a)(i); 82(2) — Dividends included in income by at- 
tribution rules; 82(3) — Dividends received by spouse; 90 — 
Dividends received from non-resident corporation; 104(19) — Tax- 
able dividend received by trust;,112(3)(b)(i) — Reduction in loss on 
subsequent disposition of share by. corporate shareholder; 
112(4)-(4.3) — Loss on share held as inventory; 121 — Dividend 
tax credit; 127.52(1)(f) — Exclusion of gross-up for minimum tax 
purposes; 137(4.2) — Credit unions — deemed interest deemed not 
to be a dividend; Canada—U.S. tax treaty, Art. Pores Taxation of 
dividends. 


Pre-RSC History: Subsec. 82(1) Te by. 1990, c..39, s. 18, 
applicable to 1989 et seq. except that no amount shall be included in 
the aggregate determined under cl. 82(1)(a)(ii)(B) in respect of an 
amount paid before June 1989. (See also. subsec. 82(1.1).) Subsec. 
82(1) formerly read: 


82. (1) Taxable dividends received — In computing the in- 
come of a taxpayer for a taxation year, there shall be included 


(a) all amounts received by him in the year from corpora- 
tions resident in Canada as, on account or in lieu of pay- 
ment of, or in satisfaction of, taxable dividends, 


(6) where the taxpayer is an individual, other thin a trust 


Subdiv.h— Corporations Resident in Canada 


that is a registered charity, 4 of the aggregate of all 
amounts described in paragraph (a), received by him in 
the year from taxable Canadian corporations. 


Para. 82(1)(b) amended by 1988, c. 55, subsec. 54(1); to substitute | 


“i” for “3”, applicable with respect to taxable dividends received 
in taxation years ending after 1987. 

All that portion of subsec, 82(1) following para. (a) amended _ by 
1986, c. 55, s. 22, to substitute “"/;” for “'”, applicable to taxable 
dividends received after 1986. 


Para. 82(1)(b) substituted by 1977-78, c: 1, s:36, applicable in re- 
spect of taxable dividends received:after 1977, to substitute “'/” for 
Ap, ” 

Para. ‘g2(1\0b) substituted by 1976- T7,-c. 4, 'sisZilets ‘applicable to 
1977 et seg. Para. 82(1)(b) formerly read: 


(b) where the taxpayer is an individual, other than a trust re- 
ferred to in paragraph 149(1)(h), 3 of the aggregate of all 
amounts described in paragraph (a) received by him in the 
year from taxable Canadian corporations. 
Para. 82(1)(b) substituted by 1974-75-76, c. 26, s. 45, applicable to 
1972 et seq. 


Regulations: 201(1)(b) (information return). 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-432R2: Benefits conferred on 
shareholders; IT-524: Trusts — flow- -through of taxable dividends 
toa beneficiary — after 1987. 


Forms: T5. Segment; TS Summary: Return of investment income; 
T5 Supplementary: Statement of investment income. 


(1.1) Limitations as to.subpara. (1)(a)(i) — An 
amount shall be included in the amounts described in 
subparagraph (1)(a)(i) in respect of a taxable divi- 
dend received at any time as part of a dividend rental 
arrangement only where that dividend was received 
on a share acquired before that time seein after April, 
1989. 


Origin of subsec. 82(1.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the application rule for subsec. 82(1) in 1990, c. 
39, subsec>:18(2)). 


(2) Certain dividends [deemed] received by 
taxpayer — Where by reason of subsection 56(4) 


or (4.1) or sections 74.1 to 75 of this Act or section | 


74 of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, there is included in com- 
puting a taxpayer’s income for-a taxation year a divi- 
dend received by another person, for the purposes of 
this Act, the dividend shall be deemed to have been 
received by the taxpayer. 

Pre-RSC History: Subsec. 82(2) substituted by 1988, c, 55, sub- 


sec. 54(2), applicable to dividends received after June 18, 1987. 
Subsec, 82(2) formerly read: 


(2) Certain dividends deemed received by taxpayer — 
Where, by virtue of subsection 56(4) or sections 74 to 75, 
there is included in computing a taxpayer’s income for a taxa- 
tion year a dividend received by some other person, for the 
purposes of this section and sections 112 and 121, the divi- 
dend shall be deemed ‘to have been received by the taxpayer. 


Subsec. 82(2) amended by 1986, c. 6, s. 41, applicable after May 
21, 1985, to substitute ‘sections 74 to 75” for “‘section 74 or 75”. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada; 1952”). Fe 


Interpretation Bulletins: IT-440R2: Transfer of rights to income. 


S. 83(1)(b) 


(3) Dividends received by spouse — Where the 
amount that would, but for this subsection, be de- 
ductible under subsection 118(1) by reason of para- 
graph 118(1)(a) in computing a taxpayer’s tax paya- 
ble under this Part for a taxation year is less than the 
amount that would be so deductible if no amount 
were required by subsection (1) to be included: in 
computing the income for the year of the taxpayer’s 
spouse and the taxpayer so elects in the taxpayer’s 
return of income. for the year under this. Part, all 
amounts described in paragraph (1)(a) received in 
the year from taxable Canadian corporations by. the 
taxpayer’s spouse shall be deemed to have been so 
received by the taxpayer and not by the spouse. 
Related Provisions; 220(3.2) —.Late filing of election jor revo- 
cation; 252(4) — Extended meaning of “spouse”; Reg. 600(b) — 
Late filing of election or revocation. 


Pre-RSC History: Subsec. 82(3) substituted by, 1988,.c. 55, sub- 

sec. 54(3), applicable to 1988 et-seg. Subsec. 82(3) formerly read: 
(3) Dividends received by spouse — Where the amount 
that would, but for this subsection, be deductible under para- 
graph 109(1)(a) from a taxpayer’s income for'a taxation year 
is less than the amount that would;be deductible under that 
paragraph from his income for the year if no.amount were 
required by subsection (1) to be included in computing his 
spouse’s income for the year and the taxpayer so elects in his 
return of income for the year under this Part, all amounts de- 
scribed in paragraph (1)(a) received.in the year from taxable 
Canadian corporations by the taxpayer’s spouse shall be 
deemed to have been so received by the taxpayer and not by 
his spouse. 


Selected Cases [subsec. 82(3)]: Gillis v. The Queen, [1977] 
C.T.C. 343 (FCTD) (All of spouse’s income to be Included if any is 
included). 


Interpretation Bulletins [subsec. 82(3)]: IT-295R4: Taxable 
dividends received after 1987 by a spouse. 

Definitions [s. 82]: “amount” — 248(1); “Canada” — 255; ‘“Ca- 
nadian corporation” — 89(1), 248(1); “corporation” — 248(1), In- 
terpretation Act 35(1); “dividend”, “dividend rental arrangement”, 
“andividual”,. “person” — 248(1); “received”? — 248(7); “registered 
charity” — 248(1); “resident in Canada” — 250; “series of transac- 
tions” — 248(10); “spouse” — 252(4)(a); “tax. payable” — 248(2); 
“taxable Canadian Corporations, “taxable dividend” — 89(1), 
248(1); “taxation year” — 249; “taxpayer” — — 248(1); “trust” — 
104(1), 248(1), (3). 


83. (1) Qualifying dividends — Where a qualify- 
ing dividend has been paid by a public corporation to 
shareholders of a series of tax-deferred. preferred 
shares of.a class of the capital stock of the corpora- 
tion that were outstanding.on March 31,.1977, the 
following rules apply: 
(a) no part of the qualifying dividend shall be in- 
cluded in computing the income of any share- 
holder of the corporation by virtue of this subdi- 
vision; and 
(b) in computing the adjusted cost base to any 
shareholder of the corporation of any tax-deferred 
preferred share of the corporation owned by the 
shareholder, there shall be deducted in respect of 
the qualifying dividend an amount as provided by 
subparagraph 53(2)(a)(i). 
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Related Provisions: 83(3)— Late filed elections; 83(6) — exceeds 
“Qualifying dividend” defined; 89(3)-— Simultaneous. dividends; 


184 — Tax on excessive elections. 

Pre-RSC History: Subsec. 83(1) substituted by 1977-78, c. 1, 
subsec. 37(1), applicable in respect of dividends payable after 1978, 
except that with respect to dividends that became payable after 
March 31, 1977 and before 1979 subsec. 83(1) shall be read ‘as 
follows: 


(iv) the aggregate of all amounts each of which is the 
portion of a dividend in respect of the particular class 
of shares deemed to be payable out of the corpora- 
tion’s 1971 capital surplus on hand after March 31, 
1977 and before the particular time that was received 
by a person who was a non-resident or a non-resi-_ 
dent-owned investment corporation and who, either 


83. (1) Dividend out of tax-paid undistributed surplus or 
1971 capital surplus — Where at any particular time after 
1971 and before 1979, a particular dividend becomes payable 
by a Canadian corporation to shareholders of a particular 
class of shares of its capital-stock, if the corporation so elects 
in. respect of the full amount of the dividend, in prescribed 
manner. and prescribed form and at or before the particular 
time or the first day on which any part of the dividend was 
paid if that day is earlier than the particular time, the follow- 
ing rules apply: 
(a) the dividend shall be deemed to be payable out of the 
corporation’s tax-paid undistributed surplus on hand to 
the extent of such amount as the corporation may claim 
not exceeding the lesser of the amount of the dividend 
and the corporation’s tax-paid undistributed surplus on 
hand immediately before the particular time; 


(b) the dividend shall be deemed to be payable out of the 
corporation’s 1971 capital surplus on hand to the extent 
of the lesser of 


(i) the amount, if any, by which the dividend exceeds 
the portion of the dividend deemed by paragraph (a) 
to be payable out of the corporation’s tax-paid undis- 
tributed surplus on hand, and © 


(ii) the corporation’s 1971 capital surplus on hand 
immediately before the particular time; 


(c) no part of the dividend shall be included in computing 
the income of any shareholder of the corporation by vir- 
tue of this subdivision, except to the extent that the divi- 
dend was received by a non-resident-owned investment 
corporation and was deemed by paragraph (c.1) to be a 
taxable dividend; 


(c.1) where the corporation is a corporation other than a 
non-resident-owned investment corporation and, immedi- 
ately before the particular time, it had 1971 undistributed 
income on hand or had, after March 31, 1977 and before 
the particular time, received a dividend from another cor- 
poration related to it that 


(i) was payable out of the other corporation’s 1971 
capital surplus on hand, and 


(11) would, had the corporation not been resident in 

Canada, have been deemed to be a taxable dividend 

by virtue of this_paragraph, 
such portion of the particular dividend deemed to be pay- 
able out of the corporation’s 1971 capital surplus on hand 
aS Was received by a person who was a non-resident or a 
non-resident-owned investment corporation and who, ei- 
ther alone or together with other non-residents or non- 
resident-owned investment corporations related to him, 


alone or together with other non-residents or non-res- 
ident-owned investment corporations related to him, 
controlled directly or indirectly the corporation at the 
time the dividend was paid 


be deemed to be a taxable dividend for the purposes of 
subparagraph 53(2)(a)(i), section 133 and subsection 
212(2) but not for the purposes of subparagraph 
89(1)(1)(xviii); and 


(d) in computing the adjusted cost base to any share- 
holder of the corporation of any share of the particular 
class of the capital stock of the corporation owned by 
him, there shall be deducted in respect of the dividend an 
amount as provided by subparagraph 53(2)(a)(i). 


Subsec. 83(1) formerly read: 


83. (1) Dividend out of tax-paid undistributed surplus or 

1971 capital surplus — Where at any particular time after 

1971 a dividend becomes payable by a Canadian corporation 

to shareholders of any class of shares of its capital stock, if 

the corporation so elects in respect of the full amount of the 

dividend, in prescribed manner and prescribed form and at or 
before the particular time or the first day on which any part of 

the dividend was paid if that day is earlier than the particular 

time, the following rules apply: 


(a) the dividend shall be deemed to be payable out of the 
corporation’s tax-paid undistributed surplus on hand to 
the extent of the lesser of the amount of the dividend and 
the corporation’s tax-paid undistributed surplus on hand 
immediately before the particular time; 


(b) the dividend shall be deemed to be payable out of the 
corporation’s 1971 capital surplus on hand to the extent 
of the lesser of 


(i) the amount, if any, by which the dividend exceeds 
the aggregate of the corporation’s 1971 undistributed 
income on hand immediately before the particular 
time and the portion of the dividend deemed by para- 
graph (a) to be payable out of the corporation’s tax- 
paid undistributed surplus on hand, and 


(ii) the corporation’s 1971 capital surplus on-hand 
immediately before the particular time; 


(c) no part of the dividend shall be included in computing 
the income of any shareholder of the corporation by vir- 
tue of this subdivision; and 


(d) in computing the adjusted cost base to any share- 
holder of the corporation of any share of the capital stock 
of the corporation owned by him, there shall be deducted 
in respect of the dividend an amount as provided by sub- 
paragraph 53(2)(a)(i). 


All that portion of subsec. 83(1) preceding para. (c) substituted by 
1973-74, c. 14, subsec. 24(1), applicable with respect to any divi- 
dend that became payable after 1971. 


Regulations: 2107 (tax-deferred preferred series). 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-465R: Non-resident beneficiaries 
of trusts. 


controls directly or indirectly the corporation, shall, to 

the extent that such portion exceeds the amount, if any, 

by which 
(iii) the amount, if any, by which the corporation’s 
paid-up capital in respect of the particular class of 
shares of its capital stock as determined on March 
31, 1977 exceeds the amount determined on that date 
in respect of that class of that class of shares under 
clause 89(1)(c)(@i)(A) of this Act as it read on that 
date 


(2) Capital dividend — Where at any particular 
time after 1971 a dividend becomes payable by a pri- 
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vate corporation to shareholders of any class of 
shares of its capital stock and the corporation so 
elects in respect of the full. amount of the dividend, 
in prescribed manner and prescribed form and at or 
before the particular time or the first day on which 
any part of the dividend was ‘paid if that day:is ear- 
lier than the particular ioe the following rules. ap- 
ply: 
(a) the hinadend shall be deemed to be a *8épital 
dividend to the extent of the corporation’s capital 
dividend account immediately before the particu- 
lar time; and 


(b) no part of the dividend shall be included in 
computing the income of any shareholder of the 
corporation. 


Related Provisions: 80.03(4)(b)(i)(B), 80.03(4)(b)Gi)(B) — 
Deemed capital gain based on capital dividends following debt for- 
giveness; 83(2.1) — Capital dividend on certain shares disallowed; 
83(3) — Late filed elections; 87(2)(z.1) — Amalgamations:— capi- 
tal dividend account; 88(2)(b) — Winding-up of a Canadian corpo- 
ration; 89(1) — Capital dividend account; 89(1)“taxable divi- 
dend”(a) — Taxable dividend excludes capital dividend; 89(3) — 
Simultaneous dividends; 104(20) — Flow-through. of capital: divi- 
dend through trust; 108(3)(a) — “Income”. of a trust;..112(3)(a), 
112(3)(b)Gi) — Reduction in loss. on disposition of share on which 
capital dividend paid; 112(3. 1)(a), 112(3.1)(b)Gi) — Reduction in 
~ loss of partner on disposition of share by partnership; 112(3.2)(b) — 
Reduction in’ loss on _ disposition of share’ by — trust; 
112(5.2)B(b)Giv) — Adjustment for dividends received on mark-to- 
market property; 133(1)(e) — NRO. investment corporations; 184, 
185 — Tax on excessive elections; 212(1)(c)Gi) — Tax on pay- 
ments to non-residents — estate or trust income derived from capi- 
tal dividend; 212(2)(b) — Tax on capital dividend paid to non-resi- 
dent; 220(3.2) — Late filing of ‘election or revocation; 
248(1)*capital dividend” — Definition applies to:entire Act; Reg. 
600(b) — Late filing of election or revocation, 
Pre-RSC History: Para. 83(2)(a) substituted by, 1977-78,. c. 1, 
subsec. 37(2), applicable with respect to dividends that became pay- 
able after March 31, 1977. Para. 83(2)(a) formerly read: 
(a) the dividend shall be deemed to be a capital dividend to 
the extent of the lesser of the portion thereof in excess of the 
corporation’s 1971 undistributed income on hand immedi- 
ately before the particular time and the corporation’s capital 
dividend account immediately before the particular time; and 
Para. 83(2)(a) substituted by 1973-74, c. 14, subsec. 24(2), applica- 
ble to any dividend that became payable after 1971. 


Regulations: 2101.(prescribed manner, prescribed form). 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-67R3: 
Taxable dividends from corporations resident in Canada; IT-146R4: 
Shares entitling shareholders to choose taxable ‘or capital dividends; 
IT-149R4: Winding-up. dividend. 


Information Circulars: 92-1: 
amended or revoked elections. 


Advance Tax Rulings: ATR-54: Reduction of. paid-up: capital;. 
Forms: T2054: Election in respect of a capital dividend. 


Guidelines for accepting late, 


(2.1) Idem — Notwithstanding subsection (2), 
where a dividend that, but for this subsection, would 
be a capital dividend is paid on a share of the capital 
stock of a corporation and the share (or another share 
for which the share was substituted) was acquired by 
its holder in a transaction or as part of a series of 
transactions one of the main purposes of which was 


S.. 83(2.2)(a) 


to receive the dividend, 


(a) the dividend shall, for the purposes of this Act 
(other than for the purposes of Part III and com- 
puting the capital dividend account of the corpo- 
ration), be deemed to be received by ‘the share- 
holder: and paid by the corporation as a’ taxable 
dividend and. not as a capital dividend; and 
(b) paragraph (2)(b) does not apply in'respect of 
‘the dividend. 
Related Provisions: 83(2.2)-(2.4) — Exceptions; 87(2)(z.1) — 
Amalgamations — capital dividend account; ° 112(3)(a)(i), 
112(3)(b)(ii), °112(3.1)(a),’ 112(3.1)(b) (i); 112(8.2)(b) — Taxable 


_ dividend under 83(2.1) excluded: from stop-loss rule on disposition 


of share, 248(1)“‘life insurance capital dividend” — Definition, ap- 
plies to entire Act248(10) — Series of transactions, 


Interpretation Bulletins: IT-66R6: Capital dividends. 
Advance Tax Rulings: ATR-54: Reduction of paid-up capital;. 


Pre-RSC History [former subsec. 83(2.1)]: Former. subsec. 
83(2.1) repealed by 1986, c. 6, subsec. 42(1), applicable with re- 
spect to dividends paid after May 23, 1985. Subsec. 83(2.1) for- 
merly read: 


(2.1) Idem — Where at any particular time after June 28, 
1982 a dividend becomes payable by a private corporation to 
shareholders of any class of shares’of its capital stock and the 
corporation elects, in prescribed form and manner, before the 
later of 


(a) June 30, 1983, and . 


(b) the particular time or the first day on which any part 
of the. dividend was paid if that day is earlier than. the 
particular time : 
in respect of the full amount of the dividend, the sigs: 
rules apply: 
(c) the dividend shall be deemed to be a life insurance 
capital dividend to the extent of the corporation’s life in- 
~ surance capital dividend ‘account immediately before the 
particular time; and 


(d) no part of the dividend shall be included in computing 
the income of any shareholder of the corporation. 


Subsec. 83(2.1) added by 1980-8 1-82-83, c. 140; subsec, 47(1), ap- 
plicable with respect to dividends paid after June 28, 1982. 


(2.2) Where subsec. (2.1) does not apply — 
Subsection (2.1) does not apply in respect of a par- 
ticular dividend, in respect of which an election is 
made under subsection (2), paid on a share of the 
capital stock of a particular corporation to an indi- 
vidual where it is-reasonable to consider that all or 
substantially all of the capital dividend account. of 
the particular corporation immediately before. the 
particular dividend became payable consisted of 
amounts other than any amount | 


(a) added to that capital dividend account under 
paragraph (b) of the definition “capital dividend 
account” in subsection 89(1) in respect of a divi- 
dend received on a share of the capital stock ‘of 
another corporation, ‘which share (or another 
share for which the share was: substituted) was 
acquired by the particular corporation in a trans- 
action or as part of a series of transactions one of 
the main purposes of which was: that the particu- 
lar corporation receive the dividend, but not in re- 
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spect of a dividend where it is reasonable to con- 
sider that the purpose of paying the dividend was 
to distribute an amount that was received by the 
other corporation and included in computing the 
other corporation’s capital dividend account by 
reason of paragraph (d) of that definition; 


(b) added to that capital dividend account under 
paragraph 87(2)(z.1) as a result.of an amalgama- 
tion or winding-up or a series of transactions in- 
cluding the amalgamation or winding-up that 
would not have been so added had the amalgama- 
tion or winding-up occurred or the series of trans- 
actions been commenced after 4:00 p.m. Eastern 
Daylight Saving Time, September 25, 1987; 


(c) added to that capital dividend account at a 
time when the particular corporation was con- 
trolled, directly or indirectly, in any manner 
whatever, by one or more non-resident persons; 
or 


(d) in respect of a capital gain from a disposition 
of a property by the particular corporation or an- 
other corporation that may reasonably be consid- 
ered as having accrued while the property (or an- 
other property for which it was substituted) was a 
property of a corporation that was controlled, di- 
rectly or indirectly, in any manner whatever, by 
one or more non-resident persons. 

Related Provisions: 248(5) — Substituted property; 248(10) — 


Series of transactions; 256(5.1) — Controlled directly or indi- 
rectly — control in fact. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(2.3) Idem — Subsection (2.1) does not apply in re- 
spect of a dividend, in respect of which an election is 
made under subsection (2), paid on a share of the 
capital stock of a corporation where it is reasonable 
to consider that the purpose of paying the dividend 
was to distribute an amount that was received by the 
corporation..and included in computing its capital 
dividend account by reason of paragraph (d) of the 
definition “capital dividend account” in subsection 
89(1). 
Interpretation Bulletins: IT-66R6: Capital dividends. 


(2.4) idem — Subsection (2.1) does not apply in re- 
spect of a particular dividend, in respect of which an 
election is made under subsection (2), paid on a 
share of the capital stock of a particular corporation 
to a corporation (in this subsection referred to as the 
“related corporation”) related (otherwise than by rea- 
son of a right referred to in paragraph 251(5)(b)) to 
the particular corporation where it is reasonable to 
consider that all or substantially all of the capital 
dividend account of the particular corporation imme- 
diately before the particular dividend became paya- 
ble consisted of amounts other than any amount 


(a) added to that capital dividend account under 
paragraph (b) of the definition “capital dividend 
account” in subsection 89(1) in respect of a divi- 
dend received on a share of the capital stock of 
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another corporation if it is reasonable to consider 
that any portion of the capital dividend account of 
that other corporation immediately before’ that 
dividend became payable consisted of amounts 
added to that account under paragraph 87(2)(z.1) 
or paragraph (b) of that definition as‘a result of a 
transaction or a series of transactions that would 
not have been so added had the transaction oc- 
curred or the series of transactions been com- 
menced after 4:00 p.m. Eastern Daylight Saving 
Time, September 25, 1987; 


(b) that represented the capital dividend account 
of a corporation before it became related to the 
related corporation; 


(c) added to the capital dividend account of the 
particular corporation at a time when that corpo- 
ration was controlled, directly or indirectly, in 
any manner whatever, by one or more non-resi- 
dent persons; 
(d) in respect of a capital gain from a disposition 
of a property by the particular corporation or an- 
other corporation that may reasonably be consid- 
ered as having accrued while the property (or an- 
other property for which it was substituted) was a 
property of a corporation that was controlled, di- 
rectly or indirectly, in any manner whatever, by 
one or more non-resident persons; or 
(e) in respect of a capital gain from a disposition 
of a property (or another property for which it 
was substituted) that may reasonably be consid- 
ered as having accrued while the property or the 
other property was a property of a person that 
was not related to the related corporation. 
Related Provisions: 248(5) — Substituted property; 248(10) — 


Series of transactions; 256(5.1) — Controlled directly or indi- 
rectly — control in fact. 


Pre-RSC History: Subsecs. 83(2.1) to (2.4) added by 1988, c. 55, 
s. 55, applicable with respect to dividends paid after 4 p.m. EDST, 
September 25, 1987. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(3) Late filed elections — Where at any particular 
time after 1974 a dividend has become payable by a 
corporation to shareholders of any class of shares of 
its capital stock, and subsection (1) or (2) wouid 
have applied to the dividend except that the election 
referred to therein was not made on or before the: day 
on or before which the election was required by that 
subsection to be made, the election shall be deemed 


| to have been made at the particular time or on the 


first day on which any part of the dividend was paigh 


whichever is the earlier, if 


(a) the election is made in prescribed manner and 
prescribed form; 


(b) an estimate of the penalty in respect of that 
election is paid by the corporation when that elec- 
. tion is made; and 


(c) the directors or other person or persons legally 
entitled to administer the affairs of the corpora- 
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tion have, before the time the election is, made, 
authorized the election to’ be made. 
Related Provisions: 83(3.1) — Request for late filed election; 
83(4) — Penalty for late filed election; 83(5) — Unpaid balance of 
penalty. | . 
Pre-RSC History: All that portion of subsec. 83(3), preceding 
para. (a) amended by 1986, c. 6, subsec. 42(2),. applicable with re- 
spect to dividends paid after May 23, 1985, to substitute “subsection 
(1) or (2)” for “subsection (1), (2) or (2.1)”. 


All that portion of subsec. 83(3) preceding para. (a) substituted by 
1980-81-82-83, c. 140, subsec. 47(2), applicable after June 28, 
1982, to add reference to “‘subsec. (2.1)”. 


Subsec. 83(3) substituted by 1976-77, c. 4, .s. 32, applicable in re- 
spect of dividends that became payable after December 31, 1974. 
Subsec. 83(3) added by 1974-75-76, c. 26, s. 46, applicable in’ re- 
spect of dividends that became payable after 1974. 


Regulations: 2101(e) (prescribed manner, prescribed form), 
Forms: T2054: Election in respect of a capital dividend. 


(3.1) Request for election — The Minister may 
at any time, by written request served personally or 
by registered mail, request that an election referred 
to in subsection (3). be made by a taxpayer, and 
where the taxpayer on whom such a request is served 
does not comply therewith within 90 days of service 
thereof on the taxpayer, subsection (3) does not ap- 
ply to such an election made by the taxpayer. 
Related: Provisions: 244(5), (6) — Proof of service; 248(7) — 
Mail deemed received on day mailed. 

Pre-RSC History: Subsec. 83(3.1) added by 1976-77, c. 4, s..32, 


applicable in respect of dividends that became payable after Decem- 
ber 31,. 1974. 


(4) Penalty for late filed election — For the pur- 
poses of this section, the penalty in respect of an 
election referred to in paragraph (3)(a) is an amount 
equal to the lesser of 


(a) 1% per annum of the amount of the dividend 
referred to in the election for each month or part 
of a month during the period commencing with 
the time that the dividend became payable, or the 
first day on which any part of the dividend was 


paid if that day is earlier, and ending with the day © 


on which that election. was made, and 
(b) the product obtained when $500 is multiplied 


by the proportion that the number of months or | 


parts of months during the period referred to in 
paragraph (a) bears to 12. 


Related Provisions: 83(5) — Unpaid balance of penalty. 


Pre-RSC History: Paras. 83(4)(a), (b) substituted by 1976-77, c. 
4, s. 32, applicable in respect of dividends that became payable after 
December 31, 1974. 


Subsec. 83(4) added by 1974-75-76, c. 26, s. 46, applicable in re- 
spect of dividends that became payable after 1974. 


(5) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election 
referred to in paragraph (3)(a), assess the penalty 
payable and send a notice of assessment to the cor- 
poration and the corporation shall pay, forthwith to 
the Receiver General, the amount, if any, by which 
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the penalty so assessed exceeds the total:of all 
amounts previously paid on account of that penalty. 
Pre-RSC History: Subsec. 83(5) added by 1974-75-76, c. 26, s. 


46, applicable in respect of. dividends that become payable after 
1974. 


(6) Definition of “qualifying dividend” — For 
the purposes of subsection (1), “qualifying dividend” 
means a dividend on shares of a series of a class of 
the capital stock of a public corporation that is pre- 
scribed to be a tax-deferred preferred series that be- 
came payable by the corporation after 1978 and not 
later than 1 


(a) where the terms as at March 31, 1977 of the 
shares of that series entitled the holder of any 
such share to exchange it after a particular date 
for a share or shares of another series or class of 
preferred shares of the capital stock of the corpo- 
ration, that particular date, 


_(b) where the terms as at March 31, 1977 of the 
shares of that series required the corporation to 
offer to purchase at a time not later than a partic- 
ular date all of the shares of that series from all of 
the holders of those shares, that particular date, 
and rips 


(c) in any other case, October 1, 1991, 


whichever is applicable in respect of that series of 

shares, except that a dividend on shares of such a se- 

ries that would otherwise be a qualifying dividend 

shall be deemed not to be a qualifying dividend if 
(d) at the time that the dividend became payable, 
the terms of the shares of that series differ from 
the terms as at March 31, 1977 of the shares of 
that series, or ) 


(e) after March 31, 1977 the corporation issued 
additional shares of that series. 
Pre-RSC History: Subsec. 83(6) added by 1977-78, c. 1, subsec. 
37(3), applicable in respect of dividends payable after 1978. 
Regulations: 2107 (tax-deferred preferred series). 


(7) Amalgamation where there are tax- 
deferred preferred shares — For the purposes 
of this section, where, after March 31, 1977, there 
has. been an: amalgamation within the meaning of 
section 87 and one or more of the predecessor corpo- 
rations hada series.of shares outstanding on March 
31, 1977 that was prescribed to be a tax-deferred 
preferred series, the following rules apply: 


(a) the.series of shares of the capital stock of the 
predecessor corporation that was prescribed to be 
a tax-deferred preferred series shall be deemed to 
have been: continued in: existence in the form of 
the new shares; and 

(b) the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
such. predecessor corporation. 


Pre-RSC History: Subsec. 83(7) added. by 1977-78, c. 32, s. 17, 
applicable in respect of dividends payable after 1978. 


Regulations: 2107 (tax-deferred preferred series). 
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Definitions [s. 83]: “adjusted cost base” — 54, 248(1); “amount”, 
“assessment” + 248(1);. “Canadian corporation” — 89(1), 248(1); 
“capital dividend” — 83(2), 248(1); “capital dividend account” — 
89(1); “capital gain” — 39(1)(a), 248(1); “class of shares” — 
248(6); “controlled directly or indirectly” — 256(5.1); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “dividend”, “individual”, 


“Minister”, “non-resident”, “person”, “preferred share”, “‘pre- 


scribed” — 248(1); “private corporation” — 89(1), 248(1); “prop- 
erty” — 248(1); “qualifying dividend” — 83(6); “received” — 
248(7): “series of transactions or events” — 248(10); “share”, 
“shareholder” — 248(1); “substituted property” — 248(5); “taxable 
dividend” — 89(1), 248(1). 


84. (1) Deemed dividend — Where a corporation 
resident in Canada has at any time after 1971 in- 
creased the paid-up capital in respect of the shares of 
any particular class of its capital stock, otherwise 
than by ) 


(a) payment of a stock dividend, 
(b) a transaction by which 


(i) the value of its assets less its liabilities has 
been increased, or 


(11) its liabilities less the value of its. assets 
have been decreased, 


by an amount not less than the amount of the in- 
crease in the paid-up capital in respect of the 
shares of the particular class, 

(c) a transaction by which the paid-up capital in 
respect of the shares of all other classes of its 
capital stock has been reduced by an amount not 
less than the amount of the increase in the paid- 
up capital in respect of the shares of the particular 
class, 


(c.1) where the corporation is an insurance corpo- 
ration, any action by which it converts contrib- 
uted surplus related to its insurance business into 
paid-up capital in respect of the shares of its capi- 
tal stock, 


(c.2) where the corporation is a bank, any action 
by which it converts any of its contributed sur- 
plus that arose on the issuance of shares of its 
capital stock into paid-up capital in respect of 
shares of its capital stock, or 


(c.3) where the corporation is neither an insur- 
ance corporation nor a bank, any action by which 
it converts into paid-up capital in respect of a 
class of shares of its capital stock any of its con- 
tributed surplus that arose after March 31, 1977 


(1) on the issuance of shares of that class or 
shares of another class for which the shares of 
that class were substituted (other than an issu- 
ance to which section 51, 66.3, 84.1, 85, 85.1, 
86 or 87, subsection 192(4.1) or 194(4.1) or 
section 212.1 applied), 

(ii) on the acquisition of property by the cor- 
poration from a person who at the time of the 
acquisition held any of the issued shares of 
that class or shares of another class for which 
shares of that class were substituted for no 
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consideration or for consideration that did not 
include shares of the capital stock of the cor- 
poration, or 


(iii) as a result of any action by which the 
paid-up capital in respect of that class of 
shares or in respect of shares of another class 
for which shares of that class were substituted 
was reduced by the corporation, to the extent 
of the reduction in paid-up capital that re- 
sulted from the action, 


the corporation shall be deemed to have paid at that 
time a dividend on the issued shares of the particular 
class equal to the amount, if any, by which the 
amount of the increase in the paid-up capital exceeds 
the total of 


(d) the amount, if any, of the increase referred to 
in subparagraph (b)(i) or the decrease referred to 
in subparagraph (b)(ii), as the case may be, 


(e) the amount, if any, of the reduction referred to 
in paragraph (c), and 


(f) the amount, if any, of the increase in the paid- 
up capital that resulted from a conversion re- 
ferred to in paragraph (c.1), (c.2) or (c.3), 


and a dividend shall be deemed to have been re- 
ceived at that time by each person who held any of 
the issued shares of the particular class immediately 
after that time equal to that proportion of the divi- 
dend so deemed to have been paid by the corporation 
that the number of the shares of the particular class 
held by the person immediately after that time is of 
the. number of the issued shares of that class out- 
standing immediately after that time. 


Related Provisions: 15(1) — Benefit conferred on share- 
holder — income inclusion; 53(1)(b) — Addition to. adjusted. cost 
base; 82(1) — Income inclusion of dividend deemed received; 
84(8) — Application; 84(10) — Reduction of contributed surplus; 
84(11) — Computation of contributed surplus; 85(2.1)— Reduc- 
tion in paid-up capital to prevent deemed dividend on s. 85 rollover; 
86(2.1) — Adjustment to paid-up capital on internal reorganization; 
87(2)(y) — Amalgamations — contributed surplus; 89(3) — Simul- 
taneous dividends; 131(4) — S. 84 does not apply to mutual fund 
corporation; 131(11)(c) — Rules re prescribed labour-sponsored 
venture capital corporations; 138(11.9) — Computation of contrib- 
uted surplus. 


History: Para. 84(1)(c.3) substituted by 1994, c. 21, subsec. 35(1), 
applicable to actions occurring after July 13, 1990, except that for 
such actions occurring before December 21, 1992, subpara. 
84(1)(c.3)(ii1) shall be read as follows: 


(iii) on the reduction by the corporation of the paid-up capital ' 
in respect of that class of shares or in respect of shares of 
another class for which shares of that class were substituted, 


Para. 84(1)(c.3) formerly read: 


(c.3) where the corporation is neither an insurance corpora- 
tion nor a bank, any action by which it converts into paid-up 
capital in respect of a class of shares of its capital stock any 
of its contributed surplus that arose after March 31, 1977 | 
_ (i) on the issuance of shares of that class or shares of an- 
other class for which the shares of that class were substi- 
tuted (other than an issuance to which section 51, 66.3, 
84.1, 85, 85.1, 86 or 87, subsection 192(4.1) or 194(4.1) 
or section 212.1 applied), 
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(ii).on the acquisition of property by the corporation from 
a person who at the time of the acquisition held any of 
the issued shares of that-class or shares of another class 
for which shares of that class were substituted for no con- 
sideration or for consideration that did not include shares 
of the capital stock of the corporation, or 


(iii) on the reduction by the corporation of the paid- up 

capital in respect, of that class of shares or in respect of 

shares of another class for which shares of that class were 
substituted, cant 


Para. 84(1)(c. 3) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec, 62(1), applicable to actions occurring after July 13, 1990. Para. 
- 84(1)(c.3) formerly read: 


_(c.3) where the corporation is a corporation other than an in- 
surance corporation or a bank, any. action by which it con- 
-yerts any of its contributed surplus that arose on the issuance, 
after March 31, 1977, of shares of a class of its capital stock 
(other than an issuance to which section 51, 66.3, 84.1, 85, 
85.1, 86 or 87, subsection 192(4.1) or 194(4.1) or section 
212.1 applied) into paid-up Sy Mes in respect of shares of that 
class of its capital stock, 


Para. 84(1)(f) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
62(2), applicable after 1985. 


Pre-RSC History: Paras. 84(1)(c.2), (c.3) amended to substitute 
“4 bank” for “a bank to which the Bank Act or. the Quebec Savings 
Banks Act applies” [“bank” is now defined in the Interpretation 
Act], and subpara. (c.3)(iii) amended to substitute “for which 
shares” for “for which the shares”, by 1992, c. 1, Sch. V, s. 16, and 
para 159(a), applicable from February 28, 1992. 


Para. 84(1)(c.3) added by 1988, c. 55, subsec. 56(1), applicable to 
actions occurring after 1987. 


Paras. 84(1)(c.1), (c.2) added by 1980-81-82-83, c. 48, subsec. 
44(1), applicable, as to para. 84(1)(c.1), with respect to actions oc- 
curring after 1978 and, as to para. 84(1)(c.2), with respect to actions 
occurring after November 30, 1980. 

Regulations: 201(1)(a) (information return). 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-243R4: Dividend refund to private 
corporations; IT-432R2: Benefits conferred on shareholders, IT- 
463R2: Paid-up capital. 


Information Circulars: 16-19R3: Transfer of property to a corpo- 
ration under-section 85. 
Advance Tax Rulings: ATR-33: Exchange of shares. 


Forms: T5 Segment; T5 Summary: Return of investment income; 
T5 Supplementary: Statement of investment income. 


(2) Distribution on winding-up, etc. — Where 
funds or property of a corporation resident in Canada 
have at any time after March 31, 1977 been distrib- 
uted or otherwise appropriated in any manner 
whatever to or for the benefit of the shareholders of 
any class of shares in its capital stock, on the wind- 
ing-up, discontinuance or reorganization of its busi- 
ness, the corporation shall be deemed to have paid at 
that time a dividend on the shares of that class equal 
to the amount, if any, by which, 


(a) the amount.or value of the funds or property 
distributed or appropriated, as the case may be, 


exceeds 
(b) the amount, if any, by which the paid-up capi- 
tal in respect of the shares of that class is reduced 


on the distribution or appropriation, as the case 
may. be, 
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and a dividend shall be deemed to have been re- 
ceived at that time by each person who held any of 
the issued shares at that time equal to that proportion 
of the amount of the excess that the number of the 
shares of that class held by the person immediately 
before that time is of the number of the issued shares 
of that class outstanding immediately before that 
time. 


Related Provisions: 15(1). — Benefit fates on shareholder; 
54“proceeds of disposition’”(j) — exclusion of deemed. dividend; 
55(1) — “Permitted redemption” for butterfly purposes; 69(5) — 
Unreasonable - consideration; 84(5) — Amount distributed or paid 
where a‘share; 84(6), (8) — Application ‘rules; 88(1) — Winding- 
up; Winding up of a Canadian corporation; 89(3) — Si- 
multaneous dividends; 131(4)— S. 84. does not apply to mutual 
fund corporation; 137(4.2) — No application to credit union. 


Pre-RSC History: Subsec. 84(2) substituted by 1977-78, eu!) 
subsec. 38(1), applicable with respect to transactions occurring after 
March 31, 1977. Subsec. 84(2) formerly read: 


(2) Distributions on-winding-up, etc. — Where funds or 
property of a corporation resident in Canada have at any time 
after 1971 been distributed or otherwise appropriated in any 
manner whatever to or for the benefit of the shareholders of 
any class of shares in its capital stock, on the winding-up, dis- 
continuance or reorganization of its business, the corporation 
shall be deemed to have paid at that time a dividend on shares 
of that class equal to the amount, if any, by which, 


(a) the amount or: value of the funds or property. distrib- 
uted: or appropriated, as the case may be, 


exceeds the lesser of 


(b) the amount, if any, by which the paid-up capital in 
respect of the shares of that class immediately before that 
time is reduced on the distribution or appropriation, as” 
the case may be, and 


(c) the paid-up capital limit of the senate immedi- 
ately before that time, 


and a dividend shall be deemed to have been received at that 
time by each person who held any of the issued shares at that 
time equal to that proportion of the amount of the excess that 
the number of the shares of that class held by him immedi- 
ately. before that time is of the number of the issued shares of 
that class outstanding immediately. before that time. 


Selected Cases [subsec. 84(2)]: Maccala v. Canada, [1995] 1 
C.T.C. 2215 (TCC) (Mere reception of property upon dissolution of 
company does not constitute appropriation of capital unless there is 
something more); David v. The Queen, [1975] C.T.C. 197 (FCTD) 
(Proceeds from disposition of shares deemed partial appropriation 
of undistributed. income); Craddock: v. MNR,, [1969] C.T.C. 566 
(SCC) (Proceeds from disposition of shares deemed partial appro- 
priation of undistributed income); Smythe et al. v. MNR, [1969] 
C.T.C. 558 (SCC) (Proceeds from disposition of shares deemed par- 
tial appropriation of undistributed income). 

interpretation Bulletins: [T-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-126R2; Meaning of “winding-up”; 
IT-149R4: Winding-up dividend; IT-243R4: Dividend refund to pri- 
vate corporations; IT-409: Winding-up of a non-profit organization: 
IT-444R: Corporations — involuntary dissolutions; IT-488R2: 
Winding-up of 90%-owned taxable Canadian corporations. 


(3) Redemption, etc. — Where at any time after 
December 31, 1977 a corporation resident in Canada 
has redeemed, acquired or cancelled in any manner 
whatever (otherwise than by way of a transaction de- 
scribed in subsection (2)) any of the shares of any 
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class of its capital stock, 


(a) the corporation shall be deemed to have paid 
at that time a dividend on a separate class of 
shares comprising the shares so redeemed, ac- 
quired or cancelled equal to the amount, if any, 
by which the amount paid by the corporation on 
the redemption, acquisition or cancellation, as the 
case may be, of those shares exceeds the paid-up 
capital in respect of those shares immediately 
before that time; and 


(b) a dividend shall be deemed to have been re- 
ceived at that time by each person who held any 
of the shares of that separate class at that time 
equal to that portion of the amount of the excess 
determined under paragraph (a) that the number 
of those shares held by the person immediately 
before that time is of the total number of shares 
of that separate class that the corporation has re- 
deemed, acquired or cancelled, at that time. 


Related Provisions: 8(12) — Return of employee shares by trus- 
tee; 40(3.6) — Stop-loss rule on disposition of share of corporation 
to the corporation; 54“proceeds of disposition’(j) — exclusion of 
deemed dividend; 55(1) — “Permitted redemption” for butterfly 
purposes; 55(2) — Deemed proceeds or capital gain on capital gains 
strip; 84(5) — Amount distributed or paid where a share; 84(6), 
(8) — Application rules; 84(9) — Shares disposed of on redemp- 
tion; 89(3) — Simultaneous dividends; 131(4) — S. 84 does not ap- 
ply to mutual fund corporation; 137(4.1) — Deemed interest on cer- 
tain reductions of capital by credit union; 137(4.2) — No 
application to credit union; 191.1(1) — Application of Part VI.1 tax 
to corporation. 


Pre-RSC History: Subsec. 84(3) substituted by 1977-78, c. 1, 
subsec. 38(1), applicable with respect to transactions occurring after 
March 31, 1977 except that all that portion of subsec. 84(3) preced- 
ing para. (a), as enacted by subsec. 38(1), shall, with respect to 
transactions or events occurring after March 31, 1977 and before 
1978, be read as follows: 


(3) Redemption, etc. — Where at any time after March 31, 
1977 a corporation resident in Canada has redeemed, ac- 
quired or cancelled in any manner whatever (otherwise than 
by way of a transaction described in subsection (2) or a trans- 
action in respect of which the corporation is required to pay 
tax under section 182) any of the shares of any class of its 
capital stock, 


Subsec. 84(3) formerly read: 


(3) Where at any time after 1971 a corporation resident in 
Canada has redeemed, acquired or cancelled in any manner 
whatever (otherwise than by way of a transaction described in 
subsection (2)) any of the shares of any class of its capital 
stock, the corporation shall be deemed to have paid at that 
time a dividend on a class of shares comprising the shares so 
redeemed, acquired or cancelled, equal to, 


(a) in the case of any such shares in respect of the re- 
demption or acquisition of which the corporation is re- 
quired to pay tax under section 182, the amount, if any, 
by which the paid-up capital in respect of those shares 
immediately before that time exceeds the paid-up capital 
limit of the corporation immediately before that time, and 


(b) in the case of any other such shares, the amount, if 
any, by which the amount paid by the corporation on the 
redemption, acquisition or cancellation, as the case may 
be, of those shares exceeds the lesser of 


(i) the paid-up capital in respect of those shares im- 
mediately before that time, and 
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(ii) the amount, if any, by which the paid-up capital 
limit of the corporation immediately before that time 
exceeds the amount that was its paid-up capital in re- 
spect of the shares referred to in paragraph (a) so re- 
deemed, acquired or cancelled at that time, 


and a dividend shall be deemed to have been received at 
that time by each person who held any of those shares at 
that time equal to the aggregate of 


(c) that proportion of the excess referred to in paragraph 
(a) that the number of those shares held by him immedi- 
ately before that time and described in that paragraph is 
of the total number of those shares described in that para- 
graph, and 


(d) that proportion of the excess referred to in paragraph 
(b) that the number of those shares held by him immedi- 
ately before that time and not described in paragraph (a) 
is of the total number of those shares not described in that 
paragraph. 


Interpretation Bulletins: IT-146R4: Shares entitling sharehold- 
ers to choose taxable or capital dividends; IT-243R4: Dividend re- 
fund to private corporations; IT-269R3; Part IV tax on taxable divi- 
dends received by private corporation or subject corporation; IT- 
450R: Share for share exchange; IT-489R: Non-arm’s length sale of 
shares to a corporation. 


Advance Tax Rulings: ATR-28: Redemption of capital stock of 
family farm corporation; ATR-35: Partitioning of assets to get spe- 
cific ownership — “butterfly”; ATR-54: Reduction of paid-up capi- 
tal; ATR-57: Transfer of property for estate planning purposes; 
ATR-58: Divisive reorganization. 


(4) Reduction of paid-up capital — Where at 
any time after March 31, 1977 a corporation resident 
in Canada has reduced the paid-up capital in respect 
of any class of shares of its capital stock otherwise 
than by way of a redemption, acquisition or cancella- 
tion of any shares of that class or a transaction de- 
scribed in subsection (2) or (4.1), 


(a) the corporation shall be deemed to have paid 
at that time a dividend on shares of that class 
equal to the amount, if any, by which the amount 
paid by it on the reduction of the paid-up capital, 
exceeds the amount by which the paid-up capital 
in respect of that class of shares of the corpora- 
tion has been so reduced; and . 


(b) a dividend shall be deemed to have been re- 
ceived at that time by each person who held any 
of the issued shares at that time equal to that pro- 
portion of the amount of the excess referred to in 
paragraph (a) that the number of the shares of 
that class held by the person immediately before 
that time is of the number of the issued shares of 
that class outstanding immediately before that 
time. 
Related Provisions: 53(2)(a)(ii) — Reduction in adjusted cost 
base; 84(5) — Amount distributed or paid where a share; 84(8) — 
Application; 89(3) — Simultaneous dividends; 131(4) —S. 84 does 
not apply to mutual fund, corporation; 137(4.1)— Deemed interest 
on certain reductions of capital by credit union; 137(4.2) — No ap- 
plication to credit union. 


Pre-RSC History: All that portion of subsec. 84(4) preceding 
para. (a) substituted by 1977-78, c. 32, subsec. 18(1), applicable in 
respect of amounts paid after April 10, 1978, to add “or (4.1)”. 


All that portion of subsec. 84(4) preceding para. (b) substituted by 
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1977-78, c. 1, subsec. 38(1), applicable with respect to transactions 
occurring after March 31, 1977. That portion formerly read: 


(4) Where at any time after 1971.a corporation resident in 
Canada has reduced the paid-up capital in respect. of any 
shares of any class of its capital stock otherwise than by way 
of a redemption, acquisition or cancellation of those shares or 
a transaction described in subsection (2), 


(a) the corporation shall be deemed to have paid at that 
time a dividend on shares of that class equal to the 
amount, if any, by which the amount paid by it on the 
reduction of the paid-up capital exceeds the paid-up capi- 
tal limit of the corporation immediately before that time, 
and 3 


interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-243R4: Dividend-refund to private 
corporations; IT-450R: Share for share exchange. 


(4.1) Deemed dividend on reduction of paid- 
up capital — Where at any time after: April 10, 
1978, a public corporation has reduced the paid-up 
capital in respect of any class of shares, of its capital 
stock otherwise than by way of a redemption, acqui- 
sition or cancellation of any shares of that class.or a 
transaction described in subsection (2) or section 86, 
any amount paid by it on the reduction of the paid-up 
capital shall be deemed to have been paid by the cor- 
poration and received by the person to ence it' was 
paid, as a dividend. u 


Related Provisions: 53(2)(a) — et in adjusted cost base; 
84(4) — Reduction of paid-up capital; 89(3) — - Simultaneous divi- 
dends: 131(4) — S. 84 does not apply to mutual fund corporation: 


Pre-RSC History: Subsec. 84(4.1) added by 1977-78, c. 32, sub- 
sec. 18(2), applicable in respect of amounts paid after Dida 10, 
1978. 


Interpretation Bulletins: IT-243R4: Dividend refund ‘to private 
corporations; IT-450R: Share for share exchange. 


(4.2) Deemed dividend on term preferred 
share — Where, at any time after November 16, 
1978, the paid-up capital in respect of a term pre- 
ferred share owned by a shareholder that is 


(a) a specified financial institution, or 


(b) a partnership or trust of which a specified fi- 
‘nancial institution or a person related to’such an 
institution was a member or a beneficiary, 


was reduced otherwise than by way of a redemption, 
acquisition or cancellation of the share or of a trans- 
action described in subsection (2) or (4.1), the 
amount received by the shareholder on the reduction 
of the paid-up capital in respect of the share shall be 
deemed.to be a dividend received by the shareholder 
at that time unless the share was not acquired in the 
ordinary course of the business carried on by the 
shareholder. 

Related Provisions: 89(3) — Simultaneous'dividends; 131(4) — 


S. 84 does not apply to mutual fund: corporation; pA) — Inter- 
ests in trusts or partnerships. 


(4.3) Deemed dividend on guaranteed 
share — Where ‘at any time after 1987 the paid-up 
capital in respect of a:share of the capital stock of a 
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particular corporation: owned 


(a) by a shareholder that is another corporation to 
which subsection 112(2.2) or (2.4) would, if the 
particular corporation were a taxable Canadian 
corporation, apply to deny the deduction under 
subsection 112(1) or (2) or 138(6) of a dividend 
received on the share, or 


(b) by a partnership or-trust of which such other 
corporation is a member or beneficiary, as the 
case may be, 


was reduced otherwise than by way of a redemption, 
acquisition or cancellation of the share or of a trans- 
action described’ in subsection (2) or (4.1), the 
amount received by the shareholder on the reduction 
of the paid-up capital in respect of the share shall be 
deemed to be a dividend received thy the shareholder 
at that time.” HO 

Related Provisions: 89(3) — Simultaneous dividends: 131(4) — 


S. 84, does not apply to: mutual fund SUP UAHON eliahie — Inter- 
ests in trusts or partnerships. 


Pre-RSC History: Subsecs. 84(4.2), (4.3) added by 1988, @? 55; 
subsec. 56(2), applicable with respect to reductions of paid-up capi- 
tal occurring after 1987. 


(5) Amount distributed . or - paid where a 
share — Where 


(a) the amount of property distributed by a corpo- 
ration or otherwise appropriated to or for the ben- 
efit of its shareholders as described in poe 
(2)(a), or if 

“(b) the amount paid by a corporation as described 
in paragraph (3)(a) or (4)(a), ? 


includes a share of the capital stock of the corpora- 
tion, for the purposes of subsections (2) to © the 
following rules apply: 


(c) in computing the amount referred to in para- 
graph (a) at any time, the share shall be valued at 
an amount equal to its paid-up capital at that 
time, and 


(d) in computing the amount referred. to in»para- 
graph (b) at any time, the share shall be valued at 
an amount equal to the amount by which. -the 
paid-up capital in respect of the class of shares to 
which it belongs has increased by virtue of its 
issue, 


Related Provisions: 51(3), 86(2: laesincnee fiat of sie up 
capital after share exchange. 


Pre-RSC ' History: Subsec. 84(5) substituted by. 1977-78, c. 1, 
subsec. 38(2), applicable to transactions occurring after 1976 except 
that in its application to transactions occurring before April 1, 1977, 
the reference in para. 84(5)(b) to para (3)(a) shall be read as a refer- 
ence to para. (3)(b). Subsec. 84(5) formerly read: 


(5) Where 


(a) the amount of the property distributed or appropriated 
by a corporation as described in paragraph (2)(a), or 


(b) the amount paid by a corporation as described in par- 
agraph (3)(b) or (4)(a), 


includes a share of the capital stock of the samme ebtb for the 
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purposes of subsections (2) to (4) the following rules apply: 


(c) in computing that amount at any time, the share shall 
be valued at an amount equal to the paid-up capital in 
respect of the share at that time; and 


(d) the value of the share shall be included in computing 
the paid-up capital limit of the corporation immediately 
before that time. 


(6) Where subsec. (2) or (3) does not apply — 
Subsection (2) or (3), as. the case may be, is not ap- 
plicable 


(a) in respect of any transaction or.event, to the 
extent that subsection (1) is applicable in respect 
of that transaction or event; and 


(b) in respect of any purchase by a corporation of 
any of its shares in the open market, if the corpo- 
ration acquired those shares in the manner in 
which shares would normally be purchased by 
any member of the public in the open market. 
Pre-RSC History: Para. 84(6)(a) amended by 1988, c. 55, subsec. 


56(3), to substitute “to the extent that” for “if’, applicable to trans- 
actions and events occurring after April 1988. 


(7) When dividend payable — A dividend that is 
deemed by this section or section 84.1 or 212.1 to 
have been paid at a particular time shall be deemed, 
for the purposes of this subdivision and sections 131 
and 133, to have become payable at that. time. 


Related Provisions: 
shareholder. 


History: Subsec. 84(7) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 62(3), applicable with respect to dividends paid after 
1988. Subsec. 84(7) formerly read: 


(7) When dividend payable — A dividend that is deemed 
by this section or by section 212.1 to have been paid at a par- 
ticular time shall be deemed, for the purposes of this subdivi- 
sion, to have become payable at that time. 


Pre-RSC History: Subsec..84(7) substituted by. 1977-78, c. 1, 
subsec. 38(3), applicable with respect to transactions occurring after 
March 31, 1977. Subsec. 84(7) formerly read: 


(7) A dividend that is deemed by this section or section 84.1 
to have been paid at a particular time shall be deemed, for the 
purposes of this subdivision, to have become payable at that 
time: 


Subsec. 84(7) substituted by 1974-75-76, c. 26, s. 47, applicable to 
dividends deemed to have been paid after November 18, 1974, to 
add reference to s. 84.1... -- 


15(1) — Appropriation of property to a 


(8) Where subsec. (3) does not apply — Sub- 
section (3) does not apply to deem a dividend to 
have been received by a shareholder of a public cor- 
poration where the shareholder is an individual resi- 
dent in Canada who deals at arm’s length with the 
corporation and the shares redeemed, acquired or 
cancelled are prescribed shares of the capital stock of 
the corporation. 
Pre-RSC History: Subsec. 84(8) substituted by 1986, c. 6, s. 43, 
applicable to transactions and events occurring after May 23, 1985. 
Subsec. 84(8) formerly read: 

(8) Application — Subsections (1) to (4) do not apply to 

deem a dividend to have been received by a shareholder of a 

public corporation unless,’at the time the dividend was paid, 
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the shareholder was 
(a) a non-resident person; 


(b) a person resident in Canada who did not deal at arm’s 
length with the corporation; 
(c) a private corporation; 


(d) a corporation that was not a private corporation and 
the dividend was received in the course of a series of 
transactions or events to which subsection 55(2) would, 
but for paragraph 55(3)(b), apply; or 


(e) a corporation that would not, in respect of the divi- 
dend, be entitled to a deduction under section 112 or sub- 
section 138(6) in computing its taxable income, 


and, where the shareholder was a person described. in para- 
graph (b), the dividend was paid in respect of a security other , 
than an indexed security. 


All that portion of subsec. 84(8) following para. (e) or added by 
19847'a Ts. 375 applicable with respect to dividends Nr after Seps 
tember 30; 1983. 


Subsec. 84(8) added by 1980-81-82-83, c. 140, s. 48(1), applicable 
with respect to dividends paid after November 12, 1981. 


Regulations: 6206 (prescribed shares — Class I shares of Reed 
Stenhouse). 


(9) Shares disposed of on redemptions, 
etc. — For greater certainty it is declared that where 
a shareholder of a corporation has disposed of a 
share of the capital stock of the corporation as a re- 
sult of the redemption, acquisition or cancellation of 
the share by the corporation, the shareholder shall, 
for the purposes of this Act, be deemed to have dis- 
posed of the share to the corporation. 


Pre-RSC History: Subsec. 84(9) added by 1985, c. 45, s. 40. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-444R: Corporations — involuntary dissolutions; 
IT-484R2: Business investment losses.. 


(10) Reduction of contributed surplus — For 
the purpose of paragraph (1)(c.3), there shall be de- 
ducted in determining at any time a corporation’s 
contributed surplus that arose after March 31, 1977 
in any manner described in that paragraph the lesser 
of 


(a) the amount, if any, by which the amount of a 
dividend paid by the corporation at or before that 
time and after March 31, 1977 and when it was a 
public corporation exceeded its retained earnings 
immediately before the payment of the dividend, 
and 


(b) the amount of its contributed surplus immedi- 
ately before the payment of the dividend referred 
to in paragraph (a) that arose after March 31, 
1977. 


Related Provisions: 84(11) — Computation of contributed sur- 
plus; 87(2)(y) — Amalgamations — contributed surplus. 


History: Subsec. 84(10) added by 1994, c. 7, Sch. II (1991, ¢. 49), 
subsec. 62(4), applicable to the determination after July 13, 1990 of 
the contributed surplus of a corporation. 


Interpretation Bulletins: IT-463R2: Paid-up capital... 


(11) Computation of contributed surplus — 
For the purpose of subparagraph (1)(c.3)(ii), where 
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the property acquired by the corporation (in this sub- 
section referred to as the “acquiring corporation”) 
consists of shares (in this subsection referred to as 
the “subject shares’’) of any class of the capital stock 
of another corporation resident in Canada (in this 
subsection referred to as the “subject corporation”) 
and, immediately after the acquisition of the subject 
shares, the subject corporation would be connected 
(within the meaning that would be assigned by sub- 
section 186(4) if the references in that subsection to 
“payer corporation” and “particular corporation” 
were read as “subject corporation” and “acquiring 
corporation”, respectively) with the acquiring corpo- 
ration, the contributed surplus of the acquiring cor- 
poration that arose on the acquisition of the subject 
shares shall.be deemed to be the lesser of 


(a) the amount added to the contributed surplus of 
the acquiring corporation on the acquisition of 
the subject shares, and 


(b) the amount, if any, by which the paid-up capi- 
tal in respect of the subject shares at the time of 
the acquisition exceeded the fair market value of 
any consideration given by the acquiring corpora- 
tion for the subject shares. 


Related Provisions: 84(10) — Reduction of contributed surplus. 


History: Subsec. 84(11) added by 1994, c. 21, subsec. 35(2), appli- 
cable to actions occurring after December 20, 1992. 
Interpretation Bulletins: IT-463R2: Paid-up capital. 
Definitions [s. 84]: “amount” — 248(1); “arm’s length” — 
251(1); “bank” —Jnterpretation Act 35(1); “business” — 248(1); 
“Canada” — 255; “class of shares” — 248(6); “contributed sur- 
plus” — 84(10), (11); “corporation” — 248(1), Interpretation Act 
35(1); “dividend”, “insurance corporation”, “non-resident” — 
248(1);. “paid-up capital” — 89(1), 248(1);. “person”, “pre- 
scribed” — 248(1); “private corporation”, “public corporation” — 
89(1), 248(1); “property” — 248(1); “received” — 248(7), “resident 
in Canada” — 250; “share”, “shareholder”, “specified financial in- 
stitution” — 248(1); “taxable Canadian corporation” — 89(1), 
248(1); “taxable income” — 2(2), 248(1); “term preferred share” — 
248(1); “trust” — 104(1), 248(1), (3). 


84.1 (1) Non-arm’s length sale of shares — 
Where after May 22, 1985 a taxpayer resident in 
Canada (other than a corporation) disposes of shares 
that are capital property of the taxpayer (in this sec- 
tion referred to as the “subject shares”) of any class 
of the capital stock of a corporation resident in Can- 
ada (in this section referred to as the “subject corpo- 
ration”) to another corporation (in this section re- 
ferred to as the “purchaser corporation”) with which 
the taxpayer does not deal at arm’s length and, im- 
mediately after the disposition, the subject corpora- 
tion would be connected (within the meaning as- 
signed by subsection 186(4) if the references therein 
to “payer corporation” and to “particular corpora- 
tion” were read as “subject corporation” and “pur- 
chaser corporation” respectively) with the purchaser 
corporation, 


(a) where-shares (in this section referred to as the 
“new shares”) of the purchaser corporation have 
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been issued as consideration for the subject 
shares, in computing the paid-up capital, at any 


- particular time after the issue of the new shares, 


in respect of any, particular class of shares of the 


capital stock of the: purchaser corporation, there 


shall be deducted an amount determined by the 


formula 


C 
bbrB sing 


where... 


A’ is the increase, if any, determined without ref- 
erence to this section as it applies to the acqui- 
sition-of the subject shares, in the paid-up cap- 
ital in respect of all shares of the capital stock 
of the purchaser corporation as a result of the 
issue of the new shares, 


B_ is the amount, if any, by which the greater of 

(i) the paid-up capital, immediately before 
the disposition, in respect of the’ subject 
shares, and a: 
(ii) subject to paragraphs (2)(a) and. (a.1), 
the adjusted cost base to the taxpayer, im- 
mediately before the disposition, of the 
subject shares, 


exceeds the fair market value, immediately af- 
ter the disposition, of any consideration (other 
than the new shares) received by the taxpayer 
from the purchaser corporation for the subject 
shares, and ~ 


C.. is the increase, if any, determined without ref- 
erence to this section:as it applies to the acqui- 
sition of the subject shares, in the paid-up cap- 
ital in respect of the particular class of shares 
as a result of the issue of the new shares; and 


(b) for the purposes of this Act, a dividend shall 
be deemed to be paid to the taxpayer, by the pur- 
chaser corporation and received by the taxpayer 
from the purchaser corporation at the time of the 
disposition in an amount, determined by the 
formula 


(A + D)—-(E+F) 
where 


A is the increase, if any, determined without ref- 
erence to this section as it applies to the acqui- 
sition of the subject shares, in the paid-up cap- 
ital in respect of all shares of the capital stock 
of the purchaser corporation as a result of the 
issue of the new shares, 

D is the fair market value, immediately after the 
disposition, of any consideration (other than 

.. the new shares) received by the taxpayer from 
- the purchaser corporation for the: subject 
shares, + 
E_ is the greater of. 


(i) the paid-up capital, immediately before 
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the disposition, in respect of the subject 
shares, and 


(ii) subject to paragraphs (2)(a) and (a.1), 
the adjusted cost base to the taxpayer, im- 
mediately before the disposition, of the 
subject shares, and 


F is the total of all amounts each of which is an 
amount required to be deducted by the pur- 
chaser corporation under paragraph (a) in 
computing the paid-up capital in respect of 
any class of shares of its capital stock by vir- 
tue of the acquisition of the subject shares. 

Related Provisions: 53(2)(a)(iii), 53(2)(p) — Reductions in ad- 
justed cost base; 54“proceeds of disposition’(k) — exclusion of 
deemed dividend; 84(7) — When dividend payable; 84.1(2) — 
Non-arm’s length sale of shares; 85(2,1) — Alternative reduction in 
paid-up capital of new shares; 89(1) — Definitions; 212.1 — Simi- 


proportion of the amount, if any, by which the lesser of 


(i) the adjusted cost base referred to in subparagraph 
(a)(i), and 


(ii) the aggregate of the fair market value referred to 
in subparagraph (a)(ii), the principal amounts. of all 
such particular debts and the amount, if any, by | 
which the paid-up capital in respect of all the shares 
of the capital stock of the purchaser corporation is 
increased by virtue of the issue of all such particular 
shares, ' 


exceeds 


(iii) the greater of the fair market value referred to in 
subparagraph (a)(ii) and the paid-up capital referred 
to in subparagraph (a)(iii), 


‘that the. cost to the taxpayer of the particular debt or 
share, as the case may be, is of the aggregate of the costs 
to him of all such particular debts and particular shares so 
received as consideration for the subject shares. 


lar rule for non-residents; 257 — Negative amounts in formulas. Subpara. 84.1(1)(b)(ii) substituted by 1980-81-82-83, c. 140, s. 
History: That portion of para. 84.1(1)(b) preceding the formula | 49(1), applicable with respect to dispositions occurring after No- 


amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 63(1), to add | vember 12, 1981. Subpara. 84.1(1)(b)(ii) formerly read: 


“and received by the taxpayer from the purchaser corporation”, ap- 
plicable to dispositions occurring after May 22, 1985. 


Pre-RSC History: Subsec. 84.1(1) substituted by 1986, c. 6, sub- 
sec. 44(1), applicable in respect of dispositions made after May 22, 


(ii) the aggregate of the fair market value referred to in sub- 
paragraph (a)(ii) and the principal amounts of all such partic- 
ular debts and the paid-up capital in respect of all such partic- 
ular shares, 


1985. Subsec. 84.1(1) formerly read: All that portion of subsec. 84.1(1) preceding para. (a) substituted, 


84.1 (1) Non-arm’s length sale of shares — Where, at any 
particular time in a taxation year and after April 10, 1978, a 
taxpayer resident in Canada (other than a corporation) dis- 
poses of shares that are capital property of the taxpayer (in 
this section referred to as the “subject shares”) of any class of 
the capital stock of a corporation resident in Canada (in this 
section referred to as the “subject corporation”) to another 
corporation (in this section referred to as the “purchaser cor- 
poration”), with which the taxpayer does not deal. at arm’s 
length and, immediately after the disposition, the subject cor- 
poration is connected (within the meaning of subsection 
186(4) on the assumption that the references therein to “payer 
corporation” and to “particular corporation” were read as 
“subject corporation” and “purchaser corporation” respec- 
tively) with the purchaser corporation, 


by 1977-78, c..32, subsec. 19(1), applicable in respect of disposi- 
tions after April 10, 1978. That portion formerly read: 


84.1 (1) Where, at any particular time in a taxation year and 
after March 31, 1977,.a taxpayer resident in Canada (other 
than a corporation) disposes of shares that are capital property 
of the taxpayer (in this section referred to as the “‘subject 
shares”) of any class of the capital stock of a'corporation resi- 
dent in Canada (in this section referred to as the “subject cor- 
poration”) to another corporation (in this section referred to 
as the “purchaser corporation’), that, immediately after the 
disposition, does not deal at arm’s length with the taxpayer, 
and immediately after the disposition the purchaser corpora- 
tion controls (within the meaning of subsection 186(2)) the 
subject corporation, 


Subsec. 84.1(1) substituted by 1977-78, c. 1, s. 39, applicable. in 
(a) an amount equal to the amount, if'any, by which the respect of dispositions after March 31, 1977. Subsec. 84.1(1) for- 
lesser of merly read: 


(1) the adjusted cost base to the taxpayer of thesub- 
ject shares immediately before the disposition, and 


(ii) the fair market value of any consideration (other 
than any debt owing by, or share of the capital stock 
of, the purchaser corporation) received by the tax- 
payer for the subject shares from the purchaser 
corporation, 


exceeds 


(iii) the paid-up capital in respect of the subject 
shares immediately before the disposition 


shall be deemed to be a capital gain.of the taxpayer for 
the taxation year from the disposition of a capital prop- 
erty; and 


(b) in computing the adjusted cost base to the taxpayer at 
any time after the particular time of any property re- 
ceived by the taxpayer as consideration for the subject 
shares that was any particular debt owing by the pur- 
chaser corporation or any particular share of the capital 
stock of the purchaser corporation, there shall be de- 
ducted from the adjusted cost base of that property to the 
taxpayer otherwise determined, an amount equal to that 
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84.1 (1) Deemed dividend on repayment of debt — - 
Where, at any time before a particular time and after Novem- 
ber 18, 1974, a corporation incurred any debt as consideration 
for the purchase of shares of the capital stock of a second 
corporation and, 


(a) at any time before the debt was incurred, any particu- 
lar person, or the group of persons to whom the ¥EDE was 
owed at the time it was incurred, 


(1) controlled the second corporation, directly or indi- 
rectly in any manner whatever, or 


(ii) beneficially owned shares of the capital stock of 
the second corporation representing more than 50% 
of its paid-up capital, and 
(b) at any time before the particular time, the particular 
person or group of persons‘referred to in paragraph (a) 


(i) controlled the corporation, directly or indirectly i in 
any manner whatever, 


(ii) beneficially owned shares of the capital stock of 
the corporation representing more than 50% of its 
paid-up capital, or 
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(iii) held an amount of debt payable by the corpora- 
tion that exceeded the paid-up capital of the corpora- 
tion, at a time when shares of the capital stock of the 

’ corporation representing more than 50% of its paid- 
up capital were beneficially owned by’. | 


(A) that particular person, 
(B) that group of persons, — 


(C) persons related to the particular person or 
any. member of the group of persons, or 


-(D) any. combination of persons referred to in. 
clause (A), (B) or (C), 


the following rules apply: 


(c) where the corporation has, at the particular time, 
made any payment on account of that debt, or ay other 
debt substituted for that debt, 


(i) a dividend shall be deemed to have been ‘paid by 
the corporation at the particular time equal .to the 
lesser of 


(A) the amount of that payment, and 
(B) the amount, if any, by which 


(I), the aggregate of the payment referred to 
in clause (A) and all payments made before 
the particular time on account of that debt, 
or any other debt substituted therefor, 


exceeds 


(II) the debt limit of the ss a in re- 
spect ‘of that debt, » 


(ii) '@ dividend shall be deemed to have been received 
at the: particular time, by each person who received 
any portion of that payment, equal to) that proportion 
of the dividend so deemed to have been paid by the 
corporation at that time that the portion of that pay- 
ment received by that person is of the amount of that 
payment, and 


(iii) section 83 (except paragraph 83(1)(d)) shall bs 
applicable to the dividend referred.to in subpara- 
graph (i) as though the persons referred to in subpar- 
agraph (ii): were shareholders of a class of shares of: 
the capital stock of the corporation, and 


(d) where any portion of that debt, or any debt substituted 
for that debt, is converted into shares of the capital stock’. 
ofthe corporation, an amount equal to the lesser of 


(i) the portion of that debt, or any debt substituted for 
that debt, that was so converted, and 


(ii) the ‘amount, if any, by which 
(A) the amount of the debt owed by the corpora- 2 
tion at the time it was incurred, 

exceeds 


(B), debt limit of the corporation in respect of 
that debt 


shall be added to the aggregate of the las deter- 
mined under subparagraph 89(1)(d)(iv.1) at any time 
after the time of the conversion. 


| “butterfly”; ATR-36: Estate freeze; ATR-42: Transfer of shares; 


ATR-55: Amalgamation followed by, sale of shares; ATR-57: 
Transfer of property for estate planning purposes. 


(2) idem — For the purposes of this section, 


‘ah where a share disposed of by a taxpayer was 
“acquired by a taxpayer before 1972, the adjusted 
cost base to the taxpayer of the share at any time 

shall be deemed to be the total of 


(i) the amount that would be its adjusted cost 
base to the taxpayer if the Income Tax Appli- 

cation Rules were read without reference to 

subsections 26(3) and (7) of that Act, and 


_ (ii) the total of all amounts each of which is an 
amount received by the taxpayer after 1971 
and before that time as a dividend on the share 
and.in.respect of which the corporation that 
paid the dividend has made an election under 
subsection 83(1); 


(a.1) where a share disposed of by a taxpayer was 
acquired by the taxpayer after 1971 from a person 
with whom the taxpayer was not dealing at arm’s 
~~ length, was a share substituted for such a share or 
was a share substituted for a share owned by the 
taxpayer at the end of 1971, the adjusted cost 
base to the taxpayer of the share at any time shall 
be deemed to be the amount, if any, by which its 
adjusted cost base to the eepayer, otherwise de- 
‘termined, exceeds the total of . . 


--@) where the share or a share for which the 
“share was substituted was owned at the end of 
' 1971 by the taxpayer or a person with whom 
_ the taxpayer did not deal at arm’s length, the 
amount in respect of such share equal to the 
amount, if any, by which 


(A) the fair market value of the share or 
the share for which it was substituted, as 
the case may be, on valuation day (within 
the meaning assigned by section 24 of the 
Income Tax Application Rules) 


exceeds the total of 


(B) the actual cost (within the meaning as- 
signed by subsection 26(13) of that Act) of 
the share or the share for which it was sub- 
stituted, as the case may be, on January 1, 
1972, to the taxpayer or the person with 

‘whom the taxpayer did not deal at arm’ S 
length, and 


(C) the total of all amounts each of which 
is an amount received by the taxpayer or 


Interpretation, Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in, Canada; IT-489R;. Non-arm’s length sale of 
shares to a corporation. 


Information Circulars: 88-2 Supplement, paras. 4, 9: General 
anti-avoidance rule — section 245 of the Income Tax Act: 

Advance Tax Rulings: ATR-27: Exchange and: acquisition of 
interests in’ capital properties through rollovers and winding-up 


(“butterfly”); ATR-+32: Rollover of fixed assets from Opco ‘into 
Holdco; ATR-35; Partitioning of assets to get specific ownership — 


649 


the person with whom the taxpayer did not 
deal at arm’s length after 1971 and before 

that time as a dividend on the share or the 
share for which it was substituted and in 
respect of which the corporation that paid 
the dividend has made. an election under 
subsection 83(1), and 


(ii) the total of all amounts each of which is an 


S. 84.1(2)(a.1)(ii) 


amount determined after 1984 under subpara- 
graph 40(1)(a)(1) in respect of a previous dis- 
position of the share or a share for which the 
share was substituted (or such lesser amount 
as is established by the taxpayer to be the 
amount in respect of which a deduction under 
section 110.6 was claimed) by the taxpayer or 
an individual with whom the taxpayer did not 
deal at arm’s length; 


(a.2) for the purposes of paragraph (a.1), where a 
corporation (in this paragraph referred to as the 
“issuing corporation’’) issues previously unissued 
shares of a class of its capital stock (in this para- 
graph referred to as the “new shares’) to a tax- 
payer, the taxpayer and the issuing corporation 
shall be deemed not to have been dealing with 
each other at arm’s length at the time the new 
shares were acquired by the taxpayer; 


(b) in respect of any disposition described in sub- 
section (1) by a taxpayer of shares of the capital 
stock of a subject corporation to a purchaser cor- 
poration, the taxpayer shall, for greater certainty, 
be deemed not to deal at arm’s length with the 
purchaser corporation if the taxpayer 


(i) was, immediately before the disposition, 
one of a group of fewer than 6 persons that 
controlled the subject corporation, and 


(11) was, immediately after the disposition, one 
of a group of fewer than ‘6 persons that con- 
trolled the purchaser corporation, each mem- 
ber of which was a member of the group re- 
ferred to in subparagraph (i); 


(c) for the purposes of determining whether or 
not a taxpayer referred to in paragraph (b) was a 
member of a group of fewer than 6 persons that 
controlled a corporation at any time, any shares 
of the capital stock of that corporation, owned at 
that time by 


(i) the taxpayer’s child (within the meaning 
assigned by subsection 70(10)), who is under 
18 years of age, or the taxpayer’s spouse, 


(i1) a trust of which the taxpayer, a person de- 
scribed in subparagraph (i) or a corporation 
described in subparagraph (iii), is a benefici- 
ary, or 

(ii1) a corporation controlled by the taxpayer, 
by a person described in subparagraph (i), by 
a trust described in subparagraph (ii) or by 
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any combination thereof 


shall be deemed to be owned at that time by the 
taxpayer and not by the person who actually 
owned the shares at that time; ) 


(d) a trust and a beneficiary of the trust or a per- 
son related to a beneficiary of the trust shall be 
deemed not to deal with each other at arm’s 
length; and 
(e) for the purpose of paragraph (b), 
(i) a group of persons in respect of a corpora- 
tion means any 2 or more persons each of 


whom owns shares of the capital stock of the 
corporation, 


(ii) a corporation that is controlled by one or 
more members of a particular group of per- 
sons in respect of that corporation shall be 
considered to be controlled by that group of 
persons, and 


(iii) a corporation may be controlled by a per- 
son or a particular group of persons notwith- 
standing that the corporation is also controlled 
or deemed to be controlled by: another person 
or group of persons. 


Related Provisions: 84.1(2.01)—Rules for 84.1(2)(a.1); 
84.1(2.1) — Where capital gains reserve claimed; 84.1(2.2) — 
Rules for 84.1(2)(b); 252(4) — Extended meaning of “spouse”. 


History: Para. 84.1(2)(e) added by 1994; c. 7, Sch. VII (1993, c. 
24), s. 34, applicable to dispositions occurring after December 20, 
1991. 


Subparas. 84.1(2)(c)(i) to (i11) substituted, para. (d) added, by 1994, 
c. 7, Sch. II (1991, c. 49), subsecs. 63(2), (3), applicable to disposi- 
tions occurring after July 13, 1990. Subparas. (i) to (iii) formerly 
read: 


(i) the taxpayer’s spouse, 


(11) an inter vivos trust of which the taxpayer, the spouse, a 
corporation described in subparagraph (iii) or any combina- 
tion thereof is a beneficiary, or 


(iii) a corporation controlled by the taxpayer, the spouse, a 
trust described in subparagraph (ii) or any combination 
thereof 


Pre-RSC History: Para. 84.1(2)(a) and that ‘portion of para. 
84.1(2)(a.1) preceding subpara. (ii) substituted by 1988, c. 55, sub- 
secs. 57(1), (2), applicable in respect of dispositions made after May 
22, 1985. Para. 84:1(2)(a) and that portion of para. 84.1(2)(a.1) for- 
merly read: 


(a) where'a share disposed of by the taxpayer was acquired by - 
him before 1972 or was a share substituted for such a share, 
the adjusted cost base to the taxpayer of the share shall be 
deemed to be the amount that-would be its adjusted cost base 
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- to him if the Income Tax Application Rules, 1971 were read curred, of the shares of the capital stock of the: sec- 
- without reference to subsections 26(3). and (7) thereof; » ond corporation so purchased. 
(a.1) where.a share disposed of by the taxpayer was acquired Interpretation Bulletins: [T-67R3: Taxable dividends from cor- 
by him after 1971 from a person with whom he was not deal- porations resident in Canada; IT-489R: Non- arm’s length Sale of 
ing at arm’s length, or was a share substituted for such. a shares to a corporation. 
share, the adjusted cost base to the taxpayer of the share shall Advance Tax Rulings: ATR- 43: Tianeter. of shares: NTR SS: 
be deemed to be the amount, if any, by which its adjusted Amalgamation followed by sale of shares: 


cost base to him, otherwise determined, exceeds the aggre- 
gate of. 


(i) where the share or a share for which the share was 
substituted was owned at the end of 1971 by a person 
with whom the taxpayer did not deal at arm’s length, the 
amount in respect of such share equal to the amount, if 
any, by which the share’s fair market value on valuation 
day (within the meaning assigned by section 24 of the 
Income Tax Application Rules, 1971) exceeds the actual 
cost (within the meaning assigned by subsection 26(13) 
__ of those Rules) of the share, on January 1, 1972, to that 
person, and 


Para. 84.1(2)(a) substituted and paras. 84.1(2)(a.1) and (a.2) added 
by 1986, c. 6, subsec. 44(2), applicable in respect of dispositions 
made after May 22, 1985. Para. 84.1(2)(a) formerly read: 


(a) where after 1971 a taxpayer (other than a corporation) has 

acquired any share from a person with whom he did not deal 

at arm’s length, for the purposes of computing the taxpayer’s 
adjusted cost base of the share, 


(i) he shall be deemed to have acquired it at a cost st equal 
to its adjusted cost base to that person immediately 
before the acquisition thereof by the taxpayer, and 


(ii) subsection 26(5) of the Income Tax Application 
Rules, 1971 shall be read without reference to paragraph 
(c) thereof; 


Para. 84.1(2)(c) substituted by 1979, c. 5, s. 27, ee in re- 
spect of dispositions after April 10, 1978. 


Para. 84.1(2)(b) substituted, (c) added, by 1977-78, c. 32, subsec. 
19(2), applicable in respect of dispositions after April 10, 1978. 
Para. 84. 1(2)(b) formerly read: 


(b) a taxpayer who is one of a group of less than 10 persons 
who act in concert to control a corporation shall be deemed 
not to deal with the corporation at arm’s length. 


Subsec. 84.1(2) substituted by 1977-78, c. 1,-s. 39, applicable in 
respect of dispositions after March 31, 1977. Subsec. 84.1(2) for- 
merly read: 


(2) “Debt limit” defined — For the purpose of this section, 
the “debt limit” of a corporation in respect of any debt in- 
curred by it as consideration for the purchase of shares of the 
capital stock of a second i ele shall be the amount, if 
any, by which 


(a) the amount of the debt owed by the corporation at the 
time it was incurred 


exceeds 
(b) the amount if any, by which the aggregate of 


(i) the amount of the debt owed by the corporation at ~ 
the time it was incurred, and 


(ii) the fair market value, at the time the debt was. 
incurred, of any other consideration (other than 

shares of the capital stock of the corporation) given 

by the corporation for the purchase of thé shares of 

the capital stock of the second corporation, 


exceeds the lesser of 


(iii) the paid-up capital limit of the second’ corpora- 
tion at the time the debt was incurred, and 


(iv) the paid-up capital, at the time the debt was in- 
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(2.1) Idem — For the purposes of subparagraph 
(2)(a.1)(ii), where the taxpayer or an individual with 
whom the taxpayer did not deal at arm’s length (in 
this subsection referred to as the “transferor”) dis- 
poses of a share in a taxation year and claims an 
amount under subparagraph 40(1)(a)(iti) in comput- 
ing the gain for the year from the disposition, the 
amount in respect of which a deduction under sec- 
tion 110.6 was claimed in respect of the transferor’s 
gain from the disposition shall be oe to. be 
equal to the lesser of 


(a) the total of 


(i) the amount claimed under subparagraph | 


40(1)(a)Gii) by the transferor for the year in 
respect of the disposition, and. 


(ii) “of the amount deducted under section 
110.6 in computing the taxable income of the 
transferor for the year in respect of the taxable 
capital gain from the disposition, and 


-(b) 43 of the maximum amount that could have 
been deducted under section 110.6 in computing 
the taxable income of the transferor for the year 
in respect of the taxable capital gain from the dis- 
position if 


(i) no amount had been claimed by the trans- 
feror under subparagraph 40(1)(a)(iii) in com- 
puting the gain for the ee from the disposi- 
tion, and 


(ii) all amounts deducted under section 110.6 
in computing the taxable income of the trans- 
feror for the year in respect of taxable capital 
gains from dispositions of property to which 
this subsection does not apply were deducted 
before determining the maximum amount that 
could have been deducted under section 110.6 

_ in respect of the taxable capital gain oe the 
disposition, 


and, for the purposes of subparagraph ci), Ya of 
the total of all amounts determined under this 
subsection for the year in respect of other prop- 
erty disposed of before the disposition of the 
share shall be deemed to have been deducted 
under section 110.6 in computing the taxable in- 
come of the transferor for the year in respect of 
the taxable capital gain from the disposition of 
property to which this subsection does not apply, 


and, for the purposes of this subsection, where more 
than one share to which this subsection applies is 
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disposed: of *in the year, each such share shall: be 
deemed to have been separately disposed of in the 
order designated by the taxpayer in the taxpayer’s re- 
turn of income under this Part for the year. 

History: Subsec. 84.1(2.1) added by 1994, c. 7, Sch. II (1991, c. 


49), subsec. 62(4), applicable to epesions occurring after July 13, 
1990. 


(3) Addition to paid-up capital — In computing 
the paid-up capital at any time after May 22, 1985 in 
respect of any class of shares of the capital stock of a 
corporation, there:shall be added an amount equal to 
the lesser.of 


(a) the amount, if any, by which 


(1) the total of all amounts each of which is an 
amount deemed by subsection 84(3), (4) or 
(4.1) to be a dividend on shares of the class 
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paid after May 22, 1985 and betore that time 
' by the corporation 


exceeds 


(ii) the total of such dividends that would be 
determined under subparagraph (i) if this Act 
were read without reference to) paragraph 
-(1)(a), and : 


(b) the total of all amounts tan se by aaa 
(1)(a) to be deducted in computing the paid-up 
‘capital in respect of that class of shares after May 
22, 1985 and before that ‘time. 


Pre-RSC History: Subsec. 84.1(3) substituted by 1986, c. 6, sub- 
sec. 44(3), applicable in respect of dispositions made after May 22, 
1985. Subsec. 84.1(3) formerly read: | 


(3) Where ss. (1) not to‘apply — Sa ae subsec- 
tion (1), this section does not apply-in respect of any share of 
the capital stock of a subject corporation that would. otherwise 
be a subject share referred to in that subsection in respect of a 
taxpayer referred to therein, if the share was acquired by the 
taxpayer referred to therein after 1971.and it was owned after 
1971 and before the taxpayer acquired it by a person with 
- whom the taxpayer was. dealing at arm’s length. . 
Interpretation Bulletins: IT-67R3: Taxable dividends from. cor- 
porations resident:in Canada; IT-489R: Non-arm’s length sale of 
shares to a corporation. 
Pre-RSC History [s. 84. 1]: S..84.1 added by 1974- 75-16, ¢. 26, S. 
47, applicable in respect of payments made after November 18, 
1974. 
Definitions. [s. 84.1]: ‘adjusted cost. base” — 54, 248(1) 
“amount” — 248(1); “arm’s length” — 84. 1(2)(b), (d), 
84.1(2.01)(a), (c), 251(1); “child” — 70(10), 252(1); “class of 
shares” — 248(6); “control” —;:84.1(2.2)(c), (d); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “group” — 
84.1(2)(e) (to be repealed), 84.1(2.2)(a), (b); “individual” — 248(1); 
“paid-up capital” — 84.1(3), 89(1), 248(1); “person” — 248(1); 
“private corporation” — 89(1), 248(1); “resident in Canada” — 
250; “‘share” — geet); “spouse” — 252(4)(a); “taxable income” — 
2(2), -248(1);° “taxation year” — 249; “taxpayer” — 248(1); 
“trust” —104(1), 248(1);: (3): a 


84.2. (1) Computation.of paid-up capital in 
respect of particular class of shares — In 
computing the paid-up capital in respect_of any par- 
ticular class of shares of the capital stock of a corpo- 
ration at any particular time after March 31, 1977, 


(a) there shall be deducted that proportion of the 
amount, if any, by which the paid-up capital in 
respect of all of the issued shares.of the capital 
stock of the corporation on. April 1, 1977, deter- 
mined without reference to this section, exceeds 
the greater of 
(i) the amount that the paid-up capital limit of 
the corporation would have been’ on March 
31, 1977 if paragraph 89(1)(d) of the Income 
Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, as it read at that date, were 
read | without reference to; clause 
89(1)(d)(Gv.1)(F) of that Act and without ref- 
erence to all subparagraphs of paragraph 
89(1)(d) of that Act except: subparagraphs 
89(1)(d)(iv.1) and (vii) of that Act, and 


S. 84.2(3)(b) (ii) 


(ii) the paid-up capital limit of the corporation 
on March 31, 1977, 


that. the paid-up capital, on April 1, 1977, deter- 
mined without reference to this section, in respect 
of the particular class of shares: is of the paid-up 
capital on April 1, 1977,.determined without ref- 
erence. to, this section,.in respect of all of the is- 
sued and outstanding shares of the capital stock 
of the corporation; and 


__(b) there shall be added. an amount equal to the 
__lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3) 
or (4) to be a dividend on shares of the par- 
ticular class paid: by the corporation after 
March 31, 1977 and before the particular 
time: 


exceeds 


(B) the total that would i meet ie 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the amount required by paragraph (a) to be 
deducted in computing the paid-up capital of 
shares of the particular class. 

Related Provisions: 84.1 — Non-arm’s length sale of shares. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes, of Canada, 1952”). 


(2) Debt deficiency — In computing, after March 
31, 1977; the adjusted cost base to an individual of a 
debt that was owing to the individual by a corpora- 
tion on March 31, 1977, there shall be deducted the 
amount of any dividend that would have been 
deemed to have been received by the individual on 
that day if the corporation had paid the debt in full 
on that day, 


Related Provisions: 53(2)(p) — Deduction from«adjusted cost 
base; 84.2(3) Where debt converted to shares. 


(3) Idem — Where, after March 31, 1977 and 
before 1979, any debt referred to in, subsection (2) 
owing bya corporation and held by an individual on 
March 31, 1977 and continuously after that date until 


conversion; is converted into shares of a particular 


class of the capital stock of the corporation, 


(a) subsection (2) shall not apply in respect of the 
debt; and 


(b) in computing the paid-up capital in respect of 
the shares of the particular class at any particular 
time after the conversion, 


(i) there shall be deducted the amount by 
which the adjusted cost base to the taxpayer of 
the debt would, but for paragraph (a), have 
been reduced by virtue of subsection (2), and 


.-(ii) there shall be added an amount equal to 
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the lesser of 
(A) the amount, if any, by which 


(I) the total of all amounts deemed by 
subsection 84(3), (4) or (4.1) to be a 
dividend on shares of the particular 
class paid by the corporation after the 
conversion and before the particular 
time, 


exceeds 


(II) the total that would be determined 
under subclause (I) if this Act were 
read without reference to subparagraph 
(i), and 


(B) the amount required Me subparagraph 
(i) to be deducted in computing the paid- 
up capital of shares of the particular class. 


Pre-RSC History: Subcl. 84.2(3)(b)(ii)(A)(1) substituted by 1977- 
78, c. 32, s. 20, applicable after April 10, 1978, to add reference to 
subsec. 84(4.1). 


Pre-RSC History [s. 84.2]: S. 84.2 substituted by 1977-78, c. 1, 
s. 39, applicable after March 31, 1977. S. 84.2 formerly read: 


84.2 Special rules relating to shares issued or debt 
incurred before November 19, 1974 — Where a corpora- 
tion has, at any particular time before July 1976, notified the 
Minister in writing that it wishes 


(a) to have subparagraph 89(1)(d)(iv.1) sail to all 
shares, if any, issued by it before November 19, 1974, 
and 


(b) to have section 84:1 apply to all debt, if any, pide 
by it before November 19, 1974, 


the following rules apply: 


(c) subsection 89(6) shall not apply for chain purposes of 
computing the paid-up capital deficiency of the corpora- 
tion at any time after the particular time, 


(d) section 84.1 shall be read without reference to “and 
after November 18, 1974”, 


(e) the amount of any dividend that the corporation 
would, by virtue of paragraph 84.1(1)(c), be deemed. to 
have paid in respect of payments, before the particular 
time, of or on account of any debt incurred by the corpo- 
ration prior to November 19, 1974, or any debt substi- 
tuted for that debt, shall be deemed to be nil, 


(f) subparagraph 84.1(2)(b)(iii) shall be read as “the paid- 
up capital limit of the second corporation at the time the 
debt was incurred or-on November 18, 1974, where: that 
day is later’, 


(g) subparagraph 84.1(2)(b)(iv) shall be read as “the. 
paid-up capital, at the time the debt was incurred, of the 
shares of the second corporation so purchased (on the as- 
sumption that paragraph 89(1)(c) applied at that time)”, 
and 


(h) no direction shall be made under subsection 247(1) in 
respect of any amount received, after the particular time, 
by a taxpayer in respect of 


(i) any disposition of or reduction in the paid-up cap- 
ital of shares referred to in paragraph (a), or 


(ii) any payment on account of debt referred to in 
paragraph (b) or any debt substituted therefor. 


S. 84.2 added by 1974-75-76, c. 26, s. 47, applicable to 1974 et seq. 
Definitions [s. 84.2]: “adjusted cost base” —54, 248(1); 
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“amount” — 248(1); “class of shares” — 248(6); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “paid-up 
capital” — 89(1), 248(1); “share” — 248(1); “taxation year” — 
249; “taxpayer” — 248(1). 


85. (1) Transfer of property to corporation by 
shareholders [rollover] — Where a taxpayer has, 
in a taxation year, disposed of any of the taxpayer’s 
property that was eligible property to a taxable Cana- 
dian corporation for consideration that includes 
shares of the capital stock of the corporation, if the 
taxpayer and the corporation have jointly elected in 
prescribed form and in accordance with subsection 
(6), the following rules apply: 


(a) the amount that the taxpayer and the corpora- 
tion have agreed on in their election in respect of 
the property shall be deemed to be the taxpayer’s 
proceeds of disposition of the property and the 
corporation’s cost of the property; 


(b) subject to paragraph (c), where the amount 
that the taxpayer and the corporation have agreed 
on in their election in respect of the property is 
less than the fair market value, at the time of the 
disposition, of the consideration therefor (other 
than any shares of the capital stock of the corpo- 
ration or a right to receive any such shares) re- 
ceived by the taxpayer, the amount so agreed on 
shall, irrespective of the amount actually so 
agreed on by them, be deemed to be an amount 
equal to that fair market value; 


(c) where the amount that the taxpayer and the 
corporation have agreed on in their election in re- 
spect of the property is greater than the fair mar- 
Ket value, at the time of the disposition, of the 
property so disposed of, the amount so agreed on 
shall, irrespective of the amount actually so 
agreed on, be deemed to be an amount equal to 
that fair market value; 


(c.1) where the property was inventory, capital 
property (other than depreciable property of a 
prescribed class), a NISA Fund No. 2 or a prop- 
erty that is eligible property because of paragraph 
(1.1)(g) or (g.1), and the amount that the taxpayer 
and corporation have agreed on in their election 
in respect of the property is less than the lesser of 


(i) the fair market value of the property at the 
time of the disposition, and 


(ii) the cost amount to the taxpayer of the 
property at the time of the disposition, 


the amount so agreed on shall, irrespective of the 
amount actually so agreed on by them, be 
deemed to be an amount equal to the lesser of the 
amounts described in subparagraphs (i) and (ii); 


(c.2) subject to paragraphs (b) and (c) and not- 
withstanding paragraph (c.1), where the taxpayer 
carries on a farming business the income from 
which is computed in accordance with the cash 
method and the property was inventory owned in 
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connection with that business immediately before 
the particular time the property was disposed of 
to the corporation, 


(i) the amount that the taxpayer and the corpo- 
ration agreed on in their election in respect of 
inventory purchased by the taxpayer shall be 
deemed to be equal to the amount determined 
by the formula 


(Ax =) +D 


where 


A is the amount that would be included be- 
cause of paragraph 28(1)(c) in computing 
the taxpayer’s. income for: the taxpayer’s 
last taxation year beginning before the par- 
ticular time if that year had ended immedi- 
ately before the particular time, 


B is the value (determined in accordance 
with subsection 28(1.2)) to the taxpayer 
immediately before the particular time of 
the purchased inventory in respect of 
which the election is made, 


C is the value (determined in accordance 
with subsection 28(1.2)) of all of the in- 
ventory purchased by the taxpayer that was 
owned by the taxpayer in connection with 
that business immediately before the par- 
ticular time, and 


D is such additional amount as the taxpayer 
and the corporation designate in respect of 
the property, 

(ii) for the purpose of subparagraph 
28(1)(a)(i), the disposition of the property and 
the receipt of proceeds of disposition therefor 
shall be deemed to have occurred at the partic- 
ular time and in the course of carrying on the 
business, and : 


(iii) where the property is owned by the cor- 
poration in connection with a farming busi- 
ness and the income from that business is 
computed in accordance..with the cash 
method, for the purposes of section 28, 


(A) an amount equal to the’ cost to the cor- 
poration of the property shall be deemed to 
have been paid by the corporation, and 


(B) the corporation shall be deemed to 
have purchased the property for an amount 
equal to that cost, 


at the particular time and in the course of car- 
rying on that business; 


(d) where the property was eligible capital prop- 
erty in respect of a business of the taxpayer and 
the amount that, but for this paragraph, would be 
the proceeds of disposition of the property is less 
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than the least of 


(i) “3 of the ‘taxpayer’s cumulative eligible 
capital in respect of the business immediately 
before the disposition, 


(ii) the cost to’ the taxpayer of the property, 
and 


(iii) the fair market value of the property at 
the time of the disposition, 


thé’ amount agreed on by the taxpayer and the 
corporation in their election in respect of the 
property shall, irrespective of the amount-actually 
so agreed on by them, be deemed to be the least 
of the amounts described in subparagraphs (i) to 
(iil); . 

(d.1) for the purpose of determining after the time 
of the disposition the amount to be included 
under paragraph 14(1)(b) in computing the corpo- 
ration’s income, there shall be added to the 
amount otherwise determined for Q in the defini- 
tion “cumulative eligible capital” in subsection 
14(5) the amount determined by the formula 


ay Bou is IB) 
C 


where 


A. is the amount, if any, determined for Q in that 
definition in respect of the taxpayer’s business 
immediately before the time of the 
disposition, 

Bis the fair market value. immediately before 
that time of the eligible capital property dis- 
posed of to the corporation by the taxpayer, 


C is the fair market value immediately before 
that time of all eligible capital property of the 
taxpayer in respect of the business, 


D is the amount, if any, that would: be included 
under subsection 14(1) in computing the tax- 
payer’s income.as a result of the disposition if 


(i) the amounts determined for C and D in 
subparagraph 14(1)(a)(v) were zero, and 


(ii) paragraph 14(1)(b) were read as 
follows: ie 


“(b) in any other case, the excess shall 
be included in computing the tax- 
payer’s income from that business for 
that year,”, and 


E is the amount, if any, that would be included 
under subsection 14(1) in computing the tax- 
payer’s income as a result of the disposition if 
the amount determined for D in subparagraph 
14(1)(a)(v) were zero; 


(e) where the property was depreciable property 
of a prescribed class of the taxpayer and the 
amount that, but for this paragraph, would be the 
proceeds of disposition thereof is less than the 
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least of 


(i) the undepreciated capital cost to the tax- 
payer of all property of that class immediately 
before the disposition, 


(ii) the cost to the taxpayer of the property, 
and 


(iii) the fair market value of the property at 
the time of the disposition, 


the amount agreed on by the taxpayer and the 
corporation in their election in respect of the 
property shall, irrespective of the amount actually 
so agreed on by them, be deemed to be the least 
of the amounts described in. subparagraphs (i) to 
(ii1); 

(e.1) where two or more properties, att of 
which is a property described in paragraph (d) or 
each of which is a property described in para- 
graph (e), are disposed of at the same time, para- 
graph (d) or (e), as the case may be, applies as if 
each property so disposed of had been separately 
disposed of in the order designated by the tax- 
payer before the time referred to in subsection (6) 
for the filing of an election in respect of those 
properties or, if the taxpayer does not so desig- 
nate any such order, in the order designated by 
the Minister; 


(e.2) where the fair market value of the property 
immediately before the disposition exceeds the 
greater of 


(i) the fair market value, immediately after the 
disposition, of the consideration received by 
the taxpayer for the property disposed of by 
the taxpayer, and 


(11) the amount that the taxpayer and the cor- 
poration have agreed on in their election in re- 
spect of the property, determined without ref- 
erence to this paragraph, 


and it is reasonable to regard any part of the ex- 
cess as a benefit that the taxpayer desired to have 
conferred. on a person related to the taxpayer 
(other than a corporation that was a wholly 
owned corporation of the taxpayer immediately 
after the disposition), the amount that the tax- 
payer and the corporation agreed on in their elec- 
tion in respect of the property shall, regardless of 
the amount actually so agreed’ on by them, be 
deemed (except for the purposes of paragraphs 
(g) and (h)) to be an amount equal to the total of 
the amount referred to in subparagraph (ii) and 
that part of the excess; 


(e.3) where, under any of paragraphs (c.1), (d) 
and (e), the amount that the taxpayer and the cor- 
poration have agreed on in their election in re- 
spect of the property (in this paragraph referred to 
as “the elected amount’) would be deemed to be 
an amount that is greater or less than the amount 
that would be deemed, subject ‘to paragraph (c), 
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to be the elected amount under paragraph (b), the 
elected amount shall be deemed to be the greater 
of 


(i) the amount deemed by. paragraph (c,1), (d) 
or (e), as the case: may be,.to be the elected 
amount, and 


(ii) the amount deemed by decadaon (b) to be 
the elected amount; 


(e.4) where 


(i) the property is depreciable property of a 
prescribed class of the taxpayer and is a pas- 
senger vehicle the cost to the taxpayer of 
which was.more than $20,000 or such other 
amount as may be prescribed, and 


(ii) the taxpayer and-the corporation do not 
deal at arm’s length, 


the amount that the taxpayer and the corporation 
have agreed on in their election in respect of the 
property shall be deemed to be an amount equal 
to the undepreciated capital cost to the taxpayer 
of the class immediately before’ the disposition, 
except that, for the purposes of subsection 6(2), 
the cost to the corporation of the vehicle shall be 
deemed to be an amount equal to its fair market 
value immediately before the disposition; 


(f) the cost to the taxpayer of any particular prop- 
erty (other than shares of the capital stock of the 
corporation or a right to receive any such shares) 
received by the taxpayer as consideration for the 
disposition shall be deemed to be an amount 
equal to the lesser of 


(1) the fair market value of the sosHantan prop- 
erty at the time of the disposition, and 


(11) that proportion of the fair market value, at 
the time of the disposition, of the property dis- 

_ posed of by the taxpayer to the. eauporation 
that 


(A) the amount determined under sib para 
graph (i) 
is of 

(B) the fair market value, at the time of the 
disposition, of all properties (other than 
shares of ‘the capital stock of the corpora- 
tion or a right to receive any such shares) 
received by the taxpayer, as. consideration 
for the disposition; 


(g) the cost to: the taxpayer of any preferred 
shares of any class of the capital stock of the cor- 
poration receivable by the taxpayer as considera- 


tion for the disposition shall be deemed to be the 


lesser of the fair market value of those shares im- 
mediately after the disposition and that propor- 
tion of the amount, if,any, by which the proceeds 
of the disposition exceed the fair market value of 
the consideration (other than shares of the capital 
stock of the corporation or a right:to receive any 
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such shares) received ee the Arete for the dis- 
position, that 


(i) the fair market value, ‘beatae after the 
disposition, of those preferred shares of that 
Class, Phe 


is of 


(ii) the fair rare value, immediately after 
the disposition, of all preferred shares of the 
capital stock of the corporation, receivable by 

othe taxpayer as consideration for the 
disposition; 


(h) the cost to the taxpayer of any common shares 
of any class of the capital stock of the corporation 
receivable bythe taxpayer as consideration for 
the disposition shall be deemed to be that propor- 
tion of the amount, if any, by which the proceeds 
of the disposition exceed the total of the fair mar- 
ket value, at the time of the disposition, of the 
consideration (other..than shares. of the. capital 
stock of the corporation or a right to receive any 
_ such shares) received by | the. taxpayer for the dis- 
position and the cost to the taxpayer of all. pre- 
ferred shares of the capital stock of the corpora- 
tion receivable by the taxpayer as consideration 
for the disposition, that . 


(i) the fair market value, immediately after the 
disposition, of those common shares of that 
class, 


is of 
: (ii) the fair market value, immediately “after 
the disposition, of all common shares of the 
capital stock of the corporation receivable by 


the taxpayer as consideration as the MDP BL 
tion; and 


(i) where the property, so disposed of is taxable 
Canadian property of the taxpayer, all of the 
shares of the capital stock of the Canadian corpo- 
ration received by the taxpayer as consideration 
for the property shall be deemed to be taxable 
Canadian property of the taxpayer. 


Related Provisions: 13(7)(e) — Deemed maximum. capital. cost 
on non-arm’s length transfer; 13(7)(g), (h) — Maximum capital cost 
of passenger vehicles; 13(21.2)(d) — No election allowed on cer- 
tain transfers of depreciable property where u.c.c. exceeds fair mar- 
ket value; 40(3.3), (3.4) — Limitation on loss where share acquired 
by affiliated person; 51(4) — Application of 85(1) to exchange of 
convertible property; 53(4) — Effect on adjusted cost base of share, 
partnership interest or trust interest; 54.2 — Certain shares deemed 
to be capital property; 55(1) — “Permitted redemption” for butterfly 
purposes; 55(3.1)(b) — Rules where foreign vendor’s capital gain 
exempted by treaty; 69(11)— Where corporation later sells trans- 
ferred property and shelters’ gain; 85(1.1) — “Eligible property”; 
85(2) — Rollover of property to corporation from partnership; 
85(5), (5.1) — Rules on transfers of depreciable property; 85(6) — 
Time for election: 86(3) — Section 86°does not apply where 85(1) 
applies; 97(2)(a) — Rollover ‘of property to a partnership; 
138(11.5) —— Transfer of insurance business by non-resident insurer; 
142.5(9) — Transitional rule — mark-to-market property acquired 
by finaricial institution on' rollover; 256(7)(c), (d) — Whether con- 
trol of corporation acquired on rollover; 257 — Formula cannot cal- 
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culate to less than zero; Canada-U.S. tax treaty, Art. XIII:8 — 
Deferral of tax for U.S. resident transferor. 


History: The opening words of para. 85(1)(c.1) amended by 1995, 
c. 21, subsec. 53(1), applicable to dispositions occurring after Feb- 
ruary 22, 1994. The opening words of para. (c.1) formerly read: 


(c.1) where the property of the taxpayer was, inventory, capi- 
tal property (other than depreciable property .of a prescribed 
class), a NISA Fund No. 2 or a property, (other than capital 
property or an inventory) of the taxpayer that is a security or 

“debt obligation used in the year in, or held in the year in the 
‘course of, carrying on the business of insurance or lending 
money, and the amount that the taxpayer and corporation 

have agreed on, in. their election:in. respect of the property is 
less:than:the lesser of 


Para. 85(1)(d.1) amended by 1995, c. 3, s. 22, applicable to disposi- 
tions. of property in respect.of.a business that occur in a fiscal period 
of the business that ends. after February 22, 1994 otherwise than be- 
cause of an election under subsec; 25(1). Para. (d.1) formerly read: 


(d:1) for the purpose of determining after the time of the dis- 
position the amount to be included under paragraph 14(1)(b) 
in computing the corporation’s income, there,shall be added 
to the amount otherwise determined for Q in the definition 
“cumulative eligible. capital” in subsection. 14(5) the amount 
determined by the formula 

Aone. on AlDis Bun iG 


where 


A is the amount, if any, determined for Qin that sdefinitiors 
in respect of the taxpayer’s business immediately before: 
the time of ‘the disposition, 


Bis the fair market value immediately before that time of 
» the°eligible capital property disposed of to the site hs 
tion by the taxpayer, 


C “is the fair market value immediately before that time of 
all eligible capital property of the taxpayer in respect of 
the. business, 


“Dis the amount, if any, that would be included under sub- 
section 14(1) in computing the taxpayer’s income as a re- 
sult of the disposition if paragraph 14(1)(b) were read as 
follows: 


~“(b) in any other case, the excess shall be included 
in computing the popes income from that bus- 
iness for that year.’ 


E.. is the amount, if any, that would Ee deemed. under sub- 
section 14(1) to be a taxable capital gain of the taxpayer 
as a result of the disposition if clause 14(1)(a)(v)(B). were 
read as follows: 


“(B) zero” 


Fis the amount, if any, included under subsection 14(1) in 
computing the taxpayer’s.income.as.a result of the dispo- 
sition, and 


Gis the amount, if any, deemed under subsection 14(1) to 
be a-taxable capital gain of the taxpayer as a result of the 
disposition; 


Para. 85(1)(d.1) substituted by 1994, c. 21, subsec. 36(1), ademas 
to the disposition of property to. a corporation occurring after the 
beginning of its first taxation year, that begins after June 1988. That 
para. formerly read: 


(d.1) for the purpose of determining after the. time of the dis- 
position the amount to be included under paragraph 14(1)(b) 
_ in computing the corporation’s income, there shall be added 
to the amount otherwise determined for Q in the definition 
“cumulative eligible capital” in subsection 14(5) the amount 
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determined by the formula 


yas ie 5 
G: 


where 


A is the amount, if any, determined for Q in that definition 
in respect of the taxpayer’s business immediately before 
the time of the disposition, 


B is the fair market value immediately before that time of 
the eligible capital property disposed of to the corpora- 
tion by the taxpayer, and 


Cis the fair market value immediately before that time of 
all eligible capital property of the taxpayer in respect of 
the business; 

That portion of para. 85(1)(c.1) preceding subpara. (i) amended by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 35(1), to substitute 
“where the property of the taxpayer” for “where the property” and 
to add reference to “a NISA Fund No. 2”, applicable to dispositions 
occurring after 1990. 


Para. 85(1)(d.1) added by 1994, c. 7, Sch. VOI (1993, c. 24), sub- 
sec. 35(2), applicable to the disposition of property to a corporation 
occurring after the beginning of its first taxation year beginning af- 
ter June 1988. 


Para. 85(1)(c.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
64(1), applicable to dispositions occurring after July 13, 1990. 


That portion of para. 85(1)(e.2) following subpara. (ii) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 64(2), to add “(other than 
the corporation, where all of its issued shares, except directors’ 
qualifying shares, are owned by the taxpayer immediately before 
the disposition),” applicable to dispositions occurring after June 
1988. 


Pre-RSC History: That portion of subsec. 85(1) preceding para. 
(a) and that portion of para. 85(1)(c.1) preceding subpara. (i) substi- 
tuted by 1988, c. 55, subsecs. 58(1), (2), applicable to dispositions 
of property occurring after 1986. Those portions formerly read: 


85. (1) Transfer of property to corporation by sharehold- 
ers — Where a taxpayer has after May 6, 1974 disposed of 
any of his property that was a capital property (other than real 
property, an interest therein or an option in respect thereof, 
owned by a non-resident person), a Canadian resource prop- 
erty, a foreign resource property, an eligible capital property 
or an inventory (other than real property) to a taxable Cana- 
dian corporation for consideration that includes shares of the 
capital stock of the corporation, if the taxpayer and the corpo- 
ration have jointly so elected in prescribed form and within 
the time referred to in subsection (6), the following rules 


apply: 


(c.1) where the property was inventory or capital prop- 
erty (other than depreciable property of a prescribed 
class) of the taxpayer and the amount that the taxpayer 
and the corporation have agreed upon in their election in 
respect of the property is less than the lesser of 


Subpara. 85(1)(d)() amended by 1988, c. 55, subsec. 58(3), to sub- 
stitute ““/; of’ for “2 times”, applicable 


(a) in the case of a corporation, with respect to dispositions by it 
of property occurring after the commencement of its first taxa- 
tion year commencing after June 1988; and 


(b) in any other case, with respect to dispositions of property in 
respect of a business occurring after the commencement of the 
first fiscal period commencing after 1987 of the business. 


Para, 85(1)(e.2) substituted by 1988, c. 55, subsec. 58(4), applicable 
with respect to dispositions occurring after June 1988. Para. 
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85(1)(e.2) formerly read: 


(e.2) where the fair market value of the property at the time of 
the disposition exceeds the greater of 


(i) the fair market value at the time of the disposition of 
the consideration received by the taxpayer for the prop- 
erty disposed of by him, and 


(ii) the amount that the taxpayer and the corporation have 
agreed upon in their election in respect of the property, 
determined without reference to this paragraph, 


and it is reasonable to regard any portion of such excess as a 
gift made by the taxpayer to or for the benefit of any other 
shareholder of the corporation, the amount that the taxpayer 
and the corporation have agreed upon in their election in re- 
spect of the property shall, irrespective of the amount actually 
so agreed upon by them, be deemed (except for the purposes 
of paragraphs (g) and (h)):to be an amount equal to the aggre- 
gate of 


(iii) the amount referred to in subparagraph (ii), and 


(iv) the portion of such excess that may reasonably be 
regarded as a gift made by the taxpayer to or for the ben- 
efit of any other shareholder of the corporation; 


Para. 85(1)(e.4) added by 1988, c. 55, subsec. 58(5), applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 


All that portion of subsec. 85(1) preceding para. (a) amended by 
1985, c. 45, subsec. 41(1), applicable to 1984 et seq., to substitute 
“non-resident person), a Canadian resource property, a foreign re- 
source property,” for “non-resident), a property referred to in sub- 
section 59(2),”. 


All that portion of subsec. 85(1) preceding para. (a) substituted by 
1980-8 1-82-83, c. 48, subsec. 45(1), applicable with respect to dis- 
positions of property occurring after December 11, 1979 except that 
in its application to dispositions occurring before August 29, 1980, 
subsection 85(1) shall be read without reference therein to the ex- 
pression “an interest therein”. That portion formerly read: 


85. (1) Where a taxpayer has, after May 6, 1974, disposed of 
any property that was a capital property (other than real prop- 
erty or an option in respect thereof owned by a non-resident), 
an eligible capital property, an inventory other than real prop- 
erty or a property referred to in subsection 59(2) of the tax- 
payer to a Canadian corporation for consideration including 
shares of the capital stock of the corporation, if the taxpayer 
and the corporation have jointly so elected in prescribed form 
and. within the time referred to in subsection (6), the follow- 
ing rules apply: 


All that portion of para. 85(1)(e.3) preceding subpara. (i) substituted 
by 1977-78, c. 1, subsec. 40(1), applicable to dispositions of prop- 
erty after May 6, 1974 


All that portion of subsec. 85(1) preceding para. (a), paras. 85(1)(d), 
(e), (i) substituted, subsecs. 85(1)(c.1), (e.1)-(e.3) added by 1974- 
75-76, c. 26, subsecs. 48(1)-(3), applicable to dispositions of prop- 
erty after May 6, 1974. That portion and paras. 85(1)(d), (e), (i) for- 
merly read: , 


85. (1) Transfer of property to corporation by controlling 

shareholder — Where a taxpayer has, after 1971, disposed 
of any property that was a capital property or eligible capital 
property of the taxpayer or a property referred to in subsec- 
tion 59(2) of the taxpayer to a Canadian corporation, and im- 
mediately after the disposition owned not less than 80% of 
the issued shares of each class of the capital stock of the cor- 
poration, if the taxpayer and the corporation have jointly so 
elected in prescribed form and within prescribed time the fol- 
lowing rules apply: 
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(d) where the property was eligible capital property in re- 
spect of a business of the taxpayer and the amount that, 
but for this paragraph, would be the proceeds of disposi- 
tion thereof is less than the least of 


(i) 2 times the taxpayer’s cumulative eligible capital 
in respect of the business immediately before the 
disposition, pads 

(ii) the cost to the taxpayer of the property, and 


(iii) the fair market value of the property at the time 
of the disposition, 


the amount agreed upon by the taxpayer and the corpora- 
tion in their election in respect of the property shall, irre- 
spective of the amount actually so agreed upon by them, 
and notwithstanding paragraphs (b) and (c), be deemed to 
be the least of the amounts described in subparagraphs (i) 
to (111); 

(e) where the property. was depreciable property of a pre- 
scribed class of the taxpayer and the amount that, but for 
this paragraph, would be the proceeds of disposition 
thereof is less than the least of 


(i) the undepreciated capital cost to the taxpayer of 
all property of that class immediately before the 
disposition, 


(ii) the cost to the taxpayer of the property, and 


(iii) the fair market value of the property at the time 
of the disposition, 


the amount agreed upon by the taxpayer and the corpora- 
tion in their election in respect of the property shall, irre- 
spective of the amount actually so agreed upon by them, 
and notwithstanding paragraphs (b) and (c), be deemed to 
be the least of the amounts described in subparagraphs (1) 
to (iii); 

(i) for greater certainty, where the application of this sub- 
section résults in’ a‘capital loss of the taxpayer from the 
disposition of any property, subsection (4) is applicable. 


All that portion of subsec. 85(1) preceding para. (a) substituted by 
1973-74, c. 14, subsec. 25(1), applicable with respect to dispositions 
made after 1971. 


Selected Cases [subsec. 85(1)]: Deconinck v, The Queen, 
[1990] 2 C.T.C. 464 (FCA) (Particulars provided in statement of 
claim on appeal too late to cause finding of erroneous assessment 
based on. vague election form). 


Regulations: 7307(1) (prescribed amount for 85(1)(e.4)(i)). 


1.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 


interpretation Bulletins: IT-188R: Sale of accounts receivable; 
IT-217R: Depreciable property owned on December 31, 1971; IT- 
243R4: Dividend refund to private corporations; IT-291R2: Trans- 
fer of property to a corporation under subsection 85(1); IT-427R: 
Livestock of farmers; IT-433R: Farming or fishing — use of cash 
method: IT-457R: Election by professionals to exclude work in pro- 
gress from income; IT-489R: Non-arm’s length sale of shares to a 
corporation; IT-521R: Motor vehicle expenses claimed by self-em- 
ployed individuals; IT-522R: Vehicle, travel and sales expenses of 
employees. 


Information Circulars: 76-19R3: Transfer of property to’a corpo- 
ration under section 85; 81-11R3: Corporate instalments; 88-2, pa- 
ras. 9, 10, 13, 14, 22: General anti-avoidance rule — section 245 of 
the Income Tax Act; 88-2 Supplement, paras. 3, 8: General anti- 
avoidance tule — section 245 of the Income Tax Act; 89-3: Policy 
statement on business equity valuations. qi ; 


.T. Technical News: No. 3 (section 85 — Dale case); No. 7 


S. 85(1.1) 


(rollovers of capital property — Mara,Properties). 


Advance Tax Rulings: ATR-6: Vendor reacquires business as- 

sets following default by purchaser; ATR-7: Amalgamation involv- 
ing losses and control; ATR-19: Earned depletion base and cumula- 

tive Canadian development expense; ATR-25: Estate freeze; ATR- 

27: Exchange and acquisition of interests in capital properties 

through rollovers and winding-up (“butterfly”); ATR-28: Redemp- 

tion of capital stock of family farm corporation; ATR-32: Rollover 
of fixed assets from Opco into Holdco; ATR-35: Partitioning of as- 

sets to get specific ownership — “butterfly”; ATR-36: Estate freeze, 
ATR-42: Transfer of shares; ATR-55: Amalgamation followed by 
sale of shares; ATR-57: Transfer of property for estate planning 
purposes; ATR-58: Divisive’ reorganization; ATR-70: Distribution’ 
of taxable Canadian property by a trust to a non-resident. 


Forms: T2057: Election on disposition of property by a taxpayer to 
a taxable Canadian corporation. ore: 
(1.1) Definition of “eligible property” — For the 
purposes of subsection (1), “eligible property” 


means 


(a) a capital property (other than real property, or: 
an interest in or an option in respect of real prop-’ 
erty, owned by a non-resident person); 


(b) a capital property that is real property, or an 

" interest in or an option in respect of real property, 
owned by a non-resident insurer where that prop- 
erty and the property received as consideration 
for that property are designated insurance prop- 
erty for the year; 


(c) a Canadian resource property, 
(d) a foreign resource property; 
(e) an eligible capital property; 


(f) an inventory (other than real property, an in- 
terest in real property or an option in respect of 
real property); 


(g) a property that is a security or debt obligation 
used. by the taxpayer in the year in, or held by it 
in the year in the course of, carrying on the busi- 
ness of insurance or lending money, other than 


(i) a capital property, 
(ii) inventory, or: 


(iii) where the taxpayer is a financial institu- 
tion in the year, a mark-to-market property for 
the year; 


(g.1) where the taxpayer is a financial institution 
in the year, a specified debt obligation (other than 
‘a mark-to-market property of the taxpayer for the 
year); sig 
(h) a capital property that is.real property, an in- 
terest in real property or an option in respect of 
real property, owned by a non-resident person 
~ (other than a non-resident insurer) and used in the 
year in a business carried on in Canada by that 
person; or ; 


(i) a NISA Fund No. 2. 


Related Provisions: 85(1.2) — Limitation on 85(1.1)(h) — ap- 
plication; 248(4) — Interest in real property includes a leasehold in- 
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terest but not a security interest. 

History: Para. 85(1.1)(b) amended by 1997, c. 25, s. 17, applicable 

to dispositions that occur in an insurer’s 1997 or subsequent taxa- 

tion year. Para. (b) formerly read: 
(b) a capital property that is real property or an interest in or 
an option in respect of real property, owned by a non-resident 
insurer where that property and the property received as con- 
sideration for that property are property used by it in the year 
in, or held by it in the year in the course of (within the mean- 
ing assigned by subsection 138(12)), carrying on an insurance 
business in Canada; 

Para. 85(1.1)(g) amended, and para. (g.1) added, by 1995, c. 21, 

subsecs. 53(2), (3); para. (g) applicable to dispositions occurring in 

taxation years that begin after October 1994, and para. (g.1) applica- 

ble to dispositions occurring after February 22, 1994. Para. (g) for- 

merly read: 
(g) a property (other than a capital, property or an inventory) 
that is a security or debt obligation used by the taxpayer in 
the year in, or held by it in the year in the course of, carrying 
on the business of insurance or lending money; 

Para. 85(1.1)(f) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 

sec. 35(3), applicable to dispositions. occurring after December 20, 

1991. Para. (f) formerly read: 


(f) an inventory (other than real property); 


Para. 85(1.1)(1) added by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 
35(4), applicable to dispositions occurring after 1990. 
Para. 85(1.1)(h) added by 1994, c. 7, Sch. I (1991, c. 49), subsec. 
64(3), applicable to my 
(a) dispositions occurring after 1989, and 
(b) dispositions occurring after 1984 where the taxpayer is a 
resident of a country with which Canada has a tax treaty and a 
provision of that treaty. that was prescribed for the purposes of 


section 115.1 of the Act was effective at the time the disposi- 
tion occurred. 


Pre-RSC History: Subsec. 85(1.1) added by 1988, c. 55, subsec. 
58(6), applicable to dispositions of property occurring after 1986. 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1). 


Pre-RSC History [former subsec. 85(1.1)]: Former subsec. 
85(1.1) repealed by 1984, c. 45, subsec. 26(1), applicable with re- 
spect to dispositions of property made after February 15, 1984. Sub- 
sec. 85(1.1) formerly read: 


(1.1) Exception to subsection (1) — Subsection (1) does 
not apply with respect to any disposition by a taxpayer of any 
of his property referred to in subsection 59(2) if the corpora- 
tion to which the property was disposed of has carried on any 
business before the disposition. 


Subsec. 85(1.1) added by 1973-74, c. 14, subsec. 25(2), applicable 
with respect to dispositions made after 1971. 


(1.2) Application of subsec. (1) — Subsection 
(1) does not apply to a disposition by a taxpayer to a 
corporation of a property referred to in paragraph 
(1.1)(h) unless 


(a) immediately after the disposition, the corpora- 
tion is controlled by the taxpayer, a person or per- 
sons related (otherwise than because of a right re- 
ferred to in paragraph 251(5)(b)) to the taxpayer 
or the taxpayer and a person or persons so related 
to the taxpayer; 


(b) the disposition is part of a transaction or se- 
ries of transactions in which all or substantially 
all of the property used in the business referred to 
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in paragraph (1.1)(h) is disposed of by the tax- 
payer to the corporation; and 

(c) the disposition is not part of a series of trans- 
actions that result in control of the corporation 
being acquired by a person or group of persons 
after the time that is immediately after the 
disposition. 

Related Provisions: 256(7)-(9) — Whether control acquired. 


~ oe ee 


History: Subsec. 85(1.2) added by 1994, c. 7, Sch. II (1991, c. 49), | 


subsec. 64(4), applicable to 
(a) dispositions occurring after 1989, and 
(b) dispositions occurring after 1984 where the taxpayer is a 
resident of a country with which Canada has a tax treaty and a 
provision of that treaty that was prescribed for the purposes of 
section 115.1 of the said Act was effective at the time the dispo- 
sition occurred, 


(1.3) Meaning of “wholly owned corpora- 
tion” — For the purposes of this subsection and par- 
agraph (1)(e.2), “wholly owned corporation” of a 
taxpayer means a corporation all the issued and out- 
standing shares of the capital stock of which (except 
directors’ qualifying shares) belong to 


(a) the taxpayer; 


(b) a corporation that is a wholly owned corpora- 
tion of the taxpayer; or 


(c) any combination of persons described in para- 
graph (a) or (b). 
History: Subsec. 85(1.3) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 64(4), applicable to dispositions occurring after June 1988. 


(1.4) Definitions — For the purpose of subsection 
(1.1), “financial institution”, “mark-to-market prop- 
erty” and “specified debt obligation” have the mean- 
ings assigned by subsection 142.2(1). 


History: Subsec. 85(1.4) added by 1995, c. 21, subsec. 53(4), ap- 
plicable to dispositions occurring after February 22, 1994. 


(2) Transfer of property to corporation from 
partnership — Where, after May 6, 1974, 


(a) a partnership has disposed of any partnership 
property that was a capital property (other than 
real property, or an interest in or an option in re- 
spect of real property, owned by a partnership 
that was not a Canadian partnership at the time of 
the disposition), a Canadian resource property, a 
foreign resource property, an eligible capital 
property, an inventory (other than real property) 
or a property (other than a capital property or an 
inventory) that is a security or debt obligation 
used by it in the year in, or held by it in the year 
in the course of, carrying on the business of in- 
surance or lending money to a taxable Canadian 
-corporation for consideration that includes shares 
of the capital stock of the corporation, and 
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(b).the corporation-and-all-the members of the 
partnership have jointly so elected, in prescribed 
form and within the time referred to in subsection 


(6), 


paragraphs (1)(a) to () are applicable, oii such 
modifications as the circumstances require, in re- 
spect of the disposition as if the partnership were a 
taxpayer resident in Canada who had pennies of the 
_ property to the corporation. 


Related Provisions: 13(21.2)(d) — No election allowed on ‘cer- 
tain transfers of depreciable property where u.c.c. exceeds ‘fair mar- 
ket value; 40(3.3), (3.4) — Limitation on loss where share acquired 
by affiliated person; 51(4) — Application of 85(2) to exchange of 
convertible property; 54.2 — Certain shares deemed to be capital 
property; 69(11)— Where corporation later sells transferred prop- 
erty: and’ shelters. gain; .85(3)) — Where partnership wound up; 
85(5) Rules on transfers of depreciable property; 85(5.1) — 
Rules on transfers of depreciable property; 85(6) — Time for elec- 
tion; 86(3) — Section 86 does not apply where. 85(2) applies; 

248(4) — Interest in real property; Canada-U.S. tax treaty, Art. 
XIIl:8 —-Deferral of tax for U.S. resident transferor. 


Pre-RSC History: Para. 85(2)(a) substituted by 1988, c. 55, sub- 
séc. 58(7), applicable to dispositions of i occurring after 
1986. Para: 85(2)(a) formerly read: 


(a) a partnership has disposed of any partnership property that 
was a Capital property (other than real property, an interest 
therein or-an option in respect thereof,,owned by a partner- 
ship that was not a Canadian partnership, at the time of the 

__ disposition), a Canadian resource property, a foreign resource 
property, an eligible ‘capital ‘property or-an inventory: (other 
that real property) to a taxable Canadian corporation for con- 
sideration that includes shares of the capital-stock of the cor- 


S. 85(2) 


poration, and 


Para: 85(2)(a) amended by 1985, e: 45, ted 41(2), ahilaeadslet re 
taxation years commencing after, 1984, to Substitute « ‘a Canadian re 
source property, a foreign resource property,” for “a property. Te- 
ferred to in subsection 59(2)”. 


That portion of subsec. 85(2) following para. (b) substituted by 
1984, c. 45, subsec. 26(2), applicable with respect to dispositions of 
property made after February 15, 1984. That baring me subsec. 
85(2): formerly read as follows: © 


paragraphs (1)(a) to (i) and subsection (a 1) are annie in 
_ respect of the disposition mutatis mutandis, as if the partner- 
. ship were a taxpayer resident in Canada. who had Sena of 
the property to the corporation. 


Barat 85(2)(a) substituted by 1980-81-82-83, c. 48, subsec. 45(2), 
applicable with respect to dispositions of property occurring after 


- December 11, 1979 except that in its application to dispositions oc- 


curring before August 29, 1980, paragraph 85(2)(a) shall be read 
without reference therein to the expression “an interest therein”. 
Para. 85(2)(a) formerly read: 


(a) a partnership has disposed of any partnership property that 
was a capital property (other than real property or an interest 
therein owned by’a partnership that was not a Canadian part- 
nership at the time of the disposition), an eligible capital 
property, an inventory other than real property or a property 
referred. to in subsection 59(2) of the partnership to .a Cana- 
dian corporation for, consideration, including shares. of the 
capital stock of the corporation, and 


Subsecs. 85(2) substituted, 85(2.1) repealed by 1974-75-76, c. 26, 
subsec. 48(4), applicable to dispositions of property alter May 6, 
1974. Subsecs. 85(2), (2.1) formerly read: 


(2) Where, after 1971, 


(a) any partnership property that was a a capital property or 
eligible capital property of a partnership or a property re- 
ferred to in subsection 59(2) of a a ie i has been 
disposed of to’a Canadian corporation, 


(b) immediately after the disposition, not less than 80% 
of the issued shares of each class. of the capital stock of 
the corporation was partnership property, and 


(c) the corporation and all the members of the partnership 
have so elected in respect of the disposition, in prescribed 
form and within prescribed time, 


paragraphs (1)(a) to (i) are applicable in respect of the. dispo- 
sition mutatis mutandis as if the partnership were a taxpayer 
resident in Canada who had disposed a the Bue to the 
corporation. 


(2.1) Subsection (2) does not apply with respect to any dibpo- 
sition by a partnership of any partnership property referred ‘to 
in subsection 59(2) if the corporation to which the property 
was disposed of has carried on any business before the 
disposition. 


Para. 85(2)(a) substituted by 1973-74, c. 14, subsec. 25(3), applica- 
ble with respect to’ dispositions made after 1971. 


Former subsec. 85(2.1) added by 1973-74, c. 14, subsec. 25(4), ap- 
plicable with respect to dispositions made after 1971. 

1.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 


Interpretation Bulletins: IT-217R: Depreciable property owned 
on December 31, 1971; IT-378R: Winding-up of a partnership; IT- 
457R: Election by professionals to exclude work in progress from 
income. 

Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85;.81-11R3: Corporate instalments. 


Forms: T2058: Election on disposition of property by a partnership 
to a taxable Canadian corporation. 
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(2.1) Computing paid-up capital — Where sub- 
section (1) or (2) applies to a disposition of property 
(other than a disposition of property to which section 
84.1 or 212.1 applies) to a corporation by a person or 
partnership (in this subsection referred to as the 
“taxpayer’), 
(a) in computing the paid-up capital in respect of 
any particular class of shares of the capital stock 
of the corporation at the time of, and at any time 
after, the issue of shares of the capital stock of 
the corporation in consideration for the disposi- 
tion of the property, there shall be deducted an 
amount determined by the formula 


(A Bees 
i A 


where 


A is the increase, if any, determined without ref- 
erence to this section as it applies to the dispo- 
sition of the property, in the paid-up capital in 
respect of all the shares of the capital stock of 
the corporation as a result of the acquisition 
by the corporation of the property, 


B is the amount, if any, by which the corpora- 
tion’s. cost of the property, immediately after 
the acquisition, determined under subsection 
(1) or (2), as the case may be, exceeds the fair 
market value, immediately after the acquisi- 
tion, of any consideration (other than shares of 
the capital stock of the corporation) received 
by the taxpayer from the corporation for the 
property, and 


C is the increase, if any, determined without ref- 
erence to this section as it applies to the dispo- 
sition of the property, in the paid-up capital in 
respect of the particular class of shares as a 
result of the acquisition by the corporation of 
the property; and 

(b) in computing the paid-up capital, at any time 

after November 21, 1985, in respect of any class 

of shares of the capital stock of a corporation, 
there shall be added an amount equal to the lesser 
of 
(i) the amount, if any, by which 
(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 


that class paid after November 21, 1985 
and before that time by the corporation 


exceeds 


(B) the total of such dividends that would 
be determined under clause (A) if the Act 
were read without reference to paragraph 
(a), and st 


(11) the total of all amounts required: by para- 
graph (a) to be deducted in computing: the 
paid-up capital in respect: of that class of 
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shares after November 21, 1985 and before 
that time. 
Related Provisions: 257 — Formula cannot calculate to less than 
zero. 
History: All that portion of subsec. 85(2.1} preceding the formula 
in para. (a) substituted by 1994, c. 21, subsec. 36(2), applicable to 
dispositions occurring after November 21, 1985 and, notwithstand- 
ing subsections 152(4) to (5), such assessments and determinations 
in respect of any taxation year may be made as are consequential on 
the application of the provision, as amended, to dispositions occur- 
ring before 1993. That portion of the subsec. formerly read: 


(2.1) Computation of paid-up capital — Where subsection 
(1) or (2) has been applicable in respect of a disposition to a 
corporation, after November 21, 1985, of property (other than 
a disposition of property in respect of which section 84.1 or 
212.1 applies) by a person or partnership (in this subsection 
referred to as the “taxpayer”), the following rules apply: 
(a) in computing the paid-up capital, at any time after the 
disposition of the property, in respect of any particular 
class of shares of the capital stock of the corporation, 
there shall be deducted an amount determined by the 
formula — 


Pre-RSC History: Subsec. 85(2.1) added by 1986, c. 6, s. 45, 
applicable for the purpose of computing paid-up capital of shares 
after November 21, 1985. (For history of former subsec. 85(2.1) see 
history under subsec. 85(2).) 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1). 


Advance Tax Rulings: ATR-28: Redemption of capital stock of 
family farm corporation; ATR-32: Rollover of fixed assets from 
Opco into Holdco; ATR-35: Partitioning of assets to get specific 
ownership — “butterfly”; ATR-36: Estate freeze;. 


(3) Where partnership wound up — Where, 


(a) in respect of any disposition of partnership 
property of a partnership to a corporation, subsec- 
tion (2) applies, 

(b) the affairs of the partnership were wound up 
within 60 days after the disposition, and 


(c) immediately before the winding-up there was 
no partnership property other than money or 
property received from the corporation as consid- 
eration for the disposition, 


the following rules apply: 


(d) the cost to any member of the partnership of 
any property (other than shares of the capital 
stock of the corporation or a right to receive any 
such shares) received by the member as consider- 
ation for the disposition of the member’s partner- 
ship interest on the winding-up shall be deemed 
to be the fair market value of the property at the 
time of the winding-up, 


(e) the cost to any member of the partnership of 
any preferred shares of any class of the capital 
stock of the corporation receivable by the mem- 
ber as consideration for the disposition of the 
member’s partnership interest on the winding-up 
shall be deemed to be 


(i) where any common shares of the capital 
stock of the corporation were also receivable 
by the member as consideration for the dispo- 
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sition of the interest, the lesser of 


(A) the fair market value, immediately af- 
ter the winding-up, of the preferred shares 
of that class'so receivable by the member, 
and 


(B) that proportion of the amount, if any, 
by which the adjusted cost base to the 
member of the member’s partnership inter- 
est immediately before the winding-up ex- 
ceeds the total of the fair market value, at 
the time of the winding-up, of the consid- 
eration (other than shares of the capital 
stock of the corporation or a right to re- 
ceive any such shares) received by the 
member for the disposition of the interest, 
that 


(I) the fair market value, immediately 
after the winding-up, of: the preferred 
shares of that class so receivable by the 
member, 
is of 

“(ID the fair market value, immediately 
after the winding-up, of all preferred 
shares of the capital stock of the corpo- 
ration receivable by the member as 
consideration for the disposition, and 


(ii) in any other case, the amount determined 
under clause (i)(B), 


(f) the cost to any member of the partnership of 
any common shares of any class of the capital 
stock of the corporation receivable by the mem- 
ber as consideration for the disposition of the 
member’s partnership interest on the winding-up 
shall be deemed to be that proportion of the 
amount, if any, by which the adjusted cost base to 
the member of the member’s partnership interest 
immediately before the winding-up exceeds the 
total of the fair market value, at the time of the 
winding-up, of the consideration (other than 
shares of the capital stock of the corporation or a 
right to receive any such shares) received by the 
member for the disposition of the interest and the 
cost to the member of all preferred shares of the 
capital stock of the corporation receivable by the 
member as consideration for the disposition of 
the interest, that 


(i) the fair market value, immediately after the 
winding-up, of the common shares of that 
class so receivable by the member, 

is of 
(ii) the fair market value, immediately after 
the winding-up, of all common shares of the 
capital stock of the corporation so receivable 
by the member as consideration for the 
disposition, 

(g) the proceeds of disposition of the partnership 

interest of any member of the partnership shall be 
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deemed to be the cost to the member of all shares 
and property receivable or received by the mem- 
ber as consideration for the disposition of the in- 
terest plus the amount of any money received by 
the member as consideration for the disposition, 
and 


(h) where the partnership has distributed partner- 
ship property referred to in paragraph (c) to a 
member of the partnership, the partnership shall 
be deemed to have disposed of that property for 
proceeds equal to the cost amount to the partner- 
ship of the property immediately before its 
distribution. | 
Pre-RSC History: Para. 85(3)(h) added by 1973-74, c. 14, subsec. 
25(5), applicable with respect to distributions of partnership prop- 
erty received as consideration for dispositions made after 1971. 
Related Provisions: 98(2) — Deemed proceeds; 98(4) — Wind- 
ing-up of partnership. 
I.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). Roe 


Interpretation Bulletins: IT-217R: Depreciable property owned 
on December 31, 1971; IT-242R: Retired partners; IT-338R2: Part- 
nership interests — effects on adjusted cost base resulting from the 
admission or retirement of a partner; IT-378R: Winding-up of a 
partnership; IT-457R: Election by professionals to exclude work in 
progress from income. 


(4) Loss from disposition to controlled cor- 
poration — Where a taxpayer or a partnership (in 
this subsection referred to as the “taxpayer”) dis- 
poses of any capital property (other than depreciable 
property of a prescribed class) of the taxpayer or eli- 
gible capital property in respect of a business of the 
taxpayer in respect of which the taxpayer would, but 
for this subsection, be permitted a deduction under 
paragraph 24(1)(a), to a corporation that immedi- 
ately after the disposition is controlled, directly or 
indirectly in any manner whatever, by the taxpayer, 
by the spouse of the taxpayer or by a person or group 
of persons by whom the taxpayer is controlled, di- 
rectly or indirectly in any manner whatever, 
(a) notwithstanding any other provision of this 
Act, 
(i) the capital loss therefrom, and 
(ii) any deduction under paragraph 24(1)(a) in 
" respect of the business in computing the tax- 
payer’s income for the taxation year in which 
the taxpayer ceased to carry on the business 


_shall be deemed to be nil; and 


(b) except where the property so disposed. of was, 
immediately after the disposition, an obligation 
that was payable to the corporation by another 
corporation that is related to the corporation or by 
a corporation or a partnership that would be re- 
lated to the corporation if paragraph 80(2)Q) ap- 
plied for the purpose of this paragraph, in com- 
puting the adjusted cost base to the taxpayer of 
all shares of any particular class of the capital 
stock of the corporation owned by the taxpayer 
immediately after the disposition, there shall be 
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added that proportion of the amount, if any, by 
which 
(i) the cost amount to the taxpayer immedi- 
ately before the disposition of the property sO 
disposed of, 


exceeds the total of 


(ii) the taxpayer’s proceeds of disposition of 
the property or, where the property is an eligi- 
ble capital property, the taxpayer’s eligible 
capital amount resulting from the disposition 
of the property, and 


(ii.1) where the property disposed of by the 
taxpayer is a share of the capital stock of a 
corporation, the total of all amounts each of 
which is an amount that, but for paragraphs 
(a) and 40(2)(e), would be deducted 


(A) under subsection 93(2) or 112(3) or 
(3.2) in computing a loss of the taxpayer 
from the disposition, or 


(B) where the taxpayer is a partnership, by 
a corporation that is a member of the part- 
nership under subsection 112(3.1) in com- 
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puting its share of the loss of the partner- 
ship from the disposition, 
that 
(iii) the fair market value, immediately after 
the disposition, of all shares of that class so 
owned by the taxpayer, 
is of 
(iv) the fair market value, immediately after 
the disposition, of all shares of the capital 


stock of the corporation so owned by the 
taxpayer. 


Related Provisions: 40(2)(e), (g) — Other limitations on capital 
loss; 40(2)(e.1) — Loss on disposition of debt owing by related per- 
son deemed nil; 53(1)(f.1), (f.2) — Additions to adjusted cost base; 
54“superficial loss”(e) — Superficial loss rule does not apply; 
69(5)(d) — No application where property appropriated by. share- 
holder on winding-up; 80.01(8)-—— Deemed settlement after debt 
parking; 93(2) — Loss limitation on disposition of share; 97(3), 
(3.1) — Property acquired from majority interest partner; 112(3), 
(3.1) — Loss on share that is capital property; 252(4) — Extended 
meaning of “spouse”; 256(5.1) — Controlled POE or ice 
rectly — control in fact. 


History: The opening words of para. 85(4)(b) amended by 1995, c. 
21, s. 28, applicable to property disposed of after July 12, 1994, 
other than property disposed of pursuant to an agreement in writing 
entered into. before July 13, 1994. The opening words formerly 
read: 


(b) in computing the adjusted cost base to the taxpayer of all 
shares of any particular class of the capital stock of the corpo- 
ration owned by the taxpayer immediately after the disposi- 
tion, there shall be added that proportion of the amount, if 
any, by which 


The opening words of para. 85(4)(b) substituted by 1994, c. 21, sub- 
sec. 36(3), applicable 


(a) in the case of a corporation, to dispositions by it of property 
occurring after the beginning of its first taxation year that be- 
gins after June 1988; and 


(b) in any other case, to dispositions of property in respect of a 
business occurring after the beginning of the first fiscal period, 
that begins after 1987, of the business. 


The opening words of that para. formerly read: 


(b) in computing the adjusted’ cost base to the taxpayer of all 
shares of any particular class of the capital stock of the corpo- 
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_ ration owned by, the taxpayer immediately after the disposi-: . 
tion, there shall be added, in the case of capital property, the 
amount that is equal to, and in the case of eligible capital 
property, “/s of the amount that is equal to, that proportion of 
the’ amount, if any, by which 


3 


That portion of subsec. 85(4) preceding para. (b) ‘substituted by 
1994, c. 7, Sch: IT (1991, c. 49), subsec. 64(5), applicable to: singe 
- occurring after July: 13, 1990. That portion formerly read? 


~ (4) Where logs from disposition of property to controlled 
corporation — Where a taxpayer or a partnership (in this’ 
_,subsection referred to as the taxpayer) has,,after May 6, 1974, 
disposed of any capital property or eligible, capital property of 
the taxpayer to a corporation that, immediately after the dis- 
“position, was’ controlled, directly ‘or indireetly in any. manner 
» whatever, by the taxpayer, by the spouse of the taxpayer or by 
a person.or group of persons by whom the taxpayer.was con- 
trolled, directly or indirectly.in any manner whatever, and, 
~~ but for this subsection, subsection 24(2) and paragraphs 
40(2)(e) and (g), the taxpayer would have had a capital loss 
- therefrom: ora deduction: pursuant to paragraph 24(1)(a) in 
.. computing the taxpayer's. income for the taxation. year..in 
Eek. -which the taxpayer ceased to carry on a business, as the case 
| _may be, the following rules apply: 


oie (a) notwithstanding section 24 and parapranhs 40(2)(e) 
ae and (g), the taxpayer’s capital loss therefrom, or the tax- 
-payer’s deduction pursuant to paragraph 24(1)(a) in com- 
puting the taxpayer’ s income for the taxation yeat in 
which the taxpayer ceased to carry on the business, as the 
case may be, otherwise determined shall be deemed to be 

nil; and 


That portion, of para. -85(4)(b). between anges (i) and (iii) a oti 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 64(6), applicable 
with respect to dispositions occurring after July 13, 1990. That por- 
tion formerly. read:. 


exceeds ~ 

‘i (Gi) the taxpayer’s proceeds of disposition of the ‘property 
or, where the property: was an eligible capital property, 
the taxpayer’s eligible capital amount, as a result. of the 
disposition of that property 


that 


Pre-RSC History: That portion of para. 35(4)(b) preceding sub- 
para. (i) amended by 1988, c. 55, subsec. eat to substitute ““/s of’ 
for “twice”; applicable 


(a)-in the ‘case Of a corporation, with respect to dispositions by it 
of property occurring ‘after the: commencement of its first taxa- 
tion year commencing after June, 1988; and 


(b) in any other case, with respect to dispositions of property in 
respect of a business occurring after the commencement of the 
first fiscal period commencing after 1987 of the business. 


Subsec. 85(4) substituted by 1974-75-76, c. 26, subsec. 48(5), appli- 
cable to dispositions of property after May 6, 1974. Subsec. 85(4) 
formerly read: 


(4) Where capital loss from disposition of property’ to 
controlled.corporation — Where a taxpayer has, after 1971, 
disposed of any capital property of the taxpayer to a corpora- 
tion that, immediately, after the disposition, was controlled, .. 
directly or indirectly in any manner whatever, by the taxpayer 
or by a person or group of persons by whom the. taxpayer was, 
controlled directly or indirectly in any manner whatever, and, . 
but for this subsection, the taxpayer would have had a capital 
loss therefrom, the following rules apply: | 


(a) his capital loss, therefrom otherwise determined. shall , 
be deemed to be nil; 

(b) where, immediately after the disposition,;the taxpayer 
owned any*common shares of any. class of the capital 
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-stock of the corporation, in computing the adjusted cost .. 
~ base to him of all common shares of that class owned by 
‘him immediately after the disposition there shall be ad-— 
‘ded that proportion of the amount, ‘if any, by which the 
“adjusted cost base to him, immediately before the dispo- 
sition, of the. property SO disposed: oF ‘exceeds his pro- | 
ceeds of the disposition; that. 


(i) the fair market value, mmediately. after the dispo-_ 
sition, of all common shares of that class so owned 
by om, ee 
is of aa See 
_ (ii) the fat Latkes value, ‘immediately after the dis- 
position, of all common shares of the capital stock of 
the corporation owned by him ey after the 
- disposition; and rea . 


(c) where, immediately after the fe aon, the taxpayer 
owned no common shares of any class of the capital 
stock of the corporation, in computing the adjusted cost 
base to him of all preferred shares of any class of the cap- 
ital stock of the corporation owned. by. him at that time, . 
there shall be added that proportion | of the amount, if any, 
by which the adjusted” ‘cost base to him, ‘immediately 
before the disposition, of the property: so disposed ‘of ex- © 
ceeds his proceeds of the’ disposition, that 


(i) the fair market value, immediately after the dispo- ’ 
‘sition, of all prefemed qhares ofthat class so owned: 
"> byshim, A nt YR 

is of 
(ii) the fair market value, immediately after the dis- 
position, of all preferred s shares of the capital stock of : 


the corporation owned by him Pn ie after the 
disposition. 


| 1.T. Application Rules: PEMD (where. property.owned 


since June.18, 1971). 


Interpretation Bulletins: 1T-291R2: Transfer of property to a 
corporation under subsection 85(1). 


Advance Tax Rulings: ATR-57: Transfer of property for estate 
planning purposes; ATR-66: Non-arm’s length transfer of Gch fol- 
lowed. by'a winding-up and:a salé-of shares 


7) 


(5) Rules on transfers of depreciable prop- 
erty — Where subsection’ (1),-(2) ‘or (5:1) has ‘ap- 
plied in respect of a disposition of depreciable prop- 
erty to a person or partnership (in this subsection 
referred’'to as the “‘transferee”) and the capital cost to 
the transferor of the property exceeds the transferor’ s 
proceeds of disposition of the property, for the pur- 
poses. of sections -13 and.20; and any. regulations 
made under paragraph 20(1)(a),.; 


(a) the capital cost of the aruperty to the trans- 
feree shall be deemed to be the amount that was 
the capital cost of the A piee’ to the transferor; 
cand 


(b) the excess shall be acéined to Sh aie been al- 
lowed to the transferee.in respect of the property 
under regulations made under paragraph 20(1)(a) 
in computing income for taxation years before 
the acquisition by the: transferee of the property 
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Related Provisions: 13(7)(e) — Similar rule on non-arm’s length 
transfer of depreciable property; 132.2(1)(d) — Parallel rule on mu- 
tual fund reorganization. 


Pre-RSC History: All that portion of subsec. 85(5) preceding 
para. (a) substituted by 1980-81-82-83, c. 140, subsec. 50(1), appli- 
cable with respect to dispositions occurring after November 12, 
1981 other than dispositions occurring after that date pursuant to an 
agreement in writing entered into on or before that date. That por- 
tion of subsec. 85(5) formerly read: 


(5) Rules where depreciable property transferred to 
controlled corporation — Where subsection (1) or (2) has 
been applicable in respect of any disposition of any deprecia- 
ble property to a corporation (in this subsection referred to as 
“the transferee”) and the capital cost to the transferor of the 
property exceeds the transferor’s proceeds of the disposition, 
for the purposes of sections 13 and 20 and any regulations 
made under paragraph 20(1)(a) 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1). 


(5.1) Idem — Where a person or a partnership (in 
this subsection referred to as the “taxpayer’’) has dis- 
posed of any depreciable property of a prescribed 
class of the taxpayer to a transferee that was 


(a) a corporation that, immediately after the dis- 
position, was controlled, directly or indirectly in 
any manner whatever, by the taxpayer, by the 
spouse of the taxpayer or by a person, group of 
persons or partnership by whom or which the tax- 
payer was controlled, directly or indirectly in any 
manner whatever, 


(b) a person, spouse of a person, member of a 
group of persons or partnership who or that im- 
mediately after the disposition controlled the tax- 
payer, directly or indirectly in any manner 
whatever, or 


(c) a partnership and, immediately after the dis- 
position, the taxpayer’s interest in the partnership 
as a member thereof is as described in paragraph 
97(3.1)(a) or (b), 


and the fair market value of the property at the time 
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of the disposition is less than both the cost to the tax- 
payer of the property and the amount (in this subsec- 
tion referred to as the “proportionate amount’) that is 
the proportion of the undepreciated capital cost to 
the taxpayer of all property of that class immediately 
before the disposition that the fair market value of 
the property at the time of the disposition is of the 
fair market value of all property of that class at the 
time of disposition, the following rules apply: 


(d) subsections (1) and (2) and section 97 are not 
applicable with respect to the disposition, 


(e) the lesser of the cost to the taxpayer of the 
property and the proportionate amount in respect 
of the property shall be deemed to be the tax- 
payer’s proceeds of disposition and the trans- 
feree’s cost of the property, 


(f) where two or more depreciable properties of a 
prescribed class of the taxpayer are disposed of at 
the same time, paragraph (e) applies as if each 
property so disposed of had been separately dis- 
posed of in the order designated by the taxpayer 
or, if the taxpayer does not so designate any such 
order, in the order designated by the Minister, 
and 


(g) the cost to the taxpayer of any particular prop- 
erty received by the taxpayer as consideration for 
the disposition shall be deemed to be an amount 
equal to the lesser of 


(1) the fair market value of the particular prop- 
erty at the time of the disposition, and 


(ii) that proportion of the fair market value, at 
the time of the disposition, of the property dis- 
posed of by the taxpayer that 
(A) the amount determined under subpara- 
graph (i) 
is of 


(B) the fair market value, at the time of the 
disposition, of all properties received ‘by 
the taxpayer as consideration for the 
disposition. 


Related Provisions: 13(7)(e) — Limitation on capital cost on 
non-arm’s length transfer; 69(5)(d) — No application where prop- 
erty appropriated by shareholder on winding-up; 88(1)(d.1) — 
Winding-up; 252(4) — Extended meaning of “spouse”; 256(5.1) — 
Controlled directly or indirectly — control in fact. 


Pre-RSC History: Subsec. 85(5.1) added by 1980-81-82-83, c. 
140, subsec. 50(2), applicable with respect to dispositions occurring 
after November 12, 1981 other than dispositions occurring after that 
date pursuant to an agreement in writing entered into on or before 
that date. 


Interpretation Bulletins: I[T-291R2: Transfer of property to a 
corporation under subsection 85(1); IT-338R2: Partnership inter- 
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ests — effects on adjusted cost base resulting from the admission or 
retirement of a partner. b. 


(6) Time for election — Any election under sub- 
section (1) or (2) shall be made on or before the day 
that is the earliest of the days.on or before which any 
taxpayer making the election is required to file a re- 
turn of income pursuant to section 150 for the taxa- 
tion year in which the transaction to which the elec- 
tion relates occurred. . 

Pre-RSC History: Subsec. 85(6) added by 1974-75-76, c. 26, 
subsec. 48(6), applicable to 1972 et'seq. 


(7) Late filed election — Where the election re- 
ferred to in subsection (6) was not made on or.before 
the day on or before which the election was required 


by that subsection to be made and that day is after : 


May 6, 1974, the election shall be deemed to have 
been made on that day if, on or before the day that is 
3 years after that day, is 
(a) the election is made in prescribed “form; and 
(b) an estimate of the penalty in respect..of that 
election is paid by the taxpayer or the: partner- 
ship, as the case may be, when that ‘election is 
made. sis 
Related Provisions: 85(8), (9) — Penalty for late-filed election. 
Pre-RSC History: All that portion of. subsec.. 85(7) preceding 
para. (a) substituted by 1977-78, c..1, subsec. 40(2) to substitute aa 
years” for “one year’ applicable, by 1977-78, ¢. 32,.Sendyly tOall 
elections required. by subsection 85(6) to be.made after May 6, 
1974. : i 
Subsec. 85(7) added by 1974-75-76, c. 26, subsec. 48(6), applicable 
to 1972 et seq. ; 3 Bs 


Information Circulars: 76-19R3: Transfer of property toa corpo- 
ration under section 85. 


(7.1) Special cases — Where, in the opinion of 
the Minister, the circumstances of a case are such 
that it would be just and equitable 


(a) to permit an election under subsection (1) or 

(2) to be made after the day that is 3 years after 

the day on or before which the election was re- 
“quired by subsection (6) to be made, or 


(b) to permit an election made under subsection 
(1) or (2) to be amended, 


the election or amended election shall be deemed to 
have been made on the day on or before which the 
election was so required to be made if 


(c).the election or amended election is made in 
prescribed form, and 


(d) an estimate of the penalty in respect of the 
election or amended election is paid by the tax- 
payer or partnership, as the case may be, when 
the election or amended election is made, 
and where this subsection applies to the amendment 
of an election, that election shall be deemed not to 
have been effective. : | 


Pre-RSC History: Subsec. 85(7.1) added by 1984, c.'45, subsec. 
26(3), applicable after February 15, 1984. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
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ration under, section 85; 92-1: Guidelines: for accepting late, 
amended or revoked elections: ° 


| (8) Penalty for late filed election — For the pur- 


poses of this section, the penalty»in respect of an 


| election or an amended election referred to in para- 


graph (7)(a) or (7.1)(c) is an amount equal to the 


| lesser of 


(a) Vs of 1% of ‘the amount, if any, by which 
~ (i) the fair market value of the property in re- 
spect of which that election or amended elec- 
tion was made, at the time the property was 
disposed of, | " 


ak CeedS 


- (ii) the amount agreed on in the election: or 
amended election by the taxpayer or partner- 
ship, as the case may be, and the corporation, 


for each month or part of a month during the pe- 
riod commencing with the day on or before 
which the election is required by: subsection (6) to 
be made and ending on the day the election or 
amended election is made, and 


(b) an amount, not exceeding $8,000, equal to the 

product obtained by multiplying $100 by the 

number of months each of which is a month all or 

part of which is during the period referred to in 

paragraph (a). L 
Related Provisions: 220(3.1) — Waiver of penalty by Revenue 
Canada. 


Pre-RSC History: Subsec. 85(8) substituted by 1984, c. 45, sub- 

sec. 26(3), to add a reference to para.'(7.1)(c), to add “or amended 

election” following references to an election and to amend para. (b), 

applicable after February 15, 1984. Para. 85(8)(b) formerly. read: 
(b) $4,000. 


Para. 85(8)(b) substituted by 1977-78, c. 1, subsec. 40(3), to substi= 
tute “$4,000” for “$25,000”, applicable with respect to elections 
made after 1977. 


Subsec: 85(8) substituted by 1976-77, c. 4,s. 33, applicable to 1972 
et seq. 


Subsec.’85(8) added by 1974-75-76, c. 26, subsec. 48(6), applicable 
to 1972 et seq. 


(9) Unpaid balance of penalty — The Minister 
shall,’ with all due dispatch, examine each election 
and amended election referred to in paragraph (7)(a) 
or (7.1)(c), assess the penalty payable and send a no- 
tice of assessment to the taxpayer or partnership, as 
the case may be, and the taxpayer or partnership, as 
the case may be, shall pay forthwith to the Receiver 
General the amount, if.any, by which the penalty so 
assessed exceeds the total of all amounts.previously 
paid on account of that penalty. | 

Pre-RSC History: Subsec. 85(9) substituted by 1984;.c. 45, sub- 


sec. 26(3), to add reference to para. (7.1)(c) and to add “and 
amended election”, applicable after February 15, 1984. 


Subsec. 85(9) added by 1974-75-76, c. 26, subsec. 48(6), applicable 
to 1972 et seq. 

Definitions [s. 85]: “acquired” — 256(7)-(9); “adjusted cost 
base” — 54, 248(1); “amount”— 248(1); “arm’s length” — 251(1); 
“assessment”, “business” — 248(1); “Canada” — 255; “Canadian 
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corporation” —89(1), 248(1); “Canadian partnership” —:102(1), 
248(1); “Canadian resource property” — 66(15), 248(1); “capital 
loss” — 39(1)(b), 248(1); “capital property” — 54, 248(1); “cash 
method” — 28(1),°248(1); “class of shares” — 248(6); “common 
share’? — 248(1); “control” —256(7)-(9); “controlled directly or 
indirectly” — 256(5.1); “corporation” — 248(1), Interpretation Act 
35(1); “cumulative eligible capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “designated insurance property” — 
138(12), 248(1); “eligible capital property” — 54, 248(1); “farm- 
ing” — 248(1); “financial institution” — 85(1.4), 142.2(1); “foreign 
affiliate” — 95(1), 248(1); “foreign resource property” — 66(15), 
248(1);, “insurer” — 248(1); “interest” —in real property 248(4); 
“inventory” — 248(1); “mark-to-market property” — 85(1.4), 
142:2(1); “Minister”, “NISA Fund No. 2”, “non-resident” 
248(1); ae up capital” — 89(1), 248(1); “passenger vehicle”, 
“person”, “preferred share”, “prescribed”, “property”, “regula- 
tion” — 248(1); “related” — 251(2): “resident in Canada’ — 250; 
“share”, “shareholder? — 248(1); “specified debt obligation” — 
85(1.4), 142.2(1); “spouse” —.252(4)(a); “taxable Canadian corpo- 
ration” — 89(1), 248(1); “taxable Canadian property” — 115(1)(b), 
248(1); “taxable dividend” — 89(1), 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “‘undepreciated capital cost” — 13(21), 
248(1); “wholly owned. corporation” — 85(1.3). 


Interpretation Bulletins [s. 85]: IT-188R: Sale of accounts 
recetvable. 


Information Circulars [s. 85]: 76-19R3: Transfer of property to 
a corporation under section 85. 


5a) bcs 


85.1 (1) Share for share exchange — Where 
shares of any particular class of the capital stock of a 
Canadian corporation (in this section referred to as 
the “purchaser’’) are issued to a taxpayer (in this sec- 
tion referred to as the “vendor’’) by the purchaser in 
exchange for a capital property of the vendor that is 
shares of any particular class of the capital stock (in 
this section referred to.as the “exchanged shares”’) of 
another corporation that is a taxable Canadian corpo- 
ration (in this section referred to as the “acquired 
corporation’), subject to subsection (2), 


(a) except where the vendor has, in the vendor’s 
return of income for the taxation year in which 
the exchange occurred, included in computing the 
vendor’s income for that year any portion of the 
gain or loss, otherwise’ determined, from the dis- 
position of the exchanged shares, the vendor shall 
be deemed 


(i): to have disposed oh the exchanged shares 

for proceeds of disposition equal to the ad- 

justed: cost base to the vendor of those shares 
- immediately before the exchange, and 


(ii) to have acquired the shares of the pur- 
chaser at a cost to the vendor equal to the ad- 
justed cost base to the vendor of the ex- 
changed shares immediately before the 
exchange, 


and where the exchanged shares were taxable Ca- 
nadian property of the vendor, the shares of the 
purchaser so acquired by the vendor shall be 
deemed to be taxable Canadian property of the 
vendor; and 


(b) the cost to the purchaser of each Panera 
share, at any time up to and including the time 
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the purchaser disposed of the share, shall be 
deemed to be the lesser of 


(i) its fair market value immediately before 
the exchange, and 


(ii) its paid-up capital immediately before the 
exchange. 


Related Provisions: 7(1.5) — Shares acquired through employee 
stock option; 53(4) — Effect on adjusted cost base of shares; 
85.1(2) — Where rollover not to apply; 112(7) — Application of 
stop-loss rule where shares exchanged; 219.1 — Corporate emigra- 
tion; 256(7)(c), (d) — Whether control of corporation acquired on 
rollover; Canada-U.S. tax treaty, Art. XIII:8 — Deferral of tax for 
U.S. resident transferor. 


History: That portion of subsec. 85.1(1) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 36, applicable to 
exchanges of shares occurring after December 20, 1991. That por- 
tion formerly. read: | 


85.1 (1) Share for share exchange — Where shares of any 
particular class of the capital stock of a Canadian corporation 
(in this section referred to as the “‘purchaser’’) have, after May 
6, 1974, been issued to a taxpayer (in this section referred to 
as the “vendor”) by the purchaser in exchange for capital 
property of the vendor that is shares of any particular class of 
the capital stock (in this section referred to as the “exchanged 
shares”) of another corporation (in this section referred to as 
the “acquired corporation”), subject to subsection (2), the fol- 
lowing rules apply: 
Pre-RSC History: All that portion of subsec. 85.1(1) preceding 
para. (a) amended by 1987, c. 46, subsec. 28(1), to substitute “been 
issued to a taxpayer (in this section referred to as the “vendor”) by 
the purchaser” for “been acquired by a taxpayer (in this section re- 
ferred to as the “vendor”) from the purchaser”, applicable with re- 
spect to shares exchanged after June 5, 1987, other than shares ex- 
changed after that date pursuant to 


(a) an agreement in writing to do so entered into on or before 
that date; or 


(b) the terms of a prospectus, preliminary prospectus, proxy 
statement, preliminary proxy statement or registration statement 
filed before June 6, 1987 with a public authority in a country or 
a political subdivision of that country in accordance with the 
securities legislation of that country or subdivision and, where 
required by law, accepted for filing by such public authority. 


Para. 85.1(1)(b) substituted by 1987, c. 46, subsec. 28(2), applicable 
with respect to shares exchanged after February 17, 1987, other than 
shares exchanged after that date pursuant to 


(a) an agreement in writing to do so entered into on or before 
that date; or 


(b) the terms of a prospectus, preliminary prospectus, proxy 
statement, preliminary proxy statement or registration statement 
filed before February 18, 1987 with a public authority in a 
country or a political subdivision of that country in accordance 
with the securities legislation of that country or subdivision 
and, where required by law, accepted for filing by such public 
authority. 


Para. 85.1(1)(b) formerly read: 


(b) the cost to the purchaser of each exchanged share, at any 
particular time up to and including the time he disposed of 
such share, shall be deemed to be 


(i) its fair market value immediately before the exchange 
if, at the particular time or at any earlier time after the 
exchange, the purchaser owned shares of the Sapna stock 
of the acquired corporation 


(A) to which are attached not less than 10% of all the 
votes that could then be cast for any and all purposes 
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by holders. of all shares of the capital stock of the 
acquired corporation, and 


(B) that represent not less than 10% of the fair mar- 
ket value of all issued and outstanding shares of the 
capital, stock of the acquired corporation, and 
(ii):in_ any. other case, nil. | 
LT. Application Rules: 26(26), (28). ode 
interpretation Bulletins: IT-243R4: Dividend refund to private 


corporations; IT-291R2: Transfer of property to a corporation under 
subsection 85(1); IT-450R: Share for share exchange. 


Advance Tax Rulings: ATR-26: Share exchange. 


(2) Where subsec. (1) does not apply — Sub- 
section (1) does not apply where 


(a) the vendor and purchaser were, immediately 

before the exchange, not dealing with each other 

at arm’s length (otherwise than because of a right 

referred. to in paragraph 251(5)(b) that is a right 

of the purchaser to acquire the exchanged 
- shares); . 


(b) the vendor or persons with whom the vendor 
did not deal at.arm’s length, or the vendor to- 
gether with persons with whom the vendor did 
not deal at:arm’s length, 


(i) controlled the purchaser, or 


(ii) beneficially owned shares of the capital 
stock of the purchaser having a’ fair market 


yalue of more than 50% of the fair market 


value of all of the outstanding shares of the 
capital stock of the purchaser, 


immediately. after the exchange; 


(c) the vendor and the purchaser have filed’ an 
election under subsection 85(1) or (2) with re- 
spect to the exchanged shares; or 


(d) consideration other than shares of the particu- 
lar class.of the capital stock of the purchaser was 
received by the vendor for the exchanged shares, 
notwithstanding that the vendor may have dis- 
posed of shares of the capital stock of the ac- 
quired corporation (other than ‘the exchanged 
shares) to the purchaser for consideration other 
than shares of one class of the capital stock of the 
purchaser. 
History: Para. 85.1(2)(a) substituted by 1994, c. 21, s. 37, applica- 
ble to exchanges occurring after December 21, 1992. That para. for- 
merly read: 


(a) the vendor and purchaser were, immediately before the 
exchange, not dealing with each other at arm’s length; 


Pre-RSC History: Subpara: 85.1(2)(b)G). substituted by 1988, c. 
55, s. 59; applicable with respect to exchanges occurring after 1988. 
Subpara. 85.1(2)(b)(i). formerly read: 


(i) controlled, directly or indirectly in any manner whatever, 
the purchaser, or 


Subpara. 85.1(2)(b)(ii) substituted by 1977-78, c..1, s. 41,. applica- 
ble to exchanges occurring after March 31, 1977. Subpara. 
85.1(2)(b)(ii) formerly read: 


(ii) beneficially owned shares of the capital stock of the pur- 
chaser representing more than 50% of its paid-up capital, 


Interpretation Bulletins; IT-243R4: Dividend refund to private 


S. 85.1(2.1) 


corporations; IT-291R2: Transfer of property to a corporation,under 
subsection 85(1); IT-450R: Share for share exchange. 


_ Advance Tax Rulings: ATR-26: Share exchange. 


(2.1) Computation of paid-up capital — Where, 
at any time, a purchaser has issued shares of its capi- 
tal stock as a result of an exchange to which subsec- 
tion (1) applied, in computing the paid-up capital in 
respect of any particular class of shares of its capital 


_ stock at any particular time after that time 


(a) there shall be deducted that proportion of the 
amount, if any, by which 4 
(i) the increase, if any, as a result of the issue, 
in the paid-up capital in respect of all the 
_ shares of ‘the capital stock of the purchaser, 
computed without reference to this subsection 
as it applies to the issue, 


exceeds 
(ii) the paid-up capital in respect of all of the 
_ exchanged shares received as a result of the 
exchange 


that i999) 
(iii) the increase; if any, as a result of the is- 
‘gue, in the paid-up capital in’ respect of the 
particular class of shares, computed without 
reference to this subsection as it applies to the 
issue, MISH i 
is of | 
(iv) the amount, if any, determined in subpar- 
_ agraph (i) in respect of the issue; and 
(b) there shall be added an amount equal to the 
lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection, 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid by the purchaser before the 
particular time 


exceeds 


(B) the total that would: be determined 
under clause: (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the total of all amounts required by  para- 
graph (a) to be deducted in respect of that par- 
ticular class of shares before the particular 
‘time. 

Related Provisions: 219.1 — Corporate emigration. 

Pre-RSC History: Subsec. 85.1(2.1) added by 1987, c. 46, subsec. 


28(3) applicable. with respect to shares exchanged after June ny, 
1987, other than shares exchanged after that date pursuant to 


(a). an agreement in writing to do so entered into on or before 
that date; or 


(b) the terms of a prospectus, preliminary prospectus, proxy 
statement, preliminary proxy statement or registration statement 
filed before June 6; 1987 with a public authority in a country or 
a political subdivision of that country in accordance with the 
securities legislation of that country or subdivision and, where 
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required by law, accepted for filing by such public authority. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-291R2: Transfer of property to a corporation under 
subsection 85(1); IT-450R: Share for share exchange. 


(3) Disposition of shares of foreign affili- 
ate — Where a taxpayer has disposed of capital 
property that was shares of the capital stock of a for- 
eign affiliate of the taxpayer to any corporation that 
was, immediately following the disposition, a for- 
eign affiliate of the taxpayer (in this subsection re- 
ferred to as the “acquiring affiliate’) for considera- 
tion including shares of the capital stock of the 
acquiring affiliate, 


(a) the cost to the taxpayer of any property (other 
than shares of the capital stock of the acquiring 
affiliate) receivable by the taxpayer as considera- 
tion for the disposition shall be deemed to be the 
fair market value of the property at the time of 
the disposition; 

(b) the cost to the taxpayer of any shares of any 
class of the capital stock of the acquiring affiliate 
receivable by the taxpayer as consideration for 
the disposition shall be deemed to be that propor- 
tion of the amount, if any, by which the total of 
the adjusted cost bases to the taxpayer, immedi- 
ately before the disposition, of the shares dis- 
posed of exceeds the fair market value at that 
time of the consideration receivable for the dispo- 
sition (other than shares of the capital stock of the 
acquiring affiliate) that 


(1) the fair market value, immediately after the 
disposition, of those shares of the acquiring 
affiliate of that class 
is of 
(ii) the fair market value, immediately after 
the disposition, of all shares of the capital 
stock of the acquiring affiliate receivable by 
the taxpayer as consideration for the 
disposition; 
(c) the taxpayer’s proceeds of disposition of the 
shares shall be deemed to be an amount equal to 
the cost to the taxpayer of all shares and other 
property receivable by the taxpayer from the ac- 
quiring affiliate as consideration for the disposi- 
tion; and 


(d) the cost to the acquiring affiliate of the shares 
acquired from the taxpayer shall be deemed to be 
an amount equal to the taxpayer’s proceeds of 
disposition referred to in paragraph (c). 
Related Provisions: 53(1)(c) — Addition to adjusted cost base of 
share; 85.1(4) — Exception. 


(4) Exception — Subsection (3) is not applicable in 
respect of a disposition at any time by a taxpayer of 
a share of the capital stock of a foreign affiliate, all 
or substantially all of the property of which at that 
time was excluded property (within the meaning as- 
signed by subsection 95(1)), to another foreign affili- 
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ate of the taxpayer where the disposition is part of a 
series of transactions or events for the purpose of — 

disposing of the share to a person who, immediately — 
after the series of transactions or events, was a per- 
son (other than a foreign affiliate of the taxpayer) 
with whom the taxpayer was dealing at arm’s length. 


Related Provisions: 248(10) — Series of transactions. 


Pre-RSC History: Subsec. 85.1(4) added by 1980-81-82-83, c. 
140, s. 51, applicable with respect to dispositions occurring after 
November 12, 1981. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-291R2: Transfer of property to a corporation under 
subsection 85(1). 


History [s. 85.1]: S. 85.1 added by 1974-75-76, c. 26, s. 49, 
subsecs. 85.1(1), (2) applicable in respect of transactions after May 
6, 1974, subsec: 85.1(3) applicable to 1972 et seq. : 


Definitions [s. 85.1]: “acquired corporation” — 85.1(1); “ad 
justed cost base” —54, 248(1); “amount” — 248(1); “arm’s 
length” — 251(1); “Canadian corporation” — 89(1), 248(1); “capi- 
tal property” — 54, 248(1); “class of shares” — 248(6); “‘corpora- 
tion” — 248(1), Interpretation Act 35(1); “di : 
“exchanged share” — 85.1(1); “foreign affiliate’ — 95(1), 248(1); 
“paid-up capital” — 89(1), 248(1); “person”, “property” — 248(1); 
“purchaser” — 85.1(1); “series of transactions” — 248(10); 
“share” — 248(1); “taxable Canadian corporation” 
248(1); “taxable Canadian property” — 115(1)(b), 248(1); “ 
year” — 249; “taxpayer” — 248(1); “vendor” — 85.1(1). 


taxation 


86. (1) Exchange of shares by a shareholder 
in course of reorganization of capital — 
Where, at a particular time after May 6, 1974, in the 
course of a reorganization of the capital of a corpora- 
tion, a taxpayer has disposed of capital property that 
was all the shares of any particular class of the capi- 
tal stock of the corporation that were owned by the 
taxpayer at the particular time (in this section re- 
ferred to as the “old shares’’), and property is receiv- 
able from the corporation therefor that includes other 
shares of the capital stock of the corporation (in this 
section referred to as the “new shares); the follow- 
ing rules apply: 


(a) the cost to the taxpayer of any property (other 
than new shares) receivable by the taxpayer for 
the old shares shall be deemed to be its fair mar- 
ket value at the time of the disposition; 


(b) the cost to the taxpayer of any new shares of 
any class of the capital stock of the corporation 
receivable by the taxpayer for the old shares shall 
be deemed to be that. proportion of the amount, if 
any, by which the total of the adjusted cost bases 
to the taxpayer, immediately before the: disposi- 
tion, of the old shares exceeds the fair market 
value at that time of the consideration receivable 
for the old shares (other than new shares) that 


(1) the fair market value, immediately after the 

disposition, of those new shares of that class, 
is of 

(ii) the fair market value, immediately after 


the disposition, of all new shares of the capital 
stock of the corporation receivable by the tax- 
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payer for the old shares; and’ 


(c) the taxpayer shall be deemed to have disposed 

of the old shares for proceeds of disposition equal 

to the cost to the taxpayer of all new shares and 

other property receivable by the taxpayer for the 

old shares. a ; 
Related Provisions: 7(1.5) — Exchange of shares; 51(1), (2) — 
Conversion of debt to shares; 51(4) — Application of.s. 86 to ex- 
change of convertible property; 55(1) — “Permitted redemption” 
for butterfly purposes; 85(1)-(3) — Transfer of property to corpora- 
tion; 86(2.1) —- Computation of paid-up capital; 86(3) — Applica- 
tion: 86(4) — Debt forgiveness — reduction in adjusted cost base of 
new shares; 112(7)— Application of stop-loss rule where shares 
exchanged; Canada-U.S. tax treaty, Art. XIII:8 — Deferral of tax 
for U.S. resident transferor. ° 


|.T. Application Rules: 26(27), (28). 


Interpretation Bulletins: IT-146R4: Shares entitling sharehold- 
ers to choose taxable or capital dividends. 


Advance Tax Rulings: ATR-22R: Estate freeze using share ex- 
change; ATR-33: Exchange of shares. 


(2) Idem — Notwithstanding paragraphs (1)(b) and 
(c), where a taxpayer has disposed of old shares in 
circumstances, described in subsection (1) and the 
fair market value of the old shares immediately 
before the disposition exceeds the total of 


(a) the cost to the taxpayer of the property (other 
than new shares), receivable by the taxpayer for 
the old shares as determined under paragraph 
(1)(a), and 


(b) the fair market value of the new shares, im- 
mediately after the disposition, 


and it is reasonable to regard any portion of the ex- 
cess (in this subsection referred to’as the “gift por- 
tion”) as a benefit that the taxpayer desired to have 
conferred on a person related to the taxpayer, the fol- 
lowing rules apply: 
(c) the taxpayer shall be deemed to have disposed 
of the old shares for proceeds of disposition equal 
to the iesser of 


(i) the total of the cost to the taxpayer of the 
property as determined under paragraph (1)(a) 
and the gift portion 


and 


(ii) the fair market value of the old shares im- 
mediately before the disposition, 


(d) the taxpayer’s capital loss from the disposi- 
tion of the old shares shall be deemed to be nil, 
and 


(e) the cost to the taxpayer of any new shares of 
any class of the capital stock of the corporation 
receivable by the taxpayer for the old shares shall 
be deemed to be that proportion of the amount, if 
any, by which the total of the adjusted cost bases 
to the taxpayer, immediately before the disposi- 
tion, of the old shares exceeds the total deter- 
mined under subparagraph (c)(i) that 


(i) the fair market value, immediately after the 
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disposition, of the new shares of that class, 
is of 

(ii) the fair market value, immediately after 

the disposition, of all new shares of the capital 


__ stock of the corporation receivable by the tax- 
payer for the old shares. 


- Related Provisions: 86(3) — Application. 


1.T. Application Rules: 26(27), (28) (where shares or property 
owned since. before 1972).5, 3: 


' Advance Tax Rulings: ATR-22R: Estate freeze using share ex- 


change; ATR-33: Exchange of shares. 


(2.1) Computation of paid-up capital — Where 


subsection (1) applies to a disposition of shares of 


_ the capital stock of a corporation (in this subsection 


referred to as the “exchange”), in computing the 
paid-up capital in respect ofa particular class of 
shares of the capital stock of the corporation at any 
particular time that is the time of, or any time after, 


the exchange, | 


(a) there shall be deducted the amount deter- 
mined by the formula 


(A B) x x 
PASTS A 
where 


A is the total of all amounts’each of which is the 
increase, if any, as a. result of the exchange, in 
the paid-up capital in respect of a class of 
shares of the capital stock of the corporation, 
computed without reference to this subsection 
as it applies to the exchange, 

B is the amount, if any, by which the paid-up 
capital in respect of the old shares exceeds the 
fair market value of the consideration (other 
than shares of the capital stock of the corpora- 
tion) given by the corporation for the old 
shares on the exchange, and 


C is the- increase, if any, as a result of the ex- 
change, in the paid-up capital in respect of the 
particular class of shares, computed without 
reference to this subsection as it applies to the 
exchange; and 

(b) there shall be added an amount equal to the 

lesser of al 
(i) the amount, if any, by which 

(A) the total of all amounts deemed by 
subsection 84(3), (4) or (4.1) to be a divi- 
dend on shares of that class paid by the 
corporation before the particular time 
exceeds 
(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 
(ii) the total of all amounts required by para- 
graph (a) to be deducted in respect of that par- 
ticular class of shares before the particular 
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time. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Subsec. 86(2.1) added by 1994, c. 21, subsec. 38(1), ap- 
plicable to exchanges occurring after August 1992, other than an 
exchange occurring after August 1992 and before December 21, 
1992 where the corporation issuing shares on the exchange so elects 
in writing and files the election with the Minister of National Reve- 
nue by December 31, 1994. 


(3) Application — Subsections (1) and (2) do not 
apply in any case where subsection 85(1) or (2) 
applies. 

Related Provisions: 51(4)—-Application of section 51. 
History: Subsec. 86(3) substituted by 1994, c. 21, subsec. 38(2), 


applicable to reorganizations that begin after December 21, 1992. 
That subsec. formerly read: 


(3) Where subsecs. (1) and (2) do not apply — Subsec- 
tions (1) and (2) are not applicable in any case where section 
51 or any of subsections 85(1) to (3) is applicable. 


(4) Computation of adjusted cost base — 
Where a taxpayer has disposed of old shares in cir- 
cumstances described in subsection (1), 


(a) there shall be deducted after the disposition in 
computing the adjusted cost base to the taxpayer 
of each new share the amount determined by the 
formula 


A= 
C 


where 
A is the amount, if any, by which © 


(i) the total of all amounts deducted under 
paragraph 53(2)(g.1) in computing the ad- 
justed cost base to the taxpayer of the old 
shares immediately before the disposition 


exceeds 


(i1) the amount that would be the tax- 
payer’s capital gain for the taxation year 
that includes the time of the disposition 
from the disposition of the old shares if 
paragraph 40(1)(a) were read without ref- 
erence to subparagraph (iii) of that 
paragraph, 

Bis the fair market-value of the new share at the 
time it was acquired by the taxpayer in con- 
sideration for the disposition of the old shares, 
and 


C_ is the total of all amounts each of which is the 
fair market value of a new share at the time it 
was acquired by the taxpayer in consideration 
for the disposition of the old shares; and 


(b) the amount determined under paragraph (a) in 
respect of the acquisition shall be added in com- 
puting the adjusted cost base to the taxpayer of 
the new share after the disposition. 


Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 86(4)(b); 53(2)(g.1) — Reduction in adjusted cost 
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base under 86(4)(a); 80.03(2)(a) — Deemed gain on disposition fol- 
lowing debt forgiveness. 


History: Subsec. 86(4) added by 1995, c. 21, s. 29, applicable to 
taxation years that end after February 21, 1994. 


Pre-RSC History [s. 86]: All that portion of subsec. 86(1) pre- 
ceding subpara. (b)(i) and subsec. 86(2) substituted, subsec. 86(3) 
added, by 1980-81-82-83, c. 48, subsecs. 46(1), (2), applicable with 
respect to reorganizations occurring after December 11, 1979. That 
portion and subsec. 86(2) formerly read as follows: 


86. (1) Where, at a particular time after May 6, 1974, in the 
course of reorganization of the capital of a corporation, a tax- 
payer has disposed of capital property that was all the shares 
of any particular class of the capital stock of the corporation 
that were owned by him at the particular time (in this section 
referred to as the “old shares”), and property is receivable 
from the corporation therefor that includes other shares of the 
capital stock of the corporation (in this section referred to as 
the “new shares”), the following rules apply: 


(a) the cost to the taxpayer of any property (other than 
shares of the capital stock of the corporation) receivable 
by him for the old shares shall be deemed to be its fair 
market value at the time of the disposition; 


(b) the cost to the taxpayer of any new shares of any class 
of the capital stock of the corporation receivable by him 
for the old shares shall be deemed to be that proportion of 
the amount, if any, by which the aggregate of the ad- 
justed cost bases to him, immediately before the disposi- 
tion, of the old shares exceeds the fair market value at 
that time of the consideration receivable therefor (other 
than shares of the capital stock of the corporation) that 


(2) Application — This section is not applicable in any case 
where section 51 or any of subsections 85(1) to (3) is 
applicable. 


S. 86 substituted by 1974-75-76, c. 26, s. 50, applicable in respect 
of ‘dispositions after May 6, 1974 by a taxpayer of shares of any 
class of the capital stock of a corporation in the course of a reorgan- 
ization of the capital of the corporation. S. 86 formerly read: 


86. (1) Disposition of shares by a shareholder in course 
of reorganization of capital— Where in the course of a 
reorganization of the capital of a corporation, a taxpayer has, 
after 1971, disposed of, and the corporation has acquired, cat- 
egory A shares of any class of the capital stock of the corpo- 
ration, the following rules apply: 


(a) the cost to the taxpayer of any property (other than 
shares of the capital stock of the corporation or.a right to 
receive any such shares) received by him as considera- 
tion for the disposition shall be deemed to be its fair mar- 
ket value at the time of the disposition; 


(b) the cost to the taxpayer of any category B shares of 
any class of the capital stock of the corporation receiva- 
ble by him as consideration for the disposition shall be 
deemed to be, 


(i) where category A shares were also receivable by 
him as consideration for the disposition, the lesser of 


(A) the fair market value, immediately after the 
disposition, of those category B shares of that 
class, and 


(B) that proportion of the amount, if any, by 
which the adjusted cost base to him, immedi- 
ately before the disposition, of the category A 
shares so disposed of exceeds the fair market 
value of the consideration for the disposition 
(other than shares of the capital stock of the cor- 
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poration or a right to receive any such shares) re- 
ceived by him from the corporation, that 


(1) the fair market value, immediately after 
the disposition, of those rg ae B shares of 
that class, 


is of 3 
(II) the fair market value, immediately after 
the disposition, of all category B shares of 
the capital stock of the corporation receiva- 


ble by him as consideration for the disposi- 
tion, and 


(ii) in any ,other case, ,the amount determined. under 
clause (i)(B); 


(c) the cost to the taxpayer of any category A shares of 
any class of the capital stock of the corporation receiva- 
ble by him as consideration for the disposition shall be 
deemed to be that proportion of the amount, if any, by 
which the adjusted cost base to him, immediately before 
the disposition, of the category A,shares so disposed of 
exceeds.the aggregate of the fair market value of the con- 
sideration (other than shares of the capital stock of the 
corporation ora right to receive any such shares) re- 
ceived by him from the corporation as consideration for 
the disposition and the cost to him of all category B 
shares of the capital stock of the corporation receivable 
by him as consideration for the disposition, that 


(i) the fair. market value, immediately after the dispo- 
sition, of the category A shares of that.class receiva- 
ble by him as consideration for the disposition, 


is of 
(ii) the fair market value, immediately after the dis- 
position, of all category A shares of the. capital stock 


of the corporation receivable by him as consideration 
for the disposition; and 


(d) his proceeds of the disposition of the shares shall be 
deemed to be the’cost to him of all shares and other prop- 
erty receivable or received by him as consideration for 
the disposition of the shares plus the amount of any 
money received by him on the. disposition. 


(2) Definitions — For the purposes of this section, 


(a) “category A share”. means a common share where the 

taxpayer has disposed of a common share in the course of 

a reorganization, and means a preferred share where the 

taxpayer has disposed | of a preferred share in the course 
_ of a reorganization; and 


(b) “category B share” means.a preferred share where a 
category A share means a common share, and means a 
common share where a category A share means, a pre- 
ferred share. 


(3) Application — This section is not applicable in any case 
where any of subsections 85(1) to (3) is applicable. 


Definitions [s. 86]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “capital loss” — 39(1)(b), 248(1); “capital 
property” — 54, 248(1); “class of shares” — 248(6); “common 
share” —— 248(1); ‘‘corporation” — 248(1), Interpretation Act 35(1); 
“person”, “preferred share”, “property”, “share”, “taxpayer” — 


248(1). 


” “ee ” “ ” “ee 


1.T. Application Rules [s. 86]:'26(27) (where old shares owned 


since before 1972). 


Interpretation Bulletins [s. 86]: IT-146R4: Shares entitling 
shareholders to choose taxable or capital dividends; IT-243R4: Div- 
idend refund to private corporations. 


87. (1) Amalgamations — In this section, an 
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amalgamation means a merger of two’or more corpo- 
rations each of which was, immediately before the 
merger, a taxable Canadian corporation (each of 
which corporations is referred to in this section as a 

“predecessor corporation’’) to form one corporate en- 
tity (in this section referred to as the “new corpora- 
tion’) in such a manner that 


(a) all of the property (except amounts receivable 
from any predecessor corporation or shares of the 
capital stock of.any predecessor. corporation) of 
the predecessor corporations immediately. before 
the merger becomes property of the new corpora- 
tion by virtue of the merger, 


(b) all of the liabilities (except amounts payable 
to any predecessor corporation) of the predeces- 
sor corporations immediately before the merger 
become liabilities of the new corporation by vir- 
tue of the merger, and 


(c) all of the shareholders (except, any predeces- 
“sor corporation), who owned shares of the capital 
stock of any predecessor corporation immediately: 
before the merger, receive shares of the capital 
- stock of the new corporation because of the 
merger, 


Geheraiiag than. as a result of the acquisition of prop- 
erty of one corporation by another corporation, pur- 


-suant to the purchase of that property by. the other 


corporation or as a result of the distribution. of that 
property to the other corporation, on the winding-up 
of the corporation. 


- Related Provisions: 53(6) — Effect of amalgamation or merger 


on adjusted cost base of share, partnership interest or trust interest, 


- 69(13) — Amalgamation or merger — deemed proceeds of disposi- 


tion; 80.03(1), (3)(a)Gi) — Capital gain on amalgamation following 
debt forgiveness; 87(1.1) — Shares deemed to have been received 
by: virtue of merger;'87(9) — Rules applicable in respect of certain 
mergers; 89(1)“Canadian corporation” — Whether amalgamated 
corporation is a Canadian corporation; 89(2) — Where corporation 
is beneficiary under life insurance policy; 112(7) — Application of 
stop-loss rule following amalgamation; 128.2 — Predecessor corpo- 
rations take on residence status of amalgamated corporation; 
137(4.3) — Determination of preferred-rate amount; 251(3.1) — 
Amalgamated corporation deemed related to-predecessors. See, ad- 
ditional Related provisions and Definitions at-end of s. 87. 


History: Para. 87(1)(c) amended by 1994, c..7, Sch. VIII (1993, ¢. 
24), subsec. »37(1), applicable to amalgamations occurring after 
1989. Para. (c) formerly read: 


(c) all of the shareholders (except any predecessor corpora- 
tion) of the predecessor corporations immediately before the 
merger receive shares of the capital stock of the new corpora- 
tion by virtue of the merger, 


Pre-RSC History: All that portion of subsec. 87(1) preceding 
para. (a) substituted by 1979, c. 5, subsec. 28(1), applicable in re- 
spect of amalgamations occurring after November 16, 1978, to add 
“taxable”. 


Paras. 87(1)(a)-(c) substituted by 1974-75-76, c. 26, subsec, 51(1), 
applicable in respect of amalgamations occurring after 1971. 


I.T. Application Rules: 26(28). 


Interpretation Bulletins: IT-302R2: Losses of a corporation — 
the effect on their deductibility of changes in control, amalgamation 
and winding-up; IT-302R3: Losses of a corporation — the effect 
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that acquisitions of control, amalgamations, and windings-up have 
on their deductibility — after January 15, 1987. See also list at end 
of s. 87. 


information Circulars: 88-2, paras. 20, 28: General anti-avoid- 
ance rule — section 245 of the Income Tax Act; 88-2 Supplement, 
para. 9: General anti-avoidance rule — section 245 of the Income 
Tax Act. 

Advance Tax Rulings: ATR-29: Amalgamation of social clubs; 
ATR-55:; Amalgamation followed by sale of shares; ATR-59: Fi- 
nancing exploration and development through limited partnerships. 


(1.1) Shares deemed to have been received 
by virtue of merger — For the purposes of para- 
graph (1)(c) and the Income Tax Application Rules, 
where there is a merger of 


(a) a corporation and one or more of its subsidi- 
ary wholly-owned corporations, or 


(b) two or more corporations each of which is a 

subsidiary wholly-owned corporation of the same 

corporation, 
any shares of the capital stock of a predecessor cor- 
poration owned by a shareholder (except any prede- 
cessor corporation) immediately before the merger 
that were not cancelled on the merger shall be 
deemed to be shares of the capital stock of the new 
corporation received by the shareholder by virtue of 
the merger as consideration for the disposition of the 


shares of the capital stock of the sg gs De: 


corporations. 
Related Provisions: 87(1.4) — Subsidiary wholly-owned corpo- 


87. 


Pre-RSC History: Subsec.:87(1.1) added by 1977-78, c. 1, subsec. 
42(1), applicable with respect to mergers occurring after December 
14,1975. 


Interpretation Bulletins: See list at end of s. 87. 


(1.2) New corporation continuation of a pred- 
ecessor — Where there has been an amalgamation 
of corporations described in paragraph (1.1)(a) or of 
2 or more corporations each of which is a subsidiary 
wholly-owned corporation of the same person, the 
new corporation shall; for the purposes of section 29 


of the Income Tax Application Rules, subsection 


59(3.3) and sections 66, 66.1, 66.2, 66.4 and 66.7, be 
deemed to be the same corporation as, and a continu- 
ation of, each predecessor corporation, except that 
this subsection shall not affect the determination of 
any predecessor corporation’s fiscal period, taxable 
income or tax payable. 

Related Provisions: 87(1.4) — Subsidiary wholly-owned corpo- 
ration. See additional Related provisions and Definitions at end fue Ss. 
87. 


History: Subsec. 87(1.2) substituted by 1994, c, 21, subsec. 39(1), 
applicable to amalgamations occurring after December 21, 1992. 
That subsec. formerly read: 


(1.2) New corporation continuation of predecessor — 
Where there has been an amalgamation of corporations de- 
scribed in paragraph (1.1)(a) or (b), the new corporation shall, 
for the purposes of, section 29 of the Income Tax Application 
Rules, subsection 59(3.3), and sections 66, 66.1, 66.2, 66.4 
and 66.7, be deemed to be the same corporation as and a con- 


ration. See additional Related provisions and Definitions at end of s. 
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tinuation of each predecessor corporation, except that this 
subsection shall in no respect affect the determination of any 
predecessor corporation’ s fiscal period, taxable income or tax 
payable. 


Pre-RSC History: Subsec. 87(1.2) amended i 1987, c. 46, sub- 
sec. 29(1), to add reference to section 66.7, applicable to taxation 
years ending after February 17, 1987 with respect to amalgamations 
occurring after 1982, and with respect to amalgamations occurring 
after December 14, 1975 and before 1983 where an election has 
been made under subsection 87(1.2) as that subsection read at that 
time. 


Subsec. 87(1.2) substituted by 1985, c. 45, subsec. 42(1), applicable 
with respect to amalgamations occurring after 1982. Subsec. 87(1.2) 
formerly read: 


(1.2) Parent corporation’s resource expenses on amal- 
gamation — Where there has been an amalgamation of a 
corporation (in this subsection referred to as the “parent cor- 
poration”) and one or more other corporations, each of which 
was a subsidiary wholly-owned corporation of the parent cor- 
poration, and the new corporation has elected under this sub- 
section in its return of income under this Part for its first taxa- 
tion year ending after October 28, 1980, the following rules 
apply for that year and all subsequent taxation years of the 
new corporation: 


(a) with respect to exploration or development expenses, 
Canadian exploration and development expenses, foreign 
exploration and development expenses, cumulative Cana- 
dian exploration expense, cumulative Canadian develop- 
ment expense and cumulative Canadian oil and gas prop- 
erty expense of 


(i) the parent corporation, or 


(ii) a predecessor of the parent corporation where the 
parent corporation is. a successor corporation or a 
second successor corporation of the predecessor for 
the purposes of subsection 29(25) or (29) of the In- 
come Tax Application Rules, 1971 or subsection 
66(6), (7), (8) or (9), 66.1¢4) or (5), 66.2(3) or (4) or 
66.4(3) or (4), 


the new corporation shall be deemed to be the same cor- 
poration as, and a continuation of, the parent corporation, 
except that an election under this subsection shall in no 
respect affect the determination of the fiscal period of, 
the taxable income of, or the tax payable by, the parent 
corporation; and 


(b) for the purposes of subsections 29(25) and (29) of the 
Income Tax Application Rules, 1971] and subsections 
66(6), (7), (8) and (9), 66.1(4) and (5), 66.2(3) and (4) 
and 66.4(3) and (4), the new corporation shall be deemed 
not to be a successor corporation with respect to the ex- 
penses described in paragraph (a) of the parent 
corporation. 


Subpara. 87(1.2)(a)(ii) substituted by 1984, c. 1, subsec. 38(1), to 
substitute “predecessor” for “predecessor corporation”, applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983. 


Para. 87(1.2)(a) substituted by 1980-81-82-83, c. 140, s. 52, appli- 
cable with respect to coma enmagons Senuriag after December 14, 
1975. 

Subsec. 87(1.2) added by 1980-81-82-83, c. 48, subsec. 47(1), ap- 
plicable in respect of amalgamations occurring after-December 14, 
1975. 

Regulations:. 1214 (resource and processing allowances — pur- 
poses for which amalgamated corporation deemed to be continua- 
tion of predecessors). 

Interpretation Bulletins: I[T-125R4: Dispositions of resource 
properties. See also list at end of s. 87. 
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(1.3) [Repealed under former Act] 


Pre-RSC History: Subsec. 87(1.3) repealed by 1985; cc. 45, sub- 
sec. 42(1), applicable with respect to amalgamations occurring after 
hee Subsec. 87(1.3) formerly read: 


(1.3) Shareholder corporation - — Where there has been an 
amalgamation of a’shareholder corporation (within the mean- 
ing assigned by paragraph 66(15)(i)) and one or more other 
corporations each of which is.a subsidiary wholly-owned cor- 
poration of the shareholder corporation, for the purposes of 
sections 66, 66.1, 66.2 and 66.4, the new corporation, shall be 
deemed to be a shareholder corporation and to be the same 
corporation as, and ‘a continuation of, the” shareholder 
corporation. 2 : 


Subsec. 87(1.3) substituted by 1980-81-82-83, c..140, subsec. 52(1), 
applicable with respect to amalgamations occurring after December 
14, 1975. f 


Subsec. 87(1.3) added by 1980-81-82-83,,c. 48, subsec. 47(1), ap- 
plicable in respect of amalgamations occurring after, December 14, 
1275; , 


(1.4) Definition of “subsidiary ed 
corporation” — Notwithstanding subsection 
248(1), for the purposes of this subsection and sub- 
sections (1.1), (1.2). and (2.11), “subsidiary wholly- 
owned corporation” of a person (in this subsection 


referred to as the “parent”) means a corporation all. 


the'issued and outstanding shares of the capital stock 
of which belong to 


(a) the parent; 


(b) a corporation that is a subsidiary: wholly- 
owned corporation of the parent; or 


(c) any combination of persons each of which is a 
person described in paragraph (a). or (b). 


Related Provisions: See Related provisions. and Definitions at 
end of subsec. 87(9). 


History: Subsec. 87(1.4) substituted by 1994, c. 21, subsec. 39(2), 
applicable to amalgamations Pon after December 21, 1992. 
That subsec. formerly read: 


(1.4) Definition of “subsidiary wholly-owned corpora- 
tion” — Notwithstanding subsection 248(1), for the purposes 
of this subsection and subsections (1.1), (1.2) and: (2.11), 
“subsidiary wholly-owned. corporation” of a corporation (in 
this subsection referred to as the “parent corporation”) means 
a corporation all the issued and outstanding shares of the cap- 
ital stock of which belong to 


(a) the parent corporation; — 


~ (b) a corporation that is a subsidiary wholly-owned cor- 
poration of the parent corporation; or 


(c) any combination of corporations each of which is a 
corporation described in paragraph (a) or (b). 


That portion of subsec. 87(1:4) preceding para. (a) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 37(2), to add reference to 
subsection (2:11), applicable to amalgamations occurring after 
1989. 


Pre-RSC +fattays Subsec. 87(1.4) amended: by 1985, c. 45, sub- 
sec. 42(2), applicable with respect to amalgamations occurring after 


1982. to substitute “subsections (1.1) and (1.2)” for “subsections 


(1.1), (1.2) and (1.3)”. 


Subsec. 87(1.4) added by 1980-81-82-83, c. 140, subsec. 52(2), ap- 
plicable with respect to amalgamations aa aac after December 
14, 1975. 


Interpretation Bulletins: See list at end of s. 87. 


S. 87(2)(b)@) 


(1.5) Definitions — For the purpose?of this section, 
“financial institution’, “mark-to-market property” 
and, .“‘specified debt obligation” haye. the meanings 
assigned by subsection 142.2(1). 


History: Subsec. 87(1.5) added by. 1995, c. 21, subsec. 54(1), ap- 
plicable to taxation years that end after February 22, 1994. 


(2) Rules applicable — Where there has been-an 


amalgamation of two or more corporations after 


1971 the following rules apply: 


(a) taxation year —for the purposes of. this 
Act, the corporate entity formed as a result of the 
amalgamation shall be deemed to be a new cor- 
. poration the first taxation year-of which,shall be 
- deemed to: have commenced at the time of the 
amalgamation, and a taxation year of a predeces- 
sor corporation that would otherwise have ended 
vafter the amalgamation shall be deemed to have 
ended immediately before the amalgamation; 
Selected Cases [para. 87(2)(a)]: Pan Ocean Oil Ltd. y, Canada, 
[1994] 2 C.T.C. 143 (FCA) (New company did not “acquire” prop- 
erty of predecessor companies); Guaranty Properties Ltd. v. Can- 
ada, [1990] 2 C.T.C. 94 (FCA); leave to appeal to SCC refused 
(1991), 49 BLR 320 (note) (Notice of reassessment’ to company 
subsequent to amalgamation was valid). 


Interpretation Bulletins: IT-179R: Change of fiscal period. See 
also list at end of s. 87. 


Information Circulars:, 88-2, para. 21: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


(b) inventory — for the purpose of penipitine 
the income of the new corporation, where the 
property described in the inventory, if any, of the 
new. corporation at the beginning of its first, taxa- 
tion year includes property that.was described in 
the inventory of a predecessor corporation at the 
end of the taxation year of the predecessor corpo- 
ration that ended immediately before the amalga- 
mation (which taxation year of a predecessor cor- 
poration is referred to’in this section as its “last 
taxation year”), the property so included shall be 
deemed to have been acquired. by the new corpo- 
ration at the beginning of its first taxation year 
for an amount determined in accordance’ with 
section 10 as the value thereof for the purpose of 
computing the income of the predecessor corpo- 
ration for its last taxation year, except that where 
the income of the’ predecessor corporation for its 
last taxation year from a farming business was 
computed in accordance with the, cash method, 
the amount so-determined in respect of inventory 
owned..in connection with that business shall be 
deemed.to be the total of all amounts, each of 
which is an amount included because. of para- 
graph 28(1)(b) or (c) in computing that..income 
for that year and, where the income of the new 
corporation from.a farming business is computed 
in accordance with the cash method, for the pur- 
pose-of section 28, 


(i) an amount equal to that total shall be 
deemed to have been paid by the new corpora- 
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tion, and 


(ii) the new corporation shall be deemed to 
have purchased the property for an amount 
equal to that total, 


in its first taxation year and in the course of car- 
rying on that business; 


History: Para. 87(2)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 65(1), applicable to amalgamations occurring after 
1988, except that, in its application. with respect to property ac- 
quired from a predecessor corporation the last taxation year of 
which commenced before 1989, the reference to “paragraph 
28(1)(b) or (c)” in the para. shall be read as “paragraph 28(1)(b)”. 
Para. 87(2)(b) formerly read: 


(b) inventory — for the purpose of computing the income of 
the new corporation for its first taxation year, where the prop- 
erty described in the inventory, if any, of the new corporation 
at the commencement of that year includes 


(i) property that was described in the inventory of a pred- 
ecessor corporation at the end of the taxation year of the 
predecessor corporation that ended immediately before 
the amalgamation (which taxation year of a predecessor 
corporation is referred to in this section as its “last taxa- 
tion year”), or 

(11) property that would have been described in the inven- 
tory of the predecessor corporation at.the end of its last 
taxation year if its income for that year had not been 
computed in accordance with the method authorized by — 
subsection 28(1), 


the property so included shall be deemed to have been ac- 
quired by the new corporation at the commencement of its 
first taxation year for an amount determined in accordance 
with section 10 as the value thereof for the purpose of com- 
puting the income of the predecessor corporation for its last 
taxation year, except that where the income of the predeces- 
sor corporation for its last taxation year was computed in ac- 
cordance with the method authorized by subsection 28(1), the 
amount so determined shall be deemed to be the amount, if 
any, specified in respect of the predecessor pas tite: under 
paragraph 28(1)(b) for that year; 


Pre-RSC History: That portion of para. 87(2)(b) pthc a sub- 
para. (11) amended by 1985, c. 45, subsec. 42(3), applicable with 
respect to amalgamations occurring after 1981, to substitute “the 
amount, if any, specified in respect of the predecessor corporation 
under paragraph 28(1)(b) for that year” for “nil”. 


Interpretation Bulletins: IT-427R: Livestock of farmers. See 
also list at end of s. 87. 


(c) method. adopted for computing in- 
come — in computing the income of the new 
corporation for a taxation year from a business or 
property 
(1) there shall be included any amount re- 
ceived or-receivable (depending on the 
method followed by the new corporation in 
computing its income for that year) by it in 
that year that would, if it had been received or 
receivable (depending on the method followed 
by the predecessor corporation in computing 
its income for its last taxation year) by the 
predecessor corporation in its last taxation 
year, have been included in computing the in- 
come of the predecessor corporation for that 
year, and 
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(11) there may be deducted any amount paid or 
payable (depending on the method followed 
by the new corporation in computing its in- 
come for that year) by it in that year that 
would, if it had been paid or payable (depend- 
ing on the method followed by the predeces- 
sor corporation in computing its income for its 
last taxation year) by the predecessor corpora- 
tion in its last taxation year, have been deduct- 
ible in computing the income of the predeces- 
sor corporation for that year; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(c) substituted by 1974-75-76, c. 26, 
subsec. 51(2), applicable in respect of amalgamations occurring af- 
ter May 6, 1974. Para. 87(2)(c) formerly read: 


(c) where the method°adopted by the new corporation for 
computing its income for a taxation year from a business is 
not the same as the method adopted by a predecessor corpora- 
tion for computing its income for its last taxation year or a 
previous taxation year, in computing the income of the new 
corporation for that taxation year from the business 


(1) there shall be included any amount received by it in 
that year in payment of or on account of a debt owing to 
the predecessor corporation that would, if it had been re- 
ceived by the predecessor corporation in its last taxation 
year, have been included in computing the income of the 
predecessor corporation for that year, and 


(ii) there may be deducted any amount paid by it in that 
year in payment of or on account of a debt owing by the 
predecessor corporation that would, if it had been paid by 
the predecessor corporation in its last taxation year, have 
been deductible in computing the income of the prede- 
cessor corporation for that year; 


Interpretation Bulletins: See list at end of s. 87. 


(d) depreciable property — for the purposes 
of sections 13 and 20 and any regulations made 
under paragraph 20(1)(a), 


(i) where depreciable property of a prescribed 
class has been acquired by the new corpora- 
tion from a predecessor corporation, the capi- 
tal cost of the property to the new corporation 
shall be deemed to be the amount that was the 
capital cost of the property to the predecessor 
corporation, and 


(11) in determining the undepreciated capital 
- cost to the new corporation of depreciable 
property of a prescribed class at any time, 


(A) there shall be added to the capital cost 
to the new corporation of depreciable 
property of the class acquired before that 
time the cost amount, immediately before 
the amalgamation, to a predecessor corpo- 
ration of each property included in that 
class by the new corporation, ©’ 


(B) there shall be subtracted from the capi- 
tal cost to the new corporation of deprecia- 
ble property of that class acquired before 
that time the capital cost to the new corpo- 
ration of property of that class acquired by 
virtue of the amalgamation, 
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(C) a reference in ~subparagraph 
13(5)(b)(ii) to amounts that would have 
been deducted in respect of property in 
computing a taxpayer's income shall be 
construed as including a reference to 
amounts that would have been deducted in 
respect of that property in computing a 
predecessor corporation’s income, and 


(D) where depreciable. property that is 
deemed by subsection’37(6) to be a sepa- 
-rate prescribed class has been acquired by 
the new corporation from a predecessor 
corporation, the property shall continue to 
- be deemed to be of that same separate pre- 
scribed class; 


History: Cl. 87(2)(d)(ii)(C) amended by 1997; ¢,.25,.subsec. 18(1), 
applicable to taxation years that begin after 1996. Cl. (ii)(C) for- 
merly read: 


-(C) a reference in subparagraph 13(5)(b)(ii) to amounts that, 
would have been deducted by a taxpayer in respect of trans- 
ferred property shall be construed’as including a reference to 
amounts that would have been deducted by a predecessor cor- 
poration in respect of that property, and: 


Cl. 87(2)(d)(ii)(C) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 65(2), applicable to taxation years commencing ‘after June 
17, 1987 that end after 1987. Cl. (ii)(C) formerly read: 


(C) a reference in subparagraph 13(5)(a)(ii) to amounts that 
would have been allowed to a taxpayer in respect of trans- 
ferred property, at the rate that was allowed to the taxpayer, in 
respect of property of a prescribed class, shall be,construed as 
including a reference to amounts that would have been al-, 
lowed to a predecessor corporation in respect of that property 
at the rate that was allowed to the predecessor corporation in 
respect of property of that prescribed class, and 


Pre-RSC History: Cl. 87(2)(d)(ii)(A) substituted by 1988,.c. 55, 
subsec. 60(1), applicable with respect to amalgamations occurring 
after 1987. Cl. (ii)(A) formerly read: 


(A) there shall be added to the capital cost to the new corpo- 
ration of depreciable property of that class acquired before 
that time the undepreciated capital cost to each of the prede- 
cessor corporations of property of that. class immediately 
before the amalgamation, 


1.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 


Interpretation Bulletins: See list at end of s. 87. 


(d.1) depreciable property acquired from 
predecessor corporation — for the purposes 
of this Act, where depreciable property (other 
than property of a prescribed class) has been ac- 
quired by the new corporation from a predecessor 
corporation, the new corporation shall be deemed 
to have acquired the property before 1972 at an 
actual cost equal to the actual cost of the property 
to the predecessor corporation, and the new cor- 
poration shall be deemed to have been allowed 
the total of all amounts allowed to the predeces- 
sor corporation in respect of the property, under 
regulations made under paragraph 20(1)(a), in 
computing the income of the predecessor 
corporation; . ; 


S. 87(2)(e.2) 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(d:1) added by 1974-75-76, c. 26, 


' subsec. 51(3), applicable in respect of amalgamations occurring af- 


ter 1971. 
1:T. Application Rules: 20(1.2) (transfer of depreciable property 


_ by-person who owned it before 1972). 


Interpretation Bulletins: See list at end of s. 87. 
(e) capital property — subject to paragraph 
(e.4) and subsection 142.6(5), where a capital 
property (other than depreciable property or an 
interest in a partnership) has been acquired by the 
new corporation from a predecessor corporation, 
the cost of the property to the new corporation 
shall be deemed to be the amount that -was the 
adjusted cost base of the property to the predeces- 
sor corporation “immediately before the 
amalgamation; 

Related Provisions: 53(6) — Effect of amalgamation on ad- 

justed cost base of share, partnership interest or trust interest, 


' 69(13) — Amalgamation or merger. 


- History: Para: 87(2)(e) amended by 1995, c. 21, subsec. 54(2), ap- 
| plicable to taxation years that end after February 22, 1994. Para. (e) 


formerly read: 


-(e) where any capital property (other than depreciable prop- 
erty or an interest in‘a partnership) has been acquired by the 
new corporation from a predecessor corporation, the cost of 
the property to the new corporation shall be deemed to be the 
amount that was the adjusted cost base of the property to the 
predecessor corporation immediately before the 
amalgamation; ° 


Pre-RSC History: Para. 87(2)(e) amended by 1987, c. 46, subsec. 
29(2), to substitute “(other than depreciable property or an interest 
in,a partnership)” for “(other than depreciable property)”, applicable 
with respect to.amalgamations occurring after January 15, 1987. 


Interpretation Bulletins: See list at end of s. 87. 


(e.1) partnership interest — where a partner- 
ship interest that is capital property has been ac- 
quired from: a predecessor corporation to which 
the new corporation was related, for the purposes 
of this Act, the cost of that partnership interest to 
the new corporation shall: be: deemed to be the 
amount that was the cost of that interest to the 
predecessor ‘corporation and, in’ respect of» that 
partnership interest, the new corporation shall be 
deemed to be the same corporation as and a con- 
tinuation of the. predecessor corporation; 

Related Provisions: 53(1)(e), 53(2)(c) — Adjusted. cost base — 

partnership interest;. 88(1)(c),.. 88(1)(e.2) — Winding-up, 

100(2.1) — Gain from disposition of partnership interest on amal- 


gamation. See additional Related provisions and Definitions at end 
of s. 87. 


Pre-RSC History: Para. 87(2)(e.1) added by 1987, c. 46, subsec. 
29(2); applicable with respect'to amalgamations occurring after Jan- 
uary 15, 1987. 


Interpretation Bulletins: See list.at end of s. 87. 


(e.2) security or debt obligation — subject to 
paragraphs (e.3) and (e.4) and subsection 
142.6(5), where a property that/is a security or 
debt obligation (other than a capital property or 
an inventory) of a predecessor corporation used 
by it in the year in, or held by it in the year in the 
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course of, carrying on the business of insurance 
or lending money in the taxation year ending im- 
mediately before the amalgamation has been ac- 
quired by the new corporation from the predeces- 
sor corporation, the cost of the property to the 
new corporation shall be deemed to be the 
amount that was the cost amount of the property 
to the predecessor corporation immediately 
before the amalgamation; 


Related Provisions [para. 87(2)(e.2)]: 88(1)(e.2) — Winding- 
up. 

History: Para. 87(2)(e.2) amended by 1995, c. 21, subsec. 54(3), 
applicable to taxation years that end after February 22, 1994, Para. 
(e.2) formerly read: 


(e.2) where any property that is a security or debt obligation 
(other than a capital property or an inventory) of a predeces- 
sor corporation used by it in the year in, or held by it in the 
year in the course of, carrying on the business of insurance or 
lending money in the taxation year ending immediately 
before the amalgamation has been acquired by the new corpo- 
ration from the predecessor corporation, the cost of the prop- 
erty to the new corporation shall be deemed to be the amount 
that was the cost amount of the property to the predecessor 
corporation immediately before the amalgamation; 


Pre-RSC History: Para. 87(2)(e.2) added by 1988, c. 55, subsec. 
60(2), applicable to amalgamations occurring after. December 15, 
1987. 


Interpretation Bulletins: See list at end of s. 87. 


(e.3) financial institutions — specified debt 
obligation — where the new corporation is a fi- 
nancial institution in its first taxation year, it shall 
be deemed, in respect of a specified debt obliga- 
tion (other than a mark-to-market property) ac- 
quired from a predecessor corporation that was a 
financial institution in its last taxation year, to be 
the same corporation as, and a continuation of, 
the predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up; 142. ae) +=)Par- 
allel rule for rollover transactions generally. 


History: Para. 87(2)(e.3) added by 1995, c. 21, subsec. 54(3), ap- 
plicable to amalgamations occurring, and windings-up beginning, 
after February 22, 1994. 
(e.4) financial institutions — mark-to- 
market property — where: 


(1) the new corporation is a financial institu- 
tion in its first taxation year and a property ac- 
quired by the new corporation from a prede- 
cessor corporation is a mark-to-market 
property of the new corporation for the year, 
or 


(ii) a predecessor corporation was a financial 
institution in its last taxation year and a prop- 
erty acquired by the new corporation from the 
predecessor corporation was a mark-to-market 
property of the predecessor corporation for the 
year, 


the cost of the property to the new corporation 
shall be deemed to be the amount that was the 
fair market value of the property immediately 
before the amalgamation; 
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Related Provisions: 87(2)(e), (e.2)— Rule overrides normal 
rules for capital property, securities and debt obligations; 87(2)(g.2), 
142.6(1)(b) — Predecessor non-financial institution deemed to have 
disposed of property before amalgamation; 142.5(2) — Predecessor 
financial institution deemed to have disposed of property before 
amalgamation; 142.6(5), (6)— Acquisition of specified debt obli- 
gation by financial institution in rollover transaction. 


History: Para. 87(2)(e.4) added by 1995, c. 21, subsec. 54(3), ap- 
plicable to amalgamations occurring after October 1994. 


(e.5) financial institutions — mark-to- 
market property — for the purposes of subsec- 
tions 112(5) to (5.2) and (5.4) and the definition 
“mark-to-market ‘property’ in ~ subsection 
142.2(1), the new corporation shall be deemed to 
be the same corporation as, and a continuation of, 
each predecessor corporation; 


Related Provisions: 88(1)(h) — Parallel rule on windup. 


History: Para. 87(2)(e.5) added by 1995, c. 21, subsec. 54(3), ap- 
plicable to amalgamations occurring at any time (including, for 
greater certainty, amalgamations occurring before June 22, 1995). 


(f) eligible capital property — for the pur- 
poses of determining under this Act any amount 
relating to cumulative eligible capital, an eligible 
capital amount, an eligible capital expenditure or 
eligible capital property, the new corporation 
shall be deemed to be the same corporation as, 
and a continuation of, each predecessor 
corporation; 


History: Para. 87(2)(f) amended by 1994; c. 7, Sch. VII (1993, c. 
24), subsec. 37(3), applicable to amalgamations occurring after June 
1988. That para. formerly read: 


(f) cumulative eligible capital — for the purposes of com- 
puting the cumulative eligible capital of the new corporation 
at any time in respect of a business, where a predecessor cor- 
poration carried on a business that is carried on by the new 
corporation, the amount of the cumulative eligible capital of 
the predecessor corporation immediately before the amalga- 
mation in respect of that business shall be added to. the 
amount determined for A in the definition “cumulative eligi- 
ble capital” in subsection 14(5) in respect of that business; 


Interpretation Bulletins: See list at end of s. 87. 


(f.1) [Repealed] 


History: Para. 87(2)(f.1) repealed by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 37(3), applicable to amalgamations occurring after June 
1988. That para. formerly read: 


(f.1) idem — notwithstanding paragraph (f), for the purposes 
of computing the cumulative eligible capital of the new cor- 
poration at any time in respect of a business, where the last 
taxation year of a predecessor corporation commenced before 
July, 1988 and the predecessor corporation carried on a busi- 
ness that is carried on by the new corporation, */2 of the 
amount of the cumulative eligible capital of the predecessor 
corporation immediately before the amalgamation in respect 
of that business shall be added to the amount determined for 
A in the definition “cumulative eligible capital” in subsection 
14(5) in respect of that business; 


Pre-RSC History: Para. 87(2)(f.1) added by 1988, c. 55, subsec. 
60(3),. applicable with respect to amalgamations occurring after 
June 1988. 


(g) reserves — for the purpose of computing 
the income of the new corporation for a taxation 
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year, 


(i) any amount that has been deducted as a re- 
serve in computing the income of a predeces- 
sor corporation for its last taxation year.shall 
be: deemed to have been deducted asa reserve 
in computing the income of the new corpora- 
tion for a taxation year immediately peeeons 
its first taxation year, and 


(ii) any amount deducted under paragraph 
20(1)(p) in computing the income of a prede- 
cessor corporation for its last taxation year or 
a previous taxation year shall be deemed. to 
have been deducted under that paragraph in 
computing the income of the new corporation 
for a taxation year immediately preceding its 
first taxation year; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(g.1) continuation — for the purposes’ of sec- 
tions 12.3 and 12.4, subsection 20(26) and sec- 
tion 26, the new corporation shall be deemed to 
be the same corporation as, and a continuation of, 
each predecessor corporation; _ 
Pre-RSC History: Para. 87(2)(g.1) amended by 1988, es 55, sub- 
sec. 60(4), to add “sections 12.3 and 12. 4, subsection 20(26) and”, 


applicable to taxation years commencing after June 17, 1987 that 
end after 1987 of corporations formed as a result of amalgamations. 


Para. 87(2)(g.1) added by 1986, c. 55, subsec. 23(1), applicable in 
respect ‘of amalgamations occurring ‘after 1979. . 


Interpretation Bulletins: See list at end of s. 87. 


(g.2) financial institution rules — for the pur- 
poses of paragraphs 142.4(4)(c) and (d) and sub- 
sections 142.5(5) and (7) and 142.6(1), the new 

~ corporation shall be deemed to be the same cor- 
poration as, and a continuation of, each predeces- 
sor corporation; 


Related Provisions: 88(1)(c.2)— Winding-up: 142.6(1)(b) — (h) debts — for the purpose of computing a de- 
Deemed disposition of specified debt obligations and mark-to-mar- duction from the income of the new corporation 
ket properties on becoming a financial institution. for a taxation year under paragraph 20(1)d),.€. ) 
History: Para. 87(2)(g.2) added by 1995, c. 21, subsec. 54(4), ap- or (p) 


plicable to taxation years that end after: February 22, 1994. (i) any dehit owing toa predecessor corpora- 


tion that was included in computing the.in- 
come of, the predecessor corporation. for its 
last taxation year or a preceding taxation year, 


(ii) where a predecessor corporation was an 
insurer or a corporation the ordinary business 
of which included the lending of money, any 
loan or lending asset:made or acquired by: the 
predecessor corporation in the ordinary course 
of its business of insurance or the lending of 
money, or | 


(iil) where a predecessor corporation was an 
insurer or a corporation the ordinary business 
of which included the lending of money, any 
instrument or commitment described: in» para- 
graph 20(1)(1.1) that was issued, made or as- 
sumed by the predecessor corporation in the 
ordinary course of its business of insurance or 
the lending of money, 
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and that by reason of the amalgamation, has been 
acquired by the new corporation, shall be deemed 
to be a debt owing to the new corporation that 
was included in computing its income for a pre- 
ceding taxation year, a loan or lending asset made 
or acquired or an instrument or commitment that 
was issued, made or assumed by the new corpo- 
ration in a preceding taxation year in the ordinary 
course of its business of insurance or the lending 
of money, as the case may be; 

Related Provisions: 80(2) — Deemed settlement on amalgama- 

tion; 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(h) substituted by 1988, c. 55, sub- 
sec. 60(5), applicable to taxation years commencing after June 17, 
1987 that end after 1987 of corporations formed as a result of amal- 
gamations. Para. 87(2)(h) formerly read: 


(h) debts — for the purpose of computing a deduction from 
the income of the new corporation for a taxation year under 
paragraph 20(1)(1) or (p) or section 33, where any debt owing 
to a predecessor corporation 


(i) that was included in computing the income of the 
predecessor corporation for its last taxation year or a pre- 
vious taxation year, or 


(ii) that arose from a loan made in the ordinary course of 
business by the predecessor corporation, part of whose 
ordinary business was the lending of money, 


has, by virtue of the amalgamation, been acquired by the new 
corporation, the amount thereof shall be deemed to be a debt 
owing to the new corporation that was included in computing 
the income of the new corporation for a previous taxation 
year or that arose from a loan so made by it, as the case may 
be; 

Interpretation Bulletins: See list at end of s. 87. 


(h.1) debts — for the purposes of section 61.4, 
the description of F in subsection 79(3), the defi- 
nition “forgiven amount” in subsection 80(1), 
subsection 80.03(7) and section 80.04, the new 
corporation shall be deemed to be the same cor- 
poration as, and a continuation of, each predeces- 
sor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(h-1) added by 1995, c. 21, subsec. 30(1), ap- 
plicable to taxation years that end after February 21, 1994. 


(i) special reserve — for the purpose of com- 
puting a deduction from the income of the new 
corporation for a taxation year under paragraph 
20(1)(n), any amount included in computing the 
income of a predecessor corporation from a busi- 
ness for its last taxation year or a previous taxa- 
tion year in respect of property sold in the course 
of the business shall be deemed to have been in- 
cluded in computing the income of the new cor- 
poration from the business for a previous year in 
respect of that property; 


Related Provisions: 88(1)(e.2) — Winding-up. 

Interpretation Bulletins: IT-154R: Special reserves. See also list 

at end of s. 87. 
(j) special reserves — for the purposes of 
paragraphs 20(1)(m), (m.1) and (m.2), subsection 
20(24) and section 34.2, the new corporation is 
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deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(j) amended by 1996, c. 21, subsec. 15(1), ap- 

plicable to amalgamations that occur and windings-up that begin af- 

ter 1994. The para. formerly read: 
(j) idem — for the purposes of paragraphs 20(1)(m), (m.1) 
and (m.2) and subsection 20(24), the new corporation shall be 
deemed to be the same corporation as, and a continuation of, 
the predecessor corporation; 

Para. 87(2)(j) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 

sec. 37(4), applicable to amalgamations occurring and windings-up 

beginning after 1990. Para. (j) formerly read: 
(j) idem — for the purpose of computing a deduction from 
the income of the new corporation for a taxation year under 
paragraph 20(1)(m), (m.1) or (m.2) or section 32, any amount 
included in computing the income of a predecessor corpora- 
tion from a business for its last taxation year or a preceding 
taxation year by virtue of paragraph 12(1)(a) shall be deemed 
to have been included in computing the income of the new 
corporation from the business for a preceding taxation. year 
by virtue of that paragraph; 

Pre-RSC History: Para. 87(2)(j) substituted by 1984, c, 1, subsec. 

38(2), to add “(m.1) or (m.2)” and to substitute “preceding” for 

“previous”, applicable to 1979 et seq. 


Interpretation Bulletins: IT-154R: Special reserves. See also list 
at end of s. 87. 


(j.1) inventory adjustment — for the purposes 
of paragraph 20(1)(Gi), an amount required by 
paragraph 12(1)(r) to be included in. computing 
the income of a predecessor. corporation for.its 
last taxation year shall be deemed to be an 
amount required by paragraph 12(1)(r) to be in- 
cluded in computing the income of the new cor- 
poration for a taxation year immediately preced- 
ing its first taxation year; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(j.1) added by 1979, c. 5, subsec. 


28(2), applicable in respect of amalgamations occurring after No- 
vember 16, 1978. 


Interpretation Bulletins: See list at end of s. 87. 


(j.2) prepaid expenses — for the purposes of 

subsections 18(9) and (9.01) and paragraph 

20(1)(mm), the new corporation shall be deemed 

to be the same corporation as, and a continuation 
_ of, each predecessor corporation; 
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Related Provisions; 88(1)(e.2) — Winding-up.. 
History: Para. 87(2)(j.2) amended by 1995, c. 3, subsec. 23(1); ap- 
plicable to 1994 et seq. Para. (j.2) formerly read: 
(j:2) prepaid expenses — for the purposes of subsection 
18(9) and paragraph 20(1)(mm), the new corporation shall be 
deemed to be.the same corporation as, anda continuation of, 
each predecessor corporation; 


Pre-RSC History: Para. 87(2)(j.2) substituted by 1984, c. 45, 
subsec. 27(1), to add “paragraph 20(1)(mm) and”, applicable to 
1984 et seq: 


Para. 87(2)(j.2) added by 1980- 81-82-83, c. 48, subsec. 47(2), appli- 
cable to amalgamations occurring after December 11, 1979. 


Interpretation Bulletins: See list at end of s. 87. 


(j.3) employee benefit plans, etc. — for the 
purposes of paragraphs 12(1)(n-1), (n.2) and (n.3) 
and 20(1)(r), (00) and (pp), section 32.1, para- 
graph 104(13)(b) and Part XI.3, the new corpora- 
tion shall be deemed to be the same corporation 
as, and a continuation of, eae predecessor 
corporation; 


_ Related Provisions: 88(1)(e. oy Shade up 


History: Para. 87(2)(j.3) substituted by 1994, c..21, subsec. 39(3), 
applicable to taxation years ending after December 21, 1992. That 
para. formerly read: 
(j.3) employee benefit plans, etc. on the purposes of 
paragraphs 12(1)(n.2) and (n.3), 20(1)(r), (00) and (pp), sec- 
tion 32.1 and Part XI.3, the new corporation shall be deemed 
to be the same corporation as, and a continuation of, each 
predecessor corporation; 


Para. 87(2)(j.3) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
65(3), to add reference to para. (pp), applicable to amalgamations 
occurring and windings-up commencing after 1985. 


Pre-RSC History: Para. 87(2)(j.3) amended by 1987, c. 46, sub- 
sec. 29(3), to substitute “of paragraphs 12(1)(n.2) and (n.3), 20(1)(r) 
and (00), section 32.1 and Part X1.3” for “of paragraphs 12(1)(n.2) 
and 20(1)(o0) and section 32.1”, applicable after October 8, 1986. 


Para. 87(2)(j.3) amended by 1986, c. 55, subsec. 23(2), to substitute 
“of paragraphs 12(1)(n.2) and 20(1)(00) and section 32.1” for “of 
section 32.1” applicable with respect to amalgamations occurring 
after February 25, 1986. 


Para. 87(2)(j.3) added by 1980-81-82-83, c. 48, subsec. 47(2), appli- 
cable to amalgamations occurring after December 11, 1979. 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. See also list at end of s. 87. 


(j.4) accrual rules — for the purposes of sub- 
sections 12(3) and (9), section 12.2, SUP Seat 
20(19) and the definition “adjusted cost basis” 
subsection 148(9) of this Act, and Pibse-ons 
12(5) and (6) and paragraph 56(1)(d.1) of the In- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, the new corporation shall 
be deemed to be the same corporation as, and a 
continuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(j.4) substituted by 1980-81-82-83, 
c. 140, subsec: ‘52(3), applicable’ after December 1, 1982. Para. 


S) 87(2)(j.6) 


87(2)(j.4) formerly read: 

»”G.4) accrued interest income — for the purposes of subsec- 
tions’ 12(3) to*(6) and 20(19) and paragraph 148(9)(a), the 
hew corporation shall be deemed to'be the same corporation 
as, and a continuation of, each predecessor corporation; 


Para. 87(2)(j.4) added by 1980-8 1- BD-84 c. 48, subsec. 47(2), appli- 
cable in respect of amalgamations occurring after October 28, 1980. 


1.T. Application Rules: 69 (meaning of “Income Bak Act, chapter 
148 of the Revised Statutes. of, Canada, 1952”); 


Interpretation Bulletins: See list at end of s. 87. 


(j.5) cancellation of lease — for the purposes 
of paragraphs 20(1)(z) and (z.1), the:new corpo- 
ration shall be deemed to be the same corporation 
as, and a. continuation Ol, each predecessor 
corporation; pitw old 


Related Provisions: 88(1)(e.2) — Winding- up.- 


Pre-RSC History: Para. 87(2)(j.5) added by {980-81-82-83, c. 
140, subsec. 52(3), applicable to payments relating to lease cancel- 
lations occurring after November 12, 1981, other than a cancellation 
pursuant to an agreement in writing entered into on or before that 
date. 


Interpretation Bulletins: See list at end of s. 87. 


(j.6) continuing, corporation — for, the ‘pur- 
poses of paragraphs. 12(1)(t) and (x), subsections 
12(2.2) and 13(7.1), (7.4) and (24), paragraphs 
13(27)(b) and (28)(c), subsections 13(29) and 
18(9:1), paragraphs 20(1)(e); (e.1) and (hh), sec- 
tions 20.1 and 32, paragraph 37(1)(c), subsection 
39(13), subparagraphs 53(2)(c)(vi). and (h)(i1), 
paragraph 53(2)(s), subsections 53(2.1), 66(11. 4), 
66.7(11) and:152(4.3), the determination of Din 
the definition “undepreciated capital cost” in sub- 
section 13(21) and the determination of L in the 
definition “cumulative Canadian exploration ex- 
pense” in subsection 66.1(6), the new corporation 
shall be deemed to be the same corporation as, 
and a continuation of, each predecessor 
corporation; 

Related Provisions: 55(3.2)(b) — Continuation for purposes of 


butterfly Fept pamnzauiens fi capital Bale stripping, es = — 
Winding-up. 


History: Para. 87(2)(j.6) substituted by 1994, c. 21, subsec. 39(4), 
applicable after January 1990, and 


(a) in applying the para. after 1987 and before February 1990, it 
shall be read as including a reference to para. 20(1)(e-1); and 


(b). in ‘applying, the para.’after Januaty 1990 and before 1994, it 
shall be read as if the reference init to “‘sections-20.1 and 32” 
were a:reference to “section 32”. 


Para: 87(2)(j.6) formerly read: 


(j.6) [continuation as to various subjects] — forthe pur- 
poses of paragraphs 12(1)(t) and (x), subsections 12(2.2), and 
13(7.1), (7.4) and (24), paragraphs 13(27)(b) and (28)(c), sub- .. 
sections 13(29) and 18(9.1), paragraphs 20(1)(e) and (hh), 
section 32, paragraph 37(1)(c), subsection 39(13), subpara- 
graphs 53(2)(c)(vi) and (h)(ii), paragraph 53(2)(s), subsec- 
tions 53(2.1), 66(11.4); 66.7(11)»and' 152(4.3) and. the ‘deter- 
mination of D in the.definition “undepreciated capital cost” in 
subsection 13(21) and of L in the definition “cumulative Ca- 
nadian exploration expense” in subsection 66.1(6), the new 
corporation shall be deemed to be the same corporation: as, 
and’a continuation ‘of, each’ predecessor corporation, 
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Para. 87(2)(j.6) amended by 1994, c. 7, Sch. VIL (1993, c. 24), sub- 

sec. 37(5), applicable after January 1990. Para. (j.6) formerly read: 
(j.6) continuation as to various subjects — for the pur- 
poses of paragraphs 12(1)(t) and (x), subsections 13(7.1), 
(7.4) and (24), paragraphs 13(27)(b) and (28)(c), subsections 
13(29) and 18(9.1), paragraphs 20(1)(e) and (hh), section 32, 
paragraph 37(1)(c), subparagraphs 53(2)(c)(vi) and. (h)(ii), 
paragraph 53(2)(s), subsections 53(2.1), 66(11.4), and 
66.7(11) and the determination of D in the definition “un- 
depreciated capital cost” in subsection 13(21) and of L in the 
definition “cumulative Canadian exploration expense” in sub-.. 
section 66.1(6), the new corporation shall be deemed to be 
the same corporation as, and a continuation of, each predeces- 
sor corporation; 


Para. 87(2)(j.6) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
65(4), to add reference to paras. 13(27)(b), (28)(c), subsecs. 13(29), 
18(9.1) and s. 32, applicable with respect to amalgamations occur- 
ring and windings-up commencing after 1989. 


Pre-RSC History: Para. 87(2)(j.6) substituted by 1988, c. 55, 

subsec. 60(6), applicable to 1988 et seq., except that, with respect to 

amalgamations occurring before 1988, the reference to “paragraphs 

20(1)(e) and (hh)” shall be read as a reference to “paragraph 

20(1)(hh)”. Para. 87(2)G.6) formerly read: 
(j.6) continuing corporation — for the purposes of para-_ 
graph 12(1)(x), subsection 13(7.4), subparagraph 
13(21)(f)Gi.2), subsection 13(24), paragraphs 20(1)(hh) and 
53(2)(s) and subsections 53(2.1), 66(11.4), and 66.7(11) the 
new corporation shall be deemed to be the same corporation 
as, and a continuation of, each predecessor corporation; 


Para. 87(2)(j.6) amended by 1987, c. 46, subsec. 29(4), to substitute 
“subparagraph 13(21)(f)(ii.2), subsection 13(24), paragraphs 
20(1)(hh) and 53(2)(s) and subsections 53(2.1), 66(11.4) and 
66.7(11)” for “subparagraph 13(21)(f)(ii.2), paragraphs 20(1)(hh) 
and 53(2)(s) and subsection 53(2.1)”, applicable with respect to 
amalgamations occurring after January 15, 1987. 


Para. 87(2)(j.6) added by 1986, c. 6, subsec. 46(1), applicable to 
1985 et seq. 


Interpretation Bulletins: See list at end of s. 87. 


(j.7) certain transfers and loans — for the 
purposes of sections 74.4 and 74.5, the. new cor- 
poration shall be deemed to be the same corpora- 
tion as, and a continuation of, each predecessor 
corporation; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(j.7) added by 1986, c. 6, subsec. 


46(1), applicable with respect to amalgamations occurring after No- 
vember 21, 1985. 


Interpretation Bulletins: See list at-end of s. 87. 


(j.8) international banking centre busi- 
ness — for the purposes of section 33.1, the 
new corporation shall-be deemed to be the same 
corporation as, and a continuation of, each prede- 
cessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(j.8) added by 1987, c. 46, subsec. 
29(5), applicable with respect to taxation years commencing after 
December 17, 1987. 


Interpretation Bulletins: See list at end of s. 87. 
(j.9) Part Vi and Part 1.3 tax — for the pur- 
poses of determining the amount deductible by 


the new corporation for any taxation year under 
section 125.2 or 125.3, the new corporation shall 
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be deemed to be the same corporation as, and a 
continuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(j.9) amended by 1990, c. 39, outg 
sec. 19(1), to add reference to s. 125.3, applicable with respect to 
amalgamations occurring and windings-up commencing after June 
1989, 


Para. 87(2)(j.9) added by 1988, c. 55, subsec.' 60(7), applicable with 
respect to amalgamations occurring and. windings-up commencing 
after 1987. 


Interpretation Bulletins: See list at end of s. 87. — 


(j.91) [Part I.3 and Part VI tax] — for the pur- 

poses of, determining the amount deductible 

under subsection 181.1(4) or 190.1(3) by the new 

corporation for any taxation year, the new corpo- 

ration shall be deemed to. be the same corporation 

as, and a continuation of, each predecessor 
_ corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 
History: Para. 87(2)(j.91) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 37(6), applicable to amalgamations occurring and 
windings-up beginning after 1990. 
(j.92) subsec. 125(5.1) — for the purposes of 
subsection 125(5.1), the new corporation shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(j.92) added by 1995, c. 3, subsec. 23(2) appli- 
cable to taxation years that end after June 1994. 
(j.93) mining reclamation trusts — for the 
purposes of paragraphs 12(1)(z.1) and (z.2) and 
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-20(1)(ss) and (tt) and sections 107.3 and 127.41, 
the new corporation shall be deemed to be the 
same corporation as, and a continuation. of, each 


predecessor corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(j.93) added by 1995, c. 3, subsec. 23(2), appli- 
cable to amalgamations that occur and windings-up that begin after 


February 22, 1994. 


(j.94) Canadian film or video production 
tax credit — for the purpose of section 125.4, 


S. 87(2)(1.1)Gi)(B) 


propriation Act and on terms and conditions described in 
_ paragraph 37(1)(c), and 


(iv) an amount equal to the aggregate of all amounts each 
of which is.an amount paid to a predecessor corporation 
referred to in paragraph 37(1)(d) shall be deemed to be 
an amount paid to the new corporation in its first taxation 
year under an Appropriation Act and on terms and condi- 
tions described in paragraph 37(1)(c); 


Para. 87(2)(1) substituted by 1974-75-76, c. 26, subsec. 51(4), appli- 
cable in respect of amalgamations -occurring after May 6, 1974. 
Para. 87(2)(1) formerly read: 


the new corporation is deemed to be the same 
corporation as, and a continuation of, each prede- 


cessor corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(j.94) added by 1996, c. 21, subsec. 15(2), ap- 
plicable to amalgamations that occur and windings-up. that begin af- 


ter 1994. 


(k) certain payments to employees — for 
the purpose of subsection 6(3), any amount re- 
ceived by a person from the new corporation that 
would, if received by the person from a predeces- 
sor corporation, be deemed for the purpose of 
section 5 to be remuneration for that person’s ser- 
vices rendered as an officer or during a period of 
employment, shall be deemed for the purposes of 
section 5 to be remuneration for services so ren- 
dered by the person; 


Related Provisions: 88(1)(e.2)— Winding-up. 


(1) scientific research and experimental 
development — for the purposes of section 37 
and Part VIII, the new corporation shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(1) substituted by 1984, c. 45, sub- 
sec. 27(2), applicable to 1984 et seg. Para. 87(2)(1) formerly read: 


(1) scientific research — for the purposes of section 37, 


(i) an amount equal to the aggregate of all amounts each 
of which is the amount of an expenditure referred to in 
paragraph 37(1)(a) made by a predecessor corporation 
shall, to the extent that it was not deducted by the prede- 
cessor corporation in computing its income for a taxation 
year, be deemed to be an expenditure of a current nature 
on scientific research made in Canada by the new corpo- 
ration in its first taxation year, 


(ii) an amount equal to the aggregate of all amounts each 
of which is the amount of an expenditure referred to in 
subparagraph 37(1)(b)(i) made by a predecessor corpora- 
tion shall, to the extent that it was not deducted by the 
predecessor corporation in computing its income for a 
taxation year, be deemed to be an expenditure of a capital 
nature on scientific research made in Canada by the new 
corporation in its first taxation year, 


(iii) an amount equal to the aggregate of all amounts each 
of which is the amount of an expenditure referred to in 
paragraph 37(1)(c) made by a predecessor corporation 
shall, to the extent that it was not deducted by a predeces- 
sor corporation in computing its income for a taxation 
year, be deemed to be an expenditure incurred by the new 
corporation in its first taxation year by way of repayment 
of an amount paid to the new corporation under an Ap- 
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(1) for the purpose of section 37, any expenditure of a capital 
nature on scientific research made by a predecessor corpora- 
tion on its last taxation year or a previous taxation year that 
would have been deductible by the predecessor corporation 
by virtue of paragraph 37(1)(b) in computing its income for 
its last taxation year shall, to the extent that such expenditure 
was not deducted by the predecessor corporation, be deemed 
to be an expenditure of a capital nature on scientific research 
made in Canada by the new corporation in its first taxation. - 
year. 


Interpretation Bulletins: See list at end of s. 87. 


(1.1) idem — for the purposes of this paragraph, 
paragraph (1.2) and section 37.1, 


(i) the base period for a particular taxation 
year of a new corporation that has fewer than 
3 preceding taxation years shall be deemed to 
be the period 


by commencing on the ‘tn that 


(I) is the earliest of all days each of 
which is a day immediately before the 
commencement of a taxation year of a 
predecessor corporation in respect of 
the new corporation that ended after 
1976, and 


(ID) is in the 3 year period ending on the 
day immediately before the commence- 
ment of the particular year, and 


(B) ending immediately before the first 
day of the particular taxation year, 


(ii) where subparagraph (i) applies, 


(A) in determining the qualified expendi- 
tures made by the new corporation in its 
base period, there shall be included the to- 
tal of all amounts each of which is the 
qualified expenditure made by a predeces- 
sor corporation in a taxation year that com- 
menced in the base period of the new cor- 
poration, and 


(B) in determining the total of the amounts 
paid to the new corporation by persons re- 
ferred to in subparagraphs (b)(i) to (iti) of 
the definition “expenditure base” in: sub- 
section 37.1(5) in its base period, there 
shall be included the total of all such 
amounts paid to a predecessor corporation 
by a person referred to in those subpara- 
graphs in a taxation year that commenced 
in the base period of the new corporation, 


S. 87(2)(1.1)(iii) 


(iii) the capital cost to the new corporation of 
any property that was a research property of a 
predecessor corporation acquired by it from 
the predecessor corporation shall be deemed 
to be the capital cost thereof to the predeces- 
sor corporation and the property shall be 
deemed to be a research property of the new 
corporation, and 


(iv) each amount RCE ERs in epee of the 
new corporation under subparagraph 
37.1(3)(b)() or (aii), as the case may be, shall 
be deemed to be the total of the amount other- 
wise determined and the total of amounts each 
of which is the amount determined under sub- 
paragraph 37.1(3)(b)G) or (ili), as the case 


may be, - in pespaet of a predecessor 
corporation; 
Related Provisions: 37.1(5) — Definitions; 88(1)(e. 2) — Wind- 


ing-up. 
(1.2) definition of “predecessor corpora- 
tion” — for the:purposes of this paragraph and 
paragraph (1.1), “predecessor corporation” in- 
cludes any corporation in respect of which a 
predecessor corporation was a new corporation; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Paras. 87(2)(1.1), (1.2) added by 1977-78, c. 32, 

subsec. 22(1), applicable to 1978 et seq. 
(1.21) forgiven amount — for the purposes of 
section 61.3 and subsection 80.01(10), the new 
corporation shall be deemed to be the same cor- 
poration as, and a continuation of, each predeces- 
sor corporation; 


History: Para. 87(2)(1.21) added by 1995, c. 21, subsec. 30(2), ap- 
plicable to taxation years that end after February 21, 1994. 
(1.3) replacement property — where before 
the amalgamation property of a predecessor cor- 
poration was unlawfully taken, lost, destroyed or 
taken under statutory authority, or was a former 
business property of the predecessor corporation, 
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for the purposes of applying sections 13 and 44 
and the definition “former business property” in 
‘subsection 248(1) to the new corporation in’ re- 
spect of the property and any replacement prop- 
erty acquired therefor, the. new corporation shall 
be deemed to be the same corporation as, and.a 
continuation of, the predecessor. corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(.3) amended by 1994, c.. 7, Sch. VIII (1993, c. 
24), subsec. 37(7), applicable to amalgamations occurring, and 
windings-up beginning after 1989. Para. (1.3) formerly read: 


(1.3) property lost, destroyed or taken — if the amalgama- 
tion was after May 6, 1974 and a property of a predecessor 
corporation was unlawfully taken, lost, destroyed or taken 
under statutory authority prior to the amalgamation, sections ~ 
13 and 44 apply to the new corporation as though 


(i) the new corporation had been in existence and owned ~ 
that property at the time it was so lost, destroyed’ or 
taken, > 4 ; 


(ii) the cost or capital cost, as the case may be, of that 
property to the new corporation were its cost or capital 
cost, as the case may be, to the predecessor corporation, 
and 


(iii) where the predecessor corporation had acquired a re- 

placement property for that property before the amalga- 
“mation, the new corporation had acquired that replace- 

ment property immediately after the amalgamation; 


Pre-RSC History: Para. 87(2)(1.3) substituted for former (1.1) by 
1977-78, c. 32, subsec. 22(1), to add “unlawfully taken”, applicable 
in respect of amalgamations occurring after rome 10,1978, in para. 
87(2)(1.3). 

Former para. 87(2)(1. 1) added by 1974- 75-76;.¢. 26, subsec..51(4), 
applicable in respect of amalgamations occurring after May 6, 1974. 


Interpretation Bulletins: IT-259R2: Exchanges of property. See 
also list at end of s. 87. 


(m) reserves — for the. purpose of computing 
the income of the new corporation for a taxation 
year, any amount claimed under subparagraph 
40(1)(a)(ii) or 44(1)(e)(iii) i in computing a prede- 
cessor corporation’s gain for its last taxation year 
from the disposition of any property shall be 
deemed 


(i) to have been claimed: under subparagraph 
40(1)(a) (iii) or 44(1)(e)(Gii), as the case may 
be, in computing the new corporation’s gain 
for a taxation year immediately preceding its 
first taxation year from the disposition of that 
property by it before its first taxation year, 
and 


(ii) to be the amount determined under sub- 
paragraph 40(1)(a)(i) or 44(1)(e)G@), as the 
case may be, in respect of that property; 
Related Provisions: 88(1)(e.2) — Winding-up. 
History: Para. 87(2)(m) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 65(5), applicable to amalgamations occurring and 
windings-up beginning after 1989. Para. 87(2)(m) formerly read: 
(m) proceeds not due until after end of year —for the 
purpose of computing the income of the new corporation for 
its first taxation year and any subsequent taxation’ year, any 
amount claimed under subparagraph 40(1)(a)(ii) in comput- 
ing a predecessor corporation’s gain for. its last taxation year 
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from the disposition of any property shall be deemed 


(i) to have been claimed under that subparagraph in com- 
puting the new corporation’s gain for a taxation year im- 
mediately preceding its first taxation year from the dispo- 
sition of that property by it before its first taxation year, 
and 


(ii) to be: the amount determined under subparagraph 
40(1)(a)(i) in respect of that property; 


(n) outlays made pursuant to warranty — 


.» for the purpose of section 42, any outlay or ex- 


pense made or incurred by the new corporation in 
a taxation year, pursuant to or by. virtue of an ob- 
. ligation described in that section incurred by a 
- predecessor corporation, that would, if the outlay 
or.,expense had been made or incurred. by: the 
predecessor corporation in that year, have been 
deemed to be a loss of the predecessor corpora- 
tion for that year from the disposition of a capital 
property shall be deemed to be a loss of the new 
‘corporation for that year from the disposition of a 
capital property; 


* corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. . 
Pre-RSC History: Para. 87(2)(q) added by 1990, c. 35, s. 8, 
applicable after 1988. (For History to former para. 87(2)(q), see 
under para. 87(2)(t).) 
Interpretation Bulletins: See list at end of s. 87. 


(r)-(s.1) [Repealed under former Act] 


(t) pre-1972 capital surplus on hand — for 
the purpose of subsection 88(2.1), any capital 
property owned by a predecessor corporation on 
December 31, 1971 that was acquired by the new 
corporation by virtue of the amalgamation shall 
be deemed to have been acquired by the new cor- 

poration before 1972 at an actual cost to it equal 

. to the actual cost of the property to the ial 
sor corporation; 


Related Provisions: 88(1)(€.2) — Winding-up. 


Pre-RSC History [paras. 87(2)(q)-(t)]: Para. 87(2)(t) substi- 
tuted for former para. 87(2)(q), paras. (r), (s), (s-1), () by 1977-78, 
c. 1, subsec, 42(2), applicable after December 31, 1978 except that 


Related Provisions: 88(1)(e.2) — Winding-up: (a) the repeal of paras. 87(2)(s) and (s.1) is applicable with re- 
Interpretation Bulletins: IT-330R: Disposition of capital prop- spect to amalgamations occurring after March 31, 1977; and 


erty subject to warranty, covenant,-etc. See also.list,at end of s. 87. (b) for the purpose of computing the 1971 Capital surplus on 


(0) expiration of options previously 
granted — for the purpose of subsection 49(2), 
any option granted by a predecessor corporation 
that expires after the amalgamation shall be 
- deemed to have been granted by the new corpora- 
tion, and any proceeds received by the predeces- 
sor corporation for the granting of the option 
shall be deemed to have been received by .the 
new corporation therefor; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(p) consideration for resource property 
disposition — for the purpose of computing a 
deduction from the income of the new corpora- 
tion for a taxation year under section 64 of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, any amount that has been 
included. in computing the income of a predeces- 
sor corporation for its last taxation year or a pre- 
vious taxation year by virtue of subsection 59(1) 
or paragraph 59(3.2)(c) of this Act, of subsection 


59(3) of the Income Tax Act, chapter 148 of the | 


Revised Statutes of Canada, 1952, or of subsec- 
tion 83A(5ba) or (5c) of that Act as it read in its 
application to a taxation year before the 1972 tax- 
ation year, shall be deemed to have been included 
in computing the income of the new corporation 
for a previous year by virtue thereof; 


Related Provisions: 88(1)(e.2) — Winding-up. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 19527), 


(q) registered plans — for the purposes of sec- 
tions 147, 147.1 and 147.2 and any regulations 
made under subsection 147.1(18), the new corpo- 
ration shall be deemed to be.the same corporation 
‘as, and a continuation of, each predecessor 


hand of a new corporation after March 31, 1977 and before 
1979, paras. 87(2)(r) and (t) shall be read as follows: 


(r) 1971 capital surplus on hand — for the. purposes of 
computing the 1971 capital surplus on hand of the new 
corporation at any time after the amalgamation, there 
shall be added to the aggregate of the amounts deter- 
mined under subparagraph 89(1)(1)(iv) the aggregate of 
amounts each of which is the 1971 capital surplus on 
hand, if any, of a predecessor corporation immediately 
before the amalgamation; 


(t) idem — for the purpose of computing the 1971 capi- 
tal. surplus on. hand of the new corporation, in determin- 
ing any amount under subparagraph 89(1)()Gi) or (xiv), 
any capital property owned by a predecessor corporation 
on December 31, 1971 that was acquired by the new cor- 
poration by virtue of the amalgamation shall be deemed 
to have been acquired by the new corporation before 
1972 at an actual cost to it equal to the actual cost of the 
property to the predecessor corporation; 


Paras. 87(2)(q), (r), (s), (s.1), (t) formerly read: 


(q) tax-paid undistributed surplus on hand — for the pur- 
pose of computing the tax-paid undistributed surplus on hand 
.,of the new corporation at any time after the amalgamation, 
where a predecessor corporation had tax-paid undistributed 
surplus on hand immediately before the amalgamation, the 
amount thereof shall be added to the aggregate of the 
amounts determined under subparagraphs 89(1)(k)(i) to (iii); 


(r) 1971 capital surplus on hand or paid-up capital defi- 
ciency — for the purpose of computing the 1971 capital sur- 
plus on hand or the paid-up. capital deficiency, as the case 
may be, of the new corporation, at any time after the amalga- 
mation, there shall be added to the aggregate of the amounts 
determined under subparagraph 89(1)(1)(iv) the amount, if 
any, by which 


(i) the aggregate of amounts each of which is the 197] 
capital surplus on hand, if any, of a predecessor corpora- 
tion immediately before the amalgamation 


exceeds 
(ii) the aggregate of amounts each of which is the paid-up 
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capital deficiency, if any, of a predecessor corporation 
immediately before the amalgamation; 


(s) idem — for the purpose of computing the 1971 capital 
surplus on hand or the paid-up capital deficiency, as the case 
may be, of the new corporation at any time after the amalga- 
mation, there shall be added to the aggregate of the amounts 
determined under subparagraph 89(1)(d)(iii) the amount, if 
any, by which 


(i) the aggregate of amounts each of which is the paid-up 
capital deficiency, if any, of a predecessor corporation 
immediately before the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the 1971 
capital surplus on hand, if any, of a predecessor corpora- 
tion immediately before the amalgamation; 


(s.1) idem — for the purpose of computing the 1971 capital 
surplus on hand or the paid-up capital deficiency, as the case 
may be, of the new corporation at any time after the amalga- 
mation, there shall be added to the aggregate of the amounts 
determined under subparagraph 89(1)(d)(i11) the amount, if 
any, by which 


(i) the paid-up capital of the new corporation immedi- 
ately after the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the paid-up 
capital in respect of a share (except a share held by any 
other predecessor corporation) of the capital stock of a 
predecessor corporation immediately before the 
amalgamation; 


(t) idem — for the purpose of computing the 1971 capital 
surplus on hand or the paid-up capital deficiency, as the case 
may be, of the new corporation, in determining any amount 
under subparagraph 89(1)(1)(a1) or (xiv), any capital property 
owned by a predecessor corporation on December 31, 1971 
that was acquired by the new corporation by virtue of the 
amalgamation shall be deemed to have been acquired by the 
new corporation before 1972 at an actual cost to it equal to 
the actual cost of the property to the predecessor corporation; 


Paras. 87(2)(p), (q) and all that portion of para. 87(2)(r) preceding 
subpara. (i) substituted by 1974-75-76, c. 26, subsec. 51(5), applica- 
ble in respect of amalgamations occurring after May 6, 1974. Paras. 
87(2)(p), (q) and that portion of para. 87(2)(r) formerly read: 


(p) for the purpose of computing a deduction from the income 
of the new corporation for a taxation year under section 64, 
any amount that has been included in computing the income 
of a predecessor corporation for its last taxation year or a pre- 
vious taxation year by virtue of subsection 59(1) or (3), or by 
virtue of subsection 83A(Sba) or (5c) of this Act as it read in 
its application to a taxation year before the 1972 taxation 
year, shall be deemed to have been included in computing the 
income of the new corporation for a previous year by virtue 
thereof; 


(q) for the purpose of computing the tax-paid undistributed 
surplus on hand of the new corporation at any time, where a 
predecessor corporation had tax-paid undistributed surplus on 
hand immediately before the amalgamation the amount 
thereof shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 89(1)¢k)(1) to (111); 


(r) 1971 capital surplus on hand — for the purpose of com- 
puting the 1971 capital surplus on hand of the new corpora- 
tion at any time, there shall be added to the aggregate of the 
amounts determined under subparagraphs 89(1)(1)(i) to (iv) 
the amount, if any, by which 


All that portion of para. 87(2)(s) preceding subpara. (i) substituted 
by 1974-75-76, c. 26, subsec. 51(6), applicable in respect of amal- 
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gamations occurring after May 6, 1974. That portion formerly read: 


(s) for the purpose of computing the paid-up capital defi- 
ciency of the new corporation at any time, there shall be ad- 
ded to the aggregate of the amounts determined under subpar- 
agraphs 89(1)(d)(i) to (iv) the amount, if any, by which 


Para. 87(2)(s.1) added, para. 87(2)(t) substituted by 1974-75-76, c. 
26, subsec. 51(7), applicable in respect of amalgamations occurring 
after May 6, 1974, to substitute “(xiv)” for “(vii)” in para. 87(2)(t). 


Interpretation Bulletins: See list at end of s. 87. 


(u) shares of foreign affiliate — where one or 
more shares of the capital stock of a foreign affil- 
iate of a predecessor corporation have, by virtue 
of the amalgamation, been acquired by the new 
corporation and as a result of the acquisition the 
affiliate has become a foreign affiliate of the new 
corporation, 


(i) for the purposes of subsection 91(5) and 
paragraph 92(1)(b), any amount required by 
section 92 to be added or deducted, as the case 
may be, in computing the adjusted cost base 
of any such share to the predecessor corpora- 
tion before the amalgamation shall be deemed 
to have been so required to be added or de- 
ducted, as the case may be, in computing the 
adjusted cost base of the share to the new cor- 
poration, and 


(ii) for the purpose of subsection 93(2), any 
exempt dividend received by the predecessor 
corporation on any such share shall be 
deemed to be an exempt dividend received by 
the new corporation on the share; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Subpara. 87(2)(u)(i) substituted by 1974-75-76, 

c. 26, subsec. 51(8), applicable in respect of amalgamations occur- 

ring after May 6, 1974. Subpara. 87(2)(u)(i) formerly. read: 
(i) for the purposes of subsection 90(2), paragraph 92(1)(b) 
and subsection 93(1), any amount.required by section 92 to 
be added or deducted, as the case may be, in computing the 
adjusted cost base of any such share to the predecessor corpo- 
ration before the amalgamation shall be deemed to have been 
so required to be added or deducted, as the case may be, in 
computing the adjusted cost base of the share to the new cor- 
poration, and 


Interpretation Bulletins: See list at end of s. 87. 


(v) gifts [charitable donations] — for the 
purposes of section 110.1, the new corporation 
shall be deemed to be the same corporation as, 
and a continuation of, each predecessor corpora- 
tion with respect to gifts; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(v) substituted by 1988, c. 55, sub- 

sec. 60(8), applicable to 1988 et seg. Para. 87(2)(v) formerly read: 


(v) charitable gifts —for the purposes of paragraphs 
110(1)(a), (b) and (b.1), the new corporation shall be deemed 
to be the same corporation as and a continuation of each pred- 
ecessor corporation with respect to gifts; 


Para. 87(2)(v) substituted by 1985, c. 45, subsec. 42(4), applicable 
to 1984 et seg. Para. 87(2)(v) formerly read: 


(v) charitable donations — where a predecessor corporation 
has made a gift in a taxation year, in determining the gifts 
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made and the amounts deductible in respect of such gifts by 
the new corporation in any taxation year preceding any taxa- 
tion year of the new corporation for the purposes of 
paragraphs 110(1)(a), (b) and (b.1), the new corporation shall 
be deemed to be the same corporation as and a continuation 
of the predecessor corporation with respect to such gifts; 


Para. 87(2)(v) substituted by 1980-81- 82- 83, c. 140, subsec. 52(4), 

applicable to gifts made in 1981 et seq. Para. aerit formerly 

read: 
(v) for the purposes of paragraphs H10(4)¢aD: (b) and (b.1), 
gifts made by a predecessor corporation in its last taxation 
year shall, to the extent that they were not deductible in com- 
puting its taxable income for that taxation year, be deemed to 
have been made by the new corporation in a taxation year 
immediately preceding its first taxation year; 


Para. 87(2)(v) substituted by 1977-78, c. 32, subsec. 22(2), applica- 
ble in respect of amalgamations occurring after September 5, 1977, 
to add reference to (b.1). 


Interpretation Bulletins: See list at end of s. 87. 


(w) [Repealed under former Act] 
Pre-RSC History: Para. 87(2)(w) repealed by 1984, c. 1, subsec. 
38(3), applicable with respect to amalgamations occurring after De- 
cember 31, 1982. Para. 87(2)(w) formerly read: 


-(w) losses — for the purposes of section: 111, a restricted 
farm loss of a predecessor corporation for a taxation year is 
not deductible in computing the taxable income OF the new 
corporation; 
Para. 87(2)(w) substituted by 1977-78, c. 1, subsec. 42(3), applica- 
_ ble to amalgamations and mergers occurring after March 31, LOFT. 
Para. 87(2)(w) formerly read: 


(w) for the purposes of section 111, a non-capital loss, net 
capital loss or restricted farm loss of a predecessor corpora- 
tion for a-taxation year is not deductible in. computing the tax- 
able income of the new corporation; 


(x) taxable dividends — for the purposes of 
subsections 112(3) to (4.3), 


(i) any taxable dividend received on a share 
that was deductible from the predecessor cor- 
poration’s income for a taxation year under 
section 112 or subsection 138(6) shall be 
deemed to be a taxable dividend received on 
the share by the new corporation that was de- 
ductible from the new corporation’s income 
for a taxation year under section 112 or sub- 
section 138(6), as the case may be, and 

(ii) any capital dividend or life insurance capi- 
tal dividend received on a share by the prede- 
cessor corporation shall be deemed to bea 
capital dividend or life insurance capital divi- 
dend, as the case may be, received onthe 
share by the new corporation, 


687 


S. 87(2)(x) Income Tax Act, Part TI, Div. B 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(x) substituted by 1987, c. 46, sub- 
sec. 29(6), applicable with respect to amalgamations occurring after 
June 5, 1987, Para. 87(2)(x) formerly read: 


(x) taxable dividends — for the purposes of subsections 
112(3) and (4), where a share owned by a predecessor corpo- 
ration has, by virtue of the amalgamation, been acquired by 
the new corporation any taxable dividend received on the 
share by the predecessor corporation that was deductible from 
the predecessor corporation’s income for a taxation year 
under section 112 shall be deemed to be a taxable dividend 
received by the new corporation that was deductible from the 
new corporation’s income for a taxation year under section 
112; 


gregate of amounts each of ‘which was a predecessor 
corporation’s cumulative deduction account immediately 
before the amalgamation, and 


(ii) at the end of any subsequent taxation year, there shall 
be added to the amount determined under paragraph 
125(6)(b) from which the aggregate of the amounts re- 
fetred to in subparagraphs (iii) and (iv) thereof is to be» 
subtracted, the aggregate of amounts each of which is an% 
amount in respect of a predecessor corporation, equal to ™ 
the.amount that would have been the predecessor ,corpo- 
ration’s cumulative deduction account immediately 
before the amalgamation if paragraph 125(6)(b) had been 
read without reference to subparagraph (iv) thereof; 


Para. 87(2)(y) substituted by 1973-74, c. 14, subsec: 26(1), applica- 


Interpretation Bulletins: See list at end of s. 87. ble to 1972 et seq. 


(y) contributed surplus — for the purposes of 
subsections 84(1) and (10), the new corporation 
shall be deemed to be the same corporation as, 
and a continuation of, each predecessor 
corporation; 

Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(y) added by 1994, c. 7, Sch. I (1991, c. 49), 
subsec. 65(6), applicable after July 13, 1990. 


Pre-RSC History [former 87(2)(y)]: Para. 87(2)(y) repealed by 
1984, c. 45, subsec. 27(3), applicable to 1985 et seg. Para. 87(2)(y) 
formerly read: 


(y) cumulative deduction account — for the purpose of 
computing the cumulative deduction account (within the 
meaning assigned by subsection 125(6)) of the new corpora- 
tion, the new corporation shall be deemed to have a taxation 
year immediately preceding its first taxation year and to have 
a cumulative deduction account at the end of that preceding 
year equal to the aggregate of all amounts each of which was 
a predecessor corporation’s cumulative deduction account 
immediately before the amalgamation and, with respect to 
such amounts, the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each such prede- 
- cessor corporation; 


Para. 87(2)(y) substituted by 1980-81-82-83, c. 140, subsec. 52(5), 
applicable to taxation years ending after 1982. Para. 87(2)(y) for- 
merly read: 


(y) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the new corporation, the new corporation shall be deemed 
to have a taxation year immediately preceding its first taxa- 
tion year and to have a cumulative deduction account at the 
end of that preceding year equal to the aggregate of amounts 
each of which was a predecessor corporation’s cumulative 
deduction account immediately before the amalgamation and 


(y.1) sparetrotesatntiids amount — for the 
purpose of computing the preferred-earnings 
amount (within the meaning assigned by subsec- 
tion 181(2)) of the new corporation, there shall be 
added to the new corporation’s preferred-earn- 


ings amount at the end of its first taxation year 


the total of all amounts each of» ‘which; As the 
amount, if any, by which 


(i) a predecessor corporation’s preferred-earn- 
ings amount at the end of its last taxation year 


exceeds 


(ii) the: amount that would be determined 
under paragraph 181(2)(c) in respect of the 
predecessor corporation for its last taxation 
year if the references in that paragraph to “the 
immediately preceding taxation year” and 
“that year’ were read as “the year”; 


Related Provisions: 88(1)(e.2) — Winding-up. 


for the purposes of subsection 125(12), the new corporation 


shall be deemed to be the same corporation as, and a continu- Pre-RSC History: Para. 87(2)(y.1) added by 1980-81-82-83, c. 
ation of, each such predecessor corporation; 140, subsec. 52(5), applicable to taxation years ending after 1982. 
Para. 87(2)(y) substituted by 1979, c. 5, subsec. 28(3), applicable to Interpretation Bulletins: Sce list at end of s. 87. 
1979 et seq., to add “and for the purposes of subsection 125(12), the (z) foreign tax carryover — for the purposes 


new corporation shall be deemed to be the same corporation as, and 
a continuation of, each such predecessor corporation;” 


Para. 87(2)(y) substituted by 1977-78, c. 1, subsec. 42(4), applicable 
when the first taxation year of a new corporation is the 1978 or any 


of determining the new corporation’s unused for- 
eign tax credit (within the meaning of subsection 
126(7)) in respect of a country for any taxation 


subsequent taxation year. Para. 87(2)(y) formerly read: year and determining the extent to which subsec- 
(iy yer tion 126(2.3) applies to reduce the amount that 

y) for the purpose of computing the cumulative deduction EG Tee : 
account (within the meaning assigned by subsection 125(6)) may be claimed by the new corporation under 
of the new corporation paragraph 126(2)(a) in respect of an unused for- 
(i) the new corporation shall be deemed to have a cumu- eign tax credit in respect of a country for a taxa- 
lative deduction account at the end of a taxation year im- tion year, the new corporation shall be deemed to 
mediately preceding its first taxation year equal to the ag- be the same corporation as, and a continuation of, 
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each predecessor corporation, except that this 
paragraph shall in no respect affect the determi- 
nation of 


(i) the fiscal period of the new corporation or 
any of its predecessor corporations, or 


(ii) ‘the tax payable under this Act by any 
predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(z) substituted by 1984, c. 45, sub- 
sec. 27(4), applicable to the eee of tax for 1984 et seq. 
Para. 87(2)(z) formerly read: 


(z) foreign tax carryover — for the purpose of computing 
the foreign-tax carryover (within the meaning assigned by 
subsection 126(7)) of the new corporation for any taxation 
year, . 


(i) the amount determined under paragraph 126(2)(a) in 
respect of the new corporation for a taxation year imme- 
diately preceding its first taxation Ages in respect of a 
particular country, and 


(ii) the business-income tax paid by the new corporation 
for a taxation year immediately preceding its first taxa- 
tion year in respect of businesses carried on by it in that 
country, 


shall be deemed to'be the aggregate of amounts each of which 
is an amount in respect of a predecessor corporation, equal to 
the amount that the predecessor corporation’s foreign-tax car- 
ryover in respect of that country would have been for its taxa- 
tion year immediately following its last taxation year if it had 
had such a following taxation year; 


Interpretation Bulletins: IT-520: Unused foreign tax credits — 
carryforward and carryback. See also list at end of s. 87. 


(z.1) capital dividend account — for the pur- 
poses of computing the capital dividend account 
of the new corporation, it shall be deemed to be 
the same corporation as, and a continuation of, 
each predecessor corporation, other than a prede- 
cessor corporation to which subsection 83(2.1) 
would, if a dividend were paid immediately 
before the amalgamation and an election were 
made under subsection 83(2) in respect of the full 
amount of that dividend, apply to deem any por- 

“tion of the dividend to be paid by the predecessor 
corporation as a taxable dividend; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(z.1).substituted by 1994, c.'7, Sch. I! (1991, c. 
49), subsec. 65(7), applicable to amalgamations occurring and 
windings-up beginning after July 13, 1990. Para. 87(2)(z.1) for- 
merly read: 


(z.1) capital dividend account — for the purpose of com- 
puting at any particular time after the amalgamation the capi- 
tal dividend account of anew corporation that has been a pri- 
vate corporation continuously from the time of the 
amalgamation to the particular time, there shall be added the 
amount of the capital dividend account of each predecessor 
corporation immediately before the amalgamation, except 
that the amount of the capital dividend account of any prede- 
cessor corporation immediately before the amalgamation 
shall be deemed to be nil where, had a dividend been paid by 
the predecessor corporation immediately before the amalga- 
mation and an election been made under subsection 83(2) in 
respect of that dividend, subsection 83(2.1) would have ap- 
plied to deem all or any portion of the dividend to be a taxa- 


S. 87(2)(aa) 


ble dividend; 


Pre-RSC History: Para. 87(2)(z.1) substituted pr 1988, 555 
subsec. 60(9), applicable with respect to amalgamations: and: wind- 
ings-up occurring after.4 p.m. EDST, September 25, 1987. Para. 
87(2)(z.1) formerly read: 


(z.1) Capital, dividend account — for the purpose of com- 
puting, at any particular time after the amalgamation, the cap- 
ital dividend account or the life insurance capital dividend ac- 
count for a new corporation that has been a private 
corporation continuously from the time of the amalgamation 
to the particular time, there shall. be added the amount of the 
capital dividend account or the life insurance capital dividend 
account, as the case may be, of each predecessor corporation 
immediately before the amalgamation; 


Para. 87(2)(z.1) substituted by 1980-8 1-82-83, c. 140, subsec. 52(6), 
applicable after June 28, 1982. Para. 87(2)(z.1) formerly read: 


(z.1) for the purpose of computing, at any particular time af- 
ter the amalgamation, the capital dividend account for a new 
corporation that has been a private corporation continuously 
from the time of the amalgamation to the particular time, 
there shall be added the amount of the capital dividend ac- 
count of any predecessor corporation immediately before the 
amalgamation; 


Para. 87(2)(z.1) substituted by 1974-75-76, c. 26, subsec. 51(9), ap- 
plicable in respect of amalgamations occurring after May 6, 1974. 


Para, 87(2)(z.1) formerly read: 


(z.1) in the case of a new corporation. that is a private- carpor 

ration, for the purposes of computing the capital dividend ac- 

count of the new corporation at any particular time, 
(i). Y2 of the,amountof any capital gain and '/ of the 
amount of any capital loss of any predecessor private.cor- 
poration for any taxation year commencing after it last 
became a private corporation and: ending after 1971 and 
either before or at the time of the amalgamation shall, in 
the case of a capital gain, be included, and in the case of 
a capital loss, be deducted, 
(ii) any amount that would, if the amalgamation had not 
occurred but if any taxation year of a predecessor corpo- 
ration that ‘would otherwise have ended next after the 
amalgamation had ended immediately before the amalga- 
mation, have been required by any of subparagraphs 
89(1)(b)(ii) to (iv) to be included in computing the prede- 
cessor Corporation’s capital dividend account immedi- 
ately after the amalgamation shall ‘be included, and 
(iii) any capital dividend that became, payable by. any 
predecessor corporation after it last became_a private cor- 
poration and before the amalgamation shall be deducted; 

Interpretation Bulletins: IT-66R6: Capital dividends. See also 
list at end of s. 87. 


(z.2) application of Part ill — for the purposes 
of Part III, the new corporation shall be: deemed 
to be the’same corporation as, and a continuation 
of, each predecessor corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. 
Pre-RSC History: Para. 87(2)(z.2) added by 1988, c. 55, :subsec. 
60(10), applicable to amalgamations: occurring after April 1988. 
Interpretation Bulletins: See list at end of s. 87. 


(aa) refundable dividend tax on hand — 
where the new corporation was.a private corpora- 
tion immediately after the amalgamation, for the 
purpose of computing the refundable dividend tax 
on hand (within the meaning assigned by subsec- 
tion 129(3)) of the new corporation at the end of 
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its first taxation year there shall be added to the 
total determined under subsection 129(3) in re- 
spect of the new corporation for the year the total 
of all amounts each of which is the amount, if 
any, by which the refundable dividend tax on 
hand of a predecessor corporation at the end of its 
last taxation year exceeds its dividend refund 
(within the meaning assigned by subsection 
129(1)) for its last taxation year, except that no 
amount shall be added under this paragraph in re- 
spect of a predecessor corporation 


(i) that was not a private corporation at the 
end of its last taxation year, or 


(11) where subsection 129(1.2) would have ap- 
plied to deem a dividend paid by the predeces- 
sor corporation immediately before the amal- 
gamation not to be a taxable dividend for the 
purpose of subsection 129(1); 


Related Provisions: 88(1)(e.2) — Winding-up; 131(5) — Divi- 
dend refund to mutual fund corporation; 186(5) — Deemed private 
corporation. See additional Related provisions and Definitions at 
end of subsec. 87(9). 


History: Para. 87(2)(aa) amended by 1996, c. 21, subsec. 15(3), 
applicable to amalgamations that occur and Lig 28 up that begin 
after June 1995. The para. formerly read: 


(aa) refundable dividend tax on hand — where the new 
corporation was a private corporation continuously from the 
time of the amalgamation until the time immediately after the 
beginning of any taxation year, for the purpose of computing 
the refundable dividend tax on hand (within the meaning as- 
signed by subsection 129(3)) of the new corporation at the 
end of that year there shall be added to the total determined 
under subsection 129(3) for that year, from which the total of 
amounts determined under paragraphs 129(3)(c) to (e) is sub- 
tracted, the total of all amounts each of which is the amount, 
if any, by which the refundable dividend tax on hand immedi- 
ately before the amalgamation of a predecessor corporation 
that was a private corporation at that time exceeds its divi- 
dend refund (within the meaning assigned by subsection 
129(1)) for its taxation year ending at that time, except that 
no amount shall be so added in respect of a predecessor cor- 
poration where subsection 129(1.2). would have applied to 
deem a dividend paid by the predecessor corporation immedi- 
ately before the amalgamation not to be a taxable dividend 
for the purpose of subsection 129(1); 


Para. 87(2)(aa) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 37(8), applicable to the computation of refundable dividend tax 
on hand (within the meaning assigned by subsec. 129(3) as 
amended) for 1993 et.seg, Para. (aa) formerly read: 


(aa) refundable dividend tax on hand — in the case of a 
new corporation that has been a private corporation continu- 
ously from the time of the amalgamation to the end of any 
taxation year, for the purposes of computing the refundable 
dividend tax on hand (within the meaning assigned by sub- 
section 129(3)), of the new corporation at the end of the taxa- 
tion year, where a predecessor corporation had refundable 
dividend tax on hand immediately before the amalgamation, 
the amount by which the refundable dividend tax on hand at 
that time exceeds any dividend refund (within the meaning 
assigned by subsection 129(1)) of the predecessor corporation 
for its taxation year ending immediately before the amalga- 
mation shall be added to the total determined under subsec- 
tion 129(3) from which the new corporation’s dividend re- 
funds are to be subtracted, except that the amount to be added 
to the total determined under subsection 129(3) shall be 
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deemed to be nil where, had a dividend been paid by the 
predecessor corporation, immediately before the amalgama- 
tion, subsection 129(1.2) would have applied to deem the div- 
idend not to be a taxable dividend; 


Pre-RSC History: Para. 87(2)(aa) amended by 1988, c. 55, sub- 
sec. 60(11), to substitute “for the purposes of” for “for the purpose 
of” and to add “except that the amount to be added to the aggregate 
determined under subsection 129(3) shall be deemed to be nil 
where, had a dividend been paid by the predecessor corporation im- 
mediately before the amalgamation, subsection 129(1.2) would have 
applied to deem the dividend not to be a taxable dividend”, applica- 
ble with respect to amalgamations and windings-up occurring allie 
4 p.m. EDST, September 25, 1987. 


Para. 87(2)(aa) substituted by 1974-75-76, c. 26, subsec. 51(9), ap- 
plicable in respect of amalgamations occurring after May 6, 1974. 
Para. 87(2)(aa) formerly read: 


(aa) in the case of a new corporation that is a private corpora- 
tion, for the purpose of computing the refundable dividend 
tax on hand (within the meaning assigned by subsection 
129(3)) of the new corporation at the end of any taxation 
year, where a predecessor corporation had refundable divi- 
dend tax on hand immediately before the amalgamation, the 
amount by which the refundable dividend tax on hand at that 
time exceeds any dividend refund (within the meaning as- 
signed by subsection 129(1)) of the predecessor corporation 
for its taxation year ending immediately before the amalga- 
mation shall be added to the aggregate determined under sub- 
section 129(3) from which the new corporation’s dividend re- 
funds are to. be subtracted; 


Para. 87(2)(aa) substituted by 1973-74, c. 14, subsec. 26(2), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: See list at end of s. 87. 


(bb) mutual fund and investment corpora- 
tions — where the new corporation is a mutual 
fund corporation or an investment corporation, 
there shall be added to the amount determined for 
each of A, B, C and D in the definition “capital 
gains dividend account” and A and B in the defi- 
nition “refundable capital gains tax on hand” in 
subsection 131(6) in respect of the new corpora- 
tion at any time the amount so determined imme- 
diately before the amalgamation in respect of 
each predecessor corporation that was a mutual 
fund corporation or an investment corporation; 
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occurring after 1986. Para. 87(2)(bb) formerly read: 


(bb) mutual fund corporation — in the case of a new corpo- 

ration that is a mutual fund corporation, 
(1) for the purpose of computing its capital gains dividend 
account at any time, where a predecessor mutual fund 
corporation had a capital gains dividend account immedi- 
ately before the amalgamation the amount thereof shall 
be added to the amount determined for A in the definition 
“capital gains dividend account” in subsection 131(6), 
and 


(ii) for the purpose of computing its refundable capital | 
gains tax on hand at the end of any taxation year, where a 
predecessor mutual fund corporation had refundable cap- 
ital gains tax on hand immediately before the amalgama- 
tion the amount thereof shall be added to the amount de- 

_ termined for A in the definition “refundable capital gains 
[tax] on hand” in subsection 131(6); _ 


(cc) non-resident-owned investment cor- 
poration — in the case of a néw corporation 
that is a non-resident-owned investment corpora- 
tion, Sole Capa: 


(i) for the purpose of computing its allowable 
‘refundable tax on hand (within the meaning 
assigned by subsection 133(9)) at any time, 
where a predecessor corporation had allowa- 
ble refundable tax on hand immediately 
before the amalgamation, the amount thereof 
shall be added to the total determined for A in 
the definition “allowable refundable tax on 
hand” in subsection. 133(9), 


(ii) for the purpose of computing its capital 
gains dividend account (within the meaning 
assigned by subsection 133(8)) at any time, 
where a predecessor corporation had an 
amount in its capital gains dividend account 
immediately before the amalgamation, that 
amount shall be added to the amount deter- 
mined under paragraph (a) of the description 
of A in the:definition “capital gains dividend 
account” in subsection 133(8), and 
(iii) for the purpose of computing its cumula- 
tive taxable income (within the meaning as- 
signed by subsection 133(9)) at any time, 
where a predecessor corporation had cumula- 
tive taxable income immediately before. the 
amalgamation, the amount thereof shall be ad- 
ded to the total determined for A in the defini- 
tion “cumulative taxable income” in subsec- 
tion 133(9); . 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(cc) substituted by 1974-75-76, c. 


26, subsec. 51(10), applicable in respect of amalgamations occur- 
ring after 1971. 


Interpretation Bulletins: Sce list at end of s. 87. ~ 

(dd), (ee) [Repealed under former Act] . 
Pre-RSC History: Para. 87(2)(ee) repealed by 1984, c. 45, subsec. 
History: Para. 87(2)(bb) substituted by 1994 ‘c. 7, Sch. 11-1991, c. || 27) applicable to 1985 er seq. Para. 87(2)(ee) formerly read: 


49), subsec. 65(8), applicable to amalgamations occurring after July (ee) preferred-rate amount — for the purpose of computing 
13; 1990 and, where the corporation so elects by notifying the Min- the preferred-rate amount (within the meaning assigned by 
ister of National Revenue in writing before 1993, to amalgamations subsection 190(2)) of the new corporation at any time, where 
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a predecessor corporation had a preferred-rate amount imme- 
diately before the amalgamation the amount thereof shall be 
added to the amount determined under subparagraph 
190(2)(b)(i); 


Para. 87(2)(ee) substituted for paras. 87(2)(dd), (ee) by 1973-74, c. 
14, subsec. 26(3), applicable to 1972 et seq. 


(ff)—-(hh) [Repealed under former Act] 


Pre-RSC History [paras. 87(2)(ff), (gg), (hh)]: Paras. 87(2)(ff), 
(gg), (hh) repealed by 1977-78, c. 1, subsec. 42(5), applicable, as to 
paras. (ff), (gg), after March 31, 1977, and as to para. (hh), after 
1978. Paras. (ff), (gg), (hh) formerly read: 


(ff) application of Part VIl — for the purpose of section 192 
except subsection (11) thereof, where a corporation was con- 
trolled by a predecessor corporation immediately before the 
amalgamation and has, by virtue of the amalgamation, be- 
come controlled by the new corporation, the new corporation 
shall be deemed to have acquired control of the corporation 
so controlled at the time control thereof was acquired by the 
predecessor corporation; 


(gg) designated surplus — for the purpose of computing 
the designated surplus of the new corporation at any particu- 
lar time, there shall be added to the aggregate of the amounts 
determined under subparagraphs 192(13)(a)(i) and (i1) or 
under subparagraphs 192(13)(b)(i) to (111), as the case may be, 
the aggregate of amounts each of which is an amount in re- 
spect of a predecessor corporation, equal to 
(1) in any case where the predecessor corporation was, 
immediately before the amalgamation, controlled by a 
corporation that, immediately after the amalgamation and 
thereafter without interruption until the particular time, 
controlled the new corporation, its designated surplus im- 
mediately before the amalgamation, and 


(ii) in any other case, the amount that its designated sur- 
plus would have been immediately before the amalgama- 
tion if control of the predecessor corporation had been 
acquired by another corporation immediately before the 
amalgamation; 


(hh) 1971 undistributed income on hand — for the pur- 
pose of computing the 1971 undistributed income on hand of 
the new corporation at any time (except as that computation 
applies for the purpose of determining the designated surplus 
of the new corporation at any time), where a predecessor cor- 
poration had 1971 undistributed income:on hand immediately 
before the amalgamation the amount thereof shall be added to 
the aggregate of the amounts determined under paragraphs 
196(4)(a), (b) and (c); and 
(ii) public corporation — where a predecessor 
corporation was a public corporation immediately 
before the amalgamation, the new corporation 
shall be deemed to have been a public corpora- 
tion at the commencement of its first taxation 
year; 

Pre-RSC History: Para. 87(2)(ii) added by 1973-74, c. 14, subsec. 

26(4), applicable to 1972 et seq. 


Interpretation Bulletins: See list at end of s. 87. 
(jj) interest on certain obligations — for the 
purposes of paragraph 81(1)(m), the new corpo- 
ration shall be deemed to be the same corporation 
as, and a continuation of, each predecessor 
corporation; 

Interpretation Bulletins: See list at end of s. 87. 
(kk) disposition of shares of controlled 
corporation — for the purposes of paragraph 
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40(2)(h), 


(i) where a corporation was controlled, di- 
rectly or indirectly in any manner whatever, 
by a predecessor corporation immediately 
before the amalgamation and has, by reason of 
the amalgamation, become controlled, directly 
or indirectly in any manner whatever, by the 
new corporation, the new corporation shall be 
deemed to have acquired control of the corpo- 
ration so controlled at the time control thereof 
was acquired by the predecessor corporation, 
and 


(ii) where a predecessor corporation was im- 
“mediately before the amalgamation con- 
trolled, directly or indirectly in any manner 
whatever, by a corporation that, immediately 
after the amalgamation, controlled, directly or 
indirectly in any manner whatever, the new 
corporation, the new corporation shall be 
deemed to be the same corporation as, and a 
continuation of, each predecessor corporation; 


Related Provisions: 256(5.1) — Controlled cust or indi- 
rectly — control in fact. 


Pre-RSC History: Para. 87(2)(kk) substituted by 1988, c. 55, 
subsec. 60(12), applicable to taxation years commencing after 1988. 
Para. 87(2)(kk) formerly read: 

(kk) for the purposes of paragraph 40(2)(h), 


(i) where a corporation was controlled by. a predecessor 
corporation immediately before the amalgamation and 
has, by virtue of the amalgamation, become controlled by 
the new corporation, the new corporation shall be 
deemed to have acquired control of the corporation so 
controlled at the time control thereof was acquired by the 
predecessor corporation, and 


(ii) where a predecessor corporation was’ immediately 
before the amalgamation controlled by a corporation that, 
immediately after the amalgamation, controlled the new 
corporation, the new corporation shall be deemed to be 
the same corporation as, and a continuation of, each pred- 
ecessor corporation; 

Paras. 87(2)(jj), (kk) added by 1979, c. 5, subsec. 28(4), applicable 

to 1978 et seq. 


Interpretation Bulletins: See list at end of s. 87. 


(11) para. 20(1)(n) and subpara. 40(1)(a)(iii) 
amounts — notwithstanding any other provi- 
sion of this Act, where any property was disposed 
of by a predecessor corporation, the new corpora- 
tion shall, in computing 


(i) the amount of any deduction under para- 
graph 20(1)(n) as a reserve in respect of the 
property sold in the course of business, and 
(ii) the amount of its claim under subpara- 
_ graph 40(1)(a)(ii1) or 44(1)(e) (ii) in respect of 
the disposition of the property, 
be deemed to be the same corporation as, and a 
continuation of, the predecessor corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. 


History: Subpara. 87(2)(Il)(ii) amended by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 65(9),.to add reference to. subpara. 
44(1)(e)(i1i), applicable to amalgamations occurring and windings- 


692 


Subdiv. h — Corporations Resident in Canada 


up beginning after 1989. 
Pre-RSC History: Para. 87(2)(1l) added by 1980-81-82-83, c. 140, 
subsec. 52(7), applicable after November 12, 1981. 

(mm) idem — for the purposes of section 126.1, 
the new corporation shall be deemed to be the 
‘same corporation as, and a continuation of, each 
predecessor corporation, 


Related Provisions: 126. 1(5) =— Ul premium tax credit — “spec- 
ified employer” defined. 


History: Para. 87(2)(mm) added by 1994, c. 8, subsec. 9(1), appli- 
cable to amalgamations occurring, and windings- up beginning, ater 
1991. 


Pre-RSC History [former para. 87(2)(mm)]: Para. 37(2\mm) 
repealed by 1985, c. 45, subsec. 42(5), applicable to 1984 et sd 
Para. 87(2)(mm) formerly read: 


(mm) work in progress — for the purpose of determining — 
under subsection 10(6) whether a corporation has made an — 
election under paragraph 34(1)(d), the new corporation shall 
‘be deemed to be the same corporation as, and a continuation 
of, each predecessor: corporation, 


Para. 87(2) (mm) added by 1980- 81- 82- 83, c. 140, S heee. 52(7), 
applicable with respect to amalgamations occurring after 1981. 


(nn) refundable Part VII tax on hand — for 
the purpose of computing the refundable Part VII 
tax,on hand.of the new corporation at, the end of 
any taxation year, there shall be added to the total 
determined under paragraph 192(3)(a) the total of 

all amounts each of which is:the amount, if any, 
by which 

(i) a predecessor corporation’s refundable Part 
VII tax on hand at the end of its last taxation 
beat 0 Sc 


exceeds 


(ii) the predecessor corporation’s Part VII re- 
fund for its last taxation year; 
Related Provisions: 88(1)(e.2) — Winding-up. 
Pre-RSC History: Para. 87(2)(nn) added by 1984, c. 1, subsec. 
38(4) applicable to 1983 et seq. 


Interpretation Bulletins: See list at end of s. 87. 


(oo) investment tax credit [and balance of 
tax owing] — for the purpose of applying sub- 
section 127(10.2) to any corporation, the new 
corporation is deemed to have had 


(i) a particular taxation year that 


(A) where it was associated with another 
corporation in the new corporation’s first 
taxation year, ended in the calendar year 
that precedes the calendar year in which 
that first year ends, and 


(B) in any other case, immediately pre- 
cedes that first year, and 


_ (ii) taxable income for the. particular year re 
termined before taking into consideration. the 
specified future tax consequences for the,par- 
ticular year) equal to the. total of all amounts 


S. 87(2)(00.1)(i)(B) 


each of which is ‘a predecessor corporation’s 
taxable income forits taxation year that ended 
immediately before the amalgamation (deter- 
mined before taking into consideration the 
specified future tax consequences for that 
year); | b 
History: Para. 87(2)(00) amended by 1997, c. 25, subsec. 18(2), 
applicable to amalgamations that ‘occur after 1995, except that, for 
amalgamations that‘occur in 1996, the expression “any corporation” 
shall be read as “the new corporation”. For amalgamations that oc- 


cur after May 23, 1985 and before 1996, para. (00) shall be read 


without referencé'to the expression “paragraph 127.1(2)(a) and sub- 
paragraph 157(1)(b)G)’. Para. (00) formerly read: 


(oo) for the purposes of applying subsection 127(10.1), para- 

“- graph 127.1(2)(a)" and subparagraph’ 157(1)(b)(i) in respect 
of the first taxation year of the new corporation, the new cor- 
poration shall be deemed to have had a taxation year immedi- 
ately preceding its first taxation year and to have had 


(i) taxable income for that preceding taxation year equal 
to the total of amounts each of which is the taxable in- 
come of a predecessor corporation for its! taxation year 
ending immediately before the amalgamation, and 


(ii) a business limit for that preceding taxation year equal 
to the total of amounts each of which is the business limit 
of a predecessor corporation for its taxation year ending 
immediately. before the amalgamation, 


Pre-RSC History: Para. 87(2)(00) added by 1985; c: 4S; tibNec. 


42(6), applicable with respect to amalgamations occurring. after 
1983. 


Para. 87(2)(00) repealed by 1984, c. 45, subsec. 27(6), applicable to 
1984 et seg. Para (oo) formerly read: 


(00) refundable Part Vili tax on hand — for the purpose of 
computing the refundable Part VIII tax on hand of the new 
corporation at the end of any taxation year, there shall be ad- 
ded to the aggregate determined under paragraph 194(3)(a) 
the aggregate of all amounts each of which 1 is the amount, if 
any, by which 


(i) a predecessor corporation’s refundable Part VIII tax 
on hand at the end of its last taxation-year 
exceeds 


(ii) the, predecessor Sor On. s Part VIII refund for its 
last taxation year. 


Para. 87(2)(00) added by 1984, c. 1, subsec. 38(4), applicable to 
1983 et seq. 
Interpretation Bulletins: See list at end of:s. 87. 


(00.1) refundable investment tax credit and 
balance-due day — for the purpose of. apply- 
ing subparagraph 157(1)(b)@) and the definition 
“qualifying corporation” in subsection 127.1(2) 
to any corporation, the new corporation is 
deemed to have had 
(i) a particular taxation year ‘that 

(A) where it was associated'‘with another 

corporation in the new corporation’s first 

taxation year, ended in the calendar. year 

that precedes the calendar year in which 

that first year ends, and 


(B) where clause (A) does not apply, im- 
mediately precedes that first year, 


“Sic. This refers to an earlier version of subsec. 127.1(2), which is now the definition of “qualifying corporation” in that subsec. 
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(ii) taxable income for the particular year (de- 
termined before taking into consideration the 
specified future tax consequences for the par- 
ticular year) equal to the total of all amounts 
each of which is a predecessor corporation’s 
taxable income for its taxation year that ended 
immediately before the amalgamation (deter- 
mined before taking into consideration the 
specified future tax consequences for that 
year), and 


(iii) a business limit for the particular year 
equal to the total of all amounts each of which 
is a predecessor corporation’s business limit 
for its taxation year that ended immediately 
before the amalgamation; 


History: Para. 87(2)(00.1) added by 1997, c. 25, subsec. 18(3), ap- 
plicable to amalgamations that occur after May 23, 1985, except 
that, 


(a) for amalgamations that occur before 1997, the expression 
“any corporation” shall be read as “the new corporation”; 


(b) for the purpose of applying para. (00.1) for the purpose of 
the definition “qualifying corporation” in subsec. 127.1(2); the 
business limits referred to in para. (00.1), for taxation years that 
ended after June 1994 and began before 1996, shall be deter- 
mined under s. 125 as that section read in its application to tax- 
ation years that ended before July 1994; and 


(c) cl. (00.1)()(A) does not apply 


(i) for the purpose of applying the definition “qualifying 
corporation” in subsec. 127.1(2) to taxation years that en- 
ded before July 1994, and 


(ii) for the purpose of applying subpara. rene on® to tax- 
ation years that end before 1998. 


(pp) cumulative offset account computa- 
tion — for the purpose of computing the cumula- 
tive offset account (within the meaning assigned 
by subsection 66.5(2)) of the new corporation at 
any time, there shall be added to the total other- 
wise determined under paragraph 66.5(2)(a) the 
total of all amounts each of which is the amount, 
if any, by which 


(1) a predecessor corporation’s cumulative off- 
set account at the end of its last taxation year 


exceeds 


(ii) the amount deducted under subsection 
66.5(1) in computing the predecessor corpora- 
tion’s income for its last taxation year; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(pp) added by 1986, c. 2, s. 21, 
applicable to 1985 ef. seq. 


Interpretation Bulletins: See list at end of s. 87. 


(qq) continuation of — corporation 
[investment tax credit] — for the purpose of 
computing the new corporation’s investment tax 
credit and employment tax credit at the end of 
any taxation year, the new corporation shall be 
deemed to be the same corporation as, and a con- 
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tinuation of, each predecessor corporation; 


Related Provisions: See additional Related sick aa and Defi- 
nitions at end of s. 87. 


Pre-RSC History: Para. 87(2)(qq) added by 1986, c. 6, subsec. 
46(2), applicable with respect to amalgamations occurring after 
May 23, 1985. 


Interpretation Bulletins: See list at end of s. 87. 


(rr) tax on taxable preferred shares — for 
the purposes of subsections 112(2.9), 191(4), and 
191.1(2) and (4), the new corporation shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(ss) transferred liability for Part VI.1 tax — 
for the purposes of section 191.3, the new corpo- 
ration shall be deemed to be the same corporation 
as, and a continuation of, each predecessor 
- corporation; » 
Pre-RSC History: Paras. 87(2)(rr), (ss) added by 1988, c. 55, 
subsec. 60(13), applicable to amalgamations and windings-up oc- 
curring after June 18, 1987. 
(tt) livestock —Z§inclusion of deferred 
amount — for the purposes of subsections 
80.3(3) and (5), the new corporation shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; and 


Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(tt) added by 1990, c. 39, subsec. 

19(2), applicable with respect to amalgamations occurring and 

windings-up commencing after 1987. 
(uu) fuel tax rebates — for the purposes of 
paragraph 12(1)(x.1), the description of D.1 in 
the definition “non-capital loss” in subsection 
111(8), and subsections 111(10) and (11), the 
new corporation is deemed to be the same corpo- 
ration as, and a continuation of, each predecessor 
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corporation. 
Related Provisions: 88(1)(e.2) — Winding-up. 
History: Para. 87(2)(uu) amended by 1997, c. 26, s. 83, applicable 
to 1997 et seq. Para. (uu) formerly read: 


(uu) for the purposes of paragraph 12(1)(x. 1), the description 
of D.1 in the definition “non-capital loss” in subsection 
111(8), clause 111(10)(a)@)(B) and subsection 111(11), the 
new corporation shall be deemed to be the same corporation 
as, and a continuation of, each predecessor corporation. 


Para. 87(2)(uu) added by 1994, c. 7, Sch, VI (1992, Cine peon: Os 
applicable to amalgamations occurring after 1991. 


_ Interpretation Bulletins: See list at end of s. 87. 


(2.01) Application of subsec. 37. 1(5) — The 
definitions in subsection 37.1(5) apply to subbection 
(2). 

Origin of subsec. 87(2.01): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening ‘words to subsec. 37.1(5)). 


(2.1) Non-capital losses, etc., of predecessor 
corporations — Where there has been an amalga- 
mation of two or more corporations, for the purposes 
pny of , 


(a) determining the new. cutporation’s § non-capital 

loss, net capital loss, restricted farm loss, ‘farm 
loss or limited partnership loss, as the case may 
be, for any taxation year, and 


(b) determining the extent to which subsections © 
111(3) to (5.4) and paragraph 149(10)(d) apply to 
restrict the deductibility by the new corporation 
of any non-capital loss, net capital loss, restricted 
farm loss, farm loss or limited pos nate loss, as 
the case. may be, 


the new corporation shall be deemed to be the same 
corporation as, and a continuation of, each predeces- 
sor corporation, except that this. subsection shall in 
no respect affect the determination of 


(c) the fiscal period of the new corporation or any 
of its predecessors, 


(d) the income of the new corporation or any of 
its predecessors, or 


S. 87(2.11) 


(e) the taxable income of,. or. the tax payable 
under this Act by, any predecessor corporation. 


Related Provisions: 87(2)(a) — Taxation year-end; 87(2.11) — 
Losses, etc., on amalgamation with subsidiary wholly-owned corpo- 
ration; 256(7) — Where control deemed not acquired.,See addi- 
tional Related provisions and Definitions at end of s. 87.: 


Pre-RSC History: Para. 87(2.1)(b) substituted by 1987, ¢. 46, 
subsec. 29(7), to add reference to paragraph 149(10)(d), applicable 
with respect to amalgamations occurring after June 5, 1987. 


Paras. 87(2.1)(a) and (b) amended by 1986, c. 55, subsec. 23(3), to 
substitute, in each, “restricted farm loss, farm loss’ or limited part- 
nership loss,” for ° ‘restricted farm loss ¢ or farm loss” , applicable after 
February 25, 1986, 


All that portion of subsec. 87(2.1) preceding para. (c) substituted by 
1984, c. 1, subsec. 38(5), applicable with respect to amalgamations 
occurring after December 31, 1982. That portion formerly. read: 


(2.1) Non-capital losses and net capital losses of 
predecessor corporations — Where there has been an 
amalgamation of two or more corporations after March 31, 
1977, and one or more of the predecessor corporations had a 
non-capital loss.or a net capital loss for any taxation year any 
portion of which was not deductible by it in computing its 
taxable income for any taxation year, for the purposes only of 


(a) determining the new corpofation’s non-capital loss or 
net capital loss, as the case may be, for any taxation year 
preceding any taxation year of the. new corporation, and 
(b) determining the extent to which subsection 111(3), 
(4) or (5) applies to restrict the deductibility by the new 
corporation of any non-capital loss or net capital loss, as 
the case may be, 
the new corporation shall be deemed to be the eee 
tion as, and a continuation of, each such predecessor corpora- 
tion, except that this subsection shall in ‘no respect affect the 
determination of 
Subsec. 87(2.1) added by 1977-78, c. 1, subsec. 42(6), applicable to 
amalgamations and mergers occurring after March 31, 1977. 
Selected Cases [subsec. 87(2.1)]: Garage Montplaisir Ltée v. 
MNR, [1992] 2 C.T.C. 2700 (TCC) (Predecessor corporation’s busi- 
ness not carried on by corporation resulting from amalgamation; 
non-capital losses not deductible). 
Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their‘composition and deductibility in. computing taxable 
income; IT-302R2: Losses of a corporation — the effect on their de- 
ductibility of changes in control, amalgamation and winding-up; IT- 
302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
ity — ~after January 15, 1987. See also list at end of s. 87. 


(2.11) Losses, etc.; on amalgamation with 
subsidiary wholly-owned corporation — 
Where a new corporation is formed by the. amalga- 
mation of a particular corporation and one or more 
of its subsidiary wholly-owned corporations, the new 
corporation shall, for the purposes of applying sec- 
tion 111 and Part IV in respect of the particular cor- 
poration, be deemed to be the same corporation as, 
and.a continuation of, the particular corporation. 
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Related Provisions: 87(1.4) — Definition of “subsidiary wholly- 
owned corporation”; 87(2.1) — Non-capital losses, etc., of prede- 
cessor corporations; 87(11) — Vertical amalgamation — effects; 
256(7) — Where control deemed not acquired. 

History: Subsec. 87(2.11) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 37(9), applicable to amalgamations Spey after 
1989. 


1.T. Technical News: No. 3 (subsection 87(2.11)). ° 


(2.2) Amalgamation of insurers — Where there 
has been an amalgamation and one or more of the 
predecessor corporations was an insurer, the new 
corporation is, notwithstanding subsection (2), 
deemed, for the purposes of paragraphs 12(1)(d), (e), 
(e.1), (i) and (s) and 20(1)(), (1.1), (p) and (jj) and 
20(7)(c), subsection 20(22), sections 138, 138.1, 
140, 142 and 148 and Part XII.3, to be the same cor- 
poration as, and a continuation of, ‘each Of those 
predecessor corporations. 


Related Provisions: See Related provisions and acnuiaadt at 
end of s. 87. 


History: Subsec. 87(2.2) amended by 1997, c: 25, subsec. 18(4), 
applicable to amalgamations that occur after 1995. Subsec. (2. 2) 
formerly read: 


(2.2) Amalgamation of insurance corporations — Where 
there has been an amalgamation of two or more corporations 
and one or more of the predecessor corporations was an in- 
surance corporation, the new corporation shall, notwithstand- 
ing subsection (2), be deemed, for the purposes of paragraphs 
12(1)(d), (e), G) and (s) and 20(1)(1), (1.1), (p) and (jj) and 
20(7)(c), sections 138, 138.1, 140, 142 and 148 and Part 
XII.3 of this Act and section 33 of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, to be the 
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same corporation as, and a continuation of, each such prede- 
cessor corporation. 


Pre-RSC History: Subsec. 87(2.2) substituted by 1988, c. 55, 
subsec. 60(14), applicable to amalgamations occurring after Decem- 
ber 15, 1987. Subsec. (2.2) formerly read: 


(2.2) Amalgamation of life insurance corporations — 
Where there has been an amalgamation of two or more life 
insurance corporations after 1977, the new.corporation shall 
be deemed, for purposes of section 138, to be the same corpo- 
ration as, and a continuation of, each predecessor corporation 
except that this subsection shall in no respect affect the deter- 
mination of 


(a) the fiscal period of the new corporation or any of its 
predecessors; or 


(b) the taxable income of, or the tax payable under this 
Act by, any predecessor corporation. 


Subsec. 87(2.2) added by 1980-81-82-83, c. 48, subsec. 47(3), ap- 
plicable to amalgamations occurring after 1977. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: See list at end of s. 87. 


(3) Computation of paid-up capital — Subject 
to subsection (3.1), where there is an amalgamation 
or a merger of 2 or more Canadian corporations, in 
computing at any particular time the paid-up capital 
in respect of any particular class of shares of the cap- 
ital stock of the new corporation, 


(a) there shall be deducted that Sroportion of the 
amount, if any, by which the paid-up capital, de- 
termined without reference to this-subsection, in 
respect of all the shares of the capital stock of the 
new corporation immediately after the amalga- 
mation or merger exceeds the total of all amounts 
each of which is the patd-up capital in respect of 
a share (except a share held by any other prede- 
cessor corporation) of the capital stock of a pred- 
ecessor corporation immediately before the amal- 
gamation or merger, that ; 


(i) the paid-up capital, determined without ref- 

erence to this subsection, of the particular 
class of shares of the capital stock of the new 
corporation immediately after the amalgama- 
tion or merger | 


is of sais es 
(ii) the paid-up capital, determined without 
reference to this subsection, in respect of all 
of the issued and outstanding shares of the 


capital stock of the new corporation immedi- 
ately after the amalgamation or merger; and 


(b) there shall be. added an amount pabal to the 
lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
the particular class paid by the new corpo- 
ration before the particular time 
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exceeds 


(B). the total..that would. be determined 
under clause (A) if this Act were. read 
without reference to, paragraph (a), and 


(ii) the amount required by paragraph (a) to be 
deducted in computing the paid-up apts of 
“shares of the particular class. © ; 


Related Provisions: 87(3.1) — Election for 870) not to apply. 
See additional Related provisions and Definitions at’ end of s. 87. 


History: That portion of subsec, 87(3) preceding para. (a) amended 
by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 37(10), applicable to 
3 amalgamations occurring after 1990. That portion formerly read: 


(3) Computation of paid-up capital — Where. there has 
been. an amalgamation or a merger after March 31, 1977 of 
two-or more Canadian corporations, in computing, at any par- 
. ticular time. the paid-up capital in respect of any particular 
class of shares of the capital stock of the new corporation 


Pre-RSC History: Cl. 87(3)(b)(i)(A) substituted’ by 1977-78, c. 
32, subsec. 22(3), applicable after April 10, 1978, to add reference 
to (4,1). 


Subsec. 87(3) substituted: by 1977-78, c. 1, subsec. 42(7), applicable 
to amalgamations and mergers occurring after isatast ste Subsec. 
87(3):formerly read:): 


(3) Where share of! predecessor corporation owned by 
another such corporation — Where theré has been an amal- 
“gamation of two or more corporations after 1971 and, imme- 
‘diately before the amalgamation, one of the predecessor cor- 
‘porations (in this subsection referred to as the “owner 
corporation”) owned any share of the capital stock of another 
of the predecessor corporations, the following rules apply: 


(a) for the purpose of computing the paid-up capital defi- 
ciency of the new corporation at any time, the amount, if 
“ny, by which the paid-up capital in respect of the share 
“immediately before the amalgamation exceeds the ad- 
justed cost base of the share to the owner corporation im- 
mediately before the amalgamation shall be added to the 
aggregate of the amounts determined: under subparagraph 
89(1)(d) (iii); and 
‘(b) for the purpose of computing the post-1971 undistrib- 
uted surplus on hand (within the meaning assigned by 
“subsection 192(15)) of the new corporation at any time, 
the amount, if any, by which the adjusted cost base of the 
share to the owner corporation immediately. before the 
amalgamation exceeds the paid-up capital in, respect of 
the share immediately before the amalgamation shall be 
added to the aggregate of the amounts determined under 
paragraphs 192(15)(a) to (d). . 
Para...87(3)(a): substituted by. 1974-75-76, c. 26, subsec. 51(11), ap- 
plicable in respect of amalgamations occurring after May 6, 1974, 
to substitute “89(1)(d)(ii)” for “89(1)(d)qi) to (iv)”., 


Interpretation Bulletins: See list at end of-s. 87: 


(3.1) Election, for non-application of subsec. 
(3) — Where, 


(a) there is an. amalgamation of 2 or more 
corporations, ) 


(b) all of the issued shares, immediately before 
the amalgamation, of each class of shares (other 
than a class of shares all of the issued shares of 
which were cancelled on the amalgamation) of 
the capital stock of each predecessor corporation 
(in this subsection referred to as the “exchanged 
class’) are converted into all of the issued shares, 


S. 87(4)(b) 


immediately after the amalgamation, of a sepa- 
rate class of shares of the capital stock of the new 

corporation. (in this subsection referred. to. as the 
“substituted class’’), 


(c) immediately after the amalgamation, the num- 
ber of shareholders of each substituted class, the 
number of shares of each substituted class owned 
by each shareholder, the number of issued shares 
of each substituted class, the terms and conditions 
of each share of a substituted class, and the paid- 
up ‘capital of each substituted class determined 
without reference to the provisions of this Act are 
identical to the number of shareholders of the ex- 
changed class from which the substituted’ class 
was converted, the number of shares‘of each ‘such 
exchanged class owned by each shareholder, the 
number of issued shares of each such exchanged 
class, the terms and conditions of each share of 
such exchanged class, and the paid-up capital of 
each such exchanged class determined without 
reference to the provisions of this Act, respec- 
_. tively, immediately before the amalgamation, and 


. (d), the new’ corporation elects in its return of in- 
come filed in accordance with section 150 for its 

_ first taxation year to have the provisions of this 
subsection apply, 


for the purpose of computing at any nate dey time 
the paid-up capital in respect of any particular class 
of shares of the capital stock of the new corporation, 


(e) subsection (3) does not apply in respect of the 
amalgamation, and 


(f) each substituted class shall be deemed to be 
the same as, and a continuation of; the exchanged 
class.from which,it was converted. 

History: Subsec. 87(3,1) added by. 1994, c. 7; Sch: VIII (1993, c. 


24), subsec. 37(11), applicable to amalgamations occurring after 
1990. 


(4). Shares. of predecessor corporation — 
Where there has been an amalgamation of two or 
more corporations after May 6, 1974, each share- 
holder (except any predecessor corporation) who, 
immediately before the amalgamation, owned shares 
of the capital stock of a predecessor corporation (in 
this subsection referred to as the “old shares’’) that 
were capital property to the shareholder and who re- 
ceived no consideration for the disposition of those 
shares on the amalgamation, other than shares of the 
capital stock of the new corporation (in this subsec- 
tion referred to as the “new shares’’), shall be 
deemed 


(a) to have disposed of the old shares for pro- 
ceeds equal to the. total of the adjusted cost, bases 
to. the shareholder of those shares. immediately 
before the amalgamation, and 


(b) to have acquired the new shares of any riarti¢» 
ular class of the capital stock of the new. corpora- 
tion at.a cost to the shareholder equal to that pro- 
portion of the proceeds described in paragraph (a) 
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that 


(i) the fair market value, immediately after the 
amalgamation, of all new shares of that partic- 
ular class so acquired by the shareholder, 


is of 
(ii) the fair market value, immediately after 


the amalgamation, of all new shares so ac- 
quired by the shareholder, 


except that, where the fair market value of the old 
shares immediately before the amalgamation ex- 
ceeds the fair market value of the new shares imme- 
diately after the amalgamation and it is reasonable to 
regard any portion of the excess (in this subsection 
referred to as the “gift portion’) as a benefit that the 
shareholder desired to have conferred on a person re- 
lated to the shareholder, the following rules apply: 


(c) the shareholder shall be deemed to have dis- 
posed of the old shares for proceeds of disposi- 
tion equal to the lesser of 


(i) the total of the adjusted cost bases to the 
shareholder, immediately before the amalga- 
mation, of the old shares and the gift portion, 
and 


(ii) the fair market value of the old shares im- 
mediately before the amalgamation, 


(d) the shareholder’s capital loss from the dispo- 
sition of the old shares shall be deemed to be nil, 


(e) the cost to the shareholder of any new shares 
of any class of the capital stock of the new corpo- 
ration acquired by the shareholder on the amalga- 
mation shall be deemed to be that proportion of 
the lesser of 


(i) the total of the adjusted cost bases to the 
shareholder, immediately before the amalga- 
mation, of the old shares, and 


(ii) the total of the fair market value, immedi- 
ately after the amalgamation, of all new shares 
‘so acquired by the shareholder and the amount 
that, but for paragraph (d), would have been 
the shareholder’s capital loss from the disposi- 
tion of the old shares 


that 


(ii) the fair market value, immediately after 
the amalgamation, of the new shares of that 
class so acquired by the shareholder 


is of 
(iv) the fair market value, immediately after 


the amalgamation, of all new shares so ac- 
quired by the shareholder, 


and where the old shares were taxable Canadian 
property of the shareholder, the new shares shall be 
deemed to be taxable Canadian property a the 
shareholder. 

Related Provisions: 7(1.5) — Shares acquired through employee 


stock option; 53(4) — Effect on adjusted cost base of shares; 
87(5) — Option to acquire share of predecessor corporation; 
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87(8) — Merger of foreign affiliate; 87(9) — Rules applicable in re- 
Merger of foreign affiliate. See 
additional Related provisions and Definitions at end of s. 87. 


Pre-RSC History: All that portion of subsec. 87(4) following 
subpara. (b)(ii) substituted by 1980-81-82-83, c. 48, subsec. 47(4), 
applicable to amalgamations occurring after December 11, 1979. 
That portion formerly read: 


and where the old shares were taxable Canadian property of 
the shareholder, the new shares shall be deemed to be taxable 
Canadian property of the shareholder. 


Subsec. 87(4) substituted by 1974-75-76, c. 26, subsec. 51(12), ap- 
plicable in respect of amalgamations occurring after May 6, 1974. 
Subsec. 87(4) formerly read: 


(4) Rules applicable for computing income of 
sharehoider of predecessor corporation — Where there 
has been an amalgamation of two or more corporations after 
1971, for the purposes of computing the income of each 
shareholder (except any predecessor corporation) who owned 
one or more shares of the capital stock of a predecessor cor- 
poration immediately before the amalgamation, the following 
rules apply: 


(a) where the shareholder owned one or more preferred 
shares of any class of the capital stock of the predecessor 
corporation immediately before the amalgamation and re- 
ceived no consideration for the disposition of those 
shares on the amalgamation other than one or more pre- 
ferred shares of a class of the capital stock of the new 
corporation having substantially the same rights and con- 
ditions attaching thereto (determined without regard .to 
any voting rights attaching to any shares) as attached to 
the shares of the predecessor corporation so disposed of 
by him, 
(i) the shareholder shall be deemed to have disposed 
of the preferred shares of the class of the capital 
stock of the predecessor corporation so disposed of 
by him.on the amalgamation, for proceeds. equal to 
the adjusted cost base to him of those shares immedi- 
ately before the amalgamation, and. 


(11) he shall be deemed to have acquired the preferred 
shares of the class of the capital stock of the new cor- 
poration so acquired by him as consideration for the 
disposition of the preferred shares described in sub- 
paragraph (i), at a cost to him equal to the proceeds 
described in that subparagraph; and 


(b) where 


(i) the shareholder owned one or more common 
shares of the capital stock of the predecessor corpo- 
ration immediately before the amalgamation, 


(11) none of the persons (except any predecessor cor- 
poration) who owned one or more of the common 
shares of the capital stock of the predecessor corpo- 
ration immediately before the amalgamation received 
any consideration for the disposition of those shares” 
on the amalgamation, other than one or more shares 
of the capital stock of the new corporation, and 
(iii) either 
(A) the persons (except any predecessor corpora- 
tion) who together owned all of the common 
shares of the capital stock of the predecessor cor- 
poration immediately before the amalgamation 
together received as consideration for the dispo- 
sition of those shares on the amalgamation, 
either 


(I) not less than 25% of the shares of each 
particular class of the issued common shares 
of the capital stock of the new corporation 
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» immediately after the amalgamation, 
or 


dD common shares of ‘the capital stock of 
the new corporation to which are attached 
not less than 25% of all votes that could be 
- cast for any and: all:purposes by, holders of 
common shares of the new corporation im- 


mediately after the amalgamation and repre-_, 


senting not less than 25% of the fair market 
value of all common shares of the new cor- 
poration issued and outstanding at that time, 


or ) 
*(B) in any case ‘where 


(1) the: shareholder owned one or more of the - 
common shares of the capital stock of one or 
more other predecessor corporations imme- 
diately before the amalgamation, and: .. 


(II) none of the persons (except any prede=: 
cessor corporation) who owned one. or, more 
of the common shares of the capital stock of 
such one or more other predecessor corpora- 
tions immediately before the amalgamation 
received any consideration forthe disposi- 
tion’ of those shares on the’ amalgamation 
other than one or more :shares:of the capital 
stock of the new, corporation, 


the shareholder: received on the amalgamation, as 
consideration for the disposition of the common 
shares of the capital stock of. the predecessor corpo- 
ration and of such one or more other predecessor cor- 
porations owned by him immediately before the’ ~ 


amalgamation, not less than’ 80% of the shares of’* 


each particular class of the issued common shares of 
the capital stock of the new corporation immediately 
after the amalgamation, 


the shareholder 


(iv) shall be deemed to have disposed of the common 
shares of the:capital stock of the predecessor corpo- 
ration so disposed of by him on the amalgamation; : 
for proceeds equal to the adjusted cost base to him of ” 
those shares immediately before the. amalgamation, 
and . 


(v) shall be deemed to have acquired the shares of 
any particular-class of the capital stock of the new 
corporation so acquired by him as consideration for 
the disposition of the common shares described in 
subparagraph (iv), at a cost to him equal to that pro- 
portion of the proceeds deSCIe? in subparagraph 
(iv) that ; 


(A) the fair detent value immediately after the 
amalgamation, of all shares of that particular 
class so acquired by him, 


is of 
(B) the fair market value, immediately after. the 
amalgamation, of all of the shares of the capital 
“stock of the new corporation so acquired by him 
as consideration for the disposition of the com- 
mon shares described.in subparagraph (iv). 


Cl. 87(4)(b)(iii)(A) substituted by, 1973-74, c. 30, subsec. :7(1), ap- 
plicable with respect to amalgamations that take place after May 29, 
1973. Cl..87(4)(b)Gii)(A) formerly read: 


(A) the persons (except any predecessor corporation) who to- 
gether owned all of the common shares of the capital stock of 
the predecessor corporation immediately before the amalga- 
mation together received as consideration for the disposition 


S. 87(4.2)(b) 


of those shares on the amalgamation not less than 25% of the 

shares of each particular class of the issued common shares of 

the capital stock of the new corporation immediately after, the 
* amalgamation, 


| Interpretation Bulletins: IT-113R: Benefits to employees — 
stock options. See also list at end of s. 87. 


(4, 1) Exchanged shares — For the purposes of 
the definition “term preferred share” in subsection 
248(1), where there has been an amalgamation of 
two or more corporations after November 16, 1978 
and a share of any class of the capital stock of the 
new corporation (in this subsection referred to as the 
“new share’) was issued in consideration for the dis- 
position of a share of any class of the capital stock of 
a predecessor corporation (in this subsection referred 
to as the “exchanged share’) and the terms and con- 
ditions of the new share wére the same as, or sub- 
stantially the same as, the terms and' conditions of 
the exchanged share; 


(a) the new share shall be deemed to have been 
issued at the time the exchanged share was 
~ issued; . 


(b) if the exchanged share was issued under an 

agreement in writing, the new share shall be 
deemed to have been issued under that agree- 
ment; and 


(c) the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
such. predecessor corporation. 

Related Provisions: 87(9)(a.1)— Rules applicable in respect of 


certain mergers. See additional, Related provisions and Definitions 
at end of s. 87. 


Pre-RSC History: Subsec. 87(4.1) added by 1979, c. 5, subsec. 
28(5). 
Interpretation Bulletins: See list at end of s. 87. 


(4.2) Idem — Where there has‘ been an amilgama- 
tion or merger of two or'more corporations after No- 
vember 27, 1986 and a share of any class of the capi- 
tal stock. of the. new corporation. (in this. subsection 
referred to as. the “new share’) was issued to a share- 
holder in consideration for the disposition of a share 
by that shareholder of any class of the capital stock 
of a predecessor corporation (in this subsection re- 
ferred to as the “exchanged share”) and the terms 
and conditions of the new share were the same as, or 
substantially the same as, the terms and conditions of 
the exchanged share, for the purposes of applying 
the provisions of this subsection, subsections 
112(2.2) and (2.4), Parts IV.1 and VI.1, section 258 
and the definitions “grandfathered share’, “short- 
term preferred share”, “taxable preferred share” and 
“taxable RFI share” in subsection 248(1) to the new 
share; the following rules apply: 


(a) the new share shall be deemed to have been 
issued at the time the exchanged share was 
issued; } 

(b) where the exchanged share was a share de- 
scribed in paragraph (a), (b),.(c) or'(d) of the defi- 
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nition “grandfathered share” in subsection 
248(1), the new share shall be deemed to be the 
same share as the exchanged share for the pur- 
poses of that definition; 


(c) the new share shall be deemed to have been 
acquired by the shareholder at the time the ex- 
changed share was acquired by the shareholder; 


(d) the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
predecessor corporation; 


(e) an election made under subsection 191.2(1) 
by.a predecessor corporation with respect to the 
class of shares of its capital stock to which the 
exchanged share belonged shall be deemed to be 
an election made by the.new corporation with re- 
spect to the class of. shares of its capital stock to 
which the new share belongs; and 


(f) where the terms or conditions of the ex- 
changed share or an agreement in respect of the 
exchanged share specify an amount in respect of 
the exchanged share for the purposes of subsec- 
tion 191(4) and an amount equal to the amount so 
specified in respect of the exchanged share is 
specified in respect of the new share for the pur- 
poses of subsection 191(4), 


(i) for the purposes of subparagraphs 
191(4)(d)(i) and (e)(i), the new share shall be 
deemed to have been issued for the same con- 
sideration as that for which the exchanged 
share was issued and to have been issued for 
the purpose for which the exchanged share 
was issued, . . 

(ii) for the purposes of subparagraphs 
191(4)(d)(ii) and (e)(ii), the new share shall be 
deemed to be the same share as the exchanged 
share and to have been issued for the purpose 
for which the exchanged share was. issued; 
and 


(111) where the shareholder received no consid- 
eration for the disposition of the exchanged 
share other than the new share, for the pur- 
poses of subsection 191(4), 


(A) in the case of an exchanged share to 
which subsection 191(4) applies because 
of paragraph 191(4)(a), the new share shall 
be deemed to have been issued for consid- 
eration having a fair market value equal to 
the consideration for which the exchanged 
share was issued, and 


(B) in the case of an exchanged share to 
which subsection 191(4) applies because 
of an event. described in paragraph 
191(4)(b) or (c), the consideration for 
which the new share was issued shall be 
deemed to have a fair market value equal 
to the fair market value of the exchanged 
share immediately before the time that 
event occurred. 
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Related Provisions: 87(9)(a.1) — Rules applicable in respect of 
certain mergers. 


History: Para. 87(4.2)(f) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 65(10), applicable to 1988 et seq. 


Pre-RSC History: Subsec. 87(4.2) added by 1988, c. 55, subsec. 
60(15), applicable to amalgamations and mergers occurring after 
November 27, 1986. 


Interpretation Bulletins: See list at end of s. 87. 


(4.3) Exchanged rights — Where there has been 
an amalgamation or merger of two or more corpora- 
tions after June 18, 1987 and a right listed on a pre- 
scribed stock exchange to acquire a'share of any 
class of the capital stock of the new corporation (in 
this subsection referred to as the “new right”) was 
acquired by a shareholder in consideration for the 
disposition of a right described in paragraph (d) of 
the definition “grandfathered share’ in subsection 
248(1) to acquire a share of any class of the capital 
stock of a predecessor corporation (in this subsection 
referred to as the “exchanged right’), the new right 
shall be deemed to be the same right as the ex- 
changed right for the purposes of paragraph (d) of 
the definition “grandfathered share” in subsection 
248(1) where the terms and conditions of the new 
right were the same as, or substantially the same as, 
the terms and conditions of the exchanged right and 
the terms and conditions of the share receivable on 
an exercise of the new right were the same as, or 
substantially the same as, the terms and conditions of 
the share that would have been received on an exer- 
cise of the exchanged right. 

Related Provisions: 87(9)(a.2) — Rules applicable in respect of 


certain mergers. See additional Related provisions and Definitions 
at end of s. 87. 


Pre-RSC History: Subsec. 87(4.3) added by 1988, c. 55, subsec. 
60(15); applicable to amalgamations and mergers occurring after 
June 18, 1987. 

Regulations: 3200 (prescribed stock exchange). 


Interpretation Bulletins: See list at end of s. 87. 


(4.4) Flow-through shares — Where 


(a) there is an amalgamation of two or more cor- 
porations. each of which is a principal-business 
corporation (within the meaning assigned by sub- 
section 66(15)) or a aor aae that at no time 
carried on business, 


(b) a predecessor corporation entered into an 
agreement with a person at a particular time for 
consideration given by the person to the prede- 
cessor corporation, 


(c) a share of the predecessor corporation 


(i) that was a flow-through share (in this sub- 
section having the meaning that would be as- 
signed by subsection 66(15) if the definition 
“flow-through share” in that subsection were 
read without reference to the portion after par- 
agraph (b) of that definition) was issued to the 
person before the amalgamation, or 


(ii) that would (if it were issued) be a flow- 


700 


Subdiv. h — Corporations Resident in Canada 


through share, was to be issued to the person 
for the consideration under the agreement, and 
(d) the new corporation .. 


(i) i issues a share (in this subsection referred to 
as a “new share”) of any class of its capital 
stock on the amalgamation to the person in 
consideration for the disposition of the flow- 
through share of the predecessor corporation 
and the terms and conditions of the new share 
are the same as, or substantially the same as, 
the terms. and conditions at the flow-through 
share, or i , 


(ii) is obliged after the simaloaiation to issue 
a new share of any class of its capital stock to 
the person under the obligation of the prede- 
cessor corporation to issue a flow-through 
share of the predecessor corporation to the 
person and the new share would not, if issued, 
be a prescribed share referred to in the'defini- 
tion, “flow-through share in subsection 
66(15), 


for the purposes of subsection 66(12. 66) and Part 
XII.6 and for the purposes of renouncing an amount 
under subsection 66(12.6), (12.601) or (12.62) in re- 
spect.of Canadian exploration expenses or Canadian 
development expenses that would, but for the renun- 
ciation, be incurred by the new corporation after the 
amalgamation, 


(e) the person shall be deemed to have given the 
consideration under the agreement,to the new 
corporation for the issue of the: new. share, 


(f) the agreement shall be deemed to have been 
entered into between the new corporation and the 
person at the particular time, 

(g) the new share shall be deemed to be ‘a flow- 
through share of the new corporation, and 


(h) the new corporation shall be deemed to be the 
same corporation as, and a continuation of,. the 
predecessor: corporation. 


History: The portion of subsec. 87(4.4) between paras. (d) and (e) . 


amended by 1997, c. 25, subsec. 18(5), applicable to amalgamations 
that occur after 1995, except that the expression “subsection 
66(12.6), (12.601) or (12.62)” shall be read as “subsection 66(12.6), 
(12.601), (12.62) or (12.64)” in respect of amalgamations that occur 
before 1999. This. portion formerly read: 


for the purpose of subsection 66(12.66) and for the purposes 
of renouncing an amount under subsection 66(12.6), (12.601), 
(12.62) or (12.64) in respect of Canadian exploration ex- 
penses, Canadian development expenses or Canadian oil and 
gas property expenses that would, but for the renunciation, be 
incurred by the new corporation after the amalgamation, 


That portion of subsec. 87(4.4) between. paras. (d) and (e) amended 
by 1994, c. 8, subsec. 9(2), applicable to amalgamations occurring 
after December 2, 1992. That portion formerly read: 


for the purpose of subsection 66(12.66) and for the purpose of 
renouncing an amount under subsection, 66(12.6), (12.62) or 
(12.64) in respect of Canadian exploration expenses, Cana- 
dian development expenses or Canadian oil and gas property 
expenses that would, but for the renunciation, be incurred by 
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the new corporation after the amalgamation, 


Subsec. 87(4.4) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
65(11), applicable to amalgamations occurring after February 1986. 


(5) Options to acquire shares of predecessor 
corporation — Where there has been an amalga- 
mation of two or more corporations after May 6, 
1974, each taxpayer (except any predecessor corpo- 
ration) who immediately before the amalgamation 
owned a capital property that was an option to ac- 
quire shares of the capital stock of a predecessor cor- 
poration (in this subsection referred to'as the “old 
option”) and who received no consideration for the 
disposition of that option on the amalgamation, other 
than an option to acquire shares of the capital stock 
of the new corporation (in this subsection referred to 
as the “new option”), shall be deemed 


(a) to have disposed of the old option for pro- 
ceeds equal to the adjusted cost base to the tax- 
payer of that option immediately before the amal- 
gamation, and 


(b) to have acquired the new option at a cost to 
the taxpayer equal to. the proceeds described in 
paragraph (a), 


and where the old option was taxable Canadian prop- 
erty of the taxpayer, the new option shall be deemed 
to be taxable Canadian property of the taxpayer. 


Related Provisions: 7(1.4)— Employee | stock. options; 
87(5.1) — Adjusted cost base.of option; 87(9)(a.3) — Rules. appli- 
cable in respect of certain mergers. See additional Related provi- 
sions and Definitions at end of s. 87. 


Pre-RSC History: Subsec. 87(5) substituted by 1974-75-76, c. 26, 
subsec. 51(12), applicable in respect of amalgamations occurring af- 
ter May 6, 1974. Subsec. 87(5) formerly read: 


(5) Determination of percentages — In determining any of 
the percentages referred to in clause ONDE the per- 
centage shall be deemed to be 


(a) the percentage otherwise ‘determined, 
plus 


(b) that proportion of the percentage otherwise deter- 
mined that 


(i) the fair market value of the issued common shares 
of the capital stock of a particular predecessor corpo- 
ration owned by all other predecessor corporations 
immediately before the amalgamation 


is of 


(ii) the. fair market value of the issued common 
shares of. the capital stock of the particular predeces- 
sor corporation owned by all persons (except any 
predecessor corporation) immediately before the 
amalgamation. 


Subsec. 87(5) substituted by 1973-74, c. 30, subsec. 7(2), applicable 
with respect to amalgamations that take place after May 29, 1973. 
Subsec. 87(5) formerly read: 


(5) For the purposes of clause (4)(b)(iii)(A), the percentage of 
the shares of any particular class of the issued. common shares 
of the capital stock of the new corporation immediately after 
the amalgamation received as described in that clause by the 
persons (except any predecessor corporation) who together 
owned all of the common shares of the capital stock of a par- 
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ticular predecessor corporation shall be deemed to be 
(a) the percentage thereof otherwise determined, 
plus 
(b). that proportion of. the percentage described m-.para- 
graph (a) that 
(i) the fair market value of the bind common i ls 
of the capital stock of the particular predecessor cor- 
poration owned by all other predecessor corporations 
immediately before the amalgamation 
is of 
(ii) the fair market value of the issued common 
shares of the capital stock of the particular predeces- 
sor corporation owned by all persons (except any 


predécessor corporation) immediately before the 
amalgamation. « 


Interpretation Bulletins: See list at end of s. 87. 


(5.1) Adjusted cost base of option — Where 
the cost to a taxpayer of a new option is determined 
at any time under subsection ‘oH 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the taxpayer of 
the new option the total of all amounts deducted 
under paragraph 53(2)(g.1) in computing, imme- 
diately before that time, the adjusted cost base to 
the taxpayer of the old option; and 


(b) the amount determined under paragraph (a) 
shall be added after that time in computing the 
adjusted cost base to the taxpayer - of the new 
option. 
Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 87(5.1)(b); 53(2)(g. 1) — Reduction in adjusted 
cost base under 87(5.1)(a); 80.03(2)(a) — Deemed Pau on disposi- 
tion following debt forgiveness. 


History: Subsec. 87(5.1) added by 1995, c. 21, subsec. 30(3), ap- 
plicable to taxation years that end after February 21, 1994. 


(6) Obligations of predecessor corpora- | 


tion — Notwithstanding subsection (7), where there 
has been an amalgamation of two or more corpora- 
tions after May 6, 1974, each taxpayer (except any 
predecessor corporation) who, immediately before 
the amalgamation, owned a capital property that was 
a bond, debenture, mortgage, note or other similar 
obligation of a predecessor corporation (in this sub- 
section referred to as the “old property”) and who re- 
ceived no consideration for the disposition of the old 
property on the amalgamation other than a bond, de- 
benture, mortgage, note or other similar obligation 
respectively, of the new corporation (in this subsec- 
tion referred to as the “new property”) shall, if the 
amount payable to the holder of the new property on 
its maturity is the same as the amount that would 
have been payable to the holder of the old property 
on its maturity, be deemed 


(a) to have disposed of the old property for pro- 


ceeds equal to the adjusted. cost base to the tax- | 


payer of that property: immediately before the 
amalgamation; and 


(b) to have acquired the new property at a cost to 
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the taxpayer equal to the proceeds described in 
paragraph (a). 
Related Provisions: 80(2) — Deemed settlement on amalgama- 
tion; 87(6.1) — Adjusted cost base of property; 88(1)(e.2) — Appli- 
cation to winding-up. See additional Related provisions and Defini- 
tions at end of s. 87, 


Pre-RSC History: Subsec. 87(6) substituted by 1974-75-76, c. 26, 
subsec. 51(12), applicable in respect of amalgamations occurring af- 
ter May 6, 1974. Subsec. 87(6) formerly read: 


(6) Canadian exploration and development expenses — 
Where there has been an amalgamation of two or more corpo- 
rations after 1971 and the new corporation is a principal-busi- 
ness corporation within the meaning assigned by subsection 
66(15), there may be deducted by the new corporation in 
computing its income for a taxation year the aggregate of the 
following amounts in respect of expenses incurred by prede- 
cessor corporations, namely, in respect of each individual 
predecessor corporation, the amount that is the lesser of 


(a) the aggregate of the Canadian exploration and devel- 
opment expenses (within the meaning assigned by sub- 
section 66(15)) incurred by the predecessor corporation 
to the extent that such expenses 


(i) were not deductible by the new corporation in 
computing its income for a previous taxation year, 
and were not deductible by the predecessor corpora- 
tion in computing its income for its last taxation year 
or for a previous taxation year, and 


(11) would, but for paragraph 66(1)(b), have been de- 
ductible by the predecessor corporation in computing 
its income for its last taxation year, and 


(b) of the aggregate determined under paragraph (a), an 
amount equal to such part of the income of the new cor- 
poration for the year if no deduction were allowed under 
this section, section 65 or section 66 (minus any deduc- 
tions allowed for the year by sections 112 and 113) as 
may reasonably be regarded as attributable to the produc- 
tion of petroleum or natural. gas from wells, or the pro- 
duction of minerals from mines, situated on property in 

~ Canada from which the predecessor corporation had, im- 
mediately before the amalgamation, a right to take or re- 
move petroleum or natural gas or a right to take or re- 
move minerals; 


and no amount in respect of expenses of the predecessor cor- 
poration included in the aggregate determined under para- 
graph (a) shall, where subsection 192(15) is being applied to 
determine for the purposes of paragraph (2)(gg) of this sec- 
tion the designated surplus of the predecessor corporation im- 
mediately before the amalgamation, be included in the 
amount or amounts deductible under any paragraph of sub- 
section 192(15). 


1.T. Application Rules: 26(23) (where taxpayer owned the old 
property since before 1972). 


Interpretation Bulletins: See list at end of s. 87. 


(6.1) Adjusted cost base — Where the cost to a 
taxpayer of a particular property that is a bond, de- 
benture or note is determined at any time under sub- 
section (6) and the terms of the bond, debenture or 
note conferred upon the holder the right to exchange 
that bond, debenture or note for shares, 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the taxpayer of 
the bond, debenture or note the total of all 
amounts deducted under paragraph 53(2)(g.1) in 
computing, immediately before that time, the ad- 
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justed cost base to the taxpayer of the property 
for which the particular property was exchanged 
at that time; and 


(b) the amount determined under paragraph (a) in 

respect of the particular property shall be added 

after that time in computing the adjusted cost 

base to the taxpayer of the particular property. 
Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 87(6.1)(b); 53(2)(g.1) — Reduction in adjusted 
cost base under 87(6.1)(a); 80.03(2)(a) — Deemed gain on disposi- 
tion following debt forgiveness. 


History: Subsec. 87(6.1) added by 1995, c..21, subsec. 30(4), ap- 
plicable to taxation years that end after February 21, 1994. 


(7) [Obligations of predecessor corpora- 
tion] — Where there has been an amalgamation of 
two or more corporations after May 6, 1974 and 


(a) a debt or other obligation of a predecessor 
corporation that was outstanding immediately 
before the amalgamation became a debt or other 
obligation of the new corporation on the amalga- 
mation, and 


(b) the amount payable by the new corporation on 

the maturity of the debt or other obligation, as the 
case may be, is the same as the amount that 
would have been payable by the predecessor cor- 
poration on its maturity, 


the provisions of this Act 


(c) shall not apply in respect of the transfer of the 
debt or other conchae to the new corporation, 
and 


(d) shall apply as if the new corporation had in- 
curred or issued the debt or other obligation at the 
time it was incurred or issued. by the predecessor 
corporation under the agreement made on the day 
on which the predecessor corporation made an 
agreement under which the debt or other obliga- 
tion was issued, 


ear 


except that, for the purposes of the definition “‘in- 
come bond” or “income debenture’’ in subsection 
248(1), paragraph (d) shall not apply to any debt or 
other obligation of the new corporation unless the 
terms and conditions thereof immediately after the 
amalgamation are the same as, or substantially the 
same as, the terms and conditions of the debt or obli- 
gation that was an income bond or income debenture 
of the predecessor corporation immediately berate 
the amalgamation. 


Related Provisions: 87(6) — Obligations of predecessor corpo- 
ration; 88(1)(e.2) — Application to winding-up. See additional Re- 
lated provisions and Definitions at end of s. 87. 


History: Para. 87(7)(a) amended by 1994, c: 7, Sch. VII (1993, c. 
24), subsec. 37(12). Para. (a) formerly read: 


-(a) a debt or other obligation of a predecessor corporation, 
other than any such debt or other obligation owed to any 
other predecessor corporation, was outstanding immediately 
before the amalgamation and became a debt or other obliga- 
tion, as the case may be, of the new corporation on the amal- 


S. 87(8) 


gamation, and 


Pre-RSC History: All that portion of subsec. 87(7) following 
para. (c) substituted by 1979, c. 5, subsec. 28(6). That portion for- 
merly read: 


(d) shall.apply as if the new corporation had incurred or is- 
sued the debt or other obligation at the time it was incurred or 
issued by the predecessor corporation. 


Subsec. 87(7) substituted by 1974-75-76, c. 26, subsec. 51(12), ap- 
plicable in respect of amalgamations occurring after May 6, 1974. 
Subsec. 87(7) formerly read: 


(7) Foreign exploration and development expenses — 
Where there has been an amalgamation of two or more corpo- 
rations after 1971, there may be deducted by the new corpora- 
tion in computing its income for a taxation year the amount 
that would be deductible under subsection (6) in computing 
its income for the year if 


(a) the reference therein to “Canadian exploration and de- 
velopment expenses” were’read as a reference to “foreign 
exploration and development expenses’, 


(b) the reference in subparagraph (a)(ii) thereof to. “para- 
graph 66(1)(b)” were read as a reference to. “paragraph 
66(4)(b)”, and 

(c) the reference in paragraph (b) thereof to “in Canada” 
were read as a reference to “outside Canada”. 


Interpretation Bulletins: See list at end of s. 87. 


(8) Merger of foreign affiliate — Where there has 
been a foreign merger in which the shares owned by 
a taxpayer of the capital stock of a corporation that 
was a predecessor foreign corporation immediately 
before the merger were exchanged for or became 
shares of the capital stock of the new foreign corpo- 
ration; unless 'the taxpayerelects in the taxpayer’s re- 
turn of income under this Part for the taxation year in 
which the foreign merger took place not to have the 
provisions of this section apply, subsection (4) ap- 
plies to the taxpayer as if the references therein to 


(a) “‘amalgamation” were read ‘as “foreign 


merger’; 


(b) “predecessor corporation” were read as “pred- 
ecessor foreign corporation”; 


(c) “new corporation” were read as “new foreign 
corporation”; and 


(d) “May 6, 1974” were read as “November 12, 
1981”. 


Related Provisions: 87(8.1) — Definition of “foreign merger”. 
See additional Related provisions and Definitions at end of s. 87. 


Pre-RSC History: Subsec..87(8) substituted by, 1980-8 1-82-83, c. 
140, subsec. 52(8), applicable with respect to foreign mergers oc- 
curring after November 12, 1981. Subsec. 87(8) formerly read: 


(8) Where there has been a merger of a foreign affiliate of a 
taxpayer (in this subsection referred to as a “predecessor affil- 
iate’”) and one or more other corporations to form one corpo- 
rate entity (in this subsection referred to as a “new affiliate’) 
that; immediately after the merger, is a foreign affiliate of the 
taxpayer and such merger is not asa result of the acquisition 
of property of one corporation by another corporation, pursu- 
ant to the purchase of such property by the other corporation, 
or as a result of the distribution of such property to another 
corporation upon the winding-up of the predecessor affiliate, 
subsection (4) applies to the taxpayer as if the references 
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therein to 
(a) “amalgamation” were read as “merger”; 


(b) “predecessor corporation” were read as “predecessor 
affiliate”; 


(c) “new corporation” were read as “new affiliate”; and 
(d) “May 6, 1974” were read as “1971”. 


Subsec. 87(8) added by 1974-75-76, c. 26, subsec. 51(12), applica- 
ble in respect of mergers occurring after 1971. 


Interpretation Bulletins: See list at end of s. 87. 


(8.1) Definition of “foreign merger” — For the 
purposes of this section, “foreign merger” means a 
merger or combination of two or more corporations 
each of which was, immediately before the merger 
or combination, resident in a country other than Can- 
ada (each of which is in this section referred to as a 
“predecessor foreign corporation’) to form one cor- 
porate entity resident in the country in which all the 
predecessor foreign corporations were resident (in 
this section referred to as the “new foreign corpora- 
tion’) in such manner that . 


(a) all or substantially all the property (except 
amounts receivable from any predecessor foreign 
corporation or shares of the capital stock of any 
predecessor foreign corporation) of the predeces- 
sor foreign corporations immediately before the 
merger or combination becomes property of the 
new foreign corporation. by virtue of the merger 
or combination, 


(b) all or substantially all the liabilities (except 
amounts payable to any predecessor foreign cor- 
poration) of the predecessor foreign corporations 
immediately ‘before the merger or combination 
become liabilities. of the new foreign corporation 
by virtue of the merger or combination, and 


(c) all or substantially all the shares of the capital 
stock of the predecessor foreign corporations (ex- 
cept any such shares owned by any predecessor 
foreign corporation) are exchanged for or become 
shares of the capital stock of the new foreign cor- 
poration by virtue of the merger or combination, 


otherwise than as a result of the distribution of prop- 
erty to one corporation on the winding-up of another 
corporation. 


Related Provisions: See Related provisions and Definitions at 
end of s. 87. 


Pre-RSC History: Opening words referred to 
section 95”. See now subsee. 95(4.1). 


Subsec. 87(8.1) added by 1980-81-82-83, c. 140, subsec. 52(8), ap- 
plicable with respect to foreign mergers occurring after November 
12, 1981. 


Interpretation Bulletins: See list at end of s. 87. 


“this section and 


(9) Rules applicable in respect of certain 
mergers [triangular amalgamation] — Where 
there has been a merger of two or more taxable Ca- 
nadian corporations to form a new corporation that 
was controlled, immediately after the merger, by a 
taxable Canadian corporation (in this subsection re- 
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ferred to as the “parent’) and, on the merger, shares 
of the capital stock of the parent (in this subsection 
referred to as “parent shares”) were issued by the 
parent to persons who were, immediately before the 
merger, shareholders of a predecessor corporation, 
the following rules apply: | 


(a) for the purposes of paragraph (1)(c), subsec- 
tion (4) and the Income Tax Application Rules, 
any parent shares received by a shareholder of a 
predecessor corporation shall be deemed to be 
shares of the capital stock of the new corporation 
received by the shareholder by virtue of the 
merger; 


(a.1) for the purposes of subsections (4.1) and 
(4.2), a parent share issued to a shareholder in 
consideration for the’ disposition of a share of a 
class of the capital stock of a predecessor corpo- 
ration shall be deemed to be a share of a class of 
the capital stock of the new corporation that was 
issued in consideration for the disposition of a 
share of a class of the capital stock of a predeces- 
sor corporation by that shareholder; 


(a.2) for the purposes of subsection (4.3), a right 
listed on a prescribed stock exchange to acquire a 
share of a class of the capital stock of the parent 
shall be deemed to be a right listed on a pre- 
scribed stock exchange to acquire a share of a 
class of the capital stock: of the new corporation; 


(a.3) for the purpose of applying subsection (5) in 
respect of the merger, the reference in that sub- 
section to “the new corporation” shall be read as 
a reference to “the parent’; 


(a.4) for the purpose of paragraph (c), any shares 
of the new corporation acquired by the parent on 
the merger shall be deemed to ‘be new shares; 


(b) in computing, at any particular time, the paid- 
up capital in respect of any particular class of 
shares of the capital stock of the parent that in- 
cluded parent shares immediately after the 
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merger 

(i) there shall be deducted that proportion of 
the amount, if any, by which the paid-up capi- 
tal, determined without reference to this para- 
graph, in respect of all the shares of the capital 
stock of the parent immediately after the 
merger exceeds the total of all amounts each 
of which is the paid-up capital in respect of a 
share of the capital stock of the parent or a 
predecessor corporation (other than any share 
of a predecessor corporation owned by the 
parent or by another predecessor corporation 
and any share of a predecessor corporation 
owned by a shareholder other than the parent 
or another predecessor corporation that was 
not exchanged on the merger for parent 
shares) immediately before the merger that 


(A) the paid-up capital, determined with- 
out reference to this paragraph, in respect 
of that particular class of shares of the cap- 
ital stock of the parent immediately after 
the merger 

is of | 
(B) the paid-up capital, determined without 
reference to this paragraph, in respect of 
all the issued and outstanding shares of the 
classes of the capital. stock of the parent 
that included parent shares immediately af- 
ter the merger, and 


(ii) there shall be added an amount equal to 
the lesser of » 


(A) the amount, if any, by which 


(1) the total of all amounts each of 
which is an amount deemed by subsec- 
tion 84(3), (4) or (4.1) to be a dividend 
on shares of the particular class paid by 
the parent before the particular time 


exceeds 


tion, such portion of ) 
(A) the amount, if any, by which 


(I) the amount by which the total of the 
money on hand of the new corporation 
and all amounts each of which is the 
cost amount to the new corporation of a 
property owned by it, immediately after 
the merger, exceeds the total of all 
amounts each of which is the amount of 
any debt owing by the new corporation, 
or of any other obligation of the new 
corporation to pay any amount, that 
was outstanding immediately after the 
merger, 
exceeds : 

(II) the total of the adjusted cost bases 
to the parent of all shares of the capital 
stock of each predecessor corporation 
beneficially owned by it immediately 
before the merger 


as is designated by the parent in respect of the 


~ shares of that particular class in its return of 


income under this Part for its taxation year in 
which the merger occurred, except that 


(B) in no case shall the amount so desig- 
nated in respect of the shares of a particu- 
lar class exceed the amount, if any, by 
which the total fair market value, immedi- 
ately after the merger, of the shares of that 
particular class issued by virtue of the 
merger exceeds the cost of those shares to 
the parent determined without reference to 
this paragraph, and 


(C) in no case shall the total of the 
amounts so designated in respect of the 
shares of each class of the capital stock of 
the new corporation exceed the amount de- 
termined under clause (A). 


oa Related Provisions: 88(4) — Amalgamation deemed not to be 
(II) the total that would be determined | acquisition of control. See additional Related provisions and Defini- 
under subclause (I) if this Act were | tons at end of s. 87. 


read without reference to subparagraph | History: Paras. 87(9)(a.3) and (a.4) added by 1994, c. 7, Sch. VIII 
(i), and (1993, c. 24), subsec. 37(13), applicable to amalgamations and 
mergers occurring after December 20, 1991. 


(B) the amount required by subparagraph | 5... 979)(a.1), (a.2) added by 1994, ¢. 7, Sch. II (1991, c. 49), 


(i) to be deducted in computing the paid- subsec. 65(12), applicable to amalgamations and mergers occurring 
up capital of shares of the particular class; | after 1986. 


and Pre-RSC History: Subsec. 87(9) added by 1979, c. 5, subsec. 
(c) notwithstanding paragraph (4)(b), the parent | 28(7), applicable in respect of amalgamations occurring after No- 
shall be deemed to have acquired the new shares | vember 16, 1978. 
of any particular class of the capital stock of the | Regulations: 3200 (prescribed stock exchange). 
new corporation at a cost equal to the total of 


(i) the amount otherwise determined under 
paragraph (4)(b) to be the cost of those shares, 
and 


(ii) in any case where the parent owned, im- 
mediately after the merger, all of the issued 
shares of the capital stock of the new corpora- 
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Related Provisions [s. 87]: 66.7 — Resource taxation — suc- 
cessor corporation rules; 89(1)“Canadian corporation” — Whether 
amalgamated corporation is a Canadian corporation; 128.2 — Pred- 
ecessor corporations take on residence status of amalgamated cor- 
poration; 134 — Status of non-resident-owned investment corpora- 
tion for purposes of s. 87; 142.6(5), (6) — Acquisition of specified 
debt obligation by financial institution in rollover transaction; 
251(3.1) — Amalgamated corporation — whether’ related to 
predecessor. rl efi 


Definitions [s. 87]: “adjusted cost base” — 54, 248(1); “anialga- 
mation” — 87(1); “amount” — 248(1); “base period” —37.1(5), 
87(2.01); “business” — 248(1); “business limit” — 125(2)-(5.1), 
248(1); “Canada” — 255; “Canadian corporation” — 89(1), 248(1); 
“Canadian development expense” — 66.2(5), 248(1); “Canadian ex- 
ploration expense” — 66.1(6), 248(1); “Canadian oil and gas prop- 
erty expense” — 66.4(5), 248(1); “capital, dividend” — 83(2), 
248(1); “capital gain”, “capital loss” — 39(1), 248(1); “capital 
a property” — 54, 248(1): “carrying on business” — 253; “cash 
parer the method” — 248(1); “class of shares” — 248(6); “common 
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share” — 248(1); “controlled directly or indirectly” — 256(5.1); 
“corporation” — 248(1), Interpretation Act 35(1); “cost amount” — 
248(1); “cumulative eligible capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “dividend” — 248(1); “eligible capital 
amount” — 14(1), 248(1); “eligible capital expendifnge” — — 14(5), 
248(1); “eligible capital property” — 54, 248(1); “employment” —_ 
248(1); “farming” — 248(1); “farm loss” — 111(8), 248(1); “finan- 
cial institution” — 87(1.5), 142.2(1); “fiscal period” — 248(1), 
249(2)(b), 249.1; “flow-through share” — 66(15),'87(4.4), 248(1); 
“foreign affiliate’ — 95(1), 248(1); “foreign merger” — 87(8.1); 
“former business property”, “grandfathered share”, “income bond”, 
“insurance onneieey “insurer”, MMW ERT. — 248(1); “‘invest- 
ment corporation” — 130(3), 248(1); “investment tax credit” — 
127(9), 248(1); “lending asset” — 248(1); “life insurance, capital 
dividend” — 83(2.1), 248(1); “life insurance corporation”, “Jimited 
partnership loss” — 248(1); “mark-to-market property” — 87(1.5), 
142:2(1); “mineral” — 248(1); “mutual fund corporation” — 
131(8), 248(1); “net capital loss” — 111(8), 248(1); “new corpora- 
tion” — 87(1); “non-capital loss” — 111(8), 248(1); “paid-up. capi- 
tal” — 89(1), 248(1); “person” — 248(1); “predecessor corpora- 
tion” — 87(1); “preferred share”, “prescribed” — 248(1); “private 
corporation” ia ; “public corpo- 
ration” — 89(1), 248(1); “qualified expenditure” — 37.1(5), 
87(2.01); “regulation” — 248(1); “ 
87(2:01); * icte % ==3:1, 248(1); “share”;“‘share- 
holder”, “short-term preferred share” — 248(1); “specified debt ob- 
ligation” — 87(1.5), 142.2(1); “specified future tax conse- 
quence” — 248(1); “subsidiary wholly-owned corporation” — 
87(1.4), 248(1); “tax payable” — 248(2); “taxable Canadian corpo- 
tation” — 89(1), 248(1); “taxable Canadian property” — 115(1)(b), 
248(1); “taxable dividend” — 89(1), 248(1); “taxable income” — 
2(2), 248(1); “taxable preferred share”, “taxable RFI share” — 
‘248(1); “taxation year” — 87(2)(a), 249; “taxpayer”, “term pre- 
ferred share” — 248(1); “writing” — Interpretation Act 35(\). 


LT. ‘Application Rules [s. 87]: 20(1.2), 2621)- (23), aa CL. 
58(3. 3). 


Interpretation Bulletins [s. a7 IT-52R4: Income bonds and 
income debentures; IT-121R3: Election: to ‘capitalize cost of bor- 
rowed money; IT-151R4: Scientific research and experimental de- 
velopment expenditures; IT-243R4: Dividend refund to private cor- 
porations; IT-315: Interest expense incurred for the purpose of 
winding-up or amalgamation; IT-474R: Amalgamations of Cana- 
dian corporations; IT-488R2: telah? up of 90%-owned. taxable 
Canadian corporations. 


be Seas «Pe 


Information Circulars [s. 87): 88-2, para. 20: General anti- 
avoidance rule — section 245 of the Income Tax Act. 


88. (1) Winding-up — Where a taxable Canadian 
corporation (in this subsection referred to as the 
“subsidiary”) has been wound up after May 6, 1974 
and not less than 90% of the issued shares of each 
class of the capital stock of the subsidiary were, im- 
mediately before the winding-up. owned by another 
taxable Canadian corporation (in this subsection re- 
ferred to as the “parent’’) and all of the shares of the 
subsidiary that were not owned by the parent imme- 
diately before the winding-up were owned at that 
time by persons with whom the parent was dealing at 
arm’s length, notwithstanding any other provision of 
this Act other than subsection 69(11), the following 
rules apply: 

Related Provisions: See at end of subsec. 88(1). 


(a) subject to paragraphs (a.1) and (a.3), each 
property (other than an interest in a partnership) 
of the subsidiary that was distributed to the parent 


S. 88(1)(a.2) 


on the winding-up shall be deemed to have been 
disposed of by the Subsidiagy for apn eps equal 
to 


(i) in the case of a Snanauarrs resource BPORerhy 
or foreign resource > property, nil, and oteih 


(ii) [Repealed] 

(iii) in the case of any other property, the ‘cost 
amount to the subsidiary of the property im- 
mediately before the winding-up; 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share or trust interest. 


History: The opening words of para. 88(1)(a) amended by 1995, c. 
21, subsec. 55(1), applicable to windings-up that begin after Febru- 
ary 22, 1994. The opening words formerly read: 3 
(a) subject to paragraph (a.1), each property (other than an 
interest in a partnership) of the subsidiary that was distributed 
to the parent on the winding-up shall be deemed to have been 
disposed: of by the subsidiary for proceeds equal to, 
Subpara. 88(1)(a)(ii) repealed by 1994; .c. 7, Sch. VIII (1993, c. 24), 
subsec. 38(1), applicable to distributions of property on the wind- 
ing-up of a subsidiary in a taxation year of the subsidiary beginning 
after June 1988. Subpara. 88(1)(a)(ii) formerly read: 
(ii) in the case of any eligible capital property, an amount 
equal to “/; of the cost amount to the subsidiary of that prop- 
erty immediately before the winding-up, and 
Subpara. 88(1)(a)(ii) amended by 1994, c. 7, Sch. TI (1991, c. 49), 
subsec. 66(1), to substitute “4/s of for “twice”, applicable to distri- 
butions of property on the winding-up of a subsidiary ina taxation 
year of the subsidiary beginning after June 1988. 
Pre-RSC History: See end of subsec. 88(1). 
Selected Cases [para. 88(1)(a)]: Mara Properties Ltd. v. Can- 
ada, [1996] 2 C.T.C. 54,(SCC) (Property retained its character as 
inventory upon rollover). 
Interpretation Bulletins: [T-259R2; Exchanges of property. 


Advance Tax Rulings: ATR-67: Increase in the cost of property 
on the winding-up of a wholly-owned subsidiary. 

.(a.1) each property of the subsidiary that was dis- 
tributed to the parent on the. winding-up shall, for 
the purpose of paragraph (2.1)(b) or (e), be 
deemed not to have been disposed of; 


(a.2) each interest of the subsidiary in a partner- 
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ship that was distributed to the parent on the 
winding-up shall, except for the purpose of para- 
graph 98(5)(g), be deemed not to have been dis- 
posed of by the subsidiary; 
History: Para. 88(1)(a.2) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 66(2), to add “, except for the purpose of paragraph 
98(5)(g),” applicable to windings-up beginning after January 15, 
1987. 


(a.3) where 


(i) the subsidiary was a financial institution in 
its taxation year in which its assets were dis- 
tributed to the parent on the winding up, and 


(ii) the parent was a financial institution in its 
taxation year in which it received the assets of 
the subsidiary on the winding up, 


each specified debt obligation (other than a mark- 
to-market property) of the subsidiary that was 
distributed to the parent on the winding-up shall, 
except for the purpose of subsection 69(11), be 
deemed not to have been disposed of, and for the 
purpose of this paragraph, “‘financial institution’, 
“mark-to-market property” and “specified debt 
obligation” have the meanings assigned by sub- 
section 142.2(1); 

Related Provisions: Reg. 8103(3) — Mark-to-market — transi- 

tion inclusion; Reg. 9204(2) — Residual portion of specified debt 

obligation. 

History: Para. 88(1)(a.3) added by 1995, c. 21, subsec. 55(2), ap- 

plicable to windings-up that begin after February 22, 1994. 
(b) the shares of the capital stock of the subsidi- 
ary owned by the parent immediately before the 
winding-up shall be deemed to have been dis- 
posed of by the parent on the winding-up for pro- 
ceeds equal to the greater of 


(i) the lesser of the paid-up capital in respect 
of those shares immediately before the wind- 
ing-up and the amount determined under sub- 
paragraph (d)(i), and 
(11) the total of all amounts each of which is an 
amount in respect of any share of the capital 
stock of the subsidiary so disposed of by the 
parent on the winding-up, equal to the ad- 
justed cost base to the parent of the share im- 
mediately before the winding-up; 
Related Provisions: 80.01(5) — Determination of proceeds of 
disposition of distress preferred share to subsidiary; 80.03(1), 
(3)(a)(i) — Capital gain where para, 88(1)(b) applies to share on 
disposition following debt forgiveness; 87(11) — Application to 
vertical amalgamation. See additional Related provisions at end of 
88(1). 
(c) subject to paragraph 87(2)(e.3) (as modified 
by paragraph (e.2)), and notwithstanding para- 
graph 87(2)(e.1) (as modified by paragraph 
(e.2)), the cost to the parent of each property of 
the subsidiary distributed to the parent on the 
winding-up shall be deemed to be 


(i) in the case of a property that is an interest 
in a partnership, the amount that but for this 
paragraph would be the cost to the parent of 
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the property, and 


(ii) in any other case, the amount, if any, by 
which 


(A) the amount that would, but for subsec- 
tion 69(11), be deemed by paragraph (a) to 
be the proceeds of disposition of the 
property 

exceeds 


(B) any reduction of the cost amount to the 
subsidiary of the property made because of 
section 80 on the winding-up, 


plus, where the property was a capital property 
(other than an ineligible property) of the subsidi- 
ary at the time that the parent last acquired con- 
trol of the subsidiary and was owned by the sub- 
sidiary thereafter without interruption until such 
time as it was distributed to the parent on the 
winding-up, the amount determined under para- 
graph (d) in respect of the property and, for the 
purposes of this paragraph, “ineligible property” 
means 
(i11) depreciable property, 
(iv) property transferred to the parent on the 
winding-up where the transfer is part of a dis- 
tribution (within the meaning assigned by sub- 
section 55(1)) made in the course of a reor- 
_ ganization in which a dividend was received 
to which subsection 55(2) would, but for para- 
graph 55(3)(b), apply, 
(v) property transferred to the subsidiary by: 
the parent or by any person or partnership that 
was not, otherwise than because of a right re- 
ferred to in paragraph 251(5)(b), dealing at 
arm’s length with the parent, and 


(vi) property disposed of by the parent as part 
of the series of transactions or events that in- 
cludes the winding-up where, as part of the 
series, 


(A) the parent acquired control of the sub- 
sidiary, and 

(B) the property or any other property ac- 
quired by any person in substitution there- 
for is acquired by 
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trol of the subsidiary was last acquired 
by the parent, a specified shareholder 
of the subsidiary if all the shares that 

were then owned by those 2 or more 
persons were owned at that time ste the 
particular person, or 


(III) a corporation (other than a speci- 
fied person) 


1. of which a particular person | ‘re- 
‘ferred to in subclause (I) is, at any 
time during the course of the series 
and after control of the subsidiary 
was last acquired by the parent, a 
specified shareholder, or 


2. of which a particular person 
would be, at any time during the 
course of the series and after control 
of the subsidiary was last acquired 
by the parent, a specified share- 
holder if all the shares then owned 
by persons (other than specified per- 
sons) referred to in subclause (II) 
‘were owned at that time by the par- 
ticular person; 


Related Provisions: 88(1)(c.2) Specified person for 

: AES 88(1)(c)(vi); 88(1)(c.3) — Property acquired in substitution, for 
(1) a particular person (other than a | purpose of 88(1)(©)(vi)(B); 88(1)(c.4) — Extended: meaning of de- 
specified person) that, at any time dur- | preciable property; 88(1)(d.2) — When taxpayer last acquired con- 
ing the course of the series and before | trol; 88(1)(d.3) — Where control. acquired because of death; 
control of the subsidiary was last ac- 88(1.7) — Where parent did not deal at arm’s length; 88(4) — 
quired by the parent, was a sp ecified Amalgamation deemed not to be acquisition of control. See addi- 


See tional Related provisions at end of 88(1). 
shareholder of the subsidiary, j A CD) . 
History: The opening words of para. 88(1)(c) amended by 1995, c. 


‘(ID 2 or more persons (other than spec- | 21, subsec. 55(3), applicable to windings-up that begin after Febru- 
ified persons), if a particular person | ary 22, 1994. The opening words formerly read: 
would have been, at any time during (c) notwithstanding the reference to paragraph 87(2)(e.1) in 
the course of the series and before con- paragraph (e.2), the cost to the parent of each property of the 
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subsidiary distributed to the parent on the winding-up shall be 
deemed to be 
Cl. 88(1)(c)@i)(B) amended by 1995, c. 21, s. 31, applicable to 
windings-up that begin after July 13, 1990. Cl. (B) formerly read: 
(B) any reduction of the cost amount to the subsidiary of the 
property made because of paragraph 80(1)(b) on the winding- 
up, 
That portion of para. 88(1)(c) after cl. (1i)(B) amended by 1995, c. 
3, subsec. 24(1), applicable to windings-up that begin after February 
21, 1994 except that, in its application to a winding-up that begins 
after February 21, 1994 and before December 1994, cl. 
88(1)(c)(vi)(B) shall be read as follows: 
(B) the property or any other property acquired by any person 
in substitution therefor is acquired by 
(I) a particular person (other than a specified person) that, 
at any time during the course of the series and before 
control of the subsidiary was last acquired by the parent, 
was a specified shareholder of the subsidiary, or 


(II) any person (other than a specified person) that at any 
time during the course of the series did not deal at arm’s 
length with a particular person (other than a specified 
person) referred to in subclause (1); 


That portion of para. 88(1)(c) formerly read: 


plus, where the property was a capital property (other than 
depreciable property) owned by the subsidiary at the time that 
the parent last acquired control of the subsidiary and thereaf- 
ter without interruption until such time as it was distributed to 
the parent on the winding-up, the amount determined under 
paragraph (d) in respect thereof; 


Cl. 88(1)(c)(@i)(A) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 38(2), applicable to windings-up beginning after December 
20, 1991. Cl. (c)(ii)(A) formerly read: 
(A) the amount deemed by paragraph (a) to be the proceeds 
of disposition of the property 


Subpara. 88(1)(c)(i1) substituted by. 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 66(3), applicable to windings-up beginning after July 13, 
1990. Subpara. 88(1)(c)(@i) formerly read: 


(ii) in any other case, the amount deemed by paragraph (a) to 
be the proceeds of disposition of the property, 
Pre-RSC History: See end of subsec. 88(1). 
Advance Tax Rulings: ATR-67: Increase in the cost of property 
on the winding-up of a wholly-owned subsidiary. 
(c.1) for the purpose of determining after the 
winding-up the amount to be included under par- 
agraph 14(1)(b) in computing the parent’s income 
in respect of the business carried on by the sub- 
sidiary immediately before the winding-up, there 
shall be added to the amount otherwise deter- 
mined for Q in the definition “cumulative eligible 
capital” in subsection 14(5) the amount, if any, 
determined for Q in that definition in respect of 
that business immediately before the disposition; 
History: Para. 88(1)(c.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 38(3), applicable to distributions of property on the 
winding-up of a subsidiary in a taxation year of the subsidiary be- 
ginning after June 1988. 
(c.2) for the purposes of this paragraph and sub- 
paragraph (c)(vi), | 
(i) “specified person” at any time means the 
parent and each person that would, if this Act 
were read without reference to. paragraph 
251(5)(b), be related to the parent at that time 
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and, for this purpose, a person shall be 
deemed not to be related to the parent where it 
can reasonably be considered that one of the 
main purposes of one or more transactions or 
events was to cause the person to be related to 
the parent so as to prevent a property that was 
distributed to the parent on the winding-up 
from being an ineligible property for the pute 
pose of paragraph (c), and 


(ii) where at any time a property is owned or 
acquired by a partnership or a trust, 


(A) the partnership or the trust, as the case 
may be, shall be deemed to be a person 
that is a corporation having one class of is- 
sued shares, which shares have full voting 
rights under all circumstances, 


(B) each member of the partnership or 
beneficiary under the trust, as the case may 
be, shall be deemed to own at that time the 
proportion of the number of issued shares 
- of the capital stock of the corporation that 


(1) the fair market value at that time of 
that member’s interest in the partner- 
ship or that beneficiary’s interest in the 
trust, as the case may be, 


is of 
(If) the fair market value at that time of 
all the members’ interests in the part- 


nership or beneficiaries’ interests in the 
trust, .as the case may be, and 


(C) the property shall be deemed to have 
been owned or acquired at that time by the 
corporation; 
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History: Para. 88( 1)(c.2) added by 1995, c. 3, subsec. 24(2), appli- 
cable to winding-ups that begin after February 21, 1994. 
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(d) the amount determined under this paragraph 
in respect of each property of the subsidiary dis- 
tributed to the parent on the winding-up is such 
portion of the amount, if any, by which the total 
determined under subparagraph (b)(ii) exceeds 
the total of ug 
(i)'the amount, if any, by which ~ 
(A) the total of all amounts each of which 
is an amount in respect of any property 
owned by the subsidiary immediately 
before the winding-up, equal to the cost 
amount to the subsidiary of the property 
immediately before the winding-up, plus 
the amount of any money of the subsidiary 
on hand immediately before the winding- 
up, - Us i? ei 
exceeds the total of 
(B) all amounts each of which is the 
amount of, any debt owing by the subsidi- 
ary, or of any other obligation of the sub- 
sidiary to pay any amount, that was out- 
standing immediately before the winding- 
up, and - - 
(C) the amount of any reserve (other than a 


S. 88(1)(d)G)(C) 


reserve referred to in paragraph 20(1)(n), 
subparagraph 40(1)(a)(iii) or 44(1)(e) (ii) 
of this Act or in subsection 64(1) or (1.1) 
of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as those 
two provisions read immediately before 
November 3, 1981) deducted in comput- 
ing the subsidiary’s income for its taxation 
year during which its assets were distrib- 
uted to the parent on the winding-up, and 


(i.1) the total of all amounts each of which is 
an amount in respect of any share of the capi- 
tal stock of the subsidiary disposed of by the 
parent on the winding-up or in contemplation 
of the winding-up, equal to the total of all 
amounts received by the parent or by a corpo- 
ration with which the parent was not dealing 
at arm’s length (otherwise than because of a 
right referred to in paragraph 251(5)(b) in re- 
spect of the subsidiary) in respect of 
(A) taxable dividends on the share or on 
any share (in this subparagraph referred to 
as a “replaced share”) for which the share 
or a replaced share was substituted or ex- 
changed to the extent that the amounts 
thereof were deductible from the recipi- 
ent’s income for any taxation year by vir- 
tue of section 112 or subsection 138(6) and 
were not amounts on which the recipient 
was required to pay tax under Part VII of 
the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read 
on March 31, 1977, or 


(B) capital dividends and life insurance 
capital dividends on the share or on any 
share (in this subparagraph referred to as a 
“replaced share’) for which a share or a re- 
placed share was substituted or exchanged, 


as is designated by the parent in respect of that 
capital property in its return of income under this 
Part for its taxation year in which the subsidiary 
was so wound up, except that 


(ii) in no case shall the amount so designated 
in respect of any such capital property exceed 
the amount, if any, by which the fair market 
value of the property at the time the parent 
last acquired control of the subsidiary exceeds 
the cost amount to the subsidiary of the prop- 
erty immediately before the winding-up, and 


(iii) in no case shall the total of amounts so 
designated in respect of all such capital 
properties exceed the amount, if any, by 
which the total determined under subpara- 
graph (b)(ii) exceeds the total of the amounts 
determined under subparagraphs (i) and (i.1), 


and for the purposes of this paragraph, where a 


“Sic. The date should be November 13, 
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parent corporation has been incorporated or oth- 
erwise formed after the time any other corpora- 
tion (other than a corporation acquired by it from 
a person with whom it was dealing at arm’s 
length) with which it did not deal at arm’s length 
at any time prior to the winding-up was incorpo- 
rated or otherwise formed, the parent corporation 
shall be deemed to have been in existence from 
the time of formation of the other corporation and 
to have been not dealing at arm’s length with the 
other corporation from that time; 


Related Provisions: 88(1)(d.2) — When taxpayer last acquired 
control; 88(1)(d.3) — Where control acquired because of death; 
88(1.7) — Where parent did not deal at arm’s length; 88(4) — 
Amalgamation deemed not to be acquisition of control. See addi- 
tional Related provisions at end of 88(1). 


History: The opening words of para. 88(1)(d) amended by 1995, c. 
3, subsec. 24(3), applicable to windings-up that begin after February 
21, 1994. The opening words formerly read: 


(d) the amount determined under this paragraph in respect of 
each property that was a capital property (other than property 
transferred in the course of a reorganization described in par- 
agraph 55(3)(b) in the course of which a dividend was re- 
ceived by a corporation to which subsection 55(2) would, but 
for paragraph 55(3)(b), apply where the winding-up of the 
subsidiary was part of a transfer, directly or indirectly, of 
property of a particular corporation to a transferee, within the 
meaning assigned by paragraph 55(3)(b), property transferred 
to the subsidiary by the parent or by any person or partnership 
that was not, otherwise than because of a right referred to in 
paragraph 251(5)(b), dealing at arm’s length with the parent. 
or a depreciable property) owned by the subsidiary at the time 
that the parent last acquired control of the subsidiary and 
thereafter without interruption until such time as it was dis- 
tributed to the parent on the winding-up, is such portion. of 
the amount, if any, by which the total determined under sub- 
paragraph (b)(ii) exceeds the total of 


That portion of para. 88(1)(d) preceding subpara. (i) substituted by 
1994, c. 7, Sch. Il (1991, c. 49), subsec. 66(4), applicable to wind- 
ings-up after September 1988, except that, in its application to such 
windings-up beginning before July 14, 1990, that portion shall be 
read as follows: 


“(d) the amount determined under this paragraph in respect of 
each property that was a capital property (other than property 
transferred in the course of a reorganization described in par- 


Te 
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agraph:55(3)(b). in the course of which a dividend: was. re- 
ceived by a corporation to which subsection 55(2) would, but 
for paragraph 55(3)(b), apply where the winding-up of the 
subsidiary was part of a transfer, directly or indirectly, of . 
property of a particular corporation to a transferee, within the 
meaning assigned by paragraph 55(3)(b), or a depreciable 
property) owned by the subsidiary at the time that the parent 
last acquired control of the subsidiary and thereafter without 
interruption until such time as it was distributed to the parent 
on the winding-up, is such portion of the amount, if any, by 
which the total determined under subparagraph (bya) €X- 
ceeds the total of”. 


That portion formerly read: 


(d) the amount determined. under this paragraph in respect of 

_ each property that was a capital property (other than property 
transferred in the course of a series of transactions or events 
to which subsection 55(2) would, but for paragraph 55(3)(b), 
apply or.a depreciable property) owned by the subsidiary at 
the time that the parent last acquired control of the subsidiary 
and thereafter without interruption until such time as.it was 
distributed to the parent on the winding-up, is such portion of 
the amount, if any, by which the total determined under sub- 
paragraph (b)(ii) exceeds the total of 


Cl. 88(1)(d)(i)(C) amended by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 66(5), applicable to windings-up beginning after 1989. Cl. 
(d)(i)(C) formerly read: 


(C) the amount of any reserve omer than a reserve referred to 
in paragraph 20(1)(n) or subparagraph 40(1)(a)(iii) of this Act 
or subsection 64(1) or (1.1) of.the Income Tax Act, chapter 
148 of the Revised: Statutes of Canada, 1952) deducted in 
computing the subsidiary’s income for its taxation year dur- 
ing which its assets were distributed ‘to ane parent on the 
_ winding-up, and 
That portion of subpara: 88(1)(d)@.1) Late cl. (A) amended by 
1994, c. 7, Sch: Il (1991, c: 49), subsec. 66(6); to add “(otherwise 
than by reason of.a right referred to in paragraph 251(5)(b) in re- 
spect of the subsidiary)”, applicable to windings-up beginning after 
1986, except that, in its application with respect to windings-up be- 
ginning before July 1988, that portion shall be read without refer- 
ence to the phrase “‘or in contemplation of the winding-up” therein. 
Pre-RSC History: See end of subsec. 88(1). 
LT. Application Rules: 26(5)(c)(i)(C) (where property owned 
since before 1972); 69 (meaning of “Income Tax Act, chapter 148 of 
the Revised -Statutes.of Canada, 1952”). 
Advance Tax Rulings: ATR-67: Increase in the cost of property 
on the winding-up of a wholly-owned subsidiary. 


(d.1) subsections 84(2) and 85(5.1) and section 
21 of the Income Tax Application Rules are not 
applicable to the winding-up of the subsidiary; 
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(d.2) in determining, for the purposes of this par- 
agraph and paragraphs (c) and (d), the time that a 
taxpayer last acquired control of the subsidiary, 
where control of the subsidiary was acquired 


from a person or group of persons (in this para- 


graph referred to as the “vendor”) with whom the 
taxpayer was not (otherwise than because of a 
right referred to in paragraph 251(5)(b)) dealing 
at arm’s length, the taxpayer shall be deemed to 
have last acquired control at the earlier of the 
time that the vendor last acquired control (within 
the meaning that would be assigned by subsec- 
tion 186(2) if the reference therein to “another 


corporation” were read as “a person” and the ref- 
-erences therein to “the other corporation” were 
~ read as “the person”) of the subsidiary and the 


time that the vendor was deemed by this subsec- 


tion to have last acquired control, except that in 


determining the time that a particular person or 
group of persons last acquired control of a corpo- 


ration where at any time control of the corpora- 


tion is acquired by the particular person or group 
of persons because of a bequest or an inheritance 
of shares of the capital stock of the corporation, 
for the purposes of this paragraph and subsection 


186(2) in its application to this paragraph, the 
particular. person or group of persons shall be 


deemed at that time, and at any time before that 
time, to have dealt at arm’s length with the per- 


son who bequeathed the shares, or from whom 


the shares were inherited, and each other person 
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dealt at arm’s length with the person who bequeathed the 
shares, or from whom the shares were inherited, and each 
other person who is related to that person; 


Para. 88(1)(d.2) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 

subsec. 38(4), applicable to windings-up beginning after December 

20, 1991. Para (d.2) formerly read: 
(d.2) in determining for the purposes of this paragraph and 
paragraphs (c) and (d) the time that a taxpayer last acquired 
control of the subsidiary, where control of the subsidiary was 
acquired (otherwise than by way of bequest or inheritance) 
from a person or group of persons (in this paragraph referred 
to as the “vendor”) with whom the taxpayer was not (other- 
wise than by virtue of a right referred to in paragraph 
251(5)(b)) dealing at arm’s length, the taxpayer shall be 
deemed to have last acquired control at the earlier of the time 
that the vendor last acquired control (within the meaning as- 
signed by subsection 186(2) if the reference therein to “an- 
other corporation” were read as a reference to “a person” and 
the references therein to “the other corporation” were read as 
references to “the person”) of the subsidiary and the time that 
the vendor was deemed by this subsection to have last ac- 
quired control; i 


Pre-RSC History: See end of subsec. 88(1). 
(e) [Repealed under former Act] 


(e.1) the subsidiary may, for the purposes of com- 
puting its income for its taxation year during 
which its assets were transferred to, and its obli- 
gations were assumed by, the parent on the wind- 
ing-up, claim any reserve that would have been 
allowed under this Part if its assets had not been 
transferred to, or its obligations had not been as- 
sumed by, the parent on the winding-up and not- 
withstanding any other provision of this Part, no 
amount shall be included in respect of any re- 
serve so claimed in computing the income of the 
subsidiary for its taxation year, if any, following 
the year in which its assets were transferred to or 


Related Provisions: 88(1)(d.3) — Where control. acquired be- its obligations were assumed by: the parent; 

cause of death; 88(4) — Amalgamation deemed not to be acquisi- 

tion of control. See additional Related provisions at end of 88(1). (e.2) paragraphs 87(2)(c), (d.1), (e.1), (e.3), (g) to 
History: Para. 88(1)(d.2) substituted by 1994, c: 21, subsec. 40(1), (I), C3) to (u), (x), (y.D, (2.1), (z.2), (aa), (ce), 
applicable to windings-up that begin after December 20, 1991. That (1), (nn), (pp), (rr), (tt) and (uu), subsection 87(6) 
para. formerly read: and, subject to section 78, subsection 87(7) apply 


to the winding-up as if the references therein to 


(d.2) in determining for the purposes of this paragraph and 
paragraphs (c) and (d) the time that a taxpayer last acquired 
control of the subsidiary, where control of the subsidiary was 
acquired from a person or group of persons (in this paragraph 
referred to as the “vendor”’) with whom the taxpayer was not 
(otherwise than because of a right referred to in paragraph 
251(5)(b)) dealing at arm’s length, the taxpayer shall be 
deemed to have last acquired control at the earlier of the time 
that the vendor last acquired control (within the meaning that 
would be assigned by subsection 186(2) if the reference 
therein to “another corporation” were read as a reference to 
“a person” and the references therein to “the other corpora- 
tion” were read as references to “the person”) of the subsidi- 
ary and the time that the vendor was deemed by this subsec- 
tion to have last acquired control, except that, in determining 
the time that a particular taxpayer last acquired control of a 
corporation where at any time control of the corporation is 
acquired by the particular taxpayer because of a bequest or an 
inheritance of shares of the capital stock of the corporation, 
for the purposes of this paragraph and subsection 186(2) in its 
application to this paragraph, the particular taxpayer shall be 
deemed at that time, and at any time before that time, to have 
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(i) “amalgamation” were read as 
99 

up 5 

(ii) “predecessor corporation” were read as 

“subsidiary ’’, 

(iii) “new corporation” were read as “parent”, 


“winding- 


(iv) “its first taxation year’ were read as “its 
taxation year during which it received the as- 
sets of the subsidiary on the winding-up”, 


(v) “its last taxation year” were read as “its 
taxation year during which its assets were dis- 
tributed to the parent on the winding- Pe ; 


(vi) “predecessor corporation’s gain” were 
read as “subsidiary’s gain”, 

(vii) “predecessor corporation’s income”’ were 
read as “subsidiary’s income”, 


(viii) “new corporation’s income” were read 
as “parent’s income’”’, 


(ix) [Repealed under former Act] 


(x) “any predecessor private- corporation” 
were read as “the subsidiary (if it was a pri- 
vate corporation at the time of the winding- 
up)”, | 

(xi), (xii) [Repealed] 


(xiii) “two or more corporations” were read as 
“a subsidiary”, 


(xiv) “predecessor corporation’s preferred- 
earnings amount” were read as “subsidiary’s 
preferred-earnings amount”, 


(xv)°“new corporation’s preferred-earnings 
amount” were read as “parent’s preferred- 
earnings amount” 9 


(xvi) “the life insurance capital dividend ac- 
count of any predecessor corporation immedi- 
ately before the amalgamation” were.read as 
“the life insurance capital dividend account of 
the subsidiary at the time the subsidiary was 
‘wound-up”, 


(xvii) “predecessor. corporation’s refundable 
Part. VII tax on hand” were read. as. “subsidi- 
ary’s refundable Part VII tax on hand”, 


(xviii) “predecessor corporation’s Part VII re- 
fund” were read as “subsidiary’s Part VII 
refund”, 


(xix) “predecessor corporation’s refundable 
Part VII tax on hand” were read as “subsidi- 
ary’s refundable Part VIII tax on hand’, 


(xx) “predecessor corporation’s Part VIII re- 
fund’ were read as “‘subsidiary’s Part VIII re- 
fund’, and 


S. 88(1)(e.3)(D 


~ (xxi) “predecessor corporation’s cumulative 
offset account” were read as “subsidiary’s cu- 
mulative offset account”; 
Related Provisions: 88(1)(g) — Where subsidiary was insurance 
corporation; 126.1(5)— UI premium tax credit — specified em- 
ployer defined. See additional Related provisions at end of 88(1). 
History: The opening, words of para. 88(1)(e.2) amended by 1996, 
c. 21, subsec. 16(1), applicable to windings-up that begin after June 
1995. The opening words formerly read: 
(e.2) paragraphs 87(2)(c), (d.1), (e.1), (€.3), (g). to. (1), (1.3) to 
‘(u), (x), (y-1), (z.1), (z.2), (ec), (I), (an), (pp), (rr), (tt) and 
(uu), subsection 87(6) and, subject to section 78, subsection 
87(7) apply to the winding-up as if the references therein to 
The opening words of para. 88(1)(e.2) amended by 1995, c. 21, sub- 
sec. 55(4), applicable to windings-up that begin after February 22, 
1994. The opening words formerly read: 
(e.2) paragraphs 87(2)(c), (d.1),. (e.1),.(g) to (1), (3) to (u), 


(x), (y-1), (z-1), (z.2), (cc), (Il), (nn), (pp), (i), (tt) and (uu), 
subsection 87(6) and, subject to section 78, subsection 87(7) 
apply to the winding-up’as if the references therein to 


That portion of para. 88(1)(e.2) preceding subpara. (i) amended by 
1994, c. 7, Sch. VI (1992, c. 29), s. 4, to add reference to para. 
87(2)(uu), applicable to windings-up beginning after 1991. 


That portion. of para. 88(1)(e.2), preceding subpara..(i) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 66(7), to. delete reference to 
para. 87(2)(e.2), applicable to windings-up ending after June 18, 
1987, except that 
(a) in its application to windings-up beginning before 1988, the 
para. shall be read without the reference to “(tt)”, and 


(b) in its application with respect to windings- up beginning 
before May 1988, the para. shall be read without ie reference 
to” "(Z:2). + 
Subparas. 88(1)(e.2)(xi), (xii) repealed by 1994, c..7, Sch. I (1991, 
c. 49), subsec. 66(8), applicable to the computation after July 13, 
1990 of capital dividend accounts. ‘Those subparas. formerly read: 


(xi) “predecessor corporation’s capital dividend account” 
were read as “subsidiary’s capital dividend account”, 


(xii) “the capital dividend account of any predecessor corpo- 
ration immediately before the amalgamation” were read as 
“the capital dividend account of the subsidiary at the time the 
subsidiary was wound up”, 


Pre-RSC History: See end of subsec. 88(1). 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-330R: 
Dispositions of capital property subject to warranty, covenant, etc.; 
IT-502: Employee benefit plans and employee trusts. See also lists 
at end of subsec. 88(1) and s. 88. 


(e.3) for the purpose. of computing the parent’s 
investment. tax credit at the end of any particular 
taxation year ending after the subsidiary was 
wound up, 


(i) property acquired or expenditures made by 
the subsidiary or an amount included in the in- 
vestment tax credit of the subsidiary by virtue 
of paragraph (b) of the definition “investment 
tax credit’? in subsection. 127(9) in a taxation 
year (in this: paragraph referred to as the “ex- 
penditure year’) shall be deemed to have been 
acquired, made or included, as the case may 
be, by the parent in its taxation year in which 
the expenditure hie of the subsidiary ended, 
and 
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(ii) there shall be added to the amounts other- 
wise determined for the purposes of 
paragraphs (f) to (k) of the definition “invest- 
ment tax credit” in subsection 127(9) in re- 
spect of the parent for the particular year 


(A) the amounts that would have been de- 
termined in respect of the subsidiary for 
the purposes of paragraph (f) of the defini- 
tion “investment tax credit” in subsection 
127(9) for its taxation year in which it was 
wound up if the reference therein to “a pre- 
ceding taxation year’. were read as a refer- 
ence to “the ; yeat or a preceding taxation 
year’, - 

(B) the amounts determined in respect of 
the subsidiary for the purposes of 
paragraphs (g) to (i) and (k) of the defini- 
tion “investment tax credit” in subsection 
127(9) for its taxation year in which it was 
wound up, and 


(C) the amount determined in respect of 
the subsidiary for the purposes of para- 
graph ) of the definition “investment tax 
credit” in subsection 127(9) for its taxation 
year in which it was wound up except that, 
for the purpose of the calculation in this 
clause, where control of the subsidiary has 
been acquired by a person or group of per- 
sons (each of whom is referred to in this 
clause as the “purchaser”) at any time (in 
this clause referred to as “that time’’) 
before the end of the taxation year in 
which the subsidiary was wound up, there 
may be added to the amount determined 
under subparagraph 127(9.1)(d)() in re- 
spect of the subsidiary the amount, if any, 
by which that proportion of the amount 
that, but for subsections 127(3) and (5) and 
sections 126, 127.2 and 127.3, would be 
the parent’s tax payable under this Part for 
the particular year, that, 


(1) where the subsidiary carried on a 
particular business in the course of 
which a property was acquired, or an 
expenditure was made, before that time 
in respect of which an amount was in- 
cluded in computing the subsidiary’s 
investment tax credit for its taxation 
year in which it was wound up, and the 
parent carried on the particular business 
throughout the particular year, the 
amount, if any, by which the total of all 
amounts each of which is the parent’s 
income for the particular year from the 
particular business, or the parent’s in- 
come for the particular year from any 
other business substantially all the in- 
come of which was derived from the 
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sale, leasing, rental or development of 
properties or the rendering of services 
similar to the properties sold, leased, 
rented or developed, or the services 
rendered, as the case may be, by the 
subsidiary in carrying on the particular 
business before that time,.éxceeds the 
total of the amounts, if any, deducted 
for the particular year under paragraph 
111(1)(a) or (d) by the, parent in respect 
of a non-capital loss or a farm loss, as 
_ the case may be, for a taxation year in 
respect of the particular business 


is of the greater of 


(II) the amount determined under sub- 
clause (1), and 


(III) the parent’s taxable income for the 
particular year 


exceeds the amount, if any, calculated 
under subparagraph 127(9.1)(d)(i) in re- 
spect of the particular business or the other 
business, as the case may be, in respect of 
the parent at the end of the particular year 


to the extent that such amounts determined in 
respect of the subsidiary may reasonably be 
considered to have been included in comput- 
ing the parent’s investment tax credit at the 
end of the particular year by virtue of subpara- 
graph (i), 


and, for the purposes of the definitions “First term 
shared-use-equipment” and “second term shared- 


use-equipment” in subsection 127(9), the parent 


shall be deemed to be the same corporation as, 


and a continuation of, the subsidiary; 


Related Provisions: 88(1.3) — Rules relating to computation of 
income and tax of parent. See additional Related provisions at end 
of 88(1). 


History: Subcl. 88(1)(e.3)(ii)(C)(1) substituted by 1994, c. 21, sub- 
sec. 40(2), applicable to windings-up that begin after December 21, 
1992. That subcl. formerly read: 


(I) where the subsidiary carried on a particular business in the 


course of which.a property was acquired, or an expenditure 


was made, before that time in respect of which an amount 
was included in computing the subsidiary’s investment tax 
credit for its taxation year in which it was wound up, the 
amount, if any, by which the total of all amounts each of 
which is the parent’s income for the particular year from the 
particular business, or the parent’s income for the particular 
year from any other business substantially all the income of 
which was derived from the sale, leasing, rental or develop- 
ment of properties or the rendering of services similar to the 
properties sold, leased, rented or developed, or the services 
rendered, as the case may be, by the subsidiary in carrying on 
the particular business before that time, exceeds the total of 
the amounts, if any, deducted by the parent under paragraph 
111(1)(a) or (d) for the particular year in respect of a non- 
capital loss or a farm loss, as the case may be, for a taxation 
year in respect of the particular business 


The words following subpara. 88(1)(e.3)(ii) added by 1994, c. 8, s. 
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10, applicable to taxation, years ‘ending after December 2, 1992. shall, if 
— History: See end of subsec. 88(1): 


(e.4) for the purpose of computing the parent’s 

~ employment tax credit at the end of any particular 
taxation year ending after the subsidiary was 
wound up, 


(iii) the subsidiary was a private corporation at the end of 
the year during which it was wound up, ‘and 

(iv) the parent was a private corporation 

»¢)(A) where the subsidiary was wound up in the /partic- 
. .,ular:year, at the time immediately after the winding- 
up, and 

(i) the ‘subsidiary’s taxpayer employment 
credits for any taxation year (in this paragraph 
referred to as the “employment year’) and any 
amounts required to be added by virtue of 
subsection 127(15) of the Income Tax Act, 
chapter 148 of ‘the Revised Statutes of Can- 
ada; 1952, in computing the subsidiary’s em- 


(B) in any other case, continuously from the time of 
the winding-up until the time immediately after the 
beginning of the particular year, 


‘be added to the total determined for the particular year under 
- subsection: 129(3) from which the total of amounts deter- 
mined under paragraphs 129(3)(c) to (e) is subtracted, except 
‘that no-amount shall be so added in respect of the subsidiary 


ere . fs ‘where subsection 129(1.2) would have applied to deem.a div- 
ployment tax credit at the end of the employ idend paid by the subsidiary immediately before the winding- 


ment year shall be deemed to be taxpayer up not to. be a taxable dividend for the purpose of subsection 
employment credits ‘of the parent for, and 129(1); 

amounts required to be added by virtue of that | para’ gg(1)(e.5) amended by 1994, c.7, Sch. VIII (1993, c. 24), sub- 
subsection in computing the parent s employ- sec. 38(5), applicable to the computation of refundable dividend tax 
ment tax credit at the end of, its taxation year | on hand'(within the meaning assigned by’ ‘subsec. 129(3) as: 
in which the employment year of the subsidi- | amended) for 1993 et'seg. Para. (e.5) formerly read: 

ary ended, and (e.5) for the purpose of computing the refundable dividend 


tax on hand: (within the meaning ‘assigned by» subsection 
(ti) there shall be added to the amounts other- 129(3)) of the parent at the end. of any, taxation year ending 


wise determined under paragraphs 127(16)(c) after the subsidiary was wound up, the amount, if any, by 
and (d) of the Income Tax Act, chapter 148 of hich 

the Revised Statutes of Canada, 1952, in re- 
spect of the parent for the particular taxation 
year, the amounts that would have been deter- 
mined under those paragraphs in respect of 
the subsidiary for its taxation year in which it 
was wound-up if the reference in paragraph 
127(16)(c) of that Act to “the five immedi- 


(i) the subsidiary’s refundable dividend tax on hand at the 
end of its taxation year during which it was wound up 


exceeds 


(11) the subsidiary’s dividend refund (within the meaning 
assigned by subsection 129(1)) for its taxation year re- 
ferred to in subparagraph (1) 


~ shall, if the ‘parent has been a private corporation continu- 


ately preceding taxation years” were read as a 
reference to “‘that taxation year or the five im- 
mediately preceding taxation years” to the ex- 
tent that those amounts determined in respect 
of the subsidiary may reasonably be consid- 


‘ously from the time of the winding-up to the end of the taxa- 


tion year, be added to the total determined under subsection 
129(3) from which the parent’s dividend refunds are to be 
subtracted, except that the amount to be added to the total 
determined under subsection 129(3) shall be deemed to be nil 
where, had a dividend been paid by the subsidiary immedi- 


ered to be in respect of a taxpayer employ- 
ment credit or an amount required to be added 
by virtue of subsection 127(15) of that Act 
that is included in computing the parent’s em- 
ployment tax credit at the end of the particular 
year by virtue of subparagraph (i); 

1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 

148 of the Revised Statutes of fone 1952"). 


9 ) [Repealed] 


History: Para. 88(1)(e:5) repealed by 1996, c. 21, subsec. 16(2), 
applicable to windings-up that begin after June 1995. The para. for- 
merly read: 


ately before the winding-up, subsection 129(1.2) would have 
applied to deem the dividend not to be a taxable dividend; 


Pre-RSC History: See end of subsec. 88(1). 


‘(e.6) where a subsidiary has made a gift in a taxa- 
tion year (in this section referred to as the “gift 
year”), for the purposes of computing the amount 
deductible under section 110.1 by the parent for 
its. taxation years ending after the subsidiary was 
wound up, the parent shall: be deemed to have 
made a gift in each of its taxation years in which 
a gift year,of the subsidiary ended equal to the 
amount, if,any, by which the total of all gifts 
made by: the subsidiary in the gift) year exceeds 
the total of. all amounts. deducted by. the subsidi- 
_ary.under section 110.1 of this.Act or paragraph 
110(1)(a), (b) or (b.1) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, in respect of those, gifts; 
I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
ee, Or 148 of the Revised Statutes of Canada, 1952”). 
(ii) the subsidiary’s dividend refund (within the meaning 


(e.5) for the purpose of computing the refundable dividend 
tax on hand (within the meaning assigned by. subsection 
129(3)) of the parent at the end of any particular taxation year 
ending after the subsidiary was wound up, the amount, if any, 
by. which ; 


(i) the subsidiary’s refundable dividend tax on hand at the 
end of its taxation. year during which it was wound up 


assigned by subsection 129(1)) for its taxation year re- 
ferred to in’subparagraph (i) 


(e.7), forthe purposes of 
(i) determining the amount deductible by the 


S. 88(1)(e.7)) 


parent under subsection 126(2) for any taxa- 
tion year commencing after the commence- 
ment of the winding-up, and 


(ii) determining the extent to which subsection 
126(2.3) applies to reduce the amount that 
may be claimed by the parent under paragraph 
126(2)(a), 
any unused foreign tax credit (within the meaning 
of subsection 126(7)) of the subsidiary in respect 
of a country for a particular taxation year (in this 
section referred to as the “foreign tax year”), to 
the extent that it exceeds the total of all amounts 
each of which is claimed in respect thereof under 
paragraph 126(2)(a) in computing the tax payable 
by the subsidiary under this Part for any taxation 
year, shall be deemed to be an unused foreign tax 
credit of the parent for its taxation year in which 
the subsidiary’s foreign tax year ended; 
Related Provisions: 88(1.3) — Rules relating to computation of 
income and tax of parent. See additional Related provisions at end 
of 88(1). 
(e.8) for the purpose of applying subsection 
127(10.2) to any corporation (other than the 
subsidiary) | 


(1) where the parent is associated with another 
corporation in a taxation year (in this para- 
graph referred to as the “current year’) of the 
parent that begins after the parent received an 
asset of the subsidiary on the winding-up and 
that ends in a calendar year, 


(A) the parent’s taxable income for its last 
taxation year that ended in the preceding 
calendar year (determined before taking 
into consideration the specified future tax 
consequences for that last year) is deemed 
to be the total of 


(1) its taxable income for that last year 
(determined before applying this para- 
graph to the winding-up and before tak- 
ing into consideration the specified fu- 
ture tax consequences for that last 
year), and 


(II) the total of the subsidiary’s taxable 
incomes for its taxation years that en- 
ded in that preceding calendar year (de- 
termined without reference to clause 
(B) and before taking ‘into considera- 
tion the specified future tax 'conse- 
quences for those years), and 


(B) the subsidiary’s taxable income for 
each of its taxation years that ends after the 
first time that the parent receives an asset 
of the subsidiary on the winding-up of the 
subsidiary is deemed to be nil, and 


(ii) where the parent received an asset of the 
subsidiary on the winding-up before the cur- 
rent year and is not associated with any corpo- 
ration in the current year,.the parent’s taxable 
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income for its immediately preceding taxation 
year (determined before taking into considera- 
tion the specified future tax consequences for 
that preceding year) is deemed to be the total 
of 


(A) its taxable income for that preceding 
taxation year (determined before applying 
this paragraph to the winding-up and 
before taking into consideration the speci- 
fied future tax consequences for that pre- 
ceding taxation year), and 


(B) the total of the ‘subsidiary’s taxable in- 

comes for its taxation years that ended in 

the calendar year in-which that preceding 

taxation year ended (determined before 

taking into consideration the specified fu- 

ture tax consequences for those years); 
History: Para. 88(1)(e.8) amended by 1997, c..25, subsec. 19(1), 
applicable for the purpose of applying subsecs. 127(10.1) and (10.2) 
to taxation years that begin after 1995, except that, for taxation 
years that begin in 1996, the expression “any corporation (other 
than the subsidiary)” shall be read as “the parent”. For windings-up 
that begin after May 23, 1985, para. (e.8) shall be read without ref- 
erence to the expression “‘the definition “qualifying corporation” in 
subsection 127.1(2) and subparagraph 157(1)(b)(i)”. Para. (e.8) for- 
merly read: 


(e.8) for the purposes. of subsection 127(10.1), the definition 
“qualifying corporation” in subsection 127.1(2) and subpara- 
graph 157(1)(b)Q), 


(1) the taxable income of the parent for its taxation year 
during which it received the, assets of the subsidiary on 
the winding-up shall be deemed to be the total of its taxa- 
ble income for that year as otherwise determined and the 
taxable incomes of the subsidiary for its taxation years 
ending in the calendar year in which that year ended, and 


(ii) the business limit of the parent for that year shall be 
deemed to be the total of its business limit for that year as 
otherwise determined and the business limits of the sub- 
sidiary for its taxation years ending in the calendar year 
in which that year ended; 


That portion of para. 88(1)(e.8) preceding subpara. (i) amended by 
1994, c. 7, Sch. II (1991,.c. 49), subsec. 66(9), to substitute “the 
definition “qualifying corporation” in subsection 127.1(2)” for “par- 
agraph 127.1(2)(a)”, applicable to windings-up beginning after May 
25, 19Soe 


Pre-RSC History: See end of subsec. 88(1). 


(e.9) for the purpose of applying subparagraph 
157(1)(b)G@) and the definition “qualifying corpo- 
ration” in subsection 127.1(2) to any corporation 
(other than the subsidiary) © 


(1) where the parent is associated with another 
corporation in a taxation year (in this para- 
graph referred to as the “current year”) of the 
parent that begins after the parent received an 
asset of the subsidiary on the winding-up and 
ends in a calendar year, 


(A) the parent’s taxable income for its last 
taxation year that ended in the preceding 
calendar year (determined before taking 
into consideration the specified future tax 
consequences for that last year) is deemed 
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to be the total of 


(I) its taxable income for that last year 
(determined before applying this para- 
graph to the winding-up and before tak- 
ing into consideration the specified fu- 
ture tax consequences for that last 
year), and 


(IL) the total of the subsidiary’s taxable 
incomes for its taxation years that en- 
ded in that preceding calendar year (de- 
termined without reference to. subpara- 
graph (iii) and before taking into 
consideration the. specified future tax 
consequences for those years), and 


(B) the parent’s business limit for that last 
year is deemed to be the total of 


_ (XD) its business limit (determined before 
applying this paragraph to the winding- 
up) for that last year, and Sie 
(II) the total of the subsidiary’s busi- 
ness limits (determined without refer- 
ence to subparagraph (iii)) for its taxa- 
tion years that ended in that preceding 
calendar year, 


(ii) where the parent received an asset of the 
subsidiary on the winding-up before the cur- 
rent year and subparagraph (i) does not apply, 


(A) the parent’s taxable income for its im- 
mediately preceding taxation year (deter- 
mined before taking into consideration the 
specified future tax consequences for that 
preceding year) is deemed to be the total of 


(I) its taxable income for that preceding 
taxation year (determined before apply- 
ing this paragraph to the winding-up 
and before taking into consideration the 
specified future tax consequences for 
that preceding taxation year), and 


(II) the total of the subsidiary’s taxable 
incomes for the -subsidiary’s,. taxation 
years that end in the calendar year in 
which that preceding taxation year en- 
ded (determined before taking into.con- 
sideration the specified future tax con- 
sequences for those years), and 


(B) the parent’s business limit for that pre- 
ceding taxation year is deemed to be the 
total of 


(I) its business limit fdereimiinéd before 
applying this paragraph to the winding- 
up) for that preceding taxation year, 
and 


(Il) the total of the subsidiary’s busi- 
ness limits (determined without refer- 
ence to subparagraph (iii)) for the sub- 
sidiary’s taxation years that end in the 
calendar year in which that preceding 


FL9 


S. 88(1)(g) (i) 


taxation year ended, and 


(iii) where the parent and the subsidiary are 
associated with each other in the current year, 
the subsidiary’s taxable income and the sub- 
sidiary’s business limit for each taxation year 

that ends after the first time that the parent re- 
ceives an asset of the subsidiary on the wind- 
ing-up are deemed to be nil; 


History: Para. 88(1)(e.9) added by 1997; c. 25, subsec. 19(2), ap- 
plicable to windings-up that begin after May 23, 1985, except that 


(a) the expression “any corporation (other than the subsidiary)” 
shall be read as “the parent” with sear to windings-up that 
begin before 1997; 


(b) for the purpose of applying paa: (e.9) for the purpose of the 
definition “qualifying corporation” in subsec. 127.1(2), the bus- 
iness limits referred to in para. (e.9), for taxation years that en- 
ded after June 1994 and began before 1996, shall be determined 
under s. 125 as that section read in its application to taxation 
years that ended before July 1994; and 

(c) subpara. (e.9)(i) does not apply" 


(i) for the purpose of applying the definition “qualifying 
corporation” in subsec. 127.1(2) to taxation years that en- 
ded before July 1994, and 


(ii) for the purpose of applying subpara. P7400) to tax- 

ation years that end before 1998. 
(f) where property that was depreciable property 
of a prescribed class of the subsidiary has been 
distributed to the parent on the winding-up and 
the capital cost to the subsidiary of the property 
exceeds the amount deemed by paragraph (a) to 
be the subsidiary’s proceeds of disposition of the 
property, for the purposes of sections 13 and 20 
and .any regulations made under paragraph 
20(1)(a), 

(i) notwithstanding paragraph (c), the capital 

cost to the parent of the property shall be 

deemed to be the amount that was the capital 

cost of the property to the subsidiary, and 


(ii) the excess shall be deemed to have been 
allowed to the parent in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition by the parent of 
the property; 


I.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 


(g) where the subsidiary was an insurance corpo- 

ration, 
(i) for the purposes of. paragraphs 12(1)(d), 
(e), (e.1), G) and (s) and 20(1)d), 1), (p) and 
(jj) and 20(7)(c);: subsection 20(22), sections 
138, 138.1, 140, 142 and 148 and Part XII.3, 
the parent is deemed to be the same corpora- 
tion as, and.a continuation of, the subsidiary, 
and 


(ii) for the purpose of determining the amount 
of the gross, investment revenue required to be 
included under subsection, 138(9). in the. in- 
come of the subsidiary and the parent and the 


S. 88(1)(g)(ii) 


amount of gains and losses of the subsidiary 
and the parent from property used by them in 
the year or held by them in. the year in the 
course of carrying on an insurance business in 
Canada 


(A) the subsidiary and the parent shall, in 
addition to their normal taxation years, be 
deemed to: have had a taxation year ending 
immediately before the time when the 
property of the subsidiary was transferred 
to, and the obligations of the subsidiary 
were assumed by, the parent on the wind- 
ing-up, and 
(B) for the taxation years of the subsidiary 
and the parent following the time referred 
to in clause (A), the property transferred 
to, and the obligations assumed by, the 
parent on the winding-up shall be deemed 
to have been transferred or assumed, as the 
case may be, on the last day of the taxation 
year ending immediately before that time 
and the parent shall be deemed to be the 
same corporation as and a continuation of 
the subsidiary with respect to that prop- 
erty, those obligations and the insurance 
businesses carried on by the subsidiary; 
History: Subpara. 88(1)(g)(i) amended by 1997, c. 25, subsec. 
19(3), applicable to windings-up that begin after 1995. RU bare. (i) 
formerly read: 
(i) for the purposes of paragraphs 12(1)(d), (e), (i) and (s) and 
20(1)(),. G.1), (p) and Gj) and 20(7)(c), sections 138, 138.1, 
140, 142 and 148 and Part XII.3 of this Act and section 33 of 
the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, the parent shall, notwithstanding paragraph 


(e.2), be deemed to be the same corporation as, and a continu- 
ation of, the subsidiary, and 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(h) for the purposes of subsections 112(5) to (5.2) 
and (5.4) and the definition “mark-to-market 
property” in subsection 142. 2(1), the parent shall 
be deemed, in respect of each property distributed 
to it on the winding-up, to be the same corpora- 
tion as, and a continuation of, the subsidiary; and 
History: Para. 88(1)(h) added by 1995, c. 21, subsec. 55(5), appli- 


cable to windings-up that begin at any time (including, for greater 
certainty, windings-up that began before June 22, 1995). 


(1) for the purpose of subsection 142.5(2), the 
subsidiary’s taxation year in which its assets were 
distributed to the parent on the winding-up shall 

_ be deemed to have ended immediately before the 
time when the assets were distributed. 


History: Para. 88(1)(i) added by 1995, c. 21, subsec. 55(5), appli- 
cable to windings-up that begin after October 1994. 


Related Provisions [subsec. 88(1)]: 69(5) — Deemed distribu- 
tion of corporation’s property before windup; 69(13) — Amalgama- 
tion or merger; 80.01(4) — Deemed settlement of debt on winding- 
up; 80.01(5) — Deemed settlement of distress preferred share on 
winding-up; 84(2) — Distribution on winding-up, etc.; 89(3) — Or- 
dering of simultaneous dividends; 98(5)(a)(i) — Where partnership 
business carried on as sole proprietorship; 137(4.3) —Determina- 
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tion of preferred-rate amount; 142.6(5), (6) — Acquisition of speci- 
fied debt obligation by financial institution in rollover transaction; 
186(5) — Presumption; Reg. 8101(3) — Windup of insurer. 


Pre-RSC History [Ssubsec. 88(1)]: That portion of para. 
88(1)(e.2) preceding subpara- (i) amended by 1990, c. 39, s. 20, to 
add reference to para. 87(2)(tt), applicable with respect to windings- 
up commencing after 1987. 


That portion of subpara. 88(1)(d)(i.1) preceding cl. (A) amended by 
1988, c. 55, subsec. 61(1), to substitute “in respect of any share of 
the capital stock of the subsidiary disposed of by the parent on the 
winding-up or in contemplation of the winding-up” for “in respect 
of any share of the capital stock of the subsidiary so disposed of by 
the parent on the winding-up”, applicable to windings-up commenc- 
ing after June 1988. 


Para. 88(1)(e.1) substituted by 1988, c. 55, subsec. 61(2), applicable 
to windings-up commencing after December 15, 1987. Para. 
88(1)(e.1) formerly read: 


(e.1) the subsidiary may, for the purposes of computing its 
income for its taxation year during which its assets were 
transferred to the parent’on the winding-up, claim any reserve 
that would have been allowed under this Part if its assets had 
not been transferred to the parent on the winding-up and not- 
withstanding any other provision of this Part, no amount shall 
be included in respect of any reserve so claimed in computing 
the income of the subsidiary for its taxation year, if any, fol- 

- lowing the year in which its assets were transferred to the 
parent; 


That portion of para. 88(1)(e.2) preceding subpara. (i) amended by 
1988, c. 55, subsec. 61(3), to add reference to paras. 87(2)(e.2), 
(z.2), (tr), applicable to windings-up ending after June 18, 1987 ex- 
cept that in applying para. 88(1)(e.2) 


(a) to windings-up commencing before December 16, 1987, it 
shall be read without reference to “(e.2)” and “(z.2)” therein, 
and ; 


(b) to windings-up commencing before May, 1988, it shall be 
read without reference to “(z.2)” therein. 


That portion of para. 88(1)(e.5) following subpara: (11) substituted 
by 1988, c. 55, subsec. 61(4), applicable with respect to windings- 
up occurring after 4.p.m..EDST, September 25, 1987. That portion 
formerly read: a 


shall, if the parent has been a private, corporation continu- 
ously from the time of the winding-up.to the end of the taxa- 
tion year, be added to the aggregate determined under subsec- 
tion 129(3) from which the parent’ s dividend refunds are to 
be subtracted; 


Para. 88(1)(e.6) substituted by 1988, c. 55, subsec. 61(5), applicable 
to 1988 et seq: Para. 88(1)(e.6) formerly read: 


(e.6) where a subsidiary has made a gift in a taxation year (in 
this section referred to as the “gift year’’), for the purposes of 
computing the amount deductible under paragraphs 110(1)(a), 
(b) and (b.1) by the parent for its taxation years ending after 
the subsidiary was wound up, 


- (i) the parent shall be deemed to have made a gift in each 
‘of its taxation years in which a gift year of the subsidiary 
ended equal to the amount, if any, by which the aggre- 
gate of, all gifts made by the subsidiary in the gift year 
exceeds the aggregate of all amounts deducted by the 
subsidiary under paragraph 110(1)(a), (b) or (b.1) in re- 
spect of such gifts, and 

(ii) the amount of the excess determined under paragraph 
(i) shall be deemed not to have been deductible in any 
taxation year of the parent ending on or before the day 
the subsidiary was wound up; 


Para. 88(1)(g) added by 1988, c. 55, subsec. 61(6), applicable to 
windings-up commencing after December 15, 1987. 
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That portion of subsec. 88(1) preceding para. (a) substituted by 
1987, c. 46, subsec. 30(1), to add “other than subsection 69(11)”, 
applicable after January, 15, 1987.,.That portion of para. 88(1)(a) 
preceding subpara. (i) substituted to add “(other than an interest in a 
partnership)”, para. 88(1)(a.2) added, para. 88(1)(c) substituted, and 
that portion of para. 88(1)(e.2) preceding subpara. (i) substituted to 
add reference to para. 87(2)(e.1) by 1987, c. 46, subsecs. 30(2)-(5), 
applicable with respect to windings-up eile after January 
15, 1987. Para. 88(1)(c) formerly read: ° 


(c) the cost to the parent of each property of the subsidiary 
distributed to the parent on the winding-up shall be deemed to 
be the amount deemed by paragraph (a) to be the proceeds of 
disposition of the property, plus, where the property was a 
capital property (other than depreciable property) owned by 
the subsidiary at the time that the parent last acquired control 
of the subsidiary and thereafter without interruption until 
such time as it was distributed to the parent on the winding- 
up, the amount determined under paragraph (d) in respect 
thereof; 


Subpara. 88(1)(e.3)(i) substituted, cl. 88(1)(e: 3)(4i)(B) amended to 
substitute “(g) to (i) and (k)” for “(g) to (k)”, and cl. 
88(1)(e.3)(ii)(C) added by 1987, c. 46, subsecs. 30(6), (7), applica- 
ble with respect to windings-up commencing after May 23, 1985 
except that, with respect to acquisitions of control occurring ‘on or 
before January 15, 1987 or before 1988, where the persons acquir- 
ing the control were obliged on that date to acquire the control (see 
“Interpretation” following this history) pursuant to the terms of 
agreements in writing entered into on or before that date, subcl. 
88(1)(e.3)(4i)(C)(1) shall be read as follows: 


(I) where the subsidiary carried on a particular business in the 
course of which a property was acquired, or’an expenditure 
was made, before that time in respect of which an amount 
was included in computing the subsidiary’s investment tax 
credit for its taxation year in which it was wound up, the 
amount, if any, by which the aggregate of all amounts each of 
which is the parent’s income for the particular year from the 
particular business, the parent’s income for the particular year 
from any other business substantially-all the income of which 
was derived from the sale, leasing, rental or development of 
properties or the rendering of services similar to the proper- 
ties sold, leased, rented or developed, or the ‘services ren- 
dered, as the case may be, by the subsidiary in carrying on the 
particular business before that time, or the amount, if any, by 
which, 
1. the aggregate of the parent’s taxable capital gains for 
the particular year from the disposition of property 
owned by the subsidiary at that time, other than property 
that was acquired from the purchaser or a person who did 
not deal at arm’s length with the purchaser, 


exceeds 


2. the aggregate of the parent’s allowable capital losses 
for the particular year from the disposition of such 
property 
exceeds, in the case of a winding-up commencing after June 
5, 1987, the aggregate of the amounts, if any, deducted by the 
parent under paragraph 111(1)(a) or (d) for the particular year 
in respect of a non-capital loss or a farm loss, as the case may 
be, for a taxation year in respect of the particular business 


Subpara. 88(1)(e.3)(i) formerly read: 


(i) property acquired and expenditures made by the subsidiary 
in a taxation year (in this paragraph referred to as the “expen- 
diture year”) shall be deemed to have been acquired or made, 
as the case may be, by the parent in its taxation year in which 
the expenditure year of the subsidiary ended, and 


Para. 88(1)(e.2) amended by 1986, c. 2,.s. 22, applicable to 1985 et 
seq., to add subpara. 88(1)(e.2)(xxi) and in that portion preceding 
subpara: (i), to substitute “paragraphs 87(2)(c)” for “the provisions 
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of paragraphs 87(2)(c)”, to substitute reference to paragraphs 
87(2)(1.3) to (u) for reference to paragraphs oe 3) to (s), (t), (u) 
and to add reference to paragraph 87(2)(pp). 


Paras. 88(1)(e.3) and (e.4) added by 1986, c. 6, subsec. 47(1), appli- 
cable with respect to windings-up commencing after May 23, 1985. 


Subpara. 88(1)(a)(i) substituted applicable with respect to windings- 
up commencing in taxation years commencing after 1984; subpara. 
88(1)(e.6)(i) amended by substituting “deducted” for “each of 
which was the amount deductible”, applicable to 1984 et seq.; and 
para. 88(1)(e.8) added applicable wae respect to windings- up com- 
mencing after 1983 by 1985, c. 45, subsecs. 43(1)—(3). Subpara. 
88(1)(a)(i) formerly read: 


(i) in the case of any property described in subsection 59(2), 
nil, 


All that portion of para. 88(1)(e. 2) preceding ‘subpara. (i) substi- 
tuted, subpara. 88(1)(e.2)(ix) and para. 88(1)(e. 3) repealed and para. 
88(1)(e.7) added by 1984, c. 45, subsecs. 28(1) to (4). The substi- 
tuted portion'of para. 88(1)(e.2) preceding subpara. (i)is applicable 
to 1984 et seg. except that, in its application to the 1984 taxation 
year, paragraph 88(1)(e.2) shall be deemed to have included a refer- 
ence.to paragraph 87(2)(ee); the repeal of subpara. 88(1)(e.2)(ix) is 
applicable to 1984 et seq; the repeal of para. 88(1)(e.3) is applicable 
to 1985 et seq; para. 88(1)(e.7) is applicable to the computation of 
tax for, 1984 et seg. That portion of para. 88(1)(e.2) preceding sub- 
para. (i), subpara. 88(1)(e.2)(ix) and para. 88(1)(e.3) formerly read: 
(e.2) the provisions of paragraphs 87(2)(c), (d.1); (g) to (), 
(1.3) to’ (8), (Oy (a); (), (y.1) to (z.1), (cc), (ee), and (Il) to 
(00); subsection 87(6) and, subject to section 78, subsection 
87(7) apply to the winding-up as if the references therein to 


(ix) “predecessor corporation’s foreign tax carryover” were 
read as “subsidiary’s foreign tax carryover”, 


(e.3) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the parent, there shall be added to the parent’s cumulative 
deduction account at the end of its taxation year during which 
the subsidiary was wound up, the amount of the subsidiary’s 
cumulative-deduction account at the end of the taxation year 
during which the subsidiary was wound up and, with respect 
to that addition, the parent shall be deemed to be a continua- 
tion of the subsidiary; 


Para. 88(1)(d.2) substituted, all that portion of para. 88(1)(e.2) pre- 
ceding subpara. (i) substituted to add “to (00)”, subparas. 
88(1)(e.2)(xvii) to (xx) added, by 1984, c. 1, subsecs. 39(1)-(3). 
Para 88(1)(d.2); as substituted, applicable with respect to. windings- 
up commencing after November 12, 1981. All that portion of para. 
88(1)(e.2) preceding subpara. (i), as substituted, and subparas. 
88(1)(e.2)(xvii) to (xx) applicable to 1983 et seq. Para. 88(1)(d.2) 
formerly read: 


(d.2) in determining for the purposes of this paragraph and 
paragraphs (c).and (d) the time that a taxpayer last acquired 
control of the subsidiary, where any share of the subsidiary 
was acquired (otherwise than by way of bequest or inheri- 
tance) from any person (in this paragraph referred to as the 
“vendor”) with whom the taxpayer was not dealing at arm’s 
length, the taxpayer shall be deemed to have last acquired 
control at’the earlier of the time that the vendor last acquired 
control (within the meaning assigned by subsection 186(2) if 
the reference therein to “another corporation” were read as a 
reference to “a person” and the references therein to “the 
other corporation” were read as references to “the person”) of 
the subsidiary and the time that the vendor was deemed by 
this subsection to have last acquired control; 


All that portion of para. 88(1)(d) preceding subpara. (i), cl. 
88(1)(d)(.1)(B), paras. 88(1)(d.1), (d.2), (€.3), (€-6), all that portion 
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of para. 88(1)(e.2) preceding subpara. (i) substituted, subparas. 
88(1)(e.2)(xiv)—-(xvi) added by 1980-81-82-83, c. 140, subsecs. 
53(1)7). (For application, see “Application” below.) The substi- 
tuted portions formerly read: 


commencing after 1982; subpara. 88(1)(e.2)(xvi) is applicable 
after June 28, 1982. 


Para. 88(1)(e.3) is applicable to taxation years ending after 
19872. 


(d) the amount determined under this paragraph in respect of 
each property that was a capital property (other than a depre- 
ciable property) owned by the subsidiary at the time that the 
parent last acquired control of the subsidiary and thereafter 
without interruption until such time as it was distributed to 
the parent on the winding-up, is such portion of the amount, if 
any, by which the aggregate determined under subparagraph 
(b)(ii) exceeds the aggregate of 


(B) capital dividends on the share or on any share (in this 
subparagraph referred to as a “replaced share”) for which 
the share or a replaced share was substituted or 
exchanged, 


(d.1) subsection. 84(2) and section 21 of the Income Tax Ap- 
plication Rules, 197] are not applicable to the winding-up of 
the subsidiary; 

(d.2) in determining for the purposes of this paragraph and 
paragraphs (c) and (d) the time that a taxpayer last acquired 
control of the subsidiary, where control of the subsidiary was 
acquired (otherwise than by way of bequest or inheritance) 
from a person (in this paragraph referred to as the “vendor”) 
with whom the taxpayer was not dealing at arm’s length, the 
taxpayer shall be deemed to have last acquired control at the 
earlier of the time that the vendor last acquired control 
(within the meaning assigned by subsection 186(2)) of the 
subsidiary and the time that the vendor was deemed by this 
subsection to have last acquired control; 


(e.2) the provisions of paragraphs 87(2)(c), (d.1), (g) to (1), 
(1.3) to (s), (t), (u), (x), (Zz), (z.1), (cc) and (ee), subsection 
87(6) and, subject to section 78, subsection 87(7) apply to the 
winding-up as if the references therein to 


(e.3) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the parent, there shall be added to the parent’s cumulative 
deduction account at the end of its taxation year during which 
the subsidiary was wound up, the amount of the subsidiary’s 
cumulative deduction account at the end of the taxation year 
during which the subsidiary was wound up; 


(e.6) for the purposes of paragraphs 110(1)(a), (b) and (b.1), 
gifts made by the subsidiary in its last taxation year shall, to 
the extent that they were not deductible in computing its taxa- 
ble income for that taxation year, be deemed to have been 
made by the parent in its first taxation year ending after the’ 
subsidiary was wound up; and 


Application — 1980-81-82-83, c. 140, subsecs. 53(12)-(18) 
provide: 


All that portion of para, 88(1)(d) preceding subpara. (i) is appli- 
cable with respect to distributions occurring after June 28, 
1982. 


Cl. 88(1)(d)G.1)(B) is applicable after June 28, 1982. 


Paras. 88(1)(d.1), (d.2) are applicable with respect to windings- 
up commencing after November 12, 1981. 

Para. 88(1)(e.2) is applicable to taxation years ending after No- 
vember 12, 1981 except that the reference therein to para. 
87(2)(mm) is applicable only to windings-up occurring after 
1981. 


Subparas. 88(1)(e.2)(xiv), (xv) are applicable to taxation years 


Para. 88(1)(e.6) is applicable to gifts made in 1981 et seq. 


All that portion of subsec. 88(1) preceding para. (a) and all that por- 
tion of para. 88(1)(b) preceding subpara. (ii) substituted by 1980- 
81-82-83, c. 48, subsecs. 48(1), (2), applicable with respect to wind- 
ings-up commencing after December 11, 1979, except that in their 
application to windings-up that commenced before January 13, 
1981, subsec. 88(1) shall be read without the references therein to 
“and all the shares of the subsidiary that were not owned by the 
parent immediately before the winding-up were owned at that time 
by persons with whom the parent was dealing at arm’s length”. 
Those portions formerly read: 


88. (1) Winding-up of wholly-owned taxable Canadian 
corporation — Where a taxable Canadian corporation (in 
this section referred to as the “subsidiary”) has been wound 
up after May 6, 1974 and all of the issued shares of the capi- 
tal stock thereof were, immediately before the winding-up, 
owned by another taxable Canadian corporation (in this sec- 
tion referred to as the “parent”), notwithstanding any other 
provisions of this Act, the following rules apply: 


(b) the shares of the capital stock of the subsidiary shall 
be deemed to have been disposed of by the parent on the 
winding-up for proceeds equal to the greater of 


(i) the lesser of the paid-up capital in respect of the 
capital stock of the subsidiary immediately before 
the winding-up and the amount determined under 
subparagraph (d)(i), and 


All that portion of subsec. 88(1) preceding para. (a), para. 88(1)(d), 
all that portion of para. 88(1)(e.2) preceding subpara. (i) substituted, 
para: 88(1)(d.2), subpara. 88(1)(e.2)(xiii) added by 1979, c. 5, sub- 
secs. 29(1) to (5). (For application, see “Application” below.) The 
substituted provisions formerly read: 


88. (1) Winding-up of wholly-owned Canadian corpora- 
tion — Where a Canadian corporation (in this section re- 
ferred to as the “subsidiary”) has been wound up after May 6, 
1974 and all of the issued shares of the capital stock thereof 
were, immediately before the winding-up, owned by another 
Canadian corporation (in this section referred to as the “par- 
ent”), notwithstanding any other provisions of this Act, the 
following rules apply: 


(d) the amount determined under this paragraph in re- 
spect of each property that was a capital property (other 
than a depreciable property) owned by the subsidiary at 
the time that the parent last acquired control of the sub- 
sidiary and thereafter without interruption until such time 
as it was distributed to the parent on the winding-up, is 
such portion of the amount, if any, by which the aggre- 
gate determined under subparagraph (b)(ii) exceeds 


(i) the amount, if any, by which 


(A) the aggregate of amounts each of which is an 
amount in respect of any property owned by the 
subsidiary immediately before the winding-up, 
equal to the cost amount to the subsidiary of the 
property immediately before the winding-up, 
plus the amount of any money of the subsidiary 
on hand immediately before the winding-up, 


exceeds the aggregate of 


(B) all amounts each of which is the amount of 
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any debt owing by the subsidiary, or of any other 
obligation of the subsidiary to pay any amount, 
that was outstanding immediately before the 
winding-up, and 

(C) the amount of any reserve (other than a re- 
serve referred to in paragraph 20(1)(n), subpara- 
graph 40(1)(a)(iii) or subsection 64(1) or (1.1)), 
deducted in computing the subsidiary’s income 
for its taxation year during which its assets were 
distributed to the parent on the winding-up, 


as is designated by the parent in respect of that capital 
property in its return of income under this Part for its tax- 
ation year in which the subsidiary was so wound up, ex- 
cept that 


(ii) in no case shall the amount so designated in re- 
spect of any such. capital property exceed the 
amount, if any, by which the fair market value of the 
property at the time the parent last acquired control 
of the subsidiary exceeds the cost amount to the sub- 
sidiary of the property immediately before the wind- 
ing-up, and : 
(iii) in no case shall the aggregate of amounts so des- 
ignated in respect of all such capital properties ex- 
ceed the amount, if any, by which the aggregate de- 
termined under subparagraph (b)(ii) exceeds the 
amount determined under subparagraph (i); 


° Pie ans 


(e.2) the provisions of paragraphs 87(2)(c), (d.1), (g) to 
(1), (1.3) to (s), (0),(a), (x), (Zz), (Z-1), (ce) and (ee) and, 
subject to section 78, subsection 87(7) apply to the wind- 
ing-up as if the references therein to 


Application — 1979, c. 5, subsecs. 29(7), (8) provide: 


All that portion of subsec. 88(1) preceding para. (a), paras. 
88(1)(d), (d.2) are applicable with respect to corporate, wind-ups 
ending after November 16, 1978. 


All that portion of para..88(1)(e.2) preceding subpara. (i), sub- 
para, 88(1)(e.2)(xiii) are applicable with respect to corporate 
wind-ups ending after November 16, 1978. 


All that portion of para. 88(1)(e.2) preceding subpara. (i) and para. 
88(1)(e.6) substituted by 1977-78, c. 32, subsecs: 23(1), (2), appli- 
cable, as to that portion, to 1978 et seq., and, as to para. 88(1)(e.6), 
with respect to wind-ups commencing after September 5, 1977, to 
add “‘(1), (1.3),to” in that portion and the reference to (b:1) in para. 
88(1)(e.6). 


Paras. 88(1)(a.1), (c), (e.3), subparas. 88(1)(b)(i), (d)Gi), all that 
portion of para. 88(1)(d) preceding ‘subpara.. (i), clause 
88(1)(d)(i)(C) substituted, paras. “88(1)(e), (e.4), _subparas. 
88(1)(d)(i.1); G.2), (e.2)(xii)-(xiv) repealed, subpara. 88(1)(d)(xv) 
renumbered as (xii) by 1977-78, c..1, subsecs. 43(1)-(10). (For ap- 
plication, see “Application” below.) The substituted and repealed 
portions formerly read: 


(a.1) each property of the subsidiary that was distributed to 
the parent on the winding-up shall, for the purpose of subpar- 
agraph 89(1)(1)(ii) or (xiv), be deemed not to have been dis- 
posed of; BE LES 

[(b)](i) lesser of the paid-up capital limit of the subsidiary im- 
mediately before the winding-up and the amount determined 
‘under’ subparagraph. (d)(i), and 


(c) the cost to the parent of each property of the subsidiary 
distributed to the parent on the winding-up shall be deemed to 
be the amount deemed by paragraph (a) to be the proceeds of 
disposition of the property, plus, where the property was a 
capital property (other than depreciable property) of the sub- 
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sidiary, the amount determined under paragraph (d) in respect 
thereof; 


(d) the amount determined under this paragraph in respect of 
each property that was a capital property (other than a depre- 
ciable property) of the subsidiary is such portion of the 
amount, if any, by which the aggregate determined under sub- 
paragraph (b)(ii) exceeds the aggregate of’ 


[(i)|(C) the amount of any reserve (other than a reserve re- 
ferred to in paragraph 20(1)(n), subparagraph 40(1)(a)Gil) or 
subsection 64(1)), deducted in computing the subsidiary’s in- 
come for its taxation year during which its assets were dis- 
tributed to the parent on the winding-up, 


(i.1) the amount of the subsidiary’s tax-paid undistributed 
surplus on hand at the time it was wound up, and 


(i.2) the ‘amount of the subsidiary’s 1971 capital surplus on 
hand at the time it was wound up, 


(ii) in no case shall the amount so designated in respect of 
any such capital property exceed the amount, if any, by which’ 
the fait market value of the property immediately before the 


~ winding-up exceeds the cost amount to the subsidiary of the 


property immediately before the winding-up, and 


(e) for the purposes of Parts VII and VIII, the subsidiary shall 
be deemed to have paid and the parent shall be deemed to 
have received a taxable dividend on the shares of the capital 
stock of the subsidiary equal to the amount that would have 
been the designated surplus of the subsidiary with respect to 
the parent that would have been determined under paragraph 
192(13)(b) if control of the subsidiary had been acquired by 
the parent immediately before the winding-up of the subsidi- 
ary and the taxation year of the subsidiary that included that 
time had ended immediately before that time; 


{(e.2)](xii) “tax-paid undistributed surplus on hand immedi- 
ately before the amalgamation” were read as “tax-paid undis- 
tributed surplus on hand at the time the subsidiary was wound 
up”, 

(xiii) “the aggregate of amounts each of which is the 1971 
capital surplus on hand, if any, of a predecessor corporation 
immediately before the, amalgamation” were read as “the 
amount of the subsidiary’s 1971 capital surplus on hand at the 
time the subsidiary was wound up”, 


(xiv) “the aggregate of amounts each of which is the paid-up 
capital deficiency, if any, of a predecessor corporation imme- 
diately before the amalgamation” were read as “the amount of 
the subsidiary’s paid-up capital deficiency at the time the sub- 
sidiary was wound up”, and 


(e.3) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the parent at the end of its taxation year during which the 
subsidiary was wound up and any subsequent year, there shall 
be added to the amount determined under paragraph 
125(6)(b), from which the aggregate of the amounts referred 
to in subparagraphs (iii) and (iv) thereof is to be subtracted, 
an amount equal to the amount that would have been the sub- 
sidiary’s cumulative deduction account at the end of its taxa- 
tion year during which the subsidiary was wound up if para- 
graph 125(6)(b) were read without reference to subparagraph 
(iv) thereof; 


(e.4) for the purpose of computing the 1971 undistributed in- 
come on hand of the parent at any time after the winding-up, 
where the subsidiary had 1971 undistributed income on hand 
at the time the subsidiary was wound up, the amount thereof 
shall (except. for the purpose of determining the designated 
surplus of the parent at any time) be added to the aggregate of 
the amounts determined under paragraphs 196(4)(a) to (c); 
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Application — 1977-78, c. 1, subsecs. 43(13)—(17) provide: 
Para. 88(1)(a.1) is applicable after December 31, 1978. 
Subpara. 88(1)(b)(i) is applicable after March 31, 1977. 


Para. 88(1)(c), all that portion of para. 88(1)(d) preceding sub- 
para. (i), clause 88(1)(d)(i)(C), repeal of subparas. 88(1)(d)(i.1), 
(i.2), (e), subpara. 88(1)(d)Gi) are applicable with respect to 
corporate wind-ups commencing after March 31, 1977. 


The repeal of subparas. 88(1)(e.2)(xii), (xiii) is applicable after 
December 31, 1978 and the repeal of subpara. 88(1)(e.2)(xiv) is 
applicable after March 31, 1977. 


Para. 88(1)(e.3) is applicable to a parent corporation’s 1978 and 
subsequent taxation years and the repeal of para. 88(1)(e.4) is 
applicable after December 31, 1978. 


All that portion of para. 88(1)(e.2) preceding subpara. (i) substituted 
by 1976-77, c. 4, subsec. 34(1), applicable in respect of any. wind- 
ing-up ending after May 6, 1974. 


All that portion of subsec. 88(1) preceding para. (b), subpara. 
88(1)(b)(i1), all that portion of para. 88(1)(d) preceding subpara. (11), 
para. 88(1)(e) substituted, paras. 88(1)(d.1),; (e.1)-(e.6) added by 
1974-75-76, c. 26, subsecs. 52(1)-(4), applicable in respect of any 
winding-up ending after May 6, 1974, except that subparagraphs 
88(1)(d)G.1) and (1.2) are applicable for the purpose of computing 
the adjusted cost base of a property after February 1975. That por- 
tion of subsec. 88(1), subpara. 88(1)(b)(ii), that portion of para. 
88(1)(d), para. 88(1)(e) formerly read: 


88. (1) Where a Canadian corporation (in this section referred 
to as the “subsidiary”) has been wound up after 1971 and all 
of the issued shares of the capital stock thereof were, immedi- 
ately before the winding-up, owned by another Canadian cor- 
poration (in this section referred to as the “parent’’), notwith- 
standing any other provisions of this Act the following rules 
apply: 

(a) each property of the subsidiary that was distributed to 

the parent on the winding-up shall be deemed to have 

been disposed of by the subsidiary for proceeds equal to, 


(1) in the case of any property described in subsection 
59(2), nil, and 


(ii) in the case of any other property, the cost amount 
to the subsidiary of the property immediately before 
the winding-up; 


[(b)](i) the aggregate of amounts each of which is an 
amount in respect of any share of the capital stock of 
the subsidiary so disposed of by the parent on the 
winding-up, equal to the adjusted cost base to the 
parent of the share immediately before the winding- 
up minus any subsequent deduction from that ad- 
justed cost base that is required by subsection 53(2) 
to be made as a result of the deemed dividend re- 
ferred to in paragraph (e); 


(d) the amount determined under this paragraph in re- 
spect of each property that was a capital property (other 
than depreciable property) of the subsidiary is such por- 
tion of the amount, if any, by which the aggregate deter- 
mined under subparagraph (b)(ii) exceeds 


(i) the amount, if any, by which 


(A) the aggregate of amounts each of which is an 
amount in respect of any property owned by the 
subsidiary immediately before the winding-up, 
equal to the cost amount to the subsidiary of the 
property immediately before the winding-up, 
plus the amount of any money of the subsidiary 
on hand immediately before the winding-up, 
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exceeds 


(B) the aggregate of amounts each of which is 
the amount of any debt owing by the subsidiary, 
or of any other obligation of the subsidiary to 
pay any amount, that was outstanding immedi- 
ately before the winding-up, 


as is designated by the parent in respect of that capital 
property in its return of income under this Part for its tax- 
ation year in which the subsidiary was so wound up, ex- 
cept that 


(e) the subsidiary shall be deemed to have paid and the 
parent shall be deemed to have received, at the particular 
time referred to in subsection (2), a dividend on the 
shares of the capital stock of the subsidiary equal to the 
amount, if any, by which the amount determined under 
subparagraph (d)(i) exceeds the paid-up capital limit of 
the subsidiary immediately before the winding-up and the 
dividend shall be deemed to have become payable by the 
subsidiary at the particular time referred to in subsection 
(2); and 


Subpara. 88(1)(b)(ii) substituted by 1973-74, c. 30, s. 8, applicable 
to 1972 et seq. 


S. 88 renumbered as subsec. 88(1), subpara. 88(1)(b)(ii), para. 
88(1)(e) substituted by 1973-74, c. 14, subsecs. 27(1)-(3), applica- 
ble to 1972 et seq. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [/ncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Selected Cases [subsec. 88(1)]: Hickman Motors Ltd. v. Can- 
ada, [1995] 2 C.T.C. 320 (FCA) (Depreciable property in subsidiary 
not necessarily depreciable in hands ef parent upon winding-up); 
Hickman Motors Ltd. v. Canada, [1993] 1 C.T.C. 36 (FCTD) (For- 
mer subsidiary’s CCA not available to former parent corporation 
that disposed of assets four days after acquired; assets not acquired 
to earn income). 


Interpretation Bulletins [subsec. 88(1)]: IT-109R2: Unpaid 
amounts; IT-121R3: Election to capitalize cost of borrowed money; 
IT-126R2: Meaning of “winding-up”; IT-142R3: Settlement of 
debts on the winding-up of a corporation; IT-151R4: Scientific re- 
search and experimental development expenditures; IT-154R: Spe- 
cial reserves; IT-321R: Insurance agents and brokers — unearned 
commissions; IT-488R2: Winding-up of 90%-owned taxable Cana- 
dian corporations. See also list at end of s. 88. 


Information Circulars [subsec. 88(1)]: 88-2 Supplement, para. 
8: General anti-avoidance rule — section 245 of the Income Tax 
Act. 


(1.1) Non-capital losses, etc., of subsidiary — 
Where a Canadian corporation (in this subsection re- 
ferred to as the “subsidiary”) has been wound up and 
not less than 90% of the issued shares of each class 
of the capital stock of the subsidiary were, immedi- 
ately before the winding-up, owned by another Ca- 
nadian corporation (in this subsection referred to as 
the “parent’’) and all the shares of the subsidiary that 
were not owned by the parent immediately before 
the winding-up were owned at that time by a person 
or persons with whom the parent was dealing at 
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arm’s length, for the purpose of computing the taxa- 
ble income of the parent under this Part and the tax 
payable under Part IV by the parent for any taxation 
year commencing after the commencement of the 
winding-up, such portion of any non-capital loss, re- 
stricted farm loss, farm loss or limited partnership 
loss of the subsidiary. as may reasonably be regarded 
as its loss from“carrying on a particular business (in 
this subsection referred to as the “‘subsidiary’s loss 
business”) and any other portion of any non-capital 
loss or limited ‘partnership loss of the subsidiary as 
may reasonably be regarded as being derived from 
any other source or being in respect of a claim made 
under section 110.5 for any particular taxation year 
of the subsidiary (in this subsection referred to as 
“the subsidiary’s loss year’), to the extent that it 


(a) was not deducted in computing the taxable in- 


come of the subsidiary for any taxation year of’ 


‘the subsidiary, and : 


»(b) would have been deductible in computing the 
taxable income of the subsidiary for any taxation 
‘year beginning after the commencement of the 
winding-up, on the assumption that it had such a 
taxation year and that it had sufficient income for 
that year, / 


‘shall, for the purposes. of this subsection, paragraphs 
111(1)(a), (c), (d) and:(e);:subsection 111@3).and.Part 


? 


(c) in the case of such, portion of any non-capital 
loss, restricted farm: loss, farm loss or limited 
- partnership loss of the subsidiary as may reasona- 
bly be regarded as its loss from carrying on the 
subsidiary’s loss business, be deemed, for the 
taxation year of the parent in which the subsidi- 
ary’s loss year ended, to be a non-capital loss, re- 
stricted farm loss, farm loss or limited partnership 
loss, respectively, of the parent from carrying on 
the subsidiary’s loss business, that was. not. de- 
ductible by the parent in computing its taxable in- 
come for any taxation year that commenced 
before. the commencement of the winding-up, 


(d) in the case’ of any other portion of any non- 
capital loss or limited partnership loss of the sub- 
sidiary as may reasonably be regarded as being 
derived from any other source, be deemed, for the 
taxation year of the parent in which the subsidi- 
ary’s loss year ended, to be a non-capital loss or a 
limited partnership loss, respectively, of the par- 
ent that was derived from the source from which 
the subsidiary derived the loss and that was not 
deductible by the parent in computing its taxable 
income for any taxation year that commenced 
before the commencement of the winding-up, and 


(d.1) in the case of any other portion of any non- 
capital loss of the subsidiary as may reasonably 
be regarded as being in respect of a claim made 
under section 110.5, be deemed, for the. taxation 
year of the parent in which the subsidiary’s loss 


year ended, to be a non-capital loss of the parent 
in respect of a claim, made under section 110.5, 
that was not deductible by. the parent in comput- 
ing its taxable income for any taxation year that 
commenced before the commencement of the 
winding-up, at ae 

except that 


(e) where at any time control of the parent or sub- 
sidiary has been acquired by a person or group of: 
persons, no amount in respect of the subsidiary’s 
non-capitalloss or farm loss for a taxation year 
ending before that time is deductible in comput- 
ing the taxable income of the parent for a particu- 
Jar taxation year ending after that time, except 
that such portion of the subsidiary’s non-capital | 
loss or farm loss as may reasonably be regarded . 
as its loss from carrying on a business and, where 
a business was carried on by the subsidiary. in 
that year, such portion of the non-capital loss as 
may reasonably be regarded as being in respect of 
an amount deductible under paragraph 110(1)(k) 
in computing its taxable income for the year is 
deductible only 


(i) if that business is carried on by the subsidi- 
ary or the parent for profit:or with a reasona-: 

‘ble expectation of profit throughout the partic- 
ular year, and Le 


(ii) to the extent of the total of the parent’s in- 
come for the particular year from that busi- 
ness and, where properties were sold, leased, 
rented or developed or services rendered in 
the course of carrying on that business before 
that time, from any other business substan- 
tially all of the income of which was derived 
from the sale, leasing, rental or development, 
as the case may be, of similar properties or the 
rendering of similar services, 


and, for the purpose of this paragraph, where this 
subsection applied to the winding-up of another 
Corporation in respect of which the subsidiary 
was the parent and this paragraph applied in re- 
spect of losses of that other corporation, the sub- 
sidiary shall be deemed to be the same corpora- 
tion as, and a continuation of, that other 
corporation with respect to those losses, and 


(f) any portion of a loss of the subsidiary that 
would otherwise be deemed by paragraph (c), (d) 
or (d.1) to be a loss of the parent for a particular 
taxation year beginning after the commencement 
of the winding-up shall be deemed, for the pur- 
pose of computing the parent’s taxable income 
for taxation years beginning after the commence- 
ment of the winding-up, to be such a loss of the 
parent for its immediately preceding taxation year 
and not for the particular year, where the parent 
so elects in its return of income under this Part 
for the particular year. ~ 


Related Provisions: 88(1.3) — Rules relating to computation of 
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income and tax of parent; 256(7)—-(9) — Whether control acquired. 


History: Para. 88(1.1)(b) amended to substitute “any taxation year” 
for “its first taxation year”, and that portion of subsec. 88(1.1) be- 
tween paras. (b) and (c) amended to add “this subsection”, by 1994, 
c. 7, Sch. II (1991, c. 49), subsec. 66(10), applicable in computing 
the taxable income of parent corporations for 1985 et seq: 


That portion of para. 88(1.1)(e) following subpara. (11) added by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 66(11), applicable in com- 
puting taxable income for 1990 et seq. 


Para. 88(1.1)(f) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
66(12), applicable in computing the taxable income of parent corpo- 
rations for 1985 et seq., except that a parent corporation may elect 
in accordance with the para. in respect of any of its 1985 to 1991 
taxation years by so notifying the Minister of National Revenue in 
writing before June 18, 1992. 


Pre-RSC History: That portion of para. 88(1.1)(e) preceding sub- 
para. (i) substituted by 1988, c. 55, subsec. 61(7), applicable with 
respect to non-capital losses and farm losses for 1988 et seg. That 
portion formerly read: 


(e) where, at any time, control of the parent or subsidiary has 
been acquired by a person or group of persons, no amount in 
respect of the subsidiary’s non-capital loss or farm loss for a 
taxation year ending before that time is deductible in comput- 
ing the taxable income of the parent for a particular taxation 
year ending after that time, except that such portion of the 
subsidiary’s non-capital loss or farm loss from carrying on a 
business is deductible 


That portion of subsec. 88(1.1) following para. (b) and preceding 
para. (c) substituted by 1987, c. 46, subsec. 30(8), to add reference 
to para. 111(1)(e), applicable after February 25, 1986; para. 
88(1.1)(e) substituted by 1987, c. 46, subsec. 30(9), applicable to 
acquisitions of control occurring after January 15, 1987 other than 
acquisitions of control occurring before 1988, where the persons ac- 
quiring the control were obliged on that date to acquire the control 
pursuant to the terms of agreements in writing entered into on or 
before that date. Reference should be made to “Interpretation” fol- 
lowing this history. Para. 88(1.1)(e) formerly read: 


(e) where, at any time, control of the parent or subsidiary has 
been acquired by a person or persons (each of whom is in this 
section referred to as the “purchaser”) such portion of the 
subsidiary’s non-capital loss or farm loss for a taxation year 
ending before that time as may reasonably be regarded as its 
loss from carrying on a particular business is deductible by 
the parent for a particular taxation year ending after that time 


(i) only if that business was carried on by the subsidiary 
or parent for profit or with a reasonable expectation of 
profit 


(A) throughout the part of the particular year that is 
after that time, where control of the parent or subsid- 
iary was acquired in the particular year, and 


(B) throughout the particular year, in any other case, 
and” 


(ii) only to the extent of the aggregate of 


(A) the parent’s income for the particular year from 
that business and, where properties were sold, leased, 
rented or developed or services rendered in the 
course of carrying on that business before that time, 
from any other business substantially all the income 
of which was derived from the sale, leasing, rental or 
development, as the case may be, of similar proper- 
ties or the rendering of similar services, and 


(B) the amount, if any, by which 


(I) the aggregate of the parent’s taxable capital 
gains for the particular year from dispositions of 
property owned by the corporation at or before 
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that time, other than property that was acquired 
by the subsidiary within the two-year period 
ending at that time from the purchaser or a per- 
son who did not deal at arm’s length with the 
purchaser, 


exceeds 


(II) the aggregate of the parent’s allowable capi- 
tal losses for the particular year from disposi- 
tions described in subclause (I). 


That portion of subsec. 88(1.1) preceding para. (a) amended by 
1986, c. 55, subsec. 24(1), to substitute “restricted farm loss, farm 
loss or limited partnership loss”. for “restricted farm loss or farm 
loss” and “‘any non-capital loss or limited partnership loss of the 
subsidiary” for “any non-capital loss of the subsidiary”, applicable 
after February 25, 1986. 


Paras. 88(1.1)(c) and (d). amended by 1986, c. 55, subsec. 24(2), to 
substitute, in para. (c), “restricted farm loss, farm loss or limited 
partnership loss of the subsidiary” for “restricted farm loss or farm 
loss of the subsidiary” and “restricted farm loss, farm loss or limited 


' partnership loss, respectively,” for “restricted farm loss or farm loss, 


respectively,”, and in para. (d), “any non-capital loss or limited part- 
nership loss of the subsidiary” for “any non-capital loss of the sub- 
sidiary”, “a non-capital loss or a limited partnership loss, respec- 
tively, of the parent” for “a non-capital loss of the parent” and 
“from which the subsidiary derived the loss” for “from which the 
subsidiary derived that portion of its non-capital loss”, applicable 


after February 25, 1986. 


That portion of subsec. 88(1.1) preceding para. (a) amended to sub- 
stitute “for the purpose of computing the taxable income of the par- 
ent under this Part” for “for the purpose of computing the taxable 
income of the parent” and to substitute “non-capital loss of the sub- 
sidiary as may reasonably be regarded as being derived from any 
other source or being in respect of a claim made under section 
110.5” for “non-capital loss of the subsidiary from any other 
source” by 1985, c. 45, subsec. 43(4), applicable with respect to 
non-capital losses for 1985 et seq. 


Para. 88(1.1)(d) substituted, para. 88(1.1)(d.1) added, applicable 
with respect to non-capital losses for 1985 et .seq.; subpara. 
88(1.1)(e)(i) substituted applicable with respect to windings-up 
commencing in 1983 et seq.; cl. 88(1.1)(e)Gi)(B) substituted appli- 
cable with respect to acquisitions of control occurring after May 9, 
1985, except that subcl. 88(1.1)(e)(i)(B)() is applicable with re- 
spect to acquisitions of control occurring in 1984 et seq., by 1985, c. 
45, subsecs. 43(5)-(7). Para. 88(1.1)(d), subpara. 88(1.1)(e)(i) and 
cl. 88(1.1)(e)Gi)(B) formerly read: 


(d) in the case of any other portion of any non-capital loss of 
the subsidiary from any other source, be deemed, for the taxa- 
tion year of the parent in which the subsidiary’s loss year en- 
ded, to be a non-capital loss of the parent that was derived 
from the source from which the subsidiary derived the loss 
and that was not deductible by the parent in computing its 
taxable income for any taxation year that commenced before 
the commencement of the winding-up, 


[(e)]@) only if throughout the particular year and after that 
time that business was carried on by the subsidiary or parent 
for profit or with a reasonable expectation of profit, and 


[(e)(ii)](B) the amount, if any, by which 


(I) the aggregate of the parent’s taxable capital gains for 
the particular year from the disposition of property 
owned by the subsidiary at or before that time, other than 
property that was acquired from the purchaser or a person 
who did not deal at arm’s length with the purchaser, 
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exceeds 


(II) the amount, if any, by which the aggregate of the par- 

ent’s allowable capital losses for the particular year from. 

the disposition of property described in subclause (I) ex- 

ceeds the aggregate of its allowable business investment 

losses for the particular year from the disposition of that 

property. QD atid 
Subsec. 88(1.1) substituted by 1984, c. 1, subsec. 39(4), applicable 
by 1984, c. 45, subsec. 102(1), (deemed in force January 19, 1984), 
with respect to a subsidiary’s restricted farm losses determined for 
1978 et seq. where the winding-up of the subsidiary commenced in 
the 1983 or a subsequent taxation year and with respect to-a subsidi- 

-ary’s non-capital losses and farm losses determined for 1983 et seq. 

Subsec. 88(1.1) formerly read: 


(1.1) Non-capital losses of subsidiary — Where the wind- 
_ing-up of a Canadian corporation (in this. subsection referred 
to as the “subsidiary”) commenced after March 31, 1977 and 
not less than 90% of the issued shares of each class of the 
capital stock of the subsidiary were, immediately before the 
winding-up, owned by another Canadian corporation (in this 
subsection referred to as the “parent”) and all the shares of 

_ the subsidiary that were not owned by the parent immediately 
‘before the winding-up were owned at that time by a person or 
persons with whom the parent was dealing at arm’s length, 
for the purpose of computing the taxable income of the parent 
for any taxation year commencing after the commencement 
of the. winding-up, such portion of any non-capital loss of the 
subsidiary, as may reasonably be regarded as its loss from 
carrying on a particular business (in this subsection referred 
to as the “‘subsidiary’s loss business”) and any other portion 
of any non-capital loss of the subsidiary from any other 
source for’any, particular taxation year of the subsidiary (in 
this subsection referred to as the “‘subsidiary’s loss year”), to 
the extent that it 


(a).was not deductible in computing the taxable income 
of the subsidiary for any taxation year of the subsidiary, 
and 


(b) would have been deductible in computing the taxable 
income of the subsidiary for its first taxation year com- 
mencing after the commencement of the winding-up, on 
the assumption that it had such a taxation year and that it 
had sufficient income for that year, 


S. 88(1.1): 


ter that time only » 


(i) if throughout the year and after that time the par- 
ticular business was carried on by the subsidiary or 
' parent for profit or with a reasonable expectation of 

“ profit, and 


(ii) 10) the extent of the aggregate of 


(A) the parent’s income for the year from: the 
particular business and any other business sub- 
~ stantially all the incomé of which was derived 
‘from the sale, leasing, rental or development of 
property or the rendering of services that are 
similar|to the properties sold, leased, rented or 
developed, or the services rendered, as the case 
may. be, in the course of carrying on the particu- 
lar business before that time; or where the sub- 
sidiary was, wound-up before that time, before 
the time: of the commencement of the winding- 
up,. and 


(B) the-amount, if any, by which: 


(I) the aggregate of the parent’s taxable cap- 
© tal'gains for the year from the disposition of 
“ property owned by the subsidiary at that 
time or, where the subsidiary was wound up 
before. that time, at the time of the com-.. 
mencement of the winding-up, other than ' 
‘property that was acquired from: the pur- 
» chaser or froma person that did not deal at 
‘arm’s length with the purchaser, 


exceeds 


(II). the amount, if any, by which the aggre- 

gate of the parent’s allowable. capital losses » 
for the year from the disposition of property 

described in subclause (I) exceeds the aggre- 

gate of its allowable business investment 

losses. for the year from the disposition of 

property described in that subclause. 


Subsec,. 88(1.1). substituted by 1980-8 1-82-83,.c. 140, subsec. 53(8), 
applicable with.respect to windings-up commencing, after: Novem- 
ber 12; 1981, except where-control of the parent or subsidiary was 
last acquired. by.a person.or persons. before November 13, 1981, or 
after. November 12,,1981 and before 1983. where the arrangements 
therefor were substantially advanced and;evidenced in writing on 


shall, for the purposes of paragraph 111(1)(a), subsection November 12, 1981. Subsec. 88(1,1). formerly read: 


111(3) and ‘Part IV, be deemed to be 


(c) in the case of such portion of any non-capital loss of 
the’ subsidiary as may reasonably be regarded as its loss 
from carrying on the subsidiary’s loss business, a non- 
capital loss of the parent from carrying on the subsidi- 
ary’s loss business, and 


(d) in the case of any, other portion of any non-capital 

_ loss of the subsidiary from any other source, a non-capi- 
tal loss of the parent from the source from which the sub- 
sidiary derived the loss 


for the taxation year.of the parent in which the subsidiary’s 
loss year ended that was not deductible by the parent in com- 
puting its taxable income for any taxation year that com- 
menced before the commencement of the winding-up, except 
that 


(e) where, at any time, control of the parent or subsidiary 
has been acquired by a person or persons (each of whom 
is in this section referred to as the “purchaser”’), such por- 
tion of the subsidiary’s non-capital loss for a taxation 
year ending before. that time as may reasonably be fe- 
garded as its loss from carrying on a particular business 
is deductible by the parent for a taxation year ending af- 
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(1.1) Where the winding-tip of a Canadian corporation (in 
this subsection referred to as, the .““subsidiary”’) commenced 
after March. 31, 1977 and not less than 90% of. the issued 
shares of each class of the capital stock of the subsidiary 
were, immediately before the winding-up, owned by another 
Canadian corporation (in this subsection referred to as ‘the 
“parent”) and all-of the shares of the subsidiary that were not 
owned by the parent immediately before the winding-up were 
owned at that time by persons with whom the. parent was 
dealing at arm’s length, for the purposes of computing the 
taxable income ‘of the parent’ for any taxation year commenc- 
ing after the commencement of the winding-up, any non-capi- 
tal loss of the subsidiary for any particular taxation year of, 
the subsidiary (in this subsection referred to,as the “subsidi- 
ary’s loss year”), to the extent that it 


(a) was not deductible in computing the taxable income 
of the subsidiary, for any taxation year of the. subsidiary, 
and ; 


(b) would have been deductible in computing the taxable 
income of the subsidiary for its first taxation year com- 
mencing-after the commencement of the winding-up, on 
the assumption that it had such a taxation year and that it 
had sufficient income for that year, 


S. 88(1.1) 


shall, for the purposes of paragraph 111(1)(a), subsection 
111(3) and Part IV, be deemed to be a non-capital loss of the 
parent for the taxation year of the parent in which the subsidi- 
ary’s loss year ended that was not deductible by the parent in 
computing its taxable income for any taxation year that com- 
menced before the commencement of the winding-up, except 
that this subsection does not apply to permit the parent to de- 
duct, for the purpose of computing its taxable income for a 
particular taxation year, such portion of the subsidiary’s non- 
capital loss for a taxation year as may reasonably be regarded 
as the subsidiary’s loss from carrying on any particular busi- 
ness if 


(c) control of the parent or the subsidiary has been ac- 
quired, before the end of the parent’s particular year, by a 
person or persons who did not, at the end of the subsidi- 
ary’s loss year, control the parent or the subsidiary, as the 
case may be, and the parent was not, during the particular 
year, Carrying on that business, or 


(d) control of the parent or the subsidiary was acquired, 
before the end of the particular year and after the wind- 
ing-up or discontinuance of that business, by a person or 
persons who did not control the parent or the subsidiary, 
as the case may be, at any time during the subsidiary’s 
loss year when that business was being carried on. 


All that portion of subsec. 88(1.1) preceding para. (d) substituted by 
1980-81-82-83, c. 48, subsec. 48(3), applicable with respect to 
windings-up commenced after December 11, 1979, except that in 
their application to windings-up that commenced before January 13, 
1981, subsec. 88(1.1) shall be read without reference therein to “and 
all the shares of the subsidiary that were not owned by the parent 
immediately before the winding-up were owned at that time by per- 
sons with whom the parent was dealing at arm’s length”. Subsec. 
88(1.1) formerly read: 


(1.1) Where the winding-up of a Canadian corporation (in 
this section referred to as the “subsidiary”) commenced after 
March 31, 1977 and all of the issued shares of the capital 
stock thereof were, immediately before the winding-up, 
owned by another Canadian corporation (in this section re- 
ferred to as the “parent”), for the purposes of computing the 
taxable income of the parent for any taxation year commenc- 
ing after the commencement of the winding-up, any non-capi- 
tal loss of the subsidiary for any particular taxation year of 
the subsidiary (in this subsection referred to as the “subsidi- 
ary’s loss year”), to the extent that it 


Subsec. 88(1.1) added by 1977-78, c. 1, subsec. 43(11), applicable 
to taxation years ending after March 31, 1977. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Jncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Selected Cases [subsec. 88(1.1)]: Hickman Motors Ltd. v. 
Canada, [1993] 1 C.T.C. 36 (FCTD) (Former subsidiary’s CCA not 
available to former parent corporation that disposed of assets four 
days after acquired; assets not acquired to earn income). 


Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income; IT-302R2: Losses of a corporation — the effect on their de- 
ductibility of changes in control, amalgamation and winding-up; IT- 
302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
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ity — after January 15, 1987. See also list at end of s. 88. 


(1.2) Net capital losses of subsidiary — Where 
the winding-up of a Canadian corporation (in this 
subsection referred to as the “subsidiary”) com- 
menced after March 31, 1977 and not less than 90% 
of the issued shares of each class of the capital stock 
of the subsidiary were, immediately before the wind- 
ing-up, owned by another Canadian corporation (in 
this subsection referred to as the “parent’’) and all of 
the shares of the subsidiary that. were not owned by 
the parent immediately before the winding-up were 
owned at that time by persons with whom the parent 
was dealing at arm’s length, for the purposes of com- 
puting the taxable income of the parent for any taxa- 
tion year commencing after the commencement of 
the winding-up, any net capital loss of the subsidiary 
for any particular taxation year of the subsidiary (in 
this subsection referred to as the “subsidiary’s loss 
year’), to the extent that it 


(a) was not deducted in computing the taxable in- 
come of the subsidiary for any taxation year of 
the subsidiary, and 


(b) would have been deductible in computing the 
taxable income of the subsidiary for any taxation 
year beginning after the commencement of the 
winding-up, on the assumption that it had such a 
taxation year and that it had sufficient income 
and taxable capital gains for that year, 


shall, for the purposes of this subsection, paragraph 
111(1)(b) and subsection 111(3), be deemed to be a 
net capital loss of the parent for its taxation year in 
which the particular taxation year of the subsidiary 
ended, except that 


(c) where at any time control of the parent or sub- 
sidiary has been acquired by a person or group of 
persons, no amount in respect of the subsidiary’s 
net capital loss for a taxation year ending before 
that time is deductible in computing the parent’s 
taxable income for a taxation year ending after 
that time, and 


(d) any portion of a net capital loss of the subsidi- 
ary that would otherwise be deemed by this sub- 
section to be a loss of the parent for a particular 
taxation year beginning after the commencement 
of the winding-up shall be deemed, for the pur- 
poses of computing its taxable income for taxa- 
tion years beginning after the commencement of 
the winding-up, to be a net capital loss of the par- 
ent for its immediately preceding taxation year 
and not for the particular year, where the parent 
so elects in its return of income under this Part 
for the particular year. 
Related Provisions: 80(12)(a)(ii)(B) — Application of subsidi- 
ary’s capital losses against capital gain from forgiveness of debt; 
88(1.3) — Computation of income and tax of parent; 111(5.4) — 
Non-capital loss; 256(7)-(9) — Whether control acquired. 


History: That portion of subsec. 88(1.2) following para. (a) substi- 
tuted by 1994, c. 7, Sch. IT (1991, c. 49), subsec. 66(13), applicable 
in computing the taxable income of parent corporations for 1985 er 
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seq., except that a parent corporation may elect in accordance with 
para. (d), with respect to any of its 1985 to 199] taxation years by 
so notifying the Minister of National Revenue in writing within 6 
months after December 17, 1991. That portion formerly read: 


(b) would have been deductible in computing the taxable 
income of the subsidiary for its first taxation year com-" 
mencing ‘after the commencement of the winding-up, on™’ 
the assumption that it had ‘such a taxation year and that it 
had sufficient income and taxable capital’ gains for that’ 
year, or roxipiasagns 


_ shall, for the purposes of paragraph 111(1)(b) and subsection 
111(3), be deemed to be a net capital loss of the parent for the 
taxation year of the parent in which the particular taxation 
year of the subsidiary ended that was. not deductible by the . 
parent in computing its taxable income for any taxation year 
that commenced before the commencement of the winding- 
up, except that this subsection does not apply to permit the 
parent to deduct, for the purpose of computing its taxable in- 
come for a particular taxation year, the subsidiary’ s, net capi- 
tal loss for a taxation year if control of the parent or the sub- 

Jsidiary has. been‘ acquired, before \the end) of the parent’s. 
particular year, by a person or persons who did not, at the end 
of the subsidiary’s loss year, control the parent or the: subsidi- 
ary, as the case may be. 


Pre-RSC History: Para. 88(1.2)(a) substituted by 1984, c. 1, sub- 
sec. 39(5), to. substitute “deducted” for “deductible”, applicable. with 
respect to windings-up commencing in 1983 et seq. 


All that portion of subsec. 88(1.2) preceding para. (a) substituted by, 
1980-81-82-83, c. 48, subsec. 48(4), applicable with’ réspect to 
windings-up commenced, after December 11, 1979, except that in 
their application to windings-up that commenced before January 13, 
1981, subsec. 88(1.2) shall be read without reference therein to “and 
all the shares of the subsidiary that were not. owned by the parent 
immediately before the winding-up were owned at that time by per- 
sons with whom the parent was dealing at arm’s length”. ‘That, por- 
tion formerly read: __, ty 


(1.2) Where the winding-up of a Canadian corporation (in 
this section referred to as the “subsidiary”) commenced after 
March’ 31, 1977 and all of the issued shares of the capital 
stock thereof were, immediately before the’ winding-up, 
owned by another Canadian‘ corporation (in ‘this ‘section ret)" 
ferred to as the “parent”), forthe purposes of computing the 
taxable income of the parent for any taxation year commenc- 
ing after the commencement of the winding-up, any net capi- 
tal loss of the subsidiary for any particular taxation year of 
the subsidiary (in this subsection referred to as the “subsidi- 
ary’s:loss year”), to the extent that it 
Subsec. 88(1.2) added by 1977-78, c. 1, subsec. 43(11), applicable 
to taxation-years ending after March 31, 1977. 4 
Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income; IT-302R2: Losses of a corporation — the effect on their de- 
ductibility of changes in control, amalgamation and winding-up; IT- 
302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
ity — after January 15, 1987. See also list at end of s. 88. 


(1.3) Computation of income and tax of par- 
ent — For the purpose of paragraphs (1)(e.3), (e.6) 
and (e.7), subsections (1.1) and (1.2), section 110.1, 
subsections 111(1) and (3) and Part IV, where a par- 
ent corporation has been incorporated or otherwise 
formed -after the end of an expenditure year, gift 
year, foreign tax.year or loss year, as the case may 
be, of a subsidiary of the parent, for the purpose of 


S. 88(1.3) 


- computing the taxable income of, and the tax paya- 
ble under this Part and Part IV by, the parent for any 
taxation year, M4 5 


“(a) it shall be deemed to have been in existence 
during the particular period beginning immedi- 
ately before the end of the subsidiary’s first ex- 

penditure year, gift year, foreign tax year or loss 
year, as the case may be, and ending immediately 
after 1t was incorporated or otherwise formed; 
(b).it shall be deemed to have had, throughout the 
particular period, fiscal periods ending on the day 
of the year on which its first fiscal period ended; 
and wi | 


(c) it shall be deemed to have been controlled, 
throughout the particular period, by the person or 
persons who controlled it immediately after it 
was incorporated or otherwise formed. 


History: Para. 88(1,3)(a) amended by 1994, c..7, Sch. VIII (1993, 
c. 24), subsec.'38(6), applicable to windings-up commencing after 
1988. Para. (a) formerly read: 


(a), it, shall. be deemed to have been in existence during the 
particular period commencing, immediately before, the end of ., 
the subsidiary’s first foreign tax year, gift year,or loss year, as 
the case may be, and ending immediately after it was incorpo- 
rated or otherwise formed; . . vie 

Pre-RSC History: That portion of subsec. 88(1.3) preceding para. 
(a) substituted by.1988,'c. ‘55, 'subsee.'61(8), applicable to taxation 
yéeats: ending after, May 23; 1985, except that in the application of 
subsec.. 88(1.3) : 


(a) to: taxation years ending before 1988, the reference therein 
-, to, “section 110.1” shall. be.read. as a.reference to “paragraphs 
~,110(1)(a),, (b) and (b.1)";-and 


(b) to taxation years ending before 1989, the references therein 
to “(1)(e.3)” and “expenditure year” shall be read as references 
to “(1)(e.3), (e:4)” and to “expenditure year, employment year” 
“respectively. : Cepase € 


| That portion’ of subsec. 88(1.3) formerly read: 


(13) Computation of income of and tax payable by par- 
ent + For the purposes of paragraphs (1)(e.6) and (e.7), sub- 
sections: (1.1) and(1.2), paragraphs 110(1)(a), (b) and -(b.1) 
and subsections. 111(1), and.(3) and Part IV, where a parent 
corporation has been incorporated or otherwise formed after 

‘thé'end of a foreign tax year, gift year or loss year, as the case 
may be, of a subsidiary of the parent, for the purpose of com- 
puting the taxable income of,,and the tax payable under this 
Part and Part IV by, the parent for any taxation year, 


All that portion of subsec..88(1.3) preceding: para. (b) substituted by 
1984, c,'45, subsec. 28(5). to add reference to para. (e.7), to add 
“foreign tax year” and to add “this Part” located before “Part IV”, 
applicable to the computation of tax for 1984 et seq. 


Subsec: 88(1.3) substituted by 1984, c. 1, subsec. 39(6), applicable 
with respect to windings-up commencing in 1983 et seq. Subsec. 
88(1.3) formerly read: ‘Oopiniels sdi to 
°° (13) Rules relating to ‘computation of income of par- 
_--yent —‘For’ the purposes of ‘subsections (1.1) and (1.2), 
‘paragraphs (1)(e.6), 110(1)(a), (b) and. (b.1) and 111(1)(a) 
and (b), subsection 111(3) and Part IV, where a parent corpo- 
ration -has been incorporated or otherwise formed after the 
end of a loss year or a gift year, as the case may be, of a 
subsidiary of the parent, for the purpose of computing the tax- 
able income of the parent for any taxation year, 


(a) it shall. be deemed to have ‘been. in existence during 
the particular period commencing immediately before the 
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end of the subsidiary’s first loss year or gift year, as the 
case may be, and ending immediately after it was 
incorporated; 

(b) it shall be deemed to have had, throughout the partic- 
ular period, fiscal periods ending on the day of the year 
on which its first fiscal period ended; and 


(c) it shall be deemed to have been controlled, throughout 
the particular period, by the person or group of persons 
who controlled it immediately after its incorporation. 
All that portion of subsec. 88(1.3) preceding para. (b) substituted by 
1980-8 1-82-83, c. 140, subsec. 53(9), applicable to ae made in 
1981 et seq. That portion formerly read: 
(1.3) For the purposes of subsections (1.1), (1.2) and 111(3), 
paragraphs 111(1)(a) and (b) and Part IV, where a parent cor- 
poration has been incorporated or otherwise formed after the 
end of a loss year of a subsidiary of the parent, for the pur- 
pose of computing the reine Sc income of the parent for any 
taxation year, 


(a) it shall be deemed to have been in existence during 
the particular period commencing immediately before the 
end of the subsidiary’s first loss year and ending immedi- 
ately after it was incorporated; 


Subsec. 88(1.3) added by 1977-78, c. 1, subsec: 43(11), applicable 
to taxation years ending after March 31, 1977. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 


(1.4) Qualified expenditure of subsidiary — 
For the purposes of this subsection and section 37.1, 

where the rules in subsection (1) applied to the wind- 
ing- up of a subsidiary, for the purpose of computing 
the income of its parent for any taxation year com- 
mencing after the subsidiary has been wound up, the 
following rules apply: 


(a) where the parent’s base period consists of 
fewer than three taxation years, its base period 
shall be determined on the assumption that it had 
taxation years in each of the calendar years pre- 
ceding the year in which it. was incorporated, 
each of which commenced on the same day of the 
year as the day of its incorporation; 


.(b) the qualified expenditure made by the parent 
in a particular taxation year in its base’ period 
shall be deemed to: be the total of the amount 
thereof otherwise determined and the qualified 
expenditure made by the subsidiary in its taxation 
year ending 1 in the same calendar year as the par- 
ticular year; 


(c) the total of the amounts paid to the parent by 
persons referred to in subparagraphs (b)(i) to (ili) 
of the definition “expenditure base” in subsection 
37.1(5) in a particular taxation year in its base pe- 
riod shall be deemed to be the total otherwise de- 
termined and all those amounts paid to’ the sub- 
sidiary by a person referred to in those 
subparagraphs in the subsidiary’s taxation year 
ending in the same calendar year as the particular 
year; and 


(d) there shall be added to the total of the 
amounts otherwise determined in respect’ of the 
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parent under subparagraphs 37.1(3)(b)(4) and (iii) 
respectively, the total of the amounts determined 
under those subparagraphs in respect of the 
subsidiary. 
Pre-RSC History: All that portion of subsec. 88(1.4) preceding 
para. (a) amended by 1985, c. 45, subsec. 43(8), applicable with re- 
spect to windings-up commencing after 1982, to substitute “where 
the rules in subsection (1) applied to the winding-up of a subsidi- 
ary” for “where a subsidiary to which the rules in subsection (1) 
apply has been wound up”. 
Subsec. 88(1.4) added by 1977-78, c. 32, subsec. 23(3), applicable 
to 1978 et seq. 


(1.41) Application of subsec. 37.1(5) — The 
definitions in subsection 37.1(5) apply to subsection 
(1.4). 

Origin of subsec. 88(1.41): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words to subsec. 37.1(5)). 


(1.5) Parent continuation of subsidiary — For 
the purposes of section 29 of the Income Tax Appli- 
cation Rules, subsection 59(3.3) and sections 66, 
66.1, 66.2, 66.4 and 66.7, where the rules in subsec- 
tion (1) applied to the winding-up of a subsidiary, its 
parent shall be deemed to be the same corporation 
as, and a continuation of, the subsidiary. 

Pre-RSC History: Subsec. 88(1.5) amended by 1987, c. 46, sub- 
sec, 30(10), to substitute “66.4 and 66.7” for “and 66.4”, applicable 


to taxation years ending after February 17, 1987 with respect to 
windings-up commencing after 1982. 


Subsec. 88(1.5) added by 1985, c. 45, subsec. 43(9), applicable with 
respect to windings-up commencing after 1982. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-488R2: Winding-up of 90%-owned taxable Canadian 
corporations. 


(1.6) Idem — Where a corporation that carries on a 
farming business and computes its income from that 
business in: accordance with the cash method is 
wound up in circumstances to which subsection (1) 
applies and, at the time that is immediately before 
the winding-up of the corporation, owned inventory 
that was used in connection with that business, 


(a) for the purposes of subparagraph (1)(a)(iii), 
the cost amount to the corporation at that time of 
property purchased by it that is included in that 
inventory shall be deemed to be the amount de- 
termined by the formula 


(Ax 2) +D 


where 


A is the amount, if any, that would be included 
under paragraph 28(1)(c):in computing the 
corporation’s income for its last taxation year 
beginning before that time if that year had en- 
ded at that time, 


B is the value (determined in accordance with 
subsection 28(1.2)) to the corporation at that 
time of the purchased inventory that is distrib- 
uted to the parent on the winding-up, 
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-€ is the value (determined in accordance with 
subsection 28(1.2)) of all of the inventory pur- 
chased by the corporation that was owned by 
it in connection with that business at that time, 
and ~ ne ; 

_D is the lesser of deni sigierainey UNO, 

(i) such additional amount as the corpora- 
tion designates in respect of the property, 
sand io isiualee « 

(ii) the amount, if any, by which the fair 
market value of the property at that time 
exceeds the amount determined for A in 
respect of the property; .., Bi 


(2), Winding-up of Canadian corporation — 
_ Where a Canadian corporation (other than a subsidi- 
ary to the winding-up of which the rules in subsec- 
tion (1) applied) has been wound up after 1978 and, 
at a particular time in the course of the winding-up, 
. all or substantially all of the property owned by the 
(b) for the purpose of subparagraph 28(1)(a)(i), | corporation immediately before that time was dis- 
the disposition of the inventory and the receipt of | tributed’to the shareholders of the corporation, 


the proceeds of disposition therefor.shall be bpd nniioato ts ' , 
deemed to have occurred at that time and. in the fetes the purposes of computing the corpora 


course of carrying on the business; and. @ san anciaSdd amecuGht 
- : i) capital dividend account, 
(c) where the parent carries on a farming business f P i ye 5 axe 
and computes its income therefrom in accordance GL) capital gains dividend account (within 
~ with the cash method, for the purposes of section the meaning assigned by subsection 131(6)), 
28 | HR where the corporation is an investment 
298 | “ Sea erator corporation, — 
(i) an amount equal to the cost to the parent of i a aq} : oe FOL em 
the inventory shall be.deemed to have been (ii) capital gains dividend account (within the 
Ke | . meaning assigned by section 133), and 


paid by it, and: gait is : 
(ii) the parent shall be deemed to have pur- (iii) pre-1972 capital surplus on hand, 


chased the inventory for an amount equal to at the time ‘(in this paragraph referred to as the 
that cost, Busy “time of computation”) immediately before the 

in the course of carrying. on. that business and.at | ~ partintibae ein vam 
the time it acquired the inventory... “"° “(iv) the taxation year of the corporation that 
Histol: Subdes: 881.6) added by 1994: cp) Seu osiyelayy | “| “O“otherwise would have included the particular 
subsec. 66(14), applicable to windings-up beginning after July 13, time shall be deemed to have ended immedi- 
1990. Bin i “ately before the time of computation, and a 
Interpretation Bulletins: IT-427R: Livestock of farmers.» ~ new taxation year shall be deemed to have 


commenced at that time, and 


(v) each property of the corporation that was 
so distributed at the particular time shall be 
deemed to‘have been disposed of by the cor- 
poration immediately before the end of the 
taxation year so deemed’ to have ended for 
proceeds equal to the fair market value of the 
property immediately before the particular 
times a: \ 
(vi) [Repealed] 
(b) where the corporation is, by virtue of subsec- 
tion 84(2), deemed to have paid at the particular 
time a dividend, (in this paragraph referred to as 
‘the “winding-up dividend”) on shares of any 
class of its capital stock, the following rules ap- 
ply: 
(i) such portion of the winding-up dividend as 
does not exceed the corporation’s capital divi- 
-dend account.immediately before that time or 
capital gains dividend account immediately 
before that time, as the case may be, shall be 
_ deemed, for the. purposes, of an election in re- 
spect thereof under subsection 83(2), 131(1) 
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“ (as that subsection applies for the purposes of 
section 130) or 133(7.1), as the case may be, 
and where the corporation has so elected, for 
all other purposes, to be the full amount of a 
separate dividend, 


(1.1). [Repealed under former yo 


(ii) the portion of the winding-up dividend 
equal to the lesser of the corporation’s pre- 
1972 capital surplus on hand immediately 
‘before that time and the amount by which the 
winding-up dividend exceeds 


(A) the portion thereof in respect of which 
the corporation has made an election under 
subsection 83(2), or . 


(B) the portion thereof in respect of which 
the corporation has made an election under 
subsection 133(7.1), 


as the case may be, shall be deemed not to be 
a dividend, 


(iii) notwithstanding the definition ‘ ‘taxable 
dividend” in subsection 89(1), the winding-up 
dividend, to the extent that it.exceeds the total 
of the portion thereof deemed by subpara- 
graph (i) to be a separate dividend for all pur- 
poses and the portion deemed by subpara- 
graph (ii) not to be a dividend, shall be 
deemed to be a separate dividend that is a tax- 
able dividend, and 


(iv) each person who held any of the issued 
shares of that class at the particular time shall 
be deemed to have received that proportion of 

. any, separate dividend. determined under sub- 
paragraph (1) or (iii) thatthe number of shares 
of that class held by. the person immediately 
before the particular time is of the number of 
issued shares of that class outstanding imme- 
diately before that time; and 


(c) for the purpose of computing the income of 
the corporation for its taxation year that includes 
the. particular, time, paragraph 12(1)(t) shall be 
read as. follows: 


“(t) the amount deducted under baths 
127(5) or (6) in computing the taxpayer’s 
tax payable for the year or a preceding taxa- 
tion year to the extent that it was not in- 
cluded under this paragraph in computing 
the taxpayer’s income for a preceding taxa- 
tion year or is not included in an amount de- 
termined under paragraph 13(7.1)(e) or 
37(1)(e) or subparagraph 53(2)(c)(vi) or 
(h)(1i) or the amount determined for I in the 
definition “undepreciated capital cost” in 
subsection 13(21) or L in the definition “cu- 
mulative Canadian exploration expense” in 
Subsection 66.1(6);”. 
Related Provisions: 69(5)— Property appropriated by share- 
holder on winding-up of corporation; 84(2) — Distribution of prop- 
erty on winding-up'of corporation; 88(2.1) — “Pre-1972 capital sur- 
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plus on hand” defined; 89(3) — Ordering of simultaneous 
dividends; 134 — Status of non-resident-owned investment corpo- 
ration for 88(2). 

History: Subpara. 88(2)(a)(i.1) added by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 66(15), applicable to windings-up beginning after 
1988. 


Subpara. 88(2)(a)(vi) repealed by 1994, c. 7, Sch. If (1991, c. 49), 


| subsec. 66(16), applicable to windings-up beginning after 1987. 


Subpara. 88(2)(a)(vi) formerly. read; 


(vi) in calculating the income of the corneattle for the taxa- 
tion year so deemed to have ended, paragraph 12(1)(t) shall 
be read as follows: 


“(t) the amount deducted under subsection 127(5) or 
(6) in computing the taxpayer’s tax payable for the 
year or a preceding taxation year to the extent that it 
was not included in computing the taxpayer’s. income 
for a preceding taxation year under this paragraph or is 
not included in an amount determined under paragraph 
13(7.1)(e) or 37(1)(e), or subparagraph 53(2)(c)(vi) or 
(h)(ii) or for I in the definition “undepreciated capital 
cost” in subsection 13(21) or L in the definition “cu- 
mulative Canadian exploration expense” in subsection 
66.1(6);” and 


Subpara. 88(2)(b)(i), amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 66(17), to add “131(1) (as that subsection applies for the 
purposes of section 130)’, applicable to windings-up beginning af- 
ter 1988. 


Para. 88(2)(c) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
66(18), applicable to windings-up commencing) after 1987. 


Pre-RSC History: Subpara. 88(2)(a)(vi).added by 1988, c. 55, 
subsec. 61(9), applicable after 1987. 


Subpara. 88(2)(b)(i.1) repealed, subpara. 88(2)(b)(ii) amended to 
substitute “subsection 83(2)” for “subsection 83(2), or (2.1)”, sub- 
para: 88(2)(b)(iii)-amended to substitute “subparagraph ‘(i)” for 
“subparagraph (i) or (i.1)’, and subpara. 88(2)(b)(iv) amended to 
substitute “subparagraph (i) or (iii)” for “subparagraph (i),, (i.1). or 
(iii)”, and “number of issued shares” for “number of the issued 
shares”, by 1986, c. 6, subsec. 47(2), applicable with respect to 
winding: up dividends paid after May 23, 1985. Subpara. 
88(2)(b)(i.1) formerly read: 


(i.1) the portion of the winding-up dividend equal to the 
lesser of the corporation’s life insurance capital dividend ac- 
count immediately before that time and the amount by which 
the winding-up dividend exceeds the portion thereof in re- 
spect of which the corporation has made an election under 
subsection 83(2) or 133(7.1), as the case may be, shall be 
deemed to be the full amount of a separate dividend, ~ 


All that portion of subsec. 88(2) preceding para. (a) amended by 
1985, c. 45, subsec. 43(10), applicable with respect to windings-up 
commencing after 1982, to substitute “(other than a subsidiary to 
the winding-up of which the rules in subsection (1) applied) has 
been wound up after 1978” for “other than a subsidiary within the 
meaning of subsection (1), has been wound up after December 31, 
1978". 


All that portion of para. 88(2)(b) following subpara. (i) substituted 
by 1980-81-82-83, c. 140, subsec. 53(10), applicable with respect to 
windings-up ending after June 28, 1982. That portion formerly read: 


(ii) the portion of the winding-up dividend equal to the lesser 
of the corporation’s pre-1972 capital surplus on hand imme- 
diately before that time and the amount by which the wind- 
ing-up dividend exceeds the portion thereof in respect of 
_ which the corporation has made an election under subsection 
83(2) or 133(7.1), as the case may be, shall be deemed not to 
be a dividend, 
(iii) notwithstanding paragraph 89(1)(j), the winding-up divi- 
dend, to the extent that it exceeds the aggregate of the portion 
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thereof deemed by subparagraph (i) to be a separate dividend 
for all purposes and the portion deemed by subparagraph (ii) 
not to be a dividend, shall be deemed to be a separate divi- 
dend that is a taxable dividend, and 


(iv) each person who held any of the issued shares of that 
class at the particular time shall be deemed to have received 
that proportion of any separate: dividend determined under 
subparagraph (i) or (iti) that the number of shares of that class 
held by him immediately before the particular time 1s of the 
number of the issued shares of that class outstanding immedi- 
ately before that time. 


Subsec. 88(2) substituted by 1977-78, c. 1, subsec. 43(11), applica- 
ble after December 31, 1978. Subsec. 88(2) formerly read: 


(2) Where a Canadian corporation, other than a subsidiary 
within the meaning of subsection (1), has been wound up af- 
ter May 6, 1974 and, ata particular time in the course of the 
_ winding-up, all or substantially all of the property owned by 
the corporation immediately before that time was distributed 
to the shareholders of the corporation, 


(a) for the purposes of computing 
(i) the corporation’s 1971 capital surplus on hand, 
(ii) its paid-up capital deficiency, 
(iii) its capital dividend account, and 


(iv) its capital gains dividend account (within the 
meaning assigned by section 133), 


at the time (in this paragraph referred to as the “time of 
computation”) immediately before the particular time, 


(v) the taxation year of the corporation that otherwise 
would have included the particular time shall be 
deemed to have ended immediately before the time 
of computation, and a new taxation year shall be 
deemed to have commenced at that time, and 


(vi) each property of the corporation that was so dis- 
tributed at the particular time shall be deemed to 
have been disposed of by the corporation immedi- 
ately before the end of the taxation year so deemed 
to have ended for proceeds equal to the fair market 
value thereof immediately before. the particular time; 
and 


_,(b) where the. corporation is, by, virtue of. subsection 
'84(2), deemed to have paid at the particular time a divi- 

* dend (in this paragraph referred to as the “winding-up 
dividend”) on shares of any class of its capital stock, the 
following rules apply: 


(i) such portion of the winding-up dividend as does 
not exceed the corporation’s capital dividend account 
immediately before that time or capital gains divi- 
dend account immediately before that time, as the 
case may be, shall be deemed, for the purposes of an 
election in respect thereof under subsection 83(2).or 
133(7.1), as the case may be, and where the corpora- 
tion has so elected, for all other purposes, to be the 
full amount of a separate dividend, 


(ii) the portion of the winding-up dividend equal to _. 


the lesser of 


(A) the amount by which the winding-up divi- 
dend exceeds the portion thereof in respect of 
which the corporation has made an election 
under subsection 83(2) or 133(7.1), as the case 
may be, and fi 


(B) the aggregate of the corporation’s tax-paid 
undistributed surplus on hand immediately 
before that time and its 1971 capital surplus,on 
hand immediately before that time, 


shall, for the purposes of an election in respect 
thereof under subsection 83(1), and, where the cor- 
poration has so elected, for all other purposes, be 
deemed to be the full amount of a separate dividend, 


(iii) notwithstanding paragraph 89(1)(j), the winding- 
“up dividend, to the extent that it exceeds the aggre- 
“gate of the portions thereof deemed by subparagraph 
(i) or (ii) to be separate dividends for all purposes, 
‘shall be deemed to be a separate dividend that is a 
taxable dividend, and 


(iv) each person who held any of the issued shares of 
that class at the particular time shall be deemed to 
have received that proportion of any separate divi- 
dend determined under subparagraph (i), (ii) or (iii) 
that the number of shares of that class held by him 
immediately before the particular time.is of the num- 
ber of the issued shares-of that class outstanding im- 
mediately before that time. 


All that portion of subsec. 88(2) preceding para. (a), subpara. 
88(2)(a)(vi), all that portion of para. 88(2)(b) preceding subpara. (i) 
substituted by 1974-75-76, c. 26, subsecs. 52(5)-(7), applicable in 
respect of any winding-up ending after May 6, 1974. That portion of 
subsec. 88(2),'subpara. 88(2)(a)(vi), that portion of para. 88(2)(b) 
formerly read: OF 


(2) Where a Canadian corporation, whether or not it is a sub- 
sidiary within the meaning of subsection (1), has been wound 
up after 1971 and, at a particular time in the course of the 
winding-up, all or substantially all of the property owned by 
the corporation immediately before that time was distributed 
to the shareholders of the corporation, 


eee ee 


(vi)'each property of the corporation that’was so distrib- 
- uted at the particular time shall be deemed to have been 
disposed of by the corporation immediately before the 
end of the taxation. year so deemed to. have. ended, for 
proceeds equal to the fair market value thereof immedi- 
ately before the particular time except that this subpara- 
graph shall not apply in determining the proceeds of dis- 
position of such property where the corporation is’ a 
subsidiary within the meaning of subsection (1); and 


i 


(b) where the corporation is, by virtue of subsection 84(2) ‘or 

paragraph (1)(e), deemed to have paid at the particular time a 

dividend (in this paragraph referred to as the “winding-up 

dividend”) on shares of any class of its capital.stock, the. fol- 

lowing rules; apply: 2... 
Subsec. 88(2) added by 1973-74, c.14, subsec. 27(4), applicable to 
1972 et seq. 


Interpretation Bulletins: IT-126R2: Meaning of “winding-up”; 
IT-149R4: Winding-up dividend. See also list at end of s. 88. 


(2.1) Definition of “pre-1972 capital surplus 
on hand” —For the purposes. of subsection (2), 
“pre-1972. capital. surplus on:hand” of a particular 
corporation at a particular time means the amount, if 
any, by which the total of: : 


(a) the corporation’s 1971 capital surplus on hand 
on December 31,1978 within-the meaning of the 
Income Tax Act; chapter 148-of the Revised Stat- 
utes of Canada, 1952, as it read on that date, 


(b) the total of all amounts each of which is an 
amount in respect of a capital property of the cor- 
poration owned by it on December 31, 1971 and 
disposed of by it after 1978 and before the partic- 
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ular time, equal to the amount, if any, by which 
the lesser of its fair market value on valuation 
day (within the meaning assigned by section 24 
of the Income Tax Application Rules) and the cor- 
poration’s proceeds of disposition of that capital 
property exceeds its actual cost to the corporation 
determined without reference to the Income Tax 
Application Rules other than subsections 26(15), 
(17) and (21) to (27) of that Act, 


(c) where before the particular time a subsidiary 
(to the winding-up of which the rules in subsec- 
tion (1) applied) of the particular corporation has 
been wound up after 1978, an amount equal to 
the pre-1972 capital surplus on hand of the sub- 
sidiary immediately before the commencement of 
the winding-up, and 


(d) where the particular corporation is a new cor- 
poration formed as a result of an amalgamation 
(within the meaning of section 87) after 1978 and 
before the particular time, the total.of all amounts 
each of which is an amount in respect of a prede- 
cessor corporation, equal to the predecessor cor- 
poration’s pre-1972 capital surplus on hand: im- 
mediately before the amalgamation 


exceeds 


(e) the total of all amounts each of which is an 
amount in respect of a capital property (other 
than depreciable property) of the corporation 
owned by it on December 31, 1971 and disposed 
of by it after 1978 and before the particular time 
equal to the amount, if any, by which its actual 
cost to the corporation determined without refer- 
ence to the Income Tax Application Rules, other 
than subsections 26(15), (17) and (21) to (27) of 
that Act, exceeds the greater of the fair market 
value of the property on valuation day (within the 
meaning assigned by section 24 of that Act) and 
the. corporation’s proceeds.of disposition of the 
property. . ) 
Related Provisions: 84(2) — Distribution on winding-up, etc.; 
87(2)(t) — Deemed date of acquisition; 88(2.2) — Determination of 
pre-1972 capital surplus on hand; 88(2.3) — Actual.cost of certain 
depreciable property. 
Pre-RSC History: Para. 88(2.1)(c) amended by 1985, c. 45, sub- 
sec. 43(11), applicable with respect to windings-up commencing af- 
ter 1982, to substitute “(to the winding-up of which the rules in sub- 
section (1) applied)” for “(within the meaning of subsection (1)).” 
1.T. Application Rules: 26(15), (17), (21)-(27); 69 (meaning of 
“Income Tax Act, chapter 148 of the Revised Statutes of Canada, 
1952”). 
Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. See also list.at end of s. 88. 


(2.2) Determination of pre-1972 capital 
surplus on hand — For the purposes of determin- 
ing the pre-1972 capital surplus on hand of any cor- 
poration at a particular time aster 1978, the following 
rules apply: 


(a) an amount referred to in deeustapte (2: 1)(b) 
and (e) in respect of the corporation’ shall be 
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deemed to be nil, where the property disposed of 
1S . 
(i) a share of the capital stock of a subsidiary, 
within the meaning of subsection (1), that was 
disposed of on the winding-up of the subsidi- 


ary where that winding-up commenced after 
1978, 


(ii) a share of the capital stock of another Ca- 
nadian corporation that was controlled, within 
the meaning assigned by subsection 186(2), 
by the corporation immediately before the dis- 
position and that was disposed of by the cor- 
poration after 1978 to a person with whom the 
corporation was not dealing at arm’s length 
immediately after the disposition, other than 
by a disposition referred to in paragraph (b), 
or 


(iii) subject to subsection 26(21) of the Jn- 
come Tax Application Rules, a share of the 
capital stock of a particular corporation that 
was disposed of by the corporation after 1978, 
on an amalgamation, within the meaning as- 
signed by subsection 87(1), where the corpo- 
ration controlled, within the meaning assigned 
by subsection 186(2), both the particular cor- 
poration immediately before the amalgama- 
tion and the new corporation immediately af- 
ter the amalgamation; and 


(b) where another, corporation that is a Canadian 
corporation owned a capital property on Decem- 
ber 31, 1971.and subsequently disposed of it to 
the corporation in a transaction to which section 
85 applied, the other corporation shall be deemed 
not to have disposed of that property in the trans- 
action and the corporation shall be deemed to 
have owned that property on December 31, 1971 
and to have acquired it at an actual cost equal to 
the actual cost of that property to the other 
corporation. 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations, See also list at end of s. 88. 


(2.3) Actual cost of certain depreciable prop- 
erty — For the purpose of subsection (2.1), the ac- 
tual cost of the depreciable property that was ac- 
quired by a corporation before the commencement of 
its 1949 taxation year that is capital property referred 
to in that subsection shall be deemed to be the capital 
cost of that property to the corporation (within the 
meaning assigned by section 144 of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952, as it read in its application to the 1971 taxation 
year). | | 

Pre-RSC History: ubsecss 88(2.2), (2.3) added by 1977-78, c. 1, 
subsec. 43(11), applicable as to subsecs. 88(2.1)—(2.3), with respect 
to windings-up that give rise to winding-up dividends that are 
deemed to have been paid after December 31, 1978. 


1.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


734 


Subdiv. h — Corporations, Resident in Canada 


(3) Dissolution of foreign affiliate — Where on 
the dissolution of a controlled foreign affiliate 
(within the meaning assigned by subsection 95(1)) of 
a taxpayer (in this subsection referred to as the “dis- 
posing affiliate”) one or more shares of the capital 
stock of another foreign affiliate of the taxpayer have 
been disposed of to the taxpayer, © HOO: 


(a) the disposing affiliate’s proceeds of disposi- 
tion of each such share and the cost thereof to the 
taxpayer shall be deemed to be an amount equal 
to the adjusted cost base to the disposing affiliate 
of the share immediately before the dissolution, 
or such greater, amount as the taxpayer claims not 
exceeding the’ fair market value of the share im- 
mediately before the dissolution; and 


(b) the taxpayer’s proceeds of disposition of the 


shares of the disposing affiliate shall be deemed 


to be the amount, if any, by which the total of 


(i) the cost to the taxpayer of the’ shares of the. 


other foreign affiliate, as determined in para- 
graph (a), and ; 


(ii) the fair market value of any property 

(other than the shares referred to in subpara- 

graph (i)).disposed of by the disposing affili- 
_ate to the taxpayer on the dissolution, 


exceeds . 


(iii) the total of all debts owing by the dispos- 
‘ing affiliate, and of all amounts of other obli- 
gations of the disposing affiliate to pay 
amounts, otherwise than as or on account of a 


dividend owing by the disposing affiliate to- 
the taxpayer or to persons with whom the tax-. 


‘payer was not dealing at arm’s length, that 
were outstanding immediately before the dis- 
solution and that were assumed or cancelled 
by the taxpayer on the dissolution. 


Related Provisions: 95(2)(f) — Determination of certain compo- 
nents of foreign accrual property income, 


History: Subpara. 88(3)(b)(iii) amended by 1994, c.:7, Sch. II 


(1991, c. 49), subsec. 66(19), to add “otherwise than as or on, ac-- 


count of a dividend owing by the disposing affiliate to the taxpayer 
orto a person with whom the taxpayer was not dealing at arm’s 
length,” applicable to. dissolutions occurring after July 13, 1990. 


Pre-RSC History: All that portion of subsec. 88(3) preceding 
para..(a) substituted by 1980-81-82-83, c. 140,:subsec. 53(11), ap- 
plicable with respect to dissolutions occurring after November 12, 
1981, other than a dissolution that was part of a reorganization that 


was substantially advanced before November 13, 1981. That portion. 


formerly read: 


(3) Where on the dissolution of a foreign affiliate of a tax- 
payer (in this subsection referred to as the “disposing affili- 
ate”) one or more shares of the capital stock of another for- 
eign affiliate of the taxpayer have been disposed of to the 
taxpayer, é 
Para. 88(3)(b) substituted by 1976-77, c. 4, subsec; 34(2), applicable 
in respect of any winding-up ending after 1971. 


Subsec. 88(3) added by 1974-75-76, c. 26, subsec. 52(8), applicable 
in respect of any winding-up ending after 1971. 


(4) Amalgamation deemed not to be 


S..88 


acquisition of control — For the, purposes. of 
paragraphs (1)(c), (d) and (d.2),.. £1 )8KS 


(a) subject to paragraph (c), control of any corpo- 
ration shall be deemed not to have been acquired 
because of an amalgamation; Cy ate 


(b) any corporation formed as a result of an amal- 
gamation shall be deemed to be the same corpo- 
ration as, and a continuation of, each predecessor 
corporation; and 


(c) in the case of an amalgamation described. in 
subsection 87(9), control of a predecessor corpo- 
ration that was not controlled by the parent before 
the amalgamation shall be deemed to have been 
acquired by the parent immediately before the 
amalgamation. 


History: Subpara. 88(4) substituted by, 1994, c. 7, Sch. II (1991, Cc. 
49), subsec. 66(20), applicable to windings-up beginning after. 
March 1977. Subsec. 88(4) formerly read: 


(4) Amalgamation deemed not to be acquisition of con- 
trol — In determining, for the purposes of paragraphs (1)(c) 
and .(d), whether. control of any corporation has been. ac- 
quired, control shall be deemed. not to have been acquired by 
virtue of any amalgamation and any corporation formed as a 
result of any amalgamation shall be deemed to be the same 
corporation as, and a continuation of, each predecessor corpo- 
ration and, in the case of a merger described in subsection 
'87(9), control of a predecessor corporation that was not con- 
trolled by the parent prior to such a merger shall be deemed 
to have been acquired by the parent immediately prior to the 
merger. ; 


Pre-RSC History: Subsec. 88(4) substituted by 1979, c. 5, subsec. - 
29(6), applicable with respect to corporate wind-ups commencing 
after. November 16, 1978. Subsec. 88(4) formerly read: 


(4) In determining, for the purposes of paragraphs (1)(c) and 
(d), whether control of any corporation has been’ acquired, 
control shall be deemed not to have been acquired by virtue 
of any amalgamation, and any corporation formed as a result 
of any amalgamation shall be deemed to be the same corpora- 
tion as, and a continuation of, its predecessor corporations. 


' Subsec..88(4) added by 1977-78, c..1, subsec. 43(12), applicable 


with respect to corporate wind-ups commencing after March 31, 


1977. 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
_ taxable Canadian corporations. 


Definitions [s. 88]: “acquired” — 256(7)-(9); “acquirer” — 
88(1)(d.2); “adjusted cost base” —- 54, 248(1); “allowable business 
investment loss”, “allowable capital loss” — 38, 248(1); 
“amount” — 248(1);,:“‘arm’s length” — 88(1.7), 251(1); “base pe- 
riod” — 37.1(5), . 88(1.41); “business” — 248(1); “business 
limit” — 125(2)-(S.1), 248(1); “Canadian corporation” — 89(1), 
248(1); “Canadian resource property” — 66(15), 248(1); “capital 
property” — 54, 248(1); “carrying on business” — 253; “cash 
method” ——28(1), 248(1); “class of shares” — 248(6); “control” — 
256(7)-(9); “controlled foreign affiliate” — 95(1), 248(1); “corpo- 
ration” — 248(1), Interpretation Act 35(1); “cost amount” — 
248(1); “depreciable property”: — 13(21), 88(1)(c.4); 248(1); “divi- 
dend” — 248(1); “expenditure’ year” — 88(1)(e.3); “farming” — 
248(1); “farm loss” — 111(8); “fiscal period” — 248(1),.249(2)(b), 
249.1; “foreign affiliate” — 95(1), 248(1); “foreign resource prop- 
erty” — 66(15), 248(1); “ineligible property” — 88(1)(c) [before 
(iii); “investment tax credit” — 127(9), 248(1); “life insurance cap- 
ital dividend” — 83(2.1), 248(1); “limited partnership loss” — 
248(1); “net capital loss”, “non-capital loss” — 111(8), 248(1); 
“parent” — 88(1), (1.1), (1.2); “person” — 248(1); “pre-1972 capi- 
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tal surplus on hand” — 88(2.1), (2.2); “prescribed”, “property” — 
248(1); “qualified expenditure” — 37.1(5), 88(1.41); “restricted 
farm loss” — 31, 248(1); “share”, “shareholder”, “specified future 
tax consequence” — 248(1); “specified person” — 88(1)(c.2); 
“specified shareholder” — 88(1)(c.2)(iii), 248(1); “subsidiary” — 
88(1), (1.1), (1.2); “substitution” — 88(1)(c.3); “tax payable” — 
248(2); “taxable Canadian corporation” — 89(1), 248(1); “taxable 
capital gain” — 38, 248(1); “taxable dividend” — 89(1), 248(1); 
“taxable income” — 2(2), 248(1); “taxation year” — 249; “tax- 
payer” — 248(1); “trust” — 104(1), 108(1). 


1.T. Application Rules [s. 88]: 20(1.2). 


Interpretation Bulletins [s. 88]: IT-188R: Sale of accounts re- 
ceivable; IT-243R4: Dividend refund to private corporations; IT- 
474R: Amalgamations of Canadian corporations. 


88.1 [Repealed] 
Related Provisions: 219.1 — Corporate emigration. 


History: S. 88.1 repealed by 1994, c. 21, s. 41, applicable after 
1992 except that 


(a) where a corporation elects in accordance with para. 
111(4)(a) of 1994, c. 21-(i.e., elects before December 16, 1994 
for new subsec. 250(5.1) to apply in respect of a continuance 
before 1993), the repeal applies to the corporation from the cor- 


poration’s “time of continuation” (within the meaning assigned 
by that para.); and 


(b) where a corporation elects in accordance with para. 
111(4)(b) of 1994, c. 21 (.e., elects before December 16, 1994 
for new subsec. 250(5.1) to not apply), the repeal applies to the 
corporation only after the corporation was. granted the articles 
of continuance or similar constitutional documents in respect of 
which the election was made. 


S. 88.1 formerly read: 


88.1 Corporate emigration — Where at any particular time 
after August 28, 1980 a corporation that was incorporated in 
Canada, other.than a corporation that was not at any time res- 
ident in Canada, 


(a) has been granted articles of continuance, or similar 
corporate constitutional documents, in a jurisdiction 
outside Canada, or 


(b) has become resident in a jurisdiction outside Canada 
and would, as a consequence thereof, be exempt from tax 
under this Part on income from any source outside Can- 
ada derived by it after the particular time by virtue of any 


Act of Parliament or anything approved, made or de- «:. 


clared to have the force of law under any Act of 
Parliament, 


the following rules apply: 


(c) the corporation’s taxation year that would otherwise 
have included the particular time shall be deemed to have 
ended immediately before the particular time and a new 
taxation year of the corporation shall be deemed to have 
commenced at the particular time, 


(d) the corporation shall be deemed not to be a Canadian 
corporation at the particular time and all subsequent 
times, 


(e) each property owned by the corporation immediately 
before the particular time shall be deemed to have been 
disposed of by it immediately before that time for pro- 
ceeds of disposition equal to its fair market value at that 
time and those proceeds shall be deemed to have become 
receivable and to have been received by it immediately 
before ‘that time, 


(f) section 48 does not apply to the corporation for the 
taxation year in which it is deemed by paragraph (e) to 
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have disposed of its property, and 


(g) each property deemed by paragraph (e) to have been 
disposed of by the corporation shall be deemed to have 
been reacquired by it immediately after the particular 
time at a cost equal to the proceeds of disposition of the 
property as determined in that paragraph. 


Pre-RSC History [s. 88.1]: S. 88.1 added by 1980-81-82-83, c. 
48, s. 49, applicable to 1980 et seq. 


Definitions [s. 88.1]: “Canada” — 255; “Canadian corpora- 
tion” — 89(1), 248(1); “corporation” — 248(1); “incorporated in 
Canada” — 248(1)“corporation”; “insurance corporation”, “prop- 
erty” — 248(1); “resident in Canada” — 250; “taxation year” — 


249. 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition and acquisition on ceasing to be or becoming resident in 
Canada. 


89. (1) Definitions — In this subdivision, 


“Canadian corporation” at any time means a cor- 
poration that is resident in Canada at that time and 
was 


(a) incorporated in Canada, or 


(b) resident in Canada throughout the period that 
began on June 18, 1971 and that ends at that time, 


and, for greater certainty, a corporation formed at 
any particular time by the amalgamation or merger 
of, or by a plan of arrangement or other corporate 
reorganization in respect of, 2 or more corporations 
(otherwise than as a result of the acquisition of prop- 
erty of one corporation by another corporation, pur- 
suant to the purchase of the property by the other 
corporation or as a result of the distribution of the 
property to the other corporation on the winding-up 
of the.corporation) is a Canadian corporation be- 
cause of paragraph (a) only if 

(c) that reorganization took place under the laws 

of Canada or a province; and 


(d) each of those corporations was, immediately 

before the particular time, a Canadian 

corporation; 
Related Provisions: 134 — NRO not a Canadian corporation; 
219 — Additional tax on corporations (other than Canadian corpo- 
rations) carrying on business in Canada; 219.1 — Tax when corpo- 
ration ceases to be Canadian corporation; 248(1)“Canadian corpora- 
tion” — Definition applies to entire Act; 248(1)“corporation” — 
meaning of “incorporated in Canada”; 250 — Resident in Canada. 


History: The definition “Canadian corporation” in subséc. 89(1) 
substituted by 1994, c, 21, subsec. 42(1), applicable June 15, 1994. 
That definition formerly read: 


“Canadian corporation” at any time means a corporation that 
was resident in Canada at that time and was 


(a) incorporated in Canada, or 


(b) resident in Canada throughout the period commenc- 
~ ing June 18, 1971 and ending at that time; 
Pre-RSC History: The definition “Canadian corporation” was 
para. 89(1)(a). 


Para. 89(1)(a) substituted by 1977-78, c. 1, subsec. 44(1), applicable 
after December 31, 1978, to delete the following words from the 
end of the para.: 


except that for the purposes of subsection 83(1) a corporation 
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that was incorporated in Canada before April 27, 1965 and 
that was not resident in Canada at the end ‘of 1971. shall be 
deemed not to be a Canadian corporation; 


Interpretation Bulletins: IT-98R2: Investment corporations: IT- 
320R2: Registered retirement savings plan — qualified investments; 
IT-458R: Canadian- controlled private corporation. 


“capital dividend account” of a corporation at any. 


particular time, means the amount, if any, by which 
the total of ie i 


(a) the amount, if any, by Which _ 
(i) the total of all amounts each of which is the 
amount if any, by which 


(A) the amount of a capital gain of the cor- 
poration realized in. the period commenc- 
ing on the first day of the first taxation 
year commencing after the time the corpo- 
ration last became a private ‘corporation 


and ending after 1971, and ending immedi- 


ately before the particular time 
exceeds the total of | 


(By the portion of the capital gain referred 
“to in clause (A) that is the corporation’ S 
taxable capital gain, and 


(C) the portion of the amount, if any, by 
which the amount determined under clause 
(A) exceeds the amount determined under 
clause (B) from the disposition, by it of a 
property that can reasonably be regarded 
as having accrued while the property, or a 
property for which it was substituted, 


(I) except in the case of a disposition of 
a designated property, was a property 
of a corporation (other than a private 


exceeds the total of ~ 
'(B) the part of the capital loss referred to 


in clause (A) that is the i al- 
lowable capital loss, and 


“(C) the portion of the amount, if any, by 


which the amount determined under clause 
(A) exceeds the amount determined under 
clause (B) from the disposition by it of a 


property that can reasonably be regarded 


as having accrued while the property, or a 

property for which it was substituted, 
(I) except in the.case of a disposition of 
a designated property, was a property 
of a corporation (other than a private 
corporation, an investment corporation, 
a mortgage investment corporation or a 
mutual fund corporation), 


(II) where, after November 26, 1987, 
the property became a property of a Ca- 
» nadian-controlled private corporation 
(otherwise than by reason of a change 
. in the-residence of one or more share- 
holders of the corporation), was a prop- 
erty of a corporation controlled directly 
or indirectly, in any, manner whatever 
by. one or more non-resident persons, or 


(Il) where, after November 26, 1987, 
the property became a property of a pri- 

. vate corporation that was not exempt 
from tax. under this Part.on its taxable 
income, was a property of a corporation 
exempt from tax under this Part on its 
taxable income, . 


corporation, an investment corporation, 
‘a mortgage investment corporation or a 
mutual fund corporation), 


(Il) where, after November 26, 1987, 
the property became a property of a Ca- 
nadian-controlled private, corporation 
(otherwise than by reason of a change 
in the residence of one or more share- 
holders of the corporation), was a prop- 
erty of a corporation controlled directly 
or indirectly in any manner whatever 
by one or more non-resident persons, or 


(Il) where, after November 26, 1987, 
the property became a property of a pri- 
vate corporation that. was not exempt 
from tax under this Part on its taxable 
income, was a property of a corporation 
exempt from tax under this Part on its 
taxable income, 


exceeds 


(ii) the total of all amounts each ‘of which is 
the amount, if any, by which | 


(A) the amount of a capital loss of the cor- 
poration realized in that period 


PSI 


(b) all amounts each of which is an amount in re- 
spect of a dividend received by the corporation 
on a share:of.the capital stock of another corpora- 


- tion in the period, which. amount was, by. virtue 


of. subsection 83(2), not included in computing 
the income of the corporation,, 


(c) all amounts each of which is an amount in re- 
spect of a business carried on by the corporation 
at any time in the period, equal to the amount, if 


any, by which the total of 


(i)) where the period commenced before the 
_ corporation’s. adjustment time, the amount, if 
any, by which 


(A) the total of the amounts in respect of 
the business required to be included in the 
calculation of the corporation’ s cumulative 
eligible capital by reason of the description 

_ of E in the definition -“‘cumulative.eligible 
capital” in subsection 14(5)-with respect to 
that portion of the period preceding its ad- 
justment time 


exceeds the total of 


(B) the cumulative eligible capital of the 
corporation in respect of the business at 
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the commencement of the period, and 


(C) '/ of the total of the eligible capital ex- 
penditures in respect of the business that 
were made or incurred by the corporation 
during that portion of the period preceding 
its adjustment time, 


(1i) / of the total of the amounts in respect of 
the business required to be included in the cal- 
culation of the corporation’s cumulative eligi- 
ble capital by reason of the description of E in 
the definition “cumulative eligible capital” in 
subsection 14(5) with respect to that portion 
of the period following its adjustment time, 
and 


(iii) '/3 of all amounts received in the period 
that. were required to be included in the corpo- 
ration’s income by reason. of paragraph 
12(1)@.1) 

exceeds the total of 


(iv) where the period commenced after the 
corporation’s adjustment time, '/3 of its cumu- 
lative eligible capital i respect of the busi- 
ness at the commencement of the period, 


(v) '/4 of the total of the eligible capital ex- 
penditures in respect of the business made or 
incurred by the corporation with respect to 
that portion of the period after its adjustment 
time, 


(vi) where the period commenced before the 
corporation’s adjustment time, '/2 of the 
amount, if any, by which the total of the 
amounts determined in respect of the corpora- 
tion under clauses (1)(B) and (C) exceeds the 
amount determined in respect of the corpora- 
tion under clause (i)(A); and 


(vii) '/; of all amounts deducted by the corpo- 
ration under subsection 20(4.2) in respect of 
debts established by it to have become bad 
debts during the period, 


(d) the amount, if any, by which the total of 


(i) all amounts each of which is the proceeds 
of a life insurance policy of which the corpo- 
ration was a beneficiary on or before June 28, 
1982 received by the corporation in the period 
and after 1971 in consequence of the death of 
any person, and 


(ii) all amounts each of which is the proceeds 
of a life insurance policy of which the corpo- 
ration was not a beneficiary on or before June 
28, 1982 received by the corporation in the 
period and after May 23, 1985 in consequence 
of the death of any person 


exceeds the total of all amounts each of which is 
the adjusted cost basis (within the meaning as- 
signed by subsection 148(9)) of a policy referred 
to. in subparagraph (i) or (11) to the corporation 
immediately before that person’s death, and 
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(e) the amount of the corporation’s life insurance 
capital dividend account immediately before May 
24, 1985, 


exceeds the total of all capital dividends that became 
payable by the corporation after the commencement 
of the period and before the particular time; 


Related Provisions: 83(2) — Election to pay capital dividend out 
of capital dividend account; 83(2.3) — Life insurance proceeds in- 
cluded under 89(1)*capital dividend account’(d); 87(2)(z.1) — 
Amalgamations — rules applicable — capital dividend account: 
88(2)(a) — Winding-up of a Canadian corporation; 89(1.1) — Cap- 
ital dividend account where control acquired; 89(1.2) — Capital 
dividend account where corporation ceases to be exempt; 89(2) — 
Where corporation is beneficiary; 104(20) — Flow-through of capi- 
tal dividend through trust; 131(11)(e) — Rules re prescribed labour- 
sponsored venture capital corporations; 141.1 — Insurance corpora- 
tion deemed not to be private ‘corporation; 248(5) — Substituted 
property; 248(8) — Occurrences as a consequence of death; 
256(5.1) — Controlled directly or indirectly — control in fact. 


History: That portion of cl. (a)(i)(c) and of (a)(ii)(C) preceding 
subcl. (II) of each in the definition “capital dividend account” in 
subsec. 89(1) amended by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 
67(1), (2), to substitute “the disposition by it of a property” for “the 
disposition by it of a property, other than a designated property” in 
that portion preceding subcl. (1), and to add “except in the case of a 
disposition of a designated property” in subcl. (1), applicable to tax- 
ation years ending after November 26, 1987. 

Pre-RSC History: The definition “capital dividend account” was 
para. 89(1)(b). See-Table of Concordance. 

Subpara. 89(1)(b)(i) substituted by 1988, c. 55, subsec. 62(1), appli- 
cable in taxation years ending after November 26, 1987, except that 
sub-subcls. 89(1)(b)G)(A)(I)2. and 3. and (B)(IL)2: and 3., are ap- 
plicable with respect to dispositions occurring after November 26, 
1987. Subpara. 89(1)(b)(i) formerly read: 


(i) 2 of the amount, if any, by which 


(A) the amount, if any, by which 


(1) the aggregate of the capital gains of the corpora- 
tion for the period commencing on the first day of 
the first taxation year commencing after the time the 
corporation last became a private corporation and 
ending after 1971, and ending immediately before 
the particular time, 


exceeds: 


(II) the aggregate of all amounts each of which is the 
portion of a capital gain referred to in subclause (1) 
from the disposition by it of a property, other than a 
designated property, that may reasonably be regarded 

_ as having accrued while the property, or a property 
for which it was substituted, was a property of a cor- 
poration other than a private corporation, an invest- 
ment corporation, a mortgage investment corporation 
or a mutual fund corporation 


exceeds 
(B) the amount, if any, by which 


(1) the aggregate of the capital losses of the corpora- 
tion for that period, 


exceeds 


(IL) the aggregate of all amounts each of which is the 
portion of a capital loss referred to in subclause (I) 
from the disposition by it of a property, other than a 
designated property, that may reasonably be regarded 
as having accrued while the property, or a property 
for which it was substituted, was a property of a cor- 
poration other than a private corporation, an invest- 
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ment corporation, a mortgage investment corporation 
or a mutual fund corporation, . 


Subpara. 89(1)(b)(iii) substituted by 1988, c. 55, subsec. 62(2), ap- 
plicable after June 17, 1987 except that, with respect to amounts 
included in the calculation of a corporation’s income by reason of 
para. 12(1)(i.1) or subsec. 20(4.2), relating ‘to an amount owing in 
respect of a disposition of property occurring in a taxation year of 
the corporation commencing before’ July 1988, cls. 89(1)(b)G1i)(C) 
and (G) shall be read without reference to the words ““¥3.of’. Sub- 
para. 89(1)(b)(Gii) formerly read: 


(iii) all amounts each of which is an amount. in respect of a 
business carried on by the corporation at any time in the pe- 
riod, equal to the amount, if any, by which 


(A) the aggregate of the eligible capital amounts (within 
the meaning assigned by subsection 14(1)) in respect of 
the business that became payable to the corporation in the 
period : 

exceeds the aggregate of 


(B) the cumulative eligible capital of the corporation in 
respect of the business at the commencement of the pe- 
riod, and 


(C) 2 of the aggregate of the eligible capital expenditures 
in respect of the business that were. made or incurred by 
the corporation in the period, ‘ 


Subpara. 89(1)(b)(iv) substituted and subpara. 89(1)(b)(v) added, by 
1986, c. 6, subsec. 48(1), applicable after May 23, 1985. Subpara. 
89(1)(b)(iv) formerly read: 


(iv) the amount, if any, by which 


(A) the aggregate of all amounts each of which is the pro- 
ceeds of a life insurance policy of which the corporation 
was a beneficiary on or before June 28, 1982 received by 
the corporation: in the period and after 1971 in) conse- 
quence of the death of any person whose life was insured 
under the policy, 


exceeds 


(B) the aggregate of all amounts each of which is the ad- 
justed cost basis of the policy (within the meaning of par- 
agraph 148(9)(a)) to the corporation immediately before 
that person’s death, A 
Subcls. 89(1)(b)(i)(A)(D and (B)(ID) substituted. by 1984, c..1, sub- 
secs. 40(1), (2), to add “an investment corporation, a mortgage in- 
vestment corporation or a mutual fund corporation”, applicable with 
respect to dispositions occurring after November 12, 1981. 


Subparas. 89(1)(b)(i), Gv) substituted by 1980-81-82-83, c. 140, - 


subsecs. 54(1), (2), applicable, as to subpara. 89(1)(b)@), with re- 

spect to dispositions occurring after November 12, 1981, and, as to 

subparas. 89(1)(b)(i), (iv), after June 28, 1982. Subparas. 

89(1)(b)(i), (iv) formerly read: ; 
(i) of the amount, if any; by which the aggregate of the 
capital gains of the corporation, for the period commencing 
on the first day of the first:taxation year commencing after the 
time the corporation last became a private corporation and 
ending after 1971, and ending immediately before the particu- 
lar time, exceeds the aggregate ofits capital losses for that 
period, ast Le 


(iv) the amount, if any, by which 


(A) the proceeds of any life insurance policy received by 
the corporation in the period and after 1971 in conse- 
quence of the death of any person whose life was insured 
under the policy, 


exceeds 


(B) the adjusted cost basis of the policy (within’ the 
meaning of paragraph 148(9)(a)) to the corporation im- 
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mediately before that’ person’s death, 


Cl. 89( 1)(b)(iv)(B) substituted by 1977-78, c. 1, subsec. 44(2), ap- 
plicable with respect to life insurance proceeds received after March 
31, 1977. Cl. 89(1)(b)(iv)(B) formerly read: 

(B) all amounts paid as or on account of premiums paid under 

the policy, 10 erelgertingl 
Para. 89(1)(b)(i) substituted by 1974-75-16, c. 26, subsec. 53(1), ap- 
plicable to 1972 et, seq. . Ey CF 
I.T. Application Rules: 32.1(4) (where dividend paid or payable 
before May 7, 1974). ‘. 1 
Interpretation Bulletins: IT-66R6: Capital dividends IT-123R4: 
Disposition of eligible capital property; IT-123R5: Transactions .in- 
volving eligible capital property; IT-138R: Computation and_flow- 
through of partnership income; IT-149R4: Winding-up dividend; 
IT-430R3: Life insurance proceeds received by a private corpora- 
tion or a partnership as a consequence of death; IT-484R2: Business 
investment losses. . 


Advance Tax Rulings: ATR-54: Reduction of paid-up capital. 


“designated property” means | 
(a) any property of a private corporation that last 
became. a private corporation before November 
13, 1981 and that was acquired by it 


(i) before November 13, 1981, or 


(ii) after November 12, 1981 pursuant to an 
agreement in writing entered into on or before 
that: date. ¢s2. ) ‘ 
(b) any property of a private corporation that was 
acquired by it from another private corporation 
.. with whom the private corporation was not deal- 
ing at arm’s length (otherwise than by virtue of a 
right referred ‘to’ in paragraph 251(5)(b)) at the 
time the property was acquired, where the prop- 
erty was a designated property of the other pri- 
vate corporation, 
(c) a share acquired by a private corporation in a 
transaction to which section 51, subsection 85(1) 
or section 85:1; 86 or 87 applied in exchange for 
another share that was a designated property of 
the corporation, or tesa 


(d) a replacement property (within the meaning 
assigned by section 44) for a designated property 
disposed of by virtue of an event referred to in 
paragraph (b), (c).or (d) of the definition “pro- 
ceeds of disposition” in section 54; 
Related Provisions: 89(1)‘capital dividend account”(a)(i)(E)(1), 
89(1)capital dividend account”(a)(ii)(C)(1) — Application to capi- 
tal dividend account; 129(4.3) — Application of definition to s, 129. 
Pre-RSC History: The definition “designated property’ was 
para, 89(1)(b.1). See Table of Concordance. : 
Para. 89(1)(b.1) substituted by 1985, c. 45, subsec: 44(1), applicable 
after November 12, 1981. Para. 89(1)(b.1) formerly read: 


(b.1) “designated property” — “designated property” means 
any particular property of a corporation that last became a 
private corporation before November 13, 1981 and that was 
acquired by it ,' ; 
(i) before November 13, 1981, or 
(ii) after November 12, 1981 pursuant to an agreement in 
writing entered into on or before that date, 


or a replacement property (within the meaning assigned by 
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section 44) for any such particular property disposed of by 
virtue of an event referred to in subparagraph 54(h)(ii), (iii) or 
(iv); 
Para. 89(1)(b.1) added by 1980-81-82-83, c. 140, subsec, 54(3), ap- 
plicable after November 12, 1981. 
Interpretation Bulletins: IT-66R6: Capital dividends; IT-243R4: 
Dividend refund to private corporations. 


“life insurance capital dividend account [para. 
89(1)(b.2)]”? — [Repealed under former Act] 
Pre-RSC History: Para. 89(1)(b.2) repealed by 1986, c. 6, subsec. 
48(2), applicable after May 23, 1985. Para: 89(1)(b.2) formerly 
read: 
(b.2) “life insurance capital dividend account” — “life in- 
surance capital dividend account” of a corporation at any par- 
ticular time means the amount, if any, by which the aggregate 
of 
(i) the amount, if any, by which 


(A) the aggregate of all amounts each of which is the 
proceeds of a life insurance policy of which the cor- 
poration was not a beneficiary on or before June 28, 
1982 received as a consequence of the death of a per- 
son whose life was insured under the policy ve the 
corporation in the period: 


(1) commencing on the first day of the first taxa- 
tion year commencing after the time the corpora- 
tion last became a private corporation and end- 
ing after 1971, and 
(II) ending immediately before the particular 
time 
exceeds 
(B) the aggregate of all amounts each of which is the 
adjusted cost basis (within the meaning assigned by 
paragraph 148(9)(a)) to the corporation immediately 


before that person’s death of a policy referred. to in 
clause (A), and 


(i1) all amounts each of which is an amount in respect of 
a dividend received by the corporation on a share of the 
capital stock of another corporation in the period, which 
amount was, by virtue of subsection 83(2.1), not included 
in computing the income of the corporation, 


exceeds 
(iii) the aggregate of all amounts each of which is a life 
insurance capital dividend that became payable by the 


corporation after the commencement of the period and 
before the particular time; 


Para. 89(1)(b.2) added by 1980-81-82-83, c. 140, subsec. 
54(3), applicable after June 28, 1982. 


‘paid-up capital’ at any particular time means, 


(a) in respect of a share of any class of the capital 
stock of a corporation, an amount equal to the 
paid-up capital at that time, in respect of the class 
of shares of the capital stock of the corporation to 
which that share belongs, divided by the number 
of issued shares of that class outstanding at that 
time, 


(b) in respect of a class of shares of the capital 
stock of a corporation, 


(i) where the particular time is before May 7, 
1974, an amount equal to the paid-up capital 
in respect of that class of shares at the particu- 
lar time, computed without reference to the 
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provisions of this Act, 


(ii) where the particular time is after May 6, 
1974, and before April 1, 1977, an amount 
equal to the paid-up capital in respect of that 
class of shares at the particular time, com- 
puted in accordance with the Income Tax Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read on March 31, 1977, and 


(iii) where the particular time is after March 
31, 1977, an amount equal to the paid-up capi- 
tal in respect of that class of shares at the par- 
ticular time, computed without reference to 
the provisions of this Act except subsections 
51(3) and 66.3(2) and (4), sections 84.1 and 
84.2, subsections 85(2.1), 85.1(2.1), 86(2.1), 
87(3) and (9), 128.1(2) and. (3), 138(11.7), 
192(4.1) and 194(4.1) and section 212.1, 


except that, where the corporation is a coopera- 
tive corporation (within the meaning assigned by 
subsection 136(2)) or a credit union and the stat- 
ute by or under which it was incorporated does 
not provide for paid-up capital in respect of a 
class of shares, the paid-up capital in respect of 
that class of shares at the particular time, com- 
puted without reference to the provisions of this 
Act, shall be deemed to be the amount, if any, by 
which 

(iv) the total of the amounts received by the 

corporation in respect of shares of that class 

issued and outstanding at that time 


exceeds 


(v) the total of all amounts each of which is an 

_ amount or part thereof described in subpara- 
graph (iv) repaid: by the corporation to persons 
who held any of the issued shares of that class 
before that time, and 


(c) in respect of all the shares of the capital stock 
of a corporation, an amount equal to the total of 
all amounts each of which is an amount equal to 
the paid-up capital in respect of any class. of 
shares of the capital stock of the RED at 
the particular time; 


Related Provisions: 51(3) — Exchange of convertible property; 
66.3(2) — Exploration and development shares — deductions from 
paid-up capital; 66.3(4) — Paid-up capital; 84.1 —- Non-arm’s 
length sales of shares; 84.2 — Computation of paid-up capital in re- 
spect of particular class of shares; 85(2.1) — Transfer of property to 
corporation by: shareholders — computation of paid-up capital; 
85.1(2.1) — Share for share exchange — computation of paid-up 
capital; 86(2.1) — Internal reorganization; 87(3) — Computation of 
paid-up capital; 87(3.1) — Election for non-application of 87(3); 
87(9)(b) — Rules applicable re certain mergers; 128.1(2), (3) — 
Corporation becoming resident in Canada; 138(11.7) — Insurance 
corporations — computation of paid-up capital; 192(4.1), 
194(4.1) — Computing paid-up capital after SPTC or SRTC desig- 
nation; 212.1 — Non-arm’s length sales of shares by non-residents; 
248(1)“paid-up capital” — Definition applies’ to entire Act; 
248(6) — Series of shares. 


History: Subpara. (b)(iii) of the definition “paid-up capital” in sub- 
sec, 89(1) substituted by 1994, c. 21, subsec. 42(2), applicable to 
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determinations of paid-up capital after August 1992, except that, in 
applying the subpara. before 1993, it shall be read without reference 
to “128.1(2) and (3)”. That subpara. formerly read: 


(iii) where the particular time is after March 31, 1977, an 
amount equal to the paid-up capital in respect of that class of 
shares at the particular time, computed without reference to 
the provisions of this Act except subsections 66.3(2) and (4), 
sections 84.1 and 84.2, subsections 85(2.1), 85.1(2.1), 87(3) 
and (9), 138(11.7), 192(4.1) and 194(4.1) and section 212.1, 


That portion of para. (b) of “paid-up capital” following subpara. (1i1) 
added by 1994, 'c. 7, Sch. II (1991, c. 49), subsec. 67(3), applicable 
after 1988. 

Pre-RSC History: The definition “paid-up capital” was para. 
89(1)(c). See Table of Concordance. 


Cl. 89(1)(c)Gi)(C) amended by. 1988, c. 55, subsec. 62(3), to add 
reference to subsec. 138(11.7), applicable after December 15, 1987. 


Cl. 89(1)(c)(i)(C) substituted by 1987, c. 46, s: 31,,to add reference 
to subsecs. 66.3(4) and 85.1(2.1), applicable after February 17, 
1987." 

Cl. 89(1)(c)(ii)(C) amended by 1986, c. 6, subsec. 48(3), applicable 
after May 23, 1985, to substitute “subsection 66.3(2), sections 84.1 
and 84.2, subsections 85(2.1), 87(3), 87(9), 192(4.1) and 194(4.1) 
and section 212.1, and” for “sections 84.2 and 212.1 and subsec- 
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property ity 
that cannot reasonably be regarded as a gift 
made to or for the benefit of any other share- 
holder of the corporation ; 


exceeds 


(I) the portion of the portion determined under . 
subclause (I) that has otherwise been included in 
the paid-up capital in respect of that or any other 
class of shares of the capital stock of the 
corporation, 


exceeds the aggregate of 


(D) all amounts each of which is an amount in re- 
spect of the redemption, acquisition or cancellation 
in any manner whatever, before that time, of a share 
of that class by the corporation equal to the amount, 
if any, by which. . fi 
(I) the paid-up capital in respect of that share im- 
mediately before such redemption, acquisition or 
cancellation 


“exceeds 


(II) the reduction in the amount of the paid-up 
capital referred to in clause (A) by virtue of such 


tions 87(3) and 87(9), and”. 


Cl. 89(1)(c)(ii)(C) substituted by 1979, c..5, subsec. 30(1), applica- 


ble to 1978 et seq., adding reference to subsec. 87(9). 


Para. 89(1)(c) substituted by 1977-78, c. 1, subsec. 44(3), applicable 


after March’31; 1977. Para. 89(1)(c) formerly read: 


(c) “paid-up capital” at any particular time means, 


(i) in respect of a share of any class of the capital stock of 
a corporation, an amount equal to the paid-up capital at 
that time, in respect of the class of shares of the capital 
stock of the corporation to which that share belongs, di- 
vided by the number of issued shares of that class out- 
standing at that time, | 


(ii) in respect of a class of shares of the capital stock of a 


of 


corporation, the amount, if any, by which the aggregate 


(A) an amount equal to the paid-up capital in respect 
of that class of shares at that time, determined with- 
out reference to this subparagraph, 


(B) all amounts each of which is an amount in re- 
spect of the issue of any share of that class by the 
corporation before that time equal to the amount, if 
any, by which 


(I) the fair market value, at the time that share 
was issued, of the consideration received by the 
corporation for the issue of that share 


exceeds 


(II) the amount by which the paid-up capital re- 
ferred to in clause (A) was increased by virtue of 
the issue of that share, and 


(C) all amounts each of which is the amount by 
which 


(1) that portion of the amount, if any, by which 


1. any contribution of property (other than 
eligible capital property) before that time to 
the corporation by a shareholder who owned 
shares of that class 


exceeds 


2. any consideration given by the corpora- 
tion in respect of that contribution of 


redemption, acquisition or cancellation, 


(E) all.amounts each of which is an amount in re- 
spect of a reduction of the paid-up capital of that 
class, before that time, otherwise than by way of re- 
demption, acquisition or cancellation of shares of 
that class equal to the amount, if any, by which 


(1) the amount paid by the corporation on the re- 
duction of the paid-up capital 


exceeds 


(II) the reduction ‘in the amount of the paid-up 
capital referred to in clause (A) by virtue of such 
reduction, and 


(F) all amounts each of which is the amount of a div- 
idend that the corporation would, but for this clause, 
have been deemed, by subsection 84(1), to have paid 
before that time on an increase in the paid-up capital 
of that class of shares other than an increase on the 
issue of a share of that class or by virtue of the amal- 
gamation of two or more corporations, and 


(iii) in respect of all the shares of the capital stock of a 
corporation, an amount equal to the aggregate of all 
amounts each of which is an amount equal to, the paid-up 
capital in respect of any class of shares of the capital 
stock of the corporation. at the particular time; 


Para. 89(1)(c) substituted by 1974-75-76, c. 26, subsec. 53(2), appli- 
cable for the purposes of computing the paid-up capital of a corpo- 
ration at the end of its 1971 taxation year and at any time after May 
6, 1974. Para. 89(1)(c) formerly read: 


(c) “paid-up capital” in respect of a share of any class of the 
capital stock of a corporation at any particular time means an 
amount equal to the paid-up capital of the corporation at that 
time that is represented by the shares of the class to which 
that share belongs, divided by the number of issued shares of 
that class then outstanding;. 

1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 

148 of the Revised Statutes of Canada, 1952”). 

Interpretation Bulletins: IT-88R2: Stock dividends; IT-463R2: 

Paid-up capital; IT-489R: Non-arm’s length sale of shares to a 

corporation. 

Advance Tax Rulings: ATR-27: Exchange and acquisition of 


interests in capital properties through rollovers and winding-up 
(“butterfly”); ATR-28: Redemption of capital stock of family farm 
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corporation; ATR-35: Partitioning of assets to get specific owner- 
ship — “butterfly”; ATR-54: Reduction of paid-up capital. 


“paid-up capital deficiency [para. 89(1)(d)]” and 
‘paid-up capital limit [para. 89(1)(e)]’’ — [Re- 
pealed under former Act] 


Pre-RSC History: Paras. 89(1)(d), (e) repealed by 1977-78, c. 1, 
subsec. 44(3), applicable after March 31, 1977. Paras. 89(1)(d), (e) 
formerly read: 
(d) “paid-up capital deficiency” — “paid-up capital defi- 
ciency” of a corporation at any particular time after May 6, 
1974 means the amount, if any, by which the aggregate of 


(i) the amounts determined under subparagraphs (1)(x11) 
and (xiii) in respect of the corporation, 


(ii) all amounts determined under subparagraphs (1)(xiv), 
(xv) and (xviii) in respect of the corporation at the partic- 
ular time, 


(iii) all amounts each of which is an amount equal to the 
paid-up capital at the particular time in respect of a share 
of the capital stock of the corporation issued after 1971 
that was received by a person as described in subsection 
35(1) if that person, or that person together with other 
persons with whom he does not deal at arm’s length, con- 
trolled the corporation directly or indirectly in any man- 
ner whatever immediately after the time the share was 
issued, 


(iv) where subsection 85(1) or (2) has been applicable in 
respect of any disposition of property (other than a dispo- 
sition after May 6, 1974 and before November 19, 1974) 
to the corporation before the particular time, the amount, 
if any, by which 


(A) the amount by which any increase, by virtue of 
the disposition, in the paid-up capital of the corpora- 
tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets (determined as though 
the value of any property so transferred were its cost 
to the corporation for the purposes of this Part and as 
though this Part were read without reference to sub- 
section 85(5)) less its liabilities, 


exceeds 


(B) the amount by which any increase, by virtue of 
the disposition, in the paid-up capital of the corpora- 
tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets less its liabilities, and 


(iv.1) where the particular time is after November 18, 
1974 and where at any time before the particular time the 
corporation issued any shares of its capital stock as con- 
sideration for the purchase of shares of the capital stock 
of a second corporation. and, 


(A) at any time béfore those shares were so issued, 
any particular person, or the group of persons to~ 
whom those shares were issued, 


(1) controlled the second corporation, directly or 
indirectly in any manner whatever, or 


(II) beneficially owned shares of the capital 
stock of the second corporation representing 
more than 50% of its paid-up capital, and 


(B) at any time before the particular time, the partic- 
ular person, or group of persons referred to in clause 
(A), ) 
(I) controlled the corporation directly or indi- 
rectly in any manner whatever, , 


(II) beneficially owned shares of the capital 
stock of the corporation representing more than 
50% of its paid-up capital, or 
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(IIT) held an amount of debt payable by the cor- 
poration that exceeded the paid-up capital of the 
corporation, at a time when shares of the capital 
stock of the corporation representing more than 
50% of its paid-up capital were beneficially 
owned by 


1. that particular person, 
2. that group of persons, 


3. persons related to that particular person or 
any member of that group of persons, or 


4. any combination of persons referred to in), 
this subclause, 


all amounts each of which is an amount in respect of any. 
shares so issued at any given time equal to the amount, if 
any, by which the lesser of 


(C) subject to subsection 89(6), the increase in the _ 
paid-up capital of the corporation by virtue of the is- 
sue of those shares (on the assumption that paragraph 
(c) applied on the issue of those shares) and 


(D) the amount, if any, by which the aggregate of the 
increase in the paid-up capital of the corporation by 
virtue of the issue of those shares (on the assumption 
that paragraph (c) applied on the issue of those 
shares) and the fair market value at that time of any 
other consideration given by the corporation at that 
time for the purchase of the shares of the second cor- 
poration exceeds the lesser of 


(1) the paid-up capital limit of the second corpo- 
ration at that time or on November 18, 1974 
where that day is later, and 


(II) the aggregate of all amounts each of which is 
the paid-up capital at that time of each share of 
the second corporation so purchased at that time 
(on the assumption that paragraph (c) applied at 
that time) 


exceeds the aggregate of 


(E) the amount of any dividend that the corporation 
is deemed by virtue of subsection 84(1) to have paid 
as a result of the issue of those shares, and 


(F) the amount determined under subparagraph (iv) 
in respect of the corporation as a result of the issue of 
those shares, 


exceeds the aggregate of 


(v) the tax equity of the corporation at the end of its 1971 
taxation year, 


(vi) all amounts determined under subparagraphs (1)(ii) to 
(x) in respect of the corporation at the particular time, 


(vii) all amounts each of which is an amount deemed by 
subsection 84(2), (3) or (4) to be a dividend paid before 
the particular time by the corporation on shares of any 
class, to the extent of the amount, if any, by which the 
paid-up capital in respect of the shares of that class at the 
time the dividend was paid exceeds the paid-up capital 
limit of the corporation at the time the dividend was paid, 


(viii) all amounts each of which is an amount in respect 
of a reduction of the paid-up capital of the corporation 
after its 1971 taxation year.and before the particular time, 
equal to the amount, if any, by which the amount of the 
reduction exceeds the aggregate of amounts paid by it to 
its shareholders on the reduction, 


(ix) all business losses (within the meaning of this Act as 
it read in its application to the 1971 taxation year) sus- 
tained by the corporation in taxation years ending before 
1972, to the extent that such losses have been deducted 
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under paragraph 111(1)(a) or (c)-from the corporation’s 
income for any taxation year ending after 1971 and 
before the particular time, and 4 


(x) all amounts each of which is an amount in respect of 
any purchase by the corporation before the particular 
time of any shares of its capital stock in respect of which 
tax under section 181 is payable by it, equal to the 
amount, if any, by which the amount described in para- 
graph 181(1)(a) in respect of the purchase exceeds the 
amount described in paragraph 181(1)(b) in respect 
thereof; ; 
(e) “paid-up capital limit” — “paid-up capital limit” of a cor- 
poration at any particular time means the amount, if any, by 
which: the paid-up capital! capital-of the corporation at that 
time in respect of all of the shares of its.capital stock exceeds 
the corporation’s paid-up capital deficiency at that time; 


All that portion of para. 89(1)(d) preceding subpara. (v), subparas. 
89(1)(d)(vi), (ix) substituted by. 1974-75-76, :c. 26, subsecs. 
53(3)-(5), applicable in computing paid-up capital deficiency after 
May 6, 1974. That portion, subparas. 89(1)(d)(vi), (ix) formerly 
read: | zs ed 
(d) “paid-up capital deficiency” of a corporation at any partic- 
ular time means the amount, if any, by which the aggregate of 
(i) the amounts determined under subparagraphs (1)(v) 
and (vi) in respect of the corporation, 


(ii) all amounts determined under subparagraphs (1)(vii) 
and. (viii) in respect of the corporation at the particular 
time, 


(iii) the paid-up capital at the particular time in respect of 
any shares of the capital stock of the corporation issued 
after 1971 that were received by a person as described in 
subsection 35(1), and 


(iv) where subsection 85(1) or (2) has been applicable in 
respect of any disposition of property to the corporation 
before the particular time} the amount, if any, by which 


(A) the amount by which any increase, by virtue of 
the disposition, in the paid-up capital of the corpora- 
tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets (determined as though 
the value of any property so transferred were its cost 
to the corporation for the purposes of this Part and as 

. though this Part:were read: without reference to sub- 
section 85(5)) less its liabilities, 


exceeds, 
-(B) the amount by which any increase, by virtue of 
the disposition, in the paid-up capital of the corpora- 
“tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets less its liabilities, 


exceeds the aggregate of 


(vi) all amounts, determined under subparagraphs (I)(ii), 
(iii), (iv). and (iv.1) in respect of the corporation at the 
particular time, 


we eee 


it read in its application to the 1971 taxation year) sus- 
‘tained by the corporation in taxation years ending before 
1972, to the extent that such losses: have been deducted 
under paragraph 111(1)(a) from the corporation’s income 
for any taxation year ending after 1971 and before the 
particular time, and 


“private corporation” at any particular time means 


a corporation that, at the particular time, is resident 


in Canada, is not a public corporation and is not con- 
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trolled by one or more public corporations, (other 
than prescribed venture capital corporations) or pre- 
scribed federal. Crown corporations or by any combi- 
nation thereof and, for greater certainty, for the pur- 
poses of determining at any particular time when a 
corporation last became a private corporation, 


(a) a corporation that was a private corporation at 
the commencement of its 1972 taxation year and 
thereafter without interruption until the particular 
time shall be deemed to have last become a pri- 
vate corporation at the end of its 1971 taxation 
year, and 


_ (b),a corporation incorporated after 1971 that was 
a private corporation at the time of its incorpora- 
tion and thereafter without interruption until the 
particular time shall be deemed to have last be- 
come a private corporation immediately before 
the time of its incorporation; : 
Related Provisions: 27(2) — Crown corporations; 134 — NRO 
deemed not private corporation; 136(1) — Cooperative corporation 
not private corporation; 137(7) — Credit union not private corpora- 
tion; 13721(6) —+ Deposit insurance corporation not private: corpora- 
tion; 141,1 — Insurance corporation not private corporation for cer- 
tain purposes; 186(5) — Subject corporation deemed private 
corporation for certain purposes; 227(16) — Municipal or provin- 
cial corporation deemed not private corporation for Part IV tax; 
248(1)“private corporation”: — Definition applies to entire Act, 
250,— Resident in Canada... , 
History: That portion of the definition:“private, corporation” pre- 
ceding para. (a) substituted by 1994, c. 7,Sch. II (1991, c..49), sub- 
sec. 67(4), applicable after July 13, 1990. That portion formerly 
read: . 
“private corporation” at any particular time means a corpora- 
tion that, at the particular time, was resident-in Canada, was 
not a public corporation, and was not controlled by one or 
more public corporations and for greater certainty for the pur- 
poses of determining, at any particular time, when a corpora- 
tion last became a private corporation, 
Pre-RSC History: The definition “private corporation” was para. 
89(1)(f)- 
Para. 89(1)(f) amended by 1988, c. 55, subsec. 62(4), to substitute 
“controlled by one or more public corporations” for “controlled, di- 
rectly or indirectly in any manner whatever, by one or more public 
corporations;” applicable to taxation years commencing after 1988. 
Regulations: 6700 (prescribed venture capital corporation); 7100 
(prescribed. federal Crown corporation). 
1.T. Application Rules: 50(1) (status of corporation in 1972 taxa- 
tion year). 
Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-391R: Status of corporations; IT-458R: Canadian- 
controlled private corporation. 


“public corporation” at any particular time means a 
corporation that was resident in Canada at the partic- 
ular time, if 
(a) at the particular time, a class, orsclasses) of 
shares of the capital stock of the corporation were 
listed on a prescribed stock exchange in Canada, 
(b) at any time after June 18, 1971 and 
(i) before the particular time, it elected in pre- 
scribed manner to be a public corporation, and 
at. the. time of the election it complied with 
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prescribed conditions relating to the number 
of its shareholders, dispersal of ownership of 
its shares, public trading of its shares and size 
of the corporation, or 


(ii) before a day 30 days before the particular 
time, it was, by notice in writing to the corpo- 
ration, designated by the Minister to be a pub- 
lic corporation, and at the time it was so des- 
ignated it complied with the conditions 
referred to in subparagraph (i), 


unless subsequent to the election or designation, 
as the case may be, and before the particular 
time, it ceased to be a public corporation by vir- 
tue of paragraph (c), or 


(c) at any time after June 18, 1971 and before the 
particular time, it was a public corporation, un- 
less after the time it last became a public corpora- 
tion and 


(i) before the particular time, it elected in pre- 
scribed manner not to be a public corporation, 
and at the time it so elected it complied with 
prescribed conditions relating to the number 
of its shareholders, dispersal of ownership of 
its shares and public trading of its shares, or 


(11) before'a day 30 days before the particular 
time, it was, by notice in writing to the corpo- 
ration, designated by the Minister not to be a 
public corporation, and at the time it was so 
designated it complied with the conditions re- 
ferred to in subparagraph (i), 


in which case it shall be deemed thereupon to 
have ceased to be a public corporation, 


except that where a corporation’s first taxation year 
ended after 1971 and the corporation has, after 1971 
and on or before the day on or before which it was 
required by section 150 to file its return of income 
for that year, become a public corporation, it shall, if 
it so elected in that return, be deemed to have been a 
public corporation from the commencement of that 
year until the day on which it so became a public 
corporation; ) 
Related Provisions: 13(27)(f) — Restriction on deduction before 
available for use; 87(2)(ii) — Amalgamations — public corpora- 
tion; 130.1(5) — Mortgage inyestment corporation deemed: to be 
public corporation; 141 —.Life insurance corporation deemed to be 
public corporation; 248(1)“public corporation” — Definition ap- 
plies to entire Act; 250 — Resident in Canada. 

Pre-RSC History: The definition “public corporation” was para. 
89(1)(g). See Table of Concordance. 

All that portion of para. 89(1)(g) following clause (iii)(B) substi- 
tuted by 1973-74, c. 14, subsec. 28(1), applicable to 1972 et seq. 
Regulations: 3200 (prescribed stock exchange); 4800, 4803 (pre- 
scribed conditions). ry 


1.T. Application Rules: 50 (status of corporation in 1972 taxation 
year). | 

Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
176R2: Taxable Canadian property — interests in and options on 
real property and shares; IT-320R2: Registered retirement savings 
plan — qualified investments; IT-391R: Status of corporations; IT- 
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458R: Canadian-controlled private corporation. 


Forms: T2067: Election not to be a public corporation; T2073: 
Election to be a public corporation. 


“tax equity [para. 89(1)(h)]” — [Repealed under 
former Act] 


Pre-RSC History: Para. 89(1)(h) repealed by 1977-78, c. 1, sub- 
sec. 44(4), applicable after December 31, 1978. Para. 89(1)(h) for- 
merly read: 


(h) “tax equity” — “tax equity” of a corporation at the end of 
its 1971 taxation year means the amount, if any, by which the 
aggregate of all amounts each of which is 


(i) an amount in respect of depreciable property of a pre- 
scribed class owned by the corporation immediately after 
that time, equal to the undepreciated capital cost thereof 
to the corporation at that time, 


(i1) an amount in respect of any other depreciable prop- 
erty owned by the corporation at that time, equal to the 
amount by which 


(A) the actual cost of the property to the corporation, 
or the amount at which it was deemed to have ac- 
quired the property under subsection 20(6) of this 
Act as it read in its application to the 1971 taxation 
year, as the case may be, 


exceeds 


(B) the aggregate of amounts in respect of the cost of 
the property that were allowed under paragraph 
11(1)(a) of this Act as it so read in computing the 
income of the corporation for taxation years ending 
before 1972, 


(ii.1) an amount in respect of a government right or an 
original right in respect of a government right (within the 
meanings assigned by section 21 of the Income Tax Ap- 
plication Rules, 1971) held by the corporation at that 
time equal to the aggregate of all amounts each of which 
is an outlay or expenditure described in subparagraph 
21(1)(b)Gi) of the Income Tax Application Rules, 1971 
made or incurred by the taxpayer for the purpose of ac- 
quiring the right, 


(iii) an amount in respect of any capital property (other 
than depreciable property) owned by the corporation at 
that time equal to 


(A) in the case of capital property to which either 
subsection 26(15) or (17) of the Income Tax Applica- 
tion Rules, 1971] applies, the amount determined 
under whichever of those subsections is applicable to 
be the actual cost of the property to the taxpayer, and 


(B) in the case of any other capital property, its cost 
to the corporation (determined without reference to 
the Income Tax Application Rules, 1971) minus any 
amounts in respect of the cost thereof deducted in 
computing the income of the corporation under this 
Part for any taxation year ending before 1972, 


(iv) an amount in respect of property owned by the cor- 
poration and described in its inventory at that time equal 
to its value, at that time, for the purposes of computing 
the income of the corporation under Part I of this Act as 
it read in its application to the 1971 taxation year, 


(v) the amount of any debt owing to the corporation 
(other than any debt the amount of which was included in 
computing the corporation’s income for its 1971 taxation 
year and deducted in computing that income under para- 
graph 11(1)(f) of this Act as it read in its application to 
the 1971 taxation year) or of any other right of the corpo- 
ration to receive an amount, that-was outstanding at that 
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time, minus such portion thereof as was not but would 
have been, if the amount had been received by the corpo- 
ration, in its 1971 taxation year, included in RPP its 
income for that year, 


(vi) the amount of any money of the corporation on hand 
at that time, or 2 


(vii) such part, if any, of 


(A) the cost to the corporation of any property (other 
than property described in’ subparagraphs (i) to (v)) 
owned by the corporation at that time, or 

(B) any expenditure incurred by the corporation 
(other than an expenditure to acquire property) 
before that time, 


as was not deductible in.computing the corporation’s in- 
come for the 1971 or any previous taxation year for the 
purposes of Part I of this Act as it read in its application 
to that. year, but would have been deductible in comput- 
ing its income for the 1971 taxation year if this Act as it 
read in its application to that year had been read without 
reference to any restriction on the quantum of any deduc- 
tion thereunder, 


exceeds. the aggregate of all amounts: each, of which is 


(viii) the amount of any debt owing by the corporation or 
of any other obligation. of the corporation to pay an 
amount, that. was outstanding at. that time,;minus such 
part, if any, thereof as would be, if the amount were paid 
by the corporation, in its 1972 taxation year, deductible in 
computing its income for. its 1972 taxation year, or 
(ix) the ‘amount of any reserve deducted in computing the 
corporation’s income for its 1971 taxation year under 
Part I of this Act as it read in its application to that year; 
Subparas. 89(1)(h)(ii.1), (iii) substituted by 1973-74, c. 14, subsec. 
28(2), applicable to 1972 et seq. 


“taxable Canadian corporation” means a corpora- 
tion that, at the time the expression is relevant, 


(a) was a Canadian corporation, and 


(b) was not, by virtue of a statutory provision, ex- 
empt from tax under this, Part, 
Related Provisions: 134— NRO deemed not taxable Canadian 
corporation; 149 — Statutory provisions exempting taxpayers from 
tax under this Part; 248(1)“taxable Canadian corporation” — Defi- 
nition applies to entire Act. 


Pre-RSC History: The definition “taxable Canadion: corporation” 
was para: 89(1)(i). 
Para. 89(1)(i). substituted by 1979, c. 5, subsec. 30(2), applicable to 
1978 et. seq. Para. 89(1)() formerly, read: 
(i) “taxable Canadian corporation” means a corporation that 
(i) was‘a Canadian corporation at the time any dividend 


in respect of which the expression is relevant was re- 
ceived or deemed to have been received, and / 


(ii) was not, by virtue of a statutory provision, exempt 
from tax under this Part for the taxation year of the cor- 
poration during which the dividend was received or 
deemed to have been received; 


“taxable dividend” means a dividend other than 


(a).a dividend in respect of:which the corporation 
paying the dividend has elected in accordance 
with subsection 83(1) as it read prior to 1979 or 
in accordance with subsection 83(2), and 


(b) a qualifying dividend paid by a public corpo- 
ration to shareholders of a prescribed class of tax- 


S.89(1) tax 


deferred preferred shares of the corporation 
within the meaning of subsection 83(1). 


Related Provisions: 15.1(1)— Small. business: development 
bond interest deemed taxable dividend; 15.2(1) — Small. business 
bond interest deemed taxable dividend; 80. 03(1)(b) — Restricted 
meaning of taxable dividend for purposes of 80.03; 82(1) — Inclu- 
sion of taxable dividend in income; 88(2) — ‘Winding- up of a Cana- 
dian corporation; 129(1.2) — Dividends paid to create dividend re- 
fund deemed not to be taxable dividends for purposes of s. 129; 
129(7) — Capital gains dividend is not a taxable dividend for pur- 
poses of dividend refund (s. 129); 248(1)‘taxable dividend” — Def- 


- inition applies to entire Act; 260(S) Deemed taxable dividend on 


securities lending arr aligeiient: 


Pre-RSC History: The definition “taxable dividend” was para. 
89(1)(j). 


Subpara. 89(1)(j)(i) amended by 1986, c. nO. subsec. 48(4), applica- 
ble in respect of dividends paid after May 23, 1985, to substitute 


' “subsection 83(2), and” for “subsection 83(2) or (2: 1), and”. 


Subpara. 89(1)(j) (i). substituted by 1980-8 1-82- 83, c. 140, subsec. 
54(4), applicable with respect to dividends paid after J une 28, 1982, 
to add “or (2.1)”. 


Para. 89(1)(Gj) substituted by 1977-78, C. ley dibsee’'44(5); applicable 
after December 31, 1978. Para. 89(1)G) formerly read: 
(j) “taxable dividend” means a dividend in respect of which 
the corporation paying the.diyidend has not elected in accor; 
dance with section 83 in respect of the full amount thereof; 


Regulations: 2107 (tax-deferred preferred series). 


Interpretation Bulletins: IT-52R4: ‘Income bonds and income 


debentures. IT-67R3:; Taxable dividends’ from corporations resident 
in Canada; IT-146R4: Shares-entitling | shareholders to: choose taxa- 
ble or capital dividends. : 


“tax-paid ‘undistributed cl on hand [para. 
89(1)(k)? — [Repealed under former Act]. 


| Pre-RSC History: Para. 89(1)(k) repealed’ by 1977-78, ¢! 1, sub- 


sec. 44(5), applicable after December 31, 1978. Para. 89(1)(k) for- 
merly, read: 


(k) “tax-paid axdicinnied surplus on parila ‘tax-paid 
undistributed surplus on hand” of a corporation at any partic- 
ular time means the amount, if any, by which the aggregate of 


(i) thelesser of : 


(A) the-amount that the corporation’s tax-paid undis- 
tributed income (within the meaning of this Act as it 
read in its application to the 1971 taxation year) 
would be (if this Act as’it so read were applicable to 
the period consisting of that part of the corporation’s 
1972 taxation year that is’ before 1972) as of the end 
of 1971, and 


(B) the amount that the corporation’ s 1971 undistrib- 
ited income on hand would be on January 1, 1972 if 
subsection -196(4) were read without reference to 
paragraph (d) thereof, 


(ii) all amounts on which, before the particular time, tax 
. has. been paid by the corporation under Part IX, minus all 
amounts of that tax, 


(ii.1) if the corporation has, before the phitioktet time, 
elected, under subsection 196(1) in respect of an amount 
referred to in paragraph 196(1)(b), to pay a tax on the full 

“amount of its 1971 undistributed income on hand imme- 
diately before the election, the amount by which 


(A) all amounts on which, after the particular time 
and:as a result of the election, tax' has;beenpaid by 
the corporation under Part IX within 90 days from 
the day of mailing of the notice of assessment of that 
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tax 
exceeds 
(B) all amounts of that tax, and 


(iii) all amounts each of which is an amount in respect of 
a dividend received by the corporation on a share of any 
class of the capital stock of another corporation after 
1971 and before the particular time, equal to the amount, 
if any, by which 


(A) that proportion of othe part of the whole divi- 
dend paid by. the other corporation on all shares of 
that class at the time it paid the dividend so received 
by the corporation as was payable. out, of the other 
corporation’s tax-paid undistributed surplus on hand, 
that the dividend so received by the corporation is of 
the whole dividend so paid by the other corporation, 


exceeds 


(B) 85/15 of the amount, if any, that the Minister 
was, before the particular time, required by subsec- 
tion 196(2) to pay to the corporation in respect of the 
dividend so received by it, 


exceeds the aggregate of such of the dividends that became 
payable by the corporation before the particular time as were 
payable out of the a pra es S$ tax-paid undistributed sur- 
plus on hand; and ; 


Subpara. 89(1)(k)(ii.1) added by 1973-74, c. 14, subsec. 28(3), ap- 
plicable to 1972 et seq. 


“1971 capital surplus on n hand. [para, 891) DI)’ — 
[Repealed under former Act] 


Pre-RSC History: Para. 89(1)(1) repealed by 1977-78, c.1, subsec. 
44(5) applicable after 1978 except that in applying para. 89(1)(1) 
after March 31, 1977 and before 1979 that paragraph reads as 
follows: . Cte ; . 


(1) “1971 capital surplus on hand” of a corporation at any par- 
ticular time after March 31, 1977 and before 1979 means the: 
amount, if any, by which the aggregate of 


(i) the tax equity of the iy eo: at the end of its 2 il 
taxation year, Ms 


(ii) subject to subsection (5), all amounts each s which is 
an amount in respect of a capital property of the corpora- 
tion owned by it on December 31, 1971 and disposed of 
by it-after that date and before the particular time equal to 
the amount, if any, by which the lesser, of its fair market 
value on the day fixed by proclamation for the purposes 
of subdivision c and the corporation’s proceeds of dispo- 
sition thereof exceeds its actual cost to the corporation 
determined without reference to the Income Tax Applica- 
tion Rules, 1971, other than subsections 26(15), (17) and 
(21) to (27) thereof, 


(iii) all amounts each of which is an amount in respect of 
a capital property owned by it at the end of its.1971 taxa- 
tion year or acquired by it thereafter and disposed of by 
the corporation before 1972, equal to the amount, if any, 
by which the corporation’s proceeds of disposition 
thereof exceeds its actual cost to the corporation deter- 
mined without reference to the Income Tax Application 
Rules, 1971, 


(iv) all amounts each of which is an amount in respect of 
a dividend received by the corporation on a share of the 
capital stock of another corporation after 1971 and before 
the particular time, which amount was, by virtue of sub- 
section 83(1), not included in computing the income of 
the corporation by virtue of this subdivision, minus such 
portion, if any, of that amount as was payable out of the 
other corporation’s tax-paid undistributed: surplus on 
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vhand, and 


(v) all amounts each of which is an amount in respect of 


‘an eligible capital amount (within the meaning assigned 


by subsection 14(1)) in respect of a business carried on 
by the corporation that became payable to the corporation 
before the particular time and after the taxation year in 
which the corporation last became a private corporation 
equal to the amount, if any, by which 


(A). the amount that the eligible capital amount 
would be but for the provisions of the Income Tax 
Application Rules, 1971, relating to section 14 


exceeds 
(B) the aggregate of 
~ (I) the eligible capital amount, and 


(If) where the amount in respect of an eligible 
capital amount is received as consideration for 
the disposition of, or for allowing the expiry of, 
a government right (within the meaning assigned 
by paragraph 21(3)(a) of the Income Tax Appli- 
cation Rules, 1971), such amount as is included 
in respect thereof in the tax equity of the corpo- 
ration at the end of its 1971 taxation year by vir- 
tue of subparagraph (h)(ii.1), 


(vi) all amounts each of which is an amount that became 
payable to the corporation after the énd of its 1971 taxa- 
tion year and before 1972 in respect of a property, owned 
by it at the’éend of its 1971 taxation year or acquired by it 
thereafter and disposed of by ‘it before 1972, that would 
have been eligible capital property if it had been disposed 
of after 1971, equal to the amount, if any, by which the 
amount that became payable exceeds any. amount in- 


_ cluded in respect of that property in the tax equity of the 


corporation at the end of its 1971 taxation year by virtue 
of subparagraph (h)(ii.1), 


(vii) -all amounts each of which is an amount equal to the 
amount, if any; by which 


(A) the aggregate of all amounts that have become 
_. due to the corporation before the particular time in 
respect of the disposition after 1971 of a property 
owned by the‘corporation on December 31, 1971 that 
‘iS.a property referred to in any.of paragraphs 
59(2)(c), (d) or (e),: 


exceeds“ 


(B) the relevant percentage (within the meaning as- 
signed by subsection 59(4)) of the amount receivable 
by the corporation in respect of that disposition, 


(viii) all amounts each of which is an amount receivable 
in respect of a property referred to in any of paragraphs 
59(2)(c), (d) or (e) owned by the corporation at the end of 
its 1971 taxation year or acquired by it thereafter and dis- 
posed of by it before 1972, 

(ix) all.amounts each of which is an amount.deducted by 
virtue of paragraph 29(1)(b) or 29(2)(b). in computing the 
income of the corporation for a taxation year ending 
before the particular time, 

(x) the amount, if any, by which 


. (A) the proceeds of any. life insurance policy re- 
ceived by the corporation after the end of its 1971 
taxation year and before 1972 as the result of the 
death of any person whose'life. was insured under the 
policy, 

exceeds 
(B) the aggregate of 


(I) all amounts included in the tax equity of the 
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corporation. at the end of its 1971, taxation year 
in respect of the policy, and 


(ID) all amounts paid as or on account of premi- 
ums paid under thé policy by the corporation af- 
ter the end of its 1971 taxation year and ‘before 
1972, 


(xiy't the amount, if any, by which the aggregate of 


(A) all amounts each of which is an amount deemed 
by subsection 84(2), (3) or (4) to be a dividend paid 
after 1971 and before April 1, 1977 by the corpora- 
tion on shares of any class, to the extent of the 
amount, if any, by which the paid-up capital in re- 
spect of the shares of that class at the time the divi- 
dend was paid exceeds the paid-up capital limit of 
the corporation at thé amine the aipinereon was paid, 
and 


_(B) all amounts each of which is an amount in re- 
spect of any purchase by the corporation after 1971 
and before April 1, 1977 of any shares of its capital 
stock in respect of which tax under section 181 as it 
read on March 31, 1977 was payable by it, equal to 
the amount, if any, by which the amount described in 
paragraph 181(1)(a) in respect of the purchase ex- 
ceeds the amount described in paragraph 181(1)(b) in 
respect thereof, 


exceeds the aggregate of all amounts. each of aihiich 4 is an 
amount in respect of the corporation required to be deter- 
mined under subparagraph (d)(iti), (iv) or (iv.1) as those 
subparagraphs read on March:31, 1977 for the purpose of 
computing the paid-up capital seabpleeh of the corpora- 
tion as at that date, 


(xi.1) all amounts, each of which is an amount in respect 
of a share of the capital stock of the corporation issued to 
a person after the end of the corporation’s 1971 taxation 
year and before April 1, 1977, equal to 


(A) where that person is another corporation resident 
in Canada that controlled the corporation within the 
meaning of subsection 186(2), the lesser of 


(I) the amount in- respect thereof required to be 
determined under clause (c)(ii)(B) as it read on 
March 31, 1977 for the purpose of computing 
the paid-up capital of the Foe Hen as at that 
date, and . 


(II) the. amount, that the eae capital defi- 

ciency of the corporation would have: been on 
March 31, 1977 if paragraph (d)'as it read on 
that day were read without reference to clause 
(iv.1)(F) and without reference to all subpara- 
graphs thereof except subparagraphs (iv.1) and 
(vii), and 


(B) where that, person is other than a person de- 
scribed in clause (A), the amount determined under 
subclause (A)(1), 


(xi.2) all-amounts each of which is an,amount in respect 
of a contribution of property tothe corporation made af- 
ter the end of the corporation’s 1971 taxation year and 
before April 1, 1977 by a person (other than another cor- 
poration resident in Canada that controlled the corpora- 
tion within the meaning of subsection 186(2)) equal to 
the amount in respect thereof’ required to be determined 
under clause (c)(1i)(C) as it read on March 31, 1977 for 
the purpose of computing the paid-up capital of the cor- 
poration as at that date, 

(xi.3) where the corporation isa new corporation formed 


as a result of an amalgamation (within the meaning of 
section 87) after 1971 and before April..1, 1977, the ag- 
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gregate of amounts. each of which is, an amount. deter- 
mined in,respect of a predecessor corporation equal to the 


, amount, if any,. by which ; 


(A) the aggregate of the amounts chat would’ be de- 
termined under subparagraphs (xi.1) and (xi.2) in re- 

spect. of the predecessor corporation if the reference 
in those subparagraphs to “‘as at that date” were read 
as. a reference to. “immediately, before the 
amalgamation,” 


exceeds 


) the aggreaates of ie amounts that would be deter- 

mined under . subparagraphs (xvii), (xvii.1) and 
(xvii.2).in respect of the predecessor corporation if 
the reference in those subparagraphs to.“‘as at that 
date” were read. as a reference to. “immediately 
before the amalgamation”, and _ 


(xi.4) the aggregate of amounts each of whichis the por- 
tion of a dividend paid by the corporation before the par- 
ticular time that was, by virtue of paragraph 83(1)(c.1), 
deemed to be a taxable dividend”, 


exnpuein the aggregate of .. 


(xii) the paid-up capital ‘of the corporation at the-end of 
its 1971 taxation year in respect wee all of the shares of its 
capital stock, ° 


(xiii) the amount that the corporation’s undistributed in- 
come on hand (within the meaning assigned by this Act 
as it read in its application to the 1971 taxation year) 
would be:at the end of its 1971 taxation year if | 


(A) this Act as it so read were read without reference 
to subparagraph 82(1)(a)(iii) thereof, 


(B) references in paragraph 82(1)(a) (except clause 
_ (wii)(A) thereof).to “1917” were read.as references to 
“1950”, and 


(C) no, amount were allowed as a deduction under 
subparagraph 82(1)(a)Gi) as. it read in its application 
to that year that was not deductible in computing the 
corporation’s income for the. 1971 or any previous 
taxation. year for the purposes of Part I of this Act as 
it read in its application to that year, but would have 
been deductible in computing its income for.the 1971 
taxation year if this Act.as it read in its application to 
that year had been read without reference to any re- 
Striction on the quantum of any deduction 
‘thereunder, 


(xiv) subject to subsection (5), all amounts each of which 
is an amount in respect of a capital property (other than 
depreciable property) of the corporation owned by it on 
December 31, 1971 and disposed ‘of by it after that date 
and before the particularitime equal to the amount, if any, 
by which its actual cost'to the corporation determined 
without reference to the Income Tax Application Rules, 
1971 (other than subsections 26(15), (17). and (21).to (27) 
thereof) exceeds the greater of the fair market value of 


‘the property on the day fixed by proclamation for the 
"purposes of subdivision c and the corporation’s proceeds 


of disposition thereof, 


(xv)all amounts. each af which is.an aarhount in respect of 
a capital property (other than depreciable. property) 
owned by jit at.the end of its 1971 taxation year,or ac- 
quired by it thereafter and disposed of by jit,before 1972, 
equal to. the amount, if any, by which its actual.cost to the 
corporation determined without reference to the Income 
Tax Application Rules, 1971 exceeds the corporation’s 
proceeds of disposition thereof, 


(xvi) the amount, if any, by which the. amount that the 
paid-up, capital deficiency of the, corporation would have 


S. 89(1) 1971 cap 


been on March 31, 1977 if paragraph (d) as it read on that 
day were read without reference to clause (iv.1)(F) and 
without reference to all subparagraphs thereof except 
subparagraphs; (iv.1) and (vii) exceeds the amount, if any, 
by which 
(A) the paid-up capital in respect of all of the issued 
shares of the capital stock on April 1, 1977 deter- 
mined without reference to subsection 84.2(1) 


exceeds the greater of 


(B) the amount that the paid-up capital limit of the 
corporation would have been on March 31, 1977 if 
paragraph (d) as it read on that day were read with- 
out reference to clause (iv.1)(F) and without refer- 
ence to all subparagraphs thereof except subpara- 
graphs (iv.1) and (vii), and 


(C) the paid-up capital limit of the corporation on 
March 31, 1977, © 


(xvii) all amounts each of which is an amount in respect 
of the redemption, acquisition or cancellation in any 
manner whatever, after the end of the corporation’s 1971 
taxation year and before April 1, 1977, of a share of the 
capital stock of the corporation equal to-the amount re- 
quired to be determined: under clause (c)(ii)(D) as, it read 
on March 31, 1977, for the purpose of,computing the 
paid-up capital of the corporation as at that date, 


(xvii.1) all amounts each, of which is an amount in re- 
spect of a reduction, after the end of. the corporation’s 
1971 taxation year and before April.1, 1977, ‘of the paid- 
up capital of the corporation (otherwise than by way of 
redemption or cancellation of shares) equal to the amount 
required to be determined under clause (c)(ii)(E) as it 
read on March 31, 1977 for the purpose of computing the 
paid-up capital of the corporation as at that date, 


(xvii.2) the amount, if any, by which the aggregate of all 
amounts each of which is an amount in respect of the cor- 
poration equal to the amount required to be determined 
“under clause (c)(ii)(F) as it read on March 31, 1977, for 
the purpose of computing the paid-up capital of the cor- 
poration at that date exceeds the amount, if any, by which 
the corporation’s paid-up capital on April 1, 1977, deter- 
mined without reference to subsection 84:2(1), exceeds 
its paid-up capital on March 31, 1977, and 


(xviii) all amounts each of which is an amount in respect 
of a dividend that became payable by the corporation 
before the particular time, equal to the portion, if any, 
thereof payable out of its 1971 capital surplus on hand. 
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the corporation before 1972, equal to the amount, if any, 
by which the corporation’s proceeds of disposition 
thereof exceeds its actual cost to the corporation deter- 
mined. without reference to. the /ncome Tax Application 
Rules, 1971, 


(iv) all amounts each of which is an amount in respect of 
a dividend received by the corporation on a share of the 
capital stock of another corporation after 1971 and before 
the particular time, which amount was, by virtue of sub- 
section 83(1), not included in computing the income of 
the corporation by virtue of this subdivision, minus such 


portion, if any, of that amount as was payable out of the 


other corporation’s tax-paid undistributed surplus on 
hand, and 


(v).all amounts each of which is an amount in respect of 
an eligible capital amount (within the meaning assigned 
by subsection 14(1)) in respect of a business carried on 
by the corporation that became payable to the corporation 
in a taxation year commencing after the time the corpora- 
tion last became a private corporation and ending before 
the particular time, equal to the amount, if any, by which 


(A) the amount that the eligible capital amount 
would be but for the provisions of the Income Tax 
Application Rules, 1971, relating to section 14 


exceeds 
(B) the aggregate of 
(1) the eligible capital amount, and 


({1) where the amount in respect of an eligible 
capital amount is received as consideration for 
the disposition of, or for allowing the expiry of, 
a government right (within the meaning assigned 
by. paragraph 21(3)(a) of the Income Tax Appli- 
cation Rules, 1971), such amount as is included 
in respect thereof in the tax equity of the corpo- 
ration at the end of its 1971 taxation year by vir- 
tue of subparagraph (h)(ii.1), 


(vi) all amounts each of which is an amount that became 
payable to the corporation after the end of its 1971 taxa- 
tion year and before 1972 in respect of a property, owned 
by it at the end of its 1971 taxation year or acquired by it 
thereafter and disposed of by it before 1972, that would 
have been eligible capital property if it had been disposed 
of after 1971, equal to the amount, if any, by which the 
amount that became payable exceeds any amount in- 
cluded in respect: of that property in the tax equity of the 
corporation at the end of its 1971 taxation year by virtue 


Para. 89( 10) formerly read: 


(1) “1971 capital surplus on hand” — “1971 capital surplus 
on hand” of a corporation at any particular time after May 6, 
1974, means the amount, if any, by which the aggregate of 


of subparagraph (h)(ii.1), 


(vii) all amounts each of which is an amount equal to the 
amount, if any, by which 


(i) the tax equity of the corporation at the end of its 1971 
taxation year, 


(ii) subject to subsection (5), all amounts each of which is 
an amount in respect of a capital property of the corpora- 
tion owned by it on December 31, 1971 and disposed of 
by it after that date and before the particular time equal to 
the amount, if any, by which the lesser of its fair market 
value on the day fixed by proclamation for the purposes 
~ of subdivision c and the corporation’s proceeds of dispo- 
sition thereof exceeds its actual cost to the corporation 
determined without reference to the Income Tax Applica- 
tion Rules, 1971, other than subsections 26(15), (17) and 
(21) to (27) thereof, 


(iii) all amounts each of which is an amount in respect of 
a capital property owned by it at the end of its 1971 taxa- 
tion year or acquired by it thereafter and disposed of by 
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(A) the aggregate of all amounts that have become 
due to the corporation before the particular time in 
respect of the disposition after 1971 of a property 
owned by the corporation on December 31, 1971 that 
is’ a property referred to in any of paragraphs 
59(2)(c), (d) or (e), 


exceeds 


(B) the relevant percentage. (within the. meaning as- 
signed by subsection 59(4)). of the amount receivable 
by the corporation in respect. of that. disposition, 


(viii) all amounts each of which is an amount receivable 
in respect of a property referred to in any of paragraphs 
59(2)(c), (d) or (e) owned by the corporation at the end of 
its 1971 taxation, year or acquired by it thereafter and dis- 
posed of by it before 1972, 


(ix) all amounts each of which is an amount deducted by 
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virtue of paragraph 29(1)(b) or 29(2)(b) in computing the 
income of the corporation for a taxation year: ending 
before the particular time, 


(x) the amount, .if any, by which 


(A) the proceeds of any life insurance policy re- 
ceived by the corporation after the end of its.1971 
taxation year_and before 1972 as the result of the 
death of any person whose life was insured under the 
policy, 
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and (iv.1) in ree of the corporation at the particular 


~ time, 


(xvii) where the particular time is after November 18, 
1974, all amounts determinéd under subparagraph (d)(iv) 
in respect of the corporation at the particular time, and 


(xviii) all-amounts each.of which is. an amount in respect 
of a dividend that became payable by the corporation 


. before the particular time, equal to the portion, if any, 


thereof payable out of its 1971 capital surplus on hand. 


(B) the aggregate of All that portion of para, 89(1)(1) preceding subpara. (iii) and follow- 
ing subpara. (iv) substituted by..1974-75-76, c. 26, subsecs. 53(6), 


(I) all amounts included in the tax equity of the ; , ; g 
(7),, applicable in computing 1971 capital surplus on hand after May 


corporation at the end of its 1971 taxation year 
in respect of the policy, and 


(II) all amounts paid as or on account of premi- 
ums paid under the policy by, the corporation af- 
ter the end of. its 1971 taxation year and before 
1972, and 


(xi) all amounts determined under subparagraphs (d) (vii) 
and (x) in respect of the corporation at the ‘Particular 
time, 


exceeds the aggregate of 


(xii) the paid-up. capital of the corporation at the end of 
its 1971 taxation year in respect of all of the shares of its 
capital stock, , 


(xiii) the amount that the corporation’s undistributed in- 
come on hand (within the meaning assigned by this Act 
as it read in its application to the 1971 taxation year) 
would be at the end of its 1971 taxation year if 


(A) this Act as it so read were read without reference 
to subparagraph 82(1)(a)(iii), thereof, 


(B) references in paragraph 82(1)(a) (except clause 
(vii)(A) thereof) to “1917” were read as references to 
“1950”, and ; 


(C) no amount were allowed as a deduction under 
subparagraph 82(1)(a)(a) as it read in its application 
to that year that was not‘deductible in computing the 
corporation’s income for the 1971 or any previous 
taxation year for the purposes of Part I of this Act as 
it read in its application to that year, but would have 
been deductible'in computing ‘its income forthe 1971 
taxation year if this Act as it read in its application to 
that year had been read without reference to any re- 
striction on the quantum of any deduction 
thereunder, 


(xiv) subject to subsection (5), all amounts each of which 
is an amount in respect of a capital property (other than 
depreciable property) of the corporation owned by it on 
December 31, 1971-and disposed of by it after that date 
and before the particular time equal to the amount, if any, 
by which its actual cost to the corporation determined 


without reference.to the Income Tax Application Rules, . 


1971 (other than subsections 26(15), (17) and (21) to (27) 
thereof) exceeds. the greater of the fair market value of 
the property on the day fixed by proclamation for the 
purposes of subdivision c and the corporation’s proceeds 
of disposition thereof, 


(xv) allamounts each of which is an amount in respect of 
a capital property (other,than depreciable property) 
owned by it at the end of its 1971 taxation year or ac- 
quired by it thereafter and disposed of by it before 1972, 
equal to the amount, if any, by which its actual cost to the 
corporation determined without reference to the Income 
Tax Application Rules, 1971 exceeds the corporation’s 
proceeds of disposition thereof, 


(xvi) all amounts determined under subparagraphs (d)(ii) 


6, 1974. Those portions formerly .read: 
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(1) “1971 capital surplus on hand” of a corporation at any par- 
ticular time means ie amount, if any, by which the aggregate 


of 


(i) the tax equity of the corporation at the end of its 1971 
taxation year, 


(ii) all amounts each. of which is an amount in respect of 
a capital property of the corporation owned by it on De- 
cember 31, 1971 and disposed of by it after that date and 


~ before the particular time, other than shares of the capital’ 


stock of a subsidiary corporation referred to in subsection 
88(1) that were disposed of on the winding-up of the sub- 
sidiary where that winding-up commenced after May 29, 
1973 equal to the amount; if any, by which the lesser of 
its fair market value on the day fixed by proclamation for 
the purposes of subdivision c and the corporation’s pro- 
ceeds of disposition thereof exceeds its actual cost to the 
corporation determined. without reference to the Income 
Tax Application Rules, 1971, other than subsections 
26(15), (17) and (21) thereof, 


(iv.1) all amounts each of which is an amount in respect 
of an eligible capital amount (within the meaning as- 
signed by subsection 14(1)) in respect of a business car- 
ried on’ by the corporation that became payable to the 
corporation in a taxation year commencing after the time 
the corporation last became’a private corporation and 
ending before the particular time, equal to the amount, if 
any, by which 


(A) the amount that the eligible capital amount 
would be but for the provisions of the Income Tax 
Application Rules, 1971 relating to section 14 


exceeds 


(B) the eligible capital amount, 


_ exceeds the aggregate of 


(v) the paid-up capital of the corporation at the end of its 
1971 taxation year in respect of all of the shares of its 
capital stock, 


(vi) the amount that the corporation’s undistributed in- 
come on hand (within the meaning assigned by this Act 


as it-read in its application to. the 1971 .taxation, year) 
would be at the end of its 1971 taxation year if 


(A) this Act.as it so read were read without reference 
to subparagraph 82(1)(a)(iii) thereof, and 


(B). references in paragraph 82(1)(a). (except clause 
(vii)(A)) thereof to “1917” were read as references to 
“1950”, . 


(vii) all amounts each of which is an amount in respect of 

a capital property (other than depreciable property) of the 
corporation owned by it on December 31, 1971 and dis- 
posed of by it after that date and before the particular 
time other than shares of the capital stock of a subsidiary 
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corporation referred. to in subsection 88(1) that were dis- 
posed of on the winding-up of the subsidiary where that 
winding-up commenced after May 29, 1973 equal to the 
amount, if any, by which its actual cost to the corporation 
determined without reference to the Income Tax Applica- 
tion Rules, 1971 (other than subsections 26(15), (17) and 
(21) thereof) exceeds the greater of the fair market value 
of the property on the day fixed: by proclamation for the 
purposes of subdivision ¢ and the corporation’s proceeds 
of disposition thereof, 


(viii) all amounts each of which is an‘amount in respect 
of a capital property (other than depreciable property) 
owned by it at the end of its 1971 taxation year or ac- 
quired by it thereafter and disposed of by it before 1972, 
equal to the amount, if any, by which its actual cost to the 
corporation determined without reference to the Income 
Tax Application Rules, 1971 exceeds the corporation’s 
proceeds of disposition thereof, and 


(ix) all amounts each of which is an amount in respect of 
a dividend that became payable by the corporation before 
the particular time, equal to the portion, if any, thereof 
payable out of its 1971 capital surplus on hand: 
Subparas. 89(1)(J)(ii), (vii) substituted by 1973-74, c. 30, subsecs. 
9(1), (2), applicable with respect to dispositions of capital property 
after January 31, 1973. Subparas. 89(1)(1)(1), (vii) formerly read: 
(ii) all amounts each of which is an amount in respect of a 
capital property of the corporation owned by it on December 
31; 1971 and disposed of by it after that date and before the 
particular time, equal to the amount, if any, by which the 
lesser of its fair market value on the day fixed by proclama- 
tion for the purposes of subdivision c and the corporation’s 
proceeds of disposition thereof exceeds its actual cost to the 
corporation determined without reference to the Income Tax 
Application Rules, 1971, other than subsections 26(15) and 
(17) thereof, 


(vii) all amounts each of which is an amount in respect of a 
capital property (other than depreciable property) of the cor- 
poration owned by it on December 31, 1971 and disposed of 
by it after that date and before the particular time, equal to the 
amount, if any, by which its actual cost to the corporation de- 
termined without reference to the Income Tax Application 
Rules, 1971 (other than subsections 26(15) and (17) thereof) 
exceeds the greater of the fair market value of the property on 
the day fixed by proclamation for the purposes of,subdivision 
c and the corporation’s proceeds of disposition thereof, 


Subparas. 89(1)(1)(11), (vii) substituted by 1973-74, c. 14, subsecs. 
28(4), (5), applicable to 1972 et seq. 


(1.01) Application of subsec. 138(12) — The 
definitions in subsection 138(12) apply to this 
section. 


Origin of subsec. 89(1.01): R.S.C. 1985, c. 1 (5th Supp.) (for- 
merly contained in the opening words to subsec. 138(12)). 


(1.1) Capital dividend account where control 
acquired — Where at any particular time after 
March 31, 1977 a corporation that was, at a previous 
time, a private corporation controlled directly or in- 
directly in any manner whatever by one or more 
non-resident persons becomes a Canadian-controlled 
private corporation (otherwise than by reason of a 
change in the residence of one or more of its share- 
holders), in computing the corporation’s capital divi- 
dend account at and after the particular time there 
shall be deducted the amount of the corporation’s 
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capital dividend account immediately before the par- 
ticular time. 

Related Provisions: 256(5.1) — Controlled directly or indi- 
rectly — control in fact; 256(7) — Where control deemed not 
acquired. 

Pre-RSC History: Subsec. 89(1.1) amended by 1988, c. 55, sub- 
sec. 62(5), to substitute “by reason of” for “by virtue of’ and “at and 


after the particular time” for “at any time after the particular time”, 
applicable after 4 p.m. EDST, September 25, 1987. 


Subsec. 89(1.1) amended by 1986, c. 6, subsec. 48(5), applicable 
after May 23, 1985. Subsec. (1.1) formerly read: 


(1.1) Computation of capital dividend account where 
control acquired — Where at any particular time after 
March 31, 1977 a corporation that was, at a previous time, a 
private corporation controlled ‘directly or indirectly in any 
manner whatever by one or more non-resident persons be- 
comes a Canadian-controlled private corporation (otherwise 
than by virtue of,a change in the residence of one or more of 
its shareholders), for the purposes of computing the corpora- 
tion’s capital dividend account or life insurance capital divi- 
dend account at any time after the particular time there shall 
be deducted the amount of the corporation’s capital dividend 
account or life insurance capital dividend account, as the case 
may be, immediately before the particular time. 


Subsec. 89(1.1) substituted by 1980-81-82-83, c. 140, subsec. 54(5), 
applicable after June 28, 1982. Subsec. 89(1.1) formerly read: 


(1.1) Where at any particular time after March 31, 1977 a cor- 
poration that was, at a previous time, a private corporation 
controlled directly or indirectly in any manner whatever by 
one or more non-resident persons becomes a Canadian-con- 
trolled private corporation (otherwise than by virtue of a 
change in the residence of one or more of its shareholders), 
for the purposes of computing the corporation’s capital divi- 
dend account at any time after the particular time there shall 
be deducted the amount of the corporation’s capital dividend 
account immediately before the particular time. 


Subsec, 89(1.1) added by 1977-78, c. 1, subsec. 44(6), applicable 
with respect to taxation years ending after March 31, 1977. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(1.2) Capital dividend account of tax-exempt 
corporation — Where at any particular time after 
November 26, 1987 a corporation ceases to be ex- 
empt from tax under this Part on its taxable income, 
in computing the corporation’s capital dividend ac- 
count at and after the particular time there shall be 
deducted the amount of the corporation’s capital div- 
idend account (computed without reference to this 
subsection) immediately after the particular time. 


Pre-RSC History: Subsec. 89(1.2) added by 1988, c. 55, subsec. 
62(6), applicable after November 26, 1987. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(2) Where corporation is beneficiary — For the 
purposes of this section, 


(a) where a corporation was a beneficiary under a 
life insurance policy on June 28, 1982, it shall be 
deemed not to have been a beneficiary under such 
a policy on or before June 28, 1982 where at any 
time after December 1, 1982 a prescribed pre- 
mium has been paid under the policy or there has 
been a prescribed increase in any benefit on death 
under the policy; and 
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(b) where a corporation becomes a beneficiary 
under a life insurance policy by virtue of an 
amalgamation or a winding-up to which subsec- 
tion 87(1) or 88(1) applies, it shall be deemed to 
have been a beneficiary under the policy through- 
out the period during which its predecessor or 
subsidiary, as the case may be, was a beneficiary 
under the policy. 


Pre-RSC History: Subsec. 89(2) added by 1980-81-82-83, c. 140, 
subsec. 54(5), applicable after June 28, 1982. 


Regulations: 309 (prescribed increase, prescribed premium). 


Pre-RSC History [former subsec. 89(2)]: Subsec. 89(2) re- 
pealed by 1977-78, c. 1, subsec. 44(7), applicable after December 
31, 1978. Subsec. 89(2) formerly read: 


(2) 1971 capital surplus on hand of life insurance corpo- 
ration — Notwithstanding paragraph (1)(1), a life insurance 
corporation’s 1971 capital surplus on hand at any particular 
time is the amount, if any, by which the aggregate of 
(a) all amounts each of which is an amount in respect of 
any property disposed of by the corporation after 1968 
and before 1972 that would, if the property had been dis- 
posed of after 1972, have been a capital property of the 
corporation, equal to the amount, if any, by which the 
proceeds of disposition of the property exceeds the cost 
to the corporation thereof, and 
(b) the amount determined under subparagraph (1)() (Gi) 
in respect of the corporation at the particular time 
exceeds the aggregate of 
(c) all amounts each of which is an amount in respect of 
any property described in paragraph (a), equal to the 
amount, if any, by which the. cost to the corporation of 
the property exceeds the proceeds of disposition thereof, 


(d) the amount determined under subparagraph (1)(i)(vi1) 
in respect of the corporation at the particular time, and 
(e) all amounts each of which is an amount in respect of a 
dividend that became payable by the corporation before 
the. particular time, equal to the portion, if any, thereof 
payable out of its 1971 capital surplus on hand. 


(3) Simultaneous dividends — Where a divi- 
dend becomes payable at the same time on more 
than one class of shares of the capital stock of a cor- 
poration, for the purposes of sections 83, 84 and 88, 
the dividend on any such class of shares shall be 
deemed to become payable at a different time than 
the dividend on the other class or classes of shares 
and to become payable in the order designated 


(a) by the corporation on or before the day on or 
before which its return of income for its taxation 
year in which such dividends become payable is 
required to be filed; or 


(b) in any other case, by the Minister. 


Pre-RSC History: Subsec. 89(3) substituted by 1980-81-82-83, c. 
48, s. 50, applicable to 1980 et seg. Subsec. 89(3) formerly read: 


(3) Where a dividend becomes payable at the same time on 
more than one class of shares of the capital stock of a corpo- 
ration, for the purposes of sections 83, 84, and 88, the divi- 
dend on any such class of shares shall be deemed to become 
payable at a different time than the dividend on the other 
class or classes of shares and such dividends shall be deemed 
to become payable in the order designated in prescribed man- 
ner by the corporation or, in the event that the corporation 
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does not designate any such order, in the order designated by 
the Minister. 


Subsec. 89(3) added by 1973-74, c. 14, subsec. 28(6), applicable to 
1972 et seq. 


(4)-(6) [Repealed under former Act] 


Pre-RSC History: Subsecs. 89(4), (5), (6) repealed by 1977-78, c. 
1, subsec. 44(8), applicable, as to subsec. 89(6), after March 31, 
1977, and as to subsecs. 89(4), (5), after December 31, 1978 except 
that, in applying those subsections after March 31, 1977 and before 
1979, those subsections read as follows: 


(4) Deemed capital cost of certain depreciable prop- 
erty — For the purposes of subparagraphs (1)(1)(i) and (iii), 
the actual cost of the depreciable property that was acquired 
by a corporation before the commencement of its 1949 taxa- 
tion year that is capital property referred to in those subpara- 
graphs shall be deemed to be the capital cost of such property 
to the corporation (within the meaning assigned by section 
144 of this Act as it read in‘its application to the 1971 taxa- 
tion year). 


(5) Rules concerning 1971 capital surplus on hand — 
For the purposes of determining the 1971 capital surplus on 
hand of any corporation at any particular time after May 6, 
1974, the following rules apply: 


(a) the amount referred to in subparagraphs (1)(1)(ii) and 
(xiv) in respect of a capital property of the corporation 
shall be deemed to be nil, where the property disposed of 
is 


(i) a share of the capital stock of a subsidiary corpo- 
ration referred to in subsection 88(1) that was dis- 
posed of on the winding-up of the subsidiary where 
that winding-up commenced after May 29, 1973, 


(ii) a share of the capital stock of another Canadian 
corporation that was controlled, within the meaning 
assigned by subsection 186(2), by the corporation 
immediately before the disposition and that was dis- 
posed of by the corporation after 1971 to a person 
with whom the corporation was not dealing at arm’s 
length immediately after the disposition, other than 
by a disposition referred to in paragraph (b), or 


(iii) subject to subsection 26(21) of the Income Tax 
Application Rules, 1971, a share of the capital stock 
of a particular corporation that was disposed of by 
the corporation after May 6, 1974, on an amalgama- 
tion, within the meaning assigned by subsection 
87(1), where the corporation controlled, within the 
meaning assigned by subsection 186(2), both the par- 
ticular corporation immediately before the amalga- 
mation and the new corporation immediately after 
the amalgamation; and 


(b) where another corporation that is a Canadian corpora- 
tion owned a capital property on December 31, 1971 and 
subsequently disposed of it to the corporation in a trans- 
action to which section 85 applied, the other corporation 
shall be deemed not to have disposed of that property in 
the transaction and the corporation shall be deemed to 
have owned that property on December 31, 1971 and to 
have acquired it at an actual cost equal to the actual cost 
of that property to the other corporation. 


Subsecs. 89(4), (5), (6) formerly read: 


(4) Deemed capital cost of certain depreciable prop- 
erty — For the purposes of subparagraphs (1)(d)(vi) and 
(1)()Gi) and (iii), the actual.cost of depreciable property that 
was acquired by a corporation before the commencement of 
its 1949 taxation year that is capital property referred to in 
those subparagraphs shall be deemed to be the capital cost of 
such property to the corporation (within the meaning-assigned 
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by section 144 of this Act as it read in its application to the 
1971 taxation year). 


(5) Rules concerning 1971 capital surplus on hand and 
paid-up capital deficiency — For the purposes of determin- 
ing the 1971 capital surplus on hand or paid-up capital defi- 
ciency of a corporation at any particular time after May 6, 
1974, the following rules apply: 


(a) the amount referred to in subparagraphs (1)(1)(ii) and ~ 
(xiv) in respect of a capital property of the corporation 
shall be deemed to be nil, where the property disposed of 
is 
(i) a share of the capital stock of a subsidiary corpo- 
ration referred to in subsection 88(1) that was dis- 
posed of on the winding-up of the subsidiary where 
that winding-up commenced after May 29, 1973, 


(ii) a share of the capital stock of another Canadian 
corporation that was controlled, within the meaning 
assigned by subsection 186(2), by the corporation 
immediately before the disposition and that was. dis- 
posed of by the corporation after 1971 to a person 
with whom the corporation was not dealing at arm’s 
length immediately after the disposition, other than 
by a disposition referred to in paragraph (b), or 


(i11) subject to subsection 26(21) of the Income Tax 
Application.Rules, 1971, a share of the capital stock 
of a particular corporation that was disposed of by 
the corporation after May 6, 1974, on an amalgama- 
tion, within the meaning assigned by subsection 
87(1), where the corporation controlled, within the 
meaning assigned by subsection 186(2), both the par- 
ticular corporation immediately before the amalga- 
mation and the new corporation immediately after 
the amalgamation; and 


(b) where another corporation that is a Canadian corpora- 
tion owned a capital property on December 31, 1971 and 
subsequently disposed of it to the corporation in a trans- 
action to which section 85 applied, the other corporation 
shall be deemed not to have disposed of that property in 
the transaction and the corporation shall be deemed to 
have owned that property on December 31, 1971 and to 
have acquired it at an actual cost equal to the actual cost 
of that property to the other corporation. 


(6) Reduction in paid-up capital deficiency — Where sub- 
paragraph (1)(d)(iv.1) has applied to the issue, prior to No- 
vember 19, 1974, of any share of the capital stock of a corpo- 

~ ration, for the purpose of clause (1)(d)(iv. 1)(C), the increase 
in the paid-up capital of the corporation by virtue of the issue 
of that share shall, subject to section 84.2, be deemed to be 
equal. to the amount that would be determined under clause 
(1)(c)(i)(B) in respect of the issue of that share if paragraph 
(1)(c) were applicable at that time. 


Subsecs. 89(4)-(6) added by 1974-75-76, c. 26, subsec..53(8), sub- 
sec. 89(4) applicable to 1972 et seq., subsecs. 89(5), (6) applicable 
in computing the paid-up capital deficiency or 1971 capital surplus 
on hand after May 6, 1974. 


Definitions [s. 89]: “adjustment time” — 14(5), 248(1); “allowa- 
ble capital loss” — 38(b), 248(1); * “arm’s 
length” — 251(1); “business” — 248(1); “Canada” — 255; “Cana- 
dian-controlled private corporation” — 125(7), 248(1); “Canadian 
; “capital dividend” — 83(2), 248(1); 
“capital gain” — 39(1)(a), 248(1); “capital loss” — 39(1)(b), 
248(1); “capital property” — 54, 248(1); 
248(6); “controlled directly or indirectly” — 256(5.1); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “credit union” — 137(6), 
248(1); “cumulative eligible capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “designated property” — 89(1); “‘divi- 
dend” — 248(1); “eligible capital amount” — 14(1), 248(1); “eligi- 


” 


“class of shares” — 
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ble capital lk sora — 14(5);:248(1); 
95(1), 248(1); * i 
corporated J in Canada”; “inventory’ ’ __ 248(1);‘ ‘investment corpora- 
tion” — 130(3), 248(1): “life insurance corporation” — 248(1); 
i “Minister”, — 248(1); 
“mortgage investment corporation” — 130.1(6), 248(1); “mutual 
fund corporation” — 131(8), 248(1); “non-resident” — 248(1); 


“foreign affiliate” — 


99, 66s 


“paid-up capital” — 89(1); 248(1); “person”, “prescribed” — 
248(1); “private corporation” — 89(1), 248(1); “property” — 
248(1); ppushic corporation” — 89(1), racer “resident in. Can- 


” “ee 


ada” — 250; 
erty” — 248(5); ‘ 


“share’’, ; “substituted prop- 
taxable capital's gain” — 38(a), 248(1); “taxable in- 
“taxation year” — 249; “taxpayer” — 

248(1); erie ca — Interpretation Act 35(1): es, 


Regulations [s. 89]: 3200 (prescribed stock exchange). 


89.1 [Repealed under former ‘Act] 


Pre-RSC History: S. 89.1 ‘repealed by 1977-78, c. 1, s. 45, appli- 
cable after March 31, 1977. S. 89.1 formerly read: © 


89.1 (1) .Paid-up capital: special rules on conversion of 
property — For the purposes of subclause 89(1)(c)(ii)(B)(D, 
where a corporation has issued any shares of a particular class 
of its capital stock in exchange for another share, bond, de- 
benture, mortgage, note or other similar obligation of the cor- 

_ poration (in this subsection referred to as a “convertible prop- 
erty”), the fair market value of the convertible property at the 
time the shares of the particular class were issued shall be 
deemed to be an amount equal to 


(a) where the convertible property was a share, the 
amount of the paid-up capital in respect of that share im- 
mediately before the exchange; or 


(b) where the convertible property was a debe owing by 
the corporation, the amount of that debt immediately 
before the exchange. 


(2) Paid-up capital in respect of amalgamations — Where 
there has been an amalgamation (within the meaning assigned 
by section 87) of two or more corporations (each of which 
corporations 1s in this subsection referred to as a “predecessor 
corporation”) to form one corporate entity (in this subsection 
referred to as the “new corporation”), HGBY 


(a) for'the purposes of subclause: 89(1)(c)@i)(B)(D, the 
new corporation. shall be deemed to have received no 
consideration for any shares of its capital stock that were 
issued on the amalgamation; 


(b) the paid-up capital in respect of any particular class of» 
the capital stock of the new corporation shall, at any par- 
ticular time after the amalgamation and after May 6, ~ 
1974, be increased by the amount, if any, by which 


(1) the aggregate of all amounts each of which is the 
paid-up capital, immediately before the amalgama- 
tion, in respect of a share of the capital stock of a 
predecessor corporation (other than a share owned by 
another predecessor corporation) ~~ 


exceeds 


(ii) the aggregate of all amounts each of which is the 

paid-up capital (referred to in clause 89(1)(¢)(ii)(A)), 

immediately after the amalgamation, in respect of a’ 

class of shares of the capital stock of the new 
. corporation, 


to the extent that that amount has not been included in the 
paid-up-capital of any other class of shares of the capital 
stock of the new corporation; and 

(c) where the amalgamation occurred prior to May? 7, 
1974, the paid-up capital, immediately before the amal- 
gamation, of a share of the capital stock of a predecessor 
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corporation shall, for the purposes of subparagraph (b)(i), 
be determined as though subparagraphs 89(1)(c)(i) and 
(ii) applied immediately before the amalgamation. 


(3) Paid-up capital: where dividend paid — Where a cor- 

poration has made an election under subsection 83(1) in re- 

spect of a dividend on a particular class of shares of the capi- 

tal stock of the corporation that has, before November 19, 

1974, become payable, or was paid if that event was earlier 
» than the time it became payable, and 


(a) the portion of the dividend that was payable out of the 
corporation’s 1971. capital surplus on hand if the paid-up 
capital of the corporation in respect of any class of shares 
of its capital stock at the end of its 1971 taxation year 
was the amount determined under clause BCT )CC)GI)(A) 
in respect of that class at that time 


exceeds 


(b) the portion of the dividend that would have been pay- 
able out of the corporation’s 1971 capital surplus on hand 
if the paid-up capital of the corporation in respect of any 
class of shares of its capital stock at the end of its 1971 
taxation year was the amount determined under subpara- 
graph 89(1)(c)(ii) without reference to this subsection in 
respect of that class at that time 


notwithstanding any other provision of this Act, the paid-up 
capital in respect of the particular class of shares at the end of 
the corporation’s 1971 taxation year and at any time after No- 
vember 18, 1974 shall be reduced by the amount, if any, by 
which the amount referred to in paragraph (a) exceeds the 
amount referred to in paragraph (b). 


S: 89.1 added by 1974-75-76, c. 26, s. 54, applicable for the purpose 
of computing the paid-up capital of a corporation at the end of its 
1971 taxation year and at any time after May 6, 1974. 


Subdivision i— Shareholders of 
Corporations Not Resident in 
Canada 


90. Dividends received from non-resident 
corporation — In computing the income for a tax- 
ation year of a taxpayer resident in Canada, there 
shall be included any amounts received by the tax- 
payer in the year as, on account or in lieu of payment 
of, or in satisfaction of, dividends on a share owned 
by the taxpayer of the capital stock Of a corporation 
not resident in Canada. 

Related Provisions: 82(1)— Dividends received from corpora- 


tion resident in Canada; 113(1) — Deduction for dividend received 
from foreign affiliate. 


Pre-RSC History: Subsecs. 90(2), (3) repealed by 1974-75-76, c. 
26, s. 55, applicable to 1972 et seq. 

Definitions [s. 90]: “amount” — 248(1); “Canada” — 255; “cor- 
poration” — 248(1), Interpretation Act 35(1); “dividend” — 248(1); 
“resident in Canada” — 250; “share” — 248(1); “taxation year” — 
249; “taxpayer” — 248(1). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


91. (1) Amounts to be included in respect of 
share of foreign affiliate — In computing the in- 
come for a taxation year of a taxpayer resident in 
Canada, there shall be included, in: respect of each 
share owned by the taxpayer of the capital stock of a 
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controlled foreign affiliate of the taxpayer, as income 
from the share, the percentage of the foreign accrual 
property income of any controlled foreign affiliate of 
the taxpayer, for each taxation year of the affiliate 
ending in the taxation year of the taxpayer, equal to 
that share’s participating percentagejin respect of the 
affiliate, determined at the end of each such taxation 
year of the affiliate. 


Related. Provisions: ae Related. provisions and Definitions at 
end of s. 91. 


1.T. Application Rules: 35(1) (TAR 26 does 1 not apply to. gains 
and losses of foreign affiliates for FAPI purposes). 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(2) Reserve where foreign exchange restric- 
tion — Where an amount in respect of a share has 
been included in computing the income of a taxpayer 
for a taxation year by virtue of subsection (1) or (3) 
and the Minister is satisfied that, by reason of the 
operation of monetary or exchange restrictions of a 
country other than Canada, the inclusion of the 
whole amount with no deduction for a reserve in re- 
spect thereof would impose undue hardship on the 
taxpayer, there may be deducted in computing the 
taxpayer’s income for the year such amount as a re- 
serve in respect of the amount so included as the 
Minister deems reasonable in the circumstances. 


(3) Reserve for preceding year to be in- 
cluded — In computing the income of a taxpayer 
for a taxation year, there shall be included each 
amount in respect of a share that was deducted by 
virtue of.subséction (2) in computing the taxpayer’s 
income for the immediately preceding year. . 


(4) Amounts deductible in respect of foreign 
taxes — Where, by virtue of subsection (1), an 
amount in respect of a share has been included in 
computing the income of a taxpayer for a taxation 
year or for any of the 5 immediately preceding one 
tion years (in this subsection referred to as the “ 

come amount”), there may be deducted in solteerine 
the taxpayer’s income for the year the lesser of 


(a) the product obtained when 


(i) the portion of the foreign accrual tax appli- 
cable to the income amount that was not de- 
ductible under this. subsection in any previous 
year 


is multiplied by 
(ii) the relevant tax factor, sna 


(b) the amount, if any, by which the income 
amount exceeds the total of the amounts in re- 
spect of that share deductible under this subsec- 
tion in any of the 5 immediately preceding taxa- 
tion years in respect of the income amount. _ 


(5) Amounts. deductible in respect of 
dividends received — Where in a taxation year a 
taxpayer resident in Canada has received a dividend 
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on a share of the capital stock of a corporation that 
was at any time a controlled foreign affiliate of the 
taxpayer, there may be deducted, in respect of such 
portion of the dividend as is prescribed to have been 
paid out of the taxable surplus of the affiliate, in 
computing the taxpayer’s income for the year, the 
lesser of 


(a) the amount by which that portion of the divi- 
dend exceeds the amount, if any, deductible in re- 
spect thereof under paragraph 113(1)(b), and 


(b) the amount, if any, by which 


(i) the total of all amounts required by para- 
graph 92(1)(a) to be added in computing the 
adjusted cost base to the taxpayer of the share 
before ‘the dividend was so received by the 
taxpayer 

exceeds 


(ii) the total of all amounts required by para- 
graph 92(1)(b) to be deducted in computing 
the adjusted cost base to the taxpayer of the 
share, before the dividend was so received by 
the taxpayer. 
Related Provisions: 20(13) — Dividend on share from foreign 
affiliate of taxpayer; 91(6) — amounts deductible re dividends re- 
ceived. See additional Related provisions and Definitions at end of 
s. 91: ~ 
Regulations: 5900(1)(b), 5900(3) (portion of dividend prescribed 
to be paid out of taxable surplus). 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(6) Idem — Where a share of the capital stock of a 
foreign affiliate of a taxpayer that is a taxable Cana- 
dian corporation is acquired by the taxpayer from an- 
other corporation resident in Canada with which the 
taxpayer is not dealing at arm’s length, for the pur- 
pose of subsection (5), any amount required by sec- 
tion 92 to be added or deducted, as the case may be, 
in computing the adjusted cost base to the other cor- 
poration of the share shall be deemed to have been 
so required to be added or deducted, as the case may 
be, in computing the adjusted cost base to the tax- 
payer of the share. 


History: Subsec. 91(6) added by 1994, c. 7, Sch. 1 (1991, c. 49), s. 
68, applicable to 1990 ef seq. _ 


Related Provisions [s. 91]: 20(13) — Dividend on share from 
foreign affiliate of taxpayer; 80.1(4)(c) — Assets acquired from for- 
eign affiliate as dividend in kind or benefit to shareholder; 
87(2)(u) — Amalgamations; 92(1) — Adjusted cost base of share in 
foreign affiliate; 94(1)(d) — Application of certain provisions to 
trusts not resident in Canada; 113(1) — Deductiom for dividend re- 
ceived from foreign affiliate; 233.2-233.5 — Disclosure of foreign 
property. 

Pre-RSC History [s. 91]: S. 91 substituted by 1974-75-76, c. 26, 
s. 56, applicable to 1972 et seq. 


Definitions [s. 91]: “amount” — 248(1); 
251(1); “Canada” — 255; 


“arm’s length” — 
“controlled foreign affiliate’ — 94(1)(d), 
95(1), 248(1); “dividend” — 248(1); “foreign accrual property in- 
come”, “foreign accrual tax’ —95(1); “foreign affiliate” — 
94(1)(d), 95(1), 248(1); “Minister” — 248(1); “participating per- 
centage” — 95(1); “relevant tax factor’ — 95(1); “resident in Can- 
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ada” — 250; “share” — 248(1); “taxable Canadian corporation” — 
89(1), 248(1); “taxable surplus” — 113(1)(b)(@), Reg. 5907(1)(k); 
“taxation year” —95(1) (for foreign affiliate only), 249; “tax- 
payer” — 248(1). 

Interpretation Bulletins [s. 91]: IT-392: Meaning of the term 
“share”; IT-451R: Deemed disposition and acquisition on ceasing to 
be or becoming resident in Canada. 


92. (1) Adjusted cost base of share of foreign 
affiliate — In computing, at any time in a taxation 
year, the adjusted cost base to a taxpayer resident in 
Canada of any share owned by the taxpayer of the 
capital stock of a foreign affiliate of the taxpayer, 


(a) there shall be added any amount required to 
be included in respect of that share by reason of 
subsection 91(1) or (3) in computing the tax- 
payer’s income for the year or any preceding tax- 
ation year (or that would have been so required to 
be included but for subsection 56(4.1) and sec- 
tions 74.1 to 75 of this Act and section 74 of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952); and 


(b) there shall be deducted in respect of that share 


(1) any amount deducted by the taxpayer by 
reason of subsection 91(2) or (4), and 


(ii) any dividend received by the taxpayer 
before that time to the extent of the amount 
deducted by the taxpayer in respect thereof by 
reason of subsection 91(5) 


in computing the taxpayer’s income for the year 
or any preceding taxation year (or that would 
have been deductible by the taxpayer but for sub- 
section 56(4.1) and sections 74.1 to 75 of this Act 
and section 74 of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952). 
Related Provisions: 53(1)(d) — Adjusted cost base — additions; 
53(2)(b) — Adjusted cost base — deductions; 87(2)(u) — Shares of 


foreign affiliate; 91(6)— Amounts deductible re dividends 
received. 


Pre-RSC History: Paras. 92(1)(a), (b) amended by 1988, c. 55, s. 
63, to substitute “by reason of” for “by virtue of’ in 3 places, and 
“but for subsection 56(4.1) and sections 74 to 75” for “but for sec- 
tions 74 to 75” in 2 places, applicable to 1989 et seq. 


Subsec. 92(1) amended by 1986, c. 6, s. 49, applicable after May 
21, 1985, to substitute “sections 74 to 75” for “sections 74 and 75” 
in para. (a) and that portion following para. (b). 

Subsec. 92(1) substituted by 1974-75-76, c..26, subsec. 37D); appli- 
cable to 1972 et seq. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(2) Deduction in computing adjusted cost 
base — In computing, at any time in a taxation 
year; 
(a) the adjusted cost base to a corporation resi- 
dent in Canada (in this subsection referred to as 
n “owner’) of any share of the capital stock of a 
foreign affiliate of the corporation, or 


(b) the adjusted cost base to a foreign affiliate (in 
this subsection referred to as an “owner’) of a 
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person resident in Canada of any share of the 
capital stock of another foreign affiliate of that 
person, 


there shall be deducted, in respect of any dividend 
received on the share before that time by the owner 
of the share, an amount equal to the. amount, if any, 
by which 
(c) such portion of the amount of the dividend so 
received as was deductible by virtue of paragraph 
113(1)(d) from the income of the owner for the 
year in computing the owner’s taxable income for 
the year or as would have been so deductible if 
the owner had been a corporation resident in 
Canada, 


exceeds 


(d) such portion of any income or profits tax paid 
by the owner to the government of a country 
other than Canada as may reasonably be regarded 
as having been paid in respect of the portion de- 
scribed in paragraph (c). 
Related Provisions: 53(2)(b) — Adjusted cost. base — deduc- 
tions; 91(6) — Amounts deductible re dividends received. 


Pre-RSC History: All that portion of subsec. 92(2) following 
para. (b) and preceding para. (d) substituted by 1974-75-76, c. 26, 
subsec. 57(2), applicable to 1972 et seq. 


(3) Idem — In computing, at any time in a taxation 
year, the adjusted cost base to a corporation resident 
in Canada of any share of the capital stock of a for- 
eign affiliate of the corporation, there shall be de- 
ducted an amount in respect of any dividend re- 
ceived on the share by the corporation before that 
time equal to such portion of the amount so received 
as was deducted under subsection 113(2) from the 
income of the corporation for the year or any preced- 
ing year in computing its taxable income. 


Related Provisions: 53(2)(b) — Adjusted cost base — 
deductions. ; 


Pre-RSC History: Subsec. 92(3) substituted by 1974-75-76, c. 26, 
subsec. 57(3), applicable to 1972 et seq. 


Definitions [s. 92]: “adjusted cost base” —54, 248(1); 


“amount” — 248(1); “Canada” — 255; “corporation” — 248(1), In- 
terpretation Act 35(1); “dividend” — 248(1); “foreign affiliate” — 
95(1), 248(1); “person” — 248(1); “resident in Canada” — 250; 
“share” — 248(1); “taxable income” — 2(2), 248(1); “taxation 
year” — 95(1) (for foreign affiliate only), 249; “taxpayer” — 
248(1). ts 
Interpretation Bulletins [s. 92]: IT-392: Meaning of the term 
“share”; IT-451R: Deemed disposition and acquisition on ceasing to 
be or becoming resident in Canada. 


93. (1) Election re disposition of share in 
foreign affiliate — For the purposes of this Act, 
where a corporation resident in Canada so elects, in 
prescribed manner and within the prescribed time, in 
respect of any share of the capital stock of a foreign 
affiliate of the corporation disposed of by it or by 
another foreign affiliate of the corporation, 


(a) the amount (in this subsection referred to as 
the “elected amount”) designated by the corpora- 
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tion in its election not exceeding the proceeds of 
disposition of the share shall be deemed to have 
been a dividend received on the share from the 
affiliate by the disposing corporation or disposing 
affiliate, as the case may be, immediately before 
the disposition and not to have been proceeds of 
disposition; and 
(b) where subsection 40(3) applies to the dispos- 
ing corporation or disposing affiliate, as the case 
may be, in respect of the share, 
(i) the amount deemed by that subsection to 
be the gain of the disposing corporation or 
disposing affiliate, as the case may be, from 
the disposition of the share shall, except for 
the purposes of paragraph 53(1)(a), be 
deemed to be equal to the amount, if any, by 
which 


(A) the amount deemed by that subsection 
to be the gain from the disposition of the 
share determined without reference to this 
subparagraph 

exceeds 
(B) the elected amount, and 


(ii) for the. purposes of determining the ex- 
empt surplus, exempt deficit, taxable. surplus, 
taxable deficit and underlying foreign tax of 
the affiliate in respect of the corporation resi- 
dent in Canada (within the meanings assigned 
by the regulations for the purpose of section 
95), the affiliate shall be deemed at the time of 
disposition to have redeemed shares of a class 
of its capital stock. | 
Related Provisions: 40(3) — Deemed gain where amounts to be 
deducted from adjusted cost base exceed cost plus amounts to be 
added to adjusted cost base; 93(1.1)— Election re-share in foreign 
affiliate; 93(5) — Late filed elections; 95(2)(f) — Determination of 
certain components of foreign accrual property income. 
History: Subsec. 93(1) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 69(1), applicable to 1987 et seg. Subsec. 93(1) formerly 
read: 


93. (1) Election, re disposition of share in foreign affili- 
ate — Where. at any. time.a corporation. resident in Canada 
has so elected, in prescribed manner and within the pre- 
scribed time, in respect of any share of the capital stock of a 
foreign affiliate of the corporation disposed of by it or by an- 
other foreign affiliate of the corporation, for the purposes of 
this Act, an amount equal to the lesser of 


(a) the amount designated by the corporation in its elec- 
tion, and 
(b) the proceeds of disposition of the share 
shall be deemed to have been a dividend received on the 
share from the affiliate by the disposing corporation or dis- 
posing affiliate, as the case may be, immediately before the 
disposition and not to have been proceeds of disposition. 
Pre-RSC History: Subsec. 93(1) substituted by 1974-75-76, c. 26, 
subsec. 58(1), applicable to 1972 et seq. 
Selected Cases [subsec. 93(1)]: Terrador Investments Ltd. v. 


Canada, [1995] 2 C.T.C. 2260 (TCC) (Election under subsection 
93(1) did not change charactet of what was received). 


Regulations: 5902 (prescribed manner, prescribed time). 
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Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


Forms: T2107: Election in respect of a disposition of shares in a 
foreign affiliate. 


(1.1) Idem — Where at any time shares of the capi- 
tal stock of a foreign affiliate of a corporation resi- 
dent in Canada that are excluded property are: dis- 
posed of by another foreign affiliate of. the 
corporation (other than a disposition to which para- 
graph 95(2)(c), (d) or (e) applies), the corporation 
shall be deemed to have made an election at that 
time under subsection (1) in respect of each such 
share disposed of and in the election to have desig- 
nated an amount equal to such amount as is 
prescribed. 


Related Provisions: 95(2)(f) — Determination of certain compo- 
nents of foreign accrual property income. 


Pre-RSC History: Subsec. 93(1.1) added by 1980-81-82-83, c. 
140, s. 55, applicable with respect to dispositions occurring after 
November 12, 1981. 


Regulations: 5902(6) (prescribed amount). 


(2) Loss limitation on disposition of share — 
Where 


(a) a corporation resident in Canada has disposed 
of a share of the capital stock of any foreign affil- 
iate of the corporation, or 


(b) a foreign affiliate of a corporation resident in 
Canada has disposed of a share of the. capital 
stock of another foreign affiliate of the 
corporation, 


the amount of the loss of the disposing corporation 
from the disposition of the share shall be deemed. to 
be. the amount, if any, by which 


(c) the amount that would be the loss of the dis- 
posing corporation therefrom if this Act were 
read without reference to this subsection 


exceeds 
(d) the amount, if any, ee which 


(i) the total of all amounts received before the 
disposition of the sharé in respect of exempt 
dividends on the share or a share for which 
the share was substituted by 


(A) the disposing corporation, 
(B) a corporation related to the disposing 
corporation, 


(C) a foreign affiliate of the disposing cor- 
poration, or 


(D) a foreign affiliate of a corporation re- 
lated to the disposing corporation 


exceeds 


(11) the total of all amounts each of which is 
the amount by which a loss from a previous 
disposition of the share or a share for which 
the share was substituted by a corporation re- 
ferred to in any of clauses (i)(A).to.(D) has 
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been reduced because of this subsection. 


Related Provisions: 40(3) — Deemed gain where amounts to be 
deducted from adjusted cost base exceed cost plus amounts:to be 
added to adjusted cost base; 40(3.3), (3.4) — Limitation on loss 
where share acquired by affiliated person; 85(4) — Where loss from 
disposition of property to controlled corporation; 87(2)(u) — Amal- 
gamation; 93(3) — Exempt dividends; 93(4) — Loss on disposition 
of shares of foreign affiliate. 


History: That portion of,subsec. 93(2) following para. (b) substi- 
tuted by 1994, c. 7, Sch. IL. (1991, c. 49), subsec. 69(2), applicable 
to the determination of losses arising in 1985 et seq., except that, in 
its application to such losses from dispositions occurring before July 
13, 1990, para. (d) shall be read as follows: 


(d) the total of all amounts in respect of exempt dividends 
received by the disposing corporation on the share at any time 
before the disposition. 


That portion of subsec. 93(2) formerly read: 


the amount of any capital loss of the disposing corporation 
from the disposition of the share shall be deemed to be the 
, amount, if any, by which the amount of the capital loss there- 
from otherwise determined exceeds the total of all amounts in 
respect of exempt dividends received by the disposing corpo- 
ration on the share at any time before the disposition. 


(3) Exempt dividends — For the purposes of sub- 
section (2), 


(a) a dividend received by a corporation resident 
in Canada is an exempt dividend to the extent of 
the amount in respect of the dividend that is de- 
ductible from the income of the corporation in 
computing its taxable income by virtue of para- 
graph 113(1)(a), (b) or (c); and 


(b) a dividend received by a foreign affiliate of a 
corporation resident in Canada from another for- 
eign affiliate of that corporation is an exempt div- 
idend to the extent of the amount, if any, by 
_which the portion of the dividend that was not 
prescribed to. have been paid out of the pre-acqui- 
sition surplus of that other affiliate exceeds such 
portion of any income or profits tax paid by the 
first-mentioned affiliate as may reasonably be re- 
garded as having been paid in respect of that BoE: 
tion of the dividend. 


Pre-RSC History: Para. 93(3)(a) substituted by 1974-75-76, c. 26, 
subsec. 58(2), applicable to 1972 et seq. 


Regulations: 5900(1)(c) (amount peers to have been paid out 
of pre-acquisition surplus). 


(4) Loss on disposition of shares of foreign 
affiliate — Where a taxpayer resident in Canada or 
a foreign affiliate of the taxpayer (in this subsection 
referred to as the “vendor’’) has acquired shares ofa 
foreign affiliate of the taxpayer (in this subsection 
referred to as the “acquired affiliate’) on the disposi- 
tion of shares of any other foreign affiliate of the tax- 
payer (other than a disposition to which subsection 
85(4) applies), the following rules apply: 
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(a) the, capital loss therefrom otherwise deter- 
mined: shall be deemed to be nil; and 


 (b) in computing the adjusted cost base to the © 


vendor of all shares of any particular class of the 
capital stock of the acquired affiliate owned by 
the vendor immediately after the disposition, 
there shall be added an amount seippmined by the 
formula 


GRIME SRS 
(A — B) D 


where 


A is the cost amount to the vendor snittteaiarely 
before the disposition of the shares disposed 
of, } 


B 1s the total of 


(i) the proceeds of disposition of the shares 
disposed of, and 


(ii) the total of all amounts deducted under 

paragraph (2)(d) in computing losses of the 

vendor from the dispositions of the shares 
: disposed of, 


C is the fair market value, immediately after the 
disposition, of all shares of that particular 
class owned by it at that time, and 


D is the fair market value, immediately after the 
disposition, of all shares of the capital stock of 
the acquired affiliate owned by it at that time. 

Related Provisions: 93(2) — Loss limitation on disposition of 
share; 257 — Formula cannot calculate to less than zero. 


History: Para. 93(4)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 69(3), applicable to dispositions of shares occurring af- 
ter July 13, 1990. Para. 93(4)(b) formerly read: 


(b) in computing the adjusted cost base to the vendor of all 
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shares of any particular class of the capital stock of the ac- 
quired affiliate owned by it immediately after the disposition» | 
there shall be added the amount that is equal to that propor- 
tion of the amount, if any; by which 


(i) the cost amount to it immediately before the BSPOs: 
tion of the shares ct of 

exceeds 

’ -(ii) the proceeds of the disposition 

that’? 1" 
(iii) the fair market value, immediately after the disposi- 
tion, of all shares of that class owned by it at that time, 

is of 
(iv) the fair market value, immediately after the disposi- 


tion, of all shares of the capital stock of the acquired af- 
filiate owned by it at that time. 


Pre-RSC History: Subsec. 93(4) added by 1974-75-76, c. 26, 
subsec. 58(3), applicable to 1972 et seq. 


(5) Late filed elections — Where the election re- 
ferred to in subsection (1) was not made on or before 
the day on or before which the election was required 
by that subsection to be made, the election shall be 
deemed to have been made on that day if, on or 
before the day that is 3 years after that day, 


(a) the election is made in prescribed manner; and 


(b) an estimate of the penalty in respect of that 
election is paid by the corporation when that elec- 
tion is made. | 
Pre-RSC History: That part of subsec. 93(5) preceding para. (a) 
substituted by 1984, c. 45, subsec..29(1), to substitute “3” for “2”, 
applicable after February 15, 1984. 
Subsec. 93(5) added by 1979, c. 5, s. 31. 
Regulations: 5902 (prescribed manner). 


Forms: T2107: Election in respect of a disposition of shares in a 
foreign affiliate. 


(5.1) Special cases — Where, in the opinion of 
the Minister, the circumstances of a case are such 
that it would be just and equitable 


(a) to permit an election under subsection, (1) to 
be made after the day that is 3 years after the day 
on or before which the election was required by 
that subsection to be made, or 


(b) to permit an election made under subsection 
(1) to be amended, 


the election or amended election shall be deemed to 
have been made on the day on or before which the 
election: was so required to be made if 


(c) the election or amended election is made in 
prescribed form, and 


(d) an. estimate of the penalty in respect.of the 
election or amended election is paid by the corpo- 
ration when the election or amended election is 
made, 


and where this subsection applies to the amendment 
of an election, that: election ‘shall ie deemed not to 
have been effective. 


Pre-RSC History: Subsec. 93(5.1) added by 1984, c. 45, subsec. 
29(2),-applicable after February 15, 1984. 
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Forms: T2107: Election in respect of a disposition of shares in a 
foreign affiliate. 


(6) Penalty for late filed election — For the pur- 
poses of this section, the penalty in respect of an 
election or amended election referred to in paragraph 
(5)(a) or (5.1)(c) is an amount equal to the lesser of 


(a) '/4 of 1% of the amount designated in the elec- 
tion or amended election for each month or part 
of a month during the period commencing with 
the day on or before which the election is re- 
quired by subsection (1) to be made and ending 
on the day the election is made, and 


(b) an amount, not exceeding $8,000, equal to the 
product obtained by multiplying $100 by the 
number of months each of which is a month all or 
part of which is during the period referred to in 
paragraph (a). 
Related Provisions: 93(7) — Assessment of penalty; 220(3.1) — 
Waiver of penalty by Revenue Canada. 


Pre-RSC History: Subsec. 93(6) substituted by 1984, c. 45, sub- 
sec. 29(2), to add reference to para. (5.1)(c), to add “or amended 
election” and to substitute para. (b) in its entirety, applicable after 
February 15, 1984. Para. (b) formerly read: 

(b) $2,500. 


Subsec. 93(6) added by 1979, c. 5, s. 31. 


(7) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election 
and amended election referred to in paragraph (5)(a) 
or (5.1)(c), assess the penalty payable and send a no- 
tice of assessment to the corporation, and the corpo- 
ration shall pay forthwith to the Receiver General the 
amount, if any, by which the penalty so assessed ex- 
ceeds the total of all amounts previously paid on ac- 
count of that penalty. 

Pre-RSC History: Subsec. 93(7) substituted by 1984, c. 45, sub- 


sec. 29(2), to add reference to para. (5.1)(c) and to add “and 
amended election”, applicable after February 15, 1984. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Subsec. 93(7) added by 1979, c. 5, s. 31. 
Definitions [s. 93]: “adjusted cost base” — 54, 248(1); 


“amount” — 248(1); “Canada” — 255; “capital gain’, “capital 
loss” — 39(1), 248(1); “class” — of shares 248(6); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cost amount”, “divi- 
dend” — 248(1); “excluded property” — 95(1); “exempt sur- 
plus” — 113(1)(a), Reg. 5907(1)(d); “foreign affiliate” — 95(1), 
248(1); “Minister”, “prescribed” — 248(1); “proceeds of disposi- 
tion” — 54; “resident in Canada” — 250; “share” — 248(1); “‘taxa- 
ble income” — 2(2), 248(1); “taxable surplus” — 113(1)(b)(i), Reg. 
5907(1)(k); “taxation year” — 95(1) (for foreign affiliate only), 
249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 93]: IT-392: Meaning of the term 
“share”; IT-451R: Deemed disposition and acquisition on ceasing to 
be or becoming resident in Canada. 


94. (1) Application of certain provisions to 
trusts not resident in Canada — Where, 


(a) at any time in a taxation year of a trust that is 
not resident in Canada or that, but for paragraph 
(c), would not be so resident, a person benefi- 
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cially interested in the trust (in this section re- 
ferred to as a “beneficiary”) was 


(i) a person resident in Canada, 


(ii) a corporation or trust with which a person 
resident in Canada was not dealing at arm’s 
length, or 


(iii) a controlled foreign affiliate of a person 
resident in Canada, and 


(b) at any time in or before the taxation year of 
the trust, 


(i) the trust, or a non-resident corporation that 
would, if the trust were resident in Canada, be 
a controlled foreign affiliate of the trust, has, 
other than in prescribed circumstances, ac- 
quired property, directly or indirectly in any 
manner whatever, from 

(A) a particular person who 


(1) was the beneficiary referred to in 
paragraph (a), was related to that bene- 
ficiary or was the uncle, aunt, nephew 
or niece of that beneficiary, 


(II) was resident in Canada at any time 
in the 18 month period before the end 
of that year or, in the case of a person 
who has ceased to exist, was resident in 
Canada at any time in the 18 month pe- 
riod before the person ceased to exist, 
and 


(If) in the case of an individual, had 
before the end of that year been resi- 
dent in Canada for a period of, or peri- 
ods the total of which is, more than 60 
months, or 


(B) a trust or corporation that acquired the 
property, directly or indirectly in any man- 
ner whatever, from a particular person de- 
scribed in clause (A) with whom it was not 
dealing at arm’s length 


and the trust was not 


(C) an inter vivos trust created at any time 
before 1960 by a person who at that time 
was a non-resident person, 


(D) a testamentary trust that arose as a 
consequence of the death of an individual 
before 1976, or 


(E) governed by a foreign retirement ar- 
rangement, or 


(ii) all or any part of the interest of the benefi- 
Ciary in the trust was acquired directly or indi- 
rectly by the beneficiary by way of 


(A) purchase, 


(B) gift, bequest or inheritance from a per- 
son referred to in clause (i)(A) or (B), or 


(C) the exercise of a power of appointment 
by a person referred to in clause (i)(A) or 
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(B), 
the following rules apply for that taxation year of the 
trust: ae ; . 


(c) where the amount of the income or capital of 
the trust to be distributed at any time to any bene- 
ficiary of the trust depends on the exercise by any 
person of, or the failure by any person to exer- 
cise, any discretionary power, 


(i) the trust is deemed for. the purposes sof this 
Part and sections 233.3 and 233.4 to be a per- 
son resident in Canada no part of whose taxa- 
ble income is exempt because of section 149 
from Part I tax and whose taxable income for 
the taxation year is the total of 


(A) the amount, if any, that would but for 
this subparagraph be its: taxable income 
earned in Canada for that year, 


(B) the amount that would, if it were a 
trust to which paragraph (d) applies, be its 
foreign accrual property income for that 
year, and 


(C) .the amount, “if any, by which. the 
amount required by section 91 to be in- 
cluded in computing its income for the 
year exceeds the amount deducted for that 
year by virtue of. subsections 91(2), (4) and 
(5), and 


(ii) for the purposes of section 126, 


(A) the amounts referred to in clauses 
(i)(B) and (C) shall be deemed to be in- 
come of the trust from sources in the coun- 
try other than Canada in which the trust 
would, but for subparagraph (i), be resi- 
dent, and 


(B) such part of any income.or prafits tax 
paid by the trust for the year (other than — 


any tax paid by virtue of this section) that 
may reasonably be regarded as having 


been paid in respect of that income shall be | 
deemed to be the non-business-income tax | 


paid by the trust to the government of that 
country, and. 


(d) in any other case, for the paiposes of subsec- 
tions 91(1) to (4) and sections 95 and 233.4, 


(i) the trust shall, with respect to any benefici- 
ary under the trust the fair market value of 
whose beneficial interest in the trust is not less 
than 10% of the aggregate fair market value of 
all beneficial interests in the trust, be deemed 
to be a non-resident corporation that is con- 
trolled by the beneficiary, 

(ii) the trust shall be deemed to be a non-resi- 
dent corporation having a: capital stock of a 
single class divided into 100 issued shares, 
and 


(iii) each beneficiary under the trust shall be 


S. 94(1) 


deemed to own at any time the number of the 
“ issued shares that is‘equal to the proportion of 
100 that 


(A) the fair market value at that time of the 
beneficiary’s beneficial interest in the trust 
is of 
(B) the fair market value ‘at that time of all 
beneficial interests in the trust. 
Related’ Provisions: 94(2) — Rights and obligations; 94(3) — 
Deduction in computing taxable income; 94(4) — Deduction from 
foreign accrual property income; 94(5) — Adjusted cost base of 


capital interest in trust; 94(6) — Where financial assistance given; 
94.1(2) — Trust ‘covered by 94(1)(c) or (d) is a “non-resident en- 


| tity’, 12644 Foreign tax credit; 248(8) — Occurrences as a conse- 


quence of death; 248(25) — Beneficially interested. 


History: The opening words of subpara. 94(1)(c)(@i), and the open- 
ing words of para. 94(1)(d), amended by 1997, c. 25, subsecs. 20(1), 
(2), applicable after 1995. These portions: formerly, read: 


(i) the trust shall be:deemed for the purposes of this Part = 
to bea: person resident in Canada not exempt from. tax 
under section 149 whose taxable income for the taxation 
year is the total of i 


(d) in any other case, for the purposes of subsections 91(1) to 
(4) and section 95, 
Cl. 94(1)(b)(i)(E) added by 1994, c. 7, Sch. II suede c. 49), s. 70, 
applicable to 1990 et seq. 


Pre-RSC History:, All that portion of subpara. 94(1)(b)(i) preced- 
ing cl. (A) amended by 1985, c. 45, s. 45, to add “other than in 
prescribed circumstances”. 


Paras. 94(1)(a); (b) substituted by 1980-81-82-83,.c. 140,-subsec. 
56(1), applicable to taxation years of trusts commencing. after’ No- 
vember 12,-1981. Paras. (a), (b).formerly read: 


(a) at any time in a taxation year of a trust that is not resident . 
in Canada or that, but for paragraph (c), would not be so resi- 
dent, other than 


(i) an inter vivos trust created at any time before 1960 by 
a person who at that time was a non-resident person, or 


(ii) a testamentary trust that arose as a consequence of the 
death of an individual whose death occurred before 1976, 


a person. beneficially interested in the trust;(in this section re- 
ferred to as a “beneficiary”) was 


(ili) a,person resident in Canada, 


(iv) a corporation or trust with which a person resident i in 
Canada was not dealing at arm’ s length, or 


(v) a controlled foreign affiliate of a person resident in 
~ Canada, and 


(b) at any time in or before the taxation year of the trust, the 
trust, or a non-resident corporation that would, if the trust 

~ were resident in Canada, be a controlled foreign affiliate of 
the trust, has acquired property, directly or indirectly in any 
manner whatever, from 


(i) a particular person who 


(A) was the beneficiary referred to in paragraph (a), 
»»» was related to that person or was the uncle, aunt, 
nephew or niece of that person, 


. (B). was resident in Canada at any time in the 18 
month period before the end of that year or, in the 
~ case of a person who has ceased to exist, was resi- 

dent in Canada at any time in the 18 month period 
before he ceased to exist, and 
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(C) in the case of an individual, had before the end of 
that year been resident in Canada for a period of, or 
periods the aggregate of which is, more than 60 
months, or 


(ii) a trust or corporation that was not dealing at arm’s 
length with a particular person described in subparagraph 
(1), 
Regulations: 5909 (prescribed circumstances for 94(1)(b)(i)). 
Interpretation Bulletins: IT-447: Residence of a trust or estate. 


Information Circulars: 77-9R: Books, records and other pSaUageS 
ments for taxpayers having foreign affiliates. 


(2) Rights and obligations — Where paragraph 
(1)(c) is applicable to a trust, each person described 
in clause (1)(b)(i)(A) or (B) shall jointly and sever- 
ally with the trust have the rights and obligations of 
the trust by virtue of Divisions I and J and. shall be 
subject to the provisions of Part XV, but no amount 
in respect of taxes, penalties, costs and other 
amounts payable under this Act shall be recoverable 
from any such person except to the extent of 


(a) amounts paid to the person by the trust or the 
payment of which from the trust the person is en- 
titled to enforce; and 


(b) amounts received by the person on the dispo- 
sition of an interest in the trust. 
Pre-RSC History: Subsec. 94(2) substituted by 1984, c..1, subsec. 
41(1), to substitute “clause (1)(b)(i)(A) or (B)” for “subparagraph 
(1)(b)(i) or (ii)” applicable to taxation years of trusts commencing 
after November 12, 1981. 


(3) Deduction in computing taxable in- 
come — In computing the amount of taxable in- 
come of a trust to which paragraph (1)(c) applies for 
any taxation year, there may be deducted such por- 
tion of the amount that would, but for this subsec- 
tion, be included in computing the taxable income of 
the trust for the year by virtue of clauses (1)(c)(i)(B) 
and (C) as may reasonably be considered as having 
become an amount payable in the year within the 
meaning of subsection 104(24) to a beneficiary. 


Interpretation Bulletins: IT-342R: Trusts — income payable to 
beneficiaries. 


(4) Deduction from foreign accrual property 
income — In computing the foreign accrual prop- 
erty income of a trust to which paragraph (1)(d) ap- 
plies for any taxation year, there may be deducted 
such portion of the amount that would, but for this 
subsection, be the foreign accrual property income of 
the trust as may reasonably be considered as having 
become an amount payable in the year within the 
meaning of subsection 104(24) to a beneficiary. 


interpretation Bulletins: IT-342R: Trusts — income payable to 
beneficiaries. 


(5) Adjusted cost base of capital interest in 
trust — In computing, at any time in a taxation 
year, the adjusted cost base to a taxpayer resident in 
Canada of a capital interest in a trust to which para- 
graph (1)(d) applies, 

(a) there shall be added any amount required by 
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subsection 91(1) or (3) to be included in comput- 
ing the taxpayer’s income for the year or any pre- 
ceding taxation year (or that would have been so 
required to be included but for subsection 56(4.1) 
and sections 74.1 to 75 of this Act and section 74 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952) in respect of that 
interest; and 


(b) there shall be deducted any amount deducted 
by the taxpayer by reason of subsection 91(2) or 
(4) in computing the taxpayer’s income for the 
year or any preceding taxation year (or that 
would have been so deductible by the taxpayer 
but for subsection 56(4.1) and sections 74.1 to 75 
of this Act and section 74 of the Income Tax Act, 
_ chapter 148 of the Revised Statutes. of Canada, 
~ 1952) in respect of that interest. 


Related Provisions: 53(1)(d.1) — Addition to adjusted cost base; 
53(2)(b.1) — Reduction in adjusted cost base. 


Pre-RSC History: Paras. 94(5)(a), (b) amended by 1988, c. 55, s. 
64, to substitute “by reason of” for “by virtue of’ in para. (b) and 
“but for subsection 56(4.1) and sections 74 to 75” for “but for sec- 
tions 74 to 75” in paras. (a) and (b), applicable to 1989 et seq. 


Subsec. 94(5) amended by 1986, c. 6, s. 50, applicable after May 
21, 1985, to substitute in paras. @ and (b) “sections: 74 to 75” for 
“sections 74 and 75”. 


(6) Where financial assistance given — For 
the purposes of paragraph (1)(b), a trust or a non- 
resident corporation shall be deemed to have ac- 
quired property from any person who has given a 
guarantee on its behalf or from whom it has received 
any other financial assistance whatever. 


(7) [Repealed] 


History: Subsec. 94(7) repealed by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 39, applicable after 1990. [See now subsec. 248(25).] Subsec. 
(7) formerly read: 


(7) Beneficially interested — For the purposes of this sec- 
‘tion, a person is beneficially interested in a trust if that person 
has any right (whether immediate or future, whether absolute 
_.or contingent or whether conditional on or subject to the exer- 
cise of a discretionary power by any person or persons) to 
receive any of the income or capital of the trust either directly 
from the trust or indirectly through one or more other trusts. 


Pre-RSC History: Subsec. 94(7) added by 1980-81-82-83, c. 140, 
subsec. 56(2), applicable to taxation years of trusts commencing af- 
ter. November 12, 1981. 


Pre-RSC History [s. 94]: S. 94 substituted by 1974-75-76, c. 26, 
s. 59, applicable to 1972 et seq. 


Definitions [s. 94]: “adjusted cost base” — 54, 248(1); “allowa- 
ble capital loss” — 38(b), 248(1); “amount”, “annuity” — 248(1); 
“arm’s length” — 251(1); “aunt” ; “beneficially inter- 
ested” — 248(25); “beneficiary” —94(1)(a); “business” — 248(1); 
“Canada” — 255; “capital interest” — 108(1), 248(1); “controlled 
foreign affiliate’ — 95(1), 248(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “dividend” — 248(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “foreign accrual property income”, “for- 
eign affiliate” — 95(1), 248(1); “foreign retirement arrange- 
ment” — 248(1); “nephew”, “niece” — 252(2)(g); .“non-resi- 
dent” — 248(1); “non-resident-owned: investment corporation” — 
133(8), 248(1); “person”, “prescribed”, “property” — 248(1); “resi- 
dent in Canada” — 94(1)(c)(i), 250; “share” — 248(1); “taxable 
capital gain” — 38(a), 248(1); “taxable dividend” — 89(1), 248(1); 
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“taxable income” — 2(2), 248(1); “taxation year” — (of foreign af- 
filiate) 95(1); “taxpayer” — 248(1);-“testamentary trust” — 108(1), 
248(1); “trust” —- 104(1), 248(1), (3); “uncle” — 252(2)(f). 
Interpretation Bulletins [s. 94]: IT-451R: Deemed disposition 
and acquisition on ceasing to be or becoming resident in Canada. 


94.1 (1) Offshore investment fund property — 
Where in a taxation year a taxpayer, other than a 
non-resident-owned investment corporation, holds or 
has an interest in property (in this section referred to 
as an “offshore investment fund property”) 


(a) that is a share of the capital stock of, an inter- 
est in, or a debt of, a non-resident entity (other 
than a controlled foreign affiliate of the taxpayer 
or a prescribed non-resident entity) or an interest 
in or a right or option to acquire such a share, in- 
terest or debt, and 


(b) that may reasonably be considered to derive 
its value, directly or indirectly, primarily from 
portfolio investments of that or any other non- 
resident entity in 


(i) shares of the canal stock of one or more 
corporations, 


(ii) indebtedness or annuities, 


(iii) interests in one or more corporations, 
trusts, partnerships, Organizations, funds or 
entities, 


(iv) commodities, 
(v) real estate, 


(vi) Canadian or foreign resource properties, - 


(vii) currency of a country other than Canada, 
(viii) rights or options to acquire or dispose of 
any of the foregoing, or 
(ix) any combination of the’ foregoing, 
and it may reasonably be concluded, having regard 
to all the circumstances, including . 


(c) the nature, organization and operation of any 
non-resident entity and the form of, and the terms 
and conditions governing, the taxpayer’s interest 
in, or connection with, any non-resident entity, 


(d) the extent to which any income, profits and 
gains that may reasonably be considered to be 
earned or accrued, whether directly or indirectly, 
for the benefit of any non-resident entity are sub- 
ject to an income or profits tax that is signifi- 
cantly less than the income tax that would be ap- 
plicable to such income, profits and gains if they 
were earned directly by the taxpayer, and 


(e) the extent to which the: income, profits and 
gains of any non-resident entity for any fiscal pe- 
riod are distributed in that or the immediately fol- 
lowing fiscal period, 
that one of the main reasons for the taxpayer acquir- 
ing, holding or having the interest in such. property 
was to derive a benefit from portfolio investments in 
assets described in any of subparagraphs (b)(i) to (ix) 


761 


S. 94.1(2) des 


in such a manner that the taxes, if any, on the in- 
come, profits and gains from such assets for any par- 
ticular year are significantly less than the tax that 
would have been applicable under this Part if the in- 
come, profits and gains had been earned directly by 
the taxpayer, there shall be included in computing 
the taxpayer’s income for the year the amount, if 
any, by which 


-(f) the total of all amounts each of which is the 
product obtained when 


(i) the designated cost to the taxpayer of the 
offshore investment fund property at the end 
of a month in the year 


is multiplied by 


(ii) the quotient obtained heh the resorbed 
rate of interest for the period including that 
month is divided ey 12 


exceeds 


(g) the taxpayer’ s income for the year (other than 

a capital gain) from the offshore investment fund 

property determined without reference to this 

subsection. . . 
Related Provisions: 53(1)(m) — Addition to adjusted cost base; 
95(1)“foreign accrual property income”C — Application to deter- 
mination of FAPI. 


_ Pre-RSC History: Subpara. 94.1(1)(f)(i1) amended by 1985, c. 45, 


s.46, to’ substitute “prescribed rate of interest” for “rate of interest 
prescribed for the purpose of subsection 161(1)”. 


Regulations: 4301(c) (prescribed rate of. interest for 
94.1(1)(f)Gi)); to date, no prescribed non-resident entities prescribed 
for 94,1(1)(a): ° 


(2) Definitions — In this section, 


“designated cost” toa taxpayer at any time inva tax- 
ation year of an offshore investment fund property 
that the taxpayer holds. or has an interest in means 
the amount determined by the formula 


we BEG ep 
where 


A. is.the cost amount to the taxpayer of the property. 
at that time (determined without reference to par- 
agraph 53(1)(m)), 
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B is, where an additional amount has been made 


available by a person to another person after 1984 
and, before that time, whether by way of gift, 
loan, payment for a share, transfer of property at 
less than its fair market value or otherwise, in cir- 
- cumstances such that it may. reasonably be con- 
cluded that one of the main reasons for so making 
_ the additional amount available to the other per- 
son was to increase the value of the property, the 
total of all amounts each of which is the amount, 
if any, by which such an additional amount, ex- 
ceeds any increase in the cost amount to the tax- 
_ payer of the property Say virtue of that additional 
amount, . 


is the total of all amounts each of which is an 
amount included in respect of the offshore invest- 
ment fund property by virtue of this section in 
computing the taxpayer’s income for a preceding 
taxation year, and 


is, where the taxpayer held or had the interest in 
the property at the end of 1984, the amount, if 
any, by which the fair market value of the prop- 
erty at that time exceeds the cost.amount to the 
taxpayer of the property at that time, 
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except that the designated cost of an offshore invest- 
ment fund property that is a prescribed offshore in- 
vestment fund property is nil; 


Pre-RSC History: The, definition “designated cost’? was para. 
94.1(2)(a). It. contained descriptive subparagraphs instead of the 
present formula. The pre-R.S.C. version read: 


(a) “designated. cost” — “designated cost” to a taxpayer at 

any time in a taxation year of an offshore investment fund 

property that he holiss or has an interest in means the aggre- 

gate of 
(i) the cost amount to the taxpayer of the property at that 
time (determined without reference to paragraph 
53(1)(m)), 


(ii) where an additional amount had been made available 
by a person to another person after 1984 and before that 
time, whether by way of gift, loan, payment for a share, ' 
transfer of property at less than its fair market value or 
otherwise, in circumstances such that it may reasonably 
be concluded that one of the main reasons for so making 
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the additional amount available to the other person was. . 
to increase the value of the property, the aggregate of all 
_ amounts each of which is the amount, if any, by'which 
such an additional amount exceeds any increase in the 
cost amount to the taxpayer of the property by virtue of 
_ that. additional amount, ' 
(iii) the aggregate. of all amounts each of thick isan 
- amount included in respect of the offshore investment 
fund property by virtue of this section in computing the 
taxpayer’s income for a preceding taxation year, and 
(iv) where the taxpayer held or had the interest in the 
property at the end of 1984, the amount, if any, by which 
the fair market value of the property at that time exceeds 
the cost amount to’ the ie of the ie its at that 
time, 


except that the designated cost a an offshore investment fund 
property that is a prescribed offshore investment ie prop- 
erty is nil; and 
Regulations: 6900 (prescribed offshore investment fund 
property). 


‘non-resident entity’ means a corporation that is 
not resident in Canada, a partnership, organization, 
fund or entity that is not resident or is not situated in 
Canada or a trust with respect to which the rules in 
paragraph 94(1)(c) or (d) apply. 

Pre-RSC History: The definition “non-resident nee was para. 
94, 1(2)(b). | 


(3) Interpretation — Where subsection (1) is ap- 
plied with respect to an offshore investment fund 
ia that was 


~ (a) held by the taxpayer on February 15, 1984, 


(b) received as a stock dividend in respect of a 
share of the capital stock of a non-resident entity 
held by the taxpayer on February 15, 1984, 


(c) received as a stock dividend in respect of a 

share of the capital stock of a non-resident entity 

that the taxpayer had previously ‘received as de- 
scribed in paragraph (b), or - 


(d) substituted for a property held by the taxpayer 
on February 15, 1984 pursuant to an nee ers 
that existed on that date, 


the reference to “1984” in the descriptions ns B and 
D in the definition “designated cost” in subsection 
(2) shall be read as a reference to “1985”. 


Origin of subsec. 94.1(3): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the application rule in 1984, c,.45, s, 30, as 
amended by 1985, c. 45, s. 148). 


Pre-RSC History [s. 94.1]: S. 94.1 added by 1984, c. 45, s. 30, 
generally applicable after 1984; Hoon see sapaegh? OA: rea for 
exceptions. 


Definitions [s. 94.1]: “amount”, “fanuity” — 248(1); ‘Capital 
gain” — 39(1)(a), 248(1); “controlled foreign affiliate” — 95(1), 
248(1); “corporation” — 248(1), Interpretation Act 35(1); “cost 
amount” — 248(1); “designated cost” — 94.1(2); “fiscal period” — 
248(1), 249(2), 249.1; “foreign affiliate’ — 95(1), 248(1); “foreign 
resource property” — 66(15), 248(1); “investment corporation” — 
130(3), 248(1); “non-resident” — 94.1(2), 248(1); “offshore invest- 
ment fund- property” — 94.1(1);° “prescribed”, “property”, 
“share” — 248(1); “taxation year” — 249; ep — 248(1); 
“trust” — 104(1), 248(1), (3). 


interpretation Bulletins [s. 94.1]: IT-451R: Deemed disposition 
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and acquisition on ceasing to be or becoming resident in Canada. 


95. (1) Definitions for this subdivision — In 
this subdivision, 


_ “active business” of a foreign affiliate of a taxpayer 


means, any business carried on agby the affiliate other 
than , | 


(a) an investment Business carried on by the affil- 
iate, or, . 


(b) a business that is- sdeemed by gubbédtion (2) to 
be a business other than an active OESHICSS car- 
ried on by the affiliate; 


- Related Provisions: 95(1)“income from an active business” — 
_ What income included; 248(1) — Meanings.of “active business” 
_ and “business’’. 

_ History: The definition “active business” added to subsec. 95(1) by 
| 1995, c. 21, subsec. 46(3), applicable to taxation years of foreign 


affiliates of taxpayers that begin after 1994 except that, where there 
has been a change in the taxation year of a foreign affiliate of a 
taxpayer in 1994 and after: February 22,1994, the new. definition 
applies to taxation years of such foreign affiliate of the taxpayer that 
end after 1994, unless 


‘ ~@) such foreign. affiliate had requested that change i in 1 the taxa- 
tion year in writing before February. 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income. taxation; or 


(b) the first taxation "year. of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. , 


“controlled foreign affiliate”, at any time, of a tax- 
payer resident in Canada means a foreign affiliate of 
the taxpayer that was, at that time, controlled by 


(a) the taxpayer, 


(b) the taxpayer and not more | iat four other per- 
sons resident in Canada, 


(c) not more than 4 persons resident in Canada, 
other than the taxpayer, 


(d) a person or persons with whom the taxpayer 
does not deal at arm’s length, or 


(e) the, taxpayer anda person or persons. with 

whom the taxpayer does not deal at arm’s length; 
Related Provisions: .128.1(1)(d) — Foreign affiliate becoming 
resident in Canada deemed to have been controlled foreign ‘affiliate; 
233.4(4) — Reporting requirements; 248(1)“controlled foreign af- 
filiate” — Definition applies to entire Act, 
History: Paras. (c) to (e) of “controlled foreign affiliate” in aaa 
95(1) substituted for para. (c) by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 71(1), applicable to taxation years commencing after July 
13, 1990. Para. (c) formerly read: : 

(c) a related group. of. which the taxpayer. was a member; 


Pre-RSC History: The definition “controlled foreign affiliate” 
was para. 95(1)(a). See Table of Concordance, 

That portion of para. 95(1)(a) preceding subpara. (i) amended ‘by 
1988, c. 55, s. 65, to substitute “controlled by” for “controlled, di- 
rectly or indirectly in afly' manner whatever, by”, applicable to taxa- 
tion years commencing after 1988. 


“excluded property” of a foreign affiliate of a tax- 
payer means any property of the foreign affiliate that 
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(a) used or held by the foreign affiliate princi- 
pally for the purpose of gaining or producing in- 
come from an active business, 

(b) shares of the capital stock of another foreign 
affiliate of the taxpayer where all or substantially 
all of the property of the other foreign affiliate is 
excluded property, or 


(c) an amount receivable the interest on which is, 
or would be if interest were payable thereon, in- 
come from an active business by virtue of subpar- 
agraph (2)(a)(ii), 
and, for the purposes of the definitions “foreign affil- 
iate” in this subsection and “direct equity percent- 
age” in subsection (4) as they apply to this defini- 
tion, where at any time a foreign affiliate of a 
taxpayer has an interest in a partnership, 


(d) the partnership shall be deemed to be a non- 
resident corporation having capital stock of a sin- 
gle class divided into 100 issued shares, and 


(e) the affiliate shall be deemed to own at that 
time that proportion of the issued shares of that 
class that 


(1) the fair market value of the affiliate’s inter- 
est in the partnership at that time 


is of 
(ii) the fair market value of all interests in the 
partnership at that time; 


Related Provisions: 85.1(4) — Exception to share-for-share ex- 
change rules where foreign affiliate’s property is substantially all 
excluded property. 


History: That portion of the definition “excluded property” follow- 
ing para. (c) substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
71(2), applicable after 1989. That portion formerly read: 


and for the purpose of this definition, where a foreign affiliate 
of a taxpayer has an interest in a partnership and the fair mar- 
ket value of the interest is equal to or greater than 10% of the 
fair market value of all interests in the partnership, the part- 
nership shall be deemed to be another foreign affiliate of the 
taxpayer and the interest of the foreign affiliate in the partner- 
ship shall be deemed to be shares of the capital stock of that 
other foreign affiliate; 


Pre-RSC History: The definition “excluded property” was para. 
95(1)(a.1). See Table of Concordance. 
All that portion of paragraph 95(1)(a.1) following subpara. (iii) sub- 
stituted by 1984, c. 1, subsec. 42(1), applicable after November 12, 
1981. That portion formerly read: 
and for the purpose of this paragraph, where a foreign affili- 
ate of a taxpayer has an interest in a partnership the fair mar- 
ket value of which is at least 10% of the fair market value of 
all interests in the partnership, the partnership shall be 
deemed to be a foreign affiliate of the taxpayer; 


Para. 95(1)(a.1) added by 1980-81-82-83, c. 140, subsec 57(1), ap- 
plicable after November 12, 1981. 


“foreign accrual property income” of a foreign af- 
filiate of a taxpayer, for any taxation year of the af- 
filiate, means the amount determined by the formula 


(A+ ALY +4254 B +O) (D4 B 4B 4G) 
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where 


A is the amount that would, if section 80 did not 
apply to the affiliate for the year or a preceding 
taxation year, be the total of the affiliate’s in- 
comes for the year from property and businesses 
(other than active businesses) determined as if 
each amount described in clause (2)(a)(ii)(D) that 
was paid or payable, directly or indirectly, by the 
affiliate to another foreign affiliate of either the 
taxpayer or a person with whom the taxpayer 
does not deal at arm’s length were nil where an 
amount in respect of the income derived by the 
other foreign affiliate from that amount that was 
paid or payable to it by the affiliate was added in 
computing its income from an active business, 
other than 


(a) interest that would, by virtue of paragraph 
81(1)(m), not be included in computing the in- 
come of the affiliate if it were resident in 
Canada, 


(b) a dividend from another foreign affiliate of 
the taxpayer, 


(c) a taxable dividend to the extent that the 
amount thereof would, if the dividend were 
received by the taxpayer, be deductible by the 
taxpayer under section 112, or 


(d) any amount included because of subsec- 
tion 80.4(2) in the affiliate’s income in respect 
of indebtedness to another corporation that is 
a foreign affiliate of the taxpayer or of a per- 
son resident in Canada with whom the tax- 
payer does not deal at arm’s length, 


A.1. is 43 of the total of all amounts included in 
computing the affiliate’s income from property or 
businesses (other than active businesses) for the 
year because of subsection 80(13), 


A.2. is the amount determined for G in respect of 
the affiliate for the preceding taxation year, 


B is such portion of the affiliate’s taxable capital 
gains for the year from dispositions of property, 
other than dispositions of excluded property to 
which none of paragraphs (2)(c), (d) and (e) ap- 
ply, as may reasonably be considered to have ac- 
crued after its 1975 taxation year, 


C is where the affiliate is a controlled foreign affili- 
ate of the taxpayer, the amount that would be re- 
quired to be included in computing its income for 
the year if 


(a) subsection 94.1(1) were applicable in com- 
puting that income, and 


(b) the words “earned directly by the tax- 
payer” in that subsection were replaced by the 
words “earned by the person resident in Can- 
ada in respect of whom the taxpayer i is a for- 
eign affiliate’, Bion 
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D is the total of the affiliate’s losses for the year 
from property and businesses (other than active 
businesses) determined as if there were not in- 
cluded in the affiliate’s income any amount de- 
scribed in any of paragraphs (a) to (d) of the 
description of A and as if each amount described 
in clause (2)(a)(4i)(D) that was paid or payable, 
directly or indirectly, by the affiliate to another 
foreign affiliate of either the taxpayer or a person 
with whom the taxpayer does not deal at arm’s 
length were nil where an amount in respect of the 
income derived by the other foreign affiliate from 
that amount that was paid or payable to it by the 
affiliate was added in computing its income from 

-an active business, tiaie 


Eis such portion of the affiliate’s allowable capital 

‘losses for the year from dispositions of property, 
other than dispositions of excluded property to 
which none of paragraphs (2)(c), (d) and (e) ap- 
ply, as may reasonably be considered to have ac- 
crued after its 1975 taxation year, . 


F is the amount prescribed to be the deductible loss 
of the affiliate for the year and the five immedi- 
ately preceding taxation years, and 


G_ is the amount, if any, by which 


(a) the total of amounts determined for A.1 
and A.2 in respect of the affiliate for the year 


exceeds 


(b) the total of all amounts determined for D 
to F in respect of the affiliate for the year; 


Related Provisions: 40(3)(d)— Deemed gain where adjusted 
cost base would become negative; 53(1)(m)— Adjusted cost base 
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of offshore investment fund property; 95(2) — Determination of 
certain components. of FAPI; 257 — Formula cannot calculate to 
less than zero. 


History: The formula in the definition “foreign accrual property in- 
come” in subsec. 95(1) amended, and the descriptions of A.1 and 
A.2 added, by 1995, c. 21, subsecs,.32(1), (2), applicable to taxation 
years that end after February 21, 1994..The formula formerly read: 


(A +B+C)-(D+E+F) 


The opening words of the description of A in the definition “foreign 
accrual property income” in subsec. 95(1) amended by 1995, c. 21, 
subsec. 78(2), applicable to taxation. years of foreign affiliates of 
taxpayers that begin after 1994 except that, where there has been a 
change in the taxation year of a foreign affiliate of a taxpayer in 
1994 and after February 22, 1994, the amended description of A 
applies to taxation years of such foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate, had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation year of such foreign affiliate. 


In these instances, for taxation years that end after February 21, 
1994, the opening words of the description of A should be read as 
follows (1995, c. 21, subsec. 78(1)): 


A is the amount that would, if section 80 did not apply to 
the affiliate for the year or a preceding taxation year, be 
the total of the affiliate’s incomes for the year from prop- 
erty and businesses (other than active. businesses), other 
than 


The opening words of the description of A formerly read: 


A is the total of the affiliate’s incomes for the year from 
property and businesses other than active businesses, 
other than 


The description of D in the definition “foreign accrual property in- 
come” in subsec. 95(1) amended by 1995, c. 21, subsec. 46(2), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the amended legislation applies to taxation years of such 
foreign affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a timein 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


The description of D formerly read: 


D is the total of the affiliate’s losses for the year from prop- 
erty and businesses (other than active businesses) deter- 
mined as if there were not included in the affiliate’s in- 
come any amount described in any of paragraphs (a) to 
(d) of the description of A, 


The description of G added to the definition “foreign accrual prop- 
erty income” in subsec. 95(1) by 1995, c. 21, subsec. 32(3), applica- 
ble to taxation years that end after February 21, 1994. 

Para. (d) of the description of A in “foreign accrual property in- 
come” added by 1994, c..7, Sch. II (1991, c. 49), subsec. 71(3), 
applicable to 1987 et seq. 


The description of D in “foreign accrual property income” amended 


Income Tax Act, Part I, Div. B 


by 1994, c. 7, Sch. II (1991, c. 49), subsec. 71(4), to parenthesize 
“other than active businesses” and to substitute “paragraphs (a) to 
(d)” for “paragraphs (a), (b) or (c)”, applicable to 1987 et seq. 


Pre-RSC History: The definition “foreign accrual property in- 
come” was para. 95(1)(b). It contained descriptive subparagraphs 
instead of the present formula. The pre-R.S.C. version read: 


(b) “foreign accrual property income” — “foreign accrual 
property income” of a foreign affiliate of a taxpayer, for any 
taxation year of the affiliate, means the amount, if any, by 
which the aggregate of 


(i) the affiliate’s incomes for:the year from property and 
businesses other than active businesses, other than 


(A) interest that would, by virtue of paragraph 
81(1)(m), not be included in computing the income of 
the affiliate if it were resident in Canada, 


(B) a dividend from another foreign affiliate of the 
taxpayer, or 


(C) a taxable dividend to the extent that the amount 
thereof would, if the dividend were received by the 
taxpayer, be deductible by him under section 112, 
and 


(ii) such portion of the affiliate’s taxable capital gains for 
the year from dispositions of property, other than dispo- 
sitions of excluded property to which none of paragraphs 
(2)(c), (d) and (e) apply, as may reasonably be consid- 
ered to have accrued after its 1975 taxation year, and. 


( ii.1) where the affiliate is a controlled foreign affiliate of 
the taxpayer, the amount that would be required to be 
included in computing its income for the year if 


(A) subsection 94.1(1) were applicable in computing 
such income, and 


(B) the words “earned directly by the taxpayer” in 
that subsection were replaced by the words “earned 
by the person resident in Canada in respect of whom 
the taxpayer is a foreign affiliate” 


exceeds the aggregate of 


(iii) the affiliate’s losses for the year from property and 
businesses other than active businesses determined as if 
there were not included in the affiliate’s income any 
amount described in clause (i)(A), (B) or (C), 


(iv) such portion of the affiliate’s allowable capital losses 
for the year from dispositions of property, other than dis- 
positions of excluded property to which none of . 
paragraphs (2)(c), (d) and (e) apply, as may reasonably 
be considered to have accrued after its 1975 taxation 
year, and 


(v) the amount prescribed to be the deductible loss of the 
affiliate for the year and the five immediately preceding 
taxation years; 


Subpara. 95(1)(b)(@i.1) added by 1984, c. 45, s. 31, applicable after 
1984. 


Subparas. 95(1)(b)(ii) and (iv) amended by 1980-81-82-83, c. 140, 
subsecs. 57(2), (3), applicable to dispositions occuring after Novem- 
ber 12, 1981. That subpara. formerly read: 


(ii) such portion of the affiliate’s taxable capital gains for the | 
year from dispositions of property (other than property used _ 
by it principally for the purpose of gaining or producing in- 
come from an active business) as may reasonably be consid- 
ered to have accrued after its 1975 taxation year 


(iv) such portion of the affiliate’s allowable capital losses for 
the year from dispositions of property (other than property 
used by it principally for the purpose of gaining or producing 
income from an active business) as may reasonably be con- 
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' sidered to have accrued after its 1975 taxation year, and 


Selected Cases [95(1)“foreign accrual property income”): 
Rostland Corp. v.. Canada, [1995] 2 €:T.C. 2276 (TCC) (Interest 
income in heavily leveraged real estate venture was income from an 
active business. and not FAPI), 


Regulations: 5903 (prescribed. deductible int 5907(2.8): oan 
fer of active business income. between foreign affiliates). 


1.T. Application, Rules: 35(1)(ITAR 26 does not apply in uieiohs 
mining gains and losses of foreign affiliates; 35(4) (where corpora- 
tion deemed to be foreign affiliate before May 1, 1974 because of 
election). 


Interpretation winedne HL ik? Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


“foreign accrual tax” applicable to any amount in- 
cluded in computing a taxpayer’s income by virtue 
of subsection 91(1) for a taxation year in respect of a 
particular foreign affiliate of the taxpayer means 


(a) the portion of any income or profits tax that 
was paid by , 
@ the particular affiliate, or 


(ii) any other foreign affiliate of the taxpayer 
in respect of a dividend received from the par- 
ticular affiliate. 


and that may reasonably be tegatded as sng 
ble to that amount, and 


(b) any amount prescribed in respect of the par- 
ticular affiliate to be foreign accrual tax applica- 
ble to that amount; 
Pre-RSC History: The definition “foreign accrual tax” was para. 
CRC G (a ae 
Para. 95(1)(c) amended: by 1980-81- 92. 83, c. 140, gt ara 57(4), 
applicable to 1982 et seq. Para 95(1)(c) formerly read: 


. (c) “foreign accrual tax” applicable to any amount included in 
computing a taxpayer’s income by virtue of subsection 91(1) 
for a taxation year in respect of a particular foreign affiliate of 
the taxpayer means the portion of any income or profits tax 
that was paid, by 
(i) the particular affiliate, or 
(ii) any other foreign affiliate of the taxpayer in respect 
of a dividend received from the particular affiliate 

and that may reasonably be regarded. as applicable; 


Regulations: 5907(1.3) (prescribed foreign-.accrual tax). 


“foreign affiliate”, at any time, of a taxpayer resi- 
dent in Canada means a non-resident eotnuranon in 
which, at that time, ; 


(a) the taxpayer’s equity percentage is not less 
~ than 1%, and 


(b) the total of the equity percentages in the cor- 
poration of the taxpayer and of each person re- 
lated to the taxpayer (where each such equity per- 
centage is determined as if the determinations 
under paragraph (b) of the definition “equity per- 
centage” in. subsection. (4) were made without 
reference to the equity percentage of any person 
in the taxpayer. or in any person related to the tax- 
payer) is not less than 10%, 


except that a corporation is not a foreign affiliate of a 
non-resident-owned investment corporation; 


S. 95(1) for 


Related Provisions: 87(8)— Merger of foreign affiliate; 
95(4) — Equity percentage; 128.1(1)(d) — Foreign affiliate becom- 
ing resident in Canada; 233.4(4) — Reporting requirements; 
248(1)“foreign affiliate’ — Definition applies ‘to entire Act. 


History: The definition “foreign affiliate” in subsec. 95(1) 
amended by 1995, c. 21, subsec. 46(1), applicable to taxation years 
of foreign affiliates of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and after February 22, 1994, the amended 
legislation applies to taxation years of such foreign affiliate of the 
taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
‘tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 

_ after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change, in the taxation of such foreign affiliate. 


The definition formerly read: 


“foreign affiliate”, at any time, of a taxpayer (other than a 
non-resident-owned investment corporation) resident in Can- 
ada means a corporation (other than a corporation resident in 

» Canada), in which, at that time, the taxpayer’s.equity percent- 
age was not less than 10%; 


Pre-RSC History: The definition “foreign affiliate” 
95(1)(d). 


Selected Cases [subsec. 95(1)“foreign affiliate”]: Old HW- 
GW Lid. v. Canada, [1993] 1 C.T.C. 363 (FCA); leave to appeal to 
SCC refused (Sept. 30, 1993), Doc. 23591 (SCC) (Puerto Rico sep- 
arate country from US under subsections 5907(10) and (11) of Reg- 
ulations; incentive to promote sales from Puerto Rico to US was 
“export” incentive; dividends from foreign affiliate in Puerto Rico 
not from “exempt surplus”). 


was para. 


IT. Application Rules: 35(4) (where corporation deemed to be 
foreign affiliate due to election made before May 6, 1974). 


Interpretation Bulletins: IT-343R: Meaning of the term “corpo- 
ration”; IT-451R: Deemed disposition and acquisition on ceasing to 
be or becoming resident in Canada. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


“foreign bank’ means an entity that would be a for- 
eign bank within the meaning assigned by the defini- 
tion of that expression in section 2 of the Bank Act if 


(a) that definition were'read without reference to 
the portion thereof after paragraph (g) thereof, 
and — 


(b) the entity had not been exempt under section 
12 of that Act from being a foreign bank; 


History: The definition “foreign bank” added to subsec. 95(1) by 
1995, c. 21, subsec. 46(3), applicable to taxation years of foreign 
affiliates of taxpayers that begin after 1994 except that, where there 
has been a change in the taxation year of a foreign affiliate of a 
taxpayer in 1994 and after February 22, 1994, the new definition 
applies to taxation years of such foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
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that change in the taxation of such foreign affiliate. 


“income from an active business” of a foreign af- 
filiate of a taxpayer for a taxation year includes, for 
greater certainty, any income of the affiliate for the 
year that pertains to or is incident to that business but 
does not include 


(a) other income that is its income from property 
for the year, or 


(b) its income for the year from a business that is 
deemed by subsection (2) to be a business other 
than an active business carried on by the affiliate; 


Related Provisions: 95(1)‘‘active business” — Businesses ex- 
cluded; 95(1)“income from property” — Extended meaning of in- 
come from property. 


History: The definition “income from an active business” added to 
subsec. 95(1) by 1995, c. 21, subsec. 46(3), applicable to taxation 
years of foreign affiliates of taxpayers that begin after 1994 except 
that, where there has been a change in the taxation year of a foreign 
affiliate of a taxpayer in 1994 and after February 22, 1994, the new 
definition applies to taxation years of such foreign affiliate of the 
taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 

(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


‘income from property” of a foreign affiliate of a 
taxpayer for a taxation year includes its income for 
the year from an investment business and its income 
for the year from an adventure or concern in the na- 
ture of trade, but, for greater certainty, does not 1n- 
clude its income for the year that is because of sub- 
section (2) included in its income from: an active 
business or in its income from a business other than 
an active business; 

Related Provisions: 9(1) — Determination of income from prop- 


erty; 95(1)“investment business” — Meaning of investment busi- 
ness; 95(2)(1) — Income from trading or dealing in indebtedness. 


History: The definition “income from property” added to subsec. 
95(1) by 1995, c. 21, subsec. 46(3), applicable. to-taxation years of 
foreign affiliates of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and after February 22, 1994, the new defi- 
nition applies to taxation years of such foreign affiliate of the tax- 
payer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the. taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


“investment business” of a foreign affiliate of a tax- 
payer means a business carried on by the affiliate in 
a taxation year (other than a business deemed by 
subsection (2) to be a business other than an active 
business carried on by the affiliate) the principal pur- 
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pose of which is to derive income from property (in- 
cluding interest, dividends, rents, royalties or any 
similar returns or substitutes therefor), income from 
the insurance or reinsurance of risks, income from 
the factoring of trade accounts receivable, or profits 
from the disposition of investment property, unless it 
is established by the taxpayer or the affiliate that, 
throughout the period in the year during which the 
business was carried on by the affiliate, 


(a) the business (other than any business con- 
ducted principally with persons with whom the 
affiliate does not deal at arm’s length) is 


(i) a business carried on by it as a foreign 
bank, a trust-company, a credit union, an in- 
surance corporation or a trader or dealer in se- 
curities or commodities, the activities of 
which are regulated in the country in which 
the business is principally carried on, or 


(ii) the development of real estate for sale, the 
lending of money, the leasing or licensing of 
property or the insurance or reinsurance of 
risks, and 


(b) the affiliate or, where the affiliate carries on 
the business as a member of a partnership (except 
where the affiliate is a specified member of the 
partnership in a fiscal period of the partnership 
that ends in the year), the partnership employs 


(1) more than 5 employees full time in the ac- 
tive conduct of the business, or 


(ii) the equivalent of more than 5 employees 
full time in the active conduct of the business 
taking into consideration only the services 
provided by its employees and the services 
provided outside Canada to the affiliate or the 
partnership by the employees of 


(A) a corporation related to the affiliate 
(otherwise than because of a right referred 
to in paragraph 251(5)(b)), or 
(B) members of the partnership (other than 
a member of the partnership that was a 
specified member of the partnership in a 
fiscal period of the partnership that ends in 
the year) | 


where the corporation or members referred to 
in clause (A) or (B) receive compensation 
from the affiliate or the partnership for the 
services provided to the affiliate or the part- 
nership by those employees the value of 
which is not less than the cost to such corpo- 
ration or members of the compensation paid 
or accruing to the benefit of those employees 
that performed the services during the time 
the services were performed by those 
employees; : 

Related Provisions: 95(1)‘active business”(a) — Investment 

business excluded from active business; 95(2)(a.2) — Income from 


insurance business; 95(2.1) — Whether dealing with foreign affili- 
ate at arm’s length; 125(7) — Analogous definition of “specified in- 
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vestment business” for small business deduction. purposes, 


History: The definition “investment business” added to subsec. 
95(1) by 1995, c. 21, subsec. 46(3), applicable to taxation years of 
foreign affiliates of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
jate of a taxpayer in 1994 and after February 22, 1994, the new defi- 
nition applies to taxation years of such foreign affiliate of the tax- 
payer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


‘“Gnvestment property” of a foreign affiliate of a 
taxpayer includes 


(a) a share of the capital stock of a corporation 
other than a share of another foreign affiliate of 
the taxpayer that is excluded property of the 
affiliate, 


- (b) an- interest in a partnership other than an inter- 
est in.a partnership that is excluded property of 
the affiliate, 


(c) an interest in a trust ‘other than an interest in a 
trust that is excluded property of the affiliate, 


(d) indebtedness or annuities, 


(e) commodities or commodities futures pur- 
chased or sold, directly or indirectly in any man- 
ner whatever, on a commodities or commodities 
futures exchange (except commodities manufac- 
tured, produced, grown, extracted or processed 
by the affiliate or a person to whom the affiliate 
is related (otherwise than because of a right re- 
ferred to in paragraph 251(5)(b)) or commodities 
futures in respect of such commodities), 


(f) currency, 
(g) real estate, 
(h) Canadian and foreign resource properties, 


(i) interests in funds or entities other than corpo- 
rations, partnerships and trusts, and 


(j) interests or options in respect of property that 
is included in any of paragraphs (a) to (1); 


History: The definition “investment property” added to subsec. 
95(1) by 1995, c. 21, subsec. 46(3), applicable to taxation years of 
foreign affiliates of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and after February 22, 1994, the new defi- 
nition applies to taxation years of such foreign affiliate of the tax- 
payer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


S. 95(1) len 


“ease obligation” of a person includes an obliga- 
tion under an agreement that authorizes the use of or 
the production or reproduction of property including 
information or any other thing; 

History: The definition “lease obligation” added to subsec. 95(1) 
by 1995, c. 21, subsec. 46(3), applicable to taxation years of foreign 
affiliates of taxpayers that begin after 1994 except that, where there 
has been a change in the taxation year of a foreign affiliate of a 
taxpayer in 1994 and after February 22, 1994, the new definition 
applies to taxation years of such foreign bes of the axpayet that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that faxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


“lending of money” by a person (for the purpose of 
this definition referred to as the “lender’’) includes 


(a) the acquisition by the lender of trade accounts 
receivable (other than trade accounts receivable 
owing by a person with whom the lender does not 
deal at arm’s length) from ‘another person or the 
acquisition by the lender of any interest in any 
such accounts receivable, 


(b) the acquisition by the lender of loans ade by 
and lending assets (other than loans or lending as- 
sets owing by a person with whom the lender 
does not deal at'arm’s length) of another person 
or the acquisition by the lender of any interest in 
such a loan or lending asset, | 


(c) the acquisition by the lender of a foreign re- 
source property (other than a foreign resource 
property that is a rental or royalty payable by a 
person with whom the lender does not deal at 
arm’s length) of another person, and 


(d) the sale by the lender of loans or lending as- 
sets (other than loans or lending assets owing by 
a person with whom the lender does not deal at 
arm’s length) or the sale by the lender of any in- 
terest in such loans or lending assets; 
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History: The definition “lending of money” added to subsec. 95(1) 
by 1995, c. 21, subsec. 46(3), applicable to taxation years of foreign 
affiliates of taxpayers that begin after 1994 except that, where there 
has been a change in the taxation year of a foreign affiliate of a 
taxpayer in 1994 and after February 22, 1994, the new defintion ap- 
plies to taxation years of such foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before-February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


“licensing of property” includes authorizing the use 
of or the production or reproduction of property in- 
cluding information or any other thing; 


History: The definition “licensing of property” added to subsec. 
95(1) by 1995, c. 21, subsec. 46(3), applicable to taxation years of 
foreign affiliates of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and after February 22, 1994, the new defi- 
nition applies to taxation years of such foreign affiliate of the tax- 
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payer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


“participating percentage” of a particular share 
owned by a taxpayer of the capital stock of a corpo- 
ration in respect of any foreign affiliate of the tax- 
payer that was, at the end of its taxation year, a con- 
trolled foreign affiliate of the taxpayer is 


(a) where the foreign accrual property income of 
the affiliate for that year is $5,000 or less, nil, and 


(b) where the foreign accrual property income of 
the affiliate for that year exceeds $5,000, 


(i) where the affiliate and each corporation 
that is relevant to the determination of the tax- 
payer’s equity percentage in the affiliate has 
only one class of issued shares at the end of 
that taxation year of the affiliate, the percent- 
age that would be the taxpayer’s equity per- 
centage in the affiliate at that time on the as- 
sumption that the taxpayer owned no shares 
other than the particular share (but in no case 
shall that assumption be made for the purpose 
of determining whether or not a corporation is 
a foreign affiliate of the taxpayer), and 


(ii) in any other case, the percentage deter- 
mined in prescribed manner; 


Related Provisions: 95(1) — Foreign accrual prepedie income; 
95(1) — Foreign affiliate; 95(4) — Equity percentage. 

Pre-RSC History: The definition “participating percentage” was 
para. 95(1)(e). 

Regulations: 5904 (prescribed manner). 


“relevant tax factor” means 
(a) where the taxpayer is an individual, 2, or 


(b) where the taxpayer is a corporation, the quo- 
tient obtained when one is divided by the percent- 
age set out in paragraph 123(1)(a); 

Pre-RSC History: The definition “ 

95(1)(f). 

Subpara. 95(1)(f)(ii) substituted by 1985, c. 45, subsec, 47(1), appli- 


cable to taxation years commencing after June 22, 1984. Subpara. 
95(1)(HGi) formerly read: 


(11) where the taxpayer is a corporation, the factor obtained 
when one is divided by the percentage referred to in section 
123 for the taxation year; 


relevant tax factor” was para. 


“surplus entitlement percentage’’, at any time, of a 
taxpayer in respect of a foreign affiliate has the 
meaning assigned by regulation; and 

Pre-RSC History: Zhe definition 
age” was para. 95(1)(f.1). 


Para. 95(1)(f.1) added by 1980-8 1-82-83, c. 140, subsec. 515); ap- 
plicable after November 12, 1981. 


“surplus entitlement percent- 
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Regulations: 5905(13). 


“taxation year’ in relation to a foreign affiliate of a 
taxpayer means the period. for which the accounts of 
the foreign affiliate have been ordinarily made up, 
but no such period may exceed: 53 weeks 


Related Provisions: 95(1) — Foreign affiliate; 249 — Taxation 
year. ; 


Pre-RSC History: The definition: “taxation year” was para. 
95(1)(g). 


(2) Determination of certain components of 
foreign accrual property income — For the 
purposes of this subdivision, 


(a) in computing the income from an active busi- 
ness for a taxation year of a particular foreign af- 
filiate of a taxpayer in respect of which the tax- 
payer has a qualifying interest throughout the 
year there shall be included any income of the af- 
filiate for that year from sources in a country 
other than Canada that would otherwise be in- 
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come from property of the affiliate for the year to 
the extent that 


(i) the income i 
(A) is derived by the particular affiliate 
from activities that can reasonably be con- 
sidered to be directly related to the active 
‘business activities carried on in a country 
other than Canada by 
(I) any other non-resident corporation 
to which the particular affiliate and the 
taxpayer are related throughout the 
year, or i Oe 
(II) the taxpayer, where the taxpayer is 
a life insurance corporation resident in 
Canada throughout the year, and 


(B). would be included in computing the 
amount prescribed to be the. earnings or 
loss from.an active business carried on in a 
country other than Canada of 


(1) the non-resident corporation to 
which the particular affiliate and the 
taxpayer are related throughout the 
year, or “ile 


(Il) the taxpayer, where the taxpayer is 
a life insurance corporation resident in 
Canada throughout the year 


if it were a foreign affiliate of the taxpayer 
and the income were earned by it, 


(ii) the income is derived from amounts that 
were paid or payable, directly or indirectly, to 
the particular affiliate ora partnership of 
which the particular affiliate was a member 


(A). by ; 
(I) a non-resident corporation to which 


the particular affiliate and the taxpayer 
are related throughout the year, or 


(Il) a partnership of which a non-resi- 
dent corporation to which the particular 
affiliate and the taxpayer are related 
throughout the year is a member and of 
which that non-resident corporation is 
not a specified member at any time in a 
fiscal period of the partnership that 
ends in the year 


to the extent that those amounts that were 
paid or payable are for expenditures that 
would, if the non-resident corporation or 
the partnership were a foreign affiliate of 
the taxpayer, be deductible by it in the year 
or a subsequent year in computing the 
amounts prescribed to be its earnings or 
loss from an active business, other than an 
active business carried on in Canada, 


(B) by 
(1) another foreign affiliate of the tax- 
payer in respect of which the taxpayer 
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has a qualifying interest throughout the 
year, or 

(iI) a partnership of which another for- 
eign affiliate of the taxpayer in respect 
of which the taxpayer has a qualifying 
interest throughout the year is a mem- 
ber and of which that other affiliate is 
not a specified member at any time in a 
fiscal period of the partnership that 
ends in the year 


to the extent that those amounts that were 
paid or payable are for expenditures that 
were or would be, if the partnership were a 
foreign affiliate of the taxpayer, deductible 
in the year or a subsequent taxation year 
by the other affiliate or the partnership in 
computing the amounts prescribed to be its 
earnings or loss from an active business, 
other than an active business carried on in 
Canada, 

(C) by a partnership of which the particu- 
lar affiliate is a member and of which the 
particular affiliate is not a specified mem- 
ber at any time in a fiscal period of the 
partnership that ends in the year to the ex- 
tent that those amounts that were paid or 
payable were for expenditures that would 
be, if the partnership were a foreign affili- 
ate of the taxpayer, deductible in the year 
or a subsequent year in computing the 
amounts prescribed to be its earnings or 
loss from an active business carried on by 
it outside Canada, 


(D) by another foreign affiliate of the tax- 
payer (in this clause referred to as the “‘sec- 
ond affiliate’) to which the particular affil- 
iate and the taxpayer are related 
throughout the year to the extent that the 
amounts are paid or payable by the second 
affiliate 


(1) under a legal obligation to pay inter- 
est on borrowed money used for the 
purpose of earning income from prop- 
erty, or 


(II) on an amount payable for property 
acquired for the purpose of gaining or 
producing income from property 
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tion in the same country, and 


(V) the amounts paid or payable are 
relevant in computing the liability for 
income taxes in that country of the 
members of a group of corporations 
composed of the second affiliate and 
one or more other foreign affiliates of 
the taxpayer (the shares of which are 
excluded property) that are resident and 
subject to income taxation in that coun- 
try and in respect of which the taxpayer 
has a qualifying interest throughout the 
year, or 


(E) by the taxpayer, where the taxpayer is 
a life insurance corporation resident in 
Canada (in this clause referred to as the 
“insurer’’), to the extent that those amounts 
that were paid or payable were for expend- 
itures that are deductible in the year or a 
subsequent taxation year by the insurer in 
computing its income or loss from carrying 
on its life insurance business outside Can- 
ada and are not deductible in the year or a 
subsequent taxation year in computing its 
income or loss from carrying on its life in- 
surance business in Canada, 


(i11) the income is derived by the particular af- 
filiate from the factoring of trade accounts re- 
ceivable acquired by the particular affiliate or 
a partnership of which the particular affiliate 
was a member from a non-resident corpora- 
tion to which the particular affiliate and the 
taxpayer are related throughout the year to the 
extent that the accounts receivable arose in the 
course of an active business carried on in a 
country other than Canada by the non-resident 
corporation, or 


(iv) the income is derived by the particular af- 
filiate from loans or lending assets acquired 
by the particular affiliate or a partnership of 
which the particular affiliate was a member 
from a non-resident corporation to which the 
particular affiliate and the taxpayer are related 
throughout the year to the extent that the loans 
or lending assets arose in the course of an ac- 
tive business carried on in a country other 
than Canada by the non-resident corporation; 


where (a.1) in computing the income from a business 
(III) the property is excluded property other than an active business for a taxation year 
of the second affiliate that is shares of a of a foreign affiliate of a taxpayer there shall be 
foreign affiliate (other than the particu- included the income of the affiliate for the year 
lar affiliate) of the taxpayer in respect from the sale of property (which, for the purposes 
of which the taxpayer has a qualifying of this paragraph, includes the income of the af- 
interest throughout the year (in this filiate for the year from the performance of ser- 
clause referred to as the “third vices as an agent in relation to a purchase or sale 
affiliate’), of property) where 


(IV) the second and third affiliates are 
resident in and subject to income taxa- 


(i) it is reasonable to conclude that the cost to 
any person of the property (other than prop- 
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erty that was manufactured, produced, grown, 
extracted or processed in Canada by the tax- 
payer or a person with whom the taxpayer 
does not deal at arm’s length in the course of 
carrying on a business in Canada and that was 
sold to non-resident persons other than the af- 
filiate or sold to the affiliate for sale to non- 
resident persons) is relevant in computing the 
income from a business carried on by the tax- 
payer or a person resident in Canada with 
whom the taxpayer does not deal at arm’s 
length or is relevant in computing the income 
from a business carried on in Canada by a 
non-resident person with whom the taxpayer 
does not deal at arm’s length, and 


(ii) the property was not manufactured, pro- 
duced, grown, extracted or processed in the 
country under whose laws the affiliate was 
formed or continued and exists and is gov- 
erned and in, which the affiliate’s business is 
principally carried on, : 
unless more than 90% of the gross revenue of the 
affiliate for the year from the sale of property is 
derived from the sale of such property (other than 
a property described in subparagraph (11) the cost 
of which to any person is a cost referred to in 
subparagraph (i)) to persons with whom the affil- 
iate deals at arm’s length (which, for this, pur- 
pose, includes a sale of property to a non-resident 
corporation with which the affiliate does not deal 
at arm’s length for sale to persons with whom the 
affiliate deals at arm’s length) and, where this 
paragraph applies to include income of the affili- 
ate from the sale of property in the income of the 
affiliate from a business other than an active 
business, 7 


(iii) the sale of such property shall be deemed 
to be a separate business, other than an active 
business, carried on by the affiliate, and 


(iv) any income of the affiliate that pertains to 
or is incident to that business shall be deemed 
to be income from a business other than an ac- 
tive business; : 


(a.2) in:computing the income from a business 
other than an active business for a taxation year 
of a foreign affiliate of a taxpayer there shall be 
included the income of the affiliate for the year 
from the insurance of a risk (which, for the pur- 
poses of this paragraph, includes income of the 
affiliate for the year from the reinsurance of a 
risk) where the risk was in respect of 


(i) a person resident in Canada, 
(ii) a property situated in Canada, or 
(iii) a business carried on in Canada 


unless more than 90% of the gross premium reve- 
nue of the affiliate for the year from the insurance 
of risks (net of reinsurance ceded) was in respect 
of the insurance of risks (other than risks in re- 
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spect of a person, a property or a business de- 
scribed in subparagraphs (i) to (iii)) of persons 
with whom the affiliate deals at arm’s length and, 
where this paragraph applies to include income of 
the affiliate from the insurance of risks in the in- 
come of the affiliate from a business other than 
an active business, 2h 


(iv) the insurance of those risks shall be 
deemed to be a separate business, other than 
an active business, carried on by the affiliate, 
and : 


(v) any income of the affiliate that pertains to 
or is incident to that business shall be deemed 

- to be income from a business other than an ac- 
tive business; 


(a.3) in computing the income from, a business 
other than an active business for a taxation year 
of a foreign affiliate of a taxpayer there shall be 
included the income of the affiliate for the year 
derived directly or indirectly from indebtedness 
(other than a specified deposit with a prescribed 
financial institution) and lease obligations 
(which, for the purposes of this. paragraph, in- 
cludes the income of the affiliate for the year 
from the purchase and sale of indebtedness and 
lease obligations on its own account) 


(i) of persons resident in Canada, or 


(ii) in respect of businesses carried on in 
Canada 


unless more than 90% of the gross revenue of the 
affiliate derived directly or indirectly from in- 
debtedness (other than a specified deposit with a 
prescribed financial institution) and lease obliga- 
tions was derived directly or indirectly from in- 
debtedness and lease obligations of non-resident 
persons with whom the affiliate deals at arm’s 
length and, where this paragraph applies to in- 
clude income of the affiliate for the year in the 
income of the affiliate from a business other than 
an active business, 


(iii) those activities carried out to earn such 
income shall be deemed to bea separate busi- 
ness, other than an active business, carried on 
by the affiliate, and 


(iv) any income of the affiliate that pertains to 
or i$ incident to that business shall be deemed 
to be income from a business other than an ac- 
tive business; 


(a.4) in computing the income from a business 
other than an active business for a taxation year 
of a foreign affiliate of a taxpayer there shall be 
included (to the extent not included under para- 
graph (a.3) in such income of the affiliate for the 
year) that proportion of the income of the. affiliate 
for the year derived directly or indirectly from in- 
debtedness and lease obligations (which, for the 
purposes of this paragraph, includes the income 
of the affiliate for the year from the purchase and 
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sale of indebtedness and lease obligations on its 
own account) in respect of a business carried on 
outside Canada by a partnership (any portion of 
the income or loss of which for fiscal periods of 
the partnership that end in the year is included or 
would, if the partnership had an income or loss 
for such fiscal periods, be included directly or in- 
directly in computing the income or loss of the 
taxpayer or a person resident in Canada with 
whom the taxpayer does not deal at arm’s length) 
that 


(i) the total of all amounts each of which is the 
income or loss of the partnership for fiscal pe- 
riods of the partnership that end in the year 
that are included directly or indirectly in com- 
puting the income or loss of the taxpayer or a 
person resident in Canada with whom the tax- 
payer does not deal at arm’s length 


is of 
(ii) the total of all amounts each of which is 


the income or loss of the partnership for fiscal 
periods of the partnership that end in the year 


unless more than 90% of the gross revenue of the 
affiliate derived directly or indirectly from in- 
debtedness and lease obligations was derived di- 
rectly or indirectly from indebtedness and lease 
obligations of non-resident persons with whom 
the affiliate deals at arm’s length (other than in- 
debtedness and lease obligations of a partnership 
described in this paragraph) and where this para- 
graph applies to include a proportion of the in- 
come of the affiliate for the year in the income of 
the affiliate from a business other than an active 
business 


(411) those activities carried out to. earn such 
income of the affiliate for the year shall be 
deemed to be a separate business, other than 
an active business, carried on by the affiliate, 
and 


(iv) any income of the affiliate that pertains to 
or is incident:to that business shall be deemed 
to be income from a business other than an ac- 
tive business 


and for the purpose_of this paragraph, where the 
income or loss of a partnership for a fiscal period 
that ends in the year is nil, the proportion of the 
income of the affiliate that is to be included in the 
income of the affiliate for the year from a busi- 
ness other than an active business. shall be deter- 
mined as if the partnership had income of 
$1,000,000 for that fiscal period; 


(b) where a controlled foreign affiliate of a tax- 
payer provides services or an undertaking to pro- 
vide services and 


(1) the amount paid or payable in considera- 
tion therefor 


(A) is deductible in computing the income 
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from a business carried on in Canada by 
any person in relation to whom the affiliate 
is a controlled foreign affiliate or by a per- 
son related to that person, or 


(B) was paid or payable by a person other 
than the taxpayer and can reasonably be 
considered to relate to an amount that was 
deductible by the taxpayer or a person re- 
lated to the taxpayer in computing the in- 
come of that taxpayer or person from a 
business carried on in Canada, or 


(ii) the services are performed or are to be 
performed by any person referred to in sub- 
paragraph (i) who is an individual resident in 
Canada, 
the provision of those services or the undertaking 
to provide those services shall be deemed to be a 
separate business, other than an active business, 
carried on by the affiliate, and any income from 
that business or that pertains to or is incident to 
that business shall be deemed to be income from 
a business other than an active business; © - 


(c) where a foreign affiliate of a taxpayer (in this 
paragraph referred to as the “disposing affiliate’’) 
has disposed of capital property that was shares 
of the capital stock of another foreign affiliate of 
the taxpayer (in this paragraph referred to as the 
“shares disposed of’) to any corporation that was, 
immediately following the disposition, a foreign 
affiliate of the taxpayer (in this paragraph rfe- 
ferred to as the “acquiring affiliate”) for consider- 
ation including shares of the capital stock of the 
acquiring affiliate, 
(i) the cost to the disposing affiliate of any 
property (other than shares of the capital stock 
of the acquiring affiliate) receivable by the 
disposing affiliate as consideration for the dis- 
position shall be deemed to be the fair market 
value of the property at the time of the 
disposition, : 
(i1) the cost to the disposing affiliate of any 
shares of any class of the capital stock of the 
acquiring affiliate receivable by the disposing 
affiliate as consideration for the disposition 
shall be deemed to be that proportion of the 
amount, if any, by which the total of the rele- 
vant cost bases to it, immediately before the 
disposition, of the shares disposed of exceeds 
the fair market value at that time of the con- 
sideration receivable for the disposition (other 
than shares of the capital stock of the acquir- 
ing affiliate) that 
(A) the fair market value, immediately af- 
ter the disposition, of those shares of the 
acquiring affiliate of that class 


is of 
(B) the fair market value, immediately af- 
ter the disposition, of all shares of the capi- 
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tal stock of the acquiring affiliate receiva- 
ble by the disposing affiliate. as 
consideration for the disposition, 


(iii) the disposing affiliate’s proceeds of dis- 


position of the shares shall be deemed to be an | 


amount equal to the cost to it of all shares and 
other property receivable by it from the ac- 
quiring affiliate as consideration for the dispo- 
sition, and 


(iv) the cost to the acquiring affiliate of the | 


shares acquired from the disposing affiliate 
shall be deemed to be an amount equal to the 


disposing affiliate’s proceeds of disposition | 


referred to in subparagraph (iii); 


- (d) where there has been a foreign merger in 
which the shares owned by a foreign affiliate of a 
taxpayer of the capital stock of a corporation that 
was a predecessor foreign corporation immedi- 
ately before the merger were exchanged for or 
became shares of the capital stock of the new for- 
eign corporation, subsection 87(4) applies to the 


foreign affiliate as if the references in that sub- | 


section to 


(i) “amalgamation” were read as “foreign 
merger’, 

(ii) “predecessor corporation” were read as 
“predecessor foreign corporation”, 


(iii) “new corporation” were read as “new for- 
eign corporation”, 

~ (iv) “adjusted cost base” were read as “rele- 
vant cost base’, and 


(v) “May 6, 1974” were read as “November 
12. 1981"; 


(d.1) where there has been a foreign merger of 
two or more predecessor foreign corporations, in 
respect of each of which a taxpayer’s surplus en- 
titlement percentage was not less than.90% im- 
mediately before the merger, to form a new for- 
eign. corporation in respect of which the 
taxpayer’s surplus entitlement percentage imme- 
diately after the merger was not less than 90%, 
other than a foreign merger where, under the in- 
come tax law of the country in which the prede- 
cessor foreign corporations were resident imme- 
diately before the merger, a gain or loss was 
recognized in respect of any capital property of a 
predecessor foreign corporation that became cap- 
ital property of the new foreign corporation in the 
course of the merger, 


(i) each capital property of the new foreign 
corporation that was a capital property of a 
predecessor foreign corporation immediately 
before the merger shall be deemed to have 
been disposed of by the predecessor foreign 
corporation immediately before the merger for 
proceeds of disposition equal to the cost 
amount of the property to the predecessor for- 
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eign corporation at that time; and 


(ii) for the purposes of this subsection and the 
definition “foreign accrual property income” 

in subsection (1), the new foreign corporation 
shall, with respect to any disposition by it of 
any capital property to which subparagraph (1) 
applied, be deemed to be the’same corporation 
as, and a continuation of, the predecessor for- 
eign corporation that owned the property im- 

- mediately before the merger, 


__ but for greater certainty nothing i in this paragraph 


shall affect the determination of whether any 


' property of a predecessor foreign corporation is 
‘disposed of ona foreign merger other than one to 


which this paragraph applies; 


(e) except as otherwise provided in paragraph 
(e.1), where. on the dissolution of a foreign affili- 
ate of a taxpayer (in this paragraph referred to as 
the “disposing affiliate”) one or more shares of 
the capital stock of another foreign affiliate of the 
taxpayer have been disposed of to a shareholder 
that is another foreign affiliate of the taxpayer, 


(i) the disposing affiliate’ S proceeds of dispo- 
sition of each such share and the cost thereof 
to the shareholder shall be.deemed to be an 
amount equal to the relevant cost base to the 

disposing affiliate of the share immediately 
before the dissolution, and 


(ii) the shareholder’s proceeds of Gen tion 

_ of the shares of the disposing affiliate shall be 
deemed to be the amount, if any, YY which the 
total of 


(A) the cost to the shareholder of the 
shares of the,other foreign affiliate, as de- 
termined. in subparagraph (i), and 


(B) the fair market value of any property 
(other than the shares referred to in clause 
(A)) disposed of by the disposing affiliate 
to the shareholder on the dissolution, 


exceeds 


(C) the total of all amounts each of which 
is the amount of any debt owing by the 
disposing affiliate; or of any other obliga- 
tion of the disposing affiliate to pay any 
amount, that was outstanding immediately 
before the dissolution and that was as- 
sumed or cancelled by the shareholder on 
the dissolution; 


(e.1) where there has been a liquidation and a dis- 
solution of a foreign affiliate (in this paragraph 
referred to as the “disposing affiliate”) of a tax- 
payer in respect of which, immediately before the 
liquidation, the taxpayer’s surplus entitlement 
percentage was not less than 90%, other than a 
liquidation and a dissolution where, under the in- 
come tax law of the country in'which the dispos- 
ing affiliate was resident immediately before the 
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liquidation, a gain or loss was recognized by the 
disposing affiliate in respect of any capital prop- 
erty distributed by it in the course of the liquida- 
tion to another foreign affiliate of the taxpayer 
resident in that country, the following rules ap- 
ply: 
(i) each capital property of the disposing affil- 
iate that was so distributed to another foreign 
affiliate of the taxpayer shall be deemed to 
have been disposed of by the disposing affili- 
ate for proceeds of disposition equal to the 
cost amount of the property to the disposing 
affiliate immediately before the distribution, 


(ii) for the purposes of this subsection and the 
definition “foreign accrual property income” 
in subsection (1), the other affiliate shall, with 
respect to any disposition by it of capital prop- 
erty to which subparagraph (i) applied, be 
deemed to be the same corporation as, and a 
continuation of, the disposing affiliate, and 


(iii) the other affiliate’s proceeds of disposi- 
tion of the shares of the capital stock of the 
disposing affiliate disposed of in the course of 
the liquidation shall be deemed to be the ad- 
justed cost base of those shares to the other 
affiliate immediately before the disposition; 


(f) except as otherwise provided in this subsec- 
tion, each taxable capital gain and each allowable 
capital loss of a foreign affiliate of a taxpayer 
from the disposition of property shall be com- 
puted in accordance with Part I, read without ref- 
erence to section 26 of the Income Tax Applica- 
tion Rules, as though the affiliate were resident in 
Canada 


(i) where that gain or loss is the gain or loss of 
a controlled foreign affiliate from the disposi- 
tion of property to which paragraph (c), (d) or 
(e) or 88(3)(a) applies or from any other dis- 
position of property (other than excluded 
property), in Canadian currency, and 


(11) in any other case, on the assumption that 
the currency of the country in which the affili- 
ate is resident or such other currency as is rea- 
sonable in the circumstances (in this subpara- 
graph referred’ to as the “calculating 
currency’) were the currency of Canada and, 
where subsection 39(2) is applicable, on the 
further assumptions that 


(A) the reference in that subsection to “the 
currency or currencies of one or more 
countries other than Canada relative to Ca- 
nadian currency” were read as a reference 
to “one or more currencies other than the 
calculating currency relative to the calcu- 
lating currency’’, and 


(B) the references therein to “of a country 
other than Canada” were read as references 
to “of a country other than the country of 
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the calculating currency”, 


except that in computing any such gain or loss 
from the disposition of property owned by the af- 
filiate at the time it last became a foreign affiliate 
of the taxpayer there shall not be included such 
portion of the gain or loss, as the case may be, as 


-may reasonably be considered to have accrued 


during the period that the affiliate was not a for- 
eign affiliate of 


(iii) the taxpayer, 
(iv) any person with whom the taxpayer was 
not dealing at arm’s length, 


(v) any person with whom the taxpayer would 
not have been dealing at arm’s length if the 
person had been in existence after the tax- 
payer came into existence, 


(vi) any predecessor corporation (within the 
meaning assigned by subsection 87( 1)) of the 
taxpayer or of a person Boner | in subpara- 
graph (iv) or (v), or 
(vii) any predecessor corporation (within the 
meaning assigned by paragraph 87(2)(1.2)) of 
the taxpayer or of a person described in sub- 
paragraph (iv) or (v); 
(g) where, by virtue of a fluctuation in-the value 
of the currency of a country other than Canada 
relative to the value of the Canadian dollar, a for- 
eign affiliate of a taxpayer has realized a taxable 
capital gain or an allowable capital loss in.a taxa- 
tion year on the settlement of a debt that was ow- 
ing to 
(i) another foreign affiliate of the taxpayer or 
any other non-resident corporation with which 
the taxpayer does not deal at arm’s length, or 


(i1) the affiliate by another foreign affiliate of 
the taxpayer or any other non-resident corpo- 
ration with which the taxpayer does not deal 
at arm’s length, 


such gain or loss, as the case may be, shall be 
deemed to be nil; 

(g.1) im computing the foreign accrual property 
income of a foreign affiliate of a taxpayer the Act 


shall be read 


(i) as if the expression “income, taxable in- 
come or taxable income earned in Canada, as 
the case may. be” in the definition “commer- 
cial debt obligation” in subsection 80(1) were 
read as “foreign accrual property income 
(within the meaning assigned by subsection 
95(1))’,. and 


(11) without reference to subsections 80(3) to 
(12), (15) and (17) and. 80.01(5) to (11) and 
sections 80.02 to 80.04; 
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(h) bare, by. virtue ofa fluctuation in-the value | 
ofthe currency of a country. other than Canada 
telative to the value of the Canadian dollar, a for- 

_ eign affiliate of a taxpayer has realized a taxable 

_ capital gain or an allowable capital loss in.a taxa- | 

_ tion year on ' 


(i) the redemption, Ene Ha thd or acquisition 

ofa share of the capital stock of, or the reduc- 
tion‘of the capital of, another foreign affiliate 
of the taxpayer, or 


(ii) the disposition to a:person:with whom the 
taxpayer does not deal»at arm’s length of a 
share of the capital stock of another foreign 
_ affiliate of the taxpayer, 


that gain or loss,.as the case may be, shall be 
deemed to be nil; 


(i) any gain or loss of a foreign affiliate of a axa 
payer from the settlement or extinguishment of a 
debt that related at all times to the acquisition of 
excluded property shall be deemed to be a gain or 
loss from the disposition of.excluded -property;, . 


(j) the adjusted cost base toa foreign affiliate of a 
taxpayer of an interest in a partnership at any 
time shall be such amount as is prescribed by 
regulation; 


(k) where, in a particular taxation eat a astoneige 
affiliate of a taxpayer 


(i) carries on°an investment business outside 
Canada and, in the preceding taxation year, 
that business was not an investment business 
of the affiliate (or the definition “investment 
business” in subsection (1) did not apply in re- 
spect. of the business in the preceding taxation 
year), or 

(ii) is deemed by aneivaea fh (a.1), (a. 2), a 3) 
or (a.4) to carry on a separate business, other 
than an active business, and, in the preceding 
taxation year, that paragraph did not apply to 
deem. the affiliate to be carrying on that sepa- 
rate business, 


for the purpose of computing the income of the 
affiliate from the investment business or the sepa- 
rate business as the case may be (in this subsec- 
tion referred to as the “foreign business’) for the 
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particular year and each subsequent taxation year 
in which the foreign business is carried:on, 


(iii) the affiliate shall be deemed 


(A) to have begun to carry on the foreign 
business in Canada at the later of the time 
the particular year began or the time that it 
began to carry on the foreign business, and 


(B) to have carried on the foreign business 
in Canada throughout that part of the par- 
ticular year and each such subsequent taxa- 
tion year in which the foreign business was 
carried on by it, 


(iv) where the foreign business of the affiliate 
is a business in respect of which, if the foreign 
business were carried on in Canada, the affili- 
ate would be required by law to report to a 
regulating authority in Canada such as the Su- 
perintendent of Financial Institutions or a sim- 
ilar authority of a province, the affiliate shall 
be deemed to have been required by law to re- 
port to and to. have been subject.to the super- 
vision of such regulating authority, and 


(v) paragraphs 138(11.91)(c) to (f) apply to 
the affiliate for the particular year in respect 
of the foreign business as if. | 


(A) the affiliate were the insurer referred 
to in subsection 138(11.91), 


(B) the particular year of the affiliate were 
the particular year of the insurer referred to 
in that. subsection, and 


(C) the foreign business of the affiliate 
were the business of the insurer referred to 
in that subsection; 


(1) in computing the income from property for a 
taxation year of a foreign affiliate of a taxpayer 
there shall be included the income of the affiliate 
for the year from a business (other than an invest- 


’ ment business of the affiliate) the principal pur- 


pose of which is to derive income from trading or 
dealing in indebtedness (which for the purpose of 
this paragraph includes the earning of interest on 
indebtedness) other than 


(i) indebtedness owing by persons with whom 
the affiliate deals at arm’s length who are resi- 
dent in the country in which the affiliate was 
formed or continued and exists and is gov- 
erned and in which the business is principally 
carried on, or ; 


(ii) trade accounts receivable. owing by per- 
sons. with whom the affiliate deals at arm’s 
length, 


unless 


(iii) the ‘business is iteancea on by thie affiliate 
as a foreign bank, a trust company, a credit 
union, an insurance corporation or a trader or 
dealer in securities or commodities, the activi- 
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ties of which are regulated in the country 

under whose laws’the affiliate was formed or 

continued and exists and is governed and in 

which the business is principally carried on, 

and 

(iv) the taxpayer is 
(A) a bank, a trust company, a credit 
union, an insurance corporation or a trader 
or dealer in securities or commodities resi- 
dent in Canada, the business activities of 
which are subject by law to the supervision 
of a regulating authority such as the Super- 
intendent of Financial Institutions or a sim- 
ilar authority of a province, 


(B) a subsidiary wholly-owned corporation 
of a corporation described in clause (A), or 


(C) a corporation of which a corporation 
described in clause (A) is a subsidiary 
wholly-owned. corporation; and. 
(m) a taxpayer has a qualifying interest in respect 
of a foreign affiliate of the taxpayer at any time 
if, at that time, the taxpayer owned 


(i) not less than 10% of the issued and out- 
standing shares (having full voting rights 
under all circumstances) of the affiliate, and 


(ii) shares of the affiliate having a fair market 
value of not less than 10% of the fair market 
value of all the issued: and outstanding shares 
of the affiliate 


and for the purpose of this paragraph - 


(iii) where, at any time, shares of a corpora- 
tion are owned or are deemed for the purposes 
of this paragraph to be owned by another cor- 
poration (in this paragraph referred to as the 
“holding corporation”), those shares. shall be 
deemed to be owned at that time by each 
shareholder of the holding corporation in a 
proportion equal to the PROPEAHOR of all such 
shares that 


(A) the fair market value of the shares of 
the holding corporation owned at that time 
by the shareholder 


is of 
(B) the fair market value of all the issued 


shares of the holding corporation outstand- 
ing at that time, 


(iv) where, at any time, shares of a corpora- 
tion are property of a partnership or are 
deemed for the purposes of this paragraph to 
be property of a partnership, those shares shall 
be deemed to be owned at that time by each 
member of the partnership in a proportion 
equal to the proportion of all such shares that 


(A) the member’s share of the income or 
loss of the partnership for its fiscal period 
that includes that time 
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is of 


(B) the income or loss of He partnership 
for its fiscal period that includes that time 


and for the purpose of this subparagraph, where 
the income and loss of the partnership for its fis- 
cal period that includes that time are nil, that pro- 

| portion shall be computed as if the partnership 
~ had income for the period in the amount of 
~ $1,000,000, and | 


(v) where, at any time, a person is a holder of 
convertible property issued by the affiliate 
before June 23, 1994 the terms of which con- 
fer on the holder the right to exchange the 
convertible property for shares of the affiliate 
and the taxpayer elects in its return of income 
for its first taxation year that ends after 1994 
to have the: provisions of this subparagraph 
apply to the taxpayer in respect of all the con- 
vertible property issued by the affiliate and 
outstanding: at that time, each holder shall, in 
respect of the convertible property held by it 
at that time, be deemed to eit immediately 
before that time, 


(A) exchanged the convertible property for 
shares of the affiliate, and 


(B)' acquired shares of the affiliate in ac- 
cordance with the terms and conditions of 
the convertible property. 


Related Provisions: 20(3) — Purpose for which borrowed 
money deemed. to have been. used; 53(1)(c) — Addition to adjusted 
cost base of share; 87(8.1) — Foreign merger; 94(1)(d) — Applica- 
tion of certain provisions to trusts not resident in Canada; 
95(2.2)—(2.5) — Interpretation rules for 95(2)(a) to (a.3); 95(3) — 
“Services” defined; 95(6) — Anti-avoidance rules; 253 — Whether 
business.carried on in Canada. 


History: Para. 95(2)(a) amended, ‘paras. 95(2)(a.1) to (a.4) added, 
by 1995, c. 21,subsec. 46(4), applicable to taxation years of foreign 
affiliates of taxpayers that begin after 1994 except that, where there 
has been a change in the taxation year of a foreign affiliate of a 
taxpayer in 1994 and after February 22, 1994, the amended legisla- 
tion applies to taxation years of such foreign affiliate of the taxpayer 
that end after 1994, unless 


(a), such foreign affiliate had requested that change in the taxa- 

tion year in writing before February 22, 1994 from the income 

taxation authority of the country in which it was resident and 
~ subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. . 


Para. (a) formerly read: 


(a) in computing the income from an active business of a 
- foreign affiliate of a taxpayer there shall be included 


(i) any income from sources in a country other than 
Canada that would otherwise be income from prop- 
erty or a business other than an active business, to 
the extent that it pertains to or is incident to an active 
business carried on in a country other than Canada 
by the affiliate or any other non-resident corporation 
with which the taxpayer does not deal at arm’s 
length, and 
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(ii) any amount paid or payable to the affiliate by, 
and, where the affiliate is a member of a partnership, 
the affiliate’s share of any amount — or payable to 
the partnership by, |. 


(A) another foreign affiliate of the taxpayer or 


(B) any other non-résident corporation with» 
be |) ¥:o which’ the taxpayer does not deal at arm’s length 


“to the extent that, in computing the amount pre- 
scribed to be its earnings from an active business 
other than a business carried on by it in Canada, that 
amount is deductible or would be deductible if the 
non-resident corporation were a pitinan affiliate’ of 
the taxpayer; 


Bs 95 (2\(¥. 1) added ‘by 1995, c. 21, subsec. 32(4), rath to 
taxation years that end after February)21, 1994. 


Paras. 95(2)(k) to (m) added by 1995, ¢. 21, Lfded. 46(5), Biiliaal 
ble to taxation years of foreign affiliates of taxpayers that begin af- 
ter 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate, of a ‘taxpayer. i? 1994 and ‘after February 
22, 1994, the new paragraphs apply. to taxation years of such foreign 
affiliate of the taxpayer that end after 1994, unless 


(a) such foreign-affiliate had requested that change in the taxa- 

tion year in writing, before February, 22, 1994 from the income 

taxation authority of the country in which it was resident and 
subject to income taxation; or K 


' (b) the first taxation year of such foreign sae. that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in ‘the taxation year of such foreign affiliate. 


Subpara. 95(2)(h)() substituted by 1994, c: 21, s. 43, applicable to 
redemptions, cancellations, acquisitions and reductions occurring 
after December 21, 1992. That subpara., formerly read: 


(i) the redemption, cancellation or acquisition of shares of the 
capital stock of, or the reduction of the capital of, the affiliate 
or another foreign affiliate of the taxpayer, or 


That portion of subpara. 95(2)(a)lii) preceding « cl. (A) substituted by 
1994, c. 7, Sch. (1991, c. 49), subsec. THO), applicable to 1987 et 
seq. That portion formerly réad: 


(ii) any amount paid or payable to the affiliate by 


Para. 95(2)(b) substituted by 1994, c. ae Sch. II (1991, c. 49), sub- 
~ sec. 71(6), applicable to taxation years beginning after July 13, 
1990. Para. 95(2)(b), formerly, read: 


(b) the income of a controlled foreign affiliate of a taxpayer 
from services or an undertaking to provide services shall be 
deemed to be income from a business other than an active 
business if 


(i) the amount paid or payable in consideration therefor 


(A) is deductible in computing the income from a 
business carried on in Canada by any person in rela- 
tion to which the affiliate‘is a controlled foreign affil- 
iate or by a person related to that person, or 


(B) was paid or payable by a person other than the 
taxpayer and may, reasonably be considered to relate 
to an amount.that was deductible by|the taxpayer or a 
person related to the taxpayer in computing the in- 
come of that taxpayer or person from a business car- 
cried on’ in Canada, or ° . 


(ii) the services are performed or are to be performed by 
any person referred to in subparagraph (i) who is an indi- 
vidual resident in Canada; . 


That portion of para. 95(2)(d.1) preceding subpara. (i) substituted 
by 1994, c. 7, Sch. If (1991, ¢: 49), subsec. 71(7), applicable. to. for- 
eign mergers occurring after 1989. That portion formerly read: 


(d.1) where there has been a foreign merger of two or more 
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predecessor foreign corporations in respect of each of which a 
taxpayer’s surplus entitlement percentage was not less than 
90% immediately before the merger to form a new foreign 
corporation in respect of which the taxpayer’ s surplus entitle- 
ment percentage immediately after thé: merger was not less 
than 90% and, under the income tax law of the country’ in 
which the predecessor foreign’ corporations were resident im- 
mediately before the merger, no gain or loss was: ‘recognized 
in respect of any capital property of a predecessor foreign 
corporation that, became capital property of the new foreign 
corporation in the course, of the merger, the following rules 
apply: 

That portion: of para: 95(2)(e. 1) pers ia subpara. (i) ras banitntad by 

1994, c..7, Sch. If (1991, c. 49), subsec. 71(8),-applicable to liquida- 

tions commencing after: 1989. That portion formerly read:.. 
(e.1) where there has’beenh a liquidation and a dissolution of a 
foreign affiliate (in this paragraph referred to as the “dispos- 
ing affiliate”) of a taxpayer in respect of which, immediately 
before the liquidation, the taxpayer’s surplus entitlement per- 
centage was not less than 90% and, under the income tax law 
of the country in which the disposing affiliate was resident 
immediately before the liquidation, no gain or loss was recog- 
nized by the disposing affiliate in respect of any capital prop- 
erty distributed by it in the course of the liquidation to an- 
othef foreign affiliate of the taxpayer resident in that sina 
the following rules apply: 


Subpara. 95(2)(f)(i)' substituted by 1994,c. 7; Sch. II (1991, c. 49), 


subsec. 71(9), applicable to SSS Ene ne) after July 13, £920; Sub- 
para. (f)(i) formerly read: 


(i) where that’ gain or loss is the gain or loss‘of a controlled 
' foreign affiliate from the disposition ‘of property other than 
excluded property, in Canadian currency, and %o2taq 


Pre-RSC History: Subpara. 95(2)(b)(i) substituted applicable with 
respect to amounts paid or payable after November 12, 1981, para. 
(d) substituted and (d.1) added applicable with respect to foreign 
mergers occurring after that date; that portion of para. (e) preceding 
subpara. (i) substituted applicable with respect to dissolutions oc- 
curring after that date; para. (e.1) added applicable with respect to 
liquidations commencing after that date; pata. (f) and that portion of 
para. (g) and of para. (h) following subpara, (ii) substituted, applica- 
ble after that date; and paras. (i), () added applicable with respect to 
dispositions occurring after that. date, by. 1980-81-82- $3,..c,.140, 
subsecs. 56(6) to, (13). The substituted portions formerly; read: 


(i) the amount paid or payable in consideration therefor is 

' deductible in computing the income from a business. car- 
ried on in Canada by any person in relation to which the 
affiliate is a controlled foreign affiliate or by a person re- | 
lated to’ that person, or : 


‘(d) where there has been a merger of a foreign affiliate of a 
taxpayer (in this paragraph referred to as a “predecessor affil- 
jate”) and one or more other corporations to form one corpo- 
rate entity that immediately after the merger is a foreign affil- 
iate of the taxpayer (in this paragraph referred to as a “new 
affiliate”) and such merger is not as a result of the acquisition 
of property of one corporation by another corporation pursu- 
ant to the purchase of such property by the other corporation, 
or as a result of the distribution of such property to another 
corporation upon the winding-up of the predecessor affiliate, 
subsection 87(4) applies’to’ the taxpayer as if the references 
therein to 


(i) Sanaaleneaiivon were vi as “merger”, 


(ii) “predecessor corporation” were read as “predecessor 
affiliate”, ; 


(ii) “new corporation” were read as. “new afbliate”, 


‘(iv) “adjusted cost’ base” were read as “relevant cost 
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base’, and 
(v) “May 6, 1974” were read as “1971”; 


(e) where on the dissolution of a foreign affiliate of a. tax- 
payer (in this paragraph referred to as the “disposing affili- 
ate”) one or more shares of the capital stock of another for- 
eign affiliate of the taxpayer haye been disposed of to a 
shareholder that is another foreign affiliate of the taxpayer, 


(f) except as provided in paragraphs (c), (d), (e), (g) and (h), 
each taxable capital gain and each allowable capital loss of a 
foreign affiliate of a taxpayer shall be computed as though the 
foreign affiliate were resident in Canada, except that in com- 
puting any such gain or loss from the disposition of property 
owned by the affiliate at the time it last became a foreign af- 
filiate of the taxpayer there shall not be included such portion 
of the gain or loss, as the case may be, as may reasonably be 
considered to have accrued during the period that the, affiliate 
was not a foreign affiliate of 


(i) the taxpayer, 


(ii) any person with whom the taxpayer was not dealing 
at arm’s length, 


(111) any person with whom the taxpayer would not have 
been dealing at arm’s length if the person had been in 
existence after the taxpayer came into existence, 


(iv) any predecessor corporation (within the meaning, as- 
signed by subsection 87(1)) of the taxpayer or of a person 
described in subparagraph (ii) or (iii), or 


(v) any. predecessor corporation (within the meaning as- 
signed by paragraph 87(2)(1.2)) of the taxpayer or of a 
person described in subparagraph (11) or (ii); 


[(g)] such gain or loss, as the case may be, shall, for the pur- 
poses of paragraph (1)(b), be deemed to be nil; and 


[(h)]:such gain or'loss, as the case may be, shall, for the pur- 
poses of paragraph (1)(b), be deemed to be nil. 


Para. 95(2)(f) substituted and para. (h) added by 1980-81-82-83, c. 
48, subsecs. 51(1), (2), para. (f) applicable with respect to any gain 
or loss on the disposition of property after December 11, 1979, ex- 
cept that the reference in the para. to para. 95(2)(h) is applicable to 
1976 et seq., and para. 95(2)(h) applicable to 1976 et seg. except 
that a taxpayer could elect in his return of income under Part I of the 
Act for his 1980 or 1981 taxation year not to have para. (h) apply to 
taxable capital gains realized or allowable capital losses incurred by 
him before December 12, 1979. Para. 95(2)(f) formerly. read: 


(f) except as provided in paragraphs (c), (d), (e) and (g), each 
taxable capital gain of a foreign affiliate of a taxpayer and 
each allowable capital loss of a foreign affiliate of a taxpayer 
shall be computed in accordance with subdivision.c as though 
the foreign affiliate were resident in Canada, except that in 
computing any such gain or loss from the disposition. of prop- 
erty owned by the affiliate at the time it last became a foreign 
affiliate of the taxpayer there shall not be included such por- 
tion of the gain or loss, as the case may be, as may reasonably 
be considered to have accrued before that time; and 


Paras. 95(2)(f) substituted, (g) added by 1979, c. 5, s..32, applicable 
to 1976 et seq. Para. 95(2)(f) formerly read: 


(f) except as provided in paragraphs (c), (d) and (e), each tax- 
able capital gain of a foreign affiliate of a taxpayer and each 
allowable capital loss of a foreign affiliate of a taxpayer shall 
be computed in accordance with subdivision ¢ as though the 
foreign affiliate were resident in Canada, except that in com- 
puting any such gain or loss from the disposition of property 
owned by the affiliate at the time it last became a foreign af- 
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filiate of the taxpayer there shall not be included such portion 
of the gain or loss, as the case may be, as may reasonably be 
considered to have accrued before that time. 


Subpara. 95(2)(e)(ii) substituted by 1977-78, c. 1, s. 46, applicable 
in respect of dissolutions occurring after 1971. 


Selected Cases [subsec. 95(2)]: Rostland Corp. v. Canada, 
[1995] 2 C.T.C..2276 (TCC) (Interest income in heavily leveraged 
real estate venture was income from an active’ business and not 
FAPI). 


Regulations: 1402(2) (ooliey reserves of insurer under 95(2)(a.2); 
5900-5908 (FAPI rules);.7900. (prescribed financial institution for 
95(2)(a.3)). 

1.T. Application Rules: 35(2) (where corporation deemed to be 
foreign affiliate due to election made before May.6, 1974). 
Interpretation Bulletins: IT-392: Meaning of term “share”. 


Information Circulars: 77-9R: Books, records and other requite- 
ments for taxpayers having foreign affiliates. 


(2.1) Rule for definition “investment busi- 
ness” — For the purposes of the definition “invest- 
ment business” in subsection (1), a foreign affiliate 
of a taxpayer, the taxpayer and, where the taxpayer 
is a corporation all the issued shares of which are 
owned by a corporation described in subparagraph 
(a)(i), such corporation described in subparagraph 
(a)(i) shall be considered to be dealing with each 
other at arm’s length in respect of the entering into 
of agreements that provide for the purchase, sale or 
exchange of currency and the execution of such 
agreements where 


(a) the taxpayer is 


(i) a bank, a trust company, a credit union, an 
insurance corporation or a trader or dealer in 
securities or commodities resident in Canada, 
the business activities of which are subject by 
law to the supervision of a regulating author- 
ity such as the Superintendent of Financial In- 
stitutions or a similar authority of a province, 
or 


(i1) a subsidiary wholly-owned corporation of 
a corporation described in subparagraph (1); 


(b) the agreements are swap agreements, forward 
purchase or sale agreements, forward rate agree- 
ments, futures agreements, options or rights 
agreements or similar agreements; 


(c) the agreements are entered in the course of a 
business carried on by the affiliate principally 
with persons with whom the affiliate deals at 
arm’s length in the country under whose laws the 
affiliate was formed or continued and exists and 
is governed and in which the business is princi- 
pally carried on; and 
(d) the terms and conditions of such agreements 
are substantially the same as the terms and condi- 
tions of similar agreements made by persons 
dealing at arm’s length. 
History: Subsec. 95(2.1) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in. 1994 and after February 
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22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate.of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from. the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


(2.2) Rule for para. (2)(a) — For the purpose of 
paragraph (2)(a), 
(a) a non-resident corporation that was not a for- 
eign affiliate of a taxpayer in respect of which the 
taxpayer had a qualifying interest throughout a 
particular taxation year shall be deemed to be a 
foreign affiliate of a taxpayer in respect of which 
the taxpayer had a qualifying interest throughout 
that year where 


(i) a:person has, in that year, acquired or dis- 
posed of shares of that non-resident corpora- 
tion or any other corporation and, because of 

that acquisition or disposition, that non-resi- 
dent corporation became or ceased to be.a for- 
eign affiliate of the taxpayer in respect of 

_which the taxpayer had a qualifying interest, 
and 


(ii) at the beginning of that year or at the end 
of that year, the non-resident corporation was 
a foreign affiliate of the taxpayer in respect of 

which the taxpayer had a qualifying interest; 
and ; 


(b) a non-resident corporation that was not re- 
lated to a‘foreign affiliate of a taxpayer andthe 
taxpayer throughout a particular taxation year 
shall be deemed to be related to the foreign affili- 
ate of the taxpayer and that taxpayer throughout 
that year where ! 


(i) a person has, in that year, acquired or dis- 
posed of shares of that non-resident corpora- 
tion or any other corporation and, because of 
that acquisition or disposition, that non-resi- 
‘dent corporation became or ceased to be a 
non-resident corporation that was related to 
the foreign affiliate of the taxpayer and the 
taxpayer, and 


(ii) at the beginning of that year or at the end 
of that year, the non-resident corporation was 
related to the foreign affiliate of the taxpayer 
and the taxpayer. | 


History: Subsec. 95(2.2) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a-change in the taxation 
year of a foreign affiliate of a taxpayer,in 1994 and after February 
22, 1994, the new subsection applies to taxation. years of such for- 
eign affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident. and 
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subject to income taxation; or 


(b) the first: taxation year of such foreign affiliate that began 

after 1994 began at a time in 1995 that is earlier than the time 

that that taxation year would have begun if there had not been 
” that change in the taxation of such foreign affiliate. 


(2.3) Application of. para. (2)(a.1) — Paragraph 


- (2)(a.1) does not:apply to a foreign affiliate of a tax- 


payer in respect of a sale or exchange of property 


_ that is.currency. or.a right to purchase, sell, or.ex- 


change currency. where - 
(a) the taxpayer is © 


(i) a bank, a trust company, a credit union, an 
insurance corporation or a trader or dealer in 
- securities or commodities resident in Canada, 
the business activities of which are subject by 
law to the supervision of a regulating author- 
ity such as the Superintendent of Financial In- 
stitutions or a similar authority of a province, 

OL. 

(ii) a subsidiary wholly-owned corporation of 
_acorporation described in subparagraph (1); 
(b) the sale or exchange was made in the course 
of a business carried on by the affiliate princi- 
pally with persons with whom the affiliate deals 

at arm’s length in the country under whose laws 
the affiliate was formed or continued and exists 
and is governed and in which the business is prin- 
cipally carried on by it; and 
(c) the terms and conditions of the sale or ex- 
change of such property are substantially the 
same as.the terms and conditions of similar sales 
or exchanges of such property by persons dealing 
at arm’s length. 
History: Subsec. 95(2.3) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 


22, 1994; the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation ‘authority of the country in which it was resident and 
subject to-income taxation; or 

(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


(2.4) Application of para. (2)(a.3) — Paragraph 
(2)(a.3) does not apply to'a foreign affiliate of a tax- 
payer in respéct of its income derived directly or in- 
directly from indebtedness to the extent that 
(a) the income is derived by the affiliate in the 
course of a business conducted principally with 
persons with whom the affiliate deals at arm’s 
length carried on by it as a foreign bank, a trust 
company, a credit union, an insurance corpora- 
tion or a trader or dealer in securities or commod- 
ities, the activities of which are regulated in the 
country under whose laws. the affiliate was 
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formed or continued and exists and is governed 
and in which the business is principally carried 
on, and 


(b) the income is derived by the affiliate from 
trading or dealing in the indebtedness (which, for 
this purpose, consists of income from the actual 
trading or dealing in the indebtedness and interest 
earned by the affiliate during a short term holding 
period on indebtedness acquired by it for the pur- 
pose of the trading or dealing) with persons (in 
this subsection referred to as “regular custom- 
ers”) with whom it deals at arm’s length who 
were resident in a country other than Canada in 
which it and any competitor (which is resident in 
the country in which the affiliate is resident and 
regulated in the same manner the affiliate is regu- 
lated in the country under whose laws the affiliate 
was formed or continued and exists and is gov- 
erned and in which its business is principally car- 
ried on) compete and have a substantial market 
presence, 


and, for the purpose of this subsection, an acquisition 
of indebtedness from the taxpayer shall be deemed to 
be part of the trading or dealing in indebtedness de- 
scribed in paragraph (b) where the indebtedness is 
acquired by the affiliate and sold to regular custom- 
ers and the terms and conditions of the acquisition 
and the sale are substantially the same as the terms 
and conditions of similar acquisitions and sales made 
by the affiliate in transactions with persons with 
whom it deals at arm’s length. 

History: Subsec. 95(2.4) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February. 
22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994-from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


(2.5) Definitions for para. (2)(a.3) — For the 
purpose of paragraph (2)(a.3), 


“indebtedness” does not include obligations of a 
person under agreements with non-resident corpora- 
tions providing for the purchase, sale or exchange of 
currency where ; 


(a) the agreements are swap agreements, forward 
purchase or sale agreements, forward. rate agree- 
ments, futures agreements, options or rights 
agreements,.or similar agreements, 


(b) the person is a bank, a trust company, a credit 
union, an insurance corporation or a trader or 
dealer in securities or commodities resident in 
Canada, the business activities of which are sub- 
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ject by law to the supervision of a regulating au- 
thority in Canada such as the Superintendent of | 
Financial Institutions or a similar authority of a — 
province, 


(c) the agreements are entered into by the non- 
resident corporation in the course of a business 
carried on by it principally with persons with 
which it deals at arm’s length in the country 
under whose laws the non-resident corporation 
was formed or continued and exists and is gov- 
ered and in which the business is principally 
carried on by it, and 


_(d) the terms and conditions of such agreements 
are substantially the same as the terms and condi- 
tions of similar agreements made by persons 
dealing at arm’s length; 


“specified deposit” means a deposit of a foreign af- 
filiate of a taxpayer resident in Canada with a pre- 
scribed financial institution resident in Canada where 


(a) the income from the deposit is income of the 
affiliate for the year that would, but for paragraph 
(2)(a.3), be income from an active business car- 
ried on by it in a country other than Canada 
(other than a business the principal purpose of 
which is to derive income from property includ- 
ing interest, dividends, rents, royalties or similar 
returns or substitutes therefor or profits from the 
disposition of investment property), or 


(b) the income from the deposit is income of the 
affiliate for the year that would, but for paragraph 
(2)(a.3), be income from an active business car- 
ried on by the affiliate principally with persons 
with whom the affiliate deals at arm’s length in 
the country under whose laws the affiliate was 
formed or continued and exists and is governed 
and in which the business is principally carried 
on by it and the deposit was held by the affiliate 
in the course of carrying on that part of the busi- 
ness conducted with non-resident persons with 
whom the affiliate deals at arm’s length or that 
part of the business conducted with a person with 
whom the affiliate was related where it can be 
demonstrated that the related person used or held 
the funds deposited in the. course of a business 
carried on by the related person with non-resident 
persons with whom the related person and the af- 
filiate deal at arm’s length. 
History: Subsec. 95(2.5) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign. affiliate of a taxpayer in 1994 and after February 


22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to. income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
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that that taxation year would have begun: if there had not been 
that change in the taxation of such foreign affiliate. 


Regulations: 7900 (prescribed financial institution). 


(3) Definition of “services” — For the purposes 
of paragraph (2)(b), “services”. includes the insur- 
ance of Canadian risks but does not include 


(a) the transportation of persons or goods; or 


(b) services performed in connection with the 
purchase or sale of goods. 


(4) Definitions — In this section, 


“direct equity percentage” at any time of any per- 
son in a corporation is the percentage determined by 
the following rules: 


(a) for each class of the issued shares of the capi- 
tal stock of the corporation, determine the propor- 
tion of 100 that the number of shares of that class 
owned by that person at that time is of the total 
number of issued shares of that class at that time, 
and 


(b) select the proportion determined under para- 


graph (a) for that person in respect of the corpo- 
ration that.is not less than any other proportion so 
determined for that person in respect of the cor- 
poration at that time, 


and the proportion selected under paragraph (b), 
when expressed as a percentage, is that person’s di- 
rect equity percentage in the corporation at that time; 
Pre-RSC History: The definition “direct equity percentage” was 
para. 95(4)(a). 

Interpretation Bulletins: IT-392: Meaning of term “share”. 


“equity percentage” at any time of a person, in any 
particular corporation, is the total of 


(a) the person’s direct equity percentage at that 
time in the particular corporation, and 


(b) all percentages each of which is the product 
obtained when the person’s equity percentage at 
that time in any corporation is multiplied by that 
corporation’s direct equity percentage at that time 
in the particular corporation 


except that for the purposes of the definition “partici- 
pating percentage” in subsection (1), paragraph (b) 
shall be read as if the reference to “any corporation” 
were a reference to “any corporation other than a 
corporation resident in Canada”; 

Related Provisions: 94(1)(d) — Deemed ownership in trust 
deemed to be corporation for FAPI purposes. 

Pre-RSC History: The definition “equity percentage” was para. 
95(4)(b). 

Para. 95(4)(b) substituted by 1976-77, c. 4, s. 35, applicable to 1972 
et seq. 


“relevant cost base” to a foreign affiliate of prop- 
erty at any time means the adjusted cost base to the 
affiliate of the property at that time or such greater 
amount as the taxpayer claims not exceeding the fair 
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market value of the property at that time. 


Pre-RSC History: The definition “relevant cost base” was para. 
95(4)(c). 


(4.1) Application of subsec. 87(8.1) — In this 
section, the expressions “foreign merger’, “prede- 
cessor foreign corporation” and “new foreign corpo- 
ration” have the meanings assigned by subsection 
87(8.1). 

Origin of subsec. 95(4.1): R.S.C. 1985, .c. 1 (Sth Supp.). (for- 
merly contained in the opening words of subsec. 87(8.1)). 


(5) Income bonds or debentures issued by 
foreign affiliates — For the purposes of this sub- 
division, an income bond or income debenture issued 
by a corporation (other than a corporation resident in 
Canada) shall be deemed to be a share of the capital 
stock of the corporation unless any interest or other 
similar periodic amount paid by the corporation on 
or in respect of the bond or debenture was, under the 
laws of the country in which the corporation was res- 
ident, deductible in computing the amount for the 
year on which the corporation was: liable to pay in- 


‘come or profits tax imposed by the government of 


that country... 


Interpretation Bulletins: IT-388: Income bonds: issued by for- 
eign corporations. 


(6) Where rights or shares issued, acquired 
or disposed of to avoid tax — For the purposes 
of this subdivision (other than section 90), 


(a) where any person or partnership has a right 
under a contract, in equity or otherwise, either 
immediately or in the future and either absolutely 
or contingently, to, or to acquire, shares of the 
capital stock of a corporation and 


(i) it can reasonably be considered that the 
principal purpose for the existence of the right 
is to cause 2 or more corporations to be re- 
lated for the purpose of paragraph (2)(a), 
those corporations shall be deemed not to be 
related for that purpose, or 


(ii) it can reasonably be considered that the 
principal purpose for the existence of the right 
is to permit any person to avoid, reduce or de- 
fer the payment of tax or any. other amount 
that would otherwise be payable under this 
Act, those shares shall be deemed to be owned 
by that person or partnership; and 


(b) where a person or partnership acquires or dis- 
poses of shares of the capital stock of a corpora- 
tion, either directly or indirectly, and it can rea- 
sonably be considered that the principal purpose 
for the acquisition or disposition of the shares is 
to permit a person to avoid, reduce or defer the 
payment of tax or any other amount that would 
otherwise be payable under this Act, those shares 
shall be deemed not to have been acquired or dis- 
posed of, as the case may be, and where the 
shares were unissued by the corporation immedi- 
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Related Provisions: 256(5.1)— Controlled directly or indi- 
rectly — control in fact.” 


History: Subsec. 95(6) amended by 1995, c. 21, subsec. 46(7), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the amended legislation applies to taxation years of such 
foreign affiliate of the taxpayer that end after 1994, unless 


ately prior to the acquisition, those shares shall be 
deemed not to have been issued. 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of Such foreign affiliate. 
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Subsec. (6) formerly read: 


(6) Where rights or shares issued to avoid tax — For the 
purposes of this subdivision, 3oR 


(a) where any person has a right under a contract, in eq- 
uity or otherwise, either immediately or in the future and 
either absolutely or contingently, to, or to acquire, shares 
of the capital stock of-a corporation, those shares shall, if ~ 
one of the main reasons for the existence of the right may 
reasonably be considered to be the reduction or postpone- 
ment of the amount of taxes that would otherwise be pay- 
able under this Act, be deemed to be owned by that per- 
son; and 


(b) where any foreign affiliate of a taxpayer or any hon- 
resident corporation controlled, directly or indirectly in. 
any manner whatever, by the taxpayer or by a related” 
group of which the taxpayer was 4 member has issued 
shares of a class of its capital stock and one of the main — 
reasons for the existence or issuance of one or more of 
the shares of that class may reasonably be considered to 
be the reduction or postponement of the amount of taxés 
that would otherwise be payable under this Act, those 
shares. shall be deemed not to have been issued. 


(7) Stock dividends from foreign affiliates — 
For the purposes of this subdivision and subsection 
52(3), the amount of any stock dividend paid by a 
foreign affiliate of a corporation resident in Canada 
shall, in respect of the corporation, be deemed to be 
nil. 


Interpretation Bulletins [subsec. 95(7)]: IT- 88R2: Stock 
dividends. 


Pre-RSC History [s. 95]: S. 95 substituted by 1974- T3- 16, 26, 
s. 59; applicable to 1972 et seq. 


Definitions [s. 95]: “active business” — 95(1); “allowable capital 
loss” — 38(b), 248(1); “amount” — 95(7), 248(1); “annuity” — 
248(1); “arm’s length” — 95(2.1), 251(1); “business” —.248(1); 
i i i ; “Canada” — 253, 255; 
“Canadian resource. property” — 66(15), 248(1); “capital prop- 
erty” — 54, 248(1); “class” — of shares 248(6); “controlled directly. 
or indirectly” — 256(5.1); “controlled foreign affiliate” — 94(1)(d), 
95(1), 248(1); “corporation” — 94(1)(d),-248(1), Interpretation Act 
35(1); “credit union” — 137(6), 248(1); “direct equity percent- 
; “dividend”, “employee” — 248(1); “equity percent- 
age” — 95(4); “excluded property” — 95(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “foreign accrual property income” — 
95(1), 95(2); “foreign affiliate” — 94(1)(d), 95(1), 248(1); “foreign 
bank” — 95(1); “foreign -business” — 95(2)(k); | “foreign 
merger” — 87(8.1), 95(4.1); “foreign resource property” — 66(15), 
248(1); “holding corporation” — 95(2)(m)(ii1); “income bond”, “in- 
come debenture” — 248(1); “income from an active business” — 
95(1); “income from property” — 9(1), 95(1); “indebtedness” —) 
95(2. 5); “insurance corporation” — 248(1); “investment business”, 
”, “lease obligation” — 95(1); “lending as- 


“investment property”, 
set” — 95(1)“lending of money”, 248(1); “lending of money”, “li- 
“life insurance corporation” — 


censing of property” — 95(1); 

248(1); “new foreign corporation” — 87(8.1), 95(4.1); “new foreign: 
corporation” — 87(8.1), 95(4.1); “non-resident” — 248(1); “non 
resident-owned investment corporation” — 133(8), 248(1); “per- 
son” — 248(1); “predecessor foreign corporation” — 87(8.1), 
95(4.1); “prescribed”, “property” — 248(1); “qualifying interest” — 
95(2)(m), 95(2.2); “related” — 95(2.2)(b), 95(6)(a)(i), 251(2); “re- 
lated group” — 251(4); “relevant cost base” — 95(4); “resident in 
Canada” — 250; “services” — 95(3); “share” — 248(1); “specified 
deposit” — 95(2.5); “specified member” — 248(1); “subsidiary 
wholly-owned corporation” — 248(1); “taxable capital gain” — 
38(a), 248(1); “taxable dividend” — 89(1), 248(1); “taxation 
year” —95(1), 249; “taxpayer” — 248(1); “trust” — 104(1), 
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108(1); “trust company” — 95(1). 


Subdivision j- Pariterahipe and 
| Their Members: 


96. (1) General rules — Where a “taxpayer is a 
member of a partnership; the taxpayer’s income, 
non-capital loss, net capital loss, restricted farm loss 
and farm loss, if any, for a taxation year, or the’ tax- 
payer's taxable income earned in Canada for a taxa- 
tion year, as the case may be, shall be computed. as if 


(a) the partnership were a separate hai resi- 
dent in Canada; xh 


(b) the taxation year of the partnership were its 
fiscal period; 


bin (C) each partnership activity: (including he own- 
ership of property) were carried on by the- part- 

- nership as a separate person,.and a computgion 
were made of the amount of 


(i) each taxable capital gain and allowable 
Capital loss of the partnership from. the dispo- 
sition of property, and 


(ii) each income and loss of the partnership 
from each other source or from. sources in a 
particular place, 


_for each taxation year of the a RRR ? 


(d) each income or loss of the partnership for a 
taxation year were computed as if this Act were 
read without reference to paragraphs’ 12(1)(z.5) 
and 20(1)(v.1), section 34.1 and subsections 
66:1(1), 66.2(1) and 66.4(1) and as if no deduc- 
tion were permitted under any of section 29 of 
the Income Tax Application Rules, subsections 
34. 2(4). and 65(1) and sections 66, 66.1; 66.2 and 
66.4; 


(e) each gain of the partnership from the displ: 
tion of land used in a farming business of the 
partnership were computed: as if this Act were 
read without reference to paragraph 53(1)(); 


(e.1) the amount, if any, by which 


(i). the. total of all amounts determined under 
«paragraphs 37(1)(a) to (c:1) in respect.of the 
partnership at the end of the taxation: yeur 


exceeds 
(ii) the total of all amounts Hetentaned under 


paragraphs: 37(1)(d) to (g) in respect of the 


partnership at the end of the year 


were deducted under subsection 37(1) by. a 
partnership in computing its income for the year; 


(f) the amount of the income of the partnership 
for a taxation year from any source or from 
sources in a particular place were the income of 
the taxpayer from that source or from soureés in 
that particular place, as the case may be, for the 
taxation year of the taxpayer in which the:part- 
nership’s taxation year ends, to the extent of the 
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taxpayer’s share thereof; and 
(g) the amount, if any, by which 


(i) the loss of, the. partnership for a taxation 
year from any source or sources ina para 
place, | 


~ exceeds 


(ii) in the case of a specified member (within 
the meaning of the definition “specified mem- 
ber’ in subsection 248(1) if that definition 
were read without reference to paragraph (b) 
thereof) of the partnership in the’ year, the 

amount; if any, deducted by the partnership by 
virtue of section 37 in calculating its income 
for the taxation. year from. that source or 
sources in the particular place, as the. case 
may be, and ., 


(iii) in any other case, nil 


were the loss of the taxpayer from that source or 
from sources in that particular place, as the case 
may be, for the taxation year of the taxpayer in 
which the partnership’s taxation year ends, to the 
‘extent of the taxpayer’s share thereof. 


Related Provisions: 12(1)(1) — Inclusion of partnership income; 
12(1)(y) — Auto provided to partner; 33.1(2)(a) — “person” in- 
cludes ‘partnership for international banking centre rules; 
39.1(2)B(b), 39.1(4), (5) — Election to trigger capital gains exemp- 
tion; 53(1)(e), 53(2)(c) — Adjusted cost base of partnership inter- 
est; 66(16)' — “person” includes partnership for flow-through share 
rules; 66(18) — Resource expenditures claimed by members of 
partnerships; 66.1(7),— Canadian exploration expense — share of 


_ partner; 66.2(6), (7) — Canadian development expense — share of 


partner; 66.4(6), (7) — Canadian oil and gas property expense — 
share of partner; 66.7(11)— Change of control — anti-avoidance 
rule; 79(1), 79.1(1) — “person” includes partnership for rules re 
seizure of property by creditor; 80(1)“forgiven amount’B(k) — 
Debt forgiveness rules do not apply to debt forgiven by partnership 
to active partner; 80(1), 80.01(1) — “person” includes partnership 
for debt: forgiveness’ rules; 80(15) — Application of debt forgive- 
ness rules to members ‘of partnerships; 87(2)(e.1) — Amalgama- 
tions — partnership interest; 96(1.1) — Allocation of share of in- 
come to retiring’ partner; 96(1.7) — Gains and losses; 96(2) — 
Construction; 96(2.1) — Limited partnership losses; 100(2.1) — 
Disposition of an interest ina, partnership; 107(1)(d) — Stop-loss 
rule on disposition by partnership of interest in: trust that flowed out 
dividends; 111(1)(a)- (d) — Losses deductible; 112(3.1) — Stop- 
loss rule for partner on disposition by partnership of share on which 
dividends paid; 118.1(8)— Gifts made by partnership; 127(8) — 
Investment tax credit of partnership; 127(8.1) — Investment tax 
credit of limited partner; 127.52(1)(c.1) — Minimum tax — no de- 
duction for losses of limited partner; 127.52(2) — Application of 
partnership. income and loss for minimum tax. purposes, 

152(1.4)-(1.8) — Determination by, Revenue Canada of partnership 
income or loss; 162(8.1) — Rules where partnership is liable to 
penalty; 187.4(c) — “person” includes partnership for purposes of 
Part IV.1 tax; 209(6) — “person” includes partnership for purposes 
of tax on carved-out income; 210 — Partnership as designated ben- 
eficiary; 212(13.1) — Non-resident withholding tax where payer or 
payee is a partnership; 227(5.2) — Partnerships liable for obliga- 
tions re withholding tax; raNOE)) — Assessment of partnership for 
Part XIII tax; 237.1(1) — “person” includes partnership for tax 
shelter identification rules; 244(20) — Notice to members of part- 
nerships; 251.1(4)(b) — “person” includes partnership for definition 
of affiliated persons; Income Tax Conventions Interpretation Act 
6.2 — Partnership with Canadian resident partner cannot be resident 
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in another country. 


History: Para. 96(1)(d) amended by 1997, c. 25, s. 21, applicable to 
fiscal periods that begin after 1996. Para. (d) formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if this Act were read without reference to 
paragraph 20(1)(v.1), section 34.1 and subsections 66.1(1), 
66.2(1) and 66.4(1) and as if no deduction were permitted 
under any of section 29 of the Income Tax Application Rules, 
subsections 34.2(4) and 65(1) and sections 66, 66.1, 66.2 and 
66.4: 


Para. 96(1)(d) amended by 1996, c. 21, subsec. 17(1), applicable 
after 1994. The para. formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if this Act were read without reference to 
paragraph 20(1)(v.1) and subsections 66.1(1), 66.2(1) and 
66.4(1) and as if no deduction were permitted by section 29 
of the Income Tax Application Rules, subsection 65(1) or sec- 
tion 66, 66.1, 66.2 or 66.4; 


Para. 96(1)(d) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 40(1), applicable to partnership fiscal periods commencing af- 
ter December 20, 1991. Para. (d) formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if this Act were read without reference to 
subsections 66.1(1), 66.2(1) and 66.4(1) and as if no deduc- 
tion were permitted by section 29 of the Income Tax Applica- 
tion Rules, subsection 65(1) or section 66, 66.1, 66.2 or 66.4; 


Pre-RSC History: Para. 96(1)(e.1) added and para. (g) substituted, 
by 1988, c. 55, subsecs. 66(1), (2), applicable for taxation years of 
partnerships ending after December 15, 1987 except that, where a 
taxpayer acquired a partnership interest before December 16, 1987, 
or after December 15, 1987 


(a) pursuant to an obligation in writing entered into before De- 
cember 16, 1987, 


(b) and before June, 1988 pursuant to the terms of a prospectus, 
preliminary prospectus, registration statement or offering mem- 
orandum filed before December 16, 1987 with a public author- 
ity in Canada pursuant to and in accordance with the securities 
legislation of any province, or 


(c) and before June, 1988 as part of an offering of securities 
where ; 


(i) the offering was made pursuant to the terms of an offer- 
ing memorandum which contained a complete or substan- 
tially complete description of the securities contemplated in 
the offering as well as the terms and conditions of the offer- 
ing of the securities, 


(ii) the offering memorandum was distributed before De- 
cember 16, 1987, 
(111) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 
(iv) the sale of the securities was substantially in accor- 
dance with the offering memorandum 
para. 96(1)(e.1), and para. (g) as amended, shall not apply in respect 
of the taxpayer to expenditures made by the partnership 
(d) before December 16, 1987, or 
(e) after December 15, 1987 and before 1989 pursuant to 
(i) an obligation in writing entered into by the partnership 
before December 16, 1987, 
(ii) the terms of a prospectus, preliminary prospectus, regis- 
tration statement or offering memorandum filed before De- 
cember 16, 1987 with a public authority in Canada pursuant 


to and in accordance with the securities legislation of any 
province, or 


(iii) the terms of an offering memorandum described in par- 
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agraph (c) and pursuant to which securities were 
distributed. 


Para. 96(1)(g) formerly read: 


(g) the amount of the loss of the partnership for a taxation 
year from any source or from sources in a particular place 
were the loss of the taxpayer from that source or from sources 
in that particular place, as the case may be, for the taxation 
year of the taxpayer in which the partnership’s taxation year 
ends, to the extent of the taxpayer’s share thereof. 


Para. 96(1)(d) amended by 1987, c. 46, s. 32, to substitute “section 
29 of the Income Tax Application Rules, 1971, subsection 65(1) or 
section 66, 66.1, 66.2 or 66.4” for “subsection 65(1), section 66, 
66.1, 66.2 or 66.4 or the Income Tax Application Rules, 1971 in 
respect of this paragraph”, applicable to taxation years ending after 
February 17, 1987. 


Para. 96(1)(d) amended by 1985, c. 45, subsec. 48(1), applicable to 
taxation years commencing after 1984, to substitute “subsections 
66.1(1), 66.2(1) and 66.4(1)” for “subsections 59(1.1) and (1.2) and 
66(12.1) and paragraphs 59(3.1)(a) and 66(12.2)(a), (12.3)(a) and 
(12.5)(a)”. 


All that portion of subsec. 96(1) preceding para. (a) substituted by 
1984, c. 1, subsec. 43(1) to add “and farm loss”, applicable‘to 1983 
et seq. 


Para. 96(1)(d) substituted by 1980-81-82-83, c. 48, subsec. 52(1), 
applicable to taxation years ending after December 11, 1979. Para. 
96(1)(d) formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if this Act were read without reference to 
subsections 59(1.1) and 66(12.1) and paragraphs 59(3.1)(a), 
66(12.2)(a) and 66(12.3)(a) and as if no deduction were per- 
mitted by subsection 65(1), section 66, 66.1 or 66.2 or the 
-provisions of the Income Tax Application Rules, 1971 relating 
to exploration and development expenses, Canadian explora- 
tion expense or Canadian development expense, as the case 
may be; 

Para. 96(1)(d) substituted by 1977-78, c. 1, s. 47, applicable to 1977 

et seq. Para. 96(1)(d) formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if no deduction were permitted by subsec- 
tion 65(1), section 66, 66.1 or 66.2 or the provisions of the 
Income Tax Application Rules, 1971 relating to exploration 
and development expenses, Canadian exploration expense or 
Canadian development expense, as the case may be; 


Para. 96(1)(d) substituted by 1974-75-76, c. 26, subsec. 60(1), ap- 
plicable to 1974 et seq. Para. 96(1)(d) formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if no deduction were permitted by subsec- 
tion 65(1), section 66 or the provisions of the Income Tax Ap- 
plication Rules, 1971 relating to exploration and development 
expenses; 
Selected Cases [subsec. 96(1)]: Goldstein v. Canada, [1995] 2 
C.T.C. 2036 (TCC) (Income retains its character as it flows through 
partnership); Signum Communications Inc. v. Canada, [1991] 2 
C.T.C. 31 (FCA) (Limited partner allowed losses greater than 
amount of capital contribution); Laxton v. Canada, [1989] 2 C.T.C. 
85 (FCA) (Joint venture not separate person); The Queen v. CFTO 
TV Ltd., [1982] C.T.C. 147 (FCTD) (Contractual right of partner to 
buy out taxpayer does not preclude deduction of partnership losses). 


Regulations: 229 (partnership information return); 1101(1lab), 
1102(1a) (depreciable property of partnership); 1210 (partner’s 
share of resource allowances). 


1.T. Application Rules: 20(3) (depreciable property of partner- 
ship held since before 1972). 


Interpretation Bulletins: IT-123R5: Transactions involving eli- 
gible capital property; IT-183: Foreign tax credit— member of a 
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partnership; IT-259R2: Exchanges of property; IT-278R2: Death of ) 


a partner or of a retired partner; IT-346R: Commodity futures and 
éertain commodities; IT-353R2: Partnership interests — some ad- 
justments to cost base; IT-406R2: Tax payable by an inter vivos 
trust. See also list at end of s. 96. 


Information Circulars: 73-13: Investment clubs; 89-5R: Partner- 
ship information return. 


1.T. Technical News: No. 3 (use of a partner’s assets by a partner- 
ship); No. 6 (expenses paid personally by partner where fiscal years 
do not coincide — policy in para. 14 of IT-138R reversed). 


Advance Tax Rulings: ATR-59: Financing exploration and de- | 


velopment through limited partnerships; ATR-62: Mutual fund dis- 
tribution limited partnership — amortization of selling 
commissions. 


Forms: T2032: Statement of professional, activities; T2121: State- 
ment of fishing .activities; 12124: Statement of business activities; 
T5013 Summ: Partnership information return; T5014: Partnership 
capital cost allowance schedule; T5015: Reconciliation of partner’s 
capital account; T5017: Calculation of deduction for cumulative eli- 
gible capital of a partnership. 


(1.1) Allocation of share of income to retiring 
partner — For the purposes of subsection (1) and 
sections 34.1, 34.2, 101, 103 and 249.1, 


(a) where the principal activity of a partnership is 
carrying on a business in Canada and its members 
have entered into an agreement to-allocate a share 
of the income or loss of the partnership from any 
source or from sources in a particular place, as 


the case may be, to any taxpayer who at any time 


ceased to be a member of 
(i) the partnership, or 
(ii) a partnership that at any time has ceased to 


exist or would, but for subsection 98(1); have 


ceased to exist, and either 
(A) the members of that partnership, or 


(B) the members of another partnership in 
which, immediately after that time, any of 
the members referred to in clause (A) be- 
came members 


have agreed to make such an allocation 


or to the taxpayer’s spouse, estate or heirs or to 
any-person referred to in subsection (1.3),the tax- 
payer, spouse, estate, heirs or person, as the. case 
may be, shall be deemed: to be. a member. of the 
partnership; and 


(b) all amounts each of which is an amount equal 
to the share of the income or loss referred to in 
this subsection allocated to a taxpayer from a 
partnership in respect of a particular fiscal period 
of the partnership shall, notwithstanding any 
other provision of this Act, be included in com- 
puting the taxpayer’s income for the taxation year 
in which that fiscal period of the partnership 

BO Aahtyes ~ 

Related Provisions: 96(1.2) — Disposal of right to share in in- 

come; 96(1.3) — Deductions; 96(1.4) — Right deemed not to be 


capital property; 96(1.5) — Disposition by virtue of death of tax- 


payer; 96(1.6) 


Deemed members of partnership are deemed to 


S. 96(1.4) 


carry on business; 252(4) — Extended meaning of “spouse”. 


History: The opening words of subsec..96(1.1) amended by 1996, 
c. 21, subsec. 17(2), applicable after 1994. The opening words for- 
merly read: i HTC 
(1.1) Allocation of share of income to retiring partner — 
For the purposes of subsection (1) and sections 101 and 103, 


‘Selected Cases [subsec. 96(1 1); Sauriol v. Canada, [1994] 2 


C.T.C. 244 (FCA) (“Allocate” used in ordinary sense of assigning 
or setting aside and creating real right for recipient); Lachance v. 
Canada, {1994 2 C.T:C..185 (FCA) (Provision requires allocation 
of retired partner’s income among provincial sources); Dacen v. 
MNR, {1989] 2 C.T.C. 44 (FCTD) (Income improperly allocated to 
former partner when agreement unilaterally altered by remaining 
partners); Delesalle v. The Queen; The’ Queen v. Cohos, [1986] 1 


\@.T:C. 58 (FCTD) (Part of sum paid to retiring partner representing 


work in progress was capital repayment); Laferriére v. The Queen, 
[1985] 2 C.T.C. 190 (FCTD); appealed to FCA (Sept. 9, 1985), File 
A-725-85 (Sale price for partnership interest including amounts for 
work in progress and accounts receivable was capital). 
Interpretation Bulletins: [T-278R2: Death of a partner or of a 
retired: partner;. IT-338R2: Partnership interests — effects on ad- 
justed cost base resulting from the admission or retirement of a part- 
ner. See also list at-end of s. 96. 


(1.2) Disposal of right to share in income, 

etc — Where in a taxation year a taxpayer who has 

a right to a share of the income or loss of a partner- 

ship under an agreement referred to in subsection 

(1.1) disposes of that right, 
(a) there shall be included in computing the tax- 
payer’s income for the year the proceeds of the 
disposition; and : 
(b) for greater certainty, the cost to the taxpayer 
of each property received by the taxpayer as con- 
sideration for the disposition is the fair market 
value of the property at the time of the 
disposition. 

Related Provisions: 96(1.3) — Deductions. 

interpretation Bulletins: See list .at:end of s. 96. 


(1.3) Deductions — Where, by virtue of subsec- 
tion (1.1) or (1.2), an amount has been included in 


computing a taxpayer’s income for a taxation year, 


there may be deducted in computing the taxpayer’s 
income for the year the lesser of 


(a) the amount so included in computing the tax- 
payer’s income for the year, and 


(b) ‘the amount, if any, by which the cost to the 
taxpayer of the right to a share of the imcome or 
loss of a partnership under an agreement referred 
to in subsection (1.1) exceeds the total of all 
amounts in respect of that right that were deducti- 
ble by virtue of this subsection in computing the 
taxpayer’s income for previous taxation years. 
Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner; IT-338R2: Partnership. interests — effects on ad- 


justed cost base resulting from the admission or retirement of a part- 
ner. See also list at end of s. 96. 


(1.4) Right deemed not to be capital prop- 
erty — For the purposes of. this Act, a right to a 
share of the income or loss of a partnership under an 
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agreement referred to in subsection (1.1) shall be 
deemed not to be capital property. 
Interpretation Bulletins: IT-338R2: Partnership interests — ef- 


fects on adjusted cost base resulting from the admission or retire- 
ment of a partner. 


(1.5) Disposition by virtue of death of tax- 
payer — Where, at the time of a taxpayer’s death, 
the taxpayer has a right to a share of the income or 
loss of a partnership under an agreement referred to 
in subsection (1.1), subsections 70(2) to (4) apply. 


Related Provisions: 53(1)(e)(v) — Adjustments to cost base. 


Interpretation Builetins: IT-212R3: Income of deceased per- 
sons — rights or things; IT-278R2: Death of a partner or of a retired 
partner. See also list at end of s. 96. 


(1.6) Members of partnership deemed to be 
carrying on business in Canada— Where a 
partnership carries on a business in Canada at any 
time, each taxpayer who is deemed by paragraph 
(1.1)(a) to be a member of the partnership at that 
time is deemed to carry on the business in Canada at 
that time for the purposes of subsection 2(3), sec- 
tions 34.1 and 150 and (subject to subsection 
34.2(7)) section 34.2. 


History: Subsec. 96(1.6) amended by 1996, c. 21, subsec. 17(3), 
applicable after 1993. The subsec. formerly read: 


(1.6) Members of partnership deemed to be carrying on 
business in Canada — Where a partnership carries on a 
business in Canada in a taxation year, each taxpayer who is 
deemed by paragraph (1.1)(a) to be a member of the partner- 
ship shall, for the purposes of subsection 2(3), be deemed to 
carry on that business in Canada in that year. 


Pre-RSC History: Subsecs. 96(1.1)—(1.6) added by 1974-75-76, c. 
26, subsec. 60(2), applicable to 1972 et seq. 


Interpretation Bulletins: See list at end of s. 96. 


(1.7) Gains and losses — Notwithstanding sub- 
section (1) or section 38, where in a particular taxa- 
tion year of a taxpayer (other than an individual who 
is not a testamentary trust) commencing before 1990, 
the taxpayer is a member of a partnership with a fis- 
cal period ending in the particular year, the amount 
of its taxable capital gain (other than that part of the 
amount that can be attributed to an amount deemed 
under subsection 14(1) to be a taxable capital gain of 
the partnership), allowable capital loss or allowable 
business investment loss for the particular year de- 
termined in respect of the partnership shall be the 
amount determined by the formula 


B 
AX = 
G 


where 


A is the amount of the taxpayer’s taxable capital 
gain (other than that part of the amount that can 
be attributed to an amount deemed under subsec- 
tion 14(1) to be a taxable capital gain of the part- 
nership) allowable capital loss or allowable busi- 
ness investment loss, as the case may be, for the 
particular year otherwise determined under this 
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section in respect of the partnership; 


B is the fraction that would be used under section 
38 for the particular year in respect of the tax- 
payer if the taxpayer had a capital gain for the 
particular year; and 


C is the fraction that was used under section 38 for 
the fiscal period of the partnership. 
Pre-RSC History: Subsec. 96(1.7) added by 1988, c. 55, subsec. 


66(3), applicable to taxation years and fiscal Periods ending after 
1987. 


Interpretation Bulletins: See list at end of s. 96. 


(1.8) Loan of property — For the purposes of sub- 
section 56(4.1) and sections 74.1 and 74.3, where an 
individual has transferred or lent property, either di- 
rectly or indirectly, by means of a trust or by any 
other means whatever, to a person and the property 
or property substituted therefor is an interest in a 
partnership, the person’s share of the amount of any 
income or loss of the partnership for a fiscal period 
in which the person was a specified member of the 
partnership shall be deemed to be income or loss, as 
the case may be, from the Property or substituted 
property. 

Related Provisions: 248(5) — Substituted property. 

Pre-RSC History: Subsec. 96(1.8) added by 1988, c. 55, subsec. 
66(3), applicable to 1989 et seq., otherwise than with respect to in- 


come of a partnership that may reasonably be considered to relate to 
a period before 1989. 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. See also list at end of s. 96. 


(2) Construction — The provisions of this subdi- 


vision shall be read and construed as if each of the 
assumptions in paragraphs (1)(a) to (g) were made. 


(2.1) Limited partnership losses — Notwith- 
standing subsection (1), where a taxpayer is, at any 
time in a taxation year, a limited partner of a partner- 
ship, the amount, if any, by which 


(a) the total of all amounts each of which is the 
taxpayer’s share of the amount of any loss of the 
partnership, determined in accordance with sub- 
section (1), for a fiscal period of the partnership 
ending in the taxation year from a business (other 
than a farming business) or from property 


exceeds 
(b) the amount, if any, by which 


(i) the taxpayer’s at-risk amount in respect of 
the partnership at the end of the fiscal period 


exceeds the total of 


(ii) the amount required by subsection 127(8) 
in respect of the partnership to be added in 
computing the investment tax credit of the 
taxpayer for the taxation year, 


(ii1).the taxpayer’s share of any losses of the 
partnership for the fiscal period from a farm- 
ing business, and 
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(iv) the taxpayer’s share of 


(A) the foreign exploration and develop- 
ment expenses, if any, incurred by the 
partnership in the fiscal period, 


(B) the Canadian exploration expense, if 
any, incurred by the partnership in the fis- 
cal period, . 


(C) the Canadian development expense, if 
any, incurred by the partnership in the fis- 
cal period, and 
(D) the Canadian oil and gas property ex- 
pense, if any, incurred by the partnership 
oe in the fiscal period, 
shall 
(c) not be deducted in computing the taxpayer’s 
income for the year, 


— (d) not be included in computing the taxpayer’s 
_. non-capital loss for the year, and 


(e) be deemed to be the taxpayer’s limited part- 
nership loss in respect of the partnership for the 
year. . 


Related Provisions: 66.8(1) — Resource expenses of limited 
partner; 87(2.1)(a) — Amalgamation — limited partnership loss 
carried forward; 96(2.2) — At-risk amount; 111(1)(e) — Carryfor- 
ward of non-deductible limited partnership losses; 111(9) — Lim- 
ited partnership loss where taxpayer not resident in Canada; 
127.52(1)(i)Gi)(B) — Calculation of previous year’s limited part- 
nership loss for minimum tax purposes; 128.1(4)(f) — Limited part- 
nership loss limitation on becoming non-resident; 152(1.1)-(1.3) — 
Determination of losses; 248(1)“limited partnership loss” — Defini- 
tion applies to entire Act. 


Pre-RSC History: Para. 96(2.1)(a) amended by 1988, c. 55, sub- 
sec. 66(4), to add “, determined in accordance with subsection (1),” 
applicable after December 15, 1987. 


Subsec. 96(2.1) added by 1986, c.55, subsec. 25(1), applicable after 
February 25, 1986. 


Selected Cases [subsec. 96(2.1)]: Signum Communications 
Inc. v. Canada, [1991] 2 C.T:C. 31 (FCA) (Limited partner allowed 
losses greater than amount of capital contribution to partnership). 


Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income; IT-262R2: Losses of non-residents and part-year residents; 
IT-302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
ity — after January 15, 1987. See also list at end of s. 96. 


Advance Tax Rulings: ATR-51: Limited partner at-risk rules; 
ATR-59: Financing exploration and development through limited 
partnerships. 


(2.2) At-risk amount — For the purposes of this 

section and sections 111 and 127, the at-risk amount 

of a taxpayer, in respect of a partnership of which 

the taxpayer is a limited partner, at any particular 

time is the amount, if any, by which the total of 
(a) the adjusted cost base to the taxpayer of the 
taxpayer’s partnership interest at that time, com- 
puted in accordance with subsection (2.3) where 
applicable, : 


(b) where the particular time is the end of the fis- 


S.. 96(2.2)(d) 


cal period of the partnership, the taxpayer’s share 
of the income of the partnership from a source for 
that fiscal period computed under the method de- 
scribed in subparagraph 53(1)(e)@), and 


(b.1) where the particular time is the end of the 
fiscal period of the partnership, the amount re- 
ferred to in subparagraph 53(1)(e)(viii) in respect 
of the taxpayer for that fiscal period 


exceeds the total of 


(c) the total of all amounts each of which is an 
amount owing at that time to the partnership or to 
a person or partnership with whom or which the 
partnership does not deal at arm’s length by the 
taxpayer or by a person or partnership with whom 
or which the taxpayer does not deal at arm’s 
length other than any such amount deducted 
under subparagraph 53(2)(c)(i.3) in computing 
the adjusted cost base to the taxpayer of the tax- 
payer’s partnership interest at that time; and 


(d) where the taxpayer or a person with whom the 
taxpayer does not deal at arm’s length is entitled, 
either immediately or in the future and either ab- 
solutely or contingently, to receive or obtain any 
amount or benefit, whether by way of reimburse- 
ment, compensation, revenue guarantee or pro- 
ceeds of disposition or in any other form or man- 
ner whatever, granted or to be granted for the 
purpose of reducing the impact, in whole or in 
part, of any loss that the taxpayer may sustain be- 
cause the taxpayer is a member of the partnership 
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or holds or disposes of an interest in the partner- taxpayer, 

ship, the amount or benefit, as the case may be, (iv) by virtue of an agreement under which the 
that the taxpayer or the person is or will be so taxpayer may dispose of the partnership inter- 
entitled to receive or obtain, except to the extent est for an amount not exceeding its fair market 
that the amount or benefit is included in the de- value, determined without reference to the 
termination of J in the definition “cumulative Ca- agreement, at the time of the disposition, 


nadian exploration expense” in subsection 
66.1(6), of M in the definition “cumulative Cana- 
dian development expense” in subsection 66.2(5) 
or of I in the definition “cumulative Canadian oil 
and gas property expense” in subsection 66.4(5) 
in respect of the taxpayer or the entitlement arises 


(v) by virtue of a revenue guarantee or other 
agreement in respect of which gross revenue 
is earned by the partnership except to the ex- 
tent that the revenue guarantee or other agree- 
ment may reasonably be considered to ensure 
that the taxpayer or person will receive a re- 
turn of a portion of the taxpayer’s investment, 


ee 


(i) by virtue of a contract of insurance with an 
insurance corporation dealing at arm’s length 
with each member of the partnership under 
which the taxpayer is insured against any 
claim arising as a result of a liability incurred 
in the ordinary course of carrying on the part- 
nership business, 


(11) [Repealed] 
(iii) as a consequence of the death of the 
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amounts outstanding in respect of the loan or ob- 
ligation at that time. / 


sh ‘sae 


(vi) in respect.of an amount not included in 
the at-risk amount of the taxpayer determined 
‘without reference to this paragraph, or 


(vii) because of an excluded obligation (as de- 
fined in. subsection 6202.1(5), of the Income 
Tax Regulations) in relation to a share issued 
to the partnership by a corporation, 


and, for the purposes of this subsection, where the 
amount or benefit to which the taxpayer is at any 
time entitled is provided 


(e) by way of an agreement or other arrangement 
under which the taxpayer has.a right, either abso- 
lutely or contingently (otherwise than as a conse- 
quence of the death of the taxpayer), to acquire 
other property in exchange for all or any part of 
the partnership interest, for greater certainty the 
amount or benefit to which the taxpayer is enti- 
tled under the agreement or arrangement shall be 
not less than the fair market value of that other 
property at that time, or nt 


(f) by way of a guarantee, security or similar in- 
demnity or covenant in respect of any loan or 
other obligation of the taxpayer, by the partner- 
ship or a person or partnership with whom or 
which the partnership does not deal at arm’s 
length, for greater certainty the amount or benefit 
to which the taxpayer is entitled under the guar- 
antee or indemnity at any particular time shall not 
‘be less than the total of the unpaid amount of the 
loan or obligation at that time and. all other 
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Related Provisions: 40(3.14)(b) — Meaning of “limited partner” 
re negative ACB of partnership interest; 66.8 — Resource expenses 
of limited partner; 96(2.3) — Computation of at-risk amount; 
96(2.6) — Artificial transactions; 96(2.7) — Non-arm’s length con- 
tribution of capital to partnership; 143.2(2), (6) — At-risk adjust- 
ment to tax shelter investment; 248(8) — Occurrences as a conse- 
quence of death. 


History: Subpara. 96(2.2)(d)(ii) repealed by 1996, c. 21, subsec. 
17(4), applicable to revenue guarantees granted after 1995. The sub- 
para. formerly read: 


(ii) by virtue of a prescribed revenue guarantee in respect of a 
prescribed film production, 


Para. 96(2.2)(c) amended by 1995, c. 3, s. 25, applicable after Sep- 
tember 26, 1994. Para. (c) formerly read: 


(c) the total of all amounts each of which is an amount owing 
at that time to the partnership or to a person or partnership 
with whom or which the partnership does not deal at arm’s 
length by the taxpayer or by a person with whom the taxpayer 
does not deal at arm’s length, and 


That portion of para. 96(2.2)(d) preceding subpara. (i) substituted 
by 1994, c. 7, Sch. II (1991, c. 49), subsec. 72(1), applicable to tax- 
ation years ending after June 17, 1987. That portion formerly read: 


(d) where the taxpayer or a person with whom the taxpayer 
does not deal at arm’s length is entitled, either immediately or 
in the future, either absolutely or contingently, to receive or 
obtain any amount or benefit, whether by way of reimburse- 
ment, compensation, revenue guarantee or proceeds of dispo- 
sition or in any other form or manner whatever, granted or to 
be granted for the purpose of reducing the impact, in whole or 
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in part, of any loss that the taxpayer may sustain by virtue of 
the taxpayer’s being a member of the partnership or by virtue 
of the taxpayer’s holding or disposing of the taxpayer’s part- 
nership interest, the amount or benefit, as the case may be, 
that the taxpayer or the person is or will be so entitled to re- 
ceive or obtain, except to the extent that the entitlement arises 


Subpara. 96(2.2)(d)(vii) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 72(2), applicable to taxation years ending after June 17, 
1987. 


Pre-RSC History: Para. 96(2.2)(b.1) added by 1988, c. 55, subsec, 
66(5), applicable after June 17, 1987. 


Subsec. 96(2.2) added by 1986, c. 55, subsec. 25(1), applicable after 
February 25, 1986 except that, in its application to partnership inter- 
ests acquired before 1987 pursuant to 


(a) a prospectus, preliminary prospectus, registration statement 
or offering memorandum filed before June 12, 1986 and, where 
required by law, accepted for filing by a public authority in 
Canada pursuant to and in accordance with the securities legis- 
lation of Canada or of any province, 


(b) an offering memorandum or similar offering material in re- 

spect of which solicitations were made to prospective purchas- 

ers after February 25, 1986 and before June 12, 1986 and which 

was, where required by law, filed with a public authority in 

Canada pursuant to and in accordance with the securities legis- 
~ lation of Canada or of any province, 


(c) an issue of partnership interests, in a partnership formed for 
the purpose of producing a film production, that is prescribed 
for the purposes of subparagraph 96(2.2)(d)(ii), where the part- 
nership is obliged to make expenditures in respect of the pro- 
duction of the film pursuant to an agreement in writing entered 
into by it or on its behalf before June 12, 1986, or 


(d) an issue of interests in a partnership formed before June 12, 
1986 for the purpose of acquiring a film production, that is pre- 
scribed for the purposes of subparagraph 96(2.2)(d)(ii), from a 
producer who produced the film for the purpose, as evidenced 
in writing before June 12, 1986, of its sale to the partnership, 
where the producer is obliged to make expenditures in respect 
of the film pursuant to an agreement in writing entered into by 
him before June 12, 1986, 


the words “for the purpose of reducing the impact, in whole or in 
part, of any loss that the taxpayer may sustain” in paragraph 
96(2.2)(d) shall be read as “pursuant to an undertaking, made by 
any person or partnership, to indemnify the taxpayer with Tespect to 
any liability that the taxpayer may incur” 


Selected Cases [subsec. 96(2.2)I: ¢ Central Supply Company 
(1972) v. Canada, [1995] 2 C.T.C. 2320 (TCC) (Lanuage of legisla- 
tion clear; no need to resort to “spirit”); Hazelwood v. Canada, 
[1990] 1 C.T.C. 5 (FCTD) (Deductions for losses and capital cost 
allowance by limited partner permitted to the extent of capital 
contribution). 


Regulations: 7500 (prescribed film production, prescribed reve- 
nue guarantee). 


Interpretation Bulletins: See list at end of s. 96. 


Advance Tax Rulings: ATR-51: Limited partner at-risk rules; 
ATR-59: Financing exploration and development through limited 
partnerships. 


(2.3) idem — For the purposes of subsection (2.2), 
where a taxpayer has acquired the taxpayer’s part- 
nership interest at any time from a transferor other 
than the partnership, the adjusted cost base to the 
taxpayer of that interest shall be computed as if the 
cost to the taxpayer of the interest were the lesser of 


(a) the taxpayer’s cost otherwise determined, and 
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(b) the greater: of. 


(i) the adjusted cost base of that interest to o thé | 


transferor immediately before that time, and 
(ii) nil, | 
and where the adjusted cost base. of the transferor 


cannot be determined, it shall be deemed to be equal — 


to the total of the amounts determined in respect of 
the taxpayer under paragraphs Se 2)(c) and se imme- 
diately after that time. = 


(2.4) Limited partner — For the purposes of. this 
section and sections 111-and_.127, a taxpayer.who is 
a member of a partnership. at a particular time is.a 


limited partner of that partnership at that time if the — 


taxpayer’s partnership interest is not an exempt in- 
terest at that time (within the meaning assigned by 
subsection (2.5)) and if; at that time or-within three 
ai after that time, . 


»1(a). by operation: of any law which sav the 
partnership arrangement, the liability of the tax- 
payer in the taxpayer’ $ capacity as a member of 
the partnership, 1s limited; 


(b) the taxpayer or a person with Chat the tax- 
payer does not deal at arm’s length is entitled to 
receive an amount or obtain a benefit that would 
be described in paragraph (2.2)(d) if it were read 
without reference to subparagraphs (2:2)(d) (i) 
and (vi); : 


(c) one of the reasons for the existence of the tax- 
payer who owns the interest 


(i) may reasonably be considered to be to init | 


the liability of any other persen with respect 
to that interest, and 


(ii) may not reasonably be considered to be to 
permit any person who has an interest in the 
taxpayer to carry on that. person’s business 
(other than an investment business) | in the 
most effective manner, or 


(d) there is an agreement or other arrangement for 
the disposition of an interest in the partnership | 
and one of the main reasons for the agreement or 
arrangement may reasonably be considered to be 
to attempt to avoid the application of this subsec- — 
tion to the taxpayer. ) 


S. 96(2.5) 


Related Provisions: 66.8 — Resource expenses of limited: part- 
ner; 96(2.5) — Exempt interest in a partnership; 143.2(1)“tax shel- 
ter investment”(b) — Whether limited partnership interest is: .tax 
shelter investment. 


Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses; restricted farm losses, farm losses and limited’ partnership 
losses — their composition and deductibility in computing taxable 
income. See also list at end-of s. 96.;; 


(2.5) Exempt interest — - For the purposes of sub- 
section (2.4), an exempt interest in a partnership at 
any time means a prescribed partnership interest or 
an interest in a partnership that was actively carrying 
on business on a regular and a continuous basis im- 
mediately before February 26, 1986 and continu- 
ously thereafter until that time or that was earning 
income from the rental or leasing of property imme- 
diately before. February 26, 1986 and continuously 
thereafter until that time, where there has not. after 
February 25, 1986 and before that time been a sub- 
stantial contribution of capital to the partnership or a 
substantial increase in the indebtedness of the part- 
nership and, for this purpose, an amount will not be 
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considered to be substantial where 


(a) the amount was used by the partnership to 
make an expenditure required to be made pursu- 
ant to the terms of a written agreement entered 
into by it before February 26, 1986, or to repay a 
loan, debt or contribution of capital that had been 
received or incurred in hee of any such 
expenditure, 


(b) the amount was raised pursuant to the terms 
- of a prospectus, preliminary prospectus or regis- 
tration statement filed before February 26, 1986 
with a public authority in Canada pursuant to and 
in accordance with the securities legislation of 
Canada or of any province, and, where required 
by law, accepted for filing by that public author- 
ity, or 
(c) the amount was used for the activity that was 
carried on by the partnership on February 25, 
1986 but was not used for a significant expansion 
of the activity 


and, for the purposes of this subsection, 


(d) a partnership in respect of which paragraph 
(b) applies shall be considered to have been ac- 
tively carrying on a business on a regular and a 
continuous basis immediately before February 
26, 1986 and continuously thereafter until the 
earlier of the closing date, if any, stipulated in the 
document referred to that paragraph and January 
1, 1987, and 


(e) an expenditure shall not be considered to have 
been required to be made pursuant to the terms of 
an agreement where the obligation to make the 
expenditure is conditional in any way on the con- 
sequences under this Act relating to the expendi- 
ture and the condition has not been Satisfied or 
waived before June 12, 1986. 


Regulations: No prescribed ‘partnership interests to date. 


(2.6) Artificial transactions — For the purposes 
of paragraph (2.2)(c), where at any time an amount 
owing by a taxpayer or a person with whom the tax- 
payer does not deal at arm’s length is repaid and it is 
established, by subsequent events or otherwise, that 
the repayment was made as part of a series of loans 
or other transactions and repayments, the amount 
owing shall be deemed not to have been repaid. 


Related Provisions: 248(10) — Series of transactions. 


(2.7) Idem — For the purposes of paragraph 
(2.2)(a), where at any time a taxpayer makes a con- 
tribution of capital to a partnership and the partner- 
ship or a person or partnership with whom or which 
the partnership does not deal at arm’s length makes a 
loan to the taxpayer or to a person with whom the 
taxpayer does not deal at arm’s length or repays the 
contribution of capital, and it is established, by sub- 
sequent events or otherwise, that the loan or repay- 
ment, as the case may be, was made as part of a se- 
ries of loans or other transactions and repayments, 
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the contribution of capital shall be deemed not to 
have been made to the extent of the loan or repay- 
ment, as the case may be. 

Related Provisions: 248(10) — Series of transactions. 
Pre-RSC History: Subsecs. 96(2.3) to (2.7) added by 1986, c. 55, 
subsec. 25(1), applicable after February 25, 1986. 

Interpretation Bulletins: See list at end of s. 96. 


(3) Agreement or election of partnership 
members — Where a taxpayer who was a member 
of a partnership in a fiscal period has, for any pur- 
pose relevant to the computation of the taxpayer’s 
income from the partnership for the fiscal period, 
made or executed an agreement, a designation or an 
election under or in respect of the application of any 
of subsections 13(4), (15) and (16), 14(6) [section 
15.2, subsections], 20(9) and 21(1) to (4), section 22, 
subsection 29(1), section 34, clause 37(8)(a)(ii)(B), 
subsections 44(1) and (6), 50(1) and 80(5), (9), (10) 
and (11), section 80.04 and subsections 97(2) and 
249.1(4) and (6) that, but for this subsection, would 
be a valid agreement, designation or election, 
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oO the agreement, designation « or election is, not 
valid unless . | +6 


(i) it was made, or executed on perils « the 
taxpayer and each other person who was a 


member of the partnership. during the fiscal 


period, and 
ey (ai) ‘thes ‘taxpayer had authority, to_act for. the 
eit _ partnership; 
a) unless the agreement, eee reer or election 
is invalid because of paragraph (a), ‘each other 


person who was a member of the partnership dur- — 


. ing the fiscal period shall be,deemed. to have 
made or executed the agreement, dlesienaden or 
election; and , 


(c) Bi otbstandine paragraph (a), any agree- 
ment, designation or election deemed. by. para- 
graph:(b) to have been made: or executed by any 
person shall be deemed to be a valid agreement, 
~ designation or election made or executed ‘by that 
_ person. — 

Related Provisions: 244(20) — Members of jaghraehecs 


History: The opening words of subsec. 96(3) amended by 1996, C. 
21, ‘subsec: 17(5), applicable: after 1994. Ne ee words for- 
merly read: 


(3) Agreement or election of Sedrscing members — 
Where a, taxpayer who was a member of:a partnership, during 
a fiscal period has, for any purpose relevant to the computa- 
tion of the taxpayer’s income from the partnership for the fis- 
cal period, made or executed an agreement, a designation or 
~ an election under’ or in respect’ of the application of any of 
+> ‘subsections 13(4),.(15) and (16), 14(6), [section 15.2, subsec- 
~~ tions] 20(9) ‘and 21(1):to (4); section 22, subsection 29(1), 
» section 34, clause, 37(8)(a)Gi)(B), subsections 44(1) and (6), 
50(1) and 80(5), (9), (10) and (11), section 80. 04 and. subsec- 
tion 97(2) that, but for this subsection, would be a valid 
agreement, designation or election,” 


Subsec. 96(3) amended by 1995, c. 21, S.,33, applicable to fiscal | 


periods that end after February 21, 1994. Subsec. (3) formerly read: 


(3) Election by members — Where a taxpayer who was a 

‘— member of a partnership’ during a fiscal period has, for any 
purpose relevant to the computation of the taxpayer’s income 
fromthe partnership for the fiscal. period, made or, executed 
an election under or in respect of the application of any of 
subsections 13(4), (15) and (16), 14(6), [section 15.2, subsec- 
tions} 20(9) and 21(1) to (4),"section 22, subsection 29(1), 
section 34, clause 37(8)(a)(ii)(B). and: subsections 44(1) ‘and 
(6), 50(1) and 97(2) that, but for this subsection, would be a 
valid election, = 


(a) the election is not valid unless 


(i) it was made or executed on behalf of the taxpayer 
and each other person who was a member of the 
partnership during the fiscal period, and 


(ii) the taxpayer had authority to act for the 


S. 96(3) 


partnership; 


~'(b) unless the election is invalid by virtue of paragraph 
(a), each other person who was a member of the partner- 
ship’ during the fiscal period shall be deemed to nave 
made or executed the election; and ~ 


(c) notwithstanding paragraph (a), any election deemed 
by paragraph (b) to have been made or executed by any 
person shall be deemed to be a valid election made or 
executed by that person. 


The opening words of subsec: 96(3) amended by 1994, c. 8, s. 11, 
applicable’ to fiscal periods ending after December 2, 1992. [How- 
ever, 1994;.c, 8 unintentionally deleted the reference to 15.2. Offi- 
cials at the Department of Finance have confirmed that the refer- 
ence to section 15.2 will be retroactively reinstated in a future bill, 
and therefore that the subsec. should be read as if it were present. ] 


/ vate formerly read: 


‘£(3)-Election by members — Where a taxpayer who was a 
~ member ofa partnership during a fiscal period has, for any 
> purpose:relevant to the computation ofthe taxpayer’s income 

from.the partnership for the fiscal period, made or executed 
an election under or in respect of the application of any of 
subsections 13(4), (15) and (16) and 14(6), section 15.2, sub- 
sections 20(9) ‘and’21(1) to (4); section 22, subsection 29(1), 
section 34 and subsections. 44(1) and (6), 50(1) and 97(2) 
that, but for:this subsection, would be a valid election, 


That portion of subsec. 96(3) preceding para. (a) amended by 1994, 
c.7, Sch. VIII (1993, c, 24), subsec. 40(2), applicable after February 
25,1992. That portion formerly read: 


(3).Election by members — Where a ‘taxpayer who was a 
member of a partnership during a fiscal period has, for any 
purpose relevant to the computation of the taxpayer’s income 
from: the partnership-for the fiscal’ period, made or executed 
an-election under or in respect of the application of any of 
subsections 13(4), (15) and (16), 14(6), 20(9) and 21(1) to 
(4), section 22, subsection 29(1), section 34 and subsections 
44(1) and (6), 50(1) and 97(2) that, but for this subsection, 
“© -would be a'valid election, the following rules apply: ee 


That portion. of subsec. 96(3) preceding para. (a) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 72(3), applicable to disposi- 
tions occurring after July 13, 1990 and with respect.to elections 
made in respect of the application of subsec. 50(1), as amended, to 
the 1985 to 1989 taxation years and, notwithstanding subsecs. 
152(4) to (5), such-assessments of tax, interest and penalties payable 
for the 1985 to 1989 taxation years. shall be made as are necessary 
to, give, effect to, those elections, That portion of subsec. 96(3) for- 
merly read: : 


(3) Election by members — Where a taxpayer who was a 

“member of a partnership during a fiscal period thereof that 
ended after 1971 has, for any purpose relevant to the compu- 
tation of the taxpayers income from the partnership for the 
fiscal period, made or executed an election under any of sub- 
sections-13(4)) (15) and (16), 14(6),: 209) and 21(1): to (4), 

“ogection 22, subsection 29(1), section 34 and subsections 
39(4), 44(1) and*(6) and97(2) that, but for this: subsection, 
would be a valid election,’ the following rules. apply: 


Pre-RSC History: All that portion of subsec. 96(3) preceding 
para. (a) amended by 1985, c. 45, subsec. 13(2), applicable to 1985 
et seq., to'substitute heading “Election by members” for “Validity 
of election by member of partnership” and to substitute “and 29(1), 
section 34, subsections 39(4), 44(1)-and (6) and 97(2)” for “29(1), 
39(4), 44(1) and (6) and 97(2) and paragraph 34(1)(d)”. 


All that portion of subsec,.96(3) preceding, para. (a) substituted by 
1980-81-82-83, c. 48, subsec, 52(2), applicable to elections made 
after March 31, 1977. That portion formerly read: 


(3) Where<a taxpayer who was a member of a partnership 
_ during a fiscal period thereof that ended after 1971 has, for 
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any purpose relevant to the computation of his income from 
the partnership for the fiscal period, made or executed an 
election under any of section 22, subsections 13(15) and (16), 
20(9), 21(1) to (4), 29(1), 97(2) and paragraph 34(1)(d) that, 
but for this subsection, would be a valid election, the follow- 
ing rules apply: 

All that portion of subsec. 96(3) preceding para. (a) substituted by 

1974-75-76, c. 26, subsec. 60(3), applicable to 1972 et seq. 

Subsec. 96(3) added by 1973-74, c. 14, s. 30. 


Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner; IT-413R: Election by members of a partnership 
under subsection 97(2); IT-457R: Election by professionals to ex- 
clude work in progress from income. See also list at end of s. 96. 


(4) Election — Any election under subsection 
97(2) or 98(3) shall be made on or before the day 
that is the earliest of the days on or before which any 
taxpayer making the election is required to file a re- 
turn of income pursuant to section 150 for the tax- 
payer’s taxation year in which the transaction to 
which the election relates occurred. 

Related Provisions: 96(5) — Late filing; 96(6) — Penalty for 
late filing; 96(7) — Unpaid balance of penalty. 

Pre-RSC History: Subsec. 96(4) added by 1974-75-76, c. 26, 
subsec. 60(4), applicable to 1972 et seq. 


Interpretation Bulletins: IT-413R: Election by members of a 
partnership under subsection 97(2). See also list at end of s. 96. 


Forms: T2060: Election in respect of disposition of property upon 
cessation of partnership. 


(5) Late filing — Where an election referred to in 
subsection (4) was not made on or before the day on 
or before which the election was required by that 
subsection to be made and that day was after May 6, 
1974, the election shall be deemed to have been 
made on that day if, on or before the day that is 3 
yeREs after that day, 


(a) the election is made in prescribed form; and 


(b) an estimate of the penalty in respect of that 
election is paid by the taxpayer referred to in sub- 
section 97(2) or by the persons referred to in sub- 
section 98(3), as the case may be, when that elec- 
tion is made. 
Pre-RSC History: All that portion of subsec. 96(5) preceding 
para. (b) substituted by 1980-81-82-83, c. 48, subsec. 52(3), appli- 
cable to elections required by subsec. 96(4) to be made on or before 
a day that is after 1977. Subsec. 96(5) formerly read: 


(5) Where an election referred to in subsection (4) was not 
made on or before the day on or before which the election 
was required by that subsection to be made and that day was 
after May 6, 1974, the election shall be deemed to have been 
made on that day if, on or before the day that is one year after 
that day, 


(a) the election is made in prescribed form and prescribed 
manner; and 
Subsec. 96(5) added by 1974-75-76, c. 26, subsec. 60(4), applicable 
to 1972 et seq. 


Interpretation Bulletins: [T-413R: Election by members of’ a 
partnership under subsection 97(2). See also list at end of s. 96. 


(5.1) Special cases — Where, in the opinion of 
the Minister, the circumstances of a case are such 
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that it would be just and equitable 


(a) to permit an election under subsection 97(2) 
or 98(3) to be made after the day that is 3 years 
after the day on or before which the election was 
required by subsection (4) to be made, or - 


(b) to permit an election made under subsection 
97(2) to be amended, 


the election or amended election shall be deemed to 
have been made on the day on or before which the 
election was so required to be made if 


(c) the election or amended election is made in 
prescribed form, and : 


(d) an estimate of the penalty in respect of the 
election or amended election is paid by the tax- 
payer referred to in subsection 97(2) or by the 
persons referred to in subsection 98(3), as the 

- case may be, when the election or amended elec- 
tion is made, 


and where this subsection applies to the amendment 
of an election, that election shall be deemed not to 
have been effective. 


Pre-RSC History: Subsec. 96(5.1) added by 1984, c. 45, s. 32, 
applicable after February 15, 1984. ; 


Interpretation Bulletins: IT-413R: Election by members of a 
partnership under subsection 97(2). See also list at end of s. 96. 


(6) Penalty for late-filed election — For the pur- 
poses of this section, the penalty in respect of an 
election or an amended election referred to in para- 
graph (5)(a) or (5.1)(c) is 


(a) where the election or amended election is 
made under subsection 97(2), an amount equal to 
the lesser of 


(i) 4 of 1% of the amount by which the fair 
market value of the property disposed of by 
the taxpayer referred to therein at the time of 
disposition exceeds the amount agreed on by 
the taxpayer and the members of the partner- 
ship in the election or amended election, for 
each month or part of a month during the pe- 
riod commencing with the day on or before 
which the election is required by subsection 
(4) to be made and ending on the day the elec- 
tion or amended election is made, and | 


(ii) an amount, not exceeding $8,000, equal to 
the product obtained by multiplying $100 by 
the number of months each of which is a 
month all or part of which is during the period 
referred to in subparagraph (1); and 


(b) where the election is made under subsection 
~98(3), an amount equal to the lesser of 


(i) Ys of 1% of the amount by which 


(A) the total of all amounts of money and 
the fair market value of partnership prop- 
erty received by the persons referred to 
therein as consideration for their interests 
in the partnership at the time that the part- 
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nership ceased to exist 
exceeds 


(B) the total of each such person’s pro- 
ceeds of disposition of that person’s inter- 
est in the partnership as determined under 
paragraph 98(3)(a), 
for each month or part of a month during the 
period commencing with the day on or before 
which the election is required by subsection 
(4) to be made and ending on the day the elec- 
tion or amended election is made, and 


(ii) an amount, not exceeding $8,000, equal to 
the product obtained by multiplying $100 by 
the number of months each of which is a 
month all or part of which is during the period 
referred to in subparagraph (i). 


Related Provisions: 96(7) — Assessment of penalty; 220(3.1) — 
Waiver of penalty by Revenue Canada. 


Pre-RSC History: Subsec. 96(6) substituted by 1984, c. 45, s. 32, 
to add “or amended election”, to add reference to para. (5.1)(c) and 
to substitute subparas. (a)(ii) and (b)(ii) in their entirety, applicable 
after February 15, 1984. Subparas. 96(6)(a)(ii), (b)Gi) formerly 
read: 


(a)(ii) $4,000, or 


(b)(ii) $4,000. 


Subparas. 96(6)(a)(ii), (b)(ii) substituted by 1980-81-82-83, c. 48, 
subsec. 52(4), applicable with respect to elections made after Octo- 
ber 28, 1980. Subparas. 96(6)(a)(ii), (b)(ii) formerly read: 


(a)(ii) $2,500, or 

(b)(ii) $2,500. 
Subsec. 96(6) substituted by 1976-77, c. 4, s. 36, applicable to 1972 
et seq. 
Subsec. 96(6) added by 1974-75-76, c. 26, subsec. 60(4), applicable 
to 1972 et seq. 


Interpretation Bulletins: IT-413R: Election by members of a 
partnership under subsection 97(2), See also list at end of s. 96. 


(7) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election 
and amended election referred to in paragraph (5)(a) 
or (5.1)(c), assess the penalty payable and send a no- 
tice of assessment to the taxpayer or persons, as the 
case may be, and the taxpayer or persons, as the case 
may be, shall pay forthwith to the Receiver General 
the amount, if any, by which the penalty so assessed 
exceeds the total of all amounts previously paid on 
account of that penalty. 

Pre-RSC History: Subsec. 96(7) substituted by 1984, c. 45, s. S24 


to add “and amended election” and to add reference to para. 
(5.1)(c), applicable after February 15, 1984. 

Subsec. 96(7) substituted by 1980-81-82-83, c. 48, subsec. 52(5), to 
substitute “Receiver General” for “Receiver General of Canada”. 


Subsec. 96(7) added by 1974-75-76, c. 26, subsec. 60(4), applicable 
to 1972 et seq. 


(8) Foreign partnerships — For the purposes of 
this Act, where at a particular time a person resident 
in Canada becomes a member of a partnership, or a 
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person who is a member of a partnership becomes 
resident in Canada, and immediately before the par- 
ticular time no member of the partnership is resident 
in Canada, the following rules apply for the purpose 
of computing the partnership’s income for fiscal pe- 
riods ending after the particular time: 


(a) where, at or before the particular time, the 
partnership held depreciable property of a pre- 
scribed class (other than taxable Canadian prop- 
erty), 


(i) no amount shall be included in determining 
the amounts for any of A, C, D and F to I in 
the definition “undepreciated. capital cost” in 
subsection 13(21) in respect of the acquisition 
or disposition before the particular time of the 
property, and 


(ii) where the property is the partnership’s 
property at the particular time, the property 
shall be deemed ‘to have been acquired, imme- 
diately after the particular time, by the part- 
nership at a capital cost equal to the lesser of 
its fair market value and its capital cost to the 
partnership otherwise determined); 


(b) in the case of the partnership’s property that is 
inventory (other than inventory of a business car- 
ried on in Canada) ‘or non-depreciable capital 
property (other than taxable Canadian property) 
of the partnership at the particular time, its cost to 
the partnership shall be deemed to be, immedi- 
ately after the particular time, equal to the lesser 
of its fair market value and its cost to the partner- 
ship otherwise determined; 


(c) any loss» in respect of the disposition of a 
property (other than inventory of a business car- 
ried on in Canada or taxable Canadian property) 
by the partnership’ before the particular time shall 
be deemed to be nil; and 


(d) where ‘/s of the cumulative eligible capital in 
respect of a business carried on at the particular 
time outside Canada by the partnership exceeds 
the total of the fair market value of each eligible 
capital property in respect of the business at that 
time, the partnership shall be deemed to have, im- 
mediately after that time, disposed of an eligible 
capital property in respect of the business for pro- 
ceeds equal to thé excess and to have received 
those proceeds. 


Related Provisions: 96(9) — Anti-avoidance. 


History: Subsec. 96(8) added by 1994, c. 21, s. 44, applicable to a 
particular partnership where a person or partnership becomes a 
member of the particular partnership after December 21, 1992, or 
where a member of the particular partnership becomes resident in 
Canada after August 30, 1993, except that before May 1994, the 
subsec. shall be read without reference to para. (d). 


(9) idem — For the purpose of applying-subsection 
(8), where it can reasonably be considered that one 
of the main reasons that there is a member of the 
partnership who is resident in Canada is to avoid the 
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application of that subsection, the member shall be 
deemed not to be resident in Canada. 


History: Subsec. 96(9) added by 1994, c. 21, s. 44, applicable to a 
particular partnership where a person or partnership becomes a 
member of the particular partnership after December 21, 1992, or 
where a member of the particular partnership becomes resident in 
Canada after August 30, 1993. 


Definitions [s. 96]: “adjusted cost base” — 54, 248(1); “allowa- 
ble business investment loss”, “allowable capital loss” — 38, 
248(1); “amount” — 248(1); “arm’s length” — 251(1); “busi- 
ness” — 248(1); “Canada” — 255; “Canadian development ex- 
pense” — 66.2(5), 248(1); “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian oil and gas property expense” — 
66.4(5), 248(1); “Canadian partnership” — 102(1); “capital cost” — 
of depreciable property 13(7); “capital property” — 54, 248(1); 
“carried on in Canada”, “carrying on business” — 253; “cost” 
96(8); “cumulative eligible capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “disposition” — of depreciable prop- 
erty 13(21); “eligible capital property” —54, 248(1); “farm 
loss” — 111(8), 248(1); “farming” — 248(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “foreign exploration and development ex- 
penses” — 66(15), 248(1); “gross revenue” — 248(1);. “insurance 
corporation” — 248(1); “inventory” — 248(1); “investment tax 
credit” — 127(9), 248(1); “limited partner” — 96(2.4); “limited 
partnership loss” — 96(2.1), 248(1); “member” — 102(2); “Minis- 
ter” — 248(1); “net capital loss”, “non-capital loss” — 111(8), 
248(1); “person”, “prescribed”, “property” — 248(1); “Canada”, 
“resident in Canada” — 250; “restricted farm loss” — 31, 248(1); 
“series of transactions” — 248(10); “share”, “specified member’ — 
248(1); “spouse” — 252(4)(a); “substituted property” — 248(5); 
“taxable Canadian property” — 115(1)(b), 248(1); “taxable capital 
gain” — 38(a), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxation year” — 11(2), 96(1)(b), 249; “tax- 
payer” — 248(1); “testamentary trust” — 108(1), 248(1); “trust” — 
104(1), 2481, (3). 


Interpretation Bulletins [s. 96]: IT-81R: Partnerships — income 
of non-resident partners; IT-90: What is a partnership?; IT-138R: 
Computation and flow-through of partnership income; IT-151R4: 
Scientific research and experimental-development expenditures; IT- 
242R: Retired partners. 


97. (1) Contribution of property to partner- 
ship — Where at any time after 1971 a partnership 
has acquired property from a taxpayer who was, im- 
mediately after that time, a member of the partner- 
ship, the partnership shall be deemed to. have ac- 
quired the property at an amount equal to its fair 
market value at that time and the taxpayer shall be 
deemed to have disposed of the property. for pro- 
ceeds equal to that fair market value. 

Related Provisions: 13(21.2)(d)—No application on. certain 


transfers of depreciable property where u.c.c. exceeds fair market 
value; 96(2) — Construction. 


Interpretation Bulletins: IT-457R: Election by professionals to 
exclude work in progress from income; IT-471R: Merger of 
partnerships. 


1.T. Technical News: No. 3 (use of a partner’s assets by a 
partnership). 


(2) Rules where election by partners — Not- 
withstanding any other provision of this Act, other 
than subsection 85(5.1), where at any time after No- 
vember 12, 1981 a taxpayer has disposed of any cap- 
ital property, a Canadian resource property, a foreign 
resource property, an eligible capital property or an 
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inventory to a partnership that immediately after that 
time was a Canadian partnership of which the tax- 
payer was a member, if the taxpayer and all the other 
members of the partnership have jointly so elected in 
prescribed form and within the time referred to in 
subsection 96(4), the following rules apply: 


(a) the provisions of paragraphs 85(1)(a) to (f) 
apply to the disposition as if 


(i) the reference therein to “corporation’s 
cost” were read as a reference to “partner- 
ship’s cost’, 


(ii) the references therein to “other than any 
shares of the capital stock of the corporation 
or a right to receive any such shares” ‘and to 
“other than shares of. the capital stock of the 
corporation or a right to receive any such 
shares” were read as references to “other than 
an interest in the partnership’, 


(iii) the references therein to “‘shareholder of 
the corporation” were read as references to 
“member of the partnership’, 


(iv) the references therein to “the corporation” 
were read as references to “all the other mem- 
bers of the partnership”, and 


(v) the references therein to “to the corpora- 

tion” were read as references to “to the 

partnership’; 4 
(b) in computing, at any time after the disposi- 
tion, the adjusted cost base to the taxpayer of the 
taxpayer’s interest in the partnership immediately 
after the disposition, 


(i) there shall be added. the amount, if any, by 
which the taxpayer’s proceeds of disposition 
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of the property exceed the fair market ‘value, 
at the time of the disposition, of the considera- 
tion (other than an interest in the partnership) 
received by the taxpayer for the property, and 


(ii) there shall be deducted the amount, if any, 


by which the fair market value, at the time of | 


the disposition, of the consideration (other 
_ than an interest in the partnership) received by 
the taxpayer for the property so disposed of by 
the taxpayer exceeds the fair market value of 
the property at the time of the disposition; and 


(c) where the property so disposed. of by the tax- 
payer to the partnership is taxable Canadian prop- 
erty of the taxpayer, the interest in the partnership 

_received by the taxpayer as consideration therefor 
shall be deemed to be taxable Canadian property 
of the taxpayer. 


Related Provisions: 13(21.2)(d) — No election allowed on cer- 
tain transfers of depreciable property where u.c.c. exceeds fair mar- 
ket value; 40(3.3), (3.4) — Limitation on loss where share acquired 
by affiliated person; 53(4) — Effect on adjusted cost base of share, 
partnership interest or trust interest; 96(2) — Construction; 96(3) — 
Election by members; 96(4)-(7) Elections; 97(4) — Where capital 
cost to partner exceeds proceeds of disposition; 98.1(2) —Continu- 
ation of original partnership, 


Pre-RSC History: All that portion of subsec. 97(2) preceding 
para. (a) amended by 1985, c. 45, subsec. 49(1), applicable to taxa- 
tion years commencing after 1984, to substitute heading “Rules 
where election by partners” for “Rules applicable where election by 
partners”, and “any capital property, a Canadian resource property, 
a foreign resource property” for “any of his capital property, a prop- 
erty referred to in subsection 59(2)”. 


Subsec. 97(2) substituted by 1980-81-82-83, c. 140, s. 58, applica- 
ble to dispositions occurring after November 12, 1981, other than 
dispositions occurring before 1983 if the arrangements therefor 
were substantially advanced and evidenced in writing on November 
12, 1981. Subsec. 97(2) formerly read: 


(2) Notwithstanding any other provision of this Act, where at 
any time after 1971 a Canadian partnership has acquired 
property from a taxpayer who was, immediately after that 
time, a member of the partnership, if all the persons who im- 
mediately after that time were members of the partnership 
_ have jointly so elected in respect of the property in prescribed 
form and within the time referred to in subsection 96(4), the 
following rules. apply: aa aN 


(a) the amount that al! of those persons have agreed upon 
in their election in respect of the property shall be 
deemed to be the taxpayer’s proceeds of disposition of 
the property and the amount for which the partnership ac- 
quired the property; ' 

(b) the amount, if any, by which the amount so elected in 
respect of the property exceeds the amount of the consid- 
eration (other than an interest in the partnership) received 
by the taxpayer for the property shall 


(i) if immediately before that time the taxpayer was a 
member of the partnership, be included in computing 
the adjusted cost base to him of his interest in the 
partnership, and 


(ii) in any other case, be included in computing the 
cost to him of his interest in the partnership; 


(c) where the amount that all of those persons have 
agreed upon in their election in respect of the property is 
greater than the fair market value, at the time of the dis- 
position, of the property so disposed of, the-amount so 
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agreed upon shall, irrespective of the amount actually so 
agreed upon, be deemed to be an amount equal to that 
fair market value; and aa 


(d) notwithstanding paragraph (c), where the amount that ~ 

_all of those persons have agreed upon in their election in 
respect of the property is less than the amount of the con- 
sideration (other than an interest in the partnership) re- 
ceived by the taxpayer for the property, the amount so 
agreed upon shall, irrespective of the amount so agreed 
upon, be deemed to be an amount equal to the amount of 
that consideration. 


All that portion of subsec. 97(2) preceding para. (a) substituted by 
1974-75-76, c. 26, .s. 61, applicable to 1972 et seg. 


Selected Cases [subsec. 97(2)]: Continental Bank of Canada 
vy. Canada, [1996]-3 C.T.C. 14 (FCA) (No partnership found to ex- 
ist; rollover denied. Illegal transaction not to be.countenanced, even 
if parties intended to be bound). 


1.T. Application Rules: 20(1.2) ‘(where transferred depreciable 
property was owned by the transferor since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on adjusted cost base resulting from the admission or retire- 
ment of a partner; IT-413R: Election by members of a partnership 
under subsection 97(2);.IT-457R: Election by professionals to ex- 
clude work in progress from income; IT-471R: Merger of 
partnerships. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 88-2, paras. 12, 22: General anti-avoidance 
rule — section, 245 of the Income Tax Act... 


Forms: T2059: Election on disposition of property by a taxpayer to 
a Canadian partnership. 


(3) Where property acquired from majority 
interest partner — Where, at any time after No- 
vember 12, 1981, a taxpayer has disposed of any 
capital property to a partnership and, immediately af- 
ter the disposition, the taxpayer was a majority inter- 
est partner of the partnership and, but for this subsec- 
tion, the taxpayer would have had a capital loss 
therefrom, the following rules apply: 


(a) notwithstanding any other provision of this 
Act, the 'taxpayer’s capital loss therefrom shall be 
deemed to be nil; and 


(b) except where the property so disposed of was, 
immediately after the disposition, an obligation 
that was payable to the partnership by a corpora- 
tion that is related to the taxpayer or by a corpo- 
ration or partnership that would be related to the 
taxpayer if paragraph 80(2)(j) applied for the pur- 
poses of this paragraph, in computing at any time 
after the disposition the adjusted cost base to the 
taxpayer of the taxpayer’s interest in the partner- 
ship immediately after the disposition, there shall 
be added the amount, if any, by which 


(i) the cost amount to the taxpayer, immedi- 
ately before the disposition, of the property 


exceeds 7 
(ii) the taxpayer’s proceeds of disposition of 
the propert 
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Related Provisions: 40(2)(e.1) —Loss on disposition of debt 
owing by related person deemed nil; 80.01(8) — Deemed settle- 
ment after debt parking; 97(3.1) — Majority interest partner. 
History: The opening words of para. 97(3)(b) amended by 1995, c 
21, s. 34, applicable to property disposed of after July 12, 1994, 
other than property disposed of pursuant to an agreement in writing 
entered into before July 13, 1994. The opening words of para. (b) 
formerly read: 


(b) in computing at any time after the 5 digQiOetGn the adjusted 
cost base to the taxpayer of the taxpayer’s interest in the part- 
nership immediately after the disposition, there shall be added 
the amount, if any, by which 


(3.1) Deemed majority interest partner — For 
the purposes. of subsection (3), a taxpayer shall be 
deemed to be a majority interest partner of a partner- 
ship at any time if 


(a) the total of the taxpayer’s share, the share of 
the taxpayer’s spouse and the share of a person or 
group of persons that, directly or indirectly in any 
manner whatever, controlled or was controlled by 
the taxpayer, of the income of the partnership 
from any source for the fiscal period of the part- 
nership that includes that time exceeds '/ of the 
income of the partnership from the source for that 
period; or 


(b) the total of the taxpayer’s share, the share of 
the taxpayer’s spouse and the share of a person or 
group of persons that, directly or indirectly in any 
manner whatever, controlled or was controlled by 
the taxpayer, of the total amount that would be 
paid to all members of the partnership (otherwise 
than as the share of any income of the partner- 
ship) if it were wound up at that time exceeds '/2 
of that amount. 
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Related ‘Provisions: 98(5)— Where partnership carried on as 
sole proprietorship; 98.1(2) — Continuation of original partnership; 
252(4) — Extended meaning of “spouse”. 

Pre-RSC History: Subsec..97(3.1) amended by 1987, c..46, s. 33, 
to substitute heading “Deemed majority interest partner” for “Ma- 
jority interest partner”, to add in that portion preceding para. (a) “at 
any time”, to substitute in para. (a) “that includes that time” for “in 
which the property was acquired”, and to substitute in para. (b) 
“otherwise than as the share” for “otherwise than as a share” and “at 
that time” for “immediately after the disposition of property to the 
partnership”, applicable after January 15, 1987. 

Subsecs. 97(3) substituted, (3.1) added by 1980-81-82-83, c. 140, s. 
58, applicable to dispositions occurring after November 12, 1981, 
other than dispositions occurring before 1983 if the arrangements 
therefor were substantially advanced and evidenced in writing on 
November 12; 1981. Subsec: 97(3) formerly read: 


(3) Where at any time after 1971 a partnership has acquired 
property from:a taxpayer who was, immediately after the ac- 
quisition, a member of the partnership, and 


(a) the taxpayer’s share, as a member of the partnership, ~ 
of the income of the partnership from any source for the 
taxation year of the partnership in which the property was 
acquired exceeds '/2 of the income of the partnership from 
that source for the year, or 


(b) the amount that would, if the partnership were wound 
up immediately after the acquisition, be paid to the tax- 
payer as a member of the partnership (otherwise than as 
his share of any income of the partnership) exceeds '/ of 
the aggregate of all such amounts that would be so paid _ 
to all persons as members of the partnership, . 


the loss, if any, of the taxpayer arising from the acquisition of 4 
the property by the partnership 


(c) is, notwithstanding any other provision of this Act, 
not deductible in computing the income, net capital loss, 

~~ non-capital loss or restricted farm loss, if any, of the tax- 
payer for any taxation year, and 


_ (d) shall, 


(i) where immediately before that time the taxpayer 
was a member of the partnership, be included. in 
computing the adjusted cost base to him of his inter- 
est in the partnership, and . 

(11) in any other case, be included in computing, the 
cost to him of-his interest in the partnership. 


(4) Where capital cost to partner exceeds 
proceeds of disposition — Where subsection (2) 
has been applicable in respect of the acquisition of 
any depreciable property by a partnership from a tax- 
payer who was, immediately after the taxpayer dis- 
posed of the property, a member of the partnership 
and the capital cost to the taxpayer of the property 
exceeds the taxpayer’s proceeds of the disposition, 
for the purposes of sections 13 and 20 and any regu- 
lations made under paragraph 20(1)(a) 


(a) the capital cost to the partnership of the prop- 
erty shall be deemed to. be the amount that was 
the capital cost thereof to the taxpayer; and 


(b) the excess shall be deemed to have been al- 
lowed to the partnership in respect of the property 
under regulations made under paragraph 20(1)(a) 
in computing income for taxation years before 
the acquisition by the partnership of the property. 
Related Provisions: 13(7)(e)— Non-arm’s length transfer of de- 
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preciable property. 3K 

Definitions [s. 97]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “Canadian partnership” — 102(1), 248(1); 
“Canadian resource property” — 66(15), 248(1); “depreciable, prop- 


erty” — 13(21), 248(1); “fiscal period” — 248(1), 249(2)(b), 249.1; ) 


“foreign resource ‘property’ — 66(15), 248(1);. “majority interest 
partner” — 97(3.1); “member” —'102(2);;“‘net capital loss”, “non- 
capital loss’ —.111(8), 248(1); “person”, “prescribed”, “property”, 
“regulation” —.248(1); “restricted farm loss” — 31, 248(1); 
Bapouse *—~ 252(4)(a); “taxable Canadian property” — 115(1)(b), 
248(1); “taxation year” — 249; “taxpayer” —248(1). 
interpretation Bulletins [s. 97]: IT-188R: Sale of accounts 
receivable. — 


98. (1) Disposition of partnership property — 
For the purposes of this Act, where, but for this sub- 
‘section, at any time after 1971 a partnership would 
be regarded as having ceased to exist, the following 
rules apply: 


(a) until such time as all the partnership property 
and any property substituted therefor has been 
distributed to the persons entitled by law to re- 
ceive it, the partnership shall be deemed not to 
have céased to exist, and each person who was a 
partner shall be deemed not to have ceased to be 
a partner, PLITE LS 

(b) the right of each such person to share in that 
property shall be deemed to be an interest in the 
partnership, and 


(c) notwithstanding subsection 40(3), where at 
the end of a fiscal period of the partnership, in 
respect of an interest in the partnership, 
~ (i) the total of all amounts required by subsec- 
tion 53(2) to be deducted in computing the ad- 


sjusted cost’ base to the taxpayer of the interest 


at that time 
exceeds 


(ii) the total of the.cost to the taxpayer of the 
interest determined for the purpose of comput- 
ing the adjusted cost, base to the taxpayer of 
that interest at that time and all amounts re- 
quired by subsection 53(1) to be added to the 
cost to the taxpayer of the interest in comput- 
ing the adjusted cost base to the taxpayer of 
that interest at that time, 


the amount of the excess shall be deemed to be a 
gain of the. taxpayer for the taxpayer’s taxation 
year that includes that time from a disposition at 
that time of that interest. 


Related Provisions: 20(1)(e)(vi) — Expenses re financing; 
40(3.2).— Para.. 98(1)(c) takes: precedence..over subsec. 40(3.1); 
98(3) — Rules where partnership ceases to exist; 98.1(2) — Contin- 
uation of original partnership; 99(1) — Fiscal period of terminated 
partnership; 99(2) — Fiscal period for individual member of termi- 
nated partnership; 248(5) — Substituted property. 


History: The closing words.of para. 98(1)(c) amended by 1995, c. 
3, subsec. 26(1), applicable to 1994 et seg. except that, in its appli- 
cation to the 1994 and 1995 taxation years, the closing words shall 
be read as follows: 


the amount of the excess shall bé deemed to be a gain of the 
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taxpayer for the taxpayer’s taxation year that includes that 
time from a disposition: at that time: of that interest and, for 
_the purposes of section 110.6, that interest shall be deemed to 
have been disposed of by the taxpayer at that time. 


The closing words formerly read: , 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the taxation year of the taxpayer that includes 
- that time from a disposition at that time of that interest and, 
for the purposes of section 110.6, that interest shall be 

. deemed to have been disposed of by the taxpayer in that year. 


That portion of para. 98(1)(c) following subpara. (ii) substituted by 
1994, .c. 7,,Sch. I1.(1991; ¢. 49), subsec. 73(1), applicable to 1985 et 
seq. That portion formerly read: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the. year from a disposition at that time of that 
interest and, for the purposes of section 110.6, that interest 
‘shall: be: deemed to have been disposed of by the taxpayer in 
the. year. ), ty 
Pre-RSC History: That portion of para. 98(1)(c) following sub- 
para. (ii) amended by 1988, c. 55, s. 67, to add “and, for the pur- 
poses of section.110.6, that interest shall be deemed to have been 
disposed of by him in the year”, applicable to 1985 et seq. 
All that portion of subsec. 98(1) preceding para. (a) substituted, 
para. 98(1)(c) added by 1976-77, c. 4, s. 37, applicable in respect of 
fiscal: periods ending after May 25, 1976. That: portion formerly 


fead: palaces 


98. (1) For the purposes of this Act, notwithstanding that at 
any time after 1971 a partnership would, but for this subsec- 
tion, be regarded as having ceased to exist, 


Subsec. 98(1.1) repealed by 1974-75-76,.c. 26, s. 62, applicable to 


1972 et seq. . 
1.T.. Application Rules: 23(4.1)(a) (where professional business 
carried on in partnership since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-358: Partnerships — deferment of fiscal year-end. 


(2) Deemed proceeds — Subject to subsections 
(3) and (5).and 85(3), where at any, time after 1971 a 
partnership has disposed of property to a taxpayer 
who was, immediately before that time, a member of 
the partnership, the partnership shall be deemed to 
have disposed of the property for proceeds equal to 
its fair market value at that time and the taxpayer 
shall be deemed to have acquired the property at an 
amount equal to that fair market value. | 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest. 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-457R: Election by’ professionals to exclude work in progress 
from income. 


(3) Rules applicable where partnership 
ceases to exist — Where at any particular time 
after 1971 a Canadian partnership has ceased to exist 
and all of the partnership property has been distrib- 
uted to persons who were members of the partner- 
ship immediately before that time so that immedi- 
ately after that time each such person has, in each 
such property, an undivided interest that, when ex- 
pressed as a percentage (in this subsection referred to 
as that person’s “percentage”’) of all undivided inter- 
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ests in the property, is equal to the person’s undi- (other than depreciable property) exceed the 
vided interest, when so expressed, in each other such excess, if any, described in subparagraph 
property, if each such person has jointly so elected in (b)(ii); 

respect of the property in prescribed form and within (d) [Repealed under former Aa 


4 aie Se DT eee ea (e) where the property so distributed by the part- 


(a) each such person’s proceeds of the disposition 
of the person’s interest in the partnership shall be 
deemed to be an amount equal to the greater of 


(i) the adjusted cost base to the person, imme- 
diately before the particular time, of the per- 
son’s interest in the partnership, and 


(ii) the amount of any money received by the 
person on the cessation of the partnership’s 
existence, plus the person’s percentage of the 
total of amounts each of which is the cost 
amount to the partnership of each such prop- 
erty immediately before its distribution; 


(b) the cost to each such person of that person’s 
undivided interest in each such property shall be 
deemed to be an amount equal to the total of 


(1) that person’s percentage of the cost amount 
to the partnership of the property immediately 
before its distribution, 


(1.1) where the property is eligible capital 
property, that person’s percentage of 4/3 of the 
amount, if any, determined for F in the defini- 
tion “cumulative eligible capital” in subsec- 
tion 14(5) in respect of the partnership’s busi- 
ness immediately before the particular time, 
and 


(ii) where the amount determined under sub- 
paragraph (a)(i) exceeds the amount deter- 
mined under subparagraph (a)(ii), the amount 
determined under paragraph (c) in respect of 
the person’s undivided interest in the 
property; 
(c) the amount determined under this paragraph 
in respect of each such person’s undivided inter- 
est in each such property that was a capital prop- 
erty (other than depreciable property) of the part- 
nership is such portion of the excess, if any, 
described in subparagraph (b)(1i) as is designated 
by the person in respect of the property, except 
that 


(i) in no.case shall the amount so designated 
in respect of the person’s undivided interest in 
any such property exceed. the amount, if any, 
by which the person’s percentage of the fair 
market value of the property immediately af- 
ter its distribution exceeds the person’s per- 
centage of the cost amount to the partnership 
of the property immediately before its distri- 
bution, and 


(ii) in no case shall the total of amounts so 
designated in respect of the person’s, undi- 
vided interests in all such capital properties 
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nership was depreciable property of the partner- 
ship of a prescribed class and any such person’s 
percentage of the amount that was the capital cost 
to the partnership of that property exceeds the 
amount determined under paragraph (b) to be the 
cost to the person of the person’s undivided inter- 
est in the property, for the purposes of sections 13 
and 20 and any regulations made under paragraph 
20(1)(a) 


(i) the capital cost to the person of the per- 
son’s undivided interest in the property shall 
be deemed to be the person’s percentage of 
the amount that was the capital cost to the 
partnership of the property, and 


(ii) the excess shall be deemed to have been 
allowed to the person in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition by the, person of 
the undivided interest; 


(f). the partnership shall be deemed to have dis- 
posed of each such property for proceeds equal to 
the cost amount to the partnership of the property 
immediately before its distribution; and 


(g) where the property so distributed. by the part- 
nership was eligible capital property in respect of 
the business, 


(i) for the purposes of determining under this 
Act any amount relating to cumulative eligible 
capital, an eligible capital amount, an eligible 
capital expenditure or eligible capital prop- 
erty, each such person shall be deemed to 

have continued to carry on the business, in re- 
spect of which the property was eligible capi- 
tal property and that was previously carried on 
by the partnership, until the time that the per- 
son disposes of the person’s Big Flatow interest 
in the property, 


(ii) for the purposes of determining the per- 
son’s cumulative eligible capital in respect of 
the business, an amount equal to */4 of the 
amount determined under subparagraph 
(b)(i.1) in respect of the business shall be ad- 
ded to the amount otherwise determined in re- 
spect thereof for P in the definition “cumula- 
tive eligible capital” in subsection 14(5), and 


(iii) for the purposes of determining after the 
particular time 


(A) the amount deemed under subpara- 
graph 14(1)(a)(v) to be the person’s taxa- 
ble capital gain, and 


(B) the amount to be included under sub- 
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paragraph 14(1)(a)(v) © or paragraph 
14(1)(b) in computing ‘the person’s income 
in respect of any subsequent disposition of the 
_ property of the business, the amount deter- 
mined for Q in the definition “cumulative eli- 
gible capital’ in subsection 14(5) shall be 
deemed to be the amount, if any, of that per- 
son’s percentage of the amount..determined 
under that clause in respect of. the partner- 
ship’s business immediately before the partic- 

ular time. oh sale 
Related Provisions: 24(3) — Where partnership has ceased to 
exist; 53(4) — Effect on adjusted cost base of partnership interest; 
80.03(1), (3)(c) — Capital gain where para. 98(3)(a) applies to part- 


nership interest on disposition following debt sage oie 96(4) — 
Deemed 


ic. 98(4) - — Application. 


History: Cl. 98(3)(g)(iii)(B), amended by. 1995, c.. 3, Sabeer 26(2), 
applicable to acquisitions of property that occur after February 22, 
1994. Cl. (B) formerly read: 


(B) the amount to be included under paragraph 14(1)(b) in 
computing the income of the person 


All that portion of para. 98(3)(b) preceding subpara. (ii) amended, 
and para. (g) added, by 1994, c..7; Sch. VIII (1993, c. 24), subsecs. 
41(1) and (2), applicable to acquisitions of property occurring as a 
result of a partnership ceasing to exist after the beginning of its first 
fiscal period beginning after 1987. That portion of para. (b). for- 
merly read: 


(b) the cost to each ay person of the person’s mndivided in- 
terest in each such property shall be deemed to be an amount 
equal to 


(i) the person’s percentage of the cost amount to the part- 
nership of the property immediately before its 
_ distribution 


plus 


Pre-RSC History: Subpara. 98(3)(b)(ii) amended ‘to substitute 
“under paragraph (c)” for “under paragraph (c) or (d), as the case 
may be,” and para. 98(3)(d) repealed, by 1986, c..55, subsecs. 26(1), 
(2), applicable by subsec. 26(5) (as, amended by 1988, c. 55, s. 199 
and 1991, c. 49, s. 236, the latter deemed to have come into force 
December 19, 1986) with respect to property received by a member 
of a partnership where 


(a) the property was acquired by the partnership after December 
_ 4, 1985, otherwise than pursuant to an agreement in writing en- 
tered into [on or] before that date; 


(b) the property is received in satisfaction of an interest in the 
partnership acquired by the member after December 4, 1985, 
otherwise than 


(i) pursuant to an agreement in writing entered into on or 
before that date, or 


(ii) from a person with whom the member was not dealing 
at arm’s length, where the interest in the partnership has not 
been acquired in an arm’s length transaction after Decem- 
ber 4, 1985, otherwise than pursuant to an agreement in 
writing entered into on or before that date and, for the pur- 
poses of this subparagraph, “arm’s length” has the meaning 
it would have for the purposes of the Act if it were read 
without reference to para. 251(5)(b), or 


(c) the property is received in satisfaction of an interest in the 
partnership that was owned by a corporation at a time when 
control thereof was acquired (otherwise than by reason of an 
acquisition described in para. 256(7)(a)) after December 4, 
1985, otherwise than pursuant to ‘an agreement in writing en- 
tered into on or before that date, 
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except that 


(d) in respect of properties to which the ele of para. 98(3)(d) 
does not apply, subpara. 98(3)(d)(iti) shall, subject to 
paragraphs (f), (g) and (h) (below), in its application to taxation 
years and fiscal periods ending after 1987, be read as follows: 


(iii) in no case shall the aggregate of amounts so desig- 
nated in respect of his undivided interests in all such 
properties that are depreciable property or properties 
other than capital properties, exceed */s of the amount de- 
termined under subparagraph (i) in respect of him, 


(e) in respect of properties to which the repeal of para. 98(5)(d) 
does not apply, subpara. 98(5)(d)(iii) shall, subject to 
paragraphs (f), (g) and (h) (below), in its application to taxation 
years and fiscal periods ending after 1987, be read as’ follows: 


(iii) in’ no case shall the aggregate of amounts so desig- 
nated in respect of all such properties of the proprietor 
that-are depreciable property or properties other than ‘cap- 
ital properties; exceed */4 of the amount determined under 
subparagraph (i) in respect of the proprietor, 


(f) where ‘the member is an individual,*for taxation: years and 
fiscal periods ending after 1987 and before 1990, the references: 
in subparas. 98(3)(d)(iii). and (5)(d)(ii1) to “3/4? shall, in respect 
of the member for those years and fiscal periods, be read. as 
references to “7/3”, 


(g) wheré the member is a Canadian-controlled private corpora- 
tion throughout a’ taxation year ending after 1987 and ‘com: * 
mencing before 1990, the references. to,“ */s” in subparas, 
98(3)(d)(iii) and (5)(d)(iii) shall, in respect of the corporation 
for the year, be:read as references to the fraction determined as 
«the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that’proportion of 7/s that the number of days in the year 
that are after 1987 and:before 1990 is of the number of days 
in the year, and 


(iii) that proportion of 7/4 that the number of ne inthe year 
that are after-1989 is of the number. of days in,the year, and 


(h) where the member is at any time in a taxation year ending, 
after 1987 and commencing before 1990 a corporation other 
than a Canadian-controlled_ private. corporation, the references 
to “?/4” in subparas. 98(3)(d)(ii) and (5)(d)(iii) shall, in respect 
of the corporation for the year, be read as references to the frac- 
tion determined as the aggregate of 


(1) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in’ the 
year, 


(ii) that proportion of ~" that the number of days’in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(11) that proportion of ¥4 that the number of days i in the year 
that are after 1989 is of the number of days in the year. 


Para. 98(3)(d) formerly read: 


(d) the amount determined under this paragraph in respect of 
each such person’s undivided interest in each, such property 
that was depreciable property or a property other than a capi- 
tal property of the partnership is such portion of 


(i) the amount, if any, by which the excess, if any, de- 
scribed in subparagraph (b)(ii) exceeds the-aggregate of 
amounts designated by him under paragraph (c) in re- 
spect of his undivided interests in all such capital proper- 
ties (other than’ depreciable property) 


as is designated by him in respect of the property, except that 


(ii) in no case shall the amount so designated in respect 
of his undivided interest'‘in any such property exceed the 
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amount, if any, by which his percentage of the fair mar- 
ket value of the property immediately after its distribu- 
tion exceeds his percentage of the cost amount to the 
partnership of the property immediately before its distri- 
bution, and 


(iii) in no case shall the aggregate of amounts so desig- 
nated in respect of his undivided interests in all such 
properties that are depreciable property or properties 
other than capital properties, exceed '/2 of the amount de- 
termined under subparagraph (i) in respect of him; 


All that portion of subsec. 98(3) preceding para. (a) substituted by 
1974-75-76, c. 26, s. 62, applicable to 1972 et seq. 


1.T. Application Rules: 20(1.2) (where transferred depreciable 
property was owned by transferor since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-442R: Bad debts and reserves for doubtful debts; IT-457R: Elec- 
tion by professionals to exclude work in pene from income; IT- 
471R: Merger of partnerships. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85. 


Forms: T2060: Election in respect of disposition of property upon 
cessation of partnership. 


(4) Where subsec. (3) does not apply — Sub- 
section (3) is not applicable in any case in which 
subsection (5) or 85(3) is applicable. 


(5) Where partnership business carried on as 
sole proprietorship — Where at any particular 
time after 1971 a Canadian partnership has ceased to 
exist and within 3 months after the particular time 
one, but not more than one, of the persons who were, 
immediately before the particular time, members of 
the partnership (which person is in this subsection 
referred to as the “proprietor”, whether an individ- 
ual, a trust or a corporation) carries on alone the bus- 
iness that was the business of the partnership and 
continues to use, in the course of the business, any 
property that was, immediately before the particular 
time, partnership property and that was received by 
the proprietor as proceeds of disposition of the pro- 
prietor’s interest in the partnership, the following 
rules apply: 


(a) the proprietor’s proceeds of disposition of the 
proprietor’s interest in the partnership shall be 
deemed to be an amount equal to the greater of 


(i) the total of the adjusted cost base to the 
proprietor, immediately before the particular 
time, of the proprietor’s interest in the partner- 
ship, and the adjusted cost base to the proprie- 
tor of each other interest in the partnership 
deemed by paragraph (g) to have been ac- 
quired by the proprietor at the particular time, 
and 


(ii) the total of 


(A) the cost amount to the partnership, im- 
mediately before the particular time, of 
each such property so received by the pro- 
prietor, and 


(B) the amount .of any other proceeds of 
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the disposition of the proprietor’s interest 
in the partnership received by the 
proprietor; 
(b) the cost to the proprietor of each such prop- 
erty shall be deemed to be an amount equal to the 
total of 


(1) the cost amount to the partnership of the 
property immediately before that time, 


(i.1) where the property is eligible capital 
property, */; of the amount, if any, determined 
for F in the definition “cumulative eligible 
capital” in subsection 14(5) in respect of the 
partnership’s business immediately before the 
particular time, and 


(ii) where the amount determined under sub- 

paragraph (a)(i) exceeds the amount deter- 

mined under subparagraph (a)(ii), the amount 

determined under paragraph (c) in respect of 

the property; 
(c) the amount determined under this paragraph 
in respect of each such property so received by 
the proprietor that is a capital property (other than 
depreciable property) of the proprietor is such 
portion of the excess, if any, described in subpar- 
agraph (b)(ii) as is designated by the proprietor in 
respect of the property, except that 


(i) in no case shall the amount so designated 
in respect of any such property exceed. the 
amount, if any, by which the fair market value 
of the property immediately after the particu- 
lar time exceeds the cost amount to the part- 
nership of the property peeaciawan: before 
that time, and 


(ii) in no case shall the total af amounts so_ 
designated in respect of all such capital 
properties (other than depreciable property) 
exceed the excess, if any, described in subpar- 
agraph (b)(ii); 

(d) [Repealed under former Act] 

(e) where any such property so received by the 


proprietor was depreciable property of a pre- 


scribed class of the partnership and the amount 
that was the capital cost to the partnership of that 
property exceeds the amount determined under 
paragraph (b) to be the cost,to the proprietor of 
the property, for the purposes of sections 13 and 
20 and any regulations made under paragraph 
20(1)(a) 


(1) the capital cost to the proprietor of the 
property shall be deemed to be the amount 
that was the capital cost to the partnership of 
the property, and 


(ii) the excess shall be deemed to have been 
allowed to the proprietor in respect of the 
property under regulations made under para- 
graph 20(1)(a) in computing income for taxa- 
tion years before the acquisition by the propri- 
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“etor of the property; 


® the partnership shall be desata to have aig. 


~posed of each such property for proceeds equal to 
~ ‘the cost amount to the partnership of the property 
| immediately before the particular time; 


(g) where, at. the particular time, all other Hersons 


who were members of. the partnership immedi- 


ately before that time have disposed of their inter- 
ests in the partnership to the proprietor, the pro- 


prietor shall be deemed at that time to have, 
acquired partnership interests from, those other 


_persons and not to have acquired any property 
that was property of the partnership; and - 


(h) where the property so received by the proprie- 


tor is eligible capital Property in respect of Hs 


business, 


(i) for the purpose of deterinining the proprie- 
tor’s cumulative eligible capital in respect of 


the business, an amount equal to */4 of the | 


_ amount determined under subparagraph 
(b)G.1) in respect of the business shall be ad- 
ded to the amount otherwise determined in re- 
spect thereof for P in the definition “cumula- 
tive eligible capital” in subsection 14(5), and 


(ii) for the purposes of determining after the 
particular time 


(A) the amount deemed under subpara- 
graph 14(1)(a)(v) to be the. proprietor’s 
taxable capital gain, and 


(B) the amount to be included under sub- 
paragraph 14(1)(a)(v) _ or paragraph 
‘14(1)(b) in computing the gl asta S 
income 


“in respect of any subsequent disposition of 
property of the business, the amount deter- 
mined for Q in the definition “cumulative eli- 
gible capital” in subsection 14(5) shall be 
deemed to be the amount; if any, determined 

» for Q in that definition in respect of the part- 
nership’s business No seleae: before the 
particular time: 

Related Provisions: 24(3) — Where partnership has ceased. to 
exist; 53(4) — Effect on adjusted cost’ base of partnership interest, 
80.03(1), (3)(c) — Capital gain’ where para. 98(5)(a) applies to part- 
nership -interest On disposition following debt forgiveness, 

88(1)(a.2) — Winding-up; 98(2) — Deemed DAPCERSE 98(4) — 
Subsec. 98(3) does. not apply. 

History: Cl..98(5)(h)(ii)(B) amended by 1995, c.3,subsec. 26), 
applicable to. acquisitions of property that occur after February pie 
1994. Cl. (B) formerly read: 


(B) the amount to be included under paragraph 14() in 
computing the proprietor’s income 


All that portion of para. 98(5)(b) preceding subpara. Gi) amended, 
and para. (h) added, by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 
41(3) and (4), applicable to acquisitions of property occurring as a 
result of a partnership ceasing to exist after the beginning of its first 
fiscal period beginning after 1987. That cae of Sigh (b) for- 
merly read: 


(b) the cost to the proprietor of each such propery, so re- 
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ceived by the proprietor shall be deemed to be an amount 
equal to 


(1) the cost dnd to thes Sciisonnstiin of the acer? im- 
mediately before that time, 


: plus 


Subpara. 98(5)(a)() euboututed by 1994, c. 7, Sch. II (1991, c. 49), 


subsec. 73(2), applicable to partnerships ceasing to exist after Janu- 
et 15, 1987. Subpara. (a)(i) formerly read: 


~@) the total of the adjusted cost base to the proprietor, imme- 
‘diately béfore the particular time, of the proprietor’s interest 
‘°4n the’ partnership, and the cost to the proprietor of all inter- 
ests in the partnership deemed by paragraph (g) to have been 
acquired by the proprietor at the particular time, and 


Pre-RSC History: Subpara. 98(5)(b)(i1) amended to substitute 
“under paragraph (c)” for “under, paragraph (c) or (d),.as_ the case 


_ may be,” and para. 98(5)(d) repealed, by 1986, c. 55, subsecs. 26(3), 


(4), applicable by subsec. 26(5). (as amended by 1988,.c. 55, s..199 
and.1991, c. 49, s. 236, the latter deemed: to have come into force 
December 19, 1986) with respect to property received by a member 


_ of a partnership where 


(a). the: property was acquired if the oatteretit after December 
4, 1985, otherwise than pursuant to an agreement.in,writing en- 
tered into before [sic] that date; 


(b) the property is received in satisfaction of an interest in the 
partnership acquired by the, member after December 4, 1985, 
otherwise than 


(i) pursuant to an agreement in writing entered into on or 
before that date, or 


~ (ii) from a person with whom the member was not dealing 
at arm’s length, where the interest in the partnership has not 
been acquired in an arm’s length transaction after Decem- 
ber 4, 1985, otherwise than pursuant to an agreement in 

_ writing entered into on or before that date, and, for the pur- 
poses of this subparagraph, “‘arm’s length” has the meaning 
it.would have for the. purposes of the Act if it were read 
without reference to para. 251(5)(b), or 


(c):the property isi received in satisfaction of an interest in the 
partnership that was owned» by a corporation at a time when 
control thereof was acquired (otherwise than by reason of an 
acquisition described in para. 256(7)(a)) after December 4, 
1985, otherwise than pursuant to an agreement in peels en- 
tered into on or before that date, 


except that 


(d) in respect of properties to which the repeal of para. 98(3)(d) 
does not apply, subpara..98(3)(d)(iii) shall, subject to 
paragraphs (f), (g) and (h) (below), in its application to taxation 
years and fiscal periods ending after 1987, be read as follows: 


(iii) in no. case shall, the aggregate of amounts \so desig- 
nated in respect of his undivided interests,in all such 
properties that are depreciable, property or. properties 
other than capital properties, exceed */4 of the amount de- 
termined under subparagraph (i) in respect of him, 


(e) in respect of properties to which the repeal of para. 98(5)(d) 
does not apply, subpara..98(5)(d)(ii) shall, subject to 
paragraphs (f), (g) and (h) (below), in its application to taxation 
years and fiscal periods ending after 1987, be read as follows: 


(iii) in no case shall the aggregate of amounts so desig- 
nated in respect of all such properties of the proprietor 
that are depreciable property or properties other than cap- 
ital properties, exceed */4 of the amount ‘determined under 
subparagraph (i) in respect of the proprietor, 
~ (f) where the member is an individual, for taxation years and 
fiscal periods ending after 1987 and before 1990, the references 
in subparas.| 98(3)(d)(iii) and (5)(d)(ii) to: “3/4 shall, in respect 
of the member for those years and fiscal periods, be read. as 
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references to “7/3”, 


(g) where the member is a Canadian-controlled private corpora- 
tion throughout a taxation year ending after 1987 and com- 
mencing before 1990, the references to “?/s” in subparas. 
98(3)(d)(iii) and (5)(d)(iii) shall, in respect of the corporation 
for the year, be read as references to the fraction determined as 
the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year, and 


(h) where the member is at any time in a taxation year ending 
after 1987 and commencing before 1990 a corporation other 
than a Canadian-controlled private corporation, the references 
to ““/” in subparas. 98(3)(d)(iii) and (5)(d)(iii) shall, in respect 
of the corporation for the year, be read as references to the frac- 
tion determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of 3/4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Para. (d) formerly read: 


(d) the amount determined under this paragraph in respect of 
each such property so received by him that is depreciable 
property or a property other than a capital property of the pro- 
prietor is such portion of 


(i) the amount, if any, by which the excess, if any, de- 
scribed in subparagraph (b)(ii) exceeds the aggregate of 
amounts designated by him under paragraph (c) in re- 
spect of all capital properties (other than depreciable 
property) 

as is designated by him in respect of the property, except that 


(ii) in no case shall the amount so designated in respect 
of any such property exceed the amount, if any, by which 
the fair market value of the property immediately after 
the particular time exceeds the cost amount to the part- 
nership of the property immediately before that time, and 


(iii) in no case shall the aggregate of amounts so desig- 
nated in respect of all such properties of the proprietor 
that are depreciable property or properties other than cap- 
ital properties, exceed '/2 of the amount determined under 
subparagraph (i) in respect of the proprietor; 

All that portion of subsec. 98(5) preceding subpara. (a)(ii) substi- 


tuted, para. (g) added by 1974-75-76, c. 26, s. 62, applicable to 1972 
et seq. 


Selected Cases [subsec. 98(5)]: Bow River Pipe Lines Ltd. v. 
Canada, [1997] 1 C.T.C. 2306 (TCC) (Rollover denied where tax- 
payer unable to establish that it was member of partnership). 


1.T. Application Rules: 20(1.2) (where transferred depreciable 
property was owned by transferor since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-457R: Election by professionals to exclude work in progress 
from income. 


Information Circulars: 88-2, para. 22: General anti-avoidance 
rule — section 245 of the Income Tax Act. 
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(6) Continuation of predecessor partnership 
by new partnership — Where a Canadian part- 
nership (in this subsection referred to as the “‘prede- 
cessor partnership’’) has ceased to exist at any partic- 
ular time after 1971 and, at or before that time, all of 
the property of the predecessor partnership has been 
transferred to another Canadian partnership (in this 
subsection referred to as the “new partnership”) the 
only members of which were members of the prede- 
cessor partnership, the new partnership shall be 
deemed to be a continuation of the predecessor part- 
nership and any member’s partnership interest in the 
new partnership shall be deemed to be a continuation 
of the member’s partnership interest in the predeces- 
sor partnership. 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest; Reg. 8103(5) — Mark- 
to-market transition — inclusion; Reg. 9204(4) — Residual portion 
of specified debt obligation. | 


Interpretation Bulletins [subsec. 98(6)]: IT-338R2: Partner- 
ship interests — effects. on ACB resulting from admission or retire- 
ment of a partner; IT-358: Partnerships — deferment of fiscal year- 
end; IT-457R: Election by professionals to exclude work in progress 
from income. 


Definitions [s. 98]: “adjusted cost base” — 54, 248(1); “amount”, 
“business” — 248(1); “Canadian partnership” — 102(1), 248(1); 
“capital property” — 54, 248(1); “cost amount” — 248(1); “cumu- 
lative eligible capital” — 14(5), 248(1); “depreciable property” — 
13(21), 248(1); “eligible capital amount” — 14(1), 248(1); “eligible 
capital expenditure” — 14(5), 248(1); “eligible capital property” — 
54, 248(1); “member” — 102(2); “person”, “property”, “regula- 
tion” — 248(1); “substituted property” — 248(5); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1). 


98.1 (1) Residual interest in partnership — 
Where, but for this subsection, at any time after 1971 
a taxpayer has ceased to be a member of a partner- 
ship of which the taxpayer was a member immedi- 
ately before that time, the following rules apply: 


(a) until such time as all the taxpayer’s rights 
(other than a right to a share of the income or loss 
of the partnership under an agreement referred to 
in subsection 96(1.1)) to receive any property of 
or from the partnership in satisfaction of the tax- 
payer’s interest in the partnership immediately 
before the time that the taxpayer ceased to be a 
member of the partnership are satisfied in full, 
that interest (in this section referred to as a 
“residual interest’) shall, subject to sections 70 
and 128.1 but notwithstanding any other section 
of this Act, be deemed not to have been disposed 
of by the taxpayer and to continue to be an inter- 
est in the partnership; 
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(b) where all of the taxpayer’ S ay 9 Fone in 
paragraph (a) are satisfied in full before the end 
of the fiscal period of the partnership in which 
the taxpayer ceased to be a member thereof, the 
taxpayer shall, notwithstanding paragraph (a), be 
deemed not'to have disposed of the taxpayer’s 
residual interest until the end of that fiscal period; 


(c) notwithstanding subsection 40(3), where. at 
the end of.a fiscal period of the partnership, in 
respect of a residual interest in.the partnership, 


(i) the total of all amounts required by subsec- 
tion 53(2) to be deducted in computing the ad- 
justed cost base to the taxpayer of the residual 
interest at that time 


exceeds 


(ii) the total of the cost to the taxpayer of the 
residual interest determined for the purpose of 


computing the adjusted cost base to the tax- _ 


“payer of that interest at that time and: all 
amounts required by subsection 53(1) to be 
added to the cost to the taxpayer of the 
residual interest in computing the adjusted 
cost base to the taxpayer of that interest at that 
time 

the amount of the excess shall be deemed to be a 
gain of the taxpayer, for the taxpayer’s taxation 
year that includes that time, from a disposition. at 
that time of that residual interest; and 


(d) where a taxpayer has a residual interest 
(i) by reason of paragraph (b), the taxpayer 
shall, except for the purposes. of subsections 


110.1(4), 118.1(8) and 127(4.2), be deemed 
not to be a member of the partnership, and 


(ii) in any: other case, the taxpayer shall, ex- 
cept for the purposes of subsection 85(3), be 
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deemed not to be a member of the partnership. 


| Related Provisions: 40(3.2) — Para. 98.1(1)(c) takes precedence 


over subsec. 40(3.1); 98.1(2) — Continuation of original partner- 
ship; 98.2 — Transfer of interest on death. 


| History: The closing words of para. 98.1(1)(c) amended by 1995, 


c. 3,'s..27, applicable to 1994 et seq. except that, in its application to 
the 1994 and 1995 taxation years, the closing words shall be read as 
follows: 


- the amount of the excess’shall be deemed to be a gain of the 

. taxpayer, for the taxpayer’s taxation year that includes. that 
time, from a disposition at that time of that residual interest 
and, for the purposes of section 110.6, the residual interest 
shall be deemed to have been tae! of by the ae at 
that time; and 


The closing words formerly read: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer, for the taxation year of the’ taxpayer that includes 

.. that time, from a disposition at that time of that residual inter- 
est and, for the purposes of section 110.6, the residual interest 
shall be deemed to have been disposed of by the taxpayer in 
that year; and 


Para. 98.1(1)(a) substituted by 1994, c. 21, s. 45, applicable after 
1992 except that, where a corporation elects in accordance with 
para. 111(4)(a) of 1994, c. 21, the amended para. applies to the cor- 
poration from the time at which the.corporation was first granted 
articles of continuation (or similar constitutional gocuments) | in an- 
other jurisdiction. Para. 98. 1(1)(a) formerly read: 


(a) until such time as all the taxpayer’s rights (other than a 
right to a share of the income or loss of the partnership under 
an agreement referred to in subsection 96(1.1)) to receive any 
property of or from the partnership in satisfaction of the tax- 
payer’s interest in the partnership immediately before the 

__ time that the taxpayer ceased, to be a member of the partner- 
ship are satisfied in full, that interest (in this section referred 
to as a “residual interest”) shall, subject to sections 48 and 70 
but notwithstanding any other section of this Act, be deemed 
not to have been disposed of by the taxpayer and to continue 
to be an interest in the partnership; 


That portion of para. 98.1(1)(c) following subpara. (ii) substituted 
by. 1994, c: 7,‘Sch: II (1991, 'c.49),-s. ‘74, iy Seine to we et seq. 
That portion formerly read: 


‘the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that time of that 
residual interest; and | 


Pre-RSC History: Subpara. 98. 1(1)(4)() amended by 1988, c. 55, 
s. 68, to substitute “by reason of” for “by virtue of’ and “subsec- 
tions 110.1(4), 118.1(8) and 127(4.2)” for “subsections 110(5) and 
127(4.2)’, applicable to 1988 et seq. 

Subpara. 98.1(1)(d)(i) substituted by 1976-77, c. 4, s. 38, appecaiie 
after June 23, 1975, to add “127(4.2)”. 


I.T. Application Rules: 23(4.1)(b) (where professional practice 
carried on in partnership since before 1972). 


Interpretation Bulletins: IT-242R: Retired partners; IT-278R2: 
Death of a partner or of a retired partner. 


(2) Continuation of original partnership — 
Where a partnership (in this subsection referred to as 
the “original partnership”) has or would but for sub- 
section 98(1) have ceased to exist at a time when a 
taxpayer had rights. described in paragraph (1)(a) in 
respect of that partnership and the members of an- 
other partnership agree to satisfy all or part of those 
rights, that other partnership shall, for the purposes 
of that paragraph, be deemed to be a continuation of 


807 


S. 98.1(2) 


the original partnership. 

Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner. 

Pre-RSC History [s. 98.1]: S. 98.1 added by 1974-75-76, c. 26, s. 
63, applicable to 1972 et seq. 

Definitions [s. 98.1]: “amount” — 248(1); “property” — 248(1); 
“residual interest” — 98.1(1)(a); “taxpayer” — 248(1). 


98.2 Transfer of interest on death — Where by 
virtue of the death of an individual a taxpayer has 
acquired a property that was an interest in a partner- 
ship to which, immediately before the individual’s 
death, section 98.1 applied, 


(a) the taxpayer shall be deemed to have acquired 
_a right to receive partnership property and not to 
have acquired an interest in a partnership; 


(b) the taxpayer shall be deemed to have acquired 
the right referred to in paragraph (a) at a cost 
equal to the amount determined to be the pro- 
ceeds of disposition of the interest in the partner- 
ship to the deceased individual by virtue of para- 
graph 70(5)(a) or (6)(d), as the case may be; and 


(c) section 43 is not applicable to the right. 


Related Provisions: 53(2)(0) — Deductions from adjusted cost 
base; 248(8) — Occurrences as a consequence of death. 


Pre-RSC History: S. 98.2 added by 1974-75-76, c. 26, s. 63, 
applicable to 1972 et seq. 

Definitions [s. 98.2]: “amount”, “individual” — 248(1); “prop- 
erty”, “taxpayer” — 248(1). 

Interpretation Bulletins [s. 98.2]: IT-242R: Retired partners; 
IT-278R2: Death of a partner or of a retired partner; IT-349R3: In- 
tergenerational transfers of farm property on death. 


99. (1) Fiscal period of terminated partner- 
ship — Except as provided in subsection (2), where, 
at any time in a fiscal period of a partnership, the 
partnership would, but for subsection 98(1), have 
ceased to exist, the fiscal period shall be deemed to 
have ended immediately before that time. 


(2) Fiscal period of terminated partnership 
for individual member — Where an individual 
was a member of a partnership that, at any time in a 
fiscal period of a partnership, has or would have, but 
for subsection 98(1), ceased to exist, for the purposes 
of computing the individual’s income for a taxation 
year the partnership’s fiscal period may, if the indi- 
vidual so elects and subsection 249.1(4) does not ap- 
ply in respect of the partnership, be deemed to have 
ended immediately before the time when the fiscal 
period of the partnership would have ended if the 
partnership had not so ceased to exist. 

Related Provisions: 25(1) — Parallel rule for individuals; 99(3), 
(4) — Validity of election. 

History: Subsec. 99(2) amended by 1996, c. 21, s. 17.1, applicable 
to fiscal periods that begin after 1994. The subsec. formerly read: 


(2) Fiscal period for individual member of terminated 
partnership — Where an individual was a member of a part- 
nership that, at any time in a fiscal period of the partnership, 
has or would have, but for subsection 98(1), ceased to exist, 
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for the purposes of computing the individual’s income for a 
taxation year the partnership’s fiscal period may, if the indi- 
vidual so elects, be deemed to have ended immediately before 
the time when the fiscal period of the partnership would have 
ended if the partnership had not so ceased to exist. 


Pre-RSC History: Subsec. 99(2) substituted by 1977-78, c. 1, s. 
48, applicable to 1972 et seq. 


Interpretation Bulletins: IT-179R: Change of fiscal period; IT- 
287R: Sale of inventory. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85. 


(3) Validity of election — An election under sub- 
section (2) is not valid unless the individual was resi- 
dent in Canada at the time when the fiscal period of 
the partnership would, if the election were valid, be 
deemed to have ended. 


Related Provisions: 96(4)-(7) — Elections. 


(4) Idem — An election under subsection (2) is not 
valid if, for the individual’s taxation year in which a 
fiscal period of the partnership would not, if the elec- 
tion were valid, be deemed to have ended but in 
which it would otherwise have ended, the individual 
elects to have applicable the rules set out in the Jn- 
come Tax Application Rules that apply when two or 
more fiscal periods of a partnership end in the same 
taxation year. 


Definitions [s. 99]: “Canada” — 255; “fiscal period” — 99(1), 
(2), 248(1), 249.1; “individual” — 248(1); “member” — 102(2); 
“resident in Canada” — 250; “taxation year” — 11(2), 249; “tax- 
payer” — 248(1). 


Interpretation Bulletins [s. 99]: IT-138R: Computation and 
flow-through of partnership income; IT-358: Partnerships — defer- 
ment of fiscal year-end. 


100. (1) Disposition of an interest in a partner- 
ship — Notwithstanding paragraph 38(a), a tax- 
payer’s taxable capital gain for a taxation year from 
the disposition of an interest in a partnership to any 
person exempt from tax under section 149 shall be 
deemed to be 


(a) */4 of such portion of the taxpayer’s capital 
gain for the year therefrom as may reasonably be 
regarded as attributable to increases in the value 
of any partnership property of the partnership that 
is capital property other than depreciable 
property, 

plus 


(b) the whole of the remaining portion of that 
capital gain. 
Pre-RSC History: Para. 100(1)(a) amended by 1988, c. 55, s. 69, 


to substitute “4/4” for “2”, applicable to taxation years and fiscal 
periods ending after 1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to ““/s” shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to “/s” shall, 
in respect of the corporation for the year, be read as a reference 
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to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */4 that the number of days,in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 


taxation years ending after 1987 and commencing before 1990, | 


the reference to “*/s” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the 
aggregate of 
(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year. 


(2) Gain from disposition of interest in part- 
nership — In computing a taxpayer’s gain for a 
taxation year from the disposition of an interest in a 
partnership, there shall be included, in addition to the 
-amount thereof determined under subsection 40(1), 
the amount, if any, by which 


(a) the total of all amounts required by subsection 
53(2) to be deducted in computing the adjusted 
cost base to the taxpayer, immediately before the 
disposition, of the interest in the partnership, 


exceeds 
(b) the total of 


(i) the cost to the taxpayer of the interest in 
the partnership determined for the purpose of 
computing the adjusted cost base to the tax- 
payer of that interest at that time, and 


(ii) all amounts required by subsection 53(1) 
to be added to the cost to the taxpayer of that 
interest in computing the adjusted cost base to 
the taxpayer of that interest at that time. 


Pre-RSC History: Para. 100(2)(b) substituted by 1974-75-76, c. 
26, s. 64, applicable to 1972 et seq. 


Selected Cases [subsec. 100(2)]: Stursberg (R.K.G.) v. MNR, 
[1993] 2 C.T.C. 76 (FCA) (Transactions resulting in reduction of 
partner’s share and corresponding increase of another partner’s 
share was disposition of part of first partner’s interest, not distribu- 
tion of capital). 

Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child; IT-278R2: Death of a partner or of a retired part- 
ner; IT-358: Deferment of fiscal year end. 


(2.1) Idem — Where, as a result of an amalgama- 
tion or merger, an interest in a partnership owned by 
a predecessor corporation has become property of 
the new corporation formed as a result of the amal- 
gamation or merger and the predecessor corporation 
was not related to the new corporation, the predeces- 
sor corporation shall be deemed to have disposed of 
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the interest in the partnership to the new corporation 
immediately before the amalgamation or merger for 
proceeds of disposition equal to the adjusted cost 
base to the predecessor corporation of the interest in 
the partnership at the time of the disposition and the’ 
new corporation shall be deemed to have acquired 
the interest in the partnership from the predecessor 
corporation immediately after that time at a cost 
equal to the proceeds of disposition. 


Related Provisions: 87(2)(e.1) — Partnership interest. 


Pre-RSC History: Subsec. 100(2.1) added by 1987, c. 46, s. 34, 
applicable with respect to amalgamations and mergers occurring af- 
ter January 15, 1987. 


(3) Transfer of interest on death — Where by 
virtue of the death of an individual a taxpayer has 
acquired a property that was an interest in a partner-. 
ship immediately before the individual’s death (other 
than an interest to which, immediately before the in- 
dividual’s death, section 98.1 applied) and the tax- 
payer is not a member of the partnership and does 
not become a member of the partnership by reason 
of that acquisition, 


(a) the taxpayer shall be deemed to have acquired 
a right to receive partnership property and not to 
have acquired an interest in a partnership; 


(b) the taxpayer shall be deemed to have acquired 
the right referred to in paragraph (a) at a cost 
equal to the amount determined to be the pro- 
ceeds of disposition of the interest in the partner- 
ship to the deceased individual by virtue of para- 
graph 70(5)(a) or (6)(d), as the case may be; and 


(c) section 43 is not applicable to the night. 


Related Provisions: 53(2)(0) — Deduction from adjusted cost 
base; 248(8) — Occurrences as a consequence of death. 


Pre-RSC History: Subsec. 100(3) added by 1976-77, c. 4, s. 39, 
applicable to 1972 et seq. 


Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner; IT-349R3: Intergenerational transfers of farm prop- 
erty on death. 


(4) Loss re interest in partnership — Notwith- 
standing paragraph 39(1)(b), the capital loss of a cor- 
poration from the disposition at any time of an inter- 
est in a partnership shall be deemed to be the amount 
of the loss otherwise determined minus the total of 
all amounts each of which is the amount by which 
the corporation’s share of the partnership’s loss, in 
respect of a share of the capital stock of a corpora- 
tion that was property of the partnership at that time, 
would have been reduced pursuant to subsection 
112(3.1) or (4.2) had the fiscal period of the partner- 
ship ended immediately before that time and had the 
partnership disposed of the share immediately before 
the end of that fiscal period for its fair market value 
at that time. 
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Related Provisions: 53(2)(c)(G)(C) — Reduction in adjusted cost 
base. 
Pre-RSC History: Subsec. 100(4) added by 1980-81-82-83, c. 


140, s. 59, applicable to dispositions. occurring after November 12, 
1981. 


Definitions [s. 100]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “capital gain” — 39(1)(a), 248(1); “capital 


} “capital property” — 54, 248(1); “corpo- 
ration” —248(1), Interpretation Act 35(1); “depreciable prop- 
erty” — 13(21), 248(1); “fiscal period” — 248(1), 249(2)(b), 249.1; 
“member” — 102(2); “person” — 248(1); “property” — 248(1); 
“share” — 248(1); “taxable capital: gain” — 38(a), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 


101. Disposition of farmland by partner- 
ship — Where a taxpayer was a member of a part- 
nership at the end of a taxation year of the partner- 
ship in which the partnership disposed of land used 
in a farming business of the partnership, there may 
be deducted in computing the taxpayer's income for 
the taxpayer’s taxation year in which the taxation 
year of the partnership ended, */4 of the total of all 
amounts each of which is an amount in respect of 
that taxation year of the taxpayer or any preceding 
taxation year of the taxpayer ending after 1971, 
equal to the taxpayer’s loss, if any, for the year from 
the farming business, to the extent that the loss 


(a) was, by virtue of section 31, not deductible in 
computing the taxpayer’s income for the year; 

(b) was not:déducted for the purpose of comput-. 
ing the taxpayer’s taxable income for the: tax- 
payer’s taxation year in which the partnership’s’ 
taxation year in which the land was disposed of 
ended, or for any preceding taxation peas of the 
taxpayer; 
(c) did not exceed that proportion of the total of 


(i) taxes (other than income or profits taxes or 
taxes imposed by reference to the transfer of 
the property) paid by the partnership in its tax- 
ation year ending in the year or payable by it 
in respect of that taxation year to a province 
or a Canadian municipality in respect of the 
property, and 


(ii) interest paid by the partnership in its taxa- 
tion year ending in the year or payable by it in 
respect of that taxation year, pursuant to a le- 
gal obligation to pay interest on borrowed 
money used to acquire the property or on any 
amount as consideration payable for the 
property, 
(to the extent that the taxes and interest were in- 
cluded in computing the loss of the partnership. 
for that taxation year from the farming business), 
that 
(ii1) the taxpayer’s loss from the farming busi- 
ness for the year 
Is of 
(iv) the partnership’s loss from the farming 


business for its taxation year ending in the 
year; and 


(d) did not exceed the remainder obtained when 


(i) the total of each of the taxpayer’s losses 
_ from: the farming business for taxation years 
preceding the year (to the extent that those 
losses are included in computing the amount 
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determined under this section in respect of the 
taxpayer) 
is deducted from 


(ii).“4 of the amount of the taxpayer’s taxable 
capital gain from the disposition of the land. 


Related Provisions: 53(1)(i) — Corresponding rule for non-part- 
nerships — addition to adjusted cost base, 96(1.1) — Allocation of 
share of income to retiring partner; 111(7) — Limitation. 


Pre-RSC History: That portion of  s:»101 preceding para. (a) 
amended by 1988, c. 55, subsec. 70(1), to. substitute “Disposition. of 
farmland by” for “Disposition of land used in farming business of? 
in the heading, “3/4 of the aggregate of” for ‘“'/2 of the aggregate of”, 
and “any preceding taxation year” for “any previous taxation year”, 
applicable to taxation years and fiscal periods ending after 1987, 
except that . 


(a) where the taxpayer is an individual or a partnership, for tax- 


ation years and fiscal periods ending .after 1987 and before 
1990, the reference to ““/s” shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to ““/4” shall, 
in respect of the corporation for.the year, be read as a reference 
to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/ that the number of days in the year 
that are after 1987 and before 1990 1 is of the number of ays 
in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c), where the taxpayer is a corporation that was not a Canadian- 

controlled private corporation throughout its taxation year, for 

taxation years ending after 1987 and commencing before 1990, 

the reference to ‘“/s” shall, in respect of the corporation for the 

year, be read as a reference to the fraction determined’ as the 
aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of; the number of days in the 
year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of 7/4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Subpara. 101(d)(ii) amended by 1988, C. 55, subsec. 70(2), to sub- 
stitute ““/s of’ for “2 times”, applicable to taxation years and fiscal 
periods ending after 1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to “4/:” shall be read as a reference to ““/2”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to “*/s” shall, 
in respect of the corporation for the year, be read as a reference 
to the aggregate of 


(i) that proportion of 2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of */2 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of 4/3 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
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controlled private corporation throughout its taxation year, for, 
taxation years ending after 1987 and commencing before 1990, 

the reference to “/;” shall, in respect of the corporation for the” 
year, be read as a reference to the fraction in ine as. the 
aggregate of 


(i) that proportion of 2 that the number of days in the year 
that are before July pee is of Oe ALTOS of days in the 
year, 
(ii) that proportion of 7/2 that the number of days in the year 
that‘are after June 1988 and before 1990 is of the number of 
days in the year, and 
(iii) that proportion of “ that the number of days in the val 
that are after 1989, is of the number of:days in the year: 
Para. 101(b) substituted by 1984, c. 1, °s. 44, to. substitute’ “de- 
ducted” for “deductible” and“‘preceding” for “previous”, applicable 


_ to 1983 et seq. 


Definitions [s. 101]: “amount”, “borrowed uphae. “business’’, 
“farming” — 248(1); “member” — 102(2); “{ i, 
“taxable capital gain” — 38(a), 248(1); “taxable income” "O(2), 
248(1); “taxation year” — 249; “taxpayer” — 248(1)... 


102. (1) Definition of “Canadian partner- 


ship” — In this subdivision; “Canadian :partner- 


ship”. means a partnership all of the members: of 
which were, at any time :in respect of which the,ex- 
pression is relevant, resident in Canada. 


Related Provisions: 80(1) — “Eligible Canadian partnership”; 
96(8) = Anti-avoidarice rules; 212(13.1)(b) — Non-Canadian_ part- 
nership, deemed non-resident for withholding tax purposes; 
248(1)Canadian partnership” — Definition applies to entire Act; 
Income Tax Conventions Interpretation Act 6.2 — Partnership with 
Canadian resident partner cannot be resident in another country. 


_ (2) Member of a partnership — In this subdivi- 


sion; a reference to a person or a taxpayer who is a 


-member of a particular partnership shall include a 


reference to another partnership that is a member of 
the particular partnership. 

Pre-RSC History [s. 102]: Subsecs. 102(1), (2) ‘were paras. 
102(a), (b). 


S. 102 substituted by 1986, c. 55, subsec. 27(1), applicable after 
February 25, 1986. S. 102 formerly read: 


102. “Canadian partnership” defined — In this subdivi- 
sion, “Canadian partnership” means a partnership all of the 
members of which were, at any time in respect of which the 
expression is relevant, resident in Canada. 


Selected Cases [s. 102]: Randall v. The Queen, [1985] ¥ C.T.C. 
268 (FCTD) (Non-resident member not actively participating in 
business taxed as if carrying on business in Canada where partici- 
pating in profits). 

Definitions [s. 102]: “Canada” — 255; “person” — 748(1): “resi- 
dent in Canada” — 250; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 102]: IT-123R5: Transactions in- 
volving eligible capital property; IT-338R2: Partnership interests — 
effects on adjusted cost base resulting from the admission or retire- 
ment of a partner; IT-413R: Election by members of a partnership 
under subsection 97(2); IT-417R: Merger of partnerships. I 


103. () Agreement to share income, etc., so 
as to reduce or postpone tax otherwise paya- 
ble — Where the members of a partnership have 
agreed to share, in a specified proportion, any in- 
come or loss of the partnership from any source or 
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from sources in a particular place, as the case may 
be, or any other amount in respect of any activity of 
the partnership that is relevant to the computation of 
the income or taxable income of any of the members 
thereof, and the principal reason for the agreement 
may reasonably be considered to. be the reduction or 
postponement of the tax that might otherwise have 
been or become payable under this Act, the share of 
each member of the partnership: in the income or 
loss, as the case may be, or in that other amount, is 
the amount that is reasonable having regard to all the 
circumstances including the proportions in which the 
members have agreed to share profits and losses of 
the partnership from other sources or from sources in 
other places. 


Related Provisions: 103(2) — Meaning of “losses”. 


Selected Cases [subsec. 103(1)]: Signum Communications Inc. 
v. Canada, [1991] 2 C.T.C. 31 (FCA) (Limited partner’s losses not 
limited by amount of capital contribution). 


(1.1) Agreement to share income, etc., 
unreasonable proportions — Where two. or 
more members of a partnership who are not dealing 
with each other at arm’s length agree to share any 
income or loss of the partnership or any other 
amount in respect of any activity of the partnership 
that is relevant to the computation of the income or 
taxable income of those members and the share of 
any such member of that income, loss or other 
amount is not reasonable in the circumstances hav- 
ing regard to the capital invested in or work per- 
formed for the partnership by the members thereof or 
such other factors as may be relevant, that share 
shall, notwithstanding any agreement, be deemed to 
be the amount that is’ reasonable in the 
circumstances. 


Pre-RSC History: Subsec. 103(1.1) added by 1980-81-82-83, c. 
48, s. 53, applicable with respect to fiscal periods ending after De- 
cember 11, 1979. 


Selected Cases [subsec. 103(1.1)]: Archbold v. Canada, 
[1995] 1 C.T.C. 2872 (TCC) (No legal impediment to partner’ S 
drawing salary from partnership). 


Interpretation Bulletins: IT-231R2: Partnerships — partners not 
dealing at arm’s length. 


(2) Definition of “losses” — For the purposes of 
this section, the word “losses” when used in the ex- 
pression “profits and losses” means losses deter- 
mined without reference to other provisions ofthis 
Act: 


Related Provisions: 96(1.1) — Allocation of share of income to 
retiring partner. 


Definitions [s. 103]: “amount” — 248(1); “arm’s length” — 
251(1); “assessment” — 248(1); “losses” — 103(2); “member” — 
102(2); “taxable income” — 2(2), 248(1). 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on adjusted cost base resulting from the admission or retire- 
ment of a partner. 
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Subdivision k — Trusts and Their 
Beneficiaries 


104. (1) Reference to trust or estate — In this 
Act, a reference to a trust or estate (in this subdivi- 
sion referred to as a “‘trust’’) shall be read as a‘refer- 
ence to the trustee or the executor, administrator, 
heir or other legal representative having ownership 
or control of the trust property. 

Related Provisions: 1(08(1) — Meaning of “trust”; 122(1) — 
High rate of tax for inter vivos. trusts; 128(1)(b), 128(2)(b) — Estate 
of bankrupt deemed not to be a trust or estate; 146.1(1)“trust” — 
RESPs — meaning of “trust”; 233.2(4) — Reporting requirement re 
transfers to foreign trust; 233.6(1) — Reporting requirement re dis- 
tributions from foreign trust; 248(1)“estate” — Definition applies to 
entire Act; 248(1)“trust” — Definition applies to entire Act; 
248(3) — Deemed trusts in Quebec. , 


Interpretation Bulletins: IT-447: Residence of a trust or estate. 


1.T. Technical News: No. 7 (revocable living trusts, protective 
trusts, bare trusts). 


(2) Taxed as individual — A trust shall, for the 
purposes of this Act, and without affecting the liabil- 
ity of the trustee or legal representative for that per- 
son’s own income tax, be deemed to be in respect of 
the trust property an individual, but where there is 
more than one trust and 


(a) substantially all of the property of the various 
trusts has been received from one person, and 


(b) the various trusts are conditioned so that the 
income thereof accrues or will ultimately accrue 
to the same beneficiary, or group or class of 
beneficiaries, 


such of the trustees as the Minister may designate 
shall, for the purposes of this Act, be deemed to be 
in respect of all the trusts an individual whose prop- 
erty is the property of all the trusts and whose in- 
come is the income of all the trusts. 

Related Provisions: 127.53(2), (3) — Multiple trusts must share 
minimum tax exemption; 248(1)‘individual” — Trust is an 
individual. 


Regulations: 204 (information return). 


Interpretation Bulletins: IT-406R2: Tax payable by an inter 
vivos trust; IT-447: Residence of a trust or estate. 


Forms: T3: Trust Income Tax and Information Return; T3 Summ: 


Summary. of trust income allocations and designations; T3 Supp: 
Statement of Trust Income. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(3) repealed by 1988, c. 55, subsec. 
71(1), applicable to 1988 et seg. (See subsec. 122(1.1).) Subsec. 
104(3) formerly read: 


(3) Deduction not permitted — No deduction may be made 
under section 109 from the income of a trust. 
Subsec. 104(3) substituted by. 1984, c. 1, subsec, 45(1), applicable 
to 1984 et seq. Subsec. 104(3) formerly read: 
(3) Deductions not permitted — No deduction may be 


made under section 109 or paragraph 110(1)(d) from the in- 
come of a trust. 


(4) Deemed disposition by trust — Every trust 
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shall, at the end of each of the following days, be 
deemed to have disposed ofeach property of the 
trust that was capital property (other than excluded 
property or depreciable property) or land included in 
the inventory of the trust for proceeds equal to its 
fair market value at the end-of that day and to have 
reacquired the property immediately thereafter for an 
amount equal to that fair market value, and for the 
purposes of this Act those days are 


(a) where the trust 


(i) is a trust that was created by the will of a 
taxpayer who died after 1971 and that, at the 
time it was created, was a trust, 


(i.1) is.a trust that was created by the will of a 
taxpayer who died after 1971 to which prop- 
erty was transferred in circumstances to which 
paragraph 70(5.2)(d), or (f) or (6)(d) applied 
and that, immediately after any such property 
vested indefeasibly in the trust as a, conse- 
quence of the death of the taxpayer, was a 
trust, or” 


(ii) is a trust that was created after June 17, 
1971 by a taxpayer during the taxpayer’s life- 
time that, at any time after 1971, was a trust 
under which 
(iii) the taxpayer’s spouse was entitled to re- 
ceive all of the income of the trust that arose 
before the spouse’s death, and 


(iv) no person except the spouse could, before 
the spouse’s death, receive or otherwise ob- 
tain the use of any of the income or capital of 
the trust, 


the day on which the spouse dies; 
(a.1) where the trust is.a pre-1972 spousal, trust 


S. 104(4) 


on January 1, 1993 and the spouse referred to in 
the definition ‘“‘pre-1972 spousal trust’ in subsec- 
tion 108(1) in respect of the trust was 


(i) in the case of a trust created by the will of a 
taxpayer, alive on January 1, 1976, and 


(ii) in the case of a trust created by a taxpayer 
during the taxpayer’s lifetime, alive on May 
26, 1976, 


_ the day that is the later of 
(iii) the day on which that spouse dies, and 
(iv) January 1, 1993; 
(b) the day that is 21 years after. the latest of 
(i) January 1, 1972, 


(ii) the day on which the trust was created, 
and 


(iii) where applicable, the day determined 
under paragraph (a) or (a.l) as. those 
paragraphs applied from time to time after 
1971; and 


(c) the day that is 21 years after any day (other 
than a day determined under paragraph (a) or 
(a.1)) that is, because of this subsection, a day on 
which the trust is deemed to have disposed of 
each such property. 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest; 54“‘superficial loss”(c) — 
Superficial loss rule does not apply; 70(6)(a)—— Where transfer or 
distribution to spouse or trust; 70(9.1) — Transfer of farm property 
from spouse’s trust to settlor’s children; 73(1)(c) — Inter vivos 
transfer of property of spouse, etc., or trust; 104(5) — Deemed dis- 
position of depreciable property; 104(5.3) — Election by trust to 
postpone deemed disposition; 104(5.8) — Trust transfers; 104(6) — 
Deduction in computing income of trust; 104(15)(a) — Allocable 
amount for preferred beneficiary. election; 107(4) — Trust in favour 
of spouse; 108(1) — “accumulating income”; 108(1)—.Trust de- 
fined; 108(3) — Meaning of “income” of trust; 108(4) — Trust pay- 
ment of duties and taxes; 108(6) — Variation of trusts; 110.6(12) — 
Spousal trust deduction; 127.55(e) — Application of minimum tax; 
138.1(1) — Rules re segregated funds; 159(6.1) — Election to post- 
pone payment where subsection 104(4) applicable; 248(8) — Oc- 
currences as. a consequence of death; 248(9.1) — Whether trust cre- 
ated by taxpayer’s will; 248(9.2) —Meaning of “vested 
indefeasibly”; 252(3), (4)(a) — Extended meaning of “spouse” and 
“former spouse”. 

History: Para. 104(4)(a.1) amended by 1996, c..21, subsec. 18(1), 
applicable to trust taxation years that end after February 11, 1991. 
The para. formerly read: 


(a.1) where the trust is a pre-1972 spousal trust on January 1, 
1993, the day that is the later of 


(i) the day on which the spouse referred to in the defini- 
tion “pre-1972 spousal trust” in subsection 108(1) in re- 
spect of the trust dies, and 
(ii) January 1, 1993; 
Subpara. 104(4)(b)(iii) amended by 1996, c. 21, subsec. 18(2), ap- 
plicable to trust taxation years that end after February 11, 1991. The 
subpara. formerly read: 
(iii) where applicable, the day determined under paragraph (a) 
or (a.1); and 
Subsec. 104(4) amended by 1994, c. 7, Sch. VIII-(1993, c. 24), sub- 
sec. 42(1), applicable to taxation, years of trusts ending after Febru- 
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ary 11, 1991 except that para. 104(4)(a) as amended does not apply 
in respect of any trust described therein because of subpara. (i.1) 
thereof where the spouse who was the beneficiary of that trust died 
before December 21, 1991. Subsec. (4) formerly read: 


(4) Deemed disposition by a trust — Every trust shall, on 
each of the following days, be deemed to have disposed of 
each property of the trust that was capital property (other than 
depreciable property) or land included in the inventory of the 
trust for proceeds equal to its fair market value on that day 
and to have reacquired the property immediately thereafter 
for an amount equal to that fair market value, and for the pur- 
poses of this Act those days are 


(a) where the trust 


(i) is a trust created by the will of a taxpayer who 
died after December 31, 1971 and that, at the time it 
was created, was a trust, or 


(ii) is a trust created by a taxpayer during the tax- 
payer’s lifetime, other than a trust described in sub- 
section 122(2), that, at any time after 1971, was a 
trust 


under which 


(iit) the taxpayer's spouse was entitled to receive all 
of the income of the trust that arose before the 
spouse’s death, and 


(iv) no person except the spouse could, before the 
spouse’s death, receive or otherwise obtain the use, of 
any of the income or capital of the trust, 


the day on which the spouse dies; 
(b) the day that is 21 years after the latest of 
(i) January 1, 1972, 
(ii) the day on which the trust was created, and 


(iii) where applicable, the day referred to in para- 
graph (a); and 


(c) the day that is 21 years after,any day that is, by virtue 
of this subsection, a day on which the trust is deemed to 
have disposed of each such property. 


Pre-RSC History: That portion of subsec. 104(4) preceding (a) 
substituted by 1985, c. 45, subsec. 50(1), applicable to taxation 
years of a trust commencing after 1984. That portion formerly read: 


(4) Deemed disposition of property by a trust — Every 
trust shall, on each of the following days, be deemed to have 
disposed of each property of the trust that was capital prop- 
erty (other than depreciable property), property referred to in 
any of paragraphs 59(2)(a) to (e) or land included in the in- 
ventory of a business of the trust, for proceeds equal to its fair 
market value on that day, and to have reacquired the property 
immediately thereafter for an amount equal to that fair market 
value; and for the purposes of this Act those days are: 


All that portion of subsec. 104(4) preceding para. (a) substituted by 
1980-81-82-83, c. 140, subsec. 60(1), and applicable after Novem- 
ber 12, 1981. That portion formerly read: 


(4) Every trust shall, on each of the following days, be 

deemed to have disposed of each capital property of the trust, 

other than depreciable property, for proceeds equal to its fair 

market value on that day, and to have reacquired such prop- 

erty immediately thereafter for an amount equal to that fair 

market value; and for the purposes of this Act, those days are: 
Para. 104(4)(a) substituted by 1976-77, c. 4, subsec. 40(1), applica- 
ble with respect to any trust the spouse who was the beneficiary of 
which died after May 25, 1976; and with respect to any trust the 
spouse who was the beneficiary of which died after December 31, 
1975 and before May 26, 1976, phar rn 104(4)(a) shall be 
deemed to have read as follows: 


(a) where the trust is a trust created by the will of a taxpayer 
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who died after December 31, 1971 or a trust created by a tax- 
payer during his lifetime, under which 
(i) his spouse is entitled to receive all-of the income of © 
the: trust that arises before the spouse’s death, and 
(ii) no person except the spouse may, before the spouse’s 
death, receive or otherwise obtain the use of any of the 
income or capital of the trust, 


the day on which the spouse dies; 
Para. 104(4)(a) formerly read: 
(a) where the trust is a trust created ‘by a taxpayer, whether 
during his lifetime or by his will, under which 
(i) his spouse is entitled to receive all of the income of 
the trust that arises before the spouse’s death, and 


(ii) no person except the spouse may, before the spouse’s 
death, receive or otherwise obtain the use of any of the 
income or capital of the trust, 


the day on which the spouse dies; 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
286R2: Trusts — amounts payable; IT-325R2: Property transfers 
after separation, divorce and annulment; IT-349R3: Intergenera- 
tional transfers of farm property on death; IT-370: Trusts — capital 
property owned on December 31, 1971; IT-381R3: Trusts — capital 
gains and losses and the flow-through of taxable capital gains to 
beneficiaries; IT-449R: Meaning of “vested indefeasibly”; IT- 
465R — Non-resident beneficiaries of trusts. 

Advance Tax Rulings: ATR-38: Distribution of all of the prop- 
erty of an estate. 


Forms: T3 Sched. 6: Calculation of total taxable capital gains at- 
tributable to qualified farm property or qualified small business cor- 
poration shares; T1055: Summary of deemed realizations. © 


(5) Idem [depreciable property] — Every trust 
shall, at the end of each day determined under sub- 
section (4) in respect of the trust, be deemed to have 
disposed of each property of the trust that was a de- 
preciable property of a prescribed class of the trust 
for proceeds equal to its fair market value at the end 
of that day and to have reacquired the property im- 
mediately thereafter at a capital cost (in this subsec- 
tion referred to as the “deemed capital cost”) equal 
to that fair market value, except that 


(a) where the amount that was the capital cost to 
the trust of the property immediately before the 
end of the day (in this paragraph referred to as the 
“actual capital cost’) exceeds the deemed capital 
cost to the trust of the property, for the purpose of 
sections 13 and 20 and any regulations made for 
the purpose of paragraph 20(1)(a) as they apply 
in respect of the property at any subsequent time, 
(i) the capital cost to the trust of the property 
on its reacquisition shall be deemed to be the 
amount that was the actual capital cost to the 
trust of the property, and 


(11) the excess shall be deemed to have been 
allowed under paragraph 20(1)(a) to the trust 
in respect of the property in computing its in- 
come for taxation years that ended before the 
trust reacquired the property; 


(b) for the purposes of this subsection, the refer- 
ence to “at the end of a taxation year” in subsec- 
tion 13(1) shall be read as a reference to “at the 
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particular time a trust is deemed by subsection 
104(5) to have disposed of depreciable prorat 
of a prescribed class”; and 


(c) for the purpose of computing the excess, if 
any, referred to in subsection 13(1) at the end of 


the taxation year of a trust that ‘included a day on 


which the trust is deemed by this subsection to 
have disposed of a depreciable property of a pre- 
scribed class, any amount that,.on that day, was 
included in the ‘trust’s income for the year under 
subsection 13(1) as it reads because of paragraph 
_(b), shall be deemed:to,be an amount included 
under section. 13 in the trust’s. income for a pre- 
ceding taxation year. | 


Related Provisions: 70(9.1) — Transfer of farm property from 
spouse’s trust to settlor’s children; 104(5:3) — Election by trust to 
postpone deemed disposition; 104(5.8) — Trust transfers; 104(6) — 
Deduction in computing income of trust; 108(1) — “accumulating 
income”; 108(1) — Meaning of “trust”; 108(6) — Variation of 
— trusts. ‘ 


History: Subparas. 104(5)(a)(i) and (ii) substituted by 1994, c. 21, 
subsec. 46(1), applicable to days determined under subsec. 104(4) 
that are after 1992. Those subparas. formerly read: 


(i) the capital cost to the trust of the property shall be deemed 
to be the amount that was the actual capital cost to the trust of 
the property, and 


(ii) the-excess shall be deemed to have been allowed to the 
trust in respect of the property under. paragraph 20(1)(a) in 
computing income for taxation years before the reacquisition 
by the trust of the property, and any other amount allowed to 
the trust in respect of the property under that paragraph in 
computing income for those years shall be deemed to be nil; 


Subsec. 104(5) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 42(1), applicable to taxation years of trusts ending after Febru- 
ary 11, 1991 except that with respect to those days determined 
under subsec. 104(4) (as amended) that are before 1993, subsec. 
104(5) shall be read without reference to the amendments made by 
subsection (1), and the portion of subsec. 104(5) preceding pare (c) 
shall be read as follows: 


(5) Every trust shall, at the end of each day determined under 
subsection (4) in respect of the trust, be deemed to have dis- 
posed of all depreciable property of a prescribed class of the 
trust for proceeds equal to 


(a) where the fair market value of that property at the end 
of the day exceeds the undepreciated capital cost thereof 
to the trust.at the end of the-day, the amount of that un- 
depreciated capital cost plus '/2 of the excess, and 


(b) in any other case, the fair market value of that prop- 
erty at the end of that day plus '/ of the amount, if any, 
by which the undepreciated capital cost thereof to the 
trust at the end of that day exceeds that 'fair-market value, 


and to have reacquired each such depreciable property of that 
class immediately thereafter at a capital cost (in this subsec- 
tion referred to as the “deemed capital cost’) equal to that 
proportion of the proceeds determined under paragraph (a) or 
(b), as the case may be, that the amount that was the fair mar- 
ket value of that property is of the total.of the amounts that 
were the fair market values of all properties of that class at 
the end of that day, except that ; 


Subsec..104(5) formerly read: 


(5) dem — Every trust shall, on each day determined under 
subsection (4) in respect of the trust, be deemed to have dis- 
posed of all depreciable property of a prescribed class of the , 


S. 104(5). 


trust for proceeds equal to, 


_(a) where the fair market value of that acietia on that 
day exceeds. the undepreciated capital cost thereof to the 
trust on that day, the amount of that undepreciated capital . . 
cost plus '/2 of the amount of the excess, and 


(b) in any other case, the fair market value of that prop- 
erty on that day plus > of the amount, if any, by which 
the undepreciated capital cost thereof to the trust on that 
day exceeds that fair market value, 


and to have reacquired each such depreciable property of that 
class immediately thereafter at a capital cost-(in this subsec- 
tion referred to as the “deemed capital cost”) equal to that 
proportion of the proceeds determined under paragraph (a) or 
(b), as the case may be, that the amount that was the fair mar- 
ket value of that property on that day is of the total of the 
amounts that were the fair market values of all properties of 
that class on that day, except that 


(c) where the amount that was the capital cost to the trust 
of any particular property of that class exceeds the 
deemed capital cost to the trust of the property, for the 
purposes of sections 13 and.20 and any regulations made 
under paragraph, 20(1)(a) as they apply in respect of the 
property at any subsequent time, 


(i) the capital cost to the trust of the property “ite be 
deemed to be the amount that.was the capital cost to 
the trust of the property, and 


(ii) the excess shall be;deemed to have been allowed 
to the trust in respect of the property under paragraph 
20(1)(a) in computing income for taxation years 
before the reacquisition by the trust of the property, 
and any other amount allowed to the trust in respect 
of the property under that paragraph in computing in- 
come for those years shall be deemed to be nil, 
(d) for the purposes of this subsection, the words “at the 
end of a taxation year,” in subsection 13(1) shall be 
deemed to read “at the particular time a trust. is deemed 
by subsection 104(5) to have disposed of see 
property of a prescribed class,”..and 


(e) for the purpose of computing the excess, if any, re- 
ferred to in subsection 13(1) at the end‘of the taxation 
year of a trust that included a day on which the trust is 
deemed by this subsection to have disposed of all depre- 
ciable property of a prescribed class, any amount that, on 
that day, was included in the trust’s income for the year 
by virtue of subsection 13(1) as it,reads by virtue of para- 

. graph (d), shall be deemed to be an,amount included in 
the taxpayer’s income by virtue of section 13 for a prior 
taxation year. 


Pre-RSC History: All that portion of subsec. 104(5) preceding 


| para. (a) amended by 1985, :c. 45, subsec. 50(2), applicable to taxa- 


tion years of a trust commencing after 1984, to substitute “deter- 
mined under subsection (4) in respect of the trust” for “described in 
subsection (4)”. 


Paras. 104(5)(d) substituted, (e) added by 1977- 78, c. 1, subsec. 
49(1), applicable to taxation years commencing 'after May 25, 1976. 
Para. 104(5)(d) formerly read: 


(d) subsection 13(2) is not applicable in aa of any such 
reacquisition. 


Interpretation Bulletins: IT-286R2: Trusts — amount payable; 
IT-349R3: Intergenerational transfers of farm property on death; IT- 
381R3: Trusts — capital gains and losses and the flow-through of 
taxable capital gains to beneficiaries; IT-465R: Non-resident benefi- 
ciaries Of trusts. 


Forms: T3 Sched. 6: Calculation of total. taxable capital gains at- 


tributable to qualified farm property.or qualified small business cor- 
poration shares; T1055: Summary of deemed realizations. 
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(5.1) Idem [NISA Fund No. 2] — Every trust that 
holds an interest in a NISA Fund No. 2 that was 
transferred to it in circumstances to which paragraph 
70(6.1)(b) applied shall be deemed, at the end of the 
day on which the spouse referred to in that paragraph 
dies (in this subsection referred to as the “spouse’’), 
to have been paid an amount out of the fund equal to 
the amount, if any, by which 


(a) the balance at the end of that day in the fund 
so transferred 


exceeds 


(b) such portion of the amount described in para- 
graph (a) as is deemed by subsection (14.1) to 
have been paid to the spouse. 


Related Provisions: 104(5.8) — Trust transfers; 104(6) — De- 
duction in computing income of trust; 252(3), (4)(a) — Extended 
meaning of “spouse” and “former spouse”. 


History: Subsec. 104(5.1) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 42(2), applicable to 1991 et seq. 


Pre-RSC History [former subsec. 104(5.1)]: Former subsec. 
104(5.1) repealed by 1986, c. 6, subsec. 51(1), applicable to 1986 er 
seq. Subsec. 104(5.1) formerly read: 


(5.1) ldem — Every trust shall, where subsection (4) is appli- 
cable to the trust on a day, be deemed 


(a) where the trust was a participant under an indexed se- 
curity investment plan on that day, 


(i). to have (for the purposes of computing any capital 
gain or capital loss of the trust from the plan for the 
taxation year in which the day occurred) a taxation 
year that ended on, and a new taxation year that com- 
menced immediately after, that day 


(11) to have disposed, immediately before the end of 
the taxation year deemed by subparagraph (i) to have 
ended, of all indexed securities owned under the plan 
for proceeds equal to their fair market value (within 
the meaning. assigned by paragraph 47.1(1)(d)) at 
that time and to have reacquired under the plan, at 
the beginning of the taxation year deemed by subpar- 
agraph (i) to have commenced, all such securities at 
a cost equal to such fair market value, 


(iii) to have closed out, immediately before the end 
of the taxation year deemed by subparagraph (i) to 
have ended, each put or call option referred to in 
clause 47.1(4)(a)(iv)(B) or (C) outstanding under the 
plan at that time at a cost equal to the amount the 
trust would have had to pay at that time if the option 
had actually been closed out and to have written 
under the plan, at the beginning of the taxation year 
deemed by subparagraph (i) to have commenced, the 
option for proceeds equal to such cost, and 


(iv) notwithstanding subsection 47.1(9), to have a 
capital gain or capital loss from the plan for the taxa- 
tion year deemed by subparagraph (i) to have ended 
equal to the amount of the trust’s gain or loss, as the 
case may be, for that year from the plan; and 


(b) where paragraph 47.1(10)(f) was applicable to the 
trust in respect of an indexed security investment plan in 
the taxation year in which the day occurred, to have, not- 
withstanding that paragraph, a capital loss from the plan 
for the year equal to the aggregate of all amounts that are 
obtained by determining every amount that, but for this 
paragraph, would have been a capital loss of the trust 
from the plan for the year or any subsequent taxation 
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year and not to have a capital loss from the plan for any 
subsequent taxation year. 


Subsec. 104(5.1) added by 1984, c. 1, subsec. 45(2), applicable after 
September 30, 1983. 


Forms: T3 Sched. 6: Calculation of total taxable capital gains at- 
tributable to qualified farm property or qualified small business cor- 
poration shares; T1055: Summary of deemed realizations. 


(5.2) Rules for trusts — Where on a day deter- 
mined under subsection (4) in respect of a trust the 
trust owns a Canadian resource property or a foreign 
resource property, the following rules apply: 


(a) for the purpose of determining the amounts 
under subsection 59(1), paragraph 59(3.2)(c), 
subsections 66(4) and 66.2(1), the definition “cu- 
mulative Canadian development expense” in sub+ 
section 66.2(5), subsection 66.4(1) and the defini- 
tion “cumulative Canadian oil and gas property 
expense” in subsection 66.4(5), the trust shall be 
deemed . 


(i) to have a taxation year (in this subsection 
referred to as the “old taxation year’) that en- 
ded on that day and a new taxation year (in 
this subsection referred to as the “new taxa- 
tion year”) that commenced immediately after 
that day, and 


(i1) to have disposed, immediately before the 
end of the old taxation year, of each of its Ca- 
nadian resource properties and foreign re- 
source properties for proceeds that become re- 
ceivable at that time equal to its fair market 
value at that time and to have reacquired, at 
the beginning of the new taxation year, each 
such property for an amount equal to that fair 
market value; and 


_ (b) for the particular taxation year of the trust that 
included that day, the trust shall 


(1) include in computing its income for the 
particular taxation year the amount, if any, de- 
termined under paragraph 59(3.2)(c) in re- 
spect of the old taxation year and the amount 
so included shall, for the purposes of the de- 
termination of B in the definition “cumulative 
Canadian development expense” in subsection 
66.2(5), be deemed to have been included in 
computing its income for a preceding taxation 
year, and 


(11) deduct in computing its income for the 
particular taxation year the amount, if any, de- 
termined under subsection 66(4) in respect of 
the old taxation year and the amount so de- 
ducted shall, for the purposes of paragraph 
66(4)(a), be deemed to have been deducted for 
a preceding taxation year. 
Related Provisions: 104(5.3) — Election; 104(5.8) — Trust 
transfers; 104(6) — Deduction in computing income of trust; 
108(1) — “accumulating income”; 108(1) — “trust”; 108(6) — Va- 
riation of trusts. 


Pre-RSC History: Subsec. 104(5.2) added by 1985, c. 45, subsec. 
50(3), applicable to taxation years of a trust commencing after 
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1984. 


(5.3) Election — Where a trust files an election 
under this subsection in prescribed form with the 
Minister within 6 months after the end of a taxation 
year of the trust that includes a day before 1999 (in 
this subsection referred to as the “disposition day”) 
that would, but for this subsection, be determined in 
respect of the trust under paragraph (4)(a.1) in the 
case of a trust described in that paragraph, or. under 
paragraph (4)(b) in any other case,.and there is).an 
exempt beneficiary under the trust on the RSBRSHDD 
day, 
(a) for the purposes of cuhechiahe (4) to (5. 2), 
paragraph (6)(b) and subsection 159(6.1), the.day. 
determined under paragraph (4)(a.1) or (b), as the 
case may be, in respect of the trust is deemed to 
be the earlier of 


(i) January 1, 1999, and 


(ii) the first day of the trust’s first taxation. 


year that begins after the first day after the 
disposition day throughout which there is no 
exempt beneficiary under the trust; 
(b) subsection 107(2) does not apply to a distribu- 
tion made by the trust during the period 


(i) beginning immediately after the disposition 
day, and 


(ii) ending at the end of the first day after the 
disposition day that is determined in respect 
of the trust under subsection (4) 


to any beneficiary (other than an individual who 
is an exempt beneficiary under the trust immedi- 
ately before the time of the distribution); 


(b.1) where the trust filed the form before March 
1995, paragraph '(b) does not apply to: distribu- 
tions: made by ‘the trust after February 1995; 
(c) subject to paragraph (d), paragraph (e) of the 
definition “disposition” in section 54 does not ap- 
ply to a transfer by the trust after the disposition 
‘day during the period 
(i) beginning immediately after the disposition 
day, and 
(ii) ending at the end of the first day after the 
disposition day that is determined in respect 
of the trust under subsection (4); and 


(d) where 


(i) property is eonatered from the trust to an- 
other trust in circumstances to which para- 
graph (e) of the definition “disposition” in 
section 54 would, but for paragraph (c), apply, 
(ii) the other trust held no property immedi- 
ately before the transfer, and 


(iii) the terms of the trust immediately before 
the transfer are identical to the terms of the 
other trust immediately after the. transfer, 


paragraph (e) of the definition “disposition” in 


S. 104(5.4)(a) 


section 54 applies.to the transfer and the other 
trust shall be deemed to be the:same trust as, and 
a continuation of, the trust. 


Related Provisions:. 104(5.31) — Revocation..of election; 
104(5.4) — Exempt beneficiary; 104(5.8) — Trust transfers; 
107(2) — Rollout of property to beneficiaries where election not 
available; 108(1) — “trust”; 110.6(12) — Spousal trust deduction; 
220(3.2), Reg: 600(b) — Late filing or revocation of election. 


History: The portion of subsec. 104(5.3) before para. (b) amended 
and para. (b.1) added by 1996, c. 21, subsecs.'18(3) and (4), appli- 
cable after February 11, 1991. That portion before para:.(b) for- 
merly read: 


(5.3) Election — Where a trust so elects in prescribed form 
filed with the Minister within 6 months after the end of a tax- 
ation year of the trust: that includes a day (in this subsection 
referred to as the “disposition day”) that would, but for this 
subsection, be determined in respect of the trust under para- 
graph (4)(a.1) in the case of a trust described in that para- 
graph, or under paragraph (4)(b) in any other case, and there 
is an exempt beneficiary under the trust on the disposition 
day, 
(a) for the purposes of subsections (4) to (5.2), paragraph 
(6)(b) and subsection 159(6.1), the day determined under 
paragraph (4)(a.1). or (b), as, the case-may: be, in respect 
of the trust shall be deemed to be the first day of the first 
taxation year of the trust beginning after the first day af- 
ter 'the disposition day throughout which there is no ex- 
empt beneficiary under the trust; 


Subsec. 104(5.3) added. by 1994, c..7, Sch. VHT (1993, c. 24), sub- 
sec. 42(3), applicable after February 11, 1991, 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


Forms: T1015: Election by a trust to defer the deemed realization 
day. / 


(5.31) Revocation of election — Where a trust 
that has filed an election under subsection (5.3) 


before July, 1995. applies before 1997 to the Minister 


in writing for permission ‘to revoke the election and 
the Minister grants permission to revoke the election, 


(a) the election is deemed, otherwise than for the 
purposes of this subsection, never to have been 
made; 


(b) the trust is not, liable to any ah init this 
Act.to the extent.that the liability would, but for 
this paragraph, have increased because of fhe rev- 
ocation of the election; and 


(c) notwithstanding subsections 152(4) to (5), 
such assessments of tax, interest and penalties 
under this Act shall be made as are necessary to 
take into account the consequences of the revoca- 
tion of the election. 


History: Subsec. 104(5.31) added by 1996, c. 21, subsec. - 18(5), 
applicable on June 20, 1996. 


(5.4) Exempt beneficiary — For the purpose of 


subsection (5.3), an “exempt beneficiary” under a 
trust.at a particular time is an individual who is alive 


and a beneficiary under the trust at the cere 
time, where 


(a) in the case of a trust that was created after 
February 11,1991, the individual, or an individ- 
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ual who, otherwise than because of subsection 
252(2), is the brother or sister of the individual, 
was alive at the earlier of 


(i) the time the trust was created, and 


(ii) the earliest of all times each of which is 
the time that another trust was created that, 
before the particular time and the end of the 
day that would, but for subsection (5.3), be 
determined in respect of the trust under para- 
graph (4)(a.1) or (b), transferred property to 
the trust either 


(A) directly, or 
(B) indirectly through one or more trusts, 


in circumstances in which subsection (5.8) ap- 
plies; and 
(b) the individual or the individual’s spouse or 
former spouse was 


(i) the designated contributor in respect of the 
trust, or 


(ii) a grandparent, parent, brother, sister, 
child, niece or nephew 


(A) of the designated contributor in respect 
of the trust, or 


(B) of the spouse or former spouse of the 
designated contributor in respect of the 
trust. 

Related Provisions: 104(5.5) — Beneficiary; 104(5.6) rs 


nated contributor; 252(3), (4)(a) — Extended meaning of “spouse” 
and “former spouse”. 


History: Subsec. 104(5.4) added by 1994, c. 7, Sch. VIII (1993; c. 
24), subsec. 42(3), applicable after February 11, 1991. 


(5.5) Beneficiary — For the purpose of subsection 
(5.4), a beneficiary under a trust is an individual who 
is beneficially interested in the trust, except that an 
individual shall be deemed not to be a beneficiary 
under a trust at a particular time 


(a) where 


(i) the interests in the trust at the particular 
time of all individuals who would, if this Act 
were read without reference to this paragraph, 
be exempt beneficiaries under the trust are 
conditional on or subject to the exercise of a 
discretionary: power by a person, 


(ii) by the exercise of (or the failure to exer- 
cise) such power under the terms of the trust 


after the particular time, all interests in the 


trust. of 
(A) those individuals, and 


(B) other individuals who are children of. 


deceased individuals who, if this Act were 
read without reference to this paragraph, 
would have been exempt beneficiaries 
under the trust at any time before the par- 
ticular time 


may terminate before the time at which the 
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last of those individuals and the other individ- | 
uals dies and without any of those individuals 
or the other individuals enjoying any benefit 
under the trust after the particular time, and 


(iii) the trust was created after February 11, 
1991 or subparagraph (ii) applies in respect of 
the trust because of a variation of the terms of 
the trust occurring after February 11, 1991; or 


(b) where it is reasonable to consider that one of 
the main purposes for the creation of the interest 
of the individual in the trust was to defer the day 
determined under paragraph (4)(a.1) or (b) in re- 
spect of the trust. 


Related Provisions: 248(25) — Beneficially interested. 


History: Subsec. 104(5.5) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(3), applicable after February 11, 1991. 


(5.6) Designated contributor — For the purpose 
of subsection (5.4), a designated contributor in re- 
spect of a trust is) 


(a) where the trust,is described in paragraph 
(4)(a) or was, on December 20, 1991, a pre-1972 
spousal trust, the individual who created (or 
whose will created) the trust; 


(b) where paragraph (a) does not apply and the 
trust is a testamentary trust at the end of the taxa- 
tion year for which it makes an election under 
subsection (5.3), the individual as a consequence 
of whose death the trust was created; and 


(c) in the case of any other trust, the individual 
who was, or who was related to, an individual 
beneficially interested in the trust and who is des- 
ignated’by the trust in its election under subsec- 
tion (5.3) 


(1) where, at each time in the relevant. period, 
the total amount of property transferred or 
loaned before that time by the designated indi- 
vidual (either directly or ane nga 
trust) to the trust 


(A) exceeded the total amount of property 
so transferred or loaned before that time by 
each other individual who was born before 
the designated individual and who, at any 
time, was related to any individual benefi- 
cially interested in the trust, and 


(B) was not less than the total amount of 
property so transferred or loaned before 
that time by each other individual who was 
born after the designated individual and 
who, at any time, was related to any indi- 
vidual beneficially interested in the trust, 


(ii) where 


(A) no individual may be designated in re- 
spect of the trust because of subparagraph 
(i), 

(B) the designated individual transferred or 
loaned property (either directly or through 
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another trust) ‘to the trust at any time 
before the end of the relevant period, and 


(C) the designated individual was born 
before all other individuals who 


(I) at any:time were related to any indi- 
vidual. beneficially interested in the 
trust or to any individual who trans- 
ferred or loaned property to the trust 
before the end of the relevant period, 
and 


(1) pane or loaned property (ei- 
ther directly or through another trust) to 
the trust at any time before the end of 
the relevant period, or” 


(iii) where throughout the relevant period the 
property of the trust consisted primarily of 


(A) shares of. the capil stock of a 
corporation 


(I) eonbrolled | on the day that the trust 
- was created or at the beginning of the 
relevant period, by the designated indi- 
vidual or by the designated individual 
and one or more other individuals born 
-after, and related to, the designated in- 
dividual, or» 


(II) all or substantially all of the value 
of which throughout the relevant period 
derived from property transferred to the 
corporation by the designated individ- 

ual or by the designated individual and 
one or more other individuals born af- 
ter, and related to, the designated 
individual, 


(B) shares of the capital stock of a corpora- 
tion all or substantially all of the value of 
which, throughout the part of the relevant 
period throughout which the shares were 
held by. the trust, derived from shares de- 
scribed in clause (A), 


(C) property substituted for the shares de- 
scribed in clause (A) or (B), 


(D) property attributable to profits, gains 
‘or distributions in respect of property de- 
scribed‘in clause (A), (B) or (C), or 


(E) any combination of the properties de- 
scribed in clauses (A) to (D). 
Related Provisions: 104(5.7) — Designated contributor; 


248(5) — Substituted property; 248(9.1) — Trust created by tax- 
payer’s will. 


History: Subsec. 104(5.6) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(3), applicable after February 11,1991. 


(5.7) Idem — For the purposes of subsection (5.6), 


(a) the relevant period in respect of a trust is the 
period that begins-one year after the day on 
which the trust was'created and ends at the end of 
the day that would} but: for the election of the 


S. 104(5.8)(a)(@(B) 


‘trust under subsection (5.3), be determined in re- 
spect of the trust under paragraph (4)(a. 1) or (b), 
as the case may be; 


(b) 2 individuals shall be deemed to be related to 
each other where one of them is the aunt, great 
aunt, uncle or great uncle of the other individual; 


(c) an individual shall be deemed not to be a des- 
ignated contributor in respect of a trust where it is 
reasonable to consider that one of the main pur- 
poses of a series of transactions or events that 
includes 
(i) an individual becoming a trustee in respect 
of trust property, or 
(ii) an acquisition of property or a borrowing 
by any individual 
was to defer the day determined under paragraph 
(4)(b) in respect of the trust; and 


(d) in determining whether all or substantially all 
of the value of shares of the capital stock of a 
corporation is derived from other property, the 
other property shall be deemed to include prop- 
erty substituted for the other property and prop- 
erty attributable to profits, gains or distributions 
in respect of the other property and the: substi- 
tuted property. 
Related Provisions: 248(5) — Substituted property. 


History: Subsec. 104(5.7) added by 1994, c. 7; Sch. VIII (1993, c. 
24), subsec. 42(3), applicable after February 11,1991. 


(5.8) Trust transfers — Where capital, property 
(other than excluded property), land. included. in in- 
ventory, Canadian resource property or foreign re- 
source property is transferred at a particular time. by 
a trust (in this subsection referred to as the “trans- 
feror trust’) to another trust (in this subsection re- 
ferred to as the “transferee trust’) in circumstances 
in which paragraph (e) of the definition “disposition” 
in section 54 or subsection 107(2) applies, 

(a) for the purposes of applying subsections (4) to 

(5.2) after the particular time, 


(i) subject to paragraph (b), the first day (in 
this subsection referred-to as the “disposition 
day’’) ending at or after the particular time de- 
termined under subsection (4) in respect of the 
transferee trust shall be deemed to be the ear- 
liest of 


(A) the first day ending at or after the par- 
ticular time that would be determined 
under subsection (4) in respect of the 
transferor trust without regard to the trans- 
fer and any transaction or event occurring 
after the particular time, 


(B) the first day ending at or after the par- 
ticular time that would otherwise be deter- 
mined under subsection (4) in respect of 
the transferee trust without regard to any 
transaction or event occurring after the 
particular time, 
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(C) where the transferor trust is a trust that 
is described in paragraph (4)(a) or the defi- 
nition “pre-1972 spousal trust” in subsec- 
tion 108(1).and the spouse referred to in 
that paragraph or definition is alive at the 
particular time, the first day ending at or 
after the particular time, and 


(D) where 


(1) the disposition day would, but for 
the application of this subsection to the 
transfer, be determined under para- 
graph (5.3)(a) in respect of the trans- 
feree trust, and 


(II) the particular time is after the day 
that would, but for subsection (5.3), be 
determined under paragraph (4)(b) in 
respect of the transferee trust, 


the first day ending at or after the particu- 
lar time, and 


(ii) where the disposition day determined in 
respect of the transferee trust under subpara- 
graph (i) is earlier than the day referred to in 
clause (i1)(B) in respect of the transferee trust, 
subsections (4) to (5.2) do not apply to the 
transferee trust on the day referred to in clause 
(1)(B) in respect of the transferee trust; 


(b) where the transferor trust is a trust (in. this 
paragraph referred to as an “eligible trust’) that is 
described in paragraph (4)(a) or the definition 
“pre-1972 spousal trust” in subsection 108(1) and 
the spouse referred to in that paragraph or defini- 
tion is alive at the particular time, paragraph (a) 
does not apply in respect of the transfer where the 
transferee trust is an eligible trust; and 


(c) for the purposes of subsection (5.3), unless a 
day ending before the particular time has been 
determined under paragraph (4)(a.1) or (b) or 
would, but for subsection (5.3), have been so de- 
termined, a day determined under subparagraph 
(a)(i) shall be deemed to be a day determined 
under paragraph (4)(a.1) or (b), as the case may 
be, in respect of the transferee trust. 
History: Subsec. 104(5.8) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(3); applicable to property transferred after February 
11, 1991 except that para. 104(5.8)(b) as it applies to property trans- 
ferred before December 21, 1991 shall be read as follows: 


(b) where the transferor trust or the transferee trust is a trust 
that is described in paragraph (4)(a) or the definition “pre- 
1972 spousal trust” in subsection 108(1) and the spouse re- 
ferred to therein is alive at the particular time, paragraph (a) 
does not apply in respect of the transfer; and 


(6) Deduction in computing income of 
trust — For the purposes of this Part, there may be 
deducted in computing the income of a trust for a 
taxation year 


(a) in the case of an employee trust, the amount 
by which the amount that would, but for this sub- 
section, be its income for the year exceeds the 
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amount, if any, by which | 


(i) the total of all amounts each of which is its 
income for the year from a business 


exceeds 


_ (ii) the total of all amounts each of which is its 
loss for the year from a business; 


(a.1) in the case of a trust governed by an em- 
ployee benefit plan, such part of the amount that 
would, but for this subsection, be its income for 
the year as was paid in the year to a beneficiary; 
and | 


(b) in any other case, such amount as the trust 
claims not exceeding the amount, if any, by 
which 
(i) such part of the amount that, but for 
(A) this subsection, 
(B) subsections (5.1), (12), and 107(4), 


(C) the application of subsections (4), (5) 
and (5.2) in respect of a day determined 
under paragraph. .(4)(a), and - 

(D) subsection 12(10.2), except to the ex- 
tent that that subsection applies to amounts 
paid to a trust described in paragraph 
70(6.1)(b) and before the death of the 
spouse referred to in that paragraph, 


would be its income for the year as became 
payable in the year to a beneficiary or was in- 
cluded under subsection 105(2) in computing 
the income of a beneficiary 


exceeds. . 
(ii) where the trust 
(A) is described in paragraph (4)(a) and 
was created after December 20, 1991, or 
(B) would be described in paragraph (4)(a) 
if the reference therein to “at the time it 
was created” were read as “on December 
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20, 1991" 


and the spouse referred to‘in paeactagh (4)(a) 
in respect of the trust is alive throughout the 
-year, such part of the amount that, but aor 


(C) this subsection, 
“(D) subsections (12) and 107(4), and 


(E) ‘subsection 12(10.2), except to the ex- 

tent that that subsection applies..to; an 

amount paid. to a trust described in para- 

graph 70(6.1)(b) and before the death of 

the spouse referred to in that paragraph, 
would be its income for the year as became 
payable in the year to a beneficiary (other than 
the spouse) or was included under subsection 
105(2) in computing the income of a benefici- 
ary (other than the spouse): and’ 


(iii) where the trust is described in paragraph 


(4)(a) and the spouse: referred:to in paragraph 
(4)(a) in respect.of the trust died.on a day.in: 


the year, the part of the amount that, but for: 
(A) this subsection, and , 
(B) subsections (12) and 107(4) 


would be the part of its income for the year 
that became payable in the year to a benefici- 
ary (other than the spouse) and as is attributa- 
ble to one or more dispositions by the trust 
before the end of that day of capital properties 
(other than excluded properties), land de- 
scribed in an inventory of the trust, Canadian 
resource , properties. or. foreign. resource 
properties. 
Related Provisions: 4(3)(b) — Whether deductions under 104(6) 
are applicable to a particular source; 104(5.3) — Election by trust to 
postpone deemed disposition; 104(7) — Non-resident beneficiary; 
104(7.1) — Deduction denied — capital interest greater than in- 
come interest; 104(10) — Property owned. for non-resident; 
104(13) —- Income inclusion to beneficiary; 
Designation of income distributed to beneficiary; 104(18) — Trust 
for minor; 104(24) — Whether: amount: payable; 104(29) — 
Amounts deemed to be payable to beneficiaries; 107.1 — Distribu- 
tion by employee trust or benefit plan; 108(5) — Restriction on de- 
duction: for beneficiary; 138.1(1) — Rules re segregated funds; 
149.1(12)— Rules'— charities; 210.2 — Tax on income of trust. 


History: Subpara. 104(6)(b)(iii) added by 1996, c. 21, subsec. 
18(6),applicable to trust taxation years that end after July 19, 1995. 
Para. 104(6)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 42(4), applicable to 1991 et seq., except that for taxation years 
of trusts ending after 1990 and before December Zi; ed the para. 
shall be read as follows: 


(b) in any other case, such amount. as the trust claims not ex- 
ceeding such part of the amount that; but for 


(i) this subsection, 

(ii) subsections (5.1) and (12), 

(iii) subsections (4), (5) and (5.2) and 107(4), where the 
trust is a trust described in paragraph (4)(a), and 


(iv) subsection 12(10.2), except to the extent that that 
subsection applies to'amounts paid to a trust described in 
paragraph 70(6.1)(b) and before the death of the spouse 
referred to in that paragraph, 
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would ‘be its‘income for the year as became payable.in the’ 
year to a beneficiary or was included under subsection 105(2) 
in computing the income of a beneficiary. 


Para. 104(6)(b) formerly read: 


- (b) in any other case, such amount as the trust may’ Hath not 

“exceeding such part»of the amount that, but for this subsec- 

tion, subsection (12) and, where the trust is a trust described 
in paragraph (4)(a), subsections (4), (5), (5.2) and 107(4), 
would be its income for the year as became payable in the 
year to a beneficiary or was included in computing the in- 

' come of a Bepeieray, for ag year by reason of subsection 
105(2)." 


Pre-RSC History: Para. 104(6)(b) substituted by 1988, c. 55, 
subsec. 71(2), applicable to taxation hii of trusts vegas af- 
ter 1987. Para: 104(6)(b) formerly read: 


(b) in any other case, such part of the amount that would, but 
for this subsection; subsection (12) and, where the trust is a 
trust described in paragraph (4)(a), subsections (4), (5) and 
107(4), be its income for the year as was payable in the year 
to a beneficiary or was included in computing the income of a 
beneficiary for the year by virtue of subsection 105(2). 


_ Para. 104(6)(b) amended by 1986, c. 6, subsec. 51(2), applicable to 


1986 et seq., to substitute “subsections (4), (5) and 107(4)” for 
“subsections (4), (5), (5.1) and“107(4)”. 


Para. 104(6)(b) substituted by 1984, c. 1, subsec. 45(3), to add 
“(5.1)”, applicable after September 30; +1983. 


Paras. 104(6)(a.1) added, (b) substituted by 1980-81-82 83, c. 140, 
subsec; 60(2), para. (a1) applicable to 1981 etiseq., para. 104(6)(b) 
applicable by 1984, c. 45, s. 101 (deemed in force March 30, 1983), 
with respect to dispositions occurring after November, 12, 1981 


- other than dispositions by a trust created before November 13, 1981 
_ to a person referred to in any of subparagraphs 110(1)(a)G) to (vii) 


or to Her Majesty in right of Canada or a province. Para. 104(6)(b) 
formerly read:: 


(b) in any other case, such part of the amount that would, but’ 
for this subsection and subsection (12), be its income for the 
year as was payable in the year to a beneficiary .or was. in- 
cluded in computing the income of a beneficiary for the year 
by virtue of subsection 105(2). 


Subsec. 104(6) substituted by. 1980-81-82-83, c..48, subsec: 54(1), 
applicable to 1980 et seg. Subsec. 104(6) formerly. read: 


(6) For the purposes of this Part, there may be deducted in 
computing the income of a’trust for a taxation year such part 
of the amount that would, but for this subsection and subsec- 
tion (12), be its income for the year as was payable in the 
year to a beneficiary or was included in computing the in- 
come of a beneficiary for the year by virtue of subsection 
105(2). 


Subsec. 104(6) substituted by 1973-74, c. 14, subsec. 31(2), applica- 
ble to 1972 et seq. 


Selected. Cases [subsec. 104(6)]:. Langer Family Trust v, 
MNR, [1992] 1 C.T.C..2119 (TCC); appealed to FCTD (April 16, 
1992), File T-907-92 (No deduction where income not “paid in the 
year to. the person’); Brown y.. The Queen, [1979]. C.T.C. 476 
(FCTD) (Taxpayer required to include income received even though 
estate not claiming deduction). 


Interpretation Bulletins: IT-85R2: Health and welfare trusts for 
employees; IT-286R2: Trusts — amount payable; IT-342R: 
Trusts — income payable to beneficiaries; IT-381R3: Trusts — cap- 
ital gains and losses and the flow-through of taxable capital gains to 
beneficiaries; IT-465R — Non-resident beneficiaries of trusts; IT- 
493: Agency cooperative corporations; IT-500R: RRSPs — death of 
annuitant; IT-502: Employee benefit plans and employee trusts. 


Advance Tax Rulings: ATR-65: Reduction to. management fees 
for large investments in a mutual fund. 
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(7) Non-resident beneficiary — No deduction 
may be made under subsection (6) in computing the 
income for a taxation year of a trust in respect of 
such part of an amount that would otherwise be its 
income for the year as became payable in the year to 
a beneficiary who was, at any time in the year, a des- 
ignated beneficiary of the trust (as that expression 
applies for the purposes of section 210.3) unless, 
throughout the year, the trust was resident in Canada. 
Related Provisions: 104(24)— Whether amount. payable; 
212(1)(c) — Withholding tax on payment to non-resident 
beneficiary. 


Pre-RSC History: Subsec. 104(7) substituted by 1988, c. 55, 
subsec. 71(3), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(7) formerly read: 


(7) Non-resident beneficiary — No deduction may be made 
under subsection (6) in computing the income for a taxation 
year of a trust in respect of such part of an amount that would 
otherwise be its income for the year as was payable in the 
year to a person who, at the time such part of that amount 
became so payable, was not resident in Canada, unless, at that 
time, the trust was resident in Canada. 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents. 


(7.1) Capital interest greater than income in- 
terest — Where it is reasonable to.consider that one 
of the main purposes for the existence of any term, 
condition, right or other attribute of an interest in a 
trust (other than a personal trust) is to give a benefi- 
Clary a percentage interest in the property of the trust 
that is greater than the beneficiary’s percentage in- 
terest in the income of the trust, no amount may be 
deducted under paragraph (6)(b). in computing the 
income of the trust. 

Related Provisions: 104(7.2)— Anti-avoidance rule. 


Pre-RSC History: Subsec. 104(7.1) amended by 1988, c. 55, 
subsec. 71(3), to substitute “(other than a personal trust)” for “(other 
than a testamentary trust or a trust no beneficial interest in which 
was acquired for consideration payable directly or indirectly to the 
trust or to any person who has made a contribution to the trust by 
way of transfer, assignment or other disposition. of property)”, appli- 
cable to the 1986 and subsequent taxation. years of a trust, other than 
a trust.created before November 27, 1985 in which no beneficial 
interest is issued after 5:00 p.m. Eastern Standard Time on Novem- 
ber 26, 1985 (unless the trust is issued on account of a distribution 
of the income of the trust in accordance with the terms of the trust 
in effect on November 26, 1985). 


Subsec. 104(7.1) added by 1986, c. 55, subsec. 28(1), applicable to 
the 1986 and subsequent taxation years of a trust, other than a trust 
created before November 27, 1985, in which no beneficial interest 
is issued after 5:00 p.m. Eastern Standard Time on November 26, 
1985 (unless the interest is issued on account of a distribution of the 
income of the trust in accordance with the terms of the trust in effect 
on November 26, 1985). 

Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 
Advance Tax Rulings: ATR-65: Reduction to management fees 
for large investments in a mutual fund. 


(7.2) Avoidance of subsec. (7.1) — Notwith- 
standing any other provision of this Act, where 


(a) a taxpayer has acquired a right to or to acquire 
an interest in a trust, or a right to or to acquire a 
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property of a trust, and 


(b) it is reasonable to consider that one of the 
main purposes of the acquisition was to avoid the 
application of subsection (7.1) in respect of the 
trust, 


on a disposition of the nght (other than pursuant to 
the exercise thereof), the interest or the property, 
there shall be included in computing the income of 
the taxpayer for the taxation year in which the dispo- 
sition occurs the amount, if any, by which 


(c) the proceeds of disposition of the right, inter- 
est or property, as the case may be, 


exceed 


(d) the cost amount to the taxpayer of the right, 
interest or property, as the case may be. 


Pre-RSC History: Subsec. 104(7.2) added by 1986, c. 55, subsec. 
28(1). 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(8) repealed by 1988, c. 55, subsec. 
71(4), applicable to 1988 et seg. (See Part XII.2.) Subsec. 104(8) 
formerly read: 


(8) Limitation on deduction — Notwithstanding subsection 
(6), where an amount in respect of the income for a taxation 
year of a trust (other than a mutual fund trust) is payable to a 
beneficiary (in this section referred to.as a “designated bene- 
ficiary”) under the trust who, at the time the amount became 
so payable, was ra 


(a) a non-resident person, 
(b) a non-resident-owned investment corporation, or 
(c) a trust resident in Canada, other than 

(i) a trust referred to in subsection 149(1), or 


(i1) a trust all of the beneficiaries under which, 
throughout the period beginning on May 6, 1974 and 
ending at the time the amount became so payable, 
were resident in Canada, 


the amount deductible under subsection (6) shall not exceed 
the amount, if any, by which 


(d) the aggregate of all amounts each of which is | 


(1) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or under 
regulations made under paragraph 20(1)(a) as is pay- 
able in the taxation year to a beneficiary under the 
trust, or 


(ii) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income 
of a beneficiary under the trust by virtue of subsec- 
tion 105(2) 


exceeds the aggregate of 


(e) where the trust is a trust described in paragraph (4)(a), 
that proportion of the amount, if any, by which 


(i) the amount included in computing the income of 
the trust for the taxation year by virtue of a deemed 
disposition after November 12, 1981 under subsec- 
tion (4), (5) or 107(4) 


exceeds 
(ii) the amount, if any, by which 


(A) the amount that would be the income of the 
trust for the taxation year if no deduction were 
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that 
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made under’ subsection (6), (12) or 20(16) or 
under regulations made under paragraph 20(1)(a) 


exceeds 
(B) the aggregate of all amounts each of which is 


(I) such part of the amount that would be the 
income of the trust for the taxation year if no 
deduction were made under subsection (6), 
(12) or 20(16) or under regulations made 
under paragraph 20(1)(a) as is payable in the 
year to a beneficiary under the trust, 


(ID. an amount in respect. of the accumulat- 
ing income of the trust for the taxation year 
that is included in computing the income of 
a preferred beneficiary under the trust by 
virtue of subsection (14), or 


(II1),an amount paid: by the trust in the taxa- 
tion year to the extent it was included in 
computing the income of a beneficiary under 
the trust by virtue of subsection 105(2), 


(iii) the amount determined. under subclause 


(ii)(B)) 


is of 


(iv) the amount determined under clause (11)(B), and 


(f) that proportion of the amount, if any, by which 


(i) the designated i income of the trust for the taxation 
year (other than any designated income that arose by 
virtue of a deemed disposition after November 12, 
1981 under subsection (4), (5) or 107(4) where the 
trust is a trust described in paragraph (4)(a), or any 
designated income that arose by virtue of a disposi- 
tion before November 13, 1981 where the trust is a 
testamentary trust) 


exceeds 


that 


(ii) the amount, if any, by which 
(A) the amount determined. under subparagraph 
(e)(ii) 

exceeds 


(B) the amount determined under subparagraph 


(e)(i) 


(iii) the aggregate of amounts each of which is such 


part of the amount that would be income of the trust’ 


for the taxation year if no deduction. were made 
under subsection (6), (12). or 20(16) or under regula- 


tions made under paragraph 20(1)(a) as is payable in _ 


the year to a designated beneficiary under the trust 


is of 


paras. and to substitute 


(iv) the amount determined under clause (e)(ii)(B). 


Subparas. 104(8)(e)(i) and (f)G) amended by 1986, c. 6, subsecs. 
51(3), (4);:applicable to 1986 et seg., to substitute “subsection (4), 
(5). or 107(4)” for “subsection (4), (5) or (5.1) or 107(4). in both 
“trust described in paragraph (4)(a)” for 
“trust described in paragraph (4)(a) of this section” in: para. (f)(i). 
Subsec. 104(8) substituted by 1984, c. 1, subsec. 45(4), applicable 
after November 12, 1981, except that in respect of a testamentary 
trust it is applicable only to taxation years commencing after No- 
vember 12, 


1981. Subsec. 104(8) formerly read: 


(8) Limitation on deduction — Notwithstanding subsection 
(6), where 


(a) an amount is included in computing the income for a 
taxation year of a trust described in paragraph (4)(a) by 
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virtue of a deemed disposition after November 12, 1981 
under subsection (4) or (5) or 107(4) and the trust and a 
preferred beneficiary have made an election under sub- 
section (14) in respect of the year, or 


(b) an amount in respect of the income for a taxation year 
of a trust (other than a mutual fund trust) is payable to a 
beneficiary (in this section referred to as a “designated 
beneficiary”) under the trust who, at the time the amount 
became so payable, was 


(i) a non-resident person, 
(ii):a non-resident-owned investment corporation, or 
(iii) a trust resident in Canada other than 

(A) a trust referred to in subsection 149(1), or 


(B) a.trust all of the beneficiaries under which, 
throughout the period commencing on May 6, 
1974 and ending at the time the amount became 
so payable, were resident in ‘Canada, 


the amount deductible under subsection (6) shall not exceed 
the amount, if any, by which 


© the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or under 
regulations made under paragraph 20(1)(a) as would, 
but for this subsection, be-payable in the taxation 
year to’a beneficiary under the trust, or 


(ii) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income 
of a beneficiary under the trust by virtue of subsec- 
tion 105(2) ; 


exceeds the aggregate of 


(d) where the trust.is a trust described in paragraph (4)(a), 
that proportion of the amount, if any, by which 


(1). the amount included in computing the income of 
the trust for the taxation year by virtue of a deemed 
disposition after November 12, 1981 under subsec- 
tion (4) or (5) or 107(4) 


exceeds 
(11) the amount, if any, by which 


(A) the amount that would be the income of the 
trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or 
under regulations made under paragraph 20(1)(a) 


exceeds 
(B) the aggregate of all amounts each of which is 


(I) such part of the amount.that would be the 
income of the trust for the taxation year if no 
deduction were made under subsection (6), 
(12) or 20(16) or under regulations made 
under paragraph 20(1)(a) as would, but for 
this subsection, be payable in the year to a 
beneficiary under the trust, 


(II) an amount in respect of the accumulat- 
ing income of the trust for the taxation year 
that would, but for this subsection, be in- 
cluded in computing the income of a pre- 
ferred beneficiary under ‘the trust by virtue 
of subsection (14), or 


(11) an amount paid by the trust in the taxa- 
tion year to the extent it was included in 
computing the income of a beneficiary under 
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the trust by virtue of subsection 105(2), 
that 
(iii) the amount determined under subclause 
(ii)(B)(1) 
is of 
(iv) the amount determined under clause (ii)(B), and 
(e) that proportion of the amount, if any, by which 


(i) the designated income of the trust for the taxation 
year (other than any designated income that arose by 
virtue of a deemed disposition after November 12, 
1981 under subsection (4) or (5) or 107(4) where the 
trust is a trust described in paragraph (4)(a) of this 
section, or any designated income that arose by vir- 
tue of a disposition before November 13, 1981, 
where the trust is a testamentary trust) 


exceeds 
(ii) the amount, if any, by which 
(A) the amount determined under subparagraph 
(d)(i1) 
exceeds 


(B) the amount determined under subparagraph 
(d)(a) 
that 


(iii) the aggregate of amounts each of which is such 
part of the amount that would be the income of the 
trust for the taxation year if no deduction were made 
under subsection (6), (12) or 20(16) or under regula- 
tions made under paragraph 20(1)(a) as would, but 
for this subsection, be payable in the year to a desig- 
nated beneficiary under the trust 


is of 
(iv) the amount determined under clause (d)(1i)(B). 


Subsec. 104(8) substituted by 1980-81-82-83, c. 140, subsec. 60(3), 
applicable after November 12, 1981 except where subsec. 60(3) is 
applicable to a testamentary trust it shall only be applicable for taxa- 
tion years commencing after November 12, 1981. Subsec. 104(8) 
formerly read: 


(8) Notwithstanding subsection (6), where an amount in re- 
spect of the income for a taxation year of an inter vivos trust 
(other than a mutual fund trust) is payable to a beneficiary 
under the trust who, at the time the amount became so paya- 
ble, was 


(a) a non-resident person, 
(b) a non-resident-owned investment corporation, or 
(c) a trust resident in Canada other than 

(i) a testamentary trust, or 


(ii) a trust all of the beneficiaries under which, 
throughout the period commencing on May 6, 1974 
and ending at the time the amount became so paya- 
ble, were resident in Canada, 


(in this section referred to as a “designated beneficiary”), the 
amount deductible under subsection (6) shall not exceed the 
amount, if any, by which 


(d) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or under 
regulations made under paragraph 20(1)(a) as would, 
but for this subsection, be payable in the taxation 
year to a beneficiary under the trust, or 


(ii) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income 
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of a beneficiary under the trust by virtue of subsec- 
tion 105(2) 


exceeds 
(e) that proportion of the amount, if any, by which 


(i) the designated income of the trust for the taxation 
year 


exceeds 
(ii) the amount by which 


(A) the amount that would be the income of the 
trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or 
under regulations made under paragraph 20(1)(a) 


exceeds 
(B) the aggregate of amounts each of which is 


(I) such part of the amount that would be the 
income of the trust for the taxation year if no 
deduction were made under subsection (6), 
(12) or 20(16) or under regulations made 
under paragraph 20(1)(a) as would, but for 
this subsection, be payable in the year to a 
beneficiary under the trust, 


(II) an amount in respect of the accumulat- 
ing income of the trust for the taxation year 
that would, but for this subsection, be in- 
cluded in computing the income of a pre- 
ferred beneficiary under the trust by virtue 
of subsection (14), or 


(III) an amount paid by the trust in the taxa- 
tion year to the extent it was included in 
computing the income of a beneficiary under 
the trust by virtue of subsection 105(2), 


that 


(iii) the aggregate of amounts each of which is such 
part of the amount that would be the income of the 
trust for the taxation year if no deduction were made 
under subsection (6), (12) or 20(16) or under regula- 
tions made under paragraph 20(1)(a) as would, but 
for this subsection, be payable in the year to a desig- 
nated beneficiary under the trust 


is of 
(iv) the amount determined under clause (11)(B). 
Subpara. 104(8)(d)(i) substituted by 1977-78, c. 32, s. 24, applicable 


to taxation years commencing after May 25, 1976 and ending after 
March 31, 1977. 


Subpara. 104(8)(d)(i), all that portion of para. 104(8)(e) following 
subpara. (i) and preceding subpara. (iv) substituted by 1977-78, c. 1, 
subsecs. 49(2), (3), applicable to taxation years commencing after 
May 25, 1976 and ending after March 31, 1977, to add references to 
subsec. 20(16). 


Subsec. 104(8) substituted by 1976-77, c. 4, subsec. 40(2), applica- 
ble to 1976 et seg. Subsec. .104(8) formerly read: 


(8) Notwithstanding subsection (6), where an amount in re- 
spect of the income for a taxation year of an inter vivos trust 
(other than a-mutual fund trust) is payable to a beneficiary 
under the trust who, at the time the amount became so paya- 
ble, was 


(a) a non-resident person, 
(b) a non-resident-owned investment corporation, or 
(c) a trust resident in Canada other than 

(i) a testamentary trust, or 


(ii) a trust all of the, beneficiaries under which, 
throughout the period commencing on May 6, 1974 
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and ending at the time the amount became so paya- 
ble, were resident in Canada, 


(in this section referred to asa “designated beneficiary”), the 
amount deductible under subsection (6) shall not exceed the 
amount, if any, by which 


(d) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6) or (12) or under regula- 
tions: made under paragraph 20(1)(a) as would, but 
for this subsection, be payable in the year to a benefi- 
ciary under the trust, 


(ii) an amount in respect of the accumulating income 
of the trust for the year that was included in comput- 
ing the income of a preferred beneficiary under the 
trust by virtue of subsection (14), or 


(iii) an-amount paid by the trust in'the year to the 
extent it was included in computing the income of a 
beneficiary under the trust by virtue of Ste yonn 
105(2) 


éxceeds 
(e) that proportion of the amount, if any, by which 
(i) the designated income of the trust for the year 
exceeds 


(ii), the amount that would be.the,income of the trust. , 
for the taxation year if.no deduction were made 
under subsection (6) or (12),,or under regulations 
made under paragraph 20(1)(a),; minus. the. amount 
determined under paragraph (d), 


‘that 


(iii) the aggregate of amounts each of which is an 
amount in respect of the income of the trust for the 
year that would, but for this subsection, be payable in 
the year to a designated beneficiary 


is of 
__(iv) the amount determined under paragraph (d). 


Subsec. 104(8) substituted by 1974-75-76, c. 26, subsec. 65(1), ap- 
plicable to 1974 et seg. Subsec. 104(8) formerly read: 


(8) No deduction may be made under subsection (6) in com- 
puting the income for a taxation year of an inter vivos trust 
that had income for the year from a business carried on by it 
in Canada, in respect of such part of an amount that would, 
but for subsections (6), and (12), be its income for the year.as 
was payable in the year to a person who, at the time the 
amount became so payable, was 


(a) a non-resident person; 
(b) a non-resident-owned investment corporation; or 
(c) a trust resident in Canada other than 

(i) a testamentary trust, or 


(ii) a trust that throughout the period commencing on 
April 26, 1965 and ending at the time the amount be- 
came so payable, was a beneficiary under the trust by © 
whom the amount became so payable, which latter- 
mentioned trust was throughout such period carrying 
on a business in Canada. 


(9) eee under former ee 
Pre-RSC History: Subsec. 104(9) repealed by 1974-75-76, c. 26, 
subsec. 65(1),, applicable to 1974 et seg. Subsec. 104(9) formerly 
read: 
(9) Idem — No deduction may be made under subsection (6) 
in computing the income for a taxation year of a trust other 
than a mutual fund trust, in respect of any amount that is 


S. 104(12) 


deemed by subsection (21) to be.a taxable capital gain for the - 
year of a non-resident:person or of a non-resident-owned in- 
vestment corporation from the disposition of capital property. 


(10) Where property owned for non-re- 
sidents — Where all the property of a trust is 
owned by the trustee for the benefit of non-resident 
persons: or their unborn issue, in addition to the 


-amount that may be deducted under subsection (6), 


there may be deducted in computing the income of 
the trust for a taxation year for the purposes of this 
Part, such part of the dividends and interest received 
by the trust in a year from a non-resident-owned in- 
vestment corporation as are not deductible under that 
subsection in computing the income of the trust for 
the year. 

Related Provisions: 104(11)— Dividend cabin from non-res- 


ident-owned investment corporation; 212(9) — Exemptions from 
withholding tax. 


(11) Dividend received from non-resident- 
owned investment corporation — Where any 
part of the dividends received in a taxation year by a 
trust described in subsection (10) from: a non-resi- 
dent-owned investment corporation are deductible 
under that subsection in computing the income of the 
trust for the year, for the purposes of Part XIII the 
trust shall be deemed to have paid to a non-resident 
person on the last day of the year.an amount equal to 
that part, as income of the non- resident person from 
the trust. 


Related Provisions: 212(1)(c)—Estate or trust income; 
212(9) — Exemptions from non-resident withholding tax. 


(12) Deduction of amounts included in 
preferred beneficiaries’ incomes — There may 
be deducted in computing the income of a trust for a 
taxation year the lesser of. 


(a) the total of all amounts designated under sub- 
section (14) by the trust in respect of the year, 
and 


(b) the abeuintiheeen income of the trust for the 
year. ! 


Related Provisions: 4(3)(b) — Whether deductions under 
104(12). are applicable to a particular source; 104(6) — Deduction 
in computing trust income; 104(13) — Income payable. to benefici- 
ary; 108(1) — Accumulating income defined; 108(5) — Restriction 
on deduction for beneficiary; 149.1(12) — Rules — charities. 


History: Subsec. 104(12) amended by 1996, c. 21, subsec. 18(7), 
applicable to trust taxation years that begin after 1995. The subsec. 
formerly read: 


(12) Deduction of part of scoumillating income included 
in preferred beneficiary’s income — For the purposes of 
this Part, there may be deducted in computing the income of a 
trust, for a taxation year such part of its accumulating income 
for the year as was required by subsection (14) to be included 
in computing the income of a preferred beneficiary. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries; 
IT-394R: Preferred beneficiary election; IT-465R: Non-resident 


Advance Tax Rulings: ATR-34: Preferred beneficiary’s election. 
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(13) Income of beneficiary — There shall be in- 
cluded in computing the income for a taxation year 
of a beneficiary under a trust such of the ppt 
amounts as are applicable: 


(a) in the case of: a. trust (other than-a trust re- 
ferred to in paragraph (a) of the definition “trust” 
in subsection 108(1)) that: was resident in Canada 
throughout its particular taxation year that ended 
in the year, such part of the amount that, but for 
subsections (6) and (12), would be the trust’s in- 
come for the particular year as became payable in 
the particular year to the beneficiary; 


(b) in the case of a trust governed by an employee 
benefit plan to which the beneficiary has contrib- 
uted as an employer, such part of the amount that, 
but for subsections (6) and (12), would be the in- 
come of the trust for its particular taxation year 
that ended in the year as was paid in the particu- 
lar year to the beneficiary; and ' 


(c) in the case of ‘a trust (other than a trust re- 
ferred to in paragraph (a) or paragraph (a) of the 
definition “trust” in subsection 108(1)), all 
amounts that became payable in the year by the 
trust to the beneficiary in respect of the benefici- 
ary’s interest in the trust, otherwise than 


(i) as proceeds of disposition of the benefici- 
-ary’s interest or part thereof, or 


(ii) an amount paid as a distribution of capital 
by a personal trust. 


Related Provisions: 6(1)(h) — Income from employee trust; 
12(1)(m) — Income inclusion — benefits from trusts; 
53(2)(h)(@.1) — Reduction of adjusted cost base of beneficiary’s in- 
terest; 104(13.1), (13.2) — Designation of distributed. income by 
trust; 104(18) — Trust for minor; 104(19) — Portion of taxable, div- 
idends deemed received by beneficiary; 104(21) — Portion of taxa- 
ble capital gains deemed gain of beneficiary; 104(22)-(22.4) — 
Foreign tax. credit allocation to.beneficiary; 104(24) — Whether 
amount payable; 104(27) — Pension benefits; 104(29) — Amounts 
deemed to be payable; 104(31) — Amounts deemed payable to ben- 
eficiaries; 106(1) — Income interest in trust; 107.1 — Distribution 
by employee trust or benefit plan; 107.3(4)—— No application to 
mining reclamation trusts; 108(5) — Interpretation; 146(8.1) — 
RRSP — deemed receipt of refund of premiums; 210.2 — Tax on 
income of trust; 212(1)(c) — Non-resident withholding tax; 
214(3)(f) — Non-resident withholding tax — deemed payments. 


Pre-RSC History: Subsec. 104(13) substituted by 1988, c. 55, 
subsec. 71(5), applicable with respect to amounts that become paya- 
ble in taxation years of trusts commencing after 1987. Subsec. 
104(13) formerly read: 


(13) Income payable to beneficiary — Such part of the 
amount that would be the income of a trust for a taxation year 
if no deduction were made under subsection (6), (12) or 
20(16) or under regulations made under paragraph 20(1)(a) 


(a) as was paid in the year to a person who has contrib- 
uted to the plan as an employer, shall, in the case of a 
trust governed by an employee benefit plan, be included 
in computing the income of that person; and 


(b) as was payable in thé year to a beneficiary shall, in 
any case other than that of a trust governed by an em- 
ployee benefit plan, be included in computing the income 
of the person to whom it so became payable whether or 
not it was paid to him in that year and shall not be in- 
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cluded. in computing his income for a subsequent year in 
which it was paid. 


Para. 104(13)(b). substituted by 1984, c. 1, subsec. 45(5), to substi- 
tute “in any case other than that of a trust governed by an employee 
benefit plan” for “in any other case”, applicable to 1980 et seq. 


Subsec. 104(13) substituted by 1980-81-82-83, c. 140, subsec. 
60(4), applicable to 1980 et seg. Subsec. 140(13) formerly read: 


(13) Such part of the amount that would be the income of a 
trust (other than a trust. governed by an employee benefit 
plan) for a taxation year if no deduction were made under 
subsection (6), (12) or 20(16) or under regulations made 
under paragraph 20(1)(a) as was payable in the year to a ben- 
eficiary, shall be included in computing the income of the per- 
son to whom it so became payable whether or not it was paid 
to him in that year and shall not be included in computing his 
income for a subsequent year in which it was paid. 


Subsec. 104(13) substituted by 1980-81-82-83, c, 48, subsec. 54(2), 
to add “(other than a trust governed by an employee benefit plan)”, 
applicable to 1980 et seq. 


Subsec. 104(13) substituted by 1977-78, c. 1, subsec. 49(4), applica- 
ble to taxation years commencing after May 25, 1976 and ending 
after March 1977, to add reference to subsec. 20(16). 


Selected Cases [subsec. 104(13)]: Brown v. The Queen, 
[1979] C.T.C. 476 (FCTD) (Taxpayer required to include income 
received even though estate not claiming deduction). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-201R2: Foreign tax 
credit — trust and beneficiaries; IT-243R4: Dividend refund to pri- 
vate corporations; IT-260R: Transfer of property to a minor; IT- 
286R2: Trusts — amount payable; IT-342R: Trusts — income pay- 
able to beneficiaries; IT-381R3: Trusts — capital gains and losses 
and the flow-through of taxable capital gains to beneficiaries; IT- 
385R2: Disposition of an income interest in a trust; IT-465R: Non- 
resident beneficiaries of trusts; IT-500R: RRSPs — death of an an- 
nuitant; IT-502: Employee benefit plans and employee trusts; IT- 
524: Trusts — flow-through of taxable dividends to a beneficiary — 
after 1987. 


(13.1) Amounts deemed not paid — Where a 


trust, in its return of income under this Part for a tax-. 


ation year throughout which it was resident in Can- 
ada and not exempt from tax under Part I by reason 
of subsection 149(1), designates an amount in re- 
spect of a beneficiary under the trust, not exceeding 
the amount determined by the formula 


AY (Ge Bee 
B 


where 


A is the beneficiary’s share of the income of the 
trust for the year computed without teference to 
this Act, 


B sis the total of all amounts each of which is a ben- 
eficiary’s share of the income of the trust for the 
year computed without reference to this Act, 


C is the total of all amounts each of which is an 
‘amount that, but for this subsection or subsection 


(13.2), would be included in computing the in- 


come of a beneficiary under the trust by reason of 
subsection (13) or 105(2) for the year, 


D_ is the amount deducted under subsection (6) in 
computing the income of the trust for the year, 
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and 


E is equal to the amount determined by the trust for 
the year and used. as the. value.of C for the pur- 
poses of the formula in subsection (13.2) or,, if no 
amount. is so determined, nil, 


the amount so designated: shall be deemed, for the: 
purposes of subsections (13) and 105(2), not to have; 


been paid or to have become payable in the year to 
or for the benefit of the Bice Hn or out Samet income 
of the trust. 


Related Provisions: 108(1) — “trust”; 
calculate to less than zero. 


Pre-RSC History: Subsec. 104(13.1) added by 1988, c. 55, sub- 


sec: '7 18); applicable to taxation “years of trusts commencing after 
1987. st 


interpretation Bulletins: IT-342R: Trusts — income payable to 
beneficiaries; IT-381R3: Trusts ‘capital gains ‘and losses and’ the 
flow-through of taxable capital gains to beneficiaries. . . 


257 — Formula cannot 


(13.2) Idem — Where a trust, in its return of income 
under this Part for a taxation year throughout which 
it was resident in Canada and not exempt from tax 
under Part I-by -reason of; subsection,.-149(1), 
designates an amount in respect of a beneficiary 
under the trust, not exceeding the amount deisnmaned 
by the formula t7ae 


me G 


w|> 


diene: 


A is the amount designated by the trust for the year 
in respect of the beneficiary under silences 
(21), 


Bis the total of all amounts each of which has been 
designated for the year in respect of a‘beneficiary 
of the trust under. subsection (21), and . 


C is the amount determined by the trust and used in 
computing all amounts each! of which. is desig- 
nated by the trust for the year under this subsec- 

tion, not exceeding the:amount by which 


(i) the total of all amounts each of which is an 
amount that, but for this subsection or’subsec- 
tion (13.1), would: be included in computing 
the income of a beneficiary under the trust by 


reason of subsection (13) or 105(2): for. the: 


year 
exceeds 


(ii) the amount deducted under subsection (6) 
in computing the income. of the trust for. the 
year, 


the amount so designated’ shall 


(a) for the purposes of subsections (13) and 
105(2) (except in the application of subsection 
(13) for the purposes of subsection (21)), be 
deemed not to have been paid or to have become 
payable in the year to or for the benefit of the 
beneficiaries or out of income. of the trust; and 
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(b) except for the purposes of subsection (21) as 
it. applies for the purposes of. subsections.(21.1) 
-and (21.2), reduce the amount of the taxable capi- 
tal gains of the beneficiary otherwise included in 
computing the beneficiary’s income for the year 
by reason of subsection (21). | 

Pre-RSC History: Subsec. 104(13.2) added by. 1988, c. 55, sub- 


sec. 71(5), apyelicable tc to taxation years of trusts commencing after 
1987. : 


Interpretation Bulletins: IT-342R: Trusts — income payable to 
beneficiaries; IT-381R3: Trusts — capital gains and losses and the 
flow-through of taxable capital gains to. beneficiaries. 


(14) Election by trust and preferred benefici- 
ary — Where a trust and a preferred beneficiary 


under the trust for a particular. taxation year of the 
trust jointly so elect in respect of the particular year 


in prescribed manner, such part of the accumulating 
income of the trust for the particular year as is desig- 
nated in the election, not exceeding the allocable 
amount for the preferred beneficiary in respect of the 
trust for the particular year, shall be included in com- 
puting the income of the preferred beneficiary for the 
beneficiary’s taxation year in which the particular 
year ended and shall not be included in computing 
the income of any beneficiary of the trust for a sub- 
sequent taxation year. 

Related Provisions: 12(1)(m) — Income inclusion — binefis 
from trusts; 104(12) — Deduction for amount included in preferred 
beneficiary’s income; 104(14.01), (14.02) — Late, amended or re- 
voked election made with capital gains exemption election; 
104(15) — Allocable amount; 104(19) — Portion of net taxable 
dividends deemed received by beneficiary; 104(21) — Portion of 
taxable capital gains deemed gain of beneficiary; 108(5) — Inter- 


| pretation; 146(8.1) — RRSP — deemed receipt of refund premi- 


ums; 220(3.2), Reg. 600(b) — Late filing of election or revocation. 


History: Subsec. 104(14) amended by. 1996, c. 21, subsec. 18(8), 
applicable to trust taxation years that begin after 1995. The subsec. 
formerly - read: 


(14) Election. by trust aa nieianed beneficiary — Where 
a trust and a preferred beneficiary thereunder jointly so elect 
in respect of a taxation year in prescribed manner and within 
prescribed time, such part of the accumulating income of the 
trust for the year as is designated in the election, not exceed- 
ing the preferred beneficiary’s share therein, shall be included 
in computing the income of the preferred beneficiary for the 
year, and shall not be included in computing the income of 
any beneficiary of the trust for a subsequent year in which it 
was paid. 


Pre-RSC History: Subsec. 104(14) substituted by 1973-74, c. 14, 
subsec. 31(3), applicable to 1972 et seq. 


Selected Cases [subsec. 104(14)]: Muzich Family Trust v. 
MNR, [1993] 1 C.T.C. 2330 (TCC) (Preferred beneficiary election 
not valid where not filed! in prescribed form nor within prescribed 
time). 


Regulations: 2800(1), (2) (prescribed manner, prescribed time). 


interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries; IT-243R4: Dividend refund to private corpora- 
tions; IT-260R: Transfer of property to a minor; IT-381R3: 
Trusts — capital gains and losses and the flow-through of taxable 
capital gains to beneficiaries; IT-394R: Preferred beneficiary elec- 
tion; IT-500R: RRSPs — death of an annuitant; IT-524: Trusts — 
flow-through of taxable dividends to a beneficiary — after 1987. 


Information Circulars: 92-1: Guidelines for accepting late, 
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amended or revoked elections. 


Advance Tax Rulings: ATR-30: Preferred beneficiary election 
on accumulating income of estate; ATR-34: Preferred beneficiary’s 


clelicad (14.1) NISA election — Where, at the end of the 

a : day on which a taxpayer dies and as a consequence 
of the death, an amount would, but for this subsec- 
tion, be deemed by subsection (5:1) to have been 
paid to a trust out of the trust’s interest in a NISA 
Fund No. 2 and the trust and the legal representative 
of the taxpayer so elect in prescribed manner, such 
portion of the amount as is designated in the election 
shall be deemed to have been paid to the. taxpayer 
out of a NISA Fund No. 2 of the taxpayer immedi- 
ately before the end of the day and, for the purpose 
of paragraph (a) of the description of B in subsection 
12(10.2) in respect of the trust, the amount shall be 
deemed to have been paid out of the trust’s NISA 
Fund No. 2 immediately before the end of the day. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death. 


History: Subsec. 104(14.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(5), applicable to 1991 et seq. 


(15) Allocable amount for preferred benefici- 
ary — For the purpose of subsection (14), the allo- 
cable amount for a preferred beneficiary under a 
trust in respect of the trust for a taxation year is 


(a) where the trust is a trust described in the defi- 
nition “pre-1972 spousal trust” in subsection 
108(1) at the end of the year or a trust described 
in paragraph (4)(a) and the taxpayer’s spouse re- 
ferred to in that definition or paragraph is alive at 
the end of the year, an amount equal to 


(i) if the beneficiary is that spouse, the trust’s 
accumulating income for the year, and 


(11) in any other case, nil; 


(b) where paragraph (a) does not apply and the 
beneficiary’s interest in the trust is not solely 
contingent on the death of another beneficiary 
who has a capital interest in the trust and who 
does not have an income interest in the trust, the 
trust’s accumulating income for the year; and 


(c) in:any other case, nil. 


Related Provisions: 108(1) — Trust defined; 138.1(1)— Rules 
re segregated funds. 


History: Subsec. 104(15) amended by 1996, c. 21, subsec. 18(9), 
applicable to trust taxation years that begin after 1995. The subsec. 
formerly read: 


(15) Preferred beneficiary's share — The share of a partic- 
ular preferred beneficiary under a trust in the accumulating 
income of the trust for a taxation year is, 


(a) where the trust is a trust described in the definition 
“pre-1972 spousal trust” in subsection 108(1) at the end 
of the year or a trust described in paragraph (4)(a) and the 
taxpayer’s spouse referred to in that definition or para- 
graph is alive at the end of the year, an amount equal to 


(i) if the particular preferred beneficiary is the tax- 
payer’s spouse, the trust’s accumulating income for 
the year, and 


(ii) in any other case, nil; 
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(b) in any case not referred to in paragraph (a), where the 
shares. in which the accumulating income of the trust 

' would be payable to the beneficiaries thereunder do not 
depend on the exercise by any person of, or the failure by 
any person to exercise, any discretionary, power, 


(i) if at the end of the year the particular beneficiary 
was a member of a class of beneficiaries under the 
trust each of whom was entitled, as a member of that 
class, to share equally in any income of the trust, the 
portion of the trust’s accumulating income for the 
year that may reasonably be regarded as having been 
earned for the benefit of beneficiaries of that class, 
divided by the number of beneficiaries (other than 
registered charities) of that class in existence at the 
end of the year, and 


(ii) in any other case, the portion of the trust’s ac- 
cumulating income for the year that may reasonably 
be regarded as having been earned for the Hoes of 
the particular preferred beneficiary; 


(c) in any case not referred to in paragraph (a) or (b), 
where each beneficiary under the trust whose share of the 
accumulating income of the trust depends on the exercise 
by any person of, or the failure by any person to exercise, 
any discretionary power, is a preferred beneficiary, or 
would be a preferred beneficiary if the beneficiary were 
resident in Canada, or is a registered charity, the portion 
of the trust’s accumulating income for the year equal to 
the amount determined in prescribed manner to be the 
beneficiary’s discretionary share of the trust’s accumulat- 
ing income for the year; and 


(d) in any case not referred to in paragraph (a), (b) or (c), 
nil. 


That portion of para. 104(15)(a) preceding subpara. (i) amended by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 42(6), applicable to taxa- 
tion years of trusts ending after December 20, 1991. That portion 
formerly read: 


(a) where the trust is.a trust described in paragraph (4)(a).and 
the taxpayer’s spouse referred to in that paragraph is.alive at 
the end of the year, an amount equal to, 


Pre-RSC History: “Registered charity(ies)” substituted for “regis- 
tered Canadian charitable organization(s)” in paras. 104(15)(b), (c) 
by 1976-77, c. 4, s. 87 and Schedule II, applicable to 1977 et seq. 


Para. 104(15)(c) substituted by 1974-75-76, c. 26, subsec. 65(2), ap- 
plicable to 1973 et seq. Para. 104(15)(c) formerly read: 


(c) in any case not referred to in,paragraph (a) or (b), where 
each beneficiary under the trust whose share of the accumu- 
lating income of the trust depends upon the exercise by any 
person of; or the failure by any person to exercise, any discre- 
tionary power, is a preferred beneficiary, or would be a pre- 
ferred beneficiary if he were resident in Canada, or is a regis- 
tered Canadian charitable organization, the portion of the 
trust’s accumulating income for the year that may reasonably 
be regarded as having been earned for the benefit of the par- 
ticular beneficiary, not exceeding the amount determined in 
prescribed manner to be his discretionary share of the trust’s 
accumulating income for the year; and 


Para. 104(15)(c) substituted by 1973-74, c: 14, subsec. 31(4), appli- 
cable to 1972 et seq. 


Regulations: 2800(3),.(4). (prescribed manner for 104(15)(c)). 


Interpretation Bulletins: IT-394R: Preferred . beneficiary 


election. 


Advance Tax Rulings: ATR-30: Preferred beneficiary election 
on accumulating income of estate; ATR-34 Preferred beneficiary’s 
election. 
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(16) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(16) repealed by 1988, c. 55, sub- 
sec. 71(6), applicable to taxation years of trusts commencing after 
1987. Subsec. 104(16) formerly read: 


(16) Capital cost allowance deduction — A beneficiary 
“under a trust may deduct from the amount that would other- 
wise be his income from the trust by virtue of subsection (13) 
“or (14), as the case may be, such part of the amount that 
would otherwise be deductible from the income of the trust 
for the year under subsection 20(16) or under. regulations 
made under paragraph 20(1)(a) as the trust may determine; 
and any amount deductible under this subsection for a taxa- 
tion year shall be deducted from the amount that the trust 
would otherwise be able to deduct under subsection 20(16) or 
under those regulations but shall, for the. purposes of section 
13, be deemed to have been allowed.to the trust under those 
regulations in computing its income for the year. 


Subsec. 104(16) substituted by 1977-78, c. 1; subsec. 49(5), applica- 
ble to taxation years commencing after May 25,1976 and ending 
after March 31, 1977, to add references to subsec. 20(16). 


(17) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(17) repealed by 1988, c. 55, sub- 
sec. 71(6), applicable to taxation years of trusts commencing after 
1987. Subsec. 104(17) formerly read: 


(17) Depletion allowance — Where an amount is payable in 
a taxation year by a trust to a beneficiary under the trust, no 
part of that amount shall be deemed; for the purpose of sub- 
sections (6) and.(13), to be payable out of an amount deducti- 
ble in computing the income of the trust for the year under 
regulations made under subsection .65(1) except such part 
thereof as the trust designates as being so payable. 


(17.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(17.1) repealed by 1988, c. 55, 
subsec, 71(6), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(17.1) formerly read: 


(17.1) Determination, etc., ineffective — No effect shall be 
given to a determination or designation under subsection (16) 
or (17) or 127(7) or (15) by a testamentary trust or a trust no 
beneficial interest in which was acquired for consideration 
payable directly or indirectly to the trust or to any person who 
has made a contribution to the trust by way of transfer, as- 
signment or.other disposition of property in respect of a taxa- 
tion year of the trust if, as a result of such determination or 
designation, the amount that any beneficiary of the trust is 
entitled to deduct in computing his income under regulations 
made under paragraph 20(1)(a) or subsection 65(1).or to add 
in computing his investment. tax credit or employment tax 
credit (within the meaning assigned by subsection 127(16)). 
for any period during which he is beneficially interested in 
the trust is greater than the proportion.of the aggregate of 
amounts available to be so determined or designated by the 
trust in respect of the period that 


(a) the beneficiary’s share of the amount that would be 
the total income of the trust for the period if no deduction... 
were made under subsection.(6), (12) or 20(16) or under 
regulations made under subsection 65(1) or paragraph 
20(1)(a) for any taxation year of the trust ending in or 
- coinciding with the period 
is of 
(b) the amount that would be the total income of the trust 
for the period if no deduction were made under subsec- 
tion (6), (12) or 20(16) or under regulations made under 
subsection 65(1)-or paragraph 20(1)(a) for any taxation 
year of the trust ending in or coinciding with the period. 


All that portion of subsec. 104(17.1) preceding para. (a) substituted 
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by 1986, c. 55, subsec. 28(2), applicable with respect to: determina- 
tions and designations made by a trust in respect of 1987 et seq. 
That portion of subsec. 104(17.1) formerly read: 


(17.1) Determination or designation ineffective — Not- 
withstanding subsections (16) and (17), no effect shall be 
given to a determination by a trust in a taxation year under 
subsection (16) or to a designation by a trust in a taxation 
year under subsection (17) if the determination or designation 
results in a person who is beneficially interested in the trust 
being able to deduct in computing his income for any period 
while he is so beneficially interested a portion of an amount 
that, but for subsection (16) or (17), would be deductible by 
the trust.in such period that is greater than the proportion of 
such amount that 


Subsec. 104(17.1) added by 1980-81-82-83, c. 140, subsec. 60(5), 
applicable to taxation years commencing after November 12, 1981. 


(17.2) [Repealed under former Act] . 


Pre-RSC History: Subsec. 104(17.2) repealed by 1988, c. 55, 
subsec. 71(6), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(17.2) formerly read: 


(17.2) Idem — No effect shall be given to a determination or _ 
designation under subsection (16) or (17) by a trust (other 
than a trust described in subsection (17.1)) in respect of a tax- 
ation year of the trust unless an amount is so determined or 
designated in respect of the year for each beneficiary of the 
trust and the amount in respect of each such beneficiary is 
equal to the proportion of the aggregate of amounts that the 
trust so determines or designates for all beneficiaries in re- 
spect of the year, that 
(a) the beneficiary’s share of the amount that would be 
the income of the trust for the year if no deduction were 
made under subsection (6), (12) or 20(16) or under regu- 
lations made under paragraph 20(1)(a) or subsection 
65(1) for the taxation year 
is of 


(b) the amount that would be the income of the trust for 
the year if no deduction were made under subsection (6), 
(12) or 20(16) or under regulations made under para- 
graph 20(1)(a) or subsection 65(1) for the taxation year. 


Subsec. 104(17.2) added by 1986, c. 55, subsec. 28(3), applicable 
(a) with respect to determinations and designations made in respect 
of 1987 et seq. by a trust created after November 26, 1985; and (b) 
where a trust created before November 27, 1985 issues a beneficial 
interest after 5:00 p.m. Eastern Standard Time on November 26, 
1985 (other than an interest issued on account of a distribution of 
income of the trust in accordance with the terms of the trust in effect 
on November 26, 1985), with respect to determinations and desig- 
nations made in respect of any taxation year that is after the 1986 
taxation year and that is a taxation year in which or after which it 
issued such a beneficial interest. 


(18) Trust for minor — Where any part of the 
amount that; but for subsections (6) and (12), would 
be the income of a trust for a taxation year through- 
out which it was resident in Canada 


(a) has not become payable in the year, 


(b) was held in trust for an individual who did not 
attain 21 years of age before the end of the year, 


(c) the right to which vested at or before the end 
of the year otherwise than because of the exercise 
by any person of, or the failure of any person to 
exercise, any discretionary power, and 


(d) the right to which is not subject to any future 
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condition (other than a condition that the individ- 
ual survive to an age not exceeding 40 years), 


notwithstanding subsection (24), that part of the 
amount is, for the purposes of subsections (6) and 
(13), deemed to have become payable to the individ- 
ual in the year. 

History: Subsec. 104(18) amended by 1996, c. 21, subsec. 18(10), 


applicable to trust taxation years that begin after 1995. The subsec. 
formerly read: 


(18) Trust for minor — Where all or any part of the income 
of a trust for a taxation year has not become payable in the 
year and was held in trust for a minor whose right thereto has 
vested and the only reason that it has not become payable in 
the year was that the beneficiary was a minor, it shall, for the 
purposes of subsections (6) and (13) be deemed to have be- 
come payable to the minor in the year. 


Pre-RSC History: Subsec. 104(18) substituted by 1988, c. 55, 
subsec. 71(7), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(18) formerly read: 


(18) Trust for minor — Where all or any part of the income 
of a trust for a taxation year was not payable in the year and 
was held in trust for a minor whose right thereto had vested 
and the only reason that it was not payable in the year was 
that the beneficiary was a minor, it shall, for the purposes of 

.. subsections (6) and (13), be considered to have been payable 
to the minor in the year. 


Subsec. 104(18) substituted by 1985, c. 45, subsec. 50(4), applica- 
ble to 1985 et seg. Subsec. 104(18) formerly read: 


(18) Trust for infant —- Where the income of a trust for a tax- 
ation year or any part thereof was not payable in the year but 
was held in trust for an infant or minor whose right thereto 
had vested and the only reason that it was not payable in the 
year was that the beneficiary was an infant or minor, it shall, 
for the purpose of subsections (6) and (13), be considered to 
have been payable. 


Interpretation Bulletins: IT-260R: Transfer of property to a mi- 
nor; IT-286R2: Trusts — amount payable; [T-342R: Trusts — in- 
come payable to beneficiaries; IT-381R3: Trusts — capital gains 
and losses and the flow-through of taxable capital gains to 
beneficiaries. 


(19) Taxable dividends — Such portion of a taxa- 
ble dividend received by a trust in a taxation year 
throughout which it was resident in Canada on a 
share of the capital stock of a taxable Canadian cor- 
poration as 


(a) may reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 
the amount that, by reason of subsection (13) or 
(14) or section 105, as the case may be, was in- 
cluded in computing the income for a particular 
taxation year of a beneficiary under the trust, and 


(b) was not designated by the trust in respect of 
any other beneficiary under the trust 


shall, if so designated by the trust in respect of the 
beneficiary in the return of its income for the year 
under this Part, be deemed, for the purposes. of this 
Act, other than Part XIII, not to have been received 
by the trust and to be a taxable dividend on the share 
received by the beneficiary in the particular year 
from the corporation. 
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Related Provisions: 80.03(4)(b)(iii) — Deemed capital gain 
based on deductible dividends following debt forgiveness; 82(1) — 
Taxable dividends received; 107(1)(c), (d) — Loss on disposition of 
capital interest in trust; 112(3.2) — Stop-loss rule; 112(4.3) — Lim- 
itation on loss on disposition of share by trust; 112(5.2)B(b)(iii) — 
Adjustment for dividends received on mark-to-market property. 


Pre-RSC History: Subsec. 104(19) substituted by 1988, c. 55, 
subsec. 71(8), applicable to 1988 et seq., except that in its applica- 
tion to taxation years of trusts commencing before 1988, subsec. 
104(19) shall be read without reference to the words “throughout 
which it was resident in Canada’. Subsec. 104(19) formerly read: 


(19) Portion of taxable dividends deemed to. be 
dividends received by beneficiary — Such portion. of the 
aggregate of taxable dividends received by a trust in a taxa- 
tion year on shares of the capital stock of a taxable Canadian 
corporation as ; 


(a) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection (13) or (14) or section 105, as the 
case may be, was included in computing the income for 
the year of a particular beneficiary under the trust, and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder 


shall, if so designated by the trust in respect of the particular 
beneficiary in the return of its income for the year under this 
Part, be deemed, for the purposes of this Act, other than Part 
XIII, to be a taxable dividend received by the particular bene- » 
_ ficiary in the year from the corporation, and not to be a taxa- 
ble dividend received by the trust from the corporation. 
Subsec. 104(19) substituted by. 1980-81-82-83, c. 140, subsec. 
60(6), applicable with respect to designations made after November 
12, 1981. Subsec. 104(19) formerly read: 
(19) Such portion of 
' (a) the aggregate of taxable dividends received by a trust 
in a taxation year on shares of the capital stock of taxable 
Canadian corporations, : 
as 
(b) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection (13) or (14) or section 105, as the 
case may be, was included in computing the income for 
the year of a particular beneficiary under the trust, and 
(c) was not designated by the trust in respect of any other 
beneficiary thereunder, a Tas 
shall, if so designated by the trust in respect of the atticalat 
beneficiary in the return of its income for the year under this 
Part, be deemed, for the purposes of section 82 and this sub-- 
section, to be a taxable dividend received by the particular 
beneficiary in the year ftom a taxable Canadian corporation, 
and not to be a taxable dividend received by the trust in the 
year from a taxable Canadian corporation. 
Interpretation Bulletins: IT-328R3: Losses on shares on which 
dividends have been received; IT-524: Trusts — flow- tough of 
taxable dividends to a beneficiary — after 1987. 


(20) Designation in respect of non-taxable 
dividends — Such portion of the total of all 
amounts each of which is the amount of a dividend 
(other than a taxable dividend) paid on a share of the 
capital stock of a corporation resident in Canada to a 
trust during a taxation year of the trust throughout 
which the trust was resident of Canada as may rea- 
sonably be considered (having regard to all the cir- 


S. 104(20) 


cumstances including the terms:and conditions of the 
trust arrangement) to be part of an‘amount that be- 
came payable in the year to a particular beneficiary 
under the trust, shall be designated*by the trust in re- 
spect of the particular beneficiary in the return of the 
trust’s income for the year for the purposes of sub- 
clause 53(2)(h)(i. 1)(B)CD, paragraph 107(1)(c) and 
subsections 112(3.2) and (4.3). 


Related Provisions: 83(2) — Capital dividends; 107(1)(c)— 
Stop-loss rule where beneficiary is corporation; 104(24) — Whether 
amount payable; 112(3.2) — Stop-loss rule;"112(4.3) — Limitation 
on loss on disposition of share by trust; 132(3) — Application to a 
mutual fund trust. 


Pre-RSC History: Subsec. 104(20) substituted by 1988, c. 55, 
subsec. 71(9), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(20) formerly read: 


(20) Portion of non-taxable dividends not to be included 
in beneficiary’s income — Where an amount has, in a taxa- 
tion year, become payable by a trust to. a particular benefici- 
ary thereunder, such portion thereof as 


(a),may. reasonably be considered (having regard: to all 
the circumstances including the terms and conditions of 
the trust arrangement) to have derived from an amount 
received by the trust in the year as, on account or in lieu 
of payment of, or in satisfaction of, a dividend on a share 
of the capital stock of a corporation resident in Canada 
other than a taxable dividend, and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder, 


shall, if so designated by the trust in respect of the particular 
beneficiary in its return of income for the year under this Part, 
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not be included in computing the income of the particular 
beneficiary for the year. 


Interpretation Bulletins: IT-328R3: Losses on shares on which 
dividends have been received. 


(21) Taxable capital gains — Such portion of the 
net taxable capital gains of a trust for a taxation year 
throughout which it was resident in Canada as 


(a) may reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 
the amount that, by virtue of subsection (13) or 
(14) or section 105, as the case may be, was in- 
cluded in computing the income for the taxation 
year of 


(i) a particular beneficiary under the trust, if 
the trust is a mutual fund trust, or 


(ii) a particular beneficiary under the trust 
who ts resident in Canada, if the trust is not a 
mutual fund trust, and 


(b) was not designated by the trust in respect of 
any other beneficiary under the trust, 


shall, if so designated by the trust in respect of the 
particular beneficiary in the return of its income for 
the year under this Part, be deemed, for the purposes 
of sections 3 and 111 except as they apply for the 
purposes of section 110.6, to be a taxable capital 
gain for the year of the particular beneficiary from 
the disposition by that beneficiary of capital 
property. . 
Related Provisions: 39.1(2)B(a), 39.1(3) — Reduction in gain to 
reflect capital gains exemption election; 104(13.2) — Designation 
of amount by trust; 104(21.01), (21.02) — Late, amended or re- 
voked designation made with capital gains exemption election; 
104(21.1) — Beneficiary’s taxable capital gain; 104(21.2) — Bene- 
ficiary’s taxable capital gain from trust; 104(21.3) — Determination 
of net taxable capital gains; 110.6(19), (20) — Election to. trigger 
capital gains exemption; 127.52(1)(d)(ii), 127.52(1)(g)(ii) — Ad- 
justed taxable income (for minimum tax); 212(1)(c) — Estate or 
trust income — non-residents. 


Pre-RSC History: That portion of subsec. 104(21) preceding para. 
(a) substituted by 1988, c. 55, subsec. 71(10), applicable to taxation 
years of trusts commencing after 1987. That portion formerly read: 


(21) Portion of taxable capital gains deemed gain of ben- 
eficiary — Such portion of the net taxable capital gains of a 
trust for a taxation year as 


Subsec. 104(21) amended by 1986, c. 6, subsec. 51(5), applicable to 
1985 et seq., to substitute that portion preceding para. (b), to renum- 
ber paras. (b) and (c) as paras. (a) and (b), and in that portion fol- 
lowing para. (b), to add “except as they apply for the purposes of 
section 110.6” and to substitute “disposition by him of capital prop- 
erty” for “disposition of capital property”. That portion preceding 
para. (b) formerly read: 


(21) Such portion of 


(a) the amount, if any, by which the aggregate of the tax- 
able capital gains of-a trust for a taxation year exceeds 
the aggregate of 


(i) its allowable capital losses for the year, and 


(ii) the amount, if any, deducted under paragraph 
111(1)(b) from its income for the year 


as 
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Subpara. 104(21)(a)(ii) substituted by 1984, c. 1, subsec. 45(6), to’ 
substitute “deducted” for “deductible”, applicable to 1983 et seq. 
and with respect to amounts deductible under paragraph 111(1)(b) 
in respect of losses determined for 1983 et seq. 


Para. 104(21)(b) substituted by 1976-77, c. 4, subsec. 40(3), appli- 
cable to 1976 et seq. Para. 104(21)(b) formerly read: 


(b) may reasonably be considered (having regard to all the 
circumstances including the terms and conditions of the trust 
arrangement) to be part of the amount that, by virtue of sub- 
section (13) or (14) or section 105, as the case may be, was 
included in computing the income for the taxation year of a 
particular beneficiary under the trust who is resident in Can- 
ada, and 


Para. 104(21)(b) substituted by 1974-75-76, c. 26, subsec. 65(3), ap- 
plicable to 1974 et seq., to add “who is resident in Canada”. 


Interpretation Bulletins: IT-123R5: Transactions involving eli- 
gible capital property; IT-342R: Trusts — income payable to bene- 
ficiaries; IT-381R3: Trusts — capital gains and losses and the flow- 
through of taxable capital gains to beneficiaries; IT-465R: Non-tesi- 
dent beneficiaries of trusts; IT-493: Agency cooperative 
corporations. 


_ Advance Tax Rulings: ATR-34: Preferred beneficiary’s election. 


Forms: T3, Sched. 3: Calculation of a trust’s eligible taxable capi- 
tal.gains. 
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(21.1) Beneficiary’s taxable capital gain — 
Notwithstanding “subsection (21) or section 38, 
where in a particular taxation year, commencing 
before 1990, of a taxpayer (other than an individual 
who’ is not a testamentary trust) the taxpayer is a 
beneficiary of a trust with a taxation year ending in 
the particular year, the amount (other than that part 
of the amount that can be attributed to an amount 
deemed under subsection 14(1) to be a taxable capi- 
tal gain of the trust) deemed by subsection (21) to be 
a taxable capital gain of the taxpayer for the particu- 
lar year in respect of the trust shall be the amount 
determined by the formula 


AiaXicn 
C 


S.. 104(21.2)(a) 


where. 


A is the amount, if any, by which the amount (other 
than that part of the amount that can be attributed 
to an amount deemed under subsection 14(1) to 
be a taxable capital gain of the trust) deemed by 
subsection (21) to be the taxpayer’s taxable capi- 
tal gain for the particular year in respect of, the 
trust exceeds the amount (other than that part of 

_ the amount that can be attributed to an amount 
deemed under subsection 14(1) to.be a taxable 
capital gain of the trust) designated by the trust 
for the particular year in respect of the taxpayer 
under subsection (13.2); 


Bis the fraction that would be used under section 
38 for the particular year in respect of the tax- 
payer if the taxpayer had’a capital gain for the 
particular year; and 


C. is the fraction that is used under section 38 for the 
year of the trust. 


Pre-RSC History: Subsec. 104(21.1) substituted by 1988, c. 55, 
subsec.,71(11), applicable to taxation years and fiscal periods end- 
ing after 1987. Subsec. 104(21.1) formerly read: 


(21.1) Beneficiary’s taxable capital gain from Canadian 
securities — Such portion of the amount, if any, deemed by 
virtue of subsection (21) to.be a taxable capital gain for a tax- 
ation year of a particular beneficiary under a trust, other than 
a mutual fund trust, from the disposition of capital property as 
is designated in respect of the particular beneficiary by the 
trust in its return of income for that taxation year under this 
Part for the purposes of computing the amount deductible 
under section 110.1 by the particular beneficiary for the year, 
shall, for the purposes of that section, be deemed to be a taxa- 
ble capital gain for the year of the particular beneficiary from 
the disposition of Canadian securities and not to be a taxable 
capital gain of the trust from the disposition of Canadian se- 
curities to the extent that the portion so designated does not 
exceed the amount, if any, by which 


(a) the aggregate of taxable capital gains of the trust for 
the year from the disposition of Canadian securities 


exceeds the aggregate of 


(b) the allowable capital losses of the! trust for the year 
from, the disposition of Canadian. securities, 


(c) that portion of the amount, if any, deducted under par- 
agraph 111(1)(b) from the income of the trust for the year 
that may reasonably be regarded as attributable to the dis- 
position of Canadian securities, and 


(d) the amounts designated under this subsection by the 
‘trust for the year in respect of other beneficiaries of the 
trust, 
and, for the purposes of this subsection, “Canadian securities” 
has the meaning assigned by subsection 110.1(6). 
Subsec. 104(21.1) added by, 1985, c. 45, subsec.. 50(5), applicable to 
1985 ef seq. . 


(21.2) Beneficiaries’ taxable capital gains — 


Where, for the purposes of subsection (21), a per- 


sonal trust designates an amount in respect of a ben- 
eficiary in respect of its net taxable capital gains for 
a taxation year (in this subsection referred. to as the 
“designation year’), 


(a) the trust shall in its return of income under 
this Part for the designation year designate an 
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amount in respect of its eligible taxable capital 
gains, if any, for the designation year in respect 
of the beneficiary equal to the amount determined 
in respect of the beneficiary under each of sub- 
paragraphs (b)(i) and (4i); and 

(b) the beneficiary shall, for the purposes of sec- 
tions 3, 74.3 and 111 as they apply for the pur- 
poses of section 110.6, be deemed to have a taxa- 
ble capital gain for the beneficiary’s taxation year 
in which the designation year ends 


(i) from a disposition of capital property that 
is qualified farm property of the beneficiary 
equal to the amount determined by the 
formula 


AxXBxC 
Deer 
and 
(11) from a disposition of capital property that 
is a qualified small business corporation share 


of the beneficiary equal to the amount deter- 
mined by the formula 


AXBxXxF 
DXxE 
where 
A is the lesser of 
(111) the amount determined by the formula 


G-H 
where 


G is the total of amounts designated under 
subsection (21) for the designation year 
by the trust, and ; 


H is the total of amounts designated under 
subsection (13.2) for the designation 
year by the trust, and 


(iv) the trust’s eligible taxable capital gains 
for the designation year, 


B. is the amount, if any, by which the amount 
designated under subsection (21) for the des- 
ignation year by the trust in respect of the 
beneficiary exceeds the amount designated 
under subsection (13.2) for the year by the 
trust in respect of the beneficiary, 


C is the amount, if any, that would be deter- 
mined under paragraph 3(b) for the designa- 
tion year in respect of the trust’s capital gains 
and capital losses if the only properties re- 
ferred to in that paragraph were qualified farm 
properties of the trust disposed of by it after 
1984, 


D is the total of all amounts each of which is the 
amount determined for B for the designation 
year in respect of a beneficiary under the trust, 


E is the total of the amounts determined for C 
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and F for the designation year in respect of the 
beneficiary, and 


F is the amount, if any, that would be deter- 
mined under paragraph 3(b) for the designa- 
tion year in respect of the trust’s capital gains 
and capital losses if the only properties re- 
ferred to in that paragraph were qualified 
small business corporation shares. of the trust, 
other than qualified farm property, disposed 
of by it after June 17, 1987, 


and for the purposes of section 110.6, those capi- 
tal properties shall be deemed to have been dis- 
posed of by the beneficiary in that taxation year 
of the beneficiary. 


Related Provisions: 39(10) — Reduction of business investment 
loss; 104(21.01), (21.02) — Late, amended or revoked designation 
made with capital gains exemption election; 104(21.3) — Determi- 
nation of net taxable capital gains; 110.6(11)— No capital gains 
exemption allowed in certain cases; 110.6(12) — Spousal trust de- 
duction; 110.6(14)(c) — Related persons, etc.; 110.6(19), (20) — 
Election to trigger capital gains exemption; 257 — Formula cannot 
calculate to less than zero. 


History: Subsec. 104(21.2) amended by 1995, c. 3; s. 28, applica- 
ble to trusts’ taxation years that begin after February 22, 1994; and, . 
in applying subsec. 104(21.2) to a trust’s taxation year that includes 
that day, 


(a) the opening words of subsec. 104(21.2) shall be read as 
follows: 


(21.2) Where, for the purposes of subsection (21), a trust 
(other than a mutual fund trust) designates an amount in 
respect of a beneficiary in respect of its net taxable capi- 
tal gains for a taxation year (in this subsection referred to. 
as the “designation year’), 


(b) the descriptions of A, B and C in para. 104(21.2)(b) shall be 
read as follows: 


A sis the lesser of 


(i) the amount determined by the formula 


Ee] 
where 


H__ is the total of amounts designated under sub-. 
section (21) for the designation year by the 
trust, and 


I is the total of amounts designated under sub- 
section (13.2) for the designation year by the 
trust, and 


(ii) the trust’s eligible taxable capital gains for 
the designation year, 


Bis the amount, if any, by which the amount desig- 
nated under subsection (21) for the designation year 
by the trust in respect of the beneficiary exceeds the 
amount designated under subsection (13.2) for the 
year by the trust in respect of the beneficiary, 


C is the total of all amounts each of which is the 
amount determined for B for the designation year in 
respect of a beneficiary under the trust, 


and 


(c) the closing words of subsec. 104(21.2) shall be read as 
follows: 


and for the purposes of section 110.6, each such taxable 
capital gain of a beneficiary shall be deemed to be a taxa- 
ble capital gain of the beneficiary for the beneficiary’s 
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taxation year in which the designation year ends from the 
disposition of a property that occurred on February 22, 
1994. 


Subsec. 104(21.2) formerly read: 


(21.2) Beneficiary’s taxable capital gain from trust — 
Where a trust has, for the purposes of subsection (21), desig- 
nated an amount (in this subsection referred to as the “desig- 
nated amount”) in respect of a: beneficiary of the trust in re- 
spect of its net taxable capital gains for a taxation year (in this 
subsection referred to as the “designation year”) and:by virtue 
thereof the designated amount is deemed, for the purposes de- 
’ scribed in that subsection, to be a taxable capital gain for the 
year of the beneficiary from the disposition by the re 
of capital property, 


(a) the trust shall in its return of income for the designa- 
tion year designate an amount in respect, of its eligible 
taxable capital gains for the designation year in respect of 
the beneficiary equal to the amount determined in respect 
of the beneficiary under each of subparagraphs hh (ii) 
and (iii), and 


(b) the beneficiary shall, for the purposes of sections 3, 
74.3 and 111 as they apply for the purposes of section 
110.6, be deemed to have a taxable capital gain for the 
year 
(i) from the disposition of capital property that is 
qualified farm property of the beneficiary equal to 
the amount determined by the formula 


B D 
(ax 3) Sea 
C G 


(ii) from the disposition of capital property that is a 
qualified small business corporation share of the ben- 
eficiary equal to the amount determined by the 


formula 
B E 
(A x z) it 
G G 


(iii) from the disposition of capital property, other 
than properties referred to in subparagraphs (i) or 
(ii), equal to the amount determined by the formula 


( a) F 
ASS SiGe 
Cc G 


A is the eligible taxable capital gains of the trust for the 
designation year, 


and 


where 


Bis the amount, if any, by which the designated 
amount exceeds the amount designated in respect of 
the beneficiary for the designation year under sub- 
section (13.2), 


Cis the greater of 


(i) the total of all amounts each of which is the 
amount used for B under this paragraph in re- 
spect of a beneficiary of the trust for the designa- 
tion year, and 


(ii) the amount, if any, by which the net taxable 
capital gains of the trust for the designation year 
exceed the amount, if any, by which 
(A) the investment expense (within the 
meaning assigned by subsection 110.6(1)) of 
the trust for the designation year 


exceeds. 


(B) the investment income fount the mean- 


S. 104(21.2) 


ing assigned by subsection 110.6(1)) of the 
trust for the designation year, 


D_ is the amount, if any, that would be determined. in 
respect of the trust for the designation year under 
paragraph 3(b) in respect of capital gains and capital 
losses if the only properties referred to in that para- 
graph were qualified farm properties of the trust dis- 
posed of by it after 1984, . 


Eis the amount, if any, that would be determined in 
respect of the trust for the designation year under 
paragraph 3(b) in respect of capital gains and capital 
losses if the only properties referred to in that para- 
graph were qualified small business corporation 
shares of the trust, other than qualified farm prop- 
erty, disposed of by it after June 17, 1987, 


F . is the lesser of 


(i) the amount, if any, that would be determined 
under paragraph 3(b) in respect of capital gains 
and capital losses in respect of the trust for the 
designation year if 


(A) the only properties referred to in that 
‘paragraph were properties disposed of by it 
after 1984, other than qualified farm proper- 
ties and other than qualified small business 
corporation shares disposed of by it after 
June 17, 1987; and 


(B) the trust’s capital gains and capital 
losses for the year from dispositions of non- 
qualifying real property of the trust were 
equal to its eligible real property gains and 
eligible real property losses, respectively, 
for the year from those dispositions, and 


(ii) the amount that would be determined under 
subparagraph (i) if that subparagraph were read 
without reference to clause (1)(B), and 


G is the total of the amounts used for D, E and F under 
this paragraph in respect of the beneficiary for the 
year, 


and for the purposes of section 110.6, those capital properties 
shall be deemed to have been disposed of by the eae 
in the year. 


The description of F in para. 104(21.2)(b) amended by 1994, c..7, 
Sch! VIL (1993, c. 24), subsec. 42(7), applicable to 1992 ef seq. 
That description formerly read: 


F is the amount, if any, that would be determined in respect 
of the trust forthe designation, year under. paragraph 3(b) 
in respect of capital gains and capital losses if the only 
properties referred to in that paragraph were properties 
disposed of by it after 1984, other than qualified farm 
properties and other than qualified small business corpo- 
ration shares disposed. of by it after June 17, 1987, and 


The description of C in para. 104(21.2)(b) substituted by 1994, c. 7, 
Sch. II (1991, c. 49), s. 75, applicable to 1988 et seg. The descrip- 
tion of C formerly read: 


‘© ‘is the net taxable capital gains of the trust for the designa- 
tion year, 


Pre-RSC History: Paras. 104(21. (ay and (b) substituted and that 
portion following (b) added by 1988, c. 55, subsec. 71(12), applica- 
ble to 1988 et seg. and, in applying para. 104(21.2)(b) for taxation 
years ending after 1984 and before 1988, it shall be read.as follows: 


(b) the beneficiary shall, for the purposes’ of sections 3, 74.3 
and.111 as they apply for the purposes. of section 110.6, be 
deemed to have a taxable capital gain for the year from the 
disposition by. him in the year of capital property equal to the 
amount determined by the formula 
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B 
Vy ae 
{2 
where 


A. is the eligible taxable capital gains of the trust for the 
designation year, 


B is the designated amount, and 


C is the net taxable capital gains of the trust for the designa- 
tion year, 

and for the purposes of section 110.6, those capital properties 

shall be deemed to have been disposed of by the beneficiary 

in the year. 


Paras. 104(21.2)(a) and (b) formerly read: 


(a) the trust shall in its return of income for the designation 
year designate an amount in respect of its eligible taxable 
capital gains for the designation year in respect of the benefi- 
ciary equal to the amount determined. in respect of the benefi- 
ciary under paragraph (b); and 


(b) the beneficiary shall, for the purposes of sections 3, 74.3 
and 111 as they apply for the purposes of section 110.6, be 
deemed to have a taxable capital gain for the year from the 
disposition by him in the year of capital property equal to the 
amount determined by the formula 


B 
JEN eo 
© 


where 
A is the eligible taxable capital gains of the trust for the 
designation year, 
B_ is the designated amount, and 
Cis the net taxable capital gains of the trust for the designa- 
tion year. 
Subsec. 104(21.2) added by 1986, c. 6, subsec. 51(6), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-123R5: Transactions involving eli- 
gible capital property; IT-381R3: Trusts — capital gains and losses 
and the flow-through of taxable capital gains to beneficiaries. 


Advance Tax Rulings: ATR-34: Preferred beneficiary’s election. 


Forms: T3 Sched. 3: Calculation of a trust’s eligible taxable capital 
gains; T3 Sched. 4: Calculation of cumulative net investment loss; 
T3 Sched. 6: Calculation of total taxable capital gains attributable to 


qualified farm property or qualified small business corporation | 


shares. 


(21.3) Net taxable capital gains of trust deter- 
mined — For the purposes of this section, the net 
taxable capital gains of a trust for a taxation year is 
the amount, if any, by which the total of the taxable 
capital gains of the trust for the year exceeds the to- 
tal of 


(a) its allowable capital losses for the year, and 


(b) the amount, if any, deducted under paragraph 
111(1)(b) in computing its taxable income for the 
year. 
Pre-RSC History: Subsec. 104(21.3) added by 1986, c. 6, subsec. 
51(6), applicable to 1985 et seq. 
Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


Forms: T3, Sched. 3: Calculation of a trust’s eligible taxable capi- 
tal gains. 


(22) Designation of foreign source income by 


836 


Income Tax Act, Part I, Div. B 


trust — For the purposes of this subsection, subsec- 
tion (22.1) and section 126, such portion of a trust’s 
income for a taxation year (in this subsection re- 
ferred to as “that year’) throughout which it is resi- 
dent in Canada from a source in a country other than 
Canada as 


(a) can reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 

_the income that, because of subsection (13) or 
(14), was included in computing the income for a 
particular taxation year of a particular beneficiary 
under the trust, and 


(b) is not designated by the trust in respect of any 
other beneficiary thereunder _ 


shall, if so designated by the trust in respect of the 
particular beneficiary in its return of income under 
this Part for that year, be deemed to be the particular 
beneficiary’s income for the particular year from that 
source. 


Related Provisions: 4(3) — Whether deductions are applicable 
to a particular source; 104(22.2), (22.3) — Recalculation of trust’s 
foreign-source income and foreign tax. 


History: Subsec. 104(22) substituted by 1994, c. 21, subsec. 46(2), 
applicable to taxation years ending after November 12, 1981 except 
that, with respect to taxation years of trusts that began before 1988, 
the opening words of subsec. 104(22) shall be read as follows: 


(22) For the purposes of this subsection, subsection (22.1) 
and section 126, such portion of a trust’s income for a taxa- 
tion year (in this subsection referred to as “that year”) from a 
source in a country other than Canada as 


Subsec. 104(22) formerly read: 


(22) Deduction for foreign taxes — For the purposes of this 
subsection and section 126, the following rules apply: 


(a) such portion of the income of a trust for a taxation 
year throughout which it was resident in Canada (before 
making any deduction under subsection (6) or (12)) from 
sources in a foreign country as 


(1) may reasonably be considered (having regard to 
all the circumstances including the terms and condi- 
tions of the trust arrangement) to be part of the in- 
come that, by virtue of subsection (13) or (14), as the 
case may be, was included in computing the income 
for a taxation year of a particular beneficiary under 
the trust, and 


(ii) was not designated by the trust in respect of any 
other beneficiary thereunder, 


shall, if so designated by the trust in respect of the partic- 
ular beneficiary in its return of income for the year under 
this Part, be deemed to be income of the particular bene- 
ficiary for the taxation year from sources in that country; 


(b) a beneficiary under a trust shall be deemed to have 
paid as income tax for a taxation year, on the income that 
the beneficiary is deemed by paragraph (a) to have for 
the year from sources in a foreign country, to the govern- 
ment of that country an amount equal to that proportion 
of the income or profits tax paid by. the trust for the year 
to the government of that country or to the government of 
a state, province or other political subdivision of that 
country (except such portion of that tax as was deductible 
under subsection 20(11) or deducted under subsection 
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20(12) in computing its income for the year) that 


(i) such portion of the.amount included in computing 
the beneficiary’s income for the..year. by virtue of ~ 
subsection (3) or (14), as the case may be, as is, , 
deemed by paragraph (a) to be income for the. year 
- from sources in that country, 


is of 
(ii) the income of the trust for the-year from sources 


in that country (before making any deduction under 
subsection (6) or (12)); 


(c) the income of a trust from sources in a foreign coun- 
“try fora taxation year shall be deemed to be its: actual 
income from those sources for the year minus the total of 
the amounts deeméd by paragraph (a) to be the income 
therefrom for the year of all beneficiaries under the trust; 
and Lif j 


(d) a trust shall be deemed to have paid as income tax to 
the government of a foreign country for a taxation year 
an amount equal to the income or profits tax actually paid 
by it for the year to the government ofthat country, or to 
the government of a state, province or,other political sub- 
division. of that.country (except such portion of that tax 
as was deductible under subsection 20(11) or-deducted 
under subsection 20(12).in computing its income for the ., 
year), minus the, total of amounts deemed by paragraph 
~ (b) to have been paid to the government of that country, 
for the year by all beneficiaries under the trust. 


Pre-RSC History: That portion of para. 104(22)(a) preceding sub- 

para. (i) amended by 1988, c.55, subsec. 71(13), to substitute “for a 
taxation year throughout which it was resident in Canada” for “for a 
taxation year”, applicable to taxation years of trusts pemancneahe 
after 1987. 


All that portion of subsec. 104(22) preceding para. (a) substituted 
by 1980-81-82-83, ¢:.140; subsec. 60(7), to substitute “For the pur- 
poses of of this subsection and section 126” for “For the purpose of 
section 126”, applicable to’ taxation years ending after: November 
12, 1981. Paras. 104(22)(b): and (d) substituted by 1980-81-82-83, c. 
140, subsecs. 60(8) and 60(9), to add the words “or‘deducted under 
subsection 20(12)”, “applicable to taxation years te after No- 
vember 12, 1981. 


All that portion of para.’104(22)(b) preceding subpara. (i) and para. 
104(22)(d) substituted by 1973-74, c. 30, subsecs. 10(1), (2) appli- 
cable to 1973.et seg. That portion of para. 104(22)(b) and para. 
104(22)(d) formerly read: 


(b) a beneficiary under a trust shall be deemed'to have'paid as 
income tax fora taxation year, on. the income: that he. is 
deemed by paragraph (a) to have for the year from sources in 

~ a foreign country, to the government of that country an 
amount equal to that proportion:of the income or profits tax.) 
paid by the:trust'for the, year to the government of that coun-; « 
try or to the government of a state, province or. other political 
subdivision of that country. (except such portion of that tax as 
was deductible under subsection 20(11) or (12) in computing 
its income for the year) that’ 


(d) a trust shall be deemed to have, paid as income tax to the 
government of a foreign country for a taxation year an 
amount equal to the income or profits tax actually paid by it 
for the year to the government of that country, or to the gov- 
ernment of a state, province or other political subdivision of 
that country (except such portion of that tax as was deductible 
under subsection 20(11) or (12) in computing its income for 
the year), minus the aggregate of the amounts deemed by par- 
agraph (b) to have:been paid to the government of that coun- 
try for the year by all beneficiaries under the trust. . 


interpretation Bulletins: IT-201R2! Foreign tax credit — trust 
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and. beneficiaries; IT-506: Foreign income taxes as a deduction from 
income. 


(22.1) Foreign tax deemed paid by benefici- 
ary — Where ‘a taxpayer is a beneficiary under a 
trust, for the purposes of this subsection and section 


| 126, the taxpayer shall be deemed to have paid as 


business-income tax or non-business-income:tax, as 
the case may be, for a particular taxation year in re- 
spect of a source the amount determined by the 
formula Me 


it SS 
Aux 
Cc 
where 


Avis the amount that, but for, subsection (22323), 
would be the business-income tax or non-busi- 
ness-income tax, as the case-may be, paid by the 
trust in respect of the source for a taxation year 
(in this subsection referred to as “that year”) of 
the trust that ends in the particular year; 


B. is the amount deemed, because of a designation 
under subsection (22) for that year by the trust, to 
be the taxpayer’s income from the source; and 


C_ is the trust’s income for that year. from the source. 


Related Provisions: 4(3)— Whether deductions are applicable 
to a particular source. 


History: Subsec. 104(22.1) added bi 1994, °c. 21, subsec: 46(2), 
applicable to taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries. 


(22.2) Recalculation of trust’s fordian source 
income — For the purpose of section. 126, there 
shall be deducted in computing a trust’s income from 
a source for a taxation year the total of all amounts 
deemed, because of designations under subsection 
(22) by the trust for the year; to be income of benefi- 
ciaries under the trust from that source. 


History: Subsec. 104(22.2) added by 1994, c. 21, subsec. 46(2), 
applicable to taxation years ending after. November 12, 1981. 


Interpretation Bulletins: IT-201R2: roe tax credit — trust 
and beneficiaries. 


(22.3) Recalculation of trust’s foreign tax — 
For the purpose of section 126, there shall be de- 
ducted in computing the business-income tax or non- 
business-income tax paid by a trust for a taxation 
year.in respect.of a source the total of all amounts 
deemed, because of designations under subsection 
(22) by the trust for the year, to be paid by benefi- 
ciaries under the trust as business-income tax or non- 
business-income tax, as the case may be, in respect 
of the source. . 

Related Provisions: 126(7)“non-business-income. tax”(c.1) — 


Amount deducted under 104(22.3) from business-income tax ex- 
cluded from non-business-income tax. 


History: Subsec. 104(22.3) added by 1994, c. 21, subsec. 46(2), 
applicable to taxation years ending after November 12, 1981: 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries. ' 
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(22.4) Definitions — For the purposes of subsec- 
tions (22) to (22.3), the expressions “business-in- 
come tax” and “non-business-income tax” have the 
meanings assigned by subsection 126(7). 


History: Subsec. 104(22.4) added by 1994; c. 21, subsec. 46(2), 
applicable to taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries. 


(23) Testamentary trusts — In the case of a tes- 
tamentary trust, notwithstanding any other provision 
of this Act, the following rules apply: 


(a) the taxation year of the trust is the period for 
which the accounts of the trust are made up for 
purposes of assessment under this Act, but no 
such period may exceed 12 months and no 
change in the time when such a period ends may 
be made for the purposes of this Act without the 
concurrence of the Minister; 


(b) when a taxation year is referred to by refer- 
ence to a calendar year, the reference is to the 
taxation year or years coinciding with, or ending 
in, that year; . 


(c) the income of a person for a taxation year 
from the trust-shall be deemed to be the person’s 
benefits from or under the trust for the taxation 
year or years of the trust that ended in the year 
determined as provided by this section and sec- 
tion 105; 


(d) where an individual having income from the 
trust died after the end of a taxation year of the 
trust but before the end of the calendar year in 
which the taxation year ended, the individual’s 
income from the trust for the period commencing 
immediately after the end of the taxation year and 
ending at the time of death shall be included in 
computing the individual’s income for the indi- 
vidual’s taxation year in which the individual 
died unless the individual’s legal representative 
has elected otherwise, in which case the legal 
representative shall file a separate. return of..in- 
come for the period under this Part and pay the 
tax for the period under this Part as if 


(i) the individual were another person, 
(ii) the period were a taxation year, 


(ii) that other person’s only income for the 
period were the individual’s income from the 
trust for that period, and 


(iv) subject to sections 114.2 and 118.93, that 
other person were entitled to the deductions to 
which the individual was entitled under sec- 
tions 110, 118 to 118.7 and 118.9 for the pe- 
riod in computing the individual’s taxable in- 
come or tax payable under this Part, as the 
case may be, for the period; and 


(e) in lieu of making the payments required by 
sections 155, 156 and 156.1, the trust shall pay to 
the Receiver General within 90 days after the end 
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of each taxation year, the tax payable under this 
Part by it for the year. 


Related Provisions: 114.2 — Deductions in separate returns; 
118.93 — Credits in separate returns; 120.2(4)(a) — No minimum 
tax carryover on special return under 104(23)(d); 127.1(1)(a) — No 
refundable investment tax credit on special return; 127.55 — Mini- 
mum tax not applicable. 


History: Para. 104(23)(a) amended by 1996, c. 21, subsec. 18(11), 
applicable after 1994. The para. formerly read: 


(a) the taxation year of the trust is the period for which the 
accounts of the trust have been ordinarily made up and ac- 
cepted for purposes of assessment under this Act and, in the 
absence of an established practice, the period adopted by the 
trust for that purpose (but no such period may exceed 12 
months and a change in a usual and accepted period may not 
be made for the purpose of this Act without the concurrence 
of the Minister); 


Para. 104(23)(e) amended by 1994, c. 8, s. 12, applicable to 1994 et 
seq. Para, (e) formerly read: 


(e) in lieu of making the payments required by section 156, 
the trust shall pay to the Receiver General within 90 days 
from the end of each taxation year, the tax for the year as 
estimated under section 151. 


Pre-RSC History: Subpara. 104(23)(d)(iv) substituted by 1988, c. 
55, subsec. 71(14), applicable to 1988 et seq. Subpara. 
104(23)(d)Gv) formerly read: 
(iv) subject to section 114.2, that other person were entitled to 
the deductions to which the individual was entitled under sec- 
tions 109 to 110.2 for the period in computing his taxable in- 
come for the period; and 


Para. 104(23)(d) substituted by 1985, c. 45, subsec. 50(6), applica- 
ble to 1985 et seg. Para. 104(23)(d) formerly read: 
(d) where an individual having income from the trust died af- 
ter the end of a taxation year of the trust but before the end of 
the calendar year in which the taxation year ended, a separate 
return of his income from the trust after the end of the trust’s 
taxation year to the time of death may be filed and, if such a 
separate return is filed, the tax under this Part shall be paid on 
that income as if it were the income of another person; and 
“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 
Para. 104(23)(d) substituted by 1973-74, c. 14, subsec. 31(5), appli- 
cable to 1972 et seq. 
Interpretation Bulletins: IT-179R: Change of fiscal period; IT- 
326R3: Returns of deceased persons as “another person’. 


(24) Amount payable — For the purposes of sub- 
paragraph 53(2)(h)(.1) and subsections (6), (7), (13) 
and (20), an amount shall be deemed not to have be- 
come payable to a beneficiary in a taxation year un- 
less it was paid in the year to the beneficiary or the 
beneficiary was entitled in the year to enforce pay- 
ment of the amount. 

Related Provisions: 94(4) — FAPI does not include “amount 
payable” to beneficiary; 104(18) — Trust for person under age 21. 


Pre-RSC History: Subsec. 104(24) substituted by 1988, c. 55, 
subsec..71(15), applicable to taxation years of trusts commencing 
after 1987. Subsec. 104(24) formerly read: 


(24) “Amount payable” — For the purposes of subsections 
(6), (7), (8), (13), (20), (25) and 212(11.1), an amount shall 
not be considered to be payable in a taxation year unless it 
was paid in the year to the person to whom it was payable or 
he was entitled in that year to enforce payment thereof. 


Subsec. 104(24) substituted by 1974-75-76, c. 26, subsec. 65(4), ap- 
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plicable to 1974 et seq., to add references to subsecs. (25) and. 
212(11.1). 


Selected Cases [subsec. 104(24)]: Langer Family Trust v. 
MNR, [1992] 1 C.T.C. 2119 (TCC); appealed to FCTD (April 16, 
1992), File T-907-92 (No deduction where income not “paid in the 
year to the person”). 


interpretation Bulletins: IT- 286R2: Trusts — amount payable; 
IT-342R: Trusts — income payable to beneficiaries; IT-381R3: 
Trusts — capital gains and losses and the flow-through of taxable 
capital gains to beneficiaries. 


(25) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(25) repealed by 1988, c. 55, sub- 
sec. 71(15), applicable to taxation years of trusts commencing after 
1987. Subsec. 104(25) formerly read: 


(25) Excess amount — Such portion of 


(a) where subsection (8) is applicable with respect to a 
particular trust, the amount, if any, referred to in para- 
graph (e) thereof, or 


(b) where subsection (8) is not applicable with respect to 
a particular trust, the amount,.if any,.by. which the aggre- 
-gate of all amounts each of which is an amount described 
in subsection (13) exceeds the amount deductible pursu- 
ant to subsection (6) 


as 
+ €C), may, reasonably be considered to be part of the 
amount that by virtue of subsection (13) was included in 


- computing the income for a taxation year of a particular 
beneficiary under the particular trust, and 


(d) was not designated by the particular trust'in respect of 
any other beneficiary 


shall, if so designated by the particular trust in respect of the 
particular beneficiary, in the return of its income for the year 
under this Part, be deemed, for the purposes of subsection 
(13), not to have been payable in the year to the particular 
beneficiary. 


Para. 104(25)(a) substituted by 1984, c. 1, subsec. 45(7), to substi- 
tute “(e)” for “(d)’, applicable to taxation years wp after No- 
vember 12, 1981. 


Subsec. 104(25) substituted by, 1980-81-82-83, c. 140, subsec. 
60(10), applicable after November 12, 1981. Subsec. 104(25). for- 
merly read: 


(25) Such portion of the amount, if any, by which 
fe) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of a trust for the taxation year if no deduction were 
made under subsection (6), (12). or 20(16) or under 
regulations made under paragraph 20(1)(a), that is 
payable in the year to a beneficiary under the trust, or 


(ii) an amount paid by the trust in the taxation-year to 
‘the extent it was included in.computing the income 
of a beneficiary under the trust by virtue of subseéc- 
tion 105(2) 


exceeds 


(b) the amount deductible under subsection (6) by the 
trust in computing its income for the taxation year 


as may reasonably be considered to be part of the amount that 
by virtue of subsection (13) was included in computing the 
income for the taxation year of a particular designated benefi- 
ciary under the trust, and as was not designated by the trust in 
respect of any other designated beneficiary thereunder, shall, 
if so designated by the trust in respect of the particular desig- 
nated beneficiary in the return of its income for the year 
under this Part, be deemed, for the purposes. of. subsection 
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(13), not to have been payable.in-the year to the designated 
beneficiary. 


Subpara. 104(25)(a)(i) substituted by 1977-78, c. 1, subsec. 49(6), 


applicable to taxation years commencing after May;25; 1976 and, 


ending, after March 31, 1977, to add reference. to subsec. 20(16). 


Subsec. 104(25) substituted by 1976-77, c. 4, subsec. 40(4), _ 
ble to. 1976 et seq. Subsec. 104(25) formerly read: 


(25) In any case where. 


(a) the amount that would, but for subsection 104(8), be 
“deductible by virtue of subsection 104(6) in computing 
the income © tor a taxation year of a ston 


exceeds 


(b) the amount deductible by vittie of subsection 104(6) 
in computing the trust’s income for that year 


(in this subsection referred to as the ‘ ‘excess amount”), for the 
purpose of subsection (13),:an, amount, equal to that propor- 
tion of the excess amount that | 


(c) the amount payable to a particular designated benefi- 
ciary under a trust in respect of the trust’s income for the 
year that would but for this subsection, be included in 
, computing his income by. virtue of subsection (13) 


is of 
He) thé aggregate of amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6) or (12) or under regula- 
tions made under paragraph 20(1)(a) as would, but 
for this subsection, be payable in the year to a benefi- 
ciary under the trust, 


(ii) an amount in respect of the accumulating income 
of the trust for the. year that was included in comput- 
ing. the income of a preferred beneficiary under the 
trust by virtue of subsection (14), or 


(iii) an amount paid by the trust.in the year to the 
extent it was included in computing the income of a 
beneficiary under the trust by. virtue of subsection 
- 105(2) 
shallibe deemed not to have been Sp Mae an the bn to the 
particular beneficiary. 


Subsec. 104(25) added by 1974-75-76, c. 26, subsec. 65(4), applica- 
ble to 1974 et seq. 


(25.1) [Repealed under former Act] 


Pre-RSC. History: Subsec. 104(25.1) repealed by 1988, c.'55, 
subsec. 71(15), applicable to taxation years of trusts commencing 
after 1987. Subsec. 104(25.1) formerly read: 


(25.1) Idem — Such portion of the amount referred to in par- 
agraph (8)(f) — 
(a) as may reasonably be considered to be part of the | 
amount that by virtue of subsection (13) was included in 
computing the income for a taxation year of a particular: 
designated beneficiary under the trust, and t 


(b) as was not designated by the trust in respect of any 
other designated beneficiary under the trust 


shall, if so designated by the trust in respect of the particular 
designated beneficiary in the return of its income for the year 
under this Part, be deemed, for the purposes of subsection 
(13), not to have been payable in the year to the particular 
designated: beneficiary. 


That portion of subsec. 104(25.1) preceding para. (a) substituted by 
1984, c. 1, subsec. 45(8), to substitute “(f)” for “(e)”, applicable to 
taxation years ending after November 12, 1981.. 


Subsec. 104(25.1) added by 1980-81-82-83, c,.140, subsec. 60(10), 
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applicable after November 12, 1981. 


(26) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(26) repealed by 1988, c. 55, sub- 
sec. 71(16), applicable to 1988 et seg. Subsec. 104(26) formerly 
read: 


(26) Portion of interest deemed interest of beneficiary — 
Such portion of the amount, if any, determined in respect of a 
trust for a taxation year under paragraph 110.1(1)(b) if that 
paragraph were read without reference to subparagraphs (ii) 
to (iii.2) and clause (iv)(B) thereof and if subsection 110.1(1) 
were read without reference to the words “(other than a trust 
that is not a testamentary trust within the meaning assigned 
by paragraph 108(1)(1))” as 


(a) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection (13) or (14) or section 105, as the 
case may be, was included in computing the income for 
the taxation year of a particular beneficiary under the 
trust, and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder 


shall, if so designated by the trust in respect of the particular 
beneficiary in the return of its income for the year under this 
Part, be deemed to be interest for the year of the particular 
beneficiary and not to be interest of the trust. 


Subsec. 104(26) amended by 1985, c. 45, subsec. 50(7), applicable 
to 1985 et seq., to substitute heading “Portion of interest deemed 
interest of beneficiary” for “Portion of interest deemed to be interest 
of beneficiary”, and to substitute “to (iii.2)” for “and (ii1)”. 


All that’ portion of subsec. 104(26) preceding para. (a) substituted 
by 1977-78, c. 1, subsec. 49(7), applicable to 1977 et seg. That por- 
tion formerly read: 


(26) Such portion of the amount, if any, determined in respect 
of a trust for a taxation year under paragraph 110.1(1)(b) if 
that paragraph were read without reference to subparagraph 
(ii) thereof and if subsection 110.1(1) were read without ref- 
erence to the words “(other than a trust that is not a testamen- 
tary trust within the meaning assigned by paragraph 
108(1)@))” as 


Subsec. 104(26) added by 1974-75-76, c. 26, subsec. 65(4), applica- 
ble to 1974 et seq., and, for the 1974 taxation year is to be read 
without reference to the words “(if that paragraph were read without 
reference to subparagraph (ii) thereof)”. 


(27) Pension benefits — Where a testamentary 
trust has, in a taxation year throughout which it was 
resident in Canada, received a superannuation or 
pension benefit or,a benefit out of or under a foreign 
retirement arrangement and has designated, in the re- 
turn of its income for the year under this Part, an 
amount in respect of a beneficiary under the trust 
equal to such portion (in this subsection referred to 
as the “beneficiary’s share”) of the benefit as 


(a) may reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 
the amount that, by reason of subsection (13), 
was included in computing the income for a par- 
ticular taxation year of the beneficiary, and 


(b) was not designated by the trust in respect of 
any other beneficiary under the trust, 
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the following rules apply: 
(c) where 


(i) the benefit is an amount described in sub- 
paragraph (a)(i) of the definition “pension in- 
come” in subsection 118(7), and 


(ii) the beneficiary was a spouse of the settlor 
of the trust, 


the beneficiary’s share of the benefit shall be 
deemed, for the purposes of subsections 118(3) 
and (7), to be a payment described in subpara- 
graph (a)(i) of the definition “pension income” in 
subsection 118(7) that is included in computing 
the beneficiary’s income for the particular year, 


(d) where the benefit 


(i) is a single amount (within the meaning as- 
signed by subsection 147.1(1)), other than an 

- amount that relates to an actuarial surplus, 
paid by a registered pension plan to the trust 
as a consequence of the death of the settlor of 
the trust who was, at the time of death, a 
spouse of the beneficiary, or 


(ii) would be an amount included in the total 
determined under paragraph 60(j) in respect of 
the beneficiary for the taxation year of the 
beneficiary in which the benefit was received 
by the trust if the benefit had been received by 
the beneficiary at the time it was received by 
the trust, 


the beneficiary’s share of the benefit is, for the 
purposes of paragraph 60(j), an eligible amount 
in respect of the beneficiary for the particular 
year, and 


(e) where the benefit is a single amount (within 
the meaning assigned by subsection 147.1(1)) 
paid by a registered pension plan to the trust as a 
consequence of the death of the settlor of the trust 
and the beneficiary was, at the time of the set- 
tlor’s death, under 18 years of age and a child or 
grandchild of the settlor, the beneficiary’s share 
of the benefit (other than any portion thereof that 
relates to an actuarial surplus) shall be deemed, 
for the purposes of paragraph 60(1), to be an 
amount from a registered pension plan included 
in computing the beneficiary’s income for the 
particular year as a payment described in sub- 
clause 60(1)(v)(B.1)dI1). 

Related Provisions: 60(1)(v)(B.1) — Rollover of RRSP/RRIF 

designated benefits to child or grandchild on death; 248(8) — Oc- 


currences as a consequence of death; 252(4) — Extended meaning 
of “spouse”. 


History: Paras. 104(27)(c) and (d) amended by 1994, c. 7, Sch. 
VIIE (1993, c. 24), subsec. 42(8), applicable after 1992. Paras. (c) 
and (d) formerly read: 


(c) where 


(1) the benefit is an amount described, in subparagraph 
(a)(i) of the definition “pension income” in subsection 
118(7), and 


(11) the beneficiary was a spouse (in this subsection hay- 


840 


Subdiv. k — Trusts and Beneficiaries 


ing the meaning assigned by subsection 146(1.1)) of the 
settlor of the trust, 


the beneficiary’ s share of the benefit shall be deemed, for the 
purposes of subsections 118(3) and (7), to be a payment de- 
scribed in subparagraph (a)(i) of the definition “pension in- 
come” in subsection 118(7) that is included:in computing: the 
beneficiary’s. income for the particular year, 


(d) where the benefit 


(i) is a single amount (within the meaning assigned by 
subsection '147.1(1)), other than an amount that relates to 
an actuarial surplus, paid by a registered pension plan to 
the trust as a consequence. of the death of the settlor of 
the trust who was, at the time of the settlor’s death, a 
spouse of the beneficiary, or 


(ii) would be an amount included in the total determined 
under paragraph 60() in respect of the beneficiary for the 
taxation year of the beneficiary in which the benefit was 
received by the trust if the benefit had been received by 
the beneficiary at the time it was received by the trust, 


the beneficiary’s share of the benefit is, for the purposes of 
paragraph 60(j), an eligible amount in respect of the benefici- 
ary for the particular year, and 


That portion of subsec. 104(27) orepedinss para. Oy substituted oy 
1994, c. 7, Sch: 11. (1991, c. 49), subsec. 152); — to. 1990, et 
seq. That portion formerly read: fie 


(27) Pension benefits ee a testamentary trust has re-’ ’ 
ceived a superannuation or pension benefit in a taxation year 
throughout which it was resident in Canada and has desig- 
nated, in the return of its income for the year under this Part, 
an amount in respect of a beneficiary under the trust equal to 
such portion (in this subsection referred to as the “benefici- 
ary’s share’’) of the benefit as 


Pre-RSC History: Subsec. 104(27) substituted by 1990, c. 35;'s. 
9, applicable to 1988 et seg., except that 


_ (a) for the 1988 and 1989 taxation years, the reference to “para- 


graph 60(j)” in subpara. 104(27)(d)(ii) shall read as a a reference 


to “paragraph 60(j) or G.01)”; and 


(b) for the 1988 taxation year, subsec. 104(27) shall be read 
without reference to para. (e) thereof. 


Subsec. 104(27) formerly read: 


(27) Part of income included in beneficiary’s income — 
Such portion of any amount that would otherwise be included 
under subparagraph 56(1)(a)(i) in computing the income of a 
testamentary trust for a taxation year throughout which it was 
resident in Canada 


(a) as may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that by 
virtue of subsection (13) was included in computing the 
income for the taxation year of a particular beneficiary 
under the trust, and 


(b) as was not designated by the trust in respect of any 
other beneficiary under the trust 


shall; if so designated by the trust in respect of the particular 
beneficiary in the returnof its income for the year under this 
Part, be deemed, for the purposes. of subsections 118(3) and 
(7) (where the particular beneficiary was the spouse of the 
individual upon and in consequence of whose death the trust 
arose), this subsection and paragraph 60(j), to be included in 
computing the income for the year of the particular benefici- 
ary by reason of subparagraph 56(1)(a)(i) and not to, be in- 
cluded in computing the income of the trust for the year. 


That portion of subsec. 104(27) preceding para. (a) substituted by 
1988, c. 55, subsec. 71(17), applicable to taxation years: of trusts 


S. 104(27.1) 


commencing after 1987. That portion formerly read: 


(27) Portion of income deemed to be included in income 
of beneficiary — Such portion of any amount that would 
otherwise be included in computing the income of a testa- 
mentary trust for a taxation year by virtue of subparagraph 
~ 56(1)(a)G) © 
That portion of subsec. 104(27) following para. (b) amended by 
1988, c. 55, subsec. 71(18), to substitute.,“subsections 118(3) and 
(7)” for “section 110.2”, “by reason of” for “by virtue of’ and “not 
to be included in” for “not to be so included in”, applicable to 1988 
et seq. 


Subsec. 104(27) added by 1980-81-82-83, c. 140, subsec. 60(11), 
applicable to taxation years ending after November 12, ‘1981. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


Forms: T3 Sched. 7: eunanbiede pension income allocations or 
designations; T2097: Identification of amounts lige baa to an 
RRSP. 


(27.1) DPSP benefits — Where 


(a) a testamentary trust has received in a taxation 
year (in this subsection referred to as the “trust 
year’) throughout which it was resident in Can- 
ada an amount from a deferred profit sharing plan 
as a consequence of the death of the settlor of the 
trust, 


(b) the settlor was an employee of an employer 
who participated 11 in the plan on behalf of the set- 
tlor; and . 


“(c) the amount is Hi part of a series of periodic 
payments, 
such portion of the amount ‘as 


(d) is included under subsection 147(10) i in com- 
puting the income of the trust for the trust year, 


(e) can reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 
the amount that was included under subsection 
(13) in computing the income for a particular tax- 
ation year of a beneficiary under the trust who 
was, at the time of the settlor’s death, a spouse of 
the settlor, and 


(f) is designated by the trust in respect of the ben- 
-eficiary in the trust’s return of income under this 
Part for the trust year 


is, for the purposes of paragraph 60(j), an eligible 
amount in respect of the beneficiary for the particu- 
lar year. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death; 252(4) — Extended meaning of “spouse”. 


History: Para. 104(27.1)(e) amended. by 1994, c. 7,-Sch, VII 
(1993, c. 24), subsec. 42(9), applicable after 1992. Para. (e) for- 
merly read: Regie 


(e) may reasonably be considered (having regard to all the 
circumstances including the terms and conditions of the trust 
arrangement) to be part of the amount that, by reason of sub- 
section (13), was included in computing the income for a par- 
ticular taxation year of a beneficiary under the trust who was, 
at the time of the settlor’s death, a spouse (within the mean- 
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ing assigned by subsection 146(1.1)) of the settlor, and 


Pre-RSC History: Subsec. 104(27.1) added by’ 1990, c. 35, s. 9, 
applicable with respect to amounts received after 1988. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between. regis- 
tered plans. 


(28) [Death benefit] — Such portion of any 
amount received by a testamentary trust in a taxation 
year on or after the death of an employee in recogni- 
tion of the employee’s service in an office or em- 
ployment as may reasonably be considered (having 
regard to all the circumstances including the terms 
and conditions of the trust arrangement) to be paid or 
payable at a particular time to a particular benefici- 
ary under the trust shall be deemed.to be an amount 
received by the particular beneficiary at the particu- 
lar time on or after the death of the employee in rec- 
ognition of the employee’s service in an office. or 
employment and not to have been cee we the 
trust. 


Related Provisions: 56(1)(a)Giii) — Death benefit included in 
income. 


Pre-RSC History: Subsec. 104(28) added by 1980-81-82-83, c. 


140, subsec. 60(11), applicable to taxation years ending ces No- | 


vember 12, 1981. 
Interpretation Bulletins: IT-508R: Death benefits. 


(29) Amounts deemed payable to benefi- 
ciaries — Where a trust, in its return of income 
under this Part for a taxation year throughout which 
it was resident in Canada, designates an amount not 


exceeding the proportion of the amount, if any, by — 


which 


(a) the total of all amounts each of which is an 
amount that would, but for paragraph 18(1)(1.1) 
or (m), be deductible in computing the income of 


the trust for the year or that is required to be in- | 


cluded in computing its income for the year by 
reason of paragraph 12(1)(o) or subsection 69(6) 
or (7) 


exceeds 


(b) the total of all amounts each of which is an 
amount that is deductible (otherwise than because 


of the membership-of the trust in a partnership) | 


under paragraph 20(1)(v.1) in computing the in- 
come of the trust for the year or that would, but 
for section 80.2, be included in computing its in- 
come for the year, 


that 


(c) the total of all amounts each of which is a’part 
of the income of the trust for the year computed 
without reference to the provisions of this Act (in 
this subsection referred to as the “trust-purpose 
income” for the year) that was payable in the year 


to a beneficiary of the trust or was included in — 


computing the income of a beneficiary of the 
trust for the year by virtue of subsection 105(2) 
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is of 
(d) the trust-purpose income of the trust for the 
year, | 


that designated amount shall, for the purposes of this 
section, be deemed to have become: payable by the 
trust to particular beneficiaries of the trust in the year 
in such proportions as are designated: by the trust in 
that return of income, provided that. those propor- 
tions. are reasonable having :regard to.the shares of 
the trust-purpose income of the trust for the year in- 
cluded in computing their incomes for the year. 

History: Para. 104(29)(b) amended by 1994, c. 7, Sch. VIII (1993, 


c. 24), subsec. 42(10), applicable to taxation years ending after De- 
cember 20, 1991. Para. (b) formerly read: 

_(b).the total of all amounts each of which is an amount de- 
ductible in computing the income of the trust for the year 
under paragraph 20(1)(v.1) or that would, but for. section 
80.2, be included in computing its income for the year, 

Pre-RSC History: Subsec. 104(29) amended by 1988, c. 55, sub- 
sec. 71(19), to substitute “a taxation year throughout which it was 
resident in Canada” for “a taxation year” in that portion preceding 
para. (a), “by reason of” for “by virtue of” in para. (a), “income of 
the trust” for “income” in para. (d), and “become’payable” for “been 
payable” in that portion following para. (d), applicable to taxation 
years of trusts commencing after 1987. ... 
Para: 104(29)(b) amended by 1986, c..2,'s. 23, applicable to’ 1986 et 
seq., to substitute “that would, but for section 80.2” for “that would, 
but for section 80.2 or paragraph 81(1)(r) or (s)”. 
Subsec.°104(29) added by- 1984, c. 45, s. 33, applicable to 1982 et 
seq., except that with respect to a designation by a trust’ of an 
amount in respect of the 1982 or 1983 taxation aie under subsec- 
tion 104(29), : 
(a) the trust shall not deduct any amount in computing its in- 
come pursuant.to subsection 104(6) to: the extent that such 
amount exceeds the aggregate of all proportions designated in 
respect of beneficiaries who have concurred in writing to the 
designation, and a beneficiary who has not so concurred shall 
not be required to include any amount in computing his income 
under subsection 104(13) as a result of the designation; and 
(b) the designation may be made in the trust’s return of income 
under Part [ for its 1984 taxation year. 
Interpretation sat IT-342R: Trusts — income payable to 
beneficiaries. 


(30) Tax under Part XI1.2 — For the purposes of 
this Part, there shall be deducted in computing the 
income of a trust for a taxation year the tax paid by 
the trust for the year under Part XII.2. 


Related Provisions: 18(1)(t) — Tax under Part XII.2 is 
deductible. 


(31) Idem — The amount in respect. of a taxation 
year of a trust that is deemed under subsection 
210.2(3) to have been paid. by a beneficiary under 
the trust on account of the beneficiary’s tax under 
this Part shall, for the purposes of subsection (13), be 
deemed to be an amount in respect of the income of 
the trust for the year that has become payable by the 
trust to the beneficiary at the end of the year. 

Pre-RSC History: Subsecs. 104(30), (31) added by 1988,%c. 55, 


subsec. 71(19), applicable to taxation years of trusts commencing 
after 1987. 


Interpretation Bulletins:-IT-342R: Trusts — income payable to 
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beneficiaries. ° 


Definitions [s. 104]: “accumulating income” — 108(1); “alloca- 
ble amount” — 104(15); “allowable capital loss” — 38(b), 248(1); 
“amount”, “assessment” — 248(1); “aunt” — 252(2)(e); “benefi- 
cially interested” — 248(25); “beneficiary” — 104(5.5), 108(1); 
“brother” — 252(2); “business” — 248(1); “business-income 
tax” — 104(22.4), 126(7); “Canada” — 255; “Canadian resource 
property” — 66(15), 248(1); “capital gain”, “capital loss” — 39(1), 
248(1); “capital property” — 54, 248(1); Ena 92520) x) SEOIpO- 
ration” — 248(1), Interpretation Act 35(1); “cost amount” — 


108(1), 248(1); “created by the taxpayer’s will” — 248(9.1); “de- | 


ferred profit sharing plan” — 147(1), 248(1); “depreciable prop- 
erty” — 13(21), 248(1); “designated beneficiary” — 210; “desig- 


nated contributor” — 104(5. 6), (5.7)(C); Boer uation) year” — | 


104(21.2); ; “dividend” — 
248(1); “eligible real property gain”, “eligible Ral property loss”, 
“eligible taxable capital gains” — 108(1); “employee”, “employee 
benefit plan”, “employer”, “employment” — rek 1);-*estate” — 
104(1), 248(1); “excluded property” —108(1); “exempt benefici- 
ary” — 104(5.4); “foreign resource property” — 66(15), AaB(1); 
“foreign retirement arrangement” — 248(1); “former spouse” — 
252(3), (4); “grandparent” — 252(2); “income” — of trust 108(3); 
“individual” — 248(1); “inter vivos trust” 248(1): “in- 
ventory” — 248(1); “investment tax credit” — 127(9), 248(1); 
“Minister” — 248(1); “mutual fund trust” — 132(6), 248(1); “net 
taxable capital gains” — 104(21.3); “NISA Fund No. 2” — 248(1); 
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“non-business-income tax” —+104(22.4), -126(7);) “non-qualifying . 


real property” — 108(1); “non-resident” — 248(1); “non-resident- 
owned investment corporation” — 133(8), 248(1); “office” — 
248(1); “parent” — 252(2); “payable” — 104(24); “person”, “per- 
sonal trust” — 248(1); “pre-1972 spousal trust”, “preferred benefi- 
ciary” — LO8(1); preferred beneficiary’s share” — 104(15); “pre- 
scribed”, “property” — 248(1); “qualified farm property”, 
seeaniiee small business corporation share” — 108(1),; 110.6(1); 
“received” — 248(7); “registered charity”, “registered ‘pension 
plan” — 248(1);) related” — 104(5:7)(b), 251(2); “relevant pe- 
riod” —104(5.7); “resident in Canada” — 250; “settlor” — 108(1); 
“share” — 104(15), 248(1); “sister” — 252(2); “small business cor- 
poration” — 248(1); “spouse” — 252(3), (4)(a); “substituted prop- 
erty” — 248(5); “superannuation or pension benefit” — 248(1); 
“taxable Canadian corporation” — 89(1), 248(1); “taxable capital 
gain” — 38(a), 248(1); “taxable dividend” — 89(1), 248(1); “taxa- 
ble income? — 2(2), 248(1); “taxation year” — 104(23), 249; “tax- 
payer” — 248(1); “testamentary trust” — 108(1), 248(1); “trust” — 
104(1), 108(1), 248(1), (3); “trust-purpose income” — 104(29)(c); 
“incle” — 252(2)(f); “vested indefeasibly” — - 248(9. 2)... 


105. (1) Benefits under trust — The value of all 
benefits to a taxpayer during a taxation year from or 
under a trust, irrespective of when created, shall, 
subject to subsection (2), be included in computing 
the taxpayer’s income for the year except to the eX- 
tent that the value. 


(a) is otherwise required to be included i in com- | 


puting the taxpayer’s income for a taxation year; 
or | 


(b) has been deducted under paragraph 53(2)(h) © 


in computing the adjusted cost base of the tax- 
payer’s interest in the trust or would be so de- 
ducted if that paragraph 


(i) applied in respect of the taxpayer’s interest 
in the trust, and 


(ii) were read without reference to clause 
53(2)(h)(i.1)(B). 


Related Provisions: 104(19) — Portion of dividends deemed re- 
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ceived by beneficiary; 104(21)— Portion of capital gains deemed 
gain of beneficiary; 104(23) — Testamentary trusts, 107.3(4) — No 
application to mining reclamation trusts; 108(5) — Interpretation. 
Pre-RSC History: Subsec. 105(1) substituted by 1988, c. 55, s. 
72, applicable with respect to benefits received from trusts in taxa- 
tion years of the trusts commencing after 1987. Subsec. 105(1) for- 
merly read: 


-105. (1) Benefits under trust, contract, etc. — The value of 

_all benefits (other than a distribution or payment of capital) to 
a taxpayer during a taxation year from or under a trust, con-., 
tract, arrangement or power of appointment, irrespective of 
when made or created, shall, subject to subsection (2), be in- 
cluded in computing his income for the year. 


Selected Cases [subsec. 105(1)]: Cooper v. MNR, [1989] 1 
C.T.C. 66 (FCTD) We ae free joan to beng ticlaty by trust not 
taxable). 


Interpretation Bulletins: AE: 75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-243R4: Dividend refund to 
private corporations; IT-260R: Transfer of property to a minor; IT- 
524: Trusts — flow-through of taxable dividends to a beneficiary — 
after 1987. 


(2) Upkeep, etc. — Such ne of an. amount ate by 
a trust out of income’ of the trust for the upkeep, 
maintenance or’ taxes of or in respect of property 
that, under the terms of the trust arrangement, is re- 
quired:to be maintained’ for the use of a tenant for 
life or a beneficiary as is reasonable in the circum- 
stances shall be included in computing the income of 
the tenant for life or other beneficiary from the trust 
for the taxation year for which it was paid. 

Related Provisions: 104(6) — Deduction in computing ‘trust in- 
come; 104(13.1), (13.2) — Designation of distributed income by 
trust; 104(23) — Testamentary trusts; 104(29) — Amounts deemed 
to be payable to beneficiaries; 108(5) — Interpretation. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-260R: Transfer of property to a minor; IT-342R: 
Trusts — income payable to beneficiaries; IT-381R3: Trusts — cap- 
ital gains and losses and the flow-through of taxable capital gains to 
beneficiaries; IT-465R: Non-resident beneficiaries of trusts; IT- 524: 
Trusts — flow-through of taxable dividends to a beneficiary — af- 
ter 1987. 

Definitions [s. 105]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “beneficiary” — 108(1); “property” — 248(1); 
“taxation year” — 104(23)(a), 249; “taxpayer” — 248(1); “trust” — 
104(1), 108(1), 248(1), (3). 


106. (1) Income interest in trust — Where an 
amount in respect of a taxpayer’s income interest in 
a trust has been included in computing the taxpayer’s 
income for a taxation year by reason of subsection 
(2) or 104(13), except to the extent that an amount in 
respect of that income interest has been deducted in 
computing the taxpayer’s taxable income pursuant to 
subsection 112(1) or 138(6), there may be deducted 
in computing the taxpayer’s income for the year the 
lesser of 


_ (a) the amount so included in ae the tax- 
~ payer’s income for the year, and 


(b) the amount, if any, by which the cost to the 
taxpayer of the income interest exceeds the total 
of all amounts in respect of the interest that were 
deductible under this subsection in computing the 
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taxpayer’s income for previous taxation years. 


Related Provisions: 115(1)(a)(iv) — Non-residents’ taxable in- 
come earned in Canada. 


Pre-RSC History: That portion of subsec. 106(1) preceding para. 
(a) amended by 1988, c. 55, s. 73, to substitute “by reason of” for 
“by virtue of” and “subsection 112(1) or 138(6)” for “subsection 
112(1), 110.11) or 138(6)”, applicable to 1988 et seq. 


That portion of subsec. 106(1) preceding para. (a) substituted by 
1986, c. 55, s. 29, applicable to 1986 et seg. with respect to income 
interests in trusts acquired after 5 p.m. EST, November 26, 1985. 
That portion formerly read: 


106. (1) Income interest in trust — Where an amount in re- 
spect of a taxpayer’s income interest in a trust has been in- 
cluded in computing his income for a taxation year by virtue 
of subsection 104(13) or subsection (2) of this section, there 
may be deducted in computing his income for the year the 
lesser of ~ 


Interpretation Bulletins: IT-385R2: Disposition of an income 
interest in a trust. 


(1.1) Cost of income interest in a trust — For 
the purposes of subsection (1) and notwithstanding 
paragraph 69(1)(c), the cost to a taxpayer of an in- 
come interest in a trust, other than an interest ac- 
quired by the taxpayer from a person who was, the 
beneficiary in respect of the interest immediately 
before the acquisition thereof by the taxpayer, shall 
be deemed to be nil. 


Pre-RSC History: Subsec. 106(1.1) added by 1980-81-82-83, c. 
140, s. 61, applicable after November 12, 1981. 


Interpretation Bulletins: IT-385R2: Disposition of an income 
interest ina trust. 


(2) Disposition by taxpayer of income inter- 
est — Where in a taxation year a taxpayer disposes 
of an income interest in a trust, 
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(a) except where subsection (3) is applicable, — 


there shall be included in computing the. tax- | 


payer’s income for the year the proceeds of the 
disposition; 

(b) any taxable capital gain or allowable capital 
loss of the taxpayer from the disposition shall be 
deemed to be nil; and 


(c) for greater certainty, the cost to the taxpayer 
of each property received by the taxpayer as con- 
sideration for the disposition is the fair market 
value of the property at the time of the 
disposition. 
Related Provisions: 107.3(4) — No application to mining recla- 
mation trusts; 115(1)(a)(iv) — Non-residents’ taxable income 
earned in Canada. 


Interpretation Bulletins: IT-385R2: Disposition of an income 
interest in a trust. 


Advance Tax Rulings: ATR-3: Winding-up of an estate. 


(3) Proceeds of disposition of income inter- 
est — For greater certainty, where at any time any 
property of a trust has been distributed by the trust to 
a taxpayer who was a beneficiary under the trust in 
satisfaction of all or any part of the taxpayer’s in- 
come interest in the trust, the trust shall be deemed 
to have disposed of the property for proceeds of dis- 
position equal to the fair market value of the prop- 
erty at that time. 


interest in a trust. 
Definitions [s. 106]: “allowable capital loss” — 38(b), 248(1); 


Interpretation Bulletins: IT-385R2: Disposition of an income 


“amount” — 248(1); “beneficiary” — 108(1); “income interest” — 
108(1), 248(1); “person” — 248(1); “proceeds. of disposition” — 
54, 106(3); “property” — 248(1); “taxable capital gain’ — 38(a), 
248(1); “taxable income” — 2(2), 248(1); “taxation year” — 
104(23)(a), 249; “taxpayer” — 248(1); “trust” — 104(1), 108(1), 
248(1), (3). 


107. (1) Disposition by taxpayer of capital in- 
terest — Where a taxpayer has disposed. of all or 
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any part of the taxpayer’s capital interest in a trust, 


(a) where the trust is a personal trust or a pre- 
scribed trust, for the purpose of computing the 
taxpayer’s taxable capital gain, if any, from’ the 
disposition, the adjusted cost base to the taxpayer 
of the interest, or the part of the interest, as the. 
case may be, immediately before the disposition 
shall be deemed to be the greater. of 

(i) its adjusted cost base, otherwise deter- 

mined, to the taxpayer immediately before the 

disposition, and 


(ii) the amount, if any, by which 


(A) its cost amount to the taxpayer imme- 
diately before the ee 


exceeds 


(B) the total of all amounts deducted under 
paragraph 53(2)(g.1) in computing its ad- 
justed cost base to the taxpayer immedi- 
ately before the disposition; 


(b) for greater certainty, for the purposes of com- 
puting the taxpayer’s allowable capital loss, if 
any, from the disposition of the interest or part 
thereof, as the case may be, the adjusted cost base 
to the taxpayer of the interest or part thereof im- 
mediately before the disposition is the adjusted 
cost base to the taxpayer thereof immediately 
before that time as determined under this Act 
without reference to paragraph (a), and 


(c) where the taxpayer is a corporation and the 
interest is not an interest in a prescribed trust, its 
‘capital loss from the disposition at any time of 
the interest or part thereof shall be deemed to be 
the amount, if any, by which the amount of its 
loss otherwise determined exceeds the amount, if 
any, by which 
(i) the total of all amounts each of which was 
received by the trust before that time (and, 
where the trust is a unit trust, after 1987) and 
designated by it under subsection 104(19) or 
(20) in respect of the ye toad 


exceeds 


(ii) such portion of the total referred to in sub- 
paragraph (i) as can reasonably be considered 
to have resulted in a reduction under this para- 
graph of its capital loss otherwise determined 
from the disposition before that time of an in- 
terest in the trust, 
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except that where the interest was an interest in an | 
inter vivos trust not resident in Canada that was pur- 
chased by the taxpayer, paragraph (a) does not apply — 
in respect of the disposition of all or any part thereof — 
except where subsection (2) is applicable in respect — 
of any distribution of property by the trust to the tax- _ 
payer in satisfaction of that interest or that part 
thereof, as the case may be. 

Related Provisions: 107.3(4) — No application to mining recla- 
mation trusts. 

History: Para. 107(1)(a) amended by 1995, c. 21, s. 35, applicable 
to taxation years that end after February 21, 1994. Para. (a) formerly 
read: 


(a) where the trust is a personal trust or a prescribed trust, for 
the purposes of computing the taxpayer’s taxable capital gain, 
if any, from the disposition of the interest or part thereof, as 
the case may be, the adjusted cost base to the taxpayer thereof 
immediately before the disposition shall be deemed to be an 
amount equal to the greater of the adjusted cost base to the 
taxpayer thereof otherwise determined immediately before 

~ that time and the cost amount to the taxpayer thereof immedi- 
ately before that time, : 


Para. 107(1)(c) substituted by 1994, c. 21, s. 47, applicable to 1988 
et seq. That para. formerly read: 


(c) where the taxpayer is a corporation and the interest is not 
an interest in a prescribed trust, its capital loss from the dis- 
position at any time of the interest or part thereof shall be 
deemed to be the amount of its loss otherwise determined mi- 
nus the total of all amounts each of which is an amount re- 
ceived by the trust before that time and designated by it in 
respect of the corporation under subsection 104(19) or (20), 


Para. 107(1)(a) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
76(1), to add “or a prescribed trust”, applicable to dispositions oc- 
curring after 1987, other than a disposition of an interest in a trust, 
the units of which were listed on October 1, 1987 on a prescribed 
stock exchange, occurring before the earlier of 


(a) January 1, 1991, and 


(b) any date after October 1, 1987 on which a beneficial interest 
in the trust was or is issued. 


Pre-RSC History: Para. 107(1)(a) amended by 1988, c. 55, sub- 
sec. 74(1); to add “where the trust is a personal trust”, applicable in 
respect of dispositions after 1987 other than a disposition of an in- 
terest in a trust, the units of which were listed on October 1, 1987 
on a prescribed stock exchange, before the earlier of 


(a) January 1, 1991, and 
(b) any date after October 1, 1987 on which a beneficial interest 
in the trust was or is issued. 


Para. 107(1)(c) added by 1980-81-82-83, c. 140, subsec. 62(1), ap- 
plicable with respect to dispositions occurring after November 12, 
1981. 


Subsec. 107(1) substituted by 1973-74, c. 14, subsec. 32(1), applica- 
ble to 1972 et seq. 


Regulations: 3200 (prescribed stock exchange, for application 
before 1991; technically does not apply to the amending legislation 
[1994, c. 7, Sch. II (1991, c. 49), s. 76]); 4800.1 (prescribed trust). 
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Advance Tax Rulings: A 
erty of an estate. 


(1.1) Cost of capital interest in a trust — For 
the purposes of subsection (1) and notwithstanding 
paragraph 69(1)(c), the cost to a taxpayer of a capital 
interest in a trust, other than an interest acquired by 
the taxpayer from a person. who was the beneficiary 
in respect of the interest immediately before the ac- 
quisition thereof by the,taxpayer or an interest issued 
to the taxpayer for consideration paid by the tax- 
payer that is equal to the fair market value thereof at 
the time of issuance, shall be deemed to be nil... 


TR-38: Distribution of all of the prop- 


Pre-RSC History: Subsec. 107(1.1) substituted by 1980-81-82-83, 
c. 140, subsec. 62(2), applicable after November 12, 1981. Subsec. 
107(1.1) formerly read: 
(1.1) Cost of capital interest in a testamentary trust — 
For the purposes of subsection (1) and notwithstanding para- 
graph 69(1)(c), the cost to a taxpayer of a capital interest in a 
testamentary trust shall be deemed to be 
(a) where the interest was purchased, the cost otherwise 
determined; 
(b) where paragraph 70(5)(c) applies, the cost therein de- 
termined; and ' 
(c) in any other case, nil. 


Subsec. 107(1.1) added by 1974-75-76, c. 26, subsec. 66(1), appli- 
cable to 1972 et seq. 


S. 107(2)(d) 


(2) Capital interest distribution by personal 
or prescribed trust — Where at any time any 
property of a personal trust or a prescribed trust has 
been distributed by the trust to.a taxpayer who was a 
beneficiary under the trust in satisfaction of all or 
any part ofthe taxpayer’s capital interest in the trust, 
the following rules apply: 


(a) the trust: shall be deemed to-have disposed of 
the property for proceeds of disposition equal to 
its cost-amount to the trust immediately before 
that: time; «=: ay 

(b) the taxpayer shall be deemed to have acquired 
the property at a cost equal to the total of its cost 
amount to the trust immediately before that time 
and the amount, if any, by which 


(i) the adjusted cost base to the taxpayer of the 
capital interest or part thereof, as the case may 
be, immediately before that time as deter- 
minéd for the purposes of paragraph (1)(b) 


exceeds 


(ii) the cost amount to taxpayer of the capital 
interest or part thereof, as the case may be, 
immediately before that time; 


(c) the taxpayer shall be deemed to have disposed 
of all or part, as the case may be, of the capital 
interest for proceeds equal to the cost at which 
the taxpayer is deemed by paragraph (b) to have 
acquired the property, minus the amount of any 
debt assumed by the taxpayer or of any other le- 
gal obligation assumed by the taxpayer to pay 
any amount, if the distribution of the property to 
the taxpayer was conditional on the assumption 
by the taxpayer of the debt or obligation, 


(d) where the property so distributed was depre- 
ciable property of a prescribed class of the trust 
and the amount that was the capital cost to the 
trust of that property exceeds the cost at which 
the taxpayer is deemed by this section to have ac- 
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quired the property, for the purposes of sections 
13 and 20 and any regulations made under para- 
graph 20(1)(a) 
(i) the capital cost to the taxpayer of the prop- 
erty shall be deemed to be the amount that 
was the capital cost of the property to the 
trust, and 


(ii) the excess shall be deemed to have been 
allowed to the taxpayer in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition by the taxpayer of 
the property; and 

(e) [Repealed] 


(f) where the property so distributed was eligible 
capital property of the trust in respect of a busi- 
ness of the trust, 


(i) where the eligible capital expenditure of 
the trust in respect of the property exceeds the 
cost at which the taxpayer is deemed by this 
subsection to have acquired the property, for 
the purposes of sections 14, 20 and 24, 


(A) the eligible capital expenditure of the 
taxpayer in respect of the property shall be 
deemed to be the amount that was the eli- 
gible capital expenditure of the trust in re- 
spect of the property, and 


(B) */4 of the excess shall be deemed to 
have been allowed under paragraph 
20(1)(b) to the taxpayer in respect of the 
property in computing income for taxation 
years ending 


(1) before the acquisition by the tax: 
payer of the property, and 


(II) after the adjustment time of the tax- 
payer in respect of the business, and 


(ii) for the purposes of determining after that 
time 
(A) the amount deemed under subpara- 
graph 14(1)(a)(v) to be the taxpayer’ S taxa- 
ble capital gain, and 


(B) the amount to be included under sub- 
paragraph 14(1)(a)(v) or paragraph 
14(1)(b) in’ computing the taxpayer’s 
income ; 
in respect of any subsequent disposition of the 
property of the business, there shall be added 
to the amount otherwise determined for Q in 
the definition “cumulative eligible capital” in 
subsection 14(5) the amount determined by 
the formula 


Ax = 
& 
where 


A is the amount, if any, determined for Q in 
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that definition in respect of the business of 
the trust immediately before the 
distribution, 


B_ is the fair market value of the property so 
distributed immediately before the distri- 
bution, and 


C is the fair market value immediately before 
the distribution of all eligible capital prop- 
erty of the trust in respect of the business. 


Related Provisions: 53(4) — Effect on adjusted cost base of 
trust interest; 80. 03(1), (3)(b) — Capital gain where subsec. 107(2) 
applies to trust interest on disposition following debt forgiveness; 
104(5.3) — Election by trust to postpone deemed disposition; 
104(5.8) — Trust transfers; 107(2.01) — Principal residence distri- 
bution by personal trust; 107(3) —Cost of certain property; 
107(4) — Where trust in favour of spouse; 107(4.1) — Where sub- 
sec. 75(2) applicable to trust; 107(5) — Distribution to non-resident. 


History: Cl. 107(2)(f)(ii)(B) amended by 1995, c. 3, s. 29, applica- 
ble to distributions of property made after February 22, 1994. Cl. 
(B) formerly read: 


(B) the amount to be included under paragraph 14(1)(b) in 
computing the income of the taxpayer ; 


Para. 107(2)(e) repealed by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 43(1), applicable to distributions becartty after July 13, 1990. 
Para. (e) formerly read: 


(e) where the property so distributed was -eligible capital 
property of the trust in respect of a business of the trust, 


(i) the references to “its cost amount” in paragraphs (a) 
and (b) shall be read as references to “4/3 of its cost 
amount’, and 


(ii) where the eligible capital expenditure of the trust in 
respect of the property exceeds the cost at which the tax- 
payer is deemed by this subsection to have acquired the 
property, for the purposes of sections 14, 20 and 24, 


(A) the eligible capital expenditure of the taxpayer in 

respect of the property shall be deemed to be the 

amount that was the eligible capital expenditure of 
the trust in respect of the property, and 


(B) ¥ of the excess shall be deemed to have been | 
allowed to the taxpayer in respect of the property 
under paragraph 20(1)(b) in computing income for 
taxation years ending 


(1) before the acquisition by the taxpayer of the 
property, and 
(II) after the adjustment time of the taxpayer in ‘ 
respect of the business. 


Para. 107(2)(f) added by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
43(2), applicable to distributions occurring after 1987. 


Para. 107(2)(e) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
76(2), applicable with respect to distributions made after July 13, 
1990. 


Pre-RSC History: That portion of subsec. 107(2) preceding para. 
(a) substituted by 1988, c, 55, subsec. 74(2), applicable with respect 
to distributions after 1987 other than a distribution by a trust, the 
units of which were listed on October 1, 1987 on a prescribed stock 
exchange, before the earlier of 


(a) January 1, 1991, and 


(b) any date after October 1, 1987 on which a beneficial interest 
in the trust is issued. 


That portion formerly read: 
(2) Distribution by trust in satisfaction of capital inter- 


848 


Subdiv. k —’Trusts and Beneficiaries 


est — Where at any time any property of a trust has been dis- 
tributed by the trust to a taxpayer who was a beneficiary 
under the trust in satisfaction of all or part of his capital inter- 
est in the trust, the following rules apply: 


Para. 107(2)(b) substituted by 1973-74, c. 14, subsec. 32(2), appli- 
cable to 1972 et seq. — 


7 Regulations: 3200 (prescribed stock pales ty ot Apphieation 
before 1991); 4800.1 (prescribed trust). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
209R: Inter vivos gifts of capital property to individuals: directly or 
through trusts; IT-349R3: Intergenerational transfers of farm prop- 
erty on death; IT-393R2: Election re tax on rents and timber royal- 
ties — non-residents. 
Advance Tax Rulings: ATR-38: Distribution of all of the prop- 
erty of an estate, ATR-70: Distribution of taxable Canadian prop- 
erty by a trust to a non-resident. 


(2.01) Distribution of principal residence 
Where a property that would, if a personal trust had 
designated the property under paragraph (c.1) of the 
definition “principal residence” in section 54, be a 
principal residence (within the meaning of that defi- 
nition) of the trust for a taxation year, is at any time 
(in this subsection referred to as “‘that time’) distrib- 
uted by the trust to a taxpayer in circumstances to 
which subsection (2) applies and subsection (4) does 
not apply and the trust so elects in its return of in- 
-come under this Part for the taxation year that in- 
cludes that time, 


(a) the trust shall be deemed to have disposed of 
the property immediately before the particular 

~ time that is immediately before that time for pro- 
ceeds of disposition equal to the fair market value 
of the property at that time; and © 


(b) the trust shall be deemed to have reacquired 
the property at the particular time at'a cost equal 
to that fair market value. 


History: That portion of subsec. 107(2.01) preceding para. (a) 
amended by 1994, c..7, Sch. VIII (1993, c. 24), subsec. 43(3), appli- 
cable to distributions occurring after 1990, except that an election 
by a trust (other than a trust described in subsec..70(6) or ‘73(1)) to 
have subsec. 107(2.01), as amended, apply to a distribution by the 
trust occurring after 1990 and before June 11, 1993 may be made by 
the trust by notifying the Minister of National Revenue in writing 
before December 11, 1993. That portion formerly read: 


(2.01) Principal residence distribution by spousal trust — 
Where. at any time (in this subsection referred to as “that 
time”) a property has been distributed by a trust described in 
subsection 70(6) or 73(1) to a taxpayer in circumstances in 
which subsection (2) applies and subsection (4) does not ap- 
‘ply and the property would, if the trust had designated the 
property under paragraph 54(g), be a principal residence 
(within the meaning assigned by. that paragraph) of the trust 
for a taxation year, the following rules apply where the trust 
so elects in its return of income under this Part for the taxa- 
tion year that includes that time: 


Subsec. 107(2.01) added by 1994, c. 7, Sch. II. (1991, c. 49), subsec. 
76(3), applicable to distributions occurring after May .9, 1985, ex- 
cept that an election to have the subsec. apply in respect of a distri- 
bution by trust occurring after May 9, 1985 and before December 
18, 1991, that is made by the trust so notifying the Minister of Na- 
tional Revenue in writing before April 1992 shall be deemed to 
have been made in accordance with the subsec.; and, notwithstand- 
“ing subsecs. 152(4) to (5), such assessments of tax, interest and pen- 


S. 107(2.2) 


alties shall be made as are necessary to give effect to the election. 


interpretation Bulletins: [T-120R4: Principal residence. 


(2.1) Other distributions — Where at any time 
any property of a trust has been distributed by the 
trust to.a beneficiary under the trust in satisfaction of 
all or any part of the beneficiary’s capital interest in 
the trust or in satisfaction of a right described in sub- 
section 52(6) and subsection (2) is not applicable in 
respect of the distribution, notwithstanding any other 
provision of this Act, the following rules apply: 


(a) the trust shall be deemed to have disposed of 
the property for proceeds equal to its fair market 
value at. that time; 


(b) the beneficiary shall be deemed to have ac- 
quired the property at a cost equal to that fair 
market value; and 


(c) the beneficiary shall be deemed to have dis- 
posed of the interest or part thereof in the trust or 
the right, as the case may be, for proceeds of dis- 
position equal to the cost at which the beneficiary 
is deemed by paragraph (b) to have acquired the 
property. 

Related Provisions: 53(4) — Effect on adjusted cost base of 

share, partnership interest or trust interest. 


Pre-RSC History: Subsec. 107(2.1) added by 1988, c. 55, subsec. 
74(3), applicable with respect to distributions of properties by trusts 
after 1987. 
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in the trust and the eee files 
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(3) _Cost of property other than _ non- 
depreciable capitai property — Where the prop- 
erty referred to in subsection (2) that was distributed 
by a trust to a taxpayer was property other than capi- 
tal property that was not depreciable property, for 
the purpose of determining the cost to the taxpayer 
of the property under paragraph (2)(b) (except for 
the purposes of that paragraph as it applies to deter- 
mine the taxpayer’s proceeds of disposition of the 
taxpayer’s capital interest under paragraph (2)(c)), 
the reference in paragraph (2)(b) to “the amount” 
shall be read as a reference to “'/2 of the amount”. 
Pre-RSC History: Subsec. 107(3) amended by 1986, c..6, s. 52, 
applicable to 1986 et seq., to substitute heading “Cost of property 
other than non-depreciable capital property” for “Determination of 
cost of property other than an indexed security or a non-depreciable 
capital property”, and “other than capital property” for ie, than 
an indexed security or capital property”. 


Subsec. L07(3) substituted by 1984, c. 1, s. 46, to add “an indexed 
security or”, applicable after September 30, 1 ORs ae 


Subsec. 107(3) substituted by 1974-75-76, c. 26, subsec. 66(2), ap- 
plicable to 1972 et seq. 


(4) Where trust in favour of spouse — Where 


_ (a) at any time property of a trust is distributed by 
the trust to a beneficiary in circumstances to 
which subsection (2) would, but for this subsec- 
tion, apply, 

(a.1) the trust is described in paragraph 104(4)(a), 
(a.2) the property so distributed by the trust was 
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capital property, a Canadian resource property, a 
foreign resource property or property that was 
land included in the inventory of the trust, 


(b) the taxpayer to whom the property is so dis- 

- tributed is a person other than the spouse referred 
to in paragraph 104(4)(a) in respect of the trust, 
and 


(c) that spouse is alive on the day the property is 
so distributed, 
notwithstanding paragraphs (2)(a) to (c), the follow- 
ing rules apply: . OB iad 
‘(d) the trust shall be deemed to have disposed of 
the property and to have received proceeds of dis- 
position therefor equal to its fair market value at 
that time, . 


(e) the taxpayer shall be deemed to have acquired 
the property at a cost equal to those proceeds, and 


(f) the taxpayer shall be deemed to have disposed 
of all or part, as the case may be, of the tax- 
payer’s capital interest in the trust for proceeds of 
disposition equal to the cost at which, but for this 


subsection, the taxpayer would be deemed by 


paragraph (2)(b) to have acquired the property, 
minus the amount of any debt assumed by the 
“taxpayer or of any other legal obligation assumed 
by the taxpayer to pay any amount, if the distri- 
bution of the property to the taxpayer was condi- 
tional on the assumption by the taxpayer of the 
debt or obligation. 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest, 104(6)— Deduction in 
computing income of trust; 107(5) — Distribution to non-resident 
beneficiary; 108(1) — “accumulating income”. 


History: All that portion of subsec. 107(4) preceding para. (e) 
amended by 1994,.c. 7, Sch. VII (1993, c..24), subsec. 43(4), appli- 
cable to distributions occurring after December 20, 1991 except that 
para. (d) as amended does not apply’ to: distributions. occurring 
~ before 1993. That portion formerly read: 


~ (4) Where trust in favour of spouse — Where the trust re- 
ferred to in subsection (2) was a trust described in paragraph 
104(4)(a) and 


(a) the property so distributed by the trust was capital 
property, a Canadian resource property, a foreign re- 
source property or property that was land included in the 
inventory of the trust, a 


(b) the taxpayer to whom the property was so distributed 
was a person other than the spouse, and 


(c) the spouse was alive at the time the property was so 
distributed, . 


notwithstanding paragraphs (2)(a) to (c), the following rules 

apply: a 
(d) the trust shall be deemed to have disposed of the 
property and to have received proceeds of disposition 
therefor equal to, 


(i) where the property was depreciable property of 
the trust of a prescribed class and the fair market 
value of that property at that time exceeds its cost 
amount to the trust at that time, the amount of that 
cost amount plus '/2 of the amount of the excess, 


(ii) where the property was depreciable property of 
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the trust of a prescribed class. and the cost amount of 
that property to the trust at that time exceeds its fair 
market value at that time, the amount of that fair 
market value plus: '/2 of the amount of the excess, and 


(iii) in any other case, its fair market value at that — 

time, oy 
Pre-RSC History: Para. 107(4)(a) amended by 1985,c. 45, sub- 
sec: 51(1), to substitute “a Canadian resource property, a foreign . 
resource property” for “property referred to in any of subparagraphs 
59(2)(a) to (e)”, and to substitute “of the trust” for “of a business of 


thé trust”, applicable to taxation years commencing after 1984. 


Para. 107(4)(a) substituted by 1980-81-82-83, c. 140, suibsec. 62(3), 
to add‘ reference to the words “property referred to in any of 
pafagraphs 59(2)(a) to (e) or property that was land included in. the 
inventory of a business: of the trust”, applicable.after November 12, 
1981. sity 
Subsec. 107(4) substituted by. 1976-77, e: 4, s. 41, applicable in re- 
spect of distributions. of property: after May 25, 1976. Subsec. 
107(4) formerly read: 
(4) Where the trust referred to in subsection (2) was a trust 
described in paragraph 104(4)(a) and’ 
(a) the property so distributed by the trust was capital 
property other than depreciable property, 


(b) the’ taxpayer to whom the property was so distributed 
was a person other than the spouse, and 


(c) the spouse was alive at the time the property was so 
distributed, 7 
notwithstanding paragraphs-(2)(a) to (d), the following ‘rules 
apply: : , 
(d) the trust’shall be deemed to have disposed of ‘the 
_--property for proceeds equal to its fair market value at that 
time; 
(e) the taxpayer shall.be deemed to have acquired the 
property at a cost equal to that fair market value, and 


(f) the taxpayer shall be deemed to have disposed of all 
or part, as the case may be, of his interest in the trust, for 
proceeds of disposition equal to that fair market value. 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
286R2: Trusts — amount payable; IT-381R3: Trusts — capital 
gains and losses and the flow-through of taxable capital gains to 
beneficiaries: IT-465R: Non-resident beneficiaries of trusts. 


(4.1) Where subsec. 75(2) applicable to 
trust — Where any property of a personal trust or a 
prescribed trust is distributed by the trust to a tax- 
payer who was a beneficiary under the trust in satis- 
faction of all or any part of the taxpayer’s capital in- 
terest in the trust and 


(a) subsection 75(2), was applicable at any time in 

respect of any property of the trust, 

(b) the taxpayer was a person other than 
(i) the person from whom the trust directly or 
indirectly received the property, or property 
for which the property was substituted, or 
(ii) an individual in respect of whom subsec- 
tion 73(1) would be applicable on the transfer 
of capital property from the person described 
in subparagraph (i), and 

(c) the person described in subparagraph’ (b)(i) 

was alive at the time the property was distributed, 

notwithstanding paragraphs (2)(a) to (c), the rules 
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described in paragraphs (4)(d) to (f) apply. 
Related Provisions: 248(5) — Substituted property. 
Pre-RSC History: Subsec. 107(4.1) added by 1988, c. 55, subsec. 


74(4), applicable with respect to distributions of properties by trusts 
after 1988. 


Regulations: 4800.1 (prescribed trust). 


(5) Distribution to non-resident — Where sub- 
section (2) applies to the distribution by a trust of 
any property (other than a Canadian resource prop- 
erty, excluded property or property that would, if at 
no time in the taxation year of the trust in which it is 
so distributed the trust is resident in Canada, be taxa- 
ble Canadian property) to a non-resident taxpayer 
(including a partnership other than a Canadian part- 
nership) who is a beneficiary under the trust, not- 
withstanding paragraphs (2)(a) to (c), 

(a) the trust shall be deemed to have disposed of 


the property for proceeds equal to its fair market 
value at that time; 


(b) the taxpayer shall: be.deemed to have acquired 
the property at a cost equal to that fair market 
value; and 


(c) the taxpayer shall be deemed to have disposed 
of all or part, as the case may be, of the tax- 
payer’s interest in the trust, for proceeds of dispo- 
sition equal to the adjusted cost base to the tax- 
payer of the interest or part thereof, as the case 
may be, immediately before the property was so 
distributed. 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest; 212(11) — Payment to 
non-resident beneficiary deemed paid as income of trust for with- 
holding: tax. purposes. 


History: That portion of subsec. 107(5) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 43(5), appli- 
cable to distributions occurring after 1991. That portion formerly 
read: 


(5) Distribution to non-resident — Where subsection (2) is 
applicable in respect of the distribution by a trust of any prop- 
erty (other than a Canadian resource property or property that 
is or would, if at no time in the taxation year of the trust in 
which it was so distributed the trust had been resident in Can- 
ada, be taxable Canadian property) to a non-resident taxpayer 
(including a partnership other than a Canadian partnership) 
who was a beneficiary, under the trust, notwithstanding 
paragraphs (2)(a) to (c), the following rules apply: 


Pre-RSC History: That portion of subsec. 107(5) preceding para. 
(a) substituted by 1988, c. 55, subsec. 74(5), applicable with respect 
to distributions of properties by trusts after 1987. That portion for- 
merly read: 


(5) Distribution to non-resident beneficiary — Where sub- 
section (2) is applicable in respect of the distribution by a 
trust of any property of the trust to a non-resident taxpayer 
who was a beneficiary under the trust and the property was 
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not taxable Canadian property or property that would be taxa- 
ble Canadian property if at no time in the taxation year of the 
trust in which it was so distributed the trust had been resident 
in Canada, notwithstanding paragraphs (2)(a) to (c), the fol- 
lowing rules apply: . 
Subsec. 107(5) substituted by 1976-77, c. 4, 5. 41, applicable in re- | 
spect of distributions of property after May 25; 1976. Subsec. 
107(5) formerly read: 
(5) Where subsection (2) is applicable in respect of the distri- 
bution by a trust of any property of the trust.to a non-resident 
taxpayer who was a beneficiary under the trust and the prop- 
erty was not taxable Canadian property or property that ~ 
would be taxable Canadian property if at no timé'in the taxa- 7 
tion year of the trust in which it was so distributed the trust 
had been resident in Canada, notwithstanding paragraphs 
~ (2)(a) to (c) the provisions of paragraphs (4)(d) to (f) are ap- 
plicable in respect of the property as if the reference in para- 
graph (4)(f) to “that fair market value” were read as a refer- 
ence to “the adjusted cost base to him of the interest or part 
thereof, as the case may be, immediately before the property 
was so distributed”. 


Advance Tax Rulings: ATR-70: Distribution of taxable Cana- 
dian property by a trust to a non-resident. 


(6) Loss reduction — Notwithstanding any. other 
provision of this Act, where a person or partnership 
(in this subsection referred to as the “vendor’’) has 
disposed of property and would, but for this subsec- 
tion, have had a loss from the disposition, the ven- 
dor’s loss otherwise determined in respect of the dis- 
position shall be reduced by such portion of that loss 
as. may reasonably be considered to have accrued 
during a period in which 


(a) the property or property for which it was sub-* 
stituted was owned by a trust; and 


(b) neither 
(i) the vendor, nor 
_ (1) any person related to the vendor, nor — 


(iii) any partnership of which the vendor or a 
person related to the vendor was a majority in- 
terest partner (within the meaning assigned by 
subsection 97(3.1)) 


had a capital interest in the trust. 


Subdiv. k — Trusts, and, Beneficiaries 


Related Provisions: 248(5) — Substituted property. 


Pre-RSC History: Subsec. 107(6) added by 1987, c. 46, s. 35, 
applicable with respect to property distributed to‘a beneficiary. from 
a trust in satisfaction of all,or part of a capital interest in the trust 
that was acquired by the beneficiary after January 15, 1987, except 
where the beneficiary acquiring the interest was obliged on that date 
to acquire it pursuant to an agreement in writing entered into on or 
before that date. — ; fl 


interpretation — “obliged “to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: ly 


72. For the purposes of this Act, a person shall be considered ., 
“not to be obliged either to acquire. or dispose of property or to 
acquire control of a corporation, as the case may. be, if the 
person may be excused from performing the obligations as a 
result of changes to’ the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 

corporations. 2 


Definitions [s. 107]: “adjusted, cost base” — 54, 248(1); “affili- 
ated” —.251.1; . “allowable, capital, loss” — 38(b), 248(1); 
“amount” — 248(1); “beneficiary” — 108(1); “business” — 248(1); 
“Canada” — 255: “Canadian partnership” — 102(1), 248(1); “Ca- 
nadian resource property” — 66(15), 248(1); “capital interest” — 
108(1), 248(1); “capital, loss’? 39(1)(b), 248(1);. “capital prop- 
erty”. — 54, 248(1); “corporation”, 248(1), Interpretation Act 
35(1); “cost. amount” — 108(1), 248(1);. “depreciable property” — 
13(21), 248(1); “eligible capital expenditure” — 14(5), 248(1); “eli- 
gible capital property” — 54, 248(1); “excluded property” — 
108(1); “foreign resource property” — 66(15), 248(1); “inventory”, 
“insurance corporation” — 248(1);. “inter vivos trust” — 108(1), 
248(1); “mutual fund trust” — 132(6), 248(1); “non-resident” — 
248(1); “person”, “personal trust”, “prescribed”, “property”, “regu- 
lation” — 248(1); “related” — 251(2); “resident in Canada” — 250; 
“spouse” — 252(4)(a); “substituted property” — 248(5); “taxable 
Canadian property” — 115(1)(b), 248(1); “taxable capital gain” = 
38(a), 248(1); “taxation year” — 104(23)(a), 249; “taxpayer”? — 
248(1); “testamentary trust”. — 108(1), 248(1); “trust” — 104(1), 
108(1), 248(1),(3); “unit trust” — 108(2), 248(1).. °° 


107.1 Distribution by employee trust or 
employee benefit plan — Where at any time any 
property of an employee trust or a trust governed by 
an employee benefit plan has been distributed by the 
trust to a taxpayer who was a beneficiary under the 
trust in satisfaction of all or any part of the tax- 
payer’s interest inthe, trust,. the following rules 
apply sitodo%10 | j vldigibel 
(a) in the case of an employee trust, MN 


(i) the trust shall be deemed to have disposed 
of the property immediately before that time 
for proceeds. of disposition equal to its fair 
market value at that time, and | 


; (ii) the: taxpayer-shall be-deemed. to have ac- 
quired the property, at a cost equal to its fair 
market value at that time; Wooy 
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(b).in the case of a trust governed by an employee 
benefit plan, aks 
(i) the trust shall be deemed to have disposed 
of the property for proceeds of disposition 
equal to its cost amount to the trust immedi- 
ately before that time, and Liiatccaks 


(ii) the taxpayer shall be deemed. to have. ac- 
quired the property at a cost equal to the 
greater of | ) 

(A) its fair market value at that time, and 


(B) the adjusted cost base to the taxpayer 
of the taxpayer’s interest or part thereof, as 
the case may be, immediately before that 
| time; ; a 
(c) the taxpayer shall be deemed to have disposed 
of the taxpayer’s interest or part thereof, as the 
case may be, for proceeds of disposition equal to 
the adjusted cost base to the taxpayer of that in- 
terest. or part. thereof immediately before. that 
time; and F, 
(d) where the property was depreciable property 
-of a prescribed class of the trust and the amount 
that was the capital-cost to the trust of that prop- 
erty exceeds the. cost at which the taxpayer iS 
deemed by this section to have acquired the prop- 
erty, for the purposes of sections 13 and 20 and 
any regulations made under paragraph 20(1)(a), 


_ (i) the capital cost to the taxpayer.of the prop- 
erty shall be. deemed to, be, the amount that 
was the.,capital. cost of the property to the 
~ trust,.and A atic | 
(ii) the excess shall be: deemed to have been 
allowed to the taxpayer in respect of the prop- 
erty under regulations made under paragraph. 
20(1)(a). in computing income for taxation 
years before the acquisition by the taxpayer of 
the property. 
Related Provisions: 6(1)(h) — Income from employee. trust; 
18(1)(0) — No deduction for employee benefit plan contributions; 
32.1 — Employee benefit plan deductions; 104(6) — Deduction: in 
computing income of trust; 104(13) — Income payable to 
beneficiary. it; ites 
Pre-RSC History: S. 107.1 added by 1980-8 1-82-83, c. 48, 's. 55, 
applicable to 1980 et seq. ; 
Definitions [s. 107.1]: “adjusted cost base” — 54, 248(1);, 
“amount”, “cost amount” — 108(1), 248(1); “depreciable prop- 
erty” — 13(21), 248(1); “employee benefit plan”, “employee trust”, 
“prescribed”, “property”, “regulation” — 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “trust”? — 104(1),108(1), 248(1), (3). 
Interpretation Bulletins: IT-502: Employee benefit plans and 


_ employee trusts. 


107.2 Distribution by a retirement 
compensation .arrangement — Where,, at any 
time, any property of. a trust governed by a retire- 
ment compensation arrangement has been distributed 
by. the trust to.a taxpayer who, was a beneficiary 
under the trust in satisfaction of all or any part of the 
taxpayer’s interest in the trust, for the purposes, of 
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this Part and Part XI.3, the following rules apply: 


(a) the trust shall be deemed to have disposed of 
the property for proceeds of disposition equal to 
its fair market value at that time; 


'(b) the trust shall be deemed to have paid to the 
taxpayer as a distribution an amount equal to that 
fair market value; 


(c) the taxpayer shall be deemed to have acquired 
the property at a cost equal to that fair market 
value; 


(d) the taxpayer shall be deemed to have disposed 
of the taxpayer’s interest or part thereof, as the 
case may be, for proceeds of disposition equal to 
the adjusted cost base to the taxpayer of that in- 
terest or part thereof immediately before that 
time; and 

(e) where the property was depreciable property 
of a prescribed class of the trust and the amount 
that was the capital cost to the trust of that prop- 
erty exceeds the cost at which the taxpayer is 
deemed by this section to have acquired the prop- 
erty, for the.purposes of sections 13 and 20 and 
any regulations made under paragraph 20(1)(a), 


(i) the capital cost to the taxpayer of the prop- 
erty shall be deemed to be the amount that 
was the capital cost of the property to the 
trust, ‘and 


(ii) the excess shall be deemed to have been 
allowed to the taxpayer in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing the taxpayer’s income 
for taxation years before the acquisition by the 
taxpayer of the property. 
Related Provisions: 56(1)(x)-(z) — Benefits from retirement 
compensation arrangement; 60(t) —-Amount included under para. 
56(1)(x) or (z) or subsec: 70(2); 60(u) —‘Amount included under 
para. 56(1)(y); 153(1)(q) — Withholding required on distribution by 
RCA; Part XI.3 — Tax in respect of retirement compensation 
arrangements. 


Pre-RSC History: S. 107.2 added by 1987, c. 46, s. 36, applicable 
after October 8, .1986. 

Definitions [s. 107.2]: “adjusted cost base” — 54, 248(1); “de- 
preciable property” — 13(21), 248(1); “prescribed”, “property”, 
“regulation”, “retirement compensation arrangement” — 248(1); 
“taxation year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 
108(1), 248(1), (3). i 


107.3, (1) Treatment of beneficiaries under 
mining reclamation trusts — Where a taxpayer 


isa beneficiary under a mining reclamation trust in a. 


taxation year of the trust (in this subsection referred 

to as the “trust’s year’) that ends in a -Dapacular taxa- 

tion year of the taxpayer, | 
(a) subject to paragraph (b), the taxpayer’s in- 
come, non-capital loss and net capital loss for the 
particular year shall be computed as if the amount 
of the income or loss of the trust for the trust’s 
year from any source or from sources in a partic- 
ular place were the income or loss of the taxpayer 
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from that source or from sources in that particular 
place for the particular year, to the extent of the © 
portion thereof that can reasonably be considered . 
to be the taxpayer’s share of such income or loss; ; 
and é 


(b) where the taxpayer is non-resident at any time 
in the particular year and an income or loss de- 
scribed in paragraph (a) or an amount to which 
paragraph 12(1)(z.1) or (z.2) applies would not 
otherwise be included in computing the tax- 
payer’s taxable income or taxable income earned 
in Canada, as the case may be, notwithstanding’ 
any other provision of this Act the income, the 
loss or the amount shall be attributed to the carry- 
ing on of business in Canada by the taxpayer 
- through a fixed place of business located in the 
province in which the mine to which the trust re- 
lates is situated. 
Related Provisions: 12(1)(z.1!) — Inclusion in income of amount 


received from trust; 87(2)§.93) — Amalgamations — continuing 
corporation; 107.3(2) — Where property transferred to beneficiary. 


History: Subsec. 107.3(1) added by 1995, c. 3, s. 30, applicable to 
taxation years that end after February 22, 1994. 


(2) Transfers to beneficiaries — Where property 
of a mining reclamation’ trust is transferred at any 
time to a beneficiary under the trust in satisfaction of 
all or any part of the beneficiary’s interest as a bene- 
ficiary under the trust, 


(a) the trust shall be deemed to have disposed of 
the property at that time for proceeds of disposi- 
tion equal to its fair market value at that time; and 


(b) the beneficiary shall be deemed to have ac- 
quired the property at that time at a cost equal to 
its fair market value at that time. 

Related Provisions: 87(2)(j.93) — Amalgamations — continu- 


ing corporation; 107.3(1) — Income or loss flowed through to 
beneficiaries. 


History: Subsec. 107:3(2) added by 1995, c. 3, s. 30, applicable to 
taxation years that end after February 22, 1994. 


(3) Ceasing to be a mining Sa eH 
trust — Where a trust ceases at any time to be a 
mining reclamation trust, 


(a) the taxation year of the trust that would other- 
wise have included that time shall be deemed to 
have ended at that time and a new taxation year 
of the trust shall be deemed to have begun 1 imme- 
diately after that time; 


(b) the trust shall be deemed to have disposed im- 
mediately before that time of each property held 
by the trust immediately after that time for pro- 
ceeds of disposition equal to its fair market value 
at that time and to have reacquired immediately 
after that time each such property for an amount 
equal to that fair market value; 


(c) each beneficiary under the trust immediately 
before that time shall be deemed to have received 
at that time from the trust an amount equal to the 
percentage of the fair market value of the proper- 
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ties of the trust immediately after that time that 
. can reasonably be considered to be the, benefici- 
° ary’s interest in the trust; and 


(d) each beneficiary under the trust shall be 
deemed to have acquired immediately after that 
“time an interest in the trust at a cost, equal to the 
“amount deemed by paragraph (c) to. have been re- 
"ceived by the beneficiary from the trust. ... 
Related Provisions: 87(2)G.93) — Amalgamations — continu- 
ing corporation. 7 : 
History: Subsec. 107.3(3) added by 1995, c. 3, s. 30, applicable to 
taxation years that end after February 22, 1994. 


(4) Application — Subsection 104(13) and sections 
105 to 107 do not apply to a trust with respect to a 


taxation year during which it is a mining reclamation | 


trust. 
Related Provisions: 12(1)(z.1) — Income inclusion in lieu of 


application of 104(13);'75(3)(c.1) — Reversionary trust rules do not 


apply. 
History: Subsec. 107.3(4) added by 1995, c. 3, s. 30, applicable to 
taxation years that end after February 22, 1994. 

Definitions: “business” — 248(1), 253; “mining reclamation 
trust” — 248(1); “net ‘capital loss”, “non-capital loss” — 111(8), 
248(1); “non-resident” — 248(1); “property” — 248(1); “taxable 
income” — 2(2), 248(1); “taxable income earned in Canada” — 
—248(1); “taxation year” — 11(2),: 107.:3(3)(a),°.249;‘taxpayer”” — 
248(1); “trust’s year” — 107.3(1). 5 if 


108. (1) Definitions — In this subdivision, © 


“accumulating income” of a, trust for. a taxation 


year means the amount that would be the income of : 


the trust for the year if that amount were 


(a). computed without reference. to subsections 
104(5.1) and (12), 


(b) computed. as if the greatest. amount that the 
trust was entitled: to’ claim under’ subsection 
104(6) in computing its income for the year were 
so claimed, une 

(c) where the trust 


(i) is a pre-1972 spousal trust at the end of the 
year, Ad ys 288 
(ii) is described in paragraph 104(4)(a), or 

(iii) elected under subsection 104(5.3) for a 
preceding taxation year, ania 


computed without reference to subsections 
104(4), (5) and:(5.2).and 107(4), 

(d) where the trust is described in paragraph 
104(4)(a) and the taxpayer’s spouse referred to in 
that paragraph died on a day in that year, com- 
puted as if any disposition by the trust before. the 
end of that day of capital property, land described 
in an inventory of the trust,,Canadian resource 
property or foreign resource property had not oc- 
curred, and | 


(e) computed without reference to subsection 
12(10.2), except to the extent that that subsection 
applies to amounts paid to.a trust to which. para- 


S. 108(4). ben 


graph .70(6.1)(b) applies and before the death: of. 
the spouse referred to in that paragraph; 


History: The definition “accumulating income” in subsec. 108(1) 
amended by 1996, c. 21, subsec. 19(1), applicable to trust taxation 
years that enid after July 19, 1995; The definition’ formerly read: 


“accumulating income” ofa trust’for a taxation year means 
the amount that would-be;the income of the trust for the. year 
if this Act, were-read without reference to, 


(a) subsections 104(5.1) and-(12), 
:.(b) where the ‘trust iG 
- :(i).is ‘a pre-1972 spousal trustat the end of the year, 
(ii) is described in paragraph 104(4)(a), or 


(iii) elected under subsection 104(5.3) for’a preced- ri 
ing taxation year, Ou 


subsections '104(4), (5), (5.2) and 107(4), unpilt QEA-s 


(c) subsection 12(10.2), except to the extent that that sub- _ 
section applies to amounts ‘paid to a trust to which ‘para-* 
“graph 70(6.1)(b) applies and ‘before the death of the 
spouse referred to ‘in’ that paragraph; 5 
The definition “accumulating income” in subsec.. 108(1) amended 
by 1994, c..7,.Sch. VIIL (1993, c. 24), subsec. 44(1), applicable. to 
1991 et seq. The definition formerly read: 


‘ “accumulating income” of a trust for a taxation year means 
the amount that would, but for subsection 104(12) and, where 
the trust is.a trust described in.paragraph 104(4)(a), subsec- 
tions 104(4), (5), (5.2). and 107(4), be its income for the year; 


Pre-RSC History: The definition: “accumulating income” was 
para. 108(1)(a). See Table of Concordance. ©: 


Para. 108(1)(a):substituted by:1988,c. 55, subsec. 75(1); applicable 
to taxation years of trusts commencing after 1987: Para. 108(1)(a) 
formerly read: 


(a) “accumulating income” — “accumulating income” of a 
trust for a taxation year means the amount that, but for sub=" 
sections 104(8) and (12), would be its income for the year 
less, where “the: trust is a trust described in paragraph 

»'104(4)(a),. such amount, if any, as is included in computing 
the-income-of. the trust for; the taxation year by virtue of a: 
deemed disposition after November 12, 1981 under. subsec- 
tion 104(4), (5) or 107(4); >, ‘3 


Para. 108(1)(a) amended by 1986, c. 6, subsec. 53(1), to substitute 
“subsection’ 104(4), (5) or 107(4)” for “sibsection 104(4), (5) or 
(5.1) or 107(4)”, applicable to 1986 et seg. 

Pata’ 108(1)(a) substituted by 1984, c. 1, 8. 47 to add “subsection 
104(8)” and “subsection 104(5.1)”, applicable after November 12, 
1981. see La) fy 


Para. 108(1)(a) substituted by 1980-81-82-83, c. 140, subsec. 63(1), 
to add reference to the words “less, where the trust is a trust de- 
scribed in paragraph 104(4)(a), such amount, if any, as is included 
in computing the income of the trust for the taxation year by virtue 
of a'deemed disposition aftér November 12, 1981 under subsection 
104(4) or (5) or 107(4);”, applicable after November 12, 1981. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries; 
IT-394R: Preferred beneficiary election. 


Advance Tax Rulings: ATR-34: Preferred beneficiary’s election. 


“beneficiary” under a trust includes a person benefi- 
cially interested therein; 

Related Provisions: 104(5.5) — Meaning of “beneficiary”. for 
purposes of election to postpone deemed disposition; 143.1(1)(€) — 


Deemed: beneficiary of amateur athletes’ reserve fund; 248(3) — 
Rules applicable in Quebec; 248(13) — Deemed. beneficiary for 
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certain purposes; 248(25) — Meaning of “beneficially interested”. 


Pre-RSC History: The definition “beneficiary” was para. 
108(1)(b). 


“capital interest” of a taxpayer in a trust means 


(a) in the case of a personal trust or a prescribed 
trust, a right (whether immediate or future and 
whether absolute or contingent) of the taxpayer 
as a beneficiary under the trust to, or to receive, 
all or any part of the capital of the trust, and 


(b) in any other case, a right of the taxpayer as a 
beneficiary under the trust; 


Related Provisions: 248(1)“capital interest” — Definition ap- 
plies to entire Act. 


Pre-RSC History: The definition 
108(1)(c). 


That portion of para. 108(1)(c) preceding subpara. (11) amended by 
1988, c. 55, subsec. 75(2), to substitute, in subpara. (i), “a personal 
trust or a prescribed trust,” for “a testamentary trust or a trust no 
beneficial interest in which was acquired for consideration payable 
directly or indirectly to the trust or to any person who has made a 
contribution to the trust by way of a transfer, assignment or other 
disposition of property,” applicable in respect of interests created or 
materially altered after January 31, 1987 that were acquired after 10 
p.m. EST, February 6, 1987. 


Para. 108(1)(c) substituted by 1987, c. 46, subsecs. 37(1), (2), appli- 
cable in respect of interests created or materially altered after Janu- 
ary 31, 1987 that were acquired after 10 p.m. EST, February 6, 
1987. Para. 108(1)(c) formerly read: 


(c) “capital interest” of a taxpayer in a trust means a right 
(whether immediate or future and whether absolute or contin- 
gent) of the taxpayer as a beneficiary under the trust to, or to 
receive, all or any part of the capital of the trust; 


Regulations: 4800.1 (prescribed trust). 


“capital interest” was para. 


“cost amount” to a taxpayer at any time of a capital 
interest or part thereof, as the case may be, in a trust 
(other than a trust that is a foreign affiliate of the tax- 
payer) means, notwithstanding the definition of “cost 
amount” in subsection 248(1), 


(a) where any money or other property of the 
trust has been distributed by the trust to the tax- 
payer in satisfaction of all or part of the tax- 
payer’s capital interest (whether on the winding- 
up of the trust or otherwise), the total of 
(i) the money so distributed; and 
(ii) all amounts each of which is the cost 
amount to the trust, immediately before. the 
distribution, of each such other property, and 
(iii) [Repealed] 


(b) in any other case, the amount determined by 
the formula 


€ 
Cote) Par 


where 
A is the total of 


(i) all money of the trust on hand immedi- 


ately before that time, and 
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(ii) all amounts each of which is the cost 
amount to the trust, immediately before 
that time, of each other property of the 
trust, 


B is the total of all amounts each of which is the 
amount of any debt owing by the trust, or of 
any other obligation of the trust to pay any 
amount, that was outstanding ae 
before that time, 


C_ is the fair market value at that time of the cap- 


ital interest or part thereof, as the case may be, 


in the trust, and 


D is the fair market value at that time of all capi- 
tal interests in the trust; 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: Subpara. (a)(ii) of the definition “cost amount” in subsec. 
108(1) substituted, and subpara. (iii) repealed, by 1994, c. 21, sub- 
sec. 48(2), applicable after July 13, 1990. Subparas. (a)(ii) and (iii) 
formerly read: 


(ii) all amounts each of which is the cost amount to the trust, 
immediately before the distribution, of each such other prop- 
erty (other than eligible capital property in respect of a busi- 
ness of the trust), and 


(iii) all amounts each of which is ‘*/3 of the cost amount to the 
trust, immediately before the distribution, of each such other 

property that is eligible capital property in respect of a busi- 

ness of the trust, and 


The description of A in para. (b) of the definition “cost amount” in 
subsec. 108(1) substituted by 1994, c. 21, subsec. 48(3), applicable 
after July 13, 1990. That description formerly read: 


A. is the total of 


(i) all money of the trust on hand immediately before 
that time, 


(ii) all amounts each of which is the cost amount to 
the trust, immediately before that time, of each other 
property of the trust (other than eligible capital prop- 
erty in respect of a business of the trust), and 


(iii) “4 of the total of all amounts each of which is the 
cumulative eligible capital of the trust, immediately 
before that time, in respect of a business of the trust, 


Paras. (a), (b) of “cost amount” substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 77(1), applicable after July. 13, 1990, Those 
paras. formerly read: 


(a) in any case where any money or property of the trust has 
been distributed by the trust to the taxpayer in satisfaction of 
the whole or part of the taxpayer’s capital interest, as the case 
may be (whether on the winding-up of the trust or otherwise), 
the total of the money so distributed and all amounts each of 
which is the cost amount to the trust, immediately before the 
distribution, of a property so distributed to the taxpayer, and 


(b) in any other case, that proportion of the amount, if any, by 
which the total of all money of the trust on hand immediately 
before that time and all amounts each of which is the cost 
amount to the trust, immediately before that time,.of a prop- 
erty of the trust exceeds the total of all amounts each of 
which is the amount of a debt owing by the trust, or of any 
other obligation of the trust to pay any amount, that was out- 
standing immediately before that time, that 


(i) the fair market value at that time of the capital interest 
or part thereof, as the case may be, in the trust, 
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is of 
(ii) the fair market value at that time of all capital inter- 
ests in the trust; 


Pre-RSC History: The definition “cost amount” was para. 
108(1)(d). See Table of Concordance. 


That portion of para. 108(1)(d) preceding subpara. (i) substituted by 


1988, c. 55, subsec. 75(3), applicable after 1987. That portion for- 


merly read: 
(d) “cost amount” of capital interest — “cost amount” of 
any capital interest or part thereof, as the case may be, of a 
taxpayer in any trust (other than a trust that is a foreign affili- 
ate of the taxpayer) at any time means, 


That portion of para. 108(1)(d) preceding subpara. (i) amended by 
1974-75-76, c. 26, subsec, 67(1), applicable to 1972 et seq. 


Para. 108(1)(d) substituted. by 1973-74, c. 14, subsec. 33(1), appli- 
cable to 1972 et seq. 


Advance Tax Rulings: ATR-38: Distribution of all of the prop- 


erty of an estate. 

“designated income [para. 108(1)(d.1)]” —[Re- 
pealed under former Act] rein 
Pre-RSC History [former para. 108(1)(d.1) [“designated in- 


come”]]: Para. 108(1)(d:1) repealed by 1988, c. 55, subsec. 75(4), - 


applicable after 1987. Para: (d:1) formerly read: 
(d.1) “designated income” — “designated income” of a trust 
for a taxation year means the amount that would, but for sub- 
sections 20(16), 104(6) and (12) and 105(2) and any regula- 
tions made under paragraph 20(1)(a), be the income of the > 
trust for the taxation year determined under section 3 af 


(i) it had no income other than incomes from real proper- 

ties in Canada, incomes from timber resource properties, 

incomes from Canadian resource properties, incomes 

from businesses carried on in Canada and taxable capital 
~ gains from dispositions described in subparagraph (ii), 


(ii) the only taxable capital gains and allowable capital 
losses referred to in paragraph 3(b) were from disposi- 
tions of property that would have been taxable Canadian 
property if at no time in the year the trust’ had: been resi- 
dent in Canada, and 


(iii) the-only losses referred to in paragraph 3(d) were 
losses from real properties in Canada, losses from timber 
resource properties and losses from businesses carried on 
in Canada; 


That portion of para. 108(1)(d.1) preceding subpara. (1) substituted 
by 1977-78, c. 1, subsec. 50(1), to add reference to subsec. 20(16), 
applicable to’taxation years commencing after May 25, 1976 and 
ending after March 31, 1977. 


Para. 108(1)(d.1) added by 1974-75-76, c. 26, subsec. 67(2), appli- 
cable to 1974 et seq. 


“eligible real property gain” — [Repealed] 
History: The definition “eligible real property gain” in subsec. 
108(1) repealed by 1995, c. 3, gubsec: 31(1), applicable to, taxation 
years that begin after. February 22, 1994. The definition formerly 
read: . 


“eligible real property gain” of a trust has the meaning that 

would be assigned by the definition of that expression in sub- 

section 110.6(1) if the reference in that definition to “non- 

qualifying real property” were read as “non-qualifying real 

property as defined in subsection 108(1)”; P 
The definition “eligible real property gain” in subsec. 108(1) substi- 
tuted by 1994, c. 21, subsec. 48(1), applicable to 1992 et seg. That 
definition formerly read: 


~ “eligible real property gain” of a trust has the meaning as- 


S. 108(1) eli 


signed by subsection 110.6(1); 


The definition “eligible real property, gain” added by 1994, c. 7, 
Sch. VII (1993, c. 24), subsec. 44(2), applicable to 1992 et seq. 


“eligible real property loss” — [Repealed] 


History: The definition “eligible real property loss” in subsec. 
108(1) repealed by 1995, c. 3, subsec. 31(1), applicable to taxation 
years that begin after February 22, 1994. The definition formerly 
read; amo dst 
“eligible real property loss” of a trust has the meaning that 
would be assigned by the definition of that expression in sub- 
section 110.6(1) if the reference’ in-that definition to “non- 
qualifying real property” were read as “non-qualifying real 
property as defined in subsection 108(1)”; 
The definition “eligible real property loss” in subsec. 108(1) substi- 
tuted by 1994, c. 21, subsec. 48(1),, applicable to 1992 et seq. That 
definition formerly read: 


“eligible real property loss” of a trust has the meaning as- 
signed by subsection 110.6(1); 


The definition “eligible real property loss” added by 1994, c. 7, Sch. 
VIII’ (1993, c. 24), subsec. 44(2), applicable to 1992 et seq. 


“eligible taxable capital gains” of a personal trust 
for a taxation year means the lesser of 


(a) its annual gains limit (within the meaning as- 
signed by subsection 110.6(1)) for the year, and 


(b) the amount determined by the formula 


A-B 
where ; 


A is its cumulative gains limit (within the mean- 
ing assigned by subsection 110.6(1)) at the 
end of the year, and_ | 

B is the total of all amounts designated under 
subsection 104(21.2). by, the trust in respect of 
beneficiaries for taxation years before that 
year; 

Related Provisions: 257 — Formula cannot calculate to less than 
zero. 

History: The definition “eligible taxable capital gains” in subsec. 
108(1) amended by 1995, c. 3, subsec. 31(2), applicable to taxation 
years that begin after February 22, 1994. The definition formerly 
read: ¥ : 

“eligible taxable capital gains” of a trust for a taxation year 

means the lesser of 
(a) its annual gains limit for the year (within the meaning 
that would be assigned by the definition of that expres- 
sion in subsection 110.6(1) if the reference in that defini- 
tion to “non-qualifying real property” were read as “non- 
qualifying real property as defined in subsection 
108(1))”, and 
(b) the amount determined by the formula 


A=B 
where 


A. is its cumulative gains limit at the end of the year 
(within the meaning that would be assigned by the 
definition of that expression in subsection 110.6(1) if 
the reference in that definition to “non-qualifying 
real property” were read as “non-qualifying real 
property as defined in subsection 108(1))”, and 


B is the total of all amounts designated under subsec- 
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tion 104(21.2) by the trust in respect of beneficiaries 
in taxation years before that year; 


The definition “eligible taxable capital gains” in subsec. 108(1) sub- 
stituted by 1994, c. 21, subsec. 48(1), ‘applicable to 1992 et seq. 
That definition formerly read: 


“eligible taxable capital gains” of a trust for a taxation year 
means the. lesser of 


(a) the annual gains limit (within the meaning assigned 
by. the. definition of that expression .in subsection 
110,.6(1)) of the trust for the year, and 


(b) the amount ‘determined by the formula 


A-B 
where 
A is the cumulative gains limit (within the meaning as- 
signed by the definition of that expression in subsec- 
tion 110.6(1) if that definition were read without ref- 


erence to paragraph (c) thereof) of the trust at the end 
of the year, and 


B.. the total of all amounts each of which is an amount 
designated by the trust under subsection 104(21.2) in 
respect of a beneficiary in a taxation ne preceding 
that year; 


Pre-RSC History: The definition “eligible taxable vi iia gains” 
was. para. L08(1){d. 2D). 


Para. 108(1)(d. 2) added by 1986, c. g, SCR 53(2), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


Forms: T3 Sched. 3: Calculation of a trust’s eligible taxable sae 
gains. 


“excluded property” at a particular time means a 
share of the capital stock of a non-resident-owned in- 
vestment corporation if, on the first day of the first 
taxation year of the corporation that ends at or after 
the particular time, the’ corporation does not own 
property referred to in any of ~— clauses 
115(1)(b)(v)(A) to-(D); paaigie! 


History: The definition “excluded property” added by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec.44(2), aealne bie after February 11, 
1991, 


“income interest” of a taxpayer in a trust means a 
right (whether immediate or future and whether ab- 
solute or contingent) of the taxpayer as a beneficiary 
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under a personal trust to, or to receive, all or any part | 


of the income of the trust; 


Related Provisions: 108(3)— Meaning of “income” of. trust; 


248(1)‘income interest” — Definition applies to entire Act. 


Pre-RSC History: The definition 
108(1)(e). 


“income interest” 


Fara: 108(1)(e) amended by 1988, c. 55, Dakar 75(5), to substinual 


“a personal trust” for “a trust referred to in subparagraph (c)(i)”, 
applicable in respect of interests created or materially altered after 
January 31, 1987 that were acquired after 10 p.m. EST, February 6, 
1987. 


Para. 108(1)(e) amended to substitute “under a trust referred to in 


subparagraph (c)(i) to” for “under the trust to”, by 1987, c. 46, sub- | 
secs. 37(1), (2), applicable in respect of interests created or materi- 


ally altered after January 31, 1987 that were acquired after 10 p.m. 
EST, February 6, 1987. 


Interpretation Bulletins: IT-385R2: Disposition of an income 
interest in a trust. 


“inter vivos trust’? means a trust other than a testa- 


mentary trust; 


Related Provisions: 143(1) — Communal religious congregation’ 
deemed to be inter vivos trust; 143.1(1)(a) — Amateur athletes’ re-. 
serve fund deemed to be inter vivos trust; 146.1(11) — RESP. 


deemed to be inter vivos trust for certain purposes; 149(5) — Ex- 
ception re investment income of certain clubs; 207.6(1) — Retire- 
ment compensation arrangement deemed to be inter. vivos trust; 
248(1)“inter vivos trust” — Definition applies to entire Act. 
Pre-RSC History: The definition “inter vivos trust” was para. 
108(1)(f). 


‘“non-qualifying real property” — [Repealed] 
History: The definition “non-qualifying real property” in subsec. 
108(1) repealed by 1995, c. 3, subsec. 31(1), applicable to taxation 
years that begin after February 22, 1994. The definition formerly 
read: 
“non-qualifying real property” : 
(a) of a trust that is a personal trust has the meaning as- 
signed by subsection 110.6(1), and 


(b) of a trust that is not a personal trust has the meaning 
assigned by subsection 131(6); 


The definition “non-qualifying real property” in ‘subsec. 108(1) ad- 
ded by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 44(2), applicable 
to 1992. et seq. 


*“‘pre-1972 spousal trust” at a baricnlas, ti time means 
a trust that was 


(a) created by the will of a taxpayer who died 


before 1972, or 


(b) created before June 18, 1971 by a ARGIEF 


during the taxpayer’s lifetime 


that, throughout the period beginning at the time it 
was created and ending at the earliest of January 1, 
1993, the day on which the taxpayer’s spouse died 
and the particular time, was a trust under which the 
taxpayer’s spouse was entitled to receive all of the 
income of the trust that arose before the spouse’s 
death, unless a person other than the spouse received 
or otherwise obtained the use of any of the income or 
capital of the trust before the end of that period; 

Related Provisions: 104(4)(a.1) — Deemed disposition by a 


trust; 104(15) — Preferred beneficiary’s share; 104(15)(a) — Allo- 
cable amount for preferred beneficiary election; 108(3) — Meaning 
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of “income” of trust; 108(4)— Trust not disqualified by reason 
only of payment of certain duties and taxes; 248(9,1) — Whether 
trust created by taxpayer’s will; 252(3), (4). — Extended meaning of 
“spouse” and “former spouse”. a 


History: The definition’ “pre-1972 spousal trust” in subsec. 108(1) 
added by 1994, c..7, Sch., VIII (1993, ¢. 24), subse. 44(2), applica- 
ble after February 11,,1991.. . Agent’ 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gain- to ‘beneficiaries. 


“preferred beneficiary” under a trust for a particu- | 


lar taxation year of the trust means an individual. 


_ (a), who is resident in Canada and a: beneficiary 
_under the trust at the end of the particular: year, 


“(b) in respect of whom paragraphs’ 118.3(1)(a) to 
“(b) apply for the individual’s taxation ‘year in 
which the particular year ends, and © 9" 


_ (c), who is. Bey Hane 
(i) the settlor of the trust, 
(ii) the spouse or former spouse of the settlor 
of the trust, or : 


MRI 


(iii) a child, grandchild or great grandchild of 
~ the settlor of the trust, or the spouse of any 
~ such person; - Pol 


Related Provisions: 104(14) — Preferred beneficiary election; 
252(4) — Extended meaning of “spouse”. 

History: The definition “preferred beneficiary” in subsec. 108(1) 
amended by 1996, c. 21, subsec. 19(2), applicable to trust taxation 


S. 108(1) set 


years that begin after 1995, The, definition formerly read: 


“preferred beneficiary” under any trust means an individual 
resident in Canada who is a beneficiary under the trust and is 


(a) the settlor of the trust, 


. (b) the spouse or former spouse of the settlor of the trust, 
or 


(c) achild, grandchild or great grandchild of the settlor of 
the trust; or the spouse of any such person; 


Pre-RSC History: The definition “preferred beneficiary” was 


para: 108(1)(g). rubra! 


Interpretation Bulletins: IT-374: Meaning ‘of “settlor”; IT- 
381R3: Trusts — capital gains and losses and the flow-through of 


‘taxable gains to beneficiaries; IT-394R: Preferred beneficiary 


election. 


“qualified farm property” of an individual has the 


‘meaning assigned by subsection | 10.6(1);_ 


Pre-RSC History: The definition “qualified farm property” ae 


_ para. 108(1)(g.1). ; 


Para. 108(1)(g.1) added by 1988, c. 55, subsec. 76(6), applicable to 
LOBB. ef8seg.),%:) MBOTIOVO, gh 


“qualified small business corporation share” of an 
individual ‘has the meaning assigned by’ subsection 
110'6G1)Y te | 

Pre-RSC History: The definition “qualified small business corpo- 


ration share” was para.108(1)(g.2). 


Para. 108(1)(g.2) added by 1988, c.55, subsec. 76(6), applicable to 
1988, et seq. + of is a ae 


“settlor”, | 
__ (a) in. relation to a testamentary trust, means the 
individual referred to in the definition ““testamen- 
tary trust’ in this subsection, and 
(b) in relation to an inter vivos trust, | 


(i) if the trust was created by the transfer, as- 

signment or other disposition of property 
thereto (in this paragraph referred to as prop- 
erty “contributed’”) by not more than one indi- 
vidual and the fair market value of such of the 
property of the trust as was contributed by the 
individual at the time of the creation of the 
trust or at any subsequent time exceeds the 
fair market value of such of the property of 
the trust as was contributed by any other’ per- 
son or persons at any subsequent time (such 
fair market values being determined at the 
time of the making of any such contribution), 
means that individual, and 


(di) if the trust was created by the contribution 
of property thereto jointly by an individual 
and the individual’s spouse and by no other 
person and the fair market value of such of the 
property of the trust as was contributed by 
them at the time of the creation of the trust or 
at any subsequent time exceeds the fair mar- 
ket value of such of the property of the trust as 
_ was contributed by any other person or per- 
sons at any subsequent time (such fair market 
values being determined at the time of the 
making of any such contribution), means that 
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individual and the spouse; 
Related Provisions: 104(5.6) — Designated contributor. 


Pre-RSC History: The definition was para. 108(1)(h). 
See Table of Concordance. 


Interpretation Bulletins: IT-374: Meaning of “settlor’; IT-394R: 
Preferred beneficiary election. 


“settlor” 


“testamentary trust” in a taxation year means a 
trust or estate that arose on and as a consequence of 
the death of an individual (including a trust referred 
to in subsection 248(9.1)), other than 


(a) a trust created by a person other than the 
individual, 


(b) a trust created after November 12, 1981 if, 
before the end of the taxation year, property has 


been contributed to the trust otherwise than by an_ 


individual on or after the individual’s death and 


as a consequence thereof, and 
(c) a trust created before November 13, 1981 if 


(i) after June 28, 1982 property has been con- 
tributed to the trust otherwise than by an indi- 
vidual on or after the individual’s death and as 
a consequence thereof, or 


(ii) before the end of the taxation year, the to- 
tal fair market value of the property owned by 
the trust that was contributed to the trust oth- 
erwise than by an individual on or after the in- 
dividual’s death and as a consequence thereof 
and the property owned by the trust that was 
substituted for such property exceeds the total 
fair market value of the property owned by the 
trust that was contributed by an individual on 
or after the individual’s death and as a conse- 
quence thereof and the property owned by the 
trust that was substituted for such. property, 
and for the purposes of this paragraph the fair 
market value of any property shall be deter- 
mined as at the time it was acquired by the 
trust; and 

Related Provisions: 210.1(a) — Part XII.2 does not apply to 


testamentary trust; 248(1)“testamentary trust” — Definition applies 
to entire. Act; 248(8) — Occurrences as a consequence of death. 


History: The opening words of the definition “testamentary trust” 
in subsec. 108(1) substituted by 1994, c. 21, subsec. 48(4), applica- 
ble to 1990 er seg. The opening words of that definition formerly 
read: 


“testamentary trust” in a taxation year means a trust or estate 
that arose upon and in consequence of the death of an individ- 
ual (including a trust referred to in subsection 70(6.1)), other 
than 


Pre-RSC History: The definition “testamentary trust” was para. 
108(1)(i). See Table of Concordance. 


Subparas. 108(1)(i)(ii) and (iii) amended by 1985, c. 45, subsec. 
52(1), to substitute the words “by an individual on or after his death 
and as a consequence thereof” for “by an individual on his death” 
wherever they appeared, applicable to taxation years commencing 
after November 12, 1981. 


Para. 108(1)(i) substituted by 1980-81-82-83, c. 140, subsec. 63(2), 
applicable to taxation years commencing after November 12, 1981. 
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Para. 108(1)(i) formerly read: 


(i) “testamentary trust” means a trust or estate that arose upon 
the death of an individual and in consequence of his death, 
but for greater certainty does not include any such trust that 
was created by any person other than that individual; and 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


“trust” includes an inter vivos trust and a testamen- 
tary trust but in subsections 104(4), (5), (5.2), (12), 
(13.1), (13.2), (14) and (15) and sections 105 to 107 
does not include 


(a) an amateur athlete trust, an employee trust, a 
trust described in paragraph 149(1)(0.4) or a trust 
governed by a deferred profit sharing plan, an 
employee benefit plan, an employees profit shar- 
ing plan, a foreign retirement arrangement, a reg- 
istered education savings plan, a registered pen- 
sion plan, a registered retirement income fund, a 
registered retirement savings plan or a registered 
supplementary unemployment benefit plan, 


(b) a related segregated fund trust (within the 
meaning assigned by section 138.1), 


(c) an inter vivos trust deemed by subsection 
143(1) to exist in respect of a congregation that is 
a constituent part of a religious organization, 


(d) an RCA trust (within the meaning assigned by 
subsection 207.5(1)), 


(e) a trust each of the beneficiaries under which 
was at all times after it was created a trust re- 
ferred to in paragraph (a), (b) or (d) or a person 
who is a beneficiary of the trust only because of 
being a beneficiary under a trust referred to in 
-any of those paragraphs, or 


(e.1) a trust governed by an eligible funeral 
arrangement, 


and, in subsections 104(4), (5), (5.2), (12), (14) and 
(15), does not include 


(f) a unit trust, or 
(g) a trust (other than a trust described in para- 
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graph 104(4)(a), a trust that has elected under 
subsection 104(5.3), ora trust that, in its return of 
income under this Part for its first taxation year 

_ ending after 1992, has elected that this subpara- 
graph not apply) all interests in which have 
vested indefeasibly and no interest in which may 
become effective in the future. 


Related Provisions: 104(1)— Reference to trust or estate; 
146.1(1)‘‘trust” — RESPs — Meaning of “trust”; 210.1(d) — Trusts 
not subject to Part XII.2 tax; 233:2(4) — Reporting requirement re 
transfers to foreign trust; 233.6(1) — Reporting requirement re dis- 
tributions from foreign trust; 248(1)“trust” — Definition outside 
subdiv. k is that in 104(1); 248(3) — Deemed trusts in Quebec; 
948(9.2) — Meaning of “vested indefeasibly”. 


History: Para. (e.1) added to the definition “trust” in subsec, 108(1) 
by 1995, c. 21, s. 61, applicable to 1993 et seq. 


The preamble to the definition “trust” amended by. 1994, c..7, Sch. 
VIII (1993, c. 24), subsec. 44(4), applicable to 1993 et seq. That 
portion formerly read: 


“trust” includes an inter vivos trust and a testamentary trust 
but, in subsections 104(4), (5), (5.2), (12), (14) and (15), does 
not include a unit trust and, in subsections 104(4), (5), (5.2), 
(12), (13.1), (13.2), (14) and (15) and sections 105 to 107, 
does not include 


Para. (a) of “trust” amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 44(5), applicable to 1988 et seq. except that, in its applica- 
tion to the 1988 and 1989 taxation years, the para. shall be read 
without reference to the expression “a foreign retirement arrange- 
ment”. Para: (a) formerly read: 


(a) a trust governed by a registered pension plan, a foreign 
retirement arrangement, an employees profit sharing plan, a 
registered supplementary unemployment benefit plan, a regis- 
tered retirement savings plan, a deferred profit sharing plan, a 
registered education savings plan, a registered retirement in- 
come fund, an employee benefit plan, an employee trust or a 
trust described in paragraph 149(1)(0.4), 


Paras. (e) and (g) of “trust” added and the portion between those 
paras. moved from the preamble by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 44(6), applicable to 1993 et seq: 


Para. (a) of “trust” amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 77(2), to add “‘a foreign retirement arrangement”, applicable 
to 1990 et seq. 


Pre-RSC History: The definition, “trust” was para. 108(1)(j); 
paras. (a) to (e) of the definition were subparas. (j)(ii) to (vi), and 
paras. (f) and (g) were subparas. (j)(i) and (i.1). 
Subpara. 108(1)(j)Gi) amended by 1990, c. 35, s. 29, to substitute 
“pension plan” for “pension fund or plan”, applicable after 1985. 


That portion of para. 108(1)(j) preceding subpara. (ii) substituted by 
1988, c. 55, subsec. 75(7), applicable to taxation years of trusts 
commencing after 1987. That portion formerly read: 


(j) “trust”? — “trust” includes an inter vivos trust and a testa- 
mentary trust but, in subsections 104(4), (5), (12), (14) and 
(15) and sections 105. to 107, does not include ty 


(i) a unit trust, 


Subpara. 108(1)(j)(ii) amended by 1987, c. 46, subsec. 37(3), to 
substitute “an employee trust, or a trust described in paragraph 
149(1)(0.4)” for “an employee trust”, applicable to 1987 et seq. 


Subpara. 108(1)(j)(v) added by 1987, c. 46, subsec. 37(4), applica- 
ble after October 8, 1986. 


Subpara. 108(1)(j)(Gii) amended by 1986, c. 6, subsec. 53(3) to sub- 
stitute “a registered education savings plan” for “a registered educa- 
tion savings plan, a registered home ownership savings plan”, appli- 
cable to 1986 et seq. 


S. 108(2)(b)(ii)(A) 


Subpara. 108(1)(j)(ii) substituted by 1980-81-82-83, c. 48, s. 56, to 
add reference to “an employee benefit plan or employee trust,” ap- 
plicable to 1980 et seq. 


Subpara. 108(1)G)Gi) substituted by 1977-78, c. 32, subsec. 25(1), 
to add “or a registered retirement income fund”. 


Subparas. 108(1)G)(ili), Gv) added by 1977-78, c. 1, subsec. 50(2), 
applicable, as to subpara. (iii), to 1978 et seq., as to subpara. (iv), to 
1977 et seq. 


Subpara. 108(1)(j)Gi) substituted by 1974-75-76, c. 26, subsec. 
67(3), applicable to 1972 et seq. re registered education savings 
plans and 1974 et seq. re registered home ownership savings plans. 
Subpara. 108(1)(@)(ii) formerly read: : 


(ii) a trust governed by a registered pension fund or plan, an 
employees profit sharing plan, a registered supplementary un- 
employment benefit plan, a registered retirement savings plan 
or a deferred profit sharing plan. 


Interpretation Bulletins: IT-394R: Preferred beneficiary elec- 
tion: IT-449R: Meaning of “vested indefeasibly”; IT-502: Employee 
benefit plans and employee trusts. 


(2) Where trust is a unit trust — For the pur- 
poses of this Act, a trust is a unit trust at any particu-. 
lar time if, at that time, it was an inter vivos trust the 
interest of each beneficiary under which was de- 
scribed by reference to units of the trust, and 


(a) the issued units of the trust included 


(i) units having conditions attached thereto 
‘that included conditions requiring the trust to 
accept, at the demand of the holder thereof 
and at prices determined and payable in accor- 
dance with the conditions, the surrender of the 
units, or fractions or parts thereof, that are 
fully paid, or 


(ii) units qualified in accordance with pre- 
scribed conditions relating to the redemption 
of the units by the trust, 


and the fair market value of such of the units as 
had conditions attached thereto. that included such 
conditions or as were.so qualified, as the case 
may. be, was not less than 95% of the fair market 
value of all of the issued units. of the. trust (such 
fair market. values being determined ,without re- 
gard to any voting rights attaching to units of the 
trust), or 


(b) throughout the taxation year in which the par- 
ticular time occurred 


(i) it was resident in Canada, 
(ii) its only undertaking was 


(A) the investing of its funds in property 
(other than real property), 

(B) the acquiring, holding, maintaining, 
improving, leasing or managing of any real 
property that is capital property of the 
trust, or 
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(iv) not less than 95% of its income (deter- | 
mined without reference to subséctions — 
49(2.1) and 104(6)) for the year was derived 
from, or from the disposition of, investments — 
described in subparagraph (iii), and 
(v) not more than 10% of its property con- 
sisted of bonds, securities or shares in the cap. 
ital stock of any one corporation or debtor 
other than Her Majesty in right of Canada or a 

_ province or a Canadian municipality, diy 


and, where the trust would not be a unit trust at 
the particular time if subparagraph (iii) were read 
without reference to the words “real property sit!” 

uated in Canada”, the units of the trust are listed 
at any time in the year or in the following taxa- 
tion year on a prescribed stock exchange’ in 
Canada. 


(C) any combination of the activities de- 
scribed in clauses (A) and (B), 


(iii) at least 80% of its property consisted of 
any combination of shares, bonds, mortgages, 
marketable securities, cash, real property situ- 
ated in Canada or rights to or interests in any 
rental or royalty computed by reference to the 
amount or value of production from a natural 
accumulation of petroleum or natural gas in 
Canada, from an oil or gas well in Canada or 
from a mineral resource in Canada, 


Related Provisions: 132(6)— Meaning of “mutual and sists 
248(1)“unit trust” — Definition applies to entire Act. 


History: Para. 108(2)(b) amended by 1995, c. 21, s. 66;. elena 
to 1994 et seq. Para. (b) formerly read: 


(b) throughout the taxation year in which the particular time 
occurred it complied with the following conditions: 


(1) it was resident in Canada, 


(ii) its only undertaking was the pg of funds of Pes 
trust, 


(ili) at least 80% of its property throughout the year con- 
sisted of shares, bonds, mortgages, marketable securities, ©’ 
cash or rights to or interests in any rental or royalty com- 
puted by reference to.the amount or value of production , 
from. a natural accumulation of petroleum or.natural gas 
in Canada, from an oil or gas well in Canada or from.a 
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mineral resource in Canada, 


(iv) not less than 95% of its income’ (determined without 
- ‘reference to subsections 49(2.1) and 104(6)) for the year 
was: derived from, or from dispositions’ of, investments 
described in subparagraph (iii), KVM 
(y) at.no time in the year did more than) 10% of its prop- 
erty, consist of, shares, bonds or securities of any one cor- 
poration or debtor other than Her Majesty in right of 
Canada or a province or a Canadian municipality, and 


(vi) where there were prescribed for the purposes of this 
subparagraph conditions relating to the number) of unit 
- holders, dispersal of ownership of its units or public trad- 
ing of its units, all holdings: of and transactions in. its 
. units accorded with those conditions. 
Subpara. 108(2)(b)(iv) amended by 1994, c..7, Sch, IT (1991, c. 49), 
subsec. 77(3), to add “(determined without reference to subsections 
49(2.1) and 104(6))”, applicable to 1990 et seq. 


Pre-RSC History: Subpara. 108(2)(b)(iii) amended. by 1986, c. 6, 
subsec. 31(2), applicable to taxation years ending after March 1985, 
to substitute “marketable securities, cash or rights” for “marketable 
securities, or. cash, or of rights”, to add “from a natural accumula- 
tion of petroleum or natural gas in Canada’, and to substitute “oil or: 
gas well.in Canada” for “oil or gas well”.and ‘“‘mineral resource. in 
Canada” for “mineral resource situated in Canada”. 


Subpara. 108(2)(b)(vi) substituted by 1973-74, c. 14, subsec. 33(2), 
applicable to 1972’ et seq. 

Regulations: 3200 (prescribed. stock exchange); not. yet amended 
to apply for purposes of 108(2)(b)), 


|.T. Technical News: No. 6 (mutual funds trading — meaning of 
“investing its funds in property” in 108(2)(b)(4i)(A)). 


(3) Income of a trust in certain provisions — 
For the purposes of the definitiom “income interest” 
in subsection (1), the income of a trust is its income 
computed without reference to the provisions of this 
Act and, for the purposes of the definition “pre-1972 
spousal trust” in subsection (1)‘and paragraphs 
70(6)(b) and (6:1)(b), 73(1)(c) and 104(4)(a), the in- 
come of a trust is its income computed without refer- 
ence to the provisions of this.Act, minus any divi- 
dends included therein 


(a) that are amounts not included by reason of 
section 83 in computing the income of the trust 
for the purposes of the other provisions of this 
Act; 


(b) that are described in subsection 131(1); or 


(c) to which subsection 131(1) applies by reason 
of subsection 130(2). | 


Related Provisions: 108(5) — Interpretation. 


History: That portion of subsec. 108(3) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 44(7), appli- 
cable to 1991et seg. That portion formerly read: 


(3) Income of a trust in certain provisions — For the pur- 
poses of the definition “income interest” in subsection (1), the 
income of a trust is its income computed without reference to 
the provisions of this Act and, for the purposes of subpara- 
graphs 70(6)(b)(i), 73(1)(c)(i) and 104(4)(a)Gii),: the income 
of a trust is its income computed without reference to the pro- 
visions of this Act, minus any dividends included therein 


Pre-RSC History: Subsec. 108(3)' substituted by 1988, c. 5D; 
subsec. 75(8), applicable with respect to dividends paid after 4 p.m. 


S. 108(4) 


EDST, September 25, 1987. Subsec. 108(3) formerly read: 


(3) Meaning of “income” of trust— For the purposes of 
subparagraphs 70(6)(b)(ji), 73(1)(c)G) and. 104(4)(a)(iii),: the 
income of a trust is its income computed without reference to 
the provisions of this Act, minus, any dividends otherwise in- 
cluded therein that are described in section. 83 or subsection 
131(1) or to which subsection 131(1) applies by virtue of sub- 
section 130(2), and, for the purposes, of paragraph 108(1)(e), 
the income of a trust.is its income computed without refer- 
ence. to the provisions of this Act, 


' Subséc. 108(3) substituted by 1977-78, ¢. 32, subsec. 25(2), applica- 
ble to 1978 et seq: Subsec. 108(3) formerly read: 
(3) For the purposes of subparagraph 70(6)(b)(i), paragraph 
'73(1)(a) and-subparagraph 104(4)(a)(iii), the income ofa trust 
is its income computed without reference to the provisions of 
this Act, minus any dividends otherwise included therein that 
are described in section 83 or subsection 131(1) or to: which 
subsection 131(1) applies: by virtue of subsection 130(2), and, 
for the purposes of paragraph 108 (1)(e), the income of a trust 
is its income computed without reference. to the provisions of 
) this Act. 
Subsec, 108(3) substituted by 1977-78, c. 1, subsec. 50(3), applica- 
ble with respect to any trust the spouse who was the beneficiary of 
which died after May 25, 1976, to substitute “104(4)(a)(iii)””. for 
“104(4)(a)i)”. | sant | 
' Subsec. 108(3) substituted by 1974-75-76, c. 26, subsec. 67(4), ap- 
plicable to 1972 et seq. 
Subsec. 108(3) substituted by 1973-74, c. 14, subsec. 33(3), applica- 
ble to 1972 et seq. 
Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-385R2: Disposition of an income interest in a trust. 


(4) Trust not disqualified — For the purposes of 
the definition “pre-1972, spousal trust” in subsection 
(1) and subparagraphs 70(6)(b)Gi) and (6.1)(b)Qi), 
73(1)(c)Gii) and 104(4)(a)(iv), where a trust was cre- 
ated by a taxpayer whether by the taxpayer's will or 
otherwise, a person, other than the taxpayer’s 
spouse, shall be deemed not to have received or oth- 
erwise obtained or to be entitled to receive or other- 
wise obtain the use of any income or capital of the 
trust solely because of the payment, or provision for 
payment, as the case may be, by the trust OP He 


(a) any estate, legacy, succession or inheritance 
duty payable, in consequence of the taxpayer’s 
death, in respect of any property of, or interest in, 
the, trust; or 


(b) any income or profits tax payable by the trust 
in respect of any income of the trust. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death; 248(9.1) — Whether trust created by taxpayer’s will; 
252(4) — Extended meaning of “spouse”. 


History: That portion of subsec. 108(4) preceding para. (a) 


amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 44(8), appli- 
cable to 1991 et seg. That portion formerly read: 


(4) Trust not disqualified by reason only.of payment of 
certain duties and taxes — For greater certainty, for the 
purposes of subparagraphs 70(6)(b)(ii), 73(1)(c)(ii) and 
104(4)(a)Gv), where a trust has been created by a taxpayer 
whether by the taxpayer’s will or otherwise, a person, other 
than the taxpayer’s spouse, shall be deemed not to have re- 
ceived or otherwisé obtained or to be entitled to receive or 
otherwise obtain the use of any of the income or capital of the 
trust, by reason only of the payment, or provision for pay- 
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ment, by the trust of 


Pre-RSC History: All that portion of subsec. 108(4) preceding 
para. (a) substituted by 1977-78, c: 32, subsec. 25(3), applicable to 
1978 et seq. That portion formerly read: 


(4) For greater certainty, for the purposes of subparagraph 
70(6)(b)(ii), paragraph 73(1)(b) and subparagraph 
104(4)(a)(iv), where a trust has been created by a taxpayer 
whether by his will or otherwise, a person, other than the tax- 
payer’s spouse, shall be deemed not to have received or oth- 
erwise obtained or to be entitled to receive or otherwise ob- 
tain the use of any of the income or capital of the trust, by 
reason only of the payment, or provision for payment, as the 
case may be, by the trust of. 


All that portion of subsec. 108(4) preceding para: (a) substituted by 
1977-78, c. 1, subsec. 50(3), applicable with respect to any trust the 
spouse who was the beneficiary of which died after May 25, 1976, 
to substitute “104(4)(a)(iv)” for “104(4)(a)(ii)”. 

Subsec. 108(4) added by 1973-74, c. 14, subsec. 33(4), applicable to 
19°7/2-er-seq. °** 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


(5) Interpretation — Except as otherwise hoe 


in this Part, 


(a) an amount included in computing the income 
for a taxation year of a beneficiary of a trust 
under subsection 104(13) or (14) or section 105 
shall be deemed to be income of the beneficiary 
for the year from a property that is an interest in 
the trust and not from any other source, and 


(b) an amount deductible in computing the 
amount that would, but for subsections 104(6) 
and (12), be the income of a trust for a taxation 
year shall not be deducted by a beneficiary of the 
trust in computing the beneficiary’ s income for a 
taxation year, 


but, for greater certainty, nothing in this subsection 
shall affect,the application of subsection 56(4.1). and 
sections 74.1 to.75. of this Act and section 74 of.the 
Income Tax Act, chapter 148 of the Revised niatutes 
of Canada, 1952. 


Related Provisions; 3 — Calculation of iaconte 129(4) —.“CGa- 
nadian investment income” and “foreign investment income” 
defined. 


Pre-RSC History: That portion of subsec. 108(5) following para. 
(b) amended by 1988, c..55, subsec. 75(9), to substitute “subsection 
56(4.1) and sections 74 to 75” for “sections 74 to'75”, applicable to 
1989 et seq. 


All that portion of subsec. 108(5) following para, (b) amended by 
1986, c. 6, subsec. 53(4), applicable after May 21, 1985, to substi- 


tute “sections 74 to 75” for “subsections 74(1) and (2) and 75(1) 


and (2)”. 


Subsec. 108(5) added by 1980-81-82-83, c. 140, subsec. 63(3), ap- 
plicable with respect to amounts included or deductible, as the case 
may be, in computing the income of a taxpayer for taxation years 
commencing after November 12, 1981. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-243R4: Dividend refund: to private 
corporations. 


(6) Variation of trusts — For the purposes of sub- 
sections 104(4), (5) and (5.2), where at any time the 
terms of a trust are varied, the trust shall at and after 
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that time be deemed to be the same trust as, and a | 


continuation of, the trust immediately before that | 
time, but, for greater certainty, nothing in this sub- 
section affects the Ap Asuame ste of paragraph © 


104(4)(a.1). 


History: Subsec. 108(6) added by 1994, c.'7, Sch. VIII (1993, ¢. 
24), subsec. 44(9), applicable to variations occurring after February 
hy 1991: 


Definitions [s. 108]: “amateur athlete trust” — 143.1(1)(a), 
248(1); “amount” — 248(1); “beneficiary” — 108(1); “Canada” — 
255; “capital interest” — 108(1), 248(1); “capital property” — 54, 
248(1); “ ; “corporation” — 248(1), 
Interpretation Act 35(1); “cost amount” — 108(1), 248(1); “created 
by the taxpayer’s will” — 248(9:1); “deferred profit sharing 
plan” — 147(1), 248(1); “dividend” — 248(1); “eligible capital 
property” — 54, 248(1); “eligible funeral arrangement” — 148.1(1), 
248(1); “employee benefit plan”, “employee trust” — 248(1); “es- 


tate” — 104(1), 248(1); “employees profit sharing plan” — 144(1), 


248(1); “foreign retirement’ arrangement” — 248(1); “income of 
beneficiary” — 108(5); “income of trust” — 108(3); “income inter- 
est” — 108(1), 248(1); “individual” — 248(1); “inter vivos trust” — 
108(1), 248(1); “oil or gas well”, “person”, “personal trust” — 
248(1); “pre-1972 spousal trust” — 108(1); “prescribed”, “prop- 
erty” — 248(1); “registered education savings plan” — 146.1(1), 
248(1); “registered pension plan” — 248(1); “registered retirement 
income fund” — 146.3(1), 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “registered supplementary unemployment 
benefit plan” — 145(1), 248(1); “resident in Canada” — 250; “re- 
tirement compensation arrangement”, “share” — 248(1); 
“spouse” — 252(3), (4)(a); “taxation year” — 104(23)(a), 249: 
“taxpayer” — 248(1); 
“trust” — 104(1), 108(1), 248(1),. (3); 
248(1); “vested indefeasibly” — 248(9.2). 


“unit trust” 


Division C — Computation of 
Taxable Income 


109. [Repealed under foatnes Act] 


Pre-RSC History: S. 109 repealed by 1988, c. 55, s. 76, applicable 
to 1988 et seq. (See.s. 118.) S. 109 formerly read: 


109. (1) Deductions permitted by individuals — For the 
purpose of computing the taxable income of an individual for 
a taxation year, there may be deducted such of the following 
amounts as are applicable: 


(a) married status — in the case of an individual who, 
during the year, was a married person who supported ns 
spouse, an amount equal to the Rag ni: of 


(i) $1,600, and 


(ii) $1,400 less the amount, if any, by which the 

spouse’s income for the year or, where the individual 

was living apart from his spouse at the end of the 

year by reason of a breakdown of their marriage, the 

spouse’s income for the year while married, exceeds. 
$200; 


(b) wholly dependent persons — in the case of an indi- 
vidual not entitled to a deduction under paragraph (a) 
who, during the year, 


(i) was ary unmarried person or a married person who 
neither supported nor lived with his spouse and was 
not supported by his spouse, and 


(ii) whether by himself or jointly with one or more 
other persons maintained a self-contained domestic 
establishment (in which the individual lived) and ac- 
tually supported therein a person who, during the 
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year, was 
(A) except in the'‘case of a child of the individ- 
ual, resident in Canada, 


(B) wholly dependent for support on the tax- 
payer, or the taxpayer and such person or pet- 
sons, as’ the, case may be, and 4 aay 


(C) connected, by. blood relationship, marriage: 


or adoption; with the taxpayer, or the taxpayer 


and such person or persons, as the case may be, 


an amount equal to the aggregate of 
“Gii) $1,600, and if 
(iv) $1,400 less the amount, if any, by, which the in- 


come for the year of the dependent person exceeds 
$200; PRES 


(c) single status — in the case of an individual not enti- 
tled to a deduction under paragraph (a) or (b), $1,600; 


(d) dependants — for each dependant of the individual 
for the year, an amount equal to, if 


(i) if the dependant has’ not attained the age of i8 
_years. before the end of the year, the amount, if any, 
by which 
(A) 12 times the family allowance payable for a 
month in the year under subsection ;3(1), of the 
Family. Allowances Act, 1973.1n. respect of a 
child 


exceeds . 


(B) ¥2 of the amount, if any, by which the in- 
come forthe year of the’ dependant exceeds the 
amount by which $1,600 exceeds: twice the 
amount determined under clause (A).for the 
year; and 


(ii) if the dependant has attained the age of 18 years 
before the end of the year, 
(A) in the case of a person dependent on the in- 
dividual by reason of mental or physical infir- 
mity, $550 less the amount, if any, by which the 
income forthe year of the dependant: exceeds 
$1,050, and: * m1} 
.(B) in any ‘other case, the’ amount, if any, by 
which ‘22 
(I) twice the amount determined under 
clause (i)(A) for the year 


exceeds 


(IL). ¥2 of the amount, if any, by which the 
income for the year of the dependant ex- 
ceeds.the amount by which $1,600, exceeds 
twice the amount determined under sub- 
clause (1) for the year, 
but not exceeding, where the dependant is, in re- 
spect of the individual or his spouse, a person re- 
ferred to .in subparagraph (6)(b)(iii)or (iv), the 
amounts expended by the, individual during the 
year for the support of that dependant; 


(e), (f), (g) [Repealed] st 
(h) over 65 years — in the case of an individual, who, 
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(b) where a taxpayer is entitled to’a deduction under that 
paragraph in respect of any person described therein 
neither the taxpayer nor any other taxpayer is entitled to a 
deduction under paragraph (1)(d) in respect of that per- 
son; and rfl 


(c) no more than one taxpayer is entitled to a deduction 
under that paragraph in respect of the same person or the 
same domestic establishment, and in the event of failure 
on the part of two or more taxpayers otherwise entitled to 
a deduction under that paragraph to agree: as to the tax- 
payer by whom the deduction may be made, no deduc- 
tion thereunder may be made by either or any of them. 


(3) [Repealed] 


(4) Alimony and maintenance cases — Where a taxpayer 


is entitled to a deduction in computing his income for a taxa- 


tion year under paragraph 60(b), (c) or (c.1) im respect of a 
payment for the maintenance of a spouse or child, the spouse 
or child shall, for the purposes of this section, be deemed not 
to be the spouse or child of the taxpayer. 


(5) Partial dependency — Where more than one taxpayer 


is, in respect of a taxation year, entitled to deduct an amount 


under paragraph (1)(d) in respect of the same. dependant, the 
aggregate of all amounts deductible for the year by those tax- 
payers in respect of that dependant shall not exceed the maxi- 
mum amount that would be deductible under that paragraph 
for the year by any one of those taxpayers in respect of that 
dependant if that taxpayer were the only taxpayer entitled to 
deduct an amount under that paragraph in respect of that de- 
pendant and. where the taxpayers cannot agree as to what por- 
tion of the amount each can deduct, the Minister may, fix the 
portions. ) 


(6) “Dependant” defined — For the purposes of paragraph 
(1)(d) and subsection (5), “dependant” of an individual for a 
taxation year means a person who, during the year, was 


(a) dependent upon the individual for support; 

(b) in respect of the individual or his-spouse, 
(i) his child or grandchild, 
Gi) his niece or nephew, if resident in Canada, 
(iii) his brother or sister, if resident in Canada, or 


(iv) his parent, grandparent, aunt or uncle, if resident 
in Canada; and 


(c) either 
(i) under 21 years of age, or 
(ii) 21 years of age or over and © 


(A) dependent by reason of mental ‘or physical 
infirmity, or 

(B) a person referred to’ in paragraphi (b) (other 
than subparagraph: (iv) thereof):in full-time at- 
tendance at a school or university. 


Subpara. 109(1)(a)(ii) substituted by 1986, c..55, s. 30, applicable to 
1986 et seq. Subpara. 109(1)(a)Gi) formerly read: 


(ii) $1,400 less the amount, if any, by which the spouse’s in- 
come for the year while married exceeds $200; 


Subparas. 109(1)(a)Gi) and (b)(iv) amended by 1986, c. 6, subsecs. 
54(1) and (2), applicable to 1986 et seq.,:to substitute “$200” for 
“$300”; para. (d) substituted for paras. (d) to (g), by 1986, c. 6, sub- 
sec. 54(3), applicable to 1986 et seq., except that para. 109(1)(d) 
was to apply as follows to the 1986, 1987 and 1988 taxation years: 
(a) clause 109(1)(d)G)(A) shall be read: 

(A) for a taxation year ending in 


(1) 1986, $710, 


before the end of the year, has attained the age of 65 
years, $1,000; and 


(i) [Repealed] 
(2) Limitation — For the purpose of a deduction under para- 
graph (1)(b), the following rules apply: 


(a) no deduction may be made under that paragraph by 
any taxpayer in respect of more than one person, 
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(ID) 1987, $560, and 
(Ill) 1988, $470; 
(b) subclause 109(1)(d)(ii)(B)(1) shall be read: 
(I) for a taxation year ending in 
1. 1986, $1,420, 
2. 1987, $1,200, and 
3. 1988, $1,000. 
Paras. (d) to (g) formerly read: 


(d) children — for each child or grandchild of the individual 
who, during the year, was dependent upon him for Hae 
and was 


(i) under 21. years of age, 


(ii) 21. years of age or over and dependent by réason of 
mental or physical infirmity, or 


(iii) 21 years of age or over and in full-time attendance at 
a school or university, 


an amount equal to 


(iv) if the child or grandchild has not attained the age of 
18 years before the end of the year, $710 less '/ of the 
amount, if any, by which the income for the year of the 
child or grandchild, as the case may be, exceeds $2,350, 
and 


(vy) in any other case, $550 less the amount, if any, by 
which the income for the year of the child or grandchild, 
as the case may be, exceeds $1,150; 


(e) niece or nephew — for each niece or nephew-of the in- 
dividual or his spouse who, during the year, resided in Can- 
ada, was dependent upon the individual for support and was a 
person described in subparagraph (d)(i), (ii) or (iii), an 
amount equal to, 


(i) if. the niece or nephew has not attained the age of 18 
years before the end of the year, $710 less '2 of the 
amount, if any, by which the income for the year of the 
niece or nephew, as the case may be, exceeds $2,350, and 


(ii) in any other case, $550 less ‘the amount, if any, by 
which. the income for the year of the niece or nephew, as 
the case may be, exceeds $1,150; 


(f) other dependants — an amount expended by the indi- 
vidual during the year for the support of a person who, during 
the year, was resident in Canada, was dependent upon the in- 
dividual for support and was 


(i) his parent or grandparent and dependent by reason of 
mental or physical infirmity, 


(ii) his brother or sister 
(A) under 21 years of age, 


(B) 21 years of age or over and dependent by reason 
of mental or physical infirmity, or 


(C) 21 years of age or over and in full-time attend- 
ance at a school or university, 


not exceeding an amount equal to, 


(iii) if the person has not attained the age of 18 years 
before the end of the year, $710 less 2 of the amount, if 
any, by which the income for the year of the person ex- 
ceeds $2,350, and 


(iv) in any other case, $550 less the amount, if any, by” 


which the income for the year of the person exceeds 
$1,150; 


(g) aunt or uncle — an amount expended by the individual 
during the year for the support of a person who, during the 
year, was the aunt or uncle of the individual or of the individ- 
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ual’s spouse and was 
(i) resident in Canada, and 


(ii) dependent upon the individual for support by reason 
of mental or physical infirmity, 


not exceeding $550 less the amount, if any, by which the in- 
come for the year of the person exceeds $1,150; 


Para. 109(2)(b) amended by 1986, c..6, subsec. 54(4), applicable to 
1986 et seq., to substitute “described therein” for “therein de- 
scribed” and “paragraph (1)(d)” for “paragraph (1)(d), (e), (f) or 
(ay. 

Subsec. 109(5) amended by 1986, c. 6, subsec. 54(5), applicable to 
1986 et seq., to substitute “paragraph (1)(d)” for “any of paragraphs 
(1)(d), (e), (f) and (g)” and that paragraph” for “any one of those 
paragraphs”. ~ 

Subsec. 109(6) added by 1986, c. 6, subsec. 54(6), applicable to 
1986 et seq. 


All that portion of para. 109(1)(d) preceding subpara. (i), and all 
that portion of para. 109(1)(e) preceding subpara. (i) amended by 
1985, c. 45, subsecs. 53(1), (2) to substitute “was dependent upon” 
for “was wholly dependent upon”, applicable to 1985 et seq. 


Subsec. 109(3) repealed by 1985, c. 45, subsec. 53(3), applicable to 
1985 et seq. Subsec. 109(3) formerly read: 


(3) Dependent child — For the purpose of the deduction for 
a child under paragraph (1)(d), it shall be assumed, unless the 
contrary is established, that an illegitimate child was wholly 
dependent on his mother and that any other child was wholly 
dependent on his father. 


Subsec. 109(5) substituted by 1985, c. 45, subsec. 53(4), applicable 
to 1985 et seg. Subsec. 109(5) formerly read: 


(5) Partial dependency — Where more than one taxpayer 
is, in respect of a taxation year, entitled to deduct an amount 
under paragraph (1)(f) or (g) in respect of the same depen- 
dant, no more than the amount determined thereunder in re- 
spect of the dependant for the year is deductible in respect of 
the dependant, and where the taxpayers cannot agree as to 
what portion of the amount each can deduct, the Minister may 
fix the portions. 


Para. 109(1)(e) substituted by 1984, c. 45, subsec. 34(1), applicable 
to 1984 et seq. Para. 109(1)(e) formerly read: 


(e) niece or nephew — for each niece or nephew of the in- 
dividual or his spouse, who, during the year, resided in Can- 
ada, was wholly dependent upon the individual for support 
and was a person described in subparagraph (d)(i), (ii) or (iii), 
if, during the year, 


(i) the mother of the niece or nephew, as the case may be, 
was living apart from, and was separated pursuant to a 
divorce, judicial separation or written separation agree- 
ment from, her husband or former husband and was not 
in receipt of any amount as alimony or other allowance 
payable on a periodic basis for the maintenance of the 
niece or nephew, 


(ii) the father of the niece or nephew, as the case may be, 
was physically or mentally infirm, or 


(iii) the father of the niece or nephew, as the case may be, 
was deceased and the mother was not remarried, 
an amount equal to, 

(iv) if the niece or nephew has not attained the age of 18 
years before the end of the year, $710 less '/ of the 
amount, if any, by which the income for the year of the 
niece or nephew, as the case may be, exceeds $2,350, and 
(v) in any other case, $550 less the amount; if any, by 
which the income for the year of the niece or nephew, as 
the case may be, exceeds $1,150; 


Subsec. 109(4) substituted by 1984, c. 45, subsec. 34(2), to add ref- 
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erence to para. 60(c.1), applicable to payments made in 1984 et seq. 


All that portion of subsec. 109(1) preceding para. (a), subparas. 
109(1)(d)(iv), (e)(iv) and (f)(iii) substituted by 1984, c. 1, subsecs. 
48(1) to (4), to substitute “$710” for “$300” and “$2,350” for 
“$1,100” in subparas. 109(1)(d)(iv), (e)(iv) and (f)Gii), applicable to 


4984 et seq. All that portion of subsec. 109(1) preceding para. (a), | 


as substituted, applicable 'to 1983 et seg. That portion formerly read: 


109. (1) Deductions permitted by. individuals — For the 
purpose of computing the taxable income of an individual for 
a taxation year, there may be deducted from his income for 
the year such of the following amounts as are applicable: 


Subpara. 109(1)(b) (ii) substituted by 1980-81-82-83, c. 140, subsec. 
64(1), applicable to 1982 et seq. Subpara. 109(1)(b)Gi) formerly 
read: 
(ii) whether by himself or jointly with one or more other per- 
sons, maintained a self-contained domestic establishment, (in 
which the individual lived) and actually supported. therein a 
person who, during the year, was 


» (A) wholly: dependent for support upon, and 


‘(B) connected, by blood relationship, marriage or adop- 
tion, with ~ 
the taxpayer, or the taxpayer and such one or more other per- 
sons, as the case may be, 


All that portion of para. 109(1)(f) preceding subpara. (i) substituted 
by 1980-81-82-83, c. 140, subsec. 64(2), to add reference to the 
words “was resident in Canada,” applicable to 1982 et seq. 


Subparas. 109(1)(d)(iv), (e)(iv), (f)(iii) substituted by 1978-79, c. 5, 
s. 1, to’substitute in each case “18 years” for “16 years”, applicable 
to 1979 et seq., except that for the 1979 taxation year the reference 
to “18” shall be read as a reference to “17”. 


Subpara. 109(1)(b)(i) substituted, para. 109(1)(i) repealed by 1976- 
71, c. 4, s. 42, applicable (as to subpara. 109(1)(b)(i)) to 1975 et 
seq., and (as to para. 109(1)(i)) to 1976 et seg. Subpara. 
109(1)(b)(i), para. 109(1)G) formerly read: 
(i) was an unmarried person or a married person who did 
not support or live with his spouse and was not supported 
by his. spouse, and 
(i) where the taxpayer’s spouse has, before the end of the 
year, attained the age of 65 years, the amount by which 
$1,000 exceeds the ‘spouse’s income for the year minus all 
amounts deductible under this section otherwise than by vir- 
tue of paragraph (h). at 2 
Para. 109(1)(i)'added by 1974-75-76, c. 26, s. 68, applicable to 1975 
et seq. 
Subparas. 109(1)(a)G), (i), (b)(iii), (iv), para. 109(1)(c), subparas. 
109(1)(d)(iv), (v), (e)(iv), (v), (Gi), Gv), and all that portion of 
para. 109(1)(g) following subpara. (ii) substituted by: 1973-74, c. 30, 
‘subsecs. 11(1)—(7), applicable to 1973 et seq. These provisions for- 
merly read: 


(i) $1,500, and it'DS 


(ii) $1,350 less the amount, if any, by which the spouse’s - 
income for the year while married exceeds $2505); 


(iii) $1,500, and 


(iv) $1,350 less the amount, if any, by which the income 
for the year of the dependent person exceeds $250; 


in the case of an individual not entitled to a deduction under 
paragraph (a) or (b), $1,500; 


(iv) if the child or grandchild has not attained the age of 
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16 years before the end of the year, $300 less Y2 of the 
_ amount, if any, by which the income for, the year of,the 

child or grandchild, as the case may be, exceeds $1,000, 
. and 


(v) in any other case, $550 less the amount, if any, by 
which the income for the year of the child or grandchild, 
as the case. may, be, exceeds $1,050; 


ce eee 


(iv) if the niece or nephew has not attained the age of 16 
years before the end of the year, $300 less "/ of the 
amount, if any, by which the income for the year of the 
niece or nephew, as the case may be, exceeds $1,000, and 


(v) in any other case, $550, less the amount, if any, by 
which the income for the year of the niece or nephew, as 
“the case may be, exceeds $1,050; ~ 


(iii) if the person has not attained the age of 16 years 
before the end of the year, $300 less '/2 of the amount, if 
any, by which the income for the year of the person ex- 
ceeds $1,000, and ids 


(iv) in any other case, $550 less the amount, if any, by 
which the income for the year of the person exceeds 
$1,050; 


not exceeding $550 less the amount, if any, by. which the in- 
come for the year of the person exceeds $1,050; and 


Para. 109(1)(h) substituted by 1973-74, c. 14,.s. 34, applicable to 
1972 et seq. 


110. (1) Deductions permitted — For’ the pur- 
pose of computing the taxable income of a taxpayer 
for a taxation year, there may be deducted such of 
the following amounts as are applicable: 

Pre-RSC History: That portion of subsec. 110(1) preceding para. 


(a) substituted by 1984, c. 1, subsec. 49(1), applicable to 1983. et 
seq. That portion formerly read: 


110. (1) Other deductions permitted — For the purpose of 
computing the taxable income of-a taxpayer for a taxation 
year, there may be deducted from his income for the year 
such of the following amounts as are applicable: 


(a) [Repealed under former Act] 


Pre-RSC History: Para. 1 10(1)(a) repealed by 1988, c. 55, subsec. 
71(1), applicable.to 1988 et seq. (See. ss. 118.1.and 110.1.) Para. 
110(1)(a) formerly read: 


(a) charitable gifts — the aggregate of gifts made by the tax- 
payer in the year (and in the 5 immediately preceding taxa- 
tion years to the extent of the amount thereof that was not 
deducted in computing the taxable income of the taxpayer. for 
any preceding taxation year) to 


“(i) registered charities, 

(ii) registered Canadian amateur athletic associations, 
(iii) housing corporations resident in Canada and exempt 
from tax under this Part by paragraph 149(1)(), 

(iv) Canadian municipalities, 

(v) the United Nations or agencies thereof, 

(vi) universities outside Canada prescribed to-be universi- 


ties the student body’ of which ordinarily includes, stu- 
dents. from Canada, and 
(vii) charitable organizations outside Canada to which 


Her Majesty in right of Canada has made a gift during the 
taxpayer’s taxation year or the 12 months immediately 


867 


S. 110(1)(a) 


preceding that taxation year, 


not exceeding 20% of the income of the taxpayer for the year 
computed without reference to subsection 137(2), if payment 
of the amounts given is proven by filing receipts with the 
Minister that contain prescribed information;, 


All that portion of para. 110(1)(a) preceding subpara. (i) amended 
by 1985, c. 45, subsec. 54(1), to substitute the heading “charitable 
gifts” for “charitable donations” and to substitute “deducted in com- 
puting” for “deductible in computing”, applicable to 1984 et seg. 
except that gifts made by a taxpayer in a taxation year before 1984 
in which the taxpayer claimed a deduction under para. 110(1)(d) 
shall be considered to have been deducted in that taxation year. 


All that portion of para. 110(1)(a) preceding subpara. (i), substituted 
by 1980-81-82-83, c. 140, subsec. 65(1), to substitute “the five im- 
mediately preceding taxation years” for “the immediately preceding 
year” and to substitute “not deductible in computing the taxable in- 
come of the taxpayer for any preceding taxation year” for “not de- 
ductible under this Act in computing the taxable income of the tax- 
payer for that immediately preceding year”. Para: 110(1)(a) 
applicable with respect to gifts made in the 1981 and subsequent 
taxation years. 


All that portion of para. 110(1)(a) following subpara. (vii) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 57(1), applicable with re- 
spect to gifts made after 1979, except that in its application to taxa- 
tion years ending before October 29, 1980, it shall be read without 
the reference therein to “computed without reference to pubeecuon 
137(2)”. That portion formerly read: 


not exceeding 20% of the income of the taxpayer for the year, 
if payment of the amounts given is proven by filing receipts 
with the Minister that, in the case of a donation to a registered 
charity or registered Canadian amateur amar association, 

contain prescribed information; 1 


“Registered charity(ies)” substituted for srepistred € Canadian chari- 
table organization(s)” in para. °110(1)(a) by 1976-77, c. 4, s. 87 and 
Schedule II, applicable to 1977 et seq. 


(b)-(b.1) [Repealed under former Act] 


Pre-RSC History: Paras. 110(1)(b), (b.1) repealed by 1988, c. 55, 
subsec. 77(1), applicable to 1988 et seg. Paras. 110(1)(b); (b.1) for- 
merly read: 


(b) gifts to Her Majesty — the aggregate of gifts made by 
the taxpayer in the year (and in the 5 immediately preceding 
taxation years, to the extent of the amount thereof that was 
not deducted in computing the taxable income of the taxpayer 
for any preceding taxation year) to Her Majesty 1 in right of 
Canada and Her Majesty in right of the provinces, not ‘ex- 
ceeding the amount remaining, if any, when the amount de- 
ducted for the year under paragraph (a) is deducted from the 
income of the taxpayer for the year, if payment of the 
amounts given is proven by filing receipts with the Minister 
that contain prescribed information; 


(b.1) gifts to institutions — the aggregate of gifts of objects 
that the Canadian Cultural Property Export Review Board has 
determined meet all of the criteria set out in paragraphs 
23(3)(b) and (c) of the Cultural Property Export and Import 
Act, which gifts were not deducted under paragraph (a) or (b) 
and were made by the taxpayer in the year (and in the 5 im- 
mediately preceding taxation years, to the extent of the 
amount thereof that was not deducted under this Act in com- 
puting the taxable income of the taxpayer for any preceding 
taxation year) to institutions or public authorities in Canada 
that were, at the time the gifts were made, designated under 
subsection 26(2) of that Act either generally or for a purpose 
related to those objects, not exceeding the amount remaining, 
if any, when the amounts deducted for the year under 
paragraphs (a) and (b) are deducted from the income of the 
taxpayer for the year, if payment of the amounts given is 
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proven by filing receipts with the Minister that contain pre- 
_ scribed information; 


Paras. 110(1)(b), (b.1) amended by 1985, c. 45, subsec. 54(2), to 
substitute, in (b), “deducted in computing” for “deductible in com- 
puting” and “the amount deducted for the year” for “the amount de- 
ductible for the year”, and in (b.1), “deducted under this Act” for 
“deductible under this Act”, and “the amounts deducted for the 
year” for “the amounts deductible for the year”, applicable to 1984 
et seq. except that gifts made by a taxpayer in a taxation year before 
1984 in which the taxpayer claimed a deduction under’ para. 

110(1)(d) shall be considered to havé béen deducted in’ that taxation 
year. 


Paras. 110(1)(b), (b.1) substituted by 1980-8 1-82-83, c. 140, subsec, 
65(2), applicable with respect to gifts made in the 1981 and subse- 
quent taxation years. Paras. 110(1)(b) and (b.1) formerly read: 


(b) the aggregate of gifts made by the taxpayer in the year 
(and in the immediately preceding year, to the extent of the 
amount thereof that was not deductible under this Act in com- 
puting the taxable income of the taxpayer for that immedi- 
ately preceding: year) to Her Majesty in right of Canada and 
Her Majesty in right of the provinces, not exceeding the 
amount remaining, if any, when the amount deductible for the 
year under paragraph (a) is deducted from the income of the 
taxpayer for the year, if payment of the amounts given is 
proven by filing receipts with the Minister that contain pre- 
scribed information; 


(b.1) the aggregate of gifts and objects that the Canadian Cul- 
tural Property Export Review Board has determined meet all 
of the criteria set out in paragraphs 23(3)(b) and (c) of the 
Cultural. Property Export and Import Act, which gifts were 
not deducted under paragraph (a) or (b) and were made by the 
taxpayer in the year (and in the immediately preceding year, 
to the extent of the amount thereof that was not deductible 
under this Act in computing the taxable income of the tax- 
payer for that immediately preceding year) to institutions or 
public authorities in Canada that were, at the time the gifts 
were made, designated under subsection 26(2) of that Act ei- 
ther generally or for a purpose related to those objects, not 
exceeding the amount remaining, if any, when the amounts 
deductible for the year under paragraphs (a) and (b) are de- 
ducted from the income of the taxpayer for the year, if pay- 
ment of the amounts given is proven by filing receipts with 
the Minister that contain prescribed information; 


Paras. 110(1)(b), (b.1) substituted by 1980-81-82-83, c. 48, subsec. 
57(2), applicable with respect to gifts made after 1979, to add “that 
contain prescribed information”. 


Para. 110(1)(b.1) added by 1974-75-76, c..50, s. 50, in force from 
September 6, 1977. 


Selected Cases [para. 110(1)(b.1)]: Friedberg v. Canada, 
[1992] 1 C.T.C..1 (FCA); leave to appeal \to SCC refused [unre- 
ported] (July 2, 1992), Doc. 22990. (No deduction was permitted in 
respect of a gift where. taxpayer had no title to property when he 
donated it). 


(c) [Repealed under former Act] 


Pre-RSC History: Para: 110(1)(c) repealed by 1988, c. 55, subsec. 
77(1), applicable to 1988 et seg. (See s. 118.2.) Para. 110(1)(c) for- 
merly read: 


(c) medical expenses — an amount equal to that portion of 
medical expenses in excess of 3% of the taxpayer’s income 

- for the year paid either by the taxpayer or his legal 
representative, 


(i) in the event of the death of the taxpayer in the year, 
within any period of 24 months that included the day of 
death, or 


(ii) in any other case, within any period of 12 months 
ending in the year 
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if the amount was not included in the calculation of a deduc- 

tion for medical expenses under this Act for a preceding taxa- 
tion year, payment of the expenses is proven by filing receipts 
with the Minister and the payment was made . 


(iii) to a medical practitioner, dentist or nurse qualified to 
practise under the laws of the place where the expenses 
were incurred or a public or licensed private hospital in 
respect of a birth in the family of, illness of or operation 
on the taxpayer, his spouse or any dependant in respect of 
whom he may make a deduction from income under sec- 
tion 109 for the year in which the expense was incurred, 


(iv) as remuneration for one full-time attendant upon, or 
for the full-time care in a nursing home of, a person who 
is the taxpayer, his spouse or any such dependant and 
who has a severe and prolonged*mental or physical im- 
pairment that is certified as such in prescribed form by a 
medical doctor licensed to practise under the laws of a 
province of Canada or of the place where the person 
~ resides, 


(iv.1).as remuneration for one full-time, attendant upon an 
individual. who was the taxpayer, his, spouse or, any such 
dependant (which individual is. referred to in this subpar- 
agraph as the “cared-for person”) in a self-contained. do- 
mestic establishment in which the cared-for person lived, 
if pcp 
(A) the cared-for person is, and has been certified by 
a qualified medical practitioner to be, a person who, 
by reason of physical or mental infirmity, is and is 
likely to. be for a Jong-continued period of indefinite 
duration dependent on others for his personal needs 
and care and who, as a result thereof, requires a full- 
time attendant, 


(B) the attendant was not » 


(I) a person in respect of whom the taxpayer or 
the taxpayer’s spouse has made a deduction from 
income under section 109 for the taxation year in 
which the remuneration was paid, or 


(II) at the time the remuneration was paid, under 
21 years of age and connected with the taxpayer 
or the taxpayer’s spouse by blood relationship, 
marriage or. adoption, and 


(C) each receipt filed with the Minister to prove pay- 
ment of the remuneration contains the Social Insur- 
ance Number of the person who issued the. receipt, 


(v) for the full-time care in a nursing home’ of the tax- 
payer, his spouse or any ‘such dependant, who has been 
certified by a qualified medical practitioner to be a per- 
son who, by reason of lack of normal mental capacity, is 
and in the foreseeable future. will continue to be depen- 
dent on others for his personal needs. and care, 


(vi) for the care, or the care and training, at.a school, in- 
stitution or other place of the-taxpayer, his spouse or any 
such. dependant, who has been certified by an appropri- 
ately qualified person to be.an individual who, by, reason 
of a physical or mental handicap requires the equipment, 
facilities or personnel specially provided-by that school, 


institution or other place for the care, or the care and, 


training, of individuals suffering from the handicap suf- 
fered by that individual, 

(vii) [Repealed] ; ‘ 

(viii) for transportation by ambulance to or from a public 
or licensed private hospital for the taxpayer, his spouse or 
any such dependant, mh, oe 
(viii.1) to a person engaged in the business of ‘providing 
transportation services, to the’ extent. that the payment 
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-- was made for the transportation of 


(A) an individual who was the taxpayer, his spouse 
or any such dependant (which individual is referred 
to in this subparagraph as the “patient’”), and 


(B) one individual who accompanied the patient, 
“where the patient was, and has been certified by a 

qualified medical practitioner to be, incapable of 
' travelling without the assistance of an attendant, 


from the locality where the patient was dwelling to a 


place, not less than 40. kilometres from that locality, 
where medical services are normally provided, or from 
that place to that locality, if 


(C) substantially equivalent medical services were 
not available in that, locality, 


(D) the route; travelled by the patient was, having re- 
gard to the circumstances, a reasonably direct route, 
and 


(E) the patient travelled’to that place to obtain medi- 

-eal services for himself and it'was reasonable, having 
regard to the circumstances, for the patient’ to travel 
to that place to obtain those services, §> 


(viii.2) for reasonable travelling expenses incurred in re- 
spect of an individual who was a patient described in 
Clause (viii.1)(A) and one individual who was his attend- 
ant within the requirements of clause (viii.1)(B) to obtain 
medical services in a place that is not less than 80 
kilometres from the locality where the patient was dwell- 
ing if the circumstances described in clauses (viii.1)(C), 
(D) and (E) apply, ABR 

(ix) for or in respect of an artificial limb, iron lung, rock- 
ing bedfor poliomyelitis victims, wheel chair, crutches, 
spinal brace, brace for a limb, iliostomy or: colostomy 


‘pad, cloth diapers or disposable briefs used ‘by a person 


who is incontinent’ by reason of illness, injury or afflic- 
tion, truss for hernia, artificial eye, laryngeal ‘speaking 
aid, aid to hearing or artificial kidney machine for the 
taxpayer, his,spouse, or any such dependant, 


(x) for eye glasses or other devices for the treatment or 
correction. of a defect, of vision, for the taxpayer, his 
spouse or any. such. dependant as prescribed. by such a 
medical practitioner or an optometrist qualified to prac- 
tise under the laws of the place where the expenses, were 
incurred, 


- (xi) for an ‘oxygen’ tent or other equipment necessary to 


administer oxygen or for insulin, oxygen, liver extract. in- 
jectible for. pernicious anaemia or vitamin B12; for perni- 
cious anaemia, for use by the taxpayer, his spouse or any 
such dependant..as_ prescribed, by such a medical 
practitioner, 


(xi,1) on. behalf, of an individual who. was the taxpayer, 
his spouse or any such dependant, who was totally blind 
or profoundly deaf 


(A) for a dog trained to guide or assist a blind or deaf 
person provided by a person or organization one of 
whose main purposes is the training of such dogs, 


(B) for the.care and maintenance of.such a,dog, in- 
cluding food and veterinarian care, 


(C) for reasonable travelling expenses of the individ- 
ual incurred in travelling to and from a’school, insti- 
tution or other place that trains blind or deaf persons 
in the handling of such dogs, and 


© (D) for reasonable board and lodging expenses of the 
individual incurred ‘while he was°required to live 
away from his ordinary place of residence because 
‘he was in full-time attendance: at a school, institution 
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or other place that trains blind or deaf persons in the 
handling of such dogs, 


(xii) for any device or equipment, not described in any 
other subparagraph of this paragraph, of a prescribed 
kind, for use by the taxpayer, his spouse or any such de- 
pendant as prescribed by such a medical practitioner, 


(xiii) for drugs, medicaments or other preparations or 
substances (except those described in subparagraph (xi)) 
manufactured, sold or represented for use in the diagno- 
sis, treatment or prevention of a disease, disorder, abnor- 
mal physical state, or the symptoms thereof or in restor- 
ing, correcting or modifying an organic function, 
purchased for use by the taxpayer, his spouse or any such 
dependant as prescribed by such a medical practitioner or 
dentist and as recorded by a pharmacist licensed to prac- 
tise under the laws of the place where the expenses were 
incurred, 


(xiv) for laboratory, radiological or other diagnostic pro- 
cedures or services together with necessary interpreta- 
tions, for maintaining health, preventing diseases or as- 
sisting in the diagnosis. or treatment of any injury, illness 
or disability, for the taxpayer, his spouse or any such de- 
pendant as prescribed by such a medical practitioner or 
dentist, 


(xv) toa person authorized under the laws of a province 
to carry on the business of a dental mechanic, for the 
making or repairing of an upper or lower denture, or for 
the taking of impressions, bite registrations and insertions 
in respect of the making, producing, constructing and fur- 
nishing of an upper or lower denture, for the taxpayer, his 
spouse or any such dependant, or 


(xvi) as a premium, contribution or other consideration to 
a private health services plan in respect of one or more of 
the taxpayer, his spouse and any member of his house- 
hold with whom he is connected by blood relationship, 
marriage or adoption; 


Subpara. 110(1)(c)(iv) substituted by 1986, c. 55, subsec. 31(1), ap- 
plicable to 1986 et seg. Subpara. 110(1)(c)(iv) formerly read: 


(iv) as remuneration for one full-time attendant upon, or for 
the full-time care in a nursing home of, the taxpayer, his 
spouse or any such dependant who, on application made 
before the end of the immediately following taxation year, is 
certified by the Minister of National Health and Welfare as 
being a person who, during the year, has a severe and pro- 
longed mental or physical impairment, if a certificate issued 
under subparagraph (e)(i) to that effect is filed for the year, 


Subpara. 110(1)(c)(iv) substituted and subpara. 110(1)(c)(vii) re- 
pealed by 1986, c. 6, subsecs. 55(1) and (2), applicable to 1986 et 
seq. Subparas. 110(1)(c)(iv), (vii) formerly read: 


(iv) as remuneration for one full-time attendant upon, or for 
the full-time care in a nursing home of, the taxpayer, his 
spouse or any such dependant who was, throughout any 12- 
month period ending in the year, necessarily confined for a 
substantial period of time each day, by reason of illness, in- 
jury or affliction, to a bed or wheel chair, 


(vii) as remuneration for one full-time attendant upon the tax- 
payer, his spouse or any such dependant who was totally 
blind at any time in the taxation year and required the ser- 
vices of an attendant, 


All that portion of para. 110(1)(c) preceding subpara. (iii) substi- 
tuted; subpara. 110(1)(c)(v) amended to substitute “the taxpayer, his 
spouse or any such dependant who has been certified” for “any such 
dependant if the dependant is, and has been certified” and to substi- 
tute “mental capacity” for “mental development”; and all that por- 
tion of 110(1)(c) following subpara. 110(1)(c)(xiv) substituted by 
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1985, c. 45, subsecs. 54(3)—(5), applicable to 1985 et seq. 


That portion of para. 110(1)(c) preceding subpara. (iii) and that por. 
tion following subpara. (xiv) formerly read: 


an amount equal to that portion of medical expenses in excess 
of 3% of the taxpayer’s income for the year paid either by the 
taxpayer or his legal representatives 


(i) within a period of 12 months ending in the year and 
not included in the calculation of a deduction for medical 
expenses under this Act for a previous year, or 


(ii) in the event of the death of the taxpayer, within a pe- 
riod of 12 months commencing in the year and not in- 
cluded in the calculation of a deduction for medical ex- 
penses under this Act for a previous year 


if payment was made 


(xv) to a person. authorized under the laws of a province 
to carry on the business of a dental mechanic, for the 
making or repairing of an upper or lower denture, or for 
the taking of impressions, bite registrations and insertions 
in respect of the making, producing, constructing and fur- 
nishing of an upper or lower denture, 


if payment of the expenses is proven by filing receipts with 
the Minister; 


Subparas. 110(1)(c)(ix) and (xi.1) substituted by 1984, c. 45, sub- 
secs. 35(1), (2) to add “cloth diapers or disposable briefs used by a 
person who is incontinent by reason of illness, injury or affliction” 
in subpara. (ix); to add “or profoundly deaf” to that portion of sub- 
para. (xi.1) preceding cl. (A); to Substitute “guide or assist a blind or 
deaf person” for “guide a blind person” and to delete, following 
“training of such dogs”, the phrase “(in this subparagraph referred 
to as a guide dog)” from cl. (xi.1)(A); to add “or deaf” and to substi- 
tute “such” for “guide” in cls. (A)-(D), applicable to 1984 et seg. 


All that portion of subpara. 110(1)(c)(viii.1) following cl. (B) and 
preceding cl. (C) substituted by 1980-81-82-83, c. 140, subsec. 
65(3), to substitute “40 kilometres” for “25 miles”, applicable with 
respect to payments made after 1981. 


Subpara. 110(1)(c)(viii.2) added by 1980-81-82-83, c. 140, subsec. 
65(4), applicable to the 1982 and subsequent taxation years. 


Subpara. 110(1)(c)(iv) substituted by 1976-77, c. 4, subsec. 43(1), 
applicable to 1973 et seq. Subpara. 110(1)(c)(iv) formerly read: 


(iv) as remuneration for one full-time attendant upon, or for 
the full-time care in a nursing home of, the taxpayer, his 
spouse or any such dependant who was throughout the whole 
of a 12 months’ period ending in the taxation year necessarily 
confined by reason of illness, injury or affliction to a bed or 
wheel chair, 


Subpara. 110(1)(c)(vi) substituted, subpara. 110(1)(c)(xi.1) added 
by 1974-75-76, c. 26, subsecs. 69(1), (2), applicable to 1974 et seq. 
Subpara. 110(1)(c)(vi) formerly read: 


(vi) for the care, or the care and training of the taxpayer, his 
spouse or any such dependant in a school, institution or other 
place that is specially equipped to provide care and training to 
persons who are physically or mentally handicapped and that 
admits for care, or for care and training, only persons who are 
so handicapped, 


Subparas. 110(1)(c)(iv.1), (viii.1) added by 1973-74, c. 14, subsecs. 
35(1), (3), applicable to 1972 et seq. 


Selected Cases [para. 110(1)(c)]: Brown v. Canada, [1995] 1 
C.T.C. 208 (FCTD) (“Designed” can be read as meaning “in- 
tended”. Air conditioner deductible as medical expense). 
(d) employee stock options — where, after 
February 15, 1984, 


(i) a corporation has agreed to sell, issue or 
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“cause to be issued to the taxpayer a share of 
its capital stock or of the capital stock of an- 


other corporation with which it does not deal - 


at arm’s length, | 
(ii) the share was a prescribed share at the 


‘time of its sale or issue, as the case may be, 


or, where the taxpayer has disposed of rights 
under the agreement, the share would have 
“been a prescribed share if it were issued or 
“sold to the taxpayer at the time the taxpayer 
disposed of such rights, - Ae 


(iii) the amount payable by the taxpayer to ac- 
quire the share under the agreement. (deter- 


mined. without reference. to any, change in the | 
value of a currency of a country,,other than | 


Canada relative to.Canadian currency, during 


the period between the time. the,agreement 


was made andthe time the. share,,was  ac- 


quired) is not less than the amount by which 
(A) the fair market value of the share at the 


time the agreement was made 
exceeds 


(B) the amount, if any, paid by the tax- 
payer ‘to acquire® the right to’ acquire the 
share, Pe, ae By Sak 
or where the rights under the. agreement were 
acquired by the taxpayer as a result of one or 
more dispositions of rights to which subsec- 
‘tion 7(1.4) applied, the amount payable by the 
“taxpayer to acquire the old share under the 
original option (determined without reference 
to any change in the value of a currency of a 
country other than Canada relative .to Cana- 
dian currency during the period between the 
time the agreement was made andthe. time the 
share’ was acquired) that was disposed of in 
consideration for a new option in the first such 


disposition was not less than the amount by 


which 


(C) the fair market value of the old share at 

the time the agreement, in respect of, the 

original option was made 
exceeds . bru bolt 

(D)! the amount, if any, paid by the-tax- 
' payer to acquire the right to ‘acquire the old 

share, and 
(iv) at the time immediately after the agree- 
ment was made and, where the rights under 
the agreement were acquired. by the taxpayer 
as a result of one.or more. dispositions to 
which subsection 7(1.4) applied, at the time 
the agreement in respect of the original option 
was made and at the time immediately after 
each disposition, the taxpayer was dealing at 
arm’s length with the corporation, the other 
corporation and the corporation of which the 
taxpayer is an employee, 


S. 110(1)(d) 


an amount equal to '/ of the amount of the bene- 
fit deemed by subsection 7(1) to have been re- 
_ ceived by the taxpayer in the year in respect of 
“the share or the transfer or other disposition of 
the rights under the agreement, 


Related Provisions: 7(1.4)— Rules where options exchanged, 
7(2) — Shares held by trustee; 110(1)(d.1) — Alternative deduc- 
tion; 110(1.5) — Value of share under stock option; 111.1 — Order 
of applying provisions; 114.2 — Deductions in separate returns, 
127.52(1)(h) — Deduction disallowed for minimum tax purposes, 
164(6.1) — Exercise or disposition of employee stock option by le- 
gal representative of deceased employee. 


History: Subpara. 110(1)(d)(iii) substituted by 1994, c. 21, subsec. 
49(1), applicable to 1992 et ség. That subpara. formerly read: 


(iii) the amount payable by the taxpayer to acquire the share 
under the agreement is not less than the amount by which 


(A) the fair market value of the share at the time the 
agreement was, made 


exceeds 


(B) the amount, if any, paid by the taxpayer to acquire 
the right to acquire the share, 


or where the rights under the agreement were acquired by the 
taxpayer as a result of one or more dispositions of rights to 
which subsection 7(1.4) applied, the amount payable by the 
taxpayer.to acquire the old share under the original option 
that was disposed of in consideration for a new option in the 
first such disposition was not less than the amount by which 


(C) the fair market value of the old share at the time that 
the agreement in respect of the original option was made 


“exceeds 


(D) the amount, if any, paid by the taxpayer to acquire 
the right to acquire the old share, and 


Para. 110(1)(d) amended by 1994, c. 7, Sch- TI (1991; c.'49), subsec. 
78(1), to ‘substitute subparas. (i) to (iv), applicable to 1988 ef seq., 
except that, in the application of the para. with respect 'to' shares 
acquired or rights in respect of shares transferred or- otherwise dis- 
posed of before 1990, the reference therein to.“'/«” shall be read as 
“1/;”_ Subparas. (i) to (iv) formerly read: 


(i) a corporation has agreed to sell or issue to the taxpayer a 
share of its capital stock or the capital stock of another corpo- 
ration with which it does not deal at arm’s length, 


(ii) the sharé’was a prescribed share-at the time of its sale or 
issue, as the case may be, or, in circumstances where the tax- 
payer has disposed of the taxpayer’s rights under the agree- 
ment, the share would have been a prescribed share if it were 

“Yssued or sold to the taxpayer at the time the taxpayer dis- 
posed of his rights, 


(111) the amount payable by the taxpayer to acquire the share 
under the agreement is not less than the fair market value of 
the share at the time the agreement was made, and 


(iv) at the time immediately after the agreement was made the 
taxpayer was dealing at arm’s length with the corporation, the 
other corporation and the corporation of which the taxpayer is 
an employee, 


Pre-RSC History: That portion of para. 110(1)(d) following sub- 
para. (iv) amended by 1988, c. 55, subsec. 77(2), to substitute “'/4” 
for “one-half”, applicable in respect of shares acquired or rights in 
respect of shares transferred or otherwise disposed of after 1987, 
except that in applying para. 110(1)(d) to shares acquired or rights 
in respect of shares transferred or otherwise disposed of after 1987 
and before 1990, the reference therein to “1/4” shall be read as.a ref- 
erence to “‘'/3”. 


Subparas. 110(1)(d)(i), Gi) substituted by 1987, c. 46, subsec. 38(1), 
applicable in respect of shares of a corporation issued or sold, or 
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rights disposed of after May 22, 1985, other than shares issued 
before 1986 under the terms of an agreement in writing entered into 
before May 23, 1985. Subparas. 110(1)(d)(i), (ii) formerly read: 
(i) a corporation has agreed to sell or issue a share of its capi- 
tal stock, or of another corporation with which it does not 
deal at arm’s length, to the taxpayer, 
(ii) the share is a prescribed share at the time of its sale or 
issue, as the case may be, 
Subpara. 110(1)(d)(ii) substituted by 1986, c. 6, subsec. 55(3), ap- 
plicable in respect of shares of a corporation issued or sold, as the 
case may be, after May 22, 1985, other than shares issued before 
1986 under the terms of an agreement in writing entered into before 
May 23, 1985. Subpara. 110(1)(d)(ii) formerly read: 
(ii) the share is or would be a qualifying share if at the time of 
its sale or issue, as the case may be, subsection 192(6) were 


read without the words “taxable Canadian” and “after June 
30, 1983 and before 1987”, 


Para. 110(1)(d) added by 1984, c. 45, subsec. 35(3). 


Pre-RSC History [former para. 110(1)(d)]: Former para. 
110(1)(d) repealed by 1984, c. 1, subsec. 49(2), applicable to 1984 
et seq. Former para. 110(1)(d) read: 


(d) optional standard deduction — $100 in the case of a 
taxpayer who is an individual, but where a deduction is made 
under this paragraph in computing the taxable income of the 
taxpayer for a taxation year, 


(i) no deduction may be made under paragraph (a) of this 
subsection in respect of gifts made by him in that year in 

* computing his taxable income for that or a subsequent 
taxation year, and 


(ii) no deduction may be made under paragraph (c) of 
this subsection in computing his taxable income for that 
year; 
Regulations: 6204 (prescribed share). 
Interpretation Bulletins: IT-113R4: Benefits to employees — 


stock options; IT-151R4: Scientific research and experimental de- 
velopment expenditures. 


I.T. Technical News: No. 7 (stock options plans — receipt of 
cash in lieu of shares). 


(d.1) idem — where the taxpayer 


(i) is deemed, under paragraph 7(1)(a) by vir- 
tue of subsection 7(1.1), to have received a 
benefit in the year in respect of a share ac- 
quired by the taxpayer after May 22, 1985, 


(ii) has not disposed of the share (otherwise 
than as a consequence of the taxpayer’s death) 
or exchanged the share within two years after 
the date the taxpayer acquired it, and 


(iii) has not deducted an amount under para- 
graph (d) in respect of the benefit in comput- 
ing the taxpayer’s taxable income for the year, 


an amount equal to '/4 of the amount of the 
benefit; 


Related Provisions: 7(1.5)— Rules where shares exchanged; 
7(2) — Shares held by trustee; 110(1)(d) — Alternative deduction; 
111.1 — Order of applying provisions; 114.2 — Deductions in sep- 
arate returns; 127.52(1)(h) — Deduction disallowed for minimum 
tax purposes; 248(8) — Occurrences as a consequence of death. 


Pre-RSC History: That portion of para. 110(1)(d.1) following 
subpara. (iii) amended to substitute “4”. for “1/2” by 1988, c. 55, 
subsec. 77(3), applicable to shares disposed of or exchanged after 
1987 except that in applying the para. to shares disposed of before 
1990 the reference to “4” shall be read as “1/3”, 
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Para. 110(1)(d.1) added by 1986, c. 6, subsec. 55(4), applicable with 
respect to shares acquired after May 22, 1985. 


Interpretation Bulletins: IT-113R4: Benefits to employees — | 
stock options. | 


(d.2) prospector’s and_ grubstaker’s 
shares — where the taxpayer has, under para- 
graph 35(1)(d), included an amount in the tax- 
payer’s income for the year in respect of a share 
received after May 22, 1985, an amount equal to 
4 of that amount unless that amount is exempt 
from income tax in Canada by reason of a provi- 
sion contained in a tax convention or agreement 
with another country that has the force of law in 
Canada; 

Related Provisions: 111.1 — Order of applying provisions; 


114.2 — Deductions in separate returns; 127.52(1)(h) — Deduction 
disallowed for minimum tax purposes. 


Pre-RSC History: Para. 110(1)(d.2) amended to substitute “/,” 
for “'/2” and “by reason of” for “by virtue of’ by 1988, c. 55, subsec. 
71(4), applicable to’shares disposed of or exchanged after 1987 ex- 
cept that in applying the para. to shares disposed of or exchanged 
after 1987 and before 1990, the reference to “'/s” shall be read as 
i 

Para. 110(1)(d.2) added by 1986, c. 6, subsec. 55(4), applicable with 
respect to shares acquired after May 22, 1985. 


(d.3) employer’s shares [where election 
made re DPSP] — where the taxpayer has, 
under subsection 147(10.4), included an amount 
in computing the taxpayer’s income for the year, 
an amount equal to '/4 of that amount; 


Related Provisions: 111.1 — Order of applying provisions; 
114.2 — Deductions in separate returns; 127.52(1)(h) — Deduction 
disallowed for minimum tax purposes. 


Pre-RSC History: Para. 110(1)(d.3) amended by 1988, c. 55, 
subsec. 77(5), to substitute “4” for “/”, applicable to shares dis- 
posed of or exchanged after 1987, other than shares acquired on ter- 
minations of interests in deferred profit sharing plans occurring 
before May 24, 1985, except that in applying para. 110(1)(d.3) to 
shares disposed of or exchanged after 1987 and before 1990, the 
reference therein to “‘/s” shall be read as.a reference to “‘/”. 


Para. 110(1)(d.3) added by 1986, c. 6, subsec. 55(4), applicable (by 
subsec. 55(13) as amended by 1986, c. 55, s. 81) with respect to 
shares acquired on terminations of interests in DPSPs after May 23, 
1985. 


‘Interpretation Bulletins: IT-281R2: Elections ‘on single pay- 


ments from a deferred profit-sharing plan. 


(e) [Repealed under former Act] 


Pre-RSC History: Para. 110(1)(e) repealed by 1988, c. 55, subsec. 
77(6), applicable to 1988 et seq. (See s. 118.3.) Para. 110(1)(e) for- 
merly read: 


(e) mental or physical impairment — $2,860 if 


(i) the taxpayer has a severe and prolonged mental or 
physical impairment that has been certified as such in 
prescribed form by a medical doctor licensed to practise 
under the laws of a province of Canada or of the place 
where the taxpayer resides, 


(ii) the taxpayer has filed with the Minister the form pre- 
scribed for the purposes of subparagraph (i), and 


(iii) no amount in respect of remuneration for an attend- 
ant, or care in a nursing home, by reason of the mental or 
physical impairment of the taxpayer is included by the 
taxpayer or any other person in calculating a deduction 
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for medical expenses under this section for the year; 


Para. 110(1)(e) substituted by 1986, c. 55, subsec. 31(2), applicable 
to 1986 et seq. Para. 110(1)(e) formerly read: 3 
(e) mental or physical impairment — $1,000, if the 
taxpayer 
(i) is, on application made by him before the end of the 
immediately following taxation year, certified by the 
Minister-of National Health and Welfare as being a per- 
son who, during the year, has a severe and prolonged 
mental or physical impairment, — ' . 


(ii) has filed with the Minister a certificate issued by the 
Minister of National Health and Welfare under subpara- 
graph (i), and 
(iii) did not include any amount in respect of remunera- 
tion for an attendant, or care in a nursing home, by reason 
of his mental or physical impairment, in calculating a de- 
duction for medical expenses under this section for the 
year; o 
Para. 110(1)(e) substituted by 1986, c. 6, subsec. 55(5), applicable 
to 1986 et seg. Para. 110(1)(e) formerly read: 


(e) blind persons and persons confined to bed or wheel 
chair — $1,000, if the taxpayer 


(i) was totally blind at any time in the year, or was neces- 
sarily confined for a substantial period of time each day, 
by reason of illness, injury or affliction, to a bed or wheel 
chair throughout 


(A) any 12 month period ending in the year, or 


(B) a period that commenced ‘in the year and contin- 
ued to the end of the year where, in the opinion of a 
medical practitioner, the taxpayer is likely to be so > 
confined for a period of at least 12 months, and 


(ii) did not include any amount in respect of remunera- 
_ tion for an attendant, or care in a nursing home, by reason 
of his blindness, illness, injury’ or affliction in calculating 
a deduction for medical expenses under this section for 
the year; 
Subpara,. 110(1)(e)G) substituted by 1984, c. 45, subsec. 35(4), ap- 
plicable to 1984 et seq. Subpara. 110(1)(e)@) formerly read: 


_(i) was totally blind at any time in the year or was, throughout 
the whole of the year, necessarily confined, by reason of ll- 
ness, injury or affliction, to a bed or wheel chair, and 


Subpara. 110(1)(e)@) substituted by 1974-75-76, c. 26, subsec. 
69(3); applicable to 1973 et seq. Subpara. 110(1)(e)@) formerly 
read: 


(i) was totally blind at any time in the year or was, throughout 
any 12-month period ending in the year, necessarily confined 
for a substantial period of time each day, by reason of illness, 
injury or affliction, to a bed or. wheel chair, and 


All that portion of para. 110(1)(e) preceding subpara. (1) substituted 
by 1973-74, c. 14, subsec. 35(4), applicable to 1972 et seq. 


(e.1), (e.2) [Repealed under former Act] 
Pre-RSC History: Para. 110(1)(e.1) repealed by 1988, c. 55, sub- 
sec. 77(6), applicable to 1988 ef seq. Para, 110(1)(e.1) formerly 
read: 
(e.1) dependant having impairment — where the taxpayer 
has claimed, in respect of a person resident in Canada at any 
time in the year who was entitled to a deduction for the year 
under paragraph (e), a deduction under 
(i) paragraph 109(1)(b), or 
(ii) paragraph 109(1)(d), where that person was his child 
or grandchild, 
or could have claimed such a deduction had that person no 
income for the year and where no amount in respect of remu- 


S: 110(1)(e.1);' (e.2) 


neration for an attendant, or care in a nursing home, by reason 
of that person’s mental or physical impairment, has been de- 
ducted under this section for the year by the taxpayer or any 
other person, the amount, if any, by which $2,860 exceeds 
that person’s taxable income for the year (computed. before 
making any deduction under paragraph (e)); 


All that portion of para. 110(1)(e.1) following subpara. (ii) amended 
by 1986, c. 55, subsec. 31(3), to substitute “$2,860” for “$1,000”, 
applicable to 1986 et seq. 


Para. 110(1)(e.2) amended and renumbered as (e1) by 1986; .c. 6, 
subsec. 55(5); applicable’ to.1986 et seq. Former: para. 110(1)(e.2) 
read: 251 ) 


(¢.2) deduction transfer — the amount by which $1,000 ex- 
ceeds the taxable income for the year, computed before mak- 
ing any deduction under paragraph (e), of any person resident 
in Canada at any time in the year in respect of whom the tax- 
payer has claimed a deduction under paragraph 109(1)(b) or 
(d), or could have claimed such a deduction had that person 
had no income in the year, if the person was totally blind at 


(i) any 12 month period ending in the year, or 


(ii) a period that commenced in the year and continued to 

the end of the year where, in the opinion of a medical 
practitioner, the person is likely to be so confined for a 
period of at least 12 months, 


and no amount in respect of remuneration for an attendant, or 

care in a nursing home, by reason of the: person’s blindness, 

illness, injury or affliction has been deducted under this sec- 
* tion for the year by the taxpayer or any other person, 


All that portion of para. 110(1)(¢.2) following subpara. (ii) substi- 
tuted by 1985, c. 45, subsec. 54(6), applicable to 1985 et.seq. That 
portion formerly read: 


and neither the taxpayer nor-the person included any amount 
in respect of remuneration for an attendant, or care in a nurs- 
ing home, by reason of the person’s blindness, illness, injury 
‘or affliction in calculating a deduction for medical expenses 
under this section for the year; : 
Para. 110(1)(e.2) substituted by 1984, c. 45, subsec. 35(5), applica- 
ble to 1984 ef seg. Para. (e.2) formerly read: 


(e.2) wholly dependent child or other person blind or 
confined to bed or wheel chair, additional deduction — 
the amount by which $1,000 exceeds the taxable income for 
the year, computed before making any deductions under para- 
graph (e), of any person resident in Canada at any time in the 
year in respect of whom the taxpayer has claimed a deduction 
under paragraph 109(1)(b) or (d), or could have claimed such 
a deduction had that, person had no income in the taxation 
year, if the person was totally blind at any time in the year or 
was, throughout any 12-month period ending in the year, nec- 
essarily confined for a substantial period of time each day, by 
reason of illness, injury or affliction, to a bed or wheel chair, 
and neither the taxpayer nor the person included any amount 
in respect of remuneration for an attendant, or care in a nurs- 
ing home, by reason of the person’s blindness, illness, injury 
or affliction in calculating a deduction for medical expenses 
under this section for the year; 


Para. 110(1)(e.2) added. and para. 110(1)(e.1) repealed by 1976-77, 

c. 4, subsec. 43(2), applicable to 1976 et seq. Para. 110(1)(e.1) for- 

merly read: ee 
(e.1) taxpayer’s spouse blind or confined to bed or wheel 
chair: additional deduction — the amount by which $1,000 
exceeds the taxable income for the year of the taxpayer’s 
spouse computed before making any deductions under para- 
graph (e), if the spouse was totally blind: at any time in the 
year or was, throughout any 12-month period ending in the 
year, necessarily confined for a substantial period of time 
each day, by reason of illness, injury or affliction, to a bed or 
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wheel chair, and neither the taxpayer nor his spouse included 
any amount in respect of remuneration for an attendant, or 
care in a nursing home, by reason of the spouse’s blindness, 
illness, injury or affliction in calculating a deduction for.med- 
ical expenses under this section for the year; 


Para. 110(1)(e.1) substituted by 1974-75-76, c. 26, subsec. 69(4), 

applicable to 1973 et seq. Para. 110(1)(e.1) formerly read: 
(e.1) the amount by which $1,000 exceeds the taxable income 
for the year of the taxpayer’s spouse computed before making 
any deduction under paragraph (e), if the spouse was totally 
blind at any time in the-year or was, throughout the whole of: 
the year, necessarily confined, by reason of illness, injury or 
affliction, to a bed or wheel chair,,and neither the taxpayer 
nor his spouse included any amount in respect of remunera- 
tion for an attendant, or care in a nursing home, by reason of 
the spouse’s blindness, illness, injury or affliction in calculat- 
ing a deduction for medical expenses under this section for 
the year; 


Para. 110(1)(e.1) added by 1973-74, c: 14, subsec. 35(5), applidable 
to 1972 et seq. 


(f) deductions for payments any social 
assistance payment made on the basis of a means, 
needs or income test and included because of 
clause 56(1)(a)(i)(A) or paragraph 56(1)(u) in 
computing the taxpayer’ s income for the year or 
any amount that is 


(i) an amount exempt from income tax in Can- 
ada because of a provision contained in a tax 
convention or agreement with another country 
that has the force of law in Canada, 


(ii) compensation received under an employ- 


ees’ or workers’ compensation law of Canada | 


Or a province in respect of an injury, disability 
or death, except any such compensation re- 


ceived by a person as the employer or former | 


employer of the person in respect of whose in- 


jury, disability or death the compensation was © 


paid, 


(ii1) income from employment with a pre- 
scribed international organization, or 


(iv) the taxpayer’s income from employment 
with a prescribed international non-govern- 
mental organization, where the taxpayer 


(A) was. not, at any time in the year, a Ca- 
nadian citizen, 


(B) was a non-resident person immediately 
before beginning that SUEPAOY Rad in Can- 
ada, and 


(C) if the taxpayer is ivesident in’ Canada, 
became resident in Canada solely for the 
purpose of that employment, 


to the extent that it is included in computing the 
taxpayer’s income for the year; 


Related Provisions: 56(1)(u) — Social assistance payments: 
56(1)(v) — Workers’ compensation; 604). — Transfer of superan- 
nuation benefits; 81(1)(a) — Amounts not included — statutory ex- 
emption; 111.1 — Order of applying provisions; 114.2 == Deduc- 
tions in separate returns; 127.52(1)(h) — Applitation of deduction 
for minimum tax purposes; 146(1)‘earned income’’(c) — Income 
exempted by tax treaty is not earned income of a non-resident for 
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RRSP purposes; 153(1.1)— Application for reduced source with- 
holding. where amount is exempt. from tax under treaty. 


History: Subpara. 110(1)(f)(iv) added by 1994, c. 21, subsec, | 


49(3), applicable to 1993 et seq. 


— 


: 
/ 
} 
\ 


Subpara. 110(1)(f)(iii) added by 1994, c. 7, Sch. VIII (1993, c. 24), | 


s. 45, applicable to 1991 et:seg.. 


Para. 110(1)(f) substituted by 1994, ¢. 7, Sch. II (1991, c: 49), sub- 
sec. 78(2), applicable to axae et seq. Para. (f) formerly read: 


(f) any amount that is 


(i) an amount exempt from. income, tax in Canada by vir- 
tue of a provision contained in a tax convention or agree- 
ment with another country that has the force of law in 
Canada, 


(ii) compensation received under an employees’ or work- 
ers’ compensation. law of Canada or a province in respect 
of an injury, disability or death, except any such compen- 
sation received by a person as the employer or former 
employer of the person in respect of whose injury, disa- _ 
bility or death the compensation was paid, or . 


(iii) a social assistance payment made on the basis of a 
means, needs or income test by a registered charity or 
under a program (other than a prescribed program) pro- 
vided for by an Act of Parliament or a law of a province 
where the payment is received by the individual in re- 
spect of whom the social assistance was provided or by a 
person who, at the time the payment was made, resided 
with the individual; i 


Pre-RSC. History: Subpara; 110(1)(f)(iii) substituted by 1988, c. 
55, subsec. 1G), cegenmadeh to 1982 et seg. Subpara. (iii) formerly 
read: 


(iii) a social assistance payment made on the basis of a 
means, needs or income test by a registered charity or under a 
program (other than a prescribed program) provided for by an 
Act of the Parliamentof Canada or a law of a province, 


Para. 110(1)(f) substituted by 1980-81-82-83, c. 140, subsec. 65(5), 
applicable to 1982 et seg. Para. (f) formerly read: © 


(f) deduction for payments of supplement under Old Age 
Security Act— the amount of any supplement or spouse’s 
allowance under the Old Age Security Act or of any similar 
payment under a law of a province, in respect of which any 
amount has been included in computing the taxpayer’s in- 
come for the year by virtue of clause 56(1)(a)(i)(A); 


Para. 110(1)(f) substituted by 1974-75-76, c. 58, subsec. 12(2); ap- 
plicable to 1975 et seq., in force October 1, 1975. Para. (f) formerly 
read: 


(f) the amount of any supplement under the Old Age Security 
Act or of any similar payment under a law of a province, in 
respect of which any amount has been included in ‘computing 
the taxpayer’s income for the year by virtue of clause 


S6(1)(a)@(A); 


Selected Cases. [para. 110(1)(f)]:; Cai y. Canada, [1996] 3 
C.T.C. 2724 (TCC) (Taxpayer’s presence in Canada was more than 
just as student). 


Regulations: 232, 233 (information return); 3900(a) Coe 
international organization for 110(1)(f)(aii); 8900(b) (prescribed in- 
ternational non-governmental organization for 110(1)(f)(iv)). 


Interpretation Bulletins: IT-122R2: United States social security 
taxes and benefits; IT-202R2: Employees’ or workers’, compensa- 
tion; IT-499R: Superannuation or pension benefits; IT-528: Trans- 
fers of funds between registered plans. 


(g) [Repealed under former Act] : 


Pre-RSC History: Para. 110(1)(g) repealed by 1988, c: 55, subsec. 
7H(8), applicable to 1988 et seq. (See s..118.6.) Para. (g) formerly 
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read: 

(g) students —_ - $50 multiplied by the number of months in 
the year during which the taxpayer was a student in full-time 

attendance at a designated educational institution and enrolled 
ina qualifying educational program at that institution if such 
enrolment is proven by filing with the Minister a certificate in 
prescribed form issued’ by the designated educational: institu- 
tion and‘containing prescribed information and, in respect of 
a designated educational institution described in clause 
PGE: the student is enrolled in the program to obtain or 
improve his skills in an occupation; . 


Para. 110(1)(g) substitiited by 1980-81-82-83, c. 140, subsec. 6515), 
applicable to 1982 et seq. Para. (g) formerly read: =~ 


‘(g) $50 multiplied by the number of months in ‘the year dir-'* 
ing which the taxpayer was a student in full-time attendance - 
at a designated educational institution and enrolled in a quali~ 
fying educational program. at that institution if such enrol-. | 
ment is proven by filing with the Minister a certificate in pre- 
scribed form issued by the designated educational institution 
and containing prescribed information; A 


~ Para. 110(1)(g) substituted by 1976-77,.c. 4, subsec. 4303), sapplitat 
ble to 1976 et seg. except that the requirement that enrolment must 
be proved by filing with the Minister a certificate is applicable after 
December.31, 1976. Para. (g) formerly read: 


(g) $50 multiplied by the number of months in the year dur- 
ing“ which the taxpayer was a student in full-time attendance 
at a designated educational institution and enrolled i ina quali- 
fying educational program at that institution; and “+ © 


Para. 110(1)(g) added by 1973-74, c. 14, subsec. 35(6), applicable 
to 1972 et seq. 


(h) [Repealed under former Act] 


Pre-RSC History: Para. 110(1)(h) repealed by 1988, c. 55, subsec. 
178), applicable to 1988 et‘seq. Para. (h) formerly tead: 


(h) taxpayer supporting student — where the taxpayer was 
the supporting individual for the year in respect of a student 
who was 


(i) in full-time attendance at a designated educational in- 
stitution and enrolled in a qualifying os aay program 
at that institution, and ~ 


(ii) not an individual in respect of whom his spouse de- 
ducted an amount for that year under. section 109 or 
110.3, 


the amount by which, 


- (iii) $50 multiplied’by the number éf months in ‘the year 
during which the student was so in attendance and was so 
enrolled 


exceeds 


(iv) the amount, if any, of the ‘taxable income for the year 
of the student computed before making os deduction 
under paragraph (g), 


_if such enrolment is proven by filing with the Minister a cer- 
tificate in. prescribed form issued by the designated educa- 
tional institution and containing prescribed information; and 
in respect of a designated educational institution described in 
clause (9)(a)(i)(B), the student’is enrolled in the program to 
obtain or improve his skills in an occupation; 


All that portion of para. 110(1)(h) following subpara: (iv) thereof 
substituted by 1980-81-82-83, c. 140, subsec. 65(6), to ‘add ‘the 
words “in respect of a désignated educational institution described 
in clause (9)(a)(i)(B), the student is enrolled in the program to ob- 
tain or improve his skills in an occupation; and”. That portion appli- 
cable to the 1982 and subsequent ‘taxation years. 


Para. 110(1)(h) substituted by 1976-77, c. 4, subsec. 43(3), applica- 


S. 110(1)4) 


ble to 1976 et seq. except that the requirement that enrolment must 


_ be proved by filing with the Minister a certificate is applicable after 


December 31, 1976. Para. (h) formerly read: 


(h) where the ‘taxpayer was the supporting individual for the 

year in respect of a’ student who was in full-time attendance at 

a designated educational institution and enrolled in a qualify- 

ing educational program at that institution, the amount by 
which multiplied by the — 


(i) $50 multiplied by the number of months in the year 
during which the student was so in attendance and was So 
enrolled 


exceeds 


(ii) the amount, if any, of the taxable income. for the, year 
of the student computed before making. any deduction 
under paragraph (g). 


Paras. 110(1)(h) added by 1973- 74, ( 14, subsec. 35(6), aosdaie 
to 1972 et seq. 


~ (i) [Repealed] 


History: Para..110(1)(G) repealed, by 1994, .c. 7, es II -(4991,..e; 
9s subsec. 78(3), applicable. to 1989 et seq.,Para. (i), formerly read: 


(i) unemployment insurance’ benefit’ repayment — any 
benefit repayment payable by the taxpayer under Part VII of 
the Unemployment Insurance Act on or before April 30 of the 
_ following year to the. extent that the amount was not deducti- 
_ bleinjcomputing the taxpayer’s taxable income for any previ- 
ous taxation year; s} ‘i 


Para. 110(1)(i) added: by 1979, c:.5, s..33,-applicable to 1979 et seq. 


“°G) home relocation loan — where the tax- 

,.payer.has, by virtue of section 80.4, included an 
amount in the taxpayer’s income for the. year in 
respect of a benefit received by the taxpayer in 
respect of a home relocation loan, the least of 


(i) the amount of the benefit that would have 
been deemed to have been received ‘by the 
“taxpayer under section 80.4 in the year if that 

section had applied only in respect of the 

home relocation loan, ” 


(ii) the amount of interest for the year that 
would. be computed.. under. paragraph 
80.4(1)(a) in respect of the home: relocation 
loan if that loan were in the amount of 
$25,000 and were extinguished on the earlier 
of 


(A) the day that is five years after the day 
on which the home. relocation loan was 
made, and 


(B) the day on which the eae ‘relocation 
loan was extinguished, and 


(iii) the amount of the benefit deemed to have 
been received by. the taxpayer under section 
80.4 in the, year; and 


Related Provisions: 80.4(4) — Interest on home relocation loan; 
110(1.4) — Replacement of home relocation loan; 111.1 — Order 
of applying provisions; 114.2 — Deductions, in. separate returns; 
127.52(1)(h) — Deduction disallowed. for minimum. tax, purposes. 


Pre-RSC History: Subpara. 110(1)(j)(i) substituted and all that 
portion of subpara. 110(1)G)Gi) preceding cl. (A) amended to sub- 
stitute “in respect of the home relocation loan if” for “in respect of a 
home relocation loan of the gabe an jig by” 1987; c. 46, subsec. 
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38(2), applicable to 1985 et seq. Subpara. (j)(i) formerly read: 
(i) the amount, if any, by which 


(A) the amount of interest for the year described in para- 
graph 80.4(1)(a) in respect of the loan 


exceeds 


(B) the amount of interest for the year paid on the loan 
not later than 30 days after the end of the year, 


Para. 110(1)(Gj) added by 1986, c. 6, subsec. 55(6), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


I.T. Technical News: No. 6 (payment of mortgage interest sub- 
sidy by employer). 


(k) Part VI.1 tax — °/s of the tax payable under 
subsection 191.1(1) by the taxpayer for the year. 


Related Provisions: 111(5) -— Change in control of corporation; 
191.3(4) — Related corporations. 


Pre-RSC History: Para. 110(1)(k) amended by 1990, c. 39, sub- 
sec. 21(1), applicable to 1990 et seg. except that, in its application 
to a corporation’s taxation year commencing before 1990 and end- 
ing after 1989, there shall be added to the amount otherwise deter- 
mined under para. 110(1)(k) 4 of the aggregate of 


(a) that proportion of the tax that would be payable wieder’ anne 
sec. 191.1(1) by the corporation for the year if that subsec. were 
read without reference to subpara. (a)(iv) thereof, that 


(i) the lesser of the amount determined under subparagraph 
(ii) in respect of the corporation and the aggregate of taxa- 
ble dividends (other than excluded dividends) paid on taxa- 
ble preferred shares, within the meanings assigned to those 
terms by the corporation in the year and before’ 1990 
is of 

(ii) the amount, if any, by which the aggregate of taxable 
dividends (other than excluded dividends) paid on taxable 
preferred shares. (within the meanings assigned to those 
terms by the Act) by the corporation in the year exceeds the 
corporation’s dividend allowance for the year, and 


(b) the aggregate of all amounts each of which is that propor- 
tion of any particular amount determined for the year in respect 
of the corporation under para. 191.3(1)(d) that 


(i) the amount, if any, determined under subparagraph (a)(i) 
in respect of the transferor corporation referred to in subsec 
191.3(1) for its taxation year for which the particular 
amount was determined in respect thereof under para. 
191.3(1)(c) 


is of 
(ii) the amount determined under subparagraph (a)(ii) in re- 


spect of the transferor corporation for its taxation year re- 
ferred to in subparagraph (i). 


Special provision — 1989 taxation year: Subsec. 21(3) of 
1990, c. 39 provides as follows: 


(3) There shall be deducted from the amount otherwise deter- 
mined under paragraph 110(1)(k) of the said Act in respect of a 
corporation for its 1989 taxation year '/s of the aggregate of all 
amounts each of which is that proportion of any particular 
amount determined for the year in respect of the. corporation 
under paragraph 191.3(1)(d) of the said Act that 


(a) the amount, if any, by which the aggregate of taxable 
dividends (other than excluded dividends) paid on taxable 
preferred shares, within the meanings assigned. to those 
terms by the said Act, by the transferor corporation referred 
to in subsection 191.3(1) of the said Act after 1989 and in 
its taxation year for which the particular amount was deter- 
mined in respect thereof under paragraph 191.3(1)(c) of the 


Income Tax Act, Part I 


said Act exceeds its dividend allowance for that year 

is of . 
(b) the amount, if any, by which the aggregate of taxable 
dividends (other than excluded dividends) paid on taxable 
preferred shares, within the meanings assigned to those 
terms by the said Act, by the transferor corporation in its 


taxation year referred to in paragraph. air exceeds its divi- 
dend allowance for that year. 


Para. 110(1)(k) added by 1988, c. 55, subsec. 77(9), applicable to 
1988 et seq., except that in the application of para. 110(1)(k) to tax- 
ation years ending before July 1988 the reference therein to “/2 of” 
shall be read as a reference to “2 times”. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the, effect that acquisitions of control, amalgamations, and. wind- 
ings-up have on their deductibility — after January 15, 1987. 


Forms: T761B: Calculation of Part VI.1 tax deduction. 


(1.1)-(1.3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 110(1-1), (1.2), (1.3) repealed by 
1988, c. 55, subsec. 77(10), applicable to 1988.et seg. Those sub- 
secs. formerly read: 


(1.1) Deemed payment of medical expenses — Where, in — 
circumstances in which a person engaged in the business of 
providing transportation services is not readily available, a 
taxpayer makes use of a vehicle for a purpose described in 
subparagraph (1)(c)(viii. 1), the taxpayer.or his legal represen- 
tative shall be deemed to have paid to a.person engaged in the 
business of providing transportation services, in respect of the 
operation of the vehicle, such amount as is reasonable in the 
circumstances. 


(1.2) Time of gift — For the purposes of paragraphs (1)(a), 
(b) and (b.1), a gift made by an individual in.the year of his . 
death shall be deemed to have been. made by him in the im- 
mediately preceding year to the extent that the amount thereof 
was not deducted in computing his Morn income for the 
taxation year in which he died. 


(1.3) Nature of impairment— For the purposes of 
paragraphs (1)(c) and (e), 


(a) a person shall be considered to have a severe and pro- 
longed impairment only if by reason thereof he is mark- 
edly restricted in his activities of daily living and the im- 
pairment has lasted or can reasonably be expected to last 
for a continuous period of at least 12 months; and 


(b) the Minister may obtain the advice of the Department 
of National Health and Welfare as to whether a person 
has a severe and prolonged impairment. 


Subsec. 110(1.3) substituted by 1986, c. 55, subsec. 31(4), applica- 
ble to 1986 et seq. Subsec. (1.3) formerly read: 


(1.3) Nature. of impairment — For the purposes. of subpara- 
graph (1)(c)(iv) and paragraph (1)(e), a person shall be con- 
sidered to have a severe and prolonged impairment only if by 
reason thereof he is markedly restricted in his activities of 
daily living and the impairment has lasted or can reasonably 
be expected to last for a continuous period of at least 12 
months. 


Subsec. 110(1.3) added by 1986, c. 6, subsec. 55(7), applicable to 
1986 et seq. 


Subsec. 110(1.2) amended by 1985, c. 45, subsec. 54(7), to. substi- 
tute “was not deducted in computing his taxable income for the tax- 
ation year in which he died” for “was not deductible in computing 
his taxable income for the year of his death”, applicable to 1984 et 
seq. 


Subsec. 110(1.2) added by 1980-81-82-83, c. 140, subsec. 65(7), 
applicable with respect to gifts made in the 1981 and subsequent 
taxation years. 
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Subsec.. 110(1.1) added by 1973-74, c.. 14, subsec. 35(6.1), applica- 
ble to 1972 et seq. 

Selected Cases [subsec. 110(1.2)]: O’Brien Estate v. MNR, 
[1991] 2 C.T.C. 2747 (TCC) (Donation of remainder of trust to 
charity upon death of beneficiary who had life interest deductible 
since executors’ encroachment powers did not undermine absolute 
nature of gift). 


(1.4) Replacement of home relocation loan — 
For the purposes of paragraph (1)(j), a loan received 
by a taxpayer that is used to repay a home relocation 
loan shall be deemed to be the same loan as the relo- 
cation loan and to have been made on the same day 
as the relocation loan. 

Pre-RSC History: Subsec. 110(1.4) added by 1986, °c. 6, subsec. 
55(7), applicable to: 1985 et seq. Wack OH 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(1.5) Value of share under stock option — For 
the purpose of subparagraph (1)(d)(iii), the fair mar- 
ket value of a'share of the capital stock of a corpora- 
tion at the time an agreement'in respect of the share 
was made shall be determined on the assumption that 


(a) any subdivision or consolidation of shares of 
the capital stock of the corporation, 


(b) any reorganization of share capital of the cor- 
poration, and 


(c) any stock dividend of the corporation 


occurring after the agreement was made and before 
the share was acquired had taken place immediately 
before the agreement was made. 

History: Subsec. 110(1.5) added by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 78(4), applicable to 1988 et seq. 


Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options. 


(2) Charitable gifts — Where an individual is, 
during a taxation year, a member of a religious order 
and has, as such; taken a vow of perpetual poverty, 
the individual may deduct in computing the individ- 
ual’s taxable income for the year an amount equal to 
the total of the individual’s superannuation or pen- 
sion benefits and the individual’s earned income for 
the year (within the meaning assigned by section 63) 
if; of the individual’s income, that amount is paid in 
the year to the order. 
Related Provisions: 118.1(1)— “Total charitable gifts”; 
118.1(3) — Deduction from tax. 
Pre-RSC History: Subsec. 110(2) substituted by 1988, c. 55, 
subsec. 77(11), applicable to 1988 ef seq. Subsec. (2) formerly read: 
(2), Where an individual was, during the taxation year, a 
member of a.religious order and had, as such, taken a vow of 
perpetual poverty, he may, in lieu of the deduction permitted 
by paragraph (1)(a), deduct in computing his taxable income 
for the year an amount equal to the aggregate of his superan- 
nuation or pension benefits and his earned income for the 
year as defined by section 63 if, of his income, that amount 
has been paid to the order. 


Subsec. 110(2) substituted by 1984, c. 1, subsec. 110(4), to add “in 
computing his taxable” applicable to 1983 et seq. 


Subsec. 110(2) substituted by, 1974-75-76, c. 26, subsec. 69(5), ap- 


S. 110(2.1)-(2.3) 


plicable to 1972 et seq. r 


Selected Cases [subsec. 110(2)]: Aubry v. The Queen, [1976] 
C.T.C. 598 (FCTD) (Personal living expenses of member of Jesuit 
Order residing away from. group’s house of retreat not charitable 
gift). 


Interpretation Bulletins: IT-86R: Vow of perpetual poverty. 
Information Circulars: 78-5R2: Communal organizations. 


(2.1)—(2.3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 110(2.1) to (2.3) repealed by 1988, c. 
55, subsec. 77(12), applicable to 1988 et seg. Subsecs. (2.1) to (2.3) 
formerly read: 


(2.1) Gift by will — Where a taxpayer who died after 1971 
has, by his will, made a gift to a donee described in paragraph 
(1)(a), (b) or (b.1), the gift shall, for the purposes of this sec- 
tion, be deemed to have been made by the taxpayer in the 
taxation year in which he died. 


(2.2) Gift of capital property — Where at any time after 
1971 . te 
(a) a taxpayer has made, whether by his will or other- 
wise, a gift of 


(i) capital property to a donee described in paragraph 
~ (1)(a) or (b), or | 


i) in the case of a taxpayer who is a non-resident 
person, real property situated in Canada to a pre- 
scribed doneé who provides an undertaking, in a 
form satisfactory to the Minister, to the effect that 
such property will be held for use in the public inter- 
est, and 


-(b) the fair market value of the property at that time ex- 
ceeded its adjusted. cost base to the taxpayer, 


such amount, not greater than the fair market value and not 
less than the adjusted cost:base to the taxpayer of the property 
at that time, as is designated by the taxpayer or his legal rep- 
resentative in his return of income under section 150 for the 
year in which the gift was made shall, if payment thereof is 
proved by filing with the Minister a receipt containing pre- 
scribed information, be deemed to be the taxpayer’s proceeds 
of disposition of the property and the amount of the gift made 
by the taxpayer. 


(2.3) Gifts of art — Where at any other time after 1984 


(a) an individual has made, whether by his will or other- 
wise;.a gift of a work of art created. by him that is prop- 
erty in his inventory: to a donee described in paragraph 
(1)(a) or (b), and 


(b) the fair market value of the work of art at that time 
exceeded its cost amount to him, 


such amount, not greater ‘than the fair market value and not 
less than the cost amount to the. individual of the work of art 
at that time, as is designated by him or his legal representa- 
tive in his return, of income under section 150 for the year in 
which the gift was made shall, if the making of the gift is 
proved by filing with the Minister a receipt containing pre- 
~ scribed information, be deemed to be the individual’s  pro- 
ceeds of disposition of the work of art and the amount of the 
gift made by him. 
Subsec: 110(2.2). amended to substitute, in subpara. (a)(i), “capital 
property” for “tangible capital property:’ and to repeal para. (c), and 
subsec. (2.3) added, by 1986, c. 6, subsecs. 55(8)-(10), applicable 
with respect to gifts made after 1984. Para. (c) formerly read: © 


(c) the property could at that time reasonably be regarded as 

being suitable for use by the donee directly in the course of 

_. carrying on its charitable, public service or other, similar 
_ activities, 
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Subsec. 110(2.2) substituted by 1984, c. 45, subsec. 35(6), applica- 
ble with respect to gifts made after February 15, 1984; Subotos (2:2) 
formerly read: 


(2.2) Gift of tangible capital property — Where at any time” 
after 1971 a taxpayer has made a gift whether by his will or 

otherwise, to a donee described in paragraph (1)(a) or (b), of 

tangible. capital property that had, at that time, a fair market 

value in excess of its adjusted cost base to the taxpayer and 

that could, at that time, reasonably be regarded as being suita- 

ble for use by the donee directly in the course of carrying on 

its charitable, public service or other similar ‘activities, ‘such 

amount, 


(a) not greater than the fair market value of the property 
at that time, and 


(b) not less than its adjusted cost base to the taxpayer at 
that time, 


as is designated by the taxpayer or his legal representative, as 
the case may be, in the return of income of the taxpayer, re- 
quired by section 150 to be filed for the year in which the gift 
was made, shall be deemed to be 


(c) the taxpayer’s proceeds of disposition of the property, 
and 


(d) the amount of the gift made by the taxpayer, 
if payment of the amount given is proven by filing a receipt 
with the Minister that contains prescribed information. 


Para. 110(2.2)(d) substituted and remainder of subsec. 110(2.2) ad- 
ded by 1980-81-82-83, c. 48, subsec..57(3), applicable with respect 
to.gifts made after 1979. Para. (d) formerly read; 


(d) the amount of the gift made by the taxpayer. 
Subsec. 110(2.1) substituted by 1977-78, c. 1; s: 51, applicable after 
September 5, 1977, to'add’ reference to para. (b.1). 
Subsecs. 110(2.1), (2:2) added by. 1973-74, c. 14, subsec. 35(7). 
Selected Cases [subsec. 110(2.1)]: O’Brien Estate v. MNR, 
[1991] 2 C.T.C. 2747 (TCC) (Donation of remainder of trust to 
charity upon death of beneficiary who had life interest deductible 


since executors’ encroachment powers did not undermine absolute 
nature of gift). 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 110(3) repealed by 1988, c. 55, subsec. 


71(12), applicable to 1988 et:seg. Subsec: (3) formerly read: 


(3) Commuter’s charitable donations — Where a person 
resided during the whole of a taxation year in Canada near the 
boundary between Canada and the Meer States of America, 
if 


(a) he commuted to his principal place of employment or 
business in the United States, and 


(b) his chief source of income hor the year was that em- 
ployment or business,» 


a gift made by him in the year to a religious, charitable, scien- 
tific, literary or educational organization created or organized 
in or under the law of the United States that would be allowed 
as a deduction under the United States Internal Revenué Code 
shall, for the purpose of paragraph (1)(a), be deemed to have 
been made to a registered charity. 


“Registered charity” substituted for “registered Canadian oe 
organization” in subsec. 110(3) by 1976- TT, c. 4, s. 87 and Schedule 
II, applicable to 1977 et seq. 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 110(4) repealed by 1988, c. 55, subsec. 
77(12), applicable to: 1988 et seg. Subsec. (4) formerly read: 
(4) Application — For the purposes of paragraphs (1)(a), (b) 
and (b.1), no amount in respect of gifts made by the taxpayer 


Income Tax Act, Part I 


in a taxation year shall be deducted until the amount deducti- 
ble thereunder in respect of all gifts made by the sag a a in 
all preceding taxation years has been deducted: 


Subsec. 110(4) substituted by 1980-81-82-83, c. 140, subsec. 65(8), 
applicable with respect to gifts made in 1981 ef seg. Subsec. (4) 
formerly read: 


(4) Application of paras. (1)(a) and (b) — Paragraphs 
(1)(a) and (b) do not apply to permit a taxpayer to deduct, for 
the purpose of computing his taxable income. for a taxation 
year, any amount in respect of gifts made by the taxpayer in 
the year, until the amount deductible under those paragraphs 

. in respect of gifts made by the taxpayer in the immediately 
preceding year has been deducted. 


(5), (6) [Repealed under former Act] 


Pre-RSC History: Subsecs. 110(5), (6) repealed by 1988, c. 55, 
subsec. 77(12), applicable to 1988. et seg. Subsecs. (5), (6), formerly 
read: 


. (5) Gifts made by partnership — Where a taxpayer was, at 
the end of a taxation year of a partnership, a member of the 
partnership, his share of any amount that would, if the part- 
nership were a person, be a gift made by the partnership to 
any donee, shall, for the purposes of this section, be deemed 
to be a gift made by the taxpayer, in his taxation year in 
which the taxation year of the partnership ended, to that 
donee. 


(6) Deemed medical expense — For the purposes of para- 

graph (1)(c), 
(a) any amount included in computing ‘a taxpayer’s in- 
come for a taxation year from:an office or employment in 
respect of a medical expense described in any of subpara- 
graphs (1)(c)(iii) to (xv) paid or provided by an employer 
at a particular time shall: be deemed to be a medical ex- 
pense paid by the taxpayer at that time; and 


(b) there shall not be included as a medical expense of a 

taxpayer any expense for which the taxpayer or his legal 

representative has been or is entitled to be reimbursed, 

except to the extent that the amount thereof is required to 

be included in computing fe taxpayer’ s income under 
_ this Part. 


Sihsec: 110(6) substituted by 1 1985, c. 45, subsec. 54(8), applicable 
to-1985 et seq. For the former versions of paras. 110(6)(a) and (b) 
see histories of subsecs. 110(6.1) and (7) respectively. Subsec. (6) 
formerly read: 


(6) Certain premiums deemed to be medical ex- 
penses — For the purposes of paragraph (1)(c), any pre- 
mium, contribution or other consideration paid by the tax- 
payer pursuant to a private health services plan in respect of 
the taxpayer, his spouse and any members of his household 
with whom he is connected by blood relationship, marriage or 
adoption, or in respect of any one or more of such persons, 
shall be deemed to be a medical expense paid by the taxpayer 
as described in subparagraph (iii) of that paragraph. 


(6.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 110(6.1) repealed and a revised version 
incorporated in para. 110(6)(a) by 1985, c. 45, subsec. 54(8), appli- 
cable to 1985 et 'seg. Subsec. (6.1) formerly read: 


(6.1) Deemed travelling expenses — For the purposes of 
paragraph (1)(c), any amount included in computing a tax- 
payer’s income for a taxation year from an office or employ- 
ment in respect of travelling expenses described in subpara- 
graph (1)(c)(vili.2) paid or provided by an employer shall be 
deemed to be travelling expenses paid by the taxpayer in the 
year for the purposes of subparagraph (1)(c)(viii.2). 


Subsec. 110(6.1) added by 1980-81-82-83, c. 140, subsec. 65(9), 
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applicable to 1982 et seq. 


(7) [Repealed under former Act] 


Pre-RSC History: Subsec. 110(7) repealed by 1988, c..55, subsec. 
71(12), applicable to 1988 et seg. Subsec. (7) formerly read: 


(7) Partial dependency — Where more than one taxpayer 
is, in respect of a taxation year, entitled to deduct an amount 
under paragraph (1)(e.2) in respect of the same person, the 
aggregate of all amounts deductible for the year by those tax- 
payers in respect of that person shall not exceed the amount 
that would be deductible under that paragraph for the year by 
any taxpayer in respect of that person if that taxpayer were 
the only taxpayer entitled to deduct an amount under that par- 
agraph in respect of that person and where the taxpayers can- 
not agree as to what portion of the amount each can deduct, 
“the Minister may fix the portions. . 


Subsec. 110(7). substituted and a revised version incorporated in 
para. 110(6)(b) by 1985, c. 45, subsec. 54(8), applicable to 1985 et 
seq. Subsec. (7) formerly read: 


(7) Medical expenses where right to reimbursement — 
Notwithstanding anything in this Part, other than subsection 
(6.1), there shall not be included in computing the medical 
expenses paid by or on behalf of a taxpayer or his legal repre- 
‘sentative any expenses for which the taxpayer or such repre- 
sentative has been or’is entitled to ‘be reimbursed. 


Subsec: 110(7) substituted by 1984, c. 1, subsec. 110(5), to add 
“other than subsection (6.1)”, applicable to 1982 et seq. 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 110(8) repealed by 1988, c. 55, subsec. 
77(12), applicable to 1988 et seg. Subsec. (8) formerly read: 


(8) Definitions — In this section, 


(a) “private health services plan” — “private health 
services plan” means 


(i) a contract of insurance in respect of hospital ex- 
penses, medical expenses or any combination of such 
expenses, or 


(ii) a medical care insurance plan or hospital care in- 
surance plan or any combination of such plans, 


except any such, contract or plan established by or pursu- 
ant to 


(iii) a law Of a province that establishes a health care 
insurance plan in respect of which the province re- 
ceives contributions from Canada for insured health 
services provided under the plan pursuant to the Fed- 
eral-Provincial Fiscal Arrangements and Federal 
Post-Secondary Education and Health Contributions 
Act, 1977, or 


(iv) an enactment of the Parliament of Canada that 
authorizes the provision of a medical care insurance 
plan or hospital care insurance plan for employees of 
Canada and their dependants. and for dependants of 
members of the Royal Canadian Mounted Police and 
the regular force where such employees or members 
were appointed in Canada and are serving outside 


Canada; 
(b) “registered Canadian amateur athletic associa- 
tion” — “registered Canadian amateur athletic associa- 


tion” means an association that was created under any 
law in force in Canada, that is resident in Canada, and 
that . 

(i) is a person described in paragraph 149(1)(1), and 


(ii) has, as its primary purpose and its primary func- 
tion, the promotion of amateur athletics in Canada on 


S. 110(8) 


a nation-wide basis, 


that has applied to the Minister in prescribed form. for, re- 
gistration, that has been registered and whose registration. 
has not been revoked under subsection 168(2); and 


(c) “registered charity” — “registered charity” at any 
time means 


(i) a charitable organization, private foundation or 
public foundation, within the meanings assigned by 
subsection 149.1(1), ‘that is resident in Canada and 
was either created or established in Canada, or 


(ii) a branch, section, parish, congregation or other 
division. of an organization or foundation described 
in subparagraph (i), that is resident in Canada and 
was either created or established in Canada and that 
receives donations on its own behalf, 


that has applied to the Minister in prescribed form for re- 
gistration and that is at that time registered as a charitable 
organization, private foundation or public foundation, 


Subpara.: 110(8)(a)(iii) amended by1985,_¢. 45, subsec.' 54(9), to 
substitute “‘Federal-Provincial Fiscal Arrangements and Federal 
Post-Secondary and Health Contributions Act’. for “Federal-Pro- 
vincial Fiscal Arrangements and Established Programs Financing 
Act’. 


Para. 110(8)(c) substituted by 1984, c. 45, subsec. 35(7), applicable 
with respect to charities registered after February 15, 1984 or desig- 
nated pursuant to subsection 110(8.1) or (8.2), except that in its ap- 
plication to such charities registered or designated prior to July 
1984, subparagraph 110(8)(c)(ii) shall be read without reference to 
the words “that is resident in Canada and was either created or es- 
tablished in Canada and”. Para. (c) formerly read: 


(c) “registered charity” — “registered charity” means 


(i) a.charitable organization or charitable. foundation, 
within the meanings assigned by subsection 149.1(1), 
that is resident in Canada and was either created or estab- 
lished in Canada, or 


(ii) a branch, section, parish, congregation or other divi- 
sion of an.organization described in subparagraph (i) that 
receives donations on its own behalf, 


that has applied to the Minister in prescribed form for regis- 
tration, that has been ‘registered and whose registration has 
not been revoked under subsection 168(2). 


Subpara. 110(8)(a)(iii) substituted and subpara. 110(8)(a)(v) re- 
pealed by 1984, c. 6, s. 31, deemed in force. on April 1, 1984. Sub- 
paras. (a)(iii) and (v) formerly read: 


(iii) a law of a province with which the Minister of National 
Health and Welfare has entered into an agreement under sec- 
tion 3. of the Hospital Insurance and Diagnostic Services Act 
that provides for the payment by Canada to the province of 
contributions in respect of the cost of insured services in- 
curred by the province pursuant to that provincial law, 


soe eee 


(v) a medical care insurance'plan established pursuant to a 
law of a province’ that satisfies the criteria set forth in subsec- 
tion 4(1), of the, Medical,Care Act, 


All that portion of para. 110(8)(c) preceding subpara. (ii) substituted 
by 1976-77, c. 4, subsec. 43(4), applicable to 1977 et seq. That por- 
tion formerly read: cian 


(c).“Registered Canadian charitable organization” — 
“registered Canadian charitable organization” means 


(i) a charitable organization in Canada exempt from tax 
under this Part by. paragraph 149(1)(f) or a corporation or 
trust resident in Canada exempt from tax under this Part 
by paragraph 149(1)(g). or (h), or 
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10 hours per week on courses or work in the program: 

and, in respect of a program at an institution described in. . 
clause (a)(i)(A), is a program at a post-secondary school © 
level, but, in relation to any particular student, does‘not™ 


(8.1), (8.2) [Repealed under former Act] 


Pre-RSC History: Subsecs. 110(8.1), (8.2) repealed by 1988, c. 
55, subsec. 77(12), applicable to 1988 et seq. Subsecs. (8.1), (8.2) 
formerly read: 


(8.1) Designation — Where a charity was a registered char- 
ity on February 15, 1984, the Minister may, by notice sent to 
the charity by registered mail before the end of its first taxa- 
tion year that commenced after 1983, designate the charity to 
be a charitable organization, private foundation or public 
foundation and, from the day of mailing the notice, the char- 
ity shall be deemed to be registered as a charitable organiza- 
tion, private foundation or public foundation, as the case may 
be, for taxation years commencing after 1983 unless and until 
it is otherwise designated under subsection (8.2) or its regis- 
tration is revoked under subsection 149.1(2), (3), (4), (4.1) or 
168(2). 


(8.2) Idem — Where a charity has been registered after Feb- 
ruary 15, 1984, or designated under subsection (8.1) or this 
subsection, the Minister may, by notice sent to the charity by 
registered mail, on his own initiative or on application made 
to him in prescribed form, designate the charity to be a chari- 
table organization, private foundation or public foundation 
and. the charity shall be deemed to be registered as a charita- 
ble organization, private foundation or public foundation, as 
the case may be, for taxation years commencing after the day 
of mailing of the notice unless and until it is otherwise desig- 
nated under this subsection or its registration is revoked under 
. Subsection 149.1(2), (3), (4), (4.1) or 168(2). 


include any such program 


(i) if the student received, from a person with whom 
he was dealing at arm’s length, any allowance, bene- 
fit, grant or reimbursement for expenses in resets of 
the program, other than 


(A) an amount received by the student as or on 
account of a scholarship, fellowship or bursary, 
or a prize for achievement in a field of endeav- 
our ordinarily carried on by him, or 

(B) a.benefit received by him by virtue of a loan 
made to him in accordance with the require- 
ments of the Canada Student Loans Act or the 
Students Loans and Scholarships Act of the 
Province of Quebec, or 


(ii) if the program was taken by the student 


(A) during a period in respect of which he re- 
ceived income from an office or employment, 
and 


(B) in connection with, or as part of the duties 
of, that office or employment; and 
(c) “supporting individual” for a taxation year in respect 
of a. student means an individual (in this paragraph re-. 


ferred to as a “relative” of the student) who was during 


Subsecs. 110(8.1), (8.2) added by 1984, c. 45, subsec. 35(8), appli- the year 


cable to taxation years commencing after 1983. 


(9) [Repealed under former Act] . 
Pre-RSC History: Subsec. 110(9) repealed by 1988, c. 55, subsec. 


(i) the student’s parent, grandparent, brother or sister, 
where the student was at any time in the year or a 
previous year a resident of Canada, or 


77(12), applicable to 1988 et seg. Subsec. (9) formerly read: 


(9) Idem po For the purposes of paragraphs (1)(g) and (h), 
(a) “designated educational institution” means 
(i) an educational institution in Canada that is 


‘(A) a university, college or other educational in- 

stitution designated by the Lieutenant Governor 
in Council of a province as a specified educa- 
tional institution under the Canada Student 
Loans Act or recognized by the Minister of Edu- 
cation of the Province of Quebec for the pur- 
poses of the Students Loans and Scholarships 
Act of the Province of Quebec, or 


(B) certified by the Minister of Employment and 
Immigration to be an educational institution pro- 
viding courses, other than courses designed for 
university credit, that furnish a person with skills 
for, or improve a person’s skills in, an 
occupation, — 


(ii) a university outside Canada at which the student 
referred to in paragraph (1)(g) or (h), as the case may 
be, was enrolled in a course, of not less than 13 con- 
secutive weeks duration, leading to a degree, or 


(iii) if the student referred to in paragraph (1)(g) or 
(h), as the case may be, resided, during the whole of 
the year referred to therein, in Canada near the 
boundary between Canada and the United States, an 
educational institution in the United States to which 


(ii) the student’s parent or grandparent, in any other 
case, 
except that 


(iii) no more than one relative of the student may be 
a supporting individual for the year in respect of the 
student, and 


(iv) the supporting individual for the year in respect 
of the student shall be deemed to be, 


(A) where only one relative of the student has 
deducted an amount from income for the year 
under section 109 in respect of the student, that 
relative, 


(B) where more than one relative of the student 
has made such a deduction, such one of those 
relatives as is designated in writing by the stu- 
dent, and 


(C) where no relative of the student has made 
‘such a deduction, such one of his relatives as is 
designated in writing by the student. 


Cl. 110(9)(a)G)(B) substituted by 1980-81-82-83, c. 140, subsec. 
65(10), applicable to 1982 et seq. Cl. (a)(i)(B) formerly read: 


(B) certified by the Minister of Manpower and Immigration 
to be an educational institution by which courses are con- 
ducted that provide or improve the qualifications of a person 
for employment or for the carrying on of a business or 
profession, 


All that portion of para. 110(9)(b) preceding subpara. (i) and para. 
110(9)(c) substituted by 1976-77, c. 4, subsecs. 43(5), (6), applica- 
ble to 1976 et seq. That portion of para. 110(9)(b) and para. (c) for- 
merly read: 


he commuted that is a university, college or other ed- 
ucational institution providing courses at a post-sec- 
ondary school level; 


(b) “qualifying educational program” means a program of not 
less than 3 consecutive weeks duration that provides that each 
student taking the program spend not less than 10 hours per 


(b) “qualifying educational program” means a program of 
not less than 3 consecutive weeks duration that provides 
that each student taking the program spend not less than 
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week on courses or work in the program, but, in relation to 
any particular student, does not include any such program 


(c) “supporting individual” for a taxation year in respect of a 
student means an individual (in this paragraph referred to as a 
“relative” of the student) who was during the, year the stu- 
dent’s spouse, parent, grandparent, brother, or sister, except 
that 


(i) no more than one relative of the student may be a sup- 
porting individual for the year in respect of the student, 
and. 
(ii) the supporting individual for the year in respect of the 
student shall be’‘deemed to be, BDO 
(A) where the student’s spouse has made a deduction 
from ‘income for the yeat’ under section 109 in re- 
spect of the student, the student’s spouse, 
(B) where clause. (A) does not apply and only, one 
relative of the student has made a deduction from in- 
come for the year under section 109 in respect of the 
student, that relative, 


(C) where clause (A) does not apply and more than 
one relative of the student has made such.a deduc- 
tion, such one of those relatives as is designated in 
writing by:the student, and 
Subsec. 110(9) added by 1973-74, c. 14, subsec. 35(8), applicable to 
1972 et seq. fae Wire LN Se 
Definitions [s. 110]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; “corporation” — 248(1), Interpretation 
~ Act 35(1); “employee”, “employer” — 248(1); “exchanged op- 
tion” —7(1.4)(a); “home relocation loan” — 110(1.4), 248(1); “in- 
~ dividual” — 248(1); “new option”, “new share” — 7(1.4); “old 
share’ — 7(1.4)(a); “share”, «stock dividend”: — 248(1);. “taxable 
income” —'2(2), 248(1); “taxation) year”. — 249; “taxpayer” — 
248(1). “4 ; 
Interpretation Bulletins: IT-326R3: Returns of deceased persons 
as “another person”. PG NE 


110.1 (1) Deduction for gifts — For the. purpose 
of computing the taxable income of a corporation for 
a taxation year, there may be deducted such of the 
following amounts as are applicable: 


(a) charitable gifts — the total of all amounts 
each of which is the fair market value of a gift 


made by the corporation in the year (or in any of 


the 5 immediately preceding taxation years to the 
extent that the amount thereof was not deducted 
in computing its taxable income, for any preced- 
ing taxation year) to 
(i) aregistered charity, : 
(ii) a registered: Canadian amateur athletic 
association, 
(iii) a housing corporation resident in Canada 
and exempt from tax under this Part because 
of paragraph 149(1)(), » 
(iv) a Canadian municipality, 
(v) the United Nations or ‘an agency thereof, 


(vi) a university outside Canada that is pre- 
scribed to be a university the student body of 
which ordinarily includes students from Can- 
ada, Of 4g {1 i 


- (vii) a.charitable organization, outside Canada 


881 


‘S. 110.1(1)(d) 


to which Her Majesty in right of Canada has 
made a gift during the corporation’s, taxation 
year or the 12 months, immediately preceding 
that taxation year, So 
not exceeding the amount determined ‘by the 
formula — - en sss 


0.5(A +B). 
where - 


A is its income’ for the year computed without 
reference to subsection 137(2), ‘and ' 


: B. is the total of all amounts each of which is the 


amount of a,taxable capital gain from.a gift of 
property made by it in the year to a donee de- 
scribed in this paragraph; ~ 


__ (b) gifts to Her Majesty — the total of all 


amounts each of which is the fair market value of 
a gift made by the corporation in the year (or in 
any of the 5 immediately preceding taxation 
years to the extent that the amount thereof was 


. not deducted in computing its taxable income for 


any preceding taxation year) to Her Majesty in 
right of Canada or a province, not exceeding the 
amount remaining, if any, after the amount de- 
ducted for the year under paragraph (a) by, the 
corporation is deducted in computing its taxable 
income for the year; 


(c) gifts to institutions — the. total of . all 
amounts each of which is the fair market value of 
a gift (other than a gift in respect of which an 


amount is or was deducted under paragraph (a) or 
‘(b)) of an object that the Canadian Cultural Prop- 


erty Export Review Board has determined meets 
the criteria, set out in paragraphs 29(3)(b) and (c) 
of the Cultural Property Export.and Import Act, 
which gift was made by the corporation in_ the 
year (or in any of the 5 immediately preceding 
taxation years to the extent that the amount 
thereof was not deducted in computing its, taxable 
income for any, preceding taxation year) to an in- 
stitution or a public authority in Canada that was, 
at the time the gift. was made, designated under 
subsection 32(2) of that Act either generally or 
for a specified purpose related to that object, not 
exceeding the amount remaining, if any, after the 
amounts deducted for the year under paragraphs 
(a) and (b) bythe corporation are deducted in 
computing its taxable income for the year; and 


(d) ecological gifts — the total of all amounts 
each of which is the fair market value of a gift 
(other than a gift in respect of which an amount is 
or was deducted under paragraph (a), (b) or (c)) 
of land, including a servitude for the use and ben- 
efit of a dominant. land, a covenant or an ease- 
ment, that is certified by the Minister of the Envi- 
ronment, or a person designated by that Minister, 
to be ecologically sensitive land, the conservation 
and protection of which is, in the opinion of that 
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Minister, or that person, important to the preser- 
vation of Canada’s environmental heritage, which 
gift was made by the corporation in the year (or 
in any of the 5 immediately preceding taxation 
years to the extent that the amount was not de- 
ducted in computing its taxable income for. any 
preceding taxation year) to 


(i) a Canadian municipality, or 


(ii) a registered charity one of the main pur- 
poses of which is, in the opinion of the Minis- 
ter of the Environment, the conservation and 
protection of Canada’s environmental heri- 
tage, and that is approved by that Minister, or 
that person, in respect of that gift, 


and not exceeding the amount remaining, if any, 
after the amounts deducted for the year under 
paragraphs (a), (b) and (c) are deducted in com- 
puting the corporation’s taxable income for the 
year. 


Related Provisions: 37(5) — Scientific research and experimen- 
tal development expenditures; 87(2)(v) — Amalgamations — gifts; 
88(1)(e.6) — Gift by subsidiary; 88(1.3) — Winding-up — compu- 
tation of income and tax payable by parent; 110.1(3)— Gifts of 


capital property; 118.1(10) — Cultural property — determination of 
fair market value; 138(12)“surplus’ funds derived from opera- 
tions” — Insurance operations — surplus funds; 149.1(6.4) — Do- 
nations to registered national arts service organization; 168 — Rev- 
ocation of charitable registration; 207.3 — Tax on institution that 
disposes of cultural property; 207.31 — Tax if donee of ecological 
property disposes of it; 230(2)— Records of donations; Canada- 
U.S. tax treaty, Art. XXI:6 — Donations to U.S. charities. See addi- 
tional Related provisions and Definitions at end of s. 110.1. 


History: The portion of para. 110.1(1)(a) after ‘subpara. (vii) 
amended by 1997, c. 25, s. 22, applicable to 1996 et seq. That por- 
tion formerly read: 
(a) not exceeding 20% of its income for the year computed 
~ without reference to subsection 137(2); 
Para. 110.1(1)(d) added by 1996, c. 21, subsec. 20(1), applicable to 
gifts made after February 27, 1995. 


Paras. 110.1(1)(a) to (c) substituted by 1994, c. 7, Sch. II (1991, c. 
49), s. 79, applicable after December 11, 1988. Paras. (a) to (c) for- 
merly read: 


(a) the total of gifts made by the corporation in the year (and 
in the 5 immediately preceding taxation years to the extent of 
the amount thereof that was not deducted in computing its 
taxable income for any preceding taxation year) to 


(i) registered charities, 
(ii) registered Canadian amateur athletic associations, 


(ili) housing corporations resident in Canada and exempt 
from tax under this Part by paragraph 149(1)(i), 


(iv) Canadian municipalities, 
(v) the United Nations or agencies thereof, 


(vi) universities outside Canada prescribed to be universi- 
ties the student body of which ordinarily includes stu- 
dents from Canada, and 


(vi) charitable organizations outside Canada to which 
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Her Majesty in right of Canada has made a gift during the 
corporation’s taxation year or the 12 months immediately 
preceding that taxation year, 


not exceeding 20% of its income for the year computed with- 
out reference to subsection 137(2): 


(b) the total of gifts made by the corporation in the year (and 
in the 5 immediately preceding taxation years to the extent of 
the amount thereof that was not deducted in computing its 
taxable income for any preceding taxation year) to Her Maj- 
esty in right of Canada and Her Majesty in right of the prov- 
inces, not exceeding the amount remaining, if any, when the 
amount deducted for the year under paragraph (a) by the cor- 
poration is deducted from its income for the year; and 


(c) the total of -gifts (other than gifts in respect of which 
amounts are or were deducted under paragraph (a) or (b)) of 
objects that the Canadian Cultural Property Export Review 
Board has determined meet all of the criteria set out in 
paragraphs 29(3)(b) and (c) of the Cultural Property Export 
and Import Act, which gifts were made by the corporation in 
the year (and in the 5 immediately preceding taxation years to 
the extent of the amount thereof not deducted under this Act 
in computing its taxable income for any preceding taxation 
year) to institutions or public authorities in Canada that were, 
at the time the gifts were made, designated under subsection 
32(2) of that Act either generally or for a purpose: related to. 
those objects, not exceeding the amount remaining, if any, 
when the amounts deducted for the year under paragraphs (a) 
and (b) by the corporation are deducted from its income Tor 
the year. 


Regulations: 3503, Sch. VIII (prescribed universities outside 
Canada). 


Interpretation Bulletins: IT-111R2: Annuities purchased from 
charitable organizations; IT-151R4: Scientific research and ‘experi- 
mental development expenditures; IT-226R: Gift to a charity of a 
residual interest in real property or an equitable interest in a trust; 
IT-244R3: Gifts of life insurance policies as charitable donations; 
IT-288R2: Gifts of capital properties to a charity and others; IT- 
297R2: Gifts in kind to charity and others; IT-385R2: Disposition of 
an income interest in a trust; IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. ‘ 


Information Circulars: 84-3R4: Gifts in right of Canada. 


Advance Tax Rulings: ATR-63: Donations to agents of the 
Crown. 


(2) Proof of gift — A gift shall not be included for 
the purpose of determining a deduction under sub- 
section (1) unless the making of the gift is proven by 
filing with the Minister a receipt therefor that con- 
tains prescribed information. 


Related Provisions: 149.1(1)‘disbursement quota” A: — i Gliarity 
must spend 80% of gifts on charitable purposes; 188(1) — Revoca- 
tion tax where registration’of charity is revoked. 


Regulations: 3500-3502 (prescribed information). 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Advance Tax Rulings: ATR-63: Donations to agents of the 
Crown. 


(3) Gifts of capital property — Where at any 
time 
(a) a corporation makes a gift of 


(i) capital property to adonee described in 
paragraph (1)(a), (b) or (d), or 


(ii) in the case of a corporation not resident in 
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Canada, real property situated in Canada to a 
prescribed donee who provides an undertak- 
ing, in a form satisfactory to the Minister, to 
the effect that the property will be held for use 
in the public interest, and 


(b) the fair market value of the property at that 
time exceeds its adjusted cost base to the 
corporation, 


such amount, not greater than the fair market value 
and not less than the adjusted cost base to the corpo- 
ration of the property at that time, as the corporation 
designates in its return of income under section 150 
for the year in which the gift is made shall, if the 
making of the gift is proven by filing with the Minis- 
ter a receipt containing prescribed information, be 
deemed to be its proceeds of disposition of the prop- 
erty and, for the purposes of subsection (1), the fair 
market value of the gift made by the corporation. 
History: Subpara. 110.1(3)(a)(i) amended by 1996,.c. 21, subsec. 
20(2), applicable to gifts made after ean 27, 1995. The sub- 
para. formerly read: 

(i) capital property to a donee described in par agtanh (1)(a) or 

(b), or 
That portion of subsec. 110. 1(3) following para. (b) amended by 


1994, c. 7, Sch. VIII (1993,.c. 24), s. 46, applicable to gifts made 
after December 11, 1988. That.portion formerly read: 


such amount, not. greater than the;fair market value and not. 
less than the adjusted cost base to the corporation of the prop- 
erty at that time, as is designated by the corporation in its 
return of income under section 150 for the year in which the 
gift is made shall, if payment thereof is proven by filing with 
the Minister a receipt containing prescribed information, be 
‘deemed to be its proceeds of disposition of the property and 
the amount of the gift made by the corporation. 

Regulations: 3500 to 3502 (prescribed inioEnaHOD 3504 (pre- 

scribed donee). 

Interpretation Bulletins: IT-288R2: Gifts of capital Hrngéeties to 

a charity and others. 


(4) Gifts made by partnership — Where a cor- 
poration is, at the end of a fiscal period of a partner- 
ship, a member of the partnership, its share of any 
amount that would, if the partnership were a person, 
be a gift made by the partnership to any donee shall, 
for the purposes of this ‘section, be deemed to be a 
gift made to that donee by the corporation in its taxa- 
tion year in which the fiscal period of the partnership 
ends. 

Related Provisions; 53(2)(c)(iii) — Deduction. from adjusted 
cost base of partnership interest. 

Pre-RSC History [s. 110.1]: S..110.1 added by 1988, c. 55, s. 78, 


applicable with respect to computations of taxable income for 1988 
et seg. See former. 110(1)(a), (b), (6.1), (2.2), (5). 


Definitions [s: 110.1]: “adjusted cost base” — 54, 248(1); “Can- 
; “capital property” — 54, 248(1); “fair market 
value” — 118.1(10); “fiscal period” — 248(1), 249(2)(b), 249.1; 
“Minister”, “prescribed”, “property”, “registered Canadian amateur 
athletic association”, “registered charity” — 248(1); “resident in 


Canada” — 250; “taxable income” — 2(2), 248(1). 
Forms [s. 110.1]: T2S(2): Corporation’ s charitable donations. 


Pre-RSC History [former s. 110.1]: Former s. 110.1 repealed by 
1988, c. 55, s. 78, applicable with respect to computations of taxa- 


S. 110.1 


ble income for 1988 et seq. Former s: 110.1 read: 


110.1 (1) Interest and dividend income deductible — For 
the purpose of computing the, taxable income for a taxation 
year of an individual (other than a trust that is not a testamen- 
tary trust within the meaning assigned by paragraph 

* 108(1)G)), there may be deducted an amount equal to the 
lesser of 


(a) $1,000, and 

(b) the amount by which the aggregate of 
(i) the amount of interest included in computing the 
taxpayer’s income for the year, and 
(ii) the taxpayer’s grossed-up dividends for the year, 
(iii) (iii.1), (411.2) Pegesige 

exceeds 
(iv) the aggregate of amounts deducted by him in 
computing his income for the year as or on account 
of interest on borrowed money used; or on an 


amount payable for property acquired, for the pur- 
pose of earning | 


(A) interest other than interest described in any 
of paragraphs (2)(a) to (j), or 


(B) taxable dividends from corporations resident 
in Canada other than corporations with which 
the taxpayer does not deal at arm’s length. 


(2) Interest income — For the purposes of this section, in- 
terest shall not include any amount that is 

(a) interest from a source outside Canada; 

(b) an annuity payment 


(i) under a registered retirement savings plan or 

under a plan referred to in subsection 146(12) as an 

“amended plan” to which paragraph (a) of that sub-» 
section applied before May 26, 1976, 


(ii) under a deferred profit sharing plan or under a 
plan referred to in subsection 147(15) as a “revoked 
plan”, or 


(iii). under a registered retirement income fund; 
(c) a payment 
(i) under an income-averaging annuity contract, or 
(ii) under a registered pension fund or plan; 
(d) a royalty; 
(e) exempt income; 


(f) included in computing the income of the taxpayer for 
the year by virtue of paragraph 56(1)(q) or subsection 
135(7) or 137(5); 


(g) interest paid or payable to the taxpayer by a person 
with whom the taxpayer does not deal at arm’s length; 


(h) interest paid or payable to the taxpayer by a partner- 
ship of which the taxpayer is a member; . 


(i) pension income or qualified ‘pension income within 
the meaning, that would be assigned by. section 110.2 if 
that section were read without reference to subsection (4) 
thereof; or 


(j) interest included in computing the income of the tax- 
payer for the year to the extent of any amount claimed by 
him pursuant to subsection 20(14) in respect thereof. 


(3) Idem — For the purposes of this section, subject to sub- 
section (2), interest included in computing ;a taxpayer’s in- 
come for a taxation year shall be deemed to include 


(a) the amount by which the aggregate of all amounts 
each of which is an annuity payment included by virtue 
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of paragraph 56(1)(d) in computing the taxpayer’s in- 
come for the year exceeds the aggregate of all amounts 
each of which is the capital element of the payment as 
determined or'established under paragraph 60(a); 


(b) the amount, if any, by which 


(i) the aggregate of amounts each, of tac is an 
amount included by virtue of subsection 148(1) or 
(1.1) in computing the taxpayer’s income for the year 
in respect of the disposition of an interest in a life 
insurance policy 


exceeds 


(ii) the portion thereof arising from a disposition de- 
scribed in subparagraph 148(9)(c)(ii) in respect of 
that policy; and 


(c) the aggregate of all amounts each of which is an 
amount included in computing the taxpayer’s income for 
the year by virtue of section 12.2 or paragraph 56(1)(d.1). 


(4) Idem — Where there is required to be included in com- 
puting a taxpayer’s income for'a taxation year by virtue of 
subsection 56(4) or sections 74 to 75 income of another per- 
son that is interest, the amount so included.in the taxpayer’s 
income shall, for the purposes of this section, be deemed to 
be interest included in computing his income for the year. 


(5) Meaning of “grossed-up dividends” — For the pur- 
poses of this section, grossed-up dividends of a taxpayer for a 
taxation year means the amount required by subsection 82(1) 
to be included in his income for the year, but does not include 
any such amount in respect of any dividend 


(a) received by the taxpayer from a corporation with 
which he does not deal at arm’s length, or 


(b) deemed by section 84 to have been received by the 
taxpayer. 
Subparas. 110.1(1)(b)(ii), (iii.1) and (iii.2) repealed by 1986, c. 6, 
subsec. 56(1), applicable to 1985 et seq. unas, (b)(i11) to (ii.2) 
formerly read: 


(iii) the taxpayer’s taxable capital gains for’ the Ph from the 
disposition of Canadian securities, 


(iii.1) where the taxpayer is a beneficiary under a mutual fund 
trust, any amount deemed to be his taxable capital gain for 
the year by virtue of the application of subsection 104(21) in 
respect of the trust, and 
(ii1.2) ‘2 of any amount deemed by paragraph 130.1(4)(b) or 
131(1)(b) to be a capital gain of the taxpayer for the year, 
Subsec. 110.1(4) amended by 1986, c. 6, subsec. 56(2), applicable 
after May 21, 1985, to substitute “sections 74 to 75” for “section 74 
or 75”. fi 
Paras. 110.1(5)(c) and (d) repealed by 1986; c. 6, subsec. 56(3), ap- 
plicable to 1986 et seq. Paras. (c) and (d) formerly read: 
(c) received by the taxpayer as a taxable dividend on an in- 
dexed security, or 
(d) deemed by subséction vaaEios to bea taxable dividend 
received by the taxpayer if such dividend 
(i) was received by virtue of the taxpayer’s ownership of 
an indexed security, or 
(ii) may reasonably be considered to relate to a taxable 
dividend received by a trust in respect of an picexed 
security. 
Subsec. 110.1(6) repealed by 1986, c. 6, subsec. 56(4), applicable to 
1985 et seq. Subsec..(6) formerly. read: 
(6) Definition of “Canadian security” — For the purposes Sor 
this section, “Canadian security” of’a taxpayer means a share 
of the capital stock of a corporation resident in Canada (other 
than a corporation with which the taxpayer does not deal at 
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arm’s length), a unit of a mutual fund trust or a bond, deben- 
ture, bill, note, mortgage, hypothec or similar obligation is- 
sued by a person resident in Canada (other than.a person with 
whom the taxpayer does not deal at arm’s length) the income 
from which would quany as interest for the purposes of this 
section. 


All that portion of subsec, 110.1(1) preceding para. (a) substituted 
by 1984, c. 1, subsec. 50(1), applicable to 1983 et seq. That portion 
formerly read: 


110.1 (1) Interest and dividend income deductible — For 
the purpose of computing the taxable income for a taxation 
year of an individual (other than a trust that is not a testamen- 
tary trust within the meaning assigned by paragraph 
108(1)(i)), there may be deducted from his income for the 
year an amount equal to the lesser of 


Paras. 110.1(5)(c), (d) added by 1984, c. 1, subsec. 50(2), applicable 
with respect to taxable dividends received after September 30, 1983. 


Para. 110.1(3)(a) substituted by 1980-81-82-83, c. 140, subsec. 


66(1), applicable to 1983 et seg. Para. 110.1(3)(a) formerly read: 


(a) the amount by which any annuity payment (other than an 
annuity payment referred to in paragraph (2)(b) received by 
the taxpayer in the year exceeds the capital element of that 
payment as determined or established under seat 60(a); 
and 


Para. 110. 13)(c) added by 1980-81- 82. 83, c. 140, subsec. 66(2), 
applicable to 1983 et seq. 


Subparas. 110.1(1)(b)@ii-1), (ii.2) added by 1980-81-82-83, c. 48, 
subsec. 58(1), applicable to 1979 ef seq. 


Subsec. 110.1(6) substituted by 1980-81-82-83, c. 48, subsec. 58(2), 
applicable to 1979 et seg. Subsec. (6) formerly read: 


(6) “Canadian security” defined — For the purposes of this 
section, “Canadian security” of a taxpayer means a share of 
the capital stock of a corporation resident in Canada (other 
than a corporation with which the taxpayer does not deal at 
_arm’s length) or a bond, debenture, bill, note, mortgage, hy- 
pothec or similar obligation issued by a person resident in 
Canada (otic than a person with whom the taxpayer does not 
deal at arm’s length) the income from which would ee as 
interest for the purposes of this section. 


Para. 110.1(2)(f) substituted by 1979, c. 5, subsec. 34(1), applicable 
to 1979 et seq. Para. (f). formerly read: 


(f) included in computing the income of the Cee oe the 
_ year by virtue of subsection 135(7) or 137(5); 


Para. 110. 1(3)(b)(i) substituted by 1979, \c. 5; subsec. 34(2), applica- 
ble to 1980 et seq. Para. (3)(b)@) formerly read: , 


(i) the amount included by virtue of subsection ,148(1) in 
computing the income of the taxpayer for the, year in respect 
of the disposition of an interest in a life insurance policy 


Subsec. 110.1(5) substituted by 1979, c. 5, subsec. 34(3), applicable 
to dividends received or deemed to have been received after No- 
vember 16, 1978. Subsec. (5) formerly read: 


(5) For the purposes of this section, grossed-up dividends of a 

taxpayer for 4 taxation year means the amount required by 

subsection 82(1) to be included in the income of the taxpayer 
for the taxation year, but does not include any such amount in’ 
respect of any dividend received by the taxpayer from‘a cor- 

poration with which he does: not deal at arm’s length. 


Para. 110.1(1)(b) substituted by 1977-78, c. 1, subsec. 52(1), appli- 


cable to 1977 et seq. Para. (1)(b) formerly read: 


(b) the aggregate of. 


(i) the amount of interest included in Sanpebina the tax- 
payer’s income for the year, and 


(ii) the taxpayer’s grossed-up dividends for the year; 
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Subpara. 110.1(2)(b) Ga) and para. 110.1(2)G) substituted by 1977- 
78, c) 1, subsecs. 52(2), (3), applicable as to Subpara. 110.1(2)(b)(i) 
after May 25, 1976, and as to I 10: TOM) to Aids et seq. Those por- 
tions formerly read: 


(i) under a registered retirement savings plan or under a a 
referred to.in subsection, 146(12) as an “amended plan”, 


(i) pension income or qualified pension income within the 
meaning assigned by section’ 110.2; or 


Para. 110.1(3)(b) substituted by 1977-78, c. 1, subsec. 52(4), appli- | 


cable to 1978 et seg. Para: (3)(b) formerly ad? 


~(b) any amount included by virtue of paragr aph 148 (1)(a) in 
computing the income ‘of the taxpayer for the year. 
Subsec.. 110:1(6)-added wh 1977-78, cl, subsec: 52(5), applicable 
to, 1977 et seq. 
Para. 110.1(2)G) added By" 1976-77, ¢: 4, s. 44, sfaniedble to interest 
paid or payable in respect of any period after May 25, 1976. 
Former subsec. 110.1(6) repealed by 1976-77, c. 4, s. 44, applicable 
to 1976 et seg. Subsec. (6) formerly’ read: ; 
(6) Transfer of interest or dividend deduction — Where an 
amount is required to ‘be included in computing the income 
for a taxation year of the spouse of a taxpayer as interest or 
_ grossed-up dividends, the taxpayer may, in addition to the 
, amount, if any, deducted by him for the year under subsection 
( 1), deduct an amount equal to the amount, if any, by which 
the lesser of 


(a) $1,000, and 
(0) the aggregate of 
(i) the amount of interest, any 
(ii). the grossed-up dividends 
included in computing the spouse’s income for the year 
exceeds 
(c) the: amount deductible in the year by the spouse under 
subsection (1). 
Subsec. 110.1(6) substituted by 1974-75-76, c. 71, s. 2, applicable 
to 1975 et seq. Subsec. (6) formerly read:: 


(6) Transfer of unused portion of spouse’s deduction — 
Where the amount that would, but for this subsection, be de- 
ductible under paragraph 109(1)(a) from a taxpayer’s income 
for a taxation year is less than the’ ‘amount that would be de- 
_ductible under that paragraph from his income for the year if 
no amount were included in computing his spouse’s income 
for the year as interest or grossed-up dividends, there may be 
added to the amount, if any, that the taxpayer may deduct 
under that paragraph the amount by which the lesser of 


(a) the amount by which $1,000 exceeds the amount de- 
termined under‘subsection 117.1(2) for the year, and 


(b) the amount by which the aggregate of all amounts 
each of which is ‘an amount included in computing his 
spouse’s income for the ‘year°as 

(i) interest, or 

(ii) grossed-up dividends 
exceeds the amount determined under subsection 
117.1(2) for the year 


exceeds the amount, if any, deducted by the spouse in com- 
puting the spouse’s taxable income for the year by virtue. of 
subsection (1). 


S: 110. ladded by 1974-75, c. 26, subsec: 70(1), applicable, by sub- 
sec. 70(2), to 1974 et seq. except that in its application to the 1974 
taxation year, s. 110.1 read as follows: 


110.1 (1): For the purpose of computing the taxable income 


S. 110.2 


for a taxation year of an individual (other than a trust that is 
not a testamentary. trust within the meaning assigned by para- 

graph 108(1)(i)), there may be deducted from his income for 
the year an amount equal to the lesser of 


(a) $1,000, and 


(b) the amount of interest included in computing the tax- 
‘payer’s income for the year including any amount in re- 
‘spect of interest that is required to be included in comput- 
ing his income for the year by virtue of subsection 56(4) 
or section 74 or 75 minus the aggregate of all amounts 
each of which is an amount deducted by him in comput- 
ing his income for the year by virtue of 


(i) subparagraph 8(1)(j)@) or hemi 20(1)(c) or 
(d)’or 60(d), or 


(il) paragraph 20(1)(k). to. the. extent that the deduc- 
tion thereunder is in respect of part of a payment that 
is regarded as a payment of interest for the purposes 
of subsection 16(1). 


(2) For the purposes of this section, interest included in com- 
puting a taxpayer’s income for a taxation, year shall not in- 
clude any: amount that is... 


(a) interest from a source outside Canada; 
(b) an annuity payment 
(i) under a registered retirement savings plan or 
“under a plan referred-to in ‘subsection 146(12) as an 
“amended plan’, or 
(ii) under a deferred profit sharing plan or under a 
plan referred to in subsection pr) as a “revoked 
plan”; 
(c) a payment 
(i) under an income-averaging annuity contract, or 
(ii) under a registered pension fund or plan; 
(d) a royalty; 
(e) exempt income; 
(f) included in computing the income fs the sd ate for 
the year by virtue of subsection 135(7) or 137(5); 
(g) interest paid or payable to the taxpayer by a person 
with whom the taxpayer does not deal at arm’s length; or 
(h) interest paid or payable to the taxpayer by a partner- 
ship of which the taxpayer is a member. 


(3) For the purposes of this section, subject to subsection (2), 
interest included in computing a taxpayer’s income for a taxa- 
tion: year shall be deemed to include 


(a) the amount by which any annuity payment (other than 
an annuity payment referred to in paragraph (2)(b)) re- 
ceived by the taxpayer in the year exceeds the capital ele- 
ment of that payment as determined or established under 
paragraph 60(a), and 


“~ (b) any amount included by virtue of £btiloraph 148(1)(a) 
in computing the income of the taxpayer for the year. 


110.2 [Repealed under former Act] 


Pre-RSC History: S. 110.2 repealed by. 1988, c, 55, s. 79, applica- 
ble to 1988 et seq., and para. 110.2(2)(c), as it applies to the 1986 
and 1987 taxation ‘years, shall be read as follows: 


~ (c) had not attained the age of 60 years and, in computing his 
income for the year, has deducted no amount under paragraph 
60(j) other than an amount 


(i) in respect of an amount included in computing his in- 
come pursuant to subsection 147(10) and received in sat- 
‘isfaction of his rights and entitlements under a deferred 
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profit sharing plan, or 


(ii) in respect of an amount received out of or under a 
registered pension plan where the amount so. received 
may reasonably be considered to be 


(A) the refund of all or part of the aggregate of all 
amounts each of which was an additional voluntary 
contribution made by him before October 9, 1986 to 
a registered pension plan for his benefit in respect of 
services rendered by him, or 


(B) interest on the refund, 
S. 110.2 formerly read: 


110.2 (1) Pension income deduction — For the purpose of 
computing the taxable income for a taxation year of an indi- 
vidual who, before the end of the year, has attained the age of 
65 years, there may be deducted an amount equal to the lesser 
of 


(a) $1,000, and 


(b) his pension income received in the year. 


(2) Qualified pension income exemption — For the pur- 
pose of computing the taxable income for a taxation year of 
an individual (other than a trust or an individual referred to in 
subsection (1)) who before the end of the year 


(a) had attained the age of 60 years, 


(b) had received a disability pension or survivor’s pen- 
sion under the Canada Pension Plan or a provincial pen- 
sion plan as defined in section 3 of that Act, or 


(c) had not attained the age of 60 years, and has not de- 
ducted in computing his income for the year an amount 
under paragraph 60(j) (other than in respect of an amount 
included in computing his income pursuant to subsection 
147(10), which amount was received in satisfaction of his 
rights and entitlements under a deferred profit sharing 
plan), 


there may be deducted an amount equal to the lesser of 
(d) $1,000, and 


(e) his qualified pension income received in the year. 


(3) Definitions — For the purposes of this section, subject to 
subsection (4), 


(a) “pension income” — “pension income” received by 
a taxpayer in a taxation year means the aggregate of 


(i) the aggregate of all amounts each of which is an 
amount received by him in the year 


(A) as a payment in respect of a life annuity out 
of or under a superannuation or pension fund or 
plan, . 


(B) that is an-annuity payment under a registered 
retirement savings plan, under a plan referred to 
in subsection 146(12) as an “amended: plan” or 
under an annuity in respect of which an amount 
is included in computing the taxpayer’s income 
by virtue of paragraph 56(1)(d.2), 


(C) that is a payment out of or under a registered 
retirement income fund, ; 


ment included in computing the taxpayer’s in- 
come for the year by virtue of paragraph 
56(1)(d) exceeds the capital element of that pay- 
ment as determined or established under para- 
graph 60(a), if before the end of the year the tax- 
payer has attained the age of 65 years, unless the 
taxpayer has elected in his return of income 
under this Part for the year for the purposes of 
subsection 110.1(1) to include all such amounts 
as interest. in computing his income for the year, 
and 


(ii) the aggregate of all amounts each of which is an 
amount included in computing the taxpayer’s income 
for the year by virtue of section 12.2 or paragraph 
56(1)(d.1), if before the end of the year the taxpayer 
has attained the age of 65 years, unless the taxpayer 
has elected in his return of income under this Part for 
the year for the purpose of subsection 110.1(1) to in- 
clude all such amounts as interest in computing his 
income for the year; and 


(b) “qualified pension. income” — “qualified pension 
income” received by a taxpayer in a taxation year means 
any amount described in clause (a)(i)(A) and amounts de- 
scribed in clauses (a)(i)(B) to (E) and subparagraph 
(a)(ii) (if clause (a)(i)(E) and subparagraph (a)(ii) were 
read without reference to the words “if before the end of 
the year the taxpayer has attained the age of 65 years,”) 
received by the taxpayer as a consequence of the death of 
his spouse. 


(4) Idem — For the purposes of this section, “pension in- 
come” and “qualified pension income” do not include any 
amount that is 


(a) the amount of any pension or supplement under the 
Old Age Security Act or of any similar payment under a 
law of a province; 


(b) the amount of any benefit under the Canada Pension 
Plan or a provincial pension plan as defined in section 3 
of that Act; 


(c) a retiring allowance; 

(d) a death benefit; 

(e) exempt income; | 
(f) the amount, if any, by which . 


(i) an amount required to be included in computing 
the taxpayer’s income for the year 


. exceeds 


(ii) the amount, if any, by which the amount referred 
to in subparagraph (i) exceeds the aggregate of all 
deductions taken by the. taxpayer in the year in re- 
spect of that amount; 


(g) a payment received out of or under a salary. deferral 
arrangement in respect of a taxpayer, an employee bene- 
fit plan or an employee trust; or 


(h) a payment out of or under a prescribed provincial 
pension plan. 


(D) that is 


(I) an annuity payment under a deferred 
profit sharing plan or under a plan referred 
to in subsection 147(15) as a “revoked 
plan”, or 


(II) a payment described in subparagraph 
147 (2)(k)(v), or 


(E) that is the amount by which any annuity pay- 


Para. 110.2(4)(h) added by 1987, c. 46, s. 39, applicable to 1987 et 
seq. 


Para. 110.2(4)(g) substituted by 1986, c. 55, s. 32, applicable after 
February 25, 1986. Para. (4)(g) formerly read: 


(g) a payment out of or under an employee benefit plan or an 
employee trust. 


All that portion of subsec. 110.2(1) preceding para. (a) substituted 
by, 1984, c. 1, subsec. 51(1) applicable to 1983 et seg. That portion 
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formerly read: 


110.2 (1) Pension income exemption — For the purpose of 
computing the taxable income for a taxation year of an indi- 
vidual who, before the end.of the year, has attained the age of 
65 years, there may be deducted from his income fe st year 
an amount equal to the lesser of 


All that portion of subsec. 110.2(2) following para. (c) and preced- . 


ing para. (d) substituted by 1984, c. 1, subsec. 51(2) applicable to 
1983 et seg. That portion formerly read: 


there may be deducted from his income for the year an 
amount equal to the lesser of* 


~Subsec. 110.2(2) substituted by 1980-81-82-83,'c. 140, subsec. 
67(1), applicable to the 1982 and subsequent taxation years. Subsec. 
(2) formerly read: 


(2) For the: purpose of computing the taxable income for a 
taxation year of an individual (other than a trust or an individ- 
ual referred to in subsection (1)), there may be deducted from 
his income for the Kae an amount equal to ‘the lesser of 


(a) $1, 000, and 
(b) his qualified pension income received in the year. 


Paras. 110.2(3)(a). and_(b) substituted by .1980-81-82-83, .c. 140, 
subsec. 67(2), applicable to 1982 et seg. Those paras. formerly read: 


(a) “pension income” received by a taxpayer in a taxation 
year means any amount received by him in the’ year 


(i) as a payment out of or under a stiperannuation or pen- 
sion-fund or plan, 


(ii) that is an annuity payment under a registered retire- 
ment savings plan or under a plan referred to in subsec- 
tion 146(12) as an “amended plan”, 


(ii.1) that is a payment out of or under a registered retire- 
ment income fund, i 
(iii) that is 

(A) an annuity payment under a deferred profit shar- 


ing plan or under a plan referred to in, subsection 
147(15) as a “revoked plan”, or 


(B) a payment described, in subparagraph 
147(2)(k)(v), or 


(iv) that is the amount by which any annuity payment 
(other than an annuity payment described in ‘subpara- 
graph (ii))or clause (iii)(A), ora payment under an in- 
come-averaging annuity contract) exceeds the capital ele- 
ment of that payment as determined or established under 
paragraph 60(a), if before the end of the year the taxpayer 
has attained the age of 65 years, unless the taxpayer has 
elected in his return of income under this Part for the year 
for the purpose of subsection 110.1(1) to include all such 
amounts as interest if Computing his.income for the year, 
and 


(b) “qualified pension income” received’ by a taxpayer in a 
taxation year means any amount described in subparagraph 
(a)(i) and amounts described in subparagraphs (a)(ii), (ii.1), 
(iii) and (iv) (if'subparagraph (a)(iv) were read without refer- 
ence to the words “if-before the end of the year the taxpayer 
has. attained the age of 65 years,”) received by the taxpayer as 
a consequence of the death of his spouse. 


Para. 110.2(4)(g) added by, 1980-81-82-83-,.c, 48, s. 54, applicable 


with respect to payments made after 1979. 


Subpara, 110.2(3)(a)(ii.1) added, para.,:110.2(3)(b) substituted by 


than an annuity payment described in subparagraph (ii) or 
clause (iii)(A), or a payment under an income-averaging an- 
nuity contract) exceeds the capital-element of that payment as 
determined or established under paragraph 60(a), if before the 
end of the year the. taxpayer has attained the age of 65 years; 
and Al 


Subsec. 110.2(5) repealed by 1976-77, c. 4, s. 45, applicable to 
1976 et,seg. Subsec, 110.2(5) formerly read: 


(5) Transfer. of unused deduction to spouse — Where the 
spouse of a taxpayer 


(a) has attained the age of 65. years before the end ist a 
taxation year and that spouse has received pension in- 
come in the year, or © 


(b) has received qualified pension income in the year, 


the taxpayer may, in addition to the amount, if any, deducted 
by him for the year, under, subsection (1) or (2), deduct ‘an 
amount equal. to the amount, if any, by which the lesser of, 


(c) $1,000; and 


(d) the spouse’s pension income or qualified’ pension in- 
* come, as the case may be, ‘for the year . 


exceeds 


(e) the amount deductible in the year by his spouse under 
subsection (1) or (2), as the case’ may be. 


S. bs added by 1974-75-76, c. 26, subsec. 70(1), applicable to 


1975 et aa 


110.3 rRepealéd under fiskinier cic 


Pre-RSC History: S. 110.3 repealed by 1988, c. ah S. 79, ‘applica- 
ble to 1988 et seq. S. 110.3 formerly read: 


110.3 Transfer of unused deductions — For the purpose of 
computing the taxable income for a taxation year of jan indi- 
vidual who, during the year was a married person, there may 


be. deducted. the amount, if any, by which 


(a) the aggregate of 
(i) am amount equal to the lesser of 


(A) the aggregate of all amounts each of which’ 
is an amount his spouse may claim as a deduc- 
tion for the year under section 110.1 or 110.2, 
and 


(B) the amount, if any, by which the maximum 
deduction. allowable under subparagraph 
109(1)(a)(ii) for the year exceeds the amount de- 
ducted by him for the year under that subpara- 
graph, and 


(ii) the aggregate of all amounts each of which is an 
“‘amount his spouse may claim as a deduction for the 
year under paragraph 109(1)(h) or 110(1)(e) or (g), 


exceeds 


(b) the amount, if any, by which the aggregate of his 
spouse’s income for the year and the: amount included 
under subsection 110.4(2) in computing his'spouse’s tax- 
able income for the year exceeds the amount allowable as 
a deduction under paragraph 109(1)(c). 


All that portion of s. 110.3 preceding para. (a) and para. 110.3(b) 
substituted by 1984, c. 1, subsecs. 52(1), (2), applicable to 1983 er 
eG. S. 110.3 preceding para. (a) and para. 110.3(b) formerly read: 


1977-78, c. 32, subsecs. 27(1), (2), to add reference to (1i.1) in para. 


110.2(3)(b). 


Subpara. 110.2(3)(a)(iv) substituted by 1977-78, c. 1, subsec. 53, 


applicable to 1977 et seg. Subpara. 110.2(3)(a)(iv) formerly read: 
(iv) that is the amount by which any annuity payment (other 
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110.3 Transfer of unused deductions — For the purpose of, 
computing the taxable income for a taxation year of an indi- 
vidual who, during the year was a married person, there may 
be deducted from his income for the year the amount, if any, 
by which: 


S. 110.3 


(b) the amount, if any, by which his spouse’s income for 
the year exceeds the’ amount allowable as a deduction 
under paragraph 109(1)(c). 
Para. 110.3(a) substituted by 1980-81-82-83, c. 140, s. 68, applica- 
ble to 1982 et seq. Para. (a) formerly read: 


(a) the aggregate of amounts his spouse may claim as a de- 
duction for the year under any of paragraphs 109(1)(h), 
110(1)(e) and 110(1)(g) and sections 110.1 and ‘110.2, 


S. 110.3 added by 1976-77, c. 4, s. 46, applicable to 1976 et seq. 


110.4 (1) [Repealed under former Act] 
Pre-RSC History: See at the end of s. 110.4. 


(2) Election — Where an individual files with the 
individual’s return under this Part for a taxation year 
ending before 1998 and throughout which the indi- 
vidual was resident in Canada an election in pre- 
scribed form on or before the day on or before which 
the individual was, or would have been if tax had 
been payable under this Part by the individual for the 
year, required to file a return of income under this 
Part for the year, there shall be added in computing 
the individual’s taxable income for the year the 
amount, if any, by which 


(a) such portion of the individual’s accumulated 
averaging amount at the end of the immediately 
preceding taxation year as is specified by the.in- 
dividual in the election 


exceeds 


(b) the total of amounts that would be the individ- 
ual’s farm loss or non-capital loss for the year if 
the amount determined for B in the definition 
“farm loss” or for C in the definition “non-capital 
loss” in subsection 111(8) were zero. 
Related Provisions: 110.4(4) — Death’ of a taxpayer; 
111(8)“non-capital loss’C — Amount: elected under 110.4(2) 
reduces non-capital loss; 111.1 — Order of applying provisions; 
120.1 — Adjustments to tax payable; 220(3.2), Reg. 600(b) — Late 
filing of election or revocation. 


Remission Orders: Prescribed Areas Forward Averaging Remis- 
sion Order, P.C. 1994-109 (remission for certain residents of pre- 
scribed areas who filed forward averaging elections for 1987). 


Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income. 


Information Circulars: 92-1: Guidelines for accepting. late, 
amended or revoked elections. 


Forms; T581: Forward averaging tax credits; T2203A: Forward 
averaging supplement — multiple jurisdictions. 


(3) [Repealed under former Act] 
Pre-RSC History: See at the end of s..110.4. 


(4) Death of a taxpayer — For the purposes of 
subsection (2), where an individual was resident in 
Canada throughout the period beginning on the first 
day of the taxation year in which the individual died 
and ending at the time of the individual’s death, the 
individual shall be deemed to have been resident in 
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Canada throughout that year. 


(5) Exception — Subsection (2) does not apply 
with respect to a return of income filed under sub- 
section 70(2) or 150(4) or paragraph 104(23)(d). 
Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things. 


(6) [Repealed under former Act] 
Pre-RSC History: See at the end of s. 110.4. 


(6.1) Revocation of election — An election filed 
by an individual under subsection (2) for a taxation 
year may be revoked, 


(a) where the individual died in the year in which 
the election was filed, by the individual or the in- 
dividual’s legal representative filing with the 
Minister a notice of revocation in writing not 
later than the day on or before which the individ- 
ual’s return of income for the year of death is re- 
quired to be filed, or would be required to be 
filed if tax under this Part were payable for the 
year of death; and ) 


(b) in any other case, by the individual or the le- 
gal representative filing with the Minister a no- 
tice of revocation in writing not later than the 
30th day following the day of mailing of a notice 
of assessment of an amount payable by the indi- 
vidual under this Part for the year. 


(7) [Repealed under former Act] 
Pre-RSC History: See at the end of s. 110.4. 


(8) Accumulated averaging amount — In this 
section and section 120.1, the accumulated averaging 
amount of an individual 


(a) at the end of any taxation year before 1998 
(other than a taxation year in which the individual 
dies) is the product obtained when 


(i) the amount, if any, by which 


(A) the individual’s accumulated averag- 
ing amount at the end of the. immediately 
preceding taxation. year igs ast 


exceeds 


(B) the amount specified under subsection 
(2) by the individual in the individual’s 
election for the year 
‘is multiplied by ) 
(ii) the ratio (adjusted in such manner as may 
be prescribed and rounded to the nearest one- 
thousandth or, where the ratio is equidistant 
from two consecutive one-thousandths, to the 
higher thereof) that the Consumer Price Index 
of the 12 month period that ended on Septem- 
ber 30 of that year bears to the Consumer 
Price Index for the 12 month period that en- 
ded on September 30 of the immediately pre- 
ceding year; 


(b) at the end of the taxation year before 1998 


888 


Div. C — Computation of Taxable Income S. 110.4(8) 


and in which the individuals dies is : ‘tioned in subclause (I), and 
(i) nil, where the individual’s tax payable 
under this Part for the year is computed under 
section 119, or 


(ii) the amount determined under subpara- 
graph (a)(i) for the year, in any other case; and 
(c) at any time after 1997 is nil. 
History: Subpara. 110.4(8)(b)(ii) amended by 1994, c. 7, Sch. II 
(1991, c: 49),»s. 80, to substitute “subparagraph (ayy for “‘para- 
graph (a)”, applicable to 1988 et seq. 
Pre-RSC History [s. 110.4]: Subsec. 110.4(1) repealed by 1988, 


c. 55, subsec. 80(1), applicable to 1988 et seg. Subsec. (1) formerly 
read: 


(C) the amount deducted under section 110.6 in 
computing his taxable income for the year of 
averaging. 
That portion of subsec. 110.4(2) preceding para. (a) substituted by 
1988, c. 55, subsec. 80(2), applicable to 1988 et seg. That portion 
formerly read: pp 


(2) Election — Where an individual who was resident in 
Canada throughout a taxation year files with his return for the 
year under this Part an election in prescribed form with the 
Minister on or before the day on or before which he was, or 
would have been if tax had been payable under this Part by 
him for the year, required to file a return of income under this 
Part for the year, there shall be added in computing his taxa- 
ble income for the year the amount, if any, by which 


Subsecs. 110.4(3), (6) repealed and (4), (5)'substituted, by 1988, c. 
55, subsecs. 80(3), (4), applicable to 1988 et:.seq. Subsecs. 110.4(3) 
to (6) formerly read: 


110.4 (1) Forward averaging — Where an individual (other 
than a trust) who was resident in Canada throughout a taxa-. 


~ tion year (in this section referred to as the “year of averag- 
ing”) and the two immediately preceding taxation years files 
with his return of income for the year of averaging under this 
Part an election in prescribed form with the Minister on’ or 
before the day on or before which he was required to file the 
return, there may, be deducted in computing his taxable. in- 
come for the year of averaging an amount (in this section re- 
ferred to as the “averaging amount”) that is not less than 
$1,000 nor more than the lesser of 


(a), the amount that would, but for this subsection, be his 
taxable income for the year of pence 8d and 


(b) the greater of 
(i) the aggregate. of 
eA) '"» of the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is an amount included by him under 
subparagraph 40(1)(a)(ii) or 44(1)(e)(ii) in 
computing his gain for the year of averaging 
from the disposition of a property 
exceeds ; 

(II) the aggregate of all amounts each of 
which is an amount deducted by him under 
subparagraph 40(1)(a)Gii) or 44(1)(e)(iii) in 
computing his gain for the year of averaging 
from the disposition of a‘property, and 


(B) the aggregate of all amounts each of which is 

the amount of : 
(I) his income for the year of averaging from 
the production of a literary, dramatic, musi- 
cal or artistic work, or 
(II) his income for the year of averaging 
from his activities as an athlete, a musician 
or a public entertainer, such as a theatre, mo- 
tion picture, radio or television artist, and 

(ii) the amount, if any, by which 
(A) his income for the year of averaging 
exceeds the aggregate of 

(B) 110% of the quotient obtained when 
(I) the aggregate of all amounts each of 
which is his adjusted income for ,a-taxation 
year in the period of such of the three years 
immediately preceding the year of,averaging 
as were years throughout which he was resi- 
dent in Canada 

is divided’ by 
(II) the number of years in the period men- 
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(3) Exception — Subsection (1) does not apply in computing 
the taxable:income of an-individual for a taxation year that 
ended in a calendar year during which he was a bankrupt 
(within the meaning assigned by section 128). 


-(4) Death of.a taxpayer — For the purposes of subsections 


(1). and (2), where. an. individual .was resident in Canada 
throughout the period beginning on the first day of the taxa- 
tion year. in which he died and ending at the tinie of his death, 
he shall be deemed ‘to have been’ resident in Canada through- 
out the taxation year in‘which he died. 

(5) Exception — Subsections (1) and (2) do not apply with 
respect to a return of income filed under subsection 70(2) or 
150(4) or paragraph 104(23)(d)... 

(6) Invalid election — An election filed by an, individual 
under subsection (1) for a year of averaging is not valid un- 
less on or before the day. on.or before which,the election is 


. required to be filed, the individual 


(a) has filed a.return of income: for each taxation year re- 
ferred. to in subclause (1)(b)(ii)(B)(1) for which.tax was 
payable by him, under this, Part; and_, 


(b) has: filed, with his return of income for the: year of 
averaging, a prescribed form for each taxation year re- 
ferred to in subclause (1)(b)(ii)(B)() for which no tax 
was payable by him under this Part and for which no re- 
turn has been filed. 


That portion of subsec. 110.4(6.1) preceding para, (a) substituted by 
1988, c. 55, subsec. 80(5), applicable with respect to elections made 
for 1988 et seq. That portion formerly read: 


(6.1) Revocation of election —-An election filed by an indi- 
vidual under subsection (1) or a for a taxation year may be 
revoked»: 


Subsec. 110.4(8) substituted by 1988, c. 55, subsec. 80(6), applica- 
ble to 1988 et seg. Subsec. (8) formerly read: 


(8) Definitions — In this section and section 120.1, 


(a) “accumulated averaging amount” — “accumulated 
averaging amount” of an individual at the end of any tax- 
ation year means the product obtained when 

(i) the amount, if any, by which the aggregate of 


(A) the individual’s accumulated averaging © 
amount at the end of the immediately preceding 
taxation year, and 
(B) the amount deducted under subsection (1) by 
the individual in computing his taxable income 
for the year 

exceeds 


(C) the amount as a by the individual in his 


S. 110.4(8) 


election for the year under subsection (2) 
is multiplied by 


(ii) the ratio (adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth 
or, where the ratio is.equidistant from two one- 
thousandths, to the larger thereof) that the Consumer 
Price Index for the 12 month period that ended on 
the 30th day of September of that year bears to the 
Consumer Price Index for the 12 month period that 

ended on the 30th day of September of the immedi- 
ately preceding year, 


except that, where the individual dies in a taxation year, 
his accumulated averaging amount atthe end of that year 
means , 


(iii) nil, where the individual’s tax payable under this 
Part, for that year is computed under section 119, or 


(iv) the amount determined under subparagraph (i) 
for that year, in any other case; and 


(b) “adjusted income” — “adjusted income” ofan indi- 
vidual for a taxation hee means the product obtained 
when 


(i) the amount, if any, By which his income for the 
year exceeds the amount deducted in computing his 
taxable income for the year ‘under. section 110.6 


_ 1s multiplied by 


(ii) the ratio, adjusted i in Le es manner as may ae pre- 
scribed and rounded to the nearest one-thousandth 
or, where the ratio is equidistant from two one- 
thousandths, to the higher thereof, that the Consumer 
Price Index for the 12 month period that ended on 
the 30th day of September next before the year of 
averaging bears to the Consumer Price Index for the 
12 month period that ended on the 30th day of Sep- 
tember next before the taxation year. 


Subpara. 110.4(1)(b)(ii) amended by 1986, c. 6, s. 57, to substitute 
“exceeds the aggregate of” for “exceeds” between cls. (A), (B), “his 


adjusted income” for “the’individual’s adjusted income” in subcl. | 
“the period mentioned” for “the period described” in subcl. | 


(B)(D), 
(B)U1), and to add cl. (C), applicable to!1985 et SCG. 

Para. 110.4(8)(b) substituted by 1986, €. 6, s. 57, applicable to 1985 
et seq. Para. (b) formerly read: 


(b) adjusted income — “adjusted i income” of an individual 
for a taxation year means the product obtained when his in- 
come for the year is multiplied by the ratio, adjusted in such 
manner as may be presctibed and rounded to the nearest one- 
thousandth or, where the ratio is equidistant from two one- 
thousandths, to the greater thereof, that the Consumer Price 
Index for the 12 month period that ended on the 30th day of 
September next before the year of averaging bears. to the 
Consumer Price Index for,the 12 month period that ended on 
the 30th day of September next before the taxation. year, 


Subsec. 110.4(6) substituted by. 1985, c. 45, subsec. 55(1),, applica- 
ble to 


(a) elections filed for 1984 et seq. and. 


(b) elections filed by a taxpayer for 1982 and 1983 if the tax- 
payer so requests of the Minister in writing before May 1986. 


Subsec. (6) formerly read: 


(6) An election filed under subsection @ for a year of aver- 
aging is not valid, unless 


(a) the individual has, within 30 days from the day of 
mailing of the first notice of assessment under this Part in 
respect of his income for the year; remitted to the Re- 
ceiver General all the assessed tax (other than any portion 
thereof the payment of which is deferred by virtue of an 
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election made under subsection 159(5)), interest and pen- 
alties then remaining unpaid in respect of the year, 
whether or not an objection to or appeal from. the- assess- 
ment iS, outstanding; and 


(b) on or before the day on or beled which the election is 
required to be. filed, the individual 


(i) has filed. a return Of i income for each taxation year 
referred to in subclause (1)(b)(ii)(B)(D for which tax 
was payable by him under this Part, and 


(ii) has filed, with his return of income for the year ~ 
of averaging, a prescribed form for each taxation 
year referred to in subclause (1)(b)(ii)(B)(D) for — 
which no tax was payable by him under this Part and. 
no return has. _been filed. ; 


Subsec. 110.4(6.1) added by 1985, c. 45, subsec. 55(1), applicable 
to 1982 et seg. except that where the taxation year referred to in the 
said subsection is the 1982, 1983 or 1984 taxation year, the notice 
of revocation referred to in paras. (a) and (b) may be filed with the 
Minister at any time on or before the later of 


(a). the day on or before which it would be required by the said 
subsection. to be filed; and 


(b) April:30, 1986. 


Subsec. 110.4(7) repealed by 1985, c. 45, subsec. 55(2), applicable 
to 1982 er seq. Subsec. (7) formerly read: 


(7) Presumption — Where the amount deducted by an indi- 
vidual under subsection (1) in respect of a year of averaging 
exceeds the amount deductible under that subsection, 


(a) such excess shall be deemed not to be included in the 
amount deducted under subsection (1); and 


(b) that portion of the amount that would, but for para- 
graph (a), be the amount determined under subsection 

_. 120.1(2) for the year that can reasonably be considered to 
be attributable to the excess referred to in paragraph (a) 
shall be deemed to be an amount paid by him, on account 
of his tax under this Part for the year, on the day that is 
the later of 


(i) the day on or before which he was required to file 
_ the election under subsection (1), and 


(ii) the day on which all the assessed tax, interest and 
penalties then remaining unpaid in respect of the 
year are remitted to the Receiver General. 


All the portion of para. 110.4(8)(a) following subpara. (ii) substi- 
tuted by 1985, c. 45, subsec. 55(3), applicable to 1985 et seg. That 
portion formerly read: 


except that, where the individual dies a taxation year, his 
accumulated averaging amount at the end of that year means 
the amount determined under subparagraph (i) for that year; 
and 


Subsecs. 110.4(2), (4), para. 110.4(6)(a), cl. 110.4(8)(a)(i)(C) and 
all that portion of para. 110.4(8)(a) following subpara. (i) substi- 
tuted by 1984, c. 1, subsecs. 53(1)-(5), applicable to 1983 et seq., 
except subsec. 110.4(4) and that portion of para. 110.4(8)(a) follow- 
ing subpara. (i) applicable to 1982 et seg.’‘Subsecs. 110.4(2), (4), 
para. 110.4(6)(a),.cl. 110.4(8)(a)(i)(C), and all that portion of para. 
110.4(8)(a) following subpara. (i) formerly read: 


(2) Election — Where an individual who was resident in 
Canada throughout a taxation year files with his return for the 
year under this Part an election in prescribed form with the 

~ Minister on or before the day on or before which he was, or 
would be, if tax''were payable under this‘Part by him for the 
year, required to file a return of income under this Part for the 
year, there may be added in computing his taxable income for 
the year such portion of his accumulated averaging amount at 
the end of the immediately preceding taxation year as is spec- 
ified by him in such election. 
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(4) Death of a taxpayer — For the purposes, of subsections 
(1) and (2) and section 120.1, where. an individual. was resi- 
dent in Canada throughout the period commencing onthe . 
~ first day of the taxation year in which he died and ending aye 
the time of his death, he shall be deemed to have ‘been resi- 
dent in Canada throughout the taxation Bid in which he died. 


» (a) the Saar deal has, within. 30 days from Aste day, of 
mailing of the first notice of assessment under this. Part in 
respect of his income for the year, remitted to the Re- 
ceiver General all the assessed tax, interest and penalties 
then remaining unpaid in respect of the year, ‘whether or 
not an objection to or appeal ean the assessment is out- 
standing; and 


(C), the “amount added under subsection (2). by 
the individual in computing his. taxable. income 
for the year 


1S Saatnoliad by 


(ii) the ratio, adjusted in ati gmanner as may be pre- 
scribed and rounded to the nearest one-thousandth 
or, where the ratio is equidistant from two one- 
thousandths, to the greater thereof, that the Con- 
sumer Price Index for the 12 month period that ended 
on the 30th’ day of September next before that year 

- bear's to the Consumer Price Index for the 12 month 
period that ended immediately before the commence- 
ment: of that 12 month period; and 


S. 110.4 added by 1980-81-82-83, c. 140, s. 69, applicable to 1982 
et seq., except that, in its application to the 1982 taxation year, the 
reference in. subsection 110.4(1) to,“‘the two,immediately preceding 
taxation years” shall Pe read as a reference to “the immediately pre- 
ceding taxation year”. 


Forms: 1541: Forward averaging tax Calculeean = deesased 


individuals. 
Definitions [s. 110.4]: “accumulated averaging amount” — 
110.4(8);-‘famount”, “‘assessment” — 248(1); “Canada” — 255; 
“farm loss” — 111(8), 248(1); “individual”, “Minister” — 248(1); 
“non-capital loss” — 111(8), 248(1); ‘pesseribed ). 
dent in Canada” — 250; “taxable income” — 2(2), 248(1); “taxa- 
tion year” — 249; “writing” — Interpretation Act tobe} fs a 
Interpretation Bulletins [s. 110.4}:IT-504R2: Visual artists and 
writers; IT-519R: Medical expense,and disability tax credits and at- 
tendant care expense deduction. ; 


110.5 Additions for foreign tax deductions — 
There shall be added to a corporation’s taxable in- 
come otherwise determined for a taxation year such 
amount as the corporation may claim to the extent 
that the addition thereof 


‘(a) increases any amount deductible by the corpo- 
ration under'subsection 126(1) or: i for the year; 
and 


(b) does not increase an amount deductible by the 
corporation under any of. sections’ 125, 125.1, 
127, 127:2 and 127.3 for the year. 


Related Provisions: 111(8)“non-capital loss”B — Borla 
of amount-determined; under 110.5. 


Pre-RSC History: S. 110.5 added by 1985, c. 45: subsec. 56(1), 
applicable to 1985 et seq. 
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248(1); “resi- 
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“amount” — 248(1); “corporation” — 
2481), feieunreiation Act 35(1); “taxable income” — riche 248(1); 
“taxation year’ — 249. 


Interpretation Bulletins [s. 110.5]: IT- 232R2: Non-capital 


| losses, net capital losses, restricted farm losses, farm losses and 
| partnership losses — their composition and deductibility, in comput- 
| ing taxable income; IT-270R2: Foreign tax credit; IT-302R3: 


Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987. 


110.6 (1) [Capital gains exemption — ] Defini- 
tions — For the purposes. of this section, 


“annual gains limit” of an individual for a taxation 
year means the amount determined by the formula 


ae A-B 
where; 
A is the lesser of 


(a) the amount determined in respect of the in- 
dividual for the year under paragraph 3(b) in 
’ respect of capital gains and capital losses, and 


(b). the amount that. would be determined in 
respect of the individual for. the year under 

_ paragraph 3(b) in respect of capital gains and 
losses if the only. properties referred. to in that 
‘paragraph were qualified farm properties dis- 
posed of by: the individual after 1984 and 
qualified small business corporation shares 
disposed of: by ‘the individual after June 17, 
1987, and 


B is the total of 
@) the amount, if any, by which 


(i) the individual’s net capital losses for 
other taxation years deducted under para- 
» graph: 111(1)(b) in computing the individ- 
‘ual’s taxable Pana for the year ~ 
exceeds 


(ii). the amount, if. any, by which..the 
© amount determined in respect of the indi- 
“vidual for the year under paragraph 3(b) in 
respect of capital gains and capital losses 
exceeds the amount determined for A in 
respect of the individual for the ‘year, and 


(b) all.of the individual’s allowable business 
investment losses for the year; 


Related Provisions: 110.6(13) — Meaning of “amount deter- 
mined under para. 3(b)”; 257 — Formula cannot calculate: to’ less 
than zero. See also Related provisions and Definitions at,end of s. 
110.6. 


History: Para. (b) of the description of A in the definition “annual 
gains limit” .in subsec. 110.6(1) amended by.1995, c,,.3, subsec. 
32(2), applicable to 1994 et seg. except that, for the 1994 and 1995 
taxation years, it.shall be read.as follows: 


(b) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if 


(i) the only. properties referred to in paragraph 3(b) were 
properties disposed of by. the individual after 1984 and, 
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except where the property was at the time of the disposi- 
tion a qualified small business corporation share or quali- 
fied farm property of the individual, before February 23, 
1994, 


(i.1) no amount were included under paragraph 3(b) in 
respect of 


(A) a taxable capital gain of the individual that re- 
sulted from an election made. under subsection (19) 
by a personal trust unless the individual was a bene- 
ficiary under the trust on February 22, 1994, and 


(B) that portion of a taxable capital gain referred to 
in clause (A) that can reasonably be regarded as be- 
ing in respect of an amount that is included in com- 
puting the individual’s income because of an interest 
in the trust that was acquired by the individual after 
February 22, 1994, 


(i.2) except for the purpose of determining the individ- 
ual’s share of a taxable capital gain of a partnership for 
its fiscal period that includes February 22, 1994 or a taxa- 
ble capital gain of the individual resulting from a desig- 
nation made under section 104 by a trust for its taxation 
year that includes that day, in determining the individ- 
ual’s taxable capital gain for the 1995 taxation year from 
the disposition of a property (other than a qualified small 
business corporation share or qualified farm property), 
this Act were read without reference to subparagraphs 
40(1)(a)(ii) and 44(1)(e)(ii), and 


(ii) the individual’s capital gains and capital losses for the 
year from dispositions of non-qualifying real property of 
the individual were equal to the individual’s eligible real 
property gains and eligible real property losses, respec- 
tively, for the year from those dispositions, and 


Para. (b) of the description of A formerly read: 


(b) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if 


(i) the only properties referred to in paragraph 3(b) were 
properties disposed of by the individual after 1984, and 


(ii) the individual’s capital gains and capital losses for the 
year from dispositions of non-qualifying real property of 
the individual were equal to the individual’s eligible real 
property gains and eligible real property losses, respec- 
tively, for the year from those dispositions, and 


“Annual gains limit” in subsec. 110.6(1) amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 47(1), applicable (as amended by 
1994, c. 21, subsec. 50(6)) to 1985 et seq. except that in its applica- 
tion to the 1985 to 1991 taxation years para. (b) of the description of 
A shall be read as follows: 


(b) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if the only properties referred to in 
paragraph 3(b) were properties disposed of by the individual 
after 1984, and 


That definition formerly read: 


“annual gains limit” of an individual for a taxation year 
means the amount, if any, by which 


(a) the amount that would be determined in respect of the 
individual for the year under paragraph 3(b) in respect of 
capital gains and capital losses if the only properties re- 
ferred to in that paragraph were properties disposed of by 
the individual after 1984 


exceeds the total of 


(b) the amount of the individual’s net capital losses for 
other taxation years deducted in computing the individ- 
ual’s taxable income for the year under paragraph 
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111(1)(b), and 
(c) the total of all the individual’s allowable business’ in- 
vestment losses for the year; 


Pre-RSC History: Para. (a) of “annual gains limit” in subsec. 
110.6(1) substituted by 1988, c. 55, subsec. 81(1), applicable to 
1988 et seg. Para. (a) formerly read: 


(a) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if the properties referred to in that 
paragraph were 


(i) in the case of properties other than qualified farm 
properties, only such properties disposed of by him in the 
year, and 


(ii) in the case of qualified farm properties, only such 
properties disposed of by him after 1984, 


1986, c. 6, s. 58 provides that in its application to the 1985 taxation 
year, that portion of the definition of “annual gains limit” in subsec. 
110.6(1) following para. (a) shall be read as follows: 


exceeds the aggregate of 


(b) the amount of his net capital losses for other taxation 
years deducted in computing his taxable income for the 
year under paragraph 111(1)(b), 


(c) the aggregate of all his allowable business investment 
losses for the year, and 
(d) the amount, if any, by which 


' (i) the aggregate of all amounts deducted under sub- 
section 146(5.3) in computing his income for the 
year in respect of his capital gains for the year from 
the disposition of property in the year 

exceeds 
(ii) the aggregate of all amounts included under sub- 


section 146(8) in computing his income for the year; 
and 


Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property. 
Forms: See list at end of s. 110.6. 


“child” has the meaning assigned by subsection 
70(10); 

Pre-RSC History: “Child” added to subsec. 110.6(1) by 1988, c. 
55, subsec. 81(4), applicable to 1988 et seg. 


“cumulative gains limit” of an individual at the end 
of a taxation year means the amount, if any, by 
which 


(a) the total of all amounts determined in respect 
of the individual for the year or preceding taxa- 
tion years that end after 1984 for A in the defini- 
tion “annual gains limit” 

exceeds the total of 


(b) all amounts determined in respect of the indi- 
vidual for the year or preceding taxation years 
that end after 1984 for B in the definition “‘annual 
gains limit’, 

(c) the amount, if any, deducted under paragraph 
3(e) in computing the individual’s income for the 
1985 taxation year, 


(d) all amounts deducted under: this section in 
computing the individual’s taxable incomes for 
preceding taxation years, and 
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(e) the individual’s cumulative net investment 
loss at the end of the year; fi 


History: The definition “cumulative gains limit” in subsec. 
110.6(1) substituted by 1994, c..21, subsec.'49(1), applicable to 
1985 et.seq.; and, notwithstanding subsections 152(4) to (5), such 
assessments and determinations in respect of any taxation years may 
be made as are necessary to give effect to the amended definition. 
That definition formerly read; 


“cumulative gains limit” of an individual at the end of a taxa- 
tion year means the amount, if any, by which 


(a) the total of all amounts each of which is 


(i) the amount determined in respect of the individual 
for the year or a preceding taxation year ending after 
1987 for A in the definition “annual gains limit”, or 


(ii) the amount determined in respect of the individ- 
ual for a preceding taxation year ending after 1984 
and before 1988 under paragraph (a) of the definition 
“annual gains limit” as it read in its application to 
those years 


exceeds the total of 
(b) all amounts each of which is 


(i) the amount determined in respect of the individual 
for the year or a preceding taxation year ending after 
1987 under paragraph (a) or (b) of the description of 
B in the definition “annual gains limit’, 


(ii) the amount determined in respect of the individ- 
ual for a preceding taxation year ending after 1984 
and before 1988 under paragraph (b) or (c) of the 
definition “annual gains limit” as it read in its appli- 
cation to those years, or 

(iii) an amount deducted under paragraph 3(e) by the 
individual for the individual’s 1985 taxation year, 


(c) all amounts deducted under this section in computing 
the individual’s taxable income for a preceding taxation 
year, and 


(d) the individual’s cumulative:net investment loss at the 
end of the year; 


“Cumulative gains limit” in subsec. 110.6(1) amended by 1994, c. 
7, Sche VIIL(1993, c. 24), subsec. 47(1), applicable to 1988 et seg. 
That definition formerly read: 


“cumulative gains limit” of an individual at the end of a taxa- 
tion year means the amount, if any, by which 


(a) the total of all amounts each of which is the amount 
determined in respect of the individual for the year or a 
preceding taxation year ending after 1984 under para- 
graph (a) of the definition “annual gains limit’ in this 
subsection . 


exceeds the total of 


(b).the total of all amounts each of, which is the amount 
determined in respect of the individual for the year or a 
preceding taxation year ending after 1984 under re 
graph (b) or (c) of the definition “annual gains limit” 
this subsection or an amount deducted by the individual 
under paragraph 3(e) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, for the individ- 
ual’s'1985 taxation year, 


(c) the total of all amounts each of which is an amount 
deducted by the individual under this section in‘comput- 
ing the individual’s taxable income for a preceding taxa- 
tion year, and 


(d) the individual’s cumulative net investment loss. at the 
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end of the year; 


Pre-RSC History: Para. (d) of “cumulative gains limit? ‘in subsec. 
110.6(1).added'by 1988, c. 55, subsec. 81(2), applicable to 1988 et 
seq. 


“cumulative net investment loss” of an individual 
at the end of a taxation year means the amount, if 
any, by which 


(a) the total of all amounts each of which is the 
investment expense of the individual for the year 
or a preceding taxation year ending after, 1987 


exceeds . 


(b) the total of all amounts each o which i is the 
investment income of the individual for the year 
or a preceding taxation year ending after 1987; 


Pre-RSC History: “Cumulative net. investment loss” added to 
subsec. 110.6(1) by 1988, c. 55, subsec. 81(4), applicable to 1988 et 
seq. 


Forms: T936: Calculation of cumulative net investment loss. 


“eligible real property gain” — [Repealed] 
History: The definition “eligible real property gain” in subsec. 


110.6(1) repealed by 1995, c: 3, subsec. 32(1), er axe after 
1995; The definition formerly read: 


“eligible real property gain” of an individual for a taxation 
year from.a disposition of a non-qualifying real property of 
the individual means the amount determined by the formula 


Poy Be 
A Xa 
C 


where 


A is the individual’s capital: gain for the year from the 
disposition, 


B* is the number of-calendar months in the period that be- 
gins with the later of the calendar month in which the 
property was last acquired by ‘the individual and January 
1972 and ends with February 1992, and 


C is the number of calendar months in the period that be- 
gins with the later of the calendar month: in;which the 
property was last acquired by the individual and January 
1972 and ends with the calendar month in which the 
property was disposed of by the individual; 


“Bligible real property gain” added to subsec. 110.6(1) by 1994, c. 
7, Sch. VIII (1993; c. 24); subsec. 47(6), applicable to 1992 et seq. 


“eligible real property loss” — [Repealed] 
History: The definition “eligible real. property loss” in subsec. 


110.6(1) repealed by 1995, c. 3, subsec. 32(1), applicable after 
1995. The definition formerly read: 


“eligible real property’ loss” of an individual for a taxation 
year from a disposition of a non-qualifying feal-property of 
the individual means the amount determined by; the formula 


B 
Bea 
€ 


where 


A is the individual’s capital loss for the year from the 
disposition, 
Bis the number of calendar months in the period that be- 
gins with the later of the calendar month in which the 
© property was last acquired by the individual and January 
1972 and ends with February 1992, and 
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is the number of calendar months in the period that be- 
gins with the later of the calendar month inwhich the 
property was last acquired by the individual and January 
1972 and ends with the calendar month in which the 
property was disposed of by the individual; 


“Eligible real property loss” added to ‘subsec. 110.6(1) by 1994, c. 
7, Sch. VIIT (1993, c. 24), subsec. 47(6), applicable to 1992 et seg. 


“Snterest in a family farm partnership” of an indi- 
vidual (other than a trust that is not a personal trust) 
at any time means an interest owned by the individ- 
ual at that time in a partnership where 


(a) throughout any 24-month period ending 
before that time, more than 50% of the fair mar- 

ket value of the property of the partnership was 
attributable to 


(i) property that was used by 
(A) the partnership, 
(B) the individual, 


(C) where the individual is a personal trust, 
a beneficiary of the trust, 


_(D) a spouse, child or parent of the ividi- 
vidual or of a beneficiary referred to in 
clause (C), or 


(E) a corporation a share of the capital 
stock of which was a share of the capital 
stock of a family farm corporation of the 
individual, a beneficiary referred to in 
clause (C) or a spouse, child or parent of 
the individual or of a beneficiary referred 
to in clause (C), 


principally in the course of carrying on the 
business of farming in Canada in which the 
individual, a beneficiary referred to in clause 
(C) or a spouse, child or parent of the individ- 
ual or of a beneficiary referred to in clause (C) 
was actively engaged on a regular and contin- 
uous basis, 


(ii) shares of the 2 atl stock or indebtedness 
of one or more corporations all or substan- 
tially all of the fair market value of the prop- 
erty of which was attributable to properties 


described in subparagraph (iii), or 


(iii) properties described in either subpara- 
graph (i) or (ii), and 


(b) at that time, all or substantially all of the fair 
market value of the property of the partnership 
was attributable to 


(i) property that was used priiieipally in the 
course of carrying on the business of farming 
in Canada by the partnership or a person re- 
ferred to in subparagraph (a)(i), 


(ii) shares of the capital stock or indebtedness 
of one or more corporations described in sub- 
paragraph (a)(ii), or 

(ili) properties described in subparagraph (i) 
or (il). 
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Related Provisions: 252(4)(a) Extended meaning of 
“spouse”. See also Related provisions and Definitions at end of s. 
110.6. 


History: “Interest in a family farm partnership” in subsec. 110.6(1) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 47(2), appli- 
cable to 1992 et seq. That definition formerly read: 


“interest in a family farm partnership” of an individual (other 
than a trust that is not a personal trust) at any time means an 
interest owned by the individual at that time in a partnership 
where, 


(a) throughout any 24-month period ending before that 
time, more than 50% of the fair market value of the prop- 
erty of the partnership was attributable to property used 
by 


(i) the partnership, 
(ii) the individual, 


(iii) where the individual is a personal trust, a benefi- 
ciary of the trust, 


(iv) a spouse, child or parent of the individual or of a 
beneficiary referred to in subparagraph (iii), or 


(v) a corporation a share of the capital stock of which 
was a share of the capital stock of a family farm cor- 
poration of the individual, a beneficiary referred to in 
subparagraph (iil) or a spouse, child or parent of the 
individual or of such a beneficiary 


principally in the course of carrying on the business of 
farming in Canada in which the individual, a beneficiary 
referred to in subparagraph (iii) or a spouse, child or par- 
ent of the individual or of such a beneficiary was actively 
engaged on a regular and continuous basis, and 


(b) at that time, all or substantially all of the fair market 
value of the property of the partnership was attributable 
to property that has been used principally in the course of 
carrying on. the business of farming in Canada by the 
partnership or a person referred to in paragraph (a); 


“Interest in a family farm partnership” substituted by 1994, c. 7, 
Sch. II (1991, c. 49), subsec. 81(1), siuaaers to 1988 et seq. That 
definition formerly read: 


“interest in a family farm partnership” of an individual (other 
than a trust that is not a personal trust) at any time means an 
interest owned by the individual at that time in a partnership 
all or substantially all of the property of which was, at that 
time, property used by 


(a) the partnership, 
(b) the. individual, 


(c) where the individual is a personal trust, a beneficiary 
of the trust, 


(d) a spouse, child or parent of a person referred to in 
paragraph (b) or (c), or 


(e) a corporation, a share of the capital stock of which 
was a share’ of the capital stock of a family farm corpora- 
tion of an individual referred to in paragraph (b), (c) or 


(d) 


throughout a period of at least 24 months before that time in 
the course of carrying on the business of farming in Canada 
in which any individual referred to in paragraph (b), (c) or (d) 
was actively engaged on a regular and continuous basis; 


Pre-RSC History: “Interest in a family farm partnership” added to 
subsec. 110.6(1) by. 1988, c. 55, subsec. 81(4), applicable to 1988 et 
seq. 


‘4{nvestment expense” of an individual for a taxa- 
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tion year means. the total-of 


(a) all amounts deducted in computing the indi- 
vidual’s income’ for the year from property (ex- 
cept to the extent ‘that the amounts were other- 
wise. taken into. account. in computing the 
individual’s investment expense or investment in- 
come for the year) other than any amounts. de- 
_ ducted under 


(i) paragraph 20(1)(c),.(d), (e), or (e. 1) of this 


Act or paragraph 20(1)(k) of the Income Tax — 


Act, chapter 148 of the Revised Statutes of 
Canada, 1952; in respect of borrowed money 


that was used by the individual, or that was 
used to acquire property that was used by the © 


individual, 


(A) to make a aS ier as consideration 
for an income-averaging annuity. contract, 


(B) to pay a premium under a’ registered 
retirement savings plan, or — 


‘(C) to make a contribution to a registered 
pension plan or.a deferred profit anerins 
. plan, or 


(ii) paragraph 20(1)G). or airs 65(1), 
66(4);°66.1(3), 66. — or 66. er 


(b) the total of 


(i) all amounts deducted under paragraph 
20(1)(c), (d), (e), (e-1), (f) or (bb) of this Act 

or paragraph 20(1)(k) of the Income Tax Act, 
chapter 148: of the Revised Statutes of Can- 
ada, 1952, in. computing:the individual’s in- 
come forthe year from.a partnership of which 
the individual was a specified member in the 
fiscal period of -the parkyersbap ending in the 
year, and 


(ii) all amounts deducted’ under sitbparagraph 

20(1)(€)(vi) in computing the individual’s in- 

come for the year in respect of an expense in- 

curred by a partnership of which the individ- 

ual was a specified member in the fiscal 

period of the partnership ending immediately 
~ before it ceased to exist, 


(c). the total of | 


(a) all amounts (other than allowable ganital 
losses) deducted in computing the individual’s 
income for the year.in respect of the individ- 
ual’s. share of the amount of any loss of a part- 
nership of which the individual was a speci- 
fied member in the partnership’s fiscal period 
ending in the year, and 
(ii) all amounts each of which is an amount 
deducted under paragraph 111(1)(e) in com- 
puting the individual’s taxable income for the 
year; 

(d) 50% of the total of all amounts each of which 


is an amount deducted under subsection 66(4), | 


66.1(3), 66.2(2) or 66.4(2) in computing the indi- 


vidual’s income for the year in»respect of ex- 
penses incurred and renounced under subsection 
66(12.6), (12.601); (12.62) or (12.64) by a corpo- 
ration or incurred by a partnership of which the 
individual was a specified member in the fiscal 
period of the partnership in which the expense 
was incurred, and | 


(e) the total of all amounts each of which is the 
amount of the individual’s loss for the year from 


(i) property, or . | 

(i1) renting or leasing a tential wipeity) (within 
the meaning assigned by subsection 1100(14) 
of the Income Tax Regulations) or a property 


described in Class 31 or 32 of Schedule II to 
the Income Tax Regulations if 


owned. by the individual or by a partnership of 
which the individual was a member, other than a 
partnership of which the individual was a speci- 
fied member in the partnership’s. fiscal. period 
ending in the year, and 


(f) the amount, if any, by which the total of the 
individual’s, net capital losses for other taxation 
years deducted under paragraph 111(1)(b) in 
computing the individual’s taxable income for the 
year exceeds the amount determined in respect of 
the individual for the year under paragraph (a) of 
the description of B in the definition “annual 
gains limit”; 

History: Para. (d) of the definition “investment expense” in subsec. 


110.6(1) amended by 1994, c. 8, s. 13, to add reference to subsec. 
66(12. 601), applicable to 1992 et seq. 


Para. (f), of * ‘investment expense” in subsec. 110. 6(1) added by 
1994, c. 7; Sch. VIII (1993, c. 24), subsec. 47(3), appligable to, 1992 
et seq. 


Paras. (a), (b) of “investment expense” in subsec.:110.6(1). substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. paws i a 
to 1988 et seq. except that 


(a) para. (a) does not apply before 1989 to amounts déduéted 
under para. 20(1)(a) in respect of a certified production (within 
the meaning assigned’ by subsec. 1104(2) of the Regulations) of 
a taxpayer or a partnership that is property included ‘in para: (n) 
in Cl. 12 of Sch. II to the Regulations, and 


(b) in its.application to a taxpayer who so.elects' by notifying 
the Minister of National Revenue in writing before 1993, sub- 
para. (a)(ii) shall, in respect of the Faxpayer S 1988 and 1989 


| taxation years, be read as follows: 


(ii). paragraph 20(1)Q), to the extent that the total of all 
amounts deducted under that paragraph by the taxpayer 
in the year or a preceding taxation year ending after 1987 
exceeds the total of all amounts ‘each of. which’ is: an 
amount that : 


(A).-was included in the taxpayer’s investment in- 
come for the taxpayer’s’ 1988 or 1989 taxation. year, 
and 
(B) was included under subsection 15(2) in the tax- 
payer’s income for the taxpayer’s 1988 or 1989 taxa- 
tion year, 
or subsection 65(1), 66(4), 66.1(3), 66.2(2) or 66.4(2), 
Paras;.(a), (b) formerly read: 
(a) the total ofall amounts each of which is.an amount (other 
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than an amount deducted under subsection 65(1), 66(4), 
66.1(3), 66.2(2) or 66.4(2)) deducted in computing the indi- 
vidual’s income for the year from property, except to the ex- 
tent that the amount was included in computing the individ- 
ual’s investment expense for the year under paragraph (b), (c) 
or (€), : 
(b) the total of all amounts each of which is an amount de- 
ducted under paragraph 20(1)(c), (d), (e), (f) or (bb) of this 
Act or paragraph 20(1)(k) of the Income Tax Act; chapter 148 
of the Revised Statutes of Canada, 1952, in computing the 
individual’s income for the year from a partnership of which 
the individual was a specified member in the fiscal period of 
the partnership-ending in the year, 
Subpara. (c)(1) of “investment expense” in subsec. 110.6(1) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 81(3), applicable 
to 1988 et seg. Subpara. (c)(i) formerly read: 
(1) all amounts each of which is an amount deducted in com- 
puting the individual’s income for the year as the individual’s 
share of the amount of any loss of a partnership of which the 
individual was a specified member in the fiscal period of the 
partnership ending in the year, and 
That portion of para. (e) of “investment expense” following sub- 
para. (ii) in subsec. 110.6(1) substituted by 1994, c. 7, Sch. 11 (1991, 
c. 49), subsec. 81(4), applicable to 1988 et seq., except that the para. 
does not apply before 1989 to amounts deducted under para. 
20(1)(a) in respect of a certified production (within the meaning as- 
signed by subsec. 1104(2) of the Regulations) of a taxpayer or a 
partnership that is property included in para. (n) in Cl. 12 of Sched. 
II to the Regulations. That portion of para. (e) formerly read: 
owned by the individual or by a partnership of which the indi- 
vidual was a member, except to the extent that the amount 
was included in computing the individual’s investment ex- 
pense for the year under paragraph (c); 
Pre-RSC History: “Investment expense” added to subsec. 
110.6(1) by 1988, c. 55, subsec. 81(4), applicable to 1988 et seq., 
except that paras. (a), (c) and (e) are not applicable before 1989 
with respect to amounts deducted under para. 20(1)(a) in respect of 
a certified production (within the meaning assigned by subsec. 
1104(2) of the Regulations) of a taxpayer or a partnership that is 
property included in para. (n) of Class 12 of Schedule II of the 
Regulations: 
I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“investment income” of an individual for a taxation 
year means the total of 


(a) all amounts included in computing the indi- 
vidual’s income for the year from property (other 
than an amount included under subsection 15(2) 
or paragraph 56(1)(d) of this Act or paragraph 
56(1)(d.1) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952), including, 
for greater certainty, any amount so included 
under subsection 13(1) in respect of a property 
any income from which would be income from 
property (except to the extent that the amount 
was otherwise taken into account in computing 
the individual’s investment income or investment 
expense for the year), 


(b) all amounts (other than taxable capital gains) 
included in computing the individual’s income 
for the year in respect of the individual’s share of 
the income of a partnership of which the individ- 
ual was a specified member in the partnership’ s 
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fiscal period ending in the year, including, for 
greater certainty, the individual’s share of all 
amounts included. under subsection 13(1) in com- 
puting the income of the partnership, 


(c) 50% of all amounts included under subsection 
59(3.2) in computing the individual’s income for 
the year, 


(d) all amounts each of which is the amount of 
the individual’s income for the year from 


(i) a property, or 


(ii) renting or leasing a rental property (within 
the meaning assigned by subsection 1100(14) 
of the Income Tax Regulations) or a property 
described in Class 31 or 32 of Schedule II to 
the Income Tax Regulations 


owned by the individualor by a partnership of 
which the individual was a member (other than a 
partnership of which the individual was a speci- 
fied member in the partnership’s fiscal period 
ending in the year), including, for greater cer- 
tainty, any amount included under subsection 
13(1) in computing the individual’s income for 
the year in respect of a rental property of the indi- 
vidual or the partnership or in respect of a prop- 
erty any income from which would be income 
from property, 


(e) the amount, if any, by which 


(i) the total of all amounts (other than amounts 
in respect of income-averaging annuity con- 

tracts or annuity contracts purchased under 
deferred profit sharing plans or plans referred 
to in subsection 147(15) as revoked plans) in- 
cluded under paragraph 56(1)(d) of this Act or 
paragraph 56(1)(d.1) of the Income Tax Act, 
chapter 148 of the Revised Statutes. of Can- 
ada, 1952, in computing the individual’s in- 
come for the year 


exceeds 


(ii) the total of all amounts deducted under 
paragraph 60(a) in computing the individual’s 
income for the year, and i 


(f) the amount, if any, by which the total of all 
amounts included under paragraph 3(b) in respect 
of capital gains and capital losses in computing 
the individual’s income for the year exceeds the 
amount determined in respect of the individual 
for the year for A in the definition “annual gains 
limit”; , 

History: Para. (f) of “investment income” in subsec. 110.6(1) ad- 


ded by 1994, c. 7,.Sch. VIII (1993, c. 24), subsec. 47(4), applicable 


to 1992 et seq. i 


“Investment income” amended to substitute paras. (a) to (e) for (a) 
to (d) by 1994, c. 7, Sch. II (1991, c. 49), subsec. 81(5), applicable 
to 1988 et seq. except that in its application to a taxpayer who so 
elects by notifying the Minister of National Revenue in writing 
before 1993, para. (a) shall be read without reference to “subsection 
15(2) or” in respect of the taxpayer’s 1988 and 1989 taxation years. 
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Paras. (a) to (d) formerly read: 


(a) the total of all amounts included in computing the individ- 
ual’s income for the year from property, including, for greater 
certainty, any amount included under subsection 13(1) in re- 
spect of a property the income from which would be income 
from property, except to the extent that the amount was in- 
cluded in computing the individual’s investment income for 
the year under paragraph (b). or (d), 


(b) the total of all amounts each of which is an amount in- 
cluded in computing the individual’s income for the year as 
the individual’s share of the income.of.a partnership of which 
the individual was a specified member in,the fiscal period of 
the partnership ending in the year, including, for greater cer- 
tainty, the individual’s share of all amounts, included under 
subsection 13(1) in computing the income of the partnership, 


(c) 50% of the total of all amounts included in computing the 
 individual’s income for the.year under subsection 59(3.2), 
and 


(d) the total of all amounts each of which is an amount in- 
cluded in computing the individual’s income for the year 
from 


(i) property, or 
(ii) renting or leasing a rental property (within the mean- 
ing assigned by subsection 1100(14) of the Income Tax 


Regulations) or a property described in Class 31 or 32 of 
Schedule II to the Income Tax Regulations 


owned by the individual or by a partnership of which the indi- 
vidual was a member, except to the extent that the amount 
was included in computing the individual’s investment in- 
come for the year under paragraph (b), including, for greater 
certainty, any amount included under subsection 13(1) in 
computing the individual’s. income for the year in respect of 
rental property or in respect of a property the income from 
which would be income from property; 


.(D). where the individual is a personal trust, a 
preferred beneficiary (within the meaning as- 
signed by subsection 108(1)) under the trust 
(otherwise than as a member of a partnership), 


(E) a spouse, child' or parent of the individual or 
of a preferred beneficiary. described in clause (D) 
(otherwise than as a member of a partnership), 


(F) a corporation (otherwise than as a member of 
a partnership) where shares representing all or 
substantially all of the fair market value of all 
the issued and outstanding shares of its, capital 
stock were owned.by, one or more persons de- 
scribed in this. subparagraph, 


(G) one or more persons as members of a part- 
nership where interests representing all or sub- 
stantially all of the fair market value of all part- 
nership interests'in the partnership were owned 
by one or more persons described in this subpar- 
agraph, or 


(H) a personal trust (otherwise than as a member 
of a partnership) where interests representing all 
or substantially all.of the fair market value of all 
_ beneficial interests in the trust were owned by 
-one.or more persons described in this subpara- 
graph, and 


(iii) real; property of the partnership (except where 
the individual is a specified member of the partner- 
ship or, if a taxable capital gain of the, individual’s 
spouse from the disposition of property of the part- 
nership would be a taxable capital gain of the indi- 
vidual, the individual’s spouse is a specified member 
of the partnership) that was used 


(A) throughout that part of the 24-month period 
preceding the determination time during which it 
was property of the partnership, the individual or 


Pre-RSC History: “Investment income” added to subsec. 110.6(1) the individual’s spouse, or 

O iaieh lg RT Gosek Gaba t sos a eo Ga (B) throughout all or substantially all of the time 
LT. Application Rules: 69 (meaning of “Income Tax Act, chapter in the period preceding the determination time 
148 of the Revised Statutes of Canada, 1952”). during which it was property of the partnership, 
Sane the individual or the individual’s spouse, 
‘“non-qualifying real property’ — [Repealed] f 
History: The definition “non-qualifying real property” in subsec. ie: Tice 
110.6(1) repealed by 1995, c. 3, subsec. sii sae after (C) the individual, 

1995. The definition formerly read: (D) where the individual is a personal trust, a 


principally in an active business carried on by 


“non-qualifying real property” of an individual cone than a 
trust that is not a personal trust) means property disposed of 
after February 1992 by the individual, or a partnership any of 
the income of which is required to be included in computing 
the income of the individual, that at the time of its disposition 
(in this. definition referred to as. the “‘determination time”) is 


(a),real property, other than 
(i) qualified farm property of the individual, 
(ii) real property owned by the individual or the indi- 
vidual’s. spouse that was used 


(A) throughout that part of the 24- quad eave 
preceding the. determination time during which it 
was owned by the individual or the individual’s 
spouse, or 


(B) throughout all or substantially all of the time 
in the period preceding the determination time 
during which it was ‘owned by the individual or 
the individual’s spouse, 


principally in an active business carried on by 


(C) the individual (otherwise than as a member 
of a partnership), 


897 


preferred beneficiary (within the meaning as- 
signed by subsection 108(1)) under the trust, 


(E) a spouse, child or parent of the individual or 
of a preferred beneficiary described. in clause 
(D), 


(F) a;corporation where shares eeaweccuting all 
or substantially all, of the fair market value of all 
the issued and outstanding shares of its capital 
stock were owned by one or more persons de- 
scribed in this subparagraph, or 


(G) a personal trust where interests representing 
all or substantially all of the fair market value of 
all beneficial interests in the trust-were owned by 
one or more. persons. described in this 
subparagraph, . 
(b) a:share of the capital stock of a corporation (other 
than a qualified small business corporation share of the 
individual or a share of the capital stock of a family farm 
corporation of the individual) the fair market value of 
which is derived principally from real property, other 
than real property that was used 


(i) throughout that part of the 24-month period pre- 


S. 110.6(1) non 


ceding the determination time during which it was 
owned by the corporation or by persons described in 
any of clauses (a)(ii)(C) to (H), or 


(ii) throughout all or substantially all of the time in 
the period preceding the determination time during 
which it was owned by the corporation or by persons 
described in any of clauses (a)(ii)(C) to (H), 


principally in an active business carried on by the corpo- 
ration or by persons described in any of clauses (a)(ii)(C) 
to (H), but not including a share of the capital stock of a 
corporation the fair market value of which is derived 
principally from real property owned by another corpora- 
tion, a partnership or a trust, or any combination thereof, 
the shares. of the capital stock of which, or the interests in 
which, as the case may be, would, if they were disposed 
of at the determination time by the individual, not be 
non-qualifying real property of the individual, 


(c) an interest in a partnership (other than an interest in a 
family farm partnership of the individual) the fair market 
value of which is derived principally from real property, 
other than real property that was used 


(i) throughout that part of the 24-month period pre- 
ceding the determination time during which it was 
property of the partnership or persons described in 
any of clauses (a)(ii)(C) to (H), or 


(ii) throughout all or substantially all of the time in 
the period preceding the determination time during 
which it was property of the partnership or persons 
described in any of clauses (a)(ii)(C) to (H), 


principally in an active business carried on by one or 
more persons as members of the partnership or by per- 
sons described in any of clauses (a)(ii)(C) to (H), but not 
including an interest in a partnership the fair market 
value of which is derived principally from real property 
owned by another partnership, a corporation or a trust, or 
any combination thereof, the shares of the capital stock 
of which or the interests in which, as the case may be, 
would, if they were disposed of at the determination time 
by the individual, not be non-qualifying real property of 
the individual, 


(d) an interest in a trust the fair market value of which is 
derived principally from real property, other than real 
property that was used 


(1) throughout that part of the 24-month period pre- 
ceding the determination time during which it was 
owned by the trust or persons described in any of 
clauses (a)(ii)(C) to (H), or 


(ii) throughout all or substantially all of the time in 
the period preceding the determination time during 
which it was owned by the trust or persons described 
in any of clauses {a)(ii)(C) to (H), 


principally in an active business carried on by the trust or 
by persons described in any of clauses (a)(ii)(C) to (H), 
but not including an interest in a trust the fair market 
value of which is derived principally from real property 
owned by another trust, a corporation or a partnership, or 
any combination thereof, the shares of the capital stock 
of which or the interests in which, as the case may be, 
would, if they were disposed of at the determination time 
by the individual, not be non-qualifying real. property of 
the individual, or 


(e) an interest or an option in respect of property de- 
scribed in any of paragraphs (a) to (d), 
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a business carried on by a credit union or a business of leas- 
ing property that is not real property) the principal purpose of 
which is to derive income from property (including interest, 
dividends, rents or royalties), unless the person or, where the 
person carries on the business as a member of.a partnership, 
the partnership 


(f) employs in the business at that time more than 5 indi- 
viduals on a full-time basis, or 

(g) in the course of carrying on the business has manage- 
rial, administrative, financial, maintenance or other simi- 
lar services provided to it at that time and the person or 
partnership could reasonably be expected to require more 
than 5 full-time employees if those services had not been 
so provided; 


The closing words of paras. (b), (c) and (d) of the definition “non- 
qualifying real property” in subsec. 110.6(1) substituted by 1994, c. 
21, subsecs. 50(2), (3) and (4), applicable to 1992 et seq. The clos- 
ing words of those paras. formerly read: 


"principally in an active business carried on by the corporation 
or by persons described in any of clauses (a)(ii)(C) to (H), 


principally in an active business carried on by one or more 
persons as members of the partnership or by persons de- 
scribed in any of clauses (a)(ii)(C) to (H), 


principally in an active business carried on by the trust or by 
persons described in any of clauses (a)(1i)(C) to (H), or 


“Non-qualifying real property” added ‘to subsec. 110.6(1) by 1994, 
c. 7, Sch. VIII (1993, c.. 24), subsec. 47(6), applicable to 1992 et 
Seq.11\% 


“qualified farm property” of an individual (other 
than a trust that is not a personal trust) at any partic- 
ular time means a property owned at that time by the 
individual, the spouse of the individual or a partner- 
ship, an interest in which is an interest in a family 
farm partnership of the individual or the individual’s 
spouse that is 


(a) real property that was used by 
(i) the individual, ! 
(ii) where the individual is a personal trust, a 


beneficiary referred to in paragraph 
104(21.2)(b) of the trust, 


(iii) a spouse, child or parent of a person re- 
ferred to in subparagraph (i) or (ii), 
(iv) a corporation, a share of the capital stock 
of which is a share of the capital stock of a 
family farm corporation of an individual re- 
ferred to in any of subparagraphs (i) to (iii), or 
(v) a partnership, an interest in which is an in- 
terest in a family farm partnership of an indi- 
vidual referred to in any of subparagraphs (i) 
to (iil), 
in the course of carrying on the business of farm- 
ing in, Canada and, for the purpose of this para- 
graph, property will not be considered to have 
been used in the course of carrying on the busi- 
ness of farming in Canada unless 


and, for the purposes of this definition, an “active business” f : 
carried on by a person at any time means any business carried (vi) the property or property for which the 
on by the person at that time other than a business (other than property was substituted (in this subparagraph 
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referred to as “the property”) was owned by a 
person who was the individual, a beneficiary 
referred to in subparagraph (11) or a spouse, 
child or parent of the individual or of such a 
beneficiary, by a personal trust from which 
the individual acquired the property or by a 
partnership referred to in subparagraph (v) 
» throughout the period of at least 24 months 
immediately preceding that time and 


(A) in at least 2 years while the property 
was so owned the gross revenue of such a 
person, or of a personal trust from which 
the individual acquired the property, from 
the farming business carried on in Canada 
in which the property was principally used 

and in which sucha person or, where the 
individual is a personal trust, a beneficiary 
of the trust was actively engaged on a reg- 
ular and'continuous basis exceeded the in- 
come of the person from all other sources 
for the year, or 


(B) the property was used by a corporation 
referred to in subparagraph (iv) or a part- 
nership referred to in subparagraph (v) 
principally in the course of carrying on the 
business. of farming in Canada throughout 
a period of at least 24 months during 
which time the individual, a beneficiary re- 
ferred to in subparagraph (ii) or a spouse, 
child or parent of the individual or of such 
a beneficiary was actively engaged on a 
regular and continuous basis in the farming 
business in which the property was used, 
or 
(vii) where the property is a property last ac- 
quired by the individual or partnership before 
June 18, 1987, or after June 17, 1987 under an 
agreement in writing entered into before that 
date, the property or property for which the 
property was substituted (in this subparagraph 
referred to as “the property”) was used by the 
individual, a beneficiary referred to in subpar- 
agraph (ii) or a spouse, child or parent of the 
individual or of such a beneficiary, a corpora- 
tion referred to in subparagraph (iv) or a part- 
nership referred to in subparagraph (y) or by a 
personal trust from which the individual ac- 
quired the property principally in. the course 
of carrying on the business of farming in 
Canada 


(A) in the year the property was disposed 
of by the individual, or 


(B) in at least 5 years during which the 
‘property was owned by the individual, a 
beneficiary referred to in subparagraph (il) 
or a spouse, child or parent of the individ- 
ual or of such a beneficiary, by a personal 
trust from which the individual acquired 
the property or by a partnership referred to 


in subparagraph (v), 


(b) a share of the capital stock of a family farm 
corporation of the individual or the individual’s 
spouse, | | 


(c) an interest in a family farm partnership of the 
individual or the individual’s spouse, or 


(d) an eligible capital. property used by a person 
or. partnership referred to in any,of subparagraphs 
(a)(i) to-(v), or by a personal trust from which the 
individual acquired the property, in the course of 
carrying on the business of farming in Canada 
and, for the purpose of this paragraph, eligible 
capital property 
(i) will not be considered ,to have, been used in 
the course of carrying on the business of farm- 
ing in Canada unless the conditions set out in 
“subparagraph (a)(vi) or (vii), as the case may 
be, are met, and 


(ii) shall be deemed to include capital prop- 
erty to which paragraph 70(5.1)(b) or 
73(3)(d.1) applies; 


Related. Provisions: 14(1.1) — Eligible capital property inclu- 
sion deemed: to be taxable capital: gain for exemption. purposes; 
80.03(8) — Deemed qualified farm property where capital gain 
deemed on disposition following debt forgiveness; 108(1)“qualified 
farm property” — Trusts — “qualified farm property”; 248(5) — 
Substituted property; 252(4) — Extended meaning of “spouse”. See. 
also Related provisions and Definitions at end of s. 110.6. 


History: Those portions of para. (a) of “qualified farm property” 
preceding subpara. (i) and following subpara. (v), and para. (d) in 
subsec. 110.6(1) substituted by 1994, c. 7, Sch. IT (1991, c. 49), sub- 
secs. 81(6) to (8), applicable to 1988 et seg. Those portions and that 
para. formerly read: 


(a) real property used by 


in the course of carrying on the business of farming in Can- 
ada and, for the purposes of this paragraph, property will not 
be considered to have been used in the course of carrying on 
the business of farming in Canada at that time unless 


(vi) where the property is a property other than a property 

“referred to in subparagraph (vii), the property or property 
for which the property was substituted was used by a per- 
son or partnership referred to in any of subparagraphs (i) 
to (v) or by a personal trust from which the individual 
acquired the property in the course of carrying on the 
business of farming in Canada 


(A) in the year the property was disposed of by the 
individual, or 


(B) in at least five years during which the property 
- was owned by an individual referred to in any of 
subparagraphs (i) to (iii), by a personal trust from 
which the individual acquired the property or by a 
parinership referred to in subparagraph (v), 


(vii) where the property is a property acquired by the in- 
dividual or a partnership after June 17, 1987 otherwise 
than pursuant to an agreement in writing entered into on 
or before that date, the property or property for which the 
property was substituted was owned by an individual re- 
ferred to in any of subparagraphs (i) to (iii), by a personal 
trust from which the individual acquired the property or 
by a partnership referred to in subparagraph (vy) through- 
out the period of at least 24 months immediately preced- 
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ing that time and 


(A) in at least 2 years while the property was so 
owned, the gross revenue of an individual referred to 
in any of subparagraphs (i) to (iii) or of a personal 
trust from which the individual acquired the property 
from the farming business carried on in Canada in 
which the individual used the property and in which 
the individual or, where the individual is a personal 
trust, a beneficiary of the trust was actively engaged 
on a regular and continuous basis exceeded the indi- 
vidual’s income from all other sources for the year, 
or 


(B) the property was used by a corporation referred 
to in subparagraph (iv) or a partnership referred to in 
subparagraph (v) in the course. of carrying on the 
business of farming in Canada throughout a period of 
at least 24 months during which time an individual 
referred to in any of subparagraphs (i) to (iii) was ac- 
tively engaged on a regular and continuous: basis in 
the farming business in which the property was used, 


(d) an eligible capital property used by a person or partner- 
ship referred to in any of subparagraphs (a)(i) to (v) or by a 
personal trust from which the individual acquired the prop- 
erty in the course of carrying on the business of farming in 
Canada and, for the purpose of this definition, eligible capital 
property will not be considered to have been used in the 
course of carrying on the business of farming in Canada un- 
less the conditions set out in subparagraph (a)(vi) or (vii), as 
the case may be, are met; 


Pre-RSC History: “Qualified farm property” in subsec. 110.6(1) 
substituted by 1988, c. 55, subsec. 81(3), applicable to 1988 et Seq. 


The definition formerly read: 


“qualified farm property” of an individual means a property 


owned by him or his spouse that was 
(a) real property used by 
(i) the individual, his spouse or any of his children, 


(ii) a corporation, a share of the capital stock of 
which is a share of the capital stock of a family farm 
corporation (within the meaning assigned by para- 
graph 70(10)(b)) of the individual, his spouse or any 
of his children, or 


(ili) a partnership, an interest in which is an interest 
in a family farm partnership (within the meaning as- 
signed by paragraph 70(10)(c)) of the individual, his 
spouse or any of his children 


in the course of carrying on the business of farming in 
Canada and for the purposes of this definition property 
will be considered to have been used by the individual in 
the course of carrying en the business of farming in Can- 
ada if the property or property for which that real prop- 
erty was substituted was used by a person or partnership, 
as the case may be, referred to in subparagraphs (i) to 
(ii) in the course of carrying on a business of farming in 
Canada 


(iv) in the year the property was disposed of by the 
individual, or 


(v) in at least five years during which the property 
was owned by the individual, his spouse or his 
children, 


(b) a share of the capital stock of a family farm corpora- 
tion (within the meaning assigned by paragraph 
70(10)(b)) of the individual or his spouse, or 


(c) an interest in a family farm partnership (within the 
meaning assigned by paragraph 70(10)(c)) of the individ- 


ual or his spouse. 


Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property. See also list at end of s. 110.6. 


“qualified small business corporation share” of an 
individual (other than a trust that is not a personal 
trust) at any time (in this definition referred to as the 
“determination time”) means a share of the capital 
stock of a corporation that, 


(a) at the determination time, is a share of the 
capital stock of a small business corporation 
owned by the individual, the individual’s spouse 
or a partnership related to the individual, 


(b) throughout the 24 months immediately pre- 
ceding the determination time, was not owned by 
anyone other than the individual or a person or 
partnership related to the individual, and 


(c) throughout that part of the 24 months immedi- 
ately preceding the determination time while it 
was owned by the individual or a person or part- 
nership related to the individual, was a share of 
the capital stock of a Canadian-controlled private 
corporation more than 50% of the fair market 
value. of the assets of which was attributable to 


(i) assets used principally in an active busi- 
hess carried on primarily in Canada by the 
corporation or by a corporation related to it, 


(ii) shares of the capital stock or indebtedness 
of one or more other corporations that were 
connected (within the meaning of subsection 
186(4) on the assumption that each of the 
other corporations was a “payer corporation” 
within the meaning of that subsection) with 
the corporation where 


(A) throughout that part of the: 24 months 
immediately preceding the determination 
time that ends at the time the corporation 
acquired such a share or indebtedness, the 
share or indebtedness was not owned by 
anyone other than the corporation, a per- 
son or partnership related to the corpora- 
tion or a person or partnership related to 
such a person or partnership, and 


(B) throughout that part of the 24 months 
immediately preceding the determination 
time while such a share or indebtédness 
was owned by the corporation, a person or 
partnership related to the corporation or a 
person or partnership related to such a per- 
son or partnership, it was a share or indebt- 
edness of a Canadian-controlled private 
corporation more than 50% of the fair mar- 
ket value of the assets of which was attrib- 
utable to assets described in subparagraph 
(iii), or 

(iii) assets described in either of subparagraph 


(1) or (ii) 
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except that 


(d) where, for any particular period of time in the 
24-month period ending at the determination 
time, all or substantially all of the fair market 
value of the assets of a particular corporation that 
is the corporation or another corporation that was 
connected with the corporation cannot-be attrib- 
uted to assets described in subparagraph (c)(i), 
shares or indebtedness of corporations described 
in clause (c)(ii)(B), or any combination thereof, 
the reference in clause (c)(ii)(B) to “more than 
50%” shall, for the particular period of time, be 
read as a reference to “all or substantially all” in 
respect of each other corporation that was con- 
nected with the particular corporation and, for the 
purpose of this paragraph, a corporation is con- 
nected with another corporation only where 
(i) the corporation is connected (within the 
meaning of subsection 186(4) on the assump- 
tion that the corporation was a “payer corpo- 
ration” within the meaning of that subsection) 
with the other corporation, and 


(ii) the other corporation owns shares of the 
capital stock of the corporation and, for the 
purpose of this subparagraph, the other corpo- 
ration shall be deemed to own the shares of 
the capital stock of any corporation that are 
owned by a corporation any shares of the cap- 
ital stock of which are owned or are deemed 
by this subparagraph to be owned by the other 
corporation, = Mer tt 
(e) where, at any time in the 24-month period 
ending at the determination time, the share was 
substituted for another share, the share shall be 
considered to have met the requirements of this 
definition only where the other share — 


(i) was not owned by any person or partner- 
ship other than a person or partnership de- 
scribed in paragraph (b) throughout the period 
beginning 24 months before the determination 
time and ending at the time of substitution, 
and 


(ii)-was a share of the capital stock of a:corpo- 
ration described in paragraph (c) throughout 
that part’of the period referred to in subpara- 
graph (i) during which such share was owned 
by a person or partnership described in para- 
graph (b), and 
(f) where, at any time in the 24-month. period 
ending at the determination time, a share referred 
to in subparagraph (c)(ii) is substituted’ for an- 
other share, that share shall be considered to meet 
the requirements, of subparagraph. (c)(ii) only 
where the other share 
(i) was not owned by any person or partner- 
ship other than a person or partnership de- 
scribed in clause (c)(ii)(A) throughout the pe- 
riod beginning 24 months. before the 


determination time and ending at the time of 
substitution, and | 


(ii) was a share of the capital stock of a corpo- 

ration described in paragraph (c) throughout 

that part of the period referred to in subpara- 

graph (i) during which the share was owned 

by a person or partnership described in clause 

(c)Gi)(A); ! 
Related Provisions: 80.03(8) — Deemed qualified small busi- 
ness corporation share where capital gain deemed. on, disposition 
following debt forgiveness; 108(1)“qualified small business corpo- 
ration share” — Trusts; 110.6(1.1) — Fair market yalue of net in- 
come stabilization account; 110.6(14) — Various rules of interpre- 
tation; 110.6(15) — Value of assets of corporation; 110.6(16) — 
Personal trust; 252(4) — Extended meaning of “spouse”. See also 
Related provisions and Definitions at end of 's. 110.6. 


History: Subparas. (c)(i), (ii) and paras. (d) to (f) of “qualified 
small business corporation share” in ‘subsec. 110.6(1) substituted by 
1994, c. 7, Sch. II (1991, c.:49), subsecs. 81(9), (10), applicable to 
dispositions of shares occurring after June 17, 1987. Those sub- 
paras. and paras. formerly read: 


(i) assets used in an active business carried on primarily in 
Canada by the corporation or by a corporation related. to. it, 


(ii) shares of the capital stock of or bonds, debentures, bills, 
notes, mortgages or similar obligations issued by one or more 
other corporations that were connected with the corporation 
(within the meaning of subsection 186(4) on the assumption » 
that inseach case the connected other corporation was at that 
time a “payer corporation” within the meaning of that subsec- 
tion) where 


(A) throughout that part of the 24 months immediately 
preceding the determination time that ends at the time the 
corporation acquired those shares or obligations, the 
shares or obligations’ were not owned by anyone other 
than the corporation or a person or partnership related’ to 
it, and 


(B) throughout that part of the 24 months immediately 
preceding the determination time while those shares or 
obligations were owned by the corporation or @ person or 
partnership related to it, they were shares or obligations 
of Canadian-controlled private corporations more than 
50% of the fair market value of the assets'of which was 
attributable to assets described in subparagraph (iii), or 


(d) where, for any period of time in the 24 month period end- 
ing .at the determination time, all or substantially all of the 
fair market value of the assets of a corporation cannot be at- 
tributed to assets described in subparagraph (c)(i) or shares or 
obligations of corporations. described in clause (c)@i)(B), the 
reference in clause (c)(ii)(B) to “more than 50%’ shall, for 
that period of time, be read as a reference to “all or substan- 
tially all” in respect of other corporations connected with the 
corporation (within the meaning of subsection 186(4) on the 
assumption that in each case the connected other corporation 
was at that time a “payer corporation” within the meaning of 
that subsection) 


(e) where, at any time in the 24 month period ending at the 
determination time, the share was» substituted for another 
share, the share shall be considered to have met the require- 
ments of this definition only where the other share 


(i) was not owned by any person or partnership other 
than a person or partnership described in paragraph (b), 
and 


(ii) was a share of the capital stock of a corporation de- 
scribed in paragraph (c), 
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throughout that part of that 24 month period ending at the de- 
termination time that ends at the time of substitution, and 
(f) where, at any time in.the 24-month period ending at the 
determination time, a share referred to in subparagraph (c)(ii) 
is substituted for another share, that share shall be considered 
to have met the requirements of that subparagraph only where 
the other share 


(i) was not owned by any person or partnership other 
than a person or partnership described in clause 
(c)(i)(A), and 
(ii) was a share of the capital stock of a corporation de- 
scribed in paragraph (c), 
throughout that part of that 24 month period ending at the de- 
termination time that ends at the time of substitution; 


Pre-RSC History: “Qualified small business corporation share” 
added to subsec. 110.6(1) by 1988, c. 55, subsec. 81(4), applicable 
with respect to dispositions of shares after June 17, 1987. 


Interpretation Bulletins: See list at end of s. 110.6. 


Information Circulars: 88-2, para. 15: General anti-avoidance 
rule — section 245 of the Income Tax Act; 88-2 Supplement, paras. 
3, 4: General anti-avoidance rule — section 245 of the Income Tax 
Act. 


Advance Tax Rulings: ATR-53: Purification of a small business 
corporation; ATR-55: Amalgamation followed by sale of shares. 


“share of the capital stock of a family farm corpo- 
ration” of an individual (other than a trust that is not 
a personal trust) at any time means a share of the 
capital stock of a corporation owned by the individ- 
ual at that time where 


(a) throughout any 24-month period ending 
before that time, more than 50% of the fair mar- 
ket value of the property owned by the corpora- 
tion was attributable to > ad 


(i) property that was used by 
(A) the corporation, . 
(B) the individual, 


(C) where the individual is a personal trust, 
a beneficiary of the trust, 


(D) a spouse, child or parent of the indi- 
vidual or of a beneficiary referred to in 
clause (C), or 


(E) a partnership, an interest in which was 
an interest in a family farm, partnership of 
the individual, a beneficiary referred to in 
clause (C) or-a spouse, child or parent of 
the individual or of such a beneficiary, 


principally in the course of carrying on the 
business. of farming in Canada in which the 
individual, a beneficiary referred to in clause 
(C) or a spouse, child or parent of the individ- 
ual or of such a beneficiary, was actively en- 
"gaged on a regular and continuous basis, 


(ii) shares of the capital stock or indebtedness 
of one or more corporations all or substan- 
tially all of the fair market value of the prop- 
erty of which was attributable to property de- 
scribed in subparagraph (iii), or 

(ili) properties described in either subpara- 
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graph (i) or (ii), and 


(b) at that time, all or substantially all of the fai 
market value of the property owned by the corpo- 
ration was attributable to 


(1) property that was used principally in the 
course of carrying on the business of farming 
in Canada by the corporation or a person or 
partnership referred to in subparagraph (a)(i), 


(ii), shares of the capital stock or indebtedness 
of one or more corporations all or substan- 
tially all of the fair market value of the prop- 
erty of which was attributable to property. de- 
scribed in subparagraph (iii), or a 
(iii) properties described in either subpara- 
graph (i) or (ii). 

Related Provisions: 110.:6(1.1) — Fair-market value of net in- 

come stabilization account; 110.6(15) — Value of assets of corpora- 

tion; 252(4) — Extended. meaning of “spouse”; 257 — Formula 


cannot calculate to less than zero. See also Related provisions and 
Definitions at end of s. 110.6. 


History: That portion of subpara. (a)(i) of “share of the capital 
stock of a family farm corporation” preceding cl. (A) in subsec. 
110.6(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
47(5), applicable to 1992 et seg. That portion formerly read: 


(i) property used by 
“Share. of a capital stock of a family farm corporation” in’ subsec. 


110.6(1) substituted by 1994, c. 7, Sch» Il (1991, c. 49), subsec. 
81(11), applicable to 1988 et seg. That definition formerly read: 


“share of the capital stock of a family farm corporation” of an 
individual (other than a trust that is not.a personal trust) at 
any time means a share of the capital stock of a corporation 
owned by the individual at that time where, at that time, all or 
‘substantially all of the property owned by the corporation was 


(a) property used by 
~~ (i) the corporation, 
(ii) the individual, 


(ili) where the individual is a personal trust, a benefi- 
ciary of the trust, 


(iv) a spouse, child or parent of an individual re- 
ferred to in subparagraph (ii) or (iii), or 


(v) a partnership, an interest in which was an interest 
in a family farm partnership of an individual referred 
to in subparagraph (ii), (iii) or (iv) 


throughout a period of at least 24 months before that time 
in the course of carrying on the business of farming in 
Canada in which any individual. referred to in subpara- 
graph (ii), (iii) or (iv) was actively engaged on a regular 
and continuous basis, 

(b) shares of the capital stock of one or, more corpora- 
tions all or substantially all of the property of which was 
property described in paragraph (a) or bonds, debéntures, 
bills, notes, mortgages or similar obligations issued by 
such a corporation, or 


(Cc) properties described in either of paragraph (a) or (b). 


Pre-RSC History: “Share of the capital stock of a family farm 
corporation” added to subsec. 110.6(1) by 1988, c. 55, subsec. 
81(4), applicable to 1988 er seq. 


Advance Tax Rulings: ATR-5S6: Purification ofa family farm 
corporation. 


(1.1) Idem — For the purposes of the definitions 
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“qualified small business corporation share” and 
“share of the capital,stock of a family farm corpora- 
tion” in subsection (1), the fair market value of a net 
income stabilization account shall be deemed to be 
nil. 
History: Subsec. 110.6(1.1) added by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec..47(7), applicable to 1991 et seq. 


(2) Capital gains deduction — qualified farm 
property — In computing the taxable income for a 
taxation year of an individual (other than a trust) 
who was resident in Canada throughout the year and 
who disposed of qualified farm property in the year 
or a preceding taxation year ending after 1984, there 
may be deducted such amount as the individual may 
claim not exceeding the least of 


(a) the amount, if any, by. which $375,000 ex- 
ceeds the total of 


(i) the total of all amounts each of which is an 

amount deducted by the individual under this 

section in computing the individual’s taxable 
~ income for a preceding taxation year, 


(ii) where the taxation year ended after 1987, 
3 of the total of all amounts each of which is 
an amount deducted under this section in 
computing the individual’s taxable income for 
a taxation year ending before 1988, and 


(iii) where the taxation year ended after 1989, 
Ye of the total of) | 


(A) all amounts deducted under this sec- 
tion in computing the individual’s taxable 
income for a taxation year ending before 
1990 (other than amounts deducted under 


this section for a taxation year in respect of 


an amount that was included in computing 
the individual’s income for that year be- 
cause of subparagraph 14(1)(a)(v)), and 


(B) the amount determined under subpara- 
graph (ii) in respect of the individual for 
the year,, ; i 
(b) the individual’s cumulative gains limit at the 
end of the year, 


(c) the individual’s annual gains limit for the 
year, and 


(d) the amount that would be determined. in re- 
spect of the individual for the year under para- 
graph 3(b) in respect of capital gains and capital 
losses: if the only properties referred to in that 
paragraph were qualified farm properties dis- 
posed of by the individual after 1984. 


Related Provisions: 14(1.1) — Eligible capital property inclu- 
sion deemed to be taxable capital gain for exemption purposes; 
40(3.1) — Deemed disposition where negative ACB of partnership 
interest creates deemed gain; 73(3) — Intergenerational rollover of 
farm property; 110.6(4) — Maximum deduction; 110.6(5) — Indi- 
vidual deemed resident in Canada throughout year; 110.6(6) — 
Failure to report gain; 110.6(7)-(11) — Restrictions; 110.6(13) — 
Meaning of “amount determined under para. 3(b)”; -110.6(17) — 
Order of deduction. See additional Related provisions and Defini- 


S. 110.6(2.1)(a)@) 


tions at end of s. 110.6. aly | 
History: 1995, c. 3, para. 32(15)(a),, states that in applying the Act 
to the 1994 and 1995 taxation years, para. 110.6(2)(d).shall be read 


as follows: 
(d) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if the only properties referred to in 
that paragraph were qualified farm properties disposed of by 
the individual after 1984 otherwise than because of an elec- 
tion made under subsection (19). 
Cl. 110.6(2)(a)Gii)(A) amended by 1994, c. 7, Sch. VIII 41993,. ec. 
24), subsec. 47(8), applicable to 1990 et seq. That cl. formerly read: 
(A) the total of all amounts each of which is an amount de- 
ducted under this section in Computing the individual’s taxa- 
ble income for a taxation year ending before 1990; and 
Pre-RSC History: That portion of subsec. 110.6(2) preceding 
para. (a) amended by 1988, c.:55, subsec. 81(5), to delete “ending 
before 1990” which had followed “(other than a trust)” and para. (a) 
substituted, applicable to 1988 et seq., except that for the 1988 and 
1989 taxation years the reference to “$375,000” in para. (a) shall be 
read as a reference to “$333,333”. Para. (a) formerly read: »’ 
(a) the amount, if’any, by which $250,000 exceeds the aggre- 
gate of all amounts each of which is an’ amount deducted by 
the individual under this subsection in computing his taxable 
income for a preceding taxation year;, ,, 
1986, c. 6, s. 58 provides that in its application tothe 1985 taxation 
year, para, 110.6(2)(d) shall be read as. follows: 


(d) the amount, if any,-by which 


+ (i) the amount that-would be determined in respect.of the 
individual forthe year under paragraph 3(b) in respect of 
capital gains and capital losses if the only properties re- 
ferred to in that paragraph were qualified farm properties 
disposed of by him after 1984 ‘ 


exceeds 
(Gi) the amount, if any, by which 


(A) the aggregate of all amounts deducted under sub- 

section 146(5.3) in computing his income for the 

year in respect of his capital gains for the year from 

the disposition of property in the year _ 

exceeds oo8 

(B) the aggregate of all amounts included under sub- 

section 146(8) in computing his income for the year. 
Advance Tax Rulings: ATR-28: Redemption of capital stock of 
family farm corporation; ATR-56: Purification of a family farm 
corporation. ee 
Forms: 1657: Calculation of capital gains deduction on all capital 
property. See also list at end of s. 110.6. 


(2.1) Capital gains deduction — qualified 
small business corporation shares — In com- 
puting the taxable income for a taxation year of an 
individual (other than a trust) who was resident in 
Canada throughout the year and who disposed of a 
share of a corporation in the year or a preceding tax- 
ation year and after June 17, 1987 that, at the time of 
disposition, was a qualified small business corpora- 
tion share of the individual, there may be deducted 
such amount as the individual may claim not exceed- 
ing the least of 


(a) the’ amount, if any, by which $375,000 ex- 
ceeds the total of | . 
(i) the total of all amounts each of which is an 
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amount deducted by the individual under this 
section in computing the individual’s taxable 
income for a preceding taxation year, 


(ii) where the taxation year ended after 1987, 
the amount determined under subparagraph 
(2)(a)(ii) in respect of the individual for the 
year, and 


(iii) where the taxation year ended after 1989, 
the amount determined under subparagraph 
(2)(a)(iii) in respect of the individual for the 
year, 


(b) the amount, if any, by which the individual’s 
cumulative gains limit at the end of the year ex- 
ceeds the amount deducted under subsection (2) 
in computing the individual’s taxable income for 
the year, ; | 


(c) the amount, if any, by which the individual’s 
annual gains limit for the year exceeds the 
amount deducted under subsection (2) in comput- 
ing the individual’s taxable income for the year, 
and 


(d) the amount that would be determined in re- 
spect of the individual for the year under para- 
graph 3(b) (other than an amount included in de- 
termining the amount in respect of the individual 
under paragraph (2)(d)) in respect of capital gains 
and capital losses if the only properties referred 
to in that paragraph were qualified small business 
corporation shares disposed of by the individual 
after June 17, 1987 


Related Provisions: 48.1 — Deemed disposition to. trigger ex- 
emption before small business corporation goes public; 110.6(4) — 
Maximum deduction; 110.6(5) — Individual deemed resident in 
Canada throughout year; 110.6(6) — Failure to report gain; 


110.6(7)-(11) — Restrictions; 110.6(13) — Meaning of ‘amount : 


determined under para. 3(b)”. See additional Related provisions and 
Definitions at end of s. 110.6. 


History: 1995, c. 3, para. 32(15)(b), states that in applying the Act 
to the 1994 and 1995 taxation years, para. 110.6(2.1)(d) shall be 
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read as follows: 


(d) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) (other than an 
amount included in determining the amount in respect of the 
individual under paragraph (2)(d)) in respect of capital gains | 
and capital losses if the only properties referred to in para- 
graph 3(b) were qualified small business corporation shares 
disposed of by the individual after June 17, 1987 otherwise 
than because of an election made under subsection (19). 


Pre-RSC History: Subsec. 110.6(2.1) added by 1988, c.-55, sub-. 
sec. 81(6), applicable to 1988 er seg. except that for the 1988 and 
1989 taxation years the reference to “$375,000” in para. (a) shall be 
read as a reference to “$333,333”. | ) 


Selected Cases [subsec. 110.6(2.1)]: Ast (H.) Estate v. Can- 
ada, [1992] 2 C.T.C. 2251 (TCC) (Capital gains deduction validly 
claimed in year subsequent to disposition). 


Interpretation Bulletins: See list at end of s. 110.6. 


Information Circulars: 88-2, para. 15: General antitavoidance 
tule — section 245 of the Income Tax Act; 88-2 Supplement, paras. 
3,4: General anti-avoidance rule — section 245 of the Income Tax 
Act. 


Advance Tax Rulings: ATR-42: Transfer of shares: ATR-53: 
Purification of a small business corporation; ATR-55: Amalgama- 
tion followed by sale of shares. 


Forms: 1657: Calculation of capital gains deduction on all capital 
property. See also list at end of s. 110.6. 


(3) [Repealed] 


Related. Provisions: 110.6(4) — Maximum - deduction: 
110.6(5) — Individual deemed resident in Canada throughout year; 
110.6(6) — Failure to report gain; 110.6(7)—(1 1) — Restrictions; 
110.6(17) — Order of deduction 110.6(19) — Election to trigger 
gains accrued to February 22/94. See additional Related provisions 
and Definitions at end of s. 110.6. 


History: Subsec. 110.6(3) repealed by 1995, c. 3, subsec. 32(3), 
applicable to 1996 et seq.; and, in applying subsec. 110.6(3) to the 
1994 and 1995 taxation years, the opening words of subsec. (3) 
shall be read as follows: 


(3) In computing the taxable income for a taxation year of an 
individual (other than a trust) who was’ resident in Canada 
throughout the year and who disposed of property (other than 
property the capital gain or capital loss from the disposition 
of which is included in determining an amount under para- 
graph (2)(d) or (2.1)(d)) there may be deducted such amount 
as the individual claims, not exceeding the least of 


Subsec. 110.6(3) formerly read: 


(3) Capital gains deduction — other property — In com- 
puting the taxable income for a taxation year of an individual 
(other than a trust) who was resident in Canada throughout 
the year and who disposed of property (other than a disposi- 
tion of property to which subsection (2) or (2.1) applies) there 
may be deducted such amount as the individual may claim 
not exceeding the least :of 


(a) the amount, if any, by which $75,000 éxcéeds the to- 
tal of ; 


(i) the’ total of all amounts each of which is an 
amount deducted by the individual under this subsec- 
tion in computing the individual’s taxable income for 
a preceding taxation year, 


(ii) where the taxation year ended after 1987, '/3 of 
the total of all amounts each of which is an amount 
deducted under this subsection in computing the in- 
dividual’s taxable income for a taxation year ending 
before 1988, and 


(ili) where the taxation year ended after 1989, '/s of 
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the total. of 


(A) all amounts deducted under this subsection 
in computing the individual’s taxable income for 
a taxation year ending before 1990 (other than 
amounts. deducted under this subsection for a 
taxation year in respect of an amount that was 
included in computing the individual’s income 
for that year because of subparagraph 
14(1)(a)(v)), and 


_ (B) the amount determined under subparagraph 
(ii) in respect of the individual for the year, 


(b) the amount, if any, by which the individual’s cumula- 

tive gains limit at the end of the year exceeds the total of 

all amounts each of which is an amount deducted under ; 
subsection (2) or (2.1) in computing the individual’s tax- 

able income for the year, and 


(c) the amount, if any, by which the individual’s annual 
gains limit for the year exceeds the total of all amounts 
each of which is an amount deducted under subsection 
(2) or (2.1) in computing the individual’s taxable income 
for the year. 


Cl. 110.6(3)(a)(iii)(A) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 47(9), applicable to 1990 et seq. That cl. formerly read: 


(A) the total of all amounts each of which is an amount de- 
ducted under this subsection in computing the individual’s 
taxable income for a taxation year ending before 1990, and 


Pre-RSC History: Subsec. 110.6(3) substituted by 1988, c. 55, 
subsec. 81(7), applicable to 1988 et seq., except that for the 1988 
and 1989 taxation years the reference to “$75,000” in para. (a) shall 
be read as a reference to “$66,667”. Subsec. (3) formerly read: 


(3) Capital gains deduction — In computing the taxable in- 
come for a taxation year of an individual (other than a trust) 
who was resident in Canada throughout the year, there may 
be deducted such amount as he may claim not exceeding the 
least of . 


(a) the amount, if any, by which $250,000 exceeds the 
" aggregate of all amounts each of which is an amount de- 
ducted by the individual under this section in computing 
his taxable income for a preceding taxation year; 
(b) the amount, if any, by which his cumulative gains 
limit at the end of the year exceeds the amount deducted 
under subsection (2) in computing his taxable income for 
the year; and 
(c) the amount, if any, by which his annual gains limit for 
the year exceeds the amount deducted under subsection 
(2) in computing his taxable income for the year. 


1986, c. 6, s. 58 provides that in its application to taxation years 
ending after 1984 and before 1990, para. 110.6(3)(a) shall be read 
as follows: 


(a) the amount, if any, by which the allowable exemption. for 
the year exceeds the aggregate of all amounts each of which 
is an amount deducted by the individual under this subsection 
_in computing his taxable income for a preceding taxation year 
and, for the purposes of this paragraph, “allowable exemp- 
tion” for a taxation year means | 


(i) for the 1985 taxation year, $10,000, 

(ii) fos the 1986 taxation year, $25,000, 

(iii) for the 1987 taxation year, $50,000, 

(iv) for the 1988 taxation year, $100,000, and 
(v) for the 1989 taxation year, $150,000; 


Interpretation Bulletins: IT-297R2: Gifts in kind to charity and 
others. See also list at end of s. 110.6. 


Advance Tax Rulings: ATR-34: Preferred beneficiary’s election. 


S..110.6(6) . 


Forms: 1657: Calculation of capital gains. deduction on all capital 
property; T657A: Calculation of capital gains deduction on other 
capital property. See also list at end of s. 110.6. : 


(4) Maximum capital gains deduction — Not- 
withstanding subsections (2).and (2.1), the total 
amount that may be deducted under this section in 
computing an individual’s taxable income for a taxa- 
tion year shall not exceed the amount, if any, by 
which $375,000 exceeds the total of 


(a) the total of all amounts each of which is an 
amount deducted by the individual under this sec- 
tion in computing the individual’s taxable income 
for a preceding taxation year, : 


(b) where the taxation year ended after 1987, th 
amount determined under subparagraph (2)(a)(ii) 
in respect of the individual for the year, and 


»(c) where the taxation year ended after 1989, the 
amount determined under subparagraph (2)(a)(iii) 
in respect of the individual for the year. 

History: The opening words of subsec. 110.6(4) amended by 1995, 
c. 3, subsec. 32(4), applicable to 1996 et seg. The opening words 
formerly read: 
(4) Notwithstanding subsections (2) and (2.1),. the total 
amount that may be deducted under this section in computing 
an individual’s taxable income for a taxation year shall not 
exceed the amount, if any, by which $375,000 exceeds the 
total of 
Pre-RSC History: Subsec. 110.6(4) substituted by 1988, c. 55,, 
subsec. 81(7), applicable to 1988 et seqg., except that.for the 1988 
and 1989 taxation years the reference to “$375,000” shall be read as 
a reference to “$333,333”. Subsec. 110.6(4) formerly read: 
(4) Notwithstanding subsections (2) and (3), the total amount 
that may be deducted under this section in computing the tax- 
able income of an individual for a taxation year shall not ex- 
ceed the amount, if any, by which $250,000 exceeds the ag- 
gregate of all amounts each of which is an amount deducted 
by the individual under this section in computing his taxable 
income for a preceding taxation year. 


(5) Deemed resident in Canada — Where an in- 
dividual was resident in Canada at any time in a par- 
ticular taxation. year and throughout 


(a) the immediately preceding taxation year, or 
(b) the immediately following taxation year, 


for the purposes of subsections (2) and (2.1) the indi- 
vidual shall be deemed to have been resident in Can- 
ada throughout the particular year. . 

History: The closing words of subsec. 110.6(5) amended by 1995, 


c. 3, subsec. 32(5), applicable to 1996 et seq. The closing words 
formerly read: 


for the purposes of subsections (2), (2.1) and (3) the individ- 
ual shall be deemed to have been resident in Canada through- 
out the particular year. 
Pre-RSC History: That portion of subsec. 110.6(5) following 
para. (b) amended by 1988, c. 55, subsec. 81(8), to substitute “sub- 
sections (2), (2.1) and (3)” for “this section”, applicable to 1988 et 
seq. 


(6) Failure to report capital gain — Notwith- 
standing subsections (2) and (2.1), where an individ- 
ual has a capital gain for a taxation year from the 
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disposition of a capital property and knowingly or 
under circumstances amounting to gross negligence 


(a) fails to file a return of the individual’s income 
for the year within one year after the day on or 
before which the individual is required to file a 
return of the individual’s income for thé year pur- 
suant to section 150, or ie | 

(b) fails to report the capital gain in the individ- 
ual’s return of income for the year required to be 
filed pursuant to section 150, 


no amount may be deducted under this section in re- 
spect of the capital gain in computing the individ- 
ual’s taxable income for that or any subsequent taxa- 
tion year and the burden of establishing the facts 
justifying the denial of such an amount ‘under this 
section is on the Minister.’ 

History: The opening words of subsec. 110.6(6) amended by 1995, 


c. 3, subsec. 32(6), applicable to-1996 et seg: The opening words 
formerly read: 


(6) Notwithstanding subsections (2), (2.1) and (3), where an 
individual has a capital gain for a taxation year from the dis- 
position of a capital property and knowingly or under circum- 
stances amounting to gross negligence 


Pre-RSC History: That portion of subsec. 110.6(6) preceding 
para. (a) amended by 1988, c. 55, subsec. 81(9), to add reference to 
subsec. (2,1), applicable to 1988 et seq. 


(7) Deduction not permitted — Notwithstanding 
subsections (2) and (2.1), where’an individual has a 
capital gain for a taxation year from the disposition 
of property as part of a series of transactions or 
events — 
(a) to which subsection 55(2) would, but for para- 
graph 55(3)(b), apply, or 
(b) in which any property is acquired by a corpo- 
ration or partnership for consideration that is sig- 
nificantly less than the fair market value of the 
property at the time of acquisition (other than an 
acquisition as the result of an amalgamation or 
merger of corporations or the winding-up' of a 
corporation or partnership or a distribution of 
‘property of a trust in satisfaction of all or part of 
a corporation’s capital interest in the trust), 


no amount in respect of that capital gain shall be de- 


ducted under this section in computing the individ- 


ual’s taxable income for the year. — 


History: The opening words of subsec. 110.6(7) amended by 1995, 
c. 3, subsec. 32(7), applicable to 1996 et seq. The opening words 
formerly read: 


(7) Where deduction not permitted — Notwithstanding 

subsections (2), (2.1) and (3), where an individual has a capi- 

tal gain for a taxation year from the disposition of property as 

part of a series of transactions or events each of which is ef- 
' fected or to be effected after November 21, 1985 


Pre-RSC History: That portion of subsec. 110,6(7) preceding 
para. (a) amended to add reference to subsec, (2.1), applicable to 
1988 et seq., and para. 110.6(7)(b) amended to substitute “consider- 
ation that is significantly less than the fair, market value of the prop- 
erty” for “consideration that does not approximate its fair market 
value”, applicable to 1985 et seq., by 1988, c. 55, subsecs. 81(10), 
(11). 
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Advance Tax Rulings: ATR-56: Purification of a family farm 
corporation, 


(8) Deduction not permitted — Notwithstanding 
subsections (2).and (2.1), where an individual has a 
capital gain for a taxation year from the disposition 
of ‘a property and it can reasonably be concluded, 
having regard to all the circumstances, that a signifi- 
cant part of the capital gain is attributable to the fact 
that dividends were not paid on’a share (other than a 


prescribed share) or that dividends paid on such a 


share in the year or in any preceding taxation year 
were less than 90% of the average annual rate of re- 
turn thereon for that year, no amount in respect of 
that capital gain shall be deducted under this, section 
in computing the individual’s taxable income for the 
year. | 
Related Provisions: 110.6(9) — Average annual rate of return; 
183.1(7) —Tax on corporate distributions — application of s. 
110.6(8). See also Related provisions and Definitions at’end of s. 
110.6. 
History: Subsec. 110.6(8) amended by 1995, c. 3, subsec. 32(8), 
applicable to 1996 et seg. Subsec. (8) formerly. read: 
(8) Idem — Notwithstanding subsections (2), (2:1) and:(3), 
where an individual has a capital gain for a taxation year from 
the disposition, after November 21, 1985, of a property and:it 
may reasonably, be concluded, having regard to. all the Chr f,, 
cumstances, that a significant part of the capital gain is attrib- 
utable to the fact that dividends were not paid on. a share 
(other than a prescribed share) of a corporation or that divi- 
dends paid on such a share in the year or in any preceding 
taxation year were less than 90% of the average annual rate of 
return thereon for that year, no amount in respect of that capi- 
tal gain shall be deducted under this section in computing the 
individual’s taxable income for the year. 


Pre-RSC History: Subsec. 110.6(8) amended by 1988...c. 55, 
subsec. 81(12), to add reference to subsec. (2.1) and to substitute “a 
significant part” for “a significant portion”, applicable to 1988 et 
seq. : 


Regulations: 6205 (prescribed share). 


(9) Average annual rate of return — For the 
purpose of subsection (8), the average annual rate of 
return on a share (other than a prescribed share) of a 
corporation for a taxation year is the annual rate of 
return by way of dividends that a knowledgeable and 
prudent investor who purchased the share on the day 
it was issued would expect to receive in that year, 
other than the first year after the issue, in respect of 
the share if 


(a) there was no delay or postponement of the 
payment of dividends and no failure to'pay divi- 
dends in respect of the share: | 


(b) there was no variation from year to year in the 
amount of dividends payable in respect of the 
share (other than where the amount of dividends 
payable is expressed as an invariant percentage of 
or by reference’to an invariant difference between 
the dividend expressed as a rate of interest and a 
generally quoted market interest rate); and 


(c) the proceeds to be received by the investor on 
the disposition of the share are the same amount 
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the corporation received as consideration on the 


issue of the share. ~ . j 
Regulations: 6205 (prescribed: share). ‘ 


(10) [Repealed under former Act] 


Pre-RSC History. [subsec. 110.6(10)]: Subsec. 110.6(10) re- 
pealed by 1988, c. 55,.subsec. 81(13), applicable to 1988 et seq., 
and in its application to taxation years ending after 1984 and before 


1988 it shall be read as, follows: 


(10) Notwithstanding subsections (2), and (3),;where an indi- 
vidual has a capital gain, for a taxation year arising,as a result 
of his granting, after November 21,,1985, an, extension or re- 
newal of an option to.acquire, property, other than qualified 
farm property, no amount in respect, of that capital gain shall 
be deducted under this section in computing his taxable in- 
come for the year. 


Subsec.. (10). formerly. read: 


(10) Gain from extension or ‘renewal of option — Not- ~ 


withstanding subsections (2) and (3), where,an individual has 
a capital gain-for a\taxation year arising as.a result of his 
granting, after November 21, 1985, an extension or renewal 
of an option. to acquire property,.no amount in-respect of that 
capital gain shall be deducted under this section in computing 
his taxable income for the year. 


(11) Where deduction not permitted — Where 
it is reasonable to consider that one of the main rea- 
sons for an individual acquiring, holding or having 
an interest in a partnership or trust (other than an in- 
terest ina personal trust) or a share of an investment 
corporation, mortgage investment corporation or mu- 
tual fund corporation, or for ‘the existence of any 
terms, conditions, rights or other attributes of the in- 
terest or share, is to.enable the individual to receive 
or have allocated to the individual a percentage of, 
any capital gain or taxable capital gain of the part- 
nership, trust or corporation. that is larger than the in-., 
dividual’s percentage of the income of the partner-. 
ship, trust or corporation, as the case may “be; 


notwithstanding any other provision’ of ‘this Act, » 


(a) no amount may be deducted under this section 
by the individual in respect of any such gain allo- 
cated or distributed to the individual. after No- 


vember 21, 1985; and 


(b) where the individual is a trust, any such gain 
allocated or distributed to it after November 21, 
1985 shall not be included in computing its eligi- 
ble taxable capital gain (within the meaning as- 


signed by subsection 108(1)). 


Pre-RSC. History: Subsec.110.6(11) amended: by:1988, c. 55, 
subsec. 81(14), to substitute :“‘(other:than; an interest.in a personal 
trust”) for “(other than an interest in a testamentary trust or an inter- 
est in a trust no beneficial interest in which was acquired for consid- 
eration payable directly or indirectly to the trust or to any person 
who has made a contribution to the trust by way of a transfer, as- 
signment or other disposition of property)”, applicable to 1985 et 


seq. 


(12) Spousal trust deduction — Notwithstand- 
ing any other provision of this Act, ai trust described 
in paragraph 104(4)(a) or (a.1) (other than a trust that 
elected under ‘subsection 104(5:3)) may, in comput- 
ing its taxable income for its taxation’ year that in- 


S. 110.6(12)° 


cludes the day determined under paragraph 104(4)(a) 
or (a.1),’as the case may be, in respect of the trust, 
deduct under this section an amount equal to the 
least of. Feealir 


(a) the amount, if any, by which the eligible taxa- 
ble capital gains (within the meaning assigned by 
subsection 108(1)) of the trust for’ that year ex- 
ceeds the amount, if any, by which’ 


(i) the,total of all amounts each of which is the 
amount, if any, determined under paragraph 
(b) or (d) of the definition “cumulative gains 
limit”.in subsection (1) in. respect of the tax- 
soo payer’s spouseat the end of the taxation year 
in which the spouse died 
exceeds. aS 3 
(ii) the amount if any, determined under para- 
graph (a). of the definition “cumulative gains 
limit” in subsection (1) in respect of the tax- 
_ payer’s spouse at the end of. the taxation year 
in which the spouse died, 
(b) the amount, if any, that would be determined 
in respect of the trust for that year under para- 
graph 3(b) in respect of capital gains and capital 
losses if the only properties referred to in that 
paragraph were qualified farm properties dis- 
posed of by it after 1984 and qualified small busi- 
ness corporation shares disposed of by it after 
June 17, 1987, and 


(c) the amount, if any, by which $375,000 ex- 


‘ceeds the total of 


(i) the total of all amounts each of which is an 
amount deducted by the taxpayer’s spouse 
under this section for the taxation year in 
which the spouse died. or a preceding taxation 
_year, and oN 

“-(i) the total of all amounts each of which is an 
amount determined under subparagraph 
(2)(a)(ii) or (iti) in respect of the taxpayer’s 
spouse for the taxation year in which the 
spouse died. 


Related Provisions: 104(21.1) — Beneficiary’s taxable capital 
gain from trust; 110.6(13) — Meaning of “amount determined 
under para: 3(b)”. See additional Related. provisions and Definitions 
at end of s..110.6. 

| History: Para. 110.6(12)(b) amended by 1995, c. 3, subsec. 32(9), 
applicable to taxation years that end.after February 22, 1994 except 
that, for taxation years that end. after that day and before 1997, it 
shall be. read: as. follows: 


(b) the total of 
(i) the least of 


(A) the amount, if any, determined in respect of the 
trust for that year under paragraph 3(b) in respect of 
» capital gains and losses, be 


(A.1) the amount, if any, that would be determined in 
respect of the trust for that year under paragraph 3(b) 
in respect of capital gains and losses if 
(I) the only properties referred to in that para- 
graph were properties (other than properties re- 
ferred to in subparagraph (ii)) disposed of by it 
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after 1984 and before February 23, 1994, 


(II) the trust’s capital gains and capital losses for 
the year from dispositions of non-qualifying real 


property of the trust were equal to its eligible 


real property gains and eligible real property 
losses, respectively, for that year from’ those 
dispositions, 

(III) no amount were included under paragraph 
3(b) in respect of a capital gain of the trust that 
resulted from an election made under subsection 
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the total of 


(I) the total of all amounts each of which is an 
amount deducted by the taxpayer’s spouse under 
subsection (3) for the taxation year in which the ° 
spouse died or a preceding taxation year, and 


(II) the total of all amounts each of which is an 
amount determined under subparagraph (3)(a)(ii) 
or (iii) in respect of the taxpayer’s spouse for the 

taxation year in which the spouse died, and 


(ii) the amount, if any, that would be determined in re- 


(19) by another trust unless the trust was a bene- 
ficiary under the other trust on February 22, 
1994, and 


(IV) except for the purpose of determining the 
trust’s share of a taxable capital gain of a part- 
nership for the partnership’s fiscal period that in- 
cludes February 22, 1994 or a taxable capital 
gain of the trust resulting from a designation 
made under section.104 by another trust for the 
other trust’s taxation year that includes that day, 
in determining the trust’s taxable capital gain for 
a taxation year that begins after that day from the 
disposition of a property (other than a qualified 
small business corporation share or qualified 
farm property), this Act were read without refer- 
ence to. subparagraphs 40(1)(a)(ii) and 
44(1)(e)(ii), and 


(B) the amount, if any, by which $75, 000 exceeds 
the total of 


spect of the trust for that year under paragraph 3(b) in 

“respect of capital gains and capital losses if the only 
properties referred to in that paragraph were qualified 
farm properties disposed of by it after 1984 and qualified 
small business corporation shares disposed of by it after 
June 17, 1987, and 


That portion of subsec. 110.6(12) preceding para. (a) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 47(10), applicable to 
1993 et seg. That portion formerly read; 


(12) Notwithstanding any other provision of this Act, a trust 
described in paragraph 104(4)(a) may, in computing its taxa- 
ble income’ for its taxation year in which the taxpayer’s 
spouse referred to in that paragraph died, deduct under this 
section an amount equal to the least of 


All that portion of para. 110.6(12)(b) preceding cl. (i)(B) amended 
by 1994, c. 7, Sch. VII (1993, c..24), subsec. 47(11), applicable :to 
1992 et seq. That portion formerly read: 


(b) the total of 


(I) the total of all amounts each of which is an (i) the lesser of 
amount deducted under subsection (3) in com- 
puting the taxable income of the taxpayer’s 
spouse for the taxation year in which the spouse 


died or a preceding taxation year, and 


(A) the amount, if any, that would be determined in 
respect of the trust for that year under paragraph 3(b) 
in respect of capital gains and capital losses if the 
only properties referred to in that paragraph were 
properties disposed of by it after 1984, other than 
properties referred to in subparagraph (ii), and 


Pre-RSC History: Subsec. 110.6(12) substituted by 1988, c. 55, 
subsec. 81(15), applicable to 1988 et seq., except that for the 1988 
and 1989 taxation years the references to “$75,000” in cl. (b)(i)(B) 
and “$375,000” in para: (c) shall be read as references to “$66,667” 
and “$333,333” respectively. Subsec. (12) formerly read; . 


(12) Deduction from taxable income of spousal trust — 
Notwithstanding any other provision of this Act, a trust de- 
scribed in paragraph 104(4)(a) may, in computing its taxable 
income for its taxation year in which the taxpayer’s spouse 
referred to in that paragraph died, deduct under this section an 
amount equal to the lesser of 


(II) the total of all amounts each of which is an 
amount determined under subparagraph (3)(a)(ii) 
or (ili) in respect of the taxpayer’s spouse for the 
taxation year in which the spouse died, and 


(i1) the amount, if any, that would be determined in re- 
spect of the trust for that year under paragraph 3(b) in 
respect of capital gains and losses if the only properties 
referred to in that paragraph were qualified farm proper- 
ties disposed of by it after 1984 and qualified small busi- 
ness corporation shares disposed of by it after June 17, 
1987; and 


Para. (b) formerly read: 
(b) the total of 


(i) the least of 


(A) the amount, if any, determined under paragraph 
3(b) in respect of the trust for that year in respect of 
capital gains and capital losses, 


(A.1) the amount, if any, that would be determined 
under paragraph 3(b) in respect of the trust for that 
year in respect of capital gains and capital losses if 


(I) the only properties referred to in that para- 
graph were properties disposed of by it after 
1984, other than properties referred to in subpar- 
agraph (ii), and 


(II) the trust’s capital gains and capital losses for 
that year from dispositions of non- -qualifying 
real property of the trust were equal to its eligi- 
ble real property gains and eligible real property 
losses, respectively, for that year from those dis- 
positions, and 


(B) the amount, if any, by which $75,000 exceeds 
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(a) the amount, if any, by which the eligible taxable capi- 
tal gains (within the meaning assigned by paragraph 
108(1)(d.2)) of the trust for that year exceeds the amount, 
if any, by which 


(i) the amount, if any, determined under paragraph 
(b) of the definition “cumulative gains limit” in sub- 
section (1) in respect of the taxpayer’s spouse at the ~ 
- end of the taxation ‘year in which ~ wanhone died 


exceeds 


(ii) the amount, if any, determined under paragraph 
(a) of the definition “cumulative gains limit” in sub- 
section (1) in respect. of the taxpayer’s spouse at the . 
end of the taxation year in which the spouse died; 
and 


(b) the amount, if any, by which $250,000 exceeds the 
aggregate of.all amounts each of which is an amount de- 
ducted by the taxpayer’s spouse under this'section for the 
taxation year in which the spouse died or a preceding tax- 
ation year. 
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1986, c. 6,’s. 58 provides that in its application to taxation years 
ending after 1984 and before 1990, ‘para. (b) shall: be read as 
follows: >. 

» (b) the amount, if any, by which the allowable exemption 
(within the meaning assigned by paragraph (3)(a)) for:the tax- 
ation year in which the spouse died exceeds the aggregate of 

all amounts each of which is-an amount deducted by the 

‘spouse under this section for the taxation’ year in which the 
spouse died or a preceding taxation year. 


Forms: T3, Sched: 5: Beneficiary spouse information and calcula- 
tion of spousal trust’s capital gains deduction. 


(13) Determination under para. :3(b) — For the 
purposes of this section, the amount determined 
under paragraph 3(b) in respect of an individual for a 
period throughout which the individual was not resi- 
dent in Canada is nil. @: 

Related Provisions: 74.2(2)— Deemed gain or loss under attri- 
bution rules; 104(21), (21.2) — Beneficiary’s taxable capital gain 


from trust. See additional Related provisions and)Definitions at end 
of s. 110.6. -| 


(14) Related persons, etc. [miscellaneous 

rules] — For the purposes of the-definition “quali- 

fied small business corporation share’” in ‘subsection 

(1), : 

(a) a taxpayer shall be deemed.to have disposed 
of shares that are identical properties in the order 
in which the taxpayer acquired them, 
(b) in determining whether a corporation is a 
‘small business corporation or a’ Canadian-con- 
trolled private corporation at any time, a right re- 

~ ferred to in paragraph 251(5)(b) shall not include 
a right under a purchase and sale agreement relat- 
ing. to a share. .of, the capital. stock) of a 
corporation; reel: 


(c) a personal trust shall be deemed 


(i) to be related to a person or partnership for 
any period throughout which the person or 
partnership was a beneficiary of the trust, and 
(ii) in respect of shares of the capital stock of 
a corporation, to be related to the person from 
“whom it’ acquired those shares where, at the 
time the trust disposed ofthe shares, all of the 
beneficiaries (othér than registered charities) 
of the trust were related to that person or 
would have been so related if that person were 
living at that time; - 3 


(d) a partnership shall be deemed to ‘be related to 
a person for any period throughout which the per- 
son was a member of the partnership; > | 


(e) where a corporation acquires shares of a class 
of the capital stock of another corporation from 
any person, it shall be deemed in respect of those 
shares to be related to the person where all or 
substantially all the consideration received by 
that person from the corporation in respect of 
those shares was common shares of the capital 
stock of the corporation; 


(f) shares issued after June 13, 1988 by a corpora- 
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‘tion to a particular person or partnership shall be 


deemed to have been owned immediately before 
their issue bya person who was not related to the 


“particular person or partnership unless the shares 


were issued ° 


(i) as consideration for other shares, or 


(ii) as part of a transaction or series of transac- 
tions in which the person or partnership. dis- 
posed of. property to the corporation that con- 
sisted of | 


(A) all or substantially all the assets used 
in an active business ‘carried on by that 
person or the members of that partnership, 
qotianied baw okoigi vo Sfaei 


(B) an interest in a partnership all or sub- 
stantially all the assets of which were used 
in an active business.carried..on by ‘the 
members of the partnership; and 


(g) where, immediately before the death of an in- 
dividual, or, in the case of a deemed transfer 
under subsection 248(23), immediately before the 
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time that is immediately before the death of an 
individual, a share would, but for paragraph (a) of 
the definition “qualified small business corpora- 
tion share” in subsection (1), be a qualified small 
business corporation share of the individual, the 
share shall be deemed to be a qualified small bus- 
iness corporation share of the individual if it was 
a qualified small business corporation share of 
the individual at any time in the 12-month period 
immediately ‘preceding the death of the 
individual. 
Related Provisions: 110.:6(16) — Personal trust; 248(1) — “bus- 
iness” does not include adventure or concern under 110.6(14)(f); 
248(5)(b) —Effect of stock dividend; 248(12) — Identical proper- 
ties. See additional Related provisions and Definitions at end of 
110.6. 


History: Para. 110.6(14)(c) substituted and (g) added by 1994, c. 7, 
Sch. II (1991, c. 49), subsecs. 81(12), (13), applicable to 1988 et 
seq. Para. (c) formerly read: 


(c) a personal trust shall be deemed to be related to a person 
or partnership for any period throughout which the person or 
partnership was a beneficiary of the trust; 


Pre-RSC History: Subsec. 110.6(14) added by 1988, c. 55, sub- 
sec. 81(16), applicable with respect to dispositions of shares after 
June 17, 1987. 


Advance Tax Rulings: ATR-55: Amalgamation followed by sale 
of shares. 


(15) Value of assets of corporations — For the 
purposes of the definitions “qualified small business 
corporation share” and “share of the capital stock of 
a family farm corporation” in subsection (1), the def- 
inition “share of the capital stock of a family farm 
corporation” in subsection 70(10) and the definition 
“small business corporation” in subsection 248(1), 


(a) where a person (in this subsection referred to 
as the “insured”), whose life was insured under 
an insurance policy owned by a particular corpo- 
ration, owned shares of the capital stock (in this 
subsection referred to as the “subject shares”) of 
the particular corporation, any corporation con- 
nected with the particular corporation or with 
which the particular corporation is connected or 
any corporation connected with any such corpo- 
ration or with which any such corporation is con- 
nected (within the meaning of subsection 186(4) 
on the assumption that the corporation referred to 
in this subsection was a payer corporation within 
the meaning of that subsection), 


(i) the fair market value of the life insurance 
policy shall, at any time before the death of 
the insured, be deemed tobe its cash surren- 
der value (within the meaning assigned by 
subsection 148(9)) at that time, and’ 


(ii) the total fair market value of assets (other 
than assets described in subparagraph (c)(i), 
(ii) or (iii) of the definition “qualified small 
business corporation share” in subsection (1), 
subparagraph (b)(i), (ii) or (iii) of the defini- 
tion “share of the capital stock of a family 
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farm corporation” in subsection (1) or para- 
graph (a), (b) or (c) of the definition ‘small 
business corporation” in subsection 248(1), as 
the case may be) of any of those corporations 
that are 


(A) the proceeds, the right to receive the 
proceeds or attributable to the proceeds, of 
the life insurance policy of which the par- 
ticular corporation was a beneficiary, and 


(B) used, directly or indirectly, within the 
24-month period beginning at the time of 
the death of the insured or, where written 
application therefor is made by the particu- 
lar corporation within that: period, within 
such longer period as the Minister consid- 
ers reasonable in the circumstances, to re-. 
deem, acquire or cancel the subject shares 
owned by the insured immediately before 
the death of the insured, 


not in excess of the fair market ’value of the 
assets immediately after the death of the in- 
sured, shall, until the later of 3 


(C) the redemption, acquisition or cancel- 
lation, and 


(D) the day that is 60 days after the pay- 
ment of the proceeds under the policy, 


be deemed not to exceed the cash surrender 
value (within the meaning assigned by subsec- 
tion 148(9)) of the policy immediately before 
the death of the insured; and 


(b) the fair market value of an asset of a particu- 
lar corporation that is a share of the capital stock 
or indebtedness of another corporation with 
which the particular corporation is. connected 
shall be deemed to be nil and, for the purpose of 
this paragraph, a particular corporation is con- 
nected with another corporation only where . 


(i) the particular corporation is connected 
(within the meaning assigned by paragraph (d) 
of the definition “qualified small business cor- 
poration share” in subsection (1)) with the 
other corporation, and 


(ii) the other corporation is not connected 
(within the meaning of subsection 186(4) as 
determined without reference to subsection 
186(2) and on the assumption that the other 
corporation is a payer corporation within the 
meaning of subsection 186(4)) with the partic- 
ular corporation, 


except that this paragraph applies only in deter- 


mining whether a share of the capital stock of an- 
other corporation with which the particular cor- 
poration is connected is a qualified small 
business corporation share or a share of the capi- 
tal stock of a family farm corporation and in de- 
termining whether the other corporation is a 
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small business corporation. 


History: Subsec. 110.6(15) substituted by 1994, c. 21, subsec. 
50(5), applicable to se eras occurring after 1991. That subsec. 
formerly read: - 


(15) Life insurance policy of corporation —For the pur- 
poses of the definitions “qualified small business corporation 
share” and “share of the capital stock of a family farm corpo- 
ration” in subsection (1) and the definition “small business 
corporation” in subsection 248(1), where a person (in this 
subsection referred to as the “‘insured’”’), whose life was in- 
sured under. an insurance policy owned by a particular corpo- 
ration, owned shares of the capital stock (in this subsection 
referred to as the “subject shares”) of the particular corpora- 
tion, any corporation connected with the particular corpora- 
tion or with which the particular corporation is connected or 
any corporation connected with any such corporation or with 
which any such corporation is connected (within the meaning 
of subsection 186(4) on the assumption that the corporation 
referred to in this subsection was a payer corporation within 
~ the meaning of that subsection), 


(a) the fair market value of the life insurance policy shall, 
at any time before the death of the insured, be deemed to 
be its cash surrender value (within the meaning assigned 
by subsection 148(9)) at that time; and 


(b) the total fait market value of assets (other than assets 
described in subparagraph (c)(i), (ii) or (iii) of the defini- 
tion “qualified small business corporation share” in sub- 
section (1), subparagraph (b)(i), (ii) or (iii) of the defini- 
tion “share of the capital stock of a family farm 
corporation” in subsection (1) or paragraph (a), (b) or (c) 
of the: definition ‘small business corporation” in subsec- 
tion 248(1), as the case may be) of any of those corpora- 
tions that are 


(i) the proceeds, the right to receive the proceeds or 
attributable to the proceeds, of the life insurance pol- 
icy of which the particular corporation was a benefi- 
ciary, and 


(ii), used, directly or indirectly, within the 24-month 
period beginning at the time of the death of the in- 
sured or, where written application therefor is made 
by the particular corporation within that period, 
within such longer period as the Minister considers 
reasonable in the circumstances, to redeem, acquire 
or cancel the subject shares owned by the insured im- 
mediately before the death of the insured, 


not in excess of the fair market value of the assets imme- 
diately after the death of the insured shall, until the later 
of 


(iii) the redemption, acquisition or cancellation, and 


(iv) the date that is 60 days after the payment of the 
proceeds under the policy, 


be deemed not to exceed the cash surrender value (within 
the meaning assigned by subsection 148(9)) of the policy 
immediately before the death of the insured. 


Subsec. 110.6(15) added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 
81(14), applicable to dispositions occurring after June 17, 1987, ex- 
cept that, with respect to dispositions occurring before July 13, 
1990, the reference to. “within the 24-month period commencing at 
the time of the death of the insured or, where written application 
therefor is made by the particular corporation within that period, 
within such longer period [as the Minister considers reasonable in 
the circumstances]” in subpara. 110. 6(15)(b)(ii) shall be read as 
“before July 13, 1991 or, where written application therefor is made 
by the particular corporation before that date, before date”. 


(16) Personal trust — For the purposes of the def- 


S. 110.6(18) 


inition “qualified: small business corporation share’ 
in subsection (1) and of paragraph (14)(c), a personal 
trust shall be deemed to include a trust described in 
subsection 7(2). / 


History: Suibsec. 110.6(16) added by 1994, c. 7,Sch. II (1991, c. 
49), subsec. AC sea applicable to CiSpOsTHONS: occurring ‘after June 


Vi; 1987. 


(17) Order of deduction 2 For the. purpose of 
clause (2)(a)Gui)(A), amounts deducted under this 
section in computing an individual's taxable income 
for a taxation year that ended before 1990 shall be 
deemed to have first been deducted in respect of 
amounts that were included in computing the indi- 
vidual’s income under this Part for the year. because 
of subparagraph 14(1)(a)(v) before being deducted in 
respect of any other amounts that were included in 
computing the individual's: income under this Part 
for the year. 


History: Subsec. 110. 6(17) amended by 1995, c. 3, subsec. 32(10), 
applicable to 1996 et seq. Subsec. (17) formerly read: 


(17), Order of deduction — For the purposes of clauses 
(2)(a)(iii)(A) and (3)(a)(Giii)(A), amounts deducted by an indi- 
vidual under this section in computing the individual’s taxa- 
ble:income for.a taxation year ending before 1990 shall be 
deemed to have first been deducted in respect of any amounts 
that were included in computing the individual’s income for 
that year because of paragraph 14(1)(a)(v) before being de- 
ducted in respect of any other amounts that were included in 
computing the individual’s income for that year. 


Subsec. 110.6(17) added by 1994, c. 7, Sch. VHII-(1993, c. ND sub- 
sec. 47(12), applicable to 1990 et seq. 


(18) [Repealed] 


History: Subsec. 110.6(18) repealed by 1995, c. ei subsec. 32(11), 
applicable to 1996 et seq. Subsec. (18) formerly read: — 


(18) Eligible real property gains and losses — For the 
purposes of the definitions “eligible real property gain” and 
“eligible real property loss” in subsection (1), 


(a) an individual shall be deemed to have disposed of 
identical properties..in the order in. which they were 
acquired; 


(b), where paragraph 74.2(2)(b) applies for the purposes 
of this section to deem a property disposed of by another 
person to have been disposed of by an individual in a tax- 
ation year, the individual shall be deemed to have last ac- 
_quired that property at the time at which the other person 
last-acquired it and to have disposed, of it at the time at 
which the other person disposed of it; 


(c) where an individual is deemed by subsection 70(6), 
(9), (9.1), (9.2) or (9.3), 73(1), (3) or (4), 98(3) or (5) or 
“107(2) to have acquired property for an amount that is 
not greater than the adjusted cost base. to the person or 
partnership from whom it was acquired, the individual 
shall be deemed to have acquired the property at the time 
it was last acquired by the person or partnership; 


(d) the number of calendar months in a period shall be 
determined without reference to any such month that is in 
a taxation year of the: individual or the individual’s 
spouse for which the property in respect of which the eli- 
gible real property gain or eligible real property loss is 
computed was a principal residence (within the meaning 
assigned by section 54) of the individual or the individ- 
ual’s spouse; and 
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(e) where the eligible real property gain or eligible real 
property loss of an individual is computed in respect of a 
gain or loss from a disposition of property by a partner- 
ship, the individual shall be deemed to have last acquired 
the property at the time it was last acquired by the part- 


nership and to have disposed of the property at the time it 


was disposed of by the partnership except that, where the 
individual had disposed of that property to the partner- 
ship and an election had been filed under subsection 
97(2) in respect of that disposition, the individual shall be 
deemed to have last acquired the property at the time it 
was last acquired by the individual before that disposition 
if the amount agreed on in that election in respect of the 
property was not greater than the adjusted cost base to 
the individual of the property at the time of that 
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(B) where an amount would, if the disposi- | 
tion referred to in subparagraph (i) were a. 
disposition for the purpose of section 7 or | 
35, be included under that section as a re- 
sult of the disposition in computing the in- | 
come of the elector, the lesser of | 


(I) the elector’s proceeds of disposition | 
of the property determined under sub- | 
paragraph (i), and . 
(II) the amount determined by the | 
formula | 


A-B 


disposition. 
Subsec. 110.6(18) added by 1994, c.7, Sch: VIII (1993, c. 24), sub- where : 
sec. 47(12), applicable to 1992 et seq: ; A is the amount, if any, by which the — 
fair market value of the property at — 
that time exceeds the amount that 
would, if the disposition referred to 
in subparagraph (i) were a disposi- 
tion for the purpose of section 7 or — 
35, be included under that section as 
a result of the disposition in com- 


: _ puting the income of the elector, 
(a) a capital property (other than an interest in a and i 


trust referred to in any of paragraphs (f) to (j) of 
the definition “flow-through entity” in subsection 
39.1(1)) owned at the end of February 22, 1994 : . : 
by the elector, the property shall be deemed, ex- a (HI) (yaaa mi me property if 
cept for the purposes of sections 7 and 35 and . ‘ial sd ony om i aml ocd thc) 
subparagraph 110(1)(d.1)(ii), at ; 
(C) in any other case, the lesser of 
(I) the designated: amount, and 


(II) the amount, if any, by which the 
fair market value of the property at that 
time exceeds the amount determined by 


(19) Election for property owned on February 
22, 1994 — Subject to subsection (20), where an 
individual (other than a trust) or a personal trust 
(each of which is referred to in this subsection and 
subsections (20) to (29) as the “elector”), elects in 
prescribed form to have the provisions of this sub- 
section apply in respect. of 


_B is the amount that would be deter- 
mined by the formula in subclause 


(i) to have been disposed of by the elector at 
that time for proceeds of disposition equal to 
the greater of 


(A) the amount determined by the formula 


A-B 
where 
A is the amount designated in respect of 


the formula 


A — 1.1B 
where 


the property in the election, and ; ) atti 9 b 
A is the designated amount, and 


B is the fair market value.of the prop- 
erty at that time; 


B_ is the amount, if any, that would, if the 
disposition were a disposition for the 
purpose of section 7 or 35, be included 
under that section asa result of the dis- 
position in computing the income of the 
elector, and 


(B) the adjusted cost base to the elector of 
the property immediately before the dispo- 
sition, and 


(b) a business carried on by the élector (otherwise 
than as a member of a partnership) on February 
22, 1994, 


(i) the amount that would be determined under 
subparagraph. 14(1)(a)(v) at the end of that 
day in respect of the elector if 

(A) all the eligible capital property owned 


at that time by the elector in respect of the 
business were disposed of by the’ elector 


(ii) to have been reacquired by the elector im- 
mediately after that time at a cost equal to 


(A) where the property is an interest in or a 


share of the capital stock of a flow-through 
entity (within the meaning assigned by 
subsection 39.1(1)) of the elector, the cost 
to the elector of the property immediately 
before the disposition referred to in sub- 
paragraph (i), 
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immediately before that time for proceeds 
of disposition equal to the amount desig- 
nated in the election in respect of the busi- 
ness, and: 


(B) the fiscal period of the business ended 
at that time , = 
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shall be deemed to be a taxable capital gain of 
the elector for the taxation year in which the 
fiscal period of the business that includes that 
time ends from the, disposition of a particular 
property and, for the purposes of this. section, 
the particular property shall be deemed to 


have been disposed of by the elector at that 


time, and in) | 
(ii) for the purpose of paragraph 14(3)(b), the 
amount of the taxable capital gain determined 
under subparagraph (i) shall be deemed to 
have been claimed, by a person who does not 
deal at arm’s length with each person or part- 
‘nership that does not deal at arm’s length with 
the elector, as a deduction ‘under this section 
in respect of a disposition at that time of the 
eligible capital property; and 


(c) an interest owned at the end of February 22, 
1994 by the elector in a trust referred to in any of 
paragraphs (f) to: (j) of the definition “flow- 
through entity” in subsection 39.1(1),,the elector 
shall be deemed to have a capital»gain for the 
year from the disposition on February 22, 1994 of 
_property equal to the lesser of. ns esate 
(i) the total of amounts designated in elections 
made under this subsection: by. the elector: in 
respect of interests in.the trust, and, 


(ii) 4 of the amount that would, if all,of the 
trust’s capital properties were, disposed of: at 
the end of February 22, 1994 for proceeds of 
disposition equal to their fair market value at 
that time and that portion of the trust’s capital 
gains and capital losses or its net taxable capi- 
tal gains, as the case may be, arising from the 
dispositions as can reasonably be considered 
“to represent the elector’s share thereof were 
allocated to or designated in’ respect of the 
élector, be the increase in the annual gains 
limit of the elector for the 1994 taxation year 
as a result of the dispositions. 
Related Provisions: 13(7)(e.1) —Depreciable capital property; 
13(21)“undepreciated capital cost”F —\No. ‘recapture of CCA on 
election; -14(1)(a)(v)D, 14(5)‘‘cumulative. eligible capital”B, 
14(9)— Cumulative eligible capital; 39,1,— Holdings in flow- 
through entities; 40(2)(b)A, D, 40(7.1) — Principal residence; 
49(3.2) — Options; 53(1)(r) — Increase in ACB immediately 
before disposing of all interests or shares of a flow-through entity; 
54“adjusted cost base”(c) + ACB adjustment of flow-through en- 
tity preserved through disposition and reacquisition; 84.1(2)(a.2) — 
Share deemed acquired not at arm’s length (cost base preserved) for 
purposes of later non-arm’s length sale; 107(1.1)(a) — Cost of capi- 
tal interest in a trust when election made; 110.6(20) — Application 
of election; 110.6(21) —Non-qualifying . real — property; 
110.6(23) — Partnership interest; 110.6(24)-(30) — Time for elec- 
tion and late-filed elections; 257 — Formula cannot calculate to less 
than zero; Reg. 2800(2) — Extended deadline for preferred benefi- 
ciary election. i BOLE 
History: Subsec. 110.6(19) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. hs kts 
.T. Application Rules: 20(1)(c) (where depreciable’ property 
owned since before 1972); 26(29)° (following election, property 


S. 110.6(20)(b) 


deemed not owned at end of 1971 so ITAR 26(3) will not apply). 


Interpretation Bulletins: IT-217R: Depreciable property owned 
on December 31, 1971. 

1.T. Technical: News: No. 7 (principal residence and the capital 
gains,election)., .. ( 

Forms: 94-115: Election to report a capital gain on property owned 
by, a. personal trust at the end, of February 22, 1994;.T664 and 
T664(Seniors): Election to report a capital gain on property owned 
at the end of February 22, 1994; T4138: Capital gains election pack- 
age; T4142: Capital gains election package for seniors. 


(20) Application of subsec. (19) — Subsection 
(19) applies to a property or to a business, as the case 


may be, of an elector only if 


_(a) where the elector is an individual (other than a 
- trust), | | 


(i) its application to all of the properties in re- 
spect of which elections were made under that 
subsection by the elector or a spouse of the 
elector and to all the businesses in. respect of 
which elections were made under that subsec- 
tion by the elector 3 | 
(A) would result in an increase in the 
_ amount deductible under subsection (3) in 
‘computing the taxable income of the elec- 
tor or.a spouse of the elector, and | 


(B) in respect of each of the 1994 and 
1995 taxation years, 


(1) where no part of the taxable capital 
gain resulting from an election by the 
elector is included in computing the in- 
come of a spouse of the elector, would 
not result in the amount determined 
under paragraph (3)(a) for the year in 
respect of the elector being exceeded 
by the lesser of the amounts determined 
under paragraphs (3)(b) and (c) for the 
_ year in respect of the elector, and 
(Il) where no part of the taxable capital 
gain resulting from an election by. the 
elector is included in computing the in- 
come of the elector, would not result in 
the amount determined under paragraph 
(3)(a) for the year in respect of a spouse 
of the elector being exceeded by the 
lesser of the amounts determined under 
paragraphs (3)(b) and (c) for the year in 
respect of the spouse, 
(ii) the ‘amount designated in the election in 
respect of the property exceeds '/io of its fair 
market value at the end of February 22, 1994, 
or 


(iii) the amount designated in the election: in 
respect of the business is $1.00 or exceeds. !'/10 
of the fair market value at the end of February 
22, 1994 of all the eligible capital property 
owned at that time by the elector in respect of 
the business; and 


(b) where the elector is a personal trust, its appli- 
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cation to all of the properties in respect of which 
an election was made under that subsection by 
the elector would result in 


(i) an increase in the amount deemed by sub- 
section 104(21.2) to be a taxable capital gain 
of an individual (other than a trust) who was a 
beneficiary under the trust at the end of Febru- 
ary 22, 1994 and resident in Canada at any 
time in the individual’s taxation year in which 
the trust’s taxation year that includes that day 
ends, or 


(ii) where subsection (12) applies to the trust 
for the trust’s taxation year that includes that 
day, an increase in the amount deductible 
under that subsection in computing the trust’s 
taxable income for that year. 


History: Subsec. 110.6(20) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seg. 


(21) Effect of election on non-qualifying real 
property — Where an elector is deemed by subsec- 
tion (19) to have disposed of a non-qualifying real 
property, . 
(a) in computing the elector’s taxable capital gain 
from the disposition, there shall be deducted the 
amount determined by the formula 


0.75(A — B) 
where 
A is the elector’s capital gain from the disposi- 
tion, and 


B is the elector’s eligible real property gain from 
the disposition; and 

(b) in determining at any time after the disposi- 
tion the capital cost to the elector of the property 
where it is a depreciable property and the ad- 
justed cost base to the elector of the property in 
any other case (other than where the property was 
at the end of February 22, 1994 an interest in or a 
share of the capital stock of a flow-through entity 
within the meaning assigned by subsection 
39.1(1)), there shall be deducted 4/; of the amount 
determined under paragraph (a) in respect of the 
property. 

Related Provisions: 13(7(e)G)(B)IV) — Reduction in capital 

cost reflected for CCA purposes; 53(2)(u) — Reduction in adjusted 


cost base; 127.52(1)(h.1) — Calculation for purposes of minimum 
tax; 257 — Formula cannot calculate to less than zero. 


History: Subsec. 110.6(21) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(22) Adjusted cost base — Where an elector is 
deemed by paragraph (19)(a) to have reacquired a 
property, there shall be deducted in computing the 
adjusted cost base to the elector of the property at 
any time after the reacquisition the amount, if any, 
by which 


(a) the amount determined by the formula 


A -1.1B 
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where 


A is the amount designated in the election under. 
subsection (19) in respect of the property, and — 


B is the fair market value of the property at the 
end of February 22, 1994 


exceeds 


(b) where the property is an interest in or a share — 
of the capital stock of a flow-through entity — 
(within the meaning assigned by subsection — 
39.1(1)), “4 of the taxable capital gain that would 
have resulted from the election if the amount des- | 
ignated in the election were equal to the fair mar- 
ket value of the property at the end of February | 
22, 1994 and, in any other case, the fair market 
value of the property at the end of February 22, 
1994. 
Related Provisions: 14(9) — Further effects of excessive elec- 
tion; — 53(2)(v) — Reduction ~ in adjusted cost base; 
110.6(19)(a)(ii)(C)UD, 110.6(28) — Further effects of excessive 
election; 257 — Formula cannot calculate to less than zero. 


History: Subsec. 110.6(22) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(23) Disposition of partnership interest — 
Where an elector is deemed by subsection (19) to 
have disposed of an interest in a partnership, in com- 
puting the adjusted cost base to the elector of the in- 
terest immediately’ before the disposition 


(a) there shall be added the amount determined 
by the formula 


Cc 
(A-B)x— +E 
D 


where 


A. is the total of all amounts each of which is the 
elector’s share of the partnership’s income 
(other than a taxable capital gain from the dis- 
position of a property) from a source or from 
sources in a particular place for its fiscal pe- 
riod that includes February 22, 1994, 


Bis the total of all amounts each of which is the 
elector’s share of the partnership’s loss (other 
than an allowable capital loss from the dispo- 
sition of a property) from a source or from 
sources in a particular place for that fiscal 
period, 

C is the number of days in the period that begins 
the first day of that fiscal period and ends’ 
February 22, 1994, 


D is the number of days in that fiscal period, and 


E is *s of the amount that would be determined 

_ under paragraph 3(b) in computing the elec- 
tor’s income for the taxation year in which 
that fiscal period ends if the elector had no 
taxable capital gains or allowable capital 
losses other than those arising from disposi- 
tions of property by the partnership that oc- 
curred before February 23, 1994; and 
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(b) there shall be deducted the amount that would 
be determined under paragraph (a) if the formula 
in that paragraph were read as. . 


tiny 
BoA oe 
AS ay 


Related Provisions: 53(1)(e)(xii) — Addition to adjusted ‘cost 
base; 53(2)(c)(xi) — Reduction in adjusted cost base; 257 — 
Formula cannot calculate to less than zero. 


History: Subsec. 110.6(23) added by 1995, c. 3,'subsec. BVA G2, 
applicable to 1994 et seg. 


(24) Time for election — An election made under 
subsection (19) shall be filed with the. Minister 


(a) where the elector is an individual eg as thana 
trust), 


(i) if the election is in respect of a business of 
the elector, on’ or before the individual’s: fil- 
ing-due date for the taxation year in which the 
fiscal period of the business that includes. Feb- 
ruary 22, 1994 ends, and 


(ii) in any other case, on or before the individ- 
ual’s balance-due, day for the 1994. taxation 
year; and 


(b) where the elector is a personal trust, on or 
before March 31 of the calendar year following 
~ the calendar year in which the taxation year of 

the trust that includes February 22, 1994 ends. 


Related Provisions: 110.6(26)—(30) — Late and amended 
elections. 


History: Subpara. 110.6(24)(a)() amended by 1996, c. 21,'s. 21; 
applicable to 1995 et seg. The subpara. formerly read: .. 


(i) if the election is in respect of a business of the elector, on 
or before the individual’s balance-due day for the taxation 
year in which the fiscal period of the business that includes 
February 22, 1994 ends, and 


Subsec. 110.6(24) added by 1995, c. 3, subsec. 32(12), applicable to 


1994 et seq. 


(25) Revocation of election — Subject to subsec- 
tion (28), an elector may revoke an election made 
under subsection (19) by filing a written notice of 
the revocation with the Minister before 1998. 

Related Provisions; 104(14.01) — Revocation of preferred ben- 


eficiary election at same time; 104(21.01) — Revocation of trust’s 
taxable capital gains designation at same time. 


History: Subsec. 110.6(25) added by 1995, c. 3, subsec. B22} 
applicable to 1994 et seg. 


!.T. Technical News: No. 7 (principal residence and the capital 
gains election). 


(26) Late election — Where an election made 
under subsection (19) is filed with the Minister after 
the day (referred to in this subsection and subsec- 
tions (27) and (29) as the “election filing date”’).on or 
before which the election is required by subsection 
(24) to have been filed and on or before the day that 
is 2 years after the election filing date, the election 
shall be deemed for the purposes of this section 
(other than subsection (29)) to have been filed on the 
election filing date if an estimate of the penalty in 
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respect of the election is paid by, the elector when the 
election is filed with the Minister. 

Related Provisions: 104(14.01) — Late preferred beneficiary 
election filed at. same time; 104(21.01) — Late filing of trust’s taxa- 


ble capital gains designation at same time; 110.6(29) — Amount of 
penalty. 


History: Subsec. 110.6(26) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(27) Amended election — Subject to subsection 
(28), an election made under subsection (19) in re- 
spect of a property or a business shall be deemed to 
be amended and the election, as amended, shall be 
deemed to have been filed on the evtOn filing date 
if 


(a) an amended election in prescribed form in re- 
spect of the property or the business is filed with 
the Minister before 1998; and 


(b) an estimate of the penalty, if any, in respect of 
the amended election is paid by the elector when 
the amended election is filed with the Minister. 


Related Provisions: 104(14.01) — Amended preferred benefici- 
ary election filed at same time; 104( 21.01) — Amendment of trust’s 
taxable capital gains designation at same time; 110.6(26) — Elec- 
tion filing date; 110.6(29) — Amount of penalty. 


History: Subsec. 110.6(27) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 ef seq. 


(28) Election that cannot be revoked or 
amended — An election made under subsection 
(19) cannot be revoked or amended where the 
amount designated in the election exceeds "/i0 Of 


(a) if the election is in respect, of a property, the 
fair market value of the property at the end of 
February 22, 1994; and 


(b) if the election is in respect of a business, the 
fair market value at the end of February 22, 1994 
of all.the eligible capital property owned at that 


os 
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time by the elector in respect of the business. 


Related 


Provisions: 14(9), 110.6(19)(a)(i1)(C) (ID, 
110.6(22)(a)B — Further effects of excessive election: 40(3)(a) 
Partnership interest can have negative adjusted cost base. 


History: Subsec. 110.6(28) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(29) Amount of penalty — The penalty in respect 

of an election to which subsection (26) or (27) ap- 

plies is the amount determined by the formula 
AXB 


300 


where 


A. is the number of months each of which is a month 
all or part of which is during the period that be- 
gins the day after the election filing date and ends 
the day the election or amended election is filed 
with the Minister; and 


B_ is the total of all amounts each of which is the 
taxable capital gain of the elector or a spouse of 
the elector that results from, the application of 
subsection (19) to the property or the business in 
respect of which the election is made less, where 
subsection (27) applies to the election, the total of 
all amounts each of which would, if the Act were 
read without reference to subsections (20) and 
(27), be the taxable capital gain of the elector or a 
spouse of the elector that resulted from the appli- 
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cation of subsection (19) to the property or the 
business. . 
Related Provisions: 110.6(26)—Election filing date; 


220(3.1) — Waiver of penalty by Revenue Canada; 252(4)(a) — 
Extended meaning of “spouse”. 


History: Subsec. 110.6(29) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 etiseq. a 


(30) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election to 
which subsection (26) or (27) applies, assess the 
penalty payable and send a notice of assessment to 
the elector who made the election, and the elector 
shall pay forthwith to the Receiver General the’ 
amount, if any, by which the penalty so assessed ex- 
ceeds the total of all amounts previously paid on ac- 
count of that penalty. 


History: Subsec. 110.6(30)added by 1995, c. 3, subsec. 32(128 
applicable to 1994 et seg. 


Related Provisions [s. 110.6]: 14(1)(a)(v) — Excess exceeding 
eligible capital amount deemed to be taxable capital gain; 39(9) — 
Reduction of business investment loss; 39(11) — Bad debt recoy- 
ery; 39(13) — Repayment of assistance; 40(3) — Deemed gain 
when adjusted cost base adjusted below nil; 42 — Deemed loss on 
warranty; 70(2) — Rollovers on death; 98(1)(c) — Disposition of 
partnership property; 111(8)“non-capital loss” A:E — Carryforward 
of exemption deduction as non-capital loss; 111(8)‘‘pre-1986 capital 
loss balance”C, D, E— Balance reduced by exemption claims; 
111.1 — Order of applying provisions; 131(1)(b) — Election re 
capital gains dividend. 


Pre-RSC History [s. 110.6]: S. 110.6 added by 1986, c. 6, s. 58, 
generally applicable to 1985 et seg. (Exceptions are noted after the’ 
relevant subsec.) 


Definitions [s. 110.6]: “active business” — 248(1); “adjusted 
cost base” — 54, 248(1); “allowable business investment loss” — 
38(c), 248(1); “amount” — 248(1); “annual gains’ limit” — 
110.6(1);\ “assessment” — 248(1); “borrowed money”, “busi- 
ness” — 248(1); “Canada” — 255; “Canadian-controlled private 
corporation” — 125(7), 248(1); “capital gain” — 39(1)(a), 248(1); 
“capital interest” — in a trust 108(1), 248(1); “capital loss” — 
39(1)(b), 248(1); “capital property” — 54, 248(1); “carrying on bus- 
iness” — 253; “child” —70(10), 110.6(1), 252(1): “class of 
shares” — 248(6); “common share” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “credit union” — 137(6), 248(1); 
“cumulative gains limit”, “cumulative net investment loss” — 
110.6(1); “deferred profit sharing plan” —147(1), 248(1); “divi- 
dend” — 248(1); “election filing date” — 110.6(26):; “elector” — 
110.6(19); “eligible capital property” — 54, 248(1); “eligible real 
property gain”, “eligible real property loss” —110.6(1); “em- 
ployee”, “farming” — 248(1); “filing-due date” — 150(1), 248(1); 
“fiscal period” — 248(1), 249(2)(b), 249.1; “gross revenue” — 
248(1); “identical” — 248(12); “income-averaging annuity con- 
tract” — 61(4), 248(1); “individual” — 248(1); “interest in a family 
farm partnership” — 110.6(1); “investment corporation” — 
130(3)(a), 248(1); “investment expense”, “investment income” — 
110.6(1); “Minister” — 248(1); “mortgage investment corpora- 
tion” — 130.1(6), 248(1); “mutual fund corporation” — 131(8), 
248(1); “net capital loss” — 111(8), 248(1); “net income stabiliza- 
tion account” — 110.6(1.1), 248(1); “non-qualifying real prop- 
erty” — 110.6(1), 248(1); “parent” — 252(2); “person” — 248(1);. 
“personal trust” — 110.6(16), 248(1); “prescribed”, “property” — 
248(1); “qualified farm property”, “qualified small business corpo- 
ration share” — 110.6(1); “registered charity”, “registered pension 
plan” — 248(1); “registered retirement savings plan” — 146(1), 
248(1); “related” — 110.6(14)(c)-(e), 251(2); “related segregated 
fund trust” — 138.1(1)(a); “resident in Canada” — 110.6(5), 250; 
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“series of transactions” — 248(10); “share” — 248(1); “share of the 
capital stock of a family farm corporation” — 110.6(1); “small busi- 
ness corporation” — 110.6(14)(b), 248(1); “specified member” — 
248(1); “spouse” — 252(4)(a); “stock dividend” — 248(1); “‘substi- 
tuted property” — 248(5); “taxable capital gain” — 38(a), 248(1); 
“taxable. income’ =--2(2),. 248(1); “taxation year”. — 249; “tax- 
payer” — 248(1); “testamentary trust” — 108(1), 2481); “trust” — 


104(1), 248(1), HR “writing” — Interpretation Act 35(1). 
interpretation Bulletins [s. 110.6]: IT-120R4: Principal resi- 
dence: IT-123R5: Transactions inyolving eligible capital property; 
IT-232R2: Non-capital losses, net capital losses, restricted farm 
losses, farm losses. and limited partnership losses — their composi- 
tion and deductibility in computing taxable income; IT-236R3: 
Reserves — disposition of capital property; IT-242R: Retired part- 
ners; IT-268R3: Inter vivos transfer of farm property to child; IT- 
268R4: Inter vivos transfer of farm property to child; IT-278R2: 
Death of a partner or of a retired partner; IT-281R2: Elections on 
single payments from a deferred profit-sharing plan; IT-330R: Dis- 
positions of capital property subject to warranty, covenant, etc,; IT- 
369R: Attribution of trust income to settlor; IT-381R3: Trusts — 
capital gains and losses and the flow-through of taxable capital 
gains to beneficiaries; IT-395R: Foreign tax credit — foreign- 
~ source capital gains and losses; IT-442R: Bad debts and reserves for 
doubtful debts; IT-451R: Deemed disposition and acquisition on 
ceasing to be or becoming resident in Canada; IT-504R2: Visual 
artists and writers. ; 

Forms [s. 110.6]: T1 Sched. 3: Capital gains (or losses); T3 
Sched. 3: Calculation of a trust’s eligible taxable capital gains; 
T657: Calculation of capital gains deduction (if disposed of farm 
property or small business shares); T657A: Calculation of capital 
gains deduction on other property; T936: Calculation of cumulative 
net investment loss. : 


110.7 (1) Residing in prescribed zone — 
Where, throughout:a period (in this section referred 
to as the “‘qualifying period”) of not less than 6 con- 
secutive months beginning or ending in a taxation 
year, a taxpayer who is an individual has resided in 
one or more particular areas each of which is a pre- 
scribed northern’ zone or prescribed intermediate 
zone for the year and files for the year a claim in 
prescribed form, there may ‘be deducted in comput- 
ing the taxpayer’s taxable income for the year 


(a) the total of all amounts each of which is the 
product; obtained, by multiplying the specified 
percentage for a particular area for the year in 

- which the! taxpayer so-resided: by an amount re- 
ceived, or the value of a benefit received or en- 
joyed, in the year by the taxpayer in respect of 
the taxpayer’s employment in the particular area 
by a person with whom the taxpayer was dealing 
at arm’s length in respect of travel expenses in- 
curted by the taxpayer or another individual who 
was a member of the taxpayer’s household during 
the part of the year in which the taxpayer resided 
in the particular area, to the extent that 


(i). the. amount received or the value of the 
benefit, as the case may be, 


(A) does not exceed a prescribed amount 

“$n respect of the taxpayer for the period in 
the year in which the taxpayer resided in 
the particular area, 


_(B). is included and is not otherwise de- 


S. 110,7(3) 


‘ducted in computing the taxpayer’s income 
for the year or any other taxation year, and 


(C) is not included in determining, an 


amount deducted under _ subsection 
118.2(1) for the year or any other taxation 
year, 


(ii) the travel expenses were incurred in fe- 

spect of trips made in the year by the taxpayer 

or another, individual who was.a member, of 

the taxpayer’s household during the, part. of 

the year in which the taxpayer. resided in the 
_ particular area, and pal rf 


(iii) neither the taxpayer nor a member of the 
taxpayer’s household is at any time entitled to 
a reimbursement or any form, of assistance 
(other than a reimbursement or assistance in- 
cluded in computing the income of the. tax- 
payer or the member) in respect of travel ex- 
penses to. which subparagraph (ii) applies; and 


(b) the lesser of | ie 


(i) 20% of the taxpayer’s income for the year, 
and 


(ii) the total of all amounts each of which is 
-the product obtained by multiplying the: speci- 
- fied percentage for a particular area) for the 

year in which the taxpayer so resided: by the 

total of | 


(A) $7.50 multiplied by the number of 
days in the year included in the qualifying 
period in which the taxpayer resided in the 
particular'area, and — J rotate 
(B) $7.50 multiplied by the number of 
days in the year included in that portion of 
the qualifying period throughout which the 
taxpayer maintained and resided in a self- 
contained domestic establishment in the 
particular area (except any day included in 
computing a deduction claimed under this 
paragraph by another person who resided 
on that day in the establishment). 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


(2) Specified percentage — For the purpose of 
subsection (1), the specified percentage for a particu- 
lar area for a taxation year is 


(a) where the area is a prescribed northern zone 
for the year, 100%; and 


(b) where the area is a prescribed intermediate 
zone for the year, 50%. 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


(3) Restriction — The total determined under para- 
graph (1)(a) for a taxpayer in respect of travel ex- 
penses incurred in a taxation year in respect of an 
individual shall not be in respect of more than 2 trips 
made by the individual in the year, other than trips to 
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obtain medical services that are not available in the 
locality in which the taxpayer resided. 


(4) ldem — The amount determined under subpara- 
graph (1)(b)(ii) for a particular area for a taxpayer 
for a taxation year shall not exceed the amount by 
which the amount otherwise determined under that 
subparagraph for that particular area for the year ex- 
ceeds the value of, or an allowance in respect of ex- 
penses incurred by the taxpayer for, the taxpayer’s 
board and lodging in the particular area that 


(a) would, but for subparagraph 6(6)(a)(i), be in- 
cluded in computing the taxpayer’s income for 
the year; and 


(b) can reasonably be considered to be attributa- 
ble to that portion of the qualifying period that is 
in the year and during which the taxpayer main- 
tained a self-contained domestic establishment as 
the taxpayer’s principal place of residence in an 
area other than a prescribed northern zone or a 
prescribed intermediate zone for the year. 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


(5) Idem — Where on any day an individual resides 
in more than one particular area referred to in sub- 
section (1), for the purpose of that subsection, the in- 
dividual shall be deemed to reside in only one such 
area on that day. 

Related Provisions [s. 110.7]: 6(6) —Employment at special 


work. site or remote area — non-taxable benefits; 111.1 — Order of 
applying provisions. 


History [s. 110.7]: Subpara. 110.7(1)(a)(iii) added by 1994, c. 7, 
Sch. VIII (1993, c. 24), s. 48, applicable to 1992 et seq. 


by 30 
exceeds 


(Il) the quotient determined under 
clause (A), 


(ii) the section shall be read as including the following 
subsections: 


(6) Subject to subsection (7), where a quotient deter- 
mined under paragraph (1)(b) is not a whole number, — 
it shall be rounded to the nearest whole number or, 
where it is equidistant from 2 such consecutive 
whole numbers, it shall be rounded to the higher 
thereof. 


(7) Where, in a taxation year, a taxpayer resided in 
more than one particular area each of which is an 
area referred to in subsection (2) for the year, for the 
purpose of computing the amount deductible under 
subsection (1) in computing the taxpayer’s taxable 
income for the year, the total of all amounts each of _ 
which is a quotient determined under paragraph 
(1)(b) in respect of any such area for the year shall 
not exceed the total of such amounts that would have — 
been obtained for the year if the taxpayer had resided 
in only one such area throughout the portion of the 
qualifying period included in the year. 


(8) Where 2 or more taxpayers not dealing with each 
other at arm’s length resided in the same self-con- 
tained domestic establishment for periods in a taxa- 
tion year, for the purpose of computing the amounts 
deductible under subsection (1) in computing the tax- 
able incomes of those taxpayers for the year, the total 
of all quotients determined for the year under clause 
(1)(b)(@i)(A) in respect of the establishment shall not 
exceed the amount that would be the quotient deter- 
mined under that clause in respect of the establish- 
ment for the year if the establishment had been main- 
tained by only one such taxpayer for the total of 
those periods; | 


(b) for the 1988 to 1994 taxation years, 


(1) that portion of subsec. 110.7(1) preceding para. (a) shall 
be read as follows: 


S. 110.7 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 82, appli- 
cable to 1988 ef seq. except that 


(a) for the 1988 to 1990 taxation years, 


- (i) para..110.7(1)(b) shall be read as follows: 


(b) subject to subsections (4) and (6), the total of all 
amounts each of which is the product obtained by 
multiplying the specified percentage for a particular 
area for the year in which the taxpayer so resided by 
the lesser of 


(i) 20% of the taxpayer’s income for’ the year, 
and 


(11) the total. of 


(A) $450multiplied by the quotient obtained 
when the number of days in the year in- 
cluded in that portion of the qualifying pe- 
riod throughout which the taxpayer main- 
tained and resided in a self-contained 
domestic establishment in the particular area 
(except any day included in computing a de- 
duction claimed under this paragraph by an- 
other person who resided on that day in the 
establishment) is divided by 30, and 


(B) $225 multiplied by the amount, if any, 
by which 
(I) the quotient obtained when the num- 
ber of days in the year included in the 
qualifying period in which the taxpayer 
resided in the particular area is divided 
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110.7 (1) Where, throughout a period (in this section 
referred to as the “qualifying period”) of not less 
than 6 consecutive months beginning or ending in a 
taxation year, a taxpayer who is an individual has re- 
sided in one or more particular areas each of which is 
a prescribed area for the year or for one of the 2 pre- 
ceding taxation years or a prescribed northern zone 
or prescribed intermediate zone for the year, and the 
taxpayer files for the year a claim in prescribed form, 
there may be deducted in computing the taxpayer’s 
taxable income for the year, 


(ii) subsection 110.7(2) shall be read as follows: 


(2) For the purpose of subsection (1), the specified 
percentage for a particular area for a taxation year is 


(a) where the area is a prescribed area for the 
year or a prescribed northern zone for the year, 
100%; 


(b) except as otherwise provided in paragraph 
(a), where the area was a prescribed area for the 
immediately preceding taxation year, 667/3%; 


(c) except as otherwise provided in paragraph (a) 
or (b), where the area is a prescribed intermedi- 
ate zone for the year, 50%; and 

(d) except as otherwise provided in paragraph 
(a), (b) or (c), where the area was a prescribed 
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_ area for the second preceding | taxation year, 
33'h%, 


(ii) paragraph 110.7(4)(b) shall be read as abide oy da 


(b) can reasonably be considered to be attributable to. | 
that portion of the qualifying period that is in, the, 


year and during which the taxpayer maintained a 


self-contained domestic’ establishment as’ the ‘tax+!?~ 


payer’s. principal place of residence in an.area other 
than a prescribed area, prescribed northern zone or 
prescribed intermediate zone for the yea ’ 


S. 110. 7 formerly read: 


110.7. (1) Residing:in prescribed area — In caer the 
taxable income for a taxation year of. an individual who, 
throughout a period of not less than 6 months commencing or 
eriding in the year, resided in an area that ‘was a prescribed 
area for the year or for one:of the 2 preceding taxation years 
and who'files a claim in prescribed form with the individual’s 

return of income for the year pursuant to section 150, there 
may be deducted 


(a) where the area was a prescribed area wie the pears 
100%, 


(b) where the area was not a prescribed area for the year 
but was a prescribed area for the immediately preceding 
taxation year, 7/3, and 


(c) where the area was not a prescribed area tor the year 
or the immediately preceding taxation year but was a pre- 
scribed’ area for the second preceding ‘taxation year, '/s 


of such of the following amounts as are applicable: 


(d) an amount received, or'the value of a benefit received 
or enjoyed, in the year by the individual in respect of the 
individual’s employment in the area by a person with 
whom the individual was dealing at arm’s length in re- 
spect.of travel expenses incurred by the individual, to the 
extent that 


(i) the amount received or the value of the benefit, as 
the case may be, 


(A) does not exceed a prescribed amount, 


(B) is included and is not otherwise deducted in 
computing the individual’s income for the year, 
and 


(C) is not included in determining an amount de- 
ducted under subsection 118.2(1) for the year or 
any other taxation year, and 


(ii) the travel Deniers were incurred in connection 
with 
(A) a trip made in the year for the purpose of 
obtaining medical services }not available: in«the 
locality in which, the individual resided, or 


(B) not more than two trips made in the year for’ * 


a purpose other than to obtain medical services 
not available in the locality in which the individ- 
ual resided; and 
(e) subject to subsection (2), the lesser of 

(i) 20% of the individual’s income for the year, and 

(ii) the total of | | 
(A) $450 multiplied by the quotient obtained 
when the number of days in the year included in 


that portion of the period throughout which the 
individual maintained and resided in a self-con- 


tained domestic establishment (except any day ©: 


included in ‘computing a deduction claimed’ 
under this paragraph by another person, who re- 


sided on that day in the establishment) is divided .... 


S. 111)(a), 


by 30, and. 


(B),$225 multiplied by sai arhounts if any; by 
which 


(I) the quotient ‘obtained ‘when’ the number of 
days in the year included in the period is di- 
vided by 30 


exceeds 


. (ID) the: quotient determined under clause 
» fA). ; 


(2) Restriction — The amount deductible under ‘paragraph 
»°(1)(e) shall not’ exceed the amount by’ ‘which the total deter- 
tined under that paragraph exceeds the value of, or an‘ allow- 
ance in respect of expenses ‘incurred by the individual re- 
ferred to in subsection (1) for, the individual’s board and»; 

lodging 


(a) that. would, but for pi kinase 6(6)(aG, a in- ° 
cluded in computing his income for the year, and 


(b), that can reasonably be considered.to be attributable to 
that portion of the period referred to in subsection (1) 
during which the individual maintained a self-contained _ 
domestic establishment as the individual’s principal place “ 
of residence in an area other than a prescribed area. 


(3) Whole number — For the purposes of subparagraph 
(1)(e)(ii), where a quotient i8 not a-whole number; it shall be 
. rounded to. the nearest whole number or where: it, is equidis-. 

-. tant from two. consecutive whole numbers, it-shall be rounded 
“to the higher: thereof. 


-Pre-RSC History: Cl. 110.7(1)(d)(@)(C) amended by 1988, c. 55, 


s. 82, to substitute “in determining” for “in computing” and “sub- 
section 118.2(1)” for “paragraph 110(1)(c)”, applicable to 1988 et 
seq. ' 


_S..110.7 added by 1986, c. 55,,subsec. 33(1), eet a to 1987 et 


seq. 
Definitions [s. 110.7]: “amount” — 248(1); “arm’s length” 
/251(1); “employment”, “individual”, “nerson”, ““pescribed™ = 


248(1); “qualifying period” — 110.7(1); “self-contained domestic 
establishment” — 248(1); “specified percentage” — 110.7(2); “tax- 
able income” — 2(2), 248(1); “taxation year” — 249. 


Regulations [s. 110.7]: 7303.1 (prescribed northern zone, pre- 


scribed intermediate zone). 


Forms [s. 110.7]: T2222: Calculation of northern residents 
deductions. 


111. (1) Losses deductible — - For the purpose of , 


computing the taxable income of a taxpayer for a 


taxation year, there may be deducted such portion as 


the taxpayer may claim of the taxpayer's 


fa) non-capital losses — non-capital losses 
. for the 7 taxation years immediately preceding 
and the.3 taxation years immediately, following 
the year; 


‘Related Provisions: 88(1.1)— Windup — non- chest losses of 


subsidiary; 88(1.3) — Windup — rules relating to computation of 
income and tax of parent; 111(7.2)-—Non-capital loss of life in- 
surer; 127.52(1)(i)(i) — Limitation on deduction for minimum tax 
purposes, 186(1)(d)G) — Application of non-capital loss to Part IV 
tax. See additional Related provisions at end of subsec. 111(1) and 
Salad 


‘Selected Cases [para. 111(1)(a)]: Duha. Printers v. poem 


[1995] 1 C.T.C. 2481 (TCC) (No sham involved in loss utilization 
scheme); Allcann’ Wood Suppliers Inc. v. Canada, {1994] 2 C.T.C. 
2079 (TCC) (Challenge of Minister’s calculation of taxable income 
can bring other years into play if losses in such years affect. taxable 
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income in year under appeal); The Queen v. Merali, [1988] 1 C.T.C. 
320 (FCA) (Rental losses incurred by non-resident electing to be 
taxed as resident carried forward and deducted from subsequent in- 
come earned as resident); Oceanspan Carriers Ltd. v. The Queen, 
[1987] 1 C.T.C. 210 (FCA) (Losses incurred by corporation before 
becoming resident not deductible); AJM Steel Ltd. v. MNR, [1969] 
C.T.C. 479 (Exch) (Accumulated losses deductible for previously 
inactive subsidiary to which business transferred; subsidiary not di- 
vision of parent); MNR v. Wahn, [1969] C.T.C. 61 (SCC) (Partner- 
ship losses must be deducted from other income sources before 
carry back provisions available). 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents; IT-484R2: Business investment 
losses. See also list. at end of s. 111. 

Information Circulars: 88-2, para. 8: General anti-avoidance 
rule — section 245 of the Income Tax Act. 

I.T. Technical News: No. 3 (loss utilization within a corporate 
group). 

Advance Tax Rulings: ATR-44: Utilization of deductions and 
credits within a related corporate group. 


Forms: T3A: Request for loss carry-back by a trust. 


(b) net capital losses — net capital losses for 

taxation years preceding and the three taxation 

years immediately following the year; 
Related Provisions: 88(1.2) — Wind-up — net capital losses of 
subsidiary; 88(1.3) — Wind-up — rules relating to computation of 
income and tax of parent; 104(21)(a) — Trusts — portion of taxable 
capital gains deemed gain of beneficiary; 110.6(1) — “annual gains 
limit”; 111(1.1) — Net capital losses; 111(2) — Net capital losses 
where taxpayer dies; 126(2.1) — Foreign tax credit — Amount de- 
termined for purpose of paragraph (2)(b); 127.52(1)(i)(i) — Limita- 
tion on deduction for minimum tax purposes; 129(3) — Refundable 
dividend tax on hand. See additional Related provisions and Defini- 
tions at end of subsec. 111(1) and s. 111. 


Selected Cases [para. 111(1)(b)]: Placements Bourget Inc. v. 
The Queen, [1988] 2 C.T.C. 8 (FCTD) (Capital losses not deducti- 
ble from income from disposition of shares held by trader). 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
243R4: Dividend refund to private corporations; IT-395R: Foreign 
tax credit — foreign-source capital gains and losses; IT-484R2: 
Business investment losses. See also list at end of s. 111. 


Forms: T3A: Request for loss carry-back by a trust; T2088: Capi- 
tal dispositions supplementary schedules — net listed-personal- 
property losses — unapplied; net capital losses — unapplied. 
(c) restricted farm losses — restricted farm 
losses for the 10 taxation years immediately pre- 
ceding and the 3 taxation years immediately fol- 
lowing the year, but no amount is deductible for 
the year in respect of restricted farm losses except 
to the extent of the taxpayer’s incomes for the 
year from all farming businesses carried on by 
the taxpayer; 
Related Provisions: 31 — Loss from farming where chief source 
of income not from farming; 53(1)(i) — Addition to adjusted cost 
base of farmland; 88(1.3) — Winding-up — computation of income 
and tax payable by parent; 101 — Loss carryforward claimed on 
disposition of farmland by partnership; 127.52(1)(i)(i) — Limitation 


on deduction for minimum tax purposes. See additional Related 
provisions at end of subsec. 111(1) and s. 111. 


Interpretation Bulletins: See list at end of s. 111. 
Forms: T3A: Request for loss carry-back by a trust. 


(d) farm losses — farm losses for the 10 taxa- 
tion years immediately preceding and the 3 taxa- 
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tion years immediately following the year; and 


Related Provisions: 53(1)(i) — Addition to adjusted cost base of 
farmland; 101 — Claim of loss after disposition of farmland by 
partnership; 127.52(1)(i)(i) — Limitation on deduction for mini- 
mum tax purposes. 


Forms: T3A: Request for loss carry-back by a trust. 


(e) limited partnership losses — limited 
partnership losses in respect of a partnership for 
taxation years preceding the year, but no amount 
is deductible for the year in respect of a limited 
partnership loss except to the extent of the 
amount by which 


(i) the taxpayer’s at-risk amount in respect of 
the partnership (within the meaning assigned 
by subsection 96(2.2)) at the end of the last 
fiscal period of the partnership ending in the 
taxation year 


exceeds 
(ii) the total of all amounts each of which is 


(A) the amount required by subsection 
127(8) in respect of the partnership to be 
added in computing the investment tax 
credit of the taxpayer for the taxation year, 


(B) the taxpayer’s share of any losses of 
the partnership for that fiscal period from a 
business or property, or 


(C) the taxpayer’s share of 


(I) the foreign exploration and develop- 
ment expenses, if any, incurred by the 
partnership in that fiscal period, 


(II) the Canadian exploration expense, 
if any, incurred by the partnership in 
that fiscal period, 


(III) the Canadian development ex- 
pense, if any, incurred by the partner- 
ship in that fiscal period, and 


(IV) the Canadian oil and gas property 
expense, if any, incurred by the partner- 
ship in that fiscal period. 


Related Provisions: 88(1.1) — Wind-up — non-capital losses of 
subsidiary; 96(2.1) — Determination of limited partnership losses; 
96(2.4) — Limited partner — extended definition; 
127.52(1)()(i) — Limitation on deduction for minimum tax pur- 
poses, See additional Related provisions at end of subsec. 111(1) 
and s. 111. 


Related Provisions [subsec. 111(1)]: 111(3) — Limitations on 
deductibility; 111(4), (5) — Limitations where change of control; 
111(9) — Where taxpayer not resident in Canada; 152(6)(c) — 
Revenue Canada required to reassess earlier year to allow car- 
ryback; 164(5), (5.1) — Effect of carryback of loss; 164(6) — Car- 
tyback of losses of estate to deceased’s year of death; 256(7) — 
Where control deemed not to have been acquired; 256(8) — Where 
share deemed to have been acquired. See additional Related provi- 
sions and Definitions at end of s. 111. For other carryovers, see 
under “‘carryforward” in Topical Index. 


Pre-RSC History: Para. 111(1)(b) substituted by 1988, c. 55, 
subsec. 83(1), applicable with respect to computations of taxable in- 
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comes for 1985 et seg. Para. 111(1)(b) formerly read: 


(b) net capital losses — his net capital losses for taxation 
years preceding and the three taxation years immediately fol- 
lowing the year, but no amount is deductible for the year in 
respect of net ata lossés Gay to the extent of the aggre- 
gate of 
(i) the amount, if any, determined under paragraph 3(b) 
in respect of the taxpayer for the year, and ' 


(ii) where the taxpayer is an individual, the lesser of 
(A) $2,000, and 
(B) his pre-1986 capital loss balance for the year; 


‘Para. 111(1)(e) added by 1986, c. 55, subsec. 34(1), applicable after 
February 25, 1986. é 


Para. 111(1)(b) substituted by, 1986,.c. 6, ce a 59(1), applicable 
for the purposes of computing taxable income for 1985 et.seq. and 
for the purposes of determining the deductibility of losses for 1985 
et seq. in computing taxable income for the 1984 and preceding tax- 
ation years, except that for the 1985 taxation year, para. 111(1)(b) 
shall read as follows: 


(b) his net capital losses for taxation years preceding and the 
three taxation years immediately following the year,-but no 
amount is deductible for the ‘year in°tespect of net capital 
losses except to the extent of the aggregate of 


(i) the amount, if.any, determined ‘under paragraph 3(6) 
in respect of the taxpayer for the year, and 


(ii) where the taxpayer is ‘an individual, the amount, if 
any, by which'the lesser of ‘ 


(A) $2,000, and 
(B) his: pre-1986 capital loss’ balance for the year, 


exceeds the lesser of the-amounts determined in respect of 
him for the year under subparagraphs 3(e)(i) and a 


Para. 111(1)(b) formerly read: 


(b) net capital losses — his net capital losses for taxation 
years preceding and the 3 taxation years immediately follow- 
ing the year, but no amount is deductible for the year in re- 
spect of net capital losses except to the extent of the aggre- 
gate of the amount, if any, determined under paragraph 3(b) 
in respect of the taxpayer for the year and, where the taxpayer 
is an individual, the amount, if any, by. which $2,000.exceeds 
the amount determined in respect of him for the year under 
subparagraph 3(e)(i); ‘ 

Subsec. 111(1) substituted by 1984, c. 1, subsec.'54(1), applicable 

with respect to 


(a) the computation of taxable income for 1983 ef seq., except 
that 


(i) farm losses shall be determined only for 1983 et seq., 
and 

(ii) in the application of paragraphs 111(1)(a) and (c) to 
non-capital losses and restricted farm losses determined for 
1982 and preceding taxation years, the references therein to 
“7 taxation years” and “10 taxation years” shall be read as 
references to “‘S taxation years”; and 


(b) a taxpayer’s non-capital losses, restricted farm losses and 
farm losses determined for 1983 et. seg. and his net capital 
losses for 1984 et seg. except that 
(i) in the application of paragraphs 111(1)(a), (c) and (d) to 
non-capital losses, restricted farm losses and farm losses 
determined for 1983, the referencés therein to “3 taxation 
years” shall be read as references to “2 taxation years” 
where, in 1983,:the taxpayer is not 


(A) an individual (other than a trust), or 


(B) a corporation that is entitled to deduct an amount 
under section 125 in.computing its tax payable for that 


S. 111()) 


‘year or that would be so entitled if it had. sufficient in- 
come for the year from carrying on an active business 
in Canada and the carry-back period for such losses 
were the 3 years preceding 1983, and 


(ii) in the application of paragraph 111(1)(b) to net Jerin 
losses determined for 1984 the reference therein to “3 taxa- 
tion years shall be read as a reference to “2 taxation 
_ years”. 


Subse! 111(1) formerly read: 


111. (1) Losses deductible —:For the purpose of computing 
the taxable income of a taxpayer for:a taxation year, there 
may be deducted from the income for the year such of the 
following amounts as are applicable: 


(a) non-capital losses — non-capital losses for the 5 
taxation years immediately preceding and the taxation 
year immediately following the taxation -year, but no 
amount is deductible in respect of non-capital losses from 
the income of any. year except to the extent of the tax- 
payer’s income for the year minus any amount deductible 
under subsection 138(6) and all deductions permitted by 
the provisions of this Division other than this paragraph, 
paragraph (b) or section 109,’ ft 


(b):net capital losses —‘net capital losses for taxation 
» years preceding and the taxation year immediately fol- 
_. lowing the taxation year, but no amount is deductible in 
respect of net capital losses from the income of any year 
except to the extent of the lesser of 


~ (i) the amount, if any, by which the taxpayer’s in- 

~ come for the year exceeds the aggregate of all 
amounts each of which is'a deduction permitted by 
subsection 138(6) or by the provisions of this Diyi- 
sion, other than this paragraph or section 109, and 


(ii) the aggregate of the amount, if.any, determined 
under paragraph 3(b) in respect of the taxpayer for 
the year'and, where the taxpayer is an individual, the 
amount, if any, by, which)$2,000-exceeds the amount 
determined in respect of him for the year under sub- 
paragraph 3(e)(i); and 


(c) restricted farm losses — restricted farm losses of 
the taxpayer for the 5 taxation years immediately preced- 
ing and the taxation year immediately following the taxa- 
tion year, but no amount is deductible in respect of a re- 
stricted farm loss from the income for any year except to 
the extent: of the lesser of 


i) the taxpayer’s income for the year minus all de- 
ductions permitted by the provisions of this Division 
other than this subsection or section 109, and 


(ii) his incomes for the year from all farming busi- 
nesses carried on by him. 


Subpara. 111(1)(b)(i) substituted by 1980-81-82- 83, c. 48, s. 60, ap- 
plicable to 1972 et seq. 


Para. 111(1)(a), subpara. 111(1)(b)(ii) substituted by 1977-78, c. 1, 
subsecs. 54(1), (2), applicable, as to para. 111(1)(a), to 1972 et seq. 
and; as to subpara: sa to 1977 et seq., to substitute 
“$2,000” for “$1,000”. 


Interpretation Bulletins [subsec. 111(1)]: IT-151R4: Scien- 
tific research and experimental development expenditures; IT- 
262R2: Losses of non-residents and part-year residents; IT-302R3: 
Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987. See also list at end of s. 111. 


Forms [subsec. 111(1)]: T1A: Request for loss carryback; T2A: 
Request for corporation loss carryback; T3A: Request for loss 
carry-back by a trust. 
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(1.1) Net capital losses — Notwithstanding para- 
graph (1)(b), the amount that may be deducted under 
that paragraph in computing a taxpayer’s taxable in- 
come for a particular taxation year is the total of 


(a) the lesser of 


(i) the amount, if any, determined under para- 
graph 3(b) in respect of the taxpayer for the 
particular year, and 


(it) the total of all amounts each of which is an 
amount determined by the formula 


B 
A Mo 
C 


where 


A is the amount claimed rice? paragraph 
(1)(b) for the particular year by the tax- 
payer in respect of a net capital loss for a 
taxation. year (in this paragraph referred to 
as the “loss year’’), 


B is the fraction that would be used for the 
particular year under section 38 in respect 
of the taxpayer if the taxpayer had’a capital 
loss for the particular year, and 


C is the fraction required to be used under 
section 38 in respect of the taxpayer for the 
loss year; and 

(b) where the taxpayer is an individual, the least 
of 


(i) $2,000, | 
(ii) the taxpayer’s pre-1986 capital loss bal- 
ance for the particular year, and 
(ili) the amount, if any, by which 
(A) the amount claimed under paragraph 


(1)(b) in respect of the taxpayer’s net capi- 
tal losses for: the particular year: 


exceeds 


(B) the total of the amounts in respect of 
the taxpayer’s net capital losses that, using 
the formula in subparagraph (a)(ii), would 
be required to be claimed under paragraph 
((1)(b) for the particular year to produce the 
amount determined under paragraph (a) for 
the: particular year. 


Related Provisions: 111(2) — Year of death. See additional Re- 
lated provisions and Definitions at,end of s. 111. 


History: Subsec. 111(1-1) substituted by 1994, c. 7, Sch. II (4991: 
c.'49), subsec..83(1), applicable to the computation of taxable in- 
come for 1985 et seg. Subsec. 111(1.1) formerly read: 


(1.1) Net capital: losses — Notwithstanding paragraph 
(1)(b), where a taxpayer has claimed an amount under that 
paragraph for a particular taxation year in respect of the tax- 
payer's net capital losses, the amount that may be deducted 
under that paragraph in respect of those losses for that year is 
the lesser of 


(a) the total of 


(i) the amount, if any, determined under paragraph 
3(b) in respect of the taxpayer for the particular year, 
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and 

(ii) where the taxpayer is an individual, the lesser of 
(A) $2,000, and 
(B) the taxpayer’s pre-1986 capital loss balance 
for the particular year; and 


(b) the total of all amounts each of which is an amount 
determined by the formula 


B 
Ax = 
(e 


where 


A is the amount of a net capital loss for a taxation year 
(in this paragraph referred to as a “loss year”) 
claimed under paragraph (1)(b), 


Bis the fraction that would be used for the particular 
year under section 38 in respect of the taxpayer if the 
taxpayer had a capital loss for that year, and 


C is the fraction required to be used under section 38 in 
respect of the taxpayer for the loss year. 


Pre-RSC History: Subsec. 111(1.1) added by 1988, c. 55, subsec. 
83(2), applicable with-respect to computations of taxable incomes 
for 1985 et seg. 


Interpretation Bulletins: IT-262R2: Losses of non-residents and 
part-year residents. See also list at end of s. 111. 


Forms: T2088: Capital dispositions. supplementary . schedules — 
net listed-personal-property losses —unapplied; net capital 
losses — unapplied. 


(2) Year of death — Where a taxpayer dies in a 
taxation year, for the purpose of computing the tax- 
payer’s taxable income for that year and the immedi- 
ately preceding taxation year, the following rules ap- 
ply: 

(a) paragraph (1)(b) shall be read as follows: 


“(b) the taxpayer’s net capital losses for all 
taxation years not claimed for the purpose of 
computing the taxpayer’s taxable income for 
any other taxation year;”; and 


(b) paragraph (1.1)(b) shall be read as follows: 
“(b) the amount, if any, by which 


(i) the amount claimed under paragraph 
(1)(b) in respect of the taxpayer’s net 
capital losses for the particular year 


exceeds the total of 


(ii), all.amounts in respect of. the tax- 
payer’s net capital losses that, using the 
formula in subparagraph (a)(ii), would be 
required to be claimed under paragraph 
(1)(b) for the particular year to produce 
the amount determined under paragraph 
(a) for the particular year, and 


(iii) all amounts each of which is an 
amount deducted under section 110.6 in 
computing the taxpayer’s taxable income 
for a taxation year, except to the extent 
that, where the particular year is the year 
in which the taxpayer died, the amount, 
if any, by which the amount determined 
under subparagraph (i) in respect of the 
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“ taxpayer for the immediately preceding 
taxation year exceeds the ‘amount so’ de- 
termined under subparagraph (ii).” 


History: Subsec. 111(2) substituted by 1994, c..7, Sch. II (1991, c: 
49), subsec. 83(1), applicable. to the computation of taxable income 
for 1985 et seg. Subsec. 111(2) formerly read: 


(2) Year of death — Where. a taxpayer dies in a taxation 
year, for the purposes of computing the taxpayer’s taxable in- 
come for that year and the immediately preceding taxation 
year, subsection (1.1) shall be read as follows: 


“(1.1) Notwithstanding paragraph (1)(b), where’ a tax- 
payer has claimed an amount under that paragraph for’ 
a particular year in respect of the taxpayer’s net capital 

losses, the amount that may be deducted under that par-” 
agraph in respect of those lossés (to the extent they are 

not deducted in computing the taxpayer’s income for 

any other taxation year) for that!year is the total of 


(a) an amount not exceeding the amount, if any, © 
determined under paragraph 3(b) in respect of the 
taxpayer for the particular year, equal to the total 
of all amounts each of which is‘an amount bisa 
mined by the formula 


BxXA= 
rec 


where 


A is the net capital losses for a taxation year (in 
this paragraph feferred to as a “loss year”) 
claimed. under paragraph (1)(b), 


B © is the fraction that would be used for the par- 
ticular year under section 38 in respect of the 
taxpayer if the taxpayer had a capital loss for 
that, year, and fel 


C. is the fraction required to be iibed under sec- 
tion 38 in respect of the. taxpayer for the loss 
year; and 


(b) the amount, if any, by which 


(i) the amount ‘of the taxpayer’s net capital 
losses claimed under paragraph oe for the 
particular year 


exceeds the total of 


(ii) the amount’ of the taxpayer’s net capital 
losses claimed ‘under paragraph (1)(b) that was 
determined under paragraph (a) for the partic- ; 
ular year, and ' 


ii) the total of all’ amounts each of which is 
an amount deducted by the taxpayer under'sec- 
tion 110.6.in computing the. faxpayer. S faxable 
income for a taxation year.’ 


Pre-RSC History: Subsec. 111(2)_ substituted by 1988, c "55, 
subsec. 83(3), applicable with respect to computations of taxable in- 
comes for 1985 ef ‘seq. Subsec. 111(2) formerly read: 


(2) Net capital losses — Where a taxpayer dies in a taxation 
»year, for the ‘purposes of computing his taxable income for 
that year and the immediately preceding taxation year, para- 
graph (1)(b) shall be: read as follows: 


“(b) his net capital losses for all taxation years not de- 
ducted by him in computing his taxable income for any 
other taxation year to the extent of the aggregate of 


(i) the amount, if any, determined under paragraph 
~ 3(b) in respect of the taxpayer for the ‘year, and 


(ii) the amount, if any, by which the ageregate of 
such net capital losses exceeds the aggregate of the 


S. 111(2) 


amount, if any, determined under subparagraph (i) in 
respect of the taxpayer for the year and the aggregate 
of all amounts each of which is an amount deducted 
by the taxpayer under section 110.6 in computing his 
taxable income for a taxation -year;” - 


Subsec. 111(2). substituted by 1986, c. 6, subsec. 59(2), applicable 


to 1985 et seq. except that subsec. 111(2) reads as follows for the 
1985 taxation year: 


| (2) Where a taxpayer dies in the 1985 taxation year 


(a) for the purpose of computing his taxable income for 

© the 1985 taxation year’and the 1984 taxation year, para- 

graph (1)(b) ‘shall be read as “his net capital losses for 

taxation years preceding and the taxation year immedi- 
ately following the year”; 


(b) for the: purposeof determining his net capital loss for 
the 1985 taxation year, clause (8)(a)G)(B), as it is re- 
quired to be read in its application to that year, shall be 
reall without reference to 


(i) the words “the least of’, and 
Gi) subclauses (I) and (II) thereof; 
~ and | a 
(c) for the purpose of determining his net capital loss for 
the 1984 taxation year, subparagraph (8)(a)(ii), as it read 
in 1984, shall’ be read without reference to - 
~~ @) the words “the lesser of”, and 
(ii) clause (A) thereof. 
Subsec. 111(2) formerly read: 


(2) Net capital losses — Where a taxpayer has died in a tax- 
ation year, . 


ue (a). for the purpose of computing his taxable income for 
~ that year and the immediately preceding year, paragraph 
(1)(b) shall be read as “his net capital losses for taxation 
years: preceding and :the taxation year immediately fol- 

: lowing the year;”, and 
(b) for the purpose of determining his net capital loss for 
that year and the immediately preceding taxation year, 
subparagraph (8)(a)(ii) shall be read without reference to 


(i) the words “the lesser of”, and 
(ii) clause (A) thereof. 
Subsec. 111(2) substituted by 1984, c. 1, subsec. 54(2), applicable 


with respect to deaths occurring after 1983. Subsec. 111(2) formerly 
read: 


(2) Net capital jossbs: — Where a taxpayer has died in a tax- 
ation year, .:, 


(a) for the purpose of computing his ‘ouaiile income for 
that year and the immediately preceding taxation year, 
paragraph (1)(b) shall be read without reference to 
(i) the words “the lesser of’, and 
(ii) subparagraph (ii) thereof; and 
(b) for the purpose of computing his net capital loss for 
that year and the immediately preceding taxation year, 
subparagraph (8)(a)(ii) shall be read without reference to 
(i) the words “the lesser of’, and 
(ii) clause (A) thereof. 
Subsec. 111(2) substituted by 1977-78, c. 1, subsec. 54(3), applica- 
ble with respect to deaths occurring after March 31, 977. Subsec. 
111(2) formerly read: 
(2) Net capital loss in year of death — Where a taxpayer 
has died in a taxation year, in applying paragraph (1)(b) for 


the purpose of computing his taxable income for that year and 
the immediately preceding taxation year, that paragraph shall 
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be read without reference to 
(a) the words “the lesser of’, and’ 
(b) subparagraph (ii) thereof. 
Interpretation Bulletins: See list at end of s. 111. 


(3). Limitation on deductibility — For the pur- 
poses of subsection (1), 


(a) an amount in respect of a non-capital loss, re- 
stricted farm loss, farm loss or limited partnership 
loss, as the case may be, for a taxation year is 
deductible, and an amount in respect ofa net cap- 
ital loss for a taxation year may be claimed, in 
computing the taxable income of a taxpayer for a 
particular taxation year only: to the extent that it 
exceeds the total of 


(i) amounts deducted under this section in re- 
spect of that non-capital loss, restricted farm 
loss, farm loss or limited partnership loss in 
computing taxable income for taxation years 
preceding the particular taxation year, 


(i.1) the amount that was claimed under para- 
graph (1)(b) in respect of that net capital loss 
for taxation years preceding the particular tax- 
ation year, and 


(ii) amounts claimed in respect of that loss 
under paragraph 186(1)(c) for the year in 
which the loss was incurred or under para- 
graph 186(1)(d) for the particular taxation 
year and taxation years preceding the particu- 
lar taxation year, and 


(b) no amount is deductible in respect of a non- 
capital loss, net capital loss, restricted farm loss, 
farm loss or limited partnership loss, as the case 
may be, for a taxation year until 


(i) in the case of a non-capital loss, the de- 
ductible non-capital losses, 


(ii) in the case of a net capital loss, the deduct- 
ible net capital losses, 


(iii) in the case of a restricted farm loss, the 
deductible restricted farm losses, ; 


(iv) in the case of a farm loss, the deductible 
farm losses, and 


(v),in the case of a limited partnership loss, 
the deductible limited partnership losses, 


for preceding taxation years have been deducted. 


Related Provisions: 87(2.1)(b) — Determining loss after amal- 
gamation; 88(1.1) — Non-capital losses of subsidiary; 88(1.2) — 
Net capital losses of subsidiary; 88(1.3) — Winding-up — compu- 
tation of income and tax payable by parent; 149(10)(c) (draft), (d) 
(to be repealed) — Restriction on carry-forward of losses on change 
of corporate tax status. See additional Related provisions and Defi- 
nitions at.end of s. 111. 
History: That portion of para. 111(3)(a) preceding subpara. (i) sub- 
stituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 83(2), applicable 
to the computation of taxable income for 1985 et seg. That portion 
formerly read: 

(a) an amount in respect of a non-capital loss, net capital loss, 

restricted farm loss, farm loss or limited partnership loss, as 
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the case may be, for a taxation year is deductible by a tax- 
payer in computing taxable income for a particular taxation 
year only to the extent that it exceeds the total of 
Pre-RSC History: Subpara. 111(3)(a)(i) substituted and (i.1) ad- 
ded, by 1988, c. 55, subsec. 83(4), applicable with respect to com- — 
putations of taxable incomes for 1985 et seg. Subpara. 111(3)(a\a) 
formerly read: 
(i) amounts deducted under this section in respect of that loss 
in computing taxable income for taxation years preceding the 
particular taxation year; and 
All that portion of para. 111(3)(a) preceding subpara. (i) and all that 
portion of para. 111(3)(b) preceding subpara. (i) amended to substi- 
tute “restricted farm loss, farm loss or limited partnership loss” for 
“restricted farm loss or farm loss” and to substitute “‘a taxation year” 
for “any year”, and subpara. 111(3)(b)(v) added, by 1986, c. 55, 
subsecs. 34(2), (3), (4), applicable after February 25, 1986. 
Subsec. 111(3) substituted by 1984; c. 1, subsec. 54(2), applicable 
with respect to the computation of taxable income for 1983 et seq. 
and with respect to losses determined for 1983 et seq. Subsec. 
111(3) formerly read: 
(3) Limitation on deductibility — For the purposes of sub- 
section (1), 
(a) an amount in respect of a non-capital loss, net capital 
loss or restricted farm loss, as the case may be, for a taxa- 
tion year is only deductible to the extent that it exceeds 
the aggregate of 
(i) amounts. previously deductible in respect of that 
loss under this section, and 
(ii) amounts previously subtracted in respect of that 
loss under paragraph 186(1)(c) or (d) in determining 
amounts on which tax under Part IV has become 
payable; and 


(b) no amount is deductible in respect of a nen-capital 
loss, net capital loss or restricted farm loss, as the case 
may be, for any year until 


(i) in the case of a non-capital loss, the deductible 
non-capital losses, 


(ii) in the case of a net capital loss, the deductible net 
capital losses, and 


(iii) in the case of a restricted farm loss, the deducti- 
ble restricted farm losses, 


for previous. years have been. deducted. 


Interpretation Bulletins: IT-262R2: Losses of non-residents and 
part-year residents; IT-302R3: Losses of a corporation — the effect 
that acquisitions of control, amalgamations, and windings-up have 
on their deductibility — after January 15, 1987. See also list at end 
of s. 111. 


(4) Acquisition of control — Notwithstanding 
subsection (1), where, at any time (in this subsection 
referred to as “that time’’), control of a corporation 
has been acquired by a person or group of persons 


(a) no amount in respect of a net capital loss for a 
taxation year ending before that time is deducti- 
ble in computing the corporation’s taxable in- 
come for a taxation year ending after that time, 
‘and 


(b) no amount in respect of a net capital loss for a 
taxation year ending after that time is deductible 
in computing the corporation’s taxable income 
for a taxation year ending before that time, 


and where, at that time, the corporation neither be- 
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came nor ceased to be exempt from tax under this 
Part on its taxable income, 3h f ’ 


(c) in computing the adjusted cost base to the cor- 

poration at’ and after that time of each capital 
property, other than a depreciable property, 

owned by the corporation immediately before 
that time, there shall be deducted the amount, if 
any, by which the adjusted cost base to the corpo- 
ration of the property immediately ‘before that 
‘time exceeds. its. fair market value immediately 
before that time, 


(d) each amount required by paragraph (c) to be 
deducted in computing the adjusted cost base to 
the corporation of a property shall be deemed to 
be a capital loss of the corporation for the taxa- 
tion year that ended immediately before that time 
from the disposition of the property, 


(e) each capital property owned by the corpora- 
tion immediately before that time (other than a 
property in respect of which an amount would, 
but for this paragraph, be required by ‘paragraph 
‘(c) to be deducted in computing its adjusted:cost 
base to the corporation ora depreciable property 
of a prescribed class to which, but for this para- 
graph, subsection (5:1) would apply) as:is desig- 
nated by the corporation in its return of income 
under this Part for the taxation year that ended 
immediately before that time or in a prescribed 
form filed with the Minister on or before the day 
that is 90 days after the day on which a notice of 
assessment of tax payable for the year or notifica- 
tion that no. tax is payable for the year is mailed 
to the corporation, shall be deemed to have been 
disposed of by the corporation immediately 
before the time that is immediately before that 
time for proceeds of disposition equal to the 
lesser of | ih 

(i) the fair market value of the property imme- 

diately before that time, and 

- (ii) the greater of the adjusted cost base'to the 

corporation of the property immediately 

before the disposition and such amount as is 

designated by the corporation in respect of the 

property, 
and shall be deemed to have been reacquired by it 
at that time at a cost equal to the proceeds of dis- 
position thereof, except that, where the property 
is depreciable property of the corporation ‘the 


capital cost of which to the corporation immedi- 


ately before the disposition time exceeds those 
proceeds. of disposition, for the purposes of sec- 
tions 13 and 20 and.any regulations made for the 
purpose of paragraph 20(1)(a), 


(iii) the capital cost of the property to the cor- 


poration at that time shall be deemed to be the 


amount that was its capital cost immediately 


before the disposition, and 
(iv) the excess shall be deemed to have been 


S.111(4) 


allowed to the corporation ‘in respect of ‘the 
property under regulations made for the pur- 
pose of paragraph 20(1)(a) in’ computing its 
income for taxation years ending before that 
time, and 


(f) each amount that by virtue of paragraph (d) or 
(e) is a capital loss or gain’ of ‘the corporation 
from a disposition of a property for the taxation 
year that ended immediately before that time 
shall, for the purposes ‘of the definition “capital 
dividend account” in subsection 89(1), be 
deemed to be a capital loss or gain, as the case 
may be, of the corporation from the disposition of 
the property immediately ‘before*the' time that a 
capital property of the corporation in respect of 
which paragraph (e) would be applicable would 
be deemed by that paragraph to have been dis- 
posed of by the corporation. | 
Related.-Provisions: 13(7)(f) — Rules applicable, to, depreciable 
property; 53(2)(b.2) — Reduction in adjusted, cost base; 53(4) — 
Effect.on adjusted cost base. of,share,, partnership interest or, trust 
interest; 87(2.1)(b) Determining loss. after amalgamation, 


/249(4) — Deemed year end where.change,of control.occurs; 


256(7)-(9). — Whether. control, acquired., See. additional Related 
provisions and Definitions, at end. of s. 11.1. See also, under “Control 
of corporation; change of” in Topical Index. _ 


History: Para. 111(4)(e) substituted by 1994, ¢. 73. Scholl (1991, c. 
49), subsec. 83(3), applicable to acquisitions of control occurring 


after July 13, 1990, other than acquisitions of control where the per- 


sons acquiring control were obliged on that day to acquire control 
pursuant ‘to the terms of agreements in writing entered into on or 
before that day. Para. 111(4)(e) formerly read: 


(e) each.capital property: owned, by the corporation immedi- 

ately, before that time, other..than. a, property,,in respect of 

which an amount would, but for this paragraph, be required 

by paragraph (c) to be deducted in computing its adjusted 

cost base to the corporation, as is designated by the corpora- 

tion in its return of income under this Part for the taxation 

year that ended immediately before that time or in a pre- ; 
scribed form filed with the Minister on or before the day that 

is 90 days after the day on which a notice:of assessment of 

tax payable for the year or notification that)no' tax is payable 

for the year is mailed to, the corporation, shall be, deemed to, 
have been disposed of by the corporation immediately before 

the time that is immediately before that time for-proceéds of 

disposition equal. to, the greater of 


(i) the adjusted’ cost base to the corporation of the prop- 
erty immediately before that time, and ; 


(ii) the lesser of the fair market value of the property im- ¢ 
mediately before that’ time and such amount as is desig- 
nated by the corporation in respect of the property 


and shall be deemed to-have been reacquired by it at that time 
“at a cost equal'to the proceeds’ of disposition thereof, and 


-Pre-RSC History: Subsec. 111(4) substituted by 1987, c. 46, 


subsec. 40(1); applicable with respect to:acquisitions of control oc- 
curring after January, 15, 1987. other than acquisitions of controljoc- 
curring before 1988, where: the, persons acquiring the control. were 
obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered into on or before that date. See “Inter- 
pretation” below. Subsec. 111(4) formerly read: 


(4) Application of subsec. (1) where change in control — 
Subsection (1) does not apply to permit a corporation to de- 
duct, for the purpose of computing its taxable income for a 
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taxation year, any amount in respect of 


(a) its net capital loss for a preceding year if, before the 
end of the year, control of the corporation has been ac- 
quired by a person or persons who did not, at the end of 
that preceding year, control the corporation; or 
(b) its net capital loss for a subsequent year if, before the 
beginning of that subsequent year, control of the corpora- 
tion has been acquired by a person or persons who did 
not, at the beginning of the taxation year, control the 
corporation. 
Subsec. 111(4) substituted. by 1984, c. 1, subsec, 54(2), applicable 
with respect to acquisitions of control in 1982 et seq., except that in 
its application to acquisitions of control occurring 
(a) before April 20, 1983, or of 
(b) after April. 19, 1983 but before April 20,1984, where the 
arrangements therefor were substantially advanced and evi- 
denced in writing on or before April 19, 1983, 
the reference in paragraph 111(4)(b) to “a subsequent year” shall be 
read as a reference to “a subsequent year (other than the year imme- 
diately following the taxation year)”. Subsec. 111(4) formerly read: 
(4) Application of subsec. (1) where change in control — 
Subsection (1) does not apply to permit a corporation to de- 
duct, for the purpose of computing its taxable income for a 
taxation year, any amount in respect of its net capital loss for 
a preceding year if, before the end of the year, control of the 
corporation has been acquired by a person or persons who did 
not, at the end of that preceding year, control the corporation. 
Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 
Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 111. 


1.T. Technical News: No. 7 (control by a group — 50/50 arrange- 
ment); No. 9 (loss consolidation within a corporate group). 


Forms: T2S(6): Summary of dispositions of capital property. 


(5S) Idem — Where, at any time, control of a corpo- 
ration has been acquired by a person or group of per- 
sons, no amount in respect of its non-capital loss or 
farm loss for a taxation year ending before that time 
is deductible. by the corporation for a taxation year 
ending after that time and no amount in respect of its 
non-capital loss or farm loss for a taxation year end- 
ing after that time is deductible by the corporation 
for a taxation year ending before that time except 
that 


(a) such portion of the corporation’s non-capital 
loss or farm loss, as the case may be, for a taxa- 
tion year ending before that time as may reasona- 
bly be regarded as its loss from carrying on a bus- 
iness and, where a business was carried on by the 
corporation in that year, such portion of the non- 
capital loss as may reasonably be regarded as be- 
ing in respect of an amount deductible under par- 


Income Tax.Act, Part I 


agraph 110(1)(k) in computing its taxable i income. 
for the year is deductible by the corporation for a 
particular taxation year ending after that time 


(1) only if that business was carried on by the 
corporation for profit or with a reasonable ex- 
pectation of profit throughout the Darina 
year, and 


(ii) only to the extent of the total of the corpo- 


ration’s income for the particular year from | 


that business and, where properties were’ sold, 


leased, rented or developed or services fen- | 


dered in the course of carrying on that busi- 
ness before that time, from any other business 
substantially all the income of which was de- 
rived from the sale, leasing, rental or deyelop- 


ment, as the case may be, of similar properties — 


or the rendering of similar services; and 


(b) such portion of the corporation’s non-capital 
loss or farm loss, as the case may be, for a taxa- 
tion year ending after that time as may reasonably 
be regarded as its loss from carrying on a busi- 
ness and, where a business was carried on by the 
corporation in that year, such portion of the non- 
capital loss as may reasonably be regarded as be- 
ing in respect of an amount deductible under par- 
agraph 110(1)(k) in computing its taxable income 
for the year is deductible by the corporation for a 
particular year ending before that time 


(i) only if throughout the taxation year and in 
the particular year that business was carried 
on by the corporation for profit or with a rea- 
sonable expectation of profit, and 


(ii) only to the extent of the corporation’s in- 
come for the particular year from that busi- 
ness and, where properties were sold, leased, 
rented or developed or services rendered. in 
the course of carrying on that business before 
that time, from any other business substan- 
tially all the income of which was derived 
from the sale, leasing, rental or development, 
as the case may be, of similar properties or the 
rendering of similar services. 


Related Provisions: 87(2.1)(b) — Determining loss after amal- 
gamation; 111(4) — Application of subsec. (1) where change in 
control; 249(4) — Deemed year end when change of control occurs; 
256(7)—(9) — Whether control acquired. See additional Related 
provisions and Definitions at end of s. 111. 


Pre-RSC History: That portion of para. 111(5)(a) and that partion 
of para. 111(5)(b) preceding subpara. (i) of each amended by 1988, 
c. 55, subsecs. 83(5), (6), to add, in each, “and, where a business 
was carried on by the corporation in that year, such portion of the 
non-capital loss as may reasonably be regarded as being in respect 
of an amount deductible under paragraph 110(1)(k) in computing its 
taxable income for the year”, applicable with respect to non-capital 
losses and farm losses for 1988 et seg. 


All that portion of subsec. 111(5) preceding para. (a) and subparas. 
111(5)(a)(i), (ii) substituted, and all that portion of para. 111(5)(b) 
preceding subpara. (i) amended to substitute “year ending after” for 

“year commencing after” and “year ending before” for “year com- 
mencing before”, by 1987, c. 46, subsecs. 40(2)-(4), applicable with 
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respect to acquisitions of control occurring: after January 15, 1987 
other than acquisitions of control occurring before 1988, where the 
persons acquiring the control were obliged on that date to acquire 
the control pursuant to the terms of agreements in writing entered 
into on or before that date. See “Interpretation” under subsec. 
111(4). The substituted portions formerly read: 


(5) Idem — Where, at any time, control of a corporation has 
been acquired by a person or persons (each of whom is in this 
subsection referred to as the purchaser’) 


ee eee 


(i) only if that business. was carried on by. the corpo- 
ration for profit or a reasonable expectation of profit 


(A) throughout the part of the particular year that 
is after that time, where control of the corpora- 
tion was acquired in the particular year, and 


(B) throughout the particular year,.in any other 
case, and 


(ii) only to the extent of the aggregate of 


(A) the corporation’s income for the particular 
year from that business and, where properties 
were ‘sold; leased, rented.or developed or.ser- 
vices tendered in the course of carrying on that 
business before that time, from any other: busi- 
ness substantially all the income of. which was 

_ derived from the sale, leasing, rental. or develop-.. 

_ ment, as the.case may be, of similar.properties or. 
the rendering of similar services, and 


(B) the amount, if any; by which 


(I) the aggregate of the corporation’s taxable 
- scapital gains for the particular year from dis- 
positions of property owned by the corpora- 
tion at or before that time, other than prop- 
erty that was acquired by the corporation 
within the two-year period ending at. that 
time from the purchaser or a person who did 
not deal at arm’s length with the purchaser, 


exceeds 


(II). the aggregate’ of the corporation’s allow- 
able capital losses for the particular) year 
from dispositions described in subclause (I); 
and 


 Subpara. 111(5)(a)G) substituted by 1985, c. 45, subsec. 57(1), ap- 
plicable with respect to. acquisitions of control occurring in 1984 et 
seq. That subpara. formerly read: 


(i) only if throughout the particular year and after that time 
that business was carried on by the corporation for profit or 
with a reasonable expectation of profit; and 


Cl. 111(5)(a)Gi)(B) substituted by 1985, c. 45, subsec. 57(2), appli- 
cable with respect to acquisitions of control occurring after May 9, 
1985, except that subclause,111(5)(a)Gi)(B)@) 1s applicable with re- 
spect to acquisitions of control occurring in 1984 et seq. That clause 
formerly read: 


(B) the amount, if any, by which 


(I) the aggregate of the corporation’s taxable capital 
gains for the particular year from the disposition of prop- 
erty owned:by the corporation at that time, other than 
property that was acquired from the purchaser or a person 
who did not deal at arm’s length with the purchaser, 


exceeds 


(II) the amount, if any, by which the aggregate of the cor- ~ 
poration’s allowable capital losses for the particular year 
from the disposition of property described in subclause 
(I) exceeds the aggregate of its allowable business invest- 
ment'losses for the particular year from the disposition of 


S..111(5) 


that property; and 


| Subsec. 111(5) substituted by 1984, c. 1, subsec. 54(2), applicable 


with respect to acquisitions of control occurring in 1984 et seq., ex- 
cept that for the purposes only of applying paragraph 111(5)(), 
subsection 111(5) is applicable with respect to acquisitions of con- 
trol occurring in 1980.et seq., butin its application to acquisitions of 
control occurring ’ 


(a) before April 20, 1983, or 


(b) after April 19, 1983 but before April 20, 1984, where the 
arrangements therefor were substantially advanced and evi- 
denced in writing on or before April 19, 1983, 


the reference in that paragraph to “a particular taxation year” shall 
be read as a reference to “a particular taxation year (other than the 
year immediately, preceding the year in which the loss was. in- 
curred)”. Subsec. 111(5) formerly read: 


(5) Idem — Where, at any time, control of a corporation-has 
_-been acquired by a person or persons (each of whom is in this 
subsection referred to as the “purchaser”), such portion of the 
corporation’s non-capital loss for a taxation year ending 
‘before that time as may reasonably be regarded as its loss 
from carrying on a particular business is deductible by the 
corporation for.a taxation year ending after that:time only.» 


(a) if throughout the year and after that time the particu- 
...lar business was carried on by the corporation for profit 
or with a reasonable expectation of profit; and 


(b) to the extent of the aggregate of 


(i) the corporation’s income for the year from the. , 
particular business and any other business substan- 
tially all the income of which was derived from the 
sale, leasing, rental or development of properties, or 
the rendering of services that are similar to the 
properties sold, leased, rented or developed, or the 
services rendered, as the case may be, in the course 
of carrying on.the particular business before. that 
time, and 


(ii) the amount, if any, by which 


(A) the aggregate of the corporation’s taxable 
capital gains for the year from the disposition of 
property owned by the corporation at that time, 
other than property that was acquired from the 

_ purchaser or.a person who did not deal at arm’s 
length with the, purchaser, 


exceeds 


._(B) the amount, if any, by which the aggregate 
of the corporation’s allowable capital losses for 
the year from the disposition of property de- 
scribed in clause (A) exceeds the aggregate of its 
allowable business investment losses for the year 
from the disposition of property described: in 
clause (A)... 


Subsec. 111(5) substituted by 1980-81-82-83, c. 140, subsec:.70(1), 
applicable with respect to acquisitions of control occurring after No- 
vember 12, 1981 other than acquisitions of control occurring before 
1983 where the arrangements therefor were substantially advanced 
and evidenced in writing on November 12, 1981. Subsec. 111(5) 
formerly read: | 


(5) Subsection (1) does not apply to permit a corporation to 
deduct, for the purpose of computing its taxable income for a 
taxation year, such portion of its non-capital loss for a preced- 
ing year as may reasonably be regarded as its loss from carry- 
ing on any particular business if 


(a) control of the corporation has. been acquired, before 
the end-of the year, by a person or persons who did not, 
at the end of that preceding: year, control the corporation 
and the corporation was not, during the year, carrying on 
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that business, or 


(b) control of the corporation was acquired, before the 
end of the year and after the winding-up or discontinu- 
ance of that business, by a person or persons who did not 
control the corporation at any time during that preceding: 
year when that business was being carried on. 


Selected Cases [subsec. 111(5)]: Duha Printers (Western) Ltd. 
v. Canada, [1996] 3 C.T.C. 19 (FCA) (Losses not deductible where 
control prior to amalgamation not established); Garage Montplaisir 
Ltée v. MNR, [1992] 2. C.T.C. 2700 (TCC) (Predecessor corpora- 
tion’s business not carried on by corporation resulting from amalga- 
mation; non-capital losses not deductible); Yarmouth Industrial 
Leasing Ltd. v. The Queen, [1985] 2 C.T.C. 67 (FCTD) (Losses of 
inactive subsidiary not carried forward where new type of business 
subsequently assumed; control changed when 60% of parent sold). 


Interpretation Bulletins: IT-206R: Separate businesses; IT- 
302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
ity — after January 15, 1987. See also list at end of s. 111.’ 

I.T. Technical News: No. 7 (control by a group — 50/50 arrange- 
ment); No. 9 (loss consolidation within a corporate group), 


Advance Tax Rulings: ATR-7: Amalgamation involving losses 
and control, 


(5.1) Computation of undepreciated capital 
cost — Where, at any time, control of a corporation 
(other than a corporation that at that time became or 
ceased to be exempt from tax under this Part on its 
taxable income) has been acquired by a person or 
group of persons and, if this Act were read without 
reference to subsection 13(24), the undepreciated 
capital cost to the corporation of depreciable prop- 
erty of a prescribed class immediately before that 
time would have exceeded the total of 


(a) the fair market value of all the property of that 
class immediately before that time, and 


(b) the amount in respect of property of that class 
otherwise allowed under regulations made under 
paragraph 20(1)(a) or deductible under subsec- 
tion 20(16) in computing the corporation’s in- 
come for the taxation year ending immediately 
before that time, 


the excess shall be deducted in computing the in- 
come of the corporation for the taxation year ending 
immediately before that time and shall be deemed to 
have been allowed in respect of property of that class 
under regulations made under paragraph 20(1)(a). 


Related Provisions: 87(2.1)(b) — Determining loss after amal- 
gamation; 256(7)-(9) — Whether control acquired. See additional 
Related provisions and Definitions at end of s. 111. 


Pre-RSC History: Subsec. 111(5.1) substituted by 1987, c. 46, 
subsec. 40(5), applicable with respect to acquisitions of control oc- 
curring after January 15, 1987 other than acquisitions of control oc- 
curring before 1988, where the persons acquiring the control were 
obliged on that date to acquire the control pursuant to’the terms of 
agreements in writing entered into on or before that date. See “Inter- 
pretation” under subsec. 111(5.5). Subsec: 111(5.1) formerly read: 


(5.1) Presumption — Where at any time in a particular taxa- 
tion year control of a corporation (other than a corporation 
that was immediately before that time exempt from tax under 
this Part on its taxable income) has been acquired by a person 
or persons and at that time the undepreciated capital cost to 
the corporation of depreciable property of a prescribed class 


Income Tax: Act; Part I 


would, but for this subsection, exceed the fair market value of 
all the property of that class, the excess 


(a) shall be deemed to have been allowed to the corpora- 
tion in respect of property of the class under regulations 
made under paragraph 20(1)(a) in computing its income 
for taxation years ending before that time, and 

(b) shall be deemed to be, or shall be added to, as the 
case may be, the non-capital loss or farm loss, as the case 
may be, of the corporation for the taxation year immedi- 
ately preceding the particular year and shall be regarded 
as having been incurred in the course net capital carrying 
on the business in which the property was used at that 
time, 


but no part of the excess shall be deductible in computing the 
taxable income of the corporation for a taxation year preced- 
ing the particular taxation year. . 


Para. 111(5.1)(b) substituted by 1984, c. 1, subsec. 54(3), applicable 
with respect to acquisitions of control occurring in 1983 er seq. 
Para. 111(5.1)(b) formerly read: 


(b) shall be deemed to be, or shall be added to, as the case 
may be, the non-capital loss of the corporation for the taxa- 
tion year immediately preceding the particular taxation year 
as a loss from carrying on the business in which the property 
was used at that time, 


Subsec. 111(5.1) added by 1980-81-82-83, c. 140, subsec. 70(1), 
applicable with respect to acquisitions of control occurring after No- 
vember 12, 1981, other than acquisitions of control occurring before 
1983 where the arrangements therefor were substantially advanced 
and evidenced in writing on November 12, 1981. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 111. 


I.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(5.2) Computation of cumulative eligible capi- 
tal — Where, at any time, control of a corporation 
(other than a corporation that at that time became or 
ceased to be exempt from tax under this Part on its 
taxable income) has been acquired by a person or 
group of persons and immediately before that time 
the corporation’s cumulative eligible capital in re- 
spect of a business exceeded the total of . 


(a) “4 of the fair market value of the eligible capi- 
tal property in respect of the business, and 


(b) the amount otherwise deducted under para- 
graph 20(1)(b) in computing the corporation’s in- 
come from the business for the taxation’ year end- 
ing immediately before that time, 


the excess shall be deducted under paragraph 
20(1)(b) in computing the corporation’s income from 
the business for the taxation year ending immedi- 
ately. before that time. 

Related Provisions: 87(2.1)(b)— Determining loss after amal- 


gamation; 256(7)—(9) — Whether control acquired. See additional 
Related provisions and Definitions at end of s. 111. 

Pre-RSC History: Para. 111(5.2)(a) amended by 1988, c. 55, 
subsec. 83(7), to substitute “4/4” for “'/2”, applicable with respect to 
acquisitions of control of a corporation occurring after the com- 
mencement of the corporation’s first taxation year commencing af- 
ter June 1988. 


Subsec. 111(5.2) substituted by 1987, c. 46, subsec. 40(5), applica- 
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ble with respect to acquisitions of:control occurring after January 
15, 1987 other than acquisitions: of control occurring before; 1988, 
where the persons acquiring the control were obliged on that date to 


acquire the control pursuant to the terms of agreements in writing, 


entered into on’ or before that date.-See “Interpretation” under sub- 
sec. 111(5.5). Subsec. 111(5.2) formerly read: 


_, (5.2) \dem — Where at any time in a particular taxation year 
control of a corporation (other than a-corporation that was im- 
mediately before that time exempt from tax under this Part on 
its taxable income) has been acquired by a person or persons 
and at that time the corporation’s cumulative eligible capital 
in respect of a business would, but for this subsection, exceed: 
Ys of the fair market value of the eligible capital property in 

- respect of the business, the excess 


(a) shall be deemed to have been deducted by the corpo- 
ration under paragraph 20(1)(b).in computing its income 
from the business for taxation years ending before that 
time, and | seyret ine 


(b) shall be deemed to be or shall be added to, as the case 
may be, the non-capital loss or farm loss, as the case may 
be, of the corporation for the taxation year immediately 
preceding the particular year and shall be regarded as 
having been incurred in the course. of carrying;on the 
business, 


‘but no part of the excess shall be deductible in computing the 
taxable income of the corporation for a taxation year -preced- 
ing the particular taxation year. 


Para. 111(5.2)(b) substituted by 1984, c. 1, subsec. 54(4), applicable 
with respect to acquisitions of control occurring in 1983 et seq. 
Para, 111(5.2)(b) formerly. read}: 


(b) shall be deemed to be, or shall be added ‘to, as the case 
may be, the non-capital loss, if any, of the corporation for the 
taxation year immediately preceding the particular taxation 
year as a loss from carrying on the business, 


Subsec. 111(5.2) added by 1980-81-82-83, c. 140, subsec. 70(1), 
applicable with respect to acquisitions of control occurring after No- 
vember 12, 1981 other than acquisitions of control occurring before 
1983 where the arrangements therefor were substantially advanced 
and evidenced in writing. on November 12, 1981. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that. acquisitions of control,.amalgamations, and wind- 
_ ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 111. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). ies : 


(5.3) Doubtful debts and bad debts — Where, 
at any time, control of a corporation (other ,than.a 


corporation that at that time became or ceased to be, 


exempt from tax under this Part on its taxable. in- 
come) has been acquired by a person or group of 
persons, no amount may be deducted under, para- 
graph 20(1)(1) in computing the corporation’s in- 
come for its taxation year ending immediately before 
that'time and each amount that,is the greatest amount 
that would, but for this: subsection and. subsection 
26(2) of this Act and subsection 33(1) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, have been deductible under paragraph 
20(1)(1) in respect of a debt owing to the corporation 
immediately before that time shall be deemed to be a 
separate debt and shall} notwithstanding any other 


provision of this Act, be deducted as'a bad debt. 


under paragraph 20(1)(p) in computing the’ corpora- 


S. 111(5.4) 


tion’s income for the year and the amount ‘by which 
the debt exceeds 'that separate debt shall be deemed 
to be a separate debt incurred at the same time and 
under the same circumstances as the debt was 
incurred. 


Related Provisions: 50(1)(a) — Deemed disposition where debt 
becomes bad debt; 87(2.1)(b) — Determining loss after amalgama- 
tion; 88(1.1)-—Non-capital losses, etc., of subsidiary; 
256(7)-(9) — Whether control acquired. See additional Related 
provisions and Definitions at end of s. 111 Te 


Pre-RSC History: Subsec. 111(5.3) substituted by 1987, c. 46, 
subsec. 40(5), applicable with respect to acquisitions of control oc- 
curring after January 15, 1987 other than acquisitions of control oc- 
curring before 1988, where the persons acquiring the control were 
obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered into on or before that date. See “Inter- 
pretation” under subsec.| 111(5.5). Subsec. 111(5.3) formerly read: 


(5.3) ldem — For the purposes of subsections (5.1) and (5.2), 
where: the particular taxation year referred to therein is the 
first taxation year of a corporation, the corporation shall be 
deemed to have had a taxation year immediately preceding 
the particular taxation year. 


Subsec. 111(5.3) added by 1980-81-82-83,:c.140, subsec. 70(1), 
applicable with respect: to acquisitions of control occurring after No- 


_ vember 12, 1981 other than acquisitions of control occurring before 


1983 where the arrangements therefor were substantially advanced 
and evidenced in writing on November 12, 1981. 


1.T., Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — ‘after January 15, 1987. 


1.T. Technical News: No. 7 (control by a group — 50/50 


_ arrangement). 


(5.4) Non-capital loss — Where, at any time, con- 
trol’of a corporation has been acquired by a person 
or persons, such portion of the corporation’s non- 
capital loss for a taxation year ending before that 
time as . 


(a) was not deductible in computing the corpora- 
tion’s income: for a taxation year ending before 
that time, and:' — | 


(b) can reasonably be considered to be a non-cap- 
ital loss of a subsidiary corporation (in this sub- 
section referred to as the “former subsidiary cor- 
poration”) from carrying on a’ particular business 
(in this subsection referred to as the “former sub- 
sidiary corporation’s loss business”) that was 
deemed by subsection 88(1.1) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read on November 12, 1981 to be 
the non-capital loss of the corporation for the tax- 
ation year of the corporation in. which the former 
subsidiary corporation’s loss year ended 

shall be deemed to be anon-capital loss of the corpo- 


ration from carrying on the former subsidiary corpo- 
ration’s loss business. 


Related Provisions: 87(2.1)(b) — Determining loss after amal- 
gamation; 256(7)-(9) —. Whether control acquired. See additional 
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Related provisions and Definitions at end of s. 111. 


Pre-RSC History: Subsec. 111(5.4) added by 1980-81-82-83, c. 
140, subsec. 70(1), applicable after November 12; 1981. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 

Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 111. 


I.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(5.5) Restriction — Where control of a'corporation 
has been acquired by a person or group of persons 
and it may reasonably be considered that the main 
reason for the acquisition of control was to cause 
paragraph (4)(d) or subsection (5.1), (5.2) or (5.3) to 
apply with respect to the acquisition, 


(a) that provision and paragraph (4)(e), and 
(b) where that provision is paragraph (4)(d), para- 
graph (4)(c) 

shall not apply with respect to the acquisition. 


Related Provisions: 87(2.1)(b) — Determining loss after amal- 
gamation; 256(7)-(9) — Whether control acquired. 


Pre-RSC History: Subsec. 111(5.5) added by 1987, c. 46, subsec. 
40(6), applicable with respect to acquisitions of control occurring 
after January 15, 1987 other than acquisitions of control occurring 
before 1988, where the persons acquiring the control were obliged 
on that date to acquire the control pursuant to. the terms of agree- 
ments in writing entered into on or before that date. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”.: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to - 
acquire control of a corporation; as the case may be, if the 
person may be excused from performing the obligation as a 

- Tesult of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control; amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 111. 


(6) Limitation — For the purposes of this section 
and paragraph 53(1)(i), any loss of a taxpayer for a 
taxation year from a farming business shall, after the 
taxpayer disposes of the land used in that farming 
business and to the extent that the amount of the loss 
is required by paragraph 53(1)(i) to be added in com- 
puting the adjusted cost:base to the taxpayer of the 
land immediately before the Gisposition, be deemed 
not to be a: loss: 


(7) ldem — For the purposes of this section, any 
loss of a taxpayer for a taxation year from a farming 
business shall, to the extent that the loss is included 
in the amount of any deduction permitted by section 
101 in computing the taxpayer’s income for any sub- 
sequent taxation year, be deemed not to be a loss of 
the, taxpayer for the purpose of computing the tax- 
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payer’s taxable income for that subsequent year or 
any taxation year subsequent thereto. | 


(7.1) Effect of election by insurer under 
subsec. 138(9) in respect of 1975 taxation 
year — Where an insurer has made an election 
under subsection 138(9) in respect of its 1975 taxa- 
tion year, for the purpose of determining the amount | 
deductible in computing its taxable income for its 
1977 and subsequent taxation years in respect of the 
non-capital loss, if any, for the 1972 and each subse- - 
quent taxation year ending before 1977, a portion of | 
the non-capital loss for each such year equal to the | 
lesser of 


(a) the portion of the non-capital loss for the year 
(determined without reference to this subsection) — 
that would be deductible in computing the in- 
surer’s taxable income for its 1977 taxation year 
if the insurer had sufficient income for that year, 
and 


(b) the amount, if any, by which 


(i) its 1975 branch accounting election 
deficiency 


exceeds 
(ii) the total of 


(A) the amount determined under subpara- 
graph 138(4. Iya an) in respect of the 
insurer, 


(B) the total of all amounts each of which 
is an amount determined under paragraph 
13(22)(b) with respect to depreciable prop- 
erty of a prescribed class of the insurer, 
and 


(C) the total of all amounts each of which 
is the portion determined under this sub- 
section in respect of the non-capital loss 
for a taxation year after 1971 and preced- 
ing the year | 
shall, for the purposes of this section, be deemed to 
have been deductible under this section in computing 
the insurer’s taxable income for a taxation year énd- 
ing before 1977. 


Related Provisions: 111(7.11) — Definitions in 138(12) apply. 
See also Related provisions and Definitions at end of s. ITT. 


Pre-RSC History: Subsec. 111(7.1) added by 1977-78, c. 1, sub- 
sec. 54(4), applicable to 1977 et seg. 


Interpretation Bulletins: See list at end of s. 111. 


(7.11) Application of subsec. 138(12) The’ 
definitions in subsection 138(12) app iy to subsection 
(7.1). 

Origin of subsec. 111(7.11): R.S.C. 1985, c. 1 (Sth Supp.) 
(formerly contained in the opening words of subsec. 138(12)). 


(7.2) Non-capital loss of life insurer — Not- 
withstanding paragraph (1)(a), in the case of a life 
insurer the amount deductible in computing its taxa- 
ble income for its 1978 and subsequent. taxation 
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years, 
(a) in respect of its non-capital loss for each taxa- 


tion year ending before 1977 shall be deemed to | 


be nil; and 


(b) in respect of its non-capital loss for its 1977 
taxation year shall be deemed to be the amount, if 
any, by which 


(i) the amount referred to in subparagraph 
138(4.2)(a)GQv) 
exceeds the total of 


(ii) the amount of the reserve determined for 
the purpose of subparagraph 138(4.2)(a)(@), 
(iii) in any case where subparagraph 
138(4.2)(a)(ii) applies, the total of amounts re- 
ferred to in that subparagraph, and 


(iv) in any case where subparagraph 
138(4. 2)(a)(ili) applies, the amount referred to 
in that subparagraph. 
Pre-RSC History: Subparas..111(7.2)(b)(@) to. (iv) substituted for 
subparas. 111(7.2)(b)(i) to (ili) by 1979, c..5,.s. 35, applicable to 
1978 et seq. 
Subsec.. 111(7.2) substituted by 1977- 78, Ga 3PyiSe VR applicable to 
1978 et seq. 
_Subsec. 111(7.2)added by 1977-78, c. 1, subsec. 54(4); applicable, 
to 1978 et seq. 


Interpretation Bulletins: See list at end of s. 111. 
(8) Definitions — In this section, 


“farm loss” of a taxpayer for a taxation. year means 
the amount determined by the formula 


A-B-C 
where 
A is the lesser of 
(a) the amount, if any,-by areepris 


(i) the total of all amounts each of which is 
the taxpayer’s loss for the year from a 
farming or fishing business 


exceeds 


(ii) the total of all amounts each of which 
is the taxpayer’s income for the year from 
a farming or fishing business, and 
(b) the amount that would be. the taxpayer’s 
non-capital loss for the year if each of the 
amounts determined for C and D in the defini- 
tion “non-capital loss” in this subsection were 
zero, Boe) 


B is the amount, if any, by which any amount speci- 
fied by the taxpayer in the taxpayer’s election for 
the year under subsection 110.4(2) exceeds the 
amount that would be the taxpayer’s non-capital 
loss for the year if the amount determined for C 
in the definition “non-capital loss” in this subsec- 
tion were zero, and 


C is the total of all amounts by which the farm loss 
of the taxpayer for the year is required to be re- 


S. 111(8) net 


duced because of section 80; 
Related Provisions: 31(1), (1-1) — Restricted farm loss; 
53(1)(i) — Addition to adjusted cost base of farmland; 80(3)(b) — 
Reduction in farm loss on debt. forgiveness; 87(2.1)(a) — Amalga- 
mation — farm loss carried forward; 96(1) — Farm loss of partner; 
111(9) —,Farm. loss. where taxpayer. not resident, in Canada; 
119(8) — Averaging for. farmers. and__ fishermen — losses; 
127. 52(1)(i)(1i)(B) ~~ Calculation of previous year’s farm loss for 
minimum tax purposes; 128. 1(4)(f) — Farm loss limitation on be- 
coming non-resident; 133(2) — Non-resident-owned investment 
corporations; 161(7) — Effect of carryback of loss; 248(1)“farm 
loss” — Definition applies to entire Act; 257— Formula cannot 
calculate to less than zero. See additional Related provisions and 
Definitions at end of s. 111. 
History: The formula in the definition “farm loss” in subsec. 
111(8) amended to add C, and the description of C added, by 1995, 
c. 21, subsecs. 36(1), (2), applicable to taxation years. that end after 
February 21, 1994. w 
Pre-RSC History: The definition ‘farm. loss”. was para. 
111(8)(b.1). Descriptive subparagraphs have been repiaee om the 
formula. The pre-R.S.C. version read: 
(b.1) “farm loss” — “farm loss” of a taxpayer for a taxation 
year means the amount, if any, by which the lesser of ~ 
(i) the amount, if any, by which . 
(A) the aggregate of all amounts each of which is his 
loss for the year from a farming or fishing business 
exceeds . | 
(B).the aggregate-of all amounts each of which is his. 
income for. the year from a.farming or. fishing busi- 
ness, and 
(ii) the amount that would be the taxpayer’s non-capital 
loss for the year if paragraph (b) were read without ref- 
__ erence to subparagraphs (iti) and (iv) thereof. 
exceeds 
| (iii) the amount, if any, by which any amount specified by 
the taxpayer in his election for the year under subsection 
110.4(2) exceeds the amount that would be his non-capi- 
tal loss for the year if paragraph (b) were read without 
reference to subparagraph (iti) thereof; 
Para. 111(8)(b.1) added by 1984, c. 1, subsec. 54(5), applicable to 
1983 et seq. 
Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987; IT- 
322R: Farm losses. See also list at end of s. 111. 


“net capital loss” of a taxpayer for a taxation year 
means the amount determined by the formula 


A-B+C-D 
where 


A. is the amount, if any, determined under subpara- 
graph 3(b)(ii) in respect of the taxpayer for the 
year, — 

B. is the lesser of the total. determined under subpar- 
agraph 3(b)(i) in respect of the taxpayer for the 
year and the amount determined for A in respect 
of the taxpayer for the year, 


C’ is the least of 


(a) the amount of. the allowable. business in- 
vestment losses of the taxpayer» for the tax- 
payer’s seventh preceding taxation year, 
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(b) the amount, if any, by which the amount 
of the non-capital loss of the taxpayer for the 
taxpayer’s seventh preceding taxation year ex- 
ceeds the total of all amounts in respect of that 
non-capital loss deducted in computing the 
taxpayer’s taxable income or claimed by the 
taxpayer under paragraph 186(1)(c) or (d) for 
the year or for any preceding taxation year, 
and 


(c) where the taxpayer is a corporation the 
control of which was acquired by a person or 
group of persons before the end of the year 
and after the end of the taxpayer’s seventh 
preceding taxation year, nil, and 


D is the total of all amounts by which the net capital 
loss of the taxpayer for the year is required to be 
reduced because of section 80; 


Related Provisions: 80(4)(b) — Reduction in net.capital loss on 
debt forgiveness; 87(2.1)(a) — Amalgamation — net capital loss 
carried forward; 96(1) — Net capital loss of partner; 96(8)(b) — 
Loss of partnership that previously had only non-resident partners; 
96(8)(c) — Disposition of property by partnership that previously 
had only non-resident partners; 111(7.2) — Non-capital loss of life 
insurer; 111(9)— Net capital loss where taxpayer not resident in 
Canada; 127.52(1)(i)(ii)(B) — Calculation of previous year’s farm 
loss for minimum tax purposes; 128.1(4)(f) — Net capital loss limi- 
tation on becoming non-resident; 161(7) — Effect of carryback of 
loss; 248(1)“net capital loss” — Definition applies to entire Act; 
256(7)-(9) — Whether control acquired; 257 — Formula cannot 
calculate to less than zero. See additional Related provisions and 
Definitions at end of s. 111. 


History: The definition “net capital loss” in subsec. 111(8) 
amended by 1995, c. 21, subsec. 36(3), applicable to taxation years 
that end after February 21, 1994. The definition formerly read: 


“net capital loss” of a taxpayer for a taxation year means the 
total of ; 


(a) the amount determined by the formula 


A-B 
where 


A _ is the amount, if any, determined under subparagraph 
3(b)(ii) in respect of the taxpayer for the year, and 


Bis the total determined under subparagraph 3(b)(i) in 
respect of the taxpayer for the year, and 


(b) the amount that is equal to the lesser of ~ 


(i) the amount-of the allowable business investment 
losses of the taxpayer for the taxpayer’s seventh pre- 
ceding taxation year, and 


(ii) the amount, if any, by which the amount of the 
non-capital loss of the taxpayer for the taxpayer’s 
seventh preceding taxation year exceeds the total of 
amounts in respect of that non-capital loss deducted 
‘by the taxpayer in computing the taxpayer’s taxable 
income or claimed by the taxpayer under paragraph 
186(1)(c) or (d) for the year or for any preceding tax- 
ation year 


except that where the taxpayer is a corporation the con- 
trol of which was acquired by a person or group of per- 
sons before the end of the year and after the end of the 
taxpayer’s seventh preceding taxation year, the amount 
determined under: this paragraph in respect of the tax- 
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payer for the year shall be deemed to be nil; 
Pre-RSC History: The definition “net capital loss” was para. 
111(8)(a). Descriptive subparagraphs have been ‘replaced by the 
formula. The pre-R.S.C. version read: 
(a) “net capital loss” of a taxpayer for a taxation year means 
the aggregate of 
(i) the amount, if any, by which 
(A) the amount, if any, determined under subpara- 
graph 3(b)(ii) in respect of the taxpayer for the year 
exceeds 
(B) the aggregate determined under subparagraph 
3(b)(i) in respect of the taxpayer for the year, and 
(ii) the amount that is equal to. the lesser of 
(A) the amount of the allowable business investment 
losses of the taxpayer for his seventh Precedie taxa- 
tion year, and ~ 
(B) the amount, if any, by which the amount of the 
, non-capital loss of the taxpayer for his seventh pre- 
ceding taxation year exceeds the aggregate of 
amounts in respect of that non- capital loss deducted 
by the taxpayer in computing his taxable income or 
claimed by him under paragraph 186(1)(c) or ¢d) for 
the year or for any preceding taxation year 
except that where the taxpayer is a corporation the con- 
trol of which was acquired by a person or group of per- 
sons before the end of the year and after the end of the 
taxpayer’s seventh preceding taxation year, the amount 
determined under this subparagraph in respect of the 
taxpayer for the year shall be deemed to be nil; ee 
Subpara. 111(8)(a)(ii) substituted by 1987, c. 46, subsec. 40(7), to 
add “except that where the taxpayer is a corporation the control of 
which was acquired by a person or group of persons before the end 
of the year and after the end of the taxpayer’s seventh preceding 
taxation year, the amount determined under this subparagraph in re- 
spect of the taxpayer for the year shall be deemed to be nil”, appli- 
cable to 1987 et seq. 
Subpara. 111(8)(a)(i) substituted by 1986, c. 6, subsec. 59(3), appli- 
cable to 1985 et seg. except that subpara. 111(8)(a)(i) shall be read 
as follows for the 1985 taxation year: 
(i) the amount, if any, by which 


(A) the amount determined under subpardgraph 3(e)(i) in 
respect of the taxpayer for the year 


exceeds 
(B) the least of 
(I) the amount determined. under subparagraph 


3(e)(ii), 
_ (II) the. amount.determined niles ‘enhiiceeriae 
3(e)(iii), and 


(111) the amount determined under paragraph 3(d) 
in eon of the taxpayer for the year, and. 
Subpara. 111(8)(a)(i). formerly read: 
(i) the amount, if any, by which 


(A) the amount determined under subparagraph 3(e)(i) in 
respect of the taxpayer for the year 


exceeds 
(B) the lesser of 


(I) the amount determined under BRE! RRA 
3(e)(ii), and 


(II) the amount determined under paragraph 3(d) 
in respect of the taxpayer for the year, and 
Para. 111(8)(a) substituted by 1985, c..45, subsec. 57(3), ebplicable 
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to 1985 et seq. Para. 111(8)(a) formerly read: 


(a) “net capital loss” of a taxpayer for a taxation divi means 
the amount, if any, by which 


(i) the amount determined under subparagraph 3(e)(i) in 
respect of the taxpayer for the taxation year 


exceeds 
(ii) the lesser of 


(A) the amount Bettie under subparagraph 
3(e)(ii), and 


(B) the amount determined under paragraph 3(d) 
in respect of the taxpayer for the taxation year; ; 


interpretation Bulletins: IT-302R3: Losses ofa corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987; IT- 
484R2: Business investment losses. See also list at end of s..111. 


‘non-capital loss” of a taxpayer fora taxation. year 
means the amount determined by the formula 


CBOE DY pe Dy 


where 
A is the amount determined by the formula 
E-F 
where ; 


E_ is the total of all amounts each of which is the 
taxpayer’s loss for the year from an office, 
employment, business or property, the tax- 
payer’s allowable business investment loss for 
the year, an amount deducted under paragraph 

“(1)(b) or section 110.6 in computing the tax- 
payer’s taxable income for the year or an 
amount that may be deducted under paragraph 
110(1)(d), (d.1), (d.2), (d.3),:@), Gor (kK), sec- 
tion 112 or subsection 113(1) or 138(6) in 


computing the taxpayer’s taxable income for 


the year [, and] 


F is the amount determined under paragraph 
3(c) in respect of the taxpayer for the. year, 


B is the amount, if any, determined in respect of the 
taxpayer for the year under section 110.5, 


C is any amount specified by the taxpayer in the 
taxpayer’s election for the year under subsection 
110.4(2), 


D is the amount that would be.the taxpayer’s. farm 
loss for the year if the amount determined for B 
in’ the definition “farm loss”. in this. subsection 
were Zero, quan 8 


D.1\ is the total of all amounts deducted under sub- 
section (10) in respect of the taxpayer forthe 
year, and 


D.2 is the total of all amounts by which the non- 
capital loss of the taxpayer for the year is re- 
quired to be reduced because of section 80; 

Related Provisions: 80(3)(a); 80(4)(a) — Reduction in non-capi- 

tal loss on debt forgiveness; 87(2.1)(a) ‘Amalgamation — non- 

capital loss carried forward; 96(1) — Non-capital loss of partner; 

96(8)(b), (c) — Loss of partnership that previously had only non- 
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_ resident partners; 111(5.4) — Non-capital loss following change of 


control; 111(9) — Non-capital loss where taxpayer not resident in 
Canada; 111(10), (11) — Fuel tax rebate loss abatement; 119(8) — 
Averaging for farmers and fishermen — losses; 
127.52(1)(4)Gi)(B) — Calculation of previous year’s non-capital 
loss for minimum tax purposes; 128.1(4)(f) — Non-capital loss lim- 
itation on becoming non-resident; 161(7)-— Effect of carryback of 


_ loss; 248(1)“non-capital loss” — Definition applies to entire Act; 
257 — Formula amounts cannot calculate to less than zero, See ad- 


ditional Related provisions and Definitions at end of s, 111. 


History: The first. formula in the definition “non-capital loss” in 


~ subsec: 111(8) amended to add D.2, and the description of D.2 ad- 


ded, by 1995, c. 21, subsecs. 36(4), (5), aici to taxation years 
that end after February 21.1994; 


The description of E in the definition “non-capital loss” in subsec. 


' 111(8) amended by 1994, c. Ts Sch. VHI (1993, c. 24), subsec. 
49(1), ‘applicable to 1991 et seg. That description formerly read: 


E is the total of all amounts each of which is the taxpayer’s 
loss for the year from an office, employment, business or 
property, the taxpayer’s allowable business investment 
loss for the year, an amount deducted under section 110.6 
or an: amount. deductible’ under paragraph 110(1)(d), 
(d:1),(d.2), (d:3), (f); G) or (k), section 112 or subsection 
113(1) or 138(6) in computing the taxpayer’s taxable i in- 
come for the year, and 


 -D.1 and its description in “non-capital loss” in subsec. 111(8), added 
by 1994, c. 7, Sch. VI(1992, c. 29), subsecs. 5(1) and (1.1), applica- 
_ ble to amounts received after 1991. 


Pre-RSC History: The definition “non-capital loss” was para. 


— 111(8)(b);: Descriptive subparagraphs have been replaced by the 
| formula. The pre-R.S.C. version read: 


(b). “non-capital. loss” — “non-capital loss”. of a taxpayer 
for a taxation year means the amount, if any, by which the 
aggregate of 

(i) the amount, if any, by which 


(A) the aggregate of all amounts each of which is the 
taxpayer’s loss for the year from-an office, employ- 
ment, business or property, his allowable -business 
investment loss for the year, an amount deducted 
under. section 110.6. or an amount deductible under 
paragraph 110(1)(d), (d.1), (a.2), (d.3), (f), (i) or (k), 
section 112 or subsection 113(1) or 138(6) in com- 
puting his. taxable income for the year 


exceeds ~ 


(B) the amount determined under paragraph 3(c) in 
respect of the taxpayer for the year, and — 


_, (ii) the amount, if any, determined in respect of the tax- 
" payer for the year under section 110. a 


exceeds. the aggregate of 


(iii) any amount specified by the taxpayer in his election 
for the year under subsection 110.4(2), 


(iv) the amount that would be his farm loss for.the year if 
paragraph (b.1) were read without reference to subpara- 
graph (iii) thereof; 


Cl. 111(8)(b)()(A) substituted by 1988, c. 55, subsec. 83(8), appli- 
cable to 1988 et seg., except that 


(a), for the purpose of computing a-corporation’s taxable income 
for.a taxation year ending before July 1988, the amount of the 
corporation’s non-capital loss for another taxation year ending 
after June 1988 shall be deemed to be the amount, if any, by 
which 


(i) the amount»that would, but for this paragraph, be the 
non-capital loss for the other year, 
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exceeds 
(ii) '/s of the lesser of 


(A) the amount deductible under para. 110(1)(k). in 
computing the corporation’s taxable income for the 
other year, and 


(B) the amount that would, but for this paragraph, be 
the non-capital loss for the other year; 


(b) for the purpose of computing a corporation’s taxable income 
for a taxation year ending after June 1988, the amount of the 
corporation’s non-capital loss for another taxation year ending 
before July 1988 shall be deemed to be the aggregate of 


(i) the amount that would, but for this paragraph, be the 
non-capital loss for the other year, and 


(ii) /s of the lesser of 


(A) the amount deductible under para. 110(1)(k) in 
computing the corporation’s taxable income for the 
other year, and 


(B) the amount that would, but for this paragraph, be 
the non-capital loss for the other year; and 


(c) for the purpose of subsec. 111(3), the aggregate of all 
amounts each of which is an amount deducted in computing a 
corporation’s taxable income or an amount claimed under Part 
IV for a taxation year ending before July 1988 in respect of a 
non-capital loss for another taxation year ending after June 
1988 shall be deemed to be the aggregate of 


(i) all amounts so deducted or so claimed, and 
(ii) 4 of the amount, if any, by which 

(A) all the amounts so deducted or so claimed 
exceeds 


(B) the amount, if any, by which the amount deductible 
for the year in respect of the non-capital loss exceeds 4/s 
of the amount deductible under para. 110(1)(k) in com- 
puting the corporation’s taxable income for the other 
year. 


Cl. 111(8)(b)G)(A) formerly read: 


(A) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
ness or property, his allowable business investment loss for 
the year or an amount deductible under paragraph 110(1)(d), 
(d.1), (d.2), (d.3), (f) or (j), section 110.6 or 112 or subsection 
113(1) or 138(6) in computing his taxable income for the year 


Cl. 111(8)(b)(i)(A) substituted by 1986, c. 6, subsec. 59(4), applica- 
ble to 1985 et seq. except that for the 1985 taxation year cl. 
111(8)(b)(i)(A) shall be read as follows: 


Cr 


(A) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
ness or property, his allowable business investment loss for 
the year, the amount determined under subparagraph 3(d)(ii) 
in respect of the taxpayer for the year or an amount deducti- 
ble under paragraph 110(1)(d), (d.1), (d.2), (d.3), (f) or (Qj), 
section 110.6 or 112 or subsection 113(1) or 138(6) in com- 
puting his taxable income for the year 


111(8)(b)G)(A) formerly read: 


(A) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
ness or property, his allowable business investment loss for 
the year, the amount determined under subparagraph 3(d)(ii) 
in respect of the taxpayer for the year or an amount deducti- 
ble under paragraph 110(1)(d) or (f), section 112 or suibsec- 
tion 113(1) or 138(6) in computing his taxable income for the 
year 


All that portion of para. 111(8)(b) preceding subpara. (iii) substi- 
tuted by 1985, c. 45, subsec. 57(4), applicable to 1985 et seg. That 
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portion formerly read: 


] 2 ; 
(b) “non-capital loss” of a taxpayer for a taxation year means | 
the amount, if any, by which | 
(i) the aggregate of all amounts each of which is the tax- | 
payer’s loss for the year from an office, employment, 


business or property, his allowable business investment | 


loss for the year, the amount determined under subpara- 
graph 3(d)(ii) in respect of the taxpayer for the year or an | 
amount deductible under paragraph 110(1)(d) or (f), sec- 
tion 112 or subsection 113(1) or 138(6) in computing his 


taxable income for the year 
exceeds the aggregate of 


(ii) the amount determined under paragraph 3(c) in re- 
spect of the taxpayer for the year, 


Subpara. 111(8)(b)(i) substituted by 1984, c. 45, s. 36, to add refers, | 
ence to para. 110(1)(d), applicable to 1984 et seq. | 


Para. 111(8)(b) substituted by 1984, c. 1, subsec. OD applicable 
to 1982 et seg. except that 


(a) in its application to the 1982 taxation year, the para. shall be 
read without reference to subparagraphs (ii1) and (iv) thereof; 
and 


(b) in its application to taxation years ending before October 
1983, the para. shall be read without reference to “the amount 
determined under subparagraph 3(d)(ii) in respect of the tax- 
payer for the year”. 


Para. 111(8)(b) formerly read: 


(b) “non-capital loss” — “non-capital loss” of a taxpayer for 

a taxation year means the amount, if any, by which 
(i) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, 
business or property, his allowable business investment 
loss:for the year; and all amounts deductible under sec- 
tion 112 or subsection 113(1) or 138(6) from the tax- 
payer’s income for the year 


exceeds 


(ii) the amount determined under paragraph 3(c); and 


Subpara. 111(8)(b)(i) substituted by 1977-78, c. 42, s. 7, applicable 
to 1978 et seq. Subpara. 111(8)(b)(i) formerly read:~ ; 


(i) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
ness or property and all amounts deductible under section 112 
or subsection 113(1) or 138(6) from the taxpayer’s income 
for the year 


Subpara. 111(8)(b)(i) substituted by 1977-78, c. 1, subsec. 54(5), 
applicable to 1972 et seq. 


Selected Cases [subsec. 111(8)“non-capital loss”]: Taylor 
v. Canada, [1991] 1 C.T.C. 304 (FCA) (No carryforward of “non- 
capital loss of other years” incurred during non-residency). 

Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and ‘wind- 
ings-up have on their deductibility — after January’ 15, 1987; IT- 
484R2: Business investment losses. See also list at-end of,s. 111. 


“pre-1986 capital loss balance” of an individual for 
a particular taxation year means the amount deter- 
mined by the formula 


(A + B) -(C + D+ E) 


where | 
A..1s the total of all amounts each of which is an 


amount determined by the formula 


F+~G 
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~ where 


ticular taxation year, 


F is the individual’s net capital loss fora Caran Pre-RSC History: The definition “pre-1986 capital loss balance” 


tion year ending before 1985, and 


© G is the total of all amounts claimed under this 
section by the individual in respect of that loss 
in computing the individual’s taxable income 
for taxation years preceding the particular tax- 
ation year, and at 


B is the amount determined by the formula. 
He 
where 
His the lesser of 


(a) the amount of the individual’s net capital 
loss for the 1985:taxation year, and 


(b) the.amount, if any, by which the amount 
determined under subparagraph 3(e)(ii) of the 
Income Tax.Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in.respect of the in- 
dividual for the 1985 taxation year exceeds 
the amount deductible by reason of paragraph | 
3(e) of that Act in computing the individual’s 
taxable income for the 1985 taxation year, and 


I is the total of all amounts claimed under this _ 
section by the individual in respect of the indi- 
vidual’s net capital loss for the 1985 taxation 
year in computing the individual’s taxable in- 
come for taxation years preceding idee particu- 

’ Jar-taxation year, 


Pe ick oF. total of all amounts deducted under section 
~ 110.6 in computing the individual’s taxable in- 
come for taxation years preceding 1988, 


D is 3/4 of the, total of all the amounts. deducted 
under section 110.6 in computing the individual’s 
taxable income for. taxation. years, preceding, the 
particular year and ending after 1987 and before 
1990, and 


E is 7/3 of the total of all the amounts deducted 
under section 110.6 in computing the individual’s 
taxable income for taxation. years preceding the | 
particular year and ending after 1989. 


Related Provisions: 161(7) — Effect of carryback of, loss, : 
257 — Formula amounts cannot calculate to less than zero. See ad- 
ditional Related provisions and Definitions at end of’'s: 111. 


History: The descriptions of G and I in “pre- 1986 capital loss bal- 
ance” in subsec. 111(8) substituted by 1994, c. 7,'Sch. II (1991, c. 
49). subsecs: 83(4), (5), applicable to the computation of taxable in- 
come for 1985 et seg. Those: descriptions formerly read; 


G.. is the total: of ‘all, amounts deducted. by. the individual 
under this section in.respect of that loss in computing the 
individual’s taxable income for taxation years preceding 
the particular taxation year, 


I is the total of all amounts deducted by the individual 
:; under this. section in respect of the individual’s net capital 
loss for the 1985 taxation year in computing ‘the individ- 
ual’s taxable income for taxation years preceding the par- 
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was para. 111(8)(b.2). Descriptive subparagraphs have been re- 
placed by the formula. The pre-R.S.C. version read: 


(b.2) “pre-1986 capital loss balance” — “pre-1986 capital 
loss balance” of an individual for a particular taxation year 
means the amount, if any, by which the total of 


(i) the aggregate of all amounts each of which is the 
amount, if any, by which 


(A) his net capital loss for a taxation year ending 
before 1985 


exceeds. 


(B) the aggregate of amounts deducted by him under 
this section in respect of that loss in computing his 
taxable income for taxation years preceding the par- 
ticular taxation year, and 


(ii) the amount, if any, by which the lesser of 


(A) the amount of his net capital loss for the 1985 
taxation year, and 


(B) the amount, if any, by which the amount deter- 
mined under subparagraph 3(e)(ii) in respect of the 
individual for the 1985 taxation year exceeds the 
amount deductible by virtue of paragraph 3(e) in 
computing his taxable income for the 1985 taxation 
year 
exceeds 

(C) the aggregate of amounts,deducted by him under 
this section in respect of his net capital loss for the 
1985 taxation year in computing his taxable income 
for taxation years preceding the particular taxation 
year, 


exceeds the total of 


(iii) the aggregate of amounts Teducied under section 
110.6 in computing his taxable income for taxation years 
preceding 1988, . 


(iv) 34 of the aggregate of amounts deducted under sec- 
-tion 110.6 in computing his taxable income for. taxation 
\ years preceding the particular year and ending after 

1987 and before 1990, and 


(v) 74 of the aggregate of amounts Jelgoied under section 
110.6 in computing his taxable income for taxation years 
preceding the particular year and ending after 1989; and 


That portion of para. 111(8)(b.2) following cl. (ii\(C) substituted by 
1988, c. 55; subsec. 83(9), applicable to 1988 et seq., except that 


(a) for the purpose of computing a corporation’s taxable income 
for'a taxation year ending before July 1988 the amount of the 
corporation’s, non-capital loss for another taxationyear, ending 
after June 1988 shall be deemed to be the amount, if any, by 
which 


(i) the amount that would, but for this paragraph, be. the 
non-capital loss for the other year, 


exceeds 
(ii) /s of the lesser of 


(A) the amount deductible under para. 110(1)(k) in 
computing the corporation’s taxable income for the 
other year, and 


\(B) the amount that would, but for this paragraph, be 
the non-capital loss for the other year; 


(b) for'the purpose of computing a Corporation’s taxable income 
for a taxation year ending after June 1988, the amount of the 
corporation’s non-capital loss for another taxation year ending 


S..111(8) pre 


before July 1988 shall be deemed to be the aggregate of 


(i) the amount that would, but for. this paragraph, -be the 
non-capital loss for the other year, and 


(ii) '/4’of the lesser of 


(A) the amount deductible under para..110(1)(k) in 
computing the -corporation’s taxable income for the 
other year,.and 


(B) the amount that would, but for this paragraph, be 
the non-capital loss for the other year; and 


(c) for the purpose of subsec. 111(3), the aggregate of all 
amounts each of which is an amount deducted in computing a 
corporation’s taxable income or an amount claimed under Part 
IV for a taxation year ending before July 1988 in respect of a 
non-capital loss for: another taxation year ending after June 
1988. shall be deemed to. be the aggregate of 


(1) all amounts so deducted or so claimed, and 
(ii) '/4 of the amount, if any, by which 

(A) all the amounts so deducted or so claimed 
exceeds 


(B) the amount, if any, by which the amount deductible 
for the’ year in respect of the non-capital loss exceeds “/s 
of the amount deductible under para. 110(1)(k) in com- 
puting the corporation’s taxable income for the other 
year. 

That portion of para. 111(8)(b.2) formerly read: 


exceeds the aggregate of amounts deducted under section 
110.6 in computing his taxable income for taxation years pre- 
ceding the particular taxation year; and 


Para. 111(8)(b.2) added by 1986, c. 6, subsec. 59(5), applicable to 
1985 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-262R2: Losses of non- -residents and 
part-year residents. See also list at end of s. 111. 


(9) Exception — In this section, a taxpayer’s non- 
capital loss, net capital loss, restricted farm loss, 
farm loss and limited partnership loss for a taxation 
year during which the taxpayer was not Tesident in 
Canada shall be determined as if 


(a) throughout the portion of the year referred to 
in paragraph 114(b), where section 114 applies to 
the taxpayer in respect of the year, and 


(b) throughout the year, in any other case, 


the taxpayer had no income other than income de- 
scribed in subparagraphs 115(1)(a)@) to (vi), the tax- 
payer’s only taxable capital gains and allowable cap- 
ital losses were taxable capital gains and allowable 
capital losses from the disposition of taxable Cana- 
dian property and the taxpayer’s only losses were al- 
lowable business investment losses and losses from 
duties of an office or employment performed by the 
taxpayer in Canada and businesses carried on by the 
taxpayer in Canada. 

Related Provisions: 80(1)“excluded property” — Properties to 
which debt forgiveness rules do not apply; 161(7) — Effect of car- 


ryback of loss. See additional Related provisions and) Definitions at 
end of s. 111. 


History: That portion of subsec...111(9) following para. (b) 
amended by 1994, ¢..7,,Sch. VIII (1993, c. 24), subsec. 49(2), appli- 
cable to 1991 et seg. and with respect to the computation of taxable 
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income and taxable income earned in Canada for those years. That 
portion formerly read: . 
the taxpayer had no income other than income described in | 
subparagraphs 115(1)(a)(i) to (vi), the taxpayer’s only taxable 
capital gains and allowable capital losses were taxable capital 
gains and allowable capital losses from the disposition of tax- 
able Canadian property and the taxpayer’s only losses were 
losses from businesses carried on by the taxpayer in Canada. 


Pre-RSC History: Subsec. 111(9) was para. 111(8)(c). 


Para. 111(8)(c) amended by 1986, c. 55, subsec. 34(5), to substitute | 
“restricted farm loss, farm loss and limited partnership loss” for “re- 
stricted farm loss and farm loss”, applicable after February 25, | 7 
1986. | 


Para. 111(8)(c) substituted by 1984, c. 1, subsec. 54(5), applicabli 
with respect to computation of taxable income for 1983 et seq. and 
with respect to losses determined for 1983 et seq. Para. 111(8)(@) 
formerly read: 


(c) reference in section 3 — a reference to any amount de- 
termined under any paragraph or subparagraph of section 3 
for a taxation year shall be read as a reference to, 


(i) in the case of a taxpayer to whom section 114 applies 
in respect of the year, the amount determined under any 
such paragraph or subparagraph for the year for the pur- 
poses of section 114, and 


(ii) in the case of a taxpayer who at no time in the year 
was resident in Canada, the amount determined under 
any such paragraph or subparagraph for the year for the 
purposes of section 115. 


Interpretation Bulletins: IT-262R2: Losses of non-residents and 
part-year residents; IT-393R2: Election re tax on rents and timber 
royalties — non-residents. 


(10). Fuel tax rebate loss abatement — Where 
in a particular taxation year a taxpayer received an 
amount (in this subsection referred to as a “rebate”) 
as a fuel tax rebate under subsection 68.4(2) or (3.1) 
of the Excise Tax Act, in computing the taxpayer’s 
non-capital loss for a taxation year (in this subsec- 
tion referred to as the “loss year’) that is one of the 7 
taxation years preceding the particular year, there 
shall be deducted the lesser of » 


(a) the amount determined by the formula . 


10 (A -B)-C 
where 


A is the total of all rebates received by the tax- 
payer in the particular year, 


B is the total of all amounts, in respect of rebates 
received by the taxpayer in the particular year, 
repaid by the taxpayer under subsection 
68.4(7) of that Act, and 


C is the total of all amounts, in respect of rebates 
received in the particular year, deducted under 
this subsection in computing the taxpayer’s 
non-capital losses for other taxation years; and 


(b) such amount as the taxpayer claims, not ex- 
ceeding that portion of the taxpayer’s non-capital 
loss for the loss year (determined without refer- 
ence to this subsection) that would be deductible 
in computing the taxpayer’s taxable income for 
the particular, year if the taxpayer had sufficient 
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income for the particular year from businesses 
carried on by the taxpayer in the particular year. 


Related Provisions: 12(1)(x.1)— Income inclusion — fuel tax 
rebates; 111(8)non-capital loss’D.1 — Claim under 111(10) 


reduces non-capital loss; 111(11) — Fuel tax rebate loss abate- 


ment — partnerships. 


History: That portion of subsec.111(10) before para. (b) amended 
by 1997, c. 26, subsec. 84(1), applicable to 1997 et seg. That por- 
tion formerly read: 


(10) Where, in a particular taxation year, a taxpayer received 
an amount (in this subsection referred to as a “rebate”) as a 
__ fuel tax rebate under subsection 68.4(2) of the Excise Tax 

Act, in computing the amount of the taxpayer’s non-capital 

loss for a taxation year (in this subsection referred to as the 

“Joss year’) that is one of the 7.taxation years preceding the’ 

particular year, there shall be deducted the lesser of 

(a) the amount, if any, by which: 

(i) 10 times the amount, if any, by which 44 
(A) the total of all rebates received by the tax-. 
payer in the particular year 

exceeds 
(B) the total of all amounts, in respect of rebates 
received by the taxpayer in the particular year, 
repaid by the taxpayer under subsection 68 am 
of that Act: 


eds 


~ (ii) the’ total \of all amounts, in respect ‘of rebates re- 
ceived in the: particular, year, deducted under this 
subsection in computing the taxpayer’s non-capital 
losses for other taxation years, and 


Subsec. 11110) added by 1994, c. 7, Sch. VI (1992, c. 29), Subgec} 
5(2), applicable to amounts received after 1991 (originally added as 
subsec. (9) before R. S.C. 1985 (Sth Supp.) consolidation). 


(11) Fuel tax rebate — partnerships — Where a 
taxpayer was a member of a partnership at any time 
in a fiscal period of the partnership during which it 
teceived.a fuel tax rebate’ under subsection 68. 4(2), 
(3) or (3:1) of the Excise Tax mers the ep is 
deemed 


(a) to have received at that time as a rebate under 
subsection 68.4(2), (3) or (3.1), as the case may 
be, of that Act an amount equal to that proportion 
of the amount of the rebate received by the part- 
nership that the member’s share of the partner- 
ship’s income or loss for that fiscal period is of 
the whole of that income or loss, determined 
without reference to any rebate under section 
68.4 of that Act; and 


(b) to have paid as a repayment under subsection 
68.4(7) of that Act an amount equal to that pro- 
portion of all amounts repaid under subsection 
68.4(7) of that Act in respect of the rebate that 
the member’s share of the partnership’s income 
or loss for that fiscal period is of the whole of 
that income or loss, determined without reference 
to any rebate under section 68.4 of that Act. 


Related Provisions: 12(1)(x.1) — Income inclusion —~ fuel. tax 
rebates. 


History: That portion of subsec. 111(11) before para. (b) amended 
by 1997, c. 26, subsec. 84(2), applicable to 1997 et seq. That: por- 
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tion formerly.read:: = 


(11) Idem — partnerships — Where a taxpayer was a mem- 
ber of a partnership at any time in a fiscal period during © 
which the partnership received a-fuel tax rebate under subsec- 
tion 68.4(2) or (3) of the Excise Tax Act, the taxpayer ise 
deemed 


(a) to have received at that time as a rebate under subsec- 
tion 68.4(2) or (3), as the case may be, of that Act-an 
amount equal to that proportion of the amount ofthe re-' 
bate received by the partnership that the member’s share 
of the partnership’s income or loss for that fiscal period ~ 
is of the whole of that income or loss, determined without 
reference to any rebate under section 68.4 of that Act; 
and 


Subsec. 111(11).added by 1994, c. 7, Sch: VI (1992, 0:29), subsec. 
5(2), applicable to amounts received after 1991 (originally added as 
subsec. (10) before R.S.C. 1985 (Sth Supp.) consolidation). 


Related Provisions [s. 111]: 31(1) — Loss from farming where 
chief source of income not farming; 66.8(1) — Resource expenses 


| of limited partner; 87(2.1) —Non-capital loss; net, capital loss, re- 


stricted farm loss and farm loss of predecessor corporation; 
87(2.11) — Losses, etc., on amalgamation with subsidiary wholly- 
owned ‘corporation; 88.1 — Non-capital loss, net capital loss, re- 
stricted farm loss; and farm loss of: subsidiary; 96(2.2) — At-risk 
amount; 104(21) — Portion of taxable capital gains deemed gain of 
beneficiary; 111.1 — Ordering of applying provisions; °127.52(1) — 
Adjusted taxable income determined; -128(1)(g), 128(2)(g): — 
Where corporation or individual is bankrupt; 152(1.1)- (1.3) — De- 
termination of losses; 152(6) — Reassessment; 164(6) — Where 
disposition of property by legal representative of deceased taxpayer; 
256(8) — Deemed acquisition of shares. 


Definitions [s. 111]: vA Sa hea cts gp (9); “active busi- 
ness” — 248(1); “adjusted cost base” — 54, 248(1); “allowable 
business investment loss” — 38(c), 248(1); “allowable capital 
loss” — 38(b), 248(1); “amount” — 248(1); “arm’s length” — 
251(1); “assessment”, “business” — 248(1): “Canada? —= 259; “Cas 
nadian development expense” — 66.2(5), 248(1); “Canadian explo- 
ration expense” — 66.1(6), 248(1); “Canadian oilsand gas property 
expense” — 66.4(5), 248(1);: “capital loss” —39(1)(b), 248(1)3 
“capital property” — 54, 248(1); ‘carrying on business” —253; 
“control” — 256(7)-(9); “corporation” — 248(1), Jnterpretation 
Act 35(1); “cumulative eligible capital” — 14(5), 248(1); “deprecia- 
ble property” — 13(21), 248(1); “eligible capital property” — 54, 
248(1); “employment”, “farming” — 248(1); “farm loss” — 111(8), 
248(1); “fiscal period” — 248(1), 249(2)(b), 249.1; “fishing” — 
248(1); Mforeies exploration and development eHpenses? “+ 66(15), 
248(1);> “individual”, “imsurer” — 248(1); “investment tax 
credit” — 127(9), 248(1); “life insurer” — 248(1);. “limited -part- 
ner” — 96(2.4); “limited partnership loss” — 96(2.1)(e), 248(1); 
“Minister” — 248(1); “net capital loss” — 111(8), 248(1); “1975 
branch accounting election deficiency” — 111(7.11),.138(12); 
“non-capital loss” — 111(8); 248(1); “office”, “person”, “pre- 
scribed”, “property”, “regulation” — 248(1); “resident in. Can- 
ada” — 250; “restricted farm loss” — 31, 248(1); “tax payable” a 
248(2); “taxable capital gain! — 38, 248(1); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “taxpayer” reece ly 
depreciated capital cost” — 13@1), 248(1). 


Interpretation Bulletins [s. 414]: IT-171R2: Non- resident indi- 
viduals — computation’ of taxable income earned in Canada and 
non-refundable tax credits; IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm: losses, farm. losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income; IT-322R: Farm. losses; IT-381R3: Trusts — capital gains 
and losses and the flow-through of taxable capital gains. to benefi- 
ciaries; IT-474R; Amalgamations:of Canadian corporations; IT- 
478R: CCA — recapture and: terminal loss. 
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111.1 Order of applying provisions — In com- 
puting the taxable income of an individual for a taxa- 
tion year, the provisions of this Division shall be ap- 
plied in the following order: subsection 110.4(2) and 
sections 110, 111, 110.6 and 110.7. 


Pre-RSC History: S. 111.1 substituted by 1988, c. 55, s. 84, 
applicable to 1987 et seq., except that for the 1987 taxation year the 
reference to “subsection 110.4(2) and sections 110, 111, 110.6 and 
110.7” shall be read as “subsection 110.4(2), sections 109, 110.1, 
110.2, 110, 110.3, 111, 110.6 and 110.7 and subsection 110.4(1)”. 
S. 111.1 formerly read: 


111.1 Order of applying provision — In computing the tax- 
able income of an individual for a taxation year, the provi- 
sions of this division shall be applied in the following order: 
subsection 110.4(2), sections 109, 110.1, 110.2, 110, 110.3, .. 
111 and 110.6 and subsection 110.4(1). 


S. 111.1 amended by 1986, c. 6, s. 60, applicable to 1985 er seg. to 
substitute “111 and 110.6 and subsection 110,4(1)” for ‘“and.111 
and subsection 110.4(1)”. 


S. 111.1 substituted by 1984, c. 1, s: 55, applicable to 1983 et seg. 
S. 111.1 formerly read: 


111.1 Ordering — In computing the taxable income of an in- 
dividual for a taxation year, the provisions of this Division 
shall be applied in the following order: section 109, 110.1, 
110.2 and 110. ‘ 


S. 111.1 added by 1974-75-76, c. 26, s. 71, applicable to 1975 et 
Seq. ; in 


Definitions [s. 111.1]: “individual” 
come” — 2(2), 248(1); “taxation year” — 


— 248(1); “taxable. in- 
249. 

Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — Their composition and deductibility in computing taxable 
income; IT-523: Order of provisions applicable in computing an in- 
dividual’s taxable income and tax payable. 


112. (1) Deduction of taxable dividends 
received by corporation resident in Can- 
ada — Where a corporation in a taxation year has 
received a taxable dividend from 


(a) a taxable Canadian corporation, or 


(b) a corporation resident in Canada (other than.a 
non-resident-owned investment. corporation or a 
corporation exempt from tax under this Part) and 
controlled by it, 


an amount equal to the dividend may be deducted 
from the income of the receiving corporation for the 
year for the purpose of computing its’ taxable 
income. 


Related Provisions: 55(2)—Capital gains _ stripping; 
80.03(4)(b)(i)(A), 80.03(4)(b)(ii)(A) — Deemed capital gain based 
on deductible dividends following debt forgiveness; 112(2) — Divi- 
dends received from non-resident corporation; 112(2.1)-(2.6) — 
Where no deduction permitted; 112(3)-(6.32) — Denial of capital 
loss on share where intercorporate dividend previously paid; 
112(4)-(4.3) — Loss on share held as inventory; 112(5.2)B(b)(i), 
(ii) — Adjustment for dividends received on mark-to-market prop- 
erty; 115(1)(d.1) — Deduction from income of non-resident; 
137(5.2) — Credit union — allocations of ‘taxable dividends and 
capital gains; 138(6) — Life insurer; 186(1) — Tax payable on cer 
tain taxable dividends; 186(3)“assessable dividend” — Part IV tax; 
219(1)(b) — Branch tax on non-resident corporations. See addi- 
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tional-Related provisions and Definitions at-end of s. 112. 


Pre-RSC History: Para. 112(1)(b) substituted by 1980-81-82-83, 
c. 140, subsec. 71(1), to add reference to the-words “ora corpora- 
tion exempt from tax under this Part” applicable with respect to.div- 
idends received after November 12, 1981. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-98R2: 


Investment corporations; IT-232R2: Non-capital losses, net capital 
losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income; IT-269R3: Part IV tax on dividends received by a private 
corporation or a subject corporation; IT-328R3: Losses on shares on 
which dividends have been received; IT-385R2: Disposition of an 
income interest in a trust; IT- 524: Trusts — flow-through of taxable 
dividends toa beneficiary — after 1987. 


Information Circulars: 88-2, para:13: General anti-avoidance 


. tule — section 245 of the Income Tax Act. 


Advance Tax Rulings: ‘ATR-16: Inter-company dividends and 
interest expense; ATR-18: Term preferred shares; ATR-22R: Estate 
freeze using share exchange; ATR-27: Exchange and acquisition of 
interests in capital properties through rollovers and winding-up 


| (“butterfly”); ATR-32: Rollover of fixed assets from Opco into 


Holdco; ATR-35: Partitioning of assets to get specific ownership — 
“butterfly”; ATR-46: Financial difficulty; ATR-57: Transfer of 
property for estate ‘Planning purposes; ATR-58: Divisive 
reorganization. 


(2) Dividends received fravi non-resident 
corporation — Where a taxpayer that is a corpora- 
tion has, in a taxation year, received a dividend from 
a corporation (other than a foreign affiliate of the 
taxpayer) that was taxable under subsection 2(3) for 
the year and that has, throughout the period from 
June 18, 1971 to the time when the dividend was re- 
ceived, carried on a business in Canada through a 
permanent establishment as defined by regulation, an 
amount equal to that proportion of the dividend that 
the paying corporation’s taxable income earned in 
Canada for the immediately preceding year is of the 
whole of the amount that its taxable income for that 
year would have been if it-yhad been resident in Can- 
ada throughout that year, may be deducted from the 
income of the receiving corporation for the taxation 
year for the purpose of computing its taxable 
income. 

Related Provisions; 55(2)—Capital, gains _ stripping; 
112(2.1)-(2.6) — Where -no deduction permitted; 112(5; 2)B(b)(i), 
(11) — Adjustment for dividends received on mark-to-market prop- 
erty; 113(1) — Deduction for dividend. from foreign affiliate; 

115(1)(d.1) — Deduction from income of non-resident; 137(5.2) — 
Credit union — allocations of taxable dividends and capital gains; 
186(3)“assessable dividend” — Part IV tax; 247(1) — Dividend 


stripping. See additional Related provisions and Definitions at end 
OS. hz: 


Pre-RSC History: Subsec.. 112(2) substituted by 1974-75-76, c. 
26, subsec.. 72(1), applicable to 1972 et seq. 


Regulations: 400(2) (meaning of “‘permanent establishment” until 
April 26, 1989); 8201 (meaning of “permanent establishment” ef- 
fective 10:00 p.m., April 26, 1989). 


(2.1) Where no deduction permitted — No de- 
duction may be made under subsection (1)-or-(2) in 
computing the taxable income of a specified finan- 
cial institution in respect of a dividend received by it 
ona share that was, at the time the’ dividend was 
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paid, a term preferred share, other than a dividend 
paid on a share of the capital stock of a corporation 
that was not acquired in the ordinary course of the 
business carried on by the institution, and for the 
purposes of this subsection, where a restricted finan- 
cial institution received the dividend on a. share of 
the capital stock of a mutual fund corporation or an 
investment corporation at any time after that mutual 
fund corporation or investment corporation has 
elected pursuant to subsection 131(10) not to be a re- 
stricted financial institution, the share shall be 
deemed to be a term preferred share acquired 1 in the 
ordinary course of business. 


Related Provisions: 84(4.2) — Deemed dividend where paid-up 
capital of term preferred share reduced; 191(4) — Subsection 
112(2.1) deemed not to apply; 248(1) — “amount” of a stock divi- 
dend; 248(14) — Specified financial institution — corporations 
deemed related; 258(2) — Deemed dividend on term preferred 
share. See additional Related provisions se Definitions at end of s. 
112. 


Pre-RSC History: Subsec. 112(2:1) substituted by 1988, c. 55, 
subsec. 85(1), applicable with respect to'dividends received after 
June. 18, 1987..Subsec. 112(2.1) formerly read: 


(2.1) Where no deduction permitted — No deduction may 
be made under subsection (1) or (2) in computing the taxable 
income of a particular corporation (in. this section and sec- 
tions 248 and 258 referred to as a “specified financial institu- 
tion”) that is 


(a) a corporation described i in any of chsentonte 39(5)(b) 
to (fy . 


(b) a corporation that is controlled by one or more corpo- 
rations described in paragraph (a), or 


* (c) a corporation associated with a oem ron described 
in paragraph (a) or (b), 


in respect of a dividend received by the specified financial 
institution on a share that was, at the time the dividend was 
paid, a term preferred share, other than .a dividend paid on a 
share of the capital stock of a corporation that was not ac- 
quired in the ordinary course of the business carried.on by the 
institution. ; 


Para.' 112(2.1)(a) amended by 1985, c. 45, s. 58, to delete “or an 
insurance corporation”: which foe i the words “paragraphs 
39(5)(b) to (f)” 

Subsec. 112(2.1) substituted by 1980-81-82-83, c. 48, subsec. 61(1), 
applicable with respect to dividends received after November 16, 
1978 except that, with respect to dividends received by an insurance 
corporation (other than a life insurance corporation), it is applicable 
with respect to dividends received on shares acquired after October 
23, 1979 and with respect to dividends received by a corporation 
described in para. 112(2.1)(c) but not in para, 112(2.1)(a) or (b), it is 
applicable with respect to dividends received on shares acquired af- 
ter December 11, 1979. Subsec. 112(2.1) formerly read: 


(2.1) No deduction may be made under subsection (1) or (2), 
in computing the taxable income of a particular corporation 
that is 


. (a), a corporation desctibed ' in any of paragraphs 39(5)(b) 
to. (f) or an insurance corporation, 


(b) a corporation in which a corporation described in par- 
agraph' (a) has an equity percentage (within the meaning 
that would be assigned by paragraph 95(4)(b) if 
(i) the rules in paragraph 94(1)(d) were applicable to 
all trusts, wherever resident, and 


(ii) the references in subparagraph 95(4)(a)(i) to 


S; 112(2.2) 


_. “number, of shares”. and pumber of issued shares”. 
were read as references to “number of issued. shares. . 
other than shares that were not term preferred shares 
on November 17, 1978, but would have been term’ 
preferred shares on that day} had they not been is- 
sued before that day, or that are not term preferred: 

_ shares, by, reason of haying, been issued pursuant to 

“an agreement in writing made before November 17, 
1978 and, in either case, that were issued in a trans- 
action between persons dealing at arm’s length”): 


of not less than 10%, or 

(c) a corporation whose principal business is the owner- 
ship of shares, and that is or would be, if all corporations 
described in paragraphs (a). and: (b)>were» members: of a 
related group, controlled by a related group of corpora- 
tions described in paragraph (a) or (b), . 


“in n respect of a dividend received on a term preferred. share by 
the ‘particular corporation other ‘than a dividend paid on a 
Share ‘of the capital stock of a corporation that was not ac- 

‘quired in the ordinary course of the business carried ‘on by the 

, ‘particular corporation. =e 


Subsec. 112(2: 1) added by: 1979; c. 5,/81'36, subsec. 112(2:1), appli 


| cable in respect of dividends received after November 16, 1978 ex- 


cept that, in its application to dividends. received, by an insurance 
corporation, (other than a life insurance corporation) it 1s applicable 
only in respect of dividends received on shares acquired after Octo- 
ber'23, 1979. **: 


Interpretation Bulletins: IT- 52R4: Income bonds and i income 
debentures; IT-88R2: Stock dividends. 


Advance Tax Rulings: ATR-10: Issue of term preferred shares: 


| ATR-16: Inter-company dividends and interest expense; fxTR- 18: 


Term preferred shares; ATR-46: Financial difficulty. 


(2.2) Idem — No deduction may be made under 
subsection (1), (2) or 138(6) in computing the taxa- 
ble income of a particular corporation in respect of a 
dividend received on a share ‘of the capital stock of a 
corporation that was issued after°8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 where a-person 
or partnership (other than the issuer ofthe share or 
an individual other than’a trust) that is a specified 
financial institution or a specified person in relation 
to any such institution was, at or immediately before 
the time the dividend was paid, obligated, either ab- 
solutely or contingently and either immediately or in 
the future, to effect any undertaking (in this subsec- 
tion referred to as a “‘guarantee agreement”), includ- 
ing any guarantee, covenant or agreement) to 
purchase, or repurchase the share. and. including the 
lending. of funds to or the, placing of amounts on de- 
posit with, or on behalf.of, the particular corporation 
or: any specified person in relation to the particular 
corporation given to ensure that 


(a) any loss that the particular corporation or a 
specified person in relation to the particular cor- 
poration may sustain by reason of the. ownership, 
holding. or disposition of the share.or any: other 
property is limited in any respect, or 


(b) the particular corporation or a specified per- 
son in relation to the particular corporation will 
derive earnings by reason of the ownership, hold- 
ing. or disposition of ine share or any,other 


pro perty, 
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and the guarantee agreement was given as part of a 
transaction or event or a series of transactions or 
events that included the issuance of the share, except 
that this subsection does not apply to a dividend re- 
ceived on 


(c) a share that was at the time the dividend was 
received a share described in paragraph (e) of the 
definition “term preferred share” in subsection 
248(1) during the applicable time period referred 
to in that paragraph, 


(d) a grandfathered share, a taxable preferred 
share issued before December 16, fon or a pre- 
scribed share, or 


(e) a taxable preferred share issued after Decem- 
ber 15, 1987 and of a class of the capital stock of 
a corporation that is listed on a prescribed stock 
exchange where all guarantee agreements in re- 
spect of the share were given by the issuer of the 
share, by one or more persons that would be re- 
lated to the issuer if this Act were read without 
reference to paragraph 251(5)(b) or by the issuer 
and one or more such persons unless at the time 
the dividend is received the shareholder or the 
shareholder and specified persons in relation to 
the shareholder receive dividends in respect of 
more than 10 per cent of the issued and outstand- 
‘ing shares to which the guarantee agreement 
applies, 


and for the purposes of this subsection 


(f) where a guarantee agreement in. respect of a 
share is given at any particular time after 8:00 
p-m. Eastern Daylight Saving Time, June 18,. 
1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before 8:00 p.m. 
Eastern Daylight Saving Time, June 18, 1987, the 
share shall be deemed to have been issued at the 
particular time and the guarantee agreement shall 
be deemed to have been given as part of a series 
of transactions that included the, issuance of. the 
share, and 


(g) “specified person” has the meaning usted 
by paragraph (h) of the definition “taxable pre- 
ferred share” in subsection 248(1). 


Related Provisions: 84(4.3) — Deemed dividend where paid-up 
capital of guaranteed share reduced; 87(4.2) — Amalgamations; 
248(1) — “amount” of a stock dividend; 248(10) — Series of trans- 
actions; 248(14) — Specified financial institution — corporations 
deemed related; 258(3) — Deemed interest on preferred shares. See 
additional Related provisions and Definitions at end of s. 112. 


Pre-RSC History: Subsec. 112(2.2) substituted by 1988, c. 55, 
subsec. 85(2), applicable with respect to dividends received on 
shares (other than grandfathered shares) issued after 8 p.m. EDST, 
June 18, 1987 and on shares deemed by para. 112(2.2)(f) to have 
been issued after 8 p.m. EDST, June 18, 1987. Subsec. 112(2.2) for- 
merly read: 


(2.2) Idem — No deduction may be made under subsection 
(1) or (2) in computing the taxable income of a particular cor- 
poration in respect of a dividend received on a share of the 
capital stock of a corporation that was acquired after October 
23, 1979, if a person (other than the issuer of the share) that is 
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a specified financial institution or a person related thereto ora 
partnership or trust of which any such institution or a person 
related thereto is a member or beneficiary. was obligated, ei- 
ther absolutely or contingently and either at or after the time 
the dividend was paid, to effect any undertaking (in this sub- 
section referred to as a “guarantee agreement”), including any 
guarantee, covenant or agreement to purchase or repurchase - 
the share, given to ensure that : 


(a) any loss that the particular corporation or any partner- 
ship or trust of which the particular corporation is a 
member or a beneficiary may sustain by virtue of the 
ownership, holding or disposition of the share is limited 
in any respect, or 


(b) the particular corporation or any partnership or trust 
of which it is a member or a beneficiary will derive earn- 
ings by virtue of the ownership, holding or disposition of - 
the share, 


except that this subsection does not REY to a dividend re-_, 
ceived on 


«¢) a share described in paragraph ) of the definition 
“term preferred share” in subsection 248(1), 


(d) a share listed on a prescribed stock exchange in Can- 
ada that was issued after April 21, 1980 by 


(i) a corporation described in paragraph (2.1)(a), or 


(11) a corporation that would be associated with a cor- 
poration referred to in subparagraph (i) if this Act 
were read without reference to paragraph 251(5)(b), 


where all guarantee agreements in respect of the share 
were given by the issuer of the share, by one or more 
persons that would be associated with 'the issuer if this 
Act were read without reference to paragraph 251(5)(b) 
or by the issuer and one or more such persons, 


(e) a share that is listed on a prescribed stock exchange in 
Canada and was issued before April 22, 1980. by a corpo- 
ration described in any of paragraphs 39(5)(b) to (f) or by 
a corporation associated with any such corporation, or 


(f) [Repealed] 
(g) a share that is a prescribed share. 


Para. 112(2.2)(f) repealed by 1986, c. 6, subsec. 61(1), applicable 
with respect to shares issued after May 23, 1985 other than shares 
issued pursuant to an agreement in writing entered into on or before 
May 23, 1985 and shares distributed to the public in accordance 
with the terms of a prospectus, preliminary prospectus or registra- 
tion statement filed before May 24, 1985 with a public authority in 
Canada pursuant to and in accordance with the securities legislation 
of Canada or of any province and, where required by law, accepted 
for filing by such authority. Para. 112(2.2)(f) formerly read: 


(f) a share owned, at the time the dividend was paid, by a 
specified financial institution that acquired the share in the 
- ordinary course of its business, or 


Para. 112(2.2)(g) added by 1980-81-82-83, c. 140, subsec. 71(2), 
applicable with respect to dividends received after October 23, 
1979. 


Subsec. 112(2.2) substituted by 1980-8 1-82-83, c: 48, subsec. 61(1). 
By 1980-81-82-83, c. 48, subsec. 61(3), subsec. 112(2.2) is applica- 
ble after October 23, 1979. Subsec. 112(2.2) formerly read: 


(2.2) No deduction may be made under subsection (1) or (2) 
in computing the taxable income of a particular corporation 
(other than a corporation described in any of, paragraphs 
(2.1)(a) to (c)) in respect of a dividend on a’share of the capi- 
tal stock of a corporation that was acquired after October 23, 
1979 if a corporation described in any of paragraphs (2.1)(a) 
to (c) or a person related thereto, or a partnership or trust of 
which any such corporation or a person related thereto is a 
member or beneficiary, as the case may be, is or may be re- 
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quired to 
-(a) acquire. the share at any time, or 


» (b) provide any form ‘of guarantee, security or covenant 
providing protection with respect to the share. 


Subsec./112(2.2) added by 1979, c.'5, s. 36, subsec. 112(2:1), appli- 
cable in respect of dividends received after November 16, 1978 ex- 
cept that, in its application to dividends received by an insurance 
corporation, (other than a life insurance corporation) it is applicable 
only in respect of dividends received on shares occured ae Octo- 
ber 23, 1979. 


Regulations: 3200 (prescribed stock exchange); 6201(3) (pre- 
scribed share for 112(2.2)(g)); 6201(8). (prescribed share for 
112(2.2)(d)). 


Advance Tax Rulings: ATR-16: es earipans dividends and 
interest expense; ATR-46: Financial difficulty. 


(2.3) Ildem — No deduction may be made under 
subsection (1) or (2) or 138(6) in computing the tax- 
able income of a particular corporation in respect of 
a dividend received ona share of the capital stock. of 
a corporation as part ofa dividend rental aac 
ment of the particular corporation. 

Related Provisions: 248(1)“dividend rental arrangement”(c) — 
Dividend rental arrangement includes arrangement where 112(2.3) 
applies; 260(6.1) — Deductible amount under securities lending ar- 


rangement. See additional Related BIOS os and Beer eis at end 
of.s. 112. 


Pre-RSC History: Subsec. 112(2.3) added by 1990, c. 39, s. 22, 
applicable with respect to dividends received at any time by a cor- 
poration on shares acquired before that time and after April 1989. 


Advance Tax Rulings: ATR-16: Inter-company dividends and 
interest expense. 


Pre-RSC History [former subsec. 112(2.3)]: Former subsec. 
112(2.3) repealed by 1988, c. 55, subsec. 85(3), applicable: with re- 
spect to dividends received on short-term preferred shares (other 
than grandfathered shares) issued after 8 p.m. EDST, June 18; 1987. 
Subsec. 112(2.3) formerly. read: 
(2.3) Idem —No deduction may be made under subsection 
(1) or (2) in computing the taxable income of a particular cor- 
poration in respect of a dividend received by it on a share that 
was, at the time the dividend was paid, a short-term preferred 
share of a corporation unless, at the time the dividend was 
paid, the corporation was not dealing at arm’s length with the 
particular corporation (otherwise: than by virtue of a oa re- 
ferred to in paragraph 251(5)(b)). 


Subsec. 112(2.3) added by 1980-81-82-83, c. 140, subsec. 71(3), 
applicable with respect to dividends received after.November 12, 
1981. 


(2.4) Where no deduction permitted — No de- 
duction may be made under subsection (1). or (2) or 
subsection 138(6) in computing the taxable income 
of a particular corporation in respect of a dividend 
received on a share (in this subsection referred to as 
the “subject share”), other than an exempt share, of 
the capital stock of another corporation where 


(a) any person or partnership was obligated, ei- 
ther absolutely or contingently, to effect an un- 
dertaking, including any guarantee, covenant or 
agreement to. purchase or repurchase the subject 
share, under which an investor is entitled, either 
immediately or in the future, to receive or obtain 
any amount or benefit for the purpose of reducing 
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the impact, in whole or in part, of any loss that an 
investor may sustain by virtue of the ownership, 
holding or disposition of the subject share, and 
any property is used, in whole or in-part, either 
directly or indirectly in any manner whatever, to 
secure the undertaking; or 


(b) the consideration for which the subject share 
was issued or any other property received, either 

directly or indirectly, by an issuer from an inves- 
tor, or any property substituted therefor, is or in- 
cludes | 


(i) an obligation of an investor to make pay- 
ments that are required to be included, in 
whole or in part, in computing the income of 
the issuer, other than an obligation of a corpo- 
ration that, immediately before the subject 
share was issued, would be related to the cor- 
poration that issued the subject share if this 
Act were read without reference to paragraph 
251(5)(b), or 


(ii) any right to receive payments that are re- 
quired to be included, in whole or in part, in 
computing the income of the issuer where that 
right is held on condition that it or property 
substituted therefor may revert or pass to an 
investor or a person or partnership to be ae 
mined by an investor, 


where that obligation or right was Arai by the 
issuer as part of a transaction or event or a series 
of transactions or events that included the issu- 
ance or acquisition of the subject share, or a share 
for which the subject share was substituted. 
Related Provisions: 87(4.2) — Amalgamations; 112(2.5) — Ap- 
plication of subsec. (2.4); 112(2.6) — Definitions; 112(2.8) — Loss 
sustained by investor; 112(2.9) — Related corporations; 248(1) — 
“amount” of a stock dividend; 248(5) — Substituted property; 
248(10) — Series of transactions. See additional Related provisions 
and Definitions at end of s. 112. 
History: Subpara. 112(2.4)(b)G) amended by 1994, c. 7, Sch. Il 
(1991, c. 49), subsec. 84(1), to substitute “a corporation that, imme- 


diately” for “‘a corporation, that immediately”, applicable after 5 
p.m. EST, November 27, 1986. 


Pre-RSC History: Subsec. 112(2.4) added by 1987, ‘c. 46, s. 41, 
applicable after 5 p.m. EST, November 27, 1986. 


Interpretation Bulletins: IT-88R2: Stock dividends. 


(2.5) Application of subsec. (2.4) — Subsection 
(2.4) applies only in respect of a dividend on a share 
where, having regard to all the circumstances, it may 
reasonably be considered that the share was issued or 


acquired as part of a transaction or event or a series 


of transactions or events that enabled any corpora- 
tion to earn investment income, or any income sub- 
stituted therefor, and, as a result, the amount of its 
taxes payable under this Act for a taxation year is 
less than the amount that its taxes payable under this 
Act would be for the year if that investment income 
were the only income of the corporation for the year 
and all other taxation years. and no amount were de- 
ductible under subsections 127(5) and 127.2(1) in 
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computing its taxes payable under this Act. 
Related Provisions: 248(10) — Series of transactions. 
(2.6) Definitions — For the purposes of this ae 
section and subsection (2.4), 
“exempt share’ means 
(a) a prescribed share, 


(b) a share of the capital stock of a corpotiation 
issued before 5:00 p.m. Eastern Standard Time, 
November 27, 1986, other than a share held at 
that time 


(i) by the issuer, or 


(ii) by any person or partnership where the is- 
suer may become entitled to receive any 


amount after that time by way of subscription — 


proceeds or contribution of capital with re- 
‘spect to that share pursuant to an agreement 
made before that time, or 


(c) a share that was, at the time the dividend re- 
ferred to in subsection (2.4) was received, a share 
described in paragraph (e) of the definition “term 
preferred share” in subsection 248(1) during the 
applicable time period referred to in that 
paragraph; 

History: Para. (c) of “exempt share” in subsec .112(2.6) added by 

1994, c. 21, subsec. 51(1), applicable after December 21, 1992. 


“§nvestor’’ means the particular corporation referred 
to in subsection (2.4) and a person with whom. that 
corporation. does not deal at arm’s length and any 
partnership or trust of which that corporation, or a 
person with whom that corporation does not deal at 
arm’s length, is a member or beneficiary, but does 
not include the. other corporation referred to in that 
subsection; 


“issuer”’ means the other corporation referred to in 
subsection (2.4) and a person with whom that corpo- 
ration does not deal at arm’s length and any partner- 
ship or trust of which that.corporation,.or a person 
with whom that corporation does not deal at arm’s 
length, is a member or beneficiary, but does: not-in- 
clude the particular corporation referred to in that 
subsection. 

Related Provisions: 112(2.7) — Change in agreement or condi- 


tion; 248(13) — Interests in trusts and partnerships. See additional 
Related provisions and Definitions at end of s. 112. 


(2.7) Change in agreement or condition — For 
the purposes of the definition “exempt share”’ in sub- 
section (2.6), where at any time after 5:00 p.m. East- 
ern Standard Time, November 27, 1986 the terms or 
conditions of a share of the capital stock of a corpo- 
ration have been changed or any agreement in re- 
spect of the share has been changed or entered into 
by the corporation, the share shall be deemed to have 
been issued at that time. 


(2.8) Loss sustained by investor — For the pur- 
poses of paragraph (2.4)(a), any loss that an investor 
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may sustain by virtue of the ownership, holding or 
disposition of the subject share referred to in that 
paragraph shall be deemed to include any loss with 
respect to an obligation or share that was issued or 
acquired as part of a transaction or event or a series 
of transactions or events that included the issuance 
or acquisition of the subject share, or a share for 
which the subject share was substituted. 


Related Provisions: 248(10) — Series of transactions. 


(2.9) Related corporations — For the purposes 
of subparagraph (2.4)(b)(i), where it may reasonably 
be considered having regard to all the circumstances 
that a corporation has become related to any other 
corporation for the purpose of avoiding any limita- 
tion upon the deduction of a dividend under subsec- 
tion (1), (2) or 138(6), the corporation shall be 
deemed not to be related to the other corporation: 
Related Provisions: 87(2)(rr) — Amalgamations — tax on taxa- 
ble preferred shares. See additional Related provisions and Defini- 
tions at end of s. 112. 


Pre-RSC History: Subsec. 112(2.9) substituted by 1988, c:.55, 
subsec. 85(4), applicable after 5 p.m. EST, November 27, 1986. 
Subsec. 112(2.9) formerly read: 


(2.9) Related corporations — For the purposes of subpara- 
graph (2.4)(b)(i), where a corporation may reasonably be con- 
sidered, having regard to all the circumstances, to have be- 
come related to any other corporation in an attempt to avoid 
any limitation that would, but for this subsection, apply with 
respect to the deduction of a dividend under subsection (1), 
(2) or 138(6), the corporation shall be deemed not to be re- 
lated to the other corporation. 


Subsecs. 112(2.5)-(2.9) added by 1987, c. 46, s. 41, applicable after 
5 p.m: EST, November 27, 1986. 


(3) Loss on share that is capital property — 
Subject to subsections (5.5) and (5.6), where a cor- 
poration owns a share that is a capital property and 
receives a taxable dividend, a capital dividend or a 
life insurance capital dividend in respect of that 
share, the amount of any loss of the corporation aris- 
ing from transactions with reference to the share on 
which the dividend was received shall, unless it is 
established by the corporation that 


(a) the corporation owned the share 365 days or 
longer before the loss was sustained, and 


(b) the corporation and persons with whom the 

- corporation was not dealing at arm’s length did 
not, at the time the dividend was received, own in 
the aggregate more than 5% of the issued shares 
of any class of the capital stock of the corpora 
from which the dividend was received, 


be deemed to be the amount of that loss otherwise 
determined, minus the total of all amounts each of 
which is an amount received by the corporation in 
respect of 


(c) a taxable dividend on the share to the extent 
that the amount of the dividend was deductible 
from the corporation’s income for any taxation 
year by virtue of this section or subsection 138(6) 
and was not an amount on which the corporation 
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was required to pay tax under Part VII of the Jn- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read on March 31, 
1977, : 


(d) a capital dividend on the share, Ob 
(e) a life insurance capital dividend on the share. 
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Related Provisions: 40(2)(g) — Restriction on capital losses; 
40(3.3), (3.4) — Limitation on loss where share acquired by affili- 
ated person; 53(1)(f) — Addition to adjusted cost base; 85(4)— 
Loss from disposition to controlled corporation; 87(2)(x) — Amal- 
gamations — flow-through to new corporation; 107(1)(c),° (d) — 
Parallel stop-loss rule on disposition of interest in trust that flowed 
dividends out to corporation; 112(3.01)— Exclusion for certain 
dividends; 112(3.1), (3.2) — Loss on share that is capital property 
of partnership or trust; 112(4)-(4.3) — Shares held as inventory; 
112(5.2)C(b) — Adjustment for dividends received on mark-to- 
market property; 112(7) — Rules where shares exchanged. See ad- 
ditional Related provisions and Definitions at end of's. Pig es 


History: The opening words of subsec. 112(3) amended by 1995, c 
21, subsec. 56(1), applicable to dispositions occurring after October 
30, 1994. The opening words formerly read: 


(3) Loss on share that is capital property — Where a cor- 
poration owns a share that is a capital property and receives a 
taxable dividend, a capital dividend or a life insurance capital 

~ dividend in respect of that share, the amount of any loss of 
the corporation arising from transactions with reference to the 
share on which the dividend was received shall, unless it is 
established by the corporation that 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


(3.1) Loss on share that is capital property of 
partnership — Subject to subsections (5.5) and 
(5.6), where a corporation is a member of a partner- 
ship and the corporation receives a taxable dividend, 
a capital dividend or a life insurance capital dividend 
in respect of a share that is a capital property of the 
partnership, the corporation’ s share of any loss of the 
partnership arising with respect to the share on 
which the dividend was received shall, unless it is 
established by the corporation that 


(a) the partnership held the share 365. days or 
longer before the loss was sustained, and 


(b) the partnership, the corporation and persons 
with whom the corporation was not dealing at 
arm’s length did not, at the time the dividend was 
received, hold in the aggregate more than 5% of 
the issued shares of any class of the capital stock 
of the corporation from which the dividend was 
received, 


be deemed to be the amount of that loss otherwise 
determined, minus the total of all amounts each of 
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which is an amount received by the corporation in 
respect of 


(c) a taxable dividend on the share to the extent 
that the amount of the dividend was deductible 
from the corporation’s income for any taxation 
year by virtue of this section or subsection 138(6) 
and was not an amount on which the corporation 
was required to pay tax under Part VII of the In- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read on March 31, 
197% 


(d) a capital dividend on the share, or 
(e) a life insurance capital dividend on the share. 


DN  eeeeeeeeeeeeeeee—Eeee 


Related Provisions: 40(3.3), (3.4) — Limitation on loss where 
share acquired by affiliated person; 53(1)(f) — Addition to adjusted 
cost base; 85(4) — Loss from disposition to controlled corporation; 
87(2)(x) — Amalgamations — flow-through to new corporation; 
100(4) — Application of stop-loss rule to disposition of interest in 
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partnership; 104(20) — Designation re non-taxable dividends; 
112(3.11) — Exclusion for certain dividends 112(5.2)C(c) — Ad- 
justment for dividends received on mark-to-market property; 
112(7) — Rules where shares exchanged. See additional Related 
provisions and Definitions at end of s. 112. 


History: The opening words of subsec. 112(3.1) amended by 1995, 
c. 21, subsec. 56(2), applicable to dispositions occurring after Octo- 
ber 30, 1994. The opening words formerly read: 


(3.1) Idem — Where a corporation is a member of a partner- 

ship and the corporation receives a taxable dividend, a capital 

dividend or a life insurance capital dividend in respect of a 

share that is a capital property of the partnership, the corpora- 

tion’s share of any loss of the partnership arising with respect 

to the share on which the dividend was received shall, unless 
- it is established by the corporation that 


‘4.7. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


(3.2) Loss on share that is capital property of 
trust — Subject to subsections (5.5) and (5.6), 
where a corporation is a beneficiary of a trust (other 
than a prescribed trust) that owns a share that is capi- 
tal property and the corporation receives a taxable 
dividend in respect of that share pursuant to a desig- 
nation under subsection 104(19) or the trust has 
made. a designation under subsection 104(20) in re- 
spect of the corporation for a capital dividend or a 
life insurance capital dividend on that share, the 
amount of any loss of the trust arising with respect to 
the share on which the dividend was subject to a des- 
_ignation shall, unless it is established by the corpora- 
tion that ! : 


(a) the trust owned the share 365 days or longer 
before the loss was sustained, and 


(b) the trust, the corporation and persons with 
whom the corporation was not dealing at arm’s 
length did not, at the time the dividend was re- 
ceived, own in the aggregate more than 5% of the 
issued shares of any class of the capital stock of 
the corporation from which the dividend was 
received, 


be deemed to be the amount of that loss otherwise 
determined, minus the total of all amounts each of 
which is a taxable dividend, a capital dividend or a 
_ life insurance capital dividend in respect of that 
_ Share that was designated under subsection 104(19) 
_ or (20) in respect of a beneficiary that was a 
' corporation. 
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Related Provisions: 53(1)(f) — Addition to adjusted cost base; 


85(4) —Loss from disposition to controlled corporation; 
87(2)(x) — Amalgamations — flow-through to new corporation; 
104(20) — Designation re non-taxable dividends; 112(3.3), 
(3.31) — Exceptions; 112(4.3) — Limitation on loss of trust on dis- 
position of share; 112(5.2)C(b) — Adjustment for dividends re- 
ceived on mark-to-market property; 112(5.6) — Stop-loss rules re- 
stricted; 112(7) — Rules where shares exchanged. See additional 
Related provisions and Definitions at end of s. 112. 


History: The opening words of subsec. 112(3.2) amended by 1995, 
c. 21, subsec. 56(3), applicable to dispositions occurring after Octo- 
ber 30, 1994. The opening words formerly read: 


(3.2) ldem — Where a corporation is a beneficiary of a trust 
(other than a prescribed trust) that owns a share that is capital 
property and the corporation receives a taxable dividend in 
respect of that share pursuant to a designation under subsec- 
tion 104(19) or the trust has made a designation under sub- 
section 104(20) in respect of the corporation for a capital div- 
idend or a life insurance capital dividend on that share, the 
amount of any loss of the trust arising with respect to the 
share on which the dividend was subject to a designation 
shall, unless it is established by the corporation that 


Pre-RSC History: Subsec. 112(3) substituted and subsecs. 
112(3.1) and (3.2) added by 1980-81-82-83, c. 140, subsec. 71(4), 
applicable with respect to dispositions occurring after November 12, 
1981. Subsec. 112(3) formerly read: 


(3) Where a corporation owns a share that is a capital prop- 
erty and receives a taxable dividend or capital dividend in re- 
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spect of that share, the amount of any loss of the corporation 
arising from transactions with reference to the share on which 
the dividend was received shall, unless it is established by the 
corporation that 


(a) the corporation owned the share 365 days or longer 
before the loss was sustained, and 


(b) the corporation did not, at the time the dividend was 
received, own more than 5% of the issued shares of any 
class of the capital stock of the pitgtiet iach from which 
the dividend was received, 


be deemed to be the amount of that loss otherwise deter- 
mined, minus the aggregate of all amounts received by the 
corporation in respect of 


(c) taxable dividends on the share to the extent that the 
amounts thereof were deductible from the corporation’s 
income for any taxation year by virtue of this section or 
subsection 138(6) and were not amounts on which the 
corporation was required to pay tax under Part VII of this 
Act as it read on March 31, 1977, or 


(d) capital dividends on the share. 


Para. 112(3)(c) substituted by 1977-78, c. 1, subsec. 55(1), applica- 
ble after March 31, 1977, to add “of this Act as it read on March 31, 
OTe 


Subsec. 112(3) substituted by 1974-75-76, c. 26, subsec. 72(2), ap-. 


plicable in respect of losses arising after May 6, 1974. Subsec. 
112(3) formerly read: 


(3) Loss from transaction involving share on which 
deductible dividend received — Where an amount in re- 
spect of a taxable dividend received by a corporation (other 
than a trader or dealer in securities) in a taxation year is, by 
virtue of this section or subsection 138(6), deductible from 
the corporation’s income for the year, the amount of any loss 
arising from transactions with reference to the share on which 
the dividend was received shall, unless it is established by the 
corporation that 


(a) the corporation owned the share 365 days or longer 
before the loss was sustained, and 


(b) the corporation did not, at the time the dividend was 
received, own more than 5% of the issued shares of any 
class of the capital stock of the corporation from which 
the dividend was received, 


be deemed to be the amount of that loss otherwise deter- 
mined, minus the aggregate of all amounts received by the 
corporation in respect of taxable dividends on the share, to 
the extent that the amounts thereof 


(c) were deductible from the corporation’s income for 
any taxation year by virtue of this section or subsection 
138(6), and 


(d) were not amounts upon which the planes was re- 
quired to pay tax under Part VII. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


(4) Loss on share that is not capital prop- 
erty — Subject to subsections (5.5) and (5.6), where 
a taxpayer owns a share that is not a capital property 
and receives a dividend in respect of that share, the 


amount of any loss of the taxpayer arising from 


transactions with reference to the share on which the 
dividend was received shall, unless it is established 
by the taxpayer that 


(a) the taxpayer owned the share 365 days or 
longer before the loss was sustained, and 
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- (b) the taxpayer and persons with whom the tax- 
payer was not dealing at arm’s length, did not, at 
the time the dividend was received, own in the 
aggregate more than 5% of the issued shares of 
any class of the capital stock of the corporation — 
from which the dividend. was received, 


be deemed to be the amount of that loss otherwise 
determined, minus 


(c) where the taxpayer is an individual and the 
corporation is a taxable Canadian corporation, the 
_ total of all amounts each of which is.a dividend 
_ (other, than a capital gains dividend within the 
meaning assigned by subsection 131(1)) on the 
_ share received by the, taxpayer, 
(d) where the taxpayer is a corporation, ee total | 
of all amounts each of which is 


(i) a taxable dividend, ‘to. the extent. of the 
amount thereof that was deductible under this 
section or subsection 115(1) or 138(6) in com- 
puting the taxpayer’s taxable income or taxa- 
ble income.earned. in Canade for ANY taxation 
year, or. 


(ii) a divigene (other than a fastente dividend 
or a dividend deemed by subsection 1310) to. 
be a capital gains dividend), 


_on the share received by the. taxpayer, and. 
ae in any other case, nil. ; 
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Related Provisions: 
through to new corporation; 93(2) — Loss limitation on disposition 


87(2)(x) — Amalgamations — flow- 


of share; 112(4.01)—Exclusion for certain. dividends; 
112(5.2)C(b) — Adjustment for dividends received on mark-to- 
market property. See additional Related provisions and Definitions 
at end of s. 112. 


History: The opening words of subsec. 112(4) amended by 1995, c. 
21, subsec. 56(4), applicable to dispositions occurring after October 
30, 1994. The opening words formerly read: 


(4) Loss on share that is not capital property — Where a 

taxpayer owns a share that is not a capital property and re- 

ceives a dividend in respect of that share, the amount of any: 
loss of the taxpayer arising from transactions with reference ' 
to the share on which the dividend was received shall, unless 

it is established by the taxpayer that 


Subpara. 112(4)(d)(ii) substituted by 1994, c. 21, subsec. 51(2), ap- 
plicable to the determination of losses arising in 1990 et seq. and, 
where a taxpayer has elected under subsec. 84(6) of 1994, c. 7, Sch. 
II (1991, c. 49) (see below), in the taxpayer’s 1985 to 1989 taxation 
years, in which case, notwithstanding subsecs. 152(4) to (5), such 
assessments and determinations shall be made as are necessary to 
give effect to that amendment. That subpara. formerly read: 


(ii) a dividend, other than a taxable dividend, 


That portion of subsec. 112(4) following para. (b) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 84(2), applicable (by sub- 
sec. 84(6)) to the determination of losses arising 


(a) in 1990 et seq., and 


(b) where a taxpayer so elects by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, .c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992], in the taxpayer’s 1985 to 1989 taxation years, in which 

. case, notwithstanding subsecs. 152(4) to (5), such assessments 
of tax, interest and penalties shall be. made as are necessary to 
give effect to the election, 


except that the subsec. as amended does not apply to the amount.of 


a dividend received by a taxpayer on which the taxpayer was re- 
quired to pay tax under Part VII as it read on March 31, 1977. That 
portion of subsec. 112(4) formerly read: 


be deemed to be the amount of that loss otherwise deter- 
mined, minus the total of all amounts received by the tax- 
payer in respect of dividends (other than capital gains divi- 
dends within the meaning assigned by subsection 131(1)) on 
the share to the extent that the amounts of those dividends’ 
were not amounts on which the taxpayer was required to pay 
tax under Part VII of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as it read on March 31, 
1977. 


Pre-RSC History: All that portion of subsec. 112(4) preceding 
para. (a) amended by 1986, c. 6, subsec. 61(2), applicable with re- 
spect to dividends received after 1985, to substitute the heading 
‘Loss on share that is not capital property” for “Loss on share that is 
not a capital property or indexed security” and to substitute “share 
that is not a capital property” for “share that is neither a capital 
property nor an indexed security”. 


All that portion of subsec. 112(4) preceding para. (a) substituted by 
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1984, c. 1, subsec. 56(1) to. add “nor an indexed security”, applica- 
ble with respect to dividends received after September 30, 1983. 


Para. 112(4)(b) substituted by 1980-8 1-82-83, c. 140, subsec. 71(5), 
applicable with respect to dispositions occurring after November 12, 
1981. Para. 112(4)(b) formerly read: 


(b) he did not, at the time the dividend was received, own 
more than 5% of the issued shares of any class of the capital 
stock of the corporation from which the dividend was 
received, 


All that portion of subsec. 112(4) following para. (b) substituted by 
1977-78, c. 1, subsec. 55(2), applicable after March 31, 1977, to add 
“of this Act as it read on March 31, 1977”. 


Subsec. 112(4) substituted by 1974-75-76, c. 26, subsec. 72(2), ap- 
plicable in respect of losses arising after May 6, 1974. Subsec. 
112(4) formerly read: 


(4) Loss sustained by trader or dealer in securities — 
The amount of any loss of a trader or dealer in securities 
(whether incorporated or otherwise) arising from transactions 
with reference to any share on which an amount in respect of 
a dividend has been received by him shall, unless it is estab- 
lished by him that 


(a) he owned the share 365 days or longer before the loss 
was sustained, and 


(b) he did not, at the time the dividend was received, own 
more than 5% of the issued shares of any class of the 
capital stock of the corporation from which the dividend 
was received, 


be deemed to be the amount of that loss otherwise deter- 
mined, minus the aggregate of all amounts received by him in 
respect of taxable dividends on the share to the extent that the 
amounts thereof were not amounts upon. which he was re- 
quired to pay tax under Part VII. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


(4.1) Fair market value of share that is not 
capital property — Where a taxpayer (other than a 
prescribed trust) or partnership (in this subsection re- 
ferred to as the “holder’’) holds a share that is not a 
capital property and a dividend is received in respect 
of that share, for the purpose of subsection 10(1) and 
any regulations made under that subsection, the fair 
market value of the share at any particular time after 
November 12, 1981 shall, unless it is established by 
the holder that 


(a) the holder held the share 365. days or longer 
before the particular time, and 


(b) the holder and persons with whom the holder 
was not dealing at arm’s length did not, at the 
time the dividend was received, hold in the ag- 
gregate more than 5% of the issued shares of any 
class of the capital stock of the corporation from 
which the dividend was received, 


be deemed to be an amount equal to the fair market 
value of that share at the particular time otherwise 
determined, plus 


(c) where the holder is an individual aad the cor- 
poration is a taxable Canadian corporation, the 
total of all amounts each of which is a dividend 
(other than a capital gains dividend within the 
meaning assigned by subsection 131(1)) on the 
share received before the particular time by the 
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holder or that would have been so received if this 
Act were read without reference to subsection 
104(19), 


(d) where the holder is a corporation, the total of 
all amounts each of which is. 


(i) a taxable dividend, to the ‘extent of the 
amount thereof that was deductible under this 
section, section’ 113 or subsection 115(1) or 
138(6) in computing the holder’s taxable in- 
come or taxable income earned in Canada for 
any taxation year, or 


(ii) a dividend (other than a taxable dividend 
or a dividend deemed by subsection 131(1) to 
be a capital gains dividend), 


on the share received before the particular time 
by the holder, 


(e) where the holder is a partnership, the total of 
all amounts each of which is a dividend (other 
than a capital gains dividend within the meaning 
assigned by subsection 131(1)) on the share re- 
ceived before the particular time ee ot holder, 
and 


(f) in any other case, nil. 


S. 112(4.1) 


Related Provisions: 87(2)(x)— Amalgamations — flow- 
through to new corporation; 112(4.11) — Exclusion for certain divi- 
dends. See additional Related provisions and Definitions at end of s. 
IB Wee 


History: Subpara. 112(4.1)(d)(i) substituted by 1994, c. 21, sub- 
sec. 51(3), applicable to 1990 et seg. and, where a taxpayer has 
elected under subsec. 84(7) of 1994, c. 7, Sch. II-(1991, c. 49) (see 
below), to the taxpayer’s 1985 to 1989 taxation years, in which 
case, notwithstanding subsecs. 152(4) to (5), such assessments and 
determinations shall be made as. are necessary to give effect to that 


- amendment. That subpara. formerly read: 


(i) a dividend, other than a taxable dividend, 


That portion of subsec. 112(4.1) following para. (b) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 84(3), applicable (by sub- 
sec. 84(7)) 


(a) to 1990 et seq., and 


(b) where a taxpayer so elects by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7; Sch: VIII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992], to the taxpayer’s 1985 to 1989 taxation years, in which 
case, notwithstanding subsecs. 152(4) to (5), such assessments 
of tax, interest and penalties shall be made as are necessary to 
give effect to the election, 


except that the subsec. as amended does not apply to the amount of 
a dividend received by a holder.on which the holder was required to 
pay tax under Part. VII of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as it read on March 31, 1977. 
That portion of subsec. 112(4.1) formerly read: 


be deemed to be the total of the fair market value of the share 
at the particular time otherwise determined and all amounts 
received before the particular time by the holder in respect of 
dividends (other than capital gains dividends within the 
meaning assigned by subsection 131(1)) on the share deter- 
mined as if this Act were read without reference to subsection 
104(19). © 


Pre-RSC History: All that portion of subsec. 112(4.1) preceding 
para. (a) amended by 1986, c. 6, subsec. 61(3), applicable with re- 
spect to dividends received after 1985, to substitute the heading 
“Fair market value of share that is not capital property” for “Fair 
market value of share that is not a capital property or indexed secur- 
ity” and to substitute “share that is not a capital property” for “share 
that is neither a capital property nor an indexed ‘security”’. 


All that portion of subsec. 112(4.1) preceding para. (a) substituted 
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by 1984, c, 1, subsec. 56(2), applicable with respect of dividends 
received after September 30, 1983. That portion formerly read: 


(4.1) Fair market value of share that is not capital prop- 
erty — Where a taxpayer, trust (other than a prescribed trust) 
or partnership (in this subsection referred to as the “holder”) 
holds a share that is not a capital property and a dividend is 
-teceived in respect of that share, for the purpose of subsection 
10(1) and-any regulations made thereunder, the fair market 
value of the share at any particular time after November 12, 
1981 shall, unless it is established by the holder that 


Subsec. 112(4.1) substituted by 1980-81-82-83, c. 140, subsec. 
71(6), applicable to taxation years commencing after 1981. Subsec. 
112(4.1) formerly read: 


(4.1) Where a taxpayer owns a share that is not a capital prop- 

erty and receives a dividend in respect of that share, for the 

purpose of subsection 10(1) and any regulations made. there- 

under, the fair market value of the share at any particular time 

after November 18, 1974 shall, unless it is established by the 

taxpayer that 
(a) he owned the share 365 days or longer before the par- 
ticular time, and 


(b) he did not, at the time the dividend was received, own 
more than 5% of the issued shares of any class of the © 
capital stock of the Es from which the dividend 
was received, 


be deemed to be the aggregate of the fair market value of the 
share at the particular time otherwise determined and all: 
amounts received before the particular time by him in respect 
of dividends (other than capital gains dividends within the 
meaning assigned by subsection 131(1)) on the share to the 
extent that the amounts thereof were not amounts upon which 
hé was required to pay tax under Part VII of this Act as it 
read on March 31, 1977. © 


All that portion of subsec. 112(4.1) following para. (b) substituted 
by 1977-78, c. 1, subsec. 55(3), applicable after March 31, 1977 to 
add “of this Act as it read on March 31, 1977”. 


Subsec. 112(4.1) added by 1974-75-76, c. 26, subsec. 72(2), fppite 
cable for the purpose of determining the fair market value of a share 
after November 18, 1974. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been. received. 


(4.2) Where no deduction permitted — Subject 
to subsections (5.5) and.(5.6), where a taxpayer is a 
member of a partnership and the taxpayer receives a 
dividend in respect of a share that is not a capital 
property of the partnership, the taxpayer’s share of 
any loss of the partnership arising with respect to the 
share on which the dividend was received shall, un- 
less it is established by the taxpayer that 


(a) the partnership held the share 365 days or 
longer before, the loss.was sustained, and 


(b) the partnership, the taxpayer and pérsons with 
whom the taxpayer was not dealing at arm’s 
length did not, at the time the. dividend was re- 
ceived, hold in the aggregate more than 5% of the 
issued shares of any class of the capital stock of 
the corporation from which the dividend was 
received, 


be deemed to be the amount of that loss otherwise 
determined, minus 


(c) where the taxpayer is an individual and the 
corporation is a taxable Canadian corporation, the 
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total of all amounts each of which is a dividend 
(other than a capital gains dividend within the 
meaning assigned by subsection 131(1)) on the 
share received by the taxpayer, 


(d) where the taxpayer is a corporation, the total 
of all amounts each of which is 


(i); a taxable dividend, to the extent of the 
amount thereof that was deductible under this 
section or subsection 115(1) or 138(6) in com- 
puting the taxpayer’s taxable income or taxa- 
ble income earned in Canada for any taxation 
year, or 


(ii) a dividend (other than a taxable dividend 
or a dividend. deemed by-subsection: 131(1) to 
be a capital gains dividend), 


on the share received by the taxpayer, and | 


(e).in any other.case, nil. 


Related - Provisions: 87(2)(x)— Amalgamations — flow- 
through to new corporation; 104(20) — Designation re non-taxable 
dividends; 112(3.2) — Stop-loss rule; 112(4.21), (4.22) — Exclu- 
sions for certain dividends; 112(5.2)C(b) — Adjustment for divi- 
dends received on mark-to-market property. See additional Related 
provisions and Definitions at end of s. 112. 


| History: The opening words of subsec. 112(4.2) amended by 1995, 


c. 21, subsec, 56(5), applicable to dispositions occurring after Octo- 
ber 30, 1994. The opening words formerly read: 


(4.2) Where no deduction permitted — Where a taxpayer 
is a member of a partnership and the taxpayer receives a divi- 
dend in respect of a share that is not a capital property of the 
partnership, the taxpayer’s share of any loss of the partner- 
ship arising with respect to the share on which the dividend 
was received shall, unless itis established by the taxpayer 
that 


Subpara. 112(4.2)(d)(ii) substituted by 1994, c. 21, subsec. 51(4), 
applicable to the determination of losses arising in 1990 et seq. and, 
where a.taxpayer has elected under subsec. 84(6) of 1994, c. 7, Sch. 
II (1991, c. 49) (see below), in the taxpayer’s 1985 to 1989 taxation 
years, in. which case, notwithstanding subsecs. 152(4) to (5), such 
assessments and determinations shall be made as are necessary to 
give effect to that amendment. That subpara. formerly read: 


(ii) a dividend, other than a taxable dividend, 


That portion of subsec. 112(4.2) following para. (b) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 84(4), applicable (by sub- 
sec. 84(6)) to the determination of losses arising 


(a) in 1990 et seq., and 


(b) where a taxpayer so elects by notifying the Minister of Na- 
tional Revenue in. writing before 1992 [1994, c. 7, Sch. VIII 
(1993, ¢ 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992], in the taxpayer’s 1985 to 1989 taxation years, in which 
case, notwithstanding subsecs. 152(4) to (5), such assessments 
-of tax, interest and penalties shall be made as are necessary to 
give effect to the election, 


except that the subsec. as amended does not apply to the amount of 
a dividend received by a taxpayer on which the taxpayer was re- 
quired to pay tax under Part VII of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, as it read on March 31, 
1977. That portion of subsec. 112(4.2) formerly read: — 


be deemed to be the amount’of the loss otherwise determined, 
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_ minus the total of all amounts each of which: is an amount. ° 
peeewved by the taxpayer in respect of 


(c) a dividend (other than capital gains ‘dividends within 
the meaning assigned by subséction 131(1)) on the share 
to the extent that the amount of that dividend was not an 
amount on which the taxpayer.was required to pay tax 

_ under Part, VII of the Income Tax Act, chapter 148 of the .. 
Revised Statutes of Canada, 1952, as it read on March 
SL IO. 


Pre-RSC History: Sule 11204. 2) added by 1980-8 1- 82: 83, e] 
140, subsec. 71(6), applicable with respect to dispositions occurring 
after November 12, 1981. me 


Interpretation Bulletins: IT- 88R2: Stock fala IT-328R3: 
Losses on shares on which ahyidende have been received. 


(4.3) Idem — Subject to subsections (5. 5) and 5, 6), 
where a taxpayer is a beneficiary of.a trust (other 
than a prescribed trust) that owns.a share that is. not 
capital property, and the taxpayer receives a taxable 
dividend in respect of that share pursuant to.a desig- 
‘nation under subsection 104(19) or the trust has 
made a designation under subsection 104(20) in re- 
spect of the taxpayer for a dividend other than a tax- 
able dividend on that share, the amount of any loss 
of the trust arising with respect to the share on which 
the dividend was subject’ to a designation shall,’ un- 
less it is established by the taxpayer that: 


» (a) the trust owned the share 365 days or longer 
before.the loss was sustained, and: 


(b) the trust, the taxpayer and persons with whom 
the taxpayer was not dealing at arm’s length did 
not, at the time the dividend was received, own in 
the aggregate more than 5% of the issued shares 
of any class of the capital stock of the corporation 
from which the dividend was received, 


be deemed to be the amount of that loss otherwise 
determined, minus the total of all amounts each of 
which is a dividend (other than a capital gains divi- 
dend within the meaning assigned by subsection 
131(1)) in respect of that share that was designated 
under subsection ca or en) in respect of the 
taxpayer. 


S.112(5) 


| History: The opening words of subsec. 112(4.3) amended by 1995, 


c. 21, subsec. 56(6), applicable to dispositions occurring after Octo- 
ber 30, 1994. The opening words formerly read: 


(4.3) Loss on share that is not capital property of trust — 
Where a taxpayer is a beneficiary of a trust (other than a pre- 
_. scribed trust) that owns, a share that is not Capital property and 
- the taxpayer receives a taxable dividend in respect of that 
~ share pursuant to a designation under subsection 104(19) or 
the trust has made a designation under subsection 104(20) in 
respect of the taxpayer for a dividend other than a taxable 
dividend on that share, the amount of any loss of the trust 
arising with respect to the share on which the dividend was 
subject to a designation shall, unless it is established by: the 
taxpayer that 


Pre-RSC History: Subsec. 112(4.3) added by 1980-81-82-83, c. 
140, subsec. 71(6), applicable with respect to dispositions occurring 
after November 12, 1981. 


Interpretation Bulletins: IT-88R2: Stock dividends; TT-328R3: 
Losses on shares on which dividends have béen received. 

(5) Disposition of share by financial institu- 
tion — Subsection (5.2) applies to the disposition of 
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a share by a taxpayer in a taxation year where 
(a) the taxpayer is a financial institution in the 
year; 
(b) the share is a mark-to-market property for the 
year; and 


(c) the taxpayer received a dividend on the share 
at a time when the taxpayer and persons with 
whom the taxpayer was not dealing at arm’s 
length held in total more than 5% of the issued 
shares of any class of the capital stock of the cor- 
poration from which the dividend was. received. 
Related Provisions: 87(2)(e.5) — Amalgamations — continuing 
corporation; 88(1)(h) — Windup — continuing corporation; 
112(5.4) — Deemed dispositions and reacquisitions to be ignored; 
138(11.5)(k.2) — Transfer of business by non-resident insurer. 


History: Subsec. 112(5) added by 1995, c. 21, subsec. 56(7), appli- 
cable to dispositions in taxation years that begin after October 1994. 


Pre-RSC History: Subsec. 112(5) repealed by 1977-78, c. 1, sub- 
sec. 55(4), applicable with respect to dividends received after March 
31, 1977. Subsec. 112(5) formerly read: 


(5) Limitation where dividend received by trader or 
dealer in securities — Subsection (1) is not applicable in 
respect of any taxable dividend received by a corporation that 
at the time the dividend was received was a trader or dealer in 
securities, to the extent of such portion, if any, of the divi- 
dend as was paid out of the payer corporation’s designated 
surplus. 


(5.1) Share held for less than one year — Sub- 
section (5.2) applies to the disposition of a share by a 
taxpayer in a taxation year where 

(a) the disposition is an actual disposition; 

(b) the taxpayer held the share for less than 365 

days; and 
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(c) the share was a mark-to-market property of 
the taxpayer for a taxation year that begins after 
October 1994 and in which the taxpayer was a fi- 
nancial institution. 


Related Provisions: 87(2)(e.5) — Amalgamations — continuing 
corporation; 88(1)(h) — Windup — continuing corporation; 
112(5.4) — Deemed dispositions and reacquisitions to be ignored; 
138(11.5)(k.2) — Transfer of business by non-resident insurer. 


History: Subsec. 112(5.1) added by 1995, c. 21, subsec. 56(7), ap- 
plicable to dispositions in taxation years that begin after October 
1994. 


(5.2) Adjustment re dividends — Subject to sub- 
section (5.3), where subsection (5) or (5.1) provides 
that this subsection applies to the disposition of a 
share by a taxpayer at any time, the taxpayer’s pro- 
ceeds of disposition shall be deemed to be the 
amount determined by the formula 


Nreadies (GeiD) 
where 


A is the taxpayer’s proceeds determined without 
reference to this subsection, 


B is the lesser of 


(a) the loss, if any, from the disposition of the 
share that would be determined before the ap- 
plication of this subsection if the cost of the 
share to any taxpayer were determined with- 
out reference to 


(i) paragraphs 87(2)(e.2) and (e.4), 
88(1)(c), 138(11.5)(e) and 142.5(2)(b), 


(ii) subsection 85(1), where the provisions 
of that subsection are required by para- 
graph 138(11.5)(e) to be applied, and 


(iii) paragraph 142.6(1)(d), and 
(b) the total of all amounts each of which is 


(i) where the taxpayer is a corporation, a 
taxable dividend received by the taxpayer 
on the share, to the extent of the amount 
that was deductible under this section or 
subsection 115(1) or 138(6) in computing 
the taxpayer’s taxable income or taxable 
income earned in Canada for any taxation 
year, 


(ii) where the taxpayer is a partnership, a 
taxable dividend received by the taxpayer 
on the share, to the extent of the amount 
that was deductible under this section or 
subsection 115(1) or 138(6) in computing 
the taxable income or taxable income 
earned in Canada for any taxation year of 
members of the partnership, 


(iii) where the taxpayer is a trust, an 
amount designated under subsection 
104(19) in respect of a taxable dividend on 
the share, or 
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(iv) a dividend (other than.a taxable divi- | 257— Formula amount cannot calculate to less than zero. 


dend or a dividend deemed by subsection | History: Subsec. 112(5.2) added by 1995, c. 21, subsec. 56(7), ap- 
131(1) to be a capital gains dividend) re- | plicable to dispositions in taxation years that begin after October 
ceived by the taxpayer on the share, 1994, 


C is the total of all amounts each of which is the 
amount by which 


(a) the taxpayer’s proceeds of disposition on a 

deemed disposition of the share before that 
time were increased because of this 
subsection, 


(b) where the taxpayer is a corporation or 
trust, a loss of the taxpayer on a deemed dis- 
- position of.the share before that time was re- 
duced because of subsection (3), (3.2), am or 
(4.3), or 


(5.3) Adjustment not applicable — For the pur- 
pose of determining the cost of a share to a taxpayer 
on a deemed reacquisition of the share after a 
deemed disposition of the share, the taxpayer’s pro- 
ceeds of disposition shall be determined without re- 
gard to subsection (5.2). 


History: Subsec. 112(5.3) added by 1995, c. 21, subsec. 56(7), ap- 
plicable to dispositions in taxation years that begin after October 
1994. 


(c) where the taxpayer is a partnership, a:loss 
of a member of the partnership on a deemed | (5.4) Deemed dispositions — Where a taxpayer 
disposition of the share before that time was disposes of a share at any time, 

reduced because of subsection (3.1) or (4.2), 


(a) for the purpose of determining whether sub- 


and section (5.2) applies to the disposition, the condi- 

D is the total of all amounts each of which is the tions in subsections (5) and (5.1) shall be applied 

amount by which the taxpayer’s proceeds of dis- without regard to a deemed disposition and reac- 
position on a deemed disposition of the share quisition of the share before that time; and 
before that time were decreased because of this ; 

eehgeion! (b) total amounts under subsection (5.2) in re- 


spect of the disposition shall be determined from 


Related Provisions: 87(2)(e.5) — Amalgamations — continuing the time when the taxpayer actually acquired the 
corporation; 88(1)(h) — Windup — continuing corporation; 


112(5.21) — Exclusion for certain dividends: 112(5.3), (5.4) Ap- share. 3 
plication; 112(5.5), (5.6) —Stop-loss rules not applicable; Related Provisions: 87(2)(e.5)— Amalgamations — continuing 
138(11.5)(k.2) — Transfer of business by non-resident insurer; corporation; 88(1)(h) — Windup — continuing — corporation; 
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138(11.5)(k.2) — Transfer of business by non-resident insurer. 


History: Subsec. 112(5.4) added by 1995, c. 21, subsec. 56(7), ap- 
plicable to dispositions in taxation years that begin after October 
1994. 


(5.5) Stop-loss rules not applicable — Subsec- 
tions (3) to (4), (4.2) and (4.3) do not apply to the 
disposition of a share by a taxpayer ina taxation year 
that begins after October 1994 where 


year and the ee is a financial institution 1 in 
the year; or _ 
(b) subsection (5.2) applies to the disposition. 
Related Provisions: 112(5.6) — Transitional rules. 
History: Subsec. 112(5.5) added by. 1995, c. 21, subsec. 56(7), ap- 


plicable to dispositions in taxation years that begin after October 
1994. 


(5. 6) Stop-loss rules festricted on determin- 
ing whether any of subsections (3) to (4), (4.2) and 
(4.3) apply to.the disposition of a share by a tax- 
payer, each of those subsections shall be read with- 
out reference to palaneu (a) of the subsection 
where ; 


(a) the share is a mark-to-market property for the 
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(a) the disposition occurs 


(i) because of subsection 142.5(2) in a taxa- 
tion year that includes October 31, 1994, or 


(ii) because of paragraph 142.6(1)(b) after Oc- 
tober 30, 1994; or 


(b) the share was a mark-to-market property of 
the taxpayer for a taxation year that begins after 
October. 1994 in which the taxpayer was a finan- 
cial institution. 


History: Subsec. 112(5.6) added by 1995, c. 21,,subsec..56(7), ap- 
plicable to dispositions occurring after October 30, 1994. 


(6) Meaning of certain SE PURE SICH — For the 
purposes of this section, 


(a) [taxable dividend”] — “taxable dividend” 
does not include a capital gains dividend within 
the meaning assigned by subsection 131(1); 


Related Provisions: 80.03(1) — Same definition of taxable divi- 

dend for purposes. of deemed gain following debt. forgiveness. 
‘(b) [“control”] — one corporation is controlled 
by another corporation if more than 50% of its 
issued share capital (having full voting rights 
under all circumstances) belongs to the other cor- 
poration, to persons with whom the other corpo- 
ration does not deal at arm’s length, or to the 
other..corporation and persons with whom the 
other corporation does not deal at arm’s length; 
and 
(c) [“financial institution”, “mark-to- 
market property”] — “financial institution” 
and: “mark-to-market property” have the mean- 
ings assigned by subsection 142.2(1). - 
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Related Provisions: See Related provisions and Definitions, at 
end of s. 112. : 


History: Para. 112(6)(c) added by 1995, c. 21, subsec: 36(8), appli- 
cable to taxation weal that-begin after October 1994. 


(7) Rules where shares exchanged — Where 
at a particular time a share (in this subsection re- 
ferred to as the “new share’) has been acquired by a 
corporation, partnership or trust (in this subsection 
referred to as the “holder’’) in exchange for another 
share (inthis subsection referred to as the “old 
share”) by means of a transaction to which section 
51, 85.1, 86 or 87 applies, any reference in subsec- 
tion (3), (3. 1) or (3.2) to.a.share shall be deemed to 
include a reference to the new share and the old 
share as though they: were the same share, except 
that the total of the amounts to be deducted from a 
loss otherwise determined’on any new share of the 
holder, in respect of dividends received, or desig- 
~ nated by the holder, in respect of the share, shall be 
deemed to. be. the total of 


(a) the total of all amounts each of which is an 
_, amount that would be determined under subsec- 
- tion (3), (3.1) or (3.2) in respect of a taxable divi- 

dend,.a capital dividend or a life i insurance capital 
_ dividend received or designated by the holder.in 

_ Tespect of the new share only, and 


(b) the amount determined by the formula 


5 
fay Ba 
C 

| where. 


A is the total of all: amounts each re which is. fe 

amount determined in respect of an old share 

_. » exchanged by the holder at the particular time 
equal to the lesser of 


+ 9G) the total of all amounts each of writen is 
received or designated by the holder in re- 
spect of a taxable dividend, a capital divi- 
dend or a life insurance capital dividend on 

_ the old share, and 


(ii) the adjusted cost base to the holder of 


the: old share i ean before the ia 
ticular time; 


B is the auyilated ¢ cost base to the holder ap the 
new share cuca} after the exchange; 
“and . 

C is the adjusted, cost base to the holder of all 
new shares immediately after the exchange, 


to the extent that those amounts were not amounts on 
which the holder was required to pay tax under Part 
VII of the Income Tax Act, chapter 148of the Re- 
vised Statutes of Canada, 1952, as it read on March 
31, 1977. 
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History: Para. 112(7)(b) substituted by 1994, c. 21, subsec. 51(5), 
applicable to losses arising in 1992 et seg. That para. formerly read: 


(b) that proportion of the total of all amounts each of which is 
an amount received or designated by the holder in respect of a 
taxable dividend, a capital dividend or a life insurance capital 
dividend on all the old shares exchanged at the particular time 
that 


(i) the adjusted cost base to the holder of the new share 
immediately after the exchange 


is of 
(ii) the adjusted cost base to the holder of all new shares 
immediately after the exchange 


Pre-RSC History: Subsec. 112(7) substituted by 1980-81-82-83, 
c. 140, subsec. 71(7), applicable with respect to share exchanges oc- 
curring after November 12, 1981. Subsec. 112(7) formerly read: 


(Gh) Where at a particular time a share (in this subsection re- 
ferred to as the “new share’’) has been acquired by a corpora- 
tion in exchange for another share (in this subsection referred 
to as the “old share”) by means of a transaction to which sec- 
tion 51, 85.1, 86 or 87 applies, any reference in subsection (3) 
to a share shall be deemed to include a reference to the new 
share and the old share as though they were the same share, 
except that the aggregate of the amounts to be deducted from 
a loss otherwise determined on any new share of the corpora- 
tion, in respect of dividends received by it on the share, shall 
be deemed to be the aggregate of 


(a) the aggregate of amounts that would be determined 
under subsection (3) in respect of taxable dividend or 
capital dividends received by it on the new share only; 
and 


(b) that proportion of the aggregate of all amounts re- 
ceived by it in respect of taxable dividends or capital div- 
idends on all the old shares exchanged at the particular 
time that 
(i) the adjusted cost base to him of the new share im- 
mediately after the exchange 


‘is of 
(ii) the adjusted cost base to him of all new shares 
immediately after the exchange 


to the extent that such amounts were not amounts on 
which the corporation was required to pay tax under Part 
VII of this Act as it read on March 31, 1977. 


All that portion of subsec. 112(7) following para. (b) substituted by 
1977-78, c. 1, subsec. 55(5), applicable after March 31, 1977, to add 
“of this Act as it read on March 31, 1977”. 


Subsec. 112(7) added by 1974-75-76, c. 26, subsec. 72(3), applica- 
ble in respect of losses arising after May 6, 1974. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


interpretation Bulletins [subsec. 112(7)]: IT-88R2: Stock div- 
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idends; IT-269R3: Part IV tax on dividends received by a private 
corporation or a subject corporation; IT-328R3: Losses on shares on 
which dividends have been received. 


Related Provisions [s. 112]: 66(1) — Exploration development 
expenses of principal-business corporations; 82(2) — Certain divi- 
dends deemed received by taxpayer; 138(6) — Insurance corpora- 
tions — Deduction for dividends from taxable corporations; 
187.2 — Tax on dividends on taxable preferred shares; 187.3 — 
Tax on dividends on taxable RFI shares. 


Definitions [s. 112]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); ‘‘arm’s length” —251(1); “business” — 
248(1); “Canada” — 255; “capital dividend” — 83(2), 248(1);.“cap- 
ital property” — 54, 248(1); “class of shares” — 248(1); “con- 
trol” — 112(6)(b); “corporation” — 248(1), Interpretation Act 
35(1); “dividend” — 112(6)(a), 248(1); “dividend rental arrange- 
ment” — 248(1); “exempt share” — 112(2.6), (2.7); “financial 1m- 
stitution” — 112(6)(c), 142.2(1); “foreign affiliate’ — 95(1), 
248(1); “grandfathered share”, “individual”, “insurance corpora- 
tion” — 248(1); “investment corporation” — 130(3)(a), 248(1); “in- 
vestor”, “issuer” — 112(2.6); “life insurance capital dividend” — 
248(1); “mark-to-market property” — 112(6)(c), 142.2(1); “mutual 
fund corporation” — 131(8), 248(1); “mutual fund trust” — 132(6), 
248(1); “non-resident-owned investment corporation” — 133(8), 
248(1); “person”, “prescribed”, “property” — 248(1); “received” — 
248(7); “regulation” — 248(1); “related” — 112(2.9), 251; “resi- 
dent in Canada” — 250; “restricted financial institution” — 248(1); 
“series of transactions” — 248(10); “share” — 112(7), 248(1); 
“short-term preferred share” — 248(1); “specified financial institu- 
tion” — 248(1), 248(14); “substituted property” — 248(5); “tax 
payable” — 248(2); “taxable Canadian corporation” — 89(1), 
248(1); “taxable dividend” — 89(1), 112(6)(a), 248(1); “taxable in- 
come” — 2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxable preferred share” — 248(1); “taxation 
year” — 249; “taxpayer”, “term preferred share” — 248(1); 
“trust” — 104(1), 248(1), (3). 


113. (1) Deduction in respect of dividend 
received from foreign affiliate — Where in a 
taxation year a corporation resident in Canada has 
received a dividend on a share owned by it of the 
capital stock of a foreign affiliate of the corporation, 
there may be deducted from the income for the year 
of the corporation for the purpose of computing its 
taxable income for the year, an amount equal to the 
total of 


(a) an amount equal to such portion of the divi- 
dend as is prescribed to have been paid out of the 
exempt surplus, as defined by regulation (in this 
Part referred to as “exempt surplus”) of the 
affiliate, é 
Selected Cases [para. 113(1)(a)]: Old HW-GW Ltd. v. Canada, 
[1993] 1 C.T.C. 363 (FCA), leave to appeal to SCC refused (Sept. 
30, 1993), Doc. 23591 (SCC) (Puerto Rico separate country from 
US under subsections 5907(10) and (11) of Regulations; incentive 
to promote sales from Puerto Rico to US was “export” incentive; 
dividends from foreign affiliate in Puerto Rico not from “exempt 
surplus’). 


(b) an amount equal to the lesser of 


(i) the product obtained when the foreign tax 
prescribed to be applicable to such portion of 
the dividend as is prescribed to have been paid 
out of the taxable surplus, as defined by regu- 
lation (in this Part referred to as “taxable sur- 
plus”) of the affiliate is multiplied by the 
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amount by which 
(A) the relevant tax factor 
exceeds 
(B) one, and 
(ii) that portion of the dicted 
(c) an amount equal to the lesser of 
(i) the product obtained when 


(A) the non-business-income tax paid by 
the corporation applicable to such portion 
of the dividend as ‘is prescribed to have 
been paid out of the taxable Surphis of the 
affiliate. 


iS iiltiplied by 
_ (B) the relevant tax factor, and 


(i) the amount by which-such portion of the 
dividend as is prescribed to have been paid 
out of the taxable surplus of the: affiliate ‘ex- 
ceeds the deduction in respect thereof referred 
to in paragraph (b); and ; 


(d) an amount equal to'such portion of the diob 
dend as is prescribed to have been paid out of the 
_pre-acquisition surplus of the affiliate, 


and for the purposes of this subsection and subdivi- 
sion 1 of Division B, the corporation may make such 
elections as may be prescribed. 


Related Provisions: 20(13) — Deduction for dividend; 91(5) — 
Amounts deductible in respect of dividends received; 93(3) — Ex- 
empt. dividends; 111(8)“non-capital loss”A:E — Carryforward of 
dividend deduction as non-capital loss;;112(2)-— Deduction for 
dividend received from corporation that is not a foreign affiliate; 
113(4) — Dividend received before 1976; 186(1) — Part IV tax on 
certain taxable dividends; 186(3)“assessable dividend” — Part IV 


tax. See additional Related provisions and Definitions at end of.s. | 


Lt. 


Pre-RSC History: That portion of subsec.113(1) following para. 
(d) added by 1980-81-82-83, c. 140, s. 72, applicable with respect to 
elections made after 1975. 


Paras. 113(1)(a)-(d) substituted by 1974-75-76, c. 26, subsecs. 
73(1)-(4), applicable to 1972 et seq. 


Regulations: 5900-5902, 5906, 5907. (prescribed portion, pre- 
scribed: foreign tax, prescribed elections, definitions); 5900(1)(c) 
(pre-acquisition. surplus); io ipso (exempt veil te 5907(1)(k) 
(taxable: surplus)’ 


Interpretation Rulletiness IT-98R2: Investment corporations; IT- 
232R2: Non-capital losses, net capital losses, restricted farm losses, 
farm losses and limited partnership losses — their composition and 
deductibility in computing taxable income; IT-269R3: Part IV tax 


on taxable dividends received by.a,private corporation ora subject | 


corporation; IT-328R3: Losses on. shares on.which dividends have 
been received. 


Information Circulars: 77-9R: Books, records ‘and other require- 
ments for taxpayers having foreign affiliates. 


(2) Additional deduction — Where, at any partic- 
ular time in a taxation year ending after 1975, a cor- 
poration resident in Canada has received a dividend 
on a share owned by it at the end of its 1975 taxation 
year of the capital stock of a foreign affiliate of the 
corporation, there may be deducted from the income 
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for the year of the corporation for the purpose of 
computing its taxable income for the year, an 
amount in respect of the dividend equal to the lesser 
of 


(a) the amount, if any, by which the amount of 
the dividend so received exceeds the total of 


(i) the deduction in respect of the dividend 
permitted by subsection 91(5) in computing 
the corporation’s income for the year, and’ 


(ii) the deduction in respect of the dividend 
permitted by subsection (1) from the income 
for the year of the corporation for the purpose 
of computing its taxable income, and 


(b) the amount, if any, by which 


(i) the adjusted cost base to the corporation of 
the share at the end of its 1975 taxation year 


exceeds. the total of . 
(11) [Repealed under former Act] 


(iii) such amounts in respect of dividends re- 
ceived by the corporation on the share after 
the end of its 1975 taxation year and before 
the particular time as are deductible under 
paragraph (1)(d) in computing the taxable in- 
come of the corporation for taxation years 
ending after 1975, 


(iii.1) the total of all amounts received by the 
corporation on the share after the end of its 
1975 taxation year and before the particular 
time on a reduction of the paid-up capital of 
the foreign affiliate in respect of the share, 
and 


(iv) the total of all amounts deducted under 
this subsection in respect of dividends re- 
ceived by the corporation on the share before 
the particular time. 


Related Provisions: 92 — Adjusted cost base of share in foreign 
affiliate; 113(1) — Deduction in respect of dividend received from 
foreign affiliate; 186(3)‘‘assessable dividend’? — Part IV tax. See 
additional Related provisions and Definitions at end of s. 113. 


Pre-RSC History: Subpara. 113(2)(b)(ii). repealed by 1979, c.5,'s. 
37, applicable to, 1976 et seg. Subpara. 113(2)(b)(ii) formerly. read: 


(ii) the amount, if any, by’ which the aggregate of amounts 
required by paragraph 92(1)(a) to be added in computing the 
adjusted cost base referred to in subparagraph (i) exceeds the 
aggregate of amounts required by paragraph 92(1)(b) to be 
deducted in computing that adjusted cost base, 


Subpara. 113(2)(b)(iti) added by 1976-77, c. 4, s. 47, applicable in 
respect.of any amount received by a corporation resident in Canada, 
after the end of the corporation’s. 1975 taxation year, on a share of a 
foreign affiliate of the corporation on a reduction of the paid-up 
capital of the foreign affiliate in respect of that share. 


Subparas.-113(2)(a)(i), 113(2)(b) substituted by 1974-75-76, Cn20, 
subsec. 73(1)-(4), applicable to 1972 et seq. 

Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
269R3: Part IV tax on taxable dividends received by a private cor- 
poration or a subject corporation. 


(3) Definitions — In this section, 


S. 113(3) non 


‘“non-business-income tax” paid by a taxpayer has 
the meaning assigned by subsection 126(7); 


“relevant tax factor” has the meaning assigned by 
subsection 95(1). 


Pre-RSC History: The definition “non-business-income tax” was 
para. 113(3)(b); “relevant tax factor” was para. 113(3)(a). 


(4) Portion of dividend deemed paid out of 
exempt surplus — Such portion of any dividend 
received at any time in a taxation year by a corpora- 
tion resident in Canada on a share owned by it of the 
capital stock of a foreign affiliate of the corporation, 
that was received after the 1971 taxation year of the 
affiliate and before the affiliate’s 1976 taxation year, 
as exceeds the amount deductible in respect of the 
dividend under paragraph (1)(d) in computing the 
corporation’s taxable income for the year shall, for 
the purposes of paragraph (1)(a), be deemed to be 
the portion of the dividend prescribed to have been 
paid out of the exempt surplus of the affiliate. 


Related Provisions: 113(1) — Deduction in respect of dividend 
received from foreign affiliate. See additional Related provisions 
and Definitions at end of s. 113. 


Pre-RSC History: Subsecs. 113(3), (4) substituted, subsecs. 
113(5)-(7) repealed, by 1974-75-76, c. 26, subsecs. 73(1)-(4), ap- 
plicable to 1972 et seq. 


Related Provisions [s. 113]: 66(1) — Exploration and develop- 
ment expenses of principal-business corporations; 80.1(4) — Assets 
acquired from foreign affiliate of taxpayer as dividend in kind or as 
benefit to shareholder; 82(2) — Dividend deemed received by tax- 
payer; 126(4) — Portion of foreign tax not included; 187.2 — Tax 
on dividends on taxable preferred shares; 187.3 — Tax on dividends 
on taxable RFI shares; 258(3) — Deemed interest on term preferred 
share; 258(5) — Déemed interest on certain shares. 


Definitions [s. 113]: “adjusted cost base” — 54; “amount” — 
248(1); “Canada” — 255; “corporation” — 248(1), Interpretation 
Act 35(1); “dividend” — 248(1); “exempt surplus’”’— 113(1)(a), 
Reg. 5907(1)(d); “foreign. affiliate” —95(1), 248(1); “individ- 
ual” — 248(1); “non-business-income tax” — 113(3), 126(7); “pre- 
scribed” — 248(1); “relevant tax factor” — 95(1), 113(3); “resident 
in Canada” — 250; “share” — 248(1); “taxable income” — 2(2), 
248(1); “taxable surplus” — 113(1)(b)(i), Reg. 5907(1)(k); “taxa- 
tion year” — 249; “taxpayer” — 248(1). 


114. Individual resident in Canada for only 
part of year — Notwithstanding subsection 2(2), 
where an individual is resident in Canada throughout 
part of a taxation year, and throughout another part 
of the year is non-resident, the individual’s taxable 
income for the year is the amount, if any, by which 
the total of 


(a) the individual’s income for the period or peri- 
ods in the year throughout which the individual is 
resident in Canada, computed without regard to 
section 61.2 and as though that period or those 
periods were the whole taxation year, and 


(b) the amount that would be the individual’s tax- 
able income earned in Canada for the year if at no 
time in the year the individual had been resident 
in Canada, computed as though the part of the 
year that is not in the period or periods referred to 
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in paragraph (a) were the whole taxation year, 
exceeds 
(c) the total of 


(i) such of the deductions permitted for the 
purpose of computing taxable income as can 
reasonably be considered wholly applicable, 
and 


(ii) such part of any other of those deductions 
as can reasonably be considered applicable 


to the period or periods referred to in paragraph 

(a), i 
except that the total of all amounts included in com- 
puting the total determined under paragraph (c) and 
all amounts deducted because of paragraphs 
115(1)(d) to (f) in respect of the individual for the 
year shall not exceed the total of the amounts that 
would have been deductible in computing the indi- 
vidual’s taxable income for the year had the individ- 
ual been resident in Canada throughout the year. 


Related Provisions: 111(9)— Losses where taxpayer not resi- 
dent in Canada; 114.1 — Application of subsec. 115(2); 118.91 — 
Part-time resident — deductions from tax; 120(3)(a) — Effect of s. 
114 where income earned in no province or in Quebec; 126(2.1) — 
Foreign tax credit where s. 114 applies; 128.1 — Change in 
residence. 


History: Para. 114(a) amended by 1995, c. 21, s. 37, applicable to 
taxation years that end after February 21, 1994. Para. (a) formerly 
read: 


(a) the individual’s income for the period or periods in the 
year throughout which the individual is resident in Canada, 
computed as though that period or those periods were the 
whole taxation year, and 


All that portion of s. 114 preceding para. (b) substituted by 1994, c. 
21, s. 52, applicable to 1992 et seq., except that a taxpayer may 
elect that the amendment not apply to the taxpayer’s 1992 taxation 
year by notifying the Minister of National Revenue in writing 
before the end of December 1994. That portion of s. 114 formerly 
read: 


114. Individual resident in Canada for only part of year — 
Notwithstanding subsection 2(2), where an individual is resi- 
dent in Canada during part of a taxation year, and during 
some other part of the year is not resident in Canada, is not 
employed in Canada and is not carrying on business in Can- 
ada, for the purposes of this Part, the individual’s taxable in- 
come for the year is the amount, if any, by which the total of 


(a) the individual’s income for the period or periods in~ 
the year throughout which the individual is resident in 
Canada, is employed in Canada or is carrying on business 
in Canada, computed as though that period or those peri- 
ods were the whole taxation year and as though any dis- 
position of property deemed by subsection 48(1) to have 
been made because the individual ceased to be resident in 
Canada were made in that period or those periods, and 


S. 114 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 85, applica- 
ble to 1988 et seq. S. 114 formerly read: 


114. Individual resident in Canada during part only of 
year — Notwithstanding subsection 2(2), where an individ- 
ual was resident in Canada during part of a taxation year, and 
_ during some other part of the year was not resident in Can- 
ada, was not employed in Canada and was not carrying on 
business in Canada, for the purpose of this Part, the individ- 
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ual’s taxable income for the, taxation, year is the total of 


(a) the individual’s income for the period or periods in 
the year throughout which the individual-was resident in 
Canada, was employed in Canada or was carrying on 
business in Canada, computed as though that period or 
those periods were the whole taxation year and as though 
any disposition of property deemed by subsection 48(1) 
to have been made by reason of the individual having 
ceased to be resident in Canada were made in the period 
or periods, and 


(b) the amount that would be the individual’s taxable in- 
come earned in Canada for the year if at no time in the 
year the individual had been resident in Canada, com- 
puted as though the portion of the year that is not in the 
period or periods referred to in paragraph (a) were the 
whole taxation year, 


minus the total of such of the deductions permitted for the 
purpose of computing taxable income as may reasonably be 
considered wholly applicable to the period or periods referred 
to in paragraph (a) and of such part of any other of those de- 
ductions as may reasonably be considered applicable to the 
period or periods. 


Pre-RSC History: Para. 114(a) amended by 1988, c. 55, s. 86, to 
substitute “the year throughout which” for “the year during which” 
and “by reason-of” for “by virtue of’, applicable to 1988 et seq. 


Para. 114(a) substituted by 1986, c.'6, s. 62, sid orale to 1986 et 
seq: Para. 114(a) formerly read: 


(a) his income for the period or periods in the year iGutine 
which he was resident in Canada, was employed in Canada or 
was catrying on business in Canada, computed, as though 


(i) such period or periods were the whole ‘taxation year, 


(ii) any- disposition of property deemed by subsection 
48(1) to have been made by virtue of the taxpayer’s hav- 
ing ceased to be resident in Canada were made in such 
period or periods, and 


(iii) any amount deemed by subsection 48(1.1) to be a 
capital gain or capital loss for the year from an indexed 
security investment plan were a capital gain or capital 
loss, as the case may be, for such period or periods, and 


S. 114 substituted by 1984, c. 1, s. 57, applicable. to 1983.et seg. S. 
114 formerly read: 


114. Individual resident in Canada during part only of 
year — Where an individual was resident in Canada during 
part of a taxation year, and during some other part of the year 
was not resident in Canada, was not employed in Canada and 
was not carrying on business in Canada, for the purpose of 
this Part his taxable income for the taxation year is the aggre- 
gate of : 


(a) his income for the period or periods in the year during 
which he was resident in Canada, was employed in Can- 
ada or was carrying on business in Canada, computed as 
though such period or periods were the whole taxation 
year and as though any disposition of property: deemed 
by subsection 48(1) to have been.made by virtue of the 
taxpayer’s having ceased to be resident in Canada. were 
_made in such period or periods, and 


(b) the amount that would be his taxable income earned 
in Canada for the year if at no time in the year he had 
been resident in Canada, computed as though the portion 
of the year that is not in the. period or periods referred to 
in paragraph (a) were the whole taxation year, 


minus the aggregate of such of the deductions from. income 
“permitted for the purpose of computing taxable income as 
may reasonably be considered wholly applicable to the period 
or periods referred to in, paragraph (a) and of such part of any 


Definitions [s. 114]: 
| adar eit Dis Si Bs 


S. 114.2 


other of the said deductions as may reasonably be considered 
applicable to such period or periods. 


Selected Cases [s. 114]: Taylor v. Canada, [1991] 1 C.T:C. 304 
(FCA) (No carryforward of “non-capital loss of other years” in- 
curred during non-residency); Taylor v. Canada, [1988] 2 C.T.C. 
226 (FCTD); rev'd [1991] 1 C.T.C. 304 (FCA) (Division B deduc- 
tions not restricted. to those reasonably considered wholly applicable 
to period of residence); Schujahn v. MNR, [1962] C.T.C. 364 (Exch) 
(Intention not relevant; residence is question of fact). — 
“amount”, - “business” — 248(1); “Can- 
capital gain”, “capital loss” — 39(1), 248(1); “carry- 
ing on business” — 253; “employed”, “individual”, “non-resident”, 
“property” — 248(1); “resident in Canada” — 250; “taxable in- 
come” —.2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 114]: IT-163R2: Election by non- 
resident individuals on certain Canadian source income; IT-193 SR: 
Taxable income of individuals resident in Canada during part of 
year (Special Release); IT-194: Foreign tax credit — part-time. re- 
sidents; IT-221R2: Determination of an individual’s residence sta- 
tus; IT-262R2: Losses of non-residents and part-year TeRIGeANE IT- 
497R3: Overseas employment tax credit. 


114.1 Application of subsec. 115(2) — In ap- 
plying section 115 for the purposes of section 114, 
the references in paragraphs 115(2)(b), (b.1) and (c) 
o “who had, in any previous year, ceased to be resi- 
dent in Canada” shall be read as references to “who 
has, in the year, or had, in any previous year, ceased 
to be resident in Canada”. 

Pre-RSC History: S. 114.1 added by 1973-74, c. 14, s. 36, appli- 
cable to 1974 et seq. with respect to individuals who last ceased to 
be resident in Canada on or before February 19; 1973 and to 1973 et 


seq. with respect to individuals who. cease: to be resident in Canada 
after February 19, 1973. 


Definitions [s. 114.1]: “resident in Conn 250. 


Interpretation Bulletins: IT-193 SR: Taxable income of individ- 
uals resident in Canada during part of a year (Special Release). 


114.2 Deductions in separate returns — Where 
a separate return of income with respect to a tax- 
payer is filed under subsection 70(2), 104(23) or 
150(4) for a particular period and another return of 
income under this Part with respect to the taxpayer is 
filed for a period ending in the calendar year in 
which the particular period ends, for the purpose of 
computing the taxable income.under this Part of the 
taxpayer in those returns, the total of all deductions 
claimed in all those returns under section 110 shall 
not exceed the total that could be deducted under 
that section for the year with respect to the taxpayer 
if no separate returns were. filed under subsections 
70(2), 104(23)and 150(4). 

Related Provisions: 118.93 — Credits in separate returns. 


Pre-RSC History; S. 114.2 substituted by 1988, c. 55, s. 87, 
applicable to 1988 et seg. S. 114.2 formerly read: 


114.2 Deductions in separate returns — Where a separate 
return of income with respect to a taxpayer is filed under sub- 
section 70(2), 104(23) or 150(4) for a particular period and 
another return of income under this Part’ with respect to the 
taxpayer is filed for a period ending in the calendar year in 
which the particular period ends, for the purpose of comput- 
ing the taxable income under this Part of the taxpayer in such 
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returns, the aggregate of all deductions claimed in all such 
returns under any of sections 110, 110.1 and 110.2 shall not 
exceed the aggregate that could be deducted under such sec- 
tion for the year with respect to, the taxpayer if a separate re- 
turn were not filed under any of subsections 70(2), 104(23) 
and 150(4). 


S. 114.2 added by 1985, c. 45, s. 59, applicable to 1985 et seq. 
Definitions [s. 114.2]: “taxable income” — 2(2), 248(1); “tax- 
payer” — 248(1). 


Interpretation Bulletins: IT-326R3: Returns of deceased persons 
as “another person”. 


Division D — Taxable Income 
Earned in Canada by Non- 
Residents 


115. (1) Non-resident’s taxable income 
[earned] in Canada [and taxable Canadian 
property] — For the purposes of this Act, the taxa- 
ble income earned in Canada for a taxation year of a 
person who at no time in the year is resident in Can- 
ada is the amount of the non-resident person’s in- 
come for the year that would be determined: under 
section 3 if 


(a) the non-resident person had no income other 
than 


(i) incomes from the duties of offices and em- 
ployments performed by the non-resident per- 
son. in Canada, 


(ii) incomes from businesses carried on by the 
non-resident person in Canada, 


(iii) taxable capital gains from dispositions de- 
scribed in paragraph (b), 


(iii.1) the amount by which the amount re- 
quired by paragraph 59(3.2)(c) to be included 
in computing the non-resident person’s in- 
come for the year exceeds any portion of that 
amount that was included in computing the 
non-resident person’s income from a business 
carried on by the non-resident person in 
Canada, 


(111.2) amounts required by section 13 to be in- 
cluded in computing the non-resident person’s 
income for the year in respect of dispositions 
of properties to the extent that those amounts 
were not included in computing the non-resi- 
dent person’s income from a business carried 
on by the non-resident person in Canada, 


(111.21) the amount, if any, included under sec- 
tion 56.3 in computing the non-resident per- 
son’s income for the year, 


(111.3) in any case where, in the year, the non- 
resident person carried on a business in Can- 
ada described in any of paragraphs (a) to (g) 
of the definition “principal-business corpora- 
tion” in subsection 66(15), all amounts in re- 
spect of a Canadian resource property that 
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would be required to be included in comput- 
ing the non-resident person’s income for the 
year under this Part if the non-resident person 
were resident in Canada at any time in the 
year, to the extent that those amounts are not 
included in computing the non-resident per- 
son’s income by virtue of subparagraph (11) or 
(iii. 1), 

(iv) the amount, if any, by which any amount 
required by subsection 106(2) to be included 
in, computing the non-resident person’s in- 
come for the year as proceeds of the disposi- 
tion of an income interest in a trust resident in 
Canada exceeds the amount in respect of that 
income interest that. would, if the non-resident 
person had been resident in Canada through- 
out the year, be deductible under subsection 
106(1) in computing the non-resident person’s 
income for the year, 


(iv.1) the amount, if any, by which any 
amount required by subsection 96(1.2) to be 
included in computing the non-resident per- 
son’s income for the year as proceeds of the 
disposition of a right to a share of the income 
or loss under an agreement referred to in para- 
graph 96(1.1)(a) exceeds the amount in re- 
spect of that right that would, if the non-resi- 
dent person had been resident in Canada 
throughout the year, be deductible. under sub- 
section 96(1:3) in computing the non-resident 
person’s income for the year, 


(v) in the case of a non-resident person de- 
scribed in subsection (2), the total determined 
under paragraph (2)(e) in respect of the non- 
resident person, and 


(vi) the amount that would have been required 
to be included in computing the non-resident 
person’s income in respect of a life insurance 
policy in Canada by virtue of subsection 
148(1) or (1.1) if the non-resident person had 
been resident in Canada throughout the year, 
Selected Cases [para. 115(1)(a)]: Hale (J.) v. Canada, [1992] 2 
C.T.C. 379 (FCA), leave to appeal to SCC refused (1993), 151 NR 
159 (note) (Benefit from exercising options while resident in UK 


and after Canadian employment terminated taxable; subsection 7(4) 
not inconsistent with Article 15(1) of Canada-UK Convention). 


(b) the only taxable capital gains and allowable 
capital losses referred to in paragraph 3(b) were 
taxable capital gains and allowable capital losses 
from dispositions of property each of which was 
a disposition of property or an interest therein (in 
this Act referred to as a “taxable Canadian prop- 
erty”) that was 


(1) real property situated in Canada, 


(ii) any capital property used by the non-resi- 
dent person in carrying on a business (other 
than an insurance business) in Canada, 


(11.1) where the non-resident person is an in- 
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surer, any capital property that is its desig- (ix) any other property deemed by any provi- 
nated insurance property for the year, : sion of this Act to be taxable Canadian 
(iii) a share of the capital stock of a corpora- property, ie Bes 

tion resident in Canada (other than a public but not including a share of the capital stock of a 
corporation), non-resident-owned investment corporation, if, 


on the first day of the taxation year of the corpo- 
ration in which the disposition was made, the cor- 
poration did not own any property that was prop- 
erty referred to in clauses (v)(A) to (D), and 


(iv) a share of the capital stock of a public 
corporation if at any time during such part of 
the period of 5 years immediately preceding 
the disposition thereof as is after 1971, not 
less than 25% of the issued shares of any class 
of the capital stock of the corporation be- 
longed to the non-resident person, to persons 

with whom the non-resident person did not 
deal at arm’s length, or to the non-resident 
person and persons with whom the non-resi- 
dent person did not deal at arm’s length, 


(v) an interest in a partnership, if, at any time 
during the 12 months immediately preceding 
the disposition thereof, the fair market value 
of such of the partnership property as was, at 
that time, 


(A) a Canadian resource property, 
(B) a timber resource property, 


(C) an income interest in a trust resident in 
Canada, or 


(D) any other property described in this 
paragraph 
was not less than 50% of the total of 


(E) the fair market value at that time of all 
of the partnership property, and 


(F) the amount of any money of the part- 
nership on hand at that time, 


(vi) a capital interest in a trust (other than a 
unit trust) resident in Canada, 


(vii) a unit of a unit trust (other than a aa 
fund trust) resident in Canada, 


(viii) a unit of a mutual fund trust, if at any 
time during such part of the period of 5 years 
immediately preceding the disposition thereof 
as is after 1971, not less than 25% of the is- 
sued units of the trust belonged to the non-res- 
ident person, to persons with whom the non- 
resident person did not deal at arm’s length, or 
to the non-resident person and persons with 
whom the non-resident person did not deal at 
arm’s length, or 


965 


S. 115(1)(b)(v)(A) 


Income Tax Act, Part I 


966 


Div. D — Non-Resident’s Taxable Income S. 115(1)(b) 


967 


S. 115(1)(b) 


(c) the only losses for the year referred to in para- 
graph 3(d) were losses from duties of an office or 
employment performed by the person in Canada 
and businesses carried on by the person in Can- 
ada and allowable business investment losses in 
respect of property any gain from the disposition 
of which would, because of this subsection, be in- 
cluded in computing the person’s taxable income 
earned in Canada, 


minus the total of 


(d) the deductions permitted by paragraphs 
110(1)(d), (d.1), (d.2) and (f) and subsection 
110.1(1), 


(d.1) the deductions permitted by subsections 
112(1) and (2) and 138(6), to the extent that a 
dividend or portion thereof has been included in 
computing the non-resident person’s taxable in- 
come earned in Canada, 


(e) such of the deductions from income permitted 
by section 111 as may reasonably be considered 
to be applicable to the duties of an office or em- 
ployment performed by the non-resident person 
in Canada, a business carried on by the non-resi- 
dent person in Canada or a disposition of prop- 
erty, any profit or gain on which would have been 
required by this subsection to be included in com- 
puting the non-resident person’s taxable income 
earned in Canada, and 


(f) where all or substantially all of the non-resi- 
dent person’s income for the year is included in 
computing the non-resident person’s taxable in- 
come earned in Canada for the year, such of the 
other deductions permitted for the purpose of 
computing taxable income as may reasonably be 
considered wholly applicable. 


Related Provisions: 2(3) — Tax on non-resident’s taxable in- 
come earned in Canada; 4(3) — Whether deductions are applicable 
to a particular source; 33.1 — International banking centres; 
40(9) — Prorating for gains not taxed before April 27, 1995; 
52(8) — Cost to non-resident of share of corporation that becomes 
resident in Canada; 85(1)(i), 85.1(1)(a) — Shares received on rol- 
lover of TCP deemed to be TCP; 87(10) — New share issued on 
amalgamation of public corporation deemed to be listed on pre- 
scribed stock exchange; 107.3(1)(b) — Income of non-resident ben- 
eficiary of mining reclamation trust; 111(9) — Carryover of losses 
where taxpayer not resident in Canada; 112(3)(b)(i) — Reduction in 
loss under 115(1)(d.1) on subsequent disposition of share; 
112(5.2)B(b)(), (ii) — Adjustment for dividends received on mark- 
to-market property; 114 — Individual resident in Canada during 
part only of year; 115(3) — Property deemed to include interest or 
option; 115.1 — Competent authority agreements under tax treaties; 
116 — Certificate required where non-resident disposes of taxable 
Canadian property; 118.94 — Tax payable by non-resident individ- 
ual; 128.1(1)(b)(i) — Taxable Canadian property excluded from 
deemed disposition on becoming resident in Canada; 
128.1(4)(b)(@) — Taxable Canadian property excluded from deemed 
disposition on becoming non-resident; 133 — Non-resident-owned 
investment corporations; 217 — Election respecting certain pay- 
ments; 219(1) — Branch tax on non-resident corporations; Canada- 
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U.S. Tax Convention, Art. VII — Business profits of U.S. resident; 
Art. XIII — Taxation of capital gains. 


History: Subpara. 115(1)(b)(ii.1) amended by 1997, c. 25, s. 23, 
applicable to 1997 et seg. Subpara. (b)(1i.1) formerly read: 


(1i.1) where the non-resident person is an insurer, any capital 
property that is property used by it in the year in, or held by it 
in the year in the course of, carrying on an insurance business 
in Canada, 


Subpara. 115(1)(a)(@i1.21) added by 1995, c. 21, s. 38, applicable to 
taxation years that end after February 21, 1994. 


Para. 115(1)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
50, applicable to 1991 et seq. Para. (c) formerly read: 


(c) the only losses referred to in paragraph 3(d) were losses 
from businesses carried on by the non-resident person in 
Canada, 


Para. 115(1)(d) amended by 1994, c. 7, Sch. If (1991, c. 49), subsec. » 
86(1), to delete reference to paragraph 110(1)(i), applicable to 1988 
et seq. 


Para. 115(1)(d.1) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
86(2), applicable to 1983 et seq. 


Pre-RSC History: That portion of subsec. 115(1) preceding para. 
(a), and para. 115(1)(d), substituted by 1988, c. 55, subsecs. 88(1), 
(2), applicable to 1988 et seg. That portion of subsec. 115(1) and 
para. 115(1)(d) formerly read: 


115. (1) Non-residents’ taxable income earned in Can- 
ada — For the purposes of this Act, a non-resident person’s 
taxable income earned in Canada for a taxation year is the 
amount of his income for the year that would be determined 
under section 3 if 


(d) the deductions permitted by paragraphs 110(1)(a), (b), 
(b.1), (d), (d.1), (d.2), (e), ( and (a), 


Para. 115(1)(d) amended by 1986, c. 6, s. 63, applicable to 1985 et 
seq., to add references to paragraphs (d.1) and (d.2). 


Subpara. 115(1)(a)(iii.3) amended to substitute “a Canadian re- 
source property” for “any property described in paragraph 59(2)(a), 
(c) or (d)”; cl. 115(1)(b)(v)(B) repealed, and (B.1) renumbered as 
(B), by 1985, c. 45, subsecs. 60(1), (2), applicable to taxation years 
commencing after 1984. Cl. 115(1)(b)(v)(B) formerly read: 


(B) a property that would have been a Canadian resource 
property if it had been acquired after 1971, 


Para. 115(1)(d) amended by 1985, c. 45, subsec. 60(3), to add refer- 
ence to para. 110(1)(f), applicable to 1982 et seq., except that, in its 
application to the 1982 and 1983 taxation years, para. 115(1)(d) 
shall be read as follows: 


(d) the deductions permitted by paragraphs 110(1)(a), (b), 
(b.1), (e), (f) and (i), 


Para. 115(1)(d) substituted by 1984, c. 45, s. 37, applicable to 1984 
et seq. Para. 115(1)(d) formerly read: 


(d) the deductions from income permitted by paragraphs 
110(1)(a), (b), (b.1), (e) and (4), 


Para. 115(1)(f) substituted by 1984, c. 1, s. 58, applicable to 1983 er 
seq. Para. 115(1)(f) formerly read: 


(f) where all or substantially all of the non-resident person’s 
income for the year is described by subparagraph (a)(i) or (ii) 
or (2)(e)(i1), such of the other deductions from income per- 
mitted for the purpose of computing taxable income as may 
reasonably be considered wholly applicable. 
Subsec. 115(1) amended by 1980-81-82-83, c. 140, s. 73(1)-(3), to 
add subpara. 115(1)(a)(vi), applicable with respect to dispositions 
occurring after November 12, 1981; to substitute subpara. 
115(1)(b)Gi) and add subpara. 115(1)(b)(ii.1), applicable with re- 
spect to dispositions of property occurring after November 12, 
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1981; and to ‘substitute that portion of subsec. 115(1) following 
para. (Cc), adding paras. (d), (e) and (f), applicable to the 1982 and 
subsequent taxation years. The substituted portions of subsec. 
115(1) formerly read: 


[(b)] Gi) any other capital property used by bin in carry- 
ing on a business in Canada, 


{all that portion following (c)] 


minus the aggregate of such of the deductions from income 
permitted for the purpose of computing taxable income as 

- may reasonably be considered wholly applicable and of such 
part of any other of the said deductions as may reasonably be 
considered applicable. 


Subpara. 115(1)(a)(ii1.3) added, cls. 115(1)(b)(v)(A), (B) substituted 
by 1980-81-82-83, c. 48, subsecs. 62(1), (2), applicable to taxation 
years ending after December 11, 1979. Cls. 115(1)(b)(v)(A), (B) 
formerly read: 


(A) a Canadian resource property (within the ee as- 
signed by subsection 66(15)), 


(B) a property that would have been a Canadian resource 
property (within the meaning assigned. by subsection 66(15)), 
if it had been acquired after 1971, 


Subparas. 115(1)(a)Qii.1), (ii1.2) substituted by 1977-78, c. 1, sub- 
sec. 56(1), applicable, as to subpara. 115(1)(a)(iii.1), to. 1977 et seq. 
and, as to subpara. 115(1)(a)(iii.2), with respect to taxation years 
commencing after May 25, 1976. Poort T1S(1)(a) (ii. 1), (411.2) 
formerly read: 


(iii.1) proceeds, of disposition that become receivable ie him 
in the year in respect of the disposition of:a property that is a 
Canadian resource property or that would have been such a 
property if it had been acquired by him after 1971, to the ex- 
tent that those proceeds ‘were not included in computing his 
income from a business carried on by him in Canada, 


(iii.2) amounts required by subsection 13(1.1) to be included 
in computing his income for the year in respect of. disposi- 
tions of timber resource properties to the extent that those | 
amounts were not included in computing his income from a 
business carried on by him in Canada, 


Subpara. 115(1)(a)(ili.1) amended, all that portion of. para. 
115(1)(b) preceding subpara. (v) substituted to add “or an interest 
therein” to the portion preceding subpara. (i) and to delete the same 
phrase from subparas. (i), (iii) and (iv), that portion of para. 
115(1)(b) following subpara. (ix) added, subparas. 115(1)(a)(iii.2), 
(iv.1), cl. 115(1)(b)(v)(B.1) added by 1974-75-76, c. 26, subsecs, 
74(1)-(5), applicable, as to subparas. 115(1)(a) (iii.1), (i1i.2), after 
May 6, 1974, as to subpara. 115(1)(a)(iv.1) and those portions of 
para. 115(1)(b) preceding para. (a) and following subpara. (viii), to 
1972 et seq., as to clause 115(1)(b)(v)(B.1), to 1974 et seg. Subpara. 
115(1)(a)Gii.1) formerly read: 


(iii.1) proceeds of the disposition by him in the year of a 
property that is a Canadian resource property (within the 
meaning assigned by subsection 66(15)) or that would have 
been such a property if it had been acquired by him after 
1971, to the extent not included in computing his income 
from a business carried on by him in Canada, 


Subpara. 115(1)(b)(v) substituted by 1973-74, c. 30, s. 12, applica- 
ble with respect to a disposition of an interest in a partnership after 
February 19, 1973. Subpara. 115(1)(b)(v) formerly. read: 


(v) an interest in a partnership, if at‘any time during such of 
the period of 12 months immediately preceding the disposi- 
tion thereof as is after 1971, the fair market value of such of 
the partnership property as was property described in this par- 
agraph was not less than 50% of the aggregate of 


(A) the fair market value at that time of all of the partner- 
ship property, and 


S..115(2)(b.1) 


(B) the amount of any money of the partnership on hand 
at that time, 


Subpara. 115(1)(b)(ix) added by 1973-74, c. 14, are 37(1), ap- 
plicable to 1972 et seg. _ 

Selected Cases [subsec. 115(1)]: Hale v.. Canada, [1992] 2 
Ce? Sto (FCA); leave to appeal to SCC refused [unreported] 
(March 11, 1993), Doc. 23193 (Stock option benefit arose from Ca- 
nadian employment and taxed even though taxpayer not resident in 
Canada when option exercised); Placrefid Ltd. v. MNR, [1992] 2 
C.T.C, 198 (FCTD) (Payment to cancel settlement agreement by 
mortgagee not taxable as proceeds of disposition of option); Hurd v. 
The Queen, [1981] C.T.C. 209 (FCA) (Benefit from exercise of op- 
tion taxable where U.S. resident yas duties in Canada in year 
of exercise). 

Regulations: 3200, 3201 (prescribed stock exchanges; will be 
amended to apply to 115(1)(b)(iii)-(v), but see also ITA 87(10)). 
1.T. Application Rules: 26(30) (taxable Canadian property under 
new rules effective April 26, 1995). 

Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options; IT-150R2: Acquisition from a non-resident of certain 
property by death or mortgage foreclosure or by virtue.of a deemed 
disposition; IT-176R2: Taxable Canadian property — Interests in 
and options on real property and shares; IT-242R: Retired partners; 
IT-262R2: Losses of non-residents and part-year residents; IT- 
393R2: Election re. tax on rents and: timber royalties — non-re- 
sidents; IT-421R2:, Benefits to. individuals, corporations and share- 
holders from loans or debt; IT-434R: Rental of real property by in- 
dividual; IT-451R: Deemed disposition and acquisition on ceasing 
to be or becoming resident in Canada; IT-465R: Non-resident bene- 
ficiaries of trusts; IT-478R: CCA — Recapture and terminal loss: 
See also list at.end of s. 115. 


Information Circulars: 72-17R4: Procedures concerning the dis- 
position of taxable Canadian property by non-residents of Can- 
ada — section 116; 88-2 Supplement, para. 7: General anti-avoid- 
ance rule — section 245 of the Income Tax Act. 


Advance Tax Rulings: ATR-70:. Distribution of taxable Cana- 
dian property by’a trust to a non-resident. 


Forms: T2061: Election by an emigrant to defer deemed disposi- 
tion of property and.capital gains thereon; T2061A: Election by an 
emigrant to report deemed dispositions of taxable Canadian prop- 
erty and capital gains and/or losses thereon. 


(2) Idem [persons deemed employed in Can- 
ada] — Where, in a taxation year, a non-resident 
i was 


(a) a student in full-time attendance at an educa- 
tional institution in Canada that is a university, 
college or other educational institution providing 
courses at a post-secondary ischoat level in 
Canada, 


(b) a student attending, or a teacher teaching at, 
an educational institution outside Canada that is a 
university, college or other educational institution 

_ providing courses at a post-secondary school 
level, who had, in any previous year, ceased to be 
resident in Canada in the course of or subsequent 
to moving to attend or to teachvat, as the case may 
be, that institution, 


(b.1) an individual who had, in any previous year, 
ceased to be resident in Canada in the course of 
or subsequent to moving to carry on research or 
any similar work under a grant received by the 
individual to enable the individual to carry on 
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that research or work, 


(c) an individual who had, in any previous year, 
ceased to be resident in Canada and who was, in 
the taxation year, in receipt of remuneration in re- 
spect of an office or employment that was paid to 
the individual directly or indirectly by a person 
resident in Canada, or 


(c.1) a person who received in the year an 
amount, under a contract, that was or will be de- 
ductible in computing the income of a taxpayer 
subject to tax under this Part and the amount can, 
irrespective of when the contract was entered into 
or the form. or legal effect of the contract, reason- 
ably be regarded as having been received, in 
whole or in part, : 


(i) as consideration or partial Acintseknatiion for 
entering into a contract of service or an agree- 
ment to perform a service where any such ser- 
vice is to'be performed in Canada, or for un- 
dertaking not to enter into such a contract or 
agreement with another party, or 


(ii) as remuneration or partial remuneration 
from the duties of an office or employment or 
as compensation or partial compensation for 
services to be performed in Canada, 


the following rules apply: 


(d) for the purposes of subsection 2(3) the non- 
resident person shall be deemed to have been em- 
ployed in Canada in the year, 


(e) for the purposes of subparagraph (1)(a)(v), the 
total determined. under this paragraph in respect 
of the non-resident person is the total of 


(i) any remuneration in respect of an office or 
employment that was paid to the non-resident 
person directly or indirectly by a person resi- 
dent in Canada and was received by the non- 
resident person in the year, except to the ex- 
tent that such remuneration is attributable to 
the duties of an office or employment per- 
formed by the non-resident person anywhere 
outside Canada and 


(A) is subject to an income or profits tax 
imposed by the government of a country 
other than Canada, or 


(B) is paid in connection with the: selling 
of property, the negotiating of contracts or 
the rendering of services for the non-resi- 
dent person’s employer, or a foreign affili- 
ate of the employer, or any other person 
with whom the employer does not deal at 
arm’s length, in the ordinary course of a 
business carried on by the employer, that 
foreign affiliate or that person, 


(ii) amounts that would be required by. para- 
graph 56(1)(n) or (0) to be included in com- 
puting the non-resident person’s income for 
the year if the non-resident person were resi- 
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dent in Canada throughout the year and the 
reference in the applicable paragraph to “re- 
ceived by the taxpayer in the year” were read 
as a reference to “received by the taxpayer in 
the year from a source in Canada”, 


(iii) [Repealed] 


(iv) amounts that would. be required by para- 
graph 56(1)(q) to be included in computing 
the non-resident person’s. income for the year 
if the non-resident person were resident in 
Canada throughout the year, and 


(v) amounts described in paragraph (c.1) re- 
ceived by the non-resident person in the year, 
except to the extent that they are otherwise re- 
quired to be included in computing the non- 
resident person’s taxable income earned in 
Canada for the year, and 


(f) there may be deducted in computing the taxa- 
ble income of the non-resident person for the year 
the amount that would be deductible in comput- 
ing the non-resident person’s income for the yeat 
by virtue of section 62 if 


(i) that section were read without reference to 
paragraph 62(1)(a), 


(ii) that section were applicable in computing 
the taxable income of non-resident persons, 
and 


(iii) the amounts. described in subparagraph 
62(1)(f)(Gii) were the amounts described in 
subparagraph (e)(ii) of this subsection. 


Related Provisions: 4(3) — Deductions applicable; 33.1 — In- 
ternational banking centres; 52(8) — Reduction in cost base of 
share of corporation that becomes resident in Canada; 114.1 = Ape 
pivation of subsec. 115(2); 146(1)“earned income”(d) — RRSPs — 
“earned income”; 153(1)(0) — Withholding of tax on amount de- 
scribed in 115(2)(c.1); ci Se pe deemed sept in 
Canada. 


History: Subpara. 115(2)(e)(ili) repealed by 1994, C2 a Che VII 
(1992, c. 48), subsec. 5(2), applicable to. 1993 et seq. ee 
(e)(iii) formerly read: ‘ 


Gi) amounts that would be required by iencachat 56(5) to re 
included in computing the non-resident person’s income for 
the year if the non-resident person were resident in Canada. 
throughout the year, 


Subpara. 115(2)(e)(iti) amended by 1994, c. 7, Sch. VIT (1992, c. 
48), subsec. 5(1), to substitute “subsection 56(5)” for “subsection 
56(5) of this. Act or subsection 56(8) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952,” applicable to 1990 et 
seq. 


Pre-RSC History: Para. 115(2)(c.1) and subpara. 115(2)(e)(v) ad- 
ded by 1980-81-82-83, c. 140, subsecs. 73(4) and (5), applicable 
with respect to amounts received after November 12,1981. 


All that portion of subpara. 115(2)(e)(i) preceding clause (A) substi- 
tuted by 1977-78, c. 1, subsec. 56(2), applicable to: 1977 et seq., to 
substitute “anywhere outside Canada” for. “in a charting other than 
Canada”. 


Cls.115(2)(e)()(A), (B) substituted, subpara. 115(2)(e) (iv) added 
by 1974-75-76, c. 26, subsecs. 74(6), (7), applicable, as to cls. 
115(2)(e)G)(A), (B), to 1973 -et: seg. and, as to. subpara. 
115(2)(e)(iv), after May 6, 1974. Cls. 115(2)(e) (i)(A), (B) formerly 
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read: 


(A) is subject to an income or profits tax posed by the gov- 
ernment of that country, or 


(B) is paid in respect of a business carried on in that iwi 
‘by the payer ora foreign affiliate of the payer, 


Subpara. 115(2)(e) Gti) added by 1973- 74, ¢; 44,'s° 25, proclaimed in in 
force January 1, 1974. ; 


Para. 115(2)(c), subpara. 115(2)(e)(i) substituted by _ 1973. 14, ¢. 14, 
subsecs. 37(2), (3), applicable to 1973 et seq. except that they are 
applicable to the 1973 taxation year solely for the purpose of apply- 
ing section 114.1 of the ‘said Act in respect of individuals who céase 
to be resident in Canada after February 19, 1973. 


Application — paras. 115(2)(b),: (b.1): 1973-74, c. 14, -subsec, 
37(5) provides that paras. 115(2)(b) and (b.1) are applicable to the 
1972 and 1973 taxation years solely for the purpose of applying sec- 
tion 114.1 of the said Actin respect of individuals who cease to be 
resident in Canada after. February 19, 1973; for all other eal 
they are deemed to be applicable to, 1974 et seq. 


Selected Cases [subsec. 115(2)]: Jarlan v. The Queen, £19843 
C.T.C. 375 (FCTD) (Royalties sent to inventor-after leaving Canada 
constituted income from. employment, not royalties..paid, to. non- 
resident). ie 


Interpretation Bulletins: IT-75R3: Scholarships, ‘fellowships, 
bursaries, ‘prizes, and research grants; IT-161R3: Non-residents — 
exemption from tax deductions at source on employment income; 
IT-178R3: Moving expenses. See also list at end of s, 115, 


(3) Property deemed to include interests and 
options — For the purpose’ of this section, a prop- 
erty described in subparagraphs (1)(b) (Gi). to (ix) shall 
be deemed to include any interest therein or option 
in respect thereof, whether or not such property is in 
existence. 


Related Provisions: 248(4) — Interest in real property. 


History: Subsec. 115(3) substituted by 1994;\c.:7, Sch. II (1991, c. 
49), subsec. 86(3), applicable after July 13, 1990. Subsec. 115(3) 
formerly read: 


(3) Property deemed to include ‘option —'For the purposes 
‘of this section, a property described in subparagraphs (1)(b)(i) 
to (ix) shall be deemed to include an option in respect of such 


S..115(4) 


a property whether or not:the property isin existence. 


Pre-RSC History: ‘Subsec. 115(3) added by 1974- 75. 76, c. 26, 
subsec. TA(8), applicable after May 6, 1974 ’ 


Interpretation Bulletins: IT-116R3: Rights to bap additional 
shares; IT-176R2: Taxable Canadian’ property — Interests in and 
enves Sh real Property and shares. See'also list at’ end of s. 115. 


(4) Non-resident’s income from Canadian 
resource property — Where a non-resident per- 
son ceases at any particular time in a taxation year to 
carry on such of the businesses described in any of 
paragraphs (a) to (g) of the definition “principal bus- 
iness corporation” in subsection 66(15) as were car- 
ried on by the non-resident person immediately 
before that time at one or more fixed places*of:busi- 
ness in Canada and either does not commence after 
that time and during the: year:to carry on any busi- 
ness so described at a fixed place of business in Can- 
ada or disposes of Canadian resource property at any: 
time in the year during. which the non-resident, per- 
son was not carrying on any business so described at 
a fixed’ place of business © in Cattada, the seat late 
rules apply: 


(a) the. taxation year of the non-resident. person 
that would.otherwise have included. the particular 
time shall be deemed.to have ended at.such time 

-and.a new taxation year shall be deemed. to have 
commenced immediately thereafter; 


(b) the non- -resident person or any partnership of 
which the non-resident person was’a‘member im- 
mediately after the particular time shall be 
deemed, for the purpose only of computing the 
non-resident person’s income earned in Canada 
for the taxation year that is deemed to have en- 
ded, to have disposed immediately before the par- 
ticular time of each Canadian resource. property 
that was owned by the non-resident person or by 
the partnership immediately after the particular 
time and to have received’ therefor immediately 
before the particular time proceeds of disposition 
equal to the fair market value thereof at the par- 
ticular time; and 


(c) the non-resident person or any partnership of 
which the non-resident person was a member im- 
mediately after the particular. time shall»be 
deemed, for the purpose only of computing the 
non-resident person’s income earned in Canada 
for a taxation year commencing after the particu- 
lar time, to. have reacquired immediately after the 
particular time, at a cost, equal to the amount 
deemed by paragraph (b) to have been received 
by the non-resident person or the partnership as 
the proceeds of disposition therefor, each prop- 
erty deemed by that paragraph to have beet dis- 
posed of. 


Related Provisions: 4(3) — Deductions. applicable; 66.2(7) — 
Exception — Canadian development expense; 66.4(7)—— Share: of 
partner; 115(5)— Partnership excludes prescribed partnership; 
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115.1 — Competent authority agreements under tax treaties. 


Pre-RSC History: That portion of subsec. 115(4) preceding para. 
(a) amended to substitute “where a non-resident person ceases at 
any particular time in a taxation year” for “where, in a taxation year, 
a non-resident person ceases at any particular time after December 
11, 1979”, and “Canadian resource property” for “property de- 
scribed in any of paragraphs 59(2)(a), (c) and (d)”; para. 115(4)(b) 
amended to substitute “Canadian resource property” for “property 
described in any of paragraphs 59(2)(a), (c) and (d)”, by 1985, c. 45, 
subsecs. 60(4), (5), applicable to taxation years commencing after 
1984. 


Subsec. 115(4) added by 1980-81-82-83, c. 48, subsec. 62(3), appli- 
cable to 1979 et seq. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(5) Interpretation of “partnership” — For the 
purposes of subsection (4), “partnership” does -not 
include a prescribed partnership. 


Pre-RSC History: Subsec: 115(5) added by 1980-81-82-83, c. 48, 
subsec. 62(3), applicable to 1979 et seq. 


Regulations: No prescribed partnerships to date. 


(6) Application of subsec..138(12) — The defi- 
nitions in subsection 138(12) apply to this section. 


Origin of subsec. 115(6): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 138(12)). 


Selected Cases [s. 115]: Hale v. Canada, [1992] 2 C.T.C. 379 
(FCA); leave to appeal to SCC refused [unreported] (March 11, 
1993), Doc. 23193 (Stock option benefit arose from Canadian em- 
ployment and taxed even though taxpayer not resident in Canada 
when option exercised); Placrefid Ltd. v. MNR, [1992] 2 C.T.C. 198 
(FCTD) (Payment to non-resident for cancellation of agreement was 
business income; non-resident had no place of business in Canada, 
not taxable). 


Definitions [s. 115]: “allowable capital loss” — 38(b), 248(1); 
“amount”, “business” — 248(1); “Canada” — 255; “Canadian re- 
source property” — 66(15), 248(1); “capital interest” —in a trust 
108(1), 248(1); “capital property” — 54, 248(1); “class of 
shares” — 248(6); “corporation” — 248(1), Interpretation Act 
35(1); “designated insurance property” — 138(12), 248(1); “em- 
ployed”, “employment” — 248(1); “foreign affiliate” — 95(1), 
248(1); “income interest” —108(1), 248(1); “individual” — 
248(1); “interest” —in real property 248(4); “international traf- 
fic” — 248(1); “life insurance policy in Canada” — 138(12), 
248(1); “listed” — 87(10); “mutual fund corporation” — 131(8), 
248(1); “mutual fund trust” — 132(6), 248(1); “non-resident”, “‘of- 
fice” — 248(1); “partnership” — 115(5) ; “person”, “prescribed”, 
“property” — 248(1); “property used by it in the year in, or held by 
it in the year in the course of carrying on an insurance business” — 
115(6), 138(12); “public corporation” — 89(1), 248(1); “resident in 
Canada” — 250; “share” — 248(1); “taxable Canadian property” — 
115(1)(b), 248(1); “taxable capital gain” — 38(a), 248(1); “taxable 
income” — 2(2), 248(1); “taxable income earned in Canada’ — 
115(1), 248(1); “taxation year” — 249; “taxpayer” — 248(1); “tim- 
ber resource property” — 13(21), 248(1); “trust” — 104(1), 248(1), 
(3); “unit trust” — 108(2), 248(1). See also 115(6). 


Interpretation Bulletins [s. 115]: IT-81R: Partnerships — in- 
come of non-resident partners; IT-163R2: Election by non-resident 
individuals on certain Canadian source income; IT-168R3: Athletes 
and players employed by football, hockey and similar clubs; IT- 
171R2: Non-resident individuals — computation of taxable income 
earned in Canada and non-refundable tax credits; IT-193 SR: Taxa- 
ble income of individuals resident in Canada during part of a year 
(Special Release); IT-328R3: Losses on shares on which dividends 
have been received; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-420R3: Non-residents — income 
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115.1 (1) Competent authority agreements — 
Notwithstanding any other provision of this Act, 
where the Minister and another person have, under a 
provision contained in a tax convention or agreement 
with another country that has the force of law in 
Canada, entered into an agreement with respect to 
the taxation of the other person, all determinations 
made in accordance with the terms and conditions of 
the agreement shall be deemed to be in accordance 
with this Act. 


(2) Transfer of rights and obligations — 
Where rights and obligations under an agreement de- 
scribed in subsection (1) have been transferred to an- 
other person with the concurrence of the Minister, 
that other person shall be deemed, for the purpose of 
subsection (1), to have entered into the agreement 
with the Minister. 


Related Provisions: 115(1)— Non-resident’s taxable income 
earned in Canada; 116(1) — Disposition by non-resident of certain 
property; Canada-U.S. tax treaty, Art. XX VI — Mutual agreement 
procedure; Canada-U.K, tax treaty, Art. 23 — Mutual agreement 
procedure. 


History: S. 115.1 substituted by 1994, c. 7, Sch. VIII (1993, c. 24), 
s. 51, applicable after 1984. S..115.1 formerly read: 


115.1 Disposition of property by non-resident. person — 
Where a non-resident person or partnership (in this section, 
referred to as “the vendor’) has in a taxation year disposed of 
property to another person or partnership (in this section re-_ 
ferred to as “the purchaser”) and 


(a) the Minister has agreed, pursuant to a prescribed tax 
treaty provision, to defer the taxation in Canada of the 
gain or income in respect of the disposition, and 


' (b) the vendor and the purchaser jointly so elect in pre- 
scribed form and within the prescribed time in accor- 
dance with terms. and conditions satisfactory to the | 
Minister, 


notwithstanding any other provision of this Act, the following 
rules apply: 


(c) the amount that the vendor, the purchaser and the 
Minister have agreed on in respect of the property shall 
be deemed to be the vendor’s proceeds of disposition of — 
the property and the purchaser’s cost of the property; 


(d) where the property was, at the time of its disposition, 
depreciable property of a prescribed class to the vendor 
and the vendor’s capital cost of the property immediately 
before the disposition exceeds the agreed amount in re- 
spect of the property, for the purposes of sections 13 and 
20 and any regulations made under paragraph 20(1)(a), 


(i) the capital cost of the property to the purchaser 
shall be deemed to be the amount that was the capital 
cost thereof to the vendor immediately before the 
disposition, and 


(ii) the excess shall be deemed to have been allowed 
to the purchaser in respect of the property under reg- 
ulations. made under paragraph 20(1)(a) in comput- 
ing income for taxation years ending before the ac- 
quisition by the purchaser of the property, and 


(e) where the property ‘was, at the time of its disposition, 
a capital property, a Canadian resource property, a for- 
eign resource property, an eligible capital property or an 
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inventory to the vendor, that property shall be deemed to 
be such a property of the purchaser and the purchaser 
shall be deemed to have acquired that property and used 
it for the same purposes. as that for which the property 
was used by the vendor immediately before that time. 


Pre-RSC History: S. 115.1 added by 1987, c, 46, s. 42, applicable 
to taxation years commencing after 1984. 

Definitions [s. 115.1]: “Canada” — 255; “Minister”, “person” — 
248(1). 

interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada by residents of the United States; IT-270R2: Foreign tax 
credit; IT-420R3: Non-residents — income’earned in Canada; IT- 
478R: CCA — Recapture and terminal loss. 

Forms: T2024: Election by a non-resident under section 115.1 and 
a prescribed tax treaty provision to avoid double taxation on a gain 
from a disposition; T2029: Waiver in respect of the normal reas- 
sessment period. 


116. (1) Disposition by non-resident person 
of certain property — Where a non-resident per- 
son proposes to dispose of any property that would, 
if the non-resident person disposed of it, be taxable 


Canadian property of that person (other than depre-: 


ciable property or excluded property), the non-resi- 
dent person may, at any time before the disposition, 
send to the Minister a notice setting out | 


(a) the name and address of the person to whom 
[the non-resident person] proposes to dispose of 
the property (in this section referred to as the 
“proposed purchaser’); 


(b). a description of the property sufficient to 
identify it; 


(c) the estimated amount of the proceeds of. dis- 
position to be received by the non-resident person 
for the property; and 


(d) the amount of the adjusted cost base to him 
[the non-resident person] of the property at the 


chaser; 


S. 116(3) 


time of the sending of the notice. 


Related Provisions: 115.1 — Competent authority agreements 
under tax treaties; 116(2) — Certificate in respect of proposed dis- 
position; Oe ee to Minister; TORS — Excluded 
property. 

Pre-RSC History: All that Bénin of subsec. 116(1) preceding ° 
para. (a) substituted by 1980-81-82-83, c. 48, subsec. 63(1). 


All that portion of subsec. 116(1) preceding para. (a) substituted by 
1973-74; c. 14, subsec. 38(1), applicable to 1972 et seq. 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of s. 116. 


Forms: T2062: Request by a non-resident of Canada for a certifi- 
cate of compliance related to the disposition of taxable Canadian 
property; T2062A: Request by a non-resident of Canada for a certif- 
icate of compliance related to the disposition of Canadian resource 
property, Canadian real property (other than capital property), Ca- 
nadian timber resource property and/or depreciable taxable Cana- 
dian property. 


(2) Certificate in respect of proposed dispo- 
sition — Where a non-resident person who has sent 
to the Minister a notice under subsection (1) in re- 
spect of a proposed disposition of any property has 


(a) paid to the Receiver General, as or on account 
of tax under this Part payable by the non-resident 
person for the year, 331/3% of the amount, if any, 
by which the estimated amount set out in the no- 
tice in accordance with paragraph (1)(c) exceeds 
the amount set out in the notice in accordance 
with paragraph (1)(d), or 


(b) furnished the Minister with security accept- 
able to the Minister in respect of the proposed 
disposition of the property, 


the Minister shall forthwith issue to the non-resident 
person and the proposed purchaser a certificate in 
prescribed form in respect of the proposed disposi- 
tion, fixing therein an amount (in this section re- 
ferred to as the “certificate limit’).equal to the esti- 
mated amount. set out in the notice in accordance 
with paragraph (1)(c). 

Related Provisions: 116(5) — Non-residents — Liability of pur- 
164(1.6) — Security not to be released while appeal 
pending. 


Pre-RSC History: Para. 116(2)(a) amended by 1988, c. 55, sub- 
sec. 89(1), to substitute “33'%” for “25%”, applicable to disposi- 
tions occurring after 1987, except that with respect to dispositions 
occurring before 1990, the reference to “33'/3%” shall be read as a 
reference to “30%”. 


“Receiver General” substituted for “Receiver General of Canada” 


by 1980-81-82-83, c. 48, s. 115. 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of s. 116. 


Forms: T2064: Certificate with respect to the proposed disposition 
of property by a non-resident of Canada. 


(3) Notice to Minister — Every non-resident per- 
son who in a taxation year has made a disposition of 
any taxable Canadian property of that person (other 
than depreciable property or excluded property) 
shall, not later than 10 days after the day on which 
the disposition was made, send to the Minister, by 
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registered mail, a notice setting out 


(a) the name and address of the person to.whom 
the non-resident person disposed ..of.the property 
(in this section referred to, as the “‘purchaser’’), 


(b) a description of the property sufficient to 
identify it, and 


(c) a statement of the proceeds of disposition of 
the property and the amount of its adjusted cost 
base to the non-resident person ° sonra ten 
before the disposition, 


unless the non-resident person-has, at any time 
before the disposition, sent tothe Minister a notice 
under subsection (1) in renee at of any ear aes dis- 
position of that property and. 


(d) the purchaser was the SEY purchaser re- 
ferred to in that notice, 


(e) the estimated amount set out in that notice in 
accordance with paragraph (1)(c) is equal to or 
greater than the proceeds of disposition of the 
property, and 


(f) the amount set out in that notice in accordance 

with paragraph (1)(d) does not exceed the ad- 

justed cost base to the non-resident person of the 

property immediately before the disposition. 
Related Provisions: 116(6) — Excluded property; 238(1) — Of- 
fences; 248(7) — Mail deemed received on day mailed. 


Pre-RSC History: All that portion of subsec. 116(3) preceding 
para. (a) substituted by 1980-81-82-83, c. 48, subsec.63(2), 


Para. 146(3)(a) substituted by 1974-75-76, c. 26, subsec. 75(1), ap- 
plicable in respect of dispositions occurring after May 6, 1974. Para. 
116(3)(a) formerly read: 


(a) the name and address of the person to hom a disposed 
of the property, 


All that portion of subsec. 116(3) preceding para. (f) substituted by 
1973-74, c. 14, subsec. 38(2), applicable to 1972 et seq. 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of s. 116. 


Forms: T2062: Request by a non-resident of Canada for a-certifi- 
cate of compliance>related to: the disposition of taxable Canadian 
property,; T2062A: Request: by-a non-resident of Canada for a certif- 
icate of compliance related to. the disposition of Canadian.resource 
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property, Canadian real property (other than capital property), Ca- 


-nadian timber resource property and/or depreciable taxable Cana- 


dian property. 


(4) Certificate in respect of property 
disposed of — Where a non-resident person who 
has sent to the Minister a notice under subsection (3) 
in respect of a disposition of any property has 


AL 


(a) paid to the Receiver General, as or on account 
of tax under this Part payable by the non-resident 
_ person for the year, 333% of the amount, if any, 
_ by which the proceeds of disposition of the prop- 
erty exceed the adjusted cost base to the non-resi- 
dent person of the property immediately before 
the disposition, or 


(b) furnished the Minister with security accept- 
able to the Minister in respect of the disposition 
of the property, 


the Minister shall forthwith issue to the ncurses 
person and the purchaser a certificate in prescribed. 
form in respect of the. disposition. 


Related Provisions: 116(5) — Non-residents — liability of pur- | 


chaser; 
pending. 


Pre-RSC History: Para. 116(4)(a) amended by 1988, c. 55, subs 
sec. 89(2), to substitute “33'/3%” for “25%”, applicable with respect 
to dispositions occurring after 1987, except that with respect to dis- 
positions occurring before 1990, the reference to “33'%” shall b. 
read as a reference to “30%”. 


164(1.6) — Security not to be released while Bit 


“Receiver General” substituted for ‘ Receiver General of Canada” : 
by 1980-81-82-83, c. 48, s. 115. a: 


Para. 116(4)(a) substituted by 1973-74, c. 14, subsec. 38(3), apple 


cable to 1972 et seq. 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 


mation Circulars, at end of s. 116.. 


Forms: T2068: Certificate with respect to the ee of ie 
erty by a non-resident of Canada. 


(5) Liability of purchaser — Where in a taxation 
year a purchaser has acquired from a non-resident 
person any taxable Canadian property (other than de- 
preciable property or excluded property) of the non- 
resident person, the purchaser, unless 


(a) after reasonable inquiry the purchaser had no 


reason to believe that the non-resident persen was 
not resident in Canada, or 


(b) a certificate under subsection (4) has been is- 
sued to the purchaser by the Minister in respect 
of the property, 


is liable to pay, and shall remit to the Receiver Gen- 
eral within 30 days after the. end of the month in 
which the purchaser acquired the property, as tax 
under this Part for the year on behalf of the non-resi- 
dent person, 331% of the amount, if any, by which 


(c) the cost to the purchaser of the property so 
acquired 
exceeds 


(d) the certificate limit fixed by the certificate, if 
any, issued under subsection (2) in respect of the 
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disposition of the property by the non-resident 
person to the purchaser, 


and is entitled to deduct or withhold from any 
- amount paid or credited by the purchaser to the non- 
resident person or otherwise recover from the non- 
resident person any amount paid by the purchaser as 
such a tax. 


Related Provisions: 116(2) — Certificate in respect of proposed 
disposition; 116(4) — Certificate in respect of property disposed of, 
116(6) — Excluded property; 227(9) — Failure to remit tax — pen- 
alty; 227(9.3) — Interest on tax not paid; 227(10.1) — Assessment; 
248(7) — Mail deemed received on day mailed. 


- Pre-RSC History: Subsec. 116(5) substituted by 1990, c. 39, s. 
23, applicable with respect to acquisitions occurring after April 27, 
1989 except that, with respect to acquisitions occurring before 1990, 
the reference to ““33'/3%” shall be read as a reference to “30%”. Sub- 
sec. 116(5) formerly read: 


(5) Liability of purchaser in certain cases — Where in a 
taxation year a purchaser has acquired from a non-resident 
person any of that non-resident person’s taxable Canadian 
property (other than depreciable property or excluded 
property), 
(a) the purchaser, unless after reasonable inquiry he had 
no reason to believe that the non-resident person was not 
resident in Canada, is liable to pay, as tax under this Part 
for the year on behalf of the non-resident person, 


(i) 15% of the cost to the purchaser of the property so 
acquired, if no certificate has been issued under sub- 
section (2) in respect of the disposition of the prop- 
erty by the non-resident person to the purchaser, or 


(ii) in. any other case, the lesser of 


(A) 15% of the cost to the purchaser of the prop- 
erty so acquired, and 


(B) 33'3% of the amount, if any, by which the 
cost to the purchaser of the property so acquired 
exceeds the certificate limit fixed by the certifi- 
cate issued under subsection (2) in respect of the 
disposition of the property by the non-resident 
person to the purchaser, 


and is entitled to deduct or withhold from any amount paid or 
credited by him to the non-resident person or otherwise re- 
cover from the non-resident person any amount paid by him 
as such tax; 


(b) at such time, if any, as any certificate under subsec- 
tion (4) is issued to him by the Minister in respect of the 
property, the purchaser ceases to be liable under this sub- 
section to pay any amount as tax under this Part for the 
year on behalf of the non-resident person; and 


(c) the purchaser shall within 30 days after the end of the 
month in which he acquired the property, remit to the Re- 
ceiver General of Canada the tax for which he is liable 
under paragraph (a). 
Cl. 116(5)(a)(ii)(B) amended by 1988, c. 55, subsec. 89(3), to sub- 
stitute “33'%” for “25%”, applicable with respect to dispositions 
occurring after 1987, except that with respect to dispositions occur- 
ring before 1990, the reference to “33'/3%” shall be read as a refer- 
ence to “30%”. 


All that portion of subsec. 116(5) preceding para. (a) substituted by 
1980-8 1-82-83, c. 48, subsec. 63(3). 


Para. 116(5)(c) added by 1974-75-76, c. 26, subsec. 75(2), applica- 
ble in respect of dispositions occurring after May 6, 1974 except 
that in respect of dispositions occurring before November 18, 1974, 
the reference in para. 116(5)(c) to “within 30 days after the end of 
the month in which he acquired the property” shall be read as 


S. 11665.) () 


“within 30 days after November 18, 1974”. 


Para. 116(5)(a) substituted by 1973-74, c. 30, s. 13, applicable with 
respect to an acquisition of a property after February 19, 1973. Para. 
116(5)(a) formerly read: 


(a) the purchaser, unless after reasonable inquiry he had no 
reason to believe that the non-resident person was not resi- 
dent in Canada, is liable to pay, as tax under this Part for the 
year on behalf of the non-resident person,15% of the amount, 
if any, by which 
(i) the cost to the purchaser of the property so acquired 
exceeds 
(11) the certificate limit fixed by any certificate under sub- 
section (2) issued to him by the Minister in respect of the 
property, 
and is entitled to deduct or withhold from any amount paid or 
credited by him to the non-resident person or otherwise re- 


cover from the non-resident person any amount paid by him 
as such tax; and 


All that portion of subsec. 116(5) preceding para. (a) substituted by 
1973-74, .c. 14, subsec. 38(4), applicable to 1972 et seq. 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of s. 116. 


(5.1) Idem — Where a non-resident person has dis- 
posed of or proposes to dispose of a life insurance 
policy in Canada, a Canadian resource property or 
any property that is or would, if the non-resident per- 
son disposed of it, be taxable Canadian property of 
the non-resident person other than 


(a) excluded property, or 


(b) property that has been transferred or distrib- 
uted on or after the non-resident person’s death 
and as a consequence thereof 


to any person by way of gift inter vivos or to a'per- 
son with whom the non-resident person was not 
dealing at arm’s length for no proceeds of disposi- 
tion or for proceeds of disposition less than the fair 
market value of the property at the time the non-resi- 
dent person so disposed of it or proposes to dispose 
of it, as the case may be, the following rules apply: 


(c) the reference in paragraph (1)(c) to “the pro- 
ceeds of disposition to be received by the non- 
resident person for the property” shall be read as 
a reference to “the fair market value of the prop- 
erty at the time the non-resident person proposes 
to dispose of it’, 


(d) the references in subsections (3) and (4) to 
“the proceeds of disposition of the property” shall 
be read as references to “the fair market value of 
the property immediately before the disposition”, 


(e) the references in subsection (5) to “the cost to 
the purchaser of the property so acquired” shall 
be read as references to “the fair market value of 
the property at the time it was so acquired’, and 


(f) the reference in subsection (5.3) to “the 
amount payable by the taxpayer for the property 
so acquired” shall be read as a reference to “the 
fair market value of the property at the time it 
was so acquired”. 
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Related Provisions: 1|10.4(4) — Death of a taxpayer; 116(6) — 
Excluded property. . 

Pre-RSC History: All that portion of subsec. 116(5.1) preceding 
para. (a) amended by 1985, c. 45, subsec. 61(1), to substitute the 
words “a Canadian resource property” for “a property described in 
paragraph 59(2)(a), (c) or (d)”, applicable to taxation years com- 
mencing after 1984. 

All that portion of subsec. 116(5.1) preceding para. (a) substituted 
by 1980-81-82-83, c. 140, subsec. 74(1), to substitute “a life insur- 
ance policy in Canada, a property described in paragraph 59(2)(a), 
(c) or (d)” for “a Canadian resource property”. 

All that portion of subsec. 116(5.1) preceding para. (a) substituted, 
para. 116(5.1)(f) added by 1980-81-82-83, c. 48, subsecs. 63(4), (5). 


Subsec. 116(5.1) added by 1974-75-76, c. 26, subsec. 75(3), appli- 
cable in respect of dispositions occurring after May 6,.1974. 

Interpretation Bulletins: IT-150R2: Taxable Canadian’ prop- 
erty — acquisition from a non-resident of certain property on death 
or mortgage foreclosure or by virtue of a deemed disposition. See 


also Interpretation Bulletins and Information Circulars, at end of s. 
116. 


Forms: T2062B: Notice of dispositions of life insurance policies in 
Canada by a non-resident; T2062B — Sched. 1: Certification and 
remittance notice. 


(5.2) Certificates for dispositions — Where a 
non-resident person has, in respect of a disposition 
or proposed disposition to a taxpayer in a taxation 
year of a life insurance policy in Canada of the non- 
resident person, a Canadian resource property of the 
non-resident person, a property (other than. capital 
property) that is real property situated in Canada of 
the non-resident person (including any interest 
therein or option in respect thereof, whether or not 
the property is in existence), a timber resource prop- 
erty of the non-resident person or any interest therein 
or option in respect thereof, or depreciable property 
that is or would, if the non-resident person disposed 
of it, be a taxable Canadian property of the non-resi- 
dent person, 


such other amount. as 
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(a) paid to the Receiver General, as or, on account 
of tax under this Part payable by the non- -resident 
person for the year, such amount as is acceptable ; 
to the Minister in respect of the disposition or 
proposed disposition of the property, or _. sh 


(b) furnished the Minister with security. accept 
able to the Minister in respect of ‘the eae | 
or proposed disposition of the property, 


the Minister shall forthwith issue to the non- -residen 
person and to the taxpayer a certificate in prescribe 
form in respect of the disposition or proposed dispo- 
sition fixing therein an amount.equal to the proceeds 
of disposition, proposed proceeds of disposition or 
is -Teasonable: in the 
circumstances. ; | 


Related Provisions: 116(5.1), (5.3) — Liability of purchaser; 
164(1.6) — Security not to be released while appeal pending; — 
248(4) — Interest in real property. | 


History: That portion of subsec. 116(5.2) preceding para. (a) sub- 
stituted by 1994, ¢. 7, Sch. If (1991, c. 49), s. 87, applicable to dis- 
positions occurring after February 20, 1990, other than dispositions 
pursuant to agreements in writing entered into before February 21, 
1990. That portion formerly read: 


(5.2) Certificate for dispositions — Where a: non-resident 
person has, in respect of a disposition or proposed disposition 
to a taxpayer in a taxation year of’a life insurance policy in 
Canada of the non-resident person, ‘a Canadian resource prop- 
erty of the non-resident person or depreciable property that is 
or would, if the non-resident person disposed.of it, be taxable 
Canadian property of the non-resident person, 


Pre-RSC History:..That portion of. subsec. 116(5.2) preceding 
para. (a) amended by 1985, c..45, subsec. 61(2), to substitute the 
heading “Certificate for dispositions” for. “Certificate in respect of 
dispositions”, and to substitute the words, “a, Canadian resource 
property” for “a property described in paragraph 59(2)(a), (c) or 
(d)”, applicable to taxation years commencing after 1984. 


Subsec. 116(5.2) and preceding heading substituted by 1980-81-82- 
83,.c. 140, subsec. 74(2), formerly read: 


(5.2) Certificate in respect of proposed disposition! — 
Where,.a non-resident person has, in respect of a proposed 
disposition to a taxpayer in a taxation year of a Canadian re- 
source property of the non-resident person or. depreciable 
property that would, if it were disposed of, be taxable Cana- 
dian property of the non-resident person, 


(a). paid to the Receiver General, as or on account . of tax 
under this Part payable by the non- resident person for the 
year, such amount as is acceptable to the Minister in re- 
spect of the proposed disposition of the property, or 
. (b) furnished to the Minister security acceptable to the > 
Minister in respect of the proposed disposition -of .the 
property, St. ike 
the Minister shall forthwith issue to the non- asident persomie 
and to the taxpayer a certificate in prescribed form in respect™ 
of the proposed disposition. fixing therein,an amount squat to» 
the proposed proceeds of disposition. 
Subsec. 116(5.2) added by 1980-81-82-83, c. 48, subsec. 63(6)., 


Interpretation Bulletins: See raider Bulletins: and Infor 
mation Circulars, at end of s..116. 


(5.3) Liability of purchaser in certain cases — 
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Where in a taxation year a taxpayer has acquired 


from a non-resident person Pieper: vated gr to in 


subsection (5. 2); 


(a) the taxpayer, “unless ‘after ‘easonable_ ‘inquiry 


the taxpayer had ‘no reason’ to believe that the 
non-resident person ‘was not resident in‘ Canada, 
is liable to pay;:as tax under this Part for the year 
on’ behalf of the ges etre penn sia of the 

» amount, if any, by which. - ex 


— ¢ 


(i) the amount payable by the taxpayer for the 
property so acquired °* ne 


aie P 


__ exceeds 


Cet IF ie 


(ii) the. amount ited 4 in ‘the dertifieatdy ifs any, 

. issued under subsection (5.2) in respect of the 

* disposition of the property by the non- resident 
_. person to the taxpayer . 


and is entitled to deduct or withhold’ fri any 


amount’ paid or crédited by the taxpayer to the 
“non-resident person or to otherwise recover from’ 


the non-resident person any 2 amount pad iby the 
_ taxpayer as ‘such a tax; and © . 


(b) the taxpayer. shall, within 30. days, after 
end of the month in which. the..taxpayer..acquired 


. the property, remit to the Receiver General the 
-» tax for which: the taxpayer 1 is oF pes ee ol 
a graph Lb pi 

Related Provisions: 297(9) — Failure to remit lax penalty: 


227(9. 3) — Interest,on tax not ‘paid; 227(10,1) — Assessment; 
248(7) — Mail deemed. received on day;mailed:,, 


Pre-RSC History: Subsec. 116(5.3) added by 1980-81-82-83, c. 
48, subsec. 63(6). 


Interpretation Bulletins: See Pad nt Bulletins ane nies 


mation. Circulars, at end of s.-116: 


Forms: T2064: Certificate with respect to the proposed disposition 
_ of property by a non-resident of Canada. 


(5.4) Presumption — Where there, has been a dis- 
position by a non-resident of a life.insurance policy 
in Canada by virtue of subsection 148(2) or any of 
paragraphs (a).to (c) and (e) of the, definition “dispo- 
sition” in subsection 148(9), the insurer-under the 
policy shall, for the purposes. of subsections (5.2) 
and (5.3) be deemed tobe the taxpayer who acquired 
the property for an amount equal to the proceeds of 
disposition as determined under section 148. . 
Pre-RSC History: Subsec.. 116(5.4) added by 1980-81-82-83, c. 
140, subsec. 74(3). | 


interpretation Bulletins: See crrmiasation Ellstann and Infor- 
mation Circulars, at end of s. 116. . 
(6) Definition of “excluded property” — For 
the purposes of this,section, “excluded property” of a 
non-resident person means 
(a) property sdeseribéd:? 
115(1)(b)Gx); 


(b) a share of the capital stock of a public corpo- 


1 subparagraph 


S.°116(6) 


ration, or an interest therein; 


(c) a-unit of a mutual fund trust; 


(d) a bond, debenture, bill, note, mortgage or sim- 
ilar obligation; or 

(e) any other property that is prescribed to be ex- 
cluded property. 


Related Provisions: 87(10) — New share issued on amalgama- 
tion of public corporation deemed to be listed on prescribed stock 
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exchange. 


Pre-RSC History: Subsec. 116(6) added by 1973-74, c. 14, sub- 
sec. 38(5), applicable to 1972 et seq. 


Regulations: 810 (property prescribed to be excluded property); 
3200, 3201 (prescribed stock exchanges; will be amended to cover 
116(6), but see also ITA 87(10)). 


(7) Application of subsec. 138(12) — The defi- 
nitions in subsection 138(12) apply to this section. 


Origin of subsec. 116(7): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 138(12)). 


Definitions [s. 116]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “Canada” — 255; “Canadian resource prop- 
erty” — 66(15), 248(1); “class of shares” — 248(6); “depreciable 
property” — 13(21), 248(1); “excluded property” — 116(6); “‘inter- 
est” — in real property 248(4); “life insurance policy in Canada” — 
138(12), 248(1); “listed” — 87(10) “Minister” — 248(1); “mutual 
fund trust” — 132(6), 248(1); “non-resident”, “person”, “pre- 
scribed”, “property” — 248(1); “public corporation” — 89(1), 
248(1); “resident in Canada” — 250; “taxable Canadian prop- 
erty” — 115(1)(b), 248(1); “taxation year” —.249; “taxpayer”, 
“timber resource. property” — 248(1). See also 116(7). 


Interpretation Bulletins [s. 116]: IT-120R4: Principal resi- 
dence; IT-150R2: Acquisition from non-resident of certain property 
on death or mortgage foreclosure or by virtue of a deemed disposi- 
tion; IT-474R: Amalgamations of Canadian corporations. 


Information Circulars [s. 116]: 72-17R4: Procedures concern- 
ing the disposition of taxable Canadian property by non-residents of 
Canada — section 116. 


Division E — Computation of Tax 


Subdivision a — Rules Applicable to 
Individuals 


117. (1) Tax payable under this Part — For the 
purposes of this Division, except section 120 (other 
than paragraph (b) of the definition “tax otherwise 
payable under this Part’ in subsection 120(4)) and 
section 120.1 (other than subsection 120.1(2)), tax 
payable under this Part, tax otherwise payable under 
this Part and tax under this Part shall be computed as 
if this Part were read without reference to Division 
Ee 


Related Provisions: 248(2) — Tax payable. 


Pre-RSC History: Subsec. 117(1) substituted by 1988, c. 55, 
subsec. 90(1), applicable to_1987 et seg. Subsec. 117(1) formerly 
read: 


117. (1) For the purposes of this Division, except paragraph 
119(1)(d), section 120 (other than subparagraph (4)(c)(ii) 
thereof) and section 120.1 (other than paragraph (2)(b) 
thereof), tax payable under this Part, tax otherwise payable 
under this Part and tax under this Part shall be computed as if 
this Part were read without reference to Division E.1. 

Subsec. 117(1) added by 1986, c. 55, subsec. 35(1), applicable to 

taxation years commencing Hs 1983. (For history of former sub- 

sec. 117(1), see below.) 


(2) 1988 and subsequent taxation years 
rates — The tax payable under this Part by an indi- 


‘Indexed by s. 117.1 after 1988. 
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vidual on the individual’s taxable income or taxable 
income earned in Canada, as the case may be, (in 
this subdivision referred to as the “amount taxable’) 
for the 1988 and subsequent taxation years is 


(a) 17% of the amount taxable if the amount taxa- 
ble does not exceed $27,500;" 


(b) $4,675" plus 26% of the amount by which the 
amount taxable exceeds $27, 500° if the amount 
taxable exceeds $27,500 and does not exceed 
$55,000"; and 


(c) $11,825° plus 29% of the amount by which 
the amount taxable exceeds $55,000." 


Related Provisions: 117(1) — Minimum tax to be ignored for 
purposes of 117(2); 117.1(1) — Indexing for inflation; 120(1) — 
Addition to tax for income not earned in a province; 120(2) — Rate 
reduction for residents of Quebec; 120.1 — Forward averaging 
credit; 122 — Top rate of tax payable by inter vivos trust; 127.5 — 
Minimum tax; 180.1 — Individual surtax; 180.2 — “Clawback” tax 
on old age security. 


Pre-RSC History: Subsec. 117(2) added by 1988, c. 55, subsec. 
90(2), applicable to, 1988 et seg. (For history of former subsec. 
117(2), see below.) 


Interpretation Bulletins: IT-515R2: Education tax credit; IT- 
516R2: Tuition tax credit; IT-519R: Medical expense and disability 
tax credits and attendant care expense deduction. 


Note re Provincial Income Tax: In addition to the tax under Part 
I of the federal Act, as above, ‘an individual who resides in or has 
income earned in any of the provinces is also subject to provincial 
income tax. Except for Quebec, which collects its own tax on sepa- 
rate income tax returns, each other province imposes a tax that is 
expressed as a percentage of the tax otherwise payable under Part I 
of the federal Act and is collected for the province by the federal 
government on a joint tax return. For rates and surtaxes see intro- 
ductory pages. 


(3)-(5.2) [Repealed under former Act] 


Pre-RSC History [former subsecs. 117(1), (2) and 
117(3)-(5.2)]: Subsecs. 117(1)-(5) repealed by 1985, c. 45, subsec. 
62(1). Those subsecs. formerly read: 


117. (1) 1972 rates — The tax payable by an individual 
under this Part upon his taxable income or taxable income 
earned in Canada, as the case may be, (in this subdivision re- 
ferred to as the “amount taxable”) for the 1972 taxation year. 
is 
(a) 17% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $85 plus 18% of the amount by which the amount 
: taxable exceeds $500 if the amount taxable exceeds $500: 
and does not exceed $1,000, 


(c) $175 plus 19% of the amount by which the amount 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $365 plus 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 


(e) $565 plus 21% of the amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $985 plus 23% of the amount by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
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$5,000 and does not exceed $7,000, 


(g) $1,445 plus 25% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does not exceed $9,000, 


(h) $1,945 plus 27% of the amount by which the amount 
taxable exceeds $9,000 if the amount-,taxable, exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,485 plus 31% of the amount:by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000 and does not exceed $14,000, 

(j) $3,415 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 

(k) $6,915 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 

(1) $12,765 plus 43% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 

(m) $21,795 plus 47% of the amount by.,which the 


amount taxable exceeds $60,000 if the amount taxable 
exceeds $60,000. 


exceeds $60,000. 


(3) 1974 rates — The tax payable by an individual under 
this Part upon his taxable income or taxable income earned in 
Canada, as the case may be, (in this subdivision referred to as 
the “amount taxable”), for the: 1974 taxation year is, 


(a) 12% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $60 plus 18% of the amount by which the amount 
taxable exceéds $500 if the amount taxable CACPOHS $500 
and does not exceed $1,000, 


(c) $150 plus'19% of the amount by which the amount 
taxable exceeds’ $1,000'if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $340 plus 20% of the amount by which the amount 
‘taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and doés not exceed $3,000, 


(e) $540 plus 21% of the amount by which the amount 
taxable exceeds’ $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $960. plus: 23% of the amount by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


(2) 1973 rates — The tax payable by. an individual under » (8) $1,420 plus 25% of the amount by. which the amount 
this Part upon his taxable income or taxable income earned in _ taxable exceeds, $7,000. if the amount taxable exceeds 
Canada, as the case may be, (in this subdivision referred to as $7,000 and does not exceed $9,000, 


the “amount taxable”) for the 1973 taxation year is (h) $1,920 plus 27% of the amount by which the amount 


(a) 15% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $75 plus 18% of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not éxceed $1,000, 


(c) $165 plus 19% of the amount by which the amount 
- taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, » 


(d) $355 plus 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 


(e) $555 plus 21% of the amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000. and does not exceed $5,000, 


(f) $975 plus 23% of the amount by which the amount 


taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


(g) $1,435 plus 25% of the amount by which the amount 

taxable exceeds $7,000 if the amount taxable exceeds 
$7,000. and does not exceed $9,000, 

-(h) $1,935 plus 27% of the amount by which the amount 
taxable exceeds $9,000 if the. amount taxable exceeds 
$9,000 and does not exceed $11,000; te 

(i) $2,475 plus 31% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000’ and does not exceed $14,000, 

(j) $3,405 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and doesnot exceed $24,000, 

(k) $6,905 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 

(1) $12,755 plus 43% of the amount by, which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 

(m) $21,785 plus 47% of the amount by which. the 
amount taxable exceeds $60,000 if the amount. taxable 
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taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11, 000, 


(i) $2,460 plus 31% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000 and does not exceed $14, 000, 


(j). $3,390 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,890 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 


(1) $12,740 plus 43% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 


(m) $21,770 plus 47% of the amount by which the 
amount taxable exceeds $60,000 if the amount taxable 
exceeds $60,000. 


(4) 1975 rates — The tax payable by an individual under 
this Part upon his taxable income or taxable income earned in 
Canada, as the case may be, (in this subdivision referred to as 
the “amount taxable”) for the 1975 taxation year is 


(a) 9% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $45 plus 18% of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $135 plus 19% of the amount by: which the: amount 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 
(d) $325 plus.20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 
(e) $525 plus.21%, of, the, amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $945 plus 23% of the amount by which the amount 
taxable exceeds $5,000 if the amount. taxable exceeds 
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(5) 


$5,000 and does not exceed $7,000, 


(g) $1,405. plus 25% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does not exceed $9,000, 


(h) $1,905 plus 27% of the amount by which the amount 
taxable exceeds $9,000. if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,445 plus 31% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000 and does not exceed $14,000, 


(j) $3,375 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 

(k) $6,875 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 

(1) $12,725 plus 43% of the amount by which the amount 
taxable exceeds. $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 

(m) $21,755 plus 47% of the amount by which the 


amount taxable exceeds $60,000 if the amount taxable 
exceeds $60,000. 


1976 rates — The tax payable by an individual under 


this Part upon his taxable income or taxable income earned in 
Canada, as the case may be, (in this subdivision referred to as 


the 


“amount taxable”) for the 1976 taxation year is 


(a) 6% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $30 plus 18% of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $120 plus 19% of the amount by which the amount 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $310 plus 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 


(e) $510 plus 21% of the amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $930 plus 23% of the amount by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


(g) $1,390 plus 25% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable’ exceeds 
$7,000 and does not exceed $9,000, 


~ (h) $1,890 plus 27% of the amount by which the amount 


taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,430 plus 31% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000 and does not exceed $14,000, 


(Gj) $3,360 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,860 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 


~ (1) $12,710 plus 43% of the amount by which the amount 


taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 


(m) $21,740 plus 47% of the amount by which the 
amount taxable exceeds $60,000 if the amount taxable 
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exceeds $60,000. 


(5.1) 1977 to 1981 rates — The tax payable by an individ- 
ual under this Part upon his taxable income or taxable income 
earned in Canada, as the case may be, (in this subdivision re- 
ferred to as the “amount taxable”) for taxation years after 
1976 and before 1982 is 


(a) 6% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $30 plus 16% of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $110 plus 17% of the amount by which the amount 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $280 plus 18% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 


(e) $460 plus 19% of the amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $840 plus 21% of the amount by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


(g) $1,260 plus 23% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does not exceed $9,000, 


(h) $1,720 plus 25% of the amount by which the amount 
taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,220 plus 28% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000 and does not exceed $14,000, 


() $3,060 plus 32% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,260 plus 36% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 


(1) $11,660 plus 39% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 


(m) $19,850 plus 43% of the amount by which the 
amount taxable exceeds $60,000 if the amount taxable 
exceeds $60,000. , 


All that portion of subsec. 117(5.1) preceding para. (a) and the pre- 


ceding heading substituted by 1980-81-82-83, c. 140, subsec. 75(1), 
to substitute the heading “1977 to 1981 rates” for the former head- 
ing “1977 and Subsequent Taxation Years Rates” and to substitute 
“taxation years after 1976 and before 1982” for “the 1977 and sub- 


sequent taxation years”. 


Para. 117(5.1)(c) substituted by 1977-78, c. 1, s. 101 and Schedule 
to add “if the amount taxable exceeds $1,000”. 


All that portion of subsec. 117(5) preceding para. (a) substituted by 
1976-77, c. 10, subsec: 52(1), to substitute “1976 taxation year” for 


“1976 and subsequent taxation years”. 
Subsec. 117(5.1) added by 1976-77, c. 10, subsec. 52(2). 


Subsec. 117(5.2) repealed by 1988, c. 55, subsec. 90(3), applicable 


to 1988 et seq. Subsec. 117 (5.2) formerly read: 
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(5.2) 1982 and subsequent taxation years rates — The 
tax payable by an individual under this Part upon his taxable 
income or taxable income earned in Canada, as the case may 
be, (in this subdivision referred to as the “amount taxable”) 
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for the 1982 and subsequent taxation. years is 


(a) 6% of the amount taxable if the amount taxable does 
not exceed $500, 

(b) $30 plus 16% of the amount by which the amount 
‘taxable exceeds $500 if the amount taxable exceeds ya 
and does not exceed’ $1,000, 


‘(c) $110 plus 17% of the*amount by which the amount 
taxable exceeds $1,000. if the amount ‘taxable. exceeds 
. $1,000 and does. not exceed $2,000, it. 


_.(d) $280-plus, 18%, ofthe amount, by which the amount 
taxable exceeds $2,000. if the amount taxable exceeds 
$2,000 and does not exceed $3, 000, 


_(e) $460 plus 19% of the amount by which: tee amount 
taxable exceeds $3, 000 if the amount. taxable exceeds 
$3 000 and does not exceed $5,000, 


(f) $840 plus 20% of the amount by which oe amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 ‘and does not exceed’ $7,000, 


- (g) $1,240 plus 23% of the amount by which the amount 
taxable exceeds: $7,000:if the amount taxable: exceeds 
$7,000 and does not exceed $9,000, . 


(h) $1,700 plus 25% of the amount by which the amount 
taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $14,000, 


(i), $2,950. plus 30% of the amount by, which the amount 
taxable. exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not ie $24,000, A 
. Ly and 
(j) $5, 950 plus 34% of the amount by which the amount 
taxable exceeds $24, 000. 


Subsec. 117(5.2) added by. 1980-81-82-83, c. 140, subsec. 75(2). 


(6) Special table — An individual (other than an 
individual of a prescribed class) whose amount taxa- 
ble for a taxation year does not exceed a prescribed 
amount-may use.a table prepared for. that year in ac- 
cordance with. prescribed rules. in, computing the 
amount of the individual’s.tax payable under Part I.1 
and the amount that, but for prescribed provisions of 
this Act, would be the individual's tax payable under 
this Part for the year. 

Related Provisions: Peis Tax payable under this Part. 
Pre-RSC History: Subsec. 117(6) amended by 1988,.c...55, sub- 
sec, 90(4), to substitute ‘a table prepared for that year” for “a table 
prepared” and “prescribed provisions of this Act” for “section 
120, 1,120.2, 127 and 127. 2 to. 127.4”, applicable to 1988 ef seq. 
Subsec. 117(6) amended by. LOS ac’ 46, s. 43, to substitute “com- 
puting the amount of his tax payable under Part I.1 and the amount” 
for ‘computing the amount”, applicable to 1986 et seq. 

Subsec. 117(6) amended by 1986, c. 55, subsec. 35(2),.to substitute 


“the. amount that, but for sections 120.1, 120.2, 127 and 127. 2 to 
127.4, would be” for “the amount that would, but for sections 120.1, 


127 and 127.2,to 127.4, be”, applicable to taxation years commenc- - 


ing after 1983. 


Subsec. 117(6) amended by 1986, c. 6, Pretianl 64(1), to substitute 
“and 127.2 to 127.4” for “127.2 and, 127.3 and the excess referred to 
in paragraph 120(3.1)(a)”, applicable to 1985 et seg. except that in 
its application to the 1985 taxation year, subsec. 117(6) shall be 
read as follows: 


(6) An individual (other than an, individual. of a prescribed 
class) whose amount taxable for a taxation year does not ex- 
ceed a prescribed amount may use a table prepared in accor- 
dance with prescribed rules in computing the amount that 
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would, but for sections 120.1, 127, and 127.2 to 127.4 and the 
excess referred to.in paragraph 120(3.1)(a), be.his tax payable 
under this Part.for the year. 


Subsec. 117(6) substituted by 1985, c. 45, subsec. 62(2), applicable 
to 1984 et seg. Subsec. 117(6) formerly read: 


(6) Special table — Where the amount taxable for a'taxation 
year of an individual (other than an individual of a prescribed 
class) is not in excess of a prescribed amount, the amount that 
would, but for this subsection, be the tax payable by him 
under this Part for the year before any adjustment thereto. by 
virtue of paragraph 120(3.1)(b) and sections WAX OE ar 
127.2 and 127.3 may be determined by him by reference to a 
table prepared in accordance with prescribed rules and the 
amount so determined may be paid by him in lieu of the tax 
that, but for this subsection, would be thetax payable by him 
under this» Part for the year before any such adjustment. 


Subsec. 117(6) substituted by 1984, c. 1, s. 59, applicable to 1982 et 
seq. Subsec. 117(6) formerly read: 


(6) Special table — An individual, other than an individual 
of a prescribed class, whosé amount taxable for a taxation 
year is not in excess of a prescribed ‘amount may, in lieu of 
the tax that, but for this subséction, would be the tax payable 
by him ‘under this Part for the taxation year if he were not 
entitled to any deduction under section 127,’ pay a tax deter- 
mined by reference to a iia aba in ecroe tire with 
prescribed rules. : 


Subsec: 117(6) substituted by 1980-81-82-83,.c. 48, s. 64, i cone 
ble to 1979 et seq. Subsec. 117(6) formerly read: 


(6) An individual, other than an individual: of. a prescribed 
class, whose amount taxable for a taxation year is $24,000. or 
less may, in lieu of the tax under subsection (1), (2), (3), (4), 
(5) or (5.1), as the case may be, pay a tax computed in accor- 
dance with a prescribed table, which shall be prepared in.ac- 
cordance with the following rules: 


(a) the table shall be divided into ranges of amounts not 
exceeding $10 each and specify the tax payable on every 
amount taxable within each range; and 


(b) the tax payable on amounts taxable within one of the 
ranges referred to in paragraph (a) shall be the tax under 
subsection (1), (2), (3), (4), (5) or (5.1), as the case may 
‘be, on the average of the highest and lowest amounts in 
the range. 


Subsec. 117(6) substituted by 1976- 77, c. 10, subsec. 52(3), applica- 
ble to 1977 et seq. to substitute “(5) or (5.1)” for “OLD ba 


All that portion of subsec. 117(6) preceding para. (a) substituted by 
1973-74, c. 30, subsec. 14(1)., That portion formerly read: 


(6) An individual, other than an individual of, a prescribed 
class, whose amount taxable for a taxation year is $12,000 or 
less may, in lieu of the tax under subsection (1), (2), (3), (4), 
or (5), as the case may be, pay a tax computed in accordance 
with a prescribed table which shall be prepared i in accordance 
with the following rules: 


Regulations: 2500, 2501 (nreseribed amount, individual of a pre- 
scribed class). 


(7) [Repealed] 


History: Subsec. 117(7) repealed: by 1994, c. 7, Sch. VII (1992, c. 
48), s. 6, applicable to 1993 et seg. Subsec. (7) formerly read: 


‘(7) Notch ‘provision — Wheré‘the tax’ otherwise payable 
under this Part for a taxation year by an individual is: greater 
than the total of 


(a) the tax that would be so payable if, in in computing the 
individual’s tax payable under this Part for the year, the 
individual could deduct-under section 118.2 payments 
described in that section made in respect of a person who, 


981 


S. 117(7) 


had the person’s income for the year been nil, would 
have been a dependant in respect of whom the individual 
could have deducted an amount under section 118 in 
computing the individual’s tax payable under this Part for 
the year; and 


(b) 68% of the amount by which the income for the year 
of the person referred to in paragraph (a) exceeds 
$6,000", 


the tax otherwise payable under this Part for the year may be 
reduced to that total. 


Pre-RSC History: Subsec. 117(7) substituted by 1988, c. 55, 
subsec. 90(4), applicable to 1988 et seg. Subsec. 117(7) formerly 
read: 


(7) Notch provision — Where the tax otherwise payable by a 
taxpayer for a taxation year under this Part is greater than the 
aggregate of 


(a) the tax that would be payable by the taxpayer if the 
taxpayer could deduct in computing his taxable income 
for the year a payment described in paragraph 110(1)(c) 
in respect of any person who would be a dependant (in 
respect of whom the taxpayer could make a. deduction 
from his income for the year) if that person’s income for 
the year were not in excess of $1,600, and 
(b) 68% of the amount by which the income of the person 
described in paragraph (a) exceeds $1,600, 
the tax otherwise payable for the year under this Part may be 
reduced to that aggregate. ! 
Paras. 117(7)(a) and (b) amended by 1986, c. 6, subsec. 64(2), to 
substitute “$1,600” for “$1,700”, applicable to 1986 et seq. 
Para. 117(7)(b) substituted by 1980-81-82-83, c. 140, subsec. 75(3), 
applicable to the 1980 and subséquent taxation years. Para. 
117(7)(b) formerly read: ; 
(b) the amount by which the income of the person described 
in paragraph (a) exceeds $1,700, 
Paras. 117(7)(a), (b) substituted by 1973-74, c. 30, subsec. 14(2), 
applicable to 1973 et seg. Paras. 117(7)(a), (b) formerly read: 
(a) the tax that would be payable by the taxpayer if the tax- 
payer could deduct in computing his taxable income for the 
year, a payment described in paragraph 110(1)(c) in respect of 
any person who would be a dependant (in respect for whom 
the taxpayer could make a deduction from his income for the 
year) if that person’s income for the year were not in excess 
of $1,600, and 
(b) the amount by which the income of the person described 
in paragraph (a) exceeds $1,600, 
Definitions [s. 117]: “amount”, “individual”, “person”, “pre- 
scribed” — 248(1); “tax payable” — 117(1), 248(2): “taxable in- 
come” — 2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxation year” — 249: “taxpayer” — 248(1). 
Interpretation Bulletins [s. 117]: IT-406R2: Tax payable by an 
inter vivos trust; IT-519R: Medical expense and disability tax cred- 
its and attendant care expense deduction. 


Annual Adjustment of Deductions and | 
Other Amounts 


117.1 (1) Annual adjustment [indexing] — 
Each of ; 


(a) the amounts of $5,000 and $6,000 referred to 
in subsection (2) and paragraphs (a) and (b) of 


“Indexed by s. 117.1 after 1988. 
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the description of B in subsection 118(1), | 


(a.1) the amounts expressed in dollars in subsec- 
tion 122.5(3), and | 


(b) the amounts expressed in dollars in subsection 
117(2), paragraphs (c) and (d) of the description ) 
of B in subsection 118(1), subsections 118(2), 


118.2(1) and 118.3(1) and Part I.2 


shall be adjusted, for each taxation year after 1996 
for amounts referred to in paragraph (d) of the 
description of B in subsection 118(1), for each taxa- 
tion year after 1990 for amounts referred to in sub- 
section 122.5(3) and for each taxation year after 
1988 in any other case, so that the amount to be used 
under those provisions for the year is an amount 
equal to the total of 


(c) the amount that would, but for subsection (3), 
be the amount to be used under those provisions 
for the immediately preceding taxation year, and 


(d) the product obtained by multiplying 
(i) the amount referred to in paragraph (c) 
by 
(ii) the amount, adjusted in such manner as 
may be prescribed and rounded to the nearest 
one-thousandth, or, where the result obtained 
is equidistant from two consecutive one- 


thousandths, to the higher thereof, that is de- 
termined by the formula 


A - 1.03 
B 


where 


A is the Consumer Price Index for the 12 
month period that ended on September 30 
next before that year, and 


B is the Consumer Price Index for the 12 
month period immediately preceding the 
period mentioned in the description of A. 


Related Provisions: 122.61(5) — Annual adjustment for Child 
Tax Benefit; 257 — Formula cannot calculate to less than zero. 


History: Para. 117.1(1)(a) amended by 1997, c. 25, subsec. 24(1), 
to substitute “paragraphs (a) and (b) of the description of B in sub- 
section 118(1)” for “paragraphs 118(1)(a) and (b)”, applicable April 
25, 1997. 

The portion of subsec. 117.1(1) between paras. (b) and (c) amended 


by 1997, c. 25, subsec. 24(2), applicable to 1996 et seg. This portion 
formerly read: 


shall be adjusted, for each taxation year after 1990 for 
amounts referred to in subsection 122.5(3) and for each taxa- 
tion year after 1988 in any other case, so that the amount to 
be used under those provisions for the year is an amount 
equal to the total of 


Para. 117.1(1)(b) amended by 1996, c. 21, s. 22, applicable to 1996 
et seq. The para. formerly read: 
(b) the amounts expressed in dollars in subsection 117); 
paragraphs 118(1)(c) and (d) and subsections 118(2), 
118.2(1), 118.3(1) and 180.2(1) 


982 


Subdiv. a — Computation of Tax: Individuals 


Interpretation Bulletins: IT-406R2: Tax payable my an. inter | 


vivos trust. 


(2) Idem — The amount of $500 referred to in sub- 
paragraphs (a)(ii) and (b)(iv) of the description of B 


in subsection 118(1) shall. be adjusted for each, taxa-— 


tion year after 1988 so that the amount to be used 
under those subparagraphs for the year is the amount 
determined by the formula 


_ x ($6,000* — $5,000") 


History: Subsec. 117. 1(2) amended by 1997, c. 25, subsec. 24(3), 
to substitute “subparagraphs (a)(ii) and (b)(iv) of the description of | 


B in subsection 118(1)” for “subparagraphs LEO CD and 
(b)(iv)”, applicable April 25, 1997. 


Para. 117.1(1)(b) amended by 1994, c. 7, Sch. VIL (1992, c..48), s. 
7, to delete reference to subsecs..117(7), 122.2(1) and 164. He At ap- 
plicable to 1993 et seq. 


Pre-RSC History: Para. 117.1(1)(a.1) added, and that portion of 
the subsec. between paras. (b) and (c) ‘substituted by 1990, c.45, 
subsecs. 46(1), (2), applicable to 1991 et seq, That portion formerly 
read: 


shall be adjusted for each taxation year after 1988 so that the 
~ amount to be used thereunder for the year is'an amount equal 
to the aggregate of ~~ 


Para. 117.1(1)(b) amended: by 1990, c. 39, s. 24, to add reference to 


subsec. 180.2(1), applicable to 1990 et seq. 


Subsecs. 117.1(1), (2) substituted for ‘subsecs. (1) to (3) by 1988,-c. 
55, s. 91, applicable to 1988 er seq., except that in applying slt7.1 
to the 1989 taxation year the amount of $200 in subpara. 

122.2(1)(a)(i1) shall not be adjusted. Subsecs. 117. oo to (3) for- 
merly read: 


117.1. (1) Annual. adjustment — Each. of the following 
amounts, namely, 


(a) the amounts of $1,400 and’$550 referred ‘to in section 
109 and the amount of $1;600:referred to in that section 
and subsection 117(7), 


(b) the amount of es 000 referred to in icing 
109(1)(h), 


(b.1) the amount of $2,860 referred to in paragraphs 
110(1)(e) and (e.1), and 


(c) each,amount expressed in dollars referred. to .in sub- 
section 117(5.2), 


shall be adjusted for each taxation year so that the amount to 
_be used for the year is an amount equal to the aggregate of 


(d) the amount that would, but for subsection (6), be the 
amount to be used for the immediately preceding taxation 
year, and 


(e) the product obtained by multiplying 
(i) the amount referred to.in paragraph (d) 
by 


(ii) the amount, adjusted in such manner as may be 
prescribed and‘rounded to the nearest one-thou- 
sandth, that is determined by the formula 


LE EEEEEEEEEEEEEEEE 


“Indexed by s. 117.1 after 1988. 


S. 117.1(2) 


s — 1.03 
B 


where 


A is the Consumer Price Index for the 12 month 
ssooye of) period that ended. on September 30 next before 
gubow: an that year, ands, ) 

Bis the Consumer Price Index for the 12 month 

period immediately preceding the period men- 
tioned in the description of A. 


(1.1) Idem —,The amounts of $524 and.$23,500 referred to 
...in subsection 122.2(1) shall be adjusted for each taxation year 
so that the amount to be, used, for the’ year is the aggregate of 


(a) the amount that would, but for subsection (6), be the 
amount to be used for the upmedintels preceding taxation 
year; and 


(b) the product obtained by multiplying 
(i) the amount referred to in paragraph (a) 
by _ nie pitt 
i (ii). the amount, adjusted ineguch manner as may be 


prescribed and rounded to the nearest one-thou- 
. sandth, that.is determined by the formula 


Sea REM 


B 
where 


A is the Consumer Price Index, for the 12 month 
period that ended on September 30 next before 
that year, and 


“ B “is the Consumer Price Index for thé 12 month 
“8°. period immediately preceding’ the pete men- 
tioned in i eget of A. 


(2) idem The amount of $200 referred to in subparagraphs 

109(1)(a)(ii) and (b)(iv) as applicable for a taxation year shall 

be adjusted for the year so that the amount to be used for the 
~ year is.the amount by which : 


(a) $1,600, as adjusted ite rounded under this section for 
the ‘year, 


exceeds, 


(b) $1,400, as adjusted and rounded under thiss section for 
the year. cy rites 


(3) Idem — The amount of $1, 050 ‘referred to in paragraph 
109(1)(d) as applicable for a taxation year shall be adjusted 
for the yeat so that the amount to be’ used for the year is the © 
amount by which 


(a) $1,600, as adjusted and rounded under this section for 
the year, 


exceeds 
(b). $550, as adanstas and rounded under tis section for 
the.year, 


Para. 117/101)(b) substituted) ce to 51986 et seq., and para. 
117.1(1)(b.1) added, applicable to 1987 et seq., by 1986, c. 55, s. 
36. Para. 117.1(1)(b) formerly read: 


(b) the amount of $1,000 referred to. in paragraph 109(1)(h) 
and in paragraphs '110(1)(e) and.(e.2), and 


Para. 117.1(1)(a) and all that portion of subsec! 117.1(1) following 
para, (c) substituted by 1986, c. 6, subsecs. 65(1), (2), applicable to 
1986\ et seq. Para. 117. 7A) and that perpion ipl owRe para. (c) 
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formerly read: 


(a) the amounts of $1,600, $1,400 and $550 referred to in sec- 
tion 109, 


shall be adjusted for each taxation year so that the amount to 
be used for the year is an amount equal to the product ob- 
tained by multiplying 
(d) the amount to be adjusted 
by 
(e) the ratio determined in accordance with the following 
formula, adjusted in such manner as may be prescribed 
and rounded to the nearest one-thousandth or, where the 
ratio is equidistant from two one-thousandths, to the 
larger thereof: 


A 
Ratio to be adjusted and rounded = a x 2.476 


where 


A is the Consumer Price Index for the 12 month period 
ending on the 30th day of September next before the 
year, and 


B is the Consumer Price Index for the 12 month period 
ending on the 30th day of September, 1983. 


Subsec. 117.1(1.1) substituted by 1986, c. 6, subsec. 65(3), 
applicable 


(a) in respect of the amount of $524, to 1989 et seq. 
(b) in respect of the amount of $23,500, to 1987 et seg. 


Subsec. 117.1(1.1) formerly read: 


(1.1) ldem — The amount of $343 referred to in subsection 
122.2(1) as applicable for a taxation year shall be adjusted for 
the year so that the amount to be used for the year is an 
amount equal to the product obtained by multiplying 


(a) the amount of $343 
by 


(b) the ratio, adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth or, 
where the ratio is equidistant from two one-thousandths, 
to the larger thereof, that the Consumer Price Index for 
the 12 month period that ended on the 30th day of Sep- 
tember next before that year bears to the Consumer Price 
Index for the 12 month period that ended on the 30th day 
of September, 1982. 
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when $1,600 is multiplied by the ratio determined under para- 
graph (1)(e) for the year exceeds $1,420. 


(4) Idem — The amount of $1,150 referred to in paragraphs 
109(1)(d), (e), (f) and (g) as applicable for a taxation year 
shall be adjusted for the year so that the amount to be used for 
the year is the amount by which 


(a) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(e) for 
the year 


exceeds 


(b) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $550 is multi- 
plied by the said ratio. 


(5) Idem — The amount of $1,700 referred to in paragraphs 
117(7)(a) and (b) as applicable for a taxation year shail be 
adjusted for the year so that the amount to be used for the 
year is an amount equal to the product obtained by multiply- 
ing $1,600 by the ratio determined under paragraph (1)(e) for 
the year. 


Para. 117.1(1)(e) substituted by 1985, c. 45, subsec. 63(1), applica- 
ble to 1985 et seq. That para. formerly read: 


(e) the ratio, adjusted in such manner as may be prescribed 
and rounded to the nearest one-thousandth or, where the ratio 
is equidistant from two one-thousandths, to the larger thereof, 
that the Consumer Price Index for the 12 month period that 
ended on the 30th day of September next before that year 
bears to the Consumer Price Index for the 12 month period 
that ended on the 30th day of September, 1972. 


Subsecs. 117.1(1) to (5) substituted by 1984, c. 1, subsec. 60(1), 
applicable to 1984 et seg. Those subsecs. formerly read: 


117.1 (1) Annual adjustment — The following amounts as 
applicable for a taxation year, namely, 


(a) the amounts of $1,600, $1,400 and $550 referred to in 
section 109, 


(b) the amount of $300 referred to in paragraphs 
109(1)(d), (e) and (f), 

(c) the amount of $1,000 referred to in paragraph 
109(1)(h) and in paragraphs 110(1)(e) and (e.2), and 
(d) each amount expressed in dollars referred to in sub- 
sections 117(3) to (5.2), 


shall be adjusted annually so that the amount to be used for 
the taxation year is an amount equal to the product obtained 


Subsecs. 117.1(2), (3) substituted, (4), (5) repealed, by 1986, c. 6, by multiplying 
subsecs. 65(4), (5), applicable to 1986 et seg. Subsecs. 117.1(2) to 


(5) formerly read: 


(e) the amount that would have been applicable for the 
taxation year if no adjustment had been made under this 


(2) Idem — The amount-of $300 referred to in subparagraphs 
109(1)(a)(ii) and (b)(iv) as applicable for a taxation year shall 
be adjusted for the year so that the amount to be used for the 
year is the amount by which 


(a) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(e) for 
the year, 


exceeds 


(b) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,400 is mul- 
tiplied by the said ratio. 


(3) Ildem — The amount of $2,350 referred to in paragraphs 
109(1)(d), (e) and (f) as applicable for a taxation year shall be 
adjusted for the year so that the amount to be used for the 
year is the amount by which the amount resulting from 
rounding, as described in subsection (6), the product obtained 
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section with respect to that year 
by 

(f) the ratio, adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth or, 
where the ratio is equidistant from two one-thousandths, 
to the larger thereof, that the Consumer Price Index for 
the 12 month period that ended on the 30th day of Sep- 
tember next before that year bears to the Consumer Price 
Index for the 12 month period that ended on the 30th day 
of September, 1972. 


(1.1) Annual adjustment — The amounts of $200 and 
$18,000 referred to in subsection 122.2(1) as applicable for a 
taxation year shall be adjusted annually so that the amount to 
be used for the taxation year is an amount equal to the prod- 
uct obtained by multiplying 


(a) the amount that would have been applicable for the 
taxation year if no adjustment had been made under this 


Subdiv: ‘a — Computation of Tax: Individuals 


section with respect to that year 
by 

(b) the ratio, adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth or, 

_ where the ratio is equidistant from two, one-thousandths, 
to the. larger thereof, that. the Consumer Price Index for 
the 12 month period that ended on the 30th day, of Sep- 
tember next before that year bears to the Consumer Price 
Index for the 12 month period that ended on the 30th day 
of September, 1977. : 


(2) Idem — The amount of $300 iefelea to in‘subparagraphs 

-109(1)(a)(ii) and (b)(iv) as-applicable for a taxation year shall 
be adjusted annually so that the amount to be used for the 
taxation year is the amount by which the aggregate of 


(a) the amount resulting from rounding, as described in 
-subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(f) for 
the taxation year, and 


(b) $100 


exceeds the amount resulting from’ rounding, as described in 
subsection (6), the product obtained when $1,400 is multi- 
plied by the. said ratio, 


(3) Idem — The amount of $1,100 referred to in paragraphs 
109(1)(d), (e) and (f) as applicable for a taxation year shall be 
adjusted annually so that the amount to be used for the taxa- 
tion year is the amount by which the aggregate of 


(a) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(f) for 
the taxation year, and F 


(b) $100 


exceeds twice the amount resulting from rounding, ‘as ite 
scribed in subsection (6), the product obtained when’ $300 is 
multiplied by the said ratio. : 


(4) Idem — The amount of $1,150 referred to in paragraphs 
109(1)(d), (e), (f) and (g) as applicable for a taxation year 
shall be adjusted annually so that the amount to be used for 
the taxation year is the amount by which the aggregate of 


(a) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(f) for 
the taxation year, and . 


(b) $100. 


~exceeds the amount resulting from rounding, as described in 
subsection (6), the product obtained when $550 is multiplied 
by the said ratio. 2 


(5) Idem — Each amount expressed in dollars referred to in 
paragraphs 117(7)(a) and (b) as applicable for a taxation year 
shall be adjusted annually so that the ‘amount to be used for 
the taxation year is an amount equal to the aggregate of 


(a) the product obtained by multiplying $1,600 by the ra- 
tio determined under paragraph (1)(f) for the purpose of 
making the adjustment under subsection (1) for the taxa- 
tion year, and 


(b) $100. 


Para. 117. 1(1)(d) substituted by 1980-81-82-83, c. 140, subsec. 
76(1), applicable to 1982 er seq. to substitute “subsections 117(3) to 
(5.2)” for “paragraphs @) to (m)of subsections 117(3), (4), (5) and 
(ot Aye? 


All that portion of subsec. 117.1(5) preceding para. (a) substituted 
by 1980-81-82-83, c. 140, subsec. 76(2), applicable to 1982 et seq., 
to delete reference to. para.118(3)(b). 


S. 117.1(3) 


Subsec. 117.1(1.1) added by 1978-79, c. 5, subsec. 2(1), applicable 
to 1978 et seq. 


Para. 117. 1(1)(d) substituted by 1976- 71, cakd, subsec. 52(4), rAd 
cable to 1977 et seq., to substitute “(5) and (5.1)” for “and (5)”. 


Paras. 117.1(1)(c),, (f), substituted by, 1976-77, c. 4,-subsecs. 48(1), 
(2), applicable.to 1976 et seg. Paras. 117.1(1)(c), (f). formerly. read: 


(c) the:amount of $1,000 referred to in paragraphs 109(1)(h) 
and (i) and in paragraphs 110(1)(e) and (e.1), and 


(f). the ratio that the adjusted Consumer Price Index for the 

twelve-month period ending on the 30th day of September 
next before that year bears to the adjusted Consumer Price 
Index for the twelve-month period ending on the 30th day of 
September, 1972. 


Subsecs. 117.1(2) to (4) substituted by 1976-77; c. 4, subsec..48(3), 
applicable to 1976 et seq. Those subsecs. formerly read: 


(2) The amount of $300° referred to in subparagraphs 
109(1)(a)(ii) and (b)(iv) as applicable for a taxation year shall 
be adjusted annually so that the amount to be used for the 
taxation year is the amount by which the aggregate of 


(a) the product obtained by multiplying $1,600 by the ra- 

° tio determined under paragraph (1)(f) for the purpose of 
making the adjustment under subsection (1) for the taxa-" 
tion year, and 


(b) $100 
exceeds the product obtained Ee multiplying $1, 400 by. the 
said ratio. 


(3) The amount of $1,100 referred to in paragraphs 109(1)(d), 
(e) and (f) as applicable for a taxation year shall be adjusted 
annually so that the amount to be used for the taxation year is 
the amount by which the aggregate of 


(a) the product obtained by multiplying $1,600 by the ra- 
__ tio determined under paragraph (1)(f) for the purpose of 

making the adjustment under subsection (1) for the taxa- 
' tion year, and 


(b) $100, 


exceeds’ twice the product obtained by multiplying: $300 by 
the said ratio. © 
(4) The amount of $1,150 referred to in paragraphs 109(1)(d), 
‘(e), (f) and (g) as applicable for a taxation year shall be ad- 
justed annually so that the amount to be used for the taxation 
year is the amount by which the aggregate of 
(a) the product obtained by multiplying $1,600 by the ra- 
tio determined under paragraph (1)(f) for the purpose of 
making the adjustment under subsection (1) for the taxa- 
tion year, and 


(b) $100 


exceeds the Repais’ obtained by multiplying ao by the said 
ratio. 


Para. 117.1(1)(c) substituted by 1974-75-76, c. 26, s. 76, eee 
to 1975 et seg. Para. 117.1(1)(c) formerly read: 
(c) the amount of $1,000 referred to in paragraph 109(1)(h) 
and in-paragraphs 110(1)(e) and (e.1), and 
interpretation Bulletins: IT-513: Personal tax credits, IT-519R: 


Medical expense and disability tax credits and attendant care ex- 
pense deduction. 


(3) Rounding'— Where an amount referred to in 
this section, when adjusted as provided in this sec- 
tion, is nota multiple of one dollar, it, shall be 
rounded to. the nearest: multiple of one dollar or, 
where it is equidistant from two such consecutive 
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multiples, to the higher thereof. 


Pre-RSC History: Subsec. 117.1(3) substituted for former subsec. 
(6) by 1988, c. 55, s. 91, applicable to 1988 et seg. Former subsec. 
117.1(6) read: 


(6) Rounding of amounts — Where an amount referred to 
in paragraph (1)(c) or the amount of $524 referred to in sub- 
section (1.1) when adjusted as provided in this section is not a 
multiple of one dollar, it shall be rounded to the nearest mul- 
tiple of one dollar or, if it is equidistant from two such multi- 
ples, to the higher thereof, and where any other amount re- 
ferred to in this section is not a multiple of ten dollars when 
So adjusted, it shall be rounded to the nearest multiple of ten 
dollars or, if it is equidistant from two such multiples, to the 
higher thereof. 


Subsec. 117.1(6) amended by 1986, c. 6, subsec. 65(6), applicable 
to 1986 ef seq. to substitute heading “Rounding of amounts” for 
“Rounding amounts”, and “the amount of $524 referred to in sub- 
section (1.1) when adjusted as provided in this section is not a mul- 
tiple of one dollar” for “subsection (1.1) is, not:a multiple of one 
dollar when adjusted as provided in. this section”. . 


Subsec, 117/1(6) amended by 1985, c. 45, subsec. 63(2), to substi- | 


tute “Rounding amounts” for “Rounding of amounts” as the head- 
ing, and a,reference to paragraph (1)(c).for one to paragraph (1)(d), 
applicable to 1984 et seq. 


Subsec. 117.1(6) substituted by 1984, c. 1, subsec. 60(1), applicable — 


to 1984 et seg. Subsec. 117.1(6) formerly read: 
(6) Rounding of amounts — Where 


(a) an amount referred to in, paragraph (1)(d) or the 
amount of $200 referred to in subsection (1.1) is not a 
multiple of one dollar when adjusted as provided in this 
section, it shall be rounded to the nearest multiple of one 
dollar or, if it is equidistant from two such SR le to 
the higher thereof; and 


(b) an amount referred to in this section, other than in 
paragraph (1)(d) or the amount of $200 referred to in 
subsection (1.1), is not a multiple of ten dollars when ad- 
justed as provided in this section, it shall be rounded to 
the nearest multiple of ten dollars or, if it.is equidistant 
from two such multiples, to the higher thereof. 
Subsec. 117.1(6) substituted by 1978-79, c. 5, subsec. 2(2), to add 
in paras. (a) and (b) the words “or the amount of $200 referred to in 
subsection (1.1), applicable to 1978 et seq. ; 
Subsec. 117.1(6) substituted by 1976-77, c. 4, subsec. 48(4), appli- 
cable to 1976 et.seq. Subsec. 117.1 (6) formerly read: 
(6) In the event that an amount to be used for a taxation year 
by virtue of an:adjustment under this section contains a frac- 
tion of a dollar, the amount shall be rounded to the nearest 


whole dollar or, if the result is equidistant from the two whole 
dollars, to the higher thereof. 


(4) Consumer Price Index — In this section, the 
Consumer Price Index for any 12 month period is the 
result arrived at. by 


(a) aggregating the Consumer Price Index, as 


published by Statistics Canada under the author- 
ity of the Statistics Act, adjusted in such manner 
as may be prescribed, for each month in. that 
period; 


(b) dividing the aggregate obtained under Paty 
graph (a), by twelve; and 


(c) rounding the result obtained under pattibraphh 
(b) to the nearest one-thousandth or, where the 
result obtained is equidistant from two consecu- 
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tive one-thousandths, to the higher thereof. 


Pre-RSC History: Subsec. 117.1(4) substituted for former subsec. 
(7) by 1988, c. 55, s. 91, applicable to 1988 et seq. Former subsec, 
117.1(7) read: 


(7) Determination of “Consumer Price written for a 12 
month period” —In this section, the Consumer Price Index 
for any 12 month period is the result arrived at by 


(a) aggregating the Consumer Price Index, as published 
by Statistics Canada under the authority of the Statistics 
Act, adjusted in such manner as may be prescribed by 
regulation, for each month in that period; 


(b) dividing the aggregate obtained under paragraph (a) 
by twelve; and 


(c) rounding the result obtained under paragraph (b) to 
the nearest one-thousandth or, if the result’ obtained is 
equidistant from two one-thousandths, to the higher 
thereof. 


Subsec. 117.1(7) substituted by 1976-77, c. 4, subsec. 48(4), appli- 
cable to 1976 et seg. Subsec. 117.1(7) formerly read: 


(7) Meaning of certain references — In this section, 


(a) a reference to the adjusted Consumer Price Index for 
any period means the Consumer Price Index for that pe- 
riod as adjusted in the manner prescribed by regulation, 
and 


(b) a reference to the Consumer Price Index for any 
twelve-month period means the average of the Consumer 
Price Index for Canada, as published by Statistics Canada 
under the authority of the Statistics Act, for each month 
in that twelve-month period. — 


(7.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 117.1(7.1) repealed by 1985, c. 45, 
subsec. 63(3), applicable to 1985 et seg. Subsec. 117.1(7.1) for- 
merly read: 


(7.1) Annual adjustment of amounts expressed in dol- 
lars — Notwithstanding subsections (1) and (7), for the pur- 
pose of making the annual adjustment of amounts expressed 
in dollars as required by this section (other than subsection 
(1.1)), the following rules apply: 


(a) the Consumer Price Index for the 12 month period 
ending on September 30, 1982 shall be deemed to be 
106% of the Consumer Price Index for the immediately 
preceding 12 month period; 


(b) the Consumer Price Index for the 12 month period 
ending on September 30, 1983 shall be deemed to be 
105% of the Consumer Price Index for the 12 month pe- 
riod ending on September 30, 1982, as determined under 
paragraph (a); and 
(c) for any taxation year ending after. 1984, each amount 
shall be adjusted so that the amount to be used for the 
year is an,amount equal to the product obtained by 
multiplying 
(i) the amount that would, but for subsection (6), be 
applicable for the 1984 taxation year 
by 
(1i) the ratio, adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth 


or, where the ratio is equidistant from two one- 
thousandths, to the larger thereof that 


(A) the Consumer Price Index for the 12 month 
period ending on the 30th day of September next 
before the year 


bears to 
(B) the Consumer Price Index for the 12 month 


dex” 


period ending on September 30, 1983, deter- 
_ mined without reference to paragraph (b). 


Bebiec: 117. 1(7.1) added by 1980-81-82-83, c./140, subsec. 76(3). 
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(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 117. 1(8) repealed by 1986, c. 6, sub- 
sec. 65(7), applicable to 1986 ef'seg. Subsec. 117.1(8) formerly 


read: 


(8) Limitation — Sin the event that the ratio determined under 
paragraph (1)(e) or (1.1)(b) for a taxation year is less than the 
ratio determined under that paragraph for the purpose of mak- 
ing the adjustment for the immediately preceding taxation 
year, the ratio for the taxation’ year shall be deemed to be that 
determined for the immediately preceding taxation year. 


Subsec. 117.1(8) substituted by 1984, \c. 1; subsec: 60(2) to: substi- 
tute “para. (1)(e)’”” for “para. (1)(f)”; applicable: to. 1984 et seq: 


Subsec. 117.1(8) substituted by 1978-79, ¢. 5, subsec. 2(3), applica- 


ble to 1979 et seq. Subsec. 117. 1(8) formerly read: 


(8) In the event that the ratio determined under paragraph, 
(1)(f) for a taxation year commencing after 1974 is less than 
the ratio determined under that paragraph for the purpose of 
making the adjustment for the immediately preceding taxa- 
tion year, the ratio for the taxation year shall be deemed to be 
- that ‘determined ‘for the immediately preceding taxation ‘year. 


Pre-RSC History [S. 117.1]: S. 117.1 and heading added by 


1973-74; c. 30, s. 15, applicable to 1974 et seq. 


Definitions [s. 117.1]: “amount” — 248(1); “Consumer pe In- 
— 117.14); anenta oF Rg al — me “taxation 


year” — 249. 


INDEXED PERSONAL, TAX CREDITS. 


Indexing factor from 

., previous year 
118(1)B(c): basic, per- 
sonal credit 
118(1)B(a), (b): mar- 
ried/equivalent-to- 


_ married 


— income limit 
118(1)B(d): depen- 
dent child under 18; 
each of first two (pre- 
1993) 

— for each addition- 
al such dependant 
(pre-1993) 
118(1)B(d): infirm 
age 18 or over 

— income limit 
118(2): age 65 or 
older (low-income 
only, since 1994) 
118(3): maximum 
pension credit 
118.3(1): disability 
credit 

118.2(1): medical ex- 
pense credit — in- 
come threshold 
122.2, 122.61: child 
tax credit/Child Tax 
Benefit (per eligible 
child) 

— additional amount 
for each child under 


— family income 
‘threshold 


1988 


n/a 


$1,020 $1,031 


850 


500 
66 


132 | 


250 
2,500 
550 
170 
550 


1,500 


559 


100 . 


1989 


1.011 


859 


506 


67 


elie! 


253 


OF 528e: 
556 


170 
556 


(pay Ig, 


565 


200 


1990 


1.017 “1.018. 
$1,049. $1,068 
874 890 
514.524 
68 «69 
136-138 
yi haley: 503 
2,570 2,617 
566-576 
170. 170 
566. 700 
1,542 1,570 
575 585 
203... 207 


991 
7995 


‘24,090 24,355 24;769 25,215 25,921 


1.028 n/a | 
$1,098, $1,098 
915 915 
538. . 538 
11 
(1992) 
nde G4 
(1992) 
269 400 
2,690 4,103 
592 592 
170 170 
720 720 
1,614 1,614 
601 601 
213.40). 213 


1992- 


25,921 


S. 118(1) 


117(7): notch provi- 

sion (after 1992, see 

118.2(1)D) 

180.2(1): DAS amdly 
, allowance 
Sinwbadie. inane 

threshold 


180.2(4): OAS 665 665 
monthly grind-down 


INDEXED FEDERAL TAX RATES FOR INDIVIDUALS 
1988 Income Tax Rate Schedule 
Taxable Income Tax 


$27,500. or less 17% 
In’ Excess of 


6,000...6,066 6,169 6,280 6,456 6,456 


50,000 50,850 51,765 53,215 53,215 


$27,500 $ 4,675 + 26% on next $27,500 
‘55,000 $11,825 + 29% on remainder 
1989 Income Tax Rate Schedule 

Taxable Income Tax 

$27,803 or less 17% 


In Excess of 
$27,803 $ 4.726 + 26% on next $27,802 
55,605 $11,955 + 29% on remainder 


1990 Income Tax Rate Schedule 


Taxable. Income Tax., 


ah ear a htt a he Oc 


$28,275 or less 
In Excess of - 


17% 


$ 4,807. + 26% on next $28,275 


$28,275: 

56,550 $12,158 + 29% on remainder 
1991 Income Tax Rate Schedule » 

Taxable Income Tax 

$28,784 or less 17% 


In Excess of 


~ $28,784 -$ 4,893. + 26% on next $28,784 
57,568 $12,377 + 29% on remainder 
1992-1997 Income Tax Rate Schedule 
Taxable Income Tax 
“$29,590 or less’ 17% 
In Excess of 
$29,590- $ 5,030 + 26% on next $29,590 
59,180 $12,724 + 29% on remainder 
Notes: 


See s. 180.1 regarding surtax and Division E.1 regarding mini- 
mum tax...’ 


118. (1) Personal credits — For the purpose of 
computing the tax payable under this Part by an indi- 
vidual for a taxation year, there may be deducted an 
amount’ determined by the formula. 

AXxB 
where |. 
A. is the appropriate percentage for the year, and 
B is the total of, 


(a) married status — in the case of an indi- 
vidual who at any time in the year is a married 
person who supports the individual’s spouse 

and is not living separate and apart from the 
spouse by reason of a breakdown of their mar- 
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riage, an amount equal to the total of 
(i) $6,000", and 
(ii) an amount determined by the formula 


$5,000" — (C — $500°) 
where 


C is the greater of $500" and the income 
of the individual’s spouse for the year 
or, where the individual and the indi- 
vidual’s spouse are living separate and 
apart at the end of the year by reason of 
a breakdown of their marriage, the 
spouse’s income for the year while 
married and not so separated, 

Related Provisions: 82(3) — Optional inclusion into income of 
dividends received by spouse; 117.1(1) — Indexing for inflation; 
118(4) — Limitations; 118(5)— Alimony and maintenance; 
118.95(b) — Application in year individual becomes bankrupt; 
252(4)(a) — Extended meaning of “spouse”. See additional Related 
provisions and Definitions at end of s. 118. 


History: The opening words of para. (a) of the description of B in 
subsec..118(1) amended by 1997, c. 25, subsec. 25(2), applicable to 
1997 et seg. The opening words formerly read: 


(a) in the case of an individual who at any time in the year is 
a married person who supports the individual’s spouse, an 
amdunt equal to;the total of 


Pre-RSC History: See at end of s. 118. See also former para. 
109(1)(a), s. 117.1. 


interpretation Bulletins: IT-295R4: Taxable dividends received 
after 1987 by a spouse; IT-513: Personal tax credits. 


Forms: T1E-NR: Declaration of support of non-resident dependent 
spouse and children; Tl Sched. 6: Amounts for infirm dependants 
age 18 or older. 


(b) wholly dependent person 
[“equivalent to spouse” credit] — in the 
case of an individual who does not claim a de- 
duction for the year because of paragraph (a) 
and who, at any time in the year, 


(i) is an unmarried person or a married per- 
son who neither.supported nor lived with 
the married person’s spouse and is not sup- 
ported by the spouse, and 


(ii) whether alone or jointly with one or 
more other persons, maintains a self-con- 
tained. domestic establishment (in which 
the individual lives) and. actually supports 
in that establishment a person who, at that 
time, is 


(A) except in the case of a child of the 
individual, resident in Canada, 

(B) wholly dependent for support on 
the individual, or the individual and the 
other person or persons, as the case 
may be, 

(C) related to the individual, and 


(D) except in the case of a parent or 


“Indexed by s. 117.1 after 1988. 
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grandparent of the individual, either 

under 18 years of age or so dependent 

by reason of mental or physical | 

infirmity, | 

an amount equal to the total of | 
(iii) $6,000", and 

(iv) an amount determined by the formula. 


$5,000° — (D — $500*) 
where 


D is the greater of $500" and the income 

for the year of the dependent person, 
Related Provisions: 117.1(1) — Indexing for inflation; 
118(4) — Limitations; 118(5)— Alimony and maintenance; 
118.3(2) — Dependant having impairment; 118.95(b) — Applica- 
tion in year individual becomes bankrupt; 252(4) — Extended 
meaning of “spouse”. See additional Related provisions and Defini- 
tions at end of s. 118. 


History: The opening words of para. (b) of the description of B in 
subsec. 118(1) amended by 1997, c. 25, subsec. 25(3), applicable to 
1997 et seq. Those words formerly read: 


(b) in the case of an individual not entitled to a deduction by 
reason of paragraph (a) who, at.any time in the year, 


Pre-RSC History: See at end of s. 118. See also -former para. 
1090 \(O).. SLE 7 se 


Interpretation Bulletins: IT-513: Personal tax credits. 

Forms: T1 Sched. 5: Equivalent-to-spouse amount. 
(c) single status — except in the case of an 
individual entitled to a deduction by reason of 
paragraph (a) or (b), $6,000", 

Related Provisions: 117.1(1)—JIndexing for inflation; 


118.95(6) — Application in year individual becomes bankrupt; 
122(1.1) — Credits not permitted to trust. 


History: Para. (c) of the description of B in subsec. 118(1) 
amended by 1997, c. 25, subsec. 25(4), by striking out the word 
“and” at the end, applicable to 1996 ef seg. 


Pre-RSC History: See at end of s. 118. See also former para. 
109(1)(b), s. 117.1. 


Interpretation Bulletins: IT-SOOR: RRSPs — death of an annui- 
tant; IT-513: Personal tax credits. 
(d) dependants — for each depends of 
the individual for the year who 
(i) attained the age of 18 years before the 
end of the year, and 
(ii) was dependent on the individual be- 
cause of mental or physical infirmity, 


the amount determined by the formula 


$6,456 —E 
where 


E is the greater of $4,103 and the income for 

the year of the dependant, and 
Related Provisions: 117.1(1)— Indexing for inflation; 
118(1)B(e) — Credit for infirm dependant who also qualifies for 
equivalent-to-spouse credit; 118(4) — Limitations; 118(6) — Defi- 
nition of dependant; 118.3(2) — Dependant having impairment; 
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118.92 — Ordering of credits; 118.95(b) — Application in year in- 
dividual becomes bankrupt. See additional Related provisions ' ‘and 
Definitions at end of s. 118. 


History: The closing words of para. (d) of the description of B in 
subsec. 118(1) amended by 1997, c. 25, subsec..25(5), appliceP le to 
1996 et seg. Those words formerly read: 


an amount determined by the. formula 


$1:471" Y°(B°2'52'500°) 
where 


Eis the greater of $2,500" and the income for the year of 
the dependant. 


Para. (d) of the NeseripaOn of B in subsec. 118(1) sinbstituted by 
1994, c. 7, Sch. VII (1992, c. 48), subsec. 8(1), applicable to 1993 et 
seq. Para. (d) formerly read: 


(d) for each dependant of the individual Fos the sear: an 
amount equal to 


(i) if the dependant was under the age of 18 years at any 
time in the year, an amount determined by the formula 


$388" — (E — $2,500") 
where . : 


Eis the greater of $2,500° and the income for the year 
of the dependant, 


except that where the individual has more than 2 such 
dependants forthe year, the reference to the amount 
“388°” in the formula under this subparagraph shall, in 
respect of all but 2 of those dependants, be read as twice 
that amount, and 


(ii) in the case of a person dependent on the individual by 

reason of mental or physical infirmity and to whom sub- 

paragraph (i) does not apply, an amount determined by 
the formula 


$1,471* — (F — $2,500") 


where 


Fis the greater of $2,500° and the income for the year 
of the dependant. 


(For earlier history see at end of s..118./See also former para. 
~ 109(1)(d), s. 117.1.) 


(e) infirm dependant — in the case of an 
individual entitled to a deduction in respect of 


a person because of paragraph (b) and who | 


would also be entitled, but for paragraph 
(4)(C), to a deduction because of paragraph (d) 
in respect of the same. person, the amount, by 


which the amount that would be determined | 


under paragraph (d) in respect of the person 
exceeds the amount determined under para- 
graph (b) in respect of the person. 

Related Provisions: 118(6)— Definition of dependant; 


118.92 — Ordering of credits; 118. iain — Retina in year in- 
dividual becomes bankrupt. 


History: Para. (e) added to.the description of B in subsec.118(1) 
by 1997, c. 25, subsec. 25(6), applicable to 1996 et seq. 


Interpretation Bulletins: IT-513: Personal tax.credits. 


information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


“Indexed by s. 117.1 after 1988. 
“Indexed by s. 117.1 after 1995. 


S..118(2) 


(2) Age credit — For the purpose of computing the 
tax payable under this Part for a taxation year by an 
individual who, before the end of the year, has at- 
tained the age of 65 years, there may be deducted the 
amount determined by the formula 


A X ($3,236° — B) 
where 


A is the appropriate percentage for the year, and 


B is 15%: of the amount, if any, by which the indi- 
vidual’s income for the year exceeds $25,921*° 


‘Related Provisions: 117:1(1) — Indexing for inflation; 118.8 — 
Transfer of unused credits to spouse; 118.92 — Ordering of credits; 
118.95(b) — Application in year individual becomes bankrupt, 


180.2 — “Clawback” tax and withholding of old age security bene- 
fits. See additional Related provisions and Definitions at end of Ss. 
118. 


History: Subsec. 118(2) amended by 1995, c. 3. s. 33, applicable to 
1994 et seq. except that, notwithstanding s. 117.1, the value of B in 
subsec. 118(2) shall, for the 1994 taxation year, be determined as 
the lesser of $1,741 and 7.5% of the amount, if any, by which the 
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individual’s income for the year exceeds $25,921. Subsec. (2) for- 
merly read: \ 


(2) Age credit — For the purpose of computing the tax paya- 
ble under this Part for a taxation year by an individual who, 
before the end of the year, has attained the age of 65 years, 
there may be deducted an amount determined by the formula 


A x $3,236" 
where 
A is the appropriate percentage for the: year. 


Pre-RSC History: See at end of s. 118. See also former para. 
109(1)(h), s.. 117.1. 


Interpretation Bulletins: IT-513: Personal tax credits. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


(3) Pension credit — For the purpose of comput- 
ing the tax payable under this Part by an individual 
for a taxation year, there may be deducted an amount 
determined by the formula 


AXB 
where 
A is the appropriate percentage for the year; and 
B is the lesser of $1,000°" and 


(a) where the individual has attained the age 
of 65 years before the end of the year, the 
pension income received by the individual in 
the year, and 


(b) where the individual has not attained the 
age of 65 years before the end of the year, the 
qualified pension income received by the indi- 
vidual in the year. 


“Indexed by s. 117.1 after 1988. 


“Not indexed for inflation. 
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Related Provisions: 60(j.2) — Rollover of pension income to 
spouse’s RRSP before 1995; 104(27)— Deemed i income of benefi- 
ciary; 118(7), (8) — Meaning of “pension income” and canaitee 
pension income”; 118.8 — Transfer of unused credits to Spouse; 
118.92 — Ordeting of credits; 118.93 — Separate returns; 

118.95(a) — Application in year individual becomes bankrupt; | 

122(1.1) — Credits not permitted to trust. See additional Related 
provisions and Definitions atiend of s. 118. 


History: Subsec. 118(3) amended by 1994, c. 7, Sch. VIII (1993, ¢, | 
24), subsec. 52(1), applicable to 1992 et seg. Subsec. (3) formerly 
read: 


(3) Pension credit — For the purpose of computing the tax 
payable under this Part by an individual for a taxation year, 
there may be deducted, 


(a) where the individual has attained the age of 65 years 
before the end of the year, an amount determined by the 
formula 


AXB 
where 
A is the appropriate percentage for the year, and 


B is the lesser of $1,000™* and the pension, income re- 
ceived by the individual in the year; and 


(b) where the individual (other than an individual re- 
ferred to in paragraph (a)) has before the end of the year 


(i) attained the age of 60 years, 


(ii) received a disability pension or survivor’s pen- 
sion under the Canada Pension Plan or under a pro- 
vincial pension plan as defined in section 3 of that 
Act, or 


(iii) not attained the age of 60 years, and has not de- 
ducted in computing the individual’s income for the 
year an amount under paragraph 60() (other than in 
respect of an amount included in computing the indi- 
vidual’s income pursuant to subsection 147(10), 
which amount was received in satisfaction of all the 
individual’s rights and entitlements under a deferred 
profit sharing plan), 


an amount determined by the formula 


A\x B 
where 
A’ is the appropriate percentage for the year, and 


B is the lesser of $1,000" and the qualified pension in- 
come received by the individual in the year. 


Pre-RSC History: For special version of subpara. 118(3)(b)(iii) 
for the 1988 taxation year, see “History” at the end op s. 118. For 
earlier history, see former s. 110.2. 


‘Selected Cases [subsec. 118(3)]: Whalen v. Canada, [1995] 1 


C.T.C. 2339 (TCC) (Payments from RRIF to persons under 65 do 
not give rise to entitlement to pension credit). 


Interpretation Bulletins: IT-500R: RRSPs — death of an annui- 
tant; IT-517R: Pension tax credit. 


Information Circulars: 92-3: Guidelines for phan beyond the 
normal three year period. » 


Forms: T212: Pension income allocations/designations. 


(4) Limitations re subsec. (1)— For the pur- 
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poses of subsection (1), the following rules apply: 


(a) no amount may be deducted under subsection 
(1) because of paragraphs (a) and (b) of the 
~ description of B in subsection (1) by.,an individ- 

ual in a taxation year for more than one other 

person; , 


(b) not’ more than one individual is entitled to a 
deduction under subsection (1) because of para- 


graph (b) of the description of B in subsection (1) | 


for a taxation year in respect of the same person 
or the same domestic establishment and where 
two or more individuals otherwise entitled to 
such a deduction fail to agree as to the individual 


by whom the deduction may be made, no such © 


deduction for the year shall be allowed to either 
or any of them; bin Se 


(c) where an individual is entitled to a deduction 

under subsection (1) because of paragraph (b) of 

the description of B in subsection (1) for any per- 

son described therein, the person shall be deemed 

not to be a dependant for the year for the pur- 
poses of paragraph (1)(d);,and 


(d) [Repealed] 


(e) where more than one individual is, in respect 
of a taxation year, entitled to deduct an amount 
under subsection (1) because of paragraph (d) of 
the description of B in subsection (1) for the 
same dependant, the total of all amounts so de- 
ductible for the year shall not exceed the maxi- 
mum amount that would be deductible by reason 
of that paragraph for the year by any one of those 
individuals for that dependant if that individual 
were the only individual entitled to deduct an 
amount for the year, by reason of, that paragraph 
for that dependant and, where the individuals 
cannot agree as to what portion of the amount 
each can so deduct, the Minister may fix. the 
portions. 


Related Provisions: 118(6) — Definition of “dependant”. 


History: Subsec: 118(4) amended by 1997, c. 25, subsec. 25(7), by 
substituting ; 


(a) in para. (a), “because of paragraphs (a) and (b) of the 
description of B in subsection (1)” for “by reason of paragraphs 
(1)(a) and (b)”, 


(b) in paras. (b) and (c), “because of paragraph (b) of.the 
description of B.in subsection (1)” for “by reason of paragraph 
(1)(b)”, and 


(c) in. para. (e), “because of paragraph (d) of the description of 
B in subsection (1)” for “by reason of paragraph (1)(d)”, 


applicable April 25, 1997. 


Para. 11'8(4)(d) repealed by 1994, c. 7, Sch. VII (1992, c. 48), sub- 
sec. 8(2), applicable to 1993 et seq: Para. (d) formerly read: 


(d) no amount may be deducted under subsection (1) by rea- 
son of paragraph (1)(d) by an individual for a taxation year 
for 4 person in respect of whom an allowance referred to in 
subsection 56(5) has been paid in the year, except to the ex- 
tent of the proportion of the allowance paid in the year in re- 
spect of the person that has been included in computing the 
individual’s income for the year; and 


S. 118(6) 


For earlier history:see former subsecs. 109(2), (5)... 


(5) Support — No amount may be deducted under 
subsection (1) in computing an individual’ s tax pay- 
able under this Part for a taxation year in-respect of a 
person where the individual is required to pay a sup- 
port amount (as defined in subsection 56.1(4)) to the 
individual’s spouse or former spouse in respect of 
the person and the individual a 


(a) lives separate and apart from the spouse or 
former spouse throughout the year because of the 
breakdown of their marriage; or 


(b) claims a deduction for the year because of 
section 60 in respect of a support amount paid to 
the spouse. or former spouse. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


History: Subsec. 118(5) amended by 1997, c. 25; subsec. 25(8), 
applicable to 1997 et seq. Subsec. (5) formerly read: 


(5) Alimony and maintenance — Where .an individual in 
computing the indiyidual’s income for a taxation, year is enti- 
tled to a deduction under paragraph 60(b), (c) or (c.1) in re- 
spect of a payment for the maintenance of a spouse or child, 
the spouse or child ‘shall, for the purposes: of this section 
(other than the definition “qualified pension income” in sub- 
section (7)) be deemed not to be the-spouse or child of the 
individual. 


Pre-RSC History: See at end of s. 118. See also former subsec. 
1094). : 


Selected Cases [subsec.:118(5)]: Paustian v. Canada, [1995] 
1 G:T.C. 2395 (TCC) (Entitlement to deduction under para. 60(b) 
disqualifies deduction under s. 118). 


Interpretation Bulletins: IT-118R3: Alimony and maintenance; 
IT-513: Personal tax credits. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. . 


(6) Definition of “dependant” — For the pur- 


‘poses of paragraphs (d) and (e) of the description of 


B in subsection (1) and paragraph (4)(e), “depen- 
dant” of an individual for a taxation year means a 
person who at any time in the year is dependent on 
the individual for support and is - 


(a) the child or grandchild of the individual or of 
the individual’s spouse; or 


(b) the parent, grandparent, brother, Sister, uncle, 
aunt, niece or nephew, if resident in Canada at 
any, time in the year, of the individual or of the 
individual’s spouse. | 


Related Provisions: 118(5) — Meaning; of “spouse” and “child” 
where alimony or maintenance being paid; 252(4) — Extended 
meaning of “spouse”. 


History: The opening words of subsec. 118(6).amended by 1997, c. 
25, subsec. 25(9), applicable to 1996 et seg. Those words formerly 
read: 
(6) For the purposes of paragraphs (1)(d) and (4)(e), “depen- 
dant” of an individual for a taxation year means a person who 
at any time in the year is dependent on the individual for sup- 
port and is 
Pre-RSC History: See at end of s. 118. See also former subsec. 
109(6).. » 
Interpretation Bulletins: IT-513: Personal tax credits. 


OF) 


S. 118(7) 


(7) Definitions — Subject to subsection (8), for the 
purposes of subsection (3), 


“pension income” received by an individual in a 
taxation yeat means the total of 


(a) the total of all amounts each of which is an 
amount included in computing the individual’s 
income for the year that is | 


(i) a payment in respect of a life annuity out of 
or under a superannuation or pension plan, 


(ii) an annuity payment under a registered re- 
tirement savings plan, under an “amended 
plan” as referred to in subsection 146(12) or 
under an annuity in respect of which an 
amount is included in computing the individ- 
ual’s income by reason of» paragraph 
56(1)(d.2), 


(iii) a payment out of or under a registered re- 
tirement income fund or under an “amended 
fund” as referred to in subsection 146.3(11), 


(iv) an annuity payment under a deferred 
profit sharing plan or under a “revoked plan” 
as referred to in subsection 147(15), 


(v) a payment described in subparagraph 
147(2)(k)(v), or 


(vi) the amount by which an annuity payment 
included in computing the individual’s in- 
come for the year by reason of paragraph 
56(1)(d) exceeds the capital element of that 
payment as determined or established under 
paragraph 60(a), and : 


(b) the total of all amounts each of which is an 
amount included in computing the individual’s 
income for the year by reason of section 12.2 of 
this Act or paragraph 56(1)(d.1) of the Income 
Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952; 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“qualified pension income” received by an individ- 
ual in a taxation year means the total of all amounts 
each of which is an amount included in computing 
the individual’s income for the year and described in 


(a) subparagraph (a)(i) of the definition “pension 
income” in this subsection, or 


(b) any of subparagraphs (a)(ii) to (vi) or para- 
graph (b) of the definition “pension income” in 
this subsection received by the individual as a 
consequence of the death of a spouse of the 
individual. 
Related Provisions: 104(27) — Deemed income of beneficiary; 
118(5) — Alimony and maintenance; 118(8) — Limitations; 
118.7 — Credit for UI/EI premium and CPP contribution; 248(8) — 
Occurrences as a consequence of death; 252(4) — Extended mean- 
ing of “spouse”. See additional Related provisions and Definitions 
at end of s. 118. 


History: Para. (b) of “qualified pension income” amended by 1994, 
c. 7, Sch. VIII (1993, c. 24), subsec. 52(2), applicable after 1992. 
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Para. (b) formerly read: 


(b) any of subparagraphs (a)(ii) to (vi) or paragraph (b) of the 
definition “pension income” in this subsection received by 
the individual as a consequence of the death of the spouse 
(within the’:meaning assigned by subsection 146(1.1)) of the 
individual. | 
Pre-RSC History: Para. (b) of “qualified pension income” ) 
amended by 1990, c. 35, s. 10, to substitute “the spouse (within the — 
meaning assigned by subsection 146(1.1)) of the individual” for | 
“the individual’s spouse”, applicable to 1988 et seg. ) 


Also, see at end of s. 118. For pre-1988 history, see former subsec, 
110.2(3). 


Interpretation Bulletins: IT-SOOR: RRSPS — death of an annui- 
tant; IT-517R: Pension tax credit. 


(8) Interpretation — For the purposes of subsec- 
tion (3), “pension income” and “qualified pension in- 
come” received by an individual do not include any 
amount that is 


(a) the amount of a pension or supplement under 
the Old Age Security Act or of any similar pay- 
ment under a.law-of a province; 


(b) the amount of a benefit under the Canada 
Pension Plan or under a provincial pension plan 
as defined in section 3 of that Act; 


(c) a death benefit; 
 (d) the amount, if any, by which 


(i) an amount required to be included in com- 
puting the individual’s income for the year 


exceeds 


(ii) the amount, if any, by which the amount 
referred to in subparagraph (i) exceeds \the to- 
tal of all amounts deducted by the individual 
for the year in respect of that amount; or 


(e) a payment received out of or under a salary 
deferral arrangement, a retirement compensation 
arrangement, an employee benefit plan, an em- 
ployee trust or a prescribed provincial pension 
plan. 
Regulations: 7800(1) (prescribed provincial pension plan). 


Related Provisions: 118.91 — Individual resident in Canada for 
part of the year; 118.92 — Ordering of credits; 118.93 — Credits in 
separate returns; 118.94 — Tax payable by non-resident individual. 


Pre-RSC History: See at end of s. 118. 
Interpretation Bulletins: IT-517R: Pension tax credit. 


Pre-RSC History [s. 118]: S. 118 added by 1988, c. 55, s. 92, 
applicable to 1988 et seg. except that for the 1988 taxation year, 
subpara. 118(3)(b)(iii) shall be read as follows: 


(iii) not attained the age of 60 years and, in computing his 
income for the year, has deducted no amount under ‘paragraph 
60(j) other than an amount 


(A) in respect of an amount included in computing his 
income pursuant to subsection 147(10) and received in 
satisfaction of his rights and entitlements under a de- 
ferred profit sharing plan, or 


(B) in respect of an amount received out of or under a 
registered pension plan where the amount so received 
may reasonably be considered to. be 


(I) the refund of all or part of the aggregate of all 
amounts each of which was an additional voluntary 
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contribution made by him before October 9,:1986 to 
a registered pension plan for his benefit in i of 
services rendered. by him, or 


(II) interest on the refund; 


Definitions [s. 118]: “amount”, “annuity”, “appropriate percent- 
age” — 248(1); “aunt” — 252(2)(e); “brother” — 252(2);.‘Can- 
ada” — 255; “child” — 118(5), 252(1); “death benefit” — 248(1); 
“deferred profit sharing plan” — 147(1), 248(1); “dependant” — 
118(5), (6); “employee benefit plan” — 248(1); “srandparent” — 
252(2); “individual” — 248(1); “marriage” — 252(4)(b); “mar- 
ried” — 252(4)(c); “Minister” — 248(1); snephew, “niece” — 
252(2)(g); “parent” — 252(2); “pension income”:— 118(7), (8); 
“person”, “prescribed” — 248(1); “qualified pension income’? — 
118(7), (8); “received” — 248(7); “registered retirement income 
fund” — 146.3(1), 248(1); “registered retirement savings plan” — 
146(1), 248(1); “related” — 251(2); “resident in Canada” — 250; 
“salary deferral arrangement”, “self-contained domestic establish- 

ment”’— 248(1); ‘‘sister” — 252(2); “spouse” — reinaedy ee 
“tax payable” — 248(2); “taxation year” — 24); “uncle” 
252(2)(f); “unmarried” — 252(4)(d). 


Interpretation Bulletins [s. 118]: IT-83R3: Non-profit organiza- 
tions — Taxation of income from property; IT-171R2: Non-resident 
individuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-326R3: Returns of deceased persons 
as “another person”; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-495R2: Child care expenses; IT- 
516R2: Tuition tax credit; IT-519R: Medical expense and disability 
tax credits and attendant care expense deduction. 


Information Circulars [s. 118]: 92-3: Guidelines for refunds 


beyond the normal three year period. 


Forms [s. 118]: T765: Summary of tax calculations; T767: “igs 
come and deductions. 


Pre-RSC History [former s. 118]: Former s.-118, repealed by 
1980-81-82-83, c. 140, s. 77, applicable to the 1982 and subsequent 
taxation years. That section formerly read: 


118. (1) General averaging — Notwithstanding section 117, 
where, in the case of an individual who was resident in Can- 
‘ada throughout the taxation year immediately preceding a 
particular taxation year (which particular taxation year is 
hereafter in this section referred to as the “year of averag- 
ing”), any excess remains when r 


(a) the greater of 110% of his income for the immediately 
preceding taxation year and 120%, of. the quotient ob- 
tained when 


» @@) the aggregate of all. amounts each of which is the 
individual’s income for a taxation year in the period 
of such of the consecutive taxation years (not ex- 
ceeding 4) immediately preceding the year of averag- 
ing as were years throughout which he was resident 
in Canada 


is divided by 
(ii) the number of years in the period described in 
subparagraph (1) 
is deducted from 
(b) the individual’s income for the year of averaging, 


(whieh excess is hereafter in this subsection referred to as the 

“averaging excess”), the tax payable by the individual under 
this Part upon his amount taxable for the year of wept is 
the aggregate of 


(c) the amount that would be determined under ‘section 
117 for the individual for the year of averaging if his 
amount taxable for the year were the remainder, if any, 
obtained when the averaging excess is deducted from the 
individual’s amount taxable for the year romped with- 
out regard to this subsection, and ' 
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(d) 5 times the amount, if any, by which 


ay (i) the amount that would be'determined under sec- 
tion 117 for the individual for the year of averaging 
‘if his amount taxable for the year of averaging were 
the “aggregate of the remainder described in para- 
graph (c) and an ‘amount equal to 1 of the lesser of - 
the averaging, excess and, the, individual’s amount 
taxable for the year of averaging 


exceeds 


(ii) the amount determined under paragraph (c). 


(2) Non-resident individuals — Notwithstanding section 
117, where, in the.case of an individual who 


(a) at no time during a taxation year (in this section re- 
ferred to as the “year of averaging”) and the immediately 
preceding taxation-year was resident in Canada, and 


(b)-in each of those years, performed the duties of one or 
more offices or employments in,Canada or carried on one 
or more businesses in Canada, . 


any excess remains after 


(c) the greater of 110% of his income for the immediately 
preceding taxation year “and 120% ‘of the quotient ob- 
tained when 


(i) the aggregate of all amounts each of which is the 
'individual’s income for a taxation year in the period 
of such of the consecutive taxation years (not ex- 
ceeding 4) immediately preceding the year of averag- 
ing as were years 
(A) throughout which’ he was not resident in 
Canada, and 
(B) for which he has filed a return of income 
under this Part , 


is divided by 


(ii) the number of years in 1 the period described in 
subparagraph (i), 


: is deducted from 


(d) the individual’s income: for the year of averaging, 


- (which excess is hereafter in this subsection referred to as the 


“averaging excess’), the tax payable by the individual. under 
this Part for the year of averaging is the aggregate of 


(e) the amount that would be determined under section 

117 for the individual for the year of averaging if his 

amount taxable for the year were’ the remainder, if any, 

obtained when the averaging excess is deducted from the 

individual’s amount taxable for the year computed with- 

* out regard to this subsection, and — . 

(f) 5 times the amount, if any, by which 
(i) the amount that would be determined under sec- 
tion 117 for the individual for the year of averaging 
if his amount taxable for the year of averaging were 
the aggregate of the remainder described in para- 
graph (e) and an amount equal to "/s of the lesser of 
the averaging excess and the individual’s amount 
taxable for the year of averaging — 


exceeds 
(ii) the amount Adeaiosd eae paragraph (e). 


(3) Rules applicable in determining income — For the 


- purposes of this section the following rules apply: 


(a) the income of an individual fora taxation year, at no 
_» time during which he was resident in Canada, shall be 
deemed to be the amount that would be determined under 
Division D to be his taxable income for the year if sub- 
section 115(1) were read without reference to the words 


S. 118 


following paragraph (c) thereof; 
(b),a taxpayer’s income for any taxation year described in 
paragraph (1)(a) or (2)(c) as a taxation year preceding a 
year of averaging shall be deemed to be an amount equal 
to. the greater of $1,700 and his income for the year oth- 
erwise determined. for the purposes of this Part; 
(c) any taxation year included in an “averaging period”, 
within the meaning assigned that expression in section 
119, pursuant to an election made by him under that sec- 
tion that was not revoked by him, shall not be included in 
the period referred to in paragraph (1)(a) or (2)(c), as the 
case may be; and 
(d) where a taxpayer has died in a year of averaging, 
(i) paragraphs (1)(a) and (2)(c) shall be read as if the 
references therein to “110%” and “120%” were read 
as references to “100%, and 
(ii) subsections (1) and (2) are not applicable in re- 
spect of the year if the taxpayer’s legal representative 
has made an election: under subsection 70(2) in re- 
spect of the taxpayer’s income for that year. 


Para. 118(3)(b) substituted by 1973-74, c. 30, s. 16, applicable to 
1973, et seg. Para. -118(3)(b) formerly read: 
(b) a taxpayer’s income for any taxation year described in 
paragraph (1)(a) or (2)(c) as a taxation year preceding a year 
of averaging shall be deemed to be an amount equal to the 
greater of $1,600 and his income for the year otherwise deter- 
mined for the purposes of this. Part; 


118.1 (1) Definitions — In this section 


“total charitable gifts” of an individual for a taxa- 
tion year means the total of all amounts each of 
which is the fair market value of a gift (other than a 
gift the fair market value of which is included in the 
total Crown gifts, the total cultural gifts or the total 
ecological gifts of the individual for the year) made 
by the individual in the year or in any of the 5 imme- 
diately preceding taxation years (other than in a year 
for which a deduction under subsection 110(2) was 
claimed in computing the individual’s taxable in- 
come) to 


(a) a registered charity, 
(b) a registered Canadian amateur athletic 
association, 


(c) a housing corporation resident in Canada and 
exempt from tax under this Part because of para- 
graph 149(1)(i), i 

(d) a Canadian municipality, 

(e) the United Nations or ‘an agency thereof, 


(f) a university outside Canada that is prescribed 
to be a university the student body. of which ordi- 
narily includes students from Canada, or 


(g) a charitable organization outside Canada to 
which Her Majesty in right of Canada has made a 
gift during the individual’s taxation year or the 12 
months immediately preceding that taxation year, 


to the extent that those amounts were 


(h) not deducted in computing the individual’s 
taxable income for a taxation year ending before 
1988, and 
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(i) not included in determining an amount that 
was deducted under this section in computing the 
individual’s tax payable under this Part for a pre- 
ceding taxation year; 

Related Provisions: 43.1(1) — Charitable gifts excluded from 
tules re life interests in real property; 118.1(1)“total gifts”(a)(ii) — 
Charitable gifts limited to 20% of net income: 118:1(6) — Gift of 
capital property; 143(3.1) — Hutterite colonies — election in re- 
spect of gifts; 149.1(6.4) — Donations to registered national arts 
service organization; Canada-U.S. tax treaty, Art. XXI:6 — Dona- 


tions to U.S. charities qualify as gifts for taxpayer with U.S.-source _ 


income; Art. XXIX B:1 — Property left to U.S. charity on death: 


History: The opening words of the definition “total charitable 
gifts” in subsec. 118.1(1) amended by 1996, c. 21, subsec. 23(1) 
applicable to gifts made after February 27, 1995. The opening 
words formerly read: 


“total charitable gifts” of an individual for a taxation year 
means the total of all amounts each of which is the fair mar- 
ket value of a gift (other than a gift the fair market value of 
which is included in the total Crown gifts or the total cultural 
gifts of the individual for the year, or would have been so 
included for a preceding taxation year if this section had ap- 
plied to that preceding year) made by the individual in the 
year or in any of the 5 immediately preceding taxation years 
(other than in a year for which a deduction under subsection 
110(2) was claimed in computing the individual’s taxable in- 
come) to 


Definition “total charitable gifts” amended by 1994, c. 7, Sch. IL 
(1991, c. 49), subsec. 88(1), applicable after December 11, 1988. 
That definition formerly read: 


“total charitable gifts” of an individual for a taxation year 
means the total of all amounts each of which is the amount of 

a gift made by the individual in the year or in one of the 5°” 
immediately preceding taxation years to 


(a) a registered charity, 
(b) a registered Canadian amateur athletic association, 


(c) a housing corporation resident in Canada and exempt 
from tax under this Part by paragraph 149(1)(i), 


(d) a Canadian municipality, 
(e) the United Nations or an agency thereof, 


(f) a university outside Canada prescribed to be a univer- 
sity the student body of which ordinarily includes stu- 
dents from Canada, or 


(g) a charitable organization outside Canada to which 
Her Majesty in'right of Canada has made a gift during the 
individual’s taxation year or the 12 months immediately 
preceding that taxation year, 


to the extent that the amounts of those gifts have been neither 


(h) deducted in computing the individual’s taxable in- 
come for a taxation year preceding 1988, nor 


(i) used in determining an amount that has been deducted 
under this section in computing the individual’s tax paya- 
ble under this Part for a preceding taxation year, 


but, where the individual has claimed a deduction under sub- 
section 110(2) in computing the individual’s taxable income 
for a taxation year, does not include the amount of any gift 
‘made in that year; 


Selected Cases [subsec. 118.1(1)“total charitable gifts”): 
Burns v. MNR, [1990] 1 C.T.C. 350 (FCA) (Donations to registered 
amateur athletic association not “gifts” where taxpayer paying for 
daughter’s training); Guertin, Antoine, Ltée v. The Queen, [1988] 1 
C.T.C..117 (FCA) (Loan for interest to company by foundation 
made from amounts donated to foundation by company not artificial 
transactions); The Queen v. McBurney, [1985] 2 C.T.C. 214 (FCA); 
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jeave to appeal to SCC refused (sub nom. McBurney v. MNR) 


(1986), 65 NR 320 (note) (Mere lack of legal obligation to-contrib- _ 


ute to religious schools not sufficient to create gifts); The Queen v. 
Zandstra, [1974] C.T.C. 503 (FCTD) (Of amounts paid to Christian 
school, $200 per child held to be tuition; excess charitable), 


Regulations: 3503, Sch. VIII (prescribed universities). 


interpretation Bulletins: See lists at end of 118.1(1) and at end 
of 118.1. ’ 


Information Circulars: 75-23: Tuition fees and charitable dona- 
tions paid to privately supported secular and religious schools; 84- 
3R4: Gifts in right of Canada. See also list at.end of 118.1. 


“total Crown gifts” of an individual for a taxation 


year means the total of all amounts each of which is 
the fair market value of a gift (other than a gift the 
fair market value of which is included in the total 
cultural gifts or the total ecological gifts of the indi- 
vidual for the year) made by the individual in the 
year or in any of the 5 immediately preceding taxa- 
tion years to Her Majesty in right of Canada or a 
province, to the extent that those amounts were 


(a) not deducted in computing the individual’s 
taxable income for a taxation year ending before 
1988, and 


(b) not included in determining an amount that 
was deducted under this section in computing the 
individual’s tax payable under this Part for a pre- 
ceding taxation year; 


Related Provisions: 43.1(1) — Crown gifts excluded from rules 
re life interests in real property; 118.1(1)“total gifts’(b) — Crown 
gifts not limited to 20% of net income; 118.1(6) — Gift of capital 
property; 143(3.1) — Election in respect of gifts. 


History: The opening words of the definition “total Crown gifts” in 
subsec. 118.1(1) amended by 1996, c. 21, subsec. 23(2), applicable 
to gifts made after February 27, 1995. The opening words formerly 
read: 


“total Crown gifts” of an individual for a taxation year means 
thé total of all amounts each of which is the fair market value 
of a gift (other than a gift the fair market value of which is 
included in the total cultural’ gifts of the individual for the 
year, or would have been so included for a preceding taxation 
year if this section had applied to that preceding year) made 

_ by the individual in the year or in any of the 5 immediately 
preceding taxation years to Her Majesty in right of Canada or 
a province, to the extent that those amounts were 


Definition “total Crown gifts” in subsec. 118.1(1) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 88(1), applicable after De- 
cember 11; 1988. That definition formerly read: ae 


“total Crown gifts” of an individual for a taxation year means 
the total of all amounts each of which is the amount of a gift 
made by the individual in the year or in one of the 5 immedi- 
ately preceding taxation years to Her Majesty in right of Can- 
ada or to Her Majesty in right of a province, to the extent that 
the amounts of those gifts have been neither 


(a) deducted in computing the individual’s taxable in- 
come for a taxation year preceding 1988, nor — 


(b) used in determining an amount that has been deducted 
under this section in computing, the individual’s tax paya- 
ble under this Part for a preceding taxation year; 


Selected Cases [subsec. 118.1(1)“total Crown gifts”]: Hud- 
son Bay Mining and Smelting Co. Ltd. v.. Canada, [1989] 2 C.T.C. 
309 (FCA); leave to appeal to SCC refused (sub nom. Hudson Bay 
Mining & Smelting Co. v. MNR) (1990), 106-NR 16 (note) (“Gift” 


S. 118.1(1) tot 


to Crown corporation after latter acquired facilities‘ from taxpayer 
neither separate transaction ‘nor deductible). 


Advance Tax Rulings: ATR-63: Donations. to agents of the 
Crown. 


“total cultural gifts” of an individual for a taxation 
year means the total of all amounts each of which is 
the fair market value of a gift 


(a) of an- object that the Canadian Cultural Prop- 
erty Export Review Board has determined meets 
the criteria set out in paragraphs 29(3)(b) and (c) 
of the Cultural Property Export and Import Act, 
and 


(b) that was made by the individual in the year or 
in any of the 5 immediately preceding taxation 
years to an institution or a public authority in 
Canada that was, at the time the gift was made, 
designated under subsection 32(2) of the Cultural 
Property Export and Import Act either generally 
or for a specified purpose related to that object, 


to the extent that those amounts were 


‘(c) not deducted in computing the individual’s 
taxable income for a taxation year ending before 
1988, and Kn , 


(d) not included in determining an amount that 
was deducted under this section in computing the 
individual’s tax payable under this Part for a pre- 
ceding taxation year; . 
Related Provisions: 39(1)(a)(i.1) — Meaning of capital gain and 
capital loss; 118.1(1)‘total gifts”(c) — Cultural gifts not limited to 
20% of net income; 118.1(7.1) — Gifts of cultural property — 
deemed proceeds; 118.1(10)-— Determination ‘of fair market value; 
143(3.1) — Election in respect, of gifts; 207.3 — Tax on institution 
that disposes of cultural property. 


History: Definition “total cultural gifts” in subsec. 118.1(1) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 88(1), applica- 
ble after December 11, 1988. That definition formerly read: 


“total cultural gifts” of an individual for a taxation year 
means the total of all values each of which is the value of a 
gift os 
(a) of an object.that the Canadian Cultural Property Ex- 
port Review Board has determined meets all the criteria 
set out in paragraphs 29(3)(b) and (c) of the Cultural | 
Property Export and Import Act, ; : 


(b) that neither is included in the total charitable gifts or 
the total Crown gifts of the individual for the year, nor 
would have been so included in a preceding taxation year 
had this section been applicable to that preceding year, 
and si 


(c) that was made by the individual in the year or in one 
of the 5 immediately preceding taxation years to air insti- 
tution or public authority in Canada that was, at the time 
the gift was made, designated under. subsection 32(2) of ° 
the Cultural Property Export and Import Act either gen- 
erally or for a purpose related to the object referred to in’ 
paragraph (a) 

to the extent that the values of those gifts have been neither 


(d) deducted in computing the individual’s taxable in- 
come for a taxation year preceding 1988, nor 

(e) used in determining an amount that has been deducted 
under this section in computing the individual’s tax paya- 
ble under this Part for a preceding taxation year; 
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Selected Cases [subsec. 118.1(1)“total cultural gifts”]: 
Hudson Bay Mining and Smelting Co. Ltd. v. Canada, [{1989].2 
C.T.C. 309 (FCA); leave to appeal to SCC refused (sub nom. Hud- 
son Bay Mining & Smelting Co. v. MNR) (1990), 106 NR 16 (note) 
(“Gift” to Crown corporation after latter acquired facilities from 
taxpayer neither separate transaction, nor deductible); Friedberg v. 
MNR, [1989] 1 .C.T.C. 274 (FCTD); aff'd in part [1992] 1 C.T.C..1 
(FCA); leave to appeal to SCC refused [unreported] ((July 2, 1992), 
Doc. 22990. Fair market value of collections donated to museum 
deductible despite cost to taxpayer below fair market value), 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. See also list at end of 
118.1. : ) 


“total ecological gifts” of an individual for a taxa- 
tion year means the total of all amounts each of 
which is the fair market value of a gift (other than a 
gift the fair market value of which is included in the 
total cultural gifts of the individual for the year) of 
land, including a servitude for the use and benefit of 
a dominant land, a covenant or an easement, that is 
certified by the Minister of the Environment, or a 
person designated by that Minister, to be. ecologi- 
cally sensitive land, the conservation and protection 
of which is, in the opinion of that Minister, or that 
person, important to the preservation of Canada’s en- 
vironmental heritage, which gift was made by the in- 
dividual in the year or in any of the 5 immediately 
preceding taxation’ years to 


(a) a Canadian municipality, or 


(b) a registered charity one of the main purposes 
of which is, in the opinion of the Minister of the 
Environment, the conservation and protection of 
Canada’s environmental heritage, and that is ap- 
proved by that Minister, or that person, in respect 
of that gift, 


to the extent that those amounts were not included in 
determining an amount that was deducted under this 
section in computing the individual’s tax payable 
under this Part for a preceding taxation year: 
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Related Provisions: 118.1(1)“total gifts”(d) — Ecological gifts 
not limited to 20% of net income; 207.31 — Tax if donee disposes 
of the property. | 


History: The definition “total ecological gifts” added to subsec. 
118.1(1) by 1996, c, 21, subsec. 23(4), applicable to gifts made after 
February 27, 1995. 


“total gifts” of an individual for a taxation 
means the total of . 
(a) the least of 

(i) the individual’s total charitable gifts for the 
year, | | 
(ii) the individual’s income for the year where 
the individual dies in the year or in the follow- 
ing taxation year, and 


(ili) in any other case, the amount determined 
by the formula 


0.5(A + B —C) 


year 


where : 
A. is the. individual’s income for the year, 


B is the total of all amounts each of which is 
the amount of a taxable capital gain from a 
gift of property made by the individual in 
the year to a donee described in the defini- 
tion “total charitable gifts”, and 


is the total of all amounts each of which is 
the portion of an amount deducted under 
section 110.6 in computing the individ- 
ual’s taxable income for the year that can 
reasonably be considered to be in respect 
of a gift of capital property made by the 
individual in the year to a donee described 
in the definition “total charitable gifts”, 


(b) the individual’s total Crown gifts for the year, 


(c) the individual’s -total cultural. gifts for the 
year, and | 

(d) the individual’s total ecological gifts for the 
year. | 
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Related Provisions: 257 — Formula cannot calculate to less than 
zero. . 


History: Para. (a) of the definition “total gifts” in subsec. 118.1(1) 


an individual dies in 1996, to the individual’s 1995 taxation year. 
Para. (a) formerly read: 


(a) the lesser of 
(i) the individual’s total charitable gifts for the year, and 
(ii) '/s of the individual’s income for the year, 
Para. (d) of the definition “total gifts” in subsec. 118.1(1) added by 


292 1995: 


Definition “total gifts” in subsec. 118.1(1) amended by 1994, c. 7, 
Sch. II (1991, c. 49), subsec. 88(1), applicable after Decembes 1ly 
1988. That definition formerly read: 


“total gifts” of an individual for a taxation year means the 
total of 


(a) the lesser of 


(1) the individual’s total charitable gifts for the year, 
and 


(ii) '/s of the individual’s income for the year com- 
puted without reference to subsection 137(2), 
_ (b) the individual’s total Crown gifts for the year, and 
(c) the individual’s total cultural gifts for the year. 

Interpretation Bulletins [subsec. 118.1(1)]: IT-226R: Gift toa 
charity of a residual interest in real property or an equitable interest 
in a trust: IT-288R2: Gifts. of capital properties to a charity and 
others; IT-297R2: Gifts in kind to charity and others; IT-407R3: 


Disposition after 1987 of Canadian cultural property; IT-504R2: 
Visual artists and writers. See also list at end of s. 118.1. 


Information Circulars: See list at end of s. 118.1. 


the total charitable gifts, total Crown gifts, total cul- 
tural gifts or total ecological gifts of an individual 
unless the making of the gift is proven by filing with 
the Minister a receipt therefor that. contains pre- 
scribed information. 

Related Provisions: 149.1(1)“disbursement quota” A — Charity 
must disburse 80% of receipted gifts; 188(1)— Revocation tax 


where registration of charity is revoked; mage — Books and 
records to be kept by charity. 


merly read: 


-(2) Proof of gift— A gift shall not be included in the total 
charitable gifts, total Crown gifts or total cultural gifts of an 
individual unless the making of the gift is proven by filing 
with the Minister a receipt therefor that coritains prescribed 
information. 


Regulations: 3501 (prescribed information). 
Interpretation Bulletins: IT-407R4: Dispositions of cultural 
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amended by 1997, c. 25, s. 26, applicable to 1996 ef seg. and, where 


1996, c. 21, subsec. 23(3), applicable to gifts made after February 


(2) Proof of gift — A gift shall not be included in 


History: Subsec. 118.1(2) amended by 1996, c. 21, subsec. 23(5),” 
applicable to gifts made after February 27, 1995. That subsec. for-- 


property to designated Canadian institutions. See also list at end of 
$118.1. . 

Information Circulars: 80-10R: Registered charities: operating a 
registered charity. See also list at end of s. 118-1. 

- Advance Tax Rulings: ATR-63: Donations to agents of the 
ieee Y SOC TI ccoiiuly: bi r 

(3) Deduction by individuals for gifts — For 
the purpose of computing the tax payable under this 
Part by an individual for a taxation year, there may 
be deducted such ‘amount! as the individual’ claims 
not exceeding the amount determined by the formula 


(A x.B)-+ [Cx DM -B)] 


where 

A is the appropriate percentage for the year; 

B is the lesser of $200 and the individual’s total 

gifts for the year; . 
C is the highest percentage referred to in subsection 
~~ 117(2) that applies in determining tax that might 
‘be payable under this Part for the year; and _ 

D is the individual’s total gifts for the year. . 
Related Provisions: 37(5) — Scientific research and experimen- 
tal development expenditures; 110(2)— Deduction for member of 
religious order who has taken vow of’ perpetual poverty; 110.1 — 
Deduction for gifts by corporations; 117(1) —Tax payable under 
this __ Part; 118.95(a), 128(2)(e)Gi1)(B), 128(2)(f)(Qv), 
128(2)(g)Gi)(B) — Application to bankrupt individual; 152(6) — 
Reassessment; 164(5), (5.1)— Effect. of carryback of loss. 


History: Subsec. 118.1(3) amended by 1995, c. 3, s. 34, applicable 
to 1994 et seg. Subsec. (3) formerly read: 


(3) Deduction by‘individuals for gifts —For-the purpose of ~ 


computing the tax payable under this Part by an individual for 
a taxation year, there may be deducted such amount as the 
individual may claim not exceeding an amount determined by 
the formula 


(A x B)'+(C x (D'= B)) 
where 
A is the appropriate percentage for the year; 


B .- is the lesser of $250:and the individual’s total gifts for the 
year} > fy ry; OR ohh cei” 
C is the highest percentage referred to in subsection 117(2) 
that is applicable in’ determining tax that might be paya- 
_.. ble under this Part for the year; and - 
D is the individual’s total gifts for the year. 
Interpretation Bulletins: [T-111R2; Annuities purchased from 
charitable organizations; IT-226R: Gift to a charity of a residual in- 
terest in real property. or an equitable interest in a trust; IT-297R2: 
Gifts in kind to charity and others; IT-407R4: Dispositions of cul- 
tural property to designated Canadian institutions. See also list at 
end of s. 118.1. re 
Information Circulars: 75-23:'Tuition feés and charitable dona- 
tions paid to privately supported secular and religious schools: 


(4) Time of gift — For the purposes of this section, 
a gift made by an individual in the taxation year in 
which the individual dies shall be deemed to have 
been made by the individual in the immediately pre- 
ceding taxation year to the extent thatan amount in 
respect thereof is’ not deducted in computing the-in- 
dividual’s tax payable under this Part for the taxation 
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year in which the individual dies. 


| Related Provisions: 118.1(5) — Gift made by will deemed made 


in year of death. .. . 
Interpretation Bulletins: IT-288R2: Gifts of capital properties to 


a charity and others; IT-407R4: Dispositions of cultural property to 


designated Canadian institutions. See also list at end of s. 118.1. 


(5) Gift by will — Where an individual by the indi- 


vidual’s will makes a gift to a donee described in 
subsection (1), the gift shall, for the purposes of this 


| section, be deemed to have been made by the indi- 


vidual in the taxation year in which the individual 
dies. 

Related Provisions: 39(1)(a)(i.1) — Gain on disposition not cap- 
ital gain; 118.1(4) — Carryback: of gift made in year of death. See 
additional, Related provisions and Definitions at end of s. 118.1. 
Interpretation Bulletins: IT-226R: Gift to a charity of a residual 
interest in real property or an equitable interest in a trust; IT-407R4: 
Dispositions of :cultural property to designated Canadian institu- 


tions. See also list at end of s. 118.1. 


(6):Gift of capital property — Where, at. any 
time, whether by the individual’s will or otherwise, 
an individual makes a gift of 


(a) capital property to a donee described in the 
definition “total charitable gifts”, “total Crown 
gifts” or “total ecological gifts” in subsection (1), 
Of at 
“(b) in the case of an individual who is a non-resi- 
dent person, real property situated in Canada to a 
prescribed donee who provides an undertaking, in 
‘a form satisfactory to the Minister, to the effect 
that such property will be held for use in the pub- 
lic interest, — 
and the fair market value of the property at that time 
exceeds its adjusted cost base to the individual, such 
amount, not greater than the fair market value and 
not less than the adjusted cost base to the individual 
of the property at that time, as the individual or the 
individual’s legal representative designates in the in- 
dividual’s return of income under section 150 for the 
year in which the gift is made shall, if the making of 


the’ gift is proven by filing with the Minister a receipt 
containing prescribed information, be deemed to be 


the individual’s proceeds of disposition of the prop- 
erty and, for the purposes of subsection (1), the fair 


market, value of the gift made by the individual. 


History: Para. 118.1(6)(a) amended by 1996, c. 21, subsec. 23(6), 
applicable to gifts made after February 27, 1995. The para. formerly 
read: 


(a) capital property to a donee described in the definition “to- 
tal charitable gifts” or “total Crown gifts” in subsection (1), 
or 


That portion of subsec. 118.1(6) following para. (b) amended by 
1994, ¢. 7, Sch: VIL (1993, c. 24),'s. 53, applicable to gifts made 
after December 11, 1988, That portion formerly read: 


and the fair market value of the property at that time exceeds 
its adjusted cost base~to the individual, such amount, not 
greater than the fair market value and not less than the ad- 
justed cost base to the individual of the property at that time, 
as is designated by the individual or the individual’s legal 
representative in the individual’s return of income under sec- 
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tion 150 for the year in which the gift is made shall, if the 
making of the gift is proven by filing with the Minister a re- 
ceipt containing prescribed information, be deemed to be the 
individual’s proceeds of disposition of the property and the 
amount of the gift made by the individual. 
Regulations: 3500-3502 (prescribed information); 3504 (pre- 
scribed donee). : 


Interpretation Bulletins: IT-226R: Gift toa charity of a residual 
interest in real property or an equitable interest in-a trust; IT-288R2: 
Gifts of capital properties to a charity and others; IT-504R2: Visual 
artists and writers. 


(7) Gifts of art — Except where subsection (7.1) 
applies, where at any time, whether by the individ- 
ual’s will or otherwise, an individual makes a gift of 
a work of art that was created by the individual and 
that is property in the individual’s inventory to a do- 
nee described in the definition “total charitable gifts” 
or “total Crown gifts” in subsection (1) and at that 
time the fair market value of the work of art exceeds 
its cost amount to the individual, such amount, not 
greater than that fair market value and not less than 
that cost amount, as is designated in the individual’s 
return of income under section 150 for the year in 
which the gift is made shall, if the making of the gift 
is proven by filing with the Minister a receipt con- 
taining prescribed information, be deemed to be the 
individual’s proceeds of disposition of the work of 
art and, for the purposes of subsection (1), the fair 
market value of the gift made by the individual. 

History: Subsec. 118.1(7) substituted by 1994, c. 7, Sch. II (1991, 


c. 49), subsec. 88(2), applicable to gifts made after 1990. Subsec. 
118.1(7) formerly read: 
(7) Gifts of art — Where at any time after 1984, whether by 
the individual’s will or otherwise, an individual makes a gift 
of a work of art created by the individual that is property in 
the individual's inventory to a donee described in the defini- 
tion “total charitable gifts” or “total Crown gifts” in subsec- 
tion (1), and the fair market value of the work of art at that 
time exceeds its cost amount to the individual, such amount, 
not greater than the fair market value and not less than the — 
cost amount to the individual of the work of art at that time; 
as is designated by the individual or the individual’s legal 
representative in the individual’s return of income under. sec- 
tion 150 for the year in which the: gift is made shall, if the 
making of the gift is proven by filing with the Minister a Te- 
ceipt containing prescribed information, be deemed to be the 
individual’s proceeds of disposition of the work of art and the 
amount of the gift made by the individual. 
Interpretation Bulletins: IT-288R2: Gifts of capital properties to 
a charity and others; IT-504R2: Visual artists and writers: 


(7.1) Gifts of cultural property — Where at any 
time, whether by the individual’s will or otherwise, 
an individual makes a gift described in the definition 
“total cultural gifts” in subsection (1) of a work of 
art that was. created by the individual and that is 
property in the individual’s inventory, the individual 
shall, if the making of the gift is proven by filing 
with the Minister a receipt containing prescribed in- 
formation, be deemed to have'received proceeds of 
disposition in respect of the gift at that time equal to 
its cost amount to the individual at that time. 


Related Provisions: 39(1)(a)(i.1) — Meaning of capital gain and 
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capital loss; 207.3 — Tax on institution that disposes of cultural | 
property. . 
History: Subsec. 118.1(7.1) added by 1994, -c. 7, Sch. II (1991, ¢. | 
49), subsec. 88(2), applicable to gifts made after 1990. 


Interpretation Bulletins: IT-407R4: Dispositions of cultural _ 
property to designated Canadian institutions; IT-504R2: Visual art- _ 
ists and writers. See also list at end of s. 118.1. 


(8) Gifts made by partnership — Where an indi- 
vidual is, at the end of a fiscal period of a partner- 
ship, a member of the partnership, the individual’s 
Share of any amount that would, if the partnership ) 
were a person, be a gift made by the partnership to 
any donee shall, for the purposes of this section, be 
deemed to be a gift made by the individual to that 
donee in the individual’s taxation year in which the 
fiscal period of the partnership ends. 


Related Provisions: 53(2)(c)(iii) — Deduction from adjusted 
cost base of partnership interest. 


(9) Commuter’s_ charitable donations — 
Where throughout a taxation year an individual re- 
sided in Canada near the boundary between Canada 
and the United States, if 


(a) the individual commuted to the individual’s 
principal place of employment or business in the 
United States, and 


(b) the individual’s chief source of income for the 
year was that employment or business, 


a gift made by the individual in the year to a relig- 
ious, charitable, scientific, literary or educational or- 
ganization created or organized in or under the laws 
of the United States that would be allowed as a de- 
duction under the United States Internal Revenue 
Code shall, for the purpose of the definition “total 
charitable gifts” in subsection (1), be deemed to have 
been made to a registered charity. 


Related Provisions: Canada-U.S. tax treaty, Art. XXI:6 — 
Cross-border durations. 


(10) Determination of fair market value — For 
the purposes of paragraph 110.1(1)(c) and the defini- 
tion “total cultural gifts” in subsection (1), the fair 
market value of an object is deemed to be the fair 
market value determined by the Canadian Cultural 
Property Export Review Board. 

Related Provisions: 118.1(11) — Assessment consequential on 


determination of value by Board; 241(4)(d)(xii) — Disclosure of in- 
formation to Department of Canadian Heritage or the Board. 


History: Subsec. 118.1(10) amended by 1995, c. 38, s. 3, in force 
July 12, 1996. Subsec. (10) formerly read: 


(10) Determination of fair market value — For the pur- 
poses of paragraph 110.1(1)(c) and the definition “total cul- 
tural gifts” in subsection (1), the fair market value of an ob- 
ject shall be determined by the Canadian Cultural Property 
Export Review Board. 


Subsec. 118.1(10) added by 1994, c: 7, Sch. II (1991, c. 49), subsec. 
88(3), applicable to gifts made after February 20, 1990. 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions; IT-504R2: Visual art- 
ists and writers. 
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(11) Assessments — Notwithstanding subsec- 
tions 152(4) to (5), such assessments or reassess- 
ments of a taxpayer’s tax, interest or penalties paya- 
ble under this Act for any taxation year shall be 
made as are necessary to give effect to a certificate 
issued under subsection 33(1) of the Cultural Prop- 
erty Export and Import Act or to a decision of a court 
resulting from an appeal made haggis to section 
33.1 of that Act. 


Related Provisions: 165(1.2) — No objection allowed to assess- 
ment, under 118. 1(11). 


History: Subsec. 118. 1(11) added a 1995, c. 38, s. 3, in force July 
12, 1996. 


Pre-RSC History [s. 118.1]: S. 118.1 added by 1988, Ce 55, s. 92, 
applicable. to 1988 et seq. except that for the purpose of applying s. 
118.1, gifts made before 1984 shall not be included in an individ- 
ual’s “total charitable gifts”, “total Crown gifts”, or “total cultural 
gifts” where the individual deducted an amount for the 1983 taxa- 
tion year under para. 110(1)(d) as it read for the 1983 taxation year. 


Definitions [s. 118.1]: “adjusted cost base” —54, 248(1); 
“amount”, “appropriate percentage”, “business” — 248(1); ““Can- 

ada” —,255; “capital property” — 54, 248(1); “cost amount”, “em- 
ployment” — 248(1); “fair market value” — 118. 1(10); “fiscal pe: 
riod” — 248(1), 249(2), 249.1; “individual”, “inventory”, 
“Minister”, “non-resident”, “person”, “prescribed”, “property”, 
“registered Canadian amateur athletic association”, “registered char- 
ity” — 248(1); “resident in Canada” —- 250; stax. payable” — 
248(2); “taxable capital gain” — 38(a), 248(1); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “taxpayer” — 248(1); “total 
charitable gifts”, “total Crown gifts”, “total cultural gifts”, “total 
ecological gifts”, “total gifts’ — 118.1(1). 


Interpretation Bulletins [s. 118.1]: IT-86R: Vow of perpetual 
poverty; IT-110R2: Deductible gifts and official donation receipts; 
IT-111R2: Annuities purchased from charitable organizations; IT- 
151R4: Scientific research and experimental development expendi- 
tures; IT-171R2: Non-resident individuals — computation of taxa- 
ble income earned in Canada and non-refundable tax credits; IT- 
226R: Gift to a charity of a residual interest in real property or an 
_ equitable interest in a trust; IT-244R3: Gifts by individuals of life 


insurance policies as charitable donations; IT-326R3: Returns of de-. 


ceased persons as “another person”; IT-393R2: Election re tax on 
rents and timber royalties — non-residents. 


Information Circulars [s. 118.1]: 75-23: Tuition fees and chari- 
table donations paid to privately supported schools; 80-10R: Oper- 
ating a registered charity; 84-3R4: Gifts in right of Canada; 92-3: 
Guidelines for refunds beyond the normal three year periods 


118.2 (1) Medical expense credit — For the pur- 


pose of computing the tax payable under this Part by 


an individual for a taxation year, there may be de- 
ducted an amount determined by the formula 


A (B-C)-D 
where | ‘Braayl 
A is the appropriate percentage for the year; 


B is the total of the individual’s medical expenses 
that are proven by filing receipts therefor with the 
Minister, that were not included in determining a 
deduction for medical expenses: for a preceding 
taxation year and that were paid by either the in- 


“Indexed by s. 117.1 after 1988. 
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dividual or the individual’s legal representative, 


(a) where the individual died in the year, 
within any period of 24 months that includes” 
the day of death, and 


(b) in any other case, within any petiod 0 of 12 
months ending in the year, =” - 


Cc is the lesser of $1, 500° and 3% of the individual’ s 
income for the year; and © 


D. is 68% of the total of all amounts jack ab which: 
is the amount, if any, by which ~ 


(a) the income for the year of a person (other 
than the individual: and «the individual’s 
spousé) in respect of whom an amount is in- 
cluded in computing the individual’s deduc- 
tion under this section ee the year 


» exceeds, 


(b) the amount used under paragraph [(c)] ‘of 
the description of B in subsection Abe bh for 
the year. 
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Related Provisions: 110.7(1) — Residing in prescribed zone; 
117.1(1) — Indexing for inflation; 118.95(a) — Application in year 
individual becomes bankrupt; 257 — Formula cannot calculate to 
less than zero. See additional Related provisions and Definitions at 
end of s. 118.2. 


History: Subsec. 118.2(1) substituted by 1994, c. 7, Sch. VII 
(1992, c. 48), subsec. 9(1), applicable to 1993 et seq. Subsec. (1) 
formerly read: 


118.2 (1) Medical expense credit—-For the purpose of 
computing the tax payable under this Part by an individual for 
a taxation year, there may be deducted an amount determined 
by the formula 


A X (B - C) 
where 
A is the appropriate percentage for the year; 


B is the total of the individual’s medical expenses that are 
proven by filing receipts therefor with the Minister, that 
were not included in determining a deduction for medical 
expenses for a preceding taxation year and that were paid 
by either the individual or the individual’s legal 
representative, 


(a) where the individual died in the year, within any 
period of 24 months that includes the day of death, 
and ee ses 


(b) in any other case, within any period of 12 months 
ending in the year; and 
C is the lesser of $1,500" and 3% of the individual’s in- 
come for the year. 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-393R2: Election re tax on rents and timber roy- 
alties — non-residents; IT-519R: Medical expense and disability tax 
credits and attendant care expense deduction. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


(2) Medical expenses — For the purposes of sub- 


section (1), a medical expense of an individual is an. 


amount paid 


(a) to a medical practitioner, dentist or nurse or a 
public or licensed private hospital in respect of 
medical or dental services provided to a person 
(in this subsection referred to as the “patient”) 
who is the individual, the individual’s spouse or a 
dependant of the individual (within the meaning 
assigned by subsection 118(6)) in the taxation 
year in which the expense was incurred; 


“Indexed by s. 117.1 after 1988. 
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(b) as remuneration for one full-time atténdant 
(other than a person who, at the time the remu- 
neration is paid, isthe individual’s spouse or is 
under 18 years of age) on, or for the full-time 
care in a nursing home of, the patient in respect. 
of whom an amount would, but for paragraph 
118.3(1)(c), be deductible under section 118.3 in. 
computing a taxpayer’s tax payable under this 
Part for the taxation year in which the expense 
was incurred; 


(b.1) as remuneration for attendant care provided 
in Canada to the patient if { 


(i) the patient is a person in respect of whom 
an amount may be deducted under section’ 
118.3 in computing a taxpayer’s tax payable 
under this Part for the taxation year in which 
the expense was incurred, | : 


(ii) no amount is included under section 63 or 
64 or paragraph (b), (c), (d) or (e) in comput-: 
ing a deduction claimed in respect of the pa- 
tient for the taxation year in which the remu- 
-heration was paid, 


(ili) at the time the remuneration is paid, the 
attendant is neither the individual’s spouse nor 
under 18 years of age, and 


(iv) each: receipt filed with the Minister to 
prove payment of the remuneration was issued 
by the payee and contains, where the payee is 
an individual, that individual’s Social Insur- 
ance Number, 


to the extent that the. total of amounts so paid. 
does not exceed $5,000. (or $10,000 where the in-. 
dividual died in the year); 


(c) as remuneration for one full-time attendant 
upon the patient in a self-contained domestic es- 
tablishment in which the patient lives, if 


(1) the patient is, and has been certified by a 
‘medical practitioner to be, a person who, by 
reason of mental or physical infirmity, is and 
is likely to be for'a long-continued period of 
» indefinite duration dependent on others for the 
patient’s personal needs and care and who, as 
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a result thereof, requires a full-time attendant, 


(ii) at the time the remuneration is paid, the 
attendant is neither the individual’s spouse nor 
_ under 18 years of age, and 


(iii) each receipt filed with the Minister to 
prove payment of the remuneration was issued 
by the payee and contains, where the payee is 
an individual, that individual’s Social Insur- 
ance Number; 


(d) for the full-time care in a nursing home of the 
patient, who has been certified by a medical prac- 
titioner to be a person who, by reason of lack of 
normal mental capacity, is and in the foreseeable 
future will continue to be dependent on others for 
the patient’s personal needs and care; 


(e) for the care, or the care and training, at a 
school, institution or other place of the patient, 
who has been certified by an appropriately quali- 
fied person to be a person who, by reason of a 
physical or mental handicap, fequires the equip- 

ment, facilities or personnel specially provided 
by that school, institution or other place for the 
care, or the care and training, of individuals suf- 
fering from the handicap suffered by the patient; 


(f) for transportation by ambulance to or from a 


public or licensed private hospital for the patient; 
(g) to a person engaged i in the business of provid- 


ing transportation services, to the extent that the 


eoyent is made for the transportation of 
(i) the patient, and. 


(ii) one individual who accompanied the pa- 
tient, where the patient was, and has been cer- 
tified by a medical practitioner to be, incapa- 
ble of travelling without the assistance of an 
attendant 


from the locality where the patient dwells to a 
place, not less than 40 kilometres from that local- 
ity, where medical services are normally pro- 
vided, or from that place to that locality, if _ 


(iii) substantially equivalent medical services 
are not available in that locality, 


(iv) the route travelled by the patient is, hav- 
ing regard to the circumstances, a reasonably 
direct route, and 


(v) the patient, travels to that place to obtain 
medical services for himself.or herself. and it 

, is reasonable, having regard to the circum- 
stances, for the patient to travel to that place 
to obtain those services; 


(h) for reasonable travel expenses (other than ex- 


penses described. in paragraph (g)) incurred in re-, | 


spect of the patient and, where the patient was, 
and has been certified by a medical practitioner to 
be, incapable of travelling without the assistance 
of an attendant, in respect of one individual who 
accompanied the patient, to obtain medical ser- 
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vices in a place that is not less than 80 kilometres 
from the locality where the patient, dwells if the 
circumstances described in subparagraphs (g) (Gil), 
(iv) and (v) apply; 

(i) for or in respect of an artificial limb, iron lung, 


rocking bed for poliomyelitis ,victims, wheel 


chair, crutches, spinal brace, brace for;a- limb, 
iliostomy or colostomy pad, truss for hernia, arti- 
ficial eye, laryngeal speaking aid, aid to hearing 


or artificial kidney machine, for the patient; 


(i.1) for or: in respect. of diapers, disposable 
briefs, catheters, catheter trays,. tubing or other 


.products required by the patient by reason of in- 


continence caused by illness, injury or affliction; 


(j) for eye glasses or other devices for the treat- 
ment or correction of a defect of vision of the pa- 
tient as prescribed by a medical enous or 
optometrist; 


(k) for an oxygen tent or other equipment neces- 
sary to administer oxygen or for insulin, oxygen, 
liver extract injectible for pernicious anaemia or 
vitamin B12 for pernicious anaemia, for use by 
the patient. as. prescribed by a_ medical 
practitioner; 


“(1).on behalf of the patient ahi is blind or pro- 


foundly. deaf or has.a.severe and prolonged im- 
pairment that markedly restricts the use of the pa- 
tient’s arms or legs, 


(i) for an animal specially trained to assist the 
patient in coping with the impairment and 
provided ‘by a person or’ organization one of 
whose, main purposes.is such .training of 
animals, , 


(ii) for the care’ and: maintenance of such an 
‘animal, including food and veterinary care, 


(iii) for reasonable travel expenses of the pa- 
tient incurred for the purpose of attending a 
school, institution or other facility that trains, 
in the handling of such animals, individuals 
who are so impaired, and 


(iv) for reasonable board and lodging ex- 
penses of the patient incurred for the purpose 
of the patient’s full-time attendance at a 
school, institution or other facility referred to 
in subparagraph (iii); 
(1.1) on behalf of the patient who pe ghey a bone 
‘marrow or organ transplant, 


(i) for reasonable expenses (other than ex- 
penses described in subparagraph (ii), includ- 
ing legal fees and insurance premiums, to lo- 
cate a compatible donor and to arrange for the 
transplant, and 


(ii) for reasonable travel, board and lodging 
expenses (other than expenses described in 
paragraphs (g),and (h)) of the donor (and one 
other person who accompanies the donor) and 
the patient (and one other person who accom- 
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panies the patient) incurred in respect of the 
transplant; 


(1.2) for reasonable expenses relating to renova- 
tions or alterations to a dwelling of the patient 
who lacks normal physical development or has a 
severe and prolonged mobility impairment, to en- 
able the patient to gain access to, or to be mobile 
or functional within, the dwelling; 


(1.3) for reasonable expenses relating to rehabili- 
tative therapy, including training in lip reading 
and sign language, incurred to adjust for the pa- 
tient’s hearing or speech loss; 


(m) for any device or equipment for use by the 
patient that 


(i) is of a prescribed kind, 

(il) is prescribed by a medical practitioner, 

(ii) is not described in any other paragraph of 

this subsection, and 

(iv) meets such conditions as“may be pre- 

scribed as to its use or the reason for its 

acquisition; 
(n) for drugs, medicaments or other preparations 
or substances (other than those described in para- 
graph (k)) manufactured, sold or represented for 
use in the diagnosis, treatment or prevention of a 
disease, disorder, abnormal physical state, or the 
symptoms thereof or in restoring, correcting or 
modifying an organic function, purchased for use 
by the patient as prescribed by a medical practi- 
tioner or dentist and as recorded by a pharmacist; 


(0) for laboratory, radiological or other diagnostic 
procedures or services together with necessary in- 
terpretations, for maintaining health, preventing 
disease or assisting in the diagnosis or treatment 
of any injury, illness or disability, for the patient 
as prescribed by a medical practitioner or dentist; 


(p) to a person authorized under the laws of a 
province to carry on the business of a dental 
mechanic, for the making or repairing of an upper 
or lower denture, or for the taking of impressions, 
bite registrations and insertions in respect of the 
making, producing, constructing and furnishing 
of an upper or lower denture, for the patient; or 


(q) as a premium, contribution or other considera- 
tion to a private health services plan in respect of 
one or more of the individual, the individual’s 
spouse and any member of the individual’s 
household with whom the individual is connected 
by blood relationship, marriage or adoption. 
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Related Provisions: 20(1)(qq), (rr) — Business deduction for 
disability-related modifications to buildings and disability-related 
equipment; 63(3)‘child care expense”’(d) — Medical expenses are 
not child care expenses; 64 — Deduction for part-time attendant 
care; 110.7(3) — Residing in prescribed zone’ — restriction: 
118.2(3) — Deemed medical expense; 118.2(4) — Use of own ve- 
hicle for transportation under (2)(g); 1 18.3(2) — Dependant having 
impairment; 252(4)(a) — Extended meaning of “spouse”. See addi- 
tional Related provisions and Definitions at end of s. 118.2. 


History: Para. 118.2(2)(1.3) added by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 54(1), applicable to 1992 er seq. 


Para. 118.2(2)(a) substituted by 1994, c. 7, Sch. VIE (1992; c. 48), 
subsec. 9(2), applicable to 1993 et seq. Para. (a) formerly read: 


(a) to a medical practitioner, dentist or nurse or a public or 
licensed private hospital in respect of medical or dental ser- 
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vices provided to a person (in this subsection referred to as 

the “patient”) who is the individual, the individual’s spouse 

or any dependant in respect of whom the individual may de- 

duct an amount under section 118 from tax payable under this 

Part by the individual for the taxation year in ee the ex- 
pense was incurred; 


Paras. 118.2(2)(b), (b.1) substituted for para, (b) by 1994, c. 7, Sch. 
II (1991, c. 49), subsec. 89(1), applicable to expenses incurred after 
1990. Para 118.2(2)(b) formerly read: 


(b) as remuneration for one full-time: attendant-on, or for the 
full-time*care in a nursing home: of, the patient who has a 
severe and prolonged mental or physical impairment that has 
been certified as such in prescribed form by a medical practi- 
tioner or, where the impairment is an impairment of sight, by 
a medical practitioner or an optometrist, 


Subparas. 118.2(2)(c)(ii), (Giii) substituted ‘by 1994, c.°7, Sch. I 
(1991, c.'49), subsec. 89(2), ‘applicable to wi pr eesheonty: after 
1990. Subparas. (c)(ii), (iii). ronment read: 


(ii) the attendant is not 


(A)-a person in respect of whom the individual: or the in- 
dividual’s spouse deducts an amount-under section 118, 
from tax payable under this Part by the individual for the 
taxation year in which the remuneration is paid, or | 


(B) at the time the remuneration is paid, under 18 years 
of age and connected with the individual or the individ- 
ual’s spouse by blood direlationsiaip! marriage or adoption, 
and , 


(iii) each receipt filed see the Minister to prove payment of 
the remuneration contains the Social Insurance Number of the 
_ person who issued the receipt; 


Para. 118:2(2)(h) substituted by 1994, c: 7, Sch. II (1991, ¢. 49), 
subsec. 89(3), applicable to 1988 et seq: Para.:118. 2(2)(h) formerly 
read; ; 


(h) for reasonable travel expenses (other than expenses de- 
scribed in paragraph (g)) incurred in respect of the patient 
(who was, and has been certified by a medical practitioner to 
be, incapable of travelling without the assistance of an attend- 
ant) and one individual who accompanied the patient to ob- 
tain. medical services in a place that is not less than 80 
kilometres from the locality where the patient dwells. if the 
circumstances described in aubaree Tare eiey to (Vv) 
apply; 
Paras. 118.2(2)(i), (i.1) substituted’ for para. (i) and paras. (1), (1.2) 
substituted by.1994, c. 7, Sch. II (1991, c. 49), subsecs, 89(4), (5), 
(7), applicable to, expenses incurred after 1990. Paras. (i); (1), (1.2) 
formerly read: 


(i) for or in respect of an artificial limb, iron lung, rocking 
bed. for poliomyelitis victims, wheel chair, crutches, spinal 
brace, brace for a limb, iliostomy or colostomy pad, cloth 
diapers or disposable briefs for use. by persons who are incon- 
tinent by reason of illness, injury or affliction, truss for her- 
nia, artificial eye, laryngeal speaking aid, aid to hearing or 
artificial kidney machine for the patient; 


(1) on behalf of the patient who is totally blind or pony 
deaf, 


(i) for a dog trained to guide. or assist a blind or deaf per- 
son and provided by a person or organization one of 
whose main purposes is the training of such dogs, 


(ii) for the care and maintenance of such a dog, including 
food and veterinarian care, 


(iii) for reasonable travel expenses of the patient incurred 
in travelling to and from a school, institution or other 
place that trains blind or deaf persons in the handling of 
such dogs, and 
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(iv) for reasonable board and lodging expenses of the pa- 
tient incurred while the patient is required to live away 
from the patient’ s ordinary place of residence because the 
patient is in full-time attendance at a school, institution or 
other place that trains blind or deaf ety in the han- 
divs of such dogs; » 


dowe 


(1.2) for reasonable expenses relating to modifications to a 
dwelling of the patient, who lacks normal physical: develop- 

ment. or isinecessarily confined to a wheelchair for a long- 
continued period of indefinite duration, to enable the patient 
to be mobile and functional within the dwelling; 


| Para. 118.2(2)(m) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
_subsec. 89(8). Para. 118.2(2)(m) formerly read: 


(m) for any device or equipment, not described in any other 
paragraph of this subsection, of a prescribed kind, for use a q 
the patient as prescribed by a medical practitioner; ; 


Pre-RSC History: Paras. 118.2(2)(1.1), (1.2) added by 1990, Cc. 39, 
s. 25, applicable to 1988 et seq. 


Regulations: 5700 (prescribed device or equipment, for 


118.2(2)(m)). 


Interpretation Bulletins: IT- 339R2: Meaning of “private health 
services plan”; IT-393R2: Election re tax on rents and timber royal- 
ties — non-residents; IT-519R: Medical expense and. Gisabity tax 
credits and attendant care expense deduction. 


Information Circulars: 82-2R2: SIN legislation that spans to the 
preparation of information slips (re 118. 2(2)(b.1)(iv), (c)(iii)), 


(3) Deemed medical expense — For the pur- 
poses of subsection (1), 


; (a) any amount included in computing an individ- 
ual’s income for a taxation year from an office or 
employment i in respect of a medical expense de- 
scribed in subsection (2) paid or provided by an 

employer ata particular time shall be deemed to 
be a medical expense on ~ the individual at 
that time; and 


- (b) there shall not be included as a medical ex- 
pense of an individual any expense for which the 
individual; the person referred to in subsection 
(2) as the patient or the legal representative of ei- 
ther of them has been or is entitled to be reim- 
bursed, except to the extent that the amount 
thereof is required to be included in computing 
income under this Part and cannot be deducted 1 in 
computing taxable income. 

History: Para. 118.2(3)(b) amended by 1994, c. 7, Sch. VII (1993; 


c. 24), subsec. 54(2), applicable to 1992 et seg. Para. (b) a 
read: 


“(b) there shall not be included as a medical expense of an 
individual any expense for which the individual or the indi- 
vidual’s legal representative has been or is entitled to be re- 

» .imbursed, except to the extent that its amount is required to 
be included in computing the individual’s income under this 
Part. 


Interpretation Bulletins: IT-339R2: Meaning of “private health 
services plan”; IT-393R2: Election re tax on rents and timber royal- 
ties — non-residents; IT-519R: Medical expense and disability tax 
credits and attendant care expense deduction. 


(4) Deemed payment of medical expenses — 
Where, in circumstances in which a person engaged 
in the business of providing transportation services is 
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not readily available, an individual makes use of a 
vehicle for a purpose described in paragraph (2)(g), 
the individual or the individual’s legal representative 
shall be deemed to have paid to a person engaged in 
the business of providing transportation services, in 
respect of the operation of the vehicle, such amount 
as is reasonable in the circumstances. _. 

Related Provisions [s. 118.2]: 117(1) — Tax payable ‘under this 
Part; 118.3 — Mental or physical impairment; 118:4(1) — Severe 
and prolonged impairment; 118.4(2) — Reference to médical practi- 
tioner; 118.91 — Individual resident in Canada for part Of the year; 


118.92 — Ordering of credits; 118.93 — Credits in separate returns;: 


118.94 — Computing tax payable by a non-resident individual. . 


Pre-RSC History [s. 118.2]: S. 118.2 added by 1988, c. 55, s. 92, 
applicable to 1988 et seg. See former .110(1)(c). 


Definitions [s. 118.2]: “amount”, “appropriate percentage”, “‘bus- 


iness” — 248(1);. “carrying on business” — 253; <‘dentist” —* 
118.4(2); “employment”, “individual” — 248(1); “marriage” — 
252(4)(b);_ “medical practitioner” — 118.4(2); “Minister” —. 


248(1); “nurse” — 118.4(2); “office” — 248(1); “optometrist” — 
118.4(2); “patient? — 118.2(2)(a); “person”, “prescribed”, “private 
health services plan” — 248(1); “resident in Canada” — 250," 
contained domestic establishment” — 248(1); “spouse” — 
252(4)(a); “tax nGaise — 248(2); “taxation year” — 249; “tax- 


Interpretation Bulletins: IT-326R3: Returns of deceased persons" 


as “another person”; IT-518R: Food, beverages and entertaininent 
expenses, 


118.3 (1) Credit for mental or physical impair- 
ment — Where 


(a) an individual has a severe. and prolonged 
mental or physical impairment, 


(a:b) the effects: of the impairment are such that 
the individual’s ability to perform a basic activity 
of daily living is markedly restricted; 


(a. 2) a medical doctor, or where the impairment 
is an impairment of sight, a medical doctor or an 
optometrist, ‘has: certified in prescribed ‘form that 
the individual has a severe and prolonged mental 
or physical impairment the effects of which: are 
such that the individual’s ability to:perform a ba- 
sic activity of daily living is markedly restricted, 


“Indexed by s. 117.1 after 1991. 
“Indexed by s. 117.1 after 1988. 
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(b) the individual has filed for a taxation year 
with the Minister the pokey described in par- 
agraph (a.2), and of 


(c) no amount in respect of remuneration for an 
attendant or care in a nursing home, in respect of 
. the individual, is included in calculating a deduc- 
-tion-under section 118.2 (otherwise than because 
of paragraph 118.2(2)(b.1)) for the year by the in- 
dividual or by any other person, 


for the purposes of computing the tax payable under 


this Part by the individual for the year, there may be 
deducted an amount determined by the formula 


A X $4,1 18" 
where 2 


A is the appropriate percentage for the year. 


Related Provisions: 108(1) — Preferred beneficiary election 
available after 1995 only to beneficiary with severe and prolonged 
impairment; 117.1(1) — Indexing for inflation; 118.6(3) — Educa- 
tion credit for disabled individuals;118.95(b) — seginy eae in 
year individual becomes: bankrupt. 


History: Subsec. 118.3(1) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsecs. 90(1), (3), applicable to 1991 et seq. Subsec. 


| LL& othy formerly read: 


118.3 (1) Credit for mental or physical impairment — 
Where 


(a) an individual has a severe and prolonged mental or 
physical impairment that has been certified as such in 
prescribed form by a medical practitioner or, where the 
impairment is an impairment of sight, by a medical prac- 
titioner or an optometrist; 


(b) the individual -has filed for a taxation year with the - 
Minister the certificate described in paragraph (a), and 


(c) no amount in respect of remuneration for an attend- 

‘ant, or care ina nursing home, by reason of the mental or 
physical impairment of the individual is included in cal- 
culating a deduction under subsection 118.2(1) for the 
year by the individual or by any other person; 


for the purposes of computing the tax payable under this Part 
by the individual for the year, there may be deducted an 
amount determined by the formula 


AX $3236) 4 
where 


A‘ is the appropriate percentage for the year. 


Selected Cases [subsec. 118. 3(1)]: Lowe v. Canada, [1995] 1 
C.T.C. 2392 (TCC) (Colostomate did not qualify for credit); Brook- 
shaw v. Canada, [1994] 2 C.T.C. 2360 (TCC) (Crohn’s disease 
qualified for credit). 
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Interpretation Bulletins: See list at end of s. 118.3. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Forms: T2201: Disability tax credit certificate. 


(2) Dependant having impairment — Where 


(a) an individual has, in respect of a person (other 
than a person in respect of whom the person’s 
spouse deducts for the year an amount under sec- 
tion 118 or 118.8) who is resident in Canada at 
any time in a taxation year and who is entitled to 
deduct an amount under subsection (1) for the 
year, claimed for the year a deduction under sub- 
section 118(1) because of 


(i) paragraph (b) of the description of B in 


subsection 118(1), or 


(ii) paragraph (d) of the description of B in 
subsection 118(1) where that person is the in- 
dividual’s child or grandchild, 


or, where that person is the individual’s parent, 


grandparent, child or grandchild, could have 
claimed such a deduction if the individual were 
not married and that person had no income for 
the year and had attained the age of 18 years 
before the end of the year, and 


(b) no amount in respect of remuneration for an 
attendant, or care in a nursing home, because of 
that person’s mental or physical impairment, is 
included in calculating a deduction under section 
118.2 (otherwise than under paragraph 
-118.2(2)(b.1)) for the year by the individual or by 
any other person, . 


there may be deducted, for the purpose of computing 


the tax payable under this Part by the individual for 


the year, the amount, if any, by which 
(c) the amount deductible under subsection (1) in 


computing that person’s tax payable under this. 


Part for the year 
exceeds 


(d) the amount of that person’s tax payable under 
this Part for the year computed before any deduc- 
tions under this Division (other than sections 118 
and 118.7). 


Related. Provisions: 118.8 — Transfer of disability credit to 
spouse; 118.95(b) — Application in year individual becomes bank- 
rupt; 252(4)(a) — Extended meaning of “spouse”. 
History: Subparas. 118.3(2)(a)(i) and (ii) amended by 1997, c. 25, 
s. 27, applicable April 25, 1997. Subparas, (a)(1) and (ii) formerly 
read: i ; 

(i) paragraph 118(1)(b), or ~ 

(ii) paragraph 118(1)(d) where that person is the individual’s 

child or grandchild, 


The closing words of para. 118.3(2)(a) substituted by 1994, c. 21, s. 
53, applicable to 1993 et seg. The closing words formerly read: 


or, where that person is the individual’s parent, grandparent, 
child or grandchild, could have claimed such a deduction af 
the individual were not married and that person had no in- 
come for the year, and 


S, 118.3 


Para. 118.3(2)(b) amended by 1994, c. 7,.Sch. VII (1993, c..24), s. 
55, applicable to 1991 et seq. Para. (b) formerly read: 


(b) no amount in respect of remuneration for an attendant, or 
care in a nursing home, by reason of that person’s mental or 
physical impairment, is included in calculating a, deduction 
‘under subsection 118.2(1) for the year by the individual or by 
-any, other person, 


That portion of para. 118.3(2)(a) preceding subpara. (i) substituted 


by 1994, c. 7, Sch. II (1991, c. 49), subsec. 90(2), applicable to 
1988 et seg. That portion formerly read: eit he 


~ (a) an individual has, in respect of a person who is ‘resident in 
Canada at any time in a taxation year and who is entitled to 
deduct an amount under subsection (1) for the year, claimed 
for the year a deduction under subsection 118(1) by reason of 


Interpretation Bulletins: See list at end of 118.3. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. ~ 


(3) Partial dependency — Where more than one 
individual is entitled to deduct an amount under sub- 
section (2) for a taxation year in respect of the same 
person, the total of all amounts so deductible for the 
year shall not exceed the maximum amount that 
would be deductible under that subsection for the 
year by an individual in respect of that person if that 
individual were the only individual entitled to deduct 


an amount under that subsection in respect of that. 


person, and where the individuals cannot agree as to 
what portion of the amount each can deduct, the 
Minister may fix the portions. ee 


(4). Department of Human Resources Devel- 
opment — The Minister may. obtain the advice of 
the Department of Human Resources Development 
as to whether an individual in respect. of whom an 
amount has been claimed under subsection (1) or (2) 
has a severe and prolonged impairment, the effects 
of which are such that the individual’s ability to per- 
forma basic. activity of daily living is. markedly re- 
stricted, and any person referred to in subsection (1) 
or (2) shall, on request in writing by.that Department 
for information with respect to an individual’s im- 
pairment and its effects on the individual, provide 
the information so requested. 


Related Provisions: 162(7)— Penalty for failure to comply with 
request for information. 


History [subsec. 118.3(4)]: Subsec. 118.3(4) amended by 1996, 
c. 11, para. 97(1)(e), to substitute “Department of Human Resources 
Development” for “Department of National Health and Welfare”, in 
force July 12, 1996. 


Subsec. 118.3(4) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
90(3), applicable to 1991 et seq. 


Related Provisions [s. 118.3]: 6(16) — Non-taxable disability- 
related employment benefits; 63(1)(e)(ii)(A)CD, 63(2)(b)G)(B), 
63(3)“child care expense”(c)(i)(B) — Higher child care expenses 
deduction for. disabled child oyer 7; 117(1) — Tax payable. under 
this Part; 118.2 — Credit for medical expenses; 118.4(1) — Mean- 
ing of severe and prolonged impairment; 118.4(2) — Reference to 
medical practitioner; 118.8 — Transfer of unused credits to spouse; 
118.91 — Individual resident in Canada for part of the year; 
118.92 — Ordering of credits; 118.93 — Credits in separate returns; 
118.94 — Computing tax. payable, by a non-resident individual; 
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241(4)(a) — Disclosure of taxpayer information. 


Pre-RSC History [s. 118.3]: S. 118.3 added by 1988, c. 55, s. 92, 
applicable to 1988 et seg. See former 110(1)(e). 


Selected Cases [s. 118.3]: Radage v. Canada, [1996] 3 C.T.C. 
2510 (TCC) (Provisions to be construed liberally, humanely and 
compassionately, not narrowly and technically, without ignoring 
narrowness of statutory language); Noseworthy v. Canada, [1996] 2 
C.T.C. 2006 (TCC) (Inability to get out of bed interfered with ordi- 
nary course of life). 


Definitions [s. 118.3]: “amount”, “appropriate percentage” — 
248(1);.“Canada” —.255; “child” — 252(1); “grandparent” — 
252(2);,.. “individual” — 248(1); “markedly. _restricted” — 
118.4(1)(b); “married” — 252(4)(c); “medical doctor” — 118.4(2); 
“Minister” — 248(1); “parent” — 252(2); “person”, “prescribed”? — 
248(1); “prolonged” — 118.4(1)(a); “resident in Canada” — 250; 
“spouse” — 252(4)(a); “taxation year” —249; “writing” — Inter: 
pretation Act 35(1). : 


Interpretation Bulletins [s. 118.3]: IT-171R2: Non-resident in- 
dividuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-326R3: Returns of deceased persons 
as “another person’; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-495R2: Child care expenses; IT- 
516R2: Tuition tax credit; IT-519R: Medical expense and disability 
tax credits and attendant care expense deduction. __ 


Forms [s. 118.3]: T929: Attendant care expenses; T2201: Disabil- 
ity tax credit certificate; T2201A: _ Disability tax credit 
quéstionnaire. » 


118.4 (1) Nature of impairment — For the pur- 


poses of subsection 6(16), sections 118.2 and 118.3 
and this subsection, — 


(a) an impairment is prolonged where it has 
lasted, or can reasonably be expected to last, for a 
continuous period of at least 12 months; 
(b) an individual’s ability to perform a basic ac- 
tivity of daily living is markedly restricted only 
where all’ or substantially all of the time, even 
with therapy and the use of appropriate devices 
and medication, the individual is blind or is una- 
ble (or requires an inordinate amount of time) to 
perform a basic activity of daily living; 
(c) a basic activity of daily living in relation to an 
individual means ; | 
(i) perceiving, thinking and remembering, 
(ii) feeding and dressing oneself, 
(ii) speaking so as to be understood, in’a quiet 
setting, by another person familiar with the 
individual, | 
(iv) hearing so as to understand, in a quiet set- 
ting, another person familiar with the 
individual, | 
(v) eliminating (bowel or bladder functions), 
or 


(vi) walking; and 
(d) for greater certainty, no other activity, includ- 
ing working, housekeeping or a social or recrea- 
tional activity, shall be considered as a basic ac- 
tivity of daily living. 
History [subsec. 118.4(1)]: Subsec. 118.4(1) substituted by 
1994, c. 7, Sch. II (1991, c. 49), s. 9F; applicable to 1991 et seq. 
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Subsec. 118.4(1) formerly read: 


118.4 (1) Nature of impairment — For the purposes of sec- 
tions 63, 118.2 and 118.3, 


(a) a person shall be considered to have a severe and pro- 
longed impairment only if by reason thereof the persons 
markedly restricted in the person’s activities of daily liv- 
ing and the impairment has lasted or can reasonably be 
expected to last for a continuous period of at least 12 
months; and 


(b) the Minister may obtain the advice of the Department 
of National Health and Welfare: as to whether a person 
has a severe and prolonged impairment. 


Interpretation Bulletins: IT-326R3: Returns of deceased persons 
as “another person”; IT-519R: Medical expense and disability tax 
credits and attendant care expense deduction. 


(2) References to medical practitioners, 
etc. — For the purposes of sections 63, 118.2 and 
118.3, a reference to a medical practitioner, dentist, 
pharmacist, nurse or optometrist is a reference to a 
person authorized to practice as such, 


(a) where the reference is used in respect of a ser- 
vice rendered to a taxpayer, pursuant to the laws 
of the jurisdiction in which the servicé “is 
rendered; | | | , 
(b) where the reference is used in respect of a cer- 
tificate issued by the person in respect. of a tax- 
payer, pursuant to the laws of the jurisdiction in 
which the taxpayer resides. or of a province; and 


(c) where the reference is used in respect of a pre- 
Scription issued by the person for property to be 
provided to or for the use of a.taxpayer, pursuant 
to the laws of the jurisdiction in which the tax- 
payer resides, of a province or of the jurisdiction 
in which the property is provided. 

Pre-RSC History [s. 118.4]: S. 118.4 added by 1988, ¢.'55, s. 92, 

applicable to 1988 et seg. See former 110(1.3). 
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Selected Cases [s. 118.4]: Radage v. Canada, [1996] 3 C.T.C. 
2510 (TCC) (Provisions to be contrued liberally, humanely and 
compassionately, not narrowly and technically, without ignoring 
narrowness of statutory language); Noseworthy v. Canada, [1996] 2 
C.T.C. 2006 (TCC) (Inability to get out of bed interfered with ordi- 
nary course of life). 
Definitions [s. 118.4]: 
118.4(1)(c); “Minister”, “person”, “property” — 248(1); 
ince” — Interpretation Act 35(1); “taxpayer” — 248(1). 
Interpretation Bulletins [s. 118.4]: IT-326R3: Returns of de- 
ceased persons as “another person”; IT-393R2: Election re tax on 
rents and timber royalties — non-residents; IT-519R: Medical ex- 
pense and disability tax credits and attendant care expense 
deduction. 


Information Circulars [s. 118.4]: 92-3: Guidelines for refunds 
beyond the normal three year period. 


Forms [s. 118.4]: T2201: Disability tax credit certificate. 


“prov- 


118.5 (1) Tuition credit — For the purpose of 
computing the tax payable under this Part by an indi- 
vidual for a taxation year, there may be deducted, 


(a) where the individual was during the year a 
student enrolled at an educational institution in 
Canada that is 


(i) a university, college or other educational 
institution providing courses at a Ait Spates 
dary school level, or 


(ii) certified by the Minister of Human Re- 
sources Development to be an educational in- 
stitution providing courses, other than courses 
designed for university credit, that furnish a 
person with skills for, or improve a person’s 
skills in, an occupation, 


an amount equal to the product obtained when the 
appropriate percentage for the year is multiplied 
by the amount of any fees for the individual’s tui- 
tion paid in respect of the year to the educational 
institution if the total of those fees exceeds 
$100," except to the extent that those fees 


(ii.1) are paid to an educational institution de- 
scribed in subparagraph (i) in respect of 
courses that are not at the post-secondary 
school level, 


(ii.2) are paid to an educational institution de- 
scribed in subparagraph (ii) if 
(A) the individual had not attained the age 
of 16 years before the end of the year, or 


(B) the purpose of the individual’s enrol- 
ment at the institution cannot reasonably 
be regarded as being to provide the indi- 
vidual with skills, or to improve the indi- 
vidual’s skills, in an occupation, 


(iii) are paid on the individual’s behalf by the 
individual’s employer and are not included in 
computing the individual’s income, 


(iii.1) are fees in respect of which the individ- 


“Not indexed for inflation. 


“basic activity of daily living’? — . 


S.)118.5(1)(a) 


ual is or was entitled to receive a reimburse- 
ment or any form of assistance under a pro- 
gram of Her Majesty in right:of Canada or a 
province designed to, facilitate. the entry: or re- 
entry of workers into the labour, force,, where 
the amount of the reimbursement or assistance 

“is. not included in computing the individual’s 
income, or 


(iv) were included as part of an allowance re- 
ceived by the individual’s parent on the indi- 
vidual’s behalf from an employer.and are not 
included in computing the income of the par- 
ent by reason of subparagraph 6(1)(b)(ix); 


Related Provisions: See Related Pee SONS: and Definitions at 
end of s. 118.5. 


History: Subpara. 118.5(1)(a)Gi) amended by 1996, c. ‘11, para. 
95(h), to substitute “Minister of Human Resources Development” 
for “Minister of National Health and Welfare’, in; force July 12, 
1996. 


That portion of para. 118.5(1)(a) between snenthines diy and (iii) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 56, applicable to 
1992 ‘et seg. That portion formerly read: 


an amount equal to the product obtained when the appropriate 
percentage for the year is multiplied by the amount of any 
fees for the individual’s tuition paid in:respect of the year to 
the educational institution if the total of those, fees:exceeds 
$100 and, in the case of an educational institution described 
in subparagraph (ii), the individual is enrolled therein to ob- 

‘tain skills for, or improve the individual’s skills in, an occu- 
pation, except’ to the extent:that those fees 


Subpara. 118.5(1)(a)(iii.1) added by 1994, c. 7, Sch. II (1991, c. 49), 
s. 92, applicable to 1988 et seq. 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-393R2: Election re tax on rents and timber roy- 
alties — non-residents; IT-470R: Employees’ fringe benefits; IT- 
516R2:'Tuition tax credit. 


Information Circulars: 75-23: Tuition fees and charitable dona- 
tions paid to privately supported secular and religious schools; 92-3: 
Guidelines for refunds beyond the normal three year period. 


Forms: T2202A: Tuition and education credit certificate; TL1 1B: 
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Tuition fees certificate — Flying school. 


(b) where the individual was during the year a 
Student in full-time attendance at a university 
outside Canada in a course leading to a degree, an 
amount equal to the product obtained when the 
appropriate percentage for the year is multiplied 
by the amount of any fees for the individual’s tui- 
tion paid in respect of the year to the university, 
except any such fees 


(i) paid in respect of a course of less than 13 
consecutive weeks duration, 


(ii) paid on the individual’s behalf by the indi- 
vidual’s employer to the extent that the 
amount of the fees is not included in comput- 
ing the individual’s income, or 


(iii) paid on the individual’s behalf by the em- 
_ ployer of the individual’s parent, to the extent 
that the amount of the fees is not included in 
computing the income of the parent by reason 
of subparagraph 6(1)(b)(ix); and 
Selected Cases [para. 118.5(1)(b)]: The Queen ‘v, Gaudet, 
[1978] C.T.C. 686 (FCA) (Seven hours per week in. classes in 
“qualifying educational program” and 10 hours per week preparing 
therefor not “full time”). 


Interpretation Bulletins: IT-516R2: Tuition tax credit. 

Forms: T2202A: Tuition and education credit certificate; TL 1A: 

Tuition fees certificate — University outside Canada. nt 
(c) where the individual resided throughout the 
year in Canada near the boundary between Can- 
ada and the United States if the individual 


(i) was at any time. in the year a student.en- 
rolled at an educational institution in the 
United States that is a university, college or 
other educational institution providing courses 
at a post-secondary school level, and 


(11) commuted to that educational institution in 
the United States, 


an amount equal to the product obtained when the 
appropriate percentage for the year is multiplied 
by the amount of any fees for the individual’s tui- 
tion paid in respect of the year to the educational 
institution if those fees exceed $100, except to 
the extent that those fees 


(iii) are paid on the individual’s behalf by the 
individual’s employer and are not included in 
computing the individual’s income, or 


(iv) were included as part of an allowance re- 
ceived by the individual’s parent on the indi- 
vidual’s behalf from an employer and are not 
included in computing the income of the par- 
ent by reason of subparagraph 6(1)(b)(ix). 
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(ii) certified by the Minister of Human Re- 
sources Development to be an educational in- 
stitution providing courses, other than courses 
designed for university credit, that furnish a 
person with skills for, or improve a person’s 
skills in, an occupation, = 


(b) a university outside Canada at which the iidi- 

‘vidual referred to in subsection (2) was enrolled 
in a course, of not less than 13 consecutive weeks 
duration, leading to a degree, or 


Anterpretation Bulletins: IT-516R2: Tuition tax credit. 


(c) if the individual referred to in subsection (2) 


Forms: T2202A: Tuition and education credit certificate: TTC: : resided, throughout the year referred to.in that 
Tuition fees certificate ae Commuter to United States. subs ection, in Canada near the-b oun dary between 
(2) Application to deemed residents — Where Canada and the United States, an educational in- 
_an individual is deemed by section 250 to be resident stitution in the United States to which the individ- 
in Canada throughout all or part of a taxation year, in ual commuted that is a university, college or 
applying subsection (1) in respect of the individual other educational institution providing courses at 
for the period when the individual is so deemed to be a post-secondary school level; 
resident in Canada, paragraph (1)(a) shall be read | Related Provisions: 146.1(1)“post-secondary educational institu- 
without reference to the words “‘in Canada’. tion”(a) — designated education institution qualifies for RESP. pur- 


7. in : loan, 2! poses. See additional Related provisions and Definitions at end of s. 
Forms: TL11D: Tuition fees certificate — educational institutions 118.6 


outside Canada — deemed resident of Canada. 
Related Provisions [s. 118.5]: 117(1) — Tax payable under this “qualifying, educational program” means a. pro- 
Part; 118.8 — Transfer of unused credits to spouse; 118.9 — Trans- | gram of not less than.3 consecutive weeks duration 
fers to supporting person; 118.91 — Individual resident in Canada | that provides that each: student taking the program 
for part of the year; 118.92 — Ordering of credits; 118.93 — Cred- spend not less than 10 hours per week on courses or 
its in separate returns; 118.94 — Computing tax payable by a non- work in the program and. ‘in resp ect of a program at 
resident individual; 118.95(a) — Application in year individual be- si acets be , oy, Ses ne cits ee O53 
Rees Bankrupt an institution described in the definition “designated 
educational institution” (other than an institution de- 


Pre-RSC History [s. 118.5]: S. 118.5 added by 1988, c. 55, s. 92, ses ‘ 
applicable (by subsec. 92(2) as amended by 1991, c. 49, s. 243, scribed in subparagraph (a)(ii) thereof), that 1s a pro- 


deemed to have come into force September 13, 1988) to 1988 et | Bram ata post-secondary school level but, in relation 
seq. except that no amount in respect of fees paid for an individual’s | to any particular student, does not include any such 
tuition may be included in computing a deduction for the 1988 taxa- | program | 


tion year under section 118.5 of the said Act, as enacted by subsec- eat d : f Th 
tion (1), to the extent.that.it was deducted. in computing, the individ- (a) uf the student f CCEIVES, rom s person wit 
ual’s income ‘for the 1987 taxation year. . 4 whom the student 1S dealing at arm § length, any 


allowance, benefit, grant or reimbursement for 


Definitions [s. 118.5]: “amount”, “appropriate percentage” — 


248(1); “Canada” — 255: “employer”, “individual” — 248(1); expenses in respect of the program other than 

“parent” ri! 252(2); “resident in Canada” — 250; “tax payable” = (i) an amount received by the student as or on 

pen sh, Pepa TO yet ER 289, account of a scholarship, fellowship or bur- 

Interpretation Bulletins: IT-326R3: Returns of deceased persons sary, or a prize for achievement in a field of 

as “another person’’; IT-516R2: Tuition. tax credit. endeavour ordinarily carried on by the’ stu- 
dent, or 


118.6 (1) Definitions — For the purppyes of this 


Sehgal ae. (ii) a benefit, if any, received by the student 


by reason of a loan made to the student in ac- 
cordance with the requirements of the Canada 


“designated educational i a osc means rye 
= . Student Loans Act or An Act respecting finan- 


(a) an educational institution in Canada that is cial assistance for students of the Province of 
(i) a university, college or other educational Quebec, or by reason of financial assistance 
institution designated by the Lieutenant Goy- given to the student in accordance with the re- 
ernor in Council of a province as a specified quirements of the Canada Student Financial 
educational institution under the Canada Stu- Assistance Act, or 
dent Loans Act, designated by an appropriate (b) if the program is.taken by the student 


‘authority under the Canada Student Financial 
Assistance Act, or designated by the Minister 
of Higher Education and Science of the Prov- 
ince of Quebec for the purposes of An Act re- 
specting financial assistance for students of (ii) in connection with, or as part of the duties 
the Province of Quebec, or of, that office or employment. 


(i) during a period in respect of which the stu- 
dent receives income from an office or em- 
ployment, and 
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Related Provisions: 146.1(1)“qualifying educational pro- 
gram’ — Only para. (b) of definition applies to RESPs. See addi- 
tional Related provisions and Definitions at end of s. 118.6. 


History: Subpara. (a)(ii) of the definition “designated educational 
institution” in subsec. 118.6(1) amended by 1996, c. 11, para. 95(h), 
to substitute “Minister of Human Resources Development” for 
“Minister of National Health and Welfare”, in force July 12, 1996. 


Subpara. (a)(i) of the definition “designated educational institution” 
and subpara. (a)(ii) of the definition “qualifying educational pro- 
gram” in subsec. 118.6(1) amended by 1994, c. 28, s. 28, in force 
August 1, 1995. These subparas. formerly read: 


(i) a university, college or other educational institution desig- 
nated by the Lieutenant Governor in Council of a province as 
a specified educational institution under the Canada Student 
Loans Act or recognized by the Minister of Higher Education 
and Science of the Province of Quebec for the purposes of An 
Act respecting financial assistance for students. of the Prov- 
ince of Quebec, or 


(ii) a benefit, if any, received by the student by reason of a 
loan made to the student in accordance with the requirements 
of the Canada Student Loans Act or An Act respecting finan- 
cial assistance for students of the Province of Quebec, or 


That portion of subsec. 118.6(1) preceding the first definition sub- 
stituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 93(1), oan 
after June 1990. That portion formerly read: 


118.6 (1) For the purposes of this section 


That portion of the definition “qualifying education program’ pre- 
ceding para. (a) amended by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 93(2), to substitute “described in the definition “designated ed- 
ucational institution” -(other than an institution. described. in 
subparagraph (a)(ii) thereof). “for “described in subparagraph (a)(1) 
of the definition “designated educational institution” ”’, applicable to 
1991 et seq. 


(2) Education credit — For the purpose: of com- 
puting the tax payable under this Part by an individ- 
ual for a taxation year, there may be deducted an 
amount determined by the formula 


A x $100" x B 
where 
A is the appropriate percentage for the year, and 


B_ is the number of months in the year during which 
the individual is enrolled in a qualifying educa- 
tional program as a full-time student at a desig- 
nated educational. institution, 


if the enrolment is proven by filing with the Minister 
a certificate in prescribed form issued by the desig- 
nated educational institution and containing pre- 
scribed information and, in respect of a designated 
educational institution described in subparagraph 
(a)(ii) of the definition “designated educational insti- 
tution” in subsection (1), the student. is enrolled in 
the program to obtain skills for, or improve the stu- 


“Not indexed for inflation. 
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dent’s skills in, an occupation. 


Related Provisions: | 18.6(3) — Disabled individuals may be en- 
rolled part-time; 118.95(a) — Application in year individual be- 
comes bankrupt. See additional Related provisions and Definitions 
at end of s. 118.6. 


History: The formula in subsec..118.6(2) amended by 1997, c. 25, 
s. 28, applicable to 1996 et seg. It formerly read: 


A x $80*° x B 


The formula in subsec. 118.6(2) amended by 1994, c. 7, Sch! VIII 
(1993, c. 24), subsec. 57(1), to substitute “$80” for “$60”, applica- 
ble to 1992 et seq. 


The description of B in subsec. 118.6(2) substituted by 1994, c. 7, 
Sch. II (1991, c. 49), subsec. 93(3), applicable to 1991 et seq. That 
description formerly read: 


B _ is the number of months in the year during which the in- 
dividual is a student in full-time attendance at a desig- 
nated educational institution and enrolled in a qualifying 
educational program at the institution, 


Forms: T2202: Education credit certificate for full-time and part- 
time students; T2202A: Tuition and education credit certificate. 


(3) Application of subsec. (2) to disabled in- 
dividuals — In calculating the amount deductible 
under subsection (2) in computing the tax payable 
under this Part for a taxation year by an individual 


(a) in respect of whom an amount may be. de- 
ducted under section 118.3 for the: year, or. 


(b) who has in the year a mental or physical im- 
pairment, if a medical doctor or, where the im- 
pairment is an impairment of sight, a medical 
doctor or an optometrist, has certified in writing 
that the effects of the impairment on the individ- 
ual are such that the individual cannot reasonably 
be expected to be enrolled as a full-time student 
while so impaired, 


the reference in that subsection to “full- se student” 
shall be read as “student”. és 


History: Subsec. 118.6(3) added by 1994, c. 7, Sch. VIII (1993, c. 
24); subsec. 57(2), applicable to 1992 et seq. 


Related Provisions [s. 118.6]: 117(1) — Tax sayable phitee this 
Part; 118.8 — Transfer of unused credits to spouse; 118.9 — Trans- 
fers to supporting person; 118.91 — Individual resident in Canada 
for part of the year; 118.92 — Ordering of credits; 118.93 — Cred- 
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its in separate returns; 118.94 — pay Stes tax ate bye a non- 
resident individual. : 1ete 


Pre-RSC History [s. 118-6]: S. 118.6 added bs 1988, c: 55,:s. 92, 
applicable to 1988 et seq. See former 110(1)(g). 


Definitions [s. 118.6]: “amount”, “appropriate percentage” — 
248(1); “arm’s length” —251(1); Canarian 
educational institution” — 118.6(1); “employment”, pect 
“Minister” — 248(1); “month” — Interpretation Act 35). 
fice”, potson’ “prescribed” — 248(1);. “qualifying sducktBeat 
program” — 118.6(1); “tax payable” — 248(2); “taxation year” 


249. 


Interpretation Bulletins [s. 118.6]: IT-171R2: Non-resident in- 
dividuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-326R3: Returns of deceased persons 
as “another person”; [T-393R2: Election re tax on rents and timber 
royalties —— non-residents; IT-515R2: Education tax credit.” 


oh 6G 


” 66 


Information Circulars [s. 118.6]: 92-3: Guidelines for refunds 
beyond the normal three year period. 


118.7 Credit for Ul premium and CPP contri- 
bution — For the purpose of computing the tax 
payable under this Part by.an individual for a taxa- 
tion year,,.there may be deducted.an amount deter- 
mined by the formula |: 


AX.B 
where 
A is the appropriate percentage for the year, and 
B sis the total of 


(a) the total of all amounts each of which is an 
amount payable by the individual as an‘em- 
ployee’s premium for the year under the Em- 
ployment Insurance Act, not exceeding the 
maximum amount of such premiums payable 
by the individual] for the year under that Act, 


(b) the total of all amounts each of which is an. 
amount payable by the individual for the year’ 


as an employee’s contribution under the Can- 
ada Pension Plan or under a provincial pen- 
sion plan defined in section 3 of that Act, not 
exceeding the maximum amount of such con- 
tributions payable by the individual for the 
-year under the plan, and 


(c) the total of all.amounts each of which is an 
amount payable by the individual in respect of 
self-employed earnings for the year as a con- 
tribution under the Canada Pension .Plan.or 
under.a provincial pension plan as defined in 
Section 3°of that Act, not exceeding the maxi- 
mum amount of such contributions payable by 
the individual for the year under the plan. 
Related Provisions: 56(1)(a)(iv) — Pension benefits, UI/EI ben- 
efits, etc.; 117(1) — Tax payable under this Part; 118.91 — Individ- 
ual resident in Canada for part of the year; 118.92 — Ordering of 
credits; 118.93 — Credits in separate returns; 118.94 — Tax paya- 
ble by non-resident individual; 118.95(a) — Application in year in- 
dividual becomes bankrupt; 126.1 — Employer’s UI premium tax 


“Not indexed for inflation. 


255; “designated: 


S. 118.8 


credit for 1993. 


History: Para. 118.7B(a) amended by 1996, c. 23, para. 187(d), to 
substitute “Employment Insurance Act’ for “Unemployment Insur- 


-ance Act’, in force June 30, 1996. 


Pre-RSC History: S. 118.7 added by 1988, c. 55, s. 92, applicable 
to 1988 et seg. See former 8(1)(k), (1), 60(h). 


Selected Cases [s. 118.7]: Ashby v. Canada, [1996] 1 C.T.C. 
2464 (TCC) (Deductions made but not remitted differ from case 


_where deductions not made), 


Definitions [s. 118.7]: “amount”, “appropriate percentage”, “em- 


ployee”, “individual” — 248(1); “tax BAYA — 248(2); “taxation 
year” — 249... 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in ‘Canada and non-refund- 
able tax credits; IT-326R3: Returns of deceased persons as “another | 
person”; IT-393R2: Election re:tax on rents and timber royalties — 
non-residents; IT-516R2: Tuition tax credit; IT-519R: Medical ex- 
pense and disability tax credits and attendant care expense 

deduction. 


Information Circulars: 92-3: Guidelines for refunds beyond the 


normal three year period. 


Forms: T1 Sched.:8: Calculation of CPP contributions on self-em- 
ployment and other: earnings. ° 


118.8 rianieter of unused credits to spouse — 
For the purpose of computing the tax payable under 
this Part for a'taxation year by an individual who, at 
any time in the year, is a married person (other than 
an individual who, by reason of a breakdown of their 
marriage, is living separate and apart from the indi- 
vidual’s. spouse at. the end.of the year,and for a pe- 
riod of 90 days commencing in the year), there may 
be deducted an amount determined by the formula 


Act BC. 
where 


A is the lesser of $850" and the total of all amounts 
each of which is deductible under section 118.5 
or 118.6 in computing the spouse’s tax payable 
under this Part for the year; 


B. is the total of all amounts each of which is. de- 
ductible under subsection 118(2) or (3) or 
118.3(1) in computing the spouse’s tax payable 
under this Part for the year; and 


C. is the spouse’s tax payable under this Part for the 
year computed before any deductions under this 
Division (other than a deduction under subsection 
118(1) because of paragraph (c) of the descrip- 

‘tion of B in that subsection or under section 
118.7). 


Related Provisions: 117(1) —-Tax payable under this Part; 
118.3(2) — Disability credit claim for disabled dependant; 
118.91.— Individual resident in Canada for part of the year; 
118.92 — Ordering of credits; 118.93 — Credits in separate returns; 
118.94 — Computing tax payable by a non-resident individual; 
118.95(b) — Application in year individual becomes bankrupt; 
252(4) — Extended meaning of “spouse”; 257 — Formula cannot 
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calculate to less than zero. 


History: The descriptions of A, B and C in s. 118.8 amended by 
1997, c. 25, s. 29, applicable to 1996 et seq. A, B, and C formerly 
read: 


A __ is the lesser of $680° and the total of all amounts that the 
individuai’s spouse may deduct under section 118.5 or 
118.6 for the year; 


B is the total of all amounts each of which is an amount that 
the individual’s spouse may deduct for the year under 
subsection 118(2) or (3) or 118.3(1); and 


C is the amount of the individual’s spouse’s tax payable 
under this Part for the year computed before any deduc- 
tions under this Division (other than a deduction under 
subsection 118(1) by reason of paragraph 118(1)(c) or 
under section 118.7). 


The description of A in s. 118.8 amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), s. 58, applicable to 1992 et seg. That description for- 
merly read: 


A is the lesser of $600 and the total of all amounts each of 
which is an amount that the individual’s spouse may de- 
duct for the year under section 118.5 or 118.6; 


Pre-RSC History: S. 118.8 added by 1988, c. 55, s. 92, applicable 
(by subsec. 92(2), as amended by 1991, c. 49, s. 243, deemed to 
have come into force September 13, 1988) to 1988 et seq. 


Definitions: “amount”, “individual” — 248(1); “marriage” — 
252(4)(b); “married” — 252(4)(c); “spouse” — 252(4)(a); “tax pay- 
able” — 248(2); “taxation year” — 249. 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and_non-refund- 
able tax credits; IT-326R3: Returns of deceased persons as “‘another 
person”; IT-393R2: Election re tax on rents and timber royalties — 
non-residents; IT-470R: Employees’ fringe benefits; IT-513: Per- 
sonal tax credits; IT-515R2: Education tax credit; IT-516R2: Tui- 
tion tax credit; IT-517R: Pension tax credit; IT-519R: Medical ex- 
pense and disability tax credits and attendant care expense 
deduction. 


Forms: T1 Sched. 2: Amounts transferred from spouse. 


118.9 (1) Transfers to supporting person — 
Where the parent or grandparent of an individual 
(other than an individual in respect of whom the in- 
dividual’s spouse deducts an amount under section 
118 or 118.8 for the year) files with the Minister for 


a taxation year a prescribed form containing pre- 


scribed information, there may be deducted in:com- 
puting the tax payable by the parent or grandparent, 
as the case may be, under this Part for the year an 
amount determined by the formula 


Aw 
where 


A. is the lesser of $850° and the total of all amounts 
each of which is deductible under section 118.5 
or 118.6 in computing the individual’s tax paya- 
ble under this Part for the year; and 


B is the amount of the individual’s tax payable 
under this Part for the year computed before any 
deductions under this Division (other than sec- 
tions 118, 118.3 and 118.7). 


“Not indexed for inflation. 
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SES 


Related Provisions: See Related provisions and Defintions at 


end of s. 118.9. 


History: The description of A in subsec. 118.9(1) amended by 
1997, c. 25, s. 30, applicable to 1996 et seg. The description of A 
formerly read: 


A is the lesser of $680" and the total of all amounts that the 
individual may deduct under section 118.5 or 118.6 for 
the year; and 


The description of A in subsec. 118.9(1) amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), s. 59, applicable to 1992 et seg. That 
description formerly read: 


A is the lesser of 
(a) $600, and 


(b) the total of all amounts each of which is an 
amount that the individual may deduct under section 
118.6 for the year or an amount that the individual 
would have been entitled to deduct under subsection 
118.5(1) for the year if the reference in paragraph 
118.5(1)(a) to “the amount of any fees for the indi- 
vidual’s tuition paid in respect of the year to the edu- 
cational institution” were read as a reference to “that 
portion of the individual’s fees paid in respect of the 
year that may reasonably be considered to have been 
paid in respect of a qualifying educational program 
of an educational institution described in subpara- 
graph (a)(i) of the definition “designated educational 
institution” in subsection 118.6(1)”; and 


The description of A in subsec. 118.9(1) substituted by 1994, c. 7, 
Sch. II (1991, c. 49), s. 94, applicable to fees relating to periods 
after June 1990. That description formerly read: 


A is the lesser of $600 and the total of all amounts each of 
which is an amount the individual may deduct for the 
year under section 118.5 or 118.6; and 


(2) Only one claim per student — Where in 
computing his or her tax payable under this Part for a 
taxation year a parent or grandparent of an individual 
has deducted an amount under section 118 in respect 
of the individual, that parent or grandparent, as the 
case may be, is the only person entitled to deduct an 
amount for the year under subsection (1) in respect 
of the individual and in any other case only such one 
of the parents and grandparents of the individual as 
is designated for the year in writing by the individual 
is entitled to make such a deduction for the year. 

Related Provisions [s. 118.9]: 117(1) — Tax payable under this 
Part; 118.91 — Part-year residents; 118.92 — Ordering of credits; 
118.94 — Computing tax payable by a non-resident individual; 


118.95(b) — Application in year individual becomes bankrupt; 
257 — Formula cannot calculate to less than zero. 

Pre-RSC History [s. 118.9]: S. 118.9 added by 1988, c. 55, s. 92, 
applicable (by subsec. 92(2), as amended by 1994, c. 7, Sch. II 
(1991, c. 49), s. 243, deemed to have come into force September 13, 
1988) to 1988 et seq. 


Definitions [s. 118.9]: “amount” — 248(1); .“‘grandparent” — 
252(2);. “individual”, “Minister” — 248(1); “parent” — 252(2); 
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“prescribed” — 248(1); “spouse” — 252(4)(a); “tax payable” — 
248(2); “taxation year” — 249; “writing” yee Act 
35(1). 

interpretation Bulletins [s. 118.9]: IT- 171R2: Non-resident in- 
dividuals — computation of taxable income earned in Canada and 


non-refundable tax credits; IT-326R3: Returns of deceased persons — 


as “another person”; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-470R: Employees’ fringe benefits; 
IT-515R2: Education tax credit; IT-516R2: Tuition tax credit. 


118.91 Part-year residents — Notwithstanding 
sections 118 to 118.9, where an individual is resident 
in Canada throughout part of a taxation year and 
throughout another part of the year is non-resident, 
for the purpose of computing the individual’s jak 
payable under this Part for the year, 


(a) the amount deductible for the year under each 
such provision in respect of the part of the year 
that is not included in the period or periods re- 
ferred to in paragraph (b) shall be computed as 
though such part were the whole taxation year; 
and 


(b) the individual shall be allowed only 


(i) such of the deductions permitted under | 


subsection 118(3) and sections 118.1, 118.2, 


118.5, 118.6 and 118.7 as can reasonably be 


considered wholly applicable, and 


(ii) such part of the deductions permitted 
under sections 118 (other than subsection 
118(3)), 118.3, 118.8 and 118.9 as can reason- 
ably be considered applicable 


to the period or periods in the year throughout 
which the individual is resident in Canada, com- 
puted as though that period or those periods were 
the whole taxation year, 


except that the amount deductible for the year by the 
individual under each such provision shall not ex- 
ceed the amount that would have been deductible 
under that provision had the individual been resident 
in Canada throughout the year. 


Related Provisions: 114 — Individual resident in Canada during 
only part of year; 117(1) — Tax payable under. this Part; cape — 
Election respecting certain payments. 


History: The opening words of s. 118.91 and the closing words of 
para. (b) substituted by 1994, c. 21, subsecs. 55(1), (2), applicable 
to 1992 et seq:, except that a teipabertmby) elect that the amendment 
not apply to the taxpayer’s 1992 taxation year by notifying the Min- 
ister, of National Revenue in writing before the end. of December 
1994. The substituted portions formerly. read: 


118.91 Notwithstanding the provisions of sections 118 to 
118.9, where’ an individual-is resident in Canada’ throughout 
part of a taxation year and throughout some other part of the 
year is not resident in Canada, is not employed in Canada and 
is not. carrying on business. in, Canada, for the purpose of 
computing the individual’s tax payable under this Part for the 
year, 


se hee 


to the period or periods in.the year throughout which the indi- 
vidual is resident in Canada, is employed in Canada or is car- 
rying on business in Canada, computed as though the period 
or periods were the whole taxation year, 


S. 118.93 


| S. 118.91 substituted by 1994, c. 7, Sch. II (1991, ¢. 49), 's.°95, ap- 
| plicable to 1988 et seq. S. 118.91 formerly read: 


118.91 Individual resident in Canada for part of, the 
year — Notwithstanding sections 118 to 118.9, where an in- 
dividual is resident in Canada during part of a taxation year 

and during some other part of the year is not resident in Can- 
ada, is not employed in Canada and is not carrying on busi- 
ness in Canada, unless. all or substantially all of the individ- 
ual’s income for the year is included in computing the 
individual’s taxable income for the year, no amounts may be 
deducted under those sections for the purpose. of. computing 
the individual’s tax payable under this Part for the year ex- 
cept the total of 


(a) the deductions permitted under sections 118.1, 118.2, 
118.5, 118.6 and 118.7 to taxpayers resident in Canada 
throughout the year for the purpose of computing ‘tax *” 
payable under this Part for the year that‘may reasonably | 
be considered wholly applicable to the-individual for the 
period or periods in the year throughout. which. the .indi- 
vidual is resident in Canada, employed in Canada or car- 
rying on business in Canada; and 


(b) such part of the deductions permitted under sections 
118, 118.3, 118.8 and 118.9 to taxpayers resident in Can- 
ada throughout the year for the purpose of computing tax 
payable under this Part for the year as may reasonably be 
considered applicable to the individual for the period or 
periods referred to.in paragraph (a). ; 

Pre-RSC History: S. 118.91-added by 1988, c: 55, s. 92, applica- 

ble to 1988 ‘et seq. 


Definitions [s. 118.91]: “amount” — 248(1); “Canada” — 255; 
“carrying on business” — 253; “employed”, “individual”, “non-res- 
ident” — 248(1); “resident. in, Canada” — 250; “tax payable” — 
248(2); “taxation year” — 249; “taxpayer” — 248(1). 


118.92 Ordering of credits — In computing the 
tax payable under this Part by an individual the fol- 
lowing provisions shall be applied in the following 
order: subsections 118(1) and (2), section 118.7, sub-" 
section 118(3) and sections 118.3, 118.5,'118.6, 
118.9, 118.8, 118.2, 118.1 and 121. 


Related Provisions: 117(1) — Tax payable under this Part. 


Pre-RSC History: S. 118.92 added by 1988, c. 55, s. 92, applica- 
ble to 1988 et seg. 


Definitions: “individual” — 248(1); — 248(2). 


Interpretation Bulletins: IT-523: Order of provisions applicable 
in computing an individual’s taxable income and tax payable. 


“tax payable” 


118.93 Credits in separate returns — Where a 
separate return of income with respect to a taxpayer 
is filed under. subsection 70(2), 104(23) or 150(4) for 
a particular period and another return of income 
under this Part with respect to the taxpayer is filed 
for a period ending in the calendar year in which the 
particular period ends, for the purpose of computing 
the tax payable under this Part by the taxpayer in 
those returns, the total of all deductions claimed in 
all those returns under any of subsection 118(3) and 
sections 118.1 to 118.7 and 118.9 shall not exceed 
the total that could be deducted under those provi- 
sions for the year with respect to the taxpayer if no 
separate returns were filed under subsections 70(2), 
104(23) and 150(4). 
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Related Provisions: 114.2 — Deductions in separate returns; 
117(1) — Tax payable under this Part. 


Pre-RSC History: S. 118.93 added by 1988, c. 55, s. 92, applica- 
ble to 1988 et seq. 


Definitions: “taxpayer” — 248(1). 
Interpretation Bulletins: IT-326R3: Returns of deceased persons 


as “another person”; IT-513: Personal tax credits; IT-517R: Pension 
tax credit. 


118.94 Tax payable by non-resident — Sections 
118 and 118.2, subsections 118.3(2) and (3) and sec- 
tions 118.6, 118.8 and 118.9 do not apply for the 
purpose of computing the tax payable under this Part 
for a taxation year by an individual who at no time in 
the year is resident in Canada unless all or substan- 
tially all of the individual’s income for the year is 
included in computing the individual’s taxable in- 
come earned in Canada for the year. 


Related Provisions: 117(1) — Tax payable under this Part; 
217 — Election respecting certain payments. 


History: S. 118.94 substituted by 1994, c. 7, Sch. II (1991, c. 49), 
s. 96, applicable to 1988 et seg. S. 118.94 formerly read: 


118.94 Computing tax payable by a non-resident individ- 
ual — Sections 118 and 118.2, subsections 118.3(2) and (3) 
and sections 118.5 to 118.9 do not apply for the purpose of 
computing the tax payable under this Part for a taxation year 
by an individual who at no time in the year is resident in Can- 
ada, except that, where all or substantially all of the individ- 
ual’s income for the year is included in computing the indi- 
vidual’s taxable income earned in Canada for the year, for the 
purpose of computing the individual’s tax payable under this 
Part for the year there may be deducted the amounts that 
would have been deductible under those provisions for the 
purpose of computing the individual’s tax payable under this 
Part for the year had the individual been resident in Canada 
throughout the year. 


Pre-RSC History: S. 118.94 added by 1988, c. 55, s. 92, applica- 
ble to 1988 et seq. 
Definitions: “amount” — 248(1); “Canada” — 255; “individ- 
ual” — 248(1); “resident” — 250; “tax payable” — 248(2); “taxable 
income” — 2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxation year” — 249. 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-513: Personal tax credits. 


Forms: T1E-NR: Declaration of support of non-resident dependent 
spouse and children. 
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119. (1) Averaging for farmers and fisher- 
men — Where an individual’s chief. source of in- 
come has been farming or fishing for a taxation year 
(in this section referred to as the “year of averag- 
ing’) and the 4 immediately preceding years for 
which the individual has filed returns of income as 
required by this Part (in this section referred to as the 
“preceding years’’), if the individual, on or before the 
day on or before which the individual was required 
to file a return of the individual’s income for the year 
of averaging, or on or before the day on or before 
which the individual would have been required to 
file such a return if any tax had been payable by the 
individual for the year of averaging, files with the 
Minister an election in prescribed form, the tax paya- 
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ble under this Part for the year of averaging is an 
amount determined by the following rules: 


(a) ascertain the amount, if any, remaining after 


deducting from the income for each year of the 


averaging period (which, in this section, means 

_ the year of averaging and the preceding years) all 
deductions permitted for that year by Division C, 
except the deductions permitted by section 110.4 
of this Act or section 109 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, or any amount in respect of a loss for the 3 
years immediately following the year of averag- 
ing or any amount in respect of a loss deducted 
under this paragraph from income for a preceding 
taxation year in the averaging period, 


(b) determine the amount (in this section referred 
to as the “average gross income’) equal to '/s of 
the amount by which 


(i) the total of the amounts determined under 
paragraph (a) for the years in the averaging 
period, 


exceeds 


(ii) the total of the amounts’ that would 6 de- 
ductible in respect of the losses for the taxa- 
tion years in the averaging period in comput- 
ing the taxable income for the year 
immediately following the year of averaging 
if the individual’s income from the same busi- 
ness for that year were the total of the 
amounts determined under paragraph (a) for 
the years in the averaging period, ~~" 


(c) determine the amount (in this section referred 
to as the “average net income’) for each year in 
the averaging period equal to the average gross 
income minus the deductions permitted for that 
year by section 109 of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, 


(d) determine the amount (in this section referred 
to as the “average tax”) for each year in the aver- 
aging period equal to the tax that would be paya- 
ble under this Part for the year if the taxable in- 
come for the year were the average net income 
for the year and no amount were deductible under 
subsection 127(5) for the year, 


(e) determine the amount, if any, by chick 
(i) the total of the average taxes as determined 
under paragraph (d) 

exceeds 


(ii) the total of all amounts each of which is an 
amount deducted under subsection 127(5) in 
computing the tax payable for the preceding 
years other than any amount deemed by sub- 
section 127.1(3) to have been so deducted, 


(f) where 


(i) the total of all amounts each of which is the 
amount deemed by subsection 120(2) to have 


S. 119(1) 


been paid on account of tax under this Part for 
a preceding year in the averaging period, 


exceeds — 


(ii), the amount that would be. determined 
under subparagraph (i) if the taxable. income 
for each preceding year were the average net 
income for that year, 


add to the amount, if any, determined under para- 
graph (e) the amount of that excess, 


(g) where paragraph (f) does not apply, deduct 
from the amount, if any, determined under para- 
graph (e) the amount, if any, by which 


(i) the amount determined under subparagraph 
(f) Gi) 
exceeds 
(ii) the amount determined under subpara- 
graph (f)(i), and 
(h) deduct from the amount resulting from the ap- 
plication of paragraph (f) or (g), as the case may 
be, the total of the taxes payable under this Part 


for the preceding years computed without refer- 
ence to section 120.2, 


and the remainder, if any, obtained under seokaieaels 
(h) is the tax: payable under this Part for the year of 
averaging and no further deduction may be made 
therefrom under any other provision of this Part ex- 
cept subsection 127(5). | 


Related Provisions: 117(1)—Tax payable under this Part; 
119(4) — Election; 127.55 — Minimum tax not applicable. 


_Pre-RSC History: Para. 119(1)(h) amended by 1988, c. 55, sub- 


sec. 93(1), to add. “‘computed without reference to section 120.2”, 
applicable to 1987 et seq. 


Para. 119(1)(a), and all that portion of subsec. 119(1) following 
para. (c) substituted by 1984, c. 1, subsecs. 61(1) and (2). Para. 
119(1)(a), as substituted, applicable to 1980 et seq., and that portion 
of subsec. 119(1) following. para. (c) as substituted, applicable to 
1983 etseqg. Para. 119(1)(a) and that portion of subsec. MAD fol- 
lowing para.-(c) formerly read: 


-. (a) ascertain the amount, if any, remaining after deduct- 
ing from the income for each year of the averaging pe- 
riod (which, in this section, means the year of averaging 
and the preceding years) all deductions permitted for that 
year. by. Division C. except the deductions permitted by 
section 109 or any amount in respect of a loss for the 
year immediately following the year of averaging; 


(d) determine the amount (in this section referred to as 
the “average tax”) for each year in the averaging period 
equal to the tax that would be payable under this Part for 
the year if the taxable income for the year were the aver- 
age net income for the year; 


(d.1) where 
(i) the aggregate of all amounts each of which is the 
amount deemed by subsection. 120(2) to have been 


paid on account of tax under this Part for a preceding 
year in the averaging period, 


exceeds 


(i1) the amount that would be determined under sub- 
paragraph (i) if the taxable income for each preced- 
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ing year were the average net income for that year, 


add to the aggregate of the average taxes as determined 
under paragraph (d) the amount of that excess; 


(d.2) where paragraph (d.1) does not apply, deduct from 
the aggregate of the average taxes as determined under 
paragraph (d) the amount, if any, by which 


(i) the amount wip ort under — Arild 
(d.1)(i) 


exceeds 


(ii) the amount determined under subparagraph 
(d)(i); and 


(e) deduct from the.resulting amount as determined under 
paragraph (d.1) or (d.2), as the case may be, for the years 
in the averaging period the aggregate of the taxes payable 
under this Part for the preceding years; 


and the remainder obtained under paragraph (e) is the tax 
payable under this Part for the year of averaging and no fur- 
ther deduction may be made therefrom under any other provi- 
Sion of this Part. 


Paras. 119(1)(d.1), (d.2) added, 119(1)(e) substituted by -1980-81- 
82-83, c. 48, subsec. 65(1), APBLEERIE to. 1980 et seq. Para, (e) for- 
merly tead: 
(e) deduct from the aggregate of the. average taxes as deter- 
mined under paragraph (d) for the years in the averaging pe- 
riod the aggregate of the taxes payable under this Part for the 
preceding years; 


Selected Cases [subsec. 119(1)]: /srael v. The Queen, [1979] 


C.T.C. 468 (FCTD) (Company to which taxpayer transferred farm-' 


ing business held not to have income from farming in the year; in- 
come averaging not permitted); Wilfley y. The, Queen, [1974] C.T.C, 
510 (FCTD) (Income averaging permitted to incorporator of com- 
pany to operate farm); Kuhl et al. v. The Queen, [1973] C.T.C. 846 
(FCTD) (Income averaging permitted to incorporators of company 
to operate farm where incorporators working for oS i as inde- 
pendent contractors). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, sHapter 


148 of the Revised Statutes of Canada, 1952’’). 


Forms: T2011: 


Election to average: income by farmers and 
fishermen. 


(2) Refunds — Where this section is applicable to 
the computation of an individual’s tax for a taxation 
year, the amount, if any, by which‘the totalof 


(a) the total of taxes payable under this Part for 
the preceding years, and 


(b) the amount, if any, by which 
(1) the amount determined under subparagraph 


(1)@)Gi) i 


exceeds 
(ii) the amount determined under subpara- 


graph.(1)()(@) 
exceeds the total of 

(c) the amount, if any, determined under para- 

graph (1)(e), and 

(d) the amount, if any, by which 
(i) the amount determined under subparagraph 
(a) 

exceeds 


(ii) the amount determined under subpara- 
graph (1)(f)Gi) 
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shall be deemed to be an overpayment made when 
the notice of assessment for the year of averaging 
was mailed. _ 

Pre-RSC History: Paras. 119(2)(b), (c) and (d) substituted by 
1984, c. 1, subsecs. 61(3) and (4), to substitute * ‘para. (f)” for “para. 
(d.1)” in paras. 119(2)(b) ane (d), applicable to 1983 et ais Para. 
(c) formerly read: 


 (c) the aggregate of the average taxes as determined under 
paragraph (1)(d) for the years in the averaging period, and 


Subsec. 119(2) substituted by 1980-81-82-83, c. 48, subsec. 65(2), 
applicable. to 1980 et seq: Subsec. (2) formerly read: ; 


(2) Where this section is applicable to the computation of an 
individual’s tax for a taxation year and the aggregate of the 
taxes payable under this Part for the preceding years exceeds 
the aggregate of the average taxes as determined under para- 
graph (1)(d)' for the years in the averaging period, the excess 
shall be deemed to be an overpayment made when the notice 
of assessment for the year of averaging was mailed. 


(3) Assessment — The provisions of this Part re- 
lating to the assessment of tax, interest and penalties 
apply with such modifications as the circumstances 
require to an assessment whereby, for the purposes 
of this section, it is determined by the Minister that 
no tax is payable under this Part for the year of aver- 
aging or that.an overpayment has been made as de- 
scribed in subsection (2): 


(4) Where subsec. (1) election null — An elec- 
tion under subsection:(1) is a nullity unless the earli- 
est of the “preceding years” ended before 1988 and 
is one of the 6 years immediately preceding the year 
of averaging. 

Pre-RSC History: Subsec. 119(4) amended by 1988, c: 55, sub- 
sec. 93(2), to add “ended before 1988 and” and to substitute “imme- 
diately are for “immediately prior to”, applicable to 1988 ez 
seq. 


(5) Revocation of election — An election filed 
under subsection (1) may be revoked by the individ- 
ual 


(a) at any time before the Minister has first as- 
_sessed the individual’ s tax for the year of averag- 
ing; or 


. (b), during the 30 day period immediately follow- 
_ ing any assessment by the Minister of the individ- 
ual’s tax, for the year of averaging. 


(6) Limitation as to election — No election may 
be filed under this section by a taxpayer for a taxa- 
tion year. if 


(a) the averaging extn resulting from the elec- 
tion would include a year that was included in an 
averaging period resulting from a previous elec- 
tion by the taxpayer under this section: that has 
not been revoked under subsection (5); ‘or 


(b) an amount has been added or deducted under 
section 110.4 in computing the taxable income of 
the taxpayer for the year or any other year of the 
averaging period. 


Pre-RSC History: Subsec. 119(6) substituted by 1980-81-82-83, 
c. 140, s. 78, applicable to the 1982 and subsequent taxation years, 
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formerly read: 


(6) No election may be filed under this section, for a-taxation... 
year if the averaging period resulting - from the election would 
include a year that was included in an averaging period re- 
sulting from a previous election that has-not -been-.revoked ' 
under subsection (SB); 


(7) Rents or trust income from farming or 


fishing — For the purposes of subsection (1), 


(a) rents dependent:on the lessée’s gross produc- 
tion in the course of farming or ‘fishing, ‘and 
(b) income from a trust or estate to the extent that 
it can reasonably be regarded as having. been de- 
rived from farming or fishing, — 


shall be deemed to be income, from farming. or 
fishing. 


(8) Losses — Any amount in respect-of a loss de- 
ducted: in making a calculation. under paragraph 
_ (4)(a) and any amount-in respect of.a loss described 
in subparagraph (1)(b)(ii) shall, for the purpose of 
computing taxable income for taxation years follow- 
ing the year of averaging, be deemed. to have been 
deducted in respect of that loss in computing taxable 


income for a taxation year Seoagenstt the" eae for’ 


which the loss ‘was determined. 

Pre-RSC History: Subsec. 119(8) substituted iy 1984, c. 1, sub- 

sec. 61(5), applicable to. 1983 et seg..Subsec. (8) formerly read: 
(8) Any amount-in respect of a loss deducted‘ in making a 
calculation under paragraph (1)(a) shall, for the purpose of 
section 111, be deemed to have been deducted in respect of 
that loss under. this Act; and any amount in respect of a loss 
included in computing an aggregate for.the purpose:of sub- 
paragraph (1)(b)(ii) shall, for the purpose of section 111, be 
deemed to have been.deductible, in respect of that loss under 
this Act. 


(9) Investment tax credit — Where this section is 
applicable to the computation of an individual’s tax 
payable for a taxation year, the amount, if any, by 
which : : . 


(a) the’ amount described in gubpieisraph 
(1)(e)Gi) 
exceeds 


(b) the amount described in subparagraph 
(1)(e)G) : 
shall be added in computing the individual’ s invest- 
ment tax credit at the end of that year, and paragraph 
12(1)(t) and subsections 13(7.1) and 53(2) shall not 
apply to any amount deducted under subsection 
127(5) for that year, or any subsequent taxation. year, 
that may reasonably be attributed to the amount ad- 
ded under this subsection, 
Pre-RSC History: All ‘that poriow of subsec: 119(9) preceding 
para. (a) amended by 1985; cy: 45, subsec. 64(1), to substitute 
“Where this section is applicable” for “For the purposes of subsec- 
tion 127(9), where this section is applicable”, applicable to 1985 et 
seq. ; ) 
Subsec, 119(9) added by 1984, c. 1, subsec. 61(5), applicable to 
1983 er seq. 


(10) Idem — Notwithstanding the definition “in- 


S..120(2) 


_vestment tax credit” in subsection 127(9), where a 


taxpayer has filed an election under subsection (1) 
for a year of averaging, in computing the taxpayer’s 
investment tax credit at the end of any of the preced- 
ing years, there shall not be included any amount in 
respect of property acquired, or an expenditure 
made, in or after the year of averaging. 


Pre-RSC History: Subsec. 119(10) substituted by 1985, c. 45; 


subsec. 64(2), applicable to 1985 et seq. Subsec, (10) formerly read: 


(10) Notwithstanding subsection 127(9), where a taxpayer 

~ has filed an election under subsection (1) for‘a year of averag- _ 
ing, no amount shall, in computing his investment tax credit 
at the end of any of the preceding years, be included in re- 
spect of property acquired, or an expenditure made, in or after 
the year of averaging. . 


Subsec. 119(10) added by 1984, c. 1, dabued: 61(5), appltuabig to 
1983 et seq. 


Definitions [s. 119]: “amount”, “assessment” — 248(1); “es- 
tate” —'104(1), 248(1); “farming”, “fishing”, “individual” — 
248(1); “investment tax credit” — 127(9),.248(1); “Minister”, “‘pre- 
scribed” —-248(1); “tax payable” — 248(2); “taxable income” — 
2(2), 248(1);.°“taxation year” + 249;:- “taxpayer” —— 248(1); 
“trust” — 104(1), 248(1), (3). 


_ Interpretation Bulletins [s.. 119]: IT-156R: Feedlot operators; 
IT-433R:;,Farming, or fishing — use of cash method. 


120. (1) Income not earned in a province — 


There shall be added to the tax otherwise. payable 


_ under this Part by an individual for a taxation year an 
- amount that bears the same relation to 52% of the tax 
otherwise payable under this Part by the anes tat ab 
for the year that 


(a) the individual’s income for the year, other 
than the individual’s income earned in the year in 
a province, 
bears.to . | . 
(b) the individual’s income for the year. 
Related Provisions: 117(1)—Tax payable under this Part; 
1203) —“‘Income for the year” defined; 120(4) — Income*earned 


in the year in a province; '120.1(8) — Where amount included by s. 
120.1. 


Pre-RSC History: That portion of subsec. 120(1) preceding para. 


- (a) amended by 1990, c. 39, s..26, to, substitute “52%” for “47%” 


and “by the individual” for “by him’, applicable to 1989 et seq. ex- 
cept that for thé 1989 taxation year, the reference to “32%” shall be 
read as a reference to “49.5%”. 

That portion of subsec. 120(1) preceding para. (a) substituted by 
1980-8 1-82-83, c. 140, subsec. 79(1), .applicable. to. the» 1982 ‘and 
subsequent taxation years, to substitute “47%” for “43%”. 

All that portion.of subsec. 120(1), preceding para. (a) substituted by 
1977-78,.c. 1, subsec. 57(1), applicable to 1977 et seq., to substitute 
“43%” for Ue 

Interpretation Bulletins: IT- 393R2: Flecith re tax.on,rents and 
timber royalties — non-residents; IT- 434R: Rental of real property 
by individual. 


(2) Amount deemed paid in orasenibed man- 


_ ner — Each. individual is.deemed to: have. paid, in 


prescribed manner and. on prescribed dates; on ac- 
count of the individual’s tax under this Part for a tax- 
ation year an amount that bears the same relation to 
3% of the tax otherwise payable under this Part by 
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the individual for the year that 


(a) the individual’s income earned in the year in a 
province that, on January 1, 1973, was a province 
providing schooling allowances within the mean- 
ing of the Youth Allowances Act, chapter Y-1 of 
the Revised Statutes of Canada, 1970, 


bears to 


(b) the individual’s income for the year. 


Related Provisions: 117(1)— Tax payable under this Part; 
120(3) — “Income for the year” defined; 120.1(5) — Credit for 
Quebec residents where forward averaging credit claimed; 
152(1) — Assessment; 160.1 — Where excess refunded. 


Pre-RSC History: Subsec. 120(2) substituted by 1980-81-82-83, 
c. 48, subsec. 66(1), applicable to 1980 et seg. Subsec. (2) formerly 
read: 


(2) Deduction from tax re income earned in province 
providing schooling allowances — There may be deducted 
from the tax otherwise payable under this Part by an individ- 
ual for a taxation year an amount that bears the same relation 
to 3% of the tax otherwise payable under this Part by him for 
the year that 


(a) his income earned in the year in a province that, on 
the Ist day of January, 1973, was a province providing 
schooling allowances within the meaning of the Youth 
Allowances Act, 


bears to 
(b) his income for the year. 


Para. 120(2)(a) substituted by 1973-74, c. 45, s. 8,-applicable to 
1974 et seq. Para. 120(2)(a) formerly read: 


(a) his income earned in the year in a province providing 
schooling allowances, within the meaning of the Youth Al- 
lowances Act, 


Notes: S. 27 of the Federal-Provincial Fiscal Arrangements and 
Federal Post-Secondary Education and Health Contributions Act, 
R.S.C. 1985, .c. F-8, provides an additional 13.5% credit for re- 
sidents of Quebec. 


Selected Cases [subsec. 120(2)]: Hollinger v. The Queen, 
[1974} C.T.C. 693 (FCA) (Amounts received by passive partner in 
U.S. business constituted income from business; no provincial 
abatement). 


Regulations: 6401 (prescribed date is December 31 of each year). 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec). 


(2.1) ldem — Where section 119 is applicable to the 
computation of an individual’s tax for a taxation year 
(referred to in that section as the “year of averag- 
ing”), notwithstanding subsection (2), the amount 
deemed by that subsection to have been paid on ac- 
count of the individual’s tax under this Part for the 
year shall be equal to the amount that would be de- 
termined under that subsection if the reference 
therein to “the tax otherwise payable under this Part 
by the individual for the year” were read as a refer- 
ence to “the amount that would be the tax otherwise 
payable under this Part by the individual if the indi- 
vidual’s taxable income for the year were the indi- 
vidual’s average net income (within the meaning of 
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paragraph 119(1)(c)) for the year”. 


Pre-RSC History: Subsec. 120(2.1) added by 1980-81-82-83, c. 
48, subsec. 66(1), applicable to 1980 et seq. 


(3) Definition of “the individual’s income for 
the year” — In subsections (1) and (2), “the indi- 
vidual’s income for the year” means 


(a) in the case of an individual to whom section 
114 applies who was resident in Canada during 
part of the year and during some other part of the 
year was not resident in Canada, the amount that 
would be determined under that section to be the 
individual’s taxable income for the year if that 
section were read without reference to the words 
following paragraph 114(b); and 


(b) in the case of an individual to whom section 
115 applies who was not resident in Canada at 
any time in the taxation year, the amount that 
would be determined under Division D to be the 
individual’s taxable income for the year if sub- 
section 115(1) were read without reference to the 
words following paragraph 115(1)(c). 


(3.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 120(3.1) repealed by 1986, c. 6, sub- 
sec. 66(1), applicable to 1986 et seg. Subsec. (3.1) formerly read: 


(3.1) Additional deduction from tax — There may be de- 
ducted from the tax otherwise payable under this Part by an 
individual for a taxation year the amount, if any, by which 


(a) $50 or, where the individual’s spouse was resident in 
Canada during the year, $50 plus the amount, if any, by 
which $50 exceeds the amount, if any, of that spouse’s 
tax otherwise payable under this Part for the year com- 
puted without reference to section 120.1 


exceeds 


(b) 10% of the amount by which the individual’s tax oth- 
erwise payable under this Part for the year exceeds 
$6,000, 


except that where the individual’s return of income is filed 
pursuant to subsection 70(2) or 150(4) or paragraph 104 
(23)(d) or 128(2)(e), the individual’s spouse was resident in 
Canada during the year and an excess is determined under 
paragraph (a) for the year, the excess shall, notwithstanding 
that determination, be deemed to be nil. 


All that portion of subsec. 120(3.1) following para. (b) amended by 
1985, c. 45, subsec. 65(1), to substitute reference to para. 128(2)(e) 
for reference to subsec. 128(2), applicable to 1984 et seg. 


Subsec. 120(3.1) substituted by 1984, c. 1, subsec. 62(1), applicable 
to 1984 et seq. except that the references to “$50” in subsection 
120(3.1) shall be read as references to “$200” for the 1984 taxation 
year and “$100” for the 1985 ‘taxation year. Subsec. (3.1) formerly 
read: 


(3.1) Additional deduction from tax— There may be de- 
ducted from the tax otherwise payable under this Part by an 
individual for a taxation year an amount equal to the aggre- 
gate of 


(a) $200, and 


(b) where during the year the individual had a spouse 
who was resident in Canada, the amount, if any, by 
which 


(i) $200 
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exceeds 
(ii) the amount, if any, of his spouse’s tax otherwise 
payable under this Part for the year computed with- 
out reference to section 120.1, 


except that, where the individual’s return of income is filed 
pursuant to subsection 70(2), 128(2) or 150(4) or paragraph 
104(23)(d), the excess otherwise computed under paragraph 
(b) in respect of that return shall be deemed to be nil. 


Subsec. 120(3.1) substituted by 1980-81-82-83, c. 140, subsec. 
79(2), applicable to the 1982 and subsequent taxation years. Subsec. 
(3.1). formerly read; 

(3.1) There may be deducted from thet tax otherwise payable 


under this Part by an individual fora taxation year an amount 
equal to the greater of 


(a) $200 and 


(b) 9% of the tax otherwise payable under this Part by the 
individual for the year, or $500, whichever is the lesser. 


Subsec. 120(3.1) substituted by 1978-79, c. 5, s. 3, applicable to 
1979 et seq. Subsec. (3.1) formerly read: 
(3.1) There may be deducted from the tax otherwise payable 
under this Part by an individual for a taxation year an amount, 
not exceeding $500, equal to’ the aggregate-of 
(a) the greater of $200 and 9% of the tax otherwise paya- 
ble under this Part by the individual for the year, and 
(b) the product obtained when $50:is multiplied by the 
number of children each of whom 
(i) has not attained the age of 18 years before the end 
of the year, and 
(ii) was resident in Canada during the year, 
and in respect of whom an amount was deductible by the 
individual under‘paragraph 109(1)(b), (d) or (e) from his 
income for the year for the purpose of computing his tax- 
2 able income for the year. 
Subsec. 1203.1) substituted by 1977-78,.c. 1, subsec. 57(2), appli- 
cable to 1977 et seq. except that in its application to the 1978 taxa- 
tion year, the reference in para. 120(3.1)(a) to $200 shall be read as 
a reference to $300. Subsec. (3.1) formerly read: 
(3.1) There may be deducted from the tax otherwise payable 
under this Part by an individual for a taxation year an amount 
equal to the greater of 


(a) $200, and 
(b) 9% of the tax otherwise payable under this Part by the 
individual for the year, or $500, whichever is the lesser. 


Para. 120(3.1)(b) substituted by 1976-77, c. 10, subsec. 52(5), appli- 
cable to 1977 et seg., to substitute “9%” for “8%”. 
Para. 120(3.1)(b) substituted by 1974-75-76, c. 71, s. 3, applicable 
to 1975 et seq. 
Paras. 120(3.1)(a), (b) substituted by. 1974-75-76, c. 26, subsecs. 
77(1), (2), applicable, as to para. 120(3.1)(a), to 1974 et seq., except 
that, in its application to 1974, para. 120(3.1)(a) shall be read as 
follows: “(a) $150, and’; as to para. aia 1)(b), to 1975 et seq. 
Paras. (a), (b) formerly read: 

(a) $100, and 


(b) 5% of the tax otherwise payable under this Part by the 

individual for the year, or $500, whichever is the lesser. 
Subsec. 120(3.1) substituted by 1973-74, c. 30,.s. 17; applicable’ to 
1973 et seq. Subsec. (3.1) formerly read: 

(3.1) There may be deducted from the tax lise payable 

under this Part by an individual for the 1972 taxation year an 

amount equal to 3% of the aggregate of 


(a) the tax otherwise: payable under this Part by the indi- 
vidual for the year, and 


S. 120(4) tax 


(b) any amount added to the.tax otherwise payable under 
this Part by the individual for the year pursuant to sub- 
section (1). 


Subsec. 120(3.1) added by 1972, c. 9, s. 1. 
(4) Definitions — In this section, 


“income earned in the year in a province” means 
amounts determined under rules prescribed for the 
purpose by regulations made on the recommendation 
of the Minister of Finance; 


Pre-RSC History: The definition “income earned in the year ina 
province” was para. 120(4)(a). 


Regulations: 2600-2607 (rules determining income earned in the 
year in a province). 


Interpretation Bulletins: IT-434R: Rental of real property by 
individual. 


“province [para. 120(4)(b)]” — 
former Act] 
Pre-RSC History: Para. 120(4)(b) repealed by 1980-81-82-83, c. 


48, subsec. 66(2), applicable to 1980 et seg. Paras. (b) formerly 
read: 


rRepbatea: under 


(b) “province” does not include the Yukon Territory; and 


Para, 120(4)(b) substituted by 1977-78, c. 32, s. 29, applicable to 
1978 et seq. Para. (b) formerly read: . 


(b) “province” does not include the Northwest Territories or 
the Yukon Territory; and 


“tax otherwise payable under this Part” by an in- 
dividual for a taxation year means the greater of 


(a) the amount, if any, by which the total of 


(i) the individual’s minimum amount for the 
year determined under section 127.51, and 


(ii) any amount required under subsection 
_ 120.1(2) to be added to the tax payable by the 
individual for the year under this Part, 


exceeds any amount that may be deducted. under 
subsection 120.1(1) from the tax payable. by the 
individual for the year under this Part, and 


(b) the amount that, but for this section and sub- 
section 117(6), would be the tax payable under 
this Part by the individual for the year if the indi- 
vidual were not entitled to any deduction under 
any of sections 126, 127, 127.2 and 127.4. 


Related Provisions: 117(1) — Tax payable under this Part; 
127(17) — “Tax otherwise payable”. 


Pre-RSC History: The definition. “tax otherwise eit under 
this Part” was para. 120(4)(c). See Table of Concordance. 


Para. 120(4)(c) substituted by 1986, c. 55, s. 37, applicable to taxa- 
tion years: commencing after 1985. Para. (c) formerly read: 


“tax otherwise payable under this Part”, in relation to a taxa- 
tion year, means the amount that, but for this section and sub- 
section 117(6), would be the tax payable by a taxpayer under. 
this Part for the taxation year if the taxpayer were not entitled 
to any deduction under any of sections 126,.127, 127.2, and 
127.4. 


Para. 120(4)(c) amended by 1986, c. 6, subsec. 66(2), applicable to 
1985 et seq., to substitute “any of sections 126, 127, 127.2 and 
1274" tor section: 12012701, 127.2. . 


Para., 120(4)(c) substituted by 1984, c. 1, subsec. 62(2), applicable 
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to 1982 et seq. Para. (c) formerly read: 


(c) “tax otherwise payable under this Part” means the amount 
that, but for this section and subsection 117(6), would be the 
tax payable by a taxpayer under this Part for the taxation year 
in respect of which the expression is being applied if the tax- 
payer were not entitled to any deduction under section 126 or 
LZd 


Para. 120(4)(c) amended by 1980-81-82-83, c. 48, subsec. 66(3), 
applicable to..1979.et seq. Para. (b) formerly .read: 


(c) “tax otherwise payable under this Part” means 


(1) where.a taxpayer’s tax for the taxation year in respect, 
of which the expression is being applied is computed. in 
accordance with the table prescribed under subsection 
117(6), the tax so computed, and | 


(i) in any other case the amount that, but for this section, 
would be the tax payable by a taxpayer under this Part for 
the taxation year in respect of which the expression is be- 
ing applied if the taxpayer were not entitled to any de- 
duction under section 126 or 127. 


Subpara. 120(4)(c)(i) substituted by 1974-75-76, c. 26, subsec. 
77(3), applicable on and after August 1, 1974, to delete reference to 
5.120. ke 


Subpara. 120(4)(c)(ii) substituted by 1973-74, c. 51, s. 18, in force 
August 1, 1974, to add reference to s. 126.1. 


Selected Cases [s. 120]: Lemaire v. Canada, [1995] 1 C.T.C. 
2844 (TCC) (Tax Court cannot grant relief from provincial taxation 
or order refund of provincial taxes deducted at source). 

Definitions [s. 120]: “amount” — 248(1); “Canada” — 255; “in- 
come earned in the year in a province” — 120(4); “income for the 
year” — 120(3);. “individual”, “prescribed” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “regulation” — 248(1); “resident 


in Canada” — 250; “tax otherwise payable” — 120(4); “tax paya- 
ble” — 248(2); “taxable tncome” — 2(2), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 


1.T. Application Rules [s. 120}: 40(1), (2); 49(3). 


120.1 (1) Forward averaging credit — There 
may be deducted from the amount that would, but 
for this section, be the tax otherwise payable under 
this Part (other than the tax payable with respect to a 
return of income referred to in subsection 110.4(5)) 
by an individual for a taxation year an amount equal 
to the product obtained when 


(a) the amount specified in the individual’s elec- 
tion for the year under subsection 110.4(2) and, 
where the individual’s legal representative has 
filed on the individual’s behalf an election under 
subsection (2) for the year, the individual’s accu- 


mulated averaging amount at the end of the year: 


is multiplied by 


(b) the percentage referred to in. paragraph 
117(2)(c). 
Related Provisions: 117(1) — Tax payable under this Part. 


Pre-RSC History: Subsec. 120.1(1) substituted by 1988, c. 55, s. 
94, applicable with respect to elections filed for 1988 et seg. Sub- 
sec. (1) formerly read: 


120.1 (1) Deduction — There may be deducted from the 
amount that would, but for this section, be the tax otherwise 
payable under this Part (other than the tax payable with re- 
spect to a return of income referred to in subsection 110.4(5)) 
by an individual for a taxation year an amount equal to the 
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product obtained when 


(a) the amount specified in his election for the year under 
subsection 110.4(2) and, where he died in the year and 
was resident in Canada at the time of his death, his accu- 
mulated averaging amount at the end of the year 


is multiplied by 
(b) the percentage referred to in paragraph 117(5.2)(j). 


Subsec. 120.1(1) substituted by 1984,.c. 1, subsec. 63(1), applicable 
to 1982 et seg. Subsec. (1) formerly read: 


120.1 (1) Deduction — There may be deducted from the 
amount that would, but for this section, be the tax otherwise 
payable under this Part by an individual for a taxation year an 
amount equal to the product obtained when 


(a) the amount included under subsection 110.4(2) in 
computing his taxable income for the year, and, where he 
died in the year and was resident in Canada throughout 
the year, his accumulated averaging amount at the end of 
the year, 


is multiplied by 
(b) the percentage referred to in paragraph 117(5.2)(j). 


Remission Orders: Prescribed Areas Forward Averaging Remis- 
sion Order, P.C. 1994-109 (remission for certain residents of pre- 
scribed areas who filed forward averaging elections for 1987). 


Forms: T1 General, Sched. 1: Deduction of forward averaging 
credit. 


(2) Year of death — Where an individual dies in a 
taxation year before 1998 (and is resident in Canada 
at the time of death) and the individual’s legal repre- 
sentative files with the individual’s return of income 
(other than a return of income referred to in subsec- 
tion 110.4(5)) for the year an election in prescribed 
form on or before the day on or before which the 
return is required to be filed, there shall be added to 
the amount that would, but for this section, be the 
individual’s tax payable for the year under this Part 
with respect to the return of income an amount equal 
to the amount, if any, by which 


(a) the total of the taxes that would have been 
payable by the individual under this Part for the 
three immediately preceding taxation years if the 
individual’s taxable income otherwise determined 
for each of those years were increased by '/ of 
the individual’s accumulated averaging amount at 
the end of the year in which the individual died 
and if this Part were read without reference to 
sections 119 to 127.3 


exceeds 


(b) the total of the taxes that would have been 
payable by the individual under this Part for the 
three immediately preceding taxation years if this 
Part were read without reference to sections 119 
to. £2732 


Related Provisions: 117(1)— Tax payable under this Part. 


Pre-RSC History: Subsec. 120.1(2) substituted by 1988, c. 55, s. 
94, applicable with respect to elections filed for “sei et seq. Sub- 
sec. (2) formerly read: 


(2) Addition — There shall be added to the amount that 
would, but for this section, be the tax otherwise payable 
under this Part (other than the tax payable with respect to a 
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_ return of income teferred to in subsection 110.4(5)) by an in- 
dividual for a taxation year an amount equal to 


(a) the product obtained when the amount deducted under 
subsection '110.4(1) in computing his. taxable income for 
the year is multiplied by the percentage referred to in par- 
agraph 1 170. 2)j); and 


(b) where he died in the year and was re hey in Canada 
at the time of his death, the amount, if any, by which 


(i) the aggregate of the taxes that would have been ‘ 
payable by him under this Part for the three immedi- 
ately preceding taxation years if his taxable income. 
otherwise determined for each. of those years were | 
increased by 1/3 of his accumulated averaging amount 
at the end of the year in which he died and if this Part 
were read without reference to sections 118 to. 127.3 


“exceeds * 


(ii) the ageregate of the taxes that would have been 
‘payable by him under this Part for the three immedi- 
‘ately preceding taxation years if this Part were tead’ 
without reference to sections 118 to 127.3. 


Para. 120.1(2)(b)»substituted by 1984, ¢. 45, subsec.-38(1), et 
ble: to. 1982.et.seqg. Para. (b) formerly read: 


(b) where he died in the year and was resident in Canada at 
the time.of his death, the amount, if any, by which, 


(i) the aggregate of the taxes that would, if this Part were 
read without reference to sections 118 to 127.3, have 
been payable by him under this Part for the three imme- ~ 
diately preceding taxation years if he had specified, for 
each of those years in elections under subsection 
110.4(2), 3 of his accumulated averaging amount at the 
end of the year in which he died 


exceeds 


(ii) the aggregate of the taxes that would, if this Part were 
read without reference to sections 118 to 127.3, have 
been payable by him under this Part for the three imme- 
diately preceding taxation. years. 


Subsec. 120.1(2) substituted by 1984; c, 1, subsec.63(2), eps 
to 1982.et seq. Subsec. (2) formerly read: 


(2): Addition — There ‘shall be added to the amount that 
would, but. for this section, be the tax otherwise payable... 
under this Part by an individual for a taxation year an amount 
equal to 


(a) the product obtained when the amount deducted under 
subsection 110.4(1) in computing his taxable income for 
the year is multiplied by the percentage referred to in par- 
agraph 117(5.2)G); and 


(b) where he died in the year and.was resident in Canada 
at the time of his death, the aggregate of 


(i) the amount, if any, by which 


(A) the aggregate of his taxes that would have 
been payable under this Part for the three imme- 
diately preceding taxation years if his taxable in- 
come. otherwise. determined for each of those 
years were increased by 1/3 of his accumulated 
averaging amount at the end of the year and if 
this Part were read without reference to subsec- 
tion (3) and sections 120, 121, 126 and 127, 


exceeds 


(B) the aggregate of his taxes that would have 
been payable under this Part for the three imme- 
diately preceding taxation years if this Part were 
read without reference to subsection (3) and sec- 
tions 120, 121, 126 and 127, and 


S.°120.1(3). 


(11) the amount, if any, by which 


(A), the aggregate of the, amounts that would 
have been deemed to be paid by him on account 
of his tax for the three immediately preceding 
taxation years, under subsection (4) if this Part 
were read without reference to poe (3) 
and 120(1) 


exceeds 


(B) the aggregate of the amounts that would 
have been deemed to be paid by him on account 
of his tax for the three immediately preceding 
taxation years under, subsection (4) if his taxable 
income otherwise determined: for each of those 
years were increased by ' of his accumulated 
averaging amount at the end of the year and if © 
this Part were read without reference to subsec- 

- tions (3) and 120(1). ta 


(3) Deduction and additions — Bache siat de. 


‘ducted or added under subsection (1) or (2) in com- 
puting the tax payable under this Part by an individ- 


ual for a taxation year shall, notwithstanding those 


‘subsections, be equal to the total of. . 


(a) the amount that would, but for this subsection, 
be determined for the year under subsection (1) 
or (2), as the case may be, and ~ * 


(b) an amount equal to that proportion of 52% of 
the amount referred to in paragraph (a) that 
(i) the individual’s income. for the year, other 
than the individual’s income earned in the 
year in a province, 


is of 
(ii) the individual’s income for the year. 


History: That. portion of para. 120.1(3)(b) preceding subpara. (i) 


amended by 1994, c. 7, Sch. II (1991, c. 49), s. 97, to substitute 


“52%” for “47%, applicable to 1989 et seq: except that for the 


1989 taxation year “52%” shall’ be read-as. “49.5%”. 
Pre-RSC History: Subsec. 120.1(3) substituted by 1988, c. 55, s. 


_ 94, applicable with respect to elections filed for 1988 et seg. Subsec 
' (3). formerly read: 


(3) Where change of province. of residence — Notwith- 
standing subsections (1) and (2), 


(a) the amount deducted under subsection mC 1): \ 

(b) cibs product determined under paragraph (2)(a), and. 

(c) the amount, if any, determined.under paragraph (2)(b) , 
‘for a taxation year shall be equal to the aggregate of 


(d) the amount that would, but for this subsection; be de- 
termined for the year under that subsection or that para- 
graph, as the case may be, and 


(e) an amount equal to that proportion of 47% of ithe na 
amount referred to in paragraph (d) that 


(i) the individual’s income for the year, other than 
his income earned in the year in a province, 


_is. of 
(11) his income for the year. 


Subsec. 120.1(3) substituted by 1984, c. 45, subsec: 38(2), Saisie 
ble to 1983 et seg. Subsec. (3) formerly read: 


(3) Individual not resident — Notwithstanding subsections 
(1): and (2); where an individual was not»resident in a prov- 
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ince on the last day of a taxation year, 
(a) the amount deducted under subsection (1), 
(b) the product determined under paragraph (2)(a), and 
(c) the amount, if any, determined under paragraph (2)(b) 


for that year shall be equal to 147% of the amount that would 
otherwise be determined under that subsection or that para- 
graph, as the case may be. 


(4) Presumption — Where the amount deductible 
by an individual under subsection (1) exceeds the 
amount that would; but for that subsection, be the in- 
dividual’s tax otherwise payable under this Part for 
the year, the excess shall be deemed to be an amount 
paid by the individual, on the day the individual was 
required to file the election under subsection 
110.4(2), on account of the individual’s tax for the 
year under this Part. 


Related Provisions: 117(1)— Tax payable under this Part; 


152(1) — Assessment. 


(5) Reduction — Notwithstanding subsection (4), 
the amount of the excess referred to in that subsec- 
tion shall be reduced by an amount equal to that pro- 
portion of 16.5% of the amount of the excess that 


(a) the individual’s income earned in the year in a 
province that, on January 1, 1973, was a province 
providing schooling allowances (within the 
meaning of the Youth Allowances Act, chapter Y- 
1 of the Revised Statutes of Canada, 1970) 


is of 
(b) the individual’s income for the year. 


Pre-RSC History: Subsec. 120.1(5) substituted by 1984, c. 45, 
subsec. 38(3), applicable to 1983 et seg. Subsec. (5) formerly read: 


(5) Individual resident — Notwithstanding subsection (4), 
where an individual was resident on the last day of-a taxation 
year in a province that, on the Ist day of January 1973, was a 
province providing schooling allowances within the meaning 
of the Youth Allowance Act, the amount of the excess referred 
to in that subsection shall be reduced by an amount equal to 
16.5% of the amount thereof. 


(6) Individual not resident — Where an individ- 
ual was not resident in Canada throughout the taxa- 
tion years referred to in paragraph (2)(b), the amount 
determined under that paragraph shall be equal to the 
amount that would have been so determined if the 
individual, had been resident in Canada throughout 
those years and the individual’s incomes for those 
years had been from sources in Canada. 


(7) Application — This section does not apply to 
an individual described in subsection (6) unless the 
individual’s legal representatives have, on or before 
the day on or before which they were required to file 
the individual’s return of income under this Part for 
the taxation year in which the individual died (or 
would have been required to file such a return had 
tax been payable by the individual under this Part for 
the year), filed a return of the individual’s income 
for each of the three taxation years referred to in par- 
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agraph (2)(b) in the same form and containing the 
same information as the return that the individual, or 
legal representatives, would have been required to 
file under this Part if the individual had been resident 
in Canada throughout each of those three years and 
if tax had been payable by the individual under this 
Part for each of those three years. 


(8) Amount required to be included — Where 
an amount is required by virtue of this section to be 
included in computing the individual’s tax otherwise 
payable under this Part for a taxation year, the refer- 
ences in subsection 120(1) and section 121 of this 
Act and subsection 120(3.1) of the Income. Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
to “the tax otherwise payable under this Part” shall 
be read as references to “the amount that would, but 
for section 120.1, be the tax otherwise payable under 
this Part’. 


I.T. Application Rules [subsec. 120.1(8)]: 69 (meaning of 
“Income Tax Act, chapter 148 of the Revised Statutes of Canada, 
1952”). 


Pre-RSC History [s. 120.1]: S. 120.1 added by 1980-81-82-83, c. 
140, s. 80, applicable to 1982 et seq. 


Selected Cases [s. 120.1]: Miller v. MNR, [1990] 2 C.T.C. 4 
(FCTD); rev'd (sub nom. Miller v. R) [1993] 1 C.T.C. 269, 93 DTC 
5035 (FCA) (Amendment of election permitted subsequent to 
filing). 

Definitions [s. 120.1]: “accumulated averaging amount” — 
110.4(8); “amount” — 248(1); “Canada” — 255; “individual”? — 
248(1); “resident in Canada” — 250; “tax payable” — 248(2); “tax- 
able income” — 2(2), 248(1); “taxation year” — 249. 


120.2 (1) Minimum tax carry-over — There may 
be deducted from the amount that, but for this sec- 
tion and sections 120 and 120.1, would be the tax 
payable under this Part by an individual for a partic- 
ular taxation year such amount as the individual may 
claim not exceeding the lesser of 


(a) the portion of the total of the individual’s ad- 
ditional taxes determined under subsection (3) for 
the 7 taxation years immediately preceding the 
particular year that was not deducted in comput- 
ing the individual’s tax payable under this Part 
for a taxation year preceding the particular year, 
and 


(b) the amount, if any, by which 


(i) the amount that, but for this section, sub- 
section 117(6), sections 120 and 120.1, would 
be the individual’s tax payable under this Part 
for the particular year if the individual were 
not entitled to any deduction under any of sec- 
tions 126, 127 and 127.2 to 127.4 


exceeds 


(ii) the individual’s minimum amount for the 
particular year determined under section 
1272S 
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(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 120.2(2) repealed by 1988, c. 55; .sub- 
sec. 95(1), applicable to 1987 et seg. Subsec. (2) formerly read: 


(2) Death of individual — Notwithstanding subsection (1), 
where an individual dies in a taxation year (in this subsection 
referred to as the “year of death”), in computing for each of 
the 3 taxation years (in this subsection referred to as the “par- 

- ticular year”) preceding the year of death the amount that, but 
for sections 120 and 120.1’ and this section, would be the tax 
payable under this Part by him for the particular year, there 
may be deducted, in addition to any amount that may be de- 
ducted under subsection (1), such amount as may be claimed 
not exceeding the lesser of 


(a) the portion of the-aggregate of his additional taxes de- 
' {termined under subsection (3)-for the 7 taxation years im- 
mediately preceding the particular year and any taxation 
year subsequent to the particular year that was not de- 
_ ducted in computing his tax payable under this Part for 
any other taxation year, and 
(b) the amount, if any, by which 


(i) the amount that, but for subsection 117(6), sec- 
tions 120 and 120.1 and this section, would be his 
tax payable under this Part for the particular year if 
he were not entitled to. any deduction under any of 
sections 126, 127 and 127.2, to 127.4 


exceeds 


(ii) his minimum amount for the particular year de- 
termined under section. 127.51. 


(3) Additional tax determined — For the pur- 
poses of subsection (1), additional tax of an individ- 
ual for a taxation year is the amount, if any, by 
which 


(a) the individual’s minimum amount for the year 
determined under section 127.51 


exceeds the total of 


(b) the amount that, but for subsection 117(6) and — 


sections 120 and 120.1, would be the tax payable 
by the individual under this Part for the year if 
the individual were not entitled to any deduction 
under any of sections 126, 127 and 127.2 to 
127.4, and 


(c) that proportion of the amount, if any, by 
which | 
(i) the individual’s special foreign tax -credit 
for the year determined under section 127.54 


exceeds 


(ii) the total of all amounts deductible under 
section 126 from the individual’s tax for the 
year 

that 
(iii) the amount of the individual’s foreign 
taxes for the year within the meaning assigned 
by subsection 127.54(1) 

is of 
(iv) the amount that would be the individual’s 
foreign taxes for the year within the meaning 


assigned by subsection 127.54(1) if the defini- 
tion “foreign taxes” in that subsection were 


S.120.3 


read without reference to “/3 of’. 
Related Provisions: 117(1) — Tax payable under this Part. 


(4) Where subsec. (1) does not apply — Sub- 
section (1) does not apply in respect of . 


_(a) a return of income of an individual filed under 
subsection 70(2), paragraph 104(23)(d). or 
128(2)(e) or subsection 150(4); or 


(b) a taxation year of an individual in respect of 
which the individual has made an election under 
section 119. 

Pre-RSC History: That portion of subsecs. (3), (4) preceding para. 


(a) of each amended to delete reference to subsec. (2) by 1988, c. 
55, subsecs. 95(2),(3), applicable to 1987 et seq. 


Pre-RSC History [s. 120.2]: S. 120.2 added by 1986, c. 55, s. 38; 
subsec. 120.2(1) applicable to taxation years commencing after 
1985, and subsecs. (2), (3) and (4) applicable to taxation years com- 
mencing after 1983. ) 


Selected Cases [s. 120.2]: Netupsky v. Canada, [1995] 1 C.T.C. 
2321 (TCC) (Alternative minimum tax not unconstitutional). 


Definitions [s. 120.2]: 
payable” — 248(2); “ 


“amount”, “individual” — 248(1); “tax 


120.3 CPP/QPP disability benefits for 
previous years — There shall be added in com- 
puting an individual’s tax payable under this Part for 
a particular taxation year the total of. all amounts 
each.of which is the amount, if any, by which 


(a) the amount that would have been the tax pay- 
able under this Part by the individual for a pre- 
ceding taxation year if that portion of any amount 
not included in computing the individual’s in- 
come for the particular year because of subsec- 
tion 56(8) and that-relates to. the preceding year 
had been. included in computing the individual’s 
income for the preceding year 
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exceeds 


(b) the tax payable under this Part by the individ- 
ual for the preceding year. 


History: S: 120.3 added by 1994, c. 7, Sch. II (1991, c. 49), s. 98, 
applicable to 1990 et seq. 


Definitions [s. 120.3]: “amount”, “individual” — 248(1);. “tax 
payable” — 248(2); “taxation year” — 249. 


121. Deduction for taxable dividends — There 
may be deducted from the tax otherwise payable 
under this Part by an individual for a taxation year 7/3 
of any amount that is required by paragraph 82(1)(b) 
to be included in computing the individual’s income 
for the year. 


Related Provisions: 82(2) — Dividends deemed received by tax- 
payer; 117(1) — Tax payable under this Part; 118.92 — Ordering of 
credits; 120.1(8) — Where amount included by s. 120.1. 


Pre-RSC History: S. 121 substituted by 1986, c. 55, s. 39, appli- 
cable with respect to taxable dividends received after 1986. S. 121 
formerly read: 


121. Deduction in respect of taxable dividends — There 
may be deducted from the tax otherwise payable under this 
Part by an individual for a taxation year 68% of any amount 
that is, by paragraph 82(1)(b), required to be included in com- 
puting his income for the year. 


S. 121 substituted by 1980-81-82-83, c. 140, s. 81, applicable with 
respect to dividends received after 1981, to substitute “68%” for 
Ta 


S. 121 substituted by 1977-78, c. 1, s. 58, applicable with respect to 
taxable dividends received after 1976, to substitute wig TO baat aes 


Definitions [s. 121]: “ 248(1); “ 
year” — 249, 

I.T. Application Rules: 40(1), (2). 

Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-295R4: Taxable dividends received 


after 1987 by spouse; IT-524: Trusts — flow-through of taxable 
dividends to a beneficiary after 1987. 


amount’, “individual”? — taxation 


122. (1) Tax payable by inter vivos trust — 
Notwithstanding section 117, the tax payable under 
this Part by an inter vivos trust on its amount taxable 
for a taxation year shall be 29% of its amount taxa- 
ble.for the year. ; 


Related Provisions: 104(2) — Multiple trusts can be considered 
as One, to prevent multiplication of low rate of tax for testamentary 
trusts; 122(2) — Exception; 143(1) — Communal religious congre- 
gation deemed to be inter vivos trust; 146.1(11) — RESP deemed to 
be inter vivos trust. 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
taxation of income from property. 


(1.1) Deductions [personal credits] not per- 
mitted — No deduction may be made under section 
118 in computing the tax payable by a trust for a tax- 
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ation year. 


Pre-RSC History: Subsec. 122(1) amended to substitute “29%” 
for “34%” and subsec. (1.1) added, by 1988, c. 55, s. 96, applicable 
to 1988 et seq. 


Subsec. 122(1) substituted by 1985, c. 45, subsec. 66(1), applicable 
to 1985 et seg. Subsec. 122(1) formerly read: 


122. (1) Tax payable by inter vivos trust — Notwithstand- 
ing section 117, the amount determined under that section to 
be the tax payable under this Part by an infer vivos trust other 
than a mutual fund trust upon its amount taxable for a taxa- 
tion year is the greater of 


(a) 34% of its amount taxable for the year, and 


(b) the amount otherwise determined thereunder to be its 
tax payable under this Part upon its amount taxable for 
the year. 


Para. 122(1)(a) substituted by 1980-81-82-83, c. 140, subsec. 82(1), 
applicable to the 1982 and subsequent taxation years, to substitute 
“34%” for “35%”’. 


interpretation Bulletins: IT-83R3: Non-profit organizations — 
taxation of income from property; IT-406R2: Tax payable by an in- 
ter vivos trust. 


(2) Where subsec. (1) does not apply — Sub- 
section (1) is not applicable for a taxation year of an 
inter vivos trust other than a mutual fund trust if the 
trust 


(a) was established before June 18, 1971; 


(b) was resident in Canada on June 18, 1971 and 
without interruption thereafter until the end of the 
year; 


(c) did not carry on any active business in the 
year; 


(d) has not received any property by way of gift 
since June 18, 1971; and 


(e) has not, after June 18, 1971, incurred 
(i) any debt, or 
(ii) any other obligation to pay.an amount, 


to, or guaranteed by, any person with whom any 
beneficiary of the trust was not dealing at arm’s 
length. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries; 
IT-405R2: Tax payable by an inter vivos trust. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 122(3) repealed by 1985, c. 45, subsec. 
66(2), applicable to 1985 et seg. Subsec. 122(3) formerly read: 


(3) Tax payable by mutual fund trust — Notwithstanding 
section 117, the amount determined under that section to be 
the tax payable under this Part by a mutual fund trust upon its 
amount taxable for a taxation year is the aggregate of 


(a) 34% of the lesser of 


(i) the amount, if any, by which its taxable capital 
gains for the year from dispositions of property ex- 
ceeds the aggregate of its allowable capital losses for 
the year from dispositions of property and the 
amount, if any, deducted under paragraph 111(1)(b) 
from its income for the year for the purpose of com- 
puting its taxable income, and 


(ii) its taxable income for the year, and — 


1026 


Subdiv. a — Computation of Tax: Individuals 


(b) the greater of . 


(i) 34% of the amount, if any; by which the amount 
determined under subparagraph (a)(ii) exceeds the 
amount determined under subparagraph (a)(i), and 


(ii) the amount that would, but for this subsection, be 
determined. under-section 117 to.be its tax payable 
under this Part upon its amount taxable for the year if 
its amount taxable were equal to the amount of the 
excess described in subparagraph (i). 


Subpara. 122(3)(a)(#) substituted by 1984, °c. 1, subsec. 64(1), to 
substitute “deducted” for “deductible”, ‘applicable to 1983 er seq. 
with respect to amounts deductible under paragraph 111(1)(b) in re- 
~ spect of losses determined for 1983 et seq. 


All that portion of para. 122(3)(a) preceding subpara. (i) and sub- 
para. 122(3)(b)(i) substituted by 1980-81-82-83, c. 140, subsecs. 
82(2) and 82(3), applicable to the 1982 and subsequent taxation 
years, to substitute “34%” for “35%”. 


Para. 122(1)(a), all that portion of para. 122(3)(a) preceding sub- 
para. (i), subpara..122(3)(b)(i) substituted by 1976-77, c..10, sub- 
secs. 52(6)-(8), applicable to 1977 et seq., to substitute “35%” for 
39%"? 
Definitions [s. 122]: “allowable capital loss” — 38(b), 248(1); 
“amount”, “business” — 248(1); “Canada” — 255; “inter vivos 
trust” — 108(1), 248(1); “mutual fund trust” — 132(6), 248(1); 
“person”, “property” —'248(1); “resident in Canada” — 250; “tax 
payable” — 248(2); “taxable capital gain” — 38(a), 248(1); “taxa- 
ble income” — 2(2), 248(1); “taxation year” — 249; “trust” — 
_ 104(1), 2481), (3). 


Information Circulars [s. 
organizations. 


122]: 78-5R2: Communal 


122.1 [Repealed under former Act] 


Pre-RSC History: S. 122.1 repealed by 1985, c. 45, s. 67, applica- 
ble to 1985 et seq. S. 122.1 formerly read: 


122.1 (1) Deduction from tax otherwise payable — An in- 
dividual (other than a trust) who resided in a prescribed prov- 
ince on December 31, 1978 shall deduct from the tax other- 
wise payable under this Part by him for the 1978 taxation 
year an amount equal to the lesser of 


(a) $100, and 


(b) the amount that would, but for this subsection, be the 
tax payable by him under this Part for the year. 


_ (2) Deduction from tax otherwise payable — An individ- 
ual (other. than a trust) who, resided on December 31, 1977 in 
a provinee (other.than the Northwest Territories, the Yukon 
Territory or a province prescribed for the purposes of subsec- 
tion (1)) with which the Government of Canada did not, on 

- April 10, 1978, have a tax collection agreement pursuant to 
Part Ill of the Federal-Provincial Fiscal Arrangements and 
Established Programs Financing Act, 1977 shall deduct from 
the tax. otherwise payable under this Part by him for the 1977 

_ taxation year an amount equal to the lesser of 


(a) $85, and 


(b) the amount that would, but for this subsection, be the 
tax payable by him under this Part for the year. 


(3) Application — Notwithstanding subsections (1) and (2) 
and 248(2), no deduction shall be made under this section ex- 
cept for the purposes of determining, after the day on or 
before which an individual was required to file his return of 
income for a taxation year, the balance of tax, interest and 
penalties. unpaid or his overpayment of tax for the year, and 


“Indexed by s. 117.1. 


S. 122.2(1)) 


-except for those purposes, any reference in this Act to his tax, 

tax payable, or tax otherwise payable, for that year shall be 
read as a reference to his tax, tax payable or tax otherwise 
payable, as the case may be, for the year before the deduction 
provided under this section. 


(4) When overpayment arises — For the purposes of sub- 
section 164(3), the portion of any Overpayment that arose as a 
consequence of a deduction made by an individual pursuant 
to subsection (2) shall be deemed -to have arisen on the day 
the portion is refunded or applied on other liability. .3 


— §. 122.1 added by 1977-78, c. 32, s. 30,. applicable, as to subsec. 


122.1(1), to the 1978 taxation year, as to subsecs. 122.1(2), (4), to 
the 1977 taxation year, and, as to subsec. 122.1(3), to the 1977 and 
1978 taxation years. 


122.2 (1) [Repealed] 


History: Subsec. 122.2(1) repealed by 1994, c..7, Sch, VII (1992, 
c. 48), subsec. 10(2), applicable to 1993 et seq. Subsec. (1) formerly 
read: fee be 


122.2 (1) Amount deemed paid in prescribed manner — 
Where an individual who has an eligible child files with the 
individual’s return of income (other than a return of income 
filed under subsection 70(2) or 104(23), paragraph 128(2)(e) 
or subsection 150(4)) under thig Part for a taxation year a pre- 
scribed form, containing prescribed information, completed 
by the individual or, where the individual resided at the end 
of the year with a supporting person of that child, jointly by 
the individual and that supporting person, the amount, if any, 
by which : | 
' (a) the total of 
(i) the product obtained when $559" is multiplied. by 
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the number of eligible children of the individual for 
the year, and 


(ii) the total of all amounts each of which is, in re- 
spect of an eligible child of the individual for the 
year who is under 7 years of age at the end of the 
year, the amount, if any, by which $200° exceeds 
25% of such portion of all amounts deducted under 
section 63 for the year as may reasonably be consid- 
ered to have been paid in respect of the child 


exceeds 
(b) 5% of the amount, if any, by which 


(1) the total of all amounts each of which is the in- 
come for the year of the individual or a supporting 
person of an eligible child of the individual for the 
year 


exceeds 
(i) $24,090* 


shall be deemed to be an amount paid by the individual, in 
prescribed manner and on prescribed dates, on account of the 
individual’s tax under this Part for the year. 


Pre-RSC History: Para. 122.2(1)(a) substituted by 1988, c. 55, 
subsec. 97(1), applicable to 1988 et seq. except that for the 1988 
taxation year the reference to “$200” in subpara. 122.2(1)(a)(ii) 
shall be read as a reference to “$100”. Para. 122.2(1)(a) formerly 
read: 


(a) the product obtained when $524 is multiplied by the num- 
ber of children each of whom was an eligible child of the in- 
dividual for the year 


Subpara. 122.2(1)(b)(ii) substituted by 1988, c. 55, subsec. 97(2), 
applicable to 1988 et seq. Subsec. 122.2(1)(b)(ii) formerly read: 


(ii) $23,500 
Para. 122.2(1)(a) amended by 1986, c. 6, subsec. 67(1), to substitute 
“$524” for “$343”, applicable to 1986 et seq., except that the refer- 


ence to “$524” shall be read as a reference to “$454” for the 1986 
taxation year and “$489” for the 1987 taxation year. 


Subpara. 122.2(1)(b)(ii) amended by:1986, c. 6, subsec. 67(2), ap- 
plicable to 1986 et seq., to substitute “$23,500” for “$26,330”. 


Subsec. 122.2(1) substituted by 1984, c. 1, subsec. 65( 1), applicable 
to 1983 et seq. Subsec. 122.2(1) formerly read: 


122.2 (1) Amount deemed paid in prescribed manner — 
Where an individual (other than a trust) files with his return 
of income (other than a return of income filed under subsec- 
tion 70(2) or 104(23), paragraph 128(2)(e), or subsection 
150(4)) under this Part for a taxation year a prescribed form, 
containing prescribed information, completed 


(a) jointly by the individual and his spouse, where the in- 
dividual was married_and resided with his spouse at the 
end of December of the year, and 
(b) by the individual, in any other case, 

the amount, if any, by which 
(c) the product obtained when $200 is multiplied by the 


number of children each of whom was an eligible child 
of the individual for the year 


exceeds 


(d) 5% of the amount, if any, by which the income of the 
individual’s family for the year exceeds $18,000 


shall be deemed to be an amount paid by him, in prescribed 
manner and on prescribed dates, on account of his tax under 
this Part for the year. 
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All that portion of subsec. 122.2(1) preceding para. (a) substituted 
by 1980-81-82-83, c. 48, subsec. 67(1), applicable to 1980 et seg. 
That portion formerly read: 


122.2 (1) Where an individual (other than a trust) files with 

his return of income under this Part for a taxation year a pre- 

scribed form, containing prescribed information, completed 
1982 Application: 1980-81-82-83, c. 
follows: 


140, s. 83 provides as 


83. In its application to the 1982 taxation year, paragraph 
122.2(1)(c) shall be read as follows: 


(c) the product obtained when the aggregate of 
(i) $50, and 
(ii) $200 


is multiplied by the number of children each of whom 
was an eligible child of the individual for the year 


INDEXED AMOUNTS _. 

Maximum tax credit per child: for 1979, $218; for 1980, $238; 
for 1981, $261; for 1982, $343; for 1983, $343; for 1984, 
$367; for 1985, $384; for 1986, $454; for 1987, $489: for 
1988, $559; for 1989, $565; for 1990, $575; for 1991, $585; 
for 1992, $601. 

Additional amount: for 1988, $100; for 1989, $200. 

Family income threshold: for 1979, $19,620; for 1980, $21,380; 
for 1981, $23,470; for 1982, $26,330; for 1983 to 1985, 
$26,330; for 1986, $23,500; for 1987, $23,760; for 1988, 
$24,090; for 1989, $24,355; for 1990, $24,769; for 1991, 
$25,215; for 1992, $25,921. 


(2) [Repealed] 

History: Subsec. 122.2(2) repealed by 1994, c. 7, Sch. VII (1992, 
c. 48), subsec. 10(2), applicable to 1993 et seq. Subsec. (2) foumeny 
read: 


(2) Definitions — In this section, 


“eligible child” of an individual for a taxation year means a 
- child in respect of whom the individual 


(a) is entitled to receive a family allowance under the 
Family Allowances Act 


(i) in December of the year, or 


(ii) where the child died or attained the age of 18 
years during any month in the year, in that month, or 


(b) would be entitled to receive a family allowance under 
the Family Allowances Act in December of the year if 
under that Act such an allowance were payable in the 
month in which the child becomes a child of the individ 
ual or becomes resident in Canada; 


“supporting person” of an eligible child of an indi vitin} pt a 
taxation year means 


(a) where the individual was married and resided with the 
individual’s spouse at the end of the year, that spouse, 
(b) where the eligible child is the child of the individual 
and another person who resided together at the end of the 
year, that other person, and 


(c) any taxpayer who deducted an amount under section 
118 for the year in respect of an eligible child of the 
individual. 
The definition “eligible child” in subsec, 122.2(2) substituted by 
1994, c. 7, Sch. VII (1992, c. 48), subsec. 10(1), applicable to the 
1992 taxation year. The definition formerly read: 


“eligible child” of an individual for a taxation year means a 
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child in respect.of whom the individual is entitled 
(a) in January of the following taxation year, or 


(b) where the child died or attained 18 years of age dur- 
ing any month in the year, in that month 


to receive a family allowance under the Family Alibsieibes 

Act; . 
Pre-RSC History: The definition “eligible child” was para. 
122.2(2)(a); “supporting person”, 122.2(2)(b). 
Para. 122.2(2)(a) substituted and subpara. 122.2(2)(b)(iii) Anieaded 
to substitute “section 118” for “section 109”; by. 1988, c. 55, sub- 
secs. 97(3), (4), applicable to, 1988 et seg. Para. 122.2(2)(a) for- 
merly read: 


(a) “eligible child” — “eligible child” of an individual for a 

~ taxation year means a child in respect of whom the individual 
is entitled to receive or would, but for the death of the child in 
the year while he was resident in Canada; be entitled ‘to ‘re- 
ceive in January of the following year a family allowance 
under the Family Allowances Act, 1973; and 


Para. 122.2(2)(a) amended by 1986, c. 44, s. 1, to substitute “is enti- 
tled to receive or would, but for the death of the child in the year 
while he was resident in Canada, be entitled to receive” for “was 
entitled to receive”, applicable to 1986 et seq. 


Para. 122. 2(2)(b) substituted by 1984, c. 1, subsec. 65(2), applicable 
to 1983 et seq. Para. 122.2(2)(b) formerly read: 


(b) “income of the individual’s family” — “income of the in- 
dividual’s family” for a taxation year means the aggregate of 


(i) the income for the year of the individual, and 


(ii) the income for the year of his spouse while married, 
if the individual resided with his spouse at the end of De- 
cember of the year: 


Para. 122.2(2)(a) substituted by 1980-81-82-83, c. 48, subsec. 67(2), | 


applicable to 1980 et seq. Para. 122.2(2)(a) formerly read: 


(a) “eligible child” of’an individual for a taxation year means 
a child who had not attained the age of 18 years before the 
end of the year;and in respect of whom the individual was 
entitled to receive a family allowance under the Family Al- 
lowances Act, 1973 in December of the year, or would have 
been so entitled if under the Act such an allowance were pay- 
able in the month in which a child.is born or becomes resi- 
dent in Canada; and - 


Para. 122:2(2)(b) substituted by 1980-81-82-83, c. 47; subsec. 
24(1). : 


Pre-RSC History [s. 122.2]: S. 122.2 added by 1978-79, c. 5,'s. 
4, applicable to 1978 et seq. 


122.3 (1) Deduction from tax payable where 
employment out of Canada [Overseas 
employment credit] — Where an individual is 
resident in Canada in a taxation year and, throughout 
any period of more than 6 consecutive months that 
commenced before the end of the year and included 
any part of the year (in this subsection referred to as 
the “qualifying period”) 
(a) was employed by a person who was a speci- 
fied employer, other than for the performance of 
services under a prescribed international develop- 
ment assistance program of the Government of 
Canada, and 


(b) performed all or Satistabtialty all the duties of 
the individual’s employment outside Canada 


(i) in connection with a contract under which 


S. 122.3(1) 


the specified employer carried on business 
outside Canada with respect to 


(A) the exploration for or exploitation of 
petroleum, natural gas, minerals or other 
similar resources, 


(B) any construction, installation, agricul- 
tural or engineering activity, or 


(C) any prescribed activity, or 


(ii) for the purpose of obtaining, on behalf of 
the specified employer, a contract to under- 
take any of the activities referred to in clause 
(A), (B) or (©), 
there may be deducted, from the amount that would, 
but for this section, be the individual’s tax payable 
under this Part for the year, an amount equal to that 
proportion of the tax otherwise payable under this 
Part for the year by the individual that the lesser of 


(c) an amount equal to that proportion of $80,000 
that the number of days 


(i) in that portion of the qualifying period that 
is in the year, and 


(ii) on which the individual was beditient in 
Canada 


is of 365, and . 
(d) 80% of the individual’s income for the year 
from that employment that is reasonably attribu- 
table to duties performed on the days referred to 
in paragraph (c) 

is of 
(e) the amount, if any, by which 


(i) where section 114 is not applicable to the 
individual in respect of the year, the total of 
the individual’s income for the year and the 
amount, if any, included pursuant to subsec- 
tion 110.4(2) in computing the individual’s 
taxable income for the year, and 


(ii) where section 114 applies to the individual 
in respect of the year, the total of 


(A) the individual’s income for the period 
or periods in the year referred to in para- 
graph 114(a), and 

(B) the amount that would be determined 
under paragraph 114(b) in respect of the 
individual for the year if subsection 115(1) 
were read without reference to paragraphs 


115(1)(d) to (f) 
exceeds 


(iii) the total of all amounts each of which is 
an amount deducted by the individual under 
section 110.6 or paragraph 111(1)(b) or de- 
ductible by the individual under paragraph 
110(1)(d.2), (d.3), (f) or G) for the year or in 
respect of the period or periods referred to in 
subparagraph (ii), as the case may be. 
Related Provisions: 117(1)— Tax payable under this Part; 
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122.3(1.1) No © credit for | incorporated 
126(1)(b)(i)(E)(1) — Foreign tax credit. 


History: Subpara. 122.3(1)(c)(i) substituted by 1994, c. 21, sub- 
sec. 56(1), applicable to 1992 er seg., except that a taxpayer may 
elect that the amendment not apply to the taxpayer’s 1992 taxation 
year by so notifying the Minister of National Revenue in writing 
before the end of December 1994. Subpara. 122.3(1)(c)(ii) formerly 
read: 


employee. 


(ii) on which the individual was resident in Canada or carry- 
ing on business in Canada, 


Subpara. 122.3(1)(e)(ii) substituted by 1994; c. 21, subsec. 56(2), 
applicable to 1993 et seg. That subpara. formerly read: 


(ii) where section 114 is applicable to the individual in re- 
spect of the year, the individual’s income for the period or 
periods in the year referred to in paragraph 114(a) 
That portion of para. 122.3(1)(b) preceding cl. (i)(A) substituted by 
1994, c. 7, Sch. II (1991, c. 49), s. 99, applicable to 1985 et seq. 
That portion formerly read: 


(b) performed all or substantially all the duties of the individ- 
ual’s employment in one or more countries other than Canada 


(i) in connection with a contract under which the speci- 
fied employer carried on business in that country or those 
countries with respect to 


Pre-RSC History: Subpara. 122.3(1)(e)(iii) amended by 1988, c. 
55, s. 98, to substitute “110(1)(d.2), (d.3), (f) or @) for 
“110(1)(d.2), (d.3), (£) or (j) or section 110.1”, applicable to 1988 et 
seq. 


Subpara. 122.3(1)(e)(iii) amended by 1986, c. 6, subsec. 68(1), ap- 
plicable to 1985 et seq., to substitute “under section 110.6 or para- 
graph 111(1)(b) or deductible by him under paragraph 110(1)(d.2), 
(d.3), (f) or Qj) or section 110.1” for “under paragraph 111(1)(b) or 
deductible by him under paragraph 110( 1)(f) or section 110.1”. 


Para. 122.3(1)(d) amended by 1985, c. 45, s. 68, to substitute “from 
that employment” for “from employment”, applicable to 1985: et 
seq. : 


Regulations: 3400 (prescribed international development assis- 
tance program for 122.3(1)(a)); 6000 (prescribed activity for 
122.3(1)(b)(i)(C) is activity under contract with UN). 


Interpretation Bulletins: IT- 497R3: _ Overseas employment tax 
credit. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Forms: 1626: Overseas employment tax credit. 


(1.1) Excluded income — No amount may be in- 
cluded under paragraph (1)(d) in respect of an indi- 
vidual’s income for a taxation year from the individ- 
ual’s employment by an employer where 


(a) the employer carries on a business of provid- 
ing services and does not employ in the business 
throughout the year more than 5 full-time 
employees; 


(b) the individual 


(i) does not deal at arm’s length with the em- 
ployer, or is a specified shareholder of the em- 
ployer, or 


(ii) where the employer i is a hasitiacatiip, does 
not deal at arm’s length with a member of the 
partnership, or is a specified shareholder of a 
member of the partnership; and 


(c) but for the existence of the employer, the indi- 
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vidual would reasonably be regarded as an em- 
ployee of a person or partnership that is not a 
specified employer. 


History: Subsec. 122.3(1.1) added ae 1997, c. 25, s. 31, applicable 
to 1997 et seq. 


(2) Definitions — In subsection (1), 


“specified employer” means 
(a) a person resident in Canada, 


(b) a partnership in which interésts that exceed in 
total value 10% of the fair market value of all in- 
terests in the partnership are owned by persons 
resident in Canada or corporations controlled by 
persons resident in Canada, or 


(c) a corporation that is a foreign affiliate of a 
person resident in Canada; 


“tax otherwise payable under this Part for the 
year” means the amount that, but for this section and 
sections: 120, 120.1, 120.2, 121, £26; 127 and 127.2 
to 127.4, would be the tax payable under this Part for 
the year. 

Pre-RSC History: The definition he tae employer” was para. 
122.3(2)(a); “tax otherwise payable ...”, 122. 3(2)(b). 


Para. 122.3(2)(b) substituted by 1986, c. 55, s. 40, to add reference 
to section 120.2, applicable to 1984 et seg. 


Para. 122.3(2)(b) amended by 1986, c. 6;‘subsec. 68(2), to substitute 


“and 127.2 to 127.4”. for “127.2 or 127.3”, applicable to 1985 et 


seq. 


Para. 122.3(2)(b). substituted by 1984, c. 45, s. 39, applicable to 
1984 et seq. Para. 122.3(2)(b) formerly read: 


(b) “tax otherwise payable under this’ Part for the 
year’ — “tax otherwise payable under this Part for the year” 
means the amount, if any, by which the tax payable under this 
Part for the taxation year (before making any addition under 
section 120.1 or any deduction under section 120.1, 121, 126, 
127, 127.2 or 127.3) exceeds the amount, if any, deemed by 
subsection 120(2) to have been paid.on account of tax under 
this Part for the year. 


Pre-RSC History [s. 122.3]: S. 122.3 ‘added by 1984, ¢. 1, sub- 
sec. 66(1), applicable by 1984, c. 45, subsec. 103(1) (deemed in 
force January 19, 1984) to 1984 et seg. except that in its application 
toa qualifying period referred to in section 122.3 that » 


(a) commenced before 1984, or 


‘(b) commenced before 1987, where an individual “was em- 
-ployed throughout the qualifying period in connectién with a 
contract referred to in subpara. 122. 3(1)(b)G), that was entered 
into before August 16, 1983, 


para. 122.3(1)(a) shall be read without reference to the words “other 
than for the performance of services under a prescribed international 
development assistance program of the.Government of Canada”. 


Definitions [s. 122.3]; “amount” — 248(1); “arm’s length” — 
251(1);_ “business” — 248(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “employed”, “employer”, “employment” — 28(1); 
“foreign affiliate” — 95(1), 248(1); “individual” — 248(1); “per- 
son” — 248(1); “qualifying period” — 122.3(1); “resident in Can- 
ada” — 250; “specified employer” — 122.3(2): “specified share- 
holder” — 248(1); “tax otherwise payable” — 122.3(2);, “tax 
payable” — 248(2); “taxable income” — 2(2), 248(1); “taxation 
year” — 249, 
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122.4 [Repealed under former Act] 


Pre-RSC History: S. 122.4 repealed by 1990, c. 45, s. 47, applica- 
ble to 1991 et seg. S. 122.4 had read: 


122.4 (1) Definitions — Subject to subsection (2), in this 
section, 


“eligible individual” for a taxation year means an individual 
(other than a trust) who, at the end of the year, is 


(a) married, 
(b) a parent of a child, or 


(c) 19. years of age or over; 


“qualified relation” of an individual for a taxation year means 


(a) not more than one person who, in the year, was the 
spouse of the individual other than a person who, at the 
end of the year.or, where the person, died in the year, at 
the time of death, was living apart from the individual by 
reason of the breakdown of their marriage, and : 


(b) a person, other than an eligible individual or a person 
in respect of whom an amount is deemed to. have been 
paid by any other individual under this section for the 
year, who is 


(i) a person in respect of whom the individual, or the 
spouse referred to in paragraph (a), was the only per- 
son who deducted an amount under section’ 118 for 
the year, or 


(11) a person (other this a person referred to in’ sub- 
paragraph (i)). who is a child of the individual and 
who was pind with the individual at the end of the 
year. 


(2) Persons not eligible individuals or qualified rela- 
tions — An individual shall be deemed not to be an eligible 
‘individual or a qualified relation of an cusienbe cine fora taxa- 
tion year where he was a person 


(a) referred to in paragraph 149(1)(a) or (b) for the year; 


(b) confined in the year to a prison or similar institution 
for a period or periods the aggregate of which in the year. 
was more than six months; or 


(c) who at no time in the year was resident,in-Canada. 


(3) Amount deemed paid on account of tax — Where an 
eligible individual for a taxation year files with his return of 
income (other than a return of income filed under subsection 
70(2), paragraph 104(23)(d) or, 128(2)(e) or subsection 
150(4)) under this Part for the year a prescribed form, con- 
taining prescribed information, completed by the individual 
or, where the individual was married and was living with his 
spouse at the end of the year, jointly by the individual and his 
spouse, the amount, if any; by which the aggregate of 


(a) $140 for the eligible individual, 


(b) $140 for a qualified relation of the individual for the 
year who was the individual’s spouse, and 


(c) the product obtained when $70 is multiplied by the 
number of other qualified relations of the re ical for 
the year, 


exceeds 5% of the amount, if any, by which 


(d) the aggregate of all amounts each of which is the in- 
come for the year of» 


~ (i) the individual, 
(ii) the individual’s spouse, where the spouse is a 
qualified relation of the individual for the year, 


(iii) a parent (other than a person referred to in sub- 
paragraph (i) and-(ii)) of a child where the child is a 
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qualified relation of the individual for the year and 
the parent and the individual were living together at 
the end ofthe year, or 


(iv) a person (other than a person referred to in any 
of subparagraphs (i) to (iii)) who deducted an 
amount under section 118 for the year in respect of'a 
qualified relation of the individual, other than in re- 
spect of the individual’s spouse : 


exceeds 
(e) $18,000 


shall be deemed to be an amount paid by him at the one ne the 
year on account of his tax under this Part for the year. 


(4) Filing by married individuals — Notwithstanding sub- 
section (3), where two individuals are married to each other 
and one is a qualified relation of the other for a taxation year, 
only one of them may file a prescribed form under subsection’ 
(3) for the year. 
Paras. 122.4(3)(a) to (c) amended by 1990, c. 39, subsec. 27(1), to 
substitute “$140” for “$70” in (a) and (b) and “$70” for “$35” in (c) 
and to delete “himself” from the end of (a), applicable to the 1989 
and 1990 taxation years except that for the 1989 taxation year the 
references to “$140” and “$70” shall be read as references to 
“$100” and **$50” respectively. 


Para. 122. 4(3)(e) substituted by subsec. 27(2) of the said c. 39, ap- 
plicable to the 1990 taxation year. Para. (e) formerly read: 


(e) $16,000. 


Para: (c) of the definition “eligible individual” in subsec. 122.4(1), 
amended by 1988, c. 55, subsec. 99(1), ‘to substitute STO”: for “18”, 
applicable to 1988 et seq. 


Subpara. (b)(i) of the definition cauatined relation” in subsec. 
ee nts amended by ibe c. 55, subsec. 99(2), to substitute “the 
spouse” for “his spouse” and “deducted an amount under section 
118” for “claimed a deduction under section 109”, applicable to 
1988 et seq. . 


Para. 122.4(2)(c) substituted by 1988, c. 55, subsec. 99(3), applica- 
ble to. 1988 et seg. Para. 122.4(2)(c) formerly read: 
(c) not resident in Canada at any time in the year. 

Subsec. 122.4(3) amended by 1988, c. 55, subsec: 99(4), to substi- 
tute, in para. (a), “$70” for “$50”, in para. (b); “$70” for “$50” and 
“the individual’s spouse” for “his spouse”, in para. (c), “$35” for 
“$25’;-in-subpara. (d)(iv), “section 118” for “section, 109”, and in 
para. (e), “$16,000” for “$15,000”, applicable to, 1988 et. seq. 


All that portion of para. (b) of the definition “qualified relation” in 
subsec. 122.4(1) preceding subpara. (1) substituted by 1987; c. 46, 
subsec. 44(1), to add “or a person in respect of whom an amount is 
deemed to os been paid by any other individual under this section 
for the year”, applicable to 1987 et seq. 


Para. 122. 4(3)(d) substituted by 1987, c. 46, subsec. 44(2), applica- 
ble to 1987 et seq. Para. 122. 4(3)(d) formerly read: 


(d) the aggregate of the individual’s income for the year and, 
where the individual’s spouse was a qualified relation of the 
individual for the year, the spouse’s income for the year 


S. 122.4 added by 1986, c. 55, s. 41, applicable to 1986 et seq. 


122.5 (1) [Goods and services i credit] Defi- 
nitions — In this section, 


“adjusted income” of an individual for a taxation 
year means the total of all amounts each of which is 
the income of the year of 


(a) the individual, or 
(b) the individual’s qualified elation for the year. 
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(c) [Repealed] 


History: Para. (c) of “adjusted income” ‘in subsec. 122.5(1) re- 
pealed by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 60(1), applica- 
ble to 1992 et seg. Para. (c) formerly read: 


(c) a person (other than the individual or the individual’s 
qualified relation for the year) who deducts for the year an 
amount under section 118 in respect of a qualified dependant 
of the individual for the year; 


“eligible individual’ for a taxation year means an 
individual (other than a trust) who, at the end of De- 
cember of that year, is resident in Canada and is 


Income Tax Act, Part I, Div. E 


(a) married, 
(b) a parent of a child, or 


(c) 19 years of age or over; 


Related Provisions: 122.5(2) — Persons deemed not to be eligi- 
ble individuals; 252(4)(c) — “Married” includes certain people liv- 
ing common-law. 


“qualified dependant” of an individual for a taxa- 
tion year means a person who is 


(a) a person in respect of whom the individual or 
the individual’s qualified relation for the year is 
the only person who deducts an amount under 
section 118 for the year, or 


(b) a child of the individual residing with the in- 
dividual at the end of the year, 


and who is not 
(c) an eligible individual for the year, 


(d) the qualified relation of an individual for the 
year, or 


(e) a person in respect of whom an amount is 
deemed under this section to be paid by any other 
individual for the year; 
Related Provisions: 122.5(2) — Persons deemed not to be quali- 
fied dependants. 


“qualified relation” of an individual for a taxation 
year means the person who, at the end of the year, is 
the individual’s cohabiting spouse (within the mean- 
ing assigned by section 122.6). 

Related Provisions: 122.5(2) — Persons deemed not to be quali- 


fied relations; 163(2)(c.1) — False statements or omissions; 
252(4) — Extended meaning of “spouse”. 


History: “Qualified relation” in subsec. 122.5(1) amended by 1994, 
c. 7, Sch. VIII (1993, c. 24), subsec. 60(2), applicable to 1992 et 
seq. except that in its application to the 1992 taxation year, it shall 
be read as follows: 


“qualified relation” of an individual for a taxation year means 
the person who, at the beginning of the 1993 calendar year, is 
the individual’s cohabiting spouse (within the meaning assigned 
by section 122.6). 


The definition formerly read: 
“qualified relation” of an individual for a taxation year means 
the person, if any, who is either 
(a) the individual’s spouse, or 
(b) the other parent of a child of the individual, if the 
child is a qualified dependant of the individual, 


who is of the opposite sex to the individual and who, at the 
end of the year, is not living separate and apart from the indi- 
vidual by reason of the breakdown of their marriage or other 
conjugal relationship. 


(2) Persons not eligible individuals, qualified 
relations or qualified dependants — Notwith- 
standing subsection (1), a person shall be deemed 
not to be an eligible individual for a taxation year or 
a qualified relation or qualified dependant of an indi- 
vidual for a taxation year where the person 


(a) dies before the end of the year; 


(b) is, at the end of the year, a person described in 
paragraph 149(1)(a) or (b); or 
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(c) is, at the end of the year, confined to a prison 
or similar institution and has been so confined for 
a period of, or periods the total of which in the 
year was more than, 6 months. 


(3) Deemed payment on account — Where a 
return of income (other than a return of income filed 
under subsection 70(2), paragraph 104(23)(d) or 
128(2)(e) or subsection 150(4)) is filed under this 
Part for a taxation year in respect of an eligible indi- 
vidual and the individual applies therefor in writing, 
4 of the amount, if any, by which the total of 


(a) $190, 


(b) $190° for a person who is the qualified rela- 
tion of the individual for the year, 


(c) $190°, where the individual has no qualified 
relation for the year and is entitled to deduct an 
amount for the year under subsection 118(1) be- 
cause of paragraph (b) of the description of B in 
subsection 118(1) in respect of a qualified depen- 
dant of the individual for the year, 


(d) the product obtained when $100" is multiplied 
by the number of qualified dependants of the in- 
dividual for the year, other than a qualified. de- 
pendant in respect of whom an amount is in- 
cluded by reason of paragraph (c) in computing 
an amount deemed to be paid under this subsec- 
tion for the year, and 

(e) where the individual has no qualified relation 
for the year, the lesser of 


(i) $100", and 

(ii) 2% of the amount, if any, by which 
(A) the individual’s income for the year 

exceeds 


(B) the amount determined for the year for 
the purposes of paragraph (c) of the 
description of B in subsection 118(1), 


exceeds 
(f) 5% of the amount, if any, by which 
(i) the individual’s adjusted income for the 
year 
exceeds 
(ii) $25,921," 
shall be deemed to be an amount paid by the individ- 
ual on account of the individual’s tax payable under 


this Part for the year during each of the months p08 
ified for that year under subsection (4). 


Related Provisions: 117.1(1) — Annual adjustment; 122.5(5) — 
Exceptions; 152(1)(b) — Assessment; 160.1(1)(b) — Where excess 
refunded; 160.1(1.1) — Liability for refunds by reason of section 
122.5; 163(2)(c.1) — False statements or omissions; 164(2.1) — 


“Indexed by s.‘117.1 after 1990. 
“Indexed by s. 117.1 after 1992. 


* : 
Not indexed. 
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Application respecting refunds under section 122.5. 


History: Para. 122.5(3)(c) amended to substitute “because of para- 
graph (b) of the description of B in subsection 118(1)” for “by rea- 
son of paragraph 118(1)(b)”, and cl, 122.5(3)(e)(ii)(B). amended to 
substitute “paragraph (c) of the. description of B in, subsection 
118(1)” for “paragraph 118(1)(c)”,. by 1997, .c. 25, subsecs. 32(1), 
(2), applicable April 25, 1997. 

The opening words of subsec. 122.5(3). substituted by 1994, c. 21, 
subsec. 57(1), applicable to 1992 et seg. The opening words of that 
subsec. formerly read: : 


(3) Amount deemed paid on.account of tax [GST 
credit] — Where an eligible individual for a taxation year 
files with the individual’s return of income (other than a re- 
turn of income filed under subsection 70(2), paragraph 
104(23)(d) or 128(2)(e) or subsection 150(4)) under this Part 
for the year a prescribed form, containing prescribed informa- 
tion, '/4 ‘of the amount, if any, by which the total of 


Subpara. 122.5(3)(f)(ii) substituted by 1994, c. 7, Sch. VII (1992, c. 
48),'s. 11, applicable to 1992 et seq. Subpara. (f)Gi) formerly read: 


(ii) the amount referred to in subparagraph 122.2(1)(b) Gi) for 
the year, 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Forms: T1-GSTC: The Federal Goods and Services Tax Credit. 


(4) Months specified — For: the purposes of this 
section, the months specified for a taxation. year are 
July.and. October of the immediately following taxa- 
tion year and January and April’of the second imme- 
diately following taxation year. 


(5) Exceptions — Notwithstanding subsection (3), 


(a) where an individual is a qualified relation of 
- another individual for a taxation year, only one of 
them may apply under that subsection for the 
year; 
(b) where the total of all amounts, deemed under 
that subsection to be paid by an individual for a 
taxation year during months specified for the 
year, is less than $100°", the total shall be 
deemed to be paid by the individual during the 
first month specified for. the year, and no other 
amount shall be deemed to be paid under that 
subsection by the individual for the year; and 


(c). no amount shall be deemed to be paid under 
that subsection by an individual for a. taxation 
year during a month specified for that year where 
the individual died before that month or was not 
resident in Canada at the beginning of that 
month. | 


Related Provisions: 122. ye — Qualibed relation of a deceased 
eligible: individual. 


History: Para. 122.5(5)(a) substituted by 1994, c, 21, subsec. 57(2), 
applicable to 1992 et seq. That para. formerly read: 


(a) where an individual is a qualified relation of another indi- 
vidual for a taxation year, only one of them may file a pre- 
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scribed form under that subsection for the year; 


Para. 122.5(5)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 60(3). Para. (b) formerly read: 


(b) where the total of all amounts, each of which is an amount 
deemed under that subsection to be paid by an individual for 
a taxation year during a month specified for the year, is less 
than 


(i) one dollar, the total shall be deemed to be nil, and ~ 


(ii) $100 but not less than one dollar, the total shall be 
deemed to be paid by the individual during the first 
month specified for the year, and no other amount shall 
be deemed to be paid under that subsection by the indi- 
vidual for the year; and 
Para., 122.5(5)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 60(4), applicable to 1989 et seg. Para. (c) formerly read: 
(c) no amount shall be deemed to be paid under that subsec- 
tion by an individual for a taxation year 
(i) during a month specified for that year where the indi- 
vidual died before that month or was not resident in Can- 
ada at the beginning of that month, or 
(ii) where the indiyidual’s return of income under this 
Part for the year and prescribed form under this section 
are not filed within 3 years after the end of the year. 


(6) Qualified relation of deceased eligible in- 
dividual — Notwithstanding paragraph (5)(c), on 
written application made, on or before the day’on or 
before which a return of income (other than a retufn 
of income filed under subsection 70(2), paragraph 
104(23)(d) or 128(2)(e) or subsection 150(4)) of a 
deceased person is required to be filed under this 
Part for the taxation year in which the person’ died 
(or would have been so required if the person: were 
liable to pay tax under this Part for that year), by an 
individual who 


(a) is the deceased person’s qualified relation for 

the taxation year in respect of which a payment 
under this section would, but for that paragraph, 
be made, and 


(b) is not an individual to whom that paragraph 
applies, 


each amount that, but for that paragraph, would be 
deemed to be paid under subsection (3) by the de- 
ceased person during a month specified for a taxa- 
tion year shall be deemed to be paid during the 
month on account of the individual’s tax payable 
under this. Part for that year. 


History: The opening words of subsec. 122.5(6) en by 
1994, c. 21, subsec. 57(3), applicable to'1992 et seq. The opening 
words formerly read: 


(6) Qualified relation of a deceased individual —-Not- 
withstanding paragraph (5)(c), on application made in pre- 
scribed form containing prescribed information, within 60: 
days after a person’s death (or within such longer period as 
the Minister considers reasonable in the circumstances) by an 
individual who 


Subsec. 122.5(6) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 

subsec. 60(5), applicable to 1989 et seg. Subsec. (6) formerly read: 
(6) Qualified relation of a deceased eligible individual — 
Notwithstanding subparagraph (5)(c)(i), on application made 
in prescribed form containing prescribed information within 
60 days after a person’s death (or within such longer period 
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as the Minister considers reasonable in,the circumstances) by 
an individual who 


(a) is the deceased person’s qualified relation for the tax- 
ation year in respect of which a- payment under this sec- 
tion would, but for that subparagraph, be made, and 


(b) is not an individual to ‘whom ‘that subparagraplt 
applies, 


each amount that, but for that subparagraph, would be ~ 
deemed to be paid under subsection (3) by the deceased. per- 

. som during a month specified for a taxation year shall be ° 
deemed to be paid during the month.on account of the indi- - 
vidual’s tax payable under this Part for that year. 


Pre-RSC History [s. 122.5]: S. 122.5 added by 1990, c. AS s. 48, 
applicable to 1989. et seq: except that, 


(a) in its application to the 1989 taxation year, etiees whe shall 
be read as follows: 


(4) For the purposes of this section, the months specified 
for the 1989 taxation ne are December 1990 and April 
1991, 


and 


(b) in its application to the 1989 and. 1990 taxation years, para. 
(5)(a) shall be read as follows: 


(a) where an individual is a qualified relation of another 
individual for a taxation year, only one of them may file 
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a prescribed form under subsection (3) for the year and,’ 
where subsection 122.4(4) is applicable to those two indi- 
viduals for the year, only the individual who files a pre- 
scribed form under subsection 122.4(3) for the year is the 
individual who may -file. the Passes forme under sub- 
section (3) for the year, _ an, oe 


Definitions [s..122.5]: “adjusted income” —- 122. 5(1); “amount”, 
“bankrupt” — 248(1); “Canada” — 255; “child” — 252(1); “eligi- 


ble individual” — 122.5(1); “individual” — 248(1); “marriage” — | “hase taxation year’, in relation to a month, means 


252(4)(b); “married” — 252(4)(c); “parent” —252(2); “person”, 
“prescribed’”— 248(1); “qualified dependant”, Tanalafigd Fela- 
tion” ~\122.5(1);* “resident yin ,Canada” — 250; “spouse” — 
252(4)(a); “taxation year’ ‘rl 2AOs “writing’ ’ — Interpretation Act 
35(1). 


Subdivision a.1 — Child Tax Benefit 
122.6 Definitions — In this subdivision, ' 


“adjusted earned income’”’ of an individual for a 
taxation year means the total of all amounts each of 
which is the earned income for the year of the indi- 
vidual or of the person who was the individual’ S$ CO- 
habiting spouse at the end of the year; 

Related Provisions: 122. 62(5) (draft), (6) (to be repealed) — 


Death of cohabiting spouse; 122.62(6) (draft), (7) ue OF re- 
pealed) — Separation‘from cohabiting spouse. 


“adjusted income” of an individual for a taxation 
year means the total of all amounts each of which is 
the income for the year of the individual or of the 
person who was the individual’s cohabiting spouse 
at the end of the year; 


S. 122.6 eli 


Related Provisions: 122.62(5) (draft), (6) (to be repealed) — 
Death of cohabiting spouse; 122.62(6) (draft) (7) (to be A ape: a 
SEPaTaOD from. cohabiting spouse. 


(a) where the month is any of the first 6 months 

of a calendar year, the taxation year that ended on 

December 31 of the second preceding calendar 
year, and 


(b) where the inonth | is any of the ist 6 months of 
a calendar year, the taxation year that ended on 
. December 31 of the preceding calendar: year; 


‘cohabiting spouse” of an individual at any time 
means the person who at that time is the individual’s 

spouse and who is not at that time. living separate 
and apart from the individual and, for the purpose of 
this definition, a person shall not be considered to be 
living separate and apart from an individual at any 
time unless they were living separate and apart at 
that time, because of a breakdown of their marriage, 
for a period of at least 90 days that includes that 
time; 


Related Provisions: 165(3. 1), (3. 2) — Decision by Minister of 
National Health; 252(4)(a) — Extended meaning of “ spouse”. 


“earned income” of an. individual for a. taxation 
year. has the meaning essigned by pubsegtion 63(3); 


“eligible individual’ in respect of a hinted depen. 


dant at any time means a person who at that time 

(a) resides with the qualified dependant, » 
(b) is the parent of the qualified dependant who 
‘primarily fulfils the responsibility for the care 
and upbringing of the qualified dependant, 

-(c) is resident in Canada. 

_(d) is not described i in PATSETABN 1491)(a), or. r(). 
and. 


 (e) is, or aahiose cohabiting spouse is, a Canadian 
citizen or a person. who 


(i) is a permanent resident ‘Gvithin: the mean- 
‘ing assigned by the Jmmigration Act), : 


(ii) is a visitor in Canada or the holder of a 
permit in Canada (within the’ meanings as- 
signed by the Immigration Act) who was resi- 
“dent in Canada throughout the 18: month pe- 
riod preceding that time, or 


(iii) was determined before that beni by the 
Convention, Refugee Determination, Division 
of the Immigration and Refugee. Board to be a 
Convention refugee, 
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and, for the purposes of this definition, 


(f) where a qualified dependant resides with the 
dependant’s female parent, the parent who prima- 
rily fulfils the responsibility for the care and up- 
bringing of the qualified dependant is presumed 
to be the female parent, 

(g) the presumption referred to in paragraph (f) 
does not apply in circumstances set out in regula- 
tions made by the Governor in Council on the 
recommendation of the Minister of Human Re- 
sources Development, and 


(h) factors to be considered in determining what 
constitutes care and upbringing may be set out in 
regulations made by the Governor in Council .on 
the recommendation of the Minister of Human 
Resources Development; 


Related Provisions: 122.62(1) — Eligible individuals; 165(3.1), 
(3.2) — Decision of Minister of Health. 

History: Paras: 122.6“eligible individual”(g), (h) amended by 
1996, c. 11, para. 95(h), to substitute “Minister of Human Resources 


Development” for “Minister of National Health and Welfare”, in 
force July 12, 1996. 


Regulations: 6301 (for para. (g)— circumstances in which the 
presumption in para. (f) does not apply); 6302 (for para. (h) — fac- 
tors to be considered). ' 


“qualified dependant” at any time means a person 


“Indexed by 122.61(5) after base taxation year 1991. 
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who at that time 
(a) has not attained the age of 18 years, 


(b) is not a person in respect of whom an amount 
was deducted under paragraph (a) of the descrip- 
tion of B in subsection 118(1) in computing the 
tax payable under this Part by the person’s spouse | 
for the base taxation year in relation to the month 
that includes that time, and 


(c) is not a person in respect of whom a special 
allowance under the Children’s Special Al- 
lowances Act is payable for the month that in- 
cludes that time; 


Related Provisions: 165(3.1), (3.2) — Decision by. Minister of 
Health. 


“return of income” filed by an individual for a tax- 
ation year means 


(a) where the individual was resident in Canada 
throughout the year, the individual’s return of in- 
come (other than a return of income filed under 
subsection 70(2) or 104(23), paragraph 128(2)(e) 
or subsection 150(4)) that is filed or required to 
be filed under this Part for the year, and 


(b) in any other case, a prescribed form contain- 
ing prescribed information, that is filed with the 
Minister. 


Related Provisions: 164(2.3).— Form deemed to be a return of 
income. 


Definitions [s. 122.6]: “amount” — 248(1); “base taxation 
year” — 122.6; “Canada” — 255; “cohabiting spouse” — 122.6; 
“earned income” — 63(3), 122.6; “individual” — 248(1); ‘“mar- 
riage” — 252(4); “Minister” — 248(1); “parent” — 252(2); “pre- 
scribed” — 248(1); “qualified dependant” — 122.6; “resident” — 
250; “spouse” — 252(4); “taxation year” — 249. 


Forms [s. 122.6]: CTB9: Child tax benefit — statement of 
income. 


122.61 (1) Deemed overpayment [Child Tax 
Benefit] — Where a person and, where the Minister 
so demands, the person’s cohabiting spouse at the 
end of a taxation year have filed a return of income 
for the year, an overpayment on account of the per- 
son’s liability under this Part for the year shall be 
deemed to have arisen during a month in relation to 
which the year is the base taxation year, equal to the 
amount determined by the formula 


saree ahaa 
12 


where : 

A is the total of 
(a) the product obtained by multiplying 
$1,020" by the number of qualified 
dependants in respect of whom the person was 


an eligible individual at the beginning of the 
month, 
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(b) the product obtained’ by” multiplying 
$75 by the number of qualified dependants, in 
excess of 2, in respect of whom the person 


was an eligible individual at the beginning of | 


the month, 


(c) where the person is, at the beginning of the 
month, an eligible individual in respect of one 
or more qualified dependants, the amount de- 
termined by the formula 


[c 3 De $3-15055] 


S6;2ABllobt ni basset? 


where 


C. is, where the person is an chigivie individ- 


ual in respect of 


(i) only .one. qualified dependant, 
$605", and , 


(ii) two. or more bel pies dependants 
the total of 


(A) $605° for the first: qualified 
dependant, .. 


(B) $405°° for the seuelatl qualified 
dependant, and 


(C) $330°* for each, if any, of the 
third and. subsequent qualified 
dependants, 


D is the lesser of $10,000°° and the person’s 
adjusted earned income for the year, 


G is the amount, if any, by which the per- 
son’s adjusted income for the year exceeds 
$20,921, and 


H_ is, where the person is an fale individ- 
ual in respect of ; 


(i) only one qualified dependant, 
sedge on 


(ii) two. qualified dependants, 20.2%, 
and 


(iii) three or more meal dependants, 
26.8%, and 


(d) the amount determined by the formula 


B.— F? 
where 


E is the product obtained by multiplying 
$213" by the number of. qualified 
dependants who have not attained the age 

_ of 7 years before the month and in respect 
of whom the person is an eligible individ- 
ual at the beginning of the month, and 


F is 25% of the total of all amounts deducted 


“Indexed by 122.61(5) after base taxation year 1991. 
“Indexed by 122.61(5) after base taxation year 1996. 
“Indexed by 122.61(6) after base taxation year 1991. 


S. 122.61(3)(a) 


under section 63 in respect of qualified 
dependants in computing the income for 
the year of the person or the person’s co- 
habiting spouse; and 
B_ is 5% (or where the person is an eligible individ- 
ual in respect of only one qualified dependant at 
the beginning of the month, 2'/2%) of the amount, 
if any, by which the person’ s adjusted income for 
the year exceeds $25,921". 3 
Related Provisions: 74.1(2)— No attribution of income from 
Child Tax Benefit; 122.63 — Agreement with province to vary cal- 
culation; 152(1.2) — Provisions applicable to determination of 
overpayment; 152(3.2), (3.3) — Determination of deemed overpay- 
ment; 160.1(1)(b) — No interest on repayment of Child Tax Benefit 
overpayment; 160.1(2.1) — Liability for refunds by reason of sec- 
tion 122.61; 164(1) —Refunds; 164(2.2) — Application respecting 
refunds re section 122.61; 164(2.3) — Form deemed to be a return 
of income; 164(3) — No interest on late payment of Child Tax Ben- 
efit; 257 — Formula amounts cannot calculate to less than zero. 


History: Para. (c) of the description of A in subsec. 122.61(1) 
amended by 1997, c. 26, subsec. 80(1), applicable to overpayments 
deemed to arise during months that are after June 1997. Para. (c) 
ee read: 


(c) where the person is, at the beginning of the month, an eli- 
gible individual in respect of one or more qualified 
dependants, the amount determined by the formula 


C-D 
where 
Cis the lesser of $500° and 8% of the amount, if any, by 


which the person’s adjusted earned income for the year 
exceeds $3,750, and 


D_ is 10% of the amount, if any, by which the person’s ad- 
justed income for the year exceeds $20,921,""” and 


Interpretation Bulletins: IT-495R2: Child care expenses. 
Forms: CTB1: Child tax benefit notice. 


(2) Exceptions — Notwithstanding subsection (1), 
where a particular month is the first month during 
which an overpayment that is less than $10 (or such 
other amount as is prescribed) is deemed under that 
subsection to have arisen on account of a person’s 
liability under this Part for the base taxation year in 
relation to the particular month, any such overpay- 
ment that would, but for this subsection, reasonably 
be expected at the end of the particular month to 
arise during another month in relation to which the 
year is the base taxation year shall be deemed to 
arise under that subsection during the particular 
month and not during the other month. 


(3) Non-residents and part-year residents — 
For the purposes of this section, unless a person was 
resident in Canada throughout a taxation year, 


(a) for greater certainty, the person’s income for 
the year shall be deemed to be equal to the 
amount that. would have been the person’s in- 
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come for the year had the person been resident in 
Canada throughout the year; and 


(b) the person’s earned income for the year shall 
not exceed that portion of the amount that would, 
but for this paragraph, be the person’s earned in- 
come that is included because of section 114 or 
subsection 115(1) in computing the person’s tax- 
able income or taxable income earned in Canada, 
as the case may be, for the year. 


(4) Amount not to be charged, etc. — A refund 
of an amount deemed by this section to be an over- 
payment on account of a person’s liability under this 
Part for a taxation year 


(a) shall not be subject to the operation of any 
law relating to bankruptcy or insolvency; 


(b) cannot be assigned, charged, attached or 
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given as security; 


(c) does not qualify as a refund of tax for the pur- 
poses of the Tax Rebate Discounting Act; 


(d) cannot be retained by way of deduction or set- 
off under the Financial Administration Act; and 


(€) is not garnishable moneys for the purposes of 
the Family Orders and Agreements Enforcement 
Assistance Act. 


(5) Annual adjustment [indexing] — Each 
amount (other than the amounts of $6,250 and 
$20,921) expressed in dollars in subsection (1) shall 
be adjusted so that, where the base taxation year in 
relation to a particular month is after 1996, the 
amount to be used’ under that subsection for the 
month is equal to the total of 


(a) the amount that would, but for subsection (7), 
be the relevant amount used under subsection (1) 
for the month that is one year before the particu- 
lar month, and 


(b) the product obtained by multiplying 
(i) the amount referred to in paragraph (a) 
by 
(ii) the amount, adjusted in such manner as is 
prescribed and rounded to the nearest one- 
thousandth or, where the result obtained is 
equidistant from 2 such consecutive one 


thousandths, to the higher thereof, that is de- 
termined by the formula 


A’ _ 103 
B 


where 


A is the Consumer Price Index (within the 
_meaning assigned by subsection 117.1(4)) 
for the 12 month period that ended on 
March 31 in the calendar year following 
the base taxation year, and 


B is the Consumer Price Index for the 12 
month period preceding the period referred 
to in the description of A. 
Related Provisions: 117.i(1)— Indexing of other amounts; 
122.61(6) — Indexing of amount of $20,921; 122.61(7) — Round- 
ing of adjusted amounts; 257— Formula cannot calculate to less 
than zero. 
History: The opening words of subsec. 122.61(5) amended by 
1997, c. 26, subsec. 80(2), applicable to overpayments deemed to 
arise during months that are after June 1997. These words formerly 
read: 
(5) Each amount (other than the amount of $20,921) ex- 
pressed in dollars’ in subsection (1) shall be adjusted so that, 
_ where the base taxation year in relation to a particular month 
is after 1991, the amount to be used under that subsection for 
the month is equal to the total of 


(5.1) Annual adjustment — The amount of 
$6,250 referred to in subsection (1) shall be adjusted 
so that the amount to be used under that subsection 
for a month in relation to a base taxation year that is 
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after 1996 is equal to the amount by which 


(a) the amount of $10,000 referred to in that sub- 
section, as adjusted and rounded under this sec- 
tion for the year, 


exceeds 


(b) the amount of $3,750 referred to in that sub- 
section, as adjusted and rounded under this sec- 
tion for the year. 

History: Subsec. 122.61(5.1) added by 1997, c. 26, subsec. 80(3), 


applicable to overpayments deemed to arise ata months that are 
after June 1997. 


(6) Idem — The amount of $20,921 referred to in 
subsection (1) shall be adjusted so that the amount to 
be used thereunder for a month in relation to a base 
taxation year that is after 1991 is equal to the amount 
by which 
(a) the amount of $25,921 referred to in subsec- 
tion (1), as adjusted and rounded under nis sec- 
tion for the year, 


exceeds 


(b) the product obtained by litisthiae the 
amount of $500 referred to in subsection (1), as 
adjusted and rounded under this section for the 

year, by 10. 


(7) Rounding — Where an amount referred to in 
subsection (1), when adjusted as provided in subsec- 
tion (5), is not a multiple of one dollar, it shall be 
rounded to the nearest multiple of one dollar or, 
where it is equidistant from 2 such consecutive mul- 
tiples, to the higher thereof. | 


History: See at end of s. 122.64. 


Definitions [s. 122.61]: “adjusted earned income”, “adjusted in- 
come” — 122.6; “amount” — 248(1); “base taxation year” — 
_ 122.6; “Canada” — 255; “cohabiting spouse”, “earned income”, 
“eligible individual” — 122.6; “Minister”, “person” — 248(1); 
“qualified dependant” — 122.6; “resident” — 250; “return of in- 
come” — 122.6; “taxable income” — 2(2); 248(1); “taxable income 
earned in Canada” — 115(1), 248(1);, “taxation year” — 249, 


” “se 


122.62 (1) Eligible individuals — For the pur- 
poses of this subdivision, a person may be consid- 
ered to be an eligible individual in respect of a par- 
ticular qualified dependant at the beginning of a 
month only if the person has, no later than 11 
months after the end of the month, filed with the 
Minister of Human Resources Development a notice 
in a form authorized, and containing information re- 
quired, by that Minister. 

History: Subsec. 122.62(1) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare’, in force July. 12, 1996. How- 
ever, this change will effectively be superseded by Bill C-69 repro- 
duced as proposed amendments below, so they may never take 
effect. 


(2) Extension for notices — The Minister of 
Human Resources Development may at any time ex- 


S. 122.62(4) 


tend the time for filing a notice under subsection (1). 


History: Subsec: 122.62(2) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. How- 
ever; this change. will effectively be superseded by Bill C-69 repro- 
duced as proposed amendments above. 


(3) Exception — Where at the beginning of 1993 a 
person is an-eligible individual in respect of a quali- 
fied dependant, subsection (1) does not apply to the 
person in respect of the qualified dependant if the 
qualified dependant. was an eligible child (within the 
meaning assigned by subsection 122.2(2) because of 
subparagraph (a)(i) in the definition “eligible child” 
in that subsection) of the individual for the 1992 tax- 
ation year. 


(4) Person ceasing to be an eligible individ- 
ual — Where during a particular month a person 
ceases to bean eligible individual in respect of a par- 
ticular qualified dependant (otherwise than because 
of the qualified dependant attaining the age of 18 
years), the person shall inform the Minister of 
Human Resources Development of that fact, in such 
form as that minister may require, before the end of 
the first month following the. particular month. 
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History: Subsec. 122.62(4) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. How- 
ever, this change will effectively be superseded by Bill C-69 repro- 
duced as proposed amendments above. 


(5) Waiver — The Minister of Human Resources 
Development may at any time waive the requirement 


(a) under subsection (1) to file a notice; or 


(b) under subsection (4) to inform that minister 
that the person has ceased to be an eligible indi- 
vidual in respect of a epost qualified 
dependant. 


History: Subsec. 122.62(5) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for ““Minis- 
ter of National Health and Welfare”, in force July 12, 1996. How- 
ever, this change will effectively be superseded by Bill C-69 repro- 
duced as proposed amendments above. 


(6) Death of cohabiting spouse — Where 
before the end of a particular month the cohabiting 
spouse of an eligible individual in respect of a quali- 
fied dependant dies and the individual so elects, 
before the end of the eleventh month: following the 
particular month, in a form that is acceptable to the 
Minister of Human Resources Development, for the 
purpose of determining the amount deemed under 
subsection 122.61(1) to be an overpayment arising in 
any month after the particular month on account of 
the individual’s liability under this Part for the base 
taxation year in relation to the particular month sub- 
ject to any subsequent election under subsection (7) 
or (8), the individual’s adjusted income for the year 
shall be deemed to be equal to the individual’s in- 
come for the year and the individual’s adjusted 
earned income for the year shall be deemed to be 
equal to the individual’s earned income for the year. 
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History: Subsec. 122.62(6) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. How- 
ever, this change will-effectively be superseded by Bill C-69, repro- 
duced as proposed amendments above. 


(7) Separation from ohatiltiens spouse— 
Where before the end of a particular month an eligi- 
ble individual in respect of a qualified dependant 
commences. to live separate and apart from the indi- 
vidual’s cohabiting spouse, because of a breakdown 
of their marriage, for a period of at least 90 days that 
includes a day in the particular month and the indi- 
vidual so-elects, before the end of the eleventh 
month following the particular month, in a form that 
is acceptable to the Minister of Human Resources 
Development, for the purpose of determining the 
amount deemed under subsection 122.61(1) to be an 
Overpayment arising in any month after the particu- 
lar month on account of. the. individual’s liability 
under this Part for the base taxation year_in relation 
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to the particular month subject to’ any subsequent 
election under subsection (6) or (8), the individual’s 
adjusted income for the year shall be deemed to be 
equal to the individual’s income for.the year and the 
individual’s adjusted earned income for the year 
shall be deemed to. be equal to the individual’s 

earned income for the year. 


History: Subsec. 122.62(7) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. How- 
ever, this change will effectively be supetseded by Bill C-69 repro- 
duced as proposed amendments above. 


(8) Person becoming a cohabiting spouse — 
Where at any particular time before the end of a par- 
ticular month a taxpayer has become the cohabiting 
spouse of an eligible individual and the taxpayer and 
the eligible individual jointly so elect, before the end 
of the eleventh month following the particular 
month, in a form that is acceptable to the Minister of 
Human Resources Development, the taxpayer shall 
be deemed to have been the eligible individual’s co- 
habiting spouse throughout the period commencing 
immediately before the end of the base taxation year 
in relation to the particular month and ending at the 
particular time for the purpose of determining the 
amount deemed by subsection 122.61(1) to be an 
overpayment arising in any month after the particu- 
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lar month on-account of the eligible individual’s lia- 
bility under this Part for the year. 


History: Subsec. 122.62(8) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”; in force July 12, 1996. How- 
ever; this change will effectively be buipewaded by Bill C-69 repro- 
duced: as proposed amendments above. 


(9) Advice. of Department of Human 
Resources Development — The Minister may 
obtainthe advice of the Department of Human Re- 
sources Development as to whether 

(a) a taxpayer is an eligible individual in respect 

"of a qualified dependant; 
(b) a person is a qualified dependant; or 
(c) a person is a taxpayer’s cohabiting spouse. 


History: Subsec. 122.62(9) amended by. 1996, c. 11, para. 97(1)(e), 
to substitute “Department of Human Resources Development” for 


‘Department of National Health and Welfare”, in force July 12, 
1996. However, this change will effectively be ‘superseded by Bill 
C-69 reproduced as: proposed amendments above. 


Related Provisions [s. 122.62]: 165(3.1), (3.2) — Decision by 
Minister of Health; 220(2.1) — Waiver of requirement under 
122:62(1): to file notice; 241(4)(b) — Disclosure of taxpayer infor- 
mation for purposes of administering the Act: 


Definitions [s. 122.62]: “adjusted earned income”, “adjusted in- 
come”, “cohabiting spouse” — 122.6; “eligible individual” — 
122.6; “individual” — 248(1); “marriage” —.252(4); “Minister”, 
“person”, “prescribed” — 248(1); “qualified dependant” — 122.6; 
“taxpayer” — 248(1). ; 
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122.63 (1) Agreement — The Minister of Finance 
and the Minister of Human Resources Development 
may enter jointly into an agreement with the govern- 
ment of a province whereby the amounts determined 
under paragraph (a) in the description of A in sub- 
section 122.61(1) with respect to persons resident in 
the province shall, for the purposes of calculating 
overpayments deemed to arise under that subsection, 
be replaced by amounts determined in accordance 
with the agreement. 


History: Subsec. 122.63(1) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. How- 
ever, this change will effectively be superseded by Bill C-69 repro- 
duced as proposed amendments above. 


(2) Idem — The amounts determined under. para- 
graph (a) of the description of A in subsection 
122.61(1) for a base taxation year because of any 
agreement entered into with a province and referred 
to in subsection (1) shall be based on the age of qual- 
ified dependants of eligible individuals, or on the 
number of such qualified dependants, or both, and 
shall result in an amount‘in respect of a qualified de- 
pendant that is not less, in respect of that qualified 
dependant, than 85% of the amount that would oth- 
erwise be determined under that paragraph in respect 
of that qualified dependant for that year. 


(3) Idem -—— Any agreement entered into with a 
province and referred to in subsection (1) shall pro- 
vide that, where the operation of the agreement re- 
sults in a total of all amounts, each of which is an 
amount deemed under subsection 122.61(1) to be an 
Overpayment on account of the liability under this 
Part for a taxation year of a person subject to the 
agreement, that exceeds 101% of the total of such 
overpayments that would have otherwise been 
deemed to have arisen under subsection 122.61(1), 
the excess shall be reimbursed by the government of 
the province to the Government of Canada. 


Definitions [s. 122.63]: “amount” — 248(1); “base taxation 
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year’, “eligible individual” — 122.6; “person” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “qualified dependant” — 122.6; 
“resident” — 250. 


122.64 (1) Confidentiality of information — In- 
formation obtained under this Act or the Family Al- 
lowances Act by or on behalf of the Minister of 
Human Resources Development is deemed to be ob- 
tained on behalf of the Minister of National Revenue 
for the purposes of this Act. 

History: Subsec. 122.64(1) amended by 1996, c. 11, para. 95(h), to 


substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. 


(2) Communication of information — Notwith- 
standing subsection 241(1), an official or authorized 
person may provide information obtained under sub- 
section 122.62(1), (4), (6), (7) or (8) or the Family 


Allowances Act 


(a) to an official of the government of a province, 
solely for the purposes of the administration or 
enforcement of a prescribed law of the province; 
or 


(b) to an official of the Department of Human 
Resources Development, for the purposes of the 
administration of the Children’s Special Al- 
lowances Act, the Canada Pension Plan and the 
Old Age Security Act. 
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Related Provisions: 122.64(4)'— Offence; 165(3.1), (3.2) — 
Decision of Minister of Health. 


History: Para. 122.64(2)(b) amended by 1996, c. 11, para. 97(1)(e), 
to substitute “Department of Human Resources Development” for 
“Department of National Health. and Welfare”, in force July 12, 
1996, ni ali.rn 1G ‘ 


Regulations: 3003 (prescribed‘law of a province). 


(3) Taxpayer’s address — Notwithstanding sub- 
section 241(1), an official or authorized person may 
provide a taxpayer’s name and address, that has been 
obtained. by or. on behalf of the Minister of National 
Revenue for the purposes of this subdivision, for the 
purposes of the administration or enforcement of 
Part I of the Family Orders and Agreements En- 
forcement Assistance Act. = (D1 OME) 

Related Provisions: 122.61(4)(e) — Child Tax Benefit not gar- 


nishable under the Family Orders and Agreements Enforcement As- 
sistance Act, 122.64(4) — Offence. ; 


(4) Offence — Every person to whom information 
has been provided’ under subsection (2) or (3) and 
who knowingly uses, communicates or allows to be 
communicated that information for any purpose 
other than that for which it was provided is guilty of 
an offence and is' liable on summary conviction to a 
fine not exceeding $5,000 or to imprisonment for a 
term not exceeding 12 months or to both that fine 
and imprisonment. | 

Related Provisions: 239(2.2), (2.21) — Offence with respect to 
confidential information. 8 


(5) “official” and “authorized person” — For 
the purposes of subsections (2) and (3), “official” 
and “authorized person” have the meanings assigned 
_ by subsection 241(10). 


Definitions [s. 122.64]: “authorized person”, “official” — 
122.64(5), 241(10); “person”, “prescribed”, “taxpayer — 248(1). 
History [ss. 122.6—122.64]: Ss. 122.6 to 122.64 enacted by 1994, 
c27, Sch. VII (1992, c. 48), subsec. 12(1), 122.6 to 122.63 applica- 
ble to overpayments deemed to arise during months after 1992, and, 
with respect to ng 
(a) any amount deemed by subsec. 122.61(1) to be an overpay- 
ment on account of an individual’s liability under Part I 
(i) during any month before July 1993, the individual’s co- 
habiting spouse at the end of 1991 includes a person who 


(A) is of the opposite sex to the individual, 


(B) is at the beginning of the month a parent of a child 
of whom the individual. is'a parent, and 


S. 123(1)(a) 


(C) is not living separate and. apart from the individual 
for a period of at least 90 days that includes December 
31, 1991, and 


(ii) during any month after June 1993.and before July 1994, 
the cohabiting spouse of an individual at the end of 1992 
includes the person of the opposite sex who, at the end of 
1992, was cohabiting with the individual in a conjugal rela- 
tionship and ; 


(A) had so cohabited with the individual throughout ‘a 
12 month period-ending before the end of 1992,-or 


(B) is a parent of a child cf whom the individual is a 
parent, ' 


and, for the purpose of this subparagraph, where before the 
end of 1992 the individual and the person cohabited in a 
conjugal relationship, they. shall be deemed to be cohab- 
iting in a conjugal relationship at thesend of 1992, unless 
they were not cohabiting at that time for a period of at least 
90 days that includes that time because of a breakdown of 
their conjugal relationship; and 


(b) any amount deemed by subsec. 122:61(1) to: be an overpay- 

__ment on. account of a person’s liability under Part I arising in 
any month in relation to which the. 1992 taxation year is the 
base taxation year, the expression “earned income” as defined 
in s. 122.6 shall be deemed to have the meaning assigned by 
subsec. 63(3) as that subsec. reads in its application to the 1993 
taxation’ year. 


S. 122.64 is deemed to have come into force January 1, 1993. 


Subsec. 12(3) of 1994, c..7,. Sch. VII.(1992,.c. 48) provides as 
follows: 


(3) The Minister of National Revenue may during any month 


(a) in relation to which the 1991 taxation year is the base 
taxation year, and 


(b) that is before the month in which that minister mails to 
an individual a notice of determination of the amounts 
deemed by subsection 122.61(1) of the Act, as enacted by 
subsection (1), to be overpayments on account of the indi- 
vidual’s liability under Part I of the Act for the 1991 taxa- 
tion year, : 


pay to the individual, in respect of a qualified dependant who 
was an eligible child (within the meaning assigned by subsec- 
tion 122.2(2) of the Act) of the individual for the 1992 taxation 
year, an amount not exceeding the amount that would be 
deemed by the said subsection 122.61(1) to be an overpayment 
on account of the individual’s liability under Part I of the Act 
for the 1991 taxation year that would have arisen in that month 
or a preceding month if the individual’s adjusted income and 
adjusted earned income for the 1991 taxation year were equal to 
zero and if the individual had filed a, return of income for that 
year, and any amount so paid shall be deemed to be an amount 
refunded on account of the individual’s liability under Part I of 
the Act for the 1991 taxation year that arose as a consequence 
‘of the operation of the said subsection 122.61(1). 


Subdivision b —.Rules Applicable to 
Corporations 


123. (1) Rate for corporations — The tax paya- 
ble under this Part for a taxation year by a corpora- 
tion on its taxable income or taxable income earned 


in Canada, as the case may be, (in this section re- 


ferred to as its “amount taxable”) for the year is, ex- 
cept where otherwise provided, 


(a) 38% of its amount taxable for the year. 
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(b)-(d) [Repealed under former Act] 


Related Provisions: 117(1)— Tax payable under this Part: 
123.2 — Corporate surtax; 124 — Provincial tax abatement for cor- 
porations; 125 — Small business deduction; 125.1 — Manufactur- 
ing and processing credit; 133(3)'— Tax rate for non‘resident- 
owned investment corporation; 137.1(9) — Tax rate for deposit in- 
surance corporation; 157(1)— Monthly instalment requirements; 
161(4.1) —Interest on unpaid taxes; 182 — Surtax on tobacco 
manufacturers; 219(1) — Additional tax on foreign corporations. 


Pre-RSC History: Para. 123(1)(b) repealed by 1988, c. 28, s. 250, 
applicable to taxation years commencing after December 22, 1989. 
Para. 123(1)(b) formerly read: 


(b) 5% of the amount taxable earned by the corporation in the 
year in the Nova Scotia offshore area. 


Para. 123(1)(a) amended to substitute “38%” for “43%”, and paras. 
123(1)(c), (d) repealed by 1988, c. 55, subsecs. 100(1) and (2), ap- 
plicable to taxation years ending after June 1987, except that in its 
application to taxation years ending after June 1987 and commenc- 
ing before July 1988, para. 123(1)(a) shall be read as follows: 


(a) the amount, if any, by which the aggregate of 


(i) that proportion of 46% of its amount taxable for the 
year that the number of days in the year that are before 
July 1987 is of the number of days in the year, 


(i1) that proportion of 45% of its amount taxable for the 
year that the number of days in the year that are after 
June, 1987 and before July 1988 is of the number of days 
in the year, 


(ili) that proportion of 38% of its amount taxable for the 
year that the number of days in the year that are after 
June 1988 is of the number of days in the year, 


(iv) in the case of a corporation that was throughout the 
year a Canadian-controlled private corporation, that pro- 
portion of 1% of the lesser of 
(A) the amount, if any, by. which 
(I) its amount taxable for the year 
exceeds the aggregate of 


(ID) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the cor- 
poration for the year, and’ 


(III) 2 times the aggregate of amounts deducted 
under subsection 126(2) by the corporation from 
its tax for the year otherwise payable under this 


Part, and 
(B) the amount determined under clause 
129(3)(a)(i)(B) in respect of the corporation for the 
year, 


that the number of days in the year that are after June 
1987 and before 1988 is of the number of days in the 
year, and 


(v) in the case of a corporation that was throughout the 
year an investment corporation or a mutual fund corpora- 
tion, that proportion of 1% of the lesser of 


(A) its amount taxable for the year, and ° 
(B) its taxed capital gains for the year (within the 
meaning assigned by subsection 130(3)) for the year 


that the number of days in the year that are after June 
1987 and before July 1988 is of the number of days in the 
year 


exceeds 


(vi) in the case of a corporation that was throughout the 
year a Canadian-controlled private corporation, that pro- 
portion of 7% of the lesser of the amounts determined 
under clauses (iv)(A) and (B) in respect of the corpora- 


Income Tax Act, Part I, Div. E 


tion for the year that the number of*days in the year that 
are after 1987 and before July 1988 is of the number of — 
days in the year, and S355 vived 


Paras. 123(1)(c) and (d) formerly read: © 


(c) in the case of a corporation that was throughout the year a 
Canadian-controlled private corporation, 3% of thé lesser of 


(i) the amount, if any, by which 
(A) its amount taxable for the year 
exceeds the aggregate of 


(B) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the corpora; ; 
tion for the year, and 


(C) 2 times the aggregate of amounts deducted under 
subsection 126(2) by the corporation from its tax for 
the year otherwise payable under this Part, and 


(ii) the amount determined under clause 129(3)(a)(i)(B). 
in respect of the corporation for the year, and 


(d) in the case of a corporation that was throughout the year 
an investment corporation or a mutual fund corporation, 3% | 
of the lesser of its amount taxable for the year and its taxed 
capital gains (within the meaning assigned by subsection j 
130(3)) for the year. ) 


Para. 123(1)(a) amended to substitute “43%” for “46%”, and paras. 
123(1)(c), (d) added, by 1986, c. 55,'s. 42, applicable to taxation 
years ending after June 30, 1987, except that with respect to taxa- 
tion years ending after June 1987 and commencing before J uly 1989 
the following shall apply: . 


(a) in the application of para. 123(1)(a) there shall be added to 
the amount otherwise determined under that paragraph in re- 
spect of a corporation for a taxation. year. the aggregate. of 


(i) that proportion of 3% of its amount taxable for the year 
that the number of days in the year that are, before July 
1987 is of the number of days in the year, 


(ii) that proportion of 2% of its amount taxable for the year 

that the number of days in the year that are after June 1987 
and before July 1988 is of the number of days in the year, 
and “Ss 


(iii) that proportion of 1% of its amount taxable for the year 
that the number of days in the year that’ are after June 1988 
and before July 1989 is of the number of days in the year; 


-(b) in the application of para. 123(1)(c) there shall bé deducted 
from the amount otherwise determined under that paragraph in 
respect of a corporation for a taxation year the aggregate of _ 


(i) that proportion of 3% of the lesser of the amounts deter- 
mined under subparagraphs (i) and (ii) of that paragraph in 
respect of the corporation for the year that the number of 
days in the year that are before July 1987 is of the number 
of days in the year, ya 
(ii) that proportion of 2% of the lesser of the amounts deter- 
mined under subparagraphs (i) and (ii) of that paragraph in 
respect of the corporation for the year that the number of 
days in the year that are after June 1987 and before July 
1988 is of the number of days, in the year, and 


(iii) that proportion of 1% of the lesser of the amounts de- 
termined under subparagraphs (i) and (ii) of that paragraph 
in respect of the corporation for the year that the number of 
days in the year that are after June 1988 and before July 
1989 is of the number of days in the year; and 


(c) in the application of paragraph 123(1)(d) there shall be de- 
ducted from the amount otherwise determined under that para- 
graph in respect of a corporation for a taxation year the aggre- 
gate of 


(i) that proportion of 3% of the lesser of its amount taxable 
and its taxed capital gains for the year that the number of 
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days in the year that are before July 1987 is of the number 
of days in the year, 


(ii) that proportion of 2% of the lesser of its amount taxable 
and its taxed capital gains for the year that the number of 
days in the year that are after June 1987 and before July 
1988 is of the number of days in the year, and 


(iii) that proportion of 1% of the lesser of its amount taxa- 
ble and its taxed capital gains for the year that the number 
of days'in the year that are after June 1988 and before July 
1989 is of the number of days in the year, 


Forms: T2-FTC-Sched. 1 Supp: 1987 and subsequent taxation 
years; T2B-CORPAC: Recalculation and update of corporation in- 
come and/or tax; T2S(7): Calculation of active business and invest- 
ment income. 


(2) [Repealed under former Act] 
Pre-RSC History: Subsec. 123(2) repealed by 1988, c. 28, s..250, 


applicable to. taxation years commencing after December 22, 1989. 
Subsec. 123(2) formerly read: 


(2) Definitions — In this section, 


“amount taxable earned by the corporation in the year in the 
Nova Scotia offshore area” means the amount determined’ 
under tules, prescribed for the purpose by regulations made on 
the recommendation, of the Minister of Finance; 


“Nova Scotia offshore area” means the geographic area deter- 
mined by regulations made on the recommendation of the 
Minister of Finance. - fu 


Pre-RSC History [s. 123]: S. 123 substituted by 1984, c. 29, s. 
90, applicable to taxation years commencing after June 22, 1984. S. 
123 formerly read: . 


123. Rate for corporations — The tax payable by a corpora- 
tion under this Part upon its taxable income or taxable income 
earned in Canada, as the case may be, (in this section referred 
‘to as the “amount taxable”) is, €xcept where otherwise 
provided, ° 


(a), for the 1972 taxation year, 50%, 

(b) for the 1973.taxation year, 49%, 

(c) for the 1974 taxation year, 48%, 

(d) for the 1975 taxation year, 47%, and 

‘(e) for the 1976 and subsequent taxation years, 46%, 

of the, amount taxable. | vik, ) 

Definitions [s. 123]: “amount” — 248(1); “corporation” — 
248(1),; Interpretation Act 35(1); “taxable income” — 2(2), 248(1); 
‘taxable income earned ‘in Canada” — 115(1), 248(1). 


123.1 Corporation surtax — There shall be added 
to the tax otherwise payable under this Part for each 
taxation year by a corporation (other than a corpora- 
tion that was throughout the year an investment cor- 
poration or a non-resident-owned investment corpo- 
ration) an amount equal to that proportion of 5%. of 
the amount, if any, by which ! 


(a) the tax payable under this Part by the corpora- | 


tion for the year determined without reference to 
this section, sections 123.2 and 126 (except: for 


the purposes’ of ‘subsection 125(1) and section | 


125.1), subsections: 127(3) and (5), .127.2(1) and 
127.3(1) of this Act and paragraph 123(1)(b) and 
subsection 127(13) of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, 
and if subsection 124(1) of this Act were read 


S.-123.2 


without reference to the words “in a province” in 
that subsection 


exceeds 


(b) in the case of a Canadian-controlled private 
corporation to which subsection: 125(1) applies, 
the amount, if any, by which 296 410 


(i) 15% of the least of the amounts, if any, de- 
termined under paragraphs 125(1)(a) to (c) in 
respect of the corporation for the year 


exceeds 


(ii) the amount, if any, determined under para- 
graph 125.1(1)(b) in respect of the corporation 
for the year, . ; 


(c) in the case of a mutual fund corporation, the 
least of the amounts that would be: determined 
under paragraphs (a) to (c) of the description of A 
in the definition “refundable capital gains tax on 
hand” in subsection 131(6) in respect of the cor- 
poration for the year if this Act were read without 
reference to this section, and 


(d) in any other case, nil 


that the number of days in that portion of the year 
that is after June 30, 1985 and before 1987 is of the 
number of days in the year. 


Pre-RSC History: Para. 123.1(a) amended by 1986, c. 55, s. 43, to 
substitute “sections 123.2 and 126” for “‘section 126”, applicable to 
1987 et seq. . 


S. 123.1 added by 1986, c. 6, s. 69, applicable to 1985 et seq. 


Definitions [s. 123.1]: “amount” — 248(1); “Canadian-controlled 
private corporation” — 125(7), 248(1);. “corporation” —.248(1); 
“investment corporation” — 130(3), 248(1); “mutual fund corpora- 
tion” — 131(8); 248(1); “non-resident-owned investment corpora- 
tion” — 133(8), 248(1); “tax payable” — 248(2); “taxation year” — 
249(1). 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes' of Canada, 1952”). 


Pre-RSC History [former s. 123.1]: S. 123.1 repealed by 1985, 
c. 45, s. 69, applicable to 1985 et seq. S. 123.1 formerly read: 


123.1 Deduction in computing tax otherwise payable — 
There may be deducted from the tax otherwise payable under 
this Part for the 1972 or. 1973 taxation year by a corporation 
liable to pay tax for the year computed under section 123 or 
143, an amount equal to 7% of, ; 


(a) in:the case of the 1972 taxation year of the corpora- 
tion, its tax for the year so computed, minus any amount | 
deductible under section 125 or 130. from its tax for the 
year otherwise payable under this Part, and 
(b).in the case of the 1973 taxation year-of the corpora- 
tion, that proportion of its tax for the year so computed, 
minus any amount deductible under section 125: or 130 
from its tax for the year otherwise payable under this 
Part, that the number of days in that portion of the year 
that is before 1973 is of the number of days in the whole 
year. | wee 

S. 123.1 added by 1972, c. 9, s. 2. 


123.2 Corporation surtax — There shall be added 
to the tax otherwise payable under this Part for each 
taxation year by a corporation (other than a corpora- 
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tion that was throughout the year a non-resident- 
owned investment corporation) an amount equal to 
4% of the amount, if any, by which 


(a) the tax payable under this Part by the corpora- 
tion for the year determined without reference to 
this section, sections 123.3 and 125 to 126 and 
subsections 127(3) and (5) and 137(3) and as if 
subsection 124(1) did not contain the words “in a 
province” 


exceeds 


(b) in the case of a corporation that was through- 
out the year an investment corporation or a mu- 
tual fund corporation, the amount determined for 
A in the definition “refundable capital gains tax 
on hand” in subsection 131(6) in respect of the 
corporation for the year, and 


(c) in any other case, nil. 


Related Provisions: 141.1 — Insurance corporation deemed not 
to be private corporation; 157(1) — Tax instalment requirements; 
161(4.1) — Interest on unpaid taxes; 182 — Surtax on tobacco 
manufacturers; Reg. 8602 — Prescribed portion of amount deter- 
mined under 123.2. 


History: The portion of s. 123.2 before para. (b) amended by. 1996, 
c. 21, s. 24, applicable to taxation years that end after February 27, 
1995 except that, in applying s. 123.2, as amended, to a taxation 
year that began before February 28, 1995, the amount otherwise de- 
termined under that section shall be reduced by that proportion of 7% 
of that amount that the number of days in the year that are before 
February 28, 1995 is of the number of days in the year. The portion 
formerly read: 


123.2 Corporation surtax — There shall be added to the tax 
otherwise payable under this Part for each taxation year by a 
corporation (other than a corporation that was throughout the 
year a non-resident-owned investment corporation) an . 
amount equal to 3% of the amount, if any, by which 


(a) the tax payable under this Part by the corporation for 
the year determined without reference to this section, sec- 
tions 125 to 126 and subsections 127(3) and (5) and 
137(3) and as if subsection 124(1) did not contain the 
words “in a province” therein 


exceeds 


Para. 123.2(a) amended by 1994, c. 7, Sch. VIIT (1993; c. 24), s. 61, 
applicable to 1992 et seq. except that, in its application to a corpora- 
tion’s taxation year beginning before 1992, there shall be deducted 
from the amount determined under the para. in respect of the corpo- 
ration for the year an amount equal to that proportion of the amount 
determined under subsec. 137(3) in respect of the corporation for 
the year that the number of days in the year that are before 1992 is 
of the number of days in the year. Para. 123.2(a) formerly read: 


(a) the tax payable under this Part by the corporation for the 
year determined without reference to this section and sections 
125 to 126 and subsections 127(3) and (5) of this Act and 
paragraph 123(1)(b) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, and as if subsection 
124(1) of this Act were read without reference to the words 
“fn a province” in that subsection 


Pre-RSC History: Paras. 123.2(a) to (c) substituted for paras. (a) 
to (d) by 1990, c. 39, s. 28, applicable [by subsec. 28(2), as 
amended by 1993, c. 24, s. 156, deemed to have come into force on 
October 23, 1990] to taxation years ending after June 1989 except 
that, in its application to a taxation year of a corporation commenc- 
ing before July 1989, there shall be deducted from the amount de- 
termined under para. 123.2(a) in respect of the corporation for the 
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year an amount equal to that proportion of the aggregate of, 


(a) where the corporation was (or, but for subsec. 136(1) or 
137(7), would have been) a Canadian-controlled private corpo- 
ration throughout the year, the amount determined under sub- 
sec. 125(1) in respect of the corporation for the year, 


(b) the amount determined under subsec. 125.1(1) in respect of 
the corporation for the year, and 


(c) where the corporation was a Canadian-controlled private 
corporation throughout the year, “/s of the least of the amounts 
determined under subpara. 129(3)(a)(i) to (iii) in respect of the 
corporation for the year, 


that the number of days in the year that are before July 1989 is of 
the number of days in the year. Paras. 123.2(a) to (d) formerly read: 


(a) the tax payable under. this Part by the corporation for the 
year determined without reference to paragraph 123(1)(b), 
section 123.1, this section, section 125.2, section 126 (except 
for the purposes of subsection 125(1) and sections 125.1 and 
129), and subsections 127(3), (5) and (13), 127.2(1)- and 
127.3(1) and as if subsection 124(1) were read without refer- 
ence to the words “in a province” therein 


exceeds 


(b) in the case of a corporation that was throughout the year a 
Canadian-controlled private corporation, 4/s of the least of the 
amounts determined under subparagraphs 129(3)(a)(i) to (iii) 
in respect of the corporation for the year, 


(c) in the case of a corporation that was throughout the year 
an investment corporation or a mutual fund corporation, the 
amount determined under subparagraph 131(6)(d)(i) in re- 
spect of the corporation for the year, and 


(d) in any other case, nil. 


Paras. 123.2(a) and (b) amended by 1988, c. 55, s. 101, to add refer- 
ence.to s. 125.2 in para. (a) and to substitute ““4/s of the least of” for 
“the. least of” in para. (b), applicable to 1988 et seq:, except that in 
its application to a taxation year of a corporation commencing 
before 1988 and ending after 1987, there shall be added to the 
amount determined under para. 123.2(b) in respect of the corpora- 
tion for the year an amount equal to that proportion of '/s of the least 
of the amounts determined under subparas. 129(3)(a)(i) to (iii) in 
respect of the corporation for the year that the number of days in the 
year that are before 1988 is of the number of days in the year. 


S. 123.2 added by 1986, c. 55, s. 44, applicable to 1987 et Seq., 
except that in the application of section 123.2 to a taxation year of a 
corporation commencing before 1987 and ending after 1986, the 
amount determined under that section in respect of the corporation 
for the year shall be deemed to be that proportion of the amount 
otherwise determined under that section in respect of the corpora- 
tion for the year that the number of days in the year that are after 
1986 is of the number of days in the year. 


Definitions [s. 123.2]: “amount” — 248(1); “Canadian-controlled 
private corporation” — 125(7), 248(1); “corporation” — 248(1), In- 
terpretation Act 35(1); “investment corporation” — 130(3), 248(1); 
“mutual fund corporation” — 131(8), 248(1); ‘“‘non-resident-owned 
investment corporation” — 133(8), 248(1); “tax payable” — 
248(2). 

Interpretation Bulletins [s. 123.2]: IT-243R4: Dividend refund 
to private corporations. 


Forms [s. 123.2]: T962: Calculation of unused Part 1.3 tax credit 
and unused surtax credit; T2215: Corporate surtax — 1988 et Seq. 


Pre-RSC History [former s. 123.2]: S. 123.2 repealed by 1985, 
c. 45, s. 69, applicable to 1985 et seg. S. 123.2 formerly read: 


123.2 (1) Corporation surtax — Subject to subsection (2), 
there shall be added to the tax otherwise payable under this 
Part for a taxation year by a corporation an amount equal to 
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that proportion of 10% of the amount, if any, by which 


- (a) the tax otherwise payable Under this: Part by the cor- 
poration for that year (determined as if'the expression “in 
a province other than the Northwest Territories, or the 
Yukon Territory” in section 124 were read_as “in all the 
provinces” and determined without reference to this sec- 
tion, section 126 or subsection 127(5)) — ah) 


exceeds the aggregate of 


(b) 30% of the corporation’s Canadian manufacturing 
and processing profits for the year as determined for the 
purposes of section 125.1, and ; 


(c), (d) [Repealed] 
(e) where the corporation was a-private corporation 
throughout the year, 38/25ths of the amount determined 
under paragraph 129(3)(a) in respect of the corporation 
for the year, ' 
that . | 
__ (f) the number of days in that portion of the year that is 
“after April 1974 and before May 1975, 


is of . PQS 


(g) the number of days in that year. 


(2) Corporations to which surtax not to apply — Subsec- 
tion (1) does not apply to a corporation: 

“(a) that was an investment corporation, a mortgage in- 
vestment corporation within the meaning assigned by 
subsection 130.1(6), a mutual fund corporation, a deposit 
insurance corporation’ within the» meaning assigned by 
paragraph 137.1(5)(a) or a non-resident-owned invest- 
ment corporation throughout the relevant taxation year; 
or abi} 


(b) in respect of which any amount was deducted from its 
tax otherwise payable under this Part for the year by vir- 
.. tue of section.125. s oareiky Res eoricresint ail 8 

Paras. 123.2(1)(a) substituted, (c), (d) and subsec. 123:2(3) repealed 
by 1974-75-76, c. 71,.s. 4, applicable, as to para. 123.2(1)(a), to 
1975 et seq. and, as to paras. 123,2(1)(c),-(d) and. subsec, 123.2(3), 
to 1977 et seq. In para. 123.2(1)(a) reference to subsec. 127(5) is 
added. Paras. 123.2(1)(c), (d) and subsec. 123.2(3) formerly read: 


(c) for S ’ 
(i) the 1974 taxation year, 30%, my 
(ii) the 1975 taxation year, 28%, and 
(iii) the 1976 taxation year, 29%, 


7 __ of the corporation’s taxable, production profits from oil.or 
gas wells in Canada for the year, 1 


(d) 25% of the corporation’s taxable ‘production profits 
from mineral resources in Canada for the year,’ and 


oe eee 


(3) Calculation of percentage for particular taxation 
year — For the purposes of paragraph (1)(c), where a Corpo- 
ration has a taxation year (in this subsection referred to as 
“the particular taxation year’) part of which is before and part 
of which is after the commencement of the 1975 or 1976 cal- 
endar year (in this subsection referred to as “the particular 
calendar year”), the percentage referred to in that paragraph 
for the particular taxation year shall be the percentage equal 
to the aggregate of : A) 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
portion of the particular taxation year that is in the partic- 
ular calendar year is of the number of days after May 6, 
1974 in the particular taxation year, and 


(b) that proportion of the percentage so referred to for the 


S.123,3. 


taxation year immediately preceding the particular taxa- 
tion year that the number of days after May 6,.1974 in 
that portion of the particular taxation year that is in the 
calendar year immediately preceding the particular calen- 
dar year is of the number of days after May 6, 1974 in the 
particular taxation year.) oe hs 
S. 123.2 added by 1974-75-76, c. 26, ‘subsec. 78(1), applicable to 
the 1974 and subsequent taxation years except that, where a corpo- 
ration has a taxation year part of which is before May 7, 1974 and 
part of which is after May 6, 1974, subsection 123.2(1) shall be read 
as if there were included in the aggregate of the amounts determined 
under paragraphs (b) to (€) thereof 38%. of 667/3%, of the amount by 
which ’ 


.(a) the aggregate,of the.corporation’s taxable production profits 
from oil or, gas wells in Canada for the year, as determined pur- 
suant to section 124.2 of the said Act (read without reference to 
subparagraph (1)(c)(iii) thereof and without regard to subsec- 
tion 80(3) of this Act), and its taxable production profits from 
mineral resources in Canada for the year, as determined pursu- 
ant to section 124.1 of the said Act, (read without reference to 
subparagraph’ (1)(c)(iit) thereof. and without: regard to subsec- 
tion 80(2) of this Act), ¢ e's 


exceeds 


(b), the aggregate of the amounts determined under subsections 
80(2) and (3):of this Act, if.they were read without reference to 
paragraphs 80(2)(i) and, 80(3)(i), in respect of the corporation. 


123.3 Refundable tax on CCPC’s investment 
income — There shall be added to the tax other- 
wise payable under this Part for each taxation year 
by a corporation that is throughout the year a Cana- 
dian-controlled private corporation an amount equal 
to 6 73% of the lesser of 


(a) the corporation’s aggregate investment in- 
come for the year (within the meaning assigned 
by subsection 129(4)), and | 
(b) the amount; if any, “by which its taxable in- 
come for thé’’year exceeds the least of the 
amounts determined in respect of it for the year 
under paragraphs 125(1)(a) to (c). - 
Related Provisions: 123.2(a) — Corporate surtax applies to total 
tax before adding this refundable tax; 125(1)(b)(i),' 126(7)“‘tax for 
the year otherwise payable: under this Part’*(b), (c):- Refundable 


tax ignored for foreign tax credit purposes; 129(3)(a)G)A — Refund 
of tax (plus 20 points of regular tax on the same income). 


History [s. 123.3]: S. 123.3 added by 1996, c, 21,., 25, applicable 
to taxation years that end after June 1995 except that, in its applica- 
tion to such taxation years that begin before J uly 1995, the reference 
ins. 123.3 to “6 24%” shall be read as “that proportion of 67/3% that 
the number of days in the year that are after June 1995°is ‘of the: 
number of days in the year”. 


Pre-RSC History: Former s. 123:3 repealed by 1985, c. 45, s. 69, 
applicable to 1985 et seg. S. 123:3 formerly, read: 


123.3 Corporation surtax — There shall be added to the tax 
otherwise payable under this Part for a taxation year by a cor- 
poration (other than.a corporation that was throughout. the 
year an investment corporation, or a non-resident-owned in- 
vestment corporation) an amount equal to that proportion of 
5%.of.the amount, if any, by which 


(a) the tax otherwise payable under this Part by the cor- 
poration for the. year determined without reference to this 
. section, sections 123.4 and.126 (except for the purposes 
of section 125.1 and subsections 125(1) and (1.1)), sub- 
_ sections 127(3), (5) and (13)-and as_if subsection ,124(1) 
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were read without reference to the words “in a province” 
therein 


exceeds 


(b) in the case of a mutual fund corporation, the least of 
the amounts that would be determined under clauses 
131(6)(d)(i)(A), (B) and (C) in respect of the corporation 
for the year if this Act were read without reference to this 
section and section 123.4, and 


(c) in any other case, nil 


that the number of days in that portion of the year that is after 
December 31, 1979 and before January 1, 1982 is of the num- 
ber of days in the year. 


Paras. 123.3(a) and (b) substituted by 1980-81-82-83, c. 140, sub- 
sec. 84(1) and (2), applicable after 1981, to substitute “section 123.4 
and 126” for “section 126” in para. (a) and to substitute “this section 
and section 123.4” for “this section” in para. (b). 


S. 123.3. added by 1980-81-82-83, c. 48, s. 68, applicable to. 1980 et 
seq. 


Former s. 123.3 repealed by 1974-75-76, c. 71, s. 5, applicable to 
1976 et seq. S. 123.3 formerly read: 


123.3 Rate of tax for corporation with taxable production 
profits — Notwithstanding section 123, the tax payable under 
this Part for a taxation year by a corporation that has taxable 
production profits from mineral resources in Canada for the 
year or taxable production profits from oil or gas wells in 
Canada for the year (in this section referred to as “taxable 
production profits”) is, 


(a) where the aggregate of its taxable production profits 
is not less than its taxable income or taxable income 
earned in Canada for the year, as the case may be, 50% 
of its taxable income or taxable income earned in Can- 
ada, as the case may be; and 


- (b) in any other case, the aggregate of 
(i) 50% of the aggregate of its taxable production 


(1.1)), subsections 127(3), (5), (13), 127.2(1) and 
127.3(1) and as: if subsection 124(1) were read without 


reference to the words “in a province” therein 
exceeds 


(b) in the case of a Canadian-controlled private 
corporation 


(i) to which subsection 125(1) applies, the amount, if 
any, by which 


(A) 15% of the least of the amounts, if any, de- 
termined for the corporation for the year under 
paragraphs 125(1)(a) to (d) 

exceeds 


(B) the amount, if any, determined for the corpo- 
ration for the year under paragraph 125.1(1)(b), 
or 


(ii) to which subsection 125(1.1) applies, the amount, 
if any, by which 
(A) 23'3% of the lesser of the amounts, if any, 


determined for the corporation for the year under 
paragraphs 125(1.1)(a) and (b) 


exceeds 


(B) the lesser of the amount, if any, determined 
for the corporation for the year under paragraph 
125.1(1)(a) and 6% of the lesser of the amounts, 
if any, determined for the corporation for the 
year under paragraphs 125(1.1)(a) and (b), 
(c) in the case of a mutual fund corporation, the least of 
the amounts that would be determined under clauses 
131(6) (d)G)(A) to (C) in respect of the corporation for 
the year if this Act were read without reference to this 
section and sections 123.3 and 123.5, and 


(d) in any other case, nil 


that the number of days in that portion of the year that is after 
1981 and before 1983 is of the number of days in the year. 


ae ant Para. 123.4(a) substituted by 1984,:c. 1, subsec. 67(1), to add. 
(1) the. amount of the tax. payable for the year that “127.2(1) and 127.3(1)”, applicable to 1982 et seq. 
would be determined under section 123, except 
where otherwise provided, in respect of the corpora- S. 123.4 added by 1980-81-82-83, c. 140, s. 85. 
tion, if the “amount taxable” referred to therein was 

(A) its taxable income, or 123.5 [Repealed under former Act] 

(B) its taxable income earned in Canada, Pre-RSC History [s. 123.5]: S. 123.5 repealed by 1985, c. 45, s. 


minus the aggregate of its taxable production profits. 


Former s. 123.3 added by 1974-75-76, c. 26, subsec. 78(1), applica- 
ble to 1974 et seg. 


Transitional rule for former s. 123.3: See note to s. 124.2. ~~ 


Definitions [s. 123.3]: “Canadian-controlled Private corpora-.. 
tion” — 125(7), 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “taxable income” — 2(2), 248(1); “taxation year” — 249, 


123.4 [Repealed under former Act] 


Pre-RSC History [former s. 123.4]: S. 123.4 repealed by 1985, 
c. 45, s. 69, applicable to 1985 et seg. S. 123.4 formerly. read: 


123.4 Corporation surtax — There shall be added to the tax 
otherwise payable under this Part for a taxation year by a cor- 
poration (other than a corporation that was throughout the 
year an investment corporation or a non-resident-owned in- 
vestment corporation) an amount equal to that proportion of 
5% of the amount, if any, by which 


(a) the tax otherwise payable under this Part by the cor- 
poration for the year determined without reference to this 
section, sections 123.3, 123.5 and 126 (except for the 
purposes of section 125.1 and subsections 125(1) and 
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69, applicable to 1985 et seg. S. 123.5 formerly read: 


123.5 Idem — There shall be added to the tax otherwise pay- 
able under this Part for a taxation year by a corporation (other 
than a corporation that was throughout the year an investment 
corporation or a non-resident-owned investment corporation) 
an amount equal to that proportion of 2'/2% of the amount, if 
any, by which 


(a) the tax otherwise payable under this Part by the cor- 
poration for the year determined without reference to this 
section, sections 123.4 and 126 (except for the purposes 
of section 125.1 and subsections 125(1) and (1.1)), sub- 
sections 127(3), (5), (13), 127.2(1) and 127.3(1) and as if 
subsection 124(1) were read without reference to the 
words “in a province” therein . 


exceeds 


(b) in the case of a Canadian-controlled: private 
corporation 


(i) to which subsection 125(1) applies, the amount, if 
any, by which 


(A) 15% of the least of the amounts, if any, de- 
termined for the corporation for the year under 
paragraphs 125(1)(a) to (d) 
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exceeds. 


(B) the amount, if any, determined for the corpo- 
ration for the year under paragraph 125.1(1)(b), 
or ; 


(ii) to which subsection 125(1.1) Ainge ‘the amount, 
if ai by which 


(A) 23'5% of the lesser of the amounts, if any, 
determined for the corporation for the year under 
paragraphs 125(1.1)(a) and (b), 

exceeds 


(B) the lesser of the amount, if any, determined 
for the corporation for the year under paragraph 
125.1 (1)(a) and 6% of the lesser of the amounts, 
af any, determined :for. the corporation for the 
year under paragraphs 125(1.1)(a) and (b), 
(c) in the case of a mutual fund corporation, the least of 
the amounts that would be determined under clauses 
131(6)(d)G)(A) to (C) in respect of the corporation for 
the year if this Act were read without reference to this 
section and section 123.4, and ° 
(d) in any other case, nil 
that the number of days in that portion of the year that is after 
1982 and before 1984 is of the number of days in the year. 


Para, 123.5(a) substituted by 1984, c. 1, subsec. 68(1), to add 
“197.2(1) and 127.3(1)”, applicable to 1983. et, seq. 


S. 123.5 added by 1980-81-82-83, c. 140, s. 85. 


124. (1). Deduction from corporation tax — 
There may be deducted” from the tax otherwise pay- 
able by a corporation under this Part for a taxation 
year an amount equal to 10% of the corporation’ S 
taxable income earned in the year in a province. 
Related Provisions: 117(1) — Tax. payable under this Part, 
123.2(a) — 10% reduction applies for corporate surtax even if in- 
come not earned in a province; 133(4) — No deduction for non-res- 
ident-owned investment corporation. 

Pre-RSC History: Subsec. 124(1) amended to. substitute “in a 
province” for “in a province other than the Yukon Territory”, by 
1980-81-82-83, c. 48, s. 69, applicable. to 1980 et seq. 

Subsec. 124(1) amended to’ substitute “other than the Yukon Terri- 
tory” for “other than the Northwest Territories or the Yukon Terri- 
tory”,.by 1977-78, :c. 32, s. 31, applicable.to\1978 et seq. 
Interpretation Bulletins: IT-177R2: Permanent establishment of 
a corporation in a province and of a foreign enterprise in Canada; 
IT-347R2: Crown corporations; IT-393R2: Election re tax on rents 
and timber royalties — non-residents. 


(2) [Repealed under former Act] : 
Pre-RSC History: Subsec. 124(2) repealed by 1974-75-76, c. 71, 
s. 6, applicable to 1976 et seq. Subsec. 124(2) formerly read: 


(2) Idem — There may be deducted from the tax otherwise 
payable under this Part by a corporation for a taxation year an 
amount equal to 15% of the lesser of 


(a) its taxable production profits from mineral resources 
in Canada for the-year;. and 
(b) the amount, if any, by which its taxable income 
earned in the year exceeds the aggregate of 


(i) 4 times the amount, if any, deductible under sec- 
tion 125 from the tax for the year otherwise payable 


S: 124(3) 


by it under this Part, and 


(ii) its Canadian. investment income and. its: foreign 
investment income (within the meanings assigned by 
subsection 129(4)) for the year. — 


All that portion of subsec. 124(2) preceding subpara. (b)(i) substi- 
tuted by 1974-75-76, c. 26, subsec. 79(1), applicable to taxation 
years ending after May 6, 1974. That portion formerly tread: 


(2) There may be deducted from the tax otherwise payable 
under this Part by a corporation for a taxation year ending 
after 1976, an amount equal to 15% of the lesser of 


(a) its taxable production profits from mineral resources 
earned in the year in a province, and 


(b) the amount, if any, by which its taxable income 
earned in the year in a province exceeds the aggregate of 


(2.1), (2.2) [Repealed under former Act] 


Pre-RSC History: Subsecs. 124(2.1), (2. 2) repealed by 1974- 75- 
76, c. 71, s. 6, applicable to 1976 et seg. Subsecs. 124(2. o i 2) 
formerly read: 


(2.1) idem — There may be seated from the tax adthoowide 
payable under this Part yon a corporation for a taxation year an’ ~ 
amount equal to 


(a) for its 1974 taxation year, 10%, 
(b) for its 1975 taxation year, 12%, and | 
‘ (c) for its 1976 and subsequent taxation years, 15% 
of the lesser of 


(d) its taxable production profits from oil and § gas wells in 
Canada for the year, and 


(e) the amount, if any, by which the amount Asssribeas in 
‘paragraph 124(2)(b) exceeds the amount described in 
paragraph 124(2)(a). 


(2.2) Calculation of percentage for particular taxation 
year — For the purposes of subsection (2.1), where a corpo- 
ration has a taxation year (in this subsection referred to as 
“the particular taxation year”) part of which is before and part 
of which is after the commencement of the 1975 or 1976 cal- 
endar year (in this subsection referred to as “the particular 
calendar year”), the percentage referred to in subsection (2.1) 
for the particular taxation: year shall be. the nerirsiece vil 
to the aggregate of : 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
portion of the particular,taxation year that is in the partic- 
ular calendar year is of the number of days.after May 6, 
1974 in the particular taxation year, and 


(b) that proportion of the percentage so referred to for the 
taxation .year immediately preceding the particular. taxa- 
tion year that the number of days after May 6, 1974 in 
that portion of the particular taxation year that, is in the 
calendar year immediately preceding the particular-calen- 
dar year is of the number of days after May 6, 1974 in the 
particular taxation year. 


Subsecs. 124(2.1), (2.2) added. by 1974- 75- 16, c. 26, subsec. 79(2), 
applicable to taxation years ending after May 6; 1974. 


(3) Crown agents — Notwithstanding subsection 
(1), no deduction may be made under this section 
from the tax otherwise payable under this Part for a 
taxation year by a corporation in respect of any taxa- 
ble income of the corporation for the year that i is not, 


“Complementing the abatement allowed by subsec. 124(1) are the income taxes imposed, at various rates, by all the provinces. See introduc- 


tory pages. 
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because of an Act of Parliament, subject to tax under 
this Part or by a prescribed federal Crown corpora- 
tion that is an agent of Her Majesty. 

Related Provisions: 27 — Prescribed federal Crown corpora- 
tions are subject to Part I tax; 149(6) — Apportionment rule. 
History: Subsec. 124(3) amended by 1994, c. 7,Sch. VIII £1993. .c, 
24), s. 62, applicable to 1992 et seq. Subsec. (3) formerly read: 


(3) Crown agents — No deduction may be made under this 
section from the tax otherwise payable under this Part for a 
taxation year by a prescribed federal Crown corporation that 
is an agent of Her Majesty. 


Pre-RSC History: Subsec. 124(3) amended by 1984, c. 31, Sched- 
ule II, proclaimed in force September 1, 1984, to substitute “a pre- 
scribed federal Crown corporation” for “a corporation specified in 
Schedule D to the Financial Administration Act’. 

Regulations: 7100 (prescribed federal Crown corporation). 


Interpretation Bulletins: IT-347R2: Crown corporations. 
(4) Definitions — In this section, 


“province” includes the Newfoundland offshore 
area and the Nova Scotia offshore area;.. 


Pre-RSC History: The definition “province” was para. 124(4)(b). 


Para. 124(4)(b) amended to add “and the Nova Scotia offshore area” 
by 1988, c, 28, s. 251, applicable to taxation years commencing af- 
ter December 22, 1989. 

Para. 124(4)(b) added by 1987, c. 3, s. 234, applicable (by 1991, c. 
49, s. 237) to taxation years commencing after April 4, 1987. 


Interpretation Act: R.S.C. 1985, c. I-21, subsec. 35(1): 


“province” means a province of Canada, and includes the Yu- 
kon Territory and the Northwest Territories; 


Regulations: 400-413 (taxable income earned in the year in a 
province). 


“taxable income earned in the year in a province” 
means the amount determined under rules prescribed 
for the purpose by regulations made on the recom- 
mendation of the Minister of Finance. 


Pre-RSC History: The definition “taxable income earned...” was 
para. 124(4)(a). 


Regulations: 400-413 (taxable income eamed in the year in a 
province). 

Pre-RSC History [subsec. 124(4)]: Former para. 124(4)(b) re- 
pealed by 1974-75-76, c. 26, subsec. 79(3), applicable to taxation 
years ending after May 6, 1974. Para. 124(4)(b) formerly read: 


(b) “taxable production ‘profits from mineral resources 
earned in the year in a province” — “taxable production 
“profits from mineral resources earned in the year in a prov- 
ince” means the amount determined under rules prescribed 
for the purpose by regulations made on the recommendation 
~ of the Minister of Finance. - | 
Definitions [s. 124]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “mineral resource”, ““Newfound- 
land offshore area”, “Nova Scotia offshore area” — 248(1); “prov- 
ince” — 124(4), Interpretation Act 35(1); “taxable income” — 2(2), 
248(1); “taxable income earned in the year in a province” — 
124(4); “taxation year” — 249. 


124.1 [Repealed under former Act] 


Pre-RSC History: S. 124.1 repealed by 1974-75-76, c. 71, s. 7, 
applicable to 1976 et seg. (see also “transitional rule” under history 
to.s.,124.2). S. 124.J formerly read: 


124.1 (1) “Taxable production profits from a mineral 
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resource in Canada” defined — For the purposes of this 
Part, “taxable production profits from mineral resources in 
Canada” of a corporation for a taxation year means the 
amount, if any, by which the aggregate of 


(a) where the corporation has production from a mineral 
resource in Canada operated by it, the amount, if any, in- 
cluded in computing its income for the year by virtue of 
subsection 59(2.1) and paragraphs 59(3.2)(b) and (c), less 
any deduction allowed in computing its income by virtue 
of subsection 64(1.1), and 


(b) the amount, if any, of the aggregate of its incomes for 
the year from 


(i) the production in Canada of 


(A) petroleum, natural gas or related hydrocar- 
bons, or 


(B)' metals or minerals to any Stage that is not 
beyond the prime metal stage or its equivalent, 


from mineral resources in Canada operated by it, 


(ii) the processing in Canada of ores from mineral 
resources in Canada not operated by it to any stage 
that is not beyond the prime metal stage or its 
equivalent, and 


(ii) a rental or royalty, the amount of which is com- 
puted by reference to the amount or value of produc- 
tion from a mineral resource in Canada, 


exceeds 


(c) the aggregate of its losses for the year from those 
sources, computed in accordance with this Act, on the as- 
sumption that it had during the taxation year no-incomes 

_ or losses except from those sources and was allowed no 
deductions in computing its income for the taxation year. 
other than 


(i) amounts deductible under any of section 66 (other 
than amounts in respect of foreign exploration and 
development expenses as defined therein) and sub- 
sections 17(2) and (6) and section 29 of the Income 
Tax Application Rules, 1971 where the corporation 
has no taxable production profits from’ oil or gas ~ 
wells in Canada and, in any other case, such propor- 
tion of those amounts as may reasonably be regarded 
as wholly applicable to mineral resources in Canada, 


(i) the amount, if any, by which the aggregate of the 
losses referred to in paragraph 124.2(1)(c) exceeds 

the aggregate of the incomes referred. to-in 
paragraphs. 124.2(1)(a) and (b), 


* (iii) such part of the‘aggregate of amounts deducted 
under section 65 for the year as is in respect of 
sources of income described in any of subparagraphs 
(b)(i), (ii) and (iii), 


(iv) where no amount is deducted pursuant to subpar- 
agraph 124.2(1)(c)(iv) in computing its taxable pro- 
duction profits from oil or gas wells in Canada for 
the year, the amounts deductible or deducted, as the 
case may be, under subsection 66.1(2) or (3) and 
subsection 66.2(2) for the year, and 


(v) such other deductions. as may reasonably be re- 
garded as applicable to the sources of income de- 
scribed in any of subparagraphs (b)(i), (ii) and (iii). 


(2) Person having interest deemed to be an operator — 
For the purposes of this section, a person who has an interest 
in the proceeds of production from a mineral resource in Can- 
ada under an agreement providing that he is to share in the 
profits remaining after deducting the operating costs of the 
mineral resource shall be deemed to be a person who operates 
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the mineral resource. 


(3) Income or loss — Income or loss from a source de- 
scribed in paragraph (1)(b) does not include income or loss 
derived from transporting or processing petroleum, natural 
gas or related hydrocarbons. 


S. 124.1 added by 1974-75-76, c. 26, Bde 80(1) applicable to 
taxation years ending after May 6,.1974 and, where a corporation 
has ataxation year part of which is before May 7, 1974 and part of 
which is after May 6, 1974, in computing its taxable production 
profits from mineral resources in Canada gt the year, the following 
rules apply: 


(a) determine the portion at the amount saad iad be computed 
under subsection 124.1(1) if no'amounts' were deducted in com- 
puting that amount under paragraph 20(1)(a).or section 65 or 66 
(other than amounts in respect of foreign exploration and devel- 
opment expenses as defined therein) or section 66,1 or 66.2 or 
under subsection 17(2) or (6) or section 29 of, the Income Tax 
Application Rules, 1971, that may reasonably be regarded as 
“having been earned before May 7, 1974, 


_(b) determine the proportion of that partof the amount deducti- 
ble under paragraph 20(1)(a) for the taxation year that_may rea- 
sonably be regarded as having been deducted in respect of prop- 
erty acquired for the purpose of earning income from the 
sources referred to in paragraphs 124. 1(1)(a) and (b) that the 

_ number of days in that portion of the taxation year that is before 
May 7, 1974 is of the number of days. in the taxation year, 


(c) determine the amount deductible under section 66 or under 
‘subsection 17(2) or (6) or section 29 of the Income Tax Appli- 
cation Rules, 1971 for the taxation year in respect of Canadian 
exploration and development expenses that may reasonably be 
regarded as wholly applicable to income from sources referred 
to in paragraph 124.1(1)(b), 


(d) determine the amount, if any; by cits the amount deter- 

- mined. under paragraph (c) exceeds the amount by which, the 

_.- amount determined under paragraph (a) exceeds the amount de- 
-. termined under paragraph (b),, iy 


(e) determine the portion of the amount that would be computed 
under subsection 124.1(1). for the taxation year if no amounts 
+ were deducted in computing that amount under paragraph 
20(1)(a) or section 65, 66 (other than amounts in respect of for- 
eign exploration and development expenses. as defined therein), 
66.1 or 66.2 or under subsection .17(2) or (6) or section 29 of 
the Income Tax Application Rules, 1971 and that may reasona- 
bly. be:regarded. as having been earned. after May 6, 1974;, 


(f) determine the proportion of the part described in paragraph 
(b) that the number of days in that portion of the taxation year 
that is after May 6, ee is of the number of tele in the taxa- 
tion year, ° 


“(g) determine the amount deductible under ii Py 
124.1(1)(c)(iv) for the taxation year, 


(h) determine thé amount by which the amount described in 
paragraph (e) exceeds the aggregate of the amounts described i in 
paragraphs (d), (f) and (g), and 


(i) determine the amount deductible under section 65 of the said 
Act with respect to the amount determined in paragraph (h), 


and the corporation’s taxable production profits from mineral re- 
sources in Canada for that corporation’s taxation year part of which 
is before May 7, 1974 and part of which is after May-6, 1974 is the 
amount by which the amount determined under paragraph (h) ex- 
ceeds the amount determined under paragraph (i). 


Selected Cases [s. 124.1]: Echo Bay Mines Ltd. v. Guida. 
[1992] 2 C.T:C..182.(FCTD). (Gains from settlement of forward 
sales contracts for silver were “resource profits”). 
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124.2 [Repealed under former Act]. 


_ Pre-RSC History: S. 124.2 repealed by 1974-75-76, c. 7, Sinty 
sees to 1976 et seq. S. 124.2 formerly read: 


124.2 (1) “Taxable production profits from oil or gas wells 
in Canada” defined — For the purposes of this Part, “taxa- 


‘ble production profits from oil or gas wells in Canada” of a 


corporation for a taxation year means the amount, if any, by 


which the aggregate of 


(a) where no amount is included in computing the taxable 
production profits from mineral resources in Canada of 

~ the corporation by virtue of paragraph 124. 1(1)(a) and 
the corporation has production from an oil or gas well in 
Canada operated by it, the amount, if any, included in 
computing its income for the year by virtue of subsection 
59(2.1) and paragraphs 59(3.2)(b) and (c), less any de- 
duction allowed in computing its income by virtue of 
subsection 64(1.1), and 


(b) the amount if any, of the cua of its incomes for 
the year from 


(i) the production of petroleum, natural gas or related 
hydrocarbons from oil or gas wells in Canada oper- 
ated by it, and 


(ii) rentals or royalties, the amounts of which are 
‘ eomputed by reference to the amount or value of pro- 
duction from oil or gas wells in Canada, 


exceeds 


(c) the aggregate of its losses for the year from those 
sources, computed in accordance with this Act, on the as- 
sumption that it had during the taxation year no incomes 
or losses except from those sources, and was allowed no 
deductions in computing its income for the taxation year 
other than 


(i) amounts deductible under any of section 66 (other 

than amounts in respect of foreign exploration and 
development expenses as defined therein) and sub- 
sections 17(2) and (6) and section 29 of the Income 
Tax Application Rules, 1971 to the extent that those 
amounts are not deductible Siac to subparagraph 
124. 1(1)(©)@), 


(ii) the amount, if any, by which the aggregate of the 
losses referred to in paragraph 124.1(1)(c) exceeds 
the aggregate of the incomes referred to in 
paragraphs 124.1(1)(a) and (b), 


(iii) such part of the aggregate of amounts deducted 
under ‘Section 65 for the year as is in respect of 
sources of income described in subparagraphs (b)(i) 
and (ii), i 


(iv) where the corporation See ein from oil or 
gas wells in.Canada operated by it, the amounts de- 
ductible or deducted, as the case may be, under sub- 
section 66.1(2) or (3) and 66.2(2) for the year, and 


(v) such other deductions as may reasonably be re- 
garded as applicable to the sources of income de- 
scribed in subparagraphs (b)(i) and (ii), 


(2) Person having an interest deemed to be an opera- 
tor — For the purposes of this section, a person who has an 
interest in the proceeds of production from an oil or gas well 
in Canada under an agreement providing that he is to share in 
the profits remaining after deducting the operating costs of 
the oil or gas well shall be deemed to be a person who oper- 
ates the oil or gas well. 


(3) Income or loss — Income or loss from the production in 
Canada of petroleum, natural gas or related hydrocarbons 
from an oil or gas well does. not include income or loss de- 
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rived from transporting or processing petroleum, natural gas 
or related hydrocarbons. 


Transitional rule: 1974-75-76, c. 71, s. 8, as amended by 1980- 
81-82-83, c. 47, s. 42 (deemed in force December 2, 1975), provides 


as follows: 


8. Where a corporation that would have taxable production 
profits from oil'or gas wells in Canada within the meaning of 
section 124.2 of the said Act or taxable production’ profits 
from a mineral resource in Canada within the meaning of sec- 
tion 124.1 of the said Act for the year if the Act read as it 
read in its application to the, 1975 taxation year has a taxation 
year part of which is before 1976 and part. of which is after 
1975, the following rules apply: 


(a) determine 


(i) the taxable income of the corporation for the year, 
and 


(11) the tax that would otherwise be payable under 
Part I of the said Act by the corporation for the year 


_.as ifthe said Act read as.it read in its application to the 
1975 taxation year, without reference to section 126 or 
subsection 127(5) thereof and without reference to this 
section, 


(b) determine the proportion of the amount determined 
under subparagraph (a)(ii) that the number of days in the 
taxation year before 1976 is of the number of days in the 
taxation year, 


(c) determine 


(i) the taxable income of the corporation for the year, 
and 


(ii) the tax would otherwise be payable under Part I 
of the said Act by the corporation for the year 


as if the said Act read as it read in its application to the 
1976 and subsequent taxation years, without reference to 
section 126 or subsection 127(5) thereof and without ref- 
erence to this section, 


(d) determine the proportion of the amount determined 
under subparagraph (c)(ii) that the number of days in the 
taxation year after 1975 is of the number of days in the 
taxation year, 


(e) determine the aggregate of the amounts that would be 
deductible from the tax for the year otherwise payable 
under Part I of the said Act by the corporation, under sec- 
tion 126 of the said Act read without reference to para- 
graph (7)(d) thereof, as if the said tax otherwise payable 
by it were equal to the aggregate of the amounts deter- 
mined under paragraphs (b) and (d) and any amount so 
determined under subsection 126(2) of the said Act shall 
be deemed, for the ‘purposes of paragraph 126(7)(b) of 
the said Act, to be the amount deducted under subsection 
126(2) for the year, 


" (f) determine the amount that would be deductible by the 
corporation for the year under subsection 127(5) of the 
said Act from the tax for the year otherwise payable 
under Part I of the said Act by it as if the said tax payable 
were the amount by which 


(i) the aggregate of all amounts determined under 
paragraphs (b) and (d) 


exceeds 
(ii) the aggregate determined under paragraph (e) 


and the amount so determined is the amount deducted 
under subsection 127(5) of the said Act for the year, 


(g) the tax payable for the year under Part I of the said 
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Act by the corporation is the amount by which 


(i) the aggregate of all amounts determined under 
paragraphs (b) and (d) 


exceeds 


(ii) the aggregate of the amounts determined under 
paragraphs (e) and (f), 


(h) the taxable income or taxable income earned in Can- 
ada, as the case may be, of the corporation for the year is 
the aggregate of 


(i) the proportion of the amount determined under 
subparagraph (a)(i) that the number of days in the 
taxation year before 1976 is of the number of days in 
the taxation year, and 


(ii) the proportion of the amount determined under 
subparagraph (c)(i) that the number of days in the 
taxation year after 1975 is of the number of days in 
the taxation year, and 


(i) the amount deducted or deductible, as the case may 
be, for the taxation year under paragraph 20(1)(a) or (b), 
section 65 or 66 or subsection 66.1(2) or (3) or 66.2(2) of 
the said Act is the aggregate of 


(i) the proportion of the amounts deducted or deduct- 
ible by virtue of those provisions in the determina- 
tion of taxable income under paragraph (a) that the 
number of days in the taxation year before 1976 is of 
the number of days in the taxation year, and 


(ii) the proportion of the amounts deducted or de- 
ductible by virtue of those provisions in the determi- 
nation of taxable income under paragraph (c) that the 
number of days in the taxation year after 1975 is of 
the number of days in the taxation year. 


S. 124.2 added by 1974-75-76, c. 26, subsec. 80(1), applicable to 
taxation years ending after May 6, 1974, and where a corporation 
has a taxation year part of which is before May 7, 1974 and part of 
which is after May 6, 1974, in computing its taxable production 
profits from oil or gas wells in Canada for the year, the following 
rules apply: 
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(a) determine the portion of the amount that would be computed 
under subsection 124.2(1) if no amounts were deducted.in com- 
puting that amount under paragraph 20(1)(a) or section 65 or 66 
(other than amounts in respect of foreign exploration and devel- 


_ opment expenses as defined therein) or section 66.1 or 66.2 or 


under subsection 17(2) or (6) or section 29 of the Income Tax 
Application Rules, 1971, and that may reasonably be regarded 
as having been earned before May 7, 1974, 


(b) determine the proportion of that part of the amount deducti- 
ble under paragraph 20(1)(a) for the taxation year that may rea- 
sonably be regarded as having been deducted in respect of prop- 
erty acquired for the purpose of earning income from sources 
referred to in paragraph 124.2(1)(b) from the production in 
Canada of petroleum, natural gas or related hydrocarbons that 
the number of days in that portion of the taxation year that is 
before May 7, 1974 is of the number of days in the taxation 
year, 


(c) determine the amount deductible under section 66 or under 
subsection 17(2) or (6) or section 29 of the Income Tax Appli- 
cation Rules, 1971 in respect of Canadian exploration and de- 
velopment expenses that may not reasonably be regarded’as be- 
ing wholly applicable to sources referred to in paragraph 
124.1(1)(b) to the extent that they are not allowed as a deduc- 
tion under subparagraph 124.1(1)(c)(i), 


(d) determine the amount, if any, by which the amount deter- 
mined under paragraph (c) exceeds: the amount by which the 
amount determined under paragraph (a) exceeds the amount de- 
termined under paragraph (b), 
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(e) determine the portion of the amount that would be computed 
under subsection 124.2(1) if no amounts were deducted in com- 
puting the amount under paragraph 20(1)(a) or section 65, 66, 
66.1 or 66.2 or under subsection 17(2) or (6) or section 29 of 
the Income Tax Application Rules, 1971 and that may reasona- 
bly be regarded as having been earned after May 6, 1974, 


(f) determine the proportion of the part described in paragraph 
(b) that the number of days in that portion of the taxation year 
that is after May 6, 1974 is of the jap of days in the taxa- 
tion year, 


(g) determine the amount detiuariee under subparagraph 
124.2(1)(c)Qv), 


(h) determine the amount by which the amount described in 
paragraph (e) exceeds the aggregate of the amounts described in 
paragraphs (d), (f) and (g), and 


(i) determine the amount deductible under section 65 of the said 
Act with respect to the amount determined in paragraph (h), 


and the corporation’ s taxable production profits from oil or gas 
wells in Canada for that corporation’s taxation year part of which is 
before May 7, 1974 and part of which is after May 6, 1974 is the 
amount by which the amount determined under paragraph (h) ex- 
ceeds the amount determined under paragraph (i). 


Selected Cases [s. 124.2]: Echo Bay Mines Ltd. v. Canada, (a) the: amount, if any, by which the total of 
[1992] 2 C.T.C. 182 (FCTD) saat from settlement of forward (i) the total of all amounts each of which is the 
sales contracts for silyer were “resource profits’). income ofthe corporation for the year from an., 
active business carried on.in Canada (other. . 
125. (1) Small business. deduction — There than the income of the corporation for the year 
‘may be deducted from the tax otherwise payable from a business carried on by it as.a.member 
under this Part for.a taxation year by a corporation of a partnership), and 


that was, throughout a taxation year, a Canadian- 
controlled private corporation, an amount rdual to 
16% of the least of ; 


(ii) the specified partnership. income of the 
corporation for the year 


exceeds the total of 


(iii) the total of all amounts each of which is a 
loss of the corporation for the year from: an 
active business carried on in Canada (other 
than a loss of the corporation for the year 
from a business carried on by it'as a member 
of a partnership), and 


(iv) the specified partnership loss of the cor- 
poration for the year, 


(b) the amount, if any, by which the corporation’s 
taxable income for the year exceeds the total of 


(i) '% of the total of the amounts that would 
be deductible under subsection 126(1) from 
' the tax for the year otherwise payable under 
this Part by it if those amounts were deter- 
mined without reference to section 123.3, 


(ii). 1% of the total of amounts deducted under 
subsection 126(2) from, the tax for the year 
otherwise payable by it under this Part, and 


(iii) the amount, if any, of the’ corporation’ S 
taxable income for the year that is not, be- 
cause of an Act of Parliament, subject to tax 
under this Part; and: 


(c) the corporation’s business limit for the year. 


Related Provisions: 123.2(a)— Corporate surtax applies to total 
tax before claiming small business. deduction; 125(2)-(5) — Re- 
striction of deduction to $200,000 of active business income; 
125(5.1) — Elimination of small business deduction for large cor- 
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S. 125(1) 


porations; 137(3), (4) — Credit unions — small business deduction. 


History: Subpara. 125(1)(b)(i) amended by 1996, c. 21, subsec.: 


26(1), applicable to taxation years that end after June 1995. Sub- 
para. (i) formerly read: 


(i) '% of the total of amounts deducted under subsection 
126(1) from the tax for the year otherwise payable by it under 
this Part, 


Subpara. 125(1)(b)(iii) added by 1994, c. 7, Sch. VIII (1993, c. 24), 


subsec. 63(1), applicable to 1992 et seg. 


Pre-RSC History: That portion of subsec. 125(1) preceding para. 
(a) amended by 1988, c. 55, subsec. 102(1), to substitute “through- 
out a taxation year” for “throughout the year” and “16%” for “21%” 
applicable to taxation years ending after June 1988, except that 
there shall be added to the amount otherwise determined under sub- 
sec. 125(1), in respect of a taxation year of a corporation commenc- 
ing before July 1988 and ending after June 1988, that proportion of 
5% of the least of the amounts determined under paras. 125(1)(a) to 
(c) in respect of the corporation for the year that the number of days 
in the year that are before July 1988 is of the number of days in the 
year. 


Subpara. 125(1)(b)(i) substituted and subpara. 125(1)(b)(ii) 
amended to substitute “'/s of the aggregate” for “2 times the aggre- 
gate”, by 1988, c. 55, subsec. 102(2), applicable to taxation years 
ending after June 1987, except that in its application to taxation 
years ending after June 1987 and commencing before July 1988, 
subparas. 125(1)(b)(i) and (ii) shall be read‘as follows: 


(i) '% of the aggregate of amounts that would be deductible 
under subsection 126(1) from the tax for the year otherwise 
payable by it under this Part if the amount determined under 
subparagraph 126(7)(d)(i) were determined without reference 
to subparagraph 123(1)(a)(iv), and 


(ii) 2 times the aggregate of amounts deducted under subsec- 
tion 126(2) from the tax for the year otherwise payable by it 
under this Part, and 


Subpara. 125(1)(b)(i) formerly read: 


(i) '%4 of the aggregate of amounts that would be deductible 
under subsection 126(1) from the tax for the year otherwise 
payable by it:under this Part if the amount determined under 
subparagraph 126(7)(d)(i) were determined without reference 
to paragraph 123(1)(c), and 


Subpara. 125(1)(b)(i) substituted by 1986, c. 55, subsec. 45(2), ap- 
plicable to taxation years ending after June 1987. Subpara. 
125(1)(b)G) formerly read: 


(i) '% of the aggregate of amounts deducted under subsection 
126(1) from the tax for the year otherwise payable by it under 
this Part, and 


Subsec. 125(1) substituted by 1984, c. 45, s. 40, applicable to 1985 
et seq. Subsec. 125(1) formerly read: 


(1) Small business deduction — There may be deducted 
from the tax otherwise payable under this Part for a taxation 
year by a corporation (other than a corporation that carried on 
a non-qualifying business in Canada in the year) that was, 
throughout the year, a Canadian-controlled private corpora- 
tion, an amount equal to 21% of the least of 


(a) the amount, if any, by which the aggregate of 


(i) the aggregate of all amounts each of which is the 
income of the corporation for the year from an active 
business carried on in Canada other than the income 
of the corporation from a business carried on by it as 
a member of a partnership, 


(ii) the aggregate of all amounts each of which is an 
amount in respect of a partnership of which the cor- 
poration was a member (other than a partnership to 
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which it was joined in the year) equal to the lesser of 


(A) for each fiscal period of the partnership coin- 
ciding with or ending in the year, the corpora- 
tion’s income from an active business carried on 
in Canada by it as a member of the partnership, 
and 


(B) the specified limit of the corporation for. the 
year in respect of the partnership, and 


(iii) the aggregate of all amounts each of which is an 
amount in respect of a group of connected partner- 
ships to which the corporation was joined in the year 
equal to the lesser of 


(A) the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is an amount in respect of a partner- 
ship in the group for a fiscal period of the 
partnership coinciding with or ending in the 
year, equal to the corporation’s income from 
an active business carried on in Canada by it 
as a member of the partnership 


exceeds 


(II) the aggregate of all amounts each of 
which is an amount in respect of a partner- 
ship in the group for a fiscal period of the 
partnership coinciding with or ending in the 
year, equal to the corporation’s loss from an 
active business carried on in Canada by it as 
a member of the partnership, and 


(B) the specified limit of the corporation for the 
year in respect of the group of connected 
partnerships 


exceeds the aggregate of 


(iv) the aggregate of all amounts each of which is a 
loss of the corporation for the year from an active 
business carried on in Canada (other than a loss from 
a business carried on by it as a member of a partner- 
ship to which it was joined in the year), and 


(v) the aggregate of all amounts each of which is an 
amount in respect of a group of connected partner- 
ships to which the corporation was joined in the year 
equal to the amount, if any, by which the amount de- 
termined in respect of the corporation for the year 
under subclause (iii)(A)(II) exceeds the amount de- 
termined in respect of the corporation for the year 
under subclause (iii)(A)(I); 


_ (b) the amount, if any, by which the corporation’s taxable 
income for the year exceeds the aggregate of 


Gi) '%4 of the aggregate of amounts deducted under 
subsection 126(1) from the tax for the year otherwise 
payable by it under this Part, and 


(ii) 2 times the aggregate of amounts deducted under 


subsection 126(2) from the tax for the year otherwise 
payable by it under this Part, 


(c) the corporation’s business limit for the year, and 


(d) the amount, if any, by which the corporation’s total 
business limit for the year exceeds its cumulative deduc- 
tion account at the end of the immediately Pere iax- 
ation year. 


Para. 125(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 70(1), 
applicable with respect to fiscal periods of partnerships commenc- 
ing after December 11, 1979. Para. 125(1)(a) formerly read: 


(a) the amount, if any, by which 


(i) the aggregate of all amounts each of which is the in- 
come of the corporation for the year from an active busi- 
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ness carried on in Canada, 
exceeds 


(ii) the aggregate_of all amounts each of which is a loss 
of the corporation for the. year from an active, business_, 
carried on in Canada, 


That portion of subsec. 125(1) preceding para. (a) substituted, and 
that portion of subsec. 125(1) following para. (d) repealed by 1979, 
c, 5, subsecs. 38(1), (2), applicable, as to the substituted portion, to 
taxation years commencing after 1979 in respect of corporations in 
existence, on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. The portion preceding 
para. (a) formerly read: 


125. (1) There may be deducted from the tax otherwise paya- 
ble under this Part for a taxation year by a corporation that 
was, throughout the year, a Canadian-controlled private cor- 
poration, an amount equal to 25% of the least of 


The portion following para. (d) formerly read: 


except that in applying this section for a taxation year after 
the 1972 taxation year, the reference in this subsection to 
“95%” shall be read as a reference to “24%” for the 1973 
taxation year, “23%” for the 1974 taxation year, “22%. for. 
the’ 1975 taxation year, and “21%” for the 1976 and subse- ¢ 
quent taxation years , SD 


Selected Cases [subsec. 125(1)]: Protos Shipping Ltd. v. Can- 
ada, {1989] 1 C.T-C. 1 (FCTD) (Capital dividend account calcula- 
ble for yedrs before taxpayer becomes Canadian-controlled private 
corporation); Freeway Properties ‘Inc. v. The Queen, [1985] 1 
C.T.C. 222 (FETD) (Profit from land trading active business.-in- 
come); Morbane Developments Ltd. v. MNR, [1983] C.T.C,. 338 
(FCA) (Compensation for expropriation active business income, not 
Canadian investment income); The Queen v. B & J Music Ltd., 
[1983] C.T.C. 50 (FCA); leave to appeal to SCC refused (1983), 50 
NR 159 (note) (Capital dividend account calculable for years before 
taxpayer becomes Canadian-controlled private corporation); The 
Queen v. Cadboro. Bay Holdings Ltd., [1977] C.T.C. 186 (FCTD) 
(Rental income from shopping centre active business income); ESG 
Holdings Ltd. v. The Queen, [1976] C.T.C. 295 (FCA) (Income 
from business carried’ on by: independent agent for taxpayer active 
business income); The Queen vi Rockmore Investments Ltd., [1976] 
C.T.C. 291 (FCA) (Whether business. active is question of fact). 


Interpretation Bulletins: IT-362R: Patronage dividends; IT- 
458R: Canadian-controlled private corporation. See also list at end 
of s. 125. 


Information Circulars: 88-2, para. 11: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Forms: T2S(7): Calculation of active business and investment in- 
come; T2S(7)(A): Income from corporate partnerships; T549: New 
Brunswick small business corporate tax reduction; T700: Saskatche- 
wan corporate tax reduction for new small businesses; T701: Nova 
Scotia corporate’ tax reduction for new small businesses; T708: 
Prince Edward Island small business deduction; T745 — New- 
foundland corporate tax reduction for new small businesses; T1001: 
Northwest Territories small business deduction. 


(1.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(1.1) repealed by 1984, c. 45, s. 40, 


applicable to 1985 et seg. Subsec. (1.1) formerly read: 


_ (1.1) Idem — There may be deducted from the tax otherwise 
payable under this Part for a:taxation year by a corporation 
that was, throughout. the. year, a Canadian-controlled private 
corporation and that carried on a non-qualifying business in 
Canada in the year,.an amount equal to 127/3% of the lesser of 


(a)‘the amount, if‘any, by which the aggregate of 


(i) the aggregate of all amounts each of which is the 
income of the corporation for the year from a busi- 
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- ness carried: on in Canada that is an active business 
or a non-qualifying business other than the income of 
the corporation from a business carried on by it as a 
member of a partnership, 


(ii) the aggregate of all amounts each of which is an 
amount in respect of a partnership of which the cor- 
" poration was a member (other than a partnership to 
which it was joined in the year) equal to the lesser of 


(A) for each fiscal period of the partnership coin- 
ciding with or ending in the year, the corpora- 
tion’s income from an active business or a non- 
qualifying business carried on in Canada by it as 
a member of the partnership, and 


(B) the specified limit of the corporation for the 
year in respect of the partnership, and 


(iii) the aggregate of all amounts each of which is an 
amount in respect of a group of connected partner- 
ships to which the corporation was joined in the year 
equal to the lesser of 


(A) the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is an amount in respect of a partner- 
ship in the group for a fiscal period of the 
partnership coinciding with or’ending in the 
year, equal to the corporation’s income from 
a business that is an active business or a 
non-qualifying business carried on in Can- 
ada by it as a member of the partnership 


exceeds 


(Il) the aggregate. of all amounts each of 
which is an amount in respect of a partner- 
ship in the group for a fiscal period of the 
partnership coinciding with or ending in the 
year, equal to the corporation’s loss from a 
business that is an active business or a non- 
qualifying business carried on in Canada by 
it as a member of the partnership, and 


(B) the specified limit of the corporation for the 
year in respect. of the group of connected 
partnerships 


exceeds the aggregate of 


(iv) the aggregate of all amounts each of which is a 
loss of the corporation for the year from a business 
that is an active business or a non-qualifying busi- 
ness carried on in Canada (other than a loss from a 
business carried on by it as a member of a partner- 
ship to which it was joined in the year), and 


(v) the aggregate of all amounts each of which is an 
amount in respect of a group of connected partner- 
ships to which the corporation was joined in the year 
equal to the amount, if any, by, which the amount de- 
termined in respect of the corporation for the year 
under subclause (iii)(A)(I) exceeds the amount de- 
termined in respect of the corporation for the year 
under subclause (iii)(A)(1); and: 

(b) the least of the amounts that would be determined 

under paragraphs (1)(b), (c) and.(d) in respect of the cor- 

poration for the year if subsection (1) applied to the cor- 

poration in respect of the year. 

Para. 125(1.1)(a) substituted by 1980-81-82-83, c. 48, subsec. 70(2), 


applicable with respect to fiscal periods of partnerships commenc- 
ing after December 11, 1979. Para. 125(1.1)(a) formerly read: 


(a) the amount, if any, by which 


(i) the aggregate of all amounts each of which is the in- 
come of the corporation for the year from a business car- 
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ried on in Canada that is an active business or a non-qual- 
ifying business, 


exceeds 


(ii) the aggregate of all amounts each of which is a loss 
of the corporation for the year from a business carried on 
in Canada that is an active business or a non-qualifying 
business; and 


Subsec. 125(1.1) added by 1979, c. 5, subsec. 38(3), applicable to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979, and to taxation years commencing 
after October 23, 1979 in any other case. 


Selected Cases [subsec. 125(1.1)]: Hawboldt Hydraulics 
(Canada) Inc. Estate (Trustee of) v. Canada, [d992 |: 2;E_ C2363 
(FCTD) (Particular equipment used by taxpayer primarily in manu- 
facturing or processing of goods for sale or lease); Qit-Fer et Titane 
Inc. v. Canada, [1996] 2 C.T.C. 30 (FCA) (Manufacturing and 
processing deduction not allowed in respect of mining activities; 
gerund and infinitive forms of verbs have same meaning); Rolls 
Royce (Canada) Ltd. v. Canada, {1991} 2 C.T.C: 252 (FCTD); aff'd 
[1993] 1 C.T.C. 272, 93 DTC 5031 (FCA) (Overhauling of aircraft 
engines not manufacturing or processing); International Mercantile 
Factors Ltd. vy. Canada, [1990] 2 C.T.C. 137 (FCTD); aff’d [unre- 
ported] (Dec. 15, 1992), File A-520/522/524/525-90 (FCA) (Tax- 
payer not Canadian-controlled private corporation where nominees 
of two public companies holding 50% of shares have majority on 
board). ’ 


(2) Interpretation of “business limit” — For the 
purposes of this section, a corporation’s “business 
limit” for a taxation year is $200,000 unless the cor- 
poration is associated in the year with one or more 
other Canadian-controlled private corporations in 
which case, except as otherwise provided in this sec- 
tion, its business limit for the year is nil. 

Related Provisions: 125(3)-(5) — Business limit to be shared 
among associated corporations; 125(5.1) — Elimination of small 
business deduction for large corporations; 248(1)“business limit” — 
Definition applies to entire Act: 


Pre-RSC History: Subsec. 125(2) substituted by 1984, c. 45, s. 
40, applicable to 1985 et seq. Subsec. 125(2) formerly read: 


(2) Amount of business limit and total business limit — 
For the purposes of this section, 


(a) a corporation’s “business limit” for a taxation year is 
$200,000, and 


(b) its “total business limit” for a taxation year is 
$1,000,000, - 


unless the corporation is a member of an associated group in 
the year, in which case, except as otherwise provided in this 
section, its business limit-for the year is nil and its total busi- 
ness limit for the year is nil. 


Subsec. 125(2). substituted by 1984, c. 1, subsec. 69(1), applicable 
to 1983 et seq. Subsec. 125(2) formerly read: 


(2) Amount of business’ limit and total business limit — 
For the purposes of this section, 


(a) a corporation’s “business limit” for a taxation year is 
$200,000, and 


(b) its “total business limit” for a taxation year is 
$1,000,000, 


unless the corporation is associated in the year with one or 
more other Canadian-controlled private corporations in which 
case, except as otherwise provided in this section, its business 
limit for the year is nil and its total business limit for the year 
is nil. 
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Paras. 125(2)(a) and (b) substituted by 1980+-81-82-83, c. 140, sub-— 
sec. 86(1), to substitute the business limit of “$200,000” for 
“$150,000” and to substitute the total business limit of 
“$1,000,000” for “$750,000,” applicable to the 1982 and subse- 
quent taxation years. 


Paras. 125(2)(a), (b) substituted by 1976-77, c. 4, subsec. 49(1), ap- 
plicable to 1976 et seg. Paras. 125(2)(a), (b) formerly read: 


(a) a corporation’s “business limit” for a taxation year is | 
$100,000, and 


(b) its “total business limit” for a taxation year is $500,000, 


Paras. 125(2)(a), (b) substituted by 1974-75-76, c. 26, subsec. 81(1); 
applicable to 1974 et seq. Paras. 125(2)(a), (b) formerly read: 


(a) a corporation’s “business limit” for a taxation year is 
$50,000, and 


(b) its “total business limit” for a taxation year is $400,000, 
Interpretation Bulletins: See list at end of s. 125. 


Information Circulars: 88-2, para. 18: General anti-avoidance 
tule — section 245 of the Income Tax Act. 


(3) Associated corporations — Notwithstanding 
subsection (2), if all of the Canadian-controlled pri- 
vate corporations that are associated with each other 
in a taxation year have filed with the Minister in pre- 
scribed form an agreement whereby, for the purposes 
of this section, they allocate an amount to one or 
more of them for the taxation year and the amount so 
allocated or the total of the amounts so allocated, as 
the case may be, is $200,000, the business limit for 
the year of each of the corporations is the amount so 
allocated to it. 


Related Provisions: 125(4) — Failure to file agreement; 
125(5) — Special rules for business limit; 256(1) — Associated 
corporations. 


Pre-RSC History: Subsec. 125(3) substituted by 1984, c. 45,\s. 
40, applicable to 1985 et seg. Subsec: 125(3) formerly read: 


(3) Member of an associated group — Notwithstanding 
subsection (2), if 


(a) all of the members of an associated group in a taxa- 
tion year have filed with the Minister in prescribed form 
an agreement whereby, for the purposes of this section, 


(i) they allocate an amount to one or more of the 
members for the taxation year and the amount so al- 
located or the aggregate of the amounts so allocated, 
as the case may be, is $200,000, and 


(ii) they allocate an amount to one or more of the 
members for the taxation year and the aggregate of 
the amounts so allocated, as the case may be, is 
$1,000,000, and 


(b) the amount allocated under subparagraph (a)(ii) to 
each member for the taxation year is not less than that 
member’s cumulative deduction account at the end of the 
immediately preceding taxation year, 


the business limit for the year of each member to whom 
amounts have been allocated under subparagraphs (a)(i) and 
(ii) is the amount so allocated to the member under subpara- 
graph (a)(i) and the total business limit for the year of each 
member to whom amounts have been so allocated is the 
amount so allocated to the member under subparagraph 


(a)(ii). 
Subsec, 125(3) substituted by 1984, c. 1, subsec. 69(1), applicable 
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to 1983 et seg. Subsec. 125(3) formerly read: ~ © 


(3) Associated corporations — Notwithstanding subsection 
(2), if 
(a) all of the Canadian-controlled private corporations of 
a group that are associated with each other in a taxation 
year have ‘filed with the Minister in prescribed form an 
agreement whereby, for the purposes of this section,’ 


(i) they allocate an amount to one or more of them 
for the taxation year and the amount so allocated or 
the aggregate of the amounts so allocated, as the case 
may be, is $200,000, and 


(ii) they allocate an amount to one or more of them 
for the taxation year and the amount so allocated or 
the: aggregate of the amounts so allocated, as the case 
may be, is $1,000,000, and 7 
(b) the amount so allocated under subparagraph (a)(ii) to” 
each such corporation for the taxation yéar is not less 
than that corporation’s cumulative deduction account at 
the end of the immediately preceding taxation year, ~ 


the business limit for the year of each of the corporations is 
‘the amount-so allocated to it under subparagraph (a)G@) and 
the total business limit for the year of each of the corporations 
is the amount so allocated to it under subparagraph (a)(ii). 
Subparas. 125(3)(a)(i) and (ii) substituted by 1980-8 1-82-83, c. 140, 
subsec. 86(2), to substitute “$200,000” for “$150,000” in subpara. 
(i) and to substitute “$1,000,000” for “$750,000,” in subpara. (ii). 
Subparas. 125(3)(a)(i) and (ii). applicable to the 1982 and subse- 
quent taxation years. 


Subparas. 125(3)(a)(i), | Gi) substituted: by 1976-77, c. 4, subsec. 
49(2), applicable to 1976 ‘et seq. Subparas. 125(3)(a)@), Gi) for- 
merly read: 
(i) they allocate an amount to one or more of them for the 
» taxation. year and the amount so allocated or the aggregate of 
the amounts’ so allocated, as the case may. be, is $100,000, 
eT nt Dees oles ct 
(ii) they allocate’ an.amount to one or more of them for the 
taxation year and-the amount so allocated or the aggregate of 
the amounts so allocated, as the case may be, is $500,000, 
and 
Subparas. 125(3)(a)(i), (ii) Substituted by 1974-75-76, c. 26, subsec. 
81(2), applicable to 1974 et seq. Subparas. 125(3)(a)(i), (ii) for- 
merly read: ery ee 


(i) they allocate an amount to one or more of: them for the 
taxation year and the amount so allocated or the aggregate of 
the amounts so allocated, as the case. may be, is $50,000, and 


(ii) they allocate an amount to one or more of them for the 
taxation year and the amount so allocated or the aggregate of 
the amounts so allocated, as the case may be, is $400,000, . 
and od 


Forms: T2013: Agreement among associated corporations. 


(4) Failure to file agreement — If any of the Ca- 
nadian-controlled “private corporations that are asso- 
ciated with each other in a taxation year has failed to 
file with the Minister an agreement as contemplated 
by subsection (3) within 30 days after notice in writ- 
ing by the Minister has been forwarded to any of 
them that such an agreement is required for the pur- 
pose of any assessment of tax under this Part, the 
Minister shall, for the purpose of this section, allo- 
cate an amount to one or more of them for the taxa- 
tion year, which amount or the total of which 
amounts, as the case may be, shall equal $200,000, 
and in any such case, notwithstanding subsection (2), 


S. 125(4) 


thé business limit for the year of each of the corpora- 
tions is the amount so allocated to it. oi 


Related Provisions: 256(1) — Associated corporations. 


Pre-RSC History: Subsec. 125(4) substituted by 1984, c. 45, s. 
40, applicable to 1985 et seg. Subsec. (4) formerly read: 


(4) If any member of an associated group in a taxation year 

has failed to file with the Minister an agreement as contem- 

plated by subsection (3) within 30 days after notice in writing 

by the Minister has been forwarded to any of them that such 

an agreement is required for the purpose of any assessment of 

tax under this Part, the Minister shall, for the purpose of this 
~gection, . 


~ (a) allocate an amount to one or more of the members for 

the taxation year, which amount or the aggregate of 

‘> which amounts, as the case may be, shall equal $200,000, 
and } 


(b) allocate an amount to one or more of the members for 

the:taxation year, which amount. or the aggregate of 

which amounts, as the case may be, shall equal 
.,,$1,000,000, 


and in any such case, notwithstanding subsection (2), the bus- 

iness limit for the year of each member is the amount so allo- 

cated to the member under paragraph (a) and the total busi- 

ness limit for the year of each member’ is the amount so 
allocated to the member under paragraph (b). 


Subsec. 125(4) substituted by 1984, c. 1, subsec. 69(1), applicable 
1983 et seg. Subsec. (4) formerly read: 


(4) If any of the Canadian-controlled private corporations of a 
group that are associated with each other in a taxation year 
has failed to file with the Minister an agreement as contem- 
plated by subsection (3) within 30 days after notice in writing 
by the Minister has been forwarded to.any of;them that such 
an agreement is required for the purpose.of any assessment of 
tax under this Part, the Minister shall, for the purpose of this 
‘section, - 2 

(a) allocate an amount to one or more of them for the 

taxation year, which amount or the aggregate of which 

amounts, as the case may be, shall equal $200,000, and 


(b) allocate an amount to one or more of them for the 
taxation year, which amount or the aggregate of which 
amounts, as the case may be,’ shall equal $1,000,000, 


and in any such case, notwithstanding subsection (2), the bus- 
iness limit for the year of each of the corporations is the 
amount so allocated to it under paragraph (a) and the total 
business limit for the year of each of the corporations is the 
amount so allocated to it under paragraph (b). 
Paras. 125(4)(a) and (b) substituted by 1980-8 1-82-83, c.:140, sub- 
sec. 86(3), to substitute “$200,000” for “$150,000” and to substitute 
“¢1 000,000” for “$750,000,” applicable to the 1982 and. subse- 
quent ‘taxation. years. itous 
Paras. 125(4)(a), (b) substituted by 1976-77, c. 4, subsec. 49(3), ap- 
plicable to 1976 et seq. Paras. (a), (b) formerly read: ; 
(a) allocate an amount to one or more of them for the taxation 
year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $100,000, and 
(b) allocate an amount to one or. more of them for the taxation 
year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $500,000, 
Paras. 125(4)(a), (b) substituted by 1974-75-76, c. 26, subsec. 81(3), 
applicable to 1974 et seq. Paras. (a), (b) formerly read; 
(a) allocate an amount to one or more of them for the taxation 
year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $50,000, and 


(b) allocate an amount to one or more of them for the taxation 
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~ year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $400,000, 


Selected Cases [subsec. 125(4)]: Deneschuk Building Supplies 
Ltd. v. Canada, [1996] 3 C.T.C. 2039 (TCC) (No time limit within 
which allocation to share business limit between associated corpora- 
tions must be filed if not demanded by Minister). 


(5) Special rules for business limit — Notwith- 
standing subsections (2) to (4), 


(a) where a Canadian-controlled private corpora- 
tion (in this paragraph referred to as the “first 
corporation”) has more than one taxation year 
ending in the same calendar year and it is associ- 
ated in 2 or more of those taxation years with an- 
other Canadian-controlled private corporation 
that has a taxation year ending in that calendar 
year, the business limit of the first corporation for 
each taxation year ending in the calendar year in 
which it is associated with the other corporation 
that ends after the first such taxation year ending 
in that calendar year is, subject to the application 
of paragraph (b), an amount equal to the lesser of 


(i) its business limit determined under subsec- 
tion (3) or (4) for the first such taxation year 
ending in the calendar year, and 


(11) its business limit determined under sub- 
section (3) or (4) for the particular’ taxation 
year ending in the calendar year; and 


(b) where a Canadian-controlled private corpora- 
tion has a taxation year that is less than 51 weeks, 
its business limit for the year is that proportion of 
its business limit for the year determined without 
reference to this paragraph that the number of 
days in the year is of 365. 


History: The opening words of subsec. 125(5) amended by 1995, c. 
3, subdsec. 35(1), applicable to taxation years that end after June 
1994. The opening words formerly read: 


(5) Special rules for business limit — Notwithstanding any 
other provision of this section, 


Para. 125(5)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 63(2), applicable to taxation years ending after December 20, 
199]. Para. (a) formerly read: 


(a) where a Canadian-controlled private corporation (in this 
paragraph referred to as the “first corporation”) has more than 
One taxation year ending in the same calendar year and it is 
associated in two or more of those taxation years with another 
Canadian-controlled private corporation that has a taxation 
year ending in that calendar year, the business limit of the 
first corporation for each taxation year in which it is associ- 
ated with the other corporation ending in that calendar year 1s, 
Subject to the application of paragraph (b), an amount equal 
to its business limit for the first such taxation year determined 
without reference to paragraph (b); and 


Pre-RSC History: Subsec. 125(5) substituted DY TIO, C45, 8, 
40, applicable to 1985 et seg. Subsec. 125(5) formerly read: 


(5) Where two taxation years ending in same year — 
Notwithstanding anything in this section, where a Canadian- 
controlled private corporation has 2 taxation years ending in 
the same calendar year (otherwise than by reason of a change 
made in the usual and accepted fiscal period of the corpora- 
tion) and is associated in each of those taxation years with a 
member of an associated group that has only one. taxation 
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year ending in the calendar year, the business limit of the cor- 
poration under this Part for the second taxation year ending in 
the calendar year is nil. 


Subsec. 125(5) substituted by 1984, c. 1, subsec. 69(1), applicable 
to 1983 et seq. Subsec. 125(5) formerly read: 


(5) Where two taxation years ending in same year — 
Where a Canadian-controlled private corporation has 2 taxa- 
tion years ending in the same calendar year (otherwise than 
by reason of a change made in the usual and accepted fiscal 
period of the corporation) and is associated in each of those 
taxation years with another Canadian-controlled private cor- 
poration that has only one taxation year ending in the calen- 
dar year, notwithstanding anything in this section, the busi- 
ness limit of the first-mentioned corporation under this Part 
for the second taxation year énding in the calendar year is nil. 


(5.1) Business limit reduction — Notwithstand- 
ing subsections (2) to (5),.a Canadian-controlled pri- 
vate corporation’s business limit for a particular tax- 
ation year ending in a calendar year is the amount, if 
any, by which its business limit otherwise deter- 
mined for the particular year exceeds the amount de- 
termined by the formula . 


B 
A xX —— 
$11,250 
where 


A is the amount that would, but for this subsection, 
be the corporation’s business limit for the partic- 
ular year; and 

B is 


(a) where the corporation is not» associated 
with any other corporation in the particular 
year, the amount that would, but for subsec- 
tions 181.1(2) and (4), be the corporation’s 
tax payable under Part 1.3 for its preceding 
taxation year, and ~ 


(b) where the corporation is associated with 
one or more other corporations in the particu- 
lar year, the total of all amounts each of which 
would, but for subsections 181.1(2) and (4), 
be the tax payable under Part I.3 by the corpo- 
ration or any such other corporation for its last 
taxation year ending in the preceding calendar 
year. 
Related Provisions: 87(2)(§.92) — Amalgamations — continu- 
ing corporation; 127(10.2) — Reduction in SR&ED investment tax 
credits for large corporations. 
History: Subsec.. 125(5.1) amended by 1996, c. 21, subsec. 26(2), 
to substitute “$11,250” for “$10,000”, applicable 
(a) where a corporation is not associated with any other corpo- 
ration in a particular taxation year and the corporation’s preced- 
ing taxation year began after February 27, 1995, to the corpora- 
tion’s particular year and subsequent taxation years; and 
(b) where a particular corporation is associated with one or 
more other corporations in a particular taxation year that ends in 
a calendar year and the last taxation year of the particular cor- 
poration and of each of the other corporations that ended in the 
preceding calendar year began after February 27, 1995, to the 
particular year and subsequent taxation years of the particular 
corporation. 


For the purpose of applying subsection 125(5.1), the amount that 
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would, but for subsecs. 181.1(2) and (4), be a corporation’s tax pay- 
able under Part I.3 for'a taxation year that began before February 


28, 1995 shall be determined without reference to the 1996; c. 21, s. 


47 amendment to subsec. 181.1(1). 


Subsec. 125(5.1) added by 1995, c. 3, subsec. 35(2), applicable to 
taxation years that end after June 1994 except that, in its application 
to taxation years that begin before July 1994, it shall be read as 
follows: 
(5.1) Notwithstanding subsections (2) to (5), a Canadian-con- 
trolled, private corporation’s business: limit for a particular 
taxation year ending in a calendar year is the amount, if any, 
by which its business limit otherwise determined for the par- 
ticular year exceeds the amount determined by the formula 


B Cc 
Ax Nai 
$10,000 D 


where 


A is the amount that would, but for this subsection, be the 
corporation’s business limit for the particular year; 

Bis 

(a) where the corporation is not associated with any 

other corporation in the particular year, the lesser of 

$10,000 and the amount that would, but for subsec- 

tions 181.1(2) and (4), be the corporation’s tax paya- 

ble. under Part I.3 for its preceding taxation year, and 


(b) where the corporation is associated with one or 
more other corporations in the particular year, the 
lesser of $10,000 and the total of all amounts each of 
which would, but for ‘subsections 181.1(2) and (4), 
be the tax payable under Part J.3 by the corporation 
or any such other corporation for its last taxation 
year ending in the preceding calendar year; 


Cis the number of days in the particular year that are after 
June 1994; and 


Dis the number of days in the particular year. 


Subsec. 35(4) of 1995, c. 3 provides that, notwithstanding any other 
provision of the Act or of the amending legislation, nothing in this 
amendment shall affect the amount of interest payable under the Act 
in respect of a corporation for any period or part thereof that is 
before July 1994. 


(6) Corporate partnerships — Where in a taxa- 
tion year a corporation is a member of a particular 
partnership and in the year the corporation or a cor- 
poration with which it is associated in the year is a 
member of one or more other partnerships and it 
may reasonably be considered that one of the main 
reasons for the separate existence of the partnerships 
is to increase the amount of a deduction of any cor- 
poration under subsection (1), the specified partner- 
ship income of the corporation for the year shall, for 
the purposes of this section, be computed in respect 
of those partnerships as if all amounts each of which 
is the income of one of the partnerships for a fiscal 
period ending in the year from an active business 
carried on in Canada were nil except for the greatest 
of those amounts. 


Related Provisions: 125(6.1) Corporation deemed member of 
partnership; 125(6.2) — Specified partnership income deemed nil. 


(6.1) Corporation deemed member of partner- 
ship — For the purposes of this section, a corpora- 
tion that is a member, or is deemed by this subsec- 


S: 125(7) Can 


tion to be a member, of a partnership that is a 
member of another partnership shall be deemed to be 
a member of the other partnership and the corpora- 
tion’s share of the income of the other partnership 
for a fiscal period shall be deemed to be equal to the 
amount of that income to which the corporation was 
directly or indirectly entitled. 


(6.2) Specified partnership income deemed 
nil — Notwithstanding any other provision of this 
section, where a corporation is a:member of a part- 
nership that was controlled, directly or indirectly in 


any manner whatever, by one or more non-resident 


persons, by one or more public corporations (other 
than a prescribed venture capital corporation) or by 
any combination thereof at any time in its fiscal pe- 
riod ending in a taxation year of the corporation, the 
income of the partnership for that fiscal period from 
an active business carried on in Canada shall, for the 
purposes of computing the specified partnership in- 
come of a corporation for the year, be deemed to be 
nil. ; 
Related Provisions: 125(6.3) — Partnership deemed to. be con- 
trolled; 256(5.1) — Controlled directly or indirectly. 


Regulations: 6700 (prescribed venture capital corporation). 


(6.3) Partnership deemed to be controlled — 
For the purposes of subsection (6.2), a partnership 
shall be deemed to be controlled by one or more per- 
sons at any time if the total of the shares of that per- 
son or those persons of the income of the partnership 
from any source for the fiscal period of the partner- 
ship that includes that time exceeds '/2 of the income 
of the partnership from that source for that period. 


(7) Definitions — In this section, 


“active business carried on by a corporation” 
means any business carried on by the corporation 
other than a specified investment business or a per- 
sonal services business and includes an adventure or 
concern in the nature of trade; | 


Related Provisions: 248(1) — Definition of “active business” 
for purposes other than s. 125. 


Pre-RSC History: The definition “active business” was para. 
125(7)(a). 


For earlier history, see under former para. 125(6)(d) below (at. end 
of subsec. (7)). 


Selected Cases [subsec. 125(7)“active business”): Mc- 
Cutcheon Farms Ltd. v. MNR, [1991} 1.C.T.C. 50 (FCTD) (Interest 
on deposits not active business income). 


Interpretation Bulletins: See list at end of s. 125. 


‘‘Canadian-controlled private corporation” means 
a private corporation that is a Canadian corporation 
other than:a corporation controlled, directly or indi- 
rectly in any manner whatever, by one or more non- 
resident persons, by one or more public corporations 
(other than a prescribed venture. capital corporation) 
or by any combination thereof; 
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dian-controlled private corporation” — Definition applies to entire 
Act; 251(5) — Control by related groups, options, etc.; 256(5.1) = 
Controlled directly or indirectly. 


Pre-RSC History: The definition “Canadian-controlled private 
corporation” was para. 125(7)(b). 


For earlier history, see under former para. 125(6)(a) below (at end 
of subsec. (7)). 


Selected Cases [subsec. 125(7)Canadian-controlled pri- 
vate corporation”): Scandia Plate v. The Queen, {1982] C.T.C. 
431 (FCTD) (Taxpayer not Canadian-controlled private corporation 
when ownership of shares passing from non-resident parent to resi- 
dent manager retained until following taxation year). " 


Regulations: 3200, 3201 (prescribed stock exchange; not yet 
amended to apply for purposes of 125(7)); 6700 (prescribed venture 
capital corporation). - 

Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options; IT-243R4: Dividend refund to private corporations; 
IT-484R2: Business investment losses; IT-458R: Canadian-con- 
trolled private corporation. See also list at end of s. 125. 


I.T. Technical News: No. 3 (Canadian-controlled private 
corporation). 


‘income of the corporation for the year from an 
active business” means ‘the total of 


_(a) the corporation’s income for the year from an 
active business carried on by it including any in- 
come for the year pertaining to or incident to that 
business, other than income for the year from a 
source in Canada that is a property (within the 
meaning assigned by subsection 129(4)), and 


(b) the amount, if any, included under subsection 
12(10.2) in computing the corporation’s income 
for the year; 


History: Para. (a) of the definition “income of the corporation for 
the year from an active business” in subsec. 125(7) amended by 
1996, c. 21, subsec. 26(3), applicable to taxation years that end after 
June 1995. Para. (a) formerly read: 


(a) the corporation’s income for the year from an active busi- 
ness carried on by it including any income for the year per- 
taining to or incident to that business, other than income for 
the year from a source in Canada that is a property (within the 
meaning assigned by subsection 129(4.1)), and 


The definition “income of the corporation...” in subsec. 125(7) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 63(3), appli- 
cable to 1991 et seq. That definition formerly read: 


“income of the corporation for the year from an active busi- 
ness” means the income of the corporation for the year from 
an active business carried on by it including any income for 
the year pertaining to or incident to that business;’but does 
not include income for the year from a source in Canada that: 
is a property (within the meaning, assigned. by.-subsection 
129(4.1)); 


Pre-RSC History: The definition “income ofa. corporation...” 
was para. 125(7)(c). R 


For earlier history, see under former para. 125(6)(e) below (at end 
of subsec. (7)). 


“personal services business” carried on by a corpo- 
ration in a taxation year means a business of provid- 
ing services where 


Related Provisions: 136 — Co-operative corporation may be (a) an individual who performs services on behalf 
private corporation for purposes of s. 125; 137(7)— Credit-union of the corporation (in this definition and para- 
may be private corporation for purposes of s. 125; 248(1)‘Cana- graph 18(1)(p) referred to as an “incorporated 
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employee”), or 


(b) any person related to the incorporated 
employee at nf10 


is a specified shareholder of the corporation'and the 
incorporated. employee would reasonably be re- 
garded as an officer or employee of the person or 
partnership to whom or to which the services were 
provided but for the existence of the corporation, 
unless 


(c) the corporation employs in the business 
throughout the year more than five full-time em- 
ployees, or 


(d) the amount paid-or payable to the corporation 
in the year for the services is received: or receiva- 
ble by it from’a corporation with which it was as- 
sociated in the year; 


Related Provisions: 18(1)(p) — Limitation on deductions from 
personal services business income; 122.3(1.1) — Restriction on 
overseas employment tax credit for incorporated employee; 
207.6(3) — Retirement compensation arrangement for incorporated 
employee; 248(1)‘personal services business” — Definition applies 
to entire Act. ) 


Pre-RSC History: The definition “personal services business” 
was para. 125(7)(d). 


_ For eatlier history, see under former para. 125(6)(g.1) below (at end 
of subsec. (7)). 


Selected Cases [subsec. 125(7)“personal services busi- 
ness”]: Hughes & Co. Holdings Ltd. v. MNR, [1994] 2 C.T.C. 170 
(FCTD) (“More than five employees” means: at least $1X 
employees). 

Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-406R2: Tax paya- 
ble by an inter vivos trust; IT-421R2: Benefits to individuals, corpo- 
rations and shareholders from loans or debt: See also list at end of s. 
125. 


Forms: CPT-1: Request for a ruling as to the status of a worker 
under the Canada Pension Plan or Unemployment Insurance Act. 


“specified investment business” carried on by a 
corporation in a taxation year means a business 
(other than a business carried on by a credit union or 
a business of leasing property other than real prop- 
erty) the principal purpose of which is to derive in- 
come from property (including interest, dividends, 
rents or royalties), unless 


(a) the corporation employs in the business 
throughout the year more than five full-time em- 
ployees, or 


(b). in the course of carrying on an active busi- 
ness, any other corporation associated with it pro- 
vides managerial, administrative, financial, main- 
tenance or other. similar services to the 
corporation in the year and the corporation could 
reasonably be expected to require more than five 
full-time employees if those services had not 
been provided; 


S. 125(7) spe 


Related Provisions: 95(1) — Analogous definition of “invest- 
ment business” for FAPI purposes; 125(7)“active business” — No 
small business deduction for specified investment business; 
129(4)“income”(a) — Income from specified investment business 
eligible for dividend refund; 129(4.1) — Specified investment busi- 
~ ness income eligible for dividend refund; 248(1)“specified invest- 
ment business” — Definition applies to entire Act. 


Pre-RSC History: The definition “specified investment business” 
was para. 125(7)(e). 


For earlier history, see under former para. 125(6)(h) below (at end 
of subsec. (7)). a 

Regulations: 6701 (prescribed labour-sponsored venture capital 
corporation), 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-406R2: Tax. payable by an inter vivos trust. See 
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also list at end of s. 125. 


“specified partnership income” of a corporation 
for a taxation year means the amount determined by 
the formula 


A+B 
where 


A is the total of all amounts each of which is an 
amount in respect of a partnership of which the 
corporation was a member in the year equal to 
the lesser of 


(a) the total of all amounts each of which is an 
amount in respect of an active business car- 
ried on in Canada by the corporation as a 
member of the partnership determined by the 
formula 


G-H 

where 

G is the total of all amounts each of which is 
the corporation’s share of the income (de- 
termined in accordance with subdivision j 
of Division B) of the partnership for a fis- 
cal period of the business that ends in the 
year or an amount included in the corpora- 


tion’s income for the year from the busi- 
ness because of subsection 34.2(5), and 


H_ is the total of all amounts deducted in com- 
puting the corporation’s income for the 
year from the business (other than amounts 
that were deducted in computing the in- 
come of the partnership from the busi- 
ness), and 


(b) the amount determined by the formula 


La | 
L 


where 


K_ is the total of all amounts each of which is 
the corporation’s share of the income (de- 
termined in accordance with subdivision j 
of Division B) of the partnership for a fis- 
cal period ending in the year from an ac- 
tive business carried on in Canada, 


L is the total of all amounts each of which is 
the income of the partnership for a fiscal 
period referred to in paragraph (a) from an 
active business carried on in Canada, and 


M is the lesser of 
(1) $200,000 and 


(ii) the product obtained when $548 is 
multiplied by the total of all amounts 
each of which is the number of days 
contained in a fiscal period of the part- 
nership ending in the year, and 
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B is the lesser of 


(a) the total of the amounts determined in re- 
spect of the corporation for the year under 
subparagraphs (1)(a)(iii) and. (iv); and 


(b) the total of all amounts each of which is an 
amount in respect of a partnership of which 
the corporation was a member in the year 
equal to the amount determined by’ the 
formula . 


N-O 
where 


N is the amount determined in respect of the 
partnership for the year under paragraph 
(a) of the description of A, and 


O is the amount determined in respect of the 
partnership for the year under paragraph 
(b) of the description of A; 


Related Provisions: 125(6)— Corporate _ partnerships; 
125(6.2) — Specified partnership income deemed nil: 257 — 
Formula amounts cannot calculate to less than zero. See additional 
Related provisions and Definitions at end of s. 125. 


History: The description of G in the definition “specified partner- 
ship income” in subsec. 125(7) amended by 1996, c. 21, subsec. 
26(4), applicable to 1995 et seg. The description of G formerly, read: 


Gis the total.of all amounts each of which is the corpora> 
tion’s share of the income (determined in accordance 
with subdivision j of Division B) of the partnership for a 
fiscal period ending in the year from the business, and 


Para. (a) of the description of A, and the description of K, in:the 
definition “specified partnership income” in subsec. 125(7) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 100(1), (2) appli- 
cable to 1985 et seg. Those portions formerly read: 


(a) the total of all amounts each of which is the corporation’s 
share of the income (determined in accordance with subdiviz 
sion j of Division B) of the partnership for a fiscal period 
ending in the year from an active business carried on in Can- 
ada by it as a member of the partnership, and 


K is the amount determined under paragraph. (a), 


Pre-RSC History: The definition “specified partnership. income” 
was para. 125(7)(f). It contained descriptive subparagraphs instead 
of the present formula. The pre-R.S.C. version read: 


(f) “specified partnership income” — “specified partner- 
ship income” of a corporation for a taxation year means the 
aggregate of 


(i) the aggregate of all amounts each of which is an 
amount in respect of a partnership of which the corpora- 
tion was a member in the year equal tothe lesser of 


(A) the aggregate of all amounts each of which is the 
corporation’s share of the income (determined in ac- 
cordance with subdivision j of Division B) of the 
partnership for a fiscal period ending in the year 
from an active business carried on in Canada by it 
as a member of the partnership, and 


(1) the total of all amounts each of which is the 
corporation’s share of the income (determined 
in accordance with subdivision j of Division B) 
of the partnership for a fiscal period ending in 
the year from the business 
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exceeds 


(II) the total of all. amounts each of which is an 
amount deducted in computing the corporation’s 
income for. the year from the business (other 
than an amount that was deducted in computing 
the income of the partnership from the business pp 
and 


(B) that proportion of the lesser of 
(I) $200,000. and 


(II) the product obtained when $548 is multi- 
plied by the aggregate of all amounts each of 
whichis the number of days contained in a fiscal 
period of the partnership ending in the year 


that 


(III) the amount determined under clause (A) 

is of 
(IV) the aggregate of all amounts each of which 
is the income of the partnership for a fiscal pe- 


riod referred to in clause:(A) from an active bus- 
iness carried on in Canada, and 


(ii) the lesser of 


(A) the aggregate of the amounts determined .in re- 
spect of the corporation for the year under subpara- 
graphs (1)(a)(iii) and (iv), and 


(B) the aggregate of all amounts each of which is an 
amount in respect of a partnership of which the cor- 
poration was a member in the year equal to the 
amount, if any, by which 
(I) the amount determined in respect of the part- 
nership for the year under clause (i)(A) 
exceeds 


(II) ‘the amount determined in respect of the 
partnership for the year under clause (i)(B); and 


“specified partnership loss” of a corporation for a 
taxation year means the total of all amounts each of 
which is an amount in respect of a partnership of 


which the corporation was a member in the year de- | 


termined by the formula — 
A+B 
where 


A is the total of all amounts each of which is the 
corporation’s share of the loss (determined in ac- 
cordance with subdivision j of Division B) of the 
partnership for a fiscal, period ending in the year 
from an active business carried on in Canada by 
the corporation as a member of the partnership, 
and 


B. is the total of all amounts each of which is an 
amount determined by the formula 


G-H 
where 


G. is the amount determined for H in the defini- 
tion “specified partnership income” in this 
subsection for the year in respect of the corpo- 
ration’s income from an active business car- 
ried on in Canada by the corporation as a 
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member of the partnership, and 


H is the amount determined for G in the defini- 
tion “specified partnership income” in this 
subsection for the year in respect of the corpo- 
ration’s share of the income from the 
business. . 


Related Provisions: 257 — Formula amount cannot calculate to 
less than zero. 


History: The definition “specified partnership loss” in subsec. 
125(7) substituted by 1994,'c..7, Sch. Il (1991, c. 49), subsec. 
100(3), applicable to 1985 et seq. That definition formerly read: 


“specified partnership loss” of a corporation for a taxation 
year means the total of all amounts each of which is an 
amount in respect of a partnership of which the corporation 
was a member in the year equal to the corporation’s share of 
a loss (determined in accordance with subdivision j of Divi- 
sion B)-of the partnership for a fiscal period ending in the 
year from_an active business carried on in Canada by it as a 
member of the partnership. 


Pre-RSC History: The definition “specified partnership loss” was 
para. 125(7)(g). Descriptive subparagraphs have been replaced by 
the formula. The pre-R.S.C. version read: 


(g) “specified partnership loss” — “specified partnership 

loss” of a corporation fora taxation year means the aggre- 
gate of all. amounts each of which.is an amount in respect of a 
partnership. of which the corporation was a member in the 
year equal to the corporation's share of a loss (determined in 
accordance with subdivision j of Division B) of the partner- 
ship for a fiscal period ending in the year from an active bus- 
iness carried on in Canada by it as a member of the 
partnership. 


Related Provisions: 48.1 — Election to trigger capital gains ex- 
emption on, ceasing to be CCPC. 


Pre-RSC History [subsecs. 125(6)-(7)]: Subsec. 125(6) substi- 
tuted and subsecs. 125(6.1) to (6.3) added by 1988, c. 55, subsec. 
102(3). Subsecs. 125(6) and (6.1) applicable to fiscal periods of 
partnerships commencing after February 10, 1988; subsecs. 
125(6.2) and'(6.3) applicable to fiscal periods of partnerships com- 
mencing.after, 1988. Subsec. 125(6) formerly read: 


(6) Corporate partnerships — Notwithstanding any other 
provision of this section, where in a taxation year a corpora- 
tion is a member of a particular partnership and in the year 
the corporation or a corporation with which it is associated in 
the year is a member of another partnership and it may rea- 
sonably be concluded that 


(a) the separate existence of the partnerships is not solely 
for the purpose of carrying on the businesses of the part- 
nerships in the most effective manner, and 


(b) one of the main reasons for the separate existence of 
the partnerships is to increase the amount of a deduction 
of any corporation under subsection (1), 


the specified, partnership income of the corporation for the 
year shall, for the purposes of this section, be computed as if 
all amounts each of which is the income of one of the partner- 
ships for a fiscal period ending in the year from an active bus- 
iness carried on in Canada were nil except for the greatest of 
such amounts. 


Subpara. 125(7)(d)(i) amended by 1988, c. 55, subsec. 102(4), to 
substitute “paragraph 18(1)(p)” for “paragraphs 8(3)(a.1) and 
18(1)(p)”, applicable to 1988 et seq. 


Subsecs. 125(6), (7) substituted and (6.1), (6.2) and (6.3) repealed 
by 1984, c. 45, s. 40, applicable to 1985 et seg. Subsecs. 125(6) to 
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(7) formerly read: 
(6) Definitions — In this section and section 129, 


(a) “Canadian-controlled private corporation” — “Ca- 
nadian-controlled private. corporation” means a private 
corporation that is a Canadian corporation other than a 
corporation controlled, directly or indirectly in any man- 
ner whatever, by one or more non-resident persons, by 
one or more public corporations (other than a prescribed 
venture capital corporation) or by any combination 
thereof; 


(b) “cumulative deduction account” — “cumulative de- 
duction account” of a corporation at the end of any taxa- 
tion year means the amount, if any, by which the aggre- 
gate of ; 


(i) the corporation’s cumulative deduction account at 
the end of the immediately preceding taxation year 
computed without reference to subsection (8.1), 


(ii) the amount, if any, by which the corporation’s 
taxable income for the taxation year exceeds 4 times 
the least of the amounts determined under ‘subpara- 
graphs 129(3)(a)(i) to (iv) in respect of the corpora- 
tion for the year, ; , | 


(iii) the aggregate of 
(A) 7 of the amount, if any, by. which 


(I) the aggregate of all amounts each of 
which is a dividend (other than ithe portion 
thereof referred to in subclause (B)(I)). that 
was deductible under section 112 or subsec- 
tion 113(1) from the corporation’s income 
for the year 


exceeds 


(II) 4 times the amount of the tax under Part 
IV that would be payable by the corporation 
for the year on the assumption that no 
amount was claimed by the corporation for 
the year under paragraph 186(1)(c) or (d) 
(other than the part thereof referred to in 
subclause (B)(II), and 


(B) %2 of the amount, if any, by which 


wa 


(I) the aggregate of all amounts each of 
which is the portion of a dividend that was 
deductible under section 112 from the cor- 
poration’s income for the year and on which 
tax under Part II can reasonably be consid- 
ered. to be payable by the corporation from 
which the dividend was received 


exceeds 


(II) an amount not exceeding 4 times such 
part of the amount of the tax under Part IV 
that would be payable by the corporation for 
the year on the assumption referred to in 
subclause (A)(II) as may be claimed by the 
corporation, 
(iii.1) where the year is its first taxation year ending 
after 1982, the amount, if any, of the prescribed addi- 
tion to the cumulative deduction account of the cor- 
poration, and © ei 
(iii.2) the aggregate of all amounts each of which is 
an amount required to be added to the amount of the 
cumulative deduction account of the corporation at 
the end of the year under subsection (8.4) 
exceeds the aggregate of 
(iv) the aggregate of 
(A) “5 of the lesser of 
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(I) the aggregate of all amounts each of 
which is a qualifying taxable dividend paid 
by the corporation in the year, and 


(II) the aggregate of all amounts each of 
which is a taxable dividend paid in the year 
by the corporation to another member of an 
associated group to which the corporation 
belongs, other than the portion of any such 
dividend on which tax under Part II was paid 
by the corporation, and 


(B) *» of the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is a qualifying taxable dividend paid 
by the corporation in the year 


exceeds 


(II) */4 of the amount determined under 
clause (A), 


(iv.1) where the year is its first taxation year ending 
after 1982, the amount, if any, of the prescribed re- 
duction in the cumulative deduction account of the 
corporation, and 


(iv.2) the aggregate of all amounts each of which is 
an amount required to be deducted in computing the 
cumulative deduction. account of the corporation at 
the end of the year under subsection (8.5) 


except that, where the corporation carried on a non-quali- 
fying business in Canada in the year, the reference in 
subparagraphs (iii) and (iv) to ““/3” shall.be read as refer- 
ences to “3/2”; ' 


(c) “qualifying taxable dividends paid” — “qualifying 
taxable dividends paid” by a corporation in a taxation 
year means, where the corporation was in the year a 
member of an associated group, the taxable dividends 
paid in the year by the corporation to another member of 
the group (in this. paragraph referred to as the “Tecipi- 
ent’), other than the portion of any such dividend on 
which tax under Part IV would be payable by the recipi- 
ent if it is assumed that no amount was claimed by the 
recipient for the year under paragraph 186(1)(c) or (d) for 


any year commencing after March 1983; 


(d) “active business” — “active business” carried on by 
a corporation in a taxation year means the business of 
manufacturing or processing property for sale or lease, 
mining, operating an oil or gas well, prospecting, explor- 
ing or drilling for natural resources, construction, log- 
ging, farming, fishing, selling property as a principal, 
transportation or any other business carried on by the cor- 


‘poration’ other than a specified investment business, a 


non-qualifying business or a personal services business; 


(e) “income of the corporation for the year from an 
active business” — “income of the corporation for the 
year from an active business” means the income of the 
corporation from an active business carried on by it, in- 
cluding any income pertaining to or incident to that busi- 
ness and amounts deemed by subsection 129(6) to be in- 
come from an active business, but does not include 
income for the year from a source in Canada that is a 
property (within the meaning assigned by subsection 
129(4.1)); 


(f) “non-qualifying business” — “non-qualifying busi- 
ness” carried on by a corporation in a taxation year 
means 


(i) the professional practice of an accountant, dentist, 
lawyer, medical doctor, veterinarian or chiropractor, 


(ii) a business of providing services if more than 
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667/3% of the gross revenue for the year of that busi- 
ness derived from services 


(A) is derived from services provided to, or per- 
formed for or on behalf of, one entity, and 


(B) can reasonably be attributed to services per- 
formed by persons who are specified sharehold- 
ers of the corporation or persons related thereto 


unless. the corporation employs in the business 

throughout the year more than five full-time employ- 

ees who are not specified shareholders of the corpo- 
ration or persons related thereto, or 


(iii) a business the ‘principal purpose of which is to 
provide managerial, administrative, financial, main- 
tenance or other similar services, to lease property 
(other than real property), or to provide any such ser- 
vices and to lease property (other than real. property), 
to one or more businesses connected at any time in 
the year with the corporation; 


but does not include a personal services business; 


(g) “income of the corporation for the year” from a 
non-qualifying business — “income of the corporation 
for the year” from a non-qualifying business means the 
income of the corporation from a non-qualifying business 
carried on. by it, including any income pertaining to or 
incident to that business and amounts deemed by subsec- 
tion 129(6) to be income from a non-qualifying business, 
but does not include income for the year from a source in 
Canada that is a property (within the meaning assigned 
by subsection 129(4.1)); 


(g.1), “personal services business” — “personal ser- 
vices business” carried on by a corporation in a taxation 
year means a business of providing services where 


(i) an individual who performs services on behalf of 
the corporation (in this paragraph and paragraphs 
8(3)(a.1) and 18(1)(p). referred to as an “incorporated 
employee”), or 


(ii) any person related to the incorporated employee 


is a specified shareholder of the.corporation and the in- 
corporated employee would reasonably be regarded as an 
officer or employee of the entity to which the services 

were provided but for the existence of the corporation, 
unless 


(iii) the corporation employs. in the business through- . 


-out the year more than five full-time employees who 
are not specified shareholders ofthe corporation, or 
who are not related to any specified shareholder of 
the corporation, or 


' (iv) the amount paid or payable to the corporation in 
the year for the services is received or receivable by 
it from a corporation with which it, was associated in 
the year; 


(h) “specified investment business” — “specified in- 
vestment business” carried on by. a corporation in a taxa- 
tion year means a business (other than a business. carried 
on by a credit union or a business of leasing property 
other than real property) the principal purpose of which is 
to derive income from property (including interest, divi- 
dends, rents or royalties), unless the corporation employs 
in the business throughout the year more than five full- 
time employees who are not specified shareholders of the 
corporation or persons related thereto; 


(i) “specified limit” — “specified limit” of a corporation 
for a taxation year 


(i) in respect of a partnership of which it was a mem- » 


ber (other than a partnership to which the corporation 
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$2125 


was joined in the year) means that Wpiibertion of 
$200,000 that. 


(A) the aggregate of all amounts each of which 
is the corporation’s share of the income (deter- 
mined in accordance with subdivision j) of the 
partnership for a fiscal period of the. partnership 
ending in or coinciding with the year f from an ac- 
tive business carried on by it in Canada as a 
member of the partnership , 


is of 
(B) the aggregate of all amounts each of which is 
the income of: the partnership» from an active 
. business carried on in Canada for a:fiscal period 


of the: partnership oat: in or Rasen ae with 
. the year, 


except that where the corporation carried on a non- 
‘qualifying business in the year,the references in this 
subparagraph to “active business” shall be read as 
references to “active business.or a non-qualifying 
business”, and 


(ii) in respect.of a group of connected partnerships 
means that proportion. of $200,000 that 


(A) the amount;'if‘any, determined in respect of 
the corporation’ for the year under clause 
(1)(a)Gii)(A),.in respect of the group if the refer- 
ence therein to, the. ‘‘corporation’s: income”, were 
read.as.a reference to “the corporation’s share,of 
the income (determined in accordance. with.sub- 

. division j)” and.the reference therein to “the cor- 
poration’s loss” were. read:as a reference to,“‘the 
corporation’s share of the loss (determined in.ac- 
cordance with subdivision j)” 


is.of 
(B) the amount, if any, by which 


(I) the ‘aggregate of all amounts each of 
“which is the income of a partnership in the 
group from an active business carried on in 
Canada for a fiscal period of the partnership 
ending in or coinciding with the year 


exceeds 


(II) the aggregate of all amounts _each of 
which is a loss of a partnership in the group 
from an active business carried on in Canada 
for a fiscal period of the partnership ending 
in or coinciding with the year, 


except that where the corporation carried on a non- 
qualifying business in the year, the references in this 
subparagraph to.“active business” shall be read as 
references to. “active business or a non-qualifying 
business” and the reference in clause (A) to “clause 
(1)(a)Gii)(A)” shall be read as a reference to “clause 
(1.1)(a)Gii)(A)"; 
(j) “income or loss of a partnership” — “income or 
loss of a partnership” for a fiscal period from a business 
carried on in Canada means the aggregate of all amounts 
each of which is the share of the income or loss (deter- 
mined in accordance with subdivision j) of a person who 
was a member of the partnership from the business for 
the taxation year of the person in which the fiscal period 
ends or with which the fiscal period coincides; 


(k) “total income of a partnership” — “total income of 
a partnership” for a fiscal period means the amount, if 
any, by which 


(i) the aggregate of all amounts each of which is.an 
amount in respect of the partnership that is included 
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by virtue of subdivision j as the income of a person 
who was a member of the partnership for the taxation 
year of the person in which the fiscal period ends or 
with which the fiscal period coincides 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount in respect of the partnership that is included 
by virtue of subdivision j as the loss of a person who 
was a member of the partnership for the taxation year 
of the person in which the fiscal period ends or with 
which the fiscal period coincides; 


(1) “total loss of a partnership” — “total loss of a part- 
nership” for a fiscal period means the amount, if any, by 
which the amount determined in subparagraph (k)(ii) ex- 
ceeds the amount determined in subparagraph (k)(i); and 


(m) “associated group” — “associated group” in a taxa- 
tion year means a group of corporations each member of 
which 


(i) is associated at any time in the year with every 
other member of the group, and 


(ii) is either a Canadian-controlled private corpora- 
tion or a corporation that was, at any time after Au- 
gust. 15, 1983 and before the end of the year, a Cana- 
dian-controlled private corporation. 


(6.1) Cumulative deduction account — For the purposes of 
subparagraphs (6)(b)(iii) and (iv), where, at any time in a tax- 
ation year, a particular corporation has received a taxable div- 
idend from or paid a taxable dividend to another corporation 
as part of a transaction or event or a series of transactions or 
events that resulted in a transfer of property in respect of 
which subsection (8.4) applies, the following rules apply: 


(a) the particular corporation shall be deemed not to have 
received or paid, as the case may be, the taxable divi- 
dend; and 


(b) the amount of tax under Part IV payable by the partic- 
ular corporation for the year and the amount of its divi- 
dend refund for the year in respect of the taxable divi- 
dend received or paid, as the case may be, shall be 
deemed to be nil. 


(6.2) Taxation years after 1982 — In computing the cumu- 
lative deduction account of a corporation for a taxation year 
ending after 1982, the following rules apply: 


(a) the reference in clause (6)(b)(iii)(A) to ““4/;” shall be 
read as a reference to “4/2” with respect to any dividend 
described in subclause (6)(b)(iii)(A)(I) that was paid to 
the corporation by another corporation where that other 
corporation was associated with the corporation at the 
time that it paid the dividend and where it carried on a 
non-qualifying business in Canada during its taxation 
year that included that time; and 


(b) the reference in clause (6)(b)(iv)(A) to “4/3” shall be 
read as a reference to “%” with respect to any dividend 
described in that clause that was paid by the corporation 
to another corporation, if that other corporation carried 
on a non-qualifying business in Canada during its taxa- 
tion year in which it received the dividend. 


(6.3) Determination of cumulative deduction account — 
Where a corporation (in this subsection referred to as the 
“payer corporation”) has, at any, time after November 12, 
1981 and in its taxation year that ends in a particular calendar 
year, paid a dividend that is received by an associated corpo- 
ration (in this subsection referred to as the “recipient corpora- 
tion” in its taxation year that ends in another calendar year, 
for the purpose of determining the qualifying taxable divi- 
dends paid by the payer corporation and the cumulative de- 
duction accounts of the payer corporation and the recipient 
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corporation after that time, 


(a) the dividend shall be deemed to have been paid by the 
payer corporation and received by the recipient corpora- 
tion on: the first day of the calendar year following the 
calendar year in which the dividend was paid or, where 
the recipient corporation ceased to exist after March 1983 
and before that day, on the day before the recipient cor- 
poration ceased to exist, and the dividend shall be 
deemed not to have been paid or received on any other 
day; and 


(b) where tax under Part IV would Gif it is assumed that 
no amount was claimed by the recipient corporation 
under paragraph 186(1)(c) or (d) for any year commenc- 
ing after March 1983) be payable by the recipient corpo- 
ration in respect of the dividend, that tax shall be deemed 
to be payable on the dividend in respect of the taxation 
year of the recipient corporation that includes the day re- 
ferred to in paragraph (a) and not to be payable on a divi- 
dend in respect of any other year. 


(7) Assumptions to be made — For the purposes of subpar- 
~ agraph (6)(c)(ii), assumptions: shall be made, 


(a) in respect of any particular taxable dividend paid in a 
taxation year by a corporation to another corporation 
connected with it (within the meaning of subsection 
186(4)), that an amount equal to the proportion thereof 
referred to in paragraph 186(1)(b) is a portion of the divi- 
dend on which tax is payable’ by the other corporation 

under Part IV; and © 


(b) that no tax is payable under Part IV in respect of any 
portion not referred to in paragraph (a) of a taxable divi- 
~dend that is paid by a corporation to another corporation 
with which the corporation 
(i) is not associated in the taxation year in which the 
dividend is paid, and 


(ii) 1s connected. within ‘the meaning of subsection 
186(4) at the time the dividend is paid 


unless a certified copy of the directors’ resolution re- 
ferred to in paragraph 186(1)(b.1) electing to pay tax on 
that portion has been filed with the return of income of 
the payer corporation for the year in Which the dividend 
was paid. 


Subparas. 125(6)(b)(i), (iii.2), (iv)—(iv.2), paras. 125(6)(c), (6.2)(b) 
and subsecs. 125(6.1), (6.3) substituted and para. 125(6)(m) added 
by 1984,"c. 1, subsecs. 69(2)-(9). Subpara. 125(6)(b)(i), para. 
125(6. 2)(b) and subsecs. 125(6.1), (6.3) as substituted, applicable 
for the purpose of computing cumulative deduction accounts for 
1982 et seg.; subpara. 125(6)(b)(iii.2) applicable to 1982 et Seq.; 
subparas. 125(6)(b)(iv)—(iv.2) applicable to 1982 et seq., except that 
as to subpara. 125(6)(b)(iv) see. under “Application — 1984, c. 1” 
below and as to subparas. (iv.1) and (iv.2) 


(a) for taxation years ‘ending before 1983, subparagraph 
125(6)(b)(iv.1) shall be read as follows: 


“(iv.1) the amount, if any, of the specified reduction in 
the cumulative deduction account of the corporation for 
the year, and”, and 


(b) subparagraph 125(6)(b)(iv.2) is applicable to 1980 et seq. 
Para. 125(6)(c) is applicable to 1983 et seq.; para. 125(6)(m) appli- 
cable to 1983, except that for the purposes of subsection 125(8.5), 
subsection (6) is applicable to 1980 er seq. and, in its application to 
the 1980, 1981 and 1982 taxation years, paragraph 125(6)(m) shall 
be read as though subparagraph (ii) thereof read: 

“(i) is a Canadian-controlled private corporation.” 

Subpara. 125(6)(b)(i) substituted to add “computed without refer- 


ence to subsection (8.1)”; subpara. (iii.2) substituted to delete 
“(8.1)” located immediately. before: “(8.4)”; subpara. (iv) formerly 
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read: 


(iv) the aggregate of a 
(A) “/s of the amount, if any, by which » 


(1) the aggregate of all amounts each of which is a 

qualifying taxable dividend (other than the® portion 

thereof referred to in subclause YQ) paid by the 
. corporation in the year 


exceeds 


(II) the amount, if any, by which 4 times the amount 
of its dividend refund for the year exceeds the 
amount determined under subclause (B)(II), and 


(B) 3/2 of the amount, if any, by which 


(I) the aggregate of all amounts each of which is “de 
portion of a qualifying taxable dividend paid. by the 
corporation in the year on which tax under Part II 
can reasonably be considered, to be payable by. the 
corporation ' 


exceeds 


(II) an amount equal to 4 times the lesser of the 
amount of its dividend refund for the year and 25% 
of the aggregate determined in subclause (1), 


Subpara. 125(6)(b)(iv.2) substituted to delete “or (8.6)” located im- 
mediately after “(8.5)”; subpara. 125(6)(c) formerly read: 


(c) “qualifying taxable dividends paid” — “qualifying taxa- 
ble dividends paid” by a corporation in a taxation year means 
the aggregate of 


(i) the taxable dividends paid before April lL, 1978 by 
the corporation in the year, 


(ii) all amounts each of which was a taxable dividend 
paid after April 10, 1978 and before 1982 by the corpora- 
tion in the year, other than the portion of any such divi- 
dend that was paid to a private corporation (other than a 
prescribed venture capital corporation) that was not at the 
time the dividend was paid associated with the corpora- 
tion and on which no tax was payable by the recipient 
thereof under Part IV, and 


(iii) the taxable dividends paid after 1981 by the corpora- 


tion in the year to a Canadian-controlled puyale corpora-., 
tion (in this subparagraph referred to as the ‘ ‘recipient _ 


corporation”) that was at the time the dividend was paid 
associated with the corporation, other than the portion of 
any. such dividend on which tax-under Part IV was paid 
by. the recipient corporation; 


Subsecs. 125(6.1), (6.3) and para. 125(6. 2)(b) formerly read: 


(6.1) Cumulative deduction account — For the purposes of 
subparagraphs (6)(b)(iii) and (iv), where, at any time in a tax- 
ation year, 


(a) a particular corporation has received a ciate divi- 
dend from.or paid a taxable dividend to another corpora- 


tion (other than a corporation that did not deal at arm’s), 


length, with the particular corporation) as part of a trans- 
action or event or a series of transactions or events. that 
resulted in a transfer of property in respect of which sub- 
section (8.4) applies, or 


(b) a particular corporation has vaceivied a taxable divi- 
dend from or paid a taxable dividend to another corpora- 
tion'as part of a transaction or event or a series of trans- 
actions or events that resulted in a transfer of a business 
or the disposition, issuance, redemption, acquisition. or 
cancellation of one or more shares of the capital stock of 
a corporation in respect of which subsection (8.1) applies 
or where the. taxable dividend was paid or received in 
contemplation of such a transaction or event or series of 
transactions or events or such a transfer, disposition, issu- 
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ance, redemption, acquisition or cancellation, 
the following rules apply: 


(c) the particular corporation shall be deemed not to have 
received or paid, as the case ase ‘be; the taxable. divi- 
dend; and 


(d) the amount of tax under Part IV payable by the partic- 
ular corporation for the year and the amount of its divi- 
dend refund (within the meaning assigned by subsection 
129(1)) for the year in respect of the taxable dividend re- 
ceived or paid, as the case a be, shall be deemed to be 
nil. 


(b) the reference in clause (6)(b)(iv)(A) to “4/3” shall be read 
as a reference to ‘3/s with respect to any dividend described 
in subclause (6)(b)(iv)(A)(1) that was paid by the corporation 
to another corporation where that other corporation carried on 
a non-qualifying business’ in ‘Canada during sa ‘taxation year 
in which it received the dividend. cid 


Sid se 


6 3) Determination of cumulative deduction account — 
~ Where a corporation (in this subsection referred’ to as the 


“payer corporation”) has, at any time after November’ 12, 
1981 and in its taxation year that ends in a particular calendar 
year, paid a dividend that is teceived by an associated corpo- 
ration (in this subsection referred to as the “recipient corpora- 
tion”) in its taxation year that ends in another calendar'year, 
for the purpose of determining the cumulative deduction ac- 
count of the. payer seca and the recipient cinta 
after that time, ‘f] 


(a) the dividend shall be seinen to have vised iki by the 
payer corporation and received by the recipient corpora- 
tion on the first day of the calendar year following the 
particular calendar year in which the dividend was paid; 
and 


(b) where tax under Part IV was paid by the recipient cor- 
poration in respect of the dividend or where the dividend 
‘resulted in a dividend refund (within the meaning as- 
signed by subsection 129(1)) to: the payer corporation, 
such tax or dividend refund shall be deemed to have been 
paid or received, as the case’may be, on the first day of 
the calendar year following the particular calendar year. 


Application — 1984, \c.-1. — Subsec., 69(11). provides that where. a 
corporation has a taxation year part of which is before 1982 and part 
of which is after 1981, the amount determined. under subparagraph 
125(6)(b)(iv)as amended "by subsec: 69(4) of 1984,.c. 1, shall be 
computed as:if that subparagraph read. as: follows: 


(iv) “/s of the amount, if any, by which the aggregate of © 
(A) the 1981 qualifying taxable dividends paid, . 
(B) the 1982 qualifying taxable dividends paid, and 


(C) the aggregate of all.amounts.each of which is deemed 
by paragraph. 15.1(2)(c) to. be a qualifying taxable divi- 
dend paid by the corporation in the year ; 


exceeds 4 times its qualifying dividend-refund for the year, 


and ‘for the purposes of this application subsection, 


(a) “1981 qualifying taxable dividends paid” by a corporation in 
a taxation year means the amount, if any, by which the aggre- 
gate of all amounts each of which is a taxable dividend paid by 
the corporation in the year and before 1982 exceeds the amount, 
if any, by which the lesser of 


(i) the aggregate of all amounts each of which is a taxable 
dividend paid by the corporation in the year’and before 
_ 1982 to a particular corporation that, was, at the time the 
dividend was paid, a private corporation (other than a ven- 
ture capital corporation as prescribed for the purposes of 
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paragraph 125(6)(a)) that was connected (within the mean- 
ing assigned by subsection 186(4)), but not associated, with 
the corporation, and 


(ii) the amount, if any, by which the aggregate of all 
amounts each of which is a taxable dividend paid by the 
corporation in the year to the particular corporation exceeds 
an amount equal to that proportion of 4 times the corpora- 
tion’s dividend refund for the year that the aggregate of all 
amounts each of which is a taxable dividend paid by the 
corporation in the year to the particular corporation is of the 
aggregate of all taxable dividends paid by the corporation 
in the year 


exceeds 


(ili) the aggregate of all amounts each of which is a taxable 
dividend paid by the corporation in the year to the particu- 
lar corporation on which the particular corporation has 
elected to pay Part IV tax pursuant to paragraph 
186(1)(b.1); 


(b) “1982 qualifying taxable dividends paid” by a corporation 
in a taxation year means the amount, if any, by. which the aggre- 
gate of all amounts each of which is a taxable dividend paid by 
the corporation in the year and after 1981 to a Canadian-con- 
trolled private corporation that was associated with the corpora- 
tion at the time the dividend was paid exceeds an amount equal 
to that proportion of 4 times the corporation’s dividend refund 
that... 


(i) the aggregate of all amounts each of which is a taxable 

dividend paid by the corporation in the year and after 1981 

to a Canadian-controlled private corporation that was asso- 

ciated with the corporation at the time the dividend was 
_ paid 


is of 


(1i) the aggregate of all taxable dividends paid by the corpo- 
ration in the year and after 1981; and 


(c) “qualifying dividend refund for the year” means the amount, 
if any, by which the corporation’s dividend refund for the year 
exceeds '/s of the aggregate of all taxable dividends paid by the 
corporation in the year and after 1981 other than such dividends 
as are 1982 qualifying taxable dividends paid. 


Paras. 125(6)(c), (d), (g), subparas. 125(6)(b)(iii), (iii.1), (iv), (iv.1), 
the portion of subpara. 125(6)(i)(i) preceding cl. (A) thereof, and the 
portion of subpara. 125(6)(i)(ii) preceding cl. (A). thereof, substi- 
tuted; para. 125(6)(g.1), subpara. 125(6)(b)(iv.2) and subsecs. 
125(6.1)-(6.3) added; and para: 125(6)(f) amended by adding im- 
mediately after subpara. (iii) thereof, “but does not include a per- 
sonal services business” by 1980-81-82-83, c..140, subsecs. 
86(1)-(12). For application rules see below under “Application — 
1980-81-82-83, c. 140”. The substituted provisions formerly read: 


(iil) “/ of the amount, if any, by which the aggregate of 
amounts deductible under section 112 or subsection 
113(1) from the corporation’s income for the year ex- 
ceeds 4 times the amount of the tax under Part IV paya- 
ble by the corporation for the year, and 


(iii.1) the amount, if any, of the specified addition to the 
cumulative deduction account of the corporation for the 
year 


(iv) “/s of the amount, if any, by which the aggregate of 
the qualifying taxable dividends paid by the corporation 
in the year exceeds 4 times its dividend refund (within 
the meaning assigned by subsection 129(1)) for the year, 
and 


(iv.1) the amount, if any, of the specified reduction in the 
cumulative deduction account of the corporation for the 
year 
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(c) “qualifying taxable dividends paid” by a corporation in a 
year means the aggregate of 


(i) the taxable dividends paid by the corporation in the 
year and before April 11, 1978, and 


(ii) all amounts each of which is a taxable dividend paid 
by the corporation in the year and after April 10, 1978 
other than the portion of any such dividend that is paid to 
a private corporation (other than a prescribed venture 
capital corporation) that is not associated with the corpo- 
ration and on which no tax is payable by the recipient 
thereof under Part IV; 


(d) “active business” carried on by a corporation in a taxation 
year means the business of manufacturing or processing prop- 
erty for sale or lease, mining, operating an oil or gas well, 
prospecting, exploring or drilling for natural resources, con- 
struction, logging, farming, fishing, selling property as a prin- 
cipal, transportation or any other business carried on by the 
corporation other than a specified investment business or a 
non-qualifying business; 


(g) “income of the corporation for the year” from a non-quali- 
fying business.means the income of the corporation from a 
non-qualifying business carried on by it, including any in- 
come pertaining to or incident to that business and amounts 
deemed by subsection 129(6) to be income from a non-quali- 
fying business, but does not include income for the year from 
a source in Canada that is a property (within the meaning as- 
signed by subsection 129(4.1)); 


(i) in respect of a partnership of which it was a member 
(other than a partnership to which the corporation was 
joined in the year) means that proportion of $150,000 
that 


(ii) in respect of a group of connected partnerships means 
that proportion of $150,000 that 


Application — 1980-81-82-83, c. 140 — Subparas. 125(6) (b)(iii), 
(iii.1), (iv), and (iv.1), are applicable to 1982 er seq. except that for 
taxation years ending before 1983: 


(a) subpara. 125(6)(b)(iii. 1) shall be read as follows: 


“ii.1) the amount, if any, of the specified addition to the 
cumulative deduction account of the corporation for the 
year,” and 


(b) subpara. 125(6)(b)(iv.1) shall be read as follows: 


“(v.1) the amount, if any, of the specified reduction in 
the cumulative deduction account of the corporation for 
the year, and”. 


Para. 125(6)(c) is applicable with respect to taxable dividends paid 
after 1981; para. 125(6)(d), the amendment to para. 125(6)(f) and 
paras. 125(6)(g) and (g.1) are applicable to’ taxation years com- 
mencing after November 12, 1981; the portion of subpara. 
125(6)(i)@) and the portion of subpara. 125(6)(i)(i) preceding cl. 
(A) of each, are applicable with respect to fiscal periods of partner- 
ships coinciding with, or ending in, the 1982 and subsequent taxa- 
tion years of corporations; subsecs. 125(6.1)—(6.3) are applicable for 
the purpose of computing cumulative deduction accounts of corpo- 
rations for 1982 et seq. 


Paras. 125(6)(a), (h), subparas. 125(6)(c)(ii), (f)(iii) substituted, pa- 
ras. 125(6)(i)-(1) added by 1980-81-82-83, c. 48, subsecs. 
70(3)(6), applicable, as to para. 125(6)(a), to 1979 et seq., as to 
subpara. 125(6)(c)(ii), to taxation years ending after April 10, 1978, 
as to paras. 125(6)(i)-(1), with respect to fiscal periods of partner- 
ships commencing after December 11, 1979, and, as to subpara. 
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125(6)(f)(iii) and para. 125(6)(h), to taxation years commencing af- 
ter 1979 in respect of corporations in existence on October 23, 1979 
and to taxation years commencing after October 23, 1979 in any 
other case. Para. 125(6)(a), subparas. 125(6)(c)(ii), (f)(ii) and para. 
125(6)(h) formerly read: 


(a) “Canadian-controlled private corporation” means a private 
corporation that is a Canadian corporation other than a corpo- 
ration controlled, directly or indirectly in any manner») 
whatever, by. one or more non-resident persons, by one or 
more public corporations or by any combination thereof; 


(ii) all amounts each of which is a taxable dividend paid by 
the corporation in the year and after April 10, 1978 other than 
the portion of any such dividend that is paid:to a private cor- 
poration that is not associated (within the meaning of section 

256) with the corporation and on which no.tax is payable by 
the recipient thereof under Part IV; 


(iii) a business the principal purpose of which is to provide 
managerial, administrative, financial, maintenance or other 
similar services, including the leasing of property, to one or 
more businesses connected at any time in the year with the 
corporation; 


(h) “specified investment business” carried on by a corpora- 
tion in'a taxation year means a business (other than the busi- 
néss of leasing property other than ‘real property) the principal 
purpose’ of which is'to derive income from property, unless 
‘the corporation employs inthe business throughout the year 
more than five full-time: employees who are not specified 
shareholders of the corporation or persons related thereto. 


All that ‘portion of subsec. 125(6) preceding para. (a), -para. 
125(6)(b) substituted, paras. 125(6)(d)-(h) added by 1979, c. 5, sub- 


secs. 38(4), (5), (6), applicable to taxation years commencing after | 


1979‘ in respect of Corporations in existence on October 23, 1979 
and to taxation years commencing after October 23, 1979 in any 
other case (see also “Application — 1979, c. aust ‘The substituted 
portion and para. formerly read: 


(6) In this section, 


(b) “cumulative deduction account” of a corporation at 
the end of any taxation year means the amount, if any, by 
which the aggregate of 


(i) the corporation’s cumulative deduction account at 
the end of the immediately preceding taxation year, 


(ii) the amount, if any, by which. the corporation’s 
taxable income for the taxation year exceeds.4 times 
the least of the.amounts determined under subpara- 
graphs 129(3)(a)(i) to (iv) in respect of the corpora- 
tion for the year, 


(iii) 4 of the amount, if any, by, which, the aggregate 
of amounts deductible under section, 112 or subsec- 
tion 113(1) from. the corporation’s income for the 
year exceeds 4 times the amount of the tax under 
Part IV payable by the corporation for the year 


exceeds 


(iv) 3 of the amount, if any, by which the aggregate 
of the qualifying taxable dividends paid by the cor- 
poration in the year exceeds 4 times that proportion 
of its dividend refund (within the meaning assigned 
by subsection 129(1)) for the year that 


(A) the aggregate of the qualifying taxable divi- 
dends paid by it in the. year 
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is of 


(B) the eS of the. taxable dividends paid 
by it in the year; and 


Application — 1979, c.. 5 — Subsecs. 380) (10) provide as 
follows: 


(9) Subsection (5) is ‘applicable for the purposes of computing 
the cumulative'deduction account of a corporation at the end of 
any taxation year ending after October 23, 1979 except that 
subparagraph 125(6)(b)(iv), of the Act, as amended, by deleting 
the reference to a proportion of a.dividend refund, by subsec- 
tion (5) of this section, is applicable for the purpose of comput- 
ing the cumulative deduction account of a corporation at the 
end.of any taxation year ending after November 16, 1978. 


(10) For the purposes of paragraph 70(11)(c) (now 70(12)) of 
the Act, as amended by subsection 23(2) of this Act, the defini- 
tions “active business”, “‘non-qualifying business” and “speci- 
fied investment business” in subsection 125(6) of the said Act, 
as enacted by subsection (6) of this section, are applicable after 
May 25,1978. 


Subpara. 125(6)(b)(iv) substituted, para. 125(6)(c) and subsec. 
125(7) added by 1977-78, c. 32, subsecs. 32(1), (2), applicable in 
computing the cumulative deduction account of a corporation at any 
time after April 10, 1978. Subpara. 125(6)(b)(iv) formerly read: 


(iv) 44 of the amount, if any, by which the amount of taxable 
dividends paid by the corporation in the year exceeds 4 times 
its dividend refund (within the meaning assigned by subsec- 
tion 129(1)) for the year. 


Para. 125(6)(b) substituted by 1977-78, c. 1, subsec. 59(1), applica- 
ble to 1978 et seq. (see also under “Application — 1977-78, c. 1”). 
Para. 125(6)(b) formerly read: 


(b) “cumulative deduction account” of a corporation at the 
end of any taxation year means the amount, if any, by which 
the aggregate of 


(i) the corporation’s taxable incomes for taxation years 
commencing after 1971-and ending not later than the end 
of the particular year, and 


(ii) “4 of the amounts deductible under section 112 or 
subsection .113(1) -from the corporation’s incomes for 
those years 


exceeds the aggregate of 


(iii) 4 of the taxable dividends paid by the corporation in 
those years, and 


(iv) 4 times the amount, if any, by which the corpora- 
tion’s refundable dividend tax on hand (within the mean- 
ing assigned by subsection 129(3)) at the end of the par- 
ticular year exceeds its dividend refund (within the 
meaning assigned by subsection 129(1)) for the particular 
year. 


Application — 1977-78, c. 1 — Subsecs. 59(3), (4) provide as 
follows: 


(3) Where a corporation has a taxation year part of which is 
before 1978 and part of which is after 1977, the following 
rules apply: 


(a) the amount determined: under subparagraph 
125(6)(b)(iii) of the said Act, as amended by this section, 
be computed as if the phrase “4 times the amount of the 
tax under Part IV) payable by the corporation for the 
year” read as “the aggregate of 3 times the amount of the 
tax under Part IV payable on dividends received by the 
corporation in the year and. before 1978 and 4 times the 
amount of the tax payable under Part IV on dividends re- 
ceived by the corporation in the year and after 1977”; and 


(b) the amount determined under subparagraph 
125(6)(b)(iv) of the said Act, as amended by this section, 
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shall be computed as if that subparagraph read: 
“(iv) “4 of the amount that is the aggregate of 


(A) the amount, if any, by which the aggregate 
of taxable dividends paid by the corporation in 
the year and before 1978, exceeds 3 times its 
dividend refund (within the meaning assigned by 
subsection 129(1)). for the year, and 


(B) the amount, if any, by which the aggregate 
of taxable dividends paid by the corporation in 
the year and after 1977, exceeds 4 times the 
amount, if any, by which its dividend refund 
(within the meaning assigned by subsection 
129(1)) for the year exceeds '/3 of the aggregate 
of taxable dividends paid by. the corporation in 
the year and before 1978.” 


(4) For the purpose of determining a corporation’s cumulative 
deduction account at the*end of its'1978 taxation year or, 
where it has more than one taxation year ending in 1978, the 
first of those years, SMORA EHP HME shall read as 
follows: 


“(i) the corporation’s cumulative deduction account at 
the end of its last taxation year ending'in 1977 within 
the meaning of this Act as it read in its application to 
the corporation’s 1977 taxation year,”. 
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an active business in Canada; and 


Subsec. 125(8) added by 1979, c. 3, subsec. 38(7), applicable to tax- 
ation years commencing after 1979 in respect of corporations in ex- 
istence on October 23, 1979 and to taxation years commencing after 
October 23, 1979 in any other case. 


(8.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.1) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(8.1) formerly read: 


(8.1) Adjustments to the cumulative deduction ac- 
count — Notwithstanding any other provisions of this Act, 
where, as.a result of a transaction or event or a series of trans- 
actions or events, 


(a) a corporation ceases to be associated with another 
corporation, or 


(b) a business of a corporation is transferred either di- 
rectly or indirectly to another corporation, 


and it may reasonably be considered that one of the main rea- 
sons therefor is to effect an increase in the amount that, but 
for the transaction or event or series of transactions or events, 
~. would otherwise be deductible under subsection (1) or (1.1), 
the cumulative deduction account of any corporation for its 
taxation year immediately preceding any taxation year in 
which all or a portion of the increase would otherwise be de- 
ductible by it (and for the purposes of this section, the corpo- 


(8) [Repealed under former’ Act] 


Pre-RSC History: Subsec. 125(8) repealed by 1984, c. 45, s. 40, 


applicable to. 1985 et seq. Subsec, 125(8) formerly read: 


ration shall, where it had no such immediately preceding tax- 
ation year, be deemed to have had such a year) shall be 
deemed to be the aggregate of its cumulative deduction ac- 


(8) Rules applicable — Where. any particular amount paid 
or payable to a corporation (in this subsection referred to as 
the “recipient corporation”) by another corporation (in this 
subsection referred to as the “associated corporation”) with 
which the recipient corporation was associated in any particu- 
lar taxation year would otherwise be included in computing 
the income of the-recipient corporation for the particular year 
from a non-qualifying business, the following rules apply: 


(a) in computing the recipient corporation’s income for 
the year from a non-qualifying business 


(i) there shall not be included any portion (in this 
subsection referred to as the “specified portion”) of 
the particular amount that was or may be deductible 
in computing the income of the associated corpora- 
tion for any taxation year from an active business 
carried on by it in Canada, and 


(ii) no deduction shall be made in respect of any out- 
lay or expense, to the extent that that outlay or ex- 
pense may reasonably be regarded as having been 
made or incurred by the recipient corporation for the 
purpose of gaining or producing the specified 
portion; 
(b) the specified portion shall be deemed to be income of 
the recipient corporation for the particular year from car- 
tying on an active business in Canada and the recipient 
corporation shall be deemed not to'have carried on a non- 
qualifying business with respect to such income; and 


(c) any outlay or expense, to the extent described in sub- 
paragraph (a)(ii), shall be deemed to have been made or 
incurred by the recipient corporation for: the Eee of 
‘ gaining or producing that-income. 


count at the end of that preceding year, computed without ref- 
erence to this subsection, and an amount equal to the amount 
tequired to eliminate the increase in respect of the corporation 
for the year. 


Subsec. 125(8.1) substituted by 1984, c. 1, subsec. 69(10), applica- 
ble for the purpose of computing cumulative deduction accounts of 
corporation for, 1982 et seq., except that subsection 125(8.1) does 
not apply. where the increase referred to therein arose as a result of a 
transaction or event that occurred before April 6, 1983, or as part of 
a series of transactions or events that commenced before that date; 
subsec. 125(8.1) formerly read: 


(8.1) Adjustments to the cumulative deduction ac- 
count — Where, at any time, as part of a transaction or event 
that occurred after December 1, 1982 or a series of transac- 
tions or events that commenced after December 1, 1982, 


(a) a business of a corporation (in this subsection referred 
to as the “business corporation”) has been transferred, ei- 
ther directly. or indirectly, to a person (in this subsection 
referred to as the “transferee”) with whom the business 
corporation did not deal at arm’s length at the time of the 
transfer and a result of the transfer is that the total 
amount that may be deducted under this section in a taxa- 
tion year in respect of income derived fest bat business 
is Or may be increased, 


(b) one or more shares of the capital stock of a corpora- 

' tion (in this subsection referred to as the “transferred cor- 
poration”) have been disposed of by a shareholder or is- 
sued by the transferred corporation and a result of the 
disposition or issuance is that the total amount that may 
be deducted under this section in a taxation year by any 
corporation with respect to its income derived from car- 
rying On any business is or may be increased, or 


Para. 125(8)(b) substituted by 1980-81-82-83, c. 48, subsec. 70(7), 
applicable to taxation years commencing after 1979 in respect of 
corporations in existence on October 23, 1979 and to taxation years 
commencing after October 23, 1979 in any other case. Para. 
125(8)(b) formerly read: - 


(c),one or more shares of the capital stock of a corpora- 
tion (in this subsection referred to as the “redeeming cor- 
poration”) have been redeemed, acquired or cancelled 
(otherwise than as part of a transaction or eyent or a se- 
ries of transactions or events that result in a transfer of 


(b) the specified portion shall be deemed to be income of the 
recipient corporation for the particular year from carrying on 


property in respect of which subsection (8.4) applies by 
the redeeming corporation and a result of the redemption, 
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acquisition or cancellation is that.the total amount that 
may be deducted under this section in.a taxation year by 
any corporation with respect to its,income. derived from 
carrying on any. business is or-may be increased, 


the following rules apply: 


(d) in the case of a transfer of a business in circumstances 
described in paragraph (a), there shall, at the end of the 


transferee’s taxation year immediately preceding its taxa-. 
tion year that included the time of the transfer (and for’ 


the purposes of this section the transferee shall be 


deemed to have had such a taxation year éven though’ 


such a year did not exist), be added in computing its cu- 
mulative deduction account such portion of the amount 
of the cumulative deduction account of.the business. cor- 
poration at the end of its taxation year that included the 
_ time of the commencement of the transaction or event or 
series of transactions or events that resulted in the trans- 
fer as may reasonably be attributed to the income derived 
from that business; 


(e) in the case of a disposition or issuance of one or more 
shares. in circumstances described in paragraph (b), 
where a result thereof ‘is that the transferred corporation 
or the new corporation (where there has been an amalga- 
mation, within the meaning assigned by subsection 87(1), 
of a transferred corporation) will cease to be associated, 
without ceasing to:not deal at arm’s length, ‘with any 
other corporation (in this paragraph referred to as a “for- 
mer, associated ,corporation’”’), there shall be added in 
computing the cumulative deduction account of any for- 
mer associated corporation (but not in respect of more 
than one such corporation) at the end of its taxation year 
that included the time of the disposition or issuance, the 
amount of the cumulative deduction account of the trans- 


S.125(8.2) 


amount that was added in computing the cumulative 
deduction.account of the former associated :corpora- 
tion by virtue of paragraph (e) or (f) or this para- 
_ graph, and | 


(11) the aggregate of 


(A) the amount of the sutanihifid deduction ac- 
count of the former associated corporation at the 
end of its taxation year that included the time of 
such disposition, issuatice, redemption, acquisi- 
tion or cancellation, and 


(B) the. aggregate of all amounts each of which is 
an amount deducted by the former associated 
corporation under paragraph (6)(b)(iv) in com- 

_ puting its cumulative deduction account in taxa- 
tion years commencing after its last taxation year 
in which an amount was added, by virtue of par- 

| agraph (e) or (f) or this paragraph, in computing 
its cumulative deduction account and ending on 
or before the end of its taxation year that in- 
cludes the time of such disposition, issuance, re- 
demption, acquisition or cancellation that is at- 
tributable to dividends paid by it to a person 
other than the continuing corporation or a corpo- 
ration that is associated with the went cor- 
poration at that particular time. 


Subsec. 125(8.1) added by 1980-81-82-83,.c. 140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 
counts of corporations for 1982 et seq. 


(8.2) [Repealed under former Act] 
Pre-RSC History: Subsec. 125(8.2) repealed by 1984, c. 45, s. 40, 


applicable to 1985 et seg. Subsec.'125(8.2) formerly read: 


(8.2) Idem — Where an adjustment to the cumulative deduc- 
tion account of a corporation is required pursuant to subsec- 
‘tion (8.1) in order to eliminate an increase referred to in that 
subsection for a taxation year and all or a portion of the in- 
crease could be eliminated for the year by adjustments in re- 
‘spect of one’ or more other corporations, the increase may be 
élimminated in such manner as the corporations agree, and 
where they fail to notify the Minister of their agreement on 
the request of the’ Minister and within a reasonable time 
thereof, the increase'shall be eliminated in such manner as 
may be determined by the Minister in order to BN effect to 
that subsection. 


Subsec. 125(8.2) substituted by 1984, c. 1, subsec. 69(10), applica- 
ble for the purpose of computing cumulative deduction accounts of 
corporations for 1982 et seg. Subsec. 125(8.2) formerly read: 


ferred corporation at the end of its taxation year that in- 
cluded that time; 


(f) in the case of a redemption, acquisition or cancellation 
of one or more shares in circumstances described in para- 
graph (c), where a result thereof is that the redeeming 
corporation will cease to be associated, without ceasing 
to not deal at arm’s length, with any other corporation (in 
this paragraph referred to as a “former associated corpo- 
ration”), theré ‘shall be added in computing the cumula- 
tive deduction account of any former associated corpora- 
tion (but not in respect of more. than. one such 
corporation) at the end of its taxation. year that included 
the time of the redemption, acquisition or cancellation, 
the amount of the cumulative deduction account of the 
redeeming corporation at the end of its taxation year that 
included that time; and 


(8.2) Idem — For the purposes of subsection (8.1), 
(g) where, by virtue of paragraph (e) or (f). or this para- 
graph, an amount has been added in computing the cu- 
mulative deduction account of a corporation (in this para- 
graph referred to as the “former associated corporation”) 
and that former associated corporation ceases, at any par- 
ticular time, to be associated with any corporation (in this 
paragraph referred to as the “continuing corporation”) as 
a result of a disposition, issuance, redemption, acquisi- 
tion or cancellation of one or more shares of the capital 


(a) where, at any time after December 1, 1982, there has 
been a transfer of a business, in respect of which subsec- 
tion (8.1) did not apply, by a corporation: (in-this para- 
graph referred to as.the “transferor”) to another.corpora- 
tion (in this paragraph referred to as the “transferee”) 
with which it did not deal at arm’s length and the transfer 
~ of the business was followed by a disposition, issuance, 
redemption, acquisition or cancellation of one or more 
shares of the capital stock of the transferee to which sub- 


stock of the former associated corporation in respect of 
which this subsection would not apply if this subsection 
were read without reference to this paragraph, there shall 
be added in computing the cumulative deduction account 
of the continuing corporation (but not in respect of more 
than one such continuing corporation) atthe end of its 
taxation year’that included the time of such disposition, 
issuance, redemption, acquisition or cancellation, an 
amount equal to the lesser of 


(i) the aggregate of all amounts each of siaiels is an 
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section (8.1) applied, paragraph (8.1)(d) shall apply to the 
transfer of the business as if the business was transferred 
by the transferor on the first day of the taxation year of 
the transferee immediately following the transferee’s tax- 
ation year that included the time of such disposition, issu- 
ance, redemption, acquisition or cancellation and, where 
the transferor has ceased-to exist at the time of such dis- 
position, ‘issuance, redemption, ‘acquisition or cancella- 
tion, it shall be: deemed,to have been in existence at that 
time and to have had at that time a cumulative deduction 
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account that was its cumulative deduction account at the 
end of its taxation year that included the time of the 
transfer of the business; 


(b) where, at any time after December 1, 1982, there has 
been a transfer of a business, in respect of which subsec- 
tion (8.1) did not apply, by a,corporation (in this para- 
graph referred to as the “transferor”) to another corpora- 
tion (in. this paragraph referred to as the “transferee’’) 
with which it did not deal at arm’s length and the transfer 
of the business is followed by a disposition, issuance, re- 
demption, acquisition or cancellation of one or more 
shares of the capital stock of the transferor to which sub- 
section (8.1) does not apply (otherwise than in the course 
of a winding-up to which subsection 88(1) applies) and a 
result of the disposition, issuance, redemption, acquisi- 
tion or cancellation is that the transferor will cease to be 
associated with the transferee, paragraph (8.1)(d) shall 
apply to the transfer of the business as if the business was 
transferred to the transferee on the first day of its taxation 
year immediately following its taxation year that in- 
cluded the time of such disposition, issuance, redemp- 
tion, acquisition or cancellation; 


(c) where a particular corporation was not in existence at 
the time of a transfer of a business or at the time of a 
disposition, issuance, redemption, acquisition or cancel- 
lation of one or more shares of the capital stock of any 
corporation, in determining whether the particular corpo- 
ration dealt at arm’s length with any other corporation at — 
that time, 


(i) the particular corporation shall be deemed to have © 
been in existence at that time, and 


(ii) the persons who were its shareholders immedi- 
ately before the commencement of the transaction or 
event or series of transactions or events referred to in 
subsection (8.1) shall be deemed to be its sharehold- 
ers at the time of such transfer, disposition, issuance, 
redemption, acquisition or cancellation; and 


(d) where it may reasonably be considered that one of the 
principal purposes of one or more transactions or events 
or series of transactions or events was to cause persons to 
deal at arm’s length so as to render subsection (8.1) inap- 
plicable with respect to a transfer of a business, a disposi- 
tion or issuance of one or more shares. of the capital stock 
of a corporation, or the redemption, acquisition or cancel- 
lation by a corporation of one or more shares of its capi- 
‘tal stock, such persons shall be deemed not to deal with 
each other at arm’s length. 
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‘to carry on a business and another corporation (in this subsec- 


tion referred to as the “transferee”) with which it did not deal 
at arm’s length commenced to carry on that business, for the 
purposes of subsection (8.1) the transferor shall be deemed to 
have transferred the business to the transferee at the time that 
the transferee commenced to carry on that business. 


Subsec. 125(8.3) added by 1980-81-82-83, c. 140, subsec. 86(13), 
applicable for the purpose;of computing cumulative deduction ac- 
counts of corporations for 1982 et seq. 


(8.4) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.4) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(8.4) formerly read? 


Subsec. 125(8.2) added by 1980-81-82-83, c. 140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 


counts of corporations for 1982 et seq. 


(8.3) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.3) repealed by 1984, c. 45, s. 40, 


applicable to 1985 et seg. Subsec. 125(8.3) formerly read: 


(8.3) Idem — Where a corporation (in this subsection re- 
ferred to as the “transferor”) has ceased to carry on a business 
and another corporation (in this subsection referred to as the 
“transferee”) has commenced to carry on that business, for 
the purposes of subsection (8.1) the transferor shall be 


deemed to have transferred the business to the transferee at 
the time that the transferee commenced to carry on that 


business. 


Subsec. 125(8.3) substituted by 1984, c. 1 subsec. 69(10), applica- 


(8.4) Idem — Where, at any time in a taxation year of a cor- 
poration (in this subsection referred to as the “transferee”), 
property of another corporation (in this subsection referred to 
as the “transferor”) has been transferred to the transferee in 
the course of a series of transactions or events described in 
paragraph 55(3)(b) (in this subsection referred to as the 
“transfer transactions”) that:commenced after November 12, 
1981, there shall be added to the amount of the cumulative 
deduction account of the transferee at the end of its taxation 
year immediately preceding its taxation year that included the 
time of the transfer (and for the purposes of this section, the 
transferee shall, where it had no such immediately preceding 
taxation year, be deemed to have had such a ab the 
amount, if any,-by which 


(a) that proportion of the amount of the cumulative de- 
duction account of the transferor that 


(i) the fair market value of the property immediately 


before the commencement. of the transfer 
transactions 
is of 


(ii) the fair market value of all the property of the 
transferor immediately before such commencement 


exceeds 


(b) 4 times the amount of the tax, if any, payable for the 
year under paragraph 186(1)(a) by the transferee or the 
shareholder of the transferee, as the case may be, that 
may reasonably be attributed to a dividend received in 
the year in the course of the transfer. transactions, 


and, for the purposes of this subsection, the amount of the 
cumulative deduction account of the transferor shall be 
deemed to be an amount equal to the aggregate of 


(c) the amount of the cumulative deduction account of 
the transferor at the end of its taxation year immediately 
preceding its taxation year in which the transfer transac- 
tions commenced; and 


(d) the aggregate of all amounts each of which is the 
amount of the transferor’s taxable income derived from 
carrying on an active business or non- qualifying business 
for each taxation year ending in the period starting at the 
beginning of its taxation year that includes the time of 
commencement of the transfer transactions and ending at 
the end of its taxation year that includes the time of com- 
pletion of the transfer transactions. 


Subsec. 125(8.4) substituted by 1984, c. 1, subsec. 69(10), applica- 
ble for the purpose of computing cumulative deduction accounts of 
corporations for 1982 et seq., except that subsec. 125(8.4) does not 
apply with respect to a transfer of property in the course of a series 


ble for the purpose of computing cumulative deduction accounts of 


corporations for 1982 et seg. Subsec. 125(8.3) formerly. read: 


(8.3) Idem — Where, after December 1, 1982 a corporation 
(in this subsection referred to as the “transferor”) has ceased 
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of transactions or events 


(1) that commenced before December 2, 1982 unless the trans- 
feror and the transferee so agree, and 


(2) that commenced after December 1, 1982 and before April 6, 
1983 unless the transferor and the transferee so agree and were 
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not dealing with each other at arm’s lengthy at the time of the 


transfer. 


Subsec. 1258 4) formerly read: 


(8.4) Idem — Where, at any time in a taxation year of a cor- 
poration (in this subsection referred to as the “transferee”), 
property of another corporation (in this subsection referred to 
‘as the “transferor’) has been transferred to the transferee as 
part of a transaction or event or a series of transactions or 
events to which subsection 55(2) would, but for paragraph 
55(3)(b), apply that commenced after December 1, 1982 (in 
this subsection referred to as the “transfer transactions”) and 
the transferor and transferee were dealing at arm’s length at 
that time, there shall be added to the amount of the cumula- 
_ tive deduction account of the transferee at the end of its taxa- 
tion year immediately preceding its taxation year that in- 
cluded the time of the transfer (and for the purposes of this 
_ section it shall be deemed to have had such a taxation year 
~ even though such a year did not exist) the amount, if any, by 
which 


(a) that proportion of the amount of the cumulative de- 
duction account of the transferor that 


@ the fair market value of the property immediately 


before the commencement of, the transfer 
transactions 
is of 


(ii) the fair market value of all the property of the 
- transferor at the time referred to in subparagraph (i) 


exceeds 


(b) four times the amount of tax, if any, payable by the 
transferee or the shareholder of the transferee, as the case 
may be, for the year under paragraph 186(1)(a) that may 
reasonably be.attributed to a dividend ‘received in the 
year in the course of the transfer transactions, 


and for the purposes of this subsection, the amount of the cu- 
mulative deduction account of the transferor shall be deemed 
to be an amount equal to the aggregate of 


(c) the amount of the cumulative deduction account of 
the transferor at the end of its taxation year immediately 
preceding its taxation year in which the transfer transac- 
tions commenced, and 


(d) the aggregate of all amounts each of which is the 
amount of the transferor’s taxable income derived from 
carrying on an active business or non-qualifying business 
for each taxation year ending in the period starting at the 
beginning of its taxation year that includes the time of 
commencement of the transfer transactions and ending at 

~ the end of its taxation year that includes the time of com- 
pletion of the transfer transactions. 
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amount described in subparagraph (6)(b)(iii) imwespect of 
that taxation year; and 


(b) the amount that is equal to that proportion of the 
amount, if any, by which 


(i) the aggregate of all amounts determined under 
subparagraphs (6)(b)(iv) to (iv.2) in respect of the 
payer for the particular taxation year’ 

exceeds 


(ii) the aggregate of all amounts determined under 
subparagraphs (6)(b)(i) to (iii.2) in respect of the 
payer for the particular taxation: year, 

that 


(iii). the, amount determined under paragraph (a) in 
respect of the dividend 
isiof 

(iv) the aggregate of all amounts each of which is an 
amount determined under paragraph (a) in tespect! of 
each dividend: paid in the’ particular taxation year by 
the payer to any member of the Rcd in the particu- 
lar taxation: year. 


Subsec. 125(8.5) substituted by 1984,‘c. 1, subsec. 69(10), applica- 
ble for the purpose of computing cumulative deduction accounts of 
corporations for 1982 et seq.,,except, that subsection. 125(8.5) is ap- 
plicable with respect to, dividends paid by the payer in its, 1980 and 
subsequent taxation years. Subsec. 125(8.5) APTN SA read: 


(8.5) Idem — Where 


(a). an amount has been added, at any time, in computing: 
the cumulative deduction account of a particular corpora; ; 
tion by virtue of subsection (8.1) in respect of)a transfer, 
of a business 


and, at any subsequent time, 


(b) the particular corporation becomes associated’ with 
the business corporation referred to in paragraph (8.1)(d) * 
or, where the business corporation referred to» in para- 
graph (8.1)(d) has ceased to exist by virtue of.a winding- 
up to which subsection 88(1) applied or by virtue of an 
amalgamation (within the meaning assigned by subsec- 
tion 87(1)), becomes associated with its parent or the new 
corporation (either of which in this subsection is referred 
to as the ‘“‘successor corporation”), 


there shall.be deducted from the amount of the cumulative 
deduction account of the business corporation or the succes- 
sor corporation, as the case may be, at the end of its taxation 
year immediately preceding. its taxation year that includes 
that subsequent time, an amount equal;to the lesser of 


(c) the amount referred: to, in, paragraph (a), and 


(d). the amount of the cumulative deduction account of 


Subsec. 125(8.4) added by 1980-81-82-83, c. 140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 


counts of corporations for 1982 et seq. 


(8.5) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.5) repealed by 1984, c. 45, s. 40, 


* Gangegriae to 1985 et seq. Subsec. 125(8.5) formerly read: 


the particular corporation at the end of its taxation year 
that includes that subsequent time. 


Subsec.. 125(8.5) added by 1980-81-82-83, c. 140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 
counts. of corporations for 1982 et seq. 


(8.6) [Repealed under former Act] 


(8.5) Idem — Where a corporation (in this subsection re- 
ferred to as the “payer”) that is a member of an associated 
» group in a particular taxation year pays a dividend in the par- 
ticular taxation year to another member of the group (in this 
subsection referred to as the “recipient’”), there shall be de- 
ducted from the cumulative deduction account of the recipi- 
ent at.the end of its taxation year in which the dividends was 
paid an amount equal to the lesser of 


Pre-RSC History: Subsec. 125(8.6) repealed by 1984, c. 1, sub- 
sec. 69(10), applicable for the purpose of computing cumulative de- 
duction accounts of corporations for 1982 et seq. Subsec. 125(8.6) 
formerly read: i 


(a) the amount included for the taxation year by the re- ° 


cipient in respect of the, dividend. in determining: the 
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(8.6) Idem — Where 


(a) an amount has been added, ‘at any time, in computing 
the cumulative deduction account of a particular corpora- 
tion by virtue of subsection (8:1) in respect of a disposi- 
tion, issuance, redemption, acquisition or cancellation of 
one or more: shares,.of the capital stock of, any other 
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corporation 
and, at any subsequent time, 
(b) a corporation that was 


(i) the transferred corporation referred to in para- 
graph (8.1)(b), 


(ii) the redeeming corporation referred to in para- 
graph (8.1)(c), or 


(iii) the former associated corporation referred to in 

paragraph (8.1)(g), 
becomes -associated with the particular corporation or, 
where the particular corporation has ceased to exist by 
virtue of a winding-up to which subsection 88(1) applied 
or by virtue of an amalgamation (within the meaning as- 
signed by subsection 87(1)), becomes associated with its 
parent or the new corporation (either of which in this 
subsection is referred to as the “successor corporation’’), 


there shall be deducted in computing the cumulative deduc- 
tion account of the particular corporation or the successor 
corporation, as the case may be, at the end of its taxation year 
immediately preceding its taxation year that includes that 
subsequent time, an amount equal to the lesser of 


(c) the amount referred to in paragraph (a), and 

(d) the amount of the cumulative deduction account of 
the corporation referred to in subparagraphs (b)(i) to (iii), 
as the case may be, at the end of its taxation year that 
includes that subsequent time. 


Subsec.'125(8.6) added by 1980-81-82-83, c.'140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 
counts of corporations for 1982 ‘et seq. 


(9) [Repealed under former Act] 

Pre-RSC History: Subsec. 125(9) repealed by 1984, c. 45, s. 40, 

applicable to 1985 et seq. Subsec. 125(9) formerly read: 

(9) “Definitions” — For the purposes of this section, 
(a) “business connected” — “business connected” at 
any time in a taxation year with a corporation means any 
business carried on by an individual, a partnership or an- 
other corporation if at that time more than 20% of the 
shares of any class of the capital stock of the corporation 
are owned, directly or indirectly, by 
(i) the individual, 


(1i) one or more members of the partnership, 


to own that proportion of all the shares of any class 
of the capital stock of a corporation that are property 
of the partnership at that time that the fair market 
value at that time of his interest in the partnership is 
of the fair market value at that time of the interests of 
all members in the partnership: 


(b), “entity” — “entity” includes a partnership, a person 
other than a member of a related group and one or more 
persons who are members of a related group; and, 


(c) “specified shareholder’ — “specified shareholder” 
of a corporation in a taxation year means a taxpayer who 
owns, directly or indirectly, at any time in’the year, not 
less than 10% of the issued shares of any class of the cap- 
ital stock of the corporation or of any other corporation 
that is related to the corporation and for'the purposes of 
this definition 


(i) a taxpayer shall be deemed to own each share of 
the capital stock of a corporation owned at that time 
by a person with whom he does not deal at arm’s 
length, 


(ii) each beneficiary of a trust shall be deemed to 
own that proportion of all of such shares owned by 
the trust at that time that the fair market value at that 
time of his beneficial interest in the trust is of the fair 
market value at that time of all beneficial interests in 
the trust, 


(iii) each member of a partnership shall be deemed to 
own that proportion of all the shares of any class of 
the capital stock of a corporation that are property of 
the partnership at that time that the fair market value 
at that time of his interest in-the partnership is of the 
fair market value at that time of the interests of all 
members in the partnership, and 


(iv) an individual who performs services on behalf of 
a corporation that would be carrying on a personal 
services business if the individual ‘or any person re- 
lated to the individual were at that time a specified 
shareholder of the corporation shall be deemed to be 
a specified shareholder of the corporation at that time 
if he, or any person or partnership with whom he 
does not deal at arm’s length, is, or by, virtue of any 
arrangement, may become, entitled, directly or indi- 
rectly, to not less than 10% of the assets or the shares 
of any class of the capital stock of the corporation or 
any corporation related thereto. 


(iii) one or more specified’ shareholders of the other Subpara.. 125(9)(a)(vii) added by. 1980-8 1-82-83, c..140, subsec. 
corporation, or 86(14), and para. 125(9)(c) substituted by subsec. 86(15), both 


(iv) the other corporation 


as the case may be, and for the purposes of this 
definition, 


(v) shares of the Corporation owned by a person re- 
lated to the individual referred to in subparagraph (i), 
a member of a partnership referred to in subpara- 
graph (ii) or a shareholder referred to in subpara- 
graph (iii) shall be deemed to be owned by that indi- 
vidual, member or shareholder, as the case may bé, 
and not by the person who actually owned the shares, 


(vi) a trust of which any individual, member or 
shareholder referred to in any of subparagraphs (i) to 
(iii) or any person related thereto is a beneficiary 
shall be deemed to be related to an individual re- 
ferred to in subparagraph (i), a member of a partner- 
ship referred to in subparagraph (ii) or a shareholder 
referred to in subparagraph (iii), as the case may be; 
and 


(vii) each member of a partnership shall be deemed 


changes applicable to taxation years commencing after November 
12, 1981. Para. 125(9)(c) formerly. read: 


(c) “specified shareholder” of a corporation in a taxation year 
means a taxpayer who owns, directly or indirectly, at any 
time in the year, not less than 10% of the issued shares of any 
class of the capital stock of the corporation and for the pur- 
poses of this definition 


(i) a taxpayer shall be deemed to own each share of the 
capital stock of the corporation owned at that time by a 
person with whom he does not deal at arm’s length, and 


(ii) each beneficiary of a trust shall be deemed to own 
that proportion of all of such shares owned by the trust at 
that time that the fair market value at that.time of his ben- 
eficial interest in the trust is of the fair market value at 
that time of all beneficial interests in the trust. 


All that portion of subsec. 125(9) preceding para. (a) substituted, by 
1980-81-82-83, c. 48, subsec. 70(8), applicable to taxation years 
commencing after October 28, 1980. That portion formerly read: 
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(9) For the purposes of paragraphs (6)(f) and (h), 


Subdiv. b — Computation of Tax: Corporations 


Subsec. 125(9) added by 1979, c. 5, subsec. 38(7), applicable to tax- 
ation years commencing after 1979 in respect of corporations in ex- 
istence on October 23, 1979 and to taxation years commencing after 
October 23, 1979 in any other case. 


(9.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 12509. 1) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(9.1) formerly read: 


(9.1) Business connected — For the purposes of this sec- 
tion, where a business ‘is: at any time a business connected 
with one or more corporations, that business shall be deemed 
to be a business connected with any other corporation that is 
controlled at that time by the one or more corporations, 


Subsec. 125(9.1) added by 1980-81-82-83, c. 48, subsec..70(9) ap- 
plicable to taxation years ee after October 28, 1980. 


(10) [Repealed under former Act] 


Pre-RSC History: Subsec."125(10) repealed by 1984, c. 45, s. 40, 
applicable to. 1985 et seq. Subsec. 125(10) formerly read: 


(10) Where corporation a member of a partnership — 
For the purposes of subparagraph (6)(f)(ii), where a corpora- 
tion was a member of a partnership at any time in a taxation 
year, 


(a) there shall be included in the gross revenue for the 
year of a particular business carried on by the corporation 
in Canada, that proportion of the gross revenue of that 
business carried on in Canada by. the partnership, for the 
fiscal period of the partnership coinciding with or ending . 
in that year, that the corporation’s share of the income of 
the partnership from that business for that fiscal period is 
of the income of the partnership from that business for 
that fiscal period; and é 


(b) clause (A) thereof shall be read as if the reference to 
“one entity” were a reference to “a number of entities 
that is not more than the number of members of the part- 
nership at the end of the fiscal period of the partnership 
coinciding with or ending in that year”. 


Subsec. 125(10) added by.1979, c. 5, subsec. 38(7), applicable. to 


taxation years commencing after 1979 in respect of corporations in | 


existence on October 23, 1979 and to taxation years. commencing 
after October 23, 1979 in.any other case. 


(11) [Repealed under former, Act] 


Pre-RSC History: Subsec. 125(11) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(11) formerly read: 


(11) Where corporation deemed to.employ more than 
five full-time employees — For the purposes of paragraph 
(6)(h), a particular corporation shall be deemed to employ in) 
its business more than five full-time employees aoe a 
taxation year if 


(a) in the course of carrying on an active business, any 
other corporation associated with it, or a corporation that 
carried on a business connected (within the meaning as- ° 
signed by paragraph (9)(a))-with it, provides managerial, 
administrative, financial, maintenance or other similar 
services to the particular corporation in the year; and 


(b), the, particular corporation could reasonably be ex- 
pected to require more than the equivalent of five full- 
time employees if those services had not been provided. 


Subsec. 125(11) added by 1979, c. 5, subsec. 38(7), applicable. to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. 


S.'125(12) 


(12) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(12) repealed by 1980-81-82-83, oh 
140, subsec. 86(16), applicable to taxation years ending after 1982. 
Subsec. 125(12) formerly read: é 


(12) Definitions — For the purposes of paragraph (6)(b), 


(a) “specified addition to the cumulative deduction 
account” — “specified addition to the cumulative deduc- 
tion account” of a corporation for a taxation year means 
the aggregate of 


(1) where subparagraph (ii) does not apply to the cor- 
poration in the year and where: the corporation car- 
ried on a non-qualifying business in Canada in: the 
year and did not carry on such a business in Canada 
in.its immediately preceding taxation year, an 
amount equal to '/s of its cumulative deduction ac- 
count at the end of the immediately preceding taxa- 
tion year, 


(ii) where the corporation is a corporation formed as 
a result of an amalgamation (within the meaning of 
section 87) or merger, the taxation year is its first 
taxation year commencing after the amalgamation or 
merger and the corporation carried on a non-qualify- 
ing business in Canada in the year, an amount equal 
to Ys of the aggregate of amounts each of which is 
the cumulative deduction account, immediately 
before the amalgamation or merger, of a predecessor 
corporation that did not carry on a non-qualifying 
business in its last taxation year, and 


(111) where the corporation carried on a non-qualify- 
ing business in Canada in the year, '/s of the amount, 
if any, added under paragraph 88(1)(e.3) to the cor- 
poration’s cumulative deduction account at the end 
of the year in respect of a subsidiary that did not 
carry on a non-qualifying business in the taxation 
year in which it was wound up; and 


(b) “specified reduction in the cumulative deduction 
account” — “specified reduction in the cumulative de- 
duction account” of a corporation for a taxation year 
means the aggregate of 


(i) where subparagraph (11) does not apply to the cor- 
poration in the year and where the corporation did 
not carry on a non-qualifying business in’Canada in 
the year and carried on such a business in its imme- 
diately preceding taxation year, an amount equal to 
Yo ofits cumulative, deduction account at the end of 
the immediately preceding taxation year, 


(ii) where the corporation is a corporation formed as 
a result of an amalgamation (within the meaning of 
section 87): or merger, the taxation year is its first 
taxation year commencing after the amalgamation or 
merger and the corporation did not carry on a non- 
qualifying business in Canada in the year, an amount 
equal to '/ of the aggregate of. amounts each. of 
which is the cumulative deduction account, immedi- 
ately before the amalgamation or merger, of a prede- 
cessor corporation that carried on a non-qualifying 
business in its last taxation year, and 


(ii) where the corporation did not carry on a non- 
qualifying business in Canada in the year, '/ of the 
amount, if any, added under paragraph 88(1)(e.3) to 
the corporation’s cumulative deduction account at 
the end of the year in respect of a subsidiary that car- 
ried on’a non-qualifying business in the taxation year 
in which it was wound up, 


and, for greater certainty, a business carried on by a cor- 
poration in any taxation year preceding the taxation year 
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of the corporation in respect of which subsection (1.1) 
came into force shall be deemed not to be a non- qualify- 
ing’ business. 


Subsec. 125(12) added by 1979, c. 5, subsec. 38(7), applicable to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. 


(13) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(13) repealed by 1984, ¢: 45, s. 40, 
applicable to 1985 et seg. Subsec.. 125(13) formerly read: 


(13) Connected Partie ABSA Be the purposes of this 
section, 


(a) a partnership of which a corporation was a member in 
a taxation year (hereinafter referred to as the “first part- 
nership”) is connected with another partnership (herein- 
after referred to as the “second partnership”) if 


(1) more than 50% of the total income or loss, as the 
case may be, of the first partnership for its fiscal pe- 
riods ending in or coinciding with the taxation year is 
included in the determination of the income of a par- 
ticular person or a particular group of persons, and 


(11) more than 50% of the total income or loss, as the 
case may .be, of the second partnership for its fiscal 
periods ending in or coinciding with the taxation 
year is included in the determination of the income 
of 


(A): the particular person, 
(B) the particular group of persons, 


(C) any corporation associated with the particu- 
lar person or with any member of the particular 
group of persons, 


(D) any group of corporations each member of 
which is associated with the particular person or 
with any member of the particular group of per- 
sons, or 


(E) any groups of persons each member of which 
is a person or a member of a group of persons 
described in any of clauses (A) to (D), 


(b) “group of connected partnerships” means a group 
consisting of a partnership and all other partnerships with 
which the partnership is connected, 


(c) a corporation is joined in a taxation year to a partner- 
ship if the partnership is connected in the year with an- 
other partnership and, with respect to both such partner- 
ships, the corporation was a person.or a member of a 
group of persons referred to in paragraph (a), and 

(d) a corporation is joined ina taxation year to a group of 
connected partnerships if it is joined in the year to any 
partnership in that group. 

Subsec. 125(13) added by 1980-81-82-83, c. 48, subsec. 70(10), ap- 


plicable with respect to fixed periods of partnerships commencing 
after December 11, 1979. 


(14) [Repealed under former Act] 
Pre-RSC History: Subsec. 125(14) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(14) formerly read: 
(14) Idem — Where the members of a particular partnership 
carry on a business and the Minister is satisfied that 


- (a) the existence of the particular partnership in a taxation 
year is not solely for the purpose of carrying on the busi- 
ness in the most effective manner, and 


(b) one of the main reasons for such existence in the year 
is to increase the amount of a deduction. under subsection 
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(1) or (1.1), 
if the Minister so directs, 


(c) any other partnership shall be deemed to be connected 
in the year with the particular partnership and any corpo- 
ration that is a member_of that.other partnership shall be 
deemed to be joined in the year to the particular partner- 
ship, or 


(d) the specified limit of any corporation for the year in 
respect-of the particular partnership shall be reduced to 
an amount that is reasonable in the circumstances. 


Subsec. 125(14) added by 1980-81-82- 83, c. 48, subsec. 70(10), ap- 
plicable with respect to fixed periods of partnerships commencing 
after December 11, 1979. 


(15) [Repealed under former. Act] . 


Pre-RSC History: Subsec. 125(15) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seq. Subsec. 125(15) formerly read: 


(15) Appeal — On an appeal from an.assessment made pur- 
suant to a direction under subsection (14), the Tax Court of 
_ Canada or the Federal Court may 


(a) contain the direction; , 


(b) vacate the direction if it determines that none of the 
main reasons for the existence of the particular partner- 
ship is to increase the amount of a deduction under sub- 
section (1) or (1.1); or 


(c) vary ‘the direction and “refer the matter back to the 
Minister for reassessment. 


Subsec. 125(15) substituted by 1980-8 1-82-83, c. 158, s. 58, to sub- 
stitute “Tax Court of Canada” for “Tax Review Board”, applicable 
from July 18, 1983. 


Subsec. 125(15) added by 1980-81-82- 83, ¢. 48, subsec. 70(10), ap- 
plicable with respect to fixed periods of S27 2S cornmencing 
after December T1; 1979: 


Definitions [s. 125]: “active pene eis 125(7) (see also “in- 
come.from ...”), 248(1); “amount”, “assessment” — 248(1); “asso- 
ciated” — 256; “business” — 248(1);. “business... limit” — 
125(2)-(S); “Canada” — 255; “Canadian-controlled private corpo- 
ration” — 125(7), 248(1); “carrying on business” — 253; “con- 
trolled directly or indirectly” — 256(5.1); “corporation” — 248(1), 
Interpretation Act 35(1); “credit union” — 137(6), 248(1); “divi- 
dend”, “employee” — 248(1); “fiscal period” — 248(1), 249(2)(b), 
249.1; “in Canada” — 255; “income from active business”. — 
125(7); “incorporated employee” — 125(7); “personal services bus- 
iness”, “Minister”, “non-resident”, “person” — 248(1); “personal 
services business” — — 125(7), 248(1); “prescribed” — 248(1); “pri- 
; “property” — 248(1); 
“public corporation” — 89(1), 248(1); “share” — 248(1); “specified 
investment business” — 125(7), 248(1); “specified partnership in- 
come” — 125(7);. “specified partnership: loss” — 125(7); “taxable 
dividend” — 89(1), 248(1); “taxable income” — 2(2), 248(1); “tax- 
ation year” — 249; “writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 125]: IT-64R3: Corporations: asso- 
ciation and control — after 1988; IT-73R5: The small business de- 
duction; IT-151R4: Scientific research and experimental. develop- 
ment expenditures; IT-189R2:, Corporations used by practising 
members of. professions; IT-232R2: Non-capital. losses, net capital 
losses, restricted farm. losses, farm losses, and limited partnership 
losses — their composition and deductibility in computing taxable 
income; Tk: 2435R4: Dividend refund to private corporations. 


125.1 (1) Manufacturing and processing 
profits deductions — There may be deducted 
from the tax otherwise payable under this Part by a 
corporation for a taxation year an amount equal. to 
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71% of the lesser of 


(a) the amount, if any, by which the corporation’s 

‘Canadian manufacturing and processing. profits 
for the year exceed, where the corporation was a 
Canadian-controlled private corporation through- 
out the year, the least of the amounts determined 
under paragraphs 125(1)(a) to (c) in SPSPR: of the 
corporation for the year, and 


(b) the amount, if any, by which the aegednscn’ S 
taxable income for the year exceeds the total of 


(i) where the corporation was a Canadian-con- 
trolled private corporation throughout the 

year, the least of the amounts determined 
under paragraphs 125(1)(a) to (c) in respect of 
the corporation for the year, 


(ii). '°%. of the total of amounts deducted under 
subsection 126(2) from the tax for the year 
otherwise payable Beek this Part ee the cor- 
poration, and Ve: ; 


(iii) where the corporation was a Canadian- 
controlled private corporation throughout the 
year, its aggregate investment income for the 
year (within the meaning assigned by subsec- 
‘tion 129(4)). 


Selected Cases [para. 125.1(1)(b)]: Lehman Bookbinding Ltd. 
v. MNR, [1995] 2 C.T.C. 129 (FCTD) (Critical element was not 
whether there was manufacturing and processing, but whether activ- 
ity was in respect of goods for sale). 


Related Provisions: . 123.2(a) — Corporate surtax. applies to total 
tax before claiming M&P deduction; 182 — Manufacturing of to- 
bacco — surtax. 


History: Subpara. 125.1(1)(b)Gii) amended by 1996, c. 21, s. 27, 
applicable to taxation years that end after June 1995. Subpara. (iii) 
formerly read: 


(iii) where the corporation was a Canadian- ont led Drivate 
corporation throughout the year, the amount determined 
under clause 129(3)(a)G)(B) in respect of the corporation for 
the year. 


That portion of subsec. 125.1(1) preceding para. (a) amended to 
substitute “7% for “5%” by 1994, c. 7, Sch. VIII (1993, c. 24), s. 64, 
applicable to 1993 ef seq. except that, in its application to taxation 
years commencing before 1994, the reference in the subsec. to 
“7%” shall be read as a reference to the total of 


(a) that proportion of 5% that the number. of days in the year 
that are before 1993 is of the number of days. in the year, 


(b) that proportion of 6% that the number of days in the year 
that are in 1993 is of the number of days in the year, and 


(c) that proportion of 7% that the number of days in the year 

that are after 1993 is of the number of days in the year. 
Pre-RSC History: Subsec. 125.1(1) substituted by 1988, c. 55, 
subsec. 103(1), applicable to taxation years ending after June 1988, 
except that in its application to taxation years ending after June 
1988 and commencing before July: 1991, subsec. 125.1(1) shall be 
ae as follows: 


125.1.(1); There may be deducted from the tax otherwise pay- 
able. under. this Part by a corporation for a taxation year an 
amount equal. to the aggregate of 


(a) that proportion of 7% of the lesser of 


(i) the amount, if any, by which the corporation’s Ca- 
nadian manufacturing ‘and processing profits. for the 
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year exceed, where the corporation was a Canadian- 
controlled private corporation. throughout: the year, 
the least of the amounts determined under paragraphs 
@ 25(1)(a) to (c) in respect of the corporation for the 
year, and 


(ii) the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


- (A) where the corporation was a Canadian-con- 
trolled:.private corporation throughout the year, 
the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the cor- 
poration for the year, 


(B) where the year commenced before July, 
1988, 2 times the aggregate of amounts deducted 

under subsection 126(2) from the tax for the year 
‘otherwise payable under this Part by the 
corporation, 


(C) where the year commenced after June, 1988, 
'%, of the aggregate of amounts deducted under 
subsection 126(2) from the tax for the year oth- 

_ erwise payable under this Part by the corpora- 
tion, and 


‘(D) where the corporation was a Canadian-con- 
-- trolled. private, corporation throughout the year, 
the amount determined under clause 
129(3)(a)(i)(B) in respect of the corporation for 
the year 
that the number of days in the year that are before July, 
1988 is of the number of days in.the year, 


(b) that proportion of 2% of the, lesser of the, amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 
the corporation for the year that the number of days in the 


year that are after June, 1988 and before July, 1989 is of 
the number of days in the year, 


(c) that proportion of 3% of the lesser of the amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 


. the corporation for the year that the number of days,in the 


year that are after June, 1989 and before July, 1990 is of 
the number of days in the year, 


(d) that proportion of 4% of the lesser of the amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 
the corporation for the year that the number of days in the 
year that are after June, 1990 and before July, 1991 is of 
the number of days in the year, 


(e) that proportion of 5% of the lesser of the amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 
the corporation for the year that the number of days in the 
year that are after June, 1991 is of the number of days in 
the year, and 


(f) where the corporation was a Canadian-controlled pri- 
vate corporation throughout the year, that proportion of 
5% of the lesser of 


(i) the corporation’s Canadian manufacturing and 
processing profits for the year, and 


(ii) the least of the amounts determined under 
paragraphs 125(1)(a) to iM in respect of the corpora- 
tion for the year 


that the number of days in the year that are before July, 
1988 is of the number of days in the year. 


Subsec. 125.1(1) formerly read: 


125.1 (1) Deduction from corporate tax: manufacturing 
and processing profits — There may be deducted from the 
tax otherwise payable under this Part by a corporation for a 
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taxation year an amount equal to the aggregate of 
(a) 7% of the lesser of , 


(i) the amount, if any, by which the corporation’s Ca- 
nadian manufacturing and processing profits for the 
year exceed the least of the amounts determined 
under paragraphs 125(1)(a) to (c) in respect of the 
corporation for the year, and 


(ii) the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(A) [Repealed] 


(B) the least of the amounts determined under 
paragraphs 125(1)(a) to (c)i in respect of the cor- 
poration for the year, 


(C) 2 times. the aggregate of amounts deducted 
under subsection 126(2) from the tax for the year 
otherwise payable under this Part by the corpora- 
tion, and 


(D) the amount, if any, by which the aggregate 
of the corporation’s Canadian investment in- 
come for the year and its foreign investment in- 
come for the year (within the meanings assigned 
by subsection 129(4)) exceeds the amount, if 
any, deducted under paragraph 111(1)(b) from 
the corporation’s income for the year; and 


(b) 5% of the lesser of 


(1) the corporation’s Canadian manufacturing and 
processing profits for the year, and 


(ii) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the corpora- 
tion for the year. 


That portion of para. 125.1(1)(a) preceding subpara. (i) amended to 
substitute “7%” for “9%” and all that portion of subsec. 125.1(1) 
following para. (b) repealed by 1986, c. 55, subsecs. 46(1), (2), ap- 
plicable to taxation years ending after June 1987, except that there 
shall be deducted from the amount otherwise determined under par- 
agraph 125.1(1)(a) in respect of a taxation year of a corporation 
commencing before July 1987 and ending after June 1987 that pro- 
portion of 1% of the lesser of the amounts determined under subpar- 
agraphs 125.1(1)(a)(i) and (ii)'in respect of the corporation for the 
year that 


(a) the number of wabainge in the year that are before July, 1987 
is of 

(b) the number of days in the year. 
That portion of subsec. 125.1(1) following para. (b) formerly read: 


except that in applying this section for a taxation year after 
the 1973 taxation year, the reference in paragraph (a) to “9%” 
shall be, read as a reference to “8%” for the 1974. taxation 
year, “7%” for the 1975 taxation year, and “6%” for the 1976 
and subsequent taxation years. 


Subsec. 46(3) of 1986, c. 55 (as substituted by s. 201), provides as 
follows: 


(3) There shall be added to the amount cihermise determined in 
respect of a corporation for a taxation year under subsection 
125.1(1) that proportion of 1% of the lesser of 


(a) the corporation’s Canadian manufacturing and process- 
ing profits for the year, and 


(b) the least of the amounts determined under paragraphs 
125(1)(a) to (c) of the said Act in respect of the corporation 
for the year 


that the number of days in the year that are after June, 1987 and 
before July, 1988 is of the number of days in the year. 


Subpara. 125:1(1)(a)(i), clause 125.1(1)(a)(ai)(B), subpara. 
125.1(1)(b)(ii) substituted by 1984, c. 45, subsecs. 41(1)-(3), to 
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substitute references to para. 125(1)(c) for (d), applicable to 1985 et 
seq. 

Cl. 125.1(1)(a)(ii)(D) substituted by 1984, c. 1, s. 70, to substitute 
“deducted” for “deductible”, applicable to 1983 et seg. and with re- 
spect to amount deductible under para. 111(1)(b) in TSP OF losses 
determined for 1983 et seq. 


Cl. 125.1(1)(a)(ii)(A) repealed by 1976-77, c. 4, s. 50, applicable to 
1976 et seg. Cl. 125.1(1)(a)(ii)(A) formerly read: 


(A) the aggregate of 


(I) the lesser of the amounts determined under paragraphs 
124(2)(a) and (b) in respect of the corporation for the 
year, and 


(11) the lesser of the amounts determined under 
paragraphs 124(2.1)(d) and (e) in respect of the corpora- 
tion for the year, 


Cl. 125.1(1)(a)(ii)(A) substituted by 1974-75-76, c. 26, s. 82, appli- 
cable to 1974 et seg. Cl. 125.1(1)(a)(ii)(A) formerly read: 


(A) where the year ends after 1976, the lesser of the amounts 
determined under paragraphs 124(2)(a) and (b) in respect of 
the corporation for the year, 


Selected Cases [subsec. 125.1(1)]: Publi-Hebdos Inc. y. Can- 
ada, [1995] 2 C.T.C. 330 (FCTD) (Free newspapers not held for 
sale or lease); Tenneco Canada Inc. v. Canada, [1991] 1 C.T.C. 323 
(FCA) (Taxpayer carrying on servicing business not manufacturing 
or processing goods for sale in Canada); Nowsco Well Service Ltd. 
v. Canada, [1990] 1 C.T.C. 416 (FCA) (Taxpayer in well-servicing 
business allowed to claim manufacturing and processing deduction); 
Dixie X-Ray Associates Ltd. v. The Queen, [1988] 1 C.T.C. 69 
(FCTD) (Manufacturing and processing credit disallowed when 
substance. of business is provision of services); Canadian Marconi 
Co. v. The Queen, [1986] 2 C.T.C. 465 (SCC) (Short-term invest- 
ment earnings are income from active business; “Canadian manu- 
facturing and processing profits” not restricted'to income from man- 
ufacturing or processing); Levi Strauss of Canada Inc. v: The 
Queen, [1982] C.T.C. 65 (FCA) (Manufacturing and processing de- 
duction reduced when services rendered by contractor not consid- 
ered as. taxpayer’s “cost of labour’). 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 125.1(2) repealed by 1988, c. 55, sub- 
sec. 103(2), applicable to 1987 et seg. Subsec. 125.1(2) formerly 
read: 


(2) Determination of percentage referred to in paras. 
(1)(a) and (b) for certain taxation years — Where a corpo- 
ration has a taxation year (in this subsection referred to as the 
“particular taxation year’’), part of which is before and part of 
which is after the commencement of any of the calendar years 
1973, 1974, 1975 and 1976 (in this subsection referred to as 
the “particular calendar year’), the percentage referred to in 
paragraph (1)(a) for the particular taxation year, when the ref- 
erence to that percentage is read as provided in subsection 
(1), is the percentage that is equal to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
portion of the particular taxation year that is in the partic- 
ular calendar year, is of the number of days in the whole 
of the particular taxation year, and 


(b) that proportion of the percentage, if any, so referred 
to for the taxation year immediately preceding the partic- 
ular taxation year that the number of days in that portion 
of the particular taxation year that is in the calendar year 
immediately preceding the particular calendar year, is of 
the number of days in the whole-of the particular taxation 
year, 


and where a corporation has a taxation year part of which is 
before and part of which is after the commencement of 1973, 
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the percentage referred to in paragraph (1)(b) for that taxation 
year is that proportion of that percentage that the number of 
days in that portion of that taxation year that is in 1973 is of 
the number of days in the whole of that taxation year. 


(3) Definitions —In this section, 


“Canadian manufacturing and processing prof- 
its” of a corporation for a taxation year means such 
portion of the total of all amounts each of which is 
the income of the corporation for the year from an 
active business carried on in Canada as is determined 
under rules prescribed for that purpose by regulation 
made on the recommendation of the Minister of Fi- 
nance to be applicable to the manufacturing or 
processing in Canada of goods for sale or lease; and 


Pre-RSC History: The definition “Canadian manufacturing and 
processing profits” was para. 125.1(3)(a). 


Selected Cases [subsec. 125.1(3)“Canadian manufactur- 
_ ing and processing profits’]: Industrial Forestry Service Ltd. 

v. MNR, [1992] 1 C.T.C. 2182 (TCC) (Creation of digital maps and 
aerial triangulation qualified for: manufacturing and processing de- 
duction); Crown Tire Service Ltd. v. The Queen, [1983] C.T,.C. 412 
(FCTD) (Repair contracts where ownership of equipment retained 


by customers do not constitute manufacturing or processing of | 


goods for sale or lease); The Queen v. McGraw-Hill. Ryerson Ltd., 
[1982] C.T.C. 167 (FCA) (Taxpayer retaining control over quality 


of products allowed to claim manufacturing and processing deduc- | 


tion); Canadian Clyde Tube Forgings Ltd. v. The Queen, [1982] 
C.T.C. 21 (FCA) (Amount paid to contractor for service not nor- 
mally rendered by taxpayer’s employees not included in “cost of 
labour”); Canadian Wirevision Ltd. v. The Queen, [1979] C.T.C. 
122 (FCA) (Taxpayer not entitled to deduction since television and 
radio signals not “goods”); St. Catharines Standard Ltd. v. The 
Queen, [1978] C.T.C. 258 (FCTD) (Salaries to employees of news- 
paper publisher included in calculation of manufacturing and 
processing credit). 


Regulations: 5200-5204 (Canadian manufacturing and processing 
profits). | 
“manufacturing or processing” does not include 

(a) farming or fishing, 

(b) logging, 

(c) construction, 


(d) operating an oil or gas well or extracting pe- 
troleum or natural gas from a natural accumula- 
tion of petroleum or natural gas, 


(e) extracting minerals from a mineral resource, 


(f) processing 
(i) ore (other than iron ore’or tar sands ore) 
from a mineral resource located in Canada to 
any stage that is not beyond the prime metal 
stage or its equivalent, 


(ii) iron ore from a mineral resource poceinsed 4 in 
Canada to any stage that is not beyond the 
pellet stage or its equivalent, or 


(iii) tar sands ore from a mineral resource lo- 
cated in Canada to any stage that is not be- 
yond the crude oil stage or its equivalent, 


(g) producing industrial minerals, 
(h) producing or processing electrical energy or 
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steam, for sale, 

(i)' processing natural gas as part of the business 

of selling or distributing gas in the course of op- 
“erating a public utility, 

(j) processing heavy crude oil recovered from a 

natural reservoir in Canada to a stage that is not 

beyond the crude oil stage or its equivalent, 


(k) Canadian field processing, or 


(1) any manufacturing or processing of goods for 
sale or lease, if, for any taxation year of a corpo- 
ration in respect of which the expression is being 
applied, less than 10% of its gross revenue from 
all active businesses carried on in Canada was 
from 


(i) the selling or leasing of goods manufac- 
tured or processed in Canada by it, and 


(ii) the manufacturing or processing in Canada 
of goods for sale or lease, other than goods for 
sale or lease by it. 


Related Provisions: 127(11)(a) — Meaning of “‘manufacturing 
or processing” for investment tax credit purposes; Reg. 1104(9) — 
Definition of manufacturing or processing for Class 29 purposes. 


History: Paras. (d) to (k) of the definition “manufacturing or 
processing” in subsec. 125. 1(3) amended by 1997, c. 25, s. 33, ap- 
plicable to taxation years that begin after 1996. Paras. (d) to (k) for- 
merly read: , 


(d) operating an oil or gas well, extracting petroleum or natu- 
ral gas from a natural accumulation thereof or processing 
heavy crude oil recovered froma natural reservoir in Canada 
to a stage that is not beyond the crude oil stage or its 
equivalent, 


(e) extracting ‘minerals ad a mineral resource, 


(f) processing ore (other than iron ore or tar sands) from a 
mineral resource located in Canada to any stage that is not 
beyond the prime metal stage or its equivalent, 


(g) processing iron ore from a mineral resource located in 
Canada to any stage that is not beyond the pellet.stage or its 
‘equivalent, 


(h) processing tar sands from a mineral resource located in 
Canada to‘any stage that is not yond the crude oil stage or 
its equivalent, 


(i) producing industrial minerals other than sulphur produced 
by processing natural gas, 


(j) producing’ or processing electrical energy or steam, for 
sale, 


(k) processing gas, if such gas is processed as part of the busi- 
ness of selling or distributing gas in the course of operating a 
public utility, or 
Paras. (f) to (h) of “manufacturing or processing” in subsec. 
125.1(3) amended by 1994, c. 7, Sch. II (1991, c. 49), s. 101, to add 
“Jocated in Canada” in (f) and (g) and*“from a mineral resource lo- 
cated in Canada” in (h), applicable to 1990 et seq. 
Pre-RSC History: The definition “manufacturing or processing” 
was para. 125.1(3)(b). See Table of Concordance. 
Subpara. 125.1(3)(b)(iv) amended by 1986, c. 6, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985, to add “ex 
tracting petroleum or natural gas from a natural accumulation 
thereof’. 


Subparas: 125.1(3)(b)(vi) and (vi.1) substituted and (vi.2) added by 
1985, c..45, s. 70, applicable to 1985 er seg. Subparas. (b)(vi) and 
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(vi.1) formerly read: 


(vi) processing, to the prime metal stage or its equivalent, ore 
(other than iron ore) from a mineral resource, 
(vi.1) processing, to the pellet stage or its equivalent, iron-ore 
from a mineral resource, 
Subpara. 125.1(3)(b)(vi) substituted and subpara. 125.1(3)(b)(vi.1) 
added by 1980-81-82-83, c. 140, s. 87, applicable to taxation years 
commencing after November 12, 1981. Subpara. (b)(vi) formerly 
read: 


(vi) processing, to the prime metal stage or its equivalent, ore 
from a mineral resource, 
Subpara. 125.1(3)(b)(iv) substituted by 1980-81-82-83, c. 48, s. 71, 
applicable to 1981 et seg. Subpara. (b)(ivy) formerly read: 
(iv) operating an oil or gas well, 
Subpara. 125.1(3)(b)(vii) substituted by 1977-78, c. 1, s. 60, appli- 
cable to 1977 et seg. Subpara. (b)(vii) formerly, read: 
(vii) producing industrial minerals, 


Selected Cases [subsec. 125.1(3)“manufacturing or 
processing”): Qit-Fer et Titane Inc. v. Canada, [1996] 2 C.T.C. 
30 (FCA) (Gerund and infinitive forms of verbs have same mean- 
ing); The Queen v. Nova Construction Co. Ltd., [1986] 1 C.T.C. 68 
(FCA) (Credit refused where profits from product not derived from 
manufacturing or processing); Halliburton Services Ltd..v. The 
Queen, [1985] 2 C.T.C. 52 (FCTD) (Profit on processing of product 
considered manufacturing or processing profit); Nova Scotia Sand 
and Gravel Ltd. v. The Queen, [1980] C.T.C. 378 (FCA) (Taxpayer 
excavating sand and gravel allowed manufacturing and processing 
credit). 


Interpretation Bulletins: IT-411R: Meaning of Son nicHon”” 
See also list at end of s. 125.1. 


1.T. Technical News: No. 8: (pres delivery, service of new 
vehicles). 


(4) Determination of gross revenue — For the 
purposes of paragraph (1) of the definition “manufac- 
turing or processing” in subsection (3), where a cor- 
poration was a member of a partnership at any ‘time 
in a taxation year, 


(a) there shall be included in the gross revenue of 
the corporation for the year from all active busi- 
nesses carried..on in Canada, that proportion of 
the gross revenue from each such business car- 
ried on in Canada by means of the partnership, 
for the fiscal period of the partnership coinciding 
with or ending in that year, that the corporation’s 
share of the income of the partnership from that 
business for that fiscal period is of the income of 
the partnership from that business for that fiscal 
period; and » 


(b) there shall be included in the gross revenue of 
the corporation for the year from all activities de- 
scribed in subparagraphs (1)(i) and (ii) of the defi- 
nition “manufacturing or processing” in subsec- 
tion (3), that proportion of the gross revenue from 
each such activity engaged in in the course of a 
business carried on by means of the partnership, 
for the fiscal period of the partnership coinciding 
with or ending in that year, that the corporation’s 
share of the income of the partnership from that 
business for that fiscal period is of the income of 
the partnership from that business for that fiscal 


\ field processing” — 248(1); 
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period. 


Pre-RSC History [s. 125.1]: S. 125.1 added by 1973-74, c. 29, 
subsec. 1(1), applicable (by subsec. 1(2)) to 1973 et seq. 


1973-74, c. 29, subsecs. 1(3), 


(3) Procedure where motion filed with speaker — Where, 
at any time after March 31, 1974, a motion for the considera- 
tion of the House of Commons, signed by not less than sixty 
members of the House, is filed with the Speaker to the effect 
that section 125.1 of the Income Tax Act, as enacted by sub- 
section (1), be amended, or to the — that subsection (2) be 
amended, so as to 


(4) provide as follows: 


(a) discontinue the deduction that would otherwise be 
permitted by the said section 12571, 


(b) reduce the amount of the deduction that would other- 
wise be permitted by that section, or 


(c) in any other manner, restrict the application of the 
provisions of that section, 


for any period commencing after the motion is filed, the 
House of Commons shall, within the first fifteen days next 
after the motion is filed that the House is sitting, in accor- 
dance with the Rules of the House, take up and consider the 
motion, and if the motion, with or without amendments, is 
approved by the House, the Minister of Finance shall forth- 
with take such steps as are necessary in order that a measure 
in his name giving effect to the motion may be placed before 
the House without delay. 


(4) Time for deciding questions — All questions in connec- 
tion with any motion taken up and considered by the House 
of Commons pursuant to subsection (3) shall be debated with- 
out interruption and decided not later than the end of the third 
sitting day next after the day the motion is first so taken up 
and considered, and any measure required to be placed before 
the House pursuant to that subsection giving effect to any 
such motion shall be placed before the House not later than 
the end of the fifteenth sitting day next after the day the mo- 
tion, with or without amendments, is approved by the House, 
and all questions in connection with any such measure shall 
be debated without interruption and decided not later than the 
end of the seventh sitting day next after the day the measure 
is first so placed before the House. 


Selected Cases [s. 125.1]: Allarcom Pay Television Ltd. v. Can- 
ada, [1996] 3 C.T.C. 2608 (TCC) (Television signals are not 
“goods”); NRB Inc. v. Canada, [1993] 1 C.T.C. 2435 (TCC) 
(Amounts paid to subcontractors included in computing cost of 
manufacturing and processing labour); International Petrodata Inc 
v. Canada, [1993] 1 C.T.C. 2189. (TCC) (Compilation of technical 
data recorded on computer tapes and microfiches was manufactur- 
ing or processing); Rolls Royce (Canada) Ltd. v. Canada, [1993] 1 
C.T.C. 272 (FCA), leave to appeal to SCC refused (1993), 158 NR 
400 (note) (Rebuilding motors not manufacturing or processing); 
Lomex Inc. v. MNR, [1992] 2 C.T.C. 2678 (TCC) (Picking up and 
transporting raw materials to plant was “‘receiving” raw materials 
for manufacturing and processing under paragraph 5202(a)(ii) of 
Regulations); Nettoyeurs Shefford Inc. v.. MNR, DEEPA lpn oes oO 
2353 (TCC) (Laundry businéss not manufacturing or processing); 
Tuyauteries Saglac Inc. v. MNR, [1992] 2 C.T.C. 2307 (TCC) (Cus- 
tomizing and installing piping was manufacturing and processing); 
Hawboldt Hydraulics (Canada) Inc.. Estate (Trustee of) v. Canada, 
[1992] 2 C.T.C. 363 (FCTD) (Equipment used to manufacture re- 
placement parts was used in manufacturing or processing goods for 
sale); Tenneco Canada Inc. v. Canada, [1991] 1 C.T.C: 323 (FCA) 
(Assembling parts produced elsewhere not manufacturing despite 
adjustments made to parts). 


Definitions [s. 125.1]: “amount”, “business” — 248(1); “Cana- 
dian-controlled private corporation” — 125(7), 248(1); “Canadian 
“Canadian manufacturing and process- 
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ing profits” — 125.1(3); “corporation” — 248(1), Interpretation Act 
35(1); “gross revenue” —-125.1(4), 248(1); “manufacturing or 
processing” — 125. 1(3); “mineral resource’, “oil or: gas wells far 
sands” — 248(1);.“taxable income” — 2(2), 248(1);, “taxation 
year — 249. 

Interpretation Bulletins [s. 125.1]: IT-92R2: Income of con- 
tractors; IT-145R: Canadian manufacturing and processing .prof- 
its — reduced rate of corporate tax. 


Forms [s. 125.1]: T2S(27): Calculation of Canadian manufactur- 
ing and processing profits; T86: Manitoba manufacturing invest- 
ment tax credit; T572: Yukon manufacturing and processing profits 
tax credit; T1089: Manitoba manufacturing and processing tax 
credit; T1091: PEI manufacturing and processing profits tax credit; 
T1092: PEI corporate investment tax credit; T1100: Newfoundland 
manufacturing and processing profits tax credit; T1101: Saskatche- 
wan manufacturing and processing profits tax credit. 


125.2 (1) Deduction of Part VI tax — There may 
be deducted in computing the tax payable under this 
Part for a taxation year by a corporation that was 
throughout the year a financial institution (within the 
meaning assigned by section 190) an amount equal 
to such part as the corporation claims of its unused 
Part VI tax credits for’any of its 7 immediately: pre- 
ceding taxation years ending before 1992, to the ex- 
tent that that amount does not exceed the amount; if 
any, by which 
(a) its tax payable under this Part (determined 
without reference to this section) for the year 


exceeds the total of 


(b) the amount that would, but for subsection 
190.1(3), be its tax Pavavc, under Part VI for the 
year, and 


(c) the. lesser. of its raven ise gurtax payable 
(within ‘the meaning assigned by .subsection 
125.3(4)) for the year and the amount that would, 
but. for subsection 181.1(4), be its tax» payable 
under Part I.3 for the year. 


Related Provisions: 123.2(a) — Corporate surtax applies to total 
tax before claiming. this credit; 181.1(4)-(7) — Credit of surtax 
against Part VI tax after 1991. See also Related provisions and Defi- 
nitions at end of 125.2. 


_ History: Subsec. 125.2(1) Meat by 1994, C: 7, Sch. VIII (1993, 
c. 24), subsec. 65(1), applicable to 1992 et seg. and, where a corpo- 
ration elected under subsection 111(2) (of the amending legisla- 
tion — see under subsec. 190.1(2)) to have subsection 111(1) (of 
the amending legislation) apply to its taxation years ending in 1991, 
to all such years except that in its application to such years, subsec. 
125.2(1) shall be read without reference to: 


(a) the expression “the total of”, 
(b) the word “and” at the end of para. 125.2(1)(b), and ; 
(c) para. 125.2(1)(c), 


and the reference therein to “1992” shall be read as “1991”, Subsec. 
125:2(1) formerly read: 


(1) Deduction of Part VI tax——There may be deducted 
from the tax otherwise payable under this Part for a taxation 
year by a corporation that was throughout the year a financial 
institution (within the meaning assigned by section 190) an 
amount equal to the total of 


(a) its, tax payable under Part VI for the year, and 
(b) such part of its unused Part VI tax credits for the 


S. 125.2(3)(b) 


seven taxation years immediately preceding and the ‘three 
taxation years immediately following the year as the cor- 
poration may claim. 


Special Application: 1994, c. 7, Sch. II (1991, :c: 49), s. 102 
provides that in its application to corporations described in para. (d) 


| or (e) of the definition “financial institution” in subsec. b90(1), 


(a) for taxation.years beginning before February,21, 1990, sub- 
sec. 125.2(1) shall be read as follows: 


“125.2(1) There may be deducted from the tax otherwise 
payable under this Part for a taxation year by a corpora- 
tion that was throughout the year a financial institution 
(within the meaning assigned by section 190) .an amount 
equal to the lesser of 


(a) the total of 
(i) its tax payable under Part VI for the year, and 


(i1) such part of its unused Part VI tax credits for 
the 3 taxation years.immediately following the: 
year as. the corporation claims; and. 


(b) that proportion of its tax otherwise payable under 
this Part for the year that the number of, days in the 
year that are after February 20, 1990 is of the number 
of days in the year.”; and 


(b) subsec.;.125.2(3) shall, be read. as follows: 


(3) For the purposes of this section, “unused Part VI tax 
credit” of a corporation for a taxation year commencing 
before February 21, 1990 means the amount, if any, by 
which the corporation’s tax payable under Part VI for the 
year exceeds the amount deductible under subsection (1) 
in computing its tax payable under this Part for the year.” 


Forms: T921: Calculation of unused Part VI tax credit and unused 
Part‘I tax credit. 


(2) idem — For the purposes of this section, 


(a) an amount may not be claimed under subsec- 
tion (1) in computing a corporation’s tax payable 
under this Part for a particular taxation year in re- 

_ spect of its unused Part VI tax credit for another 

. taxation year until its unused Part VI tax credits 
for taxation years preceding the other year that 
may be claimed for the particular year have been 
claimed; and 


(b) an amount in respect of a corporation’s un- 
used Part VI tax credit for a taxation year may be 
claimed under subsection (1) in computing its tax 
payable under this Part for another taxation year 
only to the extent that it exceeds the total of all 
amounts each of which is the amount’ claimed in 
respect of that unused’ Part VI tax credit in com- 
puting its tax payable under this Part’ for a taxa- 
tion year preceding that other year. 


(3) Definition of “unused Part VI tax credit” — 
For the purposes of this section, “unused. Part VI tax 
credit” of a corporation for a taxation year is the 
lesser of 


(a) its tax payable under Part VI (determined 
without reference to subsections 190.1(1.1) and 
(3)) for the year, and 


(b) the amount determined by the formula 
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where - 


A is its tax payable under Part VI for the year 
(determined without reference to subsection 
190. 1(3)), and 


Bis the amount, if any, by which: 


(1) the amount that would, but for this sec- 
tion, be its tax payable under this Part for 
the year 


exceeds 


(it) the lesser of its Canadian surtax paya- 
ble (within the meaning assigned by sub- 
section 125.3(4)) and the amount that 
would, but for subsection 181.1(4), be its 
tax payable under Part I.3 for the year. 


History: Subsec. 125.2(3) substituted by 1994, c. 21, s. 58, applica- 
ble for the purpose of computing the amount that may be deducted 
by a corporation under subsec. 125.2(1), 


(a) subject to paragraphs (b) and (c), for taxation years that end 
before 1992 in respect of unused Part VI tax credits for taxation 
years that end after 1991; 


(b) where the corporation has elected under subsec. '111(2) of 
1993, c..24.[see under subsec. 190.1(2)], for its taxation years 
that end before 1991 in respect of unused Part VI tax. credits for 
taxation years that end after 1990, except that for the purpose of 
computing its, unused Part VI tax credits under subsec. 125.2(3) 
for taxation years that end in 1991, the amount determined 
under subpara. (ii) of the description of B in, subsec. 125.2(3) 
shall be deemed to be nil; and 


(c) where paragraph (b) does not apply and the corporation 
elected under paragraph 88(2)(b) of 1994, c. 21, [see under sub- 
para. 190.11(b)(i)], for its taxation years that end before 1992 in 
respect of unused Part VI tax credits for taxation years that end 
after 1990, except that 


(i) for the purpose of computing its unused Part VI tax 

credits under subsec. 125.2(3) for its taxation years that end 

in 1991, the amount determined under subpara. (ii) of the 

description of B in subsec. 125.2(3) shall be deemed to be 
~ mil, and 


(ii) for the purpose of computing ‘the amount that it may 
deduct under subsec. 125.2(1) for its taxation years that end 
in 1991, para. 125.2(3)(a) shall be read as follows: 


(a) its tax-payable under Part VI (determined without 
reference to subsection 190. 1(3)) for the year, and 


Subsec: 125. 2(3) formerly read: 


(3) Definition of “unused Part VI tax credit” — For the pur- 
poses of this section, “unused Part VI tax. credit” of a corpo- 
ration for a taxation year ending after 1991 means the amount 
determined. bythe: formula 

A-B 
where: 


A is the corporation’s tax payable under Part VI for the year 
(determimed without reference to subsection 190.1(3)), 
and 


B is the amount, if any, by which 


(a) the amount that would, but for this section, be its 
tax payable under this Part for the year 


exceeds 


(b) the lesser of its Canadian surtax payable (within 
the meaning assigned by subsection 125.3(4)) and 
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the amount that would, but for subsection 181.1(4), 
be its tax payable under Part I.3 for the year. 


Subsec. 125.2(3) amended by 1994) c. 7, Sch. VHI (1993, c. 24), 
subsec. 65(2), applicable for the purpose of computing the amount 
that may be deducted by a corporation under subsec. 125.2(1) 


(a) subject to paragraph (b), for taxation years ending before 
1992 in respect of unused Part VI tax credits for taxation years 
ending after 1991; or 


(b) where the corporation elected under subsection 111(2) (of 
the amending legislation — see under subsec. 190.1(2)) to have 
subsection 111(1) (of the amending legislation) apply to its tax- 
ation years ending in 1991, for its taxation years ending before 

__ 1991 in respect of unused Part VI tax credits for taxation years 
ending after 1990, except that, for the purpose of computing its 
unused Part VI tax credits under subsec. 125.2(3), as amended, 
for taxation years ending in 1991, the amount determined under 
paragraph (b) in the description of B in the said subsection 
125.2(3) shall bé:deemed tobe nil. 


Subsec. 125.2(3) formerly read: 


_ (3) Definition of “unused Part VI tax credit” — In this sec- 
tion, “unused Part VI tax credit” of a corporation for a taxa- 
tion year means the amount, if any; by which the corpora- 
tion’s tax payable under Part VI for the year exceeds the 
amount that: would, but for this: section; be its tax payable 
under this Part for the year. 


Related Provisions [s. 125.2]: 87(2)G.9)— Amalgamation; 
88(1)(e.2) — Windings-up; 152(6) — Reassessment; 
161(7)(a)(vi) — Interest — Effect of carryback of loss, etc.; 
164(5.1)(g) — Refund of taxes — Interest payable in respect of re- 
payment of amount in controversy; 257 — Formula cannot calculate 
to less than zero. 


Pre-RSC History [s. 125.2]: S. 125.2 added by 1988, c..55, s. 
104, applicable to. 1988 et seq., except that for the purposes of s. 
125.2 the unused Part VI tax credit of the corporation for each taxa- 
tion year ending before 1988 shall be deemed to be nil. é 


Definitions [s. 125.2]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “tax payable” —+248(2); “taxation 
year” — 249; “unused Part VI tax credit” — 125.2(3). 


Forms: T921: Calculation of unused Part VI tax credit and unused 
Part I tax credit. 


125.3 (1) Deduction of Part 1.3 tax — There may 
be deducted in computing the tax payable under this 
Part for a taxation year by a corporation (other than a 
corporation that was throughout the year a financial 
institution, within the meaning assigned by section 
190) an amount equal to such part as the corporation 
claims of its unused Part I.3 tax credits for any of its 
7 immediately preceding taxation years ending 
before 1992, to the extent that that amount does not 
exceed the amount, if any, by which 


(a) its Canadian surtax payable for the year 
exceeds 


(b) the amount that would, but for subsection 
181.1(4), be its tax payable under Part I.3 for the 
year. a 
Related Provisions: 87(2)(j.9) — Amalgamations —continuing 
corporation; '88(1)(e.2) — Winding-up; 123.2(a)-+ Corporate sur- 
tax applies to total tax before claiming this credit: 


History: Subsec. 125.3(1) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 66(1), applicable to 1992 et seq. Subsec. (1) formerly 
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read: 


» (1) Deduction re Part |.3 tax There may be. dedobtbd 
from the tax otherwise payable under this Part-for a taxation 
jeer by a corporation an amount equal to the lesser of 


(a) the total of 
(i). its tax payable steoph Part 1.3: for the. year, and. 


_ (ii) such part of its unused Part 1.3 tax credits: for-the 

_ 7 taxation. years. immediately preceding and the 3 
taxation years immediately following the year as the 
corporation may claim; and , 


(b) its Canadian surtax payable for the year. 


Forms: 1962: Calculation of unused Part 1.3 tax credit and unused 
surtax credit. 


(1.1) Idem — nw Pete” may be’deducted in computing 
the tax payable under this Part for a taxation year by 
a corporation that was a financial institution (within 
the meaning assigned by section 190) throughout the 
year an amount equal to such, part as the corporation 
claims of its unused Part I.3 tax credits for any of its 
7. immediately preceding taxation years. ending 
before 1992, to the extent that that amount does not 
exceed the. lesser of, 


(a) the amount, if any, by nH its @untiiin sur- 
tax payable for the year exceeds the amount that 
would, but for subsection 181.1(4), be its tax pay- 
able under Part I.3 for the year, and 


_(b) the amount,.if any, by which its tax. ete 
under this Part (determined. without reference to 
this section. and section .125.2) for.the year ex- 
ceeds the amount, that would, but for subsections 
~181:1(4) and 190.1(3), be: the ‘total of :its taxes 
payable. under Parts I.3 and VI for the year. 

Related Provisions: 152(6)(f) — Assessments; 161(7)(a)(vii) — 
Interest — effect of carryback of loss, etc.; 164(5.1)(h) — Refund 


of taxes — effect of carryback.of loss, etc; 181.1(4)-(7)— Credit 
of surtax against Part 1.3 tax after 1991.. ,.), 


History: Subsec., 125.3(1:1) added by 1994, c.7, Sch. VIIE-(1993; 
c. 24), subsec. 66(1), applicable to. 1992 et seq:: 


(2) Special rules — For the PHEROSES, of this 
section, 


(a) no amount may be dintinad idee subsection 

(1) in computing a corporation’s tax payable 
under this Part for a particular taxation year in re- 
spect of its unused Part I.3 tax credit for another 
taxation year until its unused Part I.3 tax credits 
for taxation years preceding the other year that 
may be claimed for the particular year have been 
claimed; and 


(b) an amount in respect of a corporation’s. un- 
used Part I.3 tax credit for a taxation year may be 
claimed under subsection (1) in computing its tax 
payable under this Part for another taxation year 
only to the extent that it exceeds the total of all 
amounts each of which is the amount claimed in 
respect of that unused Part 1.3 tax credit in com- 
puting its tax payable under this Part for a taxa- 
tion year preceding that other year. 


(3) Acquisition of control — Where, at any time, 


S. 125.3(3)(b)@(A) 


contro] of a corporation has been acquired by a per- 
son or group of persons, no amount in respect of its 
unused Part I.3 tax credit for a taxation year ending 
before. that;time is deductible by the corporation for 
a taxation year)ending'after that time and no amount 
in respect of its unused Part I.3 tax credit for a taxa- 


| tion year-ending after, that time is deductible by the 


corporation: for a taxation year ending before that 
time, except that 


(a) where a business was carried on by the.corpo- 
tation in a taxation year ending before, that time, 
its, unused Part I.3 tax credit for that year is de- 
ductible by the corporation for_a particular taxa- 
tion year.ending after that time only if that busi- 
ness._was carried on by the corporation for profit 
or. with, a reasonable expectation of profit 
throughout the particular year and only to the ex- 
tent of that proportion of the corporation’s Cana- 

dian surtax payable for the particular year that 

(i) the amount, if any, by which 
(A) the total of its income for the particular 
* year from that business and, where proper- 
ties were sold, leased, rented or developed 
or services rendered in the course of carry- 
ing on that business before that time, its in- 
come for the particular year from any other 
business substantially all the income of 
which was derived from the sale, leasing, 
» rental.or development, as the case may. be, 
of similar properties or the rendering of 
. similar services 


exceeds 


(B) the total of all amounts each of wel 

» Is an amount deducted under paragraph 
111(1)(a), or (d) for the. particular, year by 
the corporation in respect of a non-capital 
loss or a farm loss, as the case may be, for 
a taxation year in respect of that business 
or the other business; 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 


(iii) the corporation’s taxable income for the 
particular year; and 


(b) where a business was carried on by the corpo- 
ration throughout a taxation year ending after that 
time, its unused Part 1.3 tax credit for that year is 
deductible by the corporation for a particular tax- 
“ation year ending before that time only if that 
business: was carried on by the corporation for 
profit or with a reasonable expectation of profit in 
the particular year and only to the extent of that 
proportion of the corporation’s Canadian surtax 
_ payable for the particular year that 


(i) the amount, if any, by which 


(A) the total of its income for the particular 
year from that business and, where proper- 
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ties were sold, leased, rented or developed 
or services rendered in the course of carry- 
ing on that business before that time, its in- 
come for the particular year from any other 
business substantially all the income of 
which was derived from the sale, leasing, 
rental or development, as the case may be, 
of similar properties or the rendering of 
similar services 
exceeds 

(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) for the particular year by 
the corporation in respect of a non-capital 
loss or a farm loss, as the case may be, for 

_a taxation year in respect of that business 
or the other business, 

is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 
(iii) the corporation’s taxable income for the 
particular year. 

Related Provisions: 256(9) — Date of acquisition of control. 


.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(4) Definitions — For the purposes of this section, 


“Canadian surtax payable” of a corporation for a 
taxation year means 


(a) in the case of a corporation that is non-resi- 
dent throughout the year, the lesser of 
(i) the amount determined under section 123.2 
in respect of the corporation for the year, and 


(i1) its tax payable under this Part for the year, 
and 


(b) in any other case, the lesser of 
(i) the prescribed proportion of the amount de- 
termined under section 123.2 in respect of the 
corporation for the year, and 
(ii) its tax payable under this Part for the year; 


History: The definition “Canadian surtax payable” in subsec. 
125.3(4) substituted by 1994, c. 21, s. 59, applicable to 1994 et seq. 
That definition formerly read: 


“Canadian surtax payable” of a corporation for a taxation 
year means 


(a) in the case of a corporation that is throughout the year 
not resident in Canada, the amount determined under sec- 
tion 123.2 in respect of the corporation for the year, and 


(b) in any other case, the prescribed proportion of the 
amount determined under section 123.2 in respect of the 
corporation for the year; 


Regulations: 8602 (prescribed proportion). 
“unused Part I.3 tax credit” of a corporation for a 
taxation year means 


(a) where the year ended before 1992, the 
amount, if any, by which its tax payable under 
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Part I.3 for the year exceeds the amount deducti- 
ble under subsection (1) in computing its tax pay- 
able under this Part for the year, and 


(b) where the year ends after 1991, the amount, if 
any, by which the corporation’s tax payable 
under Part I.3 for the year (determined without 
reference to subsection 181.1(4)) exceeds its Ca- 
nadian surtax payable under this Part for the year. 


Related Provisions: 87(2)(j.9) — Amalgamations; 88(1)(e.2) — 
Winding-up. 

History: “Unused Part I.3 tax credit” in subsec. 125.3(4) amended 
by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 66(2), applicable for 
the purpose of computing the amount that may be deducted under 
subsec. 125.3(1) for taxation years ending after June 1989. The defi- 
nition formerly read: 


“unused Part I.3 tax credit” of a corporation for a taxation 
year means the amount, if any, by which the corporation’s tax 
payable under Part I.3 for the year exceeds the amount de- 
ductible under subsection (1) in computing its tax Wii ha 
under this Part for the year. 


Forms: T962: Calculation of unused Part I.3 tax credit and unused 
surtax credit. 


Pre-RSC History [s. 125.3]: S. 125.3 added by 1990, c. 39, s. 29, 
applicable (by subsec. 29(2), as amended by 1991, c. 49, s. 254) to 
taxation years ending after June 1989 except that, in its application 
to a taxation year of a corporation commencing before July 1989, 
the definition “Canadian surtax payable” in subsec. 125. 3(4) shall 
be read as follows: 


“Canadian surtax payable” of a corporation for a‘ taxation 
year means that proportion of 


(a) in the case of a corporation that is throughout the year 
not resident in Canada, the amount determined under sec- 
tion 123.2 in respect of the corporation for the year, and 


(b) in any other case, the prescribed proportion of the 
amount determined under section 123.2 in respect of the 
corporation for the year 


that the number of days in the year that are after June 1989 is 
of the number of days in the year; 


The amendment ensures that the definition applies without refer- 
ence to the new surtax credit provided under Part I.3 (see subsec. 
181.1(4)). In other words, Part I.3 liability, for purposes of calculat- 
ing the amount of any excess of that liability over Canadian surtax 
payable, is determined before accounting for the reduction of Part 
I.3 tax by the new surtax credit. 


Definitions [s. 125.3]: “amount”, 
ada” — 255; “Canadian surtax payable” 
tion” — 248(1), Interpretation Act 35(1); “farm loss” — 111(8), 
248(1); “financial institution” — 190(1); “non-capital loss” — 
111(8), 248(1); “prescribed” — 248(1); “resident” — 250; “taxable 
income” — 2(2), 248(1); “taxation year” — 249; “unused Part I.3 
tax credit” — 125.3(4). 


“business” — 248(1); “Can- 
— 125.3(4); “corpora- 


Canadian Film or Video Production Tax 
Credit 


125.4 (1) Definitions — The definitions in this 
subsection apply in this section. 


“assistance” means an amount, other than an 
amount deemed under subsection (3) to have been 
paid, that would be included under paragraph 
12(1)(x) in computing the income of a taxpayer for 
any taxation year if that paragraph were read without 
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reference to subparagraphs (v) to (vii). 


Related Provisions: 87(2)(j.94) — Amalgamations — continu- 
ing corporation; 125.4(5)— Credit is deemed to be assistance for 
all purposes, under the Act. 


“Canadian film or video production” has the 


meaning assigned by regulation. 


Regulations: 1101(5k.1) (separate class for Canadian film or 
video production); 1106(3) (definition of “Canadian film or video 
production”); Sch. II:Cl. 10(x) (CCA class for Canadian film or 
video production). 


“Canadian film or video production certificate” 
means a certificate issued in respect of a production 
by the Minister of Canadian Heritage 


_ (a) certifying that the production is a Canadian 
film or video production, and 


(b) estimating amounts relevant for the purpose 


of determining the amount deemed under subsec- | 


tion (3) to have been paid in respect of the 
production. 


Related Provisions: 125.4(3)— Tax credit where certificate is- 
sued; 125.4(6) — Revocation of certificate. 


‘4nvestor’’? means a person, other than a prescribed 
person, who is not actively engaged on a regular, 
continuous and substantial basis in a business carried 
on through a permanent establishment (as defined by 
regulation) in Canada that.is a Canadian. film or 
video production business. 

Regulations: 1106(7) (prescribed person); 8201 (permanent estab- 
lishment). The Department of Finance Technical Notes indicate that 
a “prescribed person” for this definition “would generally include, 
for example, a broadcaster’. 


“labour expenditure” of a corporation for a taxa- 
tion year in respect of a property of the corporation 
that is a Canadian film or video production means, in 
the case of a corporation that’ is not a qualified cor- 
poration for the year, nil, and in the case of a corpo- 
ration that is a qualified corporation for the year, 
subject to subsection (2), the total of the following 
amounts to the extent that they are reasonable in the 
circumstances and included in the cost or, in the case 
of depreciable property, the capital cost to the corpo- 
ration of the property: 


(a) the salary or wages directly attributable to the 
production that are incurred after 1994 and in the 
year, or the preceding taxation year, by the corpo- 
ration for the stages of production of the prop- 
erty, from the final script stage to the end of the 
post-production stage, and paid by it in the year 
or within 60 days after the end of the year (other 
than amounts incurred in that preceding year that 
were paid within 60 days after the end of that pre- 
ceding year), 


(b) that portion of the remuneration (other than 
salary or wages and other than remuneration that 
relates to services rendered in the preceding taxa- 
tion year and that was paid within 60 days after 
the end of that preceding year) that is directly at- 
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tributable to the production of property, that re- 
lates to services rendered after 1994 and in the 
year, or that preceding year, tothe corporation for 
the stages of production, from the final script 
stage to the end of the post; production stage, and 
that is paid by it in the year or within 60 days 


~ after the end of the year to 


(i) an individual who is not an employee of 
the corporation, to the extent that the, amount 
paid 

(A) is attributable to services »personally 
rendered by the individual for the produc- 
tion of the property, or 


-(B). is attributable to and does not exceed 
the salary or wages of the individual’s em- 
ployees for personally. rendering services 
for the production of the property, 


- (ii) another taxable Canadian corporation, to 
the extent that the amount paid is. attributable 
to and does. not exceed the salary or. wages. of 
the other corporation’ s employees for person- 
ally rendering services for the production: of 
the property, : 

(111) another taxable Canadian corporation all 
the issued and outstanding shares of the capi- 
tal stock of which (except directors’ qualify- 
ing shares) belong to an individual and the ac- 
tivities of which consist principally of the 
provision of the individual’s services, to the 
extent that the amount paid is attributable to 
services rendered personally by the individual 
for the production of the property, or 
(iv) a partnership that is carrying on business 
in Canada, to the extent that the amount paid 
(A) is attributable to services. personally 
rendered by an individual who is a mem- 
ber of the partnership for the production of 
the property, or 
-(B) is attributable to and does not exceed 
the salary or wages of the partnership’s 
employees for personally rendering ser- 
vices for the production of the property, 
and 


(c) where 


(i) the corporation is a . subsidiary wholly- 
owned corporation of another taxable Cana- 
dian corporation (in this section referred to as 
the “‘parent’’), and 


(ii) the corporation and the parent. have agreed 
that this paragraph apply in respect of the 
production, 


the reimbursement made by the corporation in the 
year, or within 60 days after the end of the year, 
of an expenditure that was incurred by the parent 
in a particular taxation year of the parent in re- 


spect of ‘that production and that would be in- 


cluded in the labour expenditure of the corpora- 
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tion in respect of the property fon the particular 
taxation year because of paragraph (a) or (b) if 


(iii) the corporation had had such a | particular | 


taxation year, and 


(iv) the expenditure were incurred by the cor- 
poration for the same purpose as it was by the 
parent and were paid at the same time and to 
the same person or partnership as’ it was by 
the parent. 

Related Provisions: 13(7)-(7.4) — Capital cost of depreciable 


property; 125.4(1), 248(1) — Extended meaning of salary or wages; 
125.4(2) — Rules governing labour expenditure. 


‘qualified corporation” for a taxation year means a 
corporation that is throughout the year a prescribed 
taxable Canadian corporation the activities of which 
in the year are primarily the carrying on through a 
permanent establishment (as defined by regulation) 
in Canada of a business that is a Canadian film or 
video production business. 


Regulations: 8201 (permanent establishment). 


‘qualified labour expenditure” of a corporation for 
a taxation year in respect of a property.of the corpo- 
ration that is a Canadian film or video production 
means the lesser of x 


(a) the amount, if any, by which 
(i) the total of 


(A) the labour expenditure of the. corpora- 
tion for the year in respect of the produc- 
tion, and 


(B) the amount by which the total of all 
amounts each of which is the labour ex- 
penditure of the corporation for a preced- 
ing taxation year in respect of the produc- 
tion exceeds the total of all amounts each 
of which is a qualified labour expenditure 
of the corporation in respect of the produc- 
tion for a preceding taxation year before 
the end of which the principal filming or 
taping of the production began 
exceeds tis 
(11) where the corporation is a parent, the total 
of all amounts each of which is an amount 
that is the subject of an agreement in respect 
of the production referred to in paragraph (c) 
of the definition “labour expenditure” be- 
tween the corporation and*its wholly-owned 
corporation, and 


(b) the amount determined by the formula 


A-B 
where 
A is 48% of the amount by which 


(i) the cost or, in the case. of depreciable 
property, the capital cost to the corporation 
of the production at the end of the year, 
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exceeds 


(ii) the total of all amounts each of which 
is an amount of assistance in respect of 
that cost that, at the time of the filing of its 
return of income for the year, the corpora- 
tion or any other person or partnership has 
received, is entitled to receive or can rea- 
sonably be expected to receive, that has 

_ not been repaid before that time pursuant 
to a legal obligation to do so (and that does 
not otherwise reduce that cost), and 


Bis the total of all amounts each of which is the 
qualified labour expenditure of the corpora- 
tion in respect of the production for a preced- 
ing taxation year before the end of which the 
principal filming or taping of the coy a 
began. 

Related romaine 257 — Formula cannot calculate to less than 
Zero. 


“salary or wages” does not include an amount de- 
scribed in section 7 or any amount determined by 
reference to profits or revenues. 

Related Provisions: 125.4(2)(a)— Meaning of “remuneration”; 


248(1)“salary or wages” — Definition extended to include all in- 
come from employment. 


(2) Rules governing labour expenditure of a 
corporation — For the purpose of the definition 
“labour expenditure” in subsection (1), 


(a) remuneration does not include remuneration 
determined by reference to profits or revenues; 
and 


(b) services referred to in paragraph (6) of that 
definition that relate to the post-production stage 
of the production include only the services that 
are rendered at that stage by a person who per- 
forms the duties of animation cameraman, assis- 
tant colourist, assistant mixer, assistant sound-ef- 
fects technician, boom operator, colourist, 
computer graphics designer, cutter, developing 
technician, director of post production, dubbing 
technician, encoding technician, inspection tech- 
nician — clean up, mixer, optical effects techni- 
cian, picture editor, printing technician, projec- 
tionist, recording technician, senior editor, sound 
editor, sound-effects technician, special effects 
editor, subtitle technician, timer, video-film re- 
corder operator, videotape operator or by a per- 
son who performs a prescribed duty. 


(3) Tax credit — Where 


(a) a qualified corporation for a taxation year files 
with its return of income for the year 


(i) a Canadian film or video production certif- 
icate issued in respect of a Canadian film or 
video production of the corporation, 


(11). a prescribed form containing prescribed 
information, and 
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» (iii) each other document prescribed in respect 
of the production, and 


(b) the principal filming or taping of the produc: 


tion began before the end of the year, 


the corporation is,deemed to have paid on its nal: 


ance-due. day for the year an amount on account of 
its tax payable under this Part for the year:equal to 
25% of its qualified labour expenditure for the year 
in respect of the production. | 


Related’ Provisions: 87(2)(j.94) — Amalgamations — continu_ 


ing corporation; 123.2(a) — Corporate surtax applies to total tax 
before claiming film/video credit; 125.4(4) — No credit where in- 
vestor can claim. deduction; 
tance for purposes of the Act generally; 125.4(6)— Credit lost.ret+ 
roactively if certificate revoked; .152(1)(b) — Assessment of credit; 
157(3)(e) — Reduction in monthly instalment to reflect ‘credit; 
163(2)(f) — Penalty for false statement or omission; -220(6) — As- 
signment of refund permitted. 
History: The closing, words of subsec. 125.4(3), orpadad by 1997, 
c. 25, s. 34, applicable to 1996 et seq. The closing words formerly 
read: rg 
the corporation is deemed to,have paid, on the day referred to 
in paragraph 157(1)(6) on,or before. which the corporation 
would be required to pay the remainder of its tax payable 
under this Part for the year if such a remainder were payable, 
an amount On account of its tax payable under this Part for 
the year equal to 25% of its qualified labour expenditure for 
the year in respect, of the production. 


Regulations: 1101(5k.1)(a) (separate class for CCA purposes). 


(4) Exception — This section does not apply to a 
Canadian film or vidéo production where an inves- 
tor, or a partnership in which an investor has an in- 
terest, directly or indirectly, may deduct an amount 
in respect of the production in computing its income 
for any taxation year. 


(5S) When assistance received — For the pur- 
poses of this Act other than. this section, and for 
greater certainty, the amount that a corporation is 
deemed under subsection (3) to have paid. for. a taxa- 
tion year, is assistance received. by. the corporation 


from a government aranaesately before He end. of | 


the year. 


Related Provisions: 120100) — Inclusion of assistance in in- 
come; 13(7.4) ++Reduction in:capital cost of depreciable. property 
to reflect assistance;53(2)(k) — Reduction in ACB of capital prOPr 
erty. to reflect assistance: (i é 


(6) Revocation of a certificate — A Chadian 
film or video production certificate in respect of a 
production may be revoked Dh the Minister of Cana- 
dian Heritage where 


(a) an Omission or incorrect sidtesndid was: wade 
» for the purpose of obtaining the certificate, or 


(b) the production is not a Canadian film or wittes 
production, 


and, for the purpose of qioer st (3)(a)(), a cer- 
tificate that has been revoked is. deemed. never. to 
have been) issued. 


History: S. 125.4 added by 1996, c. 21, s. 28, piaheacbie to 1995 et 
seq. except that, in applying the definition “qualified corporation” in 


, 125.41), (5); ““balance-due day” — 248(1); 
— “Canada’’ 


of depreciable property 13(7)-(7.4), (10), 70(12), 
128. IAC); 


— 13(21), 248(1): 


125.4(5) — Credit) constitutes “assis-: | tion’, araiieg, labour expenditure” #7 k23,4(1); 


248(1): 


S..126(1)(b)@(D). 


_ subsee. 125,.4(1) in respect of a film: or video production the princi- 
pal photography of which began before July 1996, the words “are 


primarily” in that definition shall be read’ as “include”. 


Definitions [s. 125.4]: ‘ — 248(1);. “assistance” — 
“business” — 248(1); 
— 255; “Canadian film’ or video production”, “Canadian 
film or video production certificate” — 125.4(1); “capital cost” — 
128.1(1)(c), 
“carrying on business in Canada” — 253; “corpora- 
tion” — 248(1), Interpretation Act 35(1); “Hehretioble property” — 
“employee”, “individual” —248(1); “investor” — 
125.4(1)» “labour expenditure” — 125.4(1),-(2); “parent” — 
125.4(1)“labour expenditure” (c)(i); “permanent. establishment” — 
Reg, 8201; “person”, “prescribed” —248(1); yp hadetlee corpora- 
“regulation” — 
“Salary or wages” — 


‘amount” 


“remuneration” — 125. 4(2)(a); 
125.4(1), 248(1); “subsidiary wholly-owned corporation” — 
248(1); “taxable Canadian corporation” — 89(1), 248(1); “taxation 
year” — 249. 


Subdivision ¢ — Rules Applicable to 
: All Taxpayers 


126. (1) Foreign; tax deduction [foreign tax 
credit] —.A taxpayer who.was resident in Canada 
-atvany time ina taxation year may deduct from the 


tax for the year otherwise payable under this Part by 
the, taxpayer an amount equal to 


'(a) such part of any non-business-income tax paid 
by:the taxpayer for the year:to the government of 
a country other than» Canada (except, where the 
taxpayer is a corporation, any such tax or part 

“thereof that may reasonably be regarded as hav- 

“ing been paid ‘by the taxpayer in respect of in- 
come from a share of the capital stock of a for- 

— ergn affiliate of the rigs as the taxpayer may 
claim, 


not exceeding, however, 


* (b) that proportion of the tax for the year other- 
wise payable under this Part by the taxpayer that 


(i) the total of the taxpayer’s incomes from 
sources in that country, excluding any portion 
thereof that was deductible. by, the taxpayer 
under subparagraph 110(1)(f)G@):or in respect 
of which an amount was deducted by the tax- 
payer under section 110.6, 


(A) for the year, if section:114 is not appli- 
cable, -or 


(B) if section 114 ts apieieabre for the pe- 
riod or ‘periods in the year referred’ to’in 
paragraph 114(a), 


on the, assumption that 


(C) no. businesses were carried on by the 
taxpayer in that country, 


(D) where the taxpayer is a corporation, it 
had no income from shares of the capital 

_ Stock of a foreign affiliate of the taxpayer, 
and 
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(E) where the taxpayer is an individual, 


(I) no amount was deducted under sub- 
section 91(5) in computing the tax- 
payer’s income for the year, and 


(Il) if the taxpayer deducted an amount 
under subsection 122.3(1) from the tax- 
payer’s tax otherwise payable under 
this Part for the year, the taxpayer’s in- 
come from employment in that country 
was not from a source in that country to 
the extent of the lesser of the amounts 
determined in respect thereof under 
paragraphs 122.3(1)(c) and (d) for the 
year, 


is of 
(ii) the total of 
(A) the amount, if any, by which, 


(I) where section 114 is not applicable 
to the taxpayer in respect of the year, 
the total of the taxpayer’s income for 
the year and the amount, if any, added 
under subsection 110.4(2) in computing 
the taxpayer’s taxable income for the 
year, and 


(Il) where section 114 applies to the 
taxpayer in respect of the year, the total 
of the taxpayer’s income for the period 
or periods in the year referred to in par- 
agraph 114(a) and the amount that 
would be determined under paragraph 
114(b) in respect of the taxpayer for the 
year if subsection 115(1) were read 


without reference to paragraphs 
115(1)(d) to (f) 
exceeds 


(iI) the total of all amounts each of 
which is an amount deducted by the 
taxpayer under section 110.6 or para- 
graph 111(1)(b), or deductible by the 
taxpayer under paragraph 110(1)(d), 
(d.1), (d.2), (d.3), (f) or G) or section 
112 or 113, for the year or in respect of 
the period or periods referred to in sub- 
clause (II), as the case may be, and 


(B) the amount, if any, added under sec- 
tion 110.5 in computing the taxpayer’s tax- 
able income for the year. 


Related Provisions: 20(11), 20(12) — Deduction instead of 
credit for foreign taxes paid; 20(12) — Foreign non-business in- 
come tax; 104(22.1) — Foreign tax credit allocated to beneficiary of 
trust; 110.5 — Addition to corporation’s taxable income to increase 
foreign tax credit; 123.2(a) — Corporate surtax applies to total tax 
before claiming foreign tax credit; 126(6) — Separate deduction in 
respect of each country; 126(7)“tax for the year otherwise payable 
under this Part” — Tax for the year otherwise payable; 129(3) — 
Refundable dividend tax on hand; 133(4) — No foreign tax deduc- 
tion for non-resident-owned investment corporations; 138(8) — No 
deduction for tax paid on life insurance business income; 
144(8.1) — Employee profit sharing plan — foreign tax deduction; 
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180.1(1.1) — Individual surtax — foreign tax deduction; Canada- 
U.S. tax treaty, Art. XXIX B:6, 7 — Credit for U.S. estate taxes. 
See additional Related provisions and Definitions at end of s. 126. 


History: Subcl. 126(1)(b)(ii)(A)(ID substituted by 1994, c. 21, sub- 
sec. 60(1), applicable to 1993 et seq. That subcl. formerly read: 


(II) where section 114 is applicable to the taxpayer in respect 
of the year, the taxpayer’s income for the period or periods in 
the year referred to in paragraph 114(a) 


Pre-RSC History: Subcl. 126(1)(b)(ii)(A)(ID) amended by 1988, 
c. 55, subsec. 105(1), to substitute “under section 110.6 or para- 
graph 111(1)(b)” for “under paragraph 111(1)(b) or section 110.6” 
and “section 112 or 113” for “section 110.1, 112 or 113”, applicable 
to 1988 et seq. 


Subpara. 126(1)(b)(ii) substituted by 1987, c. 46, subsec. 45(1), ap- 
plicable to 1985 et seg. Subpara. 126(1)(b)(ii) formerly read: 


(ii) the amount, if any, by which 


(A) where section 114 is not applicable to the taxpayer in 
respect of the year, the aggregate of his income for the 
year and the amounts, if any, included under subsection 
110.4(2) and section 110.5 in computing his taxable in- 
come for the year, and 


(B) where section 114 is applicable to the taxpayer in re- 
spect of the year, his income for the period or periods in 
the year referred to in paragraph (a) of that section 


exceeds 


(C) the aggregate of all amounts each of which is an 
amount 


(I) deducted by the taxpayer under paragraph 
111(1)(b) or section 110.6, or 


(II) deductible by the taxpayer under paragraph 
110(1)(d), (d.1), (d.2), (d.3), (f) or (Gj). or section 
110.1, 112 or 113 


for the year or in respect of the period or periods referred 
to in clause (B), as the case may be. 


Subcl. 126(1)(b)G)(E)UD substituted by 1986, c. 55, subsec. 47(1), 
applicable to taxation years commencing after 1985. Subcl. 
126(1)(b)G)(E)UD formerly read: 


(II) the taxpayer’s income from employment in that country 
was not from a source in that country to the extent of the 
lesser of the amounts determined in respect thereof under 
paragraphs 122.3(1)(c) and (d) for the year, 


All that portion of subpara. 126(1)(b)(i) preceding cl. (A) amended 
by 1986, c. 6, subsec. 70(1), applicable to 1985 et seg. to add “or in 
respect of which an amount was deducted by him under section 
110.6”. 


Subcls. 126(1)(b)(i)(C)(D and (II) substituted to add reference, re- 
spectively, to section 110.6, and to paragraphs 110(1)(d.1), (d.2), 
(d.3), Gj), by 1986, c. 6, subsec. 70(2), applicable to 1985 et seq. 


Cl.. 126(1)(b)(4i)(A) substituted by 1985, c. 45, subsec. 71(1), appli- 
cable to 1985 et seg. Cl. 126(1)(b)(ii)(A) formerly read: 


(A) where section 114 is not applicable to the taxpayer in re- 
spect of the year, the total of his income for the year and the 
amount, if any, included pursuant to subsection 110.4(2) in 
computing his taxable income for the year, or 
Subcl. 126(1)(b)(ii)(C)(ID substituted by 1984, c. 45, subsec. 42(1), 
to add reference to para. 110(1)(d), applicable to 1984 et seq. 
Cl. 126(1)(b)G)(E), subpara. 126(1)(b)(ii) substituted by 1984, c. 1, 
subsecs. 71(1), (2). Cl. 126(1)(b)(i)(B), as substituted, applicable to 
1984 et seq. Subpara. 126(1)(b)(ii) applicable to 1983 and with re- 
spect to amounts deductible under para. 111(1)(b) in respect of 
losses determined for 1983 et seg. Cl. 126(1)(b)(i)(B), subpara. 
126(1)(b)Gi) formerly read: 


(E) where the taxpayer is an individual, no amount was 
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deducted under subsection 91(5) in computing his in- 
come for the year, 


(ii) the taxpayer’s income . 
(A) for the year, if section 114 is not applicable, OF, we 


(B) if section 114 is applicable, for the period or periods 
in the year referred to in paragraph (a) thereof, 


minus any amounts deductible by him under paragraph 
110(1)(f), section 110.1, paragraph 111(1)(b) or section 112 

_ or 113 for the year or such period or periods, as the case may 
be. 


All that portion of subpara. 126(1)(b)(i). preceding el. (A) and all 


that portion of subpara. 126(1)(b)(ii) following cl. (B) substituted by | 


1980-81-82-83, c. 140, subsecs. 88(1) and 2), cS jeattrs to 1982 et 
seq. Those portions formerly read: 


(i) the aggregate of the taxpayer’s incomes from sources. in 
that country 


minus any amounts deductible under section 110.1, paragraph 
111(1)(b) or section 112 or 113 for the year or such pe om or 
periods, as the case may be: 


All that portion of subpara. 126(1)(b) (ii) following cl. (B) substi- 
tuted by 1976-77, c. 4, subsec. 51(1), applicable to 1976 et seg., to 
add references to section 110.1. 


Cls. 126(1)(b)G)(C) substituted, 126(1)(b)(i)(E) added by 1974-75- 
76, c. 26, subsecs. 83(1), (2), applicable, as to cl. 126(1)(b)(i)(C), to 
1972 et seq., and as to cl. 126(1)(b)()(B), to 1974 et seq. 


All that portion of subsec. 126(1) preceding subpara. (b)(i) substi- 
tuted by 1973-74, c. 14, subsecs. 39(1), (2), applicable to 1972 et 
seq. 

Selected Cases [subsec. 126(1)]: Interprovincial Pipe Line 
Co. v. MNR, [1968] C.T.C...156 (SCC) (To determine income from a 
source, taxpayer required to deduct interest paid to Canadian lend- 
ers from interest received from U.S. subsidiary). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions; IT-243R4: Dividend refund to private 
corporations; IT-393R2: Election re tax on rents and timber royal- 
ties — non-residents; IT-395R: Foreign tax credit — foreign-source 
capital gains and losses; IT-506:, Foreign income: taxes as a deduc- 


tion from income; IT-520: Unused foreign tax credits — carryfor- _ 


ward and carryback. See also list at end of s. 126. 


Forms: T2S-TC: Tax calculation supplementary — corporations; 
T2S(21): Federal foreign income tax credits and federal logging tax 
credit; F2036: Calculation of provincial foreign tax credit; T2209: 
Calculation of federal foreign tax credits. 


(2) Idem — Where a taxpayer who was resident in 
Canada at any time in a taxation year carried on bus- 
iness in the year in a country other than Canada, the 


taxpayer may deduct from the tax for the year other- | 


wise payable under this Part by the. taxpayer an 
amount not exceeding the least of 


(a) such part of the total of the BusieRHeBiNe 
tax paid by the taxpayer for the year in respect of 
businesses carried on by the taxpayer in that 
country and ‘the taxpayer’s unused foreign tax 
credits in respect of that country for the seven 
taxation years immediately preceding and the 
three taxation years immediately following the 
year as the taxpayer may claim, 


(b) the amount determined under subsection (2.1) 
for the year in respect of businesses.carried on by 
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the taxpayer in that country, and: 
(c) the amount by which » 


(i) the tax for the year otherwise payable 
under this Part by the exDaueE 


exceeds 


(11) the amount or the total:of amounts, as the 
case may be, deducted under subsection (1) by 
the taxpayer from the tax for the year other- 
wise payable under this Part. 
Related Provisions:. 87(2)(z)— Amalgamation; 88(1)(e.7) — 
Winding-up; 104(22.1) — Foreign tax credit, allocated to benefici- 
ary. of trust; 110.5 — Additions for foreign tax deductions; 125 — 
Small business deduction; 126(2.1) — Amount determined for pur- 
poses of para. (2)(b); ‘126(2.3) — Rules relating to unused foreign 
tax credit; 126(6).— Separate deduction in respect of each country; 
129(3) — Refundable. dividend tax on hand; 133(4) — No foreign 
tax credit for non-resident-owned investment corporation; 138(8) — 
No foreign credit for life insurance business: 152(6) — Reassess- 
ment; 164(5), (5.1) — Effect of carryback of loss. See additional 
Related provisions and Definitions at'end of s. 126. 
Pre-RSC History: Para. 126(2)(a) substituted by 1984, c. 45, 
subsec. 42(2), to substitute “his unused foreign tax credits” for “his 
foreign-tax carryover’ and' to substitute “for the seven taxation 
years immediately: preceding and the three taxation years immedi- 
ately following the year as the taxpayer may claim” for “for the year 
as the taxpayer may claim”, applicable to the computation of tax for 
1984 et seq. 


Subsec. 126(2). substituted by 1973-74, c. 14, subsec. 39(1), applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 126(2)]: Collins. v.. The Queen, [1985] 
1 C.T.C.-342 (Ont. CA) (Payment of tax in U.S. does not affect 
calculation of tax sought to be evaded when taxpayer charged with 
tax evasion); The Queen v. Bank of Nova Scotia, [1981] C.T.C. 162 
(FCA) (Taxpayer liable for-incomé. tax in U.K. entitled to use 
weighted average exchange rate during fiscal period); Icanda Ltd. v. 
MNR, [1972] C.T.C. 163 (FCTD) (Taxpayer receiving U.S. tax re- 
fund not allowed foreign tax credit). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-520: Unused foreign tax credits — carryforward 
and carryback. See also list at end of s. 126. 


Forms: T2S-TC: Tax’ calculation supplementary — corporations; 
T2S(21): Federal foreign income tax’credits and federal logging tax 
credit; T2036: Calculation of provincial foreign. tax credit;:T2209: 
Calculation of federal foreign tax credits. 


(2.1) Amount determined for purposes of 
para. (2)(b) — For the purposes of paragraph 
(2)(b), the amount determined under this subsection 
for a year in respect of businesses carried on by a 
taxpayer in a country other than: Canada is the total 
of 


(a) that. proportion of the tax for the year other- 
wise payable under this Part by the taxpayer that 


(i) the total. of the taxpayer’s incomes 


(A) for the year, if section’ 114 is not appli- 
‘cable, or 

(B) if section 114 is applicable, for the pe- 

riod or periods in the year referred to in 

paragraph 114(a), 


from. businesses carried on by the taxpayer in 
that country, other than any portion of that in- 
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come that was deductible under subparagraph 
110(1)()@) in computing the taxpayer’s taxa- 
ble income for the year 


is of 
(ii) the total of 
(A) the amount, if any, by which 


(1) where section 114 is not applicable 
to the taxpayer in respect of the year, 
the total of the taxpayer’s income for 
the year and the amount, if any, in- 
cluded under subsection 110.4(2) in 
computing the taxpayer’s taxable in- 
come for the year, and 


(II) where section 114 applies to the 
taxpayer in respect of the year, the total 
of the taxpayer’s income for the period 
or periods referred to in paragraph 
114(a) and the amount that would be 
determined under paragraph 114(b) in 
respect of the taxpayer for the year if 
subsection 115(1) were read without 
reference to paragraphs 115(1)(d) to (f) 


exceeds 


(III) the total of all amounts each of 
which is an amount deducted by the 
taxpayer under section 110.6 or para- 
graph 111(1)(b), or deductible by the 
taxpayer under paragraph 110(1)(d), 
(d.1), (d.2), (d.3), (f) or G) or section 
112 or 113, for the year or in respect of 
the period or periods referred to in sub- 
clause (II), as the case may’ be, and 


(B) the amount, if any, added under sec- 
tion 110.5 in computing the taxpayer’s tax- 
able income for the year, and 


(b) that proportion of the amount, if any, added 
under subsection 120(1) to the tax for the year 
otherwise payable: under this Part by the taxpayer 
that 


(i) the total: of the taxpayer’s incomes de- 
scribed in subparagraph (a)(i) 


is of - 
(ii) the amount, if any, by which, 


(A) where section 114 does not apply to 
the taxpayer in respect of the year, the tax- 
payer’s income for the year, and 


(B) where section 114 applies to the tax- 
payer in respect of the year, the total of the 
taxpayer’s income for the period or periods 
referred to in paragraph 114(a) and the 
amount that would be determined under 
paragraph 114(b) in respect of the taxpayer 
for the year if subsection 115(1) were read 
without reference to paragraphs 115(1)(d) 
to (f) 
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exceeds 


(C) the taxpayer’s income earned in the 
year in a province (within the meaning as- 
signed by subsection 120(4)). 


Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


History: Subcl. 126(2.1)(a)(ii)(A)CD) and subpara. (2.1)(b)(ii) sub- 
stituted by 1994, c. 21, subsecs. 60(2),: (3), applicable to 1993 et 
seq. That subcl. and that subpara. formerly read: 


(II) where section 114 is applicable to the taxpayer in respect 
of the year, the taxpayer’s income for the period or periods in 
the year referred to in paragraph 1 14(a) 


(ii) the taxpayer’s income, other than the taxpayer’s income 
earned in the year in a province (within the meaning assigned 
by subsection 120(4)), 


(A) for the year, if section 114 is not applicable, or 


(B) if section 114 is applicable, for the period or periods 
in the year referred to in paragraph 114(a). 


That portion of subpara. 126(2.1)(a)(i) following cl. (B) substituted 
by 1994, c. 7; Sch. If (1991, c. 49), subsec. 103(1), applicable to 
taxation years ending after July 13, 1990. That portion formerly 
read: 


from businesses carried on by the taxpayer in that country 


Pre-RSC History: Subcl. 126(2.1)(a)(ii)(A)(ID amended by 
1988, c. 55, subsec. 105(2), to substitute “or section 112.or 113” for 
“or section 110.1, 112 or 113”, applicable to 1988 er seq. 


Subpara. 126(2.1)(a)(ii) substituted by 1987, c. 46; subsec. 45(2), 
applicable to 1985 et seg. Subpara. 126(2.1)(a)(ii) formerly read: 


(11) the amount, if any, by which 


(A) where section 114 is not applicable to the taxpayer in 
respect of the year, the aggregate of his income for the 
year and the amounts, if any, included under subsection 
110.4(2) and section. 110.5 in conPEn ne his taxable in- 
come for the year, and 


(B) where section 114 is applicable to the taxpayer in re- 
spect of the year, his income for the period or periods in 
the year referred to in paragraph (a) of that section 


exceeds 


(C) the aggregate of all amounts each of which is an 
amount 


(1). deducted | by the taxpayer under paragraph 
111(1)(b) or section 110.6, or 


(II) deductible by the taxpayer under paragraph 
110(1)(d), (d.1), (d.2), (d.3), (f) or (Gj) or section 
110.1, 112 or 113 


for the year or in respect of the period or periods referred 
to in clause (B), as the case may be; and 


Subcls. 126(2.1)(a)(ii)(C)(1) and (II) substituted to add reference, re- 
spectively, to section 110.6, and to paras. 110(1)(d.1), (d.2), (d.3), 
(j), by 1986, c. 6, subsec. 70(3), applicable to 1985 et seq. 


Cl. 126(2.1)(a)(ii)(A) substituted by 1985, c..45, subsec. 71(2), ap- 
plicable to 1985 et seg. Cl. 126(2.1)(a)(ii)(A) formerly read: 
(A) where section 114 is not applicable to the taxpayer in re- 
spect of the, year, the total of his income for the year and the 
amount, if any, included pursuant to subsection 110.4(2) in 
computing his taxable income for the year, or 
Subcl. 126(2.1)(a)Gi)(C)(ID substituted by 1984, c. 45, subsec. 
42(3), to add reference to para. 110(1)(d), applicable to 1984 et seq. 


Subpara. 126(2.1)(a)(ii) substituted by 1984, c. 1, subsec. 71(3), ap- 
plicable to 1983 and with respect to amounts deductible under para. 
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111(1)(b) in respect of losses determined for 1983 et seg. Subpara. 
126(2. 1)(a)(i) formerly read: 
(ii) the’ taxpayer’s. income 
(A) for the year, if section 114 is not ratiptisaile or, 
(B) if section 114.is applicable, for the period or periods 
in the year referred to in paragraph (a) thereof, 


minus any amounts deductible under section 110.1, paragraph 
111(1)(b) or section 112 or 113 for the year or such period or 
periods, as the case may be, and 


All that portion of subpara.126(2.1)(b)(@i) preceding cl. (A) substi- 
tuted by 1979, c.5,.s: 39,.applicable to 1978 et seq. That portion 
formerly read: 
_ (ii) the taxpayer’s income, ion than his income earned in the 
year in a province, 


All that portion of subpara, 126(2.1)(a)(ii) following cl. (B) substi- 
tuted by. 1976-77, c..4, subsec:,51(1), to add reference to section 
110.1, applicable to 1976 et seq. 


Subsec. 126(2.1) added by 1973-74, c. 14, subsec. sila applicable 
_ to. 1972 et seq. 

Interpretation Bulletins: See list at end of s. 126. 

Forms: T2036: Calculation of provincial foreign tax credit. 


(2.2) Non-residents’ foreign tax deduction — 
Where at any time ina taxation: year a taxpayer who 
is not at that time resident in Canada disposes of 
property that was deemed by subsection 48(2), as it 
read in its application before 1993, or ‘paragraph 
128.1(4)(e) to be taxable Canadian property ‘of the 
taxpayer, the taxpayer may deduct from the tax for 
the year otherwise payable under this Part by the tax- 
payer an amount equal to 


(a) the amount of any non-business-income. tax 
paid by the taxpayer for the year to the govern- 
ment of a country other than Canada that may 
reasonably. be regarded as having been paid.by 
the taxpayer in respect of any gain or profit from 
the disposition of that property 


not exceeding, however, 


(b) that proportion of the tax For the year other- 
wise payable under this Part by the taxpayer that 


(i) the taxable capital gain from: the disposi- 
tion of that property 


is of 
(ii) the amount that would be the taxpayer’s 
taxable income earned in Canada 


(A) for the year, if section 114 is not appli- 
cable, Or, 


(B) if section 114 is applicable, for the 
portion of the year referred to in paragraph 
114(b) 
if subsection 115(1) were read without refer- 
ence to that portion thereof following para- 
graph 115(1)(c). 
Related Provisions: 114— Residence in Canada for part of 
year; 115(1) — Non-resident’s taxable income; 126(7) — “tax for 
the year otherwise payable under this Part”. See, additional Related 
provisions and Definitions at end of s..126. 


History: The opening words. of subsec. 126(2.2) substituted by 
1994, c. 21,,subsec..60(4), applicable after 1992.-.The opening 


S..126(2.3) 


words formerly read: 


(2.2) Non-residents’ foreign tax deduction — Where at 
any time in a taxation year a taxpayer who was‘not iat that 
time resident in Canada disposed of property that was deemed 
by subsection 48(2) to be taxable Canadian property of the 
taxpayer, the taxpayer may deduct from the tax for the year 
otherwise payable under this Part by the taxpayer an amount 
equal to 


Pre-RSC History: Subsec. 126(2.2) added by 1974-75-76,.¢. 26, 
subsec. 83(3), applicable to 1974 et seq. 


| Interpretation Bulletins: IT-395R: Foreign tax ibdik sHiteiont 


source capital gains and losses; IT-451R: Deemed disposition and 
acquisition on. ceasing to be or becoming resident. See also list at 
end of s. 126. 


(2.3) Rules relating to unused foreign tax 
credit — For the purposes of this section, 


(a) the amount claimed under paragraph (2)(a) by 
a taxpayer for a taxation year in respect of a 
country shall be deemed to be in respect of the 
business-income tax paid by the taxpayer for the 
year in respect of businesses carried on by the 
taxpayer in that country to the extent of the 
amount of that tax, and the remainder, if any, of 
the amount so claimed shall be deemed to be in 
respect of the taxpayer’s unused foreign tax cred- 
its in respect of that country that may be claimed 
for the taxation year; 


(b) no amount may be claimed under paragraph 
(2)(a) in computing a taxpayer’s tax payable 
under this Part or Part I.1,for a particular taxation 
year in respect of the taxpayer’s unused foreign 
tax credit in respect of a country for a taxation 
year until the taxpayer’s unused foreign tax cred- 
its in respect of that country for taxation years 
preceding the taxation year that may ,be claimed 
for the particular taxation year have been 
claimed; and 


(c) an amount in respect of a taxpayer’s unused 
foreign tax credit in respect of a country for a tax- 
ation year may be claimed under paragraph (2)(a) 
in computing the taxpayer’s tax payable under 
this Part or Part I.1 for a particular taxation year 
only to the extent that it exceeds the total of all 
amounts each of which is the amount that may 
reasonably be considered to have been claimed in 
respect of that unused foreign tax credit in com- 
puting the taxpayer’s tax payable under this Part 
or Part I.1 for a taxation year preceding the par- 
ticular taxation year. 

Related Provisions: 87(2)(z) — Amalgamations; BEDE: 7)— 

Winding-up. 


Pre-RSC History: Para. 126(2.3)(b) amended to ‘substitute “tax 

payable under this Part or Part I.1” for “tax payable under this Part” 

and para. 126(2.3)(c) substituted by 1986, c. 55, subsec: 47(2), ap- 
plicable to 1986 et seg. Para. 126(2.3)(c) formerly read: _ 


(c) an. amount in respect of a taxpayer’s unused foreign tax 
credit in respect of a country for a taxation year may be 
claimed under paragraph (2)(a) in computing his tax payable 
under this Part for a particular taxation year only to the extent 
that it exceeds the aggregate of amounts claimed in respect of 
that unused foreign tax credit in computing his tax payable 
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under this Part for taxation years preceding the particular tax- 
ation year. 
Subsec. 126(2.3) added by 1984, c. 45, subsec. 42(4), applicable to 
1984 ef seq. 


Interpretation Bulletins: IT-520: Unused foreign tax credits — 
carryforward and carryback. See also list at end of s. 126. 


(3) Employees of international organiza- 
tions — Where an individual is resident in Canada 
at any time in a taxation year, there may be deducted 
from the individual’s tax for the year otherwise pay- 
able under this Part an amount equal to that propor- 
tion of the tax for the year otherwise payable under 
this Part by the individual that 


(a) the individual’s income 


(i) for the year, where section 114 is not appli- 
cable to the individual in respect of the year, 
and 


(ii) for the period or periods in the year re- 
ferred to in paragraph 114(a), where section 
114 is applicable to the individual in respect 
of the year, 


from employment with an international organiza- 
tion (other than a prescribed international organi- 
zation), as defined for the purposes of section 2 
of the Foreign Missions and International Orga- 
nizations Act 


is of 
(b) the amount, if any, by which 


(i) where section 114 does not apply to the in- 
dividual in respect of the year, the total of the 
individual’s income for the year and the 
amount, if any, included under subsection 
110.4(2) in computing the individual’ s taxable 
income for the year, and 


(ii) where section 114 applies to the individual 
in respect of the year, the total of the individ- 
ual’s income for the period or periods in the 
year referred to in paragraph 114(a) and the 
amount that would be determined under para- 
graph 114(b) in respect of the individual for 
the year if subsection 115(1) were read with- 
out reference to Parerpls 115(1)(d) to (f) 


exceeds 


(iii) the total of all amounts each of which is 
an amount deducted under section 110.6 or 
paragraph 111(1)(b), or deductible under para- 
graph 110(1)(d), (d.1), (d.2), (d.3), (f) or Gj), in 
computing the individual’s taxable income for 
the year or in respect of the period or periods 
referred to in subparagraph (ii), as the case 
may be, 


except that the amount deductible under this subsec- 
tion in computing the individual’s tax payable under 
this Part for the year may not exceed that proportion 
of the total of all amounts each of which is an 
amount paid by the individual to the organization as 
a levy (the proceeds of which are used to defray ex- 
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penses of the organization), computed by reference 
to the remuneration received by the individual in the 
year from the organization in a manner similar to the 
manner in which income tax is computed, that 


(c) the individual’s income for the year from em- 
ployment with the organization 

is of | | 
(d) the amount that would be the individual’s in- 
come for the year from employment with the or- 
ganization if this Act were read without reference 
to paragraph 81(1)(a). 


Related Provisions: 110(1)(f)(iii), (iv) — Deductions for income 
from certain international organizations; 126(7)“tax for the year 
otherwise payable under this Part” — Tax for year otherwise paya- 
ble defined. See additional Related provisions and Definitions at 
end of s. 126. 


History: Subparas. 126(3)(b)(i) and (ii) substituted by 1994, c. 21, 
subsec. 60(5), applicable to 1993 et seg. Those subparas. eee 
read: 


(i) the total of the individual’s income for the year and the 
amount, if any, included pursuant to subsection 110.4(2) in 
computing the individual’s taxable income for the year, 
where section 114 is not applicable to the individual in re- 
spect of the year, or 

(ii) the individual’s income for: the period or periods in the 
year referred to in paragraph 114(a), where.section 114 is ap- 
_ plicable to the individual in respect of the year, 


That portion of para. 126(3)(a) following subpara. (ii) amended by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 67(1), applicable to 1991 
et seq. That portion formerly read: 


from employment with an organization, as defined in section 
3 of the Privileges and Immunities (International Organiza- 
tions) Act 


All that portion of subsec. 126(3) between subpara. (b)(ii) and para. 
(c) amended by 1994,'c. 7, Sch. VIII (1993, c. 24), subsec. 67(2), 
applicable to 1991 et seq. That portion formerly read: 


exceeds 


(ii1) the total of all amounts each of which is an amount ° 
deducted by the individual under section 110.6 or para- 
graph 111(1)(b), or deductible by the individual under 
paragraph 110(1)(d) or (f), for the year or in respect of 
the period or periods referred to in subparagraph (ii), as 
the case may be, 


except that where the organization referred to in paragraph (a) 
is neither the United Nations nor a specialized agency that is 
brought into relationship with the United Nations in accor- 
dance with Article 63 of the: Charter of the United Nations, 
the amount deductible under this subsection by the individual 
may not exceed that proportion of the total of all amounts 
each of which is an amount paid by the individual to the or- 
ganization as a levy (the proceeds of which are used to defray 
expenses of the organization) computed by reference to the 
remuneration received by the individual in the year from the 
organization in a manner similar to the manner in which in- 
come tax is computed that 

Pre-RSC History: Subpara. 126(3)(b)(iii) amended by 1988, c. 

55, subsec. 105(3), to substitute “under paragraph '110(1)(d) or (f),” 

for “under paragraph 110(1)(d) or (f) or section 110.1”, applicable 

to 1988 et seq. 

Subsec. 126(3) substituted by 1986, c. 6, subsec. 70(4), applicable 

to 1985 et seq. Subsec. 126(3) formerly read: 


(3) Employees of international organizations — In “addi- 
tion to any other deduction permitted by this section, an indi- 
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vidual who was resident in Canada at any time in a taxation 
year may. deduct from the tax for the year otherwise payable 
under this Part by him an amount equal to the least of 


(a) an amount paid to an organization, as defined for the 
purposes of section 3 of the Privileges and Immunities 
(International Organizations) Act, by whom he was em- 
ployed, in payment of a levy (the proceeds of which are 
used to defray expenses of the organization) computed by 
reference to the remuneration received by him in the year 
from the organization ina manner similar to the manner 
in which income tax is computed, 


(b) that proportion of the tax for the year otherwise paya- 
ble under this Part by him that 


(i) the remuneration by reference to which the levy 
was computed, 

is of 
(ii) the taxpayer’ s income for the year, and 

(c) that proportion of the amount referred to in paragraph 

(a) so paid to the organization that 
(i) the amount included in computing the taxpayer’s 
income for the year. from employment. with the 
organization 

is of 
(ii) the amount that would be included in computing 
the taxpayer’s income for the year from employment 


with the organization if this Act were read without 
reference to paragraph 81(1)(a). 


All that portion of subsec. 126(3) preceding subpara. (b)(i) substi- 
tuted by 1973-74, c. 14, subsec. 39(2) (part), applicable to 1972 et 
seq. 


International organization: S. 2 of the Foreign Missions and 
International Organizations Act (1991,.c..41) defines “international 
organization” to, mean “any intergovernmental organization of 
which two or more states are members”. 


Interpretation Bulletins: See list at end of s. 126. 


(4) Portion of foreign tax not included — For 
the purposes of this Act, an income or profits tax 
paid by a person resident in Canada to the govern- 
ment of a country other than Canada or to the gov- 
ernment of a state, province or other political subdi- 
vision of such a country does not include a tax, or 
that portion of a tax, imposed by that country or by 
that state, province or other political subdivision, as 
the case may be, that would not be imposed if the 
person were not entitled under this section or under 
section 113 to a deduction in respect thereof. 


Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


Interpretation Bulletins: See list at end of s. 126. 


(5) Foreign tax — A tax paid to the government of 
a country other than Canada or to the government of 
a state, province or other political subdivision of 
such a country may, subject to prescribed conditions, 
be deemed, for the purposes of this Act, to be an in- 
come or profits tax paid to the government’ of that 
country. 

Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


Pre-RSC History: Subsecs. 126(4), (5) substituted by 1973-74, c. 
14, subsec. 39(3), applicable to 1972 et.seq..' 


S. 126(7) bus 


Regulations: No prescribed conditions at present. Regulations 
prescribing conditions were revoked effective 1972. 


Interpretation Bulletins: See list at-end of s. 126. 


(5.1) Deductions for specified capital gains — 
Where in a taxation year an individual has claimed a 
deduction under section 110.6 in computing the indi- 
vidual’s taxable income for the year, for the pur- 
poses of this section the individual shall be deemed 
to have claimed the deduction under section 110.6 in 
respect of such taxable capital gains or portion 
thereof as the individual may specify in the individ- 
ual’s return of income required to be filed pursuant 
to section 150 for the year or, where the individual 
has failed to.so specify, in respect of such taxable 
capital gains as the Minister may rel in respect 
of the taxpayer for the year. 


Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


Pre-RSC History: Subsec. 126(5.1) added by 1986, c. 6, subsec. 
70(5), applicable to 1985 et seq. 


Interpretation Bulletins: IT-395R: Foreign tax credit — foreign- 
source capital gains and losses. See also list at end of s. 126. 


(6) Construction of subsecs. (1) and (2) — For 
greater certainty, where a taxpayer’s income for a 
taxation year is in whole or in part from sources in 
more than one country other than Canada, subsec- 
tions (1) and (2) shall be read as providing for sepa- 
rate deductions in respect of each of the countries 
other than Canada. 

Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


Interpretation Bulletins: See list at end of s. 126. 
(7) Definitions — In this section, 


‘“‘business-income tax” paid by a taxpayer for. a tax- 
ation year in respect of businesses carried on by the 
taxpayer in a country other than Canada (in this defi- 
nition referred to as the “business country”) means 
such portion of any income or profits tax paid by the 
taxpayer for the year to the government of any coun- 
try other than Canada or to the government of a 
state, province or other political subdivision of any 
such country as can reasonably be regarded as tax in 
respect of the income of the taxpayer from any busi- 
ness carried on by the taxpayer in the business coun- 
try, but does not include a tax, or the portion of a tax, 
that can reasonably be regarded as relating to an 
amount that 


(a) any other person or partnership has received 
or is entitled to receive from that government, or 


(b). was deductible. under subparagraph 
110(1)(f)G) in computing the taxpayer’s taxable 
income for the year; . 
Related Provisions: 104(22.3) — Deduction in computing non- 
business-income tax of trust; 126(4) — Portion of foreign tax not 
included; 126(5) — Foreign tax. See additional Related provisions 
and Definitions at end of s. 126. 


History: The definition “‘business-income tax” in subsec.. 126(7) 
substituted by 1994, c..7, Sch. II (1991, c. 49), subsec. 103(2), ap- 
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plicable to taxation years ending after July 13, 1990. That definition 
formerly read: 


“business-income tax” paid by a taxpayer for a taxation ‘year 
in respect of businesses carried on by the taxpayer in a coun- 
try other than Canada (in this definition referred to as the 
“business country”) means such portion of any income or 
profits tax paid by the taxpayer for the year to the government 
of a country other than Canada or to the government of a 
state, province or other political subdivision of such a country 
as may reasonably be regarded as tax in respect of the income 
of the taxpayer from any business carried on by the taxpayer 
in the business country, but does not include a tax, or the por- 
tion of a tax, that may reasonably be regarded as relating to 
an amount that any other person or partnership has received 
or is entitled to receive from that government; 


Pre-RSC History: The definition “business-income tax” 
para. 126(7)(a). 


See at the end of subsec. 126(7). 
Interpretation Bulletins: IT-201R2: Foreign’ tax credit — trust 
and beneficiaries; IT-506: Foreign income taxes as a deduction from 


income; IT-520: Unused foreign tax credits —carryforward and 
carryback. 


was 


“foreign-tax carryover [para. 126(7)(b)]” — [Re- 


pealed under former Act] 


“non-business-income tax’ paid by a taxpayer for a 
taxation year to the government of a country other 
than Canada means such portion of any income or 
profits tax paid by the taxpayer for the year to the 
government of that country, or to the government of 
a state, province or other political subdivision of that 
country, as 


(a) was not included in computing the bak lhick’ S 
business-income tax for the year in respect of any 
business carried on by the taxpayer in any coun- 
try other than Canada, 


(b) was not deductible by virtue of subsection 
20(11) in computing the taxpayer’s income for 
the year, and 

(c) was not deducted by virtue of subsection 
20(12) in computing the taxpayer’s income for 
the year, 


but does not include a tax, or the portion ofa tax, 
(c.1) that is in respect of an amount deducted be+ 


cause of subsection 104(22.3) in computing the | 


taxpayer’s business-income tax, 


(d) that would not have.been payable had the tax- 
payer not been a citizen of that country and that 
cannot reasonably be regarded as attributable to 
income from a source outside Canada, 


(e) that may reasonably be regarded as relating to 
an amount that any other person or partnership 
has received or is entitled to receive from that 
government, 


(f) that, where the taxpayer deducted an, amount 
under subsection 122.3(1) from the taxpayer’s tax 
otherwise payable under this Part for the year, 
may reasonably be regarded as attributable to: the 
taxpayer's income from employment to the extent 
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of the lesser of the amounts determined in respect 
thereof under paragraphs 122. 3(1)(c) and (d) for 
the year, 


(g) that can reasonably be attributed to a taxable 
capital gain or a. portion thereof in. respect of 
which the taxpayer or a spouse. of: the taxpayer 
has claimed a deduction under section 110.6, 


(h) that may reasonably be regarded as attributa- 
ble to any amount received or receivable by the 
taxpayer in respect of a loan for the period in the 
year during which it was an,eligible loan (within 
the meaning assigned by subsection 33.1(1)), or 


(i) that can reasonably be regarded as-relating to 
an amount that was deductible under subpara- 
graph 110(1)()(@) in computing the taxpayer’s 
taxable income for the year; 
Related Provisions: 4(1)—JIncome or loss from a source: 
104(22.3) — Deduction in computing non-business-income tax of 
trust; 252(4)(a), — Extended meaning of “spouse”; Canada-U.S. 
Tax Treaty Art. XXIX B:6 — U.S. estate tax allowed for foreign tax 


credit purposes. See additional Related provisions and Definitions at 
end of s. 126. 


History: Para. (g) of the definition “non-business-income tax” in 
subsec. 126(7) amended by 1995,'c. 3, subsec. iin applicable to 
1994 et seq. Para: (g) formerly read: 


g) that may reasonably be attributed to a taxable capital gain 
or a portion thereof in respect of which the taxpayer has. 
claimed a deduction for the year under section 110.6; 


Para. (c.1) of the definition “non-business-income tax” in subsec. 
126(7) added by 1994, c. 21, subsec. 60(6), applicable to taxation 
years ending after November 12, 1981. 


Para. (i) of “non-business-income tax” added by 1994 c. 7, Schr, I 
(1991, c. 49), subsec. 103(3), applicable to taxation ven ending 
after July 13, 1990. 


Pre-RSC History: The definition “non-business- -income. tax: was 
para. 126(7)(c). See Table of Concordance. 


See at the end of subsec. 126(7). 


Selected Cases [subsec. 126(7)“non-business-income 
tax”); The Queen v. Hoffman, [1985] 2.C.T.C. 347 (FCTD) 
(Amounts withheld from income of U.S. citizen working in Canada 
not deductible as foreign non-business income tax). 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries; IT-395R: Foreign tax. credit — foreign-source 
capital gains and losses; IT-506: Foreign income taxes as a deduc- 
tion from income. See also list at end of-s. 126. 


“tax for the year otherwise payable under this 
Part’ means 


(a) in paragraph (1)(b) and subsection «(3), the 
amount determined by the formula 


A-B 

where 

A is the amount that would be the tax payable 
under this Part for the year if that tax were de- 
termined without reference to sections 120.1 
and 120.3 and before making any deduction 
under any of sections 121, 122.3, 125 to 127 
and 127.2 to 127.41, and 


B is the amount, if any, deemed by subsection 
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120(2) to have been paid on account of tax 
payable under this Part, 


(b) in subparagraph (2)(c)(i) and ee. 
(2.2)(b), the tax for the year payable under this 
Part (determined without reference to sections 
120.1,. 120.3..and 123.3,.and. before making any 
deduction under any of sections 121, 122.3, 124 
to 127-and 127.2 to 127.41), and. 


(c) in subsection (2.1), the tax for the year paya-' 
ble under this Part (determined without reference 


to subsection’ 120(1) and sections 120.1, 120.3 
and 123.3 and before making any deduction 
under any of sections 121, 122.3, 124 to 127 and 
B42/.2 to 127-41); 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. See additional Related provisions and Definitions at end of, s. 
126. 


‘History: Paras. (b) and (c) of the definition “tax for the year other- 
wise payable under this Part” in subsec. 126(7) amended by 1996, c. 
21, s. 29, applicable to taxation years that end after June 1995. Pa- 
ras. (b) and (c) formerly read: 


(b) in subparagraph (2)(c)(i) and paragraph (2. 3)(b), the tax 
for the year payable under this Part (determined without ref- 
erence to sections 120.1 and 120.3 and before making any 
deduction under any of sections 121, 122.3, 124 to 127 and 
127.2 to 127.41), and 


(c) in subsection (2.1), the tax for tines year payable under this 
Part (determined without reference to subsection 120(1) and 
sections 120.1 and 120.3 and before making any deduction 
under any of sections 121, 122.3, 124 to 127 and 127. 2 to 
127.41); 


The definition “tax for the year otherwise payable under this Part” 
in subsec. 126(7) amended by 1995, c. 3, subsec. 36(1), applicable 
to taxation years that end after February 22, 1994. The definition 
formerly read: 


“tax for the year otherwise payable under this Part’ means 


(a) in paragraph (1)(b) and subsection = the amount de- 
termined by the formula 


A-B 
where 


A is the amount that would be the tax payable under 
_ this Part for the year if, that tax were determined 
without reference to. sections 120.1 and 120.3 of this 
Act and paragraph 123(1)(b).of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
as it read in its application to taxation years begin- 
ning before December 22, 1989, and before making 
any deduction under any of sections 121, 122.3, 125 

to 127 and 127.2 to 127.4, and 


B. is the amount, if any, deemed by subsection 120(2) 
to been. paid on account.of tax aver under this 
Part for the year, 


(b) in subparagraph (2)(c)(@) and nip ores (2.2)(b), the 
tax for the year payable under this Part (determined with- 
out reference to sections 120.1 and 120.3 of this. Act and 
paragraph, 123(1)(b) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, as it read in its 
application to taxation years beginning before December 
22, 1989, and before making any deduction under any of 
sections: 121, 122.3, 124 to 127 and 127.2;to 127.4), and 


(c) in subsection (2.1), the tax for the year payable under 
this Part (determined without reference to subsection 
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120(1) and sections 120.1 and 120.3 of this Act and para- 
“graph 123(1)(b):of the Income .Tax, Act, chapter 148>0f ..«; 
the Revised Statutes: of Canada, 1952, as it read in its ap- 
plication to taxation years beginning before December 
22, 1989, and before making any deduction under any of 
sections 121, 122.3, 124 to 127 and 127.2 to 127.4); 


The description of A in para. (a), and paras. (b), (c) of “tax for the 
year...” in subsec. 126(7) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsecs. 103(4), (5), to add, in each, reference 'to s. 120.3 and 
“as it read in its application to taxation years beginning before De- 
cember 22, 1989”, applicable to 1990 et.seq. 


Pre-RSC History: The definition “tax for the year .. 
126(7)(d). The pre-R.S.C. version read: 


(d) “tax for the year otherwise Abhi under this: Part” 
means 


* was para. 


(i) in paragraph (1)(b) and subsection (3), the amount, if 

any, by which | 
(A) the amount that would be the tax payable under 
this Part for the year if that tax were determined 
without reference to ‘section 120.1 and paragraph 
123(1)(b) and before making any deduction under 
any of sections 121, 122;3, 125 to 127 and 127:2 to + 
127.4 


exceeds 


(B) the amount, if any, deemed by subsection 120(2) 

to have been paid on account of tax payable under 

this Part for the year, , : 
(ii) in. subparagraph (2)(c)(i).and paragraph (2.2)(b), the 
tax for the year payable under. this. Part (determined 
without reference to section 120.1 and paragraph 
123(1)(b) and before making any deduction under any of 
sections 121, 122.3, 124 to 127 and 127.2 to 127. 4), and 


(iii) in subsection (2.1), the tax. for the.year payable 

. under this Part (determined without reference to subsec- 
tion 120(1), section 120.1 and paragraph 123(1)(b) and 
before. making any deduction under any of sections 121, 
ORS: 124 to 127 and 127.2 to. 127.4); and 


See at the end my subsec. 126(7). 


1.T. Application Rules: 69 (meaning of “Income Tax Act,'chapter 
148 of the Revised Statutes of Canada, 1952”). 


“unused foreign tax credit” of a taxpayer in respect 
of a country for a taxation year means the amount 
determined by the formula 


Fn OO 2 le so 8 
where 


A is the Gi sieNs oie tax paid by the taxpayer 
for the year in respect of businesses carried on by 
the taxpayer in that country, 


B isthe amount; if any, deductible under Le 
(2) in respect of that country in computing: the 
taxpayer’s tax payable under this Part for the 
year, and 


C_ is that portion of business income tax paid by the 
taxpayer for the year in respect of businesses car- 
ried on by the taxpayer in that country that may 
reasonably be considered to have been deducted 
in computing the taxpayer’s tax PAYADIE under 
Part I.1 for the year. | 


Related Provisions: 257 — Formula cannot calculate to 9855 than 
zero. See additional Relatéd provisions and Definitions at end of s. 
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Pre-RSC History: The definition “unused foreign tax credit” was 
para. 126(7)(e). The pre-R.S.C. version read: 


(e) “unused foreign tax credit” of a taxpayer in respect of a 
country for a taxation year means the amount, if any, by 
which 


(i) the business-income tax paid by him for the year in 
respect of businesses carried on by him in that country 


exceeds the aggregate of 


(ii) the amount, if any, deductible under subsection (2) in 
respect of that country in computing his tax payable 
under this Part for the year, and 


(iti) that portion of business income tax paid by him for 
the year in respect of businesses carried on by him in that 
country that may reasonably be considered to have been 
deducted in computing his tax payable under Part I.1 for 
the year. 


See below. 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. 


Pre-RSC History [subsec. 126(7)]: Subpara. 126(7)(d)(i) sub- 
stituted, and 126(7)(d)(ii) and (iii) amended to substitute in each 
“the tax for the year payable under this Part (determined without 
reference to section 120.1 and paragraph 123(1)(b)” for “the tax for 
the taxation year payable under this Part (determined without refer- 
ence to section 120.1 and paragraphs 123(1)(b), (c) and (d)” by 
1988, c. 55, subsec. 105(4) applicable to 1987 et seq., except that in 
their application to taxation years ending after 1986 and commenc- 
ing before July 1988, subparas. 126(7)(d)(i) to (iii) shall be read as 
follows: 


(i) in paragraph (1)(b) and subsection (3), the amount, if any, 
by which 


(A) the amount that would be that tax payable under this 
Part for the year if that tax were determined without ref- 
erence to section 120.1 and paragraph 123(1)(b), before 
making any deduction under any of sections 121, 122.3, 
125 to 127 and 127.2 to 127.4 and as if the lesser of the 
amounts determined under clauses 123(1)(a)(iv)(A) and 
(B) were the amount taxable (within the meaning as- 
signed by subsection 123(1)) for the year 


exceeds 


(B) the amount, if any, deemed by subsection 120(2) to 
have been paid on account of tax payable under this Part 
for the year, 


(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the year payable under this Part (determined without ref- 
erence to section 120.1, subparagraphs 123(1)(a)(iv), (v) and 
_(vi) and paragraph 123(1)(b) and before making any deduc- 
tion under any of sections 121, 122.3, 124 to 127 and 127.2 to 
127.4), and 


(iii) in subsection (2.1) the tax for the year payable under this 
Part (determined without reference to subsection 120(1), sec- 
tion 120.1, subparagraphs 123(1)(a)(iv), (v) and (vi) and para- 
graph 123(1)(b) and before making any deduction under any 
of sections 121, 122.3, 124 to 127 and 127.2 to 127.4); and 


Subpara. 126(7)(d)(i) formerly read: 


(i) in paragraph (1)(b) and subsection (3), the amount, if any, 

by which 
(A) the amount that would be the tax payable under this 
Part for the year if that tax were determined without ref- 
erence to section 120.1 and paragraph 123(1)(b), before 
making any deduction under any of sections 121, 122.3, 
125 to 127 and 127.2 to 127.4 and as if the lesser of the 
amounts determined under subparagraphs 123(1)(c)(i) 
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and (ii) were the amount taxable (within the meaning as- 
signed by subsection 123(1)) for the year and subsection 
124(1) were read without reference to the words “in a 
province” therein 


exceeds 


~ (B) the amount, if any, deémed by subsection 120(2) to 
have been paid on account of tax payable under this Part 
for the year, 


Subpara. 126(7)(c)(viii) added by 1987, c. 46, subsec. 45(3), appli- 
cable with respect to taxation years commencing after December 
17,,1987. 


Subparas. 126(7)(c)(vi) and (d)(i) to (iii) substituted by 1986, c. 55, 
subsecs. 47(3), (4); subpara. 126(7)(c)(vi) applicable to taxation 
years commencing after 1985. and subparas. 126(7)(d)(i) to (iii) ap- 
plicable to 1987 et seg. Subparas. 126(7)(c)(vi) and (d)(i) to (iii) 
formerly read: 


(vi) that may reasonably be regarded as attributable to the 
taxpayer’s income from employment to the extent of the 
lesser of the amounts determined in respect thereof under 
paragraphs 122.3(1)(c) and (d) for the year; or 


(i) in paragraph (1)(b) and subsection (3), the amount, if any, 
by which the tax for the taxation year otherwise payable 
under this Part before making any addition under section 
120.1 and any deduction under any of sections 120.1, 121, 
122.3, 125 to 127 and 127.2 to 127.4 exceeds the amount, if 
any, deemed by virtue of subsection 120(2) to have been paid 
on account of tax under this Part for the year, 


(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the taxation year otherwise payable under this Part before 
making any addition under section 120.1 and any deduction 
under any of sections 120.1, 121, 122.3, 124 to 127 and 127.2 
to 127.4, and 


(ili) in subsection (2.1), the tax for the taxation year otherwise 
payable under this Part before making any addition under 
subsection 120(1) or section 120.1 and any deduction under 
any of sections 120.1, 121, 122.3, 124 to 127 and 127.2 to 
127.4; and 


All that portion of para. 126(7)(e) following subpara. (i) amended to 
substitute “exceeds the aggregate of” for “exceeds” and to add sub- 
para. 126(7)(e)(ii1) by 1986, c. 55, subsec. 47(5), applicable to 1986 
et seq. 


Subpara. 126(7)(c)(vii) added by 1986, c. 6, subsec. 70(6), applica- 
ble to’ 1985 et seq. 


Subparas. 126(7)(d)(i) to (iii) amended by 1986, c. 6, subsec. 70(7), 
applicable to 1985 et seq., to substitute, at the beginning of subpara. 
(i), reference to subsection (3) for one to paragraph (3)(b), and 
“127.2 to 127.4” for “127.2 and 127.3” in each of subparas. (i) to 
(iii). 

Para. 126(7)(b) repealed and para. 126(7)(e) added by 1984, c. 45, 
subsecs. 42(5), (6). The repeal of para. 126(7)(b) is applicable to 
1984 et seq. and para. 126(7)(e) is applicable to the computation of 
tax for 1984 et seq., except that the unused foreign tax credit for the 
1983 and preceding taxation years shall be reduced by any amount 
in respect thereof that may reasonably be regarded as having been 
claimed for any of those years under paragraph 126(2)(a) in’ respect 
of a foreign tax: carryover. Para. 126(7)(b) formerly read: 


(b) “foreign-tax carryover” — “foreign-tax carryover” of a 
taxpayer in respect of a country for a taxation yéar means the 
lesser of 

(i) the amount, if any, by which 


(A) the amount determined under paragraph (2)(a) in 
respect of the taxpayer for the immediately preceding 
taxation year in respect of that country, 
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exceeds 


(B) the amount deducted in the immediately preced- 
ing taxation year in respect of that country under 
subsection (2) by the taxpayer from the tax for that 
year otherwise payable under this Part by him, and 


(ii) the aggregate of all amounts each of-which is afi 
amount in respect of one of the 5 immediately preceding 
taxation years, equal to the amount, if any, by which 


(A) the business-income tax paid by him for the: year 
in respect of businesses carried on by oh in_ that 
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year otherwise payable under this Part before making.any de- 
duction under any of sections 121 and 125 to.127, 


(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the taxation year otherwise payable under this Part before 
making any deduction under subsection 120(2), section 121 
or any of sections 124 to:127 or by virtue of section 30 of the 
Federal-Provincial, Fiscal Arrangements and Established 
Programs Financing Act, 1977, and 


(iii) in subsection (2.1), the tax for the taxation year otherwise 
payable under this Part before making any addition under 


subsection 120(1) or any deduction under subsection 120(2), 
section 121 or any of sections 124 to 127 or by virtue of sec- 
tion 30 of the Federal-Provincial Fiscal Arrangements and 
Established Programs Financing Act, 1977. 


Subparas. 126(7)(d)(ii), (iti) were substituted by 1980-81-82-83, c. 
47, subsec. 24(2), applicable to 1978. et seq. Subparas. 126(7)(d)(ai), 
_ (iii) formerly read: 


country 
“exceeds 


(B) the amount deducted in respect of that country : 
under subsection (2) by him from the tax for the year: 
otherwise payable under this Part by him; . . 


Subpara. 126(7)(c)(vi) added and para. 126(7)(d) substituted by 
1984, c. 1, subsecs. 71(4) and (5). Subpara. (c)(vi) applicable to 
1984 et seg. and para. (d) applicable to 1982 et seg. 


Para. 126(7)(a), subparas. 126(7)(d)() to (iii), and all that portion of 
_ subpara. 126(7)(c) following subpara. (iii) substituted, and subparas. 
126(7)(c)(iv) and (v) added, by 1980-81-82-83, c. 140, subsecs. 
88(3) to (5). Para. 126(7)(a) and the portion of para. 126(7)(c) fol- 
lowing subpara: (iii) and subparas. 126(7)(c)(iv) and (v), are appli- 
cable to taxation years commencing after November 12, 1981. Sub- 
paras. 126(7)(d)() to (iii) are applicable to the 1982 and ‘subsequent 
taxation years: The provisions of subsec. 126(7) formerly read as 
follows: 


~ (ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the taxation year otherwise payable under this Part before 

. making any deduction under subsection 120(2) or section 
121, or any of sections 124 to 127 or by virtue of section 6 of 
the Established Programs (Interim Arrangements) Act, and 


(iii) in subsection (2.1), the tax for the taxation year otherwise 
payable under this Part before making any addition under 
subsection 120(1) or any deduction under subsection 120(2), 
section’ 121 or any. of sections 124 to 127 or by virtue of sec- 
tion 6 of the Established 9 Pigag eats poke Arrangements) 


— (Acts 
(a) “business: -income tax” paid by. a taxpayer for a taxation Subpara. 126(7)(c)(iii) added by 1977-78, c. 32, s. 33, applicable to 
year in respect of businesses carried on by him in a country 1978 et seq. 


other than Canada (in this paragraph referred to as the “busi- 
ness country”) means such portion of any income or profits 
tax paid by him for the year to the government of any country 
other than Canada or to the government of a state, province or 
other political subdivision of any such country as may reason- 
ably be regarded as tax in respect of the income of the tax- 
payer from any business carried on by him in the business 
country; 


Subpara. 126(7)(d)QG). substituted by 1976-77, C. 4, subsec. 51(3), 
applicable to 1976 et seg. Subpara. 126(7)(d)(G) formerly read: 


(i) in paragraphs (1)(b) and (3)(b), the tax for the taxation 
year otherwise payable under this Part before making any de- 
duction under section 121, subsection 124(2) or (2.1) or any 
of sections 125 to 127, and 


All.that portion of para. 126(7)(c) following subpara. (i) and sub- 
paras. 126(7)(d)(i) and (ii) substituted by 1974-75-76, c..26, sub- 
secs. 83(4), (5), applicable to 1974 et seg. That. portion of para. 


but does not include the portion of any tax that would not 


have been payable had the taxpayer not been a citizen.of that 
country and that cannot reasonably be regarded as attributable 
to income from a source outside Canada; and 


(i) in paragraphs (1)(b) and (3)(b), the amount, if any, by 
which the tax for the taxation year otherwise payable 
under this Part before making any deduction.under any of 
sections 121 and 125 to 127 exceeds the amount, if any, 
deemed by virtue of subsection 120(2) to have been paid 
‘on account of tax under this Part for the year, 
(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the 
tax for the taxation year otherwise payable under this Part | 
before making any deduction under section 121 or any of 
~ sections 124 to 127, and 
(iii) in subsection (2.1), the tax for the taxation year oth- 
erwise payable under this Part before making any addi- 
tion undér subsection 120(1) or any’ deduction under sec- 
tion 121 or any of sections 124 to 127. 
Subparas. 126(7)(c)(iii), (d)(G)—(iii) substituted by 1980-81- 82-83, 
c. 48, subsecs. 72(1), (2), applicable to 1980 et seg. Subparas. 
126(7)(c)(iii), (d)(i)-Giii) formerly. read: 
(iii) was not deducted by virtue of subsection 20(12) in com- 
puting the taxpayer’s income for the year; and 


(i) in paragraphs: (1)(b) and (3)(b), the tax for that ‘taxation 
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126(7)(c) and subparas. 126(7)(d)(i) and Gi) formerly read: 


(ii) was not deductible by virtue of subsection 20(11) in 
computing the taxpayer’s income for the year; 


plus such additional amounts as may be prescribed in respect 
of income or profits tax paid to the government of that coun- 
try on a dividend received by ‘the sc or by a foreign |. 
affiliate of the taxpayer; and 


(i) in paragraphs (1)(b) and (3)(b), the tax for the taxation 


year otherwise payable under this Part before making any de- 
duction under section 121, subsection 124(2) or any of sec- 
tions 125’ to 127, and 


(ii) in subparagraph (2)(c)(i), the tax for the taxation year oth- 
erwise payable under this Part before making any deduction 
under subsection 120(2) or section 121, or any of sections 
124 to 127 or by virtue of section 6 of the Established Pro- 
grams (Interim Arrangements) Act, and 


Para. 126(7)(a) and subpara. 126(7)(c)(ii) substituted by 1973-74, c. 
30, subsecs. 18(1), (2), applicable to 1973 et seq. Para. eta fay 
and subpara. 126(7)(c)(ii) formerly read: 


(a) “business-income tax” paid by a taxpayer for a taxation 
year in respect of businesses carried on by him in a country 
other than Canada (in this paragraph referred to as the “busi- 
ness country”) means such portion of any income or profits 
tax paid by him for the year to the government of any country 
other than Canada*or:to a state, province or other political 
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subdivision of any such country as but does not include a tax, 
or the portion of a tax, that may reasonably be regarded as 
relating to an amount that 


(i) may reasonably be regarded as tax in respect of the 
income of the taxpayer from-any business carried on by 
him in the business country, or 


(ii) was not deductible by virtue of subsection 20(12) in 
computing the taxpayer’s income for the year; 


(ii) was not deductible by virtue of subsection 8(9) or subsec- 
tion 20(11) or (12)-in computing the taxpayer’s income for 
the year 


Subpara. 126(7)(d)(i) substituted by 1973-74; c. 29, s. 2; applicable 
to 1973 et seq. Subpara. 126(7)(d)(i) formerly read: 


(i) in paragraph (1)(b) and.subsection (3), the tax for the taxa- 
tion year otherwise payable under this Part before making any 
deduction, under any of section 121, subsection .124(2), sec- 
tion 125, section 127 or this section, 


Cls.. 126(7)(b)(i)(B), (ii)(B), subpara. 126(7)(d)(ii) substituted, sub- 
para. 126(7)(d)(iii) added by 1973-74, c. 14, subsecs. 39(4)-(6), ap- 
plicable to 1972 et: seq: 


Related Provisions [s. 126]: 4(3)— Whether deductions are 
applicable to a particular source; 60(0)(iii) — Deduction for legal 
expenses in appealing assessment of tax deducted under s. 126; 
80.1(2) — Election re interest for expropriation assets required; 
87(2.11) — Vertical amalgamations; 104(22)-(22.4) — Trusts — 
allocation of foreign-source income to beneficiaries; 127.54(2) — 
Minimum. tax — foreign tax credit; 180.1(1.1) — Foreign tax credit 
on individual surtax; 258(3) — Deemed interest on term preferred 
share; 258(5) — Deemed interest on certain shares; Canada—U.S. 
tax treaty, Art. XXIV — Elimination of double taxation. 
Selected Cases [s. 126]: Taylor v. Canada, [1991] 1 C.T.C. 304 
(FCA) (No carryforward of “non- capital loss of ae a. in- 
curred during non-residency). 

Definitions [s. 126]: “amount”, “business” — 248(1); “business- 
income tax” — 126(7); “Canada” — 255; “corporation” — 248(1), 
Interpretation Act 35(1); “employment” — 248(1); “foreign affili- 


ate” —95(1), 248(1); “individual” — 248(1); “non-business-in- 
come tax” — 126(7); “office”, “person”, “prescribed” — 248(1); 
“resident in Canada” — 250; “share” — 248(1); “spouse” — 


252(4)(a); 


” 


“tax for the year otherwise payable” — 126(7); “tax pay- 
“taxable capital gain” — 38(a), 248(1); “taxable 
income” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “unused foreign tax credit” — 126(7). 


I.T. Application Rules [s. 126]: 40(1), (2). - 


Interpretation Bulletins [s. 126]: IT-183: Foreign tax credit — 
member of a partnership; IT-193 SR: Taxable income of individuals 
resident in Canada during part of a year (Special Release); IT-194: 
Foreign tax credit — part-time residents; IT-201R2: Foreign tax 
credit — trust and beneficiaries; IT-270R2: Foreign tax credit and 
deduction; IT-497R3: Overseas employment tax credit. 


I.T.. Technical News: No. 8 (treatment of United States unitary 
state taxes). 


126.1 (1) Definitions — In this section, 


“1992 cumulative premium base” of an employer 
on any particular day means the total of all qualify- 
ing employer premiums. of the employer for the pe- 
riod beginning on January 1, 1992 and ending on the 
day that is 365 days earlier than the particular day 
that became payable on or before the last day of that 
period; 


“1992 premium base” of an employer means the to- 
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tal of all qualifying employer premiums for 1992 of 
the employer; 


1993 cumulative premium base” of an employer 
on any particular day means the total of all qualify- 
ing employer premiums of the employer for the pe- 
riod beginning on January 1, 1993 and ending on the 
particular day that became payable on or before the 
last day: of that period; 


1993 premium base” of an employer means the to- 
tal of all qualifying employer premiums for 1993 of 
the employer; 


“employer” at any time means any person or part- 
nership (other than a person who at that time is ex- 
empt because of any of paragraphs 149(1)(a) to (d), 
(h.1), (0) to (0.2), (0.4) to (s) and (u) to (y) from tax 
under this Part on all or part of the person’s taxable 
income) that has a qualifying employee in 1992 or 


Ios. 


“qualifying employee” of an employer means, 


(a) where the employer is not exempt because of 
_ Subsection 149(1) from tax under this Part on all 
or part of the employer’s taxable income, 


(i) any employee of the employer, other than 
any employee whose remuneration is not de- 
ductible in computing income from a business 
or property, and 


(11) any person in respect of whom the em- 
ployer is deemed under any regulation under 
the Unemployment Insurance Act to be an em- 
ployer for the purpose of determining an em- 
ployer’s UI premium, and 


(b) in any other case, any employee of the 
employer; 


“qualifying employer premium” for a period of an 
employer means that portion of the employer’s UI 
premium that can reasonably be attributed to the re- 
muneration paid in the period to qualifying employ- 
ees of the employer; 


“remittance date” for 1993 of an einarilowek means 
the day prescribed under the Unemployment Insur- 
ance Act on or before which the employer is required 
to remit a UI premium in respect of remuneration 
paid in 1993; 


“UI premium” of an employer means a premium 
under subsection 51(2) of the Unemployment Insur- 
ance Act payable, 


(a) where the employer isa partnership, by the 
members of the partnership in respect of remu- 
neration paid by the partnership to employees of 
the partnership, and 


(b) in any other case, by the employer. 
(2) Associated employers — For the purposes of 
this section, 

(a) employers that are corporations that are asso- 
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ciated with eachother at any time’ shall be 


deemed to be employers that ‘are associated with 


~-each other at that time; and 
_(b) where 2 employers 


(i) would, but for this paragraph, not be asso- 


ciated with each other at any time, cand. 


(ii) are associated, or are deemed by this ihe 
‘section to be associated, watla another sac 
tion at that, time, 


they shall be deemed to be associated with re 
other at that times 


Related Provisions: 126.1(3)— ‘Rules for individuals‘:and 
partnerships. 820 


(3) Idem — In determining for the purpose of this 
section whether 2 or more employers are. associated 
with each other at any. time, and in determining 
whether anemployer is. at any time a‘specified em- 
ployer in relation to another employer, . 
(a) where an employer at any.,time is an individ- 
ual, the employer shall be deemed at that time to 
be a corporation all the issued shares of the capi- 
tal stock of which, having full voting rights under 
all circumstances, are owned by’ the*individual; 
» and fren af 


(b) where an- - employer at ‘any time is a 
partnership, 


(i) the employer’ shall Be dechind at that time 
to be a corporation having one’class of issued 
shares, which shares have full voting rights 
under all circumstances, and; . 

(ii) each member of the partnership shall be 
deemed to own at that time the greatest pro- 
portion of the number of issued shares of the 
capital stock of the corporation that 


(A) the member’s share of the income or 
loss of the partnership from any source for 
the fiscal period of the PAAR SHAS? that in- 
cludes that time - 
is of | 
(B) the income or loss’ of the partnership 
from that source for that period 
and. for the purpose of this paragraph, where 
the income and loss of the partnership from 
any source for that period are nil, that propor- 
tion shall be computed as if the partnership 


had income from that source for that period in 
the amount of $1,000,000. 


(4) Business. carried on.by another em- 
ployer — Where. at any time before 1994 an em- 
ployer (referred to in this subsection and subsection 
(5) as the “successor’) Carries on, as a separate busi- 
ness or as part of another business, a business or part 
of a business that was carried on at any earlier time 
after 1991 by a specified employer in relation to the 
successor (which business’ or part of a'business is re- 
ferred to'in this subsection as. the “specified busi- 
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ness”), in determining 

(a) the UI premium tax credit of the specified em- 
ployer and the successor, and 
(b) each amount that is or would, but for subsec- 
tion (13),:be deemed by subsection (12) to be 

. paid to the specified employer or’the successor at 
any time after the successor ice to carry on the 
specified, business, : 


that portion of the qualifying daplo ter premiums for 
any period of the specified employer that can reason- 
ably be considered to.relate to. the specified business 
shall be.deemed. not to. be, qualifying employer pre- 
miums for the period of the specified employer and 
to be qualifying employer premiums aus the period 
of the successor. : 


(5) Definition of “specified employer” — For 
the purposes of subsection (4), “specified employer’ 


at any time in. relation to a successor means any pat- 


ticular employer with whom the successor at that 
time is not or would not be dealing at arm’ S length if, 


(a), where the particular employer: ceased to exist 
before that time, the particular employer were in 
existence at,that time, and 


(b) the particular employer were comtroliidis at that 
time by each person or group of persons who: at 
any time in 1992 or 13? controlled. the particular 
employer, : 
except that a particular ipl is not a specified 
employer 1 in relation to a successor where the succes- 
sor is, for the purposes of this: section, deemed by 
paragraph 87(2)(mm) or 88(1)(e.2) to be a continua- 
tion of, and the same /Sorpor anion as, the particular 
employer. 


(6) Ul premium tax credit — Where an employer 
(other than a partnership) files with the Minister a 
prescribed form containing prescribed information, 
an overpayment on account of the employer’s liabil- 
ity under this Part for the employer’s last taxation 
year beginning before: 1994 equal to the employer’s 
UL premium tax credit shall be.deemed to have 
arisen on the later of March 1),1994 and the day on 
which the form is so-filed: ) 

Related Provisions: 87(2)(mm) —Amalgamations — continu- 
ing corporation; 126.1(11) — UI premium tax: credit — associated 
employers; 152(1.2) — Provisions applicable to determination of 


| overpayment; 152(3.4), (3.5) — Determination. of ‘credit ee Minis- 


ter; 164(1.6)— Refund of credit by Minister. 
Forms: 93-098: Claim for UI premium tax’ credit. 


(7) Idem — Where a member of a partnership, act- 
ing on behalf of all of the members of the partner- 


| ship, files with the Minister a prescribed. form. con- 


taining prescribed information, an overpayment on 
account of each taxpayer’s -liability’tnder this Part 
for the taxpayer’s last taxation year beginning before 
1994 equal to that portion of the partnership’s UI 


| premium tax credit that can reasonably be consid- 
| ered to be the taxpayer’s share thereof shall be 
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deemed to have arisen on the later of March 1, 1994 
and the day on which the form is so filed. 


Related Provisions: 152(3.4), (3.5) — Determination of credit 
by Minister; 164(1.6) — Refund of credit by Minister. 


(8) Definition of “Ul premium tax credit” — 
For the purposes: of this section, an employer’s “UI 
premium tax credit” is the lesser of 


(a) the amount, if any, by which $30,000 exceeds 
the amount, if any, by which the employer’s.1992 
premium base exceeds $30,000, and 


(b) the amount, if any, by which the employer’s 
1993 premium base exceeds the employer’s 1992 
premium base, 


unless the employer is associated at the end of 1993 
with any other employer, in which case, subject to 
subsection (11), the employer’s UI premium tax. 
credit is nil. . 


(9) Allocation by associated employers — An 
employer that is a member of a group of employers 
that are associated with each other at the end of 1993 
(referred to in this subsection and in subsections (10) 
and (11) as “associated employers”) may file with 
the Minister an agreement in prescribed form on be- 
half of the associated employers allocating among 
them an amount not exceeding the lesser of 


(a) the amount, if any, by which $30,000 exceeds 
the amount, if any, by which the total of the 1992 
premium bases of all of the associated employers 
exceeds $30,000, and 


(b) the amount, if any, by which 


(i) the total of the 1993 premium bases of all 
of the associated employers 


exceeds 


(ii) the total of the 1992 premium bases of all 
of the associated employers. 


(10) Allocation by the Minister — The Minister 
may request any of the associated employers to file 
with the Minister an agreement referred to in subsec- 
tion (9) and, where the employer does not file the 
agreement within 30 days after receiving the request, 
the Minister may allocate among them an amount 
not exceeding the lesser of the amounts determined 
under paragraphs (9)(a) and (b). 


(11) Ul premium tax credit — associated em- 
ployers — For the purposes of this section, the 
least amount allocated to an associated employer 
under an agreement described in subsection (9) or 
the amount allocated to the employer by the Minister 
under subsection (10), as the case may be, is the UI 
premium tax credit of the employer. 


(12) Prepayment of Ul premium tax credit — 
Where before March 1994 an employer or, where the 
employer is a partnership, any member of the part- 
nership acting on behalf of all of the members of the 
partnership, files with the Minister a prescribed form 
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containing prescribed information, the Minister 
shall, subject to subsection (13), be deemed to have 
paid to the employer on account of the overpayment 
determined under subsection (6) in respect of the 
employer, and the employer shall be deemed, for the 
purpose of paragraph 12(1)(x), to have received and, 
for the purposes of the Unemployment Insurance Act 
and regulations made under it, to have remitted to 
the Receiver General on account of the employer’s 
UI premium, on each remittance date for 1993, an 
amount that is equal to, 


(a) where the employer was not associated with 
any other employer on the remittance date, the 
lesser of 


(i) the amount, if any, by which the lesser of 


(A) the amount, if any, by which $30,000 
exceeds the amount, if any, by which the 
1992 premium base of the employer ex- 
ceeds $30,000, and 


(B) the amount, if any, by which 


(I) the 1993 cumulative premium base 
of the employer on the remittance date 


exceeds 


(II) the 1992 cumulative premium base 
of the employer on the remittance date 


exceeds the total of all amounts deemed or 
that would, but for subsection (13), be deemed 
by this subsection to have been paid to the 
employer before the remittance date, and 


(ii) the amount determined by the formula 


A - (B + C) 
where 


A is the total of all UI premiums of the em- 
ployer payable on or before the remittance 
date that can reasonably be attributed to re- 
muneration paid in the period beginning on 
January 1, 1993 and ending on the remit- 
tance date, 


B is the total of all amounts (determined 
without reference to this subsection) remit- 
ted by the employer to the Receiver Gen- 
eral on or before the remittance date on ac- 
count of the UI premiums referred to in the 
description of A, and 


C. is the total of all amounts. deemed or that 
would, but for subsection (13), be deemed 
by this subsection to have been paid to the 
employer before the remittance date; and 


(b) where the employer (in this paragraph re- 
ferred to as the “particular employer”) was asso- 
ciated on the remittance date with any other em- 
ployer (in this paragraph referred to as an 
“associated employer’), the lesser of 


(i) the amount that would be determined under 
paragraph (a) in respect of the particular em- 
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ployer on the remittance date if the particular 


employer were not associated on. the, remit-. 


tance date with any other employer, and ~ 


(ii) the amount, if any, by which the lesser of | 
(A) the amount, if any, by which $30,000 


exceeds the amount, if any, by which the 
total of the 1992 premium bases of the par- 


ticular employer and all associated em- _ 


ployers exceeds $30,000, and 
(B) the amount, if any, by which 


(I) the total of all. amounts each of | 


which is the 1993 cumulative premium 
base of the particular employer or an 


associated employer on the remittance 


date 
exceeds. 


(iI). ‘his total of all amounts each.of 
which isthe 1992 cumulative premium 
base of the particular employer or an 
associated employer on the’ remittance 
date ; 


exceeds the ‘total of 


(C) all amounts each of Witchy is an 
“amount deemed or that would, but for sub- 
section (13), be deemed by this subsection 


to have been paid to the particular’ em-’ 
ployer or an’ associated employer before © 


the remittance date, and 


(D) all amounts each. of which is an 
amount that would be determined under 
subparagraph (a)(ii) in respect of an asso- 
ciated employer on the remittance date if 
the associated employer were not associ- 
ated om that date with any ‘other employer. 
_ Related Provisions: 126.1(13)— Amount deemed paid to a part- 
nership; 126.1(14), (15) — Excess prepayments; 257 — Formula 
cannot calculate to less than zero. 


(13) Idem — Where an amount, would, but for this 
subsection, be deemed by subsection (12) to be paid 
at any time to a partnership, that portion of the 
amount that can reasonably be considered to be a 
taxpayer’s share of it shall be deemed not to have 
been paid to the partnership and to have been paid at 
that time by the Minister to the taxpayer on account 
of the overpayment determined under subsection (7) 
in respect of the taxpayer. 


(14) Excess prepayment — Where the total of. all 
amounts, paid under subsection (12) to.a taxpayer, ex- 
ceeds the taxpayer’s UI premium tax credit, the ex- 
cess shall be deemed to have been refunded to the 
taxpayer, on the taxpayer’s last remittance date for 
1993, on account of the taxpayer’s liability under 
this Part for the taxpayer’s last taxation year begin- 
ning before 1994. 


(15) Idem — Where ‘the total of all amounts. paid 
under subsection (13) to a taxpayer in respect of a 


| ‘fiscal period” — 248(1), 249.1; 


| mittance date” — 126.1(1); 


S. 127(1).: 


partnership exceeds that portion of the partnership’s 
Ul premium tax credit that can reasonably be consid- 


| ered to be the taxpayer’s share of it, the excess shall 


be deemed to have been refunded to the taxpayer, on 
the partnership’s last remittance date,for 1993, on 
account of the taxpayer’s liability under this Part for 
the taxpayer’s last taxation oer beginning before 
1994. 


History [s. 126.1]: S. 126. 1 enacted by 1994, c. 8, s. 14, applica- 
ble'aiter 1997... 


Definitions [s. 126.1]: “1992 cumulative premium hase’, £4992 
premium base’, “1993 cumulative premium base”, “1993 premium 
base” — 126.1(1); “arm’s length” — 251; “associated” — 126.1(2), 
(3), 256; “business” — 248(1); 2 COLDOTAHOT — 248(1), Interpreta- 
tion Act 35(1); “employee” — 248(1); “employer” — 126.1¢1); 
“individual”, “Minister”! — 
“property” — 248(1); “qualifying \em- 
“qualifying employer” — 126.1(1), (4); “re- 
“share” — 248(1); “Specified em- 
ployer” — 126.1(5); “successor” — 126.1(4);, “taxation: year’ —_ 
249; “UI premium’ — 126. 1D)s “UI premium tax credit” 
126.1(8), (11). 


Pre-RSC History [former s. 126.1]: Former s. 126.1 repealed by 
1974-75-76, c. 26, s. 84, applicable on and after August 1, 1974. 
(Replaced re contributions made after July 31, 1974 by subsecs. 
127(3), (4).) 


S. 126.1 added by 1973-74, c. 51, s. 19, in force August 1, 1974, 
and applicable with fespect fo amounts contributed as provided 
therein on or after that date. 


248(1); “prescribed”, 
ployee” — 126.1(1); 


127. (1) Logging tax deduction [credit] — 
There may be deducted.from the tax otherwise paya- 
ble by a taxpayer under this Part for a taxation year 
an amount equal to the lesser of 


(a) 7 of any logging tax paid by the taxpayer to 
the government of a province in respect of in- 
come for. the year from logging operations in the 
province, and 


(b) 6%:% of the taxpayer's income for the year 
from: logging operations in the province referred 
to in paragraph (a), 


except that in no case shall the total of amounts in 


respect of all provinces that would otherwise be de- 
ductible under this subsection from the tax otherwise 
payable under this Part for the year by the taxpayer 
exceed 67/3% of the amount that would be the tax- 
payer’s taxable income, for the year or taxable in- 
come earned in Canada for the year, as the.case may 
be, if this .Part .were. read. without, reference to 
paragraphs 60(b), (c) to (c.2), (i) and (v) and sections 
62,.63 and 64. 


Related Provisions: i170) — “Tax' otherwise payable”: 


History: That portion of subsec. 127(1) following para. (b) 
amended by 1994, c:.7, Sch. VII (1993, c. 24), subsec. 68(1), appli- 
cable to 1991 et seg. That portion formerly read: ,, 


except that in no case shall the total of amounts in respect of 
all provinces that would otherwise be deductible under this 
section from the tax otherwise payable by the taxpayer under 
. this Part for the year exceed 673% of the taxpayer’s taxable 
income for the year or taxable income earned in Canada for 
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the year, as the case may be. 


Pre-RSC History: Subsec. 127(1) substituted by 1976-77, c. 4, 
subsec, 52(1), applicable to 1976 et seq. Subsec. 127(1) formerly 
read: 


127. (1) There may be deducted from the tax otherwise paya- 
ble by a taxpayer under this Part for a taxation year an 
amount equal to the lesser of 


(a) 7/3 of any logging tax paid by the taxpayer to the gov- 
ernment of a province in respect of income for the year 
from logging operations in the province, and 


(b) 673% of the taxpayer’s income for the year from log- 

ging operations in the province referred to in paragraph 

(a), 
except that in no case shall the aggregate of amounts in re- 
spect of all provinces that would otherwise be deductible 
under this section from the tax otherwise payable by the tax- 
payer under this Part for the year exceed 67/3% of the amount, 
if any, by which the taxpayer’s taxable income for the year or 
taxable income earned in Canada for the year, as the case 
may be, exceeds the aggregate of 


(c) the lesser of the amounts determined under 
paragraphs 124(2)(a) and (b) in respect of the corporation 
for the year, and 


(d) the lesser of the amounts determined under 
paragraphs 124(2.1)(d) and (e) in respect of the corpora- 
tion for the year. 


All that portion of subsec. 127(1) following para. (b) substituted by 
1974-75-76, c. 26, subsec. 85(1), applicable to 1977 et seq. That 
portion of subsec. 127(1) formerly read: 


except that in no case shall the aggregate of amounts in re- 
spect of all provinces that would otherwise be deductible. 
under this section from the tax otherwise payable by the tax- 
payer under this Part for the year exceed 67/3% of the amount, 
if any, by which the taxpayer’s taxable income for the year or 
taxable income earned in Canada for the year, as the case 
may be, exceeds, where the taxation year ends after 1976, the 
lesser of 


(c) the amount, if any, in respect of the taxpayer deter- 
mined under paragraph 124(2)(a) for'the year, and 


(d) the amount, if any, in respect of the taxpayer deter- 
mined under paragraph 124(2)(b) for the year. 


Application to 1976: 1977-78, c. 1, s. 61 provides that in its 
application to the 1976 taxation year, subsec. 127(1). shall be 
deemed to have read as follows: 


127. (1) Logging tax deduction — There may be deducted 
from the tax otherwise payable by a taxpayer under this Part 
for a taxation year an amount equal to the lesser of 


(a) 73 of any logging tax paid by the taxpayer to the gov- 
ernment of a province in respect of income for the year 
from logging operations in the province; and 


(b) 67/3% of the taxpayer’s income for the year from log- 

ging operations in the province referred to in paragraph 

(a). 
Selected Cases [subsec. 127(1)]: Zhe Queen v. British Colum- 
bia Forest Products Ltd., [1986] 1 C.T.C. 1 (FCA); leave to appeal 
to SCC refused [unreported] (Feb. 28, 1986), Doc. 19677 (Invest- 
ment tax credit must be deducted from capital cost where taxpayer 
received assistance from government as a deduction from tax); 
MacMillan Bloedel (Alberni) Ltd. v. MNR, [1973] C.T.C. 295 
(FCTD) (Interest received by. taxpayer on promissory note from 
subsidiary deducted from income when calculating logging tax 
credit). 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money. 
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Forms: T2S-TC: Tax calculation supplementary — corporations. 
(2) Definitions — In subsection (1), 


‘income for the year from logging operations in 
the province” has the meaning assigned by 
regulation; 

Pre-RSC History: The definition “income for the year from log- 
ging ...” was para. 127(2)(a). 


Regulations: 700(1), (2) (meaning of “income for the year from 
logging operations in a province”). 


“Jogging tax” means a tax imposed by the legisla- 
ture of a province that is declared by regulation to be 
a tax of general application on income from logging 
operations. 

Pre-RSC History: The definition “logging tax” was para. 
127(2)(b). 

Regulations: 700(3) (provinces are B.C. and Quebec). 
Selected Cases [subsec. 127(2)]: British Columbia Forest 
Products Ltd. v. MNR, [1971] C.T.C..270 (SCC) (Computation of 


income “from all sources” to be determined under provisions of the 
Act less allowable deductions). 


(3) Contributions to registered parties and 
candidates [political contribution credit] — 
There may be deducted from the tax otherwise paya- 
ble by a taxpayer under this Part for a taxation year 
in respect of the total of all amounts each of which is 
an amount contributed by the taxpayer in the year to 
a registered party or to an officially. nominated can- 
didate at an election of a member or members to 
serve in the House of Commons of Canada (in this 
section referred to as “the total”), 


(a) 75% of the total if the total does not exceed 
$100, 


(b) $75 plus 50% of the amount by which the to- 
tal exceeds $100 if the total exceeds $100 and 
does not exceed $550, or 


(c) the lesser of 


(i) $300 plus 333% of the amount by which 
the total exceeds $550 if the total exceeds 
$550, and 


(ii) $500, 


if payment of each amount contributed that is in- 
cluded in the total is proven by filing a receipt with 
the Minister, signed by a registered agent of the reg- 
istered party or by the official agent of the officially 
nominated candidate, as the case may be, that con- 
tains prescribed information. 

Related Provisions: 18(1)(n) — No deduction from income for 
political contributions; 120(4) — “Tax otherwise payable under this 
Part”; 123.2(a) — Corporate surtax applies to total tax before claim- 
ing political tax credit; 127(3.1) — Issue of receipts; 127(3.2) —_ 
Deposit of amounts contributed; 127(4) — Interpretation; 
127(4.1) — Definition of “amount contributed”; 127(4.2) — Allo- 
cation of amount contributed among partners; 230.1 — Books and 
records relating to political contributions. 


Regulations: 2000 (prescribed information). 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”. 
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Information Circulars: 75-2R4: Contributions to-a registered po- 
litical party or toa candidate at a federal election. 


Forms: T2092: Contributions to a registered party — information 
return; T2093: Contributions to a candidate at an election — infor- 
mation return. 


(3.1) Issue of receipts —A receipt referred to in 
subsection (3) shall not..be issued 


(a) by a registered agent of a registered party, or 


(b) by an official agent of an officially nominated 
candidate 


otherwise than in respect of an amount contributed 
and to the contributor of such an amount. 


Related Provisions: 238(1) — Offences. 


(3.2) Deposit of amounts contributed — 
Where an amount contributed has been received by 
an official agent of an officially nominated candidate 
other than an officially nominated candidate in any 
of the electoral districts referred to in Schedule LI to 
the Canada Elections Act, the official agent. shall 
forthwith deposit that amount contributed -in an ac- 
count standing to the credit of the official agent in 
the agent’s capacity as such in the records of a 
branch or other office in Canada of 


(a) a bank; 


(b) a corporation that is licensed or otherwise au- 
thorized under the laws of Canada or a province 
to carry on inCanada the business of offering to 
the public its services as trustee; or 


(c) a credit union. 
Related Provisions: 238(1) — Offences. 


Information Circulars: 75-2R4: Contributions to a registered po- 
litical party or to a candidate at a federal election. 


(4) Definitions — In subsections (3), (3.1), (3.2) 
and (4. 1), the terms “official agent”, “registered 
agent” and “registered party” have the meanings as- 
signed to them by section 2 of the Canada Elections 
Act and the term “officially nominated candidate” 
means'a person in respect of whom a nomination pa- 
per and deposit have been filed as referred to in the 
definition “official nomination” in that section of 
that ‘Act. 


Canada Elections Act, R.S.C. 1985, c. E-2, s. 2: 
2. In this Act, 


“official agent” means an agent appointed in the manner set 
out in subsection 215(1) and specially charged with the pay- 
ing of all legal expenses on account of ihe management or 
conduct of an election; 


“official nomination”. means the filing of all the.documents 
required to be filed pursuant to subsection 81(1) and the com- 
pliance with all the requirements of that subsection at any 
time between the date of the proclamation and the hour fixed 
for the close of nominations on nomination day; 


“registered agent” means a person whose name is recorded in 
the registry of agents of registered parties maintained by the 
Chief Electoral Officer pursuant to subsection 33(1) and in- 
cludes the chief agent of a registered party and an electoral 
district agent; 


S..127(4.2) 


“registered party” means a Bearing Patty rah is registered 
pursuant to section 24; : 


(4.1) Definition of “amount contributed” — In 
subsections (3), (3.1), and (3.2),.“‘amount. contrib- 
uted” by a taxpayer means.a contribution by: the tax- 
payer to a registered party or:an officially nominated 
candidate in the form of cash or in the form of a’ne- 
gotiable instrument issued by the taxpayer, but does 
not include 


(a) a contribution made by, an official.agent of an 
officially nominated candidate or a registered 
agent of a registered party (in the agent’s capacity 
as such official agent or registered) agent, as the 
case may be) to another such official agent or 
registered agent, as the case may be;.or 


(b):a contribution in respect of which the tax- 
payer has received or is entitled to:receive a fi- 
nancial benefit of any kind (other than a pre- 
scribed financial benefit or a deduction pursuant 
to subsection (3)) from a government, municipal- 
ity or other public authority, whether as a grant, 
subsidy, forgivable loan or deduction from tax or 
an allowance or otherwise. — 


(4.2) Allocation of amount contributed among 
partners — Where a taxpayer was, atthe end of a 
taxation year of a partnership, a member of the part- 
nership, the taxpayer’s share of any amount contrib- 
uted by the partnership in that taxation year that 
would, if. the .partnership were. a person, be an 
amount contributed referred to:in subsection (3), 
shall; for the purposes of that subsection, be deemed 
to be an amount contributed by the taxpayer in the 
taxpayer’s taxation year in which the taxation year of 
the partnership ended. 

Related, Provisions: 53(2)(c)(iii) — Reduction in adjusted cost 
base of partnership interest. 

Pre-RSC History: Para. 127(3.2)(a) substituted by 1992,-c. 1, Sch. 


V, s. 17, applicable from February 28, 1992. Para. (3.2)(a) pemeny 
read: 


(a) a bank to ti the Bank ne or the Quebec Savings 
Banks Act applies; 


Para. 127(3.2)(c) substituted by 1985, c. 45, subsec. _ 1211). Para. 
127(3.2)(c) formerly read: 


(c) a credit union within the meaning aie ts subsection 
137(6). 


Subsec. 127(4.1) substituted by 1984, c. 1, subsec. 72(1), applicable 
with respect to contributions made after April 19, 1983. Subsec. 
127(4.1) formerly read: 


(4.1) “Amount contributed” defined — For the purposes of 
subsections (3), (3.1) and (3.2) and section 230.1, “amount 
contributed” means a contribution to a registered party or an 
officially nominated candidate in the form of cash’ or in the 
form of a negotiable instrument issued by the person making 
the contribution, but does not include a contribution made by 
an official agent of an officially nominated candidate or a 
registered agent of aregistered party (in his capacity as such 
official agent or registered agent, as the case may be) to an- 
other such official agent or registered agent, as the case may 
be. 


Subsecs. 127(3)=(4.2) substituted for subsecs. 127(3)-(4.1) by 
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1976-77, c. 4, subsec. 52(2), applicable, as to subsecs. 127(2)-(4.1), a taxpayer under this: Part for a taxation year in respect of the 
after May 25, 1976, and as to subsec. 127(4.2), with respect to aggregate of amounts contributed by the taxpayer in the year 
amounts contributed after June 23, 1975. Subsecs. 1273)-4. 1) for- to registered parties and candidates at an election of a mem- 
merly read: ber or members to serve in the House of Commons of Canada 


(3) There may be deducted from the tax otherwise payable by 
a taxpayer under this Part for a taxation year in respect of the 
aggregate of all amounts each of which is an amount contrib- > 
uted by the taxpayer in the year to a registered party or to a 
candidate at an election of a member or members to serve in 
the House of Commons of Canada (in this section referred to 
as “the aggregate”’), 


(a) 75% of the aggregate if the aggregate does not exceed 
$100, 


(b) $75 plus 50% of the amount by which the aggregate 
exceeds $100 if the aggregate exceeds $100 and does not 
exceed $550, or 


(c) the lesser of 


(i) $300 plus 33'/3% of the amount by which the ag- 
gregate exceeds $550 if the aggregate exceeds $550, 
and 


(ii) $500, 
if payment of each amount contributed that is included in 
the aggregate is proven by filing receipts with the Minis- 
ter, signed by a registered agent of the registered party or 
by the official agent of the candidate, as the case may be, 
that contain prescribed information. 


(3.1).A receipt referred to in subsection (3) shall not.be issued 
(a) by a registered agent of a registered party, or® 
(b) by an official agent of a candidate 


otherwise than in respect of an amount contributed and to the 
contributor thereof. 


(3.2) Where an amount contributed has been received by an 
~ official agent of a candidate other than a candidate in any of 
the electoral districts referred to in Schedule II] to the Can- 
ada Elections Act, the official agent shall forthwith deposit 
that amount contributed in an account standing to the credit 
of the official agent in his capacity as such in the records of a 
branch or other office in Canada of 


(a) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies; 


(b) a corporation that is licensed or otherwise authorized 
under the laws of Canada or a province to carry on in 
Canada the business of offering to the public its services 
as trustee; or 


(c) accredit union within the meaning assigned’ by subsec- 
tion 137(6). 


(4) For the purposes of subsections (3), (3.1), (3.2) and (4.1), 
the terms.“candidate”, “official agent”, “registered agent” and 
“registered party” have the meanings assigned to them by 
section 2 of the Canada Elections Act. 


(4.1) For the purposes of subsections (3), (3.1) and (3.2) and 
section 230.1, “amount contributed” means a contribution to 
a registered party or candidate in the form of cash or in the 
form of a negotiable instrument issued by the person making 
the contribution, but does not include a contribution made by 
an official agent of a candidate or a registered agent of a reg- 
istered party (in his capacity as such official agent or regis- 
tered agent, as the case may be) to another such official agent 
or registered agent, as the case may be. 


(in this section referred to as “the amount contributed”), 


(a) 75% of the amount contributed if the amount contrib- 
uted does not exceed. $100, 


(b) $75 plus 50% of the amount by which the amount — 
contributed exceeds $100.-if the amount contributed ex- 
ceeds $100 and does not exceed $550, and 


(c) the lesser of 


(i) $300 plus 333% of the amount by which the 
amount contributed exceeds $550 if the amount con- 
tributed exceeds $550, and 

(ii) $500, 


if payment of each amount that is included-in the amount 
contributed is proven by filing receipts with the Minister, 
signed by a registered agent of the registered party or by 
the official agent of the candidate, as the case may be; 
that contain prescribed information. 


(4) For the purposes of subsection (3), the terms “candidate”, 
“official agent”, “registered agent” and “registered party” 
have the meanings assigned to them by section 2 of the Can- 
ada Elections Act. ‘ 


Subsecs. 127(3), (4) added by 1974-75-76, c. 26, subsec. 85(2), ap- 
plicable in respect of contributions made after July 1974, (For previ- 
ous history see note to s. 126.1.) 


(5) Investment tax credit — There may be de- 
ducted from the tax otherwise payable by a taxpayer 
under this Part for a taxation year an amount not ex- 
ceeding the lesser of 


(a) the total of 


(i) the taxpayer’ S investment tax credit at the 
end of the year in respect of. property acquired 
before the end of the year or of the taxpayer’s 
SR&ED qualified expenditure pool at the end 
of the year or of a preceding taxation year, 
and 


(11) the lesser of 


(A) the taxpayer’s investment tax credit at 
the end of the year in respect of property 
acquired in a subsequent taxation year or 
of the taxpayer’s SR&ED qualified expen- 
diture pool at the end of a subsequent taxa- 
tion year to the extent that. an investment 
tax credit was not deductible under this 
subsection or subsection 180.1(1. 2) for the 
subsequent year, and 


(B) the amount, if any, by which the tax- 
payer’s tax otherwise payable under this 
Part for the year exceeds the amount, if 
any, determined under subparagraph (i), 
and 


(b) where Division E.1 applies to the taxpayer for 
the year, the amount, if any, by which the total of 


Subsecs. 127(3)-(12) substituted for subsecs. 127(3), (4) by 1974- 


75-76, c. 71, 8. 9, applicable, as to subsecs. 127(3)-(4,1), in respect (i) the taxpayer’ s tax otherwise payable under 


of amounts contributed after June 23, 1975, and, as to subsecs. this Part for the year, and 
127(5)-(12), to 1975 et seg. Subsecs. 127(3), (4) formerly read: (ii) the taxpayer’s tax payable under Part I.1 
(3) There may be deducted from the tax otherwise payable by for the year before deducting any amount 
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“under subsection 180.1(1.2) 


exceeds the taxpayer’s minimum amount for the 
year determined under section 127.51. 


Related Provisions: -12(1)(t) — Income inclusion for ITCs; 
13(7.1)— Deemed ‘capital cost; 13(21)“undepreciated capital 
cost” — Reduction in uic.c. of property to reflect ITCs; 37(1)(e) — 
Deduction for scientific: research and experimental development; 
53(2)(k)Gi) — Deduction from adjusted cost base of property to re- 
flect ITCs; 66.1(6)““cumulative Canadian exploration expense” L — 
Reduction in CCEE; 87(2.11) — Vertical ‘amalgamations; 117(1), 
120(4) — “Tax otherwise.payable under this Part”; 123.2(a) — Cor- 
porate surtax applies to total. tax before claiming investment tax 
credit, 127(11.2)— Time of expenditure and ., acquisition; 
127(26) — Expenditure unpaid within 180 days of end of year; 
127.1(3) — Refundable ITC deemed ‘claimed under 127(5); 
128(2)(e)(iii)(C) — No credit on return filed by trustee following 
individual’s: discharge from bankruptcy; 149(10)(c) — Where ,cor- 
poration becomes. or ceases to be exempt; 152(6) — ‘Reassessment; 
nites (5. ) — Effect of catnyback of we isl (1. 2) = — indjvid- 


be deducted as ee EEGs 7) — een of “~ refund by 
corporation: 


History: Subpara. 1275)(a)G) and cl. PHS CANINA amended by 
1996, c. 21, subsecs,30(1), (2), applicable to taxation, years that be- 
gin after 1995. Subpara. (a)(i) and cl. (a)(i)(A) formerly read: 


(i) the taxpayer’s investment tax credit at the end of the year 
in respect of property acquired, or an prpendnue made, 
before the end of the year, and 


(A) the taxpayer’s investment tax credit at the end of the year 
in respect of property acquired, or an expenditure made, in a 
subsequent taxation year, to the:extent that the investment tax 
-. credit. was not deductible under this subsection,or subsection 
180.1(1.2) for the taxation year in which the property was ac- 
quired, or the expenditure was made, as the case may be, and 


Subsec. 127(5) amended by. 1994, c. 8, subsec. 15(1), applicable to 
taxation years that begin after 1993. Subsec. (5) formerly read: 


(5) Investment tax credit There maybe deducted from 
the tax otherwise payable by:a taxpayer under this: Part for a: 
taxation year.an amount not, exceeding the least of 


(a) thetaxpayer’s annual investment tax —— limit for 
the year, 


(b) the total of 


(i) the taxpayer’s investment tax credit at the end of 
the year in respect of property acquired, or an expen- 
diture madé, before the end of the year, and 


(ii) the lesser of 


(A) the taxpayer’ s investment tax credit. at the 
end of the year in respect of property acquired, 
or an expenditure made, in a subsequent taxation 
‘year, to the extent that the investment tax credit 
was not deductible under this'subsection or sub- 
section 180.1(1.2) for the taxation year in which 
the property was acquired, or the expenditure, 
‘was made, as the case may be, and \ 


~ (B) the amount, if any, by which the taxpayer's s 
tax otherwise payable by the taxpayer under this 

” Part for the year exceeds the amount, if any, de- 
termined‘under subparagraph (i), and 


(c) where Division E.1 is-applicable to the taxpayer for 
the year, the amount, if any, by which the total of 


(i) the taxpayer’s tax otherwise ‘payable maeer this 
Part for the year; and 


(ii) the taxpayer’s tax’ payable under Part I.1 for the 
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year before deducting any amount under ‘subsection 
180.1(1.2), 


exceeds the taxpayer’s minimum sili for the year de- 
termined under section 127.51. 


Pre-RSC History: Subsec. 127(5) substituted by 1988, c. 55, 


| subsec. 106(1), applicable to 1988 et'seg., and for the 1986 and 


1987 taxation years subsec. 127(5) shall be read as follows: 


, (5) There may be deducted from the tax otherwise payable by 
a taxpayer under this Part for a taxation year an amount equal 
to the lesser of the aggregate of _ 


(a) an amount not exceeding the lesser of 


(i) his investment tax credit.at the end of the year in 
‘respect of property acquired, or an expenditure made, 
» before April 20,1983; and 


(ii) the aggregate of 
(A) $15,000, and 


(B) '2 the amount, if any, by which the tax other- 
_ wise payable by him under this Part for the year 
exceeds $15,000, 


(b) an amount not exceeding the lesser of 


(i) his investment tax credit at the end of the year in 
respect of property acquired, or an expenditure made, 
after April 19, 1983 and before the end of the year, 
and «, 


(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the amount, if any, determined under. paragraph (a), 
and 


(c) an amount not exceeding the lesser of 


(i) his investment tax credit at the end of the year in 

respect of property acquired, or an expenditure made, 

in a subsequent taxation year and after April 19, 
- 1983, to the extent that the investment tax credit was 

not deductible’ under this subsection in the taxation 

year in which the property was acquired, or the ex- 
* penditure was made, as the case may be, and 


(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the aggregate of the amounts, if any, determined 
under paragraphs (a) and (b) 
and, where Division E.1 is applicable to the taxpayer for 
the year, the amount, if any, by which his tax otherwise 
payable under this Part for the year exceeds his minimum 
amount for the year determined under section 127. Sh. 


Subsec, 127(5) formerly. read: 


(5) Investment tax credit There may be deducted from 
the tax otherwise payable by a taxpayer under this.Part fora 
taxation year an amount equal to the aggregate of 


(a) an amount not exceeding the lesser of 
(i) his investment tax credit at the end of the year in 
respect of property acquired, or an expenditure made, 
before April 20, 1983, and 
(ii) the aggregate of 
(A) $15, 000, and 


(B) > the amount, if any, by which the tax hee 
wise payable by him under this Part for the year 
exceeds $15,000; ; 


(b) an. amount not exceeding the lesser of 


Gi) his investment tax credit at the end of the year in 

respect of property acquired, or an expenditure made, 

after April 19, 1983 and before the end of the year, 
Mander 
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(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the amount, if any, determined under paragraph (a); 
and 
(c) an amount not exceeding the lesser of 
(i) his investment tax credit at the end of the year in 
respect,of property acquired, or an expenditure made, 
in a subsequent taxation year and after April 19, 
1983, to the extent that the investment tax credit was 
not deductible under this subsection in the taxation 
year in which the property was acquired, or the ex- 
penditure was made, as the case may be, and 
(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the aggregate of the amounts, if any, determined 
under paragraphs (a) and (b). 
Subsec. 127(5) substituted by 1984, c. 1, subsec. 72(2). Subsec. 
127(5) formerly read: 
(5) Investment tax credit— There may be deducted from 
the tax otherwise payable by a taxpayer under this Part for a 
taxation year an amount not exceeding the lesser of 
(a) his investment tax credit at the end of the year, and 
(b) the aggregate of 
(i) $15,000, and 


(ii) '/2 the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
$15,000. 
Subsec. 127(5) added by 1974-75-76, c. 1, subsec. 9(1), applicable 
to 1975 et seq. 
Selected Cases [subsec. 127(5)]: Lehman Bookbinding Ltd. v. 
MNR, [1995]. 2 C.T.C. 129 (FCTD) (Critical element was not 
whether there was manufacturing and processing, but whether activ- 
ity was in respect of goods for sale); Hawboldt Hydraulics (Can- 
ada) Inc, Estate (Trustee of) v. Canada, [1992] 2 C.T.C. 363 
(FCTD) (Equipment used to manufacture replacement parts was 
used in manufacturing or processing goods for sale); GA Borstad 
Associates Ltd. v. MNR, [1992] 2 C.T.C. 2146 (TCC) (Investment 
tax credit not applicable in respect of salaries payable but not paid 
in taxation year); Tenneco Canada Inc. v. Canada, [1991] 1 C.T.C. 
323 (FCA) (Taxpayer carrying on servicing business denied invest- 
ment tax credits when not manufacturing or processing goods for 
sale in Canada); O'Neill v. The Queen, [1984] C.T.C. 682 (FCTD) 
(Investment tax credit disallowed when equipment not “qualified 
property”). 
Regulations: 4600-4609. 
Interpretation Bulletins: IT-92R2: Income of contractors; IT- 
I51R4: Scientific research and experimental development expendi- 
tures; IT-411R: Meaning of “construction”. 
Information Circulars: 78-4R3: Investment tax credit rates. 


Advance Tax Rulings: ATR-44: Utilization of deductions and 
credits within a related corporate group. 

Application Policies: SR&ED 96-03: Claimants’ entitlements 
and responsibilities; SR&ED 96-05: Penalties under subsec. 163(2). 


Forms: T2038 (Ind.): Investment tax credit (individuals); T2038 
(Corp): Investment tax credit — corporations. 


(6) Investment tax credit of cooperative cor- 
poration — Where at any particular time in a taxa- 
tion year a taxpayer that is a cooperative corporation 
within the meaning assigned by subsection 136(2) 
has, as required by subsection 135(3), deducted or 
withheld an amount from a payment made by it to 
any person pursuant to an allocation in proportion to 
patronage, the taxpayer may deduct from the amount 


Income Tax Act, Part I, Div. E 


otherwise required by that subsection to be remitted 
to the Receiver General, an amount, not exceeding 
the amount, if any, by which 


(a) its investment tax credit at the end of the im- 
mediately preceding taxation year in respect of 
property acquired and expenditures made before 
the end of that preceding taxation year 


exceeds the total of 


(b) the amount deducted under subsection (5) 
from its tax otherwise payable under this Part for 
the immediately preceding taxation year in re- 
spect of property acquired and expenditures made 
before the end of that preceding taxation year, 
and 


(c) the total of all amounts each of which is the 
amount deducted by virtue of this subsection 
from any amount otherwise required to be remit- 
ted by subsection 135(3) in respect of payments 
made by it before the particular time and in the 
taxation year, 


and the amount, if any, so deducted from the amount 
otherwise required to be remitted by subsection 
135(3) 


(d) shall be deducted in computing the taxpayer’s 
investment tax credit at the end of the taxation 
year, and 


(e) shall be deemed to have been remitted by the 
taxpayer to the Receiver General on account of 
tax under this Part of the person to whom that 
payment was made. 
Related Provisions: 12(1)(t)— Inclusion in income of ITCs; 
13(7.1) — Deemed capital cost; 13(21)“undepreciated capital 
cost” — Reduction in u.c.c. to reflect ITCs; 53(2)(k)(ii) — Deduc- 
tion from adjusted cost base of property to reflect ITCs; 66.1(6)cu- 
mulative Canadian exploration expense”L — Reduction in CCEE. 


Pre-RSC History: Paras. 127(6)(a), (b) amended to add to each 
the words “‘in respect of property acquired and expenditures made 
before the end of that preceding taxation year”; para. 127(6)(d) 
amended to substitute “shall be deducted” for ‘is the amount re- 
quired to be deducted” by 1985, c. 45, subsecs. 72(2)-(4), applica- 
ble to 1985 et seq. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 

Subsec. 127(6) added by 1974-75-76, c. 1, subsec. 9(1), applicable 
to 1975 et'seq. 

Interpretation Bulletins: IT-362R: Patronage dividends. 
Forms: T2038 (Corp): Investment tax credit — corporations; 


T2038A: Business investment tax credit (prior to November 17, 
1978). . 


(7) Investment tax credit of testamentary 
trust — Where, in a particular taxation year of a 
taxpayer who is a beneficiary under a testamentary 
trust or under an inter vivos trust that is deemed to be 
in existence by section 143, an amount is determined 
in respect of the trust under paragraph (a), (a.1), (b) 
or (e.1) of the definition “investment tax credit” in 
subsection (9) for its taxation year that ends in that 
particular taxation year, the trust may, in its return of 
income for its taxation year that ends in that particu- 
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lar taxation year, designate the portion of that 
amount that can, having regard to all the circum- 
stances including the terms and conditions of the 
trust, reasonably be considered to be attributable to 
the taxpayer and was not designated by the. trust in 
respect of any other beneficiary of the trust, and that 
portion shall be added in computing the investment 
tax credit of the taxpayer at the end of that particular 
taxation year and shall be deducted in computing the 
investment tax credit of the trust at the end of its tax- 
ation year that ends in that particular taxation year. 


Related Provisions: 53(2)(h)(ii) — Reduction in adjusted cost 
base of interest in trust; 127(11.2) — Time of expenditure and 
acquisition. 


History: Subsec. 127(7) amended by 1996, c. 21, subsec. 30(3), 
applicable to taxation years that begin after 1995. Subsec.. (7) for- 
merly read: 


(7) Investment tax credit of testamentary trust — Where, 
in a particular taxation year of a taxpayer who is a beneficiary. 
under a testamentary trust or under an inter vivos trust that is 
deemed to be in existence by section 143, an amount is deter- 
mined in respect of the trust under paragraph (a), (b) or (e.1) 
of the definition “investment tax credit” in subsection (9) for 
its taxation year ending in that particular taxation year, the 
trust may, in its return of income under this Part for its taxa- 
tion year ending in that particular taxation year, designate 
such portion of that amount as may, having regard to all the 
circumstances including the terms and conditions of the trust, 
reasonably be considered to be attributable to the taxpayer 
and was not designated by the trust in respect of any other 
beneficiary of that trust, and that portion shall be added in 
computing the investment tax credit of the taxpayer at the end 
of that particular taxation year and shall be deducted in com- 
puting the investment tax credit of the trust at the end of its 
taxation year ending in that particular taxation year. 


Pre-RSC History: Subsec. 127(7) amended to substitute “under a 
testamentary trust or under an inter vivos trust that is deemed to be 
in existence by section 143,” for “under a trust,” by 1986, c. 55, 
subsec. 48(1), applicable to designations of amounts determined in 
respect of a trust in respect of property acquired and expenditures 
made by the trust after 11:00 a.m., EDST, October 3, 1986, other 
than designations of amounts determined in respect of property ac- 
quired, and expenditures made, by an inter-vivos trust after that time 
and before 1987 where 


(a) the trust was obliged to acquire the property or make the 
expenditure pursuant to an agreement in writing entered into by 
the trust before that time, 


(b) the beneficiary of the trust, in respect of whom the designa- 
tion is made, was a beneficiary of the trust before that time or 
became a beneficiary of the trust after that time and before 1987 
pursuant to an obligation to do so contained in an agreement in 
writing entered into by the beneficiary before that time, and. - 


(c) neither of the agreements referred to in paragraph (a) or (b) 
was subject to a condition, 


except that the benefit of any designation of an amount determined 
in respect of property acquired or expenditures made by an inter- 
vives trust after that time shall be taken into account only for the 
purpose of Part I in respect of the beneficiary and not of any other 
person and shall not be taken into account for the purposes of para- 
graph 87(2)(qq). 

Subsec. 127(7) amended by 1986, c. 6, subsec. 71(1), to add refer- 
ence to para. (e.1), applicable with respect to property acquired and 
expenditures made after May 23, 1985, other than property acquired 
and expenditures made after that date under the terms of an agree- 
ment in writing entered into on or before that date. 


S. 127(8) 


Subsec. 127(7) amended by 1985, c. 45, subsec. 72(5), to substitute 
“paragraph (a) or (b) of the definition “investment tax credit” in 
subsection (9)” for “paragraph (9)(a), (a.1), (a.2), (c) or (d.1)”, 
“ending in that particular taxation year, the trust may” for “ending 


in that particular year, the trust may”, “shall be added in computing” 


for “is the amount required to be added in computing”, and “shall be 
deducted in computing” for “is the amount required to be deducted 
in computing”, applicable to 1985 et seq. 


Subsec. 127(7) substituted by 1980-81-82-83, c. 140, subsec. 89(1), 
applicable with respect to property acquired after October 28, 1980 
to add a reference to “or (d.1)” and “under this Part.” 


Subsec. 127(7) substituted by 1977-78, c. 1, subsec. 61(2), applica- 
ble to 1977 et seq., to add “(a.1), (a.2)”. 


Subsec. 127(7) added by 1974-75-76, c. 1, subsec. 9(1), applicable 
to 1975 et seq. 


Forms: T2038 (Ind): Investment tax credit (individuals) for 1984 et 
seg.; T2038 (Corp): Investment tax credit — corporations. 


(8) Investment tax credit of partnership — 
Where, in a particular taxation year of a taxpayer 
who is.‘a member of a partnership, an amount would 
be determined in respect of the partnership, for its 
taxation year that ends in the particular year, under 
paragraph (a), (a.1), (b) or (e.1) of the definition “in- 
vestment tax credit” in subsection (9), if 


(a) except for the purpose of subsection (13), the 
partnership were a person and its fiscal period 
were its taxation year, and 


(b) in the case of a taxpayer who is a specified 
member of the partnership in the taxation year of 
the partnership, that definition were read without 
reference to paragraph (a.1) thereof, and para- 
graph (e.1) of that definition were read without 
reference to subparagraphs (ii) to (iv) thereof, 


the portion of that amount that can reasonably be 
considered to be the taxpayer’s share thereof shall be 
added in computing the investment tax credit of the 
taxpayer at the end of the particular year. 


Related Provisions: 53(2)(c)(vi) — Reduction in adjusted cost 
base of partnership interest; 96(2.1)-(2.4) — Limited partnerships; 
127(8.1) — ITC of limited partner; 127(8.3) —ITC not allocated to 
limited partners; 127(8.4) — Election — renunciation of allocated 
credits; 127(11.2)— Time of expenditure and acquisition; 
127(23) — Taxation year of partnership for rules governing alloca- 
tion of assistance. ' 


History: Subsec. 127(8) amended by 1996, c, 21, subsec. 30(5), 
applicable to taxation years that begin after 1995. Subsec. (8) for- 
merly read: 


(8) Investment tax credit of partnership — Where, in a 
particular taxation year of a taxpayer who is a member of a 
partnership, an amount would, if the partnership were a per- 
“son and its fiscal period were its taxation year, be determined 
in respect of the partnership, for its taxation year ending in 
that particular taxation year, under paragraph (a), (b) or (e.1) 
of the definition “investment tax credit” in subsection (9), if 


(a) paragraph (a) of that definition were read without ref- 
erence to subparagraph (a)(iii) thereof, and 


(b) in the case of a taxpayer who is a specified member 
of the partnership in the taxation year of the partnership, 


(i) paragraph (a) of that definition were read without 
reference to subparagraph (a)(ii) thereof, and 


(ii) paragraph (e.1) of that definition were read with- 
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out reference to the words “the amount of an expen- 
diture made by the taxpayer under paragraph 
(11.1)(c)”, 
the portion of that amount that may reasonably be considered 
to be the taxpayer’s share thereof shall be added in computing 
the investment tax credit of the taxpayer at the end of that 
particular taxation year. 


Subpara. 127(8)(b)(ii) amended by 1996, c. 21, subsec. 30(4), appli- 
cable to taxation years that end after December 2, 1992 and begin 
before 1996. Subpara. (b)(ii) formerly read: 


(ii) paragraph (e.1) of that definition were read without refet- 
ence to the words “or that reduced the amount of an expendi- 
ture made by the taxpayer under paragraph (11.1)(c)”, 


Pre-RSC History: Subsec. 127(8) substituted by 1988, c. 55, 
subsec. 106(2), applicable in respect of expenditures made after De- 
cember 15, 1987 except that, where a taxpayer acquired a partner- 
ship interest before December 16, 1987, or after December 15, 1987 


(a) pursuant to an obligation in writing entered into before De- 
cember 16, 1987, 


(b) and before June 1988 pursuant to the terms of a prospectus, 
preliminary prospectus, registration statement or offering mem- 
orandum filed before December 16, 1987 with a public author- 
ity in Canada pursuant to and in accordance with the securities 
legislation of any province, or 


(c) and before June 1988 as part of an offering of securities 
where 


(1) the offering was made pursuant to the terms of an offer- 
ing memorandum that contained a complete or substantially 
complete description of the securities contemplated in the 
offering as well as.the terms and conditions of the offering 
of the securities, 


(ii) the offering memorandum was distributed before De- 
cember 16, 1987, 


(ili) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 


(iv) the sale of the securities was substantially in accor- 
dance with the offering memorandum, 


subsec. 127(8) shall not apply in respect of the taxpayer to expendi- 
tures made by the partnership after December 15, 1987 and before 
1989 pursuant to 


(d) an obligation in writing entered into by the partnership 
before December 16, 1987, 


(e) the terms of a prospectus, preliminary prospectus, registra- 
tion statement or offering memorandum filed before December 
16, 1987 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of any province, or 


(f) the terms of an offering memorandum described in para- 
graph (c) and pursuant to which securities were distributed. 


Subsec. 127(8) formerly read: 


(8) Investment tax credit of partnership — Where, in a 
particular taxation year of a taxpayer who is a member of a 
partnership, an amount would, if the partnership were a per- 
son and its fiscal period were its taxation year, be determined 
in respect of the partnership under paragraph (a), (b) or (e.1) 
of the definition “investment tax credit” in subsection (9), if 
paragraph (a) of that definition were read without reference to 
subparagraph (iii) thereof, for its taxation year ending in that 
particular taxation year, the portion of that amount that may 
reasonably be considered to be the taxpayer’s share thereof 
Shall be added in computing the investment tax credit of the 
taxpayer at the end of that particular taxation year. 


Subsec. 127(8) amended by 1986, c. 55, subsec. 48(2), to substitute 
“in subsection (9), if paragraph (a) of that definition were read with- 
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out reference to subparagraph (iii) thereof,” for “in subsection (Oe 
applicable with respect to expenditures made after November 30, 
1985. ' 


Subsec. 127(8) amended by 1986, c. 6, subsec. 71(1), to add refer- 
ence to para. (€.1), applicable with respect to property acquired and 
expenditures made after May 23, 1985, other than property acquired 
and expenditures made after that date under the terms of an agree- 
ment in writing entered into on or before that date. 


Subsec. 127(8) substituted by 1985, c. 45, subsec. 72(5), applicable 
to 1985 et seq. Subsec. 127(8) formerly read: 


(8) Investment tax credit of partnership — Where in a par- 
ticular taxation year of a taxpayer who is a member of.a part- 
nership, an amount would, if the partnership were a taxpayer, 
be determined in respect of the partnership under paragraph — 
(9)(a), (a.1), (a.2), (c) or (d.1) for its taxation year ending in 
that particular taxation year, the portion of that amount that 
may reasonably be considered to be the taxpayer’s share 
thereof is the arnount required to be added in computing the 
investment tax credit of the taxpayer at the end of that partic- 
ular taxation year. 


Subsec. 127(8) substituted by 1980-81-82-83, c. 140, subsec. 89(1), 
applicable with respect to property acquired after October 28, 1980, 
to add as reference to “(d.1)”. 


Subsec, 127(8) substituted by 1977-78, c. 1, subsec. 61(2), applica- 
ble to 1977 et seq., to add “(a.1), (a.2)”. 


| Subsec. 127(8) added by 1974-75-76, c. 1, subsec. 9(1), applicable 


to 1975 et seq. 


Forms: T2038 (Ind): Investment tax credit (individuals) for 1984 et 
seq.; T2038 (Corp): Investment tax credit — corporations. 


(8.1) Investment tax credit of limited part- 
ner — Where a taxpayer is a limited partner of a 
partnership at the end of the partnership’s taxation 
year, the amount referred to under subsection (8) as 
the amount which can reasonably be considered to 
be the taxpayer’s share of the amounts that would be 
determined under paragraph (a), (a.1), (b) or (e.1) of 
the definition “investment tax credit” in subsection 
(9) in respect of the partnership for the year shall not 
exceed the lesser of 


(a) such portion of the amount thereof so deter- 
mined without reference to this subsection, as is 
considered to have arisen by virtue of the expen- 
diture by the partnership of an amount equal to 
the taxpayer’s expenditure base (as determined 
under subsection (8.2)) in respect of the partner- 
ship at the end of the year, and 


(b) the taxpayer’s at-risk amount in respect of the 
partnership at the end of the year. 


Related Provisions: 96(2.2) — At-risk amount; 96(2.4) — Lim- 
ited partner; 127(8.2) — Expenditure base; 127(8.5) — “At-risk 
amount”, “limited partner”, 


History: The opening words of subsec. 127(8.1) amended by 1996, 
c..21, subsec. 30(6), applicable to taxation years that begin after 
1995. The opening words formerly read: 


(8.1) Investment tax credit of limited partner — Where a 
taxpayer is a limited partner of a partnership at the end:of the 
partnership’s taxation year, the amount referred to under sub- 
section (8) as the amount which. may reasonably be consid- 
ered to be the taxpayer’s share of the amounts that would be 
determined under paragraph (a), (b) or (e.1) of the definition 
“investment tax credit” in subsection (9), if paragraph (a) of 
that definition were read without reference to subparagraph 
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(a)(iii) thereof, in respect of the partnership for, the year shall 
not exceed the lesser of 


Pre-RSC History: Subsec. 127(8.1) added by 1986, c.55, subsec. | 


48(3), applicable after February 25, 1986. 


(8.2) Expenditure base — For the purposes of 
subsection (8.1), a taxpayer’s expenditure base in re- 
spect of a partnership at the end of a taxation year of 
the partnership is the lesser of ys 
(a) the amount, if any, by which. the total of 
(i) the taxpayer’s at-risk amount in respect of 
the partnership at the time’ the taxpayer last 
became a limited partner of the partnership, 


(ii) all amounts described in subparagraph 
53(1)(e)(iv) contributed by: the taxpayer after 
the time the taxpayer last became a limited 
partner of the partnership and before the end 
of the year that may reasonably be considered 
to have increased the taxpayer’s at-risk 
amount in respect of the partnership at the end 
of the taxation year in which the contribution 
was made, and sida 


(iii) the amount, if any, by which 


(A) the total of all amounts each of which 
is the. taxpayer’s share. of any income of 
the partnership as determined under para- 
graph 96(1)(f) for the year, or a preceding 
year ending after the time the taxpayer last 
became a limited «partner of the 
partnership, | 


~ exceeds | 


-(B) the total-of all amounts each of which 
is the taxpayer’s share of any loss of the 
partnership as determined under paragraph 
96(1)(g) for one of those years 


exceeds the total of. 


(iv) all amounts received by the taxpayer after 
the time the taxpayer last becamea’ limited 
partner of the partnership and before the end 
of theyear as,:on account or in lieu of pay- 
ment of, or in satisfaction of, a distribution of 
the taxpayer’s share of partnership profits or 
partnership capital, and 
(vy). the, total of all amounts each of which is 
the amount of an expenditure of the partner- 
ship referred to in paragraph (8.1)(a) in re- 
spect of the taxpayer for a preceding year, and 
(b) that proportion of the lesser of 
(i) the total of all amounts each’of which is, if 
the partnership were a person and its fiscal pe- 
riod were its taxation year, 
(A) an amount a specified percentage of 
which would be determined in respect of 
the partnership under. paragraph (a), (b) or 
(e.1). of the definition “investment tax 
credit” in subsection (9) for'the year, or 
(B) the amount that would be the SR&ED 
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qualified expenditure pool of the partner- 
ship at the end of the year, and 
(ii) the total of all amounts each of which is 
the amount determined under. paragraph (a) in 
respect of each of the limited partners. of, the 
partnership at the end of the year 
that 
(iii) the amount determined in respect of the 
taxpayer under. paragraph (a) for the, year 
is of shinomies ¥ D 
(iv) the amount: determined under subpara- 
graph (ii). LORRI Rn A : 
Related Provisions: 96(2.2) — At-risk amount; 96(2.4) — Lim- 
ited partner; 127(8.5) — “At-risk amount”, “limited partner”. 
History: Subpara. 127(8.2)(b)@) amended by 1996, c. 21, subsec. 
30(7), applicable to taxation years that begin after 1995. Subpara. 


(b)(i) formerly read: *~’ 


(i) the total of all'amounts each of which is an amount a spec- 
ified percentage of which would, if the partnership were a 
person and its fiscal period were its taxation year, be deter- 
mined in respect.of the partnership under paragraph (a), (b).or 
(e.1) of the definition “investment tax credit” in subsection 
(9), if paragraph (a) of that definition were read without refer- . 
ence to subparagraph (a)Gii) thereof, for the taxation year, 
and er | 
Pre-RSC History: Subsec. 127(8.2) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. . 


(8.3) Investment tax credit not allocated’ to 

limited partners — Where 0 
(a) the amount that would, if the partnership. were 
a person and its fiscal period were its taxation 
year, be determined in respect of the partnership 
under paragraph (a), (a.1), (b) or (e.1) of the defi- 
nition “investment tax credit” in subsection (9) 
for a taxation year 


exceeds , 


(b) the total of all amounts each of which is the 
amount determined, under subsections (8) and 
(8.1), to be the share thereof of a limited partner 
of the partnership, ue | 


such portion of the excess as is reasonable in the cir- 
cumstances (having regard to the investment in the 
partnership, including debt obligations of the -part- 
nership, of each’of those members of the partnership 
who was a:member of the partnership throughout the 
fiscal period of the partnership and who was ‘not a 
limited partner. of the partnership during the fiscal 
period of the partnership), shall, for the purposes of 
subsection (8), be considered:to, be the amount that 
may reasonably be considered to be that member’s 
share of the amount described in paragraph (a). 
Related Provisions: 96(2.2) — At-risk amount; 96(2.4) — Lim- 
ited partner; 127(8) — Election — renunciation of allocated credits; 
127(8.5) — “At-risk amount’, “limited partner”. 


History: Para. 127(8.3)(a) amended by 1996, c. 21, subsec. 30(8), 
applicable to taxation years that begin after 1995. Para. (a) formerly 
read: 


(a) the amount that would, if the partnership were a person 
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and its fiscal period were its taxation year, be determined in 
respect of the partnership under paragraph (a), (b) or (e.1) of 
the definition “investment tax credit” in subsection (9), if par- 
agraph (a) of that definition were read without reference to 
subparagraph (a)(iii) thereof, for a taxation year 


Pre-RSC History: Subsec. 127(8.3) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. 


(8.4) Idem — Notwithstanding subsection (8), 
where, pursuant to subsections’ (8) and (8.3) an 
amount would, but for this subsection, be required to 
be added in computing the investment tax credit of a 
taxpayer for a taxation year, where the taxpayer so 
elects in prescribed form and manner in the tax- 
payer’s return of income (other than a return of in- 
come filed under subsection 70(2) or 104(23), para- 
graph 128(2)(e) or subsection 150(4)) under this Part 
for the year, such portion of the amount as is elected 
by the taxpayer shall, for the purposes of this sec- 
tion, be deemed not to have been required by subsec- 
tion (8) to have been added in computing the tax- 
payer's investment tax credit at the end of the year. 


Related Provisions: 96(2.2) — At-risk amount: 96(2.4) — Lim- 
ited partner; 127(8.5) — “At-risk amount”, “limited partner”. 


Pre-RSC History: Subsec. 127(8.4) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. 


Forms: T932: Election by a member of a partnership to renounce 
investment tax credits pursuant to subsection 127(8.4). 


(8.5)..Definitions — In subsections (8.1). to (8.4), 
the words “at-risk amount” of a taxpayer and. “lim- 
ited partner” of a partnership have the meanings as- 
signed to those words by subsections 96(2.2) and 
(2.4), respectively. 

Pre-RSC History: Subsec. 127(8.5) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. 


(9) Idem — In this section, 


Pre-RSC History: The opening words also referred to s. 127:1: 
See now subsec. 127.1(2.1). 


That portion of subsec. 127(9) preceding the first definition 
amended to add “and section 127.1” by 1986, c. 55, subsec. 48(4), 
applicable after May 23, 1985. 


“annual investment tax credit limit” — [Repealed] 


History: The definition “annual investment tax credit limit” in sub- 
sec. 127(9) repealed by 1994, c. 8, subsec. 15(2), applicable to taxa- 
tion years that begin after 1993. The definition formerly read: 


“annual investment tax ‘credit limit” of a taxpayer for a taxa- 
tion year means 


(a) in the case of a corporation, the total of 


(i) */ of the corporation’s tax otherwise payable 
under this Part for the year, and 


(ii) where the corporation is a Canadian-controlled 
private corporation throughout the year, 3% of the ° 
least of the amounts determined. under paragraphs «: 
125(1)(a) to (c) in respect of the corporation for the 
year, and... 


(b) in any other case, the total of 
(i) $24,000, and 


(ii) */4 of the amount, if any, by which the taxpayer’s 
tax otherwise payable under this Part for the year ex- 
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ceeds $24,000; 


Pre-RSC History: The definition “annual investment tax credit” 
added by 1988, c. 55, subsec. 106(14), applicable to 1988 ef Seq., 
except that 


(a) in the case of any such taxation year commencing before 
1988, the annual investment tax credit limit of a taxpayer shall 
be the aggregate of 


(i) that proportion of the amount of the taxpayer’s tax oth- 
erwise payable, as defined in subsec. 127(17), for the year 
that the number of days in the year that are before 1988 is 
of the number of days in the year, and 


(ii) that proportion of the amount that would be the tax- 
payer’s annual investment tax credit limit for the year pur- 
suant to the definition “annual investment tax credit limit” 
if that definition were applicable for the year, that the num- 
ber of days in the year that are after 1987 is of the number 
of days in the year, and 


(b) in the case of any such taxation year commencing before 
July, 1988, subpara. (a)(ii) of the definition “annual investment 
tax credit limit” in subsec. 127(9) shall be read as follows: 


(ii) where the corporation is a Canadian-controlled pri- 
vate corporation throughout the year, '/s of the amount, if 
any, by which 


(A) the aggregate of 


(I) that proportion of 15% of the least of the 
amounts determined under paragraphs 125(1)(a) 
to (c) in respect of the corporation for the year 
that the number of days in the year that are 
before July, 1987 is of the number of days in the 
year, 


(II) that proportion of 14% of the least of the 
amounts determined under paragraphs 125(1)(a) 
to (c) in respect of the corporation for the year 
that the number of days in the year that are after 
June, 1987 and before July, 1988 is of the num- 
ber of days in the year, and 


(III) that proportion of 12% of the least of the 
amounts determined under paragraphs 125(1)(a) 
to (c) in respect of the corporation for the year 
that the number of days in the year that are after 
June, 1988 is of the number of days in the year 


exceeds the aggregate of 


“(B) in the case of any such taxation year ending 
before July, 1988, the amount, if any, determined 
under paragraph 125.1(1)(b) in respect of the corpo- 
ration for the year, 


(C) in the case of any such taxation year commenc- 
ing before July, 1988 and ending after June, 1988, 
the amount, if any, determined under paragraph 
125.1(1)(f), as set out in subsection 103(3) of An Act 
to amend the Income Tax Act; the Canada Pension 
Plan, the Unemployment Insurance Act, 1 971, the 
Federal-Provincial Fiscal Arrangements and Fed- 
eral Post-Secondary Education and Health Contri- 
butions Act, 1977 and Certain Related Acts, enacted 
in 1988, in respect of the corporation for the year, 
and 


(D) the amount, if any, determined in respect of the 
corporation for the taxation year under subsection 
46(3) of An Act to amend the Income Tax Act and a 
related Act, being chapter 55 of the Statutes of Can- 
ada, 1986, as enacted by section 201 of An Act to 
amend the Income Tax Act, the Canada Pension 
Plan, the Unemployment Insurance Act, 1971, the 
Federal-Provincial Fiscal Arrangements and Fed- 
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eral Post-Secondary Education and Health Contri+ 
butions Act, 1977 and Certain Related Acts, enacted 
in 1988, and 


“approved project” means a project with a total 
capital cost of depreciable property, determined 
without reference to subsection 13(7.1) or (7.4), of 
not less than $25,000 that has, on application in writ- 
ing before July, 1988, been approved by such mem- 
ber of the Queen’s Privy. Council for Canada as is 
designated by the Governor in, Council for the pur- 
poses of this definition in relation to projects in the 
appropriate province or region of a province; 


Pre-RSC History: “Approved project” in subsec..127(9) amended 


by 1990, c. 1, subsec. 29(1), to: substitute -“‘such. member ‘of the 
Queen’s Privy Council for Canada as is designated by the Governor 


in Council for the purposes of this definition in relation to projects, |. 


in the appropriate province or region of a province” for “the Minis- 
ter of Regional Industrial Expansion”, in force February 23, 1990. 


“Approved project” in subsec. 127(9) amended to substitute 
“$95,000” for “$50,000” by 1986, c..55, subsec. 48(5), applicable 
with respect to projects approved after February 25, 1986. (For ear- 
lier history, see end of subsec. 127(9).) 00 


“approved project property” — [Repealed] ' 


History: The definition “approved project property” in: subsec. 
127(9) repealed by 1996, c. 21, subsec, 30(9), applicable. to. taxation 
years that begin after 1995. It formerly, read: 


“approved project property” of a taxpayer means property 
that is certified by the member of the Queen’s Privy Council 
for Canada appointed to be the Minister ‘for the purposes of 
the Atlantic’ Canada ‘Opportunities Agency Act to be property 
that has not been used, or acquired for use or lease, for any 
purpose whatever before it was acquired by the taxpayer, and 
to be 


(a) a prescribed building, to the extent that it is acquired 
by the taxpayer after May 23, 1985 and before 1993, or 


(b) prescribed machinery and equipment acquired by the 
taxpayer after May 23, 1985 and before 1993, 


that has been acquired pursuant to a plan by the taxpayer to 
use the property in Cape Breton primarily for an approved 
purpose in an approved project or, in the case of a prescribed 
building, to be leased by the taxpayer to a lessee (other than a 
person exempt from tax under this Part by virtue of section 
149) who can reasonably be expected to use the building pur- ° 
suant to a plan to use it,in Cape Breton primarily for an ap- 
proved purpose in an approved project, or 


(c) part of a prescribed building to the extent that the part 
is acquired by the taxpayer after May 23, 1985 jand 
before 1993 to be. : 


(i) used by the taxpayer, or 


(ii) leased by the taxpayer to a lessee (other than a 
person exempt from tax under this Part by virtue of 
section 149) who can reasonably be expected to use 
that part . 13 


pursuant to a plan to use that part in Cape Breton prima- 
rily for an approved purpose in an approved project, or 


(d) where the taxpayer is a leasing corporation, pre- 
scribed machinery and equipment acquired by the tax- 
payer after May 23, 1985 and before 1993, to be leased 
by the taxpayer in the ordinary course of carrying on a 
business in Canada to a lessee (other than a person ex- 
empt from tax under this Part by virtue of section 149) 
who can reasonably’ be expected to use'the property in 
Cape Breton primarily for an approved purpose in an ap- 
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proved project, but this paragraph only applies if the first 
lessee of the property commenced use of the property af- 
ter May’23, 1985, i; | | 1G. ballin 


‘and for the purposes of this’ definition, — 
(e) “for an approved purpose” means for the purpose of 


(i) any of the activities described in subparagraphs 
(c)(i) to (ix), (xi)'and(xii) of the definition “qualified 
property” in this subsection, 
(ii) farming, or 
(iii) a prescribed activity, and 
~*(f) “leasing corporation” means a corporation the princi- 
pal business of which is leasing property, manufacturing 
property that it sells or leases, the lending of money, the 
purchasing of conditional sales contracts, accounts re- 
‘ceivablé; bills of sale, chattel mortgages, bills of ex- 
change or-other obligations representing part or all of the 
sale price of merchandise or services, or selling or servic- 
“ing a type of property that it also leases, or any combina- 
tion thereof; © te 


-Pre-RSC History: That portion of “approved. project :property” 


preceding para. (a) in subsec. 127(9) amended by 1990, c. 1, subsec. 
29(2), to substitute “the member of the Queen’s’ Privy Council for 
Canada-appointed to be the Minister for the purposes, of the Atlantic 
Canada Opportunities. Agency Act” for “the Ministerof Regional 
Industrial Expansion”,.in force February 23, 1990. 

That portion.of the definition.“approved project property” preceding 
para. (a) in subsec. 127(9) amended. to. substitute “and to be” for 
“and that is” by 1986, c. 55, subsec. 48(6), applicable after May 23, 
1985. (For ‘earlier history, see end of subsec. 127(9):). 

Regulations: 4604(1) (prescribed building), 4604(2) (prescribed 
machinery and equipment); 4605 (prescribed: activity). 


“Cape Breton” means Cape Breton Island and that 
portion of the Province, of Nova Scotia, within the 
following described boundary: 


beginning at a point on the southwesterly shore 
of Chedabucto Bay near Red Head, said point 
being S70 degrees, E (Nova Scotia grid merid- 
ian) from Geodetic Station Sand, thence in a 
southwesterly direction to a point on the north- 
westerly boundary of highway 344, said point 
being southwesterly 240' from the intersection 
of King Brook with said highway boundary, 
“thence northwesterly to Crown post 6678, 
therice continuing northwesterly to Crown post 
6679, thence continuing northwesterly to 
_.,Crown.-post 6680,: thence, continuing northwest- 
erly to. Crown, post 6681, thence continuing 
northwesterly to Crown post, 6632; thence con- 
tinuing northwesterly. to Crown. post 6602, 
thence northerly. to. Crown post 8575; thence 
northerly to Crown post,6599, thence, continu. 
ing northerly to Crown post 6600, thence north-. 
westerly to the southwest angle of the: Town, of 
Mulgrave, thence along the westerly boundary 
of the Town of Mulgrave and a prolongation 
thereof northerly to, the Antigonish-Guys- 
borough county line, thence along said county 
line northeasterly to: the southwesterly shore of 
the Strait of Canso, thence following the south- 
westerly shore of the Strait of Canso and the 
northwesterly. shore of Chedabucto Bay south- 
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easterly to the place of beginning; 


“certified property” of a taxpayer means any prop- 
erty (other than an approved project property) de- 
scribed in paragraph (a) or (b) of the definition 
“qualified property” in this subsection 


(a) that was acquired by the taxpayer 
(i) after October 28, 1980 and 
(A) before 1987, or 
(B) before 1988 where the property is 


(I) a building under construction before 
1987, or 


(Il) machinery and equipment ordered 
in writing by the taxpayer before 1987, 


(ii) after 1986 and before 1989, other than a 
property included in subparagraph (i), 


(iii) after 1988 and before 1995, 
(iv) after 1994 and before 1996 where 


(A) the property is acquired by the tax- 
payer for use in a project that was substan- 
tially advanced by or on behalf of the tax- 
payer, as evidenced in writing, before 
February 22, 1994, and 


(B) construction of the project by or on be- 
half of the taxpayer begins before 1995, or 


(v) after 1994 where the property 


(A) is acquired by the taxpayer under a 
written agreement of purchase and sale en- 
tered into by the taxpayer before February 
22, 1994, 


(B) was under construction by or on behalf 
of the taxpayer on February 22, 1994, or 


(C) is machinery or equipment that will be 

a fixed and integral part of property under 

construction by or on behalf of the tax- 
_ payer on February 22, 1994, 


and that has not been used, or acquired for use or 
lease, for any purpose whatever before it was ac- 
quired by the taxpayer, and 


(b) that is part of a facility as defined for the pur- 
poses of the Regional Development Incentives 
Act, chapter R-3 of the Revised Statutes of Can- 
ada, 1970, and was acquired primarily for use by 
the taxpayer in a prescribed area: 
History: Subpara. (a)(iii) of the definition “certified property” in 
subsec. 127(9) amended and subparas. (iv) and (v) added by 1995, 
c. 3, subsec. 37(1), applicable to property acquired and expenditures 
incurred after 1994, Subpara. (a)(iii) formerly read: 
(111) after 1988, 


Pre-RSC History: Subpara. (a)(ii) of the definition “certified 
property” in subsec. 127(9)‘amended to substitute “after 1986 and 
before 1989” for “after 1986”, and subpara. (a)(iii) added, by 1988, 
c. 55, subsec. 106(3), applicable to 1988 et seq. 


Para. (a) of the definition “certified property” substituted by 1986, 
c. 55, subsec. 48(7), applicable after February 25, 1986. Para. (a) 
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formerly read: 
(a) that was acquired by the taxpayer after October 28, 1980 
and 
(i) before 1987, or 
(ii) before 1988 where the property is 
(A) a building under construction before 1987, or 
(B) machinery and equipment ordered in writing by 
the taxpayer before 1987 
and has not been used, or acquired for use or lease, for any 
purpose whatever before it was acquired by him, and 
(For earlier history, see end of subsec. 127(9).) 


Selected Cases [subsec. 127(9) “certified property”]: New- 
foundland Tractor and Equipment Co. v. Canada: [1996] 2 CEC. 
2250 (TCC) (“Use” does not include leasing); Fibreco Pulp Inc. v. 
Canada, [1994] 2 C.T.C. 114 (FCTD) (Chemi-thermo-mechanical 
pulp mill was certified property). 


Regulations: 4602 (prescribed area). 


“contract payment” means 


(a) an amount paid or payable to a taxpayer, by a 
taxable supplier in respect of the amount, for sci- 
entific research and experimental development to 
the extent that it is performed 


(i) for or on behalf of a person or partnership 
entitled to a deduction in respect of the 
amount because of subparagraph 37(1)(a)(i) 
or (i.1), and 


(ii) at a time when the taxpayer is dealing at 
arm’s length with the person or partnership, or 


(b) an amount, other than a prescribed amount, 
payable by a Canadian government or municipal- 
ity or other Canadian public authority or by a per- 
son exempt, because of section 149, from tax 
under this Part on all or part of the person’s taxa- 
ble income for scientific research and experimen- 
tal development to be performed for it or on its 
behalf; 


Related Provisions: 127(11.1)(c) — Reduction in qualifying. ex- 
penditure for amounts paid as contract payments; 127(18)—(22) — 
Reduction of qualified expenditures to reflect contract payment; 
127(25) — Anti-avoidance — deemed contract payment. 


History: Para. (a) of the definition “contract payment” in subsec. 
127(9) amended by 1996, c: 21, subsec. 30(11), applicable to taxa- 
tion years that begin after 1995. Para. (a) formerly read: 


(a) an amount payable for scientific research and experimen- 
tal development to the extent that it can reasonably be consid- 
ered to have been performed for,.or on behalf of, a person 
entitled to a deduction in respect of the amount because of 
subparagraph 37(1)(a)(i) or clause 37( 1)(a)(ii)(D), or 


“Contract payment” in subsec. 127(9) amended by 1994, c. 7, Sch. 
VIII (1993, c. 24), subsec. 68(2), applicable to amounts that become 
payable after December 20, 1991. That definition formerly read: 


“contract payment” means 


(a) an amount payable by a person resident in Canada for 
scientific research and experimental development related 
to the business of that person, 


(b) an amount, other than a prescribed amount, payable 
by a Canadian government, municipality or other Cana- 
dian public authority or by a person exempt from tax 
under Part I by virtue of section 149 for scientific re- 
search and experimental development to be performed 
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' for it or on its behalf, or 


(¢) an amount payable by a person not resident in Canada 
if that person is entitled to a deduction under clause 
37(1)(a)(i)(D) in respect, of the amount; ., 
Pre-RSC History: Para. (c) of “contract payment” in subsec. 
127(9) amended by 1988, c. 55, subsec. 106(3-1), to ‘substitute 
“clause 37(1)(a)(ii)(D)” for “subparagraph 37(1)(a)(v)”, applicable 
with respect to expenditures made after December 15, 1987, other 
than expenditures made after that date and before 1989 pursuant to 
(a) an obligation entered into in writing before December 16, 
POST REA LAY: fe) ahh EE 
(b) the terms of a prospectus, preliminary prospectus, registra- 
tion statement or offering memorandum filed before December 
16, 1987 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of any province, or 


(c) the terms of an offering memorandum distributed as part of 
an offering of securities where: ~ 


(i) the offering memorandum:‘contained a complete or sub- 

stantially complete description of the securities contem- 

plated in the offering as well as the terms and conditions of 

the offering of the securities, 

(ii) ‘the offering memorandum was distributed before. De- 

cember 16, 1987, 

(iii) solicitations in respect of the sale of the securities con- 

templated by the offering memorandum were made before 

December 16, 1987, ‘and : vt 

(iv) the sale of the securities was substantially ‘in accor- 
+ dance with the offering memorandum, 


and if; where ‘the expenditure is made after December 15; 1987 
by way of apayment made to an entity described in subpara. 
37(1)(a)(ii), the scientific research and. experimental develop- 
ment to be performed pursuant to that payment is so performed 
before 1989. : 
Regulations: 4606 (prescribed amount). 
Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


Application Policies: SR&ED 94-04: Definition of “contract 
payment” in subsec. 127(9). ff 


“designated region” — [Repealed under. former 
Act] , sia 
Pre-RSC History: For history see end of subsec..127(9). 


“eligible taxpayer”’ means : 
(a) a corporation other than a non-qualifying 
corporation, 
(b) an individual other than a trust, _ 
(c) a trust all the beneficiaries of which are eligi- 
ble taxpayers, and — ; : 
(d) a partnership all the members of which are el- 
| igible taxpayers, 
and, for the purpose of this definition, a beneficiary 
of a trust is a person or partnership that is benefi- 
cially interested in the trust; 


Related Provisions: 248(25) — Meaning of. “beneficially 
interested’’. : 


History: The definition “eligible taxpayer” added to subsec. 1279) 
by 1994, c. 8, subsec. 15(9), applicable to property acquired after 
December 2, 1992. ; . f 


“first term shared-use-equipment” of a taxpayer 
means depreciable property of the taxpayer (other 
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than prescribed depreciable property of a taxpayer) 
that is used. by. the taxpayer, during its operating time 
in the period (in this subsection and subsection 
(11.1) referred to as the “first period’) beginning at 
the time the property was acquired. by the taxpayer 
and ending at,the end of the taxpayer’s first taxation 
year ending at least 12 months, after that tume, prima- 
rily for the prosecution of scientific research and ex- 
perimental, development in Canada, but does not in- 
clude general purpose office equipment or furniture; 
Related Provisions: 88(1)(e.3) closing words — Winding-up — 
parent deemed continuation of subsidiary; 127(11.5)(b) — Adjust- 
ments to qualified expenditures. : 

History: The definition “first term shared-use-equipment” added to 
subsec:. 127(9) by 1994, c: 8, subsec. 15(9), applicable to property 
acquired after December 2, 1992. 


Regulations: 2900(9) (prescribed depreciable, property). 


“Gaspé Peninsula” means that portion of the Gaspé 
region of the Province of Quebec that extends to the 
western border of Kamouraska County and includes 
the Magdalen Islands; DEF Ios 


“government assistance” means assistance from a 
government, municipality or other public authority 
whether as a grant, subsidy, forgivable loan, deduc- 
tion from tax, investment allowance or as any other 
form of assistance other than as a deduction under 
subsection (5) or (6);~ ri 

Related Provisions: 248(16)—-(18) — GST input tax credits 
deemed to be government assistance. 


“investment tax credit” of a taxpayer at the end of 
a taxation year means the amount, if any, by which 
the total of | 


(a) the total of all amounts each of which is the 
specified percentage of the capital cost to the tax- 
payer of certified property or qualified property 
acquired by the taxpayer in the year, 
(a.1) 20% of the taxpayer's SR&ED qualified ex- 
penditure pool at the end of the year, 


(b) the total of amounts requited by subsection 
(7) or (8) to be added in computing the taxpayer’s 
investment tax credit at the end of the year, 
(c) the total of all amounts’ each of which is an 
“amount determined under paragraph (a), (a.1) or 
(b) in respect of the taxpayer for any of the 10 
taxation years immediately preceding or the 3 
taxation years immediately following the year, 


(d) the total of all amounts each of which is an 
amount required by subsection 119(9) to be ad- 
ded in computing the taxpayer’s investment, tax 
credit at the end of the year or at the end of any 
of the 10 taxation years immediately preceding 
the year, | 


(e) the total of all amounts each of which is an 
amount required by subsection (10.1) to be added 
- in computing the taxpayer’s investment tax credit 
at the end of the year or at the end of any of the 
10 taxation years immediately preceding or the 3 
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taxation years immediately following the year, , 


(e.1) the total of all amounts each of which is the 
specified percentage of that part of a repayment 
made by the taxpayer in the year or in any of the 
10 taxation years immediately preceding or the 3 
taxation years immediately following the ‘year 
that can reasonably be considered to be a repay- 
ment of government assistance, non-government 
assistance or a contract payment that reduced 


(i) the capital cost to the taxpayer of a prop- 

erty under paragraph (11.1)(b), | 

(ii) the amount of a qualified expenditure in- 
_ curred by the taxpayer under paragraph 

(11.1)(c) for taxation years that began before 


? 


(iii) the prescribed proxy amount ofthe tax- 
payer under paragraph (11.1)(f) for taxation 
years that began before 1996, or . 


(iv) a qualified expenditure incurred by the 
taxpayer under any of subsections (18) to 
(20), and 


(e.2) the total of all amounts each of which is the 
specified percentage of '/s of that part of a repay- 
ment made by the taxpayer in the year or in any 
of the 10 taxation years immediately preceding or 
the 3 taxation years immediately following the 
year that can reasonably be considered to be a re- 
payment of government assistance, non-govern- 
ment assistance or a contract payment that 
reduced ; 


(i) the amount of a qualified expenditure in- 
curred by the taxpayer under paragraph 
(11.1)(e) for taxation years that began before 
1996, or : 1 . 
(ii) a qualified expenditure incurred by the 
taxpayer under any of subsections (18) to 
(20), 12 
in respect of first term shared-use-equipment or 
second term shared-use-equipment, and, for that 
purpose, a repayment made by the taxpayer in 
any taxation year preceding the first taxation year 
that ends coincidentally with the first period or 
the second period in respect of first term shared- 
use-equipment or second term shared-use-equip- 
ment, respectively, is deemed to have been: in- 
curred by the taxpayer in that first taxation year, 


exceeds the total of 


(f) the total of all ‘amounts each of which ‘is an 
amount deducted under subsection (5) from the 
tax otherwise payable under this Part by the tax- 
payer for a preceding taxation year in respect of 
property acquired, or an expenditure incurred, in 
the year or in any of the 10 taxation years imme- 
diately preceding or the 2 taxation years immedi- 
ately following the year, or in respect of the tax- 
payer's SR&ED qualified expenditure pool at the 
end of such a year, 
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(g) the total of all amounts. each of which is an 
amount required by subsection (6) to be deducted 
in computing the taxpayer’s investment tax credit 


(i) at the end of the year, or 
(ii) [Repealed] . 


(iii) at the end of any of the 9 taxation years 
immediately preceding or the 3 taxation years 
immediately following the year, 


(h) the total of all amounts each of which is an 
amount required by subsection (7) to be deducted 
In computing the taxpayer’s investment tax credit 


(i) at the end of the year, or’ ' 
(ii) [Repealed] 
(iii) at the end of any of the 10 taxation years 


immediately preceding or the 3 taxation years 
immediately following the year, 


(1) the total of all amounts each of which is an 
amount claimed under subparagraph 192(2)(a)(ii) 
by the taxpayer for the year or a preceding taxa- 
tion year in respect of property acquired, or an 
expenditure made, in the year or the 10 taxation 
years immediately preceding the year, 


_ Q) where the taxpayer is a corporation control of 
which has been acquired by a person or group of 
persons at any time before the end of the year, the 
amount determined under subsection (9:1) in re- 
spect of the taxpayer, and sd 


(k) where the taxpayer is a corporation control of 
which has been acquired by a person or group of 
persons at any time after the end of the year, the 
amount determined under subsection (9.2) in re- 
spect of the taxpayer, 


except that no amount shall be included in. the total 
determined under any of paragraphs (a) to (e.2) in 
respect of any qualified expenditure incurred by the 
taxpayer in the course of earning income from a bus- 
iness, or in respect of any certified property or quali- 
fied property acquired by the taxpayer for-use ‘in the 
course of earning income from a business, if any of 
the income from that business is exempt from tax 
under this Part; ad 
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Related Provisions: 66(10.1)(b) —Joint exploration corpora- 
tion; 87(2)(qq) — Amalgamations — continuation of corporation; 


~ 87(2.11) — Vertical amalgamations; 88(1)(e.3) — Flow-through of 


ITC to patent on wind-up of corporation; 127(7) ITC ‘of ‘testa- 


“mentary°trust; 127(8) —ITC of partnership; 127(9.1) — Where 


control acquired before end of year; 127(9.2) —'Where control ac- 
quired after beginning of year; 127(10.1).— Addition.,to, ITC; 
127(10.8) — Regeneration of ITCs where entitlement to assistance 
expires; 127(11.1), (11.2) — ITC calculation rules; 127(26) — Ex- 
penditure unpaid within 180 days of end of year; 127.1(2), (2.01) — 
Refundable investment tax.credit;.149(10)(c) — Where.corporation 
becomes or ceases to be exempt; 248(1) “investment tax “credit” — 
Definition applies to- entire Act; 256(7)-(9) — Whether control ac- 
quired (for paras. (j), (k)). P AEAAK ARAL EQSTS 
History: Paras. (a), (c), that portion between paras. (e) and (g), sub- 
paras. (g)(iii) and (h)(iii), and the closing words of the definition 
“investment tax credit” in subsec. 127(9) amended, subparas. (g)(i) 
and (h)(ii) repealed, para. (a.1) added, by '1996;"c:.21, subsecs. 
30(12) to (17), applicable to:taxation years that begin’ after 995. 
These portions of, the definition formerly read: bas 


(a) the total of, all amounts each of which is the specified per- 
centage of jes 4 


(i), the capital cost to the taxpayer. of approved project 
property, certified property, qualified construction equip- 
ment, qualified property, qualified small-business prop- 
erty Or qualified transportation equipment acquired by the 
taxpayer'in the year, . 
(ii) a qualified expenditure made by the taxpayer in the 
“year, Or aN 
(iii) the taxpayer’s qualified Canadian exploration expen- 
diture for the year, mitra 
(¢) the total Of all améunts each of which is 1 ~ 
(i) an amount determined under paragraph (a) or (b) in 
respect of the taxpayer for any of the 5 taxation years im- 
mediately preceding the year, where the property was-ac-: 
quired, or ‘the qualified expenditure was made, before 
April 20, 1983, or (ieGetl yesle oOTIY 


(ii); an,amount. determined. under paragraph (a). or (b), in,» 
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respect of the taxpayer for any of the 10 taxation years 
immediately preceding or the 3 taxation years immedi- 
ately following the year, where the property was ac- 
"quired, or the qualified expenditure was made, after April 
19, 1983 or the qualified Canadian exploration expendi- 
ture was for a taxation year ending after November 30, 
1985, "4 


(e.1) the total of all amounts each of which is the specified 


percentage of that part of a repayment. made by the taxpayer 


in the year or in any of the 10 taxation: years immediately 
preceding or the 3, taxation years immediately following the 
year that can reasonably be considered to bea repayment of 
government assistance, non-government assistance or a con- 
tract payment that reduced the capital cost to the taxpayer of a 
propetty under paragraph (11.1)(b), the amount of an expen- 
diture made by the taxpayer under paragraph (11.1)(c) or the 
prescribed proxy amount of the taxpayer under paragraph 
(11.1)(f); and has MOG 


(e.2) the total of all amounts each of which is the specified 
percentage of '/4 of that part of a repayment made by the tax- 
payer in the year or in any of the 10 taxation’ years immedi- 
ately preceding or the 3 taxation years immediately following 


‘the year that can reasonably be considered to be a repayment 


of government assistance, non-government assistance or a 


“contract payment ’that reduced the amount of an expenditure 
“made by the taxpayer under paragraph (1 1.1)(e) in respect of 
» first term sharéd-use-equipment or second term shared-use- 


equipment, and, for that purpose, a repayment made’ by the 


taxpayer in any taxation year preceding the first taxation year 


ending coincidentally with the first period or the second pe- 


riod in respect of first term shared-use-equipment or, second 


term shared-use-equipment, respectively, shall be deemed to 
have been made by the taxpayer in. that first taxation year, 


exceeds the total of 


(f), the ‘total of all amounts each of which is an amount de- 


“ducted under subsection (5) from the. tax otherwise payable 


under this Part by the taxpayer for a preceding taxation year 
in respect of 


(i) property acquired, or an expenditure made, in any of 
the 5 taxation years immediately preceding the year, 
where the property was acquired, or the expenditure was 
made, before April 20, 1983, or 


(ii) property acquired, or an expenditure made, in the 

year or in any of the 10 taxation years immediately pre- 
ceding or'the’2 taxation years immediately following the 
year, where the property was ‘acquired, or the expenditure 
was made, after April 19, 1983, 


(g)(ii) in respect of property acquired, or an expenditure 


“made, before April 20, 1983, at the end of any of the 4 taxa- 


tion years immediately preceding the year, or 


(g)@ii) in respect of property acquired, or an expenditure 
made, after April 19, 1983, at the end of any of the 9 taxation 
years immediately preceding or the 3 taxation years immedi- 


“ately following the year, 


(h)(ii) in respect. of property acquired, or an expenditure 
made, before April 20, 1983, at the end of any of the 5 taxa- 
tion years immediately preceding the year, or 


(h)(iii) in respect of property acquired, or, an expenditure 
made, after April 19, 1983, at the end of any of the 10 taxa- 
tion years immediately preceding or the 3 taxation years im- 
mediately following the year, i 
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. except that no amount shall be included in the total deter- 
mined under any of paragraphs (a) to (e.2) in respect of any 
qualified expenditure incurred by the taxpayer in the course 
of earning income from a business, or in respect of any certi- 
fied property or qualified property acquired by the taxpayer 
for use in the course of earning income from a business, if 
any of the income from that business is exempt from tax 
under this Part; 


Subpara. (a)(i) of the definition “investment tax credit” in subsec. 
127(9) amended by 1994, 'c. 8, subsec. 15(3), applicable to property 
acquired after December 2, 1992. Subpara. (a)(i) formerly read: 


(i) the capital cost to the taxpayer of a qualified property, 
qualified transportation equipment, qualified construction 
equipment, approved project property or certified property 
acquired by. the taxpayer in the year, 


Para. (e.1).of the definition “investment. tax credit” in subsec. 
127(9) amended, para. (e.2) added, by 1994, c. 8, subsec. 15(4), ap- 
plicable to taxation years ending after December 2, 1992. Para. (e.1) 
formerly read: 


(e.1) the total of all amounts each of which is the specified 
percentage of that part of a repayment made by the taxpayer 
in the. year or in any of the 10 taxation years immediately 
preceding or the 3 taxation years immediately following the 
year. that may reasonably be considered to be a repayment of 
government assistance, non-government assistance or a con- 
tract payment.that reduced the capital cost to.the taxpayer of a 
property under paragraph (11.1)(b) or that reduced the 
amount of an expenditure made by the taxpayer under para- 
graph (11.1)(c), , 

The closing words of the definition “investment tax credit” in sub- 

sec. 127(9) amended by 1994, c. 8, subsec. 15(5), applicable to 

property acquired after December 2, 1992. They formerly read: 


except that no amount shall be included in the total deter- 
mined under any of paragraphs (a) to (e.1) in respect of any 
qualified Canadian exploration expenditure or qualified ex- 
penditure made by the taxpayer in the course of earning in- 
come from a business, or in respect of any certified property, 
qualified property or approved project property acquired by 
the taxpayer for use in the course of earning income from a 
business, if any-of the income from that business is exempt 
from tax-under this Part; 


That portion of “investment tax credit” following para. (k) in sub- 
sec. 127(9) added by 1994, c. 7, Sch. I. (1991, c. 49), subsec. 
104(1), applicable to property acquired and expenditures made by a 
taxpayer after July 13, 1990, other than property acquired and ex- 
penditures made after that day and before 1992 


(a) under an agreement in writing entered into by the taxpayer 
before July 14, 1990; or 


(b) for the purpose of completing the construction of property 
that was under construction by or on behalf of the taxpayer 
before July 14, 1990. 


Pre-RSC History: The definition “investment tax credit” in sub- 
sec. 127(9) amended by 1988, c. 55, subsecs. 106(4) to (9), to sub- 
stitute “the 10 taxation years immediately preceding” for “the 7 tax- 
ation years immediately preceding” in subpara. (c)(ii), paras. (d), 
(e), (e.1), subparas. (f)(ii), (h)(ii) and para. (i); to substitute “that 
part of a repayment” for “that portion of a repayment” in para. (e.1); 
and to substitute “at the end of any of the 9 taxation years immedi- 
ately preceding” for “at the end of any of the 6 taxation years imme- 
diately preceding” in subpara. (g)(iii), applicable to 1988 et Seq. 


Paras. (j), (k) of the definition “investment tax credit” in subsec. 
127(9) amended by 1987, c. 46, subsec. 46(1), to substitute, in each, 
“group of persons” for “persons” and, in (k), “the end of the year” 
for “the commencement of the year”, applicable in respect of acqui- 
sitions of control occurring after January 15, 1987 other than acqui- 
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sitions of control occurring before 1988 where the persons acquiring 
the control were obliged on that date to acquire the control pursuant 
to the terms of agreements in writing entered into on or before that 
date (see “Interpretation” below). 


Para. (a) and subpara. (c)(ii) of the definition “investment tax 
credit” in subsec. 127(9) substituted, para. (a) applicable with re- 
spect to expenditures made after November 30, 1985, and subpara. 
(c)(ii) substituted to add “or the qualified Canadian exploration ex- 
penditure was for a taxation year ending after November 30, 1985”, 
applicable to taxation years ending after November 1982, by 1986, 
c. 55, subsecs. 48(8), (9). Para. (a) formerly read: ss 


(a) the aggregate of all amounts each of which is the specified 
percentage of the capital cost to him of a qualified property, 
qualified transportation equipment, qualified construction 
equipment, approved project property or certified property — 
acquired by him in the year or the specified percentage of a 
qualified expenditure made by him in the year, 

(For earlier history, see end of subsec. 127(9).) 


Interpretation — “obliged to acquire or dispose of 
Property or to acquire control of a corporation”: 1987, c¢. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Jncome Tax Act] affecting acquisi-.. 
tions or dispositions of property or acquisitions of control of 
corporations. 


interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-151R4: Scientific research and experimental 
development expenditures. 


Information Circulars: 78-4R3: Investment tax credit rates. 


Forms: T2038 (Corp): Investment tax credit (ITC) — corporations; 
T2038 (Ind): Investment tax credit (ITC) — individuals. 


“non-government assistance” means an amount 
that would be included in income by virtue of para- 
graph 12(1)(x) if that paragraph were read without 
reference to subparagraphs 12(1)(x)(vi) and (vii); 


“non-qualifying corporation” at any time means 


(a) a corporation that is, at that time, not a Cana- 
dian-controlled private corporation, . 


(b) a corporation that would be liable to pay tax 
under Part I.3 for the taxation year of the corpora- 
tion that includes that time if that Part were read 
without reference to subsection 181.1(4) and if 
the amount determined under subsection 181.2(3) 
in respect of the corporation for the year were de- 
termined without reference to amounts described 
in any of paragraphs 181.2(3)(a), (b), (d) and (f) 
to the extent that the amounts so described were 
used to acquire property that would be qualified 
small-business property if the corporation were 
not a non-qualifying corporation, or 
(c) a corporation that at that time is related for the 
purposes of section 181.5 to a corporation de- 
scribed in paragraph (b); 

History: The definition “non-qualifying corporation” added to sub- 


sec. 127(9) by 1994, c. 8, subsec. 15(9), applicable to property ac- 
quired after December 2, 1992. 


“qualified Canadian exploration expenditure” — 
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[Repealed] 

History: The definition “qualified Canadian exploration expendi- 
ture” in subsec. 127(9) repealed by,1996, c. 21, subsec. 30(9), appli- 
cable to taxation years that begin after 1995. It formerly read: 


“qualified Canadian exploration expenditure”. of a taxpayer 
for a taxation year means the prescribed expenditure of the 
taxpayer for the year; Liat 
Pre-RSC History: The definition “qualified Canadian exploration 
expenditure” added to subsec. 127(9) by 1986, c. 55, subsec. 
48(15), applicable to expenditures made after November 30, 1985. 


Regulations: 4608 (prescribed expenditure). 


“qualified construction equipment” — [Repealed] 


History: The definition “qualified construction equipment” in sub- 
sec. 127(9) repealed by 1996, c. 21, subsec. 30(9), applicable to tax- 
ation years that begin after 1995.. It formerly read: ‘} 


“qualified construction equipment’ of a taxpayer means pre- 
scribed equipment acquired by the taxpayer after April 19, 
1983 and before 1989 that has not been used, or acquired for 
use or lease, for any purpose whatever before its acquisition 
by the taxpayer and that is 


(a) to be used by the taxpayer principally for the purpose 
of construction in Canada in the course of carrying on a 
business other than a business 
(i) the income from which is exempt from income 
tax by virtue of any provision of this Act, or 
(ii) the income from which is not included in the tax- 
payer’s income or, in the case of a non-resident per- 
son, in the taxpayer’s taxable income earned in Can- 
ada, or ‘ 
(b) to be leased by the taxpayer, if 
(i) the equipment is leased by the taxpayer in the or- 
dinary course of carrying on a business in Canada, 
the income from which is other than income referred 
to in subparagraph (a)(i) or (1i), to a lessee who can 
reasonably be expected to use the equipment princi- 
pally for the purpose and under the circumstances re- 
ferred to in paragraph (a), and 
(ii) the taxpayer is a corporation whose principal 
business is a business described in subparagraph 
(d)(i) of the definition “qualified property” in this 
subsection or is a taxpayer whose principal business 
is a construction business; 
Pre-RSC History: All that portion of the definition “qualified 
construction equipment” preceding para. (a) in subsec. 1279) 
amended by 1986, c. 55, subsec. 48(10), to substitute “‘after April 
19, 1983 and before 1989” for “after April 19, 1983”, applicable 
after February 25,1986. rR 
(For earlier history, see end of subsec. 127(9).) 


Regulations: 4603 (prescribed equipment). 
“qualified expenditure’ incurred by a taxpayer in a 
taxation year means. 


(a) an amount that is an expenditure incurred in 
the year by the taxpayer in respect of scientific 
research and experimental development that:is an 
expenditure 


(i) for first term shared-use-equipment or sec- 
ond term shared-use-equipment, 


(ii) described in paragraph 37(1)(a), or 
(iii) described in subparagraph 37(1)(b)G), or 
(b) a prescribed proxy amount of the taxpayer for 
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the year (which, for the purpose of paragraph (e), 
is deemed to be an amount incurred in the year), 


but does not include 


(c) a prescribed expenditure incurred in the year 
by the taxpayer, 

(d) where the taxpayer is a corporation, an expen- 
diture specified by the taxpayer for the year for 
the purpose of clause 194(2)(a)(ii)(A), 


(e) subject to subsection (11.4), an amount in re- 
-spect of which the taxpayer does not file with the 
Minister a prescribed form containing prescribed 
information ‘on or before the day that is 12 
months after the taxpayer’s filing-due date for the 
particular taxation year in which the amount 
would have been incurred if this Act were read 
without reference to subsections (26) and. 78(4) 
where the particular year begins after 1995, 


(f) an expenditure (other than an expenditure that 
is salary or wages of an employee of the tax- 
payer) incurred by the taxpayer in respect of sci- 
entific research and experimental development to 
the extent that it is performed for or on behalf of 
the taxpayer at a time when the taxpayer and the 
person or partnership to which the expenditure is 
paid or payable do not deal with each other at 
arm’s length, 


(g) an expenditure described .in paragraph 
37(1)(a), other than an expenditure on scientific 
research and experimental development directly 
undertaken by the taxpayer, that is paid or paya- 
ble by the taxpayer to or forthe benefit of a per- 
son or partnership that is not a taxable supplier in 
respect of the expenditure, and ge 


(h) an amount that would otherwise be a qualified 
expenditure incurred by the taxpayer in the year 
to the extent of any reduction in respect of the 
amount that is required under any of subsections 
(18) to (20) to be: applied; 

Related Provisions: 18(9)(e) — Prepaid expenses deemed in- 


curred in Jater taxation year; 127(11.1)(c) — Reduction in qualified 
expenditure to reflect assistance or contract payment, 127(11.4) — 


_ Expenditure qualifies at any time if reclassified as such by Revenue 


Canada; 127(11.5) — Adjustments to qualified expenditures; 
127(14) — Identification of amounts transferred as current or capi- 
tal; 127(18)-(21) — Reduction to reflect: government assistance; 
127(24) — Anti-avoidance rule — exclusion from qualified expen- 
diture; 127(26) — Amounts not paid within 180 days of end of year. 


History: The definition “qualified expenditure” in subsec. 127(9) 
amended by 1996, c. 21, subsec. 30(10), applicable to taxation years 
that begin after 1995. It formerly read: 


“qualified expenditure” means an expenditure in respect of 
scientific research and experimental development incurred by 
a taxpayer that is an expenditure in respect~ of first term 
shared-use-equipment or second term shared-use-equipment 
or an expenditure described in paragraph 37(1)(a) or subpara- 
graph 37(1)(b)(i) and includes an amount that is a prescribed 
proxy amount of a taxpayer, but does not include 


(a) a prescribed expenditure, 


(b) in the case of a taxpayer that is’a corporation, an ex- 
penditure. specified by the taxpayer for) the purposes of 
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clause 194(2)(a)(ii)(A), or 


(c) subject to subsection (11.4), an expenditure in respect 
of which the taxpayer does not, by the day on or before 
which the taxpayer’s return of income under this Part for 
the taxpayer’s taxation year after that in Which the expen- 
diture was incurred is required to be filed, or would be 
required to be filed if tax under this Part were payable by 
the taxpayer for that following year, file with the Minis- 
ter a prescribed form containing prescribed information; 
Para. (c) of the definition “qualified expenditure” in subsec. 127(9) 
added by 1994, c. 21, subsec. 61(1), applicable after February 21, 
1994 to expenditures incurred at any time except that, for an expen- 
diture incurred by a taxpayer in a taxation year ending before Febru- 
ary 22, 1994, the taxpayer may file the prescribed form referred to 
in para. (c) by the later of the day referred to in that para. and Sep- 
tember 13, 1994. 


The opening words of the definition “qualified expenditure” in sub- 
sec. 127(9) amended by 1994, c. 8, subsec. 15(6), applicable to tax- 
ation years ending after December 2, 1992. They formerly read: 


“qualified expenditure” means an expenditure in respect of 
scientific: research and experimental development made by a 
taxpayer after March 31, 1977 that qualifies as an expenditure 
described in paragraph 37(1)(a) or subparagraph 37(1)(b)(i), 
but does not include 
Regulations: 2900(4) (prescribed proxy amount); 2902 (pre- 
scribed expenditure). 


Interpretation Bulletins: IT-104R2: Deductibility of fines or 
penalties; IT-151R4: Scientific research and experimental develop- 
ment expenditures. 


Application Policies: SR&ED 96-01: Reclassification of 
SR&ED expenditures per subsec. 127(11.4). 


Forms: T85: Nova Scotia research and development tax credit; 
T661 — Claim for SR&ED carried on in Canada; T1088: Manitoba 
research and development tax credit; T1129: Newfoundland scien- 
tific research and experimental development tax credit. 


“qualified property” of a taxpayer means property 
(other than an approved project property or a certi- 
fied property) that is . 
(a) a prescribed building to the extent that it is 
acquired by the taxpayer after June 23, 1975, OF 
(b) prescribed machinery and equipment acquired 
by the taxpayer after June 23, 1975, 
that has not been used, or acquired for use or lease, 
for any purpose whatever before it was acquired by 
the taxpayer and that is 
(c) to be used by the taxpayer in Canada prima- 
rily for the purpose-of 


(i) manufacturing or processing goods for sale 
or lease, 


(ii) farming or fishing, 
(iii) logging, 
(iv) operating an oil or gas well or extracting 


petroleum or natural gas from a natural ac- 
cumulation of petroleum or natural gas, 


(v) extracting minerals from a mineral 
resource, 


(vi) processing 


(A) ore (other, than iron ore or tar sands 
ore) from a mineral resource to any stage 
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that is not beyond the prime metal stage or 
its equivalent, 


(B) iron ore from a mineral resource to any 
stage that is not beyond the pellet stage or 
its equivalent, or 


(C) tar sands ore from a mineral resource 
to any stage that is not beyond the crude. 
oil stage or its equivalent, 


(vii) producing industrial minerals, 


(viii) processing heavy crude oil recovered 
from a natural reservoir in Canada to a stage 
that is not beyond the crude oil stage or its 
equivalent, 


(ix) Canadian field processing, 

(x) exploring or drilling for petroleum or natu- 
ral gas, ‘SF | | 

(xi) prospecting or exploring for or develop- 
ing a mineral resource, 

(xii) storing grain, or 

(xil1) harvesting peat, 


(c.1) to be used by the taxpayer in Canada prima- 
tily for the purpose of producing or processing 
electrical energy or steam ina prescribed area, 
where 


(i) all or substantially all of the energy or 
steam 


(A) is used by the taxpayer for the purpose 
of gaining or producing income from a 
business (other than the business of selling 
the product of the particular property), or 
(B) is sold directly (or indirectly by way of 
sale to a provincially regulated power util- 
ity operating in the prescribed area) to a 
person related to the taxpayer, and 


(ii) the energy or steam is used by the tax- 
payer or the person related to the taxpayer pri- 
marily for the purpose of manufacturing or 
processing goods in the prescribed area for 
sale or lease, or 


(d) to be leased by the taxpayer to a lessee (other 
than a person exempt from tax under this Part be- 
cause of section 149) who can reasonably be ex- 
pected to use the property in Canada primarily for 
any of the purposes referred to in subparagraphs 
(c)() to (xiii), but this paragraph does not apply 
to property that is prescribed for the purpose of 
paragraph (b) unless use of the property by the 
first person to whom it was leased began after 
June 23, 1975 and 


(i) the property is leased in the ordinary 
course of carrying on a business in Canada by 
a corporation whose principal business is leas- 
ing property, lending money, purchasing con- 
ditional sales contracts, accounts receivable, 
bills of sale, chattel mortgages, bills of ex- 
change or other obligations representing all or 
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part of the sale price of merchandise or ser- 
vices, or any combination thereof, 


(ii) the property is manufactured and leased in 
the ordinary course of carrying on business in 
Canada by a corporation whose principal busi- 
ness is manufacturing property, that it: sells, or 
leases, Heart 
(iii) the property is leased in the ordinary 
course of carrying on business in Canada by a 
corporation whose principal business is sell- 
ing or servicing property of that type, or 
(iv) the property is a fishing vessel, including 
the furniture, fittings and equipment attached 
to it, leased by an individual (other than: a 
trust) to a’corporation, controlled by the indi- 
vidual, that carries on a fishing business in 
connection with one or more commercial fish- 
ing licences issued by the Government of 
Canada to the individual, By 
and, for the purpose of this definition, “Canada” in- 
cludes the offshore region prescribed for the purpose 
of the definition “specified percentage”; 
Related Provisions:. 127(11) — Interpretation. 
History: Subparas. (c)(ii) to (xii) of the definition “qualified prop- 
erty” in subsec. 127(9) amended by 1997, c. 25, subsec. 35(1), ap- 


plicable to taxation years that begin after 1996. Subparas. (c)(ii) to 
(xii) formerly read: Ele 


(ii) operating an oil or gas well, extracting petroleum or natu- 
ral gas from a natural accumulation thereof or processing 
heavy crude oil recovered from a natural reservoir in Canada 
to a stage that is not beyond the crude. oil stage or its 
equivalent, ; 


(iii) extracting minerals from a mineral resource, 


(iv) processing ore (other than iron ore or tar sands) from a 
mineral resource to a stage that is not beyond the prime metal 
stage or its equivalent, 


(v) processing iron ore from a mineral resource to a stage that 
is not beyond the pellet stage or its. equivalent, 

_ (vi) processing tar sands to.a stage that is not beyond the 
crude oil stage or its equivalent, 


(vii) exploring or drilling for petroleum or natural gas, 

(viii) prospecting or exploring for or developing a mineral 

resource, 

(ix) logging, 

(x) farming or fishing, 

(xi) storing grain, 

(xii) producing industrial minerals, 
Para. (c.1) of “qualified property” in subsec. 127(9) added applica- 
ble to property acquired:after 1991, and subpara. (d)(iv) added ap- 
plicable to. 1980. et'seq., by 1994, c.21, subsecs.. 61(2), (3). 
Subpara. (c)(xiii) added to the definition “qualified property” in 
subsec. 127(9) by 1994, c. 7, Sch. II (1991, c. 49), subsec. 104(2), 
applicable to 1985 et seq. 


Para. (d) of the definition “qualified property” in subsec. 127(9) 
substituted by 1994, c..7; Sch. Il (1991, ¢. 49), subsec. 104(3), ap- 
plicable to property acquired after July 13, 1990. Para. (d) formerly 
read: 


(d) to be leased by the taxpayer to a lessee (other than a per- 
son exempt from tax under section 149) who can reasonably 
be expected to use the property in Canada primarily for any 
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of the purposes referred to in subparagraphs (c)(i) to (xii), but 
. this paragraph:does not apply in respect of property that is a 
prescribed property for the purposes of ‘paragraph (b) unless 


(i) the property is leased by the taxpayer in the ordinary 
course of carrying on a business in Canada and the tax- 
payer is a corporation whose principal business is leasing 
property; manufacturing property that it sells or leases, 
the lending of money, the purchasing ‘of conditional sales 
contracts, accounts’ receivable, bills of sale, chattel mort- 
gages, bills of exchange or other obligations representing 
part or.all of the sale price of merchandise or services, or 
selling or, servicing a type of property that it also leases, 
or any. combination thereof, and 


(ii) use of the property by the’first lessee commenced af- 
ter. June:23, 1975; 


That portion of the definition “qualified property” following para. 
(d) in subsec. 1279) added by 1994, 'c. 7, Sch. HT (1991, c. 49), 
subsec, 104(4), applicable after February 25, 1986. 


Selected Cases [subsec. 127(9)“qualified property”): New- 
foundland Tractor and Equipment Co. v. Canada, [1996] 2 C.T.C. 
2250 (TCC) (“Use” does: not include leasing). 


Regulations: 4600 (prescribed building, machinery), 4610 (pre- 
scribed area for para. (c.1)). 


Forms: T1092: PEI corporate investment tax credit. 


“qualified small-business property” — [Repealed] 


History: The definition “qualified small-business property” in sub- 
sec. 127(9) repealed by 1996, c. 21, subsec. 30(9), applicable to tax- 
ation years that begin after 1995. It formerly read: 


“qualified small-business property” means property, acquired 
by a taxpayer who was an eligible taxpayer at the time the 
property was acquired, that, if this subsection were read with- 
out reference to subsection (11.2), would be 


(a) certified property of the taxpayer if the definition 
“Certified property” were read without the reference in it 
to paragraph (a) of the definition “qualified property” and 
“without reference to subparagraphs (a)(i) and (ii) of it and 
if the reference in subparagraph (a)(iii) of it to “after 
1988” were read as a reference to “after December 2. 
1992 and before 1994”, 


(b) qualified construction equipment of the taxpayer if 

the definition “qualified construction equipment” were 

read without reference to paragraph (b) of it and if the. 

reference in it to “after April 19, 1983 and before 1989” 

were read as a reference to “after December 2, 1992 and 
. before-1994”, 


(c) qualified property of the ‘taxpayer if the definition 
“qualified property” were read without reference to 
paragraphs (a) and (d) of it and if the reference in para- 
graph (b) of it to “after June 23, 1975” were read as a 
reference to “after December 2, 1992 and before 1994”, 
or 


(d) qualified transportation’ equipment of the taxpayer if 
the definition “qualified transportation equipment” were 
read without reference to paragraph (b) of it and if the 
reference in it to “after November 16, 1978 and before 
1989” were read as a reference to “after December 2, 
1992 and before 1994”, . 


~ and where the property was acquired by the taxpayer to be 
leased to a person with whom the taxpayer does not deal at 
arm’s length and the property is used by the person in Canada 
primarily for the purposes described in any of the definitions 
“qualified construction equipment”, “qualified property” and 
“qualified ‘transportation equipment”, for the purposes of this 
subsection, the taxpayer shall be deemed to have acquired the 


property for that use; 
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The definition “qualified small-business property” added to subsec. 
127(9) by 1994, c. 8, subsec: 15(9), applicable to property acquired 
after December 2, 1992. 


“qualified 
[Repealed] 
History: The definition “qualified transportation equipment” in 
subsec. 127(9) repealed by 1996, c: 21, subsec. 30(9), applicable to 
taxation years that begin after 1995. It formerly read: 


transportation — equipment” — 


“qualified transportation equipment” of a taxpayer means pre- 
scribed equipment acquired by the taxpayer after November 
16, 1978 and before 1989 that has not been’used, or acquired 
for use or lease, for any purpose whatever before it was ac- 
quired by the taxpayer and that is 
(a) to be used by the taxpayer principally for the purpose 
of transporting passengers, property. or passengers and 
property, in Canada or to and from Canada, in the ordi- 
nary course of carrying on a business in. Canada other 
than a business 
(i) the income from which is exempt from income 
tax by virtue of any provision of this Act, or 
(ii) the income from which is not included in the tax- 
payer’s income or, in the case of a non-resident per- 
son, the taxpayer’s taxable income earned in Canada, 
or 
(b) to be leased by the taxpayer, if 
(i) the equipment is leased by the taxpayer in the or- ° 
dinary course of carrying on a business in Canada, 
the income from which is other than income referred 
to in subparagraph (a)(i) or (ii), to a lessee who can 
reasonably be expected to use the equipment princi- 
pally for the purposes and under the circumstances 
referred to in paragraph (a), and 
(ii) the taxpayer is a corporation whose principal 
business is a business described in subparagraph 
(d)(i) of the definition “qualified property” in this 
subsection or is a taxpayer whose principal business 
is passenger, property.or passenger and property 
transport; zi 
Pre-RSC History: That portion of the definition “qualified trans- 
portation equipment” preceding para. (a) in subsec. 127(9) amended 
by 1986, c. 55, subsec. 48(11), to substitute “after November 16, 
1978 and before 1989” for “after November 16, 1978”, applicable 
after February 25, 1986. 
(For earher history, see end of subsec. 127(9).) 
Selected Cases [subsec. 127(9)‘qualified transportation 
equipment”): McMynn v. Canada, [1995].1-C.T.C. 2417 (TCC) 
(“Transport” used as noun is broader than “transporting”’). 


Regulations: 4601 (prescribed equipment). 


“SR&ED qualified expenditure pool” of a tax- 
payer at the end of a taxation year means the amount 
determined by the formula 


A+B-C 
where 


A is the total of all amounts each of which is a qual- 
ified expenditure incurred by the taxpayer in the 
year, 

B is the total of all amounts each of which is an 
amount determined under paragraph (13)(e) for 
the year in respect of the taxpayer, and in respect 
of which the taxpayer files with the Minister a 
prescribed form containing prescribed informa- 
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tion by the day that is 12 months after the tax- 
payer’s filing-due date for the year, and 


C is the total of all amounts each of which is an 
amount determined under paragraph (13)(d) for 
the year in respect of the taxpayer; 

Related Provisions: 127(5)(a)(i), 127(5)(a)(ii)(A) — Investment 
tax credit; 127(9)“investment tax credit”(a.1) — 20% of pool claim- 
able; 127(10.1)(b) — Additional ITC for CCPC; 127(13) — Trans- 
fer of pool to other taxpayer; 127(14) — Identification of amounts 
transferred as current or capital; 257 — Formula cannot calculate to 
less than zero. 


History: The definition “SR&ED qualified expenditure pool” ad- 
ded to subsec. 127(9) by 1996, c. 21, subsec. 30(18), applicable to 
taxation years that begin after 1995. 


Application Policies: SR&ED 94-01: Retroactive claims for sci- 
entific research (TPRs); SR&ED 96-05: Penalties under subsec. 
163(2); SR&ED 96-07: Prototypes, custom products/commercial as- 
sets, pilot plants and experimental production. 


“second term shared-use-equipment” of a tax- 
payer means property of the taxpayer that was first 
term shared-use-equipment of the taxpayer and that 
is used by the taxpayer, during its operating time in 
the period (in this subsection and subsection (11.1) 
referred to as the “second period”) beginning at the 
time the property was acquired by the taxpayer and 
ending at the end of the taxpayer’s first taxation year 
ending at least 24 months after that time, primarily 
for the prosecution of scientific research and experi- 
mental development in Canada; 

Related Provisions: 88(1)(e.3) closing words — Winding-up — 
parent deemed continuation of subsidiary; 127(11.5)(b) — Adjust- 
ments to qualified expenditures. 


History: The definition “second term shared-use-equipment” added 
to subsec. 127(9) by 1994, c. 8, subsec. 15(9), applicable to property 
acquired after December 2, 1992. éSbh 


“specified percentage” means 
(a) in respect of a qualified property 
(i) acquired before April, 1977, 5%, 


(ii) acquired after March 31, 1977 and before 
November 17, 1978 primarily for use in 


(A) the Province of Nova Scotia, New 
Brunswick, Prince Edward Island or New- 
foundland or the Gaspé Peninsula, 10%, 


(B) a prescribed designated region, 712%, 
and 
(C) any other area in Canada, 5%, 
(iii) acquired primarily for use in the Province 
of Nova Scotia, New Brunswick, Prince Ed- 


ward Island or Newfoundland or the Gaspé 
Peninsula, 


(A) after November 16, 1978 and before 
1989, 20%, 


(B) after 1988 and before 1995, 15%, 
(C) after 1994, 15% where the property 


(I) is acquired by the taxpayer under a 
written agreement of purchase and sale 
entered into by the taxpayer before 
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February 22, 1994, 


(I) was under construction by or on be- 
half of the taxpayer on February 22, 
1994, or 
(III) is machinery or equipment that 
will be a fixed and integral part of 
property under construction by or on 
behalf of the taxpayer on February 22, 
1994, and = 
(D) after 1994, 10% where the property is 
not property to. which clause (C) applies, 
(iv) acquired after November 16, 1978 and 
before February 26, 1986 primarily for use in 
a prescribed offshore region, 7%, 
(v) acquired primarily for use in a prescribed 
offshore region and 
(A) after February 25, 1986 and before 
1989, 20%, : 


(B) after 1988 and before 1995, 15%, 
(C) after 1994, 15% where the property 


(I) is acquired by the taxpayer under a 
written agreement of purchase and sale 
entered into by the taxpayer before 
February 22, 1994, - 


(II) was under construction by or on be- | 


half of the taxpayer on February 22, 
1994, or | 


(III) is machinery or equipment that 
will be a fixed and integral part of 
property under construction by or on 
behalf of the taxpayer on February 22, 
1994, and 
(D) after 1994, 10% where the property is 
not property to which clause (C) applies, 
(vi) acquired primarily for use in a prescribed 
designated region and 


(A) after November 16, 1978 and before 
1987, 10%, OSL 


(B) in 1987, 7%, 
(C) in 1988, 3%, and 
(D) after 1988, 0%, and 


(vii) acquired primarily for use in Canada 
(other than a property described in subpara- 
graph (iii), (iv), (v) or (vi)), and 
(A) after November 16, 1978 and before 
1987, 7%, 


(B) in 1987, 5%, 
(C) in 1988, 3%, and 
(D) after 1988, 0%, 


(b) in respect of qualified transportation equip- 
ment acquired 


(i) before 1987, 7% 
(ii) in 1987, 5%, and 
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(iii) in 1988, 3%, 
(c) in respect of qualified construction equipment 
acquired 
(i) before 1987; 7%, 
(ii) in 1987, 5%, and 
(iii) in 1988, 3%, | 
(d) in respect of certified property 
(i) included in subparagraph (a)(i),of the defi- 
nition “certified property” in this subsection, 
50%, 
(ii) included in subparagraph (a)(ii) of that 
definition, 40%, and 
(iii) in any other case, 30%, 
(e) in respect of a qualified expenditure 


(i) made after March 31, 1977 and before No- 
vember 17, 1978 in respect of scientific re- 
search and experimental development to be 
carried out in 


(A) the Province of Nova Scotia, New 
Brunswick, Prince Edward Island or New- 
foundland or the Gaspé Peninsula, 10%, 

.(B) a prescribed designated region, 7'/2%, 
and . 


(C) any other area in Canada, 5%, 


(ii) made by a taxpayer after November 16, 
1978 and before the taxpayer’s taxation year 
that includes November 1, 1983 or made by 
the taxpayer in the taxpayer’s taxation year 
that includes November 1, 1983 or a subse- 
quent taxation year if the taxpayer deducted 
an amount under section 37.1 in computing 
the taxpayer’s income for the year, 


(A) where the expenditure was made by a 
Canadian-controlled private corporation in 
a taxation year of the corporation in which 
it is or would, if it had sufficient taxable 
income for the year, be entitled to a deduc- 
tion under section 125 in computing its tax 
payable under this Part for the year, 25%, 

TAG | 

_(B)-where clause (A) is not applicable and 
the qualified expenditure was in respect of 
scientific research and experimental devel- 
opment to be carried out in 


(I) the Province of Nova Scotia, New 

Brunswick, Prince Edward Island or 

Newfoundland or the Gaspé Peninsula, 

20%, and 

(II) any other area in Canada, 10%, 
(iii) made by a taxpayer in the taxpayer's tax- 
ation year that ends after October 31, 1983 
and before January 1, 1985, other than a quali- 
fied expenditure in respect of which subpara- 
graph (ii) is applicable, 

(A) where the expenditure was made by a 
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Canadian-controlled private corporation in 
a taxation year of the corporation in which 
it is or would, if it had sufficient taxable 
income for the year, be entitled to a deduc- 
tion under section 125 in computing its tax 
payable under this Part for the year, 35%, 
and . 


(B) where clause (A) is not applicable and 
the qualified expenditure was in respect of 
scientific research and experimental devel- 
opment to be carried out in 


(1) the Province of Nova Scotia, New 
Brunswick, Prince Edward Island or 
Newfoundland or the Gaspé Peninsula, 
30%, and 


(II) any other area in Canada, 20%, 
(iv) made by a taxpayer oy 


(A) after the taxpayer’s 1984 taxation year 
and before 1995, or 


(B) after 1994 under a written agreement 
entered into by the taxpayer before Febru- 
ary 22, 1994, a : 


(other than a qualified expenditure in respect 
of which subparagraph (ii) applies) in respect 
of scientific research and experimental devel- 
opment to be carried out in 


(C) the Province of Newfoundland, Prince 
Edward Island, Nova Scotia or New 
Brunswick or the Gaspé Peninsula, 30%, 
and. . 


(D) in any other area in Canada, 20%, and 


(v) made by a taxpayer after 1994, 20% where 

the amount is not an amount to which clause 

(iv)(B) applies, . 
(f) in respect of the repayment of government as- 
sistance, non-government assistance or a contract 
payment that reduced the capital cost to the tax- 
payer of a property under paragraph (11.1)(b), the 
amount of an expenditure made by the taxpayer 
under paragraph (11.1)(c) or (e), or the prescribed 
proxy amount of a taxpayer under paragraph 
(11.1)(f), the specified percentage that was appli- 
cable in respect of the property, the expenditure 
or the prescribed proxy amount, as the case may 
be, ; 


Income Tax Act, Part I, Div. E 


(g) in respect of an approved project property 
acquired 


(i) before 1989, 60%, and 
(ii) after 1988, 45%, | 


(h) in respect of the qualified Canadian explora- 
tion expenditure of a taxpayer for a taxation year, 
25%, and 


(1) in respect of qualified small-business property, 

10%. | 
Related Provisions: 13(27)(f) — Interpretation — available for 
use; 127(10.1) — Additional amount for R&D; 127(10:8) — Re- 
generation of ITCs where: entitlement to assistance expires. 
History: Cl. (a)(iii)(B) of the definition “specified percentage” in 
subsec. 127(9) amended and cls, (C) and (D) added by..1995, ¢2,3, 
subsec. 37(2), applicable to property acquired and expenditures in- 
curred after 1994. Cl. (a)(iii)(B) formerly read: 


(B) after 1988, 15%, 
Cl. (a)(v)(B) of the definition “specified percentage” in subsec. 
127(9) amended and cls. (C) and (D) added by 1995,.c. 3, subsec. 
37(3), applicable to property acquired and expenditures incurred af- 
ter 1994. Cl. (a)(v)(B) formerly read: 

(B) after 1988, 15%, 
Subpara. (e)(iv) of the definition “specified percentage” in subsec. 
127(9) amended and subpara. (v) added by 1995, c. 3, subsec. 37(4), 
applicable to property acquired and expenditures incurred after 


FEY 


Subdiv. c — Computation of Tax: All Taxpayers 


1994. Subpara. (e)(iv) formerly read: 


(iv) made by a taxpayer in [the taxpayer’s] 1985 taxation year 
or a subsequent taxation year, other than a- qualified expendi- 
‘ture in respect of which subparagraph (ii) is applicable, in re- 
spect of scientific research. and experimental development to 
be carried out in . 


(A) the Province of Nova Scotia, New Brunswick, Prince 
Edward Island or Newfoundland. or. the Gaspé Peninsula, 
30%, and 


(B) any other area in Canada, 20%, 


Para. (f) of the definition “specified percentage” in subsec. 127(9) 
amended by 1994, c. 8, subsec. 15(7), applicable to taxation years 
ending after December 2, 1992. Para. (f) formerly read: 


(f) in respect of the repayment of government assistance, non- 
‘government assistance or a contract payment that reduced the 
capital cost to the taxpayer of a property..under paragraph 
(11.1)(b) or that reducéd the amount ofan expenditure made 
by. the taxpayer under paragraph (11.1)(c), the specified per- 
centage that. was applicable in respect of the property or ex- 
penditure, as the case may. be, © as 
Para: (i) added to the definition “specified percentage” in subsec 
127(9) by 1994, c. 8, subsec. 15(8), applicable to property acquired 
after December 2, 1992. ai} at. os 
Pre-RSC History: “Specified percentage” amended by 1988, c. 
55, subsecs. 106(10) to (13), to substitute subparas. (a)(ili), (a)(V), 
para. (g) and to substitute subparas. (d)(ii) and (iii) for (d)(ii), appli- 
cable to 1988 et seg. Subparas. (a)(iii), (a)(v) and (d)(11) and para. 
(g) formerly read: 
(iii) acquired after November 16, 1978 primarily for use 
in the Province of Newfoundland, Prince Edward Island, 
Nova Scotia or New Brunswick or the Gaspé Peninsula, 
20%, 
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(v) acquired after February:25,/1986 primarily for use in 
a prescribed offshore:region, 20%, Y oeit 


(g) in respect of an approved project property, 60%, and 


“Specified percentage” amended to substitute subpara. (a)(ili) and 
paras. (b) to (d) and subparas. (a)(iv) to (vii) added, applicable after 
February 25, 1986, and para. (h) added, applicable with respect to 
expenditures made after November 30, 1985, by 1986, c. 55, sub- 
secs. 48(12), (13), (14). Subpara. (a)(i11) formerly read: 


(iii) acquired after November 16, 1978 primarily for use in 


(A) the Province of Newfoundland, Prince Edward Is- 
land, Nova Scotia or New Brunswick or the Gaspé Penin- 
sula,-20%, 


(B) a prescribed designated region, 10%, and 
(C) any other area in Canada, 7%, 
Paras, (b), to (d) formerly read: ; 
(b) in respect of qualified transportation equipment, 7%, 
(c) in respect of qualified construction equipment, 7%, 
(d) in respect of certified property, 50%, 
Regulations: 4607 (prescribed designated region); 4609 (pre- 
scribed offshore region). -) : 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


Information Circulars: 78-4R3: Investment tax credit rates; 87-5: 
Capital cost of property where trade-in is involved. 
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“taxable supplier” in respect of an amount means 
(a)a-person resident in Canada ora Canadian 
“partnership, ors, 997 eos recto | 
(b) a non-resident person, or a partnership that is 
not a Canadian partnership, Gee Bt Ge 

(i) by which the amount was payable, or 

(ii) by or for the benefit of which the amount 
was receivable in the course of carrying on a 
business through a permanent establishment 
‘(as defined by regulation) in Canada. — 


_ History: The definition “taxable supplier” added to subsec. 127(9) 


by 1996, c. 21, subsec. 30(18), applicable to taxation years that be- 
gin after 1995. 

Regulations: 8201 (permanent establishment). 3 

Pre-RSC History [subsec..127(9)]: All that portion, of subsec. 
127(9) preceding the definition “approved project” amended to sub- 
stitute “In this section and section 127.1,” for “In this section,” by 


| 1986, c. 55, subsec. 48(4), applicable after May 23, 1985. 


| The expression “scientific research and experimental development” 


substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable’ with respect to taxation years ending after May 23, 1985. 


Subsec. 127(9) amended ‘by 1986, c. 6, subsecs. 31(2) and 
71(2)-(13), to add “approved project”, “approved project property”, 
“Cape Breton”, applicable after May 23, 1985; to add “contract pay- 
ment”, applicable with respect to expenditures made after Novem- 
ber 21, 1985, other than expenditures made after that date under the 
terms of an agreement in writing entered into on or before that date, 
to add “government assistance”, “non-government assistance”, ap- 
plicable with respect to property acquired and expenditures made 
after May 23, 1985, other than property acquired and expenditures 
made after that date under the terms of an agreement in’ writing en- 
tered into on or before that date; to repeal the definition of “desig- 
nated region”, applicable in respect of property acquired in’ 1985 et 
seg: to amend alb that. portion -of “certified, property.) preceding 
para. (a); applicable after May 23,1985 by adding “‘(other than an 
approved project property)” and substituting para. (a) (for former 
version see below), applicable, after 1985; to substitute para. (a) of 
“investment tax credit”, applicable after May 23, 1985 except that, 
in its application to property acquired and expenditures made after 
May. 23, 1985 under the terms of an agreement in writing entered 
into on or before that date, para. (a) shall be read as follows: 


(a) the aggregate of all amounts each of which is the specified 
percentage of the capital cost to him, determined without ref- 
erence to subsection 13(7.1), of a qualified property, qualified 
transportation equipment,. qualified construction. equipment, 
approved project property or certified property acquired by 
him in the year or the specified percentage of a qualified ex- 
penditure made by him in the year, determined without refer- 
ence. to subsection 13Gb 


to add para. (e.1) to “investment tax credit”, applicable with respect 
to property. acquired and: expenditures made after May 23, 1985, 
other than property acquired and expenditures made after that date 
under the terms of an agreement in writing entered into on or before 
that date; to add paras. (j), (k) to “investment tax credit’, applicable 
with respect to acquisitions of control occurring after May 23, 1985, 
other than acquisitions of control made under the terms of an agree- 
ment in writing entered into before May 24, 1985; to amend all that 
portion, of “qualified property”, preceding para. (a). by adding “an 
approved project property or’, applicable after May 23, 1985; to 
amend. (by. subsec.. 31(2)) subpara. (c)(ii) of “qualified property”, 
applicable to taxation years ending after March 1985 by adding “ex- 
tracting petroleum or natural gas from a natural accumulation 
thereof”; to amend cls. (a)(ii)(B), (a)Gii)(B) and (e)(i)(B) of “‘speci- 
fied percentage” by substituting “a prescribed designated region” 
for “designated région”, applicable in respect of property acquired 
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in 1985 et seq.; to add para. (f) to “specified percentage”, applicable 
with respect to property acquired and expenditures made after May 
23, 1985, other than property acquired and expenditures made after 
that date under the terms of an agreement in writing entered into on 
or before that date; and to add para. (g) to “specified percentage”, 
applicable after May 23, 1985. The repealed and substituted defini- 
tions formerly read: 


(“certified property”] 
(a) that was acquired by the taxpayer after October 28, 
1980 and before 1986 and has not been used, or acquired 


for use or lease, for any purpose whatever before it was 
acquired by him, and 


“designated region” means a region of Canada, other than the 
Province of Newfoundland, Prince Edward Island, Nova Sco- 
tia or New Brunswick or the Gaspé Peninsula, that is desig- 
nated as such under the Regional Development Incentives 
Act; 


(“investment tax credit”] 


(a) the aggregate of all amounts each of which is the 
specified percentage of the capital cost to him, deter- 
mined without reference to subsection 13(7.1), of a quali- 
fied property, qualified transportation equipment, quali- 
fied construction equipment or certified property 
acquired by him in the year or the specified percentage of 
a qualified expenditure made by him in the year, deter- 
mined without reference to subsection 13(7.1), 


Subsec. 127(9) substituted by 1985, c. 45, subsec. 72(5), applicable 
to 1985 et seq., to incorporate and amend the definitions previously 
contained in subsecs. 127(9), (10) and (10.1) and to add the defini- 
tion of “specified percentage”. Subsecs. 127(9), (10) and (10.1) for- 
merly read: 


(9) “Investment tax credit” defined — For the purposes of 
subsections (5) to (8) and subject to subsection (11.1); “in= 
vestment tax credit” of a taxpayer at the end of a taxation 
year means the amount, if any, by which the aggregate of 


(a) an amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property, qualified transportation equipment or 
qualified construction equipment acquired by him in the 
year or the amount of a qualified expenditure in respect 
of scientific research made by him in the year, deter- 
mined without reference to subsection 13(7.1), 


(a.1) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in, or made a 
qualified expenditure in respect of scientific research to 
be carried out in, the Province of Newfoundland, Prince 
Edward Island, Nova Scotia or New Brunswick or in the 
Gaspé Peninsula, an amount equal to 5% of the aggregate 
of all amounts each of which is the capital cost to him of 
that qualified property acquired by him in the year or the 
amount of that qualified expenditure made by him in the 
year, determined without reference to subsection 13(7.1), 


(a.2) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in, or made a 
qualified expenditure in respect of scientific research to 
be carried out in, a prescribed designated region, an 
amount equal to 2'/2% of the aggregate of all amounts 
each of which is the capital cost to him of that qualified 
property acquired by him in the year or the amount of 
that qualified expenditure made by him in the year, deter- 
mined without reference to subsection 1SC721)? 


(b) an amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property, qualified transportation equipment or 
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qualified construction equipment, acquired by him, or the 
amount of a qualified expenditure in respect of scientific 
research made by him, in any of the 7 taxation years im- 
mediately preceding or the 3 taxation years immediately 
following that year, determined without reference to sub- 
section 13(7.1), 


(b.1) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in; or made a 
qualified expenditure in respect of scientific research to 
be carried out in, the Province of Newfoundland, Prince 
Edward Island, Nova Scotia or New Brunswick or in the 
Gaspé Peninsula, an amount equal to 5% of the aggregate — 
of all amounts each of which is the capital cost to him of 
that qualified property acquired by him, or the amount of 
that qualified expenditure made by him, in any of the 7 
taxation years immediately preceding or the 3 taxation 
years immediately following that year, determined with- 
out reference to subsection 13(7.1), 


(b.2) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in, or made a 
qualified expenditure in respect of scientific research to 
be carried out in, a prescribed designated region, an 
amount equal to 2'/2% of the aggregate of all amounts 
each of which is the capital cost to him of that qualified 
property acquired by him, or the amount of that qualified 
expenditure made by him, in any of the 7 taxation years 
immediately preceding or the 3 taxation years immedi- 
ately following that year, determined without reference to 
subsection 13(7.1), 


(c) an amount equal to the aggregate of all amounts each 
of which is an amount required to be added in computing 
his investment tax credit at the end of the year by virtue 
of subsection (7) or (8), 


(d) the aggregate of all amounts each of which is an 
amount required by subsection (7) or (8) to be added in 
computing his investment tax credit at the end of any of 
the 7 taxation years immediately preceding or the 3 taxa- 
tion years immediately following that year, 


(d.1) an amount equal to 50% of the aggregate of all 
amounts each of which is the capital cost to him of certi- 
fied property acquired by him in the year, determined 
without reference to subsection 13(7.1), 


(d.2) an amount equal to 50% of the aggregate of all 
amounts each of which is the capital cost to him of certi- 
fied property acquired by him in any of the 7 taxation 
years immediately preceding or the 3 taxation years im- 
mediately following that year, determined without refer- 
ence to subsection 13(7.1), 


(d.3) the aggregate of all amounts each of which is an 
amount required by subsection 119(9) to be added in 
computing his investment tax credit at the end of the year 
or at the end of any of the 7 taxation years immediately 
preceding the year, és 


(d.4) where the taxpayer is, throughout the year, a Cana- 
dian-controlled private corporation and the aggregate of 
its taxable income for the immediately preceding taxation 
year and the taxable incomes of all corporations with 
which it was associated in the year for their taxation 
years ending in the calendar year in which the corpora- 
tion’s immediately preceding taxation year ended does 
not exceed the aggregate of the business limits (as deter- 
mined under section 125) of the corporation and the asso- 
ciated corporations for those years, the amount, if any, by 
which 


(i) 35% of the lesser of 


(A) the aggregate of all amounts each of which. 
is the portion of an expenditure incurred in the 
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year to which paragraph (11.1)(c) is: applicable 
in the year that the taxpayer has designated in its 
return of income under this Part for the year, and 


(B) the taxpayer’s expenditure limit for the year 


exceeds 


‘(ii) the aggregate of all amounts each of which is an’ 


amount determined under paragraph (a), (a.1), (a.2), 


(b), (b.1) or (b.2) in respect of an expenditure re- 


ferred to in clause (i)(A), and 


(d.5) an amount equal to the aggregate of all amounts 
each of which is an amount required by paragraph (d.4) 
to be added in computing his investment tax credit at the 
end of.any of the 7. taxation years immediately preceding 
or the 3 taxation years immediately following that year 


exceeds the aggregate of 


(e) the aggregate of all:amounts each of which is that por- 
tion of the amount deducted under subsection (5) from 
the tax otherwise payable under this Part by the taxpayer 
for a preceding taxation year that is in respect of property 
acquired or an expenditure made in the year or in the 7 
taxation years immediately preceding or the 2 taxation 
years immediately following the year, eee 


(f) the aggregate of all. amounts each of which is. an 
amount required: by subsection (6),or (7) to be deducted 
in computing his investment tax credit at the end of the 
year or at the end of any of the 7 taxation years immedi- 
ately preceding or the 3 taxation years immediately fol- 
lowing the year, and 


(g) the aggregate of all amounts each of which is an 
amount claimed under’ subparagraph 192(2)(a)(ii) by the 
taxpayer for the year or a preceding taxation year in re- 
spect of property acquired or an expenditure made in the 
year or the 7 taxation years immediately preceding the 
year. 
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(viii) farming or fishing, 
(ix) the storing of grain, or 
(x) producing industrial minerals, or 


(d) to be leased by the taxpayer, to a lessee (other than a 
person exempt from tax under section 149) who can rea- 


‘ sonably be expected to use the property in Canada prima- 


rily for any of the purposes referred to in subparagraphs 
(c)(i) to (x), but this paragraph does not apply in respect 
of property that is a prescribed property for the purposes 


“ of paragraph (b), unless 


(i) the property is leased by the taxpayer in the ordi- 
nary course of carrying on a business in Canada and 
the taxpayer is a corporation whose principal busi- 
ness is 


(A) leasing property, 
(B) manufacturing property that it sells or leases, 
(C) the lending of money, 


(D) the purchasing of conditional sales contracts, 
accounts receivable, bills of sale, chattel mort- 
gages, bills of exchange or other obligations rep- 
resenting part or all of the sale price of merchan- 
dise or services, or 


(E) selling or servicing a type of property that it 
also: leases, 


or any Combination thereof, and 


(ii) use of the property by the first lessee commenced 
after June 23, 1975. 


(10.1) Definitions — For the purposes of subsections (9) and 
(10),. 


(a) “Gaspé Peninsula” — “Gaspé Peninsula’, means 
that portion of the Gaspé region of the Province of Que- 
bec that extends to the western border of Kamouraska 
County and includes the Magdalen Islands; 


(b) “orescribed designated region” — “prescribed des- 


(10) Qualified property — For the purposes of subsection 
(9), a “qualified property” of a taxpayer means a property 
(other than a certified property) that is 


ignated region” means a region of Canada, other than the 
Province of Newfoundland, Prince Edward Island, Nova 
Scotia or New Brunswick or the Gaspé Peninsula, that is 
designated as such under the Regional Development In- 
centives Act, - 


(c) “qualified expenditure” — “qualified expenditure” 
means an expenditure in respect of scientific research 
made by a taxpayer: after March 31, 1977 that qualifies as 
an expenditure described. in paragraph 37(1)(a) or subpar- 
agraph 37(1)(b)(i), but does not include 


(a) a prescribed building to the extent that it is acquired 
by the taxpayer after June 23, 1975, or 


(b) prescribed machinery and equipment acquired by the 
taxpayer after June 23, 1975, 


that has not been used, or acquired for’use or lease, for any 
purpose whatever before it was acquired by the taxpayer and 
that is 0G Hi 


(c) to be used by him in Canada primarily for the purpose 
of 


(i) manufacturing or processing of goods for sale or 
lease, 


(ii) operating an oil or gas well or processing heavy 
crude oil recovered from a natural reservoir in Can- 
ada to a stage that is not beyond the crude oil stage 
or its equivalent, 


(iii) extracting minerals from a mineral resource, 


(iv) processing, to the prime metal stage or its 
equivalent, ore (other than iron ore) from a mineral 
resource, 


(iv.1) processing, to the pellet stage or its equivalent, 
iron ore from a mineral resource, 


(v) exploring or drilling for petroleum or natural gas, 


(vi) prospecting or exploring for or developing a 
mineral resource, 


(vii) logging, 
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(i).a prescribed expenditure, ‘and 


(ii) in the case of a taxpayer that is a corporation, an 
expenditure specified by the taxpayer for the pur- 
“poses of clause 194(2)(a)(@i)(A); 


(d) “qualified transportation equipment’ — “qualified 
transportation equipment” of a taxpayer means pre- 
scribed equipment acquired by him after November 16, 
1978 that has not been‘used, or acquired for use or lease, 
for any purpose whatever before it was acquired by the 
taxpayer and that is $ 


(i) to be used by him principally for the purpose of 
transporting passengers, property or passengers and ~ 
property, in Canada or to and from Canada, in the 
ordinary course of carrying on a business in Canada 
other than a business 


(A) the income from which is exempt from in- 
come tax by virtue of any provision of this Act, 
or 


(B) the income from which is not included in his 
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income or, in the case of a non-resident person, 
his taxable income earned in Canada, or 


(ii) to be leased by the taxpayer, if 


(A) the equipment is leased by the taxpayer in 
the ordinary course of carrying on a business in 
Canada, the income from which is other than in- 
come referred to in clause (i)(A) or (B), to a 
lessee who can reasonably be expected to use the 
equipment principally for the purposes and 
under the circumstances referred to in subpara- 
graph (i), and 


(B) the taxpayer is a corporation whose principal 
business is a business described in any of clauses 
127(10)1(d)1(@)1(A) to (E), or any combination 
thereof, or is a taxpayer whose principal business 
is passenger, property or passenger and property 
transport; 


(e) “certified property” — “certified property” of a tax- 
payer means any property described in paragraph (10)(a) 
or (b) 


(i) that was ‘acquired by the taxpayer after October 
28, 1980 and before 1986 and has not been used, or 
acquired for use or lease, for any purpose whatever 
before it was acquired by him, and 


(i) that is part of a facility as defined for the pur- 
poses of the Regional Development Incentives Act 
and was acquired primarily for use by the taxpayer in 
a prescribed area; and 


(f) “qualified construction equipment” — “qualified 
construction equipment” of a taxpayer means prescribed 
equipment acquired by him after April 19, 1983 that has 
not been used, or acquired for use or lease, for any pur- 
pose whatever before its acquisition by him and that is 


(1) to be used by the taxpayer principally for the pur- 
pose of construction in Canada in the course of car- 
rying on a business other than a business 


(A) the income from which is exempt from in- 
come tax by virtue of any provision of this Act, 
or 


(B) the income from which is not included in his 
income or, in the case of a non-resident person, 
in his taxable income earned in Canada, or 


(ii) to be leased by the taxpayer, if 


(A) the equipment is leased by the taxpayer in 
the ordinary course of carrying on in Canada a 
business the income from which is other than in- 
come referred to in clause (i)(A) or (B), to a 
lessee who can reasonably be expected to use the 
equipment principally for the purpose referred to 
in subparagraph (i), and 


(B) the taxpayer is a corporation whose principal 
business is a business described in any of clauses 
127(10)1(d)1(@)1(A) to (BE) or in any combina- 
tion thereof, or is a taxpayer whose principal 
business is a construction business. 


Selected Cases [subsec. 127(9)]: Minicom Data Corp. v. Can- 
ada, [1992] 2 C.T.C. 2196 (TCC) (Interest.on money borrowed to 
acquire head office site not prescribed scientific research and exper- 
imental development expense); Mother’s Pizza Parlour et al. v. The 
Queen, [1988] 2 C.T.C. 197 (FCA) (Investment tax credit refused 
where building not used “primarily” for processing of goods); Lor- 
Wes Contracting Ltd. v. The Queen, [1985] 2 C.T.C. 79 (FCA) (In- 
vestment tax credit allowed when subcontractor’s work integral and 
necessary part of contract); Halliburton Services Ltd. v. The Queen, 
[1985] 2 C.T.C. 52 (FCTD) (Investment tax credit allowed on con- 
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tractor’s movable equipment); Bunge of Canada Ltd. v. The Queen, 
[1984] C.T.C, 284 (FCA) (Loading systems in grain elevators 
“qualified property” for investment tax credit). 


Pre-RSC History [former subsec. 127(9)]: Below is the his- 
tory of subsec. 127(9) prior to the amendment by 1985, c. 45. 


Paras. 127(9)(d.4), (d.5) added by 1984, c. 45, subsec. 43(1), appli- 
cable to expenditures made in 1985 et seq. 


Paras. 127(9)(a)-(b.2), (d), (d.2), (e), (f) substituted and paras. (d.3), 
(g) added by 1984, c. 1, subsecs. 72(3)-(7). Paras. 127(9)(a)-(b.2), 
(d.2), (€)-(g), as substituted, applicable with respect to property ac- 
quired and expenditures made after April 19, 1983, except that 


(a) para. 127(9)(d.3)-is applicable to 1983 et seq.; and 


(b) for the 1983 taxation year, the reference in subsec. 127(9) to 
“3 ‘taxation years” shall be read as a reference to “2 taxation 
years”; 


para. (d) applicable with respect to amounts allocated to a taxpayer 
under subsec. 127(7) or (8) in respect of property acquired and ex- 
penditures made after April 19, 1983. Para. 127(9)(a) substituted to 
add “or qualified construction equipment”; paras. 127(9)(b)-(b.2), 
(d), (d.2), (e) and (f) formerly read: 


(b) an amount equal to 5% of the aggregate of all amounts 
each of which is the capital cost to him of a qualified property 
or qualified transportation equipment acquired by him in any 
of the 5 immediately preceding taxation years or the amount 
of a qualified expenditure in respect of scientific research 
made by him in any of the 5 immediately preceding taxation 
years, determined without reference to subsection 13(7.1), 


(b.1) where, after March 31, 1977, the taxpayer has acquired 
a qualified property primarily for use in, or made ‘a qualified 
expenditure in respect of scientific research to be carried out 
in, the Province of Newfoundland, Prince Edward Island, 
Nova Scotia or New Brunswick or in the Gaspé Peninsula, an 
amount equal to 5% of the aggregate of all‘amounts each of 
which is the capital cost to him of that qualified property ac- 
quired by him in any of the 5 immediately preceding taxation 
years or the amount of that qualified expenditure made by 
him in any of the 5 immediately preceding taxation years, de- 
termined without reference to subsection ISL. 


(b.2) where, after March 31, 1977, the taxpayer has acquired 
a qualified property primarily for use in, or made a qualified 
expenditure in respect of scientific research to be carried out 
in, a prescribed designated region, an amount equal to 212% 
of the aggregate of all amounts each of which is the capital 
cost to him of that qualified property acquired by him in any 
of the 5 immediately preceding taxation years or the amount 
of that qualified expenditure made by him in any of the 5 im- 
mediately preceding taxation years, determined without refer- 
ence to subsection 13(7.1), ; 


(d) the aggregate of all amounts each of which is an amount 
required to be added in computing his investment tax credit at 
the end of any of the five immediately preceding taxation 
years by virtue of subsection (6) or (7). 


(d.2) an amount equal to 50% of the aggregate of all amounts 
each of which is the capital cost to him of certified property 
acquired by him in any of the 5 immediately preceding taxa- 

‘tion years, determined without reference to subsection 
13(7.1), 


(e) the aggregate of all amounts each of which is that portion 
of the amount deducted under subsection (5) from the tax for 
the year otherwise payable under this Part by the taxpayer for 
any of the 5 immediately preceding taxation years that is in 
respect of qualified property, qualified transportation equip- 
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ment or certified property acquired by him in those ‘years or-a . 
qualified expenditure in respect of scientific research made 
by him in those years 


(f) the aggregate of all amounts each of which is an amount 
required to be deducted in» computing; his investment tax 
credit at the end of the year.or,at,the end. of any. of the five 
immediately preceding taxation years by virtue of subsection 
(6) or (7). 


Paras. 127(9)(d.1), (d.2) added, (e) substituted by 1980-81-82-83, c. 
48, subsecs. 73(1), (2), applicable, as to paras. 127(9)(d.1), (d.2), in 
respect of property acquired after October 28, 1980, and, as to para. 
127(9)(e), after November 16, 1978. Para. 127(9)(e) formerly read: 


(e) the aggregate of all amounts each of which is that portion 
of the amount deducted under subsection (5) from the tax for 
the year otherwise payable under this Part by the taxpayer for 
any of the 5 immediately preceding taxation’ years that is in 
respect of qualified property acquired by him in those years 
or a qualified expenditure in respect of scientific research 
made by him in those years, and ip 


All that portion of subsec. 127(9) preceding para. (a.1), para. 
- 127(9)(b) substituted by 1979, c. 5, subsecs. 40(1), (2), applicable in 
respect of qualified property and qualified transportation equipment 
acquired after November. 16, 1978 and in respect of qualified ex- 


penditures incurred. after November 16, 1978., That portion and . 


para. 127(9)(b) formerly read: 


(9) For the purposes of subsections (5) to (8), “investment tax 
credit” of a taxpayer at the end of a taxation year means the 
amount, if any, by which the aggregate of. 


(a) an amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property acquired by him in the year or the 

~ amount of’a qualified expenditure in respect of scientific 
research made by him in‘the year, determined without 
reference to subsection 13(7.1), 


(b) an amount equal to’5% of the aggregate. of all 
amounts each of which is the capital cost to him of a 
qualified property. acquired by him in any of the 5 imme- 
diately preceding taxation years or the amount of a quali- 
fied expenditure in respect of scientific research made by 
him in any of the 5 immediately preceding taxation years, 
determined without reference to subsection 13(7.1), 


All that portion of subsec. 127(9) preceding para. (c), para. 
127(9)(e) substituted by 1977-78, c. 1, subsecs. 61(3), (4), applica- 
ble to; 1977 et seq. That portion and para. 127(9)(e) formerly read: 


(9) “Investment tax credit” — For the purposes: of subsec- 
tions (5) to (8), “investment tax credit” of a taxpayer at the 
end of a taxation year means the amount, if any, by which the 
aggregate of Mm 


(a) an amount equal to 5% of the ageregate of all 
amounts each of which is the capital cost to him of a 
qualified property acquired by him in the year, deter- 
mined without reference to’ subsection 13(7.1),- 


(b) an amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property acquired by him in any of the five im- 
mediately preceding taxation years, determined without 
reference to subsection 13(7.1), 


(€) the aggregate of all amounts each of which is that por- 
tion of the amount deducted under subsection (5) from 
the tax for the year otherwise payable under this Part by 
the taxpayer for any of the five immediately preceding 
taxation years that is in respect of qualified property ac- 
quired by him.in those years, and 


Subsec. 127(9) added by. 1974-75-76, c.l, subsec. 9(1), applicable 
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to 1975 et seq. 


Pre-RSC History [former subsec. 127(10)]: Below is the his- 
tory of subsec. 127(10) prior to its incorporation into subsec, 127(9) 
by 1985, c. 45. 


Subpara. 127(10)(c)(iv) substituted and subpara. 127(10)(c)(iv.1) 
added by 1980-81-82-83, c. 140, subsec. 89(2), applicable to taxa- 
tion years commencing after November 12, 1981. Subpara. 
127(10)(c)(iv) formerly read: 


(iv), processing, to the prime metal stage or its equivalent, ore 
from a mineral resource, 


All that portion of subsec. 127(10) preceding para. (c), subpara. 
127(10)(c)(ii) substituted by 1980-81-82-83, c. 48, subsecs. 73(3), 
(4), applicable, as to that portion, in respect of property acquired 
after October 28, 1980, and, as to subpara. 127(10)(c)(i1), in respect 
of property acquired after the 1980 taxation year. That’ portion and 
subpara. 127(10)(c)(ii) formerly read: 


(10) For the purposes of subsection (9),'a “qualified property” 
of a taxpayer means 


(a) a prescribed building to the extent that it is acquired 
by the taxpayer after June 23, 1975, or 


(b) prescribed machinery and equipment acquired by the 
taxpayer after June 23, 1975 ; 


that has not been used for any purpose whatever before it was 
acquired by the taxpayer and that is — 


(ii) operating an oil or gas well, 


Paras! ’127(10)(a), (b), subpara. 127(10)(d)(Gi) substituted by 1979, 
c. ‘5, subsecs. 40(3), (4), applicable in respect of qualified property 
and qualified transportation equipment acquired after November 16, 
1978.and in respect of qualified expenditures incurred after Novem- 
ber 16, 1978. Paras. 127(10)(a), (b), subpara. 127(10)(d)@i), for- 
merly. read: 


(a) a prescribed building to the extent that it is 


(i) acquired by the taxpayer after June 23, 1975 and 
before July 1, 1980, or 


(ii) acquired by the taxpayer after June 30, 1980, if instal- 
lation of the footings or other base support for the build- 
ing was commenced by the taxpayer after June 23, 1975 
and before July 1, 1980 and the building was completed 
in substantial accordance with plans and specifications 
agreed to in writing by the taxpayer before July 1, 1980, 
or 

(b) prescribed machinery and equipment acquired by the tax- 

payer after June 23, 1975 and before July 1, 1980 


wees 


(ii) use of the property by the first lessee commenced after 
June 23, 1975 .and before July 1, 1980. 


Paras. 127(10)(a), (b), all that portion of para. 127(10)(d) preceding 
subpara. (i), subpara. 127(10)(d)(ii) substituted, subpara. 
127(10)(c)(x) added by 1977-78, c. 1, subsecs. 61(6)-(9), applicable 
(except subpara. 127(10)(c)(x)) to 1977 et seqg., subpara. 
127(10)(c)(x) with respect to acquisitions of property after March 
31, 1977. Paras. 127(10)(a), (b), that portion of para. 127(10)(d), 
subpara. 127(10)(d)(i) formerly read: 


(a) a prescribed building to the extent that it is 


(i) acquired by the taxpayer after June 23, 1975 and 
before July 1, 1977, or 


(ii) acquired by the taxpayer after June 30, 1977, if instal- 
lation of the footings or other base support for the build- 
ing was commenced by the taxpayer after June 23, 1975 
and before July 1, 1977 and the building was completed 
in substantial accordance with plans and specifications 
agreed to in writing by the taxpayer before July 1, 1977, 
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or 


(b) prescribed machinery and equipment acquired by the tax- 
payer after June 23, 1975 and before July 1, 1977 


(d) to be leased by the taxpayer, to a lessee (other than a per- 
son exempt from tax under section 149) who can reasonably 
be expected to use the property in Canada primarily for any 
of the purposes referred to in subparagraph (c)(i) to (ix), but 
this paragraph does not apply in respect of property that is 
prescribed property for the purposes of paragraph (b), unless 


(ii) use of the property by the first lessee commenced af- 
ter June 23, 1975 and before July 1, 1977. 


Cl. 127(10)(d)(i)(E) added by 1976-77, c. 4, subsec. 52(3), applica- 
ble to 1975 et seq. 


Subsec. 127(10) added by 1974-75-76, c. 1, subsec. 9(1), applicable 
to 1975 et seq. 


Pre-RSC History [former subsec. 127(10.1)]: Below is the 
history of subsec. 127(10.1) prior to its incorporation into subsec. 
127(9) by 1985, c. 45. 


Para. 127(10.1)(c) substituted and para. 127(10.1)(f) added by 1984, 
c. 1, subsecs. 72(8), (9). Para. 127(10.1)(c), as substituted, applica- 
ble with respect to expenditures made after April 19, 1983, formerly 
read: 


(c) “qualified expenditure” — “qualified expenditure” 
means an expenditure in respect of scientific research made 
by a taxpayer after March 31, 1977 that qualifies as an expen- 
diture described in paragraph 37(1)(a) or subparagraph 
37(1)(b)(i), but does not include a prescribed expenditure; 
All that portion of subsec. 127(10.1) preceding para. (a), all that 
portion of para. 127(10.1)(d) preceding subpara. (i) substituted, 
para. 127(10.1)(e) added by 1980-81-82-83, c. 48, subsecs. 
73(5)-(7), applicable in respect of property acquired after October 
28, 1980. Those portions formerly read: 


(10.1) For the purposes of subsection (9), 


(d) “qualified transportation equipment” of a taxpayer 
means prescribed equipment acquired by him after No- 
vember 16, 1978 that has not been used for any purpose 
whatever before it was acquired by the taxpayer and that 
is 
Paras. 127(10.1)(c) substituted, (d) added by 1979, c. 5, subsec. 
40(5), applicable in respect of qualified property and qualified 
transportation equipment acquired after November 16, 1978 and in 
respect of qualified expenditures incurred after November 16, 1978. 
Para. 127(10.1)(c) formerly read: 


(c) “qualified expenditure” means an expenditure in respect 
of scientific research made by a, taxpayer after March 31, 
1977 and before July 1, 1980 that qualifies as an expenditure 
described in paragraph 37(1)(a) or subparagraph 37(1)(b)(i), 
but does not include a prescribed expenditure. 
Subsec. 127(10.1) added by 1977-78, c. 1, subsec. 61(10), applica- 
ble to 1977 et seq. 


(9.1) Control acquired before the end of the 
year — Where a taxpayer is a corporation the con- 
trol of which has been acquired by a person or group 
of persons (each of whom is in this subsection re- 
ferred to as the “purchaser”) at any time (in this sub- 
section referred to as “that time”) before the end of a 
taxation year of the corporation, the amount deter- 
mined for the purposes. of paragraph (j) of the defini- 
tion “investment tax credit’? in subsection (9) is the 
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amount, if any, by which 
(a) the amount, if any, by which 


(1) the total of all amounts added in computing 
its investment tax credit at the end of the year 
in respect of a property acquired, or an expen- 
diture made, before that time 


exceeds 


(ii) the total of all amounts each of which is an 
amount 


(A) deducted in computing its investment 
tax credit at the end of the year under para- 
graph (f) or (g) of the definition “invest- 
ment tax credit” in subsection (9), or 


(B) deducted in computing its investment 
tax credit at the end of the taxation year 
immediately preceding the year under par- 
agraph (1) of that definition, 


to the extent that the amount may reasonably 
be considered to have been so deducted in re- 
spect of a property or expenditure in respect 
of which an amount is included in subpara- 
graph (i) 
exceeds the total of 
(b) [Repealed under former Act] 


(c) the amount, if any, by which its refundable 
Part VII tax on hand at the end of the year ex- 
ceeds the total of all amounts each of which is an 
amount designated under subsection 192(4) in re- 
spect of a share issued by it 


(i) in the period commencing one month 
before that time and ending at that time, or 


(ii) after that time, 
and before the end of the year, and 


(d) that proportion of the amount that, but for 
subsections (3) and (5) and sections 126, 127.2 
and 127.3, would be its tax payable under this 
Part for the year that, 


_@) where throughout the year the corporation 
carried on a particular business in the course 
of which a property was acquired, or an ex- 
penditure was made, before that time in re- 
spect of which an amount is included in com- 
puting its investment tax credit at the end of 
the year, the amount, if any, by which the total 
of all amounts each of which is 


(A) its income for the year from the partic- 
ular business, or 


(B) its income for the year from any other 
business substantially all the income of 
which was derived from the sale, leasing, 
rental or development of properties or the 
rendering of services similar to the proper- 
ties sold, leased, rented or developed, or 
the services rendered, as the case may be, 
by the corporation in carrying on the par- 
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ticular business before that.time 
exceeds 


(C) the total of all amounts each of £ which 
is an amount, deducted under paragraph 
I1101)(a) or (d) for the year by the corpo- 
ration in respect of.a non-capital loss or a 
farm loss, as the case may be, for a taxa- 
tion year in respect of the particular busi- 
ness or the other business, 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 
(iii) its taxable income. for the year. 


Related Provisions: 249(4) — Deemed year-end on change of 
control; 256(7)-(9) — Whether control. acquired. 


Pre-RSC History: That portion of subsec. 127(9.1) preceding 
para. (a) amended by 1987, c. 46, subsec. 46(2), to substitute “ape 
control of which” for “control of which’, and “group of persons” 
for “persons”, applicable in respect of acquisitions of control occur- 
ring after January 15, 1987 other than acquisitions of control occur- 
ring before 1988 where the persons acquiring the control were 
obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered into on or before that date. See “Inter- 
pretation” following, history of subsec. 127(9.2). 


Para. 127(9.1)(b) repealed by 1987, c. 46, subsec. 46(3), ‘pliable 
in respect of acquisitions of control occurring after January 15, 1987 
other than acquisitions of control occurring before 1988 where the 
persons acquiring the control, were obliged on that date to acquire, 
the control pursuant to the terms. of agreements in writing entered 
into on or before that date except that, for acquisitions of control 
occurring after April 1986 and before January 16, 1987 or before 
1988 where the persons acquiring the control were obliged on Janu- 
ary. 15, 1987 to acquire the control pursuant to the terms of agree- 
ments in writing entered into on or before January 15, 1987, the 
references to “May 1, 1986” in the paragraph shall be read as “Janu- 
ary 1, 1989”. See “Interpretation”. following history of subsec. 

127(9.2). Para. 127(9.1)(b) formerly read: 


(b) the proportion of its refundable investment tax credit for 
the year (within the meaning assigned, by, subsection 
127.1(2)) that 


(i) the aggregate of all amounts each of which is an 
amount included in computing its investment tax credit at 
the end of the year 


(A) in respect of property acquired; or an expenditure 
made, by it in the year and after April 19, 1983 and 
before the earlier of that time and May.1, 1986, or 


(B) pursuant to paragraph (b) of the definition “in- 
vestment tax credit” in subsection (9) in-respect of a 
property acquired, or an expenditure made, after 
April 19, 1983 and before the earlier of that time and 
May 1, 1986 ‘i 
is of 
(ii) the aggregate of all amounts each of which is an 
amount. determined under subparagraph (a)(iv) or (vi) of 


the definition “refundable investment, tax credit” in sub- 
section 127.1(2) in respect of the corporation for the year, 


Para. 127(9.1)(d) amended by 1987, c. 46, subsec. 46(4), to substi- 
tute subparas. (i) to (iii) applicable in respect of acquisitions of con- 
trol occurring after January 15, 1987 other than acquisitions of con- 
trol occurring before 1988 where the persons acquiring the control 
were obliged on that date to acquire the contro] pursuant to the 
terms of agreements in writing entered into on or before that date 
except that, in respect of acquisitions of control occurring before 


S. 1279.1) 


June 6, 1987, subparagraph 127(9, 1)(d)(i), shall be.read. without ref- 
erence to clause 127(9. 1)(d)G)(C). See “Interpretation”? following 
history of subsec. 127(9.2). Subparas. 127(9. 1)(d)(1) to (iil) fopmperly 
read: 


(i) where that time is in a fietio ane taxation year eet 
throughout the year the corporation carried on a particular 
business in the course of the carrying on of which a property 
was acquired, or an expenditure was made, before that time in 
respect of which an amount is included in computing its. in- 
vestment tax credit at the end of the year; the ste of all 
amounts each of which: is 


(A) its income for the year from the particular business, 


(B) its income for the year from any other business sub- 
stantially all the income of which was derived from the 
sale, leasing, rental or’ development of properties or the. 
rendering of services similar to the. properties, sold, 
leased, rented or developed, or the services rendered, as 
the ase’ may be, by the corporation in vitsctaha on the J 
particular: business before that time, or 979% 2 


(C) the amount, if any, by which the aggregate of the cor-”” 
poration’s taxable capital gains for the year from the dis- 
position of property owned by the corporation at,that 
time, other than property that, was acquired from the pur- 
chaser or a person who did not deal at arm’s length with, 
the purchaser, exceeds the aggregate of the corporation’ Si 
allowable capital losses for the year from the disposition 
of such property, or 


(ii) where that time is in the: year, the: aggregate of:all 
amounts each of which is ' 


(A) the corporation’s income forthe year fbr a bisiness 
carried on by it before: that time, 


(B) its income for the year from any other business; has 
stantially all the income of which was derived from the 
sale, leasing, rental or development of properties or the ~ 
rendering of services similar to the properties sold, 
leased, rented or developed, or the services rendered, as 
the case may be, by the corporation in carrying on ‘the 
business referred to in clause (A), or 


(C) the amount, if any, by which the aggregate of the cor- 
poration’s taxable capital gains for the year from. the dis- 
position of property owned by. the corporation before. that 
time, other than property that was acquired from. the pur- 
chaser or a person who did not deal at arm’s length with 
the purchaser, exceeds the aggregate of the‘corporation’s 
allowable capital losses for, the year from the-disposition 
. of such property 
is of 
(iii) the amount, if any, by which the corporation’s income 
for. the year exceeds the aggregate of all amounts each of 
- which is an amount deductible by it for the year under section 
112 or. 113. 
Subsec. 127(9.1) added by 1986, c. wes subsec. 71(15), cappliainic 
with respect to acquisitions of control occurring after May 23, 1985, 
other than acquisitions of control made under the terms of an agree- 
ment in writing entered into before: May 24, 1985. 
Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 
|.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


Forms: T2038 (Corp): Investment tax credit— corporations. 


Pre-RSC History’ [former subsec. 127(9.1)]: Former subsec. 
127(9.1) repealed by 1986, c. 6,subsec, 71(14), applicable to amal- 
gamations. occurring after May 23,. 1985 .and windings-up com- 
mencing after May 23, 1985. Subsec. (9. 1) formerly read: 


.,(9.1) Investment tax credit and employment tax credit on | 
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amalgamation — Where after March 31, 1977 there has 
been an amalgamation within the meaning of subsection 
87(1) and one or more of the predecessor corporations had an 
investment tax credit or employment tax credit for any taxa- 
tion year any portion of which was not deducted by iit in com- 
puting its tax otherwise payable under this Part for any taxa- 
tion year, for the purposes only of determining the investment 
tax credit and employment tax credit of the new corporation 
for any taxation year preceding any taxation year of the new 
corporation, the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each. such prede- 
cessor corporation. 


Former subsec. 127(9.1) substituted by 1977-78, c. 4, subsec. 5(1), 
to add references to employment tax credit. 


Former subsec. 127(9.1) added by 1977-78) c..1, subsec. 61(5), ap- 
plicable to 1977 et seq. 


(9.2) Control acquired after the end of the 
year — Where a taxpayer is a corporation the con- 
trol of which has been acquired by a person or group 
of persons at any time (in this subsection referred to 
as “that time’) after the end of a taxation year of the 
corporation, the amount determined for the purposes 
of paragraph (k) of the definition “investment tax 
credit” in subsection (9) is the amount, if any, by 
which 
(a) the total of all amounts each of which is an 
amount included in computing its investment: tax 
credit at the end of the year in respect of a prop- 
erty acquired, or an expenditure made, after that 
time 
exceeds the total of 
(b) [Repealed under former Act] 


(c) its refundable Part VII tax on hand at the end 
of the year, and . 


(d) that proportion of the amount that, but for 
subsections (3) and (5) and sections 126, 127.2 
and 127.3, would be its tax payable under this 
Part for the year that, 


(1) where the corporation acquired a property 
or made an expenditure, in the course of car- 
rying on a particular business throughout the 
portion of a taxation year that is after that 
time, in respect of which an amount is in- 
cluded in computing its investment tax credit 
at the end of the_year, the amount, if any, by 
which the total of all amounts each of which 
is 


(A) its income for the year from the partic- 
ular business, or 


(B) where the corporation carried on’a par- 
ticular business in the year, its income for 
the year from any other business substan- 
tially all the income of which was derived 
from the sale, leasing, rental or develop- 
ment of properties or the rendering of ser 
vices similar to the properties sold, leased, 
rented or developed, or the services ren- 
dered, as the case may be, by the corpora- 
tion in carrying on the particular business 
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before that time 
exceeds 


(C) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) for the year by the corpo- 
ration in respect of a non-capital loss or a 
farm loss, as the case may be, for a taxa- 
tion year in respect of the particular busi- 
ness or the other business 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 


(iil) its taxable income for the year. 


Related Provisions: 249(4) — Deemed year-end on change of 
control; 256(7)-(9) — Whether control acquired. , 


Pre-RSC History: That portion of subsec. 127(9.2) preceding’ 
para. (a) amended by 1987, c. 46, subsec. 46(5), to substitute “the 
control of which” for “control ‘of which”, “group’ of persons” for 
“persons” and “the end of a taxation year” for “the commencement 
of a taxation year”, applicable in respect of acquisitions of control 
occurring after January 15, 1987 other than acquisitions of control 


— occurring before 1988 where the persons acquiring the control were 


obliged on that date to acquire the’ control pursuant to the terms of 
agreements in writing entered into on or before that date: Seé “Inter- 
pretation” below. BOT vd 


Para. 127(9.2)(b) repealed by 1987, c. 46, subsec. 46(6), applicable 
in respect of acquisitions of control occurring after J anuary 15, 1987 


_ other than acquisitions of control occurring before 1988 where the 


persons acquiring the control were obliged on that date to acquire 
the control pursuant to the terms of agreements in writing entered 
into on or before that date except that, for acquisitions of control 
occurring after April 1986 and before January 16, 1987 or before 
1988 where the persons acquiring the control were obliged on Janu- 


| ary 15, 1987 to-acquire the control pursuant to the terms of agree- 


ments in writing entered into on or before January 15, 1987, the 
references to “May 1, 1986” in the paragraph shall be read as “Janu- 
ary 1, 1989”. See “Interpretation” below. Para: 127(9.2)(b) formerly 
read: : 


(b) that proportion of its refundable investment tax credit for 
the year (within the meaning assigned by subsection 
127.1(2)) that 


(i) the aggregate of all amounts each of which is an 
amount included in computing its investment tax credit at 
the end of the year 


a (A) in respect of property acquired, or an expenditure 
' made, by it in the year and after that time and before 
isMay 1, 1986, or 


(B) pursuant to paragraph (b) of the definition “in- 

- vestment tax credit” in subsection (9) in respect of a 
‘property acquired or an expenditure made after that 
time and before May 1, 1986 


is of 
(ii) ‘the aggregate of all amounts each of which is an 
amount determined under subparagraph (a)(iv) or (vi) of 


the definition “refundable investment tax credit” in sub- 
section 127.1(2) in respect of the corporation for the year, 


Para. 127(9.2)(d) amended by 1987, c. 46, subsec. 46(7), to substi- 
tute subparas. (i) to (iii), applicable in respect of acquisitions of con- 
trol occurring after January 15, 1987 other than acquisitions of con- 
trol occurring before 1988 where the persons acquiring the control 
were obliged on that date to acquire the control pursuant to the 
terms of agreements in writing entered into on or before that date 
except that, in respect of acquisitions of control occurring before 
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June 6, 1987, subpara. 127(9.2)(d)(i) shall be read without reference 
to cl. 127(9.2)(d)(i)(C). See “Interpretation” below. Subparas. 
127(9.2)(d)(i) to (iii) formerly read: 


(i) where that time is in the year, the aggregate of all amounts 
each of which is 


(A) the corporation’: s income for-the year. om a business. 
carried on by, it after that time, or, 


(B) the amount, if any, by which the aggregate of the cor- 
poration’s taxable-capital gains for the year from ‘the dis- 
position of property after that time:exceeds the aggregate 
of the.corporation’s allowable capital losses for the year 
from the disposition of property after that time, or é 


(ii) where that time is in a subsequent taxation year and the 
corporation acquired a property,.or made, an expenditure, in 
the course of carrying on a particular business throughout the 
portion of a taxation year that i is after that time, in respect of 
which an amount is included in computing its investment tax 
credit at the end of the year, the aggregate of 


. (A) its income’ for the year from the particular business, 
and. 


(B) where the corporation carried on the particular busi- 
ness in the year, its income for the year from any other 
business substantially all the income of which was de- 
tived from the sale, leasing, rental or development of 
ptoperties or the rendering ‘of services similar to the 
properties sold, leased, rented or developed, or the ser- 
vices rendered, as the case may be, by the corporation in 
carrying on the Partigulas business before, that time 


is of 
(iii) the amount, if any, by which the corporation’s income 
for the year exceeds the ‘aggregate of all amounts each of 


which is‘an amount deductible by it for the year under section 
112 or 113. 


Subsec. 127(9.2), added by 1986, c. 6, subsec. 71(15), poicisle 
with respect to. acquisitions of control occurring after May, 23, 1985, 
other than acquisitions. of control made under the. terms of an agree- 
ment in writing entered into before May 24, 1985. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this“Act, a person shall be 2 Boveiaehed 

not to be obliged either to acquire or dispose of property or to 

acquire control of a corporation, as the case may be, if the» 
person may be excused from‘performing the obligation as a 

result of changes to. the [Income Tax Act] affecting acquisi- 

tions or dispositions of prope or ee eae of control of 

corporations. 


Interpretation Bulletins: IT-151R4: soggy research and ex- 
perimental: development expenditures. 


.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


Forms: T2038 (Corp): Investment tax credit — corporations. 


Pre-RSC History [former subsec. 127(9.2)]: Former subsec. 
127(9.2) repealed by 1986, c. 6, subsec. 71(14), applicable to amal- 
gamations occurring after May 23, 1985 and windings-up com- 
mencing after May 23, 1985. Subsec. (9.2) formerly read: 


(9.2) Investment ‘tax credit and employment tax credit on 
winding-up — Where after March 31, 1977 there has been a 
winding-up within the:meaning of subsection 88(1) and the 
subsidiary had.an investment tax credit or employment tax 
_-credit for any taxation year any. portion of which was not de- 
ducted by it in computing its tax otherwise payable under this 
' Part for any taxation year, for the purposes only of determin- 
ing the investment tax credit and employment tax credit of 
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the parent for any ‘taxation year preceding any taxation year 
of the parent, the parent shall be deemed to be the same cor- 
poration as, and a continuation of, the subsidiary. 
Former subse¢; 127(9.2) substituted by 1977-78, c. 4, subsec. 5(1), 
to add references to employment tax credit. 


! Former subsec.,127(9.2) added by .1977- 78, oe A, subsec. 61(5), ap- 


plicable to 1977 et seq. 


(10) Ascertainment of certain property — The 
Minister may 
(a) obtain the advice of the appropriate minister 
for the purposes of the Regional Development In- 
centives Act, chapter R-3 of the Revised Statutes 
of Canada, 1970, as. to whether any. property is 
; property as described in paragraph (b) of the defi- 
nition “certified property” in subsection (9); 


“(b) obtain a certificate from the appropriate min- 
ister for the purposes of the Regional Develop- 
ment Incentives Act certifying that any property 
specified therein is property as described 1 in para- 
‘graph (b) of that definition; or 


(c) provide advice to the member of the Queen’ S 
Privy Council for Canada’ appointed to be the 
Minister for the purposes of the Atlantic Canada 
Opportunities Agency Act as to whether any 
property qualifies for certification under the defi- 
nition “approved project property” in subsection 
(9). 
Pre-RSC History: Subsec. 127(10) dritelided by 1990, c. 1, sub- 
sec. 29(3), to substitute “appropriate Minister for the purposes of 


the Regional Development Incentives Act” in paras. (a), (b) and 
“member of the Queen’s Privy Council for Canada appointed to be 


| the Minister for the purposes of the Adlantic Canada, Opportunities 


Agency. Act” in para..(c), for “Minister. of Regional Industrial Ex- 
pansion”, in force February 23, 1990. 


| Para. 127(10)(c) added by 1987, c. 46, subsec. 46(8), applicable af- 


ter June 5, 1987. 


Subsec. 127(10) substituted and’former* subsec. 127(10) incorpo- 
rated into a revised subsec. 127(9) by 1985, c. 45, subsec. 72(6), 
applicable to. 1985 et seg. Subsec, 127(10) as enacted by the said c. 
45 corresponds to the former subsec. 127(10. 2) which formerly 
read: 
(10.2) Ascertainment of certified property— The Minister 
may . é 
(a) obtain the advice of the Department of sional Eco- & 
nomic Expansion.as, to. whether any property is property 
as, described in; subparagraph (10.1)(e)(ii); or 
(b) obtain a certificate from the Minister of Regional Ec- 
onomic Expansion certifying that any property specified 
therein is property ‘as described in sade 
(10:1)(e)Gi). 
Subsec. 127(10.2) (predecessor to subsec. 127(10) as enacted by 
1985, c. 45) added by 1980-81- 82-83, c. 48, subsec. 73(8), applica- 
ble in respect of property acquired after October 28, 1980. 
Selected Cases [subsec. 127(10)]: Publi-Hebdos Inc,,v.,Can- 
ada, [1995] 2 C.T.C. 330 (FCTD). (Free. newspapers not.held for 
sale or lease); Coopers & Lybrand Limited v. Canada, [1994] 2 
C.T.C. 336 (FCA) (“For sale” does not mean “for use in repair 
process’’). 


(10.1) Additions to. investment tax credit — 
For the purpose of paragraph (e) of the definition 
“investment tax credit” in subsection (9), where a 
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corporation was throughout a taxation year a Cana- 
dian-controlled private corporation, there shall be 
added in computing the corporation’s investment tax 
credit at the end of the year the amount that is 15% 
of the least of 


(a) such amount as the corporation claims; 


(b) the SR&ED qualified expenditure pool of the 
corporation at the end of the year; and” 


(c) the corporation’s expenditure limit for the 
year. = 


Related Provisions: 87(2)(o0) — Amalgamations: 88(1)(e. 8) — 
Winding-up; 127(10.2)-(10.4) — Expenditure limit and’ ‘associated 
corporations; 127(10.7) — Further additions to ITCs; 127.1(2)“re- 
fundable investment tax credit”(f)(i) — Addition to refundable ITC: 
127.1(2.01) — Addition to refundable investment tax credit; 136 — 
Cooperative can be private corporation for purposes.of 127(10.1). 


History: Subsec. 127(10.1) amended by 1996, c. 21,.subsec. 
30(19), applicable to taxation years that begin after 1995. Subsec. 
(10.1) formerly read: 


(10.1) Additions to investment tax credit — For the pur- 
pose of paragraph (e) of the definition “investment tax credit” 
in subsection (9), where a corporation was throughout a par- 
ticular taxation year a Canadian-controlled private corpora- 
tion, there shall be-added in computing the corporation’s in- 
vestment tax credit at the end of the particular year the 
amount determined by the formula 


ie x A] BR 
100 


where 
A is the lesser of 


(a) the total of all expenditures described in any of 
subparagraphs (e)(iv) and (v) of the definition “gpec- 
ified percentage” in subsection (9) made by the cor- 
poration in the particular year and that were desig- 
nated by it in its return of income under this Part for 
the particular year, and 


(b) the corporation’s expenditure limit re the partic- 
ular year; and 


B is the total of all amounts determined under paragraph (a) 
of the definition “investment tax credit” in subsection (9) 
in respect of an expenditure referred to in paragraph (a) 
of the description of A. 


Subsec. 127(10.1) amended by 1995, c. 3, subsec. 37(5), applicable 
to taxation years that begin after 1995. Subsec. (10.1) formerly read: 


(10.1) Additions to investment tax credit — For the pur- 
pose of paragraph (e) of the definition “investment tax credit” 
in subsection (9), where a taxpayer was throughout a particu- 
lar taxation year a Canadian-controlled private corporation 
the taxable income of which, for the taxation year preceding 
the particular year together with the taxable incomes of all 
corporations with which it was associated in the. particular 
year for their taxation years ending in the calendar year pre- 
ceding the calendar year in which the taxpayer’s particular 
year ended, does not exceed twice the total of the business 
limits (as determined under section 125) of the taxpayer and 
the associated corporations for those preceding years, the 
amount, if any, by which * 


(a) 35% of the lesser of 


(i) the total of all expenditures described in subpara- 
graph (e)(iv) of thé definition “specified percentage” 
in subséction (9) made by the taxpayer in the particu- 
lar year and that were designated by it in its return of 
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income under this Part for the particular year; and 


(ii) the taxpayer’s expenditure limit for the particular 
year 


exceeds 


(b) the total of all amounts determined under paragraph 
(a) of the definition “investment tax credit” in subsection 
(9) in respect of an expenditure referred ‘to in’ subpara- 
graph (a)(i) 
shall be added in computing the taxpayer’s investment tax 
credit at the end of the particular year. 
Subsec. 127(10.1) amended by 1994, c. 8, subsec. 15(10), applica- 
ble to taxation years that begin after 1993. Subséc. (10.1) formerly 
read: 
(10.1) ‘Addition to investment tax credit — For the pur- 
poses of paragraph (e) of the definition “investment tax 
credit” in subsection (9), where a taxpayer was throughout its 
taxation year a Canadian-controlled private corporation 
whose taxable income for the immediately preceding taxation 
year together with the taxable incomes of all corporations 
with which it was associated in the year for their taxation 
years ending in the calendar year immediately preceding the 
calendar year in which the corporation’s year ended does not 
exceed the total of the business limits (as determined under 
section 125) of the corporation and the associated corpora- 
tions for those preceding years, the amount, if any, by which 
(a) 35%: of the lesser of 
(i) the total of all expenditures described in subpara- 
graph (e)(iv) of the definition “specified percentage” 
in subsection (9) made by it in the year and that were 
designated by the taxpayer in its return of income 
under this Part for the year, and 
(i1) the taxpayer’s expenditure limit for the year 
exceeds 
(b) the total of all amounts determined under paragraph 
(a) of the definition “investment tax credit” in subsection 
(9) in respect of an expenditure: referred to in subpara- 
graph (a)(i) 
shall be added in computing the taxpayer’s investment tax 
credit at the end of the taxation year. 
Pre-RSC History: Subsec. 127(10.1) substituted and incorporated 
into a revised subsec. 127(9) by 1985, c. 45, subsec. 72(6), applica- 
ble to. 1985 et seg. Subsec. 127(10.1) as enacted by the said c. 45 
corresponds to the former para. .127(9)(d.4). See history to subsec. 
127(9) for former version of para..127(9)(d.4). 


Forms: T2038 (Corp): Investment tax credit — corporations. 


(10.2) Expenditure limit determined — For the 
purpose of subsection (10.1), a corporation’s expen- 
diture limit for a particular taxation year is the 
amount determined by the formula 


B 


4,000,000 — 10A) x ———— 
. $200,000 


where 
A is the greater of $200,000 and either. 


(a) where the corporation is»associated with 
one or more other corporations in the particu- 
lar year and the particular year ends in a cal- 
endar year, the total’of all amounts each of 
which is the taxable income of the corporation 
or such an associated corporation for its last 
taxation year that ended in the preceding cal- 
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endar year (determined before taking into con- 
sideration the specified future tax conse- 
quences for that last year), or 


(b) where paragraph (a) does not apply, the 


corporation’s taxable income for its immedi- 
ately preceding taxation year (determined 
before taking into consideration the specified 
future tax consequences for that preceding 
year), and 


B is the total of the business firitlfs under section 
125 for the particular year of the corporation and 
any such other corporations for the particular 
year, 


unless the corporation is cae edu in the particular 
year with one or more other Canadian-controlled pri- 
vate corporations, in which case, except as otherwise 


provided in this section, its expenditure limit for the 


particular year is nil. 

Related Provisions: 87(2)(00) —Effect of amalgamation; 

88(1)(e.8) — Winding-up; 125(5.1) — Elimination. of business limit 
(and therefore the expenditure limit) for large corporations; 

127(10.3)-(10.6) — Expenditure limit to be shared among associ- 
ated corporations; 127(10.6)(c) — Short taxation year; 257 — 
Formula cannot calculate to less than zero. 


History: The description of A in subsec. 127(10.2) amended by 
1997, c. 25, subsec. 35(2), applicable to taxation oer that begin 
after 1995. It formerly read: 


A is the greater of 
| (a) $200,000, and 


(b) the taxable income of the corporation for its pre- 
ceding taxation year or, if it is associated with one or 
more other corporations in the particular year, the 
taxable income:of the corporation for its last taxation 
year.ending in the preceding calendar year plus the 
taxable incomes of all such other corporations for 
their last taxation years ending in the preceding cal- 
endar year, and 


Subsec..127(10.2) amended by 1995, c. 3, subsec. 37(5), applicable 
to taxation years that begin after 1995, Subsec. (10.2) formerly read: 


(10.2) Expenditure limit determined — For the purpose of 
subsection (10.1), a‘corporation’s expenditure limit for a par- 
ticular taxation year is the amount determined by the formula 


$4,000,000 — 10A 
where 
A is the greater of 
(a) $200,000, and 


(b) the total of the taxable income of the corporation 
for the taxation year preceding the particular year 
and the taxable incomes of all corporations with 
which it was associated in: the particular year for 
their taxation years ending in the calendar year pre- 
ceding the calendar year in which the taxpayer’s par- 
ticular year ended, 


unless the corporation is associated in the particular year with 
one or more other Canadian-controlled private corporations in 
which case, except as otherwise provided in this section, its 
expenditure limit for the particular year is nil. 


Subsec. 127(10.2) amended by 1994, c. 8, subsec. 15(10), applica- 
ble to taxation years’that begin after 1993. Subsec. (10.2) formerly 


S. 127(10.3) 


read: 


(10.2) Expenditure limit determined — For the purposes of 
subsection (10.1), a corporation’s expenditure limit for a tax- 
ation year is $2,000,000 unless the corporation is associated 
in the year with one or more other Canadian-controlled pri- 
vate corporations in which case, except as otherwise provided 
in.this section, its expenditure limit for the year is nil. 


Pre-RSC History: Subsec. 127(10.2) substituted by 1985, c. 45, 
subsec. 72(6),. applicable to 1985 et seq. Subsec.. 127(10.2) as en- 
acted by the said c. 45 corresponds to the former subsec.. (10.3) 
which read: 


(10.3) “Expenditure limit” determination a Fas Pp pur- 

poses of paragraph (9)(d.4), a corporation’s “expenditure _ 
limit” for a taxation year is $2,000,000 unless the corporation 

is associated in the year with one or more’ other Canadian- 

controlled private corporations in which case, except as other- 

wise provided in this section, its expen pate Jimit fi the:year 

is nil. 


Subsec. 127(10.3) (predecessor ‘to subsec. 127(10.2)) added by 
1984, c. 45, subsec. 43(2), applicable to 1985 et seq. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


(10.3) Associated corporations — If all of the 
Canadian-controlled private corporations that are as- 
sociated with each other.in a taxation year file with 
the Minister in prescribed form an agreement 
whereby, for the purpose of subsection (10.1), they 
allocate an amount to one or more of them for the 
year and the amount so allocated or the total of the 
amounts so allocated, as the case may be, does not 
exceed the amount determined. for the year by. the 
formula in subsection (10.2), the expenditure. limit 
for the year of each of the corporations is the amount 
so allocated to it. 


History: Subsec. 127(10.3) amended by 1994, c. 8, subsec. 15(10), 
applicable to taxation years that begin after 1993. Subsec. (10.3) 
formerly read: 


(10.3) Associated corporations — If all of the Canadian- 
controlled private corporations that are associated’ with each 
other in a taxation year have filed with the Minister ‘in pre- 
scribed form an agreement whereby, for the purposes of sub- 
section (10.1), they allocate an amount to one or more of 
them for the taxation year and the amount so allocated or the 
total of the amounts so allocated, as the case may be, is 
$2,000,000, the expenditure limit for the ‘year of each of the 
corporations is the amount so allocated to it. 


Pre-RSC History: Subsec. 127(10.3) substituted by 1985, c. 45, 
subsec. 72(6), applicable to 1985 et seg. Subsec. 127(10.3) as en- 
acted by the said c. 45 corresponds to the former 127(10.4) which 
read: 


(10.4) Associated corporations — Notwithstanding subsec- 
tion (10.3), if all of the Canadian-controlled private corpora- 
tions that are associated with each other in a taxation year 
have filed with the Minister in prescribed form an agreement 
whereby, for the purposes of paragraph (9)(d.4), they allocate 
an amount to one or more of them for the taxation year and 
the.amount so allocated or the aggregate. of the amounts so 
allocated, as the case may be, is $2,000,000, the annual. ex- 
penditure limit for the year of each of the corporations is the 
amount so allocated to it. 


Subsec. 127(10.4) (prédecessor to subsec. 127(10.3) as enacted by 
1985, c. 45) added by 1984, c.'45, subsec. 43(2), applicable to 1985 
et seq. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
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perimental development expenditures. 


Forms: T2013: Agreement among associated corporations. 


(10.4) Failure to file agreement — If any of the 
Canadian-controlled private corporations that are as- 
sociated with each other in a taxation year fails to 
file with the Minister an agreement as contemplated 
by subsection (10.3) within 30 days after ‘notice in 
writing by the Minister is forwarded to any of them 
that such an agreement is required for the purposes 
of this Part, the Minister shall, for the purpose of 
subsection (10.1), allocate an amount to one or more 
of them, for the year, which amount or the total of 
which amounts, as the case may be, shall equal the 
amount determined for the year by the formula in 
subsection (10.2), and in any such case the expendi- 
ture limit for the year of each of the corporations is 
the amount so allocated to:it. 
History: Subsec. 127(10.4) amended by 1994, c. 8, subsec. 15(10), 
applicable to taxation years that begin after 1993):Subsec. (10.4) 
formerly read: 
(10.4) Failure to, file agreement If any of the Canadian- 
controlled private corporations that are associated with each 
other in a taxation year has failed to file with the Minister an 
agreement’ as contemplated by subsection (10.3) within 30 
days after notice in writing by the Minister has been for- 
warded to any of them that such an’agreement is required for 
the purpose of any assessment.of tax under this Part, the Min- 
ister shall, for, the purposes of subsection .(10.1), allocate an 
amount to one or more of them for the taxation year, which 
amount or the total of which amounts, as ‘the case may be, 
shall equal $2,000,000, and in any such case the expenditure 
limit for the year of each of the corporations is the amount ’so 
‘allocated to it: - +i 
Pre-RSC History: Subsec. 127(10.4) substituted by 1985, c. 45, 
subsec. 72(6), applicable to 1985 et seg. Subsec. 127(10.4). as -en- 
acted by. the said c. 45 corresponds to former subsec. 127(10.5) 
which read: 
(10.5) Failure to file agreement — If any-of thesCanadian- 
controlled private corporations that are associated with each 
other in a taxation year has failed to file with the Minister an 
agreement as contemplated by subsection..(10.4) within 30 
days after notice in writing by the. Minister has been for- 
warded to any of them,that such an agreement is required for 
the purpose of any assessment of tax under.this Part, the Min- 
ister shall, for the purposes. of paragraph (9)(d.4), allocate an 
amount to one or. more of them for the taxation year, which 
amount or the aggregate of which amounts, as the case may 
be, shall equal $2,000,000, and in any such’case, notwith- 
standing subsection (10.3), the expenditure limit for the year 
of each of the corporations is the amount so allocated to it. 
Subsec. 127(10.5) (predecessor to subsec.. 127(10.4). enacted by 
1985, c. 45) added by. 1984, c. 45, subséc: 43(2), applicable to 1985 
et seq. 


(10.5) [Repealed under former Act] 
Pre-RSC History: See History following subsec. 127(10.4). 


(10.6) Expenditure limit determination in 
certain cases — Notwithstanding any other provi- 
sion of this section, 


(a) where a Canadian-controlled. private corpora- 
tion (in this paragraph referred to as the “first 
corporation”) has more than one taxation year 
ending in the same calendar year and itis associ- 
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ated in two or more of those taxation years with 
another Canadian-controlled private corporation 
that has a taxation year ending in that calendar 
year, the expenditure limit of the first corporation 
for each taxation year in which it is associated 
with the other corporation ending in that calendar 
year is, subject to the application of paragraph 
(b), an amount equal to its expenditure limit for 
the first such taxation year determined without 
reference to paragraph (b); 


(b) where a Canadian-controlled private corpora- 
tion has a taxation year that is less than 51 weeks, 
its expenditure limit for the year is that propor- 
tion of its expenditure limit for the year deter- 
~ mined without reference to this paragraph that the 
number of days in the year is of 365; and 


(c) for the purpose of subsection (10.2), where a 
Canadian-controlled private corporation has a 
taxation year that is less than 51 weeks, the taxa- 
ble income and business limit of the corporation 
for the year shall be determined by multiplying 
those amounts by the ratio that 365 is of the num- 
ber of days in that year. 


History: Para. 127(10.6)(c) added by 1995, c. 3, subsec. 37(6), ap- 
plicable to taxation years that begin after 1995. 


Pre-RSC History [former subsec. 127(10.6)]: Former subsec. 
127(10.6) added by 1984, c. 45, subsec. 43(2), applicable to 1985 et 
seq. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


(10.7) Further additions to investment tax 
credit [repaid assistance] — Where a taxpayer 
has in a particular taxation year repaid an amount of 
government assistance, non-government assistance 
or a contract payment that was applied to reduce 


(a) the amount of a qualified expenditure incurred 
by the taxpayer under paragraph (11.1)(c) for a 
preceding taxation year that began before 1996, 


(b) the prescribed proxy amount of the taxpayer 
under paragraph (11.1)(f) for a preceding taxation 
year that began before 1996, or 


(c) a qualified expenditure incurred by the tax- 
payer under any of subsections (18) to (20) for a 
preceding taxation year, 


there shall be added to the amount otherwise deter- 
mined under subsection (10.1) in respect of the tax- 
payer for the particular year the amount, if any, by 
which . 
(d) the amount that would have been determined 
under subsection (10.1) in respect of the taxpayer 
for that preceding“year if subsections (11.1) and 
(18) to (20) had not applied in respect of the gov- 
ernment assistance, non-government assistance or 
contract payment, as the case may be, to the ex- 
tent of the amount so repaid, 


exceeds | 
(e) the amount determined under ‘subsection 
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(10. 1) in respect of the taxpayer for that preced- 
ing year. 
Related Provisions: 127(10. 8) — Further ‘additions, to _invest- 
ment tax credits. 


History: Subsec. 127(10.7) amended by 1996, Cake Mince. 
30(20), applicable to taxation years that begin after 1995. Subsec. 
(10.7) formerly read: 


(10.7) Further additions to investment tax asthe [repaid 
assistance] — Where a taxpayer has in a particular taxation 
year repaid an amount of government assistance, non-govern- 
ment assistance or a contract payment that had, because of 
subsection (11.1), resulted in a reduction of the amount of a 
qualified expenditure for a preceding: taxation year, there 
shall be added to the amount otherwise determined under sub- 
section (10.1) in respect of the taxpayer for the particular year 
~~ the amount, if any, by which 


(a) the amount that would have been determined under 
subsection (10.1) in respect of the taxpayer for that pre- 
ceding year if subsection (11.1) had:not applied in re- 
spect of the government assistance, non-government as- 
‘sistance or contract payment, as the case may be, to the 
extent of the amount so repaid, 


exceeds 
(b) the amount determined under subsection (10.1) in re- 
spect of the taxpayer for that preceding year. 


Subsec. 127(10.7) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
104(5), applicable to amounts repaid after May 23, 1985. 


(10.8) Further additions to investment tax 
credit [expired assistance] — For the purposes 
of paragraph (e.1) of the definition “investment tax 
credit” in subsection (9), subsection (10.7) and para- 
graph 37(1)(c), an amount of government assistance, 
non-government assistance or a contract payment 
that 


(a) was applied to reduce 


(i) the capital cost to a taxpayer of a property 
under paragraph (11.1)(b), 


(ii) the amount of a qualified expenditure in- 

curred by a taxpayer under paragraph 
(11.1)(c) for fAKahon like that began before 
1996, 


(aii) the stuiceaply proxy amount of a tax- 
payer under paragraph (11.1)(f) for taxation 
years that began before 1996, or 


(iv) a qualified expenditure incurred by a tax- 
payer under any of subsections (18) to (20), 


(b) was not received by the taxpayer, and 


(c) ceased in a taxation year to’ be an amount that 
the taxpayer can reasonably be expected to 
receive, 


is deemed to be the amount of a repayment by the 
taxpayer in the year of the government assistance, 
non-government assistance or contract payment, as 
the case may be. 

Related. Provisions: 127(9) “investment tax. credit’’(e. 1), (e.2) — 


Repayment of assistance; 127(9)“specified percentage”(f) — Re- 
payment of assistance. 


History: Subsec. 127(10.8) amended by 1996, c. 21, subsec. 
30(20), applicable to taxation years that begin after 1995. Subsec. 


S. 127(11) 


(10,8) formerly read: 


(10.8) Idem [expired assistance] — For the purposes of 
paragraph (e.1). of the definition “investment, tax credit” 
subsection (9), subsection (10.7) and paragraph ing. 
where an amount of assistance that 
(a) was applied in reduction of 
(i) the capital cost toa taxpayer of a property, be- 
cause of paragraph (11.1)(b), or 
(ii) the amount of a qualified expenditure: made-by a 
» taxpayer, because of paragraph (11.1)(c), 
(b) was not received by the taxpayer, and 
(c) ceased in a taxation year to be an amount that the tax- 
payer can reasonably be expected to receive, . 
that amount shall be, deemed to be an amount of assistance 
repaid by the taxpayer in the year. 


Subsec. 127(10.8) added by 1994, c. 7, Sch. VIII (1993, ¢::24), sub- 
sec. 68(3), applicable to 1991 et seq. 


(11) Interpretation — For the purposes. of the defi- 
nition “qualified property” in subsection (9), 
(a) “manufacturing or processing” does not in- 
clude any of the activities 
(i) referred to in any of paragraphs (a) to’ (e) 
and (g) to (i) of the definition “manufacturing 
or processing” in subsection 125:1(3), 


(ii) that would be referred to in paragraph (f) 
of that definition if that paragraph were read 
without reference to the expression “located i in 
Canada”, 


(iii) that would be referred to in paragraph Gj) 
of that definition if that paragraph - were read 
without reference to the expression ” “in Can- 
ada”, or 


(iv) that would be referred to in paragraph (k) 

_ of that definition if the definition “Canadian 
field processing’’ in subsection 248(1) were 
read without reference to, the expression ‘ 
Canada’; and , 


(b) for greater ane the: purposes ratecied to 
in paragraph (c) of the definition “qualified prop- 
erty”.in subsection (9) do not include =: 


(i) storing (other than the storing of grain), 
shipping, selling or leasing finished goods, 


(ii) purchasing raw materials, 

(iii) administration, including clericaland per- 
sonnel activities, 

(iv) purchase and resale operations, 

(v) data processing, or ) 

(vi) providing facilities for Bieta baal includ- 


ing cafeterias, clinics, and. recreational 
facilities. 
History: Subparas. 127(11)(a)(@i) and «iy amended, ‘subparas. (iii) 
and (iv) added, by 1997, c: 25, subsec. 35(3), applicable to'taxation 
years. that begin after 1996..Subparas. (a)(i) and (i) formerly read: 
(i) referred to in any of paragraphs (a) to (e) and (i) to*(k) of 
the definition hacen cations or processing” in subsection 
125743) .0Fs « -| 
(ii) that would be rolieaenk to in,any of paragraphs (ft to, (h) of 
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that definition if those paragraphs were read without refer- 
ence to the expression “located in Canada’; and 


Para. 127(11)(a) substituted by 1994, c. 7, Sch. IT (1991, c. 49), sub- 
sec. 104(6), applicable to 1990 et seg. Para. 127(11)(a) formerly 
read: 


(a) “manufacturing or processing” does not include any of the 
activities referred to in paragraphs (a) to’(k) of the definition 
“manufacturing or processing” in subsection 125.1(3); and 


Pre-RSC History: Subsec. 127(11) amended by 1985, c. 45, sub- 
sec. 72(7), applicable to 1985 et seq., to substitute, before para. (a), 
“the purposes of the definition ‘qualified property’ in subsection 
(9)” for “the purposes of subsection (10)”; in para. (b), “referred to 
in paragraph (c) of the definition ‘qualified property’ in subsection 
(9)” for “referred to in subparagraphs (10)(c)(i) to (x)”; in subpara. 
(b)(i), “selling or leasing finished goods” for “selling and leasing of 
finished goods”; in subpara. (b)(ii) “purchasing raw materials” for 
“purchasing of raw materials”; and in subpara. (b)(v), “data process- 
ing, or” for “data processing, and”. ) 


All that portion of para. 127(11)(b) preceding subpara. (i) substi- 
tuted by 1977-78, c. 1, subsec. 61(11), applicable to 1977 et Seq. to 
substitute ‘(x)” for “4%”, 


Subsec. 127(11) added by 1974-75-76, c. 1, subsec. 9(1), applicable 
to 1975 et seq. 


Interpretation Bulletins: IT-411R: Meaning of “construction”. 


(11.1) Investment tax credit — For the purposes 
of the definition “investment tax Seb in subsec- 
tion (9), ae 


(a) the capital cost to a taxpayer of a property 
shall be computed as if no amount were added 
thereto by virtue of section 21; 


(b) the capital cost to a taxpayer of a property 
shall be deemed to be the capital cost to the tax- 
payer of the property, determined without refer- 
ence to subsections 13(7.1) and (7.4), less the 
amount of any government assistance or non- 
government assistance that can reasonably be 
considered to be in respect of, or for the acquisi- 
tion of, the property and that, at the time of the 
filing of the taxpayer’s return of income under 
this Part for the taxation year in which the prop- 
erty was acquired, the taxpayer has received, is 
entitled to receive or can reasonably be expected 
to receive; 


(c) [Repealed] 


(c.1) the amount of a taxpayer’s qualified Cana- 
dian exploration expenditure for a taxation year 
shall be deemed to be the amount of the tax- 
payer’s qualified Canadian exploration expendi- 
ture for the year as otherwise determined less the 
amount of any government assistance, non-gov- 
ernment assistance or contract payment (other 
than assistance under the Petroleum Incentives 
Program Act or the Petroleum Incentives Pro- 
gram Act, Chapter P-4.1 of the Statutes of .AI- 
berta, 1981) in respect of expenditures included 
in determining the taxpayer’s qualified Canadian 
exploration expenditure for the year that, at the 
time of the filing of the taxpayer’s return of in- 
come for the year, the taxpayer has received, is 
entitled to receive or can reasonably be expected 
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to receive; and 


(d) where at a particular time a taxpayer who is a 
beneficiary of a trust or a member of a partner- 
ship has received, is entitled to receive or can rea- 
sonably be expected to receive government assis- 
tance, non-government assistance or a contract 
payment, the amount thereof that may reasonably 
be considered to be in respect of, or for the acqui- 
sition of, depreciable property of the trust or part- 
nership or in respect of an expenditure by the 
trust or partnership shall be deemed to have been 
‘received at that time by the trust or partnership, 
as the case may be, as government Assistance, 
non-government assistance or as a contract pay- 
ment in respect of the property or the expendi- 
ture, as the case may be. 


(e), (f) [Repealed] 


Related Provisions: 12(1)(x) — Payments as inducement or re- 
imbursement etc.; 127(9)“investment tax credit”(e.1), (€:2) — In- 
clusion in ITC; 127(10.7), (10.8) — Further additions to ITCs: 
248(16) — GST — input tax credit and rebate; stains —~ GST — 
repayment of input tax credit. 


History: Paras. 127(11.1)(c), (e) and (f) repealed by 1996, c. 21, 
subsecs. 30(21), (22), applicable to taxation years that begin. after 
1995. Paras. (c), (e) and (f) formerly read: 


(c) the amount of a qualified expenditure (other than a pre- 
scribed proxy amount or an amount determined under para-- 
graph (e)) made by a taxpayer shall be deemed to be«the 
amount of the qualified'expenditure, determined ‘without ref- 
erence to subsections 13(7.1).and (7.4), less the amount of. 
any government assistance, non-government assistance or 
contract payment that can reasonably be considered to be in 
respect of the expenditure and that, at the time of the filing of 
the taxpayer’s return of income under this Part for the taxa- 
tion year in which the expenditure was made, the taxpayer 
has received, is entitled to receive or can reeagoee hy be ex- 
pected to receive; 


(e) the amount of a qualified expenditure made by a taxpayer 
in the taxation year ending coincidentally with ‘the end of the 
first period (within the. meaning assigned in the definition 
“first term shared-use-equipment” in subsection (9)) or the 
second period (within the meaning assigned in the definition 
“second term shared-use-equipment” in subsection (9)) in re- 
spect of first term shared-use-equipment or second term 
shared-use-equipment, respectively, of the taxpayer shall be 
deemed to be '/4 of the capital cost of the equipment that 
would be determined in accordance with paragraphs @) and 
(b) if paragraph (b) were read as 


“(b) the capital cost to a taxpayer of a property shall be 
deemed to be. the capital cost to the taxpayer of the 
property, determined without reference to subsections 
13(7.1) and (7.4), less the amount of any government 
assistance, non-government assistance or contract pay- 
ment that can reasonably be considered to be in respect 
of, or for the acquisition of, the property and that, at the 
time of the filing of the return of income under this 
Part for the taxation year ending coincidentally with 
the first period, the taxpayer has received, is entitled to 
receive or can reasonably be expected to receive;”; and 


(f) the preseribed proxy amount of a taxpayer for a taxation 
year shall be deemed to be the prescribed proxy amount of 
the taxpayer for the taxation year less the amount of any gov- 
ernment assistance, non-government assistance’ or. @ontract 
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payment that can reasonably be considered to be in respect of 
an expenditure described in subparagraph 37(8)(a)(ii), other 
than an expenditure described in clause (B) of that subpara- 
graph, and that, at the time of the filing of the taxpayer’s re- 
turn of income under this Part for. the taxation year in which 
the expenditure, was made, the taxpayer has received, is enti- 
tled to receive or can reasonably be expected to receive. 


Paras. 127(11.1)(b), (c) amended, paras. (e), (f) added, by 1994, c. 
8, subsecs. 15(11), (12), applicable to taxation years ending after 
December 2, 1992. Paras. (b), (c) formerly, read: 


(b) the capital cost to a taxpayer, of a property shall be 
deemed.-to be the capital cost to the taxpayer of the property, 
determined without reference to subsections 13(7.1) and 
(7.4), less the amount of any government assistance or non- 
‘government assistance in respect of, or for the acquisition of, 
the property that, at the time of the filing of the return of in- 
come: for the’ taxation year in which’ the ‘property was ac- 
quired, the taxpayer has received, is entitled to receive or can 
reasonably be expected to receive; 


(c) the amount of a qualified expenditure made by a taxpayer 

shall be deemed to be the amount of the qualified expendi- 
ture, determined without reference to subsections 13(7.1) and 
(7.4), less the amount of any government assistance, non-gov- 

ernment assistance or contract-payment in respect of the ex- 

-penditure that, at the time of the filing of the return of income 
for the taxation year in which the expenditure was made, the . 
taxpayer has received, is entitled to receive or can reasonably 
be expected to receive; — 


Pre-RSC History: Para. 127(11.1)(c.1) added by 1986, c. 55, 
subsec. 48(16), applicable with respect to > expeHaItures made after 
November 30, 1985. 


Subsec. 127(11.1) substituted by 1986, ¢.°6, subsec. 71(16), applica- 
ble ‘with respect to property acquired and expenditures made after 
May 23, 1985, other than property acquited and expenditures made 
after that date under the terms of an agreement in writing entered 
into on or before that date. Subsec. 127(11.1) formerly read: 


(11.1) Investment tax credit — For the purposes of the defi- 
nition “investment tax credit” in subsection (9), 


(a) the capital cost to a taxpayer of a property shall be 
“computed as if no amount were added ‘thereto by virtue 
of section 21; and 


(b) where a taxpayer has acquired a’ property after 1980 
for the purpose of earning resource profits (within the 
meaning assigned by regulations made for the purposes 
of section 65), the capital cost to him of that. property 
shall be computed as if the references in paragraph (a) of 
the definition to “subsection 13(7:1)” were read as refer- 
ences to “paragraph 13(7.1)(e)”: 


Former subsec. 127(11.1) repealed and substituted by an sinended 
version of former subsec. 127(11.2), by 1985, c. 45, subsec.;72(7), 
applicable to 1985. et seq: Former subsec. 127(11.2). read: 


(11.2).Investment tax: credit — For the DPREROEFE of subsec- 
. tion (9), 


» (a) the capital cost to a taxpayer of property shall be com- 
puted as if no amount were added thereto by. virtue of 
section 21; and 


(b) where a taxpayer has acquired property after 1980 for 

‘the purpose of earning resource profits (within the mean- 
ing assigned by regulations made for the purposes of sec- 
tion 65), the capital cost to him of that property shall be 
computed as if the references in subsection (9) to “sub- 
section 13(7.1)” were: read as references to “paragraph 
rbs(F.d Me) 7. 


Subsec. 127(11.2) (predecessor: to subsec. een 1) as enacted by 
1985, c. 45), added by 1980-81-82-83, c. 48, subsec. 73(9); para. 
127(11.2)(a) applicable in respect of any election under s. 21 made 


S. 127(11.1) 


_ in respect of a taxation year ending after October 28, 1980 and in 


respect of any election made in an amended or late-filed return filed 
after that date. 


Interpretation Bulletins [subsec. 127(11. ay IT-151R4: Sci- 


' entific research and experimental development expenditures. 


Pre-RSC History [former subsec. 127(11.1)]:: Subsec. 
127(11.1) formerly read as follows prior to substitution by 1985, c. 


(11.1) Application of ss. (9) after November 46,1978, — 
In applying subsection (9) in respect of 


(a) a qualified property! or qualified transportation equip-"' 
ment acquired after November 16, 1978, or qualified 
construction equipment acquired after April 19, 1983, the 
references in paragraphs (a) and (b) thereof to “5%” shall 
be read as references to “7%”, the references in 
paragraphs (a.1) and (b.1) thereof to “5%” shall be read 
as references to “13%” and the references in paragraphs 
(a.2) and (b.2) thereof to “2'/2%” shall be read as refer- 
ences to “3%”; * 


(b). a qualified expenditure. incurred by a taxpayer after 
November 16, 1978 and before his taxation year that in- 
cludes November ,1, 1983, or a qualified expenditure in- 
curred by him in that taxation year or a subsequent taxa- 
tion year if he deducted an amount under section,37.1 in 
computing his income for the year, 


(i) where the expenditure was incurred. by a Cana- 
dian-controlled private corporation in a taxation year 
of the corporation in which it is.or would, if it had 
sufficient taxable income for the year, be entitled toa 
deduction under section 125 in computing its tax 
payable under this Part for the year, the references in 
paragraphs (a) and (b) thereof to “5%” shall be read 
as references to “25%” and the references in 
paragraphs (a.1), (a.2), (b.1) and (b.2) thereof to 
2% %” or.“S%”,.as the case may be,.shall. be read as: 
references to “0%”, and sf 


(ii) in any other case, the references in paragraphs 
(a), (a.1), (b) and (b.1) thereof to “5%” shall be read 
as references ‘to “10%” and the references in 
paragraphs (a,2) and (b.2) thereof to “212%” shall be 
read as references to.“‘0%”’; and. 


(c) a qualified expenditure incurred; by a taxpayer in his 
taxation year that includes November 1, 1983 or a subse- 
quent taxation year, other than a qualified expenditure re- 
ferred to. in paragraph (b), the’references in paragraphs 
(a) and (b) thereof to “5%” ‘shall bé-read as.references to 
“20%”, the. references in paragraphs (a.1) and (b.1) 
thereof to “5%” shall be read as references to “10%” and 
the references in paragraphs (a.2) ‘and (b.2) SION to 
“Y>%” shall be read as references to “0%”. : 


Para. 127(11.1)(c) substituted by 1984, c. 45, subsec. 43(3), applica- 
ble to expenditures made in 1985 et seg. Para. 127(11.1)(c) gece 
read: 


(c) a qualified expenditure incurred by a taxpayer in his taxa- 
tion year that includes November 1, 1983 or a subsequent tax- 
ation year, other than a cpeated expenditure referred to in | 
paragraph (b), 


(i) where the expenditure was incurred by a Canadian- 
controlled private corporation in a taxation year. of | the 
corporation in which it’is or would, if it had sufficient 
taxable income for the year, be entitled to a deduction 
under section 125 in computing its tax payable under this 
Part for the year, the references in paragraphs (a), and (b) 
thereof to “5%” shall be read as references to “35%” and 
the references in paragraphs (a.1), (a.2), (b.1) and (b.2) 
thereof to “2'/2%” or “5%”, as the case may be, shall be 
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read as references to “0%, and 


(ii) in any other case, the references in paragraphs (a) and 
(b) thereof to “5%” shall be read as references to “20%”, 
the references. in paragraphs (a.1) and (b.1) thereof to 
“5% shall be read as references to “J0%” and the refer- 
ences in paragraphs (a.2) and (b.2) thereof to “2'2%” 
shall be read as references to “0%”. 


Para. 127(11.1)(a), and all that portion of para. 127(11.1)(b) preced- 
ing subpara. (ii) substituted and para. 127(11.1)(c) added by 1984, 
c. 1, subsecs. 72(10)-(12). Subpara. 127(11.1)(b)(i), as substituted, 
applicable with respect to property acquired and expenditures made 
after April 19, 1983. Para. 127(11.1)(a) substituted to add “or quali- 
fied construction equipment acquired after April 19, 1983”. That 
portion of para. 127(11.1)(b) preceding subpara. (ii) formerly read: 


(b) a qualified expenditure incurred after November 16, 1978, 


(i) where the expenditure was incurred by a Canadian- 
controlled private corporation in a taxation year of the 
corporation in which it is or would, if it had sufficient 
taxable income for the year, be entitled to a deduction 
under subsection 125(1) in computing its tax payable 
under this Part for the year, the references in paragraphs 
(a) and (b) thereof to “5%” shall be read as references to 
“25%” and the references in paragraphs (a.1), (a.2), (b.1) 
and (b.2) thereof to “2'/2%” or “5%”, as the case may be, 
shall be read as references to “0%”, and 


(ii) in any other case, the references in paragraphs (a), 
(a.1), (b) and (b.1) thereof to “5%” shall be read as refer- 
ences to “10%” and the references in paragraphs (a.2) 
and (b.2) thereof to “2'2%” shall be read as references to 
“0%”. 


Subsec. 127(11.1) added by 1979, c. 5, subsec. 40(6), applicable in 
respect of qualified property and qualified transportation equipment 
acquired after November 16, 1978 and in respect of qualified ex- 
penditures incurred after November 16, 1978. 


(11.2) Time of expenditure and acquisition — 
In applying subsections (5), (7) and (8), paragraphs 
(a) and (a.1) of the definition “investment tax credit’ 
in subsection (9) and section 127.1, 


(a) certified property, qualified property and first 
term shared-use-equipment are deemed not to 
have been acquired, and 


(b) expenditures incurred to acquire property de- 
scribed in subparagraph ALO) are deemed 
not to have been incurred 


by a taxpayer before the property is considered to 
have become available for use by the taxpayer, de- 
termined without reference to paragraphs 13(27)(c) 
and (28)(d). , 
Related Provisions: 13(26) — No CCA until property available 
for use; 37(1.2) — No R&D deduction for capital expenditure until 
property available for use; 248(19) — When property available for 
use. 

History: Subsec. 127(11.2) amended by 1996, c. 21, subsec. 
30(23), applicable to taxation years that begin after 1995. Subsec. 
(11.2) formerly read: 

(11.2) Time of expenditure and acquisition — In applying 
subsections (5), (7) and (8), paragraph (a) of the definition 
“investment tax credit” in subsection (9).and section 127.1, 

(a) property described in subparagraph (a)(i) of the defi- 
nition “investment tax credit” in subsection (9) shall be 
deemed not to have been acquired, 


(b) property that is first term shared-use-equipment the 
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expenditure for which is a qualified expenditure included 
in subparagraph (a)(ii) of the definition “investment tax 
credit” in subsection (9) shall be deemed not to have 
been acquired, and 


(c) expenditures incurred to acquire property described in 
subparagraph 37(1)(b)(i) shall be deemed not to have 
been incurred, 


by the taxpayer before the property is considered to have be- 
come available for use by the taxpayer, determined without 
reference to paragraphs 13(27)(c) and (28)(d). 


Subsec. 127(11.2) amended by 1995, c. 3, subsec. 37(7), applicable 
to property acquired and expenditures incurred after February 21, 
1994. Subsec. (11.2) formerly read: 


(11.2) Idem — For the purposes of this section and section 
127.1, property described in subparagraph (a)(i) of the defini- 
tion “investment tax credit” in subsection (9) shall be deemed 
not to have been acquired, and expenditures made to acquire 
property described in subparagraph 37(1)(b)(i) shall be 
deemed not to have been made, by a taxpayer before the 
property is considered to have become available for use by 
the taxpayer, determined without reference to paragraphs 
13(27)(c) and (28)(d). 


Subsec. 127(11.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
104(7), applicable to property acquired and expenditures made after 
FOSOr Bb: 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


Advance Tax Rulings: ATR-44: Utilization of deductions and 
credits within a related corporate group. 


Pre-RSC History [former 127(11.2)]: Former subsec. 127(11. 2) 
repealed by 1988, c. 55, subsec. 106(15),-applicable to 1989 et seq. 
Subsec. 127(11.2) formerly read: 


(11.2) Idem — For the purposes of the definition “investment 
tax credit” in subsection (9), where a taxpayer has acquired 
an approved project property in a taxation year, in computing 
his investment tax credit for a subsequent taxation year the 
reference to “7 taxation years immediately preceding” in that 
definition shall be read as “10 taxation years immediately 
preceding” in respect of that property. 


Subsec. 127(11.2) added by 1986, c. 6, subsec. 71(16), applicable 
after May 23, 1985. (For history of former subsec.. 127(11. 2), see 
history under subsec. 127(11.1).) 


(11.3) Decertification of approved project 
property — For the purposes of the definition “ap- 
proved project property” in subsection (9), a prop- 
erty that has been certified by the Minister of Re- 
gional Industrial Expansion, the Minister of Industry, 
Science and Technology or the member of the 
Queen’s Privy Council for Canada appointed to be 
the Minister for the purposes of the Atlantic Canada 
Opportunities Agency Act may have its certification 
revoked by the latter Minister where 


(a) an incorrect statement was made in the fur- 
nishing of, information for the purpose of ob- 
taining the certificate, or 


(b) the taxpayer does not conform to the plan de- 
scribed in that definition, 


and a certificate that has been so revoked shall be 
void from the time of its issue. 


Related Provisions: 241(4) — Communication of information — 
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exception. 


Pre-RSC History: That portion of subsec. 127(11.3) preceding 
para. (a) substituted by 1990, c. 1, subsec. 29(4), in force February 
23, 1990. That portion formerly read: 
(11:3) Approved project property — For the purpose of the 
definition “approved project property” in subsection (9), a 
property that has. been certified by the Minister of Regional 
Industrial Expansion may have its certification revoked by 
that Minister where 


Subsec. 127(11.3) added by 1986, c. 6, subsec. 71(16), applicable 
after May 23, 1985. 


(11.4) Reclassified expenditures — Paragraph 
(e) of the definition “qualified expenditure” in sub- 
section (9) does not apply to an expenditure incurred 
in a taxation year by a taxpayer where the expendi- 
ture is reclassified by the Minister on an assessment 
of the taxpayer’s tax payable under this Part for the 
year, or on a determination that no tax under this 
Part is payable for the year by the taxpayer, as an 
expenditure in respect of scientific research and ex- 
perimental development. 


Related Provisions: 37(12)— Parallel rule for SR&ED 
deduction. 


History: Subsec. 127(11.4) amended by 1996, c. 21, subsec. 
30(24), applicable to taxation years that begin after 1995. Subsec. 
(11.4) formerly read: 


(11.4). Reclassified expenditures — Paragraph (c) of the 
definition “qualified expenditure” in subsection (9) does not 
apply to an expenditure incurred in a taxation year by a tax- 
payer where the expenditure is reclassified by the Minister on 
an assessment of the taxpayer’s tax payable under this Part 
for the year, or on a determination that no tax under this Part 
_is payable for the year by the taxpayer, as an expenditure in 
respect of scientific research and experimental development. 


Subsec. 127(11.4) added by 1994, c. 21, subsec. 61(4), applicable 
after February 21, 1994 to expenditures incurred at any time. 


Application Policies: SR&ED 96-03: Claimants’ entitlements 
and responsibilities. 


(11.5) Adjustments to qualified expendi- 
tures — For the purpose of the definition “qualified 
expenditure” in subsection (9), 


(a) the amount of an expenditure (other than a 
prescribed proxy amount or an amount described 

‘ in paragraph (b)) incurred by a taxpayer in a taxa- 
tion year is deemed to. be:the amount of the ex- 
penditure, determined without reference to. sub- 
sections 13(7.1) and (7.4) and after. the 
application of subsection (11.6); and 


(b) the amount of an expenditure incurred by a 
taxpayer in the taxation year that ends coinciden- 
tally with the end of the first period (within the 
meaning assigned in the definition “first term 
shared-use-equipment” in subsection (9)) or the 
second period (within the meaning assigned in 
the definition “second term shared-use-equip- 
ment” in subsection (9)) in respect of first term 
shared-use-equipment or second term shared-use- 
equipment, respectively, of the taxpayer is 
deemed to be 1/4 of the capital cost of the equip- 
ment determined after the application of subsec- 
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tion (11.6) in accordance with the following 
rules: 


(1) ‘the capital cost to the taxpayer shall be 
computed as if no amount were added thereto 
because of section 21, and 


(ii) the capital cost to the taxpayer is deter- 
mined without reference to subsections 
13(7.1) and (7.4). | 
Related Provisions: 12(1)(x)(vi) — Income inclusion from reim- 
bursement or assistance; 127(11.6) — Non-arm’s length costs. 


History: Subsec..127(11.5) added by 1996, c. 21,.subsec. 30(24), 
applicable to taxation years that begin after 1995. 


(11.6) Non-arm’s length costs — For the pur- 
pose of subsection (11.5), where: 


(a) a taxpayer would, if this Act were read with- 
out reference to subsection (26), incur at any time 
an expenditure as consideration for a person or 
partnership (referred to in this subsection as the 
“supplier”) rendering a service (other than a ser- 
vice rendered by a person as an employee of the 
taxpayer) or providing a property to the taxpayer, 
~ and 


(b) at that fine the taxpayer does not. deal at 
arm’s length with the supplier, 


the amount of the expenditure incurred by the tax- 
payer for the service or property and the capital cost 
to the taxpayer of the property are deemed to be 


(c) in the case of a service rendered to the tax- 
payer, the lesser of 


(i) the amount of the senate did otherwise 
incurred by the taxpayer for the service,.and 


(ii) the adjusted service cost to the supplier of 
rendering the service, and 


(d) in the case of a property sold to the taxpayer, 
the lesser of 


(i) the capital cost to the taxpayer of the prop- 
erty otherwise determined, and 


(ii) the adjusted selling cost to the Supplier of 
the property. 
Related Provisions: 12(1)(x)(vi) — Income inclusion from reim- 
bursement or assistance; 127(11.7) — Meaning of adjusted selling 
cost. and adjusted service cost; 127(11.8) — Interpretation; 
127(24) — Exclusion from qualified. expenditure. 


History: Subsec. 127(11.6) added by 1996, c. 21, subsec. 30(24), 
applicable to expenditures incurred in taxation years that begin after 
1995. 


(11.7) Definitions — The definitions in this sub- 
section apply in this subsection and subsection 
(11.6). | 


“adjusted service cost” to a person. or partnership 
(referred to in this definition as the “supplier’’) of 
rendering a particular service is the amount deter- 
mined by the formula: 


A-B-C-D-E 


1139 


S. 127(11.7) adj 


where 


A is the cost to the supplier of rendering the particu- 
lar service, 


B is the total of all amounts each of which is the 
amount, if any, by which 


(a) the cost to the supplier for a service (other 
than a service rendered by a person as an em- 
ployee of the supplier) rendered by a person 
or partnership that does not deal at arm’s 
length with the supplier to the extent that the 
cost is incurred for the purpose of rendering 
the particular service 


exceeds 


(b) the adjusted service cost to the person or 
partnership referred to in paragraph (a) of ren- 
dering the service referred to in that spice 
to the supplier, 


C is the total of all amounts each of which is the 
amount, if any, by which 


(a) the cost to the supplier of a property ac- 
quired by the supplier from a person or part- 
nership that does not deal at arm’s length with 
the supplier 


exceeds 


(b) the adjusted selling cost to the person or 
partnership referred to in paragraph (a) of the 
property, 
to the extent that the excess relates to the cost of 
rendering the particular service, 


D is the total of all amounts each of which is remu- 
neration based on profits or a bonus paid or paya- 
ble to an employee of the supplier to the extent 
that it is included in the cost:to the supplier of 
rendering the particular service, and 


E is the total of all amounts each of which is gov- 
ernment assistance or non-government assistance 
that can reasonably be considered to be in respect 
of rendering the particular service and that the 
supplier has received, is entitled to receive or can 
reasonably be expected to receive; 


“adjusted selling cost” to a person or partnership 
(referred to in this definition as the “‘supplier’’) of a 
property is the amount determined by the formula 


A-B 
where 
A is 
(a) where the property is purchased from an- 
other person or partnership with which the 


supplier does not deal at arm’s length, the 
lesser of 


(i) the cost to the supplier of the property, 
and 


(ii) the adjusted selling cost to the other 
person or partnership of the property, and 


Income Tax Act, Part I, Div. E 


(b) in any other case, the cost to the supplier 
of the property, 


and for the purpose of paragraph (b), 


(c) where part of the cost toa supplier of a 
particular property is attributable to another 
property acquired by the supplier from a per- 
son or partnership with which the supplier 
does not deal at arm’s length, that part of the 
cost is deemed to be the lesser of 


(i) the amount of that part of the cost oth- 
erwisé determined, and 


(ii) the adjusted selling cost to the person 
or the partnership of the other property, 


(d) where part of the cost to.a supplier of a 
property is attributable to a service (other than 
a service rendered by a person as an employee 
of the supplier) rendered to the supplier by.a 
person or partnership with which the supplier 
does not deal at arm’s length, that part of the 
cost is deemed to be the lesser of 


(i) the amount of that part of the cost oth- 
erwise determined, and 


(ii) the adjusted service cost to the person 
or partnership of rendering the service, and 


(e) no part of the cost to a supplier of a prop- 
erty that is attributable to remuneration. based 
on profits or a bonus paid or. payable to, an 
employee of the supplier shall be included, 
and 


Bis the total of all amounts each of which is the 
amount of government assistance or non-govern- 
ment assistance that can reasonably be considered 
to be in respect of the property and that the sup- 
plier has received, is entitled to receive or can 
reasonably be expected to receive. 

Related Provisions: 127(11.8) — Interpretation; 257 — Formula 

cannot calculate to less than zero. 


History: Subsec. 127(11.7) added by 1996, c. 21, subsec. 30(24), 
applicable to expenditures incurred in taxation years that begin after 
1995, 


(11.8) Interpretation for non- -arm’ s length 
costs — For the purposes of this subsection and 
subsections (11.6) and (11.7), 


(a) the cost to a person or partnership (éterted to 
in this paragraph as the “supplier”) of rendering a 
service or providing a property to another person 
or_partnership (referred to in this paragraph as the 
“recipient! ”) with which the supplier park’ not deal 
--at arm’s length does not include,’ 


(i) where the cost to the recipient of the ser- 
vice rendered or property provided by the sup- 
plier would, but for this paragraph, be a cost 
to the recipient incurred in rendering a partic- 
ular service or providing a particular property 
to a person or partnership with which the re- 
cipient does not deal at arm’s length, any ex- 
penditure of the supplier to the extent that it 
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would, if it were incurred by the recipient in 
rendering the particular service or providing 
‘the particular property, be excluded from a 
cost to the Sate because of this ei 
and POE 


, Gi) in any. other case, any expenditure of the 

supplier to the extent that it would, if it were 

incurred by the recipient, not be a abalified 
expenditure of the recipient; : 


(b) paragraph 69(1)(c) does not apply in deter- 
mining the cost of a property; and 


_ (c) the leasing of ‘a property is deamied fo. be the 
rendering: of a service. x 


History: Subsec. 127(11.8) added by 1996, c. 21, subsec. 30(24), 
applicable to expenditures: incurred in taxation ea that eens after 
gb 


(12) iarcietaiion — For the purposes of subsec- 


tion 13(7.1), where, pursuant'to a designation or an 
allocation. from a trust or partnership, an-amount is 
required by subsection (7) or (8) to be added in com-: 
puting the investment tax ‘credit of a taxpayer at the 
end of the taxpayer’s taxation year, the portion 
thereof that can reasonably be considered to relate to 


- depreciable property shall be:deemed to have been 
_ received by the partnership or trust, as the case may 


be, at the end.of its fiscal period in. respect of which 
the designation or allocation was. made as assistance 
from a government for the acquisition of depreciable 
property. 

Pre-RSC History: Suber, 127(12) sulstinnted tk 1980- 81-82-83, 


c. 140, subsec. 89(3), applicable after November 12, 1981. Subsec. 
127(12) formerly read: . 


(12) For the purposes of. subsection 13(7.1), where, pursuant 
to a designation or an allocation from a trust or partnership, 
an amount is required by subsection (7) or (8) to be added in 
computing the investment tax credit of a taxpayer at the end 
of his taxation year, such amount shall be deemed to have 
been received at the end of its fiscal period in respect of 
which the designation or allocation was made by ‘the trust or 
partnership, as the case may be, as assistance from a govern- 
' ment for the acquisition of depreciable property. 


Subsec. 127(12) added se 1974- 753 76, c. 1, subsec. 9(1), applicable 
to 1975 et seq. 


(12.1) Idem:— For the purposes of section 37, 
where, pursuant to a designation or an allocation 
from a trust or, partnership, an amount is required by 
subsection (7) or. (8), to be, added in computing, the 
investment tax) credit of a taxpayer.at the end of\the 
taxpayer’s taxation. year, the portion thereof that may 
reasonably be regarded as.relating to expenditures of 
a current nature in respect of scientific research: and 
experimental development that are qualified expend- 
itures shall, at the end of the fiscal period of the trust 
or partnership, as the case may be, in respect of 
which the designation or allocation was made, re- 
duce the total of such expenditures of a current na- 
ture as may be claimed by the trust or partnership in 
respect’ of ‘scientific research ‘and .experimental 
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development. 


Pre-RSC History: The expression “scientific research and experi- 
mental development” substituted for “scientific research” by 1986, 
c. 6, subsec.. 15(3), applicable.with respect to. taxation. years ending 
after May 23, 1985. 


Subsecs127/(024 1) amended by | 1985, c! O85, subsec. 7218), applica: 
ble to 1985 er seq. to substitute “that may reasonably be regarded as 
relating to expenditures of a current naturé in respect of scientific 


. research that are qualified expenditures” for “that can reasonably be 


considered to relate to expenditures of a current nature in respect of 
scientific research that are qualified expenditures (within the mean- 
ing assigned by subsection (10.1))”. 


Subsec. 127(12.1) added by 1980-81-82- 83, Cc. 140, subsec. 89(3), 
applicable after November 12, 1981. 


(12.2) Idem — For the purposes of paragraphs 


53(2)(c), (h) and (k), where in a taxation year a tax- 
payer has deducted under ‘subsection (5) an amount 
that may reasonably be regarded as attributable to 
amounts included in computing the investment tax 


- credit of the taxpayer at the end of the year in respect 
_ of property acquired, or an.expenditure made, in a 


subsequent taxation year, .the taxpayer shall be 


deemed to have made the deduction under that sub- 
- Section in that subsequent taxation year. 


Pre-RSC History: Subsec. 127(12.2) substituted by 1985, c. 45, 
subsec.-72(8), sig ences to 1985 et seg. Subsec. 127(12. 2) formerly 
read: 


(12.2) Idem — For the purposes of paragraphs 53(2)(c), (h) 

*\ and ‘(k), where in a ‘taxation year a'taxpayer has deducted 

under-subsection (5) or (6);an amount thatmay reasonably be 

- attributable to amounts included under subsection (9) in com- 

puting the investment tax credit of the taxpayer in respect of 

property acquired, or an expenditure made, in a subsequent 

“) taxation year, the taxpayer shall be deemed to have made the 

deduction under subsection (5) or (6), as the,case may be, in 
that subsequent taxation year. 


Subsec. 127(12.2) added by 1984, c, 1, subsec. 72(13). 
(12.3) Idem — For the purposes of the determina- 


tion’ of J in the definition “cumulative Canadian ex- 
_ ploration expense” in subsection 66.1(6), where, pur- 


suant to a designation by a trust; an amount is 
required by subsection (7) to be added in computing 


- the investment tax credit of a taxpayer at the end of 


the taxpayer’s taxation year, the portion thereof that 
can reasonably be considered to relate to a qualified 


| Canadian exploration expenditure of the trust for a 


taxation year shall be deemed to have been received 


| by the trust at the end of its taxation year in respect 


of which the designation was made as assistance 


| from a government in respect of that expenditure. 


Related Provisions: 248(16) — GST — input tax ‘credit and re- 
bate deemed to be assistance; 248(18) — GST — repayment of in- 
put tax credit. 


Pre-RSC History: Subsec. 127(12.3) added by 1986, c. 55, sub- 
sec. 48(17), applicable with respect to creates made after No- 
vember 30, 1985. 


(13) Agreement to transfer qualified expendi- 
tures — Where a taxpayer (referred to in this sub- 
section and subsections (15) and (16) as the “trans- 
féror’) and another taxpayer (referred to in this 
subsection and subsection (15) ‘as the “transferee’’) 
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file with the Minister an agreement or an amended 
agreement in respect of a particular taxation year of 
the transferor, the least of 


(a) the amount specified in the agreement for the 
purpose of this subsection, 


(b) the amount that but for the agreement would 
be the transferor’s SR&ED qualified expenditure 
pool at the end of the particular year, and 


(c) the total of all amounts each of which is an 
amount that, if the transferor were dealing at 
arm’s length with the transferee, would be a con- 
tract payment 


(i) for the performance of scientific research 
and experimental development for, or on be- 
half of, the transferee, 


(ii) that is paid by the transferee to the trans- 
feror on or before the day that is 180 days af- 
ter the end of the particular year, and 


(ii1) that would be in respect of 
(A) a qualified expenditure that 


(1) would be incurred by the transferor 
in the particular year (if this Act were 
read without reference to subsections 
(26) and 78(4)) in respect of that por- 
tion of the scientific research and ex- 
perimental development that was per- 
formed at a time when the transferor 
did not deal at arm’s length with the 
transferee, and 


(II) is paid by the transferor on or 
before the day that is 180 days after the 
end of the particular year, or 


(B) an amount added because of this sub- 
section to the transferor’s SR&ED quali- 
fied expenditure pool at the end of the par- 
ticular year’ where the amount is 
attributable to an expenditure in respect of 
the scientific research and experimental 
development 


is deemed to be 


(d) an amount determined in respect of the trans- 
feror for the particular year for the purpose of de- 
termining the value of C in the definition 
“SR&ED qualified expenditure pool” in subsec- 
tion (9), and 


(e) an amount determined in respect of the trans- 
feree for the transferee’s first taxation year that 
ends at or after the end of the particular year for 
the purpose of determining the value of B. in the 
definition “SR&ED qualified expenditure peal: 
in subsection (9), 


and where the total of all amounts each of which is 
an amount specified in an agreement filed with the 
Minister under this subsection in respect of a particu- 
lar taxation year of a transferor exceeds the amount 
that would be the transferor’s SR&ED qualified ex- 
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penditure pool at the end of the particular year if no 
agreement were filed with the Minister in respect of 
the particular year, the least of the amounts deter- 
mined under paragraphs (a) to (c) in respect of each 
such agreement is deemed to be nil. 

Related Provisions: 37(1)(e)(iii) — Reduced SR&ED deduction; 
127(8)(a) — Partnership not a person for purposes of this subsec- 
tion; 127(14) — Identification of amounts transferred as current or 
capital; 127(15) — Filing requirements; 127(16) — Anti-avoidance; 
127(17) — Assessment of other years to take agreement into 
account. 


History: Subsec. 127(13) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


Pre-RSC History: Former subsec. 127(13) repealed by 1988, c. 
55, subsec. 106(15), applicable to 1989 et seg. Subsec. 127(13) for- 
merly read: 


(13) Employment tax credit — There may be deducted from 
the tax otherwise payable by a taxpayer under this Part for a 
taxation year an amount not exceeding his ahs ene tax 
credit at the end of the year. 


Subsecs. 127(13) added by 1977-78, c. 4, subsec. 5(2). 


Selected Cases [subsec. 127(13)]: 4/0285 Ontario Ltd. v. 
MNR, [1985] 1.C.T.C. 2377 (TCC) (Taxpayer corporation can rely 
on confirmed Department of Employment and Immigration infor- 
mation when hiring employees to qualify for employment tax. 
credits). 


(14) Identification of amounts transferred — 
Where 


(a) a transferor and a transferee have filed an 
agreement under subsection (13) in respect of a 
taxation year of the transferor, 


(b) the agreement includes a statement identify- 
ing the amount specified in the agreement for the 
purpose of subsection (13), or a part of that 
amount, as being related to 


(i) a particular qualified expenditure included 
in the value of A in the formula in the defini- 
tion “SR&ED qualified expenditure pool” in 
subsection (9) for the purpose of determining 
the transferor’s SR&ED qualified expenditure 
pool at the end of the year, or 


(ii) a particular amount included in the value 
of B in the formula in that definition for the 
purpose of determining the transferor’s 
SR&ED qualified expenditure pool at the end 
of the year that is deemed by paragraph (d) to 
be a qualified expenditure, and 


(c) the total of all amounts so identified in agree- 
ments filed by the transferor under subsection 

(13) as being related to the particular expenditure 
or the particular amount does not exceed the par- 
ticular expenditure or the Danae amount, as 
the case may be, 


for the purposes of this section (other than the 
description of A in the definition “SR&ED qualified 
expenditure pool” in subsection (9)) and section 
| Be 


(d) the amount so identified that is included in the 
value of B in the formula in that definition for the 
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purpose of determining the transferee’s SR&ED 
qualified expenditure pool at the end of the taxa- 
tion year of the transferee is deemed to be a qual- 
ified expenditure either of a current nature or of a 
capital nature, incurred by the transferee in that 
year, where the particular expenditure or the par- 
ticular amount was an expenditure of a current 

nature or of a capital nature, as the case may be, 
and 


(e) except for the purpose of paragraph (b), the 
amount of the transferor’s qualified expenditures 
of a current nature incurred in the taxation year of 
the transferor in respect of which the agreement 
is made is deemed not to exceed the amount by 
which the amount of such expenditures otherwise 
determined exceeds the total of all amounts iden- 
tified under paragraph (b) by the transferor in 
agreements filed under subsection (13) in respect 
of the year as being related to expenditures of a 
current nature. | 


History: Subsec. 127(14) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


Pre-RSC History: Former subsec. 127(14) repealed by 1988, 'c. 
55, subsec. 106(15), applicable to 1989 et seg. Subsec. 127(14) for- 


merly read: 


(14) Employment tax credit of cooperative corporation — 
Where at any particular time in a taxation year a taxpayer that 
is a cooperative corporation within the meaning assigned by 
subsection 136(2) has, as required by subsection 135(3), de- 
ducted or withheld an amount from a payment made by it to 
any person pursuant to an allocation in proportion to pa- 
tronage, the taxpayer may deduct from the amount otherwise 
required by that subsection to be remitted to the Receiver 
General an amount not exceeding the. amount, if any,. by 
which 


(a) its employment tax credit at the end of the immedi- 
ately preceding taxation year, 


exceeds the aggregate of 


(b) the amount deducted under subsection (13) from its 
tax otherwise payable under this Part for the immediately 
preceding taxation year, and 
(c) the aggregate of all amounts deducted by virtue of 
this subsection from any amount otherwise required to be 
remitted by subsection 135(3) in respect of payments 
made by it before the particular time and in the taxation 
year, 
and the amount, if any, so deducted from the amount other- 
wise required to be remitted by subsection 135(3) 
(d) shall be deducted in computing the taxpayer’s em- 
ployment tax credit at the end of the taxation year, and 


(e) shall be deemed to have been remitted by the taxpayer 
to the Receiver General on account of tax under this Part 
of the person to whom that payment was made. 


Subsec. 127(14) amended by 1980-81-82-83, c. 48, s. 115, to substi- 
tute “Receiver General” for “Receiver General of Canada’. 


Subsec. 127(14) added by 1977-78, c. 4, subsec. 5(2). 


(15) Invalid agreements — An agreement or 
amended agreement referred to in subsection (13) 
between a transferor and a transferee is deemed not 
to have been filed with the Minister for the purpose 


S.:127(15) 


of that subsection where 
(a) it is not in prescribed form; 
en it is not filed 


(i) on or before the transferor’s filing-due date 
for the particular taxation year to which the 
agreement relates, 


(ii). in the period .within which. the.transferor 
may serve a notice of. objection to an, assess- 
ment of tax payable under this Part for the 
particular year, or 


(iii) in the period within which the sadicheice 
may serve a notice of objection to an assess- 
ment of tax payable under this Part for its first 
taxation.year that ends at.or after the end of 
the transferor’s particular year; 


(c 


— 


it is not accompanied by, 


(i) where the transferor is a corporation and its 
directors are legally entitled to administer its 
affairs,.a certified copy of their resolution au- 
thorizing the agreement to be made, 


(ii) where the transferor is a corporation and 
its directors are not legally entitled to admin- 
ister its affairs, a certified copy of the docu- 
ment by which the person legally entitled to 
administer its affairs authorized the agreement 
to be made, 


(iii) where the transferee is a corporation and 
its directors are legally entitled. to administer 
its. affairs, a certified copy of their resolution 
authorizing the agreement to be made, and 


(iv) where the transferee is a corporation and 
its directors are not legally entitled to admin- 
ister its affairs, a certified copy of the docu- 
ment by which the person legally entitled to 
administer its affairs authorized the agreement 
to be made; or 


(d) an agreement amending the agreement has 
been filed in accordance with subsection (13) and 
this subsection, except where subsection.(16) ap- 
plies to the original agreement. 


History: Subsec. 127(15) added by 1996, c. 21, subsec. WGP), “ap- 
plicable to’taxation years that begin ‘after 1995. 


Pre-RSC History [former subsec. 127(15)]: Former subsec. 
127(15) repealed by 1988, c. 55, subsec. 106(15), applicable to 
1989 et seg. Subsec. 127(15) formerly read: 


(15) Employment tax credit of trust — Where a taxpayer is 
a beneficiary under a trust and an amount is determined in 
respect of the trust under subsection (16) at the, end of a;taxa- 
tion year of the trust, the trust may, in its return of income for 
that taxation year, designate such portion of that amount as 
may, having regard to all the circumstances including the 
terms and conditions of the trust, reasonably be considered to 
be attributable to the taxpayer and as was not designated by 
the trust in respect of any other beneficiary of the trust, and 
that portion shall be added to the employment tax credit of 
the taxpayer at the end of the taxation year of the taxpayer in 
which the taxation year of the trust ends and shall be de-' 
ducted by the trust from-its employment tax credit at the end 
of its taxation year. 
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Subsec. 127(15) added by 1977-78, c. 4, subsec. 5(2), 


(16) Non-arm’s length parties — Where a tax- 
payer does not deal at arm’s length with another tax- 
payer as a result of a transaction, event or arrange- 
ment, or a series of transactions or events, the 
principal purpose of which can reasonably be con- 
sidered to have been to enable the taxpayers to enter 
into an agreement referred to in subsection (13), for 
the purpose of paragraph (13)(e) the least of the 
amounts determined under paragraphs (13)(a) to (c) 
in respect of the agreement is deemed to be nil. 


Related Provisions: 248(10) — Series of transactions. 


History: Subsec. 127(16) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 
Pre-RSC History [former subsec. 127(16)]: Former subsec. 
127(16) repealed by 1988, c. 55, subsec. 106(15), applicable to 
1989 et seq. Subsec. 127(16) formerly read: 
(16) “Employment tax credit’ defined — For the purposes 
of subsections (13) to (15) and subsections 87(2) and 88(1), 
“employment tax credit” of a taxpayer at the end of a taxation 
year means the amount, if-any, by which the. aggregate of 
(a) his taxpayer employment credits, determined in pre- 
scribed manner, for that taxation-year and any of the five 
immediately preceding taxation years, and 
(b) the aggregate of all amounts each of which is an 
amount required. to be added in computing his employ- 
ment tax credit at the end of that taxation year or at the 
end of any of the five immediately preceding taxation 
years by virtue of subsection (15) 
exceeds the ‘aggregate of 
(c) the aggregate of all amounts each of which is an 
amount deducted by him under subsection (13) in any of 
the five immediately preceding taxation years in respect 
of 
(i) his taxpayer employment credits as so deter- 
mined, and 
(11) amounts ital to his employment tax credit by 
virtue of subsection (15), 


for each of those taxation years, and 


(d) the aggregate of all amounts each of which is. an 
amount required to be deducted in computing his em- 
ployment tax credit at the end of that taxation year or at 
the end of any of the five immediately preceding taxation 
years by virtue of subsection (14) or (15). 


All that portion of subsec. 127(16) preceding para. (a),amended by 
1986, c. 6, subsec. 71(17), applicable with respect to windings-up 
commencing after May 23, 1985, to substitute “For the purposes of 
subsections (13) to (15) and subsections 87(2) and 88(1)” for “For 
the purposes of subsections (9.1), (9.2) and (13) to (15)”. 


Subsec. 127(16) added by 1977-78, c. 4, subsec. 5(2). 


(17) Assessment — Notwithstanding subsections 
152(4) and (5), such assessment of the tax, interest 
and penalties payable by any taxpayer in respect of 
any taxation year that began before the day an agree- 
ment or amended agreement is filed under subsec- 
tion (13) or (20) shall be made as is necessary to take 
into account the agreement or the amended 
agreement. 


History: Subsec. 127(17) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


Former subsec. 127(17) repealed by 1994, c. 8, subsec. 15(13), ap- 


Income Tax Act, Part I; Div. E 


plicable to taxation years that begin after 1993. Subsec. (17) for- 
merly read: 
(17) Definition: of “tax otherwise payable” — In this sec- 
tion, “tax, otherwise payable” by a taxpayer under this Part for 
a taxation year means the amount that would, but for subsec- 
tion.(5) and sections 120.1 and 120.2, be the tax payable by 
the taxpayer under this Part for the year. 
Pre-RSC History. [former subsec. 127(17)]: Former subsec. 
127(17) substituted by 1988, c. 55, subsec. 106(16), applicable to 
1988 et seg. Subsec. 127(17) formerly read: 
(17) “Tax otherwise payable” — In this section, “tax other- 
wise payable” by a taxpayer under this Part means the 
amount that would, but for section 120.1, be the tax otherwise 
payable by the taxpayer under this Part. 
Subsec. 127(17):added by 1980-8 1-82-83, c. 140, subsec. 89(4), ap- 
plicable to 1982 et.seq. 


(18) Reduction of qualified expenditures — 
Where on or before the filing-due date for a taxation 
year of a person or partnership (referred to in this 
subsection as the “taxpayer’”) the taxpayer has re- 
ceived, is entitled to receive or can reasonably be ex- 
pected to receive a particular amount that is govern- 
ment assistance, non-government assistance or a 
contract payment that can reasonably be considered 
to be in respect of scientific research and experimen- 
tal development, the amount by which the particular 
amount exceeds all amounts applied for preceding 
taxation years under this subsection or subsection 
(19) or (20) in respect of the particular amount shall 
be applied to reduce the taxpayer’ Ss qualified expend- 
itures otherwise incurred in the year that can reason- 
ably be considered to be in respect.of the scientific 
research and experimental development. 

Reiated Provisions: 127(9)“investment tax credit’(e.1)(iv), 
127(9)“investment tax credit’(e.2)(ii) —Inclusion in ITC; 
127(9)“qualified expenditure”(h) — Exclusion from qualified ex- 
penditure; 127(10.7)(c), (d) —-Further addition to ITC; 127(21) — 
Failure to allocate; 127(23) — Partnership’s taxation year and fil- 
ing-due date. 


History: Subsec. 127(18) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(19) Reduction of qualified expenditures — 
Where on or before the filing-due date for a taxation 
year of a person or partnership (referred to in this 
subsection as the “recipient”) the recipient has re- 
ceived, is entitled to receive or can reasonably be ex- 
pected to receive a particular amount that is govern- 
ment assistance, non-government assistance or a 
contract payment that can reasonably be considered 
to be in respect of scientific research and experimen- 
tal development and the particular amount exceeds 
the total of 


(a) ali amounts applied for preceding taxation 
years under this subsection or subsection (18) or 
(20) in respect of the particular amount, 


(b) the total of all amounts each of which would 
be a qualified expenditure that is incurred in the 
year by the recipient and that can reasonably be 
considered to be in respect of the scientific re- 
search and experimental development if subsec- 
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tion (18) did not apply to the particular amount, 
and 


(c) the total of all amounts each of which would, 
but for the, application. of this subsection to the 
particular amount, be a qualified expenditure 


(i) that was incurred by ‘a person or partner- 
ship in a taxation year of the person or part- 
nership ‘that ended in the recipient’s taxation 
year, and 


(ii) that can reasonably be considered to: be in 
respect of the scientific research and experi- 
mental development to the extent that it was 
performed by the person or partnership at a 
time when the person or partnership was not 
dealing at arm’s length with the recipient, 


the particular amount shall be applied to reduce each 
qualified expenditure otherwise determined that is 


referred to in paragraph (c). 


Related Provisions: 127(9)“investment tax credit”(e.1)(iv), 
127(9)“investment tax credit”’(e.2)(1i) — Inclusion in ITC; 
127(9)“qualified expenditure’(h) — Exclusion from qualified ex- 
penditure; 127(21) — Failure to allocate; 127(23) — Partnership’s 
taxation year-and filing-due date. 


History: Subsec. 127(19) added by 1996, c. 21, subsec. sie ap- 


e plicable to taxation years that begin after 1995. 


(20) Agreement to allocate — Where 


(a) on or before the filing-due date for a taxation 
year of a person or partnership (referred to in this 
subsection and subséction (22) as the “taxpayer’’) 
the taxpayer has received, is entitled to receive or 
can reasonably be expected to receive a particular 
amount that is government assistance, non-gov- 
ernment assistance or a contract payment that can 
reasonably be considered to be in respect of sci- 
entific research and experimental development, 


(b) subsection (19) does not apply to the particu- 
lar-amount in respect of the year; and 


(c) the taxpayer and a person or partnership (re- 
ferred to in this: subsection and subsection (22) as 
the “transferee”) with which the taxpayer does 
not deal at arm’s length file an agreement or 
amended agreement with the Minister, 


the lesser of 
(d) the amount specified in the agreement, and 


(e) the total of all amounts each of which would, 
but for the agreement, be a qualified expenditure 


(i) that was incurred by the transferee in a par- 
ticular taxation year of the transferee that en- 
ded in the taxpayer’s taxation year, and 


(ii) that can reasonably be considered to be in 
respect of the scientific research and experi- 
mental development to the extent that it was 
performed by the transferee at a time when the 
transferee was not dealing at arm’s poe 
with the taxpayer 


shall be applied to reduce the qualified expenditures 


S.. 127(22)(b)(i) 


otherwise determined that are described in paragraph 
(e). 

Related Provisions: 127(9)“investment tax credit”(e.1)(iv), 
(e.2)(ii) — Inclusion in ITC; 127(9)“qualified. expenditure’(h) — 
Exclusion from qualified expenditure; 127(17) — Assessment of 
other’ years to take agreement into account; 127(21) — Failure to 
allocate; 127(22) — Filing requirements; 127(23) — Partnership’s 
taxation year and filing-due date. 

History: Subsec. 127(20) added by 1996, c. 21, subsec. 30(25), ap- 
plicable, to taxation years that begin after 1995. 


(21) Failure to allocate — Where on or before the 
filing-due date for a taxation year of a person or part- 
nership (referred to in this subsection as the “recipi- 
ent’) the recipient has received, is entitled to receive 
or can reasonably be expected to receive a:particular 
amount that is government assistance, non-govern- 
ment assistance or a contract payment that can rea- 
sonably be considered to be in respect of scientific 


research and experimental development and subsec- 


tion (19) does not apply to the particular amount in 
respect of the year, the lesser of 


(a) the total of all amounts each of cainiel is a 
qualified expenditure 


(i) that was incurred by a particular person or 
partnership in a taxation year of the particular 
person or partnership that ended in the recipi- 
ent’s taxation year, and 


(ii) that. can reasonably be: considered to be in 
respect of the scientific research and experi- 
mental development to the extent that it was 
performed by the particular person or partner- 
ship at a time. when the particular person or 
partnership was not dealing at arm’s length 
with the recipient, and 


(b) the amount, if any, by which the particular 
amount exceeds the total of amounts applied for 
the year and preceding taxation years under sub- 
section (18), (19) or (20) in respect of the particu- 
lar amount 


is deemed for the purposes of this section to be an 
amount of government assistance received at the end 
of the particular year by the particular person or part- 
nership in respect of the scientific research and ex- 
perimental development. 


Related Provisions: 127(23) — Partnership’s taxation year and 
filing-due date. 


History: Subsec. 127(21) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(22) Invalid agreements — An agreement or 
amended agreement referred to in subsection (20) 
between a taxpayer and a transferee is deemed not to 
have been filed with the Minister where 


(a) it is not in prescribed form; 
(b) it is not filed 


(i) on or before the taxpayer’s filing-due date 
for the particular taxation year to which the 
agreement relates, 
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(ii) in the period within which the taxpayer 


may serve a notice of objection to an assess-' 


ment of tax payable under this Part for the 
particular year, or 


(iii) in the period within which the transferee 
may serve a notice of objection to an assess- 
ment of tax payable under this Part for its first 
taxation year that ends at or after the end of 
the taxpayer’s particular year; 


(c) it is not accompanied by, 


(i) where the taxpayer is a corporation and its 
directors are legally entitled to administer its 
affairs, a certified copy of their resolution au- 
thorizing the agreement to be made, 


(ii) where the taxpayer is a corporation and its 
directors are not legally entitled to administer 
its affairs, a certified copy of the document by 
which the person legally entitled to administer 
its affairs authorized the agreement to be 
made, 


(iii) where the transferee is a corporation and 
its directors are legally entitled to administer 
its affairs, a certified copy of their resolution 
authorizing the agreement to 'be made, and 


(iv) where the transferee is a corporation and 
its directors are not legally entitled to admin- 
ister its affairs, a certified copy of the docu- 
ment by which the person’ legally entitled to 
administer its affairs authorized the agreement 
to be made; or . 


(d) an agreement amending the agreement has 
been filed in accordance with subsection (20) and 
this subsection. 


Related Provisions: 127(23) — Partnership’s s taxation year and 
filing-due date. 


History: Subsec. 127(22) added by 1996, c. 21, subsec. 3029), ap- 
plicable to taxation years that begin after 1995. 


(23) Partnership’s taxation year — For the pur- 
poses of subsections (18) to (22), the taxation year of 
a partnership is deemed to be its fiscal period and its 
filing-due date for a taxation year is deemed to be 
the day that would be its filing-due date for the year 
if it were a corporation. 


History: Subsec. 127(23) added by 1996, c. 21, subsec, 30(25), ap- 
plicable to taxation years that begin after 1995. 


(24) Exclusion from qualified Sx: 
Where 


(a) a person or i palyaieibes (referred, to in this 
subsection as the “‘first:person’’) does not,deal at 
arm’s length with another person or partnership 
(referred to in this subsection as the. “second 
person’’), 


(b) there is an arrangement under which an 
amount is paid or payable’ by the first person to a 
person or partnership with which the first person 
deals at arm’s length and an amount is received 
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or receivable by the second person from a person 
or partnership with which the second pefson 
deals at arm’s length, and 


(c) one of the main purposes of the arrangement 
can reasonably be considered tobe to cause the 
amount paid or payable by the first person to be a 
qualified expenditure, | 


the amount paid or payable by the first person is 
deemed not to be a qualified expenditure. 


Related Provisions: 127(1 1:6) — Non-arm’s length costs. 


History: Subsec. 127(24) added by-1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(25) Deemed contract payment — Where 
(a) a person or partnership (referred to in this 
subsection as the “first. person’) deals at arm’s 
length with another person or partnership (re- 
ferred to in this subsection as the “second 
person’), 

.(b) there,is an arrangement under which. an 
amount is paid. or payable by the first person to a 
person or partnership (other than the second per- 
son) and a particular amount is received or re- 
ceivable in respect’ of scientific research and ex- 
perimental development by the second person 
from a person or partnership that is not.a taxable 
supplier in respect of the particular amount, and 


(c) one of the main purposes of the arrangement 
can reasonably be considered to be to.cause the 
amount received or receivable by the second per- 
son not to be a contract payment, 


dha amount received or receivable by the second per- 
son is deemed to be a contract payment.in respect of 
scientific research and experimental development. 


History: Subsec. 127(25) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(26) Unpaid amounts — For the purposes of sub- 
sections (5) to (25) and section 127.1, a taxpayer’s 
expenditure described in. paragraph. 37(1)(a). that is 
unpaid.on the day that is 180 days after the end of 
the taxation year in which the expenditure is other- 
wise incurred is. deemed 


(a) not to have been incurred in the year; and. 
(b) to be incurred at the PDE it is pai. 


“eé ” 


Exclu- 
sion from he Se dieauiae TTA 6) —Non-arm’s length 
costs. ; 


History: Subsec. 127(26) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to amounts that are incurred at any time, except that it does 
not apply to amounts that are paid on or before September 18, 1996. 


Definitions [s. 127]: “: “active busi- 
ness” — 248(1); “adjusted selling cost”, “adjusted service cost” — 
127(11.7); “allowable capital loss” — 38(b), 248(1); “amount” — 
127(11.6), 248(1); “annual investment tax credit limit”, “approved 
project”, “approved project property” — 127(9); “‘arm’s length” — 
251(1); “assessment” — 248(1); “assistance” —79(4), 125.4(5), 
248(16), (18); “associated” “at-risk amount”— 96(2.2), 
127(8.5); “available for use” — 13(27)-(32), 248(19); “bank” — 
Interpretation Act 35(1); “beneficially interested” —248(25); “*bus- 
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iness” — 248(1); “Canada” — 127(9)“qualified property”(d), 255; 
“Canadian-controlled ‘private ' corporation” — 125(7), 136(1), 
248(1); “Canadian field processing” — 248(1); “Canadian explora- 
tion expense” — 66. 1(6), 248(1); lost tite partnership” — 102(1), 
248(1); fs “capital cost” — 13(7.1)(7.4), 
127(11.1)(a), (6); “capital- cnet 39(¢1)(a),, 248(1);, “capital prop- 
erty” — 54, 248(1); “carrying on business” — 253; “certified prop- 
erty”, “contract payment” =— 127(9), (25); “control — oneal 
“corporation” — 248(1), Interpretation Act 35(1); “cost” 
127(11. 8)(a); “credit union’? — 137(6), (248(1), cjospreciable, Prop: 
erty” — 13(21), 248(1); “eligible taxpayer” — 127(9); “em- 
ployee” — 248(1); “expenditure” — 127(11.6), (26); “farm loss” — 
111(8), 2481); “filing-due date” += 127(23),; 248); “first-term 
shared-use-equipment” — 127(9);... “fiscal period” —- SEA), 
249(2)(b), 249.1; “Gaspé Peninsula”, “government assistance” 
127(9); “incurred” — 127(26); “individual” — 248(1); “inter vivos 
trust” — 108(1),;'248(1); “investment tax-credit” — 127(9), 248(1); 
“Jegislature”’ — Interpretation Act 35(1); idmted spartner — 
96(2.4), 127(8.5); “manufacturing or: processing” x wbAl(lI)Ka), 
“mineral resource”, “Minister” — 248(1); “non-capital loss” 
111(8), 248(1); “non- -government assistance”, “non-qualifying cor- 
- poration” — 127(9); “non-resident” — 248(1); “official agent” — 
127(4); “oil or gas well” — 248(1); “person”, “préscribed”, ‘ ‘prop- 
erty” —248(1); “province” — Interpretation. Act 35(1); “pur- 
poses” — 127(11)(b); “qualified Canadian exploration expendi- 
ture” — 127(9), GWE he “qualified construction equipment” = 
127(9); “qualified expenditure” — — 127(9), (11. THC), teu) Uae 
(14), (24); “qualified property’, “qualified small-business property”, 
“qualified transportation equipment”’—127(9); “refundable Part 
VII tax on hand” — 192(3), 248(1); “registered agent” “registered 
party” — 127(4); “regulation” — 248(1); “resident in Canada” — 
250; “SR&ED qualified expenditure pool” — IQ), (14); “scien- 


“second-term shared-usé- ~equipment” nak 127(9); “series of transac- 
tions” — 248(10); “service” — 127(11.8)(c); “share”, “specified fu- 
ture tax consequence”, “specified member” 
percentage” — 127(9); “tar sands” — 248(1); “tax otherwise paya- 
ble” — 117(1), 120(4), 127(17); “tax payable” — 248(2); “taxable 
capital gain” — 38(a),,248(1); “taxable income’ — 2(2), 248(1); 
“taxable income earned:in Canada” — 115(1); 248(1); “taxable sup- 
plier” — 127(9); “taxation year” — 127(23), 249; “taxpayer” — 
248(1); “testamentary trust” — 108(1), 248(1); “transferor” — 
127(13); “trust? = T04(1T), 9.48(1); “By: ““undepreciated capital 
cost” — 1321), pied euch egos Act 35(1). 


” “se 


127.1 (1) Refundable investinent tax credit — 
Where a taxpayer (other: than.a: person exempt from 
tax under section 149) files: ) 


(a) with the taxpayer’ Ss return of income (other 
than a return of income filed under subsection 
70(2) or 104(23), paragraph 128(2)(e) or subsec- 
tion 150(4)) under this Part for a taxation year, or 


— 248(1); “specified, 


S. 127.1(2): exe 


(b) with a prescribed form amending a return re- 
ferred to in paragraph (a) 


_ a prescribed form containing prescribed information, 
_ the taxpayer. is’ deemed to have paid.on. the tax- 
payer’s balance-due day for the year an, amount on 


account of the taxpayer's Ss tax payable under this Part 


_ for the year equal to the lesser of . 


(c) the taxpayer’s refundable investment. tax 
credit for the year, and 


(d) the amount designated by the taxpayer in, the 
prescribed form.» 
Related Provisions: accede qubatien of control — limita- 
tion te calculation of refundable investment tax credit; 127(14) — 


Identification:.of amounts transferred .as current or capital; 
123.13). 


Cooperative not private. corporation — exception; 152(1) — As- 


sessment; 157(3)(e) — Reduction in monthly corporate instalments 
to reflect credit; 160.1 — Where éxcess refunded; ‘164(1)(a) — Re- 
funds; 220(6) — Assignment of refund by Parnes permitted; 
256(2:1)'—— Anti-avoidance. 

History: The portion of subsec. 127.1(1) between paras. (b) and (c) 
amended. by 1997, c. 25, subsec. 36(1), applicable to taxation, years 
that end after February 22,:1994. This portion formerly read: 

‘a’prescribed form containing prescribed information, the tax- 

_ payer shall be deemed to have paid, on the day on which the 
return referred to-in paragraph (a) or the form referred to in 
paragraph (b), as.the case may be, is filed, an amount, on, ac- 
count of the taxpayer’s tax under this Part for the year, equal 
to the lesser of smrih) 

Pre-RSC History: That portion of subsec. 127.1(1). following 

para. (b).substituted by 1988, c. 55, subsec. 107(1), applicable to 

1983 et seg. That portion of subsec. 127.1(¢1) formerly read: 
a’\prescribed form containing prescribed information, he shall 
be deemed to have paid, on the day on which the return re- 
ferred to in paragraph (a) or the form referred to in paragraph 

(b); as the case may be, is filed, an amount, on account of his 
‘tax ‘under this Part for the year, equal to his: sbpaphe per invest- 
ment tax credit for the year. 

Application Policies: SR&ED 96-03: Claimants’ entitlements 
and responsibilities, SR&ED 96-05: Penalties under subsec. 163(2). 


(2) Definitions — In this section; 
“excluded corporation” for a taxation. year means a 
corporation that is,.at any, time in the year, 


» (a) controlled directly c or indirectly, in any man- 
ner whatever; by 


(i) one or more persons exempt from tax 
under this Part. by virtue of section,149, 

(i) Her Majesty in right of a province, a Ca- 
nadian municipality or any other public au- 
thority, or 

oi(@ii) “any “combination: of persons each of 
whom is a person referred to'in subparagraph 
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(i) or (ii), or 
(b) related to any person referred to in paragraph 


(a); 


“qualifying corporation” for a particular taxation 
year that ends in a calendar year means 


(a) a corporation that is a Canadian-controlled 
private corporation throughout the particular year 
(other than a corporation associated with another 
corporation in the particular year) the taxable in- 
come of which for its immediately preceding tax- 
ation year (determined before taking into consid- 
eration the specified future tax consequences for 
that preceding year) does not exceed its business 
limit for that preceding year, or 


(b) a corporation that is a Canadian-controlled 
private corporation throughout the particular year 
and associated with another corporation in the 
particular year, where the total of all amounts 
each of which is the taxable income of the corpo- 
ration or such an associated corporation for its 
last taxation year that ended in the preceding cal- 
endar year (determined before taking into consid- 
eration the specified future tax consequences for 
that last year) does not exceed the total of all 
amounts each of which is the business limit of the 
corporation or such an associated corporation for 
that last year; 
Related Provisions: 87(2)(00), (00.1) —Effect of amalgama- 
tion; 88(1)(e.9) — Winding-up; 127.1(2.01) — Additional refund- 
able amount for corporation that is not a qualifying corporation. 
History: The definition “qualifying corporation” in subsec. 


127.1(2) amended by 1997, c. 25, subsec. 36(2), applicable to taxa- 
tion years that begin after 1995. It formerly read: 


“qualifying corporation” for a particular taxation year means 
a corporation that is, throughout the particular year, a Cana- 


dian-controlled private corporation the taxable income of ° 


which for its preceding taxation year or, if it is associated 
with one or more other corporations in the particular year, the 
taxable income of the corporation for its last taxation year 
ending in the preceding calendar year plus the taxable in- 
comes of all such other corporations for their last taxation 
years ending in the preceding calendar year, does not exceed 
the total of the business limits (as determined under section 
125) of the corporation and the other corporations for those 
preceding years, except that for a particular taxation year that 
begins before 1996 the total of the business limits shall be 
determined under section 125 as that section read in its appli- 
cation to taxation years ending before July 1994; 


The definition “qualifying corporation” in subsec. 127.1(2) 
amended by 1995, c. 3, s. 38, applicable to taxation years that end 
after June 1994. The definition formerly read: 


“qualifying corporation” for a particular taxation year means 
a corporation that is, throughout the particular year, a Cana- 
dian-controlled private corporation whose taxable income for 
the immediately preceding taxation year together with the 
taxable incomes of all corporations with which it was associ- 
ated in the particular year for their taxation years ending in 
the calendar year immediately preceding the calendar year in 
which the particular year of the corporation ended does not 
exceed the total of the business limits (as determined under 
section 125) of the corporation and the associated corpora- 
tions for those preceding years; 
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“refundable investment tax credit” of a taxpayer 
for a taxation year means, in the case of a taxpayer 
who is 


(a) a qualifying corporation for the year, 
(b) an individual other than a trust, or 


(c) a trust each beneficiary of which is a person 
referred to in paragraph (a) or (b), 


an amount equal to 40% of the amount, if any, by 
which 
(d) the total of all amounts included in computing 
the taxpayer’s investment tax credit at the end of 
the year 


(i) in respect of property (other than qualified 
small-business property) acquired, or a quali- 
fied expenditure (other than an expenditure in 
respect of which an amount is included under 
paragraph (f) in computing the taxpayer’s re- 
fundable investment, tax credit for the year) 
incurred, by the taxpayer in the year, or 


(ii) because of paragraph (b) of the definition 
“investment tax credit” in subsection 127(9) 
in respect of a property (other than qualified 
small-business property) acquired or a quali- 
fied expenditure (other than an expenditure in 
respect of which an amount is included under 
paragraph (f) in computing the taxpayer’s re- 
fundable investment tax credit for the year) 
incurred 


exceeds 
(e) the total of 


(i) the portion of the total of all amounts de- 
ducted under subsection 127(5) for the year or 
a preceding taxation year (other than an 
amount deemed by subsection (3) to be so de- 
ducted for the year) that can reasonably be 
considered to be in respect of the total deter- 
mined under paragraph (d), and 


(11) the portion: of the total of all amounts re- 
quired by subsection 127(6) or (7) to be de- 
ducted in computing the taxpayer’s invest- 
ment tax credit at the end of the year that can 
reasonably be considered to be in respect of 
the total determined under paragraph (d), 


plus, where the taxpayer is a qualifying corporation 
(other than an excluded corporation) for the year, the 
amount, if any, by which 


(f) the total of 


(i) the portion of the amount required by sub- 
section 127(10.1) to be added in computing 
the taxpayer’s investment tax credit at the end 
of the year that is in respect of qualified ex- 
penditures (other than expenditures of a capi- 
tal nature) incurred by the taxpayer in the 
year, and 


(ii) all amounts determined under paragraph 
(a.1) of the definition “investment tax credit” 
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in subsection 127(9) in respect of expendi- 
tures for which an amount is included in sub- 
paragraph (i) 
exceeds . 
(g) the total of 


(i) the portion of the total of all amounts de- 
ducted by the taxpayer.under subsection 
127(5) for the year or a preceding taxation 
year (other than an amount deemed by subsec- 
tion (3) to be so deducted for the year) that 
can reasonably be considered to be in respect 
of the total. determined under paragraph (f), 
and 


(ii) the portion of the total of all amounts re- 
quired by subsection 127(6) to be deducted in 
computing the taxpayer’s investment tax 
credit at the end of the year that can reasona- 
bly be considered to be in respect of the total 
determined under paragraph (f). 


Related Provisions: 87(2)(00) — Amalgamations; 88(1)(e.8) — 
Winding-up; 127(14) — Identification of amounts transferred. as 
current or capital; 127.1(2.01) — Addition to refundable investment 
tax credit; 256(2.1) — Anti-avoidance; 256(5.1) — Controlled di- 
rectly or indirectly — control in fact. © 


History: Para. (f) of the definition “refundable investment tax 
credit” in subsec. 127.1(2) amended by 1996, c. 21, subsec. 31(1), 
applicable to taxation years that begin after 1995. Para. (f) formerly 
read: 

(f) the: total of 


(i) the-.portion of the amount required by subsection 
127(10.1) to be added in computing the taxpayer’s. in- 
vestment tax credit at the end of the year that is in respect 
of qualified expenditures (other than expenditures of a 
capital nature) incurred in the year, and 


(ii) all amounts determined under paragraph (a). of the 
definition “investment tax credit” in subsection 127(9) in 
respect of expenditures for which amounts are included 
in subparagraph (i), 
The definition “refundable investment tax. credit” in subsec. 
127.1(2) amended by 1994, c. 8, subsec. 16(1), applicable to taxa- 
tion years ending after December 2, 1992. The definition formerly 
read: 


“refundable investment tax credit” for a taxation year means, 
(a) in the case of a taxpayer who is: 
(i) a qualifying corporation for the year, 
(ii) an individual other than a trust, or 


(iii) a trust each beneficiary of which is a.person re- 
ferred to in subparagraph (i) or (11), 


an amount equal to 40% of the amount, if any, by which 


(iv) the total of all amounts each of which is an 
amount included in computing the taxpayer’s invest- 
ment tax credit at the end of the year 


(A) in respect of property acquired, or an,expen- 
diture made (other than a qualified Canadian ex- 
ploration expenditure or an expenditure in re- 
spect of which an amount is included under 
subparagraph (vi) or (b)(i) in computing the tax- 
payer’s refundable investment, tax credit for the 
year), by the taxpayer,in the year and,after April 
19, 1983, : 


(B) pursuant to paragraph (b) of the definition 
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“investment tax credit” in subsection 127(9) in 
respect of a property acquired, or an expenditure 
made (other than a. qualified Canadian explora- 
tion expenditure or an expenditure in respect of 
which an amount is included under subparagraph 
(vi). or (b)(ii) in computing the taxpayer’s re- 
fundable investment tax credit for,the year), after 
April 19, 1983, or 


(C).in respect of the taxpayer’s qualified Cana- 
dian exploration expenditure for the year, or pur- 
suant to paragraph (b) of that definition in re- 
spect of a qualified Canadian exploration 
expenditure for the year, other than an amount 
included under subparagraph (b)(iii) 


(v) the total of 


(A) such portion of the total of all amounts each 
of which is an amount deducted by the taxpayer 
under subsection 127(5) for the year or a preced- 
ing taxation year (other than an amount deemed 
by subsection (3) to be so deducted for the year) 
as may reasonably be considered to be in respect _ 
of the total determined under subparagraph (iv), 
and 


(B) such portion of the total of all amounts each 
of which is an amount required by subsection 
127(6) or (7) to be deducted in computing the 
taxpayer’s investment tax credit at the end of the 
year as may reasonably be considered to be in 
respect of the total determined under subpara- 


graph (iv), 


plus, in the case of a qualifying corporation for the year, 
other than an excluded corporation for the year, the 
amount, if any, by which 


(vi) the total of 


(A) the total of all amounts each of which is an 
amount required by subsection 127(10.1) to be 
added in computing the taxpayer’s investment 
tax credit at the end of the year in respect of an 
expenditure, other than an expenditure of a capi- 
tal nature, made by it after May 23, 1985 and in 
the year, and 


(B) the total of all amounts each of which is an 
amount determined under paragraph (a) of the 
definition “investment tax.credit” in subsection 
127(9) in respect of an expenditure for which an 
amount is included in clause (A) 


(vii) the total of 


(A) such portion of the total of all amounts each 
of which is an amount deducted by the taxpayer 
under subsection 127(5) for the year or a preced- 
ing taxation year (other than an amount deemed 
by subsection (3) to be so deducted for the year) 
as may reasonably be considered to be in respect 
of the total determined under subparagraph (vi), 
and 


(B) such portion of the total of all amounts each 
of which is an amount required by subsection 
127(6) to be deducted in computing the tax- 
payer’s investment tax credit at the end of the 
year as may reasonably be considered to be in 
respect of the total determined under subpara- 
graph (vi), and 
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(b) in the case of any other taxpayer, the total of 


(i) 20% of the amount, if any, calculated for the year 
in respect of the taxpayer, by which the total deter- 
mined under subparagraph (a)(iv) in respect of prop- 
erty acquired or an expenditure made before 1988, 
exceeds the total determined under subparagraph 
(a)(v) in respect of property acquired or an expendi- 
ture made before 1988, 


(ii) 40% of the amount, if any, by which 


(A) the total of all amounts each of which is an 
amount included in computing the taxpayer’s in- 
vestment tax credit at the end of the year 


exceeds 


(I) in respect of an approved project prop- 
erty acquired by the taxpayer in the year and 
before 1988, or 


(II) pursuant to paragraph (b) of the defini- 
tion “investment tax credit” in subsection 
127(9) in respect of an approved project 
property acquired before 1988 


(B) the total of 


(1) such portion of the total of all amounts 
each of which is an amount deducted by the 
taxpayer under subsection 127(5) for the 
year or a preceding taxation year (other than 
an amount deemed by subsection (3) to be 
so deducted for the year) as may reasonably 
be considered to be in respect of the total de- 
termined under clause (A), and 


(II) such portion of the total. of all amounts 
each of which is an amount required by sub- 
section 127(6) or (7) to be deducted in com- 
puting the taxpayer’s investment tax credit 
at the end of the year as may reasonably be 
considered to be in respect of the total deter- 
mined under clause (A), and 


(111) where the taxation year commences before 1988, 
40% of the amount, if. any, by which 


(A) the ‘total of all amounts each of which is an 
amount included in computing the taxpayer’s in- 
vestinent tax credit-at the end of the year 


exceeds 


(I) in respect of the taxpayer’s qualified Ca- 
nadian exploration expenditure for the year, 
Or aabi of 


(II) pursuant to paragraph (b) of the defini- 
tion “investment tax credit” in subsection 
127(9) in respect of a qualified Canadian ex- 
ploration expenditure for the year, 


(B) the total of 


(I) such portion of the total of all amounts 
each of which is an amount deducted by the 
taxpayer under subsection 127(5) for the 
year or a preceding taxation year (other than 
an-amount deemed by subsection (3) to be 
so deducted for the year) as may reasonably 
be considered to be in respect of the total de- 
termined under clause (A), and 


(iI) such. portion of the total of all amounts 


, each of which is an amount required by sub- 


section 127(6) or (7) to be deducted in com- 
puting the taxpayer’s investment tax credit 
at the end of the year as may reasonably be 
considered to be in respect of the total deter- 


mined under clause (A). 


Pre-RSC History: Cl. (a)(iv)(A) of “refundable investment tax 
credit” in subsec. 127.1(2) amended to substitute “after April 19, 
1983” for “after April 19, 1983 and before 1989”, cl. (a)(iv)(B) 
amended to substitute “after April 19, 1983” for “by him in the year 
and after April 19, 1983 and before 1989”, and cl. (a)(iv)(C) substi- 
tuted by 1988, c..55, subsec. 107(2), applicable after May 23, 1985 
except that, in its application before December, 1985, subpara. 
(a)(iv) of “refundable investment tax credit” shall be read without 
reference to the words “a qualified Canadian exploration expendi- 
ture or’. in cls, (A) or (B) and without reference to cl. (C). Cl. 
(a)(iv)(C) formerly read: 


(C) where the taxation year commences before 1989, 


(1) in respect of his qualified Canadian exploration ex- 
penditure for the year, or 


(II) pursuant to paragraph (b) of the definition “invest- 
ment tax credit” in subsection 127(9) in respect of a qual- 
ified Canadian exploration expenditure for the year, 


_.. other than an amount included under subparagraph (b)(iii) 


Subpara. (b)(1) of “refundable investment tax credit” amended to 
add ‘“‘in respect of property acquired or an expenditure made before 
1988” (in two places), subcls. (b)(ii)(A)(I) and (II) and that portion 
of subpara. (b)(ili) preceding cl. (A) amended to substitute, in each, 
“1988” for “1989”, by 1988, c. 55, subsecs. 107(3) to (5), applicable 
after June 17, 1987. 


Cls. (a)(Giv)(A), (B) of the definition “refundable investment tax 
credit” in subsec. 127.1(2) substituted and (C) added, by 1986, c. 
55, subsec. 49(1), applicable after May 23, 1985, except that in its 
application before December 1985, subparagraph (a)(iv) of the defi- 
nition shall be read without reference to the words “a qualified Ca- 
nadian exploration expenditure or” in clauses (A) and (B) and with- 
out reference to clause (C). Cls. (a)(iv)(A), (B) formerly read: 


(A) in respect of property acquired, or an expenditure made 
(other than an expenditure in respect of which an amount is 
included under subparagraph (vi) in computing his refundable 

- investment tax credit for the year), by him in the year and 
after April 19, 1983 and before May 1986, or 


(B) pursuant to paragraph (b) of the definition “investment 

tax credit” in subsection 127(9) in respect of a property ac- 
quired, or an expenditure made, after April 19, 1983 and 
before May 1986 


Para. (b) of the definition “refundable investment tax credit” substi- 
tuted by 1986, c. 55, subsec. 49(2), applicable after May 23, 1985, 
except that in its application before December 1985, para. (b) shall 
be read without reference to subpara. (iii). Para. (b) formerly read: 


(b) in the case of any other taxpayer, 20% of the amount, if 
any, calculated for the year in respect of that other taxpayer, 
by which the aggregate determined, under subparagraph 
(a)(iv) exceeds the aggregate determined under subparagraph 


(a)(v). 


Subsec. 127.1(2) substituted by 1986, c. 6, s. 72, applicable with 
respect to property acquired and expenditures made after May 23, 
1985. Subsec. 127.1(2) formerly read: 


(2) “Refundable investment tax credit” defined — For the 
purposes of this section, “refundable investment tax credit” 
for a taxation year means, in the case of a taxpayer that is 


(a) a corporation that was, throughout the year, a Cana- 
dian-controlled private corporation whose taxable income 
for the immediately preceding taxation year together with 
the taxable incomes of all corporations with which it was 
associated in the year for their taxation years ending in 
the calendar year immediately preceding the calendar 
year in which the year of the corporation ended does not 
exceed the aggregate of the business limits (as deter- 
mined under section 125) of the corporation and the asso- 
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ciated corporations for those preceding years, 
(b) an individual other than a trust, or 


(c).a trust each beneficiary of which is a person. described 
in paragraph (a) or (b), 


_an amount equal to 40% of the amount, if any, by which. 


(d) the, aggregate of all amounts each of which is an 
amount included in computing his investment tax credit 
at the end of the year 


(i) in respect of property acquired, or an expenditure . 
made, by him in the year and after a at ds 1983 
and before May 1986, or 


(ii) pursuant to paragraph (b) of the definition 
vestment tax credit” in subsection 127(9) in ia 
of property acquired, or. an expenditure made, after 
April 19, 1983 and before: mem 1986 


exceeds 
(e) the aggregate of 


(i) such portion of the aggregate of all amounts each 
of which is an amount deducted by him under sub-' 
section 127(5) for the year or a preceding taxation 
year (other than an amount deemed by subsection (3) * 
to be so deducted for the year) as may reasonably be 
considered to be in respect of the aggregate deter- 
mined under paragraph :(d), and 


(ii) such portion of the aggregate of all amounts, 
each of which is:an amount required by subsection 
,127(6) or (7) to be deducted in computing his invest-., 
ment tax credit at the end of the year, as may reason- 
ably be considered to be in respect of the aggregate 

determined under paragraph (d), 


and in the case of any other taxpayer, 20% of the amount, if 
any, calculated for the year in respect of that other taxpayer, 
by which the aggregate determined under paragraph (d) ex- 
ceeds the aggregate determined under paragraph (e). 


Para. 127.1(2)(a) amended to substitute “ending in the calendar year 
immediately preceding the calendar year in which the year of the 
corporation. ended” for “ending in the calendar year in which the 
mamediately preceding taxation year of the corporation ended” .and 
“those preceding years” for “those years”, and para. 127.1(2)(d) 
substituted, by 1985, c. 45, subsecs. 73(1), (2), soled Sasity to 1985 et 
seq. Para. 127.1(2)(d) formerly read: 


(d) the aggregate of all amounts each of which is an amount 
included. in computing his investment tax credit at the end of 
the year pursuant to.paragraph 127(9)(a), (a.1), (a.2), (c), 
(d.1) or (d.4) in respect of property acquired, or an expendi- 
ture made, after April 19, 1983 and before May 1986 


Para. '127.1(2)(a) Substituted and para. 127.1(2)(d) substituted to 
add reference to para. 127(9)(d.4) by 1984, c. 45, subsecs. 44(1), (2) 
respectively, applicable to 1985 et seq. Para. 127.1(2)(a) formerly 
read: 


(a) a Canadian-controlled private corporation that is, or would 
be if it had sufficient income fcr the year from carrying on an 
active business in Canada, entitled to a deduction under sec- 
tion 125 in computing its tax payable under this Part for the 
year, 


(2.01) Addition to refundable investment tax 


credit — In the case of a taxpayer that is a Cana- 
dian-controlled private corporation other than a qual- 
ifying corporation or an excluded corporation, the re- 
fundable investment tax credit of the taxpayer for a 
taxation year is 40% of the amount, if any, by which 


(a) the total of 
(i) the portion of the amount acces by Ate 


S./127.1(2.01)(d) (ii) 


section 127(10.1) to be added. in, computing 
the taxpayer’s investment tax,.credit at the end 
of the year that is in respect, of qualified ex- 
penditures (other than expenditures of a cur- 
rent nature) incurred by the taxpayer in the 
“year, and 


(ii) all amounts determined: under paragraph 
(a.1) of the definition “investment tax credit” 
in subsection 127(9) in respect of expendi- 
tures for which an amount is included in sub- 
“paragraph (i) ” 
exceeds 
(b) the total of 


(i) the portion of the total of all amounts de- 
ducted by the taxpayer under subsection 
127(5) for the year or a preceding taxation 
year (other than an amount deemed by subsec- 
tion (3) to have been so deducted for the year) 
that can reasonably be considered to be in re- 
spect of the total determined under paragraph 
(a), and 


(ii) the portion of the total of all amounts re- 
quired by subsection 127(6) to be deducted in 
computing the taxpayer’s investment: tax 
credit at the end of the year that can reasona- 
bly be considered to be in. respect of the total 
determined under paragraph (a) 


plus the-amount, if any, by which: 
(c) the total of 


(i) the portion of the amount-required by sub- 
section 127(10.1) to be added in computing 
the taxpayer’s investment tax credit at the end 
of the year that is in respect of qualified ex- 
penditures (other than expenditures of a capi- 
tal nature) incurred by the taxpayer in thé 
year, and 


(ii) all amounts determined under paragraph 
(a. 1) of the definition “investment tax credit” 
in subsection 127(9) in respect of expendi- 
tures for which an. amount is.included in sub- 


paragraph. (1) 


exceeds 


(d) the total. of 


(i) the portion of the total of all amounts de- 
ducted. by the .taxpayer under subsection 
127(5) for. the, year or a preceding taxation 
year (other than an amount deemed by subsec- 
tion (3) to have been so deducted for the year) 
that can reasonably be considered to be in re- 
spect of the total determined under paragraph 
(c), and 


(ii) the portion: of the total of all amounts. re- 
quired by subsection 127(6) to be deducted in 
computing the taxpayer’s investment tax 
credit at the end of the year that can reasona- 
bly. be considered to be in respect.of the total 
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determined under paragraph (c). 


History: Paras. 127.1(2.01)(a), (c) amended by 1996, c. 21, sub- 
secs. 31(2), (3), applicable to taxation years that begin after 1995. 
Paras. (a), (c) formerly read: 


(a) the total of 


(i) the portion of the amount required by subsection 
127(10.1) to be added in computing the taxpayer’s in- 
vestment tax credit at the end of the year that is in respect 
of qualified expenditures (other than expenditures of a 
current nature) incurred in the year, and __ 


(ii) all amounts determined under paragraph (a) of the 
definition “investment tax credit” in subsection 127(9) in 
respect of expenditures for which an amount is included 
in subparagraph (1) 


(c) the total of 


(i) the portion of the amount required by subsection 
127(10.1) to be added in computing the taxpayer’s in- 
vestment tax credit at the end of the year that is in respect 
of qualified expenditures (other than expenditures of a 
capital nature) incurred in the year, and 


(ii) all amounts determined under paragraph (a): of the 
definition “investment tax credit” in subsection 127(9) in 
respect of expenditures for which an amount is included 
in subparagraph (i) 


Subsec. 127.1(2.01) added by 1994, c. 8, subsec. 16(2); applicable 
to taxation years beginning after 1993. 


(2.1) Application of subsec. 127(9) — The defi- 
nitions in subsection 127(9) apply to this section. 


Origin of subsec. 127.1(2.1): R.S.C. 1985, c. 1 (5th Supp.) 
(formerly contained in the opening words of subsec. 127(9)). 


(3) Deemed deduction — For the purposes of this 
Act, the amount deemed under subsection (1) to 
have been paid by a taxpayer for a taxation year shall 
be deemed to have been deducted by the taxpayer 
under subsection 127(5) for the year. 


Pre-RSC History [s. 127.1]: S. 127.1 added by 1984, c. 1, sub- 
sec. 73(1), applicable to 1982 et seq. except that the prescribed form 
referred to in subsec. (1) may be filed at any time on or before April 
18, 1984. 


Definitions [s. 127.1]: “active. business” — 125(7), 248(1); 
“amount” — 248(1); “approved project property” — 127(9), 
127.1(2.1); “associated” — 256(1); “balance-due day” — 248(1); 
“business limit” — 125(2)-(5.1), 248(1); “Canadian-controlled pri- 
vate corporation” — 125(7), 248(1); “Canadian exploration ex- 
pense” — 66.1(6), 248(1); “controlled directly or indirectly” — 
256(5.1); “corporation” — 248(1), Interpretation Act 35(1); “ex- 
cluded corporation” — 127.1(2); “individual” — 248(1); “invest- 
ment tax credit” — 127(9), 248(1); “person”, “prescribed”, “prop- 
erty” — 248(1); “qualified Canadian exploration expenditure”, 
“qualified expenditure”, “qualified small-business property” — 
127(9), 127.1(2.1); “qualifying corporation”, “refundable invest- 
ment tax credit” — 127.1(2); “related” — 251(2); “scientific re- 
search and experimental development” — 37(13), 248(1); “speci- 
fied employee”, “specified future tax consequence” — 248(1); 
“taxable income” — 2(2), 248(1); “taxation year” — 249; “tax- 
payer” — 248(1); “trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 127.1]: IT-151R4: Scientific re- 
search and experimental development expenditures. 


127.2 (1) Share-purchase tax credit — There 
may be deducted from the tax otherwise payable 
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under this Part by a taxpayer for a taxation year an 
amount not exceeding the total of 


(a) the taxpayer’s share-purchase tax credit for 
the year, and 


(b) the taxpayer’s unused share-purchase tax 
credit for the taxation year immediately following 
the year. 


(2) Persons exempt from tax — Where a tax- 
payer who was throughout a taxation year a person 
described in any of paragraphs 149(1)(e) to (y) files 
with the taxpayer’s return of income under this Part 
for the year a prescribed form containing prescribed 
information, the taxpayer shall be deemed to have 
paid, on the day on which the return is filed, an 
amount, on account of the taxpayer’s tax under this 
Part for the year, equal to the taxpayer’s share- 
purchase tax credit for the year. 


(3) Trust — Where, in a particular taxation year of 
a taxpayer who is a beneficiary under a trust, an 
amount is included in computing the share-purchase 
tax credit of the trust for its taxation year ending in 
that particular taxation year, the trust may, in its re- 
turn of income for its taxation year ending in that 
particular taxation year, designate as attributable to 
the taxpayer such portion of that amount 


(a) as may, having regard to ail the circumstances 
(including the terms and conditions of the trust 
arrangement), reasonably be considered to be at- 
tributable to the taxpayer, and 


(b) as was not designated by the trust in respect 
of any other beneficiary of that trust, 


and, where the trust so designates such a portion, an 
amount equal to that portion shall be 


(c) added in computing the share-purchase tax 
credit of the taxpayer for the particular taxation 
year, and 


(d) deducted in computing the share-purchase tax 
credit of the trust for its taxation year ending in 
the particular taxation year. 


Related Provisions: 53(2)(h)(iii) — Deduction from cost base of 
beneficiary’s capital interest in a trust... 


(3.1) Exclusion of certain trusts — For the pur- 
poses of subsection (3), a trust does not include a 
trust that is 


(a) governed by an employee benefit plan or a re- 
voked deferred profit sharing plan; or 


(b) exempt from tax under section 149. 


Pre-RSC History: Subsec. 127.2(3.1) added by 1984, c. 45, sub- 
sec. 45(1), applicable after April 25, 1984. 


(4) Partnership — Where, in a taxation year of a 
taxpayer who is a member of a partnership, an 
amount is included in computing the share-purchase 
tax credit of the partnership for its fiscal period end- 
ing in that year, such portion of that amount as may 
reasonably be considered to be the taxpayer’s share 


1152 


Subdiv. c — Computation of Tax: All Taxpayers 


thereof shall be 


(a) added in computing the share- -purchase tax 
credit of the taxpayer for that year; and 


(b) deducted in computing the share-purchase tax 
credit of the partnership for that fiscal period. 


Related Provisions: 53(2)(c)(vii) — Deductions from cost base 
of partnership interest. 


(5) Cooperative corporation — Where at any 
particular time in a taxation yeara taxpayer that is a 
cooperative corporation (within. the meaning as- 
signed by subsection 136(2)) has, as required by sub- 
section 135(3),; deducted or withheld an amount from 
a payment made by it to any person pursuant to an 
allocation in proportion to patronage, the taxpayer 
may deduct from the amount otherwise required by 
subsection 135(3) to be remitted to the Receiver 
General, an amount not exceeding the amount, if 
any, by which 


(a) the amount that would, but for this subsection, 
be its share-purchase tax credit for the taxation 
year in which it made the payment if that year 
had ended immediately before the lspci time 


exceeds 


(b) the total of all amounts each of which is the 
amount deducted by virtue of this subsection 
from any amount otherwise required to be remit- 
ted by subsection 135(3) in respect. of payments 
made by it before the particular time and in the 
taxation year, 


and the amount, if any, so deducted from the amount 
otherwise required to be remitted by subsection 
135(3) shall be 


(c) deducted in computing the share-purchase tax 
credit. of the taxpayer for the taxation year, and 


(d) deemed to have been remitted by the taxpayer 
to the Receiver General on account of tax under 
this Part of the petyon to whom that payment was 
made. 


(6) Definitions — In: this section; 


“share-purchase tax credit” of a taxpayer for a tax- 
ation ‘year means the amount determined by the 
formula 


(A +B)-—C 
where 


A is the total of all amounts each of which is an 
amount designated by a corporation under sub- 
section 192(4) in respect of a share acquired by 
the taxpayer in the year where. the taxpayer is the 
first person, other than a broker or dealer in se- 
curities, to be a registered holder, 


B is the total of all amounts each of which is an 
amount required by subsection (3) or (4) to be ad- 
ded in computing the taxpayer’s share-purchase 
tax credit for the year, and 
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C the total of all,amounts each of which is an 
amount required by subsection (3), (4) or (5) to 
be deducted in computing the taxpayer’s share- 
purchase tax credit for the year; 


Pre-RSC History: The definition “share-purchase tax credit” was 
para. 127.2(6)(a). See Table of Concordance. 


“unused share-purchase tax credit” ofa taxpayer 
for a taxation year means the amount determined by 
the formula 


A -(B+C) 
where 


A is the taxpayer’s share- “purchase tax credit for the 
year, 


B the taxpayer’s tax otherwise vl ete under this 
Part for the year, the amount deemed by subsec- 
tion (2) to have been paid on account of the tax- 

_payer’s tax payable under this Part for the year 
or, where Division E.1 is applicable to the tax- 
payer for the year, the amount, if any, by which 
the taxpayer’s tax otherwise payable under this 
Part for the year exceeds the taxpayer’s minimum 
amount for the year determined under section 
127.51, as the case may be, and 


C is the taxpayer’s refundable Part VII tax’ on hand 
at the end of the year. 

Related Provisions: 248(1)“unused share-purchase tax credit” — 

Definition applies to entire Act. 

Pre-RSC History: The definition “unused share-purchase tax 

credit” was, para..127.2(6)(b). See Table of Concordance. 


Subpara. 127.2(6)(b)(ii). substituted by 1988, c..55, s. 108, applica- 
ble to 1986 et seg. Subpara. 127.2(6)(b)Gi) formerly read: 


(ii) his tax otherwise payable under this Part for the year or 
the amount deemed by subsection (2) to have been paid on 
account of his tax payable under this Part for the year, as the 
case may. be, and 
Subparas.’ 127.2(6)(b)(11), (iii) substituted and subpara: (iv) repealed 
by 1984, c.-45, subsec. 45(2), applicable to 1982 et seg. Subparas. 
(i)—Gv)_ formerly read: 
(ii) the: amount deducted under subsection (1) from his. tax. 
otherwise payable under this Part for the year in respect of his 
share-purchase tax credit for the year or the amount deemed 
by subsection (2) to have been paid on account of his tax pay- 
able under this Part for the year, as the case may. be, 
(iii) the lésser of 
(A) the amount determined under subparagraph 
192(2)(a)(i) in respect of the taxpayer for the year, and 
(B) his refundable Part VII tax on hand at the end of the 
year, and 
(iv) the amount, if any, by which the tax otherwise payable 
under this Part by the taxpayer for the year exceeds the aggre- 
gate of the amounts determined under subparagraphs (ii) and 
(iii) in respect of the taxpayer for the year. 


(7) Definition of “tax otherwise payable” — In 
this section, “tax otherwise payable” under this Part 
by a taxpayer means the amount that would, but for 
this section and section 120.1, be the tax payable 
under this Part by the taxpayer. 


(8) Deemed cost of acquisition — For the pur- 
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poses of this Act, where, at any time in a taxation 
year, a taxpayer has acquired a share and is the first 
registered holder of the share, other than a broker or 
dealer in securities, and an amount is, at any time, 
designated by a corporation under subsection 192(4) 
in respect of the share, the following rules apply: 


(a) the taxpayer shall be deemed to have acquired 
the share at a cost to the taxpayer equal to the 
amount by which 


(i) its cost to the taxpayer as otherwise 
determined 


exceeds 


(ii) the amount so designated in respect of the 
share; and 


(b) where the amount determined under subpara- 
graph (a)(ii) exceeds the amount determined 
under subparagraph (a)(i), the excess shall 


(1) where the share is a capital property to the 

taxpayer, be deemed to be a capital gain of the 

taxpayer for the year from the disposition of 

that property, and 

(ii) in any other case, be included in comput- 

ing the income of the taxpayer for the year, 
and the cost to the taxpayer of the share shall be 
deemed to be nil. 


Related Provisions: 
share. 


192(4.1) — Paid-up capital of designated 


(9) Partnership — For the purposes of this section 
and subsection 193(5), a partnership shall be deemed 
to be a person and its taxation year shall be deemed 
to be its fiscal period. 


(10) Election re first holder — Where a share of 
a public corporation has been lawfully distributed to 
the public in accordance with a prospectus, registra- 
tion statement or similar document filed with a pub- 
lic authority in Canada pursuant to and in accordance 
with the law of Canada or of any province, and, 
where required by law, accepted for filing by such a 
public authority, the corporation, if it has designated 
an amount under subsection 192(4) in respect of the 
share, may, in the prescribed form required to be 
filed under that subsection, elect that, for the pur- 
poses of this section, the first person, other than a 
broker or dealer in securities, to have acquired the 
share (and no other person) shall be considered to be 
the first person to be a registered holder of the share. 
Pre-RSC History: Subsec. 127.2(10) added by 1984, c. 45, sub- 
sec. 45(3), applicable after June 1983 except that an election there- 


under may be made by notifying the Minister of National Revenue 
in writing at any time before March 21, 1985. 


(11) Calculation of consideration — For greater 
certainty, 


(a) for the purposes of this section and Part VII, 
the amount of consideration for which a share is 
acquired and issued includes the amount of any 
consideration for the designation. under subsec- 
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tion 192(4) in respect of the share; and 


(b) the amount received by a corporation as con- 
sideration for a designation under subsection 
192(4) in respect of a share issued by it shall not 
be included in computing its income. 


Pre-RSC History: Subsec. 127.2(11) added by 1984, c. 45, sub- 
sec. 45(3), applicable to 1982 et seq. 


Pre-RSC History [s. 127.2]: S. 127.2 added by 1984, c. 1, sub- 
sec. 73(1), applicable to 1982, et seg. except that the prescribed 
form referred to in subsec. (2) may be filed at any time on or before 
the day that is 90 days after January 19, 1984. 


Selected Cases [s. 127.2]: 598606 Ontario Ltd. v. MNR, [1993] 
1 C.T.C. 2001 (TCC); appealed to FCTD (Feb. 11, 1993), File T- 
367-93 (Failure to make designation by filing prescribed form dis- 
entitles taxpayer to claim share-purchase tax credit). 


Definitions [s. 127.2]: “amount” — 248(1); “Canada” — 255; 
‘capa gain” — 39(1)(a), 248(1); “capital prone — 54, 248(1); 
| ; “deferred profit 


sharing plan”, “employer benefit plan” — 248(1); “person” — 
127.2(9), 248(1); “prescribed”, “public corporation” — 248(1); “re- 
fundable Part VII tax on hand” — 192(3), 248(1); “share” — 


248(1); “tax payable” — 248(2);* 


- “trust? — 104(1), 248(1), @). 


127.3 (1) Scientific research and experimental 
development tax credit — There may be de- 
ducted from the tax otherwise payable under this 
Part by a taxpayer for a taxation year an amount not 
exceeding the total of the taxpayer’s 


(a) scientific research and experimental develop- 
ment tax credit for the year, and 


(b) unused scientific research and experimental 
development tax credit for the taxation year im- 
mediately following the year. 

Related Provisions: 117(1) — Tax payable under this Part; 


194(4.2) — Where amount may not be designated; 195(5) — Eva- 
sion of tax; 195(6) — Undue deferral of refundable tax. 


Selected Cases [subsec. 127.3(1)]: Groupmark Canada Ltd. v. 
Canada, [1993] 1 C.T.C. 234 (FCTD) (Amounts paid to related 
company before and after SRTC note issued were “consideration” 
for note); United Equities Ltd. v. MNR, [1992] 2 C.T.C.'214 
(FCTD) (Taxpayer eligible for scientific research tax credit despite 
late filing since requirements for remedying delay met). 


(2) Definitions — In this section, 


“scientific research and experimental develop- 
ment tax credit’ of a taxpayer for a taxation year 
means the amount determined by the formula 


-A —B 
where 


A. is the total of all amounts each of which is an 
amount equal to 


(a) where the taxpayer is a corporation, 50%, or 


(b) where the taxpayer is an individual other than 
a trust, 34% 


of an amount designated by a corporation under RUG 
section 194(4) in respect of 


(c) a share acquired by the taxpayer in the year 
where the taxpayer is the first person, other than a 
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broker or dealer in securities, to be a ge 
holder thereof; 


(d) a bond, debenture, bill, note, mortgage or sim- 
ilar obligation (in this section referred to as a 
“debt obligation’) acquired by the taxpayer in the 
year where the taxpayer is the first person, other 
than a broker or dealer in securities, to be a regis- 
tered holder of that debt obligation, or 


(e) a right acquired by the taxpayer in the year 
where the taxpayer is the first person, other than a 
broker or dealer in securities, to have acquired 
‘that right, and 


B. is the total of all amounts required. by subsection 
(5) to be deducted in computing the taxpayer’s 
scientific research and experimental development 

tax credit for the year; 

Related Provisions: 248(1)‘scientific research and experimental 

_ development tax credit” — Definition applies ‘to entire. Act. 


Pre-RSC History: The definition “scientific research ... tax 
credit” was para. 127.3(2)(a). See Table of Concordance. 


The concluding portion of para. 127.3(2)(a) amended by 1984, c. 
45, subsec. 46(1), to substitute “scientific research” for “research”, 
applicable to 1982-et seq. 


“unused scientific research and experimental de- 
velopment tax credit” of a taxpayer for a taxation 
year means the amount determined by the formula 


: A -(B+C) 
where 


A is the taxpayer’s scientific. research and experi- 
mental development tax credit for the year, 


B. is the taxpayer’s tax otherwise payable under this 
Part for the year or, where Division E.1 is appli- 
cable to the taxpayer for.the year, the amount, if 
any, by which the taxpayer’s tax otherwise paya- 
ble under this Part for the year exceeds the tax- 
payer’s minimum amount for the year determined 
under section 127.51, as the case may be, and 


C is the taxpayer’s refundable Part VIII tax on hand 
at the end of the year. . 
Related Provisions: 248(1)‘unused ‘scientific research and ex- 


perimental development tax credit” — Definition applies to entire 
Act. 


Pre-RSC History: The definition “unused scientific... 
was para. 127.3(2)(b). See Table of Concordance. 
Subpara. 127.3(2)(b)(ii) substituted by 1988, c. 55, s. 109; Bahan 
ble to 1986 et seg. Subpara. 127.3(2)(b)(ii) formerly read: 

(ii) his tax otherwise payable under this Part for the year, and 


Subparas. 127.3(2)(b)(ii), (ii) substituted and (b)(iv) repealed: by 
1984, c..45, subsec..46(2), applicable to. 1982.er seg. Subparas. 
127.3 (2)(b)(ii)-(iv) formerly read: 
(ii) the amount deducted under subsection (1) from is tax 
otherwise payable under this Part for the year in respect of his — 
scientific research tax credit for the year, 
(iii) the lesser of 
(A) the amount determined under subparagraph 
194(2)(a)(i) in respect of the taxpayer for the year, and 
(B) his refundable Part VIII tax on hand at the end of the 


tax credit”. 
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year, and 


(iv) the amount, if any, by which the tax otherwise, payable 
under this Part by the taxpayer for the year exceeds the aggre- 
gate of the amounts determined under subparagraphs (ii) and 
(iii) in respect of the taxpayer for the year. 


Selected Cases [subsec. 127.3(2)]: Loewen v. MNR, [1994] 2 
C.T.C. 75 (FCA) (Acquisition and disposition of SRTC debenture 
was not an adventure in nature of trade). 


(3) Trust — For the purposes of this section and 
section 53, where a taxpayer, other than a broker or 
dealer in securities, is a beneficiary under a trust and 
an amount is designated by a corporation under sub- 
section 194(4) in respect of a share, debt obligation 
or right acquired by the trust in a taxation year of the 
trust where the trust is the first person, other than a 
broker or dealer in securities, to be a registered 
holder of the share or debt obligation or to have ac- 
quired the right, as the case may be, 


(a) the trust may, in its return of income for that 
year, specify such portion of that amount as may, 
having regard to all the circumstances (including 
the terms and conditions of the trust arrange- 
ment), reasonably be considered to be attributable 
to the taxpayer and as was not specified by the 
trust in respect of any other beneficiary under that 
trust; and 

(b) the portion specified pursuant to paragraph (a) 
shall be deemed to be an amount designated on 
the last day of that year by the corporation under 
subsection 194(4) in respect of a share, debt obli- 
gation or right, as the case may be, acquired by 
the taxpayer on that day where the taxpayer is the 
first person, other than a broker or dealer in se- 
curities, to be a registered holder of the share or 
debt obligation or to have acquired the ee as 
the case may be. 


Related Provisions: 53(2)(h)(iv) — Deductions. from cost base 
of beneficiary’s capital interest in a trust. 


(3.1) Exclusion of certain trusts — For the pur- 
poses of subsection (3), a trust does not include a 
trust that is 
(a) governed by an employee benefit plan or a re- 
voked deferred profit sharing plan; or 
(b) exempt from tax under section 149. 
Pre-RSC History: Subsec. 127.3(3.1) added by 1984, c. 45, sub- 


_ sec. 46(3), applicable after April 25, 1984. 


| (4) Partnership — For the purposes of this section 


and section 53, where a taxpayer, other than a broker 
or dealer in securities, is a member of a partnership 
and an amount is designated by a corporation under 
subsection 194(4) in respect of a share, debt obliga- 


_ tion or right acquired by the partnership in a taxation 


year of the partnership where the. partnership is the 
first person, other than a broker or dealer in securi- 
ties, to be a registered holder of the share or debt.ob- 
ligation or to. have acquired the right, as the case 
may be, such portion of that amount as may reasona- 
bly be considered to be the taxpayer’s share thereof 
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shall be deemed to be an amount designated on the 
last day of that year by the corporation under subsec- 
tion 194(4) in respect of a share, debt obligation or 
right, as the case may be, acquired by the taxpayer 
on that day where the taxpayer is the first person, 
other than a broker or dealer in securities, to be a 
registered holder of the share or debt obligation or to 
have acquired the right, as the case may be. 

Related Provisions: 53(2)(c)(viii) — Deductions from cost base 


of partnership interest re scientific research and experimental devel- 
opment tax credit. 


(5) Cooperative corporation — Where at any 
particular time in a taxation year a taxpayer that is a 
cooperative corporation (within the meaning as- 
signed by subsection 136(2)) has, as required by sub- 
section 135(3), deducted or withheld an amount from 
a payment made by it to any person pursuant to an 
allocation in proportion to patronage, the taxpayer 
may deduct from the amount otherwise required by 
subsection 135(3) to be remitted to the Receiver 
General, an amount not exceeding the amount, if 
any, by which 


(a) the amount that would, but for this subsection, 
be its scientific research and experimental devel- 
opment tax credit for the taxation year in which it 
made the payment if that year had ended immedi- 
ately before the particular time 


exceeds 


(b) the total of all amounts each of which is the 
amount deducted by virtue of this subsection 
from any amount otherwise required to be remit- 
ted by subsection 135(3) in respect of payments 
made by it before the particular time and in the 
taxation year, 


and the amount, if any, so deducted from A He amount 
otherwise required to be remitted by subsection 
135(3) shall be 


(c) deducted in computing the scientific research 
and experimental development tax credit of the 
taxpayer for the taxation year, and 


(d) deemed to have been remitted by the taxpayer 
to the Receiver General on account of tax under 
this Part of the person to whom that payment was 
made. 


(6) Deduction from cost — For the purposes of 
this Act, where at any time in a taxation year a tax- 
payer has acquired a share, debt obligation or right 
and is the first registered holder of the share or debt 
obligation or the first person to have acquired the 
right, as the case may be, other than a broker or 
dealer in securities, and an amount is, at any time, 
designated by a corporation under subsection 194(4), 
in respect of the share, debt obligation or right, the 
following rules apply: 


(a) the taxpayer shall be deemed to have acquired 
the share, debt obligation or right at a cost to the 
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taxpayer equal to the amount by which 


(i) its cost to the taxpayer as otherwise 
determined 


exceeds 


(ii) 50% of the amount so designated in re- 
spect thereof; and 


(b) where the amount determined under subpara- 
graph (a)(ii) exceeds the amount determined 
under subparagraph (a)(i), the excess shall 


(i) where the share, debt obligation or right, as 
the case may be, is a capital property to the 
taxpayer, be deemed to be a capital gain of the 
taxpayer for the year from the disposition of 
that property, and 


(ii) in any other case, be included in comput- 
ing the income of the taxpayer for the year, 


and the cost to the taxpayer of the share, debt ob- 
ligation or right, as the case may be, shall be 
deemed to be nil. 


Related Provisions: 194(4.1) — Computation of paid-up capital 
of designated share. 


Pre-RSC History: All that portion of para. 127.3(6)(b) following 
subpara. (ii) substituted by 1984, c. 45, subsec. 46(4), to add “debt 
obligation or right, as the case may be”, applicable to 1982 et seq. 


(7) Partnership — For the purposes of this section 
and Part VIII, a partnership shall be deemed to be a 
person and its taxation year shall be deemed to be its 
fiscal period. 


(8) Definition of “tax otherwise payable” — 
In this section, “tax otherwise payable” under this 
Part by a taxpayer means the amount that would, but 
for this section and section 120.1, be the tax payable 
under this Part by the taxpayer. 


(9) Election re first holder — Where a share or 
debt obligation of a public corporation has been law- 
fully distributed to the public in accordance with a 
prospectus, registration statement or similar docu- 
ment filed with a public authority in Canada pursu- 
ant to and in accordance with the law of Canada or 
of any province, and, where required by law, ac- 
cepted for filing by that public authority, the corpo- 
ration, if it has designated an amount under subsec- 
tion 194(4) in respect of the share or debt obligation, 
may, in the prescribed form required to be filed 
under that subsection, elect that, for the purposes of 
this section, the first person, other than a broker or 
dealer in securities, to have acquired the share or 
debt obligation, as the case may be, (and no other 
person) shall be considered to be the first person to 
be a registered holder thereof. 

Pre-RSC History: Subsec. 127.3(9) added by 1984, c. 45, subsec. 
46(5), applicable after September 1983 except that an election 
thereunder may be made by notifying the Minister of National Rev- 


enue in writing at any time on or before the day that is 90 days after 
December 20, 1984. 


(10) Calculation of consideration — For greater 
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certainty, 


(a) for the purposes of this section and Part VIII, 
the amount of consideration for which a share, 
debt obligation or right was acquired and issued 
or granted includes the amount of any considera- 
tion for the designation under subsection 194(4) 
in respect of the share, debt obligation or right; 
and 


(b) the amount received by a corporation as con- 

sideration fora designation*under subsection 

194(4) in respect of a share, debt obligation or 

right issued or granted by it shall not be included 

in computing its income. | 
Pre-RSC History: Subsec. 127.3(10) added by 1984, c. 45, sub- 
sec. 46(5), applicable: to 1982 et seq. 


Pre-RSC History [s. 127.3]: The expression “scientific research 
and experimental development” substituted for “scientific research” 
by 1986, c. 6, subsec. 15(3), applicable with aoe to taxation 
~ years ending after May 23, 1985. 


S. 127.3 added by 1984, c. 1, subsec. 73(1), palicible to 1982 et 
seq. except that for the purposes of computing the scientific re- 
search tax credit of a taxpayer for his 1983 taxation year, where the 
taxpayer so'elects in his return of income under Part I for the year, 
subparas. 127.3(2)(a)(iii), (iv) and (v) shall be read as if the refer- 
ences therein to “in the year’ were references to “in the year or 
within 60 days after the end of the year (to the extent that no 
amount is included in respect of that acquisition in computing his 
scientific research tax credit for a subsequent taxation year)”. 


Selected Cases [s. 127.3]: Mort (C.L.) v. Canada, [1993] 1 
C.T.C. 99 (FCTD) (Financing arrangements “substantially ad- 
vanced” when moratorium on SRTC program announced). 


Definitions [s. 127.3]: “amount” — 248(1); “Canada” — 255; 
“capital gain” — 39(1)(a), 248(1); “capital property” — 54, 248(1); 

“corporation” — 248(1), Interpretation Act 35(1); “deferred profit 
sharing plan”, “employee benefit plan”, “individual”, Rees — 
248(1); “person” — 127.3(7), 248(1); “prescribed” " 
lic corporation”. — 89(1), 248(1); “refundable Part VIII tax on 
hand” — 194(3), 248(1); “share” —248(1); “taxation year” — 249; 
“taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 
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127.4 (1) [Labour-sponsored funds tax credit] 
Definitions — In this section, 


“approved share” means a share of the capital stock 
of a prescribed labour-sponsored venture capital 
corporation; 


Related Provisions: 131(8) — Prescribed LSVCC is a mutual 
fund corporation; 211.7‘‘approved share’ — Definition applies to 
Part XII.5. 


History: The definition “approved share” in subsec. 127. 4(1) 
amended by 1997, c. 25, subsec. 37(1), apelicanht to 1996 et seq. It 
formerly read: 


“approved share” means a share of the:capital stock of a pre- 
scribed labour-sponsored venture capital corporation acquired 
or irrevocably subscribed and paid for by an individual where 
the individual is or will be the first person, other than a broker 
or dealer in securities, to be a registered holder thereof; 


“Approved share” in subsec. 127.4(1) substituted by 1994, c. 7, Sch. 
II (1991, c. 49), subsec. 105(1), applicable after 1988. That defini- 
tion formerly read: 


“approved share” means a share of the capital stock of a pre- 
scribed labour-sponsored venture capital corporation acquired 
by-an individual where the individual is the first person, other 


S. 127.4(1) qua 


than a broker or dealer in securities, to bea registered holder 
of that share; 


Regulations: 6701 (prescribed labour- “sponsored venture capital 
corporation)... 


Sut hany apetianeel funds. tax credit” — 


[Repealed] - 
History: The definition “abour-sponsored funds tax credit”, in sub- 


sec. 127.4(1) repealed by 1997, c..25, subsec. 37(2), applicable to 
1996 et seq. It formerly read: 


“Jabour-sponsored funds tax credit” of an individual for a tax- 
ation year means the amount computed under subsection (3) 
in respect of the individual for that year; 


“net cost” to an individual of an approved share 
means the amount, if any, by which 


(a) the amount of consideration paid by the indi- 
vidual to acquire or subscribe for the share 


exceeds. 


(b) the amount of any assistance (other than an 
amount included in computing a tax credit of the 
individual in respect of that share) provided or to 
be.provided by a government, municipality or 
any public authority in respect of, or for the ac- 
quisition of, the share; 

Related Provisions: 211.7“net cost” — Definition applies.to.Part 

XIL5. 


History: “Net cost” in subsec. 127.4(1) amended to substitute that 
portion preceding para. (b) by 1994, c. 7, Sch. IV(1991,c. 49), sub- 
sec, 105(1), applicable after 1988. That portion formerly read: 


“net cost” to an individual of an approved share means the 
amount by which 
(a) the amount of the consideration for which = share 
was issued to the individual 


exceeds 


“original acquisition” of a share means the first ac- 
quisition of the share, except that 


(a) where the share is irrevocably subscribed and 
paid for before its first acquisition, subject to 
paragraphs (b) and (c), the original acquisition of 

the share is the first transaction whereby the share 
is irrevocably subscribed and paid for, 


(b) a share is deemed never to have been acquired 
and never to have been irrevocably subscribed 
and paid for unless the first registered holder of 
the share is, subject to paragraph (c), the first per- 
son to either acquire or irrevocably subscribe and 
pay for the share, and 


(c) for the purpose of this definition, a broker or 
dealer in securities acting in that capacity is 
deemed never to acquire or subscribe and pay for 
the share and never to be the cap holder of 
‘the share; 

Related Provisions: 204.8“original acquisition” — Definition 


applies to Part X.3; 211.7“original acquisition” — Definition ap- 
plies to Part XIL.5. 


History: The definition “original acquisition” added to subsec. 
127.4(1) by 1997, c. 25, subsec. 37(3), applicable after 1995. 


“qualifying trust”’ for an individual in respect of a 
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share means a trust governed by a registered retire- 
ment savings plan where 


(a) the individual makes contributions to the trust 
and those contributions (and no other funds) can 
reasonably be considered to have been used by 
the trust to acquire or subscribe for the share, and 


(b) the annuitant under the plan is the individual 
or a spouse of the individual; 


Related Provisions: 211.7“qualifying trust” — Definition ap- 
plies to Part XII.5. 


History: The definition “qualifying trust” added to subsec. 
127.4(1) by 1994, c. 8, subsec. 17(1), applicable to 1992 et seq. 


“tax otherwise payable” by an individual means the 
amount that would, but for this section and section 
120.1, be the tax payable under this Part by the 
individual. 


(2) Deduction of labour-sponsored funds tax 
credit — Subject to subsections (3) and (4), there 
may be deducted from the tax otherwise payable by 
an individual (other than a trust) for a taxation year 
such amount as the individual claims’ not exceeding 
the individual’s labour-sponsored funds tax credit 
limit for the year. 

Related Provisions: 127.4(5) — Determination of labour-spon- 
sored funds tax credit limit; 204.82 — Recovery of credit; 211.7 — 


Recovery of credit-where share redeemed or disposed of; 211.8 — 
Clawback of credit on disposition of share. 


History: Subsec. 127.4(2) amended by 1997, c. 25, subsec. 37(4), 
applicable to 1996 et seg. and, for the 1992 to 1995 taxation years, 
subsec. (2) shall be read as follows: 


(2) There may be-deducted from the tax otherwise payable by 
an individual (other than a trust) for a taxation year the lesser 
of $1,000 and the individual’s labour-sponsored funds tax 
credit (determined as if an approved share in respect of which 
an individual receives a payment under section 211.9 had 
never been either acquired nor irrevocably subscribed and 
paid for). 
Subsec. (2) formerly read: 

(2) There may be deducted from the tax MOG a payable by 
an individual (other than a trust) for a taxation year the lesser 


of $1,000 and the individual’s labour-sponsored funds tax 
credit for the year. 


Subsec. 127.4(2) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
69, applicable to 1992 et.seg. Subsec. (2) formerly read: 


(2) There may be deducted from the tax otherwise payable by 
an individual (other than @ trust) for a taxation year the lesser 
of $700 and the individual’s labour-sponsored funds tax 
credit for the year. 


(3) 3-year cooling-off period — Subject to sub- 
section (4), no amount may be deducted under sub- 
section (2) from an individual’s tax otherwise paya- 
ble for a taxation year that ends after 1996 where 


(a) an approved share of the capital stock of a 
corporation is redeemed, acquired or cancelled by 
the corporation 


(i) after March 5, 1996 (otherwise than pursu- 
ant to a request in writing made to the corpo- 
ration before March 6, 1996), and 


(ii) in the year or in either of the 2 preceding 
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taxation years; and 


(b) the original acquisition of the share was by 
the individual or by a qualifying trust for the indi- 
vidual in respect of the share. 


Related Provisions: 204.82 — Recovery of credit; 211.7 — Re- 
covery of credit where share redeemed or disposed of. 


History: Subsec. 127.4(3) amended by 1997, c. 25, subsec. 37(4), 
applicable to 1996 et seg. Subsec. (3) formerly read: 


(3) Computation of tax credit — The labour-sponsored 
funds tax credit of an individual for a taxation year is the total 
of all amounts, in respect of an approved share acquired or 
irrevocably subscribed and paid for by the individual (or by a 
qualifying trust for the individual in respect of the share) in 
the year or within 60 days after the end of the year (to the 
extent that it was not deducted in computing the individual’s 
tax payable under this Part for the preceding taxation year), 
each of which is 


(a) where a tax credit is provided under the law of a proy- 
ince in respect of the acquisition of, or subscription for, 
the share by the individual or the trust, and the share is» 
not a share of a registered labour-sponsored venture capi- 
tal corporation (within the meaning assigned by section 
204.8), the amount, if any, by which 


(i) 40% of the net cost to the individual or the trust of 
the share 


exceeds _ ; 
(ii) the amount of the tax credit so provided; and 


(b) in any other case, where the information return de- 
scribed in paragraph 204.81(6)(c) in respect of the.share - 
was filed with the individual’s return of income under . 
this Part for the year (other than a return of income filed 
under subsection 70(2), paragraph 104(23)(d) or 
128(2)(e) or subsection 150(4)), 20% of the net cost to 
the individual or the trust of the share. 


Subsec. 127.4(3) amended by 1994, c. 8, subsec. 17(2), applicable 
to 1992 et.seq. Subsec. (3) formerly read: 


(3) The labour-sponsored funds tax credit of an individual for 
a taxation year is the total of all amounts, in respect of an 
approved share acquired or irrevocably subscribed and paid 
for by the individual in the year or within 60 days after the 

.. end of the year (to the extent that it.was. not deducted in com- 
puting the individual’s tax payable under this Part for the pre-. 
ceding taxation year), each of which is 


(a) where a tax credit is provided under the law of a proy- 
ince in respect of the acquisition of, or subscription for, 
the share by the individual, and the share is not.a share of 
a registered labour-sponsored venture capital corporation 
(within the meaning assigned by section 204.8), the 
amount, if any, by which 


(i) 40% of the net cost to the individual of the share | 
exceeds 
(ii) the amount of the tax credit so provided, and: 
(b) in any other case, where the information return de- 
scribed in paragraph 204.81(6)(c) in respect of the share 
is filed with the individual’s return of income under this 
Part for the year (other than 4 return of income filed 
under subsection 70(2), paragraph 104(23)(d) or 
128(2)(e) or subsection 150(4)), 20% of the net cost to 
the individual of the share. 
Subsec. 127.4(3) substituted by 1994, c. 7, Sch! II (1991, c. 49), 
subsec. 105(2), applicable after 1988. Subsec. (3) formerly read: 


(3) The labour-sponsored funds tax credit of an individual for 
a taxation year is the total of all amounts in respect of an ap- 
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proved share acquired by the individual in the ‘year‘or: within 
‘60 days after the end of the year’ (to the extent it was not 
deducted in computing the individual’s tax payable. under this 
Part for the nace Pe taxation year), each of 
which is 


(a) where a tax credit is provided under the law of a prov- 
ince in respect of the acquisition of the share by the indi- 
vidual, the amount, if any, by which 


(i) 40% of the net cost to the individual of the share 
exceeds 
(ii) the amount of the tax credit,so provided, and 


_(b) in any other case, 20% of the net cost to the:individ- 
ual of the share. 


Pre-RSC History: See under subsec. 127.4(4). 


(4) Exceptions to cooling-off period — Subsec- 
tion (3) does not apply to an individual for a taxation 
year as a consequence of the redemption, acquisition 
or cancellation of a share where 


(a) the individual dies in the year and before the 
redemption, acquisition or cancellation; © 


(b) the individual’s. labour-sponsored funds tax 
. credit in respect of the original acquisition of the 
share is nil; 


(c) tax becomes payable under Part XIL5 because 
of the redemption, acquisition or cancellation; 


(d) an amount determined under regulations made 
for the purpose of clause 204.81(1)(c)(v)(F) is di- 
rected to be remitted to the Receiver General in 
order to permit the redemption, acquisition or 
cancellation; or 


(e). the individual becomes pel disabled and 
permanently unfit for work or terminally ill in the 
year 


(i) after the last original actuisition in the year 
of any approved share by the individual or by 
a qualifying trust for the individual in respect 
of that share, and ita 


(ii) before the redemption, acquisition or 
cancellation. 


Related Provisions: 40(2)(i) — Determination of capital; 


117(1) — Tax payable under this Part; 127.4(6) — Determination 
of labour-sponsored funds tax credit; 186.1 — LSVCC exempt ee 
Part IV tax. 


History: Subsec. 127.4(4) amended by 1997, c. 25, subsec. 37(4), 
applicable to 1996 et seg. Subsec. (4) formerly read: 


(4) Idem — Notwithstanding subsection (3), where paragraph 
(3)(a) applies in computing an individual’s labour-sponsored funds 
tax credit for a taxation year in respect of an approved share and the 
amount of the tax credit referred to in that paragraph is less than 
20% of the consideration for which the share was issued, the 
amount determined under that paragraph for the year in respect of 
the share shall be deemed to be nil. 


Subsec. 127.4(4) amended by 1994, c. 8, subsec. 17(2), applicable 
to 1992 et seg. Subsec. (4) formerly read: 


(4) Notwithstanding subsection (3), where paragraph (3)(a) is 
applicable in computing an individual’s labour-sponsored 
fund tax credit for a taxation year in respect of an approved 
share acquired by the individual and the amount of the tax 
credit referred to in that paragraph is less than 20% of the 


-vidual’s 
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consideration for which the share was issued, the ‘amount de- 
termined under that paragraph for the year in respect of the 
share shall be deemed’ tovbe nil. 


Pre-RSC History: Subsecs. 127.4(3) and (4) substituted:by 1988, 
C.55,38.2.41 0: aBRHGARS to. 1988.et seg. Subsecs. (3) and (4) for- 
merly read: 


(3) Computation: of tak credit bong Ae ha sponsored 
funds tax credit of an individual for a taxation year is the ag- 
gregate of all amounts in respect of an approved share ac- 
quired by him in the year or within 60 days after the end of 
the year (to the extent that it was not included in computing 
“his tax payable for a previous taxation year) each of which is 
the amount, if any; by’ which 


(a) 40% of the net cost to him of the hare 
exceeds 


 (b) any tax credit Bravided tinder the law of a province in — 
“respect of the acquisition of the share by the individual. 


(4) Idem — Notwithstanding subsection (3), where the tax 
credit referred to in paragraph (3)(b) is léss than 20% of the 
consideration for which the share was issued, the amount de- 
termined under that subsection in respect of the share shall be 
deemed to be nil. : 


(5) — Labour-sponsored': funds tax credit 
limit — For the purpose of ‘subsection (2), an indi- 
labour-sponsored funds: tax credit limit for a 
taxation year.is.the lesser of 


(a) $525, and 
(b) the amount, if any, 6°83 which 


_ (i) the total of: all amounts each of which i is ; the 
individual’s labour-sponsored funds tax credit 
in respect of an original acquisition. in the year 
or in the first 60 days of the followings taxa- 
tion year of an approved share 


exceeds 


(ii) ‘the portion of the: total described in aie 
paragraph (i) that was deducted under subsec- 
tion (2) in computing the individual’s tax pay- 
able under this Part.for the preceding taxation 
year. 


Related Provisions: 127.4(6) — Determination: of labour-spon- 


sored funds tax credit. 


History: Subsec. 127. A(5) added by 1997,.c. 25, suhsee, 37(4), ap- 
plicable to 1996 ef seq.,. except that in its application.to the 1996 
taxation year, subsec, (5) shall be read as follows: 


(5) For the purpose of subsection (2), an individual’s labour- 
sponsored, funds tax credit limit for.a taxation year. is, the 
lesser of — 


(a) the total of 


(i). the lesser of $1,000. and the amount, if any, by 
which 


(A) the total of all amounts each of which’ is the 

individual’s labour-sponsored funds tax credit in 

respect of an original acquisition after '1995’and 
'before’March 6, 1996 of an approved share 


exceeds 


(B).,such portion of the amount,deducted under 
subsection (2) in computing the individual’s. tax 
payable under this Part for the 1995 taxation 
year as is attributable to the original acquisition 
after 1995 of an approved share, and 
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(ii) the amount, if any, by which $525 exceeds the 
amount determined under subparagraph (i) in respect 
of the individual for the year, and 

(b) the amount, if any; by which 


(i) the total of all amounts each of which is the indi- 

vidual’s labour-sponsored funds tax credit in respect 

of an original acquisition in the year or in the first 60 

days of the following taxation:year of an approved 
. share 


exceeds 


(ii) the portion of the total described in subparagraph 
(i) that was deducted under subsection (2) in comput- 
ing the individual’s tax payable under this Part for 
the preceding taxation year. 


(6) Labour-sponsored funds tax credit — For 
the purposes of subsections (4) and (5), an individ- 
ual’s labour-sponsored funds tax credit in respect of 
an original acquisition of an approved share is equal 
to the least of 


(a) 15% of the net cost to the individual (or to a 
qualifying trust for the individual in respect of the 
share) for the original acquisition of the share by 
the individual or by the trust, 


(b) nil, where the share was issued by a registered 
labour-sponsored venture capital corporation un- 
less the information return described in paragraph 
204.81(6)(c) is filed with the individual’s return 
of income for the taxation year for which a claim 
is made under subsection (2) in respect of the 
original acquisition of the share (other than a re- 
turn of income filed under subsection 70(2), para- 
graph 104(23)(d) or 128(2)(e) or subsection 
150(4)), 


(c) nil, where the individual dies after December 
5, 1996 and before the original acquisition of the 
share, and : 


(d) nil, where a payment in respect of the disposi- 
tion of the share has been made under section 
211.9. 


Related Provisions: 211.7“labour-sponsored funds tax credit” — 


Determination of credit for purposes of Part XII.5. 


History: Subsec. 127.4(6) added by 1997, c. 25, subsec. 37(4), ap- 
plicable to 1996 et seq., except that the reference to “15%” in para. 
(6)(a) shall be read as “20%” for original acquisitions that occurred 
before March 6, 1996. A 


Pre-RSC History [s. 127.4]: S. 127.4 added by 1986, c. 6, s. 73, 
applicable to shares acquired after May 23, 1985. 


Definitions [s. 127.4]: “amount” — 248(1); “annuitant” — 
146(1); “approved: share” — 127.4(1); “individual” — 248(1); “la- 
bour-sponsored funds tax credit” — 127.4(1), (6); “labour-spon- 
sored funds tax credit limit” — 127.4(5); “net cost” — 127.4(1); 
“original acquistion” — 248(1); “qualifying trust” — 127.4(1); 
“registered retirement savings plan” — 146(1), 248(1); “share” — 
248(1); “spouse” — 252(4)(a); “tax otherwise payable” — 127.4(1); 
“tax payable” — 248(2); “taxation year” — 249; “trust” — 104(1), 
248(1), (3). 


Forms [s. 127.4]: T5006 Supp: Statement of registered LSVCC 
class A shares. 


127.41 (1) Part XIl.4 tax credit [mining 
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reclamation trust beneficiary] — In this section, 
the Part XII.4 tax credit of a taxpayer for a particular 
taxation year means the total of 


(a) all amounts each of which is an amount deter- 
mined by the formula 


oie 
© 


where 


A is the tax payable under Part XII.4 by a min- 
ing reclamation trust for a taxation year (in 
this paragraph referred to as the “‘trust’s year”) 
that ends in the particular year, 


B is the amount, if any, by which the total of all 
-amounts in respect of the trust that were in- 
cluded (otherwise. than because of being a 
member of a partnership) because of the ap- 
plication of subsection 107.3(1) in computing 
the taxpayer’s income for the particular year 
exceeds the total of all amounts in respect of 
the trust that were deducted because of the ap- 
plication of subsection 107.3(1) in computing 
such income, and 


C is the trust’s income for the trust’s year, com- 
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puted without reference to subsections 104(4) 
to (31) and sections 105.to 107, and 


(b) in respect of each partnership of which the 
taxpayer was a member, the total of all amounts 
each of which is the amount that can reasonably 
be considered to be the taxpayer’s share of the 
relevant credit in respect of the partnership and, 
for this purpose, the relevant credit in respect of a 
partnership is the amount that would, if a partner- 
ship were a person and its fiscal period were its 
taxation year, be the Part XII.4 tax credit of the 
partnership for its taxation year that ends in the 
particular year. 

Related Provisions: 87(2)(j.93) — Amalgamations — continu- 

ing corporation; 126(7)“tax for the year otherwise payable under 

this Part’ — Credit under 127.41 pine for foreign tax credit 

purposes. 

History: Subsec. 127.41(1) added by 1995, c. 3, 's. 39, applicable to 

_ taxation years that end after February 22, 1994. 


(2) Reduction of Part | tax — There may be de- 
ducted from a taxpayer’s tax otherwise payable 
under this Part for a taxation year such amount as the 
taxpayer claims not exceeding the taxpayer’s Part 
XII.4 tax credit for the year. 


History: Subsec. 127.41(2) added by 1995, c. 3, s. 39, applicable to 
taxation years that end after February 22, 1994. 


(3) Deemed payment of Part | tax — There is 
deemed to have been paid on account of the tax pay- 
able under this Part by a taxpayer (other than a tax- 
payer exempt from such tax) for a taxation year on 
the taxpayer’s balance-due day for the year, such 
amount as the taxpayer claims not erareas the 
amount, if any, by which 


(a) the taxpayer’s Part XII.4 tax credit for the 
year 


exceeds 


(b) the amount deducted under ‘subsection (2) in 
computing the taxpayer’s tax payable | under this 
Part for the year. 


Related Provisions: 152(1)(b) — Reseda A a deemed 
paid; 157(3)(e) — Reduction in monthly corporate instalments to 
reflect credit; 163(2)(e) — Penalty for false statement or omission. 


History: The opening words of subsec. 127.41(3) amended by 
1997, c. 25, s. 38, applicable to 1996 et seq. The opening words 
formerly read: 


(3) There shall be deemed to have been paid on account of 
tax payable under this Part by a taxpayer (other than a tax- 
payer exempt from such tax) for a taxation year, where the 
‘taxpayer is an individual, on the individual’s balance-due day 
for the year and, where the taxpayer is a corporation, on the 
day referred to in paragraph 157(1)(b) on or before which the 
- remainder of the taxes payable under this Part for the year by 
the taxpayer would. be required to be paid if such a remainder 
were payable, such amount as the taxpayer claims not ex- 
~ ceeding the amount, if any, by which : 


Subsec. 127.41(3) added by 1995, c. 3, s. 39, apalicable to taxation 
years that end after February 22, 1994. 


Definitions [s. 127.41]: “amount”, “balance-due day” — 248(1); 
“fiscal period” — 248(1), 249(2)(b), 249.1; “mining reclamation 
trust” — 248(1); “Part XII.4 tax credit” — 127.41(1); “taxation 
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year” — 11(2), 249; “taxpayer” — 248(1); “trust’s year” — 


107.3(1). 


Division E.1 — Minimum Tax 


127.5 Obligation to pay minimum tax — Not- 
withstanding any other provision of this Act, but 
subject to section 127:55, where the amount that, but 
for sections 120 and 120.1, would be determined 
under Division E to be the tax payable by an individ- 
ual for a taxation year is less than the amount deter- 
mined under subparagraph (a)(i) in respect of the in- 
dividual, the tax payable under this Part for the year 
by the individual (other than a related segregated 
fund trust within the meaning assigned by paragraph 
138:1(1)(a) or a mutual fund trust) is the amount, if 
any, by which 


(a) the total of 


(i) the amount, if any, by which the minimum 
amount for the year of the individual deter- 
mined under section 127.51 exceeds the indi- 
vidual’s special foreign tax credit determined 
under section 127.54 for the year, and 


(ii) the total-of all amounts required under sec- 
tions 120 and 120.1 to be added to the tax oth- 
erwise payable under this Part by the individ- 
ual for the year 


exceeds 


(b) the amount, if any, that may be deducted 
under subsection 120.1(1) from the tax otherwise 
payable under this Part by the individual for the 
year. 
Related Provisions: 117(1) — “Tax payable” to be calculated 
without reference to minimum tax; 120.2 — Minimum tax carry- 
over; 127.54(2) — Foreign tax credit; 127.55 — Where minimum 
tax not applicable. 
Definitions: “amount”, “individual” — 248(1); 
trust” — 132(6), 248(1); “taxation year” — 249. 
Interpretation Bulletins: IT-270R2: Foreign tax credit. 


“mutual fund 
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Forms: T3 Sched. 12: Calculation of minimum tax; T7B-2: Calcu- 
lation of instalments on minimum tax; T7B-3: Calculation of instal- 
ments on minimum tax (farmers and fishermen); T691: Calculation 
of minimum tax; eS Minimum tax supplement — multiple 
jurisdictions. 3 


127.51 Minimum amount determined — An in- 
dividual’s minimum amount for a taxation year is the 
amount determined by the formula 


A®-C)- 
where 
A is the appropriate percentage for the year; 


B. is the individual’s adjusted taxable income for the 
year determined under section 127.52; 


C is the individual’s basic exemption for the year 
determined under section 127.53; and 


D is the individual’s basic minimum.tax credit for 
the year determined under section 127.531. 


Related Provisions: 127(5)— Investment tax. credit; 257— 
Formula cannot.calculate to less than ‘Zero. 


Pre-RSC History: S. 127.51 substituted by 1988, c. 55; s. HA, 
applicable to 1988 et seq. S. 127.51 formerly read: wee 


127.51 Minimum ‘amount determined — An individual’s 
minimum amount for a taxation year is 17% of the amount, if” 
any, by which his adjusted taxable income for the year deter- 
mined under section 127.52 exceeds his basic exemption for 
the year as determined under section 127.53. 


Definitions: “appropriate percentage”, “individual” — 248(1); 
“taxable income” — 2(2), 248(1); “taxation year” — 249. 


Forms: T3 Sched. 12: Calculation of minimum tax; T7B-2: Caleu 
lation of instalments on minimum tax; T7B-3: Calculation of instal- 
ments on minimum tax (farmers and fishermen); T691: Calculation 
of minimum tax; T691A: Minimum tax open — multiple 
jurisdictions. 


127.52 (1) Adjusted taxable income deter- 
mined — Subject to subsection (2), an individual’s 
adjusted taxable income fora taxation year is the 
amount. that would: be ,the individual’s taxable in- 
come for the-year or the individual’s taxable income 
earned in Canada for the year, as the case. may be, if 
it were computed on the assumption that 


(a) the total of all amounts deductible under any 
of paragraphs 8(1)(m) and 60(j) to (j.2),in com- 
puting the individual’s income for the year were 
the lesser of 


(i) the total of the amounts otherwise so;de- 
ductible, and 


(i) the total of » 


(A) the amount otherwise so deductible 
under paragraph 60(i) by reason of se 
tion 146(6.1), and 


(B) all amounts each of which. was. in- 
cluded in computing the individual’s. in- 
come for the year and is a single payment 
out of or under a deferred profit sharing 
plan, a superannuation or pension fund or 
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plan or a foreign retirement arrangement 


(I)-as a consequence of the death, with- 
_ drawal from the fund, plan.or arrange- — 

ment or termination of employment of 

a person, ) 


(II) on the winding- up of the fund, plan 
or arrangement in full satisfaction of all 
'. ‘rights of the payee in-or under the fund, — 
plan or arrangement, or 


(IID) to which the individual is entitled 
because of an amendment to the fund, 
plan or -arrangement; | 


(b) the total of all amounts deductible by the indi- 
vidual under paragraph 20(1)(a) for the year in 
respect of residential properties were the lesser of 
the total of all amounts otherwise so deductible 
by the individual for the year and the amount, if 
any, by which 


(i) the total of the.individual’s incomes for the 
year from the renting or leasing of residential 
properties owned by the individual or by.a 
_partnership, computed without reference to 
paragraph cu 


exceeds 


(ii) the total of the individual’s losses for ine 
year from the renting or leasing of residential 
properties owned by the, individual or. by a 
partnership, computed without reference to 
paragraph 20(1)(a); 


(c) the total of all amounts deductible by the indi- 
vidual under paragraph 20(1)(a) for the year in 
respect of film properties were the lesser of the 
total of all amounts otherwise so deductible by 
the individual for the year and the amount, if any, 
by which 


(i) the total of the individual’s incomes for ite 
year from the renting or leasing of film 
properties owned by the individual or by a 
partnership, computed without reference to 
paragraph 20(1)(a), 


exceeds: 


(ii) the total of the individual’s losses for the 
year from the renting or leasing of film 
properties owned by the individual or by a 
partnership, computed without reference to 
paragraph 20(1)(a); 


Div.. E,1 —-Minimum.Tax S., 127.52(1)(c.2)(i) 
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applies, 


(1) sections 38 and 41 were read without the 
references therein to “/s of’, and 


(ii) each amount deemed by subsection 
104(21) to be a taxable capital gain for the 
year of the individual were equal to 4s of that 
amount; 


(e) the total of all amounts deductible under sec- 
tion 65, 66, 66.1, 66.2 or 66.4 or under subsection 
29(10) or (12) of the Income Tax Application 
Rules in computing the individual’s income for 
the year were the lesser of the amounts otherwise 
so deductible by the individual for the year and 
the total of 


(i) the individual’s income for the year from 
royalties in respect of, and such part of the in- 
dividual’s income, other than royalties, for the 
year as may reasonably be considered as at- 
tributable to, the production of petroleum, nat- 
ural gas and minerals, determined before de- 
ducting those amounts, and 


(ii) all amounts included in computing the in- 
dividual’s income for the year under section 
59; 


? 


(f) subsection 82(1) were read without reference 
to that portion following paragraph 82(1)(a); 


(d) except in respect of dispositions of property 
occurring before 1986 or to which section 79 


(g) the total of all amounts deductible under sec- 
tion 104 in computing the income of a trust for 
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>the year were equal to the total of 


(i) the total of all amounts otherwise deducti- 
ble under that section, and 


(ii) the total of all amounts each oun et is 1/3 
(A) amounts adigeied by the trie under 
subsection 104(21) for the year, or 


(B) that ‘portion of a net ‘taxable capital 


gain of the trust that may ee be 


considered to. 


(I) be part of an amount “inoludets by 
virtue of subsection 104(13) or section 
105, in computing the income for the 
year of a non- cde beneficiary of 
the trust, or 


(II) have been paid in the year by a 
trust governed by an.employee benefit 
plan to a beneficiary thereunder; 


_ (h) the only amounts deductible under sections 
110 to 110.7 in computing the individual’s taxa- 


ble income for the year or taxable income earned | 


in Canada for the year, as the case may be, were 
the amounts deducted under any of subsections 


110(2), 110.6(2), (2.1), (3) and (12) and 110.7(1) 
and the amount that would be deductible under 
paragraph 110(1)(f) if paragraph (d) were appli- 


cable in computing the individual’s income for 
the year; 


(i) in computing the individual’s taxable income 
for the year or the individual’s taxable income 
earned in Canada for the year, as the case may be, 
the only amounts deductible under 
(i) paragraphs 111(1)(a), (c), (d) and (e) were 
the lesser of 
(A) the amount deducted under those 
paragraphs for the year, and, 
(B) the amounts that would be deductible 
under. those paragraphs. for the year if 
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(ii) paragraph 111(1)(b) were the lesser of 
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paragraphs (b), (c) and (e) of this subsec- 
tion were applicable in computing the indi- 
vidual’s non-capital loss, restricted farm 
loss, farni loss and the limited partnership 
loss for any taxation year beginning after 
1985, and — 


(A) the total of all amounts each of which 
is an amount that can reasonably be con-. 


‘sidered to be the amount that the individ- 


ual would have deducted under paragraph 

111(1)(b) had paragraph (d) of this subsec- 

tion been applicable in computing’ the 

amount deductible under paragraph 
111(1)(b), and . 


(B) the total of all amounts that would be 
deductible under paragraph 111(1)(b) if 
paragraph (d) of this subsection were ap- 
plicable in computing the total referred to 
in the definition “net capital loss” in sub- 
section 111(8) for any taxation year com- 
mencing after 1985; and 
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Qj) the Income Tax Application. Rules were read | a consequence of death. 
without reference to section 40 of that Act. History: Para. 127.52(1)(d) amended by 1994, c. 7, Sch. VIII 


Related Provisions: 127.52(2) — Certain CCA claims by part- (1993, Cc. 24), Sac: applicable to 1991 et Seq. Para. (1)(d) formerly 
nership deemed claimed by partner; 127.52(2.1) — Specified mem- | "44: 


ber of partnership — anti-avoidance rule; 248(8) — Occurrences as (d) except in respect of dispositions of property occurring 
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before 1986 or to which section 79 applies, sections 38 and 
41 were read without the references to the fraction set out in 
those two sections; 


Cl. 127.52(1)(a)Gii)(B) substituted by 1994, c..7, Sch. II (1991,.c. 
49), subsec. 106(1), aBpHCAnS to 1990. et seq. That cl. fopnerly 
read: 


(B) the total of all amounts each of which was included in 
computing the individual’s income for the year and which is a 
single payment out of or under a deferred profit sharing plan 
or a superannuation or pension fund or plan 


(I) as a consequence of the death, withdrawal from the 
fund or plan or termination of employment of a person, 


(II) on the winding-up of the fund or plan in full satisfac- 
tion of all rights of the payee in or under the fund or plan, 
or ay 
(IID) to which the individual is entitled by virtue of an 
amendment to the fund or plan; 
Para. 127.52(1)(h) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 106(2), applicable to 1986 et seq., except that in its applica- 
tion to the 1986 to 1988 taxation years the para. shall be read as 
follows: 


(h) the only amounts deductible under sections 110 to 110.7 
in computing the individual’s taxable income for the year or 
the individual’s ‘taxable income earned in Canada for the 
year, as the case may be, were the amounts deducted under 
any of paragraph 110(1)(i) and subsections 110(2), 110.6(2), 
(2.1), (3) and (12) and 110.7(1) of this Act and subsection 
110.4(1) of the Income Tax Act, chapter 148 of the Revised 

Statutes of Canada, 1952, as it applied to taxation years end- 
ing before 1988 and the amount that would be deductible 
under paragraph 110(1)(f) if paragraph (d) were applicable in 
computing the individual’s income for the year; 


Para. (1)(h) formerly read: 


(h) the only amounts deductible under sections 110 to 110.7 
in computing the individual’s taxable income for the year or 
the individual’s taxable income earned in Canada for the 
year, as the case may be, were the amounts deducted under 
any of paragraphs 110(1)(f) and (i) and subsections 110(2), 
110.6(2), (2.1), (3) and (12) and 110.7(1) of this Act and sub- 
section 110.4(1) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, computed without re ll 
ence to this section; 


Subpara. 127.52(1)(i)G) substituted by 1994, c..7, Sch. II (1991, c. 
49), subsec. 106(3), applicable to taxation years beginning after 
1985. Subpara. (1)(i)@) formerly read: 


(i) paragraphs 111(1)(a), (c) and (d) were the lesser of 


(A) the amount deducted under éach of those paragraphs, 
and 


(B) the amount that would be deductible under each of 
those paragraphs if paragraphs (b), (c) and (e) of this sub- 
section were applicable in determining the amount for E 
in the definition “non-capital loss” in subsection 111(8) 
for any taxation year commencing after 1985, and 


Pre-RSC History: Para. 127.52(1)(a) substituted by 1990, c. 35, Ss. 
11, applicable to 1990 et seq. except that in its application to the 
1990 taxation year the para. shall be read as follows: 


(a) the aggregate of all amounts deductible under any of ~ 
paragraphs 8(1)(m) and (m.1) and 60(i) to G.2) in computing 
the individual’s income for the year were the lesser of 


(i) the aggregate of the amounts otherwise so, deductible, 
and 


(ii) the aggregate of all amounts each of which was in- 
cluded in computing the individual’s income for the year 
and that is a single payment out of or under a deferred 


S. 127.52(2) 


profit sharing plan‘or a superannuation or pension fund or 
plan 


(A) as a consequence of the death, withdrawal from 
the fund or plan or termination of employment of a 
person, 


(B) on the winding-up of the fund or surety in full sat- 
isfaction of all rights of the payee in or under the 
fund or plan, or 


(C) to which the individual is entitled by reason of an 
amendment to the fund or plan; 


Para. 127.52(1)(a) formerly read: 


(a) the aggregate of all amounts deductible under any of 
paragraphs 8(1)(m) and (m.1) and 60(i) to (k) in computing 
his income for the year were the lesser of | 
(i) the aggregate of the amounts OIG Wises SO deductible 
~~ by him, and — 


(ii) the aggregate of all amounts each of which was 5 in- 
cluded in computing his income for the year and which is 
a single payment out of or pursuant to a deferred profit — 
sharing plan or a superannuation or pension fund or plan 


(A) upon the death, withdrawal from the fund or plan 
or termination of employment of a person, 


(B) upon the winding-up of the fund or plan in full 
satisfaction of all rights of the payee in or under the 
fund or plan, or 


(C) to which he is entitled by virtue of an amend- 
ment to the fund or plan; 


Para. 127.52(1)(d) substituted by 1988, .c.°55, subsec. 112(1) appli- 
cable to 1986 et seg. Para. 127.52(1)(d) formerly read: 


(d) sections 38 and 41 were read without the references 
therein to “'/2 of” in respect of peposhans of property occur- 
ring after 1985; et 


That portion of subpara. 127.52(1)(g)Gi) preceding subcl. Brey 
amended to substitute “each of which is /3 of” for “each of which 
is’, by 1988, c. 55, subsec. 112(2), applicable to 1988 et seq., ex- 
cept that in its application to taxation years ending before 1990 the 
reference to “'/3” in subpara. 127. S2(1)(g)Gi) shall be read as a refer- 
ence to “2”. 


Para. 127.52(1)(h) substituted by 1988, c. 55, subsec. 112(3), appli- 
cable to 1987 et seq. except that, in its application to the 1987 taxa- 
tion year, para. 127.52(1)(h) shall be read as follows: 


(h) the only amounts deductible under sections 109 to 110.7 
in computing his taxable income for the year or his taxable 
income earned in Canada for the year, as the case may be, 
were the amounts deducted under any of subsection 109(1), 
paragraphs 110(1)(a) to (c), (e), (f), (g) and (i) and -subsec- 
tions 110(2), 110.4(1), 110.6(2), (3) and (12) and 110.7(1) 
computed without reference to this section; 


Para. 127.52(1)(h) formerly read: 


(h) the only amounts deductible under sections 109 to 110.6 
in computing his taxable income for the year or his taxable 
- income earned in Canada for the year, as the case may be, 
were the amounts deducted under any of subsections 109(1), 
paragraphs 110(1)(a) to (c), (e), (f), (g) and (i) and subsec- 
tions 110(2), 110.4(1) and 110.6(2), (3) and (12) computed 
without reference to this section; 
Advance Tax Rulings: ATR-28: Redemption of capital stock of 
family farm ‘corporation. 


(2) Partnerships— For the purposes of 
paragraphs (1)(b) and (c), where an individual was a 
member of that partnership at the end of its fiscal pe- 
riod, any amount deducted by that partnership as a 
deduction under paragraph 20(1)(a) in respect of a 
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residential property or a film property in computing 
its income shall, to the extent of the individual’s 
share thereof, be deemed to have been deducted by 
the individual under that paragraph in computing the 
individual’s income in respect of the property for the 
taxation year in which the fiscal period ended. 


“film property” means a property described in para- 
graph (n) of Class 12, or paragraph (w) of Class: 10, 
of Schedule II to the Income Tax Regulations; 
Pre-RSC History: The definition “film property” in subsec, 
127.52(3) amended’ to substitute “Class 12 or paragraph (w) of 
Class 10, of Schedule IT’ for “Class 12 of Schedule II” by 1988, c. 
55, subsec. 112(4), applicable with respect to property acquired af- 
ter 1987. 


“residential property” means a property described 
in Class 31 or 32 of Schedule II to the Income Tax 
Regulations. and furniture, fixtures and equipment, if 
any, located in, and ancillary to, that property 


Definitions [s. 127.52]: “amount” — 248(1); “Canada” — 255; 
“deferred profit sharing plan” — 147(1), 248(1); “employment” — 
248(1); “farm loss” —111(8), 248(1); “film property” — 
127.52(3); “fiscal period” — 248(1), 249(2)(b), 249.1: “flow- 
through share” — 66(15), 248(1); “foreign retirement’ arrange- 
ment” — 248(1); “identical” — 40(3.5), 248(12): “individual” — 
248(1); “limited partner’ 127.52(3);. “limited partnership 
loss” — 96(2.1)(e),. 248(1);, “mineral” — 248(1); “non-capital 
loss” —,111(8), 248(1); “person”, “property”, “regulation” — 


(3) Definitions — For the purposes of this section, 


1168 


Div. E.1 — Minimum Tax 


248(1); “rental or leasing property”, “residential property” — 
127.52(3); “restricted farm loss” — 31, 248(1); “specified mem- 
ber? — 127.52(2.1), 248(1); “taxable income” — 2(2), 248(1); “tax- 
able income earned. in Canada” — 115(1), 248(1);. “taxation 
year’  — 249; “trust” — 104(1), 248(1), (3). 


Forms [s. 127.52]: T3 Sched. 12: Calculation of minimum tax: 
T7B-2: Calculation of instalments on minimum tax; T7B-3: Calcu- 
lation of instalments on minimum tax (farmers and fishermen); 
T691: Calculation of minimum tax; T691A: Minimum tax: supple- 
ment — multiple jurisdictions. 


127.53 (1) Basic exemption. — An individual’s 
basic exemption for a taxation year is 


(a), $40,000, in the; case of an individual other 
‘than .a trust;, 


1 (b) $40,000, in the case of a testamentary trust or 
an inter vivos trust described ‘in’ subsection 
122(2); and 
(c) in any other case, nil. 


(2) Multiple trusts — Notwithstanding paragraph 
(1)(b), where more than one trust described in that 
paragraph arose as a consequence of contributions to 
the trusts by an individual and those trusts have filed 
with the Minister in prescribed form, an agreement 
whereby, for the purpose of this Division, they allo- 
cate an amount to one or more of them for a taxation 
year and the total of the amounts so allocated does 
not exceed $40,000, the basic exemption for the year 
of each of the trusts is the amount so allocated to it. 


Related Provisions: 104(2) — Grouping of se trusts for 
regular tax purposes. 


(3) Failure to file agreement — Notwithstanding 
paragraph (1)(b), where more than one trust de- 
scribed in that paragraph arose as a consequence of 
contributions to the trusts by an individual and no 
agreement as contemplated by subsection (2) has 
been filed with the Minister before the expiry of 30 
days after notice in writing has been forwarded by 
the Minister to any of the trusts that such an agree- 
ment is required for the purpose: of an assessment of 
tax under this Part, the Minister may; for the purpose 
of this Division, allocate an amount to one or more 
of the trusts for a taxation year, the total of all of 
which amounts does not exceed $40,000; and the,ba- 
sic exemption for the year of each of the trusts 1s the 
amount so allocated to it. 

Definitions: “amount”, id ccosemnent “individual” — 248(1); “ 

ter vivos trust” — 108(1), 248(1); “Minister”, “prescribed” — 
248(1): “taxation year” — 249; “testamentary trust” — 108(1), 
248(1); “trust” — 104(1), 248(1), (3); “writing” — Interpretation 
Act 35(1). 


interpretation Bulletins: IT-406R2: Tax payable by an inter | 


vivos trust. 


Forms: T3 Sched. 12: Calculation of minimum tax; T691: Calcula- 
tion of minimum tax; T691A: Minimum tax supplement — multiple 
jurisdictions. 


127.531 Basic minimum tax credit deter- 
mined — An individual’s basic minimum tax credit 
for a taxation year is the total of amounts that may 


S. 127.55(d), 


be deducted in computing the individual’s tax paya- 
ble for the year under this Part under any of subsec- 
tions 118(1) and (2), sections 118.1 and 118.2, sub- 
section 118.3(1) and sections 118.5 to 118.7. 


Pre-RSC History: S. 127.531 added by 1988, c. 55, s. 113, appli- 


. cable to 1988 et seq. 


Definitions: “amount”, “individual” — 248(1); 
248(2); “taxation year” — 249. 


“tax payable” — 


127.54 (1) Definitions — In this section, 


“foreign income” of an individual for a taxation 
year means the total of 


(a) the individual’s incomes for the year from 
businesses carried on by the individual in coun- 
tries other than Canada, and 


(b) the individual’s incomes for the year from 
sources in countries other than Canada in respect 

_ of which the individual has paid non-business-in- 
come taxes, within the meaning assigned by sub- 
section 126(7), to governments of countries other 
than Canada; 


_ “foreign taxes” of an individual for a taxation year 


means the total of the business-income taxes, within 


the meaning assigned by subsection 126(7), paid by 


the individual for the year in respect of businesses 
catried on by the individual in countries other than 
Canada and 7/3 of the non-business-income taxes, 
within the meaning assigned by that subsection, paid 
by the individual for the year to the governments of 


- countries other than Canada. 


(2) Foreign tax credit — For the purposes of sec- 
tion 127.5, an individual’s special foreign tax credit 
for a taxation year is the greater of 
(a) the total of all amounts deductible under sec- 
tion 126 from the individual's: tax for the year, 
and 
(b) the lesser of 


(i) the individual’s foreign taxes for the: year, 


and 
(ii) 17% of the individual’s foreign income for 
the year. 
Definitions [s. 127.54]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “foreign income”, “foreign taxes” — 127.54(1); “indi- 


vidual” — 248(1); “taxation: year” — 249. 


127.55 Application. of section 127.5 — Section 


_ 127.5 does not apply in respect of 


(a) a return of income of an individual filed under 
subsection 70(2), paragraph 104(23)(d) or 
128(2)(e) or subsection 150(4); 


(b) a taxation year of an individual in respect of 
which the individual has made an election under 
section 119; 

(c) an individual for the taxation year in which 
the individual dies; 


(d) an individual for the 1986 taxation year if the 
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individual dies in 1987; and 

(e) a trust described in paragraph 104(4)(a) or 
(a.1) for its taxation year that includes the day de- 
termined in respect of the trust under that 
paragraph. 


History: Para. 127.55(e) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 71, applicable to 1993 et seq. Para. (e) formerly read: 


(e) a trust described in paragraph 104(4)(a) for its taxation 
year in which the spouse referred to in that paragraph dies. 


Para. 127.55(e) added by 1994, c. 7, Sch. II (1991, c. 49), s. 107, 
applicable to 1986 et seq. 


Pre-RSC History: Para. 127.55(c) substituted and para. 127.55(d) 
added by 1988, c..55, s. 114, applicable to 1986 et seg. Para. 
127.55(c) formerly read: 


(c) a return of income for the 1986 taxation year of an indi- 
vidual who dies in 1986. 


Definitions [s. 127.55]: “individual” — 248(1); “mutual fund 
trust” — 132(6); “prescribed” — 248(1); “spouse” — 252(4)(a); 
“taxation year” — 249; “trust” — 104(1), 248(1), (3). 


Interpretation Bulletins: [T-326R2: Returns of deceased persons 
as “another person”. 


Pre-RSC History [Div. E.1]: Division E.1 (ss. 127.5 to 127.55) 
added by 1986, c. 55, s. 50, applicable to taxation years commenc- 
ing after 1985. 


Division F — Special Rules 
Applicable in Certain 
Circumstances 


Bankruptcies 


128. (1) Where corporation bankrupt — Where 
a corporation has become a bankrupt, the following 
rules are applicable: 


(a) the trustee in bankruptcy shall be deemed to 
be the agent of the bankrupt for all purposes of 
this Act; 


(b) the estate of the bankrupt shall be deemed not 
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to be a trust or an estate for the purposes of this 
Act; 


(c) the income and the taxable income of the cor- 
poration for any taxation year of the corporation 
during which it was a bankrupt and for any sub- 
sequent year shall be calculated as if 


(i) the property of the bankrupt did not pass to 
and vest in the trustee in bankruptcy on the re- 
ceiving order being made or the assignment 
filed but remained vested in the bankrupt, and 


(ii) any dealing in the estate of the bankrupt or 
any act performed in the carrying on of the 
business of the bankrupt estate by the trustee 
was done as agent on behalf of the bankrupt 
and any income of the trustee from such deal- 
ing or carrying on is income of the bankrupt 
and not of the trustee; 


(d) a taxation year of the corporation shall be 
deemed to have commenced on the day the cor- 
poration became a bankrupt and a taxation year 
of the corporation that would otherwise have en- 
ded after the corporation became a bankrupt shall 
be deemed to have ended on the day immediately 
before the day on which the corporation became a 
bankrupt; 


(e) where, in the case of any taxation year of the 
corporation ending during the period the corpora- 
tion is a bankrupt, the corporation fails to pay any 
tax payable by the corporation under this Act for 
any such year, the corporation and the trustee in 
bankruptcy are jointly and severally liable to pay 
the tax, except that 


(i) the trustee is only liable to the extent of the 
property of the bankrupt in the trustee’s pos- 
session, and 


(ii) payment by either of them shall discharge 
the joint obligation; 


(f) in the case of any taxation year of the corpora- 
tion ending during the period the corporation is a 
bankrupt, the corporation shall be deemed not to 
be associated with any other corporation in the 
year; and 


(g) where an absolute order of discharge is 
granted in respect of the corporation, for the pur- 
poses of section 111 any loss of the corporation 
for any taxation year preceding the year in which 
the order of discharge was granted is not deducti- 
ble by the corporation in computing its taxable 
income for the taxation year of the corporation in 
which the order was granted or any subsequent 
year. 
Related Provisions: 39(1)(c)(iv)(B) — Business investment loss 
on debt of bankrupt corporation; 50(1) — Capital loss on debts and 
shares of bankrupt corporation; 56.3 — No debt forgiveness reserve 
inclusion while corporation ‘bankrupt; 80(1)‘*forgiven 
amount” B(i) — Debt forgiveness rules do not apply; 129(1.1) — 
No dividend refund on dividend paid to bankrupt controlling corpo- 
ration; 181.1(3)(b) — Where tax not payable; 227(5) — Amount in 
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trust not part of estate. 
Regulations: 206(2) (information return). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-179R: Change of fiscal period (to be re- 
vised re bankrupt corporations — see I.T. Technical News No. 8); 
IT-206R: Separate businesses. 

|.T. Technical News: No. 8 (bankrupt corporation — change of 
fiscal period). 


(2) Where individual bankrupt — Where an in- 
dividual has become a bankrupt, the following rules 
are applicable: 


(a) the trustee in bankruptcy shall be deemed to 
be the agent of the bankrupt for all purposes of 
this Act; 


(b) the estate of the bankrupt shall be deemed not 
to be a trust or an estate for the purposes of this 
Act; 

(c) the income and the taxable income of the indi- 
vidual for any taxation year during which the in- 
dividual was a bankrupt and for any subsequent 
year shall be calculated as if 


(i) the property of the bankrupt did not pass to 
and vest in the trustee in bankruptcy on the re- 
ceiving order being made or the assignment 
filed but remained vested in the bankrupt, and 


(ii) any dealing in the estate of the bankrupt or 
any act performed in the carrying on of the 
business of the bankrupt estate by the trustee 

- was done as agent on behalf of the bankrupt 
and any income of the trustee from such deal- 
ing or carrying on is income of the bankrupt 
and not of the trustee; 


(d) except for the purposes of subsections 146(1) 
and 146.01(4), (9) and (10) and Part X.1, a taxa- 
tion year of the individual shall be deemed to 
have begun on the day in the calendar year on 
which the individual became a bankrupt and the 
individual’s taxation year that would otherwise 
have ended on the last day of that calendar year 
shall be deemed to have ended on the day imme- 
diately before the day the individual became a 
bankrupt; 

(d.1) where, by reason of paragraph (d), a taxa- 
tion year of the individual is not a calendar year, 


(i) paragraph 146(5)(b) shall, for the purpose 
of the application of subsection 146(5) to the 
taxation year, be read as follows: 


“(b) the amount, if any, by which 


(i) the taxpayer’s RRSP deduction 
limit for the particular calendar year 
in which the taxation year ends 


exceeds 


(ii) the total of the amounts deducted 
under this subsection and subsection 
(5.1) in computing the taxpayer’s in- 
come for any preceding taxation year 
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that ends in the particular calendar 


year.”’, 
and 


(ii) paragraph 146(5.1)(b) shall, for the pur- 
pose of the application of subsection 146(5.1) 
to the taxation year, be read as follows: 


“(b) the amount, if any, by which 


(i) the taxpayer’s RRSP deduction 
limit for the particular calendar year 
in which the taxation year ends 


exceeds 


(ii) the total of the amount deducted 
‘under subsection (5) in computing the 
taxpayer’s income for the year and 
the amounts deducted under this sub- 
section and subsection (5) in comput- 
ing the taxpayer’s income for any pre- 
ceding taxation year that ends in the 
particular calendar year.”; 


(d.2) where, by reason of paragraph (d), the indi- 
vidual has two taxation years ending in a calendar 
year, each amount deducted in computing the in- 
dividual’s income for either of the taxation years 
shall be deemed, for the purposes of the defini- 
tion “unused RRSP deduction room” in subsec- 
tion 146(1) and Part X.1, to have been deducted 
in computing the individual’s income for the cal- 
endar year; 


(e) where the individual was a bankrupt at any 
time in a calendar year the trustee shall, within 90 
days from the end of the year, file a return with 
the Minister, in prescribed form, on behalf of the 
individual of the individual’s income for any tax- 
ation year occurring in the calendar year com- 
puted as if 


(i) the only income of the individual for that 
taxation year was the income for the year, if 
any, arising from dealings in the estate of the 
bankrupt or acts performed in the carrying on 
of the business of the bankrupt by the trustee, 


(ii) in computing taxable income, the individ- 
ual was not entitled to any deduction permit- 
ted by Division C for that taxation year except 
any deduction permitted by section 111, and 


(iii) in computing the tax payable under this 
Part by the individual, the individual was not 
entitled to deduct any amount under any of 
sections 118 to 118.3, 118.5, 118.6, 118.8 and 
118.9, 


and the trustee is liable to pay any tax payable 
under this Part by the individual in respect of that 
taxable income for that taxation year, 


S. 128(2)(e)(ii) 


Income Tax Act, Part I 


1172 


(f) notwithstanding paragraph (e), the individual 
shall file a separate return of the individual’s in- 
come for any taxation year during which the indi- 
vidual was a bankrupt, computed as if 


(i) the income required to be reported in re- 
spect of the year by the trustee under para- 
graph (e) was not the income of the 
individual, 

(ii) in computing income, the individual was 
not entitled to deduct any loss sustained by the 
trustee in the year in dealing with the estate of 
the bankrupt or in carrying on the business of 
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the bankrupt, and , 

_ (iii) in computing taxable income, the individ- 
ual’ was ‘not entitled to any deduction under 
section 111 with respect to any losses for a 
previous taxation year, alt Vey 

and the individual is liable to pay any tax payable, 
under this Part by the individual in respect of that 


_ taxable income for the taxation year; 


(g)- where an absolute. order of discharge is 
granted in respect of the individual, for the pur- 
pose of section 111. any. loss.of the individual for 
a taxation year preceding the year in which the 
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order of discharge was granted is not deductible 
by the individual in computing the individual's 
taxable income for the taxation year in which the 
order was granted or any subsequent year; 


S. 128(2)(g) 


(h) where, in a taxation year commencing after an 
order of discharge has been granted in respect of 
the individual, the trustee deals in the estate of 
the individual who was a bankrupt or performs 
any act in the carrying on of the business of the 
individual, paragraphs (e), (f) and (g) shall apply 
as if the individual were a bankrupt in the year; 
and 


(i) the portion of the individual’s non-capital loss 
for a particular taxation year in which paragraph 
(e) applied in respect of the individual and any 
preceding taxation year that does not exceed the 
lesser of 


(1) the amount of the individual’s allowable 
business investment losses for the particular 
taxation year, and 


(ii) any portion of the individual’s non-capital 
loss for that particular year that was not de- 
ducted in computing the individual’s taxable 
income for any taxation year in which para- 
graph (e) applied in respect of the individual 
or any preceding taxation year, 


shall, for the purpose of determining the individ- 
ual’s cumulative gains limit under section 110.6 
for taxation years following the taxation year in 
which paragraph (e) was last applicable in respect 
of the individual, be deemed not to have been an 
allowable business investment loss. 


Related Provisions: 56.2, 56.3 — No debt forgiveness reserve 
inclusion while individual bankrupt; 80(1)“forgiven amount”B(i) — 
Debt forgiveness rules do not apply; 118.95 — Credits allowed on 
return filed by bankrupt individual; 120.2(4)(a) — No minimum tax 
carryover on individual’s return under 128(2)(f); 122.5(7) — GST 
credit for year of bankruptcy; 122.61(3.1) — Child Tax Benefit for 
year of bankruptcy; 127.1(1)(a) No refundable investment tax 
credit on individual’s return under 128(2)(f); 127.55 — Minimum 
tax not applicable; 150(1) — Returns; 150(3) — Trustee in bank- 
ruptcy required to file return; 227(5) — Amount in trust not part of 
estate; Reg. 2701(2) — Calculation of group term life insurance 
benefit where individual bankrupt. 


History: Para. 128(2)(d) amended by 1994, c. 8, s. 18, applicable to 
1993 et seg. Para. (d) formerly read: 


(d) except for the purposes of subsections 146(1) and 
146.01(4) and (9) and Part X.1, a taxation year of the individ- 
ual shall be deemed to have begun on the day in the calendar 
year on which the individual became a bankrupt and the indi- 
vidual’s taxation year that would otherwise have ended on the 
last day of that calendar year shall be deemed to have ended 
on the day immediately before the day the individual became 
a bankrupt; 


Para. 128(2)(d) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
72, applicable to 1992 et seq. Para. (2)(d) formerly read: 


(d) except for the purposes of subsection 146(1) and Part X.1, 
a taxation year of the individual shall be deemed to have 
commenced on the day in the calendar year on which the in- 
dividual became a bankrupt and the individual’s taxation year 
that would otherwise have ended on the last day of that calen- 
dar year shall be deemed to have ended on the day immedi- 
ately before the day on which the individual became a 
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bankrupt; 
Pre-RSC History: Para. 128(2)(d) amended to add “except for the 
purpose of subsection 146(1) and Part X.1,” and to substitute “the 
individual’s” for “his”, and paras. (d.1), (d.2) added, by 1990, c. 35, 
s. 12, applicable to 1991 et seq. 


Subpara. 128(2)(e)(iii) added by 1988, c. 55, s. 115, applicable to 
1988 et seq. 


Paras. 128(2)(d.1), (d.2) repealed, applicable to 1986 et seq., para. 
128(2)(i) added, applicable to 1985 et seg. by 1986, c. 6, subsecs. 
74(1), (2). Paras. (d.1), (d.2) formerly read: 


(d.1) each indexed security investment plan under which the 
individual was the participant at the end of the taxation year 
deemed by paragraph (d) to have ended shall be deemed to 
have been terminated immediately before that time and, not- 
withstanding paragraph 47.1(10)(f), the individual’s capital 
gain or capital loss for the year from each such plan shall be 
the amount of the individual’s gain or loss, as the case may 
be, for the year from that plan and the taxpayer shall be 
deemed not to have a capital loss from that plan for any sub- 
sequent taxation year; 


(d.2) where paragraph 47.1(10)(f) was applicable to the indi- 
vidual in respect of an indexed security investment plan in the 
taxation year deemed by paragraph (d) to have ended, the in- 
dividual shall, notwithstanding paragraph 47.1(10)(f), be 
deemed to have a capital loss for the year from the plan equal 
to the aggregate of all amounts that are obtained by determin- 
ing every amount that, but for this paragraph, would have 
been a capital loss of the individual from the plan for that 
year or any subsequent taxation year and not to have a capital 
loss from the plan for any subsequent taxation year; 


Paras. 128(2)(d.1), (d.2) added by 1984, c. 1, s. 74, applicable with 
respect to bankruptcies occurring after September 1983. 


Regulations: 206(2) (information return). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-179R: Change of fiscal period; IT- 
206R: Separate businesses; IT-415R2: Deregistration of registered 
retirement savings plans. 


(3) Definitions of “bankrupt” and “estate of 
the bankrupt” — In this section, “bankrupt” and 
“estate of the bankrupt” have the meanings assigned 
by the Bankruptcy and Insolvency Act. 


Related Provisions: 39(1)(c)(iv)(B) — Meaning of capital gain 
and capital loss. 

History: Subsec. 128(3) amended by 1994, c. 7, Sch. V (1992, c. 
27), para. 90(1)(q), to substitute “Bankruptcy and Insolvency Act” 
for “Bankruptcy Act’, in force November 30, 1992. 


“Bankrupt”: S. 2 of the Bankruptcy and Insolvency Act, R.S.C. 
1985, c. B-3 (as amended) defines “bankrupt” as follows: 


“bankrupt” means a person who has made an assignment or 
against whom a receiving order has been made or the legal 
status of that person; 


“estate of the bankrupt” per se is not defined therein. 
Definitions [s. 128]: “allowable business investment loss” — 
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38(c), 248(1); “amount” —.248(1); “associated” — 128(1)(f),. 256; 
“bankrupt” — 128(3), 248(1); “business” — 248(1); “capital gain”, 
“capital loss” — 39(1), 248(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “estate of the bankrupt” — 128(3); “individual”’, 
“Minister” — 248(1); “non-capital loss” —111(8), 248(1); “pre- 
scribed”, “property” — 248(1); “RRSP deduction limit” — 146(1), 
248(1); “tax payable” —248(2); “taxable income” == 2(2), 248(1); 
“taxation year’ — 128(2)(d), 249; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 


Changes in Residence 


128.1 (1) Immigration — For the purposes of this 
Act, where at a particular time a taxpayer becomes 
resident in Canada, 


~ (a) year-end, fiscal period — where the tax- 
_ payer is a corporation or a trust, 


(i) the taxpayer’s taxation year that would oth- 
erwise include the particular time shall be 
deemed to have ended immediately before the 
particular time and a new taxation year of the 
taxpayer shall be deemed to have begun at the 
particular time, and . 


(ii) for the purpose of determining the tax- 
payer’s fiscal period after the particular time, 
the taxpayer shall be deemed not to have es- 
tablished a fiscal period: before the particular 
time; 
(b) deemed: disposition — the taxpayer shall 
be deemed to have disposed, at the time (in this 
subsection® referred’ to as the “time of disposi- 
tion”) that is immediately before the time that is 
immediately before the particular time, of each 
property owned by the taxpayer, other than 


(i) property that would be taxable Canadian 
property if the taxpayer had been resident in 
Canada at no time in the taxpayer’s last taxa- 
tion year that began before the particular time, 


(ii) property that is described in the inventory 
of a business carried on by the taxpayer in 
Canada ‘at the time of disposition, 

(iii) eligible capital property in respect of a 
business carried on by the taxpayer in Canada 
at the time of disposition, 


(iv) property in respect of which the taxpayer 
elected under paragraph 48(1)(c),.as it read in 
its application before 1993, or subparagraph 
(4)(b)(iv) in respect of the last preceding time 
the taxpayer ceased to be resident in Canada, 
and 


(v) a right to acquire shares of the capital 
stock of a corporation where section 7 would 
apply if the taxpayer disposed of the right to a 
person with whom the taxpayer was dealing at 
arm’s length, 

for proceeds equal to its fair market value at the 

time of disposition; 

(c) deemed. acquisition — the taxpayer shall 
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be deemed to have acquired at the particular time 
each property deemed by paragraph. (b) to have 
been disposed of by the taxpayer, at a cost equal 
to the proceeds of disposition of the property; and 


(d) foreign affiliate — where the taxpayer was, 
immediately before the particular time, a foreign 
affiliate of another taxpayer that is resident in 
‘Canada, — he 


(i) the affiliate shall be deemed to have been a 
controlled foreign affiliate (within the mean- 
ing assigned by subsection 95(1)) of the other 
taxpayer immediately before the particular 
time, and : 


(ii) such amount as is prescribed ‘shall be in- 

cluded in the foreign accrual property income 

(within the meaning assigned by subsection 

95(1)) of the affiliate for its taxation year end- 

ing immediately before the particular time. 

Related Provisions: 44(2)(d) — Exchanges of property; 52(8) — 
Cost of corporation’s shares on its becoming resident in Canada; 
53(4) — Effect on adjusted cost base of share, partnership interest 
or trust interest; 54“superficial loss”(c) — Superficial loss rule does 
not apply; 96(8) — Cost of properties of partnership when partner 
becomes resident in Canada; 114 — Individual resident during only 
part of year. 


Regulations: 5907(13) (prescribed amount of FAPI; expected to 
be amended to apply to 128.1(1)(d)(i1)). 


1.T. Application Rules: 26(10) (ITAR 26 does not apply to prop- 
erty owned since, before 1972). 


(2) Idem — paid-up capital — For the purposes 
of this Act, where at a particular time a corporation 
becomes resident in Canada, in computing the paid- 
up capital at any time after the particular time in re- 
spect of a particular class of shares of the capital 
stock of the corporation; there shall ‘be deducted the 
amount determined by the formula 


Ao y(@ED) 
B 


where 


A is the paid-up capital, determined without refer- 
ence to this subsection, of the particular class of 
shares at the particular time; 


-B is the paid-up capital, determined without refer- 


ence to this subsection, in respect of all of the 
shares of the corporation at the particular time; 


C is the total of 


(a) the paid-up capital, determined without 
reference to this subsection, in respect of all 
of the shares of the corporation at the particu- 
lar time, 


(b).all amounts each of which is the amount of 

any debt owing by the corporation, or any 

other obligation of the corporation to pay an 

amount, that is outstanding at the particular 
~ time, and 


(c) any amount claimed under paragraph 
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D is the total of 


219(1)(h) by the corporation for its last taxa- 
tion year that began before the particular time: 
and 


(a) all amounts each of which is deemed by 
paragraph (1)(c) to be the cost to the corpora- 
tion of property (other than property described 
in paragraph (d)) deemed under paragraph 
(1)(c) to have been acquired by the corpora- 
tion at the particular time, 


(b) all amounts each of which is the cost 
amount to the corporation, immediately after 
the particular time, of property (other than a 
Canadian resource property or property de- 
scribed in paragraph (a) or (d)), 


(c) the total of 


(1) all Canadian exploration and develop- 
ment expenses incurred by the corporation 
before the particular time, except to the ex- 
tent that those expenses were deducted in 
computing a taxpayer’s income for a taxa- 
tion year that ended before the particular 
time, 


(ii) the corporation’s cumulative Canadian 
exploration expense at the particular time 
(within the meaning assigned by subsec- 
tion 66.1(6)), 


(iii) the corporation’s cumulative Canadian 
development expense at the particular time 
(within the meaning assigned by subsec- 
tion 66.2(5)), and 


(iv) the corporation’s cumulative Canadian 
oil and gas property expense at the particu- 
lar time (within the meaning assigned by 
subsection 66.4(5)), and 
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(d) the total of all amounts each of which is 
the paid-up capital in respect of a share of the 
capital stock of another corporation resident in 
Canada and connected with the corporation 
(within the meaning that would be assigned 
by subsection 186(4) if the references therein 
to “payer corporation” and “particular corpo- 
ration” were read as references to the other 
corporation and the corporation, respectively) 
immediately after the particular time, owned 
by the corporation at the particular time. 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


(3) Idem — In computing the paid-up capital at any 
time in respect of a class of shares of the capital 
stock of a corporation, there shall be added an 
amount equal to the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts deemed by subsec- 
tion 84(3), (4) or (4.1) to be a dividend on 
shares of the class paid before that time by the 
corporation 


exceeds 


(ii) the total that would be determined under 
subparagraph (i) if this Act were read without 
reference to subsection (2), and 


(b) the total of all amounts required by subsection 
(2) to be deducted in computing the paid-up capi- 
tal in respect of that class of shares before that 
time. 


(4) Emigration — For the purposes of this Act, 
where at any particular time a taxpayer ceases to be 
resident in Canada, 


(a) year-end, fiscal period — where the tax- 
payer is a corporation or a trust, 


(i) the taxpayer’s taxation year that would oth- 
erwise include the particular time shall be 
deemed to have ended immediately before the 
particular time and a new taxation year of the 
taxpayer shall be deemed to have begun at the 
particular time, and 


(ii) for the purpose of determining the tax- 
payer’s fiscal period after the particular time, 
the taxpayer shall be deemed not to have es- 
tablished a fiscal period before the particular 
time; 
(b) deemed disposition — the taxpayer shall 
be deemed to have disposed, at the time (in this 
paragraph and paragraph (d) referred to as the 
“time of disposition”) that is immediately before 
the time that is immediately before the particular 
time, of each property owned by the taxpayer, 
other than 


(i) where the taxpayer is an individual, prop- 
erty that would be taxable Canadian property 
if the taxpayer had been resident in Canada at 
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no time in the taxpayer’s last taxation year 
that began before the particular time, 


(ii) where the taxpayer is an individual, prop- 
erty that is described in the inventory of a bus- 
iness carried on by the taxpayer in Canada at 
the particular time, 


(iii) where the taxpayer is an individual, a 
right to receive a payment described in any of 
paragraphs 212(1)(h) and (j) to (q) or a right 
to receive any payment of a benefit under the 
Canada Pension Plan or a provincial pension 
plan as defined in section 3 of that Act, | 


(iv) where the taxpayer is an individual other 
than a trust, each capital property not de- 
scribed in any of subparagraphs (i) to (iii) in 
respect of which, on or before the taxpayer’s 
balance-due day for the taxation year in which 
the taxpayer ceased to be resident in Canada, 
the taxpayer elects in prescribed manner and 
furnishes to the Minister security acceptable 
to the Minister for the payment of the addi- 
tional tax that would have been payable by the 
taxpayer under this Part for the year had the 
taxpayer not so elected, 


(v) where the taxpayer is an individual other 
than a trust and was, during the 10 years im- 
mediately preceding the particular time, resi- 
dent in Canada for a period or periods total- 
ling 60 months or less, property that was 


(A) owned by the taxpayer at the time the 
taxpayer last became resident in Canada, 
or 


(B) acquired by the taxpayer by inheri- 
tance or bequest after the taxpayer last be- 
came resident in Canada, and 


(vi) a right to acquire shares of the capital 
stock of a corporation where section 7 would 
apply if the taxpayer disposed of the right to a 
person with whom the taxpayer was dealing at 
arm’s length, 


for proceeds equal to its fair market value at the 
time of disposition, which proceeds shall be 
deemed to have become receivable and to have 
been received by the taxpayer at the time of 
disposition; 

(c) reacquisition — the taxpayer shall be 
deemed to have reacquired, at the particular time, 
each property deemed by paragraph (b) to have 
been disposed of by the taxpayer, at a cost equal 
to the proceeds of disposition of the property; 


(d) individual — notwithstanding paragraphs 
(b) and (c), where a taxpayer who is an individual 
other than a trust so elects in prescribed manner, 
on or before the taxpayer’s balance-due day for 
the taxation year that includes the particular time, 
in respect of any property described in subpara- 
graph (b)(i) or (11), the taxpayer shall be deemed 
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to have disposed of the property at the time of 
disposition for proceeds equal to its fair market 
value at that time, and to have reacquired the 
property at the particular time at a cost equal to 
those proceeds; 


(e) deemed [taxable Canadian] property — 
capital property in respect of which a taxpayer 
elects under subparagraph (b)(iv) shall be deemed 
to be taxable Canadian property of the taxpayer 
from the particular time until the earlier of 


(i) the time when the taxpayer disposes of the 
property, and 
(ii) the time when the taxpayer next becomes 
resident in Canada; and | 
(f) losses on election — where a taxpayer 
elects under subparagraph (b)(iv) or paragraph 
(d), 
(i) the taxpayer’s income for the taxation year 
that includes the particular time shall be 
deemed to be the greater of 
(A) that income otherwise determined, and 
(B) the lesser of 


(I) that income determined without ref- 
erence to this subsection, and 


(II) that income determined without 
reference to subparagraph (b)(iv) and 
paragraph (d), and 
(ii) the amount of each of the taxpayer’s non- 
capital loss, net capital loss, restricted farm 
loss, farm loss and limited partnership loss for 
the taxation year that includes the particular 
time shall be deemed to be the lesser of 
(A) that amount otherwise determined, and 
(B) the greater of 


(I) that amount determined without ref- 
erence to this subsection, and 


(II) that amount determined without 
reference to subparagraph (b)(iv) and 
paragraph (d). 
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Related Provisions: 28(4), (4.1) — Farmer or fisherman ceasing 
to be resident in Canada; 44(2)(d) — Exchanges of property; 
53(4) — Effect on adjusted cost base of share, partnership interest 
or trust interest; 54“superficial loss”(c) — Superficial loss rule does 
not apply; 114 — Individual resident during only part of year; 
126(2.2) — Foreign tax credit on property deemed to be taxable Ca- 
nadian property; 159(4), (4.1) — Election where subsec. 128.1(4) 
Late fil- 

ing of elections under 128.1(4)(b)(Gv) and 128.1(4)(d); 226 — De- 

mand for payment of taxes owing when taxpayer leaving Canada, 

and seizure of goods; Reg. 600(b) — Late filing of election; Reg. 
 600(c), (c.1) — Late filing of elections under 128.1(4)(b)(iv) and 
128.1(4)(d). 


Regulations: 1300 (election under 128.1(4)(b)(iv)); 1302 (election 
under 128.1(4)(d)). 


Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options; IT-137R3: Additional tax on certain corporations car- 
rying on business in Canada; IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


Advance Tax Rulings: ATR-70: Distribution of taxable Cana- 
dian property by a trust to a non-resident. [This was the 1991 ruling 
criticized by the Auditor General in 1996 that led to the October ps 
1996 proposals — ed.]. 


Forms [subsec. 128.1(4)]: T2061: Election by emigrant to defer 
deemed disposition of property and capital gains thereon; T2061A: 
Election by emigrant to report deemed dispositions of taxable Cana-. 
dian property and capital gains and/or losses thereon. 


History [s. 128.1]: S. 128.1 enacted by 1994, c. 21, s. 62, applica- 
ble after 1992 except that where a corporation elects in accordance 
with para. 111(4)(a) of 1994, c. 21 (ie., elects before the end of 
December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the section applies to the corporation 
from the time at which the corporation was first granted articles of 
continuation (or similar constitutional documents) in any 
jurisdiction. 


Definitions [s. 128.1]: “amount”, “balance-due day”, “busi- 
ness” — 248(1); “Canadian exploration and development ex- 
penses”, “Canadian resource property” — 66(15), 248(1); “capital 
property” — 54, 248(1); “class of shares” — 248(6); “controlled 
foreign affiliate” — 95(1), 248(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “eligible capital property” — 54, 248(1); “farm 
loss” — 111(8), 248(1); “foreign affiliate” — 95(1), 248(1); “indi- 
vidual”, “inventory” — 248(1); “limited partnership loss” — 
96(2.1)(e), 248(1); “Minister” — 248(1); “net capital loss”, “non- 
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capital loss” — 111(8), 248(1); “paid-up capital” — 89(1), 248(1); 
“prescribed” — 248(1); “proceeds of disposition” — 54; “prop- 
erty” — 248(1);..“resident in Canada” — 250; “restricted farm 
loss” — 31, 248(1); “share” — 248(1); “taxable, Canadian. prop- 
erty” — 248(1); “taxation year” — 249; “taxpayer” — 248; “time 
of disposition” — 128.1(1)(b); “trust” — 104(1), 248(1), (3). 


128.2 (1) Cross-border mergers — Where a cor- 
poration formed at a particular time by the amalga- 
mation or merger of, or by a plan of arrangement or 
other corporate reorganization in respect of, 2 or 
more corporations. (each. of which is referred to in 
this section as a “‘predecessor’’) is. at. the particular 
time resident in Canada, a predecessor.that was not 
immediately before the particular time resident in 
Canada shall be deemed to have become resident in 
Canada immediately before the particular time. 


(2) idem — Where a corporation formed at a partic- 
ular time by the amalgamation or merger of, or by a 
plan of arrangement or other corporate reorganiza- 
tion in respect of, 2 or more corporations is at the 
particular time not resident in Canada, a predecessor 
that was immediately before the particular time resi- 
dent in Canada shall be deemed to have ceased to be 
resident in Canada immediately before the particular 
time. 


(3) Windings-up excluded — For greater cer- 
tainty, subsections (1) and (2) do not apply to reorga- 
nizations occurring solely because of the acquisition 
of property of one corporation by another corpora- 
tion, pursuant to the purchase of the property by the 
other corporation or because of the distribution of 
the property to the other corporation on the winding- 
up of the corporation. 
History [s. 128.2]: S. 128.2 enacted by 1994, c. 21, s. 62, applica- 
ble after 1992 except that where a corporation elects in accordance 
with para. 111(4)(a) of 1994, c, 21 (.e., elects before the end of 
December 1994 for new subsec. 250(5.1) to apply. in respect of 'a 
continuance before 1993), the section applies to the corporation 
from the time at which the corporation was first granted articles of 
continuation (or similar constitutional documents) in any 
jurisdiction. 
- Definitions [s. 128.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “predecessor” — 128.2(1); “property” — 248(1); “resi- 
dent in Canada” — 250. : 


Private Corporations 


129. (1) Dividend refund to private corpora- 
tion — Where a return of a corporation’s income 
under this Part for a taxation year is made within 3 
years after the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund’ without ‘application therefor an 
amount (in this: Act referred to as its “dividend 
refund” for the year) equal to the lesser of 


(i) ¥3 of all taxable dividends paid by the cor- 
poration on shares of its capital stock in the 
year and at a time when it was a private cor- 
poration, and 


S. 129(1) 


(ii) its refundable dividend tax on hand at the 
end of the year; and . 


(b) shall, with all due dispatch, make such a re- 
fund after mailing the notice of assessment if ap- 
plication therefor has been made in writing by the 
corporation within the period determined under 
paragraph 152(4)(b) or (c), as the case may be, 
within which the Minister may reassess tax paya- 
ble by the corporation for the year. 


Related Provisions: 15.1(2)(b) — Amount paid on small busi- 
ness development bond not a dividend for 129(1); 129(2) — Appli- 
cation to other liability; 131(5) — Mutual fund corporation deemed 
to be a private corporation; 141.1 — Insurance corporation deemed 
not to be private corporation; 152(1)(a) — Determination of refund 
by Minister; 157(3) — Reduction in instalment obligations to reflect 
dividend refund; 160.1 — Where excess refunded; 186(5) — 
Deemed private corporation; 260(7) — Securities lending arrange- 
ment — amount deemed paid as a taxable dividend. See additional 
Related provisions and Definitions, at end of s. 129. 


History: Subpara. 129(1)(a)(i) amended by 1996, c. 21, subsec. 
32(1), applicable to taxation years that end after June, 1995 except 
that, in its application to such taxation years that began before July 
1995, the subpara. shall be read as follows: 


(i) an amount in respect of taxable dividends paid by the cor- 
poration on shares of its capital stock in the year and at a time 
when it was a private corporation equal to the total of 


(A) 4 of all such dividends paid before July 1995, and 
(B) of all such dividends paid after June 1995, 
Subpara. (a)(i) formerly read: 


(i) Ys of all taxable dividends paid by the corporation in the 
year and at a time when it was a private corporation on shares 
of its capital stock, and 


All that portion of subsec. 129(1) preceding subpara. (a)(i1) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 73(1), appli- 
cable to 1993 et seg. except that in its application to taxation years 
beginning before 1993 and ending after 1992, subpara. 129(1)(a)() 
shall be read as' follows: 


(i) the total of 
(A) ¥/s of all taxable dividends paid by the corporation on 
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shares of its capital stock in the year and before 1993, 
where the corporation was a private corporation at the end 
of the year, and 


(B) '/s of all taxable dividends paid by the corporation on 
shares of its capital stock in the year and at a time after 
1992 when it was a private corporation, and 


That portion formerly read: 


129. (1) Dividend refund to private corporation — Where a 
corporation was, at the end of any taxation year, a private cor- 
poration and a return of its income for the year has been made 
within 3 years from the end of the year, the Minister 


(a) may, on mailing the notice of assessment for the year, 
refund without application therefor an amount (in this 
Act referred to as its “dividend refund” for the year) 
equal to the lesser of 


(i) '/s of all taxable dividends paid by it in the year on 
shares of its capital stock, and 


Pre-RSC History: Para. 129(1)(b) substituted by 1990, c. 39, s. 
30, applicable after April 27, 1989. Para. 129(1)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the corporation within 


(i) the 6 year period referred to in paragraph 152(4)(b), 
where that paragraph applies, and 


(ii) the 3 year period referred to in paragraph 152(4)(c), 
in any other case. 


Subpara. 129(1)(a)(i) amended to substitute “/s of all taxable divi- 
dends” for “'/s of all taxable dividends”, by 1988, c. 55, subsec. 
116(1), applicable to 1988 et seg., except that, in its application to 
taxation years commencing before 1988 and ending after 1987, sub- 
para. 129(1)(a)(i) shall be read as follows: 


(1) the aggregate of '/3 of all taxable dividends paid by it in the 
year and before 1988 and '/s of all taxable dividends paid by it 
in the year and after 1987 on shares of its capital stock, and 


Subpara. 129(1)(a)(i) amended to substitute “1/3” for “1/4” by 1986, c. 
55, subsec. 51(1), applicable to 1987 et seq., except that in its appli- 
cation to a taxation year commencing before 1987 and ending after 
1986, subpara. 129(1)(a)(i) shall be read as follows: 


(i) the aggregate of '/4 of all taxable dividends paid by it in the 
year and before 1987 and '/s of all taxable dividends paid by it 
in the year and after 1986, on shares of its capital stock, and 


Subsec. 129(1) amended by 1984, c. 45, subsec. 47(1), to substitute 
“3” for “4” and “and a return of its income” for “if a return of its 
income” in that portion preceding para. (a); to substitute “6” for “7” 
in subpara. (b)(i); and to substitute “3” for “4” in subpara. (b)(ii), 
applicable with respect to dividend refunds for 1983 et seq. 


Para. 129(1)(b) substituted by 1984, c. 1, subsec. 75(1), applicable 
after April 19, 1983. Para. 129(1)(b) formerly read: 


(b) shall make such a refund after mailing the notice of as- 
sessment if application therefor has been made in writing by 
the corporation within 4 years from the end of the year. 


Subpara. 129(1)(a)(i) substituted by 1977-78, c. 1, subsec. 62(1), 
applicable to 1978 et seq., to substitute “/s” for “/:”: and where a 
corporation has a taxation year part of which is before 1978 and part 
of which is after 1977, the subpara. shall be read as follows: 


“(i) the aggregate of '/s of all taxable dividends paid by it in 
the year and before 1978 and '/s of all taxable dividends paid 
by it in the year and after 1977, on shares of its capital stock, 
and”. 


Selected Cases [subsec. 129(1)]: Canwest Capital Inc. v. Can- 
ada, [1996] 1 C.T.C. 2974 (TCC) (Normal application of provision 
not to be altered by subsection 129(1.2)); King George Hotels Ltd. 
v. The Queen, [1981] C.T.C. 87 (FCA) (Refundable dividend tax 
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not created when property management business generates active 
business income). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-432R2: Benefits conferred on shareholders. 


(1.1) Dividends paid to bankrupt controlling 
corporation — In determining the dividend refund 
for a taxation year ending after 1977 of a particular 
corporation, no amount may be included by virtue of 
subparagraph (1)(a)(i) in respect of a taxable divi- 
dend paid to a shareholder that 


(a) was a corporation that controlled (within the 
meaning assigned by subsection 186(2)) the par- 
ticular corporation at the time the dividend was 
paid; and 

(b) was a bankrupt (within the meaning assigned 
by subsection 128(3)) at any time during that tax- 
ation year of the particular corporation. 


Pre-RSC History: Subsec. 129(1.1) added by 1977-78, c. 1, sub- 
sec. 62(2), applicable to 1978 et seq. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(1.2) Dividends deemed not to be taxable div- 
idends — Where a dividend is paid on a share of 
the capital stock of a corporation and the share (or 
another share for which the share was substituted) 
was acquired by its holder in a transaction or as part 
of a series of transactions one of the main purposes 
of which was to enable the corporation to obtain a 
dividend refund, the dividend shall, for the purpose 
of subsection (1), be deemed not to be a taxable 
dividend. 

Related Provisions: 987(2)(aa), (ii) — Amalgamations; 
88(1)(e.5) — Winding-up; 129(7) — Capital gains dividend ex- 
cluded; 248(10) — Series of transactions. See additional Related 
provisions and Definitions at end of s. 129. 


Pre-RSC History: Subsec. 129(1.2) added by 1988, c. 55, subsec. 
116(2) applicable with respect to dividends paid after 4 p.m. EDST, 
September 25, 1987 to a person who is exempt from tax under s. 
149 or is a corporation other than a private corporation and to divi- 
dends paid after November 27, 1987. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(2) Application to other liability — Instead of 
making a refund that might otherwise be made under 
subsection (1), the Minister may, where the corpora- 
tion is liable or about to become liable to make any 
payment under this Act, apply the amount that would 
otherwise be refundable to that other liability and no- 
tify the corporation of that action. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(2.1) Interest on dividend refund — Where a 
dividend refund for a taxation year is paid to, or ap- 
plied to a liability of, a corporation, the Minister 
shall pay or apply interest on the refund at the pre- 
scribed rate for the period beginning on the day that 
is the later of 


(a) the day that is 120 days after the end of the 
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year, and 


(b) the day on which the corporation’s return of 
income under this Part for the year was filed 
under section 150, unless the return was filed on 
or before the day on or before which it was re- 
quired to be filed, | 


and ending on the day on which the refund is paid or 
applied. 
History: Subsec. 129(2.1) added by 1994, c. 7, Sch. VII (1993, c. 


24), subsec. 73(2), applicable to dividend refunds paid or applied 
with respect to taxation years beginning after 1991. 


Selected Cases [Subsec. 129(2.1)]: Canwest Capital Inc. v. 
Canada, [1996] 1 C.T.C. 2974 (TCC) (Dividend was not caught by 
anti-avoidance provision). ) 


Regulations: 4301(b) (prescribed rate of interest). 


(2.2) Excess interest on dividend refund — 
Where, at any particular time, interest has been paid 
to, or applied to a liability of, a corporation under 
subsection (2.1) in respect of a dividend refund and 
it is determined at a subsequent time that the divi- 
dend refund was less than that in respect of. which 
interest was so paid or applied, 


(a) the amount by which the interest that was so 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined 
at the subsequent time to be the dividend refund 
shall be deemed to be an amount (in this subsec- 
tion referred to as the “amount payable”) that be- 
came payable under this Part by the corporation 
at the particular time; 


(b) the corporation shall pay to the Receiver Gen- 
eral interest at the prescribed rate on the amount 
payable, computed from the particular time to the 
day of payment; and 
(c) the Minister may at any time assess the corpo- 
ration in respect of the amount payable and, 
where the Minister makes such an assessment, 
the provisions of Divisions I and J apply, with 
such modifications as the circumstances require, 
in respect of the assessment as though it had been 
made under' section 152. 

Related Provisions: 20(1)(11) — Deduction on repayment of in- 


terest; 221.1 — Application of interest where legislation retroactive; 
248(11) — Interest compounded daily. 


History: Subsec. 129(2.2) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 73(2), applicable to dividend refunds paid or applied 
with respect to taxation years beginning after 1991. 


Regulations: 4301(a) (prescribed rate of interest). 


(3) Definition of “refundable dividend tax on 
hand” — In this section, “refundable dividend tax 
on hand” of a corporation at the end of a taxation 
year means the amount, if any, by which the total of 


(a) where the corporation was a Canadian-con- 
trolled private corporation throughout the year, 
the least of 


(i) the amount determined by the formula 


A-B 
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where 


A is 26 73% of the corporation’s aggregate 
investment income for the year, and 


B. is the amount, if any, by which 


(I) the amount deducted under subsec- 
tion 126(1) from the tax for the year 
otherwise payable by it under this Part 


exceeds 


(IL) 9 3% of its foreign investment in- 
come for the year, 


(ii) 26 7/3% of the amount, if any, by which the 
corporation’s taxable income for the year ex- 
ceeds the total of 


(A) the least of the amounts determined 
under paragraphs 125(1)(a). to (c) in re- 
spect of the corporation for the year, 

(B) 2% of the total of amounts deducted 
under subsection 126(1) from its tax for 
the year otherwise payable under this Part, 
and 


(C) !%4 of the total of amounts deducted 
under subsection 126(2) from its tax for 
the year otherwise payable under this Part, 
and 


(iii) the corporation’s tax for the year payable 
under this Part determined without reference 
to section 123.2, 


(b) the total of the taxes under Part IV payable by 
the corporation for the year, and 


(c) where the corporation was a private corpora- 
tion at the end of its preceding taxation year, the 
corporation’s refundable dividend tax on hand at 
the end of that preceding year 


exceeds 


(d) the corporation’s dividend refund for its pre- 
ceding taxation year. 


Related Provisions: 141.1 — Insurance corporation deemed not 
to be private corporation. 


History: Subsec. 129(3) substituted by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995 except that, in 
their application to such taxation years that began before July 1995, 
in computing the amount determined under each of subparas. 
129(3)(a)(i) and (ii) there shall be deducted an amount equal to that 
proportion of '/ of the amount otherwise determined under the sub- 
para. that the number of days in the year that are before July 1995 is 
of the number of days in the year. Subsec. 129(3) formerly read: 


(3) Definition of “refundable dividend tax on hand” — In 
this section, “refundable dividend tax on hand” of a corpora- 
tion at the end of any particular taxation year means the 
amount, if any, by which the total of 


(a) the total of all amounts each of which is an amount in 
respect of a taxation year commencing after it last be- 
came a private corporation and ending not later than the 
end of the particular taxation year and, where the taxation 
year commences after November 12, 1981, throughout 
which the corporation was a Canadian-controlled private 
corporation, equal to, in respect of taxation years ending 
before 1978, the least of, in respect of taxation years end- 
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ing after 1977 and commencing before 1987, 7 of the 
least of, in respect of taxation years commencing after 
1986 and before 1988, the least of, and in respect of taxa- 
tion years commencing after 1987, 4/s of the least of 


(i) 25% of the total of all amounts each of which is 


(A) in respect of a taxation year ending before 
November 13, 1981, the amount, if any, by 
which the total of its Canadian investment in- 
come for the year and its foreign investment in- 
come for the year exceeds the amount deductible 
under paragraph 111(1)(b) from the corpora- 
tion’s income for the year, or 


(B) in respect of a taxation year ending after No- 
vember 12, 1981, the amount, if any, by which 
the total of the amounts that would, if subsection 
(4) were read without reference to C in the defi- 
nition “Canadian investment income” in that 
subsection, be its Canadian investment income 
for the year and its foreign investment income 
for the year, exceeds the total of 


(1) the amount, if any, deducted under para- 
graph. 11.1(1)(b) from the corporation’s in- 
come for the year, and 


(II) the total of all amounts each of which is 
the amount of the corporation’s loss for the 
year from a source that is property, 


(11) the amount, if any, by which the total of 


(A) 25% of the corporation’s Canadian invest- 
ment income for the year, and 


(B) the amount, if any, by which 30% of the cor- 
poration’s foreign investment income for the 
year exceeds the total of amounts deducted 
under subsection 126(1) from the tax for the year 
otherwise payable by it under this Part, 


exceeds 25% of the amount, if any, deducted under 
paragraph 111(1)(b) from the corporation’s income 
for the year, 


(iii) 25%. of the amount, if any, by which the corpo- 


ration’s taxable income for the year excéeds the total 
of 


(A) the least of the amounts determined under 


paragraphs 125(1)(a) to (c) in respect of the cor- 
poration for the year, 


(B) '% of the total of amounts deducted under 
subsection 126(1) from its tax for the year other- 
wise payable under this Part, and 


(C) '% of the total of amounts deducted under 
subsection 126(2) from its tax for the year other- 
wise payable under this Part, and 


(iv) */+ of the amount of the corporation’s tax for the 
year payable under this Part determined without ref- 
erence to section 123.2, 


(b) the total of the taxes under Part IV payable by the 
corporation for the particular taxation year and any previ- 
ous taxation years ending after it last became a private 
corporation, and 


(b.1) the amount, if any, of the corporation’s addition at 
December 31, 1986 of refundable dividend tax on hand 


exceeds the total of 


(c) the total of the corporation’s dividend refunds for tax- 
ation years ending after it last became a private corpora- 
tion and before the particular taxation year, 


(d) the amount, if any, of the corporation’s reduction at 
December 31, 1977 of refundable dividend tax on hand, 
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and 


(e) the amount, if any,-of the corporation’s reduction at 
December 31, 1987 of refundable dividend tax on hand. 


That portion of subsec. 129(3) preceding para. (a) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 73(3), applicable to 1993 
et seq. That portion formerly read: 


(3) “Definition of refundable dividend tax on hand” — In 
this section, “refundable dividend tax on hand” of a private © 
corporation at the end of any particular taxation year means” 
the amount, if any, by which the total of 


Pre-RSC History: That portion of para. 129(3)(a) preceding sub- 
para. (i) substituted by 1988, c. 55, subsec. 116(3), applicable with: 
Tespect to taxation years commencing after 1987. That portion for- 
merly read: 


(a) the aggregate of all amounts each of which is an amount 
in respect of a taxation year commencing after it last became . 
a private corporation and ending not later than the end of the 
particular taxation year and, where the taxation year com- 
mences after November 12, 1981, throughout which the cor.” 
poration was a Canadian-controlled private corporation, equal 
to, in respect of taxation years ending before 1978 or com- _ 
mencing after 1986, the least of, and in respect of taxation 
years ending after 1977 and commencing before 1987, 7 of 
the least of 


Cl. 129(3)(a)(ii)(B) amended to substitute “30%” for “40%” by 
1988, c. 55, subsec. 116(4), applicable with respect to the determi- 
nation of amounts under that cl. in respect of taxation years ending 
after 1987, except that, in its application to taxation years com- 
mencing before 1988 and ending after 1987, cl. 129(3)(a)(ii)(B) 
shall be read as follows: ; 


(B) the amount, if any, by which the aggregate of 


(I) that proportion of 40% of the corporation’s foreign in- 
vestment income for the year that the number of days in 
the year that are before 1988 is of the number of days in 
the year, and 


(II) that proportion of 30% of the corporation’s foreign 
investment income for the year that the number of days 
in the year that are after 1987 is of the number of days in 
the year 


exceeds the aggregate of amounts deducted under subsection 
126(1) from the tax for the year otherwise payable by it under 
this Part, 


Subpara. 129(3)(a)(iii) substituted by 1988, c. 55, subsec. 116(5), 
applicable with respect to the determination of amounts under sub- 
para. 129(3)(a)(iii) in respect of taxation years commencing: after 
June 1988. Subpara. 129(3)(a)(iii) formerly read: . 


(iii) 25% of the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(A) 4 times the amount, if any, deductible under subsec- 
tion 125(1), 


(B) [Repealed] 


(C) '%4 of the aggregate of amounts deducted under sub- 
section 126(1), and 


‘(D) 2 times the aggregate of amounts deducted under 
subsection 126(2) 


from the tax for the year otherwise payable by it under this 
Part, and 


Subpara. 129(3)(a)(iv) substituted by 1988, c. 55, subsec. 116(6), 
applicable with respect to the determination of amounts under sub- 
para. 129(3)(a)(iv) in respect of taxation years commencing after 
1987. Subpara. 129(3)(a)(iv) formerly read: 


(iv) the amount of tax payable under this Part by the corpora- 
tion for the year determined without reference to section 
123.2, 
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Para. 129(3)(e) added by 1988, c. 55, subsec. 116(7), applicable to 
1988 et seq. 


All that portion of para. 129(3)(a) preceding subpara. (i) amended 
by 1986, c. 55, subsec. 51(2), applicable to taxation years com- 
mencing after 1986, to substitute “taxation years ending before 
1978 or commencing after 1986, the least of, and in respect of taxa- 
tion years ending after 1977 and commencing before 1987,” for 
“taxation years before 1978, the least of, and in respect of taxation 
years ending after 1977”. 


Subpara. 129(3)(a)(iv) amended to substitute “tax payable under 
this Part by the corporation for the year determined without refer- 
ence to section 123.2,” for “the tax for the year otherwise payable 
by it under this Part, and” and para. 129(3)(b.1) added by 1986, c. 
55, subsecs. 51(3), (4), applicable to 1987 et seg. 


Ci. 129(3)(a)(iii)(B) repealed by 1984, c. 45, subsec. 47(2), applica- 
ble to 1985 et seq.. Clause 129(3)(a)(iii)(B) formerly read: 


(B) 8 times the amount, if any, deductible under subsection 
125(1.1), 


Subcl. 129(3)(a)(i)(B)(), all that portion of subpara. 129(3)(a)Qi) 
following cl. (B) substituted by 1984, c. 1, subsecs. 75(2), (3), ap- 
plicable to 1983 et seg. and with respect to amounts. deductible 
under para. 111(1)(b) in respect of losses determined for 1983 et 
seq., to substitute “if any, deducted” for “deductible” wherever that 
expression appeared. 


All that portion of para. 129(3)(a) preceding subpara. 129(3)(a)Gi) 
substituted by 1980-81-82-83, c. 140, subsec. 90(1). That portion 
formerly read: 


(a) the aggregate of amounts each of which is an amount in 
respect of any taxation year commencing after it last became 
a private corporation and ending not later than the end of the 
particular taxation year equal to, in respect of taxation years 
ending before 1978, the least of, and in respect of taxation 
years ending after 1977, 7/3 of the least of 


(i) 25% of the amount, if any, by which the aggregate of 
its Canadian investment income for the year and its for- 
eign investment income for the year exceeds the amount 
deductible under paragraph 111(1)(b) from the corpora- 
tion’s income for-the year, 


Subpara. 129(3)(a)(iii) substituted by 1979, c. 5, subsec. 41(1), ap- 
plicable to taxation years commencing after 1979 in respect of cor- 
porations in existence on October 23, 1979 and to taxation years 
commencing after October 23, 1979 in any other case. Subpara. 
129(3)(a)(iii) formerly read: 


(iii) 25% of the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(A) 4 times the amount, if any, deductible under section 
| pan i 


(B) '% of the aggregate of amounts deducted under sub- 
section 126(1), and 


(C) 2 times. the aggregate of amounts deducted under 
subsection. 126(2) 


from the tax for the year otherwise payable by it under this 
Part, and 


(iv) the amount of the tax for the year otherwise payable by it 
under this Part, and 


Subsec. 129(3) substituted by 1977-78, c. 1, subsec. 62(3), applica- 
ble to 1978 et seg. Subsec. 129(3) formerly read: 


(3) In this section, “refundable dividend tax on hand” of a 
private corporation at the end of any particular taxation year 
means the aggregate of amounts each of which is an amount 
in respect of any taxation year commencing after it last be- 
came a private corporation and ending not later than the end 
of the particular taxation year, equal to the least of 


(a) 25% of the amount, if any, by which the aggregate of 


S. 129(3.1) 


its Canadian investment income for the year and its for- 
eign investment income for the year exceeds the amount 
deductible under paragraph 111(1)(b) from the corpora- 
tion’s income for the year, 


(b) the amount, if any, by which the aggregate of 


(i) 25% of the corporation’s Canadian investment in- 
come for the year, and 


(ii) the amount, if any, by which 40% of the corpora- 
tion’s foreign investment income for the year ex- 
ceeds the aggregate of amounts deducted under sub- 
section 126(1) from the tax for the year otherwise 
payable by it under this Part, 


exceeds 25% of the amount deductible under paragraph 
111(1)(b) from the corporation’s income for the year, 


(c) 25% of the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(i) 4 times the amount, if any, deductible under sec- 
tion 125, 


(ii) 1% of the aggregate of amounts deducted under 
subsection 126(1), and 


(iii) 2 times the aggregate of amounts deducted under 
subsection 126(2) 


from the tax for the year otherwise payable by it under 
this Part, and 


(d) the amount of the tax for the year otherwise payable 
by it under this Part, 


plus the aggregate of the taxes under Part IV payable by the 
corporation for the particular taxation ‘year and any previous 
taxation years ending after it last became a private corpora- 
tion, and minus the aggregate of the corporation’s dividend 
refunds for taxation years ending after it last became a private 
corporation and before the particular taxation year. 


Para. 129(3)(d) substituted by 1974-75-76, c. 26, subsec. 86(1), ap- 
plicable to taxation years ending after May 6, 1974. Para. 129(3)(d) 
formerly read: 
(d) the amount, if any, by which the tax for the year otherwise 
payable by it under this Part exceeds the aggregate of 


(i) the amount, if any, deductible under subsection 
124(2), and 


(ii) the amount, if any, deductible under section 127 


from the tax for the year otherwise payable by it under this 
Part, 


All that portion of subsec. 129(3) following para. (d) substituted by 
1973-74, c. 14, s. 40, applicable to 1972 et seq. 


Selected Cases [Subsec. 129(3)]: Groupe Commerce, Cie 
D’Assurance vy. Canada, [1996] 3 C.T.C. 2066 (TCC) (Affected 
corporation deemed not to be private corporation for all purposes of 
s. 129). 

Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-269R3: Part IV tax on taxable dividends received 
by a private corporation or a subject corporation. 


Forms: T1713: Addition at December 31, 1986 of RDTOH. 


(3.1) [Repealed] 


History: Subsec. 129(3.1) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995. Subsec. (3.1) 
formerly read: 


(3.1) Definition of “reduction at December 31, 1977 of 
refundable dividend tax on hand” — In subsection (3), “re- 
duction at December 31, 1977 of refundable dividend tax on 
hand” of a corporation means the amount that is '/3 of the 
amount, if any, by which the total of 


(a) the amount, if any, of the corporation’s refundable 
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dividend tax on hand at the end of its 1977 taxation year, 
and 

(b) the amount, if any, of the tax under Part IV payable 
by the corporation for its 1978 taxation year in respect of 
taxable dividends, received by it in that year and before 
1978, 


exceeds the total of 


(b) the amount, if any, of the tax payable under Part [V 
by the corporation for its last taxation year commencing + 
before 1987 in respect of taxable dividends received by it 
in that year and after 1986, 


(c) 4 of the taxable dividends, if any, paid by the corpo- 


exceeds the total of ration before 1987 in its last taxation year commencing 


inte : before 1987, and 
(c) the corporation’s dividend refund, if any, for its 1977 : 
taxation year, and (d) any amount added under paragraph 88(1)(e.5) in com- 


puting the corporation’s refundable dividend tax on hand 
at the end of its last taxation year commencing before 
1987 in respect of the refundable’ dividend tax on hand of 


(d) '/ of the taxable dividends, if any, paid by the corpo- 
ration in its 1978 taxation year and before 1978. 


Pre-RSC History: Subsec. 129(3.1) added by 1977-78, c. 1, sub- a subsidiary (within the meaning assigned by subsection 

sec. 62(3), applicable to 1978 et Seq. 88(1)) for its 1987 or 1988 taxation year. 

Interpretation Bulletins: IT-243R4: Dividend refund to private | Pre-RSC History: Subsec. 129(3.3) added by 1986, c. 55, subsec. 

corporations. 51(5), applicable to 1987 et seq. 
Interpretation Bulletins: IT-243R4: Dividend refund to private 

(3.2) [Repealed] corporations. 


Related Provisions: 131(5) — Mutual fund corporation deemed Forms: T713: Addition at December 31, 1986 of RDTOH. 
to be a private corporation. 


History: Subsec. 129(3.2) repealed by 1996, c. 21, subsec. 32(2), | (3.4) [Repealed] 
applicable to taxation years that end after June 1995.Subsec. (3.1) | Related Provisions: 248(10) — Series of transactions. 


formerly read: History: Subsec. 129(3.4) repealed by 1996, c. 21, subsec. 32(2), 
(3.2) Application — Where, in a taxation year commencing applicable to taxation years that end after June 1995.Subsec. (3.4) 
after November 12, 1981, a corporation that last became a formerly read: 


private corporation on or before that date and that was 
throughout the year a private corporation, other than a Cana- 
dian-controlled private corporation, has included in its in- 
come for the year an amount in respect of property that the 
corporation 


(a) disposed of before November 13, 1981, 


(b) was obligated to dispose of under the terms of an 
agreement in writing entered into before November 13, 
1981, or 


(c) is deemed by subsection 44(2) to have disposed of at 


(3.4) Reduction under para. (3.3)(a) — Where a corpora- 
tion has received a taxable dividend after February 25, 1986 
and before 1987 as part of a transaction effected after Febru- 
ary 25, 1986 or series of transactions each of which was ef- 
fected after that day and it may be reasonably considered that 
one of the main purposes thereof was to increase the corpora- 
tion’s refundable dividend tax on hand at the end of a taxation 
year by virtue of the application of subsection (3.3), the 
amount otherwise determined under paragraph (3.3)(a) in re- 
spect of the corporation shall be reduced by the tax payable 
under Part IV by the corporation in respect of the dividend. 


any time after November 12, 1981 by virtue of an event Pre-RSC History: Subsec. 129(3.4) added by 1986, ¢. 55, subsec, 


referred to in paragraph (b), (c) or (d) of the definition 


51(5), applicable with respect to taxable dividends received after 


“proceeds of disposition” in section 54 in respect of the February 25, 1986. 

disposition that occurred before November 13, 1981, 
paragraph (3)(a) shall apply as if the corporation were a Ca- (3.5) [Repealed] ' 
nadian-controlled private corporation throughout the year, ex- History: Subsec. 129(3.5) repealed by 1996, c. 21, subsec. 32(2), 
cept that the total of the amounts determined under that para- applicable to taxation years that end after June 1995.Subsec. (3.5) 
graph in respect of the year shall not exceed the amount that formerly read: 


would be so determined if the only income of the corporation 
for the year were the amount included in respect of the dispo- 
sition of such property. 


Pre-RSC History: Subsec. 129(3.2) added by 1980-81-82-83, c. 
140, subsec. 90(2). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(3.3) [Repealed] 


History: Subsec. 129(3.3) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995.Subsec. G:3) 
formerly read: 


(3.3) Definition of “addition at December 31, 1986 of 
refundable dividend tax on hand” —In subsection (3), 
“addition at December 31, 1986 of refundable dividend tax 
on hand” of a corporation means the amount that is ¥/2 of the 
amount, if any, by which 


(a) the amount, if any, of the corporation’s' refundable 
dividend tax on hand at the end of its last taxation year 
commencing before 1987, determined without reference 
to paragraph (3)(b.1), 
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(3.5) Definition of “reduction at December 31, 1987 of 
refundable dividend tax on hand” — In subsection (3), “re- 
duction at December 31, 1987 of refundable dividend tax on 
hand” of a corporation means the amount that is '/4 of the 
amount, if any, by which 


(a) the amount, if any, of the corporation’s refundable 
dividend tax on hand at the end of its last taxation year 
commencing before 1988, determined without reference 
to paragraph (3)(e), 


exceeds the total of 


(b) the amount, if any, of the tax payable under Part IV 
by the corporation for its last taxation year commencing 
before 1988 in respect of taxable dividends received by it 
in that year and after 1987, 


(c) ‘4 of the taxable dividends, if any, paid by the corpo- 
ration before 1988 in its last taxation year commencing 
before 1988, 


(d) any amount added, under paragraph 88(1)(e.5) in 
computing the corporation’s refundable dividend tax on 
hand at the end of its last taxation year beginning before 
1988, in respect of the refundable dividend tax on hand 
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of a subsidiary (within the meaning assigned by subsec- 
tion 88(1)) for.a taxation year ending after 1987, and 


(e) an amount equal to that proportion of '/s of the least of 
the amounts determined under subparagraphs (3)(a)(i) to 
(iv) in respect of its last taxation year commencing before 
1988 that the number of days in the year: that are after 
1987 is of the number of days in the year. 


Para. 129(3.5)(d) amended by 1994, c. 7, Sch. II (1991, c. 49),'s. 
108, applicable to 1988 e7 seg. Para. (d) formerly read: 


(d) any amount added under paragraph 88(1)(e.5) in comput- 
ing the corporation’s refundable dividend tax on hand at the 
end of its last taxation year commencing before 1988 in re- 
spect of the refundable dividend tax on hand of a subsidiary 
(within the meaning assigned by subsection 88(1)) for a taxa- 
tion year commencing after 1987, and 


Pre-RSC History: Subsec. 129(3.5) added by 1988, c. 55, subsec. 
116(8), applicable to 1988 et seq. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


Forms: T763: Reduction at Dec. 31, 1987, of refundable dividend 
tax on hand. 


(4) Definitions — The definitions. in this subsec- 
tion apply in this section. 
History: The opening words of subsec. 12(4) amended by 1996, c. 


21, subsec. 32(2), applicable to tax years that end after June 1995. 
They formerly read: 


(4) In subsection (3), 


“aggregate investment income” of a corporation 
for a taxation year means the amount, if any, by 
which the total of all amounts, each of whichis 


(a) the amount, if any, by which 


(i) the eligible portion of the corporation’s 
taxable capital gains for the year 


exceeds the total of 


(ii) the eligible portion of its allowable capital 
losses for the year, and . 


(iii) the amount, if any, deducted under para- 
graph 111(1)(b) in computing its taxable in- 
come for the year, or 


(b) the corporation’ s income for the year sierotn a 
source that is a property, other than 


(i) exempt income, 


(ii) an amount included under subsection 
12(10.2) in computing the corporation’s in- 
come for the year, 


(iii) the portion of any dividend that was de- 
ductible in computing the corporation’s taxa- 
ble income for the year, and 


(iv) income that, but for paragraph 108(5)(a), 
would not be income from a property, 


exceeds the total of all amounts, each of which is 
the corporation’s loss for the year from a source 
that is a property; 

Related Provisions: 123.3 — Refundable tax on CCPC’s invest- 


ment income; 129(3)(a)(i)A — Refund of 2673% of aggregate in- 
vestment income; 131(11)(b) — Application of definition to labour- 


S.129(4) Can 


sponsored venture capital corporation. 


History: The definition “aggregate investment income” added to 
subsec. 129(4) by 1996, c. 21, subsec. 32(2), applicable to tax years 
that end after June 1995. 


Interpretation Bulletins: [T-484R2: Business investment losses. 


“Canadian investment income” — [Repealed] 


History: The definition “Canadian investment income” in subsec. 
129(4) repealed by 1996, c. 21, subsec. 32(2), applicable to taxation 
years that end after June 1995. It formerly, read: 


“Canadian investment income” of a corporation for a taxation 
year means the amount. determined by the formula: 


(A+ B) —C 
_ where 


A is the amount determined by the formula 


(K =) = (MSN) 
where 


K _ is the total of such of the corporation’s taxable capi- 
tal gains for the year from dispositions of property as 
may reasonably be considered to be income from 
sources in Canada, 


Lis the total of all amounts each of which is the por- 
tion of a taxable capital gain referred to in the 
description of K in this definition from the disposi- 
tion by it of a property, other than a designated prop- 
erty, that may reasonably be regarded as having ac- 
crued while the property, or 4 property for which it 
was substituted, was property of a corporation other 
than a Canadian-controlled private corporation, an 
investment corporation, a mortgage investment cor- 
poration or a mutual fund corporation, 


M. is. the total of such of the corporation’s allowable 
capital losses for the year from. dispositions of prop- 
erty as may reasonably be considered to be losses 
from sources in Canada, and 


N__ is the total of all amounts each of which is the por- 
tion of an allowable capital loss referred to in the 
description of M in this definition from the disposi- 
tion by it-of a property, other than a designated prop- 
erty, that may reasonably. be regarded as having ac- 
crued while the property, or a property for which it 
was substituted, was property of a corporation other 
than a’ Canadian-controlled private corporation, an 
investment corporation, a mortgage investment cor- 
poration or a mutual fund corporation, 


B ._ is the total of all amounts each of which.is the corpora- 
tion’s income for the year from a source in Canada that is 
property (other than exempt income, an amount included 
under subsection 12(10.2) in the corporation’s income for 
the year, any. dividend the amount of which was deducti- 
ble in computing its taxable income for the year or in- 
come that, but for paragraph 108(5)(a), would not be in- 
come from a property), determined after deducting all 
outlays and expenses deductible in computing the corpo- 
ration’s income for the year to the extent that they can 
reasonably be regarded as having been made or incurred 
for the purpose of earning income from that property[, 
and] 


C.. is the total.of all amounts each of which is, the corpora- 
tion’s loss for the year from a source in, Canada that is a 
property; 

The description of B in “Canadian investment income” in subsec. 
129(4) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
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73(4), applicable to 1991 et seg. That description formerly read: 


B is the total of all amounts each of which is the corpora- 
tion’s income for the year from a source in Canada that is 
property (other than exempt income, any dividend the 
amount of which was deductible in computing its taxable 
income for the year or income that, but for paragraph 
108(5)(a), would not be income from a property), deter- 
mined after deducting all outlays and expenses deductible 
in computing the corporation’s income for the year to the 
extent that they may reasonably be regarded as having 
been made or incurred for the purpose of earning income 
from that property, and 


Pre-RSC History: The definition “Canadian investment income” 
was para. 129(4)(a). Descriptive subparagraphs have been re- 
placed by the formula. The pre-R.S.C. version read: 


(a) “Canadian investment income” of a corporation for a 
taxation year means the amount, if any, by which the aggre- 
gate of 
(i) the amount, if any, by which 
(A) the amount by which 


(I) the aggregate of such of the corporation’s 
taxable capital gains for the year from disposi- 
tions of property as may reasonably be consid- 
ered to be income from sources in Canada, 


exceeds 


(II) the aggregate of all amounts each of which 
is the portion of a taxable capital gain referred 
to in subclause (1) from the disposition by it of a 
property, other than a designated property, that 
may reasonably be regarded as having accrued 
while the property, or a property for which it 
was substituted, was property of a corporation 
other than a Canadian-controlled private corpo- 
ration, an investment corporation, a mortgage 
investment corporation or a mutual fund 
corporation 


exceeds 
(B) the amount by which 


(I) the aggregate of such of the corporation’s al- 
lowable capital losses for the year from disposi- 
tions of property as may reasonably be consid- 
ered to be losses from sources in Canada, 


exceeds 


(II) the aggregate of ali amounts each of which 
is the portion of an allowable capital loss re- 
ferred to in subclause (1) from the disposition by 
it of a property, other than a designated prop- 
erty, that may reasonably be regarded as having 
accrued while the property, or a property for 
which it was substituted, was property of a cor- 
poration other than a Canadian-controlled pri- 
vate corporation, an investment corporation, a 
mortgage investment corporation or a mutual 
fund corporation, and 


(ii) all amounts each of which is the corporation’s in- 
come for the year from a source in Canada that is prop- 
erty (other than exempt income, any dividend the amount 
of which was deductible in computing its taxable income 
for the year or income that, but for paragraph 108(5)(a), 
would not be income from a property), determined after 
deducting all outlays and expenses deductible in comput- 
ing the corporation’s income for the year to the extent 
that they may reasonably be regarded as having been 
made or incurred for the purpose of earning income from 
that property 


Income Tax Act, Part I 


exceeds 


(ii) the aggregate of amounts each of which is the corpo- 

ration’s loss for the year from a source in Canada that is 

a property; and 
Subpara. 129(4)(a)(ii) amended by 1985, c. 45, subsec. 74(1), to de- 
lete the words “income from real property of a corporation that is 
not a Canadian-controlled private corporation” which preceded “or 
income that, but for paragraph 108(5)(a)”, applicable to taxation 
years commencing after November 12, 1981, 


Subcels. 129(4)(a)(i(A)AD, 129(4)(a)(i)(B)QD) substituted by 1984, 
c. 1, subsecs. 75(4), (5), applicable with respect to dispositions oc- 
curring after November 12, 1981 otherwise than pursuant to an 
agreement in writing entered into on or before that date, to add “an 
investment corporation, a mortgage investment corporation or a mu- 
tual fund corporation”. 


Subparas. 129(4)(a)(i) and (ii) substituted by 1980-8 1-82-83, c. 140, 
subsec. 90(3). Subpara. 129(4)(a)(i) applicable with respect to dis- 
positions occurring after November 12, 1981 otherwise than pursu- 
ant to an agreement in writing entered into on or before that date, 
Subpara. 129(4)(ii) applicable to taxation years commencing after 
November 12, 1981. Those portions of para. 129(4)(a) formerly 
read: 


(i) the amount, if any, by which the aggregate of such of the 
corporation’s taxable capital gains for the year from disposi- 
tions of property as may reasonably be considered to be in- 
come from sources in Canada exceeds the aggregate of such 
of the corporation’s allowable capital losses for the year from 
dispositions of property as may reasonably be considered to 
be losses from sources in Canada, and 


(ii) all amounts each of which is the corporation’s income for 
the year from a source in Canada that is a property (other than 
exempt income, any dividend the amount of which was de- 
ductible in computing its taxable income for the year or in- 
come from real property of a corporation that is not a Cana- 
dian-controlled private corporation) determined after 
deducting all outlays and expenses deductible in computing 
the corporation’s income for the year to the extent that they 
may reasonably be regarded as having been made or incurred 
for the purpose of earning the income from that property, 


All that portion of para. 129(4)(a) after subpara. (i) substituted by 
1979, c. 5, subsec. 41(2), applicable to taxation years commencing 
after 1979 in respect of corporations in existence on October 23, 
1979 and to taxation years commencing after October 23, 1979 in 
any other case. That portion formerly read: 


(11) all amounts each of which is the corporation’s income 
for the year (other than exempt income or any dividend 
the amount of which was deductible under section 112 
from its income for the year) from a source in Canada 
that is a property (other than a property used or held by 
the corporation in the year in the course of carrying on a 
business), determined, for greater certainty, after deduct- 
ing all outlays and expenses deductible in computing the 
corporation’s income for the year to the extent that they 
may reasonably be regarded as having been made or in- 
curred for the purpose of earning the income from that 
property, 

(iii) all amounts each of which is the corporation’s in- 
come for the year (other than exempt income) from a 
source in Canada that is a business other than an active 
business, determined, for greater certainty, after deduct- 
ing all outlays and expenses deductible in computing the 
corporation’s income for the year to the extent that they 
may reasonably be regarded as having been made or in- 
curred for the purpose of earning the income from that 
business, 


exceeds the aggregate of amounts each of which is a loss of 
the corporation for the year from a source in Canada that is a 
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property or business other than an active business, and 


Subpara. 129(4)(a)Gi) ‘substituted by 1974-75-76, c. 26, subsec. 
86(2), applicable to taxation years ending after May 6, 1974. Sub- 
para. 129(4)(a)(ii) formerly read: 


(ii) all amounts each of which is the corporation’s income for 
the year (other than exempt income’ or any dividend the 
amount of which was deductible under section 112 from its 
income for the year) from a source in Canada that is a prop- 
erty, determined, for greater certainty, after deducting all out- 
lays and expenses deductible in computing the corporation’s 
income for the year to the extent that they may reasonably be 
regarded as having been made or incurred for the il ees of 
earning the’ income from that property, 


“eligible portion” of a corporation’s taxable. capital 
gains or allowable:capital losses for a taxation year 
is the’ total of all amounts each of which is the por- 
tion of a taxable capital gain or an allowable capital 
loss, as the case may be, of the corporation for the 
year from a disposition of a property that, except 
where the property was a designated property 
(within the meaning assigned by subsection 89(1)), 

cannot. reasonably be regarded as having accrued 
while the property, or a property for which it was 
substituted, was property of a corporation other than 


a Canadian-controlled private corporation, aninvest- — 


ment corporation, a mortgage investment. corporation 
‘or a mutual fund corporation; 


Related Provisions: 248(5) — Substituted property. 


History: The definition “eligible portion” added to subsec. 129(4) 
by 1996, c. 21, subsec. 32(2), applicable to taxation years that end 
after June 1995. 


“foreign investment income”’ of a corporation for a 
taxation year is the, amount that would be its aggre- 
gate investment income for the year if 


(a) every amount of its income, loss, capital gain 
or capital loss’ for the year that can reasonably be 
regarded as being from a source in Canada were 
nil, 

(b) no amount were deducted. under paragraph 
111(1)(b) in computing its taxable income for the 
year, and 


(c) this Act were read without reference to para- 
graph (a) of the definition “income” or “loss” in 
this subsection; 


History: The definition “foreign investment income” in subsec. 
129(4) amended by 1996, c. 21, subsec. 32(2), applicable to taxation 
years that end after June 1995. It formerly read: ~ 


“foreign investment income” of a corporation for a taxation 
year means the amount that’ would be determined under the 
definition “Canadian investment income” in this subsection in 
respect of the corporation for the year if the references in that 
definition to “in Canada” were read.as references to “outside 
Canada” and this Act were read without reference to subsec- 
tion (4.1). 

Pre-RSC History: The definition “foreign investment income” 

was para. 129(4)(b). 

Para. 129(4)(b) substituted by 1980-81-82-83, c. 48, subsec. 74(1), 

applicable to taxation years commencing after 1979 in the case of a 


corporation in existence on October 23, 1979 and to taxation years 
commencing after October 23, 1979 in any other case. Para. 
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129(4)(b) formerly read: 


(b) “foreign investment income” of a corporation for a taxa- 
tion year means the amount that would be determined under 
paragraph (a) in respect of the corporation for the year if the 
references in paragraph (a) to “in Canada” were read as refer- 
ences to “outside Canada”. 


Para. 129(4)(b) substituted by 1979, c. 5, subsec. 41(3), applicable 
to taxation years commencing after 1979 in respect of corporations 
in existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. Para. (b) formerly read: 


(b) “foreign investment income” of a corporation for a taxa- 
~ tion year means the amount, if any, by which 


(i) the amount that would be determined under paragraph 
(a) in respect of the corporation for the’ year if the refer- 
ences in paragraph (a) to “in Canada” were read as refer- 
ences to “outside Canada”, 


exceeds. 


(ii) the aggregate of all amounts deductible od Sg section 
113 from the corporation’s income for the year. 


“income” or “loss” of a corporation for a taxation 
year from a source that is a property 


(a) includes the income or loss from a specified 
investment business carried on by it in Canada 
other than income or loss from a soutce outside 
Canada, but | . 


(b) does not include the income or loss from any 
property 
(i) that is incident to or pertains to an active 
business. carried-on by it, or 


(ii) that is used or held principally for the pur- 
pose of gaining or producing income from an 
active business carried on by it. 


Related Provisions: 129(4)‘foreign investment income’(c) — 
Para. (a) ignored for purposes of determining foreign investment 
income. 


History: The definition “income” or “loss” added to subsec. .129(4) 
by 1996, c. 21, subsec. 32(2), applicable to taxation years that end 
after June 1995. 


Interpretation Bulletins: 
deduction. 


Selected Cases [subsec. 129(4)]: Actra Fraternal Benefit Soci- 
ety v. Canada, [1995] 2 C.T.C. 2671 (TCC) (All assets in life insur- 
ance fund were committed to the life insurance business and income 
from them was taxable); Irving Garber Sales Canada Ltd. v. MNR, 
[1992] 2 C.T.C. 261 (FCTD) (Term deposit interest was active busi- 
ness income to extent of business requirements, balance was invest- 
ment income); Echo Bay Mines Ltd. v. Canada, [1992] 2 C.T.C. 182 
(FCTD) (Gains from settlement of forward sales contracts for silver 
were “resource profits”); Canadian Marconi Co. y. The Queen, 
[1986] 2 C.T.C. 465 (SCC) (Short-term investment earnings income 
from active business; “Canadian manufacturing and processing 
profits” not restricted to income from manufacturing or processing); 
Ensite Ltd. v. The Queen, [1986] 2 C.T.C. 459 (SCC) (Deposits as 
security for foreign currency loans in financing manufacturing plant 
were “property used or held in the carrying out)of its business”; in- 
terest earned not foreign investment income); Burri v. MNR, [1985] 
2 C.T.C. 42 (FCTD) (Income from apartment building “from source 
in Canada that is property” qualifies as “Canadian investment in- 
come”); Morbane Developments Ltd. v. MNR, [1983] C.T.C. 338 
(FCA) (Compensation payment from expropriation income was 
from active business); The Queen vy. Brown Boveri Howden Inc., 
[1983] C.T.C. 301 (FCA) (Interest on short-term notes originating 
from property used by corporation in the course of its business not 


IT-73R5: The small business 
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“Canadian investment income’); The Queen v. Marsh & McLennan, 
[1983] C.T.C. 231 (FCA) (Income from investments used in carry- 
ing on of business excluded from “Canadian investment income” 
when investments and main business interdependent); Riviera Hotel 
Co. Ltd. v. The Queen, [1982] C.T.C. 30 (FCTD) (Income from ho- 
tel business not “Canadian investment income”); Supreme Theatres 
v. The Queen, [1981] C.T.C. 190 (FCTD) (Rental income part of 
active business). 


(4.1) [Repealed] 


History: Subsec. 129(4.1) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995.Subsec. (4.1) 
formerly read: 


(4.1) Interpretation of “income” or “loss” — For the pur- 
poses of the definition “Canadian investment income” in sub- 
section (4) and subsection (6), “income” or “loss” of a corpo- 
ration for a year from a source in Canada that is a property 
includes the income or loss from a specified investment busi- 
ness carried on by it in Canada other than income or loss 
from a source outside Canada but does not include income or 
loss 


(a) from any other business; 


(b) from any property that is incident to or pertains to an 
active business carried on by it; or 


(c) from any property used or held principally for the 
purpose of gaining or producing income from an active 
business carried on by it. 


Pre-RSC History: Paras. 129(4.1)(b), (c) substituted by 1984, c. 
45, subsec. 47(3), to delete “or a non-qualifying business”, located 
after references to an “active business”, applicable to 1985 et seq. 


Subsec. 129(4.1) added by 1979, c. 5, subsec. 41(4), applicable to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. 


(4.2) [Repealed] 


History: Subsec. 129(4.2) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995.Subsec. (4.2) 
formerly read: 


(4.2) |ldem — For the purposes of the definition “foreign in- 
vestment income” in subsection (4), “income” or “loss” of a 
corporation for a year from a source outside Canada that is a 
property does not include the income or loss from any 
property 


(a) that is incident to or pertains to an active business car- 
ried on by it; or 
(b) that is used or held principally for the purpose of 
gaining or producing income from an active business car- 
ried on by it. 

Pre-RSC History: Paras. 129(4.2)(a), (b) substituted by 1984, c. 


45, subsec. 47(4), to delete “or a non-qualifying business” located 
after references to “active business”, applicable to 1985 et seq. 


Subsec. 129(4.2) added by 1980-81-82-83, c. 48, subsec. 74(2), ap- 
plicable to taxation years commencing after 1979 in the case of a 
corporation in existence on October 23, 1979 and to taxation years 
commencing after October 23, 1979 in any other case. 


(4.3) [Repealed] 


History: Subsec. 129(4.3) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995.Subsec. (4.3) 
formerly read: 


(4.3) Definition of “designated property” — In this section, 
“designated property” has the meaning assigned by subsec- 
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tion 89(1). 


Pre-RSC History: Subsec. 129(4.3) substituted by 1985, c. 45, 
subsec. 74(2), applicable after November 12, 1981. Subsec., 
129(4.3) formerly read: 
(4.3) “Designated property” — In subparagraph 4(a)(i), 
“designated property” means any particular property of a cor- 
poration that last became a private corporation before No- 
vember 13, 1981 and that was acquired by it 


(a) before November 13, 1981, or 


(b) after November 12, 1981 pursuant to an agreement in 
writing entered on or before that date, 


or a replacement property (within the meaning of section 44) 
for any such particular property disposed of by virtue of an 
event referred to in subparagraph 54(h)(ii), (iii) or (iv). 


All that portion of subsec. 129(4.3) preceding para. (a) substituted 
by 1984, c. 1, subsec. 75(6), applicable after November 12, 1981, to 
substitute “private corporation” for “Canadian-controlled private 
corporation”’. 

Subsec. 129(4.3) added by 1980-81-82-83, c. 140, subsec. 90(4), 
applicable after November 12, 1981. 


(5) [Repealed] 


History: Subsec. 129(5) repealed by 1996, c. 21, subsec. 32(2), ap- 
plicable to taxation years that end after June 1995.Subsec. (5) for- 
merly read: 


(5) Reduction of refundable dividend tax on hand — Not- 
withstanding any other provision of this section, the least of 
the amounts determined under subparagraphs (3)(a)(i) to (iv) 
in respect of the 1972 or 1973 taxation year of a corporation 
is, 


(a) in respect of its 1972 taxation year, 93% of the least 
of the amounts so determined; and 


(b) in respect of its 1973 taxation year, the total of 


(i) 93% of that proportion of the least of the amounts 
so determined that the number of days in that portion 
of the year that is before 1973 is of the number of 
days in the whole year, and 


(ii) 100% of that proportion of the least of the 
amounts so determined that the number of days in 
that portion of the year that is after 1972 is of the 
number of days in the whole year. 


Pre-RSC History: All that portion of subsec. 129(5) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 62(4), applicable to 
1978 et seq. That portion formerly read: 


(5) Notwithstanding any other provision of this section, the 
least of the amounts determined under paragraphs (3)(a) to 
(d) in respect of the 1972 or 1973 taxation year of a corpora- 
tion is, 

Subsec. 129(5) added by 1972, c. 9, s. 3. 


(6) Investment income from associated 
corporation deemed to be active business 
income — Where any particular amount paid or 
payable to a corporation (in this subsection referred 
to as the “recipient corporation”’) by another corpora- 
tion (in this subsection referred to as the “‘associated 
corporation”) with which the recipient corporation 
was associated in any particular taxation year com- 
mencing after 1972, would otherwise be included in 
computing the income of the recipient corporation 
for the particular year from a source in Canada that 
is a property, the following rules apply: 


(a) for the purposes of subsection (4), in comput- 
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ing the recipient corporation’s income for the 
year from a source in Canada that is a property, 


(i) there shall not be included any portion (in 
this subsection referred to as the “deductible 
portion”) of the particular amount that was or 
may be deductible in computing the income of 
the associated corporation for any taxation 
year from an active business carried on by it 
in Canada, and 


(ii) no deduction shall be made in respect of 
any outlay or expense, to the extent that that 
outlay or expense may reasonably be regarded 
as having been made or incurred by the recipi- 
ent corporation for the purpose of gaining or 
producing the deductible portion; and 


(b) for the purposes of this subsection and section 
aay 


(i) the deductible portion shall be deemed to 
be income of the recipient corporation for the 
particular year from an active business carried 
on by it in Canada, and 


(ii) any outlay or expense, to the extent de- 
scribed in subparagraph (a)(ii),. shall be 
deemed to have been made or incurred by the 
recipient corporation for the purpose of gain- 
ing or producing that income. 


Related Provisions: 125(3) — Allocation of active business in- 
come among associated corporations; 256(1) — Associated 
corporations. 


Pre-RSC History: Subpara. 129(6)(a)(i) and para. 129(6)(b) sub- 
stituted by 1984, c. 45, subsecs. 47(5), (6), applicable to 1985 er 
seg. Subpara. 129(6)(a)() and para. 129(6)(b) formerly read: 


(i) there shall not be included any portion (in this subsec- 
tion referred to as the “deductible portion’) of the partic- 
ular amount that was or may be deductible in computing 
the income of the associated corporation for any taxation 
year'from an active business or a non-qualifying business 
carried on by it in Canada, and 


(b) for the purposes of this subsection and section 125, 


(7) the’ deductible portion shall be deemed. to’ be income 
of the recipient corporation for the particular year from 
an active business or a non-qualifying business, as the 
case may be, carried on by it in Canada, and where the 
deductible portion is deemed to be income from an active 
business, the recipient corporation shall be deemed not to 
have carried on a non-qualifying business with respect to 
such income, 


(ii) any outlay or expense, to the extent described in sub- 
paragraph (a)(ii), shall be deemed to have been made or 
incurred by the recipient corporation for the purpose of 
gaining or producing that income, and 


(iii) where the recipient corporation does not have in- 
come from an active business carried on by it in Canada 
in the year, it shall be deemed to have carried on a non- 
qualifying business in Canada in the year and, in any 
other case, if the recipient corporation so elects in its re- 
turn of income under this Part for the year, it shall be 
deemed to have carried on a non-qualifying business in 
Canada in the year. 


Subpara. 129(6)(b)(i) substituted by 1980-81-82-83, c. 48, subsec. 


S. 129(7) 


74(3), applicable to taxation years commencing after 1979 in the 
case of a corporation in existence on October 23, 1979 and to taxa- 
tion years commencing after October 23, 1979 in any other case. 
Subpara. 129(6)(b)(i) formerly read: 


(i) the deductible portion shall be deemed to be income of the 
recipient corporation for the particular year from an active 
business or a non-qualifying business, as the case may be, 
carried on by it in Canada, 


Subsec. 129(6) substituted by 1979, c. 5, subsec. 41(5), applicable 
to taxation years commencing after 1979 in respect of corporations 
in existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. Subsec. 129(6) formerly 
read: 


(6) Where any particular amount paid or payable to a corpo- 
ration (in this subsection referred to as the “recipient corpora- 
tion”) by another corporation (in this subsection referred to as 
the “‘associated corporation”) with which the recipient corpo- 
ration was associated in any particular taxation year com- 
mencing after 1972, would otherwise be included in comput- 
ing the income or loss, as the case may be, of the recipient 
corporation for the particular year from a source that is prop- 
erty or a business other than an active business, the following 
rules apply: 


(a) for the purposes of subsection (4), in computing that 
income or loss, as the case may be, 


(i) there shall not be included any portion (in this 
subsection referred to as the “‘deductible portion”) of 
the particular amount that was or may be deductible 
in computing the income or loss, as the case may be, 
of the associated corporation for any taxation year 
from an active business carried on by. it in Canada, 
and 


(ii) no deduction shall be made in respect of any out- 
lay or expense, to the extent that that outlay or ex- 
pense may reasonably be regarded as having been 
made or incurred by the recipient corporation for the 
purpose of gaining or producing the deductible por- 
tion; and 

(b) for the purposes of this subsection and section 125, 
(i) the deductible portion shall be deemed to be in- 
come of the recipient corporation for the particular 
year from carrying on an active business in Canada, 
and 


(ii) any outlay or expense, to the extent described in 
subparagraph (a)(ii), shall be deemed to have been 
made or incurred by the recipient corporation for the 
purpose of gaining or producing that income. 


Subsec. 129(6) added by 1973-74, c. 30, s. 19. 


Selected Cases [subsec. 129(6)]: Norco Development Ltd. v. 
The Queen, [1985] 1 C.T.C. 130 (FCTD) (interest payments from 
partnership of corporations active business income when corpora- 
tions associated). 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-243R4: Dividend refund to private corporations. 


(7) Meaning of “taxable dividend” — For the 
purposes of this section, “taxable dividend” does not 
include a capital gains dividend within the meaning 
assigned by subsection 131(1). 

Related Provisions: 129(1.2) — Dividends deemed not to be 


taxable dividends; 157(3) — Private, mutual fund and non-resident 
owned investment corporations. 


Pre-RSC History: Subsec. 129(7) added by 1977-78, c. 1, subsec. 
62(5), applicable with respect to capital gains dividends paid after 
March 31, 1977. 
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(8) Application of section 125 — Expressions 
used in this section and not otherwise defined for the 
purposes of this section have the same meanings as 
in section 125. 


Pre-RSC History: Subsec. 129(8) added by 1984, c. 45, subsec. 
47(7), applicable to 1985 et seq. 


Selected Cases [s. 129]: L’Heureux v. Canada, [1995] 1 C.T.C. 
2850 (TCC) (Circular calculations of tax proper in certain “butter- 
fly” transactions). 


Definitions [s. 129]: “active business” — 125(7), 129(8), 248(1); 
“aggregate investment income” — 129(4); “allowable capital 
loss” — 38(b), 248(1); “amount”, “assessment” — 248(1); “associ- 
ated corporation” — 256(1); “business” — 248(1); “Canada” — 
255; “Canadian-controlled private corporation” — 125(7),.248(1): 
“Canadian investment income” — 129(4), (8); “carrying on. busi- 
ness” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“designated property” — 89(1), 129(4.3); “dividend” — 248(1); 
“dividend refund” — 129(1); “eligible portion” — 129(4); “foreign 
investment income”, “foreign investment loss” — 129(4);: “in- 
come” — from property 129(4.1), (4.2); “income of the corporation 
for the year from an active business” — 125(7), 129(6), 129(8); “in- 
vestment corporation” — 130(3), 248(1); “investment tax credit’? — 
127(9), 248(1); “loss” — from property 129(4.1), (4.2); “Minis- 
ter” — 248(1); “private corporation” — 89(1), 131(5), 186(5), 
248(1); “property” — 129(4.1), (4.2), 248(1); “refundable dividend 
tax on hand” — 129(3); “series of transactions or events” — 
248(10); “share” — 248(1); “specified investment business” — 
125(7), 248(1); “substituted property” — 248(5); “tax payable” — 
248(2); “taxable capital gain” — 38(a), 248(1); “taxable divi- 
dend” — 89(1), 129(1.2), 129(7), 248(1); “taxable income” — 2(2), 
248(1); “taxation year” — 249; “writing” — Interpretation Act 
35(1). 


Investment Corporations 


130. (1) Deduction from tax — A corporation that 
was, throughout a taxation year, an investment cor- 
poration may deduct from the tax otherwise payable 
by it under this Part for the year an amount equal to 
20% of the amount, if any, by which its taxable in- 
come for the year exceeds its taxed capital gains for 
the year. 


Related Provisions: 131(10) — Investment corporation can elect 
not to be restricted financial institution; 142.2(1)“‘financial institu- 
tion”(c)(i) — Investment corporation not subject to mark-to-market 
rules. 


Pre-RSC History: Subsec. 130(1) amended DY 1983, Cadoas: ELT, 
to substitute “20%” for “22%”, applicable to taxation years ending 
after 1987, except that in its application to a taxation year of a cor- 
poration commencing before July 1988, there shall be added to the 
amount determined under subsec. 130(1), in respect of the corpora- 
tion for the year the aggregate of 


(a) that proportion of 5% of the excess determined under that 
subsection in respect of the corporation for the year that the 
number of days in the year that are before July, 1987 is of the 
number of days in the year, 


(b) that proportion of 4% of the excess determined under that 
subsection in respect of the corporation for the year that the 
number of days in the year that are after June, 1987 and before 
1988 is of the number of days in the year, and 


(c) that proportion of 7% of the excess determined under that 
subsection in respect of the corporation for the year that the 
number of days in the year that are after 1987 and before July, 
1988 is of the number of days in the year. 
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Subsec. 130(1) amended by 1986, c. 55, subsec. 52(1), to substitute 
“22%” for “‘167/3”; applicable by subsec. 52(2) (as amended by 
1988, c. 55, s. 202, deemed in force on December 19, 1986) to 1987 
et seq. except that in its application to 


(a) a taxation year of a corporation commencing before 1987 
and ending after 1986, there shall be deducted from the amount 
determined under subsection 130(1) in respect of the corpora- 
tion for the year that proportion of 1/12 of the excess deter- 
mined under that subsection in respect of the corporation for the 
year that the number of days in the year that are before 1987 is 
of the number of days in the year; and 


(b) taxation years ending after 1986 and commencing before 
1988, there shall be added to the amount otherwise determined 
under that subsection in respect of a corporation for a taxation 
year the aggregate of 


(i) that proportion of 3% of the excess determined under 
that subsection that the number of days in the year that are 
before July 1987 is of the number of days in the year, and 


(ii) that proportion of 2% of the excess determined under 
that subsection that the number of days in the year that are 
after June 1987 and before 1988 is of the number of days in 
the year. 


Subsec. 130(1) substituted by 1977-78, c. 1, subsec. 63(1), applica- 
ble to 1978 et seq., to substitute “16/3” for “25”; and where a corpo- 
ration that is entitled to a deduction under subsec. 130(1) has a taxa- 
tion year part of which is before 1978 and part of which is after 
1977, the deduction under that subsection from the tax otherwise 
payable by the corporation under Part I of the Act for its 1978 taxa- 
tion year shall be increased by an amount determined according to 
the following rules: 


(a) determine the proportion that the number of days in the cor- 
poration’s 1978 taxation year that are in 1977 is of the number 
of days in the whole taxation year; 


(b) determine the amount, if any, by which the corporation’s 
taxable income for the year exceeds its taxed capital gains for 
the year; 

(c) determine the product that is obtained when the proportion 
determined under paragraph (a) is multiplied by the amount de- 
termined under paragraph (b); 


and the amount by which the deduction under subsec. 130(1) shall 
be so increased is equal to 1/12 of the product determined under 
para. (c). 


(2) Application of subsecs. 131(1) to (3.2) — 
Where a corporation was throughout a taxation year 
an investment corporation (other than a mutual fund 
corporation), subsections 131(1) to (3.2) apply in re- 
spect of the corporation for the year 
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province or a Canadian municipality, © 


(vii) none of its shareholders at any time in 
the year held more than 25% of the issued 
shares of the capital stock of the corporation, 
and 


(a) as if the corporation had been a mutual fund 
corporation throughout that and all previous taxa- 
tion years ending after 1971 throughout which it 
was an investment corporation; and 


(b) as if its capital gains redemptions for that and 
all previous taxation years ending after 1971, | 
throughout which it would, but for the assump- 
tion made by paragraph (a), not have bea a mu- 
tual fund corporation, were nil. | 
‘History: That portion of subsec. 130(2) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 74, applicable to 
_ capital gains refunds paid or applied with respect to taxation years 
beginning after 1991. That portion formerly read: 


(2) Application of ss. 131(1) to (3) — Where a éortétation 
was, throughout a taxation year, an investment corporation 
other than a mutual fund corporation, subsections 131(1) to 
(3) are applicable in respect of the corporation for the year 


Forms: T5 Segment; T5 Summary: Return of investment income; 
‘TS Supplementary: Statement of investment income. 


(3) Meaning of expressions “investment 
corporation” and “taxed capital gains” — For 
the purposes of this section, 


(a) a corporation is an “investment corporation” 
throughout any taxation year in respect of which 
the expression is being applied if it complied with 
the following conditions: 


(i) it was throughout the year a Canadian cor- 
poration that was a public corporation, 


(ii) at least 80% of its property throughout the 
year consisted of shares, bonds, marketable 
securities or cash, | 


(iii) not less than 95% of its income (deter- 
mined without reference to subsection 49(2)) 
for the year was derived from, or from dispo- 
sitions of, investments described in subpara- 
graph (ii), 

(iv) not less than 85% of its gross revenue for 
the year was from sources in Canada, 


(v) not more than 25% of its gross revenue for 
the year was from interest, 


(vi) at no time in the year did more than 10% 
of its property consist of shares, bonds or se- 

curities of any one corporation or debtor other 
than Her Majesty in right of Canada or of a 
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(viii) an amount not less than 85% of the total 
of 


(A) 7/3 of the amount, if any, by which its 
taxable income for. the year, exceeds its 
taxed capital gains for the year, and 


(B) the amount, if any, by which all taxa- 
ble dividends received by it in the year to 
the extent of the amount thereof deductible 
under section 112 or 113 from its income 
for the year exceeds the amount that the 
corporation’s non-capital loss for the year 
would be if the.amount determined in re- 
spect of the corporation for the year under 
paragraph 3(b). was. nil, 


(less any dividends or interest received by it in 
the form of shares, bonds or other securities 
that had not been sold before the end of the 
year) was distributed, otherwise than by way 
of capital gains dividends, to its shareholders 
before the end of the year; and 


(b) the amount of the “taxed capital gains” of a 
taxpayer for a taxation year is the amount, if any, 
by which 
(i) its taxable capital gains for the year from 
dispositions of property 
exceeds 


(ii) the total of its allowable capital losses for 
the year from dispositions of property and the 
amount, if any, deducted under paragraph 
111(1)(b) for the purpose of computing its 
taxable income for the year. 


Related Provisions: 4(1)— Income or loss from a source; 
112 — Deduction of dividends received; 113 — Deduction for divi- 
dends from foreign affiliate; 130(2) —- Application of mutual fund 
corporation rules; 130(4) — Wholly owned subsidiaries; 132(5) — 
Taxed capital gains definition applies to mutual fund trusts; 
184(2) — Tax on excess dividend paid by corporation, 248(1)“in- 
vestment corporation” — Definition applies to entire Act. 


History: Subpara. 130(3)(a)(iii) amended’ by 1994, c. 7, Sch. Il 
(1991, c. 49), subsec. 109(1), to add “(determined without reference 
to subsection 49(2))”, applicable to 1990 et seq. 


Pre-RSC History: Subpara. 130(3)(b)(ii) substituted by 1984, c. 1, 
s.. 76, applicable to 1983 et seg. and with respect to amounts deduct- 
ible under para. 111(1)(b) in respect of losses determined for 1983 
et seq., to substitute “deducted” for “deductible”. 


Cl. 130(3)(a)(vill)(A) and all that portion of subpara. 130(3)(a)(viil) 
following cl. (B) substituted by 1980-81-82-83, c. 48, subsecs. 
75(1), (2), applicable, as to cl, 130(3)(a)(vili)(A), to taxation years 
ending after December 11, 1979, and, as. to that portion, with re- 
spect to dividends becoming payable after December 11, 1979. Cl. 
130(3)(a)(viii)(A) and that portion formerly, read: 


(A) 75% of the amount, if any, by which its taxable in- 
come for the year exceeds its taxed capital gains for the 
year, and. 


(less any dividends or interest received by it in the form of 
shares, bonds or other securities that had not been sold before 
the end of the year) was distributed, otherwise than by way of 
a stock dividend, to its shareholders before the end of the 


S. 130.1(1)(a)(i) 


year; and 
All that portion of subpara. 130(3)(a)(viii) following cl. (B) substi- 
tuted by 1979, c. 5, s. 42, applicable with respect to stock dividends 
paid after November 16, 1978. That portion formerly read: 


(less. any dividends or interest received by it in the form of 
shares, bonds or other securities that had not been sold before 
the end of the year) was distributed to its shareholders before 
the end of the’ year; and 
Cl. 130(3)(a)(viii)(B) substituted by 1974-75-76, c. 26, s. 87, appli- 
cable to 1972 et seq. ; 
Selected Cases [subsec. 130(3)]: Canadian & Foreign Securi- 
ties Co. Ltd. v. MNR, [1972] C.T.C. 391 (FCTD) (“Securities” in- 
clude promissory notes; requirements for investment corporation 
not met). 


Interpretation Bulletins: IT-98R2: Investment corporations. 


(4) Wholly owned subsidiaries — Where a cor- 
poration so elects in its return of income under this 
Part for a taxation year, each of the corporation’s 
properties that is a share or indebtedness of another 
Canadian corporation that is at any time in the year a 
subsidiary wholly owned corporation of the corpora- 
tion shall, for the purposes of subparagraphs 
(3)(a)(ii) and (vi), be deemed not to be owned by the 
corporation at any’such time in the year, and each 
property owned by the other corporation at that time 
shall, for the purposes of those subparagraphs, be 
deemed to be owned by the corporation at that time. 


History: Subsec. 130(4) added by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 109(2), applicable to 1987 et seq., and an election referred 
to in the subsec. in respect of a corporation’s taxation year for 
which a return of income under Part I of the Act was made before 
December 18, 1991 shall be deemed to have been made in the cor- 
poration’s return of income for that year if the election is filed in 
writing with the Minister of National Revenue before March 17, 
1092; 


Definitions [s. 130]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1); “Canada” — 255; “Canadian corporation” 
89(1), 248(1); “capital gain” — 39(1)(a), 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend”, “gross revenue” — 
248(1); “investment corporation” — 130(3)(a), 248(1); “mutual 
fund corporation” — 131(8), 248(1); “property” — 248(1); “public 
corporation” — 89(1), 248(1); “share”, “shareholder”, “subsidiary 
wholly. owned corporation” — 248(1); “taxable capital gain” — 
38(a), 248(1); “taxable dividend” — 89(1), 248(1); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 249; “taxed capital 
gains” — 130(3)(b). 

Information Circulars [s. 130]: 78-14R2: Guidelines for trust 
companies and other persons responsible for filing T3-IND, T3R-G, 
T3RIF-IND, T3RIF-G, T3H-IND, T3H-G, T3D, T3P, T3S, T3RI, 
T3F. 


Mortgage Investment Corporations 


130.1 (1) Deduction from tax — In computing the 
income for a taxation year of a corporation that was, 
throughout the year, a mortgage . investment 
corporation, 
(a) there may be deducted the total of 
(i) all taxable dividends, other than capital 
gains dividends, paid by the corporation dur- 


ing the year or within 90 days after the end of 
the year to the extent that those dividends 
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were not deductible by the corporation in 
computing its income for the preceding year, 
and 

(ii) /+ of all capital gains dividends paid by 
the corporation during the period commencing 
91 days after the commencement of the year 
and ending 90 days after the end of the year; 
and 


(b) no deduction may be made under section 112 
in respect of taxable dividends received by it 
from other corporations. 
Related Provisions: 142.2(1)“financial institution”(c)(ii) — 
Mortgage investment corporation not subject to mark-to-market 
rules; 181.3(3)(a) — Capital of financial institution. 


Pre-RSC History: Subpara. 130.1(1)(a)(ii) amended by 1988, c. 
55, subsec. 118(1) to substitute “4” for “2”, applicable to taxation 
years ending after June 1988, except that for taxation years ending 
after June 1988 and commencing before 1990, the reference to ‘“/s” 
in subpara. 130.1(1)(a)(ii) shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the aggre- 
gate of 


(a) that proportion of '/2 that the number of days in the year that 
are before July, 1988 is of the number of days in the year, 


(b) that proportion of 7/3 that the number of days in the year that 
are after June, 1988 and before 1990 is of the number of days in 
the year, and 

(c) that proportion of */4 that the number of days in the year that 
are after 1989 is of the number of days in the year. 


Subpara. 130.1(1)(a)(@) substituted by 1977-78, c. 1, s. 64, applica- 
ble to 1972 et seq. 


(2) Dividend equated to bond interest — For 
the purposes of this Act, any amount received from a 
mortgage investment corporation by a shareholder of 
the corporation as or on account of a taxable divi- 
dend, other than a capital gains dividend, shall be 
deemed to have been received by the shareholder as 
interest payable on a bond issued by the corporation 
after 1971. 


Related Provisions: 130.1(3) — Application; 214(3)(e) — Non- 
resident withholding tax. 


(3) Application of subsec. (2) — Subsection (2) 
applies where the taxable dividend (other than a cap- 
ital gains dividend) described in that subsection was 
paid during a taxation year throughout which the 
paying corporation was a mortgage investment cor- 
poration or within 90 days thereafter. 


(4) Election re capital gains dividend — Where 
at any particular time during the period that begins 
91 days after the beginning of a taxation year of a 
corporation that was, throughout the year, a mort- 
gage investment corporation and ends 90 days after 
the end of the year, a dividend is paid by the corpo- 
ration to shareholders of the corporation, if the cor- 
poration so elects in respect of the full amount of the 
dividend in prescribed manner and at or before the 
earlier of the particular time and the first day on 
which any part of the dividend was paid, 


(a) the dividend shall be deemed to be a capital 
gains dividend to the extent that it does not ex- 
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ceed the amount, if any, by which 


(i) “4 of the taxed capital gains of the corpora- 
tion for the year 


exceeds 


(ii) the total of all dividends, and parts of divi- 
dends, paid by the corporation during the pe- 
riod and before the particular time that are 
deemed by this paragraph to be capital gains 
dividends; and 


(b) notwithstanding any other provision of this 
Act, any amount received by a taxpayer in a taxa- 
tion year as, on account of, in lieu of payment of 
or in satisfaction of, the dividend shall not be in- 
cluded in computing the taxpayer’s income for 
the year as income from a share of the capital 
stock of the corporation, but shall be deemed to 
be a capital gain of the taxpayer for the year from 
a disposition, in the year and after February 22, 
1994, by the taxpayer of capital property. 


Related Provisions: 39.1(1)“exempt capital gains balance”C(c), 
39.1(6) — Reduction in gain to reflect capital gains exemption elec- 
tion; 184(2) — Tax on excessive elections; 184(3) — Election to 
treat excess as separate dividend; 185(4) — Joint and several liabil- 
ity from excessive elections. 


History: Subsec. 130.1(4) amended by 1995, c. 3, subsec. 40(1), 
applicable to dividends paid after February 22, 1994. Subsec. (4) 
formerly read: 


(4) Electing capital gains dividend — Where at any partic- 
ular time during the period beginning 91 days after the begin- 
ning of a taxation year of a corporation that was, throughout 
the year, a mortgage investment corporation and ending 90 
days after the end of the year, a dividend is paid by the corpo- 
ration to shareholders of the corporation, 


(a) if the corporation so elects in respect of the full 
amount of the dividend, in prescribed form and manner 
and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the dividend shall be deemed to be a capital gains 
dividend to the extent that it does not exceed the 
amount, if any, by which 


(A) * of the corporation’s qualifying taxed capi- 
tal gains for the year 


exceeds 


(B) the total of all dividends, and parts of divi- 
dends, paid by the corporation during the period 
and before the particular time that are deemed by 
this subparagraph to be capital gains dividends, 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year ~ 
as or on account of the dividend shall not be included 
in computing the taxpayer’s income for the year as 
income from a share of the capital stock of the cor- 
poration, but shall be deemed to be a capital gain of 
the taxpayer for the year from a disposition of capital 
property and, for the purposes of section 110.6, that 
property shall be deemed to have been disposed of 
by the taxpayer in the year, and 

(iii) any election under paragraph (b) made by the 
corporation in respect of the dividend shall be 
deemed not to have been made; and 


(b) if the corporation so elects in respect of the full 
amount of the dividend, in prescribed form and manner 
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and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the dividend shall be deemed to be a capital gains 
dividend to the extent that it does not exceed the 
amount, if any, by which 


(A) 4 of the corporation’s non-qualifying taxed 
capital gains for the year 


exceeds 


(B) the total of all dividends, and parts of divi- 
dends, paid by the corporation during the period 
and before the particular time that are deemed by 
this subparagraph to be capital gains dividends, 
and 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year 
as or on account of the dividend shall not be included 
in computing the taxpayer’s income for the year as 
income from a share of the capital stock of the cor- 
poration, but shall be deemed to be a capital gain of 
the taxpayer for the year from a disposition of capital 
property and, for the purposes of section 110.6, 


(A) that property shall be deemed to have been 
non-qualifying real property of the taxpayer, 
within the meaning of that section, disposed of 
by the taxpayer in the year, and 


(B) the taxpayer’s eligible real property gain for 
the year, within the meaning of that section, 
from the disposition of that property shall be 
deemed to be nil. 


Subsec. 130.1(4) amended. by 1994, c. 7, Sch. VII (1993, c. 24), 
subsec. 75(1), applicable to 1992 et seg. Subsec. (4) formerly read: 


(4) Electing capital gains dividend — Where at any partic- 
ular time during the period commencing 91 days after the 
commencement of a taxation year of a corporation that was, 
throughout the year, a mortgage investment corporation and 
ending 90 days after the end of the year, a dividend is paid by 
the corporation to shareholders of the corporation, if the cor- 
poration so elects in respect of the full amount of the divi- 
dend, in prescribed manner and prescribed form and at or 
before the particular time or the first day on which any part of 
the dividend was paid if that day is earlier than the particular 
time, 


(a) the dividend shall be deemed to be a capital gains div- 
idend to the extent that it does not exceed 


(i) 4 of the taxed capital gains of the corporation for 
the year 


minus 
(ii) such part, if any, of each dividend paid by the 
corporation during the period and before the particu- 


lar time as is deemed by this subsection to be a capi- 
tal gains dividend; and 


(b) notwithstanding any other provision of this Act, any 
amount received by a taxpayer in a taxation year as or on 
account of the dividend shall not be.included in comput- 
ing the taxpayer’s income for the year as income from a 
share of the capital stock of the corporation, but shall be 
deemed to be a capital gain of the taxpayer for the year 
from a disposition of capital property and, for the pur- 
poses of section 110.6, that property shall be deemed to 
have been disposed of by the taxpayer in the year. 


Pre-RSC History: Subpara. 130.1(4)(a)(i) amended by 1988, c. 
55, subsec. 118(2), to substitute ‘“/3 of” for “2 times”, applicable to 
taxation years ending after June 1988, except that for taxation years 
ending after June 1988 and commencing before 1990, the reference 
to “4/3” in subpara. 130.1(4)(a)(i) shall, in respect of the corporation 


S. 130.1(6)(c)(iii) 


for the year, be read as a reference to the aggregate of 


(a) that proportion of 2 that the number of days in the year that 
are before July, 1988 is of the number of days in the year, 


(b) that proportion of */2 that the number of days in the year that 
are after June, 1988 and before 1990 is of the number of days in 
the year, and 


(c) that proportion of “/; that the number of days in the year that 
are after 1989 is of the number of days in the year. 


Para. 130.1(4)(b) substituted by 1988, c. 55, subsec. 118(3), appli- 
cable to: 1985 et seq. Para. 130.1(4)(b) formerly read: 


(b) notwithstanding any other provision of this Act, any 
amount received by a taxpayer in a taxation year as or on ac- 
count of the dividend shall not be included in computing his 
income for the year as income from a. share of the, capital 
stock of the corporation, but shall be deemed to be a capital 
gain of the taxpayer for the year from the disposition by him 
in the year of capital property. . 


Para. 130.1(4)(b) amended by 1986, c. 6, s. 75, applicable to 1985 et 
seq., to substitute “any other provision of this Act” for “anything in 
this. Act” and “disposition by him in the year of capital property” for 
“disposition of capital property”. 

Regulations: 2104.1 (prescribed manner, prescribed form). 
Forms: T5 Segment; T5.Summary: Return of investment income; 


T5 Supplementary: Statement of investment income; T2012: Elec- 
tion in respect of a capital gains dividend. 


(4.1) Application of subsecs. 131(1.1) to 
(1.4) — Where at any particular time a mortgage in- 
vestment corporation paid a dividend to its share- 
holders and subsection (4) would have applied to the 
dividend except that the corporation did not make an 
election under subsection (4) on or before the day on 
or before which it was required by that subsection to 
be made, subsections 131(1.1) to (1.4) apply with 
such modifications as the circumstances require. 


Pre-RSC History: Subsec. 130.1(4.1) added by 1985, c. 45, sub- 
sec. 75(1), applicable with respect to dividends paid after 1984. 


(5) Public corporation — Notwithstanding any 
other provision of this Act, a mortgage investment 
corporation shall be deemed to be a_ public 
corporation. 


(6) Meaning of “mortgage investment corpo- 
ration” — For the purposes of this section, a corpo- 
ration is a “mortgage investment corporation” 
throughout a taxation year if, throughout the year, 


(a) it was a Canadian corporation; 


(b) its only undertaking was the investing of 
funds of the corporation and it did not manage or 
develop any real property; 


(c) none of the property of the corporation con- 
sisted of 


(i) debts owing to the corporation that were 
secured on real property situated outside 
Canada, 


(ii) debts owing to the corporation by non-res- 
ident persons, except any such debts that were 
secured on real property situated in Canada, 


(iii) shares of the capital stock of corporations 
not resident in Canada, or 
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(iv) real property situated outside Canada, or 
any leasehold interest in such property; 


(d) subject to subsections (7) and (8), the number 
of shareholders of the corporation was not less 
than twenty and no one shareholder held more 
than 25% of the issued shares of the capital stock 
of the corporation; 


(e) any holders of preferred shares of the corpora- 
tion had a right, after payment to them of their 
preferred dividends, and payment of dividends in 
a like amount per share to the holders of the com- 
mon shares of the corporation, to participate pari 
passu with the holders of the common shares in 
any further payment of dividends; 


(f) the cost amount to the corporation of such of 
its property as consisted of 


(i) debts owing to the corporation that were 
secured on residential property, as defined in 
the Residential Mortgage Financing Act, 
chapter 49 of the Statutes of Canada, 1973-74, 
whether by mortgages or in any other manner, 
and 


(ii) amounts of any deposits standing to the 
corporation’s credit in the records of 


(A) a bank or other corporation any of 
whose deposits are insured by the-Canada 
Deposit Insurance Corporation or the 
Régie de l’assurance-dépdéts du Québec, or 


(B) a credit union, 


plus the amount of any money of the corporation 
was at least 50% of the cost amount to it of all of 
its property; 

(g) the cost amount to the corporation of all real 
property of the corporation, including leasehold 


Income Tax Act, Part I 


interests in such property, (except real property 
acquired by the corporation by foreclosure or oth- 
erwise after default made on a mortgage or agree- 
ment of sale of real property) did not exceed 25% 
of the cost amount to it of all of its property; 


(h) its liabilities did not exceed 3 times the 
amount by which the cost amount to it of all of its 
property exceeded its liabilities, where at any 
time in the year the cost amount to it of such of 
its property as. consisted of property described in 
subparagraphs (f)(i) and (ii) plus the amount of 
any money of the corporation was less than 7/3 of 
the cost amount to it of all of its property; and 


(i) its liabilities did not exceed 5 times the 
amount by which the cost amount to it of all its 
property exceeded its liabilities, where paragraph 
(h) is not applicable. 
Related Provisions: 130.1(7)— How shareholders counted; 
130.1(8) — First taxation year; 142.2(1)“financial institu- 
tion”(c)(ii) — Mortgage investment corporation not subject to 
mark-to-market rules; 248(1)“mortgage investment corporation” — 
Definition applies to entire Act. 


Pre-RSC History: Cl. 130.1(6)(f)(ii)(B) substituted by 1985, c. 
45, subsec. 75(2). That clause formerly read: 


(B) a credit union within the meaning assigned by subsection 
137(6), 


“Residential Property”: Subsec. 2(1) of the Residential Mort- 
gage Financing Act, R.S.C. 1985, c. R-6, defines “residential prop- 
erty” as follows: 


“residential property” means a house or the property included 
within a housing project. 


Subsec, 2(2) defines “house” and “housing project” by reference to 
the National Housing Act, R.S.C. 1985, c. N-11, s.2 (as. amended by 
c. 25 (4th Supp.), s. 1(2)), which in turn provides: 


“house” means a building or movable structure intended for 
human habitation containing not more than two family hous- 
ing units, together with the land, if any, on which the building 
or movable structure is situated; 


“housing project” means a project consisting of one or more 
houses, one or more multiple-family dwellings, housing ac- 
commodation of the hostel or dormitory type, one or more 
condominium units or any combination thereof, together with 
any public space, recreational facilities, commercial space 
and other buildings appropriate to the project, but does not 
include a hotel; 


(7) How shareholders counted — For the pur- 
poses of paragraph (6)(d), a trust governed by a reg- 
istered pension plan or deferred profit sharing plan 
by which shares of the capital stock of a corporation 
are held shall be counted as four shareholders of the 
corporation, and a trust governed by a registered re- 
tirement savings plan by which shares of the capital 
stock of a corporation are held shall be counted as 
one. shareholder of the corporation, but, for the pur- 
pose of calculating the limitation on the holding of 
shares of the capital stock of a mortgage investment 
corporation by a trust governed by a registered pen- 
sion plan or deferred profit sharing plan, the trust 
shall be counted as one shareholder. 


(8) First taxation year — For the purposes of sub- 
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section (6), a corporation that was incorporated after 
1971 shall be deemed to have complied with para- 
graph (6)(d) throughout the first taxation year of the 
corporation in which it carried on business if it com- 
plied with that paragraph on the last day of that taxa- 
tion year. 


(9) Definitions — In this section, 


‘djabilities” of a corporation at any particular time 
means the total of all debts owing by the corporation, 
and all other obligations of the corporation to pay an 
amount, that were outstanding at that time; 


‘“non-qualifying real property’ — [Repealed] 
History: The definition ‘“‘non-qualifying real property” in subsec. 
130.1(9) repealed by 1995, c. 3, subsec. 40(2.1), applicable after 
February 22, 1994. The definition formerly read: 


“non-qualifying real property” of a corporation has the mean- 
ing assigned by subsection 131(6); 


The definition “non-qualifying real property” added by 1994, c. 7, 
Sch. VIM (1993, c. 24), subsec: 75(2.1), applicable to 1992 et seq. 


“non-qualifying taxed 


[Repealed] 

History: The definition “non-qualifying taxed capital gains” in 
subsec. 130.1(9) repealed by 1995, c. 3, subsec. 40(2), applicable 
after February 22, 1994. The definition formerly read: 


capital gains” — 


“non-qualifying taxed capital gains” of a mortgage invest- 
ment corporation for a taxation year means the amount, if 
any, by which 


(a) the amount by which its taxable capital gains for the 
year from dispositions of its non-qualifying real property 
exceeds the amounts determined under paragraph (b) of 
the definition “qualifying taxed capital gains” in respect 
of those dispositions 


exceeds the total of 


(b) the amount by which its allowable capital losses for 
the year from dispositions of its non-qualifying real prop- 
erty exceeds the amounts determined under paragraph (d) 
of the definition “qualifying taxed capital gains” in re- 
spect of those dispositions, 


(c) the amount, if any, deducted under paragraph 
111(1)(b) in computing its taxable income for the year, 
and 


(d) the amount, if any, by which the total of the amounts, 
if any, determined under paragraphs (c) and (d) of the 
definition “qualifying taxed capital gains” in respect of 
the corporation for the year exceeds the total of the 
amounts, if any, determined under paragraphs (a) and (b) 
of that definition in respect of the corporation for the 
year; 

The definition “non-qualifying taxed capital gains” added by 1994, 

c. 7, Sch. VIII (1993, c. 24), subsec. 75(2.1), applicable to 1992 et 

Seq. 


“qualifying taxed capital gains” — [Repealed] 


History: The definition “qualifying taxed capital gains” in subsec. 
130.1(9) repealed by 1995, c. 3, subsec. 40(2), applicable after Feb- 
ruary 22, 1994. The definition formerly read: 


“qualifying taxed capital gains” of a mortgage investment 
corporation for a taxation year means the amount, if any, by 
which the total of 


(a) its taxable capital gains for the year from dispositions 
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of property, other than its non-qualifying real property, 
and 


(b) all amounts each of which is an amount determined 
by the formula 


where 


A is its taxable capital gain for the year from the dispo- 
sition of a non-qualifying real property of the 
corporation, 


Bis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with February 1992, and 


Cis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with the calendar month in which the prop- 
erty was disposed of 


exceeds the total of 


(c) its allowable capital losses for the year from disposi- 
tions of property, other than its non-qualifying real 
property, 

(d) all amounts. each of which is an amount determined 
by the formula 


E 
Dien 
F 


where 


D_ is its allowable capital loss for the year from the dis- 
position of a non-qualifying real property of the 
corporation, 


Eis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with February 1992, and 


Fis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with the calendar month in which the prop- 
erty was disposed of, and 


(e) the amount, if any, by which the total of the amounts 
determined under paragraphs (b) and (c) of the definition 
“non-qualifying taxed capital gains” in respect of the cor- 
poration for the year exceeds the amount, if any, deter- 
mined under paragraph (a) of that definition in respect of 
the corporation for the year. 


The definition “qualifying taxed capital gains” added by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 75(2.1), applicable to 1992 et seq. 


“taxed capital gains” has the meaning assigned by 
paragraph 130(3)(b). 

History: Definition “taxed capital gains” added to subsec. 130.1(9) 
by 1995, c. 3, subsec. 40(3), applicable after February 22, 1994. 


Former definition “taxed capital gains” repealed, by 1994, c. 7, Sch. 
VIII (1993, c. 24), subsec. 75(2), applicable to 1992 et seg. “Taxed 
capital gains” formerly read: 


“taxed capital gains” has the meaning assigned by paragraph 
130(3)(b). 


History [subsec. 130.1(9)]: Definitions “non-qualifying real 
property”, “non-qualifying taxed capital gains” and “qualifying 
taxed capital gains” added, and “taxed capital gains” repealed, by 


1994, c. 7, Sch. VIII (1993, c. 24), subsecs, 75(2), (2.1), applicable 
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to 1992 et seq. “Taxed capital gains” formerly read: 


“taxed capital gains” has the meaning assigned by paragraph 
130(3)(b). 


Pre-RSC History [subsec. 130.1(9)]: The definition “liabili- 
ties” was para. 130.1(9)(a); “taxed capital gains”, 130.1(9)(b). 


Pre-RSC History [s. 130.1]: S. 130.1 added by 1973-74, c. 49, s. 
18(1), applicable to any taxation year of a mortgage investment cor- 
poration commencing after 1971. 


Definitions [s. 130.1]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1); “bank” — Interpretation Act 35(1); “capital 
gain” — 39(1)(a), 248(1); “capital gains dividend” — 130.1(4); 
“capital loss” — 39(1)(b), 248(1); “capital property” — 54, 248(1); 
“common share” — 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “deferred profit sharing plan” — 147(1), 248(1); “divi- 
dend” — 248(1); 
ties” — 130.1(9); “mortgage investment corporation” — 130.1(6), 
248(1); “non-qualifying real property” — 130.1(9),. 131(6); “non- 


qualifying taxed capital-gains’ — 130.1(9); “preferred share’, “pre- 


scribed”, “property” — 248(1); “public corporation” — 89(1), 
130.1(5), 248(1); “qualifying taxed capital gains” — 130.1(9); “re- 
ceived” — 248(7); “resident in Canada” — 250; “share”, “share- 


holder” — 248(1); “taxable capital gain” — 38(a), 248(1); “taxation 
year” — 249; “taxed’ capital gains’? — 130(3)(b), 130.1(9); “‘tax- 
payer” — 248(1). 


Mutual Fund Corporations 


131. (1) Election re capital gains dividend — 
Where at any particular time a dividend became pay- 
able by a corporation, that was throughout the taxa- 
tion year in which the dividend became payable a 
mutual fund corporation, to shareholders of any class 
of its capital stock, if the corporation so elects in re- 
spect of the full amount of the dividend in prescribed 
manner and at or before the earlier of the particular 
time and the first. day on which any part of the divi- 
dend was paid, 


(a) the dividend shall be deemed to be a capital 
gains dividend payable out of the corporation’s 
capital gains dividend account to the extent that it 
does not exceed the corporation’s capital gains 
dividend account at the particular time; and 


(b) notwithstanding any other provision of this 
Act, any amount received by a taxpayer in a taxa- 
tion year as, on account of, in lieu of payment of 
or in satisfaction of, the dividend shall not be in- 
cluded in computing the taxpayer’s income for 
the year as income from a share of, the capital 
stock of the corporation, but shall be deemed to 
be a capital gain of the taxpayer for the year from 
a disposition, in the year and after February 22, 
1994, by the taxpayer of capital property. 
Related Provisions: 39.1(1)“exempt capital gains: balance”C(c), 
39.1(6) — Reduction in gain to reflect capital gains exemption elec- 
tion; 84(7) — When deemed dividend ‘deemed payable; 112(4)(d), 
112(4.1)(d), 112(4.2)(d) — Capital gains dividend excluded. from 
stop-loss and share inventory valuation rules; 112(6) — No deduc- 
tion for capital gains dividend; 129(7) — No dividend refund for 
capital gains dividend; 130(2) — Application to investment corpo- 
ration; 130(3) — Meaning of investment corporation and taxed cap- 
ital gains; 131(1.1) — Deemed date of election; 131(4) — Applica- 
tion of s. 84; 132.2 — Mutual fund reorganizations; 152(1) — 
Assessment; 142.2(1)“financial institution’(c)(iii) — Mutual fund 


“eligible real property gain” — 110.6(1); “liabili- | 
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corporation not subject to mark-to-market rules; 184(2) — Tax on 
excessive elections; 184(3) — Election to treat excess as separate 
dividend; 212(2) — No withholding tax on capital gains dividend. 


History: Subsec: 131(1) amended by 1995; c.3, subsee. 41(1); ap- 
plicable to dividends paid after February 22; 1994. Subsec; (1) for- 
merly read: 


(1) Election re capital gains dividend — Where at any par- 
ticular time a dividend became payable, by a corporation-that 
was throughout the taxation year in which the dividend be- 
came payable a mutual fund corporation, to hee conyers of 
any class of shares of its capital stock, 


(a) if the corporation so elects in respect of the full” 
amount of the dividend, in prescribed form and manner ~ 
and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the: dividend shall be deemed to be a capital gains 
dividend payable out of the corporation’s capital 
gains dividend account to the extent that it does not 
exceed the corporation’s capital gains dividend. ac- 
count at the particular time, 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year 
as, on account of, in lieu of payment of or in satisfac- 
~ tion of, the dividend shall not be included in comput- * 

ing the taxpayer’s income for the year as income 
from a share of the capital stock of the corporation, 

_ but shall be deemed to be a capital gain of the tax- 
payer for the year from a disposition of capital prop- 
erty and, for the purposes of section 110.6, that prop- 
erty shall be deemed to have been disposed of by the 
taxpayer in the year, and 


(iii) any election under paragraph (b) made by the 
corporation in respect of the dividend shall be 
deemed not to have been made; and 


(b) if the corporation so elects in respect of the full 
amount of the dividend, in prescribed form and manner 
and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the dividend shall be deemed to be a capital gains 
dividend payable out of the corporation’s non-quali- 
fying real property capital gains dividend account to 
the extent that it does not exceed: the corporation’s 
non-qualifying real’ property capital gains dividend 
account at. the particular time, and 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year 
as, on account of, in lieu of payment of or in satisfac- 
tion of, the dividend shall not be included in comput- 
ing the taxpayer’s income for the year as income 
from a share of the capital stock of the corporation, 
but shall be deemed to be a capital gain of the tax- 
payer for the year from a disposition of capital prop- 
erty and, for the purposes of section 110.6, 


(A) that property shall be deemed to have been a 
non-qualifying real property of the taxpayer, 
within the meaning of that section, disposed of 
by the taxpayer in the year, and 

_ (B) the taxpayer’s eligible real property gain for 
the year from the disposition of that property 
shall be deemed to be nil. 


Subsec. 131(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24); sub- 
sec. 76(1), applicable to 1992 et seg. Subsec. (1) formerly read: 


131. (1) Election re capital gains dividend — Where at any 
particular time after 1971 a dividend has become payable by 
a corporation that was, throughout the taxation year in which 
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the dividend became payable, a mutual, fund corporation, to 
shareholders of any class of shares of its capital stock, if the 
corporation so elects in respect of the full amount of the divi- 
dend, in prescribed manner and prescribed form and at or 
before the particular time or the first day on which any part of 
the dividend was paid if that day is earlier than the particular 
time, 


(a) the dividend shall be deemed: to be a capital gains div- 
idend to the extent that it does not exceed the corpora- 
tion’s capital gains dividend, account at the particular 
time; and 


(b) notwithstanding any other provision of this Act, any 
amount received by a taxpayer in a taxation year as, on 
account or in lieu of payment of, or in satisfaction of the 
dividend shall not be included in computing the tax- 
payer’s income for the year,as income from a share of the 
capital stock of the corporation, but shall be deemed to be 
a capital gain of the taxpayer for the year from a disposi- 
tion of capital property and, for the purposes of section 
110.6, that property shall be deemed to have been dis- 
posed of by the taxpayer in the’year. 


Pre-RSC History: Para. 131(1)(b) substituted by 1988, c. 55, 
subsec. 119(1), applicable with respect. to 1988 et seq. Para 
131(1)(b) formerly read: 


(b) notwithstanding any other provision of this Act, any 
amount received by a taxpayer in a taxation year as, on ac- 
count or in lieu of payment of, or in satisfaction of the divi- 
dend shall not be included in computing his income for the 
year as income from a share of the capital stock of the corpo- 
ration, but shall be deemed to be a capital gain of the taxpayer 
for the year from the disposition by him in the year of capital 
property. 
Para. 131(1)(b) amended by 1986, c: 6, s. 76, to substitute “any 
other provision of this Act” for “anything in this Act other than sub- 
section 47.1(18)” and “disposition by, him in the year of capital 
property” for “disposition of capital property”, applicable to 1985 et 
seq. except that in respect of the 1985 taxation year the words “not- 
withstanding any other provision of this Act” shall be read as “not- 
withstanding any other provisions of this Act other than subsection 
47.1(18)”. 


Para. 131(1)(b) substituted by 1984, c. 1, s. 77, applicable with re- 
spect to amounts received after September 30, 1983, to add “other 
than subsection 47.1(18)”. 


Regulations: 2104 (prescribed manner of making election). 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- | 


243R4: Dividend refund to private corporations; IT-328R3: Losses 
on shares on which dividends have been received. 


Forms: T5 Segment; T5 Summ: Return of investment income; TS 
Supp: Statement of investment income; T2055: Election in respect 
of a capital gains dividend under subsection 131(1). 


(1.1) Deemed date of election — Where at any 
particular time a dividend has become payable by a 
mutual fund corporation to shareholders of any class 
of shares of its capital stock and subsection (1) 
would have applied to the dividend except that the 
election referred to in that subsection was not made 
on or before the day on or before which the election 
was required by that subsection to be made, the elec- 
tion shall be deemed to have been.made at the partic- 
ular time or on the first day on which any part of the 
dividend was paid, whichever is the earlier, if 


(a) the election is. thereafter made in prescribed 
manner and prescribed form; 


S. 131(2)(a) 


(b), an estimate of the penalty in respect of the 
election is paid by the corporation when the elec- 
tion is made; and 


(c) the directors or other person or persons legally 
entitled to administer the affairs of the corpora- 
tion have, before the time the election is made, 
authorized the election to be made. 
Related Provisions: 130(2) — Application to investment corpo- 
ration; 131(1.2) — Request to make election; 131(1.3) — Penalty; 
131(1.4) —‘Assessment and payment of penalty; 152(1) — 
Assessment. 


Regulations: 2104(f) (prescribed manner). 


(1.2) Request to make election — The Minister 
may at any time, by written request served person- 
ally or by registered mail, request that an election re- 
ferred to in paragraph (1.1)(a) be made by a mutual 
fund corporation and where the mutual fund corpora- 
tion on which such a request is served does not com- 
ply therewith within 90 days after service of the re- 
quest, subsection (1.1) does not apply to such an 
election made thereafter by it. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. ; 


(1.3) Penalty — For the purposes of this section, 
the penalty in respect of an election referred to in 
paragraph (1.1)(b) is an amount equal to the lesser of 


(a) 1% per annum of the amount of the dividend 
referred to in the election for each month or part 
of a month during the period commencing with 
the time that the dividend became payable, or the 
first day on which any part of the dividend was 
paid if that day is earlier, and ending with the day 
on which the election was made, and 


(b) the product obtained when $500 is multiplied 
by the proportion that the number of months or 
parts of months during the period referred to in 
paragraph (a) bears to 12. 


(1.4) Assessment and payment of penalty — 
The Minister shall, with all due dispatch, examine 
each election referred to in paragraph (1.1)(a), assess 
the penalty payable and send a notice of assessment 
to the mutual fund corporation and the corporation 
shall pay forthwith to the Receiver General, the 
amount, if any, by which the penalty so assessed ex- 
ceeds the total of all amounts previously paid on ac- 
count of that penalty. 


Related Provisions: 152(1)— Assessment. 


Pre-RSC History: Subsecs. 131(1.1)-(1.4) added by 1980-81-82- 
83, c. 48, s. 76, applicable with respect to dividends that become 
payable after 1974. 


(2) Capital gains refund to mutual fund cor- 
poration — Where a corporation was, throughout a 
taxation year, a mutual fund corporation and a return 
of its income for the year has been made within 3 
years from the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund without application therefor an 
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amount (in this section referred to as its “‘capital 
gains refund” for the year) equal to the lesser of 


(1) 21% of the total of 


(A) all capital gains dividends paid by the 
corporation in the period commencing 60 
days after the commencement of the year 
and ending 60 days after the end of the 
year, and 


(B) its capital gains redemptions for the 
year, and 


(ii) the corporation’s refundable capital gains 
tax on hand at the end of the year; and 


(b) shall, with all due dispatch, make such a re- 
fund after mailing the notice of assessment if ap- 
plication therefor has been made in writing by the 
corporation within the period determined under 
paragraph 152(4)(b) or (c), as the case may be, 
within which the Minister may reassess tax paya- 
ble by the corporation for the year. 


Related Provisions: 130(2) — Application; 131(3) — Applica- 
tion to other liability; 131(3.1), (3.2) — Interest; 152(1) — Assess- 
ment; 157(3)(c) — Reduction in instalment obligations to reflect 
capital gains refund; 160.1 — Where excess refunded. 


Pre-RSC History: Para. 131(2)(b) substituted by 1990, c. 39, s. 
31, applicable after April 27, 1989. Para. 131(2)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the corporation within 


(i) the 6 year period referred to in paragraph 152(4)(b), 
where that paragraph applies, and 

(i1) the 3 year period referred to in paragraph 152(4)(c), 
in any other case. 


That portion of subpara. 131(2)(a)(i) preceding cl. (A) amended by 
1988, c. 55, subsec. 119(2), to substitute “21%” for “18%”, applica- 
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ble to taxation years ending after June 1988, except that in its appli- 
cation to taxation years ending after June 1988 and before 1990, the 
reference in subpara. 131(2)(a)(i) to “21%” shall be read as a refer- 
ence to “1873%”. 


Subsec. 131(2) substituted by 1984, c. 45, s. 48, applicable after 
April 19, 1983, except that in the application of subsec. 131(2) to 
capital gains refunds for the 1982 and preceding taxation years the 
references therein to “3” and “6” shall be read as references to “4” 
and “7” respectively. Subsec. 131(2) formerly read: 


(2) Capital gains refund to mutual fund corporation — 
Where a corporation was, throughout a taxation year, a mu- 
tual fund corporation, if a return of its income for the year has 
been made within 4 years from the end of the year the 
Minister 


(a) may, upon mailing the notice of assessment for the 
year, refund without application therefor an amount (in 
this section referred to as its “capital gains refund” for 
the year) equal to the lesser of 


(i) 18% of the aggregate of 
(A) all capital gains dividends paid by the corpo- 
ration in the period commencing 60 days after 
the commencement of the year and ending 60 
days after the end of the year, and 
(B) its capital gains redemption for the year, and 
(ii) the corporation’s refundable capital gains tax on 
hand at the end of the year; and 


(b) shall make such a refund after mailing the notice of 
assessment if application therefor has been made in writ- 
ing by the corporation within 4 years from the end of the 
year. 


All that portion of subpara. 131(2)(a)(i) preceding cl. (A) substi- 
tuted by 1979, c. 5, subsec. 43(1), applicable to taxation years end- 
ing after November 16, 1978. That portion formerly read: 

(i) 20% of the aggregate of 
Cl. 131(2)(a)(i)(A) substituted by 1973-74, c. 30, subsec. 20(1), ap- 
plicable to the first taxation year commencing after July 27, 1973 


and to all subsequent taxation years. Cl. 131(2)(a)(i)(A) formerly 
read: 


(A) all capital gains dividends paid by the corporation in the 
year, and 
Interpretation Bulletins: IT-98R2: Investment corporations. 


(3) Application to other liability — Instead. of 
making a refund that might otherwise be made under 
subsection (2), the Minister may, where the corpora- 
tion is liable or about to become liable to make any 
payment under this Act, apply the amount that would 
otherwise be refunded to that other liability and no- 
tify the corporation of that action. 


Related Provisions: 130(2) — Application to investment corpo- 
ration; 152(1) — Assessment. 


(3.1) Interest on capital gains refund — Where 
a capital gains refund for a taxation year is paid to, 
or applied to a liability of, a corporation, the Minis- 
ter shall pay or apply interest on the refund at the 
prescribed rate for the period beginning on the day 
that is the later of 


(a) the day that is 120 days after the end of the 
year, and 


(b) the day on which the corporation’s return of 
income under this Part for the year was filed 
under section 150, unless the return was filed on 
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or before the day on or before which it was re- 
quired to be filed, 


and ending on the day the refund is paid or applied. 


Related Provisions: 130(2) — Application to investment corpo- 
ration; 131(3.2)— Excess interest on capital gains refund; 221.1 — 
Application of interest where legislation retroactive; 248(11) — In- 
terest compounded daily. 


History: Subsec. 131(3.1) added by 1994, c. 7, Sch. VIIT (1993, c. 
24), subsec. 76(2), applicable to capital gains refunds paid or ap- 
plied with respect to taxation years beginning after 1991. 


Regulations: 4301(b) (prescribed rate of interest). 


(3.2) Excess interest on capital gains re- 
fund — Where at any particular time interest has 
been paid to, or applied to a liability of, a corpora- 
tion under subsection (3.1) in respect of a capital 
gains refund and it is determined at a subsequent 
time that the capital gains refund was less than that 
in respect.of which interest was so paid or applied, 


(a) the amount by which the interest that was so 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined 
at the subsequent time to be the capital gains re- 
fund shall be deemed to be an amount (in this 
subsection referred to as the “amount payable’’) 
that became payable under this Part by the corpo- 
ration at the particular time; 


(b) the corporation shall pay to the Receiver Gen- 
eral interest at the prescribed rate on the amount 
payable, computed from the particular time to the 
day of payment; and 


(c) the Minister may at any time assess the corpo- 
ration in respect of the amount payable and, 
where the Minister makes such an assessment, 
the provisions of Divisions I and J apply, with 
such modifications as the circumstances require, 
in respect of the assessment as though it had been 
made under section 152. 
Related Provisions: 20(1)(1l) — Deduction on repayment of in- 
terest; 130(2) — Application to investment corporation; 221.1 — 
Application of interest where legislation retroactive; 248(11) — In- 
terest compounded daily. 


History: Subsec. 131(3:2) added by 1994, c. 7, Sch. VHT (1993, c. 
24), subsec:76(2), applicable to capital gains refunds paid or ap- 
plied with respect to taxation years beginning after 1991. 


Regulations: 4301(a) (prescribed rate of interest). 


(4) Application of section 84 — Section 84 does 
not apply to deem a dividend to have been paid by a 
corporation to any of its shareholders, or to deem 
any of the shareholders of a corporation to have re- 
ceived a dividend on any shares of the capital stock 
of the corporation, if at the time the dividend would, 
but for this subsection, be deemed by that section to 
have been so paid’ or received, as the case may be, 
the corporation was a mutual fund corporation. 

Related Provisions: 131(11)(c)— Rules re prescribed labour- 


sponsored venture capital corporations; 132.2(1)(o)(i) — Mutual 
fund reorganization. 


(5) Dividend refund to mutual fund corpora- 


S. 131(5) 


tion — A corporation that was, throughout a taxa- 
tion year, a mutual fund corporation other than an 
investment corporation shall, for the purposes of par- 
agraph 87(2)(aa), section 129 and Part IV, be 
deemed to have been a private corporation through- 
out the year, except that 


(a) its refundable dividend tax on hand at the end 
of the year (within the meaning assigned by sub- 
section 129(3)) shall be determined without refer- 
ence to paragraph (a) of that subsection; and 


(b) in its application to the corporation in respect 
of the year, subsection 186(1) shall be read with- 
out reference to paragraph 186(1)(b). 


Related Provisions: 112 — Deduction of dividends received by 
resident corporation; 113 — Deduction of dividend from foreign af- 
filiate; 131(1) — Election re capital gains dividend; 131(2) — Capi- 
tal gains refund; 131(4) — Application of s. 84; 131(11)(c) — 
Rules re prescribed labour-sponsored venture capital corporations; 
152(1) — Assessment; 157(3) — Private, mutual fund, non-resi- 
dent-owned investment corporations. : 


History: Para. 131(5)(a) amended by 1996, c. 21, subsec...33(1), 
applicable to taxation years that end after June 1995. Para. (a) for- 
merly read: 


(a) for the purposes of section 129, its refundable dividend 
tax on hand at the end of the year shall be deemed to be the 
amount, if any, by which the total of 


(i) the total of amounts each of which is an amount in 
respect of the year or any preceding taxation year 
throughout which it is deemed by this subsection to have 
been a private corporation, equal to the tax under Part IV 
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payable by it for that year, and 


(1.1) the amount, if any, of the corporation’s addition at 
December 31, 1986 of refundable dividend tax on hand 
(within the meaning assigned by subsection 129(3.3)), 


exceeds the total of 


(11) the total of amounts each of which is the corpora- 
tion’s dividend refund for any previous taxation year de- 
scribed in subparagraph (i), 


(111) the amount, if any, of the corporation’s reduction at 
December 31, 1977 of refundable dividend tax on hand 
(within the meaning assigned by subsection 129(3.1)), 
and 

(iv) the amount, if any, of the corporation’s reduction at 
December 31, 1987 of refundable dividend tax on hand 
(within the meaning assigned by subsection 129(3.5)); 
and 
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payable by the corporation before that time 
and more than 60 days after the end of the last 
taxation year that ended more than 60 days 
before that time, and 


(111) all amounts each of which is an amount in 

respect of any taxation year that ended more 

than 60 days before that time throughout 

which it was a mutual fund corporation, equal 

to '%/1 of its capital gains refund for that year; 
Related Provisions: 88(2)(a)(i.1) — Winding-up; 87(2)(bb) — 
Amalgamation — addition to amounts determined under 
131(6)“capital gains dividend account’(a) and (b). 


History: The definition “capital gains dividend account” in subsec. 
131(6) amended by 1995, c. 3, subsec. 41(3), applicable after Febru- 
ary 22, 1994. The definition formerly read: 


Pre-RSC History: Subpara. 131(5)(a)(iv) added by 1988, c. 55, 
subsec. 119(3), applicable with respect to 1988 et seq. 


All that portion of para. 131(5)(a) preceding subpara. (ii) substituted 
(with subpara. (i.1) being added) by 1986, c. 55, subsec. 53(1), ap- 
plicable to 1987 et seq. That portion formerly read: 


(a) for the purposes of section 129, its refundable dividend 
tax on hand at the end of the year shall be deemed to be the 
amount, if any, by which 


(i) the aggregate of amounts each of which is an amount 
in respect of the year or any previous taxation year 
throughout which it is deemed by this subsection to have 
been a private corporation, equal to the tax under Part IV 
payable by it for that year, 


exceeds the aggregate of 
Para. 131(5)(a) substituted by 1977-78, c. 1, s. 65, applicable to 
1978 et seq. Para. 131(5)(a) formerly read: 


(a) for the purposes of section 129 its refundable dividend tax 
on hand at the end of the year shall be deemed to be the 
amount, if any, by which 


(i) the aggregate of amounts each of which is an amount 
in respect of the year or any previous taxation year 
throughout which it is deemed by this subsection to have 
been a private corporation, equal to the tax under Part IV 
payable by it for that year, 


exceeds 
(ii) the aggregate of amounts each of which is the corpo- 


ration’s dividend refund for any previous taxation year 
described in subparagraph (i); and 


(6) Definitions — In this section, 


“capital gains dividend account” of a mutual fund 
corporation at any time means the amount, if any, by 
which 


(a) its capital gains, for all taxation years that be- 
gan more than 60 days before that time, from dis- 
positions of property after 1971 and before that 
time while it was a mutual fund corporation 


exceeds 
(b) the total of 


(i) its capital losses, for all taxation years that 
began more than 60 days before that time, 
from dispositions of property after 1971 and 
before that time while it was a mutual fund 
corporation, 


(i1) all capital gains dividends that became 
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“capital gains dividend account” of a mutual fund corporation 
at any time means the amount, if any, by which the total of 


(a) its capital gains, for all taxation years beginning more 
than 60 days before that time, from dispositions of prop- 
erty (other than its non-qualifying real property) after 
1971 and before that time while it was a mutual fund cor- 
poration, and 


(b) all amounts each of which is an amount determined 
by the formula 


B 
ING ees 
Cc 


where 


A is its capital gain, for a taxation year beginning more 
than 60 days before that time, from the disposition of 
a non-qualifying real property of the corporation 
before that time while it was a mutual fund 
corporation, 


B _ is the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with February 1992, and 


C is the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with the calendar month in which the prop- 
erty was disposed of by it 


exceeds the total of 


(c) its capital losses, for all taxation years beginning 
more than 60 days before that time, from dispositions of 
property (other than its non-qualifying real property) af- 
ter 1971 and before that time while it was a mutual fund 
corporation, 


(d) all amounts each of which is an amount determined 
by the formula 


where 


D is its capital loss, for a taxation year beginning more 
than 60 days before that time, from the disposition of 
a non-qualifying real property of the corporation 
before that time while it was a mutual fund 
corporation, 


Eis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with February 1992, and 
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Fis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with the calendar month in which the prop- 
erty was disposed of by it, 


(e) all capital gains dividends that became payable by the 
corporation before that time and more than 60 days after 
the end of the last taxation year ending more than 60 days 
before that time, other than any such dividends that be- 
came payable out of the corporation’s non-qualifying real 
property capital gains dividend account, 


(f) all amounts each of which is an amount in respect of 
any taxation year ending more than 60 days before that 

. time throughout which it was a mutual fund corporation, 
equal to 100/21 of its capital gains refund for that year, 
and 


(g) the amount, if any, by which the total of the amounts 
determined under paragraphs (b) and: (c) of the definition 
“non-qualifying real property capital gains dividend ac- 
count” in respect of the corporation at that time exceeds 
the amount determined under paragraph (a) of that defini- 
tion in respect of the corporation at that time; 


“Capital gains dividend account” in subsec. 131(6) amended. by 


1994, c. 7, Sch. VIII (1993, c. 24), subsec. 76(3), applicable to 1992 | 


et seq. That definition formerly read: 


“capital gains dividend account” of a mutual fund corporation 
at any time means the amount determined by the formula 


A-(B+C+D) 
where 


A is the total amount of the corporation’s capital gains, for 
all taxation years commencing more than 60 days before 
that time, from dispositions of property after 1971 and 
before that time while it was a mutual fund corporation, 


B. is the total amount of the corporation’s capital losses, for 
all taxation years commencing more than 60 days before 
that time, from dispositions of property after 1971 and 
before that time while it was a:mutual fund corporation, 


C is the total amount of all capital gains dividends that be- 
came payable by the corporation before that time and 
more than 60 days after the end of the last taxation year 
ending more than 60 days before that time, and 


D is the total of all amounts each of which is an amount in 
respect of any taxation year ending more than 60 days 
before that time throughout which the corporation was a 
mutual, fund corporation, equal. to 100/21 of its capital 
gains refund for that year; 


Pre-RSC History: The definition “capital gains dividend ac- 
count” was para. 131(6)(b). See Table of Concordance. 


Cl. 131(6)(b)(ii)(C) amended by 1988, c. 55, subsec. 119(5), to sub- 
stitute “any taxation year” for “any taxation year of the corporation” 


and “100/21 of” for “50/9” times”, applicable with respect to the © 


determination of amounts under cl. 131(6)(b)(ii)(C), in respect of 
taxation years ending after June 1988, except that in its application 
with, respect to the determination of amounts under that clause in 
respect of taxation years ending before, 1990, the, reference to 
“100/21” shall be read as a reference to “75/14”. 


Cl, 131(6)(b)(ii)(C) substituted by 1979, c. 5, subsec. 43(3), applica- 
ble to taxation years ending after November 16, 1978 except that in 
its application to taxation years ending before November 17, 1978 
the reference in cl. 131(6)(b)(ii)(C), to “50/9” shall be read as a ref- 
erence to “‘5’’. Cl. (b)(1)(C) formerly read: 


(C) all amounts each of which is an amount in respect of any 
taxation year of the corporation ending more than 60 days 
before that time throughout which it was a mutual fund cor- 
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poration, equal to 5 times’ its capital gains refund for that 
year; 


Para. 131(6)(b) substituted by 1973-74, c. 30, subsec. 20(2), appli- 
cable to the first taxation year commencing after July 27, 1973 and 
to all. subsequent taxation years. Para. 131(6)(b) formerly read: 


(b) “capital gains dividend account” of a mutual fund corpo- 
ration at any time means the amount, if any, by. which 
(i) its capital gains from dispositions of property after 
1971 and before that time while it was a mutual fund 
corporation, 
exceeds 
(ii) the aggregate of 


(A) its capital losses from dispositions of property 
after 1971 and before that time while it was a mutual 
fund corporation, 


(B) all capital gains dividends that became payable 
by the corporation before that time and after the end 
of the last taxation year ending before that time, and 


(C). all amounts each of which is an amount in re- 
spect of any taxation year of the. corporation-ending 
before that time throughout which it was a mutual 
fund corporation, equal to 5 times its capital gains 
refund for that year; 


“capital gains redemptions” of a mutual fund cor- 
poration for a taxation year means the amount deter- 
mined by the formula 


ASG 4D) 
B 


where 


A is the total of all amounts paid by the corporation 
in the year on the redemption of shares of its cap- 
ital stock, 


B is the total of the fair market value at the end of 
the year of all the issued shares of its ‘capital 
stock and the amount determined for A in respect 
of the corporation for the year, 


C is 100/21 of the corporation’s refundable capital 
gains tax on hand at the end of the year, and 


D is the amount determined by the formula 


(K + L) - (M +N) 
where 


K is the amount of the fair market value at the 
end of the year of all the issued shares of the 
corporation’s capital stock, 


L. is the total of all amounts:each of which is the 
amount of any debt owing by the corporation, 
or of any other obligation of the corporation to 
pay an amount, that.was outstanding at that 
time, 

M is the total of the cost amounts to the corpora- 
tion at that time of all its properties, and 

N. is the amount of any money of the corporation 
on hand at that time; 


Related Provisions: 130(2) — Application to investment corpo- 
ration; 132.2(1)(p) — Mutual fund reorganizations; 257 — Formula 
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amount cannot calculate to less than zero. 


Pre-RSC History: The definition “capital gains redemptions” was 
para. 131(6)(a). Descriptive subparagraphs have been replaced by 
the formula. The pre-R.S.C. version read: 


(a) “capital gains redemptions” of a mutual fund corporation 
for a taxation year means that proportion of 


(i) the aggregate of 


(A) 100/21 of its refundable capital gains tax on 
hand at the end of the year, and 


(B) the amount, if any, by which the aggregate of the 
fair market value at the end of the year of all of the 
issued shares of its capital stock and all amounts 
each of which is the amount of any debt owing by the 
corporation, or of any other obligation of the corpo- 
ration to pay an amount, that was outstanding at that 
time exceeds the aggregate of the cost amounts to it 
at that time of all of its properties and the amount of 
any money of the corporation on hand at that time, 


that 


(ii) the aggregate of amounts paid by it in the year on the 
redemption of shares of its capital stock 

is of 
(iii) the aggregate of the fair market value at the end of 
the year of all of the issued shares of its capital stock and 


the amount determined under subparagraph (ii) in re- 
spect of the corporation for the year; 


Cl. 131(6)(a)G)(A) amended by 1988, c. 55, subsec. 119(4), to sub- 
stitute “100/21 of’ for “50/9 times”, applicable to taxation years 
ending after June 1988, except that in its application to taxation 
years ending before 1990, the reference to “100/21” shall be read as 
a reference to “75/14”. 


Cl. 131(6)(a)(i)(A) amended by 1979, c. 5, subsec. 43(2), applicable 
to taxation years ending after November 16, 1978. Cl. (a)(i)(A) for- 
merly read: 


(A) 5 times its refundable capital gains tax on hand at the end 
of the year, and 


“dividend refund [para. 131(6)(c)]” — [Repealed 
under former Act] 


Pre-RSC History: Former para. 131(6)(c) repealed by 1985, c. 45, 
s. 76, applicable to 1985 et seg. That para. formerly read: 


(c) “dividend refund” of a corporation for a taxation year has 
the meaning assigned by subsection 129(1); 


‘“non-qualifying real property’ — [Repealed] 
Related Provisions: 125(7) — “specified investment business”. 


History: The definition “non-qualifying real property” in subsec. 
131(6) repealed by 1995, c. 3, subsec. 41(2), applicable after Febru- 
ary 22, 1994. The definition formerly read: 


“non-qualifying real property” of a corporation or trust (other 
than a personal trust) means property disposed of by the cor- 
poration or trust after February 1992 that at the time of its 
disposition is 

(a) real property, 


(b) a share of the capital stock of a corporation, the fair 
market value of which is derived principally from real 
property, other than real property that was used 


(i) throughout that part of the 24-month period im- 
mediately preceding that time while it was owned by 
the corporation or a corporation related to the corpo- 
ration, or 


(ii) throughout all or substantially all of the time in 
the period preceding that time during which it was 
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owned by the corporation or a corporation related to 
the corporation, 


principally in an active business carried on by the corpo- 
ration or a corporation related to it, but not including a 
share of the capital stock of a corporation the fair market 
value of which is derived principally from real property 
owned by another corporation the shares of which would, 
if owned by the corporation or the trust, not be non-quali- 
fying real property of the corporation or the trust, 


(c) an interest in a partnership or trust, the fair market 
value of which is derived principally from real property, 
other than real property that was used 


(i) throughout that part of the 24-month ‘period im- 
mediately preceding that time while it was property 
of the partnership or trust, or 


(ii) throughout all or substantially all of the time in 
the period preceding that time during which it was 
property of the partnership or trust, 


principally in an active business carried on by one or 
more persons as members of the partnership or by the 
trust, or 


(d) an interest or an option in respect of property de- 
scribed in any of paragraphs (a) to (c), 


and, for the purposes of this definition, an “active business” 
carried on by a person at any time means a business carried 
on by the person at that time other than a business (other than 
a business carried on by a credit union or a business of leas- 
ing property that is not real property) the principal purpose of 
which is to derive income from property (including interest, 
dividends, rents or royalties), unless the person or, where the 
person carries on the business as a member of a partnership, 
the partnership 


(e) employs in the business at that time more than 5 indi- 
viduals on a full-time basis, or 


(f) in the course of carrying on the business has manage- 
rial, administrative, financial, maintenance or other simi- 
lar services provided to it at that time and the person or 
partnership could reasonably be expected to require more 
than 5 full-time employees if those services had not been 
so provided; 


The closing words of para. (b) of the definition “non-qualifying real 
property” in subsec. 131(6) substituted by 1994, c. 21, s. 63, appli- 
cable to 1992 et seg. The closing words formerly read: 


principally in an active business carried on by the corporation 
or a corporation related to it, 


“Non-qualifying real property” added by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 76(3.1), applicable to 1992 et seq. 


“non-qualifying real property capital gains divi- 
dend account” — [Repealed] 


History: The definition “non-qualifying real property capital gains 
dividend account” in subsec. 131(6) repealed by 1995, c. 3, subsec. 
41(2), applicable after February 22, 1994. The definition formerly 
read: 


“non-qualifying real property capital gains dividend account” 
of a mutual fund corporation at any time means the amount, if 
any, by which 


(a) the total of all amounts each of which is the amount 
by which its capital gain, for a taxation year beginning 
more than 60 days before that time, from the disposition 
of a non-qualifying real property of the corporation 
before that time while it was a mutual fund corporation 
exceeds the amount determined under paragraph (b) of 
the definition “capital gains dividend account” in respect 
of that. disposition 
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exceeds the total of 


(b) all amounts each of which is the amount by which its 
capital loss, for a taxation year beginning more than 60 
days before that time, from the disposition of a non-qual- 
ifying real property of the corporation before that time 
while it was a mutual fund corporation exceeds the 
amount determined under paragraph (d) of the definition 
“capital gains dividend account” in respect of that 
disposition, 
(c) all capital gains dividends that became payable by the 
corporation before that time and more than 60 days after 
the end of the last taxation year ending more than 60 days 
before that time, other than any such dividends that be- 
came payable out of the corporation’s capital gains divi- 
dend account, and . 
(d) the amount, if any, by which the total of all amounts 
determined under paragraphs (c) to (f) of the definition 
“capital gains dividend account” in respect of the corpo- 
ration at that time exceeds the total of all amounts deter- 
mined under paragraphs (a) and (b) of that definition in 
respect of the corporation at that time; 

“Non-qualifying real property capital gains dividend account’ ad- 

ded to subsec. 131(6) by 1994, c..7, Sch. VIII (1993, c. 24), subsec. 

76(3.1), applicable to 1992 et seq. 


“refundable capital gains tax.on hand” of a mu- 
tual fund corporation at the end of a taxation year 
means the amount determined by.the formula 


A-B 
where 


A is the total of all amounts each of which is an 
amount in respect of that or any previous taxation 
year throughout which the corporation was a mu- 
tual fund corporation, equal to the least of 


(a) 28% of its taxable income for the year, 


(b) 28% of its taxed capital gains for the year, 
and 


(c) the tax payable by it under this Part for the 
year determined without reference to section 
123.2, and 


B. is the total of all amounts each of which is an 
amount in respect of any previous taxation year 
throughout which the corporation.was a mutual 
fund corporation, equal to its capital gains refund 
for the year. 


Related Provisions: 87(2)(bb) — Amalgamation — “addition to 
amounts determined under 131(6)“refundable capital gains tax on 
hand”A and B; 130(2) — Application to investment corporation; 
131(7) — Taxed capital gains defined; 132.2(1)() — RCGTOH mi- 
nus capital gains refund added to RCGTOH of transferee on quali- 
fying exchange of property between mutual funds; 257 — Formula 
cannot calculate to less than zero. 


Pre-RSC History: The definition “refundable capital gains tax on 
hand” was para. 131(6)(d). Descriptive subparagraphs have been 
replaced by the formula. The pre-R.S.C. version read: 


(d) “refundable capital gains tax on hand” of a mutual fund 
corporation at the end of a taxation year means the amount, 
if any, by which 


(i) the aggregate of amounts each of which is an amount 
in respect of that or any previous taxation year through- 
out which it was a mutual fund corporation, equal to the 


S. 131(8)(b)@) 


least of 
(A) 28% of its taxable income for the year, 
(B) 28% of its taxed capital gains for the year, and 


(C) the tax payable by it under this Part for the year 
_ determined without reference to section 123.2, 


exceeds 


(ii) the aggregate of amounts each of which is an amount 
in respect of any previous taxation year throughout 
which it was a mutual fund corporation, ee to its capi- 
tal gains refund for the year. 
Cls. 131(6)(d)(i)(A) and (B) amended by 1988, c. 55, subsec. 
119(6), to substitute in each “28%” for “36%”, applicable with re- 
spect to the determination of amounts under those clauses in respect 
of taxation years ending after June 1988, except that in its applica- 
tion to a taxation year of a corporation commencing before July 
1988 and ending after June 1988 
(a) there shall be added to the amount determined under cl. 
131(6)(d)G)(A) in respect of the corporation for the year that 
proportion of 8% of its taxable income for the year that the 
number of days in the year that are before July 1988 is of the 
number of days in the year; and 
(b) there shall be added to the amount determined under cl. 
131(6)(d)(@)(B) in respect of the corporation for the year that 
proportion of 8% of its taxed capital gains for the year that the 
number of days in the year that are before July 1988 is of the 
number of days in the year. 
Cl. 131(6)(d)G@)(C) substituted by 1986, c. 55, subsec. 53(2), appli- 
cable to 1987 et seq. That clause formerly read: 
(C) where the taxation year ended after May. 6, 1974, the tax 
payable under this Part by it for the year; 
Cls. 131(6)(d)()(A), (B) amended by 1979, c. 5, subsec. 43(4), ap- 
plicable to taxation years ending after November 16, 1978 except 
that in its application to taxation years ending before November 17, 
1978 the references to “36%” shall be read'as references to “40%”. 
Cls. (d)(i)(A), (B) formerly read: 
(A) 40% of its taxable income for the year, 
(B) 40% of its taxed capital gains for the year, and 


Subpara. 131(6)(d)(i) substituted by 1974-75-76, c. 26, s. 88, appli- 
cable to taxation years ending after May 6, 1974. Subpara. 
131(6)(d)@) formerly read: 


(i) the aggregate of amounts each of which is an amount in 
respect of that or any previous taxation year throughout 
which it was a mutual fund corporation, equal to 40% of the 
lesser of its taxable income for the year and its taxed capital 
gains for the year, 


(7) Definition of “taxed capital gains” — In 
subsection (6), “taxed capital gains” of a taxpayer 
for a taxation year has the meaning assigned by sub- 
section 130(3). 


(8) Meaning of “mutual fund corporation” 
Subject to subsection (8.1), a corporation is, for the 
purposes of this section, a mutual fund corporation at 
any time in a taxation year if, at that time, it was a 
prescribed labour-sponsored venture capital corpora- 
tion or 


(a) it was a Canadian corporation that was a pub- 
lic corporation; 


(b) its only undertaking was 


(i) the investing of its funds in property (other 
than real property), 
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(ii) the acquiring, holding, maintaining, im- 
proving, leasing or managing of any real prop- 
erty that is capital property of the corporation, 


or 


(iii) any combination of the activities de- 
scribed in subparagraphs (i) and (ii), and 


(c) the issued shares of the capital stock of the 
corporation included shares 


(i) having conditions attached thereto that in- 
cluded conditions requiring the corporation to 
accept, at the demand of the holder thereof 
and at prices determined and payable in accor- 
dance with the conditions, the surrender of the 
shares, or fractions or parts thereof, that are 
fully paid, or 


(11) qualified in’ accordance with prescribed 
conditions relating to the redemption of the 
shares, 


and the fair market value of such of the issued 
shares of its capital.stock as had conditions at- 
tached thereto that included such conditions or as 
were so qualified, as the case may be, was not 
less than 95% of the fair market value of all of 
the issued shares of the capital stock of the corpo- 
ration (such fair market values being determined 
without regard to any voting rights attaching to 
shares of the capital stock of the corporation). 
Related Provisions: 131(8.1) — Corporation deemed not to be 
mutual fund corporation; 132.2(1)(p) — Corporation deemed not to 
be mutual fund corporation after rollover of property to mutual fund 
trust; 142.2(1)“financial institution’ (c)(iii) — Mutual. fund corpora- 
tion not subject. to mark-to-market rules; 248(1)‘ ‘mutual fund corpo- 
ration” — Definition applies to entire Act. 


History: Para. 131(8)(b) amended by 1995, c. 21, s. 67, applicable 
to 1994 et seg. Para. (b) formerly read: 


(b) its only ese cing was the investing of funds of the cor- 
poration; and 


That portion of subsec. 131(8) preceding para. (a) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 110(1), applicable to 1990 
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et seq. That portion formerly read: 


(8) Meaning of expression “mutual fund corporation” — 
For the purposes of this Act, a corporation is a mutual fund 
corporation at any time in a taxation year if at that time 
Regulations: 6701 fgg ae labour-sponsored venture capital 
corporation). 
fl, Technical News: No. 6 (mutual funds trading — meaning of 
‘investing its funds in property” in 131(8)(b)(i)). 


Advance Tax Rulings: ATR-62: Mutual fund distribution limited 
partnership — amortization of selling commissions. 


(8.1) Idem — Where, at any time, it can reasonably 
be considered that a corporation, having regard to all 
the circumstances, including the terms and condi- 
tions of the shares of its capital stock, was estab- 
lished or is maintained primarily for the benefit of 
non-resident persons, the corporation shall be 
deemed not. to be.a mutual fund corporation after 
that time unless 


(a) throughout the period beginning on the later 
of February 21, 1990 and the day of its incorpora- 
tion and ending at that time, all or substantially 
all of its property consisted of property other than 


(i) real property situated in Canada (including 
any interest therein or option in respect 
thereof, whether or not the property is in exis- 
tence), and 


(11) property that would, if 
(A) the corporation were non-resident, 


(B) paragraph 115(1)(b) were read without 
reference to subparagraphs 115(1)(b)(j) 
and (i1), and 


(C) the property were disposed of, 


be taxable Canadian property of the corpora- 

tion; or 
(b) it has not issued a share (other than a share 
issued as a stock dividend) of its capital stock af- 
ter February 20, 1990 and before that time to a 
person who, after reasonable inquiry, it had rea- 
son to believe was non-resident, except where the 
share was issued to that person under an agree- 


ment in writing entered into before February 21, 
Toye. 


Related Provisions: 248(4) — Interest in real property. 


History: Subsec. 131(8.1) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 110(2), applicable after February 20, 1990. 


(9) Reduction of refundable capital gains tax 
on hand — Notwithstanding any other provision of 
this section, the amount determined for A in the defi- 
nition “refundable capital gains tax on hand” in sub- 


section. (6) in respect of the 1972 or 1973 taxation 


year of a corporation is, 


(a) in respect of its 1972 taxation year, 91.25% of 
the amount so determined; and 


(b) in respect of its 1973 taxation year, the total 
of 


(i) 91.25% of that proportion of the amount so 
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determined that the number of days in that 


portion of the year thatis before 1973 is of the 


number of days in the whole year, and 


~ Gi) 100% of that proportion of the amount so — 
determined that the number of days in that — 


portion of the year that is after 1972 is of the 
number of days in the whole year. 


Related Provisions: 131(1) — Election re capital gains dividend; 
131(6),— Definitions. 


Pre-RSC History: cali, 131(9) added i 1972, c. 9, 8. ae 


(10) Restricted financial institution — Notwith- 
Standing any other provision of this Act, a mutual 
fund corporation or an investment corporation that at 


any time would, but for this subsection, be a re- 


stricted financial institution shall, if it has so elected 
in prescribed manner and prescribed form before that 
time, be deemed not to be a restricted financial insti- 
_ tution at that time. 


Related Provisions: 112(2.1) — Where no deduction of dividend 
permitted. 


Pre-RSC History: Subsec. 131(10) added by 1988,-c. 55, subsec. 
119(7), applicable after December 15, 1987 except that the pre- 
scribed form referred to therein may. be filed at any time before 
March 14, 1989. 


Forms: T2143: Election not to bea restricted financial institution. 


(11) Rules respecting prescribed labour- 
sponsored venture capital corporations — 
Notwithstanding any other provision of this Act, in 
applying this Act to a corporation that was at any 


time a prescribed SDA SONOMA venture: capital | 


_ corporation, 


(a) for the purposes of subparagraphs 129(3)(a)(i) 
-and (ii), the amount deducted under paragraph 
111(1)(b) from ‘the corporation’s income for each 
taxation year ending after that time shall be 
deemed to be nil; 


- (b) the definition “aggregate investment income” 
in subsection 129(4) shall be read without refer- 
“ence to paragraph (a) of that definition in its ap- 
plication to taxation years that end after that time; 


(c) notwithstanding subsection (4), if it so elects 
in its return of income under this Part for a taxa- 

tion year ending after that time, subsection 84(1) 

applies for that ges and all subsequent taxation 
_ years; 


(d) subsection (5) does not apply bgt taxation 
years ending after that time; and 


(e) the amount of the corporation’s capital divi- 
dend account at any time after that time shall be 
~ deemed to be nil. 


Related Provisions: 186.1 — Exempt corporations. 


History: Para. 131(11)(b) amended by 1996, c. 21, subsec. 33(2), 
applicable to taxation years that end after June ed Para. ea) for- 
merly read: 


(b) the value of A in the definition “Canadian investment in- 
come” in subsection 129(4) shall be deemed to be zero for 
taxation years ending after that time; 


S..132(1)(b) 


Subsec. 131(11) added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 
110(3), applicable to 1990 et seq. 


Definitions [s. 131]: ‘active business” — 248(1); “amount”, “‘as- 
sessment’, “business” — 248(1); “Canada” — 255; “Canadian cor- 
poration” — 89(1), 248(1); “capital dividend account” — 89(1) 
{technically not applicable to s. 131]; “capital gain” — 39(1)(a), 
248(1); “capital gains dividend account”, “capital gains redemp- 
tions” — 131(6); “capital gains refund” ; “capital loss” — 
39(1)(b), 248(1); “capital property” — 54, 248(1); “class. of 
shares” — 248(6); “corporation” — 248(1), Interpretation Act 
35(1); “cost amount” — 248(1); “credit union” — 137(6), 248(1); 
“dividend” — 248(1); “interest” — in real property 248(4); “‘invest- 
ment corporation” — 130(3), 248(1); “Minister” — 248(1); “mutual 
fund corporation” — 131(8), (8.1), 132.2(1)(0)@), 132.2(1)(p), 
248(1); “non-qualifying real PODETLY “non-qualifying real prop- 
erty capital gains dividend account” — 131(6); “person”; “pre- 
scribed’ — 248(1); “private corporation” 3) “prop- 
erty” — 248(1); “public) corporation” — 89(1), 248(1); 
“received” — 248(7);. “refundable capital gains taxon hand” — 
131(6); “resident in Canada” — 250; “restricted financial: institu- 
tion”, “share”, “shareholder”, “stock dividend” — 248(1); “tax pay- 
able” — 248(2); “taxable Canadian property” — 115(1)(b), 248(1); 
“taxable capital gain” — 38(a), 248(1); “taxable income” — 2(2), 
248(1);. “taxation year” — 249; “taxed capital gains” — 130(3)(b), 
131(7); “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3); “writ- 
ing” — Interpretation Act 35(1). 


Regulations [s. 131]: 6701 (prescribed labour-sponsored venture 
capital corporation). 


Mutual Fund Trusts 


132. (1) Capital gains refund to mutual fund 
trust — Where a trust was, throughout a taxation 
year, a mutual fund trust and a return of its income 
for the year has been made within 3 years from the 
end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund without application therefor an 
amount (in this section referred to as its “capital 
gains refund” for the year) equal to the lesser of 


(i) 21.75% of the trust’s capital gains redemp- 
tions for the year, and 


(ii) the trust’s refundable capital gains tax on 
hand. at the end of the. year; and 


(b) shall, with all due dispatch, make such a re- 
fund after mailing the notice of assessment if ap- 
plication therefor has been made in writing by the 
trust within the period determined under para- 
graph 152(4)(b) or (c), as the case may be, within 
which the Minister may reassess tax payable by 
the trust for the year. 
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Application: Bill C-69, subsec. 84(1), will ai 
132¢1)(b) to read as above, appli able af 
Technical Notes: jJune 20, 1996} Section 
tee — to the taxation oe Lae d 


Related Provisions: 1(04(21) — Allocation of capital gains and 
losses to beneficiaries; 127.55(f)G@i) — No minimum tax on mutual 


fund trust; 132(2) — Application to other liability; 132(2.1), 
(2.2) — Interest; 132.1 — Deduction for certain amounts designated 
by mutual fund trust; 132.2 — Mutual fund reorganizations; 
142.2(1)*financial institution”(d) — Mutual fund trust not subject to 
mark-to-market rules; 152(1) — Assessment: 160.1 — Where ex- 
cess refunded. 


Pre-RSC History: Para. 132(1)(b) substituted by 1990, c. 39, s. 
32, applicable after April 27, 1989. Para. 132(1)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the trust within 


(i) the 6 year period referred to in paragraph 152(4)(b), 
where that paragraph applies, and 


(ii) the 3 year period referred to in paragraph 152(4)(c), 
in any other case. 


Subpara. 132(1)(a)(i) amended by 1988, c. 55, subsec. 120(1), to 
substitute “21.75%” for “17%”, applicable to 1988 ef seq. except 
that in its application to taxation years ending after 1987 and before 
1990 the reference to “21.75%” shall be read as a reference to 
“1B 


Subsec. 132(1) substituted by 1984, c. 45, s. 49, applicable after 
April 19, 1983, except that in the application of subsec. 132(1) to 
capital gains refunds for the 1982 and preceding taxation years the 
references therein to “3” and “6” shall be read as references to “4” 
and “7”, respectively. Subsec. 132(1) formerly read: 


132. (1) Capital gains refund to mutual fund trust — 
Where a trust was, throughout a taxation year, a mutual fund 
trust, if a return of its income for the year has been made 
within 4 years from the end of the year the Minister 


(a) may, upon mailing the notice of assessment for the 
year, refund without application therefor an amount (in 
this section referred to as its. “capital gains refund’. for 
the year) equal to the lesser of 


(i) 17% of the trust’s capital gains redemptions for 
the year, and 

(11) the trust’s refundable capital gains tax on hand at 
the end of the year; and 


(b) shall make such a refund after mailing the notice of 

assessment if application therefor has been made in writ- 

ing by the trust within 4 years from the end of the year. 
Subpara. 132(1)(a)(i) substituted by 1980-81-82-83, c. 140, subsec. 
91(1), applicable to 1982 et seq., to substitute “17%” for “17.5%”. 
Subpara. 132(1)(a)(i) substituted by 1976-77, c. 10, subsec. 52(9), 
applicable to 1977 et seq., to substitute “17.5%” for “20%”. 


Forms: T184: Calculation of capital gains refund for a mutual fund 
trust. 


(2) Application to other liability — Instead of 
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making a refund that might otherwise be made under 
subsection (1) the Minister may, where the trust is 
liable or about to become liable to make any pay- 
ment under this Act, apply the amount that would 
otherwise be refunded to that other liability and no- 
tify the trust of that action. 


Related Provisions: 132(4) — Definitions; 132(6) — Meaning 
of mutual fund corporation; 152(1) — Assessment. 


(2.1) Interest on capital gains refund — Where 
a capital gains refund for a taxation year is paid to, 
or applied to a liability of, a mutual fund trust, the 
Minister shall pay or apply interest on the refund at 
the prescribed rate for the period beginning on the 
day that is 45 days after the later of 


(a) the day that is 90 days after the end of the 
year, and 


(b) the day on which the trust’s return of income 
under this Part for the year was filed under sec- 
tion 150 


and ending on the day on which the refund is paid or 
applied. 
Related Provisions: 132(2.2) — Excess interest on capital gains 


refund; 221.1 — Application of interest where legislation retroac- 
tive; 248(11) — Interest compounded daily. 


History: Subsec. 132(2.1) added by 1994, c. 7, Sch. VIII-(1993, c. 
24), s. 77, applicable to capital gains refunds paid or applied with 
respect to taxation years beginning after 1991. 


Regulations: 4301(b) (prescribed rate of interest). 


(2.2) Excess interest on capital gains re- 
fund — Where at any particular time interest has 
been paid to, or applied to a liability of, a trust under 
subsection (2.1) in respect of a capital gains refund 
and it is determined at a subsequent time that the 
capital gains refund was less than that in respect of 
which interest was so paid or applied, 


(a) the amount by which the interest that was so 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined 
at the subsequent time to be the capital gains re- 
fund shall be deemed to be an amount (in this 
subsection referred to as the “amount payable”) 
that became payable under this Part by the trust at 
the particular time; 


(b) the trust shall pay to the Receiver General in- 
terest at the prescribed rate on the amount paya- 
ble, computed from the particular time to the day 
of payment; and 


(c) the Minister may at any time assess the trust 
in respect of the amount payable and, where the 
- Minister makes such an assessment, the. provi- 
sions of Divisions I and J apply, with such modi- 
fications as the circumstances require, in respect 
of the assessment as though it had been made 
under section 152. 


Related Provisions: 20(1)(1l) — Deduction on repayment of in- 
terest; 221.1 — Application of interest where legislation retroactive; 
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248(11).— Interest compounded daily. 


History: Subsec. 132(2.2) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 77, applicable to capital gains refunds paid or applied with 
respect to taxation years beginning after 1991. 


Regulations: 4301(a) (prescribed rate of interest). 


(3) Application of subsec. 104(20) — In its ap- 
plication in respect of a mutual fund trust, subsection 
104(20) shall be read as if the reference therein to “a 
dividend (other than a taxable dividend)” were read 
as a reference to “a capital dividend’. 

Pre-RSC History: Subsec. 132(3) substituted by 1988, c. 55, 


subsec. 120(2), applicable to 1988 et seg. Subsec. 132(3) formerly 
read: 


(3) In its application in respect of a mutual fund trust, subsec- 
tion 104(20) shall be read as if paragraph (a) thereof were 
read 


(a) without the reference therein to “other than a taxable 
dividend’, and 


(b) as if the reference therein to “‘a dividend” were read 
as a reference to “a capital dividend”. 


(4) Definitions — In this section, 


“capital gains redemptions” of a mutual fund trust 
for a taxation year means the amount determined by 
the formula 


Oc + 
B 


where 


A is the total of all amounts paid by the trust in the 
year on the redemption of units of the trust, 


B. is the total of the fair market value at the end of 
the year of all the issued units of the trust and the 
amount determined for A in respect of the trust 
for the year, 


C is 100/21.75 of the trust’s refundable capital 
gains tax on hand at the end of the year, and 


D is the amount determined by the formula 


(K + L) -(M+N) 
where 


K is the amount of the fair market value at the 
end of the year of all the issued units of the 
trust, 


L is the total of all amounts each of which is the 
amount of any debt owing by the trust, or of 
any other obligation of the trust to pay an 
amount, that was outstanding at that time, 


M is the total of the cost amounts to the trust at 
that time of all its properties, and 


N is the amount of any money of the trust on 
hand at that time; 


Related Provisions: 132.2(1)(p) — Mutual fund reorganizations; 
257 — Formula amount cannot calculate to less than zero. 


Pre-RSC History: The definition “capital gains redemptions” was 
para. 132(4)(a). Descriptive subparagraphs have been replaced by 


S. 132(4) 


the formula. The pre-R.S.C. version read: 


(a) “capital gains redemptions” of a mutual fund trust for a 
taxation year means that proportion of 
(i) the aggregate of 
(A) 100/21.75 of its refundable capital gains tax on 
hand at the end of the year, and 


(B) the amount, if any, by which the aggregate of the 
fair market value at the end of the year of all of the 
issued units of the trust and all amounts each of 
which is the amount of any debt owing by the trust, 
or of any other obligation of the trust to pay an 
amount, that was outstanding at that time exceeds 
the aggregate of the cost amounts to it at that time of 
all of its properties and the amount of any money of 
the trust on hand at that time, 


that 


(ii) the aggregate of amounts paid by it in the year on the 
redemption of units of the trust, 


is of 
(iii) the aggregate of the fair market value at the end of 
the year of all of the issued units of the trust and the 


amount determined under subparagraph (ii) in respect of 
the trust for the year; and 


Cl. 132(4)(a)G@)(A) amended by 1988, c. 55, subsec. 120(3), to sub- 
stitute “100/21.75 of” for “100/17 times”, applicable to 1988 ef seq., 
except that in its application to taxation years ending after 1987 and 
before 1990 the reference to “100/21.75” shall be read as a refer- 
ence to “100/193”. 


Cl. 132(4)(a)G)(A) substituted by 1980-81-82-83, c. 140, subsec. 
91(2), applicable to 1982 et seq., to substitute “100/17” for 
“100/17.5”. 


Cl. 132(4)(a)()(A) amended by 1976-77, c. 10, subsec. 52(9.1), ap- 
plicable to 1977 et seq., to substitute “100/17.5” for “S”. 


“refundable capital gains tax on hand” of a mu- 
tual fund trust at the end of a taxation year means the 
amount determined by the formula 


A-B 
where 


A is the total of all amounts each of which is an 
amount in respect of that or any previous taxation 
year throughout which the trust was a mutual 
fund trust, equal to the least of 


(a) 29% of its taxable income for the year, 


(b) 29% of its taxed capital gains for the year, 
and 


(c) where the taxation year ended after May 6, 
1974, the tax payable under this Part by it for 
the year, and 


B is the total of all amounts each of which is an 
amount in respect of any previous taxation year 
throughout which the trust was a mutual fund 
trust, equal to its capital gains refund for the year. 

Related Provisions: 132(5)— Taxed capital gains defined; 

132.2(1)(1) — Addition to RCGTOH on qualifying exchange of 

property between mutual funds; 257 — Formula cannot calculate to 
less than zero. 


Pre-RSC History: The definition “refundable capital gains tax on 
hand” was para. 132(4)(b). Descriptive subparagraphs have been 
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replaced by the formula. The pre-R.S.C. version read: 


(b) “refundable capital gains tax on hand” of a mutual fund 
trust at the end of a taxation year means the amount, if any, 
by which 
(i) the aggregate of amounts each of which is an amount 
in respect of that or any previous taxation year through- 
out which it was a mutual fund trust, equal to the least of 


(A) 29% of its taxable income for the year, 
(B) 29% of its taxed capital gains for the year, and 


(C) where the taxation year ended after May 6, 1974, 
the tax payable under this Part by it for the year, 


exceeds 


(ii) the aggregate of amounts each of which is an amount 
in respect of any previous taxation year throughout 
which it was a mutual fund trust, equal to its capital 
gains refund for the year. 


Cls. 132(4)(b)(1)(A) and (B) amended by 1988, c. 55, subsec. 
120(4), to substitute in each “29%” for “34%”, applicable with re- 
spect to the determination of amounts under cls. 132(4)(b)(i)(A) and 
(B), in respect of 1988 et seq. 


Cls. 132(4)(b)(G)(A) and (B) substituted by 1980-81-82-83, c. 140, 
subsec. 91(3), applicable to 1982 et seq., to substitute “34%” for 
ef Le» 


Cl. 132(4)(b)(i)(A) and (B) amended by 1976-77, c. 10, subsec. | 


52(10), applicable to 1977 et seqg., to substitute “35%” for “40%”. 


Subpara. 132(4)(b)(i) substituted by 1974-75-76, c. 26, s. 89, appli- 
cable to taxation years ending after May 6, 1974. Subpara. 
132(4)(b)(i) formerly read: 
(1) the aggregate of amounts each of which is an amount in 
respect of that or any previous taxation year throughout 
which it was a mutual fund trust, equal to 40% of the lesser of 
its taxable income for the year and its taxed capital gains for 
the year, 


(5) Definition of “taxed capital gains” — In 
subsection (4), “taxed capital gains” of a taxpayer 


for a taxation year has the meaning paaigned by sub- 


section 130(3). 


(6) Meaning of “mutual fund trust” — Subject 
to subsection (7), for the purposes of this section, a 
trust is a mutual fund trust at any time if at that time 


(a) it was a unit trust resident in Canada, 
(b) its only undertaking was . 


(i) the investing of its funds in property (other 
than real property), 


(ii) the acquiring, holding, maintaining, im- 
proving, leasing or managing of any real prop- 
erty that is capital property of the trust, or 
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(iii) any combination of the activities de- 
scribed in subparagraphs (i) and (ii), and 
(c) it complied with prescribed conditions relat- 
ing to the number of its unit holders, dispersal of 
ownership of its units and pabli¢: brading of -its 
units, 


except that where a trust’s first taxation year ended 
after 1971 and the trust has, after 1971 and on or 
before the day on or before which it was required by 
section 150 to file its return of income for that year, 
become a mutual fund trust, it shall, if it so elected in 
that return, be deemed to have been a mutual fund 
trust from the commencement of that year until the 
day on which it so became a mutual fund trust. 


Related Provisions: 104(21) — Allocation of capital gains and 
losses to beneficiaries; 132(6.1) — Election to be mutual fund trust 
from beginning of first year; 132(7) — Meaning of “mutual fund 
trust”; 132.2(1)(p) — Trust deemed not to be mutual fund trust after 
rollover of property to another trust; 142.2(1)‘financial, institu- 


” 


Mutual fund trust not subject to mark-to-market rules; 
156(2) — Payment of tax by mutual fund trust; 210.1(b) — Mutual 
fund trust not subject to Part XII.2 tax; 212(9)(c) — Interest re- 
ceived by mutual fund trust:and paid to non-residents — withhold- 
ing tax exemption; 248(1)‘“mutual fund trust” — Definition applies 
to entire Act. 


History: Para. 132(6)(b) amended by 1995, c. 21, s. 68, applicable 
to 1994 et seg. Para. (b) formerly read: 


(b) its only undertaking was the investing of funds of the 
trust, and 


That portion of subsec. 132(6) preceding para. (a) amended by 
1994, c. 7, Sch. If (1991, c. 49), subsec. 111(1), to add “Subject to 
subsection (7)”, applicable after February 20, 1990. 


Subsec. 132(6) substituted by 1973-74, c. 14, s. 41. 
Regulations: 4801 (prescribed conditions). 


I.T. Technical News: No. 6 (mutual funds trading — meaning of 
“Investing its funds in property” in 132(6)(b)(i)). 


Advance Tax Rulings: ATR-62: Mutual fund disttibution limited 
partnership — amortization of selling commissions.’ 
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(7) idem — Where, at any time, it can reasonably be 
considered that a trust, having regard to all the cir- 
cumstances, including the terms and conditions of 
the units of the trust, was established or is main- 
tained primarily for the benefit of non-resident per- 
sons, the trust shall be deemed not to be a mutual 
fund trust after that time unless 


(a) throughout the period beginning on the later 
of February 21, 1990 and the day of its creation 
and ending at that time, all or substantially all of 
its property consisted of property other than 


(i) real property situated in Canada (including 
any interest therein or option in respect 
thereof, whether or not the property is in exis- 
tence), and 


(ii) property that would, if 
(A) the trust were non-resident, 


(B) paragraph 115(1)(b) were read without 
reference to subparagraphs 115(1)(b)q@) 
and (11), and 


(C) the property were disposed of, 
be taxable Canadian property of the trust; or 


(b) it has not issued a unit (other than a unit is- 
sued to a person in satisfaction of the person’s 
right under the trust to an amount referred to in 
paragraph 104(13)(c)) of the trust after February 
20, 1990 and before that time to a person who, 
after reasonable inquiry, it had reason to believe 
was non-resident, except where the unit was is- 
sued to that person under an agreement in writing 
entered into before February 21, 1990. 


Related Provisions: 248(4) — Interest in real property. 


History: Subsec. 132(7) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 111(2), applicable after February 20, 1990. 


Definitions [s. 132]: “amount”, “assessment” — 248(1); “Can- 
ada” — 255; “capital dividend” — 83(2), 248(1); “capital gain” — 
39(1)(a), 248(1); “capital gains redemptions” — 132(4); “capital 
gains refund” —- 132(1); “capital property” — 54, 248(1); “cost 
amount”, “dividend” — 248(1); “interest” — in. real property 
248(4); “Minister” — 248(1); “mutual fund trust” — 132(6), (7), 
132.2(1)(p), 248(1); “person”, “property” — 248(1); “refundable 
capital gains tax on hand” — 132(4); “resident in Canada” — 250; 
“taxable Canadian property” — 115(1)(b), 248(1); “taxable capital 
gain” — 38(a), 248(1); “taxable dividend” — 89(1), 248(1); “taxa- 


S. 132.1(1)(d) 


ble income” — 2(2), 248(1); “taxation year” — 249; “taxed:capital 
gains” — 130(3), 132(5); “trust”. — 104(1), 248(1), (3); “unit 
trust” — 108(2), 248(1); “writing” — Interpretation Act 35(1). 
Information Circulars [s. 132]: 78-14R2: Guidelines for trust 
companies and other persons responsible for filing T3R-IND, T3R- 
G, T3RIF-IND, T3RIF-G, T3H-IND, T3H-G, T3D, T3P, T3S, 
TSR TBE. 


132.1 (1) Amounts designated by mutual fund 
trust — Where a trust in its return of income under 
this Part for a taxation year throughout which it was 
a mutual fund trust designates an amount in respect 
of a particular unit of the trust owned by a taxpayer 
at any time in the year equal to the total of 


(a) such amount as the trust may determine in re- 
spect of the particular unit for the year not ex- 
ceeding the amount, if any, by which 


(i) the total of all amounts that were. deter- 
mined by the trust under subsection 104(16) 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, for taxation 
years of the trust commencing before 1988 


exceeds 


(11) the. total of. all. amounts. determined. bythe 
trust under this paragraph for the year, or a 
preceding taxation year in respect of all units 
of the trust, other than amounts determined in 
respect of the particular unit for the year under 
this paragraph, and 


(b) such amount as the trust may determine in re- 
spect of the particular unit for the year not ex- 
ceeding the amount, if any, by which 


(i) the total of all amounts described in sub- 
paragraph 53(2)(h)(i.1) that became. payable 
by the trust after 1987 and before the year 


exceeds 


(11) the total of all amounts determined by the 
trust under this paragraph for the year or.a 
preceding taxation year in respect of all units 
of the trust, other than amounts determined in 
respect of the particular unit for the year under 
this paragraph, 


the amount so designated shall 


(c), subject. to subsection (3), be deductible in 
computing the income of the trust for the year, 
and 


(d) be included in computing the income, of the 
taxpayer for the taxpayer’s taxation year in which 
the year of the trust ends, except that where the 
particular unit was owned by two or more taxpay- 
ers during the year, such part of the amount so 
designated as the trust may determine shall be in- 
cluded in computing the income of each such tax- 
payer for the taxpayer’s taxation year in which 
the year of the trust ends if the total of the parts 
so determined is equal to the amount so 
designated. 
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Related Provisions: 12(1)(m)— Income inclusion — benefits 
from trust; 132.2(1)(n) — Mutual fund reorganization — continua- 
tion of trust; 214(3)(f.1) — Non-resident withholding tax. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(2) Adjusted cost base of unit where 
designation made — In computing, at any time in 
a taxation year of a taxpayer, the adjusted cost base 
to the taxpayer of a unit in a mutual fund trust, there 
shall be added that part of the amount included. under 
subsection (1) in computing the taxpayer’s income 
that is reasonably attributable to the amount deter- 
mined under paragraph (1)(b) by the trust for its tax- 
ation year ending in the year in respect of the unit 
owned by the taxpayer. 

Related Provisions: 12(1)(m)— Amounts to be included from 


business or property — benefits from trusts; 53(1)(d.2) — Addition 
to adjusted cost base of share. 


(3) Limitation on current year deduction — 
The total of amounts deductible by reason of para- 
graph (1)(c) in computing the income of a trust for a 
taxation year shall not exceed the amount that would 
be the income of the trust for the year if no deduc- 
tions were made under this section and subsection 
104(6). 

Related Provisions: 132.2(1)(n) — Mutual fund reorganiza- 
tion — continuation of trust. 


(4) Carryover of excess — The amount, if any, 
by which the total of all amounts each of which is an 
amount designated for the year under subsection (1) 
exceeds the amount deductible under this section in 
computing the income of the trust for the year, shall, 
for the purposes of paragraph (1)(c) and subsection 
(3), be deemed designated under subsection (1) by 
the trust for its immediately following taxation year. 


Related Provisions: 132.2(1)(n) — Mutual fund reorganiza- 
tion — continuation of trust. 


(5) Where designation has no effect — Where 
it is reasonable to conclude that an amount deter- 
mined by a mutual fund trust 


(a) under paragraph (1)(a) or (b) for a taxation 
year of the trust in respect of a unit owned at any 
time in the year by a taxpayer who was a person 
exempt from tax under this Part by reason of sub- 
section 149(1), or 


(b) under paragraph (1)(d) for the year in respect 
of the amount designated under subsection (1) for 
the year in respect of the unit 


differs from the amount that would have been so de- 
termined for the year in respect of the taxpayer had 
the taxpayer not been a person exempt from tax 
under this Part by reason of subsection 149(1), the 
amount designated for the year in respect of the unit 
under subsection (1) shall have no effect for the pur- 
poses of paragraph (1)(c). 


Related Provisions: 132.2(1)(n) — Mutual fund reorganiza- 
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tion — continuation of trust. 


Pre-RSC History [s. 132.1]: S. 132.1 added by 1988, c. 55, s. 
121, applicable to 1988 ef seq. 

Definitions [s. 132.1]: “adjusted cost base” —54, 248(1); 
“amount” —248(1); “Canadian property” — 133(8); “mutual fund 
trust” — 132(6), 248(1); “person” — 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


132.2 (1) Mutual funds — qualifying exchange 
[rollover] — Where a mutual fund corporation or a 
mutual fund trust has at any time disposed of a prop- 
erty to a mutual fund trust in a qualifying exchange, 


_ (a) the transferee shall be deemed to have ac- 
quired the property at the time (in this subsection 
referred to as the “acquisition time”) that is im- 
mediately after the time that is immediately after 
the transfer time, and not to have acquired the 
property at the transfer time; 


(b) subject to paragraph (0), the last taxation 
years of the funds that began before the transfer 
time shall be deemed to have ended at the acqui- 
sition time, and their next taxation years shall be 
deemed to have begun immediately after those 
last taxation years ended; 


(c) the transferor’s proceeds of disposition of the 
property and the transferee’s cost of the property 
shall be deemed to be the lesser of 


(i) the fair market value of the property at the 
transfer time, and 


(11) the greatest of 


(A) the cost amount to the transferor of the 
property at the transfer time or, where the 
property is depreciable property, the lesser 
of its capital cost and its cost amount to the 
transferor immediately before the transfer 
time, 


(B) the amount that the funds have agreed 
upon in respect of the property in their 
election in. respect. of the qualifying ex- 
change, and 


(C) the fair. market value at the transfer 
‘time of the consideration (other than units 
of the transferee) received by the transferor 
for the disposition of the property; 


(d) where the property is depreciable property 
and its capital cost to the transferor exceeds the 
transferor’s proceeds of disposition of the prop- 
erty under paragraph (c), for the purposes of sec- 
tions 13 and 20 and any regulations made for the 
Be of paragraph 20(1)(a), 


(i) the property’s capital cost to the transferee 
shall be deemed to be the amount that was its 
capital cost to the transferor, and 


(ii) the excess shall be deemed to have been 
allowed to the transferee in respect of the 
property under regulations made for the pur- 
poses of paragraph 20(1)(a) in computing in- 
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come for taxation years ending before the 
transfer time; 


(e) where two or more depreciable properties of a 
prescribed class are disposed of by the transferor 
to the transferee in the same qualifying exchange, 
paragraph (c) applies as if each property so dis- 
posed of had been separately disposed of in the 
order designated by the transferor at the time of 
making the election in respect of the qualifying 
exchange or, if the transferor does not so desig- 
nate any such order, in the order designated by 
the Minister; 


(f) each property of a fund, other than 


(i) depreciable property of a prescribed class 
to which paragraph (g) would, but for this par- 
agraph, apply, and 


(ii) property disposed of by the transferor to 
the transferee at the transfer time 


shall be deemed to have been disposed of, and to 
have been reacquired by the fund, immediately 
before the acquisition time for an amount equal to 
the lesser of 


(iii) the fair market value of the property at 
the transfer time, and 


(iv) the greater of 


(A) its cost amount or, where the property 
is depreciable property, the lesser of its 
capital cost and its cost amount to the dis- 
posing fund at the transfer time, and 


(B) the amount that the fund designates in 
respect of the property in a notification to 
the Minister accompanying the election in 
respect of the qualifying exchange; 


(g) where the undepreciated capital cost to a fund 
of depreciable property of a prescribed class im- 
mediately before the acquisition time exceeds the 
total of 


(i) the fair market value of all the property of 
that class immediately before the acquisition 
time, and 


(ii) the amount in respect of property of that 
class otherwise allowed under regulations 
made for the purposes of paragraph 20(1)(a) 
or deductible under subsection 20(16) in com- 
puting the fund’s income for the taxation year 
that includes the transfer time, 


the excess shall be deducted in computing the 
fund’s income for the taxation year that includes 
the transfer time and shall be deemed to have 
been allowed in respect of property of that class 
under regulations made for the purposes of para- 
graph 20(1)(a); 


(h) the transferor’s cost of any particular property 
received by the transferor from the transferee as 
consideration for the disposition of the property 
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shall be deemed to be 


(1) nil, where the particular property is a unit 
of the transferee, and ; 


(ii) the particular property’s fair market value 
at the transfer time, in any other case; 


(i) the transferor’s proceeds of disposition of any 
units of the transferee received as consideration 
for the disposition of the property that were dis- 
posed of by the transferor within 60 days after the 
transfer time in exchange for shares of the trans- 
feror shall be deemed to be nil; 


(j) where shares of the transferor have been dis- 
posed of by a taxpayer to the transferor in ex- 
change for units of the transferee within 60 days 
after the transfer time, 


(i) the taxpayer’s proceeds of disposition of 
the shares and the cost to the taxpayer of the 
units shall be deemed to be equal to the cost 
amount to the taxpayer of the shares immedi- 
ately before the transfer time, and 


(ii) where all of the taxpayer’s shares of the 
transferor have been so disposed of, for the 
purposes of applying section 39.1 in respect of 
the taxpayer after that disposition, the trans- 
feree shall be deemed to be the same entity as 
the transferor; 


(k) where a share to which paragraph (j) applies 
would, but for this paragraph, cease to be a quali- 
fied investment (within the meaning assigned by 
subsection 146(1) or 146.3(1) or section 204) as a 
consequence of the qualifying exchange, the 
share shall be deemed to be a qualified invest- 
ment until the earlier of the day that is 60 days 
after the transfer time and the time at which it is 
disposed of in accordance with paragraph (j); 


(1) there shall be added to the amount determined 
under the description of A in the definition “re- 
fundable capital gains tax on hand” in subsection 
132(4) in respect of the transferee for its taxation 
years that begin after the transfer time the 
amount, if any, by which 


(i) the transferor’s refundable capital gains tax 
on hand (within the meaning assigned by sub- 
section 131(6) or 132(4), as the case may be) 
at the end of its taxation year that includes the 
transfer time 
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exceeds 


(ii) the transferor’s capital gains refund 
(within the meaning assigned by paragraph 
131(2)(a) or 132(1)(a), as the case may be) for 
that year; 


(m) no amount in respect of a non-capital loss, 
net capital loss, restricted farm loss, farm loss or 
limited partnership loss of a fund for a taxation 
year that began before the transfer time is deduct- 
ible in computing its taxable income for a taxa- 
tion year that begins after the transfer time; 


(n) where the transferor is a mutual fund trust, for 
the purposes of subsections 132.1(1) and (3) to 
(5), the transferee shall be deemed after the trans- 
fer time to be the same mutual fund trust as, and a 
continuation of, the transferor; 


(0) where the transferor is a mutual fund corpora- 
tion, for the purposes of Part I.3, the transferor’s 
taxation year that, but for this paragraph, would 
have ended at the acquisition time shall be 
deemed to have ended immediately before the 
transfer time (except that, for greater certainty, 
nothing in this paragraph affects the computation 
of any amount determined under this Part); and 


(p) the transferor shall, notwithstanding subsec- 
tions 131(8) and 132(6), be deemed to be neither 
a mutual fund corporation nor a mutual fund trust 
for taxation years beginning after the transfer 
time. 


1216 


Div. F — Special Rules 


Related Provisions: 54“superficial loss”’(c) — No superficial 
loss.on deemed disposition and reacquisition. 


Regulations: 1105 (prescribed classes of depreciable property). 
(2) Definitions — In this section, 


“qualifying exchange” means a transfer at any time 
(in this section referred to as the “transfer time’) of 
all or substantially all of the property of a mutual 
fund corporation or mutual fund trust to a mutual 
fund trust (in this section referred to as the “trans- 
-feror’ and “transferee”, respectively, and as the 
“funds’”) where 


(a) all or substantially all of the shares issued by 
the transferor and outstanding immediately 
before the transfer time are within 60 days after 
the transfer time disposed of to the transferor, 


(b) no person disposing of shares in the transferor 
to the transferor within that 60 day period re- 
ceives any consideration for those shares other 
than units of the transferee, and 


S. 133(1)(c) 


(c) the funds jointly elect, by filing a prescribed 
form with the Minister within 6 months. after. the 
transfer time, to have this section apply with re- 
spect to the transfer; 


Related Provisions: 106(2), (3) — Rules re disposition of in- 
come interest in trust do not apply to qualifying exchange. 


“share”? means a share of the capital stock of a mu- 
tual fund corporation and a unit of a mutual fund 
trust. 

History: S. 132.2 added by 1995, c. 21, s. 69, applicable after June 
1994, except that an election referred to in para. (c) of the definition 
“qualifying exchange” in subsec. 132.2(2) shall be deemed to have 
been made in a timely manner where it is made before December 
31, 1995.. 

Definitions [s. 132.2]: “acquisition time” — 132.2(1)(a); “cost 
amount” — 248(1); “depreciable property” — 13(21), 248(1); 
“farm loss” —111(8), 248(1); “limited partnership loss” — 
96(2.1)(e), 248(1); “Minister” — 248(1); “mutual fund corpora- 
tion” — 131(8), 248(1); “mutual fund trust” —132(6), 248(1); “net 
capital loss”, “non-capital loss” — 111(8), 248(1); “proceeds of dis- 
position” — 54; “prescribed”, “property” — 248(1); “qualifying ex- 
change” — 132.2(2); “regulation” — 248(1);\ “restricted farm 
loss” — 31, 248(1);. ‘share’ — 132.2(2); “taxable income” — 2(2), 
248(1); “taxation year” — 132.2(1)(b), 249; “transfer time” — 


132.2(2)“qualifying exchange”; “undepreciated capital cost” — 


13(21), 248(1). 


- Non-Resident-Owned Investment 
Corporations 


133. (1) Computation of income — In comput- 
ing the income of a non-resident-owned investment 
corporation for a taxation year, 


(a) no deduction may be made in respect of inter- 
est on its bonds, debentures, securities or other 
indebtedness, and 


(b) no deduction may be made under subsection 
65(1), 


and its income and taxable income shall be com- 
puted as if 


(c) the only taxable capital gains and allowable 
capital losses referred to in paragraph 3(c) were 
taxable capital gains and allowable capital losses 
from dispositions of taxable Canadian property or 
property that would be taxable Canadian property 
if at no time in the year the corporation had been 
resident in Canada, 


$247 


S. 133(1)(d) 


(d) any taxable capital gain or allowable capital 
loss of the corporation were an amount equal to 
4/3 of the amount thereof otherwise determined, 
and 


(e) subsection 83(2) were read without reference 

to paragraph 83(2)(b). 
Related Provisions: 104(10)— Where dividends and interest 
paid to trust for non-residents; 104(11) — Dividend received from 
NRO; 134— NRO not a Canadian corporation ete.; 186.1(b) — 
NRO not subject to Part IV tax; 212(9)(a) — Dividends received by 
trust from NRO — no withholding tax; Canada—U.S. tax treaty, Art. 
XXIX:6(b) — Treaty provisions inapplicable to NRO. 


Pre-RSC History: Para. 133(1)(d) amended by 1988, c. 55, s. 122, 
to substitute ““/s of” for “2 times”, applicable to taxation years end- 
ing after June 1988, except that for taxation years ending after June 
1988 and commencing before 1990, the reference to ““4/s” shall, in 
respect of the corporation for the year, be read as a reference to the 
aggregate of 

(a) that proportion of 2 that the number of days in the year that 

are before July 1988 is of the number of days in the year, 


(b) that proportion of */2 that the number of days in the year that 
are after June 1988 and before 1990 is of the number of days in 
the year, and 

(c) that proportion of */s that the number of days in the year that 
are after 1989 is of the number of days in the year. 


Regulations: 502 (annual certificate of changes of ownership of 
shares and debt). 


(2) Non-resident-owned investment corpora- 
tions — In computing the taxable income of a non- 
resident-owned investment corporation for a taxation 
year, no deduction may be made from its income for 
the year, except 


(a) interest received in the year from other non- 
resident-owned investment corporations; 


(b) taxes paid to the government of a country 
other than Canada in respect of any part of the 
income of the corporation for the year derived 
from sources therein; and 


(c) net capital losses as provided for by section 
111. 


Related Provisions: 88(2)(a)— Winding-up of Canadian 
corporation. 


Pre-RSC History: Para. 133(2)(c) substituted by 1984, c. 1, s. 78, 
applicable in computing taxable income for 1982 et seg. Para. 
133(2)(c) formerly read: 


(c) net capital losses for taxation years preceding and the tax- 
ation year immediately following the taxation year, as pro- 
vided for by section 111. 


(3) Special tax rate — The tax payable under this 
Part by a corporation for a taxation year when it was 
a non-resident-owned investment corporation is an 
amount equal to 25% of its taxable income for the 
year. 

Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 157(3)(d) — Instalments payable by NRO. 


Advance Tax Rulings: ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation. 


(4) No deduction for foreign taxes — No de- 
duction from the tax payable under this Part by a 
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non-resident-owned investment corporation may be 
made under section 124 or in respect of taxes paid to 
the government of a country other than Canada. 

Related Provisions: 88(2)(a)(iv) — Winding-up of Canadian 
corporation; 111 — Losses deductible; 115 — Non-residents’ taxa- 
ble income; 133(8) — Non-resident-owned investment corporation. 


(5) [Repealed under former Act] 


Pre-RSC History: Subsec. 133(5) repealed by 1977-78, c. 1, sub- 
sec. 66(1), applicable after December 31, 1978. Subsec. (3) pro- 
vides that at all times after 1971 and before 1979, subsec. 133(5) 
shall be deemed to have read as follows: 


(5) 1971 undistributed income and capital surplus on 
hand — For the purposes of this Act, 


(a) in computing at any particular time the 1971 undis- 

tributed income on hand of a corporation that was at any 

time a non-resident-owned investment corporation, there 

shall be deducted the amount, if any, by which 
(i) the amount that would, but for this paragraph, be 
the amount of the corporation’s 1971 undistributed 
income on hand at the particular time computed 
without reference to any amount referred to in para- 
graph 196(4)(c) 

exceeds 
(ii) the corporation’s surplus at that time, determined 
in prescribed manner, for such of the taxation years 
in the period commencing with the 1950. taxation 
year and ending with the 1971 taxation year as were 
taxation years throughout which the corporation was 
not a non-resident-owned investment corporation; 
and 


(b) in computing at any particular time the 1971 capital 
surplus on hand of a corporation that was at any time a 
non-resident-owned investment corporation, there shall 
be added to the amount thereof otherwise determined the 
amount of the excess described in paragraph (a). 


Subpara. 133(5)(a)(ii) substituted by 1973-74, c. 14, subsec. 42(1), 
applicable to 1972 et seq. 


(6) Allowable refund to non-resident-owned 
investment corporations — If the return of a 
non-resident-owned investment corporation’s in- 
come for a taxation year has been made within 3 
years from the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund without application therefor its 
allowable refund for the year; and 


(b) shall, with all due dispatch, make such a re- 
fund after mailing the notice of assessment if ap- 
plication therefor has been made in writing by the 
corporation within the period determined under 
paragraph 152(4)(b) or (c), as the case may be, 
within which the Minister may reassess tax paya- 
ble by the corporation for the year. 
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Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 133(7) — Application to other liability; 133(7.01), (7.02) — 
Interest; 152(1)—— Assessment of refund; 157(3) — Reduction in 
instalment obligations to reflect allowable refund; 160.1 — Where 
excess refunded. 


Pre-RSC History: Para. 133(6)(b) substituted by 1990, c. 39, s. 
33, applicable after April 27, 1989. Para. 133(6)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in. writing by the corporation within 


(i) the 6 year period referred to in paragraph 152(4)(b), 

where that paragraph applies, and 

(ii) the 3 year period referred to in paragraph 152(4)(c), 

in any other case. 
Subsec. 133(6) amended by 1984, c. 45, s. 50, to substitute “3” for 
“4” in that portion of subsec. 133(6) preceding para. (a) and to 
amend para. 133(6)((b), applicable after April 19, 1983, except that 
in the application of subsec. 133(6) to allowable refunds for the 
1982 and preceding taxation years the references therein to “3” and 
“6” shall be read as references to “4” and “7” respectively. Para. 
133(6)(b) formerly read: 


(b) shall make such a refund after mailing the notice of as- 
sessment if application therefor has been made in writing by 
the corporation within 4 years from the end of the year. 


Selected Cases [subsec. 133(6)]: The Great Atlantic & Pacific 
Tea Co. Ltd. y. The Queen, [1979] C.T.C. 509 (SCC) (Refund not 
available when dividend paid prior to end of taxation year). 


(7) Application to other liability — Instead of 
making a refund that might otherwise be made under 
subsection (6), the Minister may, where the taxpayer 
is liable or about to become liable to make any pay- 
ment under this Act, apply the amount that would 
otherwise be refunded to that other liability and no- 
tify the taxpayer of that action. 

Related Provisions: 88(2)(a)— Winding-up of Canadian 
corporation. 


(7.01) Interest on allowable refund — Where an 
allowable refund for a taxation year is paid to, or ap- 
plied to a liability of, a non-resident-owned invest- 
ment corporation, the Minister shall pay or apply in- 
terest on the refund at the prescribed rate for the 
period beginning on the day that is the later of 


(a) the day that is 120 days after the end of the 
year, and 


(b) the day on which the corporation’s return of 
income under this Part for the year was. filed 


S. 133(7.1)(b) 


under section 150, unless the return was filed on 
or before the day on or before which it was re- 
quired to be filed, 


and ending on the day the refund is paid or applied. 


History: Subsec. 133(7.01) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 78, applicable to allowable refunds paid or applied with re- 
spect to taxation years beginning after 1991. 


Regulations: 4301(b) (prescribed rate of interest). 


(7.02) Excess interest on allowable refund — 
Where at any particular time interest has been paid 
to, or applied to a liability of, a corporation under 
subsection (7.01) in respect of an allowable refund 
and it is determined at a subsequent time that the al- 
lowable refund was less than that in respect of which 
interest was so paid or applied, 


(a) the amount by which the interest that was so 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined 
at the subsequent time to be the allowable refund 
shall be deemed to be an amount (in this subsec- 
tion referred to as the “amount payable’) that be- 
came payable under this Part by the corporation 
at the particular time; 


(b) the corporation shall pay to the Receiver Gen- 
eral interest at the prescribed rate on the amount 
payable, computed from the particular time to the 
day of payment; and 


(c) the Minister may at any time assess the corpo- 
ration in respect of the amount payable and, 
where the Minister makes such an assessment, 
the provisions of Divisions I and J apply, with 
such modifications as the circumstances require, 
in respect of the assessment as though it had been 
made under section 152. 

Related Provisions: 20(1)(11) — Deduction on repayment of in- 


terest; 221.1 — Application of interest where legislation retroactive; 
248(11) — Interest compounded daily. 


History: Subsec. 133(7.02) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 78, applicable to allowable refunds paid or applied with re- 
spect to taxation years beginning after 1991. 


Regulations: 4301(a) (prescribed rate of interest). 


(7.1) Election re capital gains dividend — 
Where at any particular time after 1971 a dividend 
has become payable by a non-resident-owned invest- 
ment corporation to shareholders of any class of 
shares of its capital stock, if the corporation so elects 
in respect of the full amount of the dividend, in pre- 
scribed manner and prescribed form and at or before 
the particular time or the first day on which any part 
of the dividend was paid if that day is earlier than the 
particular time, the following rules apply: 


(a) the dividend shall be deemed to be a capital 
gains dividend to the extent that it does not ex- 
ceed the corporation’s capital gains dividend ac- 
count immediately before the particular time; and 


(b) any amount received by another non-resident- 
owned investment corporation in a taxation year 
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as, on account or in lieu of payment of, or in sat- 
isfaction of the capital gains dividend shall not be 
included in computing its income for the year. 


Related Provisions: 83(2) — Capital dividends; 84(7) — When 
dividend payable; 88(2)(b)(i) — Winding-up of Canadian corpora- 
tion; 133(7.2) — Simultaneous dividends; 133(7.3) — Application 
of subsecs. 131(1.1) to (1.4); 133(8) — Canadian property; 
133(8) — Capital gains dividend account; 133(8) — Taxable divi- 
dend; 212(2) — No withholding tax on capital gains dividends paid 
to non-residents. 


Pre-RSC History: Para. 133(7.1)(a) substituted by 1980-8 1-82-83, 
c. 47, subsec. 24(3). Para. (a) formerly read: 


(a) the dividend shall be deemed to be a capital gains divi- 
dend to the extent that the portion thereof in excess of the 
corporation’s 1971 undistributed income on hand immedi- 
ately before the particular time does not exceed the corpora- 
tion’s capital gains dividend account immediately before the 
particular time; and 


Regulations: 2105 (prescribed manner of making election). 
Interpretation Bulletins: IT-149R4: Winding-up dividend. 


Forms: T5 Segment; T5 Summ: Return of investment income; T5 
Supp: Statement of investment income; T2063: Election in respect 
of a capital gains dividend under subsection 133(7.1). 


(7.2) Simultaneous dividends — Where a divi- 
dend becomes payable at the same time on more 
than one class of shares of the capital stock of a non- 
resident-owned investment corporation, for the pur- 
poses of subsection (7.1), the dividend on any such 
class of shares shall be deemed to become payable at 
a different time than the dividend on the other class 
or classes of shares and to become payable in the or- 
der designated 


(a) by the corporation on or before the day on or 
before which the election described in subsection 
(7.1) 1s required to be filed; or 


(b) in any other case, by the Minister. 


Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 89(3) — Simultaneous dividends. 


(7.3) Application of subsecs. 131(1.1) to 
(1.4) — Where at any particular time a non-resident- 
Owned investment corporation paid a dividend to its 
shareholders and subsection (7.1) would have ap- 
plied to the dividend except that the corporation did 
not make an election under that subsection on or 
before the day on or before which it was required by 
that subsection to be made, subsections 131(1.1) to 
(1.4) apply with such modifications as the circum- 
stances require. 


Pre-RSC History: Subsec. 133(7.3) substituted and subsecs. 133 
(7.4)-(7.6) repealed by 1985, c. 45, s. 77. Subsecs. 133(7.3)-(7.6) 
formerly read: 


(7.3) Deemed date of election — Where at any particular 
time a dividend has become payable by a non-resident-owned 
investment corporation to shareholders of any class of shares 
of its capital stock and subsection (7.1) would have applied to 
the dividend except that the election referred to therein was 
not made on or before the day on or before which the election 
was required by that subsection to be made, the election shall 
be deemed to have been made at the particular time or on the 
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first day on which any part of the dividend was paid, which- 
ever is the earlier, if 


(a) the election is thereafter made in prescribed manner 
and prescribed form; 


(b) an estimate of the penalty in respect of the election is 
paid by the corporation when the election is made; and 


(c) the directors or other person or persons legally enti- 
tled to administer the affairs of the corporation have, 
before the time the election is made, authorized the elec- 
tion to be made. 


(7.4) Request to make election — The Minister may at any 
time, by written request served personally or by registered 
mail, request that an election referred to in paragraph (7.3)(a) 
be made by a non-resident-owned investment corporation and 
where the corporation on which such a request is served does 
not comply therewith within 90 days after service of the re- 
quest, subsection (7.3) does not apply to such an election 
made thereafter by it. 


(7.5) Penalty — For the purposes of this section, the penalty 
in respect of an election referred to in paragraph (7.3)(b) is an 
amount equal to the lesser of 


(a) 1% per annum of the amount of the dividend referred 
to in the election for each month or part of a month dur- 
ing the period commencing with the time that the divi- 
dend became payable, or the first day on which any part 
of the dividend was paid if that day is earlier, and ending 
with the day on which the election was made; and 


(b) the product obtained when $500 is multiplied by the 
proportion that the number of months or parts of months 
during the period referred to in paragraph (a) bears to 12. 


(7.6) Assessment and payment of penalty — The Minis- 
ter shall, with all due dispatch, examine each election referred 
to in paragraph (7.3)(a), assess the penalty payable and send a 
notice of assessment to the non-resident-owned investment 
corporation and the corporation shall pay forthwith to the Re- 
ceiver General, the amount, if any, by which the penalty so 
assessed exceeds the aggregate of all amounts previously paid 
on account of that penalty. 


Subsecs. 133(7.2) substituted, 133(7.3)-(7.6) added by 1980-81-82- 
83, c. 48, s. 77, applicable, as to subsec. 133(7.2), to 1980 er seq., 
and, as to subsecs. 133(7.3)-(7.6), with respect to dividends becom- 
ing payable after 1974. Subsec. 133(7.2) formerly read: 


(7.2), Where a dividend has become payable at the same time 
on more than one class of shares of the capital stock of a non- 
resident-owned investment corporation, for the purposes of 
subsection (7.1), the dividend on any such class of shares 
shall be deemed to have become payable at a different time 
than the dividend on the other class or classes of shares and 
such dividends shall be deemed to have become payable in 
the order designated in prescribed manner by the corporation 
or, in the event that the corporation does not so designate any 
such order, in the order designated by the Minister. 


Subsec. 133(7.2) added by 1973-74, c. 14, subsec. 42(2), applicable 
to 1972 et seq. 


(8) Definitions — In this section, 


“allowable refund” of a non-resident-owned invest- 
ment corporation for a taxation year means the total 
of amounts each of which is an amount in respect of 
a taxable dividend paid by the corporation in the 
year on a share of its capital stock, determined by the 
formula 
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where 


A. is the corporation’s allowable refundable tax on 
hand immediately before the dividend was paid, 


B is the greater of the amount of the dividend so 
paid and the corporation’s cumulative taxable in- 
come immediately before the dividend was paid, 
and 


-C is the amount of the dividend so paid; 


Pre-RSC History: The definition “allowable refund” was para. 
133(8)(a). Descriptive subparagraphs have been replaced by the 
formula. The pre-R.S.C. version read: 


(a) ‘allowable refund” — “allowable refund” of a non-resi- 
dent-owned investment corporation for a taxation year means 
the aggregate of amounts each of which is an amount in re- 
spect of a taxable dividend paid by the corporation in the 
year ona share of its capital stock, equal to that proportion 
of the dividend that . 


(i) the corporation’s allowable refundable tax on hand 
immediately before the dividend was paid 


is of 
(ii) the greater of the amount of the dividend so paid and 


the corporation’s cumulative taxable income immediately 
before the dividend was paid; 


“Canadian property” means 


(a) property of a corporation that would be taxa- 
ble Canadian property if at no time in the year the 
corporation had been resident in Canada, and 


(b) any other property not being foreign property 

within the meaning assigned by section 206; 
Pre-RSC History: The definition “Canadian property” was para. 
133(8)(b). 


Para. 133(8)(b) substituted by 1974-75-76, c. 26, subsec. 90(1), ap- 
plicable to 1972 et seq. 


“capital gains dividend account” of a non-resident- 
owned investment corporation at any particular time 
means the amount determined by the formula 


A!—B 
where 


A. is the total of the following amounts in respect of 
the period commencing January 1, 1972 and end- 
ing immediately after the corporation’s last taxa- 
tion year ending before the particular time: 


(a) the corporation's capital gains for taxation 
years ending in the period from dispositions in 
the period of Canadian property or, shares of 
another non-resident-owned investment. cor- 
poration, and 


(b) amounts received by the atti in the 
period as, on account or in lieu of payment of, 
or in satisfaction of capital gains dividends 
from other non-resident-owned investment 
corporations, and 


B is the total of the following amounts in respect of 


S. 133(8) non 


the period referred to in the description of A: 


(a) the corporation’s capital losses for taxation 
years ending in the period from dispositions in 
the period of Canadian property or shares of 
another non-resident-owned investment 
corporation, | 


(b) all capital gains dividends that became 
payable by the corporation before the particu- 
lar time, and 


(c) the amount determined by the formula 


0.25 x (M-N) 
where 


M is the total of the corporation’s capital 
gains for taxation years ending in the pe- 
riod from dispositions in the period of tax- 
able Canadian: property or property that 
would be taxable Canadian property if at 
no time in the period the corporation had 
been resident in Canada, and 


N is the total of the corporation’s capital 
losses for the taxation years ending in the 
period from dispositions in the period of 
property of the kinds referred to in. the 
description of M; 


Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 257 — Formula amounts.cannot calculate to less than zero. 


Pre-RSC History: The definition “capital gains dividend ac- 
count” was para. 133(8)(c). Descriptive subparagraphs have been 
replaced by the formula. The pre-R.S.C. version read: 


(c) “capital gains dividend account” of a non-resident-owned 
investment. corporation at any particular time means the 
amount, if any, by which the aggregate of the following 
amounts in respect of the period commencing January 1, 
1972 and ending immediately after its last taxation year end- 
ing before the particular time, namely: 


(i).the corporation’s capital gains for taxation years end- 
ing in the period from dispositions in the period of Cana- 
dian property or shares of another non-resident-owned 
investment corporation, and 


(ii) amounts received by the corporation in the period as, 
on account or in lieu of payment of, or in satisfaction of 
capital gains dividends from other non-resident-owned 
investment corporations, 


exceeds the aggregate of 


(iii) the corporation’s capital losses for taxation years 
ending in the period from dispositions in the period of 
Canadian property or shares of another non-resident- 
owned investment corporation, 


(iv) 25% of the amount, if any, by which the aggregate of 
the corporation's capital gains for taxation years ending 
in the period from dispositions in the period of taxable 
Canadian property or property that would be taxable Ca- 
nadian property if at no time in the period the corpora- 
tion had been resident in Canada, exceeds the aggregate 
of its capital losses for those years from. dispositions in 
the period of such property, and 


(v) all capital gains dividends that became payable by the 
corporation before the particular time; 


“non-resident-owned investment corporation” 
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means a corporation incorporated in Canada that, 
throughout the whole of the period commencing on 
the later of June 18, 1971 and the day on which it 
was incorporated and ending on the last day of the 
taxation year in respect of which the expression is 
being applied, complied with the following condi- 
tions: 


(a) all of its issued shares and all of its bonds, 
debentures and other funded indebtedness were 


(i) beneficially owned by non-resident persons 
(other than any foreign affiliate of a taxpayer 
resident in Canada), 


(ii) owned by trustees for the benefit of non- 
resident persons or their unborn issue, or 


(i11) owned by a non-resident-owned invest- 
ment corporation, all of the issued shares of 
which and all of the bonds, debentures and 
other funded indebtedness of which were ben- 
eficially owned by non-resident persons or 
owned by trustees for the benefit of non-resi- 
dent persons or their unborn issue, or by two 
or more such corporations, 


(b) its income for each taxation year ending in the 
period was derived from 


(i) ownership of or trading or dealing in 
bonds, shares, debentures, mortgages, bills, 
notes or other similar property or any interest 
therein, 


(ii) lending money with or without security, 


(iii) rents, hire of chattels, charterparty fees or 
remunerations, annuities, royalties, interest or 
dividends, ; 


(iv) estates or trusts, or 
(v) disposition of capital property, 


(c) not more than 10% of its gross revenue for 
each taxation year ending in the period was de- 
rived from rents, hire of chattels, charterparty 
fees or charterparty remunerations, 


(d) its principal business in each taxation year 
ending in the period was not 


(i) the making of loans, or 


(ii) trading or dealing in bonds, shares, deben- 
tures, mortgages, bills, notes or other similar 
property or any interest therein, 


(e) it has, not later than 90 days after the com- 
mencement of its first taxation year commencing 
after 1971, elected in prescribed manner to be 
taxed under this section, and 


(f) it has not, before the end of the last taxation 
year in the period, revoked in prescribed manner 
the election so made by it, 


except that in no case shall a new corporation 
(within the meaning assigned by section 87) formed 
as a result of an amalgamation after June 18, 1971 of 
two or more predecessor corporations be regarded as 
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a non-resident-owned investment corporation unless 
each of the predecessor corporations was, immedi- 
ately before the amalgamation, a non-resident-owned 
investment corporation; 

Related Provisions: 108(1) — “excluded property”; 248(1)“non- 


resident-owned investment corporation” — Definition applies to en- 
tire Act. 


Pre-RSC History: The definition “non-resident-owned investment 
corporation” was para. 133(8)(d). 


Regulations: 500, 501 (prescribed manner of making and revok- 
ing election). 

I.T. Application Rules: 59(2) (application of conditions in para. 
(a) during 1972-75). 


Interpretation Bulletins: IT-290: NRO investment corpora- 
tions — meaning of principal business; IT-465R: Non-resident ben- 
eficiaries of trusts. 


Advance Tax Rulings: ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation. 


“taxable dividend” does not include a capital gains 
dividend. 


Pre-RSC History: The definition “taxable dividend” was para. 
133(8)(e). 


(9) Definitions — In the definition “allowable re- 
fund” in subsection (8), 


“allowable refundable tax on hand” of a corpora- 
tion at any particular time means the amount deter- 
mined by the formula 


(A+B+C)-(D+E+F) 
where 


A is the total of all amounts each of which is an 
amount in respect of any taxation year commenc- 
ing after 1971 and ending before the particular 
time, equal to the tax under this Part payable by 
the corporation for the year, 


B is an amount equal to 15% of the amount deter- 
mined for B in the definition “cumulative taxable 
income” in this subsection in respect of the 
corporation, 


C where the corporation’s 1972 taxation year com- 
menced before 1972, is an amount equal to 10% 
of the amount that would be determined for C in 
the definition “cumulative taxable income” in this 
subsection if the reference in the description of C 
in that definition to “the 1972 taxation year or 
any taxation year commencing after 1971 and 
ending before the particular time” were read as a 
reference to “the 1972 taxation year’, 


D is the total of all amounts each of which is an 
amount, in respect of the 1972 taxation year or 
any taxation year commencing after 1971 and 
ending before the particular time, determined by 
the formula 


0.25 x [L- (M+N)] 
where 
L is the total of the corporation’s taxable capital 
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gains for the year from dispositions after 1971 
of property described in paragraph (1)(c), 
computed-in accordance ‘with the assumption 
set out in paragraph (1)(d), 

M is the total of the corporation’s allowable cap- 
ital losses for the year from dispositions .after 
1971 of property described in paragraph 
(1)(c), computed in accordance with the same 
assumption, and 


N is the amount deductible from the corpora- 
tion’s income for the year by virtue of para- 


with the assumption set forth in paragraph (1)(d)), 


(iv) '4 of any amount paid or credited by the corporation 
after the commencement of its 1972 taxation year and 
before the particular time, as, on account or in lieu of 
payment of, or in satisfaction of interest, or 


(v) an amount in respect of any taxable dividend paid by 

' the corporation ona share of its capital stock before the 
particular time and after the commencement of its first 
taxation year commencing after 1971, equal to the 
amount in respect of the dividend pepermaned under par- 
agraph (8)(a); and 


Subpara. 133(9)(a)(ii.1) added by 1974-75-76, c. 26, subsec. 90(3), 


graph (2)(c) applicable to 1972 et seq. 


E is the total of all amounts each of which is an | “cumulative taxable income” of a corporation at 


amount equal to 3/3 of any amount paid or | any particular time means the amount determined by 
credited by the corporation after the commence- | the formula 


ment of its 1972 taxation year and before the par- 
ticular time, as, on account or in lieu of payment 


(A + B) -(C + D+ E) 


of, or in satisfaction of interest, and where 
F is the total of all amounts. each of which isan | A is the total of the corporation’s taxable incomes 


amount in respect of any taxable dividend paid by 
the corporation on a share of its capital stock 


before the particular time and after the com- | Bp 


mencement of its first:taxation year commencing 

after 1971, equal to the amount in respect of the 

dividend determined under the definition “allow- 

able refund” in subsection (8); 
Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 87(2)(cc) — Amalgamation — non-fesident-owned invest- 
ment corporation; 257 -— Formula amounts cannot calculate to less 
than zero. 


Pre-RSC History: The definition “allowable slant abla tax on 
hand” was para. 133(9)(a). Descriptive subparagraphs have been 
replaced by the formula. The pre-R.S.C. version read: 


(a) “allowable refundable tax on. hand” of a corporation at 
any particular time means the amount, if Bie by which the 
aggregate of 
(i) all amounts each of which is an amount in respect of 
any taxation year’ commencing after 1971 and ending 
before the particular time, equal to the tax under this 
Part payable by the corporation for the year, 


(ii) 15% of the amount determined under subparagraph 
(b)(ii) in respect of the corporation, and 


(ii.1) where the corporation’s 1972 taxation year com- G 


menced before 1972, 10% of the amount that would be 
determined under subparagraph (b)(iii) if the reference 
in that subparagraph to “the 1972 taxation year or any 
taxation year referred to in subparagraph (i)” were read 
as a reference to “the 1972 taxation year” 


exceeds the aggregate of amounts each of which is 


(iii) an amount in respect of the 1972 taxation year or 
any. taxation year referred to in subparagraph (i), equal 
to 25% of the amount, if any, by which the aggregate of 
the corporation’s taxable capital gains for the year from 
dispositions after 1971 of property described in para- 
graph (1)(c) exceeds the aggregate of 

(A) its allowable capital losses for the year from dis- 

positions after 1971 of property) described in that 

paragraph, and 


(B) the amount deductible from its income for the 
year by. virtue of paragraph (2)(c) 


(such gains and losses being computed in accordance 
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for taxation years commencing after 1971 and 
ending before the particular time, 


where the corporation’s 1972 taxation year com- 
menced before 1972, is the amount determined 
by the formula 


— (M+ N) 
where 


L is the corporation’s taxable income for its 
1972 taxation year, 


M is the total of all amounts received by the cor- 
poration as described in paragraph 196(4)(b), 
and 


N is the lesser of the amount determined under 
paragraph 196(4)(e) in respect of the corpora- 
tion and the amount, if any, by which the total 
of amounts determined under paragraphs 
196(4)(d) to. (f) in respect of the corporation 
exceeds the total of amounts determined under 

paragraphs 196(4)(a) to (c).in respect of the 
corporation, 

is the total of all amounts each of which is an 

amount, in respect of the 1972 taxation year or 

any taxation year commencing after 1971 and 
ending before the particular time, determined by 
the formula 


P-(Q+R) 
where 


P is the total of the corporation’s taxable capital 
gains for the year from dispositions after 1971 
of property described in paragraph (1)(c), 
computed in accordance with the assumption 
set out in paragraph (1)(d), 

Q is the total of the corporation’s allowable cap- 
ital losses for the year from dispositions after 
1971 of property described in paragraph 
(1)(c), computed in accordance with the same 
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assumption, and 


R is the amount deductible from the corpora- 
tion’s income for the year by virtue of para- 
graph (2)(c), 

D is the total of all amounts each of which is an 
amount equal to */3; of any amount paid or 
credited by the corporation, after the commence- 
ment of its 1972 taxation year and before the par- 
ticular time, as, on account or in lieu of payment 
of, or in satisfaction of interest, and 


E is the total of all amounts each of which is the 
amount of any taxable dividend paid by the cor- 
poration on a share of its’ capital stock before the 
particular time and after the commencement of its 
first taxation year commencing after 1971. 


Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 157(3) — Private, mutual and non-resident-owned invest- 
ment corporation; 257 — Formula amounts cannot calculate to less 
than zero. 


Pre-RSC History: The definition “cumulative taxable income” 
was para. 133(9)(b). Descriptive subparagraphs have been re- 
placed by the formula. The pre-R.S.C. version read: 


(b) “cumulative taxable income” — “cumulative taxable in- 
come” of a corporation at any particular time means the 
amount, if any, by which the aggregate of 


(1) its taxable incomes for taxation years commencing af- 
ter 1971 and ending before the particular time, and 


(ii) where the corporation’s 1972 taxation year com- 
menced before 1972, the amount, if any, by which its tax- 
able income for that year exceeds the aggregate of 


(A) all amounts received by the corporation as de- 
scribed in paragraph 196(4)(b), and 


(B) the lesser of the amount determined under para- 
graph 196(4)(e) in respect of the corporation and the 
amount, if any, by which the aggregate of amounts 
determined under paragraphs 196(4)(d) to (f) in re- 
spect of the corporation exceeds the aggregate of 
amounts determined under paragraphs 196(4)(a) to 
(Cc) in respect of the corporation, 


exceeds the aggregate of amounts each of which is 


(iti) an amount in respect of the 1972 taxation year or 
any taxation year referred to in subparagraph (i), equal 
to the amount, if any, by which the aggregate of the cor- 
poration’s taxable capital gains for the year from dispo- 
sitions after 1971 of property described in paragraph 
(1)(c) exceeds the aggregate of 


(A) its allowable capital losses for the year from dis- 
positions after 1971 of property described in that 
paragraph, and 


(B) the amount deductible from its income for the 
year by virtue of paragraph (2)(c) 


(such gains and losses being computed in accordance 
with the assumption set forth in paragraph (1)(d)), 


(iv) % of any amount paid or credited by the corporation, 
after the commencement of its 1972 taxation year and 
before the particular time, as, on account or in lieu of 
payment of, or in satisfaction of interest, or 

(v) the amount of any taxable dividend paid by the corpo- 
ration on a share of its capital stock before the particular 
time and after the commencement of its first taxation year 
commencing after 197]. 


Selected Cases [subsec. 133(9)]: The Great Atlantic & Pacific 
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Tea Co. Ltd. v. The Queen, [1979] C.T.C. 509 (SCC) (Refund not 
available when dividend paid prior to end of taxation year). 


Definitions [s. 133]: “allowable capital loss” — 38(b), 248(1): 
“allowable refund” — 133(8); “allowable refundable tax on 
hand” — 133(9); “amount”, “annuity”, “assessment” — 248(1); 
“Canada” — 255; “Canadian property” — 133(8); “capital gain” 
39(1)(a), 248(1); “capital gains dividend” — 133(7.1); “capital 
gains dividend account” — 133(8); “capital loss’ — 39(1)(b), 
248(1); “capital property” — 54, 248(1); “class of shares” — 
248(6); “corporation” — 248(1), Interpretation Act 35(1); “cumula- 
tive taxable income” — 133(9); “dividend” — 248(1); “estate” — | 
104(1), 248(1); “foreign affiliate” — 95(1), 248(1): “gross Teve- — 
nue” — 248(1); “incorporated in Canada” — 248(1)“corporation in- 
corporated in Canada”; ‘‘Minister” — 248(1); “net capital loss” — 
111(8), 248(1); “non-resident” — 248(1); “non-resident-owned in- 
vestment corporation” — 133(8), 248(1); “person”, “prescribed” — 
248(1); “resident in Canada” — 250; “share”, “shareholder” — | 
248(1); “taxable Canadian property” — 115(1)(b), 248(1); “taxable 
capital gain” — 38(a), 248(1); “taxable dividend” — 133(8), 89(1), 
248(1); “taxable income” — 2(2), 248(1); “taxation year” — 249; 
“taxpayer” — 248(1); “trust” — 104(1), 248(1), (3); “writing” 
Interpretation Act 35(1). 

Regulations [s. 133]: 500-502 (prescribed manner of making 


and revoking elections; certified statement required with annual 
return). 


134. Non-resident-owned corporation not a 
Canadian corporation, etc. — Notwithstanding 
any other provision of this Act, a non-resident- 
owned investment corporation that would, but for 
this section, be a Canadian corporation, taxable Ca- 
nadian corporation or private corporation shall be 
deemed not to be a Canadian corporation, taxable 
Canadian corporation or private corporation, as the 
case may be, except for the purposes of section 87, 
subsection 88(2) and sections 212.1 and 219. 


Pre-RSC History: S. 134 substituted by 1985, c. 45, subsec. 
78(1), applicable after 1984. S. 134 formerly read: 


134. N.R.O. deemed not to be Canadian or private cor- 
poration — Notwithstanding any other provision of this Act, 
a non-resident-owned investment corporation that would, but 
for this section, be a Canadian corporation or private corpora- 
tion shall be deemed not to be a Canadian corporation or pri- 
vate corporation, as the case may be, except for the purposes 
of subsection 88(2) and sections 87, 212.1 and 219. 


S. 134 substituted by 1980-81-82-83, c. 140, s. 92, applicable after 
November 12, 1981 to substitute “sections 87, 212.1 and 219” for 
“sections 87 and 219”, 


S. 134 substituted by 1977-78, c. 1, s. 67, applicable after December 
31, 1978, to substitute “subsection 88(2)” for “subsections 83(1) 
and 88(2)”. 

S. 134 substituted by 1973-74, c. 14, s. 43, applicable to 1972 et 
seq. 


Definitions: “Canadian corporation” — 89(1), 248(1); “non-resi- 
dent-owned investment corporation” — 133(8), 248(1); “private 


corporation”, “taxable Canadian corporation” — 89(1), 248(1). 


Patronage Dividends 


135. (1) Deduction in computing income — 
Notwithstanding anything in this Part, there may be 
deducted, in computing the income of a taxpayer for 
a taxation year, the total of the payments made, pur- 
suant to allocations in proportion to patronage, by 
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the taxpayer 


(a) within the year or within 12 months thereafter 
to the taxpayer’s customers of the year; and 


~ (b) within the year or within 12 months thereafter 
to the taxpayer’s customers of a previous year, 
‘the deduction of which from income of a previ- 
ous taxation year Was not permitted. © 
Related Provisions: 20(1)(u) — Deduction. from income. for 
amount allowed under 135(1); 135(2) — Limitation — non-member 
customers; 135(4) — Definitions; ‘136 — Cooperative deemed not 
to be private corporation; 157(2) — Exemption from instalment ob- 
ligations where taxable income not over $10,000; 181.2(3)G) — 
Large corporations tax — deduction from capital; 212(1)(g) — 
Non-resident withholding tax. 


Selected Cases [Subsec. 135(1)]: Zhe ee. v. Se aeens 
Co-operative Refineries Ltd., [1987] 2 C.T.C. 204 (FCA) (Deduc- 
tion of patronage dividends allowed even though payments not 
made to all customers); Interprovincial Co-operative Ltd. v. The 
Queen, [1987] 1 C.T.C: 222 (FCTD) (Different billing procedures 
did not affect right to deduction by cooperative); Sedgewick Co-op- 
erative Association Ltd. v. The Queen,'{1984] C.T.C. 14.(FCTD) 
(Capital gain added to business income for calculation of patronage 
dividends). » 

Regulations: 218 (information return). 

Interpretation Bulletins: See list at end of s. 135. 


- Forms: T2S(16): Patronage dividend deduction. 


- (2) Limitation. where, non-member .. cus- 
tomer — Notwithstanding subsection.(1), if the tax- 
payer has not made allocations in proportion to pa- 
tronage in respect of all the taxpayer’s customers of 
the year at the same rate, with appropriate: differ- 
ences for different types or classes of goods, prod- 
ucts or services, or classes, grades or qualities 
thereof, the amount that may be deducted under sub- 
section (1) is an amount equal to the lesser of 


(a) the total of the payments mentioned in that 
subsection, and 


(b) the total of 


(i) the part of the income of the taxpayer for 
the year, attributable, to, business done. with 
members, and. 


(ii) the allocations in proportion to patronage 
made to non-member customers of the year. 


Related Provisions: 135(2.1) —:Carryforward. 


Pre-RSC History: That portion of subsec. 135(2) preceding para. 
(a) amended by 1987, c. 46, subsec. 47(1), to ‘substitute “under sub- 
section (1) for “under this section”, applicable to 1987 et seq. 


Interpretation Bulletins::See list at end of s..135. 


(2.1) Deduction carried over — Where, in a tax- 
ation year ending after 1985, all or a portion of a 
payment made by a taxpayer pursuant to an_alloca- 
tion in. proportion to patronage to the taxpayer’ S Cus- 
tomers who.are members is not deductible in com- 
puting the taxpayer’s income for the year, because of 
the application of, subsection (2) (in this. subsection 
referted to as the “undeducted amount”), there may 
be deducted in computing the taxpayer’s income for 
a subsequent taxation year, an amount equal to the 


S. 135(4). 


lesser of: 


(a) the undeducted amount, except to the extent 
that that amount was deducted in computing the 
taxpayer's income for any preceding taxation 
year, and 


3 (b) the amount, if any, by which 


(i) the taxpayer’s income for the sabbsdqaerit 
taxation year (computed without reference to 
this subsection) ‘attributable to business done’ 
with the taxpayer’s customers of that year 
who are members 


exceeds 


(11) the amount deducted in Perinnting the tax- 
payer's income for the subsequent taxation 
year by virtue of subsection (1) in respect of 
payments made by the taxpayer pursuant to 
allocations in proportion to patronage to the 
taxpayer’s customers of that year who are 
members. 


Pre-RSC History: Subsec. 135(2,1) added by 1987, c. 46, subsec. 
47(2), applicable to 1987 et seq. 


Interpretation Bulletins: See list at end of s. 135. 


(3) Amount to be deducted or withheld from 
payment to customer — Where at any particular 
time in a calendar year and after 1971 a payment 
pursuant to an allocation in proportion to patronage 
is made by a taxpayer to a person who is resident, in 
Canada and is not exempt from tax under section 
149, the taxpayer shall, notwithstanding any agree- 
ment or any law to the contrary, deduct or withhold 
therefrom an amount equal to 15% of the lesser of 
the amount of the payment and the amount, if any, 
by which 

(a) the total of the amount of the payment and the 

amounts of all other payments pursuant to alloca- 

tions in proportion to patronage made by the tax- 

payer to that person in the calendar year and 

before the particular time 
exceeds 

(by $100, 


and forthwith remit that amount to the Receiver Gen- 
eral on behalf of that person on account of that per- 
son’s tax under this Part. 

Related Provisions: 127(6) — Investment tax credit of coopera- 
tive corporation; 135(2) — Limitation — non-member customers; 
135(6) — Amount of payment to customers; 227(1), (4), (5), (8.3), 
(8.4), (9), (9.2), (9-4), (11), (12), (13) — Witholding taxes — ad- 
ministration and enforcement; 227.1 — Liability of directors. - 
Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


That portion of subsec. 135(3) preceding para. (a) substituted by 
1973-74, c. 14, s. 44. 


Interpretation Bulletins: See list at end of s. 135. 
Forms: T2S(16): Patronage dividend deduction; T4A Supp: State- 
ment of pension, retirement, annuity, and other income. 


(4) Definitions — For the purposes of this section; 
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S. 135(4) all 


“allocation in proportion to patronage” for a taxa- 
tion year means an amount credited by a taxpayer to 
a customer of that year on terms that the customer is 
entitled to or will receive payment thereof, computed 
at a rate in relation to the quantity, quality or value 
of the goods or products acquired, marketed, han- 
dled, dealt in or sold, or services rendered by the tax- 
payer from, on behalf of or to the customer, whether 
as principal or as agent of the customer or otherwise, 
with appropriate differences in the rate for different 
classes, grades or qualities thereof, if 


(a) the amount was credited 


(i) within the year or within 12 months there- 
after, and 


(ii) at the same rate in relation to quantity, 
quality or value aforesaid as the rate at which 
amounts were similarly credited to all other 
customers of that year who were members or 
to all other customers of that year, as the case 
may be, with appropriate differences aforesaid 
for different classes, grades or qualities, and 


(b) the prospect that amounts would be so 
credited was held out by the taxpayer to the tax- 
payer’s customers of that year who were mem- 
bers or non-member customers of that year, as 
the case may be; 


Related Provisions: 135(1) — Deduction for allocations: 
212(1)(g) — Withholding tax on allocations to non-residents. 


“consumer goods or services” means goods or ser- 
vices the cost of which was not deductible by the 
taxpayer in computing the income from a business or 
property; 


“customer” means a customer of a taxpayer and in- 
cludes a person who sells or delivers goods or prod- 
ucts to the taxpayer, or for whom the taxpayer ren- 
ders services; 


“income of the taxpayer attributable to business 
done with members” of any taxation year means 
that proportion of the income of the taxpayer for the 
year (before making any deduction under this sec- 
tion) that the value of the goods or products ac- 
quired, marketed, handled, dealt in or sold or ser- 
vices rendered by the taxpayer from, on behalf of, or 
for members, is of the total value of goods or prod- 
ucts acquired, marketed, handled, dealt in or sold or 
services rendered by the taxpayer from, on behalf of, 
or for all customers during the year; 


“member” means a person who is entitled as a 
member or shareholder to full voting rights in the 
conduct of the affairs of the taxpayer (being a corpo- 
ration) or of a corporation of which the taxpayer is a 
subsidiary wholly-owned corporation; 


“non-member customer” means a customer who is 
not a member; 
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“payment” includes 


(a) the issue of a certificate of indebtedness or 
shares of the taxpayer or of a corporation of 
which the taxpayer is a subsidiary wholly-owned 
corporation if the taxpayer or that corporation has 
in the year or within 12 months thereafter dis- 
bursed an amount of money equal to the total 
face value of all certificates or shares so issued in 
the course of redeeming or purchasing certificates 
of indebtedness or shares of the taxpayer or that 
corporation previously issued, 


(b) the application by the taxpayer of an amount 
to a member’s liability to the taxpayer (including, 
without restricting the generality of the forego- 
ing, an amount applied in fulfilment of an obliga- 
tion of the member to make a loan to the taxpayer 
and an amount applied on account of payment for 
shares issued to a member) pursuant to a by-law 
of the taxpayer, pursuant to statutory authority or 
at the request of the member, or 


(c) the amount of a payment or transfer by the 
taxpayer that, under subsection 56(2), is required 
to be included in computing the income of a 
member. 


Pre-RSC History: The definition “allocation in proportion to 
patronage” was para. 135(4)(a); “consumer goods or services”, 
135(4)(b); “customer”, 135(4)(c); “income of the taxpayer attribu- 
table ... members”, 135(4)(d); “member”, 135(4)(e); “non-member 
customer”, 135(4)(f); “payment”, 135(4)(g). 


Interpretation Bulletins: See list at end of s. 135. 


(5) Holding out prospect of allocations — For 
the purpose of this section a taxpayer shall be 
deemed to have held out the prospect that amounts 
would be credited to a customer of a taxation year by 
way of allocation in proportion to patronage, if 


(a) throughout the year the statute under which 
the taxpayer was incorporated or registered, its 
charter, articles of association or by-laws or its 
contract with the customer held out the prospect 
that amounts would be so credited to customers 
who are members or non-member customers, as 
the case may be; or 


(b) prior to the commencement of the year or 
prior to such other day as may be prescribed for 
the class of business in which the taxpayer is en- 
gaged, the taxpayer has published an advertise- 
ment in prescribed form in a newspaper or news- 
papers of general circulation throughout the 
greater part of the area in which the taxpayer car- 
ried on business holding out that prospect to cus- 
tomers who are members or non-member custom- 
ers, as the case may be, and has filed copies of 
the newspapers with the Minister before the end 
of the 30th day of the taxation year or within 30 
days from the prescribed day, as the case may be. 


Related Provisions: 20(1)(u) — Patronage dividends. 
Interpretation Bulletins: See list at end of s. 135. 
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(6) Amount of payment to customer — For 
greater certainty, the amount of any payment pursu- 
ant to an allocation in proportion to patronage is the 
amount thereof determined before deducting any 
amount required by subsection (3) to be deducted or 
withheld from. that payment. 

Related Provisions: 20(1)(u) — Deduction — patronage. divi- 
dends; 135(3) — Amount to be deducted or withheld from payment 


to customer; 157(2) — Exemption from instalment obligations 
where taxable income not over $10,000. 


Interpretation Bulletins: See list at end of s. 135. 


(7) Payment to customer to be included in in- 
come — Where a payment pursuant to an allocation 
in proportion to patronage (other than an allocation 
in respect of consumer goods. or services) has been 
received by the taxpayer, the amount of the payment 
shall be included in computing the recipient’s in- 
come for the taxation year in which the payment was 
received and, without restricting the generality of the 
foregoing, where a certificate of indebtedness or a 
share was issued to a person pursuant to an alloca- 
tion in proportion to patronage, the amount of the 
payment by virtue of the issue thereof shall be in- 
cluded in computing the recipient’s income for the 
taxation year in which the certificate or share was re- 
ceived and not in computing the recipient’s income 
for the year in which the indebtedness was subse- 
quently discharged or the share was redeemed. 


Related Provisions: 20(1)(u) — Patronage dividend deduction; 
212(1)(g) — Non-resident withholding tax. 


Interpretation Bulletins: See list at end of s, 135. 


Forms: T2S(16): Patronage dividend deduction; T4A Supp: State- 
ment of pension, retirement, annuity, and other income. 


(8) Patronage dividends — For the purposes of 
this section, where 


(a) a person has sold or delivered a quantity of 
goods or products to a marketing board estab- 
lished by or pursuant to a law of. Canada or a 
province, | 


(b) the marketing board has sold or delivered the 
same quantity of goods or products of the same 
class, grade or quality to a taxpayer of which the 
person is a member, and 


(c) the taxpayer has credited that person with an 
amount based on the quantity of goods or prod- 
ucts of that class, grade or quality sold or deliv- 
ered to it by the marketing board, 


the quantity of goods or products referred to in para- 
graph (c) shall be deemed to have been sold or deliv- 
ered by that person to the taxpayer and to have been 
acquired by the taxpayer from that person. 


Pre-RSC History: Subsec. 135(8) added by 1974-75-76, c. 26, s. 
91, applicable to 1969 et seg. 


Definitions [s. 135]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “corporation” — 248(1), Interpretation Act 35(1); 
“Minister”, “PeESON'S: “prescribed”, “property” — 248(1); “resident 
in Canada” — 250; “share”, “subsidiary wholly-owned. corpora- 


tion” — 248(1); “taxation. year” — 249; “taxpayer” — 248(1). See 


' to substitute “127.1,.152 and 157” for * 


S. 136(1) 


also 135(4). 
Regulations [s. 135]: 218 (information return). 
Interpretation Bulletins [s. 135]: IT-362R: Patronage. divi- 


dends; IT-493: Agency cooperative corporations. 


Cooperative Corporations 


136. (1) Cooperative not private corpora- 


tion — Notwithstanding any other provision of this 


Act, a cooperative corporation that would, but for 
this section, be a private corporation shall be deemed 
not to be a private corporation except for the pur- 
poses OL secnons Porto 25 Tor. td, b, toe 
and 157 and the definition “small business corpora- 
tion” in subsection 248(1) as it applies for the pur- 
pose of paragraph 39(1)(c). 


History: Subsec. 136(1) amended by 1994, c. 7, Sch. II (1991, c. 
49),.s. 112, to.substitute “125; 125.1” for “123.1, 125”, applicable 
after June 1988 except that in its application before April 28, 1989, 
the subsec. shall be read without the reference to s. 152. 


Pre-RSC History: Subsec. 136(1) amended by 1990; c. 39, s. 34, 
127.1 and 157”, applicable 
after April 27, 1989. 


Subsec. 136(1) amended by 1986, c. 55, s. 54, applicable after 1985, 
to substitute “sections 15.1” for “section 15.1” and to add “and the 
definition ‘small business corporation’ in subsection 248(1) as it ap- 
plies for the purposes of paragraph 39(1)(c)”. 


Subsec. 136(1) substituted by 1986, c..6, s. 77, to add reference.to s. 
123.1, applicable to 1985 et seq. 


Subsec. 136(1) and heading substituted by 1985, c. 45, subsec. 
79(1), applicable to 1985 ef seg., to delete reference to sections 
123.4 and 123.5, and to add reference to section 157. The heading 
formerly read: “Cooperative corporation deemed not to be private 
corporation”’. 
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Subsec. 136(1) substituted by 1984, c. 45, s. 51, to add reference to 
ss. 15.1, 127 and 127.1, applicable after December 11, 1979, except 
that subsec. 136(1) shall, in its application to the 1984 and prior 
taxation years, be read without reference to sections 127 and 127.1: 


Subsec. 136(1) substituted by 1980-8 1-82-83, c. 140, s. 93, applica- 
ble to taxation years ending after 1981 to substitute “sections 123.4, 
123.5 and 125” for “section 125.” 


Subsec. 136(1) substituted by 1973-74, c. 14, s. 45, applicable to. 


1972 et seq. 


(2) Definition of “cooperative corporation” — 
In this section, “cooperative corporation” means a 
corporation that was incorporated by or under a law 
of Canada or a province providing for the establish- 
ment of the corporation or respecting the establish- 
ment of cooperative corporations for the purpose of 
marketing (including processing incident to or con- 
nected therewith) natural products belonging to or 
acquired from its members or customers, of purchas- 
ing supplies, equipment or household necessaries for 
or to be sold to its members or customers or of per- 
forming services for its members or customers, if 


(a) the statute by or under which it was incorpo- 
rated, its charter, articles of association or by- 
laws or its contracts with its members or its mem- 
bers and customers held out the prospect. that 
payments would be made to them in proportion to 
patronage; 


(b) none of its members (except other cooperative 
corporations) have more than one vote in the con- 
duct of the affairs of the corporation; and 


(c) at least 90% of its members are individuals, 
other cooperative corporations, or corporations or 
partnerships that carry on the business of farm- 
ing, and at least 90% of its shares, if any, are held 
by those persons or partnerships. 


Pre-RSC History: Para. 136(2)(c) substituted by 1987, c. 46, s: 
48, applicable to 1987 et seg. Para.136(2)(c) formerly read: 


(c) at least 90% of its members are individuals or other coop- 
erative corporations and at least 90% of its shares, if any, are 
held by such persons. 


Related Provisions [s. 136]: 15.1(3) — Eligible small business 
corporation; 89(1)“paid-up capital”(b) — Paid-up capital of cooper- 
ative corporation; 125 — Small business deduction: 127(6) —In- 
vestment tax credit of cooperative corporation; 135 — Patronage 
dividend; 137 — Deductions in computing income; 181.1(3)(f) — 
Certain cooperative corporations exempt from Part I.3 tax: 


248(1) — “share” includes a share of a cooperative corporation. 
Definitions [s. 136]: “carrying on business” — 253; “corpora- 
tion” — 248(1), Interpretation Act 35(1); “farming”, “individual”, 


“person” — 248(1); “private corporation” — 89(1), 248(1); “share”, 
“small business corporation” — 248(1). 


Interpretation Bulletins [s. 136]: IT-493: Agency cooperative 
corporations. 
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Credit Unions, Savings and Credit 
Unions and Deposit insurance 
Corporations 


137. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 137(1) repealed by 1988, c. 55, subsec. 
123(1), applicable (by: subsec. 123(4), as amended by 1991, 'c. 49\s 
244, deemed in force September 13, 1988) to taxation years of a 
credit union that commence after June 17, 1987 and end after 1987, 
except that, in its application to the first such taxation year, subsec. 
137(1) shall be read as follows: 


137. (1) In computing the income for a taxation year of a 

credit union or a savings and credit union (in this’ Act referred 

to as a “credit union”) 
(c) there shall be included any amount deducted under ~ 
paragraph (a) or (b) as a reserve in computing the credit 
union’s income for the immediately preceding taxation © 
year; and 
(d) there may be deducted the prescribed amount of the 
credit union’s 1971 reserve adjustment. 


Subsec. 137(1) formerly read: 


137. (1) Deductions in computing income — In computing 
the income for a taxation year of a credit union or a savings 
and credit union (in this Act referred to as a “credit union”), 


(a) there may be deducted as a reserve in respect of 
bonds, debentures, agreements of sale, mortgages or hy- 
pothecs, in lieu of any deduction in respect théreof under 
paragraph 20(1)(1), such amount as may; be claimed by. 
the credit union, not exceeding a prescribed.amount; 
(b) there may be deducted as a reserve in respect of debts. 
owing to the credit union (other than any debt described _ 
in paragraph (a)), in lieu of any deduction in respect 
thereof under paragraph 20(1)(1), such amount’as may be 
claimed by the credit union, not exceeding a prescribed 
amount; 

(c) there shall be included any amount deducted under 
paragraph (a) or (b) as a reserve in computing the credit 
union’s income for the immediately preceding’ taxation 
year; and 


(d) no deduction may. be made under section 33. 


(2) Payments pursuant to allocations in 
proportion to borrowing — Notwithstanding an- 
ything in this Part, there may be deducted, in com- 
puting the income for a taxation year of a. credit 
union, the total of bonus interest payments and pay- 
ments pursuant to allocations in proportion to~bor- 
rowing made by the credit union within the year or 
within 12 months thereafter to members of the credit 
union, to the extent that those payments were not de- 
ductible under this subsection in computing the in- 
come of the credit union for the imme Gately preced- 
ing taxation year. 

Related Provisions: 110.1(1)(a) — Subsec. 137(2) ignored for 
purposes of charitable donations limit; 135 — Patronage dividends; 
137(6) — Maximum cumulative reserve: 157(2) — Instalment obli- 
gations — special case; . 181.3(3)(a) — Capital. of » financial 
institution. 


Pre-RSC History: Subsec. 137(2) substituted by 1980-8 1-82-83; 
c. 48, subsec. 78(1), applicable to taxation years ending-after Octo- 
ber 28, 1980. Subsec. 137(2) formerly read: 
(2) Notwithstanding anything in this Part, there may be de- 
ducted, in computing the income for a taxation year of a 
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credit union, the aggregate of the payments made, pursuant to 
allocations in proportion to borrowing; by. the credit union 
within the year or within 12 months thereafter to members of 
the credit union, to the extent that such payments were not 
deductible under this ‘subsection in computing the income of 
the credit union for the immediately preceding taxation year. 


Interpretation Bulletins: IT-483: Credit unions. 


(3) Additional deduction — There may be de- 
ducted from the tax otherwise payable» under. this 
Part for a taxation year by a; corporation that: was; 
throughout the year, a credit. union,an amount equal 
to 16% of the amount, if any, by which the lesser of 


(a) the corporation’s taxable income for the’ year; 
and | POU : : 28 


(b) the amount, if any, by which */; of the corpo- 
ration’s maximum cumulative reserve at the end 
of the year exceeds the corporation’s. preferred- 
rate amount at the end of the immediately eras 
ing taxation year 


exceeds 


(c) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the cor- 
poration for the. year. 


Related, Provisions: 123.2 — Corporation surtax calculated 
before deducting credit.under 137(3). 


Pre-RSC History: That portion of subsec. 137(3) preceding para. 
(a) amended to substitute “16%” for “21%”, by 1988, c. 55, subsec. 
123(2), applicable to taxation years ending after June 1988, except 
that in its application to a taxation year of-a corporation commenc- 
ing before July 1988 and ending after June 1988, there shall be ad- 
ded to the amount otherwise determined under subsec. 137(3) in re- 
spect of the corporation for the year that proportion of 5% of the 
excess determined under subsec. 137(3) in respect of the corpora- 
tion for the year that the numberof days in the year that are before 
July 1988 is of the number of days in the year. 


Subsec. 137(3) substituted by 1984, c. 45, subsec. 52(1), applicable 
to 1985 et seq: Subsec. 137(3) formerly read:, 


(3) Additional deduction — There ‘may be deducted from 
the tax otherwise payable under this Part for a taxation year 
by a corporation that was, throughout the year, a credit union, 
an amount equal to 25% of the lesser of 


(a) the amount, if any, by which 
(i) the corporation’s taxable income for the year 
exceeds 


(ii) the least of the amounts determined under 
paragraphs 125(1)(a) to (d) in miner of the corpora- 
tion for the year, and 


(b) the amount, if any, by which 


(i) 4% of the corporation’s maximum cumulative re- 
serve at the end of the year 


exceeds 


(ii) the aggregate of the corporation’s preferred-rate 
amount (within the meaning assigned by subsection 
190(2)) at the end of the immediately preceding taxa- 
tion year and the amount determined under subpara- 
graph (a)(ii), 
except that in applying this subsection for a taxation year 
after the 1972 taxation year, the reference in this subsec- 
tion to “25%” shall be read as a reference to “24%” for 
the 1973 taxation year, “23%” for the 1974 taxation year, 


_ Related Provisions: 


S. 137(4.2) 


“22%” for the 1975 taxation year, and “21%” for the 
1976 and: subsequent :taxation. years. 


Subpara. 137(3)(b)(ii) substituted by 1973-74, c. 14, subsec. 46(1), 
applicable to 1972 et seq. 


Interpretation Bulletins: IT-483: Credit unions, 


(4) Amount deemed deductible under section 
125 — For the, purposes of this Act, any amount de- 
ductible or any deduction under subsection (3). from 
the tax otherwise payable by a credit. union under 
this Part for a taxation year shall be deemed to be an 
amount deductible or a deduction, as, the case, may 
be, under section 125 from that tax. 


Related Provisions: "IZs — Small business deduction; 137(6) —~ 
Maximum cumulative reserve. 


Interpretation Bulletins: IT-483: Credit unions. 


(4.1). Payments. in respect of shares — Not- 


withstanding any other provision of this Act, an 
amount paid or payable by a credit union to a mem- 
ber thereof in respect of a share of a class of the cap- 
ital stock of the credit union (other than any.such 
amount paid or payable as or on account of a reduc- 
tion of the paid-up capital, redemption, acquisition 
or cancellation of the share by the credit union to the 
extent of the paid-up capital of the share) shall, 


where the share is not listed.on a prescribed stock 


exchange, be. deemed to have been paid or payable, 


as the case may be, by the credit union as interest 


and to have been received or to have been receiva- 
ble, as the case may be, by the member as interest. 


12(1)(c), — Interest included in income; 
84(4) — Deemed dividend on reduction of paid-up capital where 
share is listed on prescribed stock exchange; 137(4.2) — Deemed 
interest not a dividend. 


History: Subsec. 137(4.1) substituted by 1994, c. 21, s. 64, applica- 
ble to transactions occurring after December 21, 1992. That subsec. 
formerly read: 


(4.1) Amount paid in respect of members’ share deemed 
paid as-interest — Notwithstanding any other provisions of 
this Act, any amount paid or payable by a credit union to a 
member thereof in respect of the member’s share in the credit 
union, other than any such. amount paid or payable as or on 
account of a reduction of the paid-up capital, redemption, ac- 
quisition or cancellation by the credit union of the member’s 
share to the extent of the paid-up capital of that share, shall be 
deemed to have been paid or payable, as the case may be, by 
the credit union as interest and, when received by the mem- 
ber, to have been received by the member as interest. 


Regulations: 3200 (prescribed stock exchange; needs to be 


amended to apply to 137(4.1)). 


Interpretation Bulletins: IT-483: Credit unions. 


(4.2) Deemed interest not a dividend — Not- 
withstanding any other provision of this Act, an 
amount that is.deemed by subsection, (4,1) to be in- 
terest shall-be deemed not to be.a dividend. 

Related Provisions: 84(2) — Deemed dividend on winding-up; 


84(3) — Deemed dividend on redemption of shares; 84(4) 
Deemed dividend — reduction of paid-up capital. 


History: Subsec. 137(4.2) substituted by 1994, c. 21, s. 64, applica- 
ble to transactions occurring after December 21, 1992: ‘That subsec. 
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formerly read: 


(4.2) Application of section 84 — Subsections 84(2), (3) 
and (4) do not apply to deem a dividend to have been paid by 
a corporation to any of its shareholders, or to deem any of the 
shareholders of a corporation to have received a dividend on 
any shares of the capital stock of the corporation, if at the 
time the dividend would, but for this subsection, be deemed 
by subsection 84(2), (3) or (4) to have been so paid or re- 
ceived, as the case may be, the corporation was a credit 
union. 


Pre-RSC History: Subsecs. 137(4.1) substituted, 137(4.2) added 
by 1974-75-76, c. 26, subsec. 92(1), applicable to 1972 et seq. 


Interpretation Bulletins: IT-483: Credit unions. 


(4.3) Determination of preferred-rate amount 

of a corporation — For the purposes of subsection 

(3), 
(a) the preferred-rate amount of a corporation at 
the end of a taxation year is an amount equal to 
the total of its preferred-rate amount at the end of 
its immediately preceding taxation year and 7/4 of 
the amount deductible under section 125 from the 
tax for the year otherwise payable by it under this 
Part; 


(b) where at any time a new corporation has been 
formed as a result of an amalgamation of two or 
more predecessor corporations, within the mean- 
ing of subsection 87(1), it shall be deemed to 
have had a taxation year ending immediately 
before that time and to have had, at the end of 
that year, a preferred-rate amount equal to the to- 
tal of the preferred-rate amounts of each of the 
predecessor corporations at the end of their last 
taxation years; and 


(c) where there has been a winding-up as de- 
scribed in subsection 88(1), the preferred-rate 
amount of the parent (referred to in that subsec- 
tion) at the end of its taxation year immediately 
preceding its taxation year in which it received 
the assets of the subsidiary (referred to in that 
subsection) on the winding-up shall be deemed to 
be the total of the amount that would otherwise 
be its preferred-rate amount at the end of that 
year and the preferred-rate amount of the subsidi- 
ary at the end of its taxation year in which its as- 
sets were distributed to the parent on the wind- 
ing-up. rf 
Pre-RSC History: Para. 137(4.3)(a) substituted by 1988, c. 55, 
subsec. 123(3), applicable to taxation years commencing after June 
1988, except that in the application of para. 137(4.3)(a) to the first 
taxation year of a corporation commencing after June 1988, the pre- 
ferred-rate amount of the corporation at the end of its immediately 
preceding taxation year (in this subsection referred to as “that year”) 
shall be deemed to be an amount equal to the aggregate of its pre- 
ferred-rate amount at the end of the taxation year immediately pre- 
ceding that year and 4 times the amount deductible under s. 125 
from the tax otherwise payable by the corporation under Part I for 
that year. Para. 137(4.3)(a) formerly read: 


(a) the preferred-rate amount of a corporation at the end of a 
taxation year is 


(i) where the taxation year ended in 1984, the amount de- 
termined under paragraph 190(2)(b), and 
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(ii) for any other taxation year, the aggregate of its pre- 
ferred-rate amount at the end of its immediately preced- 
ing taxation year and 4 times the amount deductible 
under section 125 from the tax otherwise payable by the 
corporation under this Part for the year; 


Subsec. 137(4.3) added by 1984, c. 45, subsec. 52(3), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-483: Credit unions. 


(5) Member’s income — Where a payment has 
been received by a taxpayer from a credit union in a 
taxation year in respect of an allocation in proportion 
to borrowing, the amount thereof shall, if the money 
so borrowed was used by the taxpayer for the pur- 
pose of earning income from a business or property 
(otherwise than to acquire property the income from 
which would be exempt or to acquire a life insurance 
policy), be included in computing the taxpayer’s in- 
come for the year. 


(5.1) Allocations of taxable dividends and 
capital gains — A credit union (referred to in this 
subsection and in subsection (5.2) as the “payer’) 
may, at any time within 120 days after the end of its 
taxation year, elect in prescribed form to allocate in 
respect of the year to a member that is a credit union 
such portion of each of the following amounts as 
may reasonably be regarded as attributable to the 
member: 


(a) the total of all amounts each of which is the 
amount of a taxable dividend received by the 
payer from a taxable Canadian corporation in the 
year; 


(b) the amount if any, by which 


(i) the total of all amounts each of which is the 
amount by which the payer’s capital gain 
from the disposition of a property in the year 
exceeds the payer’s taxable capital gain from 
the disposition 


exceeds 


(ii) the total of all amounts each of which is 
the amount by which the payer’s capital loss 
from the disposition of a property in the year 
exceeds the payer’s allowable capital loss 
from the disposition; and 


(c) each amount deductible under paragraph 
(5.2)(c) in computing the payer’s taxable income 
for the year. 


Related Provisions: 137(5.2) — Allocations of taxable dividends 
and capital gains. 


History: Para. 137(5.1)(b) substituted and para. (c) added by 1994, 
c. 7, Sch. II (1991, c. 49), subsec. 113(1), applicable to 1988 er seq. 
Para. (b) formerly read: 


(b) the amount, if any, by which the total of the payer’s taxa- 
ble capital gains from dispositions of property in the year ex- 
ceeds the total of its allowable capital losses from disposi- 
tions of property in the year. 


Pre-RSC History: Subsec. 137(5.1) added by 1980-81-82-83, c. 
48, subsec. 78(2), applicable to taxation years ending after October 
28, 1980. 
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interpretation Bulletins: IT-483: Credit unions. 


Forms: T2004: Election by a credit union to allocate taxable divi- 
dends and net non-taxable capital gains to member credit unions. 


(5.2), Idem — Notwithstanding any other provision 
of this Act, ’ 


(a) there shall be deducted from the amount that 
would, but for this subsection, be deductible 
under section 112 in computing a payer’s taxable 
‘income for a taxation year such portion of the to- 
tal referred to in paragraph (5.1)(a) as the payer 
allocated to its members under subsection (5.1) in 
respect of the year; 


(b) there shall be included in computing the in- 
come of a payer for a taxation year an amount 
equal to that portion of the amount referred to in 
paragraphs (5.1)(b) and (c) that the payer. allo- 
cated under subsection (5.1) in respect of the year 
to its members; and 


(c) each amount allocated under subsection (5.1) 
to a member may be deducted by that member in 
computing the member’s taxable income for its 
taxation year that includes the last day of the 
payer’s taxation year in respect of which the 
amount was so allocated. 


History: Para. 137(5.2)(c) amended by 1994, c. 7, Sch. VII (1993, 
c, 24), s. 79, applicable to 1991. et seq. Para: (c) formerly read: 


(c) each amount allocated to a member under subsection (5.1) 
may be deducted by that member in,computing its taxable in- 
come for its taxation year during which the amount was so 
allocated. 


Para. 137(5.2)(b) amended by 1994, c. 7, Sch. Il (1991, c. 49), sub- 
sec. 113(2), applicable to 1988 et seg. Para. (b) formerly read: 


(b) there shall be included in computing the income of a 
payer for a taxation year an amount equal to that portion of 
the amount referred to in paragraph (5.1)(b) that the payer al- 
located to its members under subsection (5.1) in respect of the 
year; and 


Pre-RSC History: Subsec. 137(5.2) added by 1980-81-82-83, c. 
48, subsec. 78(2), applicable to taxation years ending after October 
28,.1980..,.. 


| Interpretation Bulletins: IT-483: Credit unions. 
(6) Definitions — In this section, 


“allocation in proportion to borrowing” for a tax- 
ation year means an amount credited by a credit 
union to a person who was a member of the credit 
union in the year on terms that the member is enti- 
tled to or will receive payment thereof, computed at 
a rate in relation to 


(a) the amount of interest payable by the member 
on money borrowed from the credit union, or 


(b) the amount of money borrowed by the mem- 
ber from the credit union, 


if the amount was credited at the same rate in rela- 
tion to the amount of interest or money, as the case 
may be, as the rate at which amounts were similarly 
credited for the year to all other members of the 


S. 137(6) cre 


credit union of the same class; 


Pre-RSC History: The definition “allocation in proportion to 
borrowing” was para. 137(6)(a). 


All that portion of para. 137(6)(a) following subpara. (ii) substi- 
tuted, para. 137(6)(a.1) added by 1980-81-82-83, c. 48, subsecs. 
78(3), (4), applicable to taxation years, ending after October 28, 
1980. That portion formerly read: 


if the amount was credited within the year or within 12 
months thereafter and at the same rate in relation to the 
amount of interest or money, as the case may be, as the rate at 
which amounts were similarly credited in the year to all other 
members of the credit union of the same class and for this 
purpose a class includes all members for whom the rates of 
interest payable in relation to the money borrowed are the 
same; 


All that portion of para. 137(6)(a) following subpara. (ii) substituted 
by 1974-75-76, c. 26, subsec. 92(3), applicable to 1972 et seq. 


“bonus interest payment” for a taxation year 
means an amount credited by a credit union to a per- 
son who was a member of the credit union in the 
year on terms that the member is entitled to or will 
receive payment thereof, computed ‘at a rate in rela- 
tion to 


(a) the amount of interest payable in respect of 
the year by the credit union to the member on 
money standing to the member’s credit from time 
to time in the records or books of account of the 
credit union, or 


(b) the amount of money standing to the mem- 
ber’s credit from time to time in the year in the 
records or books of account of the credit union, 


if the amount was credited at the same rate in rela- 
tion to the amount of interest or money, as the case 
may be, as the rate at which amounts were similarly 
credited in the year to all other members of the credit 
union of the same class; 


Pre-RSC History: The definition “bonus interest payment” was 
para. 137(6)(a.1). 


“credit union” means a corporation, association or 
federation incorporated or organized as a credit 
union or cooperative credit society if 


(a) it derived all or substantially all of its reve- 
nues from 


(i) loans made to, or cashing cheques for, 
members, 


(ii) debt obligations or securities of, or guar- 
anteed by, the Government of, Canada or a 
province, a Canadian municipality, or an 
agency thereof, or debt obligations or securi- 
ties of a municipal or public body performing 
a function of government in Canada or an 
agency thereof, 


(iii) debt obligations of or \deposits with, or 
guaranteed by, a corporation, commission or 
association not less than 90% of the shares or 
capital of which was owned by the Govern- 
ment of Canada or a province or by a munici- 
pality in Canada, 
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(iv) debt obligations of or deposits with, or 
guaranteed by, a bank, or debt obligations of 
or deposits with a corporation licensed or oth- 
erwise authorized under a law of Canada or a 
province to carry on in Canada the business of 
offering to the public its services as trustee, 


(v) charges, fees and dues levied against 
members or members of members, 


(vi) loans made to or deposits with a credit 
union or cooperative credit society of which it 
is a member, or 


(vii) a prescribed revenue source, 


(b) all or substantially all the members thereof 
having full voting rights therein were corpora- 
tions, associations or federations 


(i) incorporated as credit unions or coopera- 
tive credit societies, all of which derived all or 
substantially all of their revenues from the 
sources described in paragraph (a), or all or 
substantially all of the members of which 
were credit unions, cooperatives or a combi- 
nation thereof, 


(ii) incorporated, organized or registered 
under, or governed by a law of Canada or a 
province with respect to cooperatives, or 


(ii1) incorporated or organized for charitable 
purposes, 


or were corporations, associations or federations 
no part of the income of which was payable to, or 
otherwise available for the personal benefit of, 
any shareholder or member thereof, or 


(c) the corporation, association or federation 
would be a credit union by virtue of paragraph 
(b) if all the members (other than individuals) 
having full voting rights in each member thereof 
that is a credit union were members having full 
voting rights in the corporation, association or 
federation; 
Related Provisions: 89(1)“paid-up capital’(b) — Paid-up capital 
of credit union; 137.1(7) — Deposit insurance corporation deemed 
not credit union; 157(2) — Exemption from instalment obligations 
where. taxable income not over $10,000; 248(1)“credit union” — 
Definition applies to entire Act; 248(1)“share” — Definition; Reg. 
9002(3) — Mark-to-market rules — property held by credit union. 


Pre-RSC History: The definition 
137(6)(b). 


Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-483: Credit unions. 


“credit union” was para. 


“maximum cumulative reserve” of a credit union 
at the end of any particular taxation year means an 
amount determined by the formula 


0.05 x (A + B) 


where 


A is the total of all amounts each of which is the 
amount of any debt owing by the credit union to a 
member thereof or of any other obligation of the 
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credit union to pay an amount to a member 
thereof, that was outstanding at the end of the 
year, including, for greater certainty, the amount 
of any deposit standing to the credit of a member 
of the credit union in the records of the credit 
union, but excluding, for greater certainty, any 
share in the credit union of any member thereof, 
and 


B is the total of all amounts each of which is the 
amount, as of the end of the year, of any share in 
the credit union of any member thereof; 


Pre-RSC History: The definition “maximum cumulative reserve” 
was para. 137(6)(c). Descriptive subparagraphs have been replaced 
by the formula. The pre-R.S.C. version read: 


(c) “maximum cumulative reserve” — “maximum cumula- 
tive reserve” of a credit union at the end of any particular 
taxation year means an amount equal to 5% of the aggregate 
of amounts each of which is 


(i) the amount of any debt owing by the credit union to a 
member thereof or of any other obligation of the credit 
union to pay an amount to a member thereof, that was 
outstanding at the end of the year, including, for greater 
certainty, the amount of any deposit standing to the 
credit of a member of the credit union in the records of 
the credit union, but excluding, for greater certainty, any 
share in the credit union of any member thereof, or 


(ti) the amount, as of the end of the year, of any share in 
the credit union of any member thereof: and 


I.T. Application Rules: 58(3.2) (reduction in maximum cumula- 
tive reserve to reflect level at end of 1971). 


“member” of a credit union means a person who is 
recorded as a member on the records of the credit 
union and is entitled to participate in and use the ser- 
vices of the credit union. 


Related Provisions: Reg. 1404(2)“acquisition costs’(a)(iii. ie 
Insurer established to provide insurance to credit union members — 
policy reserves. 


Pre-RSC History: The definition “member” was para. 137(6)(d). 


Pre-RSC History [subsec. 137(6)]: Cl. 137(6)(b)(i)(D) 
amended by 1992, c. 1, Sch. V, s. 18, to substitute “a bank” for “a. 
bank to which the Bank Act or the Quebec Savings Banks Act ap- 
plies,” applicable from February 28, 1992. 


Cls. 137(6)(b)()(B)-(D), all that portion of subpara. 137(6)(b)(ii) 
preceding cl. (B), para. 137(6)(d) substituted, cl. 137(6)(b)(i)(G), 
subpara. 137(6)(b)(ili) added by 1980-81-82-83, c. 48, subsecs. 
78(5)-(9), applicable after October 28,° 1980. ~Cls. 
137(6)(b)()(B)-(D), that portion of subpara. 137(6)(b)(ii) and para, 
137(6)(d) formerly read: 


(B) bonds or securities of or loans to, or guaranteed by, — 
the Government of Canada or a province, a Canadian” 
municipality, or an agency thereof, or bonds or securities 
of or loans to a municipal or public body performing a 
function of government in Canada or an agency thereof, 


(C) bonds of a corporation, commission or association 
not Jess than 90% of the shares or capital of which was 
owned by the government of Canada or a province or by 
a municipality in Canada, 


(D) loans to or deposits with a bank to which the Bank 
Act or the Quebec Savings Banks Act applies, or loans to 
or deposits with a corporation licensed or otherwise au- 
thorized under a law of Canada or a province to carry on 
in Canada the business of offering to the public its ser- 
vices as trustee, 
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(ii) all or substantially all the members thereof were corpora- 
tions, associations or federations 
(A) incorporated as credit unions or cooperative credit 
societies, all of which derived all or substantially all of 
their revenues from the sources described in subpara- 
graph (i), or all of whose shares are owned by credit un- 
ions, cooperatives or a combination thereof, 


_ (d) “member” of a-credit union means a person who is enti- 
tled as a member or shareholder to full voting rights in the 
conduct of the affairs of the credit union. 

Para. 137(6)(b) substituted by 1974-75-76, c: 26, subsec. 92(3), ap- 
plicable to 1972 et seq. 


(7) Credit union not private corporation — 
Notwithstanding any other provision of this Act, a 
credit union that would, but for this section, be a pri- 
yate corporation shall be deemed not to be a private 
corporation except for the purposes of sections 
123.1, 125, 127, 127.1, 152 and 157 and the defini- 
tion “small business corporation” in subsection 
248(1) as it applies for the purposes of paragraph 
39(1)(c). 

Pre-RSC History: Subsec. 137(7) amended by 1990, c. 39, s. 35, 


to substitute “127.1, 152 and 157” for “127.1 and 157”, applicable 
after April 27, 1989. 


Subsec. 137(7) amended by 1986, c. 55, s. 55, applicable after 1985, 
to add “and the definition “small business corporation” in subsec- 
tion 248(1) as it applies for the purposes of paragraph 39(1)(c)”. 


Subsec. 137(7) amended by 1986, c. 6, s. 78, to add reference to s. 
123.1, applicable to 1985 et seq. 


Subsec. 137(7) substituted by 1985, c. 45, subsec. 80(1), applicable 
to 1985 et seq., to delete reference to sections 123.4 and 123.5 and 
to add reference to section 157. 


Subsec. 137(7) substituted by 1984, c. 45, subsec. 52(3), to add ref- 
erence to ss. 127 and 127.1, applicable to 1985 et seq. 


Subsec. 137(7) substituted by 1980-81-82-83, c. 140, s. 94, applica- 
ble to taxation years ending after 1981 to substitute “sections 123.4, 
~ 123.5 and 125” for “section 125.” 


Subsec. 137(7) substituted by 1973-74, c. 14, subsec. 46(2), applica- 
ble to 1972 et seq. 


Definitions [s. 137]: “allocation in proportion to borrowing” — 
137(6); “allowable capital loss” — 38(b), 248(1); “amount” — 
248(1); “bank” — Interpretation Act 35(1); “bonus interest pay- 
ment” — 137(6); “business” — 248(1); “class” — of shares 248(6); 
“corporation” — 248(1), Interpretation Act 35(1); “credit union” — 
137(6), 248(1); “dividend” — 137(4.1), (4.2), 248(1); “interest” — 
137(4.1), (4.2); “life insurance policy” — 138(12), 248(1); “maxi- 
mum cumulative reserve”, “member” — 137(6); “payer” — 
137(5.1); “person” — 248(1); “preferred-rate amount” — 137(4.3); 
“prescribed” — 248(1); “private corporation” — 89(1), 137(7), 
248(1); “property”, “share”, “shareholder”, “small business corpora- 
tion” — 248(1); “taxable Canadian corporation” — 89(1), 248(1); 
“taxable capital gain” — 38(a), 248(1); “taxable income” — 2(2), 
248(1); “taxation year’ — 249; “taxpayer” — 248(1). 

.T. Application Rules [s. 137]: 58 (property of credit, union 
acquired before 1972). 


interpretation Bulletins [s. 137]: IT-483: Credit unions. 


137.1 (1) Amounts included in income of 
deposit insurance corporation — For the pur- 
pose of computing the income for a taxation year of 


S. 137.1(3)(b) 


a taxpayer that is a deposit insurance corporation, the 
following rules apply: 


(a) the corporation’s income shall, except as oth- 
erwise provided in this section, be computed in 
accordance with the rules applicable in comput- 
ing income for the purposes of this Part, and 


(b) there shall be included in computing the cor- 
poration’s income such of the following amounts 
as are applicable: 


(i) the total of profits or gains made in the 
year by the corporation in respect of bonds, 
debentures, mortgages, notes or other similar 
obligations owned by it that were disposed of 
by it in the year, and 


(ii) the total of each such portion of each 
amount, if any, by which the principal 
amount, at the time it was acquired by the cor- 
poration, of a bond, debenture, mortgage, note 
or other similar obligation owned by the cor- 
poration at the end of the year exceeds the 
cost to the corporation of acquiring it as was 
included by the corporation in computing its 
profit for the year. 
Related Provisions: '137.1(3) — Deductions from income of de- 
posit insurance corporation; 137.1(5) — Deposit insurance corpora- 
tion defined; 137.1(10) — Amounts paid by a deposit insurance cor- 
poration; 137.2 — Valuation of property owned since before 1975; 
142.2(1)“financial institution”(c)(iv) — Deposit insurance corpora- 
tion not subject to mark-to-market rules. 


Pre-RSC History: Subpara. 137.1(1)(b)(iii) repealed by 1988, c. 
55, subsec. 124(1), applicable to taxation years after the first taxa- 
tion year that commences after June 17, 1987 and ends after 1987. 
Subpara. 137.1(1)(b)(iii) formerly read: 


(iii) any amount deducted under paragraph (3)(c) as a reserve 
for the immediately preceding taxation year. 


(2) Amounts not included in income — The 
amount of any premiums or assessments received or 
receivable by a taxpayer that is a deposit insurance 
corporation from its member institutions in a taxa- 
tion year shall not be included in computing its 
income. 


Related Provisions: 137.1(4)— Limitation on deduction; 
137.1(11) — Deductions for payments by member institution. 


Pre-RSC History: Subsec. 137.1(2) substituted by 1980-8 1-82-83, 
c. 140, subsec. 95(1), applicable to 1981 and subsequent taxation 
years, to add the words “or receivable”. 


(3) Amounts deductible in computing income 
of deposit insurance corporation — There may 
be deducted in computing the income for a taxation 
year of a taxpayer that is a deposit insurance corpo- 
ration such of the following amounts as are applica- 
ble: 


(a) the total of losses sustained in the year by the 
corporation in respect of bonds, debentures, mort- 
gages, notes or other similar obligations owned 
by it and issued by a person other than a member 
institution that were disposed of by it in the year; 


(b) the total of each such portion of each amount, 
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if any, by which the cost to the corporation of ac- 
quiring a bond, debenture, mortgage, note or 
other similar obligation owned by the corporation 
at the end of the year exceeds the principal 
amount of the bond, debenture, mortgage, note or 
other similar obligation, as the case may be, at 
the time it was so acquired as was deducted by 
the corporation in computing its profit for the 
year; 

(c) [Repealed under former Act] 


(d) the total of all expenses incurred by the tax- 
payer in collecting premiums or assessments 
from member institutions; 


(e) the total of all expenses incurred by the tax- 
payer 
(i) in the performance of its duties as curator 
of a bank, or as liquidator or receiver of a 
member institution when duly appointed as 
such a curator, liquidator or receiver, 


(ii) in the course of making or causing to be 
made such inspections as may reasonably be 
considered to be appropriate for the purposes 
of assessing the solvency or financial stability 
of a member institution, and 
(ili) in supervising or administering a member 
institution in financial difficulty; and 
(f) the total of all amounts each of which is an 
amount that is not otherwise deductible by the 
taxpayer for the year or any other taxation year 
and that is 


(i) an amount paid by the taxpayer in the year 
pursuant to a legal obligation to pay interest 
on borrowed money used 


(A) to lend money to, or otherwise provide 
assistance to, a member institution in fi- 
nancial difficulty, 


(B) to assist in the payment of any losses 
suffered by members or. depositors of a 
member institution in financial difficulty, 


(C) to lend money to a subsidiary wholly- 
owned corporation of the taxpayer where 
the subsidiary is deemed by. subsection 
(5.1) to be adeposit insurance corporation, 


(D) to acquire property from a member in- 
stitution in financial difficulty, or 


(E) to acquire shares of the capital stock of 
a member institution in financial difficulty, 
or: 


(ii) an amount paid by the taxpayer in the year 

pursuant to a legal obligation to pay interest 

on an amount that would be deductible under 

subparagraph (i) if it were paid in the year. 
Related Provisions: 137.2 — Valuation of property owned since 
before 1975. 


Pre-RSC History: Para. 137.1(3)(c) repealed by 1988, c. 55, sub- 
sec. 124(2), applicable to taxation years commencing after June 17, 
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1987 that end after 1987. Para. 137.1(3)(c) formerly read: 


(c) such amount as the taxpayer may claim for the year in 
respect of an investment reserve, not exceeding the lesser of 


(i) 1'2% of the aggregate of the amortized cost to it at the 
end of the year of each bond, debenture, mortgage, hy- 
pothec, note or other similar obligation owned by it at 
that time (other than a bond or debenture that matures 
within one year after that time or a bond, debenture, 
mortgage, hypothec, note or other similar obligation is- 
sued by a member institution), and each amount due and 
unpaid at that time as or on account of interest payable 
thereunder to the taxpayer, and 


(ii) the aggregate of '/ of the amount determined under 
subparagraph (i) and the amount, if any, deducted by the 
taxpayer under this paragraph in computing its income 
for the immediately preceding taxation year; 


Subpara. 137.1(3)(e)(iii) and para. 137.1(3)(f) added by 1987, .c. 46, 
subsecs. 49(1), (2), applicable to 1980 et seg. 


Para. 137.1(3)(a) amended by 1985, c. 45, subsec. 81(1), applicable 
to 1983 et seq., to substitute “owned by it and issued by a person 
other than a member institution” for “owned by it”. 


(4) Limitation on deduction — No deduction 
shall be made in computing the income for a taxation 
year of a taxpayer that is a deposit insurance corpo- 
ration in respect of 


(a) any grant, subsidy or other assistance to mem- 
ber institutions provided by it; 


(b) an amount equal to the amount, if any, by 
which the amount paid or payable by it to acquire 
property exceeds the fair market value of the 
property at the time it was so acquired; 


(c) any amounts paid to its member institutions as 
allocations in proportion to any amounts de- 
scribed in subsection (2); or 


(d) [Repealed under former Act] 


(e) any amount that may otherwise be deductible 
under paragraph 20(1)(p) in respect of debts ow- 
ing to it by any of its member institutions that has 
not been included in computing its income for the 
year or a preceding taxation year. 


Related Provisions: 20(1)(p) — Bad debts; 137.1(2) — Amounts 
not included in income. 


Pre-RSC History: Para. 137.1(4)(d) repealed by 1988, c. 55, sub- 
sec. 124(3), applicable to taxation years commencing after June ‘17, 
1987 that end after 1987. Para. 137.1(4)(d) formerly read: 


(d) any amount that may otherwise be deductible under para- 
graph 20(1)(1) or section 33; or 


Para. 137.1(4)(e) amended by 1985, c. 45, subsec. 81(2), to add the 
words “that has not been included in computing its income for the 
year or a preceding taxation year”, applicable to 1983 et seq. 


(5) Definitions — In this section, 


“amortized cost [para. 137.1(5)(d)]” — [Repealed 
under former Act] 
Pre-RSC History: Para. 137.1(5)(d) repealed by 1988, c. 55, sub- 


sec. 124(5), applicable to taxation years commencing after June 17, 
1987 that end after 1987. Para. 137.1(5)(d) formerly read: 


(d) “amortized cost” — “amortized cost” to a deposit insur- 
ance corporation of a bond, debenture, mortgage, hypothec, 
note or other similar obligation at a particular time means the 
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amount, if any, by which the aggregate of 
(i) the lesser of 


(A) the cost to the corporation of acquiring the bond, 
debenture, mortgage, hypothec, note or other similar 
obligation, and 


(B) the fair market value thereof at the time it was 
acquired, and 


(ii) any amount in respect of the bond, debenture, mort- 
gage, hypothec, note or other similar obligation that has 
been included by virtue of subparagraph (1)(b)Gi) in 
computing the corporation’s income for any taxation year 
ending before or concurrently with that time, 

exceeds the aggregate of 


(iii) any amount in respect of the bond, debenture, mort- 
gage, hypothec, note or other similar obligation that was 
deductible under paragraph (3)(b) in computing the cor- 
poration’s income for any taxation year ending before or 
concurrently with that time, and 


(iv) the aggregate of all.amounts that, before that time, 
the corporation was entitled to receive as, on account or 
in lieu of payment of, or in satisfaction of, the principal 
amount of the bond, debenture, mortgage, hypothec, note 
or other similar obligation. ; 


“deposit insurance corporation” means 


(a) a corporation. that was incorporated by or 
under a law of Canada or a province respecting 
the establishment of a stabilization fund or board 
if | | 
(i) it. was incorporated primarily 

(A) to provide or administer a stabiliza- 

tion, liquidity or mutual aid fund for credit 

unions, and | 


(B)'to assist in the payment of any losses 
suffered by members of credit unions in 
liquidation, and 


(ii) throughout any taxation year in respect of 
which the expression is being applied, 


(A) it was a Canadian corporation, and 


(B) the cost amount to the corporation of 
its investment property.was at least 50% of 
the cost amount to it.of all its, property 
(other than a debt obligation of, or a share 
of the capital stock of, a member institu- 
tion issued by the member institution at a 
time when it was in financial difficulty), or 


(b) a corporation incorporated by the Canada De- 
posit Insurance Corporation Act; 
Related Provisions: 137.1(5.1)Deeming _ provision, 
137.1(8) — Deemed compliance with Act; 181.1(3)(e) — Large 
Corporations Tax not payable by deposit insurance corporation. 
Pre-RSC History: The definition “deposit insurance corporation y 
was para. 137.1(5)(a). 
Subcl. 137.1(5)(a)()(B)(I) amended by 1987, c. 46, subsec. 
49(2.1), to substitute “debt obligation of, or a share of the capital 
stock of, a member institution issued by the” for “debt obligation 
issued by a”, applicable to 1985 et seq. 
Subcl. 137.1(5)(a)G)(B)AD) substituted by 1980-81-82-83, c. 140, 
subsec. 95(3), applicable to 1981 and subsequent taxation years, to 
add “(other than a debt obligation issued by a member institution at 


S. 137.1(5) mem 


a time when it was in financial difficulty)”. 


“investment property” means 


(a) bonds, debentures, mortgages, notes or other 
similar obligations 


(i) of or guaranteed by the Government of 
Canada, 


(ii) of the government of a province or an 
agent thereof, 

(iii) of a municipality in Canada or a munici- 
pal or public body performing a function of 
government in Canada, 


(iv) of a corporation, commission or associa- 
tion not less than 90% of the shares or capital 
of which is owned by Her Majesty in right of 
a province or by a Canadian municipality, or 
of a subsidiary wholly-owned corporation that 
is subsidiary to such a corporation, commis- 
sion or association, or 


(v) of an educational institution or a hospital if 
repayment of the principal amount thereof and 
payment of the interest thereon is to be made, 
or is guaranteed, assured or otherwise specifi- 
cally provided for or secured by the govern- 
ment of a province, 


(b) any deposits, deposit certificates or guaran- 
teed investment certificates with 
(i) a bank, 
(ii) a corporation licensed or otherwise author- 
ized under the laws of Canada or a province to 


carry on in Canada the business of offering to 
the public its services as trustee, or 


(iii) a credit union or central that is a member 
of the Canadian Payments Association or a 
credit union that is a shareholder or member 
of a central that is a member of the Canadian 
Payments Association, 


(c) any money of the corporation, and 


(d) in relation to a particular deposit insurance 
corporation, debt obligations of, and shares of the 
capital stock of, a subsidiary wholly-owned cor- 
poration of the particular corporation where the 
subsidiary is deemed by subsection (5.1) to be a 
deposit insurance corporation; 
Pre-RSC History: The definition “investment property” was para. 
137.1(5)(c). 
Cl. 137.1(5)(c)Gii)(A) substituted by 1992, c. 1, Sch. V, s. 19, appli- 
cable from February 28, 1992. That cl. formerly read: 
(A) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, 
Cl. 137.1(5)(c)(ii)(C) added by 1988, c. 55, subsec. 124(4), applica- 
ble to 1988 ef seq. 


Subpara. 137.1(5)(c)(Gv) added by 1987, c. 46, subsec. 49(3), appli- 
cable to 1985 et seq. 


‘member institution’, in relation to a particular de- 
posit insurance corporation, means 


(a) a corporation whose. liabilities in respect of 
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deposits are insured by, or 


(b) a credit union that is’ qualified for assistance 
from 


that deposit insurance corporation. 


Related Provisions: 142.2(1)‘financial institution” (c)(iv) — De- 
posit insurance corporation not subject to mark-to-market rules. 


Pre-RSC History: The definition “member institution” was para. 
137.1(5)(b). 


(5.1) Deeming provision — For the purposes of 
this section, other than subsection (2), paragraph 
(3)(d), subparagraph (3)(e)(i), subsection (9) and 
paragraph (11)(a), a subsidiary wholly-owned corpo- 
ration of a particular corporation described in the 
definition “deposit insurance corporation” in subsec- 
tion (5) shall be deemed to be a deposit insurance 
corporation, and any member institution of the par- 
ticular corporation shall be deemed to be a member 
institution of the subsidiary, where all or substan- 
tially all of the property of the subsidiary has at all 
times since the subsidiary was incorporated con- 
sisted of 


(a) investment property; 


(b) shares of the capital stock of a member insti- 
tution of the particular corporation obtained by 
the subsidiary at a time when the member institu- 
tion was in financial difficulty; 


(c) debt obligations issued by a member institu- 
tion of the particular corporation at a time when 
the member institution was in financial difficulty; 


(d) property acquired from a member institution 
of the particular corporation at a time when the 
member institution was in financial difficulty; or 


(e) any combination of property described in 
paragraphs (a) to (d). 

History: The opening words of subsec. 137.1(5.1) substituted by 

1994, c. 21, s. 65, applicable to 1992 et seq. The opening words 

formerly read: 
(5.1) Deeming provision — For the purposes of this section, 
other than subsection (2), paragraph (3)(d), subparagraph 
(3)(e)G) and subsections (9) and (11), a subsidiary wholly- 
owned corporation of a particular corporation described in the 
definition “deposit insurance corporation” in subsection (5) 
shall be deemed to be a deposit insurance corporation, and 
any member institution of the particular corporation shall be 
deemed to be a member institution of the subsidiary, where 
all or substantially all of the property of the subsidiary has at 
all times since the subsidiary was incorporated consisted of 


Pre-RSC History: Subsec. 137.1(5.1) added by 1987, c. 46, sub- 
sec. 49(4), applicable to 1985 et seq. 


(6) Deemed not to be a private corporation — 
Notwithstanding any other provision of this Act, a 
deposit insurance corporation that would, but for this 
subsection, be a private corporation shall be deemed 
not to be a private corporation. 


(7) Deposit insurance corporation deemed 
not a credit union — Notwithstanding any other 
provision of this Act, a deposit insurance corporation 
that would, but for this subsection, be a credit union 
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shall be deemed not to be a credit union. 
Related Provisions: 137 — Credit unions. 


(8) Deemed compliance — For the purposes of 
subsection (5), a corporation shall be deemed to have 
complied with clause (a)(ii)(B) of the definition “de- 
posit insurance corporation” in subsection (5) 
throughout the 1975 taxation year if it complied with 
that clause on the last day of that taxation year. 


(9) Special tax rate — The tax payable under this 
Part by a corporation for a taxation year throughout 
which it was a deposit insurance corporation (other 
than a corporation incorporated under the Canada 
Deposit Insurance Corporation Act) is an amount 
equal to 22% of its taxable income for the year. 


Related Provisions: 220(4.3), (4.4) — Security furnished by 
member institution of a deposit insurance corporation. 


Pre-RSC History: Subsec. 137.1(9) amended by 1988, c. 55, 
subsec. 124(6), to substitute “a taxation year throughout which” for 
“a taxation year when” and “22%” for “25%”, applicable to taxation 
years ending after June 1988, except that in its application to a taxa- 
tion year of a corporation commencing before July 1988 and ending 
after June 1988 there shall be added to the amount determined under 
subsec. 137.1(9) in respect of the corporation for the year an amount 
equal to that proportion of 3% of its taxable income for the year that 
the number of days in the year that are before July 1988 is of the 
number of days in the year. 


(10) Amounts paid by a deposit insurance 
corporation — Where in a taxation year a taxpayer 
is a member institution, there shall be included in 
computing its income for the year the total of all 
amounts each of which is 


(a) an amount received by the taxpayer in the 
year from a deposit insurance corporation that is 
an amount described in any of paragraphs (4)(a) 
to (c), to the extent that the taxpayer has not re- 
paid the amount to the deposit insurance corpora- 
tion in the year, 


(b) an amount received from a deposit insurance 
corporation in the year by a depositor or member 
of the taxpayer as, on account of, in lieu of pay- 
ment of, or in satisfaction of, deposits with, or 
share capital of, the taxpayer, to the extent that 
the taxpayer has not repaid the amount to the de- 
posit insurance corporation in the year, or 


(c) the amount by which 


(1) the principal amount of any obligation of 
the taxpayer to pay an amount to a deposit in- 
surance corporation that is settled or extin- 
guished in the year without any payment by 
the taxpayer or by the payment by the tax- 
payer of an amount less than the principal 
amount 


exceeds 


(i) the amount, if any, paid by the taxpayer on 
the settlement or extinguishment of the 
obligation 


to the extent that the excess is not otherwise re- 
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_ quired to be includedin computing the taxpayer's 
income for the year, or a, preceding taxation year. 
Related Provisions: 80(1)“forgiven amount” — Debt. forgive- 
ness; 137.1(10.1) — Principal amount of an, obligation to pay inter- 
est. 137,1(12) — Repayment éxcluded, 220(4.3), (4.4) — Security 
furnished’ by’ a’ mémber’ institution’ of a ‘deposit’ insurance 
corporation: & ab rer] SS t OY DLT Bie yifie 


(10.1) Principal amount of an obligation to 
pay interest — For the purposes of paragraph 
(10)(c), an’ amount’ of interest payable by a member 
institution toa deposit’ insurance corporation on’ an 
obligation shall be deemed“to have a principal 
amount equal to that ‘amount. « G3 fie" 
Related Provisions: /137.1(11) —“Déduction for’ payments by 
member institution. heen eo 
Pre-RSC History: Subsec. 137.1(10) substituted/and (10/1) added, 
by.1987,;c.. 46, ,subsec. 49(5), applicable. to, 1983. et,seg., Subsec. 
137.1(10) formerly read: , , Fi at: : 
(10) Amounts, paid. by, deposit insurance corporation — 
For the purposes of this Act, where a taxpayer is a member 
institution, acne ; 
"(ay any amount received by it in a taxation year from a 
deposit insurance ‘corporation of which it is a member 
; that is an amount described in any of paragraphs (4)(a) to 
(b) any amount.received from, a deposit insurance corpo- 
ration in a taxation year by a depositor of the.taxpayer or 
a. member of the taxpayer as, on account or in lieu of pay-_ 


ment Of, or in satisfaction of, deposits with, or share capi- — 


“tal of, the taxpayer or , 
(c) if at any time in a taxation year any debt or other obli- 
> gation of the taxpayer) to payan amount to| the: deposit 
«insurance corporation, is settled or extinguished without, , 
-. any payment. by the taxpayer or by the payment of an 
~_amount.less than the. principal amount of the debt or obli- 
gation, as the case may be, the amount by which the prin- 
cipal amount exceeds the amount, if any, so’ paid, 
sHallbe inclided in Computing the taxpayer’s income for that 
year. 7 fi2 ti 


(11) Deduction by. member institutions — 
There may be deducted in computing the income for 
a taxation year of a taxpayer that is a member institu- 
tion ’suchcof the following amounts as are applicable: 
~ ~“(a) any ainount paid or payable by the taxpayer in 
‘the year that is described in subsection (2) to the 
“extent that it was not deducted in computing the 
taxpayer’s income for a preceding taxation year; 
and . : 
(b) any amount repaid by the taxpayer in, the year 


to a deposit insurance corporation on account of. 
‘an amount, described in. paragraph (10)(a) or. (b), 


that .was received in,a.preceding, taxation year,to 


the extent that it was not, by,reason of subsection, 


(12);'excluded from the taxpayer’s income for the 
preceding ‘year.'” 
Pre-RSC History: Subsec. 137.1(11) substituted by 1988, c. 5); 


subsec. 124(7), applicable to'1983 ef seq. Subsec. 137.1(11) for- 
merly read: 
(1) Deductions for payments by member institution — 
For the purposes of this Act; where a taxpayer is a member 
institution, any amount paid, or payable by, the taxpayer dur- 


— 248(1); “investment property” 
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_.ing, the. year, that is described in subsection (2) may be de- 
ducted in computing the taxpayer’ s income for that year. 


(12) Repayment excluded — Where 


(a) a member institution has in‘a taxation year re- 
paid an amount to'a deposit insurance corporation 
“on account of an amount that was included by 
“virtue of paragraph (10)(a) or'(b) in computing its 
income for a preceding taxation year, 
(b)the: member institution has filed its return of 
income required by section 150 for the preceding 
year, and Gi03 SiO 

~(c) on or before the day on or before which the 
member institution is required by section 150 to 
file a return of income for the taxation year, it has 
/filed°an amended ‘return for the’ preceding year 
excluding from its income for that year ‘the 
amount repaid, 9G Jd90 | 


| the amount repaid shall be excluded from the amount 


otherwise included by virtue of paragraph (10)(a) or 
(b) in computing the member institution’s income 


for the preceding year and the Minister shall make 


such reassessment of ‘the tax, interest and penalties 


_ payable by the member institution for preceding tax- 


ation ‘years as’ is necessary to give effect to the 
exclusion. « ~ AB BILO ; a 

Pre-RSC History: Subsec. 137:1(12) added by 1987, c. 46, sub- 
sec; 49(6), applicable to 1983 et seq., except:that the amount repaid 
referred to in the subsection may be excluded from income where 
the amended return referred to in paragraph (c) thereof is filed at 
any time’ on or before the later of 


(a) the day on or before which it would be required by the said. 
“paragraph to be filed, and . a0) 


(b) the day that is 90 days after December 17, 1987. 


Pre-RSC History [s. 137.1]: S. 137.1 added_by 1974-75-76, c. 
26, s. 93, subsecs. 137.1(10), (11) are applicable to 1972 et seq., the 
rest applicable to. 1975 :et seq. [For details contained in c. 26, s. 94, 
see s. 137.2.] 


Definitions [s. 137.1]: “amount” — 248(1); “Canadian. corpora- 
tion” — 89(1), 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “credit union” — 137(6), 137.1(7), 248(1); “deposit insur- 
ance corporation” — 137.1(5), (5.1); “insurance corporation” — 
137.1(5); “member institution’? — 
13 yak (Bs “Minister” — 248(1);, “private corporation” — 89(1), 
248(1); “property”, “share”, “shareholder”, “subsidiary wholly- 


owned corporation” — 248(1); “tax payable” —248(2); “taxable 
| income” — 2(2), 248(1); “taxation year” 2) QAO" Staxpayer’ — 
| 248(1). . 


Interpretation Bulletins [s. 137.1]: IT-483: Credit unions: 


137.2 Computation of income for 1975 and 


subsequent years — For the purpose of comput- 


ing the income of a deposit insurance corporation for 

the 1975 and subsequent taxation years, 
(a) property of the corporation that is a bond, de- 
benture, mortgage, note or other similar obliga- 
tion owned by. it at the commencement of the cor- 
poration’s 1975. taxation year shall be valued. at 
its cost to. the, corporation less, the total of. all 
amounts that, before. that. time, the corporation 
was entitled to receive as, on account or in lieu of 
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payment of, or in satisfaction of, the principal 
amount of the bond, debenture, mortgage, note or 
other similar obligation, 


(i) plus a reasonable amount in respect of the 
amortization of the amount by which the prin- 
cipal amount of the property at the time it was 
acquired by the corporation exceeded its ac- 
tual cost to the corporation, or 


(ii) minus a reasonable amount in respect of 
the amortization of the amount by which its 
actual cost to the corporation exceeded the 
principal amount of the property at the time it 
was acquired by the corporation; 


(b) property of the corporation that is a debt ow- 
ing to the corporation (other than property de- 
scribed in paragraph (a) or a debt that became a 
bad debt before its 1975 taxation year) acquired 
by it before the commencement of its 1975 taxa- 
tion year shall be valued at any time at the 
amount thereof outstanding at that time; 


(c) property of the corporation (other than prop- 
erty in respect of which any amount for the year 
has been included under paragraph (a)) that was 
acquired, by foreclosure or otherwise, after de- 
fault made under a mortgage shall be valued at its 
cost amount to the corporation; and 


(d) any other property shall be valued at its cost 
amount to the corporation. 


Origin of s. 137.2: R.S.C. 1985, c. 1 (5th Supp.) (formerly an 
application rule contained in 1974-75-76, c. 26, s. 94). 


Definitions: “amount”, “cost amount” — 248(1); “deposit insur- 
ance corporation” — 137.1(5), (5.1) [does not explicitly apply to 
137.2]; “income” — 3; “principal amount”, “property” — 248(1); 
“taxation year” — 249. 


Insurance Corporations 


138. (1) Insurance corporations — It is hereby 
declared that a corporation, whether or not it is a mu- 
tual corporation, that has, in a taxation year, been a 
party to insurance contracts or other arrangements or 
relationships of a particular class whereby it can rea- 
sonably be regarded as undertaking 


(a) to insure other persons against loss, damage 
or expense of any kind, or 


(b) to pay insurance moneys to other persons 
(i) on the death of any person, 


(ii) on the happening of an event or contin- 
gency dependent on human life, 


(iii) for a term dependent on human life, or 
(iv) at a fixed or determinable future time, 


whether or not such persons are members or share- 
holders of the corporation, shall, regardless of the 
form or legal effect of those contracts, arrangements 
or relationships, be deemed, for the purposes of this 
Act, to have been carrying on an insurance business 
of that class in the year for profit, and in any such 
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case, for the purpose of computing the income of the 
corporation, the following rules apply: 


(c) every amount received by the corporation 
under, in consideration of, in respect of or on ac- 
count of such a contract, arrangement or relation- 
ship shall be deemed to have been received by it 
in the course of that business, 


(d) the income shall, except as otherwise pro- 
vided in this section, be computed in accordance 
with the rules applicable in computing income for 
the purposes of this Part, 


(e) all income from property vested in the corpo- 
ration shall be deemed to be income of the corpo- 
ration, and 


(f) all taxable capital gains and allowable capital 
losses from dispositions of property vested in the 
corporation shall be deemed to be taxable capital 
gains or allowable capital losses, as the case may 
be, of the corporation. 
Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 138(6) — Deductions for dividends from taxable corpo- 
rations; 138(9) — Computation of income; 142 — Taxable capital 
gains where insurer carries on business in Canada and outside Can- 
ada; 148(1) — Amount included in life insurance policyholder’s in- 
come; 149(1)(m), (t) — Exemptions — insurers; 190.1 — Financial 
institutions capital tax. 


Pre-RSC History: All that portion of subsec. 138(1) following 
para. (b) substituted by 1973-74, c. 14, subsec. 47(1), applicable to 
1972 et seq. 


(2) Insurer’s income or loss — Notwithstanding 
any other provision of this Act, where a life insurer 
resident in Canada carries on an insurance business 
in Canada and in a country other than Canada in a 
taxation year 


(a) its income or loss for the year from carrying 
on an insurance business is the amount of its in- 
come or loss for the year, computed in accor- 
dance with this Act, from the business in Canada; 
and 


(b) no amount shall be included in computing its 
income for the year in respect of its taxable capi- 
tal gains and allowable capital losses from dispo- 
sitions of property (other than property disposed 
of in a taxation year in which it was designated 
insurance property) of the insurer used or held by 
it in the course of carrying on an insurance 
business. | 
Related Provisions: 20(7)(c)—No deduction for certain 
reserves; 20(26) — Deduction for unpaid claims reserve adjust- 
ment; 138(1) — Insurance corporations; 138(6) — Deduction for 
dividends; 138(9) — Computation of income; 140(1), (2) — Deduc- 
tions and inclusions in income of insurer; 142 — Application of rule 
in 138(2)(b) before 1996; 211.1 — Tax on investment income of 
life insurer. 


History: Subsec. 138(2) amended by 1997, c. 25, subsec. 39(1), 
applicable to 1997 et seg. Subsec. (2) formerly read: 


(2) Notwithstanding any other provision of this Act, where a 
life insurer is resident in Canada, 


(a) its income for a taxation year from carrying on an in- 
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surance business is the amount of its income for the year 
from carrying on that insurance business in Canada; and 


(b) its loss sustained.in a taxation year in carrying, on an 
insurance business is the amount of its loss, if any, sus- 
tained in the year in carrying on that insurance business 
in Canada, computed by applying, with such modifica- 
tions-as the circumstances require, the provisions of this 
Act respecting the computation of income from an insur- 
ance business of the class carried on. by it. 


That portion of subsec.’ 138(2) preceding ‘para. (a) substituted by 
1994, c. 7, Sch. II (1991, ¢.'49), subsec. 114(1), applicable to 1990 
et seg. That portion formerly. read: 


(2) Notwithstanding any other provision of this Act, in the 
case of an insurer, other-than a resident of Canada that does 
not carry on a life insurance business, 


(3) Deductions allowed in computing in- 


come — In computing a life insurer’s income for a 
taxation year from carrying on its life insurance busi- 
ness in Canada, there may be deducted 


(a) such of the following amounts as are applica- 
ble: . e. 
(i) any amount that the insurer claims as a pol- 
icy reserve for the year in respect of its life 
insurance policies, not exceeding the total of 
amounts that the insurer is allowed by regula- 
tion to deduct in respect of the policies, 


(ii) any amount that the insurer claims.as a re- 
serve in.respect of claims that were received 
by the insurer before the end of the year under 
its life insurance. policies and that are unpaid 
at the end of the year, not exceeding, the total 
of amounts that the insurer is allowed by regu- 
lation to deduct in respect of the. policies, 


(ii.1) the amount included under) ‘paragraph 
(4)(b) in computing ‘the insurer's income for 
the taxation year preceding the year, © 
(iii) an amount equal to the. lesser of 


(A) the amount, if any, by which the total 
of policy. dividends. (except,the portion 
thereof paid out of segregated funds) that 
became payable by the insurer after’ its 
1968 taxation year and before the end of 
thé year under its participating life insur- 
ance policies exceeds the total of amounts 

deductible under, this subparagraph in 
computing its incomes for taxation years 
before. the year, and 


(B) the amount, if any, by: which the total. 


of all amounts, each of which is the in- 
-surer’s income, determined in accordance 
with prescribed rules, for the year or a pre- 
ceding taxation year ending after 1968 
from its participating life insurance busi- 
ness carried on in Canada exceeds the total 
of all amounts each of which is an amount 
deductible under this subparagraph or sub- 
paragraph (iv) in computing its. incomes 
for taxation years ending before the, year, 
(iv) an amount .as a reserve, for policy divi- 
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dends that will’become:payable»by the insurer 
in the immediately following taxation year 
equal to the least of © 


(A). that portion of policy dividends that 
has accrued in the:year or a preceding tax- 
- ation year to or for the benefit ‘of partici- 
‘pating lifé insurance policyholders of the 
insurer, to the extent that an amount in re- 
spect thereof has not been included, either 
explicitly or implicitly, .in the calculation 
of the:amount deductible by the insurer for 
the year under subparagraph (i) and, for 
the purpose of this clause, a policy divi- 
dend in respect of a life insurance policy 
shall be deemed to accrue-in equal daily 
amounts between anniversary dates of the 
policy, | | 
(B) 110% of the amount paid or uncondi- 
tionally credited in the taxation year imme- 
diately following the year in respect of the 
portion referred to in clause (A) of policy 
dividends that. has. accrued in. the year-or a 
preceding taxation year, and, 


(C) the amount, if any, by which the 
amount described ‘in’ clause (iii)(B) for the 
year exceeds the amount described in 
clause (iti)(A) for the-year, and 


(v) each amount (other than an amount 
credited under a participating life insurance 
policy) that would be deductible under section 
140°in coinputing the insurer’s income for the 
year if the reference in that section to “an in- 
surance business other than a life insurance 
business” were read as a reference to “a life 
insurance business in Canada”; 


(b) [Repealed] 
(c) [Repealed under former Act] 
(d) [Repealed] 


(e) the total of amounts eachof which is a policy 
loan made by the insurer in. the year and» after 
1979; 


(f) where the taxation year is the first taxation 
year of the insurer ending after November 12, 
1981, the total of all amounts each of which is the 
amount, if any, in respect of interest on a policy 
loan that was included in computing the insurer’s 
income for a taxation year ending before Novem- 
beralay 208th 6 ee oe eh 


(i) to the extent that the interest had accrued to 
it before the commencement of its 1969 taxa- 
tion year, or» 


(ii) to the extent that the interest had been in- 
cluded in computing its income for a preced- 
ing taxation year; and 
(g) the amount of tax under Part XII.3 payable by 
the insurer in respect of its taxable Canadian life 


»investment income for the. year. 


S. 138(3) 


Related Provisions [subsec. 138(3)]: 4(1) — Income or loss 
from a source; 18(1)(e.1) —No deduction for unpaid claims; 
20(1)(1) — Deductions — reserve for doubtful debts; 207 )(c) — 
No deduction for certain reserves; 20(26) — Deduction for unpaid 
claims reserve adjustment; 39.1(1)“exempt capital gains bal- 
ance”C(c), 39.1(6) — Reduction in gain to reflect capital gains ex- 
emption election; 138(3.1) — Excess policy dividend deduction 
deemed deductible; 138(4) — Amounts included in computing in- 
come; 138(4.01) — Life insurance policy includes group life benefit 
or annuity contract; 138(5.2) — No deduction for superficial loss; 
138(9) — Computation of income; 138(1 1.91)(d.1) — Computation 
of income for non-resident insurer; 138(12) — “Maximum tax actu- 
arial reserve”; 140 — Adjustments to income of insurance corpora- 
tion; 148(1) — Amounts included in computing policyholder’s in- 
come; 148(2) — Policy dividends deemed to be proceeds of 
disposition; 149(10)(a.1) — Exempt corporations. 


History: Subparas. 138(3)(a)(i) and (ii) amended, subpara. (ii.1) 
added, by 1997, c. 25, subsec. 39(2), applicable to 1996 et seq. Sub- 
paras. (a)(i) and (ii) formerly read: 


(i) such amount in respect of a policy reserve for the year for 
life insurance policies of a particular class as is allowed by 
regulation, 


(ii) such amount as is allowed by regulation as a reserve in 
respect of claims that were received by the insurer before the 
end of the year under life insurance policies and that are un- 
paid at the end of the year, 


Para. 138(3)(b) repealed by 1995, c. 21, subsec. 57(1), applicable to 
taxation years that begin after February 22, 1994. For taxation years 
that include February 22, 1994, para. (b) shall be read as follows: 


(b) the total of losses sustained in the year by the insurer in 
respect of Canada securities owned by it that were disposed 
of by it in the year and before February 23, 1994; 


Para. (b) formerly read: 


(b) the total of losses sustained in the year by the insurer in 
respect of Canada securities owned by it that were disposed 
of by it in the year; 


Para. 138(3)(d) repealed by 1995, c. 21, subsec. 57(2), applicable to 
taxation years that end after February 22, 1994. Para. (d) formerly 
read: 


(d) the total of each such portion of each amount, if any, by 
which the cost to the insurer of acquiring a Canada security 
owned by it at the end of the year exceeds the principal 
amount of the security at the time it was so acquired as was 
deducted by the insurer in computing its profit for the year; 


Pre-RSC History: Subpara. 138(3)(a)(ii) added and subpara. 
138(3)(a)(iv) substituted by 1988, c. 55, subsecs. 125(1), (2), appli- 
cable to taxation years commencing after June 17, 1987 that end 
after 1987. Subpara. (a)(iv) formerly read: 


(iv) an amount as a reserve for policy dividends equal to the 
least of 


(A) the amount of policy dividends that will, according to 
the financial statements of the insurer as of the end of the 
year, become payable by the insurer in the immediately 
following year under its participating life insurance 
policies, 


(B) 110% of the aggregate of policy dividends that be- 
come payable by the insurer in the immediately follow- 
ing year under its participating life insurance policies, 
and 

(C) the amount, if any, by which the amount for the year 


described in clause (iii)(B) exceeds the amount for the 
year described in clause (iii)(A), and 


Para. 138(3)(c) repealed by 1988, c. 55, subsec. 125(3), applicable 
to taxation years commencing after June 17, 1987 that end after 
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1987. Para. (c) formerly read: 


(c) such amount as the insurer may claim for the year in re- 
spect of an investment reserve, not exceeding the lesser of 


(1) the aggregate of 
(A) 1'2% of the lesser of 


(I) the aggregate of the amortized cost to it at the 
end of the year of each Canada security owned 
by it at that time (other than a bond or debenture 
that matures within 1 year after that time) and 
each amount due and unpaid at that time as or on 
account of interest payable thereunder to the in- 
surer, and 


(II) $2,000,000,000, and 


(B) 1% of the amount, if any, by which the aggregate 
referred to in subclause (A)(I) exceeds the amount 
referred to in subclause (A)(II), and 


(ii) the aggregate of 3 of the amount determined under 
subparagraph (i) and the amount, if any, by which the 
amount deducted by the insurer under this paragraph in 
computing its income for the immediately preceding tax- 
ation year exceeds the amount, if any, by which 


(A) the amount deductible under paragraph (b) in 
computing its income for the year, 


exceeds 


(B) the amount required by paragraph (4)(b) to be in- 
cluded in computing its income for the year; 


Para. 138(3)(g) added by 1988, c. 55, subsec. 125(4), applicable to 
taxation years commencing after June 17, 1987 that end after 1987. 


Cl. 138(3)(a)(iii)(B) substituted by 1980-81-82-83, c. 140, subsec. 
96(1), applicable to 1981 et seq. Cl. (a)(iii)(B) formerly read: 


(B) the amount, computed in accordance with prescribed 
rules, of the insurer’s income for the year from its paiticipat- 
ing life insurance business carried on in Canada, 


Para. 138(3)(f) added by 1980-81-82-83, c. 140, subsec. 96(2). 


Subparas. 138(3)(a)(ii), (vi), (vii) repealed by 1977-78, c. 1, sub- 
secs. 68(1), (2), applicable to 1978 et seq. Subparas. (a)(ii), (vi) and 
(vii) formerly read: 


(ii) such amount in respect of an additional reserve for the 
year for life insurance policies that are group term insurance 
policies as is allowed by regulation, 


(vi) each amount allocated in the year by the insurer to a poli- 
cyholder, to the extent that it is required by subparagraph 
148(1)(b)() to be included in computing the income of the 
policyholder or would be so required to be included therein 
but for the exception contained in that paragraph with respect 
to a registered retirement savings plan or a registered pension 
fund or plan, and 


(vii) the amount of tax under Part XII payable by the insurer 
in respect of its taxable Canadian life investment income for 
the year computed in accordance with that Part; 
Para. 138(3)(e) added by 1977-78, c. 1, subsec. 68(3), applicable to 
1978 et seq. 
Subpara. 138(3)(c)(i) substituted by 1974-75-76, c. 26, subsec. 
95(1), applicable to 1974 et seq. Subpara. (c)(i) formerly read: 
(1) 1'2% of the aggregate of the amortized cost to it at the end 
of the year of each Canada security owned by it at that time 
(other than a bond or debenture that matures within 1 year 
after that time) and each amount due and unpaid at that time 
as or On account of interest payable thereunder to the insurer, 
and 
Subpara. 138(3)(a)(vi) substituted by 1973-74, c. 14, subsec. 47(2), 
applicable to 1972 et seg. 


Para. 138(3)(d) substituted by 1973-74, c. 14, subsec. 47(3), appli- 
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cable to 1969 et seq. 


Regulations: 1102(1)G) (no CCA on property used in life insur- 
ance business outside Canada); 1401, 1404(1), 1405, 1406 (deduc- 
tions allowed by regulation); 2402 (amounts to, be included. in 
income). | 


(3.1) Excess. policy dividend deduction 
deemed. deductible — For the purposes of clause 
(3)(a)(ui)(A), | 
(a) an insurer’s 1975-76 excess policy dividend 
deduction’ shall be deemed to be an amount that 
was deductible under subparagraph (3)(a)(iii) in 
computing its incomes for taxation years before 
its 1977 taxation year; and 


(b) the amount prescribed to be an insurer’s FOTy 
excess policy dividend deduction shall be deemed 
“to bean amount that was deductible under sub- 

paragraph (3)(a)(iii) in computing its incomes for 
‘taxation years before its 1978 taxation year. 
Pre-RSC History: Subsec, 138(3.1) added by 1977-78, c. 1, sub- 
sec. 68(4), applicable, as to para. 138(3.1)(a), to 1977 et seq., and, 
as to para. 138(3.1)(b), to 1978 et seg. ue 
Regulations: 2407 ‘(insurer’s 1977 excess policy dividend 
deduction). ear 


(4) Amounts included. in. computing in- 
come — In computing a life insurer’s income for a 
taxation year from carrying on its life insurance busi- 
ness in Canada, there shall be included 


(a) each amount deducted under subparagraph 
(3)(a)G), (ii) or Gv) in computing the insurer’s in- 
come for the preceding taxation year; 


(b) the amount prescribed in respect of the insurer 
for the year in respect of its life insurance poli- 
cies; and | 


(c) the total of all amounts received by the insurer 
in the year in respect of the repayment of policy 
loans or in respect of interest on policy loans. 


Related Provisions: 138(1) — Insurance corporations; 138(3) — 

Deductions allowed in computing income; 138(4.01) — Life insur- 

ance policy’ includes group life benefit or annuity contract; 

138(4.1)-(4.4) — Amounts included. in computing income; 

138(9) — Computation of income; 138(11.5)G.1) — Transfer of 

business by non-resident insurer; 138(11.91)(d) — Computation of 
income of non-resident: insurer. 


History: Subsec. 138(4) amended by 1997, c. 25, subsec. 39(3), 
applicable: to 1996 et seg. Subsec. (4) formerly read: 


(4) In computing’.a life insurer’s income for'a taxation year 
from carrying on its life insurance business in Canada, there 
shall be included 


(a) each amount deducted by the insurer under subpara- 
graph (3)(a)(i), Gi),or (iy) in computing its income for the 
immediately preceding taxation year; and 


(b), (c) [Repealed] | 


(d) the total of amounts each of which is an amount re- 
ceived by the insurer in the year in respect of the repay- 
ment of a policy loan or in respect of interest on a policy 
loan. 


Para. 138(4)(b)’repealed by 1995, c. 21, subsec. 57(3), applicable to 
taxation years that begin after February 22, 1994. For taxation years 


S.'138(4.1)(a)Gi)(B)(D) 


that include February 22, 1994, para. (b) shall be read as follows: 


(b) the total of profits or gains made in the year by the insurer 
in respect of Canada securities owned by it that were dis- 
posed of by it in the year and before February 23, 1994; and 


Para. (b) formerly read: 


(b) the total of profits or gains made in the year by the insurer 
in respect of Canada securities owned by it that were dis- 
posed of by it in the year; 


Para. 138(4)(c) repealed by 1995, c. 21, subsec. 57(4), applicable to 
taxation years that end after February 22, 1994. Para. (c) formerly 
read: ah 


(c) the total of each such portion of each amount, if any, by 
which the principal amount, at the time it was acquired by the 
insurer, of a Canada security owned by it at the end of the 
year exceeds the cost to the insurer of so aequiring it as was 
included by the insurer in computing its profit for the year; 
and i 

Pre-RSC History: Para. 138(4)(a) amended by 1988, c. 55, sub- 
sec: 125(5), to substitute “under subparagraph (3)(a)(@i), Gi) or (iv)” 
for “under subparagraph (3)(a)(i) or (iv) or under paragraph (3)(c)”, 
applicable to taxation years commencing after June 17, 1987 that 
end after 1987, except that in its application to the first such taxa- 
tion year, para. 138(4)(a) shall be read as follows: 


(a) the amount, if any, by which the aggregate of all amounts 
each of which is an amount deducted by the insurer under 
subparagraph (3)(a)(i), Gi) or (iv) or paragraph (3)(c) in com- 
puting its income for the immediately preceding taxation year 
exceeds the prescribed amount of the insurer’s 1968 reserve 
adjustment; 


Paras. 138(4)(a) substituted, (4)(d) added by 1977-78, c. 1, subsecs. 
68(5), (6), applicable to 1978 et seq., to delete reference to subpara. 
(3)(a)Gi) in para. 138(4)(a). 

Para. 138(4)(c) substituted by 1973-74, c. 14, subsec. 47(4), appli- 
cable to 1969 ef seg. 


Regulations: 1404(2) (amount prescribed for 138(4)(b)); 8103 
(prescribed amount). 


(4.01) Life insurance policy — For the purposes 
of subsections (3) and (4), a life insurance policy in- 
cludes a benefit under a group life insurance policy 
or a group annuity contract. 

Related Provisions: Reg. 1408(1)“life insurance policy in Can- 
ada” — Same definition for purposes of policy reserve regulations. 


History: Subsec. 138(4.01) added by 1997, c. 25, subsec. 39(3), 
applicable to 1996 et seq. 


(4.1) Idem — For the purposes of paragraph (4)(a), 
an insurer shall be deemed to have deducted in com- 
puting its income for its 1976 taxation year, 
(a) under subparagraph (3)(a)(i), the total of 
(i) the amount deducted under that subpara- 
graph in computing its income from its life in- 
surance business in Canada for its 1976 taxa- 
tion year, and 
(ii) the lesser of 
(A) the amount, if any, of its 1975-76 ex- 
cess policy reserves, and 
(B) the amount, if any, by which its 1975 
branch accounting election deficiency ex- 
ceeds the total of 
(I) the amount determined under sub- 
paragraph (d)(ii), 


1241 


S. 138(4.1)(a)(ii)(B)UD Income Tax Act, Part I 


(II) the total of amounts each of which | a life insurer shall be deemed to have deducted the 
is an amount determined under para- | following amounts in computing its income for its 
graph 13(22)(b) with respect to depre- | 1977 taxation year 


ciable property of a prescribed class of 
the insurer, 


(IIIf) the amount determined under sub- 
paragraph (b)(ii), and 

([V) the total of amounts each of which 
is a portion of a non-capital loss that is 
deemed by subsection 111(7.1) to have 
been deductible in computing the in- 
surer’s income for a taxation year end- 
ing before 1977; 

(b) under subparagraph (3)(a)(ii), the total of 
(i) the amount deducted under that subpara- 
graph in computing its income from its life in- 
surance business in Canada for its 1976 taxa- 
tion year, and 
(11) the lesser of 

(A) the amount, if any, of its 1975-76 ex- 
cess additional group term reserves, and 
(B) the amount, if any, by which its 1975 
branch accounting election deficiency ex- 
ceeds the total of 
(1) the amount determined under’ sub- 
paragraph (d)(ii), 
(II) the total of amounts each of which 
is an amount determined under para- 
graph 13(22)(b) with respect to depre- 
ciable property of a prescribed class of 
the insurer, and 
(III) the total described in subclause 
(a)Gi)(B)IV); 

(c) under subparagraph (3)(a)(iv), the total of 
(i) the amount deducted under that subpara- 
graph in computing its income from its life in- 
surance business in Canada for its 1976 taxa- 
tion year, and 
(ii) the amount, if any, of its 1975-76 excess 
policy dividend reserve; and 

(d) under paragraph 138(3)(c) of the Income Tax 

Act, chapter 148 of the Revised Statutes of Can- 

ada, 1952, the total of 
(1) the amount deducted under that. paragraph 
in computing its income from its life insur- 
ance business in Canada for its 1976 taxation 
year, and 
(11) the lesser of 


(A) the amount, if any, of its 1975-76 ex- 
cess investment reserve, and 

(B) the amount, if any, of its. 1975 branch 
accounting election deficiency. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(4.2) Idem — For the purposes of paragraph (4)(a), 
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(a) under subparagraph (3)(a)(i), the amount if 
any, by which the total of 


(i) the insurer’s maximum tax actuarial te- 
serve for its 1977 taxation year, if that reserve 
had been determined on the basis of the rules 
applicable to its 1978 taxation year, 


(ii) where the insurer has deducted the amount 
of any policy loan made by it in the year in 
computing its income from its life insurance 
business in Canada for any taxation year 
before its 1978 taxation year or not included 
interest in respect of any such loan in comput- 
ing its gross investment revenue for any taxa- 
tion year before its 1978 taxation year, the to- 
tal of amounts that were outstanding at the 
end of the insurer’s 1977 taxation year each of 
which is an amount payable to it in respect of 
a policy loan, and 


(iii) that portion of the amount deducted by 
the insurer under subparagraph (3)(a)(i) in 
computing its income for its 1977 taxation 
year that is in respect of segregated fund 
policies Cevid 


exceeds 


(iv) the amount prescribed to be its 1977 car- 
ryforward deduction; 


(b) under subparagraph (3)(a)(iv), the total of 


(i) the amount deducted under that subpara- 
graph in computing its income from its life in- 
surance business in Canada for its 1977 taxa- 
tion year, and 
(ii) the amount, if any, by which 
(A) the amount that would have been de- 
ductible under that subparagraph for its 
1977 taxation year if that subparagraph 
were read without reference to clause 


(3)(a)(iv)(C), 
exceeds 


(B) the amount determined under subpara- 
graph (i) for that taxation year; and 


(c) under paragraph 138(3)(c) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, the total of 


(i) the amount deducted under that paragraph 
in computing its income from its life insur- 
ance business in Canada for its 1977 taxation 


_ year, and 


(ii) the amount, if any, by which, 
(A) where the insurer has made an election 
under subsection (9) in respect of its 1975 
taxation year, the amount that would have 
been deductible under paragraph 138(3)(c) 
of that Act in computing its income for its 
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1977 taxation year if the insurer, had: 
claimed the maximum allowable amount 
in its 1977 taxation year, or 


(B) where the insurer has not made an 
election under subsection (9) in respect of 
its 1975 taxation year, the amount that 
would have been deductible under para- 
graph 138(3)(c) of that Act in computing 
its income for its 1977 taxation year if the 
insurer had claimed the maximum allowa- 
ble amount in each of its taxation years 
ending before 1978 and after 1974 


exceeds 


(C) the amount determined under subpara- 
graph (4). 
Related Provisions: 111(7.2) — Non-capital loss of life insurer. 
Pre-RSC History: All that portion of para. 138(4.2)(a) following 


-subpara. (ii) substituted by 1979, c. 5, subsec. 44(1), applicable to 
1978 et seg, That portion formerly read: 


exceeds 
(iii) the amount prescribed to be its 1977 carryforward 
deduction; 


Subsecs. 138(4.1), (4.2) added by 1977-78,,c. 1, subsec. 68(7), ap- 
plicable, as to subsec. 138(4.1), to 1977 et seqg., and, as to subsec. 
—138(4.2), to 1978 et seq. 

Regulations: 2408 (1977 carryforward deduction). 


|.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(4.3) Idem — For the purposes of paragraph (4)(a), 
in computing a life insurer’s income from carrying 
on its life insurance business in Canada for its first 
taxation year ending after 1984, the amount, if any, 
~ by which 

(a) the total of all amounts each of which is an 
amount deducted by the insurer in computing its 
income for a taxation year ending after 1968 and 
before 1985 in respect of a claim under a life in- 
surance policy that was likely to arise after the 
end of the particular taxation year in respect of a 
death that occurred in the particular taxation year 


exceeds 


(b) the total of all amounts each of which is an 
amount paid by the insurer or included in com- 
puting its income before the commencement of 
its first taxation year ending after 1984 in respect 
of amounts described in paragraph (a) 


shall be deemed to be an amount that was deducted 
by the insurer under subparagraph (3)(a)(@) in com- 
puting its income from that business for its last taxa- 
tion year ending before 1985. 


Pre-RSC History: Subsec, 138(4.3) added by 1986, c, 6, s. 79, 
applicable to 1985 ef seq. 


(4.4) Idem — Where, for a period of time ina taxa- 
tion year, a life insurer 
(a) owned land (other than land referred to in par- 
agraph (c) or (d)) or an interest therein that was 
not held primarily for the purpose of gaining or 


S. 138(4.5)(d) 


producing income from the Jand for the period, 


(b) had an interest in a building that was being 
constructed, renovated or altered, 


‘(c) owned land subjacent to the building referred 
to in paragraph (b) or an interest therein, or 


(d) owned land immediately contiguous to, the 
land referred to in paragraph (c) or an interest 
therein that was used or was intended to be used 
for a parking area, driveway, yard, garden ‘or 
other use necessary for the use or intended use of 
the building referred to in paragraph (b), 


there shall be included in computing the insurer’s in- 
come for the year, where the land, building or inter- 
est was designated insurance property of the insurer 
for the year, or property used or held by it in the year 
in the course of carrying.on an insurance business in 
Canada, the total of all amounts each of which is the 
amount prescribed in respect of the insurer’s cost or 
capital cost, as the case may be, of the land, building 
or interest for the period, and the amount prescribed 
shall, at the end of the period, be included in 
computing 

(e) where the land or interest therein is property 

described in paragraph (a), the cost to the insurer 

of the land or the interest therein, and 


(f) where the land, building or interest therein is 
property. described in paragraphs (b) to (d), the 
capital cost to the insurer of the interest in the 
building described:in paragraph (b). 
Related Provisions: 138(4.6)— Meaning of “completed”; 
248(4) — Interest in real property. 


History: The portion of subsec. 138(4.4) between paras. (d) and (e) 
amended by 1997, c. 25, subsec, 39(4), applicable to 1997 et.seq. 
That portion formerly read: 


the life insurer shall, where that land or building was property 
used by it in the year in, or held by it in the year in the course 
of, carrying on an insurance business in Canada, include a 
prescribed amount in computing its income for the year in 
respect of the cost or capital cost, as the case may be, of the 
land, building or interest therein to the insurer for the period, 
and the amount so included shall, at the end of the period, be 
included in computing 


Regulations: 2410 (prescribed amount). 


(4.5) Application — Where a life insurer transfers 
or lends property, directly or indirectly in any man- 
ner whatever, to a person or partnership (in this sub- 
section referred to as the “transferee”) that is affili- 
ated with the insurer or a person or partnership that 
does not deal at arm’s length with the insurer and 


(a) that property, 
(b) property substituted for that property, or 


(c) property the acquisition of which was assisted 
by the transfer or loan of that property 
was property described in paragraph (4.4)(a), (b), (c) 
or (d) of the transferee for a period of time in a taxa- 
tion year of the insurer, the following rules apply: 


(d) subsection (4.4) shall apply to include an 
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amount in the insurer’s income for the year on 
the assumption that the property was owned by 
the insurer for the period, was property described 
in paragraph (4.4)(a), (b), (c) or (d) of the insurer 
and was used or held by it in the year in the 
course of carrying on an insurance business in 
Canada, and 


(e) an amount included in the insurer’s income 
for the year under subsection (4.4) by reason of 
the application of this subsection shall 


(i) where subparagraph (ii) does not apply, be 
added by the insurer in computing the cost to 
it of shares of the capital stock of or an inter- 
est in the transferee at the end of the year, or 


(ii) where the insurer and the transferee have 
jointly elected in prescribed form on or before 
the day that is the earliest of the days on or 


before which any taxpayer making the elec- - 


tion is required to file a return pursuant to sec- 
tion 150 for the taxation year that includes the 
period, be added in computing 


(A) where the property is land or an inter- 
est therein of the transferee described in 
paragraph (4.4)(a), the cost to the trans- 
feree of the land or the interest therein, and 


'(B) where the property is land, a building 
or an interest therein described in 
paragraphs (4.4)(b) to (d), the capital cost 
to the transferee of the interest in the build- 
ing described in paragraph (4.4)(b). 

Related Provisions: 248(4) —Interest in real property; 
248(5) — Substituted property; 251.1 — Affiliated persons. 


History: The opening words of subsec. 138(4.5), and para. (d), 
amended by 1997, c. 25, subsecs. 39(5), (6), applicable to 1997 et 
seq. The opening words and para. (d) formerly read: 


(4.5) Where, after 1987, a life insurer has transferred or lent 
property, directly or indirectly in any manner whatever, to a 
transferee that was a designated corporation of the insurer 
(within the meaning assigned by subsection 2405(3) of the 
Income Tax Regulations) or a person or partnership that does 
not deal at arm’s length with the insurer and 


(d) subsection (4.4) shall apply to the insurer to include an 
amount in the insurer’s income for the year on the assumption 
that the property was.owned by the insurer for the period,. was 
property described in paragraph (4.4)(a), (b), (c) or (d) of the 
insurer and was used by it in the year in, or held by it in the 
year in the course of, carrying on an insurance business in 
Canada, and ; 


(4.6) Completion — For the purposes of subsec- 
tion (4.4), the construction, renovation or alteration 
of a building is completed at the earlier of the day on 
which the construction, renovation or alteration is 
actually completed and the day on which all or sub- 
stantially all of the building is used for the purpose 
for which it was constructed, renovated or altered. 

Pre-RSC History: Subsecs. 138(4.4) to (4.6) added by 1988, c. 


55, subsec. 125(6), applicable to taxation years commencing after 
June 17, 1987 that end after 1987. 
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(5) Deductions not allowed — Notwithstanding 
any other provision of this Act, 


(a) in the case of an insurer, no deduction may be 
made under paragraph 20(1)(1) in computing its 
income for a taxation year from an insurance bus- 
iness in Canada in respect of a premium or other 
consideration for a life insurance policy in Can- 
ada or an interest therein; and 


(b) in the case of a non-resident insurer or a life 
insurer resident in Canada that carries on any of 
its insurance business in a country other than 
Canada, no deduction may be made under para- 
graph 20(1)(c) or (d) in computing its income for 
a taxation year from carrying on an insurance 
business in Canada, except in respect of 


(i) interest on borrowed money used to» ac- 
quire designated insurance property for the 
year in respect of the business, 


(ii) interest on amounts payable for designated 
insurance property for the year in respect of 
the business, 


(iil) interest on deposits received or other 


cots 


amounts held by the insurer that arose in con- 


nection with life insurance policies in Canada 
or with policies insuring Canadian risks, or 


(iv) other interest that does not exceed.a pre- 
scribed amount. 


Related Provisions: 248(4) — Interest in real property. 


History: Para. 138(5)(b) amended by 1997, c. 25, subsec. 39(7), 
applicable to 1997 et seg. Para. (b) formerly read: 


(b) in the case of a non-resident insurer or a life insurer resi- 
dent in Canada that carries on any of its insurance business in 
a country other than Canada, no deduction may be made 
under paragraph 20(1)(c) or (d) in computing its income for a 
taxation year from carrying on an insurance business in Can- 
ada, except in respect of interest on 


(1) borrowed money used to acquire property used. by it in 
the year in, or held by it in the year in the course of, car- 
rying on that insurance business in Canada, to the extent 
that the interest is paid or payable in respect of that por- 
tion of the year during which the property was so used or 
held, 


(ii) amounts payable for its property used by it in the year 
in, or held by it in the year in the course of, carrying on 
that insurance business in Canada to the extent that the 
interest is paid or payable in respect of that portion of the 
year during which the property was so used or held, or 


(iii) deposits received or other amounts held by the in- 
surer that arose in connection with life insurance policies 
in Canada or with policies insuring Canadian risks. 


Pre-RSC History: Para. 138(5)(a) substituted by 1988, c. 55, 
subsec. 125(7), applicable to taxation years commencing after June 
17, 1987 that end after 1987. Para. (a) formerly read: 


(a) in the case of an insurer, other than a resident of Canada 
that does not carry on a life insurance business, no deduction 
may be made under paragraph 20(1)(1) or section 33 in’com- 
puting its income for a taxation year from its life insurance 
business in Canada in respect of a premium or other consider- 
ation for a life insurance policy in Canada or a Canada secur- 
ity or interest thereon; 


Subsec. 138(5) substituted by 1980-81-82-83, c. 140, subsec. 96(3), 
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applicable after November 12, 1981, except subparas. 138(5)(b)(i), 
(ii) effective for taxation years commencing after November 12, 
1981. Subsec. (5) formerly read: b 


(5) Notwithstanding any other provision of this Act, in the 
case of an insurer, other than a resident of Canada that does 
not carry on a life insurance business, 


(a) no deduction may be ‘made under paragraph 20(1)(1) 
or section 33 in computing its income for a taxation year 
from its life insurance business in Canada in respect of a 
premium or other consideration for a life insurance pol- 
icy in Canada or a Canada security or interest thereon; 
and 


(b) no deduction may be made under paragraph 20(1)(c) 
or (d) in computing its income for a taxation year from 
carrying on an insurance business in Canada, except in 
respect of interest in respect of 


(i) borrowed money used to acquire property used by 
it in, or held by it in the course of, carrying on that 
insurance business in Canada, to the extent that the 
interest is paid or payable in respect of that portion 
of the year during which such property was so used 
or held, . 


(ii) amounts payable for property acquired and used 
by it in, or held by it in the course of, carrying on 
that insurance business in Canada to the extent that 
the interest is paid or payable in respect of that por- 
tion of the year during which such property was so 
used or held, or 


(iii) deposits received or other amounts held by the 
insurer that arose in connection with life insurance 
policies in Canada. 


Subsec. 138(5) substituted by 1977-78, c. 1, subsec. 68(8), -applica- 
ble to 1978 et seg. Subsec. (5) formerly read: 


(5) In computing a life insurer’s income for a taxation year 
from carrying on its life insurance business in Canada, no de- 
duction may be made under paragraph 20(1)() or section 33. 


(5.1) No deduction — No deduction shall be made 
under subsection 20(12) in computing the income of 
a life insurer resident in Canada in respect of foreign 
taxes attributable to its insurance business. 


Pre-RSC History: Subsec. 138(5.1) added by 1980-81-82-83, c. 
140, subsec. 96(3), applicable after November 12, 1981 except in its 
application to taxation years commencing before April 1983, the ex- 
pression “insurance business” in subsec: 138(5.1) shall be read as a 
reference :to “insurance business carried on outside Canada”. 


Interpretation Bulletins: IT-506: Foreign income taxes as a de- 
duction from income. 


(5.2) [Repealed] 


Related Provisions: 18(13) — Superficial loss; 40(2)(g)G) — 
Limitations; 54 — “Superficial loss” defined; 142.6(7) — Superfi- 
cial loss rule inapplicable to specified debt obligation; 248(12) — 
Identical properties. 


History: Subsec. 138(5.2) repealed by 1995, c. 21, subsec. SIS), 
applicable to dispositions occurring after October 30, 1994, except 
the disposition of a debt obligation before July 1995 where 


(a) the disposition is part of a series of transactions or events 
that began before October 31, 1994; 


(b) as part of the series of transactions or events, the taxpayer 
who acquired the debt obligation disposed of property before 
October 31, 1994; and 


(c) it is reasonable to consider that one of the main reasons for 
the acquisition of the debt obligation’ by the taxpayer was to 
obtain a deduction because, as a consequence of the disposition 


S. 138(6) 


referred to in paragraph (b), 


(i) an amount was included in the ‘taxpayer's income for 
any taxation year, or 7 


(ii) an amount was subtracted from a balance of undeducted 
outlays, expenses or other amounts of the taxpayer and the 
subtracted amount exceeded the portion, if any, of the bal- 
ance that could reasonably be considered to be in respect of 
_ the property. 
Subsec. (5.2) formerly read: 


(5.2) Idem — Notwithstanding paragraph (3)(b) and subsec- 
tion (11.4), in computing an insurer’s income for a taxation 
year from carrying on an insurance business, no amount shall 
be deducted in respect of a loss sustained by the insurer on a 
disposition (other than a disposition occurring as a result of 
the application of subsection (11.3)) of property that is a 
share, bond, debenture,’ mortgage, note, agreement of sale or 
any other form of indebtedness that was not a capital property 
of the insurer and was used by it in the year in, or held by it in 
the year in the course of, carrying on an insurance business in 
any case where 


(a) during the period commencing 30 days, before and 
ending 30 days after the disposition, the insurer or a per- 
son. or partnership that does not deal at arm’s length with 
the insurer acquired or agreed to acquire the same or an 
identical. property (in this subsection referred to as the 
“substituted property”’), and 


(b) at the end of the period referred. to in paragraph (a), 
the insurer or the person or partnership, as the case may 
be, owned or had a right to acquire the substituted 
property, 
and any such loss shall be added in computing the cost to the 
insurer or the person or partnership, as the case may be, of the 
substituted property. 


Pre-RSC History: Subsec. 138(5.2) added by 1988, c. 55, subsec. 
125(8), applicable to taxation years commencing after June 17, 
1987 that end after 1987. 


(6) Deduction for dividends from taxable cor- 
porations — In computing the taxable income of a 
life insurer for a taxation year, no deduction from the 
income of the insurer for the year may be made 
under section 112 but, except as otherwise provided 
by that section, there may be deducted from that in- 
come the total of taxable dividends (other than divi- 
dends on term preferred shares that are acquired. in 
the ordinary course of the business carried on by the 
life insurer) included in computing the insurer's in- 
come for the year and received by the insurer in the 


_ year from taxable Canadian corporations. 


Related Provisions: 18(1)(c) — Limitation re exempt income; 
55(2) — Deemed proceeds or capital gain, 87(2)(x) — Amalgama- 
tions; 111(7.2) — “Non-capital loss” of life insurer; 112(2.2), 
(2.4) — Where no deduction permitted; 112(3)(b)@) Reduction 
in loss on subsequent disposition of share; 112(4)(d) — Loss on 
share held as inventory; 112(5.2)B(b)(i), (ii) — Adjustment for divi- 
dends received on mark-to-market property; 115(1)(d.1) — Deduc- 
tion from income of non-resident; 141 — Life insurance corporation 
deemed to be public corporation; 148(4) — Income from: disposi- 
tion; 187.2 —Tax on dividends on taxable preferred shares; 
187.3 — Tax on dividends on taxable RFI shares; 191(4) — Subsec. 
138(6) deemed not,to apply; 248(14) — Corporations deemed re- 
lated: 258 — Deemed dividend on term preferred share, 


Pre-RSC History: Subsec. 138(6) amended by 1988, c. 55, sub- 
sec: 125(9) to substitute “but, except as otherwise provided by that 
section,” for “but”, applicable with respect to dividends received af- 
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ter 8 p.m. EDST, June 18, 1987. 


Subsec. 138(6) substituted by 1980-81-82-83, c. 48, subsec. 79(1), 
applicable with respect to dividends received after November 16, 
1978. 


Subsec. 138(6) substituted by 1979, c. 5, subsec. 44(2), applicable 
in respect of dividends received after November 16, 1978. Subsec. 
138(6) formerly read: 


(6) In computing the taxable income of a life insurer for a 
taxation year no deduction from the income of the insurer for 
the year may be made under section 112 but there may be 
deducted from such income the aggregate of taxable divi- 
dends included in computing the insurer’s income for the year 
and received by the insurer in the year from taxable Canadian 
corporations. 


Subsec. 138(6) substituted by 1977-78, c. 1, subsec. 68(8), applica- 
ble to 1978 et seg. Subsec. 138(6) formerly read: 


(6) In computing the taxable income of a life insurer for a 
taxation year no deduction from the income of the insurer for 
the year may be made under section 112 but there may be 
deducted from such income the aggregate of 


(a) that proportion of the aggregate of taxable dividends 
included in computing the insurer’s income for the year 
from carrying on its life insurance business in Canada 
and received by the insurer in the year from taxable Ca- 
nadian corporations in respect of shares that were non- 
segregated property of the insurer, that 


(1) the lesser of 


(A) the insurer’s income for the year from carry- 
ing on its life insurance business in Canada, and 


(B) the amount, if any, by which the insurer’s 
net Canadian life investment income for the year 
exceeds the amount determined in respect of the 
insurer for the year under paragraph 209(3)(a) 


is of 


(1i) the insurer’s net Canadian life investment income 
for the year, and 


(b) the aggregate of taxable dividends included in com- 
puting the insurer’s income for the year from carrying on 
its insurance business in Canada other than its life insur- 
ance business and received by the insurer in the year 
from taxable Canadian corporations. 


Subsec. 138(6) substituted by 1973-74, c. 14, subsec. 47(5), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures; IT-232R2: Non-capital losses, net capital losses, re- 
stricted farm losses, farm losses and limited partnership losses — 
their composition and deductibility in computing taxable income; 
IT-328R3: Losses on shares on which dividends have been re- 
ceived; IT-385R2: Disposition_of an income interest in a trust. 


(7) [Repealed] 


Related Provisions: 138(12) — Property used or held in the year 
by insurance corporation; 138(12) — “Surplus funds derived from 
operations”; 139 — Conversion of insurance corporation into mu- 
tual corporation. 


History: Subsec. 138(7) repealed by 1997, c. 25, subsec. 39(8), ap- 
plicable to 1996 et seq. Subsec. (7) formerly read: 


(7) Amounts paid to shareholders included in taxable in- 
come — The taxable income for a taxation year of a life in- 
surer resident in Canada is its taxable income for the year oth- 
erwise computed under this Part, plus 2 times the amount, if 
any, by which the total of amounts each of which is an 
amount paid by it after the end of its 1968 taxation year and 
before the end of the year as, on account or in lieu of payment 
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of, or in satisfaction of dividends or stock dividends or any 
other amounts that, but for paragraph 84(1)(c.1), would have 
been dividends, exceeds the total of 


(a) the insurer’s undistributed income on hand at the end 
of its 1968 taxation year in respect of which tax under 
this Part has been paid by it, 


(b) the surplus funds derived from operations of the in- 
surer as of the end of the year, 


(c) the total of amounts of surplus contributed to the in- 
surer before the end of the year, 


(d) '» the total of amounts that, by virtue of this subsec- 
tion, have been added to the taxable income of the insurer 
otherwise computed under this Part in computing its tax- 
able income for taxation years before the year, 


(e) where in the taxation year the insurer carried on an 
insurance business in a country other than Canada, the 
lesser of 


(i) the total of dividends and stock dividends in re- 
spect of shares of the capital stock of the insurer paid 
by it in the year out of property other than property 
used by the insurer in the year in, or held by it in the 
year in the course of, carrying on an insurance busi- 
ness in Canada, and 


(ii) the amount of tax for the year paid by the insurer 
to the government of a country other than Canada 
under the income tax laws of that country out of 
property other than property used by the insurer in 
the year in, or held by it in the year in the course of, 
Carrying on an insurance business in Canada, 


(f) where in the taxation year the insurer did not carry on 
an insurance business in a country other than Canada, the 
lesser of 


(i) the total of dividends and stock dividends in re- 
spect of shares of the capital stock of the insurer paid 
by it in the year, and 


(ii) the amount of tax for the year paid by the insurer 
to the government of a country other than Canada 
under the income tax laws of that country, 


(g) the total of all amounts determined under paragraphs 
(e) and (f) in respect of the insurer for taxation years 
before the year, and 


(h) the amount, if any, by which the lesser of 


(i) the total of amounts paid after the end of the in- 
surer’s 1968 taxation year and before 1978 as, on ac- 
count or in lieu of payment of, or in satisfaction of, 
dividends or stock dividends in respect of shares of 
the capital stock of the insurer, and 


(ii) the amount, if any, determined in respect of the 
insurer under paragraph 138(7)(c) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952, as it read in its application to the 1976 taxation 
year 


exceeds 


(111) the total of amounts of surplus contributed to the 
insurer before 1978. 


Pre-RSC History: That portion of subsec. 138(7) preceding para. 
(a) substituted by 1980-81-82-83, c. 48, subsec. 79(2), applicable to 
1979 et seq. That portion formerly read: 


(7) The taxable income for a taxation year of a life insurer 
resident in Canada is its taxable income for the year other- 
wise computed under this Part, plus twice the amount, if any, 
by which the aggregate of amounts paid after the end of its 
1968 taxation year and before the end of the year as, on ac- 
count or in lieu of payment of, or in satisfaction of dividends 
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or stock dividends in respect of shares of the capital stock of 
the insurer, exceeds the aggregate of 


Para. 138(7)(c) substituted, (h) added by 1979, c. 5, subsecs. 44(3), 
(4), applicable to 1977 et seq. Para. (c) formerly read: 


(c) the insurer’s contributed surplus, 


Para. 138(7)(c), all that portion of para. 138(7)(e) preceding sub- 
para. (i), para. 138(7)(f) substituted by 1977-78, c. 1, subsecs. 
68(9)-(11), applicable, as to para. 138(7)(c), to 1977 et seq., and, as 
to paras. 138(7)(e), (f), to 1978 et seq. Para. 138(7)(c), that portion 
and para. 138(7)(f) formerly read: 


(c) the lesser of 
(i) the insurer’s accumulated 1968 deficit, and 


(ii) the aggregate of the insurer’s maximum tax actuarial 
reserves for its 1968 taxation year for its life insurance 
policies in Canada, 


(e) if the insurer has made an election under subsection (9) in 
respect of the year, the lesser of 


(f) if the insurer has not made an election under subsection 
(9) in respect of the year, the lesser of 


(i) that proportion of the aggregate of dividends and stock 
dividends in respect of shares of the capital stock of the 
insurer paid by it in the year that 


(A) the insurer’s gross investment revenue for the 
year (except such part thereof as is required by sub- 
section (9) to be included in computing its income 
for the year) 

is of 
(B) the insurer’s gross investment revenue for the 
year, and 


(ii) the amount of tax for the year paid by the insurer to 
the government of a country other than Canada under the 
income tax laws of that country, and 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(8) No deduction for foreign tax — No deduc- 
tion shall be made under section 126 from the tax 
payable under this Part for a taxation year by a life 
insurer resident in Canada in respect of such part of 
an income or profits tax as can reasonably be attribu- 
table to income from its insurance business. 

Pre-RSC History: Subsec. 138(8) substituted by 1980-81-82-83, 


c. 140, subsec. 96(4), applicable to taxation years commencing after 
November 12, 1981. Subsec. 138(8) formerly read: 


(8) No deduction shall be made under section 126 from the 
tax payable under this Part for a taxation year by a life insurer 
resident in Canada. 


(9) Computation of income — Where in a taxa- 
tion year an insurer (other than an insurer resident in 
Canada that does not carry on a life insurance busi- 
ness) carries on an insurance business in Canada and 
in a country other than Canada, there shall be in- 
cluded in computing its income for the year from 
carrying on its insurance businesses in Canada the 
total of 


(a) its gross investment revenue for the year from 
its designated insurance property for the year, and 


(b) the amount prescribed in respect of the insurer 
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for the year. 


Related Provisions: 88(1)(g) — Winding up — gross investment 
revenue; 111(7.1) — Effect of election by insurer under ss. 138(9) 
re 1975 taxation year; 138(3) — Deductions allowed-in computing 
income; 138(7) — Amounts paid to shareholders included in taxa- 
ble income;, 138(11.5)(i) — Transfer of insurance business by non- 
resident insurer; 138(11.91)(d) — Computation of income for non- 
resident insurer; 138(11.92)(c) — Computation of income where in- 
surance business transferred; 142 — Taxable capital gains, etc.; 
148(1) — Amounts included in computing policyholder’s income; 
219(4) — Non-resident insurers. 


History: Subsec. 138(9) amended by 1997, c. 25, subsec. 39(9), 
applicable to 1997 et seg. Subsec. (9) formerly read: 


(9) Where in a taxation year an insurer (other than a resident 
of Canada that does not carry on a life insurance business) 
carried on an insurance business in Canada and in a country 
other than Canada, there shall be included in computing its 
income for the year from carrying on its insurance businesses 
in Canada the total of 


(a) that part of its gross investment revenue for the year 
that is gross investment revenue from property used by it 
in the year in, or held by it in the year in the course of, 
carrying on those insurance businesses in Canada, and 


(b) such additional amount as is prescribed in respect of 
the insurer for the year by regulation. 


Pre-RSC History: Subsec. 138(9) substituted by 1988, c. 55, 
subsec. 125(10), applicable to taxation years commencing after June 
17, 1987 that end after 1987. Subsec. (9) formerly read: 


(9) Where in a taxation year an insurer (other than a resident 
of Canada that does not carry on a*life insurance business) 
carried on an insurance business in Canada and in a country 
other than Canada, there shall be included in computing its 
income for the year from carrying on that business in Canada, 
that portion of its gross investment revenue for the year that is 
gross investment revenue from property used by it in the year 
in, or held by it in the year in the course of, carrying on that 
business in Canada. 


Subsec. 138(9) substituted by 1977-78, c. 1, subsec. 68(12), applica- 
ble to 1978 et seg. Subsec. (9) formerly read: 


(9) Election as to computation of income — Where in a 
taxation year an insurer (other than a resident of Canada that 
does not carry on a life insurance business) carried on an in- 
surance business in Canada and in a country other than Can- 
ada, there shall be included in computing its income for the 
year from carrying on that business in Canada, 


(a) if the insurer has, in prescribed manner and in accor- 
dance with prescribed conditions, made an election under 
this subsection in respect of the year, such part of its 
gross investment revenue for the year as is gross invest- 
ment revenue from property used by it in the year in, or 
held by it in the year in the course of, carrying on that 
business in Canada, and 


(b) in any other case, such part of its gross investment 
revenue for the year as is determined in accordance with 
prescribed rules to be applicable to the carrying on by it 
of that business in Canada, 


and if the insurer has not so elected in respect of the year, the 
amounts deductible under paragraphs (3)(b), (c) and (d) in 
computing its income for the year, the amounts required by 
paragraphs (4)(b) and (c) to be included in computing such 
income, the amounts determined under subparagraphs 
(12)(0)Gi) and (iv) for the period ending with the year shall 
be determined in accordance with prescribed rules and the ag- 
gregate of taxable dividends for the purposes of each of 
paragraphs 138(6)(a), 138(6)(b) and 208(2)(b) shall be deter- 
mined in accordance with rules prescribed for the purposes of 
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each of those paragraphs respectively. 
All that portion of subsec. 138(9) following para. (b) substituted by 
1973-74, c. 14, subsec. 47(6), applicable to 1972 et seg. 


Selected Cases [subsec. 138(9)]: Victory Reinsurance Co. y. 
MNR, [1992] 2 C.T.C. 2200 (TCC) (Amount of reserve reported to 
Superintendent of Insurance was amount of reserve under Act): 
London Life Insurance Co. v. The Queen, [1990] 1 C.T:C. 43 (FCA) 
(Resident insurer carrying on business out of Canada, although re- 
lated activities in Canada). 


Regulations: 2411 (prescribed amount). 
Forms: T2S(1)(L): Tax calculations for life insurance companies 


(plus schedules.L.1 to L.9); T2016: Part XII tax return — tax on 
income from Canada of registered non-resident insurers. 


(9.1) [Repealed under former Act] 


Pre-RSC History [subsec. 138(9.1)]: Subsec. 138(9.1) repealed 
by 1988, c. 55, subsec. 125(11), applicable to taxation years com- 
mencing after June 17, 1987 that end after 1987. Subsec. 138(9.1) 
formerly read: ier 


(9.1) Gross investment revenue — Where an insurer has 
made an election under subsection (9) in respect of a taxation 
year, such part of its gross investment revenue for the year as 
was, in its return of income required by subsection 150(1) to 
be filed for that year, included in’ computing its income for 
that year from carrying on an insurance business in Canada 


(a) shall not be reduced except with the written consent 
of, and as: directed by, the Minister; and 


(b) shall be deemed to be its gross investment revenue 
from property designated by the insurer in that return to 
be, for the purposes of this Act, property used by it in, or 
held by it in the course of, carrying on an insurance busi- 
ness in-Canada. 


Subsec. 138(9.1) added by 1977-78, c. 1, subsec. 68(12), applicable 
to 1972 et seq. 


(10) Application of financial institution 
rules — Notwithstanding sections 142.3, 142.4 and 
142.5, where in a taxation year an insurer (other than 
an insurer resident in Canada that does not carry on a 
life insurance business) carries on an insurance busi- 
ness in Canada and in a country other than Canada, 
in computing its income for the year from carrying 
on an insurance business in Canada, 


(a) sections 142.3 and 142.5 apply only in respect 
of property that is designated insurance property 
for the year in respect of the business; and 


(b) section 142.4 applies only in respect of the 
disposition of property that, for the taxation year 
in which the insurer disposed of it, was desig- 
nated insurance property in respect of the 
business. 


History: Subsec. 138(10) amended by 1997, c. 25, subsec. 39(9), 
applicable to 1997 et seg. Subsec. (10) formerly read: 


(10) Where in a taxation year an insurer (other than an insurer 
resident in Canada that does not carry on a life insurance bus- 
iness) carried on an insurance business in Canada and in a 
country other than Canada, in computing the income of the 
insurer for the year from carrying on an insurance business in 
Canada, 


(a) sections, 142.3 and 142.5 apply with respect to prop- 
erty used by it in the year in, or held by it in the year in 
the course of, carrying on that business; and 


(b) section 142.4 applies with respect to the disposition 
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of property that, in the taxation year in which the insurer 
disposed of it, was property used by it in the year in, or 
held by it in the year in the course of, carrying on that 
business. 


Subsec. 138(10) added by 1995, c. 21, subsec. 57(6), applicable to 
taxation years that end after February 22, 1994. 


Pre-RSC History [subsec. 138(10) ]: Former subsec. 138(10) 
repealed by 1977-78, c. 1, subsec. 68(12), applicable. to 1978 et seq. 
Subsec. (10) formerly read: 


(10) Change in method of computing income — Where an 
insurer has filed a return of income under this Part for a taxa- 
tion year wherein its income for that year has been computed 
using the method required by such of the provisions Of sub- 
section (9) as apply in consequence of the insurer’ s having 
made the election referred to therein, or, if the insurer has not 
elected thereunder, using the method required by the. other 
provisions thereof, its income for a subsequent taxation year 
shall be computed in accordance with the method so used un- 
less the insurer, with the conéurrence of the Minister and 
upon such terms and conditions as are specified by the Minis- 
ter, adopts the other method and, where appropriate, makes 
an election ‘under that subsection. 


(11) [Repealed] 


History: Subsec. 138(11) repealed by 1995, c. 21, subsec. 57@), 
applicable to taxation years that begin after February 22, 1994. Sub- 
sec. (11) formerly read: 
(11) Profit or loss in respect of Canada security — For 
the purposes of paragraphs (3)(b) and (4)(b), 
(a) the profit or gain made by an insurer in a taxation 
year in respect of a Canada security owned by it that was 
disposed of by it in the year is the amount by which the 
proceeds of disposition to which the insurer thereby be- 
came entitled exceeds the amortized cost of the security 
to the insurer at the time of the disposition; and 
(b) the loss sustained by an insurer ina taxation year in 
respect of a Canada security owned by it that was dis- 
posed of by it in the year is the amount by which the 
amortized cost of the security to the insurer at the time of 
the disposition exceeds the proceeds of the disposition to 
which the insurer thereby became ‘entitled. 


(11,1) Identical properties — For the purpose of 
section 47, any property of a life insurance corpora- 
tion that would, but for this subsection, be identical 
to any other property of the corporation is deemed 
not to be identical to the other property unless both 
properties are 


(a) designated insurance property of the insurer in 
_fespect of a life insurance business carried on in 
Canada; or 


(b) designated insurance property of the insurer 
in respect. of an insurance business. in Canada 
other than a life insurance business. 


Related Provisions: 248(12) — Identical properties, 


History: Subsec. 138(11.1) amended by 1997, ci 25, subsec. 39(9), 
applicable to 1997 et seg. Subsec. (11.1) formerly read: 


(11.1) For the purposes of section 47, any property of a life 
insurance corporation that would, ‘but for this subsection, be 
identical to any other property of the corporation shall be 
deemed not to be identical to that other property unless both 
properties are 
(a) non-segregated property used by it in the year in, or 
held by it in the year in the course of, carrying on a life 
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insurance business in Canada; or 


(b) non-segregated property used by it in the year in, or 
held by it in the year in the course of, carrying on an in- 
surance business in Canada other than a life insurance 
business. 


Pre-RSC History: Paras. 138(11.1)(a), (b) substituted for paras. 
(b), (c) by 1980-81-82-83, c. 140, subsec. 96(5) and amended to 
add, in each, “by it” and “‘by it in the year”, applicable to taxation 
years commencing after November 12, 1981. 


Para. 138(11.1)(a) repealed by 1977-78, c. 1, subsec. 68(13), appli- 
cable to 1978 et seg. Para. 138(11.1)(a) formerly read: 


(a) included in the same segregated fund of the corporation, 


Subsec. 138(11.1) added by 1974-75, c. 26, subsec. 95(2), applica- 
ble to 1972 et seq. 

LT. Application Rules: 26(8.1) (property owned since before 
1972). oe 
interpretation Bulletins: IT-387R2: Meaning of, “identical 
properties”. 


(11.2) Computation of capital gain on pre- 

1969 depreciable property — For the purposes 
of computing the amount of a capital gain from the 
disposition of any depreciable property acquired by a 
life insurer before 1969, the capital cost of the prop- 
erty to the insurer shall be its capital cost determined 
without reference to paragraph 32(1)(a) of An Act to 
_amend the Income Tax Act, chapter 44 of the Statutes 
of Canada 1968-69, as it read in its application to the 
1971 taxation year. | 


Pre-RSC History: Subsec. 138(11.2) added by 1974-75, c. 26, 
subsec. 95(2), applicable to 1972 et seq. 


(11.3) Deemed disposition — Subject to subsec- 
tion (11.31), where a property of a life-insurer resi- 
dent in Canada that carries on an insurance business 
~ in Canada and in a country other than Canada or of a 
non-resident insurer is 


(a) designated insurance property of the insurer 
for a taxation year, was owned by the insurer at 
the end of the preceding taxation year and was 
not designated insurance property of the insurer 
for that preceding year, or | 


(b) not designated insurance property for a taxa- 
tion year, was owned by the insurer at the end of 
the preceding taxation year and was designated 
insurance property of the insurer for that preced- 
ing year, 
the insurer is deemed to have disposed of the prop- 
erty at the beginning of the year for proceeds of dis- 
position equal to its fair market value at that time 
and to have immediately thereafter reacquired the 
property at a cost equal to that fair market value. 
Related Provisions: 54“superficial loss’”(c) — Superficial loss 
rule does not apply; 138(11.31) — Exception where mark-to-market 


deemed disposition has applied;.138(11.4) — Loss deductible only 

in year property disposed of. 

History: Subsec. 138(11.3) amended by 1997, c. 25, subsec. 

39(10), applicable to 1997 et seq. Subsec. (11.3) formerly read: 
(11.3) Subject to subsection (11.31), and except for the pur- 


poses of paragraph 20(1)(1), the description of A in the defini- 
tion “undepreciated capital cost” in subsection 13(21) and 
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paragraph (b) of the description of F in that definition and any 
regulations made for the purpose of the definition “property 
used by it in the year in, or held by it in the year in the course 
of’ in subsection (12), where a life insurer resident in Can- 
ada, or a non-resident insurer, that carries on an insurance 
business in Canada and in a country other than Canada, at any 
time, 


(a) acquires property for some other purpose and at a 
later time commences to use that property as property 
used by it in the year in, or held by it in the year in the 
course of, carrying on an insurance business in Canada, 
or 


(b) acquires property for use as property used by it in the 
year in, or held by it in the year in the course of, carrying 
on an insurance business in Canada and at a later time 
commences to. use the property for some other purpose, 


(c), (d) [Repealed] 


the insurer shall be deemed to have disposed of the property 
at that later time for proceeds of disposition equal to its fair 
market value at that time and to have immediately thereafter 
reacquired the property at a cost equal to that fair market 
value. 


The opening words of subsec. 138(11.3) amended by 1995, c. 21, 
subsec. 57(8), applicable to changes in use of property occurring in 
taxation years that begin after October 1994. The opening words 
formerly read: 


(11.3) Except for the purposes of paragraphs (3)(d), (4)(c) 
and 20(1)(1), the description of A in the definition “un- 
depreciated capital cost” in subsection 13(21) and paragraph 
(b) of the description of F in that definition and any regula- 
tions made for the purpose of the definition “property used by 
it in the year in, or held by it in the year in the course of” in 
subsection (12), where a life insurer resident in Canada, or a 
non-resident insurer, that carries on an insurance business in 
Canada and in a country other than Canada, at any time, 


Paras. 138(11.3)(c) and (d) repealed by 1995, c. 21, subsec. 57(9), 
applicable to changes in use of property occurring after February 
22, 1994. Paras. (c) and (d) formerly read: 


(c) acquires property that is a bond, debenture, mortgage, 
agreement of sale or any other form of indebtedness for use 
as property used by it in the year in, or held by it in the year 
in the course of, carrying on a life insurance business in Can- 
ada and at a later time commences to use the property in, or 
hold it in the course of, carrying on a business other than a 
life insurance business in Canada, or 


(d) acquires property that is a bond, debenture, mortgage, 
agreement of sale or any other form of indebtedness for use 
in, or to be held in the course of, carrying on a business other 
than a life insurance business in Canada and at a later time 
commences to use the property as property used by it in the 
year in, or held by it in the year in the course of, carrying on a 
life insurance business in Canada, 


That portion of subsec. 138(11.3) preceding para. (a) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 114(2), applicable to taxa- 
tion years beginning after June 17, 1987 that end after 1987. That 
portion formerly read: 


(11.3) Except for the purposes of the definition “amortized 
cost” in subsection 248(1) as it applies to paragraphs (3)(d) 
and (4)(c), paragraph 20(1)(1), the description of A in the def- 
inition “undepreciated capital cost” in subsection 13(21) and 
paragraph (b) of the description of F in that definition and any 
regulations. made for the purposes of the definition “property 
used by it in the year in, or held by it in the year in the course 
of” in subsection (12), where a life insurer resident in Can- 
ada, or a non-resident insurer, that carries on an insurance 
business in Canada and in a country other than Canada, at any 
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time, 
Pre-RSC History: That portion of subsec. 138(11.3) preceding 
para. (a) substituted and paras. 138(11.3)(c) and (d) added by 1988, 
c. 55, subsecs. 125(12), (13), applicable to taxation years commenc- 
ing after June 17, 1987 that end after 1987. That portion preceding 
para. (a) formerly read: 
(11.3) Except for the purposes of paragraph (12)(b) as it ap- 
plies to paragraph (3)(c), subparagraph 13(21)(f)(i), clause 
13(21)(f)(iv)(B), paragraphs (3)(d) and (4)(c) and any regula- 
tion made under paragraph (12)(1), where a life insurer resi- 
dent in Canada, or a non-resident insurer, that carties on an 
insurance business in Canada and in a country other than 
Canada, at any time, 
All that portion of subsec. 138(11.3) preceding para. (a) thereof sub- 
stituted by 1984, c. 1, s. 79, applicable with respect to changes in 
use of property occurring in taxation years commencing after No- 
vember 12, 1981. That portion formerly read: 
(11.3) Deemed disposition and reacquisition of property 
by life insurer — For the purposes of this Part, other. than 
subparagraph 13(21)(f(i), clause 13(21)(f)(iv)(B), and any 
regulation made under paragraph 12(1), where a life insurer 
resident in Canada, or a non-resident insurer, that carries on 
an insurance business in Canada and in a country other than 
Canada, at any time, 
Subsec. 138(11.3) added by 1980-81-82-83, c. 140, subsec. 96(6), 
applicable with respect to changes in use of property. occurring in 
taxation years commencing after November 12, 1981. 
I.T. Application Rules: 26(17.1) (ITAR 26 does not apply to 
property owned since before 1972 where 138(11.3) applies). 


(11.31) Exclusion from deemed disposition — 
Subsection (11.3), does not apply 


(a) to deem a disposition in a taxation year of a 
property of an insurer where subsection 142.5(2) 
deemed the insurer to have disposed of the prop- 
erty in its preceding taxation year; nor 


(b) for the purposes of paragraph 20(1)(1), the 
description of A and paragraph (b) of the descrip- 
tion of F in the definition “undepreciated capital 
cost” in subsection 13(21) and the definition 
“designated insurance property” in subsection 
(12). 

History: Subsec. 138(11,31),amended by 1997, c. 25, subsec. 

39(10), applicable to 1997 et seg. Subsec. (11.31) formerly read: 


(11.31) Subsection (11.3) does, not. apply. in respect of a 
change in use of a property, of an insurer where subsection 
142.5(2) deemed the insurer to have disposed of the property 
in the taxation year that ended immediately before the change 
in use. i 
Subsec. 138(11.31) added by 1995/c. 21, subsec. 57(10), applicable 
to changes in use of property occurring in taxation years that begin 
after October 1994. ; 


(11.4) Deduction of loss — Notwithstanding any 
other provision of this Act, where an insurer has a 
loss for a taxation year from the disposition, because 
of subsection (11.3), of a property other than a speci- 
fied debt obligation (as defined in subsection 
142.2(1)), and the loss would, but for this subsection, 
have been deductible in the year, the loss shall be 
deductible only in the taxation year in which the tax- 
payer disposes of the property otherwise than be- 
cause of subsection (11.3), 
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Related Provisions: 138(5.2)— No deduction for superficial 
loss. 

History: Subsec. 138(11.4) amended by 1995, c. 21, subsec, 
57(11), applicable to property deemed by subsection 138(11.3) to be 
disposed of after 1994. Subsec. (11.4) formerly read: 


(11.4) Rules on deemed disposition and reacquisition —— 
Where, but for this subsection, an insurer in a taxation year 
would, by virtue of subsection (11.3), have realized an other- 
wise deductible loss for the. year in respect of any property, 
notwithstanding any other provision of this Act, that loss _ 
shall be deductible only in the taxation year in which the in- 
surer disposes of the property otherwise than by virtue of sub- ~ 
section (11.3). 

Pre-RSC History: Subsec. 138(11.4) added by 1980-81-82-83, c. 

140, subsec. 96(6), applicable to taxation years commencing after 

November 12, 1981. 


(11.41) [Repealed] 


History: Subsec. 138(11.41) repealed by 1995, c. 21, subsec., 
57(12), applicable to changes in use of property occurring after Feb- 
ruary 22, 1994. Subsec. (11.41) formerly read: 


(11.41) Inclusion of gain — Where, by reason of a change in 
use referred to in paragraph (11.3)(c) or (d) ofa property that 
is a bond, debenture, mortgage, agreement of sale or any 
other form of indebtedness, an insurer would, by reason of 
subsection (11.3), have realized an otherwise taxable gain at ~ 
any time in respect of such property, that gain shall be in-! 
cluded in computing the income of the insurer only in the tax- 
ation year in which the insurer disposes. of or is deemed to 
have disposed of the property otherwise than by reason of a 
change in use of the property referred to in paragraph 
(11.3)(c) or (d). 


Pre-RSC History: Subsec. 138(11.41) added by 1988, c. 55, sub- 
sec. 125(14), applicable to taxation years commencing after June 
17, 1987 that end after 1987. 


(11.5) Transfer of insurance business by non- 
resident insurer — Where 


(a) a non-resident insurer (in this subsection re- 
ferred to as the “transferor”) has, at any time in a 
taxation year, ceased to carry on all or substan- 
tially all of an insurance business carried on by it 
in Canada in that year, 


(b) the transferor has, at that time or within 60 
days thereafter, transferred all or substantially all 
of the property owned by it at that time and used 
by it in the year in, or held by it in the year in the 
course of, carrying on that insurance business in 
Canada in that year (in this subsection referred to 
as the “transferred property”) to a corporation (in 
this subsection referred to as the “transferee” 
that is a qualified related corporation (within the 
meaning assigned by subsection 219(8)) of the 
transferor that, immediately after that time, began 
to carry on that insurance business in Canada and 
the consideration for the transfer includes shares 
of the capital stock of the transferee, 


(c) the transferee has, at that time or within 60 
days thereafter, assumed or reinsured all or sub- 
stantially all of the obligations of the transferor 
that arose in the course of carrying on that insur- 
ance business in Canada, and 


(d) the transferor and the transferee have jointly 
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elected in prescribed form and in accordance with 
subsection (11.6), Pise 2 


the following rules apply: 


(e) subject to paragraph (k.1), where the fair mar- 
_ ket value, at that time, of the consideration (other 
than shares. of the capital stock of the transferee 
or a right to receive any such shares) received or 
receivable by the transferor for the transferred 
property does not exceed the total. of the cost 
amounts to the transferor, at that time, of the 
transferred property, the proceeds of disposition 
of the transferor and the cost to the transferee of 
the transferred property shall be deemed to be the 
‘cost amount, at that time, to the transferor of the 
transferred property, and in any other case, the 
provisions of subsection 85(1) shall be applied in 
respect of the transfer, 


(f) where the provisions of subsection 85(1) are 
not required to be applied in respect of the trans- 
fer, the cost to the transferor of any particular 
property (other than shares of the capital stock of 
the transferee or a right to receive any such 
shares) received or receivable by it as considera- 
tion for the transferred property’ shall be deemed 
to be the fair market value, at that time, of the 
particular property, 

(g) where the provisions of subsection 85(1) are 
not required to be applied in respect of the trans- 
fer, the cost to the transferor of any shares of the 
capital stock of the transferee received or receiva- 
ble by the transferor as consideration for, the 
transferred property shall be deemed. to be 


(i) where the shares are preferred shares of 
any class of the capital stock of the transferee, 
the lesser of 


(A) the fair market value of those shares 
immediately after the transfer of the trans- 
ferred property, and 


_(B) the amount determined by the formula 


.B 
A ice 
| C 


where 


A is the amount, if any, by which the pro- 
ceeds of disposition of the transferor of 
the transferred property determined 
under paragraph (e) exceed the fair 
market value, at that time, of the con- 
sideration (other than shares of the cap- 
ital stock of the transferee or a right to 
receive any such shares) received or re- 
ceivable by the transferor for the trans- 
ferred property, 


B. is the fair market value, immediately 
after the transfer of the transferred 
property, of those preferred shares of 
that class, and 
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Cis the fair market value, immediately 
after the transfer of’ the’ transferred 
property, of all preferred shares of the 
capital stock of the transferee receiva- 
ble by ‘the transferor’ as consideration 
for the ‘transferred property, and 


(ii) where the shares are common shares of 
any class of the capital stock of the transferee, 
the amount determined by the formula 


B, 
Oe Sian 
C 


where 


A.-is the amount; if any, by which the pro- 
ceeds, of disposition of.the. transferor of the 
transferred property determined under par- 
agraph (e) exceed the. total of the fair mar- 
ket value, at-that-time, of the consideration 
(other than. shares, of the. capital stock of 
the transferee or.a right to.receive any such 
shares) received or receivable by. the ,trans- 

_feror for the transferred property and the 
cost to the transferor, of all preferred shares 
of the capital stock of. the transferee re- 
ceivable by the transferor as consideration 
for the transferred. property, 


B.. is the fair market: value, immediately, after 
the transfer of the transferred property, of 
those shares, of that class, and 


C is the fair market value, immediately: after 
the transfer of the transferred property, of 
all common shares of the capital stock of 
the transferee receivable by. the transferor 
as. consideration..for the transferred 
property, 

(h) for the purposes of this. Act, the transferor and 
the transferee shall be deemed to have had taxa- 
tion years ending immediately before. that time 
and, for the purposes of determining the fiscal pe- 
riods of the transferor and transferee after that 
time, they shall be deemed not to, have estab- 
lished fiscal periods before that time, 


(i). for the purpose of. determining the amount of 
gross investment revenue required, by subsection 
(9) to.be included in computing the transferor’s 
income for the particular taxation year referred to 
in paragraph (h) and its gains and losses from its 
designated insurance property for its subsequent 
taxation years, the transferor is deemed to have 
transferred the business referred to in paragraph 
(a), the property referred to in paragraph (b) and 
the obligations referred to in paragraph (c) to the 
transferee on the last day of the particular year, 


(j) for the purpose of determining the income of 
the transferor and the transferee for their taxation 
years following their taxation years referred to in 
paragraph ‘(h), amounts deducted by the trans- 
feror as reserves’ under’ subparagraphs (3)(a)(i), 
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(ii) and (iv), paragraphs 20(1)(1) and (1.1) and 
20(7)(c) of this Act and section 33 and paragraph 
138(3)(c) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, in its taxa- 
tion year referred to in paragraph (h) in respect of 
the transferred property referred to in paragraph 
(b) or the obligations referred to in paragraph (c) 
shall be deemed to have been deducted by the 
transferee, and not the transferor, for its taxation 
year referred to in paragraph (h), 


(j.1) for the purpose of determining the income of 
the transferor and the transferee for their taxation 
years following their taxation years referred to in 
paragraph (h), amounts included under 
paragraphs (4)(b) and 12(1)(e.1) in computing the 
transferor’s income for its taxation year referred 
to in paragraph (h) in respect of the insurance 
policies of the business referred to in paragraph 
(a) are deemed to have been included in comput- 
ing the income of the transferee, and not of the 
transferor, for their taxation years referred to in 
paragraph (h), 

(k) for the purposes of this section, sections 12, 
12.3, 12.4, 20, 138.1, 140 and 142, subsections 
142.5(5) and (7), paragraphs 142.4(4)(c) and (d), 
section 148 and Part XII.3, the transferee shall, in 
its taxation years following its taxation year re- 
ferred to in paragraph (h), be deemed to be the 
same person as, and a continuation of, the trans- 
feror in respect of the business referred to in par- 
agraph (a), the transferred property referred to in 
paragraph (b) and the obligations referred to in 
paragraph (c), 

(k.1) except for the purpose of this subsection, 
where the provisions of subsection 85(1) are not 
required to be applied in respect of the transfer, 


(i) the transferor shall be deemed not to have 
disposed of a transferred property that is a 
specified debt obligation (other than a mark- 
to-market property), and 


(ii) the transferee shall be deemed, in respect 
of a transferred property that is a specified 
debt obligation (other than a mark-to-market 
property), to be the same person as, and a con- 
tinuation of, the transferor, 


and for the purpose of this paragraph, “mark-to- 
market property” and “specified debt obligation” 
have the meanings assigned by subsection 
142.2(1), 


(k.2) for the purposes of subsections 112(5) to 
(5.2) and (5.4) and the definition “mark-to-mar- 
ket property” in subsection 142.2(1), the trans- 
feree shall be deemed, in respect of the trans- 
ferred property, to be the same person as, and a 
continuation of, the transferor, 


(1) for the purposes of this subsection and subsec- 
tions (11.7) and (11.9), the fair market value of 
consideration received by the transferor from the 
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transferee in respect of the assumption or reinsur- 
ance of a particular obligation referred to in para- 
graph (c) shall be deemed to be the total of the 
amounts deducted by the transferor as a reserve 
under subparagraphs (3)(a)(i), (ii) and (iv) and 
paragraph 20(7)(c) in its taxation year referred to 
in paragraph (h) in respect of the particular obli- 
gation, and 


(m) for the purpose of computing the income of 
the transferor or the transferee for their taxation 
years following their taxation years referred to in 
paragraph (h), 
(i) an amount in respect of a reinsurance pre- 
mium paid or payable by the transferor to the 
transferee in respect of the obligations re- 
ferred to in paragraph (c), or 


(ii) an amount in respect of a reinsurance 
commission paid or payable by the transferee 
to the transferor in respect of the amount re- 
ferred to in subparagraph (i) 


under a reinsurance arrangement undertaken to 
effect the transfer of the insurance business to 
which this subsection applied shall be included or 
deducted, as the case may be, only to the extent 
that may be reasonably regarded as necessary to 
determine the appropriate amount of income of 
both the transferor and the transferee. 


Related Provisions: 138(11.6) — Time of election: 138(11.7) — 
Computation of paid-up capital; 138(11.94) — Transfer of business 
by resident insurer; 142.6(5), (6) — Acquisition of specified debt 
obligation by financial institution in rollover transaction: 
181.3(3)(d)G@)(A)AID, 190.13(c)G)(A) AIT) — Effect on capital tax: 
219(5.2) — Branch tax — election by non-resident insurer who has 
transferred business; Reg. 8101(4) — Inclusion in income of trans- 
feree re unpaid claims reserve; Reg. 8103(4) — Mark-to-market — 
transition inclusion; Reg. 9204(3) — Residual portion of specified 
debt obligation. 


History: Para. 138(11.5)(i) amended, para. (j.1) added, by 1997, c. 
25, subsecs. 39(11), (12); para. (i) applicable to the transfer by an 
insurer of an insurance business in its 1997 or a subsequent taxation 
year; para. 9.1) applicable to 1996 et seq. Para. (i) formerly read: 


(i) for the purpose of determining the amount of gross invest- 
ment revenue required to be included in computing the trans- 
feror’s income for the year under subsection (9) and its gains 
and losses from property used by it in the year in, or held by 
it in the year in the course of, carrying on an insurance busi- 
ness in Canada for its taxation years following its year re- 
ferred to in paragraph (h), the transferor. shall be deemed to 
have transferred the business referred to in paragraph (a), the 
property referred to in paragraph (b) and the obligations re- 
ferred to in paragraph (c) to the transferee on the last day of 
its taxation year referred to in paragraph (h), 


Para. 138(11.5)(e) amended by 1995, c. 21, subsec. 57(13), applica- 
ble to transfers of insurance businesses occurring after February 22, 
1994. Para. (e) formerly read: 


(e) where the fair market value, at that time, of the considera- 
tion (other than shares of the capital stock of the transferee or 
a right to receive any such shares) received or receivable by 
the transferor for the transferred property does not exceed the 
total of the cost amounts to the transferor, at that time, of the 
transferred property, the proceeds of disposition of the trans- 
feror and the cost to the transferee of the transferred property 
shall be deemed to be the cost amount, at that time, to the 
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transferor of the transferred property, and in any other case, 
the provisions of subsection 85(1) shall be applied in respect 
- of the transfer, 


Para. 138(11.5)(k) amended and paras. (k.1) and (k.2) added,,by ! 


1995, c. 21, subsec. 57(14); para. (k) applicable to transfers of in- 
surafice businesses occurring after October 1994, para. (k.1) appli- 
eable to transfers of insurance businessés-occurring after February 
22, 1994, and. para. (k.2) applicable to. transfers of insurance busi; 
nesses occurring at any time (including, for greater certainty, trans- 
fers occurring before June 22, 1995). Para. (k) formerly read: 


(k) for the purposes of this section, sections 12, 12. s pia 
20, 138.1, 140, 142 and 148 and Part XII.3 of this Act and of 
section 33. of the Income. Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as it applied to taxation years and 
fiscal periods beginning before June 18, 1987, the transferee 
shall, in its taxation years following its taxation year referred 
to in paragraph (h), be deemed to be the same’person as, and 
a'continuation of; the transferor in respect of the business re- 
ferred to in paragraph (a), the transferred property referred to 
in paragraph (b) and the obligations peterred to in paragraph 
(c), . 

— Paras. 138(11.5)(b) and (k) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsecs. 114(3), (4), applicable to transfers of an insurance bus- 
iness weigher after December 15, 1987. Paras. (b), (k) formerly 
read: 


(b) the transferor has, at that time or within 60 days thereaf- 
ter, transferred all or substantially all of the property used by 
it in the year in, or held by it in the year in the course of, 

~~ ‘carrying on that insurance business in Canada in that year (in 
this subsection referred to as the “transferred property”) to a 
“corporation (in this subsection referred to as the “transferee”’) 
that is a qualified related corporation (within the meaning. as- 
signed by subsection 219(8)) of the transferor which, immedi- 
ately after that time, commenced to carry on ‘that’ insurance 
business in Canada and the consideration for the transfer in- 
cludes shares of the capital stock of the transferee, 


ri 


(k). for the. purposes, of this section and sections 12, 1233 
12.4, 20, 138.1,.140,,.142 and 148 of this Act and. section 33 
of the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, the transferee shall, in its taxation years fol- 
~ lowing its taxation: year referred to in paragraph (h), be 
deemed to be the same person as, and a continuation of, the 
transferor in respect of the business referred to in paragraph 
(a), the transferred property referred to in paragraph (b) and 
the obligations referred to:in paragraph (c), 
Pre-RSC History: Subsec. 138(11.5) substituted by 1988, c. 55, 
subsec. 125(15), applicable to transfers’ of an insurance business <af- 
ter, December 15, 1987; and, where the transferor has,, before De- 
cember 16, 1987.and, with the approval of the Minister of Finance, 


entered, into an agreement to transfer, after December 15, 1987 and | 


before 1988, an insurance business to the transferee and the trans- 
feror and the transferee subsequently amend the agreement or enter 
into another agreement:in 1988 in respect of the transfer of the in- 
surance business and the transfer of the insurance business is made 


before 1989, then, if the amended or subsequent agreement so pro- — 


vides and the transferor and the transferee jointly so elect in accor- 
dance with subsec. 138(11.6), the transfer shall be deemed to have 
occurred on January 1, 1988. Subsec. (11.5) formerly read: 


C 1.5) Exception — Where a non-resident insurer 


(a) has ceased to carry on an insurance business in Can- 
ada in a taxation year or is entitled to’ make an election 
under subsection 219(4) in respect of a taxation year, 


(b) has transferred all property used by it in the year in, 
or held by it in the year in the course of, carrying on an 
insurance business in Canada to a qualified related corpo- 
ration‘of the insurer (within the meaning assigned by sub- 


S. 138(11.7)(a) 


section 219(8)) or to a corporation resident in Canada 

that carries on an insurance business in.Canada and is a 

subsidiary wholly-owned corporation of a qualified re- 

lated corporation of the insurer, and 

(c) has jointly so elected, in prescribed form and within 
‘the time determined under subsection (11.6), with the 

corporation to which the property was. transferred, 


subsection (11.3) shall not apply in respect of the transferred 

property and, where no election was made’ under subsection 

_ 85(1) in respect of the transferred, property, the proceeds. of 

_ disposition thereof to the non-resident insurer and the cost 

- thereof to the corporation to which it was transferred shall be 

deemed to be the cost amount to the non-resident insurer of 
the transferred property. 


Subsec. 138(11.5) added by 1980-81-82-83, c. 140, subsec. 96(6), 
applicable to taxation years. commencing after November 12, 1981, 
except that in its application to transfers of property made before 
April 1983, the reference in para. 138(11:5)(b) to “all property” 
shall be read asa reference to “‘any property”. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Forms: T2100: Joint election in respect of an insurance business 
transferred by a non-resident insurer. 


(11.6) Time of election — Any election under 
subsection (11.5) shall be made on or before the day 
that is the earliest of the days on or before which any 
taxpayer making the election is required to file a re- 
turn of income pursuant to section 150 for the taxa- 
tion year in which the transactions to which. the elec- 
tion relates occurred. 7 

Pre-RSC History: Subsec. 138(11.6) adgad by 1980-81-82-83, c. 


140, subsec. 96(6), applicable to taxation years commencing after 
November 12, 1981. 


(11.7) Computation of paid-up. capital — 
Where, after December 15, 1987, subsection (11.5) 
is applicable in respect of a transfer of property by a 
non-resident insurer to a qualified related corpora- 
tion of the insurer and the provisions of subsection 
85(1) were not required to be applied in respect, of 
the transfer, the following rules apply: 


(a) in computing the paid-up capital, at any time 
after the transfer, in respect of any particular 
class of shares of the capital stock of the qualified 
related corporation, there shall be deducted an 
amount determined by the formula 


A Bee 
fie A 


where 


A ‘is the increase, if any, determined without ref- 
erence to this subsection as it applies to the 
transfer, in the paid-up capital in respect of all 
the shares of the capital stock! of the corpora- 
tion as a result of the transfer, 


B is the amount, if any, by which the cost of the 
transferred property to the corporation, imme- 
diately after the transfer,.exceeds the fair mar- 
ket value, immediately after the: transfer, of 
any consideration (other than shares of, the 
capital stock of the corporation) received or 
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receivable by the insurer from the corporation 
for the property, and 


C is the increase, if any, determined without ref- 
erence to this subsection as it applies to the 
transfer, in the paid-up capital in respect of 
the particular class of shares as a result of the 
acquisition by the corporation of the trans- 
ferred property; and 

(b) in computing the paid-up capital, at any time 

after December 15, 1987, in respect of any partic- 

ular class of shares of the capital stock of the 
qualified related corporation, there shall be added 
an amount equal to the lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid after December 15, 1987 
and before that time by the corporation 


exceeds 


(B) the total of such dividends that would 
have been determined under clause (A) if 
this Act were read without reference to 
paragraph (a), and 
(ii) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect of that class of shares after December 
15, 1987 and before that time. 
Related Provisions: 138(11.5)(1) — Transfer of insurance busi- 


ness by non-resident insurer; 257 — Formula cannot calculate to 
less than zero. 


Pre-RSC History: Subsec. 138(11.7) added by 1988, c. 55, sub- 
sec. 125(16), applicable after December 15, 1987. 


(11.8) Rules on transfers of depreciable prop- 
erty — Where 


(a) subsection (11.5) is applicable in respect of a 
transfer of depreciable property by a non-resident 
insurer to a qualified related corporation, 


(b) the provisions of subsection 85(1) were not 
required to be applied in respect of the transfer, 
and 


(c) the capital cost to the insurer of the deprecia- 
ble property exceeds its proceeds of disposition 
therefor, 


for the purposes of sections 13 and 20 and any regu- 
lations made under paragraph 20(1)(a), the following 
rules apply: 


(d) the capital cost of the depreciable property to 
the corporation shall be deemed to be the amount 
that was the capital cost thereof to the insurer, 
and 


(e) the excess shall be deemed to have been al- 
lowed to the corporation in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing its income for taxation 
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years ending before the transfer. 


Pre-RSC History: Subsec. 138(11.8) added by 1988, c. 55, sub- 
sec. 125(16), applicable to transfers of property occurring after De- 
cember 15, 1987. 


(11.9) Computation of contributed surplus — 
Where, after December 15, 1987, subsection (11.5) 
or 85(1) is applicable in respect of a transfer of prop- 
erty by a person or partnership to an insurance cor- 
poration resident in Canada and 


(a) the total of 


(i) the fair market value, immediately after the 
transfer, of any consideration (other than 
shares of the capital stock of the corporation) 
received or receivable by the person or part- 
nership from the corporation for the trans- 
ferred property, 

(i1) the increase, if any, in the paid-up capital 
of all the shares of the capital stock of the cor- 
poration (determined without reference to 
subsection (11.7) or 85(2.1) as it applies in re- 
spect of the transfer) arising on the transfer, 
and 


(iii) the increase, if any, in the contributed sur- 
plus of the corporation (determined without 
reference to this subsection as it applies in re- 
spect of the transfer) arising on the transfer 


exceeds 
(b) the total of 


(i) the total of all amounts each of which is an 
amount required to be deducted in computing 
the paid-up capital of a class of shares of the 
capital stock of the corporation under subsec- 
tion (11.7) or 85(2.1), as the case may be, as it 
applies in respect of the transfer, and 


(ii) the cost to the corporation of the trans- 
ferred property, 


for the purposes of paragraph 84(1)(c.1) and subsec- 
tions 219(5.2) and (5.3), the contributed surplus of 
the corporation arising on the transfer shall be 
deemed to be the amount, if any, by which the 
amount of the contributed surplus otherwise deter- 
mined exceeds the amount, if any, by which the total 
determined under paragraph (a) exceeds the total de- 
termined under paragraph (b). 

Related Provisions: 138(11.5)(1) — Transfer of insurance busi- 
ness by non-resident insurer. 


Pre-RSC History: Subsec. 138(11.9) added by 1988, c. 55, sub- 
sec. 125(16), applicable to transfers of property occurring after De- 
cember 15, 1987. 


(11.91) Computation of income of non- 
resident insurer — Where, at any time in a partic- 
ular taxation year, 


(a) a non-resident insurer carries on an insurance 
business in Canada, and 


(b) immediately before that time, the insurer was 
not carrying on an insurance business in Canada 
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or ceased to be exempt from tax under this Part 
on any income from such business by. reason of 
any Act of Parliament or anything approved, 
made or declared to have the force of law 
thereunder, 


for the purpose of computing the income of the in- 
surer for the particular taxation year, 


(c) the insurer shall be deemed to have had a tax- 
ation year ending immediately before the com- 
mencement of the particular taxation year, 


(d) for the purposes of paragraphs 12(1)(d) and 
(e), paragraph (4)(a), subsection (9) and the defi- 
nition “designated insurance property” in subsec- 
tion (12), the insurer is deemed to have carried on 
the business in Canada in that preceding year and 
to have claimed the maximum amounts to which 
it would have been entitled under paragraphs 
20(1)(1) and (1.1) and 20(7)(c) and subparagraphs 
(3)(a)(i), (ii) and (iv) for that year, 


(d.1) for the purposes of subsection 20(22) and 
subparagraph (3)(a)(ii-1), 


(i) the insurer is deemed to have carried on the 
business referred to in paragraph (a) in Can- 
ada in the preceding taxation year referred to 
in paragraph (c), and 


(ii) the amounts, if any, that would have been 
prescribed in respect of the insurer for the pur- 
poses of paragraphs (4)(b) and 12(1)(e.1) for 
that preceding year in respect of the insurance 
policies of that business are deemed to have 
been included in computing its imcome for 
that year, 


(e) the insurer shall, immediately before the com- 
mencement of the particular taxation year, be 
deemed to. have disposed of each property that 
was owned by it at that time and used by it in the 
year in, or held by it in the year in the course of, 
carrying on the business referred to in paragraph 
(a) for proceeds of disposition equal to the fair 
market value of the property at that time and to 
have reacquired the property at that time at a cost 
equal to that fair market value, and. . 


(f). where paragraph (e) applies in respect of de- 
preciable property of the insurer and the cost 
thereof to the insurer immediately before the 
commencement of the particular taxation year ex- 
ceeds the fair market value thereof at that. time, 
for the purposes of sections 13 and 20 and any 
regulations made under paragraph 20(1)(a), 


(i) the capital cost. of the, property to the in- 
surer at that. time shall be deemed. to be, the 
cost thereof to the insurer at that time, and 


(ii) the excess shall be deemed to: have been 
allowed to the insurer in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing its income for taxation 
years ending before the commencement of the 


S. 138(11.92)(d) 


particular taxation year. 


Related Provisions: 95(2)(k)(v) — Application to start-up of 
business, of foreign affiliate. 


History: Para. 138(11.91)(d) amended, para. (d.1) added, by 1997, 

c. 25, subsec. 39(13); para. (d) applicable to 1997 et seq., and para. 

(d.1) applicable to 1996 et seq. Para. (d) formerly read: 
(d) for the purposes of paragraphs 12(1)(d) and (e), paragraph 
(4)(a) and subsection (9) and any regulations made under the 
definition “property used by it in the year in, or held by it in 
the year in the course of” in subsection (12), the insurer shall 
be'deemed to have.carried on the business referred to in para- 
graph (a).in Canada in. the immediately preceding taxation 
year referred to in paragraph (c) and to have claimed the max- 
imum amounts to which it would have been entitled under 

' subparagraphs (3)(a)(i), (ii) and (iv), paragraphs 20(1)(1) and 

(1.1) and 20(7)(c) of this Act and section 33 and paragraph 
138(3)(c) of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, for that year, 

Pre-RSC History: Subsec. 138(11.91) added by 1988, c. 55, sub- 

sec. 125(16), applicable to taxation years commencing after June 

17, 1987 that end after 1987. 


I.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(11.92) Computation of income where 
insurance business is transferred — Where, at 
any time in a taxation year, an insurer (in this sub- 
section referred to as the “vendor’”) has disposed of 


(a) all or substantially all of an insurance business 
carried on by it in Canada, or 


(b) all or substantially all of a line of business of 
an insurance business carried on by it in Canada 


to a person (in this subsection referred to as the “pur- 
chaser’) and obligations in respect of the business or 
line of businéss, as the case may be, in respect of 
which a reserve may be claimed under subparagraph 
(3)(a)(i) or (11) or paragraph 20(7)(c) (in this subsec- 
tion referred to as the “obligations”) were assumed 
by the purchaser, the following rules apply: 


(c) for the purpose of determining the amount of 
the gross investment revenue required to be in- 
cluded in’ computing the income of the vendor 
and the purchaser under subsection (9) and the 
amount of the gains and losses of the vendor and 
the purchaser from designated insurance property 
for the year 


(i) the vendor and the purchaser shall, in addi- 
tion to their normal taxation years, be deemed 
to have had a taxation year ending immedi- 
ately before that time, and 


(ii) for the taxation years of the vendor and 
the purchaser following that time, the business 
or line of business,:as the case may be, dis- 
posed of to, and the obligations assumed by, 
the purchaser shall be deemed to have been 
disposed of or assumed, as the case may be, 
on the last day of the taxation year referred to 
in subparagraph (i), 

(d) for the purpose of computing the income of 

the vendor and the purchaser for taxation years 
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ending after that time, 


(i) an amount paid or payable by the vendor to 
the purchaser in respect of the obligations, or 


(ii) an amount in respect of a commission paid 
or payable by the purchaser to the vendor in 
respect of the amount referred to in subpara- 
graph (1) 
shall be deemed to have been paid or payable or 
received or receivable, as the case may be, by the 
vendor or the purchaser, as the case may be, in 
the course of carrying on the business or line of 
business, as the case may be, and 


(e) where the vendor has disposed of all or sub- 
stantially all of an insurance business referred to 
in paragraph (a), the vendor shall, for the pur- 
poses of section 219, be deemed to have ceased 
to carry on that business at that time. 


Related Provisions: 181.3(3)(d)G)(A)CID, 
190.13(c)(i)(A)CID — Effect on capital tax. 


History: The opening words of para. 138(11.92)(c) amended by 
1997, c. 25, subsec. 39(14), applicable to the disposition by an in- 
surer of an insurance business or a line of business of an insurance 
business in its 1997 or a subsequent taxation year. The. opening 
words formerly read: 


(c) for the purpose of determining the amount of the gross 
investment revenue required to be included in the income of 
the vendor and the purchaser under subsection (9) and the 
amount of the gains and losses of the vendor and the: pur- 
chaser from property used by it in the year in or held by it in 
the year in the course of carrying on an insurance business in 
Canada 


Pre-RSC History: Subsec. 138(11.92) added by 1988, c: 55, sub- 
sec. 125(16), applicable to dispositions of an insurance business or a 
line of business of an insurance business occurring. after December 
15, 1987. 


(11.93) Property acquired on default in pay- 
ment — Where, at any time in a taxation’ year of an 
insurer, the beneficial ownership of property is ac- 
quired or reacquired by the insurer.in consequence of 
the failure to pay all or any part.of an amount (in this 
subsection referred to as the “insurer’s, claim”) ow- 
ing to the insurer at that time in respect of a bond, 
debenture, mortgage, agreement of sale or any other 
form of indebtedness owned by the insurer, the fol- 
lowing rules apply to the insurer: 


(a) section 79.1 does not, apply in respect of the 
acquisition or reacquisition; 

(b) the insurer shall be deemed to have acquired 
or reacquired, as the case may be, the property at 
an amount equal to the fair market value of the 
property, immediately before that time; 


(c) the insurer shall be deemed to have disposed 
at that time of the portion of the indebtedness 
represented by the insurer’s claim for proceeds of 
disposition equal to that fair market value and, 
immediately after that time, to have reacquired 
that portion of the indebtedness at a cost of nil: 


(d) the acquisition or reacquisition shall be 
deemed to have no effect on the form of the in- 
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debtedness; and 


(e) in computing the insurer’s income for the year 
or a subsequent taxation year, no amount is de- 
ductible under paragraph 20(1)(1) in respect of 
the insurer’s claim. . 


History: Subsec. 138(11.93) amended by 1995, c. 21, s. 39, appli- 
cable to property acquired or reacquired after February 21, 1994, 
other than acquisitions or reacquisitions pursuant to a court order 
made before February 22, 1994. Subsec. (11.93) formerly read: 


(11.93) Property acquired on default in payment — Not- 
withstanding section 79, where, at any time in a taxation year, 
an insurer has acquired or reacquired the beneficial owner- 
ship of property in consequence of another person’s failure to 
pay all or any part of an amount (in this subsection referred to 
as the “insurer’s claim”) owing by the other person. to the in- 
surer in respect of a bond, debenture, mortgage, agreement of 
sale or any other form of indebtedness owned by the insurer, 
the following rules apply: 


(a) in computing the other person’s proceeds of disposi- 
tion of the property, there shall be included the amount of 
the insurer’s claim; 

(b) any amount paid by the other person after the acquisi- 
tion or reacquisition, as the case may be, of the property 
on account of or in satisfaction of the insurer’s claim 
shall be deemed to be a loss of that person from the dis- 
position of the property for that person’s taxation year in 
which payment of that amount was made; 

(c) the insurer shall be deemed to have acquired or reac- 
quired, as the case may be, the property at an amount 
equal to the fair market value of the property, immedi- 
ately before that-time, and to have disposed of the bond, 
debenture, mortgage, agreement of sale or other form of 
indebtedness, as the case may be, for proceeds of disposi- 
tion equal. to that fair market value; 


(d) the cost amount to the insurer of the insurer’s claim 
shall be deemed to be nil and the insurer’s claim shall be 
deemed to be a bond, debenture, mortgage, agreement of 
sale or other form of indebtedness, as the case may be; 
and 


(e) in computing the insurer’s income for the year or a 
subsequent year, no amount is deductible in respect of 
the insurer’s claim by reason of paragraph 20(1)(1). 


Pre-RSC History: Subsec. 138(11.93) added by 1988, ¢. 55, sub- 
sec. 125(16), applicable to taxation years commencing after June 
17, 1987 that end after 1987. 


(11.94) Transfer of insurance business by 
resident insurer — Where 


(a) an insurer resident in Canada (in this subsec- 
tion referred to as the “transferor”) has, at any 
time in a taxation year, ceased to carry on all or 
substantially all of an insurance business carried 
on by it in Canada in that year, 


(b) the transferor has, at that time or within 60 
days thereafter, in the year transferred all or sub- 
stantially all of the property used or held by it in 
the year in the course of carrying on that insur- 
ance business in Canada to a corporation resident 
in Canada (in this subsection referred to as the 
“transferee”) that is a subsidiary wholly-owned 
corporation of the transferor which, immediately 
after that time, began to carry on that insurance 
business in Canada and the consideration for the 
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transfer includes shares of the abit stock of the 
transferee, 


(c) the transferee has, at that time or within 60 
days thereafter, assumed or reinsured all or sub- 
stantially all.of the obligations of the, transferor 
that arose in the course of carrying on that insur- 
ance business in Canada, and 


(d) the transferor and the transferee have ipainitly 


elected in prescribed form and in accordance with 


subsection (11.6), 


paragraphs (1. 5)(e) to (m) and ci upcerapen (1. He to | 


(11.9) apply in respect of the transfer. 


Related Provisions: 142.6(5), (6) — Acquisition of specified 
debt obligation by financial institution in rollover transaction; Reg. 


8101(4) — Inclusion in income of transferee re unpaid claims re-_ 
serve; Reg. 8103(4) — Mark-to-mafket — transition inclusion; Reg. | 


9204(3) — Residual portion of specified debt obligation. 


History: Para... 138(11.94)(b) amended by 1997, :c. 25, SUDSEC. 
39(15), applicable to, 1997 et seq. Para. (b) formerly. read: 


(b) the transferor, has, at that time or within 60.days thereaf- 
ter, transferred all or substantially all of the property used by 
it in the year in, or held by it in the year in the course of, 
carrying on that insurance business in Canada in that year toa 
corporation resident in Canada (in this subsection referred to 
as the “‘transferee”) that is a subsidiary wholly-owned corpo- 
ration of the transferor which, immediately after that; ime, 
commenced to carry on that insurance business in Canada and 
the consideration for the'transfer includes shares of the capital 
stock of the transferee, 


Pre-RSC History: Subsec. 138(11.94) added by 1988;'c. 55, sub- 


sec. 125(16), applicable to, transfers of an insurance. business after 
December 15, 1987. 


(12) Definitions — In this section, 
Pre-RSC History: The opening words referred to, other sections 


also. See now, subsecs. 12.2(12), 13(23.1), 200271) J O(LL), 
89(1.01), 111(7.11),-115(6) and 116(7) and s. 142.1. 


That portion of subsec. 138(12) preceding para. (a) amended by 
1980-81-82-83, c. 140, subsec. 96(7), to add references to sections 
12.2, 70, 89, 115, 116, applicable after November 12, 1981. 


That portion of subsec. 138(12) preceding para. (a) substituted by 
1980-81-82-83, c. 48, subsec. 79(3), to add reference to section 142, 
applicable to 1978 et seq. 


That portion of subsec. 138(12) preceding para. (a) shined by 
1977-78, c. 1, subsec. 68(14), to add reference to section 13 and 
subsection 111(7.1), applicable to 1977 et seq., and to section 20, 
applicable to 1978 et seq. 


“accumulated 1968 deficit” — [Repealed] © 


History: The definition “accumulated 1968 deficit” in subsec. 
138(12) repealed by 1997, c. 25, subsec. 39(16), applicable to 1997 
et seq. The definition formerly read: 


“accumulated 1968 deficit” of a life insurer means such 
amount as can be established by the insurer to be its deficit as 
of the end of its 1968 taxation year from carrying on its life 
insurance business in Canada on the assumption that the 
amounts of its assets and liabilities Gaeluding reserves of any 
kind) 


(a) as of the end of any, taxation year before its 1968 tax- 
ation year, were the amounts thereof determined for the 
purposes of the relevant authority, and 


(b) as of the end of its 1968 taxation year, were 


(i) in-respect of depreciable property, the capital cost 
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thereof as of the first day of its 1969 taxation year, 


(ii) in respect of policy reserves,. the insurer’s maxi- 
mum tax actuarial reserves for its 1968 taxation year 
for life insurance policies issued by it in the course 
of carrying on its life insurance business in Canada;: 
and 


(iii) in respect of other assets and liabilities, the 
amounts thereof determined as of the end of that year 
for the purpose of computing its income for its 1969 
taxation year; 
Pre-RSC History: The definition “accumulated 1968 deficit” was 
para. 138(12)(a). See Table of Concordance. . 


“amortized cost [para. 138(12)(b)]” — 
under former Act] 
Pre-RSC History: Para. 138(12)(b) soeca by 1988, c.55, sub- 


sec, 125(17), applicable to taxation years commencing after June 
17, 1987 that end after 1987. Para. 138(12)(b) formerly read: 


(b) “amortized cost” of a Canada security at a particular time 
to an insurer means the amount; if any, by which 


[Repealed 


(i) the aggregate of 
(A) the cost to the insurer of acquiring ‘the security, 
and 
(B), any amount in respect of the security. that 
(I) has been included by virtue of paragraph 
(4)(c) in computing the insurer’s income for, or 


(Il) has been’ deemed by virtue of paragraph 
142(3)(a) as it read in its application to the 1977 
taxation year to be a.gain for, 


any taxation year one oe or concurrently with 
that time, 


exceeds 
(ii) the aggregate of 


(A) the aggregate of all amounts that, before that 
time, the insurer became entitled to receive as, on ac- 
count or in lieu of payment of, or in satisfaction of 
the principal amount of the security, and 


(B) any amount in respect of the security that 
(I) was deductible under paragraph (3)(d) in 
computing the insurer’s income for, or 
(II) has been deemed by virtue of paragraph 
142(3)(b) as it read in its application to the 1977 
‘taxation year to be a loss for, 
any such taxation year; 
Subcls. 138(12)(b)(i)(B)(ID, (i)(B)(ID substituted by 1977-78, c. 1, 
subsecs. 68(15), (16), applicable to 1978 et seg. Subcls. 
138(12)(b)(i)(B)A1), (@i)(B)(ID formerly read: 
(I) has been deemed by virtue of paragraph 142(3)(a) to be a 
- gain for, ' 
(II) has been deemed by virtue of paragraph 142(3)(b) to be a 
loss for, 


Para. 138(12)(b) substituted by 1976-77, c. 4, subsec. 53(1), appli- 
cable to 1972 et seq. 


“amount payable”, in respect of a policy loan at a 
particular time, means the amount of the policy loan 
and the interest thereon that is outstanding at that 
time; 

Related Provisions: 148(9) — “amount payable”. 
Pre-RSC History: The definition “amount payable” 
138(12)(b.1). 

Para: 138(12)(b.1) added by 1977-78, c. 1, subsec. 68(17), applica- 


was para. 
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ble to 1978 et seq. 


“Canada security” — [Repealed] 


History: The definition “Canada security” in subsec. 138(12) re- 
pealed by 1995, c. 21, subsec. 57(15), applicable to taxation years 
that begin after February 22, 1994. The definition formerly read: 


“Canada security” in respect of a life insurer that carried on a 
business in Canada in‘a taxation year, means a bond, deben- 
ture, mortgage, agreement of sale or any other indebtedness 
that was property used by it in the year in, or held by it in the 
year in the course of, carrying on its life insurance business in 
Canada, other than property included in a segregated fund; 


Pre-RSC History: The definition “Canada security” was para. 
138(12)(c). 


Para. 138(12)(c) substituted by 1980-81-82-83, c. 140, subsec. 
96(8), applicable to dispositions occurring after November 12, 
1981. Para. 138(12)(c) formerly read: 


(c) “Canada security” of an insurer means a bond, debenture, 
mortgage, hypothec or agreement of sale that is non-segre- 
gated property used by it in, or held by it in the course of 
carrying on its life insurance business in Canada; 


“cost”? — [Repealed] 


History: The definition “cost” in subsec. 138(12) repealed by 1995, 
c. 21, subsec. 57(15), applicable to taxation years that begin after 
February 22, 1994. The definition formerly read: 


“cost” to an insurer of acquiring a mortgage includes any 
amount advanced by the insurer to the borrower by way of 
loan under the terms of the mortgage; 


Pre-RSC History: The definition “cost” was para. 138(12)(d). 


“designated insurance property” for a taxation 
year of an insurer (other than an insurer resident in 
Canada that at no time in the year carried on a life 
insurance business) that, at any time in the year, car- 
ried on an insurance business in Canada and in a 
country other than Canada, means property deter- 
mined in accordance with prescribed rules except 
that, in its application to any taxation year, “desig- 
nated insurance property” for the 1996 or a preced- 
ing taxation year means property that was, under this 
subsection as it read in its application to that year, 
property used by it in the year in, or held by it in the 
year in the course of carrying on an insurance busi- 
ness in Canada; 

Related Provisions: 138(11.31)(b) — Change in use rule for in- 
surance properties does not apply for purposes of this definition: 


248(1)“designated insurance property” — Definition applies to en- 
tire Act. 


History: The definition “designated insurance property” added to 
subsec. 138(12) by 1997, c. 25, subsec. 39(17), applicable to 1997 
et seq. 


“gross investment revenue” of an insurer for a tax- 
ation year means the amount determined by the 
formula 


A+B+C+D+E+F-G 
where 


A is the total of the following amounts included in 
its gross revenue for the year: 


(a) taxable dividends, and 
(b) amounts received or receivable as, on ac- 
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count of, in lieu of or in satisfaction of, inter- 
est, rentals or royalties, other than amounts in 
respect of debt obligations to which subsec- 
tion 142.3(1) applies for the year, 


B is its income for the year from each trust of which 
it is a beneficiary, 


C is its income for the year from each partnership 
of which it is a member, 


D is the total of all amounts required by subsection 
16(1) to be included in computing its income for 
the year, 


E is the total of 


(a) all amounts required by paragraph 
142.3(1)(a) to be included in computing its in- 
come for the year, and 


(b) all amounts required by subsection 12(3) 
or 20(14) to be included in computing its in- 
come for the year except to the extent that 
those amounts are included in the computation 


of A, 
F is the amount determined by the formula 
V-W 
where 


V_ is the total of all amounts included under para- 
graph 56(1)(d) in computing its income for 
the year, and 

W is the total of all amounts deducted under par- 
agraph 60(a) in computing its income for the 
year, and 

G is the total of all amounts each of which is 


(a) an amount deemed. by subparagraph 

16(6)(a)(ii) to be paid by it in respect of the 

year as interest, or 

(b) an amount deductible under paragraph 

142.3(1)(b) in computing its income for the 

year; 
Related Provisions: 148(9) — “interest”: 
amounts cannot calculate to less than zero. 


257 — Formula 


History: The description of A in the definition “gross investment 
revenue” in subsec. 138(12) amended by 1995, c. 21, subsec. 
57(17), applicable to taxation years that end after February 22, 
1994. The description of A formerly read: 


A is the total of all taxable dividends and amounts received 
or receivable as, on account of, in lieu of or in satisfac- 
tion of, interest, rentals or royalties included in its gross 
revenue for the year, 


The description of E in the definition “gross investment revenue” in 
subsec. 138(12) amended by 1995, c. 21, subsec. 57(18), applicable 
to taxation years that end after February 22, 1994. The description 
of E formerly read: 


E__ is the total of all amounts required by subsection 12(3) or 
20(14) to be included in computing its income for the 
year except to the extent that those amounts are included 
in the computation of A, 


The first formula in the definition “gross investment revenue” in 
subsec. 138(12) amended to add G, and the description of G added, 
by 1995, c. 21, subsecs. 57(16) and (19), applicable to taxation 
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years that end after October 16, 1991, except that, in its application 
to taxation years that end before February 23, 1994, the description 
of G shall be read as follows: 


G is the total of all amounts deemed by subparagraph 
16(6)(a)(ii) to be paid by it in respect of the year as 
interest; | 

In “gross investment revenue” in subsecs. 138(12), the element F 
was added to the formula, the description of A-was amended, and 
the description of F was added, by 1994, c. 7, Sch. 11 (1991, c. 49), 
subsecs. 114(4.1), (5), (6), applicable to, 1990 et seg: The descrip- 
tion of A formerly read: 


A is the total amount of all taxable dividends, interest, rent- 
als and royalties included in.the insurer’s gross revenue 
for the year, 


Pre-RSC History: The definition “gross investment revenue” was 
para. 138(12)(e). Descriptive subparagraphs have been replaced by 
the formula. The pre-R.S.C. version read: 


(e) “gross investment revenue” — “gross investment reve- 
nue” of an insurer for a taxation year means the aggregate of 


(i) all taxable dividends, interest, ‘rentals,and royalties 
included in its gross revenue for the year, 


(ii) its income for the year from each trust of which it is a 
beneficiary, 

(iii) its income for the year from each partnership of 
which it is a member, : 


(iv) all amounts required by subsection 16(1) to be in- 
cluded in computing its income for thé year, and 


(v) all amounts required by subsection 12(3) or 20(14) to 
be included in computing its.income for the year except 
to the extent that such amounts are amounts included in 
computing its gross investment revenue by virtue of sub- 
paragraph (i); 
Para. 138(12)(e) substituted by 1977-78, c. 1, subsec. 68(18), appli- 
cable to 1978 et seg. Para. 138(12)(e) formerly read: 


(e) “gross investment revenue” of an insurer for a taxation 
year means the aggregate of its dividend, interest, rental and 
royalty revenue (other than dividends that are not taxable div- 
idends) for the year and any amounts required by subsection 
16(1) to be included in computing its income for the year; 


“sroup. term insurance _ policy 


138(12)(p)]’’ — [Repealed under former Act] 


History: This definition was moved from, para. 138(12)(p) to sub- 
sec. 138(15) in the R.S.C. 1985 (Sth Supp.). 


[para. 


“interest”, in relation to a policy loan, means the 
amount in respect of the policy loan that is required 
to be paid under the terms and conditions of the pol- 
icy in order to maintain the policyholder’s interest in 
the policy; | 

Pre-RSC History: The definition 
138(12)(e.1). 

Para. 138(12)(e.1) added by 1977-78, c. 1, subsec. 68(18), applica- 
ble to 1978 et seq: 


“interest” was para. 


“Jife insurance policy” includes an annuity contract 
and a contract all or any part of the insurer’s reserves 
for which vary in amount depending on the fair mar- 
ket value of a specified group of assets; 

Related Provisions: 12.2(10)— Riders; 211(1) — “Life insur- 
ance policy” for purposes of Part XII.3 tax; 248(1)‘life insurance 
policy” — Definition applies to entire Act. 

Pre-RSC History: The definition “life insurance policy” was 
para. 138(12)(f). 


S. 138(12) pol 


Interpretation Bulletins: [T-87R2: Policyholders’ income from 
life insurance policies; IT-355R2: Interest on loans to buy life insur- 
ance policies and annuity contracts, and interest on policy loans. 


‘life insurance policy in Canada” means a life in- 
surance policy issued or effected by an insurer on the 
life of a person resident in Canada at the time the 
policy was issued or effected; 

Related Provisions: 248(1)“life insurance policy in Canada” — 
Definition applies to entire Act. 

Pre-RSC History: The definition “life insurance policy in Can- 
ada” was para. 138(12)(g). 

Interpretation Bulletins: IT-355R2: Interest on loans to buy life 


insurance policies and annuity contracts, and interest on policy 
loans. 


“maximum tax actuarial reserve” for a particular 
class of life insurance policy for a taxation year of a 
life insurer means, except as otherwise expressly 
prescribed, the maximum amount allowable under 
subparagraph (3)(a)(i) as a policy reserve for the 
year in respect of policies of that class, 


Pre-RSC History: The definition 
serve” was para. 138(12)(h). 


“maximum tax actuarial re- 


“net Canadian life investment income [para. 
138(12)()]”? — [Repealed under former Act] 
Pre-RSC History: Para. 138(12)(i) repealed by 1980-81-82-83, c. 


48, subsec. °79(4), applicable to 1978 ef seg. Para. 138(12)() for- 
merly read: 


(i) “net Canadian life investment income” has the meaning 
assigned by subsection 209(2); 


“non-segregated property” of an insurer means its 
property other than property included in a segregated 
fund; 


Related Provisions: 181.3(1)(a) — Taxable capital employed in 
Canada of financial institution. 
Pre-RSC History: The definition “ 
para. 138(12)(j). 


non-segregated property” was 


“participating life insurance policy” means a life 
insurance policy under which the policyholder is en- 
titled to share (other than by way of an experience 
rating refund) in the profits of the insurer other than 
profits in respect of property in a segregated fund; 


Pre-RSC History: The definition 
policy” was para. 138(12)(k). 


“participating life insurance 


“policy loan” means an amount advanced at a par- 
ticular time by an insurer to a policyholder in accor- 
dance with the terms and conditions of a life insur- 
ance policy in Canada; 
Pre-RSC History: The definition 
138(12)(k.1). 

Para. 138(12)(k.1) substituted by 1988, c, 55, subsec.,125(18),,.ap- 
plicable to taxation years commencing after June 17, 1987 that end 
after 1987. Para. 138(12)(k.1) formerly read: 


(k.1) “policy loan” — “policy loan” means an amount ad- 
vanced at a particular time by an insurer to a policyholder in 
accordance with the terms and conditions of a life insurance 
policy in Canada but not exceeding the lesser of 


“policy loan”. was. para. 


(i) the amount so advanced, and 
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(ii) the amount, if any, by which 


(A) the cash surrender value of the policy immedi- 
ately before that time 


exceeds 


(B) the aggregate of all amounts each of which is a 
balance outstanding immediately before that time in 
respect of an amount so advanced; 


Para. 138(12)(k.1) substituted by 1980-81-82-83, c. 48, subsec. 
79(5), applicable to 1978 et seq. 


Para. 138(12)(k.1) added by 1977-78, c. 1, subsec. 68(19), applica- 
ble to 1978 et seq. 


Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans. 


“property used by it in the year in, or held by it in 
the year in the course of” — [Repealed] 


Related Provisions: 18(5)— Meaning of certain expressions; 
138(11.91)(d) — Computation of income of non-resident insurer. 


History: The definition “property used by it in the year in, or held 
by it in the year in the course of” in subsec. 138(12) repealed by 
1997, c. 25, subsec. 39(16), applicable to 1997 et seg. The definition 
formerly read: 


“property used by it in the year in, or held by it in the year in 
the course of” carrying on an insurance business in Canada 
means, in the case of an insurer (other than a resident of Can- 
ada that does not carry on a life insurance business) that car- 
ried on an insurance business in Canada and in a country 
other than Canada, property determined in accordance with 
prescribed rules; 


Pre-RSC History: The definition “property used by it in the year 
in, or held by it in the year in the course of” was para. 138(12)(1). 


Para. 138(12)(1) substituted by 1977-78, c. 1, subsec. 68(19), appli- 
cable to 1978 et seg. Para. 138(12)(1) formerly read: 


(1) “property used in the year in, or held in the course of” 
carrying On an insurance business in Canada means, in rela- 
tion to any taxation year of an insurer in respect of which the 
insurer has made an election under subsection (9), such por- 
tion of the property used by it in the year in, or held by it in 
the year in the course of, carrying on an insurance business in 
Canada (determined without reference to this paragraph) as is 
designated by it in its return of income for the year required 
by this Part to be filed with the Minister, to be, for the pur- 
poses of this Act, property used by it in, or held by it in the 
course of carrying on an insurance business in Canada, except 
that in no case shall the value (within the meaning assigned 
by paragraph 219(7)(e)) of the portion so designated be less 
than the amount that would, if the insurer had not so elected, 
have been the insurer’s Canadian investment fund (within the 
meaning prescribed for that expression for the purposes of 
Part XIV) at the end of the immediately preceding taxation 
year; 
Selected Cases [subsec. 138(12)“property used ...”]: Vic- 
tory Reinsurance Co. v. MNR, [1992] 2. C.T.C. 2200 (TCC) 
(Amount of reserve reported to Superintendent of Insurance was 
amount of reserve under Act). 


Regulations: 2400 (prescribed rules). 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1). 


“qualified related corporation” of a non-resident 
insurer has the meaning assigned by subsection 
219(8); 

Pre-RSC History: The definition “qualified related corporation” 
was para. 138(12)(1.1). 
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Para. 138(12)(1.1) added by 1988, c. 55, subsec. 125(19), applicable 
to taxation years commencing after June 17, 1987 that end after 
1987. 


“relevant authority” — [Repealed] 


History: The definition “relevant authority” in subsec. 138(12) re- 
pealed by 1997, c. 25, subsec, 39(16), applicable to 1997 et seg. The 
definition formerly read: 

“relevant authority”, in relation to a, life insurer, means 


(a) the Superintendent of Financial Institutions, if the in- 
surer is required by law to report to the Superintendent of 
Financial Institutions, or 


(b) in any other case, the superintendent of insurance or 
other similar officer or authority of the province under 
the laws of which the insurer is incorporated; 


Pre-RSC History: The definition “relevant authority” was para. 
138(12)(m). 

Subpara. 138(12)(m)(i) amended by 1987, c.'23,.s. 38, in force July 
2, 1987. Subpara. (m)(i) formerly read: 


(i) the Superintendent of Insurance for Canada, if the insurer 
is required by law to report to him, or 


“segregated fund” has the meaning given that ex- 
pression in subsection 138.1(1); 

Pre-RSC History: The definition “segregated fund” was para. 
138(12)(n). 


Para. 138(12)(n) substituted by 1977-78, c. 1, subsec. 68(20), appli- 
cable to 1978 et seq., to substitute “138.1(1)” for “148(1)”. 


“surplus funds derived from operations” of an in- 
surer as of the end of a particular taxation year 
means the amount determined by the formula 


(A+B+C)-(D+E+F+G+H) 
where 


A. is the total of the insurer’s income for each taxa- 
tion year in the period beginning with its 1969 
taxation year and ending with the particular year 
from all insurance businesses carried on by it, 


B is the total described 
(4.1)(a)(ii)(B)(IV), and 


C is the total of all profits or gains made by the’ in- 
surer in the period in respect of non-segregated 
property of the insurer disposed of by it that was 
used by it in, or held by it in the course of, carry- 
ing on an insurance business in Canada, except to 
the extent that those profits or gains have been or 
are included in computing the insurer’s income or 
loss, if any, for any taxation year in the period 
from carrying on an insurance business, | 


D is the total of its loss, if any, for each taxation 
year in the period from all insurance businesses 
carried on by it, 

Eis the total of all losses sustained by the insurer in 
the period in respect of non-segregated property 
disposed of by it that was used by it in, or held by 
it in the course of, carrying on an insurance. busi- 
ness in Canada, except to the extent that those 
losses have been or are included in computing the 
insurer’s income or loss, if any, for any taxation 
year in the period from carrying on an insurance 


in subclause 
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business, 
Fis the total of 


(a) all taxes payable under this Part by the in- 
surer, and all income taxes payable by it under 
the laws of each province, for each taxation 
year in the period, except such portion thereof 
as would not have been payable by it if sub- 
section (7) had not been enacted, and 


(b) all taxes payable under Parts I.3 and VI by 
the insurer for each taxation year in the 
period, 


G is the total of all gifts made in the period by the 
insurer to a person, or organization described in 
paragraph 110.1(1)(a) or (b), and 


H_ is the amount determined by the formula 


M-N 
where 


M. is the amount determined in respect of the in- 
surer for the particular taxation year under 
clause (3)(a)(iii)(A), and 


N is the amount so determined under clause 
(3)(a)@ii)(B); 


Related Provisions: 257 — Formula amounts.cannot calculate to 
less than zero. 


History: The description of F in the definition “surplus funds de- 
rived from operations” in subsec. 138(12) substituted by 1994, c. 
21, s. 66, applicable to 1992 et seq. That description formerly read: 


F is the total of any taxes payable by the insurer under this 

“Part and any income tax payable by it under the laws of 
any province for each taxation year in the period, except 
such portion thereof as would not have been payable by it 
if subsection (7) had not been enacted, 


Pre-RSC History: The definition “surplus funds derived from 
operations” was para. 138(12)(0). Descriptive subparagraphs have 
been replaced by the formula. The pre-R.S.C. version read: 


(o) “surplus funds derived from operations” of an insurer as 
of the end of a particular taxation year means the aggregate 
of 
(i) its income for each taxation year in the period begin- 
ning with its 1969 taxation year and ending with the par- 
ticular year from all insurance businesses carried on by 
It, 


(i.1)..the aggregate 
(4.1)(a)(ti)(B)(IV),. and 


(ii) all profits or gains made by the insurer in the period 
in respect of non-segregated property of the insurer dis- 
posed of by it that was used by it in, or held by it in the 
course of, carrying on an insurance business in Canada, 
except to the extent that such profits or gains have been 
or are included in computing the insurer’s income or 
loss, if any, for any taxation year in the period from car- 
rying on an insurance business, 


described in  subclause 


minus the aggregate of 


(iii) its loss, if any, for each taxation year in the period 
from all insurance businesses carried on by it, 


(iv) all losses sustained by the insurer in the period in 
respect of non-segregated property disposed of by it that 
was used by it in, or held by it in the course of, carrying 
on an insurance business in Canada, except to the extent 
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that such losses have been or are included in computing 
the insurer’s income or loss, if any, for any taxation year 
in the period from carrying on an insurance business, 


(v) the aggregate of any taxes payable by the insurer 
under this Part and any income tax payable by it under 
the laws of any province for each taxation year in the 
period, except such portion thereof as would not have 
been payable by it if subsection (7) had not been enacted, 


(vi) all gifts made in the period by the insurer to a person 
or organization described in paragraph 110.1(1)(a) or 
(b), and 


(vii) the amount, if any, by which the amount determined 
in respect of the insurer for the particular taxation year 
under clause (3)(a)(iii)(A) exceeds the amount so deter- 
mined under clause (3)(a)(iii)(B); 


Subpara. 138(12)(0)(vi) amended to substitute “paragraph 
110.1(1)(a) or (b)” for “paragraph 110(1)(a) or (b)”, by 1988, c. 55, 
subsec. 125(20), applicable to 1988 et seq. 


Subpara. 138(12)(0)(i.1) added by 1977-78, c. 1, subsec. 68(21), ap- 
plicable to 1977 et seq. 


1.T. Application Rules: 60.1 (reference to “this Part” in descrip- 
tion of F includes Part IA of pre-1972 Act). 


“1975 branch accounting election deficiency” of 
an insurer that has made an election under subsection 
138(9) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in its appli- 
cation to the 1977 taxation year, in respect of its 
1975 taxation year means the amount determined by 
the formula 


(A +B)-(C+D+E+F+G) 
where 


A. is such portion of the total of the insurer’s gross 
investment revenue and all amounts determined 
under paragraphs (4)(b) and (c) as would have 
been required to be included in computing its in- 
come for its 1975 taxation year if 


(a) it had not made the election under subsec- 
tion 138(9) of that Act in respect of that year, 
and 


(b) where it had made the election under sub- 
section 138(9) of that Act in respect of its 
1974 taxation year, it had adopted for its 1975 
taxation year, with the concurrence of the 
Minister, the method required by subsection 
138(9) of that Act if it had not elected under 
that subsection and the Minister had specified 
no terms and conditions under subsection 
138(10) of that Act, 


B_ is the total of the amounts deducted in computing 
the insurer’s income for its 1975 taxation year 
under paragraphs (3)(b) and (d), 

C. is the total of the insurer’s gross investment reve- 
nue included in computing its income for its 1975 
taxation year and the amounts included in com- 
puting its income for that year under paragraphs 
(4)(b) and (c), 

D is such portion of the total of all amounts deter- 
mined under paragraphs (3)(b) and (d) as would 
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have been deductible in computing the insurer’s 
income for its 1975 taxation year if 


(a) it had not made the election under subsec- 
tion 138(9) of that Act in respect of that year, 
and 


(b) where it had made the election under sub- 
section 138(9) of that Act in respect of its 
1974 taxation year, it had adopted for its 1975 
taxation year, with the concurrence of the 
Minister, the method required by subsection 
138(9) of that Act if it had not elected under 
that subsection and the Minister had specified 
no terms and conditions under. subsection 
138(10) of that Act, 


Eis the amount determined by the formula 


Ps+,Q 
where 


P is the total of the insurer’s outlays or expenses 
that would have been deductible in computing 
its income from its,insurance businesses for 
its 1975 taxation year (other than amounts de- 
ductible under subsection (3), section 140 and 
regulations made under paragraph 20(1)(a) 
and 20(7)(c)), if 


(a) it had not made the election under sub- 
section 138(9) of that Act in respect of that 
year, and 


(b) where it had made the election under 
subsection 138(9) of that Act in respect of 
its 1974 taxation year, it had adopted for 
its 1975 taxation year, with the concur- 
rence of the Minister, the method required 
by subsection 138(9) of that Act if it had 
not elected under that subsection and the 
Minister had specified no terms and condi- 
tions under subsection 138(10) of that Act, 


Q is the total of the insurer’s outlays or expenses 
deducted in computing its income from its in- 
surance businesses for its 1975 taxation year 
(other, than amounts. deducted. under subsec- 
tion (3), section, 140.and.regulations made 
under paragraphs 20(1)(a) and 20(7)(c)), 


F is the amount of the msurer’s 1975-76 excess pol- 
icy dividend deduction, and 


G is the amount of the insurer’s 1975-76 excess pol- 
icy dividend reserve; 


Related Provisions: 257 — Formula amounts cannot calculate to 
less than zero. 


Pre-RSC History: The definition “1975 branch accounting elec- 
tion deficiency” was para. 138(12)(q). Descriptive subparagraphs 
have been replaced by the formula. See. Table of Concordance. 


Para. 138(12)(q) added by 1977-78, c.'1, subsec. 68(22), applicable 
to 1977 et seg. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess additional group term reserve” 
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of an insurer that has made an election under subsec- 
tion 138(9) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as it read in its 
application to the 1977 taxation year, in respect of its 
1975 taxation year means the amount determined by 
the formula 


A—B 
where 


A is the amount that would have been deductible 
under subparagraph (3)(a)(ii) in computing the 
insurer’s income for its 1976 taxation year if it 
had claimed the maximum allowable amount 

_ under that subparagraph for that year, and 


B is the amount deducted under that subparagraph 
in computing its income for its 1976 taxation 
year; 

Related alr tt 257 — Formula cannot calculate to less than 

Zero. 


Pre-RSC History: The definition “1975-76 excess additional 
group term reserve’ was para. 138(12)(w). Descriptive ‘subpara- 
graphs have been replaced by the formula. See‘Table of 
Concordance. 

Para. 138(12)(w) added by 1977-78, c. 1, subsec. 68(22),-applicable 
to 1977 ef seq. 

I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess capital cost allowance” of depre- 
ciable property of a prescribed class‘of an insurer 
that has made.an election under subsection 138(9) of 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application to 
the 1977 taxation year, in respect of its 1975 taxation 
year means the amount determined by the formula 


(A+B)—C 
where 
A is the, amount determined by the formula 


| na @) 

where 

P is the amount that would have been deductible 
under paragraph 20(1)(a) by the insurer in 
computing its income for its 1975 taxation 
year with respect to that class, if it had 
claimed the maximum allowable amount 
under that paragraph in that year with respect 
to that class and if 


(a) it had not made the election under sub- 
section 138(9) of that Act in respect of its 
1975 taxation year, and 


(b) where it made the election under sub- 
section 138(9) of that Act in respect of its 
1974 taxation year, it had adopted for its 
1975 taxation year, with the concurrence 
of.the Minister, the method required by 
subsection 138(9) of that Act if it had not 
elected under that subsection and the Min- 
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ister had specified no terms and conditions 
under subsection 138(10) of that Act, and 


Q is the amount deducted under paragraph 
20(1)(a) by the insurer in computing its in- 
come for its 1975 taxation year with respect to 
that class, 


B is the amount determined by the formula 


R-S 
where 


R_ is the amount that would have been deductible 
under paragraph 20(1)(a) by the insurer in 
computing its income for its 1976 taxation 
year with respect to that class if it had claimed 
the maximum allowable amount under that 
paragraph in that year and in its 1975 taxation 
year with respect to that class on the basis of 
the assumptions made in paragraphs (a) to (d) 
of the description of A in the definition 
1975-76 excess policy dividend reserve’ in 
this subsection, and 


S is the amount deducted under paragraph 
20(1)(a) by the insurer in computing its in- 
come for its 1976 taxation year with respect to 
that class, and 


C is the amount determined by the formula 


T-U 
where 
T is the amount determined for S, and 


U is the amount determined for R; 


Related Provisions: 257 — Formula amounts cannot calculate to 
less than zero. 


Pre-RSC History: The definition “1975-76 excess capital cost 
allowance” was para. 138(12)(u). Descriptive subparagraphs have 
been replaced by the formula. See Table of Concordance. 

Para. 138(12)(u) added by 1977-78, c. 1, subsec. 68(22), applicable 
to 1977 et seq. 

1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess investment reserve” of an insurer 
that has made an election under subsection 138(9) of 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application to 
the 1977 taxation year, in respect of its 1975 taxation 
year means the amount determined by the formula 


A-B 
where 


A is the amount that would have been deductible 
under paragraph 138(3)(c) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, by the insurer in computing its income for 
its 1976 taxation year if it had claimed the maxi- 
mum allowable amount under that paragraph in 
that year and that amount was determined with- 
out reference to subparagraph 138(3)(c)(ii) of that 
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Act, and 


Bis the amount deducted by the insurer under para- 
graph 138(3)(c) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, in 
computing its income for its 1976 taxation year; 

Related Provisions: 257 — Formula cannot calculate to. less than 

Zero. 


Pre-RSC History: The definition “1975-76 excess investment re- 
serve” was para. 138(12)(t). Descriptive subparagraphs have been 
replaced by the formula. See Table of Concordance. 


Para. 138(12)(t) added by 1977-78, c. 1, subsec. 68(22), applicable 
to 1977 et seq. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


‘1975-76 excess policy dividend deduction” of an 
insurer that has made an election under subsection 
138(9) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in its appli- 
cation to the 1977 taxation year, in respect of its 
1975 taxation year means the amount determined by 
the formula 


(A +B)-—C 
where 
A is the amount determined by the formula 
Erm 
where 


P is the amount that would have been deductible 
under subparagraph (3)(a)(iii) by the insurer 
in computing its income for its 1975 taxation 
year if that amount had been determined on 
the assumptions made in paragraphs (a) to (d) 
of the description of A in the definition 
“1975-76 excess policy dividend reserve” in 
this subsection, and 


Q is the amount deducted under subparagraph 
(3)(a)(iii) by the insurer in computing its in- 
come for its 1975 taxation year, 

Bis the amount determined by the formula 


RS 
where 


Ris the amount that would have been deductible 
under subparagraph (3)(a)(iii) by the insurer 
in computing its income for its 1976 taxation 
year if that amount had been determined on 
the basis that the amount of its income for that 
year from its participating life insurance busi- 
ness carried on in Canada was computed in 
accordance with prescribed rules on the as- 
sumptions made in paragraph (e) of the 
description of A in the definition “1975-76 
excess policy dividend reserve” in this subsec- 
tion, and 

S is the amount deducted by the insurer under 
subparagraph (3)(a)(iii) in computing its in- 
come for its 1976 taxation year, and 
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C is the amount determined by the formula 


T)-.U 
where 
’'T is the’amount determined for S, and 


U is the amount determined for R; 


Related Provisions: 257. — Formula amounts cannot caleulate to 
less than zero. 


Pre-RSC History: The definition “1975-76 excess bins dividend 
deduction” was para. 138(12)(r). Descriptive subparagraphs have 
been replaced by the formula. See Table of Concordance. 


Para. 138(12)(r) added by 1977-78, c. 1, subsec. oRSE applicable 
to 1977 et seq. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“*1975+76 excess policy dividend reserve” of an in- 
surer that has made an election under subsection 
138(9) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in its appli- 
cation to the 1977 taxation year, in respect of its 
1975 taxation year means the amount determined by 
the formula 


A-—B 
where 
A is the amount that would have been deductible 


under subparagraph (3)(a)(iv) by the insurer in — 


computing its income for its 1976 taxation year if 


(a) it had not made the election under subsec- 
tion 138(9) of that Act in respect of its 1975 
taxation year, 


(b) where it made an election under subsec- 


tion 138(9) of that Act in respect of its 1974 


taxation year, it had adopted for its 1975 taxa- 


tion year, with the concurrence of the Minis- 


ter, the method required by subsection 138(9) 
of that Act if it had not elected under that sub- 
section and the Minister had specified no 
terms and conditions under . subsection 
138(10) of that Act, 


(c) it had claimed the maximum allowable 
amount under paragraph 138(3)(c) of the Jn- 
come Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in computing its in- 
come for its 1975 taxation year, 


(d) it had claimed the maximum’ allowable 
amount that would have been deductible 
under regulations made under paragraph 
20(1)(a) in computing its income for its 1975 
taxation year with respect to property of each 
of its prescribed classes, and 


(e) the amount of its income for its 1976 taxa- 
tion year from its participating life insurance 
business carried on in Canada was computed 
in accordance with prescribed rules and as if 
the amount deducted under subparagraph 
(3)(a)(iv) by it in computing its income for its 
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1975 taxation year'was the amount that would 
have been deductible under that subparagraph 
on the basis of the assumptions made in 
paragraphs (a) to (d) of this description, and 


B is the amount deducted by the insurer under sub- 
paragraph (3)(a)(iv) in computing its income for 
its 1976 taxation: year; 


Related Provisions: 257 — Formula cannot calculate to ius than 
zero. 


Pre-RSC History: The definition “1975-76 excess poliey dividend 
reserve” was para. 138(12)(s). Descriptive subparagraphs,.have 
been replaced by the formula. See Table of Concordance. 


Para. 138(12)(s) added by 1977- 78, c. 1, subsec. -68(22), applicable 
to 1977 et seq. 


I.T. Application Rules: 69 (meaning of * idea Tax Act, chapter 
148 of the Revised Statutes of Canada; 1952”). ~~ 


1975-76 excess policy reserves” of an insurer that 
has made an election under subsection 138(9) of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada; 1952, as it réad in its application to the 
1977 taxation year, in respect of its: 1975 taxation 
year means the amount determined by the formula 


A-B 
where 


A is the amount that would have. been deductible 
under subparagraph (3)(a)(i) in computing the in- 
surer’s income for its 1976 taxation year if it had 
claimed the maximum allowable amount under 
that subparagraph for that year, and 


B is the amount deducted under that subparagraph 
in computing its income for ‘its Mei Ade taxation 
year. 

Related Provisions: 257 — Formula cannot calculate to less than 

Zero. 


Pre-RSC History: The definition “1975-76 excess policy 
reserves” was para. 138(12)(v). Descriptive Eee have 
been replaced by the formula. 


Para. 138(12)(v) added by 1977-78, c. 1, subsec. 68(22), ee 
to 1977 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act. pas 
148 of the Reyised Statutes of Canada, 1952”). ’ 


Related Provisions [subsec. 138(12)]: 21 1(1) aa tia 


(13) Variation in “tax basis” and “amortized 
cost” — Where 


(a) in a taxation year that. ended after 1968. and 
before 1978 an insurer carried on a life insurance 
business in Canada and-an insurance business in a 
country other than Canada, 


(b) the insurer did not make an election in Be Bey 
of the year under subsection, 138(9) of the Income 
Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it applied to that year, and 


(c) the ratio of the value for the: year ‘of; the in- 
surer’s specified. Canadian. assets to its. Canadian 
investment fund for-the year exceeded: one, 


each of the amounts included or deducted’as' follows 
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in respect of the year shall be multiplied by the ratio 
referred to in paragraph (c): 


(d) under paragraph (c), (d), (k) or (1) of the defi- 
nition “tax basis” in subsection 142;4(1) in deter- 
mining the tax basis of a debt obligation to the 
insurer, or 


(e) under paragraph (c), (d), or (h) of the defi- 
nition “amortized cost” in subsection 248(1) in 
determining the amortized cost of a debt obliga- 
tion to the insurer. 


Related Provisions: 138(14) — Meaning of. certain expressions; 
142.4(1)‘‘tax basis’(c), (d), (k), (1) — Disposition of specified debt 
obligation by financial institution. 


History: Subsec. 138(13) amended. by 1995, c. 21, subsec. 57(20), 
applicable to taxation years that end after February 22, 1994. Sub- 
sec. (13) formerly read: 


(13) Where meaning of “amortized cost” varied — For the 
purposes of the definition “amortized cost’ .in subsection 
248(1), where in a taxation year ending after 1968 and before 
the particular time referred to in that definition an insurer car- 
ried on a life insurance business in Canada and an insurance 
business in a country other than Canada and has not made an 
election under subsection 138(9) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, as it 
read in its application to the 1977 taxation year, in respect of 
that year, each of the amounts referred to in paragraph (c), 
(d), (f) or (h) in that definition shall, in respect of that year, be 
deemed to be the greater of 


(a) each such amount, and 


(b) that proportion of the amount referred to in paragraph 
(a) that the value for the taxation year of the insurer’s 
specified Canadian assets is of its Canadian investment 
fund for the taxation year. 


Pre-RSC History: Subsec. 138(13) amended to substitute that 
portion preceding para. (a) by 1988, c.55, subsec, 125(21), applica- 
ble to taxation years commencing after. June 17, 1987 that end after 
1987. That portion formerly read: 


(13) Where meaning of amortized cost varied — For the 
purposes of paragraph (12)(b), where in a taxation year end- 
ing after 1968 and before the particular time referred to in 
that paragraph an insurer carried'on a life insurance business 
in Canada and an. insurance business in a country other than 
Canada and has not made an election under subsection (9) as 
it read in its application to the 1977 taxation year in respect of 
that year, each of the amounts referred to in clause 
(12)(b)(i)(B) or (b)(Gi)(B) shall, in respect of that year, be 
deemed to be the greater of 
All that portion of subsec. 138(13) preceding para. (a) substituted 


by 1977-78, c. 1, subsec. 68(23), applicable to 1978 et seq., to add 
“as it read in its application to the 1977 taxation. year”. 


Subsec. 138(13) added by 1976-77, c. 4, subsec. 53(2), applicable to 
1972 et seq. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(14) Meaning of certain expressions — For the 
purposes of subsection (13), the expressions “Cana- 
dian investment fund for a taxation year’, “specified 
Canadian assets” and ‘‘value for the taxation year” 
have the meanings prescribed therefor. 

Pre-RSC History: Subsec. 138(14) added by 1976-77, c. 4, sub- 
sec. 53(2), applicable to 1972 et seq. 


Regulations: 2405(2) (prescribed meanings). 


S. 138 


(15) Definition not to apply — In this section, in 
construing the meaning of the expression “group 
term insurance policy”, the definition “group term 
life insurance policy” in subsection 248(1) does not 


apply. 
Pre-RSC History: Subsec. 138(15) was para. 138(12)(p). 


(16) [Repealed under former Act] 


Pre-RSC History [former subsec. 138(15), and subsec. 
138(16)]: Former subsec. 138(15) and subsec. (16) repealed by 
1977-78, c. 1, subsec. 68(24), applicable to 1978 et seg. Subsecs. 
138(15), (16) formerly read: 


(15) Designation of property by Minister — Notwithstand- 
ing paragraph (12)(1), where in a taxation year of an insurer in 
respect of which the insurer has made an election under sub- 
section (9), 


(a) the gross investment revenue of the insurer for the 
year that would have: been determined in accordance with 
paragraph (9)(b) to be applicable to the carrying on by 
the insurer of a particular insurance business in Canada if 
the insurer had not so elected, 


exceeds 


(b) the gross investment revenue of the insurer for the 
year from property that the insurer has designated in its 
return of income for the year to be property used by it in. 
the year in, or held by it in the year in the course of, car- 
rying on that particular insurance business in Canada, 


the Minister may designate property of the insurer (other than 
property designated by the insurer with respect to that partic- 
ular insurance business or with respect to any other insurance 
business. carried on by the insurer in Canada) to be, for the 
purposes-of this Act, property used by the insurer in the year 
in, or held by it in the year in the course of, carrying on the 
particular insurance business in Canada, but the gross invest- 
ment revenue from property so designated by the Minister 
shall not be greater than the amount by which the gross in- 
vestment revenue described in paragraph (a) exceeds the 
gross investment revenue described in paragraph (b). 


(16) Property deemed to be designated property — Prop- 
erty of an insurer designated by the Minister pursuant to sub- 
section (15) shall be deemed to be property designated by that 
insurer for the purposes of paragraph (12)(1). 


Subsecs. 138(15), (16) added by 1976-77, c. 4, subsec. 53(2), appli- 
cable to 1976 et seq. 


Definitions [s. 138]: “accumulated 1968 deficit” — 138(12); “af- 
filiated” — 251.1; “allowable capital loss” — 38(b), 248(1); “amor- 
tized cost” — 138(13), 248(1); “amount” — 248(1); “amount paya- 
ble” — (in respect of a policy loan) 138(12); “arm’s length” — 
251(1); “borrowed money”, “business” — 248(1); “Canada” — 
255; “Canada security” — 138(12); “Canadian investment fund” — 
138(14); “capital gain” — 39(1)(a), 248(1); “capital property” — 
54, 248(1); “carrying on business” — 253; “class of shares” — 
248(6); “common share” — 248(1); “completed” —.138(4.6); “cor- 
poration” — 248(1), Interpretation Act 35(1); “cost” — (to an in- 
surer of acquiring a mortgage or hypothec) 138(12); “cost 
amount” — 248(1); “depreciable property” — 13(21), 248(1); “des- 
ignated insurance property” — 138(12), 248(1); “dividend” — 
248(1); “fiscal period” — 248(1), 249(2)(b), 249.1; “gross invest- 
ment revenue” — 138(12); “identical” —-138(11.1), 248(12); “in- 
surer’” — 248(1); “interest in real property” — 248(4); “interest” — 
in relation to a policy loan 138(12); “life insurance business” — 
248(1); “life insurance policy” — 138(4.01), (12), 248(1); “life in- 
surance policy in Canada” — 138(12), 248(1); “life insurer” — 
248(1); “maximum tax actuarial reserve” — 138(12); “Minister” — 
248(1);)‘“‘net Canadian life investment income” — 209(2); “1975 
branch accounting election deficiency” — 138(12); “1975-76 ex- 


1265 


S. 138 


cess policy dividend deduction” — 138(3.1), 138(12); “1975-76 ex- 
cess policy dividend reserve”, “1975-76 excess additional group 
term reserves’, “1975-76 excess policy reserves” — 138(12); “non- 
resident” — 248(1); “non-segregated property” — 138(12); “paid- 
up capital” — 89(1), 138(11.7), 248(1); “participating life insurance 
policy” — 138(12); “person” — 248(1); “policy loan” — 138(12); 
“preferred share”, “prescribed”, “principal amount”, “property” — 
248(1); “property used by it in the year in, or held by it in the year 
in the course of’ — carrying on an insurance business 138(12); 
“province” — Interpretation Act 35(1); “qualified related corpora- 
tion” — 138(12), 219(8); “received” — 248(7); “registered pension 
plan” — 248(1); “registered retirement savings plan” — 146(1), 
248(1); “regulation” — 248(1); “relevant authority” — 138(12); 
“resident in Canada” — 250; “segregated fund” — 138(12): 
“share”, “shareholder” — 248(1); “specified Canadian assets” — 
138(14); “subsidiary wholly-owned corporation” — 248(1); “‘substi- 
tuted property” — 138(5.2)(a), 248(5); “surplus funds derived from 
operations” — 138(12); “taxable Canadian corporation” — 89(1), 
248(1); “taxable capital gain” — 38(a), 248(1); “taxable divi- 
dend” — 89(1), 248(1); “taxable income” — 2(2), 248(1); “taxation 
year” — 249; “taxpayer”, “term preferred share” — 248(1); “value 
for the taxation year” — 138(14). 


138.1 (1) Rules relating to segregated 
funds — In respect of life insurance policies for 
which all or any portion of an insurer’s reserves vary 
in amount depending on the fair market value of a 
specified group of properties (in this section referred 
to as a “segregated fund”), for the purposes of this 
Part, the following rules apply: 


(a) an inter vivos trust (in this section referred to 
as the “related segregated fund trust”) is deemed 
to be created at the time that is the later of 


(i) the day that the segregated fund is created, 
and 


(ii) the day on which the insurer’s 1978 taxa- 
tion year commences, 


and to continue in existence throughout the pe- 
riod during which the fund determines any por- 
tion of the benefits under those policies that vary 
in amount depending on the fair market value of 
the property in the segregated fund (in this sec- 
tion referred to as “segregated fund policies”); 


(b) property that has been allocated to and that 
remains a part of the segregated fund, and any in- 
come that has accrued on that property is deemed 
to be the property and income of the related seg- 
regated fund trust and not to be the property and 
income of the insurer; 


(c) the insurer is deemed to be 


(i) the trustee who has ownership or control of 
the related segregated fund trust property, 


(ii) a resident of Canada in respect of the re- 
lated segregated fund trust property used or 
held by it in the course of carrying on the in- 
surer’s life insurance business in Canada, and 


(iii) a non-resident of Canada in respect of the 
related segregated fund trust property not used 
or held by it in the course of carrying on the 
insurer’s life insurance business in Canada; 
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(d) where at a particular time there is property in 
the segregated fund that was not funded with pre- 
miums paid under a segregated fund policy, 


(i) the insurer is deemed to have an interest in 
the related segregated fund trust that is not in 
respect of any particular property or source of 
income, and 


(11) the cost at any time of that interest to the 
insurer is deemed to be the total of 


(A) for property of the trust at that time al- 
located by the insurer to the segregated 
fund prior to 1978, the amount that would 
be its adjusted cost base to the insurer if 
the interest had been a capital property at 
all relevant times prior to 1978 and if the 
rules in this section had been applicable 
for the taxation years after 1971 and before 
1978, and 


(B) for property of the trust at that time al- 
located by the insurer to the segregated 
fund after 1977, the fair market value of 
the property at the time it was last allo- 
cated to the segregated fund by the insurer; 


(e) where at any particular time there is property 
in the segregated fund that was funded with a 
portion of the premiums paid before that time 
under a segregated fund policy, 


(i) the respective segregated fund policyholder 
is deemed to have an interest in the related 
segregated fund trust that is not in respect of 
any particular property or source of income, 


(ii) the cost of that interest is deemed to be the 
amount that is the total of 


(A) the amount that would be its adjusted 
cost base to the insurer at December 31, 
1977 if the interest had been a capital 
property at all relevant times prior to 1978 
and if the rules in this section (if subsec- 
tion (3) were read without reference to the 
expressions “or capital loss” and “or loss”) 
had been applicable for taxation years after 
1971 and before 1978, and 


(B) the total of amounts each of which is 
that portion of a premium paid before that 
time and after the day referred to in sub- 
paragraph (a)(ii) under a segregated fund 
policy that was or is to be used by the in- 
surer to fund property allocated to the seg- 
regated fund (other than the portion of the 
premium that is an acquisition fee), and 


_ (iii) the portion of a premium included in a 
segregated fund is deemed not to be an 
amount paid in respect of a premium under 
the policy; 

(f) the income of the related segregated fund trust 
is deemed for the purposes of subsections 104(6), 
(13) and (24) to be an amount that has become 
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payable in the year to the beneficiaries under the 
segregated fund trust and the amount therefor in 
respect of any particular beneficiary is equal to 
the amount determined by reference to the terms 
and conditions of the segregated fund policy; 


(g) where at a particular time the fair market 
value of property transferred by the insurer to the 
segregated fund results in an increase at that time 
in the portion of the insurer’s reserves for a seg- 
regated fund policy held by a policyholder that 
vary with the fair market value of the segregated 
fund and a decrease in the portion of its reserves 
for the policy that do not.so vary, the amount of 
that increase shall, 


(i) for the purpose of the determination of H 
in the definition “adjusted cost basis’ in sub- 
section 148(9), be deemed to be proceeds of 
disposition that the policyholder became enti- 
tled to receive at that time, 


(11) for the purpose of computing the adjusted 
cost base to the policyholder of the policy- 
holder’s interest in the related segregated fund 
trust, be added at that time to the cost to the 
policyholder of that interest, and 


(iii) for the purpose of computing the insurer’s 
income, be deemed to be a payment under the 
terms and conditions of the policy at that time; 


(h) where at a particular time the fair market 
value of property transferred by the insurer from 
the segregated fund results in an increase at that 
time in the portion of the insurer’s reserves for a 
segregated fund policy that do not vary with the 
fair market value of the segregated fund and a de- 
crease in the portion of its reserves for the policy 
that so vary, the amount of that increase shall, for 
the purpose of calculating the insurer’s income, 
be deemed to be a premium received by the in- 
surer at that time; 


(i) where at a particular time the policyholder of a 
segregated fund policy disposes of all or a portion 
of the policyholder’s interest in the related segre- 
gated fund trust, that proportion of the amount, if 
any, by which the acquisition fee with respect to 
the particular policy exceeds the total of amounts 
each of which is an amount determined under this 
paragraph with respect to the particular policy 
before that time, that 


(i) the fair market value of the interest dis- 
posed of at that time 


is of 
(ii) the fair market value of the policyholder’s 


interest in the particular segregated fund trust 
immediately before that time, 


is deemed to be a capital loss of the related segre- 
gated fund trust that reduces the policyholder’s 
benefits under the particular policy by that 
amount for the purposes of subsection (3); 


S. 138.1(2)(a) 


(j) the obligations of an insurer in respect of a 
benefit that is payable under a segregated fund 
policy, the amount of which benefit varies with 
the fair market value of the segregated fund at the 
time the benefit becomes payable, are deemed to 
be obligations of the trustee under the related seg- 
regated fund trust and not of the insurer and any 
amount received by the policyholder or that the 
policyholder became entitled to receive at any 
particular time in a year in respect of those obli- 
gations is deemed to be proceeds from the dispo- 
sition of an. interest in the related segregated fund 
trust; 


(k) a reference to “the terms and conditions of the 
trust arrangement”. in section 104 or subsection 
127.2(3) is deemed to include a reference to the 
terms and conditions of the related segregated 
fund policy and the trustee is deemed to have 
designated the amounts referred to in that section 
in accordance with those terms and conditions; 
and 


(1) where at any time an insurer acquires a share 
as a first registered holder thereof and allocates 
the share to a related segregated fund trust, the 
trust shall be deemed to have acquired the share 
at that time as the first registered holder thereof 
for the purpose of computing its share-purchase 
tax credit and the insurer shall be deemed not.to 
. have acquired the share for the purpose of com- 
puting its share-purchase tax credit. 
Related Provisions: 39(1)(a)(iii) — Meaning of capital gain; 
53(1)(), 53(2)(q) — Adjustments to cost base; 87(2.2) — Amalga- 
mation of insurance corporations; 88(1)(g) — Winding-up of sub- 
sidiary insurance corporations; 127.55(f)(i) — No minimum tax on 
related segregated fund trust; 138(11.5)(k) — Transfer of business 
by non-resident insurer; 138.1(7) — Where subsections (1) to (6) 
not to apply; 218.1 — Application to non-resident withholding tax; 
Reg. 9000 — Certain segregated funds excluded from definition of 
“financial institution”. 
Pre-RSC History: Para. 138.1(1)(f) amended by 1988, c. 55, s. 
126, to substitute “an amount that has become payable” for “an 
amount payable”, and “the amount therefor” for “the amount 
thereof’, applicable to 1988 et seq. 
All that portion of para. 138.1(1)(a) preceding subpara. (i) amended 
by 1986, c. 6, s. 80, applicable to 1986 ef seq., to substitute “in this 
section referred to as” for “in this section and section 47.1 referred 
to as”. 
All that portion of para. 138.1(1)(a) preceding subpara. (i) substi- 
tuted to add “and section 47.1”, para. 138.1(1)(k) substituted to add 
“or subsection 127.2(3)”, para. 138.1(1)(1) added by 1984, c. 1, sub- 
secs. 80(1), (2). That portion of para. 138.1(1)(a) preceding subpara. 
(i), as substituted, applicable after September 30, 1983. Para. 
138.1(i)(k) as substituted, para. 138.1(1)(1), applicable to 1983 et 
seq. 


(2) Rules relating to property in segregated 
funds at end of 1977 taxation year — Where an 
insurer holds property at the end of its 1977 taxation 
year in connection with a segregated fund, the fol- 
lowing rules apply: 
(a) the property is deemed to have been acquired 
by the related segregated fund trust on the day 
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determined under paragraph (1)(a) at a cost equal 
to the adjusted cost base of the property to the 
insurer on that day and that transaction is deemed 
to be a transaction between persons not dealing at 
arm’s length; 

(b) the property is deemed to have been disposed 
of by the insurer on the day referred to in para- 
graph (a) for proceeds equal to the adjusted cost 
base of the property to the insurer on that day; 
and 


(c) for the purpose of computing the insurer’s in- 
come for its 1978 taxation year it shall be deemed 
to have made a payment to its policyholders in 
satisfaction of their rights under their segregated 
fund policies in that year equal to that portion of 
the amount deducted under subparagraph 
138(3)(a)(i) in computing its income for its 1977 
taxation year that is in respect of segregated fund 
policies. 

Related Provisions: 39.1(2)B(c), 39.1(5) — Reduction in gain to 

reflect capital gains exemption election; 138.1(7) — Where subsec- 

tions (1) to (6) not to apply. 

Pre-RSC History: Para. 138.1(2)(c) substituted by 1979, c. 5, s. 

45, applicable to 1978 et seq. 


(3) Capital gains and capital losses of related 
segregated fund trusts — A capital gain or capi- 
tal loss of a related segregated fund trust from the 
disposition of any property shall, to the extent that a 
policyholder’s benefits under a policy or the interest 
in the trust of any other beneficiary is affected by 
that gain or loss, be deemed to be a capital gain or 
capital loss, as the case may be, of the policyholder 
or other beneficiary and not that of the trust. 
Related Provisions: 39.1(2)B(c), 39.1(5) — Reduction in gain to 
reflect capital gains exemption election; 53(1)()(iv), 53(2)(q)(ii) — 
Adjustments to cost base; 138.1(7) — Where subsections (1) to (6) 
not to apply. 


(4) Election and allocation — Where at any par- 
ticular time after 1977, a policyholder withdraws all 
or part of the policyholder’s interest in a segregated 
fund policy, the trustee of a related segregated fund 
trust may elect in prescribed manner and prescribed 
form to treat any capital property of the trust as hay- 
ing been disposed of, whereupon the property shall 
be deemed to have been disposed of on any day des- 
ignated by the trustee for proceeds of, disposition 
equal to | 


(a) the fair market value of the property on that 
day, 


(b) the adjusted cost base to the trust of the prop- 
erty on that day, or 


(c) an amount that is neither greater than the 
greater of nor less than the lesser of the amounts 
determined under paragraphs (a) and (b), 


whichever is designated by the trustee, and to have 
been reacquired by the trust immediately thereafter 
at a cost equal to those proceeds, and where the trus- 
tee of a related segregated fund trust has made such 
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an election, the following rules apply: 


(d) the amount of any capital gain or capital loss 
resulting from the deemed disposition shall be al- 
located by the trustee to any policyholder with- 
drawing all or part of the policyholder’s interest 
in the policyholder’s policy at that time to the ex- 
tent that the amount of the policyholder’s benefits 
under the policy at that time is affected by the 
capital gain or capital loss in respect of property 
held by the related segregated fund trust at that 
time, 


(e) the allocation referred to in paragraph (d) is 
deemed to have been made immediately before 
the withdrawal, 


(f) any capital gain not so allocated is deemed to 
be allocated in accordance with the terms and 
conditions of the policy, and 


(g) any capital loss not so allocated is deemed to 
be a superficial loss of each policyholder to the 
extent that the policyholder’s benefits under the 
policy would be affected by the loss. 
Related Provisions: 39.1(1)“exempt capital gains balance”C(c), 
39.1(6) — Reduction in gain to reflect capital gains exemption elec- 
tion; 53(1)(1)(iii), 53(2)(q)(i) -— Adjustments to cost base; 
138.1(7) — Where subsections (1) to (6) not to apply. 


Regulations: 6100 (prescribed manner and time). 
Forms: T3018: Election for deemed disposition and reacquisition 


of capital property of a life insurance segregated fund under subsec- 
tion 138.1(4). 


(5) Adjusted cost base of property in related 
segregated fund trust — At any particular time, 
the adjusted cost base of each capital property of a 
related segregated fund trust shall be deemed to be 
the amount, if any, by which 


(a) the adjusted cost base of the property to the 
trust immediately before that time 
exceeds 
(b) the total of amounts each of which is an 
amount in respect of the disposition by a policy- 
holder of all or part of the policyholder’s interest 
in the related segregated fund trust at that time 
equal to that proportion of the amount, if any, by 
which 
(i) the adjusted cost base to the policyholder 
of that interest at that time 


exceeds 


(ii) the policyholder’s proceeds of the disposi- 
tion of that interest in the trust 

that 
(iii) the fair market value of the capital prop- 
erty at that time 

is of 
(iv) the total of amounts each of which is the 
fair market value of a capital property of the 
related segregated fund trust at that time. 

Related Provisions: 53(1)(1), 53(2)(q) — ACB of interest in re- 
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lated segregated fund trust} 138(11.5)(k) — Transfer of business by 


non-resident insurer; 138.1(7) —Where subsections (1) to-(6) not to — 


apply. 


(6) Definition of “acquisition fee” — In this sec- 
tion, “acquisition fee” means the amount, if any, by 
which. the. total of amounts each of which i is 


i (a) that portion of.a premium charged by the in: 


»surer under a segregated fund policy that is not 
included in the related, segregated fund or cannot 


reasonably be regarded:as an amount required to | 


fund a mortality or maturity benefit, 


-(b) a transfer from the segregated fund that can- 
not reasonably be regarded as an amount required 


to fund a mortality or maturity benefit other than | 


an annual administration fee or charge, or, 


(c) any amount by which the proceeds payable to 
the policyholder under a particular segregated 


fund policy is reduced on the surrender or partial — 


surrender of the policy that may reasonably be re- 
garded as a surrender fee, 


exceeds 


-(d) the total of amounts each of which is that por- 

tion of an amount described in paragraph (a), (b) 

- or (c) that may reasonably be considered to be in 
respect of an interest in the segregated fund that 
was disposed of before 1978. 


(7) Where subsecs. (1) to (6) do not apply - — 
Subsections (1) to (6) do not apply to the holder of.a 
‘segregated fund policy with respect to such a policy 
that is issued or effected as a registered retirement 
savings plan ora registered retirement income fund 
or that is issued under a registered pension plan. 


Related Provisions: 148(1) — Amounts included in computing 
policyholder’s income. 


History: Subsec. 138.1(7) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 80, applicable to 1991 et seg. Subsec. (7) formerly read: 


(7) Where policyholder deemed to be trust, etc. — For 
the purposes of this section, where a segregated fund policy is 
issued or effected asa registered. retirement savings plan or .is«) 
issued pursuant toa registered pension plan, the policyholder 
of the policy shall be deemed to be a trust or a trust or corpo- 
ration described by. paragraph 149(1)(7) or (0), respectively. 


Pre-RSC History: Subsec. 138.1(7) amended by 1990, c. 35, s. 
29, to substitute “pension plan” for “pension fund or plan”, applica- 
ble after 1985. 

Pre-RSC History [s. 138.1]: S. 138.1 added by 1977-78, c. 1, s. 
69, applicable to 1978 et seq. 

Definitions [s. 138.1]: “acquisition fee” — 138.1(6); “adjusted 
cost base” — 54, 248(1); “amount” —248(1); “‘arm’s length” — 
251(1); “capital gain”, “capital loss” — 39(1), 248(1); “corpora- 


tion” — 248(1), Interpretation Act 35(1); “insurer” — 248(1); “in- 
ter vivos trust” — 108(1), 248(1); “life insurance business”, foe 
scribed”, “property”, “registered pension plan” — 248(1); 


“registered retirement income fund” — 146.3(1), 248(1); “regis- 
tered retirement savings plan” — 146(1), 248(1); “related segre- 
gated fund trust” — 138.1(1)(a); “segregated fund” — 138.1(1); 
“segregated fund policy” — 138.1(1)(a); “taxation year” — 249; 
“trust. — 104(1);248(1), G). 


139. Conversion of insurance corporations 


S.'140(2) 


into mutual corporations — Where an insurance 
corporation that is a Canadian corporation applies an 
amount in payment for shares of the corporation pur- 
chased or otherwise acquired by it under a mutual- 
ization proposal under Division III of Part VI.of the 
Insurance Companies Act or under a law of the prov- 
ince under the laws of which the corporation is in- 
corporated that provides for the conversion) of, the 
corporation into a mutual) corporation by the 
purchase of its shares in accordance with that law, 


(a) section 15 does not apply to require the inclu- 
sion, in computing the income of a shareholder of 
the corporation, of any part of that amount; and 


(b) no part of that amount shall be deemed, for 
the purpose of subsection 138(7), to have been 
paid to shareholders or, for the purpose of section 
84, to have been received as a dividend. 

History: S. 139 amended by 1994, c.7, Sch. I (1991, ¢: 47), ’s. 734, 


to substitute that portion preceding para::(a), deemed to have come 
into force June 1, 1992. That portion formerly read: 


139. Conversion of provincial life insurance corporation 
into mutual corporation — Where a life insurance corpora- 
tion that is incorporated under the laws of a province has ap- 
plied an amount,in payment for shares of the corporation pur- 
chased by it under the authority of a law. of the province that 
provides for the conversion of the corporation into a mutual 
corporation by the purchase of its shares in aecordance with: 
the provisions of besa law, 


Definitions [s. 139]: “amount” — 248(1); “Canadian corpora- 
tionss dae mite “dividend”, “insurance corporation” — 
248(1); “province” — Interpretation Act 35(1); pees “share- 
holder” — 248(1). 


140. (1) Hse runEe corporation] Deductions 
in computing income — In computing the in- 
come for a taxation year of an insurance corporation, 
whether a mutual corporation or a joint stock com- 
pany, from carrying on an insurance business other 
than a life insurance business, there may be deducted 
every amount credited in respect of that business for 
the year or a preceding taxation year to a. policy- 
holder of the corporation by way of a dividend, re- 
fund of premiums or refund of premium deposits if 
the amount was, during the year or within 12 months 
thereafter, 


(a) paid or unconditionally credited to the policy- 
holder; or 


(b) applied in discharge, in whole or in part, of a 

liability of the policyholder to pay sane to 
,, the corporation. | 
Related Provisions: 87(2.2) — Jehnatveniiattl of insurance cor- 
porations; 88(1)(g) — Winding-up of subsidiary insurance corpora- 
tions; 138(11.5)(k) — Transfer of business by non-resident insurer; 
149(10)(a.1) — Exempt corporations; Reg. 1401(3)J — Policy 
reserves — non-life insurance business. , : 


(2) Inclusion in computing income — There 
shall be included in computing the income of an in- 
surance corporation, whether a mutual corporation or 
a joint stock company, from carrying on an insur- 
ance business for its first taxation year that *com- 


1269 


S. 140(2) 


mences after June 17, 1987 and ends after 1987 (in 
this subsection referred to as its “1988 taxation 
year”) the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount deducted by the corporation in computing 
its income for a taxation year ending before its 
1988 taxation year pursuant to paragraph 140(c) 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, or pursuant to 
that paragraph by reason of subparagraph 
138(3)(a)(v) of that Act as it read in respect of 
those taxation years in respect of amounts 
credited to the account of the policyholder on 
terms that the policyholder is entitled to payment 
thereof on or before the expiration or termination 
of the policy 


exceeds 


(b) the total of all amounts each of which 1s an 
amount paid or unconditionally credited to a poli- 
cyholder or applied in discharge, in whole or in 
part, of a liability of the policyholder to pay pre- 
miums to the corporation before the corporation’s 
1988 taxation year in respect of the amounts 
credited to the account of the policyholder re- 
ferred to in paragraph (a). 
Related Provisions [subsec. 140(2)]: 87(2.2) — Amalgama- 
tion of insurance corporations; 88(1)(g) — Winding-up of insurance 
corporations; 138(3) — Deductions allowed in computing income; 
138(11.5)(k) — Transfer of business by non-resident insurer. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Pre-RSC History [s. 140]: S. 140 substituted by 1988, c. 55, s. 
127, applicable to taxation years commencing after June 17, 1987 
that end after 1987. S. 140 formerly. read: 


140. Deduction in computing income — In computing the 
income for a taxation year of an insurance corporation, 
whether a mutual corporation or a joint stock company, from 
carrying on an insurance business other than a life insurance 
business, there may be deducted every amount credited in re- 
spect of that business for the year to a policyholder of the 
corporation by way of dividend, refund of premiums or re- 
fund of premium deposits if the amount was, during the year 
or within 12 months thereafter, 


(a) paid to the policyholder, 


_(b) applied in discharge, in whole or in part, of a liability 
of the policyholder to pay premiums to the corporation, 
or 


(c) credited to the account of the policyholder on terms 
that he is entitled to payment thereof on or before expiry 
or termination of the policy. 


Definitions [s. 140]: “amount”, “business” — 248(1); “carrying 
on business” — 253; “corporation” — 248(1), Jnterpretation Act 
35(1); “dividend”, “insurance corporation”, “life insurance busi- 


ness” — 248(1); “taxation year” — 249. 

141. Life insurance corporation deemed to be 
public corporation — Notwithstanding any other 
provision of this Act, a life insurance corporation 
that is resident in Canada shall be deemed to be a 
public corporation. 

Related Provisions: 138(1) — Insurance airomidien 141.1 — 
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Insurance corporation deemed not to be private corporation; 142 — 
Taxable capital gains of life insurer. 


255; “life insurance corpora- 
tion” — 248(1); “public corporation” — 89(1), 248(1); “resident in 


Candda 20): 


141.1 [Insurance corporation] deemed not to 
be a private corporation — Notwithstanding any 
other provision of this Act, an insurance corporation 
(other than a life insurance corporation) that would, 
but for this section, be a private corporation shall be 
deemed not to be a private corporation for the pur- 
poses of subsection 55(5), the definition “capital div- 
idend account” in subsection 89(1) and section 129 
of this Act and paragraph 89(1)(b.2) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952. 


Related Provisions: 141 — Life insurance corporation deemed 
to be public corporation. 


Pre-RSC History: S. 141.1 substituted by 1980-81-82-83, c. 140, 
s. 97, applicable to 1981 et seg. S. 141.1 formerly read: 


141.1 Notwithstanding any other provision of this Act, an in- 
surance corporation (other than a life insurance corporation) 
that would but for this section be a private corporation shall 
be deemed not to be a private corporation except for the pur- 
poses of section 125 and Part VI. 


S. 141.1 added by 1974-75-76, c. 26, subsec. 96(1), applicable to 
the 1974 and subsequent taxation years except that 


(a) where the aggregate of the taxes under Part IV of the said 
Act payable for the 1972 and 1973 taxation years by a corpora- 
tion referred to in section 141.1 of the said Act as enacted by 
this section exceeds the aggregate of its dividend refunds under 
section 129 of that Act for each of those taxation years, the 

- Minister shall, upon application in writing by the corporation at 
any time after mailing the corporation’s notice of assessment 
for its 1973 taxation year, refund the excess; 


(b) section 129 of the said Act shall continue to apply to a cor- 
poration referred to in section 141.1 of the said Act as enacted 
by this section as though 


(i) it continued to be a private corporation, 
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(ii) its Canadian investment income and foreign investment 
income were nil for its 1974 and subsequent taxation years, 
and 


(iii) the corporation’s dividend refund for its 1973 taxation 
year were equal to the aggregate of 


(A) its dividend refund for that year otherwise déter- 
mined, and 


(B) the refund, if any, referred to in’ paragraph (a), 


(c) subsection 83(2) of the said Act shall continue to apply to a 
corporation referred to in section 141.1 of the said Act as en- 
acted by this section as though 


(i) it continued to be a private corporation, and 


(11) the period referred to in subparagraph 89(1)(b)(1) of the 
said Act commenced at the time therein referred to but en- 
ded at the end of the corporation’s 1973 taxation year, and 


(d) where a corporation has deducted in its 1972 or 1973 taxa- 
tion year non-capital losses from dividends otherwise taxable 
under Part IV of the said Act, the corporation shall, for the pur- 
poses of subsection 111(1) of that Act, be deemed not to have 
claimed any amount under paragraph 186(1)(c) or (d) for its 
1972 or 1973 taxation year. 


Selected Cases [s. 141.1]: Groupe Commerce, Cie D’Assurance 
vy. Canada, [1996] 3 C.T.C. 2066 (TCC) (Affected corporation 
deemed not to be private corporation for all purposes of s. 129). 


Definitions: “insurance corporation”, “life insurance corpora- 
tion” — 248(1); “private corporation” — 89(1), 248(1). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


142. [Repealed] 


Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 88(1)(g) — Winding-up of subsidiary insurance corpora- 
tions; 115(1)(b)(ii.1) (to be repealed), (iii) (draft) — Non-resident 
insurer’s taxable income earned in Canada; 138(11.5)(k) — Trans- 
fer of business by non-resident insurer; 142.1 — Definitions in 
138(12) apply to this section. 


History: S. 142 repealed by 1997, c. 25, s. 40, applicable to 1997 et 
seg. S. 142 formerly read: 


142. Taxable capital gains etc. [of life insurer] — Notwith- 
standing any other provision of this Act, where in a taxation 
year a life insurer resident in Canada carries on an insurance 
business in Canada and in a country other than Canada, such 
of its taxable capital gains for the year and allowable capital 
losses for the year 


(a) as were from dispositions of property used by it in the 
year in, or held by it in the year in the course of, carrying 
on an insurance business, and 


(b) as were not from dispositions of property used by it in 
the year in, or held by it in the year in the course of, car- 
rying on an insurance business in Canada, 


shall not be included in computing its income for the year. 


That portion of s. 142 preceding para. (a) substituted by 1994, c. 7, 
Sch. II (1991, c. 49), s. 115, applicable to 1990 et seg. That portion 
formerly read: 


142. Notwithstanding any. other provision of this Act, where 
in a taxation year an insurer (other than a resident of Canada 
that does not carry on a life insurance business) carried on an 
insurance business in Canada and in a country other than 
Canada, such of its taxable capital gains for the year and al- 


S. 142 


lowable capital losses for the year 


Pre-RSC History: S. 142 substituted by 1977-78, c. 1, subsec. 
70(1), applicable to 1978 et seg. S. 142 formerly read: 


142. (1) Election re taxable capital gains; etc — Notwith- 
standing any other provision of this Act, where in a taxation 
year an insurer (other than a resident of Canada that does not 
carry on a life insurance business) carried on an insurance 
business ina country other than Canada, 


(a) if the insurer has made an election in respect of the 
year under. subsection 138(9), such of its taxable capital 
gains for the year and allowable capital losses for the 
year as were from dispositions of property other than 
property used by it in the year in, or held by it in the year 
in the course of, carrying on an insurance business in 
Canada, and 


(b) in any other case, such of its taxable capital gains for 
the year and allowable capital losses for the year as are 
prescribed not to relate to an insurance business carried 
on by it in Canada, 


shall not be included in computing its income for the year. 


(2) Portion deemed taxable capital gain, etc., of policy- 
holder — Such portion of any taxable capital gain fora taxa- 
tion year of a life insurance corporation from the disposition 
of property included in a segregated fund (within the meaning 
assigned by subsection 148(1)) 


(a) as would, but for this subsection, have been included 
in computing the income of the corporation for the year, 
and 

(b) as was allocated in the year by the corporation to a 
particular policyholder, 


shall be deemed not to have been a taxable capital gain of the 
corporation for the year from the disposition thereof and, ex- 
cept where the policy was issued or effected as a registered 
retirement savings plan, or is issued pursuant to a registered 
pension fund or plan, shall be deemed to be a taxable capital 
gain of the particular policyholder for the year from the dis- 
position of a capital property. 


(3) Determination of taxable capital gains, etc — Where 
in a taxation year a life insurer carried on an insurance busi- 
ness in Canada and elsewhere, and-has not made an election 
under subsection 138(9) in respect of the year, for the purpose 
of determining its taxable capital gains and allowable capital 
losses for the year, 


(a) the lesser of 


(1) the amount, if any, in respect of a particular secur- 

ity that is a specified Canadian asset, by which, 
(A) the amount, if any, that- would have been re- 
quired by paragraph 138(4)(b) or (c), as the case 
may be, to be included in computing the in- 
surer’s income for, the year in respect of the se- 
curity if the insurer had made such an election 
and the security had been a Canada security 


exceeds 


(B) the amount, if any, in respect of the security 
that would have been required by paragraph 
138(4)(b) or (c), as the case may be, to be in- 
cluded in computing the insurer’s income for the 
year in respect of the security if the insurer’s Ca- 
nadian investment fund for the taxation year and 
the value for the taxation year of the insurer’s 
specified Canadian assets were equal, and 


(ii) the proportion of the amount determined under 
subparagraph (i) that the insurer’s Canadian invest- 
ment fund for the taxation year is of the value for the 
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taxation year of the insurer’s specified Canadian 
assets, 


shall be deemed to be a gain for the year from the dispo- 
sition in the year of the security determined under subdi- 
vision c of Division B of this Part, and 


(b) the amount that would be determined under paragraph 
(a) in respect of a particular security, if the references 
therein to “required by paragraph 138(4)(b) to be in- 
cluded” were read as a reference to “deductible under 
paragraph 138(3)(b)”, and the reference to “required by 
paragraph 138(4)(c) to be included” were read as a refer- 
ence to “deductible under paragraph 138(3)(d)”, shall be 
deemed to be a loss for the year from the disposition in 
the year of the security determined under subdivision c of 
Division B of this Part. 


(4) Meaning of certain expressions — For the purposes of 
subsection (3), the expression “Canada security” has the 
meaning assigned by subsection138(12), and the expressions 
“Canadian investment fund for a taxation year”, “security”, 
“specified Canadian assets” and “value for the taxation year” 


have the meanings prescribed therefor. 


Subsecs. 142(3), (4) added by 1976-77, c. 4, s: 54, applicable to 
1972 et seq. 


Subsec. 142(2) substituted by 1973-74, c. 14, s. 48, applicable to 
1972 et seq. 


Definitions [s. 142]: “allowable capital loss” — 38(b), 248(1); 


“Canada” — 255; “insurer”, “life insurance business” — 248(1); 
“life insurer” — 248(1); “property” — 248(1); “property used by it 
in the course of ...” — 138(12), 142.1; “taxable capital gain” — 


38(a), 248(1); “taxation year” — 144(11), 249. 


142.1 [Repealed] 


Origin of s. 142.1: R.S.C. 1985, c. 1 (Sth Supp.) (formerly con- 
tained in the opening words of subsec. 138(12)). 


History: S. 142.1 repealed by 1997, c. 25, s. 40, applicable to 1997 
et seq. S. 142.1 formerly read: 


142.1 Application of subsec. 138(12) — The definitions in 
subsection 138(12) apply to section 142. 


Financial Institutions 
Interpretation 


142.2 (1) Definitions — In this section and sec- 
tions 142.3 to 142.6, 


‘financial institution” at any time means 
(a) a corporation that is, at that time, 


(i) a corporation referred to in any of 
paragraphs (a) to (e) of the definition “re- 
stricted financial institution” in subsection 
248(1), 


(ii) an investment dealer, or 


(iii) a corporation controlled by one or more 
persons or partnerships each of which is a fi- 
nancial institution at that time, other than a 
corporation the control of which was acquired 
by reason of the default of a debtor where it is 
reasonable to consider that control is being re- 
tained solely for the purpose of minimizing 
any losses in respect of the debtor’s default, 
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and 


(b) a trust or partnership more than 50% of the 
fair market value of all interests in which are held 
at that time by one or more financial institutions, 


but does not include 
(c) a corporation that is, at that time, 
(i) an investment corporation, 
(ii) a mortgage investment corporation, 
(iii) a mutual fund corporation, or 


(iv) a deposit insurance corporation (as de- 
fined in subsection 137.1(5)), 


(d) a trust that is a mutual fund trust at that time, 
nor 


(e) a prescribed person or partnership; 


Related Provisions: 20(1)(1)(ii) — Reserve for doubtful debts; 
20(1)(p)(ii) — Deduction for bad debts; 85(1.4), 87(1.5) — Defini- 
tion applies to other provisions; 87(2)(e.3), (e.4) — Amalgama- 
tions — continuing corporation; 112(6)(c) — Definition applies to 
other provisions; 142.5 — Mark-to-market rules applicable to finan- 
cial institution; 142.6(1) — Becoming or ceasing to be a financial 
institution; 248(1)“cost amount” — Definition applies to other pro- 
visions; Reg. 8103(4) — Mark-to-market — transition inclusion on 
ceasing to be a financial institution; Reg. 9204(2) — Residual por- 
tion of specified debt obligation on ceasing to be a financial 
institution. 

Regulations: 9000 (prescribed person for para. (e) — segregated 
fund). 


‘investment dealer” at any time means a corpora- 
tion that is, at that time, a registered securities 
dealer; 

Related Provisions: 142.2(1)‘financial institution” — Invest- 
ment dealer is a financial institution; 142.2(1)“mark-to-market 
property”(c) — debt held by investment dealer subject to mark-to- 
market rules. 


“mark-to-market property” of a taxpayer for a 
taxation year means property held by the taxpayer in 
the year that is 


(a) a share, 


(b) where the taxpayer is not an investment 
dealer, a specified debt obligation that 


(i) was carried at fair market value in the tax- 
payer’s financial statements 


(A) for the year, where the taxpayer held 
the obligation at the end of the year, and 


(B) for each preceding taxation year that 
ended after the taxpayer acquired the obli- 
gation, or 


(ii) was acquired and disposed of in the year, 
where it is reasonable to expect that the obli- 
gation would have been carried in the tax- 
payer’s financial statements for the year at fair 
market value if the taxpayer had not disposed 
of the obligation, 


other than a specified, debt obligation of the tax- 
payer that was (or would have been) carried at 


1272 


_»» fairemarket value. 
“-~" (iii) solely because its fair market value was 
~~ less than its cost‘to the taxpayer, or 
(iv) because of a default of the debtor, and 
 (c) where the taxpayer is an investment dealer, a 
specified debt obligation, 
but does not include 


Poor. | 

ote) 2 hescrted property 
telated Provisions: 85(1.4), 87(1.5) — Definition applies to 
other provisions; 87(2)(e.4), (e.5) — Amalgamations — continuing 
orporation; | 88(1)(h) —_Windup — continuing — corporation; 
12(6)(c) + Definition applies to other provisions; 136(1) — Coop- 
rative not private corporation — exception; »138(11.5)(k.2) — 
Transfer of business by non-resident insurer; 142.2(2), (3), (5) — 
Significant interest, 142.3(3) — Mark-to- market property not sub- 
ect to rules re income from specified debt obligations; 142.5 — 
ark- to-market rules; 248(1)‘‘cost amount” — Definition applies to 
ther provisions; -248(1)“cost amount”(c.1) — Cost amount of 
rk-to-market property; Reg. 6209(b)(i) — Prescribed securities 
or lending assets. 


Regulations: 9001(2), 9002 (pieeabed property for para. (e)). 


ae specified debt obligation” of a taxpayer means the 
interest held by the taxpayer in 


_ (a) a loan, bond, debenture, mortgage, note, 
» agreement of sale or any other similar indebted- 
 ness,, or 


® (b) a debt obligation, where the taxpayer pur- 
- chased the interest, 

other than.an interest in an income bond, an income 
debenture, a small business development bond, a 


‘small business. bond or a prescribed property. 


Div. F — Special Rulés 


(d) a share of a corporation. in n which the taxpayer | 
has a penae interest at any time in the year, 


S. 142.2(4) 


Related Provisions: 85(1.4), 87(1.5) — Definition applies to 


-other provisions; 87(2)(e.3) — Amalgamation of holder of obliga- 
tion; 138(11.5)(k.1) — Definition applies to other provisions; 


142.2(1)“mark-to-market property’’(b), (c) —- Mark-to-market rules 


“for financial institutions; 142.2(2), (3) Meaning: of “significant 


interest”; 142.3(1) — Income. from specified debt obligations; 
142.4 — Disposition of specified debt obligation; 142,5 — Mark- 
to-market rules for financial institutions; 248(1)“cost amount” — 
Definition applies to other provisions; 248(1)“cost amount’’(d.2) — 
Cost amount of specified debt obligation; 248(1) — Definition of 
“lending asset”; Reg. 6209(b)(ii) — Prescribed securities for lend- 
ing assets. 


Regulations: 9003 (prescribed propery for 142. 2(3)(c)). 


(2) Significant interest — For the purpose, of sub- 
section (5) and the definition “mark-to- market prop- 
erty” in subsection (1), a taxpayer has a significant 
interest in a corporation at any time if ~ 


(a) the taxpayer is related (otherwise than be- 
~ cause of a right referred to” in paragraph 
251(5)(b)) to the corporation at that time; or 


_(b)..the taxpayer.holds, at that, time, 


(i) shares of the: corporation that give the tax- 
payer 10% or more of the votes that could be 
cast under all circumstances at an’ annual 
‘meeting of shareholders “of the corporation, 
and 


(it) shares of the corporation having a fair 
market value of 10% or more of the fair mar- 
ket value of all the issued shares of the 
corporation. 


Related Provisions: 142.2(3) — Rules for aah ait signifi- 
cant interest; 142.2(4) — Extended meaning of “related”. 


(3) Rules re significant interest — For the. pur- 
pose of determining under subsection (2) whether a 
taxpayer has’ a significant interest in a corporation ‘at 
any time,’ 


(a) the taxpayer shall be deemed to hold each 
share that is held at that time by a person or part- 
nership to whom the taxpayer is related (other- 
wise than because of a right referred to in 1 para- 
graph 251(5)(b)); 

-(b) a share of the corporation acquired by the tax- 
payer by reason of the default of a debtor shall be 
disregarded where it is reasonable to. consider 
that the share is being retained for the purpose of 

- minimizing any losses in 1 respect of the debtor's 
default; and | 


(c) a share of the corporation that is prescribed in 

respect of the taxpayer shall be disregarded. 
Related Provisions: 142. 2(4) — Extended meaning of “related”. 
Regulations: 9003 (prescribed share for. 142. 2(3)(c)). 


(4) Extension of meaning of “related” — For 
the purposes of this. subsection and ‘subsections (2) 
and (3), a person or partnership shall be deemed to 
be: related to ‘a person or partnership where. they 
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would be related if, for the purpose of section 251, 


(a) every partnership and trust were considered to 
be a corporation; 


(b) subject to paragraph (c), all decisions relating 
to the conduct of a trust were made by majority 
vote of the beneficiaries of the trust, with each 
beneficiary having, at any time, a number of 
votes equal to the number determined by the 
formula 


A 
100 x= 
B 


where 


A is the fair market value at that time of the ben- 
eficiary’s beneficial interest in the trust, and 


B. is the total of all amounts each of which is the 
fair market value at that time of a beneficial 
interest in the trust; and 


(c) where the amount that would be determined 
for B in paragraph (b) in respect of a trust is nil, 
the trust were considered not to be controlled by 
any person, partnership or group each member of 
which is a person or partnership. 


(5) Significant interest — transition — For the 
purpose of the definition “mark-to-market property” 
in subsection (1), where 


(a) on October 31, 1994, a taxpayer whose 1994 
taxation year ends after October 30, 1994 held a 
share of a corporation in which the taxpayer did 
not have a significant interest at any time in the 
year, and 


(b) at any time after the end of the year and 
before May. 1995, the taxpayer has a significant 
interest in the corporation, . 


the taxpayer has a significant interest in the corpora- 
tion in the year and in any subsequent taxation year 
ending before the earliest time referred to in para- 
graph (b). 

Related Provisions: 142.2(2), (3) — Significant interest. 


History [s. 142.2]: S. 142.2 added by 1995, c. 21, s. 58, applicable 
to taxation years that end after February 22, 1994. 


Definitions [s. 142.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “financial instifution” — 142.2(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “income bond”, “income debenture”, “‘in- 
dexed”, “investment corporation” — 130(3)(a), 248(1); “investment 
dealer” — 142.2(1); “mortgage investment corporation” — 
130.1(6), 248(1); “mutual fund corporation” — 131(8), 248(1); 
“mutual fund trust” — 132(6), 248(1); “person”, “prescribed”, 
“property”, “registered securities dealer” — 248(1); “related” — 
142.2(4), 251(2); “share”, “shareholder” — 248(1); “significant in- 
terest” — 142.2(2), (3); “small business bond” — 15.2(3), 248(1); 
“small business development bond” — 15.1(3), 248(1); “specified 
debt obligation” — 142.2(1); “taxation year” — 249; “taxpayer” — 
248(1); “trust” — 104(1), 248(1). 


Income trom Specified Debt Obligations 


142.3 (1) Amounts to be included and de- 
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ducted — Subject to subsection (2), where a tax- 
payer that is, in a taxation year, a financial institution 
holds a specified debt obligation at any time in the 
year, 


(a) there shall be included in computing the in- 
come of the taxpayer for the year the amount, if 
any, prescribed in respect of the obligation; 


(b) there shall be deducted in computing the in- 
come of the taxpayer for the year the amount, if 
any, prescribed in respect of the obligation; and 


(c) except as provided by this subsection, 
paragraphs 12(1)(d) and (i) and 20(1)(1) and (p) 
and section 142.4, no amount shall be included or 
deducted in respect of payments under the obliga- 
tion (other than fees and similar amounts) in 
computing the income of the taxpayer for. the 
year. 


Related Provisions: 87(2)(e.3) — Amalgamations — continuing 
corporation; 138(10)(a)-—— Application to insurance corporation; 
138(12)*gross investment revenue”E(a), 138(12)“gross investment 
revenue’G(b) — Gross investment revenue of insurer; 142.3(3) — 
Exception for certain obligations; 142.4(1)“tax basis”(b), (i) — Dis- 
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t position of specified debt obligation by financial institution; 
142.4(9) — Disposition-of part of obligation. 


Regulations: 9101 (prescribed amounts). 


(2) Exception for certain obligations — Sub- 
section (1) does not apply for a taxation year in re- 
‘spect of a specified debt obligation of a taxpayer that 
‘is 
_ (a) a mark-to-market property for the year; or 
- (b) an indexed debt obligation, other than a pre- 
_ scribed obligation. 


Related Provisions: 142.4(1)‘tax basis”(b) — Disposition of 
specified debt obligation by. financial institution. 


History [s. 142.3]: S. 142.3 added by 1995, c. 21, s. 58, applicable 
to taxation. years that end after February 22, 1994, except that it not 
apply to debt obligations disposed of before February 23, 1994. 


Definitions [s. 142.3]: “amount” — 248(1); “financial institu- 


tion”, “investment dealer”, “mark-to-market property” — 142.2(1); 
“prescribed” — 248(1); “specified debt obligation” — 142.2(1); 
“taxation year” — 249; “taxpayer” — 248(1). 


Disposition of Specified Debt Obligations 


142.4 (1) Definitions — In this section, 


“tax basis” of a specified debt obligation at any time 
to a taxpayer means the amount, if any, by which the 
total of all.amounts each of which is 


(a) the cost of the obligation to the taxpayer, 


(b) an amount included under subsection 12(3) or 
16(2) or (3) or paragraph 142.3(1)(a) in respect of 
the obligation in computing the taxpayer’s in- 
come for a taxation year beginning before that 
time, 


(c) subject to subsection 138(13), where the tax- 
payer acquired the obligation in a taxation year 
ending before February 23, 1994, the part of the 
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amount, if any, by which 


(i) the principal amount of the obligation at 
the time it was acquired 


exceeds 
(ii) the cost to the taxpayer of the obligation 


that was included in computing the taxpayer’s in- 
come for a taxation year ending before February 
23, 1994, 


(d) subject to subsection 138(13), where the tax- 
payer is a life insurer, an amount in respect of the 
obligation that was deemed by paragraph 
142(3)(a) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1977 taxation year, to be 
a gain for a taxation year ending before 1978, 


(e) where the obligation is an indexed debt obli- 
gation, an amount determined under subpara- 
graph 16(6)(a)(i) in respect of the obligation and 
included in computing the income of the taxpayer 
for a taxation year beginning before that time, 


(f) an amount in respect of the obligation that was 
included in computing the taxpayer’s income for 
a taxation year ending at or before that time in 
respect of changes in the value of the obligation 
attributable to the fluctuation in the value of a 
currency of a country other than Canada relative 
to Canadian currency, other than an amount in- 
cluded under paragraph 142.3(1)(a), 


(g) an amount in respect of the obligation that 
was included under paragraph 12(1)(i) in comput- 
ing the taxpayer’s income for a taxation year be- 
ginning before that time, or 


(h) where the obligation was a capital property of 
the taxpayer on February 22, 1994, an amount re- 
quired by paragraph 53(1)(f) or (f.1) to be added 
in computing the adjusted cost base of the obliga- 
tion to the taxpayer on that day 


exceeds the total of all amounts each of which is 


(i) an amount deducted under paragraph 
142.3(1)(b) in respect of the obligation in com- 
puting the taxpayer’s income for a taxation year 
beginning before that time, 


(j) the amount of a payment (other than proceeds 
of disposition of the obligation) received by the 
taxpayer under the obligation at or before that 
time in respect of an amount included by any of 
paragraphs (a) to (f) in determining the tax basis 
of the obligation to the taxpayer at that time 
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(k) subject to subsection 138(13), where the tax- 
payer acquired the obligation in a taxation year 
ending before February 23, 1994, the part of the 
amount, if any, by which 

(i) the cost to the taxpayer of the obligation 


exceeds — 


(ii) the principal amount of the obligation at 
the time it was acquired 


that was deducted in computing the taxpayer’s in- 
come for a taxation year ending before February 
2d LOO, 


(1) subject to subsection 138(13), where the tax- 
payer is a life insurer, an amount in respect of the 
obligation that was deemed by paragraph 
142(3)(b) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1977 taxation year, to be 
a loss for a taxation year ending before 1978, 


(m) an amount that was deducted under subsec- 
tion 20(14) in respect of the obligation in com- 
puting the taxpayer’s income for a taxation year 
beginning before that time, 


(n) where the obligation is an indexed debt obli- 

ation, an amount determined under subpara- 
graph 16(6)(a)(ii) in respect of the obligation and 
deducted in computing the income of the tax- 
payer for a taxation year beginning before that 
time, 


(o) an amount in respect of the obligation that 
was deducted in computing the taxpayer’s in- 
come for a taxation year ending at or before that 
time in respect of changes in the value of the ob- 
ligation attributable to the fluctuation in the value 
of a currency of a country other than Canada rela- 
tive to Canadian currency, other than an amount 
deducted under paragraph 142.3(1)(b), 


(p) an amount in respect of the obligation that 
was deducted under paragraph 20(1)(p) in com- 
puting the taxpayer’s income for a taxation year 
ending at or before that time, or 


(q) where the obligation was a capital property of 
the taxpayer on February 22, 1994, an amount re- 
quired by paragraph 53(2)(b.2) or (g) to be de- 
ducted in computing the adjusted cost base of the 
obligation to the taxpayer on that day; 


Related Provisions: 138(13) — Variation in tax basis of certain 
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insurers; 248(1)“cost amount’(d.2) — Cost amount of specified 
debt obligation is tax basis. 


‘transition amount” of a taxpayer in respect of the 
disposition of a specified debt obligation has the 
meaning assigned by regulation. 


Related Provisions: 142.4(7)A — Current amount based on tran- 
sition amount. 


Regulations: 9201 (transition amount). 


(2) Scope of section — This section applies to the 
disposition of a specified debt obligation by a tax- 
payer that is a financial institution, except that this 
section does not apply to the disposition of a speci- 
fied debt obligation that is a mark-to-market prop- 
erty for the taxation year in which the disposition 
occurs. 

Related Provisions: 87(2)(e.3) — Amalgamations — continuing 
corporation; 138(10)(b) — Application to insurance corporation; 


-142.3(1)(c) — Amount deductible in respect of specified debt obli- 
gation; 142.4(9) — Disposition of part of obligation. 


(3) Rules applicable to disposition — Where a 
taxpayer has disposed of a specified debt obligation 
after February 22, 1994, 


(a) except as provided by this section, no amount 
shall be included or deducted in respect of the 
disposition in computing the income of the tax- 
payer; and 


(b) except where the obligation is an indexed debt 
obligation (other than a prescribed obligation), 
paragraph 20(14)(a) shall not apply in respect of 
the disposition. 


Related Provisions: 142.4(2) — Scope of section. 


(4) Inclusions and deductions re disposi- 
tion — Subject to subsection (5), where after 1994 a 
taxpayer has, in a taxation year, disposed of a speci- 
fied debt obligation, 


(a) where the current amount in respect of the 
disposition of the obligation is positive, it shall be 
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included in computing the income of the taxpayer 
for the year; 


(b) where the current amount in respect of the 
disposition of the obligation is negative, it shall 
be deducted in computing the income of the tax- 
payer for the year; | 


(c) where the taxpayer has a gain from the dispo- 
sition of the obligation, there shall be included in 
computing the taxpayer’s income for taxation 
years that end on or after the day of disposition 
the amount allocated, in accordance with pre- 
scribed rules, to the year in respect of the residual 
portion of the gain; and 


(d) where the taxpayer has a loss from the dispo- 
sition of the obligation, there shall be deducted in 
computing the taxpayer’s income for taxation 
years that end on or after the day of disposition 
the amount allocated, in accordance with pre- 
scribed rules, to the year in respect of the residual 
portion of the loss 
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ren’ 


disposition, 
(d) where the taxpayer has a gain from the dispo- 
sition of the obligation, the gain shall be included 
in computing the: income of me paatenhe for the 
year, and r 
(e) where the taxpayer has a loss from the dispo= 
sition of the obligation, the loss shall be deducted | 
in computing the income of the taxpayer for the 
year. j 


Related Provisions: 39(1)(a)(ii.2) — No capital gain on disposi- 
tion; 87(2)(g.2) — Amalgamations — continuing corporation; 
142.4(2) — Scope of section; 142.4(5) — Where subsec. (4) does 
not apply; 142.4(7) — Current amount; 142.4(8) — Residual por- 
tion; 142.4(9) — Disposition of part of obligation; 142.4(11) — 
Payments received on or after disposition; Reg. 2405(3)“gross Ca- 
nadian life investment income”(d.1), (i.1) — Inclusion in/deduction 
from life insurer’s income; Reg. 2411(4.1) — Inclusion in insurer’s 
net investment revenue. 


Regulations: 9203, 9204 (prescribed rules — residual portion). 
(5) Gain or loss not amortized — Where a tax- 
payer has, in a taxation year and after February 22, 
1994, disposed of a specified debt obligation, and 
either 


(a) the obligation ts 


(i) an indexed debt obligation (other than a 
prescribed obligation), or 


(ii) a debt obligation prescribed in respect of 
the taxpayer, or 


(b) the disposition occurred 
(i) before 1995, 


(ii) after 1994 in connection with the transfer 
of all or part of a business of the taxpayer to a 
person or partnership, or 


(iii) because of paragraph 142.6(1)(c), 
the following rules apply: 
(c) subsection (4) does not apply to the 
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Related Provisions: 39(1)(a)(ii.2) — No capital gain on disposi- 
tion; 142.4(2)— Scope of section; Reg. 2411(4)A(c.1), 
2411(4)B(a.1) — Inclusion in insurer’s net investment revenue. 
Regulations: 9202(2), (4), (5) (debt obligations prescribed for 
142.2(5)(a)(ii)). 


(6) Gain or loss from disposition of obliga- 
tion — For the purposes of this section, 


(a) where the amount determined under para- 
graph (c) in respect of the disposition of a speci- 
fied debt obligation by a taxpayer is positive, that 
amount is the taxpayer’s gain from the disposi- 
tion of the obligation; 


(b) where the amount determined under para- 
graph (c) in respect of the disposition of a speci- 
fied debt obligation by a taxpayer is negative, 
that amount is the taxpayer’s loss from the dispo- 
sition of the obligation; and 


S. 142.4(7) 


(c) the amount determined under this paragraph 
in respect of the disposition of a specified debt 
obligation by a taxpayer is the positive or nega- 
tive amount determined by the formula 


Ae (Bie. C) 


where 

A is the taxpayer’s proceeds of disposition, 

B is the tax basis of the obligation to the tax- 
payer immediately before the time of disposi- 
tion, and : 

C is 

(i) where subsection (4) applies to the dis- 


position, the taxpayer’s transition amount 
in respect of the disposition, and 


(11) in any other case, nil. 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


(7) Current amount — For the purpose of subsec- 
tion (4), the current amount in respect of the disposi- 
tion of a specified debt obligation by a taxpayer is 
the positive or negative amount determined by the 
formula 


A+B 
where 


A is the taxpayer’s transition amount in respect of 
the disposition, and 

B is 
(a) where the taxpayer has a gain from the dis- 
position of the obligation, the part, if any, of 
the gain that is reasonably attributable to a 
material increase in the probability, or per- 
ceived probability, that the debtor will make 
all payments as required by the obligation, 
and 


(b) where the taxpayer has a loss from the dis- 
position of the obligation, the negative 
amount that the taxpayer claims not exceeding 
in magnitude the part, if any, of the loss that is 
reasonably attributable to a default by the 
debtor or a material decrease in the 
probability, or perceived probability, that the 
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debtor will make all payments as required by 
the obligation. 


Related Provisions: 142.4(7) — Current amount. 


(9) Disposition of part of obligation — Whered a 
taxpayer disposed of part of a specified debt obliga- 
tion, this section and any regulations made for the 
purpose of this section apply as if the part disposed 
of and the part retained were separate specified debt 
obligations. 


Related Provisions: 248(27) — Partial forgiveness of debt obli- 
gation — effect on, debtor. 


(8) Residual portion of gain or loss — For the 
purpose of subsection (4), where a taxpayer has a 
gain or loss from the disposition of a specified debt 
obligation, the residual portion of the gain or loss is 
the part of the gain or loss that is not included in 
determining the amount B in the formula in subsec- 
tion (7) in respect of the disposition. 
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History [s. 142.4]: S. 142.4 added by 1995, c. 21, s. 58, applicable 
to taxation years that end after February 22, 1994. — 


Definitions [s. 142.4]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “capital property” — 54, 248(1); “current 
amount” — 142.4(7); “financial institution” — 142.2(1); “indexed 
debt obligation” — 248(1); “investment dealer” — 142.2(1); “life 
insurance corporation”, “life insurer” — 248(1); “mark-to-market 
_ property’ — 142.2(1);. “Minister” — 248(1); “person”, “pre- 
scribed”, “principal amount”, “regulation” — 248(1); “residual por- 
tion” — 142.4(8); “specified debt obligation” — 142.2(1); “tax ba- 
sis” — 142.4(1); “taxation year” — 249; “taxpayer” — 248(1); 
“transition amount” — 142.4(1); “writing” — Interpretation Act 
35(1). 


Mark-to-Market Properties 


142.5 (1) Income treatment for profits and 
losses — Where, in a taxation year that begins af- 
ter October 1994, a taxpayer that is a financial insti- 
tution in the year disposes of a property that is a 
mark-to-market property for the year, 


(a) there shall be included in computing the tax- 
payer’s income for the year the profit, if any, 
from the disposition; and 


(b) there shall be deducted in computing the tax- 
payer’s income for the year the loss, if any, from 
the disposition. 

Related Provisions: 39(1)(a)(ii.2) — No capital gain on disposi- 


tion; 138(10)(a)— Application to insurance corporation; 
142.5(2) — Deemed disposition at year-end. 


(2) Mark-to-market requirement — Where a tax- 
payer that is a financial institution in a taxation year 
holds, at the end of the year, a mark-to-market prop- 
erty for the year, the taxpayer shall be deemed 


(a) to have disposed of the property immediately 
before the end of the year for proceeds equal to 
its fair market value at the time of disposition, 
and 


(b) to have reacquired the property at the end of 

the year at a cost equal to those proceeds. 
Related Provisions: 54“superficial loss’(c)— Superficial loss 
tule does not apply; 88(1)(2) — Windup of subsidiary into parent; 
112(5.6)(a)(i) — Stop-loss rules inapplicable; 138(10)(a) — Appli- 
cation to insurance corporation; 138(11.31)(a) — Change in use 
rules for insurer do not apply; 142.5(4)-(9) — Transitional rules; 
142.6(2) — Acquisition date under 142.5(2) to be ignored; 
142.6(8)—(10) — Transitional election re year that includes Febru- 
ary 22, 1994; Reg. 2405(5) — 142.5(2) to be‘ignored for definitions 
in Reg. 2405(3). 


(3) Mark-to-market debt obligation — Where a 
taxpayer is a financial institution in a particular taxa- 
tion year that begins after October 1994, the follow- 
ing rules apply with respect to a specified debt obli- 
gation that is a mark-to-market property of the 
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taxpayer for the particular year: 


(a) paragraph 12(1)(c) and subsections 12(3) and 
20(14) and (21) do not apply to the obligation in 
computing the taxpayer’s income for the particu- 
lar year; 


(b) there shall be included in computing the tax- 
payer’s income for the particular year an amount 
received by the taxpayer in the particular year as, 
on account of, in lieu of payment of, or in satis- 
faction of, interest on the obligation, to the extent 
that the interest was not included in computing 
the taxpayer's income for a preceding taxation 
year; and 


(c) for the purpose of paragraph (b), where the 
taxpayer was deemed by subsection (2) or para- 
graph 142.6(1)(b) to have disposed of the obliga- 
tion in a preceding taxation year, no part of an 
amount included in computing the income of the 
taxpayer for that preceding year because of the 
disposition shall be considered to be in respect of 
interest on the obligation. 


Related Provisions: 


138(10)(a) an Application to insurance 
corporation. 


(4) Transition — deduction re non-capital 
amounts — There may be deducted in computing 
the income of a taxpayer for the taxpayer’s taxation 
year that includes October 31, 1994 such amount as 
the taxpayer claims not exceeding a prescribed 
amount in respect of properties (other than capital 
properties) disposed of by the taxpayer because of 
subsection (2). 

Related Provisions: 138(11.5)(k) —Transfer of business by 
non-resident insurer; 142.5(5) — Inclusion re non-capital amounts. 


Regulations: 8102(2) (prescribed amount). 


(5) Transition —inclusion re non-capital 
amounts — Where a taxpayer deducts an amount 
under subsection (4), there shall be included in com- 
puting the taxpayer’s income for each taxation year 
that begins before 1999 and ends after October 30, 
1994, the prescribed ee for the year of the 
amount so. deducted 
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amended to modify the was 
authority. os 


Related Provisions: 87(2)(g.2) — Amalgamations — continuing 
corporation; 138(11.5)(k) — Transfer of business by non-resident 
insurer; Reg. 2402(a.1)A — Inclusion in income from participating 
life insurance business. 


Regulations: 8103 (prescribed amount). 


(6) Transition — deduction re net capital 
gains — Such amount as a taxpayer elects, not ex- 
ceeding a prescribed amount in respect of capital 
properties disposed of by the taxpayer because of 
subsection (2), shall be deemed to be:an allowable 
capital loss of the taxpayer for its taxation year that 
includes October 31, 1994 from the disposition of 
property. 


Related Provisions: 138(11.5)(k) — Transfer of business. by 
non-resident insurer; 142.5(7) — Inclusion re net capital gains. 


Regulations: 8104(2) (prescribed amount). 


(7) Transition —inclusion re net capital 
gains — Where a taxpayer elects an amount under 
subsection (6), the taxpayer shall be deemed, for 
each taxation year that begins before 1999 and ends 
after October 30, 1994, to have a taxable capital gain 
for the year from the disposition of property equal to 
the prescribed portion for the year of the amount so 
elected. 
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Related Provisions: 87(2)(g.2) — Amalgamations — continuing 
corporation; 138(11.5)(k) — Transfer of business by non-resident 
insurer; Reg. 2402(a.1)B — Inclusion in income from participating 
life insurance business. 


Regulations: 8105(2) (prescribed amount). 


(8) First deemed disposition of debt obliga- 
tion — Where 


(a) in a particular taxation year that ends after 
October 30, 1994, a taxpayer disposed of a speci- 
fied debt obligation that is a mark-to-market 
property of the taxpayer for the following taxa- 
tion year, and 


(b) either 
(i) the disposition occurred because of subsec- 


tion (2) and the particular year includes Octo- 
ber 31, 1994, or 


(ii) the disposition occurred because of para- 
graph 142.6(1)(b), 
the following rules apply: 

(c) subsection 20(21) does not apply to the dispo- 

sition, and 

(d) where 
(i) an amount has been deducted under para- 
graph 20(1)(p) in respect of the obligation in 


computing the taxpayer’s income for the par- 
ticular year or a preceding taxation year, and 


(ii) section 12.4 does not apply to the 
disposition, 


there shall be included in computing the tax- 
payer’s income for the particular year the 
amount, if any, by which 


(iii) the total of all amounts referred to in sub- 
paragraph (1) 
exceeds 


(iv). the total of all amounts included under 
paragraph 12(1)(4) in respect of the obligation 
in computing the taxpayer’s income for the 
particular year or a preceding taxation year. 


(9) Transition — property acquired on rol- 
lover — Where 


(a) a taxpayer acquired a property before October 
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31, 1994 at a cost less than the fair market value 
_, of the property at the time of acquisition, 


(b) the property was transferred, directly or indi- 
rectly, to the taxpayer by a person that would 
never have been a financial institution before the 
transfer if the definition “financial institution” in 
subsection 142.2(1) had always applied, 


(c) the cost is less than the fair market value be- 
cause subsection 85(1) applied in respect of the 
disposition of the property by the person, and 


(d) subsection (2) deemed the taxpayer to have 
_ disposed of the property in its particular taxation 
_ year that includes October 31, 1994, 


the following rules apply: 


(e) where the taxpayer would, but for this para- 
graph, have a taxable capital gain for the particu- 
lar year from the disposition of the property, the 
part of the taxable capital gain that can reasona- 
bly be considered to have arisen while the prop- 
erty was held by a person described in paragraph 
(b) shall be deemed to be a taxable capital gain of 
the taxpayer from the disposition of the property 
for the taxation year in which the taxpayer dis- 
poses of the property otherwise than because of 
subsection (2), and not to be a taxable capital 
gain for the particular year, and 


(f) where the taxpayer has a profit (other than a 
capital gain) from the disposition of the property, 
the part of the profit that can reasonably be con- 
sidered to have arisen while the property was 
held by a person described in paragraph (b) shall 
be included in computing the taxpayer’s income 
for the taxation year in which the taxpayer dis- 
poses of the property otherwise than because of 
subsection (2), and shall not be included in com- 
puting the taxpayer’s income for the particular 
year. 


History [s. 142.5]: S. 142.5 added by 1995, c. 21, s. 58, applicable 
to taxation years that end after October 30; 1994. - 

Definitions [s. 142.5]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1); “capital gain” — 39(1)(a), 248(1); “capital 
property” — 54, 248(1); “financial institution”, “mark-to-market 
property” — 142.2(1); “non-resident”, “prescribed”, “property” — 
248(1); “specified debt obligation” — 142.2(1); “taxable Canadian 
property” — 115(1)(b), 248(1); “taxable capital gain” — 38(a), 
248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Additional Rules 


142.6 (1) Becoming or ceasing to be a 
financial institution — Where, at a particular time 
after February 22, 1994, a taxpayer becomes or 
ceases to be a financial institution, 


(a) where a taxation year of the taxpayer would 
not, but for this paragraph, end immediately 
before the particular time, 


(i) the taxation year of the taxpayer that would 
otherwise have included the particular time 
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shall be deemed to have ended immediately 
before that time and a new taxation year of the 
taxpayer shall be deemed to have begun at 
that time, and 


(ii) for the purpose of determining the tax- 
payer’s fiscal period after the particular time, 
the taxpayer shall be deemed not to have es- 
tablished a fiscal period before that time; 


(b) where the taxpayer becomes a financial insti- 
tution, the taxpayer shall be deemed to have dis- 
posed, immediately before the end of its taxation 
year that ends immediately before the particular 
time, of each property held by the taxpayer that is 


(i) a specified debt obligation (other than a 
mark-to-market property for the year), or 


(ii) where the year ends after October 30, 
1994, a mark-to-market property for the year 


for proceeds equal to its fair market value at the 
time of disposition; 

(c) where the taxpayer ceases to be a financial in- 
stitution, the taxpayer shall be deemed to have 
disposed, immediately before the end of its taxa- 
tion year that ends immediately before the partic- 
ular time, of each property held by the taxpayer 
that is a specified debt obligation (other than a 
mark-to-market property of the taxpayer for the 
year), for proceeds equal to its fair market value 
at the time of disposition; and 


(d) the taxpayer shall be deemed to have reac- 
quired, at the end of the taxation year referred to 
in paragraph (b) or (c), each property deemed by 
that paragraph to have been disposed of by the 
taxpayer, at a cost equal to the proceeds of dispo- 
sition of the property. 
Related Provisions: 54‘superficial loss”(c) — Superficial loss 
rule does not apply to disposition under 142.6(1)(b); 87(2)(g.2) — 
Application of rule to predecessors corporation on amalgamation; 
112(5.6)(a)(ii) — Stop-loss rules inapplicable; 142.4(5)(b)(Gii) — 
Gain or loss not amortized; 142.5(8)(b)(ii) — First deemed disposi- 
tion of debt obligation; 142.6(2) — Acquisition date under 142.6(1) 
to be ignored. 


(2) Deemed disposition not applicable — For 
the purposes of this Act, the determination of when a 
taxpayer acquired a share shall be made without re- 
gard to a disposition or acquisition that occurred be- 
cause of subsection (1) or 142.5(2). 


(3) Property not inventory — Where a taxpayer 
is a financial institution in a taxation year, inventory 
of the taxpayer in the year does not include property 
that is 


(a) a specified debt obligation (other than a mark- 
to-market property for the year); or 

(b) where the year begins after October 1994, a 
mark-to-market property for the year. 


Related Provisions: 66.3(1)(a)(ii) — Rule in 142.6(3) overrides 
rule for certain exploration and development shares; 142.6(4) — 
Property that was inventory before introduction of new rules. 
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(4) Property that ceases to be inventory — 
Where a taxpayer that was a financial institution in 
its particular taxation year that includes February 23, 
1994 held, on that day, a specified debt obligation 
(other than a mark-to-market property for the year) 
that was inventory of the taxpayer at the end of its 
preceding taxation year, 


(a) the taxpayer shall be deemed to have disposed 
of the property at.the beginning of the particular 
year for proceeds equal to 


(i) where subparagraph (ii) does not apply, the 
amount at which the property was valued at 
the end of the preceding taxation year for the 
purpose of computing the taxpayer’s income 
for the year, and 


(11) where the taxpayer is a bank and the prop- 
erty is prescribed property for the particular 
year, the cost of the property to the taxpayer 
(determined without reference to paragraph 
(b)); 
(b) for the purpose of determining the taxpayer’s 
profit or loss from the disposition, the cost of the 
property to the taxpayer shall be deemed to be the 
amount referred to in subparagraph (a)(i); and 


(c) the taxpayer shall be deemed to have reac- 
quired the property, immediately after the begin- 
ning of the particular year, at a cost equal to the 
proceeds of disposition of the property. 


(5) Debt obligations acquired in rollover 
transactions — Where, 


(a) on February 23, 1994, a financial institution 
that is a corporation held a specified debt obliga- 
tion (other than a mark-to-market property for the 
taxation year that includes that day) that was at 
any particular time before that day held by an- 
other corporation, and 


(b) between the particular time and February 23, 
1994, the only transactions affecting the owner- 
ship of the property were rollover transactions, 


the financial institution shall be deemed, in respect 
of that obligation, to be the same corporation as, and 
a continuation of, the other corporation. 

Related Provisions: 87(2)(e), (e.2) — Rule overrides normal 
rules on amalgamation; 87(2)(e.3) — Continuity of corporation on 
amalgamation; 138(11.5)(k.1) — Continuity of corporation on rol- 
lover of insurance business by non-resident; 142.6(6) — Rollover 
transaction. 


(6) Definition of “rollover transaction” — For 
the purpose of subsection (5), “rollover transaction” 
means a transaction to which subsection 87(2), 88(1) 
or 138(11.5) or (11.94) applies, other than a transac- 
tion to which paragraph 138(11.5)(e) requires the 
provisions of subsection 85(1) to be applied. 


(7) Superficial loss rule not applicable — Sub- 
section 18(13) does not apply to the disposition of a 


Income Tax Act, Part I 


property by a taxpayer after October 30, 1994 where 


(a) the taxpayer is a financial institution when the 
disposition occurs and the property is a specified 
debt obligation or a mark-to-market property for 
the taxation year in which the disposition occurs; 
or . 


(b) the disposition occurs because of paragraph 


(1)(b). 
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History [s. 142.6]: S. 142.6 added by 1995, c. 21, s. 58; subsec. 
142.6(1) applicable after February 22, 1994; subsecs. 142.6(2) to (6) 
applicable to taxation years that end after February 22, 1994; and 
subsec. 142.6(7) applicable to dispositions occurring after October 
30, 1994, except the disposition of a debt obligation before July 
1995 where 


(a) the disposition is part of a series of transactions or events 
that began before October 31, 1994; 


(b) as part of the series of transactions or events, the taxpayer 
who acquired the debt obligation disposed of property before 
October 31, 1994; and 


(c) it is reasonable to consider that one of the main reasons for 
the acquisition of the debt obligation by the taxpayer was to 
obtain a deduction because, as a consequence of the disposition 
referred to in paragraph. (b), 


(i) an amount was included in the taxpayer’s income for 
any taxation year, or 


(ii) an amount was subtracted from a balance of undeducted 
outlays, expenses or other amounts of the taxpayer and the 
subtracted amount exceeded the portion, if any, of the bal- 
ance that could reasonably be considered to be in respect of 
the property. 


Definitions [s. 142.6]: “adjusted cost base” — 54, 248(1); “al- 
lowable capital loss” — 38(b), 248(1); “amount”, “assessment” — 
248(1); “bank” — Interpretation Act 35(1); “capital property” — 
54, 248(1); “corporation” — 248(1), /nterpretation Act 35(1); “dis- 
position” — 54; “financial institution” — 142.2(1); “fiscal pe- 
riod” — 248(1), 249.1; “inventory” — 248(1); “mark-to-market 
property” — 142.2(1); “Minister” — 248(1); “net capital loss” — 
111(8), 248(1); “prescribed”, “property” — 248(1); “rollover trans- 
action” — 142.6(6); “specified debt obligation” — 142.2(1); “taxa- 
ble capital gain” — 38(a), 248(1); “taxation year” — 249; “tax- 
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payer” — 248(1); “writing” — Interpretation Act 35(1). 
Communal Organizations 


143. (1) Communal organizations — Where a 
congregation 


(a) the members of which live and work together, 


(b) that does not permit any of its members to 
own any property in the member’s own right, and 


(c) that requires that its members devote their 
working lives to the activities of the congregation 


carries on one or more businesses or has the effec- 
tive management or control of one or more corpora- 
tions, trusts or other persons (which corporations, 
trusts and other persons are in this section collec- 
tively referred to as “business agencies’’) that carry 
on one or more businesses for purposes that include 
supporting or sustaining its members or the members 
of any other congregation, an inter vivos trust shall 
be deemed to have been in existence on December 
31, 1976 and continuously thereafter and the follow- 
ing rules apply: 
(d) the property of the congregation and the prop- 
erty of all business agencies of the congregation 
shall be deemed to be the property of the inter 
vivos trust, 


(e) where the congregation is a corporation, the 
corporation shall be deemed to be the trustee hav- 
ing control of the trust property, 


(f) where the congregation is not a corporation, 
its council, committee of leaders, executive com- 
mittee, administrative committee, officers or 
other group charged with the management of the 
congregation shall be deemed to be the trustees 
having control of the trust property, 


(g) the congregation and all business agencies of 
the congregation shall be deemed to act and have 
always acted as agents for the inter vivos trust in 
all matters relating to their business and other 
activities, 


(h) the members of the congregation shall be 
deemed to be the beneficiaries under the trust, 


(i) tax under this Part is payable by the trust on its 
taxable income for each taxation year, 


(j) in computing the income of the trust for any 
taxation year, no deduction may be made in re- 
spect of salaries, wages or benefits of any kind 
whatever, paid to the members of the congrega- 
tion, and 


(k) where the congregation or one of the business 
~ agencies is a corporation, section 15.1 shall, ex- 
cept for the purposes of paragraphs 15.1(2)(a) 
and (c) (other than subparagraphs 15.1(2)(c)(i) 
and (1i)), apply as if this subsection were read 
without reference to paragraphs (d) and (g). 


History: Para. 143(1)(k) added by 1994, c. 21, s. 67, applicable to 
1992 et seq. 
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Related Provisions: 108(1)“trust’(c) — S. 143 trust deemed not 
a trust for certain purposes; 127(7) — Investment tax credit of trust. 


Information Circulars: See at end of s, 143. 


(2) Election in respect of taxable income — 
Where the inter vivos trust referred to in subsection 
(1) in respect of a congregation so elects in'respect 
of a taxation year, the amount determined under par- 
_agraph (a) for that taxation year shall’ be deemed to 
have been payable by the trust in the year to the ben- 
eficiaries thereunder in accordance with the follow- 
: ing rules: 
(a) determine the amount that would be the taxa- 
‘ble income of the trust for thé year if no deduc- 
tions were made in respect of expenses incurred 
for the support, maintenance:and: satisfaction or 
personal needs of its members, 


(b) determine the amount that is the quotient ob- 

tained when the amount so determined is divided 
by 1'/s times the number of adults who are mem- 
“bers of the congregation at the end of the year, 


(c) allocate to each family in the congregation at 
the end of the year the amount equal to the prod- 
uct obtained when the amount’ determined: under 
paragraph (b) is ‘multiplied by the number’ of 
- adults ‘in the family at the énd of the year, and 


(d) allocate: among the:families in the congrega- 
tion at the end of the year in such»manner:as:the 
congregation determines the amount by’ which the 
amount determined under. paragraph. (a) exceeds 
the,total of amounts allocated under paragraph (c) 
or, if such an allocation is not made and specified 
in the election under this subsection in respect of 
the year; allocate to’ each of the families in the 
congregation at the end of the year the amount 
equal to the proportion of ‘the excess that the 
number of adults in the family at that time is of 
the number of adults in all of the families in the 
congregation at that time, 


and the total of amounts ‘so allocated to a family 
shall be deemed to be payable in the year to, and to 
be received in the year by, the adult member of the 
family who is specified in. the election under this 
subsection in respect of the year and that member of 
the family shall be deemed to have supported each of 
the other members of the family during that taxation 
year and the other members of the family shall be 
deemed to have been. wholly dependent on that 
member for support during that taxation year. 
Pre-RSC History: Para: 143(2)(a) amended by 1988, c, 55, . 128, 
to substitute “and satisfaction or personal needs of its members;” for 
“and satisfaction of the personal needs of its members, and if no 


deductions were made under sections 110.1, and 110.2,”, applicable 
to 1988 er seq. 


(3) Idem —'An election under subsection (2) in re- 
spect of a taxation: year!is not binding on the Minis- 
ter unless; 


(a) the election is made on or before the day on or 
before which:the inter vivos trust is required) by 
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section 150 to file a return of income for the year; 


(b) all tax, interest and penalties, if any, payable 
under this Part by adult members designated in 
accordance with subsection (2) have been paid 
within the time required by this Act; and 


(c) no amounts are, by virtue of subsection 
110(2), deducted in computing the taxable in- 
come for the year of the members designated in 
accordance with subsection (2). 


(3.1) Election in respect of gifts — For the pur- 
poses of section 118.1, where the fair market value 
of a gift made in a taxation year by an inter vivos 
trust referred to in subsection (1) would, but for this 
subsection, be included in the total charitable gifts, 
total Crown gifts or total. cultural gifts of the trust for 
the year and the trust so elects in its return of income 
under this Part for the year, 


(a) the trust shall be deemed not to have made the 
gift; and 

(b) each adult member of a family to whom an 
amount is deemed under subsection (2) to be pay- 
able in the year shall be deemed to have made, in 
the year, such a gift the fair market value of 
which is the amount determined by the formula 


B 
AK 
yw eS 


where 


A. is the fair market value of the gift made by the 
trust, 


B is the amount deemed under subsection (2) to 
be payable in the year in respect of the trust to 
the adult member, and 


C is the total of all amounts deemed under sub- 
section (2) to be payable in the year in respect 
of the trust to an adult member of a family. 


History: Subsec. 143(3.1) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 116(1), applicable to 1990 et seq. 


(4) Definitions — For the purposes of this section, 


“adult”? means an individual who, before the time at 
which the term is applied, has attained the age of 
eighteen years or is married; 


“congregation” means a community, society or 
body of individuals, whether or not incorporated, 
that adheres to the practices and beliefs of, and oper- 
ates according to the principles of, the religious or- 
ganization of which it is a constituent part; 


“family” means, 


(a) in the case of an unmarried. adult, that person 
and the person’s unmarried children who are not 
adults, and 


(b) in the case of a married adult, that person and 
the person’s spouse and the unmarried children of 
either or both of them who are not adults 
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but does not include an individual who is included in 
any other family or who is not a member of the con- 
gregation in which the family is included; 


“member of a congregation” means 


(a) an adult, living with the members of the con- 
gregation, who conforms to the practices of the 
religious organization of which the congregation 
is a constituent part whether or not that person 
has been formally accepted into the organization, 
and 


(b) an unmarried child, other than an adult, of an 
adult referred to in paragraph (a), if the child 
lives with the members of the congregation; 


“religious organization” means an organization, 
other than a registered charity, of which a congrega- 
tion is a constituent part, that adheres to beliefs, evi- 
denced by the religious and philosophical tenets of 
the organization, that include a belief in the exis- 
tence of a supreme being; 


“total charitable gifts” has the meaning assigned by 
subsection 118.1(1); 


“total Crown gifts’? has the meaning assigned by 
subsection 118.1(1); 


“total cultural gifts’’ has the meaning assigned by 
subsection 118.1(1). 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


History: The definitions “total charitable gifts”, “total Crown gifts” 
and “total cultural gifts” added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 116(2), applicable to 1990 et seq. 


Pre-RSC History: The definition “adult” was para. 143(4)(a); 
“congregation”, 143(4)(b); “family”, 143(4)(c); “member of a con- 
gregation”, 143(4)(d); “religious organization”, 143(4)(e); “total 
charitable gifts”, “total Crown gifts” and “total cultural gifts”, 
143(4)(f). 


(5) Effect of specification of member of fam- 
ily — Where an adult member (in this subsection re- 
ferred to as a “specified person’) of a family is spec- 
ified in an election under subsection (2) in respect of 
a taxation year, no other member. of that family may 
be specified in an election in respect of any subse- 
quent taxation year at-the end of which the specified 
person was a member of that family. 


Pre-RSC History [s. 143]: S. 143 added by 1977-78, c. 1, s. 71, 
applicable to 1977 et seq. 


Definitions [s. 143]: “amount” — 248(1); “business agencies” — 
143(1), between (c) and (d); “corporation” — 248(1), Interpretation 
Act 35(1); “inter vivos trust” — 108(1), 248(1); “married” — 
252(4)(c); “person”, “property” — 248(1); “registered charity” — 
248(1); “spouse” — 252(4)(a); “taxable income” — 2(2), 248(1); 
“taxation year” — 249; “trust? —104(1), 248(1), (3); “unmar- 
ried” — 252(4)(d). 


Information Circulars [s. 143]: 78-5R2: Communal 


organizations. 


Pre-RSC History [former s. 143]: Former s. 143 was repealed 
by 1977-78, c. 1, s. 71, applicable to 1977 et seg. S. 143 formerly 
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read: 


143. (1) Electric, gas or steam corporation — This section 
applies to a Canadian corporation whose gross revenue dur- 
ing a taxation year from the sale for delivery in Canada of 
electrical energy, gas or steam to 


(a) persons with whom it deals at arm’s length, and 


(b) persons with whom it does not deal at arm’s length 
for resale directly or indirectly for delivery in Canada to 
persons with whom it does deal at arm’s length, 


is more than of its total gross revenue for the year, other than 
exempt income and dividends (in this section referred to as 
“exempt dividends”) received by it to the extent of the 
amount thereof deductible under section 112 or subsection 
113(1) from its income for the year (such a corporation being 
hereinafter referred to as a “designated corporation”). 


(2) Taxable income — A designated corporation’s taxable 
income for a taxation year from the sale for delivery in Can- 
ada of electrical energy, gas or steam to 


(a) persons with whom it deals at arm’s length, and 


(b) persons with whom it does not deal at arm’s length 
for resale directly or indirectly for delivery in Canada to 
- persons with whom it does deal at arm’s length, 


(hereinafter referred to as its “class A taxable income’) shall, 
for the purposes of this section, be deemed to be the part of 
its taxable income for the year that its gross revenue for the 
year from such sales is of its total gross revenue for the year 
other than exempt income and exempt dividends; and its taxa- 
ble income for the year from all other sources (hereinafter re- 
ferred to as its “class B taxable income”) shall, for the pur- 
poses of this section, be deemed to be its taxable income for 
the year minus its class A taxable income for the year. 


(3) Tax payable — Notwithstanding section 123 or 123.3, as 
the case may be, the tax payable under this Part by a desig- 
nated corporation for a taxation year that is its 1972, 1973 or 
1974 taxation year is the aggregate of 


(a) the amount that would be determined under section 
123 or 123.3, as the case may be, to be its tax payable 
under this Part for the year if its taxable income for the 
year were an amount equal to its class B taxable income 
for the year, and 


(b) 48% of its class A taxable income for the year. 


(4) Exceptions — For the purposes of this section, a transac- 
tion shall be deemed not to have been a sale of gas by a cor- 
poration unless 


(a) the commodity sold was gas for lighting or heating 
and was not delivered in portable containers, and 


(b) the corporation itself had a system for the distribution 
of gas through which it delivered gas to not less than 100 
different customers. 


All that portion of subsec. 143(3) preceding para. (b) substituted by 
1974-75-76, c. 26, s. 97, applicable to 1972 ef seg. 


143.1 (1) Amateur athletes’ reserve funds — 
Where a national sport organization that is a regis- 
tered Canadian amateur athletic association receives 
an amount for the benefit of an individual under an 
arrangement made under rules of an international 
sport federation that require amounts to be held, con- 
trolled and administered by the organization in order 
to preserve the eligibility of the individual to com- 
pete in a sporting event sanctioned by the federation, 


(a) an inter vivos trust (in this section referred to 
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as an “amateur athlete trust’) shall be deemed to 
be created on the day that is the later of 


(i) the day on which the first such amount is 
received by the organization, and 


(ii) January 1, 1992, 


and to exist continuously thereafter until subsec- 
tion (3) or (4) applies in respect of the trust; 


(b) all property required to be held after 1991 
‘under the arrangement shall be deemed to be 
_ property of the trust and not property of aa other 
- person; 


_(c) any amount received at any time under the ar- 


_ rangement by the organization shall, to the extent 
that it would, but for this subsection, be included 
in computing the individual’s income for the tax- 
ation year that includes that time, be deemed to 


be income of the trust for the taxation year and 


~ not to be income of the individual; 


(d) all amounts paid at any time by the organiza- 
tion under the arrangement to or for the benefit of 
the individual shall be deemed to be amounts dis- 
tributed at that time to the individual by the trust; 


(e) the individual shall be deemed to be the bene- 
 ficiary under the trust; 


_ (f) the organization shall be deemed to be the 
trustee of the trust; and 


(g) no tax is payable under this Part by the trust 
on its taxable income for any taxation year. 
Related Provisions: 149(1)(v) — Exemptions — amateur athlete 


trust; 210.2(1.1) — Part XII.2 tax payable by amateur athlete trust; 
248(1)“amateur athlete trust” — Definition applies to entire Act. 


Forms: T3ATH-IND: Amateur athlete trust income tax return; 
T1061: Canadian amateur athlete trust group information return. 


(2) Amounts included in beneficiary’s in- 
come — In computing the income for a taxation 
year of the beneficiary under an amateur athlete 
trust, there shall be included the total of all amounts 
distributed in the year to the beneficiary by the trust. 
Related Provisions: 12(1)(z) — Inclusion in income of amateur 
athlete trust payments; 210.2(1.!) — Application of Part XII.2 tax 
to amateur athlete trusts; 212(1)(u) — Non-resident withholding 
tax — amateur athlete trust payments; 214(3)(k) — Non-resident 
withholding tax. 


(3) Termination of amateur athlete trust — 
Where an amateur athlete trust holds property on be- 
half of a beneficiary who has not competed in an in- 
ternational sporting event as a Canadian national 
team member for a period of 8 years that ends in a 
particular taxation year and begins in the year that is 
the later of 


(a) where the beneficiary has competed in such 
an event, the year in which the beneficiary last SO 
competed, and 


(b) the year in which the trust was created, 


the trust shall be deemed to have distributed, at the 
end of the particular taxation year to the beneficiary, 
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an amount equal to 


(c) where the trust is liable to pay tax under Part 
XII.2 in respect of the particular year, 64% of the 
fair market value of all property held by it at that 
time, and 


(d) in any other case, the fair market value of all 
property held by it at that time. 


Related Provisions: 210.2(1.1) — Application of Part XII.2 tax 
to amateur athlete trusts. 


(4) Death of beneficiary — Where an amateur 
athlete trust holds property on behalf of a beneficiary 
who dies in a year, the trust shall be deemed to have 
distributed, immediately before the death, to the ben- 
eficiary, an amount equal to 


(a) where the trust is liable to pay. tax under Part 
XII.2 in respect of the year, 64% of the fair mar- 
ket value of all property held by it at that time; 
and 


(b) in any other case, the fair market value of all 
property held by it at that time. 


Related Provisions: 210.2(1.1) — Application of Part XII.2 tax 
to amateur athlete trusts. 


History [s. 143.1]: S. 143.1 added by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 81, applicable to 1992 et seg. and, where an individual and 
a national sport organization that received an amount for the benefit 
of that individual jointly so elect by notifying the Minister of Na- 
tional Revenue in writing, to any taxation year ending after 1987 
and before 1992 throughout which the individual was resident in 
Canada, in which case, with respect to that individual and the trust 
under which the individual is deemed by s. 143.1 to be a 
beneficiary, 


(a) the reference to “1992” in para. 143.1(1)(a) shall be read as 
a reference to the taxation year for which the election is made, 
and 


(b) the reference to “1991” in para. 143.1(1)(b) shall be read as 
a reference to the taxation year before the year for which the 
election is made. 


Definitions [s. 143.1]: “amateur athlete trust” — 143.1(1)(a), 
248(1); “amount” — 248(1); “beneficiary” — 108(1); “individ- 
ual” — 248(1); “inter vivos trust” — 108(1), 248(1); “property”, 


“registered Canadian amateur athletic association” — 248(1); “taxa- 
tion year” — 11(2), 249. 
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Division G — Deferred and Other 
Special Income Arrangements 


Employees Profit Sharing Plans 
144. (1) Definition of “employees profit 


sharing plan” — In this section, an “employees 
profit sharing plan” at a particular time means an ar- 
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rangement 


(a) under which payments computed by reference 
to 

(i) an employer’s profits from the employer’s 

business, ie | 

(ii) the profits from the business of a corpora- 


tion with which the employer does not deal at 
arm’s length, or 


(iii) any combination of the amounts de- 
scribed in paragraphs (a) and (b) 


are required to be made by the employer to a trus- 

~ tee under the arrangement for the benefit of em- 
ployees of the employer or of a corporation with 
which the employer does not deal at arm’s length, 
and 


(b) in respect of which the trustee has, since the 
later of the beginning of the arrangement and the 
end of 1949, allocated, either contingently or ab- 
solutely, to those employees 


(i) in each year that ended at or before the par- 
ticular time, all amounts received in the year 
by the trustee from the employer or from a 
corporation with which the employer does not 
deal at arm’s length, 


(ii) in each year that ended at or before the 
particuiar time, all profits for the year from 
the property of the trust (determined without 
regard to any capital gain made by the trust or 
capital loss sustained by it at any time after 
1995); 


(iii) in each year that ended after 1971 and at 
or before the particular time, all capital gains 
and capital losses of the trust for the year, 


(iv) in each year that ended, after 1971, before 
1993 and at or before the particular time, 
100/15 of the total of all amounts each of 
which is deemed by subsection (9) to be paid 
on account of tax under this Part in respect of 
an employee because the employee ceased to 
be a beneficiary under the plan in the year, 
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and 


(v) in each year that ended after 1991 and at 
or before the particular time, the total of all 
amounts each of which is an amount that an 
employee is entitled to deduct under subsec- 
tion (9) in computing income because the em- 
ployee ceased to be a beneficiary under the 
plan in the year. 


S. 144(1) emp Income Tax Act, Part I 


Related Provisions: 144(9) — Refunds; 144(10) — Payments 
out of profits; 144(11) — Year-end on becoming DPSP; 147(6) — 
DPSP deemed not to be EPSP; 248(1)“employees profit sharing 
plan” — Definition applies to entire Act; 251(1) — Arm’s length. 


History: Subsec. 144(1) substituted by 1994, c. 21, subsec. 68(1), 
applicable to 1992 et seg. and, where an amount was paid to a per- 
son before 1993 without first having been allocated to that person, it 
shall be deemed for the purposes of the subsec. to have been allo- 
cated to that person. Subsec. 144(1) formerly read: :; 


(1) Definition of “employees profit sharing plan” — In this 
section, an “employees profit sharing plan” means an_ar- 
rangement under which payments computed by reference to 
an employer’s profits from the employer’s business or by ref- 
erence to an employer’s profits from the employer’s business 
and the profits, if any, from the business of a corporation with 
whom an employer does not deal at arm’s length are made by 
the employer to a trustee in trust for the benefit of officers or 
employees of the employer or of a corporation with whom the 
employer does not deal at arm’s length (whether or not pay- 
ments are also made to the trustee by the officers or employ- 
ees), and under which the trustee has, since the commence- 
ment of the plan or the end of 1949, whichever is the later, 
each year allocated either contingently or absolutely to indi- 
_ vidual officers or employees, 


(a) all amounts received by the trustee from the employer 
or from a corporation with whom the employer does not 
deal at arm’s length, 


(b) all profits from the trust property (computed without 
regard to any capital gain made by the trust or capital loss 
sustained by it at any time since the end of 1955), 


(c) all capital gains and capital losses of the trust for taxa- 
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tion years ending after 1971, and 


(d) all amounts in respect of which employees who have, 
after 1971, ceased to be beneficiaries under the arrange- 
ment are deemed by subsection (9) to have made a pay- 
ment on account of tax under this Part, 


-in such a manner that the total of all those amounts, profits, 

gains and losses, minus such portion thereof as has been paid 
to beneficiaries under the trust, is allocated either contin- 
gently or absolutely to officers or employees who are benefi- 
ciaries thereunder. 


- Regulations: 212 (information return). 


interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits, IT-379: Em- 


_ ployees profit sharing plans — allocations to beneficiaries. 


(2) No tax while trust governed by a plan — 
No tax is payable under this Part by a trust on the 
taxable income of the trust for a taxation year 
throughout which the trust is governed by. an em- 
ployees profit sharing plan. 

Related Provisions: 149(1)(p) — Exemption from tax. 


- History: Subsec. 144(2) substituted by 1994, c. 21, subsec. 68(1), 
applicable to 1993 et seg. That subsec. formerly, read: 


(2) No tax while trust governed by a plan — No tax is pay- 
able under this Part by a trust on the taxable income of the 
trust for a period during which‘the trust was governed by an 
employees profit sharing plan. 


(3) Allocation contingent or absolute taxa- 
ble -—— There shall be included in computing the in- 
come for a taxation year of an employee who is a 
beneficiary under an employees profit sharing plan 
each amount that is allocated to the employee contin- 
gently or absolutely by the trustee under the plan at 
any time in the year otherwise than in respect of 


(a) a payment made by the employee to the 
trustee; 


(b) a capital gain made by the trust before 1972; 


(c) a capital gain of the trust for a taxation year 
ending after 1971; 


(d) a gain made by the trust after 1971 from the 
disposition of a capital property except to the ex- 
tent that the gain is a capital gain described in 
paragraph (c); or 

(e) a dividend received by the trust from a taxable 
Canadian corporation. 


(f) [Repealed] 

Related Provisions: 6(1)(d) — Inclusion in income from em- 
ployment; 144(8) — Allocation of credit for dividends; 147(11) — 
Portion of receipts deductible where EPSP later becomes a DPSP. 
History: Para. 144(3)(f) repealed by 1994, c. 21, subsec. 68(2), ap- 
plicable to 1992 et seg., except that a taxpayer may elect that the 
repeal not apply to the taxpayer’s 1992 taxation year by so notifying 
Revenue Canada in writing before the end of December 1994. That 
para. formerly read: 


(f) interest received by the trust. 


Pre-RSC History: Para. 144(3)(f) substituted by 1988, c. 55, sub- 
sec. 129(1), applicable to 1988 et seq. Para. 144(3)(f) formerly read: 


(f) interest, other than any amount referred to in subsection 
110.1(2), received by the trust. 


Para. 144(3)(f) added by 1976-77, c. 4, subsec. 55(1), applicable to 


S. 144(4.1) 


1974 et seq. 


Para. 144(3)(e) substituted by 1973-74, c. 14, subsec. 49(1), appli- 
cable to 1972 et seq. 


Regulations: 212 (information return). 


Interpretation. Bulletins: IT-379: Employees’ profit sharing 
plans — allocations to beneficiaries. 


Forms: T4PS Segment; T4PS Summary: Return of allocations and 
payments under employees profit sharing plan; T4PS Supplemen- 
tary: Statement of employees profit sharing plan allocations and 
payments. 


(4) Allocated capital gains and losses — Each 
capital gain and capital loss of a trust governed by an 
employees profit sharing plan from the disposition of 
any property shall, to the extent that it is allocated by 
the trust to an employee who is a beneficiary under 
the plan, be deemed to be a capital gain or capital 
loss, as the case may be, of the employee from the 
disposition of that property for the taxation year of 
the employee in which the allocation was made and, 
for the purposes of section 110.6, the property shall 
be deemed to have been disposed of by the employee 
on the day on which it was disposed of by the trust. 
Related Provisions: 6(1)(d) — Allocations etc, under profit shar- 
ing plan; 39.1(1)“exempt capital gains balanee”C(c), 39.1(6) — Re- 
duction in gain to reflect capital gains exemption election. 
History: Subsec. 144(4) amended by 1995, c. 3, s. 42, applicable to 
1994 et seg. Subsec. (4) formerly read: 
(4) Any capital gain of a trust governed by an employees 
profit sharing plan or any capital loss of the trust for a taxa- 
tion year ending after 1971 from the disposition of any prop- 
erty shall, to the extent that it has been allocated by the trust 
to an employee who is a beneficiary under,the plan, be 
deemed to be a capital gain or capital loss, as the case may 
be, of the employee from the disposition of that property, for 
the taxation year of the employee in which the allocation was 
made. 


Interpretation Bulletins: IT-379: Employees profit sharing 
plans — allocations to beneficiaries. aL 


(4.1) Idem — Notwithstanding subsection 26(6) of 
the Income Tax Application Rules, where at any time 
before 1976 the trustee of a trust governed by an em- 
ployees profit sharing plan so elects in prescribed 
manner, the trust shall be deemed 


(a) to have, on December 31, 1971, disposed of 
each property owned by the trust on that day for 
proceeds of disposition equal to the fair market 
value of the property on that day, and 


(b) to have, on January 1, 1972, reacquired each 
property described in paragraph (a) for the 
amount referred to in that paragraph, 


if the trustee under the plan has, before 1976, allo- 
cated the total of all capital gains and capital losses 
resulting from the deemed dispositions among the 
employees or other beneficiaries under the plan to 
the extent that the trustee under the plan has not pre- 
viously so allocated:them. 


Related Provisions: 54“superficial loss”(c) — Superficial loss 
rule does not apply. 


Regulations: 1500(1) (prescribed manner). 
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Interpretation Bulletins: IT-379: Employees profit sharing 
plans — allocations to beneficiaries. 


(4.2) Idem — Where a trust governed by an em- 
ployees profit sharing plan 


(a) was governed by an employees profit sharing 
plan on December 31, 1971, and the trustee of the 
trust has made an election under subsection (4.1), 
or 


(b) was not governed by an employees profit 
sharing plan on December 31, 1971, 


the trustee of the trust may, in any taxation year after 
1973, elect in prescribed manner and prescribed 
form to treat any capital property of the trust as hav- 
ing been disposed of, in which event the property 
shall be deemed to have been disposed of on any day 
designated by the trustee for proceeds of disposition 
equal to 


(c) the fair market value of the property on that 
day, 


(d) the adjusted cost base to the trust of the prop- 
erty on that day, or 


(e) an amount that is neither greater than the 
greater of the amounts determined under 
paragraphs (c) and (d) nor less than the lesser of 
the amounts determined under those paragraphs 


whichever is designated by the trustee and to have 
been reacquired by the trust immediately thereafter 
at a cost equal to those proceeds. 


Related Provisions: 54“superficial loss”(c) — Superficial loss 
rule does not apply. 


Pre-RSC History: Subsecs. 144(4.1), (4.2) added by 1974-75-76, 
c. 26, s. 98, applicable, as to subsec. 144(4.1), to 1972 et seq., and, 
as to subsec. 144(4.2), to 1974 et seq. 


Regulations: 1500(2) (prescribed manner). 


Interpretation Bulletins: IT-379: Employees profit sharing 
plans — allocations to beneficiaries. 


Forms: T3009: Election for deemed disposition and reacquisition 
of capital property of a trust governed by an employees profit shar- 
ing plan under subsection 144(4.2). 


(5) Employer’s contribution to trust deducti- 
ble — An amount paid by an employer to a trustee 
under an employees profit sharing plan during a tax- 
ation year or within 120 days thereafter may be de- 
ducted in computing the employer’s income for the 
taxation year to the extent that it was not deductible 
in computing income for a previous taxation year. 
Related Provisions: 12(1)(n) — Benefits from employees profit 
sharing plan — income to employer; 18(1)(k) — Limitation re em- 
ployer’s contribution under profit sharing plan; 20(1)(w) — Em- 
ployer’s contribution under profit sharing plan. 


(6) Beneficiary’s receipts deductible — An 
amount received in a taxation year by a beneficiary 
from a trustee under an employees profit sharing 
plan shall not be included in computing the benefici- 
ary’s income for the year. 


Related Provisions: 12(1)(n) — Benefits from employees profit 
sharing plan — income to employer; 18(1)(k)(i), 20(1)(w) -— De- 
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duction for employer’s contribution. 


(7) Beneficiary’s receipts that are not deduct- 
ible — Notwithstanding subsection (6), such portion 
of an amount received in a taxation year by a benefi- 
ciary from the trustee under an employees profit 
sharing plan as cannot be established to be attributa- 
ble to 


(a) payments made by the employee to the 
trustee, 


(b) amounts required to be included in computing 
the income of the employee for that or a previous 
taxation year, » 


(c) a capital gain made by the trust before 1972, 


(d) a capital gain made by the trust for a taxation 
year ending after 1971, to the extent allocated by 
the trust to the beneficiary, 


(e) a gain made by the trust after 1971 from the 
disposition of a capital property, except to the ex- 
tent that the gain is a capital gain made by the 
trust for a taxation year ending after 1971, 


(f) the portion, if any, of the increase in the value 
of property transferred to the beneficiary by the 
trustee that would have been considered to be a 
capital gain made by the trust in 1971 if the trus- 
tee had sold the property on December 31, 1971 
for its fair market value at that time, or 


(g) a dividend received by the trust from a taxa- 
ble Canadian corporation other than a dividend 
described in subsection 83(1), to the extent allo- 
cated by. the trust to the beneficiary, 


shall be included in computing the beneficiary’s in- 
come for the year in which the amount was received, 
except that in determining the amount of any pay- 
ments or other things described in any paragraph of 
this subsection, the amount thereof otherwise deter- 
mined shall be reduced by such portion of the total 
of all capital losses of the trust for taxation years 
ending after 1971 as has been allocated by the trust 
to the beneficiary and has not been applied to reduce 
the amount of any payments or other things de- 
scribed in any other paragraph of this subsection. 


Related Provisions: 6(1)(d) — Allocations etc. under profit shar- 
ing plan; 212 — Tax on Canadian income of non-resident persons. 


Pre-RSC History: Para. 144(7)(g) substituted by 1976-77, c. 4, 
subsec. 55(2), applicable in respect of dividends received after May 
25, 1976. Para. 144(7)(g) formerly read: 


(g) a dividend received by the trust from a taxable Canadian 
corporation, to the extent allocated by the trust to the 
beneficiary. 


Subsec. 144(7) substituted by 1973-74, c. 14, subsec. 49(2), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-379: Employees profit sharing 
plan — allocations to beneficiaries. 


Forms: T4PS Segment; T4PS Summary: Return of allocations and 
payments under employees profit sharing plan; T4PS Supplemen- 
tary: Statement of employees profit sharing plan allocations and 
payments. 
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(7.1), Where property other than money 
received by beneficiary — Where, at any partic- 
ular time in a taxation year of a trust governed by an 
employees profit sharing plan, an amount was re- 
ceived by a beneficiary from the trustee under the 
plan and the amount so received was property other 
‘than money, the following rules apply in respect of 
each such property so received by the beneficiary at 
the particular time: ; 
~(a) the amount that was the cost amount to the 
~ trust of the property immediately before the par- 
ticular time shall be deemed to be the trust’s pro- 
ceeds of disposition of the property; and 
(b) that proportion of 
(i) such portion of the amount received by the 
beneficiary as can be established to be attribu- 
table to the payments or other things de- 
scribed in paragraphs (7)(a) to (g) (on the as- 
sumption that the amount of any payments or 
other things described in any such paragraph 
is the amount thereof determined as provided 
in subsection (7)) 


that 
(ii) the cost amount to the trust of the property 
immediately before the particular time 

is of 
(iii) the cost amounts to the trust of all proper- 


ties, other than money, so received by the ben- 
eficiary at the particular time, 


shall be deemed to be 


(iv) the cost to the beneficiary of the property, 
and 


(v) for the purposes of subsection (7) but not 
for the purposes of this subsection, the amount 
so received by the beneficiary by virtue of the 
receipt by the beneficiary of the property 
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Related Provisions: 
ance’ F(a) —- Exempt capital gains balance of flow-through entity. 


39.1(1)“exempt capital gains bal- 


Pre-RSC History: Subsec. 144(7.1) added by 1973-74, c. 14, 
subsec. 49(3), applicable to 1972 et seq. 


Interpretation Bulletins: [T-379: Employees profit sharing 
plan — allocations to beneficiaries. 


Forms: T4PS Segment: T4PS Summary: Return of allocations and 
Payments under employees profit sharing plan; T4PS Supplemen- 
tary: Statement of employees profit sharing plan allocations and 
payments. 


(8) Allocation of credit for dividends — Where 
there has been included in computing the income of 
a trust for a taxation year during which the trust was 
governed by an employees profit sharing plan taxa- 
ble dividends from taxable Canadian corporations 
and there has been allocated by the trustee under the 
plan for the purposes of this subsection an amount 
for the year to one or more of the employees who are 
beneficiaries under the plan, which amount or the to- 
tal of which amounts does not exceed the amount of 
the taxable dividends so included, each of the em- 
ployees who are beneficiaries under the plan shall be 
deemed to have received a taxable dividend from a 
taxable Canadian corporation equal to the lesser of 
(a) the amount, if any, that would be included in 
computing the employee’s income for the year by 
virtue of this section, if this section were read 
without reference to paragraph (3)(e), and 
(b) the amount, if any, so allocated for the pur- 
poses of this subsection to the employee. 


Interpretation Bulletins: [T-379- Employees’ profit sharing 
plans — allocations to beneficiaries. 


(8.1) Foreign tax deduction — For the purpose 


Income Tax Act, Part I 


of subsection 126(1), the following rules apply: 


(a) such portion of the income for a taxation year 
of a trust governed by an employees profit shar- 
ing plan from sources (other than businesses car- 
ried on by it) ina foreign country as 


(i) may reasonably be considered (having re- 
gard to all the circumstances including the 
terms and conditions of the plan) to be part of 


(A) the income that, by virtue of subsec- 
tion (3), was included in computing the in- 
come for a taxation year of a particular 
employee who was a beneficiary under the 
plan, or 


(B) the amount, if any, by which 


(I) the total of amounts each of which is 
a capital gain of the trust that, by virtue 
of subsection (4), was deemed to be a 
capital gain of the particular employee 
for a taxation year 


exceeds 


(II) the total of amounts each of which 
is a capital loss of the trust that, by vir- 
tue of subsection (4), was deemed to be 
a capital loss of the particular employee 
for the taxation year, and 


(i) was not designated by the trust in respect 
of any other employee who was a beneficiary 
under the plan, 


shall, if so designated by the trust in respect of 
the particular employee in its return of income for 
the year under this Part, be deemed to be income 
of the particular employee for the taxation year 
from sources in that country; and 


(b) an employee who is a beneficiary under an 
employees profit sharing plan shall be deemed to 
have paid as non-business-income tax for a taxa- 
tion year, on the income that the employee’ is 
deemed by paragraph (a) to have for the year 
from sources in a foreign country, to the govern- 
ment of that country an amount equal to that pro- 
portion of the non-business-income tax paid by 
the trust governed by the plan for the year to the 
government of that country, or to the government 
of a state, province or other political subdivision 
of that country (except such portion of that tax as 
was deductible under subsection 20(11) in com- 
puting its income for the year) that 


(i) the income that the employee is deemed by 
Paragraph (a) to have for the year from 
sources in that country 

is of 
(ii) the income of the trust for the year from 
sources (other than businesses carried on by 
it) in that country. 


Pre-RSC History: Subsec. 144(8.1) substituted by 1973-74, c. 14, 
subsec. 49(4), applicable to 1972 et seq. 
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(8.2) [Repealed] ee 


History: Subsec. 144(8.2) repealed by 1994, c. 21, subsec. 68(3), 
applicable to 1992 et seq., except that a taxpayer may elect that the 
repeal not apply to the taxpayer’s 1992 taxation year by so notifying 
Revenue Canada in writing before the end of December 1994. That 
subsec. formerly ‘read: MEd ete t sate k 


+ (8.2) Allocation of interest income deduction — Where in-- 
_~ terest has been included in- computing the income of a trust 
' for a taxation year during which the trust was governed by an 
employees profit sharing plan, and there has been allocated 
by the trustee under the plan for the purposes of this subsec- 
tion an amount for the year to one or more of the employees 
+ who are beneficiaries under the plan, which amount or the 
total of which amounts does not exceed the amount of the 
interest so included, each of the employees, who are benefi- 
ciaries under the plan shall be deemed to have received inter- 
est equal to the lesser of — Be Mi Se a 
(a) the amount, if any, that would be included in comput- 
ing the employee’s income for the year by virtue of this 
section, if this section were read without reference to par- 
agraph (3)(f), and 


‘(b) the amount, if any, so allocated for the purposes of 
this subsection to the employee. i 


Pre-RSC History: That portion of subsec. 144(8.2) preceding 


para. (a) substituted. by 1988, c..55; subsec. 129(2), applicable: to 


1988 et seq. That portion formerly read: 


(8.2) Allocation of interest income deduction — Where 
there has been included in computing the,income of a trust for 
a taxation year during which the trust was governed by an 
employées profit sharing plan, interest, other than any amount 
teferred to in subsection 110.1(2), and there has been allo- 
cated ‘by the trustee under the plan for the purposes of this 
subsection. an amount for the: year to,one or more of the em- 
ployees. who are beneficiaries under the plan, which amount 
or the aggregate of which amounts does not exceed. the 
amount of such interest so included, each of the employees 
who are beneficiaries under the plan shall be deemed to have 
received interest equal, to the lesser of 


Subsec: 144(8.2) added by 1976-77, c. 4, subsec. 55(3), applicable 
to 1974 et seg. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(9) Deduction for forfeited amounts — Where 
a person ceases at any time in a taxation year to be a 
beneficiary under an employees profit sharing plan 
and does not'become a beneficiary under the plan af- 
ter that time and in the year, there may be deducted 


in computing the -person’s income for the year the © 


amount determined by the formula 


ata ope serabeom“g 


. 4 
where. 


A. is the total of all amounts each of which is an 
amount included in. computing the person’s in- 
come for, the, year ora preceding taxation year 
(other than an, amount received before that time 
under the plan or an amount under the plan that 
the person is entitled at that time to receive) be- 
cause of an allocation (other than an allocation to 
which subsection (4) applies) to the person made 
contingently under the plan before that time; 


S. 144(10) 


Bis the portion, if any, of the value.of -A- that is 

included in the value of A because of paragraph 
-82(1)(b); ee Cs dade 

C is the total of all taxable dividends deemed to be 
received by the person because’ of ‘allocations 
under subsection (8) in respect of the plan; and 

D is the total of all amounts deductible under this 

subsection in computing the person’s income for 

‘a preceding taxation year because the person 
ceased to bea beneficiary under the plan in a pre- 
ceding taxation year. : 


Related Provisions: 8(1)(0.1) — Deduction from employment 
income; 144(3) — Allocation contingent or absolute taxable: 
144(10) — Payments out of profits; 152(1) — Assessment, 
160.1 — Where excess refunded; 257 — Formula cannot calculate 
to less than zero. . ii Sea i, 7 


History: Subsec. 144(9) substituted ‘by:-1994,.c. 21, subsec. 68(4), 
applicable to 1992 et seq., except that a taxpayer may elect that the 
subsec. not apply to the taxpayer’s 1992, taxation’ year by notifying 
Revenue Canada in writing before the end of December 1994. That 
subsec. formerly read: . ie beeen . 


(9) Refunds — For the purposes of. section 164; where an 
employee who is a beneficiary under an employees profit 
sharing plan. ceases,. at any. time in a.taxation,year, to be a 
beneficiary thereunder, and it is established that. , 
(a) there has been included in computing the income of 
the employee for that or a previous taxation year an 
amount by virtue of any allocation made to the employee 
contingently by the trustee under the plan. prior,.to the, 
time the employee ceased to be a beneficiary thereunder, 
and 2 ORG io fates be 
(b) the employee has not at any time received that 
amount from the trustee under the plan and is not, under ~ 
the plan, entitled to receive that-amount, 


the employee shall be deemed to have-made, at the time thé 
employee ceased to be a beneficiary under the plan, a pay- 
ment equal to 15% of that amount on account’ of tax under 
this Part for the taxation year in which the employee ceased 
to be a beneficiary under the plan. 


(10) Payments out of profits — Where the terms 
of an arrangement under which an employer makes 
payments toa trustee specifically. provide. that, the 
payments shall, be made “out of profits”, the arrange- 
ment shall, .if the employer so. elects in prescribed 
manner, be deemed, for; the purpose, of subsection 
(1), tobe an. arrangement under. which, payments 
computed.by reference to the employer’ s profits, are 
required... | 

History: Subsec. 144(10) substituted by 1994, c.:21, subsec. 68(4), 
applicable to 1992 et seq. That subsec. formerly..read:., ath 


(10) Payments out of profits — Where the terms of am ar- 
rangement under which an-employer makes. payments loa 
trustee specifically provide that the payments shall be made 
“out of profits”, the arrangement shall, if the employer has, so 
elected in prescribed manner, be deemed, for the purpose of 
subsection (1), to be an arrangement for payments “computed, , 
by reference to an employer’ s. profits. from the employer's 
business”’. Pipa. 


Regulations: 1500(3) (prescribed manner). 


Interpretation Bulletins: IT-280R: Employees’ profit ‘shating 
plans — payments computed by reference to profits. 
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(11) Taxation year of trust — Where an employ- 
ces profit sharing plan is accepted for registration by 
the Minister as a deferred profit sharing plan, the 
taxation year of the trust governed by the employees 
profit sharing plan shall be deemed to have ended 
immediately before the plan is deemed to have be- 
come registered as a deferred profit sharing plan pur- 
suant to subsection 147(5). 


Related Provisions [s. 144]: 147(6) — DPSP is not an EPSP. 


Definitions [s. 144]: “adjusted cost base” — 54, 248(1); 
“amount”, “business” — 248(1); “Canadian corporation” — 89(1), 
248(1); “capital gain”, “capital loss” — 39(1), 248(1); “capital 
property” — 54, 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “dividend”, “employee” — 248(1); “employees profit shar- 
ing plan” — 144(1), 248(1); “employer”, “Minister”, “officer”, 
“prescribed”, “property” — 248(1); “taxable Canadian corpora- 
tion” — 89(1), 248(1); “taxable capital gain” — 38(a), 248(1); “tax- 
able dividend” — 89(1), 248(1); “taxable income” — 2(2), 248(1): 
“taxation year” — 144(11), 249; “trust” — 104(1), 248(1); “unused 
portion of a beneficiary’s exempt capital gains balance” — 144( 1). 
Information Circulars [s. 144]: 77-1R4: Deferred profit sharing 
plans; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. 


Registered Supplementary 
Unemployment Benefit Plans 


145. (1) Definitions — In this section, 


“registered supplementary unemployment benefit 
plan” means a supplementary unemployment benefit 
plan accepted by the Minister for registration for the 
purposes of this Act in respect of its constitution and 
operations for the taxation year under consideration; 


Related Provisions: 248( 1)“registered supplementary unemploy- 
ment benefit plan” — Definition applies to entire Act. 


Pre-RSC History: The definition “registered supplementary un- 
employment benefit plan” was para. 145(1)(a). 


Forms: T3S: Supplementary unemployment benefit plan informa- 
tion and income tax return. 


“supplementary unemployment benefit plan” 
means an arrangement, other than an arrangement in 
the nature of a superannuation or pension fund or 
plan or an employees profit sharing plan, under 
which payments are made by an employer to a trus- 
tee in trust exclusively for the payment of periodic 
amounts to employees or former employees of the 
employer who are or may be laid off for any tempo- 
rary or indefinite period. 


Pre-RSC History: The definition “supplementary unemployment 
benefit plan” was para. 145(1)(b). 


Information Circulars: 72-5R: Registration of supplementary un- 
employment benefit plans; 78-14R2: Guidelines for trust companies 
and other persons responsible for filing. 


(2) No tax while trust governed by plan — No 
tax is payable under this Part by a trust on the taxa- 
ble income of the trust for a period during which the 
trust was governed by a registered supplementary 
unemployment benefit pian. 


Related Provisions: 149(1)(q) — Exemption — trust under a 


Income Tax Act, Part I 


registered supplementary unemployment benefit plan. 


Forms: T3S: Supplementary unemployment benefit plan informa: 
tion and income tax return. 


(3) Amounts received taxable — There shall be 
included in computing the income of a taxpayer for a 
taxation year each amount received by the taxpayer 
under a supplementary unemployment benefit plan 
from the trustee under the plan at any time in the 
year. 

Related Provisions: 56(1)(g) — Income inclusion — supplemen- 
tary unemployment benefit plan; 153(1)(e).— Withholding; 
21201 )\k) = Withholding tax on payment to non-resident. 


(4) Amounts received on amendment or 
winding-up of plan — There shall be included in 
computing the income for a taxation year of a tax- 
payer who, as an employer, has made any payment 
to a trustee under a supplementary unemployment 
benefit plan, any amount received by the taxpayer in 
the year as a result of an amendment to or modifica- 
tion of the plan or as a result of the termination or 
winding-up of the plan. 

Related Provisions: 56(1)(g) — Supplementary unemployment 
benefit plan; 153(1)(e) — Withholding; 212(1)(k) — Withholding 
tax on payment to non-resident. 


(5) Payments by employer deductible — An 
amount paid by an employer to a trustee under a reg- 
istered supplementary unemployment benefit plan 
during a taxation year or within 30 days thereafter 
may be deducted in computing the employer’s in- 
come for the taxation year to the extent that it was 
not deductible in computing income for a previous 
taxation year. 

Related Provisions: 6(1)(a)(i) — Employer’s contribution is not 
a taxable benefit; 18(1)(i) — Limitation re employer’s contribution 
under supplementary unemployment benefit plan; 20( 1)(x) — De- 
duction for employer’s contribution. 

Definitions [s. 145]: “amount”, “employee” — 248(1); “employ- 
ees profit sharing plan” — 144(1), 248(1); “employer”, “Minis- 
ter” — 248(1); “taxable income” — 2(2), 248(1); “taxation year”. — 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1). 


Registered Retirement Sa vings Plans 


146. (1) Definitions — In this section, 


“annuitant” means 


(a) until such time after maturity of the plan as 
his or her spouse becomes entitled, as a conse- 
quence of the spouse’s death, to receive benefits 
to be paid out of or under the plan, the individual 
referred to in paragraph (a) or (b) of the defini- 
tion “retirement savings plan” in this subsection 
for whom, under a retirement Savings plan, a re- 
tirement income is to be provided, and 
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(b) thereafter, the spouse referred to in paragraph 
a coni orbercobinsesbie | 

Related Provisions: 60(1) — Transfer of RRSP’ premium re- 
funds; 146(16) — RRSP — deduction; on transfer of funds; 
— 160.2(1) — Joint. and several liability in respect of amounts re- 
ceived out of or under RRSP; 248(8) — Occurrences as a Conse- 
quence of death. . 


Pre-RSC History: The. id finan “annuitant? was para. 
146(1)(a). : HIV Sy 
Para. 146(1)(a) substituted by 1979, c. 5; subsec. 46(1), applicable 
after June 29, 1978. Para. (a) formerly read: aH oO 


(a) “annuitant” means the individual referred to in Subpara- — 


graph (j)() or (ii) for whom, under a retirement savings plan, 
a retirement income is to be provided; 


Para. 146(1)(a) substituted by 1977-78, \c. 32, subsec. 34(1). Para. 
146(1)(a) formerly read: 


(a) “annuitant” means an individual referred to in subpara- 
graph (j)(i) or (ii) to whom, under a retirement savings plan, 
any annuity for life is agreed to be paid or is to be provided; 


Information Circulars: 72-22R9: Registered retirement savings 
plans. 


“benefit” includes any amount received out of or 
under a retirement savings plan other than 


(a) the portion thereof received by a person other 
than the annuitant that can reasonably be re- 
garded as part of the amount included in comput- 
ing the income of an annuitant by virtue of sub- 
sections (8.8) and (8.9), . 


(b) an amount received by the person with whom 
the annuitant has the contract or arrangement de- 
scribed in the definition “retirement savings plan” 
in this subsection as a premium under the plan, 
and 


(c) an amount, or part thereof, received in respect 
of the income. ofthe trust under the plan for a tax- 
ation year for which the trust was: not exempt 
from tax by virtue of paragraph (4)(c) 


and without restricting the generality of the forego- 
ing includes any amount paid to an annuitant under 
the plan azobiedict rothl! Ris 

(d) in accordance with the terms of the plan, 

(e) resulting from ‘an amendment to or modifica- 

~ ‘tion of the plan, or 

(f) resulting from the termination of the plan;, 
Related Provisions: 160.2(1) — Joint and several liability in re- 
spect of amounts received out of or under RRSP. 


Pre-RSC History: Zhe definition “benefit” was para. 146(1)(b). 
See Table of Concordance. "preg 


Para. 146(1)(b) substituted by 1979, c. 5, subsec. 46(2), applicable 
after June 29, 1978. Para: (b) formerly read: 


(b) “benefit” includes any amount received out of or under a 
retirement savings plan otherwise: than as a premium and 
without. restricting the generality, of the foregoing includes 
any amount paid to an annuitant under the plan 


(i) in accordance with the terms of the plan, . 


(ii) resulting from an amendment to or modification of 
the plan, or 
(iii), resulting. from the termination of the plan; 


Para. 146(1)(b) substituted by 1974-75-76, 26, subsec: 99(1), ap- 
plicable to 1972 ef seq. , a 


‘Advance Tax Rulings: ATR-37: Refund of premiums transferred 


to spouse. 


“earned income” of a taxpayer fora taxation year 


means the amount, if any, by which the total. of all 


amounts each of which 1S 
(a) the taxpayer’s income for a period in, the year 
throughout which the taxpayer, was resident in 
Canada from 


(i) an office or employment, determined with- 
out reference to paragraphs 8(1)(c), (m) and 
(m.2), 


(ii) a business carried on) by the taxpayer ei- 
ther alone or as a partner actively engaged in 
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the business, or 


(ili) property, where the income is derived 
from the rental of real property or from royal- 
ties in respect of a work or invention of which 
the taxpayer was the author or inventor, 


(b) an amount included under paragraph 56(1)(b), 
(c), (c.1), (c.2), (g) or (0) in computing the tax- 
payer’s income for a period in the year through- 
out which the taxpayer was resident in Canada, 


(b.1) an amount described in paragraph 56(8)(a) 
received by the taxpayer in the year, where the 
taxpayer was resident in Canada at the time of 
receipt, 


(c) the taxpayer’s income for a period in the year 
throughout which the taxpayer was not resident 
in Canada from 


(i) the duties of an office or employment per- 
formed by the taxpayer in Canada, determined 
without reference to paragraphs 8(1)(c), (m) 
and (m.2), or 


(ii) a business carried on by the taxpayer in 
Canada, either alone or as a partner actively 
engaged in the business 


except to the extent that the income is exempt 
from income tax in Canada by reason of a provi- 
sion contained in a tax convention or agreement 
with another country that has the force of law in 
Canada, or 


(d) in the case of a taxpayer described in subsec- 
tion 115(2), the total that would be determined 
under paragraph 115(2)(e) in respect of the tax- 
payer for the year if 


(i) that paragraph were read without reference 
to subparagraphs 115(2)(e)(iii) and (iv), and 
(ii) subparagraph 115(2)(e)(ii) were read with- 
Out any reference therein to paragraph 
56(1)(n), 
except any part thereof included in the total deter- 
mined under this definition by reason of para- 
graph (c) or exempt from income tax in Canada 
by reason of a provision contained in a tax con- 
vention or agreement with another country that 
has the force of law in Canada, 


exceeds the total of all amounts each of which is 


(e) the taxpayer’s loss for a period in the year 
throughout which the taxpayer was resident in 
Canada from 


(i) a business carried on by the taxpayer, ei- 
ther alone or as a partner actively engaged in 
the business, or 


(ii) property, where the loss is sustained from 
the rental of real property, 


(f) an amount deductible under paragraph 60(b), 
(c) or (c.1), or deducted under paragraph 60(c.2), 
in computing the taxpayer’s income for the year, 
or 
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(g) the taxpayer’s loss for a period in the year 
throughout which the taxpayer was not resident 
in Canada from a business carried on by the tax- 
payer in Canada, either alone or as a partner ac- 
tively engaged in the business, 


and, for the purposes of this definition, the income or 
loss of a taxpayer for any period in a taxation year is 
the taxpayer’s income or loss computed as though 
that period were the whole taxation year; 

History: Para. (b) of the definition “earned income” in subsec. 
146(1) amended to add reference to para. 56(1)(c.2), para. (b.1) ad- 
ded and para. (f) amended to add “, or deducted under paragraph 
60(c.2)”, by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 82(1) and 
(2), applicable to 1991 et seq. 


Pre-RSC History: The definition “earned income” was para. 
146(1)(c). See Table of Concordance. 


Para. 146(1)(c) substituted by 1990, c. 35, subsec. 13(1), applicable 
to 1988 et seg. except that 


(a) in its application to the 1988 taxation year, the para. shall be 
read as follows: 


“(c) “earned income” of a taxpayer for a taxation year 
means the amount, if any, by which the aggregate of all 
amounts each of which is 


(i) the taxpayer’s income for the year from 


(A) an office or employment, determined with- 
out reference to paragraph 8(1)(m), 


(B) the carrying on of a business either alone or 
as a partner actively engaged in the business, or 


(C) property, where such income is derived from 
the rental of real property or from royalties in re- 
spect of a work or invention of which the tax- 
payer was the author or inventor, or 


(ii) an amount included in computing the taxpayer’s 
income for the year 


(A) under paragraph 56(1)(b), (c), (c.1), (g) or 
(0), this section or subsection 147(10) or (15), or 


(B) as a superannuation or pension benefit, reiir- 
ing allowance or death benefit 


exceeds the aggregate of all amounts each of which is 
(ili) the taxpayer’s loss for the year from 


(A) the carrying on of a business either alone or 
as a partner actively engaged in the business, or 


(B) property, where such loss is sustained from 
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6: the rental of real property, or 


(iv) an amount deductible in computing the tax- 
payer’s income for the year under paragraph 60(b), 
0 ; (c); (c.1), G), G-0D, (j.1).(k), (or (m) or subsection 
Boe iat), bbs «6)or (7); and 
(b) in its application to the 1989 taxation year, the para. shall be 
~/ read as follows: wie ai 


1» (M(c) “earhed' income” of a taxpayer for a taxation year 
means the amount, if any, by which the aggregate of all 
_- amounts each of whichis ._ 
(i) the taxpayer’s income for the year from 


(A) an office or employment, determined with- 
out reference to paragraphs 8(1)(e), (m): and 
_(m.2), 


(B) the carrying on of a business either alone or 
_as a partner actively engaged in the business, or 


(C) property, where such income is derived from 

“the rental of real property or from royalties in re- 
spect of a work or invention of which the tax- 
payer was the author or inventor, or 


Gi),an amount-included in computing the taxpayer’ s 
income for the year 


(A) under paragraph 56(1)(b), (c), (c.1), (g) or 
(o),: this section or subsection 146.3(5) or 
147(10) or (15), 


(B) as a superannuation or pension benefit, retir- 
ing allowance or death benefit 


exceeds the aggregate of all amounts each of which is 
“ Gii) the taxpayer’s loss for the year from 


(A) the carrying on of a business either alone or 
as a partner actively engaged in the business, or 


(B) property, where such loss is sustained from 
the rental of real property, or 


(iv) an amount deductible under paragraph 60(b), (c), 
(c:1);'G), G-1), G-2), (K), (1)or (m) or subsection (6) 
or (7) in computing the taxpayer's income for the 
year;” 
Para. 146(1)(c) formerly read: 
©) “earned income” means the aggregate of 


(i) salary or wages, superannuation or pension benefits, 
retiring allowances, death benefits, royalties in respect of 
a work or invention of which the taxpayer was the author 
or inventor, amounts included in computing the income 
of the taxpayer by virtue of paragraph 56(1)(b) or (Cc), 
amounts received by. the taxpayer from a trustee under a 
supplementary unemployment benefit plan, amounts in- 
cluded in computing the income of the taxpayer by virtue 
of this section and amounts included in computing the in-_ 
come of the taxpayer by virtue of subsections 146.2(6) 
and 147(10) and (15), 


(it) income from the carrying on of a business either 
alone or as a partner actively engaged in the business, 


(iii) rental income from real property and 


(iv) amounts deductible under paragraph 8(1)(m) 1n com- 
puting the income of the taxpayer, 


minus 
(v) losses from the carrying on of a business either alone 
or as a partner actively engaged in the business, 
(vi) losses from the rental of real property, and 
(vii) amounts deductible under paragraphs 60(), G-1), (1) 
or (m) or under subsection (6) or (7): in computing the 
income of the taxpayer; 


S. 146(1) net 


Subpara. 146(1)(c)(iv) amended to substitute “paragraph 8(1)(m)” 
for “paragraph 8(1)(1) or (m)”, by 1988, c. 55, subsec. 130(1), appli- 
cable to 1988 et seq. 

Subpara. 146(1)(c)(vil) amended by 1980-81-82-83, c. 140, subsec. 
98(1) to add a reference to paragraphs “60(j.1), ()” applicable to 
1981 et seg. except that for the 1981 and 1982 taxation years, sub- 
para. 146(1)(c)(vi1) shall be read without a reference to para. 60(1). 


Subpara. 146(1)(c)() substituted by 1974-75-76, c. 26, subsec. 
99(2), applicable to 1974, et seq., to add reference to subsec. 
146.2(6). 


Para. 146(1)(c) substituted by 1973-74, c. 14, subsec. 50(1), appli- 
cable to 1972 et seq. : 


Selected Cases [subsec. 146(1)“earned income” ]: De Gior- 
gio v. Canada, [1996] 2 C.T.C. 2038 (TCC) (Reported income from 
company constituted “earned income”); Goldstein vy. Canada, 
[1995] 2 C.T.C. 2036 (TCC) (Income retains its character as it 
flows through partnership); Switzer v. Canada, [1995] 1 C.T.C. 
2928 (TCC) (Royalties in appropriate circumstances may be earned 
income). 


Interpretation Bulletins: IT-377R: Director’s, executor’s or ju- 
ror’s fees; IT-434R: Rental.of real property by individual. 


Forms: T1023: RRSP deduction limit — calculation of earned 
income. 


‘“Gssuer” means the person referred to in the defini- 
tion “retirement savings plan” in this subsection with 
whom an annuitant has a contract. or arrangement 
that is a retirement savings plan; 


Pre-RSC History: The definition “issuer” was para. 146(1)(c.1). 


Para. 146(1)(c.1) added by 1980-81-82-83, c. 140, subsec. 98(2), 
applicable after November 12, 1981. 


“maturity” means the date fixed under a retirement 
savings plan for the commencement of any retire- 
ment income the payment of which 1s provided for 
by the plan, 

Pre-RSC History: The definition “maturity” was para. 146(1)(d). 


Para. 146(1)(d) substituted by 1977-78, c. 32, subsec. 34(2), to sub- 
stitute “retirement income” for “annuity”. 


“net past service pension adjustment” of a tax- 
payer for a taxation year means the positive or nega- 
tive amount determined by the formula 


P+Q-G 
where 


P is the total of all amounts each of which is the 
taxpayer’s past service pension adjustment for the 
year in respect of an employer, 


Q is the total of all amounts each of which is a pre- 
scribed amount in respect of the taxpayer for the 
year, and 


G is the amount of the taxpayer's PSPA withdraw- 
als for the year, determined as of the end of the 
year in accordance with prescribed rules, 

Related Provisions: 204.2(1.3) — Net past service pension ad- 


justment for purposes of Part X.1 tax; 257 — Formula cannot calcu- 
late to less than zero. 


History: The portion of the definition “net past service pension ad- 
justment” before the description of G in subsec. 146(1) substituted 
by 1994, c. 21, subsec. 69(1), applicable to 1993 et seg. That por- 
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tion of the definition formerly read: 


“net past service pension adjustment” of a taxpayer for a tax- 
ation year means the positive or negative amount determined 
by the formula 


P-—G 
where 
P is the total of all amounts each of which is the taxpayer’s 


past service pension adjustment for the year in respect of 
an employer, and 


All that portion of the definition of “net past service pension adjust- 
ment” preceding the description of G amended by 1994, c. 7, Sch. 
VII (1993, c, 24), subsec. 82(3), applicable after 1988. That portion 
formerly read: 


“net past service pension adjustment” of a taxpayer for a tax- 
ation year means the amount determined by the formula 


P—(F+G) 
where 
P is the total of all amounts each of which is the taxpayer’s 


past service pension adjustment for the year in respect of 
an employer, 


F is the amount of the taxpayer’s PSPA transfers for the 
year, determined as of the end of the year in accordance 
with prescribed rules, and 


Pre-RSC History: The definition “net past service pension adjust- 
ment” was para. 146(1)(d.1 ). See Table of Concordance. 


Para. 146(1)(d.1) added by 1990, c. 35, subsec. 13(2), applicable 
after 1988. 


Regulations: 8307(5) (prescribed rules); 8308.4(2) (prescribed 
amount for the description of Q). 


“non-qualified investment”, in relation to a trust 
governed by a registered retirement Savings plan, 
means property acquired by the trust after 1971 that 
is not a qualified investment for the trust; 


Pre-RSC History: The definition “non-qualified investment” was 
para. 146(1)(e). 


“premium” means any periodic or other amount 
paid or payable under a retirement Savings plan 


(a) as consideration for any contract referred to in 
paragraph (a) of the definition “retirement sav- 
ings plan” to pay a retirement income, or 


(b) as a contribution or deposit referred to in par- 
agraph (b) of that definition for the purpose stated 
in that paragraph 


but, except for the purposes of paragraph (b) of the 
definition “benefit” in this subsection and paragraph 
(2)(b.3), does not include a repayment described in 
subparagraph (b)(ii) of the definition “excluded 
withdrawal” in subsection 146.01(1) or an amount 
designated under subsection 146.01(3); 

Related Provisions: 609) — Transfer of superannuation bene- 
fits; 604.01) — Transfer of surplus; 60(j.2) — Transfer to spousal 
RRSP; 60(1) — Transfer of RRSP premium refunds. 


History: The closing words of the definition “premium” in subsec. 
146(1) amended: by 1995, c. 3, subsec. 43(1), applicable to 1995 et 
seq. The closing words formerly read: 


but, except for the Purposes of paragraph (b) of the definition 
“benefit” and paragraph (2)(b.3), does not include a repay- 
ment described in subparagraph (b)(ii) of the definition “ex- 
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cluded withdrawal” in subsection 146.01(1) or designated ) 
under subsection 146.01(3); 


The definition “premium” in subsec. 146(1) amended by 1994, ¢. 7, 
Sch. VIII (1993, c. 24), subsec. 82(4), to delete “in this subsection” 
from after “retirement Savings plan” in para. (a) and to add that por- 
tion following para. (b), applicable to 1992 et seq. ) 
Pre-RSC History: The definition “premium” was para. 146(1 MA. 


Subpara. 146(1)(f)(ii) substituted by 1980-81-82-83, c. 40, subsec, 
96(1), in force December 1, 1980, to add “or deposit”. . 


Subpara. 146(1)(f)(i) substituted by 1977-78, c. 32, subsec. 34(3),. 
Subpara. 146(1)(f)(i) formerly read: ) 


(i) as consideration for any agreement referred to in subpara- 
graph (j)(i) to pay an annuity, or 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


“qualified investment” for a trust governed by a 
registered retirement Savings plan means 


(a) an investment that would be described in any 
of paragraphs (a), (b), (d) and (f) to (h) of the def- 
inition “qualified investment” in section 204 if 
the references in that definition to a trust were 
read as references to the trust governed by the 
registered retirement Savings plan, 


(b) a bond, debenture, note or similar obligation — 
of a corporation the shares of which are listed on 
a prescribed stock exchange in Canada, 


(c) an annuity described in the definition “Tetire- 
ment income” in this subsection in respect of the 
annuitant under the plan, if purchased from a per- 
son licensed or otherwise authorized under the 
laws of Canada or a province to Carry on in Can- 
ada an annuities business, and 


(d) such other investments as may be prescribed 
by regulations of the Governor in Council made 
on the recommendation of the Minister of 
Finance; 


Related Provisions: 87(10) — New share issued on amalgama- 
tion of public corporation deemed to be listed on prescribed stock 
exchange; 132.2(1)(k) — Where share ceases to be qualified invest- 
ment due to mutual fund reorganization; 207.1(1) — Tax payable 
by RRSP. 


Pre-RSC History: The definition “qualified investment” was 
para. 146(1)(g). 

Subpara. 146(1)(g)(iii) substituted by 1980-81-82-83, c. 140, sub- 
sec. 98(3) applicable after June 29, 1978, to substitute “paragraph 
Gal) “for “subparagraph (2)(a)(ii)”. 

Selected Cases [subsec. 146(1)“qualified investment”): 
The Queen vy. Epstein, [1984] C.T.C. 270 (FCTD) (Mortgage ac- 
quired from company controlled by taxpayer was arm’s length 
transaction and qualified investment for RRSP). 

Regulations: 221 (information return by issuer of qualified invest- 
ment); 3200, 3201 (prescribed stock exchanges; but see also ITA 
87(10)); 4900, 4901, 5100-5104 (prescribed investments). 

I.T. Application Rules: 65(1), (3). 


Interpretation Bulletins: IT-320R2: Registered retirement sav- 
ings plans — qualified investments. 
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Forms: T3F: Investments prescribed to, be qualified or not to be 
foreign property information return. 


| “RRSP deduction limit” of a taxpayer for a taxa- 
tion year means the amount determined by the 
formula ) 


A+B-€ 


where 


A is the taxpayer’s unused RRSP deduction room at 
the end of the immediately preceding taxation 
year, 

B is the amount, if any, by which the lesser of the 
RRSP. dollar limit for the year and 18% of the 
taxpayer’s earned income for the immediately 
preceding taxation year exceeds the total of all 
‘amounts each of which is the taxpayer’s pension 
adjustment for the immediately preceding taxa- 
tion year in respect of an employer, or a pre- 
scribed amount in respect of the taxpayer for the 
year, and | 


C is the taxpayer’s net past service pension adjust- 
ment for the year; 


S. 146(1) ref 


146(5) — Amount of RRSP premiums deductible; 146(5.1) — 
Amount of spousal RRSP premiums deductible; 146(5.21) — Anti- 
avoidance; 204.1(2.1) — Tax payable by individuals — contribu- 
tions after 1990; 248(1)“RRSP deduction limit” — Definition ap- 
plies to entire Act; 257 _— Formula cannot calculate to less than 
zero; Reg. 8307(2) — Prescribed condition for registered pension 
plan. iets 


Pre-RSC History: The definition “RRSP deduction limit” was 
para. 146(1)(g.1). See Table of Concordance. 


Para. 146(1)(g.1) added by 1990, c. 35, subsec. 13(3), applicable 
after 1988. 


Regulations: 8308(2), 8308.2, 8308.4(2), 8309 (prescribed 
amount). 


Forms: 1452: Notice of Assessment with calculation of RRSP con- 
tribution limit; T1023: RRSP deduction limit — calculation of 
earned income. : 


“RRSP dollar limit” for a calendar year means 


(a) for years other than 1996, the money purchase 
limit for the preceding year, and 


(b) for 1996, $13,500; 


Related Provisions: 204.2(1.1) — Cumulative excess amount in 
respect of RRSPs; 248(1)“RRSP dollar limit” — Definition applies 
to entire Act. : 


History: The definition “RRSP dollar. limit” in subsec. 146(1) 
amended by 1996, c. 21,.s. 34, applicable after 1995. It formerly 
read: 


“RRSP dollar limit” for a calendar year means the money 

purchase limit for the immediately preceding calendar year; 
Pre-RSC History: The definition “RRSP. dollar limit” was para. 
146(1)(g.2). 
Para. 146(1)(g.2) added by 1990, c. 35, subsec. 13(3), applicable 
after 1988. 


“refund of premiums” means 


(a) any amount paid to a spouse of the annuitant 
out of or under a registered retirement savings 
plan of the annuitant, where the annuitant died 
before the maturity of the plan and that amount 
was paid as a consequence of the death, or .. 


(b) if the annuitant had no spouse at the time of 
the annuitant’s death, any amount paid out of or 
under a registered retirement savings plan of the 
annuitant after the death to a child or grandchild 
(in this definition referred to as a “dependant’) of 
“the annuitant, who was, at the time of the death, 
financially dependent on the annuitant for 
support, 


1307 


S. 146(1) ref 


and for the purpose of paragraph (b), it is assumed, 
unless the contrary is established, that a dependant 
was not financially dependent on the annuitant for 
Support at the time of the annuitant’s death if the in- 
come of the dependant for the taxation year preced- 
ing the taxation year in which the annuitant died ex- 
ceeded the amount used under paragraph (c) of the 
description of B in subsection 118(1) for that preced- 
ing year; 

Related Provisions: 146(8.9) — Effect of death where person 
other than spouse becomes entitled; 146.3(1)“designated benefit” — 


Application of definition to RRIFs; 248(8) — Occurrences as a con- 
sequence of death. 


History: Paras. (a) and (b) of the definition of “refund of premi- 
ums” in subsec. 146(1) substituted by 1994, c. 21, subsec. 69(2), 
applicable to deaths occurring after 1992. Those paras. formerly 
read: 


(a) any amount paid to a spouse of the annuitant, as a conse- 
quence of the annuitant’s death, out-of or under a registered 
retirement savings plan of the annuitant prior to its maturity, 
or 


(b) if the annuitant had no spouse at the time of the annui- 
tant’s death, any amount paid out of or under a registered re- 
tirement Savings plan of the annuitant to a child or grandchild 
(in this definition referred to as a “dependant’”) of the annui- 
tant, who was, at the time the annuitant died, financially de- 
pendent on the annuitant for support, 


All that portion of the definition “refund of premiums” in subsec. 
146(1) following para. (b) substituted by 1994, c, 7, Sch. VII (1992, 
c. 48), s. 13, applicable to 1993 er seq. That portion formerly read: 


and for the purpose of paragraph (b), it shall be assumed, un- 
less the contrary is established, that a dependant was not fi- 
nancially dependent on the annuitant for support at the time 
of the annuitant’s death if 


(c) any person other than the annuitant was permitted a 
deduction under paragraph 118(1)(d) in respect of the de- 
pendant in computing that other person’s tax payable 
under this Part for the taxation year immediately preced- 
ing the taxation year in which the annuitant died, or 
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(d) the income of the dependant for the year referred to in 
paragraph (c) exceeded $5,000; 


Pre-RSC History: The definition “refund of premiums” was pare 
146(1)(h). See Table of Concordance. 


Subpara. 146(1)(h)(ii) substituted by 1990, c. 35, subsec. 13(4), ap 
plicable to 1989 et seq. Subpara. (1)(h)(ii) formerly read: 


(ii) if the annuitant had no Spouse at the time of his death, 
such portion of the aggregate of amounts paid out of or under 
all registered retirement savings plans of the annuitant to his 
child or grandchild (in this paragraph referred to as his “de- 
pendant”), who was at the time the annuitant died financially 
dependent on him for Support, as does not exceed (except in 
the case of a dependant who was dependent on the annuitant 
by reason of physical or mental infirmity) the amount ob- 
tained when $5,000 is multiplied by the amount by which 26 
exceeds the number that is the age in whole years of that de- 
pendant at the time the annuitant died 


Subpara. 146(1)(h)(iii) substituted by 1988, c. 55, subsec. 130(2), 
applicable to 1988 et seq. Subpara. 146( 1)(h) (iii) formerly read: 


(iii) any person other than the annuitant was permitted a de- 
duction under paragraph 109(1)(d) in respect of the depen- 
dant in computing his taxable income for the year immedi- 
ately preceding the year in which the annuitant died, or 
Para. 146(1)(h) substituted by 1979, c. 5, subsec. 46(3), applicable 
in respect of deaths occurring after June 29, 1978. Para. 146(1)(h) 
formerly read: 
(h) “refund of premiums” — means any amount paid or pay- 
able under a retirement savings plan, on or after the death of 
the annuitant thereunder in the event of his death before ma- 
turity, as or on account of 
(i) a return of premiums, 
(ii) reasonable interest on premiums, or 
(iii) a share or interest in or a bonus out of profits or 
gains; 
Para. 146(1)(h) substituted by 1977-78, c. 32, subsec. 34(4), to re- 
peal all that portion following subpara. (iii). That portion formerly 
read: 
and for the purpose of this definition, “premiums” includes 
payments made to a retirement savings plan by the spouse of 
the annuitant thereunder; 
Subpara. 146(1)(h)(@iii) substituted ‘and all that portion following 
subpara. (iii) added by 1976-77, c. 4, subsec. 56(1), applicable on 
and after January 1, 1974. Subpara. 146(1)(h)(iii) formerly read: 
(iii) a share or interest in or a bonus out of profits or gains; 


Interpretation Bulletins: IT-s0oR: RRSPs — death of an 
annuitant. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 


“registered retirement Savings plan” means a re- 
tirement savings plan accepted by the Minister for 
registration for the purposes of this Act as complying 
with the requirements of this section; 

Related Provisions: 206(2), 206.1 — Tax payable by a trust gov- 
erned by RRSP; 207.1(1) — Tax payable by RRSP; 207.2 — Re- 
turn and payment of tax by RRSP; 248(1)“registered retirement sav- 
ings plan” — Definition applies to entire Act. 

Pre-RSC History: The definition “registered retirement savings 
plan” was para. 146(1)(i). 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs; 
IT-528: Transfers of funds between registered plans. 
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“retirement income” means 


(a) an annuity commencing at maturity, and with 
or without a guaranteed term commencing at ma- 
turity, not exceeding the term referred to in para- 
graph (b), or, in the case of a plan entered into 
before March 14, 1957, not exceeding 20 years, 
payable to 


(i) the annuitant for the annuitant’ s life, or 


(ii) the annuitant for the lives, jointly, of the 
annuitant and the annuitant’s spouse and to 
the survivor of them for the survivor’s life, or 


(b) an annuity commencing at maturity, payable 
to the annuitant, or to the annuitant for the annui- 
tant’s life and to the spouse after the annuitant’ s 
death, for a term of years equal to 90 minus either 


(i) the age in whole years of the annuitant at 
the maturity of the plan, or 


(ii) where the annuitant’s spouse is younger 
than the annuitant and the annuitant so elects, 
the age in whole years of the spouse at the 
maturity of the plan, 


issued by a person described in the definition “re- 
tirement savings plan” in this subsection with 
whom an individual may have a contract or ar- 
rangement that is a retirement savings plan, 


or any combination thereof, 


Pre-RSC History: The definition “retirement income ” was para. 
146(1)(i.1). See Table of Concordance. 


Para. 146(1)(i.1) added by 1977-78, c. 32, subsec. 34(5). 


information Circulars: 72-22R9: Registered retirement savings 
plans; 74-1R5: Form T2037, Notice of purchase of annuity with 
“plan” funds; 79-8R3: Forms to use to directly transfer funds to or 
between plans, or to purchase an annuity. 


Forms: T2037: Notice of purchase of annuity with “plan” funds. 


“retirement savings plan’ means 


(a) a contract between an individual and a person 
licensed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada an 
annuities business, under which, in consideration 
of payment by the individual or the individual’s 
spouse of any periodic or other amount as consid- 
eration under the contract, a retirement income 
commencing at maturity is to be provided for the 
individual, or 


(b) an arrangement under which payment is made 
by an individual or the individual’s spouse 


(i) in trust to a corporation licensed or other- 
wise authorized under the laws of Canada or a 
province to carry on in Canada the business of 
offering to the public its services as trustee, of 
any periodic or other amount as a contribution 
under the trust, 


(ii) to a corporation approved by the Governor 
in Council for the purposes of this section that 
is licensed or otherwise authorized under the 
laws of Canada or a province to issue invest- 
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S. 146(1) ret 


ment contracts providing for the payment to 
or to the credit of the holder thereof of a fixed 
or determinable amount at maturity, of any 
petiodic or other amount as a contribution 
under such a contract between the individual 
and that corporation, or 


(iii) as a deposit with a branch. or office, in 
Canada, of 


(A) a person who is, or is eligible to be- 
come, a member of the Canadian Pay- 
‘ments Association, or g ie 


(B) a credit union that is a shareholder or 
member of a body corporate referred to as 

a “central” for the purposes of the Cana- 
dian Payments Association Act, 


(in this section referred to as a “depositary’’) 


to be used, invested or otherwise applied by that 
corporation or that depositary, as the case may 
be, for the purpose of providing for the individ- 
ual, commencing at maturity, a retirement 
income; 

Related Provisions: 248(1)‘retirement-savings plan” — Defini- 


tion applies to entire Act; 252(4)(a) — Extended meaning of 
“spouse”. 


Pre-RSC History: The definition “retirement savings plan” was 
para. 146(1)(j). 


Cl. 146(1)(j)(C) added and that portion following substituted by 
1980-81-82-83, c. 40, subsec. 96(2), in force December 1, 1980. 
That portion formerly read: 


to be used, invested or otherwise applied by that corporation 
resident in Canada or that investment corporation, as the case 
may be, for the purpose of providing for the individual, com- 
mencing at maturity, a retirement income. . 


Para. 146(1)(j) substituted by 1977-78, c. 32, subsec. 34(6). Para. 
146(1)(j) formerly read: 


(j) “retirement savings plan” — means 


(i) a contract between an individual and a person licensed 
or otherwise authorized under the laws of Canada or a 
province to carry on in Canada an annuities business, 
under which, in consideration of payment by the individ- 
ual of any periodic or other amount as consideration 
under the contract, that person agrees to pay to the indi- 
vidual, commencing at maturity, an annuity for life, or 


(ii) an arrangement under which payment is made by an 
individual 
(A) in trust to a corporation licensed or otherwise au- 
thorized under the laws of Canada or a province to 
carry on in Canada the business of offering to the 
public its services as trustee, of any periodic or other 
amount as a contribution under the trust, or 


(B) to a corporation approved by the Governor in 
Council for the purposes of this section that is li- 
censed or otherwise authorized under the laws of 
Canada or a province to issue investment contracts 
providing for the payment to or to the credit of the 
holder thereof of a fixed or determinable amount at 
maturity, of any periodic or other amount as a contri- 
bution under any such contract between the individ- 
ual and that corporation, 


to be used, invested or otherwise applied by: that corporation 
resident in Canada or that investment corporation, as the case 
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may be, for the purpose of providing to the individual, com- 
mencing at maturity, an annuity for life. 


Information Circulars: 72-22R9: Registered retirement 
plans; 74-1R5 — Form T2037: Notice of purchase of annuity with 
“plan” funds; 78-14R2 — Guidelines for trust companies and 
others; 79-8R3: Forms to use to directly transfer funds to or be- 
tween plans, or to purchase an annuity. 


Forms: T4RSP Segment; T4RSP Summ: Return of RRSP income; 
T4RSP Supp: Statement of RRSP income; T3R-G — RRSP: Group 
information return; T3R-Ind: RRSP individual information return 
and income tax return. 


savings 


“spousal plan”, in relation to a taxpayer, means 
(a) a registered retirement Savings plan 


(1) to which the taxpayer has, at a time when 
the taxpayer’s spouse was the annuitant under 
the plan, paid a premium, or 


(ii) that has received a payment out of or a 
transfer from a registered retirement savings 
plan or a registered retirement income fund 
that was a spousal plan in relation to the tax- 
payer, or | 


(b) a registered retirement income fund that has 
received a payment out of or a transfer from a 
spousal plan in relation to the taxpayer; 
Related Provisions: 74.5(12) — Application; 146(5.1) — 
Amount of spousal RRSP: 146(8.3) — Spousal RRSP payments; 
146.3(5.1) — Amount included in income; 252(4)(a) —- Extended 
meaning of “spouse”. 
Pre-RSC History: The definition 
146(1)(k). See Table of Concordance. 


Para. 146(1)(k) added by 1990, c.35, subsec. 13(5), applicable after 
1988. 


“spousal plan” was para. 


Income Tax Act, Part I 


“unused RRSP deduction room” of a taxpayer at 
the end of a taxation year means, 


(a) for taxation years ending before 1991, nil, and 
(b) for taxation years that end after 1990, 


(i) the amount, which can be positive or nega- 
tive, determined by the formula 


A+B-(C+D) 
where 


A is the taxpayer’s unused RRSP deduction 
room at the end of the immediately preced- 
ing taxation year, 


is the amount, if any, by which the lesser 
of the RRSP dollar limit for the year and 
18% of the taxpayer’s earned income for 
the immediately preceding taxation year 
exceeds the total of all amounts each of 
which is the taxpayer’s pension adjustment 
for the immediately preceding taxation 
year in respect of an employer, or a pre- 
scribed amount in respect of the taxpayer 
for the year, 


B 
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C is the taxpayer’s net past service pension 
adjustment for the year, and 


D is the total of the amounts deducted by the 
taxpayer under subsections (5) and (5.1) 
and paragraph 60(v) in computing the tax- 
payer’s income for the year. 

- (ii) [Repealed] 
Related Provisions: 128(2)(d), (d.2) — Where individual bank- 
rupt; 146(1) — RRSP deduction limit; 146(5.21) — Anti-avoid- 
ance; 204.2(1.1) — Cumulative excess amount re RRSPs; 


248(1)“unused RRSP deduction room” — Definition applies to en- 
tire Act; 257 — Formula cannot calculate to less than zero. 


History: The opening words of para. (b) of the definition “unused 
- RRSP deduction room” in subsec. 146(1) amended, and subpara. 
(b)(ii) repealed, by 1997, c. 25, subsecs. 41(1), (2), applicable April 
25, 1997. The opening words of para. (b), and subpara. (b)(ii), for- 
merly read: 


(b) for taxation years ending after 1990, the lesser of 
(ii) the greater of 


(A) the total of all amounts each of which is the 
amount, determined in respect of a particular taxa- 
tion year that is the year or such of the six taxation 
years immediately preceding the year as end after 
1990, that is the lesser of 18% of the taxpayer’s 
earned income for the taxation year immediately pre- 
ceding the particular taxation year and the RRSP dol- 
lar limit for the particular taxation year, and 


(B) % of the RRSP dollar limit for the year. 
Pre-RSC History: The definition “unused RRSP deduction room” 
was para. 146(1)(l). See Table of Concordance. 
Para. 146(1)(1) added by 1990, c. 35, subsec. 13(5), applicable after 
1988. 


Selected Cases [subsec. 146(1)]: Osborn v. Canada, {1995] 2 
C.T.C. 2215 (TCC) (Non-vested pension amounts treated as if 
vested for purposes of RRSP contribution limit); Re Gero, [1979] 
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S. 146(2)(b.4) 


C.T.C. 309 (FCTD) (RRSP funds of taxpayer indebted to Crown 
not exempt from seizure). 

Regulations: 8308(2) (prescribed amount). 

Interpretation Bulletins: IT-124R6: Contributions to registered 


retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-415R2: Deregistration of RRSPs. 


(1.1) [Repealed] 
History: Subsec. 146(1.1) repealed by 1994, c. 7, Sch. VIII (1993, 


c. 24), subsec. 82(5), applicable after 1992. [See now subsec. 
252(4).] Subsec. (1.1) formerly read: 


(1.1) Definition of “spouse” — For the purposes of the defi- 
nitions “annuitant”, “refund of premiums” and “retirement in- 
~ come” in subsection (1), paragraph (3)(b) and subsections 

(8.8), (8.91) and (16), “spouse” of an individual means a per- 
son of the opposite sex 

(a) who is married to the individual; or 

(b) who is cohabiting with the individual in a conjugal 

relationship and 


(i) has so cohabited for a period of at least one year, 
or 


(ii) is a parent of a child of whom the individual is a 
parent. 


Pre-RSC History: Subsec. 146(1.1) added by 1990, c. 35, subsec. 
13(6), applicable after 1987. 


(2) Acceptance of plan for registration — The 
Minister shall not accept for registration for the pur- 
poses of this Act any retirement savings plan unless, 
in the Minister’s opinion, it complies with the fol- 
lowing conditions: 


(a) the plan does not provide for the payment of 
any benefit before maturity except 


(i) a refund of premiums, and 
(ii) a payment to the annuitant, 


(b) the plan does not provide for the payment of 
any benefit after maturity except 


(i) by way of retirement income to the 
annuitant, 


(ii) to the annuitant in full or partial commuta- 
tion of retirement income under the plan, and 


(iii) in respect of a commutation referred to in 

paragraph (c.2); 
(b:1) the plan does not provide for a payment to 
the annuitant of a retirement income except by 
way of equal annual or more frequent periodic 
payments until such time as there is a payment in 
full or partial commutation of the retirement in- 
come and, where that commutation is partial, 
equal annual or more frequent periodic payments 
thereafter, 


(b.2) the plan does not provide for periodic pay- 
ments in a year under an annuity after the death 
of the first annuitant, the total of which exceeds 
the total of the payments under the annuity in a 
year before that death; 


(b.3) the plan does not provide for the payment of 
any premium after maturity; 


(b.4) the plan does not provide for maturity after 
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the end of the year in which the annuitant attains 
69 years of age; 


(c) the plan provides that retirement income 
under the plan may not be assigned in whole or in 
part; 

(c.1) notwithstanding paragraph (a), the plan per- 
mits the payment of an amount to a taxpayer 
where the amount is paid to reduce the amount of 
tax otherwise payable under Part X.1 by the 
taxpayer; 

(c.2) the plan requires the commutation of each 
annuity payable thereunder that would otherwise 


become payable to a person other than an annui- 
tant under the plan; 


(c.3) the plan, where it involves a depositary, in- 
cludes provisions stipulating that 


(i) the depositary has no right of offset as re- 
gards the property held under the plan in con- 
nection with any debt or obligation owing to 
the depositary, and 


(ii) the property held under the plan cannot be 
pledged, assigned or in any way alienated as 
security for a loan or for any purpose other 
than that of providing for the annuitant, com- 
mencing at maturity, a retirement income; 


(c.4) the plan requires that no advantage, other 
than 


(i) a benefit, 


(1.1) an amount described in paragraph (a) or 
(c) of the definition “benefit” in subsection 
(1), 

(ii) the payment or allocation of any amount 
to the plan by the issuer, 


(ili) an advantage from life insurance in effect 
on December 31, 1981, or 


(iv) an advantage derived from the provision 
of administrative or investment services in re- 
spect of the plan, 


that is conditional in any way on the existence of 
the plan may be extended to the annuitant or to a 
person with whom the annuitant was not dealing 
at arm’s length; and 


(d) the plan in all other respects complies with 
regulations of the Governor in Council made on 
the recommendation of the Minister of Finance. 


Related Provisions: 146(3) — Minister may accept plan despite 
certain other conditions: 146(12) — Change in plan after registra- 
tion; 146(13.1) — Effect of extending an advantage; 146(13.2) — 
Where pre-1997 plan does not mature by age 69; 204.2(1.2) — Un- 
deducted RRSP premiums. 


History: Para. 146(2)(b.4) amended by 1997, c. 25, subsec. 41(3), 
applicable after 1996, except that 


(a) the amended para. does not apply to a retirement savings 
plan accepted for registration before 1997; 
(b) the amended para. does not apply to a retirement savings 
plan where the annuitant under the plan attained 70 years of age 
before 1997; 
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| 
| 


(c) in applying the para. to a retirement Savings plan where thi 
annuitant under the plan attained 69 years of age in 1996, the 
reference to “69 years of age” shall be read as “70 years 0} 
age”. | 
/ 


(b.4) the plan does not provide for maturity after the end of | 
the year in which the annuitant attains 71 years of age; | 


Pre-RSC History: Subparas. 146(2)(c.4)(i)-(ii)_ substituted for, 
subparas. 146(2)(c.4)(i), (ii) by 1990, c. 39, subsec. 36(1), applica-, 
ble with respect to advantages extended after 1988. Subparas. | 
(c.4)(i), (ii) formerly read: 


(i) a benefit or an amount that would, but for subparagraphs _ 
(1)(b)(G) and (iii) be a benefit, | 


(ii) an advantage arising from the registration as a retirement 
savings plan of the savings portion of a life insurance policy, 


Para. 146(2)(c.1) substituted by 1990, c. 35, subsec. 13(7), applica- 
ble after 1990. Para. (2)(c.1) formerly read: 


(c.1) the plan provides for the payment of all or part of 


(i) an excess amount for a year in respect of registered. | 
> . oat a < 
retirement savings plans, within the meaning assigned by 
subsection 204.2(1), or 


(ii) the excess referred to in subsection (8.2); : 


Paras. 146(2)(a) to (c.1) substituted by 1986, c. 55, subsec. 56(1), | 
applicable to 1986 et seg. Those paras. formerly read: 


(a) the plan does not 


(i) provide for the payment of any benefit before matur- 
ity, except by way of 


(A) a refund of premiums, or 
(B) a payment of all or part of 


(I) an excess amount for a year in respect of reg- 
istered retirement Savings plans, within the 
meaning assigned by subsection 204.2(1), or 


(II) the excess referred to in subsection (8.2) 


but not exceeding the aggregate of amounts referred 
to in paragraphs 204.2(1)(a) and (b) paid to the plan 
in the year, or 


(ii) provide for the payment of any benefit after maturity 
except by way of a retirement income; 


(b) the plan does not 


(i) provide for the payment of any amount by way of an- 
nuity for life except 


(A) equal annual or more frequent periodic amounts 
throughout the lifetime of the annuitant, and 


(B) equal annual or more frequent periodic amounts 
(not exceeding the corresponding annual or other pe- 
riodic amounts referred to in clause (A)) throughout 
the period, if any, after the death of the annuitant, for 
which payment of the annuity is provided for by the 
plan, 


(i.1) provide for the payment of any amount by way of 
annuity that is not an annuity for life, except equal annual 
or more frequent periodic amounts, 


(ii) provide for the payment of any premium after matur- 
ity, or 
(iii) provide for maturity before the earliest of such times 
as 

(A) the annuitant attains 60 years of age, 


(B) the annuitant or his Spouse receives a disability 
pension under the Canada Pension Plan or a provin- 
cial pension plan as defined in section 3 of that Act, 
or 
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(C) where the spouse of the annuitant has died, the 
annuitant receives a survivor’s pension under the 
Canada Pension Plan or a provincial pension plan as 
defined in section 3 of that Act, or 


after the end of the year in which the annuitant attains 71 
years of age; 


(c) the plan includes a provision stipulating that no annuity 
payable thereunder to an annuitant under the plan is capable 
either in whole or in part of surrender, commutation or 
assignment; 


(c.1) the plan includes a provision for the payment of all or 
part of the amount described in clause (a)()(B); 


Para. 146(2)(c.4) added by 1980-81-82-83, c. 140, subsec. 98(4), 
_ applicable by 1984, c. 1, s. 113 (deemed in force on March 30, 
1983) to plans issued after March 1983. 


Para. 146(2)(c.3) added by 1980-81-82-83, c. 40, subsec. 96(3), in 
force December 1, 1980. 


Cl. 146(2)(a)(i)(B), paras. 146(2)(c), (c.2), subpara. 146(2)(b)(ii) 
substituted by 1979, c. 5, subsecs. 46(4)-(7), applicable, as to cl. 
146(2)(a)()(B), to 1977 et seqg., as to subpara. 146(2)(b)(iii) and 
para. 146(2)(c), after June 29, 1978, and, as to para. 146(2)(c.2), to 
1979 et seq. Cl. (a)(G)(B), subpara. (b)(iii), paras. (c), (c.2) formerly 
read: 
(B) a payment of all or part of an excess amount for a year in 
respect of registered retirement savings plans within the 
meaning that would be assigned by subsection 204.2(1) if that 
subsection were read without reference to paragraph (d) 
thereof, but not exceeding the aggregate of amounts referred 
to in paragraphs 204.2(1)(a) and (b) paid to the plan in the 
year, Or 


ee ese 


(iii) provide for maturity before such time as the annuitant 
attains 60 years of age or after the end of the year in which 
the annuitant attains 71 years of age; 


ese ee 


(c) the plan includes a provision stipulating that, except on 
the death of the annuitant, no annuity payable thereunder is 
capable either in whole or in part of surrender, commutation 
or assignment, 


(c.2) the plan provides for the commutation of any annuity 
payable thereunder that would otherwise become payable to a 
person other than his spouse on or after the death of the annu- 
itant; and 


Subparas. 146(2)(a)(ai), (b)(i), Gili), para. 146(2)(c) substituted, para. 
146(2)(c.2) added, by 1977-78, c. 32, subsecs. 34(7)-(11). Sub- 
paras. (a)(ii), (b)(i), (iii), para. (C) formerly read: 


(ii) provide for the payment of any benefit after maturity, 
except by way of 


(A) an annuity to the annuitant for his life, or 


(B) an annuity to the annuitant for the lives, jointly, 
of the annuitant and his spouse and to the survivor of 
them for his or her life, 


commencing at maturity and with or without a guaran- 
teed term, not exceeding 15 years, or, in the case of a 
plan entered into before the 14th day of March, 1957, not 
exceeding 20 years, commencing at maturity; 


(i) provide for the payment of any amount by way of an- 
nuity except 
(A) equal annual or other periodic amounts through- 
out the lifetime of the annuitant, and 


(B) equal annual or other periodic amounts (not ex- 
ceeding the corresponding annual or other periodic 


S. 146(3)(b) (iii) 


amounts referred to in clause (A)) throughout the pe- 
riod, if any, after the death of the annuitant, for 
which payment of the annuity is provided for by the 
plan, 


Phce 5) Ce 


(iii) provide for maturity after such time as the annuitant 
attains 71 years of age; 


(c) the plan includes a provision stipulating that no annuity 
payable thereunder is capable either in whole or in part of 
surrender, commutation or assignment, 


Subpara. 146(2)(a)G) substituted, para. 146(2)(c.1) added by 1976- 
77, c. 4 subsecs. 56(2), (3), applicable, as to subpara. 146(2)(a)(i), to 
1976 et seq. and, as to para. 146(2)(c.1), in respect of plans that are 
registered after the day on which 1976-77, c. 4, is assented to. Sub- 
para. (a)(i) formerly read: 
(i) provide for the payment of any benefit before maturity, 
except by way of a refund of premiums, or 


Selected Cases [subsec. 146(2)]: Gerol v. A.G. Can., [1986] 1 
C.T.C. 75 (Ont. SC) (No. Charter violation when maturity date of 
RRSP fixed with reference to age). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-415R2: Deregistration of RRSPs. 


Information Circulars: 72-22R9: Registered retirement savings 
plans; 79-8R3: Forms to'use to directly transfer funds to or between 
plans, or to purchase an annuity. 


Forms: T550: Application for registration. 


(3) Idem — The Minister may accept for registra- 
tion for the purposes of this Act any retirement sav- 
ings plan notwithstanding that the plan 


(a) provides for the payment of a benefit after 
maturity by way of dividend, 

(b) provides for any annual or more frequent peri- 
odic amount payable 


(i) to the annuitant referred to in subparagraph 
(a)(ii) of the definition “retirement income” in 
subsection (1) by way of an annuity described 
in paragraph (a) of that definition to be re- 
duced, in the event of the death of the annui- 
tant’s spouse during the lifetime of the annui- 
tant, in such manner as to provide for the 
payment of equal annual or more frequent pe- 
riodic amounts throughout the lifetime of the 
annuitant thereafter, 


(ii) to any person by way of an annuity, to be 
reduced if a pension becomes payable to that 
person under the Old Age Security Act, by an 
annual or other periodic amount not exceeding 
the amount payable to that person in that pe- 
riod under that Act, 


(iii) to any person by way of an annuity, to be 
increased or reduced depending on the in- 
crease or reduction in the value of a specified 
group of assets constituting the assets of a 
separate and distinct account or fund main- 
tained in respect of a variable annuities busi- 
ness by a person licensed or otherwise author- 
ized under the laws of Canada or a province to 
carry on in Canada that business, 


1313 


S. 146(3)(b)(iii.1) 


(i1i.1) to any person by way of an annuity 
under a contract that provides for the increase 
or reduction of the annuity in accordance only 
with a change in the interest rate on which the 
annuity is based, if the interest rate, as in- 
creased or reduced, equals or approximates a 
generally available Canadian market interest 
rate, 


(iv) that may be adjusted annually to reflect 


(A) in whole or in part increases in the 
Consumer Price Index, as published by 
Statistics Canada under the authority of the 
Statistics Act, or 


(B) increases at a rate specified in the an- 
nuity contract, not exceeding 4% per an- 
num, or 


(v) to the annuitant by way of an annuity to be 
increased annually to the extent the amount or 
rate of return that would have been earned on 
a pool of investment assets. (available for 
purchase by the public and specified in the an- 
nuity contract) exceeds an amount or rate 
specified in the plan and provides that no 
other increase may be made in the amount 
payable; 
(c) [Repealed under former Act] 


(d). provides for the payment of any amount after 
the death of an annuitant thereunder; 


(e) is adjoined to a contract or other arrangement 
that is not a retirement Savings plan; or 


(f) contains such other terms and provisions, not 
inconsistent with this section, as are authorized or 
permitted by regulations of the Governor in 
Council made on the recommendation of the 
Minister of Finance. 


Related Provisions: 60(1)Gi) — Transfer of RRSP premium re- 
funds; 172(3) — Appeal from refusal to register. 


Pre-RSC History: Para. 146(3)(c) repealed by 1986, ¢. 55, subsec. 

56(2), applicable to 1986 et seq.. Para. 146(3)(c) formerly read: 
(c) provides for the commutation of any annuity payable 
thereunder if the amount so payable, expressed in terms of a 
monthly rate, is less than $25: 

Subpara. 146(3)(b)(iii.1) added by 1986, c. 6, subsec. 81(1), appli- 

cable after 1981. 


Subpara. 146(3)(b)(v) added by 1980-81-82-83, c. 140, subsec. 
98(5), applicable to annuities issued after November 12574981. 


Para. 146(3)(d) added by 1979, c. 5; subsec. 46(8), applicable after 


June 29, 1978. 
All that portion of para. 146(3)(b) preceding Subpara. (ii), para. 
146(3)(c) (substituted for paras. 146(3)(c), (d)), subpara. 


146(3)(b)(iv) added by 1977-78;.c. 32, subsecs. 34(12)-(14). That 
portion and paras. 146(3)(c), (d) formerly read: 


(b) provides for any annual or other periodic amount payable 


(i) to the annuitant by. way of an annuity ‘described in 
clause (2)(a)(ii)(B), to be reduced, in the event of the 
death of his spouse during the lifetime of the annuitant, in 
such manner as to provide for the payment of equal an- 
nual or other amounts throughout the lifetime of the an- 
nuitant thereafter, 
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———— 


. 
(c) provides for the commutation of any annuity payable ) 
thereunder 


(i) that became so payable on or after the death of the | 
annuitant, or 


(ii) if the amount so payable, expressed in terms of a 
monthly rate, is less than $5: 


(d) in the case of an annuity for a guaranteed term, provides 
for the annuity to be assignable by will, or, in the event of the 
death of any person to whom any such annuity is payable, to 
be assignable by the heirs, executors, administrators or other 
legal representatives of such person in the distribution of his 
estate, so as to give effect to any testamentary disposition, or 
to the rights of any person on an intestacy, or to its appropria- 
tion to a legacy or a share or interest in the estate; 


/ 
| 
f 
| 
} 
/ 


Interpretation Bulletins: IT-124R6: Contributions to registered | 


retirement savings plans; IT-307R3: Spousal registered retirement 


savings plans; IT-320R2: RRSPs — qualified investments: [T- 
415R2: Deregistration of RRSPs. 


Information Circulars: 
plans. 


72-22R9: Registered retirement Savings 


(4) No tax while trust governed by plan — Ex: 
cept as provided in subsection (10.1), no tax is paya- 
ble under this Part by a trust on the taxable income 
of the trust for a taxation year if, throughout the pe- 
riod in the year during which the trust was in exis- 
tence, the trust was governed by a registered retire- 
ment savings plan, except that 


(a) if the trust has borrowed money (other than 
money used in carrying on a business) in the year 
or has, after June 18, 1971, borrowed money 
(other than money used in carrying on a business) 
that it has not repaid before the commencement 
of the year, tax is payable under this Part by the 


trust on its taxable income for the year; 


(b) in any case not described in paragraph (a), if 
the trust has carried on any business or businesses 
in the year, tax is payable under this Part by the 
trust on the amount, if any, by which 


(i) the amount that its taxable income for the 
year would be if it had no incomes or losses 
from sources other than from that business or 
those businesses, as the case may be, 


exceeds 


(ti) such portion of the amount determined 
under subparagraph (i) in respect of the trust 
for the year as can reasonably be considered 
to be income from, or from the disposition of, 
qualified investments for the trust; and 


(c) if the last annuitant under the plan has died, 
tax is payable under this Part by the trust on its 
taxable income for each year after the year fol- 
lowing the year in which the last annuitant died. 


Related Provisions: 104(6)(a.2) — Deduction for amounts paid 
out to beneficiaries; 146(8.9)A(b), (c) — No income inclusion for 
tax-paid amounts on death: 146(10.1) — Where tax payable; 
146(20) — Amount credited to deposit RRSP deemed not received 
by annuitant or any other person; 149(1)(r) — No tax on RRSP; 
204.6 — Tax in respect of registered investments; 206(2) — Part XI 
tax on excess holdings of foreign property; 207.1(1) — Tax on non- 
qualified investments: Canada-U.S. tax treaty, Art. XVIII:5 — 
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Deferral of income accruing in retirement plan; Art. XXIX:5 — 
Election to defer U.S. tax on income accruing in RRSP. 


History: Paras. 146(4)(b), (c) substituted by 1994, c. 21, subsec. 
69(3), applicable to 1993 et seq. Those paras. formerly read: 


(b) in any case not described in paragraph (a), if the trust has 
carried on any business or businesses in the year, tax is paya- 
ble under this Part by the trust on the amount that its taxable 
income for the year would be if it had no incomes or losses 
from sources other than from that business or those busi- 
nesses; and 


(c) if the last annuitant under the plan has died, tax is payable 
under this Part by the trust on its taxable income for each year 
after the year of the annuitant’s death. 


Pre-RSC History: That portion of subsec. 146(4) preceding para. 
(a) amended by 1986, c. 6, subsec. 81(2), applicable to 1986 et seq., 
to add “Except as provided in subsection. (10.1)”. 


Para. 146(4)(c) added by 1979, c. 5, subsec: 46(9), applicable to 
1979 et seq. 


- Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


“Information Circulars: 72-22R9: Registered retirement savings 
plans. 

Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 


(5) Amount of RRSP premiums deductible — 
There may be deducted in computing a taxpayer’s 
income for a taxation year such amount as the tax- 
payer claims not exceeding the lesser of 


(a) the amount, if any, by which the total of all 
amounts each of which is a premium paid by the 
taxpayer after 1990 and on or before the day that 
is 60. days after the.end of the year under a regis- 
tered retirement savings plan under which the 
taxpayer was the annuitant at the time the pre- 
mium was paid, other than the portion, if any, of 
the premium . 


(i) that was deducted in computing the tax- 
payer’s income for a preceding taxation year, 


(ii) that was designated for any taxation year 
for the purposes of paragraph 60(j), G.1) or 
(I), 
(iii) in respect of which the taxpayer received 
a payment that was deducted under subsection 
(8.2) in computing the taxpayer’s income for a 
preceding taxation year, 


(iv) that was deductible under subsection (6.1) 
in computing the taxpayer’s income for any 
taxation year, or 


(iv.1) that would, be considered. to be. with- 
drawn by the taxpayer as an eligible amount 
(within the meaning assigned by subsection 
146.01(1)) less than 90. days after it was paid, 
if earnings in respect of a registered retire- 
ment savings plan were considered to be with- 
drawn before premiums paid under that plan 
and premiums were considered to be with- 
drawn in the order in which they were paid 


S. 146(5) 


exceeds 
(v) the amount, if any, by which 


(A) the total of all amounts deducted under 
subsection 147:3(13.1) in computing the 
taxpayer’s income for the year or a preced- 
ing taxation year 


exceeds 


(B) the total of all amounts, in respect Of 
transfers occurring before 1991 from regis- 
tered pension plans, deemed by paragraph 
147.3(10)(b) or (c) to be a premium paid 
by the taxpayer to a registered retirement 
savings plan, and ae 
Selected Cases [para. 146(5)(a)}: Osborn vy: Canada, (1995) 2 
C.T.C. 2215 (TCC). (Non-vested. pension’ amounts treated'as if 
vested for purposes of RRSP. contribution limit); Corse v.. Canada, 
[1995] 2 C.T.C. 2168 (TCC) (Deduction for RRSP. allowed, where 
taxpayer could never have become entitled to:pension benefits). 


(b) the taxpayer's RRSP deduction limit for, the 
year. is 


Related Provisions: 18(1)(u)— Investment counselling and ad- 
ministration fees for RRSP are non-deductible;1 8(1.1)(b) + No de- 
duction for interest on money borrowed to make RRSP contribu- 
tion; 60(i) — Deduction for RRSP premium paid; 60(j) — Transfer 
of superannuation benefits; 60(j.1).—= Transfers of) retiring al- 
lowances; 60(1) — Transfer’ of RRSP. premium refunds; 60(v) — 
Contribution to a provincial pension plan; 146(5.1)—— Deduction 
for contribution to spousal RRSP; 146(5.21) — Anti-avoidance; 
146(8.2) —- Deduction where non-deducted: overcontribution with- 
drawn from plan; 146(8.21) — Premium deemed not paid; 
146(16) — Deduction on transfer of funds; 147.3(13.1) — With- 
drawal of excessive transfers to RRSPs and RRIFs;):204.1(2.1) — 
Tax payable by individuals —contributions, after 1990; 
204.2(1.2)1(a)(vi1) — Amount non-deductible due to 146(5)(a)(iv.!) 
not included for Part X.1 penalty tax purposes. 

History: Subpara. 146(5)(a)(iv.1) added by 1995.:e. 3, subsec. 
43(2), applicable to the withdrawal of amounts paid after March 1, 
1994. . 

All that portion of para. 146(5)(a) following subpara. (iv) substi- 
tuted by 1994, c. 21, subsec. 69(4), applicable to 1992 et seq. That 
portion of the para: formerly read: 


exceeds the total of all amounts each [of] which is 


(v) an amount deducted under subsection 147.3(13-1)cin 
computing the taxpayer’s income for the year or a pre- 
ceding taxation year that ends after 1992, or 


(vi) an amount deducted under subsection 147.3(13.1) in 
computing the taxpayer's income for the 1992 taxation 
year, other than any portion of the amount that could not 
have been so deducted if paragraphs 147.3(10)(b) and (c) 
did not apply in respect of transfers made before 1991, 
and 


Para. 146(5)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 82(6), applicable (by subsec. 82(13), as amended by 1994, c. 
21, s. 136) to 1992 et seq. Para. (5)(a). formerly read: 


(a).the total of all amounts each of which is a premium paid 
by the taxpayer after 1990 and-on or before the day.that is 60 
days after the end of the year under a registered retirement 
savings plan under which, the taxpayer was the annuitant at 
the time the premium was paid, other than the portion, if any, 
of the premium 


(i) that was deducted in computing the taxpayer's income 
for a preceding taxation year, 
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(ii) that was designated for any taxation year for the pur- 
poses of paragraph 60(j), (j.1) or (1), 


(ili) in respect of which the taxpayer has received a pay- 
ment that has been deducted under subsection (8.2) in 
computing the taxpayer’s income for a preceding taxation 
year, or 


(iv) that was deductible under subsection (6.1) in com- 
puting the taxpayer’s income for any taxation year, and 


Pre-RSC History: Subsec. 146(5) substituted by 1990, c. 35, 
subsec. 13(8), applicable to 1987 et seq. except that in its applica- 
tion to the 1987 and 1988 taxation years the subsec. shall be read as 
follows: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is the annuitant under a regis- 
tered retirement savings plan or becomes the annuitant there- 
under within 60 days after the end of the year, the aggregate 
of all amounts each of which is a premium paid by the tax- 
payer in the year or within 60 days after the end of the year 
under a registered retirement Savings plan under which the 
taxpayer is the annuitant or becomes the annuitant within 60 
days after the end of the year (to the extent that it was neither 
deducted in computing the taxpayer’s income for the preced- 
ing taxation year nor designated for any taxation year for the 
purposes of paragraph 60(j), (j.01), G-1) or (1), not exceeding 
the amount, if any, by which 


(a) where the taxpayer was employed in the year and 


(1) as a consequence thereof was a person who is or 
may become entitled to benefits under a pension 
fund or plan that provides for payment of a pension 
to the taxpayer payable in whole or in part out of 
contributions made or to be made to the fund or plan 
or out of or in respect of amounts credited or to be 
credited in lieu of such contributions by a person 
other than the taxpayer in respect of the taxpayer’s 
employment in the year, 


(ii) contributed an amount in the year to a deferred 
profit sharing plan of which the taxpayer was a bene- 
ficiary, or 


(ili) as a consequence thereof was a person in respect 
of whom a contribution was made by an employer to 
a deferred profit sharing plan in the year 


an amount that, when added to the amount, if any, deductible 
under paragraph 8(1)(m) in computing the income of the tax- 
payer for the year, does not exceed the lesser of $3,500 and 
20% of the taxpayer’s earned income for the year, or 


(b) in any other case, the lesser of $7,500 and 20% of the 
taxpayer’s earned income for the year 


exceeds the amount, if any, deductible under subsection (6) in 
computing the taxpayer’s-income for the year; and 


in its application to the 1989 and 1990 taxation years the subsec. 
shall be read as follows: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is the annuitant under a regis- 
tered retirement savings plan or becomes the annuitant there- 
under within 60 days after the end of the year, the aggregate 
of all amounts each of which is a premium paid by the tax- 
payer in the year or within 60 days after the end of the year 
under a registered retirement savings plan under which the 
taxpayer is the annuitant or becomes the annuitant within 60 
days after the end of the year (to the extent that it was neither 
deducted in computing the taxpayer’s income for the preced- 
ing taxation year nor designated for any taxation year for the 
purposes of paragraph 60(j), (j.01), (Gj.1) or (1), not exceeding 
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the amount, if any, by which 
(a) where the taxpayer was employed in the year and 


(i) as a consequence thereof was a person who is or 
may become entitled to benefits under a pension 
fund or plan in respect of the taxpayer's office or 
employment in the year, 


(ii) contributed an amount in the year to a deferred 
profit sharing plan of which the taxpayer was a bene- 
ficiary, or 


(iii) as a consequence thereof was a person in respect 
of whom a contribution was made by an employer to 
a deferred profit sharing plan in the year, 


an amount that, when added to the amount. if any, de- 
ductible under paragraph 8(1)(m) in computing the in- 
come of the taxpayer for the year, does not exceed the 
lesser of $3,500 and 20% of the taxpayer’s earned in- 
come for the year, or 


(b) in any other case, the lesser of $7,500 and 20% of the 
taxpayer’s earned income for the year 


exceeds the amount, if any, deductible under subsection (6) in 
computing the taxpayer’s income for the year. 


Subsec. 146(5) formerly read: 


(5) Amount of premium deductible — There may be de- 
ducted in computing the income for a taxation year of a tax- 
payer who is an annuitant under a registered retirement sav- 
ings plan or becomes an annuitant thereunder within 60 days 
after the end of the year, the aggregate of all amounts each of 
which is the amount of any premium paid by the taxpayer 
under the plan during the year or within 60 days after the end 
of the year (to the extent that it was neither deducted in com- 
puting his income for a previous year nor designated for the 
purposes of paragraph 60(j), (j.1) or (1)), not exceeding the 
amount, if any, by which 


(a) where the taxpayer was employed in the year and 


(i) as a consequence thereof was a person who is or 
may become entitled to benefits under a pension plan 
that provides for payment of a pension to him paya- 
ble in whole or in part out of contributions made or 
to be made to the plan or out of or in respect of 
amounts credited or to be credited in lieu of such 
contributions by a person other than the taxpayer in 
respect of the taxpayer’s employment in the year, 


(ii) contributed an amount in the year to a deferred 
profit sharing plan of which he was a beneficiary, or 


(ili)'as a consequence thereof was a person in respect 
of whom a contribution was made by an employer to 
a deferred profit sharing plan in the year, 


an amount that, when added to the amount, if any, de- 
ductible under paragraph 8( 1)(m) in computing the in- 
come of the taxpayer for the year, does not exceed the 
lesser of $3,500 and 20% of his earned income for the 
year, or 


(b) in any other case, the lesser of $7,500 and 20% of his 
earned income for that taxation year 


exceeds the amount, if any, deductible under subsection (6) in 
computing his income for that taxation year. 


Para. 146(5)(b) amended by 1986, c. 55, subsec. 56(3), applicable to 
1986 et seq., to substitute “$7,500” for “$5,500”. 


All that portion preceding paragraph 146(5)(b) substituted by 1980- 
81-82-83, c. 140, subsec, 98(6), applicable with respect to contribu- 
tions made to registered retirement Savings plans for the 1982 and 
subsequent taxation years. Subsec. 146(S) amended to add a refer- 
ence to paragraph 60(j.1). Para. 146(5)(a) formerly read: 


(a) where the taxpayer was employed in the year and as a 


1316 


| 


consequence thereof was a person who is or may become en- 
| titled to benefits under a pension fund or plan that provides 
for payment of a pension to him payable in whole or in part 
out of contributions made or to be made to the fund or plan or 
out of or in respect of amounts credited or to be credited in 
lieu of such contributions by a person other than the taxpayer 
in respect of the taxpayer's employment in that year, an 
amount that, when added to the amount, if any, deductible 
under paragraph 8(1)(m) in computing the income of the tax- 
payer for that year, does not exceed the lesser of $3,500 and 
20% of his earned income for that taxation year, or 


All that portion of subsec. 146(5) preceding para. (a) substituted by 
1980-81-82-83, c. 48, s. 80, applicable to, 1979 et seq. That portion 
formerly read: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is an annuitant under a regis- 
tered retirement savings plan or becomes, within 60 days af- 
ter the end of the taxation year, an annuitant thereunder, the 
aggregate of all amounts each of which is the amount of any 
premium paid by the taxpayer under the plan during the taxa- 
tion year or within 60 days after the end of the taxation year 
(to the extent that it was not deducted in computing his in- 
come for a previous taxation year), not exceeding however 
the amount, if any, by which 


Subsec. 146(5) substituted by 1976-77, c. 4, subsec. 56(4), applica- 
ble to 1976 et seg. Subsec. 146(5) formerly read: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is an annuitant under a regis- 
tered retirement savings plan or becomes, within 60 days af- 
ter the end of the taxation year, an annuitant thereunder, the 
aggregate of all amounts each of which is the amount of any 
premium paid by the taxpayer under the plan during the taxa- 
tion year or within 60 days after the end of the taxation year 
(to the extent that it was not deductible in computing his in- 
come for a previous taxation year), not exceeding however 
the amount, if any, by which 


(a) where the taxpayer was employed in the year and as a 
consequence thereof was a person who is or may become 
entitled to benefits under a pension fund or plan that pro- 
vides for payment ofa pension to him payable in whole 
or in part out of contributions made or to be made to the 
fund or plan or out of or in respect of amounts credited or 
to be credited in lieu of such contributions by a person 
other than the taxpayer in respect of the taxpayer's em- 
ployment in that year, an amount that, when added to the 
amount, if any, deductible under paragraph 8(1)(m) in 
computing the income of the taxpayer for that year, does 
not exceed the lesser of $2,500 and 20% of his earned 
income for that taxation year, or 


(b) in any other case, the lesser of $4,000 and 20% of his 
earned income for that taxation year 


exceeds the amount, if any, deductible under subsection (6) in 
computing his income for that taxation year. 


Subsec. 146(5) substituted by 1974-75-76, c. 71, s. 10, applicable in 
respect of premiums paid after June 23, 1975. Subsec. 146(5) for- 
merly read: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is an annuitant under a regis- 
tered retirement savings plan or becomes, within 60 days af- 
ter the end of the taxation year, an annuitant thereunder, the 
amount of any. premium paid by the taxpayer under the plan 
during the taxation year or within 60 days after the end of the 
taxation year (to the extent that it was not deductible in com- 
puting his income for a previous taxation year), not exceeding 
however the amount, if any, by which 


(a) in the case of a taxpayer in respect of whom any 
amount is deductible under paragraph 20(1)(q) or (r) in 
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computing the income of any other person for that taxa- 
tion year (or would be so deductible if that other person 
were a person taxable under subsection 2(1)), an amount 
that, when added to the amount deductible under subpar- 
agraph 8(1)(m)() in computing the income of the tax- 
payer for that taxation year, does not exceed the lesser of 
$2,500 and 20% of his earned income for that taxation 
year; and 
(b) in the case of any other taxpayer, the lesser of $4,000 
and 20% of his earned income for that taxation year 
exceeds the.amount, if any, deductible under subsection (6). in 
computing his income for that taxation year. 


Selected Cases [subsec. 146(5)]: Bouchard v. MNR, [1996] 1 
C.T.C. 2239 (TCC) (Proper time to determine contribution limit is 
at end of taxation year or within 60 days of following year), Gadsby 
vy. MNR, [1989] 1 C.T.C. 441 (FCTD) (Taxpayer entitled to full 
RRSP deduction when withdrawal from pension plans terminated 
all rights thereunder); Wood v. The Queen, [1985] 2 C.T.C. 16 
(FCTD) (Earned income is net of deductions). 


Regulations: 100(3)(c). (deduction of RRSP. contribution from 
payroll reduces source withholding). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-320R2: RRSPs — qualified investments; IT- 
500R: RRSPs — death of an annuitant. 


Information Circulars: ATR-2: Contribution to pension plan for 
past service; ATR-17: Employee benefit plan — purchase of com- 
pany shares. 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 


Forms: T1016: RRSP contribution limit statement, T1023: RRSP 
deduction limit — calculation of earned income; T2097: Identifica- 
tion of amounts transferred to an RRSP. 


(5.1) Amount of spousal RRSP premiums de- 
ductible — There may be deducted in computing a 
taxpayer’s income for a taxation year such amount as 
the taxpayer claims not exceeding the lesser of 


(a) the total of all amounts each of which is a pre- 
mium paid by the taxpayer after 1990 and on or 
before the day that is 60 days after the end of the 
year under a registered retirement savings plan 
under which the taxpayer’s spouse (or, where the 
taxpayer died in the year or within 60 days after 

’-the end of the year, an individual who was the 
taxpayer’s spouse immediately before the death) 
was the annuitant at the time the premium was 
paid, other than the portion, if any, of the 
premium 


(i) that was deducted in computing the tax- 
payer’s income for a preceding taxation year, 


(ii) that was designated for any taxation year 
for the purposes of paragraph 60(.2), 


(iii) in respect of which the taxpayer or the 
taxpayer’s spouse has received a payment that 
has been deducted under subsection (8.2) in 
computing the taxpayer’s income for a pre- 
ceding taxation year, or 


(iv) that would be considered to be withdrawn 
by the taxpayer’s spouse as an eligible amount 
(within the meaning assigned by subsection 
146.01(1)) less than 90 days after it was paid, 
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if earnings in respect of a registered retire- 
ment savings plan were considered to be with- 
drawn before premiums paid under that plan 
and premiums were considered to be with- 
drawn in the order in which they were paid, 
and 


(b) the amount, if any, by which the taxpayer’s 
RRSP deduction limit for the year exceeds the 
amount deducted under subsection (5) in comput- 
ing the taxpayer’s income for the year. 


Related Provisions: 60(i) — Deduction for RRSP premiums 
paid; 60(1) — Transfer of RRSP premium refunds; 60(v) — Contri- 
bution to provincial pension plan; 74.5(12)(a) — Attribution rules 
do not apply to spousal contribution: 146(5) — Deduction for con- 
tribution to own plan; 146(8.21) — Premium deemed not paid; 
146(8.3) — RRSP — Amount included in income; 146(16) — De- 
duction on transfer of funds; 146.3(5.1) — RRIF — Amount in- 
cluded in income; 146.3(5.4) — RRIF — Spouse’s income; 
204.1(2.1) — Tax payable by individuals — contributions after 
1990; 204.2(1.2)I(a)(vi) — Amount non-deductible due to 
146(5)(a)(iv) not included for Part X.1 penalty tax purposes; 252(3), 
(4) — Extended meaning of “spouse”. 


History: Subpara. 146(5.1)(a)(iv) added by 1995, c. 3, subsec. 
43(3), applicable to the withdrawal of amounts paid after March 1, 
1994. 


The opening words of para. 146(5.1)(a) substituted by 1994, c. pay 
subsec. 69(5), applicable to 1992 et seq. The opening words for- 
merly read: 


(a) the total of all amounts each of which is a premium paid 
by the taxpayer after 1990 and on or before the day that is 60 
days after the end of the year under a registered retirement 
savings plan under which the taxpayer’s spouse was the annu- 
itant at the time the premium was paid, other than the portion, 
if any, of the premium 


Pre-RSC History: Subsec. 146(5.1) substituted by 1990, c. 35, 
subsec. 13(8), applicable to 1987 et seq. except that 


(a) in its application to the 1987 and 1988 taxation years the 
subsec. shall be read as follows: 


(5.1) There may be deducted in computing the income 
for a taxation year of a taxpayer whose spouse is the an- 
nuitant under a registered retirement savings plan or be- 
comes, within 60 days after the end of the taxation year, 
the annuitant thereunder, the aggregate of all amounts 
each of which is a premium paid by the taxpayer in the 
year or within 60 days after the end of the year under a 
registered retirement Savings plan under which the 
spouse is the annuitant or becomes, within 60 days after 
the end of the year, the annuitant (to the extent that it was 
not deducted in computing the taxpayer’s income for the 
preceding taxation year), not exceeding the amount, if 
any, by which the amount determined in respect of the 
taxpayer under whichever of paragraphs (5)(a) and (b) is 
applicable to the taxpayer exceeds the aggregate of 


(a) the aggregate of amounts paid by the taxpayer in 
the year or within 60 days after the end of the year 
under a registered retirement savings plan under 
which the taxpayer is the annuitant, as a premium the 
amount of which is deducted by the taxpayer under 
subsection (5) in computing the taxpayer’s income 
for the year, and 


(b) the amount, if any, deductible by the taxpayer 
under subsection (6) in computing the taxpayer’s in- 
come for the year.; and 


(b) in its application to the 1989 and 1990 taxation years, the 
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subsec. shall be read as follows: 


(5.1) There may be deducted in computing the income 
for a taxation year of a taxpayer whose spouse is the an- 
nuitant under a registered retirement Savings plan or be- 
comes, within 60 days after the end of the taxation year, 
the annuitant thereunder, the aggregate of all amounts 
each of which is a premium paid by the taxpayer in the 
year or within 60 days after the end of the year under a 
registered retirement savings plan under which the 
spouse is the annuitant or becomes, within 60 days after 
the end of the year, the annuitant (to the extent that is was 
neither deducted in computing the taxpayer’s income for 
the preceding taxation year nor designated for any taxa- 
tion year for the purposes of paragraph 60(j.2)), not ex- 
ceeding the amount, if any, by which the amount deter- 
mined in respect of the taxpayer under whichever of 
paragraphs (5)(a) and (b) is applicable to the taxpayer ex- 
ceeds the aggregate of 


(a) the aggregate of amounts paid by the taxpayer in 
the year or within 60 days after the end of the year 
under a registered retirement savings plan under 
which the taxpayer is the annuitant, as a premium the 
amount of which is deducted by the taxpayer under 
subsection (5) in computing the taxpayer’s income 
for the year, and 


(b) the amount, if any, deductible under subsection 
(6) in computing the taxpayer’s income for the year. 


Subsec. (5.1) formerly read: 


(5.1) Idem — There may be deducted in computing the in- 
come for a taxation year of a taxpayer whose spouse is an 
annuitant under a registered retirement Savings plan or be- 
comes, within 60 days after the end of the taxation year, an 
annuitant thereunder, the amount paid by the taxpayer to or 
under the plan during the taxation year or within 60 days after 
the end of the taxation year (to the extent that it was not de- 
ducted in computing his income for a previous taxation year), 
not exceeding however the amount, if any, by which the 
amount determined in respect of the taxpayer under which- 
ever of paragraphs (5)(a) and (b) is applicable to him exceeds 
the aggregate of 


(a) the aggregate of amounts paid by the taxpayer in the 
taxation year or within 60 days after the end of the taxa- 
tion year under a registered retirement Savings plan under 
which he is the annuitant, as a premium the amount-of 
which is deducted by him in the year under subsection 
(5); and 


(b) the amount, if any, deductible by him under subsec- 
tion (6) in computing his income for that taxation year. 


Subsec. 146(5.1) substituted by 1976-77, c. 4, subsec. 56(4), appli- 
cable to 1974 et seg. 


Subsec. 146(5.1) added by 1974-75-76, c. 26, subsec. 99(3), appli- 
cable to 1974 et seg. . 


Selected Cases [subsec. 146(5.1)]: Gilbert (M.) ». Canada, 
[19931 1 Ca C233 (FCA) (Year in which actual payment made is 
relevant, not prior year in Tespect of which deduction taken). 


Regulations: 100(3)(c) (deduction of RRSP contribution from 
payroll reduces source withholding). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-SOOR: RRSPs — death of an annuitant. 


Information Circulars: 
plans. 


72-22R9: Registered retirement savings 


Forms: T2097: Identification of amounts transferred to an RRSP. 
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(5.2) [Repealed under former Act] 


or (1), not exceeding the amount, if any, by which 


pre-RSC History: Subsec. 146(5.2) repealed by 1990, c. 35, sub- (c) the lesser of 


sec. 13(9), applicable to 1991 et seq. Subsec. (5.2) formerly read: 


(5.2) Pension fund or plan — For the purposes of paragraph 
(5)(a), “pension fund or plan” does not include 


(a) the Canada Pension Plan; 


(b) a provincial pension plan as defined in section 3 of 


(i) the aggregate of all amounts each of which is his 
taxable capital gain for the year or a preceding taxa- 
tion year from such a disposition, and 


(ii) the amount, if any, by which 
(A) his farm contribution limit for the year 


the Canada Pension Plan; or exceeds 


(B) the aggregate of all amounts each of which is 
an amount deducted by. him in the year or a pre- 
ceding taxation year ending after 1983 under any 
of subsections (5) or (5.1) or paragraph 8(1)(Gn), 


(c) any similar plan of a country other than Canada. 


Subsec. 146(5.2) added by 1976-77, c. 4, subsec. 56(4), applicable 
in respect of premiums paid after June 23, 1975. 


(5.21) Anti-avoidance — Notwithstanding» any EN 


other provision of this section, where (d) the aggregate of amounts deducted by him under this 


' ; ; subsection for preceding taxation years. 
(a) a registered pension plan is amended or ad- (5.4) Definitions — For the purposes of subsection (5.3) and 
ministered in such a manner as to terminate, sus- this subsection, 


pend or delay (a) “qualified farm property” — “qualified farm prop- 


(i) the membership of an individual in the plan erty” of a taxpayer means 


for the individual’s 1990 taxation year, (i) a property that was owned on December 31, 1983 
by the taxpayer or his spouse and that, at any time 


after 1971 and before 1984, was 
(A) real property used by 


(ii) contributions, under the plan by or for the 
benefit of the individual in respect of the year, 


“pe (I) the taxpayer, his spouse, or any of his 


(iii) the accrual of retirement benefits under children, Cos 

the plan for the individual in respect of the (II) a corporation, a share of the capital 
year, Or stock of which is a share of the capital stock 
of a family farm corporation of the taxpayer, 


(b) a deferred profit sharing plan is amended or his spouse or any of his children, or 


administered in such a manner as. to terminate, 
suspend or delay contributions under the plan for 
the year in respect of an individual, 


(IIL) a partnership, an interest in which is an 
interest in a family farm partnership of the 
taxpayer, his spouse. or any of his children 

and one of the main reasons for the termination, sus- 
pension or delay may reasonably be considered to be 
to reduce the pension adjustment of the individual 
for the year in respect of an employer, the only 
amount that may be deducted in computing the in- 
come for the year of the individual, in respect of pre- 
miums paid to registered retirement savings plans, is 
the amount that would have been deductible had that 
termination, suspension or delay not occurred. 


Pre-RSC History: Subsec. 146(5.21) added by 1990, c. 35, sub- 
sec. 13(10), applicable to-the 1990 taxation year. 


(5.3)-(5.5) [Repealed under former Act] 


Pre-RSC History: Subsecs. 146(5.3)-(5.5) repealed by 1986, c. 6, 
subsec. 81(3), applicable: with respect to premiums paid after May 
23, 1985 under a registered retirement savings plan in respect of 
taxable capital gains realized ona disposition of qualified farm 
property after 1984. Subsecs. 146(5.3)—-(5.5) formerly read: 


(5.3) Farm capital gain — There may be deducted in com- 
puting the income for a taxation year of a taxpayer who 


in the course of carrying on the business of farm- 
ifigomnsCanaday: M98 ASX 3 

(B) a share of the capital stock of a family farm 
corporation of the taxpayer or his spouse, or 


(C) an interest in a family farm partnership of 
the taxpayer or his spouse, 


(ii) a replacement property for a qualified farm prop- 
erty of the taxpayer in respect of which the taxpayer 
or his spouse has made an election under subsection 
13(4) or 44(1), 


(iii) a share of the capital stock of a family farm cor- 
poration of the taxpayer all or substantially all of the 
assets of which were 


(A) qualified. farm: properties described in sub- 
paragraph (i) or (ii) of the taxpayer, or 


(B) replacement properties for properties de- 
scribed in clause (A) in respect of which the cor- 
poration has made an election under subsection 
13(4) or 44(1), or 


(iv) an interest in a family farm partnership of the 
taxpayer all or substantially all of the assets of which 
(a) has, after December 31, 1983, disposed of a qualified were 


farm property of the taxpayer, and (A) qualified farm properties described in sub- 


(b) isan annuitant under a registered retirement savings paragraph (i) or (ii) of the taxpayer, or 
plan or becomes an annuitant thereunder within 60 days 


after the end of the year, 


(B) replacement properties for properties de- 
scribed in clause (A) in respect. of which the 
partnership has made an election under subsec- 
tion 13(4) or 44(1); 


(b) “farm contribution limit” — “farm contribution limit” 
of a taxpayer for a taxation year theans the ‘amount, if 


the aggregate of all amounts each of which is the amount of 
any premium paid by him under the plan during the year or 
within 60 days after the end of the year (to the extent that it 
was not designated for the purposes of paragraph 60G), G-1) 
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Para. 146(5.4)(a) substituted by 1985, c. 45, subs 
ble to 1984 et seg. Para. 146(5.4)(a) formerly read: 


Subsecs. 146(5.3)— 
cable to 1984 et seg. 


any, by which 


(i) the product obtained when $10,000 is multiplied 
by the number of calendar years after 1971 and 
before 1984 during which he or his spouse was a 
full-time farmer 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount deducted for the year or a preceding taxation 
year under subsection (5.3) by a person who was his 
Spouse in the year of deduction; and 


(c) “full-time farmer’ — “full-time farmer” during a cal- 
endar year means an individual who, in that year, 


(i) owned a share of the capital stock of a family 
farm corporation of that individual, 


(ii) leased land to 


(A) a full-time farmer who was his spouse or his 
child, 


(B) a corporation, any share of the capital stock 
of which was a share of the capital stock of a 
family farm corporation of his spouse or any of 
his children, or 


(C) a partnership, an interest in which was an in- 
terest in a family farm partnership of his spouse 
or any of his children, 


where the land was used in the year in the business 
of farming in Canada by his spouse, any of his chil- 
dren, the corporation or the partnership, or 


(ili) was actively engaged in the business of farming 
in Canada (other than an individual who in the year 
had or would, if he had sustained sufficient losses 
from the business of farming, have had a restricted 
farm loss for the year). 


(5.5) Deemed premium — For the purposes of subsection 
(5.3), where a taxpayer has attained the age of 71 years in a 
preceding taxation year, any amount paid by him to acquire 
an annuity referred to in subparagraph 60(1)(ii) shall be 
deemed to be a premium paid by him under a registered re- 
tirement savings plan under which he is an annuitant. 


(a) “qualified farm property’ — “qualified farm property” of 
a taxpayer means a property that was owned on December 3 1, 
1983 by the taxpayer or his spouse and that, at any time after 
1971 and before 1984, was 


(i) real property used by 
(A) the taxpayer, his spouse or any of his children, 
(B) a corporation, a share of the capital stock of 
which is a share of the capital stock’of a family farm 


corporation of the taxpayer, his spouse or any of his 
children, or 


(C) a partnership, an interest in which is an interest 
in a family farm partnership of the taxpayer, his 
spouse or any of his children 


in the course of carrying on the business of farming in 
Canada, 


(ii) a share of the capital stock of a family farm corpora- 
tion of the taxpayer or his spouse, or 


(iii) an interest in a family farm partnership of the tax- 
payer or his spouse; 


(6) Disposition of non-qualified invest- 
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ec. 82(1), applica- 


(5.5) added by 1984, c. 45, subsec. 53(1), appli- 


ie wee 


ment — Where in a taxation year a trust governed! 
by a registered retirement savings plan disposes of al 
property that, when acquired, was a non-qualified in-, 
vestment, there may be deducted, in computing the. 
income for the taxation year of the taxpayer who is, 
the annuitant under the plan, an amount equal to the! 
lesser of 


(a) the amount that, by virtue of subsection (10), | 
was included in computing the income of that | 
taxpayer in respect of the acquisition of that prop- 
erty, and | 
(b) the proceeds of disposition of the property. | 
Related Provisions: 146(5), (5.1) — Amount of premium de- | 
ducted; 146(10) — Where acquisition of non-qualified investment | 


trust; 146(11) — Life insurance policy; 259 — Election for propor- 
tional holdings in trust property. 


Pre-RSC History: Subsec. 146(6) substituted by 1977-78, c, i 
subsec. 72(1). Subsec. 146(6) formerly read: 


(6) Where in a taxation year a trust governed by a registered 
retirement savings plan disposes of a non-qualified invest- 
ment, the cost of which to the trust was included by virtue of | 
subsection (10) in computing the income of the taxpayer who 
is the annuitant under the plan, there may be deducted, in 
computing the income of the taxpayer for the taxation year, 

an amount equal to the lesser of 


(a) the cost so included in computing the taxpayer’s in- 
come, and 


(b) the proceeds of disposition of the non-qualified 
investment. | 


Selected Cases [subsec. 146(6)]: Foremanet et al. v. MNR, 
[1996] 1 C.T.C. 265 (FCTD) (Statutory language required where 
“series” of transactions attacked). 


Regulations: 214(2) (information return). 


Interpretation Bulletins: IT-320R2: RRSPs — qualified invest- 
ments; IT-415R2: Deregistration of registered retirement savings 
plans. 


Forms: T3R-G: RRSP group information return; T3R-Ind: RRSP 
individual information return and income tax return. 


(6.1) Recontribution of certain withdrawals — 
There may be deducted in computing a taxpayer’s 
income for a particular taxation year the total of all 
amounts each of which is such portion of a pre- 
scribed premium for the particular year as was not 
designated for any taxation year for the purposes of 
paragraph 60(j), (j.1) or (1). 

Related Provisions: 60(i) — Deduction for RRSP premiums 
paid; 127.52(1)(a)Gi)(A) — Addition to adjusted taxable income for 


minimum tax purposes; 146(5) — Amount of RRSP premiums de- 
ductible; 152(6) — Reassessment. 


Pre-RSC History: Subsec. 146(6.1) added by 1990, c. 35, subsec. 
13(11), applicable to 1991 et seq. 

Regulations: 8307(7) (prescribed premium). 

Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


Forms: T2097: Identification of amounts transferred to an RRSP. 


(7) Recovery of property used as security — 
Where in a taxation year a loan, for which a trust 
governed by a registered retirement savings plan has 
used or permitted to be used trust property as secur- 
ity, ceases to be extant, and the fair market value of 
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the property so used was included by virtue of sub- 
section (10) in computing the income of the taxpayer 
who is the annuitant under the plan, there may be 
deducted, in computing the income of the taxpayer 
for the taxation year, an amount equal to the amount, 
if any, remaining when 


(a) the net loss (exclusive of payments by the 
trust as or on account of interest) sustained by the 
trust in consequence of its using the property, or 
permitting it to be used, as security for the loan 
and not as a result of a change in the fair market 
yalue of the property 


is deducted from | 


(b) the amount so included in computing the in- 
come of the taxpayer in consequence of the 
trust’s using the property, or permitting it to be 
used, as security for the loan. 


Related Provisions: 60(i) — Deduction in computing income; 
146(10) — Where acquisition of non-qualified investment by trust. 


Regulations: 214(2) (information return). 


Forms: T3R-G: RRSP group information return; T3R-Ind: RRSP 
individual information return and income tax ‘return. 


(8) Benefits taxable — There shall be included in 
computing the income of a taxpayer for a taxation 
year the total of all amounts received by the taxpayer 
in the year as benefits out of or under registered re- 
tirement savings plans, other than excluded with- 
drawals (within the meaning assigned by subsection 
146.01(1)) in respect of the taxpayer and amounts 
that are included under paragraph (12)(b) in comput- 
ing the taxpayer’s income. 


Related Provisions: 56(1)(h) — Income from RRSP; 60(1) — 
Transfer of RRSP premium refunds; 146(8.01) — Benefits from 
RRSP re Home Buyers’ Plan; 146.01(4).— Portion of eligible 
amount not repaid; 146.01(9), (10), — Income inclusions; 
146(8.3) — Attribution from spousal RRSP; 146(12) — Change in 
plan after registration; 146(16) — Deduction on transfer of funds; 
146(20) — Amount credited to deposit RRSP deemed not received 
by annuitant; 147.3(13.1) _— Withdrawal of excessive transfers to 
RRSPs and RRIFs; 153(1)(j) — Withholding of tax at source; 
160.2(1) — Joint and several liability in respect of amounts re- 
ceived out of or under RRSP; 212(1)() — Withholding tax on pay- 
ments to non-residents. 


History: Subsec. 146(8) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 82(7), applicable to 1992 et seg. Subsec. (8) formerly 
read: 


(8) Benefits taxable — There shall be included in comput- 
ing the income of a taxpayer for a taxation year all amounts 
received by the taxpayer in the year as a benefit out of or 
under a registered retirement savings plan, other than an 
amount that is included in computing the taxpayer’s income 
pursuant to paragraph (12)(b). 
Pre-RSC History: Subsec. 146(8) substituted by 1977-78, c. 1, 
subsec. 72(2), applicable after March 31, 1977. Subsec. 146(8) for- 
merly read: 
(8) There shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year as a benefit out of or under a registered retirement sav- 
ings plan. 
Subsec. 146(8) substituted by 1974-75-76, c. 26, subsec. 99(4), ap- 
plicable to 1972 et seq. 
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Regulations: 100(1)‘‘remuneration’’(i) (payment from RRSP. sub- 
ject to source withholding); 103(4), (6) (withholding requirements 
on withdrawal from RRSP); 104(3) (no withholding on Home Buy- 
ers’ Plan withdrawal); 214(1), (4) (information return). 


1.T. Application Rules: 61(2) (where annuitant died before 1972). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-500R: RRSPs — death of an annuitant. 


information Circulars: 72-22R9: Registered retirement savings 
plans. ; ) 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 


Forms: T4RSP Segment; T4RSP Summ: Return of RRSP income; 
T4RSP Supp: Statement of RRSP income. 


(8.01) Idem — subsequent re-calculation — 
Where an amount referred to in paragraph (a) of the 
definition “eligible amount” in subsection 146.01(1) 
is received by a taxpayer in a taxation year and, at 
any time after that.year, it is determined that the 
amount is not an excluded withdrawal (within the 
meaning assigned by that subsection), notwithstand- 
ing subsections 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are neces- 
sary to give effect to the determination. 


History: Subsec. 146(8.01) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 82(7), applicable to 1992 et seq. 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


(8.1) Deemed receipt of refund of premi- 
ums — Such portion of an amount paid in a taxa- 
tion year out of or under a registered retirement sav- 
ings plan of a deceased annuitant to the annuitant’s 
legal representative as, had that portion been paid 
under the plan to a beneficiary of the deceased’s es- 
tate, would have been a refund of premiums shall, to 
the extent it is so designated jointly by the legal rep- 
resentative and the beneficiary in prescribed form 
filed with the Minister, be deemed to be received by 
the beneficiary in the year as a benefit that is a re- 
fund of premiums. 

Related Provisions: 60(1) — Transfer of RRSP premium re- 
funds; 60(1)(v)(B.1) — Rollover of designated benefits to child or 
grandchild on death; 146(8.9) — Effect of death where person other 
than spouse becomes entitled; 160.2(1) — Joint and several liability 
in respect of amounts teceived out of or under RRSP; 214(3)(c) — 
Non-resident withholding tax. 


Pre-RSC History: Subsec. 146(8.1) substituted by 1979, c. 5, 
subsec. 46(10), applicable after June 29, 1978. 1979, c. 5, subsec. 
46(19) provides that in its application in respect of deaths occurring 
before June 30, 1978, subsec. 146(8.1) shall be read as follows: 


(8.1) For the purposes of paragraphs 60(1) and 61(2)(d), such 
portion of a refund of premiums under a registered retirement 
savings plan received by a testamentary trust as 


(a) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection 104(13) or (14) or section 105, as the 
case may be, was included in computing the income for a 
taxation year of a particular beneficiary under the trust, 
and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder 


shall, if so designated by the trust in respect of the particular 
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beneficiary in its return of income for the year under this Part, 
be deemed to be a refund of premiums under a registered re- 
tirement savings plan received by the particular beneficiary in 
the year and to be an amount included in computing the bene- 
ficiary’s income for the year by virtue of-subsection (8). 


Subsec: 146(8.1) formerly read: 


(8.1) For the purposes of paragraphs 60(1) and 61(2)(d), such 

portion of a refund of premiums under a registered retirement 

savings plan received by a testamentary trust as 
(a) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection 104(13) or (14) or section 105, as the 
case may be, was included in computing the income for a 
taxation year of a particular beneficiary under the trust, 
and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder, 


shall, if so designated by the trust in respect of the particular 
beneficiary in its return of income for the year under this Part, 
be deemed to be a refund of premiums under a registered re- 
tirement savings plan received by the particular beneficiary in 
the year and to be an amount included in computing the bene- 
ficiary’s income for the year by virtue of subsection (8). 


Subsec. 146(8.1) added by 1973-74, c. 14, subsec. 50(3), applicable 
to refunds of premiums under a registered retirement savings plan 
received by a testamentary trust after 1971. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. - 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to. spouse. 


Forms: T2019: Designating an amount received from an RRSP to 
bea refund of premiums. 


(8.2) Amount deductible — Where 


(a) all or any portion of the premiums paid in a 
taxation year by a taxpayer to one or more regis- 
tered retirement savings plans under which the 
taxpayer or the taxpayer’s spouse was the annui- 
tant was not deducted in computing the tax- 
payer’s income for any taxation year, 


(b) the taxpayer or the taxpayer’s spouse can rea- 
sonably be regarded as having received a pay- 
ment from a registered retirement savings plan or 
a registered retirement income fund in respect of 
such portion of the undeducted premiums as 


(i) was not paid by way of a transfer of an 
amount from a registered pension plan to a 
registered retirement savings plan, 


(ii) was not paid by way of a transfer of an 
amount from a deferred profit sharing plan to 
a registered retirement savings plan in accor- 
dance with subsection 147(19), and 


(iii) was not paid by way of a transfer of an 
amount from a provincial pension plan pre- 
scribed for the purpose of paragraph 60(y) to a 
registered retirement savings plan in circum- 
stances to which subsection (21) applied, 


(c) the payment is received by the taxpayer or the 
taxpayer’s spouse in a particular taxation year 
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that is 


(i) the year in which the premiums were paid 
by the taxpayer, 


(ii) the year in which a notice of assessment 
for the taxation year referred to in subpara- 
graph (i) was sent to the taxpayer, or 


(ili) the year immediately following the year 
referred to in subparagraph (i) or (ii), and 


(d) the payment is included in computing the tax- 
payer’s income for the particular year, 


the payment (except to the extent that it is a pre- 
scribed withdrawal) may be deducted in computing 
the taxpayer’s income for the particular year unless it 
is reasonable to consider that 


(e) the taxpayer did not reasonably expect that the 
full amount of the premiums would be deductible 
in the taxation year in which the premiums were 
paid or in the immediately preceding taxation 
year, and 


(f) the taxpayer paid all or any portion of the pre- 
miums with the intent of receiving a payment 
that, but for this paragraph and paragraph (e), 
would be deductible under this subsection. 


Related Provisions: 60(i)— Deduction for RRSP premiums 
paid; 146(5)— Deduction for contribution to own RRSP; 
146(5.1) — Deduction for contribution to spousal RRSP; 
146(8.21) — Excess premium deemed not paid; 146(16) — Deduc- 
tion on transfer of funds: 147.3(13.1) — Withdrawal of excessive 
transfers to RRSPs and RRIFs; 252(4) — Extended meaning of 
“spouse”; Reg. 8307(4) — Eligibility of withdrawn amount for 
designation. 


History: Subpara. 146(8.2)(b)(iii) added by 1994, c. 21, subsec. 
69(6), applicable to 1992 et seq. 


Para. 146(8.2)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 82(8), applicable to 1991 er seq. except that for the 1991 
taxation year subpara. (i) shall be read as follows: 


(1) was not paid by way of a transfer of an amount from a 
registered pension plan to a registered retirement savings plan 
in accordance with any of subsections 147.3(1) and (4) to (7), 
and 


Para. (b) formerly read: 


(b) the taxpayer or the taxpayer’s spouse can reasonably be 
regarded as having received a payment from a registered re- 
tirement savings plan or a registered retirement income fund 
in respect of such undeducted premiums, 


Pre-RSC History: Subsec. 146(8.2) substituted by 1990, c, 35, 
subsec. 13(12), applicable with Tespect to RRSP premiums paid af-’ 
ter 1990. Subsec. (8.2) formerly read: 


(8.2) Amount deductible — Where the aggregate of all pre- 
miums paid in a taxation year by a taxpayer to one or more 
registered retirement savings plans under which he or his 
spouse is the annuitant is not deductible by the taxpayer in 
computing his income for the year or the immediately preced- 
ing taxation year, and the taxpayer or his spouse can reasona- 
bly be regarded as having received, in the year in which a 
notice of assessment for the year was sent or in the following 
year, a payment in respect of the part that was not deductible 
from one or more such registered retirement savings plans, or 
from one or more registered retirement income funds to 
which any such plan was transferred, the payment may be de- 
ducted in computing the taxpayer’s income for the taxation 
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year in which the payment is received and included in his 
income. 
Subsec. 146(8.2) substituted by 1986, c. 55, subsec. 56(4), applica- 
ble to 1986 et seg. Subsec. 146(8.2) formerly read: 
(8.2) Amount deductible — Where in a particular taxation 
year ; 
(a) the lesser of 
(i) the amount by which the aggregate of all amounts 
paid in the year by a taxpayer to one or more regis- 
tered retirement savings plans under which he or his 
spouse is an annuitant, other than amounts to which 
paragraph 60(j), G.1) or (1) or subsection 146(16) ap- 
plies, exceeds the aggregate of amounts deducted in 
computing his income for the preceding taxation year 
in respect thereof, and 


(ii) $5,500, 
exceeds 


(b) the aggregate of amounts deductible by the taxpayer 
in computing his income for the year in respect of the 
amounts referred to in subparagraph (a)(i) in determining 
his income for the purposes of an assessment under, sub- 
section 152(1), 


and the taxpayer has received a payment in respect of that 
excess from one or more of those plans in the year in which 
the notice of that assessment was sent or in the following 
year, there may be deducted in computing the income of the 
taxpayer for such a taxation year in which such a payment is 
received by him the amount of the payment received in the 
year but not exceeding the amount by which the excess ex- 
ceeds the aggregate of any amounts deducted in previous 
years under this subsection in respect of the particular year. 


Subpara. 146(8.2)(a)(@) substituted by 1980-81-82-83, c. 140, sub- 
sec. 98(7), to add a reference to para. 60(j.1) and to substitute “pre- 
ceding taxation year” for “previous year”, applicable to the 1981 
and subsequent taxation years. 


Subsec. 146(8.2) added by 1976-77, c. 4, subsec. 56(5), applicable 
to 1976 et seq. 


Regulations: 8307(6) (prescribed withdrawal). 


interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-124R6: Contributions to registered retire- 
ment savings plans. 


Forms: 1746: Calculation of deduction for refund of RRSP excess 
contributions; T3012: Application for refund of RRSP excess con- 
tributions; T3012A: Tax deduction waiver on the refund of your un- 
deducted RRSP contributions. 


(8.21) Premium deemed not paid — Where a 
taxpayer or the taxpayer’s spouse has, at any time in 
a taxation year, received a payment from a registered 
retirement savings plan or a registered retirement in- 
come fund in respect of all or any portion of a pre- 
mium paid by the taxpayer to a registered retirement 
savings plan and the payment has been deducted 
under subsection (8.2) in computing the taxpayer’s 
income for the year, the premium or portion thereof, 
as the case may be, shall, 


(a) for the purposes of determining, after that 
time, the amount that may be deducted under 
subsection (5) or (5.1) in computing the tax- 
payer’s income for the year or a preceding taxa- 
tion year, and 


(b) for the purposes of subsections (8.3) and 


S. 146(8.3) 


146.3(5.1) after that time, in the case of a pay- 
ment received by the taxpayer, 


be deemed not to have been a premium paid by the 
taxpayer to a registered retirement savings plan. 


Related Provisions: 146(8.6) — Spouse’s income; 252(4) — Ex- 
tended meaning of “spouse”. 


Pre-RSC History: Subsec. 146(8.21) added by 1990, c. 35, sub- 
sec. 13(12), applicable with respect to RRSP premiums paid after 
1990. 


Interpretation Bulletins: IT-124R6: Contributions to registered 


retirement savings plans. 


(8.3) Spousal RRSP payments — Where at any 
time in a taxation year a particular amount in respect 
of a registered retirement savings plan that is a 
spousal plan in relation to a taxpayer is required by: 
reason of subsection (8) or paragraph (12)(b) to be 
included in computing the income of the taxpayer’s 
spouse before the plan matures or as a payment in 
full or partial commutation of a retirement income 
under the plan and the taxpayer is not living separate 
and apart from the taxpayer’s spouse at that time by 
reason of the breakdown of their marriage, there 
shall be included at that time in computing the tax- 
payer’s income for the year an amount equal to the 
lesser of 


(a) the total of all amounts each of which is a pre- 
mium paid by the taxpayer in the year or in one 
of the two immediately preceding taxation years 
to a registered retirement savings plan under 
which the taxpayer’s spouse was the annuitant at 
the time the premium was paid, and 


(b) the particular amount, 


Related Provisions: 56(1)(h) — Income from RRSP; 604.2) — 
Transfer to spousal RRSP; 74.5(12) — Application; 146(8.21) — 
Premium deemed not paid; 146(8.5) — Ordering; 146(8.6) — 
Spouse’s income, 146(8.7) — Where subsec. (8.3) does not apply; 
146.3(5.1) — Parallel rule for RRIFs; 146.3(5.4) — Spouse’s in- 
come; 147.3(13.1) _- Withdrawal of excessive transfers to RRSPs 
and RRIFs; 153(1)(j) — Withholding of tax at source; 252(4) — 
Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 146(8.3) substituted by TOO CLS, 
subsec. 13(13), applicable to 1989 et seq. except that in its applica- 
tion to the 1989 and 1990 taxation years the subsec. shall be read as 
follows: 


(8.3) Where at any time in a taxation year a particular amount 
in respect of a registered retirement savings plan to which a 
premium deductible under paragraph 60(.2)., or subsection 
(5.1) has been paid is required under subsection (8) or para- 
graph (12)(b) to be included in computing the income of the 
taxpayer’s spouse before the plan matures or as a payment in 
full or partial commutation of a retirement income under the 
plan, except where the taxpayer is living separate and apart 
from the taxpayer’s spouse at that time by reason of the 
breakdown of their marriage, all or any part of each premium 
paid by the taxpayer in the year or in one of the two immedi- 
ately preceding taxation years that is deductible under para- 
graph 60(j.2) or subsection (5.1) in computing the taxpayer's 
income for a year shall be included at that time in computing 
the taxpayer’s income for the year, except to the extent that 
the aggregate of those premiums or parts thereof exceeds the 
particular amount. 
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Subsec. (8.3) formerly read: 


(8.3) Amount included in income — Where at any time in a 
taxation year a particular amount in respect of a registered 
retirement savings plan to which a premium deductible under 
subsection (5.1) has been paid is required under subsection 
(8) or paragraph (12)(b) to be included in computing ‘the in- 
come of the taxpayer’s spouse before the plan matures or as a 
payment in full or partial commutation of a retirement income 
under the plan, except where the taxpayer is living separate 
and apart from his spouse at that time by reason of the break- 
down of their marriage, all or any part of each premium paid 
by the taxpayer in the year or in one of the two immediately 
preceding taxation years that is deductible under subsection 
(5.1) in computing his income for a year shall be included at 
that time in computing his income for the year, except to the 
extent that the aggregate of those premiums or parts thereof 
exceeds the particular amount. 


Subsec. 146(8.3) substituted by 1986, c. 55, subsec. 56(4), applica- 
ble to 1986 et seg. Subsec. 146(8.3) formerly read: 


(8.3) Amount to be included in computing income — 
Where at any particular time in a taxation year a particular 
amount in respect of a plan to which a contribution deductible 
under subsection (5.1) has been made would be required by 
paragraph (12)(b) (if it were read without reference to the 
words “minus the amount required by subsection (8.3) to be 
included in computing the income of the taxpayer’s spouse”) 
to be included in computing the income for the year of the 
spouse of a taxpayer, except where the taxpayer is living 
apart and separated from his spouse at the particular time as a 
result of the breakdown of their marriage and pursuant to a 
decree, order or judgment of a competent tribunal or a written 
separation agreement, there shall be included in computing 
the income for the year of the taxpayer all or any part of the 
lesser of the particular amount and the aggregate of all 
amounts each of which was paid by the taxpayer and was 


(a) deductible under subsection (5.1) in computing his in- 
come for the year; or 


(b) deducted under subsection (5.1) in computing his in- 
come for one of the 2 immediately preceding taxation 
years. 


Subsec. 146(8.3) amended by 1985, c. 45, subsec. 82(2), to 
substitute 


“all or any part of the lesser of the particular amount and the 
aggregate of all amounts each of which was paid by the tax- 
payer and was 


(a) deductible under subsection (5.1) in computing his in- 
come for the year; or 


(b) deducted under subsection (5.1) in computing his in- 
come for one of the 2 immediately preceding taxation 
years.” 


for rH 


“amounts paid by the taxpayer and deductible under subsec- 
tion (5.1) in computing his income for the year or deducted 
under that subsection in computing his income for either of 
the two immediately preceding taxation years not exceeding, 
in the aggregate, the particular amount.”, 


applicable with respect to amounts to which para. 146(12)(b) ap- 
plies after February 15, 1984. 


Subsec. 146(8.3) substituted by 1984, c. 45, subsec. 53(2), to add 
“except where the taxpayer is living apart and separated from his 
spouse at the particular time as a result of the breakdown of their 
marriage and pursuant to a decree, order or judgment of a compe- 
tent tribunal or a written separation agreement”, applicable with re- 
spect to amounts to which para. 146(12)(b) applies after February 
15, 1984. 
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Subsec. 146(8.3) added by 1977-78, c. 1, subsec. 72(3), applicable 
after March 31, 1977. 


Selected Cases [subsec. 146(8.3)]: Gilbert (M.) vy. Canada, 


[1993] 1 C.T.C. 233 (FCA) (Year in which actual payment made is 
relevant, not prior year in respect of which deduction taken), 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-415R2: Deregistration of RRSPs. 


Forms: T2205: Calculation of amounts from a spousal RRSP or 
RRIF to be included in income. 


(8.4) [Repealed under former Act] 


Pre-RSC History: Subsec. 146(8.4) repealed, by 1990, c. 35, 
subsec. 13(14), applicable to 1991. et seq. That subsec. formerly 
read: 


(8.4) Interpretation — Where a registered retirement savings 
plan receives a payment out of or a transfer from 


(a) a plan described in subsection (8.3), or 


(b) a registered retirement income fund which was a fund 
described in subsection 146.3(5.1) | 


the plan shall be deemed to be a registered retirement savings 
plan to which a premium deductible under subsection (Oo 
has been paid. 


Subsec. 146(8.4) substituted by 1986, c. 55, subsec. 56(4), applica- 
ble to 1986 et seg. Subsec. 146(8.4) formerly read: 


(8.4) Interpretation — For the purposes of subsection (8.3) a 
plan to which a payment or transfer described in subsection 
(16) has been made froma plan described in subsection (8.3) 
shall be deemed to be a plan to which a contribution deducti- 
ble under subsection (5.1), has been made. 


Subsec. 146(8.4) added by 1977-78, .c.1, subsec. 72(3), applicable 
after March 1977. 


(8.5) Ordering — Where a taxpayer has paid more 


than one premium described in subsection (8:3 
such a premium or part thereof paid by the taxpayer | 
at any time shall be deemed to have been included in 

computing the taxpayer’s income by virtue of that 


subsection before premiums or parts thereof paid by 
the taxpayer after that time. 


Interpretation Bulletins: IT-307R3: Spousal registered retire. 


ment savings plans. 


(8.6) Spouse’s income — Where, in respect of an 


amount required at any time in a taxation year to be 
included in computing the income of a taxpayer’s 
spouse, all or part of a premium has by reason of 
subsection (8.3) been included in computing the tax- 
payer’s income for the year, the following rules 
apply: | 
(a) the premium or part thereof, as the case may 
be, shall, for the purposes of subsections (8.3) 
and 146.3(5.1) after that time, be deemed not to 
have been a premium paid to a registered retire- 
ment savings plan under which the taxpayer’s 
spouse was the annuitant; and | 


(b) an amount equal to the premium or part 
thereof, as the case may be, may be deducted in 
computing the income of the spouse for the year. 


Related Provisions: 146(8.21) — Premium deemed not paid; 
146.3(5.4) — Spouse’s income; 252(4) — Extended meaning of 
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“spouse”. 


Pre-RSC History: That portion of subsec. 146(8.6) preceding 
para. (b) substituted by 1990, c. 35, subsec. 13(15), applicable to 
1991 et seq. That portion formerly read: 
(8.6) Spouse’s income — Where, in respect of an amount 
received by a taxpayer's spouse, all or part of a premium has 
by virtue of subsection (8.3) or 146.3(5.1) been included at 
any time in computing the taxpayer’s income for a taxation 
year, 
(a) the premium or part thereof, as the case may be, shall, 
for the purposes of subsections (8.3) and 146.3(5.1) after 
that time, be deemed not to have been a premium deduct- 
ible under subsection (5.1); and 


Subsecs. 146(8.5), (8.6) substituted by 1986, c. 55, subsec. 56(4), 
applicable to 1986 et seq. Those subsecs. formerly read: 


(8.5) Ordering — Where a taxpayer has paid more than one 
amount described in subsection (8.3), such an amount or part 
thereof paid by him at any time shall be deemed to have been 

included in computing his income by virtue of subsection 
(8.3) before amounts or parts thereof paid by him after that 
time. 


(8.6) Amounts not to be included more than once — 
Where all or any part of an amount has, by virtue of subsec- 
tion (8.3), been included at any particular time in computing a 
taxpayer's income for a taxation year, that amount or part, as 
the case may be, shall not subsequently be included in com- 
puting that taxpayer's income. 


Subsecs. 146(8.5), (8.6) added by 1977-78, c. 1, subsec. 72(3), ap- 
plicable after March 1977. 


interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs. 


(8.7) Where subsec. (8.3) does not apply — 
Subsection (8.3) does not apply 


(a) in respect of a taxpayer at any time during the 
year in which the taxpayer died; 


(b) in respect of a taxpayer where either the tax- 
payer or the taxpayer’s spouse is a non-resident at 
the particular time referred to in that subsection; 


(c) in respect of amounts paid out of or under a 
plan referred to in subsection (12) as an 
“amended plan” to which paragraph (12)(a) ap- 
plied before May 26, 1976; 


(d) to any payment that 1s received in full or par- 
tial commutation of a registered retirement in- 
come fund or a registered retirement savings plan 
and in respect of which a deduction was made 
under paragraph 60(1) if, where the deduction was 
in respect of the acquisition of an annuity, the 
terms of the annuity provide that it cannot be 
commuted, and it is not commuted, in whole or in 
part within 3 years after the acquisition, or 


(e) in respect of an amount that is deemed by sub- 
section (8.8) to have been received by an annui- 
tant under a registered retirement savings plan 
immediately before the annuitant’s death. 
Pre-RSC History: Para. 146(8.7)(e) added by 1990, c. 35, subsec. 
13(16), applicable to 1988 et seq. 
Para. 146(8.7)(d) added by 1986, c. 55, subsec. 56(5), applicable to 
1986 et seq. 
Subsec. 146(8.7) added by 1977-78, c. 1, subsec. 72(3), applicable 


S. 146(8.8) 


after March 31, 1977. 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs. 


(8.8) Effect of death where person other than 
spouse becomes entitled — Where the annui- 
tant under a registered retirement savings plan (other 
than a plan that had matured before June 30, 1978) 
dies after June 29, 1978, the annuitant shall be 
deemed to have received, immediately before the an- 
nuitant’s death, an amount as a benefit out of or 
under a registered retirement savings plan equal to 
the amount, if any, by which 


(a) the fair market value of all the property of the 
plan at the time of death 


exceeds 


(b) where the annuitant died after the maturity of 
the plan, the fair market value at the time of the 
death of the portion of the property described in 
paragraph (a) that, as a consequence of the death, 
becomes receivable by a person who was the an- 
nuitant’s spouse immediately before the death, or 
would become so receivable should that person 
survive throughout all guaranteed terms con- 
tained in the plan. 


Related Provisions: 60(1)(v)(B.1) — Transfer of RRSP premium 
refunds; 146(8.7) — Where subsec. (8.3) does not apply; 
146(8.9) — Effect of death where person other than spouse be- 
comes entitled; 146.3(6) — Parallel rule for RRIFs; 160.2(1) — 
Joint and several liability in respect of amounts received out of or 
under RRSP; 214(3)(c) — Non-resident withholding tax; 
252(4)(a) — Extended meaning of “spouse”. 


History: Para. 146(8.8)(b) substituted by 1994, c. 21, subsec. 
69(7), applicable to deaths occurring after 1992. That para. formerly 
read: 


(b) the portion thereof that, as a consequence of the annui- 
tant’s death, becomes receivable by the annuitant’s spouse, or 
would become so receivable should that spouse survive 
throughout all guaranteed terms contained in the plan. 


Pre-RSC History: Subsec. 146(8.8) amended by 1979, c. 5, sub- 
sec. 46(11), applicable after June 29, 1978. Subsec. 146(8.8) for- 
merly read: 


(8.8) Where, as a consequence of the death of an individual, a 
person, other than the spouse of the individual, becomes enti- 
tled to receive an amount out of or under a contract or ar- 
rangement that was, at the time of the individual’s death, a 
registered retirement savings plan of the individual that ma- 
tured or provided for maturity after the day on which this sub- 
section comes into force, 
(a) the individual shall be deemed to have received, im- 
mediately before his death, an amount out of or under a 
registered retirement savings plan equal to the fair market 
value at the time of his death of the amount the person 
became entitled to receive; and 
(b) the plan shall be deemed, for the purposes of this Act, 
not to be a registered retirement savings plan at any time 
after the individual’s death. 
Subsec. 146(8.8) added by 1977-78, c. 32, subsec. 34(15). 
Regulations: 214(4) (information return). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-500R: RRSPs — death of an annuitant. 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
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to spouse. 


(8.9) Idem — There may be deducted from the 
amount deemed by subsection (8.8) to have been re- 
ceived by an annuitant as a benefit out of or under a 
registered retirement savings plan an amount not ex- 
ceeding the amount determined by the formula 


(B + C —D) 
Ax |1- B+) | 
where 


A is the total of all refunds of premiums in respect 
of the plan; 


1326 


Div. G — Special Income, Arrangements 


B is the fair market value of the property of the plan 
at the particular time that is the later of 


(a) the end of the first calendar year that be- 
gins after the death of the annuitant, and 


(b) the time immediately after the last time 
that any refund of premiums in respect of the 
plan is paid out of or under the plan; 


C. is the total of all amounts paid out of or under the 
plan after the death of the annuitant and before 
the particular time; and 


D is the lesser of 


(a) the fair market value of the property of the 
plan at the time of the annuitant’s death, and 


(b) the sum of the values of B and C in respect 
of the plan. 
Related Provisions: 60(1) — Transfer of RRSP premium re- 
funds; 146.3(6.2) — Parallel rule for RRIFs; 160.2(1) — Joint and 
several liability in respect of amounts received out of or under 
RRSP. 


History: Subsec. 146(8.9) substituted by 1994, c. 21, subsec. 69(8), 
applicable to deaths occurring after 1992. That subsec. formerly 
read: 


(8.9) Idem — There may be deducted from the amount 
deemed by subsection (8.8) to have been received by an an- 
nuitant as a benefit out of or under a registered retirement 
savings plan the total of all amounts each of which is 


(a) that portion of an amount paid out of or under the 
plan that is deemed to be received by a beneficiary as a 
benefit that is a refund of premiums pursuant to subsec- 
tion (8.1); or 

(b) an amount received under the plan by a child or 
grandchild of the annuitant as a refund of premiums. 


Interpretation Bulletins: IT-500R: RRSPs —death of an 
annuitant. 


Advance Tax Rulings: ATR-37: Refund of premiums transferred 
to spouse. 


(8.91) Amounts deemed receivable by 
spouse — Where, as a consequence of the death of 
an annuitant after the maturity of the annuitant’s reg- 
istered retirement savings plan, the annuitant’s legal 
representative has become entitled to receive 
amounts out of or under the plan for the benefit of 
the spouse of the deceased and the legal representa- 
tive and the spouse file with the Minister a joint elec- 


S. 146(10) 


tion in prescribed form, 


(a) the spouse shall be deemed to have become 
the annuitant under the plan as a consequence of 
the annuitant’s death; and 


(b) such amounts shall be deemed to be receiva- 
ble by the spouse and, when paid, to be received 
by the spouse as a benefit under the plan, and not 
to be received by any other person. 
Related Provisions: 60(1)— Transfer of RRSP premium re- 
funds: 160.2(1) — Joint and several liability in respect of amounts 
received out of or under RRSP; 214(3)(c) — Non-resident with- 
holding tax; 248(8) — Occurrences as a consequence of death; 
252(4) — Extended meaning of “spouse”. 


Pre-RSC History: Subsecs. 146(8.9), (8.91) enacted by 1979, c. 5, 
subsec. 46(11), applicable after June 29, 1978. 


Interpretation Bulletins: IT-307R3: Spousal registered _retire- 
ment savings plans; IT-SOOR: RRSPs — death of an annuitant. 


(9) Where disposition of property by trust — 
Where in a taxation year a trust governed by a regis- 
tered retirement savings plan 


(a) disposes of property for a consideration less 
than the fair market value of the property at the 
time of the disposition, or for no consideration, or 


(0) acquires property for a consideration greater 
than the fair market value of the property at the 
time of the acquisition, 


the difference between the fair market value and the 
consideration, if any, shall be included in computing 
the income for the taxation year of the annuitant 
under the plan. 
Related Provisions: 146(11)—Life insurance policies; 
146(12) — Change in plan after registration; 214(3)(c) — Non-resi- 
dent withholding tax. 


Regulations: 214(2) (information return). 


Forms: T3R-G: RRSP group information return, T3R-Ind: RRSP 
individual information return and income tax return. 


(10) Where acquisition of non-qualified 
investment by trust — Where at any time in a 
taxation year a trust governed by a registered retire- 
ment savings plan 


(a) acquires a non-qualified investment, or 


(b) uses or permits to be used any property of the 
trust as security for a loan, 


the fair market value of 


(c) the non-qualified investment at the time it was 
acquired by the trust, or 


(d) the property used as security at the time it 
commenced to be so used, 


as the case may be, shall be included in computing 
the income for the year of the taxpayer who is the 
annuitant under the plan at that time. 

Related Provisions: 146(6) — Disposition of non-qualified in- 
vestment; 146(7)— Recovery of property used as security; 
146(10.1) — Tax payable by trust; 146(11) — Life insurance poli- 
cies; 207.1(1) — Tax payable by RRSP; 214(3)(c) — Non-resident 
withholding tax; 259(1) — Election for proportional holdings in 
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trust property. 


Pre-RSC History: Subsec. 146(10) substituted by 1979, ci 5, 
subsec. 46(12), applicable in respect of property acquired or used as 
security after November 16, 1978. Subsec, 146(10) formerly read: 


(10) Where in a taxation year a trust governed by a registered 
retirement savings plan 


(a) acquires.a non-qualified investment, or 


(b) uses or permits to be used any property of the trust as 
security for a loan, 


the cost to the trust of the non-qualified investment or the fair 
market value, at the time the property is used as security, of 
the property so used, as the case may be, shall be included in 
computing the income for the year of the taxpayer who is the 
annuitant under the plan. 


Selected Cases [subsec. 146(10)]: Millward v. The Queen, 
[1986] 2 C.T.C. 423 (FCTD) (Cross investments in mortgages made 
by RRSPs of two partners were not at arm’s length and were “non- 
qualified investments”); The Queen v. Epstein, [1984] C.T.C. 270 
(FCTD) (Definition of terms in. federal legislation may. not be the 
same as under applicable provincial legislation: definition of “mort- 
gagor” considered). ti 

Regulations: 214(2) (information return). 


Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-415R2: Deregistration of RRSPs. 


Forms: T3R-G: RRSP group information return; T3R-Ind: RRSP 
individual information return’ and income tax return. 


(10.1) Where tax payable — Where in a taxation 
year a trust governed by a registered retirement sav- 
ings plan holds a property that is a non-qualified 
investment, 
(a) tax is payable under this Part by the trust on 
_the amount that its taxable income for the year 
would be if it had no incomes or losses from 
sources other than non-qualified investments and 
no capital gains or losses other than from disposi- 
tions of non-qualified investments; and 


(b) for the purposes of paragraph (a), - 


@). “income” includes dividends described in 
section 83, and 


(ii) paragraphs 38(a) and (b) shall be read 
without reference to the fractions set out in 
those paragraphs. 


Related Provisions: 146(4) — Tax not otherwise payable by 
trust; 259(1) — Election for proportional holdings in trust property. 


Pre-RSC History: Subpara. 146(10.1)(b)Gi) substituted by 1988, 
c. 55, subsec. 130(3), applicable to 1988 ef seq. Subpara. 
146(10.1)(b) (ii) formerly read: 


(ii) paragraphs 38(a) and (b) shall be read without reference 
to the words “'/2 of” where they appear therein. 


Subsec. 146(10.1) added by 1986, c. 6, subsec. 81(4), applicable to 
1986 et seq. in respect of property acquired after October 31, 1985, 


Interpretation Bulletins: IT-320R2: RRSPs — qualified 
investments. 


(11) Life insurance policies — Subsections 
198(6) and (8) are applicable, with such modifica- 
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198(8)(a) shall be read as follows: 


(a) “the trust shall be deemed, for the purposes 
of subsection 146(6), to have disposed of each 
non-qualified investment that, by virtue of Pay- 
ments under the policy, it was deemed by sub- 
section 146(10) to have acquired, and” 


Where, on any day after a retirement savings plan 
has been accepted by the Minister for registration for 
the purposes of this Act, the plan is revised or 
amended or a new plan is substituted for it, and the 
plan as revised or amended or the new plan, as the 
case may be (in this subsection referred to as the 
“amended plan’), does not comply with the require- 
ments of this section for its acceptance by the Minis- 
ter for registration for the purposes of this Act, sub- 
ject to subsection (13.1), the following rules apply: 


(a) the amended plan shall be deemed, for the 


purposes of this Act, not to be a registered retire- 
ment savings plan; and 


(b) the taxpayer who was the annuitant under the 
plan before it became an amended plan shall, in 
computing the taxpayer’s income for the taxation 
year that includes that day, include as income tre- 
ceived at that time an amount equal to the fair 
market value of all the property of the plan im- 
mediately before that time. 


Related Provisions: 146(2) — Requirements for registration: 
146(8.3) — Spousal RRSP payments; 146(8.7)— Where ss. (8.3) 
does not apply; 146(13) — Change in plan after registration; 
147.3(13.1) — Withdrawal of excessive transfers to. RRSPs arid 
RRIFs; 146(13.2), (13.3) — Pre-1997 plan that does not mature by 
age 69 is deemed deregistered; 204.1 — Tax in respect of over-con- 
tribution to deferred income plans; 204.2(1.4) — Deemed receipt 


where RRSP or RRIF amended; 214(3)(c) — Non-resident with- 
holding tax. 


Pre-RSC History: That portion of subsec. 146(12) preceding para. 
(a) substituted by 1990, c. 39, subsec. 36(2), applicable with respect 
to revisions, amendments and substitutions made after 1988. That 
portion formerly read: 


(12) Where, on any day after a retirement savings pian has 
been accepted by the Minister for registration for the pur- 
poses of this Act, the plan is revised or amended or a new 
plan is substituted therefor, and the plan as revised or 
amended or the new plan substituted therefor, as the case may 
be, (hereinafter in this subsection referred to as the ““amended 
plan’’) does not comply with the requirements of this section 
_for its acceptance by the Minister for registration for the pur- 
poses of this Act, the following rules apply: 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments of RRSPs and DPSPs. 


a ————aEEEEEeEeEeEeEeEeEeEeEeEOEOEOEeEeEeeee 


(12) Change in plan after registration — 


— 


Subsec. 146(12).amended by 1986, c. 55, subsec. 56(6), to substi- 
tute “on any day” for “at any time” following “Where,”, applicable 
to 1986 et seg. and to substitute para. 146(12)(b) applicable after 
May 25,'1976 but in its application in respect of plans to which 


tions as the circumstances require, to subsections (6), 
(9) and (10), except that in the application of subsec- 
tion 198(8) to the latter subsections paragraph 
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para. 146(12)(a) had application on or before that date, para. 
146(12)(b) shall be read as follows: 


(b) there shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year that, by virtue of subsection (8) or (9), would have been 
so included if the amended plan had been a registered retire- 
ment savings plan at the time he received those amounts and 
no deduction shall be made under paragraph 60(a) in respect 
of those amounts in computing his income for that year. 


Para. 146(12)(b) formerly read: 


(b) the taxpayer who was the annuitant under the plan before 
it became an amended plan shall, in computing his income for 
a taxation year, include as income received at that time, an 
amount equal to the fair market value of all'the property of 
the plan immediately before that time minus the amount re- 
quired by subsection (8.3) to be included in computing the 
income of the taxpayer’s spouse. 


Para. 146(12)(b) substituted by 1977-78, c. 1, subsec. 72(4), appli- 
cable after March 31, 1977 except that in its application in respect 
of plans to which para. 146(12)(a) applied on or before May 25, 
1976, para. 146(12)(b) shall be read as follows: 


(b) there shall be included in computing the. income of a tax- 
payer for a taxation year all amounts received by him in the 
year that, by virtue of subsection (8) or (9), would have been 
so included if the amended plan had been a registered retire- 
ment savings plan at the time he received those amounts, and 
no deduction shall be made under paragraph 60(a) in respect 
of those amounts in computing his income for that year. 


Para. 146(12)(b) formerly read: 


(b) an amount equal to the fair market value at that time of all 
the property of the plan shall be included, as income received 
at that time, in computing the income for a taxation year of 
the individual who was the annuitant under the plan before it 
became an amended plan. 


Para. 146(12)(b) substituted by 1976-77, c. 4, subsec. 56(6), appli- 
cable after May 25, 1976 except that in its application in respect of 
plans to which para. 146(12)(a) had application on or before that 
date, para. 146(12)(b) shall be read as follows: 


(b) there shall be included in computing the income of a.tax- 
payer for a taxation year all amounts received by him in the 
year that, by virtue of subsection (8) or (9), would have been 
so included if the amended plan had been a registered retire- 
ment savings plan at the time he received those amounts, and 
no deduction shall be made under paragraph 60(a) in respect 
of those amounts in computing his income for that year. 


Para. 146(12)(b) formerly read: 


(b) there shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year that, by virtue of subsection (8) or (9), would have been 
so included if the amended. plan had been a registered retire- 
ment savings plan at the time he received those amounts, and 
no deduction shall be made under paragraph 60(a) in respect 
of those amounts in computing his income for that year. 


Selected Cases [subsec. 146(12)]: Phenix Estate (Trustee of) 
v. Bank of Nova Scotia, [1989] 1 C.T.C. 442 (Sask. CA) (Plan dere- 
gistered when assets pledged as security). . 


Regulations: 214(3) (information return). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs. 


Forms: T4RSP Segment; T4RSP Summary: Return of RRSP in- 
come; T4RSP Supplementary: Statement of RRSP income; T3R-G: 
RRSP group information return; T3R-Ind: RRSP individual infor- 
mation return and income tax return; T2205: Calculation of amounts 
to be included in income out of spousal RRSP or RRIF. 


S. 146(13.2) 


(13) Idem — For the purposes of subsection (12), an 
arrangement under which a right or obligation under 
a retirement savings plan is released or extinguished 
either wholly or in part and either in exchange or 
substitution for any right or obligation, or otherwise 
(other than an arrangement the sole object and legal 
effect of which is to revise or amend the plan) or 
under which payment of any amount by way of loan 
or otherwise is made on the security of a right under 
a retirement savings plan, shall be deemed to be a 
new plan substituted for that retirement savings plan. 


Related Provisions: 146(2), (3) — Acceptance of plan registra- 
tion: 146(16) — Deduction on transfer of funds. 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


(13.1) RRSP advantages — Where an issuer of a 
registered retirement savings plan or any person not 
dealing at arm’s length with the issuer has extended 
an advantage to the annuitant of the plan (or to a per- 
son not dealing at arm’s length with the annuitant) 
and that advantage would have been prohibited if the 
plan had met the requirement for registration con- 
tained in paragraph (2)(c.4), 


(a) paragraphs (12)(a) and (b) do not apply by 
reason only of the extension of that advantage; 
and 


(b) the issuer is liable to a penalty equal to, the 
greater of $100 and the amount or value of that 
advantage. 


Related Provisions: 146(2)(c.4) — Prohibition against extending 
advantage; 146(5)(a) — Amount of RRSP premiums deductible. 


Pre-RSC History: Subsec: 146(13.1) substituted by 1990, c. 39, 
subsec. 36(3), applicable with respect to advantages extended after 
1988. Subsec. 146(13.1) formerly read: 


(13.1) Presumption — Where on any day after June 30, 
1982 an advantage is extended or continues to be extended as 
a consequence of the existence of a registered retirement sav- 
ings plan and that advantage would be prohibited if the plan 
met the requirement for registration contained. in paragraph 
(2)(c.4), the plan shall be deemed to become an amended plan 
as of that or any subsequent day that is specified by the Min- 
ister in a notice given by registered mail to the issuer and to 
the annuitant. 


Subsec. 146(13.1) added by 1980-81-82-83, c. 140, subsec. 98(8). 
Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 72-22R9: Registered retirement saving 
plans. 


(13.2) Maturity after age 69 — For the purpose of 
subsection (12), where a retirement savings plan ac- 
cepted for registration before 1997 does not mature 
by the end of the particular year in which the annui- 
tant under the plan attains 69 years of age, 


(a) the plan is deemed to have been amended im- 
mediately after the particular year; and 
(b) the plan as amended is deemed not to comply 
with the requirements of this section for its ac- 
ceptance by the Minister for registration for the 
purposes of this Act. 

Related Provisions: 146(13.3) — Notification required. that plan 
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will be deregistered; 147(10.6) — Parallel rules for DPSPs. 


History: Subsecs. 146(13.2) added by 1997, c. 25, subsec. 41(4), 
applicable after 1996, except that 


(a) it does not apply to a retirement savings plan where the an- 
nuitant under the plan attained 70 years of age before 1997; 


(b) in applying the subsec. to a retirement savings plan where 
the annuitant under the plan attained 69 years of age in 1996, 
the references in that provisions to “69 years of age” shall be 
read as “70 years of age”; 


(c) it does not apply to a retirement savings plan where an annu- 
ity contract was issued before March 6, 1996 under, pursuant to 
or as the plan to provide the retirement income under the plan 
and, under the terms and conditions of the contract as they read 
immediately before that day, 


(i) the day on which annuity payments are to begin under 
the plan is fixed and determined and is after the year in 
which the annuitant attains 


(A) 69 years of age, where the annuitant had not at- 
tained that age before 1997, or 


(B) 70 years of age, where the annuitant attained 69 
years of age in 1996, and 


(ii) the amount and timing of each annuity payment are 
fixed and determined; and 


(d) it does not apply to a retirement-savings plan that is part of a 
life insurance policy that was issued before March 6, 1996 and 
that has a life insurance component that is not a retirement sav- 
ings plan where, under the terms and conditions of the policy as 
they read immediately before that day, 


(1) the amount of each premium, if any, subsequently paya- 
ble in respect of the life insurance component of the policy, 
and a date by which each such premium is to be paid, are 
fixed and determined, 


(ii) the amount payable under the policy because of the 
death of the annuitant (determined without reference to any 
amount payable as, on account of, in lieu of payment of or 
in satisfaction of, a policy dividend or related interest) is 
fixed and determined, and 


(i1i) insurance on the life of the annuitant is provided under 
the policy for a period of time after the year in which the 
annuitant attains 


(A) 69 years of age, where the annuitant had not at- 
tained that age before 1997, or 


(B) 70 years of age, where the annuitant attained 69 
years of age in 1996, 


Where, because of (d) above, the subsec. does not apply to a retire- 
ment savings plan that is part of a life insurance policy, any part of a 
premium paid under the policy after March 5, 1996 that was not 
fixed and determined under thé terms and conditions of the policy 
as they read at the end of that day is deemed, for the purposes of 
subsecs. 146(5), (5.1) and (8.2), not to have been paid under the 
policy. 


(13.3) Notice — Where a retirement savings plan 
accepted for registration before 1997 does not pre- 
vent maturity after the particular year in which the 
annuitant under the plan attains 69 years of age, the 
issuer of the plan shall, before July of the particular 
year, notify the annuitant in writing that, pursuant to 
subsections (12) and (13.2), the plan will cease to be 
a registered retirement savings plan if it does not ma- 
ture by the end of the particular year, except that no 
such notification is required where, before that 
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month, 
(a) the plan has matured; or 


(b) arrangements have been made for the plan to 
mature, or for the property under the plan to be 
transferred or otherwise paid out of the plan, by 
the end of the particular year. 


History: Subsecs. 146(13.3) added by 1997, c. 25, subséc: 41(4), 
applicable on the same basis as subsec. 146(13.2) 


(14) Premiums paid in taxation year — Where 
any amount has been paid in a taxation year as a pre- 
mium under a retirement savings plan that was, at 
the end of that taxation year, a registered retirement 
savings plan, the amount so paid shall be deemed, 
for the purposes of this Act, to have been paid in that 
year as a premium under a registered retirement sav- 
ings plan. 


Related Provisions: 146(1) — “Retirement savings plan”. 


(15) Plan not registered at end of year 
entered into — Notwithstanding anything in this 
section, where an amount is received in a taxation 
year as a benefit, under a registered retirement sav- 
ings plan that was not, at the end of the year in 
which the plan was entered into, a registered retire- 
ment savings plan, such part, if any, of the amount 
so received as may be prescribed shall be deemed, 
for the purposes of this Act, to have been received in 
the taxation year otherwise than as a benefit or other 
payment under a registered retirement savings plan. 


Regulations: Part I. 


(16) Transfer of funds — Notwithstanding any 
other provision in this section, a registered retire- 
ment savings plan may at any time be revised or 
amended to provide for the payment or transfer 
before the maturity of the plan, on behalf of the an- 
nuitant under the plan (in this subsection referred to 
as the “transferor”), of any property thereunder by 
the issuer thereof 


(a) to a registered pension plan for the benefit of 
the transferor or to a registered retirement savings 
plan or registered retirement income fund under 
which the transferor is the annuitant, or 


(b) to a registered retirement savings plan or reg- 
istered retirement income fund under which the 
spouse or former spouse of the transferor is the 
annuitant, where the transferor and the trans- 
feror’s spouse or former spouse are living sepa- 
rate and apart and the payment or transfer is 
made under a decree, order or judgment of a 
competent tribunal, or under a written separation 
agreement, relating to a division of property be- 
tween the transferor and the transferor’s spouse 
or former spouse in settlement of rights arising 
out of, or on the breakdown of, their marriage, 


and, where there has been such a payment or transfer 
of such property on behalf of the transferor before 
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the maturity of the plan, 


(c) the amount of the payment or transfer shall 
not, solely because of the payment or transfer, be 
included in computing the income of the trans- 
feror or the transferor’s spouse or former spouse, 


(d) no deduction may be made under subsection 
(5), (5.1) or (8.2) or section 8 or 60 in respect of 
the payment or transfer in computing the income 
of any taxpayer, and 


(€). where the payment or transfer was made to a 
registered retirement savings plan, for the pur- 
poses of subsection (8.2), the amount of the pay- 
ment or transfer shall be deemed not to be a pre- 
mium paid to that plan by the taxpayer. 


Related Provisions: 60(1) — Transfer of RRSP premium: re- 
funds; 146.3(14) — Transfer of RRIF on marriage breakdown; 
160.2(1) — Joint and. several liability in respect of amounts re- 
ceived out of or under RRSP; 204.2(1) — Excess amount for a year 
_ for RRSP; 204.2(2) — Where terminated plan deemed to continue 
to exist; 252(3), (4) — Extended meaning of “spouse” and. “former 
spouse’. 

History: Para. 146(16)(b) amended applicable after 1992, and all 
that portion of subsec. (16) following para. (b) amended applicable 
to 1991 et seq., by 1994, c. 7, Sch. VI (1993, c..24), subsecs. 82(9) 
and.(10), Those portions formerly read; 


(b) to a registered retirement savings plan or registered 
retirement income fund under which the spouse or former 
spouse of the transferor is the annuitant, where the trans- 
feror and the transferor’s spouse or former spouse are liv- 
ing separate and apart and the payment or transfer is 
made pursuant to a decree, order or judgment of a com- 
petent tribunal, or a written separation agreement, relat- 
ing to a division of property between the transferor and 
the transferor’s spouse or former spouse in settlement of 
rights arising out of their marriage or other conjugal rela- 
tionship, on or after the breakdown of the marriage or 
_ other relationship, 


and on the payment or transfer of such property before the 
maturity of the plan, 


(c) the amount so’ paid or transferred on behalf of the 
transferor shall not by reason only of that payment or 
transfer be included by virtue of subsection (8) in com- 
puting the income of the transferor or the spouse or for- 
mer ‘spouse, and 


(d) no deduction may be made under subsection (5), (5.1) 
or (8.2) or section 8 or 60, in respect of the amount so 
paid or transferred, in computing the income of any 
taxpayer. 


Pre-RSC History: That portion of subsec. 146(16) preceding para. 
(c) substituted by 1990, c. 35, subsec. 13(17), applicable with re- 
spect to 


(a) revisions or amendments made to registered retirement sav- 
ings plans after 1989, and 


(b) a payment or transfer of property made after 1989 on behalf 
of the annuitant (in this paragraph referred to as the “trans- 
feror’) under a registered retirement savings plan, other than a 
payment or transfer pursuant to a revision or amendment made 
to the plan before 1990 where the payment or transfer is to a 
registered retirement savings plan or a registered retirement in- 
come fund under which the transferor’s spouse or former 
spouse (within the meaning assigned by subsections 146(1.1) 
and 252(3) of the said Act, as enacted by subsections 13(6) and 
28(1), for the purposes of subsection 146(16) of the said Act) is 
the annuitant, 


S. 146(16) 


and para. 146(16)(a), as it applies with respect to revisions or 
amendments made to registered retirement savings plans in 1988 
and 1989, shall be read as follows: 


(a) to a registered retirement savings plan or registered retire- 
ment income fund under which 


(i) the transferor is the annuitant, or 


(ii) the spouse or former spouse of the transferor, from 
whom the transferor is living separate and apart, is the 
annuitant and the payment or transfer is made pursuant to 
a decree, order or judgment of a competent tribunal, or a 
written separation agreement, relating to a division of 
property between the transferor and the transferor’s 
spouse or former spouse in settlement of rights arising 
out of their marriage or other conjugal relationship, on or 
after the breakdown of the marriage or other relationship, 
or 


That portion of subsec. 146(16) formerly read: 


(16) Transfer of funds — Notwithstanding anything in this 
section, a registered retirement savings plan may at any time 
be revised or amended to provide for the payment or transfer, 
on behalf of the annuitant under the plan (in this subsection 
referred to as the “‘transferor”), of any property thereunder by 
the issuer thereof 


(a) to any issuer of another registered retirement savings 
plan or carrier of a registered retirement income fund 
under which 


(1) the transferor is the annuitant, or 


(i1) the spouse or former spouse of the transferor, 
from whom he is living apart, is the annuitant and the 
payment or transfer is made pursuant to a decree, or- 
der or judgment of a competent tribunal, or a written 
separation agreement, relating to a division of prop- 
erty between the transferor and his spouse or former 
spouse in settlement of rights arising out of their 
marriage, on or after the breakdown of the marriage, 
or 


(b) as a contribution to or under a registered pension 
plan, 


and upon the payment or transfer of such property before the 
year in which the transferor attains 72 years of age 


Para. 146(16)(b) amended by 1990, c. 35, s. 29, to substitute “Tegis- 
tered plan” for “fund or plan”, applicable after 1985. 


Subsec. 146(16) amended by 1986, c. 55, subsec. 56(7), to substi- 
tute, in the portion preceding para. (a), “in this subsection” for “in 
this section” and “any property thereunder” for “any funds thereun- 
der”, to substitute that portion of para. (a) preceding subpara. (i), to 
delete para. (c) (redesignating paras. (d) and (e) as (c) and (d)), and 
to substitute “transfer of such property” for “transfer of such funds” 
in that portion between paras. (b) and (c), applicable to 1986 et seg. 
That portion of para. (a) preceding subpara. (i) and para. (c) for- 
merly read: 


(a) to any issuer under another registered retirement savings 
plan under which 


(c) after the earliest of the times described in subparagraph 
(2)(b)(iii), to a carrier (within the meaning of paragraph 
146.3(1)(b)) of a registered retirement income fund under 
which he is the annuitant (within the meaning of paragraph 
146.3(1)(a)), 


Those portions of subsec. 146(16) preceding para. (b) and following 
para. (c) substituted by 1980-81-82-83, c. 140, subsecs. 98(9) and 
(10) respectively, applicable to the 1982 and subsequent taxation 
years, The substituted portions formerly read: 


(16) Notwithstanding anything in this section, a registered re- 


1331 


S. 146(16) 


tirement savings plan may at any time be revised or amended 
to provide for the payment or transfer, on behalf of the annui- 
tant under the plan, of any funds thereunder by the person 
described in paragraph (1)(j) with whom the annuitant has a 
contract or arrangement 


(a) to any such person under another registered retire- 
ment savings plan under which he is the annuitant, 


and upon the payment or transfer, of such funds before the 
year in which he attains 72 years of age 


(d) the amount so paid or transferred on behalf of the an- 
nuitant shall not by reason only of such payment or trans- 
fer be included by virtue of subsection (8) in computing 
his income, and 


(e) no deduction may be made under subsection (5) or 
(8.2) or section 8 or 60, in respect of the amount so paid 
or transferred, in computing the income of the taxpayer 
for a taxation year. 


All that portion of subsec. 146(16) following para. (b). and preced- 
ing para. (d) substituted by 1979, c. 5, subsec. 46(13), applicable, in 
respect of para. 146(16)(c), after June 29, 1978, and; in respect of 
the remainder of that portion to 1979 et seg. The material substi- 
tuted formerly read: 


(c) where the annuitant has attained 60 years of age, to a 
carrier (within the meaning of paragraph 146.3(1)(b)) of 
a registered retirement income fund under which he is the 
annuitant (within the meaning of paragraph 146.3(1)(a)), 


and upon the payment or transfer of such funds 


Subsec. 146(16) substituted by 1977-78, c. 32, subsec. 34(16). Sub- 
sec. 146(16) formerly read: 


(16) Notwithstanding anything in this section, a registered re- 
tirement savings plan may at any time be revised or amended 
to provide for the payment or transfer, on behalf of the annui- 
tant under the plan, of any funds thereunder by the person 
described in paragraph (1)(j) with whom the annuitant has a 
contract or arrangement 


(a) to another such person under a registered retirement 
savings plan, or 


(b) as a contribution to or under a registered pension fund 
or plan, 


and upon the payment or transfer of such funds 


(c) the amount so paid or transferred on behalf of the an- 
nuitant shall not by reason only of such payment or trans- 
fer be included by virtue of subsection (8) in computing 
his income, and 


(d) no deduction may be made under subsection (5) or 
(8.2) or section 8 or 60, in respect of the amount so paid . 
or transferred, in computing the income of the taxpayer 
for a taxation year. 


Subsec. 146(16) substituted by 1976-77, c. 4, subsec. 56(7), applica- 
ble to 1976 et seg. Subsec. 146(16) formerly read: 


(16) Notwithstanding anything in this section, a registered re- 
tirement savings plan may at any time be revised or amended 
with the approval of the Minister to provide for the payment 
or transfer, on behalf of the annuitant under the plan, of any 
funds thereunder by the person described in paragraph (1)(j) 
with whom the annuitant has a contract or arrangement 


(a) to another such person under a registered retirement 
savings plan, or 


(b) as a contribution to or under a registered pension fund 
or plan, 


and upon the payment or transfer of such funds 


(c) the amount so paid or transferred on behalf of the an- 
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nuitant shall not by reason only of such payment or trans- 
fer be included in computing his income, and 


(d) no deduction may be made under subsection (5) or 
section 60 in respect of the amount so paid or transferred 
in computing the income of the taxpayer for a taxation 
year. 


Regulations: 214(5), (6) (information return). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs; IT-528: 
Transfers of funds between registered plans. 


Information Circulars: 72-22R9: Registered retirement savings 
plans; 74-1R5: Form T2037, Notice of purchase of annuity with 
“plan” funds; 79-8R3: Forms to use to directly transfer funds to or 
between plans, or to purchase an annuity. 


Advance Tax Rulings: ATR-31: Funding of divorce settlement 
amount from DPSP. 


Forms: 12033: Direct transfer under para. 146(16)(a) or 
146.3(2)(e); T2220: Transfer between retirement savings plans or 
retirement income funds on marriage breakdown. 


(17) [Repealed under former Act] 


Pre-RSC History: Subsec. 146(17) repealed by 1990, c. 35, sub- 
sec. 13(18), applicable with respect to RRSP premiums paid after 
1990; and with respect to RRSP premiums paid before 1991 subsec. 
146(17) shall be read as follows: 


(17) For the purposes of this section, where before a particu- 
lar time a taxpayer has received a payment described in para- 
graph (2)(c.1) (as it read in 1990), the amounts paid by the 
taxpayer to registered retirement savings plans under which 
the taxpayer or the taxpayer’s spouse is the annuitant in the 
year in respect of which that payment is made to the taxpayer 
are deemed to be the amounts so paid by the taxpayer to such 
plans in that year less the aggregate of all such payments re- 
ceived by the taxpayer in respect of that year before the par- 
ticular time. 


Subsec. 146(17) formerly read: 


(17) Interpretation — For the purposes of this section, where 
before a particular time a taxpayer has received a payment 
described in paragraph (2)(c.1), the amounts paid by him to 
registered retirement savings plans under which he or his 
spouse is the annuitant in the year in respect of which that 
payment is made to him are deemed to be the amounts so 
paid by him to such plans in that year less the aggregate of all 
such payments received by him in respect of that year before 
the particular time. 


Subsec. 146(17) amended by 1986, c. 55, subsec. 56(7), applicable 
to 1986 et seq. to substitute “paragraph (2)(c.1)” for “clause 
(2)(a)(i)(B)”. 
Subsec. 146(17) added by 1976-77, c. 4, subsec. 56(8), applicable to 
1976 et seq. 


(18) [Repealed under former Act] 


Pre-RSC History: Subsec. 146(18) repealed by 1986, c. 55, sub- 
sec. 56(7), applicable to 1986 et seq. Subsec. 146(18) formerly read: 
(18) Where plan matures before annuitant attains age of 
60 — Where a registered retirement savings plan that was en- 
tered into 
(a) before April 10, 1978 which provides that the plan 
may, in accordance with the terms and conditions thereof 
on that day, mature at a time after the annuitant thereun- 
der attains 60 years of age, or 
(b) after April 10, 1978 
matures 


(c) after the day on which this section comes into force, 
and 
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(d) before the earliest of the times described in subpara- 
graph (2)(b)(iii) 
the plan shall, immediately before its maturity, be deemed to 
have become an amended plan that does not comply with the 
requirements of this section for its acceptance by the Minister 
for registration for the purposes of this Act. 


Para. 146(18)(d) substituted by 1979, c. 5, subsec. 46(14), applica- 
ble after June 29, 1978. Para. 146(18)(d) formerly read: 


(d) before the annuitant thereunder attains 60 years of age; 
Subsec. 146(18) added by 1977-78, c. 32, subsec. 34(17). 


(19) [Repealed under former Act] 


_ Pre-RSC History: Subsec..146(19) repealed by 1986, c. 55, sub- 
sec. 56(7), applicable to 1986 et seg. Subsec. 146(19) formerly read: 


(19) Transitional — Where, after April 10, 1978 and before 
the day that is 60 days after the day on which this subsection 
comes into force; 


(a) an individual attains 71 years of age, and 


(b) a registered retirement savings plan under which he is 
the annuitant is revised or amended in a manner such that 
an amount would otherwise be required by paragraph 
(12)(b) to be included in computing his income for a tax- 
ation year, 


the following rules apply: 


(c) the plan shall be deemed not to have been so revised 
or amended during that period; 


(d) the plan shall be deemed to be so revised or amended 
on the day that is 121 days after the day on which this 
section comes into force; 


(€) in computing the individual’s income for the taxation 
year in which he is required by subsection (8).to include 
in his income an amount received by him out of or under 
a plan referred to in paragraph (b), there may be deducted 
such portion of any amount received by him in the year 
out of or under the plan as may reasonably be regarded as 
having been 


(i) used by him to provide for himself a retirement 
income, or 


(ii) paid by him into a registered retirement income 
fund under which he is the annuitant (within the 
meaning of paragraph 146.3(1)(a)) 
within 120 days after the day on which this subsection comes 
into force; 


(f).for the purposes of paragraph 146.3(2)(f), an amount 
paid by the individual into a registered retirement income 
fund under which he is the annuitant (within the meaning 
of paragraph 146.3(1)(a)) shall be deemed to be property 
transferred from a registered retirement savings plan, 
under which he is the annuitant, to the extent that the 
amount so paid is deductible by him under paragraph (e) 
in computing his income; and 

(g) where an amount referred to in paragraph (e) has been 
used by the individual to acquire for himself an annuity 
described in paragraph (1)(i.1), to the extent that the 
amount so used is deductible by him under paragraph (e) 
in computing his income, any payments made under the 
annuity shall be deemed to be payments made under a 
registered retirement savings plan. 


Subsec. 146(19) added by 1977-78, c. 32, subsec. 34(17). 
(20) Credited or added amount deemed not 
received — Where 


(a) an amount is credited or added to a deposit 
with a depositary referred to in subparagraph 


S. 146(21)(b) 


(b)(@ii) of the definition “retirement savings plan” 
in subsection (1) as interest or income in respect 
of the deposit, 


(b) the deposit is a registered retirement savings 
plan at the time the amount is credited or added 
to the deposit, and US. 2 


(c) during the calendar year in which the amount 
is credited or added or during the preceding cal- 
endar year, the annuitant under the plan was 
alive, 1 


the amount shall be deemed not to be received by the 
annuitant or any other person solely because of the 
crediting or adding. } 

Related Provisions: 81(1)(r)— No income inclusion. where 


amount credited or added to foreign retirement arrangement: 
146(8) — Tax on withdrawals from plan. 


History: Subsec. 146(20) substituted by 1994, c. 21, subsec. 69(9), 
applicable to deaths occurring after 1992. That subsec. formerly 
read: : 


(20) Where amount credited or added deemed not re- 
ceived — Where an amount is credited or added to a deposit 
with a depositary referred to in subparagraph (b)(iii) of the 
definition “retirement savings plan” in subsection (1) as inter- 
est or income in respect of the deposit, and where 


(a) the deposit is a registered retirement savings plan at 
the time the amount is credited or added to the deposit, 
and 


(b) the annuitant under the plan is alive during the year in 
which the amount is credited or added, 


the amount shall be deemed not to be received by the annui- 
tant by reason only of the crediting or adding. 


Pre-RSC History: Subsec. 146(20) added by 1980-81-82-83, c. 
40, subsec. 96(4), in force December 1, 1980. 


Selected Cases [subsec. 146(20)]: Foreman (P.M.) v. MNR, 
[1992] 2 C.T.C. 2621 (TCC) (No artificiality where taxpayer repaid 
loan from RRSP with proceeds of bank loan in December, then bor- 
rowed from RRSP. in January to repay bank). 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 72-22R9: Registered retirement savings 
plans. 


(21) Prescribed provincial pension plans — 
Where an amount (other than an amount that is part 
of a series of periodic payments) is transferred on 
behalf of a particular individual directly from a pro- 
vincial pension plan prescribed for the purpose’ of 
paragraph 60(v) 

(a) to a registered retirement savings plan or a 

registered retirement income fund under which 

the particular individual is the annuitant, 


(b) to a registered retirement savings plan or reg- 
istered retirement income fund under which the 
spouse or former spouse of the particular individ- 
ual is the annuitant, where the particular individ- 
ual and the spouse or former spouse are living 
separate and apart and the transfer is made under 
a decree, order or judgment of a competent tribu- 
nal, or under a written separation agreement, re- 
lating to a division of property between the par- 
ticular individual and the spouse or) former 
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spouse in settlement of rights arising out of, or on 
the breakdown of, their marriage, 


(c) to acquire, from a person licensed or other- 
wise authorized under the laws of Canada or a 
province to carry on in Canada an annuities busi- 
ness, an annuity that would be described in sub- 
paragraph 60(1)(ii) if the particular individual 
were the taxpayer referred to therein and if that 
subparagraph were read without reference to 
clause (B) thereof, or 


(d) to acquire, from a person licensed or other- 
wise authorized under the laws of Canada or a 
province to carry on in Canada an annuities busi- 
ness, an annuity that would be described in sub- 
paragraph 60(1)(ii) if the particular individual’s 
spouse or former spouse were the taxpayer re- 
ferred to therein and if that subparagraph were 
read without reference to clause (B) thereof, 
where the particular individual and the spouse or 
former spouse are living separate and apart and 
the transfer is made under a decree, order or judg- 
ment of a competent tribunal, or under a written 
separation agreement, relating to a division of 
property between the individual and the spouse or 
former spouse in settlement of rights arising out 
of, or on the breakdown of, their marriage, 


except where the amount arose as a consequence of 
the death of an individual (other than the particular 
individual or a spouse or former spouse of the partic- 
ular individual), 


(e) the amount shall not, solely because of that 
transfer, be included because of subparagraph 
56(1)(a)(@) in computing the income of a tax- 
payer, and 


(f) no deduction may be made under ‘any provi- 
sion of this Act in respect of the transfer in com- 
puting the income of a taxpayer. 
Related Provisions: 56(1)(d.2) — Income inclusion; 70(3.1)— 
Rights or things; 146.3(2)(f)(vii) — Conditions for RRIF — transfer 
of funds under 146(21); 148(1)(e) — Amounts included in comput- 
ing policyholder’s income; 204.2(1.2)I(a)(iii) — Transfer under 
146(21) excluded from cumulative excess RRSP amount; 
212(1)(h)(iii.1)(A), 212(1)(h)(iv.1) — Transfers under 146(21) ex- 
cluded from withholding tax on pension benefits. 
History: Subsec. 146(21) added by 1994, c. 21, subsec. 69(10), ap- 
plicable to transfers occurring after 1991, except that 
(a) where a taxpayer elects under subsec. 26(10) of 1994, c. 21 
[i.e. with respect to subpara. 60(1)(v)], subsec. 146(21) does not 
apply in respect of transfers made on behalf of the taxpayer in 
1992; and 
(b) with respect to transfers made in 1992, 
(i) the word “spouse”, wherever it appears in subsec. 
146(21), shall have the meaning assigned by subsec. 
146(1.1) as it read in its application to that year, and 
(ii) the word “marriage” in paras. 146(21)(b) and (d), shall 
be read as “marriage or other conjugal relationship”. 
Regulations: 7800(1) (prescribed provincial pension plan is the 
Saskatchewan Pension Plan). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Income Tax.Act, Part I 


Definitions [s. 146]: “amount” — 248(1); “annuitant” — 146(1); 
“annuity” — 248(1); “arm’s length” — 251(1); “assessment” — 
248(1); “benefit” 146(1); “business” — 248(1); “Canada” — 
255; “carrying on business” — 253; “child” — 252(1); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “credit union” — 137(6), 
248(1); “death benefit” — 248(1); “deferred profit sharing plan” — 
147(1), 248(1); “depositary” — 146(1)“retirement savings 
plan”(b)(iii); “earned income” — 146(1); “employer”, “employ- 
ment” — 248(1): “estate” — 104(1), 248(1); “farm loss” — 111(8), 
248(1); “farming” — 248(1); “former spouse” — 252(3), (4); “indi- 
vidual” — 248(1); “interest in a family farm partnership” — 70(10); 
“issuer” — 146(1); “life insurance policy” — 138(12), 248(1); 
“listed” — 87(10); “listed personal property’ — 54, 248(1); “mar- 
riage” — 252(4)(b); “maturity” — 146(1); “Minister” — 248(1); 
“money purchase limit” — 147.1(1), 248(1); “net past service pen- 
sion adjustment”, “non-qualified investment” — 146(1); “office” — 
248(1); “PSPA withdrawals” — Reg. 8307(5); “parent” — 252(2); 
“past service pension adjustment” — 248(1), Reg. 8303; “pension 
adjustment” — 248(1), Reg. 8301(1); “person” — 248(1); “pre- 
mium” — 146(1); “prescribed”, “property” — 248(1); “qualified in- 
vestment” — 146(1); “RRSP deduction limit”, “RRSP dollar 
limit” — 146(1), 248(1); “received” — 146(20); “refund of premi- 
ums” — 146(1); “registered pension plan” — 248(1); “registered re- 
tirement income fund” — 146.3(1), 248(1); “registered retirement 
savings plan” — 146(1), 248(1); “regulation” — 248(1); “resi- 
dent” — 250; “retirement income” — 146(1); “retirement savings 
plan” — 146(1), 248(1); “retiring allowance”, “salary or wages”, 
“separation agreement”, “share” — 248(1); “spousal plan” — 
146(1); “spouse” — 252(3), (4)(a); “superannuation or pension ben- 
efit” —248(1); “tax-paid amount” — 146(1); “tax payable” — 
248(2); “taxable capital gain” — 38, 248(1); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “taxpayer” — 248(1); “testa- 
mentary trust” — 108(1), 248(1); “trust”? — 104(1), 248(1), (3); 
“unused RRSP deduction room” — 146(1), 248(1); “writing” — In- 
terpretation Act 35(1). 


Home Buyers’ Plan 


146.01 (1) Definitions — In this section, 


“annuitant” has the meaning assigned by subsection 
146(1); 


“benefit” has the meaning assigned by subsection 
146(1); 


“completion date’, in respect of an amount received 
by an individual, is 
(a) where the amount was received before March 
2, 1993, October 1, 1993, 


(b) where the amount was received after March 1, 
1993 and before March 2, 1994, October 1, 1994, 
and 


(c) in any other case, October 1 of the calendar 
year following the calendar year in which the 
amount was received; 
History: Paras. (b) and (c) substituted for para. (b) in the definition 
“completion date” in subsec. 146.01(1) by 1995, c. 3, subsec. 44(1), 
applicable to 1994 et seg. Para. (b) formerly read: 
(b) in any other case, October 1, 1994; 


The definition “completion date” added to subsec. 146.01(1) by 
1994, c. 8, subsec. 19(3), applicable to. 1992 et seq. 


“eligible amount” in respect of an individual means 
an amount received at a particular time by the indi- 
vidual as a benefit out of or under a registered retire- 
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ment savings plan where 


(a) the amount is received after February 25, 
1992 pursuant to the written request of the indi- 
vidual in prescribed form in which the individual 
sets out the location of a qualifying home that the 
individual has begun, or intends not later than 
one year after its acquisition by the individual to 
begin, using as a principal place of residence, 


(b) the individual is resident in Canada at the par- 
ticular time and entered into an agreement in 
writing before the particular time for the acquisi- 
tion of the qualifying home or with respect to its 
construction, 


(c). the individual acquires the qualifying home 
(or replacement property for the qualifying home) 
after February 25, 1992 and before the comple- 
tion date in respect of the amount, 


-(d) neither the individual nor the individual’s 
Spouse acquired the qualifying home more than 
30 days before the particular time, 


(d.1) if the particular time is after March 1, 1994, 


(i) the individual did not have an owner-occu- 
pied home in the period that began at the be- 
ginning of the fourth preceding calendar year 
that ended before the particular time and en- 
ded on the 31st day before the particular time, 
and 


(ii) the individual’s spouse did not have an 
owner-occupied home in the period vehened to 
in subparagraph (i) 


(A) that is inhabited by the individual dur- 


ing the spouse’s marriage to the individual, 


Or 


(B) that is a share of the capital stock of a 


cooperative housing corporation that re- 
lates to a housing unit that is inhabited by 
the individual during the sponse S mar- 
riage to the individual, i 


(e) unless the individual acquired the qualifying 
home before the particular time, the individual is 
resident in Canada throughout the period begin- 
ning immediately after the particular time and 
ending at the earliest of any time at which the in- 
dividual acquired the qualifying home or any re- 
placement property for the qualifying home, 


(f) the total of the amount. and all eligible 


amounts received by the individual at or before 
the particular time does not exceed $20,000, 


(g) if the particular time is after March 1, 1993 
and before March 2, 1994, neither the individual, 
nor another individual who was, at any time after 
February 25, 1992 and before the particular time, 
a spouse of the individual, received an’ eligible 
amount before March 2, 1993, 


(h) if the particular time is after March 1, 1994 
and before 1995, the individual did not receive an 


S. 146.01(1) exc 


eligible amount before March 2, 1994; and 


(i) if the particular time is after 1994, the individ- 
‘ual did not receive ‘an eligible amount before the 
calendar year that includes‘the particular time; 


Related Provisions: 146(5)(a)(iv.1),. 146(5.1)(a)(iv) — Amount 
withdrawn within 90;days under Home Buyers’ Plan ineligible for 
RRSP contribution; 146.01(2) — Interpretation; 146.01(9) — In- 
come inclusion. 


History: Para. (a) of the definition “eligible amount” in‘ subsec. 
146.01(1) amended and (d.1) added by 1995, c. 3, subsecs. 44(2) 
and (3), applicable to 1994 et seq. Para. (a) formerly read: 


(a) the amount is received after February 25, 1992 and before 
March 2, 1994 pursuant to the written request of the individ- 
ual in prescribed form in which the individual sets’ out the 
location. of a qualifying, home that the. individual has begun, 
or intends not later than, one year, after its acquisition by. the 
individual to begin, using as a principal place of residence, 


Paras. (8) to (i) substituted for para. (g). in the definition “eligible 


amount” in subsec. 146.01(1) by 1995, c. 3, subsec. 44(4): para. (g) 
applicable to 1992 et seq., and paras. (h) and (i) applicable to 1994 
et seq. Para. (g) formerly read: 


(g) if the particular time is after March 1, 1993, neither the 
individual, nor another individual who was, at any time after 

_February.25, 1992.and before the.particulartime},.a spouse of 
the individual, received an eligible-amount before March De 
1993; 


The definition of “eligible amount” in subsec. 146. 01(1) amended 
by 1994, c. 8, subsec. 19(1), ee to 1992 et seq. The defini- 
tion formerly read: 


“eligible: amount” in respéct of an individual means an 
amount jreceived at) aparticular time by the individual as a 
benefit out of or under a igeiataied in retirement Savings; plan 
where. 


(a) the amount is, received Fe February 25, 1992;and 
before March 2, 1993 pursuant: to the written request of 
the individual in prescribed form in which the individual 
sets out the location of a qualifying home that the indi- 
vidual has, begun, orintends not later;than-one year after 
its acquisition by the individual to begin, using as a prin- 
cipal place of residence, 


(b) the individual is resident in Canada at the particular 
time and entered into an agreement in writing before the 
particular time for the acquisition of the qualifying home 
or with respect to its construction, 


(c) the individual ‘acquires’ the’ ‘qualifying home (or re- 
placement property for the qualifying home) after Febru- 
ary 25, 1992 and before October 1, 1993, 


(d) neither the individual.nor the individual’s spouse ac- 
quired the qualifying home more than 30 days before the 
particular time, 


(e) unless the individual acquired the qualifying home 
before the particular time, the individual is resident in 
Canada throughout the period beginning immediately af- 
ter the particular time and ending at the earliest of any 
time at which the individual acquired the qualifying 
home or any replacement property for the qualifying 
home, and 


(f) the total of the amount and all eligible amounts re- 
ceived by: the individual ;at or before-the particular time 
does not exceed $20,000; 


Forms: T1036: Applying to withdraw an amount under the Home 
buyers’ plan. 


“excluded premium” in respect of an’ individual 
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means a premium under a registered retirement sav- 
ings plan where the premium 


(a) was designated by the individual for the pur- 
poses of paragraph 60(j), (j.1), G.2) or @), 


(b) was an amount transferred directly from a 
registered retirement savings plan, registered pen- 
sion plan, registered retirement income fund, de- 
ferred profit sharing plan or a provincial pension 
plan prescribed for the purpose of paragraph 
60(v), 


(c) was deductible under subsection 146(6.1) in 
computing the individual’s income for any taxa- 
tion year, or 


(d) was deducted in computing the individual’s 
income for the 1991 taxation year; 
History: Para. (b) of “excluded premium” in subsec. 146.01(1) 


substituted by 1994, c. 21, s. 70, applicable to 1992 et seq. That 
para. formerly read: 


(b) was an amount transferred directly from a registered re- 
tirement savings plan, registered pension plan, registered re- 
tirement income fund or deferred profit sharing plan, 


“excluded withdrawal” in respect of an individual 
means 


(a) an eligible amount received by the individual, 
or 


(b) an amount (other than an eligible amount) that 
would, if the definition “eligible amount” were 
read without reference to paragraphs (c) and (e) 
thereof, be an eligible amount received by the in- 
dividual out of or under a registered retirement 
savings plan in respect of which a person is the 
issuer, where either 


(i) the individual 


(A) died before the end of the calendar 
year that includes the completion date in 
respect of the amount, and 


(B) was resident in Canada throughout the 
period beginning immediately after the 
amount was received and ending at the 
time of the death, or 


(ii) the amount is repaid before the end of the 
calendar year described in clause (i)(A) to a 
registered retirement savings plan in respect 
of which the person is the issuer (or, where 
the individual was not resident in Canada at 
the time the individual filed a return of in- 
come under this Part for the taxation year in 
which the amount was received by the indi- 
vidual, before the earlier of the end of the cal- 
endar year described in clause (i)(A) and the 
time at which the individual filed that return) 
and the issuer is notified of the repayment in 
prescribed form submitted to the issuer at the 
time the repayment is made, 


except that where an amount would, but for sub- 
clause (2)(c)(ii)(A)(II), be an eligible amount, sub- 
paragraph (b)(ii) applies in respect of the amount as 


Income Tax Act, Part I 


if the first reference therein to “described in clause 
(i)(A)” were read as “following the calendar year de- 
scribed in clause (i)(A)”; 

Related Provisions: 146(1) — Definition of “premium” excludes 
repayment described in (b)(ii); 146(8) — Home Buyers’ Plan with- 
drawal not to be included in income; 146.01(2)(c) — Special rules. 
History: That portion of the definition of “excluded withdrawal” in 


subsec. 146.01(1) following para. (a) amended by 1994, c. 8, sub- 
sec. 19(2), applicable to 1992 et seg. That portion formerly read: 


(b) an amount (other than an eligible amount) that would, 
if the definition “eligible amount” were read without ref- 
erence to paragraphs (c) and (e) of that definition, be an 
eligible amount received by the individual out of or under 
a registered retirement savings plan in respect of which a 
person is the issuer, where either 


(i) the individual died before 1994 and was resident 
in Canada throughout the period beginning immedi- 
ately after the amount was received and ending at the 
time of the death, or 


(ii) the amount is repaid before 1994 to a registered 
retirement savings plan in respect of which the per- 
son is the issuer (or, where the individual was not 
resident in Canada at the time the individual filed a 
return of income under this Part for the taxation year 
in which the amount was received by the individual, 
before the earlier of January 1, 1994 and the time the 
individual filed that return) and the issuer. is notified 
of the repayment in prescribed form submitted to the 
issuer at the time the repayment is made, 
except that, where an amount would, but for subclause 
(2)(c)(Gi)(A)(II), be an eligible amount, subparagraph (b)(ii) 
applies in respect of the amount as if the first reference 
therein to “1994” were “1995”; 
Regulations: 104(3) — No tax withheld at source on excluded 
withdrawal. 


Forms: T1037: Designating your RRSP contributions as your 1995 
repayment under the Home buyers’ plan. 


‘“Gssuer” has the meaning assigned by subsection 
146(1); 


“premium” has the meaning assigned by subsection 
146(1); 


“qualifying home” means 
(a) a housing unit located in Canada, or 


(b) a share of the capital stock of a cooperative 
housing corporation, the holder of which is enti- 
tled to possession of a housing unit located in 
Canada, 


except that, where the context so requires, a refer- 
ence to a qualifying home that is a share described in 
paragraph (b) means the housing unit to which the 
share described in that paragraph relates; 


“quarter” means any of the following periods in a 
calendar year: 
(a) the period beginning on January 1 and ending 
on March 31, 
(b) the period beginning on April 1 and ending on 
June 30, 
(c) the period beginning on July 1 and ending on 
September 30, and 
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(d) the period beginning on October 1 and ie 
-.on December 31; 


“replacement property” for a particular aitalifying 
home in respect of an individual means another qual- 
ifying home where 


(a) the individual 
(i) agreed to acquire, or 
(ii) began the construction of 


the other qualifying home at a particular time that 
is after the latest time that the individual re- 
quested a withdrawal in respect of the particular 
qualifying home under paragraph (a) of the defi- 
nition “eligible amount”, 


(b) the individual intended, at the particular time, 
that: the other qualifying home be used by the in- 
dividual as a principal place of residence not later 
than one year after its acquisition, and 


(c) neither the individual nor the individual’s 
spouse had acquired the other qualifying home 
before the particular time. 


“spouse” — [Repealed] 


History: Definition of “spouse”. in subsec. 146. 01(1), added. by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 83(2), applicable to 1992 
taxation year only. The definition read: 


“spouse” has the meaning assigned by subsection 146(1. 1). 


(2) Special rules — For the ‘purposes of this 
section, 


(a) an individual shall be Soest to have ac- 
quired a qualifying home if the individual ac- 
quired it jointly with one or more other persons; 
(a.1) an individual shall be considered to have an 
Owner-occupied home: at:any time where, at that 
time, the individual owns, whether jointly with 
another person or otherwise, a housing unit or a 
share of the capital stock of a cooperative hous- 
ing corporation. and 


(i) the housing unit is jutrabited by the individ- 
ual as the individual’s principal place of resi- 
dence at that time, or» 


(ii) the share was acquired for the purpose of 
acquiring a right to possess a housing unit 
owned by the corporation and that unit is in- 
habited by the individual as the individual’s 
principal place of residence at that time; 


(b) where an individual agreés to acquire a con- 

dominium unit, the individual shall be deemed to 

have acquired it on the day the individual is enti- 

tled to immediate vacant possession of it; 

(c) where 
(i) neither a qualifying home in respect of 
which an individual withdrew an amount de- 
scribed in paragraph (a) of the definition “eli- 
gible amount” in subsection (1) nor a replace- 
ment property for, the.qualifying home has 
been acquired by. the individual before the 
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completion date in respect of the amount, and 
(ii) either:: +>» 
(A) the individual” 


ha is obliged under the terms of a writ- 
ten agreement in effect on that comple- 
tion date to acquire the qualifying home 
(or a replacement property for the qual- 
ifying home) on or after that date, 


(ID) acquires the qualifying home.or a 
replacement property for the qualifying 
home before the day that is one year af- 
ter that completion date, and 


(ID is resident in Canada throughout 
the period beginning on that comple- 
tion date and ending’on the earlier of 
October 1 in the first calendar year be- 
ginning ‘after that date and the earliest 

. of any day on which the individual ac- 

_ ‘quires the qualifying home or a replace- 
“ment property for the qualifying home, 
(9) gang 


(B) the individual made payments 


(I) to persons with whom the individual 
was dealing at arm’s length, 


(II) in respect of the construction of the 
qualifying home or a replacement prop- 
erty for the qualifying home, and 
(III) in the period beginning at the time 
the individual first withdrew’ an amount 
» described in: paragraph (a). of ‘that defi- 
nition in respect of the qualifying home 
and ending before that completion date, 
and the total of all payments so made was 
notless than the total of all amounts. de- 
scribed in that. paragraph in respect. of the 
qualifying home that were withdrawn by 
the individual, 


except for the purpose of this ‘paragraph; ‘the indi- 
vidual shall be deemed to have acquired the’ qual- 
ifying home before that si anes date; 


(d) where 


(i) an individual or a spouse of the individual 
receives. an eligible amount before March 2, 
1993, 


(ii) at’a particular time after March 1, 1993 
and before April 1993 (or at such later time in 
1993 as is acceptable to the Minister), the in- 
dividual receives another amount. that would, 
if the definition “eligible amount” in subsec- 
tion (1) were read without reference to para- 
graph (g) thereof, be an eligible amount, and 
(iii) the request described in paragraph (a) of 
the definition “eligible amount” in subsection 
(1). pursuant to which the other amount was 
received was made before March 2,:1993 or at 
such later time as is acceptable to the 
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Minister, 


except for the purposes of paragraphs (a) to (f) of 
the definition “eligible amount” in subsection (1) 
and the purposes of this paragraph, the other 
amount shall be deemed to have been received by 
the individual on March 1, 1993 and not at the 
particular time and any premium paid by the indi- 
vidual or the individual’s spouse after March 1, 
1993 and before the particular time under a regis- 
tered retirement savings plan shall be deemed to 
have been paid on March 1, 1993; 


(e) where 


(i) at a particular time after March 1, 1994 and 
before April 1994 (or at such later time in 
1994 as is acceptable to the Minister), an indi- 
vidual receives an amount that would, if para- 
graph (g) of the definition “eligible amount” 
in subsection (1) were read without reference 
to the words “and before March 2, 1994” and 
that definition were read without reference to 
paragraphs (d.1) and (h) thereof, be an eligible 
amount, 


(ii) the request described in paragraph (a) of 
the definition “eligible amount” in subsection 
(1) pursuant to which the amount was fe- 
ceived was made before March 2, 1994 or, 
where the individual received an eligible 
amount before March 2, 1994, at such later 
time as is acceptable to the Minister, and 


(iii) the individual does not elect by notifying 
the Minister in writing before the end of 1995 
that this paragraph not apply 


except for the purposes of this paragraph and 
paragraphs (a) to (f) of the definition “eligible 
amount” in subsection (1), that amount shall be 
deemed to have been received by the individual 
on March 1, 1994 and not at the particular time 
and any premium paid under a registered retire- 
ment savings plan by the individual or the indi- 
vidual’s spouse after March 1, 1994 and before 
the particular time shall be deemed to have been 
paid on March 1, 1994; and 


(f) where 


(i) an individual receives an eligible amount 
in a particular calendar year, 


(ii) at a particular time in January of the fol- 
lowing calendar year (or at such later time in 
that following year as is acceptable to the 
Minister), an individual receives another 
amount that would, if the definition “eligible 
amount” in subsection (1) were read without 
reference to paragraph (i) thereof, be an eligi- 
ble amount, and 


(iii) the request described in paragraph (a) of 
the definition “eligible amount” in subsection 
(1) pursuant to which the other amount was 
received was made before the end of the par- 


Income Tax Act, Part I 


ticular calendar year 


except for the purposes of this paragraph and 
paragraphs (a) to (h) of the definition “eligible 
amount” in subsection (1), the other amount shall 
be deemed to have been received by the individ- 
ual at the end of the particular calendar year and 
not at the particular time. 


Related Provisions: 146(5)(a)(iv.1), 146(5.1)(a)Gv) — Amount 
withdrawn within 90 days under Home Buyers’ Plan ineligible for 
RRSP contribution. 


History: Para. 146.01(2)(a.1) added by 1995, c. 3, subsec. 44(5), 
applicable to 1994 et seq. 


Subparas. 146.01(2)(d)(ii) and (iii) amended by 1995, c. 3, subsec. 
44(6), applicable to 1992 et seq. Subparas. (ii) and (iii) formerly 
read: 


(ii) at a particular time after March 1, 1993 and before April 
1993 the individual receives another amount that would, if 
the reference to “March 1, 1993” in paragraph (g) of the defi- 
nition “eligible amount” in subsection (1) were read as 
“March 1993”, be an eligible amount, and 


(iii) the request described in paragraph (a) of the definition 
“eligible amount” in subsection (1) pursuant to which the 
other amount was received was made before March 2, 1993, 


Paras. 146.01(2)(e) and (f) substituted for para. (e) by 1995, c. 3, 
subsec. 44(7); para. (e) applicable to 1992 et seq., and para. (f) ap- 
plicable to 1995 et seq. Para. (e) formerly read: 


(e) where 


(i) at a particular time after March 1, 1994 and before 
April 1994, an individual receives an amount that would, 
if the reference to “March 2, 1994” in paragraph (a) of 
the definition “eligible amount” in. subsection (1) were 
read as “April 1994”, be an eligible amount, and 


(ii) the request described in paragraph (a) of the defini- 
tion “eligible amount” in subsection (1) pursuant .to 
which the amount was received was made before March 
2, 1994, 


except for the purposes of paragraphs (b) to (g) of the defini- 
tion “eligible amount” in subsection (1) and the purposes. of 
this paragraph, that amount shall be deemed to have been re- 
ceived by the individual on March 1, 1994 and not at the par- 
ticular time and any premium paid by the individual or the 
individual’s spouse after March 1, 1994 and before the partic- 
ular time under a registered retirement savings plan shall be 
deemed to have been paid on March 1, 1994. 


Para. 146.01(2)(c) amended, paras. (d) and (e) added, by 1994, c. 8, 
subsec. 19(4), applicable to 1992 et seq. Para. (c) formerly read: 


(c) where 


(i) neither a qualifying home in respect of which an indi- 
vidual withdrew an amount described in paragraph (a) of 
the definition “eligible amount” in subsection (1) nor a 
replacement property for the qualifying home has been 
acquired by the individual before October 1, 1993, and 


(ii) either 
(A) the individual 

(I) is obliged under the terms of a written agree- 
ment in effect on October 1, 1993 to acquire the 
qualifying home (or a replacement property for 
the qualifying home) on or after that day, 

(II) acquires the qualifying home or a replace- 
ment property for the qualifying home before 
October 1, 1994, and 


(II]) is resident in Canada throughout the period 
beginning on October 1, 1993 and ending on the 
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earlier of October 1, 1994 and the earliest of any 
day on which the individual acquires the qualify- 
ing home or a replacement property for the qual- 
ifying home, or 

(B) the individual made payments 
(1) to persons with whom the individual was 
dealing at arm’s length, 


(II) in respect of the construction of the qualify- 
ing home or a replacement property for the qual- 
ifying home, and 


(III) in the period beginning at the time the indi- 
vidual first withdrew an amount described in 
paragraph (a) of that definition in respect of the 
qualifying home and ending before October 1, 
1993, 


and the total of all payments so made was not less 
than the total of all amounts described in that para- 
graph in respect of the qualifying home that were 
withdrawn by the individual, 


except for the purposes of this paragraph, the individual shall 
be deemed to have acquired the qualifying home on Septem- 
ber 30, 1993. 


(3) Repayment of eligible amount — An indi- 
vidual may designate a single amount for a taxation 
year in prescribed form filed with the individual’s re- 
turn of income required to be filed for the year or, if 
_a return of income for the year is not required to be 
filed, filed with the Minister on or before the individ- 
ual’s filing-due date for the year, where the amount 
does not exceed the lesser of 


(a) the total of all amounts (other than excluded 
premiums and amounts paid by the individual in 
the first 60 days of the year that can reasonably 
be considered to have been either deducted in 
computing the individual’s income for the pre- 
ceding taxation year or designated under this sub- 
section for the preceding taxation year) paid by 
the individual in the year or within 60 days after 
the end of the year under a retirement savings 
plan that is at the end of the year or the following 
taxation year a registered retirement savings plan 
under which the individual is the annuitant, and 


(b) the amount, if any, by which 


(i) the total of all eligible amounts received by 
the individual before the end of the year 


exceeds the total of 


(ii) all amounts designated by the individual 
under this subsection for preceding taxation 
years, and 


(i11) all amounts each of which is an amount 
included in computing the income of the indi- 
vidual under subsection (4) or (5) for a pre- 
ceding taxation year. 


History: The opening words of subsec. 146.01(3) amended by 
1996, c. 21, s. 35, applicable to 1995 et seg. They formerly read: 


(3) An individual may designate a single amount for a taxa- 
tion year in prescribed form filed with the individual’s return 
of income under this Part for the year or, if that return is not 
required to be filed; filed with the Minister on or before the 
balance-due day of the individual for the year, where the 
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amount does not exceed the lesser of 


Subsec. 146.01(3) amended by 1995, c. 3, subsec. 44(8), applicable 
to 1995 et seg. Subsec. (3) formerly read: 


(3) An amount (other than an excluded premium) paid by an 
individual at.a particular time in a taxation year under a re- 
tirement savings plan that was at the end of the year a regis- 
tered retirement savings plan under which the individual is 
the annuitant may be designated by the individual under this 
subsection (in prescribed form submitted to the issuer of the 
plan at the time of the payment or at such later time as is 
acceptable to the Minister) to the extent that the amount so 
paid does not exceed the amount, if any, by which 


(a) the total of all eligible amounts received by the indi- 
vidual before the particular time 


exceeds the total of 


(b) all amounts designated under this subsection in re- 

spect of amounts paid before the particular time to regis- 

tered retirement savings plans under which the individual 
is the annuitant, and 


(c) all amounts each of which is an amount included in 
computing the income of the individual under subsection 
(4) or (5) for a taxation, year ending before the particular 
time. 


Forms: T1 Sched. 7: RRSP. unclaimed contributions, transfers, and 
designations of repayment. under the Home buyers’ plan; T1037: 
Designating your RRSP contributions as your 1995 repayment 
under the Home buyers” plan. 


(4) Where portion of eligible amount not re- 
paid — There shall be included in computing the in- 
come of an individual for a particular taxation year 
ending after 1994 the amount determined by the 
formula 


(A -B-C) 
(15. — D) 
where 
A is 
(a) where 
(i) the individual died or ceased to be resi- 
dent in Canada in the particular year, or 
(ii) the completion date in respect of an eli- 
gible: amount received by the individual 
was in the particular year 
nil, and 


(b) in any other case, the total of all eligible 
amounts received by the individual in preced- 
ing taxation years; 


(a) where the particular year is the 1995 taxa- 
tion year, nil, and 

(b) in any other case, the total of all amounts 
designated by the individual under subsection 
(3) for preceding taxation years; 

C is the total of all amounts each of which is an 
amount included under this subsection or subsec- 
tion (5) in computing the income of the individ- 
ual for a preceding taxation year; 


D is the lesser of 14 and the number of taxation 
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years of the individual ending in the period 
beginning 


(a) where the completion date in respect of an 
eligible amount received by the individual 
was before 1995, January 1, 1995, and 


(b) in any other case, January 1 of the first 
calendar year beginning after the completion 
date in respect of an eligible amount received 
by the individual 


and ending at the beginning of the particular year, 
and 


E. is 
(a) where the particular year is the 1995 taxa- 
tion year, the total of all amounts each of 
which is an amount designated under subsec- 


tion (3) by the individual for the particular 
year or a preceding taxation year, 


(b) where the particular year begins after 1995 
and the completion date in respect of an eligi- 
ble amount received by the individual was in 
the preceding taxation year, the total of all 
amounts each of which is designated under 
subsection (3) by the individual for the partic- 
ular year or a preceding taxation year, and 


(c) in any other case, the total of all amounts 
designated under subsection (3) by the indi- 
vidual for the particular year. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Para. (a) of the description of A in subsec. 146.01(4) 
amended by 1995, c. 3, subsec. 44(9), applicable to 1994 et seq. 
Para. (a) formerly read: 


(a) where the individual died or ceased to be resident in Can- 
ada in the particular year, nil, and 


The descriptions of D and E in subsec. 146.01(4) amended by 1995, 
c. 3, subsec. 44(10), applicable to 1994 et seg. The descriptions of D 
and E formerly read: 


Dis the lesser of 14 and the number of taxation years of the 
individual ending in the period beginning on January 1, 
1995 and ending at the beginning of the particular year; 
and 

E~ is ? 

(a) where the particular year is the 1995 taxation 

year, the total of all amounts each of which is an 

amount designated by the individual under subsec- 
tion (3) for the particular year or any of the 3 preced- 
ing taxation years, and 


(b) in any other case, the total of all amounts desig- 
nated under subsection (3) by the individual for the 
particular year. 


Subsec. 146.01(4) amended by 1994, c. 8, subsec. 19(5), applicable 
to 1992 et seg. Subsec. (4) formerly read: 


(4) Where portion of eligible amount not repaid — There 
shall be included in computing the income of an individual 
for a particular taxation year ending after 1993 the amount 
determined by the formula 
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where 


(a) where the individual died or ceased to be resident 
in Canada in the particular year, nil, and 


(b) in any other case, the total of all eligible amounts 
received by the individual in preceding taxation 
years; 


(a) where the particular year is the 1994 taxation 
year, nil, and 


(b) in any other case, the total of all amounts desig- 
nated by the individual under subsection (3) for pre- 
ceding taxation years; 


C_ is the total of all amounts each of which is an amount 
included under this subsection or subsection (5) in com- 
puting the income of the individual for a preceding taxa- 
tion year; 

D is the lesser of 14 and the number of taxation years of the 
individual ending in the period beginning on January 1, 
1994 and ending at the beginning of the particular year; 
and 

E* is 

(a) where the particular year is the 1994 taxation 
- year, the total of all amounts each of which is an 
amount designated by the individual under subsec- 
tion (3) for the particular year or either of the 2 pre- 
ceding taxation years, and 
(b) in any other case, the total of a!l amounts desig- 
nated under subsection (3) by the individual for the 
particular year. 


(5) Where individual becomes a non-resi- 
dent — Where at any time in a taxation year an in- 
dividual ceases to be resident in Canada, there shall 
be included in computing the income of the individ- 
ual for the period in the year during which the indi- 
vidual was resident in Canada the amount, if any, by 
which 


(a) the total of all amounts each of which is an 
eligible amount received by the individual in the 
year or a preceding taxation year 


exceeds the total of 


(b) all amounts designated under subsection (3) 
by the individual in respect of amounts paid not 
later than 60 days after that time and before the 
individual files a return of income for the year, 
and . 


(c) all amounts included under subsection (4) in 
computing the income of the individual for pre- 
ceding taxation years. 


Related Provisions: 56(1)(h.1) — Home buyers’ plan — income 
inclusion. 
History: Para. 146.01(5)(b) amended by 1995, c. 3, subsec. 44(11), 
applicable to 1995 et seq. Para. (b) formerly read: 
(b) all amounts designated by the individual under subsection 
(3) that are paid not later than 90 days after that time and 


before the individual files a return of income under this Part 
for the year, and 


1340 


Div. G— Special Income Arrangements 


(6) Where individual dies — Where an individual 
dies at any time in a taxation year, there shall be in- 
cluded in computing the income of the individual for 
the year the amount, if any, by which 


(a) the total of all excluded withdrawals in re- 
spect of the individual received by the individual 
before that time (other than excluded withdrawals 
in respect of the individual repaid as described in 
subparagraph (b)(ii) of the definition “excluded 
withdrawal” in subsection (1) before that time) 


exceeds the total of 


(b) all amounts designated by the individual 
under subsection (3) that were paid before that 
time, and 


(c) all amounts each of which is an amount in- 
cluded under subsection (4) or (5) in computing 
the income of the individual for a preceding taxa- 
tion year. 

Related Provisions: 56(1)(h.1) — Home buyers’ plan — income 


inclusion; 146.01(7) — Optional transfer of repayment obligation to 
spouse. 


(7) Where subsec. (6) does not apply — Where 


(a) an individual’s spouse was resident in Canada 
immediately before the death of the individual in 
a taxation year, 


(b) the spouse and the individual’s legal repre- 
sentatives jointly so elect in writing in the indi- 
vidual’s return of income under this Part for the 
year, and 


-(c) either 


(i) the spouse or the individual did not receive 
any eligible amount before the death, or 


(ii) the spouse and the individual both re- 
ceived eligible amounts before the death and 
all the completion dates in respect of those 
amounts were the same or occurred before 
19952 


the following rules apply: 


(d) subsection (6) does not apply to the 
individual; 

(e) the spouse shall be deemed to have received 
an eligible amount at the time of the death equal 
to the amount that would, but for this subsection, 
be determined under subsection (6) in respect of 
the individual; 

(f) for the purpose only of determining whether 
an amount received after the death is an eligible 
amount in respect of the spouse, the spouse shall 
be deemed to have received all eligible amounts 
in respect of the individual at the times that those 
amounts were received by the individual; and 


(g) the completion date in respect of the eligible 
amount deemed by paragraph (e) to have been re- 
ceived by the spouse shall be deemed to be 


(i) where the spouse received an eligible 
amount before the death, the completion date 
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in respect of that amount, 


(ii) where subparagraph (i) does not apply and 
the individual received an eligible amount 
before the death, the completion date in re- 
spect of that amount, and 


(ili) in any other case, October 1 of the year. 


Related Provisions: 220(3.2), Reg. 600(b) — Late filing of elec- 
tion or revocation. 


History: Subsec. 146.01(7) amended by 1995, c. 3, subsec. 44(12), 
applicable to 1994 et seg. Subsec. (7) formerly read: 


(7) |ldem — Where an individual’s spouse was resident in 
Canada immediately before the death of the individual in a 
taxation year and the spouse and the individual’s legal repre- 
sentative jointly so elect in writing in the individual’s return 
of income under this Part for the year, 


(a) subsection (6) does not apply in respect of the indi- 
vidual; and 


(b)-except for the purposes of subsections (9) and (10), 
the spouse shall be deemed to have received an eligible 
amount at the time of the individual’s death equal to the 
amount that would, but for this subsection, be determined 
under subsection (6) in respect of the individual. 


Para. 146.01(7)(b) amended by 1994, c. 8, subsec. 19(6), applicable 
to 1992 et seg. Para. (b) formerly read: 
(b) except for the purpose of subsection (9), the spouse shall 
be deemed to have received an eligible amount at the time of 
the individual’s death equal to the amount that would, but for 
this subsection, be determined under subsection (6) in respect 
of the individual . 


(8) Filing of prescribed form — A prescribed 
form referred to in this section that is submitted to an 
issuer shall be filed with the Minister by the issuer 
not later than 15 days after the quarter in which it 
was submitted to the issuer. 

Forms: T1 Sched. 7: RRSP unclaimed contributions, transfers, and 
designations. of repayment under the Homebuyers’ plan; T1036: 
Applying to withdraw an amount under the Home buyers’ plan; 
T1037: Designating your RRSP contributions as your 1995. repay- 
ment under the Home buyers’ plan; T1048: Home buyers’ plan — 
1993 income inclusion for certain RRSP contributions. 


(9) [Repealed] 

History: Subsec. 146.01(9) repealed by 1995, c. 3, subsec. 44(13), 

applicable to 1994 et seq. Subsec. (9) formerly read: 
(9) Income inclusion for 1992 — There shall be included in 
computing the income for the 1992 taxation year of an indi- 
vidual who was resident in Canada at the end of that year an 
amount equal to the lesser of 


(a) the net premium balance for the year of the individ- 
ual, and 
(b) the total of 
(i) all eligible amounts received by the individual 
before March 2, 1993, and 
(ii) the lesser of 
(A) the total of all premiums (other than ex- 
cluded premiums in respect of the individual) 
paid by the individual after February 25, 1992 
and before March 2, 1993 under registered re- 
tirement savings plans under which the individ- 
ual’s spouse is the annuitant, and 
(B) the amount, if any, by which 
(1) the total of all eligible amounts received 
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before March 2, 1993 by the individual’s 
spouse 
exceeds 


(IL) the net premium balance for the year of 
the individual’s spouse. 


Subsec. 146.01(9) amended by 1994, c. 8, subsec. 19(7), applicable 
to. 1992 et seg. Subsec. (9) formerly read: 


(9) Income inclusion — There shall be included in comput- 
ing the income for the 1992 taxation year of an individual 
who was resident in Canada at the end of that year an amount 
equal to the lesser of 


(a) the net premium balance of the individual, and 
(b) the total of 


(i) all amounts each of which is an eligible amount 
received in 1992 or 1993 by the individual, and 


(ii) the lesser of 


(A) the total of all premiums (other than ex- 
cluded premiums in respect of the individual) 
paid by the individual after February 25, 1992 
and before March 2, 1993 under registered re- 
tirement savings plans under which the individ- 
ual’s spouse is the annuitant, and 


(B) the amount, if any, by which 


(I) the total of all amounts each of which is 
an eligible amount received in 1992 or 1993 
by the individual’s spouse 


exceeds 


(II) the net premium balance of the individ- 
ual’s spouse. 


(10) [Repealed] 


History: Subsec. 146.01(10) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seg. Subsec. (10) formerly ‘read: 


(10) Income inclusion for 1993 — There shall be included 
in computing the income for the 1993 taxation year of an in- 
dividual who was resident in Canada at the end of that year 
an amount equal to the lesser of 


(a) the net premium balance for the year of the individ- 
ual, and 


(b) the total of 


(i) all eligible amounts received after March 1, 1993 
and before March 2, 1994 by the individual, and 


(ii) the lesser of 


(A) the total of all premiums. (other than ex- 
cluded premiums in respect of the individual) 
paid by the individual after December 2, 1992 
and before March 2, 1994 under registered re- 
tirement savings plans under which the individ- 
ual’s spouse is the annuitant, and 


(B) the amount, if any, by which 


(I) the total of all eligible amounts received 
after March 1, 1993 and before March 2, 
1994 by the individual’s spouse 


exceeds 


(Hf) the net premium balance for the year of 
the individual’s spouse. 


Subsec. 146.01(10) added by 1994, c. 8, subsec. 19(7), applicable to 
1992 et seg. (Former subsec. 146.01(10) became new 146.01(11); 
see History following subsec. 146.01(11).) 
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(11) [Repealed] 


History: Subsec. 146.01(11) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seg. Subsec. (11) formerly read: 


(11) Net premium balance for 1992 — For the purpose of 
subsection (9), the net premium balance for the 1992 taxation 
year of an individual is the amount, if any, by which 


(a) the total of all premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after February 25, 1992 and before March 2, 1993 under 
registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


(b) the total of all amounts each of which is an amount 
received by the individual or the individual’s spouse after 
February 25, 1992 and before 1994 and included under 
subsection 146(8) or (8.3) in computing the individual’s 
income for the 1992 or 1993 taxation year (other than an 
amount in respect of which an amount is deductible 
under paragraph 146(8.6)(b) in computing the income of 
the individual or in respect of premiums paid by the indi- 
vidual after March 1, 1993). 


Subsec. 146.01(11) substituted for former subsec. 146.01(10) by 
1994, c. 8, subsec. 19(7), applicable to 1992 et seq. (Former subsec. 
146.01(11) became 146.01(13); see History following subsec. 
146.01(13).) Former subsec. (10) read: 


(10) Net premium balance — For the purposes of subsec- 
tion (9), the net premium balance of an individual is the 
amount, if any, by which 


(a) the total of all premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after February 25, 1992 and before March 2, 1993 under 
registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


(b) the total of all amounts each of which is an amount 
received by the individual or the individual’s spouse after 
February 25, 1992 and before 1994 and included under 
subsection 146(8) or (8.3) in computing the individual’s 
income for the 1992 or 1993 taxation year (other than an 
amount in respect of which an amount is deductible 
under paragraph 146(8.6)(b) in computing the income of 
the individual or in respect of premiums paid by the indi- 
vidual after March 1, 1993). : 


(12) [Repealed] 


History: Subsec. 146.01(12) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seg. Subsec. (12) formerly read: 


(12) Net premium balance for 1993 — For the purpose of 
subsection (10), the net premium balance for the 1993 taxa- 
tion year of an individual is the amount, if any; by which 


(a) the total of all‘premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after December 2, 1992 and before March 2, 1994 under 
registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


(b) the total of all amounts each of which is an amount 
received by the individual or the individual’s spouse after 
December 2, 1992 and before 1995 and included under 
subsection 146(8) or (8.3) in computing the individual’s 
income for the 1992, 1993 or 1994 taxation year (other 
than an amount in respect of which an amount is deducti- 
ble under paragraph 146(8.6)(b) in computing the income 
of the individual or in respect of premiums paid by the 
individual after March 1, 1994). 
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Subsec. 146.01(12) substituted for former subsec. 146.01(10) by 
1994, c. 8, subsec. 19(7), applicable to 1992 et seq. (Former sub- 
sec.146.01(11) became 146.01(13); see History following sub- 
sec.146.01(13).) Subsec. 146.01(10) formerly read: 


(10) Net premium balance — For the purposes of subsec- 
tion (9), the net premium balance of an individual is the 
amount, if any, by which 


(a) the total of all premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after February 25, 1992 and before March 2, 1993 under 
registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


(b) the total of all amounts each of which is an amount 
received by the individual or the individual’s spouse after 
February 25, 1992 and before 1994 and included under 
subsection 146(8) or (8.3) in computing the individual’ s 
income for the 1992 or 1993 taxation year (other than an 
amount in. respect. of which an amount is deductible 
under paragraph 146(8.6)(b) in computing the income of 
the individual or in respect of premiums paid by the indi- 
vidual after March 1, 1993). 


(13) [Repealed] 


History: Subsec. 146.01(13) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seg. Subsec. (13) formerly read: 


(13) Assessments — Notwithstanding subsections 152(4) to 
(5), such assessments of tax, interest and penalties shall be 
made as are necessary to give effect to subsections (9) and 
Wo): 


Subsec, 146.01(11) renumbered as (13) and amended by 1994, c. 8, 
subsec. 19(7), applicable to 1992 et seg. Former subsec. (11) read: 


(11) Assessments — Notwithstanding subsections 152(4) to 
(5), such assessments of tax; interest and penalties shall be 
made as are necessary to give effect to amounts included in 
income under subsection (9). 


History [s. 146.01]: S. 146.01 added by 1994, c. 7, Sch. VIII 
(1993, c. 24), s. 83, applicable to 1992 et seg.; and in applying s. 
146.01 before 1993, subsec. (1) shall be read as if it included the 
following definition: 


“spouse” has the meaning assigned by subsection 146(1.1). 


Definitions [s. 146.01]: “amount” — 248(1); “annuitant”? — 
146(1), 146.01(1); “benefit” — 146(1), 146.01(1); “Canada” — 
255; “completion date” — 146.01(1); “deferred profit sharing 
plan” — 147(1), 248(1); “eligible amount’, “excluded premium”, 
“excluded withdrawal” — 146.01(1); “filing-due date” — 150(1), 
248(1); “have an owner-occupied home” — 146.01(2)(a.1); “indi- 
vidual” — 248(1); “issuer” — 146(1), 146.01(1); “Minister” — 
248(1); “net premium balance” — 146.01(11), (12); “owner-occu- 
pied home” — 146.01(2)(a.1); “premium” — 146(1), 146.01(1); 
“prescribed” — 248(1); “qualifying home”, “quarter” — 146.01(1); 
“registered pension plan” — 248(1); “registered retirement income 
fund” — 146.3(1), 248(1); “registered retirement savings plan” — 
146(1), 248(1); “resident” — 250; “retirement savings plan” — 
146(1), 248(1); “share” — 248(1); “spouse” — 252(3); (4)(a); “tax- 
ation year” — 128(2)(d), 249; “writing” — Interpretation Act 35(1). 


Registered Education Savings Plans 


S. 146.1(1) pre 


146.1 (1) Definitions — In this section; 


Related Provisions: 204.9(1.1)— Application of subsec. 
146.1(1). 


“beneficiary”, in respect of an education savings 
plan, means a person, designated by a subscriber, to 
whom or on whose behalf an educational assistance 
payment under the plan is agreed to be paid if the 
person qualifies under the plan; | 


History: The definition “beneficiary” was para. 146.1(1)(a). 


“educational assistance payment” means any 
amount, other than a refund of payments, paid or 
payable under an education savings plan to or for a 
beneficiary to assist the beneficiary to further the 
beneficiary’s education at the post-secondary school 
level; 


Related Provisions: 81(1)(p) — No tax on educational assistance 
payment from unregistered plan; 146.1(7)(a), 212(1)(r) — Tax on 
educational assistance payments. 


Pre-RSC History: The definition “educational assistance pay- 
ment” was para. 146.1(1)(b). 


“education savings plan” means a contract entered 
into at any time between an individual (in this sec- 
tion referred to as a “‘subscriber”) and a person or 
organization (in this section referred to as a “pro- 
moter’) under which, in consideration of payment by 
the subscriber of any periodic or other amount as 
consideration under the contract, the promoter agrees 
to pay or to cause to be paid to or for a beneficiary 
educational assistance payments; 


Pre-RSC History: The definition “education savings plan” was 
para. 146.1(1)(c). 


“post-secondary educational institution” means 


(a) an educational institution in Canada that is de- 
scribed in paragraph (a) of the definition “desig- 
nated educational institution” in subsection 
118.6(1), or 


(b) an educational institution outside Canada that 
is a university, college or other educational insti- 
tution that provides courses at a post-secondary 
school level at which a beneficiary was enrolled 
in a course of not less than 13 consecutive weeks; 


History: The definition “post-secondary education institution” (for- 
merly 146.1(1)(c.1) before consolidation in R.S.C. 1985 (5th 
Supp.)) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 118(2), 
applicable after February 20, 1990. 


‘‘pre-1972 income” means the total of all amounts 
each of which is the income (within the meaning of 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application to 
the particular taxation year) for a taxation year end- 
ing before 1972 of a trust governed by an education 
savings plan; 
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Notice of Ways ar 
February 18, 199 
[See resolution (10) 
Pre-RSC History: The definition “pre-1972 income” was para. 
146.1(1)(d). 


|.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“qualifying educational program” has the meaning 
that would be assigned by the definition of that ex- 
pression in subsection 118.6(1) if that definition 
were read without reference to paragraph (a); 

History: The definition “qualifying educational program” in sub- 


sec. 146.1(1) amended by 1997, c. 25, subsec. 42(1), applicable to 
1996 et seq. It formerly read: 


“qualifying educational program” has the meaning assigned 
by subsection 118.6(1); 


The definition “qualifying educational program” added to subsec, 
146.1(1) by 1994, c. 7, Sch. II (1991, c. 49), subsec. 118(2), appli- 
cable after February 20, 1990. 


“refund of payments” means any amount (not in 
excess of the total of amounts paid by or on behalf of 
a subscriber under an education savings plan) paid or 
payable to the subscriber, the subscriber’s heirs, ex- 
ecutors or assigns as or on account of a refund of 
amounts paid to the plan by or on behalf of the sub- 
scriber under the plan; 

Related Provisions: 81(1)(0) — No tax on refund of payments. 


Pre-RSC History: The definition “refund of payments” was para. 
146.1(1)(e). 


“registered education savings plan” means an edu- 
cation savings plan accepted by the Minister for re- 
gistration for the purposes of this Act as complying 
with the requirements of this section; 

Related Provisions: 248(1)“registered education savings 
plan” — Definition applies to entire Act. 


Pre-RSC History: The definition “registered education savings 
plan” was para. 146.1(1)(f). 


“tax-paid-income” means the amount determined 
by the formula 


AK (BS C) 
where 


A is the fair market value on December 31, 1971 of 
all the property of a trust governed by an educa- 
tion savings plan, 

B_ is the total of all amounts paid to the plan on or 
before December 31, 1971 by or on behalf of the 
subscriber under the plan, and 


C is the total amount of all refunds of payments 
made under the plan on or before December 31, 
1971; and 


Related Provisions: 257 — Formula amount cannot calculate to 
less than zero. 


Pre-RSC History: The definition “tax-paid income” was para. 
146.1(1)(g). See Table of Concordance. 


Income Tax Act, Part I 


“trust”, except in this definition, means any person 
who irrevocably holds property pursuant to an edu- 
cation savings plan for 


(a) the payment of educational assistance 
payments, 


(b) the payment of scholarships or other amounts 
to persons, other than a beneficiary, to assist them 
to further their education at the post-secondary 
school level, 


(c) the refund of payments, 


(d) the payment to, or to a trust in favour of, des- 
ignated educational institutions in Canada re- 
ferred to in subparagraph (a)(i) of the definition 
of that expression in subsection 118.6(1), or 


(e) the payment to a trust that irrevocably holds 
property pursuant to a registered education sav- 
ings plan for any of the purposes set out in 
paragraphs (a) to (d). 

Related Provisions: 104(1) — Reference to trust or estate; 


108(1)‘‘trust”(a) — “trust” does not include a RESP for certain 
purposes. 


History: That portion of the definition of “trust” in subsec. 
146.1(1) preceding para. (a) amended to substitute “holds property” 
for “holds property or money”, and para. (e) amended to substitute 
“holds property pursuant to a registered education savings plan” for 
“holds money or property transferred to it’, by 1994, c. 7, Sch. Il 
(1991, c. 49), subsecs. 118(4), (5), applicable after July 13, 1990. 


Pre-RSC History: The definition “trust” was para. 146.1(1)(h). 
Subpara. 146.1(1)(h)(iv) substituted by 1988, c. 55, s. 131, applica- 
ble to 1988 et seg. Subpara. 146.1(1)(h)(iv) formerly read: 


(iv) the payment to, or to a trust in favour of, designated edu- 
cational institutions in Canada referred to in clause 
110(9)(a)@)(A), or 


Para. 146.1(1)(h) substituted by 1979, c. 5, subsec. 47(1), applicable 
with respect to amounts paid after 1978. Para. 146.1(1)(h) formerly 
read: 


(h) “trust” means any person who irrevocably holds property 
or money pursuant to an education savings plan for 
(i) the payment of educational assistance payments, 
(ii) the payment of scholarships to persons other than a 
beneficiary, 
(iii) the refund of payments, 
(iv) the payment to, or to a trust in favour of, designated 


educational institutions in Canada referred to in clause 
110(9)(a)G@)(A), or 


(v) the payment to another trust that irrevocably holds 
money or property transferred to it for any of the pur- 
poses set out in subparagraphs (1) to (iv). 


Information Circulars: 93-3: Registered education savings plans. 


(2) Conditions for acceptance of plan for re- 
gistration — The Minister shall not accept for re- 
gistration for the purposes of this Act any education 
savings plan of a promoter unless, in the Minister’s 
opinion, it complies with the following conditions: 


(a) the plan provides that the property of any trust 
governed by the plan (after the payment of trustee 
and administration charges) is irrevocably held 
for any of the purposes described in the definition 
“trust” in subsection (1) by a corporation licensed 
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or otherwise authorized under the laws of Canada 
or a province to carry on in Canada the business 
of offering to the public its services as a trustee; 


(b) at the time of the application by the promoter 
for registration of the plan, there are not fewer 
than 150 subscribers who have entered into edu- 
cation savings plans with the promoter each of 
which complied, at the time it was entered into, 
with all the other conditions set out in this sub- 
section, or subsection 146.1(2) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, as the case may be, as the applicable 
subsection read at that time; — 


(c) the promoter and all trusts governed by the 
plan are resident in Canada; 


(d) the plan does not allow for any payment to a 
subscriber other than a refund of payments unless 
the subscriber is also the beneficiary under the 
plan; 

(e) the plan is substantially similar to the type of 
plan described in or annexed to a prospectus filed 
by the promoter with a securities commission in 
Canada or a body performing a similar function 
‘in a province; 

(f) in the event that a trust governed by the plan is 
terminated, the property held by the trust is re- 
quired to be used for any of the purposes de- 
scribed in the definition “trust” in subsection (1); 


(g) the plan does not allow for the payment of ed- 
ucational assistance payments to an individual 
unless the individual is, at the time the payment is 
made, a student in full-time attendance at a post- 
_ secondary educational institution and enrolled in 
a qualifying educational program at the 
institution; 

(h) the plan provides that no payments may be 
made into the plan by or on behalf of a subscriber 
after the 21st year following the year in which the 
plan is entered into; 


(i) the plan provides that it must be terminated on 
or before the last day of the 25th year following 
the year in which the plan is entered into; 


(Gj) where the plan provides that a subscriber may 
name more than one beneficiary under the plan at 
any one time, the plan provides that each of the 
beneficiaries under the plan is required to be con- 
nected to the subscriber by blood relationship or 
adoption; 3 


(k) the plan provides that the total of all payments 
made into the plan in respect of a beneficiary for 
a year shall not exceed $2,000; 


(1) the plan provides that the promoter shall, 
within 90 days after an individual becomes a ben- 
eficiary under the plan, notify the individual (or, 
where the individual is under 19 years of age at 
that time and ordinarily resides with a parent of 
the individual, that parent) in writing of the exis- 
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tence of the plan and the name and address of the 
subscriber in respect of the plan; and 


(m) the plan complies with prescribed conditions. 


S. 146.1(2) Income Tax Act, Part I 


Related Provisions: —146.1(3)— Deemed _ registration; 
146.1(4) — Registration of plans without prospectus; -146.1(13) — 
Revocation where plan ceases to comply with requirements; 
172(3) — Appeal from refusal to register; 204.9(1)“excess 
amount’? — Limit on RESP contributions; 204.91 — Tax payable 
by subscribers. 


History: Para. 146.1(2)(k) amended by 1997, .c. 25, subsec. 42(2), 


applicable to 1996 et seq., except in respect of plans entered into 
before February 21, 1990. Para, (k) formerly read: 


(k) the plan provides that the total of all payments made into 
the plan in respect of a beneficiary for a year shall not exceed 
$1,500; 


Paras. 146.1(2)(a), (b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 118(6), applicable to plans entered into after February 
20, 1990. Paras. (a), (b) formerly read: 


'-(a) the plan provides that the property of any trust established 
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under the plan. (after. payment. of.trustee. and administration 
charges) is irrevocably held for any of the purposes described 
in the definition “trust” in subsection (1); 


(b) at the time of the application by the promoter for registra- 
tion of the plan, there are not less than 150 subscribers who 
have entered into education savings plans with the promoter 
that comply with the conditions, set out in. paragraphs (a) and 
(c) to (g); 
Para. 146.1(2)(c) amended to substitute “governed by the plan” for 
“established under the plan”, and para, (f) substituted by 1994, c. 7, 
Sch.:Il (1991, c. 49), subsecs. 118(7), (8), applicable after July 13, 
1990. Para. (f) formerly read: 


(f) in the event that a trust established:under the pla is termi- 
_nated, the property or money held by. the trust is required to 
~ be used for any of the purposes described - in the 7 

“trust” in subsection (1); and 


Paras. 146.1(2)(g) to (m) substituted for para. (g) by 1994, c.7, Sch. 
I (1991, c..49), subsec. 118(9), paras. (g) to (i), (k) and (m) applica- 
ble to plans entered into after February 20, 1990, para: (j) applicable 
to plans entered into after July 13; 1990, and para. (1) applicable to 
plans entered into after: March 1991. Para: (g) formerly read: 


(g) the plan in all other respects complies with any regula- 
tions of the Governor in.Council made on the: recommenda- 
tion of the Minister of Finance. 
1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Information Circulars: 93-3: Registered education savings plans. 


Forms: T3E-G: RESP (group) information return; T550: Applica- 
_ tion for registration. 


(3) Deemed pegiatnbore — Where in any year an 
education savings plan cannot be accepted for regis- 
tration solely because the condition set out in para- 
graph (2)(b) has not been complied with, if the plan 
is subsequently registered, it shall be deemed to have 
been registered on the first day of January of 


(a) the year in which all of the conditions set out 
in subsection (2) (except in paaeae (2)(b)) 
were complied with, or: 


(b) the year preceding the year in which the plan 
was subsequently registered, 


whichever i is the later. 


Related Provisions: 146.1(12)— Deemed date of registration; 
212(1)(t) — Non-residents — registered education savings plan. 


Information Circulars: 93-3: Registered education. savings plans. 


(4) Registration of plans without prospec- 
tus — Notwithstanding paragraph. (2)(e), where a 
promoter has not filed a prospectus in respect of an 
education savings plan referred to in that paragraph, 
the Minister may register the plan if the promoter is 
not otherwise required by the laws of Canada or a 
province to file such.a prospectus with a securities 
commission in Canada or a body performing a simi- 
lar function in a province and the plan complies with 
the other conditions set out in subsection (2). 

History: Subsec. 146.1(4) substituted by 1994, c. 7, Sch. IT (1991, 


c. 49), subsec. 118(10), applicable to. plans registered after February 
20, 1990. Subsec. 146.1(4) formerly read: 


(4) Registration of plans in existence on October 15, 
1973 — Notwithstanding paragraph (2)(e), where a promoter 
has not filed a prospectus referred to in that. paragraph, the 


S. 146.1(7)(b) 


Minister may register an education savings plan if the plan 
was in existence on October 15, 1973 and as of that date the 
other conditions set out in subsection (2) had been complied 
with. 


(5) Trust not taxable — No tax is payable under 
this Part by a trust on the taxable income of the trust 
for a taxation year if, throughout the period in the 
year during which the trust was in existence, the trust 
was governed by a registered education savings plan. 


Related Provisions: 149(1)(u) — Exemption from tax. 
Information Circulars: 93-3: Registered education savings plans. 
Forms; T3E-G: RESP (group) information return. 


(6) Subscriber not taxable — No tax is payable 
by a subscriber on the income of a trust for a taxa- 
tion year after 1971 throughout which the trust was 
governed by a registered education savings plan. 
Related Provisions: 81(1)(0),.(p) — No tax on refund of pay- 
ments or educational assistance payment; 204.91 — Tax payable by 
subscribers; 212(1)(r) — 
ings plan. 


(6.1) Transfers between plans — Where prop- 
erty irrevocably held by a trust governed by a regis- 
tered education savings plan (in this subsection re- 
ferred to as the “transferor plan’) is transferred to a 
trust governed by another registered education sav- 
ings plan (in this subsection referred to as the “‘trans- 
feree plan’), 


(a) for the purposes of Part X.4, 


(i) the transferee plan shall be deemed to be 
the same plan as, and a continuation of, the 
transferor plan, and 


(ii) the transfer of property shall be deemed 
not to be a payment made into the transferee 
plan; and 


(b) for the purposes of this paragraph and 
paragraphs (2)(h) and (1), the transferee plan shall 
be deemed to have been entered into on the ear- 
lier of 


(i) the day on which the transferee plan was 
entered into, and 


(ii) the day on which the transferor plan was 
entered into. 
History: Subsec. 146.1(6.1) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 118(11), applicable after February 20,.1990. 


Information Circulars: 93-3: Registered education savings plans. 


(7) Amounts to be included in beneficiary’ s 
income — There shall be included in computing 
the income for a taxation year of a taxpayer who is 
or was a beneficiary under a registered education 
savings plan, the amount, if any, by which the total 
of 


(a) educational assistance payments paid to the 
taxpayer or on the taxpayer’s behalf in the year 
under the plan, and 


(b) amounts paid to the taxpayer or on the tax- 
payer’s behalf to the extent that those amounts 
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may reasonably be regarded as a distribution of 
property that had been transferred from a trust es- 
tablished under a registered education savings 
plan, of property substituted therefor or of in- 
come from any such property 


exceeds 


(c) the taxpayer’s portion of the tax-paid-income 

in the year under the plan. 
Related Provisions: 56(1)(q) — Education savings plan pay- 
ments; 81(1)(0) — No tax on refund of payments; 81(1)(p) — No 
tax on educational assistance payment from unregistered plan; 
146.1(8) — “beneficiary’s portion of the tax-paid-income” defined; 
212(1)(r) — Withholding tax on RESP payments to non-residents; 
248(5) — Substituted property. 


Pre-RSC History: Subsec. 146.1(7) substituted by 1979, c. 5, 
subsec. 47(2), applicable with respect to amounts paid after 1978. 
Subsec. 146.1(7) formerly read: 


(7) Amount to be included in beneficiary's income — 
There shall be included in computing the income of a benefi- 
ciary for a taxation year ending after 1973 under a registered 
education savings plan, the amount, if any, by which 


(a) the aggregate of educational assistance payments paid 
to or for the beneficiary in the year under the plan 


exceeds 


(b) the beneficiary’s portion of the tax-paid-income in the 
year under the plan. 


Information Circulars: 93-3: Registered education savings plans. 


(8) Definition of “beneficiary’s portion of the 
tax-paid-income” — For the purposes of subsec- 
tion (7), a “beneficiary’s portion of the tax-paid-in- 
come” for a taxation year under a registered educa- 
tion savings plan means the greater of 


(a) the lesser of 


(i) one-third of the pre-1972 income reported 
on or before April 30, 1972 by the trust gov- 
erned by the plan to the subscriber as having 
been earned in respect of amounts paid to the 
plan by or on behalf of the subscriber, and 
(ii) the amount, if any, by which 
(A) the pre-1972 income reported on or 
before April 30, 1972 by the trust gov- 
erned by the plan to the subscriber as hav- 
ing been earned in respect of amounts paid 
to the plan by or on behalf of the 
subscriber 


exceeds 
(B) the total of all amounts, if any, referred 
to in paragraph (7)(c) in respect of preced- 
ing taxation years, and 
(b) the amount of the tax-paid-income actually al- 


located under the trust governed by the plan to 
the beneficiary in the year. 


Related Provisions: 146.1(9) — Limitation on allocation of tax- 
paid-income; 146.1(10) — Allocation of tax-paid-income. 


Information Circulars: 93-3: Registered education savings plans. 


(9) Limitation on allocation of tax-paid-in- 


Income Tax -Act, Part I 


come — For the purposes of paragraph (8)(b), no 
amount of the tax-paid-income shall be allocated in a 
particular taxation year if an allocation has been 
made in respect of the same amount in a previous 
taxation year. 


Related Provisions: 146.1(10) — Allocation of tax-paid-income. 


(10) Allocation of tax-paid-income — For the 
purposes of this subsection and subsections (8) and 
(9), in any taxation year there shall be allocated by 
the trust governed by a registered education savings 
plan an amount of the tax-paid-income to a benefici- 
ary that is not less than the amount determined under 
paragraph (8)(a) for the year. 


(11) Trust deemed to be inter vivos trust — 
For any taxation year during which an education sav- 
ings plan is not registered, a trust governed by the 
plan shall be deemed, for the purposes of section 
122, to be a trust referred to in subsection 122(1) es- 
tablished after June 17, 1971. 


(12) Deemed date of registration — Subject to 
subsection (3), an education savings plan that is 
registered 


(a) before 1976 shall be deemed to have been 
registered since the later of 


(i) January 1, 1972, and 


(ii) the first day of January of the year in 
which the plan was created; and 


(b) after 1975 shall be deemed to have been reg- 
istered on the first day of January in the year of 
registration. 


(13) Revocation of registration — Where at any 
time an education savings plan that has been ac- 
cepted by the Minister for registration for the pur- 
poses of this Act ceases to comply with the require- 
ments of this section for its registration as such, the 
Minister may revoke its registration as of any date 
after that time and shall give notice of the revocation 
by registered mail to the subscriber and to the 
promoter. 


Related Provisions: 81(1)(p) — No tax on payments out of re- 
voked plan; 146.1(2) — Requirements for registration; 146.1(14) — 
Deemed income to subscriber when plan revoked; 244(5) — Proof 
of service by mail; 248(7)(a) — Mail deemed received on day 
mailed. 


(14) Rules applicable to revoked plan — 
Where at any time in a taxation year the Minister re- 
vokes the registration of an education savings plan 
that had previously been accepted for registration, 
there shall be included in computing the income of 
the subscriber under the plan for that year the 
amount, if any, by which 


(a) the fair market value at that time of all of the 
property of the trust governed by the plan 
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exceeds 
(b) the amount by which 
(i) the total of all amounts each of which is 


(A) an amount paid to the plan by or on 
behalf of the subscriber, or 


(B) the amount of the pre-1972 income re- 
ported on or before April 30, 1972 by the 
trust governed by the plan to the subscriber 
as having been. earned in respect of 
amounts paid to the plan by or on behalf of 
the subscriber 


exceeds 


(i1) the total of all refunds of payments paid or 
payable under the plan to the subscriber. 


Related Provisions: 81(1)(p) — No tax on subsequent payments 
out of revoked plan; 214(3)G) — Non-resident withholding tax. 


Pre-RSC History [s. 146.1]: S. 146.1 added by 1974-75-76, c. 
26, s. 100, applicable to 1972 et seq. 


Definitions [s. 146.1]: “amount” — 248(1); “beneficiary” — 
146.1(1); “beneficiary’s portion of tax-paid income” — 146.1(8); 
“Canada” — 255; “connected by blood relationship” — 251(6); 
“corporation” — 248(1), Interpretation Act 35(1); “educational as- 
sistance payment”, “education savings plan” — 146.1(1); “Minis- 
ter” —248(1); “parent” — 252(2);: “person” — 248(1);  “por- 
tion” — 146.1(8); “pre-1972 income”, “refund of payments” — 
146.1(1); “registered education savings plan” — 146:1(1), 248(1); 
“resident in Canada” — 250; “subscriber” — 146.1(1); “substituted 
property” — 248(5); “taxable income” — 2(2), 248(1); “taxation 
year” — 249; “tax-paid income” — 146.1(1); “trust” — 104(1), 
108(1), 146.1(1), 248(1), (3); “writing” — Interpretation Act 35(1). 


_ Registered Home Ownership Savings 
Plans 


146.2 (1)-(3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 146.2(1) to (3) repealed by 1986, c. 6, 
subsec. 82(1), applicable to 1986 et seg. Subsecs. (1) to (3) formerly 
read: 


146.2 (1) Definitions — In this section, 


(a) “beneficiary” in respect of a home ownership savings 
plan means an individual (other than a trust) 18 years of 
age or over to whom, under a home ownership savings 
plan, a single payment is agreed to be paid but does not 
include an individual to whom, under a home ownership 
savings plan, a single payment is agreed to be paid as a 
consequence of the death of another individual; 


(b) “contribution” means; any periodic or other amount 
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member of the Canadian Payments Association, 
or 


(B) a credit union that is a shareholder or mem- 
ber of a body corporate referred to as a “central” 
for the purposes of the Canadian Payments As- 
sociation Act, 


(in this section referred to as a “depositary”), 


of any periodic or other amount as a payment under the 
trust or the deposit arrangement, as the case may be, to be 
used, invested or otherwise applied by that corporation or 
depositary, for the purpose of providing to that individual 
as the beneficiary under the arrangement an amount to be 
used for the purchase by him of his owner-occupied 
home; 


(e) “non-qualified investment” in relation to a trust gov- 
erned by a registered home ownership savings plan 
means property acquired by the trust that is not a quali- 
fied investment for such trust; 


(f) “owner-occupied home” of a taxpayer means a hous- 
ing unit or a share of the capital stock of a co-operative 
housing corporation owned, whether jointly with another 
person or otherwise, in a taxation year or within 60 days 
after the end of the year by the taxpayer, if the housing 
unit was, or if the share was acquired for the sole purpose 
of acquiring the right to inhabit a housing unit owned by 
the corporation that was, inhabited by the taxpayer at any 
time in the year or within 60 days after the end of the 
year and was situated in Canada; 


(g) “qualified investment” for a trust governed by a regis- 
tered home ownership, savings plan means 


(1) an investment that would be described in any of 
subparagraphs 204(e)(i) to (ix) (except subpara- 
graphs (111), (vi) and (viii) thereof) if the reference in 
paragraph 204(e) to a trust governed by a deferred 

' profit sharing plan or a revoked plan were read as a 
reference to a trust governed by a registered home 
ownership savings plan, 


(ii) a bond, debenture, note or similar obligation of a 
corporation the shares of which are listed on a pre- 
scribed stock exchange in Canada, 


(iii) a mortgage or interest therein, secured by real 
property situated in Canada, other than a mortgage in 
respect of which the mortgagor is the beneficiary or a 
person. with whom the beneficiary does not deal at 
arm’s length, and 


(iv) such other investments as may be prescribed by 
any regulations of the Governor in Council made on 
the recommendation of the Minister of Finance; and 


(h) “registered home ownership savings plan” means a 
home ownership savings plan accepted by the Minister 
for registration for the purposes of this Act. 


paid by an individual under a home ownership savings 
plan as a payment referred to in paragraph (d) for the pur- 
pose stated in that paragraph; 


(c) [Repealed] 


(d) “home ownership savings plan” means. an .arrange- 
ment under which payment is made by an individual 


(i) in trust to a corporation resident in Canada and 
licensed or otherwise authorized under the laws of 
Canada or a province to carry on in Canada the busi- 
ness of offering to the public its services as trustee, 
or 


(ii) as a deposit with a branch or office, in Canada, of 
(A) a person who is, or is eligible to become, a 
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(2) Registration — The Minister shall not accept for regis- 
tration for the purposes of this Act any home ownership sav- 
ings plan unless, in his opinion, the following conditions .are 
complied with: 


(a) the plan does not provide for any payment to be made 
to the beneficiary under or out of the plan other than 


(i) a single payment to the beneficiary to be used by 
him for the purchase of his owner-occupied home, or 


(ii) as.a refund of the excess described in paragraph 
(7)(a) together with any interest, profits or gains at- 
tributable thereto; 


(b) the plan includes a provision stipulating that the pay- 
ment to the beneficiary thereunder is not capable either in 


S. 146.2(1)-(3) 


whole or in part of surrender or assignment except to the 
spouse of the beneficiary on the death of the beneficiary; 


(b.1) the plan, where it involves a depositary, includes a 
provision stipulating that the depositary has no right of 
offset as regards the property held under the plan in con- 
nection with any debt or obligation to the depositary that 
the beneficiary under the plan owes or may thereafter 
owe; 


(c) the plan includes a provision stipulating that the terms 
of the plan cannot be revised, amended or varied except 


(i) to provide that the single payment referred to in 
paragraph (a) shall, on the death of the beneficiary, 
be paid to his spouse, or 


(ii) to delete a provision of the type referred to in 
subparagraph (1); 


(d) the plan includes a provision stipulating that the trus- 
tee or depositary, as the case may be, shall, on the death 
of the beneficiary, transfer or distribute all the property 
held under the plan; 


(e) the beneficiary and the trust established under the 
plan or the depositary involved in the plan, as the case 
may be, are resident in Canada; 


(f) the beneficiary has not previously been a beneficiary 
under a registered home ownership savings plan and has 
not previously claimed a deduction under subsection (4); 


(g) the beneficiary or his spouse with whom he is resid- 
ing does not own, whether jointly with another person or 
otherwise, real property, any portion of which was used 
at any time in the year as a dwelling place by any 
individual; 

(h) the beneficiary or his spouse with whom he is resid- 
ing does not have an interest in a partnership that owns, 
whether jointly or otherwise, real property, any portion of 
which was used at any time in the year as a dwelling 
place by any individual; 


(h.1) the plan requires that no benefit or loan, other than 


(i) a benefit the amount of which is required to be 
included in computing the beneficiary’s income, 


(ii) an amount referred to in any of paragraphs (6)(a) 
to (c), or 


(iii) the benefit derived from the provision of admin- 
istrative or investment services in respect of the plan, 


that is conditional in any way on the existence of the plan 
may be extended to the beneficiary or to a person with 
whom he was not dealing at arm’s length; and 


(i) the plan in all other respects complies with any regula- 
tions of the Governor-in Council made on the recommen- 
dation of the Minister of Finance. 


(3) No tax while trust governed by plan — Except as pro- 
vided in subsection (14), no tax is payable under this Part by 
a trust on the taxable income of the trust for a taxation year if, 
throughout the period in the year during which the trust was 
in existence, the trust was governed by a registered home 
ownership savings plan, except that if the trust has 


(a) borrowed money in the year or has borrowed money 
that it has not repaid before the commencement of the 
year, 


(b) received a gift of property (other than a contribution) 
in the year or has received a gift of property and has not 
divested itself of the property or any property substituted 
therefor before the commencement of the year, or 


(c) carried on any business or businesses in the year 
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tax is payable under this Part by the trust 


(d) where paragraph (a) or (b) applies, on its taxable in- 
come for the year, and 


(e) where neither paragraph (a) nor (b) applies and where 
paragraph (c) applies, on the amount that its taxable in- 
come for the year would be if it had no incomes or losses 
from sources other than from the business or businesses, 
as the case may be. 


Para. 146.2(1)(c) repealed by 1984, c. 1, subsec. 81(1), applicable to 
1985 et seq. and in its application to the 1983 and 1984 taxation 
years, paragraph 146.2(1)(c) shall be read as follows: 


(c) “new home furnishings”, in relation to the acquisition 
thereof by a taxpayer, means any of the following furnishings 
that have not been used or acquired for use before the later of 
April 20, 1983 and the date of their acquisition by the tax- 
payer by any person for any purpose, other than display, 
namely, 


(i) furniture designed for use in the home, other than any 
item of furniture listed or described in, or containing as a 
component part thereof any item listed or described in, 
any of subparagraphs (v) to (viii), 

(ii) counter top stoves, clothes washers, clothes dryers, 
dishwashers, floor polishers, freezers, ovens, refrigera- 
tors, rug shampooers, stoves or vacuum cleaners, other 
than any such item with a purchase price of less than 
$100, 


(iii) curtains, drapes, blinds or interior window shutters, 
or 


(iv) rugs, carpets or underpadding, 
but does not include 


(v) any item listed or described in any of subparagraphs 
(i) to (iv) if the item is for outdoor use or is acquired by 
the taxpayer for the purpose of gaining or producing 
income, 


(vi) clocks, musical instruments and home entertainment 
equipment including games tables, computers, projectors, 
recording equipment, radios, stereos, televisions or video 
games, 


(vii) humidifiers, dehumidifiers, air cleaners or condi- 
tioners, and 
(viii) listed personal property; 

Para. 146.2(1)(c) formerly. read: 
(c) “home furnishings” — “home furnishings” means prop- 
erty as defined by regulation used to furnish a home; 

Para. 146.2(2)(f) substituted by 1984, c. 1, subsec. 81(2), applicable 

to 1983 et seg. Para. 146.2(2)(f) formerly read: 

(f) the beneficiary has not previously been a beneficiary 
under a registered home ownership savings plan; 

Para. 146.2(2)(h.1) added by 1980-81-82-83, c. 140, subsec. 99(1), 

applicable by 1984, c. 1, s. 114 (deemed in force on March 30, 

1983), to plans issued after March 1983. 

Paras. 146.2(2)(b.1) added, (d), (e) substituted by 1980-81-82-83, c. 

40, subsecs. 97(2), (3), in force December 1, 1980. Paras. 146(2)(d), 

(e) formerly read: 

(d) the plan includes a provision stipulating that the trustee 
shall, on the death of the beneficiary, transfer or distribute all 
the property of the trust governed by the plan; 

(e) the beneficiary and the trust established under the plan are 
resident in Canada; 

Para. 146.2(1)(d) substituted by 1980-81-82-83, c. 40, subsec. 

97(1), in force December 1, 1980. Para. 146.2(1)(d) formerly read: 
(d) “home ownership savings plan” means an arrangement 
under which payment is made by an individual in trust to a 
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corporation resident in Canada and licensed or otherwise au- 
thorized under the laws of Canada or a province’ to carry on in 
Canada the business of offering to the public its services as 
trustee, of any periodic or other amount as a payment under 
the trust to be used, invested or otherwise applied by that cor- 
poration for the purpose:of providing to that individual as the 
beneficiary under the arrangement an amount to be used for 
the purchase by him of his owner-occupied home; 


Paras. 146.2(2)(g), (h) substituted by 1977-78, c. 1; subsec. 73(1), 
applicable to 1978 et seg. Paras. 146.2(2)(g), (h) formerly read: 


(g) the beneficiary does not own, whether jointly with another 
person or otherwise, real property in Canada, any portion of 
which was used at any time in the year as a dwelling place by 
any individual; 


(h) the beneficiary does not have an interest in a-partnership 
that owns, whether jointly or otherwise, real property in Can- 

__ada any portion of which was used at any time in the year as a 
dwelling place by any individual; and 


(4) [Repealed under former Act] 


-Pre-RSC History: Subsec. 146.2(4) repealed by 1986, c. 6, sub- 
sec. 82(2), applicable with respect to contributions made under, and 
amounts received out of or under, registered home ownership sav- 
ings plans after May 22, 1985. Subsec.'146.2(4) formerly read: 


(4) Amount of contribution deductible — There may be de- 
ducted in ‘computing the income for a taxation year of a tax- 
payer who, at any time in the year, is a beneficiary under a 
registered home ownership savings plan, the amount of any 
contribution paid by the taxpayer under the plan. during the 
year not exceeding the lesser of 


(a) $1,000; and 


(b) $10,000 minus the aggregate of contributions made 
by him in respect of previous years: 


All that portion of subsec. 146.2(4) preceding para. (a) substituted 
by 1977-78, c. 1, subsec. 73(2), applicable to 1978 et seg. That por- 
tion formerly read: 


(4) There may be deducted in computing the income for a 
taxation year of a taxpayer who is:a beneficiary under a regis- 
tered home ownershipsavings plan or becomes, within 60 
days after the end of the taxation year, a beneficiary thereun- 
der, the amount of any contribution paid by the taxpayer 
under the plan during the year or within 60 days after the end 
of the year (to the extent that it has not been deducted in com- 
puting his income for a previous year), not exceeding the 
lesser of , 


1984 Application: 1984, c. 1, subsec. 81(3) (as amended by 1984, 


c. 45,s. 54) provides that, in its application to the 1983 and 1984 
taxation years, subsec. 146.2(4) shall be read as follows: 


(4) There may be deducted in computing the income for a 
taxation year of a taxpayer who, at any time in the year, is a 
beneficiary under a registered home ownership savings plan, 
the amount of any contribution paid by the taxpayer under the 
plan during the year not exceeding the least of 

(a) $1,000 | 


(b) the aggregate of all contributions paid by the taxpayer 
in the year and before April 20, 1983 plus the amount, if 
any, by which 


(i) the lesser of 


(A) the aggregate of all contributions paid by the 
taxpayer in the year and after April 19, 1983, 
and 


(B) $1,000 
exceeds 


(ii) the aggregate of all amounts each of which is an 
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amount that, by virtue of subparagraph (6)(a)(ii), is 
not required to be included in computing the tax- 
payer’s income pursuant to subsection (6), and 


(c) $10,000 minus the aggregate of all contributions 
made by him in respect of previous taxation years, 


except that where 


(d) the taxpayer or his spouse with whom he resided dur- 
ing the year did not, at any time after 1981 and before the 
date of acquisition of the owner-occupied home de- 
scribed in paragraph (f), own (whether jointly with an- 
other person or otherwise) real property any portion of 
which was used after 1981 as a dwelling place, and 


(e) all amounts in the plan have been received in the year 
by the taxpayer as a beneficiary in satisfaction of all his 
rights under the plan and have been used by him during 
the period beginning on April 20, 1983 and ending on the 
day that is 60 days after the end of the year, to acquire 
within that period his owner-occupied home or his 
owner-occupied home and new home furnishings 
therefor, 


the taxpayer may deduct under this subsection a specified 
amount if 


(f) his owner-occupied home had not been used for any 
purpose other than display before its acquisition by him 
and is inhabited by him before the end of the period re- 
ferred to in paragraph (e), 


(g) no person other than the taxpayer has deducted a 
specified amount under this subsection for a taxation year 
in respect of the acquisition of the same owner-occupied 
home, and 


(h) no amount has-been, and in no case will.be, paid to 
any person under section 34.16.of the, National Housing 
Act in respect of the same owner-occupied home; 


and for the purposes of this section, 
(i) a taxpayer who 
(i) acquired his owner-occupied home described in 


paragraph (f) at any time after April 19, 1983 and 
before March 2, 1985, 


(ii) was otherwise eligible to become a beneficiary 
under a registered home ownership savings plan 
before 1985 and immediately before such acquisi- 
tion, and 


(iii) was not a beneficiary (at any time before filing 
an election in prescribed form) or an applicant to be- 
come a beneficiary (at the time of filing such an elec- 
tion) under a registered home ownership savings 
plan, 


shall, if he so elects before May 1, 1986, be deemed, 
from the time of such election, to have been a beneficiary 
under a registered home ownership savings plan at the 
commencement of 
(iv) the 1983 taxation year, where he acquired his 
owner-occupied home. before January 1, 1984, 
(v) the 1984 taxation year, where he acquired his 
owner-occupied home after February 29, 1984 and 
before March 2, 1985, or 


(vi) the 1983 or the 1984 taxation year, where he ac- 
quired his owner-occupied home after December 31, 
1983 and before March 1, 1984, 


and to have complied with all the requirements of para- 
graph (e) in respect of that year; 


(j) “specified amount” in relation to a taxpayer for a taxa- 
tion year means an amount equal to the lesser of 


(i) the amount determined in respect of the taxpayer 
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for the year under paragraph (c), and 


(ii) the amount, if any, by which the aggregate of the 
cost to the taxpayer of his owner-occupied home de- 
scribed in paragraph (f) and of the new home fur- 
nishings therefor and the taxpayer’s total contribu- 
tions under a registered home ownership savings 
plan in the year exceeds the aggregate of all amounts 
each of which is an amount that, by virtue of para- 
graph (6)(a), was not required to be included in com- 
puting his income for the year or the immediately 
preceding taxation year pursuant to subsection (6) or 
that was deducted in computing his income for the 
year under subsection (6.1), as the case may be; and 


(k) a taxpayer who would have been entitled to claim a 
deduction of a specified amount in respect of a dwelling 
place in the 1983 or 1984 taxation year were it not for the 
fact that, for reasons beyond his control, the dwelling 
place could not be registered under the relevant land re- 
gistration laws at the time he commenced to occupy the 
dwelling place shall be deemed to have acquired the 
dwelling place at the time he commenced its occupation 
if the dwelling place is registered before 1986, and where 
the taxpayer has commenced to occupy the dwelling 
place in 1983 and all amounts in the registered home 
ownership savings plan have been received in 1984 by 
him as a beneficiary in satisfaction of all his rights under 
the plan, 


(i) the taxpayer is deemed to have received all 
amounts in the plan in 1983 in satisfaction of all his 
rights under the plan, and 


(ii) any amount contributed to his plan in 1984 is 
deemed, for the purpose of computing the specified 
amount, to be a contribution made by the taxpayer in 
respect of previous taxation years. 
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(6) Receipts from plan to beneficiary to be included in 
income — There shall be included in computing the income 
of a taxpayer for a taxation year the aggregate of all amounts 
each of which is an amount received by him as a beneficiary 
in the year out of or under a registered home ownership sav- 
ings plan, except to the extent that such amount 


(a) is a payment to the taxpayer and is used by him in the 
year or within 60 days after the end of the year to acquire 
his owner-occupied home; 


(b) has been deemed by subsection (9) to have been re- 
ceived by a beneficiary and has been included in comput- 
ing any taxpayer’s income; or 


(c) is that portion of a refund, made within 120 days after 
the end of the immediately preceding taxation year, that 
is the excess described in paragraph (7)(a). 


All that portion of subsec. 146.2(6) preceding para. (a) substituted 
by 1980-81-82-83, c. 40, subsec. 97(4), in force December 1, 1980. 
That portion formerly read: 


(6) Receipts from trust to beneficiary to be included in 
income — There shall be included in computing the income 
of a taxpayer for a taxation year the aggregate of all amounts 
each of which is an amount received by him in the year from 
a trust governed by a registered home ownership savings 
plan, except to the extent that such amount 


Subsecs. 146.2(5), (6) substituted by 1977-78, c. 1, subsec. 73(3), 
applicable to 1977 et seg. Subsecs. 146.2(5), (6) formerly read: 


(5) No amount may be deducted by a taxpayer under subsec- 
tion (4) for a taxation year in which 


(a) he had an owner-occupied home as defined in para- 
graph (1)(f) if that paragraph were read without reference 
to the phrase ‘“‘or within 60 days after the end of the year” 
where it appears therein; 


(b) he owned, whether jointly with another person or oth- 


1978 Application: 1977-78, c. 1, subsec. 73(12) provides that in 
its application to the 1978 taxation year, all that portion of subsec. 
146.2(4) preceding para. (a) shall be read as follows: 


erwise, real property in Canada, any portion of which 
was used in the year as a dwelling place by any individ- 


ual; or 
(4) There may be deducted in computing the income for a 


taxation year of a taxpayer who, at any time in the year, is a 
beneficiary under a registered home ownership savings plan, 
the amount of any contribution paid by the taxpayer under the 
plan during the year (to the extent that it has not been de- 
ducted in computing his income for a previous year), not ex- 
ceeding the lesser of 


(5), (6) [Repealed under former Act] 


Pre-RSC History: Subsec. 146.2(5) repealed, applicable to 1986 
et seq., Subsec. 146.2(6) repealed, applicable with respect to contri- 
butions made under, and amounts received out of or under, regis- 
tered home ownership savings plans after May 22, 1985, by 1986, c. 
6, subsecs. 82(3), (4). Subsecs. 146.2(5) and (6) formerly read: 


(5) Persons who may not deduct — No amount may be de- 
ducted by a taxpayer under subsection (4) for a taxation year 
if, in that year and the immediately preceding taxation year, 
he or his spouse with whom he resided during both years 


(c) he had an interest in a partnership that owned, 
whether jointly or otherwise, real property in Canada, 
any portion of which was used in the year as a dwelling 
place by any individual. 


(6) There shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year from a trust governed by a registered home ownership 
savings plan, except to the extent that such amounts 


(a) are used by the taxpayer in the year or within 60 days 
after the end of the year to purchase 


(i) his owner-occupied home, or 
(ii) home furnishings for 


(A) the owner-occupied home referred to in sub- 

paragraph (i), or 

(B) the owner-occupied home of his spouse; or 
(b) have been deemed by subsection (9) to have been re- 


ceived by a beneficiary and have been included in com- 
puting any taxpayer’s income. 


1984 Application: 1984, c. 1, subsec. 81(5) provides that in its 
application to the 1984 taxation year, para. 146.2(6)(a) shall read: 


(a) had an owner-occupied home as defined in paragraph 
(1)(f) if that paragraph were read without reference to the 
phrase “or within 60 days after the end of the year” 
where it appears therein; 


(b) owned, whether jointly with another person or other- 


wise, real property, any portion of which was used in 
those years as a dwelling place by any individual; or 


(c) had an interest in a partnership that owned, whether 
jointly or otherwise, real property, any portion of which 
was used in those years as a dwelling place by any 
individual. 


(a) is a payment to the taxpayer that he used in the year or 
within 60 days after the end of the year to acquire his owner- 
occupied home described in paragraph (4)(f), to acquire such 
a home and new home furnishings therefor or to acquire his 
owner-occupied home; 


1984, c. 1, subsec. 81(4) provides that in its application to the 1983 
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taxation year, para. 146.2(6)(a) shall read: (7), (7.1), (8) [Repealed under former Act] 
(a) is a payment Pre-RSC History: Subsecs. 146.2(7), (7.1), (8) repealed by 1986, 
(i) to the taxpayer that he used in the year or within 60 c. 6, subsec. 82(6), applicable with respect to revocations that are 


days. after the end of the year to acquire his owner-occu- effective as of any date after May 22, 1985. Subsecs. 146.2(7), 
pied home described in paragraph (4)(f), to acquire such (7.1), (8) formerly read: 


a home and new home furnishings therefor or to acquire 
his owner-occupied home, or 


(ii) in the case of a taxpayer who was a beneficiary under 
such a plan on. April 19, 1983, to. the taxpayer that he 
used in the year or within 60 days after the end of the 
year to purchase new home furnishings for his personal 
use in Canada if such purchase is proven by filing re- 
ceipts with his return of income for the year under this 
Part; 
1977 Application: 1977-78, c. 1, subsec. 73(13) provides that in 
their application to the 1977 taxation year, subsec. 146.2(5) shall be 
read without reference to the expression “or his spouse with whom 
he resided during both years” and the reference to “real property” in 
paras. 146.2(5)(b), (c) shall be read as a reference to “real property 
in Canada”. In its application to the 1977 taxation year, para. 
146.2(6) shall be read as follows: 


(a) is a payment to the taxpayer and is used by him in the year 
or within 60 days after the end of the year to acquire 


(i) his. owner-occupied home, or 


(ii) home furnishings for the owner-occupied home  re- 
ferred to in subparagraph (i) or the owner-occupied home 
of his spouse;. 


(6.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 146.2(6.1) repealed by 1986, c. 6, 
subsec. 82(5), applicable to 1986 et seg. Subsec. 146.2(6.1) for- 
merly read: 


(7) Revocation — Where at any time after a home owner- 
ship savings plan has been accepted for eae for the 
purposes of this Act 


(a) a taxpayer makes a contribution in respect of the plan 
for a taxation year in excess of the amount deductible by 
him under subsection (4) and the excess, together with 
any interest, profits or gains attributable thereto, has not 
been refunded to the taxpayer out of the plan within 120 
days after the end of the year, 


(b) the Minister is satisfied that the requirements of sub- 
section (2) were not complied with at the time the plan 
was registered or that the plan subsequently failed to 
meet the requirements of paragraph (2)(a), (b), (c), (d) or 
(i), or 

(c) the Minister is satisfied that, in respect of the registra- 
tion of a second plan, the provisions of subsection (17) 
were not complied with, 


the Minister may, where paragraph (a) applies, revoke the re- 
gistration of the plan as of any date following the day that is 
120 days after the end of the year, or where paragraph (b) or 
(c) applies, revoke the registration of the plan referred to 
therein as of any day and he shall thereafter give notice of his 
action by registered mail to the trust or depositary, as the case 
may be, and to the beneficiary. 

(7.1) ldem — Where on any day after June 30, 1982 a benefit 
or loan is extended or continues to be extended as a conse- 
quence of the existence of a registered home ownership sav- 
ings plan and that benefit or loan would be prohibited if the 


(6.1) Deduction in computing income — Where, by virtue plan met the requirement for registration contained in para- 


of subsection (6), an amount has been included in computing 
the income of a taxpayer for a particular taxation year, there 


graph (2)(h.1), the Minister may revoke the registration of the 
plan as of that or any subsequent day that is specified by the 


may be deducted in computing the income of the taxpayer for Minister in a notice given by registered mail to the trust or 


the taxation year that is one of the 3 taxation years next suc- 
ceeding the particular taxation year and in which his owner- 
occupied home is acquired, the lesser of 


(a) the aggregate of all amounts each of which is an 
amount that was used by him in the particular taxation 
year or in any taxation year subsequent to: the particular 
taxation year that is not subsequent to the taxation. year to 
acquire his owner-occupied home, and 


(b) the amount, if any, by which the amount so included 
in computing his income exceeds the portion thereof in 
respect of which an amount has been deducted pursuant 


depositary, as the case may be, and to. the beneficiary. 


(8) Deemed realization on revocation by Minister — 
Where at any time the Minister revokes the registration of a 
registered home ownership savings plan pursuant to subsec- 
tion (7) or (7:1), the beneficiary shall be deemed at that time 
to have received as a beneficiary out of or under a registered 
home ownership savings plan an amount equal to the fair 
market value at.that time of all the property of the plan and, 
notwithstanding subsection (6), no amount may be deducted 
in computing his income in respect of any amounts used to 
purchase an owner-occupied home. 


to paragraph 60() or subsection 61(1) in computing the Subsec. 146.2(7.1) added and subsec. 146.2(8) substituted: by 1980- 


taxpayer's income for the particular taxation year, 81-82-83, c. 140, subsec. 99(2), to add a reference to subsec.’ (7.1). 
except that no amount may be deducted by the taxpayer for a Subsec. 146.2(8) substituted by 1980-81-82-83, c. 40, subsec. 97(7), 
year under this subsection if an amount has been deducted in force December 1, 1980. Subsec. 146.2(8) formerly read: 


under this subsection in computing his income for any pre- 
ceding taxation year. 


Para. 146.2(6.1)(b) substituted and the portion following added by 
1979, c. 5, subsec. 48(1), applicable to 1978 et seq. Para. 
146.2(6.1)(b) formerly read: 


(b) the amount, if any, by, which the amount so included in 
computing his income exceeds the portion thereof in respect 
of which an amount has been deducted pursuant to paragraph 
60(j) or subsection 61(1) in computing the taxpayer’s income 


(8) Where at any time the Minister revokes the registration of 
a registered home ownership savings plan pursuant to subsec- 
tion (7), the beneficiary shall be deemed at that time to have 
received from a trust governed by a registered home owner- 
ship savings plan an amount equal to the fair market value at 
that time of all the property of the trust and, notwithstanding 
subsection (6), no amount may be deducted in computing his 
income in respect of any amounts used to purchase an owner- 
occupied home or home furnishings. 


for the particular taxation year. Para. 146.2(7)(a) and all that portion of subsec. 146.2(7) following 


146.216. 77-78, Cy 1 .73(3), applicable | Pata. 
Sullsees Ati Geb added- byl srBhprcks qubsetad A)sapplicable force December 1, 1980. Para. 146.2(7)(a) and that portion formerly 


read: 


to payments out of a registered home ownership savings plan that 
were included in computing a taxpayer’s income for the 1975 or any 
subsequent taxation year. 


1353 


(c) substituted by 1980-81-82-83, c. 40, subsecs. 97(5), (6), in 


(a) a taxpayer makes a contribution in respect of the plan 


S. 146.2(7), (7.1), (8) 


for a taxation year in excess of the amount deductible by 
him under subsection (4) and the excess, together with 
any interest, profits or gains attributable thereto, has not 
been refunded to the taxpayer by the trustee of a trust 
governed by the plan within 120 days after the end of the 
year, 


the Minister may, where paragraph (a) applies, revoke the re- 
gistration of the plan as of any date following the day that is 
120 days after the end of the year, or where paragraph (b) or 
(c) applies, revoke the registration of the plan referred to 
therein as of any day and he shall thereafter give notice of his 
action by registered mail to the trustee and to the beneficiary. 


(b) the Minister is satisfied that the plan failed to comply with 
the requirements of subsection (2) at the time it was regis- 
tered, or 


Subsec. 146.2(7) substituted by 1976-77, c. 4, s. 57, applicable to 
1976 et seg. Subsec. 146.2(7) formerly read: 


(7) Where at any time after a home ownership savings plan 
has been accepted for registration for the purposes of this Act 


(a) a taxpayer makes a contribution in respect of the plan 
for a taxation year in excess of the amount deductible by 
him under subsection (4) and the excess, together with 
any interest, profits or gains attributable thereto, has not 
been refunded to the taxpayer by the trustee of a trust 
governed by the plan within 120 days after the end of the 
year, or 


(b) the Minister is satisfied that the plan failed to comply 
with the requirements of subsection (2) at the time it was 
registered, 


the Minister may, where paragraph (a) applies, revoke the re- 
gistration of the plan as of any date following the day that is 
120 days after the end of the year, or where paragraph (b) 
applies, revoke the registration of the plan as of any day and 
he shall thereafter give notice of his action by registered mail 
to the trustee and to the beneficiary. 
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Para. 146.2(8.1)(a) substituted by 1980-81-82-83, c. 40, subsec. 
97(8), in force December 1, 1980. Para. 146.2(8.1)(a) formerly read: 


(a) the beneficiary shall be deemed to have received in the 
particular taxation year, from a trust governed by a registered 
home ownership savings plan, an amount equal to the fair 
market value of all the property of the trust as at the end of 
the immediately preceding taxation year; 


Subsec. 146.2(8.1) added by 1977-78, c. 1, subsec. 73(5). 


(9), (10) [Repealed under former Act] 


Pre-RSC History: Subsecs. 146.2(9), (10) repealed by 1986, c. 6, 
subsec. 82(8), applicable with respect to deaths occurring after May 
22, 1985. Subsecs. 146.2(9), (10) formerly read: 


Para. 146.2(7)(b) substituted by 1977-78, c. 1, subsec. 73(4), appli- (9) Deemed realization on death — In the event of the 
cable after March 31, 1977. Para. 146.2(7)(b) formerly read: 


death of a beneficiary, he shall, subject to subsection (10), be 
deemed to have received as a beneficiary out of or under a 
registered home ownership savings plan immediately before 
his death an amount equal to the fair market value at that time 
of all the property of the plan of which he was the 
beneficiary. 


(10) Deemed receipt from plan — Where on the death of a 
beneficiary as a consequence thereof the spouse of the benefi- 
ciary becomes entitled to receive a single payment out of or 
under a registered home ownership savings plan and the 
spouse receives that payment within 15 months after the 
death of the beneficiary, that payment shall for the purposes 
of subsection (6), be deemed to be an amount received by the 
spouse as a beneficiary out of or under a registered home 
ownership savings plan and no amount in respect of that pay- 
ment shall be deemed to have been received by the deceased 
beneficiary immediately before his death. 


Subsecs. 146.2(9), (10) substituted by 1980-81-82-83, c. 40, subsec. 
97(9), in force December 1, 1980. Subsecs. 146.2(9), (10) formerly 
read; 


(9) In the event of the death of a: beneficiary, an amount equal 
to the fair market value at that time of all the property of the 
trust governed by a registered home ownership savings plan 
of which he was the beneficiary shall (subject to subsection 
(10)), be deemed to have been received by him immediately 
before his death from a trust governed by the plan. 


(8.1) [Repealed under former Act] 


(10) Where on the death of a beneficiary and as a conse- 


Pre-RSC History: Subsec. 146.2(8.1) repealed by 1986, c. 6, quence thereof the spouse of the beneficiary becomes entitled 
subsec. 82(7), applicable to 1986 et seg. Subsec. 146.2(8.1) for- to receive a single payment from a trust governed by a regis- 
merly read: tered home ownership savings plan and the spouse receives 


(8.1) Rules applicable to certain taxation years after 
RHOSP entered into — In respect of a particular taxation 
year of a beneficiary under a registered home ownership sav- 
ings plan that is the 21st taxation year of the beneficiary after 
his taxation year in which the plan was entered into, and in 
respect of taxation years subsequent thereto, the following 
rules apply: 


(a) the beneficiary shall be deemed to have received as a 
beneficiary in the particular taxation year, out of or under 
a registered home ownership savings plan, an amount 
equal to the fair market value of all the property of the 
plan as at the end of the immediately preceding taxation 
year; 

(b) notwithstanding subsections (6) and (6.1), no amount 
may be deducted in computing the beneficiary’s income 
in respect of any amounts used to acquire an owner-occu- 
pied home in the particular taxation year or any subse- 
quent taxation year; and 


(c) for the particular taxation year and all taxation years 
subsequent to that year, the plan shall be deemed for the 
purposes of this Act not to be a registered home owner- 
ship savings plan. 


that payment within 15 months after the death of the benefici- 
ary, that payment shall, for the purposes of subsection (6), be 
deemed to be an amount received by the spouse from a trust 
governed by a registered home ownership savings plan and 
no amount in respect of that payment shall be deemed to have 
been received by the deceased beneficiary immediately 
before his death. 


(11)—(21) [Repealed under former Act] 
Pre-RSC History: Subsecs. 146.2(11) to (21) repealed by 1986, c. 
6, subsec. 82(9), applicable to 1986 et seg. Subsecs. 146.2(11) to 
(21) formerly read: 
(11) Amount received from revoked plan deemed 
exempt income — For the purpose of paragraph 20(1)(c), 
any amount received by a taxpayer from a registered home 
ownership savings plan or from such a plan the registration of 
which has been revoked by the Minister pursuant to subsec- 
tion (7) shall be deemed to be exempt income. 
(12) Non-qualified investment — Where in a taxation year 
a trust governed by a registered home ownership savings plan 


(a) acquires a non-qualified investment, or 


(b) uses or permits to be used a property of the trust as 
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security for a loan, 
the fair market value of 


(c) the non-qualified investment at the time it was ac- 
quired by the trust, or 


(d) the property. used as security at the time it com- 
menced to be so used 


as the case may be, shall be included in computing the in- 
come for the year of the taxpayer who is the beneficiary 
under the plan. 


(13) Disposition by trust of non-qualified investment — 
Where in’ a taxation year a trust governed by a registered 
home ownership savings plan disposes of a property that, 
when acquired,.was a non-qualified: investment, there:may be 
deducted in computing the income for the taxation year of the 
taxpayer who is the beneficiary under the plan, an amount 
equal to the lesser of 


(a) the amount that, by virtue of subsection (12), was in- 
cluded in computing the income of that taxpayer in re- 
spect of the acquisition of that property; and 


(b) the proceeds of disposition of the property. 


(14) Idem — Where a trust governed by a registered home 
ownership savings plan has acquired a property that is a non- 
qualified investment, 


_ (a) tax payable under this Part by the trust on the amount 
that its taxable income for the year-would be.if it had no 
incomes or losses from sources other than the property 
that is.a non-qualified investment or no capital gains or 
capital losses other than from the disposition of such 
property, as the case may be, and 


(b) for the purposes of paragraph (a) 


(i) “income” includes dividends described in section 
83, and 


(ii) paragraphs 38(a) and (b) shall be read without 
reference to the words “/2 of’ where they appear 
therein. 


(15) Where disposition of property by trust — Where in a 
taxation year a trust governed by a registered home owner- 
ship savings plan 


(a) disposes of property for a Lacilonntiod greater than 
the fair market value of the property at. the time of the 
disposition, or 


(b) acquires property for a consideration less.than the fair 
market value of the property at the time of the acquisi- 
tion, or for no consideration, 


‘the difference between such fair market value and the consid- 
eration, if any, shall be included in computing the income for 
the taxation year of the beneficiary under the plan. 


(16) Deemed realization — Where in a taxation year a loan 
for which a trust governed by a registered home ownership 
savings plan has used or permitted to be used trust property as 
security ceases to be extant, and the fair market value of the 
property so used was included by virtue of subsection (12) in 
computing the income of the taxpayer who is the beneficiary 
under the plan, there may be deducted in computing the in- 
come of the taxpayer for the taxation year an amount equal to 
the amount, if any, remaining when 


(a) the net loss (exclusive of payments by the trust as or 
on account of interest) sustained by the trust in conse- 
quence of its using or permitting to be used the property 
as security for the loan and not as a result of a change in 
the fair market value of the property 


is deducted from 


S. 146.2(11)-(21) 


mitting to be used the property as security for the loan. 


(17) Registration of “second plan” — Where a beneficiary 
under a registered. home ownership savings plan (in this sec- 
tion referred to as the “first plan”) enters into another ar- 
rangement described in paragraph (1)(d) (in this section re- 
ferred to as the “second plan”), the Minister may, 
notwithstanding paragraphs (2)(f), (g) and (h), register the 
second plan if 


(a) all amounts ‘in the first plan have been paid or trans- 
ferred, on behalf of the beneficiary, to the second plan; 


(b) the second plan complies with the requirements of 
paragraphs (2)(a) to (d) and (i) at the time of the payment 
or transfer; and 


(c) the beneficiary and the trust established under the sec- 
ond plan, or the depositary involved in the second plan, 
as the case may be, are resident in Canada at the time of 
the payment or transfer. 


(18) Transfer of funds — Notwithstanding anything in this 
section, a registered home ownership savings plan may at any 
time be revised or amended to provide for the payment or 
transfer, on behalf of the beneficiary under the plan, of all 
funds thereunder by the corporation with whom the benefici- 
ary has an arrangement described in paragraph (1)(d) to any 
corporation with whom the beneficiary has such an arrange- 
ment, and upon such payment or transfer of those funds 


(a) the. amount so. paid. or transferred. on behalf of the 
beneficiary shall-not,. by reason only of the payment or 
transfer, be included in computing his income under sub- 
section (6); and 


(b) no deduction may be made under subsection (4) or 
section 60 in respect of the amount so paid or transferred 
in computing the income of the beneficiary for a taxation 
year. 


(19) tdem — For the purposes of subsections (4) and (8.1) 
and paragraph (7)(a), the first plan of a particular beneficiary, 
his second plan and any subsequent such second plans are 
deemed to be one plan. 


(20) Where amount credited or added deemed not re- 
ceived — Where an amount is credited or added to a deposit 
with a depositary referred to in subparagraph (1)(d)(ii) as in- 
terest or income in respect of the deposit, and where 


(a) the deposit is a registered home ownership savings 
plan at the time the amount is credited or added to. the 
deposit, and 


(b) the beneficiary under the plan is alive at the time the 
amount is credited or added, 


the amount shall be deemed not to be received by the benefi- 
ciary by reason only of such crediting or adding. 


(21) Payment other than single payment — Notwithstand- 
ing anything in this section, where 


(a) at any time after April 19, 1983 and before 1984 an 
individual receives a payment as a beneficiary out of or 
under a registered home ownership savings plan, 


(b) the individual was the beneficiary under such a plan 
on April 19, 1983, and 


(c) the individual uses an amount equal to the payment to 
purchase on or before February 29, 1984 new home fur- 
nishings for his use in Canada, 


the Minister shall not revoke the plan pursuant to paragraph 
(7)(b) by reason only that such payment was made out of or 
under the plan to the individual. 


Subsec. 146.2(21) added by 1984, c. 1, subsec. 81(6). 


Para. 146.2(17)(c) substituted by 1980-81-82-83, c. 40, subsec. 
97(10), in force December 1, 1980. Para. 146.2(17)(c) formerly 


(b) the amount so included in computing the income of 
the taxpayer in consequence of the trust’s using or per- 
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read: 


(c) the beneficiary and the trust established under the second 
plan are resident in Canada at the time of the payment or 
transfer. 


Subsec. 146.2(20) added by 1980-81-82-83, c. 40, subsec. 97(11), 
in force December 1, 1980. 


All that portion of subsec. 146.2(12) following para. (b) substituted 
by 1979, c. 5, subsec. 48(2),. applicable. in respect of property ac- 
quired or used as, security after November 16, 1978. That portion 
formerly read: 


the cost to the trust of the non-qualified investment or the fair 
market value at the time the property is used as security of the 
property so used, as the case may be, shall be included in 
computing the income for the year of the taxpayer who is the 
beneficiary under the plan. 


All that portion of subsec. 146.2(18) preceding para. (a) substituted 
by 1979, c. 5, subsec. 48(3), to substitute “any” corporation for “an- 
other’ corporation. 


Subsec. 146.2(13) substituted by 1977-78, c: 1, subsec: 73(6). Sub- 
sec. 146.2(13) formerly read: 


(13) Where in a taxation year a trust governed by a registered 
home ownership savings plan disposes of a non-qualified in- 
vestment, the cost of which was included by virtue of subsec- 
tion (12) in computing the income of the taxpayer who is the 
beneficiary under the plan, there may be deducted in comput- 
ing the income of the taxpayer for the taxation year an 
amount equal to the lesser of 


(a) the cost so included in computing the taxpayer’s in- 
come; and 


(b) the proceeds of disposition of the non-qualified 
investment. 


All that portion of subsec. 146.2(14) preceding para. (a) substituted 
by 1977-78, c. 1, subsec. 73(6). That portion formerly read: 


(14) Where a trust has acquired a property that is a non-quali- 
fied investment, 


Subsec. 146.2(19) substituted by 1977-78, c. 1, subsec. 73(7), to add 
reference to subsec. (8.1). 


Subsecs. 146.2(17)-(19) added by 1976-77, c. 4,s..57, applicable to 
1976 et seq. 


(22) Contributions to R.H.O.S.P. after May 22, 
1985 — There. shall be included in computing the 
income of a taxpayer for the 1985 taxation year an 
amount equal to that portion of the income of a reg- 
istered home ownership savings plan, under which 
the taxpayer is a beneficiary, that can reasonably be 
considered to have accrued to the end of 1985, to 
have become receivable or to have been received 
before the end of 1985, and to be attributable to 
amounts contributed after May 22, 1985 to or under 
the plan. 


Pre-RSC History: Subsec. 146.2(22) added by 1986, c. 6, subsec. 
82(10), applicable to the 1985 taxation year. 


(23) Application of subsec. 146.2(1) of R.S.C., 
1952, c. 148 —The definitions in subsection 
146.2(1) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as it read in its 
application to the 1985 taxation year, apply to sub- 


"Sic. This should read “‘in this definition’. 
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section (22). 
Origin of subsec. 146.2(23): R.S.C. 1985, c. 1 (5th Supp.). 


I.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Pre-RSC History [s. 146.2]: S. 146.2 added by 1974-75-76, c. 
26, s. 100, applicable to 1974 et seq. except that in its application to 
the 1974 taxation year the references therein to ‘60 days” shall be 
read as “90 days” and where a contribution is made to a registered 
home ownership savings plan before April 1, 1975, the plan shall be 
deemed to have been registered on January 1, 1975 and the contri- 
bution shall be deemed to have been made on that date. 


Registered Retirement Income Funds 


146.3 (1) Definitions — In this section, 


“annuitant” under a retirement income fund at any 
time means 


(a) the first individual to whom the carrier has 
undertaken to make payments described in the 
definition “retirement income fund” out of or 
under the fund, where the first individual is alive 
at that time, 


(b) after the death of the first individual, a spouse 
(in this paragraph” referred to as the “surviving 
spouse”’) of the first individual to whom the car- 
rier has undertaken to make payments described 
in the definition “retirement income fund” out of 
or under the fund after the death of the first indi- 
vidual, where the surviving spouse is alive at that 
time and the undertaking was made pursuant to 
an election described in that definition of the first 
individual or with the consent of the legal repre- 
sentative of the first individual, and 


(c) after the death of the surviving spouse, an- 
other spouse of the surviving spouse to whom the 
carrier has undertaken, with the consent of the le- 
gal representative of the surviving spouse, to 
make payments described in the definition “‘re- 
tirement income fund” out of or under the fund 
after the death of the surviving spouse, where that 
other spouse is alive at that time; 


Related Provisions: 252(4)(a) — Extended meaning of “spouse” 
and “former spouse”. 


History: The definition “annuitant” in subsec..146.3(1) amended 
by 1994, c. 7,,.Sch. VII (1993, c. 24), subsec. 84(1), applicable to 
deaths occurring after 1990. The definition formerly read: 


“annuitant” under a retirement income fund at any particular 
time means the individual to-whom the carrier has undertaken 
to make the payments described in the definition ‘‘retirement 
income fund” in this subsection out of or under the fund; 


Pre-RSC History: The definition 
146.3(1)(a). 


“annuitant” was para. 


“carrier” of a retirement income fund means 


(a) a person licensed or otherwise authorized 
under the laws of Canada or a province to carry 
on in Canada an annuities business, 
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(b) a corporation licensed or otherwise authorized 
under the laws of Canada or a province to ‘carry 
on in Canada the business of offering to the pub- 
lic its services as trustee, 


(c) a corporation approved by the Governor in 
Council for the purposes of section 146 that is li- 
censed or otherwise authorized under the laws of 
Canada or a province to issue investment con- 
tracts, or 


(d) a person referred. to as a depositary in section 
146, | 


that has agreed to make payments under a retirement 
income fund to the individual who is the annuitant 


under the fund;' 
Pre-RSC History: The definition “carrier” was para. 146.3(1 )(b). 


Subpara. 146.3(1)(b)(iv) added by 1980-81-82-83, c. 40, subsec. 
98(1), in force December 1, 1980: See Table of Concordance. 


Forms: T3RIF-G: Registered retirement fund group information 
return; T3RIF-IND: Registered retirement income fund individual 
information return and income tax return: 


“designated benefit” of an individual in respect of a 
registered retirement income fund means the total of 


(a) such amounts paid out of or under the fund 
after the death of the last annuitant thereunder to 
_ the legal representative of that. annuitant 


(i) as would, had they been paid under the 
fund to the individual, have been refunds of 
premiums (in this paragraph having the mean- 
ing assigned by subsection 146(1)) if the fund 
were a registered retirement savings plan that 
had not matured before the death, and 


(ii) as are designated jointly by the legal rep- 
resentative and. the. individual in prescribed 
form. filed with the Minister, and 


(b) amounts paid out of or under the fund after 
the death of the last annuitant thereunder to the 
individual ‘that’ would be refunds of premiums 
had the fund been a'registered retirement savings 
plan that had not matured ‘before the death; 


Related Provisions: 146.3(6.1) — Designated benefit deemed re- 
ceived; 146.3(6.11) — Transfer of designated benefit. 


History: The definition “designated benefit” ‘added to subsec: 
146.3(1) by 1994, c. 21, subsec. 71(2), applicable to deaths occur- 
ring after 1992. 


Forms: T1090: Designating an amount received from an RRIF to 
be a designated benefit. 


“minimum amount” under a retirement income 
fund for the year in which the fund is entered into is 
nil and for each subsequent year is the product ob- 
tained when the fair market value of the property 
held in connection with the fund at the beginning of 
that subsequent year is multiplied by 


(a) where the first annuitant under the fund 
elected in respect of the fund under paragraph 
(b), as it read before 1992, or under subparagraph 
146.3(1)(H(i) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, as it 


S. 146.3(1) min 


read before 1986, to use the age of another indi- 
vidual, the prescribed amount for that subsequent 
year in respect of the other individual, 


(b) where paragraph (a) does not apply and the 
first annuitant under the fund so elects before any 
payment has been made under the fund by the 
carrier, the prescribed amount for that subsequent 
year in respect of an individual who was the 
spouse of the first annuitant at the time of the 
election, or 


(c) in any other case, the prescribed amount for 
that subsequent year in respect of the first annui- 
tant under the fund; 


Related Provisions: 146.3(1)“retirement income fund” — Re- 
quirement to withdraw minimum amount annually; 146.3(2)(e.1) — 
Acceptance of fund for registration; 146.3(5.1) — Amount included 
in income; 252(4) — Extended meaning of spouse; Income Tax 
Conventions Interpretation Act 5“‘periodic pension payment”(c) — 
Withdrawal of more than twice the minimum amount per year is not 
“periodic”. 

History: The definition “minimum amount” in subsec. 146.3(1) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 84(2), 
applicable 


(a) to 1992 et seq. with respect to retirement income funds 
(i) entered into after February 1986, and 


(ii) entered into before March 1986 and revised or amended 
after February 1986 and before 1992; and 


(b) to the taxation year in which a retirement income fund is 
first revised or amended after February 1986 and to subsequent 
taxation years, where the fund was entered into before March 
1986 and was not revised or amended after February 1986 and 
before 1992. 


However, the amended definition does not apply, for the purposes 
of subsec. 146.3(5.1), prescribed rules made for the purpose of sub- 
section 153(1) of the Act, and section 5 of the Income Tax Conven- 
tions Interpretation Act, to payments made before 1993. The defini- 
tion formerly read: 


“minimum amount” under a retirement income fund 


(a) for the year in which the fund was entered into is nil 


and 
(b) for each subsequent year, the amount determined by 
the formula 
A 
90-B 
where 


A » is the fair market value of the property held in con- 
nection with the fund at the beginning of the year, 
and 


B. is 
(i) the number that is, or would be, the age in 


whole years of the annuitant at the beginning of 
the year, or 


(ii) where the annuitant so elects before any pay- 
ment has been made by the carrier of the fund, 
the number that is or would be the age in whole 
years of the annuitant’s spouse at the beginning 
of the year; 


Pre-RSC History: The definition “minimum amount” was para. 
146.3(1)(b.1). 
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Para. 146.3(1)(b.1) added by 1986, 


(a) for 1986 ef seg. with respect to RRIFs entered into after 
February 1986; and 

(b), with respect to each RRIF that was entered into before 
March 1986 and that is revised or amended after February 
1986, for the taxation year in which it is revised or amended, 
and‘ following taxation years. 


¢e. 55, subsec. 57(1), applicable 


Regulations: 7308 (prescribed amount). 

I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 

Interpretation Bulletins: IT-528: Transfers of funds bee 
registered plans. 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


‘property held” in connection with a retirement in- 
come fund means property held by the carrier of the 
fund, whether held by the carrier as trustee or benefi- 
cial owner thereof, the value-of which, or the income 
or loss from which, is relevant in determining the 
amount for a year payable to the annuitant under the 
fund; 

Pre-RSC History: The definition 
146.3(1)(c). 

Para. 146.3(1)(c) 
applicable 


“property held” was para. 


substituted by 1986, c. 55, ‘subsec. 57(2), 


(a) for 1986 et seg. with respect.to RRIF entered into after Feb- 
ruary 1986; and 

(b) with respect to each RRIF that was entered into before 
March 1986 and that is revised or amended after February 
1986, for the taxation year in which it is revised or amended, 
and the following taxation years. 


Subsec. 146.3(1)(c) formerly read: 


(c) “property held in connection with the arrangement”, means 
property held by a carrier of a retirement income fund, 
whether held bythe carrier as trustee or beneficial.owner 
thereof, 

(i) the value of which, or 

(ii) the income. or loss from which 


is releyant in determining the amount,payable in-a year to the 
annuitant under the fund; 


“qualified investment” for a trust governed by a 
registered retirement income fund means 


(a) an investment that would be described in any 
of paragraphs (a), (b), (d) and (f) to (h) of the def- 
inition “qualified investment” in section 204 if 
the references in that definition to “a trust gov- 
erned by a deferred profit sharing plan or revoked 
plan” were read as references to “a trust governed 
by a registered retirement income fund”, 


(b) a bond, debenture, note or similar obligation 
of a corporation the shares of which are listed on 
a prescribed stock exchange in Canada, and 


(c) such other investments as may be prescribed 
by regulations of the Governor in Council made 
on the recommendation of the Minister of 
Finance; 

Related Provisions: 87(10) — New share issued on amalgama- 


tion of public corporation deemed to be listed’ on prescribed stock 
exchange; 132.2(1)(k) — Where share ceases to be qualified invest: 
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ment-due to mutual fund reorganization. 


Pre-RSC History: The definition “qualified investment” was 
para. 146,3(1)(d). 


Para. 146.3(1)(d) substituted by 1980-81-82-83, c. 48, subsec. 
81(1), applicable to 1981 et seq. Para. 146.3(1)(d) formerly read: 


(d) “qualified investment” for a registered retirement income 
fund means property that would be a qualified investment for 
a registered retirement savings plan other than property that is 
a life annuity contract: 


Regulations: 221 (information return by issuer of qualified invest- 
ment); 3200, 3201 (prescribed stock exchanges; but see also ITA 
87(10)); 4900, 4901, 5100-5104 (prescribed investments). 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


“registered retirement income fund” means a re- 
tirement income fund accepted by the Minister for 
registration for the purposes of this Act and regis- 
tered under the Social Insurance Number of the first 
annuitant under the fund; 

Related Provisions: 18(1)(u) — Investment counselling fees for 


RRSP are non-deductible; 248(1)“registered retirement income 
fund” — Definition applies to entire Act. 


Pre-RSC History: The definition “ 
fund” was para. 146.3(1)(e). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


registered retirement income 


“retirement income fund” means an arrangement 
between a carrier and an annuitant under which, in 
consideration for the transfer to the carrier of prop- 
erty, the carrier undertakes to pay to the annuitant 
and, where the annuitant so elects, to the annuitant’s 
spouse after the annuitant’s death, in each year that 
begins not later than the first calendar year after the 
year in which the arrangement was entered into one 
or more amounts the total of which is not less than 
the minimum amount under the arrangement for the 
year, but the amount of any such payment shall not 
exceed the value of the property held in connection 
with the arrangement immediately before the time of 
the payment. ; 

Related Provisions: 146.3(1)“minimum amount” — determina- 


tion of minimum amount to be paid out; 248(1)“retirement income 
fund” — Definition applies to entire Act. 


History: The definition “retirement income fund” in subsec. 
146.3(1) substituted by 1994, c. 21, subsec. 71(1), paplig epics 


(a) to 1992 et seg. with respect to 
(i) retirement income funds entered into after February 
1986, and 


(ii) retirement income funds entered into before March 
1986 and revised or amended after February 1986 and 
before 1992; and 


(b) where a retirement income fund was entered into before 
March 1986 and was not revised or amended after February 
1986 and before 1992, to the taxation year in which the fund is 
first revised or amended after February 1986 and to subsequent 
taxation years. 


That definition formerly read: 
“retirement income fund” means an arrangement between a 
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carrier and an annuitant under which, in consideration for the 
transfer to the carrier of property (including money), the car- 
rier undertakes to pay to the annuitant and, where the annui- 
tant so elects, to the annuitant’s spouse after the annuitant’s 
death, BS 


(a) in each year, commencing not later than the first cal- 
endar year after the year in which the arrangement is en- 
tered into, one or more amounts the total of which is not 
less than the minimum amount under the arrangement for 
a year, but the amount of any such payment shall not ex- 
ceed the value of the property held in connection with the 
arrangement immediately before the time of the payment, 
and 


(b) at the end of the year in which the last payment under 
the arrangement is, in accordance with the terms and con- 
ditions of the arrangement, required to be made, an 
amount equal to the value of the property, if any, held in 
connection. with the arrangement at that time. 


Pre-RSC History: The definition “retirement income fund” was 
para. 146.3(1)(f). 


Para. 146.3(1)(f) substituted by 1986, c. 55, subsec. 57(3), 


applicable: 


(a) for 1986 et seg. with respect to registered retirement income 
funds entered into after February 1986; and 


(b) with respect. to each registered retirement income fund that 
was entered into before March 1986 and that is revised or 
amended after February 1986, for the taxation year in which it 
is revised or amended, ef seq. 


Para. 146.3(1)(f) formerly read: 


(f) “retirement income fund” means an arrangement between 
a carrier and an individual under which, in consideration for 
the transfer to the carrier of property (including money), the 
carrier undertakes to pay to the individual and, where the in- 
dividual so elects, to his spouse after his death should he die 
before the arrangement ceases, 


(i) in each year, commencing with the first complete cal- 
endar year after the arrangement is entered into, one or 
more amounts, the aggregate of which is equal to the 
amount that would be payable in the year under a single 
premium annuity contract purchased at a cost equal to the 
fair market value of the property held in connection with 
the arrangement at the beginning of the year if 


(A) the annuity provided for equal annual payments 
throughout its term; 


_ (B) the interest rate, if any, used in computing the 
annuity payment were such rate as the annuitant 
designates in respect of the year, not exceeding 6% 
per annum, and 


(C) the term of the annuity in years were equal to the 
number that is 


(1) the difference between 90 and the number 
that is, or would be, the age in whole years of the 
individual at the beginning of the year, or 


(II) if the individual’s spouse is younger than the 
individual and he so elects before the beginning 
of the first complete calendar year after the ar- 
rangement is entered into, the difference be- 
tween 90 and the number that is, or would be, 
the age in whole years of his spouse at the begin- 
ning of the year, 


but the amount of any such payment shall not exceed the 
value of the property held in connection with the arrange- 
ment immediately before the time of the payment, and 


(ii) at the end of the year in which the last payment under 
the arrangement is, in accordance with the terms and con- 


S. 146.3(2)(a) 


ditions of the arrangement, required to be made, an 
_ amount equal to the value of the property, if any, held in 
connection with the arrangement at that time. 


Subpara. 146.3(1)(f)(@) substituted by 1980-81-82-83, c. 140, sub- 
sec. 100(1), applicable to 1982 et seg. Subpara. 146.3(1)(f)(i) for- 
merly read: 


(i) in each year commencing with the first complete calendar 
year after the arrangement is entered into, in one or more pay- 
ments, an amount equal to that proportion of the value of the 
property held in connection with the arrangement at the be- 
ginning of the year that one is of the number that is 


(A) the difference between 90. and the number that is, or 
would be, the age in whole years of the individual at the 
beginning of the year, or 
(B) if the individual’s spouse is younger than the individ- 
ual and he so elects before the beginning of the first com- 
plete calendar year after the arrangement is entered into, 
the difference between 90 and the number that is, or 
would be, the age in whole years of his spouse at the be- 
ginning of the year, 
but the amount of any such payment shall not exceed the 
value of the property held in connection with the arrangement 
immediately before the time of the payment, and 
Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


(1.1) [Repealed] 


History: Subsec. 146.3(1.1) repealed by 1994, c..7, Sch. VIII 
(1993, c. 24), subsec. 84(3), applicable after 1992 [see now subsec. 
252(4)]; and, in applying the subsec. in 1991 and 1992, the refer- 
ence therein to “minimum amount” shall be read as “annuitant”, 
“minimum amount””’. Subsec. (1.1) formerly read: 
(1.1) Definition of “spouse” — For the purposes of the defi- 
nitions “minimum amount” and “retirement income fund” in 
subsection (1) paragraph (2)(d), subparagraph (2)(f)(iv), sub- 
section (6) and paragraph (14)(b), “spouse” has the meaning 
assigned by subsection 146(1.1). 
Pre-RSC History: Subsec. 146.3(1.1) added by 1990, c. 35, sub- 
sec, 14(1), applicable after 1987. 


(2) Acceptance of fund for registration — The 
Minister shall not accept for registration for the pur- 
poses of this Act any retirement income fund of an 
individual unless, in the Minister’s opinion, the fol- 
lowing conditions are complied with: 
(a) the fund provides that the carrier shall make 
only those payments described in paragraphs (d) 
and (e), the definition “retirement income [fund]’’ 
in subsection (1) and paragraph (14)(b); 
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When the Statute Re 
Supplement of the Revised Statues of C: 
in paragraph 146.3(2)(a) to paragraph () 
“retirement incom we 
“retirement incom 


ment corrects that 


(b) the fund provides that payments thereunder 
may not be assigned in whole or in part; 


(c) where the carrier is a person referred to as a 
depository in section 146, the fund provides that 


(i) the carrier has no right of offset as regards 
the property held in connection with the fund 
in respect of any debt or obligation owing to 
the carrier, and 


(11) the property held in connection with the 
fund cannot be pledged, assigned or in any 
way alienated as security for a loan or for any 
purpose other than that of the making by the 
carrier to the annuitant those payments de- 
scribed in paragraph (a); 


(d) the fund provides that, except where the annu- 
itant’s spouse becomes the annuitant under the 
fund, the carrier shall, as a consequence of the 
death of the annuitant, distribute the property 
held in connection with the fund at the time of the 
annuitant’s death or an amount equal to the value 
of such property at that time; 


(e) the fund provides that, at the direction of the 
annuitant, the carrier shall, in prescribed form 
and manner, transfer all or part of the property 
held in connection with the fund, or an amount 
equal to its value at the time of such direction 
(other than property required to be retained in ac- 
cordance with the provision described in para- 
graph (e.1)), together with all information neces- 
sary for the continuance of the fund, to any 
person who has agreed to be a carrier of another 
registered retirement income fund of the 
annuitant; 


(e.1) the fund provides that where an annuitant, at 
any time, directs that the carrier transfer all or 


part of the property held in connection with the | 


fund, or an amount equal to its value at that time, 
to any person who has agreed to be a carrier of 
another registered retirement income fund, as de- 
scribed in paragraph (e), the carrier shall retain an 
amount equal to the lesser of 


(i) the fair market value of such portion of the 
property as would, if the fair market value 
thereof does not decline after the transfer, be 
sufficient to ensure that the minimum amount 
under the fund for the year in which the trans- 
fer is made may be paid to the annuitant in the 
year, and 
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(i1) the fair market value of all the property; 


(f) the fund provides that the carrier shall not ac- 
cept property as consideration thereunder other 
than property transferred from 


(i) a registered retirement savings plan under 
which the individual is the annuitant, 


(ii) another registered retirement income fund 
under which the individual is the annuitant, 


(iii) the individual to the extent only that the 
amount of the consideration was an amount 
described in subparagraph 60(1)(v), 


(iv) a registered retirement income fund or 
registered retirement savings plan of the indi- 
vidual’s spouse or former spouse under a de- 
cree, order or judgment of a competent tribu- 
nal, or under a written separation agreement, 
relating to a division of property between the 
individual and the individual’s spouse or for- 
mer spouse in settlement of rights arising out 
of, or on the breakdown of, their marriage, 


(v) a registered pension plan of which the in- 
dividual is a member (within the meaning as- 
signed by subsection 147.1(1)), 


(vi) a registered pension plan in accordance 
with subsection 147.3(5) or (7), or 


(vii) a provincial pension plan in circum- 
stances to which subsection 146(21) applies; 


(g) the fund requires that no benefit or loan, other 
than 


(i) a benefit the amount of which is required 
to be included in computing the annuitant’s 
income, 


(ii) an amount referred to in paragraph (5)(a) 
or (b), or 


(iii) the benefit derived from the provision of 
administrative or investment services in re- 
spect of the fund, 


that is conditional in any way on the existence of 
the fund may be extended to the annuitant or to a 
person with whom the annuitant was not dealing 
at arm’s length; and 


(h) the fund in all other respects complies with 
regulations of the Governor in Council made on 
the recommendation of the Minister of Finance. 


Related Provisions: 146.3(11) — Change in fund after registra- 
tion; 146.3(14) — Transfers; 172(3) — Appeal from refusal to reg- 
ister; 248(8) — Occurrences as a consequence of death; 252(4) — 
Extended meaning of “spouse” and “former spouse”. 


History: Subpara. 146.3(2)(f)(vii) added by 1994, c. 21, subsec. 
71(3), applicable after 1991. 


Para. 146.3(2)(d) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 84(4), applicable after 1990. Para. (d) formerly read: 


(d) the fund provides that, except where the annuitant’s 
spouse becomes the annuitant under the fund pursuant to the 
terms of the fund or the provisions of the will of the deceased 
annuitant, the carrier shall, as a consequence of the death of 
the annuitant, distribute the property held in connection with 


1360 


Div. G — Special Income’ Arrangements 


the fund at the time of death or an amount equal to the value 
of the property at that time; 


Subpara. 146.3(2)(f)(iv) amended applicable after 1992, and sub- 
paras. (f)(v) and (vi) added applicable after August 29, 1990, by 
1994, c. 7, Sch. VII (1993, c. 24), subsecs. 84(5) and (6). Subpara. 
(f)Gv) formerly read: 


(iv) a registered retirement income fund or registered retire- 
ment savings plan of the individual’s spouse or former spouse 
pursuant to a decree, order or judgment of a competent tribu- 
nal or a written separation agreement, relating to a division of 
property between the individual and the individual’s spouse 
or former spouse in settlement of rights arising out of their 
marriage or other conjugal relationship, on or after the break- 
down of their marriage or other relationship; 


Para. 146.3(2)(e) amended to add “(other than property-required to 
be retained in accordance with the provision described in paragraph 
(e.1))”, and para. (e.1) added, by 1994, c. 7, Sch. II (1991, c. 49), s. 
119, applicable to RIFs entered into after July 13, 1990. 


Pre-RSC History: Subpara. 146.3(2)(f)(v) substituted by 1990, c. 
_35, subsec. 14(2), applicable after 1987. Subpara. (2)(f)(iv) formerly 
read: 


(iv) a registered retirement income fund or registered retire- 
ment savings plan of his spouse or former spouse pursuant to 
a decree, order or judgment of a competent tribunal or a writ- 
ten separation agreement, relating to a division of property 
between the annuitant and his spouse or former spouse in set- 
tlement of rights arising out of their marriage, on or after the 
breakdown of their marriage; 


Subsec. 146.3(2) substituted by 1986, c, 55, subsec. 57(4), 
applicable 


(a) for 1986 et seg. with respect to registered retirement income 
funds entered into after February 1986; and 


(b) with respect to,each registered retirement income fund that 
was entered into before March 1986 and that is revised or 
amended after February 1986, for the taxation year in which it 
is revised or amended, et seq. 


Subsec. 146.3(2) formerly read: 


(2) Acceptance of fund for registration — The Minister 
shall not accept for registration for the purposes of this Act 
any retirement income fund unless, in his opinion, the follow- 
ing conditions are complied with: 


(a) the fund provides that the carrier shall make the pay- 
ments described in paragraph (1)(f) and no other pay- 
ments under the fund; 


(b) the fund includes a provision stipulating that, except 
on the death of the annuitant, no payment thereunder is 
capable either in whole or in part of surrender, commuta- 
tion or assignment; 


(b.1) the fund, where the carrier is a person referred to in 
subparagraph (1)(b)(iv), includes provisions. stipulating 
that 


(i) the carrier has no right of offset as regards the 
property held under the fund in connection with any 
debt or obligation owing to the carrier, and 


(ii) the property held under the fund cannot be 
pledged, assigned or in any way alienated for a loan 
or for any purpose other than that of the making by 
the carrier to the annuitant those payments described 
in paragraph (1)(f); 
(c) the individual is not an annuitant under another regis- 
tered retirement income fund; 


(d) the fund includes a provision stipulating that, except 
where the annuitant’s spouse becomes the annuitant 
under the fund pursuant to the terms of the fund or the 
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provisions of the will of the deceased annuitant, the car- 
rier shall, as a consequence of the death of the annuitant, 
distribute the property held in connection’ with the ar- 
rangement at the time of his death or an amount equal to 
the value of such property at that time; 

(e) the fund includes a provision stipulating that, at the 
direction of the annuitant, the carrier shall, in prescribed 
form and manner, transfer all the property held in con- 
nection with the arrangement or an amount equal to its 
value at the time of such direction, together with all in- 
formation necessary for the continuance of the fund, to 
any person who is a carrier; 


(f) the fund includes a provision stipulating that the car- 
rier shall not accept property as consideration thereunder 
other than property transferred from 


(i) a registered retirement savings plan under which 
the individual is the annuitant (within the meaning of 
paragraph 146(1)(a)), or 
(ii) another registered retirement income fund under 
which the individual is the annuitant; 

(f.1) the fund requires that no benefit or loan, other than 


(i) a benefit the amount of which is required to be 
included in computing the annuitant’s income, 

(ii) an amount referred to in paragraph (5)(a) or (b), 
or 


(iii) the benefit derived from the provision of admin- 
istrative or investment services in respect of the fund, 


that is conditional in any way on the existence of the fund 
may be extended to the annuitant or to a person with 
whom he was not dealing at arm’s length; and 


(g) the fund in all other respects complies with regula- 
tions of the Governor in Council made on the recommen= 
dation of the Minister of Finance. 


Para. 146.3(2)(f.1) added by 1980-81-82-83, c. 140, subsec. 100(2), 
applicable by 1984, c. 1, s. 115 (deemed in force on March 30, 
1983), to plans issued after March 1983. 


Para. 146.3(2)(b.1) added by 1980-81-82-83, c. 40, subsec. 98(2), in 
force December 1, 1980. 


Para. 146.3(2)(e). substituted by 1979, c. 5, subsec..49(1), to delete 
“other” from before “person”’. 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans. 


Information Circulars: 78-18R5; Registered retirement income 
funds; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. 


Forms: T550: Application for registration; T2033: Direct transfer 
under para. 146(16)(a) or 146.3(2)(e). 


(3) No tax while trust governed by fund — Ex- 
cept as provided in subsection (9), no tax is payable 
under this Part by a trust on the taxable income of 
the trust for a taxation year if, throughout the period 
in the year during which the trust was in existence, 
the trust was governed by a registered retirement in- 
come fund of an individual, except that if the trust 
has 


(a) borrowed money in the year or has borrowed 
money that it has not repaid before the com- 
mencement of the year, 


(b) received a gift of property (other than a trans- 
fer from a registered retirement savings plan 
under: which the individual is the annuitant 
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(within the meaning of subsection 146(1)) or a 
transfer from a registered retirement income fund 
under which the individual is the annuitant) 


(i) in the year, or 


(ii) in a preceding year and has not divested 
itself of the property or any property substi- 
tuted therefor before the commencement of 
the year, or 


(c) carried on any business or businesses in the 
year, 


tax is payable under this Part by the trust, 


(d) where paragraph (a) or (b) applies, on its taxa- 
ble income for the year, and 


(e) where neither paragraph (a) nor (b) applies 
and where paragraph (c) applies, on the amount, 
if any, by which 


(1) the amount that its taxable income for the 
year would be if it had no incomes or losses 
from sources other than from the business or 
businesses, as the case may be, 


exceeds 


(ii) such portion of the amount determined 
under subparagraph (i) in respect of the trust 
for the year as can reasonably be considered 
to be income from, or from the disposition of, 
qualified investments for the trust. 
Related Provisions: 146.3(3.1) — Exception; 146.3(9) — Tax 
on income from non-qualified investments; 146.3(15) — Amount 
earned on RRIF deposit account not taxable to annuitant; 
149(1)(x) — RRIF exempt from tax; 206(2) — Part XI tax on ex- 
cess holdings of foreign property; 207.1(4) — Tax payable by RRIF 
on non-qualified investments; 248(5) — Substituted property; Can- 
ada-U.S. tax treaty, Art. XVIII:5 — Deferral of income accruing in 
retirement plan. 


History: Para. 146.3(3)(e) substituted by 1994, c. 21, subsec. 71(4), 
applicable to 1993 et seg. That para. formerly read: 
(e) where neither paragraph (a) nor (b) applies and where par- 
agraph (c) applies, on the amount that its taxable income for 
the year would be if it had no incomes or losses from sources 


other than from the business or businesses, as the case may 
be. 


Information Circulars: 78-18R5: Registered retirement income 
funds. = 


(3.1) Exception — Notwithstanding subsection (3), 
if the last annuitant under a registered retirement in- 
come fund has died, tax is payable under this Part by 
the trust governed by the fund on its taxable income 
for each year after the year following the year in 
which the last annuitant under the fund died. 


Related Provisions: 104(6)(a.2) — Deduction for amounts paid 
out to beneficiaries. 


History: Subsec. 146.3(3.1) substituted by 1994, c. 21, subsec. 
71(5), applicable to 1993 et seg. That subsec. formerly read: 


(3.1) Exception — Notwithstanding subsection (3), if the last 
annuitant under a registered retirement income fund has died, 
tax is payable under this Part by the trust governed by the 
fund on its taxable income for each year after the year of the 
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annuitant’s death. 


Pre-RSC History: Subsec. 146.3(3.1) added by 1979, c. 5, subsec. 
49(2), applicable to 1979 et seq. 


(4) Disposition or acquisition of property by 
trust — Where at any time in a taxation year a trust 
governed by a registered retirement income fund 


(a) disposes of property for a consideration less 
than the fair market value of the property at the 
time of the disposition, or for no consideration, or 


(b) acquires property for a consideration greater 
than the fair market value of the property at the 
time of the acquisition, 


2 times the difference between that fair market value 
and the consideration, if any, shall be included in 
computing the income for the taxation year of the 
taxpayer who is the annuitant under the fund at that 
time. 


Related Provisions: 212(1)(q), 214(3)(i) — Non-resident with- 
holding tax. 


Regulations: 215(3) (information return). 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


(5) Benefits taxable — There shall be included in 
computing the income of a taxpayer for a taxation 
year all amounts received by the taxpayer in the year 
out of or under a registered retirement income fund 
other than the portion thereof that can reasonably be 
regarded as 


(a) part of the amount included in computing the 
income of another taxpayer by virtue of subsec- 
tions (6) and (6.2); or 


(b) an amount received in respect of the income 
of the trust under the fund for a taxation year for 
which the trust was not exempt from tax by virtue 
of subsection (3.1). 


Related Provisions: 56(1)(t)— Income from RRIF; 60(1) — 
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Transfer of refund of premium under. RRSP; 146.3(15) — Amount 
earned in RRIF deposit account not taxable; .147.3(13,1) — With- 
drawal of excessive transfers to RRSPs and RRIFs;. 153(1)(_) — 
Withholding of tax on RRIF payments, 160.2(2) — Joint and sev- 
eral liability where non-annuitant receives amount from RRIF; 
212(1)(q) — Withholding tax on RRIF. payment: to non-resident; 
Canada-U.S. tax treaty, Art. XVIII:7 — Deferral ‘of income accru- 
ing in retirement plan. 


Pre-RSC History: Subsec. 146.3(5) substituted’ by 1979, ce.'S, 
subsec. 49(3), applicable after June 29, 1978. Subsec. 146.3(5) for- 
merly read: ‘ 


(5) There shall be included in computing the income of a tax- 
‘payer for a taxation year all amounts received by him in the 
year out of or under a registered retirement income fund. 


Regulations: 215(2) (information return). 

information Circulars: 78-18R5: Registered retirement income 
funds. ; 

Forms: See at end of s. 146.3. 


(5.1) Amount included in income — Where at 
any time in a taxation year a particular amount in re- 
spect of a registered retirement income fund that is a 
spousal plan (within the meaning assigned by sub- 
section 146(1)) in relation toa taxpayer is required 
to be included in the income of thé taxpayer’s spouse 
and the taxpayer is not living separate and apart from 
the taxpayer’s spouse. at that time by reason of the 
~ breakdown of their marriage, there shall be included 
at that time in computing the taxpayer’s income for 
the year an amount equal to the least of  _ 


(a) the total of all amounts:each of which is a pre- 
mium (within the meaning assigned by subsec- 
tion 146(1)) paid by the taxpayer in the year or in 
one of the two immediately preceding taxation 
years to a registered retirement savings plan 
under which the taxpayer’s spouse was the annui- 
tant (within the meaning assigned by subsection 
146(1)) at the time the premium was paid, 


(b) the particular amount, and 
(c) the amount, if any, by, which 
(i) the total of all amounts each of which is an 
amount in respect of the fund that is required, 
in the year and at or before that time, to be 
included in the income of the taxpayer’s 
‘ spouse oad gicini 
exceeds | i 


(i) the minimum amount under the fund for 
the year. : 


Related Provisions: 60(1) — Transfer. of refund of premiums 
under RRSP; 60(j.2)— Transfer to spousal,,. RRSP; 146(8.21) — 
Premium deemed not paid; 146(8.3) — Spousal RRSP payments, 
146(8.6) — RRSP — Spouse’s income; 146.3(5.4) — Spouse’s in- 
come; 146.3(5.5)— Application of subsec. (5.1);,147.303.1) — 
Withdrawal of excessive transfers to RRSPs and RRIFs; 
252(4)(a) — Extended meaning of “spouse”. 
Pre-RSC History: Subsec. 146.3(5.1) substituted by 1990, c. 35, 
subsec. 14(3), applicable to 1989 et seq. except that in its applica- 
tion to the 1989 and 1990 taxation years the subsec. shall be read as 
follows: 

(5.1) Where at any time in a taxation year a particular 

amount, in respect of a registered retirement income fund that 
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received property from a registered retirement savings plan to 
which a premium deductible under paragraph 60(j.2) or sub- - 
section 146(5.1) has been paid, is required to be included in 
the income of the taxpayer’s spouse, except where the: tax- 
payer is living separate and apart from the taxpayet’s spouse 
at that time by reason of the breakdown of their marriage, all 
_ premiums paid by the taxpayer in the year or in one of the 
two immediately preceding taxation years to. the extent that 
they were deductible under paragraph 60(j.2) or subsection 
146(5.1) in computing the taxpayer’s income for a year shall 
be included at'that time in computing the taxpayer’s income 
for the year to the extent that the aggregate of the particular 
amounts paid in the year exceeds the minimum amount under 
the fund for the year. : : 
Subsec. (5.1) formerly read: 
(5.1) Amount included in income — Where at any time in.a 
taxation year a particular amount in respect of a registered 
retirement income fund, that received property froma regis- 
tered tetirement savings plan to which a premium deductible 
under subsection 146(5.1) has been paid, is required to be in- 
cluded in the income:of the taxpayer’s spouse, except where 
the taxpayer is living separate and apart from his.spouse at 
that time by reason of the breakdown of their marriage, all 
premiums paid by the taxpayer in the year or in-one of the 
two immediately preceding taxation years to the extent that 
they were deductible under subsection 146(5.1) in computing 
his income for a year shall be included at that time in comput- 
ing the taxpayer’s income for the year to the extent that the 
aggregate of the particular amounts paid in the year exceeds 
the minimum amount under the fund for the year. 


1994, c. 7, Sch. VIII (1993, c: 24), subsec. 84(10), provides that the 
amended definition of “minimum amount” in subsec. 146.3(1) does 
not apply for the purposes of subsec. 146.3(5.1) to payments made 
before 1993. oa 


See also after subsec. 146.3(5.5). 

Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-124R6: Contributions to registered retire- 
ment savings plans. . 


Forms: £2205: Calculation of amounts from a spousal RRSP or 
RRIF to be included in income. 


(5.2) [Repealed under former Act] 


Pre-RSC History: Subsec., 146.3(5.2) repealed by 1990, c. 35, 

subséc. 14(4), applicable to 1991 ef seg. Subsec. (5.2) formerly 

read: | we jac 
(5.2) Interpretation — A registered retirement income fund 
to which a payment or transfer has been made from a regis- 
tered retirement income fund described in subsection (5.1) 
shall be deemed to be a fund described in subsection @:1): 


See also after subsec.: 146.3(5.5). 


(5.3) Ordering — Where a taxpayer has paid more 
than one premium described in subsection (5.1), 
such a premium or part thereof paid by the taxpayer 
at any time shall be deemed to have been included in 
computing the taxpayer’s income by virtue of that 
subsection before premiums or parts thereof paid by 
the taxpayer after that time. 


Pre-RSC History: See after subsec. 146.3(5.5). _ .. 


(5.4) Spouse’s income — Where, in respect of an 
amount required at any time in a taxation year to be 
included in computing the income of a taxpayer's 
spouse, all or part of a premium has, by reason of 
subsection (5.1), been included in computing the tax- 
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payer’s income for the year, the following rules 

apply: 
(a) the premium or part thereof, as the case may 
be, shall, for the purposes of subsections (6.1) 
and 146(8.3) after that time, be deemed not to 
have been a premium paid to a registered retire- 
ment savings plan under which the taxpayer’s 
spouse was the annuitant (within the meaning as- 
signed by subsection 146(1)); and 


(b) an amount equal to the premium or part 
thereof, as the case may be, deducted in comput- 
ing the income of the spouse for the year. 


Related Provisions: 146(8.6) — Spouse’s income; 252(4)(a) — 
Extended meaning of “spouse”. ° 


Pre-RSC History: That portion of subsec. 146.3(5.4) preceding 
para. (b) substituted, by 1990, c. 35, subsec. 14(5), applicable to 
1991 et seq. That portion of (5.4) formerly read: 


(5.4) Spouse’s income — Where, in respect of an amount 
received by a taxpayer’s spouse, all or part of a premium has, 
by. virtue of subsection (5.1) or 146(8.3), been included at any 
time in computing the taxpayer’s income for a taxation year, 


(a) the premium or part thereof, as the case may be, shall, 
for the purposes of subsection (5.1) or 146(8.3) after that 
time, be deemed not to have been a premium deductible 
by him under subsection 146(5.1), and 


(5.5) Where subsec. (5.1) does not apply — 
Subsection (5.1) does not apply 


(a) in respect of a taxpayer at any time during the 
year in which the taxpayer dies; 


(b) in respect of a taxpayer where either the tax- 
payer or the annuitant is a non-resident at the par- 
ticular time referred to in that subsection; 


(c) to any payment that is received in full or par- 
tial commutation of a registered retirement sav- 
ings plan or a registered retirement income fund 
and in respect of which a deduction was made 
under paragraph 60(1) if, where the deduction was 
in respect of the acquisition of an annuity, the 

terms of the annuity provide that it cannot be 
commuted, and it is not commuted, in whole or in 
part within 3 years after the acquisition; or 


(d) in respect of an amount that is deemed by 
subsection (6) to have been received by an annui- 
tant under a registered retirement income fund 
immediately before-the annuitant’s death. 


Pre-RSC History: Para. 146,3(5.5)(d) added by 1990, c. 35, sub- 
sec. 14(6), applicable to 1988 et seq. 


Pre-RSC History [subsecs. 146.3(5.1)-(5.5)]: Subsecs. 
146.3(5.1) to (5.5) added by 1986, c. 55, subsec. 57(5), applicable 


(a) for 1986 ef seg. with respect to RRIFs entered into after 
February 1986; and 


(b) with respect to each RRIF that was entered into before 
March 1986 and that is revised or amended after February 
1986, for the taxation year in which it ds revised or amended 
and subsequent taxation years. 


(6) Where last annuitant dies — Where the last 
annuitant under a registered retirement income fund 
dies, that annuitant shall be deemed to have received, 
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immediately before death, an amount out of or under 
a registered retirement income fund equal to the fair 
market value of the property of the fund at the time 
of the death. | 


Related Provisions: 56(1)(t) — Income from RRIF; 146(8.8) — 
Parallel rule for RRSPs; 146.3(5.5) — Application of subsec. (5:1); 
146.3(6.2) — Amount deductible; 160.2(2) — Joint and several lia- 
bility for tax owing on payment from RRIF; 212(1)(q), 214(3)() + 
Non-resident withholding tax; 252(4)(a) — Extended meaning of 
“spouse”; 257 — Formula cannot calculate to less than zero. 


History: Subsec. 146.3(6) substituted by 1994, c. 21, subsec..71(6), 
applicable to deaths occurring after 1992. That subsec. formerly 
read: 
(6) Effect of death where person other than spouse 
becomes entitled — Where the last annuitant under a regis- 
tered retirement income fund dies, the annuitant shall be 
deemed to have received, immediately before the annuitant’s 
death, an amount out of or under a registered retirement in-~ 
come fund equal to the amount, if any, by which 
(a) the fair market [value] of all the property of the fund 
at the time of death 


exceeds 


(b) the portion thereof that, as a consequence of the 
death, becomes receivable by the annuitant’s spouse. 


Regulations: 215(4) (information return). 


(6.1) Designated benefit deemed received — 
A designated benefit of an individual in respect of a 
registered retirement income fund that is received by 
the legal representative of the last annuitant under 
the fund shall be deemed a 


(a) to be received by the individual out of or 
under the fund at the time it is received by the 
legal representative; and 


(b) except for the purpose of the definition “des- 
ignated benefit” in subsection (1), not to. be re- 
ceived out of or under the fund by any other 
person. 


Related Provisions: 60(1)(v)(B.1) — Rollover of designated ben- 
efits to child or grandchild on death; 212(1)(q), 214(3)(i) — Non- 
resident withholding tax. , 


History: Subsec. 146.3(6.1) substituted by 1994, ¢, 21, subsec. 
71(6), applicable to deaths occurring after 1992, That subsec. for- 
merly read: 


(6.1) Amount deemed received by child or grandchild as 
a result of death — Such portion of an amount paid in a 
taxation year out of or under a registered retirement income 
fund after the death of the last annuitant thereunder to,the an- 
nuitant’s legal representative as, had that portion been paid 
_under the fund to a beneficiary of the deceased’s estate, 
would have been a refund of premitims (within the meaning 
assigned by subsection 146(1)) if the fund were a registered 
retirement savings plan shall, to the extent it is so designated - 
jointly by the legal representative and the beneficiary in pre- 
scribed form filed with the Minister, be deemed . 


(a) to be received by the beneficiary in the year as a ben- 
efit that is a refund of premiums under a registered retire- 
ment savings plan (within the meanings assigned by sub- 
section 146(1)); and ; 


(b) not to be received out of or under a registered retire- 
ment income fund. 


(6.11) Transfer of designated benefit — For the 
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purpose 
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of subparagraph 60(1)(v), the. eligible, 

amount of a particular individual for a taxation year 

in respect of a registered retirement income fund is 

nil unless the particular individual was 

” (a) a spouse of the last annuitant under the fund, 
or F | 


* (b) a child or grandchild of that annuitant who 
was dependent because of physical or mental in- 
firmity on that annuitant, | 

in which case. the eligible amount shall be. deter- 

mined by the formula 
aks (B-O)] 
PORRi H) hOMOR Ber 
er pice ee 
where | | | 
A is the portion of the designated benefit of the par- 
ticular individual in respect of the fund that is in- 
cluded: because of subsection (5) in computing 
the particular individual’s' income for the year, 

B is the minimum amount under the fund for the 
year, : 2 

C is the lesser of 


(a) the total amounts included because of sub- 
“section (5) in computing the income of an an- 
' nuitant under the fund for the year in respect 
of amounts received by the annuitant out of or 
‘under the fund, and ~ | . 

(b) the minimum amount under the fund. for 

the year, and | 


is the total of all amounts each of which is. the 
‘portion of a designated benefit of an individual in 
respect of the fund that is included because of 
subsection (5) in computing the individual’s in- 
come for the year. © 

Related Provisions: 257 — Formula cannot calculate to less than 

Zero. 


History: Subsec. 146.3(6.11) added by 1994, c. 21, subsec. 71(6), 
applicable to deaths occurring after 1992, 


(6.2) Amount deductible — There may be de- 
ducted from the amount deemed by subsection (6) to 
be received by an annuitant out of or under a regis- 
tered retirement income fund an.amount not exceed- 
ing the amount determined by the formula 
: TOS dD 
nie [1 fut )] , 
| (B + C) 
Where ©‘ . ; Bi BAe 
A is the total of all designated benefits of individu- 
als in respect of the fund, } 


S. 146.3(6.2) 


B is the fair market value of the property of the 
fund at the particular time that is the later of 


(a) the end of the first calendar ‘year that be- 
gins after the death of the annuitant, and 


(b) the time immediately after the last time 
that any designated benefit in respect,of the 

| fund is received by an individual; 
C. is the total of.all amounts paid out of or under the 


fund after the death of the last annuitant thereun- 
der and before the particular time; and 


D is the lesser of 


(a) the fair market value of the property of the 
fund at the time of the death of the last-annui- 
tant thereunder, and 


(b) the sum of the values of B and C in respect 
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of the fund. 


Related Provisions: 146(8.9) — Parallel rule for RRSPs7-257 — 
Formula cannot calculate to less than Zero. 


History: Subsec. 146.3(6.2) substituted by 1994, c. 21, subsec. 
71(6), applicable to deaths occurring after 1992. That subsec. for- 
merly read: 


(6.2) Amount deductible — There may be deducted from 
the amount deemed by subsection (6) to have been received 
by an annuitant under a registered retirement income fund the 
total of all amounts each of which is 


(a) that portion of an amount paid out of or under the 
fund that is deemed to be received by a beneficiary as a 
benefit that is a refund of premiums pursuant to subsec- 
tion (6.1), or 


(b) an amount paid under the fund to a child or 
grandchild of the annuitant that would be a refund of pre- 
miums (within the meaning assigned by subsection 
146(1)) had the fund been a registered retirement savings 
plan 


and each amount described in paragraph (b) that is paid to a 
child or grandchild of the deceased shall be deemed to be re- 
ceived by the child or grandchild, as the case may be, as a 
benefit that is a refund of premiums under a registered retire- 
ment savings plan (within the meanings assigned by subsec- 
tion 146(1)) and not to be received out of or under a regis- 
tered retirement income fund. 


Pre-RSC History: Para. 146.3(6.1)(a)'and all that portion of sub- 
sec. 146.3(6.2) following para. (b) substituted by 1980-81-82-83, c. 
48, subsecs. 81(2), (3), applicable with respect to amounts received 
after December 11, 1979. Para. 146.3(6.1)(a) and that portion for- 
merly read: 


(a) to be received by the beneficiary in the year as a ben- 
efit that is a refund of premiums (within the meanings 
assigned by paragraphs 146(1)(b) and (h)); and 


and all amounts described in paragraph (b) shall be deemed 
not to be received out of or under a registered retirement in- 
come fund. 


Subsec. 146.3(6) substituted, subsecs. (6.1), (6.2) added, by 1979, c. 
5, subsec. 49(3), applicable after June 29, 1978. Subsec. 146.3(6) 
formerly read: 


(6) Where, as a consequence of the death of an individual, a 
person, other than the spouse of the individual, becomes enti- 
tled to receive an amount out of or under an arrangement that 
was, immediately before the individual’s death, a registered 
retirement income fund of the individual, 


(a) the individual shall be deemed to have received, im- 
mediately before his death, an amount out of or under a 
registered retirement income fund equal to the fair mar- 
ket value at the time of his death of the amount the per- 
son became entitled to receive, and 


(b) the fund shall be deemed, for the purposes of this Act, 
not to be a registered retirement income fund at any time 
after the individual’s death. 


(7) Acquisition of non-qualified investment 
by trust — Where at any time in a taxation year a 
trust governed by a registered retirement income 
fund 


(a) acquires an investment that is not a qualified 
investment, or 


(b) uses or permits to be used a property of the 
trust as security for a loan, 
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the fair market value of 


(c) the investment at the time it was acquired by 
the trust, or 


(d) the property used as security at the time it 
commenced to be so used 


as the case may be, shall be included in computing 
the income for the year of the taxpayer who is the 
annuitant under the fund at that time. 

Related Provisions: 146.3(9) — Tax payable where non-quali- 
fied investment acquired: 146.3(10) — Recovery of property used 
as security; 212(1)(q), 214(3)(i) — Non-resident withholding tax: 
259(1) — Election for proportional holdings in trust property. 
Pre-RSC History: All that portion of subsec. 146.3(7) following 
para. (b) substituted by 1979, c. 5, subsec. 49(4), applicable in re- 
spect of property acquired or used as security after November 16, 
1978. That portion formerly read: 


the cost to the trust of the investment or the fair market value, 
at the time the property is used as security, of the property so 
used, as the case may be, shall be included in computing the 
income for the year of the taxpayer who is the annuitant 
under the fund at that time. 


Regulations: 215(3) (information return). 


(8) Disposition of non-qualified invest- 
ment — Where at any time in a taxation year a trust 
governed by a registered retirement income fund dis- 
poses of a property that, when acquired, was not a 
qualified investment, there may be deducted in com- 
puting the income for the taxation year of the tax- 
payer who is the annuitant under the fund at that 
time, an amount equal to the lesser of 


(a) the amount that, by virtue of subsection (7), 
was included in computing the income of a tax- 
payer in respect of the acquisition of that prop- 
erty, and 
(b) the proceeds of disposition of the property. 
Related Provisions: 259(1) — Election for proportional holdings 
in trust property. 
Regulations: 215(3) (information return). 


(9) Tax payable where non-qualified 
investment acquired — Where a trust governed 
by a registered retirement income fund has acquired 
a property that is not a qualified investment, 


(a) tax is payable under this Part by the trust on 
the amount that its taxable income for the year 
would be if it had no incomes or losses from 
sources other than the property that is not a quali- 
fied investment or no capital gains or capital 
losses other than from the disposition of that 
property, as the case may be; and 


(b) for the purposes of paragraph (a), 
(i) “income” includes dividends described in 
section 83, and 
(il) paragraphs 38(a) and (b) shall be read 
without reference to the fractions set out 
therein. 


Related Provisions: 146.3(3) — No tax while trust governed by 
fund; 146.3(7) — Acquisition of non-qualified investment by trust; 
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149(1)(x) — RRIF exemption. 201.7(4).— Tax payable, by, RRIF on 
non-qualified investments; 259(1) — Election for proportional hold- 
ings in trust property. 
Pre-RSC History: Subpara. 146.3(9)(b)(ii) substituted by 1988, c. 
55, s. 132, applicable to 1988 et seq. Subpara: 146.3(9)(b)(ii) for- 
merly read: it 
(ii) paragraphs 38(a) and ‘(b) shall be read without references 
to.the words “/2 of ” where they appear therein, 1 
Information Circulars: 78-18R5: Registered retirement, income 
funds. 


t 


(10) Recovery of property used as security — 
Where at any time in a taxation year a loan for which 
a trust governed by a registered retirement income 
fund has used or permitted to be used trust property 
as security ceases to be extant, and the fair market 
value of the property so used was included by. virtue 
of subsection (7) in computing the. income of a tax- 
payer who was the annuitant under the fund, there 
‘may be deducted in computing the income for a tax- 
ation year of the taxpayer who is at that time.the. an- 
nuitant, an amount equal to the amount, if any, re- 
maining when sei 
(a) the net loss (exclusive of payments by’ the 
trust as or on account of interest) sustained by the 
trust in consequence of its using or permitting to 
be used the property as security for the loan and 
not as a result of a change in the fair market value 
of the property 


is deducted from 


(b) the amount so included in computing the in- 

come of a taxpayer in consequence of the trust’s 

using or permitting to be used the property as se- 

curity for the loan. 
Regulations: 215(3) (information return). 


(11) Change in..fund after registration — 
Where, on any day after a retirement income fund 
has been accepted by the Minister for registration for 
the purposes of this Act, the fund is revised or 
amended or a new fund is substituted therefor, and 
the fund as revised or amended or the new fund sub- 
stituted therefor, as the case may be, (in this. subsec- 
tion referred to as the “amended fund”) does not 
comply with the requirements of this section ‘for its 
acceptance by the Minister for registration for the 
purposes Of this Act, the following rules apply: 

(a), the amended fund: shall be deemed, for the 

purposes of this Act, not to bea registered retire- 

ment income fund; and 


(b) the taxpayer who was the annuitant under the 
fund before it became an amended fund shall, in 
computing the taxpayer’s income for the taxation 
year that includes that day, include as income re- 
ceived out of the fund at that time, an amount 
equal to the fair market value of all the property 
held in connection with the fund immediately 
before that time..= > ° ms Si 


Related Provisions: 146.3(2) — Requirements for acceptance 
for registration; 146.3(12) —, Where arrangement deemed.to be new 


S. 146,3(14) 


fund substituted for RRIF; 146.3(13) —.Where, fund deemed re- 
vised. or amended; 147.3(13.1) — Withdrawal of excessive transfers 
to RRSPs and RRIFs;, 153(1)d) — Withholdings, 204.2(1.4) — 
Deemed receipt where RRSP or RRIF amended; 212(1)(q), 
214(3)(i) — Non-resident withholding tax. 
Information Circulars: 78-18R5: Registered retirement income 
funds. 


Forms: T2205: Calculation of amounts from a spousal RRSP or 
RRIE to be included in income. hist ve 


(12) Idem — For the purposes of subsection (11), an 
arrangement under which a right.or obligation under 
a retirement income fund is released. or extinguished 
either wholly or in part: and either in exchange or 
substitution for any right or obligation, or otherwise 
(other than an arrangement the sole object and legal 
effect of which is to’ revise or amend the fund) or 
under’which payment of:any amount byway of loan 
or otherwise'is made on the security of a right under 
a retirement income fund, shall be deemed to be a 
new fund substituted for the retirement income fund. 


Regulations: 215(4) (information return). 


(13) Idem — Where at any time a benefit or loan is 
extended or continues: to be extended as a conse- 
quence of the existence of a registered retirement in- 
come fund and that benefit or loan would be prohib- 
ited ifthe fund: met the requirement for registration 
contained in paragraph (2)(g), for the purposes of 
subsection (11); the fund shall be deemed to have 
been revised or amended at that time so that it fails 
to meet the requitement for registration, contained in 


paragraph (2)(g). 
(14) Transfers — Notwithstanding anything in this 
section, an. amount tae 2 

(a) transferred as described in paragraph (2)(e), or 


(b) transferred from a registered retirement in- 
come fund.of.an annuitant to a registered retire- 
ment income fund or registered. retirement sav- 
ings plan of the annuitant’s, spouse or former 
spouse under. a decree, order or judgment of a 
competent tribunal, or under a written separation 
agreement, relating to a division of property be- 
tween the annuitant and the annuitant’s spouse or 
former spouse in settlement of rights arising out 
of. or on the breakdown of, their marriage, 


shall be deemed not to be an amount received by the 
annuitant out of or under a registered retirement in- 
come fund. ner 


Related Provisions: 146(16)(b) — Transfer of RRSP on mar- 
riage breakdown; 146.3(2)(c) — Acceptance of fund for registra- 
tion; 252(3), (4) — Extended meaning of -“‘spouse”’. and. “former 
spouse”. iy. 
History: Para. 146.3(14)(b) amended by 1994; c. 7; Sch. VIII 
(1993, c. 24), subsec. 84(7), applicable after 1992. Para. (b) for- 
merly read: 


(b) transferred from:a registered retirement income fund of an 
annuitant to a registered retirement income fund ora regis- 
tered retirement savings. plan of the annuitant’s spouse or for- 
mer. spouse pursuant to a decree, order or judgment of a com- 
petent tribunal or a written separation agreement, relating to a 
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division of property between the annuitant and the annuitant’s 
spouse or former spouse in settlement of rights arising out of 
their marriage or other conjugal relationship, on or after the 
breakdown of their marriage or other relationship, 


Pre-RSC History: Para. 146.3(14)(b) substituted by 1990, c. 35, 
subsec. 14(7), applicable after 1987. Para. (b) formerly read: 


(b) transferred from a registered retirement income fund of an 
annuitant to a registered retirement income fund or a regis- 
tered retirement savings plan of the annuitant’s spouse or for- 
mer spouse pursuant to a decree, order or judgment of a com- 
petent tribunal or a written separation agreement, relating to a 
division of property between the annuitant and the annuitant’s 
spouse or former spouse in settlement of rights arising out of 
their marriage or’other conjugal relationship, on or after the 
breakdown of their marriage or other relationship, 


Subsecs. 146.3(11) to (14) substituted by 1986, c. 55, subsec. 57(6), 
Subsecs. 146,3(11) to (14) formerly read: 


(11) Revocation of registration — Where at any time after a 
retirement income fund has been accepted for registration for 
the purposes of this Act the Minister is satisfied that the re- 
quirements of subsection (2) were not complied with at the 
time the fund was registered or that the fund subsequently 
failed to continue to comply with those requirements, the 
Minister may revoke the registration of the funds as of any 
day and he shall thereafter give notice of his action by regis- 
tered mail to the carrier and to the annuitant. 


(11.1) }dem — Where on any day after June 30, 1982 a bene- 
fit or loan is extended or continues to be extended as a conse- 
quence of the existence of a registered retirement income 
fund and that benefit or loan would be prohibited if the fund 
met the requirement for registration contained in paragraph 
(2)(f.1), the Minister may revoke the registration of the fund 
as of that or any subsequent day that is specified by the Min- 
ister in a notice given by registered mail to the carrier and to 
the annuitant. 


(12) Deemed realization on revocation — Where at any 
time the Minister revokes the registration of a registered re- 
tirement income fund pursuant to subsection (11) or (1 1.1), 
the annuitant shall be deemed at that time to have received 
out of or under a registered retirement income fund an 
amount equal to the fair market value at that time of all prop- 
erty held in connection with the arrangement. 


(13) Where revocation of no force or effect — Where no- 
tice as described in subsection (11) has been given for failure 
to comply with the requirement of paragraph (2)(c), if, within 
90 days of the giving of that notice, the annuitant satisfies the 
Minister that the requirement has been complied with, the 
revocation of the registration of the fund shall be deemed not 
to have occurred. 

(14) Transfer — Notwithstanding anything in this section, a 
transfer described in paragraph (2)(e) shall be deemed not to 
be an amount received by the annuitant out of or under’a reg- 
istered retirement income fund. 


Subsec. 146.3(11.1) added by 1980-81-82-83, c. 140, subsec. 
100(3). hob aah 
Subsec. 146.3(12) substituted by 1980-81-82-83, c. 140, subsec. 
100(3), to add a reference to subsec. (11:1). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-528: Transfers of funds between registered 
plans. 


Information Circulars: 78-18R5: Registered retirement income 
funds; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. 


Forms: T2033: Direct transfer under para. 146(16)(a) or 


146.3(2)(e); T2220: Transfer between RRSPs or RRIFs on marriage 
breakdown. 
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(15) Credited or added amount deemed not 
received — Where 


(a) an amount is credited or added to a deposit 
with a depositary referred to in paragraph (d) of 
the definition “carrier” in subsection (1) as inter- 
est or income in respect of the deposit, 


(b) the deposit is a registered retirement income 
fund at the time the amount is credited or added 
to the deposit, and | 


(c) during the calendar year in which the amount 
is credited or added or during the preceding cal: 
endar year, the annuitant under the fund was 
alive, ut 


the amount shall be deemed not to be received by the 
annuitant or any other person solely because of the 
crediting or adding. 


History: Subsec. 146.3(15) substituted by 1994, c. 21, subsec. 
71(7), applicable to’ deaths occurring after 1992. That subsec. for- 
merly read: 


(15) Where amount credited or added deemed not re- 
ceived — Where an amount is credited or added to a deposit 
with a depositary referred to in paragraph (d) of the definition 
“carrier” in subsection (1) as interest or income in respect of 
the deposit, and where 


(a) the deposit is a registered retirement income fund at 
the time the amount is credited or added to the deposit, 
and 


(b) the annuitant under the fund is alive during the year in 
which the amount is credited or added, 


the amount shall be deemed not to be received by the annui- 
tant by reason only of the crediting or adding, 


Pre-RSC History: Subsec. 146.3(15) added by 1980-81-82-83, c. 
40, subsec. 98(3), in force December 1,.1980. 


History [s. 146.3]: S. 146.3 added by 1977-78, c. 32, s. 35. 


Definitions [s. 146.3]: “amount” — 248(1); “annuitant” — 
146.3(1); “annuity” — 248(1); “arm’s length” — 251(1); “benefi- 
cial owner” — 248(3); “capital gain”, “capital loss” — 39(1), 
248(1); “carrier”? — 146.3(1); “corporation” — 248(1), Interpreta- 
tion Act; “depositary” — 146(1)“retirement Savings plan”(b)(iii), 
146.3(1)‘‘carrier’(d); “former spouse” — 252(3), (4)(a); “held” — 
146.3(1); “individual” — 248(1); “listed” — 87(10); “marriage” — 
252(4)(b); “minimum amount” — 146.3(1); “Minister”, “non-resi- 
dent”, “person”, “prescribed”, “property” — 248(1); “property 
held”, “qualified investment” — 146.3(1); “received” — 146.3(15); 
“registered retirement income fund” — 146.3(1), 248(1); “regis- 
tered retirement savings plan” — 146(1), 248(1); “retirement in- 
come fund” — 146,.3(1), 248(1); “separation agreement” — 248(1); 
“spouse” — 252(3), (4)(a); “substituted property” — 248(5); “sur- 
viving spouse” — 146.3(1)“annuitant’(b); “taxable income” — 
2(2), 248(1); “taxation year” — 249. “taxpayer” — 248(1); 
“trust” — 104(1), 248(1), (3). 

Interpretation Bulletins [S. 146.3]: IT-415R2: Deregistration of 
RRSPs. 


Forms [s. 146.3]: T4RIF Segment; T4RIF Summ: Return of in- 
come out of a registered retirement income fund; T4RIF Supp: 
Statement of income from a registered retirement income fund: 
T2033: Direct transfer of RRSP property; T2220: Transfer between 
RRSPs or RRIFs on marriage breakdown. 


Deferred Profit Sharing Plans 


147. (1) Definitions — In this section, 
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“deferred profit sharing plan” means‘a profit shar- 
ing plan accepted by the Minister for registration for 
the purposes of this Act, on application therefor in 
prescribed manner by a trustee under the plan and an 
employer of employees who are beneficiaries under 
the plan, as complying with the requirements ‘of this 
section; 


interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


“forfeited amount”, under a-deferred profit sharing 
plan or a plan the registration of which has been re- 
voked pursuant to subsection (14) or (14.1), means 
an amount to which a beneficiary under the plan has 
ceased to have..any rights, other than the portion 
thereof, if any, that is payable as a consequence of 
the death of the beneficiary to a person who is enti- 
tled thereto by virtue of the participation of the bene- 
ficiary in the plan; ae “f 


“licensed, annuities, provider”? means a person li- 

censed or otherwise authorized under the laws of 

Canada or a province to carry on in Canada an annu- 

ities business; ee Haat 

History: The definition “licensed annuities provider” added to sub- 
sec. 147(1) by 1997, c. 25, subsec. 43(1), applicable after 1991. 


“profit sharing plan” means an arrangement under 
which payments computed. by reference to an em- 
ployer’s profits from the employer’s business, or by 
reference to those profits and the profits, if any, from 
the business of a corporation with which the em- 
ployér does not deal at arm’s length, are or have 
been made by the employer to a trustee in trust for 
the benefit of employees or former employees of that 
employer. 


Related. Provisions: 147(16)— Payments, out. of profits; 
248(1)““deferred profit sharing plan”, “profit sharing plan” — Defi- 
nitions apply to entire Act, 248(8) — Occurrences as a consequence 


of death. 


Pre-RSC History: Subsec. 147(1) substituted by 1990, c. 35, 
subsec. 15(1), applicable after 1990. Subsec. 147(1) formerly read: 


147. (1) Definitions — In this Act, 


(a) “deferred profit sharing plan” defined — “deferred 
profit sharing plan” means a profit sharing plan accepted 

’ ‘by the Minister for registration for the purposes of this 
Act, upon application therefor in prescribed manner by a 
trustee under the plan and an employer of employees who 
are beneficiaries under the plan, as complying with the 
requirements of this section; and 


(b) “profit sharing plan” — “profit sharing plan” means 
an arrangement under which payments computed by ref- 
erence to his profits from his business or by reference to 
his profits from his business and the profits, if any, from 
the business of a corporation with whom he does not deal 
at arm’s length are ‘or have been’made by an employer to 
4 trustee in trust for the benefit of employees of that em- 
ployer or employees of any other:employer,: whether or 
not payments are or haye been also made to the trustee by 
the employees. 


Regulations: 1501 (prescribed manner). 


Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits. 
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Information Circulars: 77-1R4: Deferred profit sharing plans; 
79-8R3: Forms to use to directly transfer funds to or between plans, 
or to purchase an annuity. See also list at end of s. 147. 


Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion and income tax return. roo 


(1.1) Participating employer — An employer is 
considered to; participate in a profit sharing plan 
where the employer makes or.has made payments 
under the plan to a trustee in trust for the benefit of 
employees or former employees of the employer. 

History: Subsec. 147(1.1) added by 1997, c. 25, subsec. 43(2), ap- 
plicable after 1988. . : 


(2) Acceptance of plan for registration — The 

Minister shall not accept for registration for the pur- 

poses of this Act any profit sharing plan unless, in 

the Minister’s opinion, it complies with the follow- 

ing conditions: ph rt 

+-)(a) the plan: provides: that each payment made 
under the plan to a trustee in trust for the benefit 
of beneficiaries thereunder is the total of amounts 
each of which is required to be allocated by the 
trustee in the year in which it is received by the 
trustee, to the individual beneficiary in respect of 
whom the amount was so paid; 


(a.1) the plan includes a stipulation that no contri- 
bution may: be made to the plan other than 


(i) a:contribution made in accordance with the 
terms of the plan by an employer for the bene- 
fit of the employer’s employees who are bene- 
ficiaries under the plan, or 


(ii) an amount transferred to the plan in accor- 
dance with subsection (19); 


(b) the plan does not provide for the payment of 
any amount to an employee.or other beneficiary 
thereunder by way of loan, 


(c) the plan provides that no part of the funds of 
the trust governed by the plan may be invested in 
notes, bonds, debentures, bankers’ acceptances or 
similar. obligations of | 
(i) an employer by whom payments are made 
in trust to a trustee under the plan for the ben- 
efit of beneficiaries thereunder, or 


(ii) a corporation with whom that employer 
does not déal at arm’s length; 


(d) the plan provides that no part of the funds of 
the trust governed by the plan may be invested in 
shares of a corporation at least 50% of the prop- 
erty of which consists of notes, bonds, deben- 
tures, bankers’ acceptances or similar obligations 
of an employer or a corporation described in par- 
agraph (c); i 

(e) the plan includes a provision stipulating that 
no right or interest under the plan of an employee 
who is a beneficiary thereunder is capable, either 
in whole or in part, of surrender or assignment, 


(f) the plan includes a provision stipulating that 
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each of the trustees under the plan shall be resi- 
dent in Canada; 


(g) the plan provides that, if a corporation li- 
censed or otherwise authorized under the laws of 
Canada or a province to carry on in Canada the 
business of offering to the public its services as 
trustee is not a trustee under the plan, there shall 
be at least 3 trustees under the plan who shall be 
individuals; 

(h) the plan provides that all income received, 
capital gains made and capital losses sustained by 
the trust governed by the plan must be allocated 
to beneficiaries under the plan on or before a day 
90 days after the end of the year in which they 
were received, made or sustained, as the case 
may be, to the extent that they have not been allo- 
cated in years preceding that year; 


(i) the plan provides that each amount allocated 
or reallocated by a trustee under the plan to a 
beneficiary under the plan vest irrevocably in that 
beneficiary, 


(i) in the case of an amount allocated or real- 
located before 1991, at a time that is not later 
than 5 years after the end of the year in which 
it was allocated or reallocated; unless the ben- 
eficiary becomes, before that time, an individ- 
ual who is not an employee of any employer 
who participates in the plan, and 


(ii) in the case of any other amount, not later 
than the later of the time of allocation or real- 
location and the day on which the beneficiary 
completes a period of 24 consecutive months 
as a beneficiary under the plan or under any 
other deferred profit Sharing plan for which 
the plan can reasonably be considered to have 
been substituted; 


(i.1) the plan requires that each forfeited amount 
under the plan and all earnings of the plan rea- 
sonably attributable thereto be paid to employers 
who participate in the plan, or be reallocated to 
beneficiaries under the plan, on or before the later 
of December 31, 1991 and December 31 of the 
year immediately following the calendar year in 
which the amount is forfeited, or such later time 
as is permitted in writing by the Minister under 
subsection (2.2); 


(j) the plan provides that a trustee under the plan 
inform, in writing, all new beneficiaries under the 
plan of their rights under the plan; 


(k) the plan provides that, in respect of each ben- 
eficiary under the plan who has been employed 
by an employer who participates in the plan, all 
amounts vested under the plan in the beneficiary 
become payable 


(i) to the beneficiary, or 


(ii) in the event of the beneficiary’s death, to 
another person designated by the beneficiary 
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or to the beneficiary’s estate, 
not later than the earlier of 


(ili) the end of the year in which the benefici- 
ary attains 69 years of age, and 


(iv) 90 days after the earliest of 
(A) the death of the beneficiary, 


(B) the day on which the beneficiary 
ceases to be employed by an employer 
who participates in the plan where, at the 
time of ceasing to be so employed, the 
beneficiary is not employed by another 
employer who participates in the plan, and 


(C) the termination or winding-up of the 
plan, 


except that the plan may provide that, on election 
by the beneficiary, all or any part of the amounts 
payable to the beneficiary may be paid 


(v) in equal instalments payable not less fre- 
quently than annually over a period not ex- 
ceeding 10 years from the day on which the 
amount became payable, or 


(vi) by a trustee under the plan to a licensed 
annuities provider to purchase for the benefi- 
ciary an annuity where 


(A) payment of the annuity is to begin not 
later than the end of the year in which the 
beneficiary attains 69 years of age, and 


(B) the guaranteed term, if any, of the an- 
nuity does not exceed 15 years; 


(k.1) the plan requires that no benefit or loan, 
other than 


(i) a benefit the amount of which is required 
to be included in computing the beneficiary’s 
income, 


(ii) an amount referred to in paragraph 
(10)(b), | 
(ii.1) an amount paid pursuant to or under the 
plan by a trustee under the plan to a licensed 
annuities provider to purchase for a benefici- 
ary under the plan an annuity to which subpar- 
agraph (k)(vi) applies, 

(iii) a benefit derived from an allocation or re- 
allocation referred to in subsection (2), or 
(iv) the benefit derived from the provision of 
administrative or investment services in re- 
Spect of the plan, 


that is conditional in any Way on the existence of 
the plan may be extended to a beneficiary there- 
under or to a person with whom the beneficiary 
was not dealing at arm’s length; 


(k.2) the plan provides that no individual who is 
(i) a person related to the employer, 


(ii) a person who is, or is related to, a speci- 
fied shareholder of the employer or of a cor- 
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poration related to the employer, 

(iit) where the employer is a partnership, a 
person related to a member of the partnership, 
or 


(iv) where the employer is a trust, a person 
who is, or is related to, a beneficiary under the 
trust . en i 


may become a beneficiary under the plan; and 

(1) the plan, in all other respects, complies with 
regulations of the Governor in Council made on 
the recommendation of the Minister of Finance. 


- Related Provisions: 56(1)(d.2)(iii) — Income from annuity pur- 
chased with plan funds is taxable; 146(5.21)(b) — Anti-avoidance; 
147(1.1) — Meaning‘ of “participates” in a profit sharing plan; 
147(2:1) — Terms limiting contributions; 147(2.2) — Reallocation 
of forfeitures; 147(10)(a) — Amount,used. to:purchase annuity 
under 147(2)(k)(vi) is not taxable; 147(10.3) — Amount contributed 
to or forfeited under a plan; 147(10.6) — Where pre-1997 annuity 
has not begun by age 69; 147(14)— Revocation of registration 
where plan ceases to comply with requirements; 147(17) — Mean- 
ing of “other beneficiary”; 147(21) — Restrictions re transfers from 
DPSPs; 172(3) — Appeal from refusal to register, revocation of re- 
gistration, etc.;) 198-204 — Taxes on DPSPs and revoked: plans; 
204.1(3) — Tax payable by DPSP on excess contributions; 
204.2(4) — Definition of “excess amount” for a DPSP. 


History: Para. 147(2)(k) amended by 1997, c. 25, subsec. 43(3), 
applicable to after 1996, except that ; 


(a) where a beneficiary under a profit sharing plan attained 70 
years of age before 1997, 


(i) in- applying subpara. (iii) in respect-of the beneficiary, 
that subpara. shall be read as follows: 


(iii) 90. days after the day on which: the beneficiary 
attains 71 years of age, and ye 


(ii) in applying cl, (vi)(A) in respect of the beneficiary, the 
reference in that clause to “the end of the year in which the 
beneficiary attains 69 years of age” shall be read as “the 
day on which the beneficiary attains 71 years of age”, and 


(b). where a beneficiary under a profit sharing plan attained 69 
years of age in 1996, in applying subpara. (iii) and cl. (vi)(A) in 
respect of the beneficiary, the references in those provisions to 
“69 years of age” shall be read as “70 years of age”. 


Para. (k) formerly read: 


(k) the plan provides that, in respect of each employee who is 
a beneficiary under the plan, all amounts vested in the em- 
ployee become payable to the employee or, in the event of the 
employee’s death, to a beneficiary designated by the em- 
ployee or to the employee’s estate, not later than 90 days after 
the earliest of 


(i) the death of the employee, 


(ii) the day on which the employee ceases to be em- 
ployed by an employer who makes or has made payments 
under the plan to a trustee under the plan, 


(iii) the day on which the employee becomes 71 years of 

age, and 

(iv) the termination or winding up’ of the plan, 
except that the plan may provide that, on election by the em- 
ployee, all or any part of the amounts payable to the em- 
ployee may be paid ited 


(v) in equal instalments payable not less frequently than 
annually over a period not exceeding 10 years from the 
day on which the amount became. payable, or 


(vi) by a trustee under the plan to.a person licensed or 
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otherwise authorized under the laws of Canada or a prov- 
ince to carry on.in Canada an annuities business, to 
purchase for the employee an annuity commencing not 
- Jater than a day 71 years after the day of the employee’s 
birth, the guaranteed term of which, if any, does not ex- 
ceed 15 years; 


Subpara. 147(2)(k.1)(@i) amended, and. subpara..(ii.1) added, by 
1997, c. 25, subsec. 43(4), applicable after 1991. Subpara. (k.1)(ii) 
formerly read: arts 


(ii) an amount referred to in paragraph (10)(a) or (b), 


The opening words of para. 147(2)(c), and para. (d), substituted by 
1994, c. 21, subsecs. 72(1), (2), applicable to 1993 et seg. Those 
portions formerly read: : 


(c) the plan provides that no part of the funds of the trust gov- 
erned by the plan may be invested in notes, bonds, debentures 
- or similar obligations, of 


(d) the plan provides that no part of the funds of the trust 

~ governed by the plan may be invested in shares of a corpo-. 
tation at least’ 50% of the property of which consists: of 
notes, bonds, debentures or similar, obligations of an em- 
ployer or a corporation described in paragraph (c); 


Pre-RSC History: Para. 147(2)(a.1) added, (i) substituted, and 
(i:1) added, by 1990, c. 35, subsecs. 15(2), (3), applicable after 
1990. Para. (i) formerly read: 


(i) the plan provides that all amounts allocated ‘or reallocated 
by. a trustee under the plan to.a beneficiary under the. plan 
vest irrevocably, in that beneficiary not later than 5 years after 
the end of the year in which the amounts are so allocated or 
reallocated unless that beneficiary becomes, before that time, 
a person who is not.an employee of any employer who makes 
or has made payments under the, plan; 


Subpara. 147(2)(k.2)(i1) substituted by 1984, c. 45, s. 55:to delete 
“(within the meaning assigned by paragraph 125(9)(c))” which for- 
merly followed “a specified shareholder”, applicable to 1985 et seq. 


Paras. 147(2)(k.1) and (k.2) added by 1980-81-82-83, c. 140, sub- 
sec. 101(1), applicable by 1984, c. 1, s. 116 (deemed in force on 
March 30, 1983), to plans registered after March 1983, except that 
paragraph 147(2)(k.2) shall be deemed, for the purposes. of subsec- 
tions 147(9.1) and (10.3), to have come into force on January 1, 
1982. cer 

Regulations: 4900(2) (obligations described in. 147(2)(c)- are not 
qualified investments). 

Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits; IT-281R2: 
Elections on single payments from a deferred profit-sharing plan; 
IT-363R2: Deferred profit sharing plans — deductibility of em- 
ployer contributions and taxation of amounts received by a benefici- 
ary; IT-517R: Pension tax credit. ra 


Information Circulars: 74-1R5: Form T2037 —Notice of 
purchase of annuity with “plan” funds; 78-14R2: Guidelines for 
trust companies and other persons responsible for filing. See also 
list at end of s. 147. 


Forms: T2037: Notice of purchase of annuity with “plan” funds; 
T2214: Application for registration as a deferred profit sharing plan. 


(2.1) Terms limiting contributions — The, Min- 
ister shall not accept for registration for the purposes 
of this Act a profit sharing plan unless it includes 
terms that are adequate to ensure that the require- 
ments of subsection (5.1) in respect of the plan will 
be satisfied for each calendar year. 


(2.2) Reallocation of forfeitures — The Minister 
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may, on written application, extend the time for sat- 
isfying the requirements of paragraph (2)(i.1) where 


(a) the total of the forfeited amounts arising in a 
calendar year is. greater than normal because of 
unusual circumstances; and 


(b) the forfeited amounts are to be reallocated on 
a reasonable basis to a majority of beneficiaries 
under the plan. 


Pre-RSC History: Subsecs. 147(2.1), (2.2) added by 1990, c. 35, 
subsec. 15(4), applicable after 1990. 


(3) Acceptance of employees profit sharing 
plan for registration — The Minister shall not ac- 
cept for registration for the purposes of this Act any 
employees profit sharing plan unless all the capital 
gains of or made by the trust governed by the plan 
before the date of application for registration of the 
plan and all the capital losses of or sustained by the 
trust before that date have been allocated by the trus- 
tee under the plan to employees and other benefi- 
Ciaries thereunder. 


(4) Capital gains determined — For the pur- 
poses of subsections (3) and (11); such amount as 
may be determined by the Minister, on request in 
prescribed manner by the trustee of a trust governed 
by an employees profit sharing plan, shall be deemed 
to be the amount of 


(a) the capital gains of or made by the trust gov- 
emed by the plan before the date of application 
for registration of the plan, or 


(b) the capital losses of or sustained by the trust 
before that date, 


as the case may be. 


(5) Registration date — Where a profit sharing 
plan is accepted by the Minister for registration as a 
deferred profit sharing plan, the plan shall be 
deemed to have become registered as a deferred 
profit sharing plan 


(a) on the date the application for tegistration of 
the plan was made; or | 


(b) where in the application for registration a later 
date is specified as the date on which the plan is 
to commence as a deferred profit sharing plan, on 
that date. 


Related Provisions: 144(11) — Taxation year of trust accepted 
as DPSP. 


(5.1) Contribution limits — For the purposes of 
subsections (2.1) and (9) and paragraph (14)(c.4), the 
requirements of this subsection in respect of a de- 
ferred profit sharing plan are satisfied for a calendar 
year if, in the case of each beneficiary under the plan 
and each employer in respect of whom the benefici- 
ary’s pension credit (as prescribed by regulation) for 
the year under the plan is greater than nil, 


(a) the total of all amounts each of which is the 
beneficiary’s pension credit (as prescribed. by 
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regulation) for the year in respect of the employer 
under a deferred profit sharing plan does not ex- 
ceed the lesser of ; 


(i) '/ of the money purchase limit for the year, 
and 


(ii) 18% of the amount that would be the ben- 
eficiary’s compensation (within the meaning 
assigned by subsection 147.1(1)) from the em- 
ployer for the year if the definition “compen- 
sation” in subsection 147.1(1) were read with- 
out reference to paragraph (b) of that 
definition; 


(b) the total of all amounts each of which is the 
beneficiary’s pension credit (as prescribed by 
regulation) for the year under a deferred profit 
sharing plan in respect of 


(i). the employer, or 

(ii) any other employer who, at any time in the 

year, does not deal at arm’s length with the 

employer = 
does not exceed 2 of the money purchase limit 
for the year; and 


(c) the total of 


(i) the beneficiary’s pension adjustment. for 
_ the year in respect of the employer, and 


(ii) the total of all amounts each of which is 
the beneficiary’s pension adjustment for the 
year in respect of any other employer who, at 
any time in the year, does not deal at arm’s 
length with the employer 


does not exceed the lesser of 


(iii) the money purchase limit for the year, 
and 


(iv) 18% of the total of all amounts’ each of 
which is the beneficiary’s compensation 
(within the meaning assigned by subsection 
147.1(1)) for the year from the employer or 
any other employer referred to in subpara- 
graph (ii). 
Related Provisions: 147(2.1) — Terms limiting contributions: 
147(5.11) — Compensation; 147(9) — Limitation on deduction: 
147(14) — Revocation of registration; 147(22) — Excess transfer: 
147.1(8) — Pension adjustment limits: Reg. 8301(11) — Timing of 
contributions. 
Pre-RSC History: Subsec. 147(5.1) added by 1990, c..35, subsec. 
15(5), applicable after 1990. ; 
Regulations: 8301(2), (3) (pension credit under DPSP). 
Interpretation Bulletins: IT-528: Transfers. of funds between 
registered plans. bai 


Information Circulars: See list at end of s. 147. 


(5.11) Compensation — Where at any time in a 
calendar year an individual ceases to be employed by 
an employer, 
(a) for the purposes of paragraph (5.1)(a), the 
amount that would be the individual’s compensa- 
tion (in this subsection having the meaning as- 
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signed by subsection 147.1(1)) from the em- 
ployer for the year if the definition 
“compensation” in subsection 147.1(1) were read 

_ without reference to paragraph (b) of that defini- 
tion shall be deemed to be the greater of 


(i) that amount determined without reference 
to this paragraph, and a 


(ii) the amount that would be the individual’s 
compensation from the employer for the im- 
mediately preceding year if the definition 
“compensation” in subsection 147.1(1) were 
read without reference to paragraph (b) of that 
definition; and 


(b) for the purposes of paragraph (5.1)(c), the in- 
dividual’s compensation from the employer for 
the year shall be deemed to be the greater of 


(i) that compensation determined without ref- 
erence to this paragraph, and 


(ii) the individual’s compensation from the 
employer for the immediately. preceding year. 


Pre-RSC History: Subsec.147(5.11) added by 1990, c. 35, sub- 
sec. 15(5), applicable after 1990. 


(6) Deferred plan not employees profit 
sharing plan — For a period during which a plan 
is a deferred profit sharing plan, the plan shall be 
deemed, for the purposes of this Act, not to be an 
employees profit sharing plan. 


Related Provisions: 144(11) — Year-end of EPSP on becoming 
DPSP. 


(7) No tax while trust governed by plan — No 
tax is payable under this Part by a trust on the taxa- 
ble income of the trust for a period during which the 
trust was governed by a deferred profit sharing plan. 
Related Provisions: 149(1)(s) — Exemption for DPSP; 198 — 
Tax on acquisition of non-qualified investments and use of assets as 
security; 206(2) — Part XI tax on excess holdings of foreign prop- 
erty; 207.1(2) — Tax payable by DPSP on holding non-qualified 
investments. : 


(8) Amount of employer’s contribution de- 
ductible — Subject to subsection (9), there may be 
deducted in computing the income of an employer 
for a taxation year the total of all amounts each of 
which is an amount paid by the employer in the year 
or within 120 days after the end of the year to a trus- 
tee under a deferred profit sharing plan for the bene- 
fit of the employer’s employees who are benefi- 
ciaries under the plan, to the extent that the amount 
was paid in accordance with the terms of the plan 
and was not deducted in computing the employer’s 
income for a preceding taxation year. 

Related Provisions: 6(1)(a)(i) — Employer’s contribution to 
DPSP not a taxable benefit; 20(1)(y) — Employer’s contribution to 
DPSP deductible; 147(5.1) — Contribution limits; 147(9), (9.1) — 
Limitations on deduction; 147(20) — Taxation of amount trans- 
ferred: 204:1(3) — Tax payable by DPSP. on excess amount. 


Pre-RSC History: Subsec. 147(8) substituted by 1990, ‘c. 35, 
subsec. 15(6), applicable to 1991 et seg. with respect to amounts 


S. 147(9) 


paid to DPSPs after 1990. Subsec. (8) formerly. read: 


(8) Amount of employer’s contribution deductible — 
There may ‘be deducted in computing the income of an em- 
ployer for a taxation year the aggregate of each amount paid 

' by the employer in the year or within 120 days after the end 
of the year, to a trustee under a deferred profit sharing plan 
for the benefit of employees of the employer who are benefi- 
ciaries under the plan, not exceeding, however, in respect of © 
each individual employee in respect of whom the amounts so 

- paid by the employer were paid by him, an amount equal to © 
the least of 


(a) the aggregate of each amount so paid by the employer 
in respect of that employee, 


(b) $3,500 minus the aggregate of all-amounts, each of 
which is the amount, if any, required to be paid to or 
under a registered pension plan of the employer or ofa 
person related to the employer in order to provide bene- 
fits thereunder to that, employee in respect of services . 
rendered by him in the year that, if paid in the year, 
would be deductible in computing the income of the 
payer for the year, under 
| (i) paragraph 20(1)(q),. or pe i silly 
(ii) paragraph 20(1)(s), if the employer had sought 
the:approval required. for purposes of that paragraph, 
and ! 
(c) 20% of the salary or wages paid in the year to the 
employee by the employer, 
to the extent that such amount was not deductible in comput- 
ing the income of the employer for a previous taxation year. 
Para. 147(8)(b) amended by 1990, c..35, s, 29, to substitute “regis- 
tered pension plan” for “registered pension fund or plan”, applicable 
after 1985. ae 
All that portion of para. 147(8)(b) preceding subpara. (i) substituted 
by 1980-81-82-83, c. 140, subsec. 101(2), applicable with respect to 
taxation years commencing after November 12, 1981. The substi- 
tuted portion formerly read: 
(b) $3,500 minus'the amount, if any, determined in prescribed 
manner, required to be paid to or under a registered pension 
fund or plan in order to provide benefits thereunder to that 
employee in respect of services rendered by him in the year 
that, if paid in the year, would be deductible in computing the 
employer’s income for the year, under 
Para. 147(8)(b) substituted by 1980-81-82-83, c. 48, s. 82, applica- 
ble to taxation years ending after 1980 in respect of amounts paid 
after 1980. Para. 147(8)(b) formerly read: ; 
(b) $3,500 minus the amount, if any, deductible under para- 
graph 20(1)(q) in respect of that employee in computing the 
income of the employer forthe taxation. year, and 
Para. 147(8)(b) substituted by 1976-77, 'c. ‘4, subsec. 58(1),\ applica- 
ble to 1976 et seq., to substitute “$3,500” for “$2,500”. 
Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits; IT-363R2: De- 
ferred profit sharing plans — deductibility of employer contribu- 
tions and taxation of amounts received by a beneficiary. — 


(9) Limitation on deduction — Where the re- 
quirements of subsection (5.1) in respect of a de- 
ferred profit sharing plan are not satisfied for a cal- 
endar year by reason that’ the pension credits of a 
beneficiary under the plan in respect of a particular 
employer do not comply with paragraph (5.1)(a) or 
the beneficiary’s pension credits or pension adjust- 
ments in respect of a particular employer and: other 
employers who do not deal at arm’s length with the 
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particular employer do not comply with paragraph 
(5.1)(b) or (c), the particular employer is not entitled 
to a deduction under subsection (8) in computing the 
particular employer’s income for any taxation year 
in respect of an amount paid to a trustee under the 
plan in the calendar year except to the extent ex- 
pressly permitted in writing by the Minister, and, for 
the purposes of this subsection, an amount paid to a 
trustee of a deferred profit sharing plan in the first 
two months of a calendar year shall be deemed to 
have been paid in the immediately preceding year 
and not to have been paid in the year to the extent 
that the amount can reasonably be considered to be 
in respect of the immediately preceding year. 

Pre-RSC History: Subsec. 147(9) substituted by 1990, c. 35, 


subsec. 15(6), applicable to 1990 et seq. with respect to amounts 
paid to DPSPs after 1990. Subsec. (9) formerly read: 


(9) Limitation on deduction — Where each of two or more 
taxpayers not dealing at arm’s length would, but for this sub- 
section, be entitled to a deduction under subsection (8) in 
computing his income for a taxation year in respect of 
amounts paid by him to a trustee under one or more deferred 
profit sharing plans in respect of the same person, not more 
than one of the taxpayers is entitled, in computing his income 
for that year, to a deduction under that subsection in respect 
of that person, and in the event of failure on the part of the 
taxpayers otherwise entitled to a deduction under that subsec- 
tion to agree as to the taxpayer by whom the deduction may 
be made, no deduction thereunder may be made by either or 
any of them in computing his income for that year. 


(9.1) No deduction — Notwithstanding subsection 
(8), no deduction shall be made in computing the in- 
come of an employer for a taxation year in respect of 
an amount paid by the employer for the year to a 
trustee under a deferred profit sharing plan in respect 
of a beneficiary who is described in ‘paragraph 
(2)(k.2) in respect of the plan. 

Pre-RSC History: Subsec. 147(9.1) added by 1980-81-82-83, c. 


140, subsec. 101(3), applicable with respect to taxation years com- 
mencing after 1981. 


Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits; IT-363R2: De- 
ferred profit sharing plans — deductibility of employer contribu- 
tions and taxation of amounts received by a beneficiary. 


(10) Amounts received taxable — There shall 
be included in computing the income of a benefici- 
ary under a deferred profit sharing plan for a taxation 
year the amount, if any, by which 


(a) the total of all amounts received by the bene- 
ficiary in the year from a trustee under the plan 
(other than as a result of acquiring an annuity de- 
scribed in subparagraph (2)(k)(vi) under which 
the beneficiary is the annuitant) 


exceeds 


(b) the total of all amounts each of which is an 
amount determined for the year under subsection 
(10.1), (11) or (12) in relation to the plan and in 
respect of the beneficiary. 


Related Provisions: 56(1)(d.2)(iii) — Income from annuity pur- 
chased with plan funds is taxable; 56(1)(i) — Deferred profit shar- 
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ing plan; 60(j) — Transfer of superannuation benefits; 104(27.1) — 
DPSP benefits; 147(10.1) — Single payment on, retirement cies 
147(10.4) — Income on disposal of shares; 147(11) — Portion of 
receipts deductible; 147(18) — Inadequate consideration on 
purchase from or sale to trust; 147(20) — Taxation of amount trans- 
ferred; 153(1)(h) — Withholdings; 212(1)(m), 214(3)(d) — With- 
holding tax on payments to non-residents. 
History: Subsec. 147(10) amended by 1997, .c. 25, subsec. 43(5), 
applicable to 1992 et seg. Subsec. (10) formerly read: 
(10) There shall be included in computing the income of a 
beneficiary under a deferred profit sharing plan for a taxation 
year the amount by which the total of the amounts received 
by the’ beneficiary in the year from:a trustee under the plan 
exceeds the total of 


(a) any amounts determined for the year under subsection 
(10.1), (11) or (12) in relation to the plan and in respect 
of the beneficiary, and . ' 

(b) amounts paid by a trustee under the plan pursuant to 
the plan to a person described in subparagraph (2)(k)(vi) 
to purchase an annuity described in that subparagraph. 


Pre-RSC History: All that portion of subsec. 147(10) preceding 
para. (b) substituted by 1973-74, c. 14, subsec. 51(1), applicable to 
1972 et seq. 


Selected Cases [subsec. 147(10)]: The Queen v. Powell, 
[1980] C.T.C. 382 (FCTD) (Increase in value of shares from time of 
acquisition in deferred profit sharing plan included in income). 


Interpretation Bulletins: IT-2g0R: Employees. profit» sharing 
plans — payments computed by reference to profits; IT-281R2: 
Elections on single payments from a deferred profit-sharing plan; 
IT-363R2: Deferred profit sharing plans — deductibility of em- 
ployer contributions and taxation of amounts received by a benefici- 
ary; IT-528: Transfers of funds between registered plans. 


Information Circulars: See list at end of s:. 147. 


Advance Tax Rulings: ATR-31: Funding of divorce settlement 
amount from DPSP. 


(10.1) Single payment on retirement, etc. — 
For the purposes of subsections (10). and (10.2), 
where a beneficiary under a deferred profit sharing 
plan has received, in a taxation year and. when the 
beneficiary was resident in Canada, from a. trustee 
under the plan a single payment that included shares 
of the capital stock of a corporation that was an em- 
ployer who contributed to the plan or of a corpora- 
tion with which the employer did not deal.at arm’s 
length on the beneficiary’s withdrawal from the plan 
or retirement from employment or on the death of an 
employee. or former employee and has made an elec- 
tion in respect thereof in prescribed manner and pre- 
scribed form, the amount determined for the year 
under this subsection in relation to the plan and in 
respect of the beneficiary is the amount, if any, by 
which the fair market value of those shares, immedi- 
ately before the single payment was made, exceeds 
the cost amount to the plan of those shares at that 
time. 

Related Provisions: 147(10) — Amounts received taxable; 


147(10.2) — Single payment on retirement etc.; 147(11) — Portion 
of receipts deductible. 


Regulations: 1503 (prescribed manner, prescribed. form). 


Interpretation Bulletins: IT-281R2: Election on single payments 
from a deferred profit-sharing plan; IT-528: Transfers of funds be- 
tween,registered plans. 
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Forms: T2078: Election under subsection 147(10.1) in respect of a 
single payment received from a deferred profit sharing plan. 


(10.2) Idem — Where a trustee under a deferred 
profit sharing plan has at any time in a taxation year 
made under the plan a single payment that included 
shares referred to in subsection (10.1) to a benefici- 
ary who was resident in Canada at the time and the 
beneficiary has made an election under that subsec- 
tion in respect of that payment, 


(a) the trustee shall be deemed to have disposed 
of those shares for proceeds of disposition equal 
to the cost amount to the trust of those shares im- 
mediately before the single payment was made; 


(b) the cost to the beneficiary of those shares 
shall be deemed to be their cost amount to the 
trust immediately before the single payment was 
made; Lies. 9. 


(c) the cost to the beneficiary of each of those 
shares shall be deemed to be the amount deter- 
mined by the formula 


B 
» AnXem 
C 


where , 
A is the:amount determined under paragraph (a) 
in respect of all of those shares, 


B is the fair market value of that share at the 
time the single payment was made, and 


C is the fair market value of all those shares at 
~ the time the singlé payment was made; and 
(d) for the purposes of paragraph 60(@), the cost to 
the beneficiary of those shares is an eligible 
amount in respect of the beneficiary for the year. 


Pre-RSC History: Para. 147(10.2)(d) added by 1990, c, 35, sub- 
sec. 15(7), applicable after 1988. 


Subsecs. 147(10.1), (10.2) substituted by 1986, c. 6, subsec. 83(1), 
applicable with respect to terminations of interests in deferred profit 
sharing plans occurring after May 23, 1985. Subsecs. 147(10.1), 
(10.2) formerly read: 


(10:1) Single payment on withdrawal, retirement or 
death — For the purposes of subsections (10) and. (10,2), 
where in a taxation year a beneficiary under a deferred profit 
sharing plan has received, at a time when he was resident in 
Canada, from a trustee under the plan a single payment that 
included property that was neither money nor an amount de- 
scribed in paragraph (10)(b) upon his withdrawal from the 
plan or retirement from employment or upon the death of an 
employee or former employee and has made an election in 
respect thereof in prescribed manner and prescribed form, the. , 
amount determined for the year under this subsection in rela- 
tion to the plan and in respect of the beneficiary is the amount 
computed in accordance with the following rules: 


(a) determine the amount by which the aggregate of 


(i) the aggregate of the amounts that the beneficiary, 
employee or former employee would have received 
out of or pursuant. to the plan if 


(A) he had withdrawn from the plan on January 
1,972. 


(B) there had been no change in the terms and 
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conditions of the plan after June 18, 1971 and 
before January 2, 1972, and : 


(C) any term or condition of the plan that would, 
in the event that he had withdrawn from the plan 
on January 1, 1972, have reduced the amount of 
any payment or payments that would, if he re- 
_ mained a member of the plan fora specified pe- 
riod of time after December 31, 1971, have been 
made to him in respect of years ending before 
1972, were not a term or condition of the plan, 


to the extent that the aggregate would have been in- 
cluded in computing his income if 


(D) it was so received by him, and ; 


. (E) subsection 40(1). of the Income. Tax Applica- 
tion Rules, 1971 did not apply to deem the ag- 
gregate not to be his income, 


(ii), each amount determined, for. any taxation year 
after the 1971 taxation year, under subsection (11) or 
(12), in relation to the plan and in respect of the ben- 
eficiary, employee or former employee, 


(iii) each amount allocated, at a time when the plan 
was a deferred profit sharing plan and before the 
beneficiary received the single payment, to the bene- 
ficiary, employee or former employee by a trustee 
under the plan in respect of 


(A) an amount paid after 1971 by an employer to 
a trustee under the plan for the benefit of em- 
ployees who were beneficiaries under the plan, 


(B) income of the trust governed by the plan for 
the 1972 or any subsequent taxation year, com- 
puted on the assumption that the trust had not 
made any capital gains or sustained any capital 
losses, 


(C) an amount forfeited (within the meaning as- 
signed by subsection 201(3)) in the trust after 
1971, or 


(D) a capital gain made by the trust after 1971, 
exceeds the aggregate of 


(iv) each amount received, at a time after 1971.when 
the plan was a deferred profit sharing plan and before 
the beneficiary received the single payment, by the 
beneficiary, employee or former employee from a 
trustee under the plan, 


(v) each amount allocated, at a time’ when the plan 
was adeferred profit sharing plan and before the 
beneficiary received the single payment, to the bene- 
ficiary, employee or former employee in respect of a 
capital loss sustained by the trust after 1971, and 


(vi) each amount forfeited (within the meaning as- 
signed by subsection 201(3)) in the trust in respect of 
the. beneficiary, employee or former employee at a 
time after 1971 when the plan was a deferred profit 
sharing plan, . 


(b) determine the amount by which the amount of the sin- 
gle payment exceeds the amount determined. under para- 
graph (a), and 


(c) the amount determined for the year under this subsec- 
tion in relation to the plan and in respect of the benefici- 
ary is the lesser of 


(i) the fair market value, at the time the single pay- 
ment was made, of the property that was included in 
the single payment and that’ was neither money nor 
an amount described in paragraph (10)(b),-and 


(ii) the amount determined under paragraph (b). 
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(10.2) ldem — Where in a taxation year a trustee under a de- 
ferred profit sharing plan has made a single payment to a ben- 
eficiary under the plan and the beneficiary has made an elec- 
tion under subsection (10.1) in respect, of that payment 


(a) the trustee shall be deemed to have disposed of each 
property that was included in the single payment and that 
was neither money nor an amount described in paragraph 
(10)(b) for proceeds of disposition equal to the cost 
amount to the trust of the property immediately before 
the single payment was made; 


(b) the cost to the beneficiary of all such property shall be 
deemed to be the fair market value, at the time the single 
payment was made, of such property minus the amount 
determined for the year under subsection (10.1) in rela- 
tion to the plan and in respect of the beneficiary; and 


(c) the cost to the beneficiary of each such property shall 
be deemed to be the proportion of the amount determined 
under paragraph (b) that the fair market value, at the time 
the single payment was made, of that property is of the 
fair market value at that time of all such property. 


Subsecs. 147(10.1), (10.2) added by 1973-74, c. 14, subsec. Se); 
applicable to 1972 et seq. 


interpretation Bulletins: IT-281R2: Elections on single pay- 


ments from a deferred. profit-sharing plan; IT-528:.Transfers of 


funds between registered plans. 


Forms: TD2: Tax deduction waiver for a direct transfer of an eligi- 
ble retiring allowance. 


(10.3) Amount contributed to or forfeited 
under a plan — There shall be included in com- 
puting the income for a taxation year of a beneficiary 
described in paragraph (2)(k.2) the total of amounts 
allocated or reallocated to the beneficiary in the year 
in respect of 


(a) any amount contributed after ‘December L 
1982 by an employer to, or | 


(b) any forfeited amount undeér 


a deferred profit sharing plan or a plan the registra- 

tion of which has been revoked pursuant to subsec- 

tion (14) or (14.1). Pe 

Pre-RSC History: Subsec. 147(10.3). substituted by“1990, c. 35, 

subsec. 15(8), applicable after 1990. Subsec. (10,3) formerly read: 
(10.3) Amount contributed to. or forfeited in a trust — 
There shall be included in computing the income for a taxa- 
tion year of a beneficiary described in ‘paragraph (2)(k.2) the 
aggregate of amounts allocated or reallocated. to him in the 
year in respect of any amount 


(a) contributed after December 1, 1982 by an employer 
to, or } ; 

(b) forfeited (within the meaning’ assigned by subsection 
201(3)) in 


a trust governed by a deferred profit sharing plan or a plan 
whose registration has been revoked pursuant to subsection 
(14) or (14.1). LES 
Subsec. 147(10.3) added by 1980-81-82-83, c. 140, subsec. 101(4), 
applicable with respect to taxation years commencing after 1981. 


Interpretation Bulletins: IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary. 


(10.4) Income on disposal of shares — Where 
a taxpayer has a share in respect of which the tax- 
payer has made an election under subsection (10.1), 
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there«shall be included in computing the taxpayer’s 
income for ‘the taxation year in which the taxpayer 
disposed of or exchanged the share or ceased; to be a 
resident of Canada, whichever jis the earlier, the 
amount, if any, by which the fair market value of the 
share at the time the taxpayer acquired it exceeds the 
cost to. the taxpayer, determined. under Paragraph 
(10.2)(c), of the share at the tume the taxpayer ac- 
quired it. ; ail 
Related Provisions: 110(1)(d.3) — Employer’s shares — deduc- 
tion from taxable income; 147(10.5) — Order of disposal of shares, 


(10.5) Order of disposal of shares — For the 


purposes of subsection (10.4), a taxpayer shall: be 
deemed to have. disposed of or exchanged shares that 
are identical properties in the order in which the tax- 
payer acquired them. : ! 

Pre-RSC History: Subsecs. 147(10.4), (10.5) added by 1986, c. 6, 
subsec. 83(2), applicable (by subsec. 83(3) as amended by 1986, c. 


55, s.'82) with respect to terminations of interests in ‘DPSPs occur- 
ring ‘after May 23, 1985.5 «— - 


Interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred profit-sharing plan. 


(10.6) Commencement of annuity after age 
69 — Where an amount is paid before 1997 pursu- 
ant to or under a deferred profit sharing plan to 
purchase for.a beneficiary under the plan’an annuity 
to which subparagraph (2)(k)(vi) applies, and pay- 
ment of the annuity has not begun by the end of the 
particular year.in which the beneficiary attains 69 
years of age, 
(a) the beneficiary is deemed to have, disposed of 
the annuity immediately after the particular year 
and to have received as proceeds of the disposi- 
tion an amount equal to the fair market value of 
the annuity at the end of the particular year; 


(b) the beneficiary is deemed to have acquired 
immediately after the particular year an interest 
_ dn the annuity as a separate and newly issued an- 
_Muity contract at a cost equal to the amount -re- 
ferred to in paragraph (a); and 


(c) the issue and acquisition of the contract re- 

ferred to in paragraph (b) are deemed not-to be 

pursuant to or under a deferred profit sharing 

plan. ee + 
Related Provisions: 56(1)(d.2)Gii) — Beneficiary required. to in- 
clude fair market value of annuity in income; 146(13.2) — Parallel 
tules for RRSPs; 198(6)(d) — Life insurance policy purchased with 
DPSP maturing by age 69; Ole 


History: Subsec.'147(10.6) added by 1997, ¢. 25, subsec. ‘43(6), 


| applicable after’1996 except that 


(a) where a beneficiary under a profit sharing plan attained 70 
years of age before 1997, the subsec. does not apply to an annu- 
ity purchased for the beneficiary; 


(b) where a beneficiary under a profit sharing plan attained 69 
years of age in 1996, in applying subsec. (10.6) to an annuity 
purchased for the beneficiary, the reférence to “69 years of age” 
shall be:read as “70. years of age”; and = 


(c) the subsec. does not apply to an annuity purchased before 
March 6,°1996 fora beneficiary under a deferted profit sharing 


1376 


Div. G — Special Income Arrangements 


» plan where; under the terms‘and conditions of the annuity con- 
tract as they read immediately before that day, 
(i) the day on which annuity payments are to begin under 
the contract is fixed and determined and is after the year in 
which the beneficiary attains 
(A) 69 years of age, where the beneficiary had not at- 
tained that age before 1997, or 
(B) 70 years of age, where the beneficiary attained 69 
years of age in 1996, and © 


(ii) the amount and timing of each annuity payment are 
fixed and determined. ' ” 


Ad Portion of receipts deductible — For the 


purposes of subsections (10), (10.1) and (12), where 
an amount was received in a taxation year from a 
trustee under a deferred profit sharing plan by an 
employee or other beneficiary thereunder, and the 
employee was a beneficiary under the plan at a time 
when the plan was an employees profit sharing plan, 
the amount determined for the year under this sub- 
section in relation°to the plan and in respect of the 
beneficiary is such portion of the total of the 
amounts so received in the year as does not exceed 


(a) the total of 
(i) each amount included in respect of the plan 


in computing the income of the employee for | 
the year or for a previous taxation year by Vir- 


tue of section 144, + ai 
(ii) each amount paid by the ‘employee to a 
trustee under the plan at a time when it was an 
employees profit sharing plan, and 
(iii) each amount that was allocated to the em- 
ployee or other beneficiary by a trustee under 
the plan, at a time when it was an employees 
profit sharing plan, in respect of a capital gain 
made by the trust before 1972, 

minus 

(b) the total of 

(i) each amount received by the employee or 


other beneficiary in a previous taxation year — 


from a trustee under the plan at a time when it 
was an employees profit sharing plan, 


(ii) each amount received by the employee or 


other beneficiary in a previous taxation year 
from a trustee under the plan at a time when it | 


was a deferred profit sharing plan, and 


(iii) each amount allocated to the employee or 
other beneficiary by a trustee under the plan, 
at a time when it was an employees profit 
sharing plan, in respect of a capital. loss sus- 
tained .by the trust before 1972.: . 
Related Provisions: 147(10) — Amounts received taxable; 
147(17) — Meaning of “other beneficiary”. 
Pre-RSC History: All that portion of subsec. 147(11) preceding 
subpara. (a)(ii) substituted by 1973-74, 'c. 14, subsec. 51(3), applica- 
ble to 1972 et seq. 
Interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred profit-sharing plan; IT-363R2: Deferred 
profit sharing plans — deductibility of émployer contributions and 


S. 147(13) 


taxation of amounts received by a beneficiary. 


(12) Idem — For the purposes of subsections (10) 
and (10.1), where an amount was received in a taxa- 
tion year from a trustee under a deferred profit shar- 
ing plan by an employee or other beneficiary there- 
under, and the employee has made a payment in the 
year or a previous year to a trustee under the plan at 
a time when the plan was_a deferred profit sharing 
plan,.the amount determined for the year under this 
subsection in relation to the plan and in respect of 


the beneficiary is such portion of the total of the 


amounts so received in the year (minus any amount 
determined for the year under subsection (11) in re- 
lation to the plan and in respect of the beneficiary) as 
does not exceed 


(a) the total of all amounts each of which was so 
paid by the employee in the year or a previous 
year to the extent that the payment was not de- 
ductible in computing the employee’s income, 

minus 
(b) the total of all amounts each of which was re- 
ceived by the employee or other beneficiary from 
a trustee under the plan, at a time when it was a 
deferred profit sharing plan, to the extent that it 

’ was included in the computation of an amount 

determined for a previous year under this subsec- 
tion in relation to the plan and in respect of the 
employee or other beneficiary. 

Related Provisions: 60(j)— Transfer of superannuation bene- 


fits; 147110) — Amounts received taxable; 147(11) — Portion of 
receipts deductible; 147(17) — Meaning of “other beneficiary”. 


Pre-RSC History: Subsec. 147(12) substituted by 1973-74, c. 14, 
subsec. 51(4), applicable to 1972 et seq. 


Interpretation Bulletins: IT-281R2: Elections. on single pay- 
ments from a deferred profit-sharing plan; IT-363R2: Deferred 
profit sharing plans — deductibility of employer contributions and 
taxation of amounts received by a beneficiary. 


(13) Appropriation of trust property by em- 
ployer — Where funds or property of a trust gov- 
erned by a deferred profit sharing plan have been ap- 
propriated in any manner whatever to or for the 
benefit of a taxpayer who is 


(a) an employer by whom payments are made in 

trust to a trustee under the plan, or 

(b) a corporation with which that employer does 

not deal at arm’s length, 
otherwise than in payment of or on account of shares 
of the capital stock of the taxpayer purchased by the 
trust, the amount or value of the funds or property so 
appropriated shall be included in computing the in- 
come of the taxpayer for the taxation year of the tax- 
payer in which the funds or property were so appro- 
priated, unless the funds or property or an amount in 
lieu thereof equal to the amount or value of the funds 
or property was repaid to the trust within one year 
from the end of the taxation year, and it is estab- 
lished by subsequent events or otherwise that the re- 
payment was not made as part of a series of appro- 
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priations and repayments. 


Related Provisions: 201 — Tax on forfeitures; 214(3)(d) — 
Non-resident withholding tax; 248(10) — Series of transactions. 


(14) Revocation of registration — Where, at any 
time after a profit sharing plan has been accepted by 
the Minister for registration for the purposes of this 
Act, 3 


(a) the plan has been revised or amended or a 
new plan has been substituted therefor, and the 
plan as revised or amended or the new plan sub- 

' stituted therefor, as the case may be, ceased to 
Comply with the requirements of this section for 
its acceptance by the Minister for registration for 
the purposes of this Act, 


(b) any provision of the plan has not been com- 
plied with, 


(c) the plan is a plan that did not, as of January 1, 
1968, 


(i) comply with the requirements of 
paragraphs (2)(a), (b) to (h), (j) and (k), and 
paragraph 147(2)(i) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read on January 1, 1972, and 


(i1) provide that the amounts held by the trust 
for the benefit of beneficiaries thereunder that 
remain unallocated on December 31. 1967 
must be allocated or reallocated, as the case 
may be, before 1969, 


(c.1) the plan becomes a revocable plan pursuant 
to subsection (21), . 


(c.2) the plan does not comply with the require- 
ments of paragraphs (2)(a) to (k) and (1), 

(c.3) in the case of a plan that became registered 
after March, 1983, the plan does not comply with 
the requirements of paragraphs (2)(k.1) and (k.2), 


(c.4) the requirements of subsection (5.1) in re- 
spect of the plan are not satisfied for a calendar 
year, or . 


(c.5) an employer who participates in the plan 
fails to file an information return reporting a pen- 
sion adjustment of a beneficiary under the plan as 
and when required by regulation, 


the Minister may revoke the registration of the plan, 


(d) where paragraph (a) applies, as of the date 
that the plan ceased so to comply, or any subse- 
quent date, 


(¢) where paragraph (b) applies, as of the date 
that any provision of the plan was not so com- 
plied with, or any subsequent date, 


(f) where paragraph (c) applies, as of any date 
following January 1, 1968, 


(g) where paragraph (c.1) applies, as of the date 
on which the plan became a revocable plan, or 
any subsequent date, 


(h) where paragraph (c.2) or (c.3) applies, as of 
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the date on which the: plan did not so comply, or 
any subsequent date, but not before January 1, 
(i) where paragraph (c.4) applies, as of the end of 
the year for which the requirements of subsection 
(5.1) in respect of the plan are not satisfied, or 
any subsequent date, and 


G) where paragraph (c.5) applies, as of any date 
after the date by which the information return 
was required to be filed, 


and the Minister shall thereafter give notice of the 
revocation by registered mail to ‘a trustee under the 
plan and to an employer of employees who are bene- 
ficiaries under the plan. 
Related Provisions: 147(2) — Requirements for registration; 
147(10.3) — Amount contributed to or forfeited under a plan; 
147(15) — Rules applicable to revoked plan; 172(3)(c) — Appeal 
from refusal to register, revocation of registration, etc.; 198 — Tax 
on non-qualified investments and use of assets as security; 204 — 
“Revoked plan”; 244(5) — Proof of ‘service by mail; 248(7)(a) — 
Mail deemed received on day mailed. 
Pre-RSC History: Subpara. 147(14)(c)(i) substituted, paras. (c.1) 
to (c.5) and (g) to (j) added, by 1990, c. 35, subsecs. 15(9) to (11), 
paras. (c.1) and (g) applicable after 1988, the remainder after 1990. 
Subpara. (c)(i) formerly read: 
(i) comply with the conditions described in paragraphs (2)(a) 
to (k), and 
All that portion of subsec. 147(14) following para. (c) substituted by 
1976-77, :c. 4, subsec. 58(2), applicable after May 25, 1976. That 


portion formerly read: 


the Minister may revoke the registration of the plan as of any 
date following 
(d) where paragraph (a) applies, the date that the plan 
ceased so to comply, ; 
(e€) where paragraph (b) applies, the date that any provi- 
sion of the plan was not so complied with, and 
(f) where paragraph (c) applies; January 1, 1968, 
and he shall thereafter give notice of his action by registered 


mail to a trustee under the plan and to an employer of em- 
ployees who are beneficiaries under the plan. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(14.1) Idem — Where on any day after June 30, 
1982 a benefit or loan is extended or continues to be 
extended as a consequence of the existence of a de- 
ferred profit sharing plan and that benefit or loan 
would be prohibited if the plan met the requirement 
for registration contained in paragraph (2)(k.1), the 
Minister may revoke the registration of the plan as of 
that or any subsequent day that is specified by the 
Minister in a notice given by registered mail to a 
trustee under the plan and to an employer of employ- 
ees who are beneficiaries under the plan. 

Related Provisions: 147(15) — Rules applicable to revoked 
plan; 198 — Tax on non-qualified investments ahd use of assets as 
security; 204 — “Revoked plan”; 244(5) — Proof of. service by 
mail; 248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 147(14.1) added by 1980-81-82-83. c. 
140, subsec. 101(5). 


(15) Rules applicable to revoked plan — 
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Where the Minister revokes the registration of a de- 
ferred profit sharing plan, the plan (in this section re- 
ferred to as the “revoked plan”).shall be deemed, for 
the purposes of this Act, not to be a deferred profit 

sharing plan, and notwithstanding any other provi- 

sion of this Act, the following rules shall apply: 


(a) the revoked plan shall not be accepted for re- 
_ gistration for the purposes of this Act or be 
~ deemed to have become registered as a deferred 

profit sharing plan at any, time within a period of 
one year commencing on the date the plan be- 
came a revoked plan, apes 


(b) subsection (7) does not apply to exempt the 

trust governed by the plan from, tax under this 

Part on the taxable income of the trust for a taxa- 

tion year in which, at any time therein, the trust 
~ was governed by the revoked plan, 


(c) no deduction shall be made by an employer in 
computing the employer’s income for a taxation 
year in respect of an amount paid by the em- 
ployer to.a trustee under the plan at a time when 
it was a revoked plan; 


(d) there shall be included in computing the in- 
come of a taxpayer for.a taxation year 


(i) all amounts received by the taxpayer in the 

year from a trustee under the revoked plan 
that, by virtue of subsection (10), would have 
been so included if the revoked:plan had been 
_a deferred profit sharing plan. at the time the 
taxpayer received those amounts, and 


(ii) the amount or value of any funds or prop- 
erty appropriated to or for the benefit of the 
taxpayer in the year that, by virtue of subsec- 
tion (13), would have been so included if the 
revoked plan had been a deferred profit shar- 
ing plan at the time of the appropriation of the 
funds or property; and ,. 


(e) the revoked plan shall be deemed, for the pur- 
poses of this Act, not to be an. employees profit 
sharing plan or a retirement compensation 
arrangement. 

Related Provisions: 147(14), (14.1) — Revocation of DPSP; 


147(18) — Inadequate consideration ‘on purchase from or sale to 
trust; 214(3)(d) — Non-resident withholding tax. 


Pre-RSC History: Para. 147(15)(e) amended by 1990, c. 35, sub- 
sec. 15(12), to add “or a retirement compensation arrangement”, ap- 
plicable after October 8, 1986. 


(16) Payments out of profits — Where the terms 
of an arrangement under which an employer makes 
payments to a trustee specifically provide that the 
payments shall be made “out of profits”, the arrange- 
ment shall be deemed, for the purpose of subsection 
(1), to be an arrangement for payments “computed 
by reference to an employer’s profits from the em- 
pioyer’s business”. 

Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments’ computed by reference to profits. *~ 


S. 147(19)(a) 


(17) Interpretation of “other beneficiary” — 
Where the: expression “employee, or other benefici- 
ary” under a profit sharing plan occurs. in this sec- 
tion, the words “other beneficiary” shall be con- 
strued as meaning any person, other than the 
employee, to whom any amount is or may become 
payable by a trustee under the plan as a result of pay- 
ments made to the trustee under the plan in trust for 
the benefit of employees, including the employee. 


Related Provisions: 202(1),— Returns and payment of estimated 
tax. 


(18) Inadequate consideration on purchase 
from or sale to trust — Where a trust governed 
by a deferred profit sharing plan or revoked plan 


(a) disposes of property to a taxpayer for a con- 
sideration less than the fair market value of the 
property at the time of the transaction, or for no 
| consideration, or 


(b) acquires property from a taxpayer for a con- 
sideration greater than the fair market value of 
the property at the time of the transaction, 


the difference between that fair market value and the 
consideration, if any. 


(c) shall, for the purposes of subsections (10) and 
(15), be deemed to be an amount received by the 
taxpayer at the time of the disposal or acquisition, 
as the case may be, from a trustee under the plan 
as if the taxpayer were a beneficiary under the 
plan, and 


(d) is an amount taxable under section 201 for the 
calendar year in which the trust disposes of or.ac- 
quires the property, as the case may be. 


Related Provisions: 201,— 50% tax payable. on.amount taxable. 


Pre-RSG History: That portion of subsec. 147(18) following para. 
(b) substituted by 1990, c. 35, subsec. 15(13), applicable after 1990. 
That portion formerly read: 


the difference between such fair market value and the consid- 
eration, if any, shall be deemed to be, 


(c) for the purposes of subsections (10) and (15), an 
amount received by the taxpayer froma trustee under the 
plan.as if the taxpayer were a beneficiary under the plan, 
and 


(d) for the purposes of section 201, an amount forfeited 
in the trust and reallocated, to the taxpayer, as if the tax- 
payer were an employee who was a beneficiary under the 
plan, 


at the time of the disposal or acquisition, as the case may be. 


- para. 147(18)(c) substituted by 1974-75-76, c. 26, s. 101, applicable 


to 1974 et seq. Para. 147(18)(c) formerly read: 


(c) forthe purposes of subsection (10), an amount received by 
the taxpayer from a trustee under the plan as if the taxpayer 
were.a beneficiary under the plan, and 


Information Circulars: 77-1R4 — Deferred profit sharing plans. 
(19) Transfer to RPP, RRSP. or DPSP — An 


amount is transferred from a deferred profit sharing 
plan in accordance with this subsection if the amount 


(a) is not part of a series of periodic payments; 
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(b) is transferred on behalf of an individual 


(i) who is an employee or former employee of 
an employer who participated in the plan on 
the employee’s behalf, or i ea] 

(il) who is entitled to the amount as a conse- 
quence of the death of an employee or former 
employee referred to in subparagraph (i) and 
who was, at the date of the employee’s death, 
a spouse (within the meaning assigned by sub- 
section 146(1.1)) of the employee, : 


in full or partial satisfaction of the individual’s 
entitlement to benefits under the plan; 
(c) would, if it were paid directly to the individ- 
ual, be included under subsection (10) in comput- 
ing the individual’s income for a taxation year; 
and 


(d) is transferred for the benefit of the individual 
directly to 


(i) a registered pension plan, 


(il) a registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning assigned by subsection 146(1)), 
or 


(ii) a deferred profit sharing plan that can rea- 
sonably be expected to have at least 5 benefi- 
Claries at all times throughout the calendar 
year in which the transfer is made. 
Related Provisions: 609) — Transfer of superannuation bene- 
fits; 60(.2) — Transfer to spousal RRSP; 60(k) —re 1989 — 
Transfers to DPSPs; 104(27.1) — DPSp benefits; 146(8.2) — 
Amount deductible where withdrawn after mistaken contribution; 
147(2)(a.1) — Acceptance of plan for registration: 147(10.2) — 
Single payment on retirement etc.; 147(20) — Taxation of amount 
transferred; 147(22) — Excess transfer; 248(8) — Occurrences as a 
consequence of death; 248(10) — Series of transactions. 
Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: See list at end of s. 147. 
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Forms: T2151: Record of direct transfer of a “single amount”, ~ 


(20) Taxation of amount transferred — Where 
an amount is transferred on behalf of an individual in 
accordance with subsection (19), iS 9 


(a) the amount shall not, by reason only of that 
transfer, be included by virtue of this section in 
computing the’ income of any taxpayer; and 
(b) no deduction may be made under any provi- 
sion of this Act in respect of the amount in com- 
puting the income of any taxpayer. 

Related Provisions: 56(1)(i) — Amount received taxable; 


212(1)(m)(i) — Transferred amount not subject to non-resident 
withholding tax. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(21) Restriction re transfers — A deferred profit 
sharing plan becomes a revocable plan at any time 
that an amount is transferred from. the plan to a regis- 
tered pension plan, a registered retirement savings 
plan or another deferred profit sharing plan unless 
(a) the transfer is in accordance with subsection 
(19); or 
‘(b) the amount is deductible under paragraph 
60G) or (j:2) of this Act or paragraph 60(k) of the 
Income. Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, by the individual on whose 
behalf the transfer is made. 
Related Provisions: 147(14)(c.1) — Revocation of registration. 


Pre-RSC History: Subsecs, 147(19) to (21) added by 1990, c. 35, 
subsec. 15(14), applicable in Ttespect of amounts transferred after 
1 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 


_ 148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(22) Excess transfer — Where 


(a) the transfer of an amount from a deferred 
profit sharing plan in a calendar year on behalf of 
a beneficiary under the plan would, but. for this 
subsection, be in accordance with subsection 
(19), and 


(b) the requirements of subsection (5.1).in respect 
of the plan are not satisfied for the year by reason 
that the beneficiary’s pension credits or pension 
adjustments do not comply with any: of 
paragraphs (5.1)(a) to (c), 
such portion of the amount transferred as may rea- 
sonably be. considered ‘to derive from amounts allo- 


- cated or reallocated to the beneficiary in the year or 


from. earnings reasonably attributable to those 
amounts shall, except to the extent otherwise ex- 
pressly provided in writing by the Minister, be 
deemed to be an amount that was not transferred in 
accordance with subsection (19). 

Pre-RSC History: Subsec. 147(22) added by 1990, ‘c.. 35, subsec. 
15(14), applicable in respect of amounts transferred after 1990. 
Interpretation Bulletins: [T-528- Transfers. of funds between 
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registered plans.) 05 of ractedt te yege 


Definitions [s. 147]: “amount”; “annuity”, “business” — 248(1), 
“Canada” — 255; “capital gain”, “capital’ loss” —= 39¢1), 248(1); 


“corporation” — 248(1), Interpretation Act 35(1); “deferred profit | 
sharing plan” —147(1), 248(1); “employed”, “employee” — | 


948(1); “employees profit Sharing plan” —'144(1), 2481); “em- 
ployer”, “employment” +. 248(1); “estate” + 104(1), 248(1); “for- 
feited amount? + 147(1); “identical” 248(12);, “individual” — 
248(1); “licensed annuities provider”, — 147(1); “Minister” — 
248(1); “money purchase limit” — 147.1(1), 248(1); “other benefi- 
ciary” — 147(17); “participate” — 147(1. 1); “pension adjust- 
ment” —248(1), Reg. 8301(4); “person”, “prescribed” — 248(1); 
“profit sharing plan” — 147(1), 248(1); “property” — 248(1); 
“province” — Interpretation. Act 35(1); “registered, pension 
plan” — 248(1); “registered retirement savings plan” — 146(1), 
248(1); “regulation” — 248(1); “related” —'951(2); “resident in 
Canada” —= 250; | “retirement. compensation® arrangement’: +- 
248(1);:“‘revoked plan” — 147(15), “series of transactions” — 
248(10); “share”, “specified shareholder” = 248(1); “spouse” — 
252(4)(a); “taxable. income” — 2(2), 248(1); “taxation year” — 
249: “taxpayer” — 248(1); “trust” — 104(1), 2481), (3); “writ- 
ing” — Interpretation Act 35(1). 

Information Circulars [s. 147]: 74-1R5: Form T2037 — Notice 
of purchase of annuity with»“plan” funds; 77-1R4: Deferred profit 
sharing plans; 79-8R3: Forms to use; to directly transfer funds, to. or 
between plans, or to.purchase.an annuity. 2 yaye ir) fy th 


Registered Pension Plans. 


147.1 (1) Definitions — In. this section, and. sec- 
tions 147.2 and_147.3,. ON" Sal 


“actuary” means a Fellow of the Canadian Institute 
of Actuaries; mye | 


“administrator” of a pension plan means the person 
or body of persons that has ultimate responsibility 
for the administration of the plan; , agent 
Related Provisions: 147.1(6) — Administrator, 147.1(7) — Ob- 
ligations of administrator. cre ery ‘ rbosgia 


“average wage” for a calendar year means the 
amount that is obtained by dividing by 12the’total of 
all amounts each of which is the wage measure for a 
month. in the. 12 month period ending on June 30, of 
the immediately. preceding, calendar year; .. 


“compensation” of an individual from an employer 
for a calendar year means the total of all amounts 
each of which is ‘ 


(a).an amount in respect of 


(i) the individual’ s employment with the em- 
ployer, or wi " 


(ii) an office in respect of which the individual _ 


is remunerated by the employer 


that is 'required (or that would be required but for | 


paragraph 81(1)(a) as it applies with respect to 
the Indian:Act) by'section’5 or:6 to be included in 
computing the individual’s»income for the year, 
except such portion of the amount as 


(iii) may reasonably be considered to:relate to | 


a period throughout which the individual was 
not resident in Canada, and 
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(iv) is’ not ‘attributable to the performance of 
the'duties of the office or employment in Can- 
ada or is exempt from income tax in Canada 
by reason of a provision contained in a tax 

_ convention or agreement with another country 
that has the force of law in Canada, 

(b) a prescribed amount, or 


(c) an amount acceptable to the Minister in re- 
spect of remuneration received by the individual 
from any employer for a, period in the, year 
throughout which the individual was not resident 
in Canada, to the extent that the amount is not 
otherwise included in the total; 
Related Provisions: 147(5.1) ~DPSP ‘Contribution limits; 
147(5.11) — Compensation; 147.1(8) — Pension adjustment limits; 
147:1(9)— Pension adjustment limits — multi-employer plans. 
Regulations: 8507 (prescribed amount). 


“defined. benefit provision”. of a pension plan 
means terms of, the plan under which benefits in re- 
spect.of each member. are determined. in .any, way 
other than that described.in the definition “money 
purchase provision” in.this subsection; . 

Related Provisions: 60(j.01) — Transfer of surplus. 
Interpretation Bulletins: IT-167R6: ‘Registered pension plans — 
employee’s contributions; IT-528: Transfers of funds between regis- 
tered plans. arene 


“member”’ of a pension plan means..an individual 
who has:a right, either immediate or in the future and 
either absolute or contingent, to receive benefits 
under the plan, other’ than-an individual who has 
such a right only by reason of the participation of 
another individual in the plan; loraq ys: 
“money purchase limit” for a calendar. year means 

(a) for years: before 1990, nil, 

(b) for 1990, $115500, 

(c) for 1991 and 1992, $12,500, 

(d) for 1993, $13,500, 

(e) for 1994, $14,500, , 

(f) for 1995, $15,500, and 


(g) for years after, 1995 and before 2003, 
$13,500, : 


(h) for 2003, $14,500, 
(i) for 2004, $15,500, and 
(j)'for each year after 2004, the greater of 
(i) the product of 
(A). $15,500, and 


(B) the quotient obtained when the average 
wage for the year is divided by the average 
wage for 2004, 


rounded to thé nearest multiple of $10, or, if 
that product is equidistant from 2 such: con- 
secutive multiples, to the higher thereof, and 
(ii) thesmoney. purchase limit for the preced- 
ing year; 


ta 
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Related Provisions: 146(1)— RRSP dollar limit: 147.1(8) — 
Pension adjustment limits; 147.1(9) — Pension adjustment limits — 
multi-employer plans; 248(1)“money purchase limit” — Definition 
applies to entire Act. 


History: Paras. (g) to (j) of the definition “money purchase limit” 
in subsec. 147.1(1) amended by 1997, c. 25, s. 44, applicable after 
1996. Paras. (g) to (j) formerly read: 


(g) for 1996, $13,500, 
(h) for 1997, $14,500, 
(i) for 1998, $15,500, and 
(j) for each year after 1998, the greater of 
(i) the product of 
(A) $15,500, and 


(B) the quotient obtained when the average wage for 
the year is divided by the average wage for 1998, 


rounded to the nearest multiple of $10, or, if that product 
is equidistant from 2 such consecutive multiples, to the 
higher thereof, and 


(ii) the money purchase limit for’ the preceding year; 


Paras. (g) to (j) substituted for para. (g) of the definition “money 
purchase limit” in subsec. 147.1(1), by 1996, c. 21, s. 36, applicable 
after 1995. Para. (g) formerly read: 22 


(g) for each year thereafter, the greater of 
(i) the product of 
(A) $15,500, and 


(B) the quotient obtained when the average wage for 
the year is divided by the average wage for 1995, 


rounded to the nearest multiple of $10, or, if that product 
is equidistant from two such consecutive multiples, to the 
higher thereof, and 


(ii) the money purchase limit for the immediately preced- 
ing calendar year; 


“Money purchase limit” in subsec. 147,1(1) amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 85(1), applicable after 1991. That 
definition formerly read: | 


“money purchase limit” for'a calendar year means 

(a) for years preceding 1990, nil, 
(b) for 1990, $11,500, 
(c) for 1991, $12,500, 
(d) for 1992, $13,500, 
(e) for 1993, $14,500, 
(f) for 1994, $15,500, and 
(g) for each year thereafter, the greater of 

(i) the product of - 

(A) $15,500, and 


(B) the quotient obtained when the average wage 
for the year is divided by the average wage for 
1994, 


rounded to the nearest multiple of ten dollars, or, if 
that product is equidistant from two such consecutive 
multiples, to the higher,thereof, and 


(ii). the money purchase limit. for the immediately 
preceding calendar year;: : 


“money purchase provision” of a pension plan 
means terms of the plan 


(a) which provide for a separate account to be 
maintained in respect of each member, to which 
are credited contributions made to the plan by, or 
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in respect of, the member and any other amounts 
allocated to the member, and to which are 
charged payments made in respect of the mem- 
ber, and 


(b) under which the only benefits in respect of a 
member are benefits determined solely with ref- 
erence to, and provided by, the amount in the 
member’s account; 
Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions; IT-528: Transfers of funds between regis- 
tered plans. 


“Mnulti-employer plan” in a calendar year has the 
meaning assigned by regulation; 
Related Provisions: 147.1(9) — Pension adjustment limits — 


multi-employer plans; 252.1 — Where union is employer; Reg. 
8510(5) — Special rules — multi-employer plan. 


Regulations: 8500(1), 8510(1) (meaning of “multi-employer 
plan”). : 


“participating employer”, in relation to a pension 
plan, means an employer who has made, or is re- 
quired to’make, contributions to the plan in respect 
of the employer’s employees or former employees, 
or payments under the plan to the employer’s em- 
ployees or former employees, and includes a pre- 
scribed employer; 

Regulations: 8308(7)(c) (prescribed employer). 

Interpretation Bulletins: IT-363R2: Deferred profit sharing 


plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary. 


“past service event” has the meaning assigned by 
regulation; . 

Related Provisions: 147.1(10) — Past service benefits. 
Regulations: 8300(1), (2) (past service event). 


“single amount” means an amount that is not part of 
a series of periodic payments; 

Interpretation Bulletins: IT-528: Transfers of funds between 
registered. plans. 


“specified multi-employer plan” in a calendar year 
has the meaning assigned by regulation; 

Related Provisions: 252.1 — Where union is employer. 
Regulations: 8506(1), (3), 8510(2)-(8). 


“spouse” — [Repealed] 


History: “Spouse” repealed by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 85(2), applicable after 1992. [See now subsec. 252(4).] That 
definition formerly read: 


“spouse” of an individual has the meaning assigned by sub- 
section 146(1.1); 


“wage measure” for a month means the average 
weekly wages and salaries of 


(a) the Industrial Aggregate in Canada for the 
month as published by Statistics Canada under 
the Statistics Act, or 


(b) in the event that the Industrial Aggregate 
ceases to be published, such other measure for 
the month as is prescribed by regulation under the 
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Canada Pension Plan for the purposes of para- 
graph 18(5)(b) of that Act. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. _ 


(2) Registration of plan — The following rules 
apply with respect to the registration of pension 
plans: : . 


(a) the Minister shall not, register a: pension plan 
unless » Wy tale a 


(i) application for registration is made ‘in pre- 
scribed manner by the plan administrator, 
(ii) the plan complies with prescribed condi- 
tions for registration, and =~ 
(iii) where the plan is required to be registered 
under the Pension Benefits Standards Act, 
1985 or.a similar law of a province, applica- 
tion for such registration has been made; 
(b) where a pension plan that was submitted for 
registration before 1992 is registered by the Min- 
ister, the registration is effective from the day 
specified in writing by the Minister; and 
(c) wheté a pension plan that is submitted for re- 
gistration after 1991 is registered by the Minister, 
the registration is effective from the later of 
(i) January 1 of the calendar year in which ap- 
plication for registration is made in prescribed 
manner by the plan administrator, and 
(ii) the day the plan began. : 
Related Provisions: 149(1)(0) — Exemption — pension trust; 


172(5) — Deemed refusal to register; 241(4)(j) — Communication 
of information — exception. 


History: Paras. 147.1(2)(b) and (c) amended by 1994, c. 7, Sch. 
VIII (1993). 24), subsec. 85(3), applicable-after 1990. Paras. (b) 
and (c) formerly read: BH | 


(b) where a pension plan. that is submitted for registration 
before 1991 is registered by the Minister, the ‘registration is 
effective from such day as is specified in writing by the Min- 

‘fster; and’ 

“ (c) where a pension plan that is submitted for registration af- 
ter 1990 is registered by the Minister, the registration is effec- 
tive from the later of 

>i) January’1 of the calendar year in which application for- 

. ‘registration is made in prescribed manner by the plan ad-:* 
ministrator, and t 
(ii) the day of commencement of ‘the plan. 2 


Regulations: Part LXXXV; 8501(1) (prescribed-conditions); 
8512(1), (2) (prescribed conditions, prescribed manner). 
information Circulars: 72-13R8: Employees’ pension plans 
[partly superseded by new Regulations]. yg 


Forms: 1510: Application for registration of a pension plan. 


(3) Deemed registration — Where application is 
made to the Minister for registration of a pension 
plan for the purposes of this Act and, where the man- 
ner for making the application has been prescribed, 
the application is: made in that manner by the 
administrator, ; 


(a) subject to paragraph (b), the plan shall, for the 


sion plan unless 


S. 147.1(6) 


purposes of this Act other than paragraphs 60(j) 
and (j.2) and section 147.3, be deemed to be a 
registered pension plan throughout the period 
commencing on the latest of 


(i) January 1 of the calendar year in which the 
application is made, 


(ii) the day of commencement of the plan, and 
Git) January 1, 1989: irl 

and ending on the day on which a final determi- 

nation is made with respect to the application, 
and spittin 


(b) where the final determination made with re- 
spect to the application is a refusal to register the 
plan, this Act shall, after the day of the final de- 
termination, apply as if the plan had never been 
deemed, under paragraph (a), to be a registered 
pension plan, except that 


(i) any information return otherwise required 
to be filed under subsection 207.7(3) before 
the particular day that is 90 days after the day 
of the final determination is not required to be 
filed until the particular day, and 


(ii) subsections 227(8) and (8.2) are not appli- 
cable with respect to contributions made to 
the plan on or before the day. of the final 
determination. f 

Related Provisions: 172(3) — Appeal from refusal to register, 
révocation of registration, etc.; 172(5) — Deemed refusal to 
register. 


(4) Acceptance of amendments — The Minister 
shall not accept an amendment to a registered pen- 


(a) application for the acceptance is made in pre- 
scribed manner by the plan administrator; 


(b) the plan as amended complies with prescribed 
conditions for registration; and 


(c) the amendment complies with prescribed 
conditions. 
Related Provisions: 147.1(15) — Plan as registered. 
Regulations: 8501(1), 8511 (prescribed conditions), 8512 (pre- 
scribed manner). 


Forms: 1920: Application for acceptance of an amendment to an 
RPP. 


(5) Additional conditions — The Minister may, 
at any time, impose reasonable conditions applicable 
with respect to registered pension plans, a class of 
such plans or a particular registered pension plan. 


(6) Administrator — There: shall, for each regis- 
tered pension plan, be a person or a body of persons 
that has ultimate responsibility for the administration 
of the plan and, except as otherwise permitted in 
writing by the Minister, the person or a majority of 
the persons who constitute the body shall be a person 
or persons resident in Canada. 


Related Provisions: 147.1(7) — Obligations of administrator; 
147.1(11) — Revocation of registration — notice of intention; 
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250 — Residents. 


(7) Obligations of administrator — The admin- 
istrator of a registered pension plan shall 


(a) administer the plan in accordance with the 
terms of the plan as registered except that, where 
the plan fails to comply with the prescribed con- 
ditions for registration or any other requirement 
of this Act or the regulations, the administrator 
_may administer the plan as if it were amended to 
- $0 comply; - 
(b) before July, 1990, in the case of a person or 
body that is the administrator on January 1, 1989 
or becomes the administrator before June, 1990, 
and, in any other case, within 30 days after be- 
coming the administrator, inform the Minister in 
writing 
(i) of the name and. address of the person who 
is the administrator, or 


(ii) of the names and addresses of the persons 
who constitute the body that is the administra- 
tor; and 


(c) where there is any change in the information 
provided to the Minister in accordance with this 


paragraph or paragraph (b), inform the Minister | 


in writing, within 60 days after the change, of the 
new information. 
Related Provisions: 147.1(11) — Revocation. of registration; 
147.1(15)— Plan as registered; 147.1(18) — Regulations; 
238(1) — Offences; 248(7)(a) — Mail deemed received on day 
mailed. 


Regulations: Part 
conditions). 


LXXXIV, “Part LXXXV (prescribed 


Forms: T3P: Employees’ pension plan information and income tax 
return. ” 


(8) Pension adjustment limits — Except as oth- 
erwise provided by regulation, a registered pension 
plan (other than a multi-employer plan) becomes, at 
the end of a calendar year after 1990, a revocable 
plan where 


(a) the pension adjustment for the year of a mem- 
ber of the plan in respect of a participating em- 
ployer exceeds the lesser of 


(i) the money purchase limit for the year, and 


(ii) 18% of the member’s compensation from 
the employer for the year; or 


(b) the total of 


(i) the pension adjustment for the year of a 
member of the plan in respect of a participat- 
ing employer, and 
(ii) the total of all amounts each of which is 
the member’s pension adjustment for the year 
in respect of an employer who, at any time in 
the year, does not deal at arm’s length with 
the employer referred to in subparagraph (i) 
exceeds the money purchase limit for the year. 


Related Provisions: 147(5.1)(c) — Contribution limits; 


Income Tax Act, Part I 


147.1(11) — Revocation of registration — notice of intention; 
147.3(13) — Excess transfer; 252.1 — Multi-employer plan — 
union as employer. 


Regulations: 8509(12) (limitation on application of 147.1(8)): 
8518 (where subsec. 147.1(8) not to apply). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(9) Idem — multi-employer plans — Except as 
otherwise provided by regulation, a registered pen- 
sion plan that is a multi-employer plan (other than a 
specified multi-employer plan) in a calendar year af- 
ter 1990 becomes, at the end of the year, a revocable 
plan where 


(a) for a member and an employer, the total of all 
amounts each of which is the member’s pension 
credit (as prescribed by regulation) for the year in 
respect of the employer under a defined benefit or 
money purchase provision of the plan exceeds the 
lesser of 


(i) the money purchase limit for the year, and 


(ii) 18% of the member’s compensation from 
the employer for the year; or 


(b) for a member, the total of all amounts each of 
which is the member’s pension credit (as pre- 
scribed by regulation) for the year in respect of 
an employer under a defined benefit or money 
purchase provision of the plan exceeds the money 
purchase limit for the year. ae 

Related Provisions: 147.1(11) — Revocation of registration — 

notice of intention; 147.1(14) — Anti-avoidance — multi-employer 

plans; 147.3(13) — Excess _ transfer; Reg. 8301 — Pension 

adjustment. 

Regulations: 8301(4)-(6), (8) (pension credit); 8509(12) (limita- 

tion on application of 147.1(9)). 

Interpretation Bulletins: IT-528: Transfers of funds between 

registered plans. 


(10) Past service benefits — With respect to 
each past service event that is relevant to the deter- 
mination of benefits in respect of a member under a 
defined benefit provision of a registered pension 
plan, such benefits as are in respect of periods after 
1989 and before the calendar year in which the event 
occurred shall be determined, for the purpose of a 
payment to be made from the plan or a contribution 
to be made to the plan at a particular time, with re- 
gard to the event only if 


(a) where the member is alive at the particular 
time and except as otherwise provided by regula- 
tion, the Minister has certified in writing, before 
the particular time, that prescribed conditions are 
satisfied, 


(b) where the member died before the particular 
time and the event occurred before the death of 
the member, 


(i) this subsection did not require ‘that the 
event be disregarded in determining benefits 
that were payable to the member immediately 
before the member’s death (or that would 
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have been so payable had the member been 
entitled to receive benefits under the provision 
immediately before the member’s death), or 


(ii) the event, as it affects the benefits pro- 
vided to each individual who is entitled to 
benefits as a consequence of the death. of the 
member, is acceptable to the Minister, 


(c). where, the member died before the particular 

time and the event occurred after the death of the 

member, the event, as it affects the benefits pro- 

vided to each individual who is entitled to bene- 

fits as a consequence of the death of the member, 
“is acceptable to the Minister, and _ 


(d) no past service event that occurred before the 
event is required by reason of the. application of 
this subsection to be disregarded at the particular 
time in determining benefits in respect of the 
member, 


and, for the purposes of this subsection as it applies 
with respect to contributions that may be made to a 
registered pension plan, where application. has been 
made for a certification referred to in paragraph (a) 
and the Minister has not refused to issue the certifi- 
cation, the Minister shall be Coote d to have issued 
the certification. 

Related Provisions: 147.1(11) — Revocation of registration — 
notice of intention; 147.1(18) — Regulations; 147.2(1) — Pension 
contributions ;deductible — employer contributions; 241(4)(c) — 
Communication of information — exception; 248(8)— Occur- 
rences as a consequence. of death. 


Regulations: 8300(6) (prescribed rules); 8306 (certification not 
required); 8307(2) (prescribed conditions); 8308(1) (benefits pro- 
vided before registration); 8519 (prescribed manner). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


Forms: T1004: Application for certification of a provisional past 
service pension adjustment. 


(11) Revocation of registration — notice of 
intention — Where, at any time after a pension 
plan has been registered by the Minister, 


(a) the plan does not comply with the prescribed 
conditions for registration, 


(b) the plan is.not administered in accordance 
with the terms of the plan as registered, 


(c) the plan becomes a revocable plan, 


(d) a condition imposed by the Minister in writ- 
ing and applicable with respect to the plan (in- 
cluding a condition applicable generally to regis- 
tered pension plans or a.class of such plans and a 
condition first imposed before 1989) is not com- 
plied with, 

(e) a requirement under, subsection (6) or (7) is 
not complied with, 


(f) a benefit.is paid by the plan, or a contribution 
is made to the plan, contrary to subsection (10), 


(g) the administrator of the plan fails to file an 
information return or actuarial report relating to 


S. 147.1(12) 


the plan or to’a member of the plan as and when 
“required by regulation, 

(h) a participating employer fails to file an infor- 

mation return relating to the plan. or. to.a member 

of the plan as and when required by regulation, or 


(i) registration of the plan under the Pension Ben- 
efits Standards Act, 1985 or.a similar law of a 
province is refused or revoked, 


the Minister may give notice (in this subsection and 


subsection (12) referred to as a “notice of intent”) by 
registered mail to the plan administrator that the 


_ Minister proposes to revoke the registration of the 


plan‘as of a date specified in the notice of intent, 


| which date shall not be earlier than the date as of 


which, 


~\Q) where paragraph (a) applies, the iy failed to 
so comply, 


(k) where paragraph (b) applies, the plan was not 
administered in accordance with its terms as 
registered, 


(1) where paragraph (c) applies, the plan became 
a revocable plan, 

(m) where paragraph (d) or (e) applies, the.condi- 
tion or requirement was not complied with, 

(n) where paragraph (f) applies, the benefit was 
paid or the contribution was made, . 

(0) where paragraph (g) or (h) applies, the infor- 
mation return or actuarial report was panies to 
be filed, and 


(p) where paragraph (i) applies, the fag dation 

referred to in that paragraph was refused or 

revoked. . 
Related Provisions: 147.1()--Pension oe limits; 
147.1(9) — Pension adjustment limits —.multi-employer plans; 
147.1012) — Notice of. revocation; 147,113) — Revocation of re- 
gistration; 147.1(15)— Meaning of “plan” as registered; 
147.1(18)(b) — Regulations; 147.3112) — Restriction re transfers; 
172(3) — Appeal .from refusal to register, revocation of registration, 
etc.; 180(1) — Appeals to Federal Court of Appeal; 244(5) — Proof 
of service by mail; 248(7)(a) — Mail deemed received on nay 
mailed. 


Regulations: 8501(2); 8503(15). 


(12) Notice of revocation — Where the Minister 
gives a notice of intent to the administrator of a reg- 
istered pension plan, or the plan administrator ap- 
plies to the Minister in writing for the revocation of 
the plan’s registration, the Minister may, 


(a) where the plan administrator has applied to 
the Minister in writing for the revocation of the 
plan’s registration, at ‘any time after receiving the 
administrator’s ‘application, and 


(b) in any other case, after 30 days after the day 
of mailing of the notice of intent, 


give notice (in this subsection and in subsection (13) 
referred to as a “notice of revocation’) by registered 
mail to the plan administrator that the registration of 
the plan is revoked as of the date specified in the no- 
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tice of revocation, which date may not be earlier than 
the date specified in the notice of intent or the ad- 
ministrator’s application, as the case may be. 


(13) Revocation of registration — Where the 
Minister gives a notice of revocation to the adminis- 
trator of a registered pension plan, the registration of 
the plan is revoked as of the date specified in the no- 
tice of revocation, unless the Federal Court of Ap- 
peal or a judge thereof, on application made at any 
time before the determination of an appeal pursuant 
to subsection 172(3), orders otherwise. 

Related Provisions: 147.1(12)— Notice. of » revocation: 


244(5) — Proof of service by mail; 248(7)(a) — Mail deemed re- 
ceived on day mailed. 


(14) Anti-avoidance — multi-employer 
plans — Where at any time the Minister gives writ- 
ten notice to the administrators of two or more regis- 
tered pension plans, each of which is a multi-em- 
ployer plan, that this subsection is applicable in 
relation to those plans with respect to a calendar 
year, 


(a) each of those plans that is a specified multi- 
employer plan in the year shall, for the purposes 
of subsection (9) (other than for the purpose of 
determining the pension credits referred to in 
paragraphs (9)(a) and (b)); be deemed to be a 
multi-employer plan that is not a specified multi- 
employer plan; and 

(b) the totals determined for the year under 
paragraphs (9)(a) and (b) shall be the amounts 
that. would be determined if all the plans were a 
single plan. 


(15) Plan as registered — Any reference in this 
Act and the regulations to a pension plan as regis- 
tered means the terms of the plan on the basis of 
which the Minister has registered the plan for the 
purposes of this Act and as amended by 


(a) each amendment that has been accepted by 
the Minister, and 


(b) each amendment that has been submitted to 
the Minister for acceptance and that the Minister 
has neither accepted nor refused to accept, if it is 
reasonable to expect the Minister to accept the 
amendment, 


and includes all terms that are not contained in the 
documents constituting the plan but that are terms of 
the plan by reason of the Pension Benefits Standards 
Act, 1985 or a similar law of a province. 


(16) Separate liability for obligations — Every 
person who is a member of a body that is the admin- 
istrator of a registered pension plan is subject to all 
obligations imposed on administrators by this Act or 
a regulation as if the person were the administrator 
of the plan. 


Related Provisions: 238(1) — Offences. 


(17) Superintendent of Financial Institu- 


Income Tax Act, Part I 


tions — The Minister may, for the purposes of this 
Act, obtain the advice of the Superintendent of Fi- 
nancial Institutions with respect to any matter relat- 
ing to pension plans. 


(18) Regulations — The Governor in Council may 
make regulations 


(a) prescribing conditions for the registration of 
pension plans and enabling the Minister to im- 
pose additional conditions or waive any condi- 
tions that are prescribed; 


(b) prescribing circumstances under which a reg- 
istered pension plan becomes a revocable plan; 


(c) specifying the manner of determining, or ena- 
bling the Minister to determine, the portion of a 

_member’s benefits under a registered pension 
plan that is in respect of any period; 


(d) requiring administrators of registered pension 
plans to make determinations in connection with 
the computation of pension adjustments, past ser- 
vice pension adjustments or any other related 
amounts (all such amounts referred to in this sub- 
section as “specified amounts”); 


(e) requiring that the method used to determine a 
specified amount be acceptable to the Minister, 
where more than one method would otherwise 
comply with the regulations; 


(f) enabling the Minister to permit or require a 
specified amount to be determined in a manner 
different from that set out in the regulations; 


(g) requiring that any person who has information 
required by another person in order to determine 
a specified amount provide the other person with 
that information; 


(h) enabling the Minister to require any person to 
provide the Minister with information relating to 
the method used to determine a specified amount; 


(i) enabling the Minister to require any person to 
provide the Minister with information relevant to 
a claim that paragraph (10)(a) is not applicable by 
reason of an exemption provided by regulation; 


(j) respecting applications for certifications for 
the purposes of subsection (10); 


(k) enabling the Minister to waive the require- 
ment for a certification for the purposes of sub- 
section (10); 

(1) prescribing rules for the purposes of subsec- 
tion (10), so that that subsection applies or does 
not apply with respect to benefits provided as a 
consequence of particular transactions, events or 
circumstances; 


(m) requiring any person to provide the Minister 
or the administrator of a registered pension plan 
with information in connection with an applica- 
tion for certification for the purposes of subsec- 
tion (10); 


(n) requiring any person who obtains a certifica- 
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tion for the purposes of subsection (10) to pro- 
vide the individual in respect of whom the certifi- 
cation was obtained with an information return; 


(o) requiring administrators of registered pension 

plans to file information with respect to amend- 
ments to such plans and ‘to the arrangements for 
funding benefits thereunder; 


(p) requiring administrators of registered pension 
plans to file information returns respecting such 
plans; 


(q) enabling the Minister to require any person to 
provide the Minister with information for the pur- 
pose of determining whether the registration of a 
pension plan may be revoked; 


(r) requiring administrators of registered pension 
plans to submit reports to the Minister, prescrib- 
ing the.class of persons by whom the reports shall 
be prepared and prescribing information to be 
contained in those reports; 


(s) enabling the Minister to impose any require- 
ment that may be imposed by regulation made 
under paragraph (1); 


(t) defining the expressions “multi- employer 
plan”, “past service event’, “past service pension 
adjustment”, “pension adjustment” and “specified 
multi-employer plan’; and 


(u) generally to carry out the purposes and provi- 
sions’ of this Act relating to registered pension 
plans and the determination and reporting of 
specified amounts. 


Related Provisions: 221 — Regulations generally; 238(1) — 
Offences. 


Regulations: 8300-8520. 


Forms: T3P: Employees’ pension plan information and income tax 
return. 


Related Provisions [s. 147.1]: 87(2)(q) — Amalgamations — 
registered plans. 


Pre-RSC History [s. 147.1]: S. 147.1 added by 1990, c. 35, s. 16, 
subsecs. (1) to (15); applicable after 1988 except that, of the defini- 
tions in subsec. (1), “money purchase provision” is applicable after 
1985 and “defined benefit provision” and “single amount” are appli- 
cable after 1987. 


Definitions [s. 147.1]: “actuary”, “administrator” — 147.1(1); 
“amount” — 248(1);. “as repistered) — 147.1(15);: “average 
wage” — 147.1(1); “Canada” — 255; “compensation”, “defined 
benefit provision” — 147.1(1); “employer”, “employment”, indi- 
vidual” — 248(1); “member” — 147.1(1); “Minister” — 248(1); 
“money purchase limit” — 147.1(1), 248(1); “money purchase pro- 
vision” — 147.1(1); “multi-employer plan” — 147.1(1), Reg. 
8500(1); “office” —248(1);. “participating employer” — 147.1(1); 
“past service event” — 147.1(1), Reg. 8300(1), (2); “past service 
pension adjustment” — 248(1), Reg. 8303; “pension adjustment” — 
248(1), Reg. 8301(1); “pension credit” — Reg. 8301(2)-(8), (10), 
(16); “person”, “preseribed'’, “registered pension plan”, “regula- 
tion” —248(1); “resident in Canada” — 250; “single amount” — 
147.1(1); “specified amount” — 147.1(18)(d); “specified multi-em- 
ployer plan” — 147.1(1), Reg. 8510(2); “spouse” — 146(1.1), 
147.1(1), 252(4)(a); “wage measure” — 147.1(1); “writing” — In- 
terpretation Act 35(1). 
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147.2 (1), Pension contributions deductible — 
employer contributions — For a taxation year 
ending after 1990, there may be deducted in comput- 
ing the income of a taxpayer who is an employer the 
total of all amounts each of which is a contribution 
made by the employer after 1990 and either in the 
taxation year or within 120 days after the end of the 
taxation year to a registered pension plan in respect 
of the employer’s employees or former employees, 
to the extent that 


(a) in the case of a contribution. in respect of a 
money purchase provision of a plan, the contribu- 
tion was made in accordance with the plan as reg- 
istered and in respect of ey Spin’ the end of 
the. taxation year; | 


~ (b) in the case of a contribution in fables of the 
' defined benefit provisions of a plan (other than a 
specified multi-employer plan), the contribution 


(i) is an eligible contribution, 


(ii) was made to fund benefits provided to em- 
ployees and former employees of the em- 
ployer in respect of periods before the end of 
the taxation year, and ; 


(iii) complies with subsection 147.1(10); 


(c) in the case of a contribution made to a plan 
that is a specified multi-employer plan, the con- 
tribution was made in accordance with the plan as 
registered and in respect of periods before the end 
of the taxation year; and 


(d) the contribution was not deducted in comput- 
ing the income of the employer for a preceding 
taxation year. 
Related Provisions: 6(1)(a)G) — Employer’s contribution not a 
taxable benefit; 20(1)(q) — Employer’s contributions deductible; 
147.1(8), (9) — Pension adjustment limits; 147.2(2) — Employer 
contributions — defined benefit provisions. 


(2) Employer contributions _ defined benefit 
provisions — For the purposes of subsection (1), a 
contribution made by an employer to a registered 
pension plan in respect of the defined benefit provi- 
sions of the plan is an eligible contribution if it is a 
prescribed contribution or if it complies with pre- 
scribed conditions and is made pursuant to a recom- 
mendation by an actuary in whose opinion the con- 
tribution is required to be made so that the plan will 
have sufficient assets to pay benefits under the de- 
fined benefit provisions of the plan, as registered, in 
respect of the employees and former sonar tem of 
the employer, where 


(a) the recommendation is based on an actuarial 
valuation that complies with the following condi- 
tions, except the conditions in subparagraphs (iii) 
and (iv) to the extent that they are inconsistent 
with any other conditions that apply for the pur- 
pose of determining whether the contribution is 
an eligible contribution: 


(i) the effective date of the valuation is not 
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more than 4 years before the day on which the 
contribution is made, 


(ii) actuarial liabilities and current service 
costs are determined in accordance with an 
actuarial funding method that produces a rea- 
sonable matching of contributions with accru- 
ing benefits, 


(iii) all assumptions made for the purposes of 
the valuation are reasonable at the time the 
valuation is prepared and at the time the con- 
tribution is made, 


(iv) the valuation is prepared in accordance 
_ with generally accepted actuarial principles, 


(v) the valuation complies with prescribed 
conditions, which conditions may include 
conditions regarding the benefits that may be 
taken into account for the purposes of the val- 
uation, and 


(vi) where more than one employer partici- 

pates in the plan, assets and actuarial liabili- 

ties are apportioned in a reasonable manner 

among participating employers in respect of 

their employees and former employees, and 
(b) the recommendation is approved in writing by 
the Minister on the advice of the Superintendent 
of Financial Institutions, 


and, for the purposes of this subsection and except as 
otherwise provided by regulation, 


(c) the benefits taken into account for the pur- 
poses of a recommendation may include antici- 
pated cost-of-living and similar adjustments 
where the terms of a pension plan do not ‘require 
that those adjustments be made but it is reasona- 
ble to expect that they will be made, and 


(d) a recommendation with respect to the contri- 
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butions required to be made by an employer in 
respect of the defined benefit provisions of a pen- 
sion plan may be prepared without regard to such 
portion of the assets of the plan apportioned to 
the employer in respect of the employer’s em- 

_ ployees and former employees as does not exceed 
the least of 


(i) the amount of actuarial surplus in respect 
of the employer, 


(11) 20% of the amount of actuarial liabilities 
apportioned to the employer in respect of the 
employer’s employees and former employees, 
and 


(iii) the greater of 


(A) 2 times the estimated amount of cur- 
rent service contributions that would, if 
there were no actuarial surplus, be required 
to be made by the employer and the em- 
ployer’s employees for the 12 months im- 
mediately following the effective date of 
the actuarial valuation on which the rec- 
ommendation is based, and 


(B) the amount that would be. determined 
under subparagraph (ii) if the reference 
therein to “20%” were read as a reference 
to “10%”. 


Related Provisions: 147.2(3) — Filing of actuarial report. 


Regulations: 8515(5) (prescribed conditions);8516(1) (peppeabed 
contribution). 


Information Circulars: 72-13R8: Employees’ pension plans. 


(3) Filing of actuarial report — Where, for the 
purposes of subsection (2), a person seeks the Minis- 
ter’s approval of a recommendation made by an ac- 
tuary in connection with the contributions to be 
made by an employer to a registered pension plan in 
respect of the defined benefit provisions of the plan, 
the person shall file with the Minister a report pre- 
pared by the actuary that contains the recommenda- 
tion and any other information required by the 
Minister. 


Related Provisions: Reg. 8410 — Actuarial report required on 
demand. 


(4) Amount of employee’ S pension 
contributions deductible — There may be de- 
ducted in computing the income of an individual for 
a taxation year ending after 1990 an amount equal to 
the total of 


(a) service after 1989 —the total of all 
amounts each of which is a contribution (other 
than a prescribed contribution) made by the indi- 
vidual in the year to a registered pension plan in 
respect of a period after 1989, to the extent that 
the contribution was made in accordance with the 
plan as registered, 


(b) service before 1990 while not a contrib- 
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utor — the least of. 
(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is a contribution (other than an additional 
voluntary contribution or a prescribed con- 
tribution) made by the individual in the 
year or a preceding taxation year and after 
1945 to a registered pension plan in re- 
spect of a particular year before 1990, if all 
or any part of the particular year is in- 
cluded in the individual’s eligible service 
under the plan and if — 


(I) in the case of a contribution that the 
individual made before March 28, 1988 
or was obliged to make under the terms 
of an agreement in writing entered into 
before March 28, 1988, the individual 
was not a contributor to the plan in the 
particular year, or 

(Il) in any other case, the individual 
was not a contributor to any registered 
pension plan in the particular year 


exceeds 


(B) the total of all amounts each of which 
is an amount deducted, in computing the 
individual’s income for a preceding taxa- 
tion year, in respect of contributions. in- 
cluded in the total determined in respect of 
the individual for iad hee under clause 
(A), 


S. 147.2(4)(c)(@)(A). 


March 28, 1988, and in which the 
individual was not a contributor to 
the plan, and 


Z is the total of all amounts each of which is 


an amount deducted, in computing the in- 


-dividual’s income for a preceding taxation 


year, 


(A).in respect-of contributions included 
in the total determined in respect of the 
individual for the year under clause 
(i)(A), or | | 


(B) under subparagraph 8(1)(m)(i1) (as 
it read in its application to the 1990 tax- 
ation year) in respect of additional vol- 

_untary contributions made in respect of 
a year that satisfies the conditions in 
the description of Y, and 


(ii) $3,500, and 
(iii) the amount determined by the formula 


($3,500 x Y) -Z 
where 


Y is the number of calendar years before 
1990 each of which is a year 


(A) all or any part of which is included 
in the individual’s eligible service 
under a registered pension plan to 
which the individual has made a contri- 
bution that is included in the total de- 
termined under clause (i)(A) and in 
which the:individual was not ‘a contrib- 
utor to any registered pension plan, or: 


(B) all or any part of which is included 
in the individual’s eligible service 
under a registered. pension plan to 
which the individual has made a 
contribution 
(I) that is included in the total deter- 
mined under clause (i)(A), and 
- (ID) that the individual made before 
March 28, 1988 or was obliged to 
make under the terms of an agree- 
ment in writing entered into before 


(c). service before 1990 while .a contribu- 
tor — the lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
“is a contribution (other than an additional 
voluntary contribution, a prescribed conttri- 
bution or a contribution included in the to- 
tal determined in respect of the individual 
for the year under clause (b)(i)(A)) made 
by the individual in the year or a preceding 
taxation year and after 1962 to a registered 
pension plan in respect of a particular year 
before 1990 that is included, in whole or in 
part, in the individual’s eligible service 
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under the plan 
exceeds 


(B) the total of all amounts each of which 
is an amount deducted, in computing the 
individual’s income for a preceding taxa- 
tion year, in respect of contributions in- 
cluded in the total determined in respect of 
the individual for the year under clause 
(A), and 


(ii) the amount, if any, by which $3,500 ex- 
ceeds the total of the amounts deducted by 
reason of paragraphs (a) and (b) in computing 
the individual’s income for ‘the year. 
Related Provisions: 8(1)(m) — Employee’s RPP contributions 
deductible; 56(1)(a)(i) — Pension benefits taxable when received: 
147.1(8), (9) — Pension: adjustment ‘limits; 147,2(5) — Teachers: 
147.2(6) — Additional. deduction ‘for year taxpayer dies; 
152(6)(f) — Minister required to reassess past year to allow addi- 
tional deduction following death; 257 — Formula cannot calculate 
to less than zero. 
Regulations: 100(3)(a) (deduction of pension contribution from 
payroll reduces source withholding); 8502(b)(i), 8503(4)(a), (b) 
(RPP contributions permitted by employee). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


(5) Teachers — For the purpose of determining 
whether a teacher may deduct an amount contributed 
by the teacher to a registered pension plan in com- 


puting the teacher’s income for a taxation year end- 


ing after 1990 and before 1995 during which the 
teacher was employed by Her Majesty or a person 
exempt from tax for the year under section 149, 


(a) clause (4)(b)(i)(A) shall be read without refer- 
ence to subclauses (4)(b)(i)(A)(D and (If); and 


(b) the description of Y in subparagraph 
(4)(b) (iii) shall be read as follows: 


“Y is the number of calendar years before. 
1990 each of which is a year all or any part 
of which is included in the individual’s eli- 
gible service under a registered pension plan: 
to which the individual has made a contribu- 
tion that is included in the total determined 
under clause (i)(A), and”’ 

Related Provisions: 8(7) (applicable before 1991). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 
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fur 


| Related Provisions [s. 147.2]: 87(2)(q) —Amalgamations — 


registered plans. 


Pre-RSC History [s. 147.2]: S. 147.2 added by 1990, c. 35, s. 16, 
applicable after 1988. 


Definitions [s. 147.2]: “actuary” — 147.1(1); “additional volun- 
tary contribution”, “amount” — 248(1); “as registered” — 
147.1015); “defined benefit provision” —147.1(1); “eligible contri- 
bution” — 147.2(2); “employee”, “employer”, “individual”, “Min- 
ister” — 248(1); “money purchase provision”, “participating em- 
ployer” — 147.1(1); “person”, “prescribed”, “registered pension 
plan”, “regulation” — 248(1); “specified multi-employer plan” — 
147.1(1);. “taxation year” — 249; “taxpayer”? — 248(1); “writ- 
ing” — Interpretation Act 35(1). 


147.3, (1) Transfer — money purchase to 
money purchase, RRSP. or RRIF — An amount 
is transferred from a registered pension plan in ac- 
cordance with.this subsection if the amount 


(a) is a single amount; 


(b) 1s transferred on behalf of a member in full or 
partial satisfaction of the member’s entitlement to 
benefits under a money purchase provision of the 
plan. as registered; and 


(c) is transferred directly to 


(i) another registered pension plan to provide 
benefits in respect of the member under a 
money purchase provision of that plan, 


(il) a registered retirement savings plan under 
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which the member is the annuitant (within the 
meaning assigned by subsection 146(1)), or 


(iii) a registered retirement income fund under 

which the member is the annuitant (within the 

meaning assigned by subsection 146.3(1)). 
Related Provisions: 146(8.2) — Amount deductible where with- 
drawn after mistaken contribution; 147.3(9) — Taxation of amount 
transferred; 147.3(13) — Excess transfer. See additional Related 
provisions at end of s. 147.3. 


History: Subsec. 147.3(1) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 86(1), to split off subparas. (c)(i) and (ii) and to add 
subpara. (iii), applicable to transfers occurring after August 29, 
1990. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to rectly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(2) Transfer — money purchase to defined 
benefit — An amount is transferred from a regis- 
tered pension plan in accordance with this subsection 
if the amount 


(a) is a single amount; _ 
(b) is transferred on behalf of a member in full or 
partial satisfaction of the member’s entitlement to 


benefits under a money purchase provision of the 
plan as registered; and 


(c) is transferred directly to’ another registered 
“pension plan to fund benefits provided in respect 
of the member under a defined Dench Jess 
of that plan. 
Related Provisions: 147.1(10)— Past service benefits; 


147.3(9) — Taxation of amount transferred; 147.3(13) — Excess 
transfer, See additional Related provisions at end» of.s. 147.3. 


Interpretation. Bulletins: IT-528: Transfers of funds between 
registered plans. 

Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(3) Transfer — defined benefit to defined 
benefit — An amount is transferred from a regis- 
tered pension plan (in this subsection referred to as 
the “transferor plan”) in accordance with this subsec- 
tion if the amount 


(a) is a single amount; 
(b) consists of all or any part of the property held 


in connection with a defined benefit provision of 
the transferor plan; 


(c) is transferred directly to another registered 
pension plan to be held in connection with a de- 
fined benefit provision of the other plan; and 


(d) is transferred as a consequence of benefits be- 
coming provided under the defined benefit provi- 
sion of the other plan to one or more individuals 
who were members of the transferor plan. 


Related Provisions: 147.3(9) — Taxation of amount transferred. 
See additional Related provisions at end of s,. 147.3. 


S.. 147.3(4) 


Regulations: 8517 (prescribed amount). 

Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 

Information Circulars: 79-8R3: Forms to use. to directly transfer 
funds to or between plans, or to purchase an annuity. 

Forms: T2151: Record of direct transfer of a “single amount”. 


(4) Transfer — defined benefit to money 
purchase, RRSP or RRIF — An amount is trans- 
ferred. from a registered pension. plan. in accordance 
with this subsection if the amount 


(a) is a single amount no portion of which elates 
to an actuarial surplus; 


(b):is transferred on behalf of a member in full or 
partial satisfaction of benefits to which the mem- 
ber is entitled, either absolutely or contingently, 
under a defined benefit provision of the plan as 
registered; 


(c) does not exceed a prescribed amount; and 
(d) is transferred directly to 


(i) another registered pension plan and allo- 
cated to the member under a money purchase 
provision of that plan, 

(ii) a registered retirement savings plan under 
which the member is the annuitant (within the 
meaning assigned by subsection 146(1)), or 


(iii) a registered retirement income fund under 
which the member is the annuitant (within the 
meaning assigned by subsection 146.3(1)). 


Related Provisions: 146(8.2) — Amount deductible where with- 
drawn after mistaken contribution; 147.3(9) — Taxation of amount 
transferred. See additional Related provisions at end of s. 147.3. 


History: Subsec. 147.3(4) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 86(2), applicable to transfers occurring after 1988 
except that in its application to such transfers occurring before Au- 
gust 30, 1990, para. (d) shall be read as follows: 


(d) is transferred directly to 


(i) another registered pension plan and allocated to the 
member under a money. purchase provision of that plan, or 


(ii) a registered retirement savings plan under which the 
member is the annuitant (within the meaning assigned by 
subsection 146(1)). 


Subsec. 147.3(4) formerly read: 


(4) Transfer — defined benefit to money purchase or 
RRSP — An amount is transferred from a registered pension 
plan in accordance with this subsection if the amount 


(a) is a single amount no portion of which relates to an 
actuarial surplus; 


(b) is transferred on behalf of a member in full or partial 
satisfaction of the member’s entitlement to benefits under 
a defined benefit provision of the plan as registered; 


(c) does not exceed a prescribed amount; and 


(d) is transferred directly to another registered pension 
plan to provide benefits in respect of the member under a 
money purchase provision of that plan or to a registered 
retirement savings plan under which, the member is the 
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annuitant (within the meaning assigned by subsection 
146(1)). ri 


Regulations: 8517 (prescribed amount). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds. to.or between. plans, or to purchase an annuity, 


Forms: T2151: Record of direct transfer of a “single amount”, 


(4.1) Transfer of surplus — defined benefit to 
money purchase — An amount is transferred 
from a registered pension plan in accordance with 
this subsection if the amount 


(a) is transferred in respect of the actuarial sur- 
plus under a defined benefit provision of the plan; 
and 


(b) is transferred directly to another registered 
pension plan and allocated under a money 
purchase provision of that plan to one or more 
members of that plan. 


Related Provisions: 609.01) — Transfer of surplus. , 


History: Subsec. 147.3(4.1) added. by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 86(2), applicable to transfers occurring after 1990. 


Interpretation Bulletins: IT- 528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(5) Transfer to RPP, RRSP or RRIF for 
spouse on marriage breakdown — An amount 
is transferred from a registered pension plan in ac- 
cordance with this subsection if the amount 
(a) is a single amount; 
(b) is transferred on behalf of an individual who 
is a spouse or former spouse of a member of the 
plan and, who is entitled to the amount under a 
decree, order or judgment of a competent tribu- 
nal, or under a written agreement, relating to.a di- 
vision of property between the member and the 
individual in settlement of rights arising out of, or 
on a breakdown of, their marriage; and 


(c) is transferred directly to 


(i) another registered pension plan for the ben- 
efit of the individual, 


(ii) a registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning assigned by subsection 146(1)), 
or 


(iil) a registered retirement income fund under 

which the individual is the annuitant (within 

the meaning assigned by subsection 146.3(1)). 
Related Provisions: 146.3(2)(f)(vi) — Conditions for RRIF; 
147.3(9) — Taxation of amount transferred; 252(3), (4) — Ex- 
tended meaning of “spouse” and “former spouse”. See additional 
Related provisions at end of s. 147.3. 


History: Subsec. 147.3(5) amended by 1994, c. 7; Sch. VHI (1993, 
c. 24), subsec. 86(2), applicable to transfers occurring after August 
29, 1990 except that in applying the subsec. before 1993, the refer- 
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ence in para. (b) to “marriage” shall be read as a reference to “mar- 
riage or other conjugal relationship”. Subsec. (5) formerly read: 


(5) Transfer to RPP. or RRSP for spouse on marriage 
breakdown — An amount is transferred from,a_ registered 
pension plan in accordance with this ‘subsection if the amount 


(a) is a single amount, 


(b) is transferred on»behalf of an individual who is a 
spouse or former spouse of a member of the plan and . 
who is entitled to the amount pursuant to a decree, order 
or judgment of a competent tribunal, or a written agree- 
ment, relating to a division of property between the mem- 
ber and the individual in settlement of rights arising out 
of or on a breakdown of their marriage or other conjugal 
relationship; and 


(c) is transferred directly to another registered pension 

plan for the benefit of the individual or to a registered 

retirement savings plan under which the individual is the 

annuitant (within the meaning assigned by subsection 

146(1))... , 
Interpretation Bulletins: IT-440R2: Transfer of rights to income; 
IT-528: Transfers of funds between registered plans. 


Information Circulars: 79-8R3: Forms to use to directly aneter 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”, 


(6) Transfer — pre-1991 contributions — An 
amount is transferred from a registered pension plan 
in accordance with this subsection if the amount 


(a) is a single amount; 


(b) is.transferred on behalf of a member: who is 
entitled to the amount as a return of contributions 
made by the member under a defined benefit pro- 
vision of the plan before 1991, or. as. interest 
(computed at a rate not exceeding a reasonable 
rate) in respect of those contributions; and 


(c) is transferred directly to 


(1) another registered pension plan for the ben- 
efit of the member, 


(ii) a registered retirement savings plan under 
which the member is the annuitant (within the 
meaning assigned by subsection 146(1)), or 


(iil) a registered retirement income fund under 
which the member is the annuitant (within the 
meaning assigned by subsection 146. 3(1))- 


Related Provisions: 147.3(9) — Taxation of amount transferred, 
See additional Related provisions at end of s. 147.3. 


History: Para. 147.3(6)(c) amended by 1994, c. 7, Sch. VIII-(1993, 
c. 24), subsec. 86(3), to. split off subparas. (i) and-(ii) and add sub- 
para. (iii), applicable to transfers occurring after August 29, 1990. 


Interpretation Bulletins: IT-528: Transfers. of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(7) Transfer — lump sum benefits on death — 
An amount is transferred, from a registered pension 
plan in accordance with this subsection if the amount 


(a) is a single amount no portion of which relates 
to an actuarial surplus; 
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(b) is transferred on. behalf of an individual who 
is entitled to the amount asa consequence of.the 
death of a member of the plan and who was a 
spouse or former spouse of the member at the 
date of the ;member’s death; and 


(c) is transferred directly to 


(1) another registered pension plan for the ois 
efit of the individual, 


- (ii) a registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning assigned by subsection aL), 
or i 


(ili) a registered retirement income fund under 


“which the individual is the annuitant (within 


the meaning assigned by subsection 146.3(1)). 


Related Provisions: 104(27) — Pension “benefits; 
146.3(2)(f)(vi) — Conditions for RRIF; 147.3(9) — Taxation of 
amount transferred; 248(8) — Occurrences as;a consequence of 
death; 252(3), (4)(a) — Extended definition of “spouse” and “for- 
mer spouse”. See additional Related provisions at end of s. 147.3. 


History: Para. 147.3(7)(c) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24); subsec. 86(4), to split off subparas. (i) and (ii) and add sub- 
para. (iii), applicable to transfers occurring after August 29, 1990. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to. or between plans, or to purchase an annuity,., 


Forms: 12151: Record of direct transfer of a “single amount”. 


(8) Transfer where money purchase plan 
replaces defined benefit plan — An amount is 
transferred from a registered pension. plan (in this 
subsection referred to as the “transferor plan’) in ac- 
cordance with this. subsection if 


(a) the amount is.a single amount; 


(b) the amount consists of all or-any portion of 
. the property. held, in. connection: with a defined 
benefit provision of the transferor plan; 


(c) the amount is transferred directly to another 
registered pension plan to be held in connection 
with a’ money purchase: provision of the other 
plan and used: to satisfy employer obligations to 
make contributions under the money purchase 
provision; 

(d) the amount is transferred in conjunction with 
the. transfer of amounts from the defined benefit 
provision to the money purchase provision on be- 
half of all or a significant number of members of 
the transferor plan whose benefits under the de- 
fined benefit provision are replaced by benefits 
under the money purchase provision; and 


(e) the transfer is acceptable to the Minister and 
the Minister has so notified the administrator of 
the transferor plan in writing. 

Related Provisions: 147.3(9) —Taxation of amount transferred; 


147.3(10) — Division of transferred amount. See additional Related 
provisions/at end of s. 147.3. 


Interpretation: Bulletins: IT-528:' Transfers of funds between 
registered plans. 


S. 147.3(10); 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(9) Taxation of amount transferred — Where 
an amount is transferred in accordance with any, of 
subsections (1) to (8), 


(a) the amount shall not, by reason only..of that 
transfer, be included by reason of subparagraph 
56(1)(a)G) in computing the 1 income of any tax- 
payer; and — 


(b) no deduction. may be. made under. any provi- 
sion of this Act in respect of the amount in-com- 
puting the income of any taxpayer. 
Related. Provisions:. 147.3(11) — Division of. transferred 
amount; 212(1)(h)(i1. 1)(A) — Amount transferred under 147.3 ex- 


cluded from withholding tax on pension benefits. See additional Re- 
lated provisions at end of s. 147.3. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. TS 


(10) Idem — Where, on behalf of an individual, an 
amount is transferred from a registered pension plan 
(in this subsection referred. to as the “transferor 
plan”) to another plan or fund (in this subsection re- 
ferred to as the “transferee plan’’) that is a registered 
pension plan, a registered retirement savings plan or 
a registered retirement income fund and the transfer 
is not in accordance with any of subsections He to 
(7), | 
(a) notwithstanding section 254, the amount shall 
be deemed to have been paid from the transferor 
plan to the individual; 


(b) subject to paragraph (c), the individual shall 
be deemed to have paid the amount as a contribu- 
tion or premium to the transferee plan; and 


(c) where the transferee plan is a registered retire- 
ment income fund, for the purposes of subsection 
146(5) and Part X.1, the: individual shall be 
deemed to have paid the amount at the time of the 
transfer as a premium under a registered retire- 
ment savings plan. under which the. individual 
was the annuitant (within the meaning asm 
by subsection 146(1)). 


Related Provisions: 146(5)(a)(v)(B) — Amount ‘of RRSP premi- 
ums deductible; 147.3(11) — Division of transferred amount; Part 
X.1— Tax re overcontributions to deferred income plans; 
147.3(12) — Restriction re transfers; 147.3(13:1)— Withdrawal. of 
excessive transfers to RRSPs and RRIFs. See additional. Related 
provisions at end of s. 147.3. 


History: Subsec. 147.3(10) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 86(5), applicable to transfers occurring after 
August 29, 1990. Subsec. (10) formerly read: 


(10) Idem — Where an amount is. transferred from a regis- 
tered pension plan (in this subsection referred to as the “trans- 
feror plan”) to another registered pension plan or to a regis- 
tered retirement savings plan (in this subsection referred to as 
the “transferee plan”) on behalf of an individual and’ the 
transfer is not in accordance with any of subsections (1) to 


(7), 


(a) notwithstanding section 254, the amount shall be 
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deemed to have been paid from the transferor plan to the 
individual; and 


(b) the individual’ shall be deemed to have paid the 
amount as a contribution or premium to the transferee 
plan. J 
Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(11) Division of transferred amount — Where 
an amount is transferred from a registered pension 
plan to another registered pension plan, to a regis- 
tered retirement savings plan or to a registered retire- 
ment income fund and a portion, but not all; of the 
amount is transferred in accordance with any of sub- 
sections (1) to (8),° 


(a) subsection (9) applies with respect to the por- 
tion of the amount that is transferred in accor- 
dance with any of subsections (1) to (8); and 


(b) subsection (10) applies with-respect to the re- 
mainder of the amount. 
History: That portion of subsec. 147.3(11) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 86(6), to 
add “or to a registered retirement income fund”, applicable to trans- 
fers occurring after August 29, 1990. 


(12) Restriction re transfers — A registered pen- 
sion plan becomes a revocable plan at any time that 
an amount is transferred from the plan to. another 
registered pension plan, to a registered retirement 
savings plan or to a registered retirement income 
fund unless 


(a) the amount is transferred in accordance with 
any of subsections (1) to (8); or 


(b) where the amount is transferred on behalf of 
an individual, 


(i) the amount is deductible by the individual 
under paragraph 60(j) or (j.2), or 


(ii) the Pension. Benefits Standards Act, 1985 

or a similar law of a province prohibits the 

payment of the amount tothe individual. 
Related Provisions: 147.1(11) — Revocation of registration — 


notice of intention. See additional Related provisions at end of s. 
147.3. 


History: That portion of subsec, 147.3(12) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII, (1993,:c. 24), subsec. 86(7), to 
add “or to a registered retirement income fund”, applicable to trans- 
fers occurring after August 29, 1990. 


Interpretation Bulletins: IT-528: Transfers’ of funds between 
registered plans. 


(13) Excess transfer — Where 


(a) the transfer in a calendar year of an amount 
from a registered pension plan on behalf of a 
member of the plan would, but for this subsec- 
tion, be in accordance with subsection (1) or (2), 
and 


(b) the plan becomes, at the end of the year, a 
revocable plan as a consequence of an excess de- 
termined under any of paragraphs 147.1(8)(a) and 
(b) and (9)(a) and (b) with respect to the member 
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(whether or not such an excess is also determined 
with respect to any other member), 


such portion of the amount transferred as may rea- 
sonably be considered to derive from amounts allo- 
cated or reallocated to the member ‘in the year or 
from earnings reasonably attributable to those 
amounts shall, except to the extent otherwise ex- 
pressly provided in writing by the Minister, be 
deemed to be an amount that was not transferred in 
accordance with subsection (1) or (2), as the case 
may be. | 

Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(13.1) Withdrawal of excessive transfers to 
RRSPs and RRIFs — There may be deducted in 
computing the income of an individual for a taxation 
year the lesser of 


(a) the amount, if any, by which 


(1) the total of all amounts each of which is an 
amount included under subsection 146(8), 
(8.3) or (12) or 146.3(5), (5.1) or (11) in com- 
puting the individual’s income for the year, to 
the extent that the amount is not a prescribed 
withdrawal, 


exceeds 


(11) the total of all amounts each of which is an 
amount deductible under paragraph 60(1) or 
subsection 146(8.2) in computing the income 
of the individual for the year, and 


(b) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount that was 


(A) transferred to a registered retirement 
savings plan or registered retirement in- 
come fund under which the individual was 
the annuitant (within the meaning assigned. 
by subsection 146(1) or 146.3(1), as the 
case may be), 


(B) included in computing the income of 
the individual for the year or a preceding 
taxation year, and 

(C) deemed by paragraph (10)(b) or (c) to 
have been paid by the individual as a pre- 
mium to a registered retirement savings 
plan, 


exceeds 


(11) the total of all amounts each of which is an 
amount 


(A) deductible under this subsection in 
computing the individual’s income for a 
preceding taxation year, or 


(B) deducted under subsection 146(5) in 
computing the individual’s income for a 
preceding taxation year, to the extent that 
the amount can reasonably be considered 
to be in respect of an amount referred to in 
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subparagraph (i). 
Related Provisions: 60(i) — Premium or payment under RRSP 
or RRIF; 146(5)— Amount of RRSP premiums deductible; 
146(8.2) — Amount deductible where withdrawn aes mistaken 
contribution. 


History: Subsec. 147.3(13.1) added by 1994, c. 7, Sch. VIIT (1993, 
c. 24), subsec..86(8), applicable to 1992 et seq. except that in its 
application to the 1992 taxation year it shall be read as follows: 


(13.1) There may be deducted in computing the income of an 
individual for the 1992 taxation year the lesser of 
(a) the amount, if any, by which 
(i) the total of all amounts each of which is an 
amount included under subsection 146(8), (8.3) or 
(12) or 146.3(5), (5.1) or (11) in computing the indi- 
vidual’s income for a taxation year ending after 1988 
and before 1993, to the extent'that the amount is not 
a prescribed, withdrawal, 
exceeds 


(ii) the total of all amounts each of which is an 
amount deductible under paragraph 60(1) or subsec- 
tion 146(8.2) in computing the income of the individ- 
ual for a taxation year ending vids 1988 and before 
1993, and 

(b) the amount, if any, by which 


(i) the total of. all amounts each of which is an 
amount 
(A) transferred to a registered retirement savings 
plan or registered retirement, income fund under 
which. the individual was the annuitant (within 
the meaning assigned by subsection 146(1) or 
146.3(1), as the case may be), 
(B) included in computing the income of the in- 
dividual for the year or a preceding taxation . 
year, and ; 
(C) deemed by paragraph (10)(b) or (c) to have 
been paid by the individual as a premium to a 
registered retirement savings plan, 
fs exceeds 
(11), the total of all. amounts each of which, is an 
amount deducted under subsection 146(5) in comput- 
ing the individual’s income for a preceding taxation 
year, to the extent that the amount can reasonably be 
considered to be in respect of an amount referred to 
in subparagraph (i). 
intecabetatien Bulletins: IT-124R6: Contributions: to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


Forms: T1043: Calculating your deduction to offset RRSP or RRIF 
income if.an excess amount from an RPP has been transferred to an 
RRSP or ai RRIF. 


(14) Deemed transfer — For the purposes of this 
section and the regulations, where property held in 
connection with a particular pension plan is made 
available to pay benefits under another pension plan, 
the property shall be deemed to have been trans- 
ferred from the particular plan to the other plan. 


(15) Annuity contract commencing after age 
69 — Where, under circumstances in which para- 
graph 254(a) applies, an individual receives before 
1997 an interest in an annuity contract in full or par- 
tial satisfaction of the individual’s entitlement to 
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benefits under a registered pension plan, and pay- 
ment of the annuity has not begun by the end of the 
particular year in which the individual attains 69 
years of age, 


(a) that interest is deemed not to exist after the 
particular year; 


(b) the individual is deemed to have received im- 
mediately after the particular year the payment of 
a single amount from the plan equal to the fair 
market value of the interest at the end of the Pate 
ticular year; 


(c) the individual is deemed to have acquired im- 
mediately after the particular year an interest in 
the annuity contract as a separate and newly is- 
sued annuity contract at a cost equal to the 
amount referred to in paragraph (b); and 


(d) the issue and acquisition of the newly issued 
annuity contract are deemed not to be pursuant to 
or under a registered pension plan. 


History: Subsec. 147.3(15) added by 1997, c. 25, s. 45, applicable 
after 1996, except that 


(a) it does not apply to an individual who attained.70 years of 
age before 1997; 


(b) in applying the subsec. to an individual who -attained 69 
years of age in 1996, the reference to “69 years of age” shall be 
read as a reference to “70 years of age”; and 


(c) it does not apply to an annuity contract where an individual 
received an interest in the contract before March 6, 1996 and, 
under the terms and conditions of the contract.as they read im- 
mediately before that day, 


(1) the day on which the annuity payments are to bein 
under the contract is fixed and determined and is after the 
year in which the individual attains 


(A) 69 years of age, where the individual had not at- 
tained that age before 1997, or 


(B) 70. years of age, where the individual attained 69 
years of age in 1996, and 


(ii) the amount and timing of each annuity payment are 
fixed and determined. 


Related Provisions [s. 147.3]: 60(j) — Transfer of superannua- 
tion benefits; 60(j.01) — transfer of surplus;'‘60(j.1) — Transfer of 
retiring allowances; 60(1) — Transfer of refund of RRSP premium; 
147(19)-(22) — Transfer to RPP, RRSP or DPSE 147.1(3)(a) — 
Deemed registration; Reg. 8502(k). 


Pre-RSC History [s. 147.3]: S. 147.3 added by 1990, c. 35, s. 16, 
applicable in respect of amounts transferred after 1987 except that 
in its application in respect of amounts transferred before 1989 the 
section shall be read as follows: 


147.3 (1) An amount is transferred from a registered pension 
plan (in this subsection referred to as the “transferor plan”) in 
accordance with this subsection if the amount 


(a) is a single amount; 
~-(b) consists of all or any part of the property held in con- 
nection with a defined benefit provision of the transferor ” 
plan; 
(c) is transferred directly to another registered pension 
plan to be held in connection with a defined benefit pro- 
vision of that other plan; and 


(d) is transferred as a consequence of benefits becoming 
provided under the defined benefit provision of the other 
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plan to one or more individuals. who were members of . 
the transferor plan. 


(2) Where an amount is transferred in accordance with sub- 
section (1), 


(a) the amount shall not, by reason only of that transfer, 
be included by reason of subparagraph 56(1)(a)(i) in 
computing the income of any taxpayer; and 


(b) no deduction may be made under any provision of 
this Act in respect of the amount in SOneeeee the in- 
come of any taxpayer. 


Definitions [s. 147.3]: “administrator” — 147.1(1); “amount” — 
248(1); “as registered” — 147.1(15); “defined benefit provision” — 
147.1(1); “employer”, “forfeited amount” — 147(1); “individ- 
ual” — 248(1); MAITaBe — 252(4)(b); ~member, = 147.1(1); 
“Minister” — 248(1); “money purchase provision”-— Tar-t(1): 
“property”, “registered pension plan” — 248(1); “registered retire- 
ment savings plan” — 146(1), 248(1); “regulation” —-248(1); “sin- 
gle amount” — 147.1(1); * 3; “taxpayer” — 
248(1); “transfer”, “transferred” — 147.3(14); “writing” — Inter- 
pretation Act 35(1). 


Life Insurance Policies 


148. (1) Amounts included in computing 
policyholder’s income — There shall be in- 
cluded in computing the income for a taxation year 
of a policyholder in respect of the disposition of an 
interest in a life insurance policy, other than a policy 
that is or is issued pursuant to 


(a) a registered pension plan, 

(b) a registered retirement savings plan, 
(b.1) a registered retirement income fund, 
(c) an income-averaging annuity contract, 
(d) a deferred profit sharing plan, or © 

(e) an annuity contract where 


(i) the payment for the annuity contract was 
deductible under paragraph 60(1) in comput- 
ing the policyholder’s income, or 


(11) the policyholder acquired the annuity con- 
tract in circumstances to which subsection 
146(21) applied, 


the amount, if any, by which the proceeds of the dis- 
position of the policyholder’s interest in the policy 
that the policyholder, beneficiary or assignee, as. the 
case may be, became entitled to receive in the year 
exceeds the adjusted cost basis to the policyholder of 
that interest immediately before the disposition. 
Related Provisions: 20(1)(e.2) — Deduction for. premiums on 
life insurance used as collateral; 56(1)(j) — Income inclusion — 
life insurance policy proceeds; 60(s) — Deduction of policy loan re- 
payment; 138(3) — Deductions allowed in computing income; 
138.1(7) — Where segregated fund policyholder deemed to be trust, 
etc.; 148(2) — Deemed proceeds of disposition; 148(9)‘‘adjusted 
cost basis”C — disposition amount included in adjusted cost basis. 
See additional Related provisions and Definitions at end of s. 148. 
History: Para. 148(1)(e) substituted by 1994, c. 21, s. 73, applica- 
ble to dispositions occurring after August 1992. That pane formerly 
read: 

(e) an annuity contract, the payment for which was deductible 

in computing the policyholder’s income by virtue of para- 
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graph 60(1), 


Para. 148(1)(b.1) added by 1994, c. 7, Sch, VII (1993, c. 24), sub- 
sec. 87(1.), applicable to 1991 et seq. 


Pre-RSC History: Subsec. 148(1) abbatituted ‘by 1980-81-82-83, 
c. 140, subsec. 102(1), applicable with respect to dispositions occur- 
ring after. November 12, 1981. Subsec. 148(1) formerly, read: 


148. (1) There shall be included in computing the income for 
a taxation year of a policyholder in reSpect of the disposition 
of an interest in a life insurance policy other than, ' 


(a) an annuity contract that is not a life annuity contract 
as defined by regulation, or 


(b) a policy that is or is issued pursuant to 
(i) a registered pension fund or plan, 
(ii) a registered retirement savings plan, 
(iii) an income-averaging annuity contract, or 
(iv) a deferred profit sharing plan 


the amount, if any, by which the proceeds of the disposition 
of that interest in the policy that the policyholder, beneficiary 
or assignee, as the case may be, became entitled to receive in 
that year exceeds. the adjusted cost basis to the policyholder 
of that interest immediately before the disposition. 


Subsec. 148(1) substituted by 1977-78, c. 1, subsec. 74(1), applica- 
ble to 1978 et seg. except that, with respect to the 1972 to 1977 
taxation years, that portion of para. 148(1)(b) preceding subpara. (i) 
shall be deémed to have read as follows: 


(a) in respect of any life insurance policy (other than a policy 
that is issued ‘or effected as a registered retirement savings 
plan or that is issued pursuant 'to-a registered pension fund or 
‘plan) all or any part of the insurer’s reserves for which vary 
in amount depending on the fair market value of a specified 
group of assets (in this section referred to as a “segregated 
fund”), “ve 


Subsec. 148(1) formerly read: 


148. (1) There shall be included in computing the income for 
a taxation year of a policyholder, 


(a) in respect of any life insurance policy other than an 
annuity contract, the amount, if any, by which the pro- 
ceeds of the disposition of an interest in the policy that he 
became entitled to receive in the year exceeds the ad- 
justed cost basis of the policy to the policyholder as of 
the time of the disposition; and 


(b) in respect of any life insurance policy (other than a 
~ policy that is issued or effected as a registered retirement 
savings plan) all or any part of the insurer’s reserves for 
’ which vary: in amount depending upon the fair market 
value of a speciiied group of. assets (in this section re- 
ferred to as a “segregated fund”), ne 


~ (i) such portion of any amount allocated to the poli-. 
cyholder in the year under the policy as was allo- 
cated out of gross revenue of the insurer: from the 
segregated fund, other than gross revenue that is a_ 
‘dividend (other than a taxable dividend) received by 
‘the insurer on a share of the capital stock of ne cor- 
poration, and 


(ii) such portion of any taxable capital gain for a tax- 
ation year of the insurer as is deemed by subsection 
142(2). to be.a’ taxable capital gain ,of ‘the 
policyholder. : 


Para. 148(1)(b) substituted by ake 74, c. 14-8. 52, applicable to 
1972 et seq. 


Selected Cases [subsec. 148(1)]: Canada v. Chrysler Canada 
Ltd., [1991] 2 C.T.C. 156 (FCTD); (sub nom. Canada v. Chrysler 
Canada Ltd. (No. 2)) [1992] 1 C:T.C. 61 (FCTD) (Employee stock 
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ownership plan held to be an employee benefit plan as defined and 
taxable pursuant to Paragraph 6(1)(g)). 


Regulations: 217(2) (information return). « 154) 
Interpretation Bulletins: IT-87R2: Policyholders’ income from 


life insurance policies; [T>244R3: Gifts by, individuals, of life insur- 
ance Rona as charitable donations. 


(1.1) “ Amount “included in’ computing 
taxpayer’s income — There shall be included in 
computing the income for a ‘taxation year of a tax- 
payer inrespect‘of a disposition of an ihterest@in: a 


life insurance policy déscribed“in ‘paragraph (e) of 


the definition; “disposition’) in Subsection (9). the 
amount, if any, by, which }the amount.of a payment 
described in paragraph (e).of. that’ definition, that, the 
taxpayer became entitled to receive amithes yeat,ex- 
ceeds) the;,amount, that, would -be..the,taxpayer’s, ad- 
justed; cost:basisiof the, taxpayer's interest.in the,pol- 
icysdmmediately zbefore? the ‘disposition: ifj'for the 
purposes,,of, the definition <fadjusted,cost, basis” in 
subsection: (9);'the taxpayer were! mirespect of that 
interest’inthe policy, ‘the policyholder 

Related Provisions: 56(1)(j)—- Life insurance policy. proceeds 
includedsin ancomer See additionalRelatec: provisions: and Defini- 
tions.at.end of s, 148, , / 
Pre-RSC. History::Subsec. 


IA8GhiL) addedsby L989, esiSo:subsec. 
50(1), applicable to 1980 4 


Ct SCG. 


Bho phat 217 2): (Cinforhialion: return), 


(2), Deemed proceeds of disposition - = For the 
purposes, of subsections (1) and,20(20) and the defi- 
nition ,;-adjusted. cost basis\,in. subsection (9), 
(a) where at any time’a’ policyholder bécorhes en- 
titled to, receive under a life insurance policy a 


particular amount as, on account of, in leu of 


payment’ of or in satisfaction of:-apolicy divi- 
ndend, tthe policyholder shall bedeemed 
(i) to have disposed of an interest in the policy 
‘at that time, and regia 
-(11)., to ,have. become entitled to, receive pro- 
-ceeds,of the.,disposition.cqual to, the. amount, 
if any, by which «ss 


GA) the particular: amount 


part of the particular’amount ap- 
plied immediately after that timeésato pay a 
premium. under the policy.or to repay a 
policy loan under the policy;:as provided 
for under the. terms and.,conditions. of the 
policy; 


(B) the 


(b) wheré-in’a taxation year a indie of an interest 
‘in, or a’person whose life is insured or who is the 
“annuitant under, a life insurance policy (other 
“than an annuity contract eb an exempt policy) last 
acquired after December 1, 1982 or an annuity 
_contract (other than a life sas contract, as de- 
fined. by regulation; entered into before Novem- 
ober’ 13,.1981.-or a prescribed»annuity contract) 
dies)-the policyholder shall. be: deemed to have 


S. 148(2) 


disposed of the policyholder’s interest in the ‘pol- 
icy or the contract, as the case may me immedi- 
ately before’ the death; : Ai 


(c) where, as a consequence of.a death, a disposi- 
tion of an interest in a life insurance policy is 
deemed to have occurred under paragraph (b), the 
policyholder immediately after the death shall be 
deemed to have acquired the interest at-a cost 

equal to the accumulating fund in respect thereof, 
as determined ‘in prescribed manner, immediately 
after the death; and 


(d). where. at any time a lifes insurance policy aes 
a¢quired: after December. 1, 1982,.or a life insur- 
ance policy to which subsection 12.2(9) of:theJn- 

come Tax Act, chapter 148 of the Revised. Stat- 
utes of Canada, 1952, applies ‘by virtue. of 
paragraph 12.2(9)(b) of that Act, ceases to be an 
exempt policy (otherwise than as a consequence 
of the death of an individual whose life is insured 
under the policy or at a time when that individual 
‘is totally ‘and permanently disabled), the policy- 
‘holder shall be deemed to have disposed: of the 
policyholder’s interest in the policy at that time 
‘for proceeds of disposition equal ‘to’ the accumu- 

- lating fund with respect, tothe interest, as deter- 
mined in-prescribed manner, at that time and to 
have reacquired the interest immediately after 
that time at)a cost equal to those proceeds. 


Related Provisions: See Related canine ae a at 
end of s. 148. 


History: Para. 148(2)(a) asidiiGed api 1994, c.7, Sch. VIII (1993, “oa 
24), subsec. 87(2), applicable ‘to policy dividends received or re- 
ceivable i in taxation years beginning after December 20, 1991. Para. 
(a) formerly read: 


(a) where at a peiticalan time a policyholder became entitled 
to receive under a life insurance policy an amount as, on ac- 
count or in lieu of payment of, or in satisfaction of, a policy 
dividend, the policyholder shall be deemed to have disposed 
of an interest,in the policy: at. that time,and that amount shall 
_ be deemed to, be proceeds; of the disposition that the, policy- 
holder became entitled to. receive at that time; 


That portion of subsec. 148(2) preceding para. (a) amended by 
1994, c. 7, Sch. I (1991; c. 49),'subsec. 121(1), to add reference to 
subsec. 20(20), applicable to dispositions occurring after 1989. 


Pre-RSC History: Para. 148(2)(b) amended by 1985, c, 45, sub- 
sec. 83(1), applicable with respect to deaths occurring in taxation 
years;commencing after 1982, to substitate “(other than-am annuity 
contract or an exempt policy)” for “(other, than an annuity contract 
or a policy that was an exempt policy on December 31 of the imme- 
diately preceding year)” and to add “or a prescribed annuity con- 
tract” after * ‘entered into before November 13, 1981”. 


Subsec. 148(2) substituted ,by 1980- 81-82- 83, c. 140, subsec. 
102(2), applicable with respect to dispositions occurring after No- 
vember -12, 1981. Subsec. 148(2) formerly read: 


(2) For the purposes of subsection (1) and paragraph (9)(a), 
where at a particular time a policyholder became entitled to 
receive under a life insurance policy an amount as, on ac- 
count or in lieu of payment of, or in satisfaction of, a policy 
dividend, the policyholder shall be deemed. to have disposed 
of an interest in the policy at that time and the amount shall 
be deemed to be proceeds of the th Yi eae that he became 
entitled to receive at that time. 
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Regulations: 301 (life annuity contract); 304 (prescribed annuity 
contract); 307 (accumulating fund). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies; IT-210R2: Income of deceased persons — 
periodic payments and investment tax credit; IT-430R3: Life insur- 
ance proceeds received by a private corporation or a partnership as a 
consequence of death. 


(3) Special rules for certain policies — For the 
purposes of this section, where all or any part of an 
insurer’s reserves for a life insurance policy vary in 
amount depending on the fair market value of a 
specified group of properties (in this subsection re- 
ferred to as a “segregated fund’), 


(a) in computing the adjusted cost basis of the 
policy, 


(i) an amount paid by the policyholder or on 
the policyholder’s behalf as or on account of 
premiums under the policy or to acquire an in- 
terest in the policy shall, to the extent that the 
amount was used by the insurer to acquire 
property for the purposes of the segregated 
fund, be deemed not to have been so paid, and 


(ii) any transfer of property by the insurer 
from the segregated fund that resulted in an 
increase in the portion of its reserves for the 
policy that do not vary with the fair market 
value of the segregated fund shall be deemed 
to have been a premium paid under the policy 
by the policyholder; and 


(b) the proceeds of the disposition of an interest 
in the policy shall be deemed not to include the 
portion thereof, if any, payable out of the segre- 
gated fund. 


Pre-RSC History: Para. 148(3)(c) repealed by 1977-78, c. 1, sub- 
sec. 79(2), applicable to 1978 et seg. Para. 148(3)(c) formerly read: 


(c) any transfer of property by the insurer to the segregated 
fund that resulted in an increase in the portion of the insurer’s 
reserves for the policy that vary with the fair market value of 
the segregated fund and in a decrease in the portion of its 
reserves for the policy that do not so vary, shall be deemed to 
be a disposition of an interest in the policy entitling the poli- 
cyholder to receive proceeds of disposition equal to the 
amount of the increase. 


(4) Income from disposition — For the purpose 
of computing a taxpayer’s income from the disposi- 
tion (other than a disposition deemed to have oc- 
curred under paragraph (2)(a) or a disposition de- 
scribed in paragraph (b) of the definition 
“disposition” in subsection (9)) of a part of the tax- 
payer’s interest in a life insurance policy (other than 
an annuity contract) last acquired after December 1, 
1982 or an annuity contract, the adjusted cost basis 
to the taxpayer, immediately before the disposition, 
of the part is the proportion of the adjusted cost basis 
to the taxpayer of the taxpayer’s interest immedi- 
ately before the disposition that 


(a) the proceeds of the disposition 
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are of 


(b) the accumulating fund with respect to the tax- 
payer’s interest, as determined in prescribed man- 
ner, immediately before the disposition. 


Pre-RSC History: Subsec. 148(4) added by 1980-81-82-83, c. 
140, subsec. 102(3), applicable with respect to dispositions occur- 
ring after November 12, 1981. (For history of former 148(4), see 
under subsecs. (4.1), (5).) 


Regulations: 307 (accumulating fund). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(4.1), (5) [Repealed under former Act] 


Pre-RSC History: Former subsec. 148(4) and subsecs. (4.1), (5) 
repealed by 1977-78, c. 1, subsec. 74(2), applicable to 1978 et seq. 
Those subsecs. formerly read: 


(4) Dividend deduction from tax — That proportion of any 
policyholder allocation from a segregated fund made to a pol- 
icyholder by an insurer at any time in its taxation year that 


(a) such portion of the insurer’s gross revenue for the 
year from the fund as was taxable dividends received by 
it in the year from taxable Canadian corporations 


is of 
(b) the insurer’s gross revenue for the year from the fund, 


shall be deemed to be a taxable dividend received by the poli- 
cyholder from a taxable Canadian corporation in respect of 
shares of the capital stock thereof. 


(4.1) Interest deduction from tax — That proportion of any 
policyholder allocation from a segregated fund made to a pol- 
icyholder by an insurer at any time in its taxation year that 


(a) such portion of the insurer’s gross revenue for the 
year from the fund as would, if the insurer were an indi- 
vidual, be interest for the purposes of section 110.1 re- 
ceived by it in the year 


is of 
(b) the insurer’s gross revenue for the year from the fund, 


shall, for the purposes of section 110.1, be deemed to be in- 
terest received by the policyholder. 


(5) Deductions for foreign tax — For the purposes of sec-_ 
tion 126 the following rules apply: 


(a) that proportion of any policyholder allocation from a 
segregated fund made by an insurer to a policyholder at 
any time in its taxation year that 


(i) such portion of the insurer’s gross revenue for the 
year from the fund as was dividends or interest pay- 
ments received by it in the year from a non-resident 
person 


is of 
(ii) the insurer’s gross revenue for the year from the 
fund 


shall be deemed to be income of the policyholder from 
sources in a country other than Canada; and 


_(b) the policyholder shall be deemed to have paid as in- 
come tax to the government of that other country, on the 
amount deemed by paragraph (a) to be his income from 
sources in that other country, an amount equal to that 
proportion of the allocation that 


(i) the aggregate of taxes paid by the insurer to the 
governments of countries other than Canada for the 
year in respect of the dividends and interest pay- 
ments so received by it (to the extent that such taxes 
were deducted in calculating, for the purposes of the 
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relevant authority, the amount of the fund as of the 
end of the year) 

is, of ; 
(ii) the insurer’s gross revenue for the year from»the » 
fund, 


Subsec. 148(4.1) added by 1974-75-76, c. 26,.s: 102, applicable to 
1974 et seq. 


(6) Proceeds receivable as annuity — Where, 
under the terms of a:life insurance policy (other than 
an annuity contract) last acquired before December 
2, 1982, a policyholder became entitled to receive 
from the. insurer at any time before the death of the 
person whose life was insured thereunder, all the 
proceeds (other. than policy dividends) payable at 
that time under the policy in the form of an annuity 
contract or annuity payments, 


(a): the payments. shall be sogardadil as annuity 
payments made under an annuity contract; 


(b) the purchase price of the annuity contract 
shall be deemed to be the adjusted cost basis of 
the policy to the policyholder immediately before 
the first payment under that contract became pay- 
able; and 


(5) 1 the annuity contract or annuity payments shall 
be deemed not to be proceeds of the disposition 
of an interest in the policy. 

Related Provisions: 148(10)(b) — References. to “person where 


life was insured”. See also additional Related provisions and Defini- 
tions at end of s..148. 


(7) Disposition at non-arm’s length and 
similar cases — Where, otherwise than by virtue 
of a deemed disposition under paragraph (2)(b), an 
interest of a policyholder in a life insurance policy is 
disposed of by way of a gift (whether during the pol- 
icyholder’s lifetime or:by the policyholder’s will), by. 
distribution from a corporation or by operation of 
law only to any person, or in any manner whatever 
to any person with whom the policyholder was not 
dealing at arm’s length, the policyholder shall be 
deemed thereupon to become entitled to receive pro- 
ceeds of the disposition equal to the value of the in- 
terest at the time of the disposition, and the person 
who acquires the interest by virtue of the disposition 
shall be deemed to acquire it at a cost equal to that 
value. 


Related Provisions: See Related provisions and Definitions at 
end of s. 148. ; 


Pre-RSC History: All that portion of subsec. 148(6) preceding 
para. (a) and subsec. 148(7). substituted by 1980-81-82-83, c. 140, 
subsecs. 102(4), (5), applicable, as to that portion of subsec. 148(6), 
after December: 1, 1982, and, as to subsec. 148(7), with respect to 
dispositions occurring after November 12, 1981. That portion of 
subsec. 148(6) and subsec. 148(7) formerly read: 


(6) Where, under the terms of a life insurance policy other 
than an annuity contract, a policyholder became entitled to 
receive from the insurer at a particular time before the death 
of the person whose life was insured thereunder, all of the 
proceeds (other than policy dividends) payable at that time 
under the policy in the form of an annuity contract or annuity 
payments, 


S. 148(8) 


(7) Where an interest of a policyholder in a life insurance pol- 
icy other than an, annuity contract that is not a life annuity 
contract.as defined by regulation, is disposed of by. way of 
gift (whether during his lifetime or by his will), by distribu- 
tion from a corporation or by operation of law only to any 
person, or in any manner whatever to any person with whom 
the policyholder was not dealing at arm’s length, the policy- 
holder shall be deemed ‘thereupon to become entitled to re- 
ceive proceeds of the disposition equal to:the value of the in- 
terest at the time of the disposition, and the person who 
acquires, the interest, by virtue of the disposition. shall be 
deemed to acquire it at a cost equal to such value. 
Subsec. 148(7) substituted by 1977-78, c. 1, subsec. 74(3);:applica- 


ble to 1978 et seg., to add ‘that is not a ) life annuity, contract as 
defined by regulation,’. 


| (8) Idem — Notwithstanding any other provision in 
this section, where 


(a) an interest of a oolzaglie idex in a life insurance 

policy (other than an annuity contract) has been 

transferred to the Policyholder’ S pa for no con- 
sideration, and ~~ 


(b) a child of the policyholder or a child of the 
transferee is the person wre life is og 
under the policy, 


the interest shall be deemed to have been. disposed of 
by the policyholder for proceeds of the disposition 
equal to the adjusted cost basis to the policyholder of 


| the interest immediately before the transfer, and to 


have been acquired by the person who acquired the 
interest at a cost equal to those proceeds. 


Related Provisions: 148(8.1) — Inter vivos transfer to spouse; 
148(8.2) — Transfer to spouse at death; 252(4) — Extended mean- 
ing of “spouse”. See additional Related provisions and Definitions 
at end of s.-148. 


History: Paras. 148(8)(a), (b) substituted by 1994,’c. 7, Sch. TI 
(1991, c. 49), subsec: 121(2), applicable to ‘transfers and distribu- 
tions occurring after 1989. Paras: (a), (b) formerly: tead: 
(a) an interest of a policyholder in a life insurance policy 
(other than an annuity contract) has been transferred to 


(i) the policyholder’s for no 


consideration,» 


spouse. or child, 


(ii) the spouse ora former ‘spouse of the policyholder, in’ | 
settlement of rights arising out of their marriage, or 


(iii) an individual; pursuant to a decree, order or judg-: 
ment of a competent tribunal made in accordance with 
prescribed provisions of the law of a province if that indi- 
vidual is a person within a prescribed class of persons re- 
ferred to. in those provisions, and 


(b) the ‘transferee or a child'of the policyholder or transferee 

is the person whose life is insured under the policy, 
Pre-RSC History: Subsec. 148(8) added by 1984, c. 45, subsec. 
56(1), applicable to taxation years commencing after 1982. 
Subsec. 148(8) repealed by 1977-78, c. 1, subsec. 74(3), applicable 
after March 31, 1978. Subsec. 148(8) formerly read: 

(8) Policy held on October 22, 1968 — Where 

(a) a policyholder owned an interest in a life insurance 


policy on October 22, 1968 and has not disposed of it on 
or before the policy’s tax. anniversary date, and 


(b) the value of the interest on the policy’s tax ‘anniver- 
sary date (computed without regard to any premium that 
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became payable on that date) exceeds the adjusted cost 
basis of the policy as of that date (computed without ref- 
erence to this subsection and without regard to any pre- 
mium that became payable on that date, but after deduct- 
ing all policy dividends that became payable on that 
date), 
the policyholder shall, for the purposes of paragraph (9)(a), 
be deemed 
(c) to have acquired the interest on the policy’s tax anni- 
versary date at a cost equal to its value a to in par- 
agraph (b), 
(d) to have not, on or before that date, been entitled to 
receive any proceeds of disposition of an interest in the 
policy, and 


(e) to have not, before that date, paid or had paid on his 
behalf any amount as or on account of premiums pee 
under the policy. 


Regulations: 6500(1) (prescribed provisions and prescribed cliise 
of persons, for former 148(8)(a)(iii)). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(8.1) Inter vivos transfer to spouse — Notwith- 
standing any other provision of this section, where 


(a) an interest of a policyholder in a life insurance 
policy (other than a policy that is, or is issued 
under, a plan or contract referred to in any of 
paragraphs (1)(a) to (e)) is transferred to 


(i) the policyholder’s spouse, or 


(ii) a former spouse of the policyholder in set- 
tlement of rights arising out of their mariage, 
and 


(iii) [Repealed] 


(b) both the policyholder and the transferee are 
resident in Canada at the time of the transfer, 


unless an election is made in the policyholder’s re- 
turn of income under this Part for the taxation year in 
which the interest was transferred to have this sub- 
section not apply, the interest shall be deemed to 
have been disposed of by the policyholder for pro- 
ceeds of the disposition equal to the adjusted cost ba- 
sis to the policyholder of the interest immediately 
before the transfer and to have been acquired by the 
transferee at a cost equal to those proceeds. 

Related Provisions: 73(1) —ZJnter vivos transfer of property of 
spouse, etc., or trust; 148(8.2) — Transfer to spouse at death; 
252(3), (4) — Extended meaning of “spouse” and “former spouse”. 
See additional Related provisions and Definitions at end of s. 148. 
History: Subpara. 148(8.1)(a)(iii) repealed by 1994, c.7, Sch. VIII 
(1993, c. 24), subsec. 87(3), applicable after 1992. Subpara. (a)(i11) 
formerly read: 


(iii) an individual of the opposite sex under an order for the 
support or maintenance of the individual made by a compe- 
tent tribunal in accordance with the laws of a province, where 
the individual and the taxpayer cohabited in a conjugal rela- 
tionship before the date of the order, and 


Subsec. 148(8.1) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
121(3), applicable to transfers and dispositions occurring after 1989, 
except that, in its application with respect to transfers and distribu- 
tions occurring in 1990, an election referred to in this subsec. made 
by a policyholder or the legal representative of a deceased policy- 
holder by notifying the Minister of National Revenue in writing 
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before 1992 [1994, c. 7, Sch. VIII (1993, c. 24), s. 159 provides that 
such an election made before December 11, 1993 shall be deemed 
to have been made before 1992] shall be deemed to have been made 
in the policyholder’s return of income under Part I of the Act for the 
1990 taxation year. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(8.2) Transfer to Spouse at death — Notwith- 
standing any other provision of this section, where, 
as a consequence of the death of a policyholder who 
was resident in Canada immediately before the poli- 
cyholder’s death, an interest of the policyholder in a 
life insurance policy (other than a policy that is or 1s 
issued under a plan or contract referred to in any of 
paragraphs (1)(a) to (e)) is transferred or distributed 
to the policyholder’s spouse who was resident in 
Canada immediately before the death, unless an elec- 
tion is made in the policyholder’s return of income 
under this Part for the taxation year in which the pol- 
icyholder died to have this subsection not apply, the 
interest shall be deemed to have been disposed of by 
the policyholder immediately before the death for 
proceeds of the disposition equal to the adjusted cost 
basis to the policyholder of the interest immediately 
before the transfer and to have been acquired by the 
spouse at a cost. equal to those proceeds. 


Related Provisions: 70(6) — Where transfer or distribution to 
spouse or trust; 148(9)“adjusted cost basis”G.1 — “adjusted cost 


| basis”; 248(8) — Occurrences as a consequence of death; 252(3), 


(4) — Extended meaning of “spouse” and “former spouse”. See ad- 
ditional Related provisions and Definitions at end of s. 148. 


History: Subsec. 148(8.2) added by 1994, c. 7, Sch. II (1991, c. 


49), subsec. 121(3), applicable to transfers and dispositions occur- 


ring after 1989;.except that, in its application with respect to trans- 
fers and distributions occurring in 1990, an election referred to in 
this subsec. made by a policyholder or the legal representative of a 
deceased policyholder by notifying the Minister of National Reve- 
nue in writing before 1992 [1994, c..7, Sch. VIII (1993, c. 24), s. 
159 provides that such an election made before December'11, 1993 
shall be deemed to have been made before 1992] shall be deemed to 
have been made in the policyholder’s return of income under Part h 
of the, Act for the 1990 taxation year. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life. insurance policies, 


(9) Definitions — In this section and paragraph 
56(1)(d.1) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, 


Related Provisions: 12.2(12) — Application of subsecs. 138(12) 
and 148(9). See additional Related provisions and Definitions at end 
of s. 148. 


Pre-RSC History: The opening words of subsec. 148(9) also Te- 
ferred to s. 12.2. See now subsec. 12.2(12). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”), 


“adjusted cost basis” to a policyholder as at.a par- 
ticular time of the policyholder’s interest in a life in- 
surance policy means the amount determined by the 
formula 


(A+B+C+D+E+F+G+G1)-(H+1+J+ 
K + L) 
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where 
A is the total of all amounts each of which is the 


cost of an interest in the policy acquired by the 
policyholder before that time but not including an 
amount referred to in the description of B or E, 


is the total of all amounts each of which is an 
amount paid before that time by or on behalf of 


the policyholder in respect of a premium under | 


the policy, other than amounts referred to in 
clause (2)(a)(ii)(B), in subparagraph (iii) of the 
description of C in paragraph (a) of the definition 
“proceeds of the disposition” or in subparagraph 
(b)(i) of that definition, 


is the total of all amounts each of which is an 
amount in respect of the disposition of an interest 
in the policy before that time that was required to 


be included in computing the policyholder’s in- | 


come or taxable income earned in Canada for a 
taxation year, 


is the total of all amounts, each of which is an 
amount in respect of the policyholder’s interest in 


the policy that was included by virtue of subsec- | 


tion 12(3) or section 12.2 or of paragraph 
56(1)(d.1) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, in comput- 
ing the policyholder’s income for any taxation 
year ending before that time or the portion of an 
amount paid to the policyholder in respect of the 
policyholder’s interest in the policy on which tax 


“was imposed by virtue of paragraph 212(1)(0) | 


before that time, 


is the total of all amounts each of which is an | 


‘amount in respect of the repayment before that 
time and after March 31, 1978 of a policy loan 
not exceeding the total of the proceeds of the dis- 
position, if any, in respect of that loan and the 
amount, if any, described in the description of J 
but not including any payment of interest thereon, 
any loan repayment that was deductible under 
paragraph 60(s) of this Act or paragraph 
20(1)(hh) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952 (as it ap- 
plied in taxation years before 1985) or any loan 
repayment referred to in clause (2)(a)(1i)(B), 


is the amount, if any, by which the cash surrender 
value of the policy as at its first anniversary date 
after March 31, 1977 exceeds the: adjusted cost 
basis (determined under the Income Tax Act, 
chapter 148 of the Revised: Statutes, of Canada, 
1952, as it would have read on that date if sub- 
section 148(8) of that Act, as it read in its appli- 
cation to the period ending immediately before 
April 1, 1978, had not been applicable) of the 
policyholder’s interest in the policy on that date, 


is, in the case of an interest in a life annuity con- 
tract, as defined by regulation, to which subsec- 
tion 12.2(1) applies for the taxation year that in- 
cludes that time (or would apply if the contract 
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had an anniversary day in the year ata time when 


“the taxpayer held the interest), the total of all 


amounts each of which is a mortality gain; as de- 
fined by regulation and determined by the issuer 
of the contract in accordance with the regulations, 
in respect of the interest immediately before the 


end of the calendar year ending in a taxation year 


commencing before that time, 


G.1.. [is,] in the case of an interest in a life insur- 


ance: policy (other than an annuity contract) to 


«which: subsection (8.2) applied before that time, 


the total of all amounts each of. which is a mortal- 
ity gain, as defined by regulation and determined 


‘by the issuer of the policy in accordance ‘with the 


regulations, in respect of the interest immediately 
before the end of the calendar year ending in a 
taxation year beginning before that time, — 

is the. total. of all.amounts each of which is. the 
proceeds of the disposition of the policyholder’s 
interest.in the policy that the. policyholder be- 
came entitled to receive before that time, 


is the total of all amounts each of which is an 


amount in respect of the policyholder’s interest in 


, the policy that was deducted by virtue of subsec- 


tion 20(19) in computing the policyholder’s in- 
come for any taxation year commencing before 
that time, ) 

is the amount payable on March 31, 1978 in re- 
spect of a policy loan in respect of the policy, 
is the total.of all amounts. each of which is.-an 
amount received before that time in respect of the 
policy that the policyholder was entitled to de- 
duct under paragraph 60(a) in computing the pol- 
icyholder’s income for a taxation year, and 


4s 


(a) in the case of an interest in a life insurance 
policy (other than an annuity contract) that 
was last acquired after December 1, 1982 by 
the policyholder, the total of all amounts each 
of which is the net cost of pure insurance, as 
defined by regulation and determined by the 
issuer of the policy in accordance with the 
regulations, in respect of the interest immedi- 
ately before the end of the calendar year end- 
ing in a taxation year commencing after May 
31, 1985 and before that time, 


(b) in the case of an interest in an annuity con- 
tract to which subsection 12.2(1) applies for 
the taxation year that includes that time (or 
would apply if the contract had an anniversary 
day in the year and while the taxpayer held 
the interest), the total of all annuity payments 
paid in respect of the interest before that time 
and while the policyholder held the interest, or 


(c).in the case of an interest in a contract re- 
ferred to in the description of G, the total of 
all amounts each of which is a mortality loss, 
as defined by regulation and determined by 


S. 148(9) adj 


the issuer of the contract in accordance with 
the regulations, in respect of the interest 
before that time; 


Related Provisions: 12.2(5)— Amounts included in income — 
taxpayer’s interest in an annuity contract; 148(2)— Deemed pro- 
ceeds of disposition; 257 — Formula cannot calculate to. less than 
zero. See additional Related provisions and Definitions at end of s. 
148. 


History: The description of B in the definition “adjusted cost ba- 
sis” in subsec. 148(9) amended by 1994, c: 7, Sch. VIII (1993, c. 
24), subsec. 87(4), applicable to amounts paid in taxation. years 
commencing after December 20, 1991. The description formerly 
read: 


B sis the total of all amounts each of which is an amount 
paid before that time, by the policyholder or on the poli- 
cyholder’s behalf, in respect of a premium under. the 
policy, 


The description of E in “adjusted cost basis” frieeiied by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 87(5), applicable to loan repayments 
occurring in taxation years beginning after December 20, 1991. The 
description formerly read: 


E ~ is the total of all amounts each of which is an amount in 
respect of the repayment before that time and after March 
31, 1978. of a policy loan not exceeding the total of the 
proceeds of the disposition, if any, in respect of that loan 
and the amount, if any, referred to in the description of J 
but not including any payment of interest thereon or any 
repayment of the loan that was deductible oo to 
paragraph 20(1)(hh) or 60(s), 


G.1 and its description added to “adjusted cost basis” by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsecs. 87(3.1), (6), applicable to transfers 
and distributions occurring after 1989. 


The description of G in “adjusted cost basis” amended by 1994, c. 
7, Sch. II (1991, c. 49), subsecs. 121(4), to substitute “subsection 
12.2(1)” for “subsection 12.2(1) or (3)” and to.add “(or would apply 
if the contract had an anniversary day in the year at a time when the 
taxpayer held the interest)”, applicable to policies last acquired after 
1989. 


Para. (b) of the description of L in para. 148(9)(a) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 121(5), applicable to poli- 
cies last acquired after 1989. Para. (b) formerly read: 


(b) in the case of an interest in an annuity contract to which 
subsection 12.2(1) or (3) applies, the total of all amounts each 
of which is an annuity payment paid in respect of the interest 
before that time and while the policyholder held the interest, 
or 


Pre-RSC History: The definition “adjusted cost basis” was para. 
148(9)(a). It contained descriptive subparagraphs instead of the 
present formula, The pre-R.S.C. version read: 


(a) “adjusted cost basis” — “adjusted cost basis” to a poli- 
cyholder as at a particular time of his interest in a life insur- 
ance policy means the amount, if any, by which the aggregate 
of 
(i) the cost of each interest in the policy acquired by him 
before that time but not including an amount referred to 
in subparagraph (ii) or (iv), 


(ii) all amounts each of which is an amount paid before 
that time, by him or on his behalf, in respect of a pre- 
mium under the policy, 


(iii) the aggregate of all amounts, each of which is an 
amount in respect of the disposition of an interest in the 
policy before that time that was required to be included 
in computing his income or taxable income earned in 
Canada for a taxation year, 


(tii.1) the aggregate of all amounts each of which is an 
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amount in respect of his interest in the policy that was 
included by virtue of subsection 12(3), section 12.2 or 
paragraph 56(1)(d.1) in computing his income. for any 
taxation year ending before that time or the portion of an 
amount paid to him in respect of his interest in the policy 
on which tax was imposed by virtue of paragraph 
212(1)(0) before that time, 


(iv) all amounts, each of which is an amount in respect of 
the repayment before that time and after March 31, 1978 
of a policy loan not exceeding the aggregate of the pro- 
ceeds of the disposition, if any, in respect of that loan and 
the amount, if any, described in subparagraph (vii) but 
not including any payment of interest thereon or any re- 
payment of the loan that was deductible pursuant to par- 
agraph 20(I)(hh) or 60(s), 


(v) the amount, if any, by which the cash surrender value 
of the policy as at its first‘anniversary date after March 
31, 1977 exceeds the: adjusted cost basis (determined 
under this Act as it would-have read on. that date if sub- 
section (8) had not been applicable) of his interest in the 
policy on that date, and 


(v.1) in the case of an interest in a life annuity contract, 
as defined by regulation, to which subsection 12.2(1) or 
(3) applies for the taxation year that includes that time, 
the aggregate of all amounts each of which is a mortality 
gain, as defined by regulation and determined by the is- 
suer of the contract in accordance with the regulations, 
in respect of the interest immediately before the end of 
the calendar year ending | in a taxation year Le ge 
before that time 


exceeds the aggregate of 


(vi) the aggregate of amounts each of which is proceeds 
of the disposition of his interest in the policy that he ee 
came entitled to receive before that time, 


(vi.l) the aggregate of all amounts each of which is an 
amount in respect of his interest in the policy that was 
deducted by virtue of subsection 20(19) in computing his 
income for any taxation year commencing before that 


time, 


(vii) the amount 1 Ree on March 31, 1978 in respect of 
a policy loan in respect of the policy, 


(viii) the aggregate of all amounts each of which is an 
amount received before that time in respect of the policy 
that he was entitled to deduct under paragraph 60( a) in 
computing his income for a taxation year; 


(ix) in the case of an interest in a life insurance policy 
(other than an annuity contract) that was last acquired 
after December 1, 1982 by the policyholder, the aggre- 
gate of all amounts each of which is the net cost of pure 
insurance, as defined by regulation and determined. by 
the issuer of the policy in accordance with the regula- 
tions, in respect of the interest immediately before the 
end of the calendar year ending in a taxation year com- 
mencing after May 31, 1985 and before that time, 


(x) in the case of an interest in an annuity contraet to 
which subsection 12.2(1) or (3) applies, the aggregate of 
all amounts each of which is an annuity payment paid in 
respect of the interest before that time and while the poli- 
cyholder held the interest, and 


(xi) in the case of an interest in a contract described in 
subparagraph (y.1), the aggregate of all amounts each of 
which is a mortality loss, as defined by regulation and 
determined by the issuer of the contract in accordance 
with the regulations, in respect of the interest before that 
time; 


See at end of subsec. 148(9); 
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Regulations: 301 (life annuity contract — for 148(9)“adjusted 
cost basis”’G); 308 (net cost of pure insurance — for ise es 
justed cost basis”L(a)). i 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies; IT-149R4: Winding-up dividend; IT-355R2: 
Interest on loans to buy life insurance policies and annuity con- 
tracts, and interest on policy loans; IT-430R3: Life insurance pro- 
ceeds received by a private corporation or a partnership as a conse- 
quence of death. See additional Related provisions and Definitions 
at end of s. 148. 


“amount payable”, in respect of a policy loan, has 
the meaning assigned by subsection 138(12); 


Pre-RSC History: The definition “amount payable” 
148(9)(a.1). 


See at end of subsec. 148(9). 


was para. 


“cash surrender value” at a particular time of a life 
insurance policy means its cash surrender value at 
that time computed without regard to any policy 
loans made under the policy, any policy dividends 
(other than paid-up additions) payable under the pol- 
icy or any interest payable on those dividends; 


Related Provisions: Reg. 1408(1)‘‘cash surrender value” — Def- 
inition applies for policy reserve calculation. 


Pre-RSC History: The defi nition 
para. 148(9)(b). 


See at end-of subsec. 148(9). 


“cash surrender value” was 


“child” of a policyholder includes a child as defined 
in subsection 70(10); 

Related Provisions: 252(1) — Extended meaning of “‘child”. 
Pre-RSC History: The aire “child”: was para. 148(9)(b.1). 
See at end of subsec. 148(9). 


“disposition’’, in Jats to an-interest in a life in- 
surance policy, includes 


(a) a surrender thereof, 
(b) a policy loan made after March 31, 1978, 


(c) the dissolution of that interest by virtue of the 
maturity of the policy, 


(d) a disposition of that interest Se operation of 
law only, and 


(e) the payment by an insurer of an amount (other 

_ than an annuity payment, a policy loan or a pol- 
icy dividend) in respect of a policy (other than a 
policy described in paragraph (1)(a), (b), (c), (d) 
or (e)) that is a life annuity contract, as defined 
by regulation, entered into after November 16, 
1978, and. before November 13, 1981, 


but does not include 


(f) an assignment of all or any part of an interest 
in the policy for the purpose of securing a debt or 
a loan other than a policy loan, 


(g) a lapse of the policy in. consequence of the 
premiums under. the policy remaining unpaid, if 
the policy was reinstated not later than 60 days 
after the end of the.calendar year.in which the 
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lapse occurred, 


-(h) a payment-under a policy as a disability pare: 
fit or as an accidental death benefit, 


(i) an annuity payment, 
(j) a payment under:a life insurance policy (other 
than an annuity contract) that 


(i) was last acquired before December 2, 
1982, or 


(ii) is an-exempt policy 


in consequence of the death of any person whose 
‘lifé was insured under the policy, or 


(k) any transaction or event by which an individ- 

ual becomes entitled to receive, under the terms 
of an exempt policy, all of the proceeds (includ- 
ing or excluding policy dividends) payable under 
the policy in the form of an annuity contract or 
annuity payments, if, at the time of the transac- 
tion or event, the individual whose life is insured 
under the policy was totally and permanently 
disabled; 


Related Provisions: 60(s) — Deduction of policy:..loan, repay- 
ment; 148(10)(b) — References to “person whose life was insured”; 
248(8) — Occurrences as a consequence’ of death. See, additional 
Related provisions and Definitions at,end-of s. 148. 
Pre-RSC History: The definition “disposition” 
148(9)(c). See:Table of Concordance. 


See at end of subsec. 148(9). 


Regulations: 301 
148(9}“disposition? (e)). 


Interpretation Bulletins: IT- 85R2: Health and Ssh lge trusts for 
employees; IT-87R2: Policyholders’ income from life insurance 
policies. 


was para. 


(life annuity. - contract — for 


‘interest’, in relation to a policy loan, has the. mean- 
ing assigned by. subsection 138(12); 


Pre-RSC History: The definition 
148(9)(c.1). 


See at end of subsec. 148(9). 


“interest” was para. 


“life insurance policy’ — 


[Repealed under former 
Act] . 


‘policy loan’? means an amount advanced by an in- 
surer:-to a policyholder in accordance with the terms 
and conditions of the life insurance policy; 

Pre-RSC History: The definition 
148(9)(e). | 

See at end of subsec. 148(9). 


“policy loan” was para. 


“premium” under a policy includes 


(a) interest paid after 1977 to a life insurer in re- 
. spect of a policy loan, other than interest deducti- 

ble in the 1978 or any subsequent taxation year 

pursuant to paragraph 20(1)(c) or (d), and 

(b) a prepaid premium under. the policy to the ex- 

tent that it cannot be refunded otherwise than on 

termination or cancellation of the policy, 


but does. not include 
(c) where the interest in the policy \ was last ac- 
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quired after December 1, 1982, that portion of 
any amount paid after May 31,1985 under the 
policy with respect to 
(i) an accidental death benefit, 
(i1) a disability benefit, 
(iii) an additional risk as a result of 1 owes a 
substandard life, 
(iv) an additional risk in respect of the conver- 
sion of a term policy into another policy after 
the end of the year, 
(v) an additional risk under a settlement 
option, | 
(vi) an additional risk under a guaranteed in- 
surability benefit, or ; 
(vii) any other prescribed benefit that is ancil- 
lary to the policy; 
Related Provisions: 60(s) — Repayment of policy loan. See ad- 
ditional Related provisions and Definitions at end of s. 148. 


Pre-RSC History: The definition 
148(9)(e.1). See Table of Concordance. 


See at end ‘of subsec. 148(9). 


“premium” was para. 


“proceeds of the disposition’’ of an interest in a life 
insurance policy means the amount of the proceeds 
that the policyholder, beneficiary or assignee, as the 
case may be, is entitled to receive on a disposition of 
an interest in the policy and for greater certainty, 


(a) in respect of a surrender or maturity thereof, 
means the amount determined by the formula 


(A-B)-C 
where 


A is the cash surrender value of that interest in 
the policy at the time of surrender or maturity, 


B is that portion of the cash surrender value rep- 
resented by A that is applicable to the policy- 
holder’s interest in the related segregated fund 
trust as referred to in paragraph 138.1(1)(e), 
and 


C is the total of amounts each of which is 


_ (i) an amount payable at that time by the 
policyholder in respect of a policy loan in 
respect of the policy, 


(ii) a premium under the policy that is fae 
but unpaid at that time, or 


(iii) an amount applied, immediately after 
the time of the surrender, to pay a pre- 
mium under the policy, as provided for 
under the terms and conditions of the 
policy, 
(b) in respect of a policy loan made after March 
31, 1978 means the lesser of 


(i) the amount of the loan, other than the part 
thereof applied, immediately after the loan, to 
pay a premium under the policy, as provided 
for under the terms and conditions of the pol- 


Income Tax Act, Part I 


icy, and 

(ii) the amount, if any, by which the cash sur- 
render value of the policy immediately before 
the loan was made exceeds the total of the 
balances outstanding at that time of any policy 
loans in respect of the policy, 


(c) in respect of a payment described in para- 
graph (e) of the definition “disposition” in this 
subsection, means the amount of that payment, 
and 


(d) in respect of a disposition deemed to have oc- 
curred under paragraph (2)(b), means the ac- 
cumulating fund in respect of the interest, as de- 
termined in prescribed manner, 


(1) immediately before the time of death in re- 
spect of a life insurance policy (other than an 
annuity contract) last acquired after December 
1, 1982, or 


(ii) immediately after the time of death in re- 
spect of an annuity contract; 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. See additional Related Provisions and Definitions at end of s. 
148. 


History: The description of C in para. (a) of “proceeds of the dis- 
position” in subsec. 148(9) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 87(7), applicable to surrenders occurring in taxation 
years commencing after December 20, 1991. That description for- 
merly read: 


C is the total of all amounts each of which is an amount 
payable at that time by the policyholder in respect of a 
policy loan in respect of the policy or a premium under 
the policy that is due but unpaid at that time, 


Subpara. (b)(i) of “proceeds of the disposition” amended by 1994, c. 
7, Sch. VIII (1993, c. 24), subsec. 87(8), applicable to policy loans 
made in taxation years beginning after December 20, 1991. That 
subpara. formerly read: 


(i) the amount of the loan, and 


Pre-RSC History: The definition “proceeds of the disposition” 
was para. 148(9)(e.2). It contained descriptive subparagraphs in- 
stead of the present formula. The pre-R.S.C. version read: 


(e.2) “proceeds of the disposition” — “proceeds of the dis- 
position” of an interest in a life insurance policy means the 
amount of the proceeds that the policyholder, beneficiary or 
assignee, as the case may be, is entitled to receive on a dispo- 
sition of an interest in the policy and for greater certainty, 


(i) in respect of a surrender or maturity thereof, means 
ie amount, if any, by which 


(A) the cash surrender value of that interest in the 
policy at the time of surrender or maturity (excluding 
that portion of the cash surrender value that is appli- 
cable to a policyholder’s interest in the related seg- 
regated fund trust as referred to in paragraph 
138.1(1)(e)) 


exceeds 


(B) the aggregate of amounts each of which is an 
amount payable at that time by the policyholder in 
respect of a policy loan in respect of the policy or a 

' premium under the policy that.is due but unpaid at 
that time, 


(ii) in respect of a policy loan made after March 31, 1978 
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means the lesser of 
(A) the amount of the loan, and 


(B) the amount, if any, by which the cash surrender 
value of the policy immediately before the loan was 
made exceeds the aggregate of the balances out- 
standing at that time of any policy loans in respect of 
the policy, 


(iii) in respect of a payment described in dechpitiea giciph 
(c)(iv.1), means the amount of such payment, and 

(iv) in respect of a disposition.deemed to have occurred 
under paragraph (2)(b), means: the: accumulating fund in 
respect of the interest, as sami ting in prescribed 
manner, 


(A) immediately before the time of death in respect of 
a life insurance policy (other than an annuity con- 
tract) last acquired after December 1, 1982, or 


(B) immediately after the time of death in respect of 
an annuity contract; 


See at end of subsec. 148(9)._. 


‘relevant authority” <1 Repedletl]s" 


History: The definition “relevant authority” in subsec. 148(9) re- 
pealed by 1997, c. 25, s. 46, Seek. April 25, 1997. It formerly 
read: 


“relevant authority” has the meaning assigned by subsection 
138(12); 
Pre-RSC History: The definition “relevant authority” was para. 
148(9)(e.3). 
See at end of subsec. 148(9). 


“tax anniversary date’’, in relation to a life insur- 
ance policy, means the second anniversary date of 
the policy to occur after October 22, 1968; 

Pre-RSC History: The definition “tax anniversary date” was 
para. 148(9)(f). 

See at end of subsec. 148(9). 


“value” at a particular time of an interest in a life 
insurance policy means 


(a) where the interest idindtidlk an interest in the 
cash surrender value of the policy, the amount in 
respect thereof that the holder of the interest 
would be entitled to receive if the policy were 
surrendered at that time, and 


(b) in any other case, nil. 
Pre-RSC History: The definition “value” was para. 148(a)(g). 
See at end of subsec. 148(9). 


Pre-RSC History [subsec. 148(9)]: Subpara.. 148(9)(a)(v.1) 
amended by 1990, c. 39, subsec. .37(1), to substitute “subsection 
12.2(1) or (3) applies for the taxation year that includes that time,” 
for “subsection 12.2(1), (3) or (4) applies for the taxation year that 
includes that time or would apply if the contract had a third anniver- 
sary in the year,” applicable (by subsec.'37(3), as amended by 1991, 
c..49, s. 255) with respect to policies issued. after 1989. 


Subpara. 148(9)(a)(x) amended by subsec. 37(2) of 1990, c. 39, to 
substitute “subsection 12.2(1) or.(3) applies,” for “subsection 
12.2(1), (3) or (4) applies or would apply if the contract had a third 
anniversary in the taxation year that includes that time,” applicable 
(by subsec. 37(3), as amended by 1991, c. 49, s. 255) with respect to 
policies issued after 1989. 


Subpara. 148(9)(a)(iv) amended by 1985, c. 45, subsec. 83(2), ap- 
plicable to 1982 et seq., to substitute “in:respect ofithat loan” for “in 
respect of that loan (within the meaning of paragraph (e.2))” and 
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“any repayment of the loan that was. deductible pursuant to para- 
graph 20(1)(hh) or 60(s)” for “any repayment of a loan that was 
deductible pursuant to paragraph 20(1)(hh)”. 


Subpara. 148(9)(c)(x) added by 1985, c. 45, subsec. 83(3), applica- 
ble with respect to transactions or events occurring after December 
1, 1982, 
Para. 148(9)(d) repealed and para. 148(9)(e. 3) added by 1985, c. 45, 
subsecs. 83(4) and (5). Para. 148(9)(d) formerly read: 
(d) “life insurance policy”. and “relevant authority” — “life 
insurance policy” and “relevant authority” have the meaning 
given those expressions in subsection 138(12); 
Subpara. 148(9)(b.1) added by 1984, c. 45, subsec. 56(2), applicable 
to taxation years commencing after 1982. ; 
Subpara. 148(9)(a)(v.1) substituted to add “as defined by regulation 
and determined by the issuer of the contract in accordance with the 
regulations, in respect of the interest immediately before the end of 


_ the calendar year ending in a taxation year commencing before that 


time”; subpara. 148(9)(a)(ix) substituted to add “‘as defined by regu- 
lation and determined by the issuer of the policy in accordance with 
the regulations, in respect of the interest immediately before the end 
of the calendar year ending in a taxation year commencing after 
May 31, 1985 and before that time,”; subpara. 148(9)(a)(xi) substi- 
tuted by 1984, c. 1, subsecs. 82(1)-(3), applicable to taxation years 
commencing after 1982. Subpara. 148(9)(a)(xi) formerly read: 


(xi) in the case of an interest described in subparagraph (v.1), 
the aggregate of all amounts each of which is a mortality loss 
in respect of the interest, as determined in prescribed manner, 
before that time; 


All that portion of subsec. 148(9) preceding para. (a), subparas. 
148(9)(a)(iii), (iii.1), para. (b), subparas. (c)(iv.1), (vii), (viii), and 
para. (e.1) substituted, subparas. 148(9)(a)(v.1), (ix)-(xi), (e.2)(iv) 
added by 1980-81-82-83, c. 140, subsecs. 102(6)—(14). (For applica- 
tion, see “Application” below.) The substituted provisions formerly 
read: | 


(9) In this section, 


oe eee 


(iii) all amounts, each of which is an amount in re- 
spect. of the disposition of an interest in the policy 
before that time that was required by paragraph 
(1)(a) as it read for the 1977 taxation year, subsec- 
tion (1), section 16 or paragraph 56(1)(d) to be in- 
cluded in computing his income for a taxation year, 


(iii.1) all amounts each of which is an amount in re- 

_ spect of his interest in the policy that was included 
by virtue of subsection 12(3) in computing his in- 
come for any taxation year commencing before that 
time, 


ee eee 


(b) “cash surrender value” at a particular time of a life 
insurance policy means its cash surrender value at that 
time computed without regard to any policy dividends 
payable thereunder or any interest payable on such 
dividends; 


(iv.1) the payment by an insurer of an amount (other 
than an annuity payment, a policy loan or a policy 
dividend) in respect of a policy (other than a policy 
described in paragraph (1)(b)) that is. a life annuity 
contract, as defined by regulation, entered into after 
November 16, 1978, 


eee ee 


(vii) a termination of the policy in consequence of 
the death or total and permanent disability of any 
person whose life was insured under the policy, or 
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(viii) an annuity payment under a life annuity - 
contract; 


(e.1) “premium” under a policy includes interest paid af- . 
ter 1977 to a life insurer in respect of a policy loan other 
than interest deductible in the 1978 or any subsequent 
taxation year pursuant to paragraph 20(1)(c) or (d); 


Subparas. 148(9)(a)(iii.1), (vi.1) added by 1980-81-82-83, c. 48, 
subsecs. 83(1), (2), applicable to taxation years commencing after 
October 28, 1980. ° 


1980-81-82-83, c. 140, subsecs. 102(16)-(21) provide: 


That portion of subsec. 148(9) preceding para. (a) is See 
to taxation years commencing after 1982. 


Subparas. 148(9)(a)(iii), (1ii.1) are applicable after November 
12, 1981. 


Subparas. 148(9)(a)(v.1), (s(x) are applicable to taxation 
years commencing after 1982. 


Para. 148(9)(b) is applicable after 1971. 


Subparas. 148(9)(c)(iv.1), (vii)—(ix) are applicable with respect 
to dispositions occurring after November 12, 1981. — 


_ Para. 148(9)(e.1) is applicable after November 12, 1981. 


Subpara. 148(9)(e.2)(iv) is applicable with respect to disposi- 
tions occurring after December, 1, 1982. 


Subparas. 148(9)(a)(iv), (e.2)(11) substituted, (c)(iv. 1b), (e.2)(ii1) ad- 
ded by 1979, c. 5; subsecs. 50(2)-(4), ‘applicable, as to subparas. 
148(9)(a)(iv), (e.2)(ii), after March 31, 1978, and, as to (c)(iv.1), 
(e.2)(i1i), to 1980 et seg. Subparas. 148(9)(a)(iv), (e.2)(ii) formerly 
read: 


(iv) all amounts, each of which is an amount. in: respect of 
the repayment before that time and after March 31, 1978 
of a policy loan in respect of the policy but not including 
any payment of interest thereon or any repayment of a 
loan that was deductible pursuant to paragraph 20(1)(hh), 

and 


(ii) in respect of an assignment of all or any part of an 
interest in the policy for the purpose of securing a policy 
loan made after March 31, 1978, means the amount of 
the policy loan; 


Para. 148(9)(e.1) substituted by 1977-78, c. 32, s. 36, applicable af- 
ter March 31, 1978, to add “after 1977”. 


Paras. 148(9)(a), (c), (e) substituted, (a.1), (c.1), (e.1), (e.2) added 
by 1977-78, c. 1, subsecs. 74(4)-(6), applicable (as to para. 148(9), 
(a.1)) to 1978 et seq. (as to paras. 148(9)(a), (c), (c.1), (e.1), (e.2)) 
after March 31, 1978. Paras. 148(9)(a), (c), (e) formerly read: 


(a) “adjusted cost basis” to a policyholder as of a particular 
time of an interest in a life insurance pore means the 
amount, if any, by which 


(i) the aggregate of the cost to him of acquiring all his 
interests in the policy and all amounts paid by him or on 
his behalf before that time as or on account of premiums 
under the policy, 


exceeds 


(ii) all proceeds of disposition of his interests in the pol- 
icy that he became entitled to receive before that time, 
except to the extent that such proceeds were required to 
be included in computing his income for a taxation year 
by virtue of paragraph (1)(a); ) 
(c) “disposition” in relation to a life insurance policy or an 
interest therein includes a surrender or termination, a disposi- 


tion by operation of law only, or the maturity of the policy, 
but does not include 


(i) a termination of the policy in consequence of the 
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death or total and permanent disability of ‘any person 
whose life was insured under the policy, 


(ii) an assignment of all or any part of any interest in the 
policy for the purpose only of securing a debt or a loan, 
or 

(iii) a lapse of the policy in consequence of the premiums 
under the policy remaining unpaid, if the policy was rein- 
stated not later than 60 days after the end of the calendar 
year in which the lapse occurred; 


(e) “policyholder allocation” from a segregated fund — 
“policyholder allocation’from a segregated fund means an 
amount allocated by an insurer to a policyholder: that is re- 
quired by paragraph (1)(b) to be included in computing the 
policyholder’s income; 


Subpara. 148(9)(c)(i) substituted by 1973-74, c. 30, s. 21, applicable 
to 1973 et seg. Subpara. 148(9)(c)(i) formerly read: 


(i) a termination of the policy:in consequence of the death of 
any person whose life was insured under the policy. 


(9.1) Application of subsec. 12.2(11) — The 
definitions in subsection 12.2(11) apply to this 
section. 


Origin of subsec. 148(9.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 12.2(11)). 


(10) Life annuity contracts — For the ie puss 
of this section, 


(a) a reference to “insurer” or “life insurer’ shall 
be deemed to include a reference to a person who 
is licensed or otherwise authorized under a law of 
Canada or a province to issue contracts that are 
annuity contracts; 


(b) a reference to a “person whose life was in- 
sured” shall be deemed to include a reference to 
an annuitant under a life annuity contract, as de- 
fined by regulation, entered into before Novem- 
ber 17, 1978; 


(c) where a policyholder is a person who has held 
an interest ina life insurance policy continuously 
since its issue date, the interest shall be deemed 
to have been acquired on the later of the date on 
which 


(i) the policy came into force, and 


(ii) the application in respect of the policy 
signed by the policyholder was filed with the 
insurer; 


(d) except as otherwise provided, a policyholder 
shall be deemed not to have disposed of or ac- 
quired an interest in a life insurance policy (other 
than an annuity contract) as a result only of the 
exercise of any provision (other than a conver- 
sion into an annuity contract) of the policy; and 


(e) where an interest in a life insurance policy 
(other than an annuity contract) last acquired 
before December 2, 1982 to which subsection 
12.2(9) of the Income Tax Act, chapter 148, of the 
Revised Statutes of Canada, 1952, does not apply 
has been acquired by a taxpayer from a person 
with whom the taxpayer was not dealing at arm’s 
length, the interest shall be deemed to have been 
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last acquired by the taxD Ay a peters December 2, 
1982. | ee 


Related Provisions: 12.2(13) — Applicabck of subsec. 148(10); 
56(1)G) — Life insurance policy proceeds. 


Pre-RSC History: Para. 148(10)(e) added by 1984, c. 45, subsec. 
56(3), applicable to taxation years commencing after 1982. 


Subsec. 148(10) substituted by 1980-81-82-83, c. 140, subsec. 
102(15), to add a reference to s. 12.2 and to add paras. (c), (d), ap- 


plicable after November 12, 1981, except para, 148(10)(d) eye 


ble after 1971. 


Para. 148(10)(b) substituted by 1979, c. 5, subsec. 50(5), aes 
to 1980 et seg. Para. 148(10)(b) formerly read: 


(b) a reference to a “person whose life was insured” shall be 
deemed to include a reference to an annuitant under such a 
life annuity contract. 


Subsec. 148(10) added by 1977-78, c. 1, subsec. 74(7), applicable 
after March 1978. 


Regulations: 301 (meaning of “life annuity contract”). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Related Provisions [s. 148]: 12:2 — Accrual of income on cer- 
tain life insurance policies including annuity contracts; 20(1)(c), 
20(2.2) — Deductibility of interest and compound interest on 
money borrowed to acquire a life insurance policy; 20(2.1) — De- 
ductibility of interest paid or incurred in respect of a policy loan; 
20(19) — Deduction from payment under an annuity contract for 
amounts previously included in income; 20(20) — Deduction re dis- 
position of life insurance policy. for accrued income previously in- 
cluded in income; 56(1)(d), (d.1) — Inclusion in income of annuity 
payments in respect of annuities not subject to accrual rules under 
subsec. 12.2; 60(a) — Deduction of capital element of annuity pay- 
ments; 70(3.1) — “Rights or things” not to include interest in a life 
insurance policy; 70(5.3) — Valuation of shares of a corporation 
where it is beneficiary of life insurance policy on deceased; 
87(2.2) — Amalgamation of insurance corporations; 88(1)(g) — 
Winding-up of subsidiary insurance corporations; 89(1)‘‘capital: div- 
idend account”(d) — When gains on life insurance policy issued on 
or before June 28, 1982 included in capital dividend account; 
89(2)(a) — When gain on life insurance policy issued on or before 
June 28, 1982, excluded from capital dividend account; 
115(1)(a)(vi), 116(5.1), (5.2) — Proceeds of disposition by non-res- 
ident of life insurance policy in Canada; 138 — Insurance corpora- 
tions; 138.1 — Rules relating to segregated funds. 


Definitions [s. 148]: “accumulating fund” — Reg. 307; “adjusted 
cost basis” — 148(9); “amount” — 248(1); “amount payable” — 
(in respect of a policy loan) 148(9); ‘‘anniversary day” — 12.2(11), 
148(9.1); “annuity” — 248(1); “arm’s length” — 251(1); “Can- 
ada” — 255; “cash surrender value” — 148(9); “child” — 70(10), 
148(9), 252(1); “corporation” — 248(1), Interpretation Act 35(1); 
“disposition” — (in relation to an interest in a life insurance policy) 
148(9); “dividend” — 248(1); “exempt policy” — 12.2(11), 
148(9.1); “former spouse” — 252(3), (4)(a); “gross revenue”, ee 
come-averaging annuity contract”, “individual” — 248(1); “i 

surer” — 148(10)(a), 248(1); “interest” (in relation to a saa 
loan) — 148(9); “life annuity contract” — Reg. 301; “life insurance 
policy” — 138(12), 248(1); “life insurer” — 148(10)(a), 248(1); 
“marriage” — 252(4)(b); “non-resident” — 248(1); “paid-up addi- 
tion” — 12.2(10); “person” — 248(1); “person whose life was in- 
sured” — 148(10)(b); “policy loan”, “premium” — 148(9); “pre- 
scribed” — 248(1); “proceeds of the disposition” (of an interest in a 
life insurance policy) — 148(9); “property”, “registered pension 
plan” — 248(1); “registered retirement savings plan” — 146(1), 
248(1); “resident in Canada” — 250; “segregated fund” 
138.1(1); “segregated fund policy” — 138.1(1)(a); “share” — 
248(1); “spouse” — 252(3), (4)(a); “taxable Canadian corpora- 
tion” — 89(1), 248(1); “taxable capital gain” — 38(a), 248(1); “tax- 
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able dividend” — 89(1), 248(1); “taxable income” — 2(2), 248(1); 
“taxable income earned in Canada” — 115(1), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “third anniversary” — 


| 12.2(11), 148(9.1); “value” (of an interest in a life insurance pol- 


icy) — 148(9). 


| Regulations [s. 148]: 300-310. 


Eligible Funeral Arrangements — 


148.1 (1) Definitions — In this section 


“custodian” of an arrangement means 


(a) where a trust is governed by the arrangement, 
a trustee of the trust, and 


(b) in any other case, a qualifying person who re- 
ceives a contribution under the arrangement as a 
deposit for the provision by the person of funeral 
services; 
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Related Provisions: 212(1)(v) — Withholding tax on payment 
by custodian to non-resident person. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


“eligible funeral arrangement” at a particular time 
means an arrangement established and maintained by 
a qualifying person solely for the purpose of funding 
funeral services with respect to one or more individ- 
uals and of which there is one or more custodians 
each of whom was resident in Canada at the time the 
arrangement was established, where 


(a) each contribution made before the particular 
time under the arrangement was made for the 
purpose of funding funeral services to be pro- 
vided by the qualifying person with respect to an 
individual, and 


(b) for each such individual, the total of all. rele- 
vant contributions made before the particular 
time in respect of the individual under alle ar- 
rangement does not exceed $15,000; < — . 


Related Provisions: 149(1)(s.1) — No tax on eligible funeral 
arrangement; 248(1)“eligible funeral arrangement” — Definition 
applies to entire Act. ; 


“funeral services” with respect to an individual 
means property and services that relate directly to fu- 
neral, burial, cremation or cemetery arrangements in 
Canada in consequence of the death of the individual 
or to any combination of such arrangements; _ 
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Related Provisions: 255 — “Canada” includes coastal waters. 


‘qualifying person’? means a person licensed or 
otherwise authorized under the laws of a province to 
ee funeral services for individuals; 


‘relevant contribution” in respect of an individual 
under a particular arrangement means 


- (a) a contribution under the particular arrange- 
ment (other than a contribution made by way of a 
transfer from an eligible funeral arrangement) for 
the purpose of funding funeral services with re- 
spect to the individual, or 


(b) such portion of a contribution to another ar- 
rangement that was an: eligible funeral arrange- 
ment (other than any such contribution made by 
way of a transfer from any eligible funeral ar- 
rangement) as can reasonably be considered to 
have subsequently been used to make a contribu- 
tion under the particular arrangement by way of a 
‘transfer from an eligible funeral arrangement for 
the purpose of funding funeral services with re- 
spect to the individual. 


S. 148.1(2) 


Related Provisions: 148.1(1)“eligible funeral 
ment”(b) — Dollar limits on relevant contributions. 


arrange- 


(2) Exemption for eligible funeral arrange- 
ments — Notwithstanding any other provision of 
this Act, 


(a) no amount that has accrued, is credited or is 
added to an eligible funeral arrangement shall be 
included in computing the income of any person 

» solely because of such accrual, crediting or 
adding; 


(b) subject to paragraph (c) ores Saeiom (3), no 
amount shall be 


(i) included in computing a person’ Ss income 
solely because of the provision by another 
person of funeral services under an eligible 
funeral arrangement, or « 


(ii) included in computing a person’s income 
because of the disposition of an interest under 
an eligible funeral arrangement or an interest 
“in a trust governed by an eligible: funeral ar- 
rangement; and 


(c) subparagraph (b)(@i) shall not affect the conse- 
quences under this Act of the disposition of any: 

right under an eligible funeral arrangement to 

payment for the provision of funeral services. 


Related Provisions: 149(1)(s.1) — No tax on trust governing an 
eligible funeral arrangement; 149(1)(s.2)——- No tax on cemetery 
care trust. 
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(3) Income inclusion on return of funds — 
Where at any particular time in a taxation year a par- 
ticular amount is distributed (otherwise than as pay- 
ment for the provision of funeral services with re- 
spect to an individual) to a taxpayer from an 
arrangement that was, at the time it was established, 
an eligible funeral arrangement and the particular 
amount is paid from the balance in respect of the in- 
dividual under the arrangement, there shall be added 
in computing the taxpayer’s income for the year 
from property the lesser of the particular amount and 
the amount determined by the formula 


A +B = 
where 


A is the balance'in respect of the individual under 
the arrangement immediately before the particu- 
lar time; 


B vis the total of all payments made from the ar- 
rangement before the particular time for the pro- 
vision of funeral services with respect to the indi- 
vidual; and. 


Cis the total of all relevant contributions made 
before that time in respect of the individual under 
the particular arrangement. 


Income Tax Act, Part I 


Related Provisions [Subsec. 148.1(3)]: 12(1)(z.4) — Inclusion 
into income from property; 212(1)(v) — Withholding tax on pay- 
ment to non-resident; 257 — Formula cannot calculate to less than 
zero. 

Regulations [subsec. 148.1(3)]: 201(1)(f) (information return). 


History [s. 148.1]: S. 148.1 added by 1995, c. 21, s. 62, applicable 
to 1993 et seq. 

Definitions [s. 148.1]: “amount” — 248(1); “Canada” — 255; 
“custodian” — 148.1(1); “eligible funeral arrangement” — 
148.1(1),.248(1); “funeral services” — 148.1(1); “individual”, 
“property” — 248(1);. “province” — Interpretation Act 35(1); 
“qualifying person”, “relevant contribution” — 148.1(1); “resident 
in Canada” — 250; “taxation year” — 249; “taxpayer”. — 248(1); 
“trust” — 104(1), 248(1), (3). 


Division H — Exemptions — 
Miscellaneous Exemptions 


149. (1) Miscellaneous exemptions — No tax is 
payable under this Part on the taxable income of a 
person for a period when that person was 


(a) employees of a country other than 
Canada — an officer or servant of the govern- 
ment of a country other than Canada whose du- 
ties require that person to reside in Canada 


(i) if, immediately before assuming those du- 
ties, the person resided outside Canada, 


(11) if that country grants a similar privilege to 
an officer or servant of Canada of the same— 
class, 


(iii) if the person was not, at any time in the 
period, engaged in a business or performing 
the duties of an office or employment in Can- 
ada other than the person’s position with that 
government, and 


(iv) if the person was not during the period a 
Canadian citizen; 
Related Provisions: 149(1)(b) — Family members and servants; 
212(14)(c)(i) — Certificate of exemption; Canada-US. tax treaty, 
Art. XIX — Government service; Art. XXVIII — Diplomatic 
agents and consular officers. 


(b) members of the family and servants of 
employees of a country other than Can- 
ada — a member of the family of a person de- 
scribed in paragraph (a) who resides with that 
person, or a servant employed by a person de- 
scribed in that paragraph, 


(i) if the country of which the person de- 
scribed in paragraph (a) is an officer or ser- 
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vant grants a similar privilege to members of 
the family residing with and servants. em- 
ployed by an officer or servant of Canada of 
the same class, 


(ii) in the case of a member of the family, if 
that: member was not at any time lawfully ad- 
mitted to Canada for permanent residence, or 
at any time in the period engaged in a busi- 
ness or performing the duties of an office or 
employment in Canada, 


(iii) in the case of a servant, if, immediately 
before assuming his or her duties as a servant 
of a person described in paragraph (a), the ser- 
vant resided outside Canada and, since first 
assuming those duties in Canada, has not at 
any time engaged i in a business in Canada or 
been employed in Canada other than by a per- 
son described in that paragraph, and 


(iv) if the member of the family or servant 
was not during the period a Canadian citizen; 


~ (c) municipal authorities — a municipality in 
Canada, or a municipal or public body perform- 
ing a function of government in Canada; 


Related Provisions: 
corporations. 


(d) municipal or provincial corporations — 
a corporation, commission or association not less 
than 90% of the shares or capital of which was 
owned by Her Majesty in right of Canada or a 
province or by a Canadian municipality, or a 
wholly-owned corporation subsidiary to such a 
corporation, commission or association, but this 
paragraph does not apply 


149(1)(d) — Municipal or provincial 


(i) to such a corporation, commission or asso- 
ciation if a person other than Her Majesty in 
right of Canada or a province or a Canadian 
municipality had, during the period, a right 
under a contract, in equity or otherwise either 
immediately or in the future and either abso- 
lutely or contingently, to, or to acquire, shares 
or capital of that corporation, commission or 
association, and 


(ii) to such a wholly-owned subsidiary corpo- 
ration if a person other than Her Majesty in 
right of Canada, or a province or a Canadian 
municipality had, during the period, a right 
under a contract, in equity or otherwise either 
immediately or in the future and either abso- 
lutely or contingently, to, or to acquire, shares 
or capital. of that, wholly-owned subsidiary 
corporation or of the corporation, commission 
or association of which it is a wholly-owned 
subsidiary corporation; 

Related Provisions: 27(2) — Prescribed federal Crown corpora- 

tions are taxable; 181.1(3)(c) — Exemption from Part I.3 tax; 

227(14) — Exemption from tax under other Parts; 227(16) — Mu- 


nicipal or provincial corporation deemed not a private corporation 
for Part IV tax; Reg. 1216 — Exemption from, Part XII tax. 


S. 149(1)(g) 


Selected Cases [para. 149(1)(d)]: Entreprises Chelsea Ltée v. 
MNR, [1970] C.T.C. 598 (Exch) (Wholly owned subsidiary of mu- 
nicipality allowed exemption, from tax on sale profit). 


Interpretation Bulletins: IT-347R2: Crown corporations. 


(e) certain organizations — an agricultural 
organization, a board of trade or a chamber of 
commerce, no part of the income of which was 
payable to, or was otherwise. available for the 
personal benefit of, any proprietor, somes or 
shareholder thereof; 


Related Provisions: 149(2)— Income not to include taxable 
capital gains; 149(12) — Information returns; 181.1(3)(c) — Ex- 
emption: from Part I.3. tax; 227(14) aici from tax under 
other Parts. 


(f) registered charities — a registered charity; 


Related Provisions: 149.1 — Charities; 181.1(3)(c) — Exemp- 
tion from Part 1.3 tax; 227(14) —- Exemption from tax under other 
Parts; Canada-U.S. tax treaty, Art. XXI:1 — Religious, literary, sci- 
entific, educational or charitable organization — exemption from 
tax. 


Pre-RSC History: Para. 149(1)(f) substituted by 1976-77, c. 4, 
subsec. 59(1), applicable to 1977 et seg. Para. 149(1)(f) formerly 
read: 


(f) charitable organizations —a charitable organization, 
whether or not incorporated, all the resources of which were 
devoted to charitable activities carried on by the organization 
itself and)no part of the income of which was payable to, or 
was otherwise available for the personal benefit of, any pro- 
prietor, member or shareholder thereof; 


Selected Cases [para. 149(1)(f)]: Hutterian Brethren et al. v. 
The Queen, [1980] C.T.C. 1 (FCA) (Charitable organization exemp- 
tion not applicable to taxpayer conducting business). 


(g) [Repealed under former Act] 


Pre-RSC History: Para. 149(1)(g) repealed by 1976-77, c. 4, 
subsec. 59(1), applicable t to 1977 et seq. (See para. aD: ) Para. 
149(1)(g) formerly read: ' 


(g) non-profit corporation — a corporation that was consti- 
tuted’exclusively for'charitable purposes, no part of whose in- 
come was payable to, or was’ otherwise available for the per- 
sonal benefit of, any proprietor, member or shareholder 
thereof, that has not, since June 1, 1950, acquired control of 
any other corporation and that, during the period, 


(i) did not carry-on any business, 


(ii) had no debts incurred since June 1, 1950, other than 
obligations arising in respect of salaries, rents and other 
current operating expenses, and 


(iii) except in the case of a corporation that was, before 
1940, constituted exclusively for charitable purposes, ex- 
pended amounts each of which is 


(A) an expenditure in respect of charitable activities 
carried on by the corporation itself, or 
(B) a gift to any donee described in paragraph 
110(1)(a) or (b), and: 
the aggregate of which is not less than 90% of the corpo- 
ration’s income for the period; 
Cls. 149(1)(g)Gii)(A), (B) substituted for cls. 149(1) (g)(iii) (A)-(D) 
by 1974-75-76, c. 26, subsec. 103(1), einen to 1974 et seq. Cls. 
149(1)(hb)G@ii)(A)+{(D) formerly read: 
(A) an expenditure in respect of charitable activities carried 
on by the corporation itself, 


(B) a gift to an organization in Canada the income of which 
for the period is exempt from tax under this Part by virtue of 
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paragraph (f), ble to, or was otherwise available for the personal 
(C) a gift to a corporation resident in Canada the income of benefit of, any proprietor, member or shareholder 
which for the period is exempt from tax under this Part by thereof, that has not acquired control of any other 
virtue of this paragraph, or corporation and that, during the period, 


(D) a gift to Her Majesty in right of Canada or a province or 


i) did not carry on any business, and 
to'a Canadian municipality, and (t) y 


(ii) expended amounts in Canada each of 


‘ ge Aa under former see . wiih a3 
re- istory: Para. 149(1)(h) repealed by 1976-77, c. 4, : ee ew AE 
subsec. 59(1), applicable to 1977 et seg. (See para. 149(1)(1).) Para, (A) an expenditure on scientific research 
149(1)(h) formerly read: and experimental development (within the 
(h) charitable trusts — a trust all the property of which is meaning that would be assigned by para- 
held absolutely in trust exclusively for charitable purposes, graph 37(8)(a) if subsection 37(8) were 
that has not, since June 1, 1950, acquired control of any cor- read without reference to paragraph 
poration and that, during the period, 37(8)(d)) directly undertaken by or on be- 
(1) did not carry on any business, half of the corporation, or 
(ii) had no debts incurred since June 1, 1950, other than (B) a payment to an association, univer- 
obligations arising in respect of salaries, rents and other sity, college or research institute or other 
GUITERD OPCrMIg PAPEASES/\ abe | similar institution, described in clause 
(iii) expended amounts each of which is 37(1)(a)(ii)(A) or (B) to be used for scien- 
(A) an expenditure in respect of charitable activities tific research and experimental develop- 
carried on by the trust itself, or ment, and 
CRE NL a GU ast Sh am era the total of which is not less than 90% of the 
ap Te cade cd sino amount, if. any, by which the corporation’s 
the aggregate of which is not less than 90% of the income gross revenue for the period exceeds the total 
oh HPS fOr, BS NeRIOG) ni of all amounts paid in the period by the corpo- 
by 1974-75-76, c. 26, subsec. 103(2), applicable to 1974 et seg. Cls. ay a s , 
149(1)(h)(iii)(A)(C) formerly read: Related Provisions: 37(1)(a)Gi)(C), 37(1)(a)(i1i) — Deduction 


for R&D payments to corporation described in 149(1)q); 149(2) — 


(A) an expenditure in respect of charitable activities: carried Income not to include taxable capital gains; 149(7) — Prescribed 


on by the trust itself, form to be filed; 149(8), (9) — Interpretation rules; 149(9) — 
(B) a gift to an organization in Canada the income of which Rules; 181.1(3)(c)— Exemption from Part 1.3 tax; 227(14) — Ex- 
for the period is exempt from tax under this Part by virtue of emption from tax under other Parts. 

paragraph (f), or History: Cl. 149(1)G)(i)(A) and the closing words of subpara. 
(C) a gift to a corporation resident in Canada the income of 149(1)G)(Gi) amended by 1996, c 21, subsecs. 37(2), (3); cl. 
which for the period is exempt from tax.under this Part by (j)Gi)(A) applicable to taxation-years that end after November.1991, 
virtue of paragraph (g), and closing words applicable to taxation years that begin after June 


1995. Cl. 149(1)G)Gi)(A) and the closing words of subpara. 
149(1)G)(i) formerly read: 


(A) an expenditure on scientific research and experimental 
development (within the meaning that would be assigned by 


(h.1) Association of Universities and 
Colleges of Canada —the Association of 
Universities and Colleges of Canada, incorpo- 


rated by the Act to incorporate Association of subsection 37(7) if that subsection were read without refer- 
Universities and Colleges of Canada, chapter 75 ence to paragraph 37(8)(d)) directly undertaken by or on be- 
of the Statutes of Canada, 1964-65; half of the corporation, or 

Related Provisions: 181.1(3)(c), 227(14) — Exemption.from tax |] +75, pdidathtraon  korimiereicss - 

under other Parts. the total of which is not less than 90% of the corporation’s 
(i) certain housing corporations — a corpo- income for the period; 


ration that was constituted exclusively for the | Pre-RSC History: Cls. 149(1)(j)(ii)(A) and (B) substituted by 
purpose of providing low-cost housing accommo- | 1988, c. 55, subsec. 133(1), applicable after December 15, 1987. 
dation for the aged, no part of the income of | ©: !49())G)GD(A) and (B) formerly read: 
which was payable to, or was otherwise available (A) an expenditure on scientific research and experimental 
for the personal benefit of, any proprietor, mem- development directly undertaken by or on behalf of the cor- 
p) 3 r 

ber or shareholder thereof; poration, or 

Related Provisions: 149(2)— Income not to include taxable 


capital gains; 181.1(3)(c) — Exemption from Part 1.3 tax; 
227(14) — Exemption from tax under other Parts. 


(B) a payment to an association, university, college or re- 
search institution, described in subparagraph 37(1)(a)(ii) or 
(iii) to be used for scientific research and experimental devel- 
opment, and 


(j) non-profit corporations for scientific | Regulations: 2900(1) (definition of SR&ED, except where work 
research and experimental develop- performed pursuant to agreement in writing entered into before Feb- 
ment — a corporation that was constituted ex- | ruary 28, 1995). wee 
clusively for the purpose of carrying on or pro- | Interpretation Bulletins: IT-151R4: Scientific research and ex- 
moting scientific research and experimental | perimental development expenditures: 

development, no part of whose income was paya- | Information Circulars: 86-4R3: Scientific research and experi- 
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mental; development.. 


Application Policies: SR&ED 96- 10: mbar party payments — 
approval process. r 


(k) labour cremnbeaednet — a labour organiza- 

tion or society or a benevolent or fraternal benefit 

society or order; , 
Selected Cases [para. 149(1 \(W)]: Aetra F Hebe tiel Benefit Soci- 
ety Vv. Canada, {1995} 2 C.T.C. 2671 (TCC) (All assets in life insur- 
ance fund were committed to the life insurance business and income 
from them was taxable);’O’Brien v. The Queen, [1985] 1 C.T.C. 
285 (FCTD) (Distributed profits not taxable-in hands of union mem- 
bers when placed i in union’ S strike ae and hewspaper operated by 
unions). ; 


Interpretation Bulletins: IT- 389R; Vacation pay trusts estab- 
lished under collective agreements. 


(1) non-profit organizations — a club, society 
_ or association that, in the opinion of the Minister, 
. Was not a charity within the meaning assigned by 
“subsection 149.1(1) and that was organized and 
operated ‘exclusively for social welfare, civic im- 
‘provement, pleasure or recreation or for any other 
purpose except profit,:no part of the income of 
which was payable to, or was otherwise available 
for the personal benefit of, any proprietor, mem- 
- ber or shareholder thereof unless the. proprietor, 
-emember. or shareholder, was.a club, society or as- 
sociation the primary purpose and. function of 
which was the promotion of amateur athletics in 

_ Canada; 
Related Provisions: 149(2) — Income not to include taxable 
capital gains; 149(3)— Application of subsec. (1); 149(5) — Ex- 
ception re investment income of certain clubs; 149(12) — Informa- 
tion returns; 181.1(3)(c) — 
Exemption from tax under other, Parts; 
248(1) — “registered Canadian amateur athletic association”, 


Pre-RSC History: Para. 149(1)(1) ‘substituted by 1976-77, c. 4, 
subsec. 59(2), applicable to arate et seq. ie eA formerly 
read: 


'' ()‘a lub,’ society ‘or association organizéd and operated ex- 

)selusively for social welfare, ‘civic! improvement, pleasure or 
-recreation or for any other purpose except profit, no. part of 
the income of which was payable to, or was otherwise availa- 
ble for the personal benefit of, any proprietor, member or 
shareholder thereof unless the proprietor, member or share- 

..holder was a.club, society or association the primary purpose 
and function of which was the premopion of amateur athletics 
in Canada; 


Para. 149(1)(1) substituted by 1974-75-76, c. 26, subsec. 103(3), ap- 
plicable to 1972 et seq. 


Selected Cases [para. 149(1)(I)]: LIUNA Local 527 Members’ 
Training Trust Fund v; Canada, [1992]'2.C.T.C..2410 (TCC) (Trust 
fund exempted from tax, on interest. earned from surplus funds); 
Gull Bay Development Corp. v. The Queen, [1984] C.T.C. 159 
(FCTD) (Profits from logging operations. exempt from tax when 
funds used for social and charitable activities on reserve). 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income.from property; IF-409: Winding-up of a non- 
profit organization; IT-496: Non-profit organizations. 


1.T. Technical News: No. 4 (condominium corporations). 
Advance Tax Rulings: ATR-29: Amalgamation of social clubs. 
‘<(m) mutual -insurance:.corporations — a 
mutual: insurance corporation that received its 


S. 149(1)(0.1)(D(B) 


premiums wholly from the insurance of churches, 
schools or other charitable organizations; 


Related Provisions: 181.1(3)(c)-— Exemption from Part I.3 tax; 
223, (14) — Exemption from tax under other Parts. . 


(n) housing companies — a limited-dividend 
housing company (within the meaning of that ex- 
pression as defined in section 2 of the National 
Housing Act), all or substantially all of the busi- 
ness of which is the construction, holding or 
management of low-rental housing. projects; 
Related Provisions: 149.1(1) — Definitions — “non-qualified 


investment”; )181.1(3)(c)— Exemption from. Part I,.3 — tax; 
227(14) — Exemption from tax under other Parts. 


Limited-dividend housing company: National Housing Act, 
R.S.C. 1985, c. N-11, s. 2 provides: 


“Jimited-dividend housing company” means a company in-. 
corporated to construct, hold and manage a low-rental hous- 
ing project, the dividends payable by which are limited by the 
terms of its charter or instrument of oe to five per 
cent per annum or less; 


- Pre-RSC History: Para. 149(1)(n) substituted by 1979, c. 5, s. SI, 


applicable to taxation years commencing after 1978. Para. 149(1)(n) 

formerly read: Eig 
(n) a limited dividend housing company within the meaning 
of that expression as defined by the National Housing Act; 

Para. 149(1)(n) substituted by 1976-77, c. 4, subsec. 59(3), applica- 

ble to 1976 et seq., to substitute “company” for “corporation”. 
(0) pension trusts —a trust governed by a 
registered pension plan; 

Related Provisions: 138.1(7) — Where policyholder deemed to 

be trust, etc.; 205 — Application of Part XI. to pension trust; 


210.1(c) — Pension trust not subject to Part XII.2 tax; Canada-U.S. 
tax treaty, Art. XXI:2 — Exemption from tax. , 


Pre-RSC History: Para. 149(1)(0) amended by 1990, c. 35, s. 29, 
to substitute “plan” for-“‘fund or' plan”, applicable after. 1985. 


Para. 149(1)(0) substituted by 1979, c. 5, s. 51, applicable to taxa- 
tion years commencing after 1978. Para. 149(1)(0) formerly read: 


(o) pension trust or corporation — a trust or corporation es- 
tablished or incorporated solely in connection with, or for the 
administration of, a registered pension fund or plan; 

(0.1) pension corporations — a corporation 
incorporated and operated throughout the period 
solely for the administration of a registered pen- 
sion plan and accepted by the Minister as a fund- 
ing medium for the purposes of the registration of 
a pension plan; 
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who are provided with 
eee 


Related Provisions: 149(1)(g.1)— No tax on RCA trust; 
181.1(3)(c) — Exemption from Part I.3 tax; 205 — Application of 
Part XI to pension corporation; .227(14)-— Exemption from tax 
under other Parts; Canada-U.S. tax treaty, Art. XXI:2— Exemption 
from tax. 


Pre-RSC History: Para. 149(1)(0.1) amended by 1990, c. 35, s. 
29, to substitute “plan” for “fund or plan” (twice), applicable after 
1985. 


(0.2) idem — a corporation 


(i) incorporated before November 17, 1978 
solely in connection with, or for the adminis- 
tration of, a registered pension plan, 


(ii) that has at all times since the later of No- 
vember 16, 1978 and the date on which it was 
incorporated 


(A) limited its activities to acquiring, hold- 
ing, maintaining, improving, leasing or 
managing capital property that is real prop- 
erty or an interest therein owned by the 

corporation, another corporation described 
by this subparagraph and subparagraph 
(iv) or a registered pension plan, 


(B) made no investments other than in real 
property or an-interest therein or invest- 
ments that a pension plan is permitted to 
make under the Pension Benefits Stan- 
dards Act, 1985 or a similar law of a prov- 
ince, and 


(C) borrowed money solely for the purpose 
of earning income from real property or an 
interest therein, 


(ii.1) that throughout the period 
(A) limited its activities to 


(II) holding, exploring, developing, 
maintaining, improving, managing, op- 
erating or disposing of its Canadian re- 
source properties, 


(B) made no investments other than in 
(I) Canadian resource properties, 


(II) property to be used in connection 
with Canadian resource properties de- 
scribed in clause (A), 


(III) loans secured by Canadian re- 
source properties for the purpose of 
carrying out any activity described in 
clause (A) with respect to Canadian re- 
source properties, or 


(IV) investments that a pension fund or 
plan is permitted to make under the 
Pension Benefits Standards Act, 1985 
or a similar law of a province, and 


(C) borrowed money solely for the purpose 
of earning income from Canadian resource 
properties, or 
(iii) that made no investments other than in- 
vestments that a pension fund or plan was per- 
mitted to make under the Pension Benefits 
Standards Act, 1985 or a similar law of a 
province, and 
(A) the assets of which were at least 98% 
cash and investments, 
(B) that had not issued debt obligations or 
accepted deposits, and 
(C) that had derived at least 98% of its in- 
come for the period that is a taxation year 
of the corporation from, or from the dispo- 
sition of, investments 


if, at all times since the later of November 16, 
1978 and the date on which it was incorporated, 


(iv) all of the shares, and rights to acquire 
shares, of the capital stock of the corporation 
are owned by 


(A) one or more registered pension plans, 


(B) one or more trusts all the beneficiaries 
of which are registered pension plans, 


(C) one or more related segregated fund 
trusts (within the meaning assigned by par- 
agraph 138.1(1)(a)) all the beneficiaries of 
which are registered pension plans, or 


(D) one or more prescribed persons, or 
(v) in the case of a corporation without share 


capital, all the property of the corporation has 


been held exclusively for the benefit of one or 
more registered pension plans, 


(I) acquiring Canadian resource proper- and for the purposes of subparagraph (iv), where 
ties by purchase or by incurring Cana- a corporation has been formed as a result of the 
dian exploration expense or Canadian merger of two or more other corporations, it shall 
development expense, or be deemed to be the same corporation as, and a 
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continuation of, each such other corporation and 
the shares of the merged corporations’ shall be 
deemed to have been altered, in form only, by 
virtue of the merger and to have continued in ex- 
istence.in.the form of shares of.the corporation 
formed as.a result of the merger, . 
Related Provisions: 181. 1(3)(c) —~ Exemption from Part I. 3 fax: 
205 — Application of Part XI; 206(2.1) — Exemption, from Part XI 
tax when proportional holdings election made; 212(14)(c)(i) — Cer- 
tificate of exemption; 227(14) — Exemption from tax under other 
Parts; 248(4),— Interest in real property; 259(5)“qualified corpora- 
tion” — proportional holdings in trust property. 
Pre-RSC History: Para. 149(1)(0.2) amended by 1990, C-.G50,6 
29, to substitute “registered pension plan” for “pension fund or 


plan” (or “plans” for ‘funds.or plans”) (in six. places), applicable 
after 1985. 


Cl. 149(1)(0.2)(ii)(B), subcl. (ii. 1)(B)CV), subpara. (iii) amended 


by 1986, c. 40, s. 41, to substitute “Pension Benefits Standards Act, 
1985” for “Pension Benefits Standards Act”, applicable bnigehe 4 
1987. 


Cl. 149(1)(0.2)(iv)(D) added by 1984, c. 1, subsec. ss applicable 
to taxation years commencing after 1978. 


Subparas. 149(1)(0.2)(ii-1) added, (iv) substituted’ by 1980-81-82- 
83, c. 140; subsecs. 103(1), (2), applicable*to taxation years com- 
mencing ‘after 1978. 


Paras. 149(1)(0.1), (0.2) added by 1979, c. 5,°s. 51, spplicabie to 
taxation years commencing after 1978. 
Regulations: 4802 (prescribed persons). 
1.T. Technical News: No. ‘1 (permissible activities of pension 
fund. realty one 
(0.3) prescribed small business 
investment corporations — a corporation 
~ that is prescribed to be a small business invest- 
ment corporation; . 
Related Provisions: 181.1(3)(c) — Exemption from Part E3 tax; 
227(14) — Exemption from tax’ under other Parts. 


Pre-RSC History: Para. 149(1)(0.3) added by 1985, c. 6, subsec. 
84(1), applicable with respect to periods occurring ‘after October 31, 
1985. 


Regulations:'5101. 
(0.4) master trusts — a trust that is eee 


to be a master trust and that elects to be such a | 


trust under this paragraph in its return of income 

for its first taxation year ending in the period; 
Related Provisions: 127.55(f)(iii) — Trust not subject to mini- 
mum tax; 205 — Application of Part XI; 206(2.1) — Exemption 
from Part XI tax when proportional holdings election made; 
210.1(c) — Trust not: subject to Part XII.2 tax; 259(1) — Election 
for proportional holdings in trust PPOpeny: eae — Qualified 
trusts. 


Pre-RSC History: Para. 149(1)(0.4) added by 1987, c. 46, subsec. 
50(1), applicable to 1987 et seq. 


Regulations: 5001. (master. trust). 
(p) trusts under profit sharing olan —a 


trust under an employees profit sharing plan to 
the extent provided by section 144; 


Related Provisions: 144(2)— No tax while trust governed by 


plan; 210.1(c)+ Trust| not subject’ to Part). XII.2' tax; 
212(14)(c)(i) — Certificate of exemption. : 
(q) trusts under a registered 


supplementary. unemployment. benefit 


S..149(1)(6) 


plan — a trust, under. a registered supplementary 

fanemploymebe benefit plan to the e extent provided 
by section 145; f i 
Related Provisions: 145()—No ‘tax. sublt trust sevmed by 


plan; 210.1(c) — Trust not subject..to Part XII.2 tax; 
212(14)(c)(i) — Certificate of exemption. 


(q.1) RCA trusts — an RCA ‘trust (within the 
/omeaning assigned by:subsection 207.5(1)); 
Related Provisions: 149(1)(0.1)G)(B) — No tax on corporation 
administering RCA trust; 207.7(1) — Part XI.3 taxcon RCA trust; 
210.4(c) — RCA ‘trust not subject to, Part XII.2. tax, 


Pre-RSC History: Para. 149(1)(q.1) added by 1987, ¢. 46, subsec. 
50(2), applicable after October 8, 1986. 


(r).. trusts under registered ‘retirement 

savings plan — a trust under a registered. re- 

tirement savings plan. to the extent provided by 

,, Section 146; 

Related Provisions: 138.1(7)— Where polieytiondee deemed to 
be trust; etc.;'146(4) —'No tax while trust governed by plan; 
146(10) — Tax on beneficiary’ when RRSP acquires non-qualified 
investment; 146(10.1) — Tax on income from non-qualified invest- 
ments; -207.1(1) —Tax on holding non-qualified investment; 
210.1(c) —RRSP not subject to Part. XII.2 tax; 212(14)(c)G@) = 
Certificate of exemption. 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 72-22R9: i SiON retirement savings 
plans. 


(s) trusts under deferred tie” sharing 

plan — a. trust, under a deferred, profit. sharing 

plan to the extent provided. by section. 147; 
Related Provisions: 147(7) — No tax while trust governed by 
plan; 198 — Tax on acquisition of non-qualified investment or use 
of assets as security; 207.1(2) — Tax on holding non-qualified in- 
vestment; 210.1(c) —DPSP not subject to Part XII.2 tax; 
212(14)(c)(i) — Certificate of exemption. 


(s.1) trust governed by eligible funeral ar- 
rangement — a trust governed by an eligible 
funeral arrangement; 


Related Provisions: 148.1(2) —.No tax.on,income accruing in 
funeral arrangement or on provision of funeral or cemetary services, 


History: Para. 149(1)(s.1):added by 1995, c. 21, s.63, applicable to 
1993 et seq. 


-(t) farmers’ and fishermen’s insurer — an 
insurer that, throughout the period, is not engaged 
in any business other than insurance if, in the 
opinion of the Minister, on the advice of the Su- 
perintendent of Financial Institutions or of the su- 
perintendent of insurance of the province under 
the laws of which the insurer is incorporated, not 
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less than 20% of the total of the gross premium 
income (net of reinsurance ceded) earned in the 
period by the insurer and, where the insurer is not 
a prescribed insurer, by all other insurers that 


(i) are specified shareholders of the insurer, 
(ii) are related to the insurer, or 


(iii) where the insurer is a mutual corporation, 
are part of a group that controls, directly or 
indirectly in any manner whatever, or are con- 
trolled, directly or indirectly in any manner 
whatever by, the insurer, 


is in respect of insurance of property used in 
farming or fishing or residences of farmers or 
fishermen; 


Related Provisions: 138 — Insurance corporations; 149(4.1) — 
Extent of exemption; 149(4.2)— Application of subsection (1); 
149(4.3) — Computation of taxable income of. insurer: 
181.1(3)(c) — Exemption from Part I.3 tax; 212(14)(c)(i) — Certif- 
icate of exemption; 227(14) — Exemption from tax under. other 
Parts; 256(5.1) — Controlled directly or indirectly. 


History: Para. 149(1)(t) amended by 1997, c. 25, subsec. 47(1), ap- 
plicable to 1996 et seq. Para. (t) formerly read: 


(t) an insurer who, during the period, was not engaged in any 
business other than insurance if, in the opinion of the Minis- 
ter, on the advice of the Superintendent of Financial Institu- 
tions or of the superintendent of insurance of the province 
under the laws of which the insurer is incorporated, not less 
than 25% of the total of the gross premium income (net of 
reinsurance ceded) earned in the period by the insurer and, 
where the insurer is not a prescribed insurer, of all other in- 
surers that 


(i) were specified shareholders of the insurer, 
(ii) were related to the insurer, or 


(iii) where the insurer is a mutual corporation, were part 
of a group that controlled, directly or indirectly in any 
manner whatever, or were controlléd, directly or indi- 
rectly in any manner whatever, by the insurer, 


was in respect of the insurance of farm property, property 
used in fishing or residences of farmers or fishermen; 


Para. 149(1)(t) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 122(1), applicable to 1989 et seq. Para. (t) formerly read: 


(t) an insurer, who was engaged during the period in no busi- 
ness other than insurance, if, in the opinion of the Minister, 
on the advice of the Superintendent of Financial Institutions 
or of the superintendent of insurance of the province under 
the laws of which the insurer is incorporated not less than 
_25% of the gross premium income (net of reinsurance ceded) . 
of the insurer and all other insurers that were specified share- 
holders of the insurer or were related to the insurer or, where 
the insurer is a mutual corporation, all other insurers that 
were part of a group that controlled or were controlled by the 
insurer for the period was in respect of the insurance of farm 
property, property used in fishing or residences of farmers or 
fishermen; 


Pre-RSC History: Para. 149(1)(t) substituted by 1988, c. 55, sub- 
sec. 133(2), applicable to 1989 et seg. Para. (t) formerly read: 


(t) an insurer, who was engaged during the period in no busi- 
ness other than insurance, if, in the opinion of the Minister on 
the advice of the Superintendent of Financial Institutions, 
50% of its gross premium income for the period was in re- 
spect of the insurance of farm property, property used in fish- 
ing or residences of farmers or fishermen; 
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Para. 149(1)(t) amended by 1987, c. 23, s. 39, to substitute “Super- 
intendent of Financial Institutions” for “Superintendent of Insur- 
ance”, in force July 2, 1987. 


Regulations: 4802(2) (prescribed insurers). 


(u) registered education savings plans — a 
trust governed by a registered education savings 
plan to the extent provided by section 146.1; 


Related Provisions: 146.1(5)—Trust not 
212(14)(c)(i) — Certificate of exemption. 


(v) amateur athlete trust — an amateur ath- 
lete trust; 
Related Provisions: 143.1 — Rules for amateur athletic trusts; 


210.1(c) — Amateur athlete trust not subject to Part XII.2 tax; 
210.2(1.1) — Tax payable by amateur athlete trust. 


History: Para. 149(1)(v) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 88(1), applicable to 1988 er seg. 


Pre-RSC History: Para. 149(1)(v) repealed by 1986, c. 6, subsec. 
84(2), applicable to 1986 et seg. Para. 149(1)(v) formerly read: 


(v) registered. home ownership savings plan — a trust 
governed by a registered home ownership savings plan to the 
extent provided by section 146.2; 


Paras. 149(1)(u), (v) added by 1974-75-76, c. 26, subsec. 103(4), 
applicable, as to para. 149(1)(u), to 1972 et seq., and, as to para. 
149(1)(v), to 1974 et seq. 


(w) trusts to provide compensation — a 
trust established as required under a law of Can- 
ada or of a province in order to provide funds out 
of which to compensate persons for claims 
against an owner of a business identified in the 
relevant law where that owner is unwilling or un- 
able to compensate a customer or client, if no part 
of the property of the trust, after. payment of its 
proper trust expenses, is available to any person 
other than as a consequence of that person being 
a customer or client of a business so identified; 


Related Provisions: 210.1(c) — Trust not subject to Part XII.2 
tax; 212(14)(c)(a) — Certificate of exemption. 


Pre-RSC History: Para. 149(1)(w) added by 1976-77, c. 4, sub- 
sec. 59(4), applicable. to 1975 et seq. 


(x) registered retirement income funds — 
a trust governed by’ a registered retirement in- 
come fund to the extent provided by section 
146.3; 
Related Provisions: 146.3(3) — No tax while trust governed by 
fund; 146.3(7)-— Tax on beneficiary when RRIF acquires non- 
qualified investment; 146.3(9) — Tax on income from non-quali- 
fied investments; 207.1(4) — Tax on holding non-qualified. invest- 
ments; 210.1(c)—-RRIF not subject to Part XII.2. tax; 
212(14)(c)G) — Certificate of exemption. 


Pre-RSC History: Para. 149(1)(x) added by 1977-78, c. 32, s. 37. 


(y) trusts to provide vacation pay — a trust 
established pursuant to the terms of a collective 
agreement between an employer or an association 
of employers and employees or their labour or- 
ganization for the sole purpose of providing for 
the payment of vacation or holiday pay, if no part 
of the property of the trust, after payment of its 
reasonable expenses, is 


(i) available at any time after 1980, or 


taxable; 
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(ii) paid after December 11, 1979. 


to any’ person (other than a person described in 
paragraph (k)) otherwise than as a’ consequence 
of that person being an employee or an heir or 
legal representative thereof; or 

Related Provisions: 16(2) — Obligation issued at discount; 


210.1(c) — Trust not subject to Part bie 2 tax; idee eG — Cer- 
tificate of exemption. 


Pre-RSC History: Para. 149(1)(y) added by 1980-8 1-82-83, c..48, 
s. 84, applicable to 1972 et seq. 


(z) mining reclamation trust — a Sa ee rec- 
lamation trust. 


Related Provisions: 12(1)(z. LO TUR: 3(1) — Tax on beneficiary; 
211.6 — Part XII.4 tax on trust. 


History: Para. 149(1)(z) added by 1995, c. 3, s. 45, eh ha to 
1994 et seq. 


Interpretation Bulletins [subsec. 149(1)}: IT-465R: Non-tesi- 
dent beneficiaries of trusts. 


(2) Determination of income — For the purposes 
of paragraphs (1)(e), (i), (j) and (1), in computing the 
part, if any, of any income that was payable to or 
otherwise available for the personal benefit of any 
person or the total of any amounts that is not less 
than a percentage specified in any of those 
paragraphs of any income for a period, the amount of 
such income shall be deemed to be the amount 
thereof determined on the assumption that the 
amount of any taxable capital gain or allowable capi- 
tal loss is nil. 

History: Subsec. 149(2) amended by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 88(2), applicable to’.1992:et seg. Subsec. (2) aaa 
read: 


(2) Income not to include taxable capital gains => For’ the 
purposes of paragraphs (1)(e), (i), G) and:(1), in computing the 
part, if any, of any income that was payable to or otherwise 
available for the personal benefit of any person or the total of 
any amounts that is not less than a percentage specified in any 
of those paragraphs of any income for a period, the amount of 
that income shall be deemed to:be the amount thereof other- 
wise determined less the amount of any taxable capital al 
included therein. 
Pre-RSC. History: Subsec. 149(2) substituted by 1976-77, c. 4, 
subsec. 59(5), applicable to 1977 et seg. Subsec. 149(2) formerly 
read: 
(2) For the purposes of paragraphs \(1)(e) to, (j) and paragraph 
(1)(1), in computing the part, if any, of any income that was 
payable to or otherwise available for the personal benefit of 
any. person or the aggregate of any amounts that is not less 
than a percentage specified in any of those paragraphs of any 
income for a period, the amount of such income shall be 
deemed to. be the amount thereof otherwise determined less 
the amount of any taxable capital. gains included therein. 
Interpretation Bulletins: IT-409: Winding-up of a non-profit 
organization. 


(3) Application of aibiaac’ (1) — Subsection (1) 
doesnot apply in respect of the taxable income of a 
benevolent or fraternal society or order from carry- 
ing on a life insurance business or, for greater cer- 
tainty, from the sale of property: used by it in the year 
in, or held by it in the year in the course of, carrying 
ona life insurance business. 


S..149(4.1) 


Related Provisions: .16(2)— Obligation issued at, discount; 
149(4) — Computation of taxable income; 212(14)(c)(i) ; _- Certifi- 
cate of exemption. 


Pre-RSC History: Subsec. 149(3) Eapsticuied by 1988, c.. 55, 
subsec. 133(3), applicable to taxation years commencing after June 
17, 1987 that end after 1987. Subsec. 149(3) formerly read: 


(3) Subsec. (1). not applicable — Subsection (1) does not 
apply in respect of the taxable income of a benevolent or fra- 
ternal benefit society or order from carrying on a life insur- 
ance business. 


Selected Cases [subsec. 149(3)]: Actra Fraternal Benefit Soci- 
ety v. Canada, [1995] 2 C.T.C. 2671 (TCC) (All assets in life insur- 
ance fund were committed to the life insurance business and income 
from them was taxable). 


(4) Idem — For the purposes of subsection (3), the 
taxable income of a benevolent or fraternal benefit 
society or order from carrying on a life insurance 
business shall be computed on the assumption that it 
had no income’or loss from any other sources. 


(4.1) Income exempt under 149(1)(t)— Subject 
to subsection (4.2), subsection (1) applies'to an in- 
surer described in paragraph (1)(t) only in respect of 
the part of its taxable income for a taxation year de- 
termined by the formula 


(A x B x C) 
Discs 
where 
A is its taxable income for the year; 
B is 


(a) 4, where less than 25% of the total of the 
gross premium income (net of reinsurance 
ceded) earned in the year by it and, where it is 
not a prescribed insurer for the purpose of par- 
agraph (1)(t), by all other insurers that 


(1) are. specified shareholders. of the 
insurer, 


(ii) are related to the insurer, or 


(iii) where the insurer is a mutual corpora- 
tion, are part of a group that'controls, di- 
rectly or indirectly in any ‘manner 
whatever, or are controlled, directly or in- 
directly in any manner whatever by, the 
insurer, 


is in respect of insurance of property used in 
farming or fishing or resisi@nces af farmers or 
fishermen; and ) 


(b) 1 in any other case; 


C is the part of the gross premium income (net of 
reinsurance ceded) earned by it in the year that, in 
the opinion of the Minister, on the advice of the 
Superintendent of Financial Institutions or of the 
superintendent of insurance of the province under 

_the laws of which it.is incorporated, is in respect 
of insurance of property used in farming or fish- 
ing or residences of farmers or fishermen; and 


D is the gross premium income (net of reinsurance 
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ceded) earned by it in the year. 


Related Provisions: 149(4.2) — Application of subsection (1): 
computation of taxable income of insurer. 


History: Subsec. 149(4.1) amended by 1997, c. 25, subsec. 47(2), 
applicable to 1996 et seg. Subsec. (4.1) formerly read: 


(4.1) Idem — Subject to subsection (4.2), subsection (1) ap- 
plies in respect of an insurer described in paragraph (1)(t) 
only in respect of that proportion of the insurer’ s taxable in- 
come for a taxation year that 


(a) the part of the gross premium income (net of reinsur- 
ance ceded) earned in the year by the insurer that, in the 
opinion of the Minister, on the advice of the Superinten- 
dent of Financial Institutions or of the superintendent of 
insurance of the province under the laws of which the in- 
surer is incorporated, was in respect of insurance of farm 
property, property used in fishing or residences of farm- 
ers or fishermen 

is of or areeeree 

(b) the gross premium income (net of reinsurance ceded) 

earned in the year by the insurer. 

Subsec. 149(4.1) substituted by 1994, c..7? Sch. II (1991, c. 49), 

subsec. 122(2), applicable to 1989 et. seq. Subsec. (4.1). formerly 

read: : 

» (4.1) Subject to subsection (4.2), subsection (1) shall apply in 
respect of an insurer described in paragraph (1)(t) only in re- 
spect of that proportion of the insurer’s taxable income for a 
taxation year that 

(a) the insurer’s gross premium income (net of reinsur- 
ance ceded) for the year that in the opinion of the Minis- 
ter, on the advice of the Superintendent of Financial In- 
stitutions or of the superintendent of insurance of the 
province under the laws of which the insurer is incorpo- 
rated, was in respect of the insurance of farm property, 
property used in fishing or residences of farmers or 
fishermen” 
is of 

(b) its. gross premium income (net of. reinsurance ceded) 
for the year 


and, in computing the taxable income of the insurer for the 
taxation year, the insurer shall be deemed to have claimed or 
deducted in each of the taxation years preceding the year the 
greater of such amount as it claimed or deducted or such 
amount as it may have been entitled to claim or deduct under 
paragraphs 20(1)(a); 20(7)(c) and 138(3)(a) and section 140 
to the extent that that amount does not exceed:its taxable in- 
come otherwise determined for the preceding taxation year. 


Pre-RSC History: Subsec. 149(4.1) added by 1988, c. 55, subsec. 
133(4), applicable to 1989 et seq. 


(4.2) Idem — Subsection (4.1) does not apply to an 
insurer described in paragraph (1)(t) in respect of the 
taxable income of the insurer for a taxation year 
where more than 90% of the total of the gross pre- 
mium income (net of reinsurance ceded) earned in 
the year by the insurer and, where the insurer is not a 
prescribed insurer, all other insurers that 


(a) are specified shareholders of the insurer, 
(b) are related to the insurer, or 


(c) where the insurer is a mutual corporation, are 
part of a group that controls, directly or indirectly 
in any manner whatever, or are controlled, di- 
rectly or indirectly in any manner ey IRAE VET, by 
the insurer, 
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is in respect of insurance of property used in farming 
or fishing or residences of farmers or fishermen. 
Related Provisions: 256(5.1) — Controlled directly or indirectly. 
History: The closing words of subsec. 149(4.2) amended by 1997, 
c. 25, subsec. 47(3), Se to 1996 et.seq. The closing words 
formerly read: 


is in respect of insurance of farm property, property used in 
fishing or residences of farmers or fishermen. 


Subsec. 149(4.2) ‘substituted by 1994, c. 7; Sch! Il (1991, ¢. 49), 
subsec. 122(2), applicable to 1989 et seg. Subsec. (4:2) formerly 
read: 


(4.2) Subsection (4.1) shall not apply in respect of an insurer 
described in paragraph (1)(t) in respect of the taxable income 
of the insurer for a taxation year where more than 90% of the 
gross premium income (net of reinsurance ceded) of the in- 
surer and all other insurers that were specified shareholders of 
the insurer or were related to the insurer or, where the insurer 
is a mutual corporation, all other insurers that were part of a 
group that controlled or were controlled by the insurer for the 
year was in respect of the insurance of farm property, prop- 
erty used in fishing or residences of farmers Or ‘fishermen. 
Pre-RSC History: Subsec. 149(4.2) added by 1988, c. 55, subsec: 
133(4), applicable to 1989 er seq. 


(4.3) Computation of taxable income of in- 
surer — For the purposes of this Part, in computing 
the taxable income of an insurer for a particular taxa- 
tion year, the insurer shall be deemed to have de- 
ducted under paragraphs 20(1)(a), 20(7)(c) and 
138(3)(a) and. section 140 in each taxation year pre- 
ceding the particular year and in respect of which 
paragraph (1)(t) applied to the insurer, the greater of 


(a) the amount it claimed or deducted under those 
provisions for that preceding year, and 


(b) the greatest amount that could have been 
claimed or deducted under those provisions to the 
extent that the total thereof does not exceed the 
amount that would be its taxable income for that 
preceding year if no amount had been claimed or 
deducted under those provisions. 
History: Subsec. 149(4.3) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 122(2), applicable to 1989 et seq., except that in its ap- 


plication to the 1989 and 1990 taxation years thé subsec. shall be 

read as follows: 
(4.3) In computing the taxable income of an insurer described 
in paragraph (1)(t) for a taxation year in respect of which sub- 
section (1) applies to the insurer, the insurer shall be deemed 
to have claimed or deducted in each of its taxation years pre- 
ceding the year the greater of such amount as it claimed or 
deducted and such amount as it was entitled to claim or de- 
duct under paragraphs 20(1)(a), 20(7)(c) and 138(3)(a) and 
section 140 to the extent that that amount does not exceed its 
taxable income otherwise determined for the preceding taxa- 
tion year. 


(5) Exception re investment income of 
certain clubs — Notwithstanding subsections (1) 
and (2), where a club, society or association was for 
any period, a club, society or association described 
in paragraph (1)(1) the main purpose of which was to 
provide dining, recreational or sporting facilities for 
its members (in this subsection referred to as the 
“club’’), an inter vivos trust shall be deemed to have 
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been created on the later of the commencement ‘of 
the period and the end of 1971 and to have continued 
in existence throughout the period, and, throughout 
that period, the following rules apply: 


(a) the property of the club shall be deemed to be 
the property of the trust; 


(b) where the club is a corporation, the corpora- 
tion shall be deemed to be the trustee von con- 
trol of the trust property; . 


(c) where the club is not a corporation, the of- 
ficers of the club shall be deemed to be the trust- 
ees having control of the trust property; 


(d) tax under this Part is payable by the trust on 
its taxable income for each taxation year; 


(e) the income and taxable income of the trust for 
each taxation year shall be computed on the as- 
sumption that it had no incomes or losses other 
than 


(i) incomes and losses fe property, and 


(ii) taxable capital gains and allowable capital 
losses from dispositions of property, other 
than property used exclusively for and directly 
in the course of providing the dining, recrea- 
tional or sporting facilities provided by it for 
its members; 


(f) in computing the taxable income of the trust 
for each taxation year 


(i) there may be deducted, in addition to any 
other deductions permitted by this Part, 
$2,000, and 


(ii) no deduction shall be made under section 
112 or 113; and 


(g) the provisions of subdivision k of Division B 
(except subsections 104(1) and (2)) do not aoe 
in respect of the trust. 
Related Provisions: 16(2) — Obligation issued at discount; 
212(14)(c)(i) — Certificate of exemption. 


Pre-RSC History: Subpara. 149(5)(f)(Gi) amended to substitute 
“under section 112 or 113” for “under section 109, 112 or 113”, by 
1988, c. 55, subsec, 133(5), applicable to 1988 et seq. 


Subpara. 149(5)(f)(ii) substituted, para. 149(5)(h) repealed by 1984, 
c. 1, subsecs. 83(2), (3). As substituted, subpara. 149(5)(f)Gi) appli- 
cable to 1984 ef seg. Subpara. 149(5)(f)(ii) and para. 149(5)(h) for- 
merly read: 


(ii) no deduction shall be made under section 109, 112 or 
113 or paragraph 110(1)(d). 


(h) Part VII does not apply in respect of ibe, abo received 
by the trust. 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income from property; IT-406R2: Tax payable by, an 
inter vivos trust; IT-409: Winding-up of a non-profit organization. 


Advance Tax Rulings: ATR-29: Amalgamation of»social clubs. 


(6) Apportionment rule — Where it is necessary 
for the purpose of this section to ascertain the. taxa- 
ble income of a taxpayer for a period that is a part of 
a taxation year, the taxable income for the period 


S. 149(7) 


shall be deemed to be the proportion of the taxable 
income for the taxation year that the number: of days 
in the period is of the number of days in the taxation 
year. . 


Related Provisions: 124(3) — Crown agents; 149(10) — Corpo- 
ration becoming or céasing to be exempt; 212(14)(c)(i) — Certifi- 
cate of exemption; 249.1(1)(b)(@) — Exempt individuals not Paublect 
to forced calendar year-end. 


Interpretation Bulletins: IT-347R2: Crown corporations; IT- 
409: Winding-up of a non-profit organization. 


(7) [Prescribed form for R&D corporation mol 
Time for filing — A corporation the taxable in- 
come of which for a taxation year is exempt from tax 
under|this Part because of paragraph (1)(j) shall file 
with the Minister a prescribed form containing pre- 
scribed information on or before its filing-due date 
for the year. 


Related Provisions: 149(7.1) — Penalty for late filing. 


History: Subsec. 149(7) added by 1996, c. 21, subsec. 37(4), appli- 
cable to taxation years that end after February 27, 1995, exceptthat 
a form referred to in subsec. 149(7) that is filed with the Minister of 
National Revenue on or before Seprember 18, 1996 is deemed to 
have been filed on a timely basis. 


Forms: T1661: Claim for scientific research and rey same ce de- 
velopment expenditures carried on in Canada. 


Pre-RSC History [former subsec. 149(7)]: Former subsec. 
149(7) repealed by 1976-77, c. 4, subsec. 59(6), applicable to 1977 
et seq. Subsec. 149(7) formerly read: 


(7) For the purpose of paragraph (1)(g) or (h), 


(a) when deemed not to have ‘acquired: control of 
another corporation — a corporation is controlled by 
another corporation or by a trust if more than 50% of its 
issued share capital (having full voting rights under _all 
circumstances) belongs to 


(i) the other corporation or the trust, or 


(ii) the other corporation or the trust and persons 
with whom the other corporation or the trust does not 
deal at arm’s length, 


but a corporation or trust shall be deemed:not to have ac- 
quired:control of a corporation if it has not purchased (or 
otherwise acquired for a consideration).any of the shares 
in the capital stock of that corporation; 


(b) gifts — there shall be included in computing a corpo- 

‘yation’s or trust’s income all gifts received by the corpo- 
ration or trust, including gifts received from a person de- 
scribed in paragraph (1)(g) or (h), other than 


(i) a gift received subject to a trust. or direction that 
the property given, or property substituted therefor, 
is to be held permanently by the corporation or trust 
for the purpose of gaining or producing income 
therefrom, or 


(ii) a gift or portion of a gift in respect of which it is 
established that the donor (other than a person de- 
scribed in paragraph. (1)(g) or (h)) has not been. al- 
lowed a deduction under paragraph 110(1)(a) or a 
gift made by a person (other than a person described 
in paragraph (1)(g) or (h)) who was not taxable under 
section 2 for the taxation “a in which the gift was 
made; and 


(c) subsections 104(6) and (12) are not applicable in de- 
termining a trust’s income. 


Para. 149(7)(b) substituted by 1974-75-76, c. 26, subsec. 103(5), ap- 
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plicable after November 18, 1974. Para. 149(7)(b) formerly read: 


(b) there shall be included in computing a corporation’s or 
trust’s income all gifts received by the corporation or trust, 
other than 


(i) a gift received subject to a trust or direction that the 
property given, or property substituted therefor, is to be 
held permanently by the corporation or trust for the pur- 
pose of gaining or producing income therefrom, or 

(ii) a gift or portion of.a gift in respect of which it is es- 
tablished that the donor has not been allowed a deduction 
under paragraph 110(1)(a) or a gift made by a person 
who was not taxable under section 2 for the taxation’ year 
in which the gift was made; and 


(7.1) Penalty for failure to file on time — 
Where a corporation fails to file the prescribed form 
as required by subsection (7) for a taxation year, it is 
liable to a penalty equal to the amount determined by 
the formula 


AXB 
where 
A is the greater of 
(a) $500, and 
(b) 2% of its taxable income for the year; and 
B is the lesser of 
(a) 12, and 


(b) the number of months in whole or in part 
that are in the period that begins on the day on 
or before which the prescribed form is re- 
quired to be filed and ends on the day it is 
filed. 


History: Subsec. 149(7.1) added by 1996, c 21, subsec. 37(4), ap- 
plicable to taxation years that end after February 27, 1995. 


(8) Interpretation of para. (1)(j) — For the pur- 
pose of paragraph (1)(j),.. 
(a) a corporation is controlled by another corpo- 
ration if more than 50% of its issued share capital 
(having full voting rights under all circum- 
stances) belongs to 


(i) the other corporation, or 


(ii) the other corporation and persons with 
whom the other corporation does not deal at 
arm’s length, _ 


but a corporation shall be deemed not to have ac- 
quired control of a corporation if it has not pur- 
chased (or otherwise acquired for a considera- 
tion) any of the shares in the capital stock of that 
corporation; and 


(b) there shall be included in computing a corpo- 
ration’s income and in determining its gross reve- 
nue the amount of all gifts received by the corpo- 
ration and all amounts contributed to the 
corporation to be used for scientific research and 
experimental development. 

Related Provisions: 212(14)(c)(i) — Certificate of exemption. 


History: Para. 149(8)(b) amended by 1996, c 21, subsec. 37(5), ap- 
plicable to taxation years that begin after June 1995. Para. (b) for: 
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merly read: 


(b) there shall be included in computing a corporation’s in- 
come all gifts received by the corporation and all amounts 
contributed to the corporation to be used for scientific re- 
search and experimental development. 


Regulations: 2900(1) (definition of SR&ED, except where work 
performed pursuant to agreement in writing entered into before Feb- 
ruary 28, 1995; but see also ITA 248(1)*scientific research and ex- 
perimental development”). : 


(9) Rules for determining gross revenue — In 
determining the gross revenue of a corporation for 
the purpose of determining whether it is described by 
paragraph (1)(j) for a taxation year, 


(a) there may be deducted an amount not exceed- 
ing its gross revenue for the year computed with- 
out including or deducting any amount under this 
subsection; and 


(b) there shall be included any ‘amount’ that has 
been deducted under this subsection for the pre- 
ceding taxation year. 


Related Provisions: 212(14)(c)(i) — Certificate of exemption; 
248(1) — Definition of “gross revenue”. 


History: Subsec, 149(9) amended by 1996, c 21, subsec. 37(6), ap- 
plicable to taxation years that begin after June 1995. Subsec. (9) 
formerly read: 


(9) Rules — In computing the income of a corporation for 
the purpose of determining whether it is described by para- 
. graph (1)G) for'a taxation year, 


(a) there may be deducted an amount not exceeding its 
income for the year computed without including or de- 
ducting any amount under this subsection; and 


(b) there shall be included any amount that has been de- 
ducted under this subsection for the immediately preced- 
ing taxation year. 


Pre-RSC History: Para. 149(9)(a) substituted by 1980-81-82-83, 
c. 48, subsec. 84(2), to delete “preceding the taxation year” from the 
expression “for the year preceding the:taxation year”, applicable to 
taxation years commencing after October 28, 1980. 


Subsec. 149(9) substituted by 1976-77, c. 4, subsec. 59(7), applica- 
ble to 1977 et seg. Subsec. 149(9) formerly read: 


(9) In computing the income of a corporation or a trust for the 
purpose of determining whether it is described by paragraph 
(1)(g), (h) or (j) for a taxation year : 


- (a) there may be deducted an amount not exceeding its 
income for the year preceding the taxation year computed 
without including or deducting any amount under this 
subsection, and 


(b) there shall be included any amount that has been de- 
ducted under this subsection for the immediately preced- 
ing taxation year. 


(10) Exempt corporations [becoming or 
ceasing to be exempt] — Where, at any time (in 
this:subsection referred to as “that time”), a corpora- 
tion becomes or ceases to be exempt from tax under 
this Part on its taxable income otherwise than by rea- 
son of paragraph (1)(t), the following rules apply: 


(a) the taxation year of the corporation that would 
otherwise have included that time shall be 
deemed to have ended immediately before that 
time and a new taxation year of the corporation 
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‘shall be deemed to have commenced at that time; 
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-(a.1) for the purpose of computing the corpora- 
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tion’s income for its first taxation year ending af- 
ter that time, the corporation shall be deemed to 
have deducted under sections 20, 138 and 140 in 
computing its income for its taxation year ending 
immediately before that time, the greatest amount 


that could have been claimed or deducted for that 
year as a reserve under those sections; 


(b) the corporation shall be.deemed to have dis- 


posed, immediately before the time that is imme- 
diately before that time, of each property (other 


~ than, where, at that time, the corporation ceases 


to be exempt from tax under this Part on its taxa- 
ble income, a Canadian resource property or a 
foreign resource property) that was owned by it 
immediately before that time for an amount equal 
to its fair market value at that time and to have 
reacquired. the property at that time at a cost 
equal to that fair market value; 


(c) where paragraph (b) applies in respect of de- 


- preciable property of the corporation and the cap- 


ital cost thereof to the corporation immediately 
before the disposition exceeds the fair market 
value thereof at that time, for the purposes of sec- 
tions 13 and 20 and any regulations made under 
paragraph 20(1)(a), 


(i) the ‘capital cost of the property to the cor- 
poration at that time shall be deemed to be the 
amount that was its capital cost thereof imme- 
diately before the disposition, and 


(ii) the excess shall be deemed to have been 
allowed to the corporation in respect of the 
property under regulations made under para- 
graph 20(1)(a) in computing its income for 
taxation years ending before that time; and 


(d) notwithstanding section 111, no amount is de- 
ductible in computing the corporation’s taxable 
income for a taxation year ending after that time 
in respect of a non-capital loss, net capital loss, 
restricted farm loss, farm loss or limited partner- 
ship loss for a taxation year ending before that 
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time to the extent that the loss could have been 
applied to reduce the corporation’s taxable in- 
come for taxation years ending before that time. 


Related Provisions: 13(7)(f) — Capital cost of depreciable prop- 
erty on deemed reacquisition; 16(2), (3)— Obligation issued at dis- 
count; 54“superficial loss”(c), (g) — Superficial loss rule does not 
apply; 87(2.1)(b) — Losses of predecessor corporation; 89(1.2) — 
Capital dividend account of corporation ceasing to be tax-exempt; 
100 — Disposition of an interest in a partnership; 124(3) — Crown 
agents; 149(6) — Apportionment rule; 149(1 1) — Exception — 
grandfathering; 212(14) — Certificate of exemption; 216(1) — AI- 
ternative re rents and timber royalties; 219(2) — Exempt corpora- 
tions; 227(14) — Application of Parts III, TV and VI to certain pub- 
lic corporations. Ee 


History: Para. 149(10)(a.1) added by 1994, ¢. 7, Sch. VIIT-(1993, c. 
24), subsec. 88(3), applicable to 1992 et seq. 


Pre-RSC History: That portion’of subséc. 149(10) preceding para. 
(a) amended to substitute “under this Part on its taxable income oth- 
erwise than by reason of paragraph (1)(t),” for “under this Part on 
its taxable income,” by. 1988, c. 55, subsec. 133(6), applicable to 
1989 et seq. ; 


All that portion of subsec. 149(10) preceding subpara: (¢)(ii) substi- 
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tuted by 1987, c. 46, subsec. 50(3), applicable. where a corporation 


(a) ceases after January 15, 1987 to be exempt from tax under 
Part I of the Act on its taxable income; or 


(b) becomes exempt from tax under Part I of the Act-on its taxa- 
ble income. after June 5, 1987, other than where a corporation 
becomes exempt from tax under Part I on its taxable income 
after that day as a result of the acquisition of shares of the capi- 
tal stock of the corporation or of another corporation pursuant 
to ae 

(i) an agreement entered into on or before that day, or 


(11) a take-over bid made in accordance with the applicable 
securities legislation in Canada and a take-over bid circular 
or similar document to give notice to the public of the take- 
over bid was filed with a public authority or stock exchange 
in Canada on or before that day. 


That portion of subsec. 149(10) formerly read: 


(10) Exempt corporations — Where ‘at any time after No- 
vember 12, 1981: a corporation ceases to be exempt from tax 
under this Part on its taxable income, the following rules 
apply: 
(a) the taxation year of the corpotation that would other- 
wise have included that time shall be deemed to have en- 
ded at that time and a new taxation year shall be deemed 
to have commenced immediately thereafter; 


(b) the corporation shall be deemed to have disposed, im- 
mediately before that time, of each property, other than a 
Canadian resource property or foreign resource property, 
that was owned by it immediately before that time for an 
amount equal to its fair market. value at that time and to 
have reacquired the property immediately after that time 
at a cost equal to that fair market value; and 


(c) where paragraph (b) applies in respect of depreciable 
property of the corporation and the capital cost thereof to 
the corporation immediately before that time exceeds the 
fair market value thereof at that time, for the purposes of 
sections 13 and 20 and any regulations made under para- 
graph 20(1)(a), 


(i) the capital cost of the property to the corporation 
immediately after that time shall be deemed to be the 
amount that was its capital cost thereof immediately 
before that time, and 


Para. 149(10)(d) added by 1987, c. 46, subsec. 50(4), applicable 
where a corporation becomes or ceases to be exempt from tax under 
Part I.of the Act after June 5, 1987. 


Para. 149(10)(b) amended by 1985, c. 45, subsec. 84(1), to substi- 
tute “other than a Canadian resource property or foreign resource 
property” for “other than a property described in any of paragraphs 
59(2)(a) to (e)”, applicable to taxation years commencing after 
1984. 


Subsec. 149(10) added by 1980-81-82-83, c. 140, subsec. 103(3). 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 


Pre-RSC History [former subsec. 149(10)]: Subsec. 149(10) 
tepealed by 1980-81-82-83, c. 48, subsec. 84(3), applicable to taxa- 
tion years commencing after October 28, 1980. Subsec. (10) for- 
merly read: 


(10) Election by non-profit corporation for scientific re- 
search — For the purpose of determining whether a corpora- 
tion has complied with the requirements. of subparagraph 
(1)Q)Gi) for its first taxation year after its incorporation, the 
whole or any part of amounts expended by it in the immedi- 
ately subsequent taxation year shall, if it so elects, be deemed 
to have been expended by it in the first taxation year and not 
in the subsequent taxation year, 
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Subsec. 149(10) substituted by 1976-77, c. 4, subsec. 59(7), applica- 
ble to 1977 et seg. Subsec. 149(10) formerly read: 


(10) Election by charitable trust or corporation — For the 
purpose of determining whether a corporation or trust has 
complied with the requirements of subparagraph (1)(g)(iii), 
(1)(h)(Gii) or (1)G)(i) for its first taxation year after its incor- 
poration or creation, the whole or any part of amounts ex- 
pended by it in the immediately subsequent taxation year 
shall, if it so elects, be deemed to, have been expended by it in 
the first taxation year and not in the subsequent taxation year. 


(11) Exception — Subsection (10) does not apply 
to a corporation that ceases to be exempt from tax 
under this Part after November 12, 1981 by reason of 
control of the corporation being acquired by a person 
or persons pursuant to an agreement in writing en- 
tered into on or before that date. 


Related Provisions: 16(2)— Obligation issued at discount; 
212(14)(c)G) — Certificate of exemption. 


Pre-RSC History: Subsec. 149(11) added by 1980-81-82-83, c. 
140, subsec. 103(3). 


(12) Information returns — Every person who, 
because of paragraph (1)(e) or (J), is exempt from tax 
under this Part on all or part of the person’s taxable 
income shall, within 6 months after the end of each 
fiscal period of the person and without notice or de- 
mand therefor, file with the Minister an information 
return for the period in prescribed form and contain- 
ing prescribed information, if 


(a) the total of all amounts each of which is a tax- 
able dividend or an amount received or receiva- 
ble by the person as, on account of, in lieu of or 
in satisfaction of, interest, rentals or royalties in 
the period exceeds $10,000; 


(b) at the end of the person’s preceding fiscal pe- 
riod the total assets of the person (determined in 
accordance with generally accepted accounting 
principles) exceeded $200,000; or 

(c) an information return was required to be filed 
under this subsection by the person for a preced- 
ing fiscal period. 

Related Provisions: 233 — Demand for information return. 


History: Subsec. 149(12) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 88(4), applicable to fiscal periods ending after 1992. 

Forms: T1044: Non-profit organization (NPO) information return. 
Pre-RSC History [s. 149]: The expression “scientific research 


and experimental development” substituted for “scientific research” 
by 1986, c. 6, subsec. 15(3), applicable with respect to taxation 
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years ending after May 23, 1985. 


Selected Cases [s. 149]: Lutheran. Life Insurance. Society of 
Canada v. Canada, [1991] 2 C.T.C. 284 (FCTD) (Non- -profit frater- 
nal benefit society cannot deduct income from non-insurance frater- 
nal sources from investment income; fraternal dividends deductible 
from life insurance income when paid back for non-insurance frater- 
nal purposes). 


Definitions [s. 149]: “allowable. capital loss” — 38(b), 248(1); 
“amateur athlete trust” — 143.1(1)(a), 248(1); “amount”, “busi- 
ness” — 248(1); “Canada” — 255; “Canadian resource prop- 
erty” — 66(15), 248(1); “cemetery care trust” —148.1(1), 248(1); 
“control” — 149(8); “controlled directly or indirectly’ — 256(5.1); 
“corporation” — 248(1),. Interpretation Act 35(1); “deferred profit 
sharing plan” — 147(1), 248(1); “depreciable property” — 13(21), 
248(1); “dividend”, “employed” — 248(1);-“eligible funeral ar- 
rangement” — 148.1(1), 248(1); “employees profit sharing plan” — 
144(1), 248(1); “employment” — 248(1); “farm loss” — 111(8), 
248(1); “farming” —.248(1); “‘filing-due. date” — 150(1), 248(1); 
“fishing” — 248(1); “foreign. resource property” — 66(15), 248(1); 
“gross revenue” — 149(8)(b), 149(9),; 248(1); “insurer” — 248(1); 
“inter -vivos trust” — 108(1), 248(1); “interest” — in real property 
248(4); “life insurance business” — 248(1); “limited partnership 
loss” — 96(2.1)(e), 248(1); “mining reclamation: trust’, “Minis- 
ter” — 248(1); “net capital loss”, .“non-capital loss” — 111(8), 
248(1); “office”; “person”, “prescribed”, BOREL, — 248(1); 
“province” — Interpretation Act. 35(1); “registered pension 
plan” — 248(1); “registered retirement income fund” — 146.3(1), 
248(1); “registered retirement savings plan” — 146(1), 248(1); 
“registered ‘supplementary unemployment benefit plan” — 145(1), 


248(1); “regulation” — 248(1); “related” — 251(2); “restricted farm 
loss” — 31,,248(1); “retirement compensation arrangement; — 
248(1);.“ 


2731), Reg. 2900(1); “servant” — 248(1)“employment’; “share”, 

“shareholder”, “specified ‘shareholder’, ee aly Wholly othried 
corporation” — 248(1); “taxable capital gain” — 38(a), 248(1); 
Mae income” — 2(2), 248(1); “taxation — — 249; “tax- 
payer” — 248(1); “trust? 104(1), 248(1), oe “writing” — Inter- 
pretation Act 35(1). 


Interpretation Bulletins [s. 149]: IT-151R4: ‘Scientific research 
and experimental. development expenditures; IT-167R6:.Registered 
pension plans — employee’s contributions, IT- 232R2: Non-capital 
losses, net capital losses, restricted farm losses, farm losses and lim- 
ited partnership losses — Their composition and deductibility in 
computing taxable income; IT-269R3: Part IV tax on. dividends re- 
ceived by a private corporation or a subject corporation; IT-362R: 
Patronage dividends. 
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Charities 


149.1 (1) Definitions — In this section, 
Related Provisions: 172(6), 187.7 — Application of subsec. 
149.1(1). 


“charitable foundation” means a corporation or 
trust that is constituted and operated exclusively for 
charitable purposes, no part of the income of which 
is payable to, or is otherwise available for, the per- 
sonal benefit of any proprietor, member, share- 
holder, trustee or settlor thereof, and that is not a 
charitable organization; 

Related Provisions: 149 — Exemptions; 149.1(6.1) — Charita- 
ble purposes; 149:1(12)(b) — Rules — income. 

Pre-RSC History: The definition 
para. 149.1(1)(a). 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income from property; IT-111R2: Annuities purchased 


“charitable foundation” was 
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from charitable organizations. See also list at end of s-149.1. 


“charitable organization” means an organization, 
whether or not incorporated, 


(a) all the resources of which are davoted to char- 
itable activities carried on by the organization 
itself, 


(b) no part of the income of which is payable to, 
or is otherwise available for, the personal benefit 
of any proprietor, member, shareholder, trustee or 
settlor thereof, 


(c) more than 50% of the directors, trustees, of- 
ficers or like officials of which deal with each 
other and with each of the other directors, trust- 
ees, officers or officials at arm’s length, and 


(d) where it has been designated as a private 
foundation or public foundation pursuant to sub- 
section (6.3) of this section or subsection 
110(8.1) or (8.2) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, or 
has applied after February 15, 1984 for registra- 
tion under paragraph 110(8)(c) of that Act or 
under the definition “registered charity” in sub- 
section 248(1), not more than 50% of the capital 
of which has been contributed or otherwise paid 
into the organization by one person or members 
of a group of persons who do not deal with each 
other at arm’s length and, for the purpose of this 
paragraph, a reference to any person or to mem- 
bers of a group does not include a reference to 
Her Majesty in right of Canada or a province, a 
municipality, another registered charity that is not 
a private foundation, or any club, society or asso- 
ciation described in paragraph 149(1)(1); 

Related Provisions: 149 — Exemptions; 149.1(6. 2) — Charita- 

ble activities; 149.1(6.3) — Designation as public foundation, etc.: 

149.1(6.4) — Registered national arts service organization deemed 


to be charitable organization; 149.1(12)(b) — Rules — income; 
188(1) — Revocation tax. 


Pre-RSC History: The definition “charitable organization” was 
para. 149.1(1)(b). See also “Transitional” under Pre-RSC History 
at end of s. 149.1. 


See at end of subsec. 149.1(1). 


Selected Cases [Subsec. 149.1(1)“charitable organiza- 
tion”): Vancouver Society of Immigrant and Visible Minority Wo- 
men v. Canada, [1996] 2 C.T.€. 88 (FCA) (Objects. too broad to 
determine whether organization was a charity); Everywoman?s 
Health Centre Society (1988) v. Canada, [1991] 2 C.T.C. 320 
(FCA) (Free-standing abortion clinic is ‘a charity within common 
law meaning); National Model Railroad Association v..MNR, 
[1989] 1 C.T.C. 300 (FCA) (Taxpayer not charitable organization 
when activities have a “public character”); Toronto Volgograd 
Committee v. MNR, [1988] 1 C.T.C. 365 (FCA) (Registration re- 
fused when activities political); Positive Action Against Pornogra- 
phy v. MNR, [1988] 1 C.T.C. 232 (FCA) (Registration refused when 
society not constituted for “advancement of education”); Native 
Communications Society of B.C. v. MNR, {1986].2:-C.T.C;-170 
(FCA) (Objects of non-profit corporation for benefit of community 
held charitable). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, assis 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-83R3:, Non-profit organizations — 
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Taxation of income from property; IT-111R2: Annuities purchased 
from charitable organizations. See also list at end.of s. 149.1. 


Information Circulars: 80-10R: Begiwared charities: sililiblies a 
registered charity. 


Forms: T2095: Canadian charities — application for ’ re- 
designation. 


“charitable purposes” includes tie disbursement of 
funds to qualified donees; 


Pre-RSC History: The definition “charitable purposes’ ’ was para. 
149.1(1)(c). 


“charity” means a Charitable tpdneaHeHD or chari- 
table foundation; 
Related Provisions: 149(1)(f) — Exemptions for registered ahaa 


ity; 149(1)d) — Non- -profit organizations, 188(1) — Revocation 
tax; 248(1) — “registered charity”. 


Pre-RSC History: The definition “charity” was.para. 149.1(1)(d). 


Forms: T2050: Application for income tax registration for Cana- 
dian amateur athletic associations and Canadian charities; T2095: 
Canadian charities — application for re-designation. 


“disbursement quota” for a taxation year of a cftans 
itable foundation means the amount determined by 
the formula 


Cx 0.045 DEP). 


0.8A All Be 
bee 365 


where 


A is the total of all amounts each. of ssihiel is ithe 
amount of a gift for which the foundation issued 
a receipt described in subsection 110.1(2) or 
118.1(2) in its immediately preceding taxation 
year, other than , 
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(a).a gift of capital resewied he way of bequest 
or inheritance, | 


(b) a gift received subject td a trust or direc- 
tion to the effect that the property given, or 


property substituted therefor, is tobe held by — 


the foundation for a periog of not less than 10 
years, or.  Hoets 


(c)a gift received from a epiragts! charity, 


A.l . is 80% of the total of all:amounts each of 
‘which is the amount ofa gift receivedin a pre- 
ceding taxation year, to: ot extent that the 

; amount of the gift it yd iqs 


“(a) is expended in the year, sad 


“(b) was excluded from the disbursement quota 
of the foundation eB | 
_G) because of paragraph (a) of the descrip- 
tion of A for a taxation year that begins af- 
ter 1993, or 


(ii) because of paragraph (b) of the 
description of A, 


(a) in the case of a private foundation, the to- 
tal of all amounts each of which‘is' an amount 


received by it: in its’ immediately ‘preceding — 


taxation year from a,registered .charity,, other 
than an amount that is a specified. gift,.or 


(b) in the case of a public foundation, 80% of 
the total of all amounts each of. which is an 
amount received by it in its immediately pre- 
ceding taxation year from a registered charity, 
‘other than an amount that isa specified gift, 


C is the number of days in the taxation year, © 
D ‘is the prescribed amount for the year in respect of 


property (other than a prescribed property) or a | 


portion thereof owned by the foundation’ at’ any 
time in the immediately preceding 24 months that 

“was not used directly in charitable activities or 
administration, 


E is */4 of the total of the amounts determined for A 
~and’A.1 for the year in respect of the foundation, 


S. 149.1(1). dis 


F is the amount equal to 


(a) in the case of a private foundation, the 
amount determined as the value of B for the 
year in accordance with paragraph (a) of the 
description of B,, or 


(b) in the case of a public foundation, */s of the 
amount determined as the value of B for the 
year in accordance with paragraph (b) of the 
description of B, and 


G. 1s, for. each. of the first 10. taxation years of the 
foundation commencing after 1983, a portion of 
the amount, if any; by which 


(a) 90% of the amount, if any, by which the 
amount deducted by the foundation, for its last 
taxation year that commenced before 1984, 
pursuant to paragraph 149.1(18)(a) of the In- 
come Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as it read for that 

_year,.exceeds the total of the amounts deter- 

. mined in.respect.of the foundation under 
clauses 149.1(1)(e)Gv)(B) to (D) of that Act 
for its first. taxation. year .commencing after 
1983: 


exceeds ™ 


(b).the total of.all amounts each of which is an 
amount that, for a preceding taxation year, has 
been determined as the value of G or included 
under subparagraph 149.1(1)(e)(v) of the 
above-mentioned Act in determining the dis- 
bursement quota of the foundation, 


_that is not less than the amount obtained when 
such excess is divided by the difference between 
10 and the number of preceding taxation years of 
the foundation that commenced after 1983 and 
before the year. 


Related Provisions:. 149.1(1.2) — Authority of Minister — cal- 
culation of prescribed amount; 149.1(8)— Accumulated property 
deemed expended on charitable activities; 149.1(12) — Rules; 
149.1(21)(c) — Disbursement excess of registered charity; 
248(5) — Substituted property; 257 — Formula cannot calculate to 
less than Zero, 


History: The element A.1 added’to the formula, its description ad- 
ded to the definition: of “disbursement quota” in subsec. 149.1(1) 
and the description of E amended; by 1994, ¢.:21, subsecs. 74(1) to 
(3), applicable to taxation years that begin after 1992, The descrip- 
tion of E formerly read: 


E. is the amount equal to */4 of the amount beeapined as the 
value of A: for the. year, 


That portion of the description of Ain “disbursement quota” in sub- 
sec. 149:1(1) preceding para. (a) amended by 1994, c. 7, Sch. II 
(1991; c.'49),:subsec. 123(1); to substitute “subsection 110.1(2) or 
118.1(2)” for “paragraph 110.1(1)(a) or 118.1(1)(a)”, applicable to 
1988 et seq. except that in its application to the 1988 taxation year, 
that reference shall be read as “subsection 110.2 or 118.1(2) of this 
Act or paragraph 110(1)(a) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it applied to taxation years 
ending before. 1988”. 


Pre-RSC History: The definition “disbursement quota” was para. 
149.1(1)(e). It contained descriptive subparagraphs instead of the 


1425 


S. 149.1(1) dis 


present formula. The pre-R.S.C. version read: 


(e) “disbursement quota” for a taxation year of a charitable 
foundation means an amount equal to the aggregate of 


(i) 80% of the aggregate of all amounts each of which is 
the amount of a gift for which the foundation issued a 
receipt described in paragraph 110.1{1)(a) or 
118.1(1)(a) in its immediately preceding taxation year, 
other than 


(A) a gift of capital received by way of bequest or 
inheritance, 


(B) a gift received subject to a trust or direction to 
the effect that the property given, or property substi- 
tuted therefor, is to be held by the foundation for a 
period of not less than 10 years, or 


(C) a gift received from a registered charity, 


(ii) in the case of a private foundation, the aggregate of 
all amounts each of which is an amount received by it in 
its immediately preceding taxation year from a registered 
charity, other than an amount that is a specified gift, 


(iii) in the case of a public foundation, 80% of the aggre- 
gate of all amounts each of which is an amount received 
by it in its immediately preceding taxation year from a 
registered charity, other than an amount that is a speci- 
fied gift, 

(iv) the proportion that the number of days in the year is 
of 365 of 4'/% of the amount, if any, by which 


(A) the prescribed amount for the year in respect of 
property (other than a prescribed property) or a por- 
tion thereof owned by the foundation at any time in 
the immediately preceding 24 months that was not 
used directly in charitable activities or 
administration 


exceeds the aggregate of 


(B) 4 of the amount determined in respect of the 
foundation under subparagraph (i) for the year, 


(C) the amount determined in respect of the founda- 
tion under subparagraph (ii) for the year, and 


(D) + of the amount determined in respect of the 
foundation under subparagraph (iii) for the year, 
and 


(v) in each of its first 10 taxation years commencing after 
1983, a portion of the amount, if any, by which 


(A) 90% of the amount, if any, by which the amount 
deducted by the foundation, for its last taxation year 
that commenced before 1984, pursuant to paragraph 
(18)(a), as it read for that year, exceeds the aggre- 
gate of the amounts determined in respect of the 
foundation under clauses (iv)(B) to (D) for its first 
taxation year commencing after 1983 
exceeds 

(B) the aggregate of all amounts each of which is an 
amount included under this subparagraph in deter- 
mining the disbursement quota of the foundation for 
a preceding taxation year, 


that is not less than the amount obtained when such ex- 
cess is divided by the difference between 10 and the num- 
ber of preceding taxation years of the foundation that 
commenced after 1983 and before the year. 


See at end of subsec. 149.1(1). 
Regulations: 3701 (prescribed amount). 


I.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 


148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-244R3: Gifts by individuals of life 
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insurance policies as charitable-donations. See also list at end of s. 
149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T3010: Registered charity information return and public 
information return (Schedules 2, 4: disbursement quota calculation). 


“non-qualified investment” of a private foundation 
means 


(a) a debt (other than a pledge or undertaking to 
make a gift) owing to the foundation by 


(i) a person (other than an excluded 
corporation) . 


(A) who is a member, shareholder, trustee, 
settlor, officer, official or director of the 
foundation, 


(B) who has, or is a member of a group of 
persons who do not deal with each other at 
arm’s length who have, contributed more 
than 50% of the capital of the foundation, 
or 


(C) who does not deal at arm’s length with 
any person described in clause (A) or (B), 
or . 


(ii) a corporation (other than an excluded cor- 
poration) controlled by the foundation, by any 
person or group of persons referred to in sub- 
paragraph (i), by the foundation and any other 
private foundation with which it does not deal 
at arm’s length or by any combination thereof, 


(b) a share of a class of the capital stock of a cor- 
poration (other than an excluded corporation) re- 
ferred to in paragraph (a) held by the foundation 
(other than a share listed on a prescribed stock 
exchange or a share that would be a qualifying 
share within the meaning assigned by subsection 
192(6) if that subsection were read without refer- 
ence to the expression “issued after May 22, 1985 
and before 1987”), and 


(c) a right held by the foundation to acquire a 
share referred to in paragraph (b), 


and, for the purpose of this definition, an “excluded 
corporation” is 


(d) a limited-dividend housing company to which 


paragraph 149(1)(n) applies, 


(€) a corporation all of the property of which is 
used by a registered charity in its administration 
or in carrying on its charitable activities, or 


(f) a corporation all of the issued shares of which 
are held by the foundation; : 


Related Provisions: 149.1(21)(c) — Disbursement excess of reg- 
istered charity; 189 — Tax regarding non-qualified investment. 


History: Para. (b) of “non-qualified investment” in subsec. 


149.1(1) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
123(2), applicable with respect to shares issued after May 22, 1985, 


other than shares issued before 1986 to which subsec. 192(6) of the 


1426 


former Act, as it read on May 22, 1985, is applicable. Para. (b) for- 
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merly read: 


(b) a share of a class of the capital stock of a corporation 
(other than an excluded corporation) referred to in paragraph 
(a) held by the foundation (other than ‘a share listed on a pre- 
scribed stock exchange or a share that would be a qualifying 
share within the meaning assigned by subsection: 192(6) if 
that subsection were read without reference to the words “af- 
ter May 22, 1985 and before 1987”), and 


That portion of “non-qualified investment” following para. (c) sub- 
stituted by 1994, c. 7,.Sch. II (1991, c, 49), subsec. 123(3), applica- 
ble to, taxation. years. beginning - after 1983. That portion formerly 
read: 


and, for the purpose of this definition, an “excluded corpora- 
tion” is a limited dividend housing company to which para- 
graph 149(1)(n) applies or a corporation the operations of 
which are confined to the holding of Property ‘used by a regis- 
tered charity in its administration or in carrying on its charita- 
ble activities; 


Pre-RSC History: The definition “non-qualified investment” was 
para. 149.1(1)(e.1). See Table of Concordance. 


See at end of subsec. 149.1(1). 
Regulations: 3200 (prescribed. stock exchange). 


“private foundation” means a charitable foundation 
that is not a public foundation; 

Related Provisions: 149.1(6.3) — Designation as public founda- 
tion, etc.; 149.1(13) — Designation of private foundation as public; 
189 — Tax on private foundation with non-qualified investments. 
Pre-RSC History: The definition “private foundation” was para. 
149.1(1)(f). 

Interpretation: Bulletins: IT-83R3: Non-profit: organizations — 
Taxation of income from property. See also list at end of s. 149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T2095: Canadian charities — application for re- 
designation. 


“public foundation” means a charitable foundation | 


of which, 


(a) where the foundation has ee registered after 
February 15, 1984 or designated as a charitable 
organization or private foundation pursuant to 

“ subsection (6.3) or to subsection 110(8.1) or (8.2) 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, 


(i) more than 50% of.the. directors, trustees, 
officers or like officials deal with each other 
and with each of the other directors, trustees, 
officers or officials at arm’s length, and 


(ii) not more than 50% of the capital contrib- 
uted or otherwise paid in to the foundation has 
been so contributed or otherwise paid in by 
one person or members of a group of such 
persons who do not deal with each other at 
arm’s length, or 


(b) in any other case, 


(i) more than 50% of the directors or trustees 
deal with each other and with each of the 
other directors or trustees at arm’s length, and 


(ii) not more than 75%. of the capital contrib- 
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uted or otherwise paid in to the foundation has 
been so contributed or otherwise. paid-in by 
one person or by a group of persons who do 
not deal with each other at arm’s. length 


and, for the purpose of subparagraph (a)(ii), a refer- 
ence to any person or to members of a group does 
not include a reference to Her Majesty in right. of 
Canada or a province, a municipality, another regis- 
tered charity that is not a private foundation, or any 
club, society or association described in paragraph 
149(1)(); | 

Related Provisions: 149.1(6.3) — Designation as public founda- 
tion, etc.; 149. 1(13) — — Designation of private foundation as public. 


Pre-RSC History: The definition “public foundation” was para. 
149.1(1)(g). See Table. of Concordance. 


See at end of subsec. 149.1(1). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, ber oy 
148 of the Revised. Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income from property. See also list at end of s. 149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: 12095: 
designation. 


Canadian charities — application’ for re- 


“qualified donee means a donee described in any 
of paragraphs 110. 1(1)(a) and (b) and the getnions 
“total charitable gifts” and “total Crown gifts” 
subsection 118.1(1); 


Pre-RSC History: The definition “qualified donee” 
149;1(1)(h). 


See at end of subsec. 149.1(1). 


‘qualified: investment [para. 149. LD@Y’ — 
pealed under former Act] 


was para. 


[Re- 


“related biikiness”: in relate to a charity, includes 
a business that is unrelated to the objects of the char- 
ity if substantially all persons employed by the char- 
ity in the carrying on of that business are not remu- 
nerated for that employment; 

Pre-RSC History: The definition 
149. 1(1)(j). 

Selected Cases [subsec. 149.1(1)“related business”]: A/- 
berta Institute on Mental Retardation v. The Queen, [1987] 2 C.T.C. 
70 (FCA); léave to appeal to SCC refused (sub nom. Alta. Institute 
on Mental Retardation v: MNR) (1988), 87 NR 397 (note) (Tax- 
payer operating for charitable purpose carrying on “related busi- 
ness” when income used in charitable activities). 


“related business” was para. 


“specified gift’? means that portion of a gift, made in 
a taxation. year by a registered charity, that is. desig- 
nated as a specified gift in its information return for 
the year; 

Pre-RSC History: The definition 
149.1(1)(k). 

See at end of subsec. 149.1(1). 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


“specified gift” was para. 


“taxation year’’ means, in the case of a registered 
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charity, a fiscal period. 


Pre-RSC History: The definition “taxation year” was para. 
149.1(1)(1). 


Pre-RSC History [subsec. 149.1(1)]: Subpara. 149.1(1)(b)(iv) 
amended by 1988, c. 55, subsec. 134(1), to substitute “pursuant to 
subsection (6.3) or 110(8.1) or (8.2) or has applied after February 
15, 1984 for registration under paragraph 110(8)(c) or under the 
definition “registered charity” in subsection 248(1)” for “pursuant 
to subsection 110(8.1) or (8.2) or has applied for registration under 
paragraph 110(8)(c) after February 15, 1984,” applicable to 1988 er 
seq. 

That portion of subpara. 149.1(1)(e)(i) preceding cl. (A) amended 
by 1988, c. 55, subsec. 134(2), to substitute “paragraph 110.1(1)(a) 
or 118.1(1)(a)” for “paragraph 110(1)(a)”, applicable to 1988 et seq. 
except that in its application to the 1988 taxation year, the reference 
to “paragraph 110(1)(a) or paragraph 118.1(1)(a)”, in subpara. 
149.1(1)(e)(i) shall be read as a reference to “paragraph 110(1)(a), 
110.1(1)(a) or 118.1(1)(a)”. 


That portion of subpara. 149.1(1)(g)(i) preceding cl. (A) amended to 
substitute “subsection (6.3) or 110(8.1) or (8.2)” for “subsection 
110(8.1) or (8.2)”, and para. 149.1(1)(h) substituted by 1988, c. 55, 
subsecs. 134(3), (4), applicable to 1988 et seg. Para. 149.1(1)(h) 
formerly read: 


(h) “qualified donee” — “qualified donee” means a donee 
described in any of subparagraphs 110(1)(a)(i) to (vii) or par- 
agraph 110(1)(b); 


All that portion of subpara. 149.1(1)(e)(iv) preceding cl. (B) substi- 
tuted, all that portion of para. 149.1(1)(e) following subpara. (v) re- 
pealed by 1986, c. 55, subsecs. 58(1), (2), applicable with respect to 
taxation years commencing after 1983. Those portions formerly 
read: 


(iv) the proportion described in subparagraph (vi) of 
4'% of the amount, if any, by which 


(A) the aggregate of all amounts each of which is the 
proportion described in subparagraph (vii) of the 
value, determined in prescribed manner, at the begin- 
ning of the year, of such portion of a property (other 
than a prescribed property) owned by the foundation 
at that time as, for a period in its immediately pre- 
ceding taxation year, was owned by the foundation 
and not used directly in charitable activities or 
administration 


exceeds the aggregate of 


and, for the purposes of this definition, 


(vi) the proportion of the percentage specified in subpara- 
graph (iv) is the proportion that the number of days in the 
year is of 365, and 


(vii) the proportion of the value determined pursuant to 
clause (iv)(A) is the proportion that the number of days 
in the period referred to in that clause is of the number of 
days for which the foundation, during its immediately 
preceding taxation year, owned the property described in 
that clause; 


That portion of subsec. 149.1(1) preceding para: (a) substituted to 
add “section 172 and Part V”; paras. 149.1(1)(b), (e), (g) and (k) 
substituted, para. (e.1) added and para. (i) repealed by 1984, c. 45, 
subsecs. 57(1)-(6). That portion preceding para. (a), paras. (e), (e.1) 
and (k) and the repeal of para. (i) are applicable to taxation years 
commencing after 1983, para. (b) is applicable to taxation years 
commencing after 1984 and para. (g) is applicable to taxation years 
commencing after 1983, except that in its application to such a taxa- 
tion year commencing prior to 1985, cls. 149.1(1)(g)(i)(A) and (B) 
shall be read as follows: 


(A) more than 50% of the directors or trustees deal with each 
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other and with each of the other directors or trustees at arm’s 
length, and 


(B) not more than 75% of the capital contributed or otherwise 
paid in to the foundation has been so contributed or otherwise 
paid in by one person or by a group of persons who do not 
deal with each other at arm’s length, or 


Paras. (b), (e), (g), (i) and (k) formerly read: 


(b) “charitable organization” means an organization, whether 
or not incorporated, all the resources of which are devoted to 
charitable activities carried on by the organization itself and 
no part of the income of which is payable to, or is otherwise 
available for, the personal benefit of any proprietor, member, 
shareholder, trustee or settlor thereof; 


se eee 


(e) “disbursement quota” for a taxation year of a private foun- 
dation means an amount equal to the aggregate of 


(i) the greater of 


(A) 5% of the fair market value of all capital proper- 
ties of the foundation, calculated as of the com- 
mencement of the taxation year of the foundation but 
excluding 


(1) qualified investments of the foundation, 


(II) capital properties used directly by the foun- 
dation in charitable activity or in the administra- 
tion of the foundation, and 


(III) any other property accumulated by the 
foundation with the consent of the Minister 
given pursuant to subsection (8), and 


(B) 90% of the income for the year derived by the 
foundation from the capital properties described in 
clause (A), except those capital properties described 
in subclauses (I) to (III) thereof, and 


(ii) 90% of the amount by which the income of the foundation 
for the year exceeds the income derived by the foundation in 
that year as determined under clause (i)(B); 


(g) “public foundation” means a charitable foundation of 
which 


(i) more than 50% of the directors or trustees deal with 
each other and with each of the other directors or trustees 
at arm’s length, and 


(ii) not more than 75% of the capital contributed or other- 
wise paid in to the foundation has been so contributed or 
otherwise paid in by one person or by a group of persons 
who do not deal with each other at arm’s length; 


(i) “qualified investment” for a private foundation means 


(i) an investment that would be described in any of sub- 
paragraphs 204(e)(i), (ii), (iv), (v) or (vii) if the reference 
in paragraph 204(e) to a trust governed by a deferred 
profit sharing plan or a revoked plan were read as a refer- 
ence to a private foundation, 


(ii) a bond, debenture, note or similar obligation of a cor- 
poration the shares of which are listed on a prescribed 
stock exchange in Canada, 


(ili) a mortgage or interest therein, secured by real prop- 
erty situated in Canada, other than a mortgage in respect 
of which the mortgagor is 


(A) a director, trustee or employee of the foundation 
or a person with whom any such director, trustee or 
employee does not deal at arm’s length, or 


(B) a person or member of a group of persons who 
do not deal with each other at arm’s length who or 
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that. contributed or. otherwise paid to the foundation 
more than 75% of the capital contributed to or other- 
wise paid in to it, 


a an interest ina corporation described in 1 paragraph 
149(1)q), 

_(v) a share in the capital stock of a limited-dividend 
housing company within the meaning ‘of that expression — 

a as defined by the National ‘Housing Act, 

‘ (vi) a share in. the Eadie stock of a mutual fund 
corporation, 

“(vii)oas unit of a, mutual fund trust, 
(viii) a share in the capital stock of a public corporation, 


(ix) a warrant or right listed on a prescribed’ ‘stock ex-" 
change in Canada that gives the owner thereof the right 
. to acquire, either immediately or in the future, any. prop- 
erty that is a qualified investment within the meaning of 
‘any other subparagraph’ of this paragraph, 


(x); 4 balance standing to the credit of the private founda- - 
tion in the records of a credit union within the meaning 
assigned. by subsection 137(6), and 


‘(xi) such other-investments as may be prescribed by any 
regulations of the ‘Governor in Council made on the rec- 
-'ommendation: of; the Minister of Finance; 


o bee e 


4k) the relevant percentages referred toin paragraph (2)(b), 

subparagraph (3)(b)G@) and subsection (5)-are : 

~~ '8()50% ‘where the immediately siege taxation year is 
1976, | 


(ii) 60% where the immediately preceding taxation year 
is 1977, 


(iii) 70% where the immediately preceding taxation year — 
is 1978, and 


(iv) 80% where the immediately preceding taxation year — 
is a year after 1978; and 


(1.1) Exclusions — For the purposes of paragraphs 
(2)(b), (3)(b); (4)(by and (21)(a), the following shall 
be deeméd to be neither an amount expended in a 
taxation year on charitable activities nor a gift made 
toa qualified donee: 


(a) a specified gift; and — 


(b) an expenditure on political activities made by 
a charitable organization or a charitable 
foundation. 

Pre-RSC History: Subsec. 149, 1(1.1) epecuented by 1986, c. 6, 


subsec., 85(1), applicable to 1985 et. seg. Subsec. 149.1(1. 1) for- 
merly read: 

(ha) Effect where gift is specified ee For the purposes 
of. paragraphs (2)(b), (3)(b), (4)(b) and (21)(a), a specified 
ogift shall be deemed. to; be neither an amount expended in a 
4 taxation year on charitable activities nor a gift'made to.a qual- 

ified donee. 


Subsec: 149.1(1:1) added by 1984, c. 45, subsec: 5117), applicable 
to taxation years commencing after 1983. 


Information Circulars: 80-10R: Registered charities: operating a 
registered ‘charity; 87-1; Registered charities — ancillary and inci- 
dental political activities. 


(1.2) Authority of Minister _— For the purposes of 
the determination of D in the definition “disburse- 
ment quota” in subsection (1), the Minister may 


(a) authorize a change in the number, of periods 


S. 149.1(3) 


chosen by..a charitable foundation in determining 
the prescribed amount; and 


(b) accept any method for the determination of 
the fair market value of property or a portion 
thereof that may be required in determining the 
prescribed amount. 

Pre-RSC History: Subsec. 149.1(1:2),added by 1986, c: 55, sub- 


sec. 58(3), applicable with respect to taxation Yeats commencing af- 
ter 1983. 


(2) Revocation of registration of charitable 
organization — The Minister may, in the manner 
described in section 168, revoke the registration of a 
charitable organization for any reason described in 
subsection 168(1) or’ where the organization ‘ 
(a) carries on a business that is not a Telated busi- 
ness of that charity; or 


(b) fails to, expend i in any taxation year, on, chari- 
table activities carried on by, it and by way of 
gifts made by it to qualified donees, amounts the 
total-of which is at least, equal to, the total of 


(i) 80%.:of the amount. that would be. deter- 
mined for the year for A, and: - 


(ii) the amount that would be determined for 
the year for A.1, elvan 


in the definition “disbursement quota” ch subsec- 
tion (1) in respect of the organization it it were a 
charitable foundation. 


Related Provisions: 149.1(1.1) — Exclusions; 172(3)(a) — Ap- 
peal from refusal to register, revocation of registration, etc.; 
180(1) — Appeals to Federal Court of Appeal;-188 — Revocation 
tax; 230(2) — Charity must keep.books and records. to allow Minis- 
ter to determine if there are.grounds. for revocation.of registration; 
248(1)‘‘registered charity” — Application for, registration: 


History:. Para. 149.1(2)(b) substituted by 1994, c. 21, subsec. 
74(4), applicable to taxation years that begin after 1992. That para. 
formerly read: 


(b) fails to expend in any taxation year, on charitable ‘activi- 
ties carried on by it and by way of gifts made by it to quali- 
fied donees, amounts the total of which is at least equal to 
80% of the amount that would be determined for the year for 
A in. the definition “disbursement quota” in subsection (1) in 
respect of the organization if it were a charitable foundation. 
Pre-RSC History: Para. 149.1(2)(b) substituted by 1984, c. 45, 
subsec. 57(8), applicable to taxation years commencing after 1983. 
Para. (b) formerly read: ; 
(b) fails to expend in any taxation year, on charitable activi- 

- ties carried on by it and by way of gifts made by it to quali- 
fied donees, amounts that, in the aggregate, are at least equal 
to the relevant percentage of the aggregate of amounts for 
which it issued receipts described in paragraph 110(1)(a) in 
its immediately preceding taxation year. — 

Interpretation Bulletins: IT-244R3: Gifts by individuals of life 
insurance policies as charitable’ donations. See also list at end of s. 
149.1. 

Information Circulars: 80-10R: Brees charities: operating a 
registered charity. 


(3) Revocation of registration of public foun- 
dation — The Minister may, in the manner de- 
scribed in section 168, revoke the registration of a 
public foundation for any reason described. in sub- 
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section 168(1) or where the foundation 


(a) carries on a business that is not a related busi- 
ness of that charity; 


(b) fails to expend in any taxation year, on chari- 
table activities carried on by it and by way of 
gifts made by it to qualified donees, amounts the 
total of which is at least equal to the foundation’s 
disbursement quota for that year; 


(c) since June 1, 1950, acquired control of any 
“corporation; 


(d) since June 1, 1950, incurred debts, other than 
debts for current operating expenses, debts in- 
curred in connection with the purchase and sale 
of investments and debts incurred in the course of 
administering charitable activities; or 


(€) at any time within the 24 month period pre- 
ceding the day on which notice is given to the 
foundation by the Minister pursuant to subsection 
168(1) and at a time when the foundation was a 
private foundation, took any action or failed to 
expend amounts such that the Minister was enti- 
tled, pursuant to subsection (4), to revoke its re- 
gistration as a private foundation. 
Related Provisions: 149.1(1.1) — Exclusions; 149.1(12) — 
Rules; 149.1(18) — Rules relating to computation of income; 
149.1(20) — Rule regarding disbursement excess; 172(3)(a) — Ap- 
peal from refusal to register, revocation of registration, etc.; 
180(1) — Appeals to Federal Court of Appeal; 188(1)— Revoca- 
tion tax; 230(2) — Charity must keep books and records to allow 
Minister to determine if there are grounds for revocation of registra- 
tion; 248(1)“registered charity” — Application for registration. 


Pre-RSC History: Para. 149.1(3)(b) substituted by 1984, c. 45, 
subsec. 57(9), applicable to taxation years commencing after 1983. 
Para. (b) formerly read: 


(b) fails to expend in any taxation year, on charitable activi- 
ties carried on by it and by way of gifts made by it to quali- 
fied donees, amounts that, in the aggregate, are at least equal 
to the greater of 


(i) the relevant percentage of the aggregate of amounts 
for which it issued receipts described in paragraph 
110(1)(a) in its immediately preceding taxation year, 
other than amounts that are gifts described in subpara- 
graph (12)(b)(i), and 
(ii) 90% of its income for the year; 
Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(4) Revocation of registration of private foun- 
dation — The Minister may, in the manner de- 
scribed in section 168, revoke the registration of a 
private foundation for any reason described in sub- 
section 168(1) or where the foundation 


(a) carries on any business; 


(b) fails to expend in any taxation year, on chari- 
table activities carried on by it and by way of 
gifts made by it to qualified donees, amounts the 
total of which is at least equal to the foundation’s 
disbursement quota for that. year; 


(c) since June 1, 1950, acquired control of any 
corporation; or 
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(d) since June 1, 1950, incurred debts, other than 
debts for current operating expenses, debts in- 
curred in connection with the purchase and sale 
of investments and debts incurred in the course of 
administering charitable activities. 
Related Provisions: 149.1(1.1) — Exclusions; 149.1(12) — 
Rules; 172(3)(a) — Appeal from refusal to register, revocation of 
registration, etc.; 180(1)— Appeals to Federal Court of Appeal; 
188(1) — Revocation tax; 230(2) — Charity must keep books and 
records to allow Minister to determine if there are grounds for revo- 
cation of registration; 248(1)“registered charity” — Application for 
registration. 
Information Circulars: 80-10R: Ragistered charities: operating a 
registered charity. 


(4.1) Revocation of registration of registered 
charity — Where a registered charity has made a 
gift to another registered charity and it may reasona- 
bly. be considered that one of the main purposes of 
making the gift was to unduly delay the expenditure 
of amounts on charitable activities, the Minister 
may, in the manner described in section 168, revoke 
the registration of the charity that made the gift and, 
where it may reasonably be considered that the char- 
ities acted in concert, of the other charity. 

Related Provisions: 172(3)(a) — Appeal from refusal to register, 
revocation of registration, etc.; 180(1)— Appeals to’ Federal Court 
of Appeal; 188(1) — Revocation tax; 230(2) — Charity must keep 
books and records to allow Minister to determine if there are 
grounds for revocation of registration. 

History: Subsec. 149.1(4.1) added by 1984, c. 45, subsec. 57(10), 
applicable to taxation years commencing after 1983. 

Information Circulars: 80-10R; Registered charities: operating a 
registered charity. 


(5) Reduction — The Minister may,-on. application 
made to the Minister in prescribed form by a regis- 
tered charity, specify an amount in respect. of the 
charity for a taxation year and, for the purpose of 
paragraph (2)(b), (3)(b) or (4)(b), as the case may be, 
that amount shall be deemed to be an amount ex- 
pended by the charity in the year on charitable activ- 
ities carried on by it. 

Pre-RSC History: Subsec. 149.1(5) substituted by 1984, c. 45, 


subsec. 57(11), applicable to 1984 et seg. Subsec. 149.1(5) ae 
read: 


(5) Exception — Notwithstanding paragraph (2)(b) and sub- 
paragraph (3)(b)(1), the Minister shall not revoke the registra- 
tion of a charity pursuant to that paragraph or subparagraph, 

- whichever is applicable, where, ina taxation year of the char- 
ity in which it fails to meet the requirements of whichever:of 
that paragraph and subparagraph is applicable to it and in its 
immediately preceding taxation years subsequent to 1976 but 
not exceeding 4 in number, it expended on charitable activi- 
ties carried on by it and. by way of gifts.made by it to quali- 
fied donees amounts that, in the aggregate, are at least equal 
to the relevant percentages of those amounts for which it is- 
sued receipts described in paragraph 110(1)(a) in its taxation 
years, subsequent to 1975 but not exceeding 5 in number, im- 
mediately preceding the year in which it so fails to meet the 
requirements of paragraph (2)(b) or subparagraph (3)(b)(i), 
whichever is applicable. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 
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Forms: T2094: Registered charities — Application to reduce _dis- 
bursement quota. 


(6) Devoting resources to charitable activ- 
ity — A charitable organization shall be considered 
to be devoting its resources to charitable activities 
carried on by it to the extent that 


(a) it carries on a related business; 

(b) in any taxation year, it disburses not more 
than 50% of its income for that year to qualified 
donees; or 


 (c) it disburses income to a registered charity that 
the Minister has designated in writing as a charity 
associated with it. 


Related Provisions: 149.1(7) — Designation of associated chari- 
ties; 149.1(12)(b) — Rules — income. 


Information Circulars: 77-6; Registered. charities: designation as 
associated charities; 80-10R:. Registered charities: operating a regis- 
tered charity. 


(6.1) Charitable purposes — For the purposes of 
the definition ‘‘charitable foundation” in subsection 
(1), where a corporation or trust devotes substan- 
tially all of its resources to charitable purposes and 


(a) ‘it devotes part of its resources to political 
activities, 


(b) those political activities are ancillary and inci- 
dental to its charitable purposes, and 


(c) those political activities do not include the di- 
rect or indirect support of, or opposition to, any 
- political party or candidate for public office, 


the corporation or trust shall be considered to be 
constituted and operated for charitable purposes to 
the extent of that part of its resources so devoted. 


Information Circulars: 87-1: Registered charities — ancillary 
and incidental political activities . 


(6.2) Charitable activities — For the purposes of 
the definition “charitable organization” in subsection 
(1), where an organization devotes substantially all 
of its resources to charitable activities carried on by 
it and 


(a) it devotes part of its resources to political 
activities, 


(b) those political activities are ancillary and inci- 
dental to its charitable activities, and 


(c) those political activities do not include the di- 
rect or indirect support of, or opposition to, any 
political party or candidate for public office, 


the organization shall be considered to be devoting 
that part of its resources to charitable activities car- 
ried on by it. 

Pre-RSC History: Subsecs. 149.1(6.1), (6.2) added by 1986, c. 6, 
subsec. 85(2), applicable to 1985 ef seq. 


Selected Cases [subsec. 149.1(6.2)]: N.D.G, Neighbourhood 
Assoc. v. Revenue Canada, [1988] 2 C.T.C. 14 (FCA) (Registration 
refused when activities political). 

Information Circulars: 87-1: Registered cesikan Sdeiion 
and incidental political activities . . 


S, 149.1(6.4) 


(6.3) .Designation. as.. public .foundation, 
etc. — The Minister may, by notice sent by regis- 
tered mail to a registered charity, on the Minister’s 
own initiative or on application made to the Minister 
in prescribed form, designate the charity to be a 
charitable organization, private foundation or public 
foundation and the charity shall be deemed to, be reg- 
istered as a charitable: organization, private founda- 
tion or public foundation, as: the case may be,: for 
taxation years commencing after the day of mailing 
of the notice unless and until it is otherwise desig- 
nated under this subsection or its registration is re- 
voked under subsection (2), (3); (4), (4.1) or 1682). 


Related Provisions: 149.1(13) Designation of private founda+ 
tion as public; 172(3) — Appeal» from, refusal; to. designate; 
244(S) — Proof .of. service by, mail;..244(14) — Notice.,presumed 
mailed on date of notice; 248(7)(a) — Mail deemed received.on day 
mailed. 


Pre-RSC History: Subsec. 149. 1(6. 3) added by 1988, c. 55, sub- 
sec. 134(5), applicable to 1988 et seq. 


Forms: 12095: ee rg charities — application For’ re- 
designation. Se 1G 


(6.4) National arts service organizations — 
Where an organization that 


(a) has,.on. written application to the Ministee of 
Communications describing all of its objects and 
activities, been designated by that Minister on ap- 
proval of those objects and. activities to be a na- 
tional arts service organization, 


(b) has, as its exclusive purpose and its peels 
function, the promotion of arts in Canada on a na- 
tion-wide. basis, 


(c) is resident in Canada and was formed or cre- 
ated in Canada, and 


(d) complies with prescribed ebiiditions 


applies in. prescribed form. to; the Minister of .Na- 
tional Revenue for registration, that Minister may 
register the organization for the purposes, of this. Act 
and, where the organization so applies or is so regis- 
tered, this section and sections 110.1, 118.1; 168, 
172, 180 and 230 and Part V apply, with such modi- 
fications as the circumstances require, to the organi- 
zation as if it were an applicant for registration as a 
charitable organization or a registered charity that is 
designated as a charitable organization, as the case 
may be. 

Related . Provisions: 149. 1(6.2) — Charitable 
149.1(6.5) — Revocation of designation. 


History: Subsec..149.1(6,.4) added by 1994, c,.7,,9ch, IL (1991, c 
49), subsec. 123(4), applicable after July 13, 1990 except that, 
where an organization has applied to the Minister of National Reve- 
nue for registration under the subsec. before December 17, 1991 
and the Minister of National Revenue has*accepted the application 
as meeting the requirements ‘of that’ subséc., the organization shall 
be deemed to have become registered under the subsec.:’ 


activities; 


(a) where in the application a day later than the day the applica- 
tion’ is made is specified as'the day on which the organization is 
to become registered, on that later day; and 
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(b) in any other case, on the day the application was made. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Regulations: 8700 (prescribed conditions for 149.1(6.4)(d)). 


(6.5) Revocation of designation — The Minister 
of Communications may, at any time, revoke the 
designation of an organization made for the purpose 
of subsection (6.4) where . 


(a) an incorrect statement was made in the fur- 
nishing of information for the purpose of ob- 
taining the designation, or 


(b) the organization has amended its objects after 
its last designation was made, 


and, where the designation is so revoked, the organi- 
zation shall be deemed for the purpose of section 
168 to have ceased to comply with the requirements 
of this Act for its registration under this Act. 
History: Subsec. 149.1(6.5) added by 1994, c. 7, Sch. IT (1991, c. 
49), subsec. 123(4), applicable after July 13, 1990. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as. follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order; regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


(7) Designation of associated charities — On 
application made to the Minister in prescribed form, 
the Minister may, in writing, designate a registered 
charity as a charity associated with one or more 
specified registered charities where the Minister is 
satisfied that the charitable aim or activity of each of 
the registered charities is substantially the same, and 
on and after a date specified in such a designation, 
the charities to which it relates shall, until such time, 
if any, as the Minister revokes the designation, be 
deemed to be associated. 

Information Circulars: 77-6: Registered charities: designation as 


associated charities; 80-10R: Registered charities: operating a regis- 
tered charity. 


Forms: T2050: Application for income tax registration for Cana- 
dian amateur athletic associations and Canadian charities; T3011: 
Registered charities — Application for designation as associated 
charities. 


(8) Accumulation of property — A registered 
charity may, with the approval in writing of the Min- 
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ister, accumulate property for a particular purpose, 
on terms and conditions, and over such period of 
time, as the Minister specifies in the approval, and 
any property accumulated after receipt of such an ap- 
proval and in accordance therewith, including any 
income earned in respect of the property so accumu- 
lated, shall be deemed 


(a) to have been expended on charitable activities 
carried on by the charity in the taxation year in 
which it was so accumulated; and 


(b) not to have been expended in any other year. 
History: Subsec. 149.1(8) substituted by 1994, c. 21, subsec. 74(5), 
applicable to taxation years that begin after 1992. That subsec. for- 
merly read: 

(8) Accumulation of property — A registered charity may, 

with the approval in writing of the Minister, accumulate prop- 

erty for a particular purpose on such terms and conditions and 
over such period of time, if any, as is specified by the Minis- 
ter in the approval, and any property accumulated after re- 
ceipt of such an approval and in accordance therewith, in- 
cluding any income earned in respect of the propetty so 
accumulated, shall be deemed to have been expended on 
charitable activities carried on by the charity in the taxation 
year in which it was so accumulated. 
Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(9) Idem — Property accumulated by a registered 
charity as provided in subsection (8), including any 
income earned in respect of that property, that is not 
used for the particular purpose for which it was ac- 
cumulated either 


(a) before the expiration of any period of time 
specified by the Minister in the Minister’s ap- 
proval of the accumulation, or 


(b) at an earlier time at which the registered char- 
ity decides not to use the property for that 
purpose 
shall, notwithstanding subsection (8), be deemed to 
be income of the charity for, and the amount of a gift 
for which it issued a receipt described in subsection 
110.1(2) or 118.1(2) in, its taxation year in which the 
period referred to in paragraph (a) expires or the 
time referred to in paragraph (b) occurs, as the case 
may be. 
History: That portion of subsec. 149.1(9) following para. (b) sub- 
stituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 123(5), applica- 
ble to 1988 et seq. That portion formerly read: 
shall, notwithstanding subsection (8), be deemed to be in- 
come of the charity and the amount of a gift for, which it is- 
sued a receipt described in paragraph 110.1(1)(a) or subsec- 
tion 118.1(2) in its taxation year in which the period referred 
to in paragraph (a) expires if that paragraph is applicable or in 
which the earlier time referred to in paragraph (b) occurs if 
that paragraph is applicable. 
Pre-RSC History: That portion of subsec. 149.1(9) following 
para. (b) amended to substitute “paragraph 110.1(1)(a) or subsection 
118.1(2)” for “paragraph 110(1)(a)”, by 1988, c: 55, subsec. 134(6), 
applicable in respect of gifts made by donors in the 1988 or subse- 
quent taxation years of the donors. 


All that portion of subsec. 149.1(9) following para. (b) substituted 
by 1984, c. 45, subsec. 57(12), applicable to taxation years com- 
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mencing after 1983, That portion formerly read: 


shall, notwithstanding subsection (8), be deemed to be in- 
come of the charity for its taxation year in which the period 
referred to in paragraph (a) expires if that paragraph is appli- 
cable or in which the earlier time referred to in paragraph (b) 
occurs if that paragraph is applicable: 


(10) Deemed charitable activity — An amount 


paid by a charitable organization to.a qualified donee 
that is not paid out-of the income of the charitable 
organization’ shall be deemed to be a devotion of a 
resource of the charitable organization to a charitable 
activity carried on by it. 


Related Provisions: 149.1(12)(b) — Rules: — income. 


(11) [Repealed under former Act] 


Pre-RSC History: Subsec. 149.1(11), repealed by 1984, c..45, 
subsec. 57(13), applicable to taxation years commencing after 1983. 
Subsec. (11) formerly read: 


(11) Income ‘not to include taxable capital gains — For 
the purposes of this section, in computing the part, if any, of 
the aggregate of any amounts that is not less than a percent- 
age specified in any subsection of this section of any income 
for a period, the amount of such income shall be deemed to 
be the amount thereof computed without esse into account 
capital gains and losses. 


ns Rules — For the purposes of this section, 


(a) a corporation is controlled by a charitable 
foundation if more than 50% of the corporation’s 
issued share capital, having full voting rights 
under all circumstances, belongs to 


(i) the foundation, or 


(ii) the foundation ‘and persons with whom the 
foundation does not deal at'arm’s length, 


but, for the purpose of paragraph (3)(c) or (4)(c), 
as. the case may be,.a charitable foundation. shall 
be deemed not to have acquired control of.a cor- 
poration if it:has not purchased or otherwise: ac- 
quired for consideration more than 5% of the is- 
sued shares of any class of the capital stock of 
that corporation; 


(b) there shall: be included in computing the in- 
come of a charity for a taxation year all gifts re- 
ceived .by it.in the year including gifts from any 
other charity but not including 


(i) a specified gift or a gift referred to.in para- 
graph (a) or (b) of the description of A in the 
definition “‘disbursement sateen in subsection 
(1), cay 
(11) any gift or portion of a gift i in respect of 
which it is established that the donor is not a 
charity and 


(A). has not been allowed .a deduction 
under paragraph 110.1(1)(a) in computing 
the donor’s taxable income or under sub- 
section 118.1(3) in computing the donor’s 
tax payable under this Part, or 


(B) was not taxable under section, 2.for the 
taxation year.in which the gift was made, 


S. 149.1(14) 


Or 


(iii) any gift, or portion.of a gift in respect of 
which it is established that the donor is a char- 
ity and that the gift was not made out of the 
income of the donor; and 


(Cc) subsections 104(6) and (12) are not applicable 

in computing the income, of.a charitable founda- 

tion that is a trust. | 
Pre-RSC History: Cl. 149.1(12)(b)(ii)(A) substituted by 1988, c. 
55, subsec. 134(7), applicable in respect of gifts made by donors in 


the 1988 or subsequent taxation years of the donors. Cl. 
149:1(12)(6)Gi)(A) formerly read: 
(A) has not been allowed a deduction under paragraph 
~110(1)(a) in computing his taxable income, or 
All that portion of para. 149.1(12)(a) following subpara. (i) and 
subpara: 149.1(12)(b)(i) substituted by 1984, ¢. 45, subsecs. 57(14), 
(15), applicable: to taxation years commencing after 1983. That por- 
tion of para. (a) following subpara. (ii) and subpara. (b)(i) formerly 
read: bil 
but a charitable foundation, shall: be deemed not to have ac- 
quired control of a corporation if it has not purchased or oth- 
erwise acquired for a consideration any of the shares in the 
capital stock of that corporation; 


(1) any gift received subject to a trust or direction to’ the 
effect that the property given, or, property substituted 
therefor, is to be held by the*charity for a period of not 
less than 10 years, 


Interpretation Bulletins: IT-244R3: Gifts by individuals of life 
insurance policies as charitable donations. See also list at end of s. 
149.1. 


Information Circulars: 80-10R: eens charities: operating a 
registered charity. 


(13) Designation of private foundation as 
public — On application made to the Minister by a 
private foundation, the Minister may, on such terms 
and conditions as the Minister considers appropriate, 
designate the foundation to be a: public foundation, 
and on and after the date specified in such a designa- 
tion, the foundation to which it relates shall, until 
such time, if any, as the Minister revokes the desig- 
nation, be deemed to be.a public foundation. 
Related Provisions: 149.1(6.3) — Designation as public founda- 
tion, etc. 


Forms: T2095: Canadian charities — application for re- 
designation. 


(14). Information returns — Every , registered 
charity shall, within 6 months from the end of each 
taxation year of the charity, file with the Minister 
both an information return and a public information 
return for the year, each in prescribed form and con- 
taining prescribed information, without notice or de- 
mand therefor. 3 

Related Provisions: 149.1(15) — Public information return may 


be disclosed to the public; Reg. 204(3)(c) — Annual T3 return not 
required. 


Pre-RSC History: Subsec. 149.1(14) substituted by 1984, c. 45, 
subsec. 57(16), to substitute “6” for “3”, applicable to 1984 et seq. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 
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Forms: T3010: Registered charities information return. 


(15) Information may be communicated — 
Notwithstanding section 241, 


(a) the information contained in a public informa- 
tion return referred to in subsection (14) shall be 
communicated or otherwise made available to the 
public by the Minister in such manner as the 
Minister deems appropriate; and 


(b) the Minister may make available to the public 
in such manner as the Minister deems appropriate 
an annual listing of all registered or previously 
registered charities indicating for each the name, 
location, registration number, date of registration 
and, in the case of a charity the registration of 
which has been revoked, annulled or terminated, 
the effective date of the revocation, annulment or 
termination. 


Pre-RSC History: Subsec. 149.1(15) substituted by 1979, c. 5, s. 
52. Subsec. 149.1(15) formerly read: 


(15) Notwithstanding section 241, the information contained 
in a public information return referred to in subsection (14) 
shall be communicated or otherwise made available to the 
public by the Minister in such manner as he deems 
appropriate. 
Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(16) [Repealed under former Act] 


Pre-RSC History: Subsec. 149.1(16) repealed by 1984, c. 45, 
subsec. 57(17), applicable to taxation years commencing after 1983. 
Subsec. 149.1(16) formerly read: 


(16) Penalty tax — Where the registration of a ehiititys is re- 
voked in. the manner described in section 168, the charity 

~ shall, or or before the day that is one year after the day on 
which such revocation is effective, pay a special tax under 
this Part equal to the amount by which 


(a) the fair market value of all its assets on the day that 
notice of the Minister’s intention to revoke its registra- 
tion is mailed, : 


exceeds the aggregate of 


(b) the fair market value on that day of any assets of the 
charity transferred by it after that day and within one year 
from that day to a registered charity or to a qualified 
donee, 


(c) amounts. paid by the charity after that day in respect 
of bona fide debts of the charity that were outstanding on 
that day, and 


(d) the amount of such reasonable expenses as are in- 
_ curred by the charity within the period described in para- 
graph (b). 
Para. 149.1(16)(a) substituted oy 1977-78, c. 1, subsec. 75(1), appli- 
cable to 1977 et seq. 


(17) [Repealed under poi Act] 


Pre-RSC History: Subsec. 149.1(17) repealed by 1984, c. 45, 
subsec. 57(17), applicable to taxation years commencing after 1983. 
Subsec. 149.1(17) formerly read: 


(17) Idem —A person, not being a registered charity or a 
qualified donee, who, on or after the day that notice of the 
Minister’s intention to revoke the registration of a charity is 
mailed, receives any amount from that charity is jointly and 
severally liable with the charity for that portion of the tax im- 
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posed on the charity by subsection (16) that is equal to the 
amount by which 


(a) the amount received by him from the charity, 
exceeds 


(b) the aggregate of amounts received by him from the 
charity each of which is an amount described in para- 
graph (16)(c) or (d). 
That portion of subsec. 149.1(17) preceding para. (a) amended by 
1977-78, c. 1, subsec. 75(2), to substitute “on or after the day that 
notice of the Minister’s intention to revoke the registration of a 
charity is mailed” for “after the day on which the revocation, of the 
registration of a charity is effective”, applicable to 1977 et seq. 


(18) [Repealed under former Act] 


Pre-RSC History: Subsec. 149.1(18) repealed by 1984, c. 45, 
subsec. 57(17), applicable to taxation years commencing after 1983. 
Subsec. 149.1(18) formerly read: 
(18) Rules relating to computation of income — In com- 
puting the income of a charitable foundation for a taxation 
year for the purpose of subparagraphs (1)(e)(ii) or (3)(b)(ii) 
(a) there may be deducted an amount not exceeding its 
income for the year computed without including or de- 
ducting any amount under this subsection; and 


(b) there shall be included any amount that has been de- 
ducted under this subsection for the immediately preced- 
ing taxation year. 
Para. 149.1(18)(a) substituted by 1980-81-82-83, c. 48, subsec. 
84.1(1), to delete “preceding the taxation year” from the expression 
“for the year preceding the taxation year”, applicable to taxation 
years commencing after October 28, 1980. 
All that portion preceding para. 149.1(18)(a) substituted by 1977- 
78, c. 1, subsec. 75(2), applicable to 1977 et seg. 


(19) [Repealed under former Act] 


Pre-RSC History: Subsec. 149.1(19) repealed by 1980-81-82-83, 
c. 48, subsec. 84.1(2), applicable to taxation years commencing af- 
ter October 28, 1980. Subsec. 149.1(19) formerly read: 


(19) Election in respect of first taxation year — For the 
purpose of determining whether a charitable foundation has 
complied with the requirements of subparagraph (3)(b)(ii) or 
paragraph (4)(b), as the case may be, for its first taxation year 
after its incorporation or creation, the whole or any part of 
amounts expended by it in the immediately subsequent taxa- 
tion year shall, if it so elects, be deemed to have been ex- 
pended by it in the first taxation year and not in the subse- 
quent taxation year. 


(20) Rule regarding disbursement excess — 
Where a registered charity has expended a disburse- 
ment excess for a taxation year, the charity may, for 
the purpose of determining whether it complies with 
the requirements of paragraph (2)(b), (3)(b) or 
(4)(b), as the case may be, for the immediately pre- 
ceding taxation year of the charity and 5 or less of its 
immediately subsequent taxation years, include in 
the computation of the amounts expended on charita- 
ble activities carried on by it and by way of gifts 
made by it to qualified donees, such portion of that 
disbursement excess as was not so included under 
this subsection for any preceding taxation year. 


Related Provisions: 
defined. 


Pre-RSC History: Subsec. 149.1(20) substituted by 1984, c. 45, 
subsec. 57(18), applicable to 1984 et seg. Subsec. 149.1(20) for- 


149.1(21) — “Disbursement excess” 
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merly read: 
(20) Where a charity has, with the prior approval in writing of 
the Minister, expended a disbursement excess: for.a taxation 
year for a particular purpose specified by the Minister in, the 
approval and on such terms and conditions, if any, as were ., 
specified by the Minister therein, the charity may, for the pur- 
pose of determining whether it complies with the require- 
ments of paragraph (2)(b) or (4)(b) or subparagraph (3)(b) (i); 
as the case may be, for its taxation years immediately subse- 
quent to that taxation year but not exceeding three in number, 
include in the computation of the amounts expended on chari- 
table activities carried on by it and by way of gifts made‘by it 
to qualified donees, such portion of the disbursement excess 
for that taxation year as was not so included under this sub- 
section for a previous taxation year. 


Information Circulars: 80- 10R: Registered charities: operating a 
registered charity, . . 


(21) Definition: of veneHureeinent excess” 
For the purpose. of subsection (20), whi dtepent 
excess” for a taxation year of a charity means ,the 
amount, if any, by which 


(a) the total of amounts expended in the year by 
the charity on charitable activities carried on by it 
or by way of gifts made by it to qualified donees 


exceeds 


bursement quota for the year, and 


(c) in the case of a charitable pi cements the to- 
tal. of 


(i) 80% of the amount that would be deter- 


_ mined for the year for A, and 


(ii) the amount that would be determined for 
the’ year for A.l, 


in n the definition “disbursement quota” in subsec- — 


tion (1) in respect of the organization, if it were a 
charitable foundation. 


Related Provisions: 149. kes 1) — Exclusions. 
History: Para. 149, 1(21)(c) amended by 1994, ed Subsce. 74(6), 


read: 


(Cc). in: . the. case of a charitable organization, 80% of the 
amount that. would be determined for the year for A in the. 
definition “disbursement quota” in subsection.(1) in respect 
of the organization if it were a charitable foundation. 


Pre- RSC History: Paras. 149,1(21)(b), (c) substituted by 1984, c. 
45, subsec. 57(19), applicable to 1984 et seg. Paras. 149. ae 
and (c) formerly read: 


(b) in the case of a charitable foundation. the aggregate of its : 
income for the year computed. without regard to: subsection 
(18) and the amount, if any, required by paragraph (18)(b) to 
be included in computing its income for the year; and 

(c) in the case of a charitable organization, the aggregate of 


amounts for which it issued receipts described in paragraph 
110(1)(a) in its immediately preceding taxation year. 


Forms: T3010: Registered charity information return and public 
information return (Schedule 2, line 19: net disbursement excess). 
Pre-RSC History [s. 149.1]: S. 149.1 added'by 1976-77, c. 4, 
subsec. 60(1), applicable 'to'1977 et seq. 


1976-77, c. 4, subsecs. 60(3)-(5) provide:* 


(3) An organization’ that, on'December.31, 1976, was a regis- 


(b) in the’case of ‘a charitable foundation; its dis- _ 


applicable to taxation years that begin after 1992. ae (c) formerly | 
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tered Canadian charitable organization within thé meaning of 
.. that expression for the purposes of the Income Tax Act as itread 
in its application to the 1976 taxation year, shall, after, that day, 
be deemed to be a registered charity within the meaning of that 
. expression for the purposes.of the Income Tax Act as amended 
by this Act until such time, if any, as its registration, is revoked. 


(4) For the purpose of applying the definition “disbursement 
quota” in paragraph 149.1(1)(e) of the Income Tax Act, as en- 
acted by this section, in respect of the 1977 and 1978 taxation 

"years of private foundations, there shall be substituted for the 
percentage appearing in clause (A) thereof the following per” 
centages in respect of the following taxation years: 


(a) in respect of 1977 taxation years ote in 1976, 
zero per cent; 


(b) in respect of 1977 and 1978 taxation years commencing 
in 1977, 3 per cent; and 


i (c) in respect of all other 1978 taxation years, 4 per Cent. 


(5) For the purpose. of applying the provisions of subsection 
149.1(18) of the Income. Tax Act, as enacted by this section, in 
respect of the 1977 taxation year of.a foundation, paragraphs (a) 
and. (b) thereof shall be read and construed as follows: 


(a) there maybe deducted an amount: not exceeding its 
income for the 1976 taxation year computed without in- 
cluding or deducting. any amount under subsection 149(9) 
as it read in-its application to that taxation year, and 


(b) there shall be included any amount that has been de- 
ducted for the 1976 taxation year under subsection 
149(9) as it read in its application to that taxation year; 


Definitions [s. 149.1]: “amount” — 248(1); “arm’s length? — 
251(1);. “associated” — 149.1(7); “charitable foundation”, “charita- 
ble organization”, “charitable purposes”,. “charity” — 149.1(1); 
“class” of shares — 248(6); “control” — 149.1(12)(a); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “deferred profit sharing 
plan” — 147(1), 248(1); “disbursement excess” — 149.1(21);, “dis- 
bursement quota” — 149.1(1); “income” — of charity 149.1(12)(b); 
“Minister” — 248(1); “mutual fund corporation” — 131(8), 248(1); 
“mutual fund trust” — 132(6), 248(1); “non-qualified invest- 
ment” — 149.1(1); person ‘‘prescribed” — 248(1); “private foun- 
dation” — 149.1(1);.“property” — 248(1); “public foundation”, 
. ; “registered charity” — 149.1(6.4), 
| ge) “related business” — 149.1(1); “resi i i 
250; “‘share” — 248(1); “‘specified gift” — 149.1(1); “substituted 
property” — 248(5); “tax payable” — 248(2); “taxable income” — 
2(2), 248(1); “taxation year” — 149.1(1), 249; “trust” — 104(1), 
248(1), (3); “writing” — Interpretation Act 35(1). 
Interpretation: Bulletins [s. 149.1]: IT-232R2: Non-capital 
losses, net capital losses, restricted farm losses, farm losses and lim- 
ited partnership’ losses — Their composition and deductibility in 
computing taxable income; IT-496: Non-profit organizations. 


” “ee 
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Returns 


150. (1) Returns — A return of income for each 
taxation year in the case of a corporation (other than 
a corporation that was a registered charity through- 
out the year) and in the- case of an individual, for 
each taxation year for which tax is payable by the 
individual or in which the individual has a taxable 
capital gain or has disposed of a capital property, 
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shall, without notice or demand therefor, be filed 
with the Minister in prescribed form and containing 
prescribed information, 


(a) corporations — in the case of a corpora- 
tion, by or on behalf of the corporation within 6 
months from the end of the year; 


Related Provisions: 183(1) — Return deadline for tobacco man- 
ufacturers’ surtax; 235 — Penalty on large corporations for failure 
to file return even where no balance owing; 236 — Execution of 
documents by corporations. See additional Related provisions and 
Definitions at end of 150(1) and at end of s. 150. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


Information Circulars: See list at end of subsec. 150(1). 


Forms: RC1: Request for a business number; RC6: Request to con- 
vert to the business number; RC5S7: Request for a business num- 
ber — Quebec; T2: Corporation income tax return; T2 Short: A 
simpler return for eligible corporations; T2-FTC: Sched 1 — 1987 
et seq.; T2S(1)(L): Tax calculations for life insurance companies 
(plus schedules L.1 to L.9); T9R-C: Remittance form — corpora- 
tions; T70: Saskatchewan royalty tax rebate calculation (corpora- 
tions); T549: New Brunswick small business corporate tax reduc- 
tion; T562: Label — corporation income tax return; T700: 
Saskatchewan corporate tax reduction for new small businesses; 
T701: Nova Scotia corporate tax reduction for new small busi- 
nesses; T708: Prince Edward Island small business deduction; 
1745: Newfoundland new small business deduction; T800: Mani- 
toba corporate tax reduction for new small businesses; T1001: 
Northwest Territories small business deduction; T1123: Part II tax 
return — tobacco manufacturers’ surtax; T2130: Reconciliation of 
net income per financial statements with net income for tax pur- 
poses; T2131: Supplementary information. schedule; T2203: Calcu- 
lation of tax — multiple jurisdictions. 


(b) deceased individuals — in the case of an 
individual who dies after October of the year and 
before the day that would be the individual’s fil- 
ing due date for the year if the individual had not 
died, by the individual’s legal representatives on 
or before the day that is the later of the day on or 
before which the return would otherwise be re- 
quired to be filed and the day that is 6 months 
after the day of death; 
Related Provisions: 70(2) — Return for rights or things; 
70(7)(a) — Special rules applicable re trust for benefit of spouse; 
127.55 — Minimum tax not applicable; 150(i)(d)(iii) — Deadline 
for deceased’s cohabiting spouse; 150(4) — Death of partner or 
proprietor of business; 159(1)—- Payments on behalf of others. See 
additional Related provisions and Definitions at end of 150(1) and 
at end of s. 150. 
History: Para: 150(1)(b) amended by 1996, c 21, subsec. 38(1), ap- 
plicable to 1995 et seg. Para. (b) formerly read: 
(b) in the case of an individual who dies after October in the 
year and before May in the immediately following taxation 
year, by the individual’s legal representatives within 6 
months after the day of death; 


Regulations: 206 (information return). 
Information Circulars: See list at end of subsec. 150(1). 
Forms: See under 150(1)(d). 
(c) trusts or estates — in the case of an estate 
or trust, within 90 days from the end of the year; 


Related Provisions: 104(23) — Testamentary trusts; 159(1)— 
Payments on behalf of others. See additional Related provisions and 
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Definitions at end of 150(1) and at end of s. 150. 
Regulations: 204 (information return). 


Information Circulars: 78-14R2: Guidelines for trust companies 
and other persons responsible for filing T3R-IND, T3R-G, T3RIF- 
IND, T3RIF-G, T3H-IND, T3H-G, T3D, T3P, T3S, T3RI and T3F 
returns. See also list at end of subsec. 150(1). 

Forms: 94-115: Election to report a capital gain on property owned 
by a personal trust at the end of February 22, 1994; T3: Trust in- 
come tax and information return, with schedules; T3 Summ: Sum- 
mary of trust income allocations and designations; T3 Supp: State- 
ment of trust income; T3ATH-IND: Amateur athlete trust income 
tax return; T3D: DPSP or revoked plan information and income tax 
return; T3E-G: RESP (group) information return; T3P: Employees’ 
pension plan information return and income tax return; T3R-IND: 
RRSP individual information return and income tax return; T3RIF- 
G: RRIF group information return; T3RIF-IND: RRIF individual in- 
formation return and income tax return; T3S: Supplementary unem- 
ployment benefit plan information and income tax return; T1013; 
Consent form; T1061: Canadian amateur athlete trust group infor- 
mation return; T1139: Reconciliation of 1995 business income for 
tax purposes. — 


(d) individuals — in the case of any other per- 
son, on or before 


(i) the following April 30 by that person or, if 
the person is unable for any reason to file the 
return, by the person’s guardian, committee or 
other legal representative (in this paragraph 
referred to as the person’s “guardian’”), 


(ii) the following June 15 by that person or, if 
the person is unable for any reason to file the 
return, by the person’s guardian where the 
person is 


(A) an individual who carried on a busi- 
ness in the year, unless the expenditures 
made in the course of carrying on the busi- 
ness were primarily the cost or capital cost 
of tax shelters (within the meaning as- 
signed by subsection 237.1(1)), or 


(B) at any time in the year a cohabiting 
spouse (within the meaning assigned by 
section 122.6) of an individual to whom 
clause (A) applies, or 


(iii) where at any time in the year the person is 
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a cohabiting spouse (within the meaning as- 
signed by section 122.6) of an individual to 
whom paragraph (b) applies for the year, on 
or before the day that is the later of the day on 
or before which the person’s return would 
otherwise be required to be filed and the day 
that is 6 months after the day of the individ- 
ual’s death; or 


Related Provisions: 70(7)(a) — Special rules applicable re trust 
for benefit of spouse; 96(1.6) — Members of partnership deemed to 
carry on business of partnership for purposes of s. 150; 119— 
Averaging for farmers and fishermen; 180.2(5) — Return required 
by residents and non-residents for OAS clawback calculation; 

237(1) — Application for Social Insurance Number. See additional 
Related provisions and Definitions at end of 150(1) and at end of s. 
150. 


History: Para. 150(1)(d) amended by 1996, c. 21, subsec. 38(2), 
applicable to 1995 et seq. Para. (d) formerly read: 


(d) individuals — in the case of any other person, on or 
before April 30 in the next year by that person or, if the per- 
son is unable for any reason to file the return, by the person’s 
guardian, committee or other legal representative; or 


Forms: T1 General: Individual income tax return; T1-Adj: Adjust- 
ment request; T1C: Provincial tax credits; T1-CP Summ: Return in 
respect of certified productions; T1-CP Supp: Statement of certified 
productions; T1-MTR: Manitoba tax reduction; T78: Manitoba min- 
eral tax rebate application (individuals), T79: Alberta royalty tax re- 
bate calculation and application (individuals); T81: B.C. royalty and 
deemed income rebate calculation and application; T82: Saskatche- 
wan royalty tax rebate calculation (individuals); T85: Nova Scotia 
research and development tax credit; T87: British Columbia refund- 
able tax credits; T89: Alberta stock savings plan tax credit, T1124: 
GST and income tax reconciliation form; T1129: Newfoundland 
scientific research and experimental development tax credit; Tl foo: 
Reconciliation of 1996 business income for tax purposes; T1159: 
Income tax return for individuals electing under s. 216. 


(e) designated persons — in a case where no 
person described by paragraph (a), (b) or (d) has 
filed the return, by such person as is required by 
notice in writing from the Minister to file the re- 
turn, within such reasonable time as the notice 
specifies. 


Related Provisions [subsec. 150(1)]: 149(12) — Non-profit 
organizations — information return; 149.1(14) — Charity informa- 
tion returns; 150.1 — Electronic filing; 162(1) — Penalty for late 
filing; 220(3) — Extension of time for filing return; 233.1 — Re- 
turn of transactions with related non-residents; 248(1) — Definition 
of “filing-due date”; Reg. 229 — Partnership information returns; 
Reg. 8409 — Registered pension plan information return, Interpre- 
tation Act 26 — Extension of deadline where it falls on Sunday or 
holiday. See also Related provisions and Definitions at end of s. 
150. 


History [subsec. 150(1)]: That portion of subsec. 150(1) preced- 
ing para. (a) substituted by 1994, c. 7, Sch. VII (1992, c. 48), s. 14, 
applicable to 1993 et seq. That portion formerly read: 


150. (1) Returns — A return of income for each taxation 
year in the case of a corporation (other than a corporation that 
was a registered charity throughout the year) and in the case 
of an individual, for each taxation year for which tax is paya- 
ble or would be payable if this Part were read without refer- 
ence to sections 127.2 and 127.3, in which the individual has 
a taxable capital gain or has disposed of a capital property, or 
for which a payment has been received by the individual 
under section 164.1, shall, without notice or demand therefor, 
be filed with the Minister in prescribed form and containing 
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prescribed information, ° 


Para. 150(1)(b) substituted, by 1994; c. 7, Sch. IL. (1991, c. 49),'s. 
124, applicable to deaths occurring after October 1990. Para. 
150(1)(b) formerly read: 


(b) deceased persons — in the case of a person who has. . 
died without making the return, by the person’s legal repre- 
sentatives, within 6 months from the day of death, 


Pre-RSC History [subsec. 150(1)]: All that portion of subsec. 
150(1) preceding para. (a) amended by 1986, c. 44, 's. 2, to substi- 
tute “in which the individual has a taxable capital gain or has dis- 
posed of a capital property, or for which a payment has been re-+ 
ceived by the individual under section 164.1,” for.“or in which the 
individual has a taxable capital gain or has disposed of a capital 
property”, applicable to 1986 ef seq. 


All that portion of subsec. 150(1) preceding para. (a) substituted by 
1986, c. 6, s. 86, Se to 1985 et seg. That portion of subsec. 
150(1) formerly read: 


150. (1) Returns — A return r the income for each taxation 
year in the case of a-corporation (other than’a corporation that 
was a registered. charity throughout the year) and for each 
taxation year for which a tax is payable, or would be payable 
if this Part were read without reference to sections 127.2 and 
127.3, in the case of an individual shall, without notice or de- 
mand therefor, be filed with the Minister in Sia aaah form 
and containing prescribed information, 
Para. 150(1)(d) amended by' 1985, c. 45, subsec. 85(1), to Substitute 
“guardian, committee or other” for “guardian, curator, tutor, com- 
mittee or other’. 
All that portion of subsec. 150(1) preceding para. (a) substituted by 
1984, c. 45, s. 58, to add. “(other than a corporation that was a regis- 
tered charity throughout the year)” and “or would.be payable if this 
Part were read without reference to sections 127.2 and 127.3,”, ap- 
plicable to 1983 et seq, 
Selected Cases [subsec. 150(1)]: Hooper et al, v.,The Queen, 
[1982] C.T.C. 95 (FCTD) (Crown’s liability for act of negligence 
bestowing right to refunds). 
Information Circulars [subsec. 150(1)}: 78-5R2: Communal 
organizations; 85-1R2: Voluntary disclosures; 92-5: T1, T2, and T3 
custom returns; 93-4: Custom and facsimile forms; 94-3: List of 
forms and publications available for use by the public. 


(2) Demands for returns — Every person, 
whether or not’the person is liable to pay tax under 
this Part for a taxation year and whether or not a re- 
turn has been filed under subsection (1) or (3), shall, 
on demand from the Minister, served personally or 
by registered letter, file, within such-reasonable time 
as may be stipulated in the demand, with the Minis- 
ter in prescribed form and containing prescribed in- 
formation a return of the income for the taxation 
year designated in the demand. 

Related Provisions: 162(2).— Repeated penalties; 233 — De- 
mand for information return; 248(7)(a) —- Mail deemed received on 


day mailed. See additional Related provisions and Definitions at 
end of s. 150. 


Selected Cases [subsec. 150(2)]: Aulakh v. Canada, [1995] 2 
C.T.C. 526 (Alta. Prov. Ct.) (Crown has choice of proceeding under 
section 150 or by way of prosecution); Miller v. Canada, [1994] 2 
C.T.C. 2230 (TCC) (Penalties vacated where: evidence of personal 
service of demand was insufficient); Skalbania, N.M., Ltd. v. Can- 
ada, [1989] 2 C.T.C. 183 (B.C. Co Ct).(Request to file tax returns 
made under wrong provision; taxpayer’s. appeal against conviction 
allowed); The Queen v. Merkle, [1979] C.T.C. 519 (Alta. CA) (Put- 
ting tax file in accountant’s hands within time limit was valid de- 
fence); Regina v. Harvey, 74 DTC 6250 (B.C. Co Ct) (Conviction 
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of taxpayer not receiving demand to file tax returns overturned). 


(3) Trustees, etc. — Every trustee in bankruptcy, 
assignee, liquidator, curator, receiver, trustee or 
committee and every agent or other person adminis- 
tering, managing, winding up, controlling or other- 
wise dealing with the property, business, estate or in- 
come of a person who has not filed a return for a 
taxation year as required by this section shall file a 
return in prescribed form of that person’s income for 
that year. 

Related Provisions: 159 — Payments on behalf of others; 


162(3) — Penalties; 163(1) — Repeated failures. See additional Re- 
lated provisions and Definitions at end of s. 150. 


Regulations: 204 (information returns). 


(4) Death of partner or proprietor — Where a 
taxpayer who is a partner or an individual who is a 
proprietor of a business died after the end of a fiscal 
period but before the end of the calendar year in 
which the fiscal period ended, the taxpayer’s income 
as such partner or proprietor for the period com- 
mencing immediately after the end of the fiscal pe- 
riod and ending at the time of death shall be included 
in computing the taxpayer’s income for the taxation 
year in which the taxpayer died unless the taxpayer’s 
legal representative has elected otherwise, in which 
case the legal representative shall file a separate re- 
turn of income for the period under this Part and pay 
the tax for the period under this Part as if 


(a) the taxpayer were another person; 
(b) the period were a taxation year; 


(c) that other person's only income for the period 
were that person’s income as such pare or pro- 
prietor for that period; and 


(d) subject to sections 114.2 and 118.93, that 
other person were entitled to the deductions to 
which the taxpayer was entitled under sections 
110, 118 to 118.7 and 118.9 for the period in 
computing the taxpayer’s taxable’income or tax 
payable under this Part, as the case may be, for 
the period. 


Related Provisions: 70 — Rules for year of death; 114.2 — De- 
ductions in separate returns; 118.93 — Credits in separate returns; 
120.2(4)(a) — No minimum tax carryover; 127.1(1)(a)—No re- 
fundable investment tax credit; 127.55 — Minimum tax not applica- 
ble to year of death; 150(1)(b) — Deadline for deceased’s return; 
162(5) — Penalties — failure to provide information return; 
163(1) — Repeated failures. See additional Related provisions and 
Definitions at end of s. 150. 


Pre-RSC History: Para. 150(4)(d) substituted by 1988, c..55, s. 
135, applicable to 1988 et seg. Para. 150(4)(d) formerly read: 


(d) subject to section 114.2, that other person were entitled to 
the deductions to which the taxpayer was entitled under sec- 
tions 109 to 110.2 for the period in computing his taxable in- 
come for the period. 


Subsec. 150(4) substituted by 1985, c. 45, subsec. 85(2), applicable 
to 1985 et seg. Subsec. 150(4) formerly read: 


(4) Death of partner or proprietor — Where a partner or an 
individual who is a proprietor of a business. died after the 
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close of a fiscal period but before the end of the calendar year 
in which the fiscal period closed, a separate return of the tax- 
payer’s income as a member of the partnership or as a propri- 
etor of the business, after the close of the fiscal period to the 
time of death, may be filed and, if such a separate return is 
filed, the tax under this Part shall be paid on the taxpayer’s 
income as such member or proprietor after the close of the 
fiscal period to the time of death as if that income were the 
income of another person. | 


Interpretation Bulletins [subsec. 150(4)]: IT-278R2: Death of 
a partner or of a retired partner; IT-326R3: Returns of deceased per- 
sons as “another person’. 


Related Provisions [s. 150]: 11 — Proprietor of business; 
149.1(14) — Registered charity information returns; 151 — Esti- 
mate of tax; 152(6) — Reassessment; 162 — Penalties; 163 — Fail- 
ure to file return; 180.1(3) — Individual surtax — return; 220(3) — 
Extension for filing return; 238 — Offences. 


Definitions [s. 150]: “business” — 248(1); “capital property” — 
54, 248(1); “corporation” — 248(1), Interpretation Act 35(1); “es- 
tate” — 104(1), 248(1); “filing-due date” — 248(1); “fiscal pe- 
riod” — 248(1), 249.1; “individual”, “Minister”, “person”, “‘pre- 
scribed”, “property” — 248(1); “registered charity” — 248(1); “tax 
; “taxable capital gain” — 38(a), 248(1); “taxa- 


” “ee 


ble income” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “trust” —104(1), 248(1), (3); “writing” — Interpretation 
Act 35(1). 


Interpretation Bulletins [s. 150]: IT-109R2: Unpaid amounts; 
IT-232R2: Non-capital losses, net capital losses, restricted farm 
losses, farm losses and limited partnership losses — their composi- 
tion and deductibility in computing taxable income. 


150.1 (1) Definition of “electronic filing” — For 
the purposes of this section, “electronic filing” 
means using electronic media in a manner specified 
in writing by the Minister. 


(2) Filing of return by electronic transmis- 
sion — A person who meets the criteria specified in 
writing by the Minister may file a return of income 
for a taxation year by way of electronic filing. 


Related Provisions: 244(21) — Proof of electronic. filing; 
244(22) — Electronic filing of information return. 


Forms: 1200: Electronic filing application. 


(3) Deemed date of filing — For the purposes of 
section 150, where a return of income of a taxpayer 
for a taxation year is filed by way of electronic fil- 
ing, it shall be deemed to be a return of income filed 
with the Minister in prescribed form on the day the 
Minister acknowledges acceptance of it. 


(4) Declaration — Where a return of income of a 
taxpayer for a taxation year is filed by way of elec- 
tronic filing by a particular person (in this subsection 
referred to as the “‘filer”) other than the person who 
is required to file the return, the person who is re- 
quired to file the return shall make an information 
return in prescribed form containing prescribed in- 
formation, sign it, retain a copy of it and provide the 
filer with the information return, and that return and 
the copy shall be deemed to be a record referred to in 
section 230 in respect of the filer and the other 
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person. 


History: Subsec. 150.1(4) substituted by 1994, c. 21, s. 75, applica- 
ble after 1991. That subsec. formerly read: 


(4) Declaration — Where a return of income of a taxpayer 
for a taxation year is filed by way of electronic filing by a 
particular person (in this subsection referred to as the “filer”) 
other than the person who is required to file the return, the 
filer shall, if required by regulation, obtain from the other 
person a signed statement in prescribed form, retain one copy 
of the statement and provide the other person with a copy, 
and the statement shall be deemed to be a record referred to 
in section 230 in respect of the filer and. the other person. 


Forms: T183: Information return for electronic filing. 


(5) Application to other Parts — This section 
also applies to Parts I.1 to XIII, with such modifica- 
tions as the circumstances require. 

History [s 150.1]: S. 150.1 added by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 89, applicable to 1992 et seg., and subsec. 150.1(5), in its 
application to Parts X, X.1, X.2, X.4, XI, XI.1 and XI1.2, applies 
after 1991 as if subsecs. (1) to (4) applied after 1991. 


Selected Cases [s. 150.1]: Crisanti v. Canada, [1996] 2 C.T.C. 
2603 (TCC) (Late filing penalty applied in respect of electronically 
filed return). ; 


Definitions [s. 150.1]: “electronic filing” — 150.1(1); “filer? — 
150.1(4); “Minister”, “person”, “prescribed”, “regulation” — 
248(1); “taxation year” — 249; “writing” — Interpretation Act 
35(1). 


Estimate of Tax | 


151. Estimate of tax — Every person required by 
section 150 to file a return of income shall in the re- 
turn estimate the amount of tax payable. | 
Related Provisions: 104(23) — Testamentary trusts; 150 — Re- 
turns; 155 — Farmers and fishermen; 156.1(4) — Payment of bal- 
ance owing — individuals; 157(1), (2) — Corporations; 162(3) — 
Penalty — failure to complete return; 180.1 — Individual surtax — 
Estimate of tax; 183(3) — Provision applicable to Part II; 187(3) — 
Provision applicable to Part IV; 193(8) — Provision applicable to 
Part VII; 195(8) — Provision applicable to Part VIII; 219(3) — Pro- 
vision applicable to Part XIV. - 


Selected Cases [s. 151]: The Queen v. Reid, [1988] 1 C.T.C. 
313 (Alta. CA) (Requirement to estimate tax in tax return not Char- 
ter violation). 


Definitions [s. 151]: “amount”, “person” — 248(1). 
Assessment 


152. (1) Assessment — The Minister shall, with 
all due dispatch, examine a taxpayer’s return of in- 
come for a taxation year, assess the tax for the year, 
the interest and penalties, if any, payable and deter- 
mine . 


(a) the amount of refund, if any, to which the tax- 
“payer may be entitled by virtue of section 129, 
131, 132 or 133 for the year; or 


(b) the amount of tax, if any, deemed by subsec- 
tion 120(2), 120.1(4), 122.5(3), 125.4(3), 
127.1(1), 127.41(3) or 210.2(3) or (4) to be paid 
on account of the taxpayer’s tax payable under 
this Part for the year or deemed by subsection 


S. 152(1.1) 


119(2) to be an overpayment... 
Related Provisions: 152(1.4) — Determination of income of 
partnership; 152(2) — Notice of assessment; 152(4), (5) — Reas- 
sessment; 158— Remainder payable forthwith upon assessment, 
160.2(3) —— Minister may assess recipient under RRSP or RRIF; 
166 — Irregularity or error in assessment; 244(15) — Date when 
assessment made. 
History: Para. 152(1)(b) amended by 1996, c. 21, s. 39, applicable 
to 1995 et seq. Para. (b) formerly read: 
(b) the amount of tax, if any, deemed by subsection 120(2), 
120.1(4), 122.5(3), 127.1(1), 127.41(3) or 210.2(3) or (4) to 
be paid on account of the taxpayer’s tax payable under this 
Part for the year or deemed by subsection 119(2) to be an 
overpayment. 
Para: 152(1)(b) amended by 1995, c. 3, subsec. 46(1), applicable to 
taxation years that end after February 22, 1994. Para. (b) formerly 
read: 
(b) the amount of tax, if any, deemed by subsection 120(2), 
120.1(4),.122.5(3), 127.1(1) or 210.2(3) or (4) to be paid on 
account of the taxpayer’s, tax under this Part for the year or 
deemed by subsection 119(2) to be an overpayment. 
Para. 152(1)(b) substituted by 1994, c. 21, subsec. 76(1), applicable 
to 1993 et seg. That para. formerly read: 
(b) the amount of tax, if any, deemed by subsection 120(2), 
120.1(4), 122.5(3), 127.101), 144(9) or 210.2(3) or (4) to be 
paid on account of the taxpayer’s tax under this Part for the 
year or deemed by subsection 119(2) to be an overpayment. 


Para. 152(1)(b) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 

subsec. 15(1), applicable to 1993 et seq. Para. (1)(b) formerly read: 
(b) the amount of tax, if any, deemed under subsection 
119(2), 120(2), 120.1(4),: 122.2(1),..122.5(3), -127.1(1), 
127.2(2), 144(9) or 210.2(3) or (4) to be paid on account of 
the taxpayer’s tax under this Part for the year. 

Pre-RSC History: See under subsec. 152(3.1). 


Selected Cases [subsec. 152(1)]: Schatten v. MNR, [1996] 2 
C.T.C. 13D (FCTD) (Minister must process return even if of the 
view that. taxpayer non-resident); Ginsberg v. Canada, [1994] 2 
C.T.C. 2063 (TCC) (Once significant delay established, onus on 
Crown to establish delay not unreasonable. Delay of one and a half 
years prima facie unreasonable); Rodmon Constr. Inc. v. The 
Queen, [1975]'C.T.C. 73 (FCTD) (Assessment vacated where Min- 
ister failed to act with “‘all due dispatch’). 


Forms: T1452: Notice of assessment. 


(1.1) Determination of losses — Where the Min- 
ister ascertains the amount of a taxpayer’s non-capi- 
tal loss, net capital loss, restricted farm loss, farm 
loss or limited partnership loss for a taxation year 
and the taxpayer has not reported that amount as 
such a loss in the taxpayer’s return of income for that 
year, the Minister shall, at the request of the tax- 
payer, determine, with all due dispatch, the amount 
of the loss and shall send a notice of determination to 
the person by whom the return was filed. 

Related Provisions: 111 — Losses deductible; 152(1.4) — De- 
termination of loss of partnership; 160.2(3) — Minister may assess 
recipient under RRSP or RRIF; 244(14) — Presumption re date of 
mailing of notice of determination; 244(15) — Determination 
deemed made on date mailed; 248(7)(a) — Mail deemed received 
on day mailed. 

Pre-RSC History: See under subsec. 152(3.1). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; IT-512: Determination and redeter- 
mination of losses. 
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Information Circulars: 84-1: Revision of capital cost allowance 
claims and other permissive deductions. 


(1.11) Determination pursuant to, subsec. 
245(2) — Where at any time the Minister ascertains 
the tax consequences to a taxpayer by reason of sub- 
section 245(2) with respect to a transaction, the 
Minister 


(a) shall, in the case of a determination pursuant 
to subsection 245(8), or 


(b) may, in any other case, 


determine any amount that is relevant for the pur- 
poses of computing the income, taxable income..or 
taxable income earned in Canada of, tax or other 
amount payable by, or amount refundable to, the tax- 
payer under this Act and, where such a determina- 
tion is made, the Minister shall send to the taxpayer, 
with all due dispatch, a notice of determination stat- 
ing the amount so determined. 


Related Provisions: 152(1.111) — Definitions in subsec. 245(1) 
apply; 152(1.12) — Limitation; 152(1.3) — Determination binding; 
244(14) — Presumption re date of mailing of notice of determina- 
tion; 244(15) — Determination deemed made on date mailed; 
248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: See under subsec. 152(3.1). 


Forms: T1008: Notice of determination/redetermination. 


(1.111) Application of subsec. 245(1) 3; The 
definitions in subsection 245(1) apply to subsection 
Cheb iy, 


Origin of subsec. 152(1.111): R.S.C. 1985, c. 1 (Sth Supp.) 
(formerly contained in the opening words of subsec. 245(1)). 


(1.12) When determination not to be made — 
A determination of an amount shall not be made 
with respect to a taxpayer under subsection (1.11) at 
a time where that amount is relevant only. for the 
purposes of computing the income, taxable income 
or taxable income earned in Canada of, tax or other 
amount payable by, or amount refundable to, the tax- 
payer under this Act for a taxation year ending 
before that time. 


Pre-RSC History: See under subsec. (Sal). 


(1.2) Provisions applicable — Paragraphs 
56(1)(1) and 60(0), this Division and Division J, as 
they relate to an assessment or a reassessment and to 
assessing or reassessing tax, apply, with such modi- 
fications as the circumstances require, to a determi- 
nation or redetermination of an amount under this 
Division or an amount deemed under section 122.61 
or 126.1 to be an overpayment on account of a tax- 
payer’s liability under this Part, except. that subsec- 
tions (1) and (2) do not apply to. determinations 
made under subsections (1.1) and (1.11): and, for 
greater certainty, an original determination of a :tax- 
payer’s non-capital loss, net capital loss, restricted 
farm loss, farm loss or limited partnership loss for a 
taxation year may be made by the Minister only at 


the request of the taxpayer. 


Related Provisions: 96(2.1) —Limited partnership losses; 
111 — Losses deductible; 160. ae — Minister may assess recipient 
under RRSP or RRIF. : Pong PS 


History: Subsec. 152(1.2) bieihied a 1994, c. 8, subsec. eed, 
applicable after 1992. Subsec; (1.2) formerly read. . 


(1.2) Provisions applicable Paragraphs 56(1)(1) sna 
60(0), this Division and Division J, as they relate to an assess- 
ment or a reassessment and to assessing or reassessing tax, . 
are applicable, with such modifications as the circumstaiices 
require, to a determination or a redetermination and to deter- | 
mining or redetermining jamounts under this Division, except 
that subsections (1) and (2):are not. applicable to determina- 
tions made under subsections (1.1) and (1.11) and, for greater 
certainty, an original determination of a taxpayer’s non-capi- 
tal loss, net capital loss, ‘restricted farm loss, farm loss or lim- 
ited partnership loss for a taxation year may be«made ‘by the 
Minister only at the request of the: taxpayer. t 


Pre-RSC History: See under subsee. 152(3.1).:- 
Interpretation Bulletins: IT:488R2: Winding-up of 90%-owned 


1440 


Div. I — Returns, Assessments, Payment, Appeals 


taxable Canadian corporations; IT-512: Determination and redeter- 
mination of losses. 


(1.3) Determination binding — For greater cer- 
tainty, where the Minister makes a determination of 
the amount of a taxpayer’s non-capital loss, net capi- 
tal loss, restricted farm loss, farm loss or limited 
partnership loss for a taxation year or makes a deter- 
mination under subsection (1.11) with respect to a 
taxpayer, the determination is (subject to the tax- 
payer’s rights of objection and appeal in respect of 
the determination and to any redetermination by the 
Minister) binding on both the Minister and the tax- 
payer for the purpose of calculating the income, tax- 
able income or taxable income earned in Canada of, 
tax or other amount payable by, or amount refund- 
able to, the taxpayer, as the case may be, for any tax- 
ation year. 

Related Provisions: 96(2.1) — Limited partnership loss; 111 — 


Losses. deductible; 160.2(3) — Minister may assess recipient under 
RRSP or RRIF. 


Pre-RSC History: See under subsec.152(3.1). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; IT-512: Determination and redeter- 
mination of losses. 


S. 152(1.7)(b) 
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(2) Notice of assessment — After examination 
of a return, the Minister shall send a notice of assess- 
ment to the person by whom the return was filed. 


Related Provisions: 158 — Remainder payable forthwith after 
assessment mailed; 244(14), (15) — Mailing date of assessment. 


Pre-RSC History: See under subsec. 152(3.1). 


Forms: NR14: Formal demand for non-resident tax information re- 
turn; NR30: Non-resident tax assessment remittance form; NR67, 
NR67A, T67A, T67AC, T67AN, T7452, T453, T456, T457, T492: 
Notices of assessment. 


(3) Liability not dependent on assessment — 
Liability for the tax under this Part is not affected by 
an incorrect or incomplete assessment or by the fact 
that no assessment has been made. 

Related Provisions: 152(4), (6), (8) — Assessment and reassess- 
ment; 160.2(3) — Minister may assess recipient; 165 — Objections 


to assessments; 166 — Assessment not to be vacated by reason of 
improper procedures; 169 — Appeal. 


Pre-RSC History: See under subsec.152(3.1). 


Selected Cases [subsec. 152(3)]: Guaranty Properties Ltd. v. 
Canada, [1990] 2 C.T.C. 94 (FCA); leave to ‘appeal to SCC refused 
(1991), 49 BLR 320 (note) (Amalgamating company not relieved of 
taxes prior to amalgamation; notice of reassessment valid). 


(3.1) Definition of “normal reassessment pe- 
riod” — For the purposes of subsections (4), (4.2), 
(4.3) and (5), the normal reassessment period for a 
taxpayer in respect of a taxation year is 


(a) where at the end of the year the taxpayer is a 
mutual fund trust or a corporation other than a 
Canadian-controlled private corporation, the pe- 
riod that ends 4 years after the day of mailing of a 
notice of an original assessment under this Part in 
respect of the taxpayer for the year or the day of 
mailing of a notification that no tax is Bet by 
the taxpayer for the year; and 


(b) in any other case, the period that ends 3 years 
after the day of mailing of a notice of an original 
assessment under this Part in respect of the tax- 
payer for the year or the day of mailing of a noti- 
fication that no tax is payable by the bisa d for 
the year 
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Related Provisions: 152(4), (6),.(8) — Assessment and reassess 
ment; 160.2(3) — Minister may. assess recipient; 165 — Objections 


to assessments; 166 — Irregularities; 169, 172 — Appeal; 
244(14) — Notice presumed mailed on date of notice; 244(15) — 
Date when assessment made. 


Selected Cases [subsec. 152(3.1)]: APL Oil & Gas Ltd. v. 
Canada, {1996] 3 C.T.C. 2001 (TCC) (Minister could not repudiate 
valid assessment because of a correctable error). 


History: That portion of subsec. 152(3.1) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 90(1), to 
add reference to subsection (4.3), applicable to reassessments and 
redeterminations in respect of taxation years made after June 10, 
1993 that relate to changes in balances for other taxation years made 
as a result of assessments made, or decisions on appeals rendered, 
after December 20, 1991. 


That portion of subsec. 152(3.1) preceding para. (a) amended by 
1994, c. 7, Sch: II (1991, c. 49), subsec. 125(1), to add reference to 
subsec. (4.2), applicable to assessments and redeterminations made 
in respect of 1985 et seq. 


Pre-RSC History: Para. 152(1)(b) substituted by 1990, c. 45, s. 
49, applicable to 1989 et seq. except that in its application to the 
1989 and 1990 taxation years the para. shall be read as follows: 


(b) the amount of tax, if any, deemed under subsection 
119(2). | 1202)...120, 14) 122.2) le a(S), 1 22.93), 
127:1(1), 127.2(2), 144(9) or 210.2(3) or (4) to be paid on 
account of the taxpayer’s tax under this Part for the year. 


S..152 


| Para. 152(1)(b) formerly read: 


(b) the amount of tax, if any, deemed by subsection 119(2), 
120(2), 120.1(4), °122:2(1);° 127-10), 127.22); 144(9), 
210.2(3) or (4) to have been oe on account of his tax under 
this Part for the year. . 


Subsec. 152(3.1) added by 1990, c. 39, subsec. 38(1), applicable (by 
subsec. 38(5), as amended by 1991, c. 49, s. 256) after April 27, 
1989 (and deemed to have come into force on that day), other than 
with respect to a taxation year of a taxpayer for which a notice of an 


| original assessment under Part I in respect of the taxpayer for the 


year, or a notification that no tax is payable by the taxpayer for the 
year, was mailed on or before April 27, 1986. 


S.C. 1990, c. 39, subsec. 38(5. 1), added by 1991, c. 49; s. 256, reads 
as follows: 


(5.1) For greater certainty, in the period after April 27, 1989 
and before October 23, 1990, the Minister.of National Reve- 
nue may assess or reassess tax, interest and penalties and a 
_ taxpayer may file a waiver under the. said Act as if this Act 
_ had been assented to on April 27, 1989, and any assessment 
or reassessment so made or waiver so filed before October 
23, 1990 shall be deemed to have the same effect as it would 
have had if this Act had been assented to on April 27, 1989.) 


Para. 152(1)(b) amended to substitute *144(9), 210.2(3) or (4)” for 
“144(9) or 164(6)” by 1988, c. 55, subsec. 136(1), applicable to 
1988 et seq. 


Subsecs. 152(1.11), (1.12) added and <isbi88082 (1.2), (1.3) substi- 
tuted by 1988, c. 55, subsecs. pias (3). hua 152(1:2) and 
(1.3) formerly read: 


(1.2) Provisions applicable — The provisions of paragraphs 
56(1)(1) and 60(0), this Division and Division J, as they relate 
to an assessment or a reassessment and to assessing and reas- 
sessing tax, are applicable, with such modifications as the cir? 
cumstances require, to a determination or redetermination and 
to determining and redetermining amounts under this Divi- 
sion, except that subsections (1) and (2) are not applicable to 
determinations made under subsection (1.1). and, for greater 
certainty, an original determination of a taxpayer’s non-capi- 

- tal loss; net:capital loss, restricted farm loss, farm loss or lim- 
ited partnership loss for a taxation year may be made by the 
Minister only at the request of the taxpayer. 


(1.3) Determination binding — For greater certainty, where 
the Minister makes a determination of the amount of a tax- 
payer’s non-capital loss, net capital loss, restricted: farm loss, 
farm loss or limited partnership loss for a taxation year, the 
determination. is (subject to the taxpayer’s rights of objection 
and. appeal in respect of the determination and to any redeter- 
mination by the Minister) binding on.both the Minister and 
the taxpayer for the purposes. of calculating ‘the taxable-in- 
come of the taxpayer in any other year. 


Subsecs. 152(1.1) to (1.3), amended by:-1986, c. 55, subsec. 59(1), 
applicable after February 25, 1986 to substitute, in each, “farm loss 
or limited partnership loss” for “or farm loss’. 


Para. 152(1)(b) was amended by 1985, c. 45, subsec. 86(1), to add 
reference to subsections 120.1(4) and 164(6) and to substitute “on 
account of his tax” for “on account of the tax”, applicable to 1983 er 
seq. fs 

Subsec. 152(1.1) amended by 1985, c. 45, subsec. 86(2), to substi- 
tute “and the taxpayer has not reported that amount as such a loss in 
his return” for “and that amount is different from the amount re- 
ported by the taxpayer in his return”. 


Para. 152(1)(b), subsecs. 152(1.1) to (1.3) substituted by 1984, c. 1, 
subsecs. 84(1), (2), applicable to 1983 et seg. Para. 152(1)(b), sub- 
secs. 152(1.1) to (1.3) formerly read: 


(b) the amount of tax, if any, deemed by subsection 
120(2) or 122.2(1) to have been paid on account of the 
tax under this Part for the year. 
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(1.1) Determination of losses — Where the Minister ascer- 
tains the amount of a taxpayer’s non-capital loss, net capital 
loss or restricted farm loss for a taxation year and that amount 
is different from the amount reported by the taxpayer in his 
return of income for that year, the Minister shall, at the re- 
quest of the taxpayer, determine, with all due dispatch, the 
amount of the taxpayer’s non-capital loss, net capital loss or 
restricted farm loss, as the case may be, and shall send a no- 
tice of determination to the person by whom the return was 
filed. 


(1.2) Provisions applicable — The provisions of paragraphs 
56(1)(1) and 60(0) and this Division and Division J, as they 
relate to an assessment or reassessment and to assessing tax 
and reassessing tax, are applicable, mutatis mutandis, to a de- 
termination or redetermination and to determining and rede- 
termining amounts under this Division, except that subsec- 
tions (1) and (2) are not applicable to determinations made 
under subsection (1.1) and, for greater certainty, an original 
determination of a taxpayer’s non-capital loss, net capital loss 
or restricted farm loss fora taxation year may be made by the 
Minister only at the request of the taxpayer. 


(1.3) Determination binding — For greater certainty, where 
the Minister makes a determination of the amount of a tax- 
payer’s non-capital loss, net capital loss or restricted farm 
loss for a taxation year, as the case may be, subject to the 
taxpayer’s rights of objection and appeal in respect of the de- 
termination and subject to any redetermination by the Minis- .; 
ter, the determination is binding on both the Minister and the 
taxpayer for the purposes of calculating the taxable income of 
the taxpayer in any other year. 


Para. 152(1)(b) substituted by 1980-81-82-83, c. 48, subsec. 85(1), 
applicable to 1980 et seq. Para. (b) formerly read as follows: 


(b) the amount of tax, if any, deemed to be paid by him for 
the year by virtue of subsection 122.2(1). 


Subsec. 152(1) substituted by 1978-79, c. 5, s. 5, applicable to 1978 
et seq. Subsec. (1) formerly read: 


(1) The Minister shall, with all due dispatch, examine each 
return of income, assess the tax for the taxation year, the in- 
terest and penalties, if any, payable and determine the amount 
of refund, if any, to which the taxpayer may be entitled by 
virtue of section 129, 131, 132 or 133 for the year. 


Subsecs. 152(1.1), (1.2) substituted, (1.3) added by 1977-78, c. 1, s. 
76. Subsecs. 152(1.1), (1.2) formerly read: 


(1.1) Determination of loss — The Minister may determine 
the amount of a taxpayer’s non-capital loss, net capital loss or 
restricted farm loss for a taxation year where, in his opinion, 
the amount thereof is different from the amount reported by 
the taxpayer in his return of income for the year. 


(1.2) Provisions applicable — The provisions of paragraphs 
56(1)(1) and 60(0) and this Division and Division J, as they 
relate to an assessment or reassessment and to assessing tax 
and reassessing tax, are applicable, mutatis mutandis, to a de- 
termination or redetermination and to determining and rede- 
termining amounts under this Division. 
Subsecs. 152(1) substituted, (1.1), (1.2) added by 1976-77, c. 4, s. 
61, applicable to assessments and reassessments made, to assessing 
tax and reassessing tax, to determinations and redeterminations 
made and to determining and redetermining amounts after 1976-77, 
c. 4, is assented to. Subsec. 152(1) formerly read: 


152. (1) The Minister shall, with all due despatch, examine 
each return of income and assess the tax for the taxation year 
and the interest and penalties, if any, payable 


(3.2) Determination of deemed overpayment 
[Child Tax Benefit] — A taxpayer may, during 
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any month, request in writing that the Minister deter- 
mine the amount deemed by subsection 122.61(1) to 
be an overpayment on account of the taxpayer’s lia- 
bility under this Part for a taxation year that arose 
during the month or any of the 11 preceding months. 


Related Provisions: 152(3.3) — Notice of determination. 


History: Subsec. 152(3.2) added by 1994, c. 7, Sch. VII (1992, c. 
48), subsec. 15(2), applicable to months that are after 1992. 


(3.3) Notice of determination [Child Tax Ben- 
efit] — On receipt of the request referred to in sub- 
section (3.2), the Minister shall, with all due dis- 
patch, determine the amounts deemed by subsection 
122.61(1) to be overpayments on account of the tax- 
payer’s liability under this Part that arose during the 
months in respect of which the request was made or 
determine that there is no such amount, and shall 
send a notice of the determination to the taxpayer. 


History: Subsec. 152(3.3) added'by 1994, c. 7, Sch. VII (1992, c. 
48), subsec. 15(2), applicable to months that are after 1992. 


(3.4) Determination of UI premium tax 
credit — A taxpayer may request in writing that the 
Minister determine the amount deemed by subsec- 
tion 126.1(6) or (7) to be an overpayment on account 
of the taxpayer’s liability under this Part for a taxa- 
tion year. 

Related Provisions: 152(3.5) — Notice of determination. 


History: Subsecs. 152(3.4) added by 1994, c. 8, subsec. 20(2), ap- 
plicable after 1992. 


(3.5) Notice of determination [UI premium tax 
credit] — On receipt of the request referred to in 
subsection (3.4), the Minister shall, with all due dis- 
patch, determine the amount deemed by subsection 
126.1(6) or (7), as the case may be, to be an overpay- 
ment on account of the taxpayer’s liability under this 
Part for a taxation year, or determine that there is no 
such amount, and shall send a notice of the determi- 
nation to the taxpayer. . 


History: Subsecs. 152(3.5) added by 1994, c. 8, subsec. 20(2), ap- 
plicable after 1992. 


(4) Assessment and reassessment [limitation 
period] — Subject to subsection (5), the Minister 
may at any time assess tax for a taxation year, inter- 
est or penalties, if any, payable under this Part by a 
taxpayer or notify in writing any person by whom a 
return of income for a taxation year has been filed 
that no tax is payable for the year, and may 


(a) at any time, if the taxpayer or person filing the 
return 


(i) has made any misrepresentation that is at- 
tributable to neglect, carelessness or wilful de- 
fault or has committed any fraud in filing the 
return or in supplying any information under 
this Act, or 


(ii) has filed with the Minister a waiver in pre- 
scribed form within the normal reassessment 
period for the taxpayer in respect of the year, 


1444 


Div. I — Returns, Assessments, Payment, Appeals S: 152(4.01)(b) 


(b) before the day that is 3 years after the expira- 
tion of the normal reassessment period for the 
taxpayer in, respect of the year, if 


(i) an assessment or reassessment of the tax of 

_ the taxpayer was required pursuant to subsec- 

tion (6) or,.would, have been required if the 

» taxpayer. had claimed an. amount by filing the 

‘prescribed form: referred-to in that subsection 
‘on or before the’ day referred to therein, 


(ii)- there i is reason, as a consequence of the as- 

.) —Sessment or reassessment of: another. tax- 

' payer’s tax pursuant to this paragraph or sub- 

- section (6), to: assess or reassess the taxpayer’ S 
tax for any relevant taxation year, 


(iii). there is teason, as..a consequence. of a 
transaction involving the taxpayer and: a non- 
resident person with whom the taxpayer was 
not dealing at arm’s length, to assess or reas- 
sess the taxpayer's tax for any relevant taxa- 
tion. year, or. | =e 


(iv) there is reason, asa consequence of an wid 
ditional payment or reimbursement ‘of any in- 

~ come or profits tax to or by the government of 
a country other than Canada, to assess or reas- 
sess the taxpayer’s tax for any pclavent: taxa- 
tion year, and 


(c) within the suis HiT aEiOULt Ly period for the 

taxpayer in respect of the year, in any other case, 
reassess or make additional assessments, :or assess 
tax, interest. or penalties under:this Part, as the cir- 
cumstances: require;except that.a reassessment, an 
additional assessment ‘or an assessment may be'made 
under paragraph (b) after the normal reassessment 
period for the taxpayer in respect. of the year only to 
the extent that it may ae be regarded as re- 
lating to. 


(d) the assessment or reas bactnetit referred toin 
subparagraph (b)(i) or (ii), 

(e) the transaction referred to in subparagraph 
(b)(ii1), or . | 3 

(f) the additional payment or reimbursement  re- 
ferred to in subparagraph (b)Gv). © 
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Related Provisions: 12(2.2) — Late assessment where amount 
elected re 12(1)(x) inclusion; 13(6) — Misclassified property; 
21(5) — Late reassessment to permit capitalization of interest; 
67.5(2) — Reassessments; 69(12) — Disposition of property below 
market value — reassessment beyond deadline; 80.04(9) — Late as- 
sessment to reflect agreement to transfer forgiven amount of debt to 
related person; 104(5.31) — Revocation beyond the deadline of 
trust’s election to defer 21-year deemed disposition; 118.1(11) — 
Assessment consequential on determination of value of property by 
Canadian Cultural Property Export Review Board; 127(17) — As- 
sessment re ITC SR&ED pool beyond the deadline; 136(1) — Cor- 
poration may be private corporation for purposes of s. 152; 
137(7) — Credit union may be private corporation; 143.2(15) — 
Limitation period inapplicable to reassessment of tax shelter invest- 
ment; 146(8.01) — Home Buyer’s Plan — late assessment of tax on 
withdrawal; 152(1.7) — Limitation period re determination of part- 
nership income or loss}: 152(3.1)— Normal reassessment period; 
152(4.01) — Limitation on extended assessments 152(4.1) — 
Where waiver revoked; 152(4.2) — Reassessment with taxpayer’s 
consent; 152(4.3) — Consequential assessment; 152(5) — Limita- 
tion on assessments; 158 — Payment of balance on assessment; 
160.2(3) — Minister may assess recipient under RRSP or RRIF; 
164(1)(b) — Refunds; 165(1.1) — Limitation of right to object to 
assessments, or determinations; 165(5) — Effect of filing of notice 
of objection; 165(7) — No additional notice of objection required 
for appeal; 169(2) — Limitation of right to appeal from certain as- 
sessment; 173(2) — Time during consideration not to count; 
174(5) — Time during consideration of question not counted; 
184(4) — Concurrence with election; 231.6 — Foreign-based infor- 
mation; 237.1(6.1) — Limitation period inapplicable to assessment 
denying tax shelter deduction while penalty unpaid; 244(15) — 
Date when assessment made. . 


Pre-RSC History: Subsec. 152(4) substituted by 1990, c. 39, 
subsec. 38(2), applicable (by subsec. 38(5), as amended by 1991, c. 
49, s. 256) after April 27, 1989 (and deemed to have come into 
force on that day), other than with respect to a taxation year of a 
taxpayer for which a notice of an original assessment under Part I in 
respect of the taxpayer for the year, or a notification that no tax is 
payable by the taxpayer for the year, was mailed on or before April 
27, 1986. 


1990, c. 39, subsec. 38(5.1), added by 1991, c. 49, s. 256, reads as 
follows: 


sees Sane Steen 


(5.1) For greater certainty, in the period after April 27, 1989 
and before October 23, 1990, the Minister of National Reve- 
nue may assess or reassess tax, interest and penalties and a 
taxpayer may file a waiver under the said Act as if this Act 
had been assented. to on April 27, 1989, and any assessment 
or reassessment so. made or waiver so filed before October 
23, 1990 shall be deemed to have the same effect as it would 
have had if this Act had been assented to on April 27, 1989.) 


Subsec. (4) formerly read: 


(4) [Assessment of tax] — The Minister may at any time 
assess tax, interest or penalties under this Part or notify in 
writing any person by whom a return of income for a taxation 
year has been filed that no tax is payable for the taxation year, 
and may 


- (a) at any time, if the taxpayer or person filing the return 


(i) has made any misrepresentation that is attributa- 
ble to neglect, carelessness or wilful default or has 
committed any fraud in filing the return or in supply- 
ing any information under this Act, or 


(ii) has filed with the Minister a waiver in prescribed 
form within 3 years from the day of mailing of a no- 
tice of an original assessment or of a notification that 
no tax is payable for a taxation year, 


1446 


Div. I — Returns, Assessments, Payment, Appeals 


(b) within 6 years from the day referred to in subpara- 

graph (a)(ii), if 
(i) an assessment or reassessment of the tax of the 
taxpayer was required pursuant to subsection (6) or 
would have been required if the taxpayer had 
claimed an amount by filing the prescribed form re- 
ferred to in that subsection on or before the day re- 
ferred to therein, 


(ii) there is reason, as a consequence of the assess- 
ment or reassessment of another taxpayer’s tax pur- 
suant to this paragraph or subsection (6), to assess or 
reassess the taxpayer’s tax for any, relevant taxation 
year, 


(iii) there is reason, as a consequence of a transaction 
involving the taxpayer and ‘a non-resident person 
with whom he was not dealing at arm’s length, to as- 
sess or reassess: the taxpayer’s tax for any relevant 
taxation year, or 


(iv) there is reason, as a consequence of an additional 
payment, or reimbursement of any income or: profits 
tax to or by the government of a country other than 
Canada, to assess or reassess the taxpayer’s tax for 
any relevant taxation year, and 


(c) within 3 years after the day referred to in subpara- 
-graph (a)(ii), in any other case, 


reassess or make additional assessments, ‘or assess tax, inter- 
est or penalties under this Part, as the circumstances require, 
except that a reassessment, an additional assessment or ,as- 
sessment may be made under paragraph (b) after 3 years from 
the day referred to in subparagraph (a)(i1) only to the extent 
that it may reasonably be regarded as relating to 


(d) the assessment or reassessment referred to in subpara- 
graph (b)(i) or (ii); 
(e) the transaction referred to in subparagraph (b)(iii), or 


(f) the additional payment or. reimbursement referred to , 
in subparagraph (b)(1v). 


That portion of subsec..152(4) following subpara. (b)(ii) substituted 
by, 1988,.c. 55, subsec. 136(4), applicable to assessments relating to 
transactions entered into, payments made and reimbursements re- 
ceived after 1987. That portion formerly read: 


(c} within 3 years from the day referred to in subpara- 
graph (a)(i1), in any other case, 


reassess or make additional assessments, or assess tax, inter- 
est or penalties under this Part, as the circumstances require, 
except that a reassessment, an additional assessment or as- 
sessment may be made under paragraph’ (b) after 3 years from - 
the day referred to in subparagraph (a)(ii) only to the extent 
that it may reasonably be regarded as relating to the assess- 
ment or. reassessment referred. to in that paragraph. 


All that portion of subsec. 152(4) following subpara. (a)(i) substi- 
tuted By 1984, ‘c. 45, subsec. 59(1), to substitute references to “3 
years” for “4 years” and to substitute “6 gi for “7 years”, appli- 
cable to 1983 et seq. 


Para. 152(4)(b) substituted, para. 152(4)(c) added by 1984, c..1, 
subsec. 84(3), applicable. after April 19, 1983. Para. (b) formerly 
read: 


(b) within 4 years from the day referred ‘to.in subparagraph 
(a)(ii), in any other case, 


reassess or make additional assessments, or assess tax, interest or 
penalties under this Part, as. the circumstances require. 


Selected Cases [subsec. 152(4)]: APL Oil & Gas Ltd. v. Can- 
ada, [1996] 3 C.T.C. 2001 (TCC) (Minister could not repudiate 
valid assessment because of a correctable error); Nesbitt v. Canada, 
96 DTC 6588 (FCA) (Mathematical error can constitute misrepre- 
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sentation); Duthie Estate v. Canada, [1995] 2 C.T.C. 157 (FCTD) 
(Minister has power to issue contradictory assessments); Paramount 
Productions Inc. v. Canada, [1993] 2 C.T.C. 47 (FCTD) (Limitation 
period ran even where. assessment erroneous); Dauphinais (P.) v. 
MNR, [1993] 1 C.T.C. 2056 (TCC) (Day on which assessment made 
excluded in computing delay within which Minister may reassess); 
Wenger’s Ltd. v. MNR, [1992] 2.C.T.C. 2479 (TCC) (Minister not 
bound by. position ‘taken in earlier assessment); Solberg (S.J.) v. 
Canada, [1992] 2 C.T.C. 208 (FCTD) (Mistaken reference in 
waiver was technical defect only and did not preclude reassessment 
under Part I); Lornport Investments Ltd. v. Canada, [1992] 1 C.T.C- 
351 (FCA) (Second notice of reassessment, later vacated, does not 
nullify first notice.of reassessment); Dick y. MNR, [1991] 2 C.T.C. 
2034 (TCC); appealed to FCTD (Aug. 30, 1991), File T- 2251-91 
(Since Minister failed to show fraud or misrepresentation reassess- 
ments for two taxation years statute-barred); Canadian Marconi Co. 
v. Canada, [1991] 2:C.T.C..352 (FCA); leave to appeal to SCC re- 
fused (1992), 90 DLR (4th) viii (note) (Minister has no power to 
reassess once statutory period has expired); Cal Investments Ltd. v. 
Canada, [1990] 2 C.T.C. 418 (FCTD) (Waiver without corporate 
seal valid where signed by, an officer of the company with implied 
authority; corporate seal discretionary provision for Minister’s ben- 
efit); Flanagan v. The Queen, [1987] 2 C.T.C. 167 (FCA) (Notice 
of reassessment not sent when still retained by Minister); Davis v. 
The Queen, [1984] €.T.C. 564 (FCTD) (Alleged misrepresentation 
for reassessment must not be proved before out-of-court settle- 
ment); Burroughs v. The Queen, {1982].C.T.C. 414 (FCTD) (Notice 
must be “sent”, not necessarily “received”, within prescribed time); 
Saykaly v. MNR, [1976] C.T.C. 702 (FCTD) (Reassessments justi- 
fied upon presumption of misrepresentation when taxpayer not re- 
porting: benefit from transactions); Bisson. v. MNR, [1972] C.T.C. 
446 (FCTD) (Minister cannot reassess when taxpayer had no inten- 
tion to defraud); Bronze Memorials Ltd. v. MNR, [1969] C.T.C. 620 
(Exch) (Minister not allowed to reassess after expiry of four-year 
limitation period from original assessment when no proof of fraud). 


I.T. Application Rules: 62(1) (152(4) applies to assessments 
since December 23, 1971). 


Interpretation Bulletins: IT-64R3: Corporations: Association 
and control — after 1988; IT-109R2: Unpaid amounts; IT-121R3: 
Election to capitalize cost.of borrowed money; IT-185R:. Losses 
from theft, defalcation or embezzlement; IT-384R: Reassessment 


| where option exercised in subsequent year. 


Information: Circulars: 75-7R3: Reassessment of a return of in- 
come; 77-11: Sales tax reassessments — deductibility in computing 
income; 84-1: Revision of capital cost allowance claims and other 
permissive deductions; 92-3: Guidelines for refunds beyond the nor- 
mal three year period. 


Forms: T2029: Waiver in respect of the normal reassessment 
period. 


(4.1) Where waiver revoked — Where the Minis- 
ter would, but for this subsection, be entitled to reas- 
sess, make an additional assessment or assess tax, in- 
terest or penalties by virtue only of the filing of a 
waiver under subparagraph (4)(a)(ii), the, Minister 
may not make such reassessment, additional assess- 
ment or assessment after the day that is six months 
after the date on which a notice of revocation of the 
waiver in prescribed form is filed. 

Related Provisions: 152(1.7) — Limitation period re determina- 
tion of partnership income or loss; 152(4.2) — Reassessment with 
taxpayer’s consent; 165(1.2) — No objection permitted where right 


to object waived; 169(2.2) — No appeal where right to object or ap- 
peal waived. 


Pre-RSC History: Subsec. 152(4.1) added by 1984, c. 45, subsec. 
59(2), applicable after February 15, 1984, except that in the applica- 
tion of subsec. 152(4.1) to'a waiver filed before February 16, 1984 
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that is revoked by a notice of revocation filed before 1986, the refer- 
ence therein to “six months” shall be read as a reference to “one 
year’. 


Forms: 1652: Notice of revocation of waiver. 


(4.2) [Reassessment with taxpayer’s con- 
sent] — Notwithstanding subsections (4), (4.1) and 
(5), for the purpose of determining, at any time after 
the expiration of the normal reassessment period for 
a taxpayer who is an individual (other than a trust) or 
a testamentary trust in respect of a taxation year, 


(a) the amount of any refund to which the tax- 
payer is entitled at that time for that year, or 


(b) a reduction of an amount payable under this 
Part by the taxpayer for that year, 


the Minister may, if application therefor has been 
made by the taxpayer, 


(c) reassess tax, interest or penalties payable 
under this Part by the PEs in respect of that 
year, and 


(d) redetermine the amount, if any, deemed by 
subsection 120(2), 120.1(4), 122.5(3), 127.1(1), 
127.41(3) or 210.2(3) or (4) to be paid on account 
of the taxpayer’s tax payable under this Part for 
the year or deemed by. subsection 119(2), 
122.61(1) or 126.1(6) or (7) to be an overpay- 
ment on account of the taxpayer’s hability under 
this Part for the year. 


Related Provisions: 152(3.1) — Normal reassessment period; 
152(4.3) — Consequential assessment; 164(1.5) — Refunds; 
164(3.2) — Interest on refunds and repayments; 165(1.2) — Limita- 
tion of right to object; 225.1(1) — No collection restrictions follow- 
ing assessment. 


History: Para. 152(4.2)(d) amended by 1995, c. 3, subsec. 46(2), 
applicable to taxation years that end after February 22, 1994. Para. 
(d) formerly read: 


(d) redetermine the amount, if any, deemed by subsection 
120(2), 120.1(4), 122.5(3), 127.11), 144(9) or 210.2(3) or (4) 
to be paid on account of the taxpayer’s tax under this Part for 
the year or deemed by subsection 119(2), 122.61(1) or 
126.1(6) or (7) to be an overpayment on account of the tax- 
payer’s liability under this Part for the year, 


Para. 152(4.2)(d) amended by 1994, c. 8, subsec. 20(3), applicable 
after 1992, except that in its application to redeterminations made in 
respect of the 1991 and 1992 taxation years, the para. shall be read 
as follows: 


(d) redetermine the amount, if any, deemed by subsection 
120(2), 120.1(4), 122.2(1), 122.5(3), 127.1(1), 144(9) or 
210.2(3) or (4) to be paid on account of the taxpayer’s tax 
under this Part for the year or deemed by subsection 119(2) or 
122.61(1) to be an overpayment on account of the taxpayer’s 
liability under this Part for the year. 


Para. (d) formerly read: 


(d) redetermine the amount, if any, deemed by subsection 
120(2), 120.1(4), 122.5(3), 127.11), 144(9) or 210.2(3) or (4) 
to be paid on account of the taxpayer’s tax under this Part for 
the year or deemed by subsection 119(2) or 122.61(1).to be 
an overpayment on account of the taxpayer’s liability under 
this Part for the year. 


Para. 152(4.2)(d) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 15(3), applicable to redeterminations made in respect of 
1991 et seq. except that, in its application to redeterminations made 
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in respect of the 1991 and 1992 taxation years, the para. shall be 

read as follows: 
(d) redetermine the amount of tax, if any, deemed by subsec- 
tion 120(2), 120.1(4), 122.2(1), 122.5(3), 127.1(1), 144(9) or 
210.2(3) or (4) to be paid on account of the taxpayer’s tax 
under this Part for the year or deemed by subsection 119(2) or 
122.61(1) to be an overpayment on account of the taxpayer’s 
liability under this Part for the year. 

Para. (4.2)(d) formerly read: 
(d) redetermine the amount of tax, if any, deemed by subsec- 
tion 119(2), 120(2), 120.1(4), 122.2(1), 122.5(3), 127.1(1), 
144(9) or 210.2(3) or (4) of this Act or subsection 122.4(3) of 
the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it applied to taxation years ending before 
1991, to have been paid on account of the taxpayer’s tax 
under this Part for that year. 


Subsec. 152(4.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
125(2), applicable to assessments and redeterminations made in re- 
spect of 1985 et seq. 


information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Application Policies: SR&ED 94-01: Retroactive claims for sci- 
entific research (TPRs). 


(4.3) Consequential assessment — Notwith- 
standing subsections (4), (4.1) and (5), where the re- 
sult of an assessment or a decision on an appeal is to 
change a particular balance of a taxpayer for a par- 
ticular taxation year, the Minister may, or where the 
taxpayer so requests in writing, shall, before the later 
of the expiration of the normal reassessment period 
in respect of a subsequent taxation year and the end 
of the day that is one year after the day on which all 
rights of objection and appeal expire or are deter- 
mined in respect of the particular year, reassess the 
tax, interest or penalties payable, or redetermine an 
amount deemed to have been paid or to have been an 
overpayment, under this Part by the taxpayer in re- 
spect of the subsequent taxation year, but only to the 
extent that the reassessment or redetermination can 
reasonably be considered to relate to the change in 
the particular balance of the taxpayer for the particu- 
lar year. 

Related Provisions: 152(3.1) —Normal reassessment period; 
152(4.4) — Definition of “balance”; 165(1.1) — Limitation of right 


to object to assessments or determinations; 169(2) — Limitation of 
right to appeal. 


History: Subsec. 152(4.3) substituted by 1994, c. 21, subsec. 76(2), 
applicable to reassessments and redeterminations in respect of taxa- 
tion years made after June 10, 1993 that relate to changes in bal- 
ances for other taxation years made as a result of assessments made, 
or decisions on appeals rendered, after December 20, 1991 except 
that, where the day referred to as “the day on which all nights of 
objection and appeal expire or are determined in respect of the par- 
ticular year” occurred before June 10, 1993, the subsec. shall be 
read as if that reference were a reference to June 10, 1993. That 
subsec. formerly read: 


(4.3) Consequential assessment — Notwithstanding sub- 
sections (4), (4.1) and (5), where the result of an assessment 
or a decision on an appeal is to change a particular balance of 
a taxpayer for a particular taxation year, the Minister may or, 
where the taxpayer so requests in writing, shall, before the 
later of the expiration of the normal reassessment period in 
respect of another taxation year and the end of the day that is 
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one year after the day on which all rights of objection and 
appeal have expired or been determined in respect of the par- 
ticular year, reassess the tax, interest or penalties payable, or 
redetermine an amount deemed to have been paid, under this 
Part by the taxpayer in respect of the other taxation year, but 
only for the purpose of giving effect to any provision of this 
Act requiring the inclusion, or allowing the deduction, of an 
amount in computing a balance of the taxpayer for the other 
year, to the extent that the inclusion or deduction can reasona- 
bly be considered to relate to the change in the particular bal- 
ance of the taxpayer for the particular year. 


Subsec. 152(4.3) added by 1994, c. 7, Sch. VIII (1993, « c. 24), sub- 
sec. 90(2), applicable to reassessments and redeterminations in re- 
spect of taxation years made after June 10, 1993 that relate to 
changes in balances for other taxation years made as a result of as- 
sessments made, or decisions on appeals rendered, after December 
20, 1991 except that where the day referred to in subsec. (4.3) as 
“the day on which all rights of objection and appeal Bee expired or 
been determined in respect of the particular year” occurs before 
June 10, 1993, subsec. ae 3) shall be ead as if that reference were to 
June 10, 1993. 


(4.4) Definition of “balance” say the ae 
of subsection (4.3), a “balance” of a taxpayer for a 
taxation year is the income, taxable income, taxable 


income earned in Canada or any loss of the taxpayer. 


for the year, or the tax or other amount payable by, 
any amount refundable to, or any amount deemed to 
have been paid or to have been an overpay rien by, 
the taxpayer for the year. 

Related Provisions: 152(4.3) ae Saisequential assessment; 


165(1.11)(b) — Balance adjustment to be requested specifically on 
large corporation’s notice of objection. 


History: Subsec. 152(4.4) substituted by 1994, c. 21, subsec. 76(2), 
applicable to reassessments and redeterminations in respect of taxa- 
tion years made after June 10, 1993 that relate to changes in bal- 
ances for other taxation years made as a result of assessments made, 
or decisions on appeals rendered, after December 20, 1991. That 
subsec. formerly read: 
(4.4) Definition of “balance” — For the purposes of subsec- 
tion (4.3), a “balance” of a taxpayer for a taxation year is the 
income, taxable income earned in Canada or any loss of the 
taxpayer for the year, or the tax or other amount payable by, 
any amount refundable to, or any amount deemed to have 
‘been paid by, the taxpayer for the: year. 
Subsec. 152(4.4) ‘added by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 90(2), applicable to reassessments and redeterminations in re- 
spect of taxation years made after June.10, 1993 that. relate to 
changes in balances for other. taxation years made as a result of as- 
sessments made, or decisions on appeals rendered, after December 
20; 199%: 


(5) Limitation on assessments — There: shall 
not be included in computing the income of a tax- 
payer for a taxation year, for the purposes of any _re- 
assessment, additional assessment. or assessment of 
tax, interest or penalties under this Part that is made 
after the normal reassessment period for the taxpayer 
in respect of the year, any amount 


(a) that was not included in computing the tax- 
payer’s income for the purposes of an assessment 
of tax under this Part made before the end of the 
normal reassessment period for the taxpayer; 


(b) in respect of which the taxpayer establishes 
that the failure so to include it did not result from 
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any misrepresentation that is attributable to negli- 
gence, carelessness or wilful default or from any 
fraud in filing a return of the taxpayer’s income 
or supplying any information under this Act; and 


(c) where any waiver has been filed by the tax- 
payer with the Minister, in the form and within 
the time referred to in subsection (4), with respect 
to a taxation year to which the reassessment, ad- 
ditional assessment or assessment of tax, interest 
or penalties, as the case may be, relates, that the 
taxpayer establishes cannot reasonably be re- 
garded as relating to a matter specified in the 
waiver. 


Related Provisions: 12(2.2) Deemed outlay or expense; 
67.5(2) — Reassessments; 110.4(6) — Forward averaging — death 
of a taxpayer; 127(17) — Assessment re ITC SR&ED pool, beyond 
the deadline; 152(1.7) — Limitation period re determination of part- 
nership income or loss; 152(3. 1) — Normal reassessment period; 
152(4.01) — Limitation on ‘extended assessments; '152(4.2) — As- 
sessment; 152(4.3) — Consequential assessment; 160.2(3) — Min- 
ister May assess recipient under RRSP or RRIF. 


Pre-RSC History: That portion of subsec. 152(5) preceding para. 
(b) substituted by 1990, c. 39, subsec. 38(3), applicable (by subsec. 
38(5), as amended by 1991, c..49, s, 256) after April 27, 1989 (and 
deemed to have come into-force on that date), other than with re- 
spect to a taxation year of a taxpayer for which a notice of an origi- 
nal assessment under Part I in respect of the taxpayer for the ‘year, 
or a notification that no tax is payable by the taxpayer for the. year, 
was. mailed on or before April 27, 1986. 


1990, c. 39, subsec. 38(5.1), added by 1991, c.-49, s. 256, reads as 
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follows: 


(5.1) For greater certainty, in the period after April 27, 1989 
and before October 23, 1990, the Minister of National Reve- 
nue may assess or reassess tax, interest and penalties and a 
taxpayer may file a waiver under the said Act as if this Act 
had been assented to on April 27, 1989, and any assessment 
or reassessment so made or waiver so filed before October 
23, 1990 shall be deemed to have the same effect .as it would 
have had if this Act had been assented to on April 27, 1989. 


That portion formerly read: 


(5) [Assessment] — Notwithstanding subsection (4), there 
shall not be included in computing the income of a taxpayer, 
for the purposes of any reassessment, additional assessment 
or assessment of tax, interest or penalties under this Part that 
is made after the expiration of 3 years from the day referred 
to in subparagraph (4)(a)(ii), any amount 


(a) that was not included in his income for the purposes 
of an assessment of tax under this Part made before the 
expiration of 3 years from that day, 


That portion of subsec. 152(5) preceding para. (b) substituted by 
1984, c. 45, subsec. 59(3), to substitute “3” for “4” and to substitute 
“not included in his income” for “not included in computing his in- 
come”, applicable to 1983 et seq. 


Subsec. 152(5) substituted by 1973-74, c. 14, s. 53, applicable to 
1972 et seq. 


Selected Cases [subsec. 152(5)]: Merswolke y. Canada: 


[1995] 1 C.T.C. 2524 (TCC) (Subsec. 152(5) does not authorize re- 
assessment without authority of subsecs. 152(4), (4.2) or (4.3)). 


1.T. Application Rules: 62(1) (where waiver filed before Decem- 
ber 23, 1971). 


Interpretation Bulletins: IT-241: Reassessments made after the 
four-year limit. 


(6) Reassessment where certain deductions 
claimed — Where a taxpayer has filed for a partic- 
ular taxation year the return of income required by 
section 150 and an amount is subsequently claimed 
by the taxpayer or on the taxpayer’s behalf for the 
year as 


(a) a deduction under paragraph 3(e) or the In- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, by virtue of the taxpayer’s 
death in a subsequent taxation year and the con- 
sequent application of section 71 of that Act in 


respect of an allowable capital loss for the year, 


(b) a deduction under section 41 in respect of the 
taxpayer’s listed- aDErsOnAL-DIeP Ay loss for a sub- 
sequent taxation year, 


(b.1) a deduction under paragraph 60(i) in ignace 
of a premium (within the meaning assigned by 
subsection 146(1)) paid in a subsequent taxation 
year under a registered retirement savings plan 
where the premium is deductible by reason of 
subsection 146(6.1), 


(c) a deduction under section 118.1 in deapeed of a 
gift made in a subsequent taxation year or under 
section 111 in respect of a loss for a subsequent 
taxation year, 


(c.1) a deduction under subsection 126(2) in re- 
spect of an unused foreign tax credit (within the 
meaning assigned by subsection 126(7)) for a 
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subsequent taxation year, 


(d) a deduction under subsection 127(5) in re- 
spect.of property acquired or an expenditure 
made in a subsequent taxation year, 


(e) a deduction under subsection 125.2 in respect 
of an unused Part VI tax credit (within the mean- 
ing assigned by subsection 125.2(3)) for a subse- 
quent taxation year, 


(f) a deduction under section 125.3 in respect of 
an unused Part I.3 tax credit (within the meaning 
assigned by subsection 125.3(3)) for a subsequent 
taxation year, or 


(g) [Repealed under former ae 


(h) a deduction by virtue of an election for a sub- 

sequent taxation year under paragraph 164(6)(c) 

or (d) by the taxpayer’s legal representative, 
by filing with the Minister, on or before the day on 
or before which the taxpayer is, or would be if a tax 
under this Part were'payable by the taxpayer for that 
subsequent taxation year, required by section 150 to 
file a return of income for that subsequent ‘taxation 
year, a. prescribed form amending the return, the 
Minister shall reassess the taxpayer’s tax for any rel- 
evant taxation year (other than a taxation year pre- 
ceding the particular taxation year) in order to putake 
into account ‘the deduction claimed. 
Related Provisions: 111 — Losses deductible; 150 — Returns; 
160.2(3) — Minister may ‘assess recipient under’ RRSP or RRIF; 
161(7)(b)Gii) — Effect of carryback of loss, etc.;.: 
No back interest.on refund where past year reassessed; 165(1.1) — 


Limitation of right to gbject.to assessments or determinations; 
169(2)(a) — Limitation of right to appeal. 


Pre-RSC History: Para. 152(6)(f) added by 1990, c. 39, subsec. 
38(4), applicable to taxation years ending after June 1989. 


Para. 152(6)(b. 1) added by 1990, OE SOROS ye applicable to 1991 et 
seq. 


Para. 152(6)(c) amended to substitute “section 118.1” for “section 
110”, para. 152(6)(e) substituted and paras. 152(6)(f) and /(g) re- 
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pealed, by 1988, c. 55, subsecs. 136(5), (6), applicable to 1988 et 
seq. Paras. 152(6)(e), (f) and (g) formerly read: 


(e) a deduction under subsection 127.2(1) in respect of his 
unused share-purchase tax credit for a subsequent taxation 
year, 


(f) a deduction under subsection 127.3(1) in respect of his un- 
used scientific research and experimental development tax 
credit for a subsequent taxation year, 


(g) a deduction under subsection 120.2(2) in respect of his 
minimum tax for a subsequent taxation year, or 


Paras. 152(6)(g), (h) added by 1986, c. 55, subsec. 59(2), ppubaple 
to taxation years commencing after 1983. 


The expression “scientific research and experimental development” 
substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable with respect to taxation years ending after May 23, 1985. 


Para. 152(6)(c.1) added by 1984, c. 45, subsec. 59(4), applicable to 
1984 et seq., except that an amount may be claimed as a deduction 


referred to in para. 152(6)(c.1) by filing the prescribed form referred 


to in subsec, 152(6) at any time on or before the later of 


(a) the day on or before which it would.be required by subsec. 
152(6) to be filed, and 


(b) the day that is 90 days after December 20, 1984. 


Subsec. 152(6) substituted by 1984, c. 1, subsec. 84(4), applicable 
after April 19, 1983, except that where the subsequent taxation year 
referred to in subsec. 152(6), as substituted, is a taxation year end- 
ing after 1982, the prescribed form referred to in subsec. 152(6) 
may be filed for the subsequent taxation year at any time on or 
before the later of 


(a) the day on or before which it would be required by the said 
subsec. 152(6) to be filed, and 


(b) the day that is 90 days after the day on which this Act is 
assented to: 


Subsec. 152(6) formerly read: 


(6) Idem — Where a taxpayer has filed the return of income 
required by section 150 for a taxation year and, within one 
year from the day on or before which he was required by sec- 
tion 150 to file the return, has amended the return by filing 
_with the Minister a prescribed form. claiming a deduction 
from income under section 111 in respect of,a loss for the 
taxation year immediately following that year, the Minister 
shall reassess the taxpayer’s tax for the year. 


Subsec. 152(6) substituted by 1980-81-82-83, c. 48, subsec. 85(2), 
applicable after December 11, 1979. Subsec. 152(6) formerly read: 


(6) Where a taxpayer has filed the return of income required 
by section 150 for a taxation year and, within one year from 
the day on or before which he was required by section 150 to 
file the return for that year, has filed an amended return for 

~ the year claiming a deduction from income under section 111 

in respect of a loss for the taxation year immediately follow- 
ing that year, the Minister shall reassess the taxpayer’s tax for 
the year. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-232R2: Non-capital losses, net capital 
losses, restricted farm losses, farm losses and limited partnership 
losses — Their composition and deductibility in computing taxable 
income; IT-520: Unused foreign tax credits — carryforward and 
carryback. 


Information Circulars: 75-7R3: Reassessment of a return of 
income. 


Forms: NR67B: Non-resident notice of reassessment; T1ADJ: Ad- 


justment request; T2A: Request for corporation loss carryback; 
T67B,. T67BCD, T67BD, T458, T459,. T493: Notices of 


' Incorrect or incomplete assessment; 
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reassessment. 


(7) Assessment not dependent on return or 
information — The. Minister is not bound by a re- 
turn or information’supplied by or on behalf of a tax- 
payer and, in making an assessment, may, notwith- 
standing a return or information so supplied or if no 
return has been filed, assess the tax payable under 
this Part. 

Related Provisions: 152(4) — Reassessment; 160.2(3) — Minis- 
ter may assess recipient under RRSP or RRIF; 165 — Objections to 
assessments; 169 — Appeal to Tax Court of Canada. 

Selected Cases [subsec. 152(7)]: The Queen v. Balanko, 
[1988] 1 C.T.C. 317 (FCTD) (Gambling gains not income for net 
worth assessment); Gentile v.. The Queen, [1988] 1,C.T.C. 253 
(FCTD) (Taxpayer taxable on his income from all sources; assess- 
ment on net worth basis); Chhabra v. The Queen, [1988]'1 C.T.C. 
84 (FCTD) (Taxpayer’s tax returns accepted when flawed financial 
statements used by Minister); Danielson v. MNR, [1986] 2 C.T.C. 


| 341.(FCTD) (Assessment to be challenged by objection and appeal, 


not by application for certiorari); Werry v..:'The Queen, [1976] 
C.T.C. 221 (FCA) (Burden of proof is on taxpayer to justify new 
trial relating to net worth assessment; ‘evidence insufficient). 


(8) Assessment deemed valid and binding — 
An assessment shall, subject.to being varied or va- 
cated on an objection or appeal under this Part and 
subject to a reassessment, be deemed to be valid and 
binding notwithstanding any error, defect or omis- 
sion in the assessment or in any proceeding ‘under 
this Act relating thereto. 


Related Provisions: 152(3) — Liability for tax not affected by 
152(4) — Reassessment; 
158 — Assessed amount payable forthwith; 160(2) — Minister may 
assess transferee; 160.2(3) — Minister may assess recipient;, 165 — 
Objections to assessments; 166 — Assessment not to be vacated by 
reason of improper procedures; 172 — Appeal; 225.1 — Collection 
restrictions while assessment under objection or appeal. 


Selected Cases [subsec. 152(8)]: Régime des Rentes pour les 
Employés de Direction de Gestion RST Inc. v. MNR, [1993] 1 
C.T.C. 2091 (TCC) (Assessment of trust, rather than trustee, inva- 
lid); Lornport Investments Ltd. v. Canada, [1992] 1 C.T.C: 351 
(FCA) (Second notice of reassessment, later vacated, does not nul- 
lify first notice of reassessment); Canadian Marconi Co. v. Canada, 
[1991] 2 C.T.C. 352 (FCA); leave to appeal to SCC refused (1992), 
90 DLR (4th) viii (note) (Minister has no power to reassess once 
statutory period: has expired); Guaranty Properties Ltd. vy. Canada, 
[1990] 2:C:T.C.:94 (FCA); leave to appeal to SCC refused (1991), 
49 BLR 320 (note) (Amalgamating company not relieved of taxes 
prior to amalgamation); Stephens (Estate) v. The Queen, [1987] 1 
C.T.C. 88 (FCA) (Notices of reassessment not void when bearing 
name and signature other than Minister); The Queen v. Lambert, 
[1974]. C.T.C. 516 (FCTD) (Answers of taxpayer in examination for 
discovery cannot be used in criminal proceedings). , 

Definitions [s. 152]: “allowable capital loss” — 38(b), 248(1); 
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“amount”, “assessment” — 248(1); “balance” — 152(4.4); “Cana- 
dian- éontrélled private corporation” — 125(7), 248(1); “farm 
loss” —111(8), 248(1); “limited partnership loss” — 96(2.1)(e), 


248(1);. “listed personal .property” —.54,.248(1);. “Minister” — 
248(1); “net capital loss”, “non-capital loss” — 111(8), .248(1); 
“non-resident” — 248(1); “normal reassessment period” — 
152(3.1); “person”, “prescribed”, “property”. — 248(1); “registered 
retirement savings plan” — 146(1), 248(1); “restricted farm 
loss” — 31, 248(1);, “tax consequences” a LS 21, 1T 1) 24561): 
“taxable income” — 2(2), 248(1); “taxable income earned “in Can- 
ada” — 115(1), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “testamentary trust’ — 248(1); “transaction” — 152(1.111), 
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245(1); “trust” — 104(1), 108(1), 248(1), (3); “writing” — Inter- 
pretation Act 35(1). 


(p) a contribution under a retirement compensa- 
tion arrangement, 


(q) an amount as a distribution to one or more 
persons out of or under a retirement compensa- 
tion arrangement, or 


Payment of Tax 


153. (1) Withholding — Every person paying at 
any time in a taxation year , 


(a) salary or wages or other remuneration 


(r) an amount on:account of the purchase price of 
an interest in a retirement compensation 
arrangement 9D: 8 


(b) a superannuation or pension benefit, 
(c) a retiring allowance, 
(d) a death benefit, 


(d.1) an amount as a benefit under the Employ- 
ment Insurance Act, 


shall deduct or withhold therefrom such amount as is 
determined in accordance with prescribed rules and 
shall, at such time as is prescribed, remit that amount 
to the Receiver General on account of the payee’s 
tax for the year under this Part or Part XI.3, as the 
case may be, and, where at that prescribed time the 
person is a prescribed person, the remittance shall be 
made to the account of the Receiver General at:a fi- 
nancial institution (within the meaning that would be 
assigned by the definition “financial institution’ in 
subsection 190(1) if that definition were read with- 
out reference to paragraphs (d) and (e) thereof). 


(e) an amount as a benefit under a supplementary 
unemployment benefit plan, 


(f) an annuity payment or a payment in full or 
partial commutation of an annuity, 


(g) fees, commissions or near amounts for 
services, 


(h) a payment under a deferred profit sharing plan 
or a plan referred to in section 147.as a revoked 
plan, 

(i) [Repealed] 

(j) a payment out of or under a registered retire- 


ment savings plan or a plan referred to’ in subsec- 
tion 146(12) as an “amended plan”, 


(k) an amount as, on account or in lieu of pay- 
ment of, or in satisfaction of, proceeds of the sur- 
render, cancellation or redemption of an income- 
averaging annuity contract, 


(1) a payment out of or under a registered retire- 
ment income fund or a fund referred to in subsec- 
tion 146.3(11) as an “amended fund”, 


(m) a prescribed benefit under a government as- 
sistance program; 
(m.1) [Repealed] 
(n) one or more amounts to an individual who has 


elected for the year in prescribed form in respect 
of all such amounts, 


(0) an amount described in paragraph 115(2)(c.1), 
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Related Provisions: 78(1)(b) — Withholding of tax on. unpaid 
amounts; 153(1.1) — Undue hardship — reduction in withholding; 
153(1.2) — Election to increase withholding; 153(1.3) — Payments 
of tax by trustee; 153(3)-— Amount withheld deemed received by 
payee; 154 — Tax transfer payments to provinces; 221.2 — Trans- 
fers of balances from one account to other; 227 — Withholding 
taxes — administration and enforcement; 227.1 — Corporation’s 
directors liable for unremitted source deductions; 238(1) — Of- 
fences; 248(7)(b)(i) — Remittance deemed made when received; 
252.1(d) — Where union is employer; Canada-U.S. tax treaty, Art. 
XVII — Withholding of taxes in respect of personal services. 


History: Para. 153(1)(d.1) amended by 1996, c. 23, para. 187(d), to 
substitute “Employment Insurance Act’ for “Unemployment Insur- 
ance Act”, in force June 30, 1996. 


Para. 153(1)(@) repealed by 1996, c. 23, s. 175, in force January 1, 
1998. Para. (i) formerly read: 


(i) a training allowance under the National Training Act, 


Para. .153(1)(m) substituted for paras. (m), (m.1) by 1994, c. 21, s. 
77, applicable to payments, made after October 1991. Those paras. 
formerly read: 


(m) an amount as a benefit under the Labour fciiesten ent Ben- 
efits Act, 


S. 153(1) 


(m.1), an income assistance payment.made pursuant to an 
agreement under section 5 of the Department of Labour Act, 


That portion of subsec. 153(1) following para. (r) amended by 1994, 
c. 7, Sch. VII (1993, c. 24), s. 91, applicable after 1992, That por- 
tion formerly read: 


shall deduct or withhold therefrom such amount as may be 
determined in accordance with prescribed rules and shall, at 
such time as may be prescribed, remit that amount to the Re- 
ceiver General on account of the payee’s tax for the year 
under this Part or Part XI.3, as the case may be: 


1994,'c. 7, Sch. VII (1993,'c. 24), subsec. 82(10), provides that the 
amended definition of “minimum amount” in subsec. 146.3(1) does 
not apply, for the purposes of prescribed rules made under subsec. 
153(1), with respect to payments made before 1993. 


Paras. 153(1)(f), (1). substituted, (m.1) added, by 1994, c. 7, Sch. II 
(1991, c. 49), subsecs. 126(1)—(3), applicable to.payments made af- 
ter July 13, 1990. Paras. (f), (1) formerly read: 


(f) an. annuity payment, 


(1) a.payment out of or under a registered retirement income 
fund, 


Pre-RSC History: All that pbitibh of subsec. 1531) following 
para. (0) amended by 1987, c. 46, subsec. 51(1), to add paras. (p), 
(q), (r) and to substitute “under this Part or Part XI.3, as the case 
may be” for “under this Part’, applicable with respect to amounts 
paid after March 27, 1987. 


Para. 153(1)(d) substituted by 1985, c. 45, subsec. 87(1),  appicbl 
to 1985 et seq. Para. 153(1)(d) formerly read: 


(d) an amount upon or after the death of an officer or .em- 
ployee, in recognition of his service, to his legal representa- 
_tive or widow or to any other person whatsoever, 


Para. 153(1)(0) added by 1985, c..45, subsec, 87(2). 


All that portion of subsec. 153(1) preceding para. (b) and‘all that 
portion of subsec. 153(1) following para. (k) substituted by: 1980- 
81-82-83, c..140, subsecs. 104(1), (2). Those a formerly. 
read: 


153. (1) Every person paying 


(a) salary or wages or other’ remuneration to an officer or 
- employee, 


(1) a payment out of or under a registered retirement in- 
come. fund, or 


(m). a termination payment, 


at any time in a taxation year shall deduct or withhold there- 

“from such amount as may be determined in accordance with 
prescribed rules and shall, at such time as may be prescribed, 
remit that amount to the Receiver General on account of the 
payee’s tax for the year under this Part. 


Para. 153(1)(m) applicable with respect to amounts paid after 1981, 
except that in its application to payments made after November 12, 
1981 in respect of a termination of an office or, employment that 
occurred on or before that date, it shall be read as follows: 


(m) a termination payment,” 
Para. 153(1)(i) substituted by 1980-81-82-83, c. 109, subsec. 19(3), 
in force August 2, 1982. Para. (i) formerly read: 


(i) an adult training allowance under the Adult Occupational 
Training Act, 


All that portion of subsec. 153(1) following’ para. (m) substituted by 
1980-81-82-83, c. 48, subsec. 86(1), applicable to 1979 et ana That 
portion formerly read: 
at any time in a taxation year shall deduct or withhold there- 
from such amount: as may be prescribed and shall; at such 
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time as may be prescribed, remit that amount to the Receiver 
General of Canada on account of the payee’s tax for the year 
under this Part. 


Para. 153(1)(m) added by 1979, c. 5, subsec. 53(1). 
Para, 153(1)(1) added by 1977-78, c. 32, s. 39. 
Paras. 153(1)()-(k) added by 1976-77, c. 4, subsec. 62(1). 


Selected Cases [subsec. 153(1)]: Ashby v.. Canada, [1996] 1 
C.T.C. 2464 (TCC) (Deductions made but not remitted differ from 
case where deductions not made); Cana Construction Co. v. Can- 
ada, [1995] 1 C.T.C. 2122 (TCC) (Prime contractor maintained full 
control of funds. to pay wages and required to withhold source de- 
duction); Mollenhauer Ltd. v, Canada, [1992] 2 C.T.C. 121 (FCTD) 
(Contractor which undertook to pay subcontractor’s employees’ 
“salary or wages or other remuneration” liable for failing to make 
and remit source deductions despite not being the employer); The 
Queen v. Coopers & Lybrand Ltd., [1980] C.T.C. 367 (FCA) (Tax- 
payer company responsible for wages to employees, liable for 
amount of payroll deductions); Dauphin Plains Credit Union Ltd. v. 
Xyloid Industries Ltd. et al., [1980] C.T.C. 247 (SCC) (UIC and 
CPP amounts deducted, but not remitted, held in trust for Crown); 
The Queen v. National Indian Brotherhood, [1978] C.T.C. 680 
(FCTD) (Taxpayer corporation not resident on reserve required to 
remit income tax from salaries paid to Indians); Re G & G Equip- 


ment, 74 DTC 6407 (B.C. SC) (Tax to be withheld when paying 


wages to employees of related company). 


Regulations: 100-108 (withholding and remittance requirements); 
110 (prescribed persons for the closing words of 153(1)); 200 (in- 
formation returns); 5502 (prescribed benefits for 153(1)(m)). 


Interpretation Bulletins: IT-337R2: Retiring allowances. 


Information Circulars: 75-6R: Required withholding from 
amounts paid to non-resident persons performing services in Can- 
ada; 72-22R9: Registered retirement savings plans; 92-3: Guidelines 
for refunds beyond the normal three year period. See also “Employ- 
ers’ Guide to Payroll Deductions”. 


Forms: PD7AR: Remittance form; PD7A: Tax deduction — Can- 
ada Pension Plan — unemployment insurance remittance return; 
PD20: Employer registration; PD20-NR: Non-resident tax remitter 
registration; TD3F: Fisherman’s election to have tax deducted at 
source; T4A Supp: Statement of pension, retirement, annuity and 
other income; T4A: Segment; T4A Summ: Summary of remunera- 
tion paid (pension, retirement, annuity, and other income); T4 Seg- 
ment; T4A-RCA Summ: Return for an RCA; T4A-RCA Supp: 
Statement of amounts paid out of, under or in conjunction with an 
RCA; T216: Remitting deductions at source; T475: Magnetic media 
filing transmittal — Service bureau customer; T619: Magnetic me- 
dia transmittal; T695: T4A/T4A-NR data tape transmittal; T709: 
Magnetic media filing program — filing tips for service bureau 
customer; T730: Preparation of T4-T4A summaries and supple- 
mentaries; T734: Remittance form for employer’s tax deduction on 
contribution paid to RCA; T735: Withholding tax remitter. for 
RCAs; T736: Registration form for custodians or third person pur- 
chasers withholding Part XIII tax from non-residents for RCAs; 
T875: T4 data tape transmittal; T4001: Employer’s guide to payroll 
deductions — 1993 to 1997; T5021: T5 filing transmittal; TD1: 
Claiming your 1994 personal tax credits. 


(1.1) Undue hardship — Where the Minister is 
satisfied that the deducting or ;withholding of the 
amount otherwise required to be deducted or with- 
held under subsection (1) from a payment. would 
cause undue hardship, the Minister may determine a 
lesser amount and that amount shall be deemed to be 
the amount determined under that subsection as the 
amount to be deducted or withheld from ‘that 
payment. 


Related Provisions: 180.2(6) — Reduced withholding available 
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on old age security benefits; 227(8) — Withholding taxes; 227.1 — 
Liability of directors. 


(1.2) Election to increase withholding — 


Where a taxpayer so elects in prescribed manner and 
prescribed form, the amount required to be deducted 
or withheld under subsection (1) from any payment 
to the taxpayer shall be deemed to be the total of 


_ (a) the amount, if any, otherwise required to be 
deducted or withheld under that subsection from 
that payment, and 


(b) the amount specified by the taxpayer in that 
election with respect to that payment or with re- 
spect to a class of payments that includes that 
payment. 


| Related Provisions: 227.1 — Liability of directors. 


Pre-RSC History: Subsec. 153(1.1) substituted by 1980-81-82-83, 


| c. 48, subsec. 86(2), applicable to 1979 et seq., to substitute “deter- 


mined” for “prescribed”. 


Subsecs. 153(1.1), (1.2) substituted by 1979, c. 5, subsec. 53(2) to 
delete “referred to in any of paragraphs (1)(a) to (k)” after “from a 
payment” in subsec. (1.1) and “that is referred to in any of 
paragraphs (1)(a) to (k)” after “payment to him” in subsec. (1.2). 


Subsec. 153(1.1), all that portion of subsec. 153(1.2) preceding 
para. (a) substituted by 1976-77, c. 4, subsec. 62(2), to substitute 
(Cait for SCID), 


Subsecs. 153(1.1), (1.2) added by 1973-74, 6.430;38..22: 


Regulations: 109 (prescribed manner for making election, and 
effect). 


Forms: TD3: Request for income tax deductions on non-employ- 
ment income. 


(1.3) [Repealed] 


Related Provisions: 153(1.4)— Definition of “trustee”; 
227.1 — Liability of directors. 


History: Subsec. 153(1.3) repealed by 1996, c 21, s. 40, applicable 
June 20, 1996. Subsec. (1.3) formerly read: 


(1.3) Payments by trustee, etc. — For the purposes of sub- 
section (1), where a trustee who is administering, managing, ” 
distributing, winding up, controlling or otherwise. dealing | 
- with the property, business, estate or income of another per- 
son authorizes or otherwise causes a payment referred to in 
that subsection to be made on behalf of that other person, the 
trustee shall be deemed to be a person making the payment 
and the trustee and that other person shall be jointly and sev- 
erally liable in respect of the amount required under that sub- 
section to be deducted or withheld and to be remitted on ac- 
~ count of the payment. 


Selected Cases [subsec. 153(1.3)]: Coopers & Lybrand Ltd. v. 
Canada, [1994] 2.C.T.C. 2244 (TCC) (Agent held liable for source 
deductions not withheld). 


(1.4) [Repealed] 


History: Subsec. 153(1.4) repealed by 1996, c 21, s. 40, applicable 
June 20, 1996. Subsec. (1.4) formerly read: 


(1.4) Definition of “trustee” — In subsection (1.3), “trustee” 
includes a liquidator, receiver, receiver-manager, trustee in 
bankruptcy, assignee, executor, administrator, sequestrator or 
any other person performing a function similar to that per- 
formed by any such person. 


Pre-RSC History: Subsecs. 153(1/3), (1.4) added by 1980-81-82- 
83, c. 48, subsec. 86(3). 
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(2). [Repealed] 


History: Subsec. 153(2) repealed by 1994, c. 8, s. 21, bpplicabie to 
1995 et seq.; for the 1994 taxation ‘year, subsec. 153(2) reads as 
follows: 


(2) Subject to sections 155, 156 and 156.1, where amounts 
have been deducted or withheld under this section from the 
remuneration or other payments received by an individual in 
a taxation year, if the,total of the remuneration and other pay- 
ments from which such amounts have been deducted or with- 
held and which the individual had received in the year is 
equal to or greater than */4 of the individual’s income for the 
year, the individual shall, on or before the individual’s bal- 
ance-due day for the year, pay to the Receiver General the 
remainder of the individual’s tax for the year as estimated 
under section 151. 


Subsec. (2) formerly read: 


(2) Payment of remainder — Where. amounts were aoe 
ducted or withheld under this section from the remuneration 
>-or other payments received by an individual in a taxation 
year, if the total of the remuneration and other payments from 
which. the amounts were deducted or withheld and which the 
individual received in the year is equal to or greater than °/s of 
the individual’s income for the year, the individual shall, on 
or before the individual’s balance-due day for the year, pay to 
_. the Receiver General the remainder of the individual’s tax for 
the year as estimated under section 151. 
Subsec. 153(2) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 126(4), applicable to 1990 et seg. Subsec. 153(2) formerly read: 


(2) Payment of remainder — Where amounts have been:de- 
ducted or withheld under this section from the remuneration 
or other payments received by an individual in a taxation 
year, if the total of the remuneration and other payments from 
which such amounts have been deducted or withheld and 
which the individual had received in the year is equal to or 

. greater than 7/4 of the individual’s income for the year, the 
individual shall, on or before April 30 in the next year, pay to 
the Receiver General the remainder of the individual’s tax for 
the year as estimated under section 151. 


Pre-RSC History: Subsec. 153(2) substituted by 1980-81-82-83, 
c. 140, subsec. 104(3). 


Forms: T7DR: Remittance form. 


(3) Deemed effect of aeadugiton — When an 
amount has been deducted or withheld under subsec- 
tion (1), it shall, for all.the purposes of this Act, be 
deemed to have been received at that time. by. the 
person to whom the remuneration, benefit, payment, 
fees, commissions or other amounts were paid. 


Related Provisions: 78(1)(b) — Unpaid amounts; 227 — With- 
holding taxes — rules; 227.1 — Liability of directors. 


(4) Unclaimed dividends, interest and pro- 
ceeds — Where at the end of a taxpayer’s taxation 
year the person beneficially entitled to an amount re- 
ceived by the taxpayer after 1984 and before the year 
as or in respect of dividends, interest or proceeds of 
disposition of property is unknown to the taxpayer, 
the taxpayer shall remit to the Receiver General on 
or before the day that is 60 days after the end of the 
year on account of the tax payable under this Act by 
that person an amount equal to 


(a) in the case of dividends, 331% of the total 
amount of the dividends, 


(b) in the case of interest, 50% of the total 


S. 153(5) 


amount of the interest, and 


(c) in the case of proceeds of disposition of prop- 
erty, 50% of the total of all amounts each of 
which is the amount, if any, by which the pro- 
ceeds of disposition of a property exceed the total 
of any outlays and expenses made or incurred by 
the taxpayer for the purpose of disposing of the 
property (to the extent that those outlays and ex- 

" penses were not deducted in computing the tax- 
payer’s income for any taxation year or attributa- 
ble to any other property), 


except that no remittance under this subsection shall 
be required in respect of an amount that was in- 
cluded in computing, the taxpayer’s income for the 
year or a preceding taxation year or in respect of an 


- amount.on which the, tax under this subsection was 


previously remitted. 


Related Provisions: 153(5). — Effect of deduction; 227.1 — Lia- 
bility of directors... 


Pre-RSC History: Beek 153(4) substituted by 1987, c. 46, 
subsec. 51(2), applicable with respect to taxation years commencing 
after 1986. Subsec. 153(4) formerly read: 


(4) Dividends: received by brokers — Where an amount 
has been received: by a. broker or dealer in securities in. the 
period of 12 months immediately preceding a taxation year as 
or in respect of dividends on shares the beneficial ownership 
of which is unknown to him at the end of the taxation year, . 
‘the broker or dealer shall remit an amount equal to 25% 
thereof to the Receiver General at such time as may be’ pre- 
scribed on account of the beneficial owner’s ‘tax under this 
Part or Part XIII for the taxation year in which the dividend 
was received by the broker or dealer. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 

Regulations: 108(4) (remittance deadline). 

Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in' Canada. 

Information Circulars: 71 -9R: Unclaimed aividends. 


(5) Deemed effect of remittance — An amount 
remitted by a taxpayer under subsection (4) in re- 
spect of dividends, interest or proceeds of disposition 
of property shall be deemed 


(a) to have been received by the person benefi- 
cially entitled thereto; and, 


(b) to have been deducted or withheld from: the 
amount otherwise payable by the taxpayer to the 
person entitled thereto. 
Related Provisions: . 227(6), (9) — Withholding — taxes; 
227(10) — Assessment; 227(13) — Ned se tax; 227.1 — Lia- 
bility of directors: 
Pre-RSC History: Subsec. 153(5) substituted by 1987, c. 46, 
subsec. 51(2), applicable with respect to taxation years commencing 
after 1986. Subsec. 153(5) formerly read: 
(5) Effect of deduction — Where an amount has been remit- 
ted to the Receiver.General under subsection (4), it shall for 
all purposes of this Act be deemed, 
(a) to have been received by the beneficial owner of the 
dividends; and 


(b) to have been deducted or withheld from such amount 
as would otherwise, be payable by the broker or dealer to 
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the beneficial owner in respect of the dividends. 


Definitions [s. 153]: “amount”, “annuity”, “balance-due day”, 
“business”, “death benefit” — 248(1); “deferred profit sharing 
plan” — 147(1), 248(1); “dividend”,.“employee” — 248(1); “es- 
tate” — 104(1), 248(1); “income-averaging annuity contract’, “indi- 
vidual”, “Minister”, “person”, “prescribed”, “property” — 248(1); 
“registered retirement income fund” — 146,3(1), 248(1); “regis- 
tered retirement savings plan” — 146(1), 248(1); “retirement com- 
pekieaiaee arrangement”, “retiring allowance”, essa or wages”, 
“superannuation or pension: benefit” — 248(1); “supplementary un- 
employment benefit plan” — 145(1), 248(1); “tax payable” — 
248(2); “taxation year” — 249; “taxpayer” — 248(1); “trustee” — 
153(1.4). 


Selected Cases [s. 153]: Hrab y. Canada, [1995] 2 C.T.C. 2105 
(TCC) (Failure by employer to deduct taxes at source does not af- 
fect taxpayer’s liability to pay tax on income received). 


” 66. 


154. (1) Agreements providing for tax transfer 
payments — The Minister may, with the approval 
of the Governor in Council, enter into an agreement 
with the government of a province to provide for tax 


transfer payments and the terms and conditions relat- 


ing to such payments. 


(2) Tax transfer payment — Where, on account 
of the tax for a taxation year payable by an individ- 
ual under this Part, an amount has been deducted or 
withheld under subsection 153(1) on the assumption 
that the individual was resident in a place other than 
the province in which .the individual resided on the 
last day of the year, and the individual 


(a) has filed a return. under this Act, 


(b) is liable to pay tax under this Part for the year, 
and 


(c) is resident on the last day of the year in a 
province with which an agreement described in 
subsection (1) has been entered into, 


the Minister may make a tax transfer payment to the 
government of the province not exceeding an 
amount equal to the product obtained by multiplying 
the amount or the total of the amounts so deducted or 
withheld by a prescribed rate. . 


Regulations: 3300 (prescribed rate is 45%). 


(3) Payment deemed received by individ- 
ual — Where, pursuant to an agreement entered into 
under subsection (1), an amount has been transferred 
by the Minister to the government of a province with 
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respect to an individual, the amount shall, for all pur- 
poses of this Act, be deemed to have been received 
by the individual at the time’ the amount was 
transferred. 


(4) Payment deemed received by Receiver 
General — Where, pursuant to an agreement en- 
tered into under subsection (1),'an amount has been 
transferred by the government of a province to the 
Minister with respect to an individual, the amount 
shall, for all purposes of this Act, be deemed to have 
been received by the Receiver General on account of 
the individual’s tax under this Part for the year in re- 
spect of which the amount was transferred. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


(5) Amount not to include refund — In this sec- 
tion, an amount deducted or withheld does not in- 
clude any refund made in respect of that amount. 


Related Provisions [s. 154]: zion {ABH BR payments. under 
collection agreements. 


Definitions [s. 154]: “amount” — 154(5), 248(1); “individual”, 
“Minister”, See at hah panics “taxation year” — 249, 


155. (1) [Instalments — ] Farmers and fisher- 
men — Subject to section 156.1, every individual 
whose chief source of income for a taxation year is 
farming or fishing shall, on or before December 31 
in the year, pay to the Receiver General in respect of 
the year, 7/3 of 


(a) the amount estimated by the individual to be 
the tax payable under, this Part. by the individual 
for the year, or 


(b) the individual’s instalment base for vee pre- 
ceding taxation year. 


Related Provisions: 31 — Loss from farming where farming not 
chief source of income; 104(23)(e) — Alternative rule for testamen- 
tary trust; 151 — Estimate of tax; 156(1) — Other individuals; 
156.1 — No instalment required; 161(2) — Interest on late or insuf- 
ficient instalments; 161(4) — Limitation on interest — farmers and 
fishermen; 163.1 — Penalty for late or paket instalments; 
248(7) — Receipt of things mailed. : 


History: Subsec. 155(1) amended by 1994, c. 8, s. 22, eoiicarte' to 
1994 et seq. Subsec. (1) formerly read: 


(1) Farmers and fishermen — Subject to section 156.1, 
every individual whose chief source of income is farming or. , 
fishing, other than an individual to.whom subsection 153(2) _ 
applies, shall pay to the Receiver Sapperal 1 in he of each 
taxation year 


(a) on or before December 31 in the year, “3 of ; 


(i) the amount estimated by. the individual to be the fy 
tax payable under this Part by the individual for the 
year, or ES; 


(ii) the individual’ S sostaraen base for the immedi- 
ately preceding taxation year; and 


(b) on or before the individual’s balance-due day for the 
year, the remainder of the individual’ S tax as Spade 
under section 151. 


Subsec. 155(1) substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
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127; applicable to 1990 et seg. Subsec. .155(1) formerly read: 


155. (1) Farmers and fishermen — Subject to.section 
156.1, every individual whose chief source of income is farm- 
ing or fishing, other than an individual to whom subsection 
153(2) applies, shall pay to the Receiver General 


(a) on or before December 31 in each taxation year, 7/3 of 


(i) the amount estimated by the individual to be the 
tax payable under this Part by the individual for the 
year computed without reference to sections 1272 
and 127.3, or 


(ii) the individual’s instalment base for the immedi- 
ately preceding taxation year; and 


(b) on or before April 30 in the next year, the remainder 
of the individual’s tax as estimated under section 151. 


Pre-RSC History: 1986, c. 55, s. 60, provides that in its applica- 
tion to the 1986 taxation year, subpara. ene shall be read as 
follows; 


“(i) the amount bathriied by the individual to be the tax paya- 
ble under this Part by him for the year computed without ref- 
erence to sections 127.2 and 127.3 and Division E.1, or”. 


Subpara. 155(1)(a)(i) substituted by 1984, c. 45, s. 60, to add “com- 
puted without reference to sections 127.2 and 127.3”, applicable 
with respect to amounts deducted under ss. 127.2 and 127.3 in re- 
spect of shares, debt obligations and rights acquired after February 
15, 1984, other than shares, debt obligations or rights acquired 
before March 1, 1984 where arrangements, evidenced in writing, for 
the issue of the shares or debt obligations or granting of the rights 
were substantially advanced before February 16, 1984. 


All that portion of subsec. 155(1) ak gia para. (a) Sibeutited by 
1980-81-82-83, c. 140, 's. 105. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 

Forms: T4F Summ: Summary of remuneration; T4F Supp: State- 
ment of fishing income; T7B: Instalment guide for farmers and fish- 
ermen; T7B-3: Calculation of instalments on minimum tax (farmers 
and fishermen); T2042: Statement of farming. activities; T2121: 
Statement of fishing activities. 


(2) Definition of “instalment base” — In this 
section, “instalment base”’ of an individual for a tax- 
ation year means the amount determined in pre- 
scribed manner to be the individual’s instalment base 
for the year. 

Regulations: 5300 (instalment base). 


Pre-RSC History [s. 155]: S. 155 substituted by 1973-74, c. 14, 
s. 54, applicable to 1972 et seq. 


Definitions [s. 155]: “balance-due day” — 248(1); “farming”, 
ishing nsividual. — 248(1); “taxable income” — 2(2), 248(1); 
“taxation year’ — 249. 


156. (1) [Instalments — ] Other individuals — 
Subject to section 156.1, in respect of each taxation 
year every individual (other than one to whom sec- 
tion 155 applies for the year) shall pay to the Re- 
ceiver General 
(a) on or before March 15, June 15, September 15 
and December 15 in the year, an amount equal to 
"4 of 
(i) the amount estimated by the individual to 
be the tax payable under this Part by the indi- 
vidual for the year, or 
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(ii) the individual’s instalment base for the 
preceding taxation year, or 


(b) on or before 


(i) March 15 and June 15 in the year, an 
amount equal to '/s of the individual’s instal- 
ment base for the second PreCeenaah taxation 
year, and 


(ii) September 15 and December 15 in the 
year, an amount equal to '/2 of the amount, if 
any, by which 


(A) the individual’s instalment base for the 
preceding taxation year 


exceeds 


(B) '/ of the individual’s shetitinate base 
for the second preceding taxation year. 


Related Provisions: 104(23)(e) — Alternative rule for testamen- 
tary trust; 156.1(2) — No instalment required; 156.1(4) — Payment 
of balance by April 30; 161(2) — Interest on_ instalments; 
161(4.01) — Minimum. instalment payments to avoid interest 
charges; 163.1 — Penalty for late or deficient instalments; 
248(7) — Receipt of things mailed. 


History: The opening words of subsec. 156(1) amended sine 1994, C. 
8, subsec. 23(1), applicable to amounts that become payable. after 
June 1994. They formerly read: 


(1) Other individuals — Subject to section 156.1, every, indi- 
vidual, other than one to whom subsection 153(2),or section 
155 applies, shall pay to the Receiver General in respect of; 
each taxation year 


The closing words of subsec. 156(1) after para. (b) repealed by 
1994, c. 8, subsec. 23(2), applicable to 1994 et seg. They formerly 
read: 


and, on or before the individual’s balance-due day for the 
year, the remainder of the individual’s tax estimated under 
section 151. 


Subsec. 156(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24),.s. 
92, applicable to 1992 et seg. Subsec. (1) formerly read: 


(1) Other individuals — Subject to section 1561, every.indi- 
vidual, other than one to whom. subsection 153(2) or section 
155 applies, shall pay to the Receiver General in respect of 
each taxation year 


(a) on or before March 15, June 15, September 15 and 
December 15 in the year, an amount equal to '/4 of 


(i) the amount estimated by the individual to be the 
tax payable under this Part by the individual for the 
year, or 


(ii) the individual’s instalment base for the pereding 
taxation year; and ' 


(b) on or before the individual’s balance-due day for the ~ 
year, the remainder of the individual’ ‘s tax estimated 
under section 151. 


Subsec. 156(1) substituted by 1994, c. 7, Sch. II (1991, c.'49),'s 
128, applicable to 1990 et seg. Subsec. 156(1) formerly read: 


156. (1) Other individuals — Subject to section 156.1, every 
individual, other than one to whom subsection 153(2) or sec- 
tion 155 applies, shall pay to the Receiver General ' 


(a) on or before March 15, June 15, September 15 and 
December 15 in each taxation a an amount si to Ya 
of 


(i) the amount estimated by the individual to be the 
tax payable under this Part by the individual:for the 
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year computed without reference to sections 127.2 
and 127.3, or 


(ii) the individual’s instalment base for the immedi- 
ately preceding taxation year; and 
(b) on or before April 30 in the next year, the remainder 
of the individual’s tax as estimated under section 151. 


Pre-RSC History: That portion of para. 156(1)(a) preceding sub- 
para. (i) substituted by 1988, c. 55, s. 137, applicable to 1990 et seq. 
That portion formerly read: 


(a) on-or before March 31, June 30, September 30 and De- 
cember 31, respectively, in each taxation year, an amount 
equal to '/4 of 


1986, c. 55, s. 61, provides that in its application to the 1986 taxa- 
tion year, subpara. 156(1)(a)(i) shall be read as follows: 


“(i) the amount estimated by the individual to be the tax paya- 
ble under this Part by him for the year computed without ref- 
erence to sections 127.2 and 127.3 and Division E.1, or”. 


Subpara. 156(1)(a)(i) substituted by 1984, c. 45, s. 61, to add “com- 
puted without reference to sections 127.2 and 127.3”, applicable 
with respect to amounts deducted under ss. 127.2 and 127.3 in re- 
spect of shares, debt obligations and rights acquired after February 
15, 1984, other than shares, debt obligations or rights acquired 
before March 1, 1984 where arrangements, evidenced in writing, for 
the issue of the shares or debt obligations or granting of the rights 
were substantially advanced before February 16, 1984. 


Subsec. 156(1) substituted by 1973-74, c. 14, subsec. 55(1), applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 156(1)]: Canada v. Ritchie (E.S.), 
[1993] 2 C.T.C. 24 (FCA) (Interest due on instalments where addi- 
tional income received after instalment due date). 


Forms: T7B: Instalment guide for individuals; T7B-2: Calculation 
of instalments on minimum tax; T1033- Mi Worksheet for calcu- 
lating instalment payments. 


(2) Payment by mutual fund trusts — Notwith- 
standing subsection (1), the amount payable by a 
mutual fund trust to the Receiver General on or 
before any day referred to in paragraph (1)(a) in a 
taxation year shall be deemed to be the amount, if 
any, by which 


(a) the amount so payable otherwise weeded 
under that subsection, 


exceeds 


(b) '/4 of the trust’s capital gains refund (within 
the meaning assigned by section. 132) for the 
year. ‘ . 

Related Provisions: 156.1 — No instalment required. 


(3) Definition of “instalment base” — In this 
section, “instalment base” of an individual for a tax- 
ation year means the amount determined in pre- 
scribed manner to be the individual’s instalment base 
for the year. 

Related Provisions: 120(2)— Deemed payment of tax; 


161(2) — Interest on instalments; 161(4) — Limitation of instal- 
ment base. 


Pre-RSC History: Subsec. 156(3) added by 1973-74, c. 14, sub- 
sec. 55(2), applicable to 1972 et seq. 


Regulations:. 5300 (instalment base). 


Pre-RSC History [s. 156]: “Receiver General” substituted for 
“Receiver General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Definitions [s. 156]: “amount”, “balance-due day” — 248(1); “‘in- 
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dividual” — 248(1); “instalment base” 
“mutual fund trust” — 132(6); “share” — 248(1); “taxable in- 
come” — 2(2), 248(1); “taxation year’ — 249. 


156.1 (1) [Instalments exemption —] Defini- 
tions — For the purposes of this section, 


‘instalment threshold” of an mura beta for a taxa- 
tion year means 


(a) in the case of an individual resident in the 
Province of Quebec at. the end of the year, 
$1,200, and 


(b) in any other case, $2, 000; 


“net tax owing” by; an individual for a taxation year 
means ) 


(a) in the case of an individual resident in the 
Province of Quebec at the end of the year, the 
amount determined by the formula i 


A-€,=D 
and 


(b) in any other case, the amount determined by 
the a 


Ag (Alas BoteChdath 
where 


A is the total of the taxes payable under this Part 
and Parts [1 and I.2 by the individual for the 
year, 


B_ is the total of all income taxes payable by the in- 
dividual for the. year under any Act of a province 
with which the Minister of Finance has entered 
into an agreement for the collection of income 
taxes payable by individuals to the iba 
under that Act, 


C is the total of the taxes eee: or withtietd 
under section 153 and Part I.2 on behalf of the 
individual for the year, 


D is the amount determined under subsection 
120(2) in respect of the individual for his year, 
and 


E is the total of all income taxes deducted or with- 
held on behalf of the individual for the year under 
any Act of a province with which the Minister of 
Finance has entered into an agreement for the 

collection of income taxes payable by individuals 
to the province under that Act. 

Related Provisions: 156.1(1) — Rules for calculating formula 


elements A and B: 156.1(1.2) — Rules for calculating formula ele- 
ment D. 


History: The portion of the definition “net tax owing” in subsec. 
156.1(1) after the description of E repealed by 1997, c. 25, subsec. 
48(1), applicable to amounts that become payable after 1995. That 
portion formerly read: 


and for the purposes of this definition, income taxes payable 
for a taxation year by an individual are determined after de- 
ducting all tax credits to which the individual is entitled for 
the year relating to those taxes (other than tax credits that be- 
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‘come payable to the individual after the individual’s balance- 
due day for the year and prescribed tax credits) and before 
taking into consideration amounts referred to in subpara- 
graphs 161(7)(a)(it) to (v). 


The descriptions of A and C in para. (b) of the definition of “net tax 
owing” in. subsec. 156.1(1) amended by 1996, c: 21, subsec. 
40.1(1), applicable to 1996 et seq:, except that for the 1996 taxation 
year, A shall be read as follows: 
A is the total of 
(i) the taxes payable under this Part and Part I.1 by 
the individual for the year, and 


(ii) half the tax payable under Part 1.2 by, the individ- 
ual for the year, 


The descriptions of A and ‘C formerly read: 


A is the total of the income taxes payable by the individual 
for the year under this Part and Part’ I. 1; 


Cis the total of all income taxes deducted or withheld 
under section 153 on behalf of the individual for the year, 


(1.1) Values of A and B in “net tax owing” — 
For the purposes ‘of determining the values of A and 
B ‘in the definition “net tax owing” in subsection (1), 
income taxes payable by an Jaa: for a taxation 
year are determined 


_ (a) before taking into consideration the specified 
future tax consequences for the year; and 


(b) after deducting all tax credits to which the in- 
dividual is entitled for the year relating to those 
taxes (other than tax credits that become payable 
“to the individual after the individual’s balance- 
due day for the year, prescribed tax credits and 
the amount deemed to have been paid because of 
the application of subsection 120(2)). 


History: Subsec. 156.1(1,1) added by 1997.c. 25, subsec. 48(2), 
applicable to amounts that become payable after 1995. 


(1.2) Value of D in “net:tax owing” — For the 
purpose of determining: the value of D in the defini- 
tion “net tax owing” in subsection (1), the amount 
deemed by subsection 120(2) to have been paid on 
account of an individual’s tax under:this Part for a 
taxation year is determined before taking into con- 
sideration the specified future tax consequences for 
the year. 

History: Subsec. 156. 1d .2) added by 1997 c. 25, subsec. 48(2), 
applicable to amounts that become payable after 1995. 


(2) No instalment required — Sections 155 atid 
156 do not apply to an individual for a particular tax- 
ation year where . 


(a) the individual’s:chief source of income for the 
particular year is farming or fishing and the indi- 
vidual’s net tax owing for the particular year, or 
either of the 2 preceding taxation years, does not 
exceed the individual’s instalment threshold for 
that year; or 


(b) the individual’s net tax owing for the particu- 
lar year, or for each of the 2 preceding taxation 
years, does not exceed the individual’s instalment 
threshold for that year. 
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(3) Idem — Sections 155 and 156 do not require the 
payment of any amount in respect of an individual 
that, would otherwise become due under either of 
those sections on or alien the day on which the indi- 
vidual dies. 


(4) Payment of remainder — Every individual 
shall, on or before the individual’s balance-due day 
for each taxation year, pay to the Receiver General 
in respect of the year the amount, if any, by which 
the individual’s tax payable under this Part for the 
year exceeds. the total of 


(a) all amounts deducted or withheld under sec- 
tion 153 from remuneration or other payments re- 
ceived by the individual in the year, and 


(b) all other amounts paid to the Receiver Gen- 
eral. on or before that day on account of the indi- 
vidual’s. tax payable under this, Part for the year. 


Related Provisions [s. 156.1]: 104(23)(e) — Alternative rule 
for testamentary trust; 157(2.1)— Instalments.— corporations; 
161(1) — Interest payable if balance not paid under 156.1(4).on 
time; 161(2) — Interest.on late or insufficient instalments, 257.— 
Formulas cannot calculate to less than zero. 


History [s. 156.1]: S. 156.1 amended by 1994, c. 8, s. 24, subsecs. 
156,1(1) to (3) applicable to amounts that become. payable after 
June 1994 and subsec. 156.1(4) applicable to 1994, et seg. S. 156.1 
formerly read: 


156.1 (1) No. instalment required — Where the total of the 
taxes payable (before taking into consideration, any. amount 
referred to in any of subparagraphs 161(7)(a)(ii) to (v) or 
(vii) that was excluded or deducted, as the casé may be) 
under this Part and Part I.1 by an individual for a particular 
taxation year or for the taxation year preceding that year is 
not more than the total of $1,000 and the amount, if any, de- 
termined in respect of the individual for that year under sub- 
section 120(2), 


(a) sections. 155. and 156 do not apply to that individual 
for the particular year; and 


(b), the individual shall pay to the Receiver General, on or 

before the individual’s balance-due day for the particular 

year, the individual’s tax as estimated under section 151 
» for the particular year. 


(2) Idem — Paragraphs 155(1)(a). and 156(1)(a) and (b) do 
not require the payment of any amount in respect of an indi- 
vidual that would otherwise become due under any of those 
paragraphs on or.after the day on which the individual died. 


Subsec. 156,1(2) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
93, applicable to 1992 et seq. Subsec. (2) formerly read: 


(2) Idem — Paragraphs 155(1)(a) and 156(1)(a):do. not re- 
quire the payment of any amount in respect’ of an individual 
that would otherwise become due under either of those 
paragraphs on or after the day on which the individual dies. 


That portion of subsec. 156.1(1) preceding para. (a) amended by 
1994, c. 7, Sch. VI (1992, c. 29),'s. 6, applicable to 1992 et seq. 
That portion formerly read: 


156.1 (1) Where the total of the taxes payable (before taking 
into consideration any amount referred to in any of subpara- 
graphs 161(7)(a)(ii) to (v) that was excluded or deducted, as 
the case may be) under this Part and Part I.1 by an individual 
for a particular taxation year or.for the taxation year immedi- 
ately preceding that year is not more than the total of $1,000 
and the amount, if any, determined in respect of the individ- 
ual for the particular year under subsection 120(2), 
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S. 156.1 substituted by 1994, \c. 7, Sch. II (1991, c. 49), s..129, ap- 
plicable to 1990 et seg. Subsec. 156.1(1) is applicable, in addition, 
with respect to amounts referred to in para. 161(7)(a) in respect of 
subsequent taxation years referred to in that para. ending after 1989, 
except that, in-its application to a taxation year ending before 1990, 
the reference in para. 156.1(1)(b) to “the individual’s balance-due 
day for” shall be read as a reference to “April 30 in the year imme- 
diately following”. S. 156.1 formerly read: 


156.1 No instalment required — Where the total of the 
taxes payable under this Part and Part I.1 by an individual for 

a particular taxation year or for the taxation year immediately 
preceding that year is not more than the total of $1,000 and » 
the amount, if any, determined in respect of the individual for \ 
that year under subsection 120(2), 


(a) section 155 or 156, as the case may be, is not applica- 
ble.in respect of that individual for the particular taxation 
year, 

(b) the taxpayer shall pay to the Receiver General, on or 
before April 30 in the year immediately following the 
particular taxation year, the taxpayer’s tax as estimated 
under section 151 for the particular taxation year. 


Pre-RSC History [s. 156.1]: That portion of s. 156.1 preceding 
para. (a) amended by 1990, c. 39, s. 39, to substitute “the aggregate 
of the taxes payable under this Part and Part I.1” for “the tax paya- 
ble under this Part (computed without reference to sections 127.2 
and 127.3)”, applicable to 1989 et seq. 


That portion of s. 156.1 preceding para. (a) substituted by 1984, c. 
45, s. 62, applicable to 1984 et seq. That portion formerly read: 


156.1 Where the tax payable under this Part by an individual 
for a particular taxation year after 1971 or for the taxation 
year immediately preceding that year is not more than $400, 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


S. 156.1 added by 1973-74, c. 14, s. 56. 


Definitions [s. 156.1]: “amount”, “balance-due day”, “farming”, 
“fishing”, “individual” — 248(1); “instalment threshold”, “net tax 
owing” — 156.1(1); “province” — Interpretation Act 35(1); “speci- 
fied future tax consequence” — 248(1); “taxpayer” — 248(1); “tax- 
ation year” — 249. } 


Forms [s.' 156.1]: T7B: Instalment guide for individuals. 


157. (1) Payment by corporations — Every cor- 
poration shall, in respect of each of its taxation 
years, pay to the Receiver General 


(a) either 


(i) on or before the last day of each month in 
the year, an amount equal to 1/12 of the total 
of the amounts estimated by it to be the taxes 
payable by it under this Part and Parts 1.3, VI 
and VI.1 for the year, 


(11) on or before the last day of each month in 
the year, an amount equal to 1/12 of its first 
instalment base for the year, or 


(111) on or before the last day of each of the 
first two months in the year, an amount equal 
to 1/12 of its second instalment base for the 
year, and ‘on or before the last day of each of 
the following months in the year, an amount 
equal to 1/10 of the amount remaining after 
deducting the amount computed pursuant to 
this subparagraph in respect of the first two 
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months from its first instalment base for the 
year; and 


(b) the remainder of the taxes payable by it under 
this Part and Parts I.3, VI and VI.1 for the year 


(i) on or before the end of the third month fol- 
lowing the end of the year, where 


(A) an amount was deducted by virtue of 
section 125 in computing the tax payable 
under this Part by the corporation for the 
year or its immediately preceding taxation 
year, | 


(B) the corporation is, throughout the year, 
a Canadian-controlled private corporation, 


(C) a particular calendar year immediately 
preceded the calendar year in which the 
year ends, and 


(D) either 


(I) the: corporation is: not associated 
with another corporation in the taxation 
year and its taxable income for its im- 

mediately preceding taxation year (de- 
termined before taking into considera- 
tion the _ specified, . future’ tax 
consequences for that preceding year) 
does not exceed its business limit for 
that preceding year, or 


(II) where the corporation is associated 
with another corporation in the taxation 
year, the total of all amounts each of 
which is the taxable income of the cor- 
poration or such an associated corpora- 
tion for its last taxation year that ended 
in the particular calendar year (deter- 
mined before taking into consideration 
the specified future tax* consequences 
for that last year) does not exceed the 
total of all amounts each of which is the 
‘business limit of the corporation or 
such an associated corporation for that 
last year, or 


(ii) on or before the end of the second month 
following the end of the year, in any other 
case. 19} 


Related Provisions: 87(2)(00), (00.1) — Effect of amalgama- 
tion; 88(1)(e.8), (e.9)— Winding-up; 151 — Estimate of tax; 
157(2), (2.1), (3),— Special cases; 157(2.1).— Instalments — cor- 
porations; 161(1) — Interest on taxes due; 161(2) — Interest on un- 
paid tax instalments; 161(2.2) —Interest on instalments; 
161(4.1) — Minimum instalment payments to avoid’ interest 
charges; 163.1 — Penalty for,late or deficient instalments; 221.2 — 
Transfers of instalments to.other years’ accounts; 248(1)“balance- 
due day”(d) — Deadline under s. 157 is the balance-due day of cor- 
poration; 248(7) — Receipt of things mailed; 256 — Associated 
corporations. 


History: Cls. 157(1)(b)(i)(B)-(D) substituted for cl. (B) by 1997, c. 
25, subsec. 49(1), applicable to.amounts that become payable after 
1995, except that, for taxation years that.end before 1998, subcl. 
(D)(I) shall be read as follows: 


(II) where the corporation is associated with another corpora- 
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tion in the year, 

1. the total of the taxable income of the corporation for 
‘its immediately preceding taxation year (determined 
before taking into consideration the specified future tax 
_ consequences for that preceding year) and the total of the 
taxable incomes of all such associated corporations for 
their taxation years that ended in the particular calendar 
year (determined before taking into consideration the 

“specified future tax consequences for those years) 


does: not exceed 


hee 2 the total of the business limit of the corporation for its 
immediately preceding taxation year and the total of the 
business limits of all such associated corporations for 
their taxation years that ended in the particular calendar 
year, or’ 


Cl (b)(i)(B) formerly read: 


(B) the corporation is; throughout the year, a Canadian-con- 
trolled private corporation whose taxable income for the im- 
mediately preceding taxation year together with the taxable 
incomes of all corporations with which it was associated in 
the year for their taxation years ending in the calendar year 
immediately preceding the calendar year in which the taxa- 
tion year of the corporation ended does not exceed the total of 
the business limits (as determined under section 125) of the 
corporation and the Shan corporations for)those preced+ 
ing years, or 


Subpara.'157(1)(a)@) amended by 1994, c.:7,; Sch. VII (1993, c. 
24), subsec. 94(¢1), ee to. 1992 et seq..Subpara. gga for- 
merly read: 


(i) on or before the last day of each month in the year, an 
amount equal to '/i2 of the total of the amounts éstimated by it 
to be the taxes payable under this Part and Part VI.1-by it for 
the year, 


That portion of - para. 157(1)(b) preceding subpara. (i) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 94(2), to add reference to 
Parts I.3 and VI, applicable to 1992 et seg. 


Pre-RSC History: Subpara. 157(1)(a)G) substituted by 1990, c. 
39, subsec. 40(1), applicable to 1990 et seq. Subpara. (a)(i) formerly 
read: 


(i) on or before the last day of each month in the year, the 
aggregate of an amount equal to '/12 of the amount estimated 
by it to be the tax’ payable under this Part by it for the year 
computed without reference to section 123.1, paragraph 
125.2(1)(a), section 127.2 and 127.3 and an amount equal. to 
'‘/fi2 of the amount estimated by it to be the tax.payable under 
Part VI.1 by it for the year, 


Subpara. 157(1)(a)(i) and that portion of para. -157(1)(b) teceing 
subpara. (i) substituted by 1988, c. 55, subsecs. 138(1), (2), applica- 
ble to 1988 et. seq., except that in applying subpara. 157(1)(a)(i) to 
the 1988 taxation year it shall be read without reference to the 
words “paragraph 125.2(1)(a)”. Subpara. 157( pau and that por- 
tion of para. (b) formerly read: 


(i) on or before the last day of each month in the year, an 
amount equal to '/i2 of the amount estimated by it to be 
the tax payable under this Part by it for the year com- 
puted without reference to sections 123. 1, 127.2 and 
127.3; 


(b) the remainder of the tax payable by it under this Part for 
the year 


Subsec. 157(1) substituted by 1986, c. 6, subsec. 87(1), applicable 
with respect to 1985 et seq., except that in its application to the 
1985 taxation year, the subsec. shall be read as follows: 


157. (1) Every corporation shall, during the 15 month period 
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~ ending 3 months after the close of a taxation year, pay to the 


Receiver General 
(a) either © 


(i) on or before the last day of each of the first 12 
months in that period, an amount equal to '/12 of the 
amount estimated by it to be. the tax payable under 
this Part by it for the year computed without refer- 
ence to sections 123.1, 127.2 and 127.3, 


(ii) on or before the last day of each of the first 12 
months in that period, an amount equal: to '/12 of its 
first: instalment base for the year, or 


(iii) on or before the last day of each of the first 2 
months in that period, an amount equal to '/12 of its 
' second instalment base for the year, and on or before 
the last day of each of the next following 10 months 
in that period, an amount equal to “io of the amount 
remaining after deducting the amount computed pur- 
suant to this subparagraph in respect of the first 2 
months of the period from its first instalment base for 
the year; and 


(b) the remainder of the tax as estimated by it under sec- 
tion 151, 


(i) on or*before the end of the third month following 
the end of the year, where 


(A) an amount was deducted by virtue of section 
125 in computing the tax payable under this: Part 
by the corporation for the year or its immedi- 
ately preceding taxation year; and 


(B) the corporation is, throughout the year, a Ca- 
nadian-controlled private corporation whose tax- 
able income for the immediately preceding taxa- 
tion year together with the taxable incomes of all 
corporations with which it was associated in the 
year for their taxation years ending in the calen- 
dar year immediately preceding the calendar 
year in which the taxation year of the corpora- 
tion ended does not exceed the aggregate of the 
business limits (as determined under section 
125) of the corporation and the associated corpo- 
rations for those preceding years, or . 


(ii) on or before the last day of the fourteenth month 
of the period, in any other case. 


Subsec. (1) formerly read: . 


157. (1) Corporations — Every corporation shall, during the 
15 month period ending 3 months after the close of a taxation 
year, pay to the Receiver General 


(a) either 


- (i) on or before the last day of each of the first 12 
months in that period, an amount equal to '/:2 of the 
amount estimated by it to be the tax payable under 
this Part by it for the year computed without refer- 
ence to sections 123.3 to 123.5, 127.2 and 127.3, 


(ii) on or before the last day of each of the first 12 
months in that period, an amount equal to '/i2 of its 
first instalment base for the year, or 


(iii) on or before the last day of each of the first 2 
months in that period, an amount equal to '/12 of its 
second instalment base for the year, and on or before 
the last day of each of the next following 10 months 
in that period, an amount equal to '/io of the amount 
remaining after deducting the amount computed pur- 
suant to this subparagraph in’ respect of the first 2 
months of the period from its first instalment base for 
the year; and 
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(b) the remainder of the tax as estimated by. it under sec- 
tion 151, 


(i) on or before the last day of the period, where the 
corporation is, throughout the year, a Canadian-con- 
trolled private corporation and the aggregate of its 
taxable income for the immediately preceding taxa- 
tion year and the taxable incomes of all corporations 
with which it was associated in the year for their tax- 
ation years ending in the calendar year in which the 
immediately preceding taxation year of the corpora- 
tion ended does not exceed the aggregate of the busi- 
ness limits (as determined under section 125) of the 
corporation and the associated corporations for those 
years, or 


(ii) on or before the last day of the fourteenth month 
of the period, in any other case. 


All that portion of subsec. 157(1) preceding subpara. (b)(i) substi- 
tuted by 1985, c. 45, subsec. 88(1), applicable to 1986 et seq., but 
subsec. 88(1) of said statute repealed by 1986, c. 6, s. 131, deemed 
in force October 29, 1985. 


Subparas. 157(1)(b)(i) and (1)(b)(ii) substituted by 1985, c. 45, sub- 
secs. 88(2), (3), applicable, as to subpara. (1)(b)(i), to 1985 et seq. 
and as to subpara. (1)(b)(ii), to 1986 et seqg., but subsecs. 88(2), (3) 
of said statute repealed by 1986, c. 6, s. 131, deemed in force Octo- 
ber 29, 1985. 


Subparas. 157(1)(a)(i) and (b)(i) substituted by 1984, c. 45, subsecs. 
63(1), (2). Reference to ss. 127.2 and 127.3 was added to subpara. 
(a)(i), applicable with respect to amounts deducted under ss. 127.2 
and 127.3 in respect of shares, debt obligations and rights acquired 
after February 15, 1984, other than shares, debt obligations or rights 
acquired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights were substantially advanced before February 16, 1984. As 
substituted, subpara. (b)(i) is applicable to 1985 et seg. Subpara. 
(b)@) formerly. read: 


(1) on or before the last day of the period, where an amount 
was deducted by virtue of section 125 in computing the tax 
payable under this Part by the corporation for the year or for 
its immediately preceding taxation year, or 


Subpara: 157(1)(a)(i) substituted by 1980-81-82-83, c. 140, s. 106, 
applicable to taxation years ending after 1981. Subpara. (a)(i) for- 
merly read: 


(i) on or before the last day of each of the first 12 months in 
that period, an amount equal to 1/12 of the amount estimated 
by it to be the tax payable under this Part by it for the year 
computed without reference to section 123.3, 


All that portion of subsec. 157(1) preceding para. (b) substituted by 
1980-81-82-83, c. 48, subsec. 87(1), applicable, except as to sub- 
para. 157(1)(a)(i), to taxation years commencing after October 28, 
1980, and as to subpara. 157(1)(a)(i), to taxation years ending after 
December 31, 1979. That portion formerly read: 


157. (1) Every corporation shall, during the 15 months period 
ending 3 months after the close of each taxation year, pay to 
the Receiver General of Canada, 


(a) either 


(i) on or before the last day of each of the first 12 
months in that period, an amount equal to '/i2 of the 
amount estimated by it to be the tax payable under 
this Part by it for the year computed without refer- 
ence to section 123.2, 


(ii) on or before the last day of each of the first 12 
months in that period, an amount equal to '/i2 of its 
instalment base for the immediately preceding taxa- 
tion year, or on or before the last day of each of the 
first 2 months in that period, an amount equal to ‘/i2 
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of its instalment base for the second taxation. year 
preceding the year, and on or before the last day of 
each of the next following 10 months in that period, 
an amount equal to '/io of the amount remaining after 
deducting the amount computed pursuant to this sub- 
paragraph in respect of the first 2 months of the pe- 

‘riod from its instalment base for the immediately 
preceding taxation year; and 


1980-81-82-83, c. 48, subsec. 87(2), provides that in its application 
to the 1980 taxation year, para. (b) shall be read as follows: 


(b) the amount, if any, by which the remainder of the tax as 
estimated by it under section 151 exceeds the amount added 
under section 123.3 to the tax for the year otherwise payable 
under this Part by the corporation 


(i) on or before the last day of the period, where an 
amount was deducted by virtue of section 125 in comput- 
ing the tax payable under this Part by the corporation for 
the year or forits immediately preceding taxation year, or 


(ii) on or before the last day of the fourteenth month of 
the period, in any other case, 


and the amount added under section 123.3 to the tax for the 
year otherwise payable under this Part by the corporation for 
the. year, on or before the later of June 30, 1980 and the day 
referred to in subparagraph (1) or (11), as the case may be. 
Subpara. 157(1)(b)(i) substituted by 1976-77, c. 4, s. 63, applicable 
to 1976 et seq. Subpara. (b)(i) formerly read: 
(i) on or before the last day of the period, where an amount 
was deducted by virtue of section 125 in computing the tax 
payable under this Part by the corporation for its immediately 
preceding taxation year, or 
Subpara. 157(1)(a)(i), para. 157(1)(b) substituted by 1974-75-76, c. 
26, subsecs. 104(1), (2), applicable, as to subpara. 157(1)4a)(), to 
1974, 1975 and 1976 taxation years and for 1977 et seq. to be read 
as it read immediately before the coming into force of subsec. 
104(1), and, as to para. 157(1)(b), to taxation years ending after No- 
vember 18, 1974, Subpara. (a)(i), para. (b) formerly read: 

_ (i) on or before the last day of the first 12 months in that . 
period, an amount equal to 1/12 of the amount estimated 
by it to be the tax payable under this Part by it for the 
year, 


(b) on or before the last day of the period, the remainder of 
the tax as estimated under section 151. 


Subsec: 157(1) substituted by 1973-74, c. 14, subsec. 57(1), applica- 
ble to 1972 et seq: 


Information Circulars: 81-11R3: Corporate instalments. 
Forms: T7B CORP: Corporation installment guide. 


(2) Special case — Where a corporation 


(a) has held out the prospect that it will make al- 
locations in proportion to patronage to its cus- 
tomers of a taxation year as described by section 
135, or 


(b) is a credit union, 


and for the year or the immediately preceding taxa- 
tion year 
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(c) its taxable income (determined before taking 
into consideration the specified future tax conse- 
quences for the year or that preceding year, as the 
case may be) was not more than $10,000, and 


(d) no tax was payable by it under any of Parts 

13, VI and VI.1 (determined before taking into 
consideration the specified future tax conse- 
quences for the year or that peat year, as 5 GE 
case may be), 


it may, instead of paying the instalments required by 
subsection (1), pay to the Receiver General at the 
end of the third month following the end of the year 
the total of the taxes payable by it under this Part and 
Parts 1.3, VI and VI.1 for the year. 

Related Provisions: 


151 — Estimate of tax; 
repealed. 


History: Paras. 157(2)(c) and (d) amended a9 1997, ce. 25,:subsec. 
49(2), applicable to. amounts that become payable after 1995. Paras. 
(c) and (d) formerly read: 


135 — Patronage dividend deduction; 
161(3) — Special 3% interest charge 


(c) its taxable income was not more than $10,000, and 


(d) no tax was payable by it under any of Parts 1.3, VI and 
VII, 


All that portion of subsec. 157(2) following para. (c) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. iva applicable to 1992 
et seq. That portion formerly read: 


(d) no tax was payable. by it under Part VI.1, 


it may, instead of paying the instalments required by subsec- 
tion (1), pay to the Receiver General at the end of the third 
month following the end of the year the total of the taxes pay- 
able by it under this Part and Part VI.1 for the year. 


Pre-RSC History: That portion of subsec. 157(2) following para. 
(b) substituted by 1988, c. 55, subsec. 138(3), applicable to 1988 et 
seq. That portion formerly read: 


and its taxable income for the year or the immediately pre- 
ceding taxation year is not more than $10,000, it may, instead 
of paying the instalments required by subsection (1),-pay to” 
the Receiver General at the end of the third month following 
the end of the year the whole of the tax payable by it under — 
this Part for the year. 


All that portion of subsec. 157(2) following para: (b) substituted by 
1985, c. 45, subsec. 88(4), applicable to 1986 et seq. That portion 
formerly read: 


and its taxable income for the year is estimated by it to be not 
more than $10,000, it may, instead of paying the instalments 
required by subsection (1), pay to the Receiver General, at the 
end of the period referred to in subsection (1), the whole of 
the tax as estimated by it under section 151. 


S. 157(2.1): 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, 5. 115. — 


Subsec. 157(2) substituted by 1974-75-76, c. 26, subsec, 104(3), ap- 
plicable to 1972 et seq. 


(2. 1) Idem — Where 


(a) the total of. the taxes payable under this Part 
and Parts I.3, VI and VI.1 by. a.corporation for a 
taxation year (determined before taking into. con- 
sideration the specified future tax consequences 
for the year), or. 


(b) the. corporation’s first instalment base ~ the 
year ; Ds , 
is not more, than $1,000, the corporation may, in- 
stead of paying the instalments required, for the year 
by paragraph (1)(a), pay to. the Receiver General, 
under paragraph (1)(b), the total-of the taxes payable 


_ by it under this Part and Parts I.3, VI and VI.1. for 


the year. 
Related Provisions: 156. 1(1) anes instalment required, 


History: Para. 157(2.1)(a) amended by 1997, c. 25, subsec. 49(3), 
applicable to amounts that become payable after 1995. Para. (a) for- 
merly read: 


(a) the total of the taxes payable (before taking into consider- 

‘ation any amount referred’ to in any of subparagraphs 
161(7)(a)(ii) to. (x) that was_excluded or deducted, as the case 
may be) under this Part and Parts I.3, VI. and VL. by acorpo- 
ration for a taxation year, or 


Subsec. 157(2.1) amended by 1994, ¢.. 7, Sch., VIL, (1993, c.,24), 
sues Cause applicable to 1992 et seg. Subsec. a 1) formerly 
read: 


(2.1) Where © 


(a) the total of the taxes payable (before taking into con- 

' sideration any amount referred to insany of subpara- 
graphs 161(7)(a)Gi) to (viii) that, was excluded or de- 
ducted, as the.case may be) under this Part and Part VI.1 
by a corporation for a taxation year, or 


(b) the corporation’ s first instalment base for the year 


is ‘not more than $1,000, the corporation may, instead of pay- 
ing the instalments required by paragraph (1)(a) for the year, 
pay to the Receiver General, pursuant to paragraph (1)(b), the 
total of the taxes payable Uy it under this Part and: Part VI.1 
forthe year. 


Para. 157(2.1)(a) amended by 1994, c. 7, Sch. VI (1992, c: 29); -s. i 
to. substitute. “161(7)(a)(ii) to (viii)” for “161(7)(a)Gi) to (vii)”, a 
plicable.to, 1992 et seq. 


Para. 157(2.1)(a) substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
130, applicable 


(a) to 1990 ef seq.; and 


(b) with respect to amounts referred to in para. 161(7)(a), in 
respect of subsequent taxation years referred to in that para. 
ending after 1989, 


Para. (a) formerly read: 


(a) the total of the taxes payable under this Part, Part I.3 and 
Part VI.1 by a corporation for a taxation year, or 


Pre-RSC History: Para. 157(2.1)(a) substituted by 1990, c. 39, 
subsec. 40(2), applicable to 1990 et seg. Para. (a) formerly read: 


(a) the aggregate of the tax payable under this Part (computed 
without reference to sections 127.2 and 127.3) and:the tax 
payable under Part VI.1 by a corporation for a taxation year, 
or 
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Subsec. 157(2.1) substituted by 1988, c. 55, subsec. 138(4), applica- 
ble to 1988 et seg. Subsec. (2.1) formerly read: 


(2.1) Where the tax payable under this Part (computed with- 
out reference to sections 127.2 and 127.3) by a corporation 
for a taxation year or its first instalment base for the year is 
not more than $1,000, the corporation may, instead of paying 
the instalments required by paragraph (1)(a) for the year, pay 
to the Receiver General, pursuant to paragraph (1)(b), all of 
its tax as estimated by it under section 151 forthe year. 


Subsec. 157(2.1) added by 1984, c. 45, subsec. 63(3), applicable to 
1984 et seq. 
Information Circulars: 81-11R3: Corporate instalments. 


(3) Private, mutual fund and non-resident- 
owned investment corporations — Notwith- 
standing subsection (1), the amount payable for a 
taxation year by a corporation to the Receiver Gen- 
eral on or before the last day of any month in the 
year shall be deemed to be the amount, if any, by 
which 


(a) the amount so payable as determined under 
that subsection for the month : 


exceeds 


(b) where the corporation is neither a mutual fund 
corporation nor a non-resident-owned investment 
corporation, '/i2 of the corporation’s dividend re- 
fund (within the meaning assigned by subsection 
129(1)) for the year, 


(c) where the corporation is a mutual fund corpo- 
ration, '/12 of the total of 


(1) the corporation’s capital gains refund 
(within the meaning assigned by section 131) 
for the year, and 


(11) the amount that, by virtue of subsection 
131(5), is the corporation’s dividend refund 
(within the meaning assigned by section 129) 
for the year, 


(d) where the corporation is a non-resident- 
owned investment corporation, 1/12 of the corpora- 
tion’s allowable refund (within the meaning as- 
signed by section 133) for the year, and 


(e) '/i2 of the total of all amounts each of which is 
an amount deemed by subsection 125.4(3) or 
127.41(3) to have been paid on account of the 
corporation’s tax payable under this Part for the 
year. 
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Related Provisions: 131(5)— Dividend refund to mutual fund 


corporation; 136— Cooperative not private corporation — 


exception. 


History: Para. 157(3)(e) amended by 1996, c 21, s. 41, eee 
to 1995 et seq. Para. (e) formerly read: 


(e) '/i2 of the amount deemed by subsection 127.41(3) to have 
been paid on account of the corporation’s tax payable under 
this Part for the year. 


Para. 157(3)(e) added by 1995, c. 3, s. 47, applicable to taxation 
years that end after February 22, 1994. 


Para. 157(3)(b) amended by 1994, c. 7,.Sch. VII (1993, c. 24), sub- 
sec. 94(5), applicable to 1993 et seq. Para. (b) formerly read: 


(b) where the corporation is a private corporation, '/i2 of the 
corporation’s dividend refund (within the meaning assigned 
~ by section 129) for the year, 


Pre-RSC History: All that portion of subsec. 157(3) preceding 
para. (b) substituted by 1985, c. 45, subsec. 88(5), applicable to 
1986 et seq. That portion formerly read: 


(3) Private corporation, mutual fund corporations and 
non-resident-owned investment corporations — Notwith- 
standing subsection (1), the amount payable by a corporation 
to the Receiver General on or before the last day of any of the 
first 12 months in the 15 months period referred to therein 
ending 3 months after the close of a taxation year shall be 
deemed to be the amount, if any, by which 


(a) the amount so payable otherwise determined under 
that subsection, 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 

Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(4) Definitions — In this section, “first instalment 
base” and “second instalment base” of a corporation 
for a taxation year have the meanings prescribed by 
regulation. 


Pre-RSC History: Subsec. 157(4) substituted by 1980-81-82-83, 
c. 48, subsec. 87(3), applicable to taxation years commencing after 
October 28, 1980. Subsec. 157(4) formerly read: 


(4) “instalment base” defined — In this section, “instalment 
base” of a corporation for a taxation year means the amount 
determined in prescribed manner to be its instalment base for 
the year. 


Subsec. 157(4) added by 1973-74, c. 14, subsec..57(2), applicable to 
1972 et seq. 


Regulations: 5301 (meaning of “first instalment base”, copanid 
instalment base”). 


Definitions [s. 157]: “amount” — 248(1); 
“business limit” — 125(2)-(5.1), 248(1); “ 
Interpretation Act 35(1); “credit union” — 137(6), 248(1); “first in- 
stalment base” — 157(4), Reg. 5301(1); “mutual fund corpora- 
tion” — 131(8);.“non-resident-owned investment corporation” — 
133(8), 248(1); “prescribed” — 248(1); “resident in Canada” — 
250; “second instalment base” — 157(4), Reg. 5301(2); “share” — 


“associated” — 256; 


248(1); “specified future tax consequence” — 248(1); “tax paya- 
ble” — 248(2); “taxable income” — 2(2), 248(1); “taxation 
year” — 249. 


158. Payment of remainder — Where the Minis- 
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ter mails a notice of assessment of any amount paya- 
ble by a taxpayer, that part of the amount assessed 
then remaining unpaid is payable forthwith PM the 
taxpayer to the Receiver General. 


Related Provisions: 156.1(4) — Obligation of individual to pay 
balance by balance-due date; 157(1)(b) — Obligation of corporation 
to pay balance; 164(3) — Interest on overpayments; 220(4) — Se- 
curity for taxes; 222-225 — Collection of taxes; 225.1 — Collec- 
tion restrictions; 248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: S.°158 substituted by 1985,.c..45, subsec. 
89(1), applicable with respect to notices of assessment mailed after 
October 29, 1985. S. 158 formerly read: 


158. (1) Payment of remainder — The taxpayer shall, 
within 30, days from the day of mailing of the notice of as- 
sessment, pay to the Receiver General any part of the as- 
sessed tax, interest and penalties then remaining unpaid, 
whether or not an objection to or appeal from the assessment 
is outstanding. 


(2) Where, inthe opinion of the Minister, a taxpayer is at- f 
tempting to avoid payment of taxes, the Minister may direct 
that all taxes, penalties and interest be paid forthwith upon 
assessment. 


“Receiver General” substituted. for “Receiver General of Canada” 
by 1980-81-82-83, c.'48, s. 115. 


Selected Cases [s. 158]: Lambert v. The Queen, [1976] C.T.C. 
611:(FCA) (Subsequent ‘reassessment not affecting validity of is- 
sued certificate in respect of unpaid balance for tax), 

Definitions [s. 158]: 
248(1). 
Forms [s. 158]: T7D: Statement of account; T118A: Reminder of 
past due account. 


“assessment”, “Minister”, “taxpayer” — 


159. (1) Payment on behalf of others — Where 
the Minister mails to a person required by section 
150 to file a return of the income of a taxpayer for a 
taxation year a notice of assessment of any amount 
payable for the year by or in respect of the taxpayer, 
that part of the amount assessed then remaining un- 
paid is payable forthwith by the person to the Re- 
ceiver General to the extent that the person has or 
had, at any time after the end of the taxation year, in 
his or her possession or control property belonging 
to the taxpayer or the taxpayer’s estate and on pay- 
ment thereof the person shall be deemed to have 
made the payment on behalf of the taxpayer. 
Reiated Provisions: 150 — Returns; 248(7)(a) — Mail deemed 
received on day mailed. 

Pre-RSC History: Subsec. 159(1) substituted by 1985, c. 45, 


subsec. 90(1), applicable with respéct to notices of assessment 
mailed after October 29, 1985. Subsec. 159(1) formérly read: 


159, (1) Payments on behalf of others — Every person re- . 
quired by section 150 to file a return of the income of any 
other person for a taxation year shall, within 30 days from the 
day of mailing of the notice of assessment, pay all taxes, pen- 
alties and interest payable by or in respect of that person to’ ' 

* the extent that he has or had, at any time since the taxation 
year, in his possession or control property belonging to that 
person or his estate. and. shall thereupon be deemed:to have 
made that payment on behalf of the taxpayer. 


(2) Certificate before distribution — Every: per- 
son (other than a‘trustee in bankruptcy) who is an 
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assignee, liquidator, receiver, receiver-manager, ad- 
ministrator, exécutor or any other like person (in this 
section referred to as the “responsible representa- 
tive’) administering, winding up, controlling or oth- 
erwise dealing with a property, business or estate of 
another person shall, before distributing to one or 
more persons any property over which the responsi- 


_ ble representative has control in the capacity of the 


responsible representative, obtain a certificate from 
the Minister, by applying therefor in prescribed 


form, certifying that all amounts 


(a) for which any taxpayer is liable under this Act 
in respect of the taxation year in which the distri- 
bution is made, or any preceding taxation year, 
and 


(b) for the payment of which the responsible rep- 
_ Tesentative is or can reasonably be expected to 
become liable in that capacity . 7 


have been paid’ or that security for the payment 
thereof has been accepted by the Minister. 


Related Provisions: 159(3) — Liability where property distrib- 
uted with no certificate; 220(4) — Security for taxes; 221. . —'Tia- 
bility of directors for withholding taxes. 


History: That portion of subsec. 159(2) preceding para’ (a) substi- 
tuted by 1994, c..7, Sch. II. (1991, c. 49), s. 131, applicable to appli- 
cations made after December 17, 1991. That portion formerly read: 


(2) Certificate before distribution — Every person (other 
than a trustee in bankruptcy) who is an assignee, liquidator, 
receiver, receiver-manager, administrator, executor, or any 
other like person, (in this section referred to as the. “responsi- 
ble representative”) administering, winding up, controlling or 
otherwise dealing with a property, business or estate of an- 

other person, before distributing to one or more persons any 
property over which the responsible representative has con- 
trol in that capacity, shall obtain a certificate from the Minis- 
ter certifying that all amounts 


Pre-RSC History: Subsec. 159(2) substituted by 1985, c. 45, 
subsec. 90(1). Subsec. 159(2) formerly read: , 


(2) Every assignee, liquidator, administrator, executor and 
other like person, other than a trustee in bankruptcy, before 
distributing any property under his control, shall obtain a cer- 
tificate from the Minister certifying that taxes, interest or pen- 
alties that have been assessed under this Act and are chargea- 
ble against or payable out of the property have been paid or 
that security for the payment thereof has, in accordance with 
subsection 220(4), been accepted by the Minister. 


Selected Cases [subsec. 159(2)]: Paquet v. MNR, [1992] 1 
C.T.C. 2699 (TCC) (Appellant not responsible representative of tax- 
payer corporation, not personally liable for payment of tax owed by 
latter); Flemming Estate v. MNR, [1983] C.T.C. 321 (FCTD); rev’d 
in part (sub nom.The Queen v. Parsons) [1984] C.T.C.'352 (FCA) 
(No need to seek certificate from Minister when requirements of 
section do not cover directors of corporation). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; CPP-2: Canada pension plan — sta- 
tus of employer where trustee in bankruptcy, receiver or receiver 
and manager is appointed; UI-3; Unemployment Insurance Act — 
status of employer where trustee in bankruptcy, receiver or receiver 
and manager is appointed. 


Information Circulars: 82-6R: Clearance certificate. 
Forms: TX19: Request for clearance certificate. 


(3) Personal liability — Where a responsible rep- 
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resentative distributes to one or more persons prop- 
erty over which the responsible representative has 
control, in that capacity without obtaining a certifi- 
cate under subsection (2) in respect of the amounts 
referred to in that subsection, the responsible repre- 
sentative is personally liable for the payment of 
those amounts:to the extent of the value of the prop- 
erty distributed, and the Minister may assess the re- 
sponsible representative therefor in the same manner 
and with the same» effect as an assessment made 
under section 152. 
Pre-RSC History: Subsec. 159(3) substituted by 1985, c., 45, 
subsec. 90(1). Subsec. 159(3) formerly. read: 

(3) Liability — Distribution of property without a certificate 

required by subsection (2) renders the person required to, ob- 


tain the certificate personally liable for the unpaid taxes, in- 
' terest and penalties. 


Selected Cases [subsec. 159(3)]: Flemming’ Estate v. MNR, 
[1983] C.T.C. 321 (FCTD); rev’d in part (sub nom.The Queen v. 
Parsons) [1984] C.T,C. 352 (FCA) (No need to seek. certificate 
from Minister when requirements of section do not cover directors 
of corporation). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. 


(4) Election on emigration — Where an individ- 
ual to whom subsection 128.1(4) applies 


(a) so elects in prescribed manner on or. before 
the individual’s balance-due day for the. taxation 
year in which the individual.ceased to be resident 
in Canada, and 


(b) furnishes to the Minister security acceptable 
to the Minister for payment of any tax under this 
Act the payment of which is deferred by the 
election, 


all or any portion of such part of that tax as is equal 
to the amount, if any, by which that tax exceeds the 
amount that would be that tax if this Act were read 
without reference to subsection 128.1(4) may, sub- 
ject to subsection (4.1), be paid in such number of 
equal annual instalments as is. specified in the elec- 
tion by the individual. 


Related Provisions: 159(4.1y— Instalment requirements; 
159(7) — Form and manner of election, and interest. 


History: Subsec. 159(4) substituted by 1994, c. 21, s.. 78, applica- 
ble to changes in residence occurring after 1992. That subsec. for- 
merly read: 


(4) Election where subsec. 48(1) applicable — Where 
subsection 48(1) is applicable in respect of a taxpayer who 
has ceased to be resident in Canada in a taxation year, and the 
taxpayer so elects and furnishes the Minister with security ac- 


ceptable to the Minister for payment of any tax the payment . 


of which is deferred by the election, notwithstanding any pro-' © 
vision of this Part respecting the time within which payment 
shall be made of the tax payable under this Part by the tax- 
payer for the year, all or any portion of such part of that tax as 

is equal to the amount, if any, by which that tax exceeds the’ ’ 
amount that that tax would be, if this Act were read without 
reference to subsection 48(1), may be paid in such number 
(not exceeding 6) of equal consecutive annual instalments as 
is specified by the taxpayer in the election, the first instalment 
of which shall be paid on or before the day on or before 
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which payment of that tax would, but for the election, have 

been required to be made and each subsequent instalment of 

which shall be paid on or before the next following anniver- 
~ sary of that day.’ 


Pre-RSC History: Subsec. 159(4) substituted by 1984, c. 45, s. 
64, to delete “whether such security is by way of a charge of any 
kind on property of the taxpayer or any other person or by way of 
guarantee from any other person,” formerly after “payment of 
which is deferred. by the election”, applicable after February 15, 
1984. 


Subsec. 159(4) added by 1973-74, c. 14, s. 58, applicable to 1972 er 
seq. — ee 


_ Regulations: 1301 (prescribed manner of making election). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


Forms: T2074: Election, under subsection 159(4) of the ITA, to 
defer payment of income tax on the deemed disposition of property. 


(4.1) Idem — Where an individual to whom subsec- 
tion 128.1(4) applies elects under subsection (4), 


(a) the number of equal annual instalments pro- 
vided in the election shall be deemed to be the 
lesser of 6 and such other number as is specified 
in the election by the individual; 


(b) the first instalment shall be paid on or before: 
the individual’s balance-due. day for the taxation 
year; and 


(c) each subsequent instalment shall be paid on or 
before the next following anniversary of the day 
described in paragraph (b). 
History: Subsec. 159(4.1) added by 1994, c. 21, s. 78, applicable to 
changes in residence occurring after 1992. 


(5) Election where certain provisions apna 
ble — Where subsection 70(2), (5) or (5.2) of this 
Act or subsection 70(9.4) of the Income Tax Act, 
chapter 148 of the Revised Statutes.of Canada, 1952, 
is.applicable.in. respect of a taxpayer who has died, 
and the taxpayer’s legal representative so elects and 
furnishes the Minister with security acceptable to the 


_ Minister, for payment of any tax.the payment of 
_which.is deferred by the election, notwithstanding 


any provision of this Part or the Income Tax Applica- 
tion Rules respecting the time within which payment 


_ shall be made of the tax payable under this Part by 


the taxpayer for the taxation year in which the tax- 
payer died, all or any portion of such part of that tax 
as is equal to the amount, if any, by which that tax 
exceeds the amount that that tax would be, if this Act 
were read without reference to subsections 70(2), (5) 
and (5.2) and the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, were read without 
reference to subsections 70(2), (5), (5.2) and (9.4) of 
that Act, may be paid in such number (not exceeding 
10) of equal consecutive annual instalments as is 
specified by the legal representative in the election, 
the first instalment of which shall be paid on or 
before the day on or before which payment of that 
tax would, but for the election, have been required to 
be-made, and each subsequent instalment of which 
shall be paid on or before the next following anni- 
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versary of that day: 


Related Provisions: 159(6) — Meaning of “‘tax sate under 
this Part”; 159(7) — Form and manner of election, and interest. 


Pre-RSC History: Subsec. 159(5) substituted’ by 1984,:¢. 45, s. 
64, to delete “whether such’security is by way of,a charge of any 
kind on property that was property.of the taxpayer or.is property of 
any other person or by. way of guarantee from any other person,” 
formerly after “payment of which is deferred by the election”, appli- 
cable after February 15, 1984. 


Subsec. 159(5) substituted by'1977-78, c. 32, s.'8; applicable in re- 
spect of deaths occurring after 1977. Subsec. 159(5) formerly read: 


(5) Election where’ss. 70(2) or (5 ) applicable — Where 
subsection 70(2) or (5) is applicable in respect of a taxpayer 
who has died, and the taxpayer’s legal representative so'elects 
and furnishes to the Minister security acceptable to the Minis- 


ter for payment of any tax the payment of which is deferred _, 


by the election, whether such’ security is by. way of a charge 
of any kind on property that was property of the taxpayer or 


is property of-any other person.or by way of guarantee from’: 


any other person; notwithstanding any provision of this Part «: 
or the Income*Tax' Application Rules, 1971: respecting the»: 


time within which payment shall be made of the, tax, payable. 


under this Part by the taxpayer for the taxation year in which 
he died, all or any portion of such part of that.tax.as is equal 


to the amount, if any, by which that tax exceeds the amount 


that that tax would be, if this Act were read without reference 
to subsections 70(2) and (5), may be paid in such number (not 
exceeding 6) of equal consecutive annual instalments as is’ 
specified by the legal representative in the election, the first 

«instalment of which shall be paid on or'before the day on or 
before which payment of that‘tax: would, but for the election, 
have been required to be made and each subsequent instal- 
ment. of which shall be paid on or before the next following 
anniversary of that day. 


Subsec: 155) added by 1973- 74, C. 14, Se 58, applicable to 1972 et 
seq. 
Beeristlode: 1001 (prescribed manner of making election). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-212R3: Income’ of deceased persons — rights or 
things; IT-278R2: Death of a partner or of a retired partner. 

Forms: T2075: Election to defer payment of income tax under sub- 
sec. 159(5) by a deceased taxpayer’s legal representative or trustee. 


(5.1) Idem — Where, in the taxation year in which a 
taxpayer dies, an amount is included in computing 
the taxpayer’s income by virtue of paragraph 
23(3)(C) of the Income Tax Application Rules, the 
provisions of subsection (5) apply, with such modifi- 
cations as the circumstances require, as though the 
amount were an amount included in computing the 
taxpayer’s income for the year’by virtue of subsec- 
tion 70(2) or an amount deemed to have been re- 
ceived by the taxpayer by virtue of subsection 70(5). 


Related Provisions: 70(2) — Deceased. taxpayer — amounts re- 
ceivable; 70(5) — Depreciable and other capital property. 


Pre-RSC: History: Subsec. ine 1) added by 1974-75-76, c. 26, s. 
105, applicable to 1972 et seq. 


I.T. Application Rules: 23(3). 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things; IT-278R2: Death of a partner or of a retired 
partner. . 
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(6) Ildem:— For the purposes of subsection (5), the 


“tax payable under this Part” by a taxpayer for the 


taxation year in which the taxpayer died includes any 


_tax payable under this Part by virtue of an élection in 
'respect of the taxpayer’s death made. by the tax- 


payer’s. legal representative under subsection 70(2) 


_ or under the provisions of that subsection as they are 


required to be read by virtue of the Income Tax Ap- 


_ plication Rules. 
- Pre-RSC History: Subsec. 159(6) added by 1973- 74, c. 14, s. 58, 


apes ‘to 1972 et seq. 
(6.1) Election where subsec. 104(4) applica- 


_ble — Where a day determined under paragraph 


104(4)(a), (a.1), (b) or (c) in respect of a trust occurs 
in a taxation year of the trust and the trust ‘so elects 
and furnishes to the Minister security acceptable to 
the Minister for payment of any tax the payment of 
which is deferred by the election, notwithstanding 
any other provision of this Part respecting the time 
within which payment shall be made of the tax paya- 
ble under this Part by the trust for the year, all or any 


portion of such part of that tax as is equal to the 
amount, if any, by which that tax exceeds the’ 


amount that that tax would be if this Act were read 
without reference to paragraph 104(4)(a), (a.1), (b) 
or (c), as the case may be, may be paid in such num- 
ber (not exceeding 10) of equal consecutive annual 
instalments as is specified by the trust in the election, 
the first instalment.of which shall be paid on or 
before the day on or before which payment of that 
tax would, but for the election, have been required to 


be made and each subsequent instalment of. which 


shall be paid on or before the next following anni- 
versary of that day. 


Related Provisions: 104(5.3) — Election to postpone deemed 


. disposition; 159(7) — Form and manner of election, and interest. 


History: Subsec. 159(6.1) added by 1994, ro ee Sch. Vil At ats G; 
24), s. 95,'applicable to 1993 et seq. 


(7) Form and manner. of election and inter- 


_ est — Every election made by a taxpayer under sub- 
- section (4) or (6.1) or by the legal representative of a 


taxpayer under subsection (5) shall be made in pre- 
scribed form and on condition that, at the time of 


_ payment of any amount payment of which is de- 


ferred by the election, the taxpayer shall pay to the 
Receiver General interest on the amount at. the. pre- 
scribed rate in effect at the time the election was 
made, computed from the day on or before which the 
amount: would, but for the election, have been re- 
quired to be paid to the day of payment:: 

Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 248(11) — Interest compounded daily. 


' History: Subsec. 159(7) amended by 1994, Cl /3SCh. VIII (1993, c. 


ae 5)°o5, applicable to 1993 et seg. Subsec. (7) formerly. read: 


(7). Form and manner of election and interest — Every 
election made by a taxpayer under subsection (4) or by the 
‘legal representative of a taxpayer under subsection (5), as the 
“case may be;-shall be made-in prescribed form ‘and in pre- 
scribed manner and on condition that, at the time of payment 
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of any amount payment of which is deferred by the election, 
the taxpayer shall pay to the Receiver General interest on the 
amount at the prescribed rate in effect at the time the election 
was made computed from the day on or before which the 
amount would, but for the election, have been required to be 
paid to the day of payment. 


Pre-RSC History: Subsec. 159(7) substituted by 1985, c. 45, 
subsec. 90(2). Subsec. 159(7) formerly read: 


(7) Every election made by a taxpayer under subsection (4) or 
by the legal representative of a taxpayer under subsection (5), 
as the case may be, shall be made by him in prescribed form 
and in prescribed manner, and on condition of payment, at the 
time of payment of any amount the payment of which is de- 
ferred by the election, of interest on that amount, at the rate 
per annum prescribed for the purposes of this subsection at 
the time of the making of the election, from the day on or . 
before which payment of that amount would, but for the elec- 
tion, have been required to be made to the day of payment 
thereof. 


Subsec. 159(7) added by 1973-74, c. 14, s. 58, applicable to 1972,et 
seq. 


Selected Cases [subsec. 159(7)]: Agnew (Estate) v. The 
Queen, [1978] C.T.C. 351 (FCA) (Interest rate held to be rate at 
time of election to defer tax payment). 


Regulations: 4301(a) (prescribed rate of interest). 


Forms: T2074: Election, under subsection 159(4) of the Income 
Tax Act, to defer payment of income tax on deemed disposition of 
property; T2075: Election to defer payment of income tax under 
subsec. 159(5) by a deceased taxpayer’s legal representative or trus- 
tee; T2223: Election under s. 159(6.1) by trust to defer payment of 
income tax. 


Selected Cases [s. 159]: Westbrook Management Ltd. y. Can- 
ada, [1996] 1 C.T.C. 2516 (TCC) Uiecssm chr cannot raise a liabil- 
ity which has become statute-barred). 


Definitions [s. 159]: “amount”, “assessment”, “balance-due 
day” — 248(1); “Canada” — 255; “individual”, “Minister”, “‘per- 
son”, “prescribed”, “property” — 248(1); “taxation year” — 249; 
“tax payable under this Part” — 159(6); “taxpayer” — 248(1)._ 


160. (1) Tax liability re property transferred 
not at arm’s length — Where a person has, on or 
after May 1, 1951, transferred property, either di- 


rectly or indirectly, by means of a trust or by any 


other means whatever, to 


(a) the person’s spouse or a person who has since 
become the person’s spouse, 


(b) a person who was-under 18 years of age, or 


(c) a person with whom the person was not deal- 
ing at arm’s length, 


the following rules apply: 


(d) the transferee and transferor are cath and 
severally liable to pay a part of the transferor’s 
tax under this Part for each taxation year equal to 
the amount by which the tax for the year is 
greater than it would have been if it were not for 
the operation of sections 74 to 75.1 of this Act 
and section 74 of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, in 
respect of any income from, or gain from the dis- 
position of, the property so transferred or prop- 
erty substituted therefor, and 
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(e) the transferee and transferor are jointly and 
severally liable to pay under this Act an amount 
equal to the lesser of 


(i) the amount, if any, by which the fair mar- 
ket value of the property at the time it was 
transferred exceeds the fair market value at 
that time of the consideration given for the 
property, and 


(ii) the total of all amounts each of which is an 
amount that the transferor is liable to pay 
under this Act in or in respect of the taxation 
year in which the property was transferred or 
any preceding taxation year, 


but nothing in this subsection shall be deemed to 
limit the liability of the transferor under any other 
provision of this Act. 

Related Provisions: 74 to 75.1 — Attribution of income on non- 
arm’s length transfers; 160(3), (4) — 
Substituted property; 252(4)(a) — Extended meaning of “spouse”. 
Pre-RSC History: Subpara. 160(1)(e)(ii) amended by 1987, c. 46, 
s. 52, to substitute “in or in respect of” for “in respect of’ and “or 
any” for “or of any”. 

Para. 160(1)(d) amended by 1986, c. 6, s. 88, to substitute “sections 
74 to 75.1, in respect of any income” for “section 74, 75 or 75.1, as 
the case may be, in respect of income”, applicable after May 21, 
1985. 

Subsec. 160(1) substituted by 1980-81-82-83, c. 140, s. 107, appli- 
cable with respect to transfers of property occurring after November 
12, 1981. Subsec. (1) formerly read: 


160. (1) Tax on income from property transferred 
between husband and wife or to minors — Where a per- 
son has, on or after the Ist day of May, 1951, transferred 
property, either directly or indirectly, by means of a trust or 
by any other means whatever, 


(a) to his spouse or to a person who has since become his 
spouse, or 


(b) to a person who was under 18. years of age, 
the following rules are applicable: 


(c) the transferee and transferor are jointly and severally - 
liable to pay a part of the transferor’s tax under this Part 
for each taxation year equal to the amount by which the 
tax for the year is greater than it would have been if it 
were not for the operation of section 74 or section 75, as 
the case may be, in respect of income from the property 
so transferred or from property substituted therefor; and 


(d) the transferee and transferor are jointly and severally 
liable to pay the lesser of 


(i) any amount that the transferor was liable to pay 
under this Act on the day of the transfer, and 


(ii) a part of any amount that the transferor was so 
liable to pay equal to the value of the property so 
transferred; 


but nothing in this subsection shall be deemed to limit the 
liability of the transferor under any other provision of this 
Act. 


Selected Cases [subsec. 160(1)]: Heavyside v. Canada, [1997] 
2 C.T.C. 1 (FCA) (Extinguishment of transferor’s tax liability by 
discharge from bankruptcy does not affect transferee’s separate and 
continuing liability); Medland vy. Canada, [1997] 1 C.T.C. 2702 
(TCC) (Reduction of mortgage on joint tenancy property constituted 
“transfer”); 155579 Canada Inc. v. Canada, {1997} 1 C.T.C. 2011 
(TCC) (Dividend is “transfer” of property); Gamache v. Canada, 
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[1996] 3 C.T.C. 2597 (TCC), (Tax liability was discharged by. bank- 
ruptcy; transferee not liable under provision); Hamel vy. MNR, 
[1996] 2 C.T.C. 2046 (TCC) (Indirect transfer can trigger liability 
for assessment); Caplan v. MNR, [1995] 2 C.T.C. 2932D (TCC) 
(Where tax debtor granted discharge from bankruptcy, no longer 
any tax liability in year of transfer and assessment issued thereafter 
was ineffective); Route Canada Real Estate Inc. v. Canada, [1995] 
2 C.T.C. 2430 (TCC) (Underlying tax liability of transferor is rele- 
vant); Cox v. Canada, [1995] 2 C.T.C. 2094 (TCC) (Transactions 
void against trustee valid unless challenged by trustee; transfer was 
effective if not attacked); Achtem v. MNR, [1995] 1 C.T:C. 2941 
(TCC) (Liability of transferee extends to all amounts owing by 
transferor at date of transfer); Davis v. Canada, [1994] 2 C.T.C. 
2033 (TCC) (Consideration given for transfer of property by way of 
dividend); Delisle v. Canada, [1995] 1 C.T.C. 2007 (TCC) (Tax- 
payer never had benefit of money transferred to her account and 
acted as agent only for transferor); Dupuis (A.C.) v. Canada, [1993] 
2 C.T.C. 2032 (TCC) (Assessment under provision not subject to 
limitation periods in subsection 152(4)); Algoa Trustv. Canada, 
[1993] 1 C.T:C. 2294 (TCC) (Cash dividend but not stock dividend 
is transfer of property under provision); Mah (F.) v. Canada, [1993] 
1 C.T.C. 422 (FCTD) (Transferee not liable under provision unless 
and until he had knowledge of transfer and took steps in relation to 
property); Kostiuk (B.) v. MNR, [1993] 1 C.T.C. 31 (FCTD) (Trans- 
fer of property effective at time agreement executed); Furfaro-Sico- 
nolfi v. MNR, [1990] 1 C.T.C. 188 (FCTD); appealed to FCA (Dec. 
1989), File A- 572-89 (“Transferred” means transfer of beneficial 
ownership; not necessarily possession). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-369R: Attribution of trust income to 
settlor. 


I.T. Technical News: No. 4 (section 160 — the Davis case). 


S. 160(3) 


(2) Minister may assess transferee — The 
Minister may at any time assess a transferee in re- 


_ spect of any amount payable by virtue of this section 


and the provisions of this Division are applicable, 
with such modifications as the circumstances re- 
quire, in respect of an assessment made under this 
section as though it had been made under section 
152: ie | Ea 


Related Provisions: 152 — Assessment. 


Selected Cases [subsec. 160(2)]: Phillips (E.) v. Canada, 
[1993] 2 C.T.C..2110 (TCC) (Assessment under provision cannot 
include amounts in respect of transferor’s provincial tax liability). 


(3) Rules applicable — Where a transferor and 
transferee have, by virtue of subsection (1), become 
jointly and severally liable.in respect of part or all of 
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a liability of the transferor under this Act, the follow- 
ing rules apply: 


(a) a payment by the transferee on account of the 
transferee’s liability shall to the. extent thereof 
discharge the joint liability; but 

(b) a payment by the transferor on account of the 
transferor’s liability only discharges the trans- 
feree’s liability to the extent that the payment op- 
erates to reduce the transferor’s liability to an 
amount less than the amount in respect of which 
the transferee was, by subsection (1), made 
jointly and severally liable. 


(4) Special rules re transfer of property to 
spouse — Notwithstanding subsection (1), where 
at any time a taxpayer has transferred property to the 
taxpayer’s spouse pursuant to a decree, order or 
judgment of a competent tribunal or pursuant to a 
written separation agreement and, at that time, the 
taxpayer and the spouse were separated and living 
apart as a result of the breakdown of their marriage, 
the following rules apply: 


(a) in respect of property so transferred after Feb- 
nary 15, 1984, 


(i) the spouse shall not be liable under subsec- 
tion (1) to pay any amount with respect to any 
income from, or gain from the disposition of, 
the property so transferred or property substi- 
tuted therefor, and 

(ii) for the purposes of paragraph (1)(e), the 
fair market value of the property at the time it 
was transferred shall be deemed to be nil, and 


(b) in respect of property so transferred before 
February 16, 1984, where the spouse would, but 
for this paragraph, be liable to pay an amount 
under this Act’ by virtue of subsection (1), the 
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spouse’s liability in respect of that amount shall 
be deemed to have been discharged on February 
16, 1984, 


but nothing in this subsection shall operate to reduce 
the taxpayer’s liability under any other provision of 
this Act. 


Related Provisions: 248(5) — Substituted property; 252(4)(a) — 
Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 160(4) added by 1984, c. 45, s. 65, 
applicable after February 15, 1984. 


Selected Cases [s. 160]: Sinnott v. Canada, [1996] 3 C.T.C. 
2144 (TCC) (No consideration given for transfer of funds to pay 
household expenses); Hewett v. Canada, [1996] 1 C.T.C. 2675 
(TCC) (Value of property for application of provision is value to 
transferor, not transferee). 

Definitions [s.. 160]: “amount”, “assessment”, “individual” — 
248(1); “marriage” — 252(4)(b); “Minister”, “person”, “prop- 
erty” — 248(1); “separation agreement” — 248(1); “spouse” — 
252(4)(a); “substituted property” — 248(5); “taxation year” — 249; 
“taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


160.1 (1) Where excess refunded — Where at 
any time the Minister determines that an amount has 
been refunded to a taxpayer for a taxation year in ex- 
cess of the amount to which the taxpayer was enti- 
tled as a refund under this Act, the following rules 
apply: 

(a) the excess shall be deemed to be an amount 

that became payable by the taxpayer on the day 

on which the amount was refunded; and 


(b) the taxpayer shall pay to the Receiver General 
interest at the prescribed rate on the excess (other 
than any portion thereof that can reasonably be 
considered to arise as a consequence of the opera- 
tion of section 122.5 or 122.61) from the day it 
became payable to the date of payment. 

Related Provisions: 160.1(3) — Assessment; 221.1 — Applica- 


tion of interest where legislation retroactive; Pe Mle alerest 
compounded daily. 


Regulations: 4301(a) (prescribed rate of interest). 


(1.1) Liability for refunds by reason of section 
122.5 — Where a person is a qualified relation of an 
individual for a taxation year (within the meaning as- 
signed by subsection 122.5(1)), the person and the 
individual are jointly and severally liable to pay any 
excess described in subsection (1) that was refunded 
in respect of the year to, or applied to a liability of, 
the individual as a consequence of the operation of 
section 122.5, but nothing in this subsection shall be 
deemed to limit the liability of any BEASOU under any 
other provision of this Act. 


Related Provisions: 160.1(3) — Assessment. 


(2) [Repealed] 


(2.1) Liability for refunds by reason of section 
122.61 — Where a person was a cohabiting spouse 
(within the meaning assigned by section 122.6) of an 
individual at the end of a taxation year, the person 
and the individual are jointly and severally liable to 
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pay any excess:described in subsection (1) that was 
refunded in respect of the year to, or applied to a lia- 
bility of, the individual as a consequence of the oper- 
ation of section 122.61 if the person was the individ- 
ual’s cohabiting spouse at the time the excess was 
refunded, but nothing in this subsection shall be 
deemed to. limit the liability of any person under any 
other provision of this Act. 


Related Provisions: 160.1(3) — Assessment. 


(2.2) Liability for excess refunds under 
section 126.1 to partners — Every taxpayer 
who, on the day on which an amount has been re- 
funded to, or applied to the liability of, a member of 
a partnership as a consequence of the operation of 
subsection 126.1(7) or (13) in excess of the amount 
to which the member was so entitled, is a member of 
that partnership is jointly and severally liable with 
each other taxpayer who on that day is a member of 
the partnership to pay the excess and to pay interest 
on the excess, but nothing in this subsection shall be 
deemed to limit the liability of any person under any 
other provision of this Act. 


(3) ASsessment — The Minister may at any time 
assess a taxpayer in respect of any amount payable 
by the taxpayer because of subsection (1) or (1.1) or 
for which the taxpayer is liable because of subsec- 
tion (2.1) or (2.2), and this Division applies, with 
such modifications as the circumstance require, in 
respect of an assessment. made under this section as 
though it were made under section 152. 


(4) Where amount applied to liability — Where 
an amount is applied to a liability of a taxpayer to. 
Her .Majesty. in right. of, Canada in. excess of the 
amount to which, the taxpayer is entitled. as a refund 
under this Act, this section applies as though: that 
amount had been refunded.to the taxpayer on the day 
on which it was so applied. 


History [s. 160.1]: Subsec. 160.1(2.2) added, subsec. (3) 
amended, by 1994, c. 8, s. 25, applicable to 1993 et seq. Subsec. (3) 
formerly read: 


(3) Assessment — The Minister may at any time assess a 

. taxpayer in respect of any amount payable by the taxpayer 
because of subsection (1) or (1.1) or for which the taxpayer is 
liable because of subsection (2.1), and this Division applies, 
with such modifications as the circumstances require, to an 
assessment made under this section: as psn it had been 
made under section 152... 


Para. 160.1(1)(b) amended by 1994, c. 1, Sch. VII (1992, c. 48), 
subsec, 16(1), to add reference to s. 122.61, applicable after 1992. 


Subséc. 160.1(2) repealed by 1994, c. 7, Sch: VII (1992, c. 48), sub- 
sec. 16(2), applicable to 1993 et seq. Subsec. (2) formerly read: 


(2) Joint and several liability — Where an individual re- 
sided at the end of a taxation year with a person who was a 
supporting person (within the’ meaning assigned by subsec- 
tion 122.2(2)) of an eligible child of the individual: for that 
year, the individual and that person are jointly and severally 
liable to pay any excess described in subsection (1) that was 
refunded to the individual in respect of the year.as a conse- 
quence of the operation of section 122.2 or 164.1 and interest 
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on such excess, but nothing in, this subsection shall, be 
deemed to limit the liability of any person under any. other 
provision of this Act. 


Subsec. 160.1(2.1) added, and subsec. (3) amended by 1994, c. 7, 
Sch. VII.(1992, c. 48), subsec. 16(3), applicable to 1991 et'seq. ex- 
cept that:in its application to the 1991 and 1992 taxation years sub- 
sec. (3) shall be read as follows: 


(3) The Minister may at any time assess-a taxpayer in respect 
of any amount payable by the taxpayer because of subsection 
(1) or (1.1) or for which the taxpayer is liable because of sub- 
section (2) or (2.1), and the provisions of this Division apply, 
with such modifications as the circumstances require, in re-_ 
spect of an assessment made; under this section as though it 
had been made under section 152. 


' Subsec. 160.1(3) formerly read: 


(3) The Minister may at any time assess a taxpayer in respect 
of any amount payable by the taxpayer by virtue of subsec- 
tion (1) or (1.1) or for which the taxpayer is liable by virtue 

- Of subsection (2) of this section or subsection 160.1(2.1) of 
the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, and the provisions of this Division are applica- 
ble, with such modifications as the circumstances require, in 
respect of an assessment made under this section as though it 
had been made under section 152. 


Para. 160.1(1)(b) amended by 1994, c. 7, Sch. IL (1991, .c. 49), sub- 
sec. 132(1), to add “(other than any portion thereof that can reasona- 
bly be considered to arise as a consequence of the operation of sec- 
tion 122.5)”, applicable to 1989 et seq. 


Subsec. 160.1(4) added by 1994, c. 7, Sch. I (1991, c. 49), subsec. 
132(2), applicable to 1990 et seq. 


Pre-RSC History [s. 160.1]: Subsec. 160.1(1.1) substituted by 
1990, c. 45, subsec. 50(1), applicable to. 1989 et seg. Subsec. (1.1) 
formerly read: 


(1.1) [Idem.] — Where at any time the Minister determines 
that as a consequence of the operation of section 122.4 an 
amount has been refunded to a taxpayer for a taxation year in 
excess of the amount to which he was entitled as a refund, the 
tules set out in subsection (1) apply. 


Former subsec. 160.1(2:1) repealed by 1990, c. 45, subsec. 50(2), 
applicable-to 1991 et seg. Subsec. (2:1) formerly read: 


(2.1) Joint liability for refunds by reason of section 
122.4 — Where a person who was the spouse of an individ- 
ual in a taxation year was a qualified relation. (within the 
meaning assigned by subsection 122.4(1)) of the individual 
for thesyear, the person and the individual are jointly and ‘sev- 
erally liable to pay any excess described in subsection:(1) or 
(1.1) that was refunded to the individual in respect of the year 
as a consequence of the operation of section 122.4 and inter- 
est on that excess, but nothing in this subsection shall be 
deemed to limit the liability of any person under any other 
provision of this Act. 


Para. 160.1(1)(b). substituted by 1990, c. 39, s. 41, ‘eplicebto with 
respect to interest:to be calculated in respect of periods that are after 
September 1989. Para. 160:1(1)(b) formerly read: 


(b) the taxpayer shall pay interest at the rate prescribed for the 
purposes of subsection 161(1) on the excess from the day it 
became payable ‘tothe, date. of payment. 


That portion of subsec. 160.1(1) preceding para. (a) substituted by 
1988, c. 55, s. 139, applicable with respect to refunds for 1988 et 
seq. That portion formerly read: 


160.1 (1), Where excess’ refunded — Where at any time the 
Minister determines that as a consequence of the operation of 
subsection 119(2), 120(2), section 122.2, subsection 127.1(1), 
127.2(2), 129(1), 131(2), 132(1), 133(6) or 144(9), section 
164.1 or subsection 192(5)-or 194(5) an amount has been re- 
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funded to a taxpayer for a taxation year in excess of the 
amount to which he was entitled as a refund, the following 
rules apply: 


S. 160.1 amended by 1986, c. 55, s. 62 to add subsecs. (1.1) and 
(2.1) and to add “or (1.1)” following “subsection (1)” and “or (2.1)” 
following “subsection (2)” in subsec. 160.1(3), applicable to'1986 et 
seq. 

All that portion of subsec. 160.1(1) preceding para. (a) amended by 
1986, c. 44, subsec. 3(1), to substitute “133(6) or 144(9), section 
164.1 or subsection 192(5)” for “133(6), 144(9), 192(5)”, applicable 
to 1986 et seq. 


Subsec. 160.1(2) amended by 1986, c. 44, subsec. 3(2), to substitute 
“Joint and several liability” for “Individual and supporting person 
jointly and severally liable” as the heading, “who was a supporting 
person (within the meaning assigned by subsection 122.:2(2))” for 
“who was (within the meaning assigned by subsection 122.2(2)) a 
supporting person”, and “section 122.2 or 164.1” for “section 
122.2”, applicable to 1986 et seq. 


S. 160.1 substituted by 1984, c. 1, s. 85, applicable with respect to 
amounts refunded after 1983. S. 160.1 formerly read: 


160.1 (1) Where Minister determines — Where at any time 
the Minister determines that by reason of the application of 
section 122.2 an amount has been refunded to an individual 
for a taxation year in excess of the amount to which he was 
then thereby entitled, the following rules apply: 


(a) the excess shall be deemed to be an amount payable 
by the individual on the later of 


(1) the day on which he files his return of i income for 
the year, and 


(ii) November 30 of the calendar year immediately 
following the year, or the day on which the redeter- 
mination is made, whichever is earlier, and 


(b) the individual shall pay interest at the rate prescribed 
for the purposes of subsection 161(1) on the excess from 
the day it becomes payable to the date of payment. 


(2) Individual and spouse jointly and severally liable — 
Where an individual was married and resided with his spouse 
at the end of December of a taxation year, the individual and 
his spouse are jointly and severally liable to, pay the excess 
described in subsection (1) in respect of the year and interest 
thereon; but nothing in this subsection shall be deemed to 
limit the liability of the individual under any other provision 
of this Act. 


(3) Assessment — The Minister may: at any time assess an 
individual in respect of any amount payable by him by virtue 
of subsection (1) or for which he is liable by virtue of subsec- 
tion (2) and the provisions of this Division are applicable mu- 
tatis mutandis in respect of-an assessment made under this 
section as though it had been made under section 152: 

S. 160.1 added by 1978-79, c. 5, s. 6. 

Definitions [s. 160.1]: “amount”, “assessment” — 248(1); 

“child” — 252(1); “individual”, “Minister” — 248(1); “person”, 

“prescribed” — 248(1); “spouse” — 252(4)(a); “taxation year” — 

249; “taxpayer” — 248(1). 


160.2 (1) Joint and several liability in respect 
of amounts received out of or under RRSP — 
Where 


(a) an amount is received out of or under a regis- 
tered retirement savings plan by a taxpayer other 
than an annuitant (within the meaning assigned 
by subsection 146(1)) under the plan, and 


(b) that amount or part thereof would, but for par- 
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agraph (a) of the definition “benefit” in subsec- 
tion 146(1), be received by the taxpayer as a ben- 
efit (within the meaning assigned oy that 
definition), 


the taxpayer and the last annuitant under the State are 
jointly and severally liable to pay a part of the annui- 
tant’s tax under this Part for the year of the annui- 
tant’s death equal to that proportion of the amount 
by which the annuitant’s tax for the year is greater 
than it would have been if it were not for the opera- 
tion of subsection 146(8. 8) that the total of all 
amounts each of which is an amount determined 
under paragraph (b) in respect of the taxpayer is of 
the amount included in computing the annuitant’s in- 
come by virtue of that subsection, but nothing in this 
subsection shall be deemed to limit the liability of 
the annuitant under any other provision of this Act. 


(2) Joint and several liability in respect of 
amounts. received out of or under RRIF — 
Where 


(a) an amount is received out of or under a regis- 
tered retirement income fund by a taxpayer other 
than an annuitant (within the meaning assigned 
by subsection 146.3(1)) under the fund, and 


(b) that amount or part thereof would, but for par- 

agraph 146,3(5)(a), be included in computing the 

taxpayer’s income for the year of receipt pursuant 
_ to subsection 146.3(5), 


the taxpayer and the annuitant are jointly and ‘sever- 
ally liable to pay a part of the annuitant’s tax’ under 
this Part for the year of the annuitant’s death equal to 
that proportion of the amount by which the annui- 
tant’s tax for the year is greater than it would have 
been if it were not for the operation of subsection 
146.3(6) that the amount determined’ under’ para- 


| graph (b) is of the amount included in computing the 


annuitant’s income by virtue of that subsection, but 
nothing in this subsection shall be deemed to limit 
the liability of the annuitant under any other provi- 
sion of this Act. 


(3) Minister may assess recipient — The Min- 
ister may at any time assess a taxpayer in respect of 
any amount payable by virtue of this section and the 
provisions of this Division are applicable, with such 
modifications as the circumstances require, in re- 
spect of an assessment made under this section as 
though it had been made under section 152. 


(4) Rules applicable — Where a taxpayer and an 
annuitant have, by virtue of subsection (1) or (2), be- 
come jointly and severally liable in respect of part or 
all of a liability of the annuitant under this Act, the 
following rules apply: 


(a) a payment by the taxpayer on account of the 
taxpayer’s liability shall to the extent thereof dis- 
charge the joint liability; but 


(b).a payment by the annuitant on account of the 
annuitant’s liability only discharges the tax- 
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payer’s liability to the extent that the payment op- 

erates to reduce the annuitant’s liability to an 

amount less than the amount in respect of which 

the taxpayer was, by subsection (1) or (2), as the 

case may be, made jointly and severally liable. 
Pre-RSC History [s. 160.2]: S.. 160.2 added by 1979, c..5, s. 54, 
applicable in respect of deaths occurring after November. 16, 1978. 
Definitions [s. 160.2]: “amount”, “assessment”, “Minister” — 
245(1), “registered retirement income fund’ — 146.3(1), seal 
sfegistered retirement savings plan” — 146(1), 248(1); “‘tax- 
payer” — 248(1). 


Interpretation Bulletins [s. 160.2]: IT-500OR: RRSPs — death 
of an annuitant. 


” “ee 


160.3 (1) Liability in respect of amounts 
received out of or under RCA trust — Where 
an amount required to be included in the income of a 
taxpayer by virtue of paragraph 56(1)(x) is received 
by a person with whom the’ taxpayer is not dealing at 
arm’s length, that person is jointly and severally lia- 
ble with the taxpayer to pay a part of the taxpayer’s 
tax under this Part for the taxation year in which the 
amount is received equal to the amount by which the 
taxpayer’s tax for the year exceeds the amount that 
would be the taxpayer’s tax for the year if the 
amount had not been received, but nothing in this 
subsection shall be deemed to limit the liability of 
the taxpayer under any other provision of this Act. 


(2) Minister may assess recipient — The Min- 
ister may at any time assess a person in respect of 
any amount payable by the person by virtue of this 
section and the provisions of this Division are appli- 
cable, with such modifications as the circumstances 
require, in respect of an assessment made under this 
section as though it had been made under section 
152. 


(3) Rules applicable — Where a taxpayer and an- 
other person: have, by virtue of subsection (1), be- 
come jointly and severally liable in respect of part or 
all of a liability of the taxpayer under this Act, the 
following rules apply: 


(a) a payment by the other person on account of 
the other person’s liability shall to the extent 
thereof discharge the joint liability; but 


(b) a payment by the taxpayer on account of the 
taxpayer’s liability only discharges the other per- 
son’s liability to the extent that the payment oper- 
ates to reduce the taxpayer’s liability to an 
amount less than the amount in respect of which 
‘the other person was, by subsection (1), made 
jointly and severally liable. 


Related Provisions [s. 160.3]: Part XI.3 — Tax in respect of 
retirement compensation arrangements. 


Pre-RSC History [s. 160.3]: S. 160.3 added by 1987, c. 46,’s. 53, 
applicable after October 8, 1986. - : 
Definitions [s. 160.3]: “amount” — 248(1); “arm’s length” — 
251(1); “assessment”, “Minister”, “person” — 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 


S. 160.4(4)(a) 


160.4 (1) Liability in-respect of transfers by 
insolvent corporations — Where property is 
transferred at any time by a corporation to a taxpayer 
with whom. the: corporation does not) deal at: arm’s 
length at that time and the corporation is not entitled 
because of subsection 61.3(3) to deduct an amount 
under section:61.3 in computing its income for a tax- 
ation. year because of the transfer or because of the 
transfer and one or more other transactions, the tax- 
payer is jointly and severally liable with the corpora- 
tion to pay an amount of the corporation’s tax under 
this Part for the year equal to the amount, if any, by 
which the fair market value of the property at that 
time exceeds the fair market value at that time of the 
consideration given for the property, but nothing in 
this subsection limits the liability of the corporation 
under any other provision of this Act. 


(2) Indirect transfers — Where - 


(a) property is transferred at any time from a.tax- 
payer, (in this subsection referred to as the “trans- 
feror”’) to another taxpayer (in this subsection re- 
ferred to as the “transferee”) with whom the 
transferor does not deal at arm’s length, 


(b) the transferor is liable because of subsection 
(1) or this subsection to pay an amount of the tax 
of another person (in this subsection referred to 
as the “debtor’’) under this Part, and 


(c) it can reasonably be considered that one of the 
~ reasons of the transfer would, but for this subsec- 
_tion, be to prevent the enforcement of this 

section, 


the transferee is jointly and severally liable with the 
transferor and the debtor to pay an amount of the 
debtor’s tax under this Part equal to the lesser of the 
amount of such tax that the transferor was liable to 
pay at that time and the amount, if any, by which the 
fair market value of the property at that time exceeds 
the fair market value at that time of the consideration 
given for the property, but nothing in this subsection 
limits the liability of the debtor or the transferor 
under any provision of this Act. 


(3) Minister may assess recipient — The Min- 
ister may at any time assess a person in respect of 
any amount payable by the person because of this 
section and the provisions of this Division apply, 
with such modifications as the circumstances re- 
quire, in respect of an assessment made under this 
section, as though it had been made under section 
| Wey 45 


(4) Rules applicable — Where a corporation and 
another person have, because of subsection: (1) or 
(2), become jointly and severally liable in respect of 
part or all of a liability of the corporation under this 
Act 


(a) a payment by the other person on account of 
that person’s liability shall to the extent thereof 
discharge the joint liability; and 
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(b) a payment by the corporation on account of 
the corporation’s liability discharges the other 
person’s liability only to the extent that the pay- 
ment operates to reduce the corporation’s liability 
to an amount less than the amount in respect of 
which the other person was, by subsection (1) or 
(2), as the case may be, made liable. 


History [s. 160.4]: S. 160.4 added by 1995, c. 21, s. 40, applicable 
to transfers that occur after December 20, 1994. 


Definitions [s. 160.4]: “amount” — 248(1); “arm’s length” — 


251(1); “corporation” — 248(1), Interpretation Act 35(1); 
“debtor” — 160.4(2)(b); “Minister”, “person”, “ 
248(1); “taxation year” — 249(1); “ ; “trans- 


feree”, “transferor” — 160.4(2)(a). 
Interest 


161. (1) General — Where at any time after a tax- 
payer’s balance-due day for a taxation year 


(a) the total of the taxpayer’s taxes payable under 
‘this Part and Parts 1.3, VI and VI.1 for the year 


exceeds 


(b) the total of all amounts each of which is an 
amount paid at or before that time on account of 
the taxpayer’s tax payable and applied as at that 
time by the Minister against the taxpayer’s liabil- 
ity for an amount payable under this Part or Part 
[.3, VI or VI.1 for the year, 


the taxpayer shall pay to the Receiver General inter- 
est at the prescribed rate on the excess, computed for 
the period during which that excess is outstanding. 


Related Provisions: 18(1)(t)— Interest is non-deductible; 
150 — Filing of returns; 156.1(4) — Due date for payment of bal- 
; 221.1 — Application of in- 
terest where legislation retroactive; 227(9.3) — Interest on certain 
withholding taxes not paid; 248(11) — Interest compounded daily. 


History: The opening words of subsec. 161(1) amended by 1997, c. 
25, subsec. 50(1), applicable to 1996 et seg. The opening words for- 
merly read: 


(1) Where at any time after the day on or before which a tax- 
payer is required to pay the remainder of the taxpayer’s tax 
payable under this Part for a taxation year (or would be so 
required if a remainder of such tax were payable), 


Subsec. 161(1) amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 96(1), applicable to 1992 et seg. Subsec. (1) formerly read: 


161. (1) Where at any time after the day on or before which a 
taxpayer is required to pay the remainder of the taxpayer’s 
tax payable under this Part for a taxation year, 


(a) the amount of the taxpayer’s tax payable for the year 
under this Part 


exceeds 


(b) the total of all amounts each of which is an amount 
paid at or before that time on account of the taxpayer’s 
tax payable and applied as at that time by the Minister 
against the taxpayer’s liability for an amount payable 
under this Part for the year, 


the person liable to pay the tax shall pay to the Receiver Gen- 
eral interest at the prescribed rate on the excess computed for 
the period during which that excess is outstanding. 


Clause 117 of 1994, ec. 21 provides: “Notwithstanding any other 
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provision of the Act [i:e., the Income Tax Act] or of this Act, noth- 
ing in this Act shall affect the amount of any interest payable under 
the Income Tax Act by a life insurance corporation in respect of any 
period, or part of a period, that is before March 15, 1993.” 


Pre-RSC History: That portion of subsec..161(1) preceding para. 
(a) substituted by 1988, c. 55, subsec. 140(1), applicable for the pur- 
pose of calculating interest with respect to tax payable for 1989 er 
seq. That portion of subsec. (1) formerly read: 


161. (1) Where at any time after the day on or before which a 
return of a taxpayer’s income was required under this Part to 
be filed for a taxation year, 


Subsec. 161(1) substituted by 1984, c. 1, subsec. 86(1) (as amended 
by 1985, c. 45, subsec. 147(1)), applicable (by 1985, c. 45, subsec., 
147(2)) for the purpose of calculating interest for any period or por- 
tion of a eta that is after April 19, 1983. Subsec. (1) formerly 
read: 


161. (1) Where the amount paid on account of tax payable by 
a taxpayer under this Part for a taxation year before the expi- 
ration of the time allowed for filing the return of the tax- 
payer’s income is less than the amount of tax payable for the 
year under this Part, the person liable to pay the tax shall pay 
interest at a prescribed rate per annum onthe difference be- 
tween those two amounts from the expiration of the time for 
filing the return of income to the day of payment. 


Selected Cases [subsec. 161(1)]: Rath v. The Queen, [1982] 
C.T.C. 207 (FCA) (No interest exigible on amounts refunded in 
error). 


Regulations: 4301(a) (prescribed rate of interest). 


1.T. Application Rules: 62(2) (subsec. 161(1) applies. to interest 
payable in respect of any period after December 23, 1971). 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(2) Interest on instalments — In addition to the 
interest payable under subsection (1), where a tax- 
payer who is required by this Part to pay a part or 
instalment of tax has failed to pay all or any part 
thereof on or before the day on or before which the 
tax or instalment, as the case may be, was required to 
be paid, the taxpayer shall pay to. the Receiver Gen- 
eral interest at the prescribed rate on the amount that 
the taxpayer failed to pay computed from the day on 
or before which the amount was required to be paid 
to the day of payment, or to the beginning of the pe- 
riod in respect of which the taxpayer is required to 
pay interest thereon under subsection (1), whichever 
is earlier. 

Related Provisions: 18(1)(t)— Interest is non-deductible; 
155-157 — Times for instalments; 161(4) — Limitation — farmers 
and fishermen; 161(4.01) — Limitation — other individuals; 
161(4.1) — Limitation — corporations; 161(5), (6.1), (7) — Special 
rules; 161(8) — Deemed: instalments; 161(10) — When amount 
deemed paid; 163.1 — Penalty for late or deficient instalments; 
211.5(2) — Interest on instalments of Part XII.3 tax; 221.1— Ap- 


plication of interest where legislation retroactive; 248(11) — Inter- 
est compounded daily. 


History: Subsec. 49(4) of 1996, c. 21, provides that no interest is 
payable under subsec. 161(2) in respect of any amount that became 
payable before July 1995 because of subsec. 190.1(1:2). 


Pre-RSC History: Subsec. 161(2) substituted by 1985, c. 45, 
subsec. 91(1). Subsec. 161(2) formerly read: 


(2) In addition to the interest payable under subsection (1), 
where a taxpayer, being required by this Part to pay a part or 
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instalment of tax, has failed to pay all or any part thereof as 
required, he shall, on payment of the amount he failed to pay, 
pay interest at the rate per annum prescribed for the purposes 
of subsection (1) from the day on or before which he was 
required to make the payment to the day of payment or the 
beginning of the period in respect of which he becomes liable 
to pay interest thereon under subsection (1), whichever is 
earlier. 


Selected Cases [subsec. 161(2)]: Canada v. Ritchie (E.S.), 
[1993] 2 C.T.C. 24 (FCA) (Interest.due on instalments where addi- 
tional income received after instalment due date); Union Gas Ltd. v. 
MNR, [1991] 1 C.T.C. 1 (FCA) (Interest on-deficiency when instal- 
ments not satisfying current year’s tax liability). 


Regulations: 4301(a) (prescribed rate of interest). 


.T. Application Rules: 62(2) (subsec. 161(2) applies to interest 
payable in respect of any period after December 23, 1971. 
Interpretation Bulletins: [T-243R4: Dividend refund to private 
corporations. 


Information Circulars: 81-11R3: Corporate instalments; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(2.1) Exception — Where the total of all amounts 
each of which is an amount of interest payable under 
subsection (2) by a taxpayer, including any interest 
payable under subsection (2) because of its applica- 
tion under section 36 of the Canada Pension Plan to 
any amount paid or payable under that Act, or under 
any provision of an Act of a province with which the 
Minister of Finance has entered into an agreement 
for the collection of the taxes payable to the province 
under that Act that is similar to subsection (2) does 
not exceed $25 for a taxation year, the Minister shall 
not assess the interest. 


History: Subsec. 161(2.1) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 133(1). Subsec. 161(2.1) formerly read: 


(2.1) Exception — Where the total of all amounts each of 
which is an amount of interest payable by a taxpayer under 
subsection (2) or under any similar provision of an Act of a 
province with which the Minister of Finance has entered into 
an agreement for the collection of the taxes payable to the 
province under that Act does not exceed $25 for a taxation 
year, the Minister shall not assess that interest. 


Pre-RSC History: Subsec. 161(2.1) added by 1984, c. 45, subsec. 
66(1), applicable to 1984 et seq. 


(2.2) Contra interest — Notwithstanding subsec- 
tions (1) and (2), the total amount of interest payable 
by a taxpayer (other than a testamentary trust) under 
those subsections, for the period that begins on the 
first day of the taxation year for which a part or in- 
stalment of tax is payable and ends on the taxpayer’s 
balance-due day for the year, in respect of the tax- 
payer’s tax or instalments of tax payable for the year 
shall not exceed the amount, if any, by which 


(a) the total amount of interest that would be pay- 
able for the period by the taxpayer under subsec- 
tions (1) and (2) in respect of the taxpayer’s tax 
and instalments of tax payable for the year if no 
amount were paid on account of the tax or 
instalments 


exceeds 
(b) the amount of interest that would be payable 


S. 161(2.2) 


under subsection 164(3) to the taxpayer in respect 
of the period on the amount that would be re- 
funded to the taxpayerin respect of the year or 
applied to another liability if 


(i) no tax were payable by. the taxpayer for the 
year, 


(ii) no amount had been remitted under sec- 
tion 153 to the Receiver General on account 
of the taxpayer’s tax for the year, 


(iii) the rate of interest prescribed for the pur- 
pose of subsection (1)-were prescribed for the 
purpose of subsection 164(3), and 


(iv) the latest of the days described in 
paragraphs 164(3)(a), (b) and ‘(c) were the first 
day of the year. 


History: Subsec. 161(2.2) amended by. 1997, c. 25, subsec. 50(2), 
applicable to 1996 et seg. Subsec. (2.2) formerly read; 


(2.2) Interest on instalments [offset interest] — Notwith- 
standing subsections (1) and (2), the total amount of interest 
payable by a taxpayer (other than a testamentary trust) under 
those subsections for the period commencing on the first day 
of the taxation year for which a part or instalment of tax is 
payable and ending 


(a) where the taxpayer is a corporation, on the day on or 
befote which the corporation is, pursuant to paragraph 
157(1)(b), required to pay the remainder of its tax paya- 
ble under this Part for the year or would be so required if 
a remainder of the tax were payable, and 


(b) in the case of an individual, on the individual’s bal- 
ance-due day for the year, 


in respect of the tax or instalments thereof payable for the 
year shall not exceed the amount,.if any, by which. 


(c) the total amount of interest that would be payable for 
the period by the taxpayer under.subsections (1) and (2) 
in respect of the taxpayer’s tax and instalments thereof 
payable for the year if no amount were paid on account 
of the tax or instalments 


exceeds 


(d) the amount of interest that would be payable under 
subsection 164(3) to the taxpayer'in respect of the period 
on the amount that would be refunded to the taxpayer in 
respect of the year or applied to another liability if 


(i) no tax were payable by the taxpayer for the year, 


(ii) no amount had been remitted under section 153 
to the Receiver General on account of the taxpayer’s 
tax for the year, 


(iii) the rate of interest prescribed for the purpose of 
subsection (1) were prescribed for the purpose of 
subsection 164(3), and 


(iv) the latest of the days described in paragraphs 
164(3)(a),’(b) and (c) were the first day of the year. 


Para. 161(2.2)(d) amended by 1996, c. 21, s. 42, applicable to inter- 

est that is:calculated in respect of periods after June 1995, Para. (d) 

formerly read: : 
(d) the amount of interest that would be payable under sub- 
section 164(3) to the taxpayer in respect of the period on the 
amount that would be refunded to the taxpayer in respect of 
the year or applied to another liability, if no tax were payable 
by the taxpayer for the year, no amount had been.remitted to 
the Receiver General on account of the taxpayer’s tax for the 
year under section 153:and the latest of the days described in 
paragraphs 164(3)(a), (b) and (c) were the first day of the 
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year. | 


Para. 161(2.2)(b) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 133(2), applicable to 1990 et seq. Para. (b) formerly read: 


(b) in any other case, on April 30 in the taxation year immedi- 
ately following the year, 


Pre-RSC History: Subsec. 161(2.2) added by 1987, c. 46, s. 54, 
applicable with respect to taxation years commencing after 1986. 


Regulations: Reg. 4301(a) (prescribed rate of interest). 


(3) [Repealed] 


History: Subsec. 161(3) repealed by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 133(3), applicable to 1988 et seq. Para. 161(3) formerly 
read: 


(3) Special case — In addition to the interest payable under 
subsection (1), where a corporation that paid tax for a taxa- 
tion year under subsection 157(2) had a taxable income for 
the year of more than $10,000 or had a tax payable for the 
year under Part VI.1, it shall, forthwith after assessment, pay 
to the Receiver General an amount of interest equal to 3% of 
the total of the taxes payable by it under this Part and Part 
VI.1 for the year. 


Pre-RSC History: Subsec. 161(3) substituted by 1988, c. 55, 
subsec. 140(2), applicable to 1988 et seg. Subsec. 161(3). formerly 
read: 


(3) Special case — In addition to the interest payable under 
subsection (1), where a corporation that paid tax under sub- 
section 157(2) had a taxable income for the taxation year of 
more than $10,000, it shall, forthwith after assessment, pay an 
amount equal to 3% of the tax payable under this Part for the 
taxation year. 


(4) Limitation — farmers and fishermen — For 
the purposes of subsection (2) and section 163.1, 
where an individual is required to pay a part or in- 
stalment of tax for a taxation year computed by ref- 
erence to a method described in subsection 155(1), 
the individual shall be deemed to have been liable to 
pay on or before the day referred to in subsection 
155(1) a part or instalment computed by reference to 


(a) the amount, if any, by which 


(i) the tax payable under this Part by the indi- 
vidual for the year, determined before taking 
into consideration the specified future tax con- 
sequences for the year, 


exceeds E 


(ii) the amount deemed by subsection 120(2) 
to have been paid on account of the individ- 
ual’s tax under this Part for the year, deter- 
mined before taking into consideration the 
specified future tax consequences for the year, 


(b) the individual’s instalment base for the pre- 
ceding taxation year, or 


(c) the amount stated to be the amount of the in- 
stalment payable by the individual for the year in 
the notice, if any, sent to the individual by the 
Minister, 


whichever method gives rise to the least amount re- 
quired to be paid by the individual on or before that 
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day. 
History: Para. 161(4)(a) amended by 1997, c. 25, subsec. 50(3), 
applicable to 1996 et seq. Para. (a) formerly read: 


(a) the amount, if any, by which the tax payable under this 
Part by the individual for the year exceeds the amount 
deemed by subsection 120(2) to have been paid on account of 
the individual’s tax under this Part for the year, 


See also History for 161(4.01). 


(4.01) Limitation — other individuals — For the 
purposes of subsection (2) and section 163.1, where 
an individual is required to pay a part or instalment 
of tax for a taxation year computed by reference to a 
method described in subsection 156(1), the individ- 
ual shall be deemed to have been liable to pay on or 
before each day referred to in subsection 156(1) a 
part or instalment computed by reference to 


(a) the amount, if any, by which 


(i) the tax payable under this Part by the indi- 
vidual for the year, determined before taking 
into consideration the specified future tax con- 
sequences for the year, 


exceeds 


(ii) the amount deemed by subsection 120(2) 
to have been paid on account of the individ- 
ual’s tax under this Part for the year, deter- 
mined before taking into consideration the 
specified future tax consequences for the year, 


(b) the individual’s instalment base for the pre- 
ceding taxation year, 


(c) the amounts determined under paragraph 
156(1)(b) in respect of the individual for the year, 
or 


-(d) the amounts stated to be the amounts of in- 
stalments payable by the individual for the year 
in the notices, if any, sent to the individual by the 
Minister, ; 


reduced by the amount, if any, determined under par- 
agraph 156(2)(b) in respect of the individual for the 
year, whichever method gives rise to the least total 
amount of such parts or instalments required to be 
paid by the individual by that day. 


History: Para. 161(4.01)(a) amended by 1997, c. 25, subsec. 50(4), 
applicable to 1996 et seg. Para. (a) formerly read: 


(a) the amount, if any, by which the tax payable under this 
Part by the individual for the year exceeds the amount 
deemed by subsection 120(2) to have been paid on account of 
the individual’s tax under this Part for the year, 


The closing words of subsec. 161(4.01) substituted by 1994, c. 21, 
subsec. 79(1), applicable to 1992 et seq. The closing words formerly 
read: 


reduced by the amount, if any, determined under paragraph 
156(2)(b) in respect of the individual for the year, whichever 
method gives rise to the least amount required to be paid by 
the individual on or before that day. 


Subsecs. 161(4) and (4.01) substituted for subsec. (4) by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 96(2), applicable to 1992 er Seq. 
except that in its application with respect to instalments of tax that 
became payable on or before June 10, 1993, the subsec. shall be 
read without reference to the words “and section 163.1”. Subsec. (4) 
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formerly read: 


(4) Limitation respecting individuals + Hot dre purposes of 
subsection (2), where an ‘individual is required to. pay a part 
or instalment of tax for a taxation year computed by reference 
“he to bs 
(a) the amount estimated by the individual’to be the tax 
payable» under this; Part by the individual for the year 
computed without reference to. sections, 127.2 and.127.3, 
or ; ie aera 
(b) the individual’s instalment base for the immediately 
preceding taxation year, 
~ the individual ‘shall be deemed to have been liable to pay a 
i part or instalment computed by reference tothe lesser of 
9.4) the amount, if any} by which thé-tax: payable under” 
this Part:by the individual for the year computed without 
» » Yeference to sections 127.2 and 127.3 exceeds the amount ; 
deemed by, subsection 120(2), to have. been. paid on _ac- 
count of the individual’ s tax under this Part for the year, 
SOONG iil; e's 
(d) the individual’s instalment base for the immediately 
preceding taxation year. 


Pre- RSC History: Para. 161(4)(a) and (c) substithted ie 1984,.c. 
45, subsecs. 66(2), (3), to add “computed without reference to sec- 
tions 127.2 and 127.3”, applicable with respect to amounts deducted 
under ss. 127.2 and 127.3 in respect of shares; debt obligations. and 
rights acquired after February 15, 1984, other than shares, debt obli- 
gations or rights acquired before March 1, 1984 where arrange- 
ments, evidenced in writing, for the issue of the shares or debt obli- 
gations or granting of the rights were substantially advanced before 
February 16, 1984. : 


Para. 161¢4)(c); substituted by 1980-81-82-83, c. 48, subsec..88(1), 
applicable to) 1980. et seq. Para. 161(4)(c) formerly, read: 
(c)the:tax payable under. this Part by him-for the year; and 


Subsec. 161(4) substituted by Libis thy ok c. 14, subsec. 59(1), applica- 
ble‘to 1972 et seq: 


(4.1) Limitation — corporations — For the pur- 
poses of subsection (2) and section 163.1, where a 
corporation is required to pay a part or instalment of 
tax'for a taxation year computed: by reference to a 
method described in subsection 157(1), the corpora- 
tion shail be deemed to ‘have been liable to pay’ on or 
before each day referred to in subparagraphs 
157(1)(a)G):to (iii) apart or instalment computed by 
reference to 
(a) the total of the taxes payable under this Part 
and Parts I.3, VI and VI.1 by the corporation for 
the year, determined before taking into considera- 
tion the specified future tax consequences for the 
year, ns 
(b) its first instalment base for the year, or , 
(c)its second instalment base and its first instal- 
_ ment base for the) year, 


reclboesh by the amount, if any, determined under any 
of paragraphs 157(3)(b) to (d) in respect of the cor- 
poration for the year, whichever method gives rise to 
the least total amount of such parts or instalments of 
tax for the year. 

History: Para. 161(4.1)(a) amended fy 1997, CG 25, subsec. 50(5), 
applicable to 1996 et seq. Para. (a) formerly read: 


(a) the total of the taxes payable under this Part and Parts I.3, 
VI and VI.1 by the corporation for the year, 


S. 161(4.1) 


The closing words of subsec. 161(4.1) substituted by 1994, c. 21, 
subsec. 79(2), applicable'to 1992 et seg. The closing words formerly 
read: 


“reduced by the amount, if any, determined under any of ' 
paragraphs 157(3)(b) to (d) in respect of the corporation for 
the year, whichever method gives. rise to the least amount re- 
quired to be paid by the corporation on or before that day. 


Clause '117 of 1994, c. 21 provides: “Notwithstanding any other 
provision of the Act [i.e., the Income Tax Act] or of this Act, noth- 
ing in this Act shall affect the amount of any interest payable under 
the: Income Tax Act by a life insurance corporation in respect of any 
period, or part of a period, that is before March 15, 1993.” 


Subsec. 161(4.:1) amended by 1994, c..7, Sch. VII (1993, c..24), 
subsec. 96(2), applicable to 1992 et seg. except that in its applica- 
tion with respect to instalments of tax that became payable on or 
before June 10, 1993, the subsec. shall be:read without reference to 
the words “and section 163.1”. Subsec. (4.1) formerly read: 


(4.1) Limitation respecting corporations — For the pur- 
poses of subsection (2), where a corporation is required to 
pay a part or instalment of tax for a taxation year computed 
by reference to a method described in subsection 157(1), the 
“corporation shall be deemed to have been liable to pay a part 
or instalment computed by reference to 


(a) the total of the taxes payable under this Part and Part 
VI.1 by it for the year, 


(b) its first instalment base for the year, or 


(c) its second instalment base and its first instalment base 
for the year, 


whichever method gives rise to the least amount required to 
be paid by the corporation on or before the days referred to in 
subparagraphs 157(1)(a)(i) to (iii)... 
Pre-RSC History: Para. 161(4.1)(a). substituted by. 1990, c. 39, 
subsec. 42(1), applicable to 1990 et seq. Para. (a) formerly read: 
. (a) the aggregate of 


(i) the tax payable under this Part by it-for the year com- 
puted without reference to section 123.1, paragraph 
125.2(1)(a) and sections. 127.2 ‘and 127.3, and 


(ii) the tax payable under’Part VI.1 by it for the year, 


Para. 161(4.1)(a) substituted by 1988, c. 55, subsec. 140(3), applica- 
ble to 1988 et seg., except that 


(a) for the purposes of computing interest on instalments paya- 
ble for a corporation’s 1988 taxation year that commenced in 
1987, 


(i) the tax for the year payable under Part VI.1 of the said 
Act ‘by, the corporation shall, for the purpose of para. 
161(4.1)(a) be deemed to be'nil, and: 
(ii) the tax for the year payable under Part I of the said Act 
by the corporation shall, for the purpose of para. 
161(4.1)(a) be determined as if the Act were read without 
reference to para. 110(1)(k) thereof, and 

(b) in'applying subpara. 161(4:1)(a)() to the 1988 taxation year 

it shall be read without reference to the words “paragraph 
125.2(1)(a) and”. 
Para. (a) formerly read: 
(a) the tax payable under this Part by it for the year cuaniipitael 
without reference to sections 123.1, 127.2 and 127.3, 


Para. 161(4.1)(a) substituted by 1986, c. 6, subsec, 89(1), to add 
reference to section 123.1, applicable to 1985 et seq. 


Para. 161(4.1)(a) amended by 1985, c: 45, subsec. 91(2), to delete 
reference to s. 123.3. 


Para. 161(4.1)(a) substituted by 1984,.c. 45, subsec, 66(4), to add 
reference to ss. 127.2 and 127:3, applicable with respect to amounts 
deducted under ss. 127.2 and 127.3 in respect of shares, debt obliga- 
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tions and rights acquired after February 15, 1984, other than shares, 
debt obligations or rights acquired before March 1, 1984 where ar- 
rangements, evidenced in writing, for the issue of the shares or debt 
obligations or granting of the rights were substantially advanced 
before February 16, 1984. 


Subsec. 161(4.1) substituted by 1980-8 1-82-83, c. 48, subsec. 88(2), 
applicable as to 161(4.1), other than para. (a), to taxation years com- 
mencing after October 28, 1980, and as to para. 161(4.1)(a), to taxa- 
tion years ending after December 31, 1979. Subsec. (4.1) formerly. 
read: 
(4.1) For the purposes of subsection (2), where a corporation 
is required to pay a part or instalment of tax for a taxation 
year computed by reference to a method described in subsec- 
tion 157(1), the corporation shall be deemed to have been lia- 
ble to pay a part.or instalment computed by reference: to 


(a) the tax payable under this Part by it for the year com- 
puted without reference to section 123.2, 


(b) its instalment base for the immediately preceding tax- 
ation year, or 


(c) its instalment base for the second taxation year pre- 
ceding the year and its instalment base for the immedi- 
ately preceding taxation year, 


whichever method gives rise to the least amount required to 
be paid by the corporation on or before the days referred to in 
subparagraphs 157(1)(a)(i) to (iii). 


Para. 161(4.1)(a) substituted by 1974-75-76, c. 26, subsec. 106(1), 
applicable to 1974 et seg. except that for the 1977 and subsequent 
taxation years paragraph 161(4.1)(a) shall be read as it read immedi- 
ately before the coming into force of subsec: 106(1). Para (a) for- 
merly read: 


(a) the tax payable under this Part by it for the year, 


Subsec. 161(4.1) added by 1973-74, c. 14, subsec. 59(2), applicable 
to 1972 et seq. 


Regulations: 5301(7), (9) (instalment obligations of parent after 
windup of subsidiary). 


(5) Participation certificates — Notwithstanding 
any other provision in this section, no interest is pay- 
able in respect of the amount by which the tax paya- 
ble by a person is increased by a payment made by 
The Canadian Wheat Board on a participation certif- 
icate previously issued to the person until 30. days 
after the payment is made. 


(6) Income of resident from a foreign country 
in blocked currency — Where the income of a 
taxpayer for a taxation year, or part thereof, is from 
sources in another country and the taxpayer by rea- 
son of monetary or exchange restrictions imposed by 
the law of that country is unable to transfer it to Can- 
ada, the Minister may, if the Minister is satisfied that 
payment as required by this Part of the whole of the 
additional tax under this Part for the year reasonably 
attributable to income from sources in that country 
would impose extreme hardship on the taxpayer, 
postpone the time for payment of the whole or a part 
of that additional tax for a period to be determined 
by the Minister, but no such postponement may be 
granted if any of the income for the year from 
sources in that country has been 


(a) transferred to Canada, 
(b) used by the taxpayer for any »purpose 
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whatever, other than payment of income tax to 
the government of that other country on:income 
from sources in that country, or 


(c) disposed of by the taxpayer, 
and no interest is payable under this section in re- 


spect of that additional tax, or part thereof, during 
the period of postponement. 


Interpretation Bulletins: IT-351: 
source — blocked currency. 


Income from a foreign 


(6.1) Adjustment of foreign tax payable — 
Notwithstanding any other provision in this section, 
where the tax payable under this Part by a taxpayer 
for a taxation year is increased by virtue of an adjust- 
ment of an income or profits tax payable by the tax- 
payer to the government of a country other than Can- 
ada or to the government of a state, province or other 
political subdivision of any such country, no interest 
is payable, in respect of the increase in the tax- 
payer’s tax payable, for the period ending 90 days 
after the day on which the taxpayer is first notified of 
the amount of the adjustment. 


Pre-RSC History: Subsec. 161(6.1) added by 1980-81-82-83, c: 
140, s. 108, applicable with respect to notifications made after 1980. 


(6.2) Flow-through share renunciations — 
Where the tax payable under this Part by a taxpayer 
for a taxation year is more than it otherwise would 
be because of a consequence for the year described 
in paragraph (b) of the definition “specified future 
tax consequence” in subsection 248(1) in respect of 
an amount purported to be renounced in a calendar 
year, for the purposes of the provisions of this Act 
(other than this subsection) relating to interest. paya- 
ble under this Act, an amount equal to the additional 
tax payable is deemed 


(a) to have been paid on the aaenie S balance- 
due day for the taxation year on account of the 
taxpayer’s tax payable under this Part for the 
year; and 


(b) to have been refunded on April 30 of the fol- 
lowing calendar year to the taxpayer on account 
of the taxpayer’s tax. payable under this Part for 
the taxation year. 


History: Subsec. 161(6.2) added by 1997, c. 25, subsec. 50(6), ap- 
plicable to 1996 et seq. 


(7) Effect of carryback of loss, etc. — For the 
purpose of computing interest under subsection (1) 
or (2) on tax or a part of an instalment of tax for a 
taxation year, and for the purpose of section 163.1, 


(a) the tax payable by the taxpayer under this Part 
and Parts 1.3, VI and VI.1 for the year shall be 
deemed to be the amount that it would have been 
if none of the following amounts, namely, 
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(i) [Repealed under former Act] 


(ii) any amount deducted under section 41 in 
respect of the taxpayer’s listed-personal-prop- 
erty loss for a subsequent taxation year, 


(iii) any amount excluded from the taxpayer’s 
income for the year by virtue of section 49 in 
respect of the exercise of an option in-a subse- 
quent taxation year, 


(iv) any amount deducted under section 118.1 
in respect of a gift made in a subsequent taxa- 
‘tion year or under section 111 in respect of a 
loss for a subsequent taxation year, 

(iv.1) any amount deducted under subsection 
126(2) in respect of an unused. foreign. tax 
credit (within the meaning assigned by. sub- 
section 126(7)) for a subsequent taxation year, 


(iv.2) any amount deducted in computing the 
taxpayer’s income for the year by. virtue of an 
election in a subsequent taxation year under 
paragraph 164(6)(c) or (d) by the BDAY 
legal representative, 


(v) any amount deducted under subsection 
127(5):im respect of property acquired or an 
expenditure made in a subsequent taxation 
year, 


(vi) any amount deducted under section 125.2 
in respect. of an unused Part VI tax credit 
(within the meaning assigned by subsection 
125.2(3)) for a subsequent taxation year, 
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(vi-1) [Repealed under former Act]... 


(vii) any amount deducted under section 125.3 
in respect of an unused Part I.3 tax. credit 
(within the meaning: assigned by subsection 
125.3(3)) for a subsequent taxation year, 

(viii) any amount deducted, in respect of a te- 
payment under subsection 68.4(7) of the Ex- 
cise. Tax Act made in a: subsequent taxation 
year, in computing the amount, determined 
under subparagraph 12(1)(x.1)@i), 


(ax) any amount. deducted under, subsection 
- 181.1(4) in respect of any unused surtax credit 
(within the meaning assigned by. subsection 
181.1(6)) of the taxpayer for.a aubscanenh tax- 
ation year, OL, 


(x) any amount dicdubvaa nae eBsectiats 
190.1(3) in respect of any unused Part I tax 
credit (within the meaning assigned by ‘sub- 
section 190.1(5)) of the taxpayer for a subse- 
quent taxation year, and. 


were so excluded or deducted for the years as g: the 
case may be; and» 


(b) the amount by which the tax payable by the 
taxpayer under this Part and Parts [.3, VI and 
VI.1 for the year is reduced because of the exclu- 
sion or deduction, as the case may. be, of an 
amount described in any of subparagraphs (a)(ii) 
to (x) of this subsection and subparagraph 
161(7)(a)G) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952 shall be 
deemed to have been paid by the taxpayer ‘on ac- 
count of the taxpayer’s tax payable for the year 
under this Part on the day that is the latest’of 


S. 161(7)(b) 


(i) the first day immediately following that 
subsequent taxation year, 


(ii) the day on which the taxpayer’s or the tax- 
payer’s legal representative’s return of income 
for that subsequent taxation year was filed, 


(iii) where an amended return of the tax- 
payer’s income for the year or a prescribed 
form amending the taxpayer’s return of in- 
come for the year was filed in accordance 
with subsection 49(4) or 152(6) or paragraph 
164(6)(e), the day on which the amended re- 
turn or prescribed form was filed, and 


(iv) where, as a consequence of a request in 
writing, the Minister reassessed the taxpayer’s 
tax for the year to take into account the deduc- 
tion or exclusion, the day on which the re- 
quest was made. 


Related Provisions: 162(11) — Effect of carryback of losses 
etc.; 248(1)“specified future tax consequence”(a) — Deduction or 
exclusion of amount referred to in 161(7)(a) is a specified future tax 
consequence. 


History: Subparas. 161(7)(a)(ix) and (x) amended by 1997, c. 25, 
subsec. 50(7); subpara. (ix) applicable to 1992 et seg., and subpara. 
(x) applicable to 1991 et seg. Subparas. (ix) and (x) formerly read: 


(ix) any amount deducted for a subsequent taxation year 
under subsection 181.1(4) in respect of any unused surtax 
credit (within the meaning assigned by subsection 181.1(6)) 
of the taxpayer, or ; 


(x) any amount deducted for a subsequent taxation year under 
subsection 190.1(3) in respect of any unused Part I tax credit 
(within the meaning assigned by subsection 190.1(5)) of the 
taxpayer, 


Subpara. 161(7)(a)(viii) amended by 1997, c. 26, s. 85, applicable to 
1997 et seq. Subpara. (a)(viii) formerly read: 


(viii) any amount excluded from the amount determined 
under clause 12(1)(x.1)(ii)(A) because of subclause 
12(1)(x.1)Gi)(A)(ID in respect of a fuel tax rebate repayment 
made in a subsequent taxation year, 


That portion of subsec. 161(7) preceding para. (a) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 96(3), applicable to in- 
stalments of,tax that become payable after June 10, 1993. That por- 
tion formerly read: 


(7) Effect. of carryback of loss, etc. — For the purpose of 
computing interest under subsection (1) or (2) on tax or a part 
or an instalment of tax for a taxation year, 


That portion of para. 161(7)(a) preceding subpara. (i) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 96(4), to add reference to 
Parts I.3, VI and VI.1, applicable to 1992 et seg. 

Subpara. 161(7)(a)(ix) added applicable to 1992 et seq., and (x) ad- 
ded applicable to 199 let seq., by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 96(5). 

That portion of para. 161(7)(b) preceding subpara. (i) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 96(6), applicable to 1991 
et seq., except that in its application to the 1991 taxation year the 
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para. shall be read without reference to the words “and Parts I.3, VI 
and VI.1”. That portion formerly read: 


(b) the amount by which the tax payable under this Part for 
the year is reduced because of the exclusion or deduction, as 
the case may be, of an amount described in any of subpara- 
graphs (a)(ii) to (vili) is deemed to have been paid by the tax- 
payer on account of the taxpayer’s tax payable for the year 
under this. Part on the day that is the latest of 


Subpara. 161(7)(a)(viii) added by 1994, c. 7, Sch. VI (1992, c. 29), 
subsec. 8(1), applicable to 1992 et seq. 


That portion of para. 161(7)(b) preceding subpara. (i) amended by 
1994, c. 7, Sch. VI (1992, c. 29), subsec. 8(2), applicable to 1992 et 
seq. That portion formerly read: 


(b) the amount by which the tax payable by the taxpayer 
under this Part for the year is reduced by virtue of the exclu- 
sion or deduction, as the case may be, of an amount described 
in any of subparagraphs (a)(ii) to (vii) of this subsection and 
subparagraph 161(7)(a)(i) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, shall be deemed to 
have been paid by the taxpayer on account of the taxpayer’s 
tax payable for the year under this Part on the day that is that 
latest of 


Pre-RSC History: Subpara. 161(7)(a)(vii) added by 1990, c. 39, 
subsec. 42(2), applicable to taxation years ending after June 1989. 


Subpara. 161(7)(a)(iv) amended to substitute “section 118.1” for 
“section 110”, subpara. 161(7)(a)(vi) substituted and subparas. 
161(7)(a)(vi.1) and (vii) repealed, by 1988, c. 55, subsecs. 140(4), 
(5), applicable to 1988 et seq. Paras. 161(7)(a)(vi) to (vii) formerly 
read: 


(vi) any amount deducted under subsection 127.2(1) in re- 
spect of his unused share-purchase tax credit for a subsequent 
taxation year, 


(vi.1) any amount deducted under subsection 120.2(2) in re- 
spect of his minimum tax for a subsequent taxation year, or 


(vii) any amount deducted under subsection 127.3(1) in re- 
spect of his unused scientific research and experimental de- 
velopment tax credit for a subsequent taxation year, 


Subpara. 161(7)(a)(vi.1) added by 1986, c. 55, s. 63, applicable to a 
taxation year commencing after 1983. 


Subpara. 161(7)(a)(i) repealed by 1986; c. 6, subsec. 89(2), applica- 
ble to 1986 et seg. Subpara. 161(7)(a)(i) formerly read: 


(i) any amount deducted under paragraph 3(e) by virtue of his 
death in a subsequent taxation year and the consequent appli- 
cation of section 71 in respect of an allowable capital loss for 
the year, 


Subpara. 161(7)(a)(iv.2) added by 1986, c. 6, subsec. 89(3), applica- 
ble to 1985 ef seq. 


Subparas. 161(7)(b)(ii), (iii) amended by 1986, c. 6, subsec. 89(4), 
to substitute, in (ii) “the taxpayer’s or his legal representative’s” for 
“the taxpayer’s” and, in (iii), “income for the year” for “income for 
the taxation year” and to add reference to paragraph 164(6)(e), ap- 


plicable to 1985 et seq. 


Para. 161(7)(b) substituted by 1985, c. 45, subsec. 91(3), applicable 
with respect to subsequent taxation years referred to therein, ending 
after 1984. Para. 161(7)(b) formerly read: 


(b) the amount by which the tax payable by the taxpayer 
under this Part for the year is reduced by virtue of the exclu- 
sion or deduction, as the case may be, of,an amount described 
in any of subparagraphs (a)(i) to (vii) shall be deemed to have 
been paid by the taxpayer, on account of his tax payable for 
the year under this Part, on the later of 


(i) the day on which his return of income under section 
150. was filed for that subsequent taxation year, and 


(ii) the day on or before which he is, or would be if a tax 
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under this Part were payable by him for that subsequent 
taxation year, required to file his return of income under 
section 150 for that subsequent taxation year. 


Subpara. 161(7)(a)(iv.1) added by 1984, c. 45, subsec. 66(5), appli- 
cable to 1984 et seq. 


Subsec. 161(7) substituted by 1984, c. 1, subsec. 86(2), applicable 
where the subsequent taxation year referred to in subsec. 161(7), as 
substituted, ends after 1982, except that in its application to a subse- 
quent taxation year ending before April 20, 1983, the amount deter- 
mined in respect of a taxpayer under para. .161(7)(b) shall be 
deemed to have been paid by him on the first.day immediately fol- 
lowing the subsequent taxation year. Subsec. 161(7) formerly read: 


(7) Effect of carryback of loss — Where a taxpayer is enti- 
tled to deduct under section 111 in computing his taxable in- 
come for a taxation year an amount in respect of a loss for the 
taxation year immediately following the taxation year (here- 
inafter in this subsection referred to as “the loss year”), for 
the purpose of computing interest under subsection (1) or (2) 
on tax or a part or instalment of tax for the taxation year for 
any portion of the period. in respect of which the interest is 
payable on or before the last day of the loss year, the tax pay- 
able for the taxation year shall be deemed to be the amount 
that it would have been if the taxpayer were not entitled to 
deduct any amount.under section 111 in respect of that loss. 


Selected Cases [subsec. 161(7)]: Connaught v. Canada, 
[1995] 1 C.T.C. 216 (FCTD) (Taxpayer not permitted to use previ- 
ously unclaimed deductions to offet income later assessed). 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Information Circulars: 81-11R3: Corporate instalments. 


(8). Certain amounts deemed to be paid as in- 
stalments — For the purposes of subsection (2), 
where in a taxation year an amount has been paid by 
a non-resident person pursuant to subsection 116(2) 
or (4) or an amount has been paid on that person’s 
behalf by another person in accordance with subsec- 
tion 116(5), the amount shall be deemed to have 
been paid by that non-resident person in the year as 
an instalment of tax onthe first day on which the 
non-resident person was required under this Act to 
pay an instalment of tax for that year. 


Pre-RSC History: Subsec. 161(8) added by 1974-75-16, co. 726) 
subsec. 106(2), applicable to 1974 et seq. 


(9) Definitions of “instalment base’, etc. — In 
this section, 


(a) ‘instalment base” of an individual for a taxa- 
tion year means the amount determined in pre- 
scribed manner to be the individual’s instalment 
base for the year; and | 


(b) “first instalment base” and “second instalment 
base” of a corporation for a taxation year have 
the meanings prescribed by regulation. 
Pre-RSC History [subsec. 161(9)]: Subsec. 161(9) substituted 
by 1980-81-82-83, c. 48, subsec. 88(3), applicable to taxation years 
commencing after October 28, 1980. Subsec. (9) formerly read as 
follows: | 
(9) Definition of “instalment base” — In this section, “in- 
stalment base” of a’ taxpayer fora taxation year means the 
amount determined in prescribed manner to be the taxpayer’s 
instalment base for the year. 


Subsec. 161(9) added by 1977-78, c. 4, s. 6. 


S. 161(11) 


Regulations: 5300 (“instalment base’’); 5301 (“first instalment 
base’, “second instalment base’). 


(10) When amount deemed paid — For the pur- 
poses of subsection (2), where an amount has been 
deducted by virtue of paragraph 127.2(1)(a) or 
127.3(1)(a) in computing the tax payable under this 
Part by a taxpayer for a taxation year, the amount so 
deducted shall be deemed to have been paid by the 
taxpayer 
(a) in the case of a taxpayer who has filed a re- 
turn of income under this Part for the year as re- 
quired by section 150, on the last day of the year; 
and 


(b) in any other case, on the day on which the 

taxpayer filed the taxpayer’s return of income 

under this Part for the year. 
Pre-RSC History: Subsec. 161(10) added by 1984, c. 45, subsec. 
66(6), applicable with respect to amounts deducted under ss. 127.2 
and 127.3 in respect of shares, debt obligations and rights acquired 
after February 15, 1984, other than shares, debt obligations or rights 
acquired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights were substantially advanced before February 16, 1984. 


(11) Interest on penalties — Where a taxpayer is 
required to pay a penalty, the taxpayer shall pay the 
penalty to the Receiver, General together with inter- 
est thereon at the prescribed rate computed, 


(a) in the case of a penalty payable under section 
162, 163 or 235, from the day on or before which 


(i) the taxpayer’s return of income for a taxa- 
tion year in respect of which the penalty is 
payable was required to be filed, or would 
have been required to be filed if tax under this 
Part were payable by the taxpayer for the 
year, or 


(ii) the information return, return, ownership 
certificate or other document in respect of 
which the penalty is payable was Fecmired to 
be made, 


as the case may be, to the day of payment; 


(b) in the case of a penalty payable for a taxation 
year because of section 163.1, from the tax- 
payer’s balance-due day for the year to the day of 
payment of the penalty; 
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mailing of the notice of original assessment of the 
penalty to the day of payment. 


Related Provisions: 18(1)(t) — Interest and penalty are non-de- 
ductible; 161(12) — Partnership liable to interest'on penalty re tax 
shelters; 221.1 — Application of interest where legislation retroac- 
tive; 248(11) — Interest compounded daily. 


History: Para. 161(11)(b) amended by 1997, c. 25, subsec. 50(8), 
applicable to 1996 et seq. Para. (b) formerly read: 


(b) in the case of a penalty payable*for) a taxation year by 
reason of section 163.1, from the day on or before which the 
taxpayer is required to pay the remainder of the taxpayer’ S 
tax payable under this Part for the year to the es of payment 
of the penalty; and 


That portion of para. 161(11)(a) preceding subpara. (i) amended by 
1994, c, 7, Sch. II (1991, c. 49), subsec. 133(4), to substituté 
“under” for “by reason of” and add reference to.s, 235. 


Pre-RSC History: Subsec. 161(11) substituted by 1988, c. 55, 
subsec. 140(6). Subsec. 161(11) formerly read: 


(11) Interest on penalty — Where a taxpayer is required by 
this Part.to. pay a penalty and fails to, pay all or any part, 
thereof as required, he shall pay to the Receiver General in- 
terest at the prescribed rate“on the amount he tailed to pay 
computed, 


(a) in the case of a penalty payable by virtue of wiinee 
tion 162(1), (2) or (3) or 163(1) or (2), from the day on or 
before which the taxpayer’s return of income for the tax- 
ation year in respect of which the penalty is payable was, 
or would have been if tax under this Part were payable by 
him for the year, required to be filed to the day of pay- 
ment; and 


(b) in the case of a penalty payable. by ae of any other 
provision of this Act, from the day of mailing of the no- 
tice of original assessment of the penalty to the day of 
payment. | 


Subsec. 161(11) added by 1986, c. 6, subsec. 89(5), applicable as of 
January 1, 1987, except that interest is not payable under subsection 
(11) for any part of a period before that day. 


Selected Cases [subsec. 161(11)]: Ford v. Canada, [1994] 2 


C.T.C. 2395 (TCC) (No penalty where filing within 90 days of ret- 


roactive agreements for spousal and child support); Reemark Chel- 


sea Terraces Project Ltd. v. Canada, [1993] 1 C.T.C. 2727 (TCC) | 


(Amount of interest and penalty for late return not adjusted on reas- 
sessment giving effect to loss carry-back reducing income to nil). 


Regulations: 4301(a) (prescribed ‘rate of- interest): 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. _ 


Information Circulars: 81-11R3: Corporate instalments; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(c) in the case of a penalty payable by reason of 
any other provision of this Act, from the day of 
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Pre-RSC History [s. 161]: The expression “scientific research 
and experimental development” substituted for-“‘scientific research” 
by 1986, c: 6, subsec. 15(3), applicable with respect to taxation 
years ending after May 23, 1985. 


Definitions [s. 161]: “allowable capital loss” — 38(b), 248(1); 
“amount”, “assessment”, “balance-due day” — 248(1); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “individual” — 248(1); 
“instalment base” — 161(9); “Minister” — 123(1); “person’’, “pre- 
scribed”, “property”, “share”, “specified future tax consequence” — 
248(1); “tax payable! Sc 248(2); “taxable income” — 2(2),:248(1); 
“taxation year” — 249; “taxpayer” — 248(1); “testamentary 
trust” — 108(1), 248(1); Ree! — Interpretation Act 35(1). 


> 6 


Penalties 


162. (1) Failure to file return of income — 
Every person who fails to file a return of income for 
a taxation year\as and when required by subsection 
150(1) is liable to a penalty equal to the total of 


(a) an amount equal to 5% of the person’ Ss tax 
payable under this Part for the year that was un- 
paid when the return was required to be filed, and 


(b) the product obtained when 1% of the person’s 
. tax payable under this Part for the year that was 
unpaid when the return was required to be filed is 
multiplied by the number of complete months, 
“not exceeding 12, from the date on which the re- 
‘turn was required to be filed to the date on which 
the return was filed. 
Related Provisions: 162(11) — Effect of carryback of losses, 
etc.; 235 — Additional penalty on large corporation for late filing 


even where no balance owing. See additional Related provisions 
and Definitions at end of s. 162. 


Selected Cases [subsec. 162(1)]: Ford v. Canada, [1994) 2 
C.T.C. 2395 (TCC) (No penalty where return filed within 90 days 
of retroactive agreements for spousal and child support); Reemark 
Chelsea Terraces Project Ltd. v. Canada, [1993] 1 C.T.C. 2727 
(TCC) (Amount of interest and penalty for late return not adjusted 
on reassessment giving effect to loss carry-back reducing income to 
nil); Carlson vy. The Queen, [1973] C.T.C. 360. (FCTD) (Filing 
“temporary” return containing an income “estimate”; penalty ap- 
plied for late filing of tax return). 


Information Circulars: 85-1R2: Voluntary disclosures: 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(2) Repeated failure to file — Every person 


(a) who fails to file a return of income for a taxa- 
tion year.as and when required by subsection 
150(1), 


(b) on whom a demand for a return for the year 
has been served under subsection 150(2), and 


(c) by whom, before the time of failure, a penalty 
was payable under this subsection or subsection 
(1) in respect of a return of income for any of the 
3 preceding taxation years 
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is liable to a-_penalty equal to the total of 


(d) an amount equal to 10% of the person’s tax 
payable under this Part for the year that was un- 
paid when the return was required to be filed, and 


(e) the product obtained when 2% of the tax pay- 
able under this Part for the year that was unpaid 
when the return was required to be filed is multi- 
plied. by the number.of complete-months, not, ex- 
ceeding 20, from the date on which the»return 
was required ‘to be filed to the date « on n which the 
return was ‘filed. ~ 
Related Provisions: 162(11)— Effect of carryback of losses, 


etc. See additional Related provisions and Definitions at end of s. 
162. riety ri? ¥F 


Selected Cases [subsec. 162(2)]: Wichartz v. Giese 11995) 
ee OAs Oe 2866 (TCC) (No BRET for penalty until penalty 
assessed). 


Information Circulars: 85- 1R2; Voluntary. “ausolositass 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(3). Failure to file. by trustee — Every, person 
who fails to file a return.as required, by. subsection 
150(3).is liable to a penalty of $10 foreach day of 
default but not. exceeding $50. | 


Related Provisions: See Related provisions .and Defintions at 
end of s. 162. 


Information Circulars: 85-1R2: Voluntary disclosures; "92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(4) Ownership certificate — Every person who 


(a) fails to complete any ownership, certificate as 
required by section 234, ' 


(b) fails to deliver an ownership ae Ta in 1 the 


manner prescribed at the time prescribed and at 
the place prescribed by regulations made under 
that section, or 


(c) cashes a coupon or warrant for whic an own- 


ership certificate has not been complete DuESH: 


ant to that section,’ 
is liable to a penalty of $50. 


Related Provisions: See Related provisions and Definitions at | 


end of s:' 162. 


Information Circulars: 85-1R2: Voluntary disclosures; 92-2: 
Guidelines for the Cancellation and waiver of interest and penalties. 


(5) Failure to provide information ‘on form — 
Every person who fails to provide any ‘information 
required on.a prescribed form made under this Act or 
a regulation is lable to a penalty, of $100: for each 
such failure, unless | 


(a) in the case of information required in respect 
of another person, a reasonable. effort was made 
by the person to obtain the information from: the 
other person; or. | 


(b) in the case of a failure to provide a Social In- 
surance Number..on a return of income, the per- 
son had applied for the assignment, of the: Number 
and had not received it at = time the return was 
filed. 


S.162(7) 


Related Provisions: See’ Related provisions ‘andi Dei SGoms at 
end of s. 162: 


History: That portion. of ‘subsec. -162(5) preceding para. (a) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 134(1), to sub- 
stitute “‘is‘liable” for “is, except where, in the case‘of an — 
the Minister'has waived the’ penalty, liable’.° 9:1 


Information Circulars: 82-2R2: SIN legislation that/relates to the 
preparation of information. slips. . v7 a 


(6) Failure to provide Social Insurance Nuit: 
ber — Every individual who fails to provide on re- 
quest the individual’s Social Insurance:Number to'a 
person required under this Act ora regulation to 
make«an information return requiring the individ- 
ual’s Social Insurance Number is liable'to.a ici 
of $100 for each:such failure, unless - 


(a) an application by the individual for the assign- 

- ment of a Social Insurance Number was made not 

‘later than 15 days after the person made the Te- 
quest; and © 


(b) the Number was provided to the person within 
15 days after the individual received it. 
Related: Provisions: 237(1) — Obligation:to obtain Social Insur- 


ance Number. See additional Related provisions and Definitions at 
end of s, 162. 


History: That portion Oe subsec. 162(6) scare para. es 
amended by 1994, c. 7, Sch. II (1991, c./49), subsec. 134(2), to sub- 
stitute “is liable” for “is, except where the Minister has is the 
penalty, liable”. 


Information Circulars: 82-2R2: SIN i ae that felateet to the 
preparation of information slips. 


(7).Failure to comply _ - Every person. (other than 
a registered charity) or partnership who fails 


(a) to file. an.information return. as.and. when re- 
quired by this Act or the regulations, Cia 


(b) to comply with a duty or obligation imposed 
by this Act or the regulations 


is-liable in respect of each such failure, except ‘where 
another provision of this Act (other than subsection 
(10) or (10.1).or 163(2,22)) sets out a penalty for the 
failure, to a penalty, equal to the greater of $100 and 
the product, obtained when $25 is multiplied by the 
number of days, not exceeding 100, during which the 
failure continues. 

Related Provisions: 149(4. 1), 188 — Revocation of registration 
and penalty tax for registered charity; 162(8.1) — Where: partner- 


ship liable to penalty. See additional: Related provisions and Defini- 
tions at end of s. 162. 


History: Subsec. 162(7) amended, by 1997; :c. 25,;subsec.:5 1(1), 
applicable to returns, required to.be filed on or before. a day that;is 
after 1997 and to duties and obligations first imposed after 1997. 
Subsec. (7) formerly read: 
(7) Failure to comply, with Act or regulation - — Every per- 
son (other than a registered charity) who fails 
(a) to file an information return as and when “iftepea by 
this Act or a regulation, or 
(b) to comply with a duty or ores imposed by this 
Act’ or a regulation 


is liable in respect-of each such failure, except where another * 
provision ‘of this Act (other. than subsection (10)) sets out a 
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penalty for the failure, to a penalty equal to the greater. of 
$100 and the product obtained when $25 is multiplied by the 
number of days, not exceeding 100, during which the failure 
continues. ‘ 
The opening words of subsec. 162(7) substituted by 1994, c. 21,.s. 
80, applicable June 15, 1994. The opening words formerly read: 


(7) Every person 
Information Circulars: 85-1R2: Voluntary disclosures; 89-4: Tax 


shelter reporting; 92-2: Guidelines for the cancellation and waiver 
of interest and penalties. 


(7.1) Failure to make partnership information 
return — Where a member of a partnership fails to 
file an: information return as a member of the part- 
nership for a fiscal period of the partnership as and 
when required by this Act or the regulations and sub- 
section (10) does not set out a penalty for the failure, 
the partnership is liable to a penalty equal to the 
greater of $100 and the product obtained when $25 
is multiplied by the number of days, not exceeding 
100, during which the failure continues. 

Related Provisions: _96(1)— Taxation of partnership; 


162(8.1) — Rules where partnership is liable to penalty. See addi- 
tional Related provisions and Definitions at end of s.°162: 


History: Subsec. 162(7.1) amended by 1997, c. 25, subsec. 51(1), 
applicable to returns required to be filed on or before’a day that is 
after 1997 and to duties and obligations first imposed after 1997. 
Subsec. (7.1) formerly read: 


(7.1) Where a member of a partnership fails to file an infor- 
mation return as a member of the partnership for a fiscal pe- 
riod of the partnership as and when required by this Act ora 
regulation, the partnership is liable to a penalty equal to the 
greater of $100 and the product obtained when $25 is multi- 
plied by the number of days, not exceeding 100, during which 
the failure continues. 


(8) Repeated failure to file — Where 


(a) a penalty was payable under subsection (7.1) 
in respect of a failure by a member of a partner- 
ship to file an information return as a member of 
the partnership for a fiscal period’ of the 
partnership, 


(b) a demand for the return or for information re- 
quired to be contained in the return has been 
served under section 233 on the member, and 


(c) a penalty was payable under subsection (7.1) 
in respect of the failure by a member of a partner- 
ship to file an information return as a member of 
the partnership for any of the 3 preceding fiscal 
periods, 


the partnership is liable, in addition to the penalty 
under subsection (7.1), to a penalty of $100 for each 
member of the partnership for each month or part of 
a month, not exceeding 24 months, during which the 
failure referred to in paragraph (a) continues. 

Related Provisions: 162(8.1) — Rules where partnership is lia- 


ble to penalty. See additional Related provisions and Definitions at 
end of s. 162. 


(8.1) Where partnership liable to penalty — 
Where a partnership is liable to a penalty under sub- 
section (7), (7.1), (8), (10) or (10.1), sections 152, 
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158 to 160.1, 161 and 164 to 167 and Division J ap- 
ply, with any modifications that the circumstances 
require, to the penalty as if the partnership were a 
corporation. 

History: Subsec. 162(8.1) amended by 1997, c. 25, subsec. 51(2), 
applicable to returns required to be filed on or before a day that is 
after 1997 and to duties and obligations first imposed after 1997. 
Subsec. (8.1) formerly read: 


(8.1) Rules where partnership is liable to penalty — 
Where a partnership is liable to a penalty under subsection 
(7.1) or (8), sections 152, 158 to 160.1, 161 and 164 to 167 
and Division J apply, with such modifications as the circum- 
stances require, with respect to the penalty as if the partner- 
ship were a corporation. 


(9) Tax shelter identification number — Every 
person who 


(a) files false or misleading information with the 
Minister in an application under subsection 
237.1(2) for an identification number for a tax 
shelter, or 


(b) whether as a principal or as an agent, sells, 
issues or accepts a contribution for the acquisi- 
tion of an interest in a tax shelter before the Min- 
ister has issued an identification number therefor, 


is liable to a penalty equal to the greater of — 
(c) $500, and 


(d) 3% of the total of all amounts each of which 
is the cost to each person who acquired an inter- 
est in the tax shelter before the correct informa- 
tion is filed with the Minister or the identification 
number is issued, as the case may be. 


Related. Provisions: 237.1(6.1) — No deduction allowed. while 
tax shelter penalty unpaid. See also Related provisions and Defini- 
tions at end of s. 162. 


Information Circulars: 89-4: Tax shelter reporting, 


(10) Failure to furnish foreign-based-informa- 
tion — Every person or partnership who, 


(a) knowingly or under circumstances amounting 
to gross negligence, fails to file an information 
return as and when required by any of sections 
233.1 to 233.4, or 

(b) where paragraph (a) does not apply, know- 
ingly or under circumstances amounting to gross 
negligence, fails to comply with a demand under 
section 233 to file a return 


is liable to a penalty equal to the amount determined 
by the formula 


($500 x A x B)-—C 
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where 
A. 1s 


(c) where paragraph (a) applies, the lesser of 
24 and the number of months, beginning with 
the month in which the return was required to 
be filed, during any part of which the return 
has not been filed, and 


(d) where paragraph (b) applies, the lesser of 
24 and the number of months, beginning with 
the month in which the demand was served, 
during any part of which the return has not 
been filed, 


(e) where the person or partnership has failed 
to comply with a demand under section 233 to 
file a return, 2, and 


(f) in any. other case, 1, and 


C is the penalty to which the person or partnership 
is liable. under subsection (7) in respect of the 
return. ; 

Related Provisions:  162(7) — initial calculation of penalty; 

162(8.1) — Where partnership liable to penalty; 162(10.1) — Addi- 

tional penalty; 163(2.4)-(2.91) — Penalty for false statement or 

omission in return; 233:5 — Due diligence defence; 257 — Formula 
cannot calculate to less than zero. See also Related biopipas and 

Definitions at end of s. 162. 


History: Subsec. 162(10) amended by 1997, c. 25, subsec: 51(3), 
applicable to returns required to be filed on or before a day that is 
after April 29, 1998. Subsec. (10) formerly read: 
(10) Every corporation 
(a) that fails to file an information return required by sec- 
tion 233.1, 


(b) on which a demand under section 233 has been 
served for the return, and 


(c) that does not comply with the demand within 90 days 
after the day the demand was served on it, 


is liable in respect of each such failure, in addition to the pen- 
alty under subsection (7), to a penalty of $1,000 for each 
month or part of a month, not exceeding 24 months, during 
which the failure continues. 


(10.1) Additional penalty — Where 


(a) a person or partnership is liable to a penalty 
under subsection (10) for the failure to file a re- 
turn (other than an information return required to 
be filed under section 233.1), 


(b) if paragraph (10)(a) applies, the number of 
months, beginning with the month in which the 
return was required to be filed, during any part of 
which the return has not.been filed exceeds 24, 
and 


(c) if paragraph (10)(b) applies, the number of 
months, beginning with the month in which the 
demand referred to in that paragraph was served, 
during any part of which the return has not been 
filed exceeds 24, 


the person or partnership is liable, in addition to the 
penalty determined under subsection (10), to a pen- 


S. 162(10.2) 


alty equal to the amount determined by the formula 
A-B 

where 

A is . ) 
(d) where the return is required to’ be filed 
under section 233.2, 5% of the total of all 
“amounts each of which is the fair market 
value of property transferred or loaned (deter- 
mined as of the time of the transfer or loan) 
because of which there would, if no other 


transfer or loan were taken into account, be an 
obligation to file the return, 


(e) where: the. return is required to be filed 
under section 233.3 for a taxation year or fis- 
cal period, 5% of the greatest of all amounts 
each of which is the total of the cost amounts 
to the person or partnership at any time in the 
year or period of a specified foreign property 
(as defined by. subsection 233.3(1)) of the per- 
son or partnership, and 


(f) where the return is detres e be filed 
under section 233.4 for a taxation year or ‘fis- 
cal period in respect of_a foreign affiliate of 
the person or partnership, 5% of the. greatest 
of all amounts each of which is the total of the 
cost amounts to the person or partnership at 
any time in the year or period of a property of 
the person or partnership that is a share of the 
capital stock or indebtedness: of the affiliate, 
and 


B is the total of the penalties to which the person or 
partnership is liable under subsections (7) and 
(10) in respect of the return. 


Related Provisions: 162(7) — Initial, calculation of penalty; 
162(10.2) — Shares or debt owned. by controlled foreign affiliate; 
162(10.3) — Application to partnerships; 162(10.4) — Application 
to non-resident trusts; 163(2.4)-(2.91) — Penalty for false state- 
ment or omission in return; 233.5 — Due diligence defence to pen- 
alty; 257 — Formula.cannot calculate to.less than zero. 


History: Subsec. .162(10.1) added. by 1997, c. 25, subsec. 51(3), 
applicable to returns required to be filed on or before a day that is 
after April 29, 1998. 


(10.2) Shares or debt owned by controlled 
foreign affiliate — For the purpose of paragraph 
(f) of the description of A in subsection (10.1), 


(a) shares or indebtedness owned by a controlled 
foreign affiliate of a-person or partnership are 
deemed to be owned’by the person or partnership; 
and 


(b) the cost amount at any time of such shares or 
indebtedness to the person or partnership is 
deemed to be equal to 20% of the cost amount at 
that time to the controlled foreign affiliate of the 
shares or indebtedness. 


Related Provisions: 162(10.3)— Application to partnerships; 
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162(10.4) — Application to non-resident trusts. 


History: Subsec. 162(10.2) added by 1997, c. 25, subsec. 51(3), 
applicable to returns required to be filed on or before a day that is 
after April 29, 1998. 


(10.3) Application to partnerships — For the 
purposes of paragraph (f) of the description of A in 
subsection (10.1) and subsection (10.2), in determin- 
ing whether a non-resident corporation or trust is a 
foreign affiliate or a controlled foreign affiliate of a 
partnership, 


(a) the definitions “direct equity percentage” and 
“equity percentage” in subsection 95(4) shall be 
read as if a partnership were a person; and 


(b) the definitions “controlled foreign affiliate” 
and “foreign affiliate’ in subsection 95(1) shall 
be read as if a partnership were a taxpayer resi- 
dent in Canada. ) 

History: Subsec. 162(10.3) added by 1997, c. 25, subsec. 51(3), 


applicable to returns required to be filed on or before a day that is 
after April 29, 1998, 


(10.4) Application to non-resident trusts — 
For the purposes of this subsection, paragraph (f) of 
the description of A in subsection (10.1) and subsec- 
tion (10.2), 


(a) a non-resident trust is deemed to be a con- 
trolled foreign affiliate of each beneficiary of 
which the trust is a controlled foreign affiliate for 
the purpose of section 233.4; 


(b) the trust is deemed to be a non-resident corpo- 
ration having a capital stock of a single class di- 
vided into 100 issued shares; 


(c) each beneficiary under the trust is deemed to 
own at any time the number of the issued shares 
of the corporation that is equal to the proportion 
of 100 that 


(i) the fair market value at that time of the 
beneficiary’s beneficial interest in the trust 


is of 
(ii) the fair market value at that time of all 
beneficial interests in the trust; and 


(d) the cost amount to a beneficiary at any time of 
a share of the corporation is deemed to be equal 
to the amount determined by the formula 


A 


B 
where 


A is the fair market value at that time of the ben- 
eficiary’s beneficial interest in the trust, and 


B is the number of shares deemed under para- 
graph (c) to be owned at that time. by the ben- 
eficiary in respect of the corporation. ' 

History: Subsec. 162(10.4) added by 1997, c. 25; subsec. 51(3), 


applicable, to returns required to be filed on or before a day that is 
after April 29, 1998. 


(11) Effect of subsequent events — For the 
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purpose of computing a penalty under subsection (1) 
or (2) in respect of a person’s return of income for a 
taxation year, the person’s tax payable under this 
Part for the year shall be determined before taking 
into consideration the specified future tax conse- 
quences for the year. 


History: Subsec. 162(11) amended by 1997, c. 25, subsec. 51(4), 
applicable to 1996 et seg. Subsec. (11) formerly read: 


(11) Effect of carryback of losses etc. — In determining a 
person’s tax for a taxation year, for the purpose of computing 
a penalty under subsection (1) or (2) in respect of the person’s 
return of income for the year, paragraph 161(7)(a) applies 
with such modifications as the circumstances require. 


Subsec. 162(11) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
134(3), applicable to amounts referred to in para. 161(7)(a) in re- 
spect of subsequent taxation years referred to in that para. ending 
after July 13, 1990. 


Related Provisions [s. 162]: 18(1)(t) — Penalties are non-de- 
ductible; 161(11) — Interest on penalty; 180.1(4), 181.7, 183(3), 
183.2(2), 187(3), 187.6, 189(8), 190.21, 191.4(2), 193(8), 195(8), 
196(4), .202(3), 204.3(2), 204.7(3), 204.87, 204.93, 207(3), 
207.2(3), 207.4(2), 207.7(4), 208(4), 209(5), 210.2(7), 211.5, 
211.6(5), 219(3), 227(10.01), 227(10.1)(c), 211.91(3) — Provisions 
of s. 162 apply for purposes of Parts I.2, 1.3, II, IV, IV.1, V, VI, 
VI.1, VIL, VUL, 1X, X, X.1, X.2, X.3, X.4, XI, XL.1, XI.2, X13, XI, 
XII.1, XIL.2, XII.3, XII.4, XIL.5, XIL.6 and XIV respectively; 
220(3.1) — Waiver of penalty or interest; 238(1), (3) — Offences; 
239(3),— Penalty assessment cannot be issued after charge laid if 
person convicted. 


Pre-RSC History [s. 162]: S. 162 substituted by 1988, c. 55, s. 
141 (as amended (subsecs. (7.1) and (8.1) being added) by 1994, c. 
7, Sched. II, s. 245, deemed to have come into force September 13, 
1988), subsecs. (7.1) to (8.1) applicable as of December 17, 1991, 
subsec. (9) applicable as of September 1, 1989. S. 162 formerly 
read: 


162. (1) Penalties — Every person who has failed to file a 
return as and when required by subsection 150(1) is liable to 
a penalty equal to the aggregate of 


(a) an amount equal to 5% of the tax that was unpaid 
when the return was required to be filed; and 


(b) the product obtained when 1% of the tax that was un- 
paid when the return was required to be filed is multi- 
plied by the number of complete months, not exceeding 
twelve, in the period between the date on which the re- 
turn was required to be filed and the date on which the 
return was filed. 


(2) Idem — Every person who has failed to file a return as 
required by subsection 150(3) is liable to. a penalty of $10 for 
each day of default but not exceeding $50. 


(3) Failure to complete information — Every person who 
has failed to complete the information on a prescribed form 
as required by or pursuant to section 150 is, unless in the case 
of an individual the Minister has waived it, liable to a penalty 


(a) of 1% of the amount by which the tax payable under 
this Part exceeds the amount deemed by subsection 
120(2) to have been paid on account of tax under this 
Part for the year but, whether he is taxable or not, not less 
than $25 or more than $100, or 


(b) in the case of an individual, of such lesser amount as 
the Minister may have fixed in respect of the specific 
failure.: 


Subsec. 162(1) substituted by 1980-81-82-83, c. 48, subsec. 89(1), 
applicable with respect to returns required to be filed, but not filed, 
before 1982 and with respect to returns required to be filed after 
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1981. Subsec. 162(1) formerly read: ° 


162. (1) Every person who has failed to make a return as and 
when required by subsection 150(1) is liable to a penalty of 
(a) an amount equal to 5% of the tax that was unpaid 
when the return was required to be filed, if the itax paya- 
ble under this Part that was unpaid at that time was less 
than $10,000, and 
(b) $500, if at the time the return was required to be filed 
tax payable under this Part hs to $10,000 or more was 
unpaid. 
Para. 162(3)(a) substituted by 1980-81-82-83, c. 48, subsec. 39(2). 
applicable to 1980 et seq. Para. 162(3)(a) formerly read as follows: 
(a) of 1% of the tax payable under this Part but, whether he is 
taxable or not, not less, than $25 or more than $100, or 
Definitions [s. 162]: “amount” — 248(1); “controlled foreign af- 
filiate” — 95(1), 162(10.3), (10.4)(a), 248(1); “corporation” — 
162(10.4)(b), 248(1), Interpretation Act 35(1); “fiscal period” — 
248(1), 249.1; “foreign affiliate’ — 95(1), 162(10.3), 248(1); “indi- 
vidual”, “Minister”, “non-resident” — 248(1);:. “owned” — 
162(10.2); “person”, “prescribed”, “property” — 248(1); “re- 
ceived” — 248(7); “registered charity”, “regulation” — 248(1); “tax 
shelter” — 237.1(1), 248(1);) “taxation year’: — 249; “trust” — 
104(1), 248(1), (3). 
Information. Circulars [s.. 162]: 85-1R2: Voluntary disclosures. 


163. (1), Repeated failures — Every person who 


(a) fails to report an amount required to’ be in- 
cluded in computing the person’s income in a re- 
turn filed under section 150 for a taxation year, 
and 


(b) had failed to report an amount required to be 
so included in any return filed under section 150 
for any of the three preceding taxation years 
is liable to a penalty equal to 10% of the amount de- 
scribed in paragraph (a), except where the person is 
liable to a penalty under subsection (2) in respect of 
that amount. ‘ 
Related Provisions: 163(3) — Burden of proof. See also Related 
provisions and Definitions at end of s. 163. 


Pre-RSC History: Subsec. 163(1) substituted i 1988, c. 55, s. 
142. Subsec. 163(1) formerly, read: 


163. (1) Wilful failure to file return — Every person who 
wilfully attempts to evade payment of the tax payable by him 
under this Part: by failing to file a return of income as and 
when required by subsection: 150(1) is liable to a penalty of 
50% of the amount by. which 


(a) the tax sought to be evaded 
exceeds 


(b) that portion of the amount deemed by subsection 
‘- 120(2) to have been paid on account of his tax under this - 
Part that is reasonably attributable to the amount referred 
to in paragraph (a). 
Subsec. 163(1) substituted by 1980-81-82-83,.c. 48, subsec. 90(1), 
applicable to 1980 et seg. Subsec. 163(1) formerly read: 


163. (1) Every person who wilfully attempts to evade pay- 
ment of the.tax payable by him under this Part by failing to 
file a return of income-as and: when required by subsection 
150(1) is liable to a penalty of 50% of the amount of the tax 
sought to be evaded. 


Selected Cases [subsec. 163(1)k: The Queen v. Pongrantz, 
[1982] C.T.C. 259 (FCA) (Repeated failure to file return on time 


S. 163(2)(a)() 


not wilful evasion); Hawrish v. MNR, [1976] C:T.C. 748 (FCA) 
(Penalties imposed after four-year limit period quashed when no 
wilful tax evasion). (Note: the current version of subsec. 163(1) no 
longer requires that the failure have been wilful). 


Information Circulars: 85-1R2: Voluntary disclosures. ’ 


(2) False statements or omissions — Every 
person who, knowingly, or under circumstances 
amounting to gross negligence in the carrying out of 
any duty or obligation imposed by or under this Act, 
has made or has participated in, assented to or acqui- 
esced in the making of, a false,statement or omission 
in a return, form, certificate, statement or answer (in 
this section referred to as a “return’’) filed or made in 
respect of a taxation year as required by or under this 
Act or a regulation, is liable to a penalty of the 
greater of $100 and 50% of the total of 


(a) the amount, if any, by which_, 
(i) the amount, if any, by which 


(A) the tax for the year that would be pay- 
able by the person under this Act 


exceeds 


(B) the amount that would be deemed by 

subsection 120(2) to have been paid on ac- 

count of the person’s tax’ forthe year 
if the person’s taxable income for the year 
were computed by adding to the taxable in- 
come reported by the person in the»person’s 
return for the year that portion of the person’s 
understatement of income for the year that is 
reasonably, attributable to the false statement 
or omission and if the person’s tax payable for 
the year were computed by subtracting from 
the deductions from the tax otherwise payable 
by the person for the year‘ such portion of any 
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such deduction as may reasonably be attribu- 
table to the false statement or omission 


exceeds 
(ii) the amount, if any, by which 


(A) the tax for the year that would have 
been payable by the person under this Act 


exceeds 


(B) the amount that would have been 
deemed by subsection 120(2) to have been 

' paid on account of the person’s tax for the 
year 


had the person’s tax payable for the year been 
assessed on the basis of the information pro- 
vided in the person’s return for the year, 


(b) [Repealed] 


(c) the total of all amounts each of which is the 
amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 122.61(1) to be an overpayment on ac- 
count of the person’s liability under this Part 
for the year that arose during a particular 
month or, where that person is a cohabiting 
spouse (within the meaning assigned by sec- 
tion 122.6) of an individual at the end of the 
year and at the beginning of the particular 
month, of that individual’s liability under this 
Part for the year that arose during the particu- 
lar month, as the case may be, if that total 
were calculated by reference to the informa- 
tion provided 
exceeds 


(ii) the amount that is deemed by subsection 
122.61(1) to be an overpayment on account of 
the liability of that person or that individual, 
as the case may be, under this Part for the year 
that arose during the particular month, 


(c.1) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount that would be deemed by section 
122.5 to be paid by that person during a 
month specified for the year or, where that 
person is a qualified relation of an individual 
for the year (within the meaning assigned by 
subsection 122.5(1)), by that individual, as the 
case may be, if that total were calculated by 
reference to the information provided in the 
prescribed form filed for the year under sec- 
tion 122.5 


exceeds 


(1i) the total of all amounts each of which is an 

amount that is deemed under section 122.5 to 

be paid by that person or that qualified rela- 

tion during a month specified for the year, 
(c.2) the amount, if any, by which 


(i) the amount that would be deemed under 
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section 126.1 to be an overpayment on ac- 
count of the person’s liability under this Part 
for the year if the amount were calculated by 
reference to the information provided 


exceeds 


(ii) the amount that is deemed under section 
126.1 to be an overpayment on account of the 
person’s liability under this Part for the year, 


(<) the amount, if any, by which 


(i) the amount that would be deemed by: sub- 
section 127.1(1) to be paid for the year by the 
person if that amount were calculated by ref- 
erence to the information provided in the re- 
turn or form filed for the year pursuant to that 
subsection 


exceeds 


(ii) the amount that is ‘Be nieed by that subsec- 
tion to be paid for the year by the person, 


(e) the amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 127.41(3) to have been’ paid for the 
year by the person if that amount were calcu- 
lated by reference to the person’s claim for the 
year under that subsection 


exceeds 


(ii) the maximum amount that the person is 
entitled to claim for the year under ee 
127.41(3), and 


(f) the amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 125.4(3) to have been paid for the year 
by the person if that amount were calculated 
by reference to the information provided in 
the return filed for the year pursuant to that 
subsection 


exceeds 


(ii) the amount that is deemed by that subsec- 
tion to, be paid for the year by the person. 

Related Provisions: 163(2.1) — Interpretation; 163(3) — Bur- 

den of proof; 239(1)—~ Offence — false statements. See also Re- 

lated provisions and Definitions ‘at end of s. 163. 

History: Para. 163(2)(f) added by 1996, c 21, s. 43, applicable to 

1995 et seq. 

Para. 163(2)(e) added by 1995, c. 3, s. 48, applicable to taxation 

years that end after February 22, 1994. 


Para. 163(2)(c.2) added by 1994, c. 8; subsec. 26(1), applicable after 
1992. 


Para. 163(2)(b) repealed by 1994, c. 7, Sch. VII (1992, c. 48), sub- 
sec. 17(1), applicable to 1993 et seg. Para. (b) formerly read: 


(b) the amount, if any, by which ~ 


(i) the amount that would be deemed by subsection 
122.2(1) to be paid for the year by the person or, where 
the person is a supporting person of an eligible child of 
an individual for the year (within the meaning assigned 
by subsection 122.2(2)) and resided with the individual at 
the end of the year, by that individual, as the case may 
be, if that amount were calculated by reference to the in- 
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formation provided in the return filed for the year pursu-! 
ant to that subsection . 


exceeds 


(ii) the amount that is deemed by subsection 122.2(1) to 
be paid for the year,by the person or the individual re- . 
ferred to in subparagraph (i), as the case may: be, 


Para. 163(2)(c) was added by 1994, c: 7, Sch. VII (1992, ‘c. 48); 
subsec. 17(2), applicable to 1991 et seq. 


Pre-RSC History: Former para. 163(2)(c) repealed applicable to 
1991 et seq., and pata. (c.1) added: applicable ‘to 1989 ‘et’seg., by 
1990, c. 45, subsecs. 51(1), (2). Para. (c) formerly read: 


(c) the amount, if any, by which 


(i) the amount that would be deemed ‘by subsection 

122.4(3) to be paid for the year by him or, where he is the 

spouse and a qualified relation of an eligible individual 

for the yeat (within the ‘meanings assigned by subsection 

10°°122.4(1)), by that individual, as the case. may be, if that 

amount were calculated by reference to the information 

_ provided. in, the prescribed form filed for the. year pursu- 
ant to subsection 122.4(3) 


exceeds 


(ii) the amount that is deemed by subsection 122. 4), to 
be paid for the year by him or the’ eligible individual of 
whom he is the’ spouse,’as the case may be, and. 


Subsec. 163(2) substituted by 1988, c. 55, s. 142. Subsec, (2) for- | 


merly read: 


(2) Every person vt aiawininy’ or under circumstances 
amounting to gross negligence in the carrying out.of any duty 
or obligation imposed by or under this Act, has made or has 
participated in, assented to or acquiesced in the’ making of, a 
false ‘statement or omission» in a return, form, certificate, 
statement or answer. (in this section, referred to as a “‘return’’) 
filed or made in respect.of a taxation year as required by or 
_ under this Act or a regulation, is liable to a penalty of 


(a) 25% of the amount, if any, by which. 
(i) the amount, if any, by, which 


(A) the tax for the year that would ‘be ei by 
him under this Act 


exceeds 


(B) the amount that would be deemed by subsec- 
tion 120(2) to have been paid on account of his 
tax for the year . 


if his taxable income for the year were computed by 

adding to the taxable income reported by him in his 

return for the year that portion of his understatement 

_ of income for the year that is reasonably attributable 
“to the false statement or omission 


exceeds 
(ii) the amount, if any, by which 


(A) the tax for the year that would have been 
payable by him under this Act ’ 


exceeds 


(B) the amount that would have been deemed by 
subsection 120(2)'to have been fas on account 
of his tax for the year 


had his tax payable for the year been’ asséssed on the 
basis of the information provided in his return for the 
year, 

(b) 25% of the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.2(1) to be paid for the year by him or, where he 
is a supporting person of an eligible child of an indi- 


S. 163(2) 


vidual for the year (within the ‘meaning assigned by 
subsection 122.2(2)) and resided with the individual 
at the end of the year, by that individual, as the case 
may be, if that amount were calculated by reference 
to the information provided in the return filed for the 
year pursuant to that subsection 


exceeds 


(ii) the amount that is deemed by subsection 122.2(1) 
to be paid for the year by him or the individual re- 
ferred to in subparagraph (i), as the case may be, 


(b.1) 25% of;the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.4(3) to be‘paid for the year by him or, where he 
is the spouse and a qualified relation of an eligible 
individual for the year (within the meanings assigned 

* by subsection 122.4(1)), by that individual, as the 
case may be, if that amount were calculated by refer- 
ence to the information’ provided in the prescribed 
‘form filed for the year pursuant to. subsection 
122.4(3) , pos 


exceeds 


(ii) the amount that is deemed by subsection 122.4(3) 
to be paid for the year by him or the eligible individ- 
ual of whom he is the spouse, as the case may be, 
(c) 25% of the amount, if any, by which 
(i) the amount that would be deemed by subsection 
127.1(1) to be paid for the year by him if that amount 
were calculated by reference to the information pro- 
vided in the return filed for the year ii ae to that 
subsection 
exceeds 


(ii) the amount that is deemed by subsection 127. 1(1) 
__ to be paid for the year by him, and 
(d) 25% of the amount, if any, by which 
‘ (i) the amount that would be deemed by subsection 
127.2(2) to be paid for the year by him if that amount 
--were calculated by reference to the information pro- 
vided in the return filed for the year pursuant to that 
subsection 
exceeds 


(ii) the amount that is deemed by subsection 127.2(2) 
to be paid for the year by him. 
Para. 163(2)(b.1) added by 1986, c. 55, subsec, 64(1), alain to 
1986 et seq. 


Para. 163(2)(b) substituted, (c), (d) added by 1984, .c. 1, subsec. 
87(1), applicable to 1983 et seg. Para. (b) formerly read: * 


(b) 25% of the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.2(1) to be paid for the year by him or his spouse, as 
the case may be, if that amount were calculated by refer- 
ence to. the information provided in the form 


exceeds 


(ii) the amount that is deemed by subsection 122.2(1) 'to 
be paid for the year by him or his spouse, as the case may 
be. 


Para. 163(2)(a) substituted by 1980-81-82-83, c. 48, subsec. 90(2), 
applicable to 1980 et seq. Para. (a) formerly read: 


(a). 25% of the amount, if any, by which 


(i) the tax for the year that would be payable by him 
under this Act if his taxable income for the year were 
computed by adding to the taxable income reported by 
him in his return for the year that portion of his under- 
statement of income for the year that is reasonably attrib- 
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utable to the false statement or omission 
exceeds 


(ii) the tax for the year that would have been payable by 
him under this Act had his tax payable for the year been 
assessed on the basis of the information provided in his 
return for the year, and 


Subsec. 163(2) substituted by 1978-79, c. 5, s. 7. Subsec. (2) for- 
merly read: 


(2) Statements or omissions in return — Every person 
who, knowingly, or under circumstances amounting to gross 
negligence in the carrying out of any duty or obligation im- 
posed by or under this Act, has made, or has participated in, 
assented to or acquiesced: in the making of, a statement or 
omission (in this section referred to as a “false statement”) in 
a return, certificate, statement or answer (in this section re- 
ferred to as. a “return’’) filed or made in respect of a taxation 
year as required by or under this Act or a regulation, is liable 
to a penalty of 25% of the amount, if any, by which 


(a) the tax for the year that would be payable by him 
under this Act if his taxable income for the year were 
computed by adding to the taxable income reported by 
him in his return for the year that portion of his under- 
statement of income for the year that is reasonably attrib- 
utable to the false statement 


exceeds 


(b) the tax for the year that would have been payable by 

him.under this Act had his tax payable for the year been 

assessed on the basis of the information provided in his 
_return for the year, 


Subsec. 163(2) substituted by 1977-78, c. 1, s. 77, applicable after 
March 31, 1977. Subsec. (2) formerly read: 


(2) Every person who, knowingly, or under circumstances 
amounting to gross negligence in the carrying out of any duty 
or obligation imposed by or under this Act, has made, or has 
participated in, assented to or acquiesced in the making of, a 
statement or omission in a return, certificate, statement or an- 
swer filed or made as required by or under this Act or a regu- 
lation, as a result of which the tax that would have been paya- 
ble by him for a taxation year if the tax had been assessed on 
the basis of the information provided in the return, certificate, 
statement or answer is less than the tax payable by him for 
the year, is liable to a penalty of 25% of the amount by which 
the tax that would-so have been payable is less than the tax 
payable by him for the year. 


Selected Cases [subsec. 163(2)]: Skukan v. Canada, [1997] 1 
C.T.C. 2228 (TCC) (Minister must have more than hearsay evi- 
dence to impose penalties); Wiese v. Canada, [1995] 2 C.T.C. 2246 
(TCC) (Persistent failure to comply with statutory duty to report in- 
come sufficient to justify penalty); Hudson Bay Mining & Smelting 
Co. v. Canada, [1989] 2 C.T.C. 309 (FCA) leave to appeal to SCC 
refused; (sub nom. Hudson Bay Mining & Smelting Co. v. MNR) 
(1990), 106 NR 16 (note) (Company making non-refundable “gift” 
after sale transaction; amount paid held to be part of sale transac- 
tion); The Queen v. Sharma, [1987] 2 C.T.C. 253 (Ont. SC) (Civil 
penalty upon tax evasion not criminal guilt under Charter); De 
Graaf v. The Queen, [1985] 1. C.T.C. 374 (FCTD) (Penalties im- 
posed, on sole operator of business); Venne v.. The Queen, [1984] 
C.T.C. 223 (FCTD) (Penalties quashed when taxpayer relied com- 
pletely on bookkeeper); The Queen v. Columbia Enterprises Ltd., 
[1983] C.T.C. 204 (FCA) (Penalty levied when intent and conduct 
of accountant attributed to taxpayer); May v. The Queen, [1982] 
C.T.C. 66 (FCTD) (Penalty levied for failing to report profit on in- 
come account); The Queen v. Whittle, 79 DTC 5011 (B.C. SC) (As- 
sessment of penalty is administrative and civil matter; writ of prohi- 
bition denied); Cloutier v. The Queen, [1978] C.T.C. 702 (FCTD) 
(Penalty for gross negligence upheld against taxpayer failing to in- 
clude advances from controlled corporation); Beech v. The Queen, 
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[1977] C.T.C. 361 (FCTD) (Penalty upheld against taxpayer not 
providing accountants with sufficient information); Danalan Invest- 
ments Ltd. v. MNR, [1973] C.T.C. 251 (FCTD) (Penalties imposed 
on taxpayer not revealing relationships with associated companies); 
MNR v. Weeks, [1972] C.T.C. 60 (FCTD) (No false statement where 
taxpayer relied on accountant’s error); MNR v. Panko, [1971] 
C.T.C. 467 (SCC) (Penalties imposed after taxpayer convicted for 
same offences); Udell v. MNR, [1969] C.T.C. 704 (Exch) (Taxpayer 
not liable for penalty upon errors due to gross negligence of 
accountant). 


Interpretation Bulletins: IT-256R: Gains from theft, defalcation 
or embezzlement. 


Information Circulars: 73-10R3: Tax evasion. 


Application Policies: SR&ED..96-05: Penalties under subsec. 
163(2). = 


(2.1) Interpretation — For the purposes of subsec- 
tion (2), the taxable income reported by a person in 
the person’s return for a taxation year shall be 
deemed not to be less than nil and the “understate- 
ment of income” for a year of a person means the 
total of 


(a) the amount, if any, by, which 


(i) the total of all amounts that were not re- 
ported by the person in the person’s return and 
that were required to be included in comput- 
ing the person’s income for the year 


exceeds 


(ii) the total of such of the amounts deductible 
by the person in computing the person’s in- 
come for the year under the provisions of this 
Act as were wholly applicable to the amounts 
referred to in subparagraph (i) and were not 
deducted by the person in computing the per- 
son’s income for the year reported by the per- 
son in the person’s return, 


(b) the amount, if any, by which 


(i) the total of all amounts deducted by the 
person in computing the person’s income for 
the year reported by the person in the person’s 
retum 


exceeds 


(i1) the total of such of the amounts referred to 
in subparagraph (i) as were deductible by the 
person in computing the person’s income for 
the year in accordance with the provisions of 
this Act, and 
(c) the amount, if any, by which 

(i) the total of all amounts deducted by the 
person (otherwise than by virtue of section 
111) from the person’s income for the purpose 
of computing the person’s taxable income for 
the year reported by the person in the person’s 
return 


exceeds 


(ii) the total of all amounts deductible by the 
person (otherwise than by virtue of section 
111) from the person’s income for the purpose 
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of computing the person’s taxable income for — 
the year in accordance with the provisions of | 


this Act. 


Related Provisions: 163(3) — Burden of proof; 163(4) —_— Buffs 
of carryback of losses etc. 


Pre-RSC History: All that portion of subsec. 163(2.1) preceding | 


para. (a) amended by 1985, c. 45, s. 92, to substitute “and the ‘un- 
derstatement of income’ for a year of a person”. for “and the ‘under- 
statement of income for a year” of a person”. 


Paras. 163(2. 1)(a), (b) substituted by 1977-78, c. pee s. 40, applica- 
ble in respect of statements or omissions made after = 10, 1978. 
Paras. 163(2.1)(a), (b) formerly read: 


(a) the amount, if any, by which the aggregate of 
eeresa 
(i) the amount of his gross revenue for the year not re- 
ported by him in his return, and?’ 


(ii) each amount not reported by him in his return that 
was required to be included in computing his income for 
the year by virtue of subparagraph 40(1)(a)(@a), paragraph 
12(1)(d) or (e) or subsection 59(2) or (2.1) 

exceeds 

_ (ili) the: aggregate of the amounts deductible by him. for 

the purpose of computing his income for the year under 
the provisions of this Act (other than by virtue of para- 
graph 20(1)(a) or (b) or section 28) that were wholly. at- 
tributable.to the amounts referred to in subparagraph. (i) 
or (ii) and were not, deducted by him in computing his 
income for the year reported by him in his return, 

(b) the amount, if any, by which 
(i) the aggregate of amounts deducted by him in.comput- 
ing his income for the year reported by him in his return 

exceeds- 


(ii) the aggregate of amounts deductible by him in his re- 
turn in computing his income for the year in accordance 
with the provisions of this Act, and . 


Subsec.’ 163(2.1). added by 1977-78, c. 1, s. 77, th gee after 
March 31, 1977. 


(2.2) False statement or omission — Every per- 
son who, knowingly or under circumstances amount- 
ing to gross negligence, has made or has participated 
in, assented to or acquiesced in the making of, a false 
statement or omission in a renunciation that was to 
have been effective as of a particular date:and that is 
purported to have been made under any of subsec- 
tions 66(10) to. (10.3), (12.6),.(12.601) and (12:62), 
otherwise than because of the application of subsec- 
tion 66(12.66), is liable to a penalty of 25% of the 
amount, if any, by. which 
(a) the amount set out in the renunciation in re- 
spect of Canadian exploration expenses, Cana- 
dian development expenses or Canadian oil and 
gas property expenses 
exceeds 


(b) the amount in respect of Canadian exploration 
expenses, Canadian development expenses or Ca- 
nadian oil and gas property expenses, as the case 
may be, that, the, corporation was entitled under 
the applicable subsection to renounce as of that 
particular date. i 


Related Provisions: 163(2.21) — Penalty elas to 66(12.66); 
163(3) — Burden of proof. See also Related provisions and Defini- 


S. 163(2.22) 


tions .at-end of s. 163. 


History: The opening words of subsec. 163(2.2) arcane “i 1997, 
ec. 25, subsec: 52(1), applicable to. acts and omissions that occur.af- 
ter April 25, 1997 except that, in connection with purported renun- 
ciations made before 1999, the expression “(12.601) and ( 12. 62)” in 
subsec. (2.2) shall be read as “(12.601), (12.62) and (12. 64)”. The 
opening words formerly read: 


(2.2) Every person who, knowingly or under circumstances 
amounting to gross negligence; has made or has participated 
in, assented to.or acquiesced in the making of, a false state- 
ment or omission in any renunciation that is effective as of a 
particular date and that is made under any of subsections 
66(10) to (10.3), (12.6), (12.601), (12.62) and (12.64) is liable 
to a penalty of 25%, of the amount, if any, by which 


The opening words of subsec.:163(2.2) amended by 1994, c. 8, sub- 
sec. 26(2), applicable from May 12, 1994, They formerly read: 


(2.2) Every person who, knowingly or under circumstances 
amounting to gross negligence, has made or has participated 
‘in, assented to or acquiesced in the making of, a false state- 
ment or omission in any renunciation that is effective as of a 
particular date and that is made under any -of subsections 
66(10) to (10.3), (12.6), (12.62) and (12.64) is liable to a pen- 
‘alty of 25% of the amount, if any, by which 


Pre-RSC History: Subsec. 163(2.2) added by 1986, c. 55, subsec. 
64(2). 


(2.21) False statement or omissions with 
respect to look-back rule — A person is liable to 
the penalty determined under subsection ,(2.22) 
where the person, 


(a) knowingly or under circumstances daapiaiing 
to gross negligence has made or has. participated 
in, assented to or acquiesced in the making of, a 
false statement or omission in a document re- 
quired to be filed under subsection 66(12.73) in 
respect of a renunciation purported to have been 
made because of the application of subsection 
66(12.66); or 


(b) fails to file the document on or foe the day 
that is 24 months after the day on or r betore which 
it was required to be filed. 


History: Subsec. 163(2.21) added by 1997,.c. 25, subsec. 52(2), 
applicable April 25, 1997. 


(2.22) Penalty — For the purpose of subsection 
(2.21), the penalty to which a person is liable in re- 
spect of a document required to be filed under sub- 
section 66(12.73) is equal to 25% of the amount, if 
any, by which 
(a) the portion of the excess referred to in subsec- 
tion 66(12.73) in respect of the document that 
was known or that ought to have been known by 
the person 


exceeds | 
(b) where paragraph (2.21)(b) does not apply, the 
portion of the excess identified in the document, 
and 
(c) in any other case, nil. 

Related Provisions: .162(7) — Additional penalty. 


History: Subsec. 163(2.22) added by 1997, c. 25, subsec. 52(2), 
applicable April 25, 1997. 
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(2.3) Idem — Every person who, knowingly or 
under circumstances amounting to gross negligence, 
makes or participates in, assents to or acquiesces in 
the making of, a false statement or omission in a pre- 
scribed form required to be filed under subsection 
66(12.691) or (12.701) is liable to.a penalty of 25% 
of the amount, if any, by which 


(a) the assistance required to be reported in re- 
spect of a person or partnership in the prescribed 
form 


exceeds 


(b) the assistance reported in the prescribed form 
in respect of the person or partnership. 
Related Provisions: See Related provisions and Definitions at 
end of s. 163. 


History: Subsec. 163(2.3) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 135(1). 


(2.4) False statement or omission — Every per- 
son or partnership who, knowingly or under circum- 
stances amounting to gross negligence, makes or 
participates in, assents to or acquiesces in, the mak- 
ing of a false statement or omission in a return is lia- 
ble to a:penalty of 


(a) where the return is required to be filed under 
section 233.1, $24,000; 


(b) where the return is required to be filed under 
section 233.2, the greater of 


(i) $24,000, and 


(ii) 5% of the total.of all amounts each of 
which is the fair market value of property 
transferred or loaned (determined as of the 
time of the transfer or loan) because of which 
there would, if no other transfer or loan were 
taken into account, be an obligation to file the 
return; 


(c) where the return is required to be filed under 
section 233.3 for a taxation year or fiscal period, 
the greater of 


(i) $24,000, and 


(ii) 5% of the greatest of all amounts each of 
which is the total of the cost amounts to the 
person or partnership at any time in the year 
or period of a specified foreign property (as 
defined by subsection 233.3(1)(a)) of the per- 
son or partnership in respect of which the 
false statement or omission is made; 


(d) where the return is required to be filed under 
section 233.4 for a taxation year or fiscal period, 
the greater of 


(i) $24,000, and 


(ii) 5% of the greatest of all amounts each of 
which is the total of the cost amounts to the 


person or partnership at any time in the year | 


or period of a property of the person or part- 
nership that is a share of the capital stock or 
indebtedness of the foreign affiliate in respect 
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of which the return is being filed; and 


(e) where the return is required to be filed under 
section 233.6 for a taxation year or fiscal period, 
the greater of | 


(i) $2,500, and 
(ti) 5% of the total of 


(A) all amounts each of which is the fair 
market value of a property that is distrib- 
uted to the person or partnership in the 
year or period by the trust and in respect of 
which the false statement or omission is 
made, and 


(B) all amounts each of which is the great- 
est unpaid principal amount of a debt that 
is Owing to the trust by the person or part- 
nership in the year or period and in respect 
of which the false statement or omission is 
made. 
Related Provisions: 162(10), (10.1) — Penalty for failure to file 
return; 163(2.5) — Shares or debt owned by controlled foreign affil- 
iate; 163(2.6), (2.7) — Application to partnerships; 163(2.9) — 
Where partnership liable to penalty; 163(2.91) — Application to 
non-resident trusts; 233.5 — Due diligence defence to penalty. 


History: Subsec. 163(2.4) added by 1997, c. 25 subsec. 52(3), ap- 
plicable to returns required to be filed on or before a day that is after 
April 29, 1998. 


(2.5) Shares or debt owned by controlled 
foreign affiliate — For the purpose of paragraph 
(2.4)(d), 


(a) shares or indebtedness owned by a controlled 
foreign affiliate of a person or partnership are 
deemed to be owned by the person or partnership; 
and 


(b) the cost amount at any time of such shares or 
indebtedness to the person or partnership. is 
deemed to be equal to 20% of the cost amount at 
that time to the controlled foreign affiliate of the 
_ shares or indebtedness. 
Related Provisions: 163(2.6)— Application to partnerships; 
163(2:91) — Application to non-resident trusts, 
History: Subsec. 163(2.5) added by 1997, c. 25 subsec. 52(3); ap- 


plicable to returns required to:be filed on or before a day that is after 
April 29, 1998. 


(2.6) Application to partnerships — For the 
purposes of paragraph (2.4)(d) and subsection (2.5), 
in determining whether a non-resident corporation or 
trust is a foreign affiliate or.a controlled foreign af- 
filiate of a partnership 


(a) the definitions “direct equity percentage” and 
“equity percentage” in subsection 95(4) shall be 
read as if a partnership were a person; and 


(b) the definitions “controlled foreign: affiliate” 
and “foreign affiliate” in subsection 95(1) shall 
be read as if a partnership were a taxpayer resi- 
dent in Canada. uy 


History: Subsec. /163(2.6) added by 1997, c. 25 subsec.'52(3), ap- 
plicable to returns required to be filed on or before a day that is after 
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April 29, 1998. 


(2.7) Application to partnerships — For the 
purpose of subsection (2.4), each act or omission of 
a member of a partnership in respect of an informa- 
tion return required to be filed by the partnership 
under section 233.3, 233.4 or 233.6 is deemed to be 
an act or omission of a partnership" in respect of the 
return. 

Related Provisions: 163(2.8) — Tiers of partnerships. 


History: Subsec. 163(2.7) added by 1997, c. 25 subsec: 52(3), ap- 
plicable to returns required:to be filed on or before a day that is after 
April 29,. 1998. 


(2.8) Application to members of wartnet. 
ships — For the purposes of this’ subsection and 
subsection (2:7), a person who is a member of a part- 
nership that is a member’ of another partnership is 
deemed to be a member ‘of the other partnership. 
History: Subsec. 163(2.8) added by 1997, c. 25 subsec. 52(3), ap- 
plicable to returns required to be filed on or before a jap that is after 
April 29, 1998. 


(2.9) Where partnership liable to Be _ 
Where a partnership is liable to a penalty under sub- 
section (2.4), sections 152, 158 to 160.1, 161 and 
164 to 167 and Division J apply, with any ‘modifica- 
tions that the circumstances require, to the penalty as 
if the partnership were a corporation. — 

History: Subsec. 163(2.9) added by 1997, c. 25 subsec. 52(3), ap- 


plicable to returns required to be filed on or before a day that is after 
April 29, 1998. 


(2.91) Application to non- -resident trusts — 


For the purposes of this subsection, paragraph 
(2.4)(d) and subsection (2.5), 


(a) a non-resident trust is deemed to be a con- 
trolled foreign affiliate of each beneficiary of 
which the trust is a controlled foreign affiliate for 
the purpose of section 233.4; 


(b) the trust is deemed to be a non- -resident corpo- 
ration having a capital stock of a single class di- 
vided into 100 issued shares; 


(c) each beneficiary under the trust is deemed to 
own at any time the number of the issued shares 
of the corporation that is equal to the proportion 
of 100 that 


(i) the fair market value at that time of the | 


beneficiary’s Saget interest in the trust 
is of 


(ii) the fair market value at that time of all 
beneficial interests in the trust; and 


(d) the cost amount to a beneficiary at any time of 
a share of the corporation is deemed to be equal 
to the amount determined by the formula 


A 
B 
where 


Ais the fair market value at that time of the ben- 
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eficiary’s beneficial interest in the trust, and 


B_is the number of shares deemed under para- 
graph (c) to be owned at that. time by the ben- 
eficiary in respect.of the corporation, 

History: Subsec. 163(2.91) added by 1997, c. 25 subsec.,52(3), ap- 


plicable to returns required to be filed on or before. a day. that is after 
April 29, 1998. 


(3) Burden of proof in respect of penalties — 
Where, in any appeal under this Act, any penalty as- 
sessed by the Minister under this section is in issue, 
the burden of establishing the facts justifying the as- 
sessment of the penalty is on the Minister. 


Related Provisions: 15.1(5)— Small business development 
bond — penalties; 15.2(5) — Small business bond — penalties, 


Selected Cases [Subsec. 163(3)]: Dick v. MNR, [1991] 2 
C.T.C. 2034 (TCC); appealed to FCTD (Aug. 30, 1991), File T- 
2251-91 (Since Minister failed to show fraud or misrepresentation 
reassessments' for two taxation years statute-barred); Levy v. MNR; 
[1989] 2 C.T.C. 151: (FCTD) (Penalties reduced in proportion to re- 
duction of taxpayer’s. income under, net*worth assessments); The 
Queen v. Taylor, {1984].C.T.C. 436 (FCTD) (Burden. of ‘proof: in 
appeal from assessment and in appeal of penalty remains with tax- 
payer and Crown respectively); Decore. v. The Queen, [1974] 
C.T.C. 791 (FCA) (Penalty denied when accountant of taxpayer not 
grossly negligent). _ 


(4) Effect of carryback of losses etc. — In de- 
termining under subsection (2.1) the understatement 
of income for a taxation year of a person, the follow- 
ing amounts shall be deemed not to be.deductible or 
excludable in computing the person’s income for the 
year: | 
(a) any amount that may be deducted. under sec- 
tion 41 in respect of the person’s listed-personal- 
property loss for a subsequent taxation year; 


(b). any amount that may be excluded. from. the 
person’s income because of section 49 in respect 
of the exercise of any option in a subsequent tax- 
ation year; and 
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(c) any amount that may be deducted in comput- 
ing the person’s income for the year because of 
an election made under paragraph 164(6)(c) or 
(d) in a subsequent taxation year by the person’s 
legal representative. 


History: Subsec. 163(4) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 135(2), applicable to amounts referred to in the subsec. in 
respect of subsequent taxation years ending after July 13, 1990. 


Related Provisions [s. 163]: 18(1)(t) — Penalty is non-deducti- 
ble; 161(11) — Interest on penalty; 180.1(4), 181.7, 183(3), 
183.2(2), 187(3), 187.6, 189(8), 190.21, 191.4(2), 193(8), 195(8), 
196(4), 202(3), 204.3(2), 204.7(3), 204.87, 204.93, 207(3), 
207.2(3), 207.4(2), 207.7(4), 208(4), 209(5), 210.2(7), 211.5, 
211.6(5), 219(3), 227(10.01), 227(10.1)(c), 211.91(3) — Provisions 
of s. 163 apply for purposes of Parts 1.2, 1.3, I, IV, IV.1, V, VI, 
V1.1, VIL, VU, IX, X, X.1, X.2, X.3, X.4, XI, XL1, X1.2, X13, XI, 
XII.1, XIL.2, XII.3, XII.4, XII.5, XII.6 and XIV respectively; 
220(3.1) — Waiver of penalty; 239(3) — Penalty assessment can- 
not be issued after charge laid if person convicted. 


Selected Cases [s. 163]: Pompa v. Canada, [1995] 1 C.T.C. 466 
(FCA) (Judge cannot use facts from another proceeding where those 
facts not entered in evidence in case to be decided). 


Definitions [s. 163]: “amount”, “assessment” — 248(1); “Cana- 
dian development expense” — 66.2(5), 248(1); “Canadian explora- 
tion expense” — 66.1(6), 248(1); “Canadian oil and gas property 
expense” — 66.4(5), 248(1); “child” — 252(1); “controlled foreign 
affiliate” —95(1), 163(2.91)(a), 248(1);. “corporation” — 
163(2.91)(b), 248(1), Interpretation Act 35(1); “fiscal period” — 
248(1), 249.1; “individual”, “Minister” — 248(1); “net capital 
loss”, “non-capital loss” — 111(8), 248(1); “owned” — 163(2.5); 


“person”, “prescribed”, “property” —248(1); “restricted farm 


loss” — 31, 248(1); “spouse” — 252(4)(a); “tax payable” — 
248(2); “taxable income” — 2(2), 248(1); “taxation year” — 249; 
“trust” — 104(1), 248(1), (3). 


Information Circulars [s. 163]: 73-10R3: Tax evasion. 


163.1 Penalty for late or deficient instal- 
ments — Every person who fails to pay all or any 
part of an instalment of tax for a taxation year on or 
before the day on or before which the instalment is 
required by this Part to be paid is liable to a penalty 
equal to 50% of the amount, if any, by which 


(a) the interest payable by the person under sec- 
tion 161 in respect of all instalments for the year 


exceeds the greater of 
(b) $1,000, and - 


(c) 25% of the interest that would have been pay- 
able by the person under section 161 in respect of 
_all instalments for the year if no instalment had 
been made for that year. 
Related Provisions: 18(1)(t)— Penalty is non-deductible; 
161(4) — Interest — limitation — farmers and fishermen; 
161(4.01) — Limitation — other individuals; 161(4.1) — Limita- 
tion — corporations; 161(7) — Effect of carryback of loss, etc.; 
161(11) — Interest on penalties; 211.5(2) — Interest on instalments 
of Part XII.3 tax. See also Related provisions at end of s. 163. 


Pre-RSC History: S. 163.1 added by 1988, c. 55, s. 143, applica- 
ble with respect to instalments of tax payable for taxation years 
commencing after June 1989. 
Definitions [s. 163.1]: “amount” — 248(1); “instalment” — 
155-157; “person” — 248(1); “taxation year” — 249. 
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Information Circulars: 81-11R3: Corporate instalments: 92-2: 
Guidelines for the cancellation and waiver of interest and penalties, 


Refunds 


164. (1) Refunds — If the return of a taxpayer’s in- 

come, for a taxation year has. been. made within 3 
years from the end of the year, the Minister 

(a) may, 

(i) before mailing the notice of assessment for 

the year, where the taxpayer is a qualifying 

corporation (within the meaning assigned by 

subsection 127.1(2)) and claims in the tax- 

payer’s return of income under this Part for 

the year to have paid an amount on account of 

the taxpayer’s tax under this Part for the year 

by reason of subsection 127.1(1) in respect of 

the taxpayer’s refundable investment tax 

credit for the year (within the meaning as- 

signed by subsection 127.1(2)), refund with- 

_ out application therefor, all or any part of any 

amount claimed in the return as an overpay- 

ment for the year, not exceeding the amount 

by which the total determined under subpara- 

graph (a)(vi) of the definition “refundable in- 

vestment tax credit” in subsection 127.1(2) in 

respect of the taxpayer for the year exceeds 

the’ total determined under subparagraph 

(a)(vii) of that definition in respect of the tax- 

payer for the year, and 
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(ii) .on or after mailing the notice of. assess- 
ment for the year, refund without application 
therefor, any overpayment for the year, to the 
extent that the overpayment was not refunded 
pursuant to subparagraph (i); and | . 


(b) shall, with all due dispatch, make the refund 
referred to in subparagraph (a)(ii). after mailing 
the notice of assessment if: application. therefor 
has been made in writing by the taxpayer within 
the period determined under paragraph 152(4)(b) 
or (c), as the case may be, within: which: the: Min- 
ister may reassess tax payable by the taxpayer for 
the year. 


Related Provisions: 144(9) — Employees profit'sharing plans — 
refunds; 160.1 — Where excess refunded; 164(2.2) — Child Tax 
Benefit form deemed to be a return of income;-164(3) — Interest on 
refunds; 220(6) — Assignment of corporation’s tax refund; Tax Re- 
bate Discounting-Act — Assignment, of personal income tax refund 
to tax return preparer. 


Pre-RSC History: Para. 164(1)(b) substituted by 1990, c.339! 
subsec. 43(1), applicable after. April 27, 1989. Para. 164(1)(b) for- 
merly read: 


(b) shall, with.all due dispatch, make Beh a refund referred to 
in subparagraph (a)(ii) after mailing the notice of assessment 
if application therefor has been made in writing by the tax- 
payer within 
(i) the 6 year period referred to in paragraph 152(4)(b), 
where that paragraph applies, and 


(ii) the 3 year period referred to in pa steen 152(4)(c), 
in any other case. 


Subsec. 164(1) substituted by 1988, c. 55, subsec, Me, pies 
164(1) formerly read: 


164. (1) Refund — If the return of a taxpayer’s income for a 
taxation year has been made within 3 years from the end of _ 


S.164(1.1)(d)(ii) 


_ the year,. the Minister: 


(a),.may, on or Bick mailing the notice Af assessment for 
the year, refund without application. therefor, any over- 
payment for the year; and 


(b) shall, with all due dispatch, make such a refund after 
mailing the notice of assessment if application therefor 
Das been made in writing by the taxpayer within 


(i) the 6 year period referred to. in paragraph ib 
152(4)(o), where that paragraph applies, and 


(ii) the 3 year period referred to in paragraph . 
152(4)(c), in any other case, 


Paréy 164(1)(a) amended by 1985, c.'45, subsec. 93(1), to substitute 
“any OVETEA vent for the year” for “any ee made on-ac- 
count of the tax”. 


Subsec. 164(1), substituted by 1984, re 45, -subsec. .. 61(1), to substi= 
tute “3” for “4” in that portion preceding, para. (a). and) in subpara. 
(b)(ii) and to substitute “6” for.“7” in: subpara. (b)(i), applicable 
with respect to refunds for 1983 et seq. 


Para. 164(1)(b) substituted=by, 1984; c.. 1,.subsec. 88(1), eppligahle 
after April 19, 1983. Para. 164(1)(b) formerly read: 


(b), shall make such. a refund after mailing the notice of as- 
sessment if application therefor has been made in writing by 
the taxpayer within 4 years from the end of the year. 


Para. 164(1)(a) substituted by, 1978-79, c: y 5 8, applicable to 1978 
et seq., to substitute “on or after” for “upon”. 

Selected Cases [subsec.'164(1)]: Interprovincial: Steel and 
Pipe Corp. Ltd. v; The Queen, [1986] 2 C.T.C. 473 (FCA) (Minis- 
ter’s power. of assessment cannot be used to Sa tech interest previ- 
ously over-refunded). . 


Information Circulars: 75-7R3: Reassessment a a return of in- 
come; CAIXIC, 92-3: Guidelines. for refunds beyond the. normal 
three-year period, 


(1.1) Repayment on opiectiors and ap- 
peals — Subject to subse Hon (1. 2), where a tax- 
payer 
(a) has under section 165 served a notice of ob- 
jection to an assessment and the Minister has not 
within 120 days after the day of service con- 
firmed or varied the assessment or made a reas- 
sessment in respect thereof, or 


(b) has appealed from an assessment to the Tax 
Court of Canada, 


and has applied i in writing to the Minister for a pay- 
ment’ or‘ surrender of security, the Minister ‘shall, 
where no authorization has been granted under ‘sub- 
section 225.2(2) in respect of the amount assessed, 
with all due dispatch repay all amounts paid on -ac- 
count of that amount or surrender ‘security’ accepted 
therefor to the extent that 


(c) the lesser of - 


(i). the total .of the amounts so Snsid and the 
value of.the security, and 


(ii) the amount so assessed 
exceeds 
(d) the total of 


(1) the amount, if any, so assessed that is not 
in controversy, and 


(ii) where. the taxpayer is a large corporation 
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(within the meaning assigned by subsection 
225.1(8)), % of the amount so assessed that is 
in controversy. 
Related Provisions: 164(1.6) — 164(1.1) does not apply to se- 
curity under s. 116; 225.1(7) — Limitation on collection restric- 
tions — large corporations. 
History: Para. 164(1.1)(d) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 97(1), applicable after June 10, 1993, except that, 
where a taxpayer has served a notice of objection under the Act 
with respect to a notice of assessment of tax, interest or penalties 
under the Act mailed before 1992, the reference in Subpara. (ii) to 
“2” shall, in application before 1994 with respect to that notice of 
objection, be read as ““/s”. Para. (d) formerly read: 


(d) the amount, if any, so assessed that is not in controversy. 


Pre-RSC History: Para. 164(1.1)(b) amended by 1988, c. 61, 
subsec. 45(1), to delete “or to the Federal Court-Trial Division, oth- 
erwise than pursuant to subsection 172(1)” from the end, in force 
January 1, 1991. 


Subsec. 164(1.1) amended by 1988; c. 55, subsec. 144(2). Subsec. 
(1.1) formerly read: 


(1.1) Repayments on objections and appeals — Subject 
to subsection (1.2), where a taxpayer 
(a) has under section 165 served a notice of objection to 
an assessment and the Minister has not within 120 days 
after the day of service confirmed or varied the assess- 
ment or made a reassessment in respect thereof, or 


(b) has appealed from an assessment to the Tax Court of 
Canada or to the Federal Court — Trial Division, other- 
wise than pursuant to subsection 172(1), 


and has applied in writing to the Minister for a payment or 
surrender of security, the Minister shall with all due dispatch 
repay all amounts paid on account of the amount assessed or 
surrender security accepted therefor to the extent that 


(c) the lesser of 


(i) the aggregate of the amounts so paid and the 
value of the security, and 


(ii) the amount so assessed 
exceeds 


(d) the amount, if any, so assessed that is not in 
controversy. 


(1.2) Collection in jeopardy — Notwithstanding 
subsection (1.1), where, on application by the Minis- 
ter made within 45 days after the receipt by the Min- 
ister of a written request.by a taxpayer for repayment 
of an amount or surrender of a security, a judge. is 
satisfied that there are reasonable grounds to believe 
that the collection of all or any part of an amount 
assessed in respect of the taxpayer would be jeopard- 
ized by the repayment of the amount or the surrender 
of the security to the taxpayer under that subsection, 
the judge shall order that the repayment of the 
amount or a part thereof not be made or that the se- 
curity or part thereof not be surrendered or make 
such other order as the judge considers reasonable in 
the circumstances. 


Related Provisions: 225.2(2) — Lifting of collection restrictions 
where collection of tax in jeopardy. 


(1.3) Notice of application — The Minister shall 
give 6 clear days notice of an application under sub- 
section (1.2) to the taxpayer in respect of whom the 
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application is made. 


Related Provisions: Interpretation Act 27(1) — Calculation of 
“clear days”. 


(1.31) Application of subsecs. 225.2(4), (10), 
(12) and (13) — Where an application under sub- 
section (1.2) is made by the Minister, subsections 
225.2(4), (10), (12) and (13) are applicable in respect 
of the application with such modifications as the cir- 
cumstances require. 

Pre-RSC History: Subsecs. 164(1.2) and (1.3) substituted and 


subsec. (1.31) added by 1988, c. 55, subsec. 144(2). Subsecs. (1.2) 
and (1.3) formerly read: 


(1.2) Collection in jeopardy — Where it may reasonably be 
considered that collection of all or any part of an amount as- 
sessed in respect of a taxpayer would be jeopardized by a re- 
payment of an amount or surrender of security to the taxpayer 
under subsection (1.1), the Minister may direct that the repay- 
ment of the amount or a part thereof not be made or that the 
security or part thereof not be surrendered and shall give no- 
tice of the direction to the taxpayer by personal service or by 
registered letter addressed to the taxpayer at his latest known 
address. 


(1.3) Applications of subsections 225.2(2) to (8) — 
Where, pursuant to subsection (1.2), the Minister has given 
notice to the taxpayer of a direction, subsections 225.2(2) to 
(8) are applicable in respect of the direction with such modifi- 
cations as the circumstances require. 


Subsecs. 164(1.1)(1.3) added by 1985, c. 45, subsec. 93(2), appli- 
cable with respect to notices of objection served after 1984 and to 
appeals from assessments objected to after 1984. 


(1.4) Provincial refund — Where, at any time, a 
taxpayer is entitled to a refund or repayment on ac- 
count of taxes imposed by a province or as a result 
of a deduction in computing the taxes imposed by a 
province and the Government of Canada has agreed 
to make the refund or repayment on behalf of the 
province, the amount thereof shall be a liability of 
the Minister of National Revenue to the taxpayer. 

Pre-RSC History: Subsec. 164(1.4) added by 1987, c. 46, s. 55, 


applicable in respect of amounts refundable or repayable after De- 
cember 17, 1987. 


(1.5) [Late refund of overpayment] — Notwith- 
standing subsection (1), the Minister may, on or after 
mailing a notice of assessment for a taxation year, 
refund all or any portion of any overpayment of a 
taxpayer for the year 


(a) if the taxpayer is an individual (other than a 
trust) or a testamentary trust and the taxpayer’s 
return of income under this Part for the year was 
filed later than 3 years after the end of the year; 
or 


(b) where an assessment or a redetermination was 
made under subsection 152(4.2) or 220(3.1) or 
(3.4) in respect of the taxpayer. 
Related Provisions: 152(4.2) — Reassessment with taxpayer’s 
consent; 164(3.2) — Interest on refunds and repayments. 


History: Para. 164(1.5)(b) amended by 1994, ¢. 7, Sch. VIII (1993, 
c. 24), subsec. 97(2), to add reference to subsection 220(3.1), appli- 
cable to 1985 et seq. 


Subsec. 164(1.5) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
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136(1), applicable to refunds for 1985 et. seq. 


Information Circulars: 75-7R3: Reassessment. of a-return of in- 
come; 92-3; Guidelines for refunds beyond the normal_ three-year 
period. 


(1.6) Refund of Ul premium ai credit — Not- 
withstanding subsection (1), where an overpayment 
on account of a taxpayer’s liability under this. Part is 
deemed to have arisen under subsection 126.1(6) or 
(7), the Minister shall, with all.due dispatch, refund 
the amount of the oyenpaysnent: without applicaison 
for it. . 

Related Provisions: 164(3) — No interest.on refund: 


History: Subsec. 164(1.6) added by’ tea c. 8, subsec. 27(1), ap- 
plicable after 19929) 3% 


(1.7) Limitation of repayment on objections 
and appeals — Subsection (1.1) does not apply in 
respect of an amount paid or security furnished 
under section 116 by a non-resident person, 


History: Subsec. 164(1.7) added by 1994, .c. 8, subsec..164(1.7), 
applicable from: May 12, 1994. 


(2) Application to other Pree of | 


making a refund or repayment that might otherwise 
be made under this section, the Minister may, where 


the taxpayer is liable or about to become liable.to | 


make any payment to Her Majesty in right of Can- 
ada, apply the amount of the refund or repayment to 


that other liability and notify the taxpayer of: that | 


action. 


Related Provisions: 
164(2.2) — Application to refunds under s. 122.61; 164(3.2) — In- 
terest on refunds and repayments; 164(7) — Overpayment defined; 
165 — Objections to assessments; 169 — Appeals; 172 — Appeals; 
203 — Set-off of Part X refund; 224.1 —.Set-off of tax debt.against 
other amount owing by the Crown to the taxpayer; 227 — With- 
holding taxes. 


History: Subsec. 164(2) agenda by 1994, c. 7, Sch. II,(1991, c. 
49), subsec. 136(2), to substitute “to Her Majesty in right of Can- 
ada” for “under this Act’, and “other debts” for “other taxes” in the 
heading. 


Pre-RSC History: SABI: 164(2) substituted by 1984, c. 45, 
subsec.. 67(1), to substitute:“making a refund or repayment” for 
“making arefund” and “the amount of the refund or repayment” for 
“the amount of the overpayment”, applicable after February 15, 
1984. 


(2.1) Application respecting refunds under 
section 122.5 — Where an amount deemed under 
section 122.5. to be paid by an individual during a 
month specified. for,a.taxation year is, in accordance 
with subsection (2), applied to a liability of the:indi- 
vidual, for the purposes of that subsection, the 
amount shall, to the extent that it is so applied, be 
deemed to be paid on the latest of 

(a) the last day of the month, 

(b) where the month is the first month specified 

for a taxation year ending after 1989, the day that 

is the earlier of the day the amount is applied and 

the last day of the second month specified for the 
year, and 


(c) where the individual’s return of income for 


164(2.1)— Application of GST. credit; | 
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the year or the individual’s prescribed form for 
| the year referred to in subsection 122.5(3) is filed 
after. the day on-or before which. the return is re- 
quired to be filed, the day the amount is applied. 


Pre-RSC History: Subsec. 164(2.1) added by 1990,.c. 45, subsec. 


| 52(1),- applicable to..1989 et seq. 


(2.2) Application respecting refunds re 
section 122.61 — Subsection (2) does not apply to 
a refund to be made to a taxpayer and arising be- 
cause of section 122.61 except to the extent that the 
taxpayer’ s liability referred to in that subsection 
arose from the operation of paragraph 160. 1(1)(a) 
with respect to an amount refunded to the taxpayer 
in excess of the amount to which the taxpayer was 
éntitled because of section 122. 61. 


(2.3) [Child Tax Benefit] Form deemed to be’ a 
return of income — For the purpose of subsection 
(1), where a taxpayer files the form referred to in 
paragraph (b) of the definition “return of income” in 
section 122.6 for a taxation year, the form shall be 
deemed to be a return of the taxpayer’s income for 
that year and.a notice of assessment thereof shall be 
deemed to have. been mailed by the Minister. 

History: Subsecs. 164(2.2), (2.3) added by 1994, c. 7, Sch. VII 


(1992, c. 48), subsec. 18(1), applicable to overpayments arising af- 
ter 1992. 


(3) Interest on refunds and repayments — 
Where under this section an amount in respect of a 
taxation. year (other than an amount or portion 
thereof that can reasonably be considered to arise 
from the operation of section 122.5, 122.61 or 126.1) 
is refunded or repaid to a taxpayer or applied to an- 
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other liability of the taxpayer, the Minister shall pay 
or apply interest on it at the prescribed rate for the 
period beginning on the day that is the latest of 


(a) where the taxpayer is an individual, the day 
that is 45 days after the individual’s balance-due 
day for the year, 


(b) where the taxpayer is a corporation, the day 
that is 120 days after the end of the year, — 


(c) where the taxpayer is 


(i) a corporation, the day on which its return 
of income for the year was filed under section 
150, unless the return was filed on or before 
the corporation’s filing-due date for the year, 
and 


(ii) an individual, the day that is 45 days after 
the day on which the individual’s return of in- 
come for the year was filed under section 150, 


(d) in the case of a refund of an overpayment, the 
day the overpayment arose, and 


(e) in the case of a repayment of an amount in 
controversy, the day an overpayment equal to the 
amount of the repayment would have arisen if the 
total of all amounts payable on account of the 
taxpayer's liability under this Part for the year 
were the amount by which 


(i) the lesser of the total of all amounts paid 
on account of the taxpayer’s liability under 
this Part for the year and the total of all 
amounts assessed by the Minister as payable 
under this Part by the taxpayer for the year 


exceeds 
(ii) the amount repaid, 


and ending on the day the amount is refunded, repaid 
or applied, unless the amount of the interest so calcu- 
lated. is less than $1, in which event no interest shall 
be paid or applied under this subsection. 

Related Provisions: 12(1)(c) — Interest is taxable; 129(2.1) — 
Interest on dividend refund; 131(3.1), 132(2.1) — Interest on capital 
gains refund; 133(7.01) — Interest on allowable refund; 202(3), 
(4) — Application of certain provisions of Part I; 221.1 — Applica- 
tion of interest where legislation retroactive: 248(11) — Interest 
compounded daily. 

History: Paras. 164(3)(a), (c) amended by 1996, c 21, subsecs. 
44(1), (2), applicable to 1995 et seq. Paras. (a) and (c) formerly 
read: 


(a) where the taxpayer is an individual, the day that is 45 days 
after the day on or before which the taxpayer’s return of in- 
come under this Part for the year was required to be filed 
under section 150 or would have been required to be so filed 
if tax under this Part were payable by the taxpayer for the 
year, 


(c) the day or, where the taxpayer is an individual, the day 
that is 45 days after the day, on which the taxpayer’s return of 
income under this Part for the year was filed under section 
150, unless the return was filed on or before the day on or 
before which it was required to be filed, 


The opening words of 164(3) amended by 1994, c. 8, subsec. 27(2), 
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applicable after 1992. They formerly read: 


(3) Interest on refunds and repayments — Where under 
this section an amount in respect of a taxation year (other 
than an amount or portion thereof that can reasonably be con- 
sidered to arise because of section 122.5 or 122.61).is re- 
funded or repaid to a taxpayer or applied to another liability 
of the taxpayer, the Minister shall pay or apply interest 
thereon at the prescribed rate for the period beginning on the 
day that is the latest of 


Paras. 164(3)(a), (c) amended by 1994, c. 7, Sch. VIII (1993. c. 24), 
subsecs. 97(3), (4), applicable to returns of income filed after 1992. 
Paras. (a) and (c) formerly read: 


(a) where the taxpayer is an individual, the day on or before © 
which the taxpayer’s return of income under this Part for the 
year was required to be filed under section 150 or would have 
been required to be so filed if tax under this Part were paya- 
ble by the taxpayer for the year, j 


(c) the day on which the taxpayer’s return of income under 
this Part for the year was filed under section 150, unless the 
return was filed on or before the day on or before which it 
was required to be filed, or would have been required to be 
filed if tax under this. Part were payable by the taxpayer for 
the year, 


That portion of subsec. 164(3) preceding para. (a) amended to add 
reference to s. 122.61, by 1994, c. 7, Sch. VII (1992, c. 48), subsec. 
18(2), applicable to overpayments arising after 1992. 


Pre-RSC History: That portion of subsec. 164(3) preceding para. 
(a) substituted by 1990, c. 45, subsec. 52(2), applicable to 1989 et 
seq. That portion formerly read: 


(3) Interest on refunds and repayments — Where under 
this section an amount in respect of a taxation year is re- 
funded or repaid to a taxpayer or applied to another liability, 
the Minister shall pay or apply interest thereon at the pre- 
scribed rate for the period beginning on the day that is the 
latest of the following days: 


That portion of subsec. 164(3) preceding para. (a) amended by 
1986, c. 6, subsec. 90(1), to substitute “an amount in respect of a 
taxation year is refunded or repaid to a taxpayer” for “an amount 
paid on account of a taxpayer’s tax under this Part for a taxation 
year is refunded or repaid”, applicable as of January 1, 1987; except 
that interest is not payable under subsection (3) for any part of a 
period before that day on an amount refunded or repaid in respect of 
interest or a penalty paid by a taxpayer. 


Paras. 164(3)(d), (e) substituted by 1986, c. 6, subsec. 90(2), appli- 
cable as of January 1, 1987, with the exception noted above. Paras. 
164(3)(d), (e) formerly read: 


(d) in the case of a refund of an overpayment of tax, the day 
the overpayment arose, and 


(e) in the case of a repayment of tax in controversy, the day 
an Overpayment equal to the amount of the repayment would 
have arisen if the tax payable by the taxpayer under this Part 
for the year were the amount by which 


(i) the lesser of the amount paid on account of his tax 
payable under this Part for the year and the amount as- 

- sessed by the Minister as tax payable under this Part by 
the taxpayer for the year 


exceeds 
(ii) the amount repaid, 


Subsec. 164(3) substituted by 1985, c. 45, subsec. 93(4), applicable 
with respect to refunds and repayments made or applied after 1984, 
except that with respect to refunds or repayments of amounts paid 
by taxpayers in respect of taxes for the 1984 ora preceding taxation 
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year | 
(a) paragraph 164(3)(a)-s shall be read. without reference to ene 
words, “where the taxpayer is an individual”; 


(b) subsection 164(3) shall be read without reference. io ‘para- 
graph (b) thereof; and 


(c) paragraph 164(3)(c) shall be read without Baan to the 
words “unless the return was filed before the day on or before 
which it. was required to be filed, or would have been required 
to be filed if tax under this Part were payable by him for the 
year”. 

Subsec. 164(3) formerly read: 
(3) Interest on overpayments — Where an amount in re- _ 
spect of an overpayment for a taxation year is refunded, or 
applied under this section on other liability, interest at‘a pre- 
scribed rate per annum shall be-paid or applied thereon for the 
period beginning with the latest of 


(a) the day when the overpayment.arose, 


(b) the day on or before which the return oft income for 
the year was required to be filed or would have, been. re- 
quired to be filed if tax were payable for the year, and 


‘(c) the day when the return of i income for the year was 
actually filed, 


and ending with the day of refunding or application ‘aforesaid, 
unless the amount of the interest so calculated is less than $1) 
in which event no interest shall be paid or seo Abo under ‘this 
subsection. 


Subsec. 164(3) Sarkis by 1984, c. 1; mine 88(2), atiplivable 
with respect to interest paid or applied after April 19, 1983, Subsec. 
164(3). formerly :read: 


(3)- Interest. on overpayments — Where: an, amount. in re-. 
spect of an overpayment is refunded, or applied under this 
section on other liability, interest at a prescribed rate per an- 

~ num shall be paid or applied thereon for the period commenc- 
ing with the latest of. - AOS re 


(a) the day when the overpayment arose, 


(b) the day on or before which the return of the i income in 
respect of which the tax was pad was required to be 
filed, and - 


(c) the day when the return of income was actually filed, 


and ending with the day of refunding or application aforesaid, 
unless the amount of the interest so calculated is less than $1, 
in which event no interest shall be paid or apple under this 
subsection. 


Regulations: 4301(b) (prescribed rate of interest). 


1.T. Application Rules: 62(2) (subsec. 164(3) applies to interest 
payable in respect of any period after December 23, 1971). 


Information Circulars: 81-11R3: Corporate instalments. 


(3.1) Idem — Where at a particular time interest has 
been paid to, or applied to a liability of, a taxpayer 
under subsection (3) or (3.2) in respect of an over- 
payment and it is determined at a subsequent time 
that the actual overpayment was less than the over- 
payment in respect’ of which interest was paid or ap- 
plied, 9 


(a) the amount by which the interest that has been 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined 
at the subsequent time to be the actual overpay- 
ment shall be deemed to be an amount (in this 
subsection, referred.to.as “the amount payable’) 
that became payable.under this, Part by the tax- 
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payer at the particular time; 


(b) the taxpayer shall pay to the Receiver General 
_ interest at the prescribed rate on the amount paya- 
ble computed from that Ree time to the aay 
of payment; and 


(c).the Minister may at any time assess the tax- 
payer in respect of the amount payable and, 
where ‘the Minister makes such an assessment, 
.the provisions of this Division are. applicable, 
with such modifications as the circumstances re- 
quire, in respect of the assessment as though it 
had been made under section 152. 
Related Provisions: 20(1)(11) — Deduction on repayment of in- 


terest; 221.1 — Application of interest where legislation retroactive; 
248(11) — Interest compounded daily. 


History: That portion of subsec. 164(3. 1) freredian para. (a) 
amended by 1994, c. 7, Sch. Tl (1991, c. 49), subsec. 136(3), to sub- 
stitute “under subsection (3) or (3.2)” for “pursuant to subsection 
(3); applicable to refunds for 1985 et: seq. 


Pre-RSC History: Para. 164(3.1)(b) ‘substituted by 1985, c. 45, 
subsec. 93(5). Para. 164(3.1)(b) formerly read: 


(b) the taxpayer shall pay interest, at the rate prescribed for 
the purposes of subsection 161(1), on the amount payable for 
the period beginning at the ‘particular time and ending on the 
date of payment, and 


Subsec. 164(3.1) added by 1984, c. 1, subsec. 88(2), applicable with 
respect to interest paid or applied after April 19, 1983. 


Regulations: 4301(a) (prescribed rate of interest). 


(3.2) Idem — Notwithstanding subsection (3), 
where the amount of-an overpayment of a taxpayer 
fora taxation year is determined because of an as- 
sessment made under subsection 152(4.2) or 
220(3.1) or (3:4) and an amount in respect thereof is 
refunded to, or’ applied to another liability of, the 
taxpayer under subsection (1.5) or (2), the Minister 
shall pay or apply interest thereon at the prescribed 
rate for the period beginning on the day the Minister 
received the application therefor, in a form satisfac- 
tory to the Minister, and ending on the day the 
amount is refunded or applied, unless the amount of 
the interest so calculated is less than-$1, in which 
case no interest shall be, paid or applied under this 
subsection. 


Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 248(11) — Interest compounded daily. 


History: Subsec. 164(3.2) amended by 1994, c..7, Sch. VIII (1993, 
c. 24),.subsec. 97(5), AppU CARTE to 1985 et seg. Subsec. (3.2) for- 
merly read: 


(3.2) Idem +» Nobw ithtaraling subsection (3), where the 
amount of.an overpayment of\a taxpayer for a taxation year is 
determined because of subsection 152(4.2) or 220(3.4) and an 
amount in respect thereof is refunded to, or applied to another 
liability .of, the taxpayer under subsection (1.5) or (2), the 
Minister shall pay or apply interest thereon at the prescribed 
rate for the period beginning on the day that the Minister re- 
ceived, in a form satisfactory to the Minister, the relevant ap- 
plication and ending on 'the day the amount is refunded or 
applied, unless the amount of the interest so calculated is less 
than $1, in which case no interest shall be paid or applied 
under this subsection. 


Subsec. 164(3:2).added by 1994, c. 7, Sch. IL (1991, c: 49), subsec. 
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136(4), applicable to refunds for 1985 et seq: 
Regulations: 4301(b) (prescribed rate of interest). 


(4) Interest on interest repaid — Where at any 
particular time interest has been paid to, or applied to 
a liability of, a taxpayer pursuant to subsection (3) in 
respect of the repayment of an amount in contro- 
versy made to, or applied to a liability of, the tax- 
payer and it is determined at a subsequent time that 
the repayment or a part thereof is payable by the tax- 
payer under this Part, the following rules apply: 


(a) the interest so paid or applied on that part of 
the repayment that is determined at the subse- 
quent time to be payable by the taxpayer under 
this Part shall be deemed to be an amount (in this 
subsection referred to as the “interest excess”) 
that became payable under this Part by the tax- 
payer at the particular time; 


(b) the taxpayer shall pay to the Receiver General 
interest at the prescribed rate on the interest ex: 
cess computed from the particular time to the day 
of payment; and 


(c) the Minister may at any time assess thé tax- 
payer in respect of the interest excess and, where 
the Minister makes such an assessment, the pro- 
visions of this Division and Division J are appli- 
cable, with such modifications as the circum- 
stances require, in respect of the assessment as 
though it had been made under section 152: 


Related Provisions: 12(1)(c) — Interest is taxable: 20(1)(1) — 
Deduction for interest repaid; 202(3), (4) — Application of certain 
provisions of Part I; 221.1— Application. of interest where legisla- 
tion retroactive; 248(11) — Interest compounded daily. 


Pre-RSC History: All that portion. of subsec. 164(4) preceding 
para. (b) amended by 1986, c. 6, subsec. 90(3), to substitute, in the 
portion preceding para. (a), “the repayment of an amount in contro- 
versy” for “a repayment of tax in controversy”, applicable as of Jan- 
uary 1, 1987. an 


Subsec. 164(4) substituted by 1985, c. 45, subsec. 93(6), applicable 
with respect to repayments made or applied after -1984. Subsec. 
164(4) formerly read: 


(4) Idem — Where, by a decision of the Minister under sec- 
tion 165 or by a decision of the Tax Court of Canada, the 
Federal Court of Canada or the Supreme Court of Canada, it 
is finally determined that the tax payable by.a taxpayer for a 
taxation year under this Part is less than the amount assessed 
by the assessment under section 152 to which the objection 
was made or from which the appeal was taken and the deci- 
sion makes it appear that there has been an overpayment for 
the taxation year, the interest payable under subsection (3) on 
that overpayment shall be computed at the rate per annum 
prescribed for the purposes.of subsection 161(2) instead of 
that prescribed for the purposes of subsection (3). 


Subsec. 164(4) substituted by 1980-81-82-83, c. 158, s. 58, to sub- 
stitute “Tax Court of Canada” for “Tax Review Board”, applicable 
from July 18, 1983. 


Selected Cases [subsec. 164(4)]: MNR v. Gunnar Mining Ltd., 
[1970] C.T.C. 152 (Exch) (Taxpayer not entitled to interest on over- 
payment; Tax Appeal Board lacks jurisdiction to substitute judg- 
ment previously delivered). 


Regulations: 4301(a) (prescribed rate of interest). 
1.T. Application Rules: 62(2) (subsec. 164(4) applies to interest 
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payable in respect of any period after December 23, 1971). 


(4.1) Duty of Minister — Where the Tax Court of 
Canada, the Federal Court of Appeal or the Supreme 
Court of Canada has, on the disposition of an appeal 
in respect of taxes, interest or a penalty payable 
under this Act by a taxpayer resident in Canada, 


(a) referred an assessment back to the Minister 
for reconsideration and reassessment, or 


(b) varied or vacated an assessment, 


the Minister shall with all due dispatch, whether or 
not an appeal from the decision of the Court has 
been or may be instituted, 


(c) where the assessment has been referred back 

to the Minister, reconsider the assessment and 

make a reassessment in accordance with the deci- 
‘sion of the Court, unless otherwise directed in 

writing by the taxpayer, and 

(d) refund any overpayment resulting from the 

variation, vacation or reassessment, 


and the Minister may repay any tax, interest or pen- 
alties or surrender any security accepted therefor by 
the Minister to that taxpayer or any other taxpayer 
who has filed another objection or instituted another 
appeal if, having regard to the reasons given on the 
disposition of the appeal, the Minister is satisfied 
that it would be just and equitable to do so, but for 
greater certainty, the Minister may, in accordance 
with the provisions of this Act, the Tax Court of 
Canada Act, the Federal Court Act or the Supreme 
Court Act as they relate to appeals from decisions of 
the Tax Court of Canada or the Federal Court, appeal 
from the decision of the Court notwithstanding any 
variation or vacation of any assessment by the Court 
or any reassessment made by the Minister under par- 
agraph (c). 

Related Provisions: 152(1.2)(c) — Subsec. 164(4.1) does not ap- 
ply to determination under 152(1.4); 169(2)(a) — Limitation. of 
right to appeal. 

Pre-RSC History: Subsec. 164(4.1) substituted by 1988, c. 61, 


subsec. 13(2), in force January 1, 1991. Subsec. 164(4,1) formerly 
read: 


(4.1) Duty of Minister — Where the Tax Court of Canada, 
the Federal Court of Canada or the Supreme Court of Canada 
has, on the disposition of an appeal in respect of taxes, inter- 
est or a penalty payable under this Act by a taxpayer resident 
‘in Canada, 


(a) referred an assessment back to the Minister for recon- 
sideration and reassessment, 

(b) varied or vacated an assessment, or 

(c) ordered the Minister to repay tax, interest or penalties, 


the Minister shall with all due dispatch, whether or not an 
appeal from the decision of the Court has been or may be 
instituted, 


(d) where the assessment has been referred back to him, 
reconsider the assessment and make a reassessment in ac- 
cordance with the decision of the Court, unless otherwise 
directed in writing by the taxpayer, » 


(e) refund any overpayment resulting from the variation, 
vacation or reassessment, and 
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(f) where paragraph (c) is applicable, repay any tax, inter- 

est or penalties as ordered, 
and the Minister may repay any tax, interest or penalties or 
surrender any security accepted therefor by him to any other 
taxpayer who has filed an objection or instituted an appeal if, 
having regard to the reasons given on the disposition of the 
appeal, he is satisfied that it would be just and equitable to do 
so, but for greater certainty, the Minister may, in accordance 
with the provisions of this Act, the Federal Court Act or the 
Supreme Court Act as they relate to appeals from decisions of 
the Tax Court of Canada or the Federal Court, appeal from 
the decision of the Court notwithstanding any variation or va- 
cation of any assessment by the Court or any reassessment 
made by the Minister under paragraph (d), and any such ap- 
peal from a decision of the Tax Court of Canada shall pro- 
ceed as if it were an appeal from the assessment that was re- 
ferred back, varied or vacated. 


Paras. 164(4.1)(d), (e) substituted by 1985, c. 45, subsec. 93(8), to 
move the words “unless otherwise directed in writing by the tax- 
payer” from (e) to (d), applicable after February 15, 1984. 


Subsec. 164(4.1) added by 1984, c. 45, subsec. 67(2), applicable af- 
ter February 15, 1984. 


Selected Cases [subsec. 164(4.1)]: doles Ltd. v. hie Queen, 
[1986] 2 C.T.C. 482 (FCA) (Appeal from certain assessments par- 
tially successful and litigation continued; Minister issues reassess- 
ments in accordance with Trial Division judgment; such reassess- 
ments do not cancel original assessments). 


(5) Effect of carryback of loss, etc. — For the 
purpose of subsection (3), the portion of any over- 
payment of the tax payable by a taxpayer for a taxa- 
tion year that arose as a consequence of 


(a) the deduction of an amount, in respect of a 
tTepayment under subsection 68.4(7) of the Excise 
Tax Act made in a subsequent taxation year, in 
computing the amount determined under subpara- 
graph 12(1)(x.1)@), 


(b) the deduction of an amount under section 41 
in respect of the taxpayer’s listed-personal-prop- 
erty loss for a subsequent taxation year, 


(c) the exclusion of an amount from the tax- 
payer’s income for the year by virtue of section 
49 in respect of the exercise of an option in a sub- 
sequent taxation year, 


(d) the deduction of an amount under section 
118.1 in respect of a gift. made in a subsequent 
taxation year or under section 111 in respect of a 
loss for a subsequent taxation year, 


(e) the deduction of an amount under subsection 
126(2) in respect of an unused foreign tax credit 
(within the meaning assigned by subsection 
126(7)) for a subsequent taxation year, 


(f) the deduction of an amount under subsection 
127(5) in respect of property acquired or an ex- 
penditure made in a subsequent taxation year, 


(g) the deduction of an amount under section 
125.2 in respect of an unused Part VI tax credit 
(within the meaning assigned by subsection 
125.2(3)) for a subsequent taxation year, 


(h) the deduction of an amount under section 
125.3 in respect of an unused Part I.3 tax credit 
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(within the meaning assigned by subsection 
125.3(3)) for a subsequent taxation year, 


(h.1) the deduction of an amount in computing 
the taxpayer’s income for the year by virtue of an 
election for a subsequent taxation year under par- 
agraph (6)(c) or (d) by the taxpayer’s legal 
representative, 


(h.2) the deduction of an amount aide subsec- 
tion 181.1(4) in respect of an unused surtax credit 
(within the meaning assigned by subsection 
181.1(6)) of the aca for a’ subsequent taxa- 
tion year, or 


(h.3) the deduction of an amount under subsec- 
tion 190.1(3) in respect of an unused Part I tax 
credit (within the meaning assigned by subsection 
190.1(5)) of the taxpayer for a subsequent taxa- 
tion. year, 


shall be deemed to have arisen on tte day that is the 
latest of 


(i) the first day isoirtediataae following that subse- 
quent taxation year, 


(j) the day on which the taxpayer’s or the tax- 
payer’s legal representative’s return of income 
for that subsequent taxation year was: filed, 


(k) where an amended return of the taxpayer’s in- 
come for the year or a prescribed form amending 
the taxpayer’s return of income for the year was 
filed under paragraph (6)(e) or subsection 49(4) 
or 152(6), the day on which the amended return 
or prescribed form was filed, and 


(1) where, as a consequence of a request-in writ- 
ing, the Minister reassessed the taxpayer’s tax for 
the year to take into account the deduction or ex- 
clusion, the day on which the request was made. 
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Related Provisions: 161(7) — Effect of loss carryback. 


History: Para. 164(5)(a) amended by 1997, c. 26, subsec. 86(1), 
applicable to 1997 et seg. Para. (a) formerly read: 


(a) the deduction of an amount~ under subclause 
12(1)(x.1)(ii)(A)D in respect of a fuel tax rebate repayment 
made in a subsequent taxation year, 


Paras. 164(5)(h.2) and (h.3) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 97(6), (h.2) applicable to 1992 et seq., and (h.3) appli- 
cable to 1991 et seq. 


Para. 164(5)(a) added by 1994, c. 7, Sch. VI (1992, c. 29), subsec. 
9(1), applicable to 1992 er seq. 


Pre-RSC History: Para. 164(5)(h) added by 1990, c. 39, subsec. 
43(2), applicable to taxation years ending after June 1989. 


Para. 164(5)(d) substituted by 1988, c. 55, subsec. 144(3), applica- 
ble to 1988 et seq. Para. 164(5)(d) formerly read: 


(d) the deduction of an amount under section 110 in respect 
of a gift made in a subsequent year or under section 111 in 
respect of a loss for a subsequent taxation year, 


Para. 164(5)(g) substituted and para. (h) repealed by 1988, c. 55, 
subsec. 144(4), applicable to 1988 ef seg. Paras. 164(5)(g) and (h) 
formerly read: 


(g) the deduction of an amount under subsection 127.2(1) in 
respect of his unused share-purchase tax credit for a subse- 
quent taxation year, 


(h) the deduction of an amount under subsection 127.3(1) in 
respect of his unused scientific research and experimental de- 
velopment tax credit for a subsequent taxation year, 


Para. 164(5)(h.2) repealed by 1988, c. 55, subsec. 144(5), applicable 
to 1988 et seq. Para. 164(5)(h.2) formerly read: 


(h.2) the deduction of an amount under subsection 120.2(2) in 
respect of his minimum tax for a subsequent taxation year, 


Para. 164(5)(h) amended by 1986, c. 6, subsec. 15(3), to substitute 
“scientific research and experimental development” for “scientific 
research”, applicable to taxation years ending after May 23, 1985. 


Para. 164(5)(h.2) added by 1986, c. 55, subsec. 65(1), applicable to 
taxation years commencing after. 1983. 


Para. 164(5)(a) repealed by 1986, c. 6, subsec. 90(4), applicable to 
1986 et seq. Para. 164(5)(a) formerly read: 


(a) the deduction of an amount under paragraph 3(e) by virtue 
of his death in a subsequent taxation year and the consequent 
application of section 71 in respect of an allowable capital 
loss for the year, 


Para. 164(5)(h.1) added by 1986, c. 6, subsec. 90(5) and paras. (j), 
(k) amended by subsec. 90(6), to substitute, in (j), “the taxpayer’s or 
his legal representative’s” for “the taxpayer’s” and, in (k), “the tax- 
payer’s income for the year” for “the taxpayer’s income for the tax- 
ation year” and “filed under subsection 49(4) or 152(6) or paragraph 
(6)(e)” for “filed in accordance with subsection 49(4) or 152(6)”, 


applicable to 1985 et seg. 


Subsec. 164(S) amended by 1985, c. 45, subsec. 93(10), applicable 
with respect to subsequent taxation years referred to therein ending 
after 1984, to re-letter the next four paragraphs after para. (d) as (e) 
to (h) instead of (d.1) to (g) and to substitute all that portion follow- 
ing para. (g), which portion formerly read: 


shall be deemed to have arisen on the later of 


(h) the day on which his return of income under section 
150 was filed for that subsequent taxation year, and 


(i) the day on or before which the taxpayer is, or would 
be if tax under this Part were payable by him for that sub- 
sequent taxation year, required to file his return of in- 
come under section 150 for that subsequent taxation year. 


Para. 164(5)(d.1) added by 1984, c. 45, subsec. 67(3), applicable to 
1984 et seq. 
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Subsec. 164(5) substituted by 1984, c. 1, subsec. 88(3), applicable 
where the subsequent taxation year referred to in subsec. 164(5), as 
substituted, ends after 1982, except that in its application to a subse- 
quent taxation year ending before April 20, 1983; the portion of any 
overpayment of the tax payable by a taxpayer, referred to in subsec. 
164(5), as substituted, shall be deemed to have arisen on the first 
day immediately following the subsequent taxation year. Subsec. 
164(5) formerly read: 


(5) Effect of carryback of loss — Where a taxpayer is enti- 
tled to deduct under section 111 in computing his taxable in- 
come for a taxation year an amount in respect of a loss for the 
taxation year immediately following the taxation year (in this 
subsection referred to,as “the loss year”), and the amount of 
the tax payable for the taxation year is relevant in determin- 
ing an overpayment for the purpose of computing interest 
under subsection. (3) for any portion of a period ending on or 
before the last day of the loss year, the tax payable for the 
taxation year shall be deemed to be the amount that it would 
have been if the taxpayer were not entitled to deduct any 
amount under section 111 in respect of that loss. 


Information Circulars: 81-11R3: Corporate instalments. 


(5.1) Idem — Where a repayment made under sub- 
section (1.1) or (4.1) or an amount applied under 
subsection (2) in respect of a repayment, or a part 
thereof, may reasonably be regarded as being in re- 
spect of a claim made by a taxpayer in an objection 
to.or appeal from an assessment of tax for.a taxation 
year for pote 


(a) the deduction of an amount, in respect of a 
repayment under subsection 68.4(7) of the Excise 
Tax Act made in a subsequent taxation year, in 
computing the amount determined under subpara- 
graph 12(1)(x.1)(i), 


(b) the deduction of an amount under section 41 
in respect of the taxpayer’s listed-personal-prop- 
erty loss for a subsequent taxation year, 


(c) the exclusion of an amount from the tax- 
payer’s income for the year by virtue of section 
49 in respect of the exercise of an option in a sub- 
sequent taxation year, 


(d) the deduction of an amount under section 

118.1 in respect of a gift made in a subsequent 

taxation year or under section 111 in respect of a 
“loss for a subsequent taxation year, 


(e) the deduction of an amount under subsection 
126(2) in respect of an unused foreign tax credit 
(within the meaning assigned by subsection 
126(7)) for a subsequent taxation year, 


(f) the deduction of an amount under subsection 
127(5) in respect of property acquired or an ex- 
penditure made in a subsequent taxation year, 


(g) the deduction of an amount under section 
125.2 in respect of an unused Part VI tax credit 
(within the meaning assigned by subsection 
125.2(3)) for a subsequent taxation year, 


(h) the deduction of an amount under section 
125.3.in respect of an unused Part I.3-tax credit 
(within the meaning assigned by subsection 
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125.3(3)) for a subsequent taxation year, 


(h.1) the deduction of an amount in computing 
the taxpayer’s income for the year by virtue of an 
election for a subsequent taxation year under par- 
agraph (6)(c) or (d) by the taxpayer’s legal 
representative, 


(h.2) the deduction of an amount under subsec- 
tion 181.1(4) in respect of an unused surtax credit 
(within the meaning assigned by subsection 
181.1(6)) of the taxpayer for a subsequent taxa- 
tion year, or 


(h.3) the deduction of an amount under subsec- 
tion 190.1(3) in respect of an unused Part I tax 
credit (within the meaning assigned by subsection 
~190.1(5)) of the taxpayer for a subsequent taxa- 
‘tion year, 


interest shall not be paid or applied thereon for any 
part of a period that is before the latest of 


(i) the first day immediately following that subse- 
quent taxation year, 


(j) the day on which the taxpayer’ s or the tax- 
payer’s legal representative’s return of income 
for that subsequent taxation year was filed, 


(k) where an amended return of the taxpayer’s in- 
come for the year or a prescribed form amending 


the taxpayer’s return of income for the year was | 


filed under paragraph (6)(e) or subsection 49(4) 
or 152(6), the day on which the amended return 
or prescribed form was filed, and 


(1) where, as a consequence of a request in writ- 
ing, the Minister reassessed the taxpayer’s tax for 
the year to take into account the deduction or ex- 
clusion, the day on which the request was made. 


History: Para. 164(5.1)(a) amended by 1997, c. 26, subsec. 86(2); 
applicable to 1997 et seq. Para. (a) formerly read: 


(a) the deduction of an amount under subclause 
12(1)(x.1)Gi)(A)CD in respect of a fuel tax rebate repayment 
made in a subsequent taxation year, 


Paras. 164(5.1)(h.2) and (h.3) added by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 97(7), (h.2) applicable to 1992 et seg., and (h.3) ap- 
plicable to 1991 et seq. 


Para. 164(5.1)(a) added by 1994, c. 7, Sch. VI (1992, c. 29), subsec. 


S. 164(6)(b) 


9(2), applicable to 1992 et seq. 


Pre-RSC History: Para. 164(5.1)(h) added by 1990, c. 39, subsec. 
43(3), applicable to taxation years ending after June 1989. 


Para. 164(5.1)(d) amended by 1988, c..55, subsec. 144(6), to substi- 
tute “section 118.1” for “section 110”, applicable to 1988 et seq. 


Para. 164(5.1)(g) substituted and para. 164(5.1)(h) repealed by 
1988, c. 55, subsec. 144(7), applicable to 1988 et seq. Paras. 
164(5.1)(g) and (h) formerly read: 


(g) the deduction of an amount under subsection 127.2(1) in 
respect of his unused share- “purchase tax credit for a subse- 
quent taxation year, : 


(h) the deduction of an amount under subsection 127.3(1) in 
respect of his unused scientific research and experimental de- 
velopment tax credit for a subsequent taxation year, 


Para. 164(5.1)(h.2) repealed by 1988, c. 55, subsec. 144(8), applica- 
ble to 1988 et seg. Para. 164(5.1)(h.2) formerly read: 


(h.2) the deduction of an amount under subsection 120.2(2) in 
respect of his'minimum tax for a subsequent taxation year, 


Para. 164(5.1)(h) amended by 1986, .c. 6, subsec. 15(3), to substitute 
“scientific research and experimental development” for “scientific 
research”, applicable to taxation years ending after May 23, 1985. 


Para. 164(5.1)(h.2) added by 1986, c. 55, subsec. 65(2), applicable 
to taxation years commencing after 1983. 


Para..164(5.1)(a) repealed by 1986, c. 6, subsec. 90(7), applicable to 
1986 et seg. Para. 164(5.1)(a) formerly read: 


(a) the deduction of an amount under paragraph 3(e), by vir- 
tue of his death in a subsequent taxation year and the conse- 
quent application of section 71 in ee of an allowable cap- 
ital loss for the year, 


Para. 164(5.1)(h.1) added by 1986, c. 6, subsec. 90(8), and paras. 
(j), (k) amended by subsec. 90(9), to substitute; in (j), “the tax- 


payer’s or his legal representative’s” for “the taxpayer’s” and, in 


(k), “the taxpayer’s income for the year” for “the taxpayer’s income 
for the taxation year” and “‘filed under subsection 49(4) or 152(6) or 
paragraph (6)(e)” for “filed in accordance with subsection 49(4) or 
152(6)”, applicable to 1985 et seq. 


Subsec. 164(5.1) added by 1985, c. 45, subsec. 93(11), applicable 
with respect to repayments made or applied after 1984, except that 
where the subsequent taxation year referred to therein ends before 
1985, paras. (5.1)() to (1) shall be read as follows: 


(i) the day on which the taxpayer’s return of income under 
section 150 was filed for that subsequent taxation year, and 


(j) the day on or before which the taxpayer is, or would be if 
tax under this Part were payable by him for that subsequent 
taxation year, required to file his return of income under sec- 
tion 150 for that subsequent taxation year. 


(6) Where disposition of property by legal 
representative of deceased taxpayer — 
Where in the course of administering the estate of a 
deceased taxpayer, the taxpayer’s legal representa- 
tive has, within the first taxation year of the estate, 


(a) disposed of capital property of the estate so 
that the total of all amounts each of which is a 
capital loss from the disposition of a property ex- 
ceeds the total of all amounts each of which is a 
capital gain from the disposition of a property, or 


(b) disposed of all of the depreciable property of 
a prescribed class of the estate so that the un- 
depreciated capital cost to the estate of property 
of that class at the end of the first taxation year of 
the estate is, by virtue of subsection 20(16) or any 
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regulation made under paragraph 20(1)(a), de- 
ductible in computing oa income of the estate for 
that year, 


notwithstanding any other provision of this Act, the 
following rules apply: 


(c) such part of one or more capital losses from 
the disposition of properties referred to in para- 
graph (a) (the total of which amounts is not to ex- 
ceed the excess referred to in that paragraph) as 
the legal representative so elects, in prescribed 
manner and within a prescribed time, shall be 
deemed to be capital losses of the deceased tax- 
payer from the disposition of the properties by 
the taxpayer in the taxpayer’s taxation year .in 


which the taxpayer died and not to be capital 
losses of the estate from the disposition of those 
properties for its first taxation year, 


(d) such part of the amount of any deduction de- 
scribed in paragraph (b) (not exceeding the 
amount that, but for this subsection, would be the 
total of the non-capital loss and the farm loss of 
the estate for its first taxation ‘year) as the legal 
representative so elects, in prescribed manner and 
within a prescribed time, shall be deductible in 
computing the income of the taxpayer for the tax- 
payer’s taxation year in which the taxpayer died 
and shall not be an amount deductible in comput- 
ing any loss of the estate for its first taxation 
year, 


(e) the legal representative shall, at or before the 
time prescribed for filing the election referred to 
in paragraphs.(c) and (d), file an amended return 
of income for the deceased taxpayer for the tax- 
payer’s taxation year in which the taxpayer died 
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to give effect to the rules in those paragraphs, and 


(f) in computing the taxable income of the de- 
ceased taxpayer for a taxation year preceding the 
year in which the taxpayer died, no amount may 
be deducted in respect of an amount referred to in 
paragraph (c) or (d). 


Related Provisions: 152(1)— Assessment; 152(6)(h) — Reas- 
sessment to give effect to election; '161(7)(b)(iii) — Effect of car- 
ryback of loss, etc.; 220(3.2), Reg. 600(b) — Late filing of election 
or revocation.. 


Pre-RSC History: Para. 164(6)(a) substituted by 1986, c. 6, sub- 
sec. 90(10), applicable (by subsec. 90(16), added by 1986, c. 55, s. 
83) with respect to deaths occurring after December 31, 1984. Para. 
164(6)(a) formerly read: 


(a) disposed of capital property of the estate so that the aggre- 
gate of amounts each of which is a capital loss from the dis- 
position of any property of the estate exceeds the aggregate of 
all amounts each of which-is a capital gain fromthe disposi- 
tion of any, property of the estate, or 


All that portion of subsec. 164(6) following para. (b) substituted by 
1986, c. 6, subsec. 90(11), applicable (by subsec. 90(16), added by 
1986, c. 55, s. 83) with respect to deaths occurring after December 
31, 1984. That portion of subsec. 164(6) formerly read: 


the legal representative shall be deemed to have paid, on ac- 
count of tax under this Part payable ‘by the estate for its first 
taxation year, an amount equal to the amount, if any, by 
which 


(c) the tax under this Part payable by the deceased tax- 
payer for the taxation year in which he died — 


exceeds 


(d) the amount that would have been the tax- under this 
Part payable by the deceased taxpayer for the taxation 
year in which he died if 


(i) such part of the excess described: in paragraph (a) 

as the legal representative so elects, ‘in prescribed 

manner and within prescribed time, had been a capi- 
_ tal loss of the deceased taxpayer for that year, and 


(ii) such part of the amount of any deduction de- 
scribed in paragraph (b) (not exceeding the amount 
that, but, for this subsection, would be the aggregate 

. of the non-capital loss and the farm loss of the estate 
for the year) as the legal representative so elects, in 
prescribed manner and within prescribed time, had 

_ been deducted in computing the income of the de- 
ceased taxpayer for that year, 


and for the purposes of sections 3 and 111, in computing the 
income, non-capital loss, net capital loss and farm loss of the 
estate for its first taxation year, 


(e) the part referred to in subparagraph (ai) shall be 
deemed not to have been‘ a loss of the estate; and 


(f) the part referred to in subparagraph (d)(ii) is not de- 
ductible in computing any loss of the estate for the year. 


All that portion of subsec. 164(6) following subpara. (d)(i) and pre- 
ceding para. (e) substituted by 1984, c. 1, subsec. 88(4), eguees 
to 1983 et seg. That portion formerly read: 


(ii) such part of the amount of any deduction described in 
paragraph (b) (not exceeding the amount that, but for-this 
subsection, would be the non-capital loss of the estate for 
the year) as the legal representative so elects, in pre- 
scribed manner and within prescribed time, had been de- 
ducted in computing the income of the deceased taxpayer 
for that year, 


and for the purposes of sections 3 and 111, in computing the 
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income, net capital loss and non= spe te Wa es the estate for 
its first taxation year, Fer 


Para. 164(6)(b) substituted by 1977- Bigs dan Si118s “applicable to tax- 
ation years commencing after May 25, 1976 and ending after March 


. 31, ‘1977, to add “subsection 20(16) or”, aes 


All those portions. of. subsec, 164(6). preceding para. (a) and follow- 


ing para. (d) and ‘preceding para. (e) substituted. by 1974-75-76, c, 


26, subsecs. 107(1), (2), applicable’ to estates of exper eit who died 


after May 6, 1974. Those portions formerly read: 


(6) Where in the course of administering the éstate of a de- 
ceased taxpayer, the taxpayer’s legal-representative has, 
within the 12-month period ee a sol cyene ‘the death 

4S! Of- the taanaget 


and for the purpose of section 111, in computing the net capi- 


tal loss and non-capital loss of the estate for its first taxation , 


year, 
Regulations: 1000 (prescribed manner, prescribed time). 


_ Interpretation Bulletins: IT- 140R3: Buy- -sell agreements; Ye 


484R2: Business investment losses, | 


Information Circulars: 92-1: 
amended or revoked elections: 


“Guidelines ‘for accepting late, 


S. 164(6.1)(a)(ii) 


(6. 1) Exercise or Higbosition of employee 
stock option by legal representative of 
deceased employee — Where, within the first 
taxation year of the’estate of a deceased taxpayer, a 
right to acquire shares under an agreement in respect 
of which a benefit was deemed by paragraph 7(1)(e) 
to have been received by the taxpayer (in this ‘sub- 
section referred to as “the right’’) is exercised or.dis- 
posed of by the taxpayer’s legal representative, not- 
withstanding any other provision of this Act, where 
the taxpayer’s legal representative elects in pre- 
scribed manner and on or before a prescribed day, 


(a) the amount, if any, by which 


(i) the amount of the benefit deemed by para- 
graph 7(1)(e) to have been received by the 
taxpayer in respect of the right 


exceeds the total of 


(ii) the amount, if any, by which the value of 
the right immediately before the time it was 
exercised or disposed of exceeds the amount, 
if any, paid by sai a gi to sia nage the 
right, and 


(iii) where in computing ie taxpayer’s taxa- 
ble income for the taxation year in which the 
taxpayer died an amount was deducted under 
paragraph 110(1)(d) in respect of the benefit 
deemed by paragraph 7(1)(e) to have been re- 
ceived by the taxpayer in that year by reason 
of paragraph 7(1)(e) in respect of that right, '/4 
of the amount, if any, by which the amount 
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determined under subparagraph (i) exceeds 
the amount determined under subparagraph 
(11), 
shall be deemed to be a loss of the taxpayer from 
employment for the year in which the taxpayer 
died; 
(b) there shall be deducted in computing the ad- 
justed cost base to the estate of the right at any 
time the amount of the loss that would be deter- 
mined under paragraph (a) if that paragraph were 
read without reference to subparagraph (a)(iii); 
and 


(c) the legal representative shall, at or before the 
time prescribed for filing the election under this 
subsection, file an amended return of income for 
the taxpayer for the taxation year in which the 
taxpayer died to give effect to paragraph (a). 
Related Provisions: 53(2)(t)— Deduction from adjusted cost 
base of right to acquire shares. 
History: Subsec. 164(6.1) added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 97(8), applicable to deaths occurring after July 13, 
1990. 


(7) Definition of “overpayment” — In this sec- 
tion, “overpayment” of a taxpayer for a taxation year 
means 


(a) where the taxpayer is not a corporation, the 
total of all amounts paid on account of the tax- 
payer’s liability under this Part for the year minus 
all amounts payable in respect thereof; and 


(b) where the taxpayer is a corporation, the total 
of all amounts paid on account of the corpora- 
tion’s liability under this Part or Parts I.3, VI or 
VI.1 for the year minus all amounts payable in 
respect thereof. 


History: Subsec. 164(7) amended by 1994, c. 7, Sch. VIII CLO9S Se. 
24), subsec. 97(9), applicable to 1992 et seq. Subsec. (7) formerly 
read: 


(7) Definition of “overpayment” — In this section, “‘over- 
payment” of a taxpayer fora taxation year means the total of 
all amounts paid on account of the taxpayer’s liability under 
this Part for the year minus all amounts payable in respect 
thereof. 


Pre-RSC History: Subsec. 164(7) substituted by 1985, c. 45, 
subsec. 93(12). Subsec. 164(7) formerly read: 


(7) In this section, “overpayment” of a taxpayer for a taxation 
year means the aggregate of all amounts paid on account of 
his tax under this Part for the year minus all amounts payable 
by him under this Part for the year. 


Subsec. 164(7) substituted by 1984, c. 1, subsec. 88(5), applicable 

to 1983 et seq. Subsec. 164(7) formerly read: 
(7) “Overpayment” defined — In this section, “overpay- 
ment” means the aggregate of all amounts paid on account of 
tax minus all amounts payable under this Act or an amount so 
paid where no amount is so payable. 

Information Circulars: 81-11R3: Corporate instalments. 


Related Provisions [s. 164]: 144(9) — Refunds — employees 
profit sharing plans. See also Related provisions at end of s. 163. 


“Indexed by s. 117.1 after 1988. 
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Definitions [s. 164]: “allowable capital loss” — 38(b), 248(1); 
“amount”, “assessment”, “balance-due day” — 248(1); “Can- 
ada” — 255; “capital loss” — 39(1)(b), 248(1); “capital prop- 
erty” — 54, 248(1); “clear days” — Interpretation Act 27(1); “cor- 
poration” — 248(1), Interpretation Act 35(1); “depreciable 
property” — 13(21), 248(1); “estate” — 104(1), 248(1); “farm 
loss” — 111(8); “Federal Court” — Interpretation Act 35(1); “fil- 
ing-due date”, “individual” — 248(1); “investment tax credit” — 
127(9), 248(1); “listed personal property” — 54, 248(1):; “Minis- 
ter” — 248(1); “net capital loss”, “non-capital loss” — 111(8), 
248(1); “overpayment” — 164(7); “prescribed”, “property” 
248(1); “province” — Interpretation Act 35(1); “regulation” — 
248(1); “security” — Interpretation Act 35(1); “share” — 248(1); 
“taxable income” — 2(2), 248(1); “taxation year” — 249; “tax- 
payer” — 248(1); “testamentary trust” — 248(1); “writing” — In- 
terpretation Act 35(1). 


164.1 [Repealed] 


History: S. 164.1 repealed by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 19(2), applicable to 1993 et seq. S. 164.1 formerly read: 


164.1 (1) Prepayment of child tax credit — Notwithstand- 
ing any other provision of this Act, the Minister may, after 
the beginning of a taxation year and without application 
therefor, pay to an individual for the year in respect of each 
eligible child (within the meaning assigned by subsection 
122.2(2)) of the individual for the year, one or more amounts, 
the total of which does not exceed 7s of, 


(a) where the child was under 6 years of age at the end of 
the preceding taxation year and no amount was deducted 
under section 63 for that year in respect of any child of 
the individual under 6 years of age at the end of that year, 
the total of the amounts of $559* and $200* referred to in 
paragraph 122.2(1)(a), and 


(b) in any other case, $559", 
if 
(c) an amount was deemed under subsection 122.2(1) to 
have been paid for the preceding taxation year by 
(i) the individual, or 


(ii) the individual’s spouse, where that spouse died 
after the end of that preceding year, 


in respect of the child, and 
(d) for that preceding year, 


(i) the total determined under subparagraph 
122.2(1)(b)(i) in respect of the individual, or 


(ii) the individual’s income, where the individual’s 
spouse died after the end of that preceding year, 


did not exceed, 


(iii) where the amount or amounts to be paid because 
of this subsection are in respect of 3 or more eligible 
children of the individual, $24,090, and 


(iv) in any other case, 7/3 of $24,090,* 


(2) Nature of payment — Each amount paid under subsec- 
tion (1) to or applied under subsection (4) in respect of an 
individual for a taxation year shall be deemed to be on ac- 
count of an amount deemed by subsection 122.2(1) to have 
been paid by the individual for the year. 


(3) Idem — Where the total of all amounts paid under sub- 
section (1) to or applied under subsection (4) in respect of an 
individual for a taxation year exceeds the amount deemed by 
subsection 122.2(1) to have been paid by the individual for 


1506 


Div. I— Returns, Assessments, Payment, Appeals 


the year, the excess shall be deemed to have been refunded to 
the individual on account of the individual’s tax under this 
Part for the year on the day on or before which the individ- 
ual’s return of income under this Part for the year is required 
to be filed under section 150 or would be required to be so 
filed if tax under this Part were payable by him for the year. 


(4) Applying amount on debt — Where an individual is lia- 
ble or about to become liable to make any payment under this 
Act, the Minister may, instead of paying to the individual an 
amount that might otherwise be paid in a taxation year under 
subsection (1), apply the amount to the liability and notify the 
individual of that action. 


All that portion of subsec. 164.1(1) following para. (b) substituted 


by subsec. 19(1) of the said c. 48, applicable to the 1992 taxation 
year. That portion formerly read: 


if, for the preceding taxation year, 


(c) an amount was deemed under subsection 122.2(1) to 
have been paid by the individual in respect of the child, 
and 


(d) the total determined ‘under subparagraph 
122.2(1)(b)(i) in respect of the individual did not exceed, 


(i) where the amount or amounts to be paid by reason 
of this subsection are in respect of 3 or more eligible 
children of the individual, $24,090, and 


(ii) in any other case, 75 of $24,090." 


Para. 164.1(1)(a) amended by 1994, c. 7, Sch. II (1991, c. 49),.s. 
137, to substitute “any child of the individual under 6 years of age 
at the end of that year” for “the child”, applicable to 1989 et seq. 


Pre-RSC History: Para. 164.1(1)(d) substituted by 1990, c. 42, 
applicable to 1990 et seq. Para. 164.1(1)(d) formerly read: 


(d) the aggregate determined under subparagraph 
122.2(1)(b)(i) in respect of the individual did not exceed 7/3 of 
the amount of $24,090. 


Subsec. 164.1(1) substituted by 1988, c. 55, s. 145, applicable to 
1988 et seq., except that, in its application to the 1988 taxation year, 
para. 164.1(1)(a) shall be read as follows: 


(a) where the child was under 6 years of age at the end of the 
preceding taxation year and no amount has been deducted for 
that year under section 63 in respect of any eligible child 
(within the meaning assigned by paragraph 122.2(2)(a)) of 
the individual for the year, $709, and 


Subsec. 164.1(1) formerly read: 


164.1 (1) Prepayment of child tax credit — Notwithstand- 
ing any other provision of this Act, the Minister may, after 
the beginning of a taxation year and without application 
therefor, pay to an individual for the year one or more 
amounts, the aggregate of which does not exceed $300 or 
such greater amount as may be prescribed for the year, in re- 
spect of an eligible child (within the meaning assigned by 
paragraph 122.2(2)(a)) of the individual for the year where, 
for the preceding taxation year, 


(a) an amount was deemed under subsection 122.2(1) to 
have been paid by the individual with respect to the 
child; and 


(b) the aggregate determined under subparagraph 
122.2(1)(b)(i) in respect of the individual did not exceed 
$15,000. 


“Indexed by s. 117.1 after 1988. 


S. 165(1.1) 


S. 164.1 added by 1986, c. 44, s. 4, applicable to 1986 et seq. 
Objections to Assessments 


165. (1) Objections to assessment — A tax- 
payer who objects to an assessment under this Part 
may serve on the Minister a notice of objection, in 
writing, setting out the reasons for the objection and 
all relevant facts, 


(a) where the assessment is in respect of the tax- 
payer for a taxation year and the taxpayer is an 
individual (other than a trust) or a Saige 
trust, on or before the later of © 


(i) the day that is one year after the taxpayer’s 
filing-due date for the year, and 


(ii) the day that is 90 days after the day of 
_ mailing of the notice of assessment; and 


 (b) in any other case, on or before the day that is 
90 days after the ays of mailing of the notice of 
assessment. 


Related Provisions: 164(4) — Interest on overpayments; 
165(1.1), (1.2) — Limitations on right to object; 165(1.11) — Large 
corporations — detail required on notice of objection; 165(2) — 
Service of notice of objection; 165(2.1) — Application of 165(1)(a); 
165(3) — Duties of Minister on receipt of notice of objection; 
166.1, 166.2 — Applications for extension of time to object; 
167(1) — Application to Tax Court of Canada for time extension; 
173(2), 174(5)— Time during consideration not to count; 

225.1(2) — Collection restrictions; 244(10) — Proof that no notice 
of objection filed. 


History: Subpara. 165(1)(a)(i) amended by 1996, c. 21, s. 45, ap- 
plicable to 1995 et seg. Subpara. (a)(i) formerly read: 


(i) the day that is one year after the balance-due. day of the 
taxpayer for the year, and 


Subsec. 165(1) substituted by 1994, c. 7, Sch. II-(1991, c. 49), sub- 
sec: 138(1), applicable to objections made after December 17, 1991. 
Subsec. 165(1) formerly read: 


165. (1) Objections to assessment — A taxpayer who, ob- 
jects to an assessment under this Part.may, within 90 days 
from the day of mailing of the notice of assessment, serve on 
the Minister a notice of objection in duplicate in prescribed 
form setting out the reasons for the objection and all relevant 
facts. 


Selected Cases [subsec. 165(1)]: LaForme v. Canada, [1991] 
2.C.T.C. 28 (FCTD) (Tax Court had no jurisdiction to hear appeal 
where no. notice of objection to assessment filed; Federal Court pre- 
cluded by section 29 of Federal Court Act from granting relief and 
declarations sought); The Queen v. Garry Bowl Ltd., [1974] C.T.C. 
457 (FCA) (No objection possible where nil assessment); Vineland 
Quarries & Crushed Stone Ltd. v. MNR, [1971], C.T.C. 501, 635 
(FCTD) (Appeal quashed where taxpayer had not filed notice of 
objection). 


Forms: T400A: Notice of objection. 


(1.1) Limitation of right to object to 
assessments or determinations — Notwith- 
standing subsection (1), where at any time the Minis- 
ter assesses tax, interest or penalties payable under 
this Part by, or makes, a determination in respect of, a 
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taxpayer 

(a) under subsection 67.5(2), subparagraph 
152(4)(b)(i) or subsection 152(4.3) or (6) or 
164(4.1), 220(3.4) or 245(8) or in accordance 
with an.order of a court vacating, -varying or re- 
storing the assessment or referring the assessment 
back to the Minister for reconsideration and 
reassessment, Wy 


(b) under subsection (3) where the underlying ob- 
jection relates to an assessment or a determina- 
tion made under any of the provisions or cir¢um- 
stances referred to in paragraph (a), or 


(c) under a provision of an Act of Parliament re- 
quiring an assessment to be made that, but ‘for 
that provision, would not be made because’ of 
subsections 152(4) to (5), 


the taxpayer may object to the assessment or deter- 
mination within 90 days after the day of mailing of 
the notice of assessment or determination, but only 
to the extent that the reasons for the objection can 
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reasonably be regarded as relating to a matter that 
gave rise to the assessment or determination and that 
was not conclusively determined by the court, and 


this subséction shall not be read or construed as lim- 


iting the right of the taxpayer to object to an assess- 
ment or a determination issued or made before that 
time. 


Related Provisions: 169(2) — Limitation of right to appeal. 


History: Para. 165(1.1)(a) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 98(1), to add reference to subsection 152(4.3). 


Subsec. '165(1.1) added by 1994, c. 7, Sch. I (1991, c. 49), subsec. 
138(1), applicable to objections made after Decembér 17, 1991. 


(1.11) Objections by large corporations — 
Where a corporation that was a large corporation in a 
taxation year (within the meaning assigned by sub- 
section 225.1(8)) objects to an assessment under this 
Part for the year, the notice of objection shall 


(a) reasonably describe each issue tobe decided: 


(b) specify in respect of each issue, the relief 
sought, expressed as the amount of a change in a 
balance (within the meaning assigned by subsec- 
tion 152(4.4)) or a balance of undeducted outlays, 
expenses or other amounts of the corporation; 
and 


(c) provide facts and reasons relied on by the cor- 
poration in respect of each issue.: 


Related Provisions: 165(1.12).— Late compliance with 
165(1.11); 165(4.13) — Objection to assessment issued in response 
to previous notice of objection; 169(2.1)(a) — Appeal only on 
grounds raised in objection. 


History: Subsec. 165(1.11) added by 1995, c¢. 21, s. 70, applicable 
after September 26, 1994 for notices of objection filed at any time 
except a notice of objection to an assessment for a taxation year 
where an appeal under Division J of the Act of the assessment has 
been instituted before June 23, 1995. 
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Subsec. 70(2) of 1995;:c. 21 provides that where a taxpayer submits, 
to a Chief of Appeals referred to in subsec. 165(2), in writing before 
March 1995 the information required by subsec. 165(1. 11). to be 
provided in a notice of objection served by the taxpayer. ‘before 


1995, the taxpayer shall be deemed to have complied with, subsec. 


165(1.11) with respect to that notice... 


(1.12) Late compliance — Notwithstanding sub- 


section (1.11), where a notice, of objection served by, 


a corporation to which that subsection applies does 
not include the information required by paragraph 
Ce 11)(b) or (c) in respect of.an issue. to.be.decided 
that is described in the notice, the Minister may in 
writing request the corporation to provide the infor- 
mation, and those paragraphs shall be deemed to be 
complied with in respect ‘of the issue if, within 60 
days after the request is made, the corporation sub- 
mits the information in writing to a sie of Appeals 
referred to in’subsection (2). ¥ 

History: Subsec. 165(1.12) added by 1995, ¢.221, s: 70; applicable 
after September 26, 1994 to notices of objection filed at any time 
except a notice of objection to an assessment ‘for a taxation year 
where an appeal under Division J-of the:Act of the assessment has 
been instituted before June 23, 1995. 


(1.13). Limitation on objections by large cor- 
porations — Notwithstanding subsections (1): and 
(1.1), where under subsection (3) a particular assess- 
ment was made for a taxation year pursuant to a no- 
tice of objection served by a corporation that was a 
large corporation in the year (within the meaning as- 
signed by subsection 225.1(8)), except where the ob- 
jection was made.‘to.an earlier assessment: made 
under any of the provisions or circumstances re- 
ferred to in paragraph (1.1)(a), the corporation may 
object to the pee assessment in respect of an 
issue 


(a) only if the corporation complied with subsec- 


tion (1. Lid in the notice Bas: respect to that i issue; 
and 


‘(b) only with ecu to. the relief count in re- 
spect of that issue as specified by the. porpention 
in the notice. 


Related Provisions: 165(3) — Application. . 


History: Subsec. 165(1.13) added by 1995, c. 21, s. 70, applicable 
after September 26, 1994 to notices of objection filed at any time 
except a notice. of objection to an assessment for a taxation year 
where an appeal under Division. J of the Act of the assessment has 
been instituted before June 23, 1995: 


(1.14) Application of subsec. (1. 13) — Where a 
particular assessment is made under subsection (3) 
pursuant to an objection made by a taxpayer to an 
earlier assessment, subsection (1.13) does not limit 
the right of the taxpayer to object to the particular 
asséssment in respect of an issue that was part of the 
particular assessment and not part ne the earlier 
assessment. 

History: Subsec. 165(1.14) added by 1995, c. 21, s. 70, applicable 
after September 26, 1994 to notices of objection filed at any time 


except-a notice of objection to an assessment fora taxation year 
where “an ‘appeal under Division J of the Act of the assessment has 


S. 165(1.2) 


been instituted before June 23 1995. 


(1.2) Determination of fair market value 
[Limitation on objections] — Notwithstanding 
subsection[s] (1) [and (1.1)], no objection may be 
made [by a taxpayer] to an assessment made under 
subsection 118.1(11),: 152(4. 2), 169(3)° or 220(3. 1) 


_[nor, for greater certainty, in respect of an issue for 


which the right of objection has been waived in writ- 
ing by the taxpayer]. 

Related Provisions: 169(2.2) — No appeal permitted where right 
to object or appeal waived. 


History: Subsec. 165(1.2) amended by 1995, c. 38, s,.4, in force 
July 12, 1996. Subsec. 165(1.2) formerly. read: 


(1.2) Limitation: on, objections — Notwithstanding subsec- 
tions (1) and.(1.1), no objection may be made by a taxpayer 
to an assessment made under subsection 152(4.2), 169(3) or 
220(3.1) nor, for greater certainty, in respect of an issue for 
which the right of ‘objection has been waived in writing by the 
taxpayer. 

The words in square brackets shown in the 1995,.c. 38 version were 

unintentionally deleted by 1995, c. 38 and should be restored. 


Subsec. 165(1.2) amended by 1995, .c. 21, .s..70, applicable after 
September 26, 1994 to waivers signed at any time. Subsec. (1.2) 
formerly read: 


(1.2) Idem on re eertine eaten (1), no objection 
may be made to an assessment made under subsection 
152(4.2), 169(3) or 220(3.1). 


Subsec. 165(1.2) amended by 1994, .c. 7, Sch. VII (1993, ¢: 24), 
subsec. 98(2); to add reference to subsections 169(3) and 220(3.1). 


Subsec. 165(1.2) ‘added by 1994, c.'7, Sch. II (1991, c. 49), subsec. 
138(1), applicable after 1990; 
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(2) Service — A notice of objection under this sec- 
tion shall be served by being addressed to the Chief 
of Appeals in a District Office or a Taxation Centre 
of the Department of National Revenue and deliy- 
ered or mailed to that Office or Centre. 


Related Provisions: 165(6) — Acceptance of notice of objec- 
tion; 248(7)(a) — Mail deemed received on day mailed. 


History: “Department of National Revenue” substituted for “De- 


partment of National Revenue, Taxation” in subsec. 165(2) by 
1994, c. 13, subsec. 8(1), in force May 12, 1994, 


Subsec. 165(2) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
138(1), applicable to objections made after December 17, 1991. 
Subsec. 165(2) formerly read: 


(2) Service — A notice of objection under this section shall 
be served by being sent by registered mail addressed to the 
Deputy Minister of National Revenue for Taxation at Ottawa. 


Selected Cases [subsec. 165(2)]: Wichartz v. Canada, [1994] 
2 C.T.C. 2344 (TCC) (Informal letter of complaint held to constitute 
objection). 


Forms: T400A: Notice of objection. 


(2.1) Application — Notwithstanding any other 
provision of this Act, paragraph (1)(a) shall apply 
only in respect of assessments, determinations and 
redeterminations under this Part, Part I.1 and Part 
LZ 


History: Subsec. 165(2.1) added by 1994, c. 7, Sch. II (1991, <¢; 
49), subsec. 138(1), applicable to objections made after December 
L7rADOF, 


(3) Duties of Minister — On receipt of a notice of 
objection under this section, the Minister shall, with 
all due dispatch, reconsider the assessment and va- 
cate, confirm or vary the assessment or reassess, and 
shall thereupon notify the taxpayer in writing of the 
Minister’s action. 


Related Provisions: 165(5) — Normal reassessment limitations 
do not apply to reassessment under 165(3); 169 — Appeals; 
244(5) — Proof of service by mail; 244(14) — Date of mailing pre- 
sumed to be date of notification; 248(7)(a) — Mail deemed received 
on day mailed. 


History: Subsec. 165(3) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 98(3). Subsec. (3) formerly read: 


(3) Duties of Minister — On receipt of a notice of objection 
under this section, the Minister shall, 


(a) with all due dispatch reconsider the assessment and 
vacate, confirm or vary the assessment or reassess, or 


(b) where the taxpayer indicates in the notice of objection 
that the taxpayer wishes to appeal immediately to the Tax 
Court of Canada and waives reconsideration of the as- 
sessment and the Minister consents, file a copy of the no- 
tice of objection with the Registrar of that Court, 


and the Minister shall thereupon notify the taxpayer by regis- 
tered mail of the action taken. 


Pre-RSC History: Para. 165(3)(b) substituted by 1988, c. 61, 
subsec. 14(1), in force January 1, 1991. Para. (b) formerly read: 


(b) where the taxpayer indicates in the notice of objection that 
he wishes to appeal immediately either to the Tax Court of 
Canada or to the Federal Court and that he waives reconsider- 
ation of the assessment and the Minister consents, file a copy 
of the notice of objection with the Registrar of the Tax Court 
or in the Registry of the Federal Court, as the case may be, 


Para. 165(3)(b) substituted by 1980-81-82-83, c. 158, s. 58, to sub- 
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stitute “Tax Court of Canada” for “Tax Review Board”, applicable 
from July 18, 1983. 


Selected Cases [subsec. 165(3)]: Maglioccetti y. Canada, 
[1996] 3 C.T.C. 2660 (TCC) (Taxpayer established on balance of 
probability that Minister had not mailed notice of assessment); 
Bowen v. MNR, [1991] 2 C.T.C. 266 (FCA) (Notice of confirmation 
of assessment received after deadline for filing notice of appeal and 
obtaining extension; application for extension of time for filing dis- 
missed); Walkem v. MNR, [1971] C.T.C. 513 (FCTD) (Taxpayer’s 
appeal dismissed against assessments replaced by subsequent 
reassessments). 


I.T. Application Rules: 62(4). 


Interpretation Bulletins: IT-241: Reassessments made after the 
four-year limit. 


Forms: T2008A-1 to 4: Notification of confirmation by the Minis- 
ter, T2008C: Notification of confirmation by District Office or Tax- 
ation Centre Settlement. ; 


(3.1) Decision by Minister of Human 
Resources Development — Notwithstanding 
subsection (3), on receipt of a notice of objection to 
a determination that includes matters relating to 
whether, for the purposes of subdivision a.1 of Divi- 
sion E, 


(a) a taxpayer is an eligible individual in respect 
of a qualified dependant, 


(b) a person is a qualified dependant, or 
(c) a person is a taxpayer’s cohabiting spouse, 


the Minister of National Revenue shall refer those 
matters to the Minister of Human Resources Devel- 
opment who shall, with all due dispatch, decide the 
matters and notify the Minister of National Revenue 
of the decision. 


Related Provisions: 122.62(9) — Advice from Department of 
Health; 165(3.2) — Reconsideration of determination. 


History: Subsec. 165(3.1) amended by 1996, c. 11, para: 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July '12, 1996. This 
will effectively be superseded by the repeal of this provision as per 
draft legislation of April 26, 1995. OTE LS LEE, 


Subsec. 165(3.1) added by 1994, c. 7, Sch. VII (1992, c. 48), s: 20, 
deemed to have come into force January 1, 1993. 


(3.2) Reconsideration of determination — On 
receipt of the notification of a decision of the Minis- 
ter of Human Resources Development under subsec- 
tion (3.1), the Minister of National Revenue. shall, 
with all due dispatch, reconsider the determination to 
which the decision relates and vacate, confirm or 
vary the determination or redetermine in accordance 
with the decision, and shall thereupon notify the tax- 
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payer in writing of that action. 


History: Subsec. 165(3.2) amended by 1996, c. 11, para. 95(h), to 
substitute ‘Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in foree July 12, 1996. This 
will effectively be superseded by the repeal of this sia as per 
draft legislation.of April 26, 1996. 


Subsecs: 165(3:2) added by 1994, c. 7, Sch. VII (1992, c. 48), s. 20, 
deemed to have, come into force January 1, 1993. 


(4) [Repealed] 
History: Subsec. 165(4) repealed by 1994, c. 7, Sch. VIII (1993, c. 
24); subsec. 98(3). Subsec. (4) formerly read: 


(4) Effect of filing of notice of objection — Where the Min- 
ister files a copy of a notice of objection pursuant to pata- 
graph (3)(b), the Minister shall be deemed, for the purpose. of 
section 169,.to have confirmed the assessment to which the 
notice relates and the taxpayer who served the notice shall be 
deemed to have thereupon, instituted an n-appeal 1 in accordance 
with that section. © 

Pre-RSC History: Subsec. 165(4) amended by 1988, c. 61, sub- 

sec. 14(2), to delete “‘or subsection 172(2), as the case may be” from 

the end, in force January 1, 1991. - 


(5) Validity of reassessment — A reassessment 
made by the Minister pursuant to subsection (3) is 
not invalid by reason only of not having been made 
within the period determined under paragraph 
152(4)(b) or (c), as the case may be, within which 
the Minister may reassess tax payable. 


Pre-RSC History: Subsec. 165(5) substituted by 1990, c..39, s. 
44, applicable after April 27, 1989. Subsec. 165(5) formerly. read: 


(5) Validity of reassessment— A reassessment made by 
the Minister pursuant to subsection (3) is not invalid by rea- 
son only of not having been made within 3 years from the day 
of mailing of a notice of an original assessment or of a notifi- 
cation described in subsection 152(4). : 


Subsec. 165(5) substituted by 1984, c. 45, s. 68, to substitute the 
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heading “Validity of reassessment” for “Idem” and to substitute “3 
years” for “4 years”, applicable with respect to 1983 et seq. 


| Interpretation Bulletins: IT-241: Reassessments made after the 


four-year limit. 


(6) Validity of notice of objection — The Minis- 
ter may accept a notice of objection served under 
this section that was not served in the manner re- 
quired by subsection (2). : 
History: Subsec. 165(6) amended by 1994, c. 7, Sch. II (1991, Cc. 


49), subsec. 138(2), applicable to objections made after January 16, 
1992. Subsec. (6) formerly read: 


(6) Waiver as to service of notice — The Minister may ac- 
cept a notice of objection under this section notwithstanding 
that it was not served in duplicate or in the manner required 
by subsection (2). 


(7) Notice of objection not required — Where a 


| taxpayer has served in accordance with this section a 


notice of objection to an assessment and thereafter 
the Minister reassesses the tax, interest, penalties or 
other amount in respect of which the notice of objec- 
tion was served or makes an additional assessment in 
respect thereof and sends to the taxpayer a notice of 
the reassessment or of the additional assessment, as 
the case may be, the taxpayer may, without serving a 
notice of objection to the reassessment or additional 
assessment, 


(a) appeal therefrom to the Tax Court of Canada 
in accordance with section 169; or 


(b) amend any appeal to the Tax Court of Canada 
that has been instituted with respect to the assess- 
ment by joining thereto an appeal in respect of 
the reassessment or the additional assessment in 
such manner and on such terms, if any, as the Tax 
Court of Canada directs. 


Related Provisions: ey 1)(b) — Grounds for appeal by large 
corporation. 


History: That portion of subsec. 165(7) eee ih para. (a) substi- 
tuted by 1994, c.7, Sch, II (1991, c. 49), subsec. 138(3), applicable 
to. 1986 et seg. That portion formerly read: 


(7) No notice of objection required in respect of 
reassessment or additional assessment — Where a tax- 
payer has served a notice of objection to an assessment in ac- 
cordance with this section and thereafter the Minister reas- 
sesses the taxpayer’s tax for the taxation year in respect of 
which the notice of objection was served or makes an addi- 
tional assessment in respect thereof, and sends to the taxpayer 
a notice of the reassessment or of the additional assessment, 
as the case may be, the taxpayer may, without serving a no- 
tice of objection: to the reassessment or additional assessment, 


Pre-RSC History: Paras. 165(7)(a), (b) substituted by 1988, c. 61, 
subsec. 14(3), in force. January 1, 1991. Paras. 165(7)(a), (b) for- 
merly read: 


(a) appeal therefrom to the Tax Court of Canada or the Fed- 
eral Court in accordance with section 169 or subsection 
172(2); or 


(b) if an appeal to'the Tax Court of Canada or the Federal 
Court has been instituted with respect to the assessment, 
amend such appeal by joining thereto an appeal in respect of 
the reassessment or the additional assessment in such manner 
and on such terms, if any, as the Tax Court of Canada or the 
Federal Court directs. 
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Paras. 165(7)(a), (b) substituted by 1980-81-82-83, c. 158, s. 58, to 
substitute “Tax Court of Canada” for “Tax Review Board” and 
“Board”, applicable from July 18, 1983. 


Selected Cases [subsec. 165(7)]: Stephens v. The Queen, 
[1977] C.T.C. 590 (FCTD) (Appeal from reassessment rejected 
when appeal from assessment disposed of). 


Related Provisions [s. 165]: See Related provisions at end of s. 
163. 


Selected Cases [s. 165]: Nova Ban-Corp. Ltd. v. Tottrup, [1989] 
2 C.T.C. 304 (FCTD) (Canada Business Corporations Act does not 
provide basis for creditor to commence proceedings in the Federal 
Court in name of debtor in respect of assessment of tax against 
debtor). 

Definitions [s. 165]: “amount”, “assessment” — 248(1); “filing- 
due date” —150(1), 248(1); “individual”, “Minister”, “pre- 
scribed” — 248(1); “large corporation” — 225.1(8); “taxation 
year” — 249; “taxpayer” — 248(1); “testamentary trust” — 248(1); 
“trust” — 104(1), 108(1), 248(1), (3); “writing” — Interpretation 
Act 35(1). 


General 


166. Irregularities — An assessment shall not be 
vacated or varied on appeal by reason only of any 
irregularity, informality, omission or error on the 
part of any person in the observation of any directory 
provision of this Act. 

Related Provisions: 152(3) — Liability for tax not affected by 
incorrect or incomplete assessment; 152(8) — Assessment valid de- 
spite error; 158 — Assessment payable forthwith; 165(3) — Objec- 


tions — Duties of Minister. See also Related provisions annotation 
at.end of s. 163. 


Selected Cases [s. 166]: Kyte v: Canada, [1997] 2 C.T.C. 15 
(FCA) (Provision covers error in certificate amount in subsec. 
227 41(2)), 


Definitions [s. 166]: “assessment”, “person” — 248(1). 


166.1 (1) Extension of time by Minister — 
Where no notice of objection to an assessment has 
been served under section 165, nor any request under 
subsection 245(6) made, within the time limited by 
those provisions for doing so, the taxpayer may ap- 
ply to the Minister to extend the time for serving the 
notice of objection or making the request. 


Related Provisions: 244(10) — Proof that no notice of objection 
filed. 


(2) Contents of application — An application 
made under subsection (1) shall set out the reasons 
why the notice of objection or the request was not 
served or made, as the case may be, within the time 
otherwise limited by this Act for doing so. 


(3) How application made — An application 
under subsection (1) shall be made by being ad- 
dressed to the Chief of Appeals in a District Office 
or a Taxation Centre of the Department of National 
Revenue and delivered or mailed to that Office or 
Centre, accompanied by a copy of the notice of ob- 
jection or a copy of the request, as the case may be. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
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mailed. 


History: “Department of National Revenue” substituted for “De- 
partment of National Revenue, Taxation” in subsec. 166.1(3) by 
1994, c. 13, subsec. 8(1), applicable May 12, 1994. 


(4) Idem — The Minister may accept an application 
under this section that was not made in the manner 
required by subsection (3). 


(5) Duties of Minister — On receipt of an applica- 
tion made under subsection (1), the Minister shall, 
with all due dispatch, consider the application and 
grant or refuse it, and shall thereupon notify the tax- 
payer in writing of the Minister’s decision. 

Related Provisions: 166.2(1) — Extension of time by Tax Court; 
244(14) — Date of mailing presumed to be date. of notification.; . 


History: Subsec. 166.1(5) amended by 1994, c. 7, Sch. VII (1993, 
c. 24), s. 99. Subsec. (5) formerly read: 


(5) Duties of Minister — On receipt of an application made 
"under subsection (1), the Minister shall, with all due dispatch, 
consider the application and grant or refuse it, and shall there- 
upon notify the taxpayer of the decision by registered mail. 


(6) Date of objection or request if application 
granted — Where an application made under sub- 
section (1) is granted, the notice of objection or the 
request, as the case may be, shall be deemed to have 
been served or made on the day the decision of the 
Minister is mailed to the taxpayer. 


(7) When order to be made — No application 
shall be granted under this section unless 


(a) the application is made within one year after 
the expiration of the time otherwise limited by 
this Act for serving a notice of objection or mak- 
Ing a request, as the case may be; and 


(b) the taxpayer demonstrates that 


(i) within the time otherwise limited by this 
Act for serving such a notice or making such a 
request, as the case may be, the taxpayer 


(A) was unable to act or to instruct another 
to act in the taxpayer’s name, or 


(B) had a bona fide intention to object to 
the assessment or make the request, 


(ii) given the reasons set out in the application 
and the circumstances of the case, it would be 
just and equitable to grant the application, and 


(iii) the application was made as soon as cir- 
cumstances permitted. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


History: S. 166.1 added by 1994, c. 7, Sch. II (1991, c. 49), s. 139, 
applicable to applications filed after January 16, 1992. 


Definitions [s. 166.1]: “assessment”, “Minister”, “taxpayer” — 
248(1); “writing” — Interpretation Act 35(1). 


166.2 (1) Extension of time by Tax Court — A 
taxpayer who has made an application under subsec- 
tion 166.1[(1)] may apply to the Tax Court of Can- 
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ada to have the application granted after either 
(a) the Minister has refused the application, or 


(b) 90 days have elapsed after service of the ap- 
plication under subsection 166.1(1) and the Min- 
ister has not notified the taxpayer of the Minis- 
ter’s decision, . | 


but no application under this section may be made 
after the expiration of 90 days after the day on which 
notification of the decision was mailed to the 
taxpayer. 


(2) How application made — An application 
under subsection (1) shall be made by filing in the 
Registry of the Tax Court of Canada, or by sending 
by registered mail addressed to an office of the Reg- 
istry, 3 copies of the documents referred to in sub- 
section 166.1(3) and 3 copies of the notification, if 
any, referred to in subsection 166.1(5). 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


Selected Cases reubaae 166.2(2)]: Bordieri v. Canada, [1995] 
PN Go bes Salah Ko GR v2) (Courier service does not comply wath statutory 
requirement). 


(3) Copy to Deputy Minister — The Tax Court of 
Canada shall send a copy of each application made 
under this section to the office of the Deputy Minis- 
ter of National Revenue. 

History: “Deputy Minister of National Revenue” substituted for 


‘Deputy Minister of National Revenue for Taxation” in subsec. 
166.2(3) by 1994, c. 13, subsec. 7(1), applicable May 12,1994. 


(4) Powers of Court — The Tax Court of Canada 
may grant or dismiss an application made under sub- 
section (1) and, in granting an application, may im- 
pose such terms as it deems just or order that the no- 
tice of objection be deemed to have been served on 
the date of its order. 


(5) When application to be granted — No ap- 
plication shall be granted under this’ section unless 


(a) the application was made under subsection 
166.1(1) within one year after the expiration of 
the time otherwise limited by this Act for serving 
a notice. of objection.or making a request, as the 
case may be; and. 
(b) the taxpayer demonstrates that 
(i) within the’ time otherwise limited by this 
Act for serving such a notice or making such a 
request, as the case may be, the taxpayer 


(A) was unable to act or to instruct another 
_to act in the taxpayer’s name, or 


(B) had a bona fide intention to object to 
the assessment or make the request, 


(ii) given the reasons set out in the application 
and the circumstances of the case, it would be 
just and equitable to grant the application, and 


(iii) the application was made under subsec- 
tion 166.1(1) as soon as circumstances 


S..167 


permitted. 


Related Provisions: 169 —.Appeals. 
| History: S..166.2 added: by 1994, c.:7, Sch. I (1991, c. 49), s. 139, 


applicable to applications filed after January 16, 1992. 
Definitions [s. 166.2]: “Minister? “taxpayer” — 248(1). . 


167. (1) Extension of time to appeal — Where 
an appeal to the Tax Court of Canada has not been 
instituted by a taxpayer under section 169 within the 
time limited by that section for doing so, the tax- 
payer may make an application. to the Court for an 
order, extending the time. within which the. appeal 
may be instituted and the Court may make an order 
extending the time for appealing and: may impose 
such terms as it deems just. 


_ Selected Cases [subsec. 167(1)]: Kershaw v. Canada, [1992] 


1 C.T.C. 301 (FCA) (Application to extend time to file notice of 
objection grates): 


(2) Contents of application — An application 


_ made under. subsection (1).shall set .out the reasons 


why the appeal was not instituted within the time 
limited by section 169 for doing so. 


History: Subsecs. 167(1), (2) substituted by. 1994, c..7, Sch.. Il 


(1991, c. 49), s. 139, applicable to applications filed after January 


16, 1992. Those subsecs. formerly read: 


167. (1) Application to Tax Court.of Canada for time ex- 
tension — Where no objection to an assessment under sec- 
tion 165, appeal to the-Tax Court of Canada under section 
169 or request under subsection 245(6) has been made or in- 
stituted within the time limited by that provision for doing so, 
an application may: be made to the Tax Court of Canada for 
“ an order extending the time within which a notice of objec- 
tion may be served, an appeal instituted or a request made, 
and the Court may, if in its opinion the circumstances of the 
case are such that it would™be just and equitable to do so, 
make an-order extending the time of objecting, appealing or 
making a request.and may impose such terms.as it deems just. 


(2) Idem — The application referred to in subsection (1) 
shall set out the-reasons why it was not possible to serve the 
notice of objection, institute the appeal to the Court or make 
the request under subsection 245(6), as the case may be, 
within the time otherwise limited by this’ Act for so doing. 


Pre-RSC History: Subsecs. 167(1), (2) substituted by 1988, c. 55, 
subsec.. 146(1).Subsecs. 167(1), (2) formerly read; 


167. (1) Application to [Tax Court] for time extension — 
Where no objection to:an assessment under section; 165 or 
appeal to the Tax Court of Canada under section 169 has been 
made or instituted within the time limited by section 165 or 
169, as the case may be, for doing so, an applicatron may be 
made to the Tax Court of Canada for an: order extending the 
time. within which a notice of objection may. be served or an 
appeal instituted and the Court may, if in its opinion the cir- 
cumstances of the case are such that it would be just and eq- 
uitable to do so, make an order extending the time for ob- 
jecting or appealing and may impose such terms as it deems 
just. 


(2) Idem — The application referred to in subsection (1) 
shall set forth the reasons why it was not possible to serve the 
notice of objection or institute the appeal to the Court within 
the time otherwise limited by. this Act for so doing. 


“Tax Court of Canada” substituted for “Tax Review Board” and 
“Court” for “Board” in subsecs.. 167(1), (2) by 1980+81-82-83, c. 
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158, s. 58, applicable from July 18, 1983. 


(3) How application made — An application 
under subsection (1) shall be made by filing in the 
Registry of the Tax Court of Canada, or by sending 
by registered mail addressed to an office of the Reg- 
istry, 3 copies of the application accompanied by 3 
copies of the notice of appeal. 
Related Provisions: 165(2) — Service. 


History: Subsec. 167(3) substituted by 1994, c. 7, Sch. IT (1991, c. 
49), s. 139, applicable to applications filed after January 16, 1992. 
Subsec. 167(3) formerly read: 
(3) How application made — An application under subsec- 
tion (1) shall be made by filing with the Registrar of the Tax 


Court of Canada or by sending by registered mail addressed. « 


to the Registrar of the Tax Court of Canada at Ottawa. three 
copies of the application accompanied by three copies of a 
notice of objection or notice of appeal, as the case may be. 


Pre-RSC History: “Tax Court of Canada” substituted for “Tax. 


Review Board” in subsec. 167(3) by 1980-81-82-83, c. 158, s. 58, 
applicable from July 18, 1983. ; 


(4) Copy to Deputy Attorney General — The 
Tax Court of Canada shall send a copy of each appli- 
cation made under this section to the office of the 
Deputy Attorney General of Canada. 

History: Subsec. 167(4) added by 1994, c. 7, Sch. II (1991, c. 49), 
s. 139, applicable to applications filed after January 16, 1992. 


Pre-RSC History: (For former 167(4) see History to 167(5).) 


(5) When order to be made — No order shall be 
made under this section unless : 


(a) the application is made within one year after 
the expiration of the time limited by section 169 
for appealing; and Fo? SC NE 


(b) the taxpayer demonstrates that 
(i) within the time otherwise limited by sec- 
tion 169 for appealing the taxpayer 


(A) was unable to act or to instruct another 
to act in the taxpayer’s name, or 


(B) had a bona fide intention to appeal, 


(ii) given the reasons set out in the application 
and the circumstances of the case; it would be 
just and equitable to grant the application, 


(iii) the application was made as soon as cir- 
cumstances permitted, and 


(iv) there are reasonable grounds for the 
appeal. — 
Related Provisions: 169 — Appeal. 


History: Subsec. 167(5) substituted by 1994,c. 7, Sch. IT (1991, c. 
49), s. 139, applicable to applications filed after January 16, 1992. 
Subsec. 167(5) formerly read: 


(5) When order to be made — No order shall be made 
under subsection (1) 


(a) unless the application to extend the time for objecting 
or appealing, or making the request, as the case may be, 
is made within one year after the expiration of the time 
otherwise limited by this Act for objecting to or appeal- 
ing from the assessment in respect of which the applica- 
tion is made or for making the request under subsection 
245(6), as the case may be; - 
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(b) if the Tax ‘Court of Canada has: previously made an_ 
order extending the time for objecting to or appealing 
from the assessment or making the request, as the case 
may be; and 


(c) unless the Tax Court of Canada is satisfied that 


(i) but for the circumstances mentioneéd in subsection 
(1), an objection, appeal or request would have been 
made. or instituted within the time otherwise limited 
by this Act for so doing, . 


(ii) the application was brought as soon as circum- 
stances permitted it to be brought, and 


(iii) there are reasonable grounds for objecting to or 
appealing from, the assessment) or making the 
request. 


Pre-RSC History: Former subsec..167(4) repealed, 167(5) substi- 
tuted, by 1988, c. 61, ss. 15, 45(2), in force January 1, 1991. Sub- 
secs. (4), (5) formerly read: ‘ 


_ (4) Application for time extension to Federal Court — 
Where no appeal to the Federal Court of Canada under sec- 
tion 172 has been instituted within the time limited by that 
section, an application may be made to the Federal Court of 
Canada by notice filed in the Court and served on the Deputy 
Attorney General of Canada at least 14 days. before the appli- 
cation, is returnable for an order extending the time within 
which such appeal may be instituted and the Court may, if in 
its opinion the circumstances of the case are such that it 
would be just and equitable to do $0, make an ordet extending © 
the time for appealing and may impose-such terms as it deems 
just. 


(5) When order to be made —.No order shall. be made 
_ under subsection (1) or (4) 


(a) unless. the application to extend the time for objecting, 
appealing or making the request,.as the case may be, is 
made within one year after the expiration of the time oth- 
erwise limited by this Act for objecting to or appealing 
from the assessment in respect of which the application is 
made or for making the request under subsection 245(6), 
as the case may be; 


(b) if the Tax Court of Canada or Federal Court has pre- 
viously made an order extending the time for objecting to 
or appealing from the assessment or making the request, 
as the case maybe; and 


(c) unless: the ‘Tax Court of Canada or Federal Court is. 
satisfied that 


(i) but for the circumstances mentioned in subsection 
(1) or (4), as the case may be, an objection, appeal or 
request would have been made or instituted within 
the time otherwise limited by this Act for so doing, 


(ii) the application was brought as soon as circum- 
stances permitted it to be brought, and 


(ili) there are reasonable grounds for objecting to or 
appealing from the assessment or making the 
request. 


Subsec. 167(5) substituted by 1988, c. 55, subsec. 146(2). Subsec. 
167(5) formerly read: 


(5) When order to be made —No order shail be made 
. under subsection (1) or (4) 


(a) unless the application to extend the time for objecting 
or appealing is made within one year after the expiration 
of the time otherwise limited by this Act for objecting to 
or appealing from the assessment in respect of which the 
application is made; 


(b) if the Tax Court of Canada or Federal Court has pre- 
viously made an order extending the time for objecting to 
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or appealing from the assessment; and 


(c) unless the Tax Court of Canada or Federal Conrt, is 
satisfied that, 


(i) but for the circumstances mentioned in subsection 
(1) or (4), as the case may be, an objection or appeal 
would have been made or taken within the time oth- 
erwise limited by this Act for so doing, 


(ii) the application was brought as soon as circum- 
stances permitted it to be brought, and 


(iii) there are reasonable grounds for objecting to or 
appealing from the assessment. 


“Tax Comt of Canada or Federal:Court’? substituted for “Board or 
Court” in paras. 167(5)(b), (c) by: 1980-8 1-82-83, c. 158, s. 58, ap- 
plicable from July 18, 1983. 


Selected Cases [subsec. 167(5)]: Kershaw v. Canada, [1992] 
1 C.T.C. 301 (FCA) (Application to extend time to file notice of 
objection granted); Minuteman Press of Canada Co. Lid. v. MNR, 
[1988] 1 C.T.C. 440 (FCA) (Taxpayer’s notice of appeal not appli- 
cation for extension of delays; appeal dismissed when filed after 
prescribed delay); The Queen v. Pennington, [1987] 1 C.T.C. 235 
(FCA) (Circumstances not justifying application for extension of 
time to file late notice of objection); The Queen v. Tohms, [1985] 2 
C.T.C. 130 (FCA) (Extension allowed due to physical condition of 
taxpayer); Maclsaac v. The Queen, [1983] C.T.C. 213 (FCTD) (Re- 
vision of assessments cannot be obtained after time for filing notice 
of objection expired); Tic Toc Tours Ltd. v. MNR, [1982] C.T.C. 
264 (FCA) (Extension permitted where accountant failed to file no- 
tice of objection in time). 


Definitions [s. 167]: “taxpayer” — 248(1). 
Revocation of Registration of Certain 
Organizations and Associations 


168. (1) Notice of intention to revoke registra- 
tion — Where a registered charity or a registered 
Canadian amateur athletic association 


(a) applies to the Minister in vrs for revoca- 
tion of its registration, 


(b) ceases to comply with the requirements of this 
Act for its registration as such, 


(c) fails to file an information return as and hen 
required under this Act or a regulation, 


(d) issues a receipt for a gift or donation other- 
wise than in accordance with this Act and the 
regulations or that contains false information, 


(e) fails to comply with or contravenes any of 
sections 230 to 231.5, or 


(f) in the case of a registered Canadian amateur 
athletic association, accepts a gift or donation the 
granting of which was expressly or impliedly 
conditional on the association making a gift or 
donation to another person, club, society or 
association, 

the Minister may, by registered mail, give notice to 

the registered charity or registered Canadian amateur 

athletic association that the Minister proposes to re- 

voke its registration. 

Related Provisions: 149.1(2) — Revocation of registration of 


charity; 149.1(3) — Revocation of registration of public foundation; 
149.1(6.5) — Revocation of designation; 172(3)(a) — Appeal from 


S. 168 


revocation; 180(1) — Appeals to Federal Court of Appeal; 188(1), 
(2) — Revocation tax; 230(2) — Charity must keep 'tecords to allow 
Minister to determine if there are grounds for revocation of registra- 
tion; 244(5) — Proof of service by mail; 248(1)“registered Cana- 
dian amateur athletic association”, “registered charity” — Applica- 
tion for registration; 248(7)(a) — Mail deemed sia on day 
mailed. 


Pre-RSC History: Para. 168(1)(e) amended by 1986, c. 6, s. 91, to 
substitute “any of sections 230 to 231.5” for “section 230 or 231”. 


Subsec. 168(1) amended by 1976-77, c. 4, s. 87-and Schedule II, 
applicable to 1977 et seq. to substitute “registered eng for “reg- 
istered Canadian charitable organization”. 


Selected Cases [subsec. 168(1)]: Renaissance International v. 
MNR, [1982] C.T.C. 393 (FCA) (Failing to file notice of intention 
to revoke registration violated rules of natural justice). 


Interpretation Bulletins: fT: 496: Non- -profit organizations. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: 1280: Information — Registered charities and registered 


- Canadian amateur athletic associations; T2050: Application for in- 


come tax registration for Canadian amateur athletic associations and 
Canadian charities; T2052: Registered Canadian amateur athletic 
association return of information. 


(2) Revocation of registration — Where the 
Minister gives notice under subsection (1) to a regis- 
tered charity or to a registered Canadian amateur ath- 
letic association, 


(a) if the charity or association has applied to the 
Minister in writing for the revocation of its regis-. 
tration, the Minister shall, forthwith after the 
mailing of the notice, publish a copy of the notice 
in the Canada Gazette, and 


(b) in any other case, the Minister may, after the 
expiration of 30. days from the day of mailing of 
the notice, or after the expiration. of such ex- 
tended period from the day of mailing of the no- 
tice as the Federal Court of Appeal or a judge of 
that Court, on application made at any time 
before the determination of any appeal pursuant 
to subsection 172(3) from the giving of the no- 
tice, may fix or allow, publish.a copy of the no- 
tice in the Canada Gazette, 


and on that publication of a copy of the notice, the 
registration of the charity or association is revoked. 


Related Provisions: 149.1(4) — Revocation of registration of 
private foundation; 188(1)— Penalty tax; 172(3)— Appeal from 
refusal to register or revocation of registration; 180 —.Appeals to 
Federal Court of Appeal; 188(1) — Revocation tax. 


Pre-RSC History: Subsec. 168(2) substituted by 1984, c..45, s. 
69, to substitute “charity” for “organization” and to substitute “on” 
for “upon”, applicable to taxation years commencing after 1983. 


_ “Registered charity” substituted for “registered Canadian charitable 


organization” in subsec. 168(2) by 1976-77, c. 4, s. 87 and Schedule 
II, applicable to 1977 et seq. : 


Information Circulars [s. 168]: 80-10R: Registered charities: 
operating a registered charity. 


Definitions [s. 168]: “contravene” — Jnterpretation Act 35(1); 
“Minister”, “person”, “registered Canadian amateur athletic associa- 
tion”, “registered charity”, “regulation” — 248(1); “writing” — In- 
terpretation Act 35(1). : 


9” 66 
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169. (1) Appeal — Where a taxpayer has served no- 
tice of objection to an assessment under section: 165, 
the taxpayer may appeal to the Tax Court of Canada 
to have the assessment vacated or varied after either 


(a) the Minister has confirmed the assessment or 
reassessed, or 


(b) 90 days have elapsed after service of the no- 
tice of objection and the Minister has not notified 
the taxpayer that the Minister has vacated or con- 
firmed the assessment or reassessed, 


but no appeal under this section may be instituted af- 


ter the expiration of 90 days from the day notice has 


been mailed to the taxpayer under section 165 that 


the Minister has confirmed the assessment or 
reassessed. 


Related Provisions: 167 — Application for time extension; 
170 — Informal procedure appeals; 173(2), 174(5) — Time during 


179.1 — Where no reasonable grounds for appeal; 225.1(3) — Col- 
lection restrictions. 

Selected Cases [subsec. 169(1)]: Dural Products Ltd: v. MNR, 
[1992] 2 C.T.C. 2734 (TCC); on appeal (Dissolved former wholly- 
owned subsidiary’s right of appeal against assessment cannot be as- 
signed to parent corporation); 460354 Ontario Inc. v. MNR, [1992] 
2 C.T.C. 287 (FCTD) (Reassessment of dissolved corporation ‘was 
valid administrative proceeding brought within 5 years of dissolu- 
tion in accordance with Ontario Business. Corporations Act, s. 241: 
appeal therefrom was valid as final stage of proceeding commenced 
by reassessment, and not commencement of an action). 

Forms: T400A: Notice of objection; TLA4: Notification of-rejec- 
tion of notice of objection; TLA7: Filing appeals to the a ax’ Court 
of Canada. 


(2) Limitation of right to appeal from 
assessments or determinations — Notwith- 
standing subsection (1), where at any time the Minis- 
ter assesses tax, interest or penalties payable under 
this Part by, or makes a determination in respect of, a 
taxpayer 


(a) under subsection 67.5(2), subparagraph 


152(4)(b)(i) or subsection 152(4. 3) or (6), 


164(4.1), 220(3.4) or-245(8) or in accordance 


with an order of a court vacating, varying or re-. 


storing the assessment or referring the assessment 
back to the Minister for reconsideration and 
reassessment 


General procedure appeals;’ 


time, 
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(b) under subsection 165(3) where the. underlying 
objection relates to an assessment or a determina- 
tion made under any,of the.provisions or circum- 
stances referred to in paragraph (A), Ole 


(c) under a provision of an Act of Parliament re- 
quiring an assessment tobe made that, but for 
that provision, would not be made because. of 
subsections 152(4) to (5), 


the taxpayer may appeal to the Tax Court is Canada 
within the time limit specified in subsection (1) only 
to the extent that the reasons for the appeal can rea- 
sonably be regarded as relating to a matter that gave 
rise to the assessment or determination and that was 
not conclusively determined by the Court, and this 


_ subsection shall not be read or construed as’limiting 


the right of the taxpayer to appeal from an assess- 
ment or a determination issued or made before. that 
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Related Provisions: 165(1.1) — Limitation of right to object to 
assessments or determinations. 


History: Para. 169(2)(a) amended by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 100(1), to add reference to subsection 152(4.3). 


S. 169 renumbered as subsec. 169(1), and subsec. (2) added, by 
1994, c. 7, Sch. II (1991, c. 49), s. 140, applicable to appeals from 
assessments or determinations objected to after December 17, 1991. 


Pre-RSC History: Para. 169(b) substituted by 1984, c. 45, s. 70, to 
substitute “90” for “180”, applicable to notices of objection served 
after December 20, 1984. 


“Tax Court of Canada” substituted for “Tax Review Board” in the 
heading preceding s. 169 in that portion of s. 169 preceding para. (a) 
by 1980-81-82-83, c. 158, s. 58, applicable from July 18, 1983. 


(2.1) Limitation on appeals by large corpora- 
tions — Notwithstanding subsections. (1).and. (2), 
where a corporation that was a large corporation in a 
taxation year (within the meaning assigned by sub- 
section 225.1(8)) served a notice of objection to an 
assessment under this. Part for the year, the corpora- 
tion may appeal to the Tax Court of Canada to have 
the assessment vacated or varied only with respect to 


(a) an issue in respect of which the corporation 
has complied with, Sr PSEGHOD 165(1.11) in the 
notice, or 


(b) an issue described in Gite cna 165(1.14) 
where the corporation did not, because of subsec- 
tion 165(7), serve a notice of objection to, the as- 
sessment that gave rise to the issue 


and, in the case of an issue described in paragraph 
(a), the corporation may so appeal only with respect 
to the relief sought in respect of the issue as speci- 
fied by the corporation in the notice. 

Related Provisions: 171(1) — Jurisdiction of Tax Court on 
appeal. 


History: Subsec. 169(2.1) added by 1995, c. 21, s. 71, it Sept to 
appeals instituted after June 22, 1995. 


(2.2) Waived issues — Notwithstanding subsec- 
tions (1) and (2), for greater certainty a taxpayer may 
not appeal to the Tax Court of Canada to have an 
assessment under’ this Part vacated or varied in re- 
spect of an issue for which the right of objection or 
appeal has been waived in writing by the taxpayer. 
Related Provisions: 165(1.2) — No objection permitted’ where 
right to object waived. 


History: Subsec. 169(2.2) added by 1995, c. 21, s. 71, applicable 
after June 22, 1995 to waivers signed at any time. 


(3). Disposition of appeal on consent — Not- 
withstanding section 152, for the purpose of .dispos- 
ing of an appeal made.under a provision of this Act, 
the Minister may at. any time, with, the consent in 


S.170 


| writing of the taxpayer, reassess tax, interest, penal- 


ties or other amounts hain under this Act by the 
taxpayer. 


Related Provisions: 165(1. Ate mee of. right. to sib 
169(4) — Provisions applicable; 225.1(1) — No collection restric- 
tions following assessment. 


(4) Provisions applicable-—_Division I. applies, 
with such modifications as the circumstances re- 
quire, in respect of a reassessment made under sub- 
section (3) as though it had been made under section 
152. 


History: Subsecs. 169(3) and (4) added by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 100(2). 


Selected Cases [s. 169]: 495187 Ontario Ltd. v. MNR, [1992] 1 
C.T.C. 356 (FCA) (Sole shareholder of dissolved corporation al- 
lowed to appeal reassessment against company); Bowen v. MNR, 
[1991] 2 C.T.C: 266 (FCA) (Notice of confirmation of assessment 
received after deadline for filing notice of appeal and obtaining ex- 
tension; application for extension of time for filing dismissed); Min- 
uteman Press of Canada Co. Ltd. v. MNR, [1988] 1 -C.T.C...440 
(FCA) (Taxpayer’s notice of appeal not found to be extension. of 
time; appeal dismissed when filed after the 90-day limit); Danielson 
v. MNR, [1986] 2 C.T.C. 341 (FCTD) (Application for certiorari 
not appropriate procedure for appeal against assessment); Hart et al. 
v. MNR, [1986] 2.C.T.C. 63 (FCTD);.appealed to FCA (May 30, 
1986), File A-329-86 (Income tax assessment cannot be challenged 
by motion to quash); Gibbs v. MNR, [1984] C.T.C. 434, (FCTD) 
(Assessment cannot be challenged by motion to quash); The Queen 
v. Parsons; The Queen v.-Flemming Estate, (1984) C.T.C. 352 
(FCA) (Assessment can be challenged only upon appeal provisions, 
not by motion to quash); The Queen v. B & J Music Ltd., [1980] 
C.T.C. 287 (FCTD) (Assessment not in issue; Tax Review Board 
had no jurisdiction to hear appeal). 


Definitions [s. 169]: “assessment”, “Minister”, 
248(1); “writing” — Interpretation Act 35(1). 


I.T. Application Rules [ss. 169-180]: 62(5). 


“taxpayer” — 


170. (1) [Informal appeals —j] Notice to 
Deputy Minister — Where an appeal is made to 
the Tax Court of Canada under section 18 of the Tax 
Court of Canada Act, the Court shall forthwith send 
a copy of the notice of the appeal to the office of the 
Deputy Minister of National Revenue. 

History: “Deputy Minister of National Revenue” substituted for 


“Deputy Minister of National Revenue. for, Taxation” in, subsec; 
170(1) by. 1994, c.. 13, subsec: 7(1), applicable May..12, 1994. 


(2) Notice, etc., to be forwarded to Tax Court 
of Canada — Forthwith after receiving ‘notice 
under subsection (1) of an appeal, the Deputy Minis- 
ter of National Revenue shall forward to the Tax 
Court of Canada copies of all returns, notices of as- 
sessment, notices of objection and notification, if 
any, that are relevant to the appeal. 

History: “Deputy Minister of National Revenue” substituted for 


‘Deputy. Minister of National. Revenue. for Taxation” in subsec. 
170(2) by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


Related Provisions: 169 — Appeal. 


Pre-RSC History [s. 170]: Subsec. 170(1) amended by 1988, c. 
61, s. 16, to add “under section 18 of the Tax Court of Canada Act” 
and to substitute “a copy of the notice” for “a note”, in force Janu- 
ary 1, 1991,, 
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S. 170 


“Tax Court of Canada” substituted for “Board” in’s. 170 by'1980- 
81-82-83, c. 158, s. 58, applicable from July 18, 1983. 


Definitions [s. 170]: “assessment” — 248(1). 
I.T. Application Rules [s. 170]: 62(5). 


171. (1) Disposal of appeal — The Tax Court of 
Canada may dispose of an appeal by 


(a) dismissing it; or 

(b) allowing it and 
(i) vacating the assessment, 
(ii) varying the assessment, or 


(iii) referring the assessment back to the Min- 
ister for reconsideration and reassessment. 


Related Provisions: 152(1.2) —- Assessment — provisions appli- 
cable; 169 — Appeal; 202(3) Returns and payment of estimated 
tax — provisions applicable; 227(7) — Withholding : taxes; 
227(10) — Assessment. 


Selected Cases [subsec. 171(1)]: Ashby v. Canada, [1996] 1 
C.T.C. 2464 (TCC) (Deductions made but not remitted differ from 
case where deductions not made); Low (A.H.) v. Canada, [1993] 2 
C.T.C. 2227 (TCC) (Court had no jurisdiction to order payment of 
refund); McCambridge v. The Queen, [1979] C.T.C. 473 (FCA) 
(Appeal to Tax Review Board cannot be disposed of by administra- 
tive action; requires positive order or judgment by member of Tax 
Review Board). 


(2), (3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 171(2), (3) repealed by 1984, c. 45, s, 
71, applicable with respect to appeals disposed of after December 
20, 1984. Subsecs. 171(2), (3) formerly read: 


(2) Assessment under s, 246 — Where an appeal relates to 
an assessment or reassessment made. pursuant to.a direction 
given under section 246, the Tax Court of Canada has no ju- 
risdiction to vacate or vary the assessment in so far as it is 
made in accordance with that direction; and, if it appears that 
the only. matter at issue in-the-appealyis; whether one of the 
purposes of the transaction or transactions was.the avoidance »; 
or reduction of taxes, the Tax Court of Canada shall forthwith " 
dismiss the appeal. ” z 


(3) Costs — No costs may be awarded by the Tax Court of 
Canada on the disposition of an appeal. 


(4) [Repealed] 


History: Subsec. 171(4) repealed by 1994, c. 7, Sch. IX (1995)"c. 
27), s. 215; applicable June 10, 1993. Subsec: (4) formerly read: 


(4) Copy of decision to Minister and appellant — On ‘the 
disposition of an appeal referred. to in section 18 of-the Tax 
Court of Canada Act, the Tax Court of Canada shall forth- 
with forward, by registered mail, a copy of the decision and 
written reasons, if any, given therefor to the Minister and the 
~ appellant. 


Pre-RSC History: Subsec. 171(4) substituted by 1988, c. 61.8. 
17, in force January 1, 1991. Subsec. 171(4) formerly read: 


(4) Copy of decision to Minister and appellant — Upon 
the disposition of an appeal, the Tax Court of Canada shall 
forthwith forward, by registered mail, a copy of the decision 
and any written reasons given therefor to the Minister and:the . 
appellant. 


“Tax Court of Canada” substituted for “Board” in s. 171 by 1980- 
81-82-83, c. 158, s. 58, applicable from July. 18, 1983. 


Definitions [s. 171]: “assessment”, “Minister” — 248(1). 
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172. (1), (2) [Repealed under former Act] 


Pre-RSC History: Subsecs. 172(1), (2) repealed by 1988, c. 61, 
subsec. 18(1), in force January 1, 1991. Subsecs. 172(1), (2) for- 
merly read: 


172. (1) Appeal — The Minister or the taxpayer may, within 
120 days from the day on which the Registrar of the Tax 
Court of Canada mails the decision on an appeal under sec- 
tion 169 to the Minister and the taxpayer, appeal to the Fed- 
eral Court of Canada. 


(2) Appeal to Federal Court of Canada — Where a tax- 
payer has served a notice of objection to an assessment under 
section 165, he may, in place of appealing to the Tax Court of 
Canada under section 169, appeal to the Federal Court of 

Canada at a time when, under section 169, he could have ap- 
pealed to the Tax Court of Canada. 


“Tax Court of Canada” substituted for “Tax Review. Board” in sub- 
secs. 172(1), (2) by 1980-81-82-83, c. 158, s. 58, applicable from 
July 18, 1983. 


(3) Appeal from refusal to register, 
revocation of registration, etc. — Where the 
Minister 


(a) refuses to register an applicant for registration 
as a charitable organization, private foundation, 
public foundation or Canadian amateur athletic 
association, or gives notice under subsection 
149.1(2), (3), (4) or (4.1) or 168(1) to any such 
organization, foundation or association that the 
Minister proposes to revoke its registration, 


(a.1) designates or refuses to designate a regis- 
tered charity pursuant to subsection 149.1(6.3) of 
this Act or subsection 110(8.1) or (8.2) of the Jn- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, 


(b) refuses to accept for registration for the pur- 
poses of this Act any retirement savings plan, 


(c) refuses to accept for registration for the pur- 
poses of this Act any profit sharing plan or re- 
vokes the registration of such a plan, 


(d) refuses to issue a certificate of exemption 
under subsection 212(14), 


(e) refuses to accept for registration for the pur- 
poses of this Act any education savings plan or 
revokes the registration of any such plan, 


(f) refuses to register for the purposes of this Act 
any pension plan or gives notice under subsection 
147.1(11) to the administrator of a registered pen- 
sion plan that the Minister proposes to revoke its 
registration, 


(f.1) refuses to accept an amendment to a regis- 
tered pension plan, or 


(g) refuses to accept for registration for the pur- 
poses of this Act any retirement income fund, 


the applicant or the organization, foundation, associ- 
ation or registered charity, as the case may be, in a 
case described in paragraph (a) or (a.1), the applicant 
in a case described in paragraph (b), (d), (e) or (g), a 
trustee under the plan or an employer of employees 
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who are beneficiaries under the plan, in a case de- 


scribed in paragraph (c), or the administrator of the- 


plan or an employer who participates in the plan, ina 
case described in paragraph (f) or (f.1), may appeal 
from the Minister’s decision, or from the giving of 
the notice by the Minister, to the Federal Court of 
Appeal. 

Related Provisions: 147.1(13) — Revocation of registration; 
168(2) — Revocation of registration of certain organizations; 
172(4), (5) — Deemed refusal to. register; 175 — Institution of ap- 
peals; 180(1) — Appeals to Federal Court of Appeal; 204.81(9) 
Right of appeal; 212(14) — Certificate of exemption. 

History: Para. 172(3)(a) amended by 1994, c:7, Sch. II (1991, c. 
49); s..141, to substitute “149.1(2), (3), (4) or (4:1) or 168(1)” for 
“168(1)”, applicable after 1989. 

Pre-RSC History: All that portion of subsec..172(3), following 
para. (e) substituted by 1990, c. 35, subsec, 18(1), applicable after 
1988. That portion formerly read: 


(f) [Repealed] 
(g) refuses to accept for registration for the purposes of 


this Act any retirement income fund or revokes the regis-- © 


tration of any such fund, 


the applicant or the organization, foundation, association or 
registered charity, as the case may be, in a case described in 
paragraph (a) or (a.1), the applicant in a case described in par- 
agraph (b), (d), (e) or (g) or a trustee under the plan or an 
employer of employees who are beneficiaries under the plan, 
in a case described in paragraph (c), may appeal from such 
decision or from the giving of such. notice to. the Federal 
Court of Appeal. 


Para. 172(3)(a.1) amended by 1988, c. 55, subsec. 147(1), to substi- 
tute “subsection 110(8.1) or (8.2) or 149.1(6.3)” for “subsection 
110(8.1) or (8.2)”, applicable to 1988 et seq. 


Para. 172(3)(f) repealed, and all that portion of subsec. 172(3) fol- 
lowing para. (g) substituted to delete reference to paragraph ((f) fol- 
lowing “in a case described in paragraph (b), (d), (e)”, by 1986,.c. 6, 
subsecs. 92(1), (2). Para. (f) formerly read: 


(f) refuses to accept for registration for the purposes of this 
Act any home ownership savings plan or revokes the registra- 
tion of any such plan, or 


Para. 172(3)(a) and that portion of subsec. 172(3) following para. 
(g) substituted and para. (a.1) added by 1984, c. 45, subsecs. 72(1), 
(2), applicable with respect to designations and applications made 
after February 15, 1984. Para. 172(3)(a) and that portion following 
para. (g) formerly read: 


(a) refuses to register an applicant for registration as .a 
registered charity or registered Canadian amateur athletic 
association, or gives notice under subsection 168(1). to 
such a charity or association that he proposes to revoke 
its registration 


the applicant or the charity or association, as the case may be, 
in a case described in paragraph (a), the applicant in a case 
described in paragraph (b), (d), (e); (f) or (g) or a trustee 
under the plan or an employer of employees who are benefi- 
ciaries under the plan, in a case described in paragraph (c), 
may, notwithstanding section 24 of the Federal Court Act, 
appeal from such decision or from the giving of such notice 
to the Federal Court of Appeal. 


Para. 172(3)(g) added, all that portion after para. (f) substituted by 
1977-78, c: 32, subsec. 41(1), to add reference to para. (g). 


Para. 172(3)(a), all that portion of subsec. 172(3) following para. (f) 
substituted by 1977-78, c. 1, subsecs. 79(1), (2), applicable to 1977 
et seq., to substitute “charity” for “organization”. 


S,.172(4), 


“Registered charity” substituted for “registered Canadian charitable 
organization” in para. 172(3)(a) by 1976-77, c. 4, s. Bi and Sched- 
ule II, applicable to 1977 et Seq. 


_ All that portion of subsec. 172(3) following para. (d) substituted by 


1974-75-76, c. 26, subsec. 108(1), applicable, as to para. 172(3)(e), 


_ to 1972 et seq., and, as to para. 172(3)(6), to 1974 et seq. That por- 


tion formerly read: 


the applicant or the organization or association, as the case 
may be, in a case described in paragraph (a), the applicant in 
a case described in paragraph (b) or (d), or a trustee under the 
plan or an employer of employees who are: beneficiaries 
under the plan, in a case described in paragraph (c), may, not- 
withstanding section 24 of the Federal Court Act, appeal 
from such decision or from the giving of such notice to the 
Federal Court of Appeal. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). : 


Information Circulars: 80-10R: Registered charities: operating a’ 
registered charity. 


Selected Cases [subsec. 172(3)]: Vancouver Regional FreeNet 
Association v. MNR, [1996] 3 C.T.C. 102 (FCA) (Provision of ac- 
cess to information on Internet free of charge was charitable activ- 
ity); Polish Canadian Television Production Society v. MNR, [1987] 
1 C.T.C. 319 (FCA) (Application for registration as charitable or- 
ganization for association refused despite multicultural purposes); 
Scarborough Community Legal Services v. The Queen, [1985] 1 
C.T.C. 98 (FCA) (Refusal of registration as charitable organization 
not subject. to judicial process when decision ’ strictly 
administrative). 


Forms: T285: Information re appeal from Minister’s refusal to reg- 
ister as a charity or Canadian amateur athletic association. 


(4) Deemed refusal to register — For the pur- 


poses of subsection (3), the Minister shall be deemed 
to have refused 


(a) to register an applicant for registration as a 
charitable organization, private foundation, pub- 
lic foundation or Canadian amateur athletic 
association, 


(a.1) to designate a registered charity pursuant to 
an application under subsection 149.1(6.3) of this 
Act or subsection 110(8.2) of the Income Tax Act, 
chapter 148 of the Reyised Statutes of Canada, 
1952; fi 


(b) to accept for registration for the purposes of 
this Act any retirement savings plan or profit 
sharing plan, 


(c) to issue a certificate of exemption under au 
section 212(14), 


(d) to accept for registration for the purposes of 
this Act any education savings plan, or 


(e) [Repealed under former Act] 


(f).to accept for registration for the purposes of 
this Act any retirement income fund, 


where the Minister has not notified the applicant of 
the disposition of the application within 180 days af- 
ter the filing of the application with the Minister, 
and, in any such case, an appeal from the refusal to 
the Federal Court of Appeal pursuant to subsection 
(3) may, notwithstanding anything in subsection 
180(1), be instituted under section 180 at any time 
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by filing a notice of appeal in the Court. 
Related Provisions: 167(4) — Application for time extension; 
180 — Appeals to Federal Court of Appeal. 


Pre-RSC History: Para. 172(4)(a.1) amended by 1988, c. 55, 
subsec, 147(2), to substitute-“‘subsection 110(8.2) or 149.1(6.3)” for 
“subsection 110(8.2)”, applicable to 1988 ef seq. 


Para. 172(4)(e) repealed by 1986, c. 6, subsec. 92(3). si 
172(4)(e) formerly read: 


(e) to accept for registration for the purposes of this Act any 
home ownership savings plan, or 


Para. 172(4)(a) amended to substitute “charitable organization, pri- 
vate foundation, public foundation or Canadian amateur athletic as- 
sociation” for “registered charity or registered Canadian amateur 
athletic association”; that portion of subsec. 172(4) following para. 
(f) substituted; and para. (a.1) added by 1984, c. 45, subsecs, 72(3), 
(4), applicable with respect to designations and applications made 
after February 15, 1984. That portion following para. (f) formerly 
read: 


where he has not notified the applicant for registration or for 
the certificate, as the case may be, of his disposition of the 
application within 180 days after the filing of the application 
with him, and, in any such case, an appeal from such refusal 
to the Federal Court of Appeal pursuant to subsection (3) 
may, notwithstanding anything in subsection 180(1), be insti- 
tuted under section 180 at any time by filing a notice of ap- 
peal in the Court. 


Para. 172(4)(f) added by 1977-78, c. 32, subsec. 41(2). 
“Registered charity” substituted for “registered Canadian charitable 


organization” in para. 172(4)(a) by 1976-77, c. 4, s. 87 and Sched- 
ule II, applicable to 1977 et seq. 


Paras. 172(4)(d), (e) added by 1974-75-76, c. 26, subsec. 108(2), 
applicable, as to para. 172(4)(d), to 1972 et seq., and, as to poke 
172(4)(e), to 1974 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). ; 


(5) Idem — For the purposes of subsection (3), the 
Minister shall be deemed to have refused 


_ (a) to register for the purposes of this ‘Act any 
pension plan, or 


(b) to accept an amendment to a segistered pen- 
sion plan 


where the Minister has not notified the applicant of 
the Minister’s disposition of the application within 1 
year after the filing of the application with the Min- 
ister, and, in any such case, an appeal from the re- 
fusal to the Federal Court of Appeal pursuant to sub- 
section (3) may, notwithstanding anything in 
subsection 180(1), be instituted under section 180 at 
any time by filing a notice of appeal in the Court. 


History: Subsec. 172(5) added by 1990, c. 35, subsec. 18(2), appli- 
cable after 1988. 


(6) Application of subeee: 149. 101) — The defi- 
nitions in subsection 149.1(1) apply to this section. 
Origin of subsec. 172(6)::R.S.C. 1985, c. 1 (5th Supp.) (for- 
merly contained in the opening words of-subsec. 149.1(1)). 


Definitions [s. 172]: “administrator” — 147.1(1); “Canadian am- 
ateur athletic. association” — 110(8), 248(1); “charitable founda- 
tion”, “charitable organization”, “charitable purposes”, Rodens 


149.1(1); “employee”, “employer”, “Minister? — 248(1); “private 
foundation” — 149.1(1); “profit sharing plan” — 147(1); “public 
foundation” — 149.1(1); “registered Canadian amateur athletic as- 
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sociation”, “registered charity” — 248(1); “tegistered education 
savings plan” — 146,1(1), 248(1); “registered pension plan” — 
248(1); “retirement income fund” — 146.3(1), 248(1); “retirement 
savings plan” — 146(1), 248(1); “taxpayer” — 248(1). 
Information Circulars [s. 172]: 80-10R: Registered ehasiticss 
operating a registered charity. : 


173. (1) References to Tax Court of Canada — 


_ Where the Minister and a taxpayer agree in writing 


that.a question of law, fact or mixed law and fact 
arising under this Act, in respect of any assessment, 
proposed assessment, determination or proposed de- 
termination, should be determined by the Tax Court 
of Canada, that question shall be determined by that 
Court. 


Related Provisions: 174 — Reference of common ere to 
Tax Court; 225.1(4) — Collection by the Minister. 


(2) Time during consideration not to count — 
The time between the day on which proceedings are 
instituted in the Tax Court of Canada to have a ques- 
tion determined pursuant to subsection (1) and the 
day on which the question is finally determined shall 
not be counted. in the computation of 


(a) the periods determined under subsection 
152(4), 


(b) the time for service of a notice of objection to 
an assessment under section 165, or 


(c) the time within which an appeal may be insti- 
tuted under section 169, 


for the purpose of making an assessment of the tax 
payable by the taxpayer who agreed in writing to the 
determination of the question, for the purpose of 
serving a notice of objection thereto or for the pur- 
pose of instituting an appeal therefrom, as the case 
may be. 


Pre-RSC History: Para. 173(2)(a) substituted by 1990, c. 39, s. 
45, applicable after April 27, 1989. Para. 173(2)(a) formerly read: 


(a) the 3 year and 6 year LS falap Sy sali to. in subsection - 
152(4), 


Subsec. 173(1) substituted, that portion of subsec. 173(2) preceding 
para. (a) amended to substitute “Tax Court of Canada” for “Federal 
Court”, and para. 173(2)(c) amended to delete “or subsection 
172(2)” from the end, by 1988, c. 61, s. 19, in force January 1, 
1991. Subsec. 173(1) formerly read: 


173. (1) References to Federal Court of questions of 
law, etc. — Where the Minister and a taxpayer agree in writ- 
ing that a question of law, fact, or mixed law and fact arising 
under this Act should: be determined by the Federal Court, 
that question shall be determined by the Court pursuant to 
subsection 17(3) of the Federal Court:Act. 


Para. 173(2)(a) substituted by 1984, c. 45, s. 73, to substitute “3” for 
“4” and “6” for “7”, applicable with respect to 1983 ef seq. 
Para. 173(2)(a) substituted by 1984, c. 1, s. 89, applicable after 
April 19, 1983. Para. 173(2)(a) formerly read: 

(a) the 4 year period referred to in subsection 152(4), 


Definitions [s. 173]: “assessment”, “Minister”, 
248(1); “writing” — Interpretation Act 35(1). 


“taxpayer” — 


174. (1) Reference of common questions to 
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Tax Court of Canada — Where the Minister is of 
the opinion that a question of law, fact or mixed law 
and fact arising out of one and the same transaction 
or.occurrence or series of transactions or occurrences 
is common to assessments or proposed assessments 
in respect of two or more taxpayers, the Minister 
may apply to the Tax.Court of Canada for a determi- 
nation of the question. 


Related Provisions: 173 — Reference to Tax Court; 225.1(4) — 
Collection by the Minister; 248(10) — Series of transactions. 


Selected Cases [subsec. 174(1)]: Quemet Corp. v. The Queen, 
[1979] C.T.C. 414 (FCTD) (Joinder of taxpayer and vendor for evi- 
dence of fictitious purchases of goods “‘sold”). 


See also Selected cases, under subsec. 174(3)., 


(2) Application to Court — An application under 
subsection (1) shall’ set out’ ’ 


(a) the question in respect of which the Minister 
requests a determination, 


(b) the names of the taxpayers that the Minister 
‘seeks to have bound by the determination of the 
question, and 


(c) the facts and reasons on which the Minister 
relies and.on which the Minister based or intends 
to base assessments of tax payable by each of the 
taxpayers named in the application, 


and a copy of the application shall be served by the 
Minister on each of.the taxpayers named in the ap- 
plication and on any other-persons who, in the opin- 
ion.of.the Tax Court of Canada, are likely to be af- 
fected by the determination of the question. | 


(3) Where Tax Court of Canada may 
determine question — Where the’ Tax Court of 
Canada is satisfied that a determination of the ques- 
tion set out in an application under this section will 
affect assessments or proposed assessments in re- 
spect of two or. more, taxpayers who. have been 
served with a copy of.the application and who are 
named in an order of the Tax Court of Canada pursu- 
ant to this subsection, it may 


(a), if none.of the taxpayers so named has ap- 
pealed from such an assessment, proceed to de- 
termine the question in such manner as it consid- 
ers appropriate; or 


(b) if one or more of the taxpayers so named has 
or have appealed, make such order joining a party 
or parties to that or those appeals as it considers 
appropriate and proceed to determine the 
question. 
Selected Cases [subsec. 174(3)]: The Queen v. Bisson, [1978] 
C.T.C; 332 (FCTD) (Petition seeking joinder of parties allowed for 
determination of respective shareholdings); The Queen v. Dain, 
[1973] C.T.C. 801 (FCTD) (Application for joinder of parties must 
be made to tribunal seized with taxpayer’s appeal, Federal Court 
had no jurisdiction from decision of Tax Review Board). 


See also Selected cases-under subsec. 174(1) 


(4) Determination final and conclusive — Sub- 
ject. to subsection (4.1), where a question set out in 


S..174, 


an application under this section is determined by:the 
Tax Court of Canada, the determination thereof is fi- 
nal and conclusive for the purposes of any assess- 
ments of tax payable by the taxpayers named by it 
pursuant to subsection (3). 

Selected Cases [subsec. 174(4)]: Sem v..The Queen, [1984] 


C.T.C. 647 (FCTD) (Former wife required to participate in litiga- 
tion when joined as defendant). 


(4.1) Appeal — Where a question set out in an ap- 


plication under this section is determined by the Tax 
Court of Canada, the Minister or any of the taxpay- 
ers who have been served with a: copy of the applica- 
tion and who are named in an order of the Court pur- 
suant to subsection (3) may, in accordance with the 
provisions of this. Act, the Tax Court of Canada Act, 
or the Federal. Court Act, .as:they relate.to appeals 
from decisions of the Tax Court-of Canada, appeal 
from the determination. 


(5) Time during consideration of question not 
counted — The time between the day on which an 
application under this section is served.on a taxpayer 
pursuant to subsection (2) and 


(a) in the case of a taxpayer named in an order of 
the Tax Court of Canada pursuant to subsection 
(3), the day on which the determination becomes 
final and conclusive and ‘not subject. to any ap- 
peal, or 


(b) in the case of any other taxpayer, the day on 
which the taxpayer is served with notice that the 
.taxpayer has not been named in..an order of the 
Tax Court of Canada pursuant to subsection (3), 


shall not be counted in the computation of 


(c) the periods determined under subsection, 
152(4), 

(d) the time for service of a notice of objection to 
an assessment under section 165, or 


(e) the time within which an-appeal may be insti- 
tuted under section 169, 


for the purpose of making an assessment of the tax, 


interest or penalties payable by the taxpayer, serving 
a notice of objection thereto or instituting an appeal 
therefrom, as the case may be. 


Pre-RSC History: Para. 174(5)(c) substituted by 1990, c. 39, s. 
46, applicable after April 27, 1989. Para. 174(5)(c) formerly read: 


(c) the.3.year and 6 year periods referred, to:in subsection 
152(4), 


Subsec. 174(1) amended to substitute “to Tax Court” for “to Federal 
Court or Tax Court” in the heading, and “the Minister may apply to 
the Tax Court of Canada” for “he may. apply to,the Tax. Court of 
Canada or, with the concurrence of the taxpayers involved, to the 
Federal Court-Trial Division”; that portion of subsec. 174(2) fol- 
lowing para. (c) amended to substitute “Tax Court of Canada” for 
“Tax Court of Canada or the Federal Court—Trial Division, as the 
case may be”; that portion of subsec. 174(3) preceding para. (a) 
amended to substitute “Tax Court of Canada” for “Tax Court of 
Canada or-Federal. Court” in the heading, and “Tax Court of Can- 
ada” first for “Tax Court of Canada or the Federal Court—Trial. Divi- 
sion”. and then for “‘Tax. Court of Canada or Federal Court, as the 
case may be”; subsec.174(4) amended. to, substitute “Tax Court of 
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Canada” for “Tax Court of Canada or the Federal Court—Trial Divi- 
sion”; subsec. 174(4.1) and paras. 174(5)(a), (b), (e) substituted, by 
1988, c. 61, s. 20, in force January 1, 1991. Subsec. 174(4.1) and 
paras. 174(5)(a), (b), (e) formerly read: 


(4.1) Appeal —- Where a question set forth in an application 


under this section is determined by the Tax Court of Canada _ 


or the Federal Court—Trial Division, the Minister or any of 
the taxpayers who have been served with a copy of the appli- 
cation and who are named in an order of the Tax Court of 
Canada or the Federal Court, as the case may be, pursuant to 
subsection (3), may, in accordance with the provisions of this 
Act or the Federal Court Act as they relate to appeals from 
decisions of the Tax Court of Canada or the Federal Court, 
appeal from the determination 


' (a) in the case of a taxpayer named in an order of the Tax 
Court of Canada or the Federal Court-Trial Division, as 
the case may be, pursuant to subsection (3), the day on 
which the determination becomes final and conclusive 
and not subject to any appeal, or 


(b) in the case of any other taxpayer, the ae on which he 
is served with notice that he has not been named in an 
order of the Tax Court of Canada or the Federal Court, as 
the case may be, pursuant to subsection (3), 


(e) the time within which an appeal may be instituted 
under section’ 169 or subsection 172(2), 


Para. 174(5)(c) substituted by 1984, c. 45, s. 74, to substitute “3” for 
“4” and “6” for “7”, applicable with respect to 1983 et seq. 


Para. 174(5)(c) substituted by 1984, c. 1, s. 90, applicable after 
April 19, 1983. Para. 174(5)(c) formerly read: 


(c) the 4 year period referred to in subsection 152(4), 


“Tax Court of Canada” substituted for “Tax Review Board” and 
“Board” and “Federal Court” for “Court” in subsecs. 174(1)-(4.1) 
and paras. 174(5)(a), (b) by 1980-81-82-83, c. 158, s. 58, applicable 
from July 18, 1983. 


Subsecs. 174(1), (3)-(5) substituted ((4.1) being added) by 1979, c. 
5, subsecs. 55(1), (2). Subsecs. 174(1), (3)-(5) formerly read: 


174. (1) Where the Minister is of the opinion that a question 
of law, fact or mixed law and fact arising out of one and the 
same. transaction or occurrence or series of transactions or oc- 
currences is common to assessments in. respect of two or 
more taxpayers, he may apply to the Tax Review Board or 
the Federal Court-Trial Division for a determination of the.’ 
question. 


(3) Where the Tax Review Board or the Federal Court-Trial 
Division is satisfied that a determination of the question set’ — 
forth in an application under this section will affect assess- 
ments in respect of two or more taxpayers who have been 
served with a copy of the application and who are named in 
an order of the Board or the Court, as the case may be, pursu- 
ant to this subsection, it may 


(a) if none of the taxpayers so named has appealed from 
such an assessment, proceed to determine the question in 
such manner as it considers appropriate, or 


(b) if one or more of the taxpayers so named has or have 
appealed, make such order joining a party or parties to 
that or those appeals as it considers appropriate. 


(4) Where a question set forth in an application under this 
section is determined by the Tax Review Board or the Federal 
Court-Trial Division, the determination thereof is, subject to 
any appeal therefrom in accordance with the Federal Court 
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Act, final and conclusive for the purposes of any assessments 
of tax payable by the taxpayers named by it pursuant to sub- 
section (3), 


(5) The time between the day on which an ‘application under 
this section is served on a taxpayer pursuant to subsection (2), 
“and 


~ (a) in the case of a taxpayer named in an order of the Tax 
Review Board or the Federal Court-Trial Division, as the 
case may be, pursuant to subsection (3), the day on which 
the question is finally determined pursuant to paragraph 
(3)(a) or on which an order is ete under paragraph 
(3)(b), or 5 


(b) in the case of any other taxpayer, the day on which he 
is served with notice that he has not been named in an 
order of the Board or the Court, as the case may be, pur- 
suant to subsection (3), 


shall not be counted in the computation of 
(c) the 4-year period referred to in subsection 152(4), 


(d) the time for service of a notice of objection-to an as- 
sessment under section 165, or 


(e) the time within which an appeal may be instituted 
under section 169 or subsection 172(2), 


for the purpose of making an assessment of the tax payable 
by the taxpayer, serving a notice of objection thereto or insti- 
tuting an appeal therefrom, as the case may be. 


Definitions [s. 174]: “assessment”, “Minister”, “person”, “series 
of transactions”, “taxpayer” — a 1). 


175. sthstitution of appeals — An appeal to the 
Tax Court of Canada under this Act, other than one 
referred to in section 18 of the Tax Court of Canada 
Act, shall’be instituted in the manner set out in‘that 
Act or in any rules.made under that Act. 


Related Provisions: 170(1) — Informal procedure appeals. 


History: S. 175 amended by 1994, °c. 7, Sch. VIII (1993, c. 24), s. 
101. S. 175 formerly read:, 


175. (1) Institution of appeals — An appeal to the Tax 
Court of Canada under this Act, other than one referred to in 
~ section 18 of the Tax Court of Canada Act, shall be instituted 


(a) in the manner set out in the Tax Court of Canada Act 
or any rules made under that Act; or- 


(b) by the filing by the Minister in the Registry of the 
Tax Court of Canada ofa copy of a notice of objection 
_ pursuant to paragraph 165(3)(b). 


(2) Service of originating document — Where a copy of a 
notice of objection is filed in the Registry of the Tax Court of 
Canada by the Minister pursuant to paragraph 165(3)(b) and 
the Minister files the copy of the notice of objection, together 
with two additional copies thereof and a certificate as to the 
latest known address of the taxpayer, an officer of the Regis- 
try of the Court shall, after verifying the accuracy of the cop- 
ies, forthwith on behalf of the Minister serve the copy of the 
notice of objection on the taxpayer by sending the additional 
copies thereof by registered mail addressed to the taxpayer at 
the address set out in the certificate. 


(3) Certificate — Where copies have been served on a tax- 
payer under subsection (2), a certificate signed by an officer 
of the Registry of the Tax Court of Canada as to the date of 
filing and the date of mailing of the copies shall be transmit- 
ted to the office of the Deputy Attorney General of Canada 
and that certificate is evidence of the date of filing and the 
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date of service of the document referred to therein: 


Pre-RSC History: S. 175 substituted by 1988, c. 61, s. 21, in force 
January 1, 1991. S. 175. formerly read: 


175. (1) Institution of appeals — An appeal to the Federal 
Court under this Act, other than an appeal to wah section 
180 applies, shall be instituted, ' 


(a) in the case of an appeal by a taxpayer, 


(i) in the manner set forth in section 48 of the Fed- 
eral Court Act, or 


(ii) by the filing by the Minister i in the Registry of the 
Federal Court of a copy of a notice of objection pur- 
suant to paragraph 165(3)(b); and ~ 


~(b) i in the case of an appeal by the Minister, in h the manner 
provided by the Federal Court Rules for Be commence- 
ment of an action. 


(2) Gotinterclaim or cross-demand — If the respondent to 
an appeal from a decision of the Tax Court of Canada desires 
to appeal from that decision, he may do so, whether or not the 
time fixed by section 172 has expired, by a counterclaim or 
cross-demand instituted in accordance with the Federal Court 
Rules. 


(3) Deemed action — An appeal instituted under this séc- 

‘tion shall be deemed to be an action in the Federal Court to 
which the Federal Court Act and the Federal Court Rules ap- 
plicable to.an ordinary action apply, except as varied by spe- 
cial rules made in respect of such appeals, and except that 


(a) the Rules concerning joinder of parties and causes of 
action do not apply except to permit the joinder of ap- 
peals instituted under this section; 


(b) a copy of a notice of objection filed in the Registry of 
the Federal Court by the Minister pursuant to paragraph 
165(3)(b) shall be deemed to be a statement of claim or 
declaration that was filed in the Registry of the Federal 
Court by the taxpayer and served by him on the Minister 
on the day on which it was so filed by the Minister; and 


(c) an originating document or copy of a notice of objec- 
tion filed by the Minister in the Registry of the Federal 
Court shall be served in the manner provided in subsec- 
tion (4). 


(4) Service of originating document — Where an appeal is 
instituted by the Minister under this section or a copy of a 
notice of objection is filed in the Registry of the Federal 
Court by him pursuant to paragraph 165(3)(b) and the Minis- 
ter files the-originating document or the copy of the notice of 
objection, together with two copies or additional copies 
thereof and a certificate as to the latest known address of the 
taxpayer, an officer of the Registry'of the Court shall, after 
verifying the accuracy of the copies; forthwith on behalf of 
the Minister serve the originating document or the copy of the 
notice of objection on the.taxpayer by sending the copies or 
additional copies thereof by registered mail addressed to him 
at the address set forth in the certificate. 


(5). Certificate — Where copies have been served on a tax- 
payer under subsection (4), a certificate signed by an officer 
of the Registry of the Federal Court as to the date of filing 
and the date of mailing of the copies shall be transmitted to 
the office of the Deputy Attorney General of Canada and 
such certificate is evidence of the date of filing and the date 
of service of the document referred to therein. 


“Tax Court of Canada” substituted for “Tax Review Board” in sub- 
sec. 175(2) by 1980-81-82- 83, c. 158,s. 58, 1 a from July 
18,1983. 


Selected Cases [s. 175]: Laird'v. The Queen, [1987] 1 C.T.C. 


S..177 


255 (FCTD) (Not in interest of justice to resolve issue by default 
judgment when Crown failed to file defence within limitation pe- 
riod); Tucker v. The Queen, [1978] C.T.C. 700 (FCTD).(Each notice 
of objection should be treated as originating separate action); Fred- 
ericton Housing Ltd. v. The Queen, [1973] C.T.C. 400 (FCA) (Im- 
properly signed statement of claim not voided when containing nec- 
essary facts); Thorson v. MNR, 72 DTC 6459 (FCTD) (Application 
to strike out taxpayer’s notice of appeal dismissed when case_not 
beyond doubt). 


Definitions [s. 175]: “Minister”, “taxpayer” — 248(1). 


176. (1) Notice, etc., to be forwarded to Tax 
Court of Canada — As soon as is reasonably 
practicable after receiving notice of an appeal to the 
Tax Court of Canada, other than one referred to in 
section 18 of the Tax Court of Canada Act, the Min- 
ister shall cause to be transmitted to the Tax Court of 


_ Canada and to the appellant, copies of all returns, 
- Notices of assessment, notices of objection and noti- 


fications, if any, that are relevant to the appeal. 


Selected Cases [subsec. 176(1)]: Gernhart v. Canada, [1997] 
2 C.T.C. 23 (FCTD) (Requirement to deliver tax returns when ap- 
peal filed not unreasonable seizure). 


(2) Documents to be transferred to Federal 
Court — As soon as is reasonably practicable after 
receiving notice of an appeal to the Federal Court of 
Appeal in respect of which section 180 applies, the 
Minister shall cause to be transmitted to the Registry 
of the Federal Court copies of all documents that are 
relevant to the decision of the Minister pee 
from. 


Pre-RSC History: S. 176 substituted by 1988, c. 61, s. 21, in force 
January 1, 1991. S. 176 formerly read: 


176. (1) Transfer of relevant documents to the Federal 
Court — Where an appeal to the Federal Court is from a de- 
cision of the Tax Court of Canada, the Registrar thereof shall, 
upon being notified of the appeal, cause to be transmitted to 
the Registry of the Federal Court all papers filed with the Tax 
Court of Canada on the appeal thereto together with a tran- 
script of the record of the proceedings before the Tax Court 
of Canada. 


(2) Idem — Where an appeal to the Federal Court is from a 
decision of the Minister, the Minister shall, upon the institu- 
tion of the appeal, cause to be transmitted to the Registry of 
the Federal Court copies of all documents relevant to the as- 
sessment or, in the case of an appeal to which section 180 
applies, to the decision of the Minister appealed from. 


“Tax Court.of Canada” substituted for “Tax Review Board” in sub- 
sec. 176(1) by 1980-81-82- 83, c 158, s. 58, applicable from July 
18, 1983. 


Definitions [s. 176]: “assessment”, “Minister” — 248(1). 


177. [Repealed under former Act] 
Pre-RSC History: S. 177 repealed by 1988, c. 61, s. 21, in force 
January 1, 1991. S. 177 formerly read: 


177. Disposal of appeal — The Federal Court may dispose 
of an appeal, other than an appeal to which section 180 ap- 
plies, by 


(a) dismissing it; or 
(b) allowing it and 


(i) vacating the assessment, 
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(ii) varying the assessment, 
(iii) restoring the assessment, or 


(iv) referring the assessment back to the Minister for 
reconsideration and reassessment. 


178. [Repealed under former Act] 


Pre-RSC History: S. 178 repealed by 1988, c. 61, s. 21, in force 
January 1, 1991. S. 178 formerly read: 


178. (1) Court may order payment of tax, etc. — The Fed- 
eral Court may, in delivering judgment disposing of an ap- 
peal, order payment or repayment of tax, interest, penalties. ° 
or, subject to subsection (2), costs by the taxpayer or the 
Minister. 


(2) Costs payable by Minister in certain cases — Where, 
on an appeal by the Minister, other than by way of cross-ap- 
peal, from a decision of the Tax Court of Canada, the amount 
of 


(a) tax, refund or amount payable under subsection 
196(2) Gn the case of an assessment of the tax or deter- 
mination of the refund or the amount payable, as the case 
may be) that is in controversy does not exceed $10,000, 
or 
(b) loss (in the case of a determination of the loss) that is 
in controversy ‘does not exceed $20,000, , 
the Federal Court, in delivering judgment disposing of the ap- 
peal, shall order the Minister to pay all reasonable and proper 
costs of the taxpayer-in connection therewith. 
Paras. 178(2)(a), (b) substituted by 1984, c. 45, s. 75, applicable 
with respect to appeals disposed of after December 20, 1984. Paras. 
178(2)(a) and (b) formerly read: 
(a) tax, refund or amount payable under subsection 196(2) (in 
the case of an assessment or determination, as the case may 
be) that is in controversy does not exceed $2,500, or 
(b) loss, (in the case of a determination) that is in controversy 
does not exceed $5,000, 
“Tax Court of Canada” substituted for “Tax Review Board” in that 
portion of subsec. 178(2) preceding para. (a) by 1980-81-82-83, c. 
158, s. 58, applicable from July 18, 1983. 
Subsec. 178(2) substituted by 1976-77, c. 4, s. 64, applicable.to as- 
sessments and determinations made after 1976-77, c. 4, is assented 
to. Subsec. 178(2) formerly read: 
(2) Where, on an appeal by the Minister other than by way of 
cross-appeal, from a decision of the Tax Review Board, the 
amount of tax that is in controversy does not exceed $2,500, 
the Federal Court, in delivering judgment disposing of the ap- 
peal, shall order the Minister to pay all reasonable and proper 
costs of the taxpayer in connection therewith. 


179. Hearings in camera— Proceedings in the 
Federal Court under this Division may, on the appli- 
cation of the taxpayer, be held in camera if the tax- 
payer establishes to the satisfaction of the Court that 
the circumstances of the case justify in camera 
proceedings. 3 


Pre-RSC History: S. 179 substituted by 1985, c. 45, s. 94. S. 179 
formerly read: 


179. Proceedings may be held in camera — Proceedings 
under this Division shall be held in camera upon request 
made to the Federal Court by the taxpayer. 


Selected Cases [s. 179]: Roseland Farms Ltd. v. Canada, 
[1996] 1 C.T.C. 176 (FCA) (Names of investors permitted to be 
given in camera). 
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Definitions [s. 179]: “taxpayer” — 248(1). 


179.1 No reasonable grounds for appeal — 
Where the Tax Court of Canada disposes of an ap- 
peal by a taxpayer in respect of an amount payable 
under this Part or where such an appeal has been dis- 
continued or dismissed without trial, the Court may, 
on the application of the Minister and whether or not 
it awards costs, order the taxpayer to pay to the Re- 


- ceiver General an amount not exceeding 10% of any 
_ part of the amount that was in controversy in respect 


of which the Court determines that there were no 
reasonable grounds for the appeal, if in the opinion 
of the Court one of the main purposes for instituting 
or maintaining any part of the appeal was to defer 
the payment of any amount payable under this Part. 
Related Provisions: -18(1)(t) —No deduction for payments 
under Act. . te 

History: S. 179.1,amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 


102, applicable after June 10, 1993, with respect to appeals insti- 
tuted after June 1992. S. 179.1 formerly read: 


179.1 No.reasonable grounds for appeal— Where the 
Tax Court of Canada disposes of an appeal by a taxpayer in 
respect of an amount payable under this Part or where such an 

- appeal has been discontinued or dismissed without trial, the 
Court may, on the application of the Minister and whether or 
not it awards costs, order the taxpayer to pay to the Receiver 
General an amount not exceeding 10% of the amount that 
was in controversy if it determines that there were no reason- 
able grounds for the appeal and one of the main purposes for 
instituting or maintaining the appeal was to defer the payment 
of an amount payable under this Part. 


Pre-RSC History: S. 179.1 amended by 1988, c. 61, s. 22, to 
substitute ““Tax Court of Canada” for “Tax Court of Canada or the 
Federal Court—Trial Division”, in force January 1, 1991. 


S. 179.1 added by 1985, c. 45, subsec. 95(1), applicable with re- 
spect to appeals from assessments objected to after 1984. 


Definitions [s.. 179.1]: “amount”, “Minister”, “taxpayer” — 
248(1). 


180. (1) Appeals to Federal Court of Appeal — 
An appeal to the Federal Court of Appeal pursuant to 
subsection 172(3) may be instituted by filing a notice 
of appeal in the Court within 30 days from 


(a) the time the decision of the Minister to refuse 
the application for registration or for a certificate 
of exemption, to revoke the registration, to desig- 
‘nate or to refuse'to designate was mailed, or oth- 
erwise communicated in writing, by the Minister 
to the party instituting the appeal, 
(b) the mailing of notice to the registered charity 
or registered Canadian amateur athletic associa- 
tion under subsection 149.1(2), (3), (4) or (4.1) or 
168(1), 


(c) the mailing of notice to the administrator of 
the registered pension plan under subsection 
147.1(11), or : 


(d) the time the decision of the Minister to refuse 
the application for acceptance of the amendment 
to the registered pension plan was mailed, or oth- 
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erwise oe in peas by a Minister 
to any person, 9 


as the case may be, or within such further time as the 
Court of Appeal or a judge thereof may, either 
before. or after the expiration of those 30 days, fix or 
allow. 

Related Provisions:: 172(4)— ‘Deemed refusal to register; 


212(14) — Certificate of exemption; 248(7)(a)'_ Mail deemed re- 
ceived on day mailed, 


History: Para, 180(1)(b) acenaee by 1994, c, vA Sch. it (1991. rs 
49), s. 142, to ‘substitute “149.1(2), (3), (4) or Gs 1) or 168(1)” for 
“168(1)”, applicable after 1989. 


Pre-RSC History: Subsec. 180(1) ‘amended by* 1990, 'c. 35; s7 19; 
to ‘substitute, in ‘para: (a), “mailed, or otherwise communicated in 
writing, by the Minister to the party” for “served by the Minister by 
registered mail on the party”, in para. (b), “the mailing” for “from 
the. mailing”, and to add paras. (c), (d), applicable after 1988. . 


Para. 180(1)(a) amended by 1985, c. 45, s..96, to substitute “to re- 
voke the registration, to designate. or to refuse to designate” for “or 
to revoke the registration of the profit sharing plan”. 


“Registered charity” substituted for “registered Canadian charitable 
organization” in para. 180(1)(b) by 1976-77, c. A s. 87 and Sched- 
ule II, applicable to 1977 et seq. 


Forms: T285: Information re appeal from Minister’s refusal to reg- 
ister as a charity or Canadian amateur athletic association. 


(2) No. jurisdiction i in Tax Court of Canada or 
Federal Court—Trial. Division — Neither the Tax 
Court of Canada nor the Federal Court-Trial Divi- 
sion has jurisdiction to entertain any proceeding in 
respect of a decision of the Minister from: which an 
appeal may beinstituted under this section. 

Pre-RSC History: “Tax' Court’ of Canada” substituted for “Tax 


Review Board” by 1980-81-82-83, ci! 158, s.. 58, ‘applicable from 
July 18,°1983. ciie 


(3) Summary wispesition of apiseit — An ap- 
peal to the Federal Court of Appeal instituted under 
this section shall be heard and determined i in. a -sum- 
mary ‘way. 

Related Provisions: 172(4) — 
176(2) — Transfer of relevant documents to the Federal Court. 


Definitions [s. 180]: “administrator? — 147.1(1);: “Minister” — 
248(1); “profit, sharing, plan” — 147(1); “registered Canadian ama- 


ks 66. 


teur athletic association”, “registered charity”, “registered pension 
plan” — 248(1); “writing” — Interpretation Act 35(1). 


Information Circulars [s. 180]: 80-10R: Registered charities: 
operating a registered charity. 


Part 1.1 — Individual Surtax 


180.1 (1) Individual surtax — Every: individual 
shall pay a tax under this Part for each taxation year 
equal to the total of 
(a) 3% of the tax payable under Part I by the indi- 
vidual for the year, and 
(b) 5% of the amount, if any, by which the tax 
payable under Part I by the individual for the year 
exceeds $12,500. | 


History: Para. 180.1(1)(a) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec: 103(1), to substitute “3% of the tax” for “5% of tax”, 


Deemed refusal to register; 


S. 180.1(1.1)(b) 


applicable to 1992 et seg. except that for the 1992 taxation year the 
reference to “3%” shall be read as “412%”. 


Para. 180.1(1)(b) amended by 1994; c. 7, Sch. II (1991, c..49),‘s. 
143, to substitute “5%” for “3%” and “$12,500” for “$15,000”, ap- 
plicable to 1991 et seq, 


Pre-RSC History: Subsec. 180.1(1) ‘substituted by’ 1990,c. 39, 
subsec. 47(1), applicable to 1989 et seq. except that for the 1989 
taxation year, the references to “5%” and “3%” in the subsec. shall 
be read as references to “4%” and “14%”, respectively. Subsec. 
180.1(1) formerly read: 


180.1 (1) Every individual liable to pay tax under Part I for a 
taxation year shall pay a tax equal to. 3% of his tax payable 
under Part I for the year. 


Subsec.,,180.1(1) substituted by 1986, ,c.. 55, s. 66, applicable to 
1986 et seq., except that in its Application to the 1986 taxation year, 
it shall be readas follows: 


180.1 (1) Every individual liable to pay tax under Part I for a 
taxation year shall pay a tax equal to the aggregate of 


(a) 12% of his tax payable under Part I for the year, 


(b) 5% of the amount, if any, by, which his tax payable 
under Part I for the year,exceeds. $6,000, and 


(c) 5% of the amount, if any, by which his tax Payable 
under Part I for the year exceeds $15,000 


Subsec. (1) formerly read: 


180.1 (1) Every individual.(other than,a mutual fund trust) 
liable to pay tax under Part I for a taxation year ee pay a 
tax equal to, : 1 


(a) for the 1986 taxation year, the aggregate of’! 


(i) 5% of the amount, if any, by which his tax paya-_ 

ble under Part I for the year exceeds $6,000, and 

! (ii) 5% of the amount, if any, by which his tax paya- 

ble under Part I for the year exceeds $15,000; and 
(b) for the 1985 taxation year, 50% of the aggregate that 


would be determined under paragraph (a) if the reference 
therein to “1986” were read as a reference to “1985”. 


(1.1) Foreign tax deduction — There may be de- 
ducted from the tax otherwise payable under this 
Part for a taxation year (computed without reference 
to subsection (1.2)) by an individual the amount, if 
any, by which 


(a) the total of all amounts that would be 


(i) deductible by the individual under section 
126 for the year, or 


(ii) the individual’s special foreign tax’ credit 
for the year determined under section 127.54, 


if the references in section 126 to “the tax for the 
year otherwise payable under this Part by the tax- 
payer” were read as “‘the total of the tax for the 
year otherwise payable under this Part by the in- 
dividual and the tax for the year that would be 
payable by the individual under Part I.1 but for 
subsections 180.1(1.1) and (1.2)” 


exceeds 


(b) the total of all amounts deductible by the indi- 
vidual under section 126 for the year and the in- 
dividual’s special foreign tax credit for the year 
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determined under section 127.54. 


History: Subsec. 180.1(1.1) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 103(2), applicable to 1988 et seg. Subsec. 
(1.1) formerly read: 


(1.1) There may be deducted from the tax otherwise payable 
under this Part for a taxation year by an individual the 
amount, if any, by which 


(a) the total of all amounts that would be 


(i) deductible by the individual under section 126 for 
the year, or 


(ii) the individual’s special foreign tax credit for the 
year determined under section 127.54, 


if the references in section 126 to “the tax for the year 
otherwise payable under this Part by the individual (or 
“taxpayer’)” were read as “the total of the tax for the 
year otherwise payable under this Part by the individual 
(or “taxpayer”) and the tax for the year that would be 
payable by the individual (or “taxpayer”) under Part I.1 
but for subsection 180.1(1.1)” 


exceeds 


(b) the total of all amounts deductible by the individual 
(or “taxpayer”) under-section 126 for the year and the in- 
dividual’s special foreign tax credit for the year deter- 
mined under section 127.54. 


Pre-RSC History: Subsec. 180.1(1.1) added by 1986, c. 55, s. 66, 
applicable to 1986 et seq. 


Interpretation Bulletins: IT-270R2: Foreign tax credit. 


(1.2) Deduction from tax — There may be de- 
ducted from the tax otherwise payable under this 
Part for a taxation year by an individual the amount, 
if any, by which the amount determined under para- 
graph 127(5)(a) in respect of the individual for the 
year exceeds the amount, if any, deducted under sub- 
section 127(5) for the year by the individual other 
than an amount deemed by subsection (1.3) to be so 
deducted. . 


Related Provisions: 180.1(1.3)— Amount deducted deemed 
claimed as investment tax credit. 
History: Subsec. 180.1(1.2) amended by 1994, c. 8, s. 28, applica- 
ble to taxation years beginning after 1993. Subsec. (1.2) formerly 
read: 
(1.2) There may be deducted from the tax otherwise payable 
under this Part for a taxation year by:an individual an amount 
not exceeding the lesser of 


(a) *%4 of the amount that would be the individual’s tax 
otherwise payable under this Part for the year if the indi- 
vidual deducted the amount, if any, allowed to be de- 
ducted under subsection (1.1) for the year, and 


(b) the amount, if any, by which the amount determined 
under paragraph 127(5)(b) in respect of the individual for 
the year exceeds the amount, if any, deducted by the indi- 
vidual under subsection 127(5) for the year. 


Pre-RSC History: Subsec. 180.1(1.2) added by 1988, c. 55, s. 
148, applicable to 1988 et seq. 


(1.3) Idem — For the purposes of this Act, the 
amount deducted under subsection (1.2) for a taxa- 
tion year shall be deemed to be an amount deducted 
under subsection 127(5) for the year. 


History: Subsec. 180.1(1.3) amended by 1994, c. 8, s. 28, applica- 
ble to taxation years beginning after 1993. Subsec. (1.3) formerly 


Income Tax Act 


read: 


(1.3) Amount deemed deducted under subsec. (1.2) — 
For the purposes of this Act, other than for the purpose of 
determining the amount under paragraph (1.2)(b) for the year, 
the amount deducted under subsection (1.2) for a taxation 
year shall be deemed to be an amount deducted under subsec- 
tion 127(5) for the year. 


Pre-RSC History: Subsec. 180.1(1.3) added by 1988, c. 55, s. 
148, applicable to 1988 et seq. 


(2) Meaning of tax payable under Part | — For 
the purposes of subsection (1), the tax payable under 
Part I by an individual for a taxation year is the 
amount, if any, by which 


(a) where section 119 is applicable in computing 
the individual’s tax payable for the year, the 
amount that would be the individual’s average 
tax for the year of averaging, as determined under 
paragraph 119(1)(d), if the expression “deducti- 
ble under subsection 127(5)” in that paragraph 
were read as “added under subsection 120(1) or 
deductible under sections 122.3, 126, 127 and 
127.2 to 127.4”, and 


(b) in any other case, the amount that would be 
the individual’s tax payable under that Part for 
the year if that Part were read without reference 

~ to subsection 120(1) and sections 122.3, 126, 
127, 127.2 to 127.4 and 127.54 


exceeds 


(c) where the individual was throughout the year 
a mutual fund trust, the least of the amounts de- 
termined under paragraphs (a), (b) and (c) of the 
description of A in the definition “refundable 
capital gains tax on hand” in subsection 132(4) in 
respect of the trust for the year, and 


(d) in any other case, nil. 


(3) Return — Every individual liable to pay tax 
under this Part for a taxation year shall, on or before 
the day on or before which the individual is required 
by section 150 to file a return of income for the year 
under Part I, or would be so required if the individ- 
ual were liable to pay tax under Part I for the year, 


(a) file with the Minister, without notice or de- 
mand therefor, a return for the year under. this 
Part in prescribed form and containing prescribed 
information; and 


(b) pay the tax under this Part for the year for 
which the individual is liable. 
Related Provisions: 150.1(5)— Electronic filing. 
Pre-RSC History: Subsec. 180.1(3) substituted by 1990, c. 39, 
subsec. 47(2), applicable to 1989 et seg. Subsec. (3) formerly read: 


(3) Estimate of tax — Every individual required by section 
150 to file a return of income for a taxation year shall in the 
return estimate the amount of tax payable by him under this 
Part for the year. 


Subsecs. 180.1(2), (3) substituted by 1986, c. 55, s. 66, applicable to 
1986 et seq. Subsecs. 180.1(2), (3) formerly read: 


(2) Meaning of “tax payable under Part |” — For the pur- 
poses of subsection (1), the “tax payable under Part I’ by an 
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individual for a taxation year is, 


(a) where section 119 is applicable in computing his tax 
payable for the year, the amount that would be his aver- 
age tax for the year of averaging, as determined under 
paragraph (1)(d)' thereof, if the: expression: “deductible’ 
under subsection 127(5)” in. that paragraph were read: as 

“added under subsection 120(1) or deductible under sub- 
section 120(3.1) and sections 122. 3,120, 127 and 127.2 
to 127.4”; and 


(b) in any other case, the amount that would be his tax 

payable under that Part for the year if that Part were read 

without reference to subsections 120(1) and’ (3.1) and 
_ sections, 122.3, 126,127 and 127.2 to 127.4. 


(3) Estimate of tax — Every individual (other than a mutual 
fund trust) required by section 150 to file a return of income 
for a taxation year shall in the return estimate the amount of 
tax payable by him under this Part for the year. 


Forms: T1 General income tax return, Schedule 1, line 419. 


(4) Provisions applicable to Part — Sections 
151,,152, 155, 156, 156.1 and 158. to.167 and Divi- 
sion J of Part I are applicable to this Part with such 
modifications as the circumstances require. 


Pre-RSC. History: Subsec. 180.1(4) amended by 1990, c. 39, 
subsec. 47(2), to substitute “sections 151, 152, 155” for “sections 
bie ae SM Bee i applicable to 1989 et seq. 


Related Provisions [s. 180.1]: 117(6) 5 Esch table. 


Pre-RSC History [s. 180.1]: S. 180.1 substituted for ss. 180.1, 
180.2 by 1986, c. 6, s..93, applicable to the 1985 and 1986 taxation 
years except that by 1987, c. 46, s. 56 subsec. 180.1(4) is applicable 
to 1987 et seg. Ss. 180.1, 180.2 formerly read: 


180.1 (1) Individual surtax — Every individual, other than a 
mutual fund trust, liable to pay tax under Part I for a taxation 
year shall pay a tax for the 1976 taxation year equal to 10% 
of the amount, if any, by which the tax payable under Part I 
by him for the 1976 taxation gas exceeds $8,000. 


(2) “Tax payable under Part |” defined. — Boe, es purposes » 
of subsection (1), the “tax payable under Part I” by an indi- 
vidual for the 1976 taxation year is the amount that. would be 
the tax payable by him under that Part for that taxation year if 
that Part were read without reference to subsections 120(1) 
and (2) and no abatement were allowed under the Established 
Programs (Interim Arrangements) Act. 


180.2 (1) Estimate of tax — Every individual, other than a 
mutual fund trust, required by section 150 to file a return of 
income for the 1976 taxation year shall in the return estimate 
the amount of tax payable by him under this Part. 


(2) Provisions applicable to this Part — Sections 152, 155, 
156, 156.1 and 158 to 167 and Division J of Part I are appli- 
cable mutatis mutandis to this Part. 


Definitions [s. 180.1]: “amount”, “qndividual” — 248(1); “mu- 
tual fund trust” — 132(6), 248(1); “tax payable” — 248(2); “taxa- 
tion year” — 249, 


Pre-RSC History: Part I.1 (ss. 180.1, 180.2) added by 1976-77, c. 
4, s. 65, applicable to the 1976 taxation year. 


“Indexed by s. 117.1 after 1988. See table after s. 117.1. 


S. 180.2(1) 


Part 1.2 — Tax on Old Age 
‘Security Benefits 


180.2 (1) Definitions — The definitions in this 
subsection apply in this Part. . 


“adjusted income” of an individual for a taxation 
year means the amount that would be the individ- 
ual’s income under Part I for the year if no amount 
were deductible under paragraph 60(w) nor included 
in respect of a gain from a disposition of property to 
which section 79 applies. 


“base taxation year”, in relation to a month, means 


(a) where the month is any. of the first 6 months 
of a calendar year, the taxation year that ended on 
December 31 of the second umes calendar 
year, and 


(b) where the month is any of the last 6 months of 
a calendar year, the taxation year that ended on 
December 31 of the preceding calendar year. 


“return of income” i in respect of an individual for a 
taxation year means 


(a) where the individual was reaneat in Canada 

' throughout the year, the individual’s return of in- 
come (other than a return of income filed under 
subsection 70(2) or 104(23), paragraph 128(2)(e) 
or subsection 150(4)) that is filed or required to 
be filed under Part I for the year, and 


(b) in any other case, a prescribed form contain- 
ing prescribed information. 


Related Provisions: 60(v.1) — UI benefit repayment; 60(w) — 
Other deductions — tax under Part [.2- 


History: Subsec. 180.2(1) added by 1996, c. 21, s. 46 applicable 
after June 1996. Former subsec. (1) (now subsec. (2)) read: 
(1): Tax payable — Every individual (other than a trust) shall 
pay a tax under this Part for each taxation year that is equal to 
._ the lesser of 
(a) the total of all amounts each.of which is the amount 
of any pension, supplement or spouse’s allowance under 
the Old Age Security Act included in computing the indi- 
vidual’s income under Part I for the year, to the extent 
that no deduction is allowed under paragraph 60(n) for 
the year.or any subsequent taxation year in respect of that 
amount, and 
(b) 15% of the amount, if any, by which’ 


(i) the amount that would be the individual’s income 
under Part I’ for the: year if no amount were 


(A) deductible under paragraph 60(w), or © 


_ (B) included in respect of a gain from a disposi- : 
tion of property to which section 79 apples’ 


in computing that income 
exceeds 
(ii) $50,000.* 


Selected Cases [subsec. 180.2(1)]: Swantje v. Canada; 11996] 
1-C.T.C. 356 (SCC) (Section not affected by Canada—Germany Tax 
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Agreement). 


(2) Tax payable — Every individual shall pay a tax 
under this Part for each taxation year equal to the 
amount determined by the formula 


A(1 — B) 
where 
A is the lesser of 
(a) the amount, if any, by which 


(i) the total of all amounts each of which is 
the amount of any pension, supplement or 
spouse’s allowance under the Old Age Se- 
curity Act included in computing the indi- 
vidual’s income under Part I for the year 


exceeds 


(ii) the amount of any deduction allowed 
under subparagraph 60(n)(i) in computing 
the individual’s income under Part I for the 
year, and — 


(b) 15% of the amount, if any, by which the 
individual’s adjusted income for the year ex- 
ceeds $50,000°°; and 


B_ is the rate of tax payable by the individual under 
Part XII on amounts described in paragraph (a) 
of the description of A. 


Related Provisions: 117.1(1)(b) —Indexing: for inflation; 
180.2(3) — Withholding of tax from OAS benefits. 


History: Subsec. 180.2(2) renumbered (from (1)) and amended by 
1996, c. 21, s. 46, applicable to 1996 et seg. Former.subsec. (2) 
(now subsec. (5)) read: 


(2) Return — Every individual liable to pay tax under. this 
Part for a taxation year shall, on or before the day on or 
before which the individual is required by section 150 to file 
a return of income for the year under Part I, or would be so 
required if the individual were liable to pay tax under Part I 
for the year, 


(a) file with the Minister, without notice or demand 
therefor, a return for the year under this Part in prescribed 
form and containing prescribed information; and 


(b) pay the tax under this Part for the year for which the 
individual is liable. 


Forms: T1 General income tax-return, lines 235 and 422. 


(3) Withholding — Where at any time Her Majesty 
pays an amount described in paragraph (a) of the 
description of A in subsection (2).in respect of a 
month to an individual, there shall be deducted or 
withheld from that amount on account of the individ- 
ual’s tax. payable under this Part for the year the 
amount determined under subsection (4) in respect 
of that amount. 


Related Provisions: 227 — Rules applicable to withholding. 


History: Subsec. 180.2(3) added by 1996, c. 21, s.. 46, applicable to 
amounts paid after June 1996. Former subsec. (3) (now subsec. (6)) 


“Indexed by s. 117.1 to $53,215 for 1992-96. 


Income Tax Act 


read: 


(3) Provisions applicable to Part — Sections 151, 152 and 
158 to 167 and Division J of Part I are applicable to this Part 
with such modifications as the circumstances require. 


(4) Determination of amount to be with- 
held — The amount determined in respect of a par- 
ticular amount described in subsection (3) is 


(a) where the individual has filed a return of in- 
come for the base taxation year in relation to the 
month in which the particular amount is paid, the 
lesser of 


(i) the amount by which the particular amount 
exceeds the amount of tax payable under Part 
XIII by the individual on the particular 
amount, and 


(ii) the amount determined by the formula 


(0.0125A — $625)(1 — B) 
where . 


A. is the individual’s adjusted income for the 
base taxation year, and 


B is the rate of tax payable under Part XIII 
by the individual on the particular amount; 


(b) where the individual has not filed a return of 
income for the base taxation year in relation to 
the month and 


(i) the Minister has demanded under subsec- 
tion 150(2) that the individual file the return, 
or 


(ii) the individual was non-resident at any 
time in the base taxation year, 


the amount by which the particular amount ex- 
ceeds the amount of tax payable under Part XIII 
by the individual on the particular amount; and 


(c) in any other case, nil. 


Related Provisions: 117.1(1)(b) — Indexing for inflation; 
180.2(5) — Obligation to file return; 257 — Formula cannot calcu- 
late to less than zero. 


History: Subsec. 180.2(4) added by 1996, c. 21, s. 46, applicable to 
amounts paid after June 1996. 


(5) Return — Every individual liable to pay tax 
under this Part for a taxation year shall 


(a) file with the Minister, without notice or de- 
mand therefor, 


(i) where the individual is resident in Canada 
throughout the taxation year, a return for the 
year under this Part in prescribed form and 
containing prescribed information on or 

_ before the individual’s filing-due date for the 
year, and 


(ii) in any other case, a return of income for 
the year on or before the individual’s balance- 
due day for the year; and 
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(b) pay the individual’s tax payable under’ this 
Part for the year on or before the individual’s bal- 
ance-due day for the year. 


Related Provisions: 180. 2(4)(b)(ii) —No OAS benefits eek to. 


non- -resident who. does not file return. 


History: Subsec. 180.:2(5) renumbered (from oy and sienlled as 
1996, c. 21, 8:46, applicable to 1996 et seq. 


(6) Provisions applicable to this Part — Sub- 
section 150(3), sections 150.1, 151 and 152, subsec- 
tions 153(1.1), (1.2) and (3), sections .155 to. 156.1 
and 158 to 167. and Division J of Part I apply to this 
Part with any modifications that the circumstances 
require. 


History: Subsec. 180.2(6) renumbered (from (3)) and amended by 
1996, c. 21, s. 46, applicable to 1996 et seq. 


History [s. 180.2]: Para. 180.2(1)(a) amended by 1994, ¢.-7, Sch. 
VII (1992, c. 48), s. 21, to substitute, “Old Age Security Act’ for 
“Old Age Security Act or family allowance under the Family Al- 
lowances Act’, and “paragraph 60(n)” for “paragraph 60(n) or (p)”, 
applicable to 1993 et seq. 


Subpara. 180.2(1)(b)(i) substituted by 1994, c. 7, Sch. II (1991,-c. 
49),.s. 144, applicable to 1989 et seg. That, subpara. formerly read: 


(i) the amount that would; but for paragraph 60(w), be the 
individual’s income under Part'I for the ‘year 


Definitions [s. 180.2]: “adjusted income” — 180:2(1); = 


“amount”, “balance-due day” — 248(1); “base taxation year’ — 


180.2(1); “filing-due date” — 150(1), 248(1); “individual” — 
248(1); “Minister”, “non-resident” — 248(1); “resident in Can- 
ada” — 250; 


“return of income” — 180.2(1); “tax payable” — 
248(2); “taxation year” —249, © 


Interpretation Bulletins: IT-326R3: Returns of deceased Persons 
as “another person”. 


Pre-RSC History [Part 1.2 ]: Part I.2 (s. 180.2) added by 1990, c. 
39, s. 48, applicable to 1989 et seq., except that the reference to “the 
lesser of” in subsec. 180.2(1) shall be read as a reference to “/3 of 
the lesser of” for the 1989 taxation year and “%/3 of the lesser of” for 
the 1990 taxation year. 


Part 1.3 — Tax on Large 
Corporations 


181. (1) Definitions — For the purposes of this 
Part, . 


“financial institution’’, in respect of a taxation year, 
means a corporation that at any time in the year is. 
(a) a bank or credit union, 


(b) an insurance corporation that carries on cae 
ness.in Canada, 


(c). authorized under the laws of Canada ora 


province to carry on the business of offering its 
services as a trustee to the public, 


(d) authorized under the laws of Canada or°a 
province to accept deposits from the public and 
carries on the business of lending money on the 
security of real estate or investing in mortgages 
on real estate, 


(e) a registered securities dealer, 
(f) a mortgage investment corporation, or 


S. 181(1) res 


(g) a prescribed corporation; 


History: Para. (e) of the definition “financial institution” in subsec. 
181(1) amended by 1995, 'c. 21,'s:'72, applicable to taxation years 
that end. after June 1989. Para. (e) formerly read: 


(e) registered or licensed under the laws of a province to trade 
in securities, 


Para. é of “financial institution” in subsec. 181(1) substituted by 
1994, c. 7, Sch. II (1991, c. 49), s. 145, applicable to taxation years 
ending after June 1989. Para. (f) formerly read: 


(f) a deposit insurance corporation (within the meaning as- 
signed by subsection 137.1(5)) or a corporation deemed by 
subsection 137.1(5.1) to be a deposit insurance corporation, 
or Tiss ; 


Regulations: 8604 (prescribed corporations). 


“long-term debt” means, 


(a) in the case of a bank, its subordinated indebt- 
edness (within the meaning assigned by section 2 
of the Bank Act) evidenced by obligations issued 
for a term of not less than 5 years, 


(b) in the case of an insurance corporation, its 
subordinated’ indebtedness (within the meaning 
assigned by section 2 of the Insurance Compa- 
nies Act) evidenced by obligations issued for a 
‘term of not less than 5: years, and 


(c) in the case of any other corporation, its subor- 
dinated indebtedness (within the meaning that 
would be assigned by section 2 of the Bank Act if 
the definition of that. expréssion in that section 
were applied with such modifications as the cir- 
cumstances require) evidenced by obligations is- 
‘sued for a term of not less than 5 years, 


but does not include, where the corporation is a pre- 
scribed federal Crown corporation for the purpose of 
section 27, any indebtedness evidenced by obliga- 
tions issued to and held by Her Majesty in right of 
Canada; 

History: The definition “long-term debt” in subsec. 181(1) substi- 


tuted by 1994, c. 21, s.'81, la aaa att after May 31, 1992. That defi- 
nition formerly read: 


“long-term debt” means 


(a) in. the case of a bank, its indebtedness evidenced. by 
“bank debentures within the meaning assigned by the 
Bank Act, and 


(b) i in the case of a financial institution that is not a bank, 
its subordinate indebtedness evidenced by’ obligations is- 
sued for a term of not less than 5 years (other than, where 
the financial institution is a prescribed federal Crown 
corporation for the purposes of section 27, such indebted- 
ness evidenced by obligations issued to and held ship Her: 
Majesty. in right of Canada); 


Para. (b) of. “long-term debt”: amended’ by 1994, cr Ty Sche VII 
(1993, c. 24); s. 104,:applicable to 1991 et seg. Para..(b) formerly 
read: 


(b) inthe case, of..a-corporation. that.is not ia. bank, its 
subordinate, indebtedness evidenced by obligations issued for 
a term of not less than 5 years; 


“reserves”, in respect of a corporation for a taxation 
year, means the amount at the end of the year of all 
of the corporation’s reserves, provisions and ‘al- 
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lowances (other than allowances in respect of depre- 
ciation or depletion) and, for greater certainty, in- 
cludes any provision in respect of deferred,.taxes. 


(2) Prescribed expressions — For the purposes 
of this Part, the expressions “attributed surplus”, 
“Canadian assets’, “Canadian premiums”, “Cana- 
dian reserve liabilities”, “permanent establishment”, 

“total assets”, “total premiums” and “total reserve li- 
abilities” have such meanings as may be prescribed. 


Regulations: 8600 (prescribed meanings of expressions). 


(3) Determining values and amounts — For 
the purposes of determining the carrying value of a 
corporation’s assets or any other amount under this 
Part in respect of a corporation’s capital, investment 
allowance, taxable capital or taxable capital em- 
ployed in Canada for a taxation year or in respect of 
a partnership in which a corporation has an interest, 


(a) the equity and consolidation methods of ac- 
counting shall not be used; and 


(b) subject to paragraph (a) and except .as other- 
wise: provided in this Part,the amounts. reflected 
in the balance sheet 


(i) presented to the charehioidets of the corpo- 
ration (in the case of.a corporation. that is 
neither an insurance corporation to which sub- 
.. paragraph (ii) applies nor a. bank) or'the mem- 
-. bers. of the partnership, as the case,may be,.or, 
where such a balance sheet was not prepared 
in. accordance with generally accepted ac- 
counting principles or no such balance sheet 
was prepared, the amounts that would be re- 
flected if such a balance ‘sheet had. been pre- 
pared in accordance with generally accepted 
accounting principles, or 


(i1) accepted by the Superintendent of Finan- 
cial Institutions, in the case of a bank or an 


insurance corporation that is required by law. 


to report to the Superintendent, or, the superin- 
tendent of insurance or other similar officer or 
authority of the province under whose laws 
the corporation is incorporated, in the case of 
an insurance corporation that is required by 
law to report to that officer or authority, 


shall be used. 


Related Provisions: 190(2) — Rules in 181(3) apply to Part VI 
also. 


(4): Limitations respecting inclusions and de- 
ductions — Unless a contrary intention is evident, 
no provision of this Part shall be read’or construed to 
require the inclusion or to permit the deduction, in 
computing the amount of a corporation’s capital, in- 
vestment allowance, taxable capital or taxable capi- 
tal employed in Canada for a taxation year, of any 
amount to the extent that that amount has been in- 
cluded:or deducted, as the case maybe, in comput- 
ing the first-mentioned amount under, in accordance 
with ‘or by reason of any other provision of this Part. 


Income Tax Act 


Related Provisions: 4(4) — Similar rule for Part I tax; 190(2) — 
Rules in 181(4) apply to Part VI also; 248(28) — Similar rule for 
the Act as a whole. 


Definitions [s. 181]: “amount” — 248(1); “bank” — Interpreta- 
tion Act 35(1); “business” — 248(1); “Canada” — 255; “carrying 
on business in Canada” — 253; “corporation” — 248(1), Interpre- 
tation Act 35(1); “credit union” — 137(6), 248(1); “insurance cor- 
poration” — 248(1); “mortgage investment corporation” — 
130.1(6), 248(1);, “registered securities dealer” — 248(1); “taxation 
year” 249.’ 


181.1 (1) Tax payable — Every corporation shall 
pay a tax under this Part for each taxation year equal 
to 0.225% of the amount, if any, by which 


(a) its taxable capital employed in Canada for the 
year 
exceeds 


(b) its capital deduction for the year. 


Related Provisions: 125.3— Deduction re Part I.3 tax; 
132:2(1)(0)(ii) — Deemed taxation year of mutual fund corporation 
on __— reorganization; 157(1) — Instalments — corporations; 
157(2.1)(a) — Corporations — tax payments; 161(1) — Interest; 
161(4.1) — Interest — limitation’ respecting corporations; 
181.1(2)— Reduction for, short, taxation year; 181.6 — Return, 
235 — Penalty on large corporation for late filing. 


History: The opening words of.subsec: 181.1(1) amended by 1996, 
c. 21, s..47, applicable to taxation years that end after February 27, 
1995, .except that, in its application to taxation years that began 
before February 28, 1995, there shall be deducted from the tax oth- 
erwise! payable under subsec. 181.1(1), an amount equal to that pro- 
portion of % of the tax otherwise payable under that subsection of 
the Act that the number of days in the year that were before Febru- 
ary 28, 1995 is of the number of days in the year. 

For the purpose of applying subsection 125(5.1), the amount that 
would, but for subsecs. 181.1(2) and (4), be a corporation’s tax pay- 
able under Part I.3 for a taxation year that began before February 
28,, 1995 shall be determined without reference to the above amend- 
ment to subsec. 181.1(1). 

The opening words formerly read: 


(1) Every, corporation shall pay a tax under this Part for each 
taxation year equal to 0.2% of the amount, if any, by which 


That portion of subsec. 181,1(1) preceding ‘para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 146(1), to substitute “0.2%” 
for “0.175%”, applicable to. 1991 et seq. except that, in its applica- 
tion to taxation years commencing before 1991 and ending after 
1990, there may be deducted from the tax otherwise payable under 
the subsec. an amount equal to that proportion of '/s of the tax other- 
wise payable under the subsec. that the number of days in the year 
that are before 1991 is of the number of days in the year. 


(2) Short taxation years — Where a taxation year 
of a corporation is less than 51 weeks, the amount 
determined under subsection (1) for the ‘year in re- 
spect of the corporation shall be reduced to that pro- 
portion: ‘of that amount that the number of days in the 
year is of 365. 


Related Provisions: 132. 2(1)(0) — Deemed taxation year of mu- 
tual fund corporation on reorganization. 


. History: Subsec. 181.1(2) amended by 1994, c. 7, Sch. VIII (1993, 


c. 24), subsec. 105(1), applicable to 1992 et seg. Subsec. (2) for- 
merly read: 


(2) Where a taxation year of a corporation is.less than 51 
weeks, the tax payable under this Part for the year by the cor- 
poration shall be that proportion of its tax otherwise payable 
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‘» under this Part for the year that the number of days.in the year 
_ As of 365. 4 


(3) Where tax not a abs — No tax is payable 
under this Part for a taxation yéar by a corporation 


(a) that was a non-resident-owned: investment 
corporation throughout the year; 


(b) that was a bankrupt (within the meaning as- 
signed by subsection ee) at the ene of the 
year; 


(c) that was throughout the year exempt from. tax 
under section 149 on all of its taxable income; 


(d) that neither was resident in Canada’ nor ‘car- 
ried on business through a’ permanent establish- 
“ment in Canada at any time inthe year; 


(e) that was throughout the year a deposit insur- 
ance corporation (within the meaning assigned by 
subsection 137.1(5)) or a corporation deemed by 
subsection 137.1(5.1): to be a deposit insurance 
corporation; or te 


(f) that was throughout the year a corporation de- 
scribed in subsection 136(2) the principal busi- 
ness of which was marketing (including process- 
ing incidental to or connected therewith) natural 
products belonging to or acquired from its mem- 
bers or customers. 


Related Provisions: 125:3(1) —- Large eopadh hon: tax. 


History: Para.’ 181.1(3)(f) added by 1994; ¢. 7, Sch. VIII (1993, c. 
24), subsec. 105(2), applicable to taxation years ending after June 
1989. 


Para. 181.1(3)(e) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
146(2), applicable to taxation years ending after June 1989. 


Interpretation Bulletins: IT-347R2: Crown corporations. 


(4) Deduction — There may be deducted from a 
corporation’s tax. ‘otherwise payable under this Part 
for a taxation year an amount equal to the total of 


(a) its Canadian surtax payable for the year, and 


(b) such part as the corporation claims of its un- 
used surtax credits for its 7 immediately preced- 
ing and 3 immediately following taxation years, 


to the extent that that total does not exceed the 
amount by which: 


(c) the amount that would. but for this subsection, 
be its tax payable under this: Part for the year 


exceeds 


(d) the total of all amounts each of which is he 
amount deducted. under subsection 125. 3(1) in 
computing the corporation’s tax payable under 
Part I for a taxation year ending before 1992 in 
respect of its unused Part I.3 tax credit (within the 
meaning assigned by section 125.3) for the year. 
Related Provisions: 87(2)(j. 91) — Amalgamation; 87(2.11) — 


Vertical amalgamations; 125.2, 125.3 — Credit of Parts VI and 1.3 
tax against surtax before 1992; 161(7)(a)(ix), 164(5)(h.1), 
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164(5.1)(h.2) — Effect of carryback of loss etc.; 181.6 — Return. 


History: Para. 181.1(4)(c) substituted by 1994, .c. 21, s. 82, applica- 
Bek to 1992 et seq. That para. formerly read: 


“(c) the amount that would, but for this section, ve its tax pay- 
able under this Part for the year 


Subsec. 181.1(4) added by 1994, c. 7, Sch. VIII Wars c. 24), sub- 
sec. 105(3), applicable to. 1992 et seg. 


Forms: T962: Calculation’ of unused Part [.3 tax credit and unused 
surtax credit... j 


(5) Idem — For the purposes of this subsection and 
subsections aah (6) and: CFR 


(a) an amount may not be claimed under subsec- 
tion (4) in computing a corporation’s tax payable 

~ under this Part for a particular taxation year in re- 
spect of its unused surtax credit for another taxa- 
tion year until its unused surtax credits, if any, for 
taxation years preceding the other year that may 
be claimed under this’ Part for the particular year 
have been claimed; and 


(b) an amount in respect of a corporation’s un- 
used. ‘surtax credit fora taxation year may be 
claimed under subsection-(4) in computing its tax 
payable under this Part for another taxation’ year 
only to the extent that it exceeds the total of all 

~ amounts each of which is dn amount’ claimed in 
respect of that unused surtax credit in computing 
its ‘tax payable under this Part or Part’ VI for a 
taxation year preceding that other year. 

Related Provisions: 87(2.11) — Vertical amalgamations. — 


History: Subsec. 181.1(5)'added by 1994, c. 7; Sch. VIII (1993, c. 
24), subsec.'105(3), applicable to 1992 et seg: ‘ 


(6) Definitions — For the purposes of this subsec- 
tion and subsections (4), (5) and. (7), 


“Canadian surtax payable” of a cidkpObaliair for a 
taxation year has the meaning assigned by initia 
tion 125. 3(4); 


“anused surtax credit”. ae a taxation year ending 
after 1991 


(a), of a corporation (other than a corporation that 
was throughout the year a financial institution, 
within the meaning assigned by section 190) 
means the amount, if any, by which 

(i). its Canadian surtax payable for me year 

‘exceeds the total of 

(ii) the amount that would, but for subsection 


(4), be its tax payable under this Part for the 
“year, and 


_ (iii).the amount, if any, deducted under sec- 
tion 125.3 in computing the corporation’s tax 
payable under Part I for the year, and 

(b) of a corporation that was throughout the year 
‘a financial institution (within the meaning as- 
‘Signed by section 190) means the lesser of 
(i) the amount, if any, by which . 
(A) its Canadian surtax. payable for the 
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year 
exceeds the total of 


(B) the amount that would, but for subsec- 
tion (4), be its tax payable under this Part 
for the year, and 


(C) the amount, if any, deducted under 
section 125.3 in computing the corpora- 
tion’s tax payable under Part I for the year, 
and 


(ii) the amount, if any, by which its tax paya- 
ble under Part I for the year exceeds the 
amount that would, but for subsection (4) and 
subsection 190.1(3), be the total of its taxes 
payable under Parts I.3 and VI for the year. 


Related Provisions: 87(2.11) — Vertical amalgamations; 
256(9) — Date of acquisition of control. 


History: Subsec. 181.1(6) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 105(3), applicable to 1992 et seq. 


(7) Acquisition of control — Where at any time 
control of a corporation has been acquired by a per- 
son or group of persons, no amount in respect of its 
unused surtax credit for a taxation year ending 
before that time is deductible by the corporation for 
a taxation year ending after that time and no amount 
in. respect of its unused. surtax credit for a taxation 
year ending after that time is deductible by the cor- 
poration for a taxation year ending before that time, 
except that 


(a) where a business was carried on by the corpo- 
ration in a taxation year ending before that time, 
its unused surtax credit for that year is deductible 
by the corporation for a particular taxation year 
ending after that time only if that business was 
carried on by the corporation for profit or with a 
reasonable expectation .of profit. throughout. the 
particular year and only to the extent of that pro- 
portion of the corporation’s tax payable under 
this Part for the particular year that 


(i) the amount, if any, by which 


(A) the total of its income under Part I for 
the particular year from that business and, 
where properties were sold, leased, tented 
or developed or services were rendered in 
the course of carrying on that business 
before that time, its income under Part I 
for the particular year from any other busi- 
ness substantially all of the income of 
which was derived from the sale, leasing, 
rental or development, as the case may be, 
of similar properties or the rendering of 
similar services 
exceeds 


(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) in computing its taxable 
income under Part I for the particular year 
in respect of a non-capital loss or a farm 
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loss, as the case may be, for a taxation year 
in respect of that business or the other 
business. 


is of the greater of 
(ii) the amount determined under subpara- 
graph (i), and 
(iii) the corporation’s taxable income under 
Part I for the particular year; and 


(b) where a business was carried on by the corpo- 
ration throughout a taxation year ending after that 
time, its unused surtax credit for that year is de- 
ductible by the corporation for a particular taxa- 


tion year ending before that time only if that busi- 


ness was carried on by the corporation for profit 
or with a reasonable expectation of profit in the 
particular year and only to the extent of that pro- 
portion of the corporation’s tax payable under 
this Part for the particular year that 


(i) the amount, if any, by which 


(A) the total of its income under Part I for 
the particular year from that business and, 
where properties were sold, leased, rented 
or developed or ‘services were rendered in 
the course of carrying on that business 

before that time, its income under Part I 
for the particular year from any other busi- 
ness substantially all the income of which 
was derived from the sale; leasing, rental 
or development, as. the case may be, of 
similar properties of the rendering of simi- 
lar services 


exceeds 


(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) in computing its taxable 
income under Part I for the particular year 
in respect of a non-capital loss or a farm. 
loss, as the case may be, for a taxation year 
in respect of that business or the other 
business 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 

(iii) the corporation’s taxable income eaiae 
Part I for the particular year 


Part I.3 — Tax on Large Corporations S, 181.1(7) 
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Related Provisions: 87(2.11)— Vertical amalgamations; 
256(8) — Anti-avoidance — deemed exercise of right to increase 
voting power. 


History: Subsec. 181.1(7) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 105(3), applicable to 1992 et seq. 


I.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 

Definitions [s. 181.1]: “amount” — --181(3), 248(1); “busi- 
ness” — 248(1); “capital deduction” — 181.5(1); “Canadian surtax 
payable” — 125.3(4), 181.1(6); “carrying on business in Can- 
ada” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“farm loss” —111(8); “financial institution” — 190(1); “non-capi- 
tal loss” — 111(8), 248(1); “non-resident-owned investment corpo- 
ration” — 133(8), 248(1); “permanent establishment” — 181(2), 
Reg. 8602; “property” — 248(1); “resident in Canada” — 250; 
“taxable capital employed in Canada” — 181.2(1), 181.3(1), 181.4; 
“taxable income” — 2(2), 248(1); “taxation year” — 249; “unused 
surtax credit” — 181.1(6). 


181.2 (1) Taxable capital employed in Can- 
ada — The taxable capital employed in Canada of a 
corporation for a taxation year (other than a financial 
institution or a corporation that was throughout the 
year not resident in Canada) is the prescribed propor- 
tion of the corporation’s taxable capital for the year. 
Related Provisions: 66(12.6012) — Definition used for limita- 
tion on renunciation of Canadian development expenses to flow- 


through shareholder as Canadian exploration expense; 181(4) — 
Limitations respecting inclusions and deductions. 


Regulations: 8601 (prescribed proportion). 


(2) Taxable capital — The taxable capital of a cor- 
poration (other than a financial institution) for a tax- 
ation year is the amount, if any, by which its capital 
for the year exceeds its investment allowance for the 
rts 

Related Provisions: 181(4) — Limitations ate inclusions 
and deductions. 


(3) Capital — The capital of a corporation (other 
than a financial institution) for a taxation year is the 
amount, if any, by which the total of 


(a) the amount of its capital stock (or, in the case 
of a corporation incorporated without share capi- 
tal, the amount of its members’ contributions), re- 
tained earnings, contributed surplus and any other 
surpluses at the end of the year, 


(b) the amount of its reserves for the year, except 
to the extent that they were deducted in comput- 
ing its income for the year under Part I, 
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(c) the amount of all loans and advances to the 
corporation at the end of the year, 


(d) the amount of all indebtedness of the corpora- 
tion at the end of the year represented by bonds, 
debentures, notes, mortgages, bankers’ accept- 
ances or similar obligations, 


(e) the amount of any dividends declared but not 
paid by the corporation before the end of the 
year, 


(f) the amount of all other indebtedness (other 
than any indebtedness in respect of a lease) of the 
corporation at the end of the year that has been 
outstanding for more than 365 days before the 
end of the year, and 


(g) where the corporation was a member of a 
partnership at the end of the year, that proportion 
of the total of all amounts (other than amounts 
owing to the member or to corporations that are 
other members of the partnership) that would be 
determined under this paragraph and paragraphs 
(b) to (f) in respect of the partnership at the end 
of its last fiscal period ending at or before the end 
of the year (if the references in paragraphs (b) to 
(f) to “corporation” were read as references to 
“partnership”) that the member’s share of the 
partnership’s income or loss for that period is of 
the partnership’s income or loss for that period, 
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exceeds the total of © 


(h) the amount of its deferred tax debit balance at 
the end of the year, “ha aes 


(i) the amount of any deficit deducted in comput- 
ing its shareholders’ equity at the end of the year, 
and 

(j) any amount deducted under subsection 135(1) 
in computing its income under Part I for the year, 
to the extent that the amount can reasonably be 
regarded as being included in the amount deter- 
mined under any of paragraphs (a) to (g) in re- 
spect of the corporation for the year. 


Related Provisions: 132.2(1)(0) — Deemed year-end of mutual 
fund corporation, on reorganization; 181(4) — Limitations respect- 
ing inclusions and deductions. 

History: Para. 181.2(3)(d) amended by 1994, c. 7,.Sch. VII (1993, 
c. 24), subsec..106(1), to-add “bankers” acceptances”, applicable to 
taxation years ending after December 20, 1991. 


Para. 181.2(3)(j) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
147(1), applicable to taxation years ending after June 1989. 


(4) Investment allowance — The investment al- 
lowance of a corporation (other than a financial insti- 
tution) for a taxation year is the total of all amounts 
each of which is the carrying value at the end of the 
year of an asset of the corporation that is 


(a) a share of another corporation, 


(b) a loan or advance to another corporation 
(other than. a financial institution), 


(c) a bond, debenture, note, mortgage or similar 

obligation of another corporation (other than a fi- 

nancial institution), ie 

(d) long-term debt of a financial institution, 

(d.1) a loan or advance to, or a bond, debenture, 

note, mortgage or similar obligation of, a partner- 

ship all of the members of which, throughout the 

year, were other corporations (other than finan- 

cial institutions) that were not exempt from tax 

under this Part (otherwise than because of para- 
_ graph 181.1(3)(d)), 

(e) an interest in.a partnership, or 

(f) a dividend ‘payable to the corporation at the 


S. 181.2(6) 


end of the year on a share of the capital stock: of: 
another corporation, - 3 


other than a share of the capital stock of, a dividend 
payable by, or indebtedness of, a corporation that is 
exempt from tax under this Part (otherwise than be- 
cause of paragraph 181.1(3)(d)). 


_ Related Provisions: 18 1(4) — Limitations respecting ‘inclusions 


and deductions; 181:1(6) — Deemed amount of loan: 


History: Para. 181.2(4)(d.1) added by 1994, 6.7, Sch. VIII (1993, 
c. 24), subsec. 106(2), applicable to 1991 et seq. 


That portion of subsec. 181.2(4) following para. (e) substituted by 
1994, c. 7, Sch. IT (1991, c. 49), subsec. 147(2), applicable to taxa- 


| tion years ending after June 1989. That portion formerly read: 


other than a share of the capital stock or indebtedness of a 
_ corporation that is exempt from tax under section 149 on/all 
of its taxable: income. ‘ 


(5) Value of interest in partnership — For the 
purposes of subsection (4), the carrying value, at the 
end of a taxation year, of an interest of a corporation 
in a partnership shall be:deemed to be an amount 
equal to that proportion of 


(a) the total of all amounts each of which is the 
carrying value of an asset of the partnership, at 
‘the end of its last fiscal period ending at or before 
the end of the year, described in any of 
paragraphs (4)(a) to (d):and (f); other than an as- 
set that is a:share of the capital stock of,'a‘divi- 
dend payable by, or indebtedness of, a corpord- 
tion that is exempt from tax under this Part 
(otherwise. than ..because of _ paragraph 
181.1(3)(d)), 


that . 
(b) the corporation’ s share of the partnership’s in- 


come or loss for that period 
is of | . : 
(c) the partnership’s income or loss for that 
period. 
History: Para. 181.2(5)(a) amended by 1994, c. 7, Sch. II (1991, c. 


49), subsec. 147(3), applicable to taxation ‘years ending after June 
1989. That para. formerly read: 


(a) the total of all amounts each of which is the carrying ‘value 
of an asset of the partnership, at the end of its last fiscal pe- 
_Tiod ending at or before the end of the year, described in 
paragraphs (4)(a) to (d) (other than an asset that is a share-of 
the capital stock or indebtedness of a corporation that is ex- 
empt from tax under section 149 on all of its taxable income), 


(6) Loan — For the purpose of subsection (4), 
where a corporation made a particular loan to’a trust 
that neither 


(a) made any loans or advances to nor received 
any loans or advances from, nor 


(b) acquired any bond, debenture, note, mortgage 
or similar obligation of nor issued any bond, de- 
benture, note, mortgage or similar obligation to 


a person not related to the corporation, as part of a 
series of transactions in which the trust made.a loan 
to another corporation (other than a financial institu- 
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tion) to which the corporation is related, the least of 
(c) the amount of the particular loan, 


(d) the amount of the loan from the trust to the 


other corporation, and 
(e) the amount, if any, by which 


(i) the total of all amounts each of which is the 
amount of a loan from the trust to any 
corporation 


exceeds 


(ii) the total of all amounts each of which is 
the amount of a loan (other than the particular 
loan) from any corporation to the trust 


at any time shall be deemed to be the amount of a 
loan from the corporation to the other ye te at 
that time. 


History: Subsec. 181.2(6) added te 1994, c..7, Sch. VIII (1993, c. 
24), subsec. 106(3), applicable after June 1989. 

Definitions [s. 181.2]: “amount” — 181(3), 181. 26), 248(1); 
“carrying value” — 181(2); “corporation” — 248(1), Interpretation 
Act 35(1); “financial institution” — 181(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “long-term debt” — 181(1); “permanent 
establishment” — 181(2), Reg. 8602; “reserves” — 181(1); “resi- 
dent in Canada” — 250; “share” — 248(1); “taxation, year’ — 249. 


181.3 (1) Taxable capital employed in Canada 
of financial institution — The taxable capital em- 
ployed in Canada of a financial institution for a taxa- 
tion year is the total of 


(a) the total of all amounts each of which is the 
carrying value at the end of the year of an asset of 
the financial institution (other than property held 
by the institution primarily for the purpose of re- 
sale that was acquired by the financial institution, 
in the year or the preceding taxation year, as a 
consequence of another person’s default, or antic- 
ipated default, in respect of a debt owed to the 
institution) that is tangible property used in Can- 
ada and, in the case of a financial institution that 
isan insurance corporation, that is non-segre- 
gated property, within the meaning wih Gi by 
subsection 138(12), 


(b) the total of all amounts each of which is an 
amount in respect of a partnership in which the 
financial institution has an interest, at the end of 
the year equal to that proportion of 
(i) the total of all amounts each of which is the 
carrying value of an asset of the partnership, 
at the end of its last fiscal period ending at or 
before the end of the year, that is tangible 
property used in Canada 


that 


(ii) the financial institution’s share of the part- 
nership’s income or loss for that period 


is of 
(iii) the partnership’s income or loss for that 
period, and 
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(c) an amount that is equal to 


(i) in the case of a financial institution other 
than an insurance corporation, that proportion 
of its taxable capital for the year. that its Cana- 
dian assets at the end of the year is of its total 
assets at the end of the year, 


(ii) in the case of an insurance corporation that 
was resident in Canada at any time during the 
year and carried on a life insurance business at 
any time in the year, the total of 


(A) that proportion of the amount, if any, 
by which the total of 


(1) its taxable capital for the year, and 


(II) the amount prescribed for the year 
in respect of the PRPORBA RE 


exceeds 


(II) the amount Hiréedhibed for aie year 
in respect of the corporation 


~ that its Canadian reserve liabilities as at 
the end of the year is of the total of 


(IV) its total reserve liabilities as at the 
end of the year, and 


(V) the amount prescribed for the year 
in respect of the corporation, and 


(B) the amount, if any, by which 


(I) the amount of its reserves for the 
year (other than its reserves in respect 
of amounts payable ‘out’ of segregated 
funds) that may reasonably be regarded 
as having been established in respect of 
its insurance businesses carried on in 
Canada 


exceeds the total of 


(II) the total of all amounts each of 
which is the amount of a reserve (other 
than a reserve described in subpara- 
graph 138(3)(a)(i)) to the extent that it 
was included in the amount determined 
under subclause (1) and was deducted 
in computing its income under Part I 
for the year, 


(III) the total of all amounts ‘each of 
which is the amount of a reserve de- 
scribed in subparagraph 138(3)(a)() to 
the extent that it was included in the 
amount determined under subclause (1) 
and was deductible under subparagraph 
138(3)(a)(Gi) in computing its income 
under Part I for the year, and 

(IV) the total of all amounts each of 
which is the amount outstanding (in- 
cluding any interest accrued thereon) as 
at the end of the year in respect of a 
policy loan (within the meaning as- 
signed by subsection 138(12)) made by 
the corporation, to the extent that it was 
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deducted in computing the total deter- 
mined under subclause (III), 


_ (iit) in the case of an insurance corporation 
that was resident in Canada at any time in the 
year and throughout the year did not carry on 
a life insurance business, that proportion of its 
taxable capital for the year that the total 
amount of its Canadian premiums for the year 
is of its total premiums for the year, and 


(iv) in the case of an insurance corporation 
that was throughout the: year not resident in 
Canada and carried on an insurance business 
in Canada at any time in the year, its taxable 
capital for the year. 


Related Provisions: 181(4)— Limitations respecting inclusions 
and deductions. | 
History: Cl. 181.3(1)(c)(ii)(A) substituted by 1994, c. 21, subsec. 
83(1), applicable 
(a) to taxation years that end after February 25, 1992; and 
(b) where a corporation elects under para. 84(2)(b) of the 
amending legislation [see under 190.11(b)(i) below], to its 1991 
and subsequent taxation years; and, notwithstanding subsecs. 
152(4) to (5), such assessments and determinations in respect of 
_any taxation year shall be made as are consequential on the ap- 
plication of the above amendment to the corporation’ Ss taxation 
years that end before February 26, 1 ia 


Cl. (c)(@i)(A) formerly read: 


(A) that proportion of its taxable capital for the year that its 
Canadian reserve liabilities as at the end of the year is of its 
~ total reserve liabilities as at the end of the year, and 


Para. 181-3(1)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
107, applicable to taxation years rik after June 1989. Para. (a) 
formerly read: 


(a) the total of all amounts each of which is the carrying value 
at the end. of the year of an asset of the financial. institution 
that is tangible property used in Canada (and, in the case of a 
financial institution that is an insurance corporation, that is 
non-segregated property, within the ee assigned by 
subsection 138(12)), 


Regulations: 8605 (prescribed amounts for 181.3(1)(c)(Gi)(A)UD, 
(I) and )). 


(2) Taxable capital of financial institution — 
The taxable capital of a financial institution for a 
taxation year is the amount, if any, by which its capi- 
tal for the year exceeds its investment allowance for 
the year. 


Related Provisions: 181(4) — Limitations respecting inclusions 
and deductions. 


(3) Capital of financial institution — The capital 
of a financial institution for a taxation years. , 


(a) in the case of a financial institution other than 
an insurance corporation, the amount, if any, by 
which the total at the end of the year of 


(i) the amount of its long-term debt, 


(ii) the amount of its capital stock (or, in the 
case of an institution incorporated without 
share capital, the amount of its members’ con- 
tributions), retained earnings, contributed sur- 
plus and any other surpluses, and 
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(iii) the amount of its reserves for the year, ex- 
cept to the extent that they were deducted in 
computing its income. under Part I for the 
year,» 


exceeds the total of 


(iv) the amount of its deferred tax debit bal- 
ance at the end of the ‘year, 


(v) the amount of any deficit deducted in com- 
puting its shareholders’ equity at the end of 
the year, and 


(vi) any amount deducted under subsection 
130.1(1) or 137(2) in computing its income 
under Part I for the. year, to the extent that the 
amount can reasonably be regarded as being 
included in the amount determined under sub- 
paragraph (i), (ii) or (iii) in respect of the in- 
stitution for the year; 


(b) in the case of an insurance corporation that 
was resident in Canada at any time in the year 
and carried on a life insurance business at any 
time in the year, the amount, if any, by which the 
total at the end of the year of 


(i) the amount of its long-term debt, and 


(ii) the amount of its capital stock (or, in the 
case of an insurance corporation incorporated 
without share capital, the amount of its mem- 
bers’ contributions), retained earnings, con- 
tributed surplus and any other surpluses 


exceeds the -total of 


(iii) the amount of its deferred tax debit bal- 
ance at the end of the year, and 


(iv) the amount of any deficit deducted in 
computing its shareholders’ equity at the end 
of the year; 


(c) in the case of an insurance corporation that 
was resident in Canada at any time in the year 
and throughout the year did not carry on a life 
insurance business, the amount, if any, by which 
the total at the end of the year of 


(i) the amount of its long-term debt, 


(ii) the amount of its capital stock (or, in the 
case of an insurance corporation incorporated 
without share capital, the amount of its mem- 
bers’ contributions), retained earnings, con- 
tributed surplus and any other surpluses, and 


(iii) the amount of its reserves for the year, ex- 
cept to the extent that they were deducted in 
computing its income under Part I for the 
year, i 


exceeds the total of 


(iv) the amount of its deferred tax debit bal- 
ance at the end of the year, 


(v) the amount of any deficit deducted in com- 
puting its shareholders’ equity at the end of 
the year, and 
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(vi) the total amount of its deferred acquisi- 
tion expenses in respect of its property and 
casualty insurance business in Canada, to the 
extent that it can reasonably be attributed to 
an amount included in the amount determined 
under subparagraph (iii); and (ii) any other surpluses relating to its insur- 


(d) in the case of an insurance corporation that ance businesses carried on in Canada, 
was throughout the year not resident in Canada (iii) the amount of its long-term debt that may 
and carried on an insurance business in Canada at reasonably be regarded as relating to its insur- 
any time in the year, the total at the end of the ance businesses carried on in Canada, and 
year of (iv) the amount, if any, by which 
(i) the greater of its surplus funds derived (A) the'amount of its reserves for the year 
from operations (within the meaning assigned (other than its reserves in respect of 
by subsection 138(12)), computed as if no tax amounts payable out of segregated funds) 
were payable under this Part or Part VI for the that may reasonably be regarded as having 
year, and its attributed ‘surplus for the year, | been established in respect of its insurance 
businesses carried on in Canada 


exceeds the total of 


(B) the total of all amounts each of which 
is the amount of a reserve (other than a re- 
serve described in. subparagraph 
138(3)(a)(i)) to the extent that it was in- 
cluded in the amount determined under 
clause (A) and was deducted in computing 
its income under Part I for the year, 


(C) the total of all amounts each of which 
is the amount of a reserve described in 
subparagraph 138(3)(a)(i) to the extent that 
it was included in the amount determined 
under clause (A) and was deductible under 
subparagraph 138(3)(a)(i) in computing its 
income under Part I for the year, 


(D) the total of all amounts each of which 
is the amount outstanding (including any 
interest accrued thereon) as at the end of 
the year in respect of a policy loan (within 
the meaning assigned by subsection 
138(12)) made by the corporation, to the 
extent that it was deducted in computing 
the amount determined under clause (C), 
and 


(E) the total amount of its deferred acquisi- 
tion expenses in respect of its property and 
casualty insurance business in Canada, to 
the extent that it can reasonably be attrib- 
uted to an amount included in the amount 
determined under clause (A). 


Related Provisions: 181(4) — Limitations respecting inclusions 
and. deductions. 


History: Subpara. 181.3(3)(c)(vi) added by 1994, c. 21, subsec. 
83(2), applicable to 1992 et seg. 


Subpara. 181.3(3)(d)(i) substituted by 1994, c, 21, subsec. 83(3), 
applicable to 1992 et seq. That subpara. formerly read: 


(i) the greater of its surplus funds derived from operations 
(within the meaning assigned by subsection 138(12)) and its 
attributed surplus for the year, 


an unts 0 he insurer b Cl. 181.3(3)(d)(iv)(E) added by 1994, c. 21, subsec. 83(4), applica- 
the Act, and amounts on which it nol ired at ble to 1992 et seq. . 
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Subpara.. 181.3(3)(a)(vi) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 148(1), applicable to taxation years ending after June 1989. 


(4) Investment allowance of financial institu- 
tion — The investment allowance of a financial in- 
stitution for a taxation year is, 


(a) in the case of a financial institution that was 
resident in Canada at any time in the year, the to- 
tal of all amounts.each of which is the carrying 
value at the end of the year of an asset of the fi- 
nancial institution that is a share of the capital 
stock or long-term debt of another financial insti- 
tution (other than an institution that is exempt 
from tax under this Part) that is related to the in- 
stitution (and, in the case of a financial institution 
that is an insurance corporation, that is non-segre- 
gated property within the meaning assigned by 
subsection 138(12)), 


(b) in the case of an insurance corporation that 
was throughout the year not resident in Canada, 
the total of all amounts each of which is the car- 
Tying value at the end of the year of an asset of 
the financial institution that 
(i) is non-segregated property (within the 
meaning assigned by subsection 138(12)), 
(ii) is a share of the capital stock or long-term 
debt of another financial institution (other 
than an institution that is exempt from tax 
under this Part) that is related to the institu- 
tion, and 


(iii) was used by ‘it in the year in, or held by it 
in the year in the course of, carrying on an in- 
surance business in Canada, and 


(c) in any other case, nil, 


and, for the purposes of this subsection, a credit 
union and another credit union of which the credit 
union is a shareholder or member shall be deemed to 
be related to each other. 


Related Provisions: 181(4) — Limitations respecting inclusions 
and deductions; 181.5(6) — Whether corporations related. 


History: Para. 181.3(4)(a), subpara. (4)(b) (ii). and_ that. portion. of 
subsec. (4) following para. (c) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsecs. 148(3), (4), (5), applicable to taxation years 
ending after June 1989. Those portions formerly read: 


(a) in the case of a financial institution that was resident 

_ in Canada at any time in the year, the total of all amounts 
each of which is the carrying value at the end of the year 
of an asset of the financial institution that is a share of the 
capital stock or long-term debt of another financial insti- 
tution that is related to the institution (and, in the case of 
a financial institution that is an insurance. corporation, 
that is non-segregated property, within the meaning as- 
signed by subsection 138(12)), 


(11) is a share of the capital stock or. long-term debt of 
another financial institution that is related to the in- 
stitution, and 


and, for the purposes of this subsection, 


(d) a credit union and another credit union of which the 


S. 181.4(d)(i) 


credit union is a shareholder or member, as the case may 
be, shall be deemed to be related to each other, and 


(e) a particular deposit insurance corporation (within the 
meaning assigned by subsection 137.1(5)), a subsidiary 
wholly owned corporation of the particular deposit insur- 
ance corporation that is deemed by subsection 137.1(5:1) 
to be a deposit insurance corporation and a corporation 
that in relation to the particular deposit insurance corpo- 
ration is a member institution. (within the meaning as- 
signed by subsection 137:1(5)) shall be deemed to be re- 
lated to each other. 


Definitions [s. 181.3]: “amount” — 181(3), 248(1); “attributed 
surplus” — 181(2), Reg. 2405(3), 8602; “Canada” — 255; “‘Cana- 
dian assets”, “Canadian premiums”, “Canadian reserve liabili- 
ties” — 181(2), Reg. 8602; “carrying on business in Canada” — 


253; “carrying value” — 181(2); “credit union” — 137(6), 248(1): 
“financial institution” — 181(1); “fiscal period” — 249, 249.1; “in- 
surance corporation”, “life insurance business” — 248(1); “long- 
term debt” — 181(1); “related” —— 181.3(4), 181.5(6), (7), 251(2); 
“reserves” — 181(1); “resident in Canada” —- 250; “share”, “‘sub- 


pciaty wholly-owned corporation” 
249; “total assets”, “total premiums’, 
181(2), Reg. 8602. 


248(1); “taxation year” —- 
”. “total reserve liabilities” — 


181.4 Taxable capital employed in Canada of 
non-resident — The taxable capital employed in 
Canada for a taxation year’of a corporation (other 
than a financial institution) that was throughout the 
year not resident in Canada is the amount, if any, by 
which 


(a) the total of all amounts each of which is the 
carrying value at the end of the year of an asset of 
the corporation used by it in the year in, or‘held 
by it in the year in the course of, carrying on any 
business carried on by it during the year through 
a permanent establishment in Canada 


exceeds the total of 


(b) the amount of the corporation’s indebtedness 
at the end of the year (other than indebtedness de- 
scribed in any of paragraphs 181.2(3)(c) to (f)) 
that may reasonably be regarded as relating to a 
business carried on by it during the year through 
a permanent establishment in Canada, 


(c) the total of all amounts each of which is the 
carrying value at the end of the year of an asset 
described in subsection 181.2(4) of the corpora- 
tion that:was used by it in’ the year 1n;:or:held ‘by 
it in the year in the course of, carrying on any 
business, carried on by it during the year through 
a permanent establishment in Canada, and 


(d) the total of all amounts each of which is the 
carrying value at the end of the year of an asset of 
the corporation that 


(i) is a ship or aircraft operated by the corpo- 
ration in international traffic or is personal 
property used in its business of transporting 
passengers or goods in international traffic, 
and 
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(11) was used by the corporation in the year in, 
or held by it in the year in the course of, carry- 
ing on any business during the year through a 
permanent establishment in Canada, 


if the country in which the corporation is resident 
imposed neither a capital tax for the year on simi- 
lar assets nor a tax for the year on the income 
from the operation of a ship or aircraft in interna- 
tional traffic, of any corporation resident in Can- 
ada during the year. 


History: Para. 181.4(d) added by 1994, c..7, Sch. II (1991, c. 49), s. 
149, applicable to taxation years ending after June 1989.. 


Definitions [s. 181.4]: “amount” — 181(3),, 248(1); “busi- 


ness” — 248(1); “Canada” — 255; “carrying on business in Can- 
ada” — 253; “carrying value” — 181(2); “corporation” — 248(1), 
Interpretation Act 35(1); “financial institution” — 181(1); “interna- 
tional traffic” — 248(1); “permanent establishment” 181(2), 


Reg. 8602; “resident in Canada” — 250. 


181.5 (1) Capital deduction — The capital deduc- 
tion of a corporation for a taxation year is 
$10,000,000 unless the corporation was related to 
another corporation at any time in the year, in which 


case, subject to subsection (4), its capital deduction | 


for the year is nil. 


(2) Related corporations — A corporation that is 
related to any other corporation at any time in a taxa- 
tion year of the corporation ending in a calendar year 
may -file with the Minister in prescribed form an 
agreement on behalf of the related group of which 
the corporation is a member under which an amount 
that does not exceed $10,000,000 is allocated among 
all corporations that are members of the related 
group for each taxation year of each such corpora- 
tion ending in the calendar year and at a time when it 
was a member of the related group. 


Forms: T2150: Agreement among related corporations — Part [.3 
tax. 


(3) Idem — The Minister may request a corporation 
that is related to any other corporation at the end of a 


taxation year to file with the Minister an agreement 
referred to in subsection (2) and, if the corporation 
does not file such an agreement within 30 days after 
receiving the request, the Minister may allocate an 
amount among the members of the related group of 
which the corporation is a member for the year not 
exceeding $10,000,000. . 


(4) Idem — The least amount allocated for a taxa- 
tion year to a member of a related group under an 
agreement described in subsection (2) or by the Min- 
ister pursuant to subsection (3) is the capital deduc- 
tion of that member for that taxation year. 


(5) Idem — Where a corporation (in this subsection 
referred to as the “first corporation”) has more than 
one taxation year ending in the same calendar year 
and is related in 2 or more of those taxation years to 
another corporation that has a taxation year ending in 
that calendar year, the capital deduction of the first 
corporation for each such taxation year at the end of 
which it is related to the other corporation is an 
amount equal to its capital deduction for the first 
such taxation year. 


(6) Idem — Two corporations that would, but for 
this subsection, be related to each other by reason 
only of sedis | 


(a) the control of any corporation by Her Majesty 

in right of Canada or a province, or 

(b) a right referred to in paragraph :251(5)(b), 
shall, for the purposes of this section and subsection 
181.3(4), be deemed not to be related to each other 
except that, where at any time a taxpayer has a right 
referred to in paragraph .251(5)(b) with respect to 
shares and it may reasonably be considered that one 
of the main purposes of the acquisition of the right 
was to avoid any limitation on the amount of a cor- 
poration’s capital deduction for a taxation year, for 
the purposes of determining whether a corporation is 
related to any other corporation, the corporations 
shall, for the purposes of this section, be deemed to 
be in the same position in relation to each other as if 
the taxpayer owned the shares. 
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(7) Related corporations that are not associ- 
ated — For the purposes of subsection 181.3(4) and 
this section, a Canadian-controlled private corpora- 
tion and another corporation to which it would, but 
for this subsection, be related at any time shall be 
deemed -not:to be related to each other at that time 
where the corporations are not associated with each 
other at that time. 

History: Subsec. 181.5(7). added by 1994, c. 7, Sch. II (1991, c. 
49), s. 150, applicable to 1991 et seq. and, where a corporation so 
elected by notifying the Minister of National Revenue in writing 
before 1992 [1994, ¢. 7, Sch. VIII (1993, c. 24), s. 159 provides that 
where such an election is ‘made before December 11, 1993, the elec- 
tion shall be deeméd to ‘have been made before 1992] (and, where 
applicable, by filing with the Minister in prescribed form a revised 
agreement for the. purposes:,of subsec. 181.5(2)), to its 1989 and 
1990 taxation years. 

Definitions [s. 181.5]: °“amount” — 181(3), 248(1); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “Minister” — 248(1); “re- 
lated” — 181.5(6);°°(7);. 251(2); ““related group” — 251(4); 
“share” — 248(1); “taxation year” — 249. 


181.6 Return — Every corporation that is or would, 
but for subsection 181.1(4), be liable to pay tax 
under this Part for a taxation year shall file with the 


Minister, not later than the day on or before which | 


the corporation is required by section 150 to file its 
return of income for the year under Part I, a return of 
capital for the year in prescribed form containing an 
estimate of the tax payable under this Part by it for 
the year. 

Related Provisions: 150.1(5) — Electronic filing; 235 — Pen- 
alty for failure to file return even where no balance owing. 
History: S. 181.6 amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
108, to add “that is or would, but for subsection 181.1(4), be”, ap- 
plicable to 1992 et seq. . 


Definitions [s.: 181.6]: “corporation” —:248(1), Interpretation 


S. 181.7 


Act 35(1); “Minister” — 248(1); “taxation year” —249, 


Forms: T1962: Part I:3 tax credit;.T2147: Part [3 tax return — tax 
on large*corporations; T2148: Part.I.3 tax return ~ tax on large fi- 
nancial institutions; T2149: Part 1.3 tax return — tax om large insur- 
ance age manor seri 


181.7 Provisions applicable to Part — Sections 
152, 158 and 159, subsection 161(11), sections 162 
to 167 and Division J of Part I apply to this Part with 
such modifications as the circumstances require and, 
for the purpose. of this section, paragraph He2(6)(@) 
shall be read as follows: .» 


“(a).a deduction orig section 181.1(4) in re- 
spect of any unused surtax credit (within the 
meaning assigned by: subsection 181. tise fora 
subsequent taxation year,” 


Related Provisions [s. 181.7]: 157(1), (2), (2.1) — Instalment 
and payment obligations; 161(1), (4.1) — Interest. 


History: S. 181.7 substituted for 181.7 to 181.9 by 1994; c. 7, Sch. 
VIII (1993, 'c. 24), s..109, pipiens to 1992 et seg. Ss. 181.7 to 
181.9 formerly read: 


181.7 (1) Payment of tax — Every corporation liable; to pay 
tax under this Part for a taxation year shall pay to the Re- 
ceiver General in respect of the year 


(a) either 


(i) on or before the last day of each month in the 
year, '/i2 of the amount estimated by it to be its tax 
payable under this Part for the year, 


(ii) on or before the last day of each month inthe 
year, '/12 of its first instalment base for the year, or 


(iii) on or before the last day of each of the first two. 
months in the year, '/i2 of its second instalment base 
for the year, and on or before the last day of each of 
the following months in the year, '/10 of the amount 
by which its first instalment base for thé year ex- 
ceeds. '/s of its second instalment base for the year; 
and 


»(b) the remainder of its tax are. under this Part for the 

-vyear;on or before ‘the day on or before which the corpo- 
ration is, pursuant to paragraph 157(1)(b), required to pay 
the remainder of its tax payable under Part I for the year 
or would.be so required if a remainder of that tax were 
payable and, where the corporation so elects in its return 
of income under this Part for the year, if clause 
157(1)(b)G)(A) were read as follows: 


“(A) the corporation carried on an active business 
in Canada in the year or in its immediately pteced- 
ing taxation year, and” 


(2) Instalment bases — In this section, 


(a) the first instalment base of a corporation for a particu- 
lar taxation year is the product obtained when the. tax 
payable under this Part by the corporation for its taxation 
year immediately preceding the particular year is multi- 
plied by the ratio that 365 is of the er aba days in that 
preceding year, and 


(b) the second instalment base of a corporation for a par- 
ticular taxation year is the amount of the first instalment 
base of the corporation for its taxation year immediately 
preceding the particular year, 


but where a particular taxation year of a corporation that was 
formed as’a result of an amalgamation or merger is its first 
taxation year ending after the amalgamation or merger, as the 
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case may be, 


(c) its first instalment. base for the particular year is the 
total of all amounts each of which is the product obtained 
when the tax payable under this Part by a corporation that 
entered into the amalgamation or merger, for its last taxa- 
tion year preceding the amalgamation or merger is multi- 
plied by the ratio that 365 is of the number of days in-that 
year, and 


(d) its second instalment base for the particular year is 
the total of all amounts each of which is an amount equal 
to the first instalment base of a corporation that entered 
into the amalgamation or merger, for its last taxation 5 
preceding the amalgamation or merger. 


181.8 (1) Interest — Where, at any time after the day on or 
before which a corporation is required to pay the remainder 
of its tax payable under this Part for a taxation year, 


(a) the amount of its tax plies under this Part for the 
year 


exceeds 


(b) the total of all amounts each of which is the amount 
paid at or before that time on account of its tax payable 
and applied as at that time by the Minister against the 
corporation’s liability for an amount payable under this 
Part for the year, 


the corporation shall pay to the Receiver General interest at a 
prescribed rate on the excess, computed for the period during 
which that excess is outstanding. 


(2) Idem — Where a corporation that is required by this Part 
to pay an instalment of tax has failed to pay all or any part 
thereof on or before the day on or before which the instalment 
was required to be paid, it shall pay to the Receiver General, 
in addition to the interest payable under subsection (1), inter- 
est at a prescribed rate on the amount that it failed to pay, 
computed from the day on or before which the amount was 
required to be paid to the earlier of the day of payment and 
the beginning of the period in respect of which the corpora- 
tion is required to pay interest thereon under that subsection. 


(3) Limitation on instalments — For the purposes of subsec- 
tion (2), where a corporation is required to pay an instalment 
- of tax for a taxation year computed by reference to amethod 
described in subsection 181.7(1), the corporation shall be 
deemed to have been liable to pay an instalment computed by 
reference to 


(a) its tax payable under this Part for the year, 

(b) its first instalment base for the year, or 

(c) its second instalment base for the year and its first 
instalment base for the year, 


whichever method gives rise to the least amount required to 
be paid by the corporation on or before the days referred to in 
subparagraphs 181.7(1)(a)(i) to (iii). 


181.9 Provisions applicable to Part — Sections 152, 158 
and 159, subsections 161(2.1), (2.2) and (11), sections 162 to 
167 and Division J of Part I are applicable to this Part with 
such modifications as the circumstances require. 


Income Tax Act 


read: 


(b) the remainder of its tax payable under this Part for the 
year, on or before the day on or before which the corporation 
is, pursuant to paragraph 157(1)(b), required to pay the re- 
mainder of its tax payable under Part-I for the year or would 
be so required if a remainder of that tax were payable. 


Pre-RSC History [Part 1.3]: Part 1.3 (ss. 181.1-181.9) added by 
1990, c. 39, s. 48, applicable (by subsec. 48(3), as amended by 
1991, c. 49, s. 257) to taxation years ending after June 1989, except 
that 


_ (a) in its application to the taxation year of a corporation com- 
mencing before July 1989, there may be deducted from the tax 
otherwise payable under Part I.3 by the corporation for the year 
an amount equal to that proportion of such tax that the number 
of days in the year that are before July 1989 is of the number of 

- days in the year; 


(b) in its application to taxation years of a corporation com- 
mencing before 1990, subsec. 181.7(1) shall be read as follows: 


181.7 (1) Every corporation liable to pay. tax under this 
Part for a taxation year shall pay to the Receiver General 
‘in respect of the year, 


(a). in the case of a taxation year ending before 1990, 
the tax payable by it under this Part:for the year on or 
before the later of January 15, 1990 and the day on 
or before which the corporation is, pursuant to para- 
graph 157(1)(b), required to pay the remainder of its 
tax payable under Part I for the year or would be so 
required if a remainder of that tax were payable, and 


(b) in the case of a taxation year ending after 1989, 
(i) either 


(A) on or before the last day of each month 
ending in the year and after 1989, an amount 
equal to the amount estimated by it to be its 
tax payable under this Part for the year di- 
vided by the number of months ending in the 
year and after 1989, 


(B).on or before the last day of each month 
ending in the year and after 1989, an amount 
equal to its first instalment base for the year 
divided by the number of months ending in 
the year and after 1989, or 


(C) on or before the last day of the first two 
months ending in the year and after 1989, an 
amount equal to its second instalment base 
for the year divided. by the number of 
months ending in the year and after 1989, 
and on or before the last day of each of the 
following months in the year, an amount 
equal to the amount by which 


(I) its first instalment base for the year 
exceeds 


(II) (that proportion of its second instal- 
ment base for the year that 2 is of the 
number of months ending in the year 
and after 1989, 


Para. 181.7(1)(b) substituted by 1994, c..7, Sch. II (1991, c. 49), s. 
151, applicable to taxation years ending. after June 1989, except 
that, in its application to taxation years ending before 1991, an elec- 
tion referred to in the para. made by a corporation by notifying the 
Minister of National Revenue in writing before 1992 [1994, c. 7, 
Sch. VIII (1993, c. 24), s. 159 provides that where such an election 
is made before December 11, 1993, the election shall be deemed to 
have been made before 1992] shall be deemed to have been made 
by the corporation in its return of income under Part I.3 for the taxa- 
tion year to which the election relates. Para. 181.7(1)(b) formerly 
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divided by the number of such followisie 
months, and 


(ii) the remainder of its tax payable under this 
Part for the year, on the day on or before which 
the corporation is, pursuant to paragraph 
157(1)(b), required to pay the remainder of its 
tax payable under Part I for the year or would be 
so required if a remainder of that tax were paya- 
ble and clause 157(1)(b)(i)(A) were read as 


Part Il — Tobacco Manufacturers’ Surtax 


follows: 


“(A) the corporation carried on an active 
business in Canada in the year or in its im- 
_ mediately preceding taxation year, and,” 


(c) for the purposes of subsec. 181.7(2),. the tax payable by a 
corporation under Part 1,3, 


(i) for a taxation year ending before July 1989. shall be 
deemed to be the. amount that would be its tax payable 
under that Part for that year if that Part applied in respect of 
that year and its capital deduction under that Part for the 
year were its capital deduction under that Part for its first 
taxation year ending after June 1989, and 
(ii), for its first taxation year ending after June 1989 shall be 
deemed to be the product obtained when its tax payable 
under that, Part for that year is multiplied by the ratio that 
the number of days in that year is of the number of days in 
that year ending after June*1989; and 
(d) in its application to taxation years of a corporation com- 
mencing before 1990, the reference in subsec. 181.8(3) to “sub- 
paragraphs 181.7(1)(a)(i)-to.(4i1)” shall be read as a reference to 
“clauses 181,7(1)(b)G)(A) to (C)”. 


181. ae Prov 


Part I! — Tobacco 
Manufacturers’ Surtax 


182. (1) Surtax — Every corporation shall pay a tax 
under this Part for each taxation year equal to 40% 
of that proportion of the corporation’s Part I tax on 
tobacco manufacturing profits for the year that 


(a) the number of days in the year that are after 
February 8, 1994 ent before February 9, 2000 


is of | | 
(b) the number of days in the year. 
Related Provisions: 183 — Return and payment of tax. 


History: Para. 182(1)(a) amended by 1997, c. 26, s. 77, applicable 
to taxation years ending after February 8, 1997. Para. (a) formerly 
read: 


(a) the number of days in the year that arevafter February 8, 
1994 and before February 9, 1997 


(2) Definitions — In this Part, 


“Part I tax on tobacco manufacturing profits” of 
a corporation for a taxation year means 21% of the 


S. 182 


amount iecioaecs by the formula. 


SACK AB: 
“ba 


=D 


where 


A is the amount that would be the corporation’s Ca- 
nadian manufacturing and processing profits for 
the year, within the meaning assigned by subsec- 
tion 125.1(3), if the total of all amounts, each of 
which is the corporation’s loss for the year from 
an active business, other, than tobacco manufac- 
turing, carried on by it in Canada, were equal to 
the lesser of 


(a) that total otherwise determined, and 


(b) the total of.all amounts, each of which is 
the amount of the corporation’s income for 
the year from an active business, other than 
tobacco manufacturing, carried on by it in 
Canada. ) 


B is the corporation’s tobacco manufacturing capi- 
tal and labour cost for the year, 


C is the total of thé corporation’s cost of manufac- 
turing and processing capital for the year and its 
cost of manufacturing and- processing labour for 
the year, within the meanings assigned by regula- 

tions made for the purposes of section 125.1, and 

D is 

(a) where the corporation isa Canadian- -con- 
trolled. private corporation throughout the 
year, the corporation’s business limit for the 


year as determined for the purpose of section 
125, and 


(b) in any other case, at 


Related Provisions: 257 — Formula cannot cdfeulaten to less than 
Zero. 


Regulations: 5202; 5204 feos of manufacturing and processing 
capital, cost of manufacturing and processing labour). 


“tobacco manufacturing” means any activity (other 
than farming) relating to the manufacture or process- 
ing in Canada of tobacco or tobacco products in or 
into any form that is, or would after any further ac- 
tivity become, suitable for smoking; 


“tobacco manufacturing capital and labour cost’’ 
of a corporation for a taxation year means the total of 
the amounts that would be the corporation’s cost of 
manufacturing and processing capital for the year 
and its cost of manufacturing and processing labour 
for the year, within the meanings assigned by regula- 
tions made for the purpose of section 125.1, if the 
manufacturing or processing referred to in the defini- 
tion “qualified activities” in those regulations were 
tobacco manufacturing. ? 


Regulations: 5202, 5204 (cost of manufacturing and processing 
capital, cost of manufacturing and processing labour). 


History: S. 182 added by 1994, c. 29, s. 16, applicable to taxation 
years ending after February 8, 1994. 
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Definitions [s. 182]: “active business”, “amount” — 248(1); 
“business limit” — 125(2)-(5); “Canada” — 255; ‘“‘Canadian-con- 
trolled private corporation” — 125(7), 248(1); “carried on in Can- 
ada” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“farming” — 248(1); “Part I tax on tobacco manufacturing prof- 
its” — 182(2); “taxation year” — 249; “tobacco manufacturing”, 
“tobacco manufacturing capital and labour cost” — 182(2). 


183. (1) Return — Every corporation that is liable 
to pay tax under this Part for a taxation year shall file 
with the Minister a return for the year in prescribed 
form not later than the day on or before which the 
corporation is required by section 150 to file its re- 
turn of income for the year under Part I. 


Related Provisions: 150(1)(a) — Deadline for Part I return: 
150.1(5) — Electronic filing. 


Forms: T1123: Part II tax return — tobacco manufacturers’ surtax. 


(2) Payment — Every corporation shall pay to the 
Receiver General on or before the later of June 30, 
1994 and the last day of the second month after the 
end of each taxation year its tax payable under this 
Part for the year. 


(3) Provisions applicable — Subsections 150(2) 
and (3), sections 151, 152, 158 and 159, subsections 
161(1) and (11), sections 162 to. 167 and Division J 
of Part I apply to this Part with such modifications as 
the circumstances require. . 


History: S. 183 added by 1994, c. 29, s. 16, applicable to taxation 
years ending after February 8, 1994. 


Definitions [s. 183]: “corporation” — 248(1), Interpretation Act 
35(1); “Minister”, “prescribed” — 248(1); “taxation year” — 249. 


Pre-RSC History [former Part II]: Former Part IJ (ss. 181, 182) 
repealed by 1986, c. 55, s. 68, applicable with respect to taxes paya- 
ble for taxation years commencing after 1986. Part II had read: 


Part i! — Tax on Corporation 
Paying Dividend out of Small 
Business Income 


181. (1) Tax imposed — Every corporation shall on or 
before the last day. of the third month after the end of each 
taxation year pay a tax under this Part for that taxation year 
equal to the lesser of 


(a) 12'h% of the aggregate of taxable dividends paid by 
the corporation in the year and before 1987 and at a time 
when the corporation was not exempt from tax under Part 
I, other than taxable dividends paid in respect of a small 
business development bond to a person with whom the 
corporation was dealing at arm’s length, and 


(b) '/ of the corporation’s preferred-earnings amount at 
the end of the year. 


_ (2) “Preferred-earnings amount” — In this Part, “preferred- 
earnings amount” of a corporation at the end._of any taxation 
year means the amount, if any, by which the aggregate of 


(a) the corporation’s preferred-earnings amount, if any, at 
the end of the immediately preceding taxation year, and 


(b) where subsection 125(1) applies to the corporation in 
respect of the year and the corporation is not exempt 
from tax under Part I at any time in the year, */s of the 
least of the amounts determined under paragraphs 
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125(1)(a) to (c) in respect of the corporation for the year 
exceeds the aggregate of 


(c) the aggregate of taxable dividends paid by the corpo- 

ration in the immediately preceding taxation year and the 

tax payable by the corporation under this Part pursuant to 

subsection (1) for the immediately preceding taxation 

year, to the extent that such aggregate does not exceed 

the corporation’s preferred-earnings amount at the end of 
that year, 


(d) 9 times the amount of the tax paid by the corporation 
for the year pursuant to subsection (4), and 


(e) where subsection 190(1) applies to the corporation at 
any particular time in the year, 3/4 of the amount of the 
corporation’s preferred-rate amount (within the meaning 
assigned by paragraph 190(2)(b)) at that time. 


(3) Taxation years before 1983 — The preferred-earnings 
amount of a corporation at the end of taxation years com- 
mencing before 1983 shall be deemed to be nil. 


(4) Amalgamation and winding-up — Where there has 
been an amalgamation or merger of two or more corporations 
or a winding-up (within the meaning assigned by subsection 
88(1)) of a subsidiary and the tax under this Part that would 


have been payable as a consequence of, 


(a) in the case of an amalgamation or merger, the distri- 
bution of all the property of the predecessor corporations 
to their shareholders immediately before the amalgama- 
tion or merger, or _ 


(b) in the case of a winding-up, the distribution of all the 
property of the parent and the subsidiary to their share- 
holders immediately before the winding-up, 


exceeds the tax under this Part that would have been payable 
by the amalgamated or merged corporation, or the parent, as 
the case may be, as a consequence of the distribution of all of 
its property immediately after the amalgamation, merger or 
winding-up, the amalgamated or merged corporation or the 
parent, as the case may be, shall, on or before the last day: of 
the third month after the end of its first taxation year ending 
after the amalgamation, merger or winding-up, pay a tax 
under this Part equal to such excess. 


(5) Payment of tax — Where a taxpayer has 


(a) received» an: amount in a taxation year from a_ 
corporation — 


(i) as consideration for the disposition of any shares 
of the capital stock of a corporation to a person with 
whom the taxpayer was not dealing at arm’s length, 


(11) as a taxable dividend, other than a taxable divi- 
dend paid out of retained earnings of the corporation 
except its retained earnings attributable 


(A) to any other corporation, or 


(B) to the disposition of any of its property, 
other than a disposition in the ordinary course of 
its business, to a person with whom the corpora- 
tion was not dealing at arm’s length, or. 


(ii1) as a loan, or 
_ (b) become indebted in a taxation year to a corporation 


and the amount was received or the indebtedness was in- 
curred as part of a transaction effected or to be effected after 
November 12, 1981 or as part of a series of transactions each 
of which was or is to be effected after that day and it may 
reasonably be considered that one of the main purposes 
thereof was to avoid the tax that might otherwise have been 
or become payable under this Part by reason of a distribution 
of property of any particular corporation, the particular corpo- 
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ration.shall, on or before the last.day of the third month after 
the end of the year, pay a tax under this Part for the taxation 
year of the particular corporation: in which the amount was 
received or the indebtedness was incurred by the taxpayer 
equal to the amount of the tax that is or may be avoided by 
reason of the transaction or series of transactions. 


(6) Application ae - Siisertinn (5) Anes not apply with respect 
to any loan or indebtedness where at the time the loan was 
made or the indebtedness was incurred bona fide arrange- 
ments were made for the repayment thereof within a reasona- 
ble time or where subsection, 15(2) was applicable with re- 
spect to the loan or the indebtedness. 


182. (1) Filing of return and payment of tax — Every cor- 
poration that is liable to pay tax under this Part for a taxation 
year shall, on or before the day on or before which it is re- 
quired to file its return of income. under Part I for the year, 
file with the Minister a return so the year under this Part in 
prescribed form. 


(2) Interest — Where a corporation is liable to pay tax under 
this Part and has failed to pay all or any part thereof on’ or 
before the day on or before which the tax was required tobe 
paid, it shall pay to the Receiver General interest at the pre- 
scribed rate on the amount that it failed to pay computed from 
the day on or before which the tax was required to be paid to 
the day of payment. 


(3) Provisions applicable to Part — Sections 151, 152, 158 
and 159, subsections 161(7) and (11),.sections 162 to 167 and 
Division J of Part I are applicable to this Part with such modi- 
fications as the circumstances require. 


Former para. 181(1)(a) amended by 1986, c. 55, s. 67, to substitute 
“in. the year and before 1987” for “in the year”. 


Former subsec. 182(3) substituted by. 1986, c. 6,.S; 94, to.add refer. 
ence to subsection 161(11). 


Former para..181(2)(b) amended by 1985,-c. 45,.s..97, to substitute 
“where subsection 125(1) applies to the corporation in respect of the 
year and the corporation is not exempt” for “‘where the corporation 
is not exempt”, applicable to taxation years commencing after 1982, 
except that in its application to the 1983 and 1984 taxation years, 
the reference to “(c)” shall be read as a reference to “(d)”. 


Former subsecs. 182(2), (3) substituted by 1985, c. 45, subsec. 
98(1), subsec. 182(3), applicable with respect to subsequent taxation 
years referred to in subsec. 161(7) ending after May 9, 1985. Sub- 
secs. 182(2), (3) formerly read: 


(2) Interest — Where a corporation is liable to pay tax under 
this Part and has failed: to pay all or any part thereof on the 
day on. or before which it was required to pay the tax, it shall, 
on payment of the amount in default, pay interest at the pre- 
scribed rate from the day on or before which it was required 
to make the payment to the day of payment. 


(3) Provisions applicable — Sections 151, 152, 158, 159 
and 162 to 167 and Division J of Part I are‘ applicable, with 
such modifications-as the circumstances require, to this Part. 


Former para. 181(2)(b) substituted by 1984, c. 45, s. 76, to substi- 
tute the reference to para. 125(c) for. (d); applicable, to 1985-et seq. 


Former Part II added by 1980-81-82-83, c. 140, s.:109, applicable 
after November 12, 1981, except that no return for a, taxation year 
under Part I is required to be filed, and no tax under Part II is paya- 
ble before the day that is 30 days after March 30, 1983. 


History of Pre-1978 Part Il: The headings preceding s. 181 
repealed by 1977-78, c. 1, s. 80, applicable after December 31, 
1977. Those headings had’ read: 
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Part I! — Tax on Redemption or 
~ Acquisition by Corporation of 
Capital Stock Thereof 


S. 181 repealed by 1977-78, c..1,.s, 81, applicable in respect of 
purchases of shares after March a 1977. S. 181 STU AN read: 


181. (1) Tax on excess of purchase price paid — Where a 
corporation has, at any time in a taxation year and after 1971, 
purchased any of its shares in the open market in the manner 
in which shares would normally be purchased by any member 
of the public in the open market and the purchase is not an 
acquisition to which section 182 applies, the corporation 
shall, on or before the day on or before which it is required to 
file its return of income under Part I for the year, pay a tax 
under this Part of 25% on the amount, if any, by which the 
purchase price paid by the corporation for the shares exceeds 
the lesser of 


(a) the paid-up capital in respect thereof immediately 
before the purchase, and 


(b) the paid-up capital limit of the corporation immedi- 
ately before the purchase. 


(2) Definitions — In subsection (1) “paid-up capital limit” of 
a corporation and “paid-up capital” in respect of any share 
have the meanings assigned by subsection 89(1). 


Ss. 182, 183 repealed by 1977-78, c. 1, subsec. 82(1), applicable in 
respect of acquisitions or redemptions of shares after December 31, 
1977. Ss. 182, 183 formerly read: 


182. (1) Tax on premium paid on redemption. or acquisi- 
tion — Where a corporation, other than a non-resident-owned 
investment corporation, has in a taxation year redeemed or 
acquired any of its shares, other than a common share, at a 
premium, the corporation shall, on or before the day on or 
before which it is requited to file its return of income under 
Part I for the taxation year in which the share was redeemed 
or acquired, 


(a) in the case is any such redemption’ or acquisition 
where 


(i) the share was issued on or before February 19, 
1953, and 


(ii) the maximum amount payable by the corporation 
in-respect of the redemption or acquisition of the 
share was fixed, by or in' accordance. with the law 
under which the corporation was incorporated, on or 

. before February 19, 1953, and has not been increased 
since that date, 


pay a tax under this Part of 20% on the amount of the 
premium on the share; and 


(b) in the case of any such redemption or acquisition, 
other than a redemption or acquisition to which para- 
graph (a) applies, where 


(1) the share was issued on or before June 18, 1971, 
and 


(ii) the maximum amount payable by the corporation 

in respect of the redemption or acquisition of the 
share was fixed, by or in accordance with the law 
under which the corporation was incorporated, on or 
before June 18, 1971 and has not been increased 
since that-date, 


pay a tax under this Part on the amount of the premium 
on the share equal to 


(11) 20%. thereof, if the amount of the premium on 
the share was not more than 10% of the amount re- 
ferred to in paragraph (2)(a) or (b), as the case -may 
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be, and 


(iv) 30% thereof, if the amount of the, premium on 
the share was more than 10% of the amount referred 
to.in paragraph (2)(a) or-(b), as the case may be. 


(2) When share deemed, redeemed at premium — For 
the purpose of this section, a share has been redeemed or ac- 
quired at a premium if the amount payable by. the corporation 
in respect of the redemption or acquisition exceeds the paid- 
up. capital in respect of the share immediately before the re- 
demption or acquisition and the premium is the amount of the 
excess. 


183. (1) Information return — Every corporation that has in 
a taxation year 


(a) purchased any of its shares in the open market in the 
manner described in subsection 181(1), or 


(b) redeemed or acquired any of its shares, other than a 
common share, 


shall, on or before the day on or before which it is required to 
file its return of income under Part I for the year, file a return 
of the transaction in prescribed form. 


(2) Interest — Where a corporation is liable to pay tax under 
this Part and has failed to pay all or any part thereof on the 
day on or before which it was required to pay the tax, it shall, 
On payment of the amount in default, pay interest at a pre- 
scribed rate per annum from the day on or before which it 
was required to make the payment to the day of payment. » 


(3) Provisions applicable to: this Part — Section 152, sec- 
tions 162 to 167 and Division J of Part I are applicable muta- 
tis mutandis to this Part. 


Subsec. 182(2) substituted by 1974-75-76, c. 26, s. 109, applicable 


in, respect of acquisitions or redemptions of shares after May 6, | 


1974. Subsec. 182(2) formerly read: 


(2) For the purpose of this section, a share has been redeemed 
» Or acquired at a premium if the amount payable by the corpo- 
ration in respect of the redemption or acquisition exceeds 


(a) the par value of the share, if it had a par value, or 


(b) if the share had no par value, that proportion of the 
paid-up capital of the corporation, immediately prior to 
the redemption or acquisition of the share, with respect to 
the class of shares to which the share belongs that one is 
of the number of issued shares of the class immediately 
prior to the redemption or acquisition of the share, 


and the premium is the amount of the excess. 


Application — Former Part Il: 1977-78, c. 1, subsec. 82(3) pro- 
vides that in respect of acquisitions or redemptions of shares after 
May 6, 1974, subparas. 182(1)(b)Gii) and (iv) shall be read as 
follows: 


(iii) 20% thereof, if the amount of the premium on the share 
was not more than 10% of the paid-up capital in respect of 
the share, and 


(iv) 30% thereof, if the amount of the premium on the share 
was more than 10% of the paid-up capital in respect of the 
share. 


1977-78, c. 1, subsec. 82(4) provides that after March 31, 1977 and 
before 1978, subsec. 183(1) shall be read:as follows: 


183. (1) Every ‘corporation that has in a taxation year re- 
deemed or acquired any of its shares, other than a common 
share, at a premium, shall on or before the day on or before 
which it is required to file its return of income under Part I for 
the year, file a return of the transaction in prescribed form. 


Income Tax Act, Part II 


Part IIl.1— Tax on Corporate 
Distributions 


183.1 (1) Application of Part — This Part applies 
to a corporation (other than a mutual fund corpora- 
tion) for a taxation year in which the corporation, at 
any time in the year, — 


(a) was a public corporation; or 


(b) was resident in Canada and had a class of 
shares outstanding that were purchased and sold 
in the manner in which such shares normally are 
purchased and sold by any member of the public 
in the open market. 


(2) Tax payable — Where, as a part of a transac- 
tion or series of transactions or events, . 


(a) a corporation, or any person with whom the 
corporation was not dealing at arm’s length, has, 
at. any time, paid an amount, directly or indi- 
rectly, to any person as proceeds of disposition of 
any property, and | 


(b) all or any portion of the amount may reasona- 
bly be considered, having regard to all the cir- 
cumstances, to-have been paid as a substitute for 
dividends that would otherwise have been paid in 
the normal course by the corporation, 


the corporation shall, on or before the day on or 
before which it is required to file its return of income 
under Part I for its taxation year that includes that 
time, pay a tax of 45% of that amount or portion 
thereof, as the case may be. 


Related Provisions: 248(10) — Series of transactions. 


(3) Stock dividend — Where, as a part of a trans- 
action or series of transactions or events, 


(a) a share was issued by a corporation as a.stock 

dividend and the amount of the stock dividend 

was less than the fair market value of the share at 
the time that it was issued, and 


(b) the share or any other share of the capital 
stock of the corporation was purchased, directly 
or indirectly, by the corporation, or by a person 
with whom the corporation was not dealing at 
arm’s length, for an amount in excess of its paid- 
up capital, : 
that excess shall, for the purposes of subsection (2), 
be deemed to have been paid as.a substitute for divi- 
dends that would otherwise have been paid in the 
normal course by the corporation. 


(4) Purchase of shares — Where, as a part of a 
transaction or series of transactions or events, 


(a) a share of the capital stock of a corporation 
was purchased, directly or indirectly, by the cor- 
poration, or any person with whom the corpora- 
tion was not dealing at arm’s length, and 


(b) any portion of the amount paid for the share 
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-/may reasonably be considered, having regard’ ‘to 
all the circumstances, as consideration for a divi- 

. dend that had been. Reclared: but: not hayes paid, on 
the share, 


that portion of the amount shall, for the purposes of 
subsection (2), be’deemed to ‘have béen paid as a 
substitute for dividends that ‘would otherwise have 


been paid in the normal. course by the corporation | 


notwithstanding that the dividend. WAS actually paid 
thereafter. 


(5) Indirect payment — Where, as a part of a 
transaction or series of transactions or events, a-per- 


son received a payment froma corporation, ‘or from | 


any person with whom-the corporation was not deal- 
ing at arm’s length, in consideration, in whole or in 
part, for paying an amount to any other. person as 
proceeds of disposition of any property, the corpora- 
tion shall, for the purposes of ‘subsection (2), be 
deemed to have. paid the amount indirectly to the 
other person. 


(6) Where subsec. (2) does not applies Sub- | 
section (2) does not apply if none of the purposes of — 


the transaction or series of transactions or events re- 
ferred to therein may reasonably be considered, hav- 


ing regard to all the circumstances, to have been to | 


enable. shareholders of a corporation who are. indi- 
viduals or non-resident. persons to receive an 
amount, directly or indirectly, as proceeds: of dispo- 
sition of property rather than as a dividend on a share 
that was of a class that was listed on a stock ex- 
change or that was purchased and sold in the manner 
in which sharés are normally purchased and sold by 
any. member of the public in the open market. 


(7) Where subsec. 110. 6(8) does not apply — 
Where this section has been applied in respect.of an 
amount, subsection 110.6(8).does not. apply to the 
capital gain in respect of which the amount: formed 
all or a part of the proceeds of disposition. 


Pre-RSC._ History: S. 183.1 substituted by 1988, c. 55, s. 149, 


applicable with respect to transactions entered into on or after Sep- | 


tember 13, 1988, other than transactions that are part of a series of 
transactions, determined without .reference to: subsec::248(10) com- 
mencing before: September, 13,1988 and completed before 1989..S. 
183.1 formerly read: 


183.1 (1) Tax payable — Where, as Bako of a ‘transaction ‘or’ ‘ 

series of transactions or events, shares of the! capital stock of 

a corporation.(other than a mutual fund-corporation. as de-. 

fined in subsection 131(8)) resident in Canada (in. this; section ». 

referred to as the “acquiring corporation”) have, in a taxation 
year of the acquiring corporation, been acquired by the corpo- ~ 
' ration or any other person or a partnership and 


(a) subsection 84(2) or (3) was not applicable 1 in respect 
of the acquisition of the shares, 4 : oS 


(b) the consideration for the acquisition of the shares ex- 
ceeded the paid-up capital of the shares immediately 
before the acquisition, and 


(c) one of the main purposes of the transaction, or series 
of transactions or events can reasonably be considered to 
have been to enable shareholders of the acquiring corpo- 
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ration who are individuals to realize, either directly or in- 
directly, a distribution of corporate surplus by the acquir- 
ing corporation as proceeds of dispositionvof’a share, 


the acquiring ‘corporation ‘shall, on or before the day on or 
before which it is required:to file its:return of income under 
Part I for its taxation year in which the shares were acquired, 
pay atax of 50% of the amount by which the consideration 


‘for the acquisition of the:shares exceeded their paid-up capital 


immediately before the acquisition: 


(2) Idem — For the purposes of subsection (1), 


(a) where a person or partnership has acquired property 
~ that can reasonably be considered to have been substi- 
tuted for a share of the capital ‘stock of a corporation, the 
person or partnership shall be deemed to have acquired 
the share for which the property was: substituted for con- 
. sideration equal to the purchase price of the property; and 


~ (b) a distribution’ of corporate surplus by an acquiring 

~ corporation shall be deenied to have-occurred' where the 
consideration for the acquisition ‘of a share is provided or 
is to be provided,’ directly or indirectly in any manner 
whatever, by the acquiring corporation and that consider- 
ation exceeded the paid-up capital of’ the share immedi- 
ately before the acquisition. 


(3) Non-application of subsection (1) — Subsection (1) 
does not apply with respect to an acquisition, at any time, of a 


_ share of the capital stock of an acquiring corporation as a part 
__ of a series of transactions or events to the extent that the sub- 


section has been applied with respect to any acquisition, 
before that time, of that share as part of the series. _ 


(4) Restrictions — For greatér certainty, subsection (1) does 


“not apply with respect to an acquisition of a sharé’of the capi- 


tal stock of an acquiring corporation where the acquisition 
was part of a series of transactions or events the principal pur- 
pose of which was to effect. 


(a).an acquisition of adlitral of the acquiring corporation 
or a predecessor corporation (within the meaning as- 
signed by section 87) of the. acquiring corporation, as the 
case may be, by one,or more persons or partnerships 
(which persons or partnerships are.referred to in this par- 
agraph as the * purchaser, ’) unless. the purchaser was not., 
dealing at arm’s length with the person or partnership — 
that controlled or all of the persons or partnerships that 
were part of a group that controlled the acquiring corpo- 
ration or the predecessor corporation, as the case may be, 
immediately before. the commencement of the series; 


(b). the acquisition of all. of the shares of the: acquiring 
corporation owned. by. a person: or partnership. that was 
dealing at arm’s length with the acquiring corporation, in 
order. to increase the degree of control, of the; acquiring « 
corporation or a predecessor corporation (within the 
meaning assigned by section 87) of the acquiring corpo- 
ration, as the case may. be, by those ‘shareholders that 

’ controlled the acquiring corporation or the predecessor 
corporation, as the Case’ may’ be, immediately before the 
commencement of the series; or->..; ’ 
(c) the acquisition of a prescribed. share of the capital 
stock of the acquiring corporation owned by an employee 
of the acquiring corporation or a.corporation with which... 
it did not deal at arm’s length where the employee was — 
dealing at arm’s length with each such corporation imme- 
diately before the commencement of the series, and 


(i) the consideration,for. the. acquisition of the share 
did not exceed the lesser of thé cost or adjusted.cost 
base of the share to the employee immediately before 
the acquisition and’ the acquisition of the share was 
provided ‘for in an employee share purchase agree- 
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ment, under which the employee acquired the share, 
in order to protect the employee against: any loss in 
respect of the share, or 


(ii) the consideration for the acquisition of the share 
did not exceed its fair market value, immediately 
before the acquisition, and the acquisition of the 
share was’ provided for in an employee share 
purchase, agreement, under which the employee ac- 
quired the share, in order to provide a market for the 
share. 


(5) Amalgamation — Where .an acquiring corporation has 
been formed as a result of an amalgamation (within the mean- 
ing assigned by section 87) of two or more predecessor 
corporations, 


(a) for the purposes of paragraph (4)(a), where the one or 
more persons or partnerships that controlled or were part 
of a group that controlled the acquiring corporation im- 
mediately after the amalgamation did not control a prede- 
cessor corporation immediately before the amalgamation, 
that person or partnership or group of persons or partner- 
ships that controlled the acquiring corporation immedi- 
ately after the amalgamation shall be deemed to have ac- 
quired control of that predecessor corporation; and 


(b) for the purposes of paragraph (4)(b), where the share- 
holders that controlled the acquiring corporation immedi- 
ately after the amalgamation controlled a predecessor 
corporation immediately before the amalgamation and 
their degree of control of the acquiring corporation im- 
mediately after the amalgamation exceeded their degree 
of control of the predecessor corporation immediately 
before the amalgamation, those shareholders shall be 
deemed to have increased their degree of control of the 
predecessor corporation: 


(6) Prevailing provisions — Subsection (1) does not apply 
to an acquisition of a share of the capital stock of an acquir- 
ing corporation to the extent that subsection 84(8) or section 
84.1 or 212.1 applied or subsection 110.6(8), 245(1.1) or 
247(1) has been applied in respect of the acquisition or the 
transaction or series of transactions or events of: which the 
acquisition was a part. 
Definitions [s. 183.1]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “arm’s length” — 251(1); “Canada” — 255; 
“capital gain” — 39(1)(a), 248(1); “class of shares” — 248(6); “cor- 
poration” — 248(1), Interpretation Act 35(1); “dividend”, “em- 
ployee”, “individual” — 248(1); “mutual fund corporation” — 
131(8), 248(1); “non-resident” — 248(1); “paid-up capital” — 
89(1), 248(1); “person”, “prescribed”, “property” —248(1); “public 
corporation” — 89(1), 248(1); “resident in Canada” — 250; “series 
of transactions or events” — 248(10); “share”, “shareholder” — 
248(1); “substituted property” — 248(5); “taxation year” — 249. 


183.2 (1) Return — Every corporation liable to pay 
tax under this Part for a taxation year shall, on or 
before the day on or before which it is required to 
file its return of income under Part I for the year, file 
with the Minister a return for the year under this Part 
in prescribed form. 


Related Provisions: 150.1(5) — Electronic filing. 


Forms: 12141: Part IL.1 
distributions. 


tax return —tax on corporate 


(2) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152, 158 and 159, subsec- 
tions 160.1(1) and 161(1) and (11), sections 162 to 
167 and Division J of Part I are applicable to this 


Income Tax Act 


Part: with such modifications as the circumstances 


require. 

Definitions [s. 183.2]: “corporation” — 248(1),: Interpretation 
Act 35(1); “Minister”, “prescribed” — 248(1); “taxation year” — 
249, 


Pre-RSC History [Part Il.1]: Part II.1 (ss. 183.1, 183.2) added by 
1987, c. 46, s. 57, applicable with respect to acquisitions of shares 
after November 27, 1986 other than shares acquired before 1987 
pursuant to a written commitment made before November 28, 1986, 
except that, with respect to shares acquired before 1987, the refer- 
ence in subsection 183.1(1) to “50%” shall be read as a reference to 
“333%. 


Part Ili — Additional Tax on 
Excessive Elections 


184. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 184(1) repealed by 1977-78, c. 1, sub- 
sec. 83(1), applicable with respect to dividends payable after De- 
cember 31, 1978 except that with respect to dividends payable after 
March 31, 1977 and before 1979, the subsec. shall be read as 
follows: 


184. (1) Where a corporation has elected in accordance with 
subsection 83(1) in respect of the full amount of any dividend 
payable by it on shares of any class of its capital stock and the 
full amount of the dividend exceeds the aggregate of the por- 
tion thereof deemed by that subsection to be payable out of its 
tax-paid undistributed surplus on hand and the portion thereof 
so deemed to be payable out of its 1971 capital surplus on 
hand, the corporation shall, at the time of the election, pay a 
tax under this Part equal to '/2 of the excess 


Subsec. 184(1) formerly read: 


184. (1) Tax on excess of dividend paid over portion 
payable out of tax-paid undistributed surplus or 1971 
capital surplus — Where a corporation has elected in accor- 
dance with subsection 83(1) in respect of the full amount of 
any dividend payable by it on shares of any class of its capital 
Stock and the full amount of the dividend exceeds the aggre- 
gate of the portion thereof deemed by that subsection to be 
payable out of its tax-paid undistributed surplus on hand and 
the portion thereof so deemed to be payable out of its 1971 
capital surplus on hand, the corporation shall, at the time of 
the election, pay a tax under this Part equal to the amount of 
the excess. 


(2) Tax on excessive elections — Where a cor- 
poration has elected in accordance with subsection 
83(2), 130.1(4) or 131(1) in respect of the full 
amount of any dividend payable by it on shares of 
any class of its capital stock and the full amount of 
the dividend exceeds the portion thereof deemed by 
that subsection to be a capital dividend or capital 
gains dividend, as the case may be, the corporation 
shall, at the time of the election, pay a tax under this 
Part equal to 7/4 of the excess. 


Related Provisions: 18(1)(t)— Tax is non-deductible. 


Pre-RSC History: Subsec. 184(2) substituted by 1986, c. 6, sub- 
sec. 95(1); applicable with respect to capital gains dividends paid 
after November 21, 1985 other than such dividends declared on or 
before that day, and with respect to life insurance capital dividends 
paid after May 23, 1985. Subsec. 184(2) formerly read: 


(2) Tax on excess of capital dividend or capital gains 
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dividend paid by corporation — Where a corporation has 
elected in accordance with subsection 83(2) or (2.1), 130.1(4) 
or 131(1) in respect of the full amount of any dividend paya- 
ble by it on shares of any class of its capital stock and the full 
amount of the dividend exceeds the portion’ thereof deemed 
by that subsection to be a capital dividend,.a life insurance 
capital dividend or a capital gains dividend, as the case may 
be, the corporation shall, at the time of the Seeeludt pay a tax 
under this Part equal to 


(a) where the corporation has elected in accordance with 
subsection 83(2) or (2.1) or 130.1(4), 34 of ‘the excess, 
and 


(b) where the corporation has elected in accordance with 
subsection 131(1), 3 of the excess. 


Subsec. 184(2) substituted by 1980-81-82-83, c. 140, subsec. 
110(1). 


Para. 184(2)(a) substituted by 1977-78, c. 1, subsec. 83(2), applica- 
ble with respect to dividends payable after March 31, 1977, to sub- 
stitute “3/4” for “the amount”. 

Subsec. 184(2) substituted by 1973-74, c. 49, subsec. 18(3 3), to add 
reference to subsec. 130.1(4) and para. (b). 


interpretation Bulletins: IT-66R6: Capital dividends. 


(2.1) Reduction of excess — Notwithstanding 
subsection (2), where a corporation. has elected in ac- 
cordance with subsection 83(2) in respect of the full 
amount of a dividend that became payable by it at a 
particular time in its 1988 taxation year and before 
June 18, 1987, the amount of the excess referred to 
in subsection (2) in respect of the dividend shall be 
deemed, for the purposes. of subsection. (2), to.be the 
amount of the. excess that. would have been deter- 
mined under subsection (2) in respect. of the dividend 
if the corporation’s taxation year had ended on De- 
cember 31, 1987. 

Pre-RSC History: Subsec. 184(2.1) added by 1988, c. 55, s. 150. 


Interpretation Bulletins: IT- O6RE: Capital dividends. 


(3) Election to treat excess as separate divi- 
dend — Where, in respect of a dividend payable at 
a particular time after 1971, a corporation would, but 
for this subsection, be required to pay a tax under 
this Part equal to all or a portion of an excess re- 
ferred to in subsection (2) of this section or subsec- 
tion 184(1) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, it may elect in 
prescribed manner on or before.a day that.is not later 
than 90 days after the day that is the later of. Decem- 
ber 15, 1977 and the day of mailing of the notice of 
assessment in.respect.of the tax that would otherwise 
be payable under this Part, and on such an election 
being made, subject to subsection (4), the following 
rules apply: 
(a) the amount by which the full amount of the 
dividend exceeds the amount of the excess shall 
be deemed for the purposes of the election that 
the corporation made in respect of the dividend 
under subsection 83(2), 130.1(4) or 131(1) of this 
Act or subsection 83(1) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, and for all other purposes of this Act to be 
the full amount of a separate dividend that be- 


S. 184(3.1)(a) 


came payable at the particular time: 


(b) such part of the excess as the corporation may 
claim shall, for the purposes of any election in re- 
spect thereof under subséction 83(2), 130.1(4) or 
131(1) of this Act or subsection 83(1) of the Jn- 
come Tax Act; chapter 148 of the Revised Stat- 
utes of Canada, 1952, and, where the corporation 
has so elected, for all purposes of this Act, be 
deemed to be the full amount of a separate divi- 
dend that became payable immediately after the 
particular time; 
(c) the amount by which the excess exceeds any 
portion deemed by paragraph (b) to be a separate 
dividend for all purposes of this Act shall be 
deemed to be a separate dividend that is a taxable 
‘dividend that) became payable at the particular 
time; and 

(d) each person who held any of the issued shares 

_ of the class of shares of the capital stock of the 
corporation in respect of which the full amount of 

the dividend was paid shall. be deemed 


(i) not to have received any portion of the div- 
idend, and 


(ii) to have received at the time the dividend 
was paid the proportion of any separate divi- 
dend, determined under paragraph (a), (b) or 
(c), that-the number of shares of. that class 
held by the person at the time the dividend 
was paid is of the number of shares of that 
class outstanding at that time except that, for 
the purpose of Part XIII, a separate dividend 
that is a taxable dividend, a capital dividend 
or a life insurance capital dividend shall be 
deemed to have been paid on the day that. the 
election in respect of this subsection is made. 

Related Provisions: 184(4) — Concurrence, with election; 

220(3.2), Reg. 600(b) — Late filing of election or revocation. 

Regulations: 2106 (prescribed manner). 

I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 

148 of the Revised Statutes of Canada, 1952”). 

Interpretation Bulletins: IT-66R6: Capital dividends. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(3.1) Election to treat dividend as loan — 
Where a corporation has elected in accordance with 
subsection 83(1) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, in respect 
of the full amount of any dividend that became paya- 
ble by it at a particular time after March 31, 1977 
and before 1979 and the corporation made a reasona- 
ble attempt to correctly determine its tax-paid undis- 
tributed surplus on hand immediately before the par- 
ticular time and its 1971 capital surplus on’ hand 
immediately before the particular time and all or any 
portion of the dividend 

(a) has given rise to a gain from the disposition of 


a share of the corporation by virtue of subsection 
40(3), or 
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(b) is an excess referred to-in subsection 184(1) 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, 


if the corporation so elects under this subsection, 


(c) in any case referred to in paragraph (a), not 
later than December 31, 1982 or such earlier day 
as is 90 days after the latest of 


(i) February 26, 1981, 


(ii) the day on which a notice of assessment or 
reassessment is mailed to a shareholder of the 
corporation in respect of a gain referred to in 
paragraph (a), and 


(iii) such day as is agreed to by the Minister in 
writing, or 


(d) in any other case, not later than 90 days after 
the later of 


(i) February 26, 1981, and 


(11) the day on which the Minister notifies the 
corporation by registered letter that it has an 
excess referred to in subsection 184(1) of the 
Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in respect of the 
dividend, 


and the penalty referred to in subsection (5) in re- 
spect of the election is paid by the corporation at the 
time the election is made, the following rules apply: 


(e) the whole dividend or such portion of it as the 
corporation may claim shall, for the purposes of 
this Act, be deemed not to be a dividend but to be 
a loan made at the particular time by the corpora- 
tion to the persons who received all or any por- 
tion of the dividend if the full amount of the loan 
is repaid to the corporation before such date as is 
stipulated by the Minister and the corporation sat- 
isfies such terms and conditions as are specified 
by the Minister, and 


(f) sections 15 and 80.4 do not apply to such.a 
loan. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


Selected Cases [subsec. 184(3.1)]: Special Risks Holdings 
Inc. v. Canada, [1995] 1 C.T.C. 202 (FCA); [1994] 2 C.T.C. 274 
(FCTD) (No reasonable attempt to correctly determine surpluses). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, —— 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(3.2) Idem — Where a corporation has elected in 
accordance with subsection 83(2) in respect of the 
full amount of any.dividend that became payable by. 
it at a particular time after December 3, 1985 and 
before 1986 and the corporation made a reasonable 
attempt to correctly determine its capital dividend 
account immediately before the particular time and 
all or any portion of the dividend is an excess re- 
ferred to in subsection (2), if 


(a) the corporation so elects under this subsection 


Income Tax Act 


not later than 90 days after the later of 
(i) December 19, 1986, and 


(11) the day on which the Minister notifies the 
corporation by registered letter that it has an 
excess referred to in subsection (2) in respect 
of the dividend, and 


(b) the penalty referred to in subsection (5) in re- 
spect of the election is paid by the corporation at 
the time the election under this subsection is 
made, 


the following rules apply: 


(c) the whole dividend or such portion of it as the 
corporation may claim shall, for the purposes of 
this Act, be deemed not to be a dividend but to be 
a loan made at the particular time by the corpora- 
tion to the persons who received all or any por- 
tion of the dividend if the full amount of the loan 
is repaid to the corporation before such date as is 
stipulated by the Minister and the corporation sat- 
isfies such terms and conditions as are specified 
by the Minister, and 


(d) sections 15 and 80.4 do not apply to such a 
loan. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(4) Concurrence with election — An election 
under subsection (3) is not valid unless 


(a) it is made with the concurrence of the corpo- 
ration and all its shareholders 


(i) who received or were entitled to receive all 
or any portion of the dividend in respect of 
which a tax would, but for subsection (3), be 
payable under this Part, and 


(ii) whose addresses were known to the corpo- 
ration; and 


(b) either 


(i) it is made on or before the day that is 30 
months after the day on which the dividend 
became payable, or 


(ii) each shareholder described in subpara- 
graph (a)(i) concurs with the election, in 
which case, notwithstanding subsections 
152(4) to (5), such assessment of the tax, in- 
terest and penalties payable by each such 
shareholder for any taxation year may be 
made as is necessary to take the corporation’s 
election into account. | 


Related Provisions: 185 — Assessment of tax. 


(5). Penalty — The penalty in respect.of an election 
under subsection (3.1) or (3.2) in relation to a partic- 
ular dividend is an amount equal to the product ob- 
tained when $500 is multiplied by the proportion that 
the number of months or parts of months during the 
period commencing on the day the dividend became 
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payable and ending on the day on which that election 
was made is of 12. 


Related Provisions: 18(1)(t)— Penalty is non-deductible; 
220(3.1)—— Waiver of penalty by Revenue Canada. 


History: Subsec. 184(4) substituted by 1994, c. 7, Sch. II (1991, c. 
49), s. 152, applicable to elections made after July 13, 1990. Subsec. 
184(4) formerly read: 


(4) Concurrence with election — An election under subsec- 
tion (3), (3.1) or (3:2) is ‘not valid unless it is made with the 
concurrence of the corporation and all the shareholders who 
received or were entitled to receive all or any portion of the 
dividend in respect of which a tax would, but for subsection 
(3), (3.1) or (3.2), be payable under this Part or under Part I 
and whose addresses were known to the corporation. 


Pre-RSC History: Subsec. 184(3.2) added, subsec. 184(4) 
amended to substitute ‘“‘subsection: (3), (3.1) or (3.2)” for “subsec- 
tion (3) or (3.1)” Gn two places), and subsec. 184(5) amended to 
substitute “subsection (3.1) or (3.2)” for “subsection (3.1)”, by 
1986, c. 55, s. 69. 


Paras. 184(3)(a), (b) substituted by 1986, c. 6, subsec. 95(2), to de- 
lete, from each, reference to subsection 83(2.1), applicable with re- 
spect to dividends paid after, May 23, 1985. : 


Para. 184(3)(b) substituted by 1984,-c. 1, s. 91, applicable after 
March 29, 1983, to add the reference.to subséc. 83(2). 


Paras. 184(3)(a), (b), subpara. 184(3)(d)(ai) pistelaiien oe 1980-81- 
82-83, c. 140, subsecs. 110(2), (3): 


Para. 184(3)(d), subsec. 184(4) substituted, subsecs: 184(3.1), (5) 
added by 1980-8 1-82-83, c. 48, subsecs. 91(1); (2);:para. 184(3)(d) 
applicable for the purpose of determining the amount on which.a 
corporation may make an election under subsections 83(2), 130.1(4) 
and 131(1) at any time after December 11, 1979. Para. 184(3)(d), 
subsec. 184(4) formerly read: 


(d) each person who held any of the issued shares of the 
class of shares of the capital stock of the corporation in 
respect of which the full.amount of the dividend was 
paid, shall be deemed to have received at the time the 

_ dividend was paid the proportion of any separate divi- 
dend determined under paragraph (a), (b) or (c), that the 
number of shares of that class held by him at the time the 
dividend was paid is of the number of shares.of that class 
outstanding at that time except that for the purpose of 
Part XIII, a separate dividend that is a taxable dividend or 
a capital dividend shall be deemed to have been paid on 
the day that the election in respect of this subsection is 
made. 


(4) Idem — An election under subsection (3) is‘not valid un- 
less it is made with the concurrence of the corporation and all 
the: shareholders who received or were entitled to receive all 
or any: portion of the dividend in respect of which a tax 
would, but for that subsection, be payable under this Part and 
whose addresses were known to the corporation. 


Subsecs. 184(3), (4) added by 1977-78, c. 1, subsec. 83(3), applica- 
ble with respect to dividends that became payable after 1971. 

Definitions [s. 184]: “amount”, “assessment” — 248(1); “capital 
dividend” — 83(2), 248(1); “class of shares” — 248(6); “corpora- 
tion” —248(1), Interpretation Act 35(1); “dividend”, “life insur- 


ance capital dividend”, “Minister”, “person”, “prescribed”, Sais 
89(1), 248(1); “*t 


“shareholder” —.248(1); “taxable dividend”.— 
ation year” — 249; “writing” — Interpretation Act 35(1). 


Interpretation Bulletins: IT-66R6: Capital dividends. 


185. (1) Assessment of tax — The Minister shall, 
with all due dispatch, examine each election made 
by a corporation in accordance with subsection 


S. 185(6) 


83(2), 130.1(4) or 131(1), assess the tax, if any, pay- 
able under this Part in respect of the election and 
send a notice of assessment to the corporation. 


Related Provisions: 184 —Tax on excessive election; 
227(14) — No application to corporation exempt under s; 149, 


(2) Payment of tax and interest — Where an 
election has been made’by a corporation in accor- 
dance with subsection ’‘83(2), 130.1(4) or 131(1) and 
the Minister mails a notice of assessment under this 
Part in respect of the election, that part of the amount 
assessed then remaining unpaid and interest thereon 
at the prescribed rate computed from the day of the 
election to the day of payment is payable forthwith 
by the corporation to the Receiver General. 

Related Provisions: 221.1 — Application of interest where legis- 


lation retroactive; 248(7) — Mail deemed received on day mailed; 
248(11) — Interest compounded daily. 


Regulations: 4301(a) (prescribed rate of interest). 


(3) Provisions applicable to Part — Subsections 
152(3), (4), (5), (7) and (8) and 161(11), sections 
163 to 167 and Division J of Part I are applicable to 
this Part with such modifications as the circum- 
stances require. 


(4) Joint and several liability from excessive 
elections — Each person who has received a ‘divi- 
dend from a corporation:in respect of which the cor- 
poration elected under subsection 83(2), 130.1(4) or 
131(1) is jointly and severally liable with the corpo- 
ration to pay that proportion of the corporation’s tax 
payable under this Part because of the election that 


(a) the amount of the dividend received by the 
person 


is of 
(b) the full amount of the dividend in respect of 
which the election was made, 


but nothing in this subsection limits the liability of 
any person under any other provision of this Act. 


Related Provisions: 185(5) — Assessment; 185(6) — Rules 
applicable. 


History: Subsec. 185(4) added ey 1994) c P73! Sch TF (1991: 49), 
s. 153, applicable to dividends paid after July 13, 1990. 


(5) Assessment — The Minister may, at any time 
after the last day on which a corporation may make 
an election under subsection 184(3) in respect of a 
dividend, assess a person in respect of any amount 
payable under subsection (4) in respect of the divi- 
dend, and the provisions of Division I of Part I ap- 
ply, with such modifications as the circumstances re- 
quire, to an assessment made under this subsection 
as though it were made under section 152. 


History: Subsec. 185(5) added by 1994, c. 7, Sch. II (1991, c. 49), 
s. 153, applicable to dividends paid after July 13, 1990. 


(6) Rules applicable — Where under subsection 
(4) a corporation and another person have become 
jointly and severally liable.to pay. part or all of the 
corporation’s tax payable under this Part in respect 
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of a dividend described in subsection (4), 


(a) a payment at any time by the other person on 
account of the liability shall, to the extent of the 
payment, discharge the joint liability after that 
time; and 

(b) a payment at any time by the corporation on 
account of its liability ‘shall discharge the other 
person’s liability only tothe extent of the amount 
determined by the formula 


C 
AEA yE Ura 


where 
A is the total of 


(i) the amount of the corporation’s. liabil- 
ity, immediately before that time, under 
this Part in respect of the full amount. of 
the dividend, and 


(ii) the amount of the payment, 


B is the amount of the corporation’s lability, 
immediately before that time, under this Act, 


C is the amount of the dividend received by the 
other person, and 


sil lori sdtiicuafiallgaitpeoritat abi Cheadlaacteachs 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Subsec. 185(6) added we 1994, c. 7, Sch: ID. (1991, c. 49), 
s. 153, applicable to dividends paid after July 13, 1990. 


Pre-RSC History: Subsecs. 1'85(1) and (2) substituted by 1986, c. 
6, s. 96 to delete, from each, reference to subsection 83(2.1), appli- 
cable with respect to dividends paid after May 23, 1985. 


Subsec. 185(3) substituted by 1986, c. 6, subsec. 96(1), to add refer- 
ence to subsection 161(11). 


Subsecs. 185(2), (3) substituted by 1985, c. 45, subsec. 99, applica- 
ble after 1984. Subsecs. 185(2), (3) formerly read: 


(2) Payment of tax and interest — Where an election has 
been made by a corporation in accordance with subsection 
83(2) or (2.1), 130.1(4) or 131(1), the corporation shall, 
within 30 days from the day of the mailing of the notice of 
assessment under this Part in respect of the election, pay to 
the Receiver General the portion of the assessed tax and pen- 
alties then remaining unpaid whether or not an objection to or 
appeal from the assessment is outstanding and shall, in addi- 
tion, pay interest on that portion at a prescribed rate per an- 
num from. the day of the election until the day of payment 
whether or not it was paid within the period of 30 days. 


(3) Provisions applicable to this Part — Subsection 152(3), 

(4), (5) and (8), sections 163 to 167, and Division J of Part I 

are applicable mutatis mutandis to this Part. 
Subsecs. 185(1), (2) substituted by 1984, c..1, 
185(1), (2) formerly read: 


s. 92. Subsecs. 


185. (1) Assessment of tax — The Minister shall, with all 
due dispatch, examine each election made. by a corporation in 
accordance with subsection 83(2), 130.1(4) or 131(1), as the 
case may be, assess the tax payable under this Part, if any, in 
respect of the election, and send a notice of assessment to the, 
corporation. 


(2) Payment of tax and interest — Where an election has 
been made by a corporation in accordance with subsection 
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83(2), 130.1(4) or 131(1), as the case may be, the, corporation 
shall, within 30 days from the day of the mailing of the notice 
of assessment under this Part in respect of the election, pay to 
the Receiver General the portion of the assessed tax and-pen- 
alties then remaining unpaid whether or not an objection 'to or 
appeal from the assessment is outstanding and shall, in addi- 
tion, pay interest on that portion at a prescribed rate per an- 
num from the day of the election until the. day of payment 
whether or not it was paid within the period of 30 days. 


“Receiver General” substituted for. ‘“‘Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115: 


Subsecs. 185(1), (2) substituted by 1977-78, c. 1, s. 84, applicable 
after December 31, 1978, to delete references to subsec. 83(1). 


Subsecs. 185(1); (2) substituted by 1973-74, c. 49, subsec. 18(3), to 
add references to subsec. 130.1(4). 


Definitions [s. 185]: “assessment” — 248(1); “corporation” us 
248(1), Interpretation Act 35(1); “dividend”, “Minister”, feces he 
“prescribed” — 248(1). 


Part iv — Tax on Taxable 
Dividends Received by 
Private Corporations . 


186. (1) Tax on assessable dividends — Every 
corporation (in this section referred to as the “partic- 
ular corporation”) that is at any time in a taxation 
year a private corporation or a subject corporation 
shall, on or before the last day of the third month 
after the end of the year, pay a tax under this Part for 
the year equal to the amount, if any, by which the 
total of 


(a) '4 of all assessable dividends received by the 
particular corporation in the year from corpora- 
tions other than payer corporations connected 
with it, and 


(b) all amounts, each of which is an amount in 
respect of an assessable dividend received by the 
particular corporation in the year from a private 
corporation or a subject corporation that was a 
payer corporation connected with the particular 
corporation, equal to that proportion of the payer 
corporation’s dividend refund (within the mean- 
ing assigned by paragraph 129(1)(a)) for its taxa- 
tion year in which it paid the dividend that 


(i) the amount of the dividend received by the 
particular corporation 


is of 
(ii) the total of all taxable dividends paid by 
the payer corporation. in its taxation year. in 
which it paid the dividend and at a time when 


it was a private corporation or a subject 
corporation 


exceeds 1/3 of the total of 


(c) such part of the particular corporation’s non- 
capital loss and farm. loss for the year as it claims, 
and ) 
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(d) such part of the particular corporation’s 


(i), non- capital. loss: for any. of its 7. taxation 
years immediately preceding or 3. taxation 
years: immediately following the year, and. 


(ii) farm loss for any of its 10 taxation years — 
immediately preceding or 3 taxation years im- | 


mediately following the year 
‘as it claims; not éxceeding the portion thereof 


that would have been deductible under section | 


111 in computing its taxable i income for the year 


if subparagraph 111(3)(a)@i) were read without | 


reference to the words “the particular taxation 
year and” and if the corporation had sufficient in- 
come for the year. 


Related Provisions: 15.1(1), 15.2(1)—~Interest’on small busi- 
ness development bond or small business bond not deemed to be a 
dividend for purposes of Part IV tax; 18(1)(t), — Part IV tax is non- 
deductible; 87(2.11) — Losses, etc., on amalgamation with subsidi- 
ary wholly-owned corporation; 88(1.1) — Non-capital losses, etc., 
of subsidiary; 88(1.3) — Computation of income and tax of parent; 
129(1) — Dividend refund to private corporations; 129(3)(b) — 
“Refundable dividend tax on hand”; 131(5) — Dividend refund to 
mutual fund corporation; 186(6) — Partnerships; 186.1 — Exempt 
corporations; 186.2 — Exempt dividends; 227(14) —'No tax on 
corporation exempt under s. 149; 227(16) — Municipal or provin- 
cial corporation excepted. 


History: Subsec. 186(1) amended by 1996, c. 21, subsec. 48(1), 
applicable to taxation years that end after June 1995 except that, in 
respect of any such taxation year that begins before July 1995, 


(a) in the application of subsec. 186(1) to amounts described.in 
paras. 186(1)(a) and (b) that were received by the corporation in 
the year and before July 1995, the references to, 37 shall be 
read as “'/,’”’: 


(b) amounts deducted by the corporation for the year finer pa- 
tas. 186(1)(c) and (d) 


(i). are deemed to have been deducted in respect, of amounts 
described in. paras. 186(1)(a) and (b) that. were received by 
the corporation in the year and after June 19955; and 


(ii) to the ‘extent that the amounts so ‘deducted exceed the 
amounts referred to in subpara. (i), are deemed. to have 
been deducted in respect of amounts described in paras. 
186(1)(a) and (b) that were received by the corporation in 
the year and before July 1995. 


Subsec. (1) formerly..read::. 


(1) Tax on certain taxable dividends — Every corporation 
(in this section réferred to as the “particular corporation”) that 
was, at any time in a taxation year, a corporation (other than a 
private corporation) resident,in Canada and controlled, 
whether, by reason of a beneficial interest in one or more, 
trusts. or otherwise, by or for the. benefit of an individual 
(other than .a trust) or a related group-of individuals (other 
than trusts) (in this Part referred to as a “subject corporation’’) 
or a private corporation shall, on or before the last day of the 
third’ month after the end of'the year, pay a tax under this Part 
for the year equal to 4 of the-amount, if any, by which the 
“total of 


(a) all amounts receiyed by the particular corporation in 

the year and at a time when it was a subject corporation 

_ or a private corporation as, on account of, in lieu of pay- 

ment of or in satisfaction of, taxable dividends from cor- 

porations (other than payer corporations connected with 
it), 

(i) that are deductible under subsection 112(1) from 
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its income for the year, or 


(ii) to the extent of the amounts in respect of those 
dividends ‘that are deductible under paragraph 
113(1)(a), (b) or (d) or subsection 113(2) from its in- 
come for the, year, and 


(b) all amounts, each of which is an amount in respect of 
a taxable dividend, in respect of which an amount is de- 
ductible under subsection 112(1) in computing its taxable 
income for the year, received by the particular corpora- 
tion in the year and at.a time when it was a subject corpo- 
ration or a private, corporation from a subject.corporation 
ora private corporation that was a payer corporation con-., 
nected with the particular corporation equal to that pro-_, 
portion of 


(i) 4 times the dividend refund of the payer corpora- 
tion for its taxation year in which. it paid the dividend 


that 


(ii) the amount in respect of the dividend so received 
by the particular. corporation 

is of 
(iii) the total of all taxable dividends paid by the 
payer corporation in its taxation year in which it paid 
the dividend and at a time when it was a ‘subject cor- 
poration or a private corporation, 


(b.1) [Repealed under former Act] 
exceeds the total of 


(c) such part of the particular Cencce s non-capital 
loss and such part of its farm loss for the year as it may 
claim, and 


‘(d) such part of the particular corporation’s 


(i) non-capital loss for a taxation year that is any of 
the 7 taxation years immediately preceding or the 3 
taxation years immediately following the year, and 


(ii) farm loss for a taxation year that is any of the 10 
taxation years immediately preceding or the 3: taxa- 
tion years immediately following the; year 


as it may claim, not exceeding the portion thereof that 
would have been deductible under section 111 in com- 
puting the corporation’s taxable income for the year if 
subparagraph 111(3)(a)(ii) were read without reference to 
the words “the particular taxation year and” and if the 
‘corporation had sufficient income for the year. 


That portion of para. 186(1)(a) and of 186(1)(b) preceding subpara. 
(i) of each amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 
110(1) and (2), applicable to dividends received after 1992. Those 
portions formerly read: 


(a) all amounts received by the particular corporation in the 

year as, on account or in lieu of payment of, or in satisfaction 

of, taxable dividends from corporations other iin payer cor- 
 porations connected with it, 


(b) all amounts; each of. which is an amount in respect of a 
taxable dividend, in respect of which an amount is deductible 
under subsection 112(1) from its income for the year, re- 
ceived by the particular corporation in the year from a corpo- 
ration (in this section referred to as the “payer corporation”) 
connected with the particular corporation equal to that pro- 
portion of 
Subpara. 186(1)(b)(iii) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 110(3), applicable to dividends paid in the 1992 or a 
subsequent taxation year, except that with respect to’ dividends paid 
in a taxation year commencing before 1993 and ending after 1992, 
the subpara. shall be read as follows: 


(iii) the total of all taxable dividends paid by the payer corpora- 
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tion in its taxation year in which. it paid the dividend that were 
paid before 1993 or at a time when the payer corporation was a 
subject corporation or a private corporation 

Subpara. (b)(iii) formerly. read: 
(iii) the total of all taxable dividends paid by the payer corpo- 
ration in its taxation year in which it paid the dividend, 


Pre-RSC History: That portion of subsec. 186(1) preceding para. 
(a) substituted, and subpara. (b)(i) amended to substitute “4 times” 
for “3 times”, by 1988, c. 55, subsecs. 151(1) and (3), applicable 
with respect to taxable dividends received in 1988 et seg. except 
that in the application of subsec. 186(1) to a taxation year of a cor- 
poration commencing before 1988 and ending after 1987, the fol- 
lowing rules apply: 
(a) in their application to amounts described in paras. 186(1)(a) 
and (b) that are received by the corporation in the year and 
before 1988, the reference in subsec. 186(1) to “!/4” and the ref- 
erence in subpara. 186(1)(b)(i) to “4” shall be read as references 
to “'” and “3” respectively; and 


(b) amounts deducted for the year by the corporation under 
para. 186(1)(c) or (d) shall 


(i) be deemed to have been deducted in respect of amounts 
described in paras. 186(1)(a) and (b) that were received by 
the corporation in the year and before 1988, and 


(ii) to the extent that the amounts so deducted exceed the 
amounts referred to in subpara. (i) (above), be deemed to 
have been deducted in respect of amounts described in pa- 
ras. 186(1)(a) and (b) that were received by the corporation 
in the year and after 1987. 


That portion preceding para. 186(1)(a) formerly read: 


186. (1) Taxes payable on certain taxable dividends — 
Every corporation (in this section referred to as the “‘particu- 
lar corporation”) that was, at any time in a taxation year, a 
corporation (other than a private corporation) resident in Can- 
ada and controlled directly or indirectly in any manner 
whatever, whether by virtue of a beneficial interest in one or 
more trusts or otherwise, by or for the benefit of an individual 
(other than a trust) or a related group of individuals (other 
than trusts) (in this Part referred to as a “subject corporation’) 
or a private corporation shall, on or before the last day of the 
third month after the end of the year, pay a tax under this Part 
for the year equal to '/3 of the amount, if any, by which the 
aggregate of 
That portion of para. 186(1)(b) preceding subpara. (i) amended by 
1988, c. 55, subsec. 151(2), to add “, in respect of which an amount 
is deductible under subsection 112(1) from its income from the 
year,”, applicable to dividends received after June 18, 1987. 


All that portion of subsec. 186(1) preceding para. (a) amended to 
substitute “a corporation (other than a private corporation)” for “a 
corporation, other than a privafe corporation,” and “equal to '/3” for 
“equal to '/4”, and subpara. 186(1)(b)(i) amended to substitute ‘3 
times” for “4 times”, by 1986, c. 55, subsecs, 70(1), (2), applicable 
with respect to taxable dividends received in the 1987 and subse- 
quent taxation years except that, for a taxation year commencing 
before 1987 and ending after 1986, the following rules apply: 


(a) in their application to amounts described in paragraphs 
186(1)(a) and (b) that are received by the corporation in the 
year and before 1987, the reference in subsection 186(1) to 
“l/s”, and the reference in subparagraph (b)(i) to “3” shall be 
read as references to “'/s” and “4” respectively; and 


(b) amounts deducted by the corporation under paragraph 
186(1)(c) or (d) for the year shall 


(i) be deemed to have been deducted in respect of amounts 
described in paragraphs 186(1)(a) and (b) that were. re- 
ceived by the corporation in the year and after 1986, and 


(ii) to the extent that the amounts deducted exceed the 
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amounts referred to in subparagraph (i) [above], be deemed 
to have been deducted in respect of amounts described in 
paragraphs 186(1)(a) and (b) that were received by the cor- 
poration in the year and before 1987. 


Para. 186(1)(b.1) repealed by 1984, c. 45, subsec. 77(1), applicable 
to 1985 et seg. Para. (b.1) formerly read: 


(b.1) an amount not exceeding the aggregate of 


(i) all amounts each of which is an amount in respect of a 
taxable dividend received after April 10, 1978 by the par- 
ticular corporation in the year,from a payer corporation 
connected with the particular corporation but not con- 
trolled by it, and 


(ii) the lesser of 


(A) all amounts each of which is an amount in re- 
spect of a taxable dividend received after April 10, 
1978 by the particular corporation in the year from a 
payer corporation controlled by, but not associated 
with, the particular corporation, and 


(B) all amounts each of which is a taxable dividend 

paid by the particular corporation in the year to an 

individual, 
in respect of which the directors of the particular corporation 
(or where the directors of the particular corporation are not 
legally entitled to administer the affairs of the particular cor- 
poration, the person or persons legally entitled to administer 
its affairs) have, by resolution made within 6 months from the 
later of the end of the year and December 31, 1979, elected to 
pay tax under this Part, 


Paras. 186(1)(c), (d) substituted by 1984, c. 1, subsec. 93(1), appli- 
cable with respect to.the computation of tax for the 1983 and subse- 
quent taxation years and with respect to a taxpayer’s non-capital 
losses and farm losses determined for the 1983 and subsequent taxa- 
tion years. Paras. 186(1)(c), (d) formerly read: 


(c) such part of the particular corporation’s non-capital loss 
for the year as it may claim, and 


(d) such part of the particular corporation’s non-capital loss 
for a taxation year during which it was a private corporation 
or a subject corporation that is any of the 5 taxation years 
immediately preceding and the taxation year immediately fol- 
lowing the taxation year as the corporation may claim, not 
exceeding, however, the portion of that loss that 


(i) is not deductible under section 111 from the corpora- 
tion’s income for the taxation year, and 


(ii) would be so deductible if the reference in paragraph 
111(1)(a) to “income for the year” were read as a refer- 
ence to “income for the year plus the amount on which 
the taxpayer would be required to pay tax for the year 
under Part IV if subsection 186(1) were read without ref- 
erence to paragraph (d) thereof”. 


All that portion of subsec. 186(1) preceding para. (a) and all that 
portion of para. 186(1)(d) preceding subpara. (i) substituted by 
1980-81-82-83, c. 140, subsecs. 111(1), (2), applicable to taxation 
years commencing after November 12, 1981. Those portions for- 
merly read: ; 


186. (1) Tax payable by private corporation on certain 
taxable dividends received by it — Every corporation (in 
this section referred to as the “particular corporation”) that 
was, at any time in a taxation year, a private corporation 
(other than a prescribed venture capital corporation) shall, on 
or before the last day of the 3rd month after the end of the 
year, pay a tax under this Part for the year equal to '/s of the 
amount, if any, by which the aggregate of — 


(d) such part of the particular corporation’s non-capital 
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loss for a taxation year during which it was a private cor- 
poration that is any of the 5 taxation years immediately 
preceding and the taxation year immediately following 
the taxation year as the corporation may claim, not ex- 
ceeding, however, the portion of that loss that 


All that portion of subsec. 186(1) preceding para. (a) substituted by 
1980-81-82-83, c. 48, s. 92, applicable to 1977 et seq. That portion 
formerly read: 


186. (1) Every corporation (in this section referred to as the 
“particular corporation”) that was, at any time in a taxation 
year, a private corporation shall, on or before the last day of 
the 3rd month after the end of the year, pay a tax under this 
Part for the year equal to /s of the amount, if any, by which 
the aggregate of 


Para. 186(1)(b.1) substituted by 1979, c. 5, s. 56, applicable in re- 
spect of dividends received after November 16, 1978. Para. 
186(1)(b.1) formerly read: 


(b.1) all amounts each of which is an amount in respect of a 


exceeds the aggregate of 


(c) such part of the particular corporation’s non-capital 
loss for the year as it may claim, and 


(d) such part of the particular corporation’s non-capital 
loss for a taxation year during which it was a private cor- 
poration that is any of the 5 taxation years immediately 
preceding and the taxation year immediately following 
the taxation year as the corporation may claim, not ex- 
ceeding, however, the portion of that loss that 


(i) is not deductible under section 111 from its in- 
come for the taxation year, and 


(ii) would be so deductible if the reference in para- 
graph 111(1)(a) to “income for the year” were read 
as a reference to “income for the year plus the 
amount on which the taxpayer would be required to 
pay tax for the year under Part IV if subsection 
186(1) were read without reference to paragraph (d) 
thereof”. 


taxable dividend received after April 10, 1978 by the particu- Subsec. 186(1) formerly read: 


lar corporation in the year from a payer corporation con- 
nected with the particular corporation in respect of which the 
directors of the particular corporation (or where the directors 
of the corporation are not legally entitled to administer the 
affairs of the corporation, the person or persons legally enti- 
tled to administer its affairs) have, by resolution made within 
6 months from the end of the year, elected to pay tax under 
this Part, 


Para. 186(1)(b.1) added by 1977-78, c. 32, subsec. 42(1), applicable 
in respect of dividends received after April 10, 1978 


Subsec. 186(1) substituted by 1977-78, c. 1, subsec. 85(1), applica- 
ble to dividends received in taxation years commencing after 1976 
except that in its application to dividends received in taxation years 
ending before 1978, subsec. 186(1) shall be read as follows: 


(1) Every corporation (in this section referred to as the “par- 
ticular corporation”) that was, at any time in a taxation year, a 
private corporation shall, on or before the last day of the 3rd 
month after the end of the year, pay a tax under this Part for 
the year equal to '/; of the amount, if any, by which the aggre- 
gate of 


(a) all amounts received by the particular corporation in 
the year as, on account or in liew of payment of, or in 
satisfaction of, taxable dividends from corporations other 
than payer corporations connected by it, 


(i) that are deductible under subsection 112(1) from 
its income for the year, or 


(ii) to the extent of the amounts in respect of those 
dividends that are deductible under paragraph 113(1) 
(a), (b) or (d) or subsection 113(2) from its income 
for the year, and 


(b) all amounts each of which is an amount in respect of 
a taxable dividend received by the particular corporation 
in the year from a corporation (in this section referred to 
as the “payer corporation”) connected with the particular 
corporation, equal to that proportion of 


(i) 3 times the dividend refund of the payer corpora- 
tion for its taxation year in which it paid the 
dividend, 


that 


(ii) the amount in respect of the dividend so received 
by the particular corporation 


is of 
(iii) the aggregate of all taxable dividends paid by the 


payer corporation in its taxation year in which it paid 
the dividend 
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186. (1) Every corporation that was, at any time in a taxation 
year, a private corporation shall, on or before the last day of 
the 3rd month after the end of the year, pay a tax under this 
Part for the year equal to '/; of the amount, if any, by which 
the aggregate of 


(a) all amounts received by it in the year and after 1971 
as, on account or in lieu of payment of, or in satisfaction 
of, taxable dividends from corporations other than corpo- 
rations controlled by it, 


(i) that are deductible under subsection 112(1) from 
its income for the year, or 


(ii) to the extent of the amounts in respect of those 
dividends that are deductible under paragraphs 
113(1) (a), (b) or (d) or subsection 113(2) from its 
income for the year, and 


(b) all amounts each of which is an amount in-respect of 
a taxable dividend received by it in the year and after 
1971 from a private corporation (in this paragraph re- 
ferred to as the “payer corporation’) controlled by it, 
equal to that proportion of 


(i) 3 times the dividend refund of the payer corpora- 
tion for its taxation year in which it paid the 
dividend, 


that 


(ii) the amount in respect of the dividend so received 
by the corporation » 


is of 
(iii) the aggregate of all taxable dividends paid by the 


payer corporation in its taxation year in which it paid 
the dividend, 


exceeds the aggregate of 


(c) such part of the corporation’s non-capital loss. for the 
year as it may claim, and 


(d) such part of the corporation’s non-capital loss for a 
taxation year during which it was a private corporation 
that is any of the 5 taxation years immediately preceding 
and the taxation year immediately following the taxation 
year as the corporation may claim, not exceeding, how- 
ever, the portion of that loss that 


(i) is not deductible under section 111 from the cor- 
poration’s income for the taxation year, and 


(ii) would be:so deductible if the reference in para- 
graph 111(1)(a) to “income for the year” were read 
as a reference to “income for the year plus the 
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amount on which the taxpayer would be required to 
pay tax for the year under Part IV if subsection 
186(1) were read without reference to paragraph (d) 
thereof” 


1977-78, c. 1, subsec. 85(5) provides that where a corporation has a 
taxation year part of which is before 1978 and part of which is after 
1977, the following rules. apply: 


(a) for those amounts described in paragraphs 186(1)(a) and (b) 
that are received by the corporation in the year and before 1978, 
the reference to ‘‘/4” in subsection 186(1) of that Act shall be 
read as a reference to “/3” and the references to “4” in subpara- 
graph (b)(i) thereof shall be read as a reference to “3”; and 


(b), where, in computing the tax payable by the corporation 
under Part IV of the Act for the year; an amount is deductible 
under paragraph 186(1)(c) or (d) thereof, that amount shall 


(i) be deducted in computing the amount described in 
paragraphs 186(1)(a) and (b) thereof received by the corpo- 
ration in the year and before 1978, to the extent of those 
amounts, and 


(ii) to the extent that the amount deductible exceeds the 
amounts referred to in subparagraph (i), be deducted in 
computing the amounts described in paragraphs 186(1)(a) 
and (b) thereof received by the corporation in the year and 
after 1977. 


Subpara. 186(1)(a)(1i) substituted by 1974-75-76, c. 26, s. 110, ap- 
plicable in respect of dividends received after 1971 except that in 
respect of dividends received before May 7, 1974 it shall be read 
without reference to para. 113(1)(d). 


Interpretation Bulletins: IT-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income; IT-269R3: Part IV tax on taxable dividends received by a 
private corporation or a subject corporation; IT-328R3: Losses on 
shares on which dividends have been received. 


Information Circulars: 88-2, para. 14: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Advance Tax Rulings: ATR-32: Rollover of fixed assets from 
Opco into Holdco; ATR-35: Partitioning of assets to get specific 
ownership — “butterfly”. 


Forms: T2S(3): Dividends received and taxable dividends paid. 


(1.1) Reduction where Part IV.1 tax paya- 
ble — Notwithstanding subsection (1), where an as- 
sessable dividend was received by a corporation in a 
taxation year and was included in an amount in re- 
spect of which tax under Part IV.1 was payable by 
the corporation for the year, the tax otherwise paya- 
ble under this Part by the corporation for the year 
shall be reduced 


(a) where the assessable dividend is described in 
paragraph (1)(a), by 10% of the assessable divi- 
dend, and 


(b) where the assessable dividend is described in 
paragraph (1)(b), by 30% of the amount deter- 
mined in respect of the assessable dividend under 
that paragraph. 
History: Subsec. 186(1.1) amended by 1996, c. 21, subsec. 48(1), 
applicable to taxation years that end after June 1995 except that, in 
applying amended subsec. (1.1) to any such taxation year that be- 
gins before July 1995 to amounts described in para. 186(1.1)(b) that 
were received by the corporation in the year and before July 1, 
1995, the reference to “30%” shall be read as “40%”. Subsec. (1.1) 
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formerly read: 


(1.1) Reduction in tax — Notwithstanding subsection (1), 
where a taxable dividend referred to in paragraph (1)(a) or (b) 
was received by a corporation in a taxation year and was in- 
cluded in an amount in respect of which tax under Part IV.1 
was payable by the corporation for the year, the tax otherwise 
payable under this Part by the corporation for the year shall 
be reduced 

(a) where the dividend is a taxable dividend referred to in 

paragraph (1)(a), by 10% of the amount determined in re- 

spect of that dividend under that paragraph; and 

(b) where the dividend is a taxable dividend referred to in 

paragraph (1)(b), by 10% of the amount determined in 

respect of that dividend under that paragraph. 


Pre-RSC History: Subsec. 186(1.1) added by 1988, c. 55, subsec. 
151(4), applicable to dividends received after June 18, 1987. 


Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation. 


(2) When corporation controlled — For the pur- 
poses of this Part, other than for the purpose of de- 
termining whether a corporation is a subject corpora- 
tion, one corporation is controlled by another 
corporation if more than 50% of its issued share cap- 
ital (having full voting rights under all circum- 
stances) belongs to the other corporation, to persons 
with whom the other corporation does not deal at 
arm’s length, or to the other corporation and persons 
with whom the other corporation does not deal at 
arm’s length. 

Related Provisions: 88(1)(d.2) — Winding-up — when taxpayer 
last acquired control; 111(3)(a) — Limitation on deductibility; 
112(1) — Deduction of taxable dividends received by corporation 


resident in Canada; 113(1) — Deduction re dividend received from 
foreign affiliate; 195(6) — Undue deferral of refundable tax. 


Pre-RSC History: Subsec. 186(2) substituted by 1980-81-82-83, 
c. 140, subsec. 111(3), applicable to taxation years commencing af- 
ter November 12, 1981. Subsec. 186(2) formerly read: 


(2) For the purpose of this Part, one corporation is controlled 
by another corporation if more than 50% of its issued share 
capital (having full voting rights under all circumstances) be-_ 
longs to the other corporation, to persons with whom the 
other corporation does not deal at arm’s length, or to the other 
corporation and persons with whom the other corporation 
does not deal at arm’s length. 
Selected Cases [subsec. 186(2)]: Special Risks Holdings Inc. 
v. The Queen, [1986] 1 C.T.C. 201 (FCA) (Taxpayer exercising de 
facto control of subject corporation; arm’s length relationship 
considered). 
Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-269R3: Part IV tax on taxable dividends received 
by a private corporation or a subject corporation; IT-302R2: Losses 
of a corporation — the effect on their deductibility of changes in 
control, amalgamation, and winding-up; IT-302R3: Losses of a cor- 
poration — the effect that acquisitions of control, amalgamations, 
and windings-up have on their deductibility — after January 15, 
1987; IT-489R: Non-arm’s length sale of shares to a corporation. 


(3) Definitions — The definitions in this subsec- 
tion apply in this Part. 


“assessable dividend” means an amount received 
by a corporation at a time when it is a private corpo- 
ration or a subject corporation as, on account of, in 
lieu of payment of or in satisfaction of, a taxable div- 
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idend from.a corporation, to the extent of the amount 
in respect of the dividend that is. deductible under 
section 112, paragraph 113(1)(a),"(b) or (d) or sub- 
section 113(2) in computing the recipient corpora- 
tion’s taxable income for the year. 


“subject corporation” means a corporation (other 
than a private corporation) resident in Canada and 
controlled, whether because of a beneficial interest 
in one or more trusts or otherwise, by or for the ben- 
efit of an individual (other than a’trust) or a‘related 
group of individuals (other than trusts). 


History: Subsec. 186(3) added by 1996, c. 21, subsec. #80), appli- 
cable to taxation years that end after June 1995. 


Pre-RSC History: Former subsec. 186(3) repealed by. 1985, c. 45, 
s. 100. Subsec. 186(3) formerly read: 


(3) Definition of “dividend refund” — In this Part, “dividend 
refund” of a corporation for a taxation year has the ineaming 
assigned by subsection 129(1). 


Subsec. 186(3) substituted by 1984, c. 45, subsec. 77(2),, sppliable 
to 1985 et.seg. Subsec. 186(3) formerly read: 


(3) Meaning of “dividend refund” and ceahiaauge 
deduction account” — In this Part, “dividend refund”. of a 
corporation for a taxation year has the meaning assigned by 
subsection 129(1) and “cumulative deduction account” of a 
corporation at the end of a taxation year has the vain as- 
signed by paragraph 125(6)(b). 


Subsec. 186(3) substituted by 1977-78, c. 1, subsec. 85(2), applica- 
ble with respect to dividends received in taxation years Ee enOne 
after 1976. Subsec. 186(3) formerly read: 


(3) Meaning of “dividend refund” — In this Part, “dividend 
refund” of a corporation for a taxation year has the meaning, 
assigned by subsection 129(1). 


(4) Corporations connected with particular 
corporation — For the purposes of this Part, a 
payer corporation is connected with a particular cor- 
poration at any time in a taxation year (in this sub- 
section referred to as the “particular ee) of the 
particular corporation if 


(a) the payer corporation is controlled (otherwise 
than by virtue of a right referred to in paragraph 
251(5)(b)) by the particular maitoee at that 
time; or 


(b) the particular corporation owned, at that time, 


(i) more than 10% of the issued share capital 
(having full voting rights under all circum- 
stances) of the payer corporation, and 


(ii) shares of the capital stock of the payer 
corporation having a fair market value of 
more than 10% of the fair market value of all 
of the issued shares of the capital stock of the 
payer corporation. 
Related Provisions: 186(2)— Extended meaning . of 
“controlled”. 


Pre-RSC History: Para. 186(4)(a) substituted by 1984, c. 1, sub- 
sec. 93(2), applicable with respect to dividends received after April 
19, 1983 other than dividends declared on or before that date, to add 
“(otherwise than by virtue of a right referred to in paragraph 
251(5)(b))”. 


All that portion of para. 186(4)(b) preceding subpara. (i) substituted 
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by 1980-81-82-83, c. 140, subsec. 111(4), applicable to, taxation 


years commencing after November 12, 1981. That portion formerly 
read: ; 


(b) the payer corporation is a private corporation and the par- 
ticular corporation owned, at that time, 


Para. 186(4)(b) substituted by 1977-78,-c..32, subsec. 42(2), appli- 
cable in respect of dividends received -after. April 10, 1978. Para. 
186(4)(b) formerly read: 


(b) the payer corporation iS a private eprperation and 
(i) the particular corporation owned, at that time, 


(A) more than 10% of the issued share capital (hav- 
ing full voting rights under all circumstances) of the 
payer corporation, and 


(B) shares of the capital stock of the payer corpora- 
tion having a fair market value of more than 10% of 
the fair market value of all of the issued shares of the 
capital stock of the payer corporation, and 


Gi) the aggregate of 


(A) the particular corporation’s cumulative deduction 
account at the end of the particular. year, and 


(B) all amounts each of which is an amount in re- 
spect of a corporation associated with the particular 
corporation, equal to its cumulative deduction. ac- 
count at the end of its taxation year ending in the par- 
ticular year, . 


does not exceed $750,000. 


Subsec. 186(4) added by 1977-78, c..1, subsec. 85(2), applicable 
with respect to dividends received in taxation years commencing af- 
ter 1976; 


- Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 


dends received by a private’ corporation or a subject corporation, IT- 
302R2: Losses of a corporation — the effect on their deductibility 
of changes in control; amalgamation, and winding-up; IT-302R3: 
Lossés of ‘a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987; IT-489R: Non-arm’s length sale of shares to a 
corporation. 


_ Advance Tax Rulings: ATR- ‘42: Transfer of shares; ATR-55: 


Amalgamation followed by sale of shares. 


(5) Deemed private corporation — A corpora- 
tion that is at any time in.a taxation year a subject 


corporation shall, for the purposes of paragraph 


87(2)(aa) and section.129, be deemed .to be a private 
corporation at that time, except that its refundable 
dividend tax on hand (within the meaning assigned 
by subsection 129(3)) at the end of the year shall be 
determined without reference to paragraph 129(3)(a). 


History: Subsec. 186(5) amended by 1996, c. 21, subsec. 48(3), 
applicable to taxation years that end after June 1995. Subsec. (5) 


| formerly read: 


(5) A corporation that is at any time a subject corporation 
shall, for the purposes of paragraphs 87(2)(aa) and 88(1)(e.5) 
and section 129, be deemed to be a private corporation at that 
time, except that its refundable dividend tax on hand at the 
end of any taxation year shall be deemed to be the.amount, if 
any, by which the total of 


(a) the total of the taxes Taner this Part payable by the 
corporation for the year and any previous taxation. years 
ending after it last became a subject corporation, and 


(a.1) the amount, if any, of the corporation’s addition at 
December 31, 1986 of refundable dividend tax on hand 
(within the meaning assigned by subsection 129(3.3)), 
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exceeds the total of 


(b) the total of the corporation’s dividend refunds for tax- 
ation years ending after it last became a subject corpora- 
tion and before the year, and 


(c) the amount, if any, of the corporation’s reduction at 
December 31, 1987 of refundable dividend tax on hand 
(within the meaning assigned by subsection 129(3.5)). 
That portion of subsec. 186(5) preceding para. (a) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 110(4), applicable to 
1993 et seq. That portion formerly read: 
(5) Presumption — A corporation that was at the end of a 
taxation year commencing after November 12, 1981 a subject 
corporation or a private corporation that was at any time in 
the year a subject corporation shall, for the purposes of 
paragraphs 87(2)(aa) and 88(1)(e.5) and section 129, be 
deemed to have been a private corporation at the times in the 
year that it was a subject corporation, except that its refund- 
able dividend tax on hand at the end of the year shall be 
deemed to be the amount, if any, by which the total of 
Pre-RSC History: That portion of subsec. 186(5) between paras. 
(a.1) and (b) amended to substitute “exceeds the total of” for “ex- 
ceeds”, and subpara. 186(5)(c) added by 1988, c. 55, subsec. 151(5), 
applicable to 1988 ef seg. 
All that portion of subsec. 186(5) preceding para. (b) amended to 
add “the aggregate of” at the end of that portion preceding para. (a), 
to substitute “under this Part” for “under Part IV” in para. (a), and to 
add para. (a.1), by 1986, c. 55, subsec. 70(3), applicable with re- 
spect to 1987 et seq. 
Subsec. 186(S) added by 1980-81-82-83, c. 140, subsec. 111(5), ap- 
plicable to taxation years commencing after November 12, 1981. 
Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation; IT- 
302R2: Losses of a corporation — the effect on their deductibility 
of changes in control, amalgamation, and winding-up; IT-302R3: 
Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987. 


(6) Partnerships — For the purposes of this Part, 


(a) all amounts received in a fiscal period by a 
partnership as, on account or in lieu of payment 
of, or in satisfaction of, taxable dividends shall be 
deemed to have been received by each member of 
the partnership in the member’s fiscal period or 
taxation year in which the partnership’s fiscal pe- 
riod ends, to the extent of that member’s share 
thereof; and 


(b) each member of a partnership shall be deemed 
to own at any time that proportion of the number 
of the shares of each class of the capital stock of 
a corporation that are property of the partnership 
at that time that the member’s share of all divi- 
dends received on those shares by the partnership 
in its fiscal period that includes that time is of the 
total of all those dividends. 

Pre-RSC History: Subsec. 186(6) added by 1988, c. 55, subsec. 


151(6), applicable with respect to fiscal periods ending after June 
18, 1987. 


Selected Cases [s. 186]: L’Heureux y. Canada, alee Sh hd OY I OF 
2850 (TCC) (Circular calculations of tax proper in certain “butter- 
fly” transactions). 


Definitions [s. 186]: “amount” — 248(1); “assessable divi- 
dend” — 186(3); “Canada” — 255: “class of shares” — 248(6); 
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“connected” — 186(4); “control” — 186(2); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “dividend 
refund” — 129(1); “farm loss” — 111(8); “fiscal period” — 248(1), 
249(2), 249.1; “individual”, “insurance corporation” — 248(1); 
“non-capital loss” — 111(8), 248(1); “non-resident-owned invest- 
ment corporation” — 133(8), 248(1); “particular corporation” — 
186(1); “person” — 248(1); “private corporation” — 89(1), 186(5), 
227(16), 248(1); “related group” — 251(4); “resident in Canada” 
250; “share” — 248(1); “subject corporation” — 186(3); “taxable 
dividend” — 89(1), 186.2, 248(1); “taxable income” — 2(2), 
248(1); “taxation year” — 249; “trust” — 104(1), 248(1). 


Interpretation Bulletins [s. 186]: IT-269R3: Part IV tax on 
taxable dividends received by a private corporation or a subject 
corporation. 


_ 186.1 Exempt corporations — No tax is payable 


under this Part for a taxation year by a corporation 


(a) that was, at any time in the year, a bankrupt 
(within the meaning assigned by subsection 
128(3)); or 

(b) that was, throughout the year, a prescribed la- 
bour-sponsored venture capital corporation, a 
prescribed investment contract corporation, an in- 
surance corporation, a corporation described in 
paragraph 39(5)(b) or (c) or a non-resident- 
Owned investment corporation. 


Related Provisions: 131(11)(d) — Rules re prescribed labour- 
sponsored venture capital corporations; 227(14) — Application to 
exempt corporations; 227(16) — Application to municipal and pro- 
vincial corporations. 


Pre-RSC History: Para. 186.1(b) amended by 1987, c. 46, s. 58, 
to substitute “a prescribed labour-sponsored venture capital corpora- 
tion, a prescribed investment contract corporation” for “a prescribed 
venture capital corporation, a prescribed labour-sponsored venture 
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capital corporation, a prescribed. investment contract corporation”, 
applicable to taxation years ending after February 18, 1987. 


Para. 186.1(b) substituted by 1986, c. 6, s. 97, to add “a prescribed 
labour-sponsored venture capital corporation”, applicable to 1985 et 
seq. 

Para. 186.1(b) substituted by 1984, c. 1, s. 94, applicable to taxation 
years commencing after November 12, 1981, except that with re- 
spect to insurance corporations it is applicable to the 1981 and sub- 
sequent taxation years; to substitute “described in paragraph 
39(5)(b) or (c). or a non-resident-owned. investment corporation” for 
“described in paragraph 39(5)(c)”. 

§: 186.1 substituted by 1980-81-82-83, c..140, s. 112, applicable to 
taxation years commencing after November 12, 1981, except that 
with réspect to insurance corporations it is applicable to the 1981 
and subsequent taxation years. S. 186.1 formerly read: 


186.1 Bankrupt. corporations — No tax is payable under 
this Part by a corporation for a taxation year ending after 
1977 in which the corporation was, at any time, a bankrupt 
within the meaning assigned by subsection 128(3). 


S. 186.1 added by 1977-78, c. 1, s. 86, applicable to 1978 et seq. 


Definitions [s. 186.1]: “bank” — Interpretation Act 35(1); “busi- 


ness” — 248(1); “corporation” — 248(1), Interpretation Act 35(1); 
“insurance corporation” — 248(1); “non-resident-owned investment 
corporation” — 133(8), 248(1); “prescribed” — 248(1); “prov- 
ince’ — Interpretation Act 35(1); “taxation year” — 249, 
Regulations [s. 186.1]: 6701 (prescribed iabour-sponsored ‘ven- 
ture capital corporation); 6703 (prescribed investment contract 
corporation). 


Interpretation Bulletins [s. 186.1]: IT-269R3: Part IV tax on 
dividends received by a private corporation or a subject corporation. 


186.2 Exempt dividends — For the purposes of 
subsection 186(1), dividends received in a taxation 
year by a corporation that was, throughout the year, 
a prescribed venture capital corporation from a cor- 
poration that was a prescribed qualifying corporation 
with respect to those dividends shall be deemed not 
to be taxable dividends. 

Pre-RSC History: S. 186.2 added by 1987, c. 46, s. 59, applicable 
with respect to dividends received in taxation years. ending after 
February 18, 1987 except that in its application to dividends re- 
ceived before February 19, 1987 the reference in section 186.2 to “a 
corporation that was a prescribed qualifying corporation with re- 
spect to such dividends” shall be read as a reference to “a 
corporation”. 

Definitions [s. 186.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “dividend”, “prescribed” — 248(1); “taxable. divi- 
dend”” — 89(1), 248(1); “taxation year” — 249. 

Regulations [s. 186.2]: 6700 (prescribed venture capital corpora- 
tion); 6704 (prescribed: qualifying corporation). 

Interpretation Bulletins [s. 186.2]: IT-269R3: Part IV tax on 
dividends received by a private corporation or a subject corporation; 
IT-328R3: Losses.on shares on which dividends have been 
received. 


187. (1) Information return — Every corporation 
that is liable to pay tax under this Part fora taxation 
year in respect of a dividend received by it in the 
year shall, on or before the day on or before which it 
is required to file its return of income under Part I 
for the year, file a return for the year under this Part 
in prescribed form. 

Related Provisions: 150(1)(a) — Corporations — Part I return; 


S. 187.1(b) 


150.1(5) — Electronic filing; 186 — Tax payable on certain taxable 
dividends. 


Interpretation, Bulletins: IT-269R3: Part IV tax on. dividends 
received by a private corporation or a subject corporation. 


Forms: T2 Corporate income tax return; “Part [V Tax on Taxable 
Dividends Received”’. 


(2) Interest — Where’ a corporation is liable to pay 


tax under this Part and has failed to pay all or any 


part thereof on or before the day on or before which 
the tax was required to be paid, it shall pay, to,the 
Receiver General interest at the prescribed rate on 
the amount that it failed to pay computed from the 
day on or before which the tax. was required to be 
paid to. the day of payment. 


Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 187(2) substituted by 1985, c, 45, 
subsec. 101(1), Subsec. 187(2) formerly read: 


(2) Where a corporation is liable to pay tax under this Part 
and has failed to pay all or any part thereof on the day on or 
before which it was required to pay the tax, it shall, on pay- 
ment of the amount in default, pay interest at a prescribed rate 
per annum: from the day.on or before which it was required to 
make the payment to the day of payment. 


Regulations: 4301(a) (prescribed rate of interest). 


(3) Provisions applicable to Part — Sections 
151, 152, 158 and 159, subsections 161(7) and (11), 
sections 162 to 167 and Division J of Part I are ap- 
plicable to this Part with such modifications as the 
circumstances require. 


Pre-RSC History: Subsec. 187(3) substituted by 1986, c. 6, s. 98, 
to add reference to subsection 161(11): 


Subsec. 187(3) substituted by 1985, ¢. 45, subsec. 101(1), applica- 
ble with respect to subsequent taxation years referred to in subsec. 
161(7) ending after May 9, 1985. Subsec. 187(3) formerly read: 


(3) Sections 151, 152, 158, 159 and 162 to 167, and Division 

J of Part I are applicable mutatis mutandis to this Patt. 
Definitions [s. 187]: “amount” —.248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend”, “prescribed” — 
248(1); “taxation year” — 249. 


Part Iv.1— Taxes on 
Dividends on Certain 
Preferred Shares Received 
by Corporations 


187.1 Definition of “excepted dividend” — In 
this Part, “excepted dividend” means a dividend . 


(a) received by a corporation on a share of the 
capital stock of a foreign affiliate of the corpora- 
tion, other than a dividend received by a specified 
financial institution on.a share acquired in the or- 
dinary course of the business carried on by the 
institution; = " 

(b) received by a corporation from another corpo- 
ration (other. than a corporation described in any 
of paragraphs (a) to (f) of the definition “financial 
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intermediary corporation” in subsection 191(1)) 
in which it has or would have, if the other corpo- 
ration were a taxable Canadian corporation, a 
substantial interest (as determined under section 
191) at the time the dividend was paid; 


(c) received by a corporation that was, at the time 
the dividend was received, a private corporation 
or a financial intermediary corporation (within 
the meaning assigned by subsection 191(1)); 


(d) received by a corporation on a short-term pre- 
ferred share of the capital stock of a taxable Ca- 
nadian corporation other than a dividend de- 
scribed in paragraph (b) or (c) of the definition 
“excluded dividend” in subsection 191(1); or 


(e) received by a corporation on a share (other 
than a taxable RFI share or a share that would be 
a taxable preferred share if the definition “taxable 
preferred share” in subsection 248(1) were read 
without reference to paragraph (a) of that defini- 
tion) of the capital stock of a mutual fund 
corporation. 


Related Provisions: 191(4)(d) — Deemed excepted dividend. 


History: Para. 187.1(a) amended by 1994, c. 7, Sch. II (1991, c. 
49), s. 154, applicable to dividends received after 1987. Para. (a) 
formerly read: 


(a) received by a corporation on a share of the capital stock of 
a foreign affiliate of the corporation where the share was not 
acquired by the corporation in the ordinary course of the busi- 
ness carried on by the corporation; 


Definitions [s. 187.1]: “business” — 248(1): “carrying on busi- 
ness” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“dividend” — 248(1); “foreign affiliate’ — 248(1); “mutual fund 
corporation” — 131(8), 248(1); “private corporation” — 89(1), 
248(1); “received” — 248(7); “share”, “short-term preferred 
share” — 248(1); “taxable Canadian corporation” — 89(1), 248(1); 
“taxable preferred share”, “taxable RFI share” — 248(1). 


187.2 Tax on dividends on taxable preferred 
shares — Every corporation shall, on or before the 
last day of the second month after the end of each 
taxation year, pay a tax under this Part for the year 
equal to 10% of the total of all amounts each of 
which is a dividend, other than an excepted dividend, 
received by the corporation in the year on a taxable 
preferred share (other than a share of a class in re- 
spect of which an election under subsection 191.2(1) 
has been made) to the extent that an amount in re- 
spect of the dividend was deductible under section 
112 or 113 or subsection 138(6) in computing its 
taxable income for the year or under subsection 
115(1) in computing its taxable income earned in 
Canada for the year. 

Related Provisions: 18(1)(t)— Tax is non-deductible; 
87(4.2) —Exchanged shares; 186(1.1) — Reduction. ‘in tax; 
187.4 — Amounts received by partnerships; 187.5 — Information 
return; 191(3) — Substantial interest; 191(4)(d) — Deemed divi- 
dends; 227(14) — No tax on corporation exempt under s. 149, 
Definitions [s. 187.2]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “excepted 
dividend” — 187.1; “received” — 248(7); “share” — 248(1); “taxa- 
ble income” — 2(2), 248(1); “taxable income earned in Canada” — 
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115(1), 248(1); “taxable preferred share” — 248(1); “taxation 
year’ — 249. 


Interpretation Bulletins: IT-88R2: Stock dividends. 
Advance Tax Rulings: ATR-46: Financial difficulty. 
Forms: T761: Calculation of Parts IV.1 and VI.1 taxes payable. 


187.3 (1) Tax on dividends on taxable RFI 
shares — Every restricted financial institution 
shall, on or before the last day of the second month 
after the end of each taxation year, pay a tax under 
this Part for the year equal to 10% of the total of all 
amounts each of which is a dividend, other than an 
excepted dividend, received by the institution at any 
time in the year on a share acquired by any person 
before that time and after 8:00 p.m. Eastern Daylight 
Saving Time, June 18, 1987 that was, at the time the 
dividend was paid, a taxable RFI share to the extent 
that an amount in respect of the dividend was de- 
ductible under section 112 or 113 or subsection 
138(6) in computing its taxable income for the year 
or under subsection 115(1) in computing its taxable 
income earned in Canada for the year. 

Related Provisions: 87(4.2) — Exchanged shares; 186(1.1) — 
Reduction in tax; 187.3(2) — Time of acquisition of share; 187.4 — 
Partnerships; 187.5 — Information return; 191(3) — Substantial 
interest. 


Advance Tax Rulings: ATR-46: Financial difficulty. 


(2) Time of acquisition of share — For the pur- 
poses of subsection (1), 


(a) a share of the capital stock of a corporation 
acquired by a person after 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 pursuant to 
an agreement in writing entered into before that 
time shall be deemed to have been acquired by 
that person before that time; 


(b) a share of the capital stock of a corporation 
acquired by a person after 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 and before 
1988 as part of a distribution to the public made 
in accordance with the terms of a prospectus, pre- 
liminary prospectus, registration statement, offer- 
ing memorandum or notice filed before 8:00 p.m. 
Eastern Daylight Saving Time, June 18, 1987 
with a public authority pursuant to and in accor- 
dance with the securities legislation of the juris- 
diction in which the shares are distributed shall 
be deemed to have been acquired by that person 
before that time; 


(c) a share (in this paragraph referred to as the 
“new share”) of the capital stock of a corporation 
that is acquired by a person after 8:00 p.m. East- 
ern Daylight Saving Time, June 18, 1987 in ex- 
change for 
(i) a share of a corporation that was issued 
before 8:00 p.m. Eastern Daylight Saving 
Time, June 18, 1987 or is a grandfathered 
share, or 


(ii) a debt obligation of a corporation that was 


1560 


Part [V.1 — Preferred Share Dividends Recv’d by Corp’n 


issued before 8:00 p.m. Eastern Daylight Sav- 
ing Time, June 18, 1987, or issued after that 
time pursuant to an agreement in writing en- 
tered into before that time, 


where the right to the exchange for the new share 
and all or substantially all the terms and condi- 
tions of the new share were established in writing 
before that time shall be deemed to have been ac- 
quired by that person before that time; 


(d) a share of a class of the capital stock of a Ca- 
nadian corporation listed on a prescribed stock 
exchange in Canada that is acquired by a person 
after 8:00 p.m. Eastern Daylight Saving Time, 
June 18, 1987 on the exercise of a right 


(i) that was issued before that time and listed 
on a prescribed stock exchange in Canada, 
and 


(ii) the terms of which at that ‘time’ included 
the right to acquire the share, 


where all or substantially all the terms and condi- 
tions of the share were established in writing 
before that time shall be deemed to have been ac- 
quired ‘by that person before that time; 


(e) where a share that was owned by a particular 
restricted financial institution at 8:00 p.m. East- 
ern Daylight Saving Time, June 18, 1987 has, by 
one or more transactions between related re- 
stricted financial institutions, been transferred to 
another restricted financial institution, the share 
shall’ be’ deemed to have been acquired by the 
other restricted. financial: institution, before that 
time unless at any particular time after 8:00 p.m. 
Eastern Daylight Saving Time, June 18, 1987 and 
before the share was transferred to the other re- 
stricted financial institution the share was owned 
by a shareholder who, at that particular time, was 
a person other than a restricted financial institu- 
tion related to the other restricted financial insti- 
tution; and 


(f) where, at. any particular time, there has been 
an amalgamation within the meaning cineca by 
section 87, and 


(i) each of the predecessor corporations was a 
restricted financial institution throughout the 
period from 8:00 p.m. Eastern Daylight Sav- 
ing Time, June 18, 1987 to the particular time 
and the predecessor corporations were related 
to. each other throughout that period, or 


(ii) each of the predecessor corporations and 
the new corporation is a corporation described 
in any of paragraphs (a) to (d) of the defini- 
tion “restricted financial institution” in sub- 
section 248(1), 


a taxable RFI share acquired by the new corpora- 
tion from a predecessor corporation on the amal- 
gamation shall be deemed to have been acquired 
by the new corporation at the time it was ac- 
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quired by the predecessor corporation. 


Definitions [s. 187.3]: “amount” — 248(1); “class of shares’”.— 
248(6);, “dividend” —248(1);. “excepted. dividend” — 187.1; 
“grandfathered share’, “person”. — 248(1); “related” — 251(2); “re- 
stricted financial institution”, ‘“‘share’.—,248(1); “taxable in- 
come”. — 2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxable RFI share” — 248(1); “taxation: year” — 
249; “writing” — Interpretation Act 35(1). 

Regulations [s. 187.3]: 3200 (prescribed stock exchange); 6201 
(prescribed shares). 


Interpretation Bulletins [s. 187.3]: IT-88R2: Stock dividends. 


187.4 Partnerships — For the DUDORES of this 
Part, 


(a) all amounts received in ‘a fiscal period by a 
partnership as, on account or in lieu of payment 
of, or in satisfaction of, dividends shall be 
deemed to have been received by each member of 
the partnership in the member’s fiscal period or 
taxation year in which the partnership’s fiscal pe- 
riod ends, to the extent of that member’s share 
thereof; 


(b) each member of a partnership shall be deemed 
to own at any time that proportion of the number 
of the shares of each class of the capital stock of 
a corporation that are property of the partnership 
at that time that the member’s share of all divi- 
dends received on those shares by the partnership 
in its fiscal period that includes that time is of the 
total of all those dividends; and 


(c) a reference to a person includes a partnership. 


Definitions [s. 187.4]: “amount” — 248(1); “class of shares” — 


248(6); “dividend” — 248(1); “fiscal period” — 248(1), 249(2), 
249.1; “person” — 187.4(c), 248(1); “share” — 248(1); “taxation 
year’ — 249. 


187.5 information return — Every corporation li- 
able to pay tax under this Part for a taxation year 
shall file with the Minister, not later than the day on 
or before which it is required by section 150 to file 
its return of income for the year under Part I, a return 
for the year under this Part in prescribed form con- 
taining an estimate of the taxes payable by it under 
sections 187.2 and 187.3 for the year. 

Related Provisions::1'50.1(5) — Electronic filing. 

Definitions [s. 187.5]: . “corporation” — 248(1), Interpretation 
Act 35(1); “Minister”, “prescribed” — 248(1); “taxation year” — 
249. 


Forms::T761: Calculation of Parts IV.1:and VI-1 taxes payable. 


187.6 Provisions applicable to Part — Sections 
152, 158 and 159, subsections 161(1), (2) and (11), 
sections 162 to 167 and Division J of Part I are ap- 
plicable to this Part with such modifications as the 
circumstances require. 

Pre-RSC History [Part IV.1]: Part IV.1 (ss. 187.1 to 187.6) 
added by 1988, c. 55, .s. 152, applicable with respect to dividends 
received after 1987 (and for this purpose where a dividend is re- 


ceived at any time after December 15, 1987 and before 1988 on a 
share, and it may reasonably be considered; having regard to all the 
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circumstances including the amount of any dividends that may be 
paid or declared on the share after 1987, that the dividend was paid 
at that time to avoid or limit the application of Part IV.1, the divi- 
dend shall be deemed for the purposes of that Part to have been 
received on January 1, 1988 and the reference in s. 187.2 and sub- 
sec. 187.3(1) to “in computing its taxable income for the year or 
under subsection 115(1) in computing its taxable income earned in 
Canada for the year” shall be read as a reference to “in computing 
its taxable income or under subsection 115(1) in computing its taxa- 
ble income earned in Canada”), except that in the application of s. 
187.2 to a dividend received on a share issued 


(a) before April 22, 1988, or 
(b) after April 21, 1988 and before 1989 


(i) pursuant to an agreement in writing entered into before 
April 22, 1988, or 


(ii) as part of a distribution to the public made in accor- 
dance with the terms of a prospectus, preliminary prospec- 
tus, registration statement, offering memorandum or notice 
filed before April 22, 1988 with a public authority pursuant 
to and in accordance with the securities legislation of the 
jurisdiction in which the shares are distributed, 


the reference therein to “(other than a share of a class in respect of 
which an election under subsection 191.2(1) has been made)” shall 
be read as a reference to “(other than a short-term preferred share, a 
share that would be a short-term preferred share if the references to 
“December 15, 1987” and “December 16, 1987” in the definition 
“short-term preferred share” in subsection 248(1) were read as ref- 
erences to “8:00 p.m. Eastern Daylight Saving Time, June 18, 
1987” or a share of a class in respect of which an election under 
subsection 191.2(1) has been made)”. 


Part V — Tax in Respect of 
Registered Charities 


187.7 Application of subsec. 149.1(1) — The 
definitions in subsection 149.1(1) apply to this Part. 


Origin of s. 187.7: R.S.C. 1985, c. 1 (Sth Supp.). 


188. (1) Revocation tax — Where the registration 
of a charity is revoked, the charity shall, on or before 
the day (in this subsection referred to as the “pay- 
ment day”) in a taxation year that is one year after 
the day on which the revocation is effective, 


(a) pay a tax under this Part for the year equal to 
the amount determined by the formula 


Income Tax Act 


A+B-C+-D~E+F 
where 


A is the total of all amounts each of which is the 
fair market value of an asset of the charity on 
the day (in this section referred to as the “‘val- 
uation day”) that is 120 days before the day 
on which notice of the Minister’s intention to 
revoke its registration is mailed, 


B is the total of all amounts each of which is the 
amount of a gift for which it issued a receipt 
described in subsection 110.1(2) or 118.1(2) 
in the period (in this section referred to as the 
“winding-up period”) that begins on the valu- 
ation day and ends immediately before the 
payment day, or an amount received by it in 
the winding-up period from a registered 
charity, 


C is the total of all amounts each of which is the 
fair market value, at the time of the transfer, 
of an asset transferred by it in the winding-up 
period to a qualified donee, 


D. is the total of all amounts each of which is ex- 
pended by it in the winding-up period on char- 
itable activities carried on by it, 


E is the total of all amounts each of which is 
paid by it in the winding-up period in respect 
of its debts that were outstanding on the valu- 
ation day and not included in determining the 
value of D, and 


F is the total of all amounts each of which is a 
reasonable expense incurred by it in the wind- 
ing-up period and not included in determining 
the value of D; and 


(b) file with the Minister a return in prescribed 
form and containing prescribed information, 
without notice or demand therefor. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Subsec. 188(1) substituted by 1994, c. 21, s. 84, applica- 
ble where the registration of a charity is revoked pursuant to a no- 
tice of intention to revoke its registration that is mailed after 1992. 
That subsec. formerly read: 


(1) Revocation tax — Where the registration of a charity is 
revoked, the charity shall, on or before the day in a taxation 
year that is one year after the day on which the revocation is 
effective, pay a tax for the year under this Part equal to the 
amount, if any, by which the total of 


(a) the fair market value, on the day that notice of the 
Minister’s intention to revoke its registration is mailed, of 
all its assets on that day, and 


(b) the total of all gifts for which it issued receipts de- 

scribed in subsection 110.1(2) or 118.1(2). after the day 
referred to in paragraph (a) and all amounts received after 
that day from registered charities 


exceeds the total of 


(c) the fair market value on the day referred to in para- 
graph (a) of each asset of the charity transferred by it toa 
qualified donee within the period commencing immedi- 
ately after that day and expiring at the end of one year 
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from the day on which the revocation is effective, 


(d) amounts expended by it within the period described in 
paragraph (c) on charitable activities carried on by it, 


(e) amounts paid by the charity after the day referred to 


in paragraph (a) in respect of bona fide debts of the char- 
ity that were outstanding on that day, and 
(f) the amount of such reasonable expenses as are in- 
curred by the charity within the period described in para- 
graph (c). 
Para. 188(1)(b) amended by 1994, c. 7, Sch. II (1991, c. 49), s. 155, 
applicable to 1988 et seg. Para. (b) formerly read: 
(b) the total of all amounts each of which is an amount of a 
gift for which it issued a receipt described in paragraph 
110.1(1)(a) or subsection 118.1(2) after the day referred to in 
paragraph (a) or an amount received after that date from a 
registered charity. 
Pre-RSC History: Para. 188(1)(b) substituted by 1988, c. 55, s. 
153, applicable to 1988 et seg., except that in its application to the 
1988 taxation year the reference to “paragraph 110.1(1)(a)” shall be 
read as a reference to “paragraph 110(1)(a) or 110.1(1)(a)”. Para. 
188(1)(b) formerly read: 
(b) the aggregate of all amounts each of which is the amount 
of a gift for which it issued a receipt described in paragraph 
110(1)(a) after the day referred to in paragraph (a) or an 
amount received after that day from a registered charity, 
Para. 188(1)(b) substituted by 1988, c. 55, s. 153, applicable to 1988 
et seq., except that in its application to.the 1988 taxation year, the 
reference to “paragraph 110.1(1)(a)” shall be read as a reference to 
“paragraph 110(1)(a) or 110.1(1)(a)”. Para. 188(1)(b) formerly read: 
(b) the aggregate. of all amounts each of which is the amount 
of a gift for which it issued a receipt described in paragraph 
110(1)(a) after the day referred to in paragraph (a) or an 
amount received after that day from a registered charity, 
Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(2) Idem — A person (other than a qualified donee) 
who, after the valuation day of a charity, receives an 
amount from the charity is jointly and severally lia- 
ble with the charity for the tax payable under subsec- 
tion (1) by the charity in an amount not exceeding 
the amount by which the total of all such amounts so 
received by the person exceeds the total of all 
amounts each of which is 


(a) a portion of such an amount that is included in 
determining an amount in the description of C, D, 
E or F in subsection (1) in respect of the charity, 
or 


(b) the consideration given by the person in re- 
spect of such an amount. 


History: Subsec. 188(2) substituted by 1994, c. 21, s. 84, applica- 
ble where the registration of a charity is revoked pursuant to a no- 
tice of intention to revoke its registration that is mailed after 1992. 
That subsec. formerly read: 


(2) A person (other than a qualified donee) who, on or after 
the day that notice of the Minister’s intention to revoke the 
registration of a charity is mailed, receives any amount from 
that charity is jointly and severally liable with the charity for 
the tax imposed on the charity by subsection (1) in an amount 
not exceeding the amount by which the amount so received 
by the person from the charity exceeds the total of 


(a) the total of amounts so received by the person from 
the charity each of which is an amount described in para- 


S. 188(5) net 


graph (1)(d), (e) or (f), and 
(b) the consideration, if any, given by the person in re- 
spect of the amount so received by the person. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. a 


(3) Transfer of property tax — Where, as a result 
of a transaction or series of transactions, property 
owned by a registered charity that is a charitable 
foundation and having a net value greater than 50% 
of the net asset amount of the charitable foundation 
immediately before the transaction or series of trans- 
actions, as the case may be, is transferred before the 
end of a taxation year, directly or-indirectly, to one 
or more charitable organizations and it may reasona- 
bly be considered that the main purpose of the trans- 
fer is to effect a reduction in the disbursement quota 
of the foundation, the foundation shall pay a tax 
under this Part for the year equal to the amount by 
which 25% of the net value of that property deter- 
mined as of the day of its transfer exceeds the total 
of all amounts each of which is its tax payable under 
this subsection for a preceding taxation year in re- 
spect of the transaction or series of transactions. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(4) Idem — Where property has been transferred to 
a charitable organization in circumstances. described 
in subsection (3) and it may reasonably be. consid- 
ered that the organization acted in concert with a 
charitable foundation for the purpose of reducing the 
disbursement quota of the foundation, the organiza- 
tion is jointly and severally liable with the founda- 
tion for the tax imposed on the foundation by that 
subsection in an amount not exceeding the net value 
of the property. 

Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(5) Definitions — In this section, 


“net asset amount” of a charitable foundation at 
any time means the amount determined by the 
formula 


A-B 

where 

A is the fair market value at that time of all the 
property owned by the foundation at that time, 
and 

B is the total of all amounts each of which is the 
amount of a debt owing by or any other obliga- 
tion of the foundation at that time; 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


“net value” of property owned by a charitable foun- 
dation, as of the day of its transfer, means the 
amount determined by the formula 


A:'-B 
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where 


A is the fair market value of the property on that 
day, and 


B is the amount of any consideration given to the 
foundation for the transfer. 


Related Provisions: 257 — Formula cannot calculate to less than 

zero. 

Pre-RSC History [s. 188]: The definition “net asset amount” was 

188(5)(a); “net value” was 188(5)(b). The pre-R.S.C. versions 

read: 
(a) “net asset amount” — “net asset amount” of a charita- 
ble foundation at any time means the amount by which the 
fair market value at that time of all the property owned by the 
foundation at that time exceeds the aggregate of all amounts 
each of which is the amount of a debt owing by or any other 
obligation of the foundation at that time; and 


(b) “net value” — “net value” of property owned by a chari- 
table foundation, as of the day of its transfer, means the 
amount by which the fair market value of the property on that 
day exceeds the amount of any consideration given to the 
foundation for the transfer. 


S. 188 added by 1984, c. 45, s. 78, applicable to taxation years com- 
mencing after 1983. 


Definitions [s. 188]: “amount” — 248(1); “charitable founda- 


tion’, “charitable organization”, “charitable purposes”, “charity”, 


“disbursement quota” — 149.1(1), 187.7; “Minister” — 248(1); 
“net asset amount” — 188(5); “net value” — 188(5); “non-qualified 
investment” — 149.1(1), 187.7; “person”, “prescribed” — 248(1); 
“private foundation” — 149.1(1), 187.7; “property” — 248(1); 
“public foundation”, “qualified donee”, “qualified investment” — 
149.1(1), 187.7; “registered charity” — 248(1); “related business”, 
“specified gift” — 149.1(1), 187.7; “valuation day” — 188(1)(a)A; 
“winding-up period” — 188(1)(a)B. 


189. (1) Tax regarding non-qualified invest- 
ment — Where at any particular time in a taxation 
year a debt (other than a debt in respect. of which 
subsection 80.4(1) applies or would apply but for 
subsection 80.4(3)) is owing by a taxpayer to a regis- 
tered charity that is a private foundation and at that 
time the debt was a non-qualified investment of the 
foundation, the taxpayer shall pay a tax under this 
Part for the year equal to the amount, if any, by 
which 
(a) the amount that would be payable as interest 
on that debt for the period in the year during 
which it was outstanding and was a non-qualified 
investment of the foundation if the interest were 
payable at such prescribed rates as are in effect 
from time to time during the period 


exceeds 
(b) the amount of interest for the year paid on that 


debt by the taxpayer not later than 30 days after 
the end of the year. 
Regulations: 4301(c) (prescribed rate of interest). 
Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(2) Computation of interest on debt — For the 
purpose of paragraph (1)(a), where a debt in respect 
of which subsection (1) applies (other than a share or 
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right that is deemed by subsection (3) to be a debt) is 
owing by a taxpayer to a private foundation, interest 
on that debt for the period referred to in that para- 
graph shall be computed at the least of 


(a) such prescribed rates as are in effect from 
time to time during the period, 


(b) the rate per annum of interest on that debt 
that, having regard to all the circumstances (in- 
cluding the terms and conditions of the debt), 
would have been agreed on, at the time the debt 
was incurred, had the taxpayer and the foundation 
been dealing with each other at arm’s length and 
had the ordinary business of the foundation been 
the lending of money, and 


(c) where that debt was incurred before April 22, 
1982, a rate per annum equal to 6% plus 2% for 
each calendar year after 1982 and before the taxa- 
tion year referred to in subsection (1). 


Regulations: 4301(c) (prescribed rate of interest), 


(3) Share deemed to be debt — For the purpose 
of subsection (1), where a share, or a right to acquire 
a share, of the capital stock of a corporation held by 
a private foundation at any particular time during the 
corporation’s taxation year was at that time a non- 
qualified investment of the foundation, the share or 
right shall be deemed to be a debt owing at that time 
by the corporation to the foundation 


(a) the amount of which was equal to, 


(i) in the case of a share or right last acquired 

before April 22, 1982, the greater of its fair 
market value on April 21, 1982 and its cost 
amount to the foundation at the particular 
time, or 


(ii) in any other case, its cost amount to the 
foundation at the particular time, 


(b) that was outstanding throughout the period for 
which the share or right was held by the founda- 
tion during the year, and 


(c) in respect of which the amount of interest paid 
in the year is equal to the total of all amounts 
each of which is the amount of a dividend re- 
ceived on the share by the foundation in the year, 


and the reference in paragraph (1)(a) to “such pre- 
scribed rates as are in effect from time to time during 
the period” shall be read as a reference to “%/3 of such 
prescribed rates as are in effect from time to time 
during the period”’. 


(4) Computation of interest with respect to a 
share — For the purposes of subsection (3), where 
a share or right in respect of which that subsection 
applies was last acquired before April 22, 1982, the 
reference therein to “’/; of such prescribed rates as 
are in effect from time to time during the period” 
shall be read as a reference to “the lesser of 


(a) a rate per annum equal to 4% plus 1% for 
each 5 calendar years contained in the period 
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commencing after 1982 and ending before the 
particular time, and | 


(b) a rate per annum equal to % of such pre- 
scribed rates as are in effect from time to time 
during the year’. 


(5) Share substitution — For the purpose of sub- 
section (3), where a share or right is acquired by a 
charity in exchange for another share or right in a 
transaction after April 21, 1982 to which section 51, 
85, 85.1, 86 or 87 applies, it shall be deemed to be 
the same share or right as the one for which it was 
substituted. 


(6) Taxpayer to file return and pay tax — 
Every taxpayer who is liable to pay tax under this 
Part (except a charity that is liable to pay tax under 
[sub]section 188(1)) for a taxation year shall, on or 
before the day on or before which the taxpayer is, or 
would be if tax. were payable. by the taxpayer under 
Part I for the year, required to file a return of income 
or an information return under Part I for the year, 


(a) file with the Minister a return for the year in 
prescribed form and containing prescribed infor- 
mation, without notice or demand therefor; 


(b) estimate in the return the amount of tax paya- 
ble by the taxpayer under this Part for the year; 
and 


(c) pay to the Receiver General the amount of tax 
payable by the taxpayer under this Part for the 
year. 


Related Provisions: 150.1(5) — Electronic filing. 


History: The opening words of subsec. 189(6), and para. (6)(c), 
substituted by 1994, c. 21, subsecs. 85(1), (2), applicable after 1992. 
The opening words and para. (c) formerly read: 


(6) Taxpayer to file return and pay tax — Every taxpayer 
who is liable to pay tax under this Part for a taxation year 
shall, on or before the day on or before which the taxpayer is 
required, or would be required if tax were payable by the tax- 
payer under Part I or if, in the case of:a charity, the registra- 
tion thereof-had not been revoked, to file a return of income 
or an information return under Part I for the year, 


(c) except where subsection 188(1) applies with respect to the 
payment of the tax, pay to the Receiver General the amount 
of tax payable by the taxpayer under this Part for the year. 


Forms: T2046: Tax return where registration of a charity is re- 
voked; T2140: Part V tax return —tax on non-qualified invest- 
ments of a registered charity. 


(7) Interest — Where a taxpayer is liable to pay tax 
under this Part and has failed to pay all or any part 
thereof on or before the day on or before which the 
tax was required to be paid, the taxpayer shall pay to 
the Receiver General interest at the prescribed rate 
on the amount that the taxpayer failed to pay com- 
puted from the day on or before which the tax was 
required to be paid to the day of payment. 


Related Provisions: 221:1 — Application of interest where legis- 
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lation retroactive; 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 189(7) added (and former subsec. (7) 
renumbered as (8)) by 1985, c. 45, s. 102, applicable after May 9, 
1985, except that interest is not payable under subsec. 189(7) on tax 
payable by a taxpayer under Part V for any period or portion of a 
period that is before May 10, 1985. | 


Regulations: 4301 (prescribed rate of interest). 


(8) Provisions applicable to Part — Subsections 
150(2) and. (3); sections, 152 and 158, subsection 
161(11), sections 162 to 167 and Division J of Part I 
are applicable to this Part with such modifications as 
the circumstances require. 


Pre-RSC History: Subsec. 189(8) substituted by 1986, c. 6, s. 99, 
to add reference to subsection 161(11). 


Former subsec. 189(7) amended and renumbered 189(8) by 1985, c. 
45, s. 102, applicable after May 9, 1985. Former subsec. 189(7) 
read: © 


(7) Provisions applicable — Subsections 150(2) and (3), 
sections 152 and 158, subsection 161(1) and sections 162 to 
167 and Division J of Part I are applicable, with such modifi- 
cations as the circumstances require, to this Part. 


Pre-RSC History [s. 189]: S. 189 added by 1984, c. 45, s. 78, 
applicable to taxation years, commencing after 1983. 


Definitions [s. 189]: “amount” —248(1); “arm’s length” — 
251(1); “business” — 248(1); “charitable foundation”, “charitable 
organization”, “charitable purposes”, “charity” — 149.1(1), 187.7; 
“corporation” — 248(1), Interpretation Act 35(1); “disbursement 
quota”, “dividend”, “Minister” — 248(1); “non-qualified invest- 
ment” — 149.1(1), 187.7; “prescribed” — 248(1); “private founda- 
tion”, “public foundation”, “qualified donee”, “qualified invest- 
ment” — 149.1(1), 187.7; “registered charity” — 248(1); “related 
business” — 149.1(1), 187.7; “share” — 248(1); “specified gift’, 
“taxation year” — 149.1(1), 187.7; “taxpayer” — 248(1). 


Pre-RSC History [former Part V]: Former Part V, entitled “Re- 
fundable Tax in Respect of Ineligible Investments”, was repealed by 
1973-74, c. 14, s..60, applicable to 1972 et seq. 


Part vi— Tax on Capital of 
Financial Institutions 


190. (1) Definitions — For the purposes of this 
Part, 


‘financial institution’? means a corporation that 
(a) is a bank, 


(b) is authorized under the laws of Canada or a 
province to carry on the business of offering its 
services as a trustee to the public, 


(c) is authorized under the laws of Canada or a 
province to accept deposits from the public and 
carries on the business of lending money on the 
security of real estate or investing in mortgages 
on real estate, 


(d) is a life insurance corporation that carries on 
business in Canada, or 


(e) is a corporation all or substantially all, of the 
assets of which are shares or indebtedness of cor- 
porations described in any of paragraphs (a) to 
(d) or this paragraph to which the corporation is 
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related; 


Related Provisions: 253 — Extended meaning of “carrying on 
business in Canada”. 


History: Paras. (d), (e) added to “financial institution” in subsec. 
190(1) by 1994, c. 7, Sch. II (1991, c. 49), subsec. 156(1), applica- 
ble to taxation years ending after February 20, 1990. 


“long-term debt’”’ means 


(a) in the case of a bank, its subordinated indebt- 
edness (within the meaning assigned by section 2 
of the Bank Act) evidenced by obligations issued 
for a term of not less than 5 years, 


(b) in the case of an insurance corporation, its 
subordinated indebtedness (within the meaning 
assigned by section 2 of the /nsurance Compa- 
nies Act) evidenced by obligations issued for a 
term of not less than 5 years, and 


(c) in the case of any other corporation, its subor- 
dinated indebtedness (within the meaning that 
would be assigned by section 2 of the Bank Act if 
the definition of that expression in that section 
were applied with such modifications as the cir- 
cumstances require) evidenced by obligations is- 
sued for a term of not less than 5 years; 


History: The definition “long-term debt” in subsec. 190(1) substi- 
tuted by 1994, c. 21, subsec. 86(1), applicable after May 31, 1992. 
That definition formerly read: 


“long-term debt” means 


(a) in the case of a bank, its indebtedness evidenced by 
bank debentures, within the meaning assigned by. the 
Bank Act, and 


(b) in the case of a corporation that is not a bank, its 
subordinate indebtedness evidenced by obligations issued 
for a term of not less than 5 years. 


“reserves’’, in respect of a financial institution for a 
taxation year, means the amount at the end of the 
year of all of the institution’s reserves, provisions 
and allowances (other than allowances in respect of 
depreciation or depletion) and, for greater certainty, 
includes any provision in respect of deferred taxes. 


History: The definition “reserves” added to subsec. 190(1) by 
1994, c. 21, subsec. 86(2), applicable to 1992 er seq. 


(1.1) Prescribed meanings — For the purposes 
of this Part, the expressions “attributed surplus”, 
“Canadian assets”, “Canadian reserve liabilities”, 
“total assets” and “total reserve liabilities” have the 
meanings that are prescribed. 


History: Subsec. 190(1.1) amended by 1994, c. 7, Sch. HI (1991, c. 
49), subsec. 156(2), applicable to taxation years ending after Febru- 
ary 20, 1990. Subsec. (1.1) formerly read: 


(1.1) Prescribed expressions — For the purposes of this 
Part, the expressions “Canadian assets” and “total assets” 
have the meanings as may be prescribed. 


Regulations: 8603 (prescribed meanings of expressions). 


(2) Application of subsecs. 181(3) and (4) — 
Subsections 181(3) and (4) apply to this Part with 
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such modifications as the circumstances require. 


History: Subsec. 190(2) substituted by 1994, &. 21, subsec. 86(3), 
applicable to 1992 et seg. That subsec. formerly read: 


(2) Accounting method — For the purposes of reporting, 
calculating or determining an amount under this Part on a 
non-consolidated basis, the equity method of accounting shall 
not be used. 


Pre-RSC History [s. 190]: Subsec. 190(1) substituted, subsec. 
190(1.1) added by 1990, c. 39, s. 49, applicable to 1990 et seg. Sub- 
sec. 190(1) formerly read: 


190. (1) Definitions — In this Part, 


“bank” means a bank to which the Bank Act or the Quebec 
Savings Banks Act applies; 


“financial institution” means a corporation that 
(a) is a‘ bank, 


(b) is authorized under the laws of Canada or a province 
to carry on the business of offering its services as a trus- 
tee to the public, or 


(c) is authorized under the laws of Canada or a province 
to accept deposits from the public and carries on the busi- 
ness of lending money on the security of real estate or 
investing money in mortgages or hypothecs on real 
estate; 


“long-term debt” means 


(a) in the case of a corporation that is a bank, indebted- 
ness evidenced by bank debentures, within the meaning 
assigned by the Bank Act or the Quebec Savings Banks 
Act, and 


(b) in the case of a corporation that is not a bank, 
subordinate indebtedness evidenced by obligations issued 
for a term of not less than five years. 


Definitions [s. 190]: “amount” — 248(1); “bank” — Interpreta- 
tion Act 35(1); “business” —248(1); “Canada’”— 255; “carrying 
on business in Canada” — 253; “corporation” — 248(1), Interpre- 
tation Act 35(1); “life insurance corporation”, “prescribed” — 


248(1). 
Calculation of Capital Tax 


190.1 (1) Tax payable — Every corporation that is 
a financial institution at any time during a taxation 
year shall pay a tax under this Part for the year equal 
to 1.25% of the amount, if any, by which its taxable 
capital employed in Canada for the year exceeds its 
capital deduction for the year. 


Related Provisions: 18(1)(t) — Tax is non-deductible; 125.2 — 
Deduction of Part VI tax; 157(1) — Instalment and payment obliga- 
tions; 161(1), (4.1) — Interest; 190.1(1.1) — Additional tax on life 
insurance corporations; 190,1(1.2) — Additional tax on deposit-tak- 
ing institutions; 227(14) — No tax on corporation exempt under s. 
149. 


Application — s. 190.1:S. 157 of 1994, c. 7, Sch. I (1991; c. 49) 
provides that in its application to taxation years beginning before 
February 21, 1990 of corporations described in para. (d) or (e) of 
the definition “financial institution” in subsec. 190(1), s. 190.1 shall 
be read as follows: 


190.1 Every corporation that is a financial institution at any 
time during a taxation year shall pay.a tax under this Part for 
the year equal to that proportion of 1.25% of the amount, if 
any, by which its taxable capital employed in Canada for the 
year exceeds its capital deduction for the year that the number 
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of days in the year that are after February 20, 1990 is of 365. 


(1.1) Additional tax payable by life insurance 
corporations — Every life insurance corporation 
that carries on business in Canada at any time in a 
taxation year shall pay a tax under this Part for the 
year, in addition to any tax payable under subsection 
(1), equal to 1% of the amount determined by the 
formula 


C 
pa piel te 
(ae EN OS Aas 


where 


A. is its taxable capital employed in Canada for the 
year; 


B is its capital allowance for the year; and 


C is the number of days in the year that are after 
February 25, 1992 and before 1999. 


Related Provisions: 18(1)(t)— Tax is  non-deductible; 
125.2(3)(a)— No carryback of additional tax to year where it did 
not apply; 157(1) — Instalment and payment obligations; 161(1), 
(4.1) — Interest; 190.11 (Application rule) — Exclusion of deferred 
realized gains from taxable capital employed in Canada; 211.1 — 
Tax on investment income of life insurer: 227(14) — No tax on cor- 
poration exempt under s. 149; 257 — Formula cannot calculate to 
less than zero. 


History: The description of C in subsec. 190.1(1.1) amended by 
1997, c. 25, subsec. 53(1), applicable after February 25, 1992. The 
description of C formerly read: 


C_ is the number of days in the year that are after February 
25, 1992 and before 1996. 


Subsec. 190.1(1.1) added by 1994, c. 21, s. 87, applicable to taxa- 
tion years ending after February 25, 1992 and, where a corporation 
elects under paragraph 88(2)(b) of the amending legislation [see 
under 190.11(b)(@) below], to its 1991 and subsequent taxation 
years, in which case: 


(a) the reference in subsec. 190.1(1.1) to “February 25, 1992” 
shall be read as a reference to “the day immediately preceding 
the first day of the corporation’s first taxation year that ends 
after 1990”, and 


(b) notwithstanding subsecs. 152(4) to (5), such assessments 
and determinations shall be made as are consequential on the 
application of subsec. 190.1(1.1) to the corporation’s taxation 
years that end. before February 26, 1992. 


(1.2) Additional tax payable by deposit-taking 
institutions — Every corporation (other than a life 
insurance corporation) that is a financial institution 
at any time in a taxation year shall pay a tax under 
this Part for the year, in addition to any tax payable 
under subsection (1), equal to the amount determined 
by the formula | 


C 
0.0015 x (A -—B prepa 
0015 x ( Ne 365 


where 


A is the corporation’s taxable capital employed in 
Canada for the year; 


B. is its enhanced capital deduction for the year; and 
is the number of days in the year that are after 
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February 27, 1995 and before November 1997. 


Related Provisions: 190.17 — Enhanced capital deduction; 
257 — Formula cannot calculate to less than zero. 


_ History: The description of C in subsec. 190.1(1.2) amended by 


1997, c. 25, subsec. 53(2), applicable to taxation years that end after 
February 27, 1995. The description of C formerly read: 


Cis the number of days in the year that are after February 
27, 1995 and before November 1996. 


Subsec. 190.1(1.2) added by 1996, c. 21, subsec. 49(1), applicable 
to taxation years that end after February 27, 1995. Subsec. 49(4) 
provides that no interest is payable under subsec. 161(2) in respect 
of any amount that became payable before July 1995 because of 
subsec. 190.1(1.2). 


(2) Short taxation years — Where a taxation year 
of a corporation is less than 51 weeks, the amount 
determined under subsection (1) for the year in re- 
spect of the corporation shall be reduced to that pro- 
portion of that amount that the number of days in the 
year is of 365. : 

History: Subsec. 190.1(2) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 111, applicable to 1992 ef seg. and, where a corporation 
that was a financial institution (within the meaning assigned by s. 
190) throughout each of its taxation years ending in 1991 so elects 
by notifying the Minister in writing before December 11, 1993, to 
its taxation years ending in 1991. Subsec. 190.1(2) formerly read: 


(2) Short taxation years — Where a taxation year of a cor- 
poration is less than 51 weeks, the tax payable for the year by 
the corporation under this Part shall be that proportion of its 
tax otherwise payable under this Part for the year that the 
number of days in the year is of 365. 


(3) Deduction — There may be deducted in com- 
puting a corporation’s tax payable under this Part for 
a taxation year an amount equal to the total of 
(a) the amount, if any, by which 
(i) the corporation’s tax payable under Part I 
for the year 
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exceeds the lesser of 


(ii) the corporation’s Canadian surtax payable 
(within the meaning assigned by section 
125.3) for the year, and 


(iii) the amount that would, but for subsection 
181.1(4), be its tax payable under Part I.3 for 
the year, and 


(b) such part as the corporation claims of its un- 
used Part I tax credits and unused surtax credits 
for its 7 taxation years immediately before and its 
3 taxation years immediately after the year, 


to the extent that that amount does not exceed the 
amount by which 


(c) the amount that would, but for subsection 
(1.2) and this subsection, be its tax payable under 
this Part for the year 


exceeds 


(d) the total of all amounts each of which is the 
amount deducted under subsection 125.2(1) in 
computing the corporation’s tax payable under 
Part I for a taxation year ending before 1992 in 
respect of its unused Part VI tax credit (within the 
meaning assigned by section 125.2) for the year. 
Related Provisions: 87(2)(j.91) — Amalgamations — continu- 
ing corporation; 87(2.11) — Vertical amalgamations; 125.2(3)(a) — 
Limitation on carryover of Part VI tax: 161(7)(a)(x), 164(5)(h.2), 
164(5.1)(h.3) — Effect of carryback of loss etc.: 190.2 — Return. 


History: Para. 190.1(3)(c) amended by 1996, c. 21, subsec. 49(2), 
applicable to taxation years that end after February 27, 1995. Para. 
(c) formerly read: 


(c) the amount that would, but for this subsection, be its tax 

payable under this Part for the year 
Subsec. 190.1(3) added by 1994,.¢..7, Sch. VIII (1993, c. 24), s. 
111, applicable to 1992 et seg. and, where a corporation that was a 
financial institution (within the meaning assigned ‘by s. 190) 
throughout each of its taxation years ending in 1991 so elects by 
notifying the Minister in writing before December 11, 1993, to its 
taxation years ending in 1991, except that, in its application to such 
years, 


(a) paras. (a) and (b) shall be read as follows: 
“(a) the corporation’s tax payable under Part I for the 
year, and 


(b) such part as the corporation claims of its unused Part I 
tax credits for its 7 taxation years immediately before and 
3 taxation years immediately after the year,” and 


(b) the reference in para. (d) to “1992” shall be read as “1991”. 


Forms: T921: Calculation of unused Part VI tax credit and unused 
Part I tax credit. 


(4) Idem — For the purposes of this subsection and 
subsections (3), (5) and (6), 


(a) an amount may not be claimed under subsec- 
tion (3) in computing a corporation’s tax payable 
under this Part for a particular taxation year 
(i) in respect of its unused Part I tax credit for 
another taxation year, until its unused Part I 
tax credits for taxation years preceding the 
other year that may be claimed under this Part 
for the particular year have been claimed, and 
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(11) in respect of its unused surtax credit for 
another taxation year, until its unused surtax 
credits for taxation years preceding the other 
year that may be claimed under Part 1.3 or this 
Part for the particular year have been claimed: 
and | 


(b) an amount may be claimed under subsection 
(3) in computing a corporation’s tax payable 
under this Part for a particular taxation year 


(1) in respect of its unused Part I tax credit for 
another taxation year, only to the extent that it 
exceeds the total of all amounts each of which 
is the amount claimed in respect of that un- 
used Part I tax credit in computing its tax pay- 
able under this Part for a taxation year preced- 
ing the particular year, and 


(ii) in respect of its unused ‘surtax credit for 
another taxation year, only to the extent that it 
exceeds the total of.all amounts.each of which 
is the amount claimed in respect of the unused 
surtax credit 


(A) in computing its tax payable under this 
Part for a taxation year preceding the par- 
ticular year,’ or 


(B) in computing its tax payable under Part 

I.3 for the particular year or a taxation year 

preceding the particular year. 
Related Provisions: 87(2.11) — Vertical amalgamations. 
History: Subsec. 190.1(4) added by 1994, ¢: 7, Sch. VIE (1993. c. 
24), s. 111, applicable to 1992 et seg. and, where a corporation that 
was a financial institution (within the meaning assigned by s. 190) 
throughout each of its taxation years ending in 1991 ’so elects by 
notifying the Minister in writing before December 11, 1993, to its 
taxation years ending in 1991, except that, in its application to such 
years, subsec. (4) shall be read without reference to subparas. (a)(ii) 
and (b)(ii). 


(5). Definitions — For the purposes of subsections 
(3), (4) and (6), 


“unused Part I tax credit” of a corporation for a 
taxation year ending after 1991 means the amount, if 
any, by which 
(a) the corporation’s tax payable under Part I for 
the year oo 


exceeds the total of 


(b) the amount that would, but for subsection (3), 
be its tax payable under this Part for the year, and 


(c) the corporation’s Canadian surtax payable 
(within the meaning assigned by section 125.3) 
for the year; 


“unused surtax credit” of a corporation for a taxa- 
tion year has the meaning assigned by subsection 
181.1(6). 


Related Provisions [Subsec. 190.1(5)]: 87(2.11) — Vertical 
amalgamations. 


History: 1994, c. 21, subsec. 87(3), provides that where 
(a) a corporation elected under subsec. 111(2) of S.C. 1993, c. 
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24 (Bill C-92),; as described in the History annotation below, 
and 


(b) the corporation does not elect under para. 88(2)(b) of 1994, 
c. 21 [see under subpara. 190.11(b)(), below], 


for the purposes of determining the corporation’s unused Part I tax 
credit for the 1991 taxation year, subsec. 190.1(5) shall be read as 
follows: . 


(5) For the purpose of computing the amount that may, be- 
cause of paragraph (3)(b), be deducted by a corporation in 
computing its tax payable under this Part for a particular taxa- 
tion year, in respect of its tax payable under Part I for a taxa- 
tion year ending in 1991, and for the purposes of subsections 
(4) and (6), the corporation’s “unused Part I tax credit” for 
the 1991 taxation year is the lesser of 


(a) the amount, if any, by which its tax payable under 
Part I for the 1991 taxation year exceeds the amount that 

- would, but for subsection (3), be its tax payable under 
this Part for that year, and 


(b) its tax payable under this Part (determined without 
reference to subsections (1.1) and (3)) for the particular 
year. 


Subsec. 190.1(5) added by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
111, applicable to 1992 et seg. and, where a corporation that was a 
financial institution (within the meaning assigned by s. 190) 
throughout each of its taxation years ending in 1991 so elects by 
notifying the Minister in writing before December 11, 1993, to its 
taxation years ending in 1991, except that, in its application to such 
years, subsec. (5) shall be read as follows [but see History annota- 
tion above]: 


(5) For the purposes of this subsection and subsections (3), 
(4) and (6), “unused Part I tax credit” of a corporation for a 
taxation year ending after 1990 means the amount, if any, by 
which its tax payable under Part I for the year exceeds the 

amount that would, but for subsection (3), be its tax payable 
under this Part for the year. 


(6) Acquisition of control — Where at any time 
control of a corporation was acquired by a person or 
group of persons, no amount in respect of its unused 
Part I tax credit or unused surtax credit for a taxation 
year ending before that time is deductible by the cor- 
poration for a taxation year ending after the time and 
no amount in respect of its unused Part I tax credit or 
unused surtax credit for a taxation year ending after 
that time is deductible by the corporation for a taxa- 
tion year ending before that time, except that 


(a) where a business was carried on by the corpo- 
ration in a taxation year ending before that time, 
its unused Part I tax credit and unused surtax 
credit for that year are deductible by the corpora- 
tion for a particular taxation year ending after that 
time only if that business was carried on by the 
corporation for profit or with a reasonable expec- 
tation of profit throughout the particular year and 
only to the extent of that proportion of the corpo- 
ration’s tax payable under this Part for the partic- 
ular year that 


(i) the amount, if any, by which 


(A) the total of its income under Part I for 
the particular year from that business and, 
where properties were sold, leased, rented 
or developed or services were rendered in 
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the course of carrying on that business 
before that time, its income under Part I 
for the particular year from any other busi- 
ness substantially all the income of which 
was derived from the sale, leasing, rental 
or development, as the case may be, of 
similar properties or the rendering of simi- 
lar services 
exceeds 


(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) in computing its taxable 
income under Part I for the particular year 
in respect of a non-capital loss or a farm 
loss, as the case may be, for a taxation year 

- in respect of that business or the other 
business 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 

(iii) the corporation’s taxable income under 
Part I for the particular year; and 


(b) where a business was carried on by the corpo- 
ration throughout a taxation year ending after that 
time, its unused Part I tax eredit and unused sur- 
tax credit for that year are deductible by the cor- 
poration for a particular taxation year ending 
before that time only if that business was carried 
on by the corporation for profit or with a reasona- 
ble expectation of profit in the particular year and 
only to the extent of that proportion of the corpo- 
ration’s tax payable under this Part for the partic- 
ular year that 


(i) the amount, if any, by which 


(A) the total of its income under Part I for 
the particular year from that business and, 
where properties were sold, leased, rented 
or developed or services were rendered in 
the course of carrying on that business 
before that time, its income under Part I 
for the particular year from any other busi- 
ness substantially all the income of which 
was derived from the sale, leasing, rental 
or development, as the case may be, of 
similar properties or the rendering of simi- 
lar services 


exceeds 


(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) in computing its taxable 
income under Part I for the particular year 
in respect of a non-capital loss or a farm 
loss, as the case may be, for a taxation year 
in respect of that business or the other 
business 


is of the greater of 
(ii) the amount determined under subpara- 


S. 190.1(6)(b) (ii) Income Tax Act 


graph (i), and 


(iii) the corporation’s taxable income under 
Part I for the particular year. 
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which the total of : 
(A) its taxable capital for the year, and 


(B) the amount prescribed for the year in 
respect of the corporation 


exceeds 


(C) the amount prescribed for the year in 
respect of the corporation 


that its Canadian reserve liabilities as at the 
end of the year is of the total of 


(D) its total reserve liabilities as at the end 
of the year, and 


(E) the amount pened for the year in 
respect of the corporation, and 


(ii) the amount, if any, by which 


(A) the amount of its reserves for the year 
(other than its reserves in respect of 
amounts payable out of segregated funds) 
that can reasonably be regarded as having 
been established in respect of its insurance 
businesses carried on in Canada . 


exceeds the total of 


Related Provisions: 87(2.11)— Vertical amalgamations; (B) all amounts each of which is the 
256(8) — Anti-avoidance — deemed exercise of right to increase amount of a reserve (other than a reserve 
VOUNE DOWEL: described in subparagraph 138(3)(a)(4)), to 
History: Subsec. 190.1(6) added by 1994, c. 7, Sch. VIII (1993, c. the extent that it is included in the amount 
24), s. 111, applicable to 1992 et seq. and, where a corporation that determined under clause (A) and is de- 
was a financial institution (within the meaning assigned by s. 190) ducted in computing its income under Part 
throughout each of its taxation years ending in 1991 so elects by L- for the year, 

notifying the Minister in writing before December 11, 1993, to its 

taxation years ending in 1991, except that, in its application to such (C) all amounts each of which is the 
years, subsec. (6) shall be read without reference to the expressions amount of a reserve described in ‘subpara- 
“or unused surtax credit” and “and unused surtax credit”. graph 138(3)(a)(i), to the extent that it is 
I.T. Technical News: No. 7 (control by a group — 50/50 included in the amount determined under 
arrangement). clause (A) and is deductible under subpar- 
Definitions [s. 190.1]: “amount” — 181(3), 190(2), 248(1); “bus- agraph 138(3)(a)(@) in computing its in- 
iness” — 248(1); “Canadian surtax payable” — 125.3(4); “capital come under Part I for the year, and 
allowance” — 190.16; “capital deduction” — 190.15; “corpora- : f 

tion” — 248(1), Interpretation Act 35(1); “enhanced capital deduc- (D) all amounts each of which is the 
tion” — 190.17; “farm loss” — 111(8), 248(1); “financial institu- amount outstanding (including any interest 
tion” — 190(1); “non-capital loss” — 111(8), 248(1); “property” — accrued. thereon) at the end of the year in 
248(1); “tax payable” — 248(2); “taxable capital employed in Can- respect of a policy loan (within the mean- 


ada” — 190.11; “taxation year” — 249; “unused Part I credit”, “un- 


ued cuttae eee’ = 190.165). ing assigned by subsection 138(12)) made 


by the corporation, to the extent that it is 


F . deducted in computing the total deter- 
190.11 Taxable capital employed in Canada — ines 2 moa see a ia otal deter 


For the purposes of this Part, the taxable capital em- 
ployed in Canada of a financial institution for a taxa- 
tion year is, 


(c) in the case of a life insurance corporation that 
was non-resident throughout the year, its taxable 
capital for the year. 


(a) in the case of a financial institution other than 
a life insurance corporation, that proportion of its 
taxable capital for the year that its Canadian as- 
sets at the end of the year is of its total assets at 
the end of the year; 


(b) in the case of a life insurance corporation that 
was resident in Canada at any time in the year, 
the total of 


(i) that proportion of the amount, if any, by 
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History: Subpara. 190.11(b)(i) substituted by 1994, c. 21, s. 88, ap- 
plicable (by subsec. 88(2)):  - 


(a) to taxation years that end after February 25, 1992: and 


(b) where a corporation so elects by notifying Revenue Canada 
in writing before the end of December 1994, to its 1991 and 
subsequent taxation years; and where such an election is made, 
notwithstanding subsecs. 152(4) to (5), such assessments and 
determinations in respect of any taxation year shall be made to 
the corporation’s taxation years ending before February 26, 
1992 as are consequential on the election. 


That subpara. formerly read: 


(i) that proportion of its taxable capital for the year that its 
Canadian reserve liabilities at the end of the year is of its total 
reserve liabilities at the end of the year, and 


S. 190.11 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 158, 
applicable to taxation years ending after February 20, 1990. S. 
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190.11 formerly read: 


190.11 Taxable capital employed in Canada — For the 
purposes of this Part, the taxable capital employed in Canada 
of a corporation for a taxation year is that proportion of its 
taxable capital for the year that its Canadian assets for the 
year are of its total assets for the year. 
Definitions [s. 190.11]: “amount” — 181(3), 190(2), 248(1); 
“Canadian assets” — 190(1.1), Reg. 8602, 8603(a); “Canadian re- 
serve liabilities” — 190(1.1), Reg. 2405(3), Reg. 8602, Reg. 
8603(b); “capital allowance” — 190.16: “corporation” — 248(1), 
Interpretation Act 35(1); “financial institution” — 190(1); “life in- 
surance corporation” — 248(1); “reserves” — 190(1); “resident in 
Canada” — 250; “taxable capital” — 190.12; “taxation year” — 
249; “total assets” — 190(1.1), Reg. 8602, Reg. 8603(a); “total re- 
serve liabilities” — 190(1.1), Reg. 2405(3), Reg. 8602, Reg. 
8603(b). 
Regulations: 8605 (prescribed amounts for 190.11(b)G)(B), (C) 
and (E)). 


190.12 Taxable capital — For the purposes of this 
Part, the taxable capital of a corporation for a taxa- 
tion year is the amount, if any, by which its capital 
for the year exceeds the total determined under sec- 
tion 190.14 in respect of its investments for the year 
in financial institutions related to it. 

Selected Cases [s. 190.12]: National Trust Co. v. Canada, 


[1997] 1 C.T.C. 2549 (TCC) (Line-by-line analysis of book reserves 
required). 


Definitions [s. 190.12]: “amount” — 181(3), 190(2), 248(1); 
“capital” — 190.13; “corporation” — 248(1), Interpretation Act 
35(1); “financial institution” — 190(1); “investments in financial 
institutions” — 190.14; “taxation year” — 249. 


190.13 Capital — For the purposes of this Part, the 
capital of a financial institution for a taxation year is, 


(a) in the case of a financial institution other than 
a life insurance corporation, the amount, if any, 
by which the total at the end of the year of 


(i) the amount of its long-term debt, 


(ii) the amount of its capital stock (or, in the 
case of an institution incorporated without 
share capital, the amount of its members’ con- 
tributions), retained earnings, contributed sur- 
plus and any other surpluses, and 


(iii) the amount of its reserves, except to the 
extent that they were deducted in computing 
its income under Part I for the year, 


exceeds the total at the end of the year of 


(iv) the amount of its deferred tax debit bal- 
ance, and 


(v) the amount of any deficit deducted in com- 

puting its shareholders’ equity; 
(b) in the case of a life insurance corporation that 
was resident in Canada at any time in the year, 
the amount, if any, by which the total at the end 
of the year of 

(i) the amount of its long-term debt, and 


(ii) the amount of its capital stock (or, in the 
case of an insurance corporation incorporated 
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without share capital, the amount of its mem- 
bers’ contributions), retained’ earnings, con- 
tributed surplus and any other surpluses 


exceeds the total at the end of the year of 


(iii) the amount of its deferred tax debit bal- 
ance, and 
~(iv) the amount of any deficit deducted in 
_ computing its shareholders’ equity; and 
(c) in the case of a life insurance corporation that 
was non-resident throughout the year, the total at 
the end of the year, of 


(i) the greater of its surplus funds derived 
from operations (within the meaning assigned 
by subsection 138(12)), computed as if no tax 
were payable by it under Part 1.3 or this Part 
for the year, and its attributed surplus for the 
year, di | | 


(ii) any other surpluses relating to its insur- 
ance businesses carried on in Canada, 


(iii) the amount of its long-term debt that can 
reasonably be regarded as relating to its insur- 
ance businesses carried on in Canada, and 


(iv) the amount, if any, by which 


(A) the amount of its reserves for the year 
(other than its reserves in respect of 
amounts payable out of segregated funds) 
that can reasonably be regarded as having 
been established in respect of its insurance 
businesses carried on in Canada 


exceeds the total of 


(B) all amounts each of which. is the 
amount of a reserve (other than a reserve 
described in subparagraph 138(3)(a)(1)), to 
the extent that it is included in the amount 
determined under clause (A) :and-is de- 
ducted in computing its income under Part 
I for the year, 


(C) all amounts each of which is the 
amount of a reserve described in subpara- 
graph 138(3)(a)(i), to. the extent that it is 
included in the amount determined under 
clause (A) and is deductible under subpar- 
agraph 138(3)(a)G@) in computing its in- 
come under Part I for the year, and 
(D) all amounts each.of which. is. the 
amount outstanding (including any interest 
accrued. thereon) at the end of the year in 
respect of a policy loan (within the mean- 
ing assigned by subsection 138(12)) made 
by the corporation, to the extent that it is 
deducted in computing the amount deter- 
mined under clause (C). : 
History: The opening words of para. 190.13(a) substituted by 


1994, c. 21, subsec. 89(1), applicable to 1992 et seg. The opening 
words of that para. formerly read: 


(a) in the case of a financial institution other than a life insur- 
ance corporation, the amount, if any, by which the total, com- 
puted at the end of the year on a non-consolidated basis, of 


All that portion of para. 190.13(a) between subparas. (ii) and (iv) 
substituted by 1994, c. 21, subsec. 89(2), applicable to 1992 et seq. 
That portion of the para. formerly read: 


(iii) the amount of its provisions or reserves (including, 
for greater certainty, any provision or reserve in respect 
of deferred taxes), except to the extent that they are de- 
ducted in computing its income under Part I for the year, 


exceeds the total so computed of 


The opening words of para. 190.13(b) substituted by 1994, c. 21, 
subsec. 89(3), applicable to 1992 et seq. The opening words of that 
para. formerly read: 


(b) in the case of a life insurance corporation that was resi- 
dent in Canada at any time in the year, the amount, if any, by 
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which the total, computed at the end of the year on a non- 
consolidated basis, of 


That portion of para. 190.13(b) between subparas. (ii) and (iii) sub- 
stituted by 1994, c. 21, subsec. 89(4), applicable to 1992 et seq. 
That portion of the para. formerly read: 


exceeds the total so computed of 


All that portion of para. 190.13(c) preceding subpara. (ii) substi- 
tuted by 1994, c, 21, subsec. 89(5), applicable to 1992 et seg. That 
portion of the para. formerly read: 


(c) in the case of a life insurance corporation that was non- 
resident throughout the year, the total, computed at the end of 
the year on a non-consolidated basis, of 
(i) the greater of its surplus funds derived from opera- 
tions (within the meaning assigned by subsection 
138(12)) and its attributed surplus for the year, 
S. 190.13 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 159, 
applicable to taxation years ending after February 20, 1990. S. 
190.13 formerly read: 


190.13 Capital — For the purposes of this Part, the capital of 
a corporation for a taxation year is the amount, if any, by 
which the total, computed at the end of the year on a non- 
consolidated basis, of 


(a) the amount of its long-term debt, 


(b) the amount of its capital stock (or, in the case of a 
corporation incorporated without share capital, the 
amount of its members’ contributions), retained earnings, 
contributed surplus and any other surpluses, and 


(c) the amount of its provisions or reserves (including, 
for greater certainty, any reserve or provision in respect 
of deferred taxes), except to the extent that they were de- 
ducted in computing its income under Part I for the year, 


exceeds the total of 
(d) the amount of its deferred tax debit balance, and 


(e) the amount of any deficit deducted in computing its 

shareholders’ equity at the end of the year. 
Definitions [s. 190.13]: “amount” — 181(3), 190(2), 248(1); “at- 
tributed surplus” — 190(2), Reg. 2405(3), 8602, 8603(b); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “financial institution” — 
190(1); “insurance corporation”, “life insurance corporation” — 
248(1); “long-term debt”, “reserves” — 190(1); “taxation year” — 
249. 


190.14 Investment in related institutions — A 
corporation’s investments’ for a taxation year in a fi- 
nancial institution related to it is, 


(a) in the case of a corporation that was resident 
in Canada at any time in the year, the total of 


(1) all amounts each of which is the carrying 
value at the end of the year of 


(A) any share of the capital stock of the fi- 
nancial institution, or 


(B) any long-term debt of the financial 
institution 


that is owned by the corporation at the end of 
the year (and, where the corporation is a life 
insurance corporation, that is non-segregated 
property within the meaning assigned by sub- 
section 138(12)), and 


“Sic. Should be “investment”. 
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(ii) the amount of any surplus of the financial 
institution contributed by the corporation, 
other than an amount included under subpara- 
graph (i); and 
(b) in the case of a life insurance corporation that 
was non-resident throughout the year, the total 
that would, if the corporation were resident in 
Canada in the year, be determined under para- 
graph (a) in respect of the corporation for the 
year in respect of shares and long-term debt of 
the financial institution that were used by the cor- 
poration in, or held by it in the year in the course 
of, carrying on an insurance business in Canada 
and in respect of surplus of the financial institu- 
tion contributed. by the corporation. 


Related Provisions: 190.15(6) — Related financial institution. 


History: All that portion of subpara. 190.14(a)(i) preceding cl. (B) 
substituted by 1994, c. 21, s. 90, applicable to 1992 et seq. That 
portion of the subpara. formerly read: 


(i) the cost to it, that would be shown on its balance sheet at 
the end of the year if its balance sheet were prepared on a 
non-consolidated basis, of 


(A) any share of the capital stock of the financial institu- 
tion, and 


S. 190.14 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 159, 
applicable to taxation years ending after February 20, 1990. S. 
190.14 formerly read: 


190.14 Investment in related institutions — A corpora- 
tion’s investments for a taxation year in a financial institution 
related to it is the total of 


(a) the cost to it, which would be shown on its balance 
sheet at the end of the year if its balance sheet were pre- 
pared on a non-consolidated basis, of 


(i) any share of the capital stock of the financial in- 
stitution, and 


(ii) any long-term debt of the financial institution 
owned by the corporation at the end of the year, and 


(b) the amount of any surplus of the institution at the end 

of the year contributed by the corporation, other than an: 

amount included under paragraph (a). 
Definitions [s. 190.14]: “amount” — 181(3), 190(2), 248(1); 
“carrying value” — 181(3), 190(2); “corporation” — 248(1), Inter- 
pretation Act 35(1); “financial institution” — 190(1); “life insur- 
ance corporation” — 248(1); “long-term debt” — 190(1); “re- 
lated” — 190.15(6), 251; “resident in Canada” — 250; “share” — 
248(1); “taxation year” — 249, 


190.15 (1) Capital deduction — For the purposes 
of this Part, the capital deduction of a corporation for 
a taxation year during which it was at any time a fi- 
nancial institution is the total of $200,000,000 and 
the lesser of 


(a) $20,000,000, and 


(b) '/s of the amount, if any, by which its taxable 
capital employed in Canada for the year exceeds 
$200,000,000, 


unless the corporation was related to another finan- 
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cial institution at the end of the year, in which case, 
subject to subsection ), its re deduction for the 
year is nil. 


(2) Related financial institution — A corpora- 
tion that is a financial institution at any time during a 
taxation year and that was related to another finan- 
cial institution at the end of the year may file with 
the Minister an agreement in prescribed form on be- 
half.of the related group of which the corporation is 
a member under which an amount that does not ex- 
ceed the total of $200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) '/s of the amount, if any, by which the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a financial institution for 
the year that is a member of the related group, 
exceeds $200,000,000 


is allocated among the members of the related group 
for the taxation year. 


Related Provisions: 190.15(6) — Where corporations deemed 
not related. 


Forms: T2045: Agreement among related financial institutions. 


(3) idem — The Minister may request a corporation 
that is a financial institution at any time during a tax- 
ation year and that was related to any other financial 
institution at the end of the year to file with the Min- 
ister an agreement referred to in subsection (2) and, 
if the corporation does not: file such an agreement 
within 30 days after receiving the request, the Minis- 
ter may allocate an amount among the members of 
the related group of which the corporation is a mem- 
ber for the year not exceeding the total of 
$200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) /s of the amount, if any, by which the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a financial institution for 
the year that is a member of the related group, 
exceeds $200,000,000. 


History: Paras. 190.15(1)(b), (2)(b), (3)(b) substituted by 1994, c. 
7, Sch. II (1991, c. 49), subsecs. 160(1)-(3), applicable to 1990 et 
seq. Those paras. formerly read: 


(b) ¥s of the amount, if any, by which the amount that would 
be the corporation’s taxable capital for the year if its capital 
deduction for the year were nil exceeds $200,000,000, 


(b) /s of the amount, if any, by which the total of all amounts, 
each of which is the amount that would be the taxable capital 
of a financial institution that is a member of the related group 
if its capital deduction for the year were nil, exceeds 
$200,000,000 


(b) /s of the amount if any, by which the total of all amounts, 
each of which is the amount that would be the taxable capital 
of a financial institution that is a member of the related group 
if its capital deduction for the year were nil, exceeds 
$200,000,000. 


(4) idem — For the purposes of this Part, the least 


S. 190.15(6) 


amount allocated for a taxation year to each member 
of a related group under an agreement described in 
subsection (2) or by the Minister pursuant to subsec- 
tion (3) is the capital deduction for the taxation year 
of that member, but, if no such allocation is made, 
the capital deduction of each member of the related 
group for that year is nil. 


(5) Idem — Where a corporation (in this subsection 
referred to as the “first corporation’’) has more than 
one taxation year ending in the same calendar year 
and is related in 2 or more of those taxation years to 
another corporation that has a taxation year ending in 
that calendar year, the capital deduction of the first 
corporation for each such taxation year at the end of 
which it is related to the other corporation is, for the 
purposes of this Part, an amount equal to its capital 
deduction for the first such taxation year. 

Related Provisions: 190.16(5) — Rule in 190.15(5) applies to 


allocation of capital allowance; 190.17(5) — Rule in 190.15(5) ap- 
plies to allocation of enhanced capital deduction. 


(6) ldem — Two corporations that: would, but for 
this subsection, ie related to each other solely be- 
cause of 


(a) the control of any corporation by Her Majesty 
_ in right of Canada or a province, or 


(b) a night referred to in paragraph 251(5)(b), 


shall, for the purposes of this section and section 
190.14, be deemed not-to be related to each other ex- 
cept that, where at any time a taxpayer has a right 
referred to in paragraph 251(5)(b) with respect to 
shares and it can reasonably be considered that one 
of the main purposes of the acquisition of the right 
was to avoid any limitation on the amount of a cor- 
poration’s capital deduction for a taxation year, for 
the purpose of determining whether a corporation is 
related to any other corporation, the corporations 


shall, for the purposes of this section, be deemed to 
be in the same position in relation to each other as if 
the taxpayer owned the shares. 
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Related Provisions: 190.16(5) — Rule in 190.15(6) applies to 
allocation of capital allowance; 190.17(5) — Rule in 190.15(6) ap- 
plies to allocation of enhanced capital deduction. 


History: Subsec. 190.15(6) added by 1994, c, 7, Sch. VIII (1993, c. 
24), s. 112, applicable to 1989 et seq. 


Pre-RSC History [ss. 190.1-190.15]: Ss. 190.1 to 190.15 sub- 
stituted for ss. 190.1 to 190.18 by 1990, c. 39, s. 50, applicable to 
1990 et seq. Ss. 190.1 to 190.18 formerly read: 


Calculation of Capital Tax 


190.1 (1) Tax payable — Every corporation that is a finan- 
cial institution at any time during a taxation year shall pay a 
tax under this Part for the year equal to 1.25% of the amount, 
if any, by which its taxable capital employed in Canada for 
the year exceeds its capital deduction for the year. 


(2) Tax calculated — The tax payable under this Part by a 
corporation for a taxation year is the amount fetermined by 
the formula 


B 
(O01 25 x AX 
365 


where 


A __ is its taxable capital for the year determined under section 
190.11; and 


B_ is the number of days in the year on which it is a finan- 
cial institution. 


190.11 Taxable capital (A) — The taxable capital of a cor- 
poration for a taxation year is the amount determined by the 
formula 


E 
CAD ae MiG» A 
F 


where 


C is its capital for the immediately preceding taxation year 
determined under section 190.12; 


D is the total of its investments for the year in financial in- 
stitutions related to it determined under section 190.13; 


E is its Canadian assets for the year determined under sec- 
tion 190.14; 
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F is its total assets for the year determined under section 
190.15; 


G is its investment allowance for the year determined under 
section 190.16; and 


H__ is its capital deduction for the year determined under sec- 
tion 190.17. 


190.12 Capital (C) — The capital of a corporation for a taxa- 
tion year is, 


(a) in the case of a corporation that is a bank, the amount, 
if any, by which the total, computed at the end of the year 
on a non-consolidated basis, of 


(i) the outstanding long-term debt issued by the bank, 
(ii) its tax-paid appropriations for contingencies, and 


(ili) its capital stock, contributed surplus, general re- 
serve and retained earnings balances that would be 
shown in its statement of changes in shareholders’ 
equity for the year under paragraph 215(3)(d), and 
Schedule N to the Bank Act or paragraph 53(2)(d) 
and Schedule D to the Quebec Savings Banks Act if 
that statement were required to be prepared on a non- 
consolidated basis, 


exceeds any debit balance of its tax allowable appropriations 
for contingencies; and 


(b) in the case of a corporation that is not a bank, the 
total, computed at the end of the year on a non-consoli- 
dated basis, of 


(i) the outstanding long-term debt issued by the 
corporation, 


(ii) its paid-up capital, 


(iii) its retained earnings, contributed surplus and any 
other surplus, and 


(iv) its reserves, other than any reserve of a reasona- 
ble amount for deferred income tax or that is permit- 
ted to be deducted in computing the income of the 
corporation. 


190.13 Investments in related financial institutions — A 
corporation’s investment for a taxation year in a financial in- 
stitution related to it is the total of 


(a) the cost to it, that would be shown on its balance sheet: 
at the end of the immediately preceding taxation year if 
its balance sheet were prepared on a non-consolidated ba- 
sis, of 

(i) any share of the capital stock of the institution, 

and 

(ii) any long-term debt of the institution 
owned by the corporation at the end of that preceding 
taxation year; and 


(b) the amount of any surplus of the institution at the end 
of the immediately preceding taxation year contributed 
by the corporation, other than any amount included under 
paragraph (a). 


190.14 Canadian assets of corporation (E) — The Cana- 
dian assets of a corporation for a taxation year is the amount 
determined by the formula 


l— D +P 


where 


I is the total of the amounts at which the assets of the cor- 
poration (which are required or, if the corporation were a 
bank to which the Bank Act applied, would be required to 
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be reported under subsection 223(1) and; Schedule Q of 
the Bank Act if Schedule Q thereof were prepared on a 
non-consolidated basis) would be shown on its balance 
sheet at the end of its immediately’ preceding taxation 
year if its balance sheet were prepared on a non-consoli- 
dated basis; 


D_ is the total of the corporation’s investments for the year 
in financial institutions related to it determined under 
section 190.13; and 


P is the total of amounts outstanding at the end of the im- 
mediately preceding taxation year on account of deposits 
made by the corporation that are described in paragraph 
(c) of the definition “eligible loan” in subsection 33.1(1). 


190.15 Total assets of corporation (F) — The total assets 
of a. corporation for a taxation year is the amount determined 
by the formula 


tb 
where 


J — is the total of the amounts at: which the assets of the cor- 
poration would be shown on its balance sheet at the end 
of its immediately preceding taxation year if its balance 
sheet were prepared on a non-consolidated basis; and 


D is the total of its investments for the year in financial in- 
stitutions related to it determined under section 190.13. 


190.16 Investment allowance (G) — The investment allow- 
ance of a corporation for a taxation year is the amount deter- 
mined by the formula 


CAD ae 


F 
~ where 


C.. is its capital for the immediately preceding taxation year 
determined under section 190.12; 


D is the total of its investments for the year in financial in- 
stitutions related to it determined under section 190.13; 


K - is the cost to it, that would be shown on its balance sheet 
at the end of its immediately preceding taxation year if its 
balance sheet were prepared on a non-consolidated basis, 
of shares of the capital stock of other corporations resi- 
dent in Canada (other than financial institutions related to 
it at the end of that preceding taxation year) not less than 
20% of the issued share capital (having full voting rights 
under all circumstances) of which is owned by it at the 
end of that preceding taxation year; and 


F. is its total assets for the year determined under section 
190.15. 


190.17 (1) Capital deduction (H) — Subject to subsection 
(4), the capital deduction of a corporation for a taxation year 
during which it was at any time a financial institution is the 
aggregate of $200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) '/s of the amount, if any, by which the amount that 
would be the corporation’s taxable capital for the year if 
its capital deduction for the year were nil exceeds 
$200,000,000, 


unless the corporation was related to another financial institu- 
tion at the end of the immediately preceding taxation year. 


(2) Capital deduction (H) of related group — A corpora- 
tion that is a financial institution at-any time during a taxation 


S. 190.15 


year and that was related to another financial institution at the 
end of the immediately preceding taxation year may file with 
the Minister in prescribed form an agreement on behalf of the 
related group of which the corporation is a member-under 
which an, amount that does not exceed the aggregate of 
$200,000,000 and the lesser of 


(a) $20,000,000,.and 


(b) /s of the amount, if any, by which the aggregate of all 
amounts, each of which is the amount that would be the 
taxable capital of a financial institution that is a member, , 
of the related group if its capital deduction for the year 
were nil, exceeds $200;000,000 ; 


is allocated among the members of the related group for the 
taxation year. 


(3) Allocation by Minister — The Minister may request a 
corporation that is a financial institution at any time during a 
taxation year and that was related to any other financial insti- 
tution at the. end, of the immediately preceding taxation year 
to file with him an agreement referred to in subsection (2) and 
if the corporation does not file such an agreement within 30 
days after receiving the request, the Minister shall allocate an 


amount among the members of the-related group of which the 


corporation is a member for the year not exceeding the aggre- 
gate of $200,000,000 and the.lesser of 


(a) $20,000,000, and 


(b) '/s of the amount, if any, by which the aggregate of all 
amounts, each of which is the amount that would be the 
taxable capital of a financial institution that is a member 
of the telated group if its'capital deduction for the year 
were nil, exceeds $200,000,000. 


(4) Capital deduction of related corporation — The 
amount allocated for a taxation year to each member of a re- 
lated group under an agreement described in subsection (2) or 
by the Minister pursuant to subsection (3) is the capital de- 
duction for the taxation year of that member but, if no such 
allocation is made, the capital deduction of each member of 
the related group for that year is nil. 


Special Rules 


190.18 (1) Calculations for new corporations — For the 
purposes. of calculating the tax payable under this Part by a 
corporation (other than a corporation formed as a result of an 
amalgamation within the meaning assigned by section 87) for 
its first taxation year, any determination or calculation re- 
quired to be made under this Part by reference to the corpora- 
tion’s immediately preceding taxation year shall be made by 
reference to the first taxation year of that corporation. 


(2) Amalgamations — Subject to subsection (3), for the pur- 
poses of calculating the tax payable under this Part by a new 
corporation formed as a result of an amalgamation within the 
meaning assigned by section 87, the new corporation shall be 
deemed to be the same corporation as and a continuation of 
each predecessor corporation. 


(3) Fiscal periods of new corporation — Subsection (2) 
does. not affect the determination of the fiscal, period of the 
new corporation or its predecessor corporations for the pur- 
poses of determining the taxation year of the corporation 
under subsection 249(1). 


Subsec. 190.1(2) substituted by 1988, c. 55, s. 154, applicable to 
1988 et seg. Subsec. 190.1(2) formerly read: 
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(2) Tax (N) calculated — The capital tax payable under this 
Part by a corporation for a taxation year is the amount deter- 
mined by the formula 


S. 190.15 


B 
(Ole AG ase 
365 


where 


A _ is its taxable capital for the year determined under section 
190.11; and 


B is the number of days in the year that are after 1985 and 
before 1988 on which it is a financial institution. 


S. 190.14 substituted by 1988, c. 55, s. 155, applicable to 1988 et 
seq. S. 190.14 formerly read: 


190.14 Canadian assets of a corporation (E) — The Cana- 
dian assets of a corporation for a taxation year is the amount 
determined by the formula 


fea) 
where 


I is the total of the amounts at which the assets of the cor- 
poration (which are required or, if the corporation were a 
bank to which the Bank Act applied, would be required to 
be reported under subsection 223(1) and Schedule Q to 
the Bank Act if Schedule Q thereof were prepared on a 
non-consolidated basis) would be shown on its balance 
sheet at the end of its immediately preceding taxation 
year if its balance sheet were prepared on a non-consoli- 
dated basis; and 


D is the total of its investments for the year in financial in- 
stitutions related to it determined under section 190.13. 


Subsecs. 190.17(1) to (3) substituted by 1988, c. 55, s. 156, applica- 
ble to 1988 et seg.. For a taxation year commencing before 1988 
and ending after 1987, there shall be added in determining a corpo- 
ration’s capital deduction under section 190.17 that proportion of 
the amount, if any, by which 


(a) the amount that would, but for this subsection, be the taxa- 
ble capital of the corporation for the year 


exceeds 
(b) 80% of the amount, if any, by which 


(i) the amount that would be the taxable capital of the cor- 
poration for the year if its capital deduction for the year 
were nil 


exceeds 


(ii) where the corporation was not related to another finan- 
cial institution at the end of the immediately preceding tax- 
ation year, $300,000,000, and 


(ii1) in any other case, that proportion of $300,000,000 that 


(A) the amount that would, but for this subsection, be 
the capital deduction of the corporation for the year 


is of > 
(B) the aggregate of all amounts each of which is the 
amount that would, but for this subsection, be the capi- 
tal deduction for the year of the corporation or another 
financial institution to which the corporation was re- 
lated at the end of the immediately preceding taxation 
year 


that 
(c) the number of days in the year that are before 1988 
is of 
(d) the number of days in the year. 
Subsecs. 190.17(1) to (3) formerly read: 
190.17 (1) Capital deduction (H) — Subject to subsection 
(4), the capital deduction of a corporation for a taxation year 


during which it was at any time a financial institution is 
$300,000,000, unless the corporation was related to another 
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financial institution at the end of the immediately preceding 
taxation year. 


(2) Capital deduction (H) of related group — A corpora- 
tion that is a financial institution at any time during a taxation 
year and that was related to another financial institution at the 
end of the immediately preceding taxation year may file with 
the Minister in prescribed form an agreement on behalf of the 
related group of which it is a member under which an amount 
that does not exceed $300,000,000 is allocated among the 
members of the related group for the taxation year. 


(3) Allocation of capital deduction by Minister — The 
Minister may request a corporation that is a financial institu- 
tion at any time during a taxation year and that was related to 
any other financial institution at the end of the immediately 
preceding taxation year to file with him an agreement referred 
to in subsection (2) and if the corporation does not file such 
an agreement within 30 days after receiving the request, the 
Minister shall allocate an amount not exceeding 
$300,000,000 among the members of the related group for the 
taxation year. 


Definitions [s. 190.15]: “amount” — 181(3), 190(2), 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “financial institu- 
tion” — 190(1); “Minister” — 248(1); “related” — 190.15(6), 251: 
“related group” — 251(4); “taxation year” — 249. 


190.16 (1) Capital allowance — For the purposes 

of this Part, the capital allowance for a taxation year 

of a life insurance corporation that carries on busi- 

ness in Canada at any time in the year is the total of 
(a) $10,000,000, 


(b) '/2 of the amount, if any, by which the lesser 
of 


(i) $50,000,000, and 


(ii) its taxable capital employed in Canada for 
the year 


exceeds $10,000,000, 
te /4 of the amount, if any, by which the lesser 
O 
(i) $100,000,000, and 
(ii) its taxable capital employed in Canada for 
the year 
exceeds $50,000,000, 


(d) ‘2 of the amount, if any, by which the lesser 
of 


(i) $300,000,000, and 


(ii) its taxable capital employed in Canada for 
the year 


exceeds $200,000,000, and 


(e) 4 of the amount, if any, by which its taxable 
capital employed in Canada for the year exceeds 
$300,000,000, 


unless the corporation is related at the end of the 
year to another life insurance corporation that carries 
on business in Canada, in which case, subject to sub- 
section (4), its capital allowance for the year is nil. 


(2) Related life insurance corporation — A life 
insurance corporation that carries on business in 
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Canada at any time in a taxation year and that is re- 
lated at the end of the year to another life insurance 
corporation that carries on business in Canada may 
file with the Minister an agreement, in prescribed 
form on behalf of the related group of life insurance 
corporations of which.the corporation is a member, 
under which an amount that does not exceed the total 
of 


(a) $10,000,000, 


of 
(i) $50,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $10,000,000, 


(c) Y4 of the amount, if any, by which the lesser 
of 1/42 


(i) $100,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


‘exceeds $50,000,000, 


(d) 2 of the amount, if any, by which the lesser 
of 


(i) $300,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $200,000,000, and 


(e): 3/4 of the amount, if any, by which:the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a life insurance corpora- 
tion for the year that isa member of the related 
group, exceeds $300,000,000 


is allocated among the members of that related group 
for the year. 


Forms: T2045(A): Agreement among related life insurance 
corporations. 


(3) Idem — The Minister may request a life insur- 
ance corporation that carries on business in Canada 
at any time in a taxation year and that, at the end of 
the year, is related to any other life insurance corpo- 
ration that carries. on business in Canada to file with 
the Minister an agreement referred. to in subsection 
(2) and, if the corporation does not file such an 
agreement within 30 days after receiving the request, 
the Minister may allocate among the members of the 
related group of life insurance corporations of which 
the corporation is a member for the year an amount 
not exceeding the total of 


(a) $10,000,000, 


(b) '/2° of the amount, if any, by which the lesser’ 
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(b) '2 of the amount, if any, by which the lesser 
ofsrin< 


(i) $50,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
‘member of the related group, 


exceeds $10,000,000, 


(c) 4 of the amount, if any, by which the lesser 
of 


(i) $100,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $50,000,000, 


(d) '» of the amount, if any, by which the lesser 
of 


(i) $300,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada ofa 
life insurance corporation for the year that a isa 
member of the related group, 


exceeds $200,000,000, and 


(e) 3/4 of the amount, if any, by which the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a life insurance corpora- 

»s'tion for the year that is a member of the related 
group, exceeds $300,000,000: 


(4). ldem — For the purposes of this Part, the least 
amount allocated for a taxation year to a member of 
a related group under an agreement described in sub- 
section (2) or by the Minister under subsection (3) is 
the capital allowance for that year of the member. 


(5) Provisions applicable to Part — Subsections 
190.15(5) and (6) apply to this section with such 
modifications as the circumstances require. 


History: S. 190.16 added by 1994, c. 21, s. 91, applicable 
(a) to taxation years ending after February 25, 1992; and 


(b) where a corporation elects under para. 88(2)(b) of 1994, c. 

21 [see under subpara. 190.11(b)() above], to its 1991 and sub- 

sequent taxation years; and, notwithstanding subsecs. 152(4) to 

(5), such assessments and determinations shall be made as are 

consequential on the application of s. 190.16 to the corpora- 

tion’s taxation years ending before February 26, 1992. 
Definitions [s. 190.16]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “carrying on business in Canada” — 253; “life insur- 
ance corporation’, “Minister”, “prescribed” — 248(1); “related” — 
251(2); “related group” — 251(4); “taxable capital employed in 
Canada” — 190.11; “taxation year” — 249, 


190.17 (1) Enhanced capital deduction — For 
the purpose of subsection 190.1(1.2), the enhanced 
capital deduction of a corporation for a taxation year 
is $400,000,000, unless the corporation was related 
to a financial institution (other than a life insurance 
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corporation) at the end of the year, in which case, 
subject to subsection (4), the corporation’s enhanced 
capital deduction for the year is nil. 

Related Provisions: 190.1(1.2) — Additional tax payable by de- 


posit-taking institutions; 190.17(2)-(4) — Allocation of deduction 
among related institutions. 


(2) Related financial institution — A corpora- 
tion that is a financial institution at any time in a tax- 
ation year and that is related to another financial in- 
stitution (other than a life insurance corporation) at 
the end of the year may file with the Minister an 
agreement in prescribed form on behalf of the related 
group of which the corporation is a member under 
which an amount that does not exceed $400,000,000 
is allocated among the members of the group for the 
year. 


(3) Minister’s powers — The Minister may re- 
quest a corporation that is a financial institution at 
any time in a taxation year and that is related to any 
other financial institution (other than a life insurance 
corporation) at the end of the year to file with the 
Minister an agreement referred to in subsection (2) 
and, if the corporation does not file such an agree- 
ment within 30 days after receiving the request, the 
Minister may allocate an amount that does not ex- 
ceed $400,000,000 among the members of the re- 
lated group of which the corporation is a member for 
the year. 


(4) Least amount allocated — The least amount 
allocated for a taxation year to a member of a related 
group under an agreement. described in subsection 
(2) or by the Minister under subsection (3) is the en- 
hanced capital deduction for the taxation year of the 
member, but, if no such allocation is made,. the en- 
hanced capital deduction of the member for the year 
is nil. 

(5) Provisions applicable to Part — Subsections 
190.15(5) and (6) apply to this section with such 
modifications as the circumstances require. 


History: S. 190.17 added by 1996, c. 21, s. 50, applicable to taxa- 
tion years that end after February 27, 1995. 


190.19 [Repealed under former Act] 


Pre-RSC History: S. 190.19 repealed by 1988, c. 55, s. 157, 
applicable with respect to transactions entered into on or after Sep- 
tember 13, 1988, other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec, 248(10), commencing 
before September 13, 1988 and completed before 1989; or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April. 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


S. 190.19 formerly read: 


190.19 Artificial reduction of capital tax — Where it may 
reasonably be considered that one of the main purposes of a 
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transaction or series of transactions is to reduce unduly or ar- 
tificially the capital tax payable under this Part by a corpora- 
tion, the tax payable under this Part by the corporation shall 
be calculated without reference to that transaction or series of 
transactions. 


Administrative Provisions 


190.2 Return — A corporation that is or would, but 
for subsection 190.1(3), be liable to pay tax under 
this Part for a taxation year shall file with the Minis- 
ter, not later than the day on or before which the cor- 
poration is required by section 150 to file its return 
of income for the year under Part I, a return of capi- 
tal for the year in prescribed form containing an esti- 
mate of the tax payable under this Part by it for the 
year. 


Related Provisions: 150.1(5) — Electronic filing; 235 — Pen- 
alty for late filing of return even where no balance owing. 


History: S. 190.2 amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
113, applicable to 1991 et seg. S. 190.2 formerly read: 


190.2 Return — A corporation liable to pay a tax under this 
Part for a taxation year shall file with the Minister, not later 
than the day on or before which the corporation is required by 
section 150 to file its return of income for the year under Part 
I, a return of capital for that year in prescribed form contain- 
ing an estimate of the tax payable by it for the year. 


Definitions [s. 190.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “Minister”, “prescribed” — 248(1); “tax payable” — 
248(2); “taxation year” — 249. 

Forms [s. 190.2]: T921: Calculation of unused Part VI tax credit 


and unused Part I tax credit; T2044: Part VI tax return — tax on 
capital of financial institutions. 


190.21, Provisions applicable to Part — Sec- 
tions 152, 158 and 159, subsection 161(11), sections 
162 to 167 and Division J of Part I apply to this Part 
with such modifications as the circumstances require 
and, for the purpose of this section, paragraph 
152(6)(a) shall be read as follows: 


“(a) a deduction under subsection 190.1(3) in 
respect of any unused surtax credit or unused 
Part I tax credit (within the meanings assigned 
by subsection 190.1(5)) for a subsequent taxa- 
tion year,”’. 
History: S. 190.21 substituted for ss. 190.21 to 190.24 by 1994, c. 
7, Sch. VII (1993, c. 24), s. 114, applicable to 1992 et seq.; and in 


its application to the 1991 taxation year, s. 190.24 shall be read as 
follows: 


190.24 Provisions applicable to Part — Section 152, sub- 
section 157(2.1), sections 158 and 159, subsection 161(2.1), 
(2.2), (7) and (11), sections 162 to 167 and Division J of Part 
I apply to this Part with such modifications as the circum- 
stances require and, for the purpose of this section, paragraph 
152(6)(a) shall be read as follows: 


(a) a deduction under subsection 190.1(3) in respect of 
any unused Part I tax credit (within the meaning assigned 
by subsection 190.1(5)) for a subsequent taxation year, 


Ss. 190.21 to 190.24 formerly read: 


190.21 Payment of tax — Every corporation liable to pay 
tax under this Part for a taxation year shall pay to the Re- 
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ceiver General in respect of the year 
(a) either 


(i) on or before the last day of each month in the 
year, /2 of the amount estimated by it to be its tax 
payable under) this Part for the year, 


(ii) on or before the last day of each month in the 
year, '/i2 of its first instalment base for the year, or 


(iii) on or before the last day of each of the first two 
months in the year, '/i2 of its second instalment base 
for the year, and on or before the last day of each of 
the following months in the year, io of the amount 
by which its first: instalment base for the year ex- 
ceeds Ys of its second instalment base for the year; 
and . 


(b) on or before the end of the second month following 
the end of.the year, the remainder of its tax payable under 
this Part for the year. 


190.22 Instalment bases — For the purposes of section 
190.21, 


(a) the first instalment base of a corporation for a particu- 
lar taxation year is the product obtained when the tax 
payable under this Part by the corporation for its taxation 
year immediately preceding the particular year is multi- 
plied by the ratio that 365 is of the number of days} in that 
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in addition to the interest payable under subsection (1), inter- 
est at a prescribed rate on the amount that it failed to pay, 
computed from the day on or before which the amount was 
required to be paid to the earlier of the day of payment and 
the beginning of the period in respect of which the corpora- 
tion is required to pay interest thereon under that subsection. 


(3) Limitation on instalments — For the purposes of subsec- 
tion (2), where a corporation is required to pay an instalment 
of tax for a taxation year computed by reference to a method 
described in section 190.21, the corporation shall be deemed 
to have been liable to pay an instalment computed by refer- 
ence to 


(a) its tax payable under this Part for the year, 
(b) its first instalment base for the year, or 


(c) its second instalment base for the year and its first 
instalment base for the year, 


whichever method gives rise to the least amount required to 
be paid by the corporation on or before the days referred to in 
subparagraphs 190.21(a)(i) to (iii). 


190.24 Provisions applicable to Part — Section 152, sub- 
section 157(2.1), sections 158 and 159, subsections 161(2.1), 
(2.2) and (11), sections 162 to 167 and Division J of Part I are 
applicable to this Part with such modifications as the circum- 
stances require. 


preceding year, and Para. 161(1)(a) of 1994, c. 7, Sch. If (1991, c. 49) provides that in 


its application to taxation years commencing before July 1990 of 


(b) the second instalment base of a corporation for a par- 
corporations described in para. (d) or (e) of the definition “financial 


ticular taxation year is the amount of the first instalment 


base of the corporation for its taxation year immediately 
preceding the particular year, 


but where a particular taxation year of a corporation that was 
formed as a result of an amalgamation or merger is its first 
taxation year ending after the amalgamation or merger, as the 
case may be, 


(c) its first instalment. base for the particular year is the 
total of all amounts each of whichis the product obtained 
when the tax payable under this Part by a corporation, 
that entered into the amalgamation or merger, for its last 

“taxation year preceding the amalgamation or merger is 
multiplied by the ratio that 365 is of the number of days 
in that year, and 


institution” in subsec. 190(1), s. 190.21 shall be read as follows: 


(d) its second instalment base for the particular year is 


the total of all amounts each of which is an amount equal 

to the first instalment base of a corporation, that entered 

into the amalgamation or merger, for its last taxation year 
preceding the amalgamation 0 or merger. 


190.23 (1) Interest — Where at any time after the day on or 
before which a corporation is required to pay the remainder 
of its tax payable under this Part for a taxation year,” 


(a) the amount of its tax payable under, this. Part for the 
year j 


exceeds 


(b) the total of all amounts. each of which is an, amount 
paid at or before that time on account of its tax payable 
and applied as at that time by the Minister against the 
corporation’s liability for an amount payable under this 
Part for the year, 


the corporation shall pay to the Receiver General interest at a 
prescribed rate on the excess, computed for the period during 
which that excess is outstanding. 


(2) ldem — Where a corporation that is required by this Part 
to pay an instalment of tax has failed to pay all or any part 
thereof on or before the day on or before which the instalment 
was required to be paid, it shall pay to the Receiver General, 
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190.21 Every corporation liable to pay tax under this Part for 
a taxation year shall pay to the Receiver General i in respect of 
the year 


(a) where the year ended before July 1990, the tax paya- 
ble by it under this Part for the year on or before the later 
of July 31, 1990 and the end of the second month follow- 
ing the end of the year; and 


(b) where the: year ended after June 1990, 
(i) either 
(A) on or before July 31, 1990, an amount equal 
to that proportion of the amount estimated by it 


to be its tax payable under this Part for the year 
that 


(I) the number of days in the year that are 
after February 20, 1990 and before July 
1990 


is of 


(II) the number of days in the year that are 
after February 20, 1990, 


and on or before the last day of each month end- 
ing in the year and after June 1990, an amount 
equal to the amount, if any, by which 


(IID the amount estimated by it to be its tax 
payable under this Part for the year 


exceeds 


(IV) the amount payable by the corporation 
on or before July 31, 1990, as would be de- 
termined under this clause if this clause 
were read without reference to that part 
thereof following subclause (II) thereof 


divided by the number of months ending in the 
year and after June 1990, or 


(B) on or before July 31, 1990, an amount equal 
to that proportion of its first instalment base for 
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the year that 


(I) the number of days in the year that are 
after February 20, 1990 and before July 
1990 


is of 
(If) the number of days in the year, 


and on or before the last day of each month end- 
ing in the year and after June 1990, an amount 
equal to its first instalment base for the year di- 
vided by the number of months in the year, and 


(ii) on or before the end of the second month follow- 
ing the end of the year, the remainder of its tax paya- 
ble under this Part for the year. 


Subsec. 161(2) of 1994, c..7, Sch. II (1991, c. 49) provides that for 
the purposes of s. 190.22, the tax payable under Part VI by a corpo- 
ration described in para. (d) or (e) of the definition “financial insti- 
tution” in subsec. 190(1) shall be deemed to be 


(a) for a taxation year ending before February 21, 1990, the 
amount that would be its tax payable under that Part for the 
year if that Part applied in respect of that year and its capital 
deduction under that Part for that year were its capital deduction 
under that Part for its first taxation year ending after February 
20, 1990; and 


(b) for its first taxation year ending after February 20, 1990, the 
product obtained when its tax payable under that Part for the 
year is multiplied by the ratio that the number of days in the 
year is of the number of days in the year after February 20, 
1990. 


Para. 161(1)(b) of 1994, c. 7, Sch. II (1991, c. 49) provides that in 
its application to taxation years commencing before July 1990 of 
corporations described in para. (d) or (e) of the definition “financial 
institution” in subsec. 190(1), subsec. 190.23(3) shall be read as 
follows: 


(3) For the purposes of subsection (2), where a corporation is 
required to pay an instalment of tax for a taxation year com- 
puted by reference to a method described in section 190.21, 
the corporation shall be deemed to have been liable to pay an 
instalment computed by reference to 


(a) its tax payable under this Part for the year, or 
(b) its first instalment base for the year, 


whichever method gives rise to the least amount required to 
be paid by the corporation on or before the days referred to in 
clauses 190.21(b)(i)(A) and (B). 


Pre-RSC History: Ss. 190.21-190.24 substituted by 1990, c. 39, s. 
51, applicable to 1990 et seg. (And see 1991, c. 49 History to ss. 
190.21, 190.22, and 190.23 above.) Ss. 190.21-190.24 formerly 
read: 


190.21 Instalments — A corporation liable to pay tax under 
this Part for a taxation year shall pay to the Receiver General 
on or before the last day of each three month period, if any, in 
the year an instalment determined by the formula 


where 
L is the number of months in the taxation year; 


M_ is the tax payable under this Part by the corporation for 
the year; and 


Nis the aggregate of all amounts each of which is the 
amount that would by reason of subsection 157(1) be re- 
quired to be paid by the corporation as an instalment of 
tax payable under Part I for the year on or before the last 
day of a month in the three month period, if such instal- 
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ment were computed by reference to the method de- 
scribed in subsection 161(4.1) that is applicable in re- 
spect of the corporation for the year. 


190.22 Payment of remainder of tax — A corporation shall 
pay on or before the last day of the second month ending after 
the end of a taxation year, the remainder, if any, of the tax 
payable under this Part by the corporation for the year. 


190.23 Interest — Where a corporation is liable to pay tax 
under this Part and has failed to pay all or any part or instal- 
ment thereof on or before the day on or before which the tax 
or instalment, as the case may be, was required to be paid, it 
shall pay to the Receiver General interest at the rate pre- 
scribed for the purposes of section 161 on the amount that it 
failed to pay computed from the day on or before which the 
amount was required to be paid to the day of payment. 


190.24 Provisions applicable to Part — Sections 152, 158 
and 159, subsection 161(11), sections 162 to 167 and Divi- 
sion J of Part I are applicable to this Part with such modifica- 
tions as the circumstances require. 


S. 190.21 substituted by 1988, c. 55, s. 158, applicable to 1988 et 
seq., except that the amount determined under “N” in respect of a 
corporation for the 1988 taxation year shall be deemed to be nil. S. 
190.21 formerly read: 


190.21 Instalments — A corporation liable to pay capital tax 
under this Part for a taxation year shall pay to the Receiver 
General on or before the last day of each three month period, 
if any, in the year an instalment determined by the formula 


iy 


M 
where 


L is the number of months in the taxation year that end af- 
ter 1985, before 1988 and within the three month period; 


M_ is the number of months in the taxation year that end af- 
ter 1985 and before 1988; and 


N _ is the capital tax payable under this Part by it for the year. 


The word “tax” substituted for the words “capital tax” wherever 
“capital tax” appears in subsecs. 190.1(1), 190.18(1), (2) and ss. 
190.19, 190.2, 190.22, 190.23, by 1988, c. 55, s. 195, applicable to 
1988 et seq. Part VI (ss. 190 to 190.24) added by 1986, c. 6, s. 100, 
applicable after May 23, 1985, except that a return of capital under 
the Part is not required to be filed until 30 days after February 13, 
1986. 


Pre-RSC History [former Part Vi]: Former Part VI (ss. 190, 
191) repealed by 1984, c. 45, s. 79, applicable to 1985 et seq. Part 
VI formerly read: 


Part vi— Tax When Corporation 
Becomes a Non-Canadian- 
Controlled Private Corporation 


190. (1) Tax on preferred-rate amount when corporation 
becomes ineligible for small business deduction — 
Where, at any time in a taxation year and after 1971, a corpo- 
ration becomes a private corporation that is controlled di- 
rectly or indirectly in any manner whatever by one or more 
non-resident persons and the private corporation 


(a) was, at any previous time, a Canadian-controlled pri- 
vate corporation, or 


(b) is a new corporation formed by virtue of an’amalga- 
mation within the meaning of subsection 87(1) that oc- 
curred after March 31, 1977, and one or more of the 
predecessor corporations was, at any time prior to the 
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amalgamation, a  Canadian-controlled private 
corporation, 


a tax of 25% is payable by the corporation under this Part for 
the year on its preferred-rate amount at that time. — 


(2) Definitions — In this Part, 


(a) “dividend refund” — “dividend refund” of a corpora- 
tion for a taxation year has the meaning assigned by sub- 
section 129(1); and 


(b) “preferred-rate amount” — “preferred-rate amount” 
of a corporation at any particular time in a taxation year 
means the aggregate of 


(i) its preferred-rate amount, if any, at the end of the 
immediately preceding taxation year, 


(ii) 4 times the amount deductible under section 125 
from the tax otherwise payable by the corporation 
under Part I for the year, and 


(iii) 4/3 of the aggregate of amounts each of which is 
an amount in respect of a taxable dividend received 
by it in the year, after 1971 and before the particular 
time from another corporation controlled directly or 
indirectly in any manner whatever by it, equal to the 
amount so received to the extent that 


(A) payment thereof by the other corporation op- 
erated to reduce the other corporation’s pre- 
ferred-rate amount, and 


(B) the amount so received was not an amount in 
respect of which tax under Part VII of this Act as 
it read on March 31, 1977, was payable by the 
corporation, 


less the aggregate of 


(iv) “4 of the amount, if any, by which the aggregate 
of taxable dividends paid by the corporation in the 
year, and before the particular time, exceeds 4 times 
its dividend refund for the year, and 


(v) all amounts on which tax under this Part has be- 
come payable by the corporation as a result of any 
transaction occurring in the year and before the par- 
ticular time. 


191. (1) Payment of tax by instalments — Every corpora- 
tion by which any tax under this Part is payable for a taxation 
year shall, 


(a) on or before the day on or before which it is required 
to file its return of income under Part I for the year, 


(i) file a return for the year under this Part in pre- 
scribed form, and 


(ii) pay to the Receiver General '/s of the tax under 
this Part payable by it for the year; and 


(b) on or before the day on or before which it is required 
to file its return of income under Part I for each of the 4 
immediately following taxation years, pay to the Re- 
ceiver General '/s of the tax under this Part payable by it 
for the year. 


(2) Interest — Where a corporation by which any tax under 
this Part is payable for a taxation year has failed to pay all or 
any part of any instalment thereof on the day on or before 
which it was required to pay that instalment, it shall, on pay- 
ment of the amount in default, pay interest at a prescribed rate 
per annum from the day on:or before which it was required to 
make the payment to the day of payment. 


(3) Provisions applicable to Part — Sections 151, 152 and 
162 to 167, and Division J of Part I are applicable mutatis 
mutandis to. this Part. . 


“Receiver General” substituted for Pe et re General. of Canada”’ 
by 1980-81-82-83, c. 48, s. 115. 


Subsec. 190(1) substituted by 1977-78, c. 1, subsec. 87(1), applica- 
ble to taxation years ending after March 31, 1977. Subsec. 190(1) 
formerly read: fart 


190. (1) Where at any time in a taxation year and after 1971 a 
corporation that was, at a previous time, a Canadian-con- 
trolled private corporation becomes a private corporation that 
is controlled directly or indirectly in any manner whatever by 
one or more non-resident persons, a tax of 25% is payable by 
the corporation under this Part for the year on its preferred- 
rate amount at that time 


Cl. 190(2)(b)(iii)(B), subpara. 190(2)(b)Gv) substituted by 1977-78, 
c.1, subsecs. 87(2), (3), applicable, as to clause 190(2)(b)(iii)(B), af- 
ter March 31, 1977, and, as to subpara. 190(2)(b)(iv), to 1978 et 
seq., except that where a corporation has a 1978 taxation year part 
of which is before 1978 and part of which is after 1977, the amount 
determined under subpara. 190(2)(b)(iv) for its 1978 taxation year is 
‘/, of the amount that is the aggregate of 


(a) the amount, if any, by which the amount of taxable divi- 
dends paid by the corporation in the year and before 1978 ex- 
ceeds 3 times its dividend refund (within the meaning assigned 
by subsec. 129(1)) for the year, and 


(b) the amount, if any, by which the amount of taxable divi- 
dends paid by the corporation in the year and after 1977 ex- 
ceeds 4 times the amount, if any, by which its dividend refund 
(within the meaning assigned by subsec. 129(1)) for the year 
exceeds '/3 of the amount of taxable dividends paid by the cor- 
poration in the year and before 1978. 


Cl. 190(2)(b)Gii)(B), subpara. 90(2)(b)(Giv) formerly read: 


(B) the amount so received was not an amount in respect 
of which tax under Part VII was payable by the 
corporation, 


(iv) */s of the amount, if any, by which the aggregate of taxa- 
ble dividends paid by the corporation in the year, after 1971 
and before the particular time exceeds 3 times its dividend 
refund for the year, and 


S. 190 substituted by 1973-74, c. 14, s. 61, applicable to 1972 et 
seq. 
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Part Vi.1 — Tax on 
Corporations Paying 
Dividends on Taxable 

Preferred Shares 


191. (1) Definitions — In this Part, 


“excluded dividend” means a dividend 


(a) paid by a corporation to a shareholder that had 
a substantial interest in the corporation at the time 
the dividend was paid, 


(b) paid by a corporation that was a financial in- 
termediary corporation or a private holding cor- 
poration at the time the dividend was paid, 


(c) paid by a particular corporation that would, 
but for paragraphs (h) and (i) of the definition “fi- 
nancial intermediary corporation” in this subsec- 
tion, have been a financial intermediary corpora- 
tion at the time the dividend was paid, except 
where the dividend was paid to a controlling cor- 
poration in respect of the particular corporation 
or to a specified person (within the meaning as- 
signed by paragraph (h) of the definition “taxable 
preferred share” in subsection 248(1)) in relation 
to such a controlling corporation, 


(d) paid by a mortgage investment corporation, or 


(e) that is a capital gains dividend within the 
meaning assigned by subsection 131(1); 
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of the fair market value of all of the issued and 
outstanding shares of the capital stock of the cor- 
poration (those fair market values being deter- 
mined without regard to any voting rights attach- 
ing to those shares), or 


(i) any particular corporation in which another 
corporation (other than a financial intermediary 
corporation or a private holding corporation) has 
a substantial interest unless the other corporation 
and specified persons (within the meaning as- 
signed by paragraph (h) of the definition ‘“‘taxable 
preferred share” in subsection 248(1)) in relation 
to the other corporation do not own in the aggre- 
gate shares of the capital stock of the particular 
corporation having a fair market value of more 
than 10% of the fair market value of all of the 
issued and outstanding shares of the capital stock 
of the particular corporation (those fair market 
values being determined without regard to any 
voting rights attaching to those shares); 


Regulations: 6700 (prescribed venture capital corporation); 6701 
(prescribed labour-sponsored venture capital corporation). 


“private holding corporation” means a private cor- 
poration the only undertaking of which is the invest- 
ing of its funds, but does not include 


(a) a specified financial institution, 


(b) any particular corporation that owns shares of 
another corporation in which it has a substantial 
interest, except where the other corporation 
would, but for that substantial interest, be a finan- 


Related Provisions: 191(4)(d) — Deemed excluded dividend. cial intermediary corporation or a private holding 


“financial intermediary corporation’ means a cor- POTROLAHOD 20k 

poration that is (c) any particular corporation in which another 
corporation owns shares and has a substantial in- 
terest, except where the other corporation would, 
but for that substantial interest, be a private hold- 


(a) a corporation described in subparagraph 
(b)(i1) of the definition “retirement savings plan” 


in subsection 146(1), Sts cei ation 


(b) an investment COPOLdtiole, History: Para. (b) of “private holding corporation” in subsec. 
(c) a mortgage investment corporation, 191(1) substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 162, appli- 


(d) a mutual fund corporation cable to 1988 et seq. Para. (b) formerly read: 


(b) any particular corporation that owns shares of another cor- 


(e) a prescribed venture capital corporation, or poration in which it has a substantial interest except where 

(f) a prescribed labour-sponsored venture capital the other corporation is a financial intermediary corporation 

corporation r or a corporation that would, but for such substantial interest, 
> 


be a private holding corporation, or 


but does not include TE 
ey a reecba ote (2) Substantial interest — For the purposes of 
8) ap TP 2 this Part, a shareholder has a substantial interest in a 


(h) a corporation that is controlled by or for the | corporation at any time if the corporation is a taxable 
benefit of one or more corporations (each of | Canadian corporation and 


which is referred to in this subsection as a “con- 
trolling corporation’) other than financial inter- 
mediary corporations or private holding corpora- 
tions unless the controlling corporations and 


(a) the shareholder is related (otherwise than by 
reason of a right referred to in paragraph 
251(5)(b)) to the corporation at that time: or 


specified persons (within the meaning assigned (b) the shareholder owned, at that time, 

by paragraph (h) of the definition “taxable pre- (i) shares of the capital stock of the corpora- 
ferred share” in subsection 248(1)) in relation to tion that would give the shareholder 25% or 
the controlling corporations do not own in the ag- more of the votes that could be cast under all 
gregate shares of the capital stock of the corpora- circumstances at an annual meeting of share- 
tion having a fair market value of more than 10% holders of the corporation, 
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(ii) shares of the capital stock of the corpora- 
tion having a fair market value of 25% or 
more of the fair market value of all the issued 
shares of the capital stock of the corporation, 


and either 


(iii) shares (other than shares that would be 
taxable preferred shares if the definition “‘tax- 
able preferred share” in subsection 248(1) 
were read without reference to subparagraph 
(b)(iv) thereof and if they were issued after 
June 18, 1987 and were not grandfathered 
shares) of the capital stock of the corporation 
having a fair market value of 25% or more of 
the fair market value of all those shares of the 
capital stock of the corporation, or 


(iv) in respect of each class of shares of the 


capital stock of the corporation, shares of that. 


class having a fair market value of 25% or 
more of the fair market value of all the issued 
shares of that class, 


and for the purposes of this paragraph, a share- 
holder shall be deemed to own at any time each 
share of the capital stock of a corporation that is 
owned, otherwise than by reason of this para- 
graph, at that time by a person to whom the 
shareholder is related (otherwise than by reason 
of a right referred to in paragraph 251(5)(b)). 


Related Provisions: 191(3) — Substantial interest. 


(3) Idem — Notwithstanding subsection (2), 


(a) where it can reasonably be considered that the 
principal purpose for a person acquiring an inter- 
est that would, but for this subsection, be a sub- 
stantial interest in a corporation is to avoid or 
limit the application of Part I or [V.1 or this Part, 
the person shall be deemed not to have a substan- 
tial interest in the corporation; 


(b) where it can reasonably be considered that the 
principal purpose for an acquisition of .a share of 
the capital stock of a corporation (in this para- 
graph referred to as the “issuer’) by any person 
(in this paragraph referred to as the “‘acquirer”) 
who had, immediately after the time of the acqui- 
sition, a substantial interest in the issuer from an- 
other person who did. not, immediately before 
that time, have a substantial interest in the issuer, 
was to avoid or limit the application of Part I or 
IV.1 or this Part with respect to a dividend on the 
share, the acquirer and specified persons (within 
the meaning assigned by paragraph (h) of the def- 
inition “taxable preferred share” in subsection 
248(1)) in relation to the acquirer shall be 
deemed not to have a substantial interest in the 
issuer with respect to. any dividend paid. on the 
share; 


(c) a corporation described in paragraphs (a) to 
(f) of the definition “financial intermediary. cor- 
poration” in subsection (1) shall be deemed not to 


have a substantial interest in another corporation 
unless it is related (otherwise than by reason of a 
right referred to in paragraph 251(5)(b)) to the 
other corporation; — 


(d) any partnership or trust, other than 


(i) a partnership all the members of which are 
related to each other otherwise than by reason 
of a right referred to in paragraph 251(5)(b), 


(11) a trust in which each person who is benefi- 
cially interested is 


(A) related (otherwise than because of a 
right referred to in paragraph.251(5)(b)) to 
each other person who is beneficially inter- 
ested in the trust and who is not a Jet 
tered charity, or 


(B) a registered charity 


and, for the purpose of this subparagraph, 
where a particular person who is beneficially 
interested in the trust is an aunt, uncle, niece 
or nephew of another person, the particular 
person and any person who is a child: or de- 
scendant of the particular person shall be 
deemed. to be related .to the. other person and 
to any person who is the child or descendant 
of the other person, or 


(iii) a trust in which only one person (other 
than a registered charity) is beneficially 
interested, 


shall. be deemed not to. have a substantial interest 
in a:corporation; and 


(e) where at any time ‘a:shareholder holds:a share 
of the capital stock of a corporation’to which par- 
agraph (g) of the definition “taxable preferred) 
share” in subsection 248(1) or paragraph (e) of 
the definition “taxable: RFI share” in that subsec- 
tion applies to. deem the share to bea taxable pre- 
ferred share or:a taxable RFI share, the share- 
holder shall be deemed not to havea substantial 
interest in the corporation at that time: 


Related Provisions: 248(25) — Beneficially interested. 


History: Paras. 191(3)(a) and (b) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 115(1), applicable: to dividends: paid or re- 
ceived after December 20, 1991. Paras. (a)-and (b) formerly read: 


(a) where it may reasonably be considered, having regard: to 
all the circumstances, that the principal purpose for a person 
acquiring an interest that would, but for this subsection, be a 
substantial interest in a corporation is to avoid or limit the 
application of this Part or Part IV.1 the ‘person “shall be 
deemed not to have a substantial interest in. the corporation; 


(b) where it may reasonably be considered, having regard to 
all the circumstances, that the principal purpose for an acqui- 
sition of a share of the capital stock of a corporation (in this 
paragraph referred to as the “issuer”) by any person (in this 
paragraph referred to as the “‘acquirer”) that had, immediately 
after the time of the acquisition, a substantial interest in the 
issuer from. another person that did_not,, immediately before 
that time, have a substantial interest.in the issuer, was to 
avoid or limit the application of this Part or Part IV.1 with 
respect to a dividend on the share; the acquirer and specified 
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persons (within the meaning assigned by paragraph (h) of the 
definition “taxable preferred share” in subsection 248(1)) in 
relation to the acquirer shall be deemed not to have a substan- 
tial interest in the issuer with respect to any dividend paid on 
the share; 


Subparas. 191(3)(d)(ii) and (iii) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 115(2), applicable after 1990. Subparas. 
(d)(ii) and (iii) formerly read: 


(ii) a trust in which all persons who are beneficially inter- 
ested, within the meaning assigned by subsection 94(7), are 
related to each other (otherwise than by reason of a right re- 
ferred to in paragraph 251(5)(b)) and, for the purposes of this 
subparagraph, where a particular person who is so benefi- 
cially interested in the trust is an aunt, uncle, niece or nephew 
of another person, the particular person and any person who 
is a child or descendant of the particular person shall be 
deemed to be related to the other person and any person who 
is a child or descendant of the other person, or 


(iii) a trust in which only one person is beneficially interested, 
within the meaning assigned by subsection 94(7), 


(4) Deemed dividends — Where at any particular 
time 
(a) a share of the capital stock of a corporation is 
issued, 


(b) the terms or conditions of a share of the capi- 
tal stock of a corporation are changed, or 


(c) an agreement in respect of a share of the capi- 
tal stock of a corporation is changed or entered 
into, 


and the terms or conditions of the share or the agree- 
ment in respect of the share specify an amount in re- 
spect of the share, including an amount for which the 
share is to be redeemed, acquired or cancelled (to- 
gether with, where so provided, any accrued and un- 
paid dividends thereon) and where paragraph (a) ap- 
plies, the specified amount does not exceed the fair 
market value of the consideration for which the share 
was issued, and where paragraph (b) or (c) applies, 
the specified amount does not exceed the fair market 
value of the share immediately before the particular 
time, the amount of any dividend deemed to have 
been paid on a redemption, acquisition or cancella- 
tion of the share to which subsection 84(2) or (3) ap- 
plies shall 


(d) for the purposes of this Part and section 
187.2, be deemed to be an excluded dividend and 
an excepted dividend, respectively, unless 


(i) where paragraph (a) applies, the share was 
issued for consideration that included a taxa- 
ble preferred share, or 


(ii) where paragraph (b) or (c) applies, the 
share was, immediately before the particular 
time, a taxable preferred share, and 


(e) be deemed not to be a dividend to which sub- 
section 112(2.1) or 138(6) applies to deny a de- 
duction with respect to the dividend in computing 
the taxable income of a corporation under subsec- 
tion 112(1) or (2) or 138(6), unless 


(i) where paragraph (a) applies, the share was 


Income Tax Act 


issued for consideration that included a term 
preferred share or for the purpose of raising 
capital or as part of a series of transactions or 
events the purpose of which was to raise capi- 
tal, and 


(ii) where paragraph (b) or (c) applies, the 
share was, immediately before the particular 
time, a term preferred share, or the terms or 
conditions of the share were changed, or the 
agreement in respect of the share was changed 
or entered into for the purpose of raising capi- 
tal or as part of a series of transactions or 
events the purpose of which was to raise 
capital. 

Related Provisions: 87(2)(rr) — Amalgamations — continuing 


corporation; 87(4.2)(f) — Amalgamations — where amount speci- 
fied for purposes of 191(4); 248(10) — Series of transactions. 


(5) Where subsec. (4) does not apply — Sub- 
section (4) does not apply to the extent that the total 
of 


(a) the amount paid on the redemption, acquisi- 
tion or cancellation of the share, and 


(b) all amounts each of which is an amount (other 
than an amount deemed by subsection 84(4) to be 
a dividend) paid, after the particular time and 
before the redemption, acquisition or cancellation 
of the share, on a reduction of the paid-up capital 
of the corporation in respect of the share 


exceeds the specified amount referred to in subsec- 
tion (4). 


Pre-RSC History [subsecs. 191(4), (5)]: 1988, c. 55, subsec. 
159(2), provides that in the application of subsecs. 191(4) and (5) 
with respect to a particular time referred to in subsec. 191(4) that is 
before April 22, 1988, the reference in subsec. 191(4) to “specify an 
amount in respect of the share, including an amount for which the 
share is to be redeemed, acquired or cancelled (together with, where 
so provided, any accrued and unpaid dividends thereon), and where 
paragraph (a) applies, the specified amount does not exceed the fair 
market value of the consideration for which the share was issued, - 
and where paragraph (b) or (c) applies, the specified amount does 
not exceed the fair market value of the share immediately before the 
particular time” shall be read as a reference to “provide that the 
share is to be redeemed, acquired or cancelled” and the reference in 
subsec. 191(5) to “the specified amount referred to in subsection 
(4)” shall be read as a reference to “where paragraph (4)(a) applies, 
the fair market value of the consideration for which the share was 
issued, and where paragraph (4)(b) or (c) applies, the fair market 
value of the share immediately before its terms and conditions were 
changed or the agreement in respect of the share was changed or 
entered into, as the case may be”. See also the History note at the 
end of Part VI.1. 


Definitions [s. 191]: “aunt” — 252(2)(e); “beneficially inter- 
ested” — 248(25); “capital gain” — 39(1)(a), 248(1); “child” — 
252(1); “class of shares” — 248(6); “corporation” — 248(1), Inter- 
pretation Act 35(1); “dividend” — 248(1); “excluded dividend”, “fi- 
nancial intermediary corporation” — 191(1); “grandfathered 
share” — 248(1); “investment corporation” — 130(3)(a), 248(1); 
“mortgage investment corporation” — 130.1(6), 248(1); “mutual 
fund corporation” — 131(8), 248(1); “nephew”, “niece” — 
252(2)(g); “paid-up capital” — 89(1), 248(1); “person”, “pre- 
scribed” — 248(1); “private corporation” — 89(1), 248(1): “private 
holding corporation” — 191(1); “registered charity” — 248(1); “re- 
lated” — 251(2); “series of transactions or events” — 248(10): 
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“share”, “shareholder”, “specified financial institution” — 248(1); 
“substantial interest” — 191(2), (3); “taxable Canadian corpora- 
tion” — 89(1), 248(1); “taxable income” — 2(2), 248(1); “taxable 
preferred share”, “taxable RFI share”, “term preferred share” — 
248(1); “trust” — 104(1), 248(1), (3); “uncle” — 252(2)(f). 


191.1 (1) Tax on taxable dividends — Every 
taxable Canadian corporation shall pay a tax under 
this Part for each taxation year equal to the amount, 
if any, by which 

(a) the total of 


(i) 6673% of the amount, if any, by which the 
total of all taxable dividends (other than ex- 
cluded dividends) paid by the corporation in 
the year and after 1987 on short-term. pre- 
ferred shares exceeds the corporation’s divi- 
dend allowance for the year, 


(ii) 40% of the amount, if any, by which the 
total of all taxable dividends (other than ex- 
cluded dividends) paid by the corporation in 
the year and after 1987 on taxable preferred 
shares (other than short-term preferred shares) 
of all classes in respect of which an election 
under subsection 191.2(1) has been made ex- 
ceeds the amount, if any, by which the corpo- 
ration’s dividend allowance for the year ex- 
ceeds the total of the dividends referred to in 
subparagraph (1), 

(a1) 25% of the amount, if any, by which the 
total of all taxable dividends (other than ex- 
cluded dividends) paid by the corporation in 
the year and after 1987 on taxable preferred 
shares (other than short-term preferred shares) 
of all classes in respect of which an election 
under subsection 191.2(1) has not been made 
exceeds the amount, if any, by which the cor- 
poration’s dividend allowance for the year ex- 
ceeds the total of the dividends referred to in 
subparagraphs (i) and (ii), and 

(iv) the total of all amounts each of which is 
an amount determined for the year in respect 


of the corporation under paragraph 
191.3(1)(d) 
exceeds 


(b) the total of all amounts each of which is an 
amount determined for the year in respect of the 
corporation under paragraph 191.3(1)(c). 


Related Provisions: 18(1)(t)—Tax is non-deductible; 
87(4.2) — Exchanged shares; 110(1)(k) — Deduction of °/s of Part 
VI.1 tax from taxable income; 157(1)-(3) — Payment of Part VI.1 
tax; 161(4.1) — Limitation respecting corporations; 191.3(6) — 
Payment by transferor corporation; 227(14) — No tax on corpora- 
tion exempt under s. 149, 


Pre-RSC History: 1988, c. 55, subsec. 159(2), provides that in the 
application of subsec. 191.1(1) to shares issued before December 
16, 1987 (other than shares deemed by the Act. to have been issued 
after December 15, 1987) the references therein to “short-term pre- 
ferred shares” shall be read as references to “short-term preferred 
shares issued after December 15, 1987”. See also the History note at 
the end of Part VI.1. 


S. 191.1(4) 


Advance Tax Rulings: ATR-46: Financial difficulty. 
Forms: 1761: Calculation of Parts IV.1 and VI.1 taxes payable. 


(2) Dividend allowance — For the purposes of 
this section, a taxable Canadian corporation’s “divi- 
dend allowance” for a taxation year is the amount, if 
any, by which 


(a) $500,000 
exceeds 


(b) the amount, if any, by which the total of taxa- 
ble dividends (other than excluded dividends) 
paid by it on taxable preferred shares, or shares 
that would be taxable preferred shares if they 
were issued after June 18, 1987 and were not 
grandfathered shares, in the calendar year imme- 
diately preceding the calendar year in which the 
taxation year ended exceeds $1,000,000, 


unless the corporation is associated in the taxation 
year with one or more other taxable Canadian corpo- 
rations, in which case, except as otherwise provided 
in this section, its dividend allowance for the year is 
nil. 

Related Provisions: 87(2)(rr) — Amalgamations — continuing 
corporation. 


(3) Associated corporations — If all of the taxa- 
ble Canadian corporations that are associated with 
each other in a taxation year and that have paid taxa- 
ble dividends (other than excluded dividends) on 
taxable preferred shares in the year have filed with 
the Minister in prescribed form an agreement 
whereby, for the purposes of this section, they allo- 
cate an amount to one or more of them for the taxa- 
tion year, and the amount so allocated or the total of 
the amounts so allocated, as the case may be, is 
equal to the total dividend allowance for the year of 
those corporations and all other taxable Canadian 
corporations with which each such corporation is as- 
sociated in the year, the dividend allowance for the 
year for each of the corporations is the amount so 
allocated to it. 


(4) Total dividend allowance — For the pur- 
poses of this section, the “total dividend allowance” 
of a group of taxable Canadian corporations that are 
associated with each other in a taxation year is the 
amount, if any, by which 


(a) $500,000 
exceeds 


(b) the amount, if any, by which the total of taxa- 
ble dividends (other than excluded dividends) 
paid by those corporations on taxable preferred 
shares, or shares that would be taxable preferred 
shares if they were issued after June 18, 1987 and 
were not grandfathered shares, in the calendar 
year immediately preceding the calendar year in 
which. the taxation year ended exceeds 
$1,000,000. 


Related Provisions: 87(2)(rr) — Amalgamations — continuing 
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corporation. election to be made under this subsection by filing a 


prescribed form with the Minister 


(5) Failure to file agreement — If any of the tax- 
able Canadian corporations that are associated with 
each other in a taxation year and that have paid taxa- 
ble dividends (other than excluded dividends) on 
taxable preferred shares in the year has failed to file 
with the Minister an agreement as contemplated by 
subsection (3) within 30 days after notice in writing 
by the Minister has been forwarded to any of them 
that such an agreement is required for the purpose of 
any assessment of tax under this Part, the Minister 
shall, for the purpose of this section, allocate an 
amount to one or more of them for the taxation year, 
which amount or the total of which amounts, as the 
case may be, shall equal the total dividend allowance 
for the year for those corporations and all other taxa- 
ble Canadian corporations with which each such cor- 
poration is associated in the year, and the dividend 
allowance for the year of each of the corporations is 
the amount so allocated to it. 


(6) Dividend allowance in short years — Not- 
withstanding any other provision of this section, 


(a) where a corporation has a taxation year that is 
less than 51 weeks, its dividend allowance for the 
year is that proportion of its dividend allowance 
for the year determined without reference to this 
paragraph that the number of days in the year is 
of 365; and 


(b) where a taxable Canadian corporation (in this 
paragraph referred to as the “first corporation’) 
has more than one taxation year ending in a cal- 
endar year and is associated in two or more of 
those taxation years with another taxable Cana- 
dian corporation that has a taxation year ending 
in that calendar year, the dividend allowance of 
the first corporation for each taxation year in 
which it is associated with the other corporation 
ending in that calendar year is, subject to the ap- 
plication of paragraph (a), an amount equal to the 
amount that would be its dividend allowance for 
the first such taxation year if the allowance were 
determined without reference to paragraph (a). 
Definitions [s. 191.1]: “amount” — 248(1); “associated” — 256; 
“corporation” — 248(1),.Interpretation Act 35(1); “dividend” — 
248(1); “dividend allowance” — 191.1(2); “excluded dividend” — 
191(1); “grandfathered share’, ‘‘Minister”’, “prescribed”, “share”, 
“short-term preferred share” — 248(1); “taxable Canadian corpora- 
tion”, “taxable dividend” — 89(1), 248(1); “taxable preferred 
share” — 248(1); “taxation year” — 249; “total dividend allow- 
ance’ — 191.1(4); “writing” — Interpretation Act. 35(1). 


Interpretation Bulletins [s. 191.1]: IT-88R2: Stock dividends. 


191.2 (1) Election — For the purposes of determin- 
ing the tax payable by reason of subparagraphs 
191.1(1)(a)(ii) and (iti), a taxable Canadian corpora- 
tion (other than a financial intermediary corporation 
or a private holding corporation) may make an elec- 
tion with respect to a class of its taxable. preferred 
shares the terms and conditions of which require an 


(a) not later than the day on or before which its 
return of income under Part I is required by sec- 
tion 150 to be filed for the taxation year in which 
shares of that class are first issued or first become 
taxable preferred shares; or 


(b) within the 6 month period commencing on 
any of the following days, namely, 


(i) the day of mailing of any notice of assess- 
ment of tax payable under this Part or Part I 
by the corporation for that year, 


(ii) where the corporation has served a notice 
of objection to an assessment described in 
subparagraph (i), the day of mailing of a no- 
tice that the Minister has confirmed or varied 
the assessment, 


(111) where the corporation has instituted an 
appeal in respect of an assessment described 
in subparagraph (i) to the Tax Court of Can- 
ada, the day of mailing of a copy of the deci- 
sion of the Court to the taxpayer, and 


(iv) where the corporation has instituted an 
appeal in respect of an assessment described 
in subparagraph (i) to the Federal Court of 
Canada or the Supreme Court of Canada, the 
day on which the judgment of the Court is 
pronounced or delivered or the day on which 
the corporation discontinues the appeal. 


Related Provisions: 87(4.2)(e) — Amalgamation; 187.2 — Tax 
on dividends on taxable preferred shares. 


Pre-RSC History: 1988, c. 55, subsec. 159(4), provides that 
where a prescribed form referred to in subsec. 191.2(1) is filed 
before March 14, 1989 it shall be deemed to have been filed on the 
day on or before which it is required by that subsec. to be filed. See 
also the history note at the end of Part VL.1. 


Forms: T769: Election under section 191.2 by an issuer of taxable 
preferred shares to pay Part VI.1 tax at a rate of 40%. 


(2) Time of election — An election with respect to 
a class of taxable preferred shares filed in accor- 
dance with subsection (1) shall be deemed to have 
been filed before any dividend on a share of that 
class is paid. 


(3) Assessment — Where an election has been 
filed under subsection (1), the Minister shall, not- 
withstanding subsections 152(4) and (5), assess or 
reassess the tax, interest or penalties payable under 
this Act by any corporation for any relevant taxation 
year in order to take into account the election. 

Definitions [s. 191.2]: “assessment” — 248(1); “corporation” — 


248(1), Interpretation Act 35(1); “dividend” — 248(1); “financial 


intermediary corporation” — 191(1); “Minister”, “prescribed” — 
248(1); “private holding corporation” — 191(1); “share” — 248(1); 
“tax payable” —248(2); “taxable Canadian corporation” — 89(1), 
248(1); “taxable preferred share” — 248(1); “taxation year” — 249; 


“taxpayer” — 248(1). 
Interpretation Bulletins [s. 191.2]: IT-88R2: Stock dividends. 
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191.3 (1) Agreement respecting liability for 
tax — Where a corporation (in this séction referred 
to’as the “transferor corporation”) and a taxable Ca- 
nadian corporation (in this section referred to’ as the 
“transferee corporation”) which was related (other- 
wise than by reason of a right referred to in para- 
graph. .251(5)(b)) tothe. transferor Corporation, 


(a) throughout a. taxation eat of te transferor 
corporation, and | 


(b) throughout the last;taxation, year. of. the trans- 


. feree. corporation ending at or before the end.of | 


that taxation year of the transferor. corporation 


S. 191.3(1.1)(a) (ii) 


file as provided in subsection (2) an agreement or 
amended agreement with the Minister under which 
the transferee corporation agrees to pay all or any 
portion, as is specified in the agreement, of the tax 
for that taxation year of the transferor corporation 
that would, but for the agreement, be: payable under 
this Part by the transferor corporation (other than any 
tax payable by the transferor corporation by reason 
of another agreement made under this section), the 
following rules apply, namely, 


(c) the amount of tax specified i in 1 the agreement 
is an amount determined for that taxation year of 
the transferor corporation in respect of the trans- 
feror. corporation. for the purpose of, paragraph 
191.1(1)(b), 


, (d) the amount of tax specified i in the’agreement 

is an amount determined in respect of the trans- 
feree corporation for its last taxation year ending 
at or before the end of that taxation year of the 
transferor corporation for the purpose of subpara- 
graph 191.1(1)(a)(iv), and 


(e) the transferor corporation and the transferee 
corporation are jointly and severally liable to pay 
the amount of tax specified in the agreement and 
any interest or penalty in respect. thereof. 
Related Provisions: 87(2)(ss)—+ Amalgamations — continuing 
corporation; 110(1)(k) — Part VI.1 tax;.191.3(1.1).— Consideration 
for entering into agreement deemed to be nil; 191. 3(6) — Payment 
by transferor piste nytt 


(1.1) Consideration for agreement — For the 
purposes, of Part I of this Act, where property is ac- 
quired at any time by a transferee corporation as 
consideration for entering into, an agreement with a 
transferor corporation that is filed under this section, 


(a), where the property was owned by the trans- 
feror corporation immediately before that time, 


(i) the transferor corporation shall be deemed 
to have disposed..of, the property at that time 
for proceeds equal to the fair market yalue of 
the property at that time, and 


(ii) the transferor corporation shall not be enti- 
tled to deduct any amount in computing its in- 
come as a consequence of ‘the transfer of the 
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property, except any amount arising as a con- 
sequence of subparagraph (1); 


(b) the cost at which the property was acquired 
by the transferee corporation at that time shall be 
deemed to be equal to the fair market value of the 
property at that time; 


(c) the transferee corporation shall not be re- 
quired to add an amount in computing its income 
solely because of the acquisition at that time of 
the property; and 


(d) no benefit shall be deemed to have been con- 
ferred on the transferor corporation as a conse- 
quence of the transferor corporation entering into 
an agreement filed under this section. 


History: Subsec. 191.3(1.1) added by 1995, c. 21, s. 41, applicable 
to 1988 et seq. 


(2) Manner of filing agreement — An agreement 
or amended agreement referred to in subsection (1) 
between a transferor corporation and a transferee 
corporation shall be deemed not to have been filed 
with the Minister unless 


(a) it is in prescribed form; 


(b) it is filed on or before the day on or before 
which the transferor corporation’s return for the 
year in respect of which the agreement is filed is 
required to be filed under this Part or within the 
90 day period commencing on the day of mailing 
of a notice of assessment of tax payable under 
this Part or Part I by the transferor corporation for 
the year or by the transferee corporation for its 
taxation year ending in the calendar year in which 
the taxation year of the transferor corporation 
ends or the mailing of a notification that no tax is 
payable under this Part or Part I for that taxation 
year; 

(c) it is accompanied by, 


(i) where the directors of the transferor corpo- 
ration are legally entitled to administer its af- 
fairs, a certified copy of their resolution au- 
thorizing the agreement to be made, 


(ii) where the directors of the transferor cor- 
poration are not legally entitled to administer 
its affairs, a certified copy of the document by 
which the person legally entitled to administer 
the corporation’s affairs authorized the agree- 
ment to be made, 


(111) where the directors of the transferee cor- 
poration are legally entitled to administer its 
affairs, a certified copy of their resolution au- 
thorizing the agreement to be made, and 


(iv) where the directors of the transferee cor- 
poration are not legally entitled to administer 
its affairs, a certified copy of the document by 
which the person legally entitled to administer 
the corporation’s affairs authorized the agree- 
ment to be made; and 
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(d) where the agreement is not an agreement to 
which subsection (4) applies, an agreement 
amending the agreement has not been filed in ac- 
cordance with this section. 
(e) [Repealed] 
History: Para. 191.3(2)(e) repealed by 1994, c. 7, Sch. II (1991, c. 
49), s. 163, applicable to 1989 et seq. Para. (e) formerly read: 


(e) no tax is payable under Part I by the transferor corporation 
for its taxation year in respect of which the agreement is filed. 


(3) Assessment— Where an agreement or 
amended agreement between a transferor corporation 
and a transferee corporation has been filed under this 
section with the Minister, the Minister shall, not- 
withstanding subsections 152(4) and (5), assess or 
reassess the tax, interest and penalties payable under 
this Act by the transferor corporation and the trans- 
feree corporation for any relevant taxation year in or- 
der to take into account the agreement or amended 
agreement. 


(4) Related corporations — Where, at any time, 
a corporation has become related to another corpora- 
tion and it may reasonably be considered, having re- 
gard to all the circumstances, that the main purpose 
of the corporation becoming related to the other cor- 
poration was to transfer, by filing an agreement or an 
amended agreement under this section, the benefit of 
a deduction under paragraph 110(1)(k) to a trans- 
feree corporation, the amount of the tax specified in 
the agreement shall, for the purposes of paragraph 
(1)(c), be deemed to be nil. 


(5) Assessment of transferor corporation — 
The Minister may at any time assess a transferor cor- 
poration in respect of any amount for which it is 
jointly and severally liable by reason of paragraph 
(1)(e) and the provisions of Division I of Part I are 
applicable in respect of the assessment as though it 
had been made under section 152. 


(6) Payment by transferor corporation — 
Where a transferor corporation and a transferee cor- 
poration are by reason of paragraph (1)(e) jointly and 
severally liable in respect of tax payable by the 
transferee corporation under subparagraph 
191.1(1)(a)(iv) and any interest or penalty in respect 
thereof, the following rules apply: 


(a) a payment by the transferor corporation on ac- 
count of the liability shall, to the extent thereof, 
discharge the joint liability; and 

(b) a payment by the transferee corporation on 
account of its liability discharges the transferor 
corporation’s liability only to the extent that the 
payment operates to reduce the transferee corpo- 
ration’s liability under this Act to an amount less 
than the amount in respect of which the transferor 
corporation was, by paragraph (1)(e), made 
jointly and severally liable. 


Definitions [s. 191.3]: “amount”, “assessment” — 248(1); “cor- 
poration” — 248(1), Interpretation Act 35(1); “Minister”, “pre- 
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scribed” — 248(1); “related” — 251(2); “tax payable” —— 248(2); 
“taxable Canadian corporation” — 89(1), 248(1); “taxation year” — 
249; “transferee corporation”, “transferor corporation” — 191.3(1). 
Interpretation Bulletins [s. 191.3]: ne 88R2: Stock dividends. 


Forms [s. 191.3]: 1770: Agreement respecting liability for Part 
VI.1 tax. 


191.4 (1) Information return — Every corporation 
that is or would, but for section 191.3, be liable to 
pay tax under this.Part for a taxation year shall, not 
later than the day on or before which it is required by 
section 150 to file its return of income for the year 
under Part I, file with the Minister a return for the 
year under this Part in prescribed form containing an 
estimate of the tax payable by it under this Part for 
the year. 

Related Provisions: 150.1(5) — Electronic filing; 157(1) — 


Payment of Part VI.1 tax; 157(2), (2.1) = Special cases; 
161(4.1) — Limitation respecting corporations. 


Forms: T761: Calculation of Parts IV.1 and. VI.1 taxes payable. 


(2) Provisions applicable to Part — Sections 
152, 158 and 159, subsection 161(11),-sections 162 
to 167 and Division.J of Part I apply-;to this Part with 
such modifications as the circumstances require. 


History: Subsec. 191:4(2) amended by 1994, c. 7, Sch. VHI (1993, 
c. 24), s. 116, applicable to 1992:et seg. Subsec.:(2) formerly read: 


(2), Provisions applicable to Part — Sections, 152; 158, and 
159, subsections 161(1), (2) and (11), sections 162 to 167 and 
Division J of Part I are applicable to this Part with such modi- 
fications as the circumstances require. 


Definitions [s. 191.4]: 


“corporation” — 248(1), Interpretation 
Act 35(1);..““Minister”, “prescribed”. — 248(1); “tax payable” — 
248(2): “taxation year” —— 249, 


Pre-RSC History [Part VI.1]: Part VI.1 (ss. 191 to 191.4) enacted 
by, 1988, c. 55, subsec. 159(1), applicable to 1988 et seq. (For spe- 
cial application rules re subsecs, 191(4) and (5), 191.1(1) and 
191.2(1), see heading “Special application” under those respective 
subsections.) 1988, c..55, subsec. 159(3) provides that where’a divi- 
dend is paid at any time after December: 15, 1987 and before 1988 
on a share, and. it may reasonably be considered, having regard to 
all the circumstances, including the amount of any dividends that 
may be paid or declared on the share after 1987, that the dividend 
was paid at that time to avoid or limit the application of Part VI.1, 
the dividend shall be deemed for the purposes of that Part to have 
been paid on January 1, 1988. 


Interpretation Bulletins [Part V1.1]: IT-88R2: Stock dividends. 


2? 66. 


S. 192(3)(b) 


Information: Circulars [Part V1.1]: 81-11R3: Corporate 
instalments. 


Part vil— Refundable Tax 
on Corporations Issuing 
Qualifying Shares 


192. (1) Corporation to pay tax — Every corpo- 
ration shall pay a tax under this Part for a taxation 
year equal to the total of all.amounts each of which 
is an amount designated under subsection (4) in re- 
spect: of a share issued by it in the year. 


Related Provisions: 227.1(1) — Liability of directors for unpaid 
Part VII tax. 


(2) Definition of “Part VII refund” — In this 
Part, the “Part VII refund” of a corporation for a tax- 
ation year means an amount equal to the lesser of 


(a) the total of 


(i) the amount, if any, by which the share- 
purchase tax credit of the corporation for the 
year exceeds the amount, if any, deducted in 
respect thereof by it for the year under subsec- 
tion 127.2(1) from its tax otherwise payable 
under Part I for the -year or the amount 
deemed by subsection 127.2(2) to have been 
paid on account of its tax payable under Part I 
for the year, as the case may be, and 


(ii) such amount as the corporation may claim, 
not exceeding the amount that would, if para- 
graph (1) of the definition “investment tax 
credit’ in subsection 127(9) were read without 
reference to the words “‘the year or’, be its in- 
vestment tax credit at the end of the year in 
respect of property acquired, or an expendi- 
ture made, after April 19, 1983 and on or 
before the last day of the year; and 


(b) the refundable Part VII tax on hand of the cor- 
poration at the end of the year. 


Related Provisions: 248(1)“lawyer’ — Definition applies to en- 
tire Act. 


Pre-RSC History: Subpara. 192(2)(a)(ii) amended to substitute 
“paragraph (i) of the definition “investment tax credit” in subsection 
127(9)” for “paragraph 127(9)(g)”’, by aps c. 45, subsec. 103(1), 
applicable to 1985 ef seq. 


Selected Cases [subsec. 192(2)]: 598606 Ontario Ltd. v. MNR, 
[1993] 1 C.T.C. 2001 (TCC) (SRTC denied where issuer failed to 
file prescribed form within prescribed time). 


(3) Definition of “refundable Part VII tax on 
hand” — In this Part, “refundable Part VII tax on 
hand” of a corporation at the end of a taxation year 
means the amount, if any, by which 
(a) the total of the taxes payable by it under this 
Part for the year and all preceding taxation years 


exceeds the total of 


(b) the total of its Part VII refunds for all preced- 
ing taxation years, and 
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(c) the total of all amounts each of which is an 
amount of tax included in the total described in 
paragraph (a) in respect of a share that was issued 
by the corporation and that, at the time it was is- 
sued, was not a qualifying share. 


Related Provisions: 248(1)“refundable Part VII tax on hand” — 
Definition applies to entire Act. 


(4) Corporation may designate amount — 
Every taxable Canadian corporation may, by filing a 
prescribed form with the Minister at any time on or 
before the last day of the month immediately follow- 
ing the month in which it issued a qualifying share of 
its capital stock (other than a share issued before 
July, 1983 or after 1986, or a share in respect of 
which the corporation has, on or before that day, 
designated an amount under subsection 194(4)), des- 
ignate, for the purposes of this Part and Part I, an 
amount in respect of that share not exceeding 25% of 
the amount by which 


(a) the amount of the consideration for which the 
share was issued 


exceeds 


(b) the amount of any assistance (other than an 
amount included in computing the share-purchase 
tax credit of a taxpayer in respect of that share) 
provided or to be provided by a government, mu- 
nicipality or any other public authority in respect 
of, or for the acquisition of, the share. 

Related Provisions: 127.2(10) — Election re first holder; 


127.2(11) — Calculation of consideration; 193(2) — Corporation to 
make payment on account of tax; 193(7) — Avoidance of tax. 


Pre-RSC History: All that portion of subsec. 192(4) preceding 
para. (a) amended by 1986, c. 6, subsec. 101(1), to substitute “a 
qualifying share of its capital stock” for “a share of its capital 
stock”, applicable in respect of shares of a corporation issued after 
May 22, 1985, other than shares issued before 1986 


(a) under the terms of an agreement in writing entered into by 
the corporation before May 23, 1985; or 


(b) as part of a lawful distribution to the public in accordance 
with a prospectus, preliminary prospectus or registration state- 
ment filed before May 24, 1985 with a public authority in Can- 
ada pursuant to and in accordance with the securities legislation 
of Canada or of any province and, where required by law, ac- 
cepted. for filing by such public authority. 


Regulations: 227 (information returns). 


(4.1) Computing paid-up capital after desig- 
nation — Where a corporation has designated an 
amount under subsection (4) in respect of shares is- 
sued at any time after May 23, 1985, in computing, 
at any particular time after that time, the paid-up 
capital in respect of the class of shares of the capital 
stock of the corporation that includes those shares 


(a) there shall be deducted the amount, if any, by 
which 


(1) the increase as a result of the issue of those 
shares in the paid-up capital in respect of all 
shares of that class, determined without refer- 
ence to this subsection as it applies to those 
shares, 
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exceeds 


(ii) the amount, if any, by which the total 
amount of consideration for which those 
shares were issued exceeds the total amount 
designated by the corporation under subsec- 
tion (4) in respect of those shares; and 


(b) there shall be added an amount equal to the 
lesser of 


(1) the amount, if any, by which 


(A) the total of all amounts each of which 

is an amount deemed by subsection 84(3), 

— (4) or (4.1) to be a dividend on shares of 

that class paid by the corporation after 

May 23, 1985 and before the particular 
time 
exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect of that class of shares after May 23, 
1985 and before the particular time. 


Related Provisions: 127.2(8)— Deemed cost of designated 
share. 


Pre-RSC History: Subsec. 192(4.1) added by 1986, c. 6, subsec. 
101(2), applicable after May 23, 1985. 


(5) Presumption — For the purposes of this Act, 
the Part VII refund of a corporation for a taxation 
year shall be deemed to be an amount paid on ac- 
count of its tax under this Part for the year on the last 
day of the second month following the end of the 
year. 


(6) Definition of “qualifying share” — In this 
Part, “qualifying share’, at any time, means a pre- 
scribed share of the capital stock of a taxable Cana- 
dian corporation issued after May 22, 1985 and 
before 1987. 


Related Provisions: 248(1)“qualifying share’ — Definition ap- 
plies to entire Act. 


Regulations: 6203 (prescribed shares). 


(7) Effect of obligation to acquire shares — 
When determining under section 251 whether a cor- 
poration and any other person do not deal with each 
other at arm’s length for the purposes of any regula- 
tions made for the purposes of subsection (6), a per- 
son who has an obligation in equity, under a contract 
or otherwise, either immediately or in the future and 
either absolutely or contingently, to acquire shares in 
a corporation, shall be deemed to be in the same po- 
sition in relation to the control of the corporation as 
if that person owned the shares. 


Pre-RSC History: Subsecs. 192(6), (7) substituted by 1986, c. 6, 
subsec. 101(3), applicable in respect of shares of a corporation is- 


1592 


Part VII — Refundable Tax re:-Share-Purchase Tax Credit 


sued after May 22, 1985, other than shares issued: before. 1986 


(a) under the terms of an agreement in writing entered into’ by 
the corporation before, May 23, 1985; or ' 


~.(b) as part of a lawful distribution to the public in accordance’ 


with a prospectus, preliminary prospectus or registration state- 
ment filed before May 24, 1985 with a public authority. in Can- 
ada pursuant to and in accordance with the securities legislation 
of Canada or of any province and, where required by law, ac- 
cepted for filing by such public authority. 


Subsecs. 192(6), (7) formerly read: 


(6) “Qualifying share” defined — For the purposes of this 
Act, “qualifying share”, at any time, means a share (other 
than a share acquired by a taxpayer under circumstances re- 
ferred to in section 66.3) of the capital stock of a taxable Ca- 
nadian corporation issued after June 30, 1983 and before 
1987 for consideration (other than consideration that consists 
of or includes another share of the capital stock of the corpo- 
ration) where; at that time, the share was a rset aie share or 
where, at that time; 


(a) under the terms or conditions of the share, the amount 
(in this section referred to as the “dividend entitlement”) 
of the dividends that the corporation may declare or pay 
on the share, or that the holder’may receive on the share, 
is not limited ’by way of a formula or otherwise to a max- 
imum amount; 


(b) the amount (in this section referred to as the “liquida- 
tion entitlement”) that the holder is entitled to receive on. 
the share.on the dissolution, liquidation, or winding-up of 
the corporation is not limited by way of a formula-or oth- 
erwise to a maximum amount; and 


(c) none of the following, namely, the corporation, a Pers 
son with whom the corporation does not deal at arm’s 
length or a partnership or trust of which the corporation 


(or a person with whom the corporation does not deal at’ ° 


arm’s length) is a member or benéficiary, 


(1) has’ either absolutely or contingently the ‘right or 
obligation, at any time! 


(A). to redeem, acquire or cancel the share in 
whole.or in part, other than for an amount equal 
to or substantially. equal to. the fair market value 
(determined without reference to any such right 
or obligation) of the share or the part thereof, as 
the case may be, at that time, or 


(B). to. convert the share into another security, 
other than into another security the fair market 
value of which is at that time equal to or sub- 


stantially equal ‘to the fair market value (deter-' 


“mined without reference to any such right or ob- 
ligation) of the share’at that time, 


(ii) has. either absolutely or contingently the obliga- 
tion, at any time, to reduce the paid-up capital of the 
corporation in respect of the share, or 


(iii) could, at the time the share was issued reasona- 
bly have been expected 


(A) within 2 years of that time, to redeem, ac- 
quire or cancel the share in whole or in ‘part or 
convert: it into,another security (other than into 
another security of the corporation that would, if 
it were, issued for consideration that does not 
consist of or include a share of the capital stock 
“of the ‘corporation, be a qualifying share), or 
(B) to reduce the paid-up capital of the corpora- 
tion in respect of the share. 


(7) Idem —For the purposes of subsection (6), 
(a) the dividend entitlement of the share shall be deemed 


S.192(9) 


_ not to be limited to.a maximum amount where it may rea- 
-sonably. be considered that all or substantially all of the 

~ amount of the dividend entitlement is determinable by 
reference to the dividend entitlement of another share of 
the capital stock of the corporation that meets the require- 
ments of paragraph (6)(a); 


(b) the liquidation entitlement of a share shall be deemed 
not to be limited to a maximum amount where it may rea- 
sonably be considered that. all or substantially: all of the 
amount of the liquidation entitlement is determinable by 
reference to the liquidation entitlement of another share 
of the capital stock of the corporation that meets ‘the re- 
quirements of paragraph (6)(b); and 


(c) where a corporation has'merged or amalgamated with 

"one or more other corporations; the corporation formed 
as a result of the merger or amalgamation: shall be 
deemed to: be the same. corporation as, and a:continuation 
of, each of its predecessor corporations and a share is- 
sued on the merger or amalgamation as consideration for 
another share shall be deemed to be the same share as the 
share for which it was issued. 


(8) Late designation — Where a taxable Cana- 
dian corporation that issued a share does not desig- 
nate an amount under subsection (4) in respect of the 
share’ onor before the day on or before which the 
designation was required’ by that subsection, the:cor- 
poration shall be deemed to have made the designa- 
tion on that day if 


(a) the corporation has filed with the Minister a 
“prescribed information -return relating. to: the 

share-purchase tax credit in respect of the share 

within the time that it would. have been. so.re- 

quired to file the return had the designation been 
made on that day, and 


(b) within 3 years after that day, the corporation 
has 


(i) designated an amount in respect of the 
share by filing a prescribed form with the 
“Minister, and 


(11) paid to the Receiver General, at the time 
the prescribed form referred to in subpara- 
graph (i) is filed, an amount that is a reasona- 
ble estimate of the. penalty payable by the cor- 
poration for the late designation in respect of 
the share, 


except that, where the Minister has aged a notice 
to the corporation that a designation has not been 
made in respect of the share under subsection (4), the 
designation and payment described in paragraph (b) 
must be made by the corporation on or before the 
day that is 90 days after the day of the mailing. 

Pre-RSC History: Subpara. 192(8)(b)(ii) substituted by 1984, ‘c. 
45, s. 80, to add “at the time the prescribed form referred to in sub- 


paragraph (i) is filed” and to substitute “estimate of the penalty” for 
“estimate of the amount of the penalty”, applicable after June 1983. 


(9) Penalty for late designation — Where, pur- 
suant to subsection (8), a corporation made a late 
designation in respect of a share issued in a month, 
the corporation shall pay, for each month or part of a 
month that elapsed during the period beginning on 
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the last day on or before which an amount could 
have been designated by the corporation under sub- 
section (4) in respect of the share and ending on the 
day that the late designation is made, a penalty for 
the late designation in respect of the share in an 
amount equal to 1% of the amount designated in re- 
spect of the share, except that the maximum penalty 
payable under this subsection by the corporation for 
a month shall not exceed $500. 


(10) Deemed deduction — For the purposes of 
this Act, other than the definition “investment tax 
credit” in subsection 127(9), the amount, if any, 
claimed under subparagraph (2)(a)(ii) by a taxpayer 
for a taxation year shall be deemed to have been de- 
ducted by the taxpayer under subsection 127(5) for 
the year. 

Pre-RSC History: Subsec. 192(10) substituted by 1985, c. 45, 


subsec. 103(2), applicable to 1985 et seg. Subsec. 192(10) formerly 
read: 


(10) Deemed deduction — For the purposes of this Act, 
other than subsection 127(9), the amount, if any, claimed 
under subparagraph (2)(a)(ii) by a taxpayer for a taxation year 
shall be deemed to have been deducted by him under subsec- 
tion 127(5) for the taxation year. 


(11) Restriction — Where at any time a corpora- 
tion has designated an amount under subsection (4) 
in respect of a share, no amount may be designated 
by the corporation at any subsequent time in respect 
of that share. 


Selected Cases [s. 192]: 598606 Ontario Ltd. v. MNR, [1993] 1 
C.T.C. 2001 (TCC); appealed to FCTD (Feb. 11, 1993), File T-367- 
93 (Failure to make designation by filing prescribed form disentitles 
taxpayer to claim share-purchase tax. credit). 


Definitions [s. 192]: “amount” — 248(1); “arm’s length” — 
251(1); “class of shares” — 248(6); “corporation” — 248(1), Inter- 
pretation Act 35(1); “dividend”, “Minister” — 248(1); “paid-up 
capital” — 89(1), 248(1); “person”, “property”, “share” — 248(1); 
“taxable Canadian corporation” — 89(1), 248(1); “taxation year” 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 192]: IT-328R3: Losses on shares 
on which dividends have been received. 


193. (1) Corporation to file return — Every cor- 
poration that is liable to pay tax under this Part for a 
taxation year shall, on or before the day on or before 
which it is required to file its return of income under 
Part I for the year, file with the Minister a return for 
the year under this Part in prescribed form. 


Forms: T2112: Corporation Part VII tax return. 


(2) Corporation to make payment on account 
of tax — Where, in a particular month in a taxation 
year, a corporation issues a share in respect of which 
it designates an amount under section 192, the cor- 
poration shall, on or before the last of the month fol- 
lowing the particular month, pay to the Receiver 
General on account of its tax payable under this Part 
for the year an amount equal to the total of all 
amounts so designated. 


(3) Interest — Where a corporation is liable to pay 
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tax under this Part and has failed to pay all or any 
part or instalment thereof on or before the day on or 
before which the tax or instalment, as the case may 
be, was required to be paid, it shall pay to the Re- 
ceiver General interest at the prescribed rate on the 
amount that it failed to pay computed from the day 
on or before which the amount was required to be 
paid to the day of payment. 

Related Provisions: 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 193(3) substituted by 1985, c. 45, 
subsec. 104(1). Subsec. 193(3) formerly read: 


(3) Interest amount in default — Where a corporation is lia- 
ble to pay tax under this Part and has failed to pay all or any 
part or instalment thereof on or before the day on or before 
which it was required to pay the tax, it shall, on payment of 
the amount in default, pay interest thereon at the prescribed 
rate for the period beginning on the day following the day on 
or before which it was required to make the payment and end- 
ing on the day of payment. 


Regulations: 4301(a) (prescribed rate of interest). 


(4) idem — For the purposes of computing interest 
payable by a corporation under subsection (3) for 
any month or months in the period commencing on 
the first day of a taxation year and ending two 
months after the last day of the year in which period 
the corporation has designated an amount under sec- 
tion 192 in respect of a share issued by it in a partic- 
ular month in the year, the corporation shall be 
deemed to have been liable to pay, on or before the 
last day of the month immediately following the par- 
ticular month, a part or an instalment of tax for the 
year equal to that proportion of the amount, if any, 
by which its tax payable under this Part for the year 
exceeds its Part VII refund for the year that 


(a) the total of all amounts so designated by it 
under section 192 in respect of shares issued by it 
in the particular month 
is of 
(b) the total of all amounts so designated by it 
under section 192 in respect of shares issued by it 
in the year. 
Pre-RSC History: That portion of subsec. 193(4) preceding para. 
(a) amended to substitute “in the period commencing on the first 
day of a taxation year and ending two months after the last day of 
the year” for “in the 14 month period ending 2 months after the end 


of a taxation year”, by 1985, c. 45, subsec. 104(2), applicable to 
1986 et seq. 


(5) Evasion of tax — Where a corporation that is 
liable to pay tax under this Part in respect of a share 
issued by it wilfully, in any manner whatever, evades 
or attempts to evade payment of the tax and a pur- 
chaser of the share or, where the purchaser is a part- 
nership, a member of the partnership knew or ought 
to have known, at the time the share was acquired, 
that the corporation would wilfully evade or attempt 
to evade the tax, for the purposes of section 127.2, 
the share shall be deemed not to have been acquired. 


(6) Undue deferral — Where, in a transaction or 
as part of a series of transactions, a taxpayer acquires 
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a share of a corporation that the taxpayer controls 
(within the meaning assigned by subsection 186(2)) 
and it may reasonably be considered that one of the 
main purposes of the acquisition was to reduce for a 
period interest on the taxpayer’s liability for tax 
under this Part, the share shall, for the purposes of 
section 127.2 and this Part (other than this subsec- 
tion), be deemed not to have been acquired by the 
taxpayer and not to have been issued by the corpora- 
tion until the end of that period. 


Related Provisions: 248(10) — Series of transactions. 


(7) Avoidance of tax — Where, as part of a series 
of transactions or events one of the main purposes of 
which may reasonably be considered to be the avoid- 
ance of tax that might otherwise have been or be- 
come payable under Part II by any corporation, a 
particular corporation has issued a share in a taxation 
year in respect of which it has designated an amount 
under. subsection 192(4), the particular. corporation 
shall, on or before the last day of the second month 
after the end of the year, pay a tax under this Part for 
the year equal to 125% of the amount of tax under 
Part II that is or may be avoided by reason of the 
series of transactions or events. 


(7.1) Tax on excess — Where a corporation has in 
a taxation year made an election under subsection 
127.2(10) in respect of any share that was part of a 
distribution of shares referred to in that subsection 
and, at the end of that year or any subsequent taxa- 
tion year, 


(a) the total of the amounts designated under sub- 
section 192(4) in respect of those shares as evi- 
denced by the prescribed information returns re- 
quired by regulation to be filed with the Minister 
by a taxpayer other than the corporation 


exceeds 


(b) the total of the amounts designated under sub- 
section 192(4) in respect of those shares acquired 
by the taxpayer and in respect of which another 
taxpayer was required by regulation to provide 
the taxpayer with a prescribed information return 
relating to the designation under that subsection, 


the taxpayer is liable to pay a tax under this Part for 
the taxation year at the end of which there is such an 
excess equal to the amount of the.excess, which tax 
is to be paid to the Receiver General within 60 days 
after the end of the taxation year, and. the excess 
shall be included in determining the total under para- 
graph (b) for any taxation year of the taxpayer subse- 
quent to that year. 


Pre-RSC History: Subsec. 193(7.1) added by 1984, c. 45, s. 81, 
applicable after June 1983. : 


(8) Provisions applicable to Part — Sections 
151, 152, 158 and 159, subsection 161(11), sections 
162 to 167 and Division J of Part I are applicable to 
this Part with such modifications as the circum- 
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stances require. 


Pre-RSC History: Subsec. 193(8) amended by 1986, c. 6, s. 102, 
to add reference to subsection 161(11). 


Definitions [s. 193]: “amount” —248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Minister” — 248(1); “person” — 
127.2(9), 248(1); “prescribed” — 248(1); “series of transactions” — 
248(10); “share”, “taxpayer” — 248(1); “taxation year” — 249, 


Pre-RSC History [Part VII]: Part VII (ss. 192, 193) enacted by 
1984, c, 1, subsec. 95(1), applicable after June 1983, except that any 
designation under subsec. 192(4) made on or before the day that is 
90 days. after January 19, 1984 shall be deemed to have been made 
on or before the day referred to in subsec. 192(4). 


Pre-RSC. History [former Part Vil]: Part VII (ss. 192, 193) 
repealed by 1977-78, c. 1, s. 88, applicable to dividends paid or re- 
ceived after March 31, 1977. Part VII formerly read: 


Part vil— Tax on Recipient of 
Dividend Paid Out of Designated 
Surplus 


192. (1) Tax where dividend paid out of designated sur- 
plus — Where a corporation has at any time in a taxation 
year and after 1971 received from a corporation resident in 
Canada and controlled by it a taxable dividend the amount of 
which was or would have been, but for subsection 112(5), de- 
ductible under subsection 112(1) for the purpose of comput- 
ing its taxable income for the year, the corporation by which 
the dividend was received shall, on or before the day on or 
before which it is required to file its return of income under 
Part I for the year, pay a tax under this Part of 25% on the 
portion of the dividend that was paid out of the designated 
surplus of the payer corporation. 


(2) Where dividend received by trader or dealer in secur- 
ities — Where a trader or dealer in securities (other than a 
corporation) has at any time in a taxation year and after 1971 
received a taxable dividend from a corporation resident in 
Canada that would, if the trader or dealer had been a corpora- 
tion, have been controlled by the trader or dealer, the trader or 
dealer shall, on or before the day on or before which he is 
required, to file his return of income under Part I for the year, 
pay a tax under this Part of 25% on the portion of the divi- 
dend that was paid out of the designated surplus of the 
corporation. 


(3) Where amalgamation of 2 or more corporations — 
For the purposes of this Part, where at any time in a taxation 
year and after 1971 there has been an amalgamation of 2 or 
more corporations at a time when one or more of the corpora- 
tions (in this subsection referred to as a “controlled corpora- 
tion”) were controlled by another or others of those corpora- 
tions (in this subsection referred to as a “controlling 
corporation’), 


(a) each controlling corporation shall be deemed to have 
received a taxable dividend immediately before the amal- 
gamation from each corporation controlled by it at that 
time, 


(b) each such taxable dividend so received from a con- 
trolled corporation shall be deemed to have been paid out 
of the controlled corporation’s designated surplus imme- 
diately before the amalgamation, and 


(c) the amount of any such dividend so received by a 
controlling corporation from a corporation controlled by 
it shall be deemed to be the greater of 


(i) the amount that would have been payable to it on 
the winding-up of the controlled corporation imme- 


1595 


S. 193 


diately before the amalgamation if the subscribed 
capital had been repaid and what remained to be dis- 
tributed on the winding-up were an amount equal to 
the designated surplus of the controlled corporation 
immediately before the amalgamation, and 


(ii) the amount that would have been received by it 
as dividends on its shares of the capital stock of the 
controlled corporation immediately before the amal- 
gamation, if at that time 


(A) the maximum amount available for divi- 
dends were an amount equal to the designated 
surplus of the controlled corporation immedi- 
ately before the amalgamation, and 


(B) the controlled ‘corporation had distributed 
that amount by way of dividends to its share- 
holders, in accordance with their respective 
rights to receive dividends. 


(4) Where corporation controlled — For the purpose of this 
section, one corporation is controlled by another corporation 
if more than 50% of its issued share capital (having full vot- 
ing rights under all circumstances) belongs to the other corpo- 
ration, to persons with whom the other corporation does not 
deal at arm’s length, or to the other corporation and persons 
with whom the other corporation does not deal at arm’s 
length. , 


(5) When dividend paid out of designated surplus — For 
the purpose of this section, 


(a) where the amount of a corporation’s earnings for a 
control period that was available for payment of divi- 
dends was, at the time a particular taxable dividend was 
paid, equal to or greater than the particular dividend plus 
all other taxable dividends paid by the payer corporation 
at the same time as the particular dividend, no part of the 
particular dividend shall be regarded as having been paid 
out of designated surplus; and 


(b) in any other case, the portion of the particular divi- 
dend that shall be deemed to have been paid out of desig- 
nated surplus is that proportion of the lesser of © 


(i) the aggregate of the particular dividend and all 
other taxable dividends paid by the payer corporation 
at the same time as the particular dividend, minus the 
amount, if any, of the payer corporation’s earnings 
for the control period that was available for payment 
of dividends at that time, and 


(ii) the designated surplus of the payer corporation 
immediately before that time, 


that the particular dividend is of the aggregate of the par- 
ticular dividend and all other dividends paid by the payer 
corporation at the same time as the particular dividend. 


(6) Where dividends paid at same time on more than 
one class of shares — For the purpose of subsection (5), 
where a corporation has, at the same time, paid dividends on 
its issued shares of different classes and one of the classes of 
shares had full voting rights under all circumstances and an- 
other had not, the dividends on the shares of the class that had 
full voting rights under all circumstances shall be deemed to 
have been paid immediately after the dividends on the other 
shares. 


(7) ldem — For the purpose of subsection (5), dividends paid 
on the same day shall, subject to subsection (6), be deemed to 
have been paid at the same time. 


(8) Meaning of “control period” — In this section “control 
period” means the period from the commencement of the 
payer corporation’s taxation year in which the control was ac- 
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quired to the end of the taxation year in-which the dividend 
was paid, 


(9) Determination of amount of earnings available for 
payment of dividend — For the purposes of this section, the 
amount of a corporation’s earnings for a control period that 
was available for payment of dividends at a particular time is 
the amount by which the aggregate of 


(a) the amount, if any, by which 


(1) the amount of its earnings for the control period 
that was available for payment of dividends at the 
end of its 1971 taxation year (within the meaning as- 
signed by subsection 28(5) of this Act as it read in its 
application to the 1971 taxation year), 


exceeds 


(ii) all amounts on which the corporation has, before 
the particular time, elected to pay tax under Part IX, 


(b) its incomes for taxation years ending after 1971 that 
are in the control period, 

(c) 2 times the amount, if any, of the corporation’s re- 
fundable dividend tax on hand (within the meaning as- 
signed by subsection 129(3)) at the commencement of 
the control period, and i 


(d) the aggregate of its dividend refunds (within the 
meaning assigned by subsection 129(1)), if any, for taxa- 
tion years ending after 1971 that are in the control period, 


exceeds the aggregate of 


(e) its income or profits taxes paid or payable, for taxa- 
tion years ending after 1971 that are in the control period, 


(1) under this Act, or 
(ii) to a government of 
(A) a province, 
(B) a country other than Canada, or 


(C) a state, province or other political subdivi- 
sion of a country other than Canada 


except to the extent that those taxes were deductible in 
computing the income of the corporation under Part I for 
any of those years, 


(f) the corporation’s net capital losses, non-capital losses 
and restricted farm losses for taxation years ending after 
1971 that are in the control period, other than the first _ 
taxation year in the control period, 


(g) all taxable dividends paid by the corporation in the 
control period after 1971 and before the particular time, 
to the extent that they were not paid out of designated 
surplus, 

(h) the amount that would, if this Act as it read in its ap- 
plication to the 1971 taxation year were applicable to the 
period consisting of that part of the corporation’s 1972 
taxation year that is before 1972, be the aggregate of 


(i) dividends paid by the corporation, and 
(ii) dividends deemed to have been received by its 
shareholders - 


in the control period after its 1971 taxation year and 
before 1972, to the extent that they were not paid out of 
designated surplus, and 


(i) where the control period commenced. after.1971, all 
taxable dividends received by the corporation in the con- 
trol period and before the particular time from corpora- 
tions resident in Canada and controlled by it to the extent 
that those dividends 


(i) were not paid out of designated surplus, and 
(ii) would have been paid out of designated surplus 
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on the assumption made by subsection (10) with re- 
spect to the corporation. 


(10) Assumption respecting payments out of designated 
surplus — The assumption made by this subsection with re- 
spect to a corporation resident in Canada (in this subsection 
referred to as the “controlled corporation”) that was con- 
trolled by another corporation (in this subsection referred to 
as the “controlling corporation”) in a control period is that 


(a) the designated surplus, and 


(b) the amount of the earnings for the control period that 
was available for payment of dividends 


of each corporation, other than the controlled corporation, 
resident in Canada (hereinafter referred to as a “chain corpo- 
ration’), control of which was acquired by the controlling 
corporation by virtue of its acquisition of control of the con- 
trolled corporation, were computed as if 


(c) each corporation that,controlled the chain corporation, 
at the time the controlling corporation acquired control of 
the controlled corporation, had acquired control of the 
chain corporation at that time, and 


(d) taxable dividends received by the chain corporation 
after that time from another corporation that it controlled 
were 


(i) included in computing the chain corporation’s 
designated surplus, and 


(ii) not included in computing the amount of the 
chain corporation’s earnings for a control period that 
was available for payment of dividends 


to the extent that such dividends 
(iii) were not paid out of designated surplus, and 


(iv) would, on the assumption made by this. subsec- 
tion, have been paid out of designated surplus. 


(10.1) Life insurance corporation’s control period earn- 
ings — Notwithstanding anything contained in subsection 
(9), the amount of a life insurance corporation’s earnings for 
a control period that was available for payment of dividends 
at a particular.time is the aggregate of the amount thereof de- 
termined under subsection (9) and 2 times the aggregate of all 
income or profits taxes paid or payable by the corporation, for 
taxation years ending after 1971 that are in the control period, 
to a government of a country other than Canada or to a state, 
province or other political subdivision of a country. other than 
Canada. 


(11) Application of ss. (1) to dividends received by 
certain corporations — Where 2 corporations have, from 
May 10, 1950, or earlier, to the time of the acquisition herein- 
after referred to of control of one of the corporations (herein- 
after in this subsection referred to as the “payer corporation”) 
by the other corporation (hereinafter in this subsection re- 
ferred to as the “receiving corporation’), been subsidiary con- 
trolled corporations and 


(a) been subsidiary to the same corporation, or 


(b) been subsidiary to separate non-resident corporations 
and become subsidiary to the same non-resident corpora- 
tion as a result of one of the non-resident corporations 
acquiring control of the payer corporation or the receiv- 
ing corporation from the other non-resident corporation, 


and, the receiving corporation has acquired control of the 
payer corporation by the purchase from the corporation, to 
which they were or have become subsidiary of shares of the 
capital stock of the payer corporation for a consideration not 
exceeding 


(c) in the case of shares that had a par value, the par 
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value thereof, and 


(d) in the case of shares that had no par value, the propor- 
tion of the paid-up capital of the payer corporation with 
respect to the class of shares to which the shares so ac- 
quired belong that the number of shares so acquired is of 
the number of issued shares of the class, 


subsection (1) is not applicable to a dividend paid by the 
payer corporation to the receiving corporation. 


(12) Idem — For the purpose of this section, dividends paid 
by a payer corporation in the control period before the control 
was acquired shall be deemed'to have been paid out of desig- 
nated surplus. 


(13) “Designated surplus” defined — In this section, “des- 
ignated surplus” at any particular time after.1971 of a corpo- 
ration resident in Canada means, 


(a) where control of the corporation: was acquired before 
the end of the corporation’s 1972 taxation year, the 
amount, if any, by which the aggregate of 


(i) the lesser of 


(A) the amount in respect of the corporation that 
would be determined at the end of 1971 under 
subparagraph 28(6)(b)(ii) of the Act as it read in 
its application to the 1971 taxation year if the 
provisions of this Act, as it so read were applica- 
ble to the corporation’s 1972 taxation year, and 


(B) the amount, if any, by which 


(I) the amount .that the corporation’s 1971 
undistributed income on hand would be at 
the commencement of ©1972 if subsection 
196(4) were read without reference to 
paragraphs (c) and (f) thereof, 


exceeds 


(I) the amount of the corporation’s earnings 
for the control period that was available for 
the payment of dividends (within the mean- 
ing assigned by subsection 28(5) of this Act 
as it read in its application to the 1971 taxa- 
tion year) at the end of 1971, and 


(ii) where control of the corporation was acquired af- 
ter 1971, all taxable dividends received by the corpo- 
ration in the control period after 1971 and before the 
particular time from corporations resident in Canada 
and controlled by it, to the extent that the dividends 


(A) were not paid out of designated surplus, and 


(B) would have been paid out of designated sur- 
plus on the assumption made by subsection (10) 
with respect to the corporation, 


exceeds the aggregate of 
(iii) the amount, if any, by which 


(A) the aggregate of all amounts each of which 
is an amount on which the corporation has, 
before the particular time, elected to pay tax 
under Part IX, 


exceeds 


(B) the amount in respect of the corporation de- 
termined under subclause (i)(B)(II), and 


(iv) all taxable dividends paid by the corporation af- 
ter 1971 to the extent that they were paid out of des- 
ignated surplus; and 
(b) in any other case, the amount, if any, by which the 
aggregate of 


(i) the corporation’s 1971 undistributed income on 
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hand at the particular time, 


(ii) the corporation’s post-1971 undistributed surplus 
at the end of its last taxation year before the control 
was acquired, and 


(i11) all taxable dividends received by the corporation 
in the control period and before the particular time 
from corporations resident in Canada and controlled 
by it, to the extent that the dividends 


(A) were not paid out of designated surplus, and 


(B) would have been paid out of designated sur- 
plus on the assumption made by subsection (10) 
with respect to the corporation, 


exceeds the aggregate of 
(iv) the amount, if any, by which 


(A) the aggregate of amounts that would be de- 
termined at the end of the corporation’s 1971 
taxation year under subparagraphs 82(1)(a)(i) to 
(vil) of this Act as it read in its application to the 
1971 taxation year if 


(1) paragraph 82(1)(a) thereof were read 
without reference to subparagraph (iii) 
thereof, and 


(II) references in paragraph 82(1)(a) (except 
clause (vii)(A)) thereof to “1917” were read 
as references to “1950”, 


exceeds 


(B) the aggregate of the incomes (within the 
meaning of this Act as it read in its application 
to the 1971 taxation year) of the corporation for 
taxation years beginning with the 1950 taxation 
year and ending with the 1971 taxation year, 


(v) all amounts received by the corporation after its 
1971 taxation year and before 1972 that would, 
within the meaning of this Act as it read in its appli- 
cation to the 1971 taxation year, be dividends re- 
ceived or deemed to have been received by it, 


(vi) 2 times the amount, if any, of the corporation’s 
refundable tax on hand (within the meaning assigned 
by subsection 129(3)) at the end of its last taxation 
year before the control was acquired, and 


(vii) all taxable dividends paid by the corporation af- 
ter 1971 to the extent that they were paid out of des- 
ignated surplus. 


(14) Life insurance corporation — Notwithstanding any- 
thing contained in subsection (13), the designated surplus of a 
life insurance corporation at any time means the amount that 
is at the credit of its shareholders’ account at that time. 


(15) “Post-1971 undistributed surplus” defined — For the 
purposes of this section, a corporation’s “‘post-1971 undistrib- 
uted surplus” at the end of any particular taxation year means 
the aggregate of its incomes for taxation years beginning with 
the 1972 taxation year and ending with the particular year, 
minus the aggregate of the following amounts: 


(a) each net capital loss, non-capital loss and restricted 
farm loss of the corporation for any such year; 


(b) each expense incurred or disbursement made by the 
corporation during any such year that was not allowed as 
a deduction in computing income for any of those years 
under Part I, except an expense or disbursement 


(i) incurred or made in respect of the acquisition of 
property including eligible capital property, 


(ii) that has been added in computing the adjusted 
cost base to the corporation of any property, or 
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(iii) in respect of the repayment of loans or capital; 


(c) each taxable dividend paid by the corporation in any 
such year after 1971; and 


(d) each amount on which tax under Part II was payable 
in respect of the redemption or acquisition by the corpo- 
ration in any such year of any shares of its capital stock. 


(16) Application of ss. (15) — Where, in the case of a cor- 
poration referred to in subsection 66(6), 66.1(4) or 66.2(3) as 
a “predecessor corporation”, subsection (15) is being applied 
to determine the post-1971 undistributed surplus of the corpo- 
ration at any particular time after such time after 1971 as all 
or substantially all of the property of the corporation de- 
scribed in subsection 66(6), 66.1(4) or 66.2(3) has been ac- 
quired as described in that subsection, there shall not be in- 
cluded in the amount or amounts deductible under any 
paragraph of subsection (15) any amount in respect of ex- 
penses incurred by the corporation included in the aggregate 
or amount, as the case may be, determined under paragraph 
66(6)(a), 66.1(4)(a) or 66.2(3)(a), as the case may be. 


(17) Idem — For the purposes of computing 


(a) a corporation’s earnings for a control. period under 
subsection (9), and 


(b) a corporation’s post-1971 undistributed surplus under 
subsection (15), 


the incomes and non-capital losses of the corporation shall be 
deemed to be the amount that they. would have been if para- 
graph .20(1)(v.1). and subsection, 65(1) had not been 
applicable. 


(18) Idem — For the purpose of computing a corporation’s 
post-1971 undistributed surplus under subsection (15) at the 
end of a particular taxation year, there shall be added the 
amount of any loss of the corporation, for a taxation year end- 
ing before or in that year, from a farming business to the ex- 
tent that the amount of such loss was added by virtue of para- 
graph 53(1)(j) in computing the adjusted cost base to the 
corporation, immediately before the disposition by it of land 
used in the farming business, of the land so disposed of by it. 


(19) Acquisition of assets, etc., of insurance corpora- 
tion — Where all of the assets and liabilities of an insurance 
corporation incorporated under or pursuant to the laws of a 
province (in this subsection referred to as the “old corpora- 
tion”) have, at a time when the corporation had post-1971 un- | 
distributed surplus or 1971 undistributed income on hand, 
been acquired by an insurance corporation incorporated under 
or pursuant to an Act of the Parliament of Canada (in this 
subsection referred to as the “new corporation”) under an ar- 
rangement whereby it is contemplated that the new corpora- 
tion will carry on the business formerly carried on by the old 
corporation, and the paid-up capital of the new corporation 
was not, at the time of the acquisition of such assets and lia- 
bilities, less than the paid-up capital of the old corporation at 
that time, the post-1971 undistributed surplus or 1971 undis- 
tributed income on hand, as the case may be, of the new cor- 
poration immediately after that time as determined under this 
Act shall be deemed to be the amount otherwise determined 
thereunder plus the amount of the post-1971 undistributed 
surplus or 1971 undistributed income on hand, as the case 
may be, of the old corporation immediately prior to that time. 


(20) Dividend received by exempt person — No tax is 
payable under this Part by a corporation in respect of a divi- 
dend received by it at a time when it was a person exempt 
from tax under section 149. 


193. (1) Information returns — Every person liable to pay 
tax under this Part on any dividend received by him in a taxa- 
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tion year shall, on or before the day on or. before which he is 
required to file his return of income under Part I for the year, 
file a return for the year under this Part in prescribed form. _ 


(2) Interest — Where a person is liable to pay tax under this 
Part and has failed to pay all or any part thereof on the day on 
or before which he was required to pay the tax, he shall, on 
payment of the amount in default, pay interest at a prescribed 
rate per annum from the day on or before which he was re- 
quired to make the payment to the day of payment. 


(3) Provisions applicable to Part — Sections 151, 152 and 
162 to 167, and Division J of Part I are applicable mutatis 
mutandis to this Part: 


Subsec. 192(17) substituted by 1976-77, c. 4, s. 66, applicable to 
calculations of earnings for a control period or designated surplus in 
respect of dividends paid after May 6, 1974. Subsec. 192(17) for- 
merly read: 


(17) For the purpose of computing a corporation’s post-1971 
undistributed surplus under subsection (15), the income of the 
corporation for a year shall be deemed to be the amount that 
it would have been applicable. 


Subsec. 192(16) substituted by 1974-75-76, c: 26, s: 111, applicable 
to 1974 et seg. Subsec: 192(16) formerly read: 


(16) Where, in the case of a corporation referred to in subsec- 
tion 66(6) as a “predecessor corporation’’, subsection (15) is 
being applied to determine the post-1971 undistributed sur- 
plus of the corporation at any particular time after such time 
after 1971 as all or substantially all of the property of the cor- 
poration described in subsection 66(6) has been acquired as 
described in that subsection, there shall not be included in the 
amount or amounts, deductible under any paragraph of sub- 
section (15) any amount in respect of expenses incurred by 
the corporation included in the aggregate determined under 
paragraph 66(6)(a). 


Part vill— Refundable Tax 

on Corporations in respect 

of Scientific Research and 

Experimental Development 
Tax Credit 


194. (1) Corporation to pay tax — Every corpo- 
ration shall pay a tax under this Part for a taxation 
year equal to 50% of the total of all amounts each of 
which is an amount designated under subsection (4) 
in respect of a share or debt obligation issued by it in 
the year or a right granted by it in the year. 


Related Provisions: 227.1(1) — Liability of directors for unpaid 
Part VIII tax. 


Selected Cases [subsec. 194(1)]: Revelations Research Ltd. v. 
MNR, [1992] 1 C.T.C. 2136 (TCC) (Development of “synthetic in- 
telligence” hardware system not “scientific research and experimen- 
tal development’); Bechthold Resources Ltd. v. MNR, [1986] 1 
C.T.C. 195 (FCTD) (Assessment can be made before return: re- 
quired to be filed; liability does not depend on notice of assess- 
ment); WTC Western Technologies Corp. v. MNR, [1986] 1 C.T.C. 
110 (FCTD) (Filing return is condition precedent before assessment 
under Part VIII could issue; assessment and requirement to pay 
quashed). 


(2) Definition of “Part VIIl refund” — In this 
Act, the “Part VIII refund” of a corporation for a tax- 
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ation year means an amount equal to the lesser of 
(a) the total of 


(i) the amount, if any, by which the scientific 
research and experimental development tax 
credit of the corporation for the year exceeds 
the amount, if any, deducted by it under sub- 
section 127.3(1) from its tax otherwise paya- 
ble under Part I for the year, and 


(ii) such amount as the corporation may claim, 

not exceeding 50% of the amount, if any, by 

which 

~~ (A) the total of all expenditures made by it 
after April 19, 1983 and in the year or the 
immediately preceding taxation year each 
of which is an expenditure (other than an 
expenditure prescribed for. the purposes of 
the definition “qualified expenditure” in 
subsection 127(9)) claimed under para- 
graph 37(1)(a) or (b) to the extent that the 
expenditure is specified by the corporation 
in its return of income under Part I for the 
year 


exceeds the total of 


(B) the total, of all expenditures each of 
which is an expenditure made by it in the 
immediately preceding taxation year, to 
the extent that the expenditure was in- 
cluded in determining the total under 
clause (A) and resulted in 


(1):a refund to it under this Part for the 
immediately preceding taxation year, 


(II) a deduction by it under subsection 
37(1) for the immediately preceding 
taxation year, or 


(III) a deduction by it under subsection 
127(5) for any taxation year, and 


(C). twice the portion of the total. of 
amounts each of which is an amount de- 
ducted by it in computing its income for 
the year or the immediately preceding tax- 
ation year under section 37.1 that.can rea- 
sonably be considered to relate to expendi- 
tures that were included in determining the 
total under clause (A), and 


(b) the refundable Part VIII tax on hand of the 
corporation at the end of the year. 
Related Provisions: 37(1)(g) — Reduction of amount deducti- 
ble; 87(2)(1) — Amalgamations — continuation; 248(1)“Part VIII 
refund” — Definition applies to entire Act. 
Pre-RSC History: Cl. 194(2)(a)(@i)(A) amended to substitute “an 
expenditure (other than an expenditure prescribed for the purposes 
of the definition “qualified expenditure’ in subsection 127(9)), 
claimed” for “an expenditure, other than an expenditure prescribed 
for the purposes of paragraph 127(10.1)(c), claimed”, by 1985, c. 
45, s. 105, applicable to 1985 et seq. 


(3) Definitions — In this Part, 


“debt obligation” has the meaning assigned by par- 
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agraph (d) of the description of A in the formula 
found in the definition “scientific research and ex- 
perimental development tax credit” in subsection 
LWA bm) PAH 

Origin of subsec. 194(3)“debt obligation”: R.S.C. 1985, c. 1 
(Sth Supp.). Formerly included in subpara. 127.3(2)(a)(iv) (now 
para. 127.3(2)“scientific research and experimental development tax 
credit” A(d)). 


“refundable Part VIII tax on hand” of a corpora- 
tion at the end of a taxation year means the amount, 
if any, by which 


(a) the total of the taxes payable by it under this 
Part for the year and all preceding taxation years 


exceeds 


(b) the total of its Part VIII refunds for all preced- 
ing taxation years. 


Related Provisions: 248(1)“refundable Part VIII tax on hand” — 
Definition applies to entire Act. 


(4) Corporation may designate amount — 
Every taxable Canadian corporation may, by filing a 
prescribed form with the Minister at any time on or 
before the last day of the month immediately follow- 
ing a month in which it issued a share or debt obliga- 
tion or granted a right under a scientific research and 
experimental development financing contract (other 
than a share or debt obligation issued or a night 
granted before October, 1983, or a share in respect 
of which the corporation has, on or before that day, 
designated an amount under subsection 192(4)) des- 
ignate, for the purposes of this Part and Part I, an 
amount in respect of that share, debt obligation or 
right not exceeding the amount by which 


(a) the amount of the consideration for which it 
was issued or granted, as the case may be, 


exceeds 


(b) in the case of a share, the amount of any assis- 
tance (other than an amount included in comput- 
ing the scientific research and experimental de- 
velopment tax credit of a taxpayer in respect of 
that share) provided, or to be provided by a gov- 
ernment, municipality or any other public author- 
ity in respect of, or for the acquisition of, that 
share. 
Related Provisions: 127.3(9)— Election re first holder; 
127.3(10) — Calculation of consideration; 195(2) — Corporation to 
make payment on account of tax; 195(3), (4) — Interest on amount 
in default; 195(7) — Avoidance of tax. 


Selected Cases [subsec. 194(4)]: Eta Performance Systems 
Corp. v. MNR, [1993] 1 C.T.C. 2710 (TCC) (Scientific research 
does not include routine data collection or research in social sci- 
ences or humanities); Groupmark Canada Ltd. v. Canada, [1993] 1 
C.T.C. 234 (FCTD) (Amounts paid to related company before and 
after SRTC note issued were “consideration” for note); United Eq- 
uities Ltd. v. MNR, [1992] 2 C.T.C. 214 (FCTD) (Taxpayer eligible 
for scientific research tax credit despite late filing since require- 
ments for remedying delay met). 


Regulations: 226 (information return). 


(4.1) Computing paid-up capital after desig- 
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nation — Where a corporation has designated an 
amount under subsection (4) in respect of shares is- 
sued at any time after May 23, 1985, in computing, 
at any particular time after that time, the paid-up 
capital in respect of the class of shares of the capital 
stock of the corporation that includes those shares 


(a) there shall be deducted the amount, if any, by 
which 
(i) the increase as a result of the issue of those 
shares in the paid-up capital in respect of all 
shares of that class, determined without refer- 
ence to this subsection as it applies to those 
shares, 


exceeds 


(ii) the amount, if any, by which the total 
amount of consideration for which those 
shares were issued exceeds 50%. of the 
amount designated by the corporation under 
subsection (4) in respect of those shares; and 


(b) there shall be added an amount equal to the 
lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid by the corporation after 
May 23, 1985 and before the particular 
time 

exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(11) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect of that class of shares after May 23, 
1985 and before the particular time. 


Related Provisions: 127.3(6)— Deemed cost of designated 
share, debt obligation or right. 


Pre-RSC History: Subsec. 194(4.1) added by 1986, c. 6, s. 103, 
applicable after May 23, 1985. 


(4.2) Where amount may not be designated — 
Notwithstanding subsection (4), no amount may be 
designated by a corporation in respect of 


(a) a share issued by the corporation after Octo- 
ber 10, 1984, other than 


(i) a qualifying share issued before May 23, 
1985, or 
(ii) a qualifying share issued after May 22, 
1985 and before 1986 
(A) under the terms of an agreement in 
writing entered into by the corporation 
before May 23, 1985, other than pursuant 
to an option to acquire the share if the op- 


tion was not exercised before May 23, 
1985, or 
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(B) as part of a lawful distribution to the 
public in accordance with a prospectus, 
preliminary prospectus or registration 
statement filed before May 24, 1985 with a 
public authority in Canada pursuant to and 
in accordance with the securities legisla- 
tion of Canada or of any province and, 
where required by law, accepted for filing 
by that public authority; 


(b) a share or debt obligation issued or a right 
granted by the corporation after October 10, 
1984, other than a share or debt obligation issued 
or a right granted before 1986 


(i) under the terms of an agreement in writing 
entered into by the corporation before October 
11, 1984, other than pursuant to an option to 
acquire the share, debt obligation or right if 
the option was not exercised before October 
11, 1984, or 


(ii) where arrangements, evidenced in writing, 
for the issue of the share or debt obligation or 
the granting of the right were substantially ad- 
vanced before October 10, 1984; or 
Selected Cases [subpara. 194(4.2)(b)(ii)]:; Mort (C.L.) v. Can- 
ada, [1993] 1 C.T.C. 99 (FCTD). (Financing arrangements -were 


“substantially advanced” when moratorium on SRTC program an- 
nounced and qualified for grandfathering). 


(c) a share or debt obligation issued, or a right 
granted, at any time after June 15, 1984, by a cor- 
poration that was an excluded corporation (within 
the meaning assigned by subsection 127.1(2)) at 
that time. 


Pre-RSC History: Subsec. 194(4.2) added by 1986, c. 6, 's. 103. 


Selected Cases [subsec. 194(4.2)]: First Fund Genesis Corpo- 
ration v. Canada, [1991] 2 C.T.C. 14 (FCTD) (Valid designation 
where purchase “substantially advanced” prior to statutory 
deadline). 


(5) Presumption — For the purposes of this Act, 
the Part VIII refund of a corporation for a taxation 
year shall be deemed to be an amount paid on ac- 
count of its tax under this Part for the year on the last 
day of the second month following the end of the 
year. 

Selected Cases [subsec. 194(5)]: Groupmark Canada Ltd. v. 
Canada, [1993] 1 C.T.C. 234 (FCTD) (Amounts paid to related 


company before and after SRTC note issued were “consideration” 
for note). 


(6) Definition of “scientific research and 
experimental development financing con- 
tract” — In this Part, “scientific research and exper- 
imental development financing contract” means a 
contract in writing pursuant to which an amount is 
paid by a person to a corporation as consideration for 
the granting by the corporation to that person of any 
right, either absolute or contingent, to receive in- 
come, other than interest or dividends. 


(7) Late designation — Where a taxable Cana- 
dian corporation that issued a share or debt obliga- 
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tion or granted a right under a scientific research and 
experimental development financing contract does 
not designate an amount under subsection (4) in re- 
spect of the share, debt obligation or right on or 
before the day on or before which the designation 
was required by that subsection, the corporation shall 
be deemed to have made the designation on that day 
if 
(a) the corporation has filed with the Minister a 
prescribed information. return relating to the sci- 
entific research and experimental development 
tax credit in respect of the share, debt obligation 
or right within the time that it would have been so 
required to file the return had the designation 
been filed on that day, and 


(b) within 3 years after that day, the corporation 
has 


(i) designated an amount in respect of the 
share, debt obligation or right by filing a pre- 
scribed form. with the Minister, and 


(ii) paid to the Receiver General, at the time 
the prescribed form referred to in subpara- 
graph (i) is filed, an amount that is a reasona- 
ble estimate of the penalty payable by the cor- 
poration for the late designation in respect of 
the share, debt obligation or right, 


except that, where the Minister has mailed a notice 
to the corporation that a designation has not been 
made in respect of the share, debt obligation or right 
under subsection (4), the designation and payment 
described in paragraph (b) must be made by the cor- 
poration on or before the day that is 90 days after the 
day of the mailing. 

Pre-RSC History: Subpara. 194(7)(b)(ii) substituted by 1984, c. 
45, s. 82, to add “at the time the prescribed form referred to in sub- 
paragraph (i) is filed” and to substitute “estimate of the penalty” for 


“estimate of the amount of the penalty”, applicable after September 
1983. 


Selected Cases [subsec. 194(7)]: Spiegel v. Canada, [1997]. 1 
C.T.C. 2587 (TCC) (Curative provisions to be given liberal con- 
struction); United Equities Ltd. v. MNR, [1992] 2 C.T.C. 214 
(FCTD) (Taxpayer eligible for scientific research tax credit despite 
late filing since requirements for remedying delay met). 


Regulations: 226(2) (prescribed information return). 


Forms: T661: Claim for scientific research and experimental de- 
velopment expenditures carried on in Canada. 


(8) Penalty for late designation — Where, pur- 
suant to subsection (7), a corporation made a late 
designation in respect of a share or debt obligation 
issued, or a right granted, in a month, the corporation: 
shall pay, for each month or part of a month that 
elapsed during the period beginning on the last day 
on or before which an amount could have been des- 
ignated by the corporation under subsection (4) in re- 
spect of the share, debt obligation or right and end- 
ing on the day that the late designation is made, a 
penalty for the late designation in respect of the 
share, debt obligation or right in an amount equal to 
1% of the amount designated in respect of the share, 
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debt obligation or nght, except that the: maximum 
penalty payable under this subsection by the corpo- 
ration for a month shall not exceed $500. 


Selected Cases [subsec. 194(8)]: United Equities Ltd. v. MNR, 
[1992] 2.C.T.C. 214 (FCTD) (Taxpayer eligible for scientific re- 
search tax credit despite late filing since requirements for remedy- 
ing delay met). 


(9) Restriction — Where at any time a corporation 
has designated an amount under subsection (4) in re- 
spect of a share, debt obligation or right, no amount 
may be designated by the corporation at any subse- 
quent time in respect of that share, debt obligation or 
right. 

Pre-RSC History [s. 194]: The expression “scientific research 
and experimental development” substituted for “scientific research” 
by 1986, c: 6, subsec. 15(3), applicable with respect to taxation 
years ending after May 23, 1985. See also “History of Part VIII” at 
end of this Part. 


Definitions [s. 194]: “amount” — 248(1); “Canada” — 255; 
“class of shares” — 248(6); “corporation” — 248(1), Interpretation 
Act 35(1); “debt obligation” —194(3); “dividend”, “Minister” — 
248(1); “paid-up capital” — 89(1), 248(1); “person” — 127.3(7), 
248(1); “prescribed” — 248(1); “qualifying share’ — 192(6); “re- 
fundable Part VUI tax on hand” — 194(3):-“‘scientific research and 
experimental. development financing contract” 194(6); 
“share” — 248(1); “taxable Canadian corporation” — 89(1), 
248(1); “taxation year” — 249; “writing” — Interpretation Act 
35(1). 


Interpretation Bulletins [s. 194]: IT-151R4: Scientific research 
and experimental development expenditures. 


195. (1) Corporation to file return — Every cor- 
poration that is liable to pay tax under this Part for a 
taxation year shall, on or before the day on or before 
which it is required to file its return of income under 
Part I for the year, file with the Minister a return for 
the year under this Part in prescribed form. 

Selected Cases [subsec. 195(1)]: WTC Western Technologies 
Corp. v. MNR, [1986] 1 C.T.C. 110 (FCTD) (Filing return is condi- 


tion precedent before assessment under Part VIII could issue; as- 
sessment and requirement to pay quashed). 


Forms: T2115: Corporation Part VII tax return. 


(2) Corporation to make payment on account 
of tax — Where, in a particular month in a taxation 
year, a corporation issues a share or debt obligation, 
or grants a right, in respect of which it designates an 
amount under section 194, the corporation shall, on 
or before the last day of the month following the par- 
ticular month, pay to the Receiver General on ac- 
count of its tax payable under this Part for the year 
an amount equal to 50% of the total of all amounts 
so designated. 

Selected Cases [subsec. 195(2)]: Eta Performance Systems 
Corp. v. MNR, [1993] 1 C.T.C. 2710 (TCC) (Scientific: research 
does not include routine data collection or research in social sci- 
ences or humanities); GR Block Research & Development. (1981) 
Corp. v. MNR, [1987] 1 C.T.C. 253 (FCTD) (Assessments must be 
appealed through statutory procedure; liability to pay. tax arises 
before assessment has been made); Optical Recording Corp. v. The 
Queen, [1986] 2 C.T.C. 454 (FCTD) (Order quashing assessment 
and seizure conditional on result. of Crown’s appeal). 
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(3) Interest — Where a corporation is liable to pay 
tax under this Part and has failed to pay all or any 
part or instalment thereof on or before the day on or 
before which the tax or instalment, as the case may 
be, was required to be paid, it shall pay to the Re- 
ceiver General interest at the prescribed rate on the 
amount that it failed to pay computed from the day 
on or before which the amount was required to be 
paid to the day of payment. 


Related Provisions: 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 195(3) substituted by 1985, c. 45, 
subsec. 106(1). Subsec. 195(3) formerly read: 


(3) Interest on amount in default — Where a corporation is 
liable to pay tax under this Part and has failed to pay all or 
any part or instalment thereof on or before the day on or 
before which it was required to pay the tax, it shall, on pay- 
ment of the amount in default, pay interest thereon at the pre- 
scribed rate for the period beginning on the day following the 
day on or before which it was required to make the payment 
and ending on the day of payment. 


Regulations: 4301(a) (prescribed rate of interest). 


(4) Idem — For the purposes of computing interest 
payable by a corporation under subsection (3) for 
any month or months in the period commencing on 
the first day of a taxation year and ending two 
months after the last day of the year in which period 
the corporation has designated an amount under sec- 
tion 194 in respect of a share or debt obligation is- 
sued, or right granted, by it in a particular month in 
the year, the corporation shall be deemed to have 
been liable to pay, on or before the last day of the 
month immediately following the particular month, a 
part or an instalment of tax for the year equal to that 
proportion of the amount, if any, by which its tax 
payable under this Part for the year exceeds its Part 
VIIf refund for the year that 


(a) the total of all amounts so designated by it 
under section 194 in respect of shares or debt ob- 
ligations issued, or rights granted, by it in the par- . 
ticular month 
is of 
(b) the total of all amounts so designated by it 
under section 194 in respect of shares or debt ob- 
ligations issued, or rights granted, by it in the 
year. 
Pre-RSC History: All that portion of subsec. 195(4) preceding 
para. (a) amended to substitute “period commencing on the first day 
of a taxation year and ending two months after the last day of the 


year” for “14 month period ending 2 months after the end of a taxa- 
tion year” by 1985, c. 45, subsec. 106(2), applicable to 1986 ef seg. 


(5) Evasion of tax — Where a corporation that is 
liable to pay tax under this Part in respect of a share 
or debt obligation issued or a right granted by it 
wilfully, in any manner whatever, evades or attempts 
to evade payment of the tax and a purchaser of the 
share, debt obligation or right or, where the pur- 
chaser is a partnership, a member of the partnership 
knew or ought to have known, at the time the share, 
debt obligation or right was acquired, that the corpo- 
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ration would wilfully evade or attempt to evade the 
tax, for the purposes of section 127.3, the share, debt 
obligation or right shall be deemed not to have been 
acquired. 


(6) Undue deferral — Where, in a transaction or 
as part of a series of transactions, a taxpayer acquires 
a share or debt obligation of a corporation or a right 
granted by a corporation and the corporation is con- 
trolled (within the meaning assigned by subsection 
186(2)) by the taxpayer and it may reasonably be 
considered that one of the main. purposes of the ac- 
quisition was to reduce for a. period interest on the 
taxpayer’s liability for tax under this Part, the share, 


debt obligation or right shall, for the purposes of this - 


Part (other than. this subsection) and section 127.3, 
be deemed not to have been acquired by the taxpayer 
and not to have been issued or granted, as the case 
may be, by the corporation until the end of. that 
period. 


(7) Avoidance of tax — Where, as part of a series 
of transactions or events one of the main purposes of 
which may reasonably be considered to be the avoid- 
ance of tax that might otherwise have been or be- 
come payable under Part II of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
by any corporation, a particular corporation has is- 
sued a share or debt obligation or granted a right in a 
taxation year in respect of which it has designated an 
amount under subsection 194(4), the particular cor- 
poration shall, on or before the last day of the second 
month after the end of the year, pay a tax under this 
Part for the year equal to 125% of the amount of tax 
under Part II of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, that is or may 
be avoided by reason of the series of transactions or 
events, 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(7.1) Tax on excess — Where a corporation has in 
a taxation year made an election under subsection 
127.3(9) in respect of any share or debt obligation 
that was part of a distribution of shares or debt obli- 
gations referred to in that subsection and, at the end 
of that year or any subsequent taxation year, 


(a) the total of the amounts designated under sub- 
section 194(4) in respect of those shares or debt 
obligations as evidenced by the prescribed infor- 
mation returns required by regulation to be filed 
with the Minister by a taxpayer other than the 
corporation 


exceeds 


(b) the total of the amounts designated under sub- 
section 194(4) in respect of those shares or debt 
obligations acquired by the taxpayer and in re- 
spect of which another taxpayer was required by 
regulation to provide the taxpayer with a_ pre- 
scribed information return relating to the designa- 


S. 195 


tion under that subsection, 


the taxpayer is liable to pay.a tax under this Part, for 
the taxation year at the end of which there is such an 
excess, equal to 50% of the excess, which tax is to 
be paid to the Receiver General within 60 days after 
the end of the taxation year, and the excess shall be 
included in determining the total under paragraph (b) 
for any taxation a of the pany subsequent to 
that year. 


Pre-RSC History: Subsec. 195(7:1) added oe 1984, ¢.45, s. 83, 
applicable after September 1983. } 


(8) Provisions applicable to Part — Sections 
151, 152, 158 and 159, subsection 161(11); sections 
162 to 167 (except subsections 164(1.1) to (1.3)) and 
Division J of Part Tare applicable to this Part with 
such modifications as the circumstances require and, 
for greater certainty, the Minister may assess, before 
the end of a taxation year, an amount payable under 
this Part for the year. 


Pre-RSC History: Subsec. 195(8) substituted by 1986, c. 24, s. 1, 
applicable to amounts assessed after March 26,1986. Subsec. 
195(8) formerly read: 


(8) Provisions applicable to Part — Sections 151, 152, 158 
and 159, subsection 161(11), sections 162 to 167 and Divi- 
sion J of Part I are applicable to this Part with such modifica- 
tions as the circumstances require. 


Subsec. 195(8) amended by 1986, c. 6, s. 104, to add reference to 
subsection 161(11). See also “History of Part VIII” below. 


Definitions [s. 195]: “amount” —.248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Minister” — 248(1); “person” — 
127.3(7), 248(1); “prescribed”, “‘series..of transactions: or-events”, 
“share” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Pre-RSC History [Part VIII]: Part VIII (ss. 194, 195) enacted by 
1984, c..1, subsec.95(1), applicable after September 1983, except 
that any designation under subsec. 192(4) made on or before the day 
that is 90 days after January 19,1984 shall be deemed to have been 
made on or before the day referred to in subsec. 194(4). 


Pre-RSC History [former Part VIII]: Part VII (ss. 194, 195) 
repealed by 1977-78, c. 1, s. 88, applicable to dividends paid or re- 
ceived after March 31, 1977. Part VIII formerly read: 


Part vill— Tax on Corporation 
Paying Dividend out of 
Designated Surplus 


194. (1) Tax on corporation where dividend paid out of 
designated surplus — Where a: corporation, other than a 
non-resident-owned investment corporation, has at any time 
in a taxation year and after 1971 paid a taxable dividend to a 
shareholder that controlled the corporation and that was 


(a) a non-resident corporation or a non-resident-owned 
investment corporation, or 


(b) a person exempt from tax under section 149, 


the: whole or, any part of which dividend would, if Part. VII 
were applicable, be regarded as having been paid out of des- 
ignated. surplus of the corporation as. determined under. that 
Part, the corporation shall, on or before the day on or. before 
which it is required to file a return of income under Part I for 
the taxation year in which the dividend was paid, pay a tax 
under this Part equal to 


(c) in any case where paragraph (a) ‘applies, 15%, and 
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(d) in any other case, 33'/3%, 


of the amount of the dividend or, as the case may be, the part 
thereof that would, if Part VII were applicable, be regarded as 
having been so paid. 


(2) Determination of payment of dividend — For the pur- 
pose of determining whether a dividend or any part thereof 
would, if Part VII were applicable, be regarded as having 
been paid out of designated surplus of a corporation as deter- 
mined under that Part, where the corporation was controlled 
by a person described in paragraph (1)(b) that person shall, at 
all times relevant to the determination, be deemed to have 
been a corporation. 


(3) Where corporation controlled — For the purposes of 
this section, a corporation is controlled by a person described 
in paragraph (1)(a) or (b) if more than 50% of its issued share 
capital (having full voting rights under all circumstances) be- 
longs to that person, to persons with whom that person does 
not deal at arm’s length, or to that person and persons with 
whom that person does not deal at arm’s length. 


(4) Idem — For the purposes of subsection (3), issued share 
capital of a corporation belonging to or held by a trustee or 
one or more other persons beneficially for owners or mem- 
bers of an organization, club, society or other unincorporated 
association that is a person exempt from tax under section 
149 shall be deemed to be issued share capital of the corpora- 
tion belonging to the organization, club, society or other asso- 
ciation, as the case may be, as a person so exempt. 


(5) Deemed to be dividend — Where section 15 or subsec- 
tion 56(2) would, if Part I were applicable, require an amount 
to be included in computing a shareholder’s income, that 
amount shall, for the purposes of this Part, be deemed to have 
been paid to the shareholder as a dividend. 


(6) Exception where shares acquired by gift or be- 
quest — No tax is payable under this Part where the payer 
corporation was, at the time a particular dividend was paid by 
it, controlled by a person exempt from tax under section 149, 
if all of the issued share capital of the corporation (having full 
voting rights under all circumstances) that, during the period 
defined in subsection 192(8) as the “control period”, be- 
longed to that person, to persons with whom that person did 
not deal at arm’s length, or to that person and persons with 
whom that person did not deal at arm’s length, were acquired 
by that person or those persons by way of unconditional gift 
or unconditional bequest. 


195. (1) Interest — Where a corporation is liable to pay tax 
under this Part and has failed to pay all or any part thereof on 
or before the day on or before which it was required to pay 
the:tax, it shall, on payment of the amount in default, pay 
interest at a prescribed rate per annum from the day on or 
before which it was required to make the payment to the day 
of payment. 


(2) Information return — Every corporation that is liable to 
pay tax under this Part shall, on or before the day on or before 
which it is required to pay the tax, file a return of information 
in prescribed form relevant to the transaction or transactions 
giving rise to such tax. 


(3) Provisions applicable to part — Sections 151, 152 and 
162 to 167, and Division J of Part I are applicable mutatis 
mutandis to this Part. 
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Part IX — Tax on Deduction 
under Section 66.5 


196. (1) Tax in respect of cumulative offset 
account — Every corporation shall pay a tax under 
this Part for each taxation year equal to 30% of the 
amount deducted under subsection 66.5(1) in com- 
puting its income for the year. 


Related Provisions: 18(1)(t) — Tax is non-deductible. 


(2) Return — Every corporation that is liable to pay 
tax under this Part for a taxation year shall file with 
the Minister, not later than the day on or before 
which it is required under section 150 to file a return 
of its income for the year under Part I, a return for 
the year under this Part in prescribed form contain- 
ing an estimate of the amount of tax payable by it 
under this Part for the year. 


Related Provisions: 150.1(5) — Electronic filing. 


Forms: T2099: Part IX tax return in respect of amounts deducted 
under subsection 66.5(1). 


(3) Instalments — Where a corporation is liable to 
pay tax for a taxation year under this Part, the corpo- 
ration shall pay in respect of the year, to the Re- 
ceiver General 


(a) on or before the last day of each month in the 
year, an amount equal to '/12 of the amount of tax 
payable by it under this Part for the year; and 


(b) the remainder, if any, of the tax payable by it 
under this Part for the year, on or before the end 
of the second month following the end of the 
year. 


Information Circulars: 81-11R3: Corporate instalments. 


(4) Provisions applicable to Part — Sections 
152, 158 and 159, subsections 161(1) and (2), sec- 
tions 162 to 167 and Division J of Part I are applica- 
ble to this Part, with such modifications as the cir- 
cumstances require. 

Pre-RSC History [Part IX]: Part IX (s. 196) enacted by 1986, c. 
2, S. 24, applicable to 1985 et seg. 

Definitions [Part IX]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Minister”, “prescribed” — 
248(1); “tax payable” — 248(2); “taxation year” — 249. 

Pre-RSC History [former Part IX]: Part IX (ss. 196, 197) re- 
pealed by 1977-78, c. 1, s. 88, applicable after December 31, 1978 
except for the purpose of making a retroactive election pursuant to 
that Part in respect of a dividend payable before 1979 in respect of 


which an election was made under section 83. Part IX formerly 
read: 


Part Ix — TAX ON 1971 
UNDISTRIBUTED INCOME ON 
HAND 


196. (1) Election by corporation resident in Canada — A 
corporation resident in Canada may, at any time after 1971, 
elect, in prescribed manner and in prescribed form to be as- 
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sessed and to pay a tax under this Part of 15% on 


(a) such amount as the corporation claims in its election, 
not exceeding the amount, if any, of its 1971 undistrib- 
uted income on hand immediately before that time; or 


(b) the full amount of its 1971 undistributed income on 
hand immediately before that time. 


(1.1) Retroactive Part IX elections — Where a corporation 
has made one or more elections under section 83 and has sub- 
sequently at any particular time made an election under this 
subsection, in prescribed manner and prescribed form, 
wherein it specifies one of the elections under section 83 (in 
this subsection referred, to as the “specified election’), the fol- 
lowing rules apply if, at the particular time, the corporation 
complies with the requirements (including the payment of 
any tax) of this Part in respect of the election it is deemed by 
paragraph (a) to make by virtue of its election under this 
subsection: 


(a) the corporation shall be deemed to have made, 


(i) immediately before the time immediately before 
the specified election was made, and 


(ii) after any election under this Part that was, at any 
time before the particular time, made or deemed to 
have been made, at the time referred to in subpara- 
graph (i), 

an election under subsection, (1).in respect of either 


(iii) an amount referred to in paragraph (a) thereof, if 
the corporation so claims, or 


(iv) in any other case, the amount referred to in para- 
graph (b) thereof; 


(b) any tax paid at the particular time by the corporation 
as a consequence of. its election under this subsection 
shall be deemed to have been paid by the corporation at 
the time at which the corporation is deemed by paragraph 
(a) to have made the election; and 


(c) the corporation shall pay interest at a prescribed rate 
per annum on the amount of the tax described in para- 
graph (b) from the time the specified election was made 
to the particular time. 


(2) Payment to controlling corporation of portion of 
dividend payable out of controlled corporation’s tax-paid 
undistributed surplus — Where, at any particular time after 
1971, a corporation controlled (within the meaning assigned 
by section 28 of this Act as it read in its application to the 
1971 taxation year) by a Canadian corporation throughout the 
period commencing at the end of 1971 and ending immedi- 
ately after the particular time, has paid a dividend on shares 
of its capital stock all or any part of which was payable out of 
the controlled corporation’s tax-paid undistributed surplus on 
hand, the Minister shall, on application in writing made 
before 1979 and within 2 years from the end of the calendar 
year in which the dividend was paid, pay to the controlling 
corporation an amount in respect of the dividend equal to '%/ss 
of that proportion of the lesser of 


(a) such part of the dividend so paid as was paid out of 
the controlled corporation’s tax-paid undistributed sur- 
plus on hand, and 


(b) the amount, if any, by which */i00 of the aggregate of 


(i) the amount of the controlled corporation’s earn- 
ings for a control period that was available for the 
payment of dividends at the end of its 1971 taxation 
year (within the meaning assigned by subsection 
28(5) of this Act as it read in its application to the 
1971 taxation year), and 


(ii) all amounts each of which is an amount required 
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by paragraph (4)(c) to be included in computing the 
controlled corporation’s 1971 undistributed income 
on hand at the particular time 


exceeds the aggregate of 


(iii) the aggregate of dividends paid or credited by 
the controlled corporation after 1971 and before the 
particular time, to the extent that they were payable 
out of the controlled corporation’s tax-paid undistrib- 
uted surplus on hand, and 


(iv) the amount, if any, by which 


(A) the aggregate of amounts determined under 
paragraphs 192(9)(e) to (Gi) of this Act as,it read 
on March 31, 1977 for the purposes of ;comput- 
ing the amount of the controlled corporation’s 
earnings for a control period that was available 
for payment of dividends at the particular time, 


exceeds 


(B) the aggregate of amounts determined under 
paragraphs 192(9)(b) to (d) of this Actias it read 
on March 31, 1977 for the purpose of computing 
the amount of the earnings described in clause 
| (A), | } 
that the part of the dividend received by the controlling cor- 
poration is of the whole dividend paid at the particular time 
by the controlled corporation. 


(3) Limitation on payment — Notwithstanding any other 
provision of this Part,, 


(a) in no case shall the Minister pay to a corporation 
under subsection (2) an amount in excess of '%/ss of the 
controlling corporation’s tax-paid undistributed surplus 
on hand immediately before the time the Minister is re- 
quired to make the payment; and 


(b) the Minister shall not, at any particular time, pay to a 
controlling corporation under subsection (2) any-amount 
in respect of a dividend paid to it before that time 


(i) if a dividend has become payable by the control- 
ling corporation before the particular time out of its 
1971 capital surplus on hand and the amount of that 
surplus at that time was less than the amount, if any, 
of the aggregate of amounts included ‘therein, before 
that time, by virtue of subparagraph 89(1)()(v), or 


(11) if a capital dividend has become payable before 
the particular time by the controlling corporation and 
the amount of its capital dividend account (within the 
meaning assigned by section 89) at the particular 
time was less than the amount, if any, of the aggre- 
gate of amounts included therein, before that time, 
by virtue of subparagraph 89(1)(b)(ii). 


(4) “1971 undistributed income on hand” defined — In 
this Part “1971 undistributed income on hand” of a corpora- 
tion at any particular time after 1971 means the amount, if 
any, by which the aggregate of 


(a) the amount that the corporation’s undistributed in- 
come on hand (within the meaning of this Act as it read 
in its application to the 1971 taxation year) would be at 
the end of its 1971 taxation year if 


(i) this Act as it so read were read without reference 
to subparagraph 82(1)(a)(iii) thereof, and 


(ii) references in paragraph 82(1)(a) (except clause 
(vii)(A)) thereof to “1917” were read as references to 
“1950”, 


(b) all amounts received by the corporation (other than a 
specified personal corporation within the meaning as- 
signed by subsection 57(11).of the Income Tax Applica- 
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tion Rules, 1971) after its 1971 taxation year and before 
1972 that would, within the meaning of this Act as it read 
in its application to the 1971 taxation year, be dividends 
received or deemed to have been received by it, and 


(c) all amounts each of which is an amount in respect of a 
dividend 


(i) received by the corporation after 1971 and before 
the particular time, and 


(ii) in respect of which the Minister was, before the 
particular time, required by subsection (2) to pay an 
amount to the corporation, 


equal to '/is of the amount so required to be paid to the 
corporation in respect of the dividend, 


exceeds the aggregate of 


(d) the amount that the corporation’s tax-paid undistrib- 
uted income (within the meaning of this Act as it read in 
its application to the 1971 taxation year) would be (if this 
Act as it so read were applicable to the period consisting 
of that part of the corporation’s 1972 taxation year that is 
before 1972) as of the end of 1971, 


(e) the amount that would, if this Act as it so read were 
applicable to the period consisting of that part of the cor- 
poration’s 1972 taxation year that is before 1972, be the 
aggregate of 


(i) dividends paid by the corporation after its 1971 
taxation year and before 1972, and 


(ii) dividends deemed to have been received in that 
period by its shareholders, 


that would be required to be deducted in computing the 
corporation’s undistributed income on hand at the end of 
1971, 


(f) all amounts on which the corporation has, before the 
particular time, elected to pay tax under subsection (1), 
and 


(g) the aggregate of amounts each of which is a portion 
of the dividend paid by the corporation before the partic- 
ular time that was, by virtue of paragraph 83(1)(c.1), 
deemed to be a taxable dividend. 


(5) Undistributed income on hand of life insurance cor- 
poration — Notwithstanding subsection (4), a life insurance 
corporation’s 1971 undistributed income on hand at any time 
after 1971 is the amount, if any, by which the aggregate of 


(a) the amount at the credit of its shareholders’ account at 
the end of its 1968 taxation year, and 


(b) the amount, if any, by which 


(i) the aggregate of its incomes for taxation years be- 
ginning with the 1969 taxation year and ending with 
the 1971 taxation year 


exceeds the aggregate of 


(ii) each business loss (within the meaning of this 
Act as it read in its application to the 1971 taxation 
year) sustained by the corporation in any such year, 


(iii) each expense incurred or disbursement made by 
the corporation during any such year that was not al- 
lowed as a deduction in computing income for any of 
those years under Part I of this Act as it read in its 
application to the 1971 taxation year, except an ex- 
pense incurred or disbursement made in respect of 
the acquisition of property or the repayment of loans 
or capital, 


(iv) each dividend paid by the corporation in any 
such year on any share of its capital stock, and 


(v) each amount on which tax under Part VIII of this 
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Act, as it read in its application to the 1971 taxation 
year, was payable in respect of the redemption or ac- 
quisition by the corporation in, any such year of any 
shares of its capital stock, 


exceeds the aggregate of 


(c) the amount determined under subsection (4)(d) in re- 
spect of the corporation, and 


(d) all amounts on which the corporation has, before the 
particular time, elected to pay tax under this Part. 


197. (1) Payment of tax with election — An election under 
this Part is null and void unless, when election was made, 


(a) in the case of an election under subsection 196(1) in 
respect of an amount referred to in paragraph (a) thereof, 
there was paid to the Receiver General of Canada the 
amount of the tax that the corporation elected to pay; and 


(b) in the case of an election under subsection 196(1) in 
respect of an amount referred to in paragraph (b) thereof, 
the corporation estimated the amount of its 1971 undis- 
tributed income on hand immediately before that time 
and there was paid to the Receiver General of Canada an 
amount, on account of the tax payable under this Part, 
equal to 15% of the amount so estimated. 


(1.1) Additional tax on assessment, plus interest — 
Where a corporation has made an election under subsection 
196(1) in respect of an amount referred to in paragraph (b) 
thereof and the Minister has assessed the tax payable by the 
corporation as a result of the election, the corporation shall 
pay forthwith to the Receiver General of Canada the amount, 
if any, by which that tax payable exceeds amounts previously 
paid on account of that tax and shall pay interest on that 
amount at a prescribed rate per annum from the day the elec- 
tion was made until the day of payment. 


(1.2) Penalty — Subsections 163(2) and (3) are applicable 
mutatis mutandis with respect to an election in respect of an 
amount referred to in paragraph 196(1)(b) made by a corpora- 
tion, on the assumptions, for the purposes of subsection 
163(2), that the election was a statement made as required by 
this Act and that the tax payable under this Part with respect 
to that election was tax payable for a taxation year. 


(2) Assessment of tax — The Minister shall, with all due 
dispatch, examine each election made under this Part, assess ~ 
the tax payable and send a notice of assessment to the 
corporation. 


(2.1) Consideration of application and disposition — 
Where an application has been made by or on behalf of a con- 
trolling corporation pursuant to subsection 196(2), the Minis- 
ter shall 


(a) consider the application; 


(b) determine the amount, if any, payable to the corpora- 
tion; and 


(c) send to the corporation a notice of payment and any 
amount payable to it, or a notice that no amount is paya- 
ble to it. 


(3) Provisions applicable to Part — Paragraphs 56(1)(1) 
and 60(0), subsections 152(4) and (5), sections 165 to 167 
and Division J of Part I are applicable mutatis mutandis to 
this Part and for greater certainty, those provisions as they 
relate to an assessment or reassessment and to assessing tax 
and reassessing tax, are applicable, mutatis mutandis, to a de- 
termination or redetermination and to determining and rede- 
termining amounts under this Part. 


Prior to the repeal of s. 196 (see above) subsec. 196(2) was substi- 
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tuted, para. 196(4)(g) added by. 1977-78, c. 1, subsecs. 89(1), (2), 
applicable after March 31, 1977 and before 1979. Subsec., 196(2) 
formerly read: 


(2) Payment to controlling corporation of portion of 
dividend payable out of controlled corporation's tax-paid 
undistributed surplus — Where, at any particular time after 
1971, a corporation controlled (within the meaning assigned 
by section 28 of this Act as it read in its application to the 
1971 taxation year) by a Canadian corporation throughout the 
period commencing at the end of 1971 and ending immedi- 
ately after the particular time, has paid a dividend on shares 
of its capital stock all.or any part.of which was payable out of 
the controlled corporation’s tax-paid. undistributed surplus on 
hand,, the Minister. shall, upon application in writing made 
within 2 years from the end of the calendar year in which the 
dividend was paid, pay to the controlling corporation an 
amount in respect of the dividend equal to 15/85 of that pro- 
portion of the lesser. of 


(a) such’ part of the dividend ‘so paid as was paid out of 
‘the controlled corporation’s tax-paid undistributed sur- 
plus on hand, and 


(b) the amount, if any, ‘tr which 85/100 of the aggregate 
of 


(i) the amount of the ccteiiied corporation’s earn- 
ings for a control period that was available for the 
payment of dividends at the end of its 1971 taxation 
year (within the meaning assigned by subsection 
28(5) of this Act as it read in’ its application ‘to, the 
1971 taxation year), and 


(ii) all amounts each of which is-an amount required 
by paragraph (4)(c) to be included in computing the 
controlled corporation’s 1971 undistributed income 
on hand at the particular time 


exceeds the aggregate of 


(111) the aggregate of dividends paid or. Cetied by 
the controlled corporation after 1971 and before the 
particular time, to the extent that they were payable 
out of the controlled corporation’s tax-paid undistrib- 
uted surplus on hand, and 


(iv) the amount, if any, by which © 


(A) the aggregate of amounts determined under 
paragraphs 192(9)(e) to (i) for the purposes of 
computing the amount of the controlled corpora- 
tion’s earnings for a control period that was 
available for payment of dividends at the partic- 
ular time, : 


exceeds 


(B) the aggregate of amounts determined under 
paragraphs 192(9)(b) to (d) for the purpose of 
computing the amount of the earnings described 
in clause (A), 


that the part of the dividend received by the contradling: cor- 
poration is of the whole dividend paid at the particular time 
by the controlled corporation. 


Subsec. 197(2.1) added, subsec. 197(3) substituted by 1976-77, c. 4, 
applicable to assessments and reassessments made, to assessing tax 
and reassessing tax, to determinations and. redeterminations made 
and to determining and redetermining amounts after February 24, 
1977. 


Subsec. 196(1.1) added applicable March.13, 1975; para. .196(4)(b) 
substituted to add “(other than a specified personal corporation 
within the meaning assigned by subsection 57(11) of the Income 
Tax Application Rules, 1971)” by 1974-75-76, c. 26, subsecs. 
112(1), (2), applicable to the calculation of a corporation’s 1971 un- 
distributed income on hand after May 6, 1974. 


S. 198(3) 


Subsecs. 196(1), (3), 197(1), all that portion of subsec. 196(2) pre- 
ceding para. (a) substituted; subsecs. 197(1.1), (1.2).added by 1973- 
74, ¢. 14, ss. 63, 64, applicable to 1972 et seq. 


Election under subsection 196(1.1): 1977-78, c..32, .s. 43: 
provides: 


43. For purposes of an election under ‘subsection 196(1.1) of 
the said Act, as repealed by section 88 of chapter 1 of the 
Statutes of Canada, 1977-78 in respect of dividends paid or 
received after December 31, 1978 except as therein provided, 
where there has been an amalgamation of two or more corpo- 
rations, within the meaning of section 87, the new corporation 
shall be deemed to be the same corporation as, and a continu- 
ation of, each of its predecessor corporations. 


Part X — Taxes on Deferred 
Profit Sharing Plans and 
Revoked Plans 


198. (1) Tax on non-qualified investments and 
use of assets as security — Every trust gov- 
erned by a deferred profit sharing plan or revoked 


_ plan that 


(a) acquires a non-qualified investment, or 


(b) uses or permits to be used any property of the 
trust as security for a loan, 


shall pay a tax equal to the fair market value of 


(c) the non- qualified investment.at the time it was 
acquired by the trust, or 


(d) the property used as security .at the time it 
commenced to be so used. 


Related Provisions: 147(14) — DPSP — revocation of registra- 
tion; 198(4), (5) — Refund of tax on disposition of investment or 
release of security; 199-204 — Taxes on deferred profit sharing 


plans; 207.1(2) — Tax payable while non-qualifying investment 
_ held by DPSP; 259(1) — Proportional holdings in trust property. 


Pre-RSC History: All that portion of subsec. 198(1) following 
para. (b) substituted by 1979, c. 5, s. 57, applicable in respect of 
property acquired, or used as security, after November 16, 1978. 
That portion formerly read: 


shall pay a tax equal to the cost to the trust of the non-quali- 
fied investment or the fair market value, at the time the prop- 
erty is used as security, of the property so used, as the case 
may be. 


(2) Payment of tax — A trustee of a trust liable to 
pay tax under subsection (1) shall remit the amount 


of the tax to the Receiver General within 10 days of 


the day on which the non-qualified investment is ac- 
quired or the property is used as security for a loan, 
as the case may be. 


(3) Trustee liable for tax — Where a trustee of a 
trust liable to pay tax under subsection (1) does not 
remit to the Receiver General the amount of the tax 
within the time specified in subsection (2), the trus- 
tee is personally liable to pay on behalf of the trust 
the full amount of the tax and is entitled to recover 
from the trust any amount paid by the trustee as tax 
under this section. 
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(4) Refund of tax on disposition of non- 
qualified investment — Where a trust disposes of 
a property that, when acquired, was a non-qualified 
investment, the trust is, on application in accordance 
with section 202, entitled to a refund of an amount 
equal to the lesser of 


(a) the amount of the tax imposed under this sec- 
tion as a result of the acquisition of the property, 
and 


(b) the proceeds of disposition of the property. 
Related Provisions: 198(6) — Special rules re life insurance pol- 
icies; 200 — Distribution deemed disposition; 202(4) — Applica- 
tion to certain provisions of Part I; 203— Application to other 
taxes. 


Pre-RSC History: ‘Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Subsec. 198(4) substituted by 1977-78, c. 1, s. 90. Subsec. 198(4) 
formerly read: 


(4) Where a trust disposes of a non-qualified investment the 
acquisition of which resulted in the imposition of tax under 
this section, the trust is, upon application in accordance with 
section 202, entitled to a refund of an amount equal to the 
lesser of 


(a) the amount of the tax imposed under this section as a 
result of the acquisition, and 


(b) the proceeds of disposition of the non-qualified 
investment. 


(5) Refund of tax on recovery of property 
given as security — Where a loan, for which a 
trust has used or permitted to be used trust property 
as security, ceases to be extant, the trust is, on appli- 
cation in accordance with section 202, entitled to a 
refund of an amount equal to the amount remaining, 
if any, when . 


(a) the net loss (exclusive of payments by the 
trust as or on account of interest) sustained by the 
trust in consequence of its using or permitting to 
be used the property as security for the loan and 
not as a result of a change in the fair market value 
of the property 


is deducted from 


(b) the tax imposed under this section in conse- 
quence of the trust’s using or permitting to be 
used the property as security for the loan. 


Related Provisions: 202(4) — Application of certain provisions 
of Part I; 203 — Application to other taxes. 


(6) Special rules relating to life insurance 
policies — For the purposes of this section, 


(a) the acquisition of an interest in or the payment 
of an amount under a life insurance policy shall 
be deemed not to be the acquisition of a non- 
qualified investment, and 


(b) the disposition of an interest in a life insur- 
ance policy shall be deemed not to be the disposi- 
tion of a non-qualified investment, 


except that where a trust governed by a deferred 
profit sharing plan or revoked plan makes a payment 


Income Tax Act 


under or to acquire an interest in a life insurance pol- 
icy, other than a life insurance policy under which 


(c) the trust is, or by virtue of the payment about 
to become, the only person entitled to any rights 
or benefits under the policy (other than the rights 
or benefits of the insurer), 


(d) the cash surrender value of the policy (exclu- 
sive of accumulated dividends) is or will be, at or 
before the end of the year.in which the insured 
person attains 69 years of age, if all premiums 
under the policy are paid, not less than the maxi- 
mum total amount (exclusive of accumulated div- 
idends) payable by the insurer under the policy, 
and 


(e) the total of the premiums payable in any year 
under the policy is not greater than the total of the 
amounts that, if the annual premiums had been 
payable in monthly instalments, would have been 
payable as such instalments in the 12 months 
commencing with the date the policy was issued, 


the making of the payment shall be deemed to be the 
acquisition of a non-qualified investment at a cost 
equal to the amount of the payment. 


Related Provisions: 146(11) — RRSP — life insurance policies. 


History: Para. 198(6)(d) amended by 1997, c. 25, s. 54, applicable 
after 1996, except that 


(a) it does not apply to a policy held by a trust where the trust 
acquired the policy before 1997; 


(b) it does not apply to a policy where the insured person at- 
tained 70 years of age before 1997; and 


(c) in applying para. (d) to a policy where the insured person 
attained 69 years of age in 1996, the reference in that para. to 
“69 years of age” shall be read as “70 years of age”. 


Para. (d) formerly read: 


(d) the cash surrender value of the policy (exclusive of accu- 
mulated dividends) is or will be, at a time before the 71st an- 
niversary of the birth of the insured person, if all premiums 
under the policy are paid, not less than the maximum total . 
amount (exclusive of accumulated dividends) payable by the 
insurer under the policy, and 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments of RRSPs and DPSPs. 


(6.1) Idem — A life insurance policy giving an op- 
tion to the policyholder to receive annuity payments 
that otherwise complies with paragraph (6)(d) shall 
be deemed, 


(a) where the option has not been exercised, to 
comply with that paragraph; and 

(b) where at a particular time the option is exer- 
cised, to have been disposed of at that time for an 
amount equal to the cash surrender value of the 
policy immediately before that time, and an annu- 
ity contract shall be deemed to have been ac- 
quired at that time at a cost equal to that amount. 


Pre-RSC History: Subsec. 198(6.1) added by 1974-75-76, c. 26, s. 
113, applicable to 1973 et seq. 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments of RRSPs and DPSPs. 
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(7) Idem — Notwithstanding subsection (6), where 
the total of all payments made in a year by a trust 
governed bya deferred) profit sharing plan or re- 
voked plan under or to acquire interests in life insur- 
ance policies in respect of which the trust is the only 
person entitled to any rights or benefits (other than 
the rights or benefits of the insurer) does not exceed 
an amount equal to 25% of the total of all amounts 
paid by employers to the trust in the year under the 
plan for the benefit of beneficiaries thereunder, the 
making of the payments under or to acquire interests 
in such policies shall be deemed, for the purposes of 
this section, not to be the acquisition of non-quali- 
fied investments. 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments of RRSPs and DPSPs. 


(8) Idem — Where a trust surrenders, cancels, as- 
signs or otherwise disposes of its interest in a life in- 
surance policy, 


(a) the trust shall be deemed, for the purposes of 
subsection (4), to have disposed of each non- 
qualified investment that, by virtue of payments 
under the policy, it was deemed by subsection (6) 
to have acquired; and 


(b) the. proceeds. of the -disposition shall ee 
deemed to be the amount, if any, by which 


(i) the amount received by the trust in conse- 
quence of the surrender, cancellation, assign- 
ment or other disposition of its interest in the 
policy | 

exacts the total of 


(ii) each amount paid by the trust under or to 
acquire an interest in the policy, the payment 
of which is: deemed by this section not to be 
the acquisition of a non-qualified investment, 
and 


(iii) the cash surrender value on December 21, 
1966 of the interest of the trust in the policy 
. on that date. 


Related Provisions: 146(11)— RRSP — life insurance policies; 
202(5) — Interest; 204 — “Qualified investment”. 

Definitions [s. 198]: “amount”, “annuity” — 248(1); “deferred 
profit sharing plan” — 147(1), 248(1);. “disposition” — 198(6)(b), 
200; “dividend”, “employer”, “insurer” — 248(1); “life insurance 
policy” — 138(12), 248(1); “non-qualified investment” — 204; 
“person”, “property” — 248(1); “revoked plan” — 204; “trust” — 
104(1), 248(1), (3). 

Information Circulars [s. 198]: 77-1R4: Deferred profit sharing 
plans. 


199. (1) Tax on_ initial non-qualified 
investments not disposed of — Every trust 
governed by a deferred profit sharing plan or re- 
voked plan shall; pay a tax 


(a) for 1967, equal to the amount, if any, by 
which 20% of the initial base of the trust exceeds 
the proceeds of disposition of its initial non-qual- 
ified investments disposed of after December 21, 


S. 200 


1966 and before 1968; 


(b) for 1968, equal to the amount, if any, by 
which 40% of the initial base of the trust EAL eds 
the total of 


(i) the proceeds of disposition of its initial 
_ non-qualified investments. disposed of. after 
December, 21, 1966 and before 1969, and 


(ii) the tax payable by. the trust determined 
under paragraph (a); 
(c) for 1969, equal to the amount, if any, by 
which 60% of the initial base of the trust exceeds 
the total of 


(1) the proceeds of disposition of its initial 
non-qualified investments disposed of after 
December 21, 1966 and before 1970, and 


(ii) the tax payable by the trust determined 
under paragraphs (a) and (b); and 
(d) for 1970, equal to the amount, if any, by 
which, 100%, of the initial base of the trust ex- 
ceeds the total of 


(i) the proceeds of disposition. of. its, initial 
non-qualified investments disposed. of after 
December 21, 1966 and before 1971, and 


(11) the tax payable by the trust determined 
under paragraphs (a), (b) and (c). 
Related Provisions: 201 — Tax on forfeitures. 


(2). Refund — Where at the end of a year, 


(a) the total of all taxes paid by a trust under sub- 
section (1) 


exceeds 
(b) the total of 


(i) all refunds made to the trust under this sub- 
section, and 

(ii) the amount, if any, by which the initial 
base of the trust exceeds the proceeds of dis- 
position of its initial non-qualified invest- 
ments disposed of after December 21, 1966 
and before the end of the year, 


the trust is, on application in accordance with section 
202, entitled to a refund equal to the amount by 
which the total described in paragraph (a) exceeds 
the total described in paragraph (b). 

Related: Provisions: 201 — Tax on forfeitures; 202(2) — Re- 


turns and payment of estimated tax; 202(4) — Application of cer- 
tain provisions of Part I; 203 — Appiication to other taxes. 


Definitions [s. 199]: “amount” — 248(1); “deferred profit sharing 


plan” — 147(1), 248(1); “disposition” — 198(6)(b), 200; “initial 
base” — 204; “initial non-qualified investment” — 204; “revoked 
plan” — 204; “trust” — 104(1), 248(1), (3). 


information Circulars [s. 199]: 77-1R4: Deferred profit sharing 
plans. 


200. Distribution deemed disposition — For 
the purposes of this Part, a distribution by a trust of a 
non-qualified investment to a beneficiary of the trust 
shall be deemed to be a disposition of that non-quali- 
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fied investment and the proceeds of disposition of 
that non-qualified investment shall be deemed to be 
its fair market value at the time of the distribution. 


Definitions: “non-qualified investment” — 204; “trust” — 104(1), 
248(1), (3). 


201. Tax where inadequate consideration on 
purchase or sale — Every trust governed by a 
deferred profit sharing plan or a revoked plan shall, 
for each calendar year after 1990, pay a tax equal to 
50% of the total of all amounts each of which is, by 
reason of subsection 147(18), an amount taxable 
under this section for the year. 


Pre-RSC History: S. 201 substituted by 1990, c. 35, s. 20, appli- 
cable with respect to tax payable for 1991 et seg. S. 201 formerly 
read: 


201. (1) Tax on forfeitures — Every trust governed by a de- 
ferred profit sharing plan or revoked plan shall, for each year 
after 1965, pay a tax equal to 50% of the amount, if any, by 
which 


(a) the amount forfeited in the trust in the year 
exceeds the aggregate of 


(b) the amount or value of funds or property of the trust 
appropriated to or for the benefit of the employer in the 
year and included in his income by virtue of subsection 
147(13), and 


(c) the aggregate of amounts determined under subsec- 
tion (2) for the year in respect of each employee who was 
a beneficiary under the plan. 


(2) Idem — The amount determined for the purposes of para- 
graph (1)(c) for a year in respect of an employee who was a 
beneficiary under a deferred profit sharing plan or revoked 
plan is the lesser of 


(a) such portion of the amount forfeited in the trust in the 
year as was reallocated in the year or within 90 days after 
the end of the year to that employee, and 


(b) the amount, if any, by which 
(i) the product obtained when 


(A) $2,000 is multiplied by the number of years 
before 1972, and 


(B) $3,000 is multiplied by the number of years 
after 1971 and before 1976, and 


(C) $4,000 is multiplied by the number of years 
after 1975 


in which the employee was a beneficiary under the 
plan or under any antecedent deferred profit sharing 
plan that governed a trust to which payments were 
made under the antecedent plan for the benefit of 
beneficiaries thereunder by the employee’s 
employer, 


exceeds the aggregate of 


(ii) amounts deducted under subsection 147(8) in re- 
spect of the employee in computing the income of 
the employee’s employer for the taxation year ending 
in or coincidentally with the year or for a previous 
taxation year, 


(iii) amounts determined in respect of the employee 
for the purposes of paragraph (1)(c) for years preced- 
ing the year, and 


(iv) amounts forfeited in the trust before December 
21, 1966 to the extent that they have been reallocated 


Income Tax Act 


to the employee on or before the last day of the year 
for which the determination is made. 


(3) Amount forfeited in a trust — In this section, “amount 
forfeited” in a trust governed by a deferred profit sharing plan 
or revoked plan in any period means the aggregate of each 
amount in respect of a person who ceased in the, period to be 
a beneficiary under the plan, 


(a) that at any time before the end of the period was allo- 
cated or reallocated contingently or otherwise, by the 
trust to that person, and 


(b) that did not vest irrevocably in that person at or 
before the time at which he ceased to be a beneficiary 
under the plan. 


(4) Deemed allocation — For the purposes of subsection 
(3), an amount paid whether before, on or after December 21, 
1966, under a deferred profit sharing plan by an employer to 
a trustee under the plan in respect of an employee shall be 
deemed to have been allocated by the trustee to that employee 
at the time it was so paid. 


Cl. 201(2)(b)(i)(B) substituted, (C) added by 1976-77, c. 4, s. 68. 
Definitions: “amount” — 248(1); “deferred profit sharing plan” — 
147(1), 248(1); “revoked plan” — 204; “trust” — 104(1), 248(1), 
(3). 

Information Circulars: 77-1R4: Deferred profit sharing plans. 


202. (1) Returns and payment of estimated 
tax — Within 90 days from the end of each year af- 
ter 1965, a trustee of every trust governed by a de- 
ferred profit sharing plan or revoked plan shall 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax paya- 
ble by the trust under this Part for the year; 


(c) estimate in the return the amount of any re- 
fund to which the trust is entitled under this Part 
for the year; and 


(d) pay to the Receiver General the unpaid bal- 
ance of the trust’s tax for the year minus any re- 
fund to which it is entitled under this Part, or ap- 
ply in the return for any amount owing to it. 
Related Provisions: 150.1(5) — Electronic filing. 
Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion and income tax return. 


(2) Consideration of application for refund — 
Where a trustee of a trust has made application for 
an amount owing to it pursuant to subsection (1), the 
Minister shall 


(a) consider the application; 
(b) determine the amount of any refund; and 


(c) send to the trustee a notice of refund and any 
amount owing to the trust, or a notice that no re- 
fund is payable. 


Related Provisions: 198(4) — Refund of tax on disposition of 
non-qualified investment; 198(5)— Refund of tax on recovery of 
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property given as security. 


(3) Provisions applicable to Part — Subsection 
150(2), sections 152 and 158, subsections 161(1) and 
(11), sections 162 to 167 and Division J of Part I are 
applicable to this Part with such modifications as the 
circumstances require and, for, the purposes of the 
application of those provisions to this Part, a notice 
of refund under this section shall be deemed to be a 
notice of assessment. 


Pre-RSC History: Subsec. 202(3) substituted by 1986, c. 6, s. 
105. Subsec. 202(3) formerly read: 


(3) Application of certain provisions of Part |— Subsec- 
tion 150(2), section 152, section 158, subsection .161(1) and 
sections 162 to 167 and Division J of Part I are applicable 
_mutatis mutandis to this Part and for the purposes of the ap- 
plication of those sections to this Part, a notice of refund 
under this section shall be deemed to be a notice of 
assessment. 


(4) Provisions applicable to refunds — Sub- 
sections 164(3) to (4) are applicable, with such mod- 
ifications as the circumstances require, to refunds of 
tax under subsection 198(4) or (5) or 199(2). 


Related Provisions: 198 — Tax on non-qualified investments 
and use of assets as security; 199 — Tax on initial non-qualified in- 
vestments not disposed of. 


Pre-RSC History: Subsec. 202(4) substituted by 1984, c. 1, s. 96, 
applicable with respect to interest paid or applied after April 19, 
1983. Subsec. 202(4) formerly read: 


(4) Idem — Subsections 164(3) and (4) are applicable muta- 
tis mutandis to refunds of tax under subsection 198(4) or (5) 
_or under subsection 199(2). 


(5) Interest — In addition to the interest payable 
under subsection 161(1), where a taxpayer is re- 
quired by section 198 to pay a tax and has failed to 
pay all or any part thereof on or before the day on or 
before which the tax was required to be paid, the tax- 
payer shall pay to the Receiver General interest at 
the prescribed rate on the amount that the taxpayer 
failed to pay computed from the day on or before 
which the amount was required to be paid to the day 
of payment or to the beginning of the period in re- 
spect of which the taxpayer is required by subsection 
161(1) to pay interest thereon, whichever is earlier. 
Related Provisions: 202(6) — Deemed payment of tax; 221.1 — 
Application of interest where legislation retroactive; 248(11) — In- 
terest compounded daily. 


Pre-RSC History: Subsec. 202(5) substituted by 1985, c. 45, s. 
107. Subsec. 202(5) formerly read: 


(5) In addition to the interest payable under subsection 
161(1), where a taxpayer, being required by section 198 to 
pay a tax, has failed to pay all or any part thereof as required, 
he shall, on payment of the amount he failed to pay, pay in- 
terest at a prescribed rate per annum from the day on or 
before which he was required to make the payment to the day 
of payment or the beginning of the period in respect of which 
he becomes liable to pay interest thereon under subsection 
161(1), whichever is earlier. 


Regulations: 4301(a) (prescribed rate of interest). 


1.T. Application Rules: 62(2).(subsec. 202(5) applies to interest 
payable in respect of any period after December 23, 1971). 


S. 204 equ 


(6) Deemed payment of tax — For the purposes 
of subsections 161(1) and 202(5), where a trust is li- 
able to pay tax under this Part on the acquisition by 
it of a non-qualified investment or on the use of its 
property as security for a loan, it shall, except to the 
extent that the tax has previously been paid, be 
deemed to have paid tax on the date on which the 
property is disposed of or on which the loan ceases 
to be extant, as the case may be, in an amount equal 
to the refund referred to in subsection 198(4) in re- 
spect of that property or subsection 198(5) in respect 
of the loan, as the case may be. 

Related Provisions: 161(1) — Interest; 198(4) — Refund of tax 


on disposition of non-qualified investment; 198(5) — Refund of tax 
on recovery of property given-as security. 


Pre-RSC History: Subsec. 202(6) added by 1977-78, c. 32, s. 44, 
applicable to 1972 et seq. 


Definitions [s. 202]: “amount”, “‘assessment” — 248(1); “de- 
ferred profit sharing plan” — 147(1), 248(1); “Minister” — 248(1); 
“non-qualifying investment” — 204; “prescribed”, “property” — 
248(1); “revoked plan” — 204; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 
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203. Application to other taxes — Instead of 
making a refund to which a trust is entitled under 
subsection 198(4) or (5) or 199(2), the Minister may, 
where the trust is liable or about to become liable to 
make another payment under this Act, apply the 
amount of the refund or any part thereof to that other 
liability and notify a trustee of the trust of that 
action. 


Related Provisions: 164(2) — Set-off of Part I refund; 224,1 — 
Recovery by set-off. 


Definitions: “amount”, “Minister” —248(1); “trust” — 104(1), 
248(1), (3). 


204. Definitions — In this Part, 


“equity share” means 


(a) a share, other than an excluded share or a non- 
participating share, the owner of which has, as 
owner thereof, a right 


(i) to a dividend, and 


(ii) to a part of the surplus of the corporation 
after repayment of capital and payment of div- 
idend arrears on the redemption of the share; a 
reduction of the capital of the corporation or 
the winding-up of the corporation, 


at least as great, in any event, as the right of the 
owner of any other share, other than a non-partic- 
ipating share, of the corporation, when the mag- 
nitude of the right in each case is expressed as a 
rate based on the paid-up capital value of the 
share to which the right relates, or 


(b) a share, other than an excluded share or a 
non-participating share, the owner of which has, 
as owner thereof, a right 


(i) to.a dividend, after a dividend at a rate not 
in excess of 12% per annum of the paid-up 
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capital value of each share has been paid to 
the owners of shares of a class other than the 
class to which that share belongs, and 


(ii) to a part of the surplus of the corporation 
after repayment of capital and payment of diy- 
idend arrears on the redemption of the share, a 
reduction of the capital of the corporation or 
the winding-up of the corporation, after a pay- 
ment of a part of the surplus at a rate not in 
excess of 10% of the paid-up capital value of 
each share has been made to the owners of 
shares of a class other than the class to which 
that share belongs, 


at least as great, in any event, as the right of the 
owner of any other share, other than a non-partic- 
ipating share, of the corporation, when the mag- 
nitude of the right in each case is expressed as a 
rate based on the paid-up capital value of the 
share to which the right relates; 


“excluded share” means each share of the capital 
stock of a private corporation where 


(a) the paid-up-capital of the corporation that is 
represented by all its issued and outstanding 
shares that would, but for this definition, be eq- 
uity shares is less than 50% of the paid-up capital 
of the corporation that is represented by all its is- 
sued and outstanding shares other than non-par- 
ticipating shares, or 


(b) a non-participating share of the corporation is 
issued and outstanding and the owner of which 
has, as owner thereof, a right to a dividend 


(i) at a fixed annual rate in excess of 12%, or 


(i1) at an annual rate not in excess of a fixed 
maximum annual rate, if the fixed maximum 
annual rate is in excess of 12%, 


when the right to the dividend is expressed as a 
rate based on the paid-up capital value of the 
share to which the right relates; 


“initial base” of a trust means the total of the values 
of all initial: non-qualified investments held by the 
trust on December 21, 1966 when each such invest- 
ment is valued at the lower of 


(a) its cost to the trust, and 

(b) its fair market value on December 21, 1966; 
“Snitial non-qualified investment” of a trust means 
an investment held by the trust on December 21, 


1966 that was, on that date, a non-qualified invest- 
ment but does not include 


(a) any interest in a life insurance policy, or 


(b) an equity share that would be a qualified in- 
vestment if the date of acquisition of the share 
were December 21, 1966; 


Income Tax Act 


“non-participating share” means 


(a) in the case of a private corporation, a share 
the owner of which is not entitled to: receive, as 
owner thereof, any dividend, other than a divi- 
dend, whether cumulative or not, 


(i) at a fixed annual rate or amount, or 


(i1) at an annual rate or amount not in excess 
of a fixed annual rate or amount, and 


(b) in the case of a corporation other than a _pri- 
vate corporation, any share other than a common 
share; 


“non-qualified investment” means property that is 
not a qualified investment for a trust governed by a 
deferred profit sharing plan or revoked plan within 
the meaning of the definition “qualified investment” 
in this subsection; 


Information Circulars; 77-1R4: Deferred profit sharing plans. 


“paid-up capital value” of a share means the 
amount determined by the formula 


A 


B 
where 


A is the paid-up capital of the corporation that is 
represented by the shares of the class to which 
that share belongs, and 


B is the number of shares of that class that are in 
fact issued and outstanding; 


“qualified investment” for a trust governed by a de- 
ferred profit sharing plan or revoked plan means 


(a) money that is legal tender in Canada, other 
than money the fair market value of which ex- 
ceeds its stated value as legal tender, and deposits 
(within the meaning assigned by the Canada De- 
posit Insurance Corporation Act or with a bank) 
of such money standing to the credit of the trust, 


(b) bonds, debentures, notes, mortgages, or simi- 
lar obligations described in clause 
212(1)(b)(@i)(C), whether issued before, on or af- 
ter April 15, 1966, 


(c) bonds, debentures, notes or similar obligations 
of a corporation the shares of which are listed on 
a prescribed stock exchange in Canada, other 
than those described in paragraph 147(2)(c), 


(d) shares listed on a prescribed stock exchange 
in Canada, 


(e) equity shares of a corporation by which, 
before the date of acquisition by the trust of the 
shares, payments have been made in trust to a 
trustee under the plan for the benefit of benefi- 
claries thereunder, if the shares are of a class in 
respect of which 


(i) there is no restriction on their transferabil- 
ity, and 
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(ii) in each of 4 taxation years of the corpora- 

tion in the period of the corporation’s 5 con- 
secutive taxation years that ended less than 12 
months before the date of acquisition of the 
shares by the trust, and in the corporation’s 
last taxation year in that period, the 
corporation 


(A) paid a.dividend on each share of the 
class of an amount not less than 4% of the 
cost per share of the shares to the trust, or 


(B) had earnings attributable to the shares 
of the class of an amount not less than the 
amount obtained. when 4% of the cost per 
share to the trust of the shares is multiplied 
by the total number of shares of the class 
that were outstanding immediately after 
the acquisition, 


(f) guaranteed investment certificates issued by a 
trust company incorporated under the laws of 
Canada or of a province, 


(g) investment contracts described in subpara- 
graph (b)(ii) of the definition “retirement savings 
plan” in subsection 146(1) and issued by a corpo- 
ration approved by the Governor in Council for 
the purposes of that subparagraph, 


(h) shares listed on a prescribed stock exchange 
in a country other than Canada, and 


(i) such other investments as. may be prescribed 
by regulations of the Governor in Council made 
on the recommendation of. the Minister of 
Finance; 


Related Provisions: 87(10) — New share issued on amalgama- 
tion of public corporation. deemed to be listed on prescribed stock 
exchange; 132.2(1)(k) — Where share ceases to be qualified invest- 
ment due to mutual fund reorganization; 146(1)“qualified invest- 
ment”(a) — Certain investments in 204“qualified investment” are 
qualified investments for RRSPs; 146.3(1)‘“qualified invest- 
ment”(a) — Certain investments in 204“qualified investment” are 
qualified investments for RRIFs; 248(1)“mining reclamation 
trust’ — Trust must acquire only certain qualified investments. 


Regulations: 221 (information return by issuer of qualified invest- 
ment); 3200, 3201 (prescribed stock exchanges; but see also ITA 
87(10));. 4900(1)-(3), (7), (11), 4901(2) (investments prescribed as 
qualified investments). 


Interpretation Bulletins: IT-320R2: 


investments. 


RRSPs — qualified 


Information Circulars: 77-1R4: Deferred profit sharing plans. 


Forms: T3F: Investments prescribed to be’ qualified or not to be 
foreign property information return. 


“revoked plan” means a deferred profit sharing plan 
the registration of which has been revoked by the 
Minister pursuant to subsection 147(14) or (14.1). 


Pre-RSC History [s. 204]: The definition “equity share” was 
para. 204(a); “excluded share”, 204(a.1); “initial base”, 204(b); 
“initial non-qualified investment”, 204(c); “non-participating 
share”, 204(a.2); “non-qualified investment, 204(d); “paid-up cap- 
ital value”, 204(a.3); “qualified investment”, 204(e); “revoked 
plan”, 204(f). The pre-R.S:C. version of the definition “paid-up 


S. 204.1(1) 


capital value” read: 
(a.3) “paid-up capital value” — “paid-up capital value” of 
a share means an amount equal to the paid-up capital of the 
corporation that is represented by the shares of the class to 
which that share belongs divided by the number of shares of 
that class that are in fact issued and outstanding; 


Subpara. 204(e)(i) amended by 1992, c. 1, Sch. V, s. 20, to substi- 


tute “a bank” for “‘a bank to which the Bank Act or the Quebec Sav- 
ings Banks Act applies”, applicable from February 28, 1992. 


_ Paras. 204(a), (f) substituted, (a.1)—(a.3) added by 1980-8 1-82-83, c. 


140, subsecs. 113(1), (2), paras. 204(a)-(a.3) applicable after No- 
vember 12, 1981. Paras. 204(a),-(f) formerly read: 


(a) “equity share” means an equity share within the meaning 
of section 257; 


(f) “revoked plan” means a deferred profit sharing plan the 
registration. of which has been revoked by. the Minister pursu- 
ant to subsection 147(14) 


Subpara. 204(e)(i) substituted, subpara. 204(e)(v) repealed, by 
1980-8 1-82-83, c. 48, subsecs, 93(1), (2), applicable as to subpara. 
(1) with respect to money acquired and deposits held after December 
11, 1979 and as to subpara. (v) to. 1981 et seg. Subparas. 204(e)(i), 
(v) formerly read: 
(1) money, including balances standing to the trust’s credit in 
the records of 
(A) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, or 
(B) a corporation that is licensed or otherwise authorized 
under the laws of Canada or a province to carry on in 


Canada the business of offering to the public its services 
as. trustee, 


(v) shares of an investment corporation, 


Subpara. 204(e)(ix) substituted by 1974-75-76, c..26, s. 114, appli- 
cable to 1972 et seq. 


Definitions [s. 204]: “amount” — 248(1); “Canada” — 255; 
“common share” — 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “deferred profit sharing plan” — 147(1), 248(1); “divi- 
dend” — 248(1); “equity share”, “excluded share”, “initial non- 
qualified investment” — 204; “investment corporation” — 130(3), 
248(1); “life insurance policy” — 138(12), 248(1); “listed” — 
87(10) “Minister” — 248(1); “non-participating share”, “non-quali- 
fied investment’, “paid-up capital value” — 204; “prescribed” — 
248(1); “private corporation” — 89(1), 248(1); “property” — 
248(1); “qualified investment” — 204; “regulation” — 248(1); “re- 
voked plan” — 204; “share” — 248(1); “taxation. year” — 249; 


“trust” — 104(1), 248(1), (3). 


Part X.1 — Tax in respect of 
Over-Contributions to 
Deferred Income Plans 


204.1 (1) Tax payable by individuals — Where, 
at the end of any month after May, 1976, an individ- 
ual has an excess amount for a year in respect of reg- 
istered retirement savings plans, the individual shall, 
in respect of that month, pay a tax under this Part 
equal to 1% of that portion of the total of all those 
excess amounts that has not been paid by those plans 
to the individual before the end of that month. 


Related: Provisions: 18(1)(t)—Tax is. non-deductible; 
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146(2)(c.1) — RRSP must permit payment to taxpayer to reduce 
overcontributions; 204.1(2.1) — Tax payable by individuals — con- 
tributions after 1990; 204.3 — Return and payment of tax. 


Advance Tax Rulings: ATR-24: RRSP damages suit against 
investment management companies;. 


(2) Amount deemed repaid — For the purposes 
of subsection (1), where an amount in respect of a 
plan has been included in computing an individual’s 
income pursuant to paragraph 146(12)(b), that 
amount shall be deemed to have been paid to the in- 
dividual by the plan at the time referred to in that 
paragraph. 


(2.1) Tax payable by __ individuals — 
contributions after 1990 — Where, at the end of 
any month after December, 1990, an individual has a 
cumulative excess amount in respect of registered re- 
tirement savings plans, the individual shall, in re- 
spect of that month, pay a tax under this Part equal to 
1% of that cumulative excess amount. 

Related Provisions: 18(1)(t)—-Tax is non-deductible; 
146(2)(c.1) — RRSP must permit payment to taxpayer to reduce 


overcontributions; 204.1(4) — Waiver of tax by Revenue Canada; 
204.3 — Return and payment of tax. 


Pre-RSC History: Subsec. 204.1(2.1) added by 1990, c. 35, sub- 
sec. 21(1), applicable after 1990. 


Advance Tax Rulings: ATR-24: RRSP damages suit against 
investment management companies;. 


(3) Tax payable by deferred profit sharing 
plan — Where, at the end of any month after May, 
1976, a trust governed by a deferred profit sharing 
plan has an excess amount, the trust shall, in respect 
of that month, pay a tax under this Part equal to 1% 
of the excess amount. 


Related Provisions: 204.2(4) — Definition of “excess amount” 
for a DPSP. 


(4) Waiver of tax — Where an individual would, 
but for this subsection, be required to pay a tax under 
subsection (1) or (2.1) in respect of a month and the 
individual establishes to the satisfaction of the Min- 
ister that 


(a) the excess amount or cumulative excess 
amount on which the tax is based arose as a con- 
sequence of reasonable error, and 


(b) reasonable steps are being taken to eliminate 
the excess, 
the Minister may waive the tax. 


Pre-RSC History: Subsec. 204.1(4) added by 1990, c. 35, subsec. 
21(2). 


Definitions [s. 204.1]: “amount” — 248(1); “cumulative excess 
amount” — 204.2(1.1); “deferred profit sharing plan” — 147(1), 


248(1); “excess amount” — 204.2(1), (4); “individual”, “Minis- 
ter” — 248(1); “registered retirement savings plan” — 146(1), 
248(1); * 


Interpretation Bulletins [s. 204.1]: IT-124R6: Contributions to 
registered retirement savings plans. 


204.2 (1) Definition of “excess amount for a 
year in respect of registered retirement 
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savings plans” — “Excess amount for a year in 
respect of registered retirement savings plans” of an 
individual at a particular time means, 


(a) where the excess amount is for a year after 
1990, nil; and 


(b) where the excess amount is for a year before 
1991, the amount, if any, by which the total of 


(i) all amounts paid by the individual to such 
plans under which the individual or the indi- 
vidual’s spouse is the annuitant, other than 
amounts 


(A) to which paragraph 60(j), (j.01), (j.1), 
(j.2) or (1) applies or would, if the individ- 
ual were resident in Canada throughout the 
year, apply, or 

(B) transferred to the plan in accordance 
with any of subsections 146(16), 147(19) 
and 147.3(1) and (4) to (7), and ~ 


(ii) all gifts made to such a plan under which 
the individual is the annuitant, other than gifts 
made thereto by the individual’s spouse, 


in the year and before the particular time, exceeds 
the total of 


(iii) all amounts that may be deducted in com- 
puting the individual’s income for the imme- 
diately preceding year in respect of those pay- 
ments, and 


(iv) the greater of $5,500 and the amount that 
may be deducted in computing the individ- 
ual’s income for the year in respect of those 
payments. 
Related Provisions: 128(2)(d), (d.2) — Where individual bank- 
rupt; 204.1(1) — Tax payable by individuals; 204.2(3) — When re- 
tirement savings plan deemed to be a registered plan; 252(4)(a) — 
Extended meaning of “spouse”. 
Pre-RSC History: Subsec. 204.2(1) substituted by 1990, c. 35, 
subsec. 22(1), applicable with respect to payments made to RRSPs 
after 1987, except that in its application with respect to such pay- 
ments made in 1988, 


(a) cl. 204.2(1)(b)(i)(A) shall be read without reference to 
“Gq. Al ips and 


(b) cl. 204.2(1)(b)(i)(B) shall be read as follows: 


“(B) transferred to the plan in accordance with subsection 
146(16), and” 


Subsec. 204.2(1) formerly read: 


204.2 (1) “Excess amount for a year in respect of 
registered retirement savings plans” defined — “Excess 
amount for a year in respect of registered retirement savings 
plans” of an individual at a particular time means the amount 
by which the aggregate of 


(a) all amounts paid by him to such plans under which he 
or his spouse is the annuitant, other than’ amounts to 
which paragraph 60(j), (j.1), (1) or subsection 146(16) ap- 
plies or would, if the individual were resident in Canada 
throughout the year, apply, and 


(b) all gifts made to sucha plan under which he is the 
annuitant, other than gifts made thereto by his spouse, 


in the year and before the particular time, exceeds the aggre- 
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gate of 


(c) all amounts that the taxpayer is entitled to deduct in 
computing his income for the immediately preceding 
year in respect of those payments, and 


(d) the greater of $5,500 and the amount the taxpayer is 
entitled to deduct in computing his income for the year in 
respect of those payments. 


Para. 204.2(1)(d) substituted for paras. (d), (e) by 1986, c. 55, s. 71, 
applicable with respect to payments made to a registered retirement 
savings plan after 1985. Paras. 204.2(1)(d), (e) formerly read: 

(d) $5,500, and 


(e) the amount that the taxpayer would be entitled to deduct 
in computing his income for the year in respect of those pay- 
ments by virtue of subsection 146(5.3) if section 146 were 
read without reference to subsection (5.5) thereof. 


Para. 204.2(1)(e) added by 1984, c. 45, s. 84, applicable to 1984 et 
seq. 


Paras. 204.2(1)(a), (4)(a) substituted by 1980-81-82-83, c. 140, sub- 
secs. 114(1), (2), applicable, as to para. 204.2(1)(a), to 1981 et seq., 
and, as to para. 204.2(4)(a), to months ending after May, 1976. Pa- 
ras. 204.2(1)(a), (4)(a) formerly read: 


(a) all amounts paid by him to such plans under which he or 
his spouse is the annuitant, other than amounts to which para- 
graph 60(j) or (1) or subsection 146(16) have application, and 


(a) the aggregate of contributions made after May 25, 1976 
by an employee who is or is about to become a member of the 
plan, to the extent that his contributions exceed $5,500 in a 
year, less any such contributions that have been returned to 
the employee before that particular time, and 


All that portion of subsec. 204.2(1) following para. (b) substituted 
by 1979, c. 5, s. 58, applicable to 1977 et seq. That portion formerly 
read: 


in the year, after May 25, 1976 and before the particular time, 
exceeds the greater of 


(c) the aggregate of amounts that the taxpayer is entitled 
to deduct in computing his income for that year and the 
immediately preceding year in respect of those payments, 
and 


(d) $5,500. 


Advance Tax Rulings: ATR-24: RRSP damages suit against 
investment management companies;. 


Forms: T1-OVP: Individual income tax return for RRSP excess 
contributions; T1-OVP Sched.: Calculating the amount of RRSP 
contributions made before 1991 that are subject to tax. 


(1.1) Cumulative excess amount in respect of 
RRSPs — The cumulative excess amount of an in- 
dividual in respect of registered retirement savings 
plans at any time in a taxation year is the amount, if 
any, by which 
(a) the amount of the individual’s undeducted 
RRSP premiums at that time 
exceeds 


(b) the amount determined by the formula 


A+B+C+D+E: 
where 


A is the individual’s unused RRSP deduction 
room at the end of the preceding taxation 
year, 


S. 204.2(1.2) 


B_ is the amount, if any, by which 


(i) the lesser of the RRSP dollar limit for 
the year and 18% of the individual’s 
earned income (as defined in subsection 
146(1)) for the preceding taxation year 


exceeds the total of all amounts each of which 
is 


(ii) the individual’s pension adjustment for 
the preceding taxation year in respect of an 
employer, or 


(iii) a prescribed amount in respect of the 
individual for the year, 


C is, where the individual attained 18 years of 
age in a preceding taxation year, $2,000, and 
in any other case, nil, 


D is the group RRSP amount in respect of the 
individual at that time, and 


E is, where the individual attained 18 years of 
age before 1995, the individual’s transitional 
amount at that time, and in any other case, nil. 

Related Provisions: 204.1(2.1) — Tax payable by individuals — 
Contributions after 1990; 204.2(1.2) —Undeducted RRSP premi- 
ums; 204.2(1.3) — Group RRSP amount; 204.2(1.5) — Transitional 
amount; 257 — Formula cannot calculate to less than zero. 


History: Para. 204.2(1.1)(b) amended by 1996, c. 21, subsec. 
51(1), applicable to 1996 et seg. Para. (b) formerly read: 


(b) the amount determined by the formula 


A+B-C+M 
where 


A _ is the individual’s unused RRSP deduction room at the 
end of the immediately preceding taxation year, 


Bis the amount, if any, by which the lesser of the RRSP 
dollar limit for the year and 18% of the individual’s 
earned income (within the meaning assigned by subsec- 
tion 146(1)) for the immediately preceding taxation year 
exceeds the total of all amounts each of which is the indi- 
vidual’s pension adjustment for the immediately preced- 
ing taxation year in respect of an employer or a pre- 
scribed amount in respect of the taxpayer for the year, 

C .. is the individual’s net past service pension adjustment, at 
that time, for the year, and 

M is, where the individual attained 18 years of age in a pre- 
ceding taxation year, $8,000, and otherwise, nil. 


Regulations: 8308(2), 8308.2, 8308.4(2), 8309 (prescribed 
amounts for “B’’). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans. 


Advance Tax Rulings: ATR-24: RRSP damages suit against 
investment management companies;. 


(1.2) Undeducted RRSP premiums — For the 
purposes of subsection (1.1) and the description of K 
in paragraph (1.3)(a), the amount of undeducted 
RRSP premiums of an individual at any time in a 
taxation year is the amount determined by the 
formula 


H+I1-J 
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where 


H_ is, for taxation years ending before 1992, nil, and 
for taxation years ending after 1991, the amount, 
if any, by which 

(a) the amount of the individual’s undeducted 
RRSP premiums at the end of the immediately 
preceding taxation year 


exceeds. 


(b) the total of the amounts deducted under 
subsections 146(5) and (5.1) in computing the 
individual’s income for the immediately pre- 
ceding taxation year, to the extent that each 
amount was deducted in respect of premiums 
paid under registered retirement savings plans 
in or before that preceding year, 


I is the total of all amounts each of which is 


(a) a premium (within the meaning assigned 
by subsection 146(1)) paid by the individual 
in the year and before that time under a regis- 
tered retirement savings plan under which the 
individual or the individual’s spouse was the 
annuitant (within the meaning assigned by 
subsection 146(1)) at the time the premium 
was paid, other than 


(i) an amount paid to the plan in the first 
60 days of the year and deducted in com- 
puting the individual’s income for the im- 
mediately preceding taxation year, 


(ii) an amount paid to the plan in the year 
and deducted under paragraph 60(j), (j.1), 
(.2) or (1) in computing the individual’s 
income for the year or the immediately 
preceding taxation year, 


(iii) an amount transferred to the plan on 
behalf of the individual in accordance with 
any of subsections 146(16), 147(19) and 
147.3(1) and (4) to (7) or in circumstances 
to which subsection 146(21) applies, 


(iv) an amount deductible under subsection 
146(6.1) in computing the individual’s in- 
come for the year or a preceding taxation 
year, 


(v) where the individual is a non-resident 
person, an amount that would, if the indi- 
vidual were resident in Canada throughout 
the year and the immediately preceding 
taxation year, be deductible under para- 
graph 60(), G.1), G.2) or (1) in computing 
the individual’s income for the year or the 
immediately preceding taxation year, or 


(vi) an amount paid to the plan in the year 
that is not deductible in computing the in- 
dividual’s income for the year because of 
subparagraph 146(5)(a)(iv.1) or 
(5.1)(a)(iv), or 


(b) a gift made in the year and before that time 
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to a registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning: assigned. by subsection 146(1)), 
other than:a gift: made thereto«by the individ- 
ual’s. spouse, and 


J is the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount (other than the portion thereof that 
reduces the amount on which tax is. payable 
by the individual under subsection, 204.1(1)) 
received by the individual in the year and 
before that time out of or under a, registered 
retirement savings plan or a registered retire- 
ment income fund-and included:in computing 
the individual’s income for the year 


exceeds 


(b) the amount deducted ‘under paragraph 
60(1) in computing the individual’s income for 
the year. . 
Related Provisions: 204.2(1.4)— Deemed receipt where RRSP 
or RRIF amended; 204.2(3) —.When retirement savings plan 
deemed. to be registered plan; 252(4) — Extended meaning of 
“spouse”; 257 — Formula cannot calculate to less than zero. 


History: The opening words of subsec. 204.2(1.2) amended by 
1996, c. 21, subsec. 51(2), applicable to 1996 et seg. Subsec. (1.2) 
formerly read: ,; 


(1.2) Undeducted RRSP. premiums — For the purposes. of 
subsection (1.1),.the amount of undeducted RRSP premiums 
of an individual at any time in a taxation year is the amount 
determined by the formula 


Subpara. (a)(v1) added to the description of I in subsec. 204.2(1.2) 
by 1995, c. 3, s. 49, applicable to 1994 et seq. 


Subpara. (a)(iii) of the description of I in subsec. 204.:2(1.2) substi- 
tuted by 1994, c. 21, s. 92, applicable to 1992 et seg. That subpara. 
formerly read: © 


(iii) an amount transferred to the plan on, behalf of the indi- 
vidual in accordance with any of subsections 146(16), 
147(19) and 147.3(1) and (4) to (7), 


(1.3) Group RRSP amount — For the purposes of 
this section, the group RRSP amount in respect of an 


individual at any time in a taxation year is, the lesser 
of 


(a) the lesser of the value of F and the amount 
determined by the formula 


F —~(G— K) 
where 
F is the lesser of 


(i) the total of all amounts each of which is 
a qualifying group RRSP premium paid by 
the individual, to the extent that the: pre- 
mium is included in determining the value 
of I in subsection (1.2) in respect of the in- 
dividual at that time, and 


(ii) the RRSP dollar limit for the following 
taxation year, 


G is the amount that would be determined under 
paragraph (1.1)(b) in respect of the individual 
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at that time if the values of C, D and E in that 
paragraph were nil, and 


K is 


(i) where the year is the 1996 taxation 
year, the amount, if any, by which the 
amount. of the individual’s undeducted 
RRSP premiums at the beginning of the 
year exceeds the individual’s cumulative 
excess amount in respect of registered re- 
tirement savings plans at the end of the 
1995 taxation year, and 


(ii) in any other case, the group RRSP 
amount in respect of the individual at the 
end of the preceding taxation year, and 


(b) the amount that would be the individual’s cu- 
mulative excess amount in respect of registered 
retirement savings plans at that time if the value 
of D in paragraph (1.1)(b) were nil. 
Related Provisions: 146(1) — Meaning of “net past service pen- 
sion adjustment” for RRSP rules; 204.2(1.2) — Undeducted RRSP 
premiums; 204.2(1.31) — Qualifying group RRSP premium; 
257 — Formula cannot calculate to less than zero. 
History: Subsec. 204.2(1.3). repealed. and. substituted by 1996, c. 


21, subsec, 51(3), applicable to_1996 et seg, Subsec.. (1.3) formerly 
read: 


(1.3) Net past service pension adjustment — For the pur- 
poses of subsection (1.1), the net past service pension adjust- 
ment of an individual, at any time, for a taxation year is the 
positive or negative amount determined by the formula 


P.=:G 
where 


P is the total of all amounts each of which is the accumu- 
lated PSPA of the individual for the year in respect of an 
employer, determined as of that time in accordance with 
prescribed rules; and 

G_is the amount of the individual’s PSPA withdrawals for 
the year, determined as of that time in accordance with 
prescribed rules. 

All that portion of subsec. 204.2(1.3) preceding the description of G 
amended by 1994, c. 7, Sch. VIL (1993, c. 24), s. 117, applicable 
after 1988. That portion formerly read: 

(1.3) Net past service pension adjustment — For the pur- 

poses of subsection (1.1), the net past service pension adjust- 

ment of an individual, at any time, for a taxation year is the 
amount determined by the formula 


P—(F+G) 
where 
P is the total of all amounts each of which is the accumu- 
lated PSPA of the individual for the year in respect of an 


employer, determined as of that time in accordance with 
prescribed rules, 


Fis the amount of the individual’s PSPA transfers for the 
year, determined as of that time in accordance with pre- 
scribed rules, and 


Regulations: 8303(2) (accumulated PSPA before 1996); 8307(5) 
(individual’s PSPA withdrawals before 1996). 


(1.31) Qualifying group RRSP premium — For 
the purpose of the description of F in paragraph 
(1.3)(a), a qualifying group RRSP premium paid by 


S. 204.2(1.5) 


an individual is a premium paid under a registered 
retirement savings plan where 


(a) the plan is part of a qualifying arrangement, 


(b) the premium is an’ amount to which the indi- 
vidual is entitled for services rendered by the in- 
dividual (whether or not as an employee), and 


(c) the premium was remitted to the plan on be- 
half of the individual by the person or body of 
persons that is required to remunerate the individ- 
ual for the services, or by an agent.for that person 
or body, 


but does not include the part, if any, of a premium 
that, by making (or failing to make) an election or 
exercising (or failing to exercise) any other right 
under the arrangement after beginning to participate 
in the arrangement and within 12 months before the 
time the premium was paid, the individual could 
have prevented from being paid under the plan and 
that would not as a consequence have been required 
to be remitted on behalf of the individual to another 
registered retirement savings plan or to a registered 
pension plan in respect of a money purchase provi- 
sion of the plan. 


Related Provisions: 204.2(1,32) — Qualifying arrangement. 


History: Subsec. 204.2(1.31) added by 1996, c. 21, subsec. 51(3), 
applicable to 1996 et seq. 


(1.32) Qualifying arrangement — For the pur- 
pose of paragraph (1.31)(a), a qualifying arrange- 
ment is an arrangement under which premiums that 
satisfy the conditions in paragraphs (1.31)(b) and (c) 
are remitted to registered retirement savings plans on 
behalf of two or. more individuals, but does not in- 
clude an arrangement where it is reasonable to con- 
sider that one of the main purposes of the arrange- 
ment is to. reduce tax. payable under this Part. 


History: Subsec. 204.2(1.32) added by 1996, c. 21, subsec. 51(3), 
applicable to 1996 et seq. 


(1.4) Deemed receipt where RRSP or RRIF 
amended — For the. purposes of subsection (1.2), 


(a) where an amount in respect of a registered re- 
tirement savings plan has been included in com- 
puting an individual’s income pursuant to para- 
graph 146(12)(b), that amount shall be deemed to 
have been received by the individual out of the 
plan at the time referred to in that paragraph; and 


(b) where an amount in respect of a registered re- 
tirement income fund has been included in com- 
puting an individual’s income pursuant to para- 
graph 146.3(11)(b), that amount shall be deemed 
to have been received by the individual out of the 
fund at the time referred to in that paragraph. 


Pre-RSC History: Subsecs. 204.2(1.1) to (1.4) added by 1990, c. 
35, subsec. 22(2), applicable after 1988. 


(1.5) Transitional amount — For the purpose of 
the description of E in paragraph (1.1)(b), an individ- 
ual’s transitional amount at any time in a taxation 
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year is the lesser of 
(a) $6,000, and 


(b) where the value of L is nil, nil, and in any 
other case, the amount determined by the formula 


L-—-M 
where 
L is the amount, if any, by which 


(i) the amount that would be determined 
under subsection (1.2) to be the amount of 
the individual’s undeducted RRSP premi- 
ums at that time if 


(A) the value of I in that subsection 
were determined for the 1995 taxation 
year without including premiums paid 
after February 26, 1995, 


(B) the value of I in that subsection 
were nil for the 1996 and subsequent 
taxation years, and 


(C) the value of J in that subsection 
were determined for the 1995 and sub- 
sequent taxation years without includ- 
ing the part, if any, of an amount re- 
ceived by the individual out of or under 
a registered retirement savings plan or 
registered retirement income fund that 
can reasonably be considered to be in 
respect of premiums paid after Febru- 
ary 26, 1995 by the individual under a 
registered retirement savings plan 


exceeds 


(ii) the total of all amounts each of which 
is an amount deducted under subsection 
146(5) or (5.1) in computing the individ- 
ual’s income for a preceding taxation year, 
to the extent that the amount was deducted 
in respect of premiums paid after that year 
(other than premiums paid before February 
27, 1995), and 


M is the amount that would be determined by the 
formula in paragraph (1.1)(b) in respect of the 
individual at that time if the values of D and E 
in that paragraph were nil and section 257 did 
not apply to that formula. 

Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: Subsec. 204.2(1.5) added by 1996, c. 21, subsec. 51(4), 
applicable to 1996 et seq. 


(2) Where terminated plan deemed to 
continue to exist — Notwithstanding paragraph 
146(12)(a), for the purposes of this Part, where a 
registered retirement savings plan ceases to exist and 
a payment or transfer of funds out of that plan has 
been made to which subsection 146(16) applied, if 
an individual’s excess amount for a year in respect 
of registered retirement savings plans would have 
been greater had that plan not ceased to exist, for the 
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purpose of computing the excess amount for a year 
in respect of registered retirement savings plans for 
so long as the individual or the individual’s spouse is 
the annuitant under any registered retirement savings 
plan under which an annuity has not commenced to 
be paid to the annuitant, the plan that ceased to exist 
shall be deemed to remain in existence and the indi- 
vidual or the individual’s spouse, as the case may be, 
shall be deemed to continue to be the annuitant 
thereunder. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


Forms: T3012: Application for refund of RRSP excess 
contributions. 


(3) When retirement savings plan deemed to 
be a registered plan — Where a retirement. sav- 
ings plan under which an individual or the individ- 
ual’s spouse is the annuitant (within the meaning as- 
signed by subsection 146(1)) is accepted by the 
Minister for registration, for the purpose of deter- 
mining 

(a) the amount of undeducted RRSP premiums of 

the individual at any time, and 


(b) the excess amount for a year in respect of reg- 
istered retirement savings plans of the individual 
at any time, 


the retirement savings plan shall be deemed to have 
become a registered retirement savings plan on the 
later of the day on which the plan came into exis- 
tence and May 25, 1976. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 204.2(3) substituted by 1990, c. 35, 
subsec. 22(3), applicable after 1988. Subsec. 204.2(3) formerly 
read: 


(3) When retirement savings plan deemed to have been 
a registered plan — Where a retirement savings plan under 
which an individual or his spouse is the annuitant is accepted 
by the Minister for registration, for the purpose of determin- 
ing the excess amount for a year in respect of registered re- 
tirement savings plans of the individual, that retirement sav- 
ings plan shall be deemed to have been a registered 
retirement savings plan since the later of May 25, 1976 and 
the day the plan came into existence. 


(4) Definition of “excess amount” for a 
DPSP — “Excess amount” at any time for a trust 
governed by a deferred profit sharing plan means the 
total of all amounts each of which is 


(a) such portion of the total of all contributions 
made to the trust before that time and after May 
25, 1976 by a beneficiary under the plan, other 
than 


(i) contributions that have been deducted by 
the beneficiary under paragraph 60(k) of the 
Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, 


(ii) amounts transferred to the plan on behalf 
of the beneficiary in accordance with subsec- 
tion 147(19), or 


(iii) the portion of the contributions (other 


1618 


Part X.2 — Tax re Registered Investments 


than contributions referred to in subpara-. 


graphs (1) and (ii)) made by the beneficiary in 
each calendar year before 1991 not in excess 
of $5,500, 


as has not been returned to the beneficiary before 
that time; or 


(b) a gift received by the trust before that time 
and after May 25, 1976. 


Related Provisions: 147(2)(a.1) — Acceptance of plan for 
registration. 


Pre-RSC History: Subsec. 204.2(4) substituted by 1990, c. 35, 
subsec. 22(4), applicable after 1988. Subsec. 204.2(4) formerly 
read: 


(4) “Excess amount” defined — “Excess amount” at a par- 
ticular time for a trust governed by a deferred profit’ sharing 
plan or a revoked plan means the aggregate of 


(a) the aggregate of contributions made to the trust before 
that time and after May 25, 1976 (other than contribu- 
tions to which paragraph 60(k) applies) by an employee 
who is or is about to become a member of the plan, to the 
extent that such contributions exceed $5,500 in a year, 
less any such contributions that have been returned to the. 
employee before that particular time, and 


(b) the amounts of any gifts received by the trust after 
May 25, 1976. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised. Statutes of Canada, 1952”). 


Definitions [s. 204.2]: “amount”, “annuity” —248(1); “Can- 
ada” — 255; “cumulative excess amount” — 204.2(1.1); “deferred 
profit sharing plan” — 147(1), 248(1); “employer” — 248(1); 
“sroup RRSP amount” — 204.2(1.3); “individual”, “Minister” 
248(1); “net past service pension adjustment” — 204.2(1.3); “past 
service pension adjustment” — 248(1), Reg. 8303; “pension adjust- 
ment” — 248(1), Reg. 8301(1); “prescribed” — 248(1); “qualifying 
arrangement” — 204.2(1.31); “qualifying group RRSP pre- 
mium” — 204.2(1.31); “registered retirement income fund” — 
146.3(1), 248(1); “registered retirement savings plan” — 146(1), 
248(1); “RRSP dollar limit” — 146(1), 248(1); “resident in Can- 
ada” — 250; “retirement savings plan” — 146(1), 248(1); 
“spouse” — 252(4)(a); “taxation year” — 249; “taxpayer” — 
104(1), 248(1); “transitional amount” — 204.2(1.5); “trust” — 
104(1), 248(1), (3); “undeducted RRSP premiums” — 204.2(1.2). 


Interpretation Bulletins [s. 204.2]: IT-124R6: Contributions to 
registered retirement savings plans. 


204.3 (1) Return and payment of tax — Within 
90 days after the end of each year after 1975, a tax- 
payer to whom this Part applies shall 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b). estimate in the return the amount of tax, if 
any, payable by the taxpayer under this Part in 
respect of each month in the year; and 


(c) pay to the Receiver General the amount of 

tax, if any, payable by the taxpayer under this 

Part in respect of each month in the year. 
Related Provisions: 150.1(5) — Electronic filing. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


S. 204.4(1) 


Information Circulars: 78-14R2: Guidelines for trust companies 
and other persons responsible for filing. 


Forms: T1-OVP: Individual income tax return for RRSP excess 
contributions; T1-OVP Sched.: Calculating the amount of RRSP 
contributions made before 1991 that are subject to tax; T3D: De- 
ferred profit sharing plan or revoked plan information and income 
tax return; T3R-IND: Registered retirement savings plan individual 
information return and income tax return. 


(2) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 

Pre-RSC History: Subsec. 204.3(2) substituted by 1986, c. 6, s. 
106. Subsec. 204.3(2) formerly read: 


(2) Provisions applicable to this Part — Subsections 
150(2) and (3), sections 152 and 158, subsection 161(1) and 
sections 162 to 167, and Division J of Part I are applicable 
mutatis mutandis to this Part. 


Definitions [s. 204.3]: “amount”, “Minister”, “prescribed”, “tax- . 
payer” — 248(1). 

Interpretation Bulletins [s. 204.3]: IT-124R6: Contributions to 
registered retirement savings plans. 


Pre-RSC History [Part X.1]: Part X.1 (ss. 204.1 to 204.3) added 
by 1976-77, c. 4, s. 69, applicable to months ending after May, 
1976. 


Part X.2 — Tax in respect of 
Registered Investments 


204.4 (1) Definition of “registered invest- 
ment” —In this Part, “registered investment” 
means a trust or a corporation that has applied in pre- 
scribed form as of a particular date in the year of ap- 
plication and has been accepted by the Minister as of 
that date as a registered investment for one or more 
of the following: 

(a) registered retirement savings plans, 

(b) [Repealed under former Act] 

(c) registered retirement income funds, and 

(d) deferred profit sharing plans 


and that has not been notified by the Minister that it 
is no longer registered. under this Part. 


applies to entire Act. 


Interpretation Bulletins: IT-320R2: RRSPs — qualified 


investments. 
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(2) Acceptance of applicant for registra- 
tion — The Minister may accept for registration for 
the purposes of this Part any applicant that is 


(a) a trust that has as its sole trustee a corporation 
licensed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada the 
business of offering to the public its services as 
trustee if, on the particular date referred to in sub- 
section (1), 


(i) all the property of the applicant is held in 
trust for the benefit of not fewer than 20 bene- 
ficiaries and 
(A) not fewer than 20 beneficiaries are tax- 
payers described in paragraph 205(a) or 
(c), or 


(B) not fewer than 100 beneficiaries are 
taxpayers described in paragraph 205(b) or 
(e), 

(ii) the total of 


(A) the fair market value at the time of ac- 
quisition of its shares, bonds, mortgages, 
marketable securities and cash, and 


(B) the amount by which the fair market 
value at the time of acquisition of its real 
property that may reasonably be regarded 
as being held for the purpose of producing 
income from property exceeds the total of 
all amounts each of which is owing by it 
on account of its acquisition of the real 
property 
is not less than 80% of the amount by which 
the fair market value at the time of acquisition 
of all its property exceeds the total of all 
amounts each of which is owing by it on ac- 
count of its acquisition of real property, 


(111) the fair market value at the time of acqui- 
sition of its shares, bonds, mortgages and 
other securities of any one corporation or 
debtor (other than bonds, mortgages and other 
securities of or guaranteed by Her Majesty in 
right of Canada or a province or Canadian 
municipality) is not more than 10% of the 
amount by which the fair market value at the 
time of acquisition of all its property exceeds 
the total of all amounts each of which is an 
amount owing by it on account of its acquisi- 
tion of real property, 


(iv) the amount by which 


(A) the fair market value at the time of ac- 
quisition of any one of its real properties 


exceeds 


(B) the total of all amounts each of which 
is owing by it on account of its acquisition 
of the real property 


is not more than 10% of the amount by which 
the fair market value at the time of acquisition 
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of all its property exceeds the total of all 
amounts each of which is owing by it on ac- 
count of its acquisition of real property, 


(v) not less than 95% of the income of the ap- 
plicant for its most recently completed fiscal 
period, or where no such period exists, that 
part of its current fiscal period before the par- 
ticular date, was derived from investments de- 
scribed in subparagraph (ii), 

(vi) the total value of all interests in the appli- 
cant owned by all trusts or corporations de- 
scribed in paragraph 205(a) or (c) to which 
any one employer, either alone or together 
with persons with whom the employer was 
not dealing at arm’s length, has made contri- 
butions does not exceed 25% of the value of 
all its property, 


_ (vil) the total value of all interests in the appli- 


cant owned by all trusts described in para- 
graph 205(b) or (e) to which any one tax- 
payer, either alone or together with persons 
with whom the taxpayer was not dealing at 
arm’s length, has made contributions does not 
exceed 25% of the value of all its property, 
and 


(viii) the applicant does not hold property ac- 
quired by it after May 26, 1975 that is 


(A) a mortgage (other than a mortgage in- 
sured under the National Housing Act), or 
an interest therein, in respect of which the 
mortgagor is the annuitant under a regis- 
tered retirement savings plan or a regis- 
tered retirement income fund, or a person 
with whom the annuitant is not dealing at 
arm’s length, if any of the funds of a trust 
governed by such a plan or fund have been 
used to acquire an interest in the applicant, 
or , 


(B) a bond, debenture, note or similar obli- 
gation issued by a cooperative corporation 
(within the meaning assigned by subsec- 
tion 136(2)) or a credit union that has 
granted any benefit or privilege to any an- 
nuitant or beneficiary under a plan or fund 
referred to in subsection (1) that is depen- 
dent on or related to 


(1) ownership by a trust governed by 
any such plan or fund of shares, bonds, 
debentures, notes or similar obligations 
of the cooperative corporation or credit 
union, or 


(II) ownership by the applicant of 
shares, bonds, debentures, notes or sim- 
ilar obligations of the cooperative cor- 
poration or credit union if the trust gov- 
erned by any such plan or fund has 
used any of its funds to acquire an in- 
terest in the applicant; 
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(b) a trust that 


(i) would be a.trust described in paragraph (a) 
if that paragraph were read without reference 
to. subparagraphs (a)(i), (vi) and (vii), and 
(ii) holds only prescribed. investments for the 
type of plan or fund in respect of which it has 
applied for registration; 


(c) a mutual fund trust; 
(d) a trust that 


(i) would be a mutual fund trust if paragraph 
132(6)(c) were not applicable, and > 


(ii) holds only prescribed investments for the 


type of plan or fund in respect of which it has 
applied for registration; 


(e) a mutual fund corporation or investment cor- 
poration; or : 


(f) a corporation that 


(i) would be a mutual fund corporation or in- 
vestment corporation if it could have elected 
to be a public corporation under paragraph (b) 
of the definition “public corporation” 
section 89(1) had the conditions prescribed 
therefor required only that a class of shares of 
its capital stock be qualified for distribution to 
the public, and 


(ii) holds only prescribed investments for the 
type of plan or fund in respect of which it has 
applied for registration. 


Related Provisions: 204.6(1), (2) and (3) — Tax payable. 


Pre-RSC History: Para, 204.4(1)(b) repealed by 1986, c. 6, sub- 
sec. 107(1), applicable to 1986 et seg. Para. 204.4(1)(b) formerly 
read: 


(b) registered home ownership savings plan, 


Cl. 204.4(2)(a)(i)(B) and subpara. 204.4(2)(a)(vi1) substituted by 
1986, c. 6, subsecs. 107(2), (3), to. delete a reference, in each, to 
paragraph 205(d), applicable ‘to 1986 et seq. 


Cl. 204.4(2)(a)(viii)(A) substituted by 1986, c. 6, subsec. 107(4), to 
delete “or beneficiary” from after “the annuitant” in two places, and 
to delete “a registered home ownership saving plan” from after “a 
registered retirement savings plan’, applicable to. 1986 et seq. 
That portion of ¢l. 204.4(2)(a)(viti)(B) preceding subcl. (1) substi- 
tuted by 1985, c. 45, s. 108. That portion formerly read: 
(B) a bond; debenture, note or similar obligation issued by a 
cooperative corporation or a credit union (within the mean- 
ings assigned by sections 136 and 137) that has granted any 
benefit or¢privilege to any annuitant or beneficiary under a 
plan or fund referred to in subsection. (1) that is dependent 
upon or related to 
Regulations: 4900, 4901 (prescribed investments). 
Forms: T3RI: Registered investment information and income tax 
return; T2217: Application for registration as .a registered 
investment. 


(3) Revocation of eoletiatlors-soaMe Minister 
shall notify a registered investment that it is no 
longer registered 


(a) on being satisfied that, at a date subsequent. to 
its registration date, it no longer satisfies one or 


in sub-. 


riod” — 248(1), 249(2)(b), 249.1; 
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more of the conditions necessary for it to be ac- 
ceptable for registration under this Part, other 
than a condition the failure of which to satisfy 
would make it liable for tax under section 204.6; 
OL eft: 

(b) within 30 days after receipt of a request in 
prescribed form from the registered investment 
for termination of its registration. | 


(4) Suspension of revocation — Notwithstand- 


ing a notification to a taxpayer under subsection (3), 
for the purposes of sections 204.6 and 204.7 and Part 


_ XI, the taxpayer shall be deemed to be a registered 


investment for each month or part thereof after the 
notification during which an interest in, or a share of 
the capital stock of, the taxpayer continues, by virtue 
of having been a registered investment, to be a quali- 
fied investment for a plan or fund referred to in sub- 
section (1). 


Pre-RSC History: Subsec. 204.4(4) substituted by 1980-81-82-83, 
c. 140, s. 115, applicable to 1981 et seq. 


(5) Cancellation of revocation — Where a regis- 
tered investment has been notified pursuant to para- 
graph (3)(a) and within 3 months from the date of 
notification it satisfies the Minister that it is accept- 
able for registration under this Part, the Minister may 
declare the notification to be a nullity. 


(6) Successor trust — Where at any time in a 
year a particular trust described in paragraph (2)(a) 
or (b) has substantially the same beneficiaries and 
can reasonably be regarded as being a continuation 
of another trust that was a registered investment in 
the’ year or the immediately preceding year, for the 
purposes of this Part, the particular trust shall be 
deemed to be the same trust as the other trust. 


(7) Deemed registration of registered invest- 


ment — Where at the end of any month a registered 
investment could qualify for acceptance at that time 


under subsection (2), it shall be deemed for, the pur- 


poses of section 204.6 to have been registered under 
the first of the following paragraphs under which it 
is registrable regardless of the paragraph under 
which it was accepted for registration by the Minis- 
ter: 


(a) paragraph (2)(c) or (e), as the case may be; 


(b) paragraph (2)(a); 
(c) paragraph (2)(d) or (f), as the case may be; 
and 


(d) paragraph (2)(b). 
Definitions [s. 204.4]: “amount” — 248(1); 
251(1); “Canada” — 255; “ ni ; “corpora- 
tion” — 248(1), Interpretation Act 35(1); “credit union” — 137(6), 
248(1); “deferred profit sharing plan’ — 147(1), 248(1); “fiscal pe- 
“investment corporation” — 
130(3), 248(1); “Minister” — 248(1); “mutual fund corporation” — 


“arm’s length” — 


~ 131(8), 248(1); “mutual fund trust” — 132(6), 248(1); “prescribed”, 


29 


“propert ; “regis- 
tered investment” — 204.4(1), 248(1); “registered retirement in- 
come fund’? — 146.3(1), 248(1); “registered retirement savings 
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plan” — 146(1), 248(1); “share”, “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 


204.5 Publication of list in Canada Gazette — 
Each year the Minister shall cause to be published in 
the Canada Gazette a list of all registered invest- 
ments as of December 31 of the preceding year. 


Definitions: “Minister” — 248(1); “registered investment” — 
204.4(1), 248(1). 


204.6 (1) Tax payable — Where at the end of any 
month a taxpayer that is a registered investment de- 
scribed in paragraph 204.4(2)(b), (d) or (f) holds 
property that is not a prescribed investment for that 
taxpayer, it shall, in respect of that month, pay a tax 
under this Part equal to 1% of the fair market value 
at the time of its acquisition of each such property. 
Related Provisions: 204.4(3) and (4) — Revocation of registra- 


tion; 205 — Application of Part XI; 259 — Proportional holdings in 
trust property. 


Regulations: 4901 (prescribed investment). 


(2) ldem — Where at the end of any month a tax- 
payer that is a registered investment described in 
paragraph 204.4(2)(a) or (b) holds property that is a 
share, bond, mortgage or other security of a corpora- 
tion or debtor (other than bonds, mortgages and 
other securities of or guaranteed by Her Majesty in 
right of Canada or a province or Canadian munici- 
pality), it shall, in respect of that month, pay a tax 
under this Part equal to 1% of the amount, if any, by 
which 

(a) the total of all amounts each of which is the 

fair market value of such a property at the time of 

its acquisition 


exceeds 
(b) 10% of the amount by which 


(i) the total of all amounts each of which is the 
fair market value, at the time of acquisition, of 
one of its properties 


exceeds 


(ii) the total of all amounts each of which is an 
amount owing by the trust at the end of the 
month in respect of the acquisition of real 
property. 
Related Provisions: 205 — Application of Part XI; 259 — Pro- 
portional holdings in trust property. 


Pre-RSC History: Subpara. 204.6(2)(b)(ii) substituted by 1980- 
81-82-83, c. 140, subsec. 116(1), applicable to 1981 ef seq. 


(3) Idem — Where at the end of any month a tax- 
payer that is a registered investment described in 
paragraph 204.4(2)(a) holds real property, it shall, in 
respect of that month, pay a tax under this Part equal 
to 1% of the total of all amounts each of which is the 
amount by which the excess of 


(a) the fair market value at the time of its acquisi- 
tion of any one real property of the taxpayer 


Income Tax Act 


Over 


(b) the total of all amounts each of which was an 
amount owing by it at the end of the month on 
account of its acquisition of the real property 


was greater than 10% of the amount by which the 
total of all amounts each of which is the fair market 
value at the time of its acquisition of a property held 
by it at the end of the month exceeds the total of all 
amounts each of which was an amount owing by it at 
the end of the month on account of its acquisition of 
real property. 

Related Provisions: 205 — Application of Part XI. 

Pre-RSC History: All that portion of subsec. 204.6(3) following 
para. (a) substituted by 1980-81-82-83, c. 140, subsec. 116(2), ap- 
plicable to 1981 et seq. 

Definitions [s. 204.6]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “prescribed”, “property” — 


248(1); “registered investment” — 204.4(1), 248(1); hiking Wee 
payer” — 248(1); “trust” — 104(1), 248(1), (3). 


204.7 (1) Return and payment of tax — Within 
90 days from the end of each taxation year com- 
mencing after 1980, a registered investment shall 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax, if 
any, payable by it under this Part for the year; 
and 


(c) pay to the Receiver General the amount of 
tax, if any, payable by it under this Part for the 
year. 


Related Provisions: 150.1(5) — Electronic filing. 
Forms: T3RI: Registered investment information return. 


(2) Liability of trustee — Where the trustee of a 
registered investment that is liable to pay tax under 
this Part does not remit to the Receiver General the 
amount of the tax within the time specified in sub- 
section (1), the trustee is personally liable to pay on 
behalf of the registered investment the full amount of 
the tax and is entitled to recover from the registered 
investment any amount paid by the trustee as tax 
under this section. 


(3) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History: Subsec. 204.7(3) substituted by 1986, c. 6, s. 
108. Subsec. 204.7(3) formerly read: 


(3) Provisions applicable to this Part — Subsections 
150(2) and (3), sections 152 and 158, subsection 161(1) and 
sections 162 to 167, and Division J of Part I are applicable 
mutatis mutandis to this Part. 


Definitions [s. 204.7]: “amount”, “Minister”, “prescribed”? — 
248(1); “registered investment” — 204.4(1), 248(1); “taxation 
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year” — 249. 


Pre-RSC History [Part X.2]: Part X.2 (ss. 204.4~—204.7) added by 
1980-81-82-83, c. 48, s. 94, applicable to 1981 et seq. 


Part X.3 — Registered 
Labour-Sponsored Venture 
Capital Corporations 


204.8 Definitions — In this Part, 


“annuitant” has the meaning assigned by subsection 
146(1); 


“eligible business entity’’, at any time, means a par- 
ticular entity that is a Canadian partnership or a taxa- 
ble Canadian corporation, all or substantially all of 
the fair market value of the property of which is, at 
that time, attributable to 


(B) a debt obligation owing to a share- 
holder of the entity or to a person related 
‘to any such shareholder, : 


(c) a guarantee provided by the particular corpo- 
ration in respect of a debt obligation that would, 
if the debt obligation had been issued to the par- 
ticular corporation at the time the guarantee was 
provided, have been at that time an eligible in- 
vestment because of paragraph (b), or 


(d) an option or a right granted by an eligible bus- 
iness entity that is a corporation, in conjunction 
with the issue of a share or debt obligation that is 
an eligible investment, to acquire a share of the 
capital stock of the eligible business entity that 
would be an eligible investment if that share were 
issued at the time that the option or right was 
granted, 


if, immediately after the time the share or debt obli- 


(a) property used in a specified active business | gation was issued, the guarantee was provided or the 
carried on by the particular entity or by a corpo- | option or right was granted, as the case may be, 


ration controlled by the particular entity, 


(b) shares of the capital stock or debt obligations 
of one or more entities that, at that time, are eligi- 
ble business entities related to the particular en- 
tity, or 


(c) any combination of properties described in 
paragraph (a) or (b); 


“eligible investment” of a particular corporation 
means 


(a) a share that was issued to the particular corpo- 
ration and that is a share of the capital stock of a 
corporation that was an eligible business entity at 
the time the share was issued, 


(b) a particular debt obligation that was issued to 
the particular corporation by an entity that was an 
eligible business entity at the time the particular 
debt obligation was issued where 


(i) the entity is not restricted by the terms of 

the particular debt obligation or by the terms 
of any agreement related to that obligation 
from incurring other debts, 


(ii) the particular debt obligation, if secured, is 
secured solely by a floating charge on the as- 
sets of the entity or by a guarantee referred to 
in paragraph (c), and 

(iii) the particular debt obligation, by its terms 
or any agreement relating to that obligation, is 
subordinate to all other debt obligations of the 
entity, except that, where the entity is a corpo- 
ration, the particular debt obligation need not 
be subordinate to 


(A) a debt obligation issued by the entity 
that is prescribed to be a small business se- 
curity for the purposes of paragraph (a) of 
the definition ‘small business property”’ in 
subsection 206(1), or 
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(e) the total of the costs to the particular corpora- 
tion of all shares, options, rights and debt obliga- 
tions of the eligible business entity and all corpo- 
rations related to it and 25% of the amount of all 
guarantees provided by the particular corporation 
in respect of debt obligations of such eligible bus- 
iness entity and any corporation related to it does 
not exceed the lesser of $10,000,000 and 10% of 
the shareholders’ equity in the particular corpora- 
tion at that time, determined in accordance with 
generally ‘accepted accounting principles, on a 
cost basis and without taking into account any 
unrealized gains or losses on the investments of 
the particular corporation, 


(f) the carrying value of the total assets. of the eli- 
gible business entity and all corporations related 
to it (determined in accordance with generally ac- 
cepted accounting principles on a consolidated or 
combined basis, where applicable) does not ex- 
ceed $50,000,000, and 


(g) the number of employees of the eligible busi- 
ness entity and all corporations related to it does 
not exceed 500; 


S. 204.8 eli 


Related Provisions: 204.81(4) — Determination of cost. 


History: Para. (a) of “eligible investment” in s. 204.8 amended by 
1994, c. 8, subsec. 29(1), to delete “that is prescribed for the pur- 
poses of subsections 110.6(8) and (9)”, applicable after December 
2, 1992. i 


Para. (f) of “eligible investment” in s. 204.8 amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 118(1), to substitute “$50,000,000” 
for “$35,000,000”, applicable to 1992 et seg. 


“eligible labour body” means a trade union, as de- 
fined in the Canada Labour Code, that represents 
employees in more than one province, or an organi- 
zation that is composed of 2 or more such unions; 


History: “Eligible labour body” added to s. 204.8 by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 118(3), applicable to 1992 ef seg. 
tax credit’ — 


“labour-sponsored funds 


[Repealed] 


History: The definition “labour-sponsored funds tax credit” in s. 
204.8 repealed by 1997, c. 25, subsec. 55(1), applicable after 1995. 
It formerly read: 


“labour-sponsored funds tax credit” has the meaning assigned 
by subsection 127.4(1); 


“national central labour body” — [Repealed] 


History: “National central labour body” in s. 204.8 repealed by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 118(2), applicable to 
1992 et seq. That definition formerly read: 


“national central labour body” means an organization that is 
composed of not fewer than 2 trade unions, as defined in the 
Canada Labour Code, each of which represents employees in 
more than one province; 


Income Tax Act 


“original acquisition” of a share has the meaning 
assigned by subsection 127.4(1); 


History: The definition “original acquisition” added to s. 204.8 by 
1997, c. 25, subsec. 55(4), applicable after 1995, 


“original purchaser” — [Repealed] 


History: The definition ‘ ‘original purchaser” ins. 204.8 repealed by 
1997, c. 25, subsec. 55(2), applicable to corporations that are incor- 
porated after March 5, 1996. It formerly read: 


“original purchaser”, in relation to a share, means the individ- 
ual to whom the share: was issued: 


“registered labour-sponsored venture capital cor- 
poration” — [Repealed] 
Related Provisions: 248(1)“registered labour- sponsored venture 
capital corporation” — Definition to apply to entire Act; Reg. 
6701(c) — Registered labour-sponsored venture capital corporation 
deemed to be ee labour-sponsored venture capital 
corporation. 
History: The definition “registered labour-sponsored venture capi- 
tal corporation” in s. 204.8 repealed by 1997, c, 25, subsec. 55(1), 
applicable after 1995. It formerly read: 
“registered labour-sponsored venture capital corporation” 
means a Corporation registered under subsection 204.81(1); 


“reserve”. means property described in any of 
paragraphs (a), (b), (c), (f) and (g) of the definition 
“qualified investment” in section 204; 


“revoked corporation’ means a corporation the re- 
gistration of which has been revoked under subsec- 
tion 204.81(6); 


Related Provisions: 211.7“revoked corporation” — Definition 
for Part XII.5. 


“specified active business”, at any time, means an 
active business that is carried on in Canada where, at 
that time, 


(a) at least 50% of the full-time employees em- 
ployed in respect of the business are employed in 
Canada, and 


(b) at least 50% of the salaries and wages paid to 
employees employed in respect of the business 
are reasonably attributable to services rendered in 
Canada by the employees. 


conditions for the registration 
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“specified individual’, in respect of a share, means 
an individual (other than a trust) whose labour-spon- 
sored funds tax credit (as defined by subsection 
127.4(6)) in respect of the original acquisition of the 
share is not nil or would not be nil if this Act were 
read without reference to paragraphs 127.4(6)(b) and 


(d). 


History: The definition “specified individual” in s. 204.8 amended 
by 1997, c. 25, subsec. 55(3), applicable after 1995. It formerly 
read: 


“specified individual”, in respect of a share, means an indi- 
vidual (other than a trust) whose labour-sponsored funds tax 
credit for a taxation year would take into account the amount 
of consideration paid to acquire, or to subscribe for, the share 
if the information return described in paragraph 204.81(6)(c) 
in respect of the share were filed as required under paragraph 
127.4(3)(b). 

The definition “specified individual” added to s. 204.8 by 1994, c. 

8, subsec. 29(2), applicable after December 2, 1992. 


Definitions [s. 204.8]: “original acquisition” — 127.4(1), 204.8. 
See also Definitions at end of 204.87. 


204.81 (1) Conditions for registration — The 
Minister may register a corporation for the purposes 
of this Part if, in the opinion of the Minister, it com- 
plies with the following conditions: 


(a) the corporation has applied in prescribed form 
to the Minister for registration; 


(b) the corporation was caused to be incorporated 
under the Canada Business Corporations Act by 
an eligible labour body; and 


(c) the articles of the corporation provide that 


(i) the business of the corporation is restricted 
to assisting the development of eligible busi- 
ness entities and to creating, maintaining and 
protecting jobs by providing financial and 
managerial advice to such entities and by in- 
vesting funds of the corporation in eligible in- 
vestments and reserves, 


(ii) the authorized capital of the corporation 
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shall consist only of 


(A) Class A shares that are issuable only to 

‘individuals (other than trusts) and trusts 

governed by registered retirement savings 
_ plans, that entitle their holders 


(I) to receive notice of and, subject to 
the Canada Business Corporations Act, 
to attend and vote at all meetings of the 
shareholders of the corporation, 


(II) to receive dividends at the discre- 
tion of the board of directors of the cor- 
poration, and | 


(IIT) to receive, on dissolution of the 
corporation, all the assets of the corpo- 
ration that remain after payment of all 
amounts payable to the holders of all 
other classes of shares of the 
corporation, 


(B) Class B shares that are issuable only to 
and may be held only by eligible labour 
bodies, that entitle each of those 
shareholders | 


(I) to receive notice of and, subject to 
the Canada Business Corporations Act, 
to attend and vote at all meetings of the 
shareholders of the corporation, and 


(II) to receive, on dissolution of the 
corporation, an amount equal to the 
amount of the consideration received 
by the corporation on the issue of the 
Class B shares, 


but that do not entitle them to receive divi- 
dends, and 


(C) such additional classes of shares with- 
out voting rights (except as may be re- 
quired by law). as are authorized, where the 
rights, privileges, restrictions and condi- 
tions attached to the shares are determined 
by the board of directors of the corporation 
and approved by the Minister of Finance, 


(iii) the business and affairs of the corporation 
shall be managed by a board of directors, at 
least '/2 of whom are appointed by the Class B 
shareholders, 


(iv) the corporation shall not reduce its paid- 
up capital in respect of a class of shares (other 
than Class B shares) otherwise than by way of 
a redemption of shares of the corporation or in 
such other manner as is. prescribed, 


(v) the corporation shall not redeem a Class A 
share in respect of which an information re- 
turn described in paragraph (6)(c) has been is- 
sued unless 


(A) where the share is held by the speci- 
fied individual in respect of the share, a 
spouse or former spouse of that individual 
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or a trust governed by a registered retire- 
ment savings plan or registered retirement 
income fund under which that individual 
or spouse is the annuitant, 


(I) a request in writing to redeem the 
share is made by the holder to the cor- 
poration and the information return re- 
ferred to in paragraph (6)(c) has been 
returned to the corporation, or 


(II) [Repealed] 


(III) the corporation is notified in writ- 
ing that the specified individual in re- 
spect of the share became disabled and 
permanently unfit for work or termi- 
nally ill after the share was issued, 


(B) there is no specified individual in re- 
spect of the share, 


(C) [Repealed] 


(D) the corporation is notified in writing 
that the share is held by a person on whom 
the share has devolved as a consequence of 
the death of 


(1) a holder of the share, or 


(II) an annuitant under a trust governed 

by a registered retirement savings plan 

or registered retirement income fund 
_ that was a holder of the share, 


(E) the redemption occurs more than 8 
years after the day on which the share was 
issued, or 


(F) the holder of the share has satisfied 

such other conditions as are prescribed, 
(vi) [Repealed] 
(vii) the corporation shall not register a trans- 
fer of a Class A share by the specified individ- 
ual in respect of the share, a spouse of the 
specified individual or a trust governed by a 
registered retirement savings plan or regis- 
tered retirement income fund under which the 
specified individual or spouse is the annuitant, 
unless 


(A) no information return has been issued 
under paragraph (6)(c) in respect of the 
share, 


(B) [Repealed] 


(C) the transfer is to the specified individ- 
ual, a spouse or former spouse of the spec- 
ified individual or a trust governed by a 
registered retirement savings plan or regis- 
tered retirement income fund under which 
the specified individual or the spouse or 
former spouse of the specified individual is 
the annuitant, 


(D) the corporation is notified in writing 


that the transfer occurs as a consequence 
of the death of the specified individual or a 
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spouse of the specified individual, 


(E) the corporation is notified in writing 
that the transfer occurs after the specified 
individual dies, 


(F) [Repealed] 


(G) the corporation is notified in writing 
that the specified individual became dis- 
abled and permanently unfit for work or 
terminally ill after the share was issued 
and before the transfer, or 


(H) such other conditions as are prescribed 
are satisfied; 


(viii) the corporation shall not pay any fee or 
remuneration to a shareholder, director or of- 
ficer of the corporation unless the payment 
was approved by a resolution of the directors 
of the corporation, and 


(ix) the corporation shall not make any invest- 
ment in an eligible business entity with which 
the corporation or any of the directors of the 
corporation does not deal at arm’s length 
unless 


(A) the corporation would deal at arm’s 
length with the eligible business entity but 
for the corporation’s interest as the holder 
of eligible investments in such entity, or 


(B) the investment was approved by spe- 
cial resolution of the shareholders of the 
corporation before the investment was 
made. 


Related Provisions: 131(8) — Prescribed LSVCC deemed to be 
a mutual fund corporation; 131(11) — Rules respecting prescribed 
LSVCCs; 204.81(6)(a), (a.1) — Revocation of registration for fail- 
ure to comply with conditions; 211.7 — Recovery of credit from 
provincial LSVCCs; 211.8(1) — Clawback of credit on disposition 
of approved share; 211.9(a)(ii) — Refund of clawback; 248(1)“teg- 
istered labour-sponsored venture capital corporation” — Definition 
of RLSVCC for entire Act; 248(8) — Occurrences as a-conse- 
quence of death; 252(4) — Extended meaning of “spouse”. 


History: Cl. 204.81(1)(c)(ii)(B), subpara. (c)(iii), the opening 
words of subpara. (c)(v),.subcl. (c)(v)(A)(J), cl. (c)(v)(E) amended, 
subcl. (c)(v)(A)UID, cl. (c)(v)(C), subpara. (c)(vi) and cl. (c)(vii)(B) 
repealed, by 1997, c. 25, subsecs. 56(1)-(8), applicable to corpora- 
tions that are incorporated after March 5, 1996. Those ‘provisions 
formerly read: 


(B) Class B shares that are issuable only to and may be held 
only by the eligible labour body that caused the corporation 
to be incorporated and that entitle the eligible labour body 


(I) to receive notice of and, subject to the Canada Busi- 
ness Corporations Act, to attend and vote at all meetings 
of the shareholders of the corporation, and 


(II) to receive, on dissolution of the corporation, an 
- amount equal to the amount of the consideration received 
by the corporation on the issue of the Class B shares, 


but that do not entitle the eligible labour body to receive divi- 
dends, and 


(iii) the business and affairs of the corporation shall be man- 
aged by a board of directors at least '/2 of whom are appointed 
by the eligible labour body that caused the corporation to be 
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incorporated, 


(v) subject to the provision described in subparagraph (vi), 
the corporation may redeem a Class A share in respect of 
which an information return described in paragraph (6)(c) has 
been issued only if 


sees 


(I) a request in writing to redeem the share is made by the 
holder to the corporation within 60 days after the day on 
which the share was issued to the original purchaser and the 
information return referred to in paragraph (6)(c) has been re- 
turned to the corporation, 


(II) the corporation is notified in writing that the specified in- 
dividual in respect of the share has retired from the workforce 
or ceased to be resident in Canada, or 


(C) the time of redemption is on or after the day on which the 
specified individual in respect of the share attained, or would, 
but for death, have attained the age of 65 years, 


(E) the redemption occurs more than 5 years after the day on 
which the share was issued, or 
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(vi) unless a Class A share has been issued and outstanding 
for at least 2 years, the corporation shall not be permitted to 
redeem the share solely because the specified. individual in 
respect of the share attains 65 years of age or the corporation 
is notified that the specified individual 


(A) has retired from the workforce, or 


(B) has ceased to be resident in Canada, 


(B) the transfer occurs more than 5 years after the day on 
which the share was issued, 


Cl. .204.81(1)(c)(vii)(E) amended. and cl. (F) repealed, by 1997, c. 
25, subsec. 56(9), applicable to corporations that are incorporated 
after December 5, 1996. Those cls. formerly read: 


(E) the corporation is notified in writing that the transfer oc- 
curs after the specified individual dies, retires from the 
workforce or ceases to be resident in Canada, 


(F) the specified individual attains 65 years of age, 


The opening words of para. 204.81(1)(c) amended by 1994, c. 8, 
subsec. 30(1), applicable after 1988. They formerly read: 


(c) the articles of incorporation of the corporation provide 
that 


The opening words of cl. 204.81(1)(c)(ii)(A), that portion of sub- 
para. 204.81(1)(c)(ii) following subcl. (A)(III) repealed, and sub- 
paras. 204.81(c)(v) to (vii) amended, by 1994, c. 8, subsecs. 30(2) 
to (4), applicable after December 2, 1992 except that, where a cor- 
poration was registered under subsec. 204.81(1) before December 3, 
1992, the amendment applies to the corporation on and after the ear- 
lier of 


(a) November 30, 1994, and 
(b) the first day after December 2, 1992 on which the articles of 
incorporation of the corporation are amended. 

The substituted and repealed portions formerly read: 
(A) Class A shares that are issuable only to individuals (other 
than trusts), that entitle the holders thereof 


and that, where an information return described in paragraph 
(6)(c) was issued in respect thereof, are redeemable or trans- 
ferable only in the circumstances described in subparagraph 
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(v) or (vii), as the case may be, 


(v) subject to the provision described in subparagraph (vi), 
the corporation may redeem a Class A share in respect of 
which an information return described in paragraph (6)(c) 
was issued only if the corporation is requested in writing by 
the holder of the share to redeem it and 


(A) where the share is held by the original purchaser, 


(I) the request is made within 60 days after the day 
on which the share was issued to the original pur- 
chaser, the information return referred to in para- 
graph (6)(c) was returned to the corporation and the 
share is not held as an investment of a registered re- 
tirement savings plan, or 


(ID the corporation is notified in writing that the 
original purchaser has retired from the workforce, 
has attained 65 years of age, has ceased to be a resi- 
dent, of Canada or has, after acquiring the share, be- 
come disabled and permanently unfit for work or be- 
come terminally ill, 


(B) where the holder of the share is not the original pur- 
chaser, the time of redemption is on or after the day on 
which the original purchaser attained, or would, but for 
death, have attained the age of 65 years, 


(C) the share is held by an individual who notifies the 
corporation in writing that the share has devolved on the 
individual as a consequence of the death of a shareholder 
of the corporation, 


(D) the share is held as an investment of a registered re- 
tirement savings plan under which the original purchaser 
or the original purchaser’s spouse is the annuitant and the 
original purchaser has died or, where the original pur- 
chaser is living, the corporation is notified in writing that 
the original purchaser 


(I) has retired from the workforce or has attained 65 
years of age, 


(II) has, after acquiring the share, become disabled 
and permanently unfit for work or become terminally 
ill, or 


({II) has ceased to be a resident of Canada, 


(E) the share is held as an investment of a registered re- 
tirement savings plan under which the original purchaser 
or the original purchaser’s spouse is not an annuitant and 
the time of redemption is on or after the day on which the 
original purchaser attained, or would, but for death, have 
attained the age of 65 years, 


(F) the redemption occurs more than 5 years after the day 
on which the share was issued, or 


(G) the holder of the share has satisfied such other condi- 
tions as are prescribed, 


(vi) the corporation shall not, because of the original pur- 
chaser of a share described in subparagraph (v) 


(i) having retired from the workforce, 
(ii) having attained 65 years of age, or 
(iii) having ceased to be a resident of Canada, 


redeem the share until it has been issued and outstanding for 
at least 2 years, 


(vii) the corporation shall not register a transfer by the origi- 
nal purchaser, or by a registered retirement savings plan 
under which the original purchaser or the original purchaser’s 
spouse is the annuitant, of a Class A share in respect of which 
an information return described in paragraph (6)(c) was is- 
sued, except where the transfer occurs more than 5 years after 
the day on which the share was issued, or where the corpora- 
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tion is notified in writing that the share is being transferred 


(A) to be held as an investment of a registered retirement 
savings plan under which the original purchaser or the 
original purchaser’s spouse is the annuitant, 


(B) as a consequence of the death of the original 
purchaser, 
(C) at a time when the original purchaser 
(I) has retired from the workforce or has attained 65 
years of age, 


(ID) has, after acquiring the share, become disabled 
and permanently unfit for work or become terminally 
ill, or 


(III) has ceased to be a resident of Canada, or 


(D) in accordance with such other conditions as are 
prescribed, 
“Eligible labour body” substituted for “national central labour 
body” in para. (b), cl. (c)(ii)(B) and subpara. (c)(iii) of subsec. 
204.81(1) by 1994, c. 7, Sch. VIII (1993, c. 24), s. 119, applicable 
to 1992 et seq. 
Regulations: 6706 (prescribed conditions for 204.81(1)(c)(v)(G)). 


Forms: T5005: Application for registration — registered labour- 
sponsored venture capital corporation. 


(2) Registration number — On registering a cor- 
poration under subsection (1), the Minister shall as- 
sign to it a registration number. 


(3) Successive registrations — Where an eligi- 
ble labour body causes more than one corporation to 
be registered under this Part, for the purposes of par- 
agraph (6)(h) and section 204.82, each of those cor- 
porations shall be deemed 


(a) to have issued a Class A share at the earliest 
time any such corporation issued a Class A share, 


and, where the corporation did not exist at the time 
referred to in paragraph (a), 


(b) to have been in existence during the particular 
period beginning immediately before that time 
and ending immediately after the corporation was 
incorporated, and 


(c) to have had, throughout the particular period, 
fiscal periods ending on the same calendar day in 
each year in the particular period as the calendar 
day on which its first fiscal period after it was in- 
corporated ended. 

History: “Eligible labour body” substituted for “national central la- 


bour body” in subsec. 204.81(3) by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 119, applicable to 1992 et seg. 


(4) Determination of cost — For the purposes of 
this Part, the cost at any time to a corporation of an 
eligible investment that is a guarantee shall be 
deemed to be 25% of the amount of the debt obliga- 
tion subject to the guarantee at that time. 


(5) Registration date — Where the Minister reg- 
isters a corporation for the purposes of this Part, the 
corporation shall be deemed to have become so reg- 
istered on the later of 


(a) the day the application for registration of the 
plan is received by the Minister, and 
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(b) where in the application for registration a day 
is specified as the day on which the registration is 
to take effect, that day. 


(6) Revocation of registration — The Minister 
may revoke the registration of a corporation for the 
purposes of this Part where 


(a) the articles of the corporation do not comply 
with paragraph (1)(c) and would not comply with 
that paragraph if the corporation had been incor- 
porated after December 5, 1996; 


(a.1) the corporation does not comply with any of 
the provisions of its articles described in para- 
graph (1)(c), except where there would be no fail- 
ure to comply tf the provisions of its articles were 
consistent with the articles of a corporation that 
would be permitted to be registered under this 
Part if it had been incorporated after December 5, 
1996; 


(b) an individual acquires or irrevocably sub- 
scribes and pays for a Class A share of the capital 
stock of the corporation in the period beginning 
on the 61st day of a calendar year and ending on 
the 60th day of the following calendar year and 
the corporation fails to file with the Minister an 
information return in prescribed form containing 
prescribed information before April of that fol- 
lowing calendar year; 


(c) an individual acquires or irrevocably sub- 
scribes and pays for a Class A share of the capital 
stock of the corporation in the period beginning 
on the 61st day of a calendar year and ending on 
the 60th day of the following calendar year and 
the corporation fails to issue to the individual 
before April of that following calendar year an 
information return in prescribed form ‘stating the 
amount of the consideration paid for the share in 
that period; 


(d) the corporation issues more than one informa- 
tion return described in paragraph (c) in respect 
of the same acquisition of or subscription for a 
Class A share; 


(e) the financial statements of the corporation 
presented to its shareholders are not prepared in 
accordance with generally accepted accounting 
principles; ; 

(f) the corporation fails within 6 months after the 
end of any taxation year to have an independent 
valuation of its shares made as of the end of that 
year; 

(g) at any time in any of the first 5 taxation years 
of the corporation beginning with the taxation 
year in which the corporation first issues a Class 
A share, the corporation does not have eligible 
investments or reserves the cost to the corpora- 
tion of which equals or is greater than 80% of the 
amount by which the total consideration received 
by it for Class A shares issued by it before that 
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time exceeds the total of all amounts paid by it 
before that time to its shareholders as a return of 
capital on such shares; 


(h) the corporation does not pay the tax or pen- 
alty payable under section 204.82 by it. on or 
before the day on or before which that tax or pen- 
alty is required to be paid; 


(i) tax was payable under subsection 204.82(3) 2 
the corporation for 3 or more taxation years; 


(j) the corporation provides a guarantee that is an 
eligible investment and fails to maintain, at any 
time during the term of the guarantee, a reserve 
equal to the cost to the corporation of the guaran- 
tee at that time; 


(k) the corporation pays a fee or commission in 
excess of a reasonable amount in respect of the 
offering for sale, or the sale, of its shares; or 


(1) the corporation has a monthly deficiency in 18 

or more months in any 36-month period. 
Related Provisions: 127.4(6)(b) — No labour-sponsored funds 
tax credit unless return under 204.81(6)(c) filed with tax return; 
204.81(4) — Determination of cost; 204.81(7), (8) — Notice of in- 
tent to revoke registration; 208“revoked corporation”, 211.7°re- 
voked corporation” — Corporations whose registration has been 
revoked. 


History: Paras. 204.81(6)(a) and (a.1) amended by 1997, c. 25, 
subsec. 56(10), applicable after March 5, 1996. Paras. (a) and (a.1) 
formerly read: 


(a) the articles of the corporation do not comply with para- 
graph (1)(c); 
‘(a.1) the corporation does not comply with any of the provi- 
sions of its articles of incorporation described in paragraph 
(1)(c); 
Paras. 204.81(6)(a), (a.1) substituted for para. (a) by 1994, c. 8, sub- 
sec. 30(5), applicable after 1988. Para. (a) formerly read: 
(a) the corporation fails to comply with any of the provisions 
of its articles of incorporation described in paragraph (1)(c); 


Forms: T2152: Registered labour-sponsored venture capital corpo- 
ration Part X.3 tax return; T5006 Summ: Return of Class A shares; 
T5006 Supp: Statement of registered labour-sponsored venture capi- 
tal corporation Class A shares. 


(7) Notice of intent to revoke registration — 
Where the Minister proposes to revoke the registra- 
tion of a corporation under subsection (6), the Minis- 
ter shall, by registered mail, give notice to the corpo- 
ration of the proposal. 

Related Provisions: 244(5) — Proof of service by mail; 


248(7)(a) — Mail deemed received on day mailed; 204.81(9) — 
Appeal of decision to revoke registration. 


(8) Idem — Where the Minister gives notice under 
subsection (7) to a registered labour-sponsored ven- 
ture capital corporation, the Minister may, after the 
expiration of 30 days after the day of mailing of the 
notice, or after the expiration of such extended pe- 
riod after the day of mailing as the Federal Court of 
Appeal or a judge thereof, on application made at 
any time before the determination of any appeal 
under subsection (9) from the giving of the notice, 
may fix or allow, publish a copy of the notice in the 
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Canada Gazette and, on the publication of a copy of 
the notice, the registration of the corporation is 
revoked. 


(9) Right of appeal — Where the Minister refuses 
to accept a corporation for registration under subsec- 
tion (1) or gives notice of a proposal to revoke the 


_ registration of a corporation under subsection (7), the 


corporation may appeal to the Federal Court of Ap- 
peal from the decision or from the giving of the 
notice. 


Definitions: “class of shares’ — 248(6). See also Definitions at 
end of s. 204.87. 


204.82 (1) Recovery of credit — Where, at any 
time in a taxation year referred to in paragraph 
204.81(6)(g) of a corporation that was registered 
under this Part, 


(a) 80% of the amount, if any, by which the total 
consideration received by it for Class A shares is- 
sued by it before that time exceeds the total of all 
amounts paid by it before that time to its share- 
holders as a return of capital on such shares 


exceeds 


(b) the total of all amounts each of which is the 
cost to the corporation of an eligible investment 
or reserve of the corporation at that time, 


the corporation shall pay a tax under this Part for the 
year equal to the amount determined by the formula 


(A x 20%) — B 
where 


A is the greatest amount by which the amount deter- 
mined under paragraph (a) exceeds the amount 
determined under paragraph (b) for the year, and 

B_ is the total of all taxes payable under this subsec- 
tion by» the corporation for preceding taxation 
years. 


Related Provisions: 204.81(4) — Determination of cost; 257 — 
Formula cannot calculate to less than zero. 


(2) Liability for tax— Where, at any time in a 
month in a particular taxation year of a corporation 
that was registered under this Part beginning after 
the end of the corporation’s last taxation year re- 
ferred to in paragraph 204.81(6)(g), 60% of the 
lesser of 
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exceeds 


(c) the total of all amounts, each of which is the 
cost to the corporation of an eligible investment 
of the corporation at that time, 


the corporation shall, in respect of that month, pay a 
tax under this Part equal to the amount obtained 
when the greatest such excess in the month (in this 
section and sections 204.81 and 204.83 referred to as 
the “monthly deficiency”) is multiplied by:a percent- 
age equal to '/so of the prescribed rate of interest in 
effect for the month. 


(a) the amount of the shareholders’ equity in the 
corporation determined at the end of the taxation 
year immediately preceding the particular taxa- 
tion year, without taking into account any unreal- 
ized gains or losses in respect of eligible invest- 
ments of the corporation, and , 


(b) the amount of the shareholders’ equity in the 
corporation, determined at the end of the particu- 
lar taxation year, without taking into account any 
unrealized gains or losses in respect of eligible 
investments of the corporation, 
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Related Provisions: 204.81(4) — Determination of. cost. 


Regulations: 4301 (prescribed rate of interest). 


(3) Recovery of credit — Where a corporation is 
liable under subsection (2) to pay a tax in respect of 
12 consecutive months (in this subsection referred to 
as the “particular period’), the corporation shall pay 
a tax under this Part for a taxation year in respect of 
each particular period that ends in the year equal to 
the total of the amounts determined by the formula 
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ee x 20% ) = (Be CO} 
where 


A is the total of the monthly deficiencies for each 
month in the particular period; 


B is the total of all taxes payable by the corporation 
under subsection (1) for preceding taxation years 
and taxes payable by it under this subsection in 
respect of a period ending before the end of the 
particular period; and | . 

C is the total of all amounts refunded under section 
204.83 in respect of the tax paid under this sub- 
section by the corporation for preceding taxation 
years. | . 


Related Provisions: 204.82(4) — Penalty; 257 — Formula can- 
not calculate to less than zero. 


(4) Penalty — Where a corporation is liable under 


subsection (3) to pay a tax for a taxation year, the 


corporation shall pay, in addition to the tax payable 
under that subsection, a penalty for the year equal to 
that tax. 

Related Provisions: 18(1)(t)— Penalty is non-deductible; 


211.7 — Recovery of credit from shareholder where share re- 
deemed or disposed of. 


Definitions: See Definitions at end of s. 204.87. 


204.83 Refund of tax and penalty — Where a 
corporation is required, under subsections 204.82(3) 
and (4), to pay a tax and a penalty under this Part for 
a taxation year and, throughout any period of 12 con- 
secutive months (in this section referred to as the 
“second period”) beginning after the 12-month pe- 
riod in respect of which the tax became payable (in 
this section referred to as the “first period”’), the cor- 
poration has no monthly deficiency and files with the 
Minister the return required under this Part for the 
taxation year in which the second period ends, ' the 
Minister shall refund to the corporation an amount 
equal to the total of the amount that was paid under 
subsection 204.82(3) and 80% of the amount that 
was paid under subsection 204.82(4) in respect of 
the first period. 


Definitions: See Definitions at end of s. 204.87. 


204.84 Penalty — Every corporation that for a tax- 
ation year issues an information return described in 
paragraph 204.81(6)(c) in respect of 


(a) the issuance of a share when the corporation 
was a revoked corporation, or 


(b) a subscription in respect of a share if the share 
is not issued on or before the day that is 180 days 
after the day the information return was issued, 
is liable to a penalty for the year equal to the amount 
of the consideration for which the share was or was 
to be issued. 
Related Provisions: 18(1)(t) — Penalty is non-deductible. 
Definitions: See Definitions at end of s. 204.87. 
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204.85 Prohibition against dissolution — A 
registered labour-sponsored venture capital corpora- 
tion or a revoked corporation shall not, if it has is- 
sued any Class A shares, liquidate or dissolve except 
with the written permission of the Minister of Fi- 
nance and on such terms and conditions as are speci- 
fied by that Minister. 


Definitions: See Definitions at end of s. 204.87. 


204.86 Return and payment of tax — Every reg- 
istered labour-sponsored venture capital corporation 
and every revoked corporation shall 


(a) on or before the day on or before which it is 
required by section 150 to file its return of in- 
come under Part I for a taxation year, file with 
the Minister a return for the year under this Part 
in prescribed form and containing prescribed in- 
formation, without notice or demand therefor; 


(b) estimate in the return the amount of tax and 
penalties, if any, payable under this Part by it for 
the year; and 


(c) within 90 days after the end of each taxation 
year, pay to the Receiver General the. amount of 
tax and penalties, if any, payable under this Part 
by it for the year. 


Related Provisions: 150.1(5) — Electronic filing. 
Definitions: See Definitions at end of s. 204.87. 


Forms: T2152: Registered labour-sponsored. venture capital corpo- 
ration Part X.3 tax return. 


204.87 Provisions applicable to Part — Subsec- 
tion 150(3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 164 and. 165 to 167, 
Division J.of Part I and section 227.1 apply to this 
Part, with such modifications as the circumstances 
require. 

History [Part X.3]: Part X.3 (ss. 204.8 to’ 204.87) added by 1994, 
c. 7, Sch. Il (1991, c. 49), s. 164, applicable after 1988, except that 
subpara. 204.81(1)(c)(vi) does not apply to shares purchased before 
1991, 

Definitions [Part X.3]: “active business”, “amount” — 248(1); 
“annuitant” — 146(1,), 204.8; “arm’s length” — 251(1); “Can- 
ada” — 255; “Canadian partnership” — 102, 248(1); “carried on in 
Canada” — 253; “corporation” — 248(1), Interpretation Act Sis(GhR 
“cost” — 204.81(4); “dividend” — 248(1); “eligible business en- 


tity”, “eligible investment” — 204.8; “employee”, “fiscal pe- 
riod” — 248(1), 249.1; “individual” — 248(1); “investment corpo- 
ration” — 130(3)(a), 248(1); “labour-sponsored funds tax credit” — 


127.4(1), 204.8; “Minister” — 248(1); “monthly deficiency” — 
204.82(2); “mutual fund corporation” — 131(8), 248(1); “national 
central labour body” — 204.8; “officer” — 248(1)“office”; “origi- 
nal purchaser” — 204,8; “paid-up capital” — 89(1), 248(1); “pre- 
scribed”, “property” — 248(1); “registered investment” — 204.4(1), 
248(1); “registered labour-sponsored venture capital corpora- 
tion” — 204.8; “registered retirement savings plan” — 146(1), 
248(1); “reserve” — 204.8; “resident in Canada” — 250; “revoked 
corporation” — 204.8; “share”, “shareholder” — 248(1); “specified 
active business”, “specified individual” — 204.8; “spouse” — 
252(4)(a); “taxable Canadian corporation” — 89(1), 248(1); “taxa- 
tion year” — 249; “writing” — Interpretation Act 35(1). 
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Part X.4 — Tax in respect of 
Overpayments to Registered 
Education Savings Plans 


204.9 (1) Definitions — In this Part, subject to sub- 
section (2), 


“excess amount’’, for a year at any time in respect 
of a beneficiary, means the amount, if any, by which 
the total of all payments made after February 20, 
1990 in the year and before that time into all regis- 
tered education savings plans by or on behalf of all 
subscribers in respect of the beneficiary exceeds the 
lesser of 


(a) $2,000, and 


(b) the amount, if any, by which $42,000 exceeds 
the total of all payments made into registered ed- 
ucation savings plans by or on behalf of all sub- 
scribers in respect of the beneficiary in all pre- 
ceding years; 
Related Provisions: 146.1(2)(k) — Limit on annual RESP 
contributions. 


History: Paras. (a) and (b) of the definition “excess amount” in 
subsec. 204.9(1) amended by 1997, c. 25, s. 57, applicable to 
months that end after 1995, except that, for payments made after 
1989 and before 1996, 


(a) the reference to “$2,000” in para. (a) of the definition shall 
be read as “$1,500” and 


(b) the reference to “$42,000” in para. (b) of the definition shall 
be read as “$31,500”. 


Paras. (a) and (b) formerly read: 
(a) $1,500, and 


(b) the amount, if any, by which $31,500 exceeds the total of 
all payments made into registered education savings plans by 
or on behalf of all subscribers in respect of the beneficiary in 
all preceding years; 


“subscriber’s share of the excess amount”, for a 
year at any time in respect of a beneficiary, means 
the amount determined by the formula 


A xc 


B 

where 

A is the total of all payments made in the year and 
before that time into all registered education sav- 
ings plans by or on behalf of the subscriber in re- 
spect of the beneficiary, 

B is the total of all payments made in the year and 
before that time into all registered education sav- 
ings plans by or on behalf of all subscribers in 
respect of the beneficiary, and 

C is the excess amount for the year at that time in 
respect of the beneficiary. 


(1.1) Application of subsec. 146.1(1) — The 
definitions in subsection 146.1(1) apply to this Part. 


(2) Agreements before February 21, 1990 — 
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Where a subscriber is required, pursuant to an agree- 
ment in writing entered into before February 21, 
1990, to make payments of specified amounts on a 
periodic basis into a registered education savings 
plan in respect of a beneficiary, and the subscriber 
makes at least one payment under the agreement 
before that day, 


(a) the excess amount for a year in respect of the 
beneficiary shall be deemed not to exceed the ex- 
cess amount for the year that would be deter- 
mined under subsection (1) if the total of all such 
payments made in the year and, where the agree- 
ment so provides, amounts paid in the year in sat- 
isfaction of the requirement to make such pay- 
ments under all such agreements by all such 
subscribers in respect of the beneficiary were 
equal to the lesser of the amounts described in 
paragraphs (a) and (b) of the definition “excess 
amount” in subsection (1); and 


(b) in determining a subscriber’s share of an ex- 
cess amount for a year, any payment included in 
the total described in paragraph (a) in respect of 
the year shall be excluded in determining the val- 
ues for A and B in the definition “subscriber’s 
share of the excess amount” in subsection (1). 


(3) Refunds from unregistered plans — For 
the purposes of subsection (1) and section 146.1, 
where an individual entered into an education sav- 
ings plan before February 21, 1990, pursuant to a 
preliminary prospectus issued by a promoter, and the 
promoter refunds all payments made into the plan 
and all income accrued thereon to the individual, 
each payment made by the individual into a regis- 
tered education savings plan before December 31, 
1990 shall be deemed to be a payment made before 
February 21, 1990, to the extent that the total of all 
such payments does not exceed the amount so re- 
funded to the individual. 


(4) New beneficiary — For the purposes of this 
Part, 


(a) where at any time an individual (in this para- 
graph referred to as the “new beneficiary’’) be- 
comes a beneficiary under a registered education 
savings plan in place of another individual (in 
this paragraph referred to as the “former benefici- 
ary”) who ceases at that time to be a beneficiary 
under the plan, all payments made before that 
time into the plan in respect of the former benefi- 
ciary shall be deemed to have been made in re- 
spect of the new beneficiary; and 


(b) where at any time property is transferred from 
a trust governed by a registered education savings 
plan (in this paragraph referred to as the “trans- 
feror plan’’) to a trust governed by another regis- 
tered education savings plan (in this paragraph 
referred to as the “transferee plan’), unless a ben- 
eficiary under the transferee plan was, immedi- 
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ately before that time, a beneficiary under the 
transferor plan, all payments made before that 
time in respect of all beneficiaries under the 
transferor plan shall be deemed to: have been 
made in respect of the beneficiaries under the 
transferee plan. 


Definitions: See Definitions at end of s. 204.93. 


204.91 Tax payable by subscribers — Each 
subscriber under a registered education savings plan 
shall, in respect of each month, pay a tax under this 
Part equal to 1% of the subscriber’s share of each 
excess amount for a year at the end of that month in 
respect of a beneficiary or former beneficiary under 
the plan, to the extent that the amount of the share is 
not withdrawn from the plan before the end of that 
month. 


Related Provisions: 18(1)(t) — Tax is non-deductible. 
Definitions: See Definitions at end of s. 204.93. 


204.92 Return and payment of tax — Every per- 
son who is liable to pay tax under this Part in respect 
of a month in a year shall, within 90 days after the 
end of the year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax, if 
any, payable under this Part by the person in re- 
spect of each month in the year; and 


(c) pay to the Receiver General the amount of 
tax, if any, payable by the person under this Part 
in respect of each month in the. year. 


Related Provisions: 150.1(5) — Electronic filing. 
Definitions: See Definitions at end of s. 204.93. 


Forms: T1E-OVP: Individual income tax return for RESP 
overpayments. 


204.93 Provisions applicable to Part — Subsec- 
tions 150(2) and.(3), sections 152, 158 and 159, sub- 
sections 161(1) and (11), sections 162 to 167 and Di- 
vision J of Part I are applicable to this Part, with 
such modifications as the circumstances require. 


History [Part X.4]: Part X.4 (ss. 204.9 to 204.93) added by 1994, 
c. 7, Sch. II (1991, c. 49), s. 165, applicable to months ending after 
January 1990, except that a return referred to in s. 204.92 that was 
filed before March 16, 1992 shall be deemed to have been filed in 
accordance with the requirements of that section and a payment re- 
ferred to in that section that was paid before March 16, 1992 shall 
be deemed to have been paid in accordance with the requirements of 
that section. 


Definitions [Part X.4]: “amount” — 248(1); “beneficiary”, “edu- 
cation savings plan” — 146.1(1), 204.9(1.1); “excess amount” — 
204.9(1), (2); “individual”, “Minister” — 248(1); “refund of pay- 
ments” — 146.1(1), 204.9(1.1); “registered education savings 
plan” — 146.1(1), 248(1); “subscriber” — 146.1(1), 204.9(1.1); 
“subscriber’s .. share” — 204.9(1), (2); . “trust”? — 146.1(1), 
204.9(1.1); “writing” — Interpretation Act 35(1). 
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Part XI — Tax in respect of 
Certain Property Acquired 
by Trusts, etc., Governed by 
Deferred Income Plans 


205. Application of Part — This Part applies in 
respect of a taxpayer that is 


(a) a corporation described in paragraph 
149(1)(0.1) or (0.2) or a trust described in para- 
graph 149(1)(o) or (0.4), other than a trust de- 
scribed in paragraph 149(1)(o) 


(1) established for the exclusive benefit of 
non-residents working outside Canada, or 


(ii) the only beneficiaries of which are persons 
whose entitlement thereunder arises by virtue 
of employment outside Canada; 


(b) a trust governed by a registered retirement 
savings plan; 

(c) a trust governed by a deferred profit sharing 
plan; 


(d) [Repealed under former Act] 


(e) a trust governed by a registered retirement in- 
come fund; 


(f) a registered investment; or 


(g) any other person, other than a prescribed per- 
son, exempt from tax under Part I on its taxable 
income. 


Related Provisions: 204.2(2) — Where terminated plan deemed 
to continue to exist; 206(2.1) — Exemption for master trust or pen- 
sion fund corporation where proportional holdings election made; 
207.1(1) — Tax payable by RRSP; 259(1), (2) — Proportional 
holdings in trust property. 


Pre-RSC History: That portion of para. 205(a) preceding subpara. 
(i) amended by 1987, c. 46, s. 60, to substitute “a corporation de- 
scribed in paragraph 149(1)(0.1) or (0.2) or a trust described in par- 
agraph 149(1)(0) or (0.4)” for “a trust or corporation described in 
paragraph 149(1)(0), (0.1) or (0.2)”, applicable to months ending 
after 1986. 


Para. 205(d) repealed by 1986, c. 6, s. 109, applicable to months 
ending after 1985. Para. 205(d) formerly read: 
(d) a trust governed by a registered home ownership savings 
plan, E 
Para. 205(a) substituted by 1984, c. 45, s. 85, applicable for 1972 er 
seq. Para. 205(a) formerly read: 
(a) a trust or corporation described in paragraph 149(1)(0), 
(0.1) or (0.2), 
Para. 205(a) substituted, 205(f) and (g) added by 1980-81-82-83, c. 
48, subsec. 95(1), (2), applicable, as to para, 205(f), to 1981 ef seq., 
and, as to para. 205(g), after 1979. 
Para. 205(e) added by 1977-78, c. 32, s. 45. 


Para. 205(d) added by 1974-75-76, c. 26, s. 115, applicable to 1974 
et seq. 


Definitions [s. 205]: “corporation” — 248(1), Interpretation Act 
35(1); “deferred profit sharing plan” — 147(1), 248(1); “employ- 
ment”, “non-resident” — 248(1); “registered investment” — 
204.4(1), 248(1); “registered retirement income fund” — 146.3(1), 


248(1); “registered retirement savings plan” — 146(1), 248(1): 
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“taxable income” — 2(2), 248(1); “trust” — 


104(1), 248(1), (3). 
I.T. Application Rules [s. 205]: 65(1), (1.1), (2), (5). 


Interpretation Bulletins [s. 205]: IT-412R2: Foreign property of 
registered plans. 


“taxpayer” — 248(1): 


206. (1) Definitions — In this Part, 
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‘foreign property” means 


(a) tangible property situated outside Canada ex- 
cept automotive equipment registered in Canada, 


(b) automotive equipment not registered in Can- 
ada pursuant to the laws of Canada or a province, 


(c) intangible property (other than any property 
described in paragraphs (d) to (g)) situated 
outside Canada including, without restricting the 
generality of the foregoing, any patent under the 
laws of a country other than Canada and any li- 
cence in respect thereof, 


(d) any share of the capital stock of a corporation 
other than a Canadian corporation, 


(d.1) any share of the capital stock of or any debt 
obligation issued by a Canadian corporation, if 
shares of the corporation may reasonably be con- 
sidered to derive their value, directly or indi- 
rectly, primarily from portfolio investments in 
property that is foreign property, but not includ- 
ing a share of a corporation listed on a prescribed 
stock exchange in Canada that is of a class of the 
capital stock of the corporation no share of which 
has been issued after December 4, 1985 (other- 
wise than pursuant to an agreement in writing en- 
tered into before 5:00 p.m. Eastern Standard 
Time on December 4, 1985), 


(e) any share of the capital stock of a mutual fund 
corporation that is neither an investment corpora- 
tion nor a registered investment, except as pre- 
scribed by regulation, 
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(f) any property that, under the terms or condi- 
tions thereof or any agreement relating thereto, is 
convertible into, is exchangeable for or confers a 
right to acquire, property that is foreign property, 
but not including property that is 


(i) a share of the capital stock of a Canadian 
corporation listed on a prescribed stock ex- 
change in Canada, or 


(ii) a right issued before 1984 and listed on a 
prescribed stock exchange in Canada to ac- 
quire a share of the capital stock oF a Cana- 
dian corporation, 


(g) indebtedness of a non-resident person, other 
than indebtedness issued or guaranteed by 


(i) the International Bank for Reconstruction 
and Development, 


(i.1) the International Finance Corporation, 
(ii) the Inter-American Development Bank, 
(iii) the Asian Development Bank, 
(iv) the Caribbean Development Bank, or 
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(v) a prescribed person, 


(h) any interest in or right to any property that is 
foreign property by virtue of paragraphs (a) to 
(g), and Ee : 


(i) except as prescribed by regulation, any interest 
in, or right to acquire an interest in, a trust (other 
than a registered investment) or a partnership; 


Related Provisions: 206(1.1)(d) — Exception where substantial 
Canadian presence; 206(1.4) — Interpretation; 206(1.5) — Identical 
property. 

History: The opening words of para. (g) of “foreign property” in 
subsec. 206(1) substituted by 1994, c. 21, subsec. 93(1), applicable 
to months after 1992. The opening words of that para. formerly 
read: 


(g) any bond, debenture, mortgage, note or similar obligation 
of, or issued by, a person not resident in Canada, except any 
such bond, debenture, mortgage, note or similar obligation is- 
sued or guaranteed by 


Subpara. (g)(i.1) added to “foreign property” by 1994, c. 7, Sch. I 


S. 206(1) sig 


(1991, c. 49), subsec. 166(1), applicable after July 13, 1990. 
Pre-RSC History: See at end of s. 206.1. 


Regulations: 221(3) (information return by issuer of share or trust 
interest claimed not to be foreign property); 3200 (prescribed stock 
exchange); 5000 (property prescribed not to be foreign property). 
1.T. Application Rules: 65(5) (amalgamation of mutual fund 
corporations). 

Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-412R2: Foreign property of registered plans. — 


Forms: T3F: Investments prescribed to be qualified ‘or not to be 
foreign property information return. 
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“small business investment amount” of a taxpayer 
for a month means the quotient obtained when the 
total of all amounts determined for each of the three 
preceding months, each of which is the total of the 
cost amounts of all small business properties to the 
taxpayer at the end of that preceding month, is di- 
vided by three; 


Pre-RSC History: See at end of s. 206.1. 


“small business property” of a taxpayer at a partic- 
ular time means property acquired by the taxpayer 
after October 31, 1985 that is at that particular time 


(a) a property prescribed to be a small business 
security, 


(b) a share of a class of the capital stock of a cor- 


poration prescribed to be a small business invest- 
ment corporation, 


(c) an interest of a limited partner in a partnership 
prescribed to be a small business investment lim- 
ited partnership, or 


(d) an interest in a trust prescribed to be a small 
business investment trust, 


where the taxpayer is 


(e) a prescribed person in respect of the property, 
or 
(f) the first person (other than a broker or dealer 
in securities) to have acquired the property and 
the taxpayer has owned the property continuously 
since it was so acquired. 
Pre-RSC History: See at end of s. 206.1. 
Regulations: 5100-5104 (prescribed property). 


a particular time, incl 
at is re or ¢ 
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(2) Tax payable — Where, at the end of any 
month, 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is the 
cost amount of a foreign property to a tax- 
payer described in any of paragraphs 205(a) to 
(f) 


exceeds the total of 


(ii) where the taxpayer is described in any of 
paragraphs 205(b), (c) and (e), all amounts 
each of which is the cost amount to the tax- 
payer of a foreign property that was not at the 
end of the month a qualified investment 
(within the meaning assigned by subsection 
146(1) or 146.3(1)-or section 204, as the case 
may be) of the taxpayer, and 


(iii) all amounts (other than an amount in- 
cluded in respect of the taxpayer for the 
month under subparagraph (ii)) each of which 
is the cost amount to the taxpayer of foreign 
property that became foreign property of the 
taxpayer after its last acquisition by the tax- 
payer and at a time that is not more than 24 
months before the end of the month, 


exceeds the total of 


(b) 20% of the total of all amounts each of which 
is the cost amount of a property to the taxpayer, 
and 
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(c) in the case of a taxpayer described in para- 
graph 205(a), (b), (c) or (e), other than a taxpayer 
described in paragraph 149(1)(o0.2), the lesser of 


(i) three times the small business investment 
amount of the taxpayer for the month, and 


(11) 20% of the total of all amounts each of 
which is the cost amount of a property to the 
taxpayer, 


the taxpayer shall, in respect of that month, pay a tax 
under this Part equal to 1% of the lesser of the ex- 
cess and the total of all amounts each of which is the 
cost amount to the taxpayer of each of its foreign 
properties that was acquired after June 18, 1971. 


Related Provisions: 206(2.1) — Limitation — maximum tax 
payable by registered investment; 206(3.1) — Reorganizations, etc.; 
259 — Proportional holdings in trust property. 


History: Para. 206(2)(a) amended by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 120(1), applicable to months ending after December 20, 
1991. Para. (a) formerly read: 


(a) the total of all amounts each of which is the cost amount 
of a foreign property to a taxpayer described in any of 
paragraphs 205(a) to (f) (other than, where the taxpayer is de- 
scribed in any of paragraphs (b), (c) and (e), a foreign prop- 
erty that was not at the end of the month a qualified invest- 
ment, within the meaning assigned by subsection 146(1) or 
146.3(1) or section 204, as the case may be, of the taxpayer.) 


Para. 206(2)(b) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
166(2), to substitute “20% ” for “10% ”, applicable to months end- 
ing after 1989 except that for months in 1990, 1991, 1992 and 1993 
the reference in para. (b) to “20%” shall be read as “12%”, “14%”, 
“16%” and “18%” respectively. 


Subpara. 206(2)(c)(ii) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 166(3), applicable to months ending after 1989. That 
subpara. formerly read: 


(ii) two times the amount determined under paragraph (b), 
Pre-RSC History: See at end of s. 206.1. 
Regulations: 5000, 5001. 
I.T. Application Rules: 65. 


Interpretation Bulletins: IT-320R2: RRSPs — qualified invest- 
ments; IT-412R2: Foreign property of registered plans. 


Forms: T3P: Employees’ pension plan information and income tax 
return. 
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(2.1) Exemption — Notwithstanding section 205, 
subsection (2) does not apply to a trust described in 
paragraph 149(1)(0.4) or a corporation described in 
paragraph 149(1)(0.2) in respect of any month that 
falls within a period for which the trustee or the cor- 
poration, as the case may be, elects in accordance 
with subsections 259(1) and (3). 

History: Subsec. 206(2.1) substituted by 1994, c. 21, subsec. 93(2), 
applicable to 1992 et seq. That subsec. formerly read: 


(2.1) Exemption — Notwithstanding section 205, subsection 
(2) shall not apply in respect of a trust described in paragraph 
149(1)(0.4) in respect of any month that falls within a period 
in respect of which the trustee has elected. in accordance with 
subsection 259(2). 

Pre-RSC History: See at end of s. 206.1. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. 


(3) Shares in investment corporation — Not- 
withstanding the definition “foreign property” in 
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subsection (1), a share of the capital stock of an in- 
vestment corporation (other than a registered invest- 
ment) acquired after October 13, 1971 by a taxpayer 
to whom this Part applies and owned by the taxpayer 
at a particular time shall, except as prescribed by 
regulation, be deemed to be a foreign property of the 
taxpayer at that time. 


Pre-RSC History: See at end of s. 206.1. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. 


(3.1) Reorganizations, etc. — Where 


(a) a security (in this subsection referred to as the 
“new security’’) is issued at a particular time by a 
corporation to a taxpayer 


(i) in exchange for another security acquired 
before the particular time by the taxpayer, and 


(ii) in the course of 


(A) a corporate merger or reorganization 
of capital, or 


(B) a transaction in which control of the 
corporation that issued the other security is 
acquired by a person or a group of persons, 
and 
(b) the new security is foreign property at the par- 
ticular time, 
for the purposes of applying subparagraph (2)(a)(iii) 
to the taxpayer at or after the particular time, 
(c) the new security shall be deemed to have been 
last acquired by the taxpayer at the time the other 
security was last acquired by the taxpayer, 


(d) where the other security was not foreign prop- 
erty immediately before the particular time, the 
new security shall be deemed to have become 
foreign property at the particular time, and 


(e) where the other security was foreign property 
immediately before the particular time, the new 
security shall be deemed to have become foreign 
property at the time the other security became 
foreign property. 

History: Subsec. 206(3.1) added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 120(2), applicable to months ending after December 20, 
1991. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. 


(4) Non-arm’s length transactions — For the 
purposes of this Part, where a taxpayer has acquired 
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property from a person with whom the taxpayer was 
not dealing at arm’s length for no consideration or 
for consideration less than the fair market value 
thereof at the time of the acquisition, the taxpayer 
shall be deemed to have acquired the property at that 
fair market value, and for those purposes, a trust 
shall be deemed not to deal at arm’s length with an- 
other trust if any person is beneficially interested in 
both trusts. 

Related Provisions: 251 — Arm’s length. 

Pre-RSC History: See at end of s. 206.1. 

Definitions [s. 206]: “active business” — 248(1); “affiliate” — 
206(1); “amount” — 248(1); “arm’s length” — 206(4), 251(1); 
“business” — 248(1); “Canada” — 255; “Canadian corporation” — 
89(1), 248(1); “carrying value” — 206(1); “class of shares” — 
248(6); “corporation” — 248(1), Interpretation Act 35(1); “cost 
amount” — 248(1); “designated value” — 206(1.3); “employed” — 
248(1); “employed in Canada” — 206(1.3); “excluded share” — 
206(1); “fiscal period” — 248(1); “foreign property” — 206(1); 
“Gdentical” — 248(12); “individual” — 248(1); “investment activ- 
ity” — 206(1); “investment corporation” — 130(3)(a), 248(1); “ma- 
jority interest partner” — 248(1); “mutual fund corporation” — 
131(8), 248(1); “non-resident” — 248(1); “person”, “prescribed”, 
“property” — 248(1); “qualified property” — 206(1); “province” — 
Interpretation Act 35(1); “registered investment” — 204.4(1), 
248(1); “regulation” — 248(1); “related” — 251(2); “share”, 
“shareholder” — 248(1); “significant interest”, “small business in- 
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vestment amount”, “small business property” — 206(1); “specified 
active business” — 206(1); “taxpayer” — 248(1); “trust” — 248(1), 
(3); “writing” — Interpretation Act 35(1). 

Forms [s. 206]: T3F: Investments prescribed to be qualified or not 
to be foreign property information return; T3RI: Registered invest- 
ment information return. 


206.1 Tax in respect of acquisition of 

shares — Where at any time a taxpayer to which 
this Part applies enters into an agreement (otherwise 
than as a consequence of the acquisition or writing 
by it of an option listed on a prescribed stock ex- 
change) to acquire a share of the capital stock of a 
corporation (otherwise than from the corporation) at 
a price that may differ from the fair market value’ 
thereof at the time the share may be acquired, the 
taxpayer shall, in respect of each month during 

which the taxpayer is a party to the agreement, pay a 
tax under this Part equal to 1% of the fair market 
value of the share at the time that the agreement is 
entered into. 
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History: S. 206.1 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
167, applicable to agreements entered into after July, 13, 1990. S. 
206. 1 formerly read: 


206.1 Tax in respect of acquisition of shares — Where at 
any time a taxpayer to which this Part applies has entered into 
an agreement (otherwise than pursuant tothe. acquisition or 
writing by it of an option listed on a prescribed stock ex- 


S. 206.1 


change) to acquire shares of the capital stock of a corporation 
from a person other than the corporation at a price that may 
differ from the fair market value thereof at the time they may 
be acquired, the taxpayer shall, in respect of each month dur- 
ing which it is a party to the agreement, pay a tax under this 
Part equal to 1% of the maximum amount that the taxpayer is 
‘or may-be required to-pay for the shares under the agreement. 


Pre-RSC History [ss. 206, 206.1]: The definition “small busi- 
ness investment amount” in subsec. 206(1) amended, to substitute 
“the cost amounts of all small business properties to the taxpayer” 
for “the fair market values, at the time of acquisition, of all small 
business properties of the taxpayer”; subsecs. 206(2), (4) substituted 
by 1987, c. 46, subsecs. 61(1), (2), (4), applicable in respect of 
months ending after January 1, 1988 or months ending after such 
earlier date after 1984 as the taxpayer elects in his return under Part 
XI of the Act for 1987. Subsecs. 206(2), (4) formerly read: 


(2) Tax payable — Where at the end of any month 


(a) the aggregate of all amounts each of which is the fair 
market value, at the time of its acquisition by a taxpayer 
described in any of paragraphs 205(a) to (f), of a foreign 
property of the taxpayer, other than, where the taxpayer 
is described in any of paragraphs 205(b) to (e), a foreign 
property that was not at the end of the month a qualified 
investment of the taxpayer (within the meaning assigned 
by paragraph 204(e), subsection 146(1), 146.2(1) or 
146.3(1), as the case may be) 


exceeds the aggregate of 


., (b) 10%, of the aggregate of all amounts each of which is 
. the fair market value, at the time of its acquisition, of a 
property of the taxpayer, and 


(c) in the case of a taxpayer described in paragraph 
205(a), (b), (c) or (e), other than a taxpayer described in 
paragraph 149(1)(0.2), the lesser of 


(i) three times the small business investment amount 
of the taxpayer for the month, and 


(ii) two times the amount determined under para- 
graph (b), 
the taxpayer shall, in respect of that month, pay a tax under 
this Part equal to 1% of the lesser of such excess and the ag- 
gregate of all amounts each of which is the fair market value, 
at the time of its acquisition, of each of its foreign properties 
that was. acquired by it after June 18, 1971. 


(4) Fair market value of small business property — For 
the purposes of this section and subsection 207.1(5), the fair 
market value atthe time of acquisition of a small business 
property of a taxpayer or partnership 


(a) shall be reduced by the amount of any return or distri- 
bution of capital received by the taxpayer or partnership, 
as the case may be, in respect of the property; and 


(b) shall be increased by the amount of any contribution 
of capital (otherwise than by way of loan) made by the 
taxpayer or partnership, as the case may be, in respect of 
the property, subsequent to the acquisition of the 
property. 
Subsec. 206(2.1) added by 1987, c. 46, subsec. 61(3), applicable to 
months ending after 1986. 


Para. (d.1),of the definition “foreign beatae in subsec. 206(1) ad- 
ded by 1986, c. 55, subsec. 72(1), applicable in respect of shares 
and indebtedness acquired after December 4, 1985, otherwise than 
pursuant to an.agreement in writing entered into before 5:00 p.m. 
Eastern Standard Time on December 4, 1985. 


All that portion of the definition “small business property” follow- 
ing para. (d) in subsec. 206(1) substituted by 1986, c. 55, subsec. 
72(2), applicable with respect to periods occurring after October 31, 
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1985. That portion formerly read: 


where the taxpayer is the first person (other than a broker or 
dealer in securities) to have acquired the property and the tax- 
payer has owned the property continuously since it was so 
acquired. 


Ss. 206, 206.1 substituted for former s. 206 by 1986, c. 6, s. 110, 
applicable with respect to periods occurring after October 31, 1985, 
except that in the application of subsec. 206(2) the amount deter- 
mined under para. (c) thereof shall be deemed to be nil for the pe- 
riod that is before 1986. S. 206 formerly read: 


206. (1) Tax payable — Where at the end of any month, 


(a) the aggregate of all amounts each of which is the fair 
market value, at the time of its acquisition by a taxpayer 
described in any of paragraphs 20S(a) to (f), of a foreign 
property of the taxpayer, other than, where the taxpayer 
is described in any of paragraphs 205(b) to (e), a foreign 
property that was not at the end of the month a qualified 
investment of the taxpayer (within the meaning assigned 
by paragraph 204(e), subsection 146(1), 146.2(1) or 
146.3(1), as the case may be,) 


exceeds 


(b) 10% of the aggregate of all amounts each of which is 
the fair market value, at the time of its acquisition, of a 
property of the taxpayer, 


the taxpayer shall, in respect of that month, pay a tax under 
this Part equal to 1% of the lesser of such excess and the ag- 
gregate of all amounts each of which is the fair market value, 
at the time of its acquisition, of each of its foreign properties 
that was acquired by it after June 18, 1971. 


(1.1) Idem — Where at any time a taxpayer to which this 
Part applies has entered into an agreement (otherwise than 
pursuant to the acquisition by it of an option listed on a pre- 
scribed stock exchange) to acquire shares of the capital stock 
of a corporation from a person other than the corporation at a 
price that may differ from the fair market value thereof at the 
time they may be acquired, the taxpayer shall, in respect of 
each month after 1979 during which it is a party to the agree- 
ment, pay a tax under this Part equal to 1% of the maximum 
amount that the taxpayer is or may be required to pay for the 
shares under the agreement. 


(2) “Foreign property” defined —In this section, “foreign 
property” means 


(a) tangible property situated outside Canada except auto- 
motive equipment registered in Canada, 


(b) automotive equipment not registered in Canada pur- 
suant to the laws of Canada or a province, 


(c) intangible property (other than property described in 
paragraph (d), (e) or (f)) situated outside Canada includ- 
ing, without restricting the generality of the foregoing, 
any patent under the laws of a country other than Canada 
and any licence in respect thereof, 


(d) any share of the capital stock of a corporation other 
than a Canadian corporation, 


(e) any share of the capital stock of a mutual fund corpo- 
ration that is neither an investment corporation nor a reg- 
istered investment, except as prescribed by regulation, 


(e.1) any property that, under the terms or conditions 
thereof or any agreement relating thereto, is convertible 
into, is exchangeable for or confers a right'to acquire, 
property that is foreign property, but not including prop- 
erty that is 


(i) a share of the capital stock of a Canadian corpora- 
tion listed on a prescribed stock exchange in Canada, 
or 
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(ii) a right issued before 1984 and listed on a pre- 
scribed stock exchange in Canada to acquire a share 
of the capital stock of a Canadian corporation, 


(f) any bond, debenture, mortgage, hypothec, note or 
similar obligation of, or issued by, a person not resident 
in Canada, except any such bond, debenture, mortgage, 
hypothec, note or similar obligation issued or guaranteed 
by 
(i) the International Bank for Reconstruction and 
Development, 


(ii) the Inter-American Development Bank, or 
(iii) the Asian Development Bank, or 
(iv) the Caribbean Development Bank, 


(g) any interest in or right to any property that is foreign 
property by virtue of paragraphs (a) to (f), and 


(h) except as prescribed by regulation, any interest in, or 
right to acquire an interest in, a trust (other than a regis- 
tered investment) or a partnership. 


(3) Idem — Notwithstanding subsection (2), a share of the 
capital stock of an investment corporation that is not a regis- 
tered investment acquired after October 13, 1971 by a tax- 
payer to whom this Part applies and held by him at a particu- 
lar time shall, except as prescribed by regulation, be deemed 
to be a foreign property held by the taxpayer at that time. 


Para. 206(2)(e.1) substituted by 1984, c. 45, s. 86, (as amended by 
1986, c. 6, s. 130, deemed in force December 20, 1984), to delete 
“issued before 1984 and” from after “Canadian corporation” in sub- 
para. (i) and to delete subpara. (iii), applicable after 1983 . Subpara. 
(iii) formerly read: 


(iii) a share of the capital stock of a Canadian corporation 
listed on a prescribed stock exchange in Canada and acquired 
pursuant to the exercise of a right referred to in subparagraph 
(ii), 
Para. 206(2)(e.1) substituted by 1984, c. 1, s. 97, applicable after 
November 12, 1981. 


Subsec. 206(1) substituted by 1980-81-82-83, c. 140, subsec. 
117(1), applicable after December 11, 1979. 


Subsec. 206(1.1) substituted by 1980-81-82-83, c. 140, subsec. 
117(2), applicable with respect to agreements entered into after De- 
cember 11, 1979. 


Para. 206(2)(e.1) added by 1980-81-82-83, c. 140, subsec. 117(3), 
applicable after November 12, 1981. 


Subsec. 206(1) substituted by 1980-81-82-83, c. 48, subsec. 96(1), 
applicable with respect to the holding of property after December 
11, 1979. Subsec. 206(1) formerly read: 


206. (1) Where, at the end of any month after 1971, 


(a) the cost to a taxpayer to whom this Part applies of all 
foreign property held by it at that time, other than 


(i) in the case of a trust governed by a registered re- 
tirement savings plan, property that was at that time 
not a qualified investment (within the meaning as- 
signed by subsection 146(1)), 


(ii) in the case of a trust governed by a deferred 
profit sharing plan, property that was at that time not 
a qualified investment (within the meaning assigned 
by section 204), 


(iii) in the case of a trust governed by a registered 
home ownership savings plan, property that was at 
that time not a qualified investment (within the 
meaning assigned by subsection 146.2(1)), or — 


(iv) in the case of a trust governed by a registered 
retirement income fund, property that was at that 
time not a qualified investment (within the meaning 
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assigned by subsection 146.3(1)) 
exceeds 
(b) 10% of the cost to it of all property held by it at that 
time, 


the taxpayer shall, in respect of that month, pay a tax under 
this Part equal to 1% of the lesser of such excess and the cost 
to it of all foreign property held by it at that time that was 
acquired by it after June 18, 1971. 


Subsec. 206(1.1) added by 1980-81-82-83, c. 48, subsec. 96(2), ap- 
plicable with respect to agreements entered into after December 11, 
79. 


Paras. 206(2)(e), (h) and subsec. 206(3) substituted by 1980-8 1-82- 
83, c. 48, subsecs. 96(3), (4), applicable to 1981 et seq. Paras. 
206(2)(e), (h) formerly read: 


(e) any share of the capital stock of a mutual fund corporation 
that is not an investment corporation, except as prescribed by 
regulation, 


(h) any interest in, or right to acquire an interest in, a trust or 
partnership, except as prescribed by regulation. 


Subsec. 206(3) substituted by 1980-81-82-83, c. 48, subsec. 96(5), 
applicable to 1981 et seg. Subsec. 206(3) formerly. read: 


(3) Notwithstanding subsection (2), a share of the capital 
stock of an investment corporation acquired after October 13, 
1971 by a taxpayer to whom this Part applies and held by him 
at a particular time shall, except as prescribed by regulation, 
be deemed to be a foreign property held by the taxpayer at 
that time. 


Subpara. 206(1)(a)(iv) added by 1977-78, c. 32, s. 46. 


Para. 206(1)(a) substituted by 1976-77, c. 4, s. 70, applicable to 
1976 et seq. Para. 206(1)(a) formerly read: 


(a) the cost to a taxpayer to whom this Part applies of all for- 
eign property held by it at that time 


Paras. 206(2)(f), (g) substituted by 1973-74, c. 14, s. 65, deemed to 
have come into force December: 23, 1971. 


Definitions [s. 206.1]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “person”, “prescribed” — 248(1); 
“registered investment” — 204.4(1), 248(1); “share”, “taxpayer” — 
248(1); “writing” — Interpretation Act 35(1). 

Regulations [s. 206.1]: 3200, 3201 (prescribed stock exchanges, 
both in Canada and outside Canada). 


I.T. Application Rules [s. 206.1]: 65(1), (1.1) and (5) (property 
acquired before July 1972). 


Information Circulars [s. 206.1]: 77-1R4: Deferred profit shar- 
ing plans. 


Forms [s. 206.1]: T3ATH-IND: Amateur athlete trust income tax 
return; T3P: Employees’ pension plan information and income tax 
return; T3RI: Registered investment information return, T2000: 
Calculation of tax under section 206.1 on agreements to acquire 
shares. 


207. (1) Return and payment of tax — Within 
90 days after the end of each year after 1971, a tax- 
payer to whom this Part applies shall 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax, if 
any, payable by the taxpayer under this Part in 
respect of each month in the year; and 


S. 207.1(1) 


(c) pay to the Receiver General the amount of 
tax, if any, payable. by the taxpayer under this 
Part in respect of each month in the year. 


Related Provisions: 150.1(5)— Electronic filing; 207.1(1) — 
Tax payable by RRSP. 


Interpretation Bulletins: IT-320R2: RRSP — qualified 


| investments. 


Information Circulars: 78-14R2: Guidelines for trust companies 
and others. 


Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion return and income tax return; T3P: Employees’ pension plan 
information and income tax return; T3R-IND: Registered retirement 
savings plan individual information and income tax return; T3R-G: 
Registered retirement savings plan group information. return; 
T3RIF-IND: RRIF individual information return and income tax 
return. 


(2) Liability of trustee — Where the trustee of a 
taxpayer that is liable to pay tax under this Part does 
not remit to the Receiver General the amount of the 
tax within the time specified in subsection (1), the 
trustee is personally liable to pay on behalf of the 
taxpayer the full amount of the tax and is entitled to 
recover from the taxpayer any amount paid by the 
trustee as tax under this section. 


(3) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History [s. 207]: Subsec. 207(3) substituted by 1986, c. 
6, s. 111. Subsec. 207(3) formerly read: 


(3) Provisions applicable to Part — Subsections 150(2) and 
(3), subsection 161(1), sections 152, 158 and 162 to 167, and 
Division J of Part I are applicable mutatis mutandis to this 
Part. 


“Receiver General’ substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 

Definitions [s. 207]: “amount”, “Minister”, “prescribed”, “tax- 
payer” — 248(1). 


Information Circulars [s. 207]: 77-1R4: Deferred profit sharing 
plans. 


Part XI.1— Tax in respect of 
Certain Property Held by 
Trusts Governed by 
Deferred Income Plans 


207.1 (1) Tax payable by trust under 
registered retirement savings plan — Where, 
at the end of any month, a trust governed by a regis- 
tered retirement savings plan holds property that is 
neither a qualified investment (within the meaning 
assigned by subsection 146(1)) nor a life insurance 
policy in respect of which, but for subsection 
146(11), subsection 146(10) would have applied as a 
consequence of its acquisition, the trust shall, in re- 
spect of that month, pay a tax under this Part equal to 
1% of the fair market value of the property at the 


1647 


S. 207.1(1) 


time it was acquired by the trust of all such property 
held by it at the end of the month, other than 


(a) property, the fair market value of which was 
included, by virtue of subsection 146(10), in 
computing the income, for any year, of an annui- 
tant (within the meaning assigned by subsection 
146(1)) under the plan; and 


(b) property acquired by the trust before August 
Pas: ADT 2. 


Related Provisions: 146(10) — Tax on beneficiary when RRSP 
acquires non-qualified investment; 146(10.1) — Tax on RRSP’s in- 
come from non-qualified investment; 205 — Application of Part 
XI — deferred income plan trust property; 206 — Tax payable; 
207.2 — Return and payment of tax; 259(1) — Proportional hold- 


ings in trust property. 
Interpretation Bulletins: IT-320R2: 


investments. 


RRSP — qualified 


(2) Tax payable by trust under deferred profit 
sharing plan — Where, at the end of any month, a 
trust governed by a deferred profit sharing plan holds 
property that is neither a qualified investment 
(within the meaning assigned by section 204) nor a 
life insurance policy (referred to in paragraphs 
198(6)(c) to (e) or subsection 198(6.1)), the trust 
shall, in respect of that month, pay a tax under this 
Part equal to 1% of the fair market value of the prop- 
erty at the time it was acquired by the trust of all 
such property held by it at the end of the month, 
other than 


(a) property in respect of the acquisition of which 
the trust has paid or is liable to pay a tax under 
subsection 198(1); and 


(b) property acquired by the trust before August | 


Ze, 


Related Provisions: 198(1) — Tax on acquisition of non-quali- 
fied investment; 205 — Application of Part XI — deferred income 
plan trust property; 206 — Tax payable; 207.2 — Return and pay- 
ment of tax; 259(1) — Proportional holdings in trust property. 


(3) [Repealed under former Act] 


(4) Tax payable by trust under registered 
retirement income fund — Where, at the end of 
any month after 1978, a trust governed by a regis- 
tered retirement income fund holds property that is 
not a qualified investment (within the meaning as- 
signed by subsection 146.3(1)), the trust shall, in re- 
spect of that month, pay a tax under this Part equal to 
1% of the fair market value of the property at-the 
time it was acquired by the trust of all such property 
held by it at the end of the month other than prop- 
erty, the fair market value of which was included by 
virtue of subsection 146.3(7) in computing the in- 
come for any year of an annuitant (within the mean- 
ing assigned by subsection 146.3(1)) under the fund. 
Related Provisions: 146.3(7) — Tax on beneficiary when RRIF 
acquires non-qualified investment; 146.3(9) — Tax on income from 
non-qualified investments; 205 — Application of Part XI — de- 
ferred income plan trust property; 206 — Tax payable; 207.2 — Re- 
turn and payment of tax; 259(1) — Proportional holdings in trust 
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property. 


(5) [Repealed] 


History: Subsec. 207.1(5) repealed by 1994, c. 8, s. 31, applicable 
to property held after October 1985. Subsec. (5) formerly read: 


(5) Tax on excessive small business property hold- 
ings — Where at the end of any month a trust governed by a 
registered retirement savings plan or registered retirement in- 
come fund holds a prescribed property, the trust shall, in re- 
spect of that month, pay a tax under this Part equal to 1% of 
the amount, if any, by which 


(a) the total of the fair market values, at the time of ac- 
quisition, of all prescribed properties held by the trust at 
the end of the month 


exceeds 


(b) 50% of the total of the fair market values, at the time 
of acquisition, of all properties held by the trust at the 
end of the month. 


Related Provisions: 205 — Application of Part XI — deferred 
income plan trust property; 206 — Tax payable; 207.2 — Return 
and payment of tax; 259(1) — Proportional holdings in trust 
property. 

Pre-RSC History [s. 207.1]: Subsec. 207.1(3) repealed by 1986, 
c. 6, subsec. 112(1), applicable to months ending after 1985. Sub- 
sec. 207.1(3) formerly read: 


(3) Tax payable by registered home ownership savings 
plan — Where, at the end of any month, a trust governed by 
a registered home ownership savings plan holds property that 
is not a qualified investment (within the meaning assigned by 
subsection 146.2(1)), the trust shall, in respect of that month, 
pay a tax under this Part equal to 1% of the fair market value 
of the property at the time it was acquired by the trust of all 
such property held by it at the end of the month other than 
property, the fair market value of which was included by vir- 
tue of subsection 146.2(12), in computing the income for any 
year of the beneficiary (within the meaning assigned by sub- 
section 146.2(1)) under the plan. 


Subsec. 207.1(5) added by 1986, c. 6, subsec: 112(2), applicable 
with respect to property held after October 31, 1985. 


All that portion of subsec. 207.1(1) preceding para. (b), all that por- 
tion of subsec. 207.1(2) preceding para. (a) substituted by 1979, c. 
5, subsecs. 59(1), (2), applicable to 1973 et seq. except that in re- 
spect of the holding of property before November 17, 1978, any ref- 
erence in subsec. 207.1(1) or (2), as amended by subsec. 59(1). or 
(2), to “fair market value” is to be read as a reference to “cost”. 
Subsecs. 207.1(1), (2) formerly read: 


207.1 (1) Where, at the end of any month after 1972, a trust 
governed by a registered retirement savings plan holds prop- 
erty that is not a qualified investment (within the meaning as- 
signed by subsection 146(1)), the trust shall, in respect of that 
month, pay a tax under this Part equal to 1% of the cost to it 
of all such property held by it at that time, other than 


(a) property, the cost of acquisition of which was in- 
cluded, under subsection 146(10), in computing the in- 
come, for any year, of the taxpayer who is the annuitant 
under the plan; and 


(2) Where, at the end of any month after 1972, a trust gov- 
erned by a deferred profit sharing plan holds property that is 
not a qualified investment (within the meaning assigned by 
section 204) or a life insurance policy (referred to in 
paragraphs 198(6)(c) to (e) or subsection 198(6.1)), the trust 
shall, in respect of that month, pay a tax under this Part equal 
to 1% of the cost to it of all such property held by it at that 
time, other than 
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Subsecs. 207.1(3), (4) substituted by 1979, c. 5, subsec. 59(3), ap- 
plicable in respect of the holding of property after November 16, 
1978. Subsecs. 207.1(3), (4) formerly read: 


(3) Where, at the end of any month after 1973, a trust gov- 
erned by a registered home ownership savings plan holds 
property that is not a qualified investment (within the mean- 
ing assigned by subsection 146.2(1)), the trust shall, in re- 
spect of that month, pay a tax under this Part equal to 1% of 
the cost to it of all such property held by it at that time other 
than property, the cost of acquisition of which was included 
by virtue of subsection 146.2(12), in computing the income 
for any year of the taxpayer who is the beneficiary under the 
plan. 


(4) Where, at the end of any month after 1978, a trust gov- 
erned by a registered retirement income fund holds property 
that is not a qualified investment (within. the meaning _as- 
signed by subsection 146.3(1)), the trust shall, in respect of 
that month, pay a tax under this Part equal to 1% of the cost 
to it of all such property held by it at that time other than 
property, the cost of acquisition of which was included by 
virtue of subsection 146.3(7) in computing the income for 
any year of a taxpayer who was the annuitant under. the fund. 


Subsec. 207.1(4) added by 1977-78, c. 32, s. 47. 


All that portion of subsec. 207.1(2) preceding para. (a) substituted, 
subsec. 207.1(3) added by 1974-75-76, c. 26, subsees. 116(1), (2), 
applicable, as to that portion of subsec. 207.1(2), to 1973 ef seq., 
and, as to subsec. 207.1(3), to 1974 et seg. That portion of subsec. 
207.1(2) formerly read: 


(2) Tax payable by DPSP — Where, at the end of any 
month after 1972, a trust governed by a deferred profit shar- 
ing plan holds property that is not. a qualified investment 
(within the meaning assigned by section 204), the trust shall, 
in respect. of that month, pay a tax under.this Part equal to 1% 
of the cost to it of all such property held by it at that time, 
other than 


S. 207.1 added by 1973-74, c. 30, s. 23. 

Definitions [s. 207.1]: “deferred profit sharing plan” — 147(1), 
248(1); “life insurance policy” — 138(12), 248(1); “property” 
248(1); “registered retirement income fund” — 146.3(1), 248(1); 
“registered retirement savings plan” — 146(1), 248(1); “trust” — 
104(1), .248(1),. (3). 

Regulations [s. 207.1]: 4901(1.1) (prescribed property). 
Information Circulars [s. 207.1]: 77-1R4: Deferred profit shar- 
ing plans. 


207.2 (1) Return and payment of tax — Within 
90 days after the end of each year, a taxpayer to 
whom this Part applies shall 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax, if 
any, payable by it under this Part in respect of 
each month in the year; and 


(c) pay to the Receiver General the amount of 
tax, if any, payable by it under this Part in respect 
of each month in the year. 
Related Provisions: 150.1(5) — Electronic filing. 
Interpretation Bulletins: IT-320R2: RRSP — qualified 
investments. 


Information Circulars: 78-14R2: Guidelines for trust companies 
and others. 
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Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion and income tax return; T3R-G: RRSP group information return; 
T3R-IND: RRSP individual information return and income tax re- 
tum; T3RIF-IND: RRIF individual information return and income 
tax return. 


(2) Liability of. trustee — Where the trustee of a 
trust that is liable to pay tax under this Part does not 
remit to the Receiver General the amount of the tax 
within the time specified in subsection (1), the trus- 
tee is personally liable to pay on behalf of the trust 
the full amount of the tax and is entitled to recover 
from the trust any amount paid by the trustee as tax 
under this section. 


(3) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History [s. 207.2]: Subsec. 207.2(3) substituted by 
1986, c. 6, s. 113. Subsec. 207.2(3) formerly read: 


(3) Provisions applicable to Part — Subsections 150(2).and 
(3), subsection 161(1), sections 152, 158 and 162 to 167 and 
Division J of Part I are applicable mutatis mutandis to this 
Part: 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. “pat 


All that portion of subsec. 207.2(1) preceding para. (a) substituted 
by 1979, c. 5, s. 60, applicable to 1978 et seg. That portion formerly 
read: 


207.2.(1) Within 90 days after the end of each year after 
1972, a trust governed by a registered retirement savings 
plan, by a deferred profit sharing plan or by a registered home 
ownership savings plan shall 


All that portion of subsec. 207.2(1) preceding para. (a) substituted 
by 1974-75-76, c. 26, subsec. 116(3), applicable to 1974 et seq. 
That portion formerly read: 


207.2 (1) Within 90 days after the end of each year after 
1972, a trust governed by a registered retirement savings plan 
or by ‘a deferred profit sharing plan shall 


S..207.2 added by 1973-74, c. 30, s. 23. 


Definitions [s. 207.2]: “amount”, “Minister”, “prescribed”, “tax- 
payer” — 248(1); “trust” — 104(1), 248(1), (3). 


Part XI.2 — Tax in respect of 
Dispositions of Certain 
Properties 


207.3 Tax payable by institution or public au- 
thority — Any institution or public authority that, at 
any time in a year, disposes of an object within 5 
years after the object became an object described in 
subparagraph 39(1)(a)(i.1) shall, in respect of that 
year, pay a tax under this Part equal to 30% of the 
fair market value of the object at the time the object 
was so disposed of, unless the disposition was made 
to another institution or public authority that was, at 
the time of the disposition, designated under subsec- 
tion 32(2) of the Cultural Property Export and Im- 
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port Act either generally or for a specified purpose 
related to that object. 


Related Provisions: 118.1(7.1) — No tax on deemed disposition 
upon gift of cultural property. 


History: S. 207.3 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
168, applicable to dispositions after December 11, 1988. S. 207.3 
formerly read: 


207.3 Tax payable by institution or public authority in 
Canada — Any institution or public authority that, at any 
time in a year, disposes of an object within five years of the 
object becoming an object described in subparagraph 
39(1)(a)(G.1) shall, in respect of that year, pay a tax under this 
Part equal to thirty per cent of the fair market value of the 
object at the time the object was so disposed of, unless the 
disposition was made to another institution or public author- 
ity that was, at the time of the disposition, designated under 
subsection 32(2) of the Cultural Property Export and Import 
Act either generally or for a purpose related to that object. 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. 


207.31 Tax payable by recipient of an 
ecological gift — Any charity or municipality that, 
at any time in a taxation year, without the authoriza- 
tion of the Minister of the Environment, or a person 
designated by that Minister, disposes or changes the 
use of a property described in paragraph 110.1(1)(d) 
or in the definition “total ecological gifts” in subsec- 
tion 118.1(1) and given to the charity or municipality 
after February 27, 1995 shall, in respect of the year 
pay a tax under this Part equal to 50% of the fair 
market value of the property at the time of the dispo- 
sition or change. 


Related Provisions: 207.4(1) — Return and payment of tax. 


History: S. 207.31 added by 1996, c. 21, s. 53, applicable after 
February 27; 1995. ; 


Definitions [s. 207.31]: “property” — 248(1); “taxation year” — 
249. 


207.4 (1) Return and payment of tax — Any in- 
stitution, public authority, charity or municipality 
that is liable to pay a tax under subsection 207.3 or 
207.31 in respect of a year shall, within 90 days after 
the end of the year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information without notice or demand 
therefor; 


(b) estimate in the return the amount of tax paya- 
ble by it under this Part in respect of the year; and 


(c) pay to the Receiver General the amount of tax 
payable by it under this Part in respect of the 
year. 

Related Provisions: 150.1(5) — Electronic filing. 

History: The opening words of subsec. 207.4(1) amended by 1996, 


c. 21, s. 54, applicable after February 27, 1995. The opening words 
formerly read: 


(1) Return and payment of tax — Any institution or public 
authority that is liable to pay a tax under section 207.3 in re- 
spect of a year shall, within 90 days after the end of that year, 


Income Tax Act 


Forms: T913: Part X12 tax return — tax in respect of the disposi- 
tion of certain properties. 


(2) Provisions applicable to Part -— Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Definitions [s. 207.4]: “Minister”, “prescribed” — 248(1). 


History: The heading of Part XI.2 amended by 1996, c. 21, s. 52, 
applicable after February 27, 1995. The heading formerly read “Tax 
in respect of Certain Property Disposed of by Certain Public Au- 
thorities or Institutions”. 


Pre-RSC History [Part XI.2]: Subsec. 207.4(2) substituted by 
1986, c. 6, s. 114. Subsec. 207.4(2) formerly read: 


(2) Provisions applicable to Part — Subsections 150(2) and 
(3), sections 152 and 158, subsection 161(1) and sections 162 
to 167 and Division J of Part I are applicable mutatis mutan- 
dis to this Part. 


Part X1.2 (ss. 207.3, 207.4) added by 1974-75-76, c. 50, s. 51, in 
force from September 6, 1977. 


Part XI.3 — Tax in respect of 
Retirement Compensation 
Arrangements 


207.5 (1) Definitions — In this Part, 


“RCA trust” under a retirement compensation ar- 
rangement means 


(a) any trust deemed by subsection 207.6(1) to be 
created in respect of subject property of the ar- 
rangement, and 


(b) any trust governed by the arrangement; 


“vefundable tax” of a retirement compensation ar- 
rangement at the end of a taxation year of an RCA 
trust under the arrangement means the amount, if 
any, by which the total of 


(a) 50% of all contributions made under the ar- 
rangement while it was a retirement compensa- 
tion arrangement and before the end of the year, 
and 


(b) 50% of the amount, if any, by which 


(1) the total of all amounts each of which is the 
income (determined as if this Act were read 
without reference to paragraph 82(1)(b)) of an 
RCA trust under the arrangement from a busi- 
ness or property for the year or a preceding 
taxation year or a capital gain of the trust for 
the year or a preceding taxation year, 


exceeds 


(i1) the total of all amounts each of which is a 
loss of an RCA trust under the arrangement 
from a business or property for the year or a 
preceding taxation year or a capital loss of the 
trust for the year or a preceding taxation year, 
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exceeds 


(c) 50% of all amounts paid as distributions to 
one or more persons (including amounts that are 
required by paragraph 12(1)(n.3) to be included 
in computing the recipient’s income) under the 
arrangement while it was a retirement compensa- 
tion arrangement and before the end of the year, 
other than a distribution paid where it is estab- 
lished, by subsequent events or otherwise, that 
the distribution was paid as part of a series of 
payments and refunds of contributions under the 
arrangement; | 

Related Provisions: 207.5(2) — Deemed refundable tax on elec- 

tion; 207.6(7)(c) — Where amount transferred from one RCA to an- 


other. See additional Related provisions and Definitions at end of 
Part XI.3 . 


“subject property of a retirement compensation 
arrangement” means property that is held in con- 
nection with the arrangement. 


(2) Election — Notwithstanding the definition “re- 
fundable tax” in subsection (1), where the custodian 
of a retirement compensation arrangement so elects 
in the return under this Part for a taxation year of an 
RCA trust under the arrangement and all the subject 
property, if any, of the arrangement (other than a 
right to claim a refund under subsection 164(1) or 
207.7(2)) at the end of the year consists only of cash, 
debt obligations, shares listed on a prescribed stock 
exchange, or any combination thereof, an amount 
equal to the total of 


(a) the amount of that cash at the end of the year, 


(b) the total of all amounts each of which is the 
greater of the principal amount of such a debt ob- 
ligation outstanding at the end of the year and the 
fair market value of the obligation. at the end of 
the year, and 


(c) the fair market value of those shares at the end 
of the year 


shall be deemed for the purposes of this Part to be 
the refundable tax of the arrangement at the end of 
the year. 


Related Provisions: See Related provisions at end of Part XI.3. 


Definitions [s. 207.5]: “amount” — 248(1); “capital gain”, “capi- 
tal loss” — 39(1), 248(1); “person”, “prescribed”, “property” — 
248(1); “RCA trust”, “refundable tax” — 207.5(1); “retirement 
compensation arrangement” — 248(1); “series of transactions” — 
248(10); “share” — 248(1); “subject property” — 207.5(1); “taxa- 
tion year” — 249; “trust” — 104(1), 248(1), (3). 


Regulations [s. 207.5]: 3200, 3201 (prescribed stock exchanges). 


Forms [s. 207.5]: T735: Withholding tax remitter for retirement 
compensation arrangements. 


207.6 (1) Creation of trust — In respect of the 
subject property of a retirement compensation ar- 
rangement, other than subject property of the ar- 
rangement held by a trust governed by a retirement 
compensation arrangement, for the purposes of this 
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Part and Part I, the following rules apply: 


(a) an inter vivos trust is deemed to be created on 
the day that the arrangement is established; 


(b) the subject property of the arrangement is 
deemed to be property of the trust and not to be 
property of any other person; and 


(c) the custodian of the arrangement is deemed to 
be the trustee having ownership or control of the 
trust property. 

Related Provisions: 207.6(7) — Transfer from RCA to another 


RCA. See also Related provisions and Definitions at end of Part 
X13. 


(2) Life insurance policies — For the purposes 
of this Part and Part I, where by virtue of a plan or 
arrangement an employer is obliged to provide bene- 
fits that are to be received or enjoyed by any person 
on, after or in contemplation of any substantial 
change in the services rendered by a taxpayer, the 
retirement of a taxpayer or the loss of an office or 
employment of a taxpayer, and where the employer, 
former employer or a person or partnership with 
whom the employer or former employer does not 
deal at arm’s length acquires an interest in a life in- 
surance policy that may reasonably be considered to 
be acquired to fund, in whole or in part, those bene- 
fits, the following rules apply in respect of the plan 
or arrangement if it is not otherwise a retirement 
compensation arrangement.and is not excluded from 
the definition “retirement compensation arrange- 
ment’, in subsection 248(1), by any of paragraphs 
(a) to (1) and (n) thereof: 

(a) the person or partnership that acquired the in- 

terest is deemed to be the custodian of a retire- 

ment compensation arrangement; 


(b) the interest is deemed to be subject property 
of the retirement compensation arrangement; 


(c) an amount equal to twice the amount of any 
premium paid in respect of the interest or any re- 
payment of a policy loan thereunder is deemed to 
be a contribution under the retirement compensa- 
tion arrangement; and 


(d) any payment received in respect of the inter- 
est, including a policy loan, and any amount re- 
ceived as a refund of refundable tax is deemed to 
be an amount received out of or under the retire- 
ment compensation arrangement by the recipient 
and not to be a payment of any other amount. 


(3) Incorporated employee — For the purpose of 
the provisions of this Act relating to retirement com- 
pensation arrangements, where 


(a) a corporation that at any time carried on a per- 
sonal services business, or an employee of the 
corporation, enters into a plan or arrangement 
with a person or partnership (referred to in this 
subsection as the “employer’’) to whom or which 
the corporation renders services, and 


(b) the plan or arrangement provides for benefits 
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to be received or enjoyed by any person on, after 
or in contemplation of the cessation of, or any 
substantial change in, the services rendered by 
the corporation, or an employee of the corpora- 
tion, to the employer, 


the following rules apply: 


(c) the employer and the corporation are deemed 
to be an employer and employee, respectively, in 
relation to each other, and 


(d) any benefits to be received or enjoyed by any 
person under the plan or arrangement are deemed 
to be benefits to be received or enjoyed by the 
person on, after or in contemplation of a substan- 
tial change in the services rendered by the 
corporation. 

Related Provisions: 18(1)(p) — Limitation on deductions re in- 


corporated employees. See additional Related provisions and Defi- 
nitions at end of Part XI.3. 


(4) Deemed contribution — Where at any time 
an employee benefit plan becomes a retirement com- 
pensation arrangement as a consequence of a change 
of the custodian of the plan or as a consequence of 
the custodian ceasing either to carry on business 
through a fixed place of business in Canada or to be 
licensed or otherwise authorized under the laws of 
Canada or a province to carry on in Canada the busi- 
ness of offering to the public its services as trustee, 


(a) for the purposes of this Part and Part I, the 
custodian of the plan is deemed to have made a 
contribution to the arrangement immediately after 
that time, in an amount equal to the fair market 
value at that time of all the properties of the plan; 
and 


(b) for the purposes of section 32.1, that amount 
is deemed to be a payment made at that time out 
of or under the plan to or for the benefit of em- 
ployees or former employees. of the employers 
who contributed to the plan. 


Related Provisions: See Related provisions and Defintions at 
end of Part XI.3. 


(5) Resident’s arrangement — For the purposes 
of this Act, where a resident’s contribution has been 
made under a plan or arrangement (in this subsection 
referred to as the “plan’’), 


(a) the plan is deemed, in respect of its applica- 
tion to all resident’s contributions made under the 
plan and all property that can reasonably be con- 
sidered to be derived from those contributions, to 
be a separate arrangement (in this subsection re- 
ferred to as the “residents’ arrangement”) inde- 
pendent of the plan in respect of its application to 
all other contributions and property, that can rea- 
sonably be considered to derive from those other 
contributions; 


(b) the residents’ arrangement is deemed to be a 
retirement compensation arrangement; and 


(c) each person and partnership to whom a contri- 
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bution is made under the residents’ arrangement 
is deemed to be a custodian of the residents’ 
arrangement. 


‘Related Provisions: 207.6(5.1) — Resident’s contribution. 


252.1 — Where union is employer. See additional Related provi- 
sions and Definitions at end of Part X13. 


History: Subsec. 207.6(5) substituted by 1994, c. 21, s. 94, applica- 
ble after October 8, 1986. That subsec. formerly read: 


(5) Resident's arrangement — For the purposes of the pro- 
visions of this Act relating to retirement compensation ar- 
rangements, where a contribution has been made under a plan 
or arrangement (in this subsection referred to as the “plan”) 
that would, but for paragraph (1) of the definition “retirement 
compensation arrangement’, in subsection 248(1), be a retire- 
ment compensation arrangement, to the extent that the contri- 
bution can reasonably be considered to have been made at 
any particular time in respect of services rendered by an em- 
ployee who 


(a) was resident in Canada at the time the services were 
rendered, and 


(b) where the employee was a member of the plan before 
the employee became a resident of Canada, had been so 
resident for more than 60 of the 72 months preceding the 
time the services were rendered, 


the following rules apply: 


(c) another plan or arrangement (in this subsection re- 
ferred to as the “resident’s arrangement”) is deemed to be 
established at the particular time, 


(d) the resident’s arrangement is deemed to be a separate 
arrangement independent of the plan, 


(e) the resident’s arrangement is deemed to be a retire- 
ment compensation arrangement the custodian of which 
is the recipient of the contribution, 


(f) the contribution is deemed to have been made under 
the resident’s arrangement and not under the plan, and 


(g) all property that can reasonably be considered to de- 
rive from the contribution is deemed to be property held 
in connection with the resident’s arrangement and not in 
connection with the plan. 


Regulations: 6804(4)-(6) (prescribed contribution). 


(5.1) Resident’s contribution — For the purpose 
of subsection (5), “resident’s contribution” means 
such part of a contribution made under a plan or ar- 
rangement (in this subsection referred to as the 
“plan’’) at a time when the plan would, but for para- 
graph (1) of the definition “retirement compensation 
arrangement” in subsection 248(1), be a retirement 
compensation arrangement as 


(a) is not a prescribed contribution; and 


(b) can reasonably be considered to have been 
made in respect of services rendered by an indi- 
vidual to an employer in a period 


(i) throughout which the individual was resi- 
dent in Canada and rendered services to the 
employer that were primarily services ren- 
dered in Canada or services rendered in con- 
nection with a business carried on by the em- 
ployer in Canada (or a combination of such 
services), and 


(11) at the beginning of which the individual 
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had been resident in ‘Canada’ throughout at 
least 60 of the 72 preceding calendar months, 


where the individual was non-resident at any — 


time before the period and became a member 
of the plan before the end of the month after 
the monthin which the, individual upeniine res- 
ident in Canada, 


and, for the purpose of this ee ane where ben- 
efits provided to an individual under a particular 
plan or arrangement are replaced_by benefits 
under another plan or arrangement, the other plan 
or arrangement shall be deemed, in respect of the 
individual, to be the same plan or arrangement as 
the particular plan or arrangement. 
Related Provisions: 252.1 — Where union is employer. 


History: Subsec. 207.6(5. 1) added by 1994, c. 21, s. 94, applicable 
after October 8, 1986. 


Regulations: 6804(4)-(6) (prescribed. contribution). 


(6) Prescribed plan or arrangement — For the 
purposes of the provisions of this Act relating to re- 
tirement compensation arrangements, the following 
rules apply in respect of a PREAH plan or 
arrangement: 


(a) the plan or arrangement shall be deemed to be 
a retirement compensation arrangement; 


(b) an amount credited at any time to the account 
established in the accounts of Canada or’a prov- 
ince in connection with the plan or arrangement 
Shall be, except to the extent that it is in respect 
of a refund determined © under ‘subsection 
207.7(2), deemed to be a contribution under the 
plan or arrangement at that time; 


(c) the custodian of the aes or arrangement shall 
be deemed to be | 


(i) where the account is established 4 in Li ac- 
counts of Canada, Her fd sae in right of 
Canada, and 


(11). Where the account is established in the ac- 
counts of a province, Her Majesty 1 in right of 
that province; and 
(d) the subject property of the plan or arrange- 
ment, at any time, shall be deemed to include an 
amount of cash equal to the ae at that time 
in the account. | | 


Related Provisions: See Related provisions and Definitions at 
end-of Part X1.3. 


History: Subsec. 207.6(6) added by 1994, c. 7, Sch. VIII ieee en 
24), s. 121, applicable after 1991. 


Regulations: 6802 (prescribed plan or arrangement). 


Definitions [s. 207.6]: “amount” — 248(1); “arm’s length” — 
251(1); “business” — 248(1); “Canada” — 255; “carrying on busi- 
ness” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“employee”, “employee benefit plan”, “employer”, “employment”, 
“individual” — 248(1); “inter vivos trust” — 108(1), 248(1); “life 
insurance policy” — 138(12), 248(1); “non-resident”; “office”, 


1653 


S. 207.6 


“person”, “prescribed”, “property” — 248(1); “refundable tax” — 
207.5(1); “resident in Canada” — 250; “residents’ arrangement” — 
207.6(5)(b); “resident’s contribution” — 207.6(5.1); “retirement 
compensation arrangement” — 248(1); “subject property” — 
207.5(1); “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


Forms [s. 207.6]: T733: Application for an RCA identification 
account. 


207.7 (1) Tax payable — Every custodian of a re- 
tirement compensation arrangement shall pay a tax 
under this Part for each taxation year of an RCA 
trust under the arrangement equal to the amount, if 
any, by which the refundable tax of the arrangement 
at the end of the year exceeds the refundable tax of 
the arrangement at the end of the immediately pre- 
ceding taxation year, if any. 

Related Provisions: See Related provisions and Definitions at 
end of Part XI.3. 


(2) Refund — Where the custodian of a retirement 
compensation arrangement has filed a return under 
this Part for a taxation year within three years after 
the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year or a notification that no tax is payable for 
the year, refund without application therefor an 
amount equal to the amount, if any, by which the 
refundable tax of the arrangement at the end of 
the immediately preceding year exceeds the re- 
fundable tax of the arrangement at the end of the 
year; and 


(b) shall, with all due dispatch, make such a re- 
fund after mailing the notice of assessment if ap- 
plication therefor has been made in writing by the 
custodian within three years after the day of mail- 
ing of a notice of an original assessment for the 
year or of a notification that no tax is payable for 
the year. 

Related Provisions: 207.6(6) — Prescribed plan or arrangement. 


See additional Related provisions and Definitions at end of Part 
X13. 


(3) Payment of tax — Every custodian of a retire- 
ment compensation arrangement shall, within 90 
days after the end of each taxation year of an RCA 
trust under the arrangement, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax, if 
any, payable by the custodian under this Part for 
the year; and 


(c) pay to the Receiver General the amount of 
tax, if any, payable by the custodian under this 
Part for the year. 
Related Provisions: 147.1(3) — Postponement of filing deadline 
where RCA is registered as pension plan; 150.1(5) — Electronic fil- 


ing; 248(7) — Return deemed received on day mailed. See addi- 
tional Related provisions at end of Part XI.3. 
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(4) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances. require. 

Definitions [s. 207.7]: “amount”, “assessment”, “Minister”, “pre- 
scribed” — 248(1); “RCA trust”, “refundable tax” — 207.5(1); “re- 
tirement compensation arrangement” — 248(1); “tax payable” — 
248(2); “taxation year” — 249; “trust” — 104(1), 248(1), (3); “writ- 
ing” — Interpretation Act 35(1). 

Forms [s. 207.7]: T3-RCA: Part XI.3 tax return; T4A-RCA 
Summ: Return of distributions, refunds and payments of the 
purchase price of an interest in an RCA; T734: Remittance form for 
employer’s tax deduction on contribution paid to RCA; T735: With- 
holding tax remitter for RCAs; T737-RCA Summ/Supp: Return and 
statement of contributions paid to a custodian of an RCA. 
Related Provisions [Part XI.3]: 8(1)(m.2) — Deduction for em- 
ployee RCA contributions; 87(2)(.3) — Amalgamations — contin- 
uation of corporation; 107.2 — Distribution by RCA to beneficiary; 
149(1)(g.1) — RCA trust exempt from Part I tax; 153(1)(p)-(r) — 
Withholding of tax at source on contribution to RCA, distribution 
out of RCA, and purchase of interest in RCA; 160.3 — Joint and 
several liability — RCA benefits; 227(8.2) — Liability for failure to 
withhold. 


Pre-RSC History [Part XI.3]: Part XI.3 (ss. 207.5 to 207.7) 
added by 1987, c. 46, s. 62, applicable after October 8, 1986 except 
that 


(a) any return otherwise required to be filed under Part XI.3 
before March 16, 1988, shall be filed no later than that date; 


(b) any tax otherwise payable under. that Part before that date 
shall be paid no later than that date; and 


(c) subsec. 207.6(2) does not apply in respect of an interest in a 
life insurance policy acquired before January 1, 1988 through a 
payment of premiums or a purchase pursuant to the terms of an 
arrangement established before October 9, 1986 and not materi- 
ally altered after October 8, 1986. 


Part xll— Tax in respect of 
Certain Royalties, Taxes, 
Lease Rentals, etc., Paid to 
a Government by a Tax 
Exempt Person 


208. (1) Tax payable by exempt person — 
Where in a taxation year an amount (other than an 
amount to which paragraph 18(1)(1.1) or (m) applies) 
was paid, payable, distributed or distributable in any 
manner whatever by a person (other than a pre- 
scribed person) who was exempt from tax under Part 
I on that person’s taxable income to anyone in re- 
spect of any production from a Canadian resource 
property of the person of petroleum, natural gas or 
other related hydrocarbons or of metals or minerals 
to any stage that is not beyond the specified stage or 
in respect of any revenue or income that may reason- 
ably be regarded as attributable to that production, 
the person shall, in respect of the year, pay a tax 
under this Part equal to 33'/3% of the lesser of 


(a) the total of all amounts in respect of the prop- 
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erty, each of which is 


(i) an amount that became receivable in the 
year and that was required by paragraph 
12(1)(0) to be included in computing the per- 
son’s income for the year, 


(ii) an amount.that was paid or became paya- 
ble by the person in the year and that by virtue 
of paragraph 18(1)(1.1) or (m) was not deduct- 
ible in computing the person’s income for the 
year, 

_ (iti) an amount by which the person’s pro- 
_ ceeds of disposition were increased by virtue 
of subsection 69(6) in the year, or - 


(iv) an amount by which the person’s cost of 
acquisition was decreased by virtue of subsec- 
tion 69(7) in the year, and ; 


(b) the proportion of the amount determined 
under paragraph (a) that 


(i) the total of all amounts each of which is an 
amount (other than an amount to which para- 
graph 18(1)(1-1) or (m) applies) that was paid, 
payable, distributed or distributable by the 
person in the year in any manner whatever to 


(A) another person (other than a person 
whose taxable income is exempt from tax 
under Part I), or me 


(B) another person whose taxable income 
is exempt from tax.under Part I, where the 
amount was paid, payable, distributed or 
distributable as part of a transaction or 
event or series of transactions or events to 
which any person whose taxable income is 
not exempt from tax under Part I was a 
party 
in respect of any production from the property 
of petroleum, natural gas or other related hy- 
drocarbons or of metals or minerals to any 
stage that is not beyond the specified stage or 
in respect of any revenue or income’ that can 
reasonably be regarded as attributable to that 
production : 


is of 


(ii) the amount, if any, by which the total of 


(A) the. income of the person, from. the 
property for the year from the production 
of petroleum, natural gas or other related 
hydrocarbons or of metals or minerals to 
any stage that is not beyond the specified 
stage, computed in accordance with Part I 
on the assumption that the property was 
the person’s only source of income and 
that the person was allowed only those de- 
ductions in computing income from the 
property (other than a deduction under par- 
agraph 20(1)(v.1) or section 65) that may 
reasonably be regarded as applicable to 
that income from the property, and 
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(B) the amount determined under subpara- 
graph (i) 
exceeds 


(C) the amount determined under para- 
graph (a). : 
Related Provisions: 208(1.1) — Meaning of “specified stage”: 
248(10) — Series of transactions. 


History: Subpara. 208(1)(b)(Gi) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), s. 169, applicable to 1988 ef seg. That subpara. for- 
merly read: ; 


(i) the total of all amounts each of which is an amount (other 
than an amount to which paragraph 18(1)(1.1) or (m) applies) 
that was paid, payable, distributed or distributable in the year 
in any manner whatever to anyone in respect of any produc- 
tion from the property of petroleum, natural gas or other re- 
lated hydrocarbons or of metals or minerals to any stage that 
is not beyond the specified stage or in respect of any revenue 
or income that may reasonably be regarded as attributable to 
that production 


Pre-RSC History: All that portion of subsec. 208(1) preceding 
para. (a) amended to substitute “the lesser of” for “the amount by 
which the lesser of”, and all that portion of subsec. 208(1) following 
para. (b) repealed, by 1986, c. 2, s. 25, applicable to 1986 et seg. 
That repealed portion formerly read: 


exceeds the amount determined under section 83.1 of the Pe- 
troleam and Gas Revenue Tax Act for the year computed 
without reference to paragraph (1)(c) thereof. 


Subsec. 208(1) substituted by 1985, c.°45, subsec. 109(1), applica- 
ble to. 1985 et seq. Subsec. 208(1) formerly read; 


208. (1) Tax payable by exempt persons — Where in a 
taxation year an amount (other than an amount to which para- 
graph 18(1)(m) applies) was paid, payable, distributed or dis- 
tributable in any manner whatever by a person (other than a 
prescribed person) who was exempt from tax under Part I on 
his taxable income to another person in respect of any reve- 
nue, production or income that may reasonably be regarded 
as attributable to the production from a Canadian resource 
property of the person or a property that would have been a 
Canadian resource property of the person if it had been ac- 
quired after 1971, of petroleum, natural gas or other related 
hydrocarbons or of metals or minerals to any stage that is not 
beyond the prime metal stage or its equivalent, the person 
shall, in respect of the taxation year, pay a tax under this Part 
equal to 331/3% of the amount by which the lesser of 


(a) the aggregate of all amounts in respect of the prop- 
erty, each of which is 


(i) an amount that became-receivable in the year and 
that was required by paragraph 12(1)(0) to be in- 
cluded in computing his income for the year, 


(ii) an amount that was paid or became payable by 
him in the year and that by virtue of paragraph 
18(1)(m) was not deductible in computing his in- 
come for the year, 


(ili) an amount by which his proceeds of disposition 
were increased by virtue of subsection 69(6) in the 
year, or 


(iv) an amount by which his cost of acquisition was 
decreased by virtue of subsection 69(7) in the year; 
and 
(b) the proportion of the amount determined under para- 
graph (a) that 
(i) the aggregate of all amounts each of which was an 
amount (other than an amount to which paragraph 
18(1)(m) applies) that was paid, payable, distributed 
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or distributable in the year in any manner whatever 

to another person in respect of any revenue, produc- 

tion or income that may reasonably be regarded as 

attributable to the production from the property of 

petroleum, natural gas or other related hydrocarbons 

or of metals or minerals to any stage that is not be- 

yond the prime metal stage or its equivalent, 

is of 

(ii) the amount, if any, by which the aggregate of 
(A) the income of the person from the property 
for the year from the production of petroleum, 
natural gas or other related hydrocarbons or of 
metals or minerals to any stage that is not be- 
yond the prime metal stage or its equivalent, 
computed in accordance with this Act on the as- 
sumption that the property was his only source 
of income and that he was allowed no deduc- 
tions in computing the income from the property 
other than such deductions as may reasonably be 
regarded as applicable to the income from the 
property, other than an amount deducted under 
section 65 or paragraph 20(1)(v.1), and 


(B) the amount determined under subparagraph 
(i) 

exceeds 
(C) the amount determined under paragraph (a) 


exceeds the amount determined under section 83.1 of the Pe- 
troleam and Gas Revenue Tax Act for the year computed 
without reference to paragraph (1)(c) thereof. 


All that portion of subsec. 208(1) preceding para. (a) substituted to 
add “the amount by which” and the words “exceeds the amount de- 
termined under section 83.1 of the Petroleum and Gas Revenue Tax 
Act for the year computed without reference to paragraph (1)(c) 
thereof” (after para. (b)) added, by 1980-81-82-83, c. 104, s. 32, 
applicable to 1982 et seq. 


Regulations: 1216 (prescribed person). 


(1.1) Definition of “specified stage” — For the 
purpose of subsection (1), “specified stage’’ means, 
in respect of the production from a Canadian re- 
source property of a substance, 


(a) where the substance is petroleum or related 
hydrocarbons (other than natural gas), the crude 
oil stage or its equivalent; 


(b) where the substance is natural gas, the stage 
of natural gas that is acceptable to a common car- 
rier of natural gas; 


(c) where the substance is a metal or mineral 
(other than iron, sulphur or petroleum or related 
hydrocarbons), the prime metal stage or its 
equivalent; 


(d) where the substance is iron, the pellet stage or 
its equivalent; and 


(e) where the substance is sulphur, the marketable 
sulphur stage. 
History: Subsec. 208(1.1) amended by 1997, c. 25, s. 58, applica- 


ble to taxation years that begin after 1996. Subsec. (1.1) formerly 
read: 
(1.1) For the purpose of subsection (1), “specified stage” 


means, in respect of the production from a Canadian resource 
property 


(a) where the production is petroleum, natural gas or re- 
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lated hydrocarbons from an oil or gas well or a mineral 
resource, the crude oil stage or its equivalent; 


(b) where the production is metal or minerals (other than 
iron or petroleum or related hydrocarbons) from a min- 
eral resource, the prime metal stage or its equivalent; and 


(c) where the production is iron from a mineral resource, 
the pellet stage or its equivalent. 


Pre-RSC History: Subsec. 208(1.1) added by 1985, c. 45, subsec. 
109(1), applicable to 1985 et seq. 


(2) Return and payment of tax — A person lia- 
ble to pay a tax under this Part in respect of a year 
shall, within 3 months from the end of the year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax. paya- 
ble by the person under this Part in respect of the 
year; and 


(c) pay to the Receiver General the tax payable 
by the person under this Part for the year. 


Related Provisions: 150.1(5) — Electronic filing. 


Forms: T2026: Part XII tax return — tax on payments to the 
Crown by a tax exempt person. 


(3) Liability of trustee — Where a trustee of a 
trust liable to pay tax under subsection (1) does not 
pay to the Receiver General the amount of the tax 
within the time specified in subsection (2), the trus- 
tee is personally liable to pay on behalf of the trust 
the full amount of the tax and is entitled to recover 
from the trust any amount paid by the trustee as tax 
under this section. 


(4) Provisions applicable to Part — Subsections 
150(2) and (3), sections. 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History: Subsec. 208(4) amended by 1986, c. 6, s. 115, 
to substitute “to Part” for “to this Part” in the heading and to add 
reference to subsection 161(11). 


Subsec. 208(4) substituted by 1985, c. 45, subsec. 109(2), applica- 
ble to 1985 et seg. Subsec. 208(4) formerly read: 


(4) Provisions applicable to this Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 161(1) and 
(2) and sections 162 to 167 and Division J of Part I are appli- 
cable mutatis mutandis to this Part. 


Definitions [s. 208]: “amount” — 248(1); “Canadian resource 
property” — 66(15), 248(1); “mineral resource’, “mineral”, “Minis- 
ter”, “person”, “prescribed”, “property” — 248(1); “series of trans- 
actions” — 248(10); “specified stage” — 208(1.1); “tar sands” — 
248(1); “taxable income” — 2(2), 248(1); “taxation year” — 249; 


“trust” — 248(1), (3). 


Pre-RSC History [Part XIl]: Part XII (s. 208) added by 1980-81- 
82-83, c. 48, s. 97, applicable by subsec. 97(2) of the said c. 48 as 
amended by 1984, c. 45, s. 99, (deemed in force December 31, 
1983) to the 1979 and subsequent taxation years except that for the 
purposes of computing an amount with respect to a property ac- 
quired by a person before December 12, 1979 on which tax is paya- 
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ble under Part XII of the Act 


(a) the reference in subsection 208(1) to “33'/;%” shall be read 
as a reference to “25%”’; 


(b) the reference in subparagraphs 208(1)(a)(i) and (ii) to “in 
the year” shall be read as a reference to “after December 31, 
1989 and in the year”; and 


(c) the reference in subparagraphs 208(1)(a)(iii) and (iv) to “in 

the year” shall be read as a reference to “in the year in respect | 
of appropriations, dispositions or acquisitions after December 

31, 1989 of petroleum, natural gas or related hydrocarbons or 

metal or minerals”. 


Pre-RSC History [former Part XII]: Former Part XII (ss. 208 to 
211) repealed by 1977-78, c..1,s. 91, applicable to 1978 et seq, Part 
XI formerly read: 


Part xil— Tax on Investment 
Income of Life Insurers 


208. (1) Investment income tax — Every life insurer shall 
pay a tax for a taxation year equal to. 15% of its taxable Cana- 
dian life investment income for the year. 


(2) Deductions from tax — There may be deducted from the 
tax otherwise payable under this Part by an insurer for a taxa- 
tion year 


(a) the aggregate, for each province, of the lesser of 


(1) 50% of any tax, the amount of which is calculated 
by reference to premiums collected by the insurer, 
payable by the insurer to that province in respect of 

~ premiums collected by it in the year under life insur- 
ance policies other than 


(A) life insurance policies described in para- 
graph 209(3)(a), 


(B) annuity contracts, or 
(C) group term life insurance policies, and 
(ii) 1% of the aggregate of amounts 


(A) collected in the year by the insurer as or on 
account of premiums under life insurance poli- 
cies other than those referred to in clauses (i)(A), 
(B), and (C), and 


(B) in respect of which any tax described in sub- 
paragraph (i) was payable by the insurer to that 
province; and 


(b) 281% of that proportion of the aggregate of taxable 
~ dividends included in computing the insurer’s income for 
the year from carrying on its life insurance business in 
Canada and received by the insurer in the year from taxa- 
ble Canadian corporations in respect of shares that were 
non-segregated property of the insurer, that 


(i) the insurer’s taxable Canadian life investment in- 
come for the year plus the aggregate determined in 
respect of the insurer for the year under paragraph 
209(3)(c) 

is of 
(ii) the insurer’s net Canadian life investment income 
for the year. 


209. (1) Gross Canadian life investment income — A life 
insurer’s gross Canadian life investment income for a taxa- 
tion year is the amount, if any, by which the aggregate of 


(a) an amount equal to 


(i) where subsection 138(9) applies but the insurer 
has not elected under that subsection in respect of the 
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year, such part of its gross investment revenue for 
the year from its non-segregated property as is re- 
quired by paragraph (b) of that subsection to be in- 
cluded in computing its income for the year from 
carrying on its life insurance business in Canada, and 


(ii) in any other, case, its gross investment revenue 
for the year from such of its non-segregated property 
as was property used in the year in, or held in the 
year in the course of, carrying on its life insurance 
business in Canada, and 


(b) the amounts required by subsection 138(4) to be in- 
cluded in computing the insurer’s income for the year, 
other than amounts deducted under paragraph 138(3)(a) 
in-computing its income for the immediately preceding 
taxation year, 


exceeds the aggregate of the amounts deductible under 
paragraphs 138(3)(b), (c) and (d) in computing the insurer’s 
income for the year. 


(2) Net. Canadian life investment income — A life in- 
surer’s net Canadian life investment income for a taxation 
year is its gross Canadian life investment income for the year 
minus the aggregate of 


(a) its outlays or expenses that were deductible under Part 
I in computing its income for the year to the extent that 
such outlays or expenses were laid out or incurred by it 
for the purposes of managing its non-segregated prop- 
erty, the gross investment revenue from which may rea- 
sonably be regarded as having been included in its gross 
Canadian life investment income for the year; 


(b) interest payable by the insurer in respect of the year 
pursuant toa legal obligation incurred by it in the course 
of carrying on its life insurance business in Canada; 


(c) amounts deductible under paragraph 20(1)(a) in com- 
puting the insurer’s income for the year in respect of a 
depreciable property at least 80% of which was used reg- 

ularly by it for the purpose of earning its gross Canadian 
life investment income for the year; and 


(d) 50% of the aggregate of each amount deductible 
under Part I in computing the insurer’s income for the 
year from carrying on its life insurance business in Can- 
ada, except to the extent that such amount 


(i) is included in any of the amounts determined in 
respect of the insurer for the year under paragraph 
(a), (b) or (Cc), 

(ii) is deductible under subsection 138(3) in comput- 
ing its income for the year from carrying on its life 
insurance business in Canada, 


(ii1) was paid or payable by the insurer under.a life 
insurance policy before the end of the year, 


(iv) was an outlay or expense laid out or incurred by 
it for the purpose of earning income from its group 
life insurance. business, or 


(v) was payable by the insurer to a province as a tax 
in respect of premiums collected by it in the year 
under life insurance policies. 


(3) Taxable Canadian life investment income — A life in- 
surer’s taxable Canadian life investment income for a taxa- 
tion year is the amount, if any, by which its net Canadian life 
investment income for the year exceeds the aggregate of 


(a) the interest element for the year for 


(i) each class of the insurer’s existing fixed-premium 
life insurance policies in Canada, and 


(ii) each class of the insurer’s life insurance policies 
in Canada that were issued or effected as registered 
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retirement savings plans or pursuant to such plans or 
to deferred profit sharing plans or registered pension 
funds or plans; 


(b) the amount, if any, by which the insurer’s income for 
the year from carrying on its life insurance business in 
Canada, computed in accordance with Part I, exceeds any 
amount deducted by the insurer under paragraph 
111(1)(a) in respect of non-capital losses in computing its 
taxable income for the year; and 


(c) the aggregate of each amount (other than any portion 
thereof that is determined in prescribed manner to have 
been a return of capital) that a policyholder became enti- 
tled to receive in the year from the insurer under a life 
insurance policy in Canada other than a policy described 
in paragraph (a), to the extent that such amount is re- 
quired by paragraph 56(1)(d) or paragraph 148(1)(a) to 
be included in computing the policyholder’s income or is 
an amount referred to in paragraph 212(1)(0). 


Provisions applicable to Part — Divisions I and J of 
I, except sections 153 to 156, 160 and 168, are applicable 


mutatis mutandis to this Part. 


Zs 


Definitions — In this Part, 


(a) “existing fixed-premium life insurance policy” means 
a non-participating life insurance policy 
(i) under which the amount of every premium paya- 
ble and the amount of every adjustment to any pre- 


mium was fixed and determined on or before Octo- 
ber 22, 1968, and 


(ii) none of the terms of which relating to premiums 
payable thereunder had after October 22, 1968 and 
before the end of the taxation year in respect of 
which the expression is relevant, been varied in any 
manner whatever other than to provide for payment 
of the premiums at time intervals more or less fre- 
quent than those fixed and determined immediately 
before the variation; 
(b) “gross investment revenue”, “life insurance policy”, 
“life insurance policy in Canada”, “maximum tax actua- 
rial reserve”, “non-segregated property” and “relevant 
authority” have the meanings assigned by subsection 
138(12); 


(c) “interest element” for a taxation year for a particular 
class of life insurance policy means, except as otherwise 
expressly prescribed, the product obtained when the rate 
of interest used by the insurer in computing its maximum 
tax actuarial reserves for the year for life insurance poli- 
cies of that class is multiplied by its mean maximum tax 
actuarial reserve for the year for that class; 


(d) “mean maximum tax actuarial reserve” for a particu- 
lar class of life insurance policy for a taxation year means 
the quotient obtained when the aggregate of the maxi- 
mum tax actuarial reserve for that class of policy for the 
year and the maximum tax actuarial reserve for the same 
class for the immediately preceding taxation year is di- 
vided by 2; 

(e) “non-participating life insurance policy” means a life 
insurance policy other than a participating life insurance 
policy as defined in subsection 138(12); 


(f) “property used in the year in, or held in the year in the 
course of” carrying on a life insurance business in Can- 
ada has, where applicable, the meaning ‘assigned by sub- 
section 138(12); 


(g) “segregated fund” has the meaning assigned by sub- 
section 148(1); and 


(h) in construing the meaning of the expression “group 
term life insurance policy”, the definition of that expres- 
sion in section 248 does not apply. 


Paras. 209(2)(c), (3)(c) substituted by 1974-75-76, c. 26, subsecs. 
117(1), (2), applicable to. 1974 et seq., to substitute “depreciable 
property” for “building” in para. 209(2)(c) and to add “or is an 
amount referred to in paragraph 212(1)(0)” in para. 209(3)(c). 
Para. 209(3)(b) substituted. by 1973-74, c. 30, s. 24, applicable to 
1973 et seg. Para. 209(3)(b) formerly read: 


(b) the insurer’s income for the year from carrying on its life 
insurance business in Canada, computed in accordance with 
Part I; and 


All that portion of para. 208(2)(b) preceding subpara. (i), subpara. 
209(3)(a)(ii), para. 209(3)(c) substituted by 1973-74, c. 14, ss. 66, 
67(1), (2), applicable by 1974-75, c. 26, subsec. 142(2), as to sub- 
para. 209(3)(a)(ii), to 1969 et seqg., and, as to paras. 208(2)(b), 
209(3)(c), to. 1972 et seq. 


Part Xil.1— Tax on Carved- 
~ Out Income 


209. (1) Definitions — For the purposes of this 
Part, 


‘“carved-out income” of a person for a taxation year 
from a carved-out property means the amount, if 
any, by which 


(a) the person’s income for the year attributable 
to the property computed under Part Ion the as- 
sumption that in computing that income no de- 
duction was allowed under section 20 (other than 
a deduction under paragraph 20(1)(v.1)), subdivi- 
sion e of Division B of Part I or section 104, 


exceeds the total of 


(b) the amount deducted under subsection 66.4(2) 
in computing the person’s income for the year to 
the extent that it may reasonably be considered to 
be attributable to the property, and 


(c) to the extent that the property is an interest in 
a bituminous sands deposit or oil shale deposit, 
the amount deducted under subsection 66.2(2) in 
computing the person’s income for the year to the 
extent that it can reasonably be considered to be 
attributable to the cost of that interest; 


Related Provisions: 66(14.6) — Deduction of carved-out in- 
come; 209(6) — Partnerships. . 


History: Para. (c) of the definition “carved-out income” in subsec. 
209(1) amended by 1997, c. 25, s. 59, applicable after March 6, 
1996. Para. (c) formerly read: 


(c) to the extent that the property is an interest in a bituminous 
sands deposit, oil sands deposit or oil shale deposit, the amount 
deducted under subsection 66.2(2) in computing the person’s 
income for the year to the extent that it may reasonably be con- 
sidered to be attributable to the cost of that interest; 


‘“‘carved-out property” of a person means 
(a) a Canadian resource property where 


(i) all or substantially all of the amount that 
the person is or may become entitled to re- 
ceive in respect of the property may reasona- 
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bly be considered to be limited to a maximum 

amount or to. an amount determinable by ref- 
erence to a stated quantity of production from 
a mineral resource or an accumulation of pe- 
troleum, natural gas or related hydrocarbons, 


(ii) the period of time during which the. per- 
son’s interest in the income attributable to the 
property may reasonably be expected to con- 
tinue is 
(A) where the property is a head lease or 
“may reasonably be considered to derive 
from a head lease, less than the lesser of 10 
years and the remainder of the term of the 
head lease, and 


(B) in any other case, less than 10 years, 


(iii) the person’s interest in the income attrib- 
utable to the property, expressed as a percent- 
age of production for any period, may reason- 
ably be expected to be reduced substantially, 


(A). where the property is a head lease or 
may reasonably be considered to derive 
from a head lease, at any time before 


(I) the expiration of a period of 10 
years commencing when the property 
was acquired, or 


(II) the expiration of the term of the 
head lease, 


whichever occurs first, and _ 


(B) in any other case, at. any time before 
the expiration of a period of 10 years com- 
mencing when the property was acquired, 
or | 


(iv) another person has a right under an ar- 
rangement to acquire, at any time, the prop- 
erty or a portion thereof or a similar property 
from the person and it is reasonable to con- 
sider that one of the main reasons for the ar- 
rangement, or any series of transactions or 
events that includes the arrangement, was to 
reduce or postpone tax that would, but for this 
subparagraph, be payable under this Part, or 


(b) an interest in a partnership or trust that holds a 
Canadian resource property where it is reasonable 
to consider that one of the main reasons for the 
existence of the interest is to reduce or postpone 
the tax that would, but for this paragraph, be pay- 
able under this Part, 


but does not include 


(c) an interest in respect of a property that was 
acquired by the person solely in consideration of 
the person’s undertaking under an agreement to 
incur Canadian exploration expense or Canadian 
development expense in respect of the property 
and, where the agreement so provides, to acquire 
gas or oil well equipment (as defined in subsec- 
tion 1104(2) of the Income Tax Regulations) in 
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respect of the property, 


(c.1) an interest in respect of a property that was 
retained by the person under an agreement under 
which another person obtained an absolute or 
conditional right to acquire another interest in re- 
spect of the property, if the other interest is not 
carved-out property of the other person. because 
of paragraph (c), 

(d).a particular property acquired by the person 
under an arrangement solely as consideration for 
the sale of a Canadian resource property (other 
than a property that, immediately before the sale 
was a carved-out property of the person) that re- 
lates to the particular property except where it is 
reasonable to consider that one of the main rea- 
sons for the arrangement, or any series of transac- 
tions or events that includes the arrangement, was 
to reduce or postpone tax that would, but for this 
paragraph, be payable under this Act, 


(€) a property retained or reserved by the person 
out of a Canadian resource property (other than a 


‘property that, immediately before the transaction 


by which the retention or reservation is made, 
was a Carved-out property of the person) that was 
disposed of by the person except where it is rea- 
sonable to consider that one of the main reasons 
for the retention or reservation, or any series of 
transactions or events in which the property or in- 


terest was retained or reserved, was to reduce or 


postpone tax that would, but for this paragraph, 
be payable under this Act, 


(f) a property acquired by the person from a tax- 
payer with whom the person did not deal at arm’s 
length at the time of the acquisition and the prop- 
erty was acquired by the taxpayer or a person 
with whom .the taxpayer did. not deal at arm’s 
length 


(i) pursuant to an agreement in writing to do 
so.entered into before July 20; 1985, or 


(ii) under the circumstances described in this 

paragraph or paragraph (d) or (e), 
except where it is reasonable to consider that one 
of the main reasons for the acquisition of the 
property, or any series of transactions or events in 
which the property was acquired, was to reduce 
or postpone tax that would, but for this para- 
graph, be payable under this Act, 


(f.1) where the taxable income of the person is 
exempt from tax under Part I, a property of the 
person that 


(i) does not relate to.property of a person 
whose taxable income is not exempt from tax 
under Part I, and 


(ii) is not, and does not relate to, property that 
was at any time a carved-out property of any 
other person, or 


(g) a prescribed property; 


S. 209(1) car 


Related Provisions: 209(6) — Partnerships. 


History: Para. (c) of “carved-out property” in subsec. 209(1) sub- 
stituted, and (c.1) added, by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
170(1), applicable to property acquired after July 19, 1985. Para. (c) 
formerly read: 


(c) an interest in respect of a property that was acquired by 
the person under an agreement solely in consideration of the 
person’s undertaking to incur Canadian exploration expense 
or Canadian development expense in respect of the property, 


Para. (f.1) of “carved-out property” in subsec. 209(1) added by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 170(2), applicable to prop- 
erty acquired after 1987. 


Regulations: 7600 (prescribed property). 


‘head lease”? means a contract under which 


(a) Her Majesty in right of Canada or a province 
grants, or 


(b) an owner in fee simple, other than Her Maj- 
esty in right of Canada or a province, grants for a 
period of not less than 10 years 


any right, licence or privilege to explore for, drill for 
or take petroleum, natural gas or related hydrocar- 
bons in Canada or to prospect, explore, drill.or mine 
for minerals in a mineral resource in Canada; 


“term” of a head lease includes all renewal periods 
in respect of the head lease. 


(2) Tax — Every person shall pay a tax under this 
Part for each taxation year equal to 45% of the total 
of the person’s carved-out incomes for the year from 
carved-out properties. 


Related Provisions: 18(1)(t)—Tax is 
66(14.6) — Deduction of carved-out income. 


History: Subsec. 209(2) substituted by 1994, €. 21; s. 95, yarpiica- 
ble to 1992 et seg. That subsec. formerly read: 


non-deductible; 


(2) Tax — Every person shall pay a tax under this Part for 
each taxation year equal to 50% of the total of the person’s 
carved-out incomes for the year from carved-out properties. 


(3) Return — Every person liable to pay tax under 
this Part for a taxation year shall file with the Minis- 
ter, not later than the day on or before which the per- 
son is or would be, if the person were liable to pay 
tax under Part I for the year, required under section 
150 to file a return of the person’s income for the 
year under Part I, a return for the year under this Part 
in prescribed form containing an estimate of the 
amount of tax payable by the person under this Part 
for the year. 


Related Provisions: 150.1(5) — Electronic filing. 


Forms: T2096: Part XII.1 tax return — tax on carved-out income. 


(4) Payment of tax — Where a person is liable to 
pay tax for a taxation year under this Part, the person 
shall pay in respect of the year, to the Receiver 
General 


(a) on or before the last day of each month in the 
year, an amount equal to 1/12 of the amount of 
tax payable by the person under this Part for the 
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year; and 


(b) the remainder, if any, of the tax payable by 
the person under this Part for the year, on or 
before the end of the second month following the 
end of the year. 


Information Circulars: 81-11R3: Corporate instalments. 


(5) Provisions applicable to Part — Subsections 
150(2) and (3) and sections 152, 158 and 159, sub- 
sections 161(1), (2) and (11), sections 162 to 167 
and Division J of Part I are applicable to this Part 
with such modifications as the circumstances 
require. 


(6) Partnerships — For the purposes of subsection 
(1), a partnership shall be deemed to be a person and 
its taxation year shall be deemed to be its fiscal 
period. 


Definitions [s. 209]: “amount” — 248(1); “arm’s length” — 
251(1); “bituminous sands” — 248(1); “Canada” — 255; “Canadian 
development expense” — 66.2(5), 248(1); “Canadian exploration 
expense” — 66.1(6), 248(1); “Canadian resource property” — 
66(15), 248(1); “carved-out income”, “carved-out property” — 
209(1); “fiscal period” — 248(1), 249(2)(b), 249.1; “head lease” — 
209(1); “mineral resource”, “mineral”, “Minister” — 248(1); “per- 
son” — 209(6), 248(1); “prescribed”, “property” — 248(1); “series 
of transactions” — 248(10); “tax payable” — 248(2); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 209(6), 249; “tax- 
payer” — 248(1); “term” — 209(1); “trust” — 104(1), 248(1), (3); 
“writing” — Interpretation Act 35(1). 


Pre-RSC History [former s. 209]: See under the history of 
former Part XII (former sections 208 to 211). 


Pre-RSC History [Part XIl.1]: Part XII.1 (s. 209) added by 1986, 
c. 55, s. 73, applicable with respect to property acquired after July 
19, 1985, except property acquired before 1987 by a person from a 
taxpayer pursuant to the terms of an agreement in writing entered 
into by the taxpayer 


(a) before July 20, 1985 for the sale of the property to that per- 
son, or 


(b) after July 19, 1985 for the sale of the property to that person 

where the agreement is entered into in the same or substantially - 
the same terms as, and is intended to replace an agreement in 

writing between the person and the taxpayer 


(i) that was entered into before July 20, 1985 for the sale of 
the property to that person, and 


(ii) that was cancelled, terminated or not proceeded with, 


and for the purposes of this subsection, where an agreement entered 
into before July 20, 1985 pursuant to which a person acquired or 
holds a property is renewed or a material change is made in its 
terms and conditions, including any material change made 


(c) in the interest of the person in the property or in the income 
attributable to the property, 


(d) in the description of the property, 


(e) that results in a change in the period during which the prop- 
erty is to exist or is to be held, 


(f) in the parties to the agreement, or 
(g) in the purchase price of the property, 


the property shall be deemed to have been acquired pursuant to an 
agreement entered into on the date the agreement is renewed or the 
terms or conditions are changed, as the case may be. 
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Part XII.2 — Tax on 
Designated Income of 
Certain Trusts 


210. Designated beneficiary — In this Part, a 
“designated beneficiary” under a trust at any time 
means a beneficiary under the trust that was, at that 
time, 


(a) a non-resident person; 
(b) a non-resident-owned investment corporation; 


(c) a person exempt from tax under Part I by rea- 
son of subsection 149(1), where that person ac- 
quired an interest in the trust after October 1, 
1987 directly or indirectly from a beneficiary 
under the trust except 


(i) where the interest was owned continuously 
since October 1, 1987 or the date on which the 
interest was created, whichever is later, by 
persons exempt from tax under Part I by rea- 
son of subsection 149(1), or 


(ii) where the person was a trust governed by 
(A) a registered retirement savings plan, or 
(B) a registered retirement income fund, 


and acquired the interest, directly or indi- 
rectly, from an individual or the spouse or for- 
mer spouse of the individual who was, imme- 
diately after the interest was acquired, a 
beneficiary under the trust governed by the 
fund or plan; 


(d) a trust resident in Canada (other than a testa- 
mentary trust, a mutual fund trust or a trust ex- 
empt, because of subsection 149(1), from tax 
under Part I on all or part of its taxable income), 
if 

(i) a person described in paragraph (a), (b) or 

(c), 

_ (ii) a partnership described in paragraph (e), 
or 


(ili) a trust (other than a trust resident in Can- 
ada that is a testamentary trust) 


is, at that time, a beneficiary thereunder; or 


(e) a partnership, if a person described in para- 

graph (a), (b) or (d), a partnership or a person ex- 

empt from tax under Part I by reason of subsec- 

tion 149(1) is, at that time, a member thereof. 
Related Provisions: 104(31) — Credit to be included in income 
of beneficiary; 210.3(2) — Non-resident beneficiary taxed in Can- 
ada deemed not to be designated beneficiary; 252(3), (4)(a) — Ex- 
tended meaning of “spouse” and “former spouse”. 


History: The opening words of para. 210(d) substituted by 1994, c. 
21, s. 96, applicable to 1993 et seg. The opening words of that para. 
formerly read: 


(d) a trust resident in Canada (other than a testamentary trust 
or a trust exempt from tax under Part I by reason of subsec- 


S..210.2(1.1) 


tion 149(1)), if 


Pre-RSC History: S. 210 added by 1988, c. 55, s. 160, applicable 
to 1988 et seq. 


Definitions [s. 210]: “individual”, “non-resident” — 248(1); 
“non-resident-owned investment corporation” — 133(8), 248(1); 
“person” — 248(1); “registered retirement income. fund” — 
146.3(1), 248(1); “registered retirement savings plan” — 146(1), 


248(1); “resident. in Canada” —.250; “spouse”— 252(3), (4)(a); 
“testamentary trust’ — 108(1), 248(1); “trust’— 104(1), 248(1), 
(3). 


210.1 Application of Part — This Part does not 
apply in a taxation year to a trust that was throughout 
the year 


(a) a testamentary trust; 
(b) a mutual fund trust; 


(c) a trust that was exempt from tax under Part I 
by reason of subsection 149(1); 


(d) a trust described in paragraph (a) or (c) of the 
definition of that expression in subsection 108(1); 
or 


(e) a, non-resident trust. 


Related Provisions: 253 — Extended, meaning of carrying on 
business. 


Pre-RSC History: S. 210.1 added by 1988, c. 55, s. 160, applica- 
ble to 1988 et seq. 


Definitions [s. 210.1]: “mutual fund trust’ — 132(6), 248(1); 
“non-resident” — 248(1); “taxation year” — 249; “testamentary 
trust” — 108(1), 248(1); “trust” — 104(1), 248(1), (3). 


210.2 (1) Tax on income?of trust — Subject: to 
section 210.3, where an amount in respect of the in- 
come of a trust for a taxation year is or would, if all 
beneficiaries under the trust were persons resident in 
Canada to whom Part I was applicable, be included 
in computing the income under Part I of a person by 
reason of subsection 104(13) or 105(2), the trust 
shall pay a tax under this Part in respect of the year 
equal to 36% of the least of 


(a) the designated income of the trust for the year, 


(b) the amount that, but for subsections 104(6) 
and (30), would be the income of the trust for the 
year, and 


(c) 100/64 of the amount deducted under para- 
graph 104(6)(b) in computing the trust’s income 
under Part I for the year. 

Related Provisions: 18(1)(t) — Tax under Part XII.2 is deducti- 


ble; 104(30) — Part XII.2 tax deductible in computing income of 
trust; 210.3 — Where no tax payable. 


Information Circulars: 77-16R4: Non-resident income tax. 


(1.1) Amateur athlete trusts — Notwithstanding 
section 210.1, where an amount described in subsec- 
tion 143.1(2) in respect of an amateur athlete trust 
would, if Part I were applicable, be required to be 
included in computing the income for a taxation year 
of a designated beneficiary under the trust, the trust 
shall pay a tax under this Part in respect of the: year 
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equal to 36% of 100/64 of that amount. 
History: Subsec. 210.2(1.1) added by 1994, c. 7, Sch. VII (1993, 
c. 24), s. 122, applicable to 1992 et seq. 


Forms: T3ATH-IND: Amateur athlete trust income tax return. 


(2) Designated income — For the: purposes. of 
subsection (1), the designated income of a trust fora 
taxation year means the amount that, but for subsec- 
tions 104(6), (12) and (30), would be the income of 
the trust for the year determined under section 3 if 


(a) it had. no income other than taxable capital 
gains from dispositions described in paragraph 
(b) and incomes from 


(i) real properties in Canada (other than Cana- 
dian resource properties), . 


(ii) timber resource properties, 


(iii) Canadian resource properties (other than 
properties acquired by the trust before 1972), 
and 


(iv) businesses carried on in Canada; 


(b) the only taxable capital gains and allowable 
capital losses referred to in paragraph 3(b) were 
from dispositions of property that would have 
been taxable Canadian property if, at no time in 
the year, the trust had been resident in Canada; 
and 


(c) the only losses referred to in paragraph 3(d) 
were losses from sources described in subpara- 
graphs (a)(i) to (iv). 


(3) Tax deemed paid: by beneficiary — Where 
an amount (in this subsection and subsection 
210.3(2) referred to as the “income amount’) in: re- 
spect of the income of a trust for a taxation year is, 
by reason of subsection 104(13) or 105(2), included 
in computing 


(a) the income under Part I of a person who was | 


not at any time in the year a designated benefici- 
ary under the trust, or 


(b) the income of a non-resident person (other 
than a person who, at any time in the year, would 
be a designated beneficiary under the trust if sec- 
tion 210 were read without reference to para- 
graph 210(a)) that is subject to tax under Part I by 
reason of subsection 2(3) and is not exempt from 
tax under Part I by reason of a provision con- 
tained in a tax convention or agreement with an- 
other country that has the force of law in Canada, 


an amount determined by the formula 


B 
A Me 
Cc 


where 


A is the tax paid under this Part. by the trust for the 
year, 


B is the income amount in respect of the person, 
and 


Income Tax Act 


C is the total of all amounts each of which is an 
amount that is or would be, if all beneficiaries 
under the trust were persons resident in Canada to 
whom Part I was applicable, included in comput- 
ing the income under Part I of a beneficiary under 
the trust by reason of subsection 104(13) or 
105(2) in respect of the year, 


shall, if designated by the trust in respect of the per- 
son in its return for the year under this Part, be 
deemed to be an amount paid on account of the per- 
son’s tax payable under Part I for the person’s taxa- 
tion year in which the taxation year of the trust ends, 
on the day that is 90 days after the end of the taxa- 
tion year of the trust. 

Related Provisions: 104(31)—- Amount deemed payable by 


trust to beneficiary; 210.3(2) — Where non-resident beneficiary al- 
ready taxed in Canada. 


Interpretation Bulletins: IT-342R: Trusts — Income payable to 
beneficiaries. . 


(4) Designations in respect of partner- 
ships — Where a taxpayer isa member of a part- 
nership in respect of which an amount is designated 
by a trust for a taxation year of the trust (in this sub- 
section referred to as the “particular year’) under 
subsection (3), 


(a) no amount shall be deemed to be paid on ac- 
count of:the partnership’s tax payable under Part 
I by reason of subsection (3) except in the appli- 
cation of that subsection for the purposes of sub- 
section 104(31), and 


(b) an amount determined by the formula 


B 
AS 
G 


where 
A is the amount so designated, 


B_ is the amount that may reasonably be regarded. 
as the share of the taxpayer in the designated 
income of the trust received by the partnership 
in the fiscal period of the partnership in which 
the particular year ends (that fiscal period be- 
ing referred to in this subsection as the “part- 
nership’s period’’), and 


C. is the designated income received by the part- 
nership from the trust in the partnership’s 
period, 


shall be deemed to be an amount paid on account 
of the taxpayer’s tax payable under Part I for the 
person’s taxation year in which the partnership’s 
period ends, on the last day of that year. 


(5) Returns — A trust shall, within 90 days after 
the end of each taxation year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 
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(b) estimate in the return: the amount of tax, if 
any, payable by it under this Part for the year; 
and q 


(c) pay to the Receiver General the tax, if any, 
payable by it under this Part for the year. 


Related Provisions: 150.1(5) — Electronic filing. 


Forms: T3 Sched. 10: Calculation of Part XII.2 tax and Part XIII 
non-resident withholding tax. 


(6) Liability of trustee — A trustee of a trust is 
personally liable to pay to the Receiver General on 
behalf of the trust the full amount of any tax payable 
by the trust under this Part to the extent that the 
amount is not paid to the Receiver General within 
the time. specified in subsection (5), and the.trustee is 
entitled to recover from the trust any such amount 
paid. by the. trustee. 


(7) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162’ to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History: S. 210.2 added by 1988, c.’55;s. 160, applica- 
ble to: 1988. et. seq. 


Definitions [s. 210.2]: “allowable capital loss” —38(b), 248(1); 
“amateur athlete trust” — 143.1(1)(a), 248(1); “amount”, “busi- 
ness” — 248(1); “Canada” — 255; “Canadian resource prop- 
erty’ -~ 66(15), 248(1); “carrying on business” — 253; “designated 
beneficiary” — 210; “fiscal pened: — 248(1), 249(2)(b), 249.1; 
“income amount” — 210.2(3); “Minister”, “non-resident”, “per- 
son”, “prestribedty “property” — 248(1); “resident in Ganada— 
250; “tax. payable” — 248(2); “taxable Canadian property” — 
115(1)(b), 248(1);, “taxable; capital gain” — 38(a), 248(2); “taxation 
year” — 249; “taxpayer” — 248(1); “timber resource property” — 
13(21), 248(1); “trust” — 104(1), 248(1), (3). 
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210.3 (1) Where no designated benefi- 
ciaries — No tax is payable under this Part by a 


trust for a taxation year in respect of which the trus- | 


tee has certified in the trust’s return under this Part 
for the year that no beneficiary under the trust was a 
designated beneficiary in the year. 


(2) Where beneficiary deemed not desig- 
nated — Where a trust would, if the trust paid tax 
under this Part for a taxation year, be entitled to des- 
ignate an amount under subsection 210.2(3) in re- 
spect of a non-resident beneficiary and the income 
amount in respect of the beneficiary is included in 
computing the income of the beneficiary which is 
subject to tax under Part I by reason of subsection 
2(3) and is not exempt from tax under Part I by rea- 
son of a provision contained in. a,tax convention or 
agreement with another country that has the force of 
law in Canada, for the purposes of subsection (1), 
the beneficiary shall be deemed. not to be a. desig- 
nated beneficiary of the trust at any time in the year. 
Definitions [s. 210.3]: “amount” — 248(1); “designated benefici- 


ary” — 210; “income amount” — 210.2(3);. “non-resident” — 
248(1); “taxation. year’ —|249; “trust” — 104(1), 248(1), (3). 


S. 211(1) net 


Part XiI.3 — Tax on 
Investment. Income of Life 
Insurers | 


211. (1) Definitions — For the purposes of this 
Part, ° 


“existing guaranteed life insurance policy”, at any 
time, means a non-participating life insurance policy 
in. Canada in respect of which 


(a) the amount of every premium that became 
payable before that time and after December 31, 
1989, 


(b) the number of premium payments under the 
policy, and 


(c) the amount of each benefit under the policy at 
that time 


were fixed and determined on or before December 
31, 1989; 


“life insurance policy” includes a benefit under 
(a) a group life insurance policy, and 
(b) a group annuity contract 

but does not include 


(c) that part. of a.policy in respect. of which.the 
policyholder is deemed by paragraph 138.1(1)(e) 
to have an interest in a related segregated fund 
trust, or 


(d) a reinsurance arrangement; 


History: The definitions “life insurance policy” and “life insurance 
policy in Canada” in subsec. 211(1) amended by 1997, c. 25, s. 60, 
applicable to 1996 et seg. The definitions formerly read: 


“life insurance, policy” and “life insurance policy in Canada” 
do not include 


(a) that part of a policy in respect of which the policy- 
holder is deemed by paragraph 138.1(1)(e) to have an in- 
terest in a related segregated fund trust, or 


(b) a reinsurance arrangement; 


“life insurance policy in Canada” means a life in- 
surance policy issued or effected by an insurer on the 
life of a person resident in Canada at the time the 
policy was issued or effected; 


History: See under “life insurance policy” above. 


“net interest rate’, in respect of a liability, benefit, 
risk or guarantee under.a life insurance policy of an 
insurer for a taxation year, is the positive amount, if 
any, determined by the formula 


(A -B)xC 
where 


A is the simple arithmetic average determined as of 
the first day of the year of the average yield (ex- 
pressed as a percentage per year rounded to 2 
decimal points) in each of the 60 immediately 
preceding months prevailing on all domestic Ca- 
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nadian-dollar Government of Canada bonds out- 

standing on the last Wednesday of that month 

that have a remaining term to maturity of more 

than 10 years, 

B is 

(a) in the case of a guaranteed benefit pro- 
vided under the terms and conditions of the 
policy as they existed on March 2, 1988, other 
than a policy where, at any time after March 
2, 1988, its terms and conditions relating to 
premiums and benefits were changed (other- 
wise than to give effect to the terms and con- 
ditions that were determined before March 3, 
1988), the greater of 


(i) the rate of interest (expressed as a per- 
centage per year) used by the insurer in de- 
termining the amount of the guaranteed 
benefit, and 


(ii) 4%, and 
(b) in any other case, nil, and 


(a) in the case of a guaranteed benefit to 
which paragraph (a) of the description of B 
applies, 65%, and 


(b) in any other case, 55%; 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


‘“non-participating life insurance policy” means a 
life insurance policy that is not a participating life 
insurance policy; 


“participating life insurance policy” has the mean- 
ing assigned by subsection 138(12); 


“policy loan” has the meaning assigned by subsec- 
tion 138(12); 

Pre-RSC History: “policy loan” was included under “participat- 
ing life insurance policy” above. 


“registered life insurance policy” means a life in- 
surance policy issued or effected 


(a) as a registered retirement savings plan, or 


(b) pursuant to a registered retirement savings 
plan, a deferred profit sharing plan or a registered 
pension plan; 


“reinsurance arrangement” does not include an ar- 
rangement under which an insurer has assumed the 
obligations of the issuer of a life insurance policy to 
the policyholder; 


“segregated fund’ has the meaning given that ex- 
pression in subsection 138.1(1); 
Pre-RSC History: “segregated fund” was included under “partic- 
ipating life insurance policy” above. 
“specified transaction or event’, in respect of a life 
insurance policy, means 

(a) a change in underwriting class, 
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(b) a change in premium because of a change in 
frequency of premium payments within a year 
that does not alter the present value, at the begin- 
ning of the year, of the total premiums to be paid 
under the policy in the year, 


(c) an addition under the terms of the policy as 
they existed on 


(i) in the case of an existing guaranteed life 
insurance policy, December 31, 1989, 


(ii) in any other case, March 2, 1988, 


of accidental death, dismemberment, disability or 
guaranteed purchase option benefits, 


(d) the deletion of a rider, 


(e) redating lapsed policies within the reinstate- 
ment period referred to in paragraph (g) of the 
definition “disposition” in subsection 148(9) or 
redating for policy loan indebtedness, 


(f) a change in premium because of a correction 
of erroneous information, 


(g) the payment of a premium after its due date, 
or no more than 30 days before its due date, as 
established-on or before 


(i) in the case of an existing guaranteed life 
insurance policy, December 31, 1989, and 


(ii) in any other case, March 2, 1988, and 


(h) the payment of an amount described in para- 
graph (a) of the definition “premium” in subsec- 
tion 148(9); 


“taxable life insurance policy” of an insurer at any 
time means a life insurance policy in Canada issued 
by the insurer (or in respect of which the insurer has 
assumed the obligations of the issuer of the policy to 
the policyholder), other than a policy that is at that 
time 

(a) an existing guaranteed life insurance policy, . 


(b) an annuity contract (including a settlement 
annuity), 


(c) a registered life insurance policy, 
(d) a registered pension plan, or 
(e) a retirement compensation arrangement. 


(2) Riders and changes in terms — For the pur- 
poses of this Part, 


(a) any rider added at any time after March 2, 
1988 to a life insurance policy shall be deemed to 
be a separate life insurance policy issued and ef- 
fected at that time; and 


(b) a change in the terms or conditions of a life 
insurance policy resulting from a specified trans- 
action or event shall be deemed not to have oc- 
curred and not to be a change. 
History: S. 211 substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 171(1), applicable to taxation years beginning after 1989 


and, where an insurer has made an election under subsec. 172(3) of 
1994, c. 7, Sch. II (1991, c. 49) (see under s. 211.1), to all taxation 
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years of the insurer to which the election relates and, where such an 
election is made, 


(a) in respect of each taxation year of the insurer to which the 


election relates, each reference to “December 31, 1989” in the 
definitions in subsec. 211(1), as the reference relates to a life 
insurance policy, shall be read as a reference to the later of 


(i) the day the policy was issued, and 
(ii) March 2, 1988; and 


(b) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election to the extent it applies in respect of this 
section. . 


1994, c. 7, Sch. II (1991, c. 49), subsec. 171(2) provides that in its 
application to taxation years ending after 1987 and beginning before 
1990 (except a taxation year of an, insurer to.which subsec. 172(1) 
of c. 49 applies because of an election made by the insurer under 
subsec. 172(3) of c. 49 — see under s. 211.1), s. 211 shall be read as 
though it included the following definition: 


“benefits payable under a life insurance policy” includes 


(a) a policy dividend, an experience rating refund and a 
refund of premiums under the policy, 


(b) any amount payable under a reinsurance arrangement 
in respect of the policy, and 


(c) any amount deemed by paragraph 138.1(1)(g) to be a 
payment under the terms and conditions of the policy, 


but does not include a policy loan or interest on funds left on 
deposit with the insurer under the terms of the policy; 


S. 211 formerly read: 


211. Definitions — For the purposes of this Part, “Canada se- 
curity” has the meaning assigned by subsection 138(12); 
“gross investment revenue” has the meaning assigned by sub- 
section 138(12); “life insurance policy” and “life insurance 
policy in Canada” do not include any part of the policy in 
respect of which the policyholder is deemed by paragraph 
138.1(1)(€) to have an interest in a related segregated fund 
trust; “non-segregated property” has the meaning assigned by 
subsection 138(12); “policy loan” has the meaning assigned 
by subsection 138(12); “property used in the year in, or held 
in the year in the course of” carrying on a life insurance busi- 
ness in Canada, in the case of an insurer-(other than a resident 
of Canada that does not carry on a life insurance business) 
that carried on an insurance business in Canada and in a 
country other than Canada, has the meaning assigned by sub- 
section 138(12); “registered life insurance policy” means a 
life insurance’ policy (other than an annuity contract) issued or 
effected as a registered retirement savings plan or pursuant to 
such a plan, a fund or deferred profit sharing plan or a regis- 
tered pension plan; “segregated fund” has the meaning as- 
signed by subsection 138(12). 
Definitions [s. 211]: “annuity”, “business” — 248(1); “Can- 
ada” — 255; “carrying on business” — 253; “deferred profit shar- 
ing plan” — 147(1); “‘insurer’’, “life insurance business” — 248(1); 
“life insurance policy”, “life insurance policy. in Canada” — 
138(12), 211(1), 248(1);. “person” — 248(1); “property”, “regis- 
tered pension plan” — 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “resident in Canada” — 250; “taxation 
year” — 249; “trust” — 104(1), 248(1), (3). 


211.1 (1) Tax payable — Every life insurer shall 
pay a tax under this Part for each taxation year equal 
to 15% of its taxable Canadian life investment in- 
come for the year. 


Related Provisions:  18(1)(t)— Tax is| non-deductible; 
138(3)(g) — Part XII.3 tax deductible by insurer; 190.1(1.1) — Ad- 
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ditional capital tax on life insurance corporations. 


(2) Taxable Canadian life investment in- 
come — For the purposes of this Part, the taxable 
Canadian life investment income of a life insurer for 
a taxation year is the amount, if any, by which its 
Canadian life investment income for the year ex- 
ceeds the total of its Canadian life investment losses 
for such of the 7 taxation years immediately preced- 
ing the year that begin after 1989, to the extent that 
those losses were not deducted in computing its taxa- 
ble Canadian life investment income for any preced- 
ing taxation year. 

Related Provisions: 87(2.2) — Amalgamation of insurance cor- 


porations; 138(11.5)(k) — Transfer of business by non-resident 
insurer. 


History: Subsec. 211.1(2) amended by 1994, c. 7, Sch. II (1991, c. 


49), s. 172, applicable to taxation years beginning after 1989. Sub- 


sec. (2) formerly read: 


(2) Taxable Canadian life investment income — For the 
purposes of this Part, the taxable Canadian life investment in- 
come of a life insurer for a taxation year is the amount, if any, 
by which its Canadian life investment income for the year ex- 
ceeds the total of its Canadian life investment losses for such 
of the 7 taxation years immediately preceding the year that 
commence after June 17, 1987 and end after 1987, to the ex- 
tent that those losses have not been deducted in computing its 
taxable Canadian life investment income for any preceding 
taxation year. 


(3) Canadian life investment income — For the 
purposes of this Part, the Canadian life investment 
income or loss of a life insurer for a taxation year is 
the positive or negative amount determined by the 
formula 


A+B-C 
where 


A is the total of all amounts, each of which is in re- 
spect of a liability, benefit, risk or guarantee 
under a life insurance policy that was at any time 
in the year a taxable life insurance policy of the 
insurer, determined by multiplying the net inter- 
est rate in respect of the liability, benefit, risk or 
guarantee for the year by the amount equal to '/2 
of the total of 
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(a) the maximum amount that would be deter- 
mined under paragraph 1401(1)(a), (c) or (d) 
of the Income. Tax Regulations (other than an 
amount that would be determined under sub- 
paragraph 1401(1)(d)(ii) of those Regulations 
in respect of a disabled life) in respect of the 
insurer for the year in respect of the liability, 
benefit, risk or guarantee if subsection 
1401(1) of those Regulations applied to all 
life insurance policies and if that amount were 


(a) the maximum amount that would be 
determined under paragraph 1401(1)(c.1) 
of the Income Tax Regulations in respect 
of the insurer for the year in respect of the 
policy if subsection 1401(1) of those Reg- 
ulations applied to all life insurance poli- 
cies and if that amount were determined 
without reference to any policy loan or re- 
insurance arrangement, and 


(b) the maximum amount that would be 
determined under paragraph 1401(1)(c.1) 
of the Income Tax Regulations in respect 
of the insurer for the preceding taxation 
year in respect of the policy if subsection 
1401(1) of those Regulations applied to all 
life insurance policies and if that amount 
were determined without reference to any 
policy loan or reinsurance arrangement, 
and 


determined without reference to any policy E_ is the amount, if any, by which 


loan or reinsurance arrangement, and 


(b) the maximum amount that would’be deter- 
mined under paragraph 1401(1)(a), (c) or (d) 
of the Income Tax Regulations (other than an 
amount that. would be determined under sub- 
paragraph 1401(1)(d)(ii) of those Regulations 
in respect of a disabled life) in respect of the 
insurer for the preceding taxation year in re- 
spect of the liability, benefit, risk or guarantee 
if subsection 1401(1) of those Regulations ap- 
plied to all life insurance policies and if. that 
amount were determined without reference to 
any policy loan or reinsurance arrangement; 


B. is the total of all amounts, each of which is the 
positive or negative amount in respect of a life 
insurance policy that/was at any time in the year a 
taxable life insurance policy. of the-insurer, deter- 
mined by the formula 


D-E 
where . 


D is the amount determined by multiplying the 
percentage determined in the description of A 
in the definition “net interest rate” in subsec- 
tion 211(1) in respect of the year by the 
amount equal to '/2 of the total of 
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(a) the total of all amounts determined in 
respect of the insurer under the description 
of D in respect of the policy for the year 
and any preceding taxation years ending 
after 1989 


exceeds the total of 


(b) all amounts determined in respect of 
the insurer under the description of E in re- 
spect of the policy for taxation years end- 
ing before the year, and 


(c) the amount, if any, by which 


(i) the maximum amount that would be 
determined under paragraph 
1401(1)(c.1) of the Income Tax Regula- 
tions in respect of the insurer for the 
year in respect of the policy if subsec- 
tion 1401(1) of those Regulations ap- 
plied to all life insurance policies and if 
that amount were determined without 
reference to any policy loan or reinsur- 
ance arrangement 


exceeds 


(ii) the maximum amount that would be 
determined under paragraph 
1401(1)(c.1) of the Income Tax Regula- 
tions in respect of the insurer for its last 
1989 taxation year in respect of the pol- 
icy if subsection 1401(1) of those Reg- 
ulations applied to all life insurance 
policies and if that amount were deter- 
mined without reference to any policy 
loan or reinsurance arrangement; and 


C is the total of all amounts each of which is 100% 
of the amount required to be included in comput- 
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ing the income of a policyholder under section. 


12.2 or paragraph 56(1)G) for which the insurer is 


required by regulation to prepare an information. 


return in respect of the calendar year ending in 
the taxation year, in respect of a taxable life in- 
surance policy of the insurer, except that the ref- 
erence in this description to 100% shall be read 
as a reference to, 


(a) where paragraph (a) of the description of B 
in the definition “net interest rate’? in subsec- 
tion 211(1) applies for any taxation year in re- 
spect of a guaranteed benefit under the policy, 


0% for calendar years before 1991, 
5% for 1991, 

10% for 1992, 

15% for 1993, 

20% for 1994, 

25% for 1995, 

30% for 1996, 

35% for 1997, 

40% for 1998, 

45% for 1999, and 

50% for calendar years after 1999, 


and 


(b) where the policy was at any time after 
1989 an existing guaranteed life insurance 
policy, 

0% for the calendar year in which it be- 
came a taxable life insurance policy of 
the insurer, 

0% for the first following calendar year, 

0% for the second following calendar year, 

5% for the third following calendar year, 

10% for the fourth following calendar 
year, 

15% for the fifth following calendar year, 

20% for the sixth following calendar year, 

25% for the seventh following calendar 
year, 

30% for the eighth following calendar 
year, 

35% for the ninth following calendar year, 

40% for the tenth following calendar year, 

45% for the eleventh following calendar 
year, and 


50% for the twelfth following and subse-_ 


quent calendar years. 


Related Provisions: 257 — Formula amounts cannot calculate to 
less than zero. 


History: Paras. (a) and (b) of the description of A, paras. (a) and 
(b) of the description of D in the description of B, and para. (c) of 
the description of E in the description of B, in subsec. 211.1(3), 
amended by 1997, c. 25, s. 61, applicable to 1996 et seg. The paras. 
formerly read: 


(a) the maximum amount that would be deductible under par- 
agraph 1401(1)(a), (c) or (d) of the Income Tax Regulations 
(other than an amount that the insurer can claim under sub- 
paragraph 1401(1)(d)(ii) of the Regulations in respect of a 
disabled life) in computing the insurer’s income for the year 
in respect of the liability, benefit, risk or guarantee, if that 
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amount were determined without reference to any policy loan 
or reinsurance arrangement, and 


(b) the maximum amount that would have been deductible 
under paragraph 1401(1)(a), (c) or (d) of the Regulations 
(other than an amount that the insurer can claim under sub- 
paragraph 1401(1)(d)(ii) of the Regulations in respect of a 
disabled life) in computing the insurer’s income for the im- 
mediately preceding taxation year in respect of the liability, 

benefit, risk or guarantee, if that amount were determined 
without reference to any policy loan or reinsurance 
arrangement; ) 


(a) the maximum. amount that, would be deductible under par- 
agraph 1401(1)(c.1) of the Income Tax Regulations in com- 
puting the insurer’s income for the year in respect of the pol- 
icy, if that amount were determined without reference to any 
policy loan or reinsurance arrangement, and 


(b) the maximum amount that would have been deductible 
under paragraph 1401(1)(c.1) of the Regulations in comput- 
ing the insurer’s income for the immediately preceding taxa- 
tion year in respect of the policy, if that amount were deter- 
mined without reference to any policy loan or reinsurance 
arrangement, and 


(c) the amount, if any, by which 


(i) the maximum amount that would be deductible under 
paragraph 1401(1)(c.1) of the Income'Tax Regulations in 
computing the insurer’s:income for the year in respect of 
the policy, if that amount were determined without refer- 
ence-to any policy loan or reinsurance arrangement 


exceeds 


(ii) the maximum. amount that would be deductible under 
paragraph 1401(1)(c.1) of the Regulations in computing 
the insurer’s income for the insurer’s last 1989 taxation 
year in respect of the policy, if that amount were deter- 
mined without reference to any policy loan or reinsur- 
ance arrangement; and 


Subsec. 211.1(3) substituted by 1994, c. 7; Sch. I (1991, c. 49), 
subsec. 172(1), applicable (by subsec. 172(3)) to taxation years 
commencing after 1989 and, where an insurer so elected in respect 
of the insurer’s taxation years beginning after 1987 or 1988 and 
before 1990 by notifying. the Minister of National Revenue in writ- 
ing before July 1991, to all taxation years of the insurer to which the 
election relates and, where such an election was made, 


(a) in respect of each taxation ‘year of the insurer to which the 
election relates, each reference to “1989” in subsec. 211.1(3) 
shall be read as a reference to the year immediately preceding 
the first taxation year to which the election relates; and _ 


(b) notwithstanding. subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election. 


Also (by 1994, c. 7, Sch. Il (1991, c. 49), subsec. 172(2)), in their 
application to taxation years commencing after June 17, 1987 and 
before 1990 that end after 1987 (except a taxation year of an insurer 
to which subsec. 172(1) of c. 49 applies because of an election 
made by the insurer as mentioned above), 


(a) the deseription of C in subsec. 211.1(3) shall be read as 
follows: 


C_ is the positive or negative amount that would be de- 
termined to be the insurer’s income or loss, respec- 
tively, for the year under Part I from carrying on a 
life: insurance business in Canada, if 

(a) no amount were included in that determina- 
tion in respect of segregated funds of the insurer, 
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and 


(b) no amount were included in that determina- 
tion under paragraph 12(1)(d) or (d.1), section 
12.3, paragraph 20(1)(1) or (1.1) or subsection 
20(26), under a prescribed provision of this Act 
or, in respect of the amount deducted under para- 
graph 138(3)(c) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, as 
it applied to taxation years beginning before 
June 18, 1987, in computing its income for the 
immediately preceding taxation year, under para- 
graph 138(4)(a), 


(c) the amount, if any, determined under para- 
graph (g) of the description of A in respect of the 
insurer for the year were included in that 
determination, 


(d) the maximum amounts deductible in comput- 
ing that income under subparagraphs 
138(3)(a)(), (ii) and (iv) were deducted in that 
determination, 


(e) for the purposes of paragraph 138(4)(a), the 
maximum amounts deductible under subpara- 
graphs 138(3)(a)(i), (ii) and (iv) were deducted 
in computing the insurer’s income or loss, as the 
case may be, for the immediately preceding taxa- 
tion year, and 


(f) in respect of the insurer’s first taxation year 
beginning after June 17, 1987 and ending after 
1987, 


(i) the amounts referred to in paragraph (e) 
in respect of the insurer’s immediately pre- 
ceding taxation year were the maximum 
amounts that would be deductible under sub- 
paragraphs 138(3)(a)(i), (ii) and (iv) for that 
preceding year if those subparagraphs ap- 
plied to that year, and 


(ii) the prescribed amount of the insurer’s 
1968 reserve adjustment were nil; 
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surer, its gross investment revenue for the year from 
such of its non-segregated property as was property 
used in the year in, or held in the year in the course 
of, carrying on a life insurance business in Canada, 


(c) the amount included under paragraph 138(4)(b) in 
computing the insurer’s income for the year, 


(d) the amount included under paragraph 138(4)(c) in 
computing the insurer’s income for the year, 


(e) the total of all amounts that accrued to, or became 
receivable or were received by, the insurer in the 
year as, on account of or in lieu of payment of, inter- 
est in respect of policy loans made under the terms of 
its life insurance policies: in Canada, to the extent not 
included in computing its Canadian life investment 
income for a preceding taxation year, 


(f) the total of all gains made by the insurer in the 
year from dispositions of such of its non-segregated 
property (other than property that is a Canada secur- 
ity or capital property) as was property used in the 
year in, or held in the year in the course of, carrying 
on a life insurance business in Canada, and 


(g) the amount, if any, by which 


(i) the total of all taxable capital gains of the in- 
surer for the year from dispositions of such of its 
non-segregated property as was property used in 
the year in, or held in the year in the course of, 
carrying on a life insurance business in Canada 


exceeds 


(ii) the total of all allowable capital losses of the 
insurer for the year and all preceding taxation 
years commencing after June 17, 1987 and end- 
ing after 1987 from dispositions of such of its 
non-segregated property as was property used in 
the year in, or held in the year in the course of, 
carrying on a life insurance business in Canada 
to the extent that those losses have not reduced 
an amount determined under this paragraph in 
determining the Canadian life investment in- 
come for a preceding taxation year, 


(b) the. description of G in subsec. 211.1(3) shall be read as 


follows: and deducting from that total the total of the following 


amounts in respect of the insurer for the year: 


(h) the amount deductible under paragraph 138(3)(b) 
in computing the insurer’s income for the year, 


(i) the amount deductible under paragraph 138(3)(d) 
in computing the insurer’s income for the year, 


G is the total of all amounts each of which is the pre- 
scribed portion of an amount that would be included 
under section 12.2 or paragraph 56(1)(j) in comput- 
ing the income of a policyholder for a taxation year 
ending in the year, if all taxation years were calendar 
years, in respect of life insurance policies in Canada 
(other than annuity contracts and prescribed arrange- 
ments) of the insurer. 


Subsec. 211.1(3) formerly read: 
(3) Canadian life investment income — For the purposes 
of this Part, the Canadian life investment income or loss, as 


the case may be, of a life insurer for a taxation year is the 
positive or negative amount, respectively, determined by the 


(j) the total of all losses sustained by the insurer in 
the year from dispositions of such of its non-segre- 
gated property (other than property that is a Canada 
security or capital property) as was property used in 
the year in, or held in the year in the course of, carry- 
ing on a life insurance business in Canada, 


(k) the total of all expenses deducted in computing 
the insurer’s income under Part I for the year to the 


formula ; 
extent that those expenses were incurred for the pur- 
ASPB ICL iy et an poses of managing its non-segregated property and 
rae may reasonably be regarded as having been incurred 
whe 


for the purposes of earning any amount included 
A is the positive or negative amount, as the case may be, under paragraphs (a) to (f) for the year, 
determined by totalling the following amounts in respect 


1) the total of all a ts that b ble b 
of the insurer for the year: \ Meer sie pniss ermine Madi Ya 385801 <2 


the insurer in respect of the year as, on account of or 


(a) the total of all amounts included under subsection 
138(9) in computing the insurer’s income for the 
year from carrying on a life insurance business in 
Canada, 


(b) where subsection 138(9) does not apply to the in- 


1668 


in lieu of payment of, interest on amounts on deposit 
with the insurer in accordance with the terms of its 
life insurance policies in Canada, and 


(m) the total of amounts (other than amounts in- 
cluded under paragraph (k) or (1)) deducted in com- 
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puting the insurer’s income for the year under 
paragraphs 20(1)(a), (c), (d) and (p), to the extent 
that each such amount may reasonably be regarded 
as relating to any amount included under paragraphs 
(a) to (f) for the year; 


is the total of all amounts deducted in computing the in- 
surer’s income for the year under Part I from carrying on 
a life insurance business in Canada (net of expense al- 
lowances under reinsurance arrangements included in 
computing that income) except to the extent that any such 
amount 


(a) is included in an amount determined in respect of 
the insurer for the year under any of paragraphs (j) to 
(m) of the description of A, 


(b) was paid. or payable by. the insurer in respect of 
benefits payable under a life insurance policy, 


(c),is deductible under paragraph 20(1)(1) or (1,1) or 
subsection 20(26) or 138(3) in computing its income 

~ from carrying on a life insurance business in Canada, 
or 


(d) may reasonably be considered to relate to segre- 
gated funds of the insurer; 


is the positive or negative amount, as the case may be, 
that would be determined to be the insurer’s income or 
loss, respectively, for the year under Part I from carrying 
on a life insurance business in Canada, if 


(a) no amount were included in that determination in 
respect of segregated funds of the insurer, 


(b) no amount were included in that determination 
under paragraph 12(1)(d) or (d.1), section 12.3, para- 
graph 20(1)() or (1.1) or subsection 20(26), under a 
prescribed provision of this Act, or under paragraph 
138(4)(a) in respect of the amount deducted under 
paragraph 138(3)(c) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, in com- 
puting its income for the immediately preceding tax- 
ation year, 


(c) the amount, if any, determined under paragraph 
(g) of the description of A in respect of the insurer 
for the year were included in that determination, and 


(d) the maximum amounts deductible under subpara- 
graphs 138(3)(a)(), (ii) and (iv) in computing the in- 
surer’s income for the year were deducted in that de- 
termination and on the assumption that the maximum 
amounts so deductible in computing its income for 
the immediately preceding year had been deducted; 


is the positive or negative amount, as the case may be, 
attributable to registered life insurance policies, regis- 
tered pension plans, annuity contracts and prescribed ar- 
rangements, determined in accordance with prescribed 
rules, in respect of the insurer for the year; 


is the positive or negative amount, as the case may be, 
determined by totalling the term insurance component 
and the amortization adjustment amount, determined in 
accordance with prescribed rules, in respect of the insurer 
for the year; 


is the amount of guaranteed interest, determined in accor- 
dance with prescribed rules, in respect of the insurer for 
the year; and 


is the prescribed portion of amounts that would, but for 
subsection 12(8) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, be included in 
computing the income of policyholders under section 
12.2, paragraph 56(1)(j) or subparagraph 115(1)(a)(vi), 
for taxation years ending in the year, if all taxation years 


S. 211.3 


were calendar years, in respect of life insurance policies 
in Canada (other than annuity contracts and prescribed 
arrangements) of the insurer. 


The description of D in subsec. 211.1(3) amended L270 be 40 Re oe oe 
29, to substitute “registered pension plans” for “registered pension 
funds or plans”, applicable after 1985. 


Selected Cases [subsec. 211.1(3)]: Excelsior Life Insurance 
Co. v. The Queen, [1985] 1 C.T.C. 213 (FCTD) (Expenses deducti- 
ble in computing income from life insurance business apply to seg- 
regated or non-segregated property when calculating its net Cana- 
dian life investment income). 


Regulations [subsec. 211.1(3)]: 1900 (for taxation years that 
began after June 17, 1987 and before 1990 that end after 1987). 


Definitions [s. 211.1]: “allowable capital loss” — 38(b), 248(1); 


“amount”, “annuity”, “business” — 248(1); “Canada” — 255: “cap- 
ital property” — 54, 248(1); “carrying on business” — 253; “‘in- 
surer”, “life insurance business” — 248(1); “life insurance pol- 


icy” — 138(12), 211, 248(1); “life insurer”, “prescribed”, 


“property”, “registered pension plan” — 248(1); “taxation year” — 
249. See also 211(1). 


211.2 Return — Every life insurer shall file with 
the Minister, not later than the day on or before 
which it is required by section 150 to file its return 
of income for a taxation year under Part I, a return of 
taxable Canadian life investment income for that 
year in prescribed form containing an estimate of the 
tax payable by it under this Part for the year. 
Related Provisions: 150.1(5) — Electronic filing. 
Definitions: “life insurer”, “Minister”, “prescribed” — 248(1); 
“taxation year” — 249. 


Forms: T2142: Part XII.3 tax return — tax on investment income 
of life insurers. 


211.3 Instalments — Every life insurer shall pay 
to the Receiver General on or before the last day of 
each three month period, if any, in a taxation year an 
instalment determined by the formula 


A xC 
where 


A is the number of months in the year within the 
three month period; 


B_ is the number of months in the year; and 
C is the lesser of 


(a) the tax payable under this Part by the in- 
surer for the year, and 
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(b) the tax payable under this Part by the in- 
surer for the immediately preceding taxation 
year. 
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Definitions: “annualized tax payable” — 211.3(2); “life in- 
surer” — 248(1); “tax payable” — 248(2); “taxation year” — 249. 


Information Circulars: 81-11R3: Corporate instalments. 


211.4 Payment of remainder of tax — Every life 
insurer shall pay, on or before the last day of the sec- 
ond month ending after the end of a taxation year, 
the remainder, if any, of the tax payable under this 
Part by the insurer for the year. 


Definitions: “insurer”, “life insurer” — 248(1); “taxation year” — 
249. 


211.5 Provisions applicable to Part — Section 
152, subsection 157(2.1), sections 158 and 159, sub- 
sections 161(1), (2), (2.1), (2.2) and (11), sections 
162 to 167 and Division J of Part I apply to this Part, 
with such modifications as the circumstances 
require. 
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Part XII.5 — Labour-Sponsored Funds Tax Credit 


History [s. 211.5]: S..211.5 repealed and s. 211.6 renumbered as 
211.5, and amended, by 1994, ¢..7, Sch. II (1991, c/ 49), s. 173, 
applicable to..1990. et seq. Ss. 211.5, 211.6 formerly: read: 


211.5 Interest — Where.a life insurér has failed to pay all or 
any instalment of tax under ‘this. Part on or before the day on 
or before which it was required to'be paid, the insurer shall 
pay to the Receiver General. interest at the prescribed rate on 
the amount that it failed to pay, computed from the day on or 
before which the amount was required to be paid to the day of 
payment. 


211.6 Provisions. applicable to Part — Sections 152, 158 
and 159, subsection 161(1), sections 162 to 167 and Division 
J of Part I are applicable to this Part with such modifications 
as the circumstances require. 


Pre-RSC History [former s. 211.5]: Former s. 211.5 amended 
by 1990, c. 39, s..52,,to substitute “it” for “the tax or instalment;-as 
the case may be,” and “the insurer shall pay to the Receiver General 
interest at the prescribed rate” for “it shall pay to the Receiver Gen- 
eral interest at the rate prescribed for the purposes of section, 161”, 
applicable with respect to interest to be calculated in respect of peri- 
ods after September 1989. 


Definitions: “annualized tax payable” 
surer” — 248(1); “taxation year’ — 249, 


Pre-RSC History [Part XII.3]: Part XII.3 (ss. 211 to 211.6) added 
by 1988, c. 55, s. 160, applicable with respect: to taxation years 
uri: after June 17, 1987 that end. after 1987. 


—211.3(2);" “life in- 


Part XIl. 4 Fax on Mining 
Reclamation Trusts 


211.6 (1) Charging provision — Every trust that 
is a mining reclamation trust at the end of a taxation 
year shall pay a tax under this Part for the year equal 
to 28% of its income under Part I for the year, 


Related Provisions: 127.41 — Part XII.4 tax credit to benefici- 
ary; 149(1)(z) — No Part I tax on trust. 


History: Subsec. 211.6(1) added by 1995, c. 3, s. 50, applicable to 
1994 et seq. 


(2) Computation of income — For the purpose 
of subsection (1), the income under’Part I of ‘a min- 
ing reclamation trust shall be computed as if this Act 
were read without reference to subsections 104(4),to 
(31).and..sections 105. to 107. 


History: Subsec::211.6(2) added: by 1995,:c..3, s. 50, applicable to 
1994 et seq. 


(3) Return — Every trust that is a mining reclama- 
tion trust at the end of a taxation year shall file with 
the Minister on or before the day that is 90 days after 
the end of the year a return for the year under this 
Part in prescribed form containing an estimate of the 
amount of tax payable under this Part for the year by 
the trust. 


Related Provisions: 150.1(5)— Electronic filing. 


History: Subsec. 211.6(3) added by 1995,.c, 3, s. 50, applicable to 
1994 et seq. 


Forms: T3M: Mining reclamation trust income tax return. 


(4) Payment of tax — Each trust shall pay in re- 
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spect of each taxation year to the Receiver General 
its tax payable under this Part’ for the year on or 
before the day that is 90 days after the end of the 
year. | 


History: Subsec. 211.6(4) added by 1995, c. 3, s. 50, applicable to 
1994 et seq. 


(5) Provisions applicable to Part —— Subsections 
150(2). and (3), sections 152, 158. and 159, subsec- 
tions 161(1).and (11), sections .162 to.167 and Divi- 
sion. J.of Part I apply to this Part, with such modifi- 
cations as, the circumstances require. 

History: Subsec. 211.6(5) added by 1995). 3; s/ 50, siicable to 
1994 et-seq. 

Definitions [s. 211.6]: “amount” — 248(1); “mining reclamation 
trust”; “Minister”, “prescribed” — 248(1); “taxation year” — 11(2), 
249; “trust? —.104(1), 248(1);.“‘trust’s year” — 107,3(1). 


Part xil.5 — Recovery of 
Labour-Sponsored Funds 
Tax Credit 


211.7 Definitions — The definitions in this section 
apply for the purposes of this Part. 


“‘approved share’”’ has the soe ae assigned by sub- 
section 127.4(1). 


“Jabour-sponsored funds tax credit” in respect of 
a share is 


(a) where the original acquisition of the share oc- 
_curred before 1996, 20% of the net cost of the 
share on that acquisition; and 


(b) in any other:case, the amount that would be 
determined under, subsection 127.4(6). in respect 
of the share: if this Act were read without refer- 
ence to paragraphs 127.4(6)(b) and (d). 


“net cost”? has the meaning assigned by subsection 
127.4(1). 


“original acquisition” has the meaning assigned by 
subsection 127.4(1). 


“qualifying trust” has the meaning sede by sub- 
section 127.4(1). 


“revoked corporation” means a corporation the re- 


_ gistration of which. has been revoked under subsec- 


tion 204.81(6). 


History: S. 211.7 added ,by 1997, c. 25, s. 62, applicable to re- 
demptions, acquisitions, cancellations and dispositions that occur 


_ after November 15, 1995, except that s. 211.7 does not apply 


(a) to any redemption that occurs before 1998 of a share of the 
capital stock of a corporation that was registered under subsec. 
204.81(1), where an amount determined under regulations made 
for the purpose of cl. 204;81(1)(c)(v)(F) is directed to be remit- 
ted to the Receiver General in order to permit the redemption; 
and 


(b) to any disposition that occurs before 1998, where an amount 
is required to be remitted to the government of a province as a 
consequence of the disposition and a portion of the amount is in 
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respect of the recovery of a tax credit that is provided under 
subsection 127.4(2) in respect of the share. 


Definitions [s. 211.7]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “net cost”, “original acquisi- 
tion” — 127.4(1), 211.7; “share” — 248(1). 


211.8 (1) Disposition of approved share — 
Where an approved share of the capital stock of a 
registered labour-sponsored venture capital corpora- 
tion or a revoked corporation is redeemed, acquired 
or cancelled by the corporation less than 8 years af- 
ter the day on which the share was issued (other than 
in circumstances described in subclause 
204.81(1)(c)(v)(A)Z) or (ID or clause 
204.81(1)(c)(v)(B) or (D)) or any other share that 
was issued by any other labour-sponsored venture 
capital corporation is disposed of, the person who 
was the shareholder immediately before the redemp- 
tion, acquisition, cancellation or disposition shall pay 
a tax under this Part equal to the lesser of 


(a) the amount determined by the formula 


AXB 
where 
A is 
(i) where the share was issued by a regis- 
tered labour-sponsored venture capital cor- 
poration or a revoked corporation, the la- 


bour-sponsored funds tax credit in respect 
of the share, and 


(ii) where the share was issued by any 
other labour-sponsored venture capital cor- 
poration and was at any time an approved 
share, the amount, if any, required to be re- 
mitted to the government of a province as 
a consequence of the redemption, acquisi- 
tion, cancellation or disposition (otherwise 
than as a consequence of an increase in the 
corporation’s liability for a penalty under a 
law of the province), and 


(i) nil, where the share was issued by a 
registered labour-sponsored venture capital 
corporation or a revoked corporation, the 
original acquisition of the share was before 
March 6, 1996 and the redemption, acqui- 
sition, cancellation or disposition is 


(A) more than 2 years after the day on 
which it was issued, where the redemp- 
tion, acquisition, cancellation or dispo- 
sition is permitted under the articles of 
the corporation because an individual 
attains 65 years of age, retires from the 
workforce or ceases to be resident in 
Canada, or 


(B) more than 5 years after the day on 
which it was issued, 


(ii) one, in any other case where the share 


Income Tax Act 


was issued by a registered labour-spon- 
sored venture capital corporation or a re- 
voked corporation, and 


(iii) in any other case, the quotient ob- 
tained when the labour-sponsored fund tax 
credit in respect of the share is divided by 
the tax credit provided under a law of a 
province in respect of any previous acqui- 
sition of the share, and 


(b) the amount that would, but for subsection (2), 
be payable to the shareholder because of the re- 
demption, acquisition, cancellation or disposition 
(determined after taking into account the amount 
determined under subparagraph (ii) of the 
description of A in paragraph (a)). 

Related Provisions: 211.8(2) — Withholding and remittance of 

tax; 211.8(3) — Refund of clawback; 227(10.01) — Assessment of 

amount payable by resident of Canada; 227(10.1)(c) — Assessment 


of amount payable by non-resident; Reg. 6706 — Repayment of 
credit by national LSVCCs. 


(2) Withholding and remittance of tax — 
Where a person or partnership (in this section re- 
ferred to as the “transferee’) redeems, acquires or 
cancels a share and, as a consequence, tax is payable 
under this Part by the person who was the share- 
holder immediately before the redemption, acquisi- 
tion or cancellation, the transferee. shall 


(a) withhold from the amount otherwise payable 
on the redemption, acquisition or cancellation to 
the shareholder the amount of the tax; 


(b) within 30 days after the redemption, acquisi- 
tion or cancellation, remit the amount of the tax 
to the Receiver General on behalf of the share- 
holder; and 


(c) submit with the remitted amount a statement 
in prescribed form. 
Related Provisions: 211.8(3) — Liability for failure to withhold; 
227 — Withholding taxes — administration and enforcement; 
227(5)(a.1) — Person who has influence over payment may be lia- 
ble for failure to withhold; 227(6) — Application of excess amount 
withheld; 227(8.3)(c) — Interest on amounts not withheld. 


(3) Liability for tax — Where a transferee has 
failed to withhold any amount as required by subsec- 
tion (2) from an amount paid or credited to a share- 
holder, the transferee is liable to pay as tax under 
this Part on behalf of the shareholder the amount the 
transferee failed to withhold, and is entitled to re- 
cover that amount from the shareholder. 

Related Provisions: 227(10.01) — Assessment of amount paya- 


ble by resident of Canada; 227(10.1)(c) — Assessment of amount 
payable by non-resident. 


History: S. 211.8 added by 1997, c. 25, s. 62; subsec. 21 1.8(1) ap- 
plicable to redemptions, acquisitions, cancellations and dispositions 
that occur after November 15, 1995, except that it does not apply 


(a) to any redemption that occurs before 1998 of a share of the 
capital stock of a corporation that was registered under subsec. 
204.81(1), where an amount determined under regulations made 
for the purpose of cl. 204.81(1)(c)(v)(F) is directed to be remit- 
ted to the Receiver General in order to permit the redemption; 
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and 


(b) to any disposition that occurs before 1998, where an amount 
is required to be remitted to the government of a province as a 
consequence of the disposition and a portion of the amount is in 
respect of the recovery of a tax credit that is provided under 
subsec. 127.4(2) in respect of the share; 


subsecs. 211.8(2) and (3) applicable to redemptions, acquisitions 
and cancellations that occur ‘after April 25, 1997. 


Definitions [s. 211.8]: “approved share” — 127.4(1), 211.7; “in- 
dividual” — 248(1); “labour-sponsored funds tax credit” — 211.7; 
“original acquisition” — 127.4(1), 211.7; “person”, “prescribed” — 
248(1); “province” — Interpretation Act 35(1); “registered labour- 
sponsored venture capital corporation” — 248(1); “resident in Can- 
ada” — 250; “revoked corporation” — 211.7; “shareholder” — 
248(1); “transferee” — 211.8(2). 


211.9 Refund of clawback — The Minister may 
pay to an individual (other than a trust) an amount 
not exceeding the lesser of 


(a) either 


(i) the tax paid under this Part in respect of a 
disposition of a share, or 


(ii) the amount determined under regulations 
made for the purpose of clause 
204.81(1)(c)(v)(F) that was remitted to the 
Receiver General in respect of a disposition of 
an approved share, and 


(b) the amount, if any, by which 


(i) 15% of the net cost of the share on the 
original acquisition by the individual (or by a 
qualifying trust for the individual in respect of 
the share) 


exceeds 


(ii) the amount deducted under subsection 
127.4(2) in respect of the original acquisition 
of the share by the individual (or by a qualify- 
ing trust for the individual in respect of the 
share) 


if application for the payment has been made in writ- 
ing by the individual and filed with the Minister no 
later than 2 years after the end of the calendar year in 
which the disposition occurred. 


Related Provisions: 127.4(6)(d) — Labour-sponsored funds 
credit is nil:where amount has been refunded under 211.9. 


History: S. 211.9 added by 1997, c. 25, s. 62, applicable after April 
25, 1997, except that 


(a) the reference to “15%” in subpara. 211.9(b)(i) shall be read 
as “20%” in respect of a disposition of a share the original ac- 
quisition of which was before March 6, 1996; and 


(b) any application filed under that section before 1998 is 
deemed to be filed on a timely basis. 


Definitions [s. 211.9]: “amount” — 248(1); “approved share” 
127.4(1), 211.7; “individual”, “Minister” — 248(1); “net cost”, 
“original acquisition”, “qualifying trust” — 127.4(1), 211.7; “regu- 
lation” — 248(1); “trust” — 104(1), 248(1), (3); “writing” — Inter- 
pretation Act 35(1). 


S. 211.91(1) 


Part Xil.6 — Tax on Flow- 
through Shares 


211.91 (1) Tax imposed — Every. corporation 
shall pay a tax under this Part in respect of each 
month (other than January) in a calendar year equal 
to the amount determined by the formula 


where 


A is the. total of all amounts each of which-is an 
amount that the corporation purported to_re- 
nounce in the year under subsection 66(12.6) or 
(12.601) because of the application of subsection 
66(12.66) (other than an amount purported to be 
renounced in respect of expenses incurred or to 
be incurred in connection with production or po- 
tential production in a province where a tax, Simi- 
lar to the tax provided under this Part, is payable 
by the corporation under the laws of the province 
as a consequence of the failure to incur the ex- 
penses that were purported to be renounced); 


B is the total of all amounts each of which is an 
amount that the corporation purported to re- 
nounce in the year under subsection 66(12.6) or 
(12.601) because of the application of subsection 
66(12.66) and that is not included in the value of 


? 


C is the total of all expenses described in paragraph 
66(12.66)(b) that are 


(a) made or incurred by the end of the month 
by the corporation, and 


(b) in respect of the purported renunciations in 
respect of which an amount is included in the 
value of A; bad 


D, is:the total of all expenses described in paragraph 
66(12.66)(b) that are 


(a) made or incurred by the end of the month 
by the corporation, and 


(b) in respect of the purported renunciations in 
respect of which an amount is included in the 
value of B; 


E is the rate of interest prescribed for the purpose of 
subsection 164(3) for the month; and 
F is 
(a) one, where the month is December,.and 
(b) nil, in any other case. | 
Related Provisions: 18(1)(t), 20(1)(nn) — Tax under Part XII.6 
is, deductible; 66(18) — Members of partnerships; 87(4.4)(e)—(h) — 
Amalgamation of principal-business corporations; 211.91(2) — Re- 


turn and payment of tax; 257 — Formula cannot calculate to less 
than zero. 


Regulations: 4301(b) (prescribed rate of interest under 164(3), for 
211.91(1)E). 
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(2) Return and payment of tax — A corporation 
liable to tax under this Part in respect of one or more 
months in a calendar year shall, before March of the 
following calendar year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form containing an 
estimate of the tax payable under this Part by it in 
respect of each month in the year; and 


(b) pay to the Receiver General the amount of tax 
payable under this Part by it in respect of each 
month in the year. 


(3) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152, 158 and 159, subsec- 
tions 161(1) and (11), sections 162 to 167 and Divi- 
sion J of Part I apply to this Part, with any modifica- 
tions that the circumstances require. 


History: Part XII.6 (s. 211.91) added by 1997, c. 25, s. 62, applica- 
ble to the 1997 and subsequent calendar years. 


Definitions [s. 211.91]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Minister”, “prescribed” — 
248(1); “province” — Interpretation Act 35(1). 


Part xill— Tax on Income 
from Canada of Non- 
Resident Persons 


212. (1) Tax — Every non-resident person shall pay 
an income tax of 25% on every amount that a person 
resident in Canada pays or credits, or is deemed by 
Part I to pay or credit, to the non-resident person as, 
on account or in lieu of payment of, or in satisfaction 
of, 


Related Provisions: 214(1)—No deductions from tax; 
215(1) — Requirement to withhold and remit; 216 — Election to 
pay tax on net income from rents and timber royalties; 217 — Elec- 
tion to file return under Part I in respect of certain kinds of income; 
227 — Withholding taxes — administration and enforcement; 
246(1) — Benefit conferred on a person; Reg. 105 — Withholding 
on payments to non-residents for services; Reg. 805 —No tax 
where income attributable to. permanent establishment or taxable 
under 115(1)(a)(iii.3). 


I.T. Application Rules [subsec. 212(1)]: 10(4) (application to 
debts issued before 1976); 10(6) (reduction of 25% rate by treaty). 


Interpretation Bulletins [subsec. 212(1)]: IT-77R: Securities 
in satisfaction of income debt; IT-360R2: Interest payable in a for- 
eign currency. See also list at end of s. 212. 


Information Circulars [subsec. 212(1)]: 76-12R4: Applicable 
rate of Part XIII tax on amounts paid or credited to persons in treaty 
countries; 77-16R4: Non-resident income tax. 


Forms [subsec. 212(1)]: NR2-UK, NR2A-UK: Statements of 
amounts paid to non-residents of Canada; NR4 Summ: Return of 
amounts paid or credited to non-residents of Canada; NR4 Supp: 
Statement of amounts paid or credited to non-residents of Canada; 
NR4-OAS: Statement of OAS pension paid or credited to non-re- 
sidents of Canada; NR601: Non-resident ownership certificate — 
withholding tax; NR602: Non-resident ownership certificate — no 
withholding tax; PD7AR-NR: Non-resident tax (Part XII) remit- 
tance form; T1141: Information return in respect of transfers to non- 
resident trusts; T1142: Information return in respect of distributions 


Income Fax Act 


from and indebtedness owed to a non-resident trust. 


(a) management fee — a management or ad- 
ministration fee or charge; 
Related Provisions: 212(4) — Meaning of “management or ad- 


ministration fee or charge”. See additional Related provisions at be- 
ginning of subsec. 212(1). 


Selected Cases [para. 212(1)(a)]: Peter Cundill & Associates 
Ltd. v. Canada, [1991] 2 C.T.C. 221 (FCA) (Fees paid by Canadian 
corporation to Bermuda subsidiary taxable, not at arm’s length since 
both corporations controlled by same “mind”); Alberta Gas Ethy- 
lene Co. v. Canada, [1990] 2 C.T.C. 171 (FCA) (Interest on loan by 
non-resident subsidiary to resident parent subject to withholding 
tax; agency argument rejected). 


Regulations: 202(1)(a) (information return); 805 (no tax where 
income attributable to permanent establishment). 


Interpretation Bulletins: IT-468R: Management or administra- 
tive. fees paid to non-residents. See also list at end of s. 212. 


Information Circulars: 87-2: International transfer pricing and 
other international transactions. See also at beginning of subsec. 
212(1). 


Forms: See at beginning of subsec. 212(1). 
(b) interest — interest except 


(i) interest payable by a non-resident-owned 
investment corporation, 


(11) interest payable on 
(A) bonds of or guaranteed by the Govern- 


ment of Canada issued on or before De- 
cember 20, 1960, 


(B) bonds of or guaranteed by the Govern- 
ment of Canada issued after December 20, 
1960, and before April 16, 1966, the inter- 
est on which is payable to the government 
or central bank of a country other than 
Canada or to any international organiza- 
tion or agency prescribed by regulation, or 


(C) bonds, debentures, notes, mortgages or 
similar obligations 


(I) of or guaranteed by the Government 
of Canada, 


(II) of the government of a province or 
an agent thereof, 


(Ill) of a municipality in Canada or a 
municipal or public body performing a 
function of government in Canada, 


([V) of a corporation, commission or 
association not less than 90% of the 
shares or capital of which is owned by 
Her Majesty in right of a province or by 
a Canadian municipality, or of a sub- 
sidiary wholly-owned corporation that 
is subsidiary to such a corporation, 
commission or association, or 


(V) of an educational institution or a 
hospital if repayment of the principal 
amount thereof and payment of the in- 
terest thereon is to be made, or is guar- 
anteed, assured or otherwise specifi- 
cally provided for or secured by the 
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government of a province, 
issued after April 15, 1966, 


(iii) interest payable in a currency other than 
Canadian currency to a person with whom the 
payer is dealing at arm’s length, on 


(A) any obligation where the evidence of 
indebtedness was issued on or before De- 
cember 20, 1960, 


(B) any obligation where the evidence of 
.. Indebtedness was. issued. after December 
20, 1960, if the obligation was entered into 
under an agreement in writing made on or 
before that day, under which the obligee 
undertook to advance, on or before a speci- 
fied day, a specified amount at a specified 
rate of interest or a rate of interest to be 
determined as provided in the agreement, 
to the extent that the interest payable on 
the obligation is payable 
(I) in respect of a period ending not 
later than the earliest day on which, 
under the terms of the obligation deter- 
mined as of the time it was entered 
into, the obligee would be entitled to 
demand. payment of the principal 
amount of the obligation or the amount 
outstanding as or on account of the 
principal amount thereof, as the case 
may be, if the terms of the obligation 
determined as of that time provided for 
that payment on or after a specified 
day, or 


(II) in respect of a period ending not 
later than one year after the time the 
obligation was entered into, in any 
other case, 


(C) any bond, debenture or similar obliga- 
tion issued after December 20, 1960, for 
the. issue of which arrangements. were 
made on or before that day with a dealer in 
securities, if the existence of the arrange- 
ments for the issue of the bond, debenture 
or similar obligation can be established by 
evidence in writing given or made on or 
before that day, 


(D) an amount not repayable in Canadian 
currency deposited with an institution that 
was at the time the amount was deposited 
or at the time the interest was paid or 
credited a prescribed financial institution, 


(E) any obligation entered into in the 
course of carrying on a business in a coun- 
try other than Canada, to the extent that the 
interest payable on the obligation is de- 
ductible in computing the income of the 
payer under Part I from a business carried 
on by the payer in such a country, or that, 
but for subsection 18(2) or section 21, 


1675 


S. 212(1)(b)(vii)(D) 


would have been so deductible, or 


(F) any obligation entered into by the 
payer after December 20, 1960, on assum- 
ing an obligation referred to in clause (A) 
in consideration or partial consideration 
for the purchase by the payer of property 
of the vendor that constituted security for 
that obligation, if the payer on entering 
into the obligation undertook to pay the 
same amount of money on or before the 
~ same date and at the same rate of interest 
as the vendor of the property had under- 
taken in respect of the obligation under 
~ which the vendor was the obligor, 


(for the purpose of this subparagraph, interest 
expressed to be computed by reference to Ca- 
nadian currency shall be deemed to be paya- 
ble in Canadian currency), 


(iv) interest payable on any bond, debenture 
or similar obligation to a person with whom 
the payer is dealing at arm’s length and to 
whom a. certificate of exemption that is in 
force on the day the amount is paid or credited 
was issued under subsection (14), 


(Vv). interest.payable to a person with whom the 
payer is dealing at arm’s length on any obliga- 
tion entered into in the course of carrying on a 
life insurance business in a country other than 
Canada, © 


(vi) [Repealed under former Act] 


(vii) interest payable by a corporation resident 
in Canada to a person with whom that corpo- 
ration is dealing at arm’s length on any obli- 
gation where the evidence of indebtedness 
was issued by that corporation after June 23, 
1975 if under the terms of the obligation or 
any agreement relating thereto the corporation 
may not under any circumstances be obliged 
to pay more than 25% of 


(A) where the obligation is one of a num- 
ber of obligations that comprise a single 
debt issue of obligations that are identical 
in respect of all rights (in equity or other- 
wise, either immediately or in the future 
and either absolutely or contingently) at- 
taching thereto, except as regards the prin- 
cipal amount thereof, the total of the prin- 
cipal amount of those obligations, or 


(B) in any other case, the principal amount 
of the obligation, 


within 5 years from the date of issue of that 
single debt issue or that obligation, as the case 
may be, except 
(C) in the event of a failure or default 
under the said terms or agreement, 


(D) if the terms of the obligation or any 
agreement relating thereto become unlaw- 
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ful or are changed by virtue of legislation 
or by a court, statutory board or 
commission, 


(E) if the person exercises a right under the 

terms of the obligation or any agreement 

relating thereto to convert the obligation 

into, or exchange the obligation for, a pre- 

scribed security, or 

(F) in the event of the person’s death; 
(vili) interest payable on a mortgage or similar 
obligation secured by, or on an agreement for 
sale or similar obligation with respect to, real 
property situated outside Canada or an interest 
in any such real property except to the extent 
that the interest payable on the obligation is 
deductible in computing the income of the 
payer under Part I from a business carried on 
by the payer in Canada or from property other 
than real property situated outside Canada, 


(ix) interest payable in Canadian currency on 
account of an amount in Canadian currency 
deposited in a country other than Canada with 
a branch or office of a payer who 


(A) is, or is eligible to become, a member 
of the Canadian Payments Association, or 


(B) is a credit union that is a shareholder 
or member of a body corporate or organi- 
zation that is a central for the purposes of 
the Canadian Payments Association Act, 


to a person with whom the payer is dealing at 
arm’s length, 


(x) interest payable to a prescribed interna- 
tional organization or agency, 


(xi) interest payable on an amount deposited 
with a prescribed financial institution for the 
period during which the amount was an eligi- 
ble deposit (within the meaning assigned by 
subsection 33.1(1)) of the institution, and 


(xil) interest payable under a securities lend- 
ing arrangement by a lender under the ar- 
rangement that is a. financial institution pre- 
scribed for the purpose of clause (iii)(D), or a 
registered securities dealer resident in Canada, 
on money provided to the lender either as col- 
lateral or as consideration for the particular 
security lent or transferred under the arrange- 
ment where 


(A) the particular security is an obligation 
referred to in subparagraph (ii) or an obli- 
gation of the government of any country, 
province, state, municipality or other polit- 
ical subdivision, 


(B) the amount of money so provided at 
any time during the term of the arrange- 
ment does not exceed 110% of the fair 
market value at that time of the particular 
security, and 
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(C) the arrangement was neither intended, 
nor made as a part of a series of securities 
lending arrangements, loans or other trans- 
actions that was intended, to be in effect 
for more than 270 days, 


and for the purpose of this paragraph, where in- 
terest is payable on an obligation, other than a 
prescribed obligation, and all or any portion of 
the interest is contingent or dependent on the use 
of or production from property in Canada or is 
computed by reference to revenue, profit, cash 
flow, commodity price or any other similar crite- 
rion or by reference to dividends paid or payable 
to shareholders of any class of shares of the capi- 
tal stock of a corporation, the interest shall be 
deemed not to be interest described in subpara- 
graphs (ii) to (vii) and (ix); 
Related Provisions: 204 — Qualified investment defined: 
212(3) — Replacement obligations issued by corporations in finan- 
cial difficulty; 212(6)-(8) — Reduced tax on interest on pre-1961 
provincial bonds; 212(9)(c) — Exemption for interest received by 
mutual fund trust and paid to non-resident; 212(15) — CD-insured 
obligations deemed not to be guaranteed by Government of Canada; 
212(18) — Return by financial institutions; 212(19) — Tax on deal- 
ers re excess amount exempted under securities lending arrange- 
ment; 214(2)— Income and capital combined; 214(3)(e) — 
Deemed payments; 214(4) — Securities; 214(6) — Deemed inter- 


est; 214(7), (7:1) — Sale of obligation; 214(11) — Application to 


payments deemed made by NRO; 214(15) — Deemed interest; 
218 — Loan to wholly-owned subsidiary; 240(2) — Interest coupon 
to be identified; 248(10) — Series of transactions; 248(12) — Iden- 
tical properties; 260(8) — Securities lending arrangement — 
deemed payment of interest; Canada-U.S. tax treaty, Art. XI — 
Taxation of interest. See additional Related provisions at beginning 
of 212(1). 


History: The opening words of subpara. 212(1)(b)(xii) amended by 
1995, c. 21, subsec. 73(1), applicable to securities lending arrange- 
ments entered into after May 28, 1993. The opening words formerly 
read: 


(xii) interest payable under a securities lending arrangement 
by a lender under the arrangement that is a financial institu- 
tion prescribed for the purpose of clause (iii)(D), or a person 
resident in Canada who is registered or licensed under the 
laws of a province to trade in securities, on money provided 
to the lender either as collateral or as consideration for the 
particular security lent or transferred under the arrangement 
where 


Subpara. 212(1)(b)(xii) added by 1994, c. 21, subsec. 97(1), appli- 
cable to securities lending arrangements entered into after May 28, 
1993. 


Subpara. 212(1)(b)(iv) amended, and cl. (vii)(F) added, by 1994, c. 
7, Sch. VHT (1993, c. 24), subsecs. 123(1) and (2), applicable (by 
subsec. 123(5) as amended by 1994, c. 21, s. 137) to amounts paid 
or credited after 1991 except that in its application to amounts paid 
or credited to a person in respect of obligations acquired before 
1992 by the person or by a person related to the person, subpara. 
(b)(iv) applies with respect to amounts paid or credited after 1994. 
That subpara. formerly read: 


(iv) interest payable on any bond, debenture or similar obliga- 
tion issued after June 13, 1963 to a person to whom a certifi- 
cate of exemption that is in force on the day the amount is 
paid or credited has been issued under ‘subsection (14), 


Cl. 212(1)(b)(vii)(C) amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 174(1), applicable to amounts paid or credited after 1986. 
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That cl. formerly read: 


(C) in the event of a failure or default under the terms of the 
agreement relating to the obligation, 


Pre-RSC History: That portion of cl. 212(1)(b)(ii)(C) following 
subcl. (V) amended to substitute “issued after April 15, 1966”, for 
“issued after April 15, 1966 and before 1989”, subpara. 
212(1)(b)(vi) repealed, and that portion of subpara. 212(1)(b)(vii) 
preceding cl. (A) substituted by 1988, c. 55, subsecs. 161(1), (2), 
(3), applicable with respect to amounts paid or credited after Febru- 
ary 10, 1988. Subpara. 212(1)(b)(vi) ‘and that portion of 
212(1)(b)(vi1) preceding cl. (A) formerly read: 


(vi) interest payable on bonds, debentures, notes, mortgages, 
hypothecs or similar obligations referred to in’ subclauses 
(ii)(C)(1) to (V) issued after’ 1988, the interest on which is 
payable to a‘person who is resident in a prescribed country, 


(vil) interest payable by a corporation resident in Canada to a 
person with whom that corporation is dealing at arm’s length 
on any obligation where the.evidence of indebtedness was is- 
sued by that corporation after June 23, 1975 and before 1989 
if, under the terms of the obligation or any agreement relating 
thereto, the corporation may not, under any circumstances, be 
obliged to pay more than 25% of, 


Subpara. 212(1)(b)(xi) added by 1987, c. 46, subsec. 63(1), applica- 
ble with respect to interest payable in respect of taxation years com- 
mencing after December 17, 1987. 


Cl. 212(1)(b)Gii)(D) substituted by 1986, c. 55, subsec. 74(1), appli- 
cable with respect to interest paid or credited after December 19, 
1986, other than interest paid or credited on amounts deposited 
before 1988 with a bank to which the Bank Act applies. Cl. 
212(1)(b)Gi1)(D) ‘formerly read: 


(D) any debt owing by a bank to which the Bank Act applies, 
as or on account of an amount deposited with that bank that is 
not. repayable in Canadian currency, 


Cl. 212(1)(b)(vii)(E) added by 1986, c..55, subsec. 74(2), applicable 
with respect to interest paid or credited after December 19, 1986. 


All that portion of para. 212(1)(b) following subpara. (x) substituted 
by 1986, c. 55, subsec. 74(3), applicable with respect to obligations 
issued or extended after February 25, 1986 otherwise than pursuant 
to an agreement in writing made on or before that date and, for the 
purposes of this subsection, where the terms and conditions relating 
to the computation of interest payable on an obligation are changed 
at any time pursuant to an agreement made after February 25, 1986, 
the obligation shall be deemed to have been issued after that date 
otherwise than pursuant to an agreement in writing made on or 
before that date. That portion formerly read: 


and for the: purpose of this paragraph, where interest is paya- 
ble on an obligation entered into after November 12, 1981 
(otherwise than pursuant to a commitment in writing made on 
or before that date) and all or any portion of the interest is 
contingent or dependent upon the use-of or production from 
property in Canada, the interest shall be deemed not to be in- 
terest described in subparagraphs (ii) to (vii) and (ix); 


All that portion of cl. 212(1)(b)(ii)(C) following subcl. (V), subpara. 
212(1)(b)(vi), and all that portion of subpara. 212(1)(b)(vii) preced- 
ing cl. (A) amended by 1986, c: 6, subsecs. 116(1) to (3), to substi- 
tute “1988” for “1985” and “1989” for “1986”, applicable after May 
23,1985. 


Subpara. 212(1)(b)(x) added by 1986, c. 6, subsec. 116(4),. applica- 
ble with respect to interest paid or credited after May 23, 1985. 


All that portion of cl. 212(1)(b)(ii)(C) following subcl. (V), subpara. 
212(1)(b)(vi), all that portion of subpara. 212(1)(b)(vii) preceding 
cl. (A) substituted, subpara. 212(1)(b)(ix) added by 1980-81-82-83, 
c. 140, subsecs. 118(1)-(4), applicable, as to the provisions substi- 
tuted, after June 28, 1982, and, as to subpara. 212(1)(b)(ix), with 
respect to interest paid or credited after November 12, 1981, to sub- 
stitute “1986” for “1983” in those parts substituted and “1985” for 


S. 212(1)(b) 


“1982” in subpara. 212(1)(b)(vi): 


All that portion of subpara. 212(1)(b)(vii) following cl. (B) substi- 
tuted by 1980-81-82-83, c. 48, s..98, applicable with respect to 
amounts paid or credited after 1977. That portion formerly read: 


within 5 years of the date of issue of that single debt issue or 
that obligation, as the case may be, except in the event of a 
failure or default under the said terms or agreement, and 


All that portion of subpara. 212(1)(b)(ii). following subclause 
(C)(V), subpara.. 212(1)(b)(vi), all that portion. of. subpara. 
212(1)(b)(vii). preceding. clause, (A) substituted, . subpara. 
212(1)(b)(viti) added by 1977-78, c. 1, subsecs. 92(1)-(4), applica- 
ble, as to the provisions substituted, after March 31, 1977,. and, as to 
subpara. 212(1)(b)(viii), to interest paid or credited. after. 1976, to 
substitute “1983” for “1979” in those portions of subparas. 
212(1)(b)Gi), (vii) substituted, and “1982” for “1978” in subpara. 
212(1)(b)(vi). 


Cl. 212(1)(b)Gii)(E), subpara, 212(1)(b)(vii). substituted by 1976-77, 
c. 4, subsecs. 71(1), (2), applicable, as to cl. 212(1)(b)(ii1)(E), in 
respect of amounts paid or credited after May 6, 1974,'and, as to 
subpara. 212(1)(b)(vii), in respect of obligations issued after June 
23, 1975. Cl. 212(1)(b)(iii)(E), subpara. 212(1)(b)(vii) formerly 
read: 


(E) any obligation entered into in the course of carrying on a 
business in a country other than Canada, to the extent that the 
interest payable on the obligation is deductible in computing 
the income of the payer under. Part I.from.a business. carried 
on by him in any such country, or 


(vil) interest payable by. a corporation resident in Canada to a 
person with whom that corporation is dealing at arm’s length 
on any obligation where the evidence of indebtedness was is- 
sued by that corporation after June 23, 1975 and before 1979 
if, under the terms of the obligation or any agreement relating 
thereto, the corporation may not, under any circumstances, be 
obliged to pay more than 25% of the principal amount thereof 
within 5 years of the date of its issue except in the event of a 
failure or default under the said terms or agreement. 


Subpara. 212(1)(b)(vii) added by 1974-75-76, c. 71, s. 11, applica- 
ble in respect of any obligation issued after June 23, 1975. 


All that portion of cl. 212(1)(b)Gi)(C) following subcl. (V) substi- 
tuted, subparas..212(1)(b)(v), (vi) added by 1974-75-76, c. 26, sub- 
secs. 118(01), (1), applicable, as to subparas. 212(1)(b)(v), (vi), af- 
ter 1971. 


Selected Cases [para. 212(1)(b)]: Wenger’s Ltd. v. MNR, 
[1992] 2 C.T.C. 2479 (TCC) (Late payment “surcharge” on sale 
price of goods was “‘interest”); Pullman v. The Queen, [1983] 
C.T.C..52 (FCTD) (Interest on loans funded by non-resident but 
made by resident broker subject to tax); The Queen v. Melford De- 
velopments Inc., [1982] C.T.C. 330 (SCC) (Payments for bank guar- 
antee under Canada-Germany Income Tax Agreement not payments 
of interest subject to tax); Cutlers Guild Ltd. v. The Queen, [1981] 
C.T.C. 115 (FCTD) (Interest payments made to non-resident lender 
subject to tax even when taxpayer carrying on business in Canada); 
Associates Corporation of North America vy. The Queen, [1980] 
C.T.C. 215 (FCA) (Guarantee fees not considered interest); The 
Queen v. Immobiliaire Canada 'Ltd., [1977] C.T.C: 481 (FETD) 
(Payment to transferor does not represent payment of interest upon 
purchase of obligation with accrued interest owing); Rodmon Con- 


| struction Inc. v. The Queen, [1975] C.T.C. 73 (FCTD) (Taxpayer 


not liable for tax on payments made to vendor where payments did 
not include interest); Swiss Bank Corp. v. MNR, [1972] C.T.C. 614 
(SCC) (Exemption from withholding tax on interest paid in foreign 
currency disallowed upon failure to meet arm’s length requirement 
of provision). 


Regulations: 202(1)(b) (information return); 806, 806.1 (pre- 
scribed international organization or agency); 806.2 (prescribed ob- 
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ligation); 1600 (prescribed countries for ITAR 10(4)); 6208 (pre- 
scribed security); 7900 (prescribed financial institutions). 


Remission Orders: Churchill Falls (Labrador) Corporation 
Withholding Tax Remission Order, P.C. 1968-832 (no withholding 
on interest on first mortgage bonds sold in the U.S. by Churchill 
Falls (Labrador) Corp.). 


I.T. Application Rules: 10(5) (certificate of exemption in force 
since 1971). 


Interpretation Bulletins: IT-155R3: Exemption from non-resi- 
dent tax or interest payable on certain bonds, debentures, notes, hy- 
pothecs or similar obligations; IT-265R3: Payments of income and 
capital combined; IT-320R2: RRSP — qualified investments; IT- 
360R2: Interest payable in a foreign currency; IT-361R3: Exemp- 
tion from Part XIII tax on interest payments to non-residents; IT- 
430R3: Life insurance proceeds received by a provate corporation 
or a partnership as a consequence. See also list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 


I.T. Technical News: No. 9 (exemption from withholding tax 
under 212(1)(b)(vii)(C)). 


Advance Tax Rulings: ATR-49: Long-term foreign debt; ATR- 
69: Withholding tax on interest paid to non-resident persons;. 


Forms: See at beginning of subsec. 212(1). 


(c) estate or trust income — income of or 
from an estate or a trust to the extent that the 
amount 


(i) would, if the non-resident person were a 
person resident in Canada to whom Part I ap- 
plied, be included in computing the income of 
the non-resident person under. subsection 
104(13), except to the extent that the amount 
is deemed by subsection 104(21) to be a taxa- 
ble capital gain of the non-resident person, or 


(ii) can reasonably be considered (having re- 
gard to all the circumstances including the 
terms and conditions of the estate or trust ar- 
rangement) to be a distribution of, or derived 
from, an amount received by the estate or trust 
as, on account of, in lieu of payment of or in 
satisfaction of, a dividend on a share of the 
capital stock of a corporation resident in Can- 
ada, other than a taxable dividend; 


Related Provisions: 104(11) — Dividend received from NRO; 
212(2)(b) — Withholding tax on capital dividends; 212(9) — Ex- 
emptions; 212(10) — Trust established before 1949; 212(11) — 
Payment to a.beneficiary as income of trust; 212(13) — Non-resi- 
dent payor deemed resident in Canada; 212(17) — No withholding 
tax on payments from employee benefit plan or employee trust; 
214(3)(f), (f.1) — Deemed payments; Canada-U.S. tax treaty, Art. 
XXII:2 — Estate or trust income. See additional Related provisions 
at beginning of subsec. 212(1). 


History: Para. 212(1)(c) substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 174(2), applicable to amounts paid or credited (or 
deemed under the Act to have been paid or credited) by an estate or 


Income Tax Act 


a trust after July 13, 1990. Para. 212(1)(c) formerly read: 


(c) estate or trust income — income of or from an estate or 
trust to the extent that the amount would, if the non-resident 
person were a person resident in Canada to whom Part I was 
applicable, be included in computing the income of the non- 
resident person by reason of subsection 104(13), except to the 
extent that the amount is deemed by subsection 104(21) to be 
a taxable capital gain of the non-resident person; 


Pre-RSC History: Para. 212(1)(c) substituted by 1988, c. 55, 
subsec. 161(4), applicable to distributions by a trust in its 1988 and 
subsequent taxation years. Para. 212(1)(c) formerly read: 


(c) estate or trust income — income of or from an estate or 
trust, except to the extent that such income is deemed by sub- 
section 104(21) to be a taxable capital gain of a non-resident 
person from the disposition of capital property; 


Para. 212(1)(c) substituted by 1976-77, c. 4, subsec. 71(3), applica- 
ble to 1976 et seg. Para. 212(1)(c) formerly read: 
(c) income of or from an estate or trust: 


Para. 212(1)(c) substituted by 1974-75-76, subsec. 118(2), applica- 
ble in respect of amounts paid or credited after November 18, 1974. 
Para 212(1)(c) formerly read: 


(c) income of or from an estate or trust, except to the extent 
that such income is deemed by subsection 104(21) to be a 
taxable capital gain of a non-resident person from the disposi- 
tion of capital property; 
Regulations: 202(1)(c) (information return). 
Interpretation Bulletins: IT-342R: Trusts — income payable to 
beneficiaries; IT-465R: Non-resident beneficiaries. of ‘trusts; IT- 
500R: RRSPs — death of an annuitant. See also list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(d) rents, royalties, etc. — rent, royalty or 
similar payment, including, but not so as to re- 
strict the generality of the foregoing, any pay- 
ment 


(i) for the use of or for the right to use in Can- 
ada any property, invention, trade-name, pat- 
ent, trade-mark, design or model, plan, secret 
formula, process or other thing whatever, 


(ii) for information concerning industrial, 
commercial or scientific experience where the 
total amount payable as consideration for that 
information is dependent in whole or in part 
on 


(A) the use to be made of, or the benefit to 
be derived from, that information, 


(B) production or sales of goods or ‘ser- 

vices, or 

(C) profits, 
(iii) for services of an industrial, commercial 
or scientific character performed by a non-res- 
ident person where the total amount payable 
as consideration for those services is depen- 
dent in whole or in part on 

(A) the use to be made of, or the benefit to 

be derived from, those services, 

(B) production or sales of goods ‘or ser- 

vices, or 


(C) profits, 
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but not including a payment made for services 


performed in connection with the sale of prop- 


erty or the negotiation of a contract, 


(iv) made pursuant to an agreement between a 
person resident in Canada and a non-resident 
person under which the non-resident person 
agrees not to use or not to permit any other 
person to use any thing referred to in subpara- 
graph (i) or any information referred to in sub- 
paragraph (ii), or 

(v) that was dependent on the use of or pro- 
duction from property in Canada whether or 
not it was an instalment on the sale price of 
the property, but not including an instalment 
on the sale price of agricultural land, 


but not including 


(vi) a royalty or similar payment on or in re- 
spect of a copyright in respect of the produc- 
tion or reproduction of any literary, dramatic, 
musical or artistic work, 


(vii) a payment in respect of the use by a rail- 
way company or by a person whose principal 
business is that of a common carrier of prop- 
erty that is railway rolling stock as defined in 
the definition “rolling stock” in section 2 of 
the Railway Act 


(A) if the payment is made for the use of 
that property for a period or periods not 
expected to exceed in the aggregate 90 
days in any 12 month period, or 


(B) in any other case, if the payment is 
made pursuant to an agreement in writing 
entered into before November 19, 1974; 


(viii) a payment made under a bona fide cost- 
sharing arrangement under which the person 
making the payment shares on a reasonable 
basis with one or more non-resident persons 
research and development expenses in ex- 
change for an interest in any or all property or 
other things of value that may result 
therefrom, 


(ix) a rental payment for the use of or the right 
to use outside Canada any corporeal property, 


(x) any payment made to a person with whom 
the payer is dealing at arm’s length, to the ex- 
tent that the amount thereof is deductible in 
computing the income of the payer under Part 
I from a business carried on by the payer in a 
country other than Canada, or 


(xi) a payment made to a person with whom 
the payer is dealing at arm’s length for the use 
of or the right to use property that is 


(A) an aircraft, 


(B) furniture, fittings or equipment at- 
tached to an aircraft, or 


(C) a spare part for property described in 


S. 212(1)(d) 


clause (A) or (B); 


Related Provisions: 212(5)— Motion picture films; 
212(9)(b) — Exemption for royalty payment received by trust and 
paid to non-resident; 216 — Alternative re rents and timber royal- 
ties; Canada-U.S. tax treaty, Art. VI— Income from real property; 
Art. XII — Royalties. See additional Related provisions at begin- 
ning of subsec. 212(1). 


History: Subpara. 212(1)(d)(xi) added by 1994, c..7, Sch. VI 
(1992, c. 29), s. 10, applicable to payments made after December 6, 
1991 under agreements entered into after 1990. 


Pre-RSC History: All that portion of para. 212(1)(4) preceding 
subpara. (i) substituted by 1986, c. 2, s. 26, applicable to 1986 et 
seq. That portion formerly read: 


(d) rent, royalty or a similar payment (other than an incre- 
mental resource royalty or an incremental production royalty 
within the meaning of subsection 79(1) of the Petroleum and 
Gas Revenue Tax Act) including, but not so as to restrict the 
generality of the foregoing, any payment 


All that portion of para. 212(1)(d) preceding subpara. (i) substituted 
by 1980-81-82-83, c. 104, s. 33, that portion formerly read: 


(d) rent, royalty or a similar payment, including, but not so as 
to restrict the generality of the foregoing, any payment 


All that portion of subpara. 212(1)(d)(vii) preceding cl. (A) substi- 
tuted by 1977-78, c. 32, subsec. 48(1), applicable in respect of 
amounts paid or credited after May 15, 1978. That portion formerly 
read: 


(vil) a payment in respect of the use by a railway company of 
a property that is railway rolling stock as defined in the defi- 
nition “rolling stock” in section 2 of the Railway Act 


Subpara. 212(1)(d)(vi) substituted by 1977-78, c. 1, subsec. 92(5), 
applicable with respect to amounts paid or credited after March 31, 
1977. Subpara. (vi) formerly read: 


(vi) a royalty or similar payment on or in respect of a 
copyright, . 


Subpara. 212(1)(d)(vii) substituted by 1974-75-76, c. 26, subsec. 
118(3); applicable in respect of amounts paid or credited after No- 
vember 18, 1974. Subpara. (vii) formerly read: 


(vii) a payment in respect of the use by a railway company of 
railway rolling stock as defined in the definition “rolling 
stock” in section 2 of the Railway Act, 


Selected Cases [para. 212(1)(d)]: Entre Computer Centers Inc. 
v. Canada, [1997] 1 C.T.C. 2291 (TCC) (Commercial reality more 
important than nomenclature used to describe arrangements); 
Crown Forest Industries Ltd. v. Canada, [1992] 2 C.T.C. 1 (FCTD) 
(Corporation liable to, but exempt from, US tax was resident in US 
under treaty by virtue of place of management and business); Jarlan 
v. The Queen, [1984] C.T.C. 375 (FCTD) (Awards for invention 
paid to non-resident considered income from employment, not roy- 
alties); The Queen v. Saint John Shipbuilding and Dry Dock Co. 
Ltd., [1980] C.T.C. 352 (FCA) (Payments for privilege of using 
property indefinitely to non-resident corporation not subject to tax 
when not rentals or royalties); The Queen v. Farmparts Distributing 
Ltd., [1980] C.T.C. 205 (FCA) (Although payments for use of trade 
names and logos considered taxable, payment for right to buy and 
resell machine not subject to tax); MNR v. Burland (C.I.) Properties 
Ltd., 68 DTC 5220 (SCC) (Property tax payments paid for benefit 
of non-resident landowner subject to tax). 


Regulations: 202(1)(d) (information return). 


Interpretation Bulletins: IT-303: Know-how and similar pay- 
ments to non-residents; IT-393R2: Elections re tax on rents and tim- 
ber royalties — non-residents; IT-438R2: Crown charges — re- 
source properties in Canada; IT-494: Hire of ships and aircraft from 
non-residents. See also list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 
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Forms: See at beginning of subsec. 212(1). 


(e) timber royalties — a timber royalty in re- 
spect of a timber resource property or a timber 
limit in Canada (which, for the purposes of this 
Part, includes any consideration for a right under 
or pursuant to which a right to cut or take timber 
from a timber resource property or a timber limit 
in Canada is obtained or derived, to the extent 
that the consideration is dependent on, or com- 
puted by reference to, the amount of timber cut or 
taken); 


Related Provisions: 13(21) — Timber resource property defined; 
212(13) — Non-resident payor deemed resident in Canada; 216 — 
Alternative re rents and timber royalties. See additional Related pro- 
visions at beginning of subsec. 212(1). 


Pre-RSC History: Para. 212(1)(e) substituted by 1974-75-76, c. 
26, subsec. 118(5), applicable in respect of amounts paid or credited 
after November 18, 1974. Para. 212(1)(e) formerly read: 


(e) a timber royalty in respect of a timber limit in Canada 
(which, for the purposes of the Part, includes any considera- 
tion for a right under or pursuant to which a right to cut or 
take timber from a timber limit in Canada is obtained or de- 
tived, to the extent that such consideration is dependent upon, 
or computed by reference to, the amount of timber cut or 
‘taken); 


Para. 212(1)(e) substituted by 1973-74, c. 30, subsec. 25(1), appli- 
cable with respect to amounts paid or credited after February 19, 
1973. Para. 212(1)(e) formerly read: 


(e) a timber royalty (which, for the purposes of this Part, in- 
cludes any consideration for a right’ under or pursuant to 
which a right to cut or take timber from a timber limit in Can- 
ada is obtained or derived, to the extent that such considera- 
tion is dependent upon, or computed by reference to, the 
amount of timber cut or taken); 


Regulations: 202(1)(e) (information return). 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents. See also list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 
(f) [Repealed] 


Related Provisions: 215(5)— Regulations reducing amount to 
be deducted or withheld; 217 — Election respecting certain pay- 
ments, See additional Related provisions at. beginning of subsec. 
212(1); Canada-U.S. Tax Convention Art. XVIII:6(a) — No with- 
holding tax on payments to U.S. resident. 


History: Para. 212(1)(f) repealed by 1997, c. 25, s. 63, applicable 
to amounts paid and credited after April 1997. Para. (f) formerly 
read: 


(f) alimony [or support] — alimony or other payment for the 
support. of the non-resident person, children of the non-resi- 
dent person or both the non-resident person and children of 
the non-resident person that would, under paragraph 56(1)(b), 
(c) or (c.1), be included in computing the non-resident per- 
son’s income if the non-resident. person were resident in 
Canada; 


Pre-RSC History: Para. 212(1)(f) substituted by 1984, c. 1, sub- 
sec. 98(1). Para. (f) formerly read: 


(f) alimony or other payment for the support of a spouse or 
former spouse, children of the marriage, or both the spouse 
and children of the marriage; 


Regulations: 202(1)(f) (information return). 
Interpretation Bulletins: IT-118R3: Alimony and maintenance. 


Income Tax Act 


See also list, at end of s. 212. 
Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1): 


(g) patronage dividend — a patronage divi- 
dend, that is, a payment made pursuant to an allo- 
cation in proportion to patronage as defined by 
section 135 or an amount that would, under sub- 
section 135(7), be included in computing the non- 
resident person’s income if that person were resi- 
dent in Canada; ) 

Related Provisions: See Related provisions at beginning of sub- 

sec. 212(1). 

Regulations: 202(1)(g) (information return). 


Interpretation Bulletins: IT-362R: Patronage dividends. See also 
list at end of s;,212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(h) pension benefits — a payment of a super- 
annuation or pension benefit, other than 
(i) [Repealed] 
(11) [Repealed] 
(iii) an amount or payment referred to in sub- 
section 81(1) to the extent that that amount or 
payment would not, if the non-resident person 
had been resident in Canada throughout the 
taxation year in which the payment was made, 
be included: in computing that person’s 
income, 


(iii.1) the portion of the payment that is trans- 
ferred by the payer on behalf of the non-resi- 
dent person, pursuant to an authorization in 
prescribed form, to a registered pension plan, 
registered retirement savings plan or regis- 
tered retirement. income fund and that 


(A) because of subsection 146(21) or 
147.3(9) would not, if the non-resident 
person had been resident in Canada 
throughout the taxation year in which the 
payment was made, be included in com- 
puting. the non-resident person’s income, 
or 

(B) by reason of paragraph 60(j) or (j.2) 
_ would, if the non-resident person had been 
resident in Canada throughout the year, be 
deductible in computing the non-resident 
person’s income for the year, | 


(i11.2).an amount referred to in paragraph 
110(1)(f) to the extent that the amount would, 
if the non-resident person had been resident in 
Canada throughout the taxation year in which 
the amount was paid, be deductible in com- 
puting that person’s taxable income or that of 
the spouse of that person, 


(iv) in the case of a payment described in sec- 
tion 57, that portion of the’ payment that 
would, by virtue of that section; not be in- 
cluded in the recipient’s income for the taxa- 
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tion year in which it was received, if the recip- 
ient were resident in Canada throughout that 
year, or 


(iv.1) the portion of the payment that'is trans- 
ferred by the payer, on behalf of the non-resi- 
dent person, pursuant. to an authorization in 
prescribed. form, to acquire an annuity con- 
tract in circumstances to which subsection 
146(21) applies, 


except such portion, if any, of the payment as 


may reasonably be regarded as attributable to ser- 
vices rendered by the person, to or in respect of 
whom the payment is made, in taxation years 


(v) during which the person at no time was 
resident in Canada, and 


(vi) throughout which the person was not em- 
ployed, or was only occasionally employed, in 
Canada; 


Related Provisions: 128.1(4)(b)(iii) —No deemed disposition 
on emigration; 180.2(2)B — Reduction in OAS clawback to'reflect 
non-resident withholding tax; 180.2(4)(b)(ii), 180.2(5)(a)(ii) — No 
OAS benefits paid to non-resident who has. not filed return; 
215(5) — Regulations reducing amount to be deducted or withheld; 
217 — Election to pay tax under Part I instead of withholding tax; 
252(4)(a) — Extended meaning of. “spouse”; Canada-U.S. tax 
treaty, Art. XVIII — Pensions and annuities. See additional Related 
provisions at beginning of subsec. 212(1). 


History: Subparas. 212(1)(h)@) and (ii) repealed by 1996, c. 21, s. 
55, applicable to payments made after 1995; Subparas. (h)(i) and (ii) 
formerly read: 


(i) a pension or supplement under the Old Age Security Act or 
a similar payment under a law of a province, 


(ii) a benefit under the Canada Pension Plan or a provincial 
pension plan as.defined in section 3 of that Act, 


Cl. 212(1)(h) (ii. 1)(A) substituted by 1994, c. 21, subsec. 97(2), ap- 
plicable to payments made after August 1992. That cl. formerly 
read: 


(A) by reason of subsection 147.3(9) would not, if the non- 
resident person had been resident in Canada throughout the 
taxation year in which the payment was made, be included in 
computing the non-resident person’s income, or 


Subpara. 212(1)(h)(iv.1) added by 1994, c. 21, subsec. 97(3), appli- 
cable to payments made after August 1992. 


That portion of subpara. 212(1)(h)(iii.1) preceding cl. (A) amended 
by 1994, c.7, Sch. VII (1993, c. 24), subsec. 123(3), applicable to 
payments made after August 29, 1990. Subpara. (iii.1) formerly 
read: 


(iii.1) that portion of the payment that is transferred by the 
payer on behalf of the non-resident person, pursuant to an au- 
thorization in prescribed form, to a registered pension plan or 
registered retirement savings plan and that 


Pre-RSC History: Subpara. 212(1)(h)(ii.1) substituted by 1990, c. 
35, subsec. 23(1), applicable with respect to payments made after 
June 27, 1990. Subpara. (iti.1) formerly read: 


(iii.1) the portion thereof that is transferred by the payer on 
behalf of the non-resident person pursuant to an authorization 
in prescribed form to a registered pension plan or to a regis- 
tered retirement savings plan under which the non-resident 
person is the annuitant (within the meaning assigned by sec- 
tion 146), 


Subpara. 212(1)(h)(iii.1) amended by 1990, c:.35, s. 29, to substitute 
“registered pension plan” for “registered pension fund or plan’, ap- 


S. 212(1)() 


plicable after 1985. 


Subpara. 212(1)(h)(vi) amended to Labeler Shmicheehoue! for “dur- 
ing” by 1985, c. 45, subsec. 110(1), applicable with respect to pay- 
ments made after 1983. 


Subparas. 212(1)(h)(iii.1), (ii.2) added by 1980-81-82-83, c.. 140, 
subsec. 118(5), applicable with respect to payments made after 
1980, except that in its application to payments made before the day 
that is 60 days after March 30, 1983, subpara. 212(1)(h)(iii.1) shall 
be read without reference to the expression “pursuant to an authori- 
zation in prescribed form”. 


All that portion of para. 212(1)(h) following subpara. (iv) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 98(2), applicable with re- 
spect to payments made after 1979. That portion formerly read: 


except such portion, if any, of the payment as may reasonably 
be regarded as attributable to services rendered by the person, 
to or in respect of whom the payment is made, in taxation 
years at no time during which he was resident or employed in 
Canada; 


Selected Cases [para. 212(1)(h)]: The Queen v. Sun Life Assur- 
ance of Canada, {1980} C.T.C. 418 (FCA) (Employee pension plan 
amounts transferred to trustee of U.S. subsidiary’s plan in respect of 
relocated employees taxable); The Queen v. Cruikshank, [1977] 
C.T.C. 344 (FCTD) (“Pension” in Canada-France Tax Convention 
includes “superannuation or pension benefit” under: Income Tax 
Act). 


Regulations: 202(2)(a) (information return). 


Interpretation Bulletins: IT-76R2: Exempt portion of pension 
when employee has been a non-resident; IT-163R2: Election by 
non-resident individuals on certain Canadian source income; IT- 
397R: Amounts excluded from income — statutory exemptions and 
certain pensions, allowances and compensations; IT-451R: Deemed 
disposition and acquisition on ceasing to be or becoming resident in 
Canada. See also list at end of-s. 212. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to pn an annuity. See also at 
beginning of 212(1). 


Forms: NRTA1: Authorization for non-resident tax exemption. 
See also at beginning of subsec. 212(1). 


(i) [Repealed under former Act] 


Pre-RSC History: Para. 212(1)(i) repealed by 1976-77, c. 4, sub- 
sec. 71(4), applicable in respect of all payments made after 1974. 
Para. 212(1)G) formerly read: 


(i) Canada Pension Plan benefits — a payment of a bene- 
fit under the Canada Pension Plan or a provincial pension 
plan as defined in section 3 of that Act, except to the extent of 
the lesser of 


(i) the amount of the payment, and 


(ii) the amount, if any, by which $1,290 exceeds the ag- 
gregate of all such payments made to the non-resident 
person 


(A) in the year in which the payment was made, and 


(B) before the payment was made; 


(j) benefits — any benefit described in any of 
subparagraphs 56(1)(a)(iii) to (vi), any amount 
described in paragraph 56(1)(x) or (z) or the 
purchase price of an interest in a retirement com- 
pensation arrangement; 
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Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on emigration; 214(3)(b.1) — Deemed payments; 215(5) — Regu- 
lations reducing amount to be deducted or withheld; 217 — Elec- 
tion to pay tax under Part I instead of withholding tax. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


Pre-RSC History: Para. 212(1)(j) substituted by 1987, c. 46, sub- 
sec. 63(2), applicable with respect to amounts paid or credited after 
March 27, 1987. Para. 212(1)(j) formerly read: 
(j) benefits — a payment of any benefit described in any of 
subparagraphs 56(1)(a)(iii) to (vi); 
Para. 212(1)() substituted by 1980-81-82-83, c. 140, subsec. 118(6) 
applicable with respect to amounts paid in respect of any termina- 
tion of an office or employment after November 12, 1981, and, with 
respect to amounts received in respect of any termination of an of- 
fice or employment before November 13, 1981, the reference 
therein to “benefit” shall be deemed to include a termination pay- 
ment in respect of such a termination. Para. 212(1)(j) formerly read: 


(j) retiring allowances, etc. — a payment of any allowance 
or benefit described in any of subparagraphs 56(1)(a)(ii) to 
(viii); : 
Para. 212(1)G) substituted by 1979, c. 5, subsec. 61(1), applicable in 
respect of amounts paid or credited after February 28, 1979, to sub- 
Stitute “(viii)” for “(vii)”. 
Para. 212(1)(j) substituted by 1976-77, c. 4, subsec. 71(5), applica- 
ble in respect of amounts paid or credited after May 25, 1976, to 
substitute “(vii)” for “(vi)”. 
Regulations: 202(2)(b) (information return). 
Interpretation Bulletins: IT-163R2: Election by non-resident in- 
dividuals on certain Canadian source income; IT-451R: Deemed 
disposition and acquisition on ceasing to be or becoming resident in 
Canada. See also list at end of-s. 212. 
Information Circulars: See at beginning of subsec. 212(1). 


Forms: See at beginning of subsec. 212(1). 


G.1) retiring allowances — a payment of any 
allowance described in subparagraph 56(1)(a)(ii), 
except 


(i) such portion, if any, of the payment as may 
reasonably be regarded as attributable to ser- 
vices rendered by the person, to or in respect 
of whom the payment is made, in taxation 
years 


(A) during which the person at no time 
was resident in Canada, and 


(B) throughout which the person was not 


Income Tax Act 


employed, or was only occasionally em- 
ployed, in Canada, and 


(ii) the portion of the payment transferred by 
the payer on behalf of the non-resident person 
pursuant to an authorization in prescribed 
form to a registered pension plan or to a regis- 
tered retirement savings plan under which the 
non-resident person is the annuitant (within 
the meaning assigned by subsection 146(1)) 
that would, if the non-resident person had 
been resident in Canada throughout the year, 
be deductible in computing the income of the 
non-resident person by virtue of paragraph 
60(j.1); 

Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 

on emigration; 215(5) — Regulations reducing deduction or with- 

holding; 217 — Election to pay tax under Part I instead of withhold- 


ing tax. See additional Related provisions at beginning of subsec. 
ZP2UL). 


Pre-RSC History: Para. 212(1)G.1) substituted by 1985, c. 45, 
subsec. 110(2), applicable with respect to payments made after 
1983. Para. 212(1)G.1) formerly read: 


(j.1) retiring allowances — a payment of any allowance de- 
scribed in subparagraph 56(1)(a)(ii) except the portion thereof 
transferred by the payer on behalf of the non-resident person 
pursuant to an authorization in prescribed form to a registered 
pension fund or plan or to a registered retirement savings plan 
under which the non-resident person is the annuitant (within 
the meaning assigned by section 146) that would, if the non- 
resident person had been resident in Canada throughout the 
year, be deductible in computing his income by virtue of par- 
agraph 60(j.1); 


Para. 212(j.1) added by 1980-81-82-83, c. 140, subsec. 118(6), ap- 
plicable with respect to payments made after 1980, except that 


(a) in its application to payments made before 1982, the refer- 
ence to “paragraph 60(.1)” shall be read as a reference to “par- 
agraph 60(j) or Gj.1)”; and 


(b) in its application to payments made before the day that is 60 
days after March 30, 1983, it shall be read without reference to 
the expression “pursuant to an authorization in prescribed 


” 


form”. 
Regulations: 202(2)(b) (information return). 


Interpretation Bulletins: IT-163R2: Election by non-resident in- 
dividuals on certain Canadian source income; IT-337R2: Retiring 
allowances; IT-451R: Deemed disposition and acquisition on ceas- 
ing to be or becoming resident in Canada. See also list at end of s. 
212. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. See also at 
beginning of subsec. 212(1). 


Forms: NRTAI: Authorization for non-resident tax exemption. 
See also at beginning of subsec. 212(1). 


(k) supplementary unemployment benefit 
plan payments — a payment by a trustee under 
a registered supplementary unemployment bene- 
fit plan; 
Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on emigration; 212(13)(e) — Payment by non-resident deemed 
made by resident of Canada; 215(5) — Regulations reducing 
amount to be deducted or withheld; 217 — Election to pay tax 
under Part I instead of withholding tax. See additional Related pro- 
visions at beginning of 212(1). 
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Regulations: 202(2)(c) (information return). 
Interpretation Bulletins: IT-451R: Deemed disposition and ac- 


quisition on ceasing to be or becoming resident in Canada. See also 
list at end of s. 212. : 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(1) registered retirement savings plan pay- 
ments — a payment out of or under a registered 
retirement savings plan or a plan referred to in 
subsection 146(12) as an “amended plan” that 
would, if the non-resident person had been resi- 
dent’ in Canada throughout the taxation year in 
which the payment was made, be required by sec- 
tion 146 to be included in computing the income 
of the non-resident person for the year, other than 
the portion thereof that 


(i) has been transferred by the payer on behalf 
of the non-resident person pursuant to an au- 
thorization in prescribed form 


(A) to a registered retirement savings plan 
under which the non-resident person is the 
annuitant (within the meaning assigned by 
subsection 146(1)), 


(B) to acquire an annuity described in sub- 
paragraph 60(1)(ii) under which the non- 
resident person is the annuitant, or 


(C) to a carrier (within the meaning as- 
signed by subsection 146.3(1)) as consid- 
eration for a registered retirement income 
fund under which the non-resident person 
is the annuitant (within the meaning as- 
signed by subsection 146.3(1)), and 


(ii) would, if the non-resident person had been 
resident in Canada throughout the year, be de- 
ductible in computing the income of the non- 
resident person for the year by virtue of para- 
graph 60(1); 
Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on emigration; 146(16) — RRSP — deduction on transfer of funds; 
212(13)(e) — Payment by non-resident deemed made by resident of 
Canada; 214(3)(c) — Deemed payments; 215(5) — Regulations re- 
ducing amount to be deducted or withheld; 217 — Election to pay 
tax under Part I instead of withholding tax; Canada-U.S. tax treaty, 
Art. XXIX:5 — Election for income accruing in RRSP not to be 
taxed until paid out; Income Tax Conventions Interpretation Act 
5.1.— Definition of. ‘pension’ for tax, treaty purposes. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


Pre-RSC History: Cl. 212(1)(1)(i)(C) added by 1990,.c. 35, sub- 
sec. 23(2), applicable with respect to payments made after June 27, 
1990, 


Para. 212(1)(1) substituted by 1980-81-82-83, c. 140, subsec. 
118(7), applicable with respect to payments made after 1980, except 
that with respect to payments made before March 30, 1983 the para. 
shall be read without reference to the phrase “pursuant to an author- 
ization in prescribed form’. Para. 212(1)(1) formerly read: 


(1) a payment out of or under a registered retirement savings 
plan or a plan referred to in subsection 146(12) as an 
“amended plan” that would, if the non-resident person had 
been resident in Canada throughout the taxation year in which 
the payment was made, be required by section 146 to be in- 
cluded in computing his income for the year; 


S. 212(1)(m) 


Para. 212(1)(1) substituted by 1974-75-76, c. 26, subsec. 118(6), ap- 
plicable in respect of amounts paid or credited after November 18, 
1974. Para. 212(1)(1) formerly read: 


(1) a payment under a registered retirement savings plan or a 
plan-referred to in subsection 146(12) as an “amended plan” 
that would, if the non-resident person had been resident in 
€anada throughout the taxation year in which the payment 
was made, be’ required by section 146 to be included in com- 
puting his income for the year; 


Para. 212(1)(1) substituted by 1973-74, c. 30, subsec. 25(2), applica- 
ble with respect to amounts paid or credited after February 19, 
1973. Para. (1) formerly read: 


(1) a payment under a registered retirement savings plan that 
would, if the non-resident person had been resident in Canada 
throughout the taxation year in which the payment was made, 
be required by section 146 to be included in computing his 
income for the year; 


Regulations: 202(2)(d) (information return). 


Interpretation Bulletins: IT-163R2: Election by non-resident in- 
dividuals on certain Canadian source income; IT-451R: Deemed 
disposition and acquisition on ceasing to be or becoming resident in 
Canada; IT-500R: RRSPs — death of an annuitant. See also list at 
end of s.'212. 


Information Circulars: 72-22R9: Registered retirement savings 

plans; 79-8R3: Forms to use to directly transfer funds to or between 

plans, or to purchase’ an annuity. See also at beginning of subsec. 

2121.) 22 i 

Forms: NRTAI: Authorization for non-resident tax exemption. 

See also at beginning of subsec. 212(1). 
(m) deferred profit sharing plan pay- 
ments — a payment under a deferred profit 
sharing plan or a plan referred to in subsection 
147(15). as a “revoked plan” that would, if the 
non-resident person had been resident in Canada 
throughout the taxation year in which the pay- 
ment was made, be required by section 147, if it 
were read without reference to subsections 
147(10.1) and (20), to be included in computing 
the non-resident person’s income for the year, 
other than the portion thereof that is transferred 
by the payer on behalf of the non-resident person, 
pursuant to an authorization in prescribed form, 
to a registered pension plan or registered retire- 
ment savings plan and that 


(i) by reason of subsection 147(20) would not, 
if the non-resident person had been resident in 
Canada throughout the year, be included in 
computing the non-resident person’s income, 
or 
(ii) by reason of paragraph 60G.2) would, if 
the non-resident person had been resident in 
Canada throughout the year, be deductible in 
computing the non-resident person’s income 
for the year; 
Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on emigration; 212(13)(e) — Payment by non-resident deemed 
made by resident of Canada; 214(3)(d) — Deemed payments; 
215(5) — Regulations reducing amount to be deducted or withheld; 


217 — Election to pay tax under Part I instead of withholding tax. 
See additional Related provisions at beginning of subsec. 212(1). 


Pre-RSC History: Para. 212(1)(m) substituted by 1990, c. 35, 
subsec. 23(3), applicable with respect to payments made after 1988, 
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except that with respect to payments made before June 28, 1990 the 
reference in subpara. (m)(ii) to “paragraph 60(j.2)” shall be read as 
a reference to “paragraph 60(j)”. Para. 212(1)(m) formerly read: 


(m) deferred profit sharing plan payments — a payment 
under a deferred profit sharing plan or a plan referred to in 
subsection 147(15) as a “revoked plan” that would, if the 
non-resident person had been resident in Canada throughout 
the taxation year in which the payment was made, be required 
by section 147, if it were read without reference to subsection 
(10.1) thereof, to be included in computing his income for the 
year (excluding the portion thereof that has been transferred 
by the payer on behalf of the non-resident person pursuant to 
an authorization in prescribed form to a registered pension 
plan or to a registered retirement savings plan under which 
the non-resident person is the annuitant (within the meaning 
assigned by section 146) and that would, if the non-resident 
person had been resident in Canada throughout the year, be 
deductible in computing his income for the year by virtue of 
paragraph 60(j)); 
Para. 212(1)(m) substituted by 1980-81-82-83, c. 140, subsec. 
118(7), applicable with respect to payments made after 1980, except 
that, with respect to payments made before March 30, 1983, the 
para. shall be read without reference to the phrase “pursuant to an 
authorization in prescribed form”. Para. 212(1)(m) formerly read: 


(m) a payment under a deferred profit sharing plan ora plan 
referred to in subsection 147(15) as a “revoked plan’ that 
would, if the non-resident person had been resident in Canada 
throughout the taxation year in which the payment was made, 
be required by section 147, if it were read without reference 
to subsection (10.1) thereof, to be included in computing his 
income for the year; 


Para. 212(1)(m) substituted by 1973-74, c. 30, subsec. 25(2), appli- 
cable with respect to amounts paid or credited after February 19, 
1973. Para. 212(1)(m) formerly read: 


(m) a payment under a deferred profit sharing plan that 
would, if the non-resident person had been resident in Canada 
throughout the taxation year in which the payment was made, 
be required by section 147 to be included in computing his 
income for the year; 

Regulations: 202(2)(e) (information return). 


Interpretation Bulletins: IT-163R2: Election by non-resident in- 
dividuals on certain Canadian source income; IT-451R: Deemed 
disposition and acquisition on ceasing to be or becoming resident in 
Canada. See also list at end of s. 212. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. See also at 
beginning of subsec. 212(1). 


Forms: NRTAI: Authorization for non-resident tax exemption. 
See also at beginning of subsec. 212(1). 


(n) income-averaging annuity contract 
payments — a payment under an income-aver- 
aging annuity contract, any proceeds of the sur- 
render, cancellation, redemption, sale or other 
disposition of an income-averaging annuity con- 
tract, or any amount deemed by subsection 
61.1(1) to have been received by the non-resident 
person as proceeds of the disposition of an in- 
come-averaging annuity contract; 
Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on emigration; 212(13)(e) — Payment by non-resident deemed 
made by resident of Canada; 214(3)(b) — Deemed payments. See 
additional Related provisions at beginning of 212(1). 


Pre-RSC History: Para. 212(1)(n) substituted by 1976-77, c. 4, 
subsec. 76(6), applicable in respect of amounts paid or credited after 
May 25, 1976, to substitute “61.1(1)” for “61(3)”. 


Income Tax Act 


Selected Cases [para. 212(1)(n)]: Scott Estate y. The Queen, 
[1988] 1 C.T.C. 45 (FCTD) (“Life annuity” in Canada-U.S..Tax 
Convention does not include amounts for termination of income- 
averaging annuity contract). 

Regulations: 202(2)(f) (information return). 

Interpretation Bulletins: IT-451R: Deemed disposition and ae- 
quisition on ceasing to be or becoming resident in Canada. See also 
list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(0) other annuity payments — a payment 
under an annuity contract (other than a payment 
in respect of an annuity issued in the course of 
carrying on a life insurance business in a country 
other than Canada) to the extent of the amount in 
respect of the interest of the non-resident person 
in the contract that, if the non-resident person had 
been resident in Canada throughout the taxation 
year in which the payment was made, 


(1) would be required to be included in com- 
puting the income of the non-resident person 
for the year, and 


(ii) would not be deductible in computing that 
income; 
Related Provisions: 56(1)(d) — Annuity payments required to 
be included in income of resident; 128.1(4)(b)(iii) — No deemed 
disposition on emigration; 240(1) — Taxable and non-taxable obli- 


gations defined. See additional Related provisions at beginning of 
212(1). 


Pre-RSC History: Para. 212(1)(0) substituted by 1980-81-82-83, 

c. 140, subsec. 118(8), applicable with respect to amounts paid or 

credited after November 12, 1981. Para. 212(1)(0) formerly read: 
(0) an annuity payment not described in any other paragraph 
of this subsection, to the extent of the portion thereof that, if 
the non-resident person had been resident in Canada through- 
out the taxation year in which the payment was made, 


(i) would be required to be included in computing his in- 
come for the year, and 


(ii) would not be deductible in computing that income; 
Regulations: 202(2)(g) (information return), 
Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. See also 
list at end of s. 212. 
Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(p) payments from RHOSP — a payment out 
of or under a fund, plan or trust that was at the 
end of 1985 a registered home ownership savings 
plan (within the meaning assigned by paragraph 
146.2(1)(h) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1985 taxation year), other 
than 


(i) the portion of the payment that is a refund 
of an excess described in paragraph 
146.2(7)(a) of that Act (as it read in its appli- 
cation to the 1985 taxation year) made on or 
before April 30, 1986, and 


(ii) the portion of the payment that can reason- 
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ably be considered to be income of the fund, 
plan or trust after 1985; 
Related Provisions: 128.1(4)(b)Gii) — No deemed disposition 


on emigration; 214(3)(g) — Deemed payments. See additional Re- 
lated provisions at beginning of 212(1). ; 


Pre-RSC History: Para. 212(1)(p) substituted by 1986, c. 6, sub- 
sec. 116(5), applicable to amounts paid or credited after 1985. Para. 
212(1)(p) formerly read: 
(p) registered home ownership savings plan — a payment 
out of or under a registered home ownership savings plan, 
other than that portion of a refund made within 120 days after 
the end of the taxation year to-which the refund relates that is 
the excess described in paragraph 146.2(7)(a); 


Para. 212(1)(p) substituted by 1980-81-82-83, c. 40, s. 99, in force 
December 1, 1980. Para. 212(1)(p) formerly read: 


(p) a payment from a trust governed by a registered home 
ownership savings plan other than that portion of a refund 
made within 120 days after the end of the taxation year to 
which the refund relates that is the excess described in para- 
graph 146.2(7)(a); 
Para. 212(1)(p) substituted by 1977-78, c. 1, subsec. 92(6), applica- 
ble to 1977 et seg. Para. 212(1)(p) formerly. read: 


(p) a payment from a trust. governed by a registered home 
ownership savings plan. 


Para. 212(1)(p) added by 1974-75-76, c. 26, subsec. 118(7), applica- 
ble to 1974 et seq. 


Regulations: 202(2)(h) (information return). 


|.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. See also 
list at end of s..212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(q) registered retirement income fund pay- 
ments — a payment out of or under a registered 
retirement income fund that would, if the non- 
resident person had been resident in Canada 
throughout the taxation year in which the pay- 
ment was made, be required by section 146.3 to 
be included in computing the non-resident per- 
son’s, income for the year, other than the portion 
thereof that 


(i) has been transferred al the payer on behalf 
of the non-resident person pursuant to an au- 
thorization in prescribed form 


(A) to a registered retirement savings plan 
under which the non-resident person is. the 
annuitant (within the meaning assigned by 
subsection 146(1)), 


(B) to acquire an annuity described in sub- 
paragraph 60(1)(ii) under which the, non- 
resident person is the annuitant, or 


(C) to a carrier (within the meaning as- 
signed. by subsection 146.3(1)) as consid- 
eration for a registered retirement income 
fund under which the non-resident person 
is the annuitant (within the meaning as- 
signed by subsection 146.3(1)), and 
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. (ii) would, if the non-resident person had been 
resident in Canada throughout the. year, be de- 
ductible in computing the non-resident per- 
son’s income for the year by reason of para- 
graph 60(1); 
Related Provisions: 128. 1(4)(b)(iii) — No deemed disposition 
on emigration; 212(13)(e) — Payment by non-resident deemed 
made by resident of Canada; 214(3)(j) — Deemed payments; 
215(5) — Regulations reducing amount to be deducted or withheld; 
217 — Election to pay tax under Part I instead of withholding tax, 
See additional Related provisions at beginning of 212(1). 


Pre-RSC History: Para. 212(1)(q) substituted by 1990, c, 35, 
subsec. 23(4), applicable with respect to payments made after June 
27, 1990. Para. 212(1)(q) formerly read: 


“(q) registered retirement income fund —a payment out of 
or under a registered retirement income fund that would, if 
the non-resident person had been resident:in Canada through-., 
out the taxation year in which the payment was made, be re- 
quired by section 146.3 to be included in computing his in- 
come for the year; 

Para. 212(1)(q) added by 1977-78, c. 32, subsec., 48(2). 
Regulations: 202(2)(1) (information return). 

Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in-Canada. See also 
list at end of s. 212. 


Information Circulars:,79-8R3: Fons to use to itéctly, transfer 
funds to or between plans, or to purchase an annuity. See also at 
beginning of subsec. 212(1). 
Forms: NRTA1I: Authorization for non-resident tax aay 
See also at beginning of subsec. 212(1). 
(r) registered education savings plan —a 
payment in respect of a registered education sav- 
ings plan that would, if the non-resident person 
had been resident in Canada throughout the taxa- 
tion year in which the payment was made, be re- 
‘quired by section 146.1 to be included in comput- 
ing the person’s income for the year; 


Related Provisions: 214(3)(j) — Deemed payments. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


Pre-RSC History: Para. 212(1)(r) added by 1979, c. 5, subsec. 
61(2), applicable in respect of amounts’ paid or credited after Febru- 
ary 28, 1979. 


Regulations: 202(2)(j) (information return). 
Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 
~~ (s) home insulation or energy conversion 
grants — a grant under a prescribed program of 
the Government of Canada relating to home insu- 
lation or energy conversion; 


Related Provisions: See Related provisions at beginning of sub- 
sec. 212(1). 


Pre-RSC History: Para. 212(1)(s) added by 1980-81-82-83, c. 48, 
subsec. 98(3), applicable with respect to grants paid or credited after 
1980. 


Regulations: 202(2)(k) (information return). 

Information Circulars: See at beginning of subsec. 212(1). 

Forms: See at beginning of subsec. 212(1). 
(t) NISA Fund No. 2 payments — a payment 
out of a NISA Fund No. 2 to the extent that that 
amount would, if Part I applied, be required by 
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subsection 12(10.2) to be included in computing 
the person’s income for a taxation year; 


Related Provisions: 214(3)(1) — Deemed payments. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


History: Para. 212(1)(t) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 123(4), applicable to payments made after 1990. 


Regulations: 202(2.1) (information return). 
Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(u) amateur athlete trust payments — a 
payment in respect of an amateur athlete trust that 
would, if Part I applied, be required by section 
143.1 to be included in computing the person’s 
income for a taxation year; or 


Related Provisions: 214(3)(k) — Deemed payments. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


History: Para. 212(1)(u) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 123(4), applicable to payments made after 1991. 


Information Circulars: See at beginning of subsec. 212(1). 


(v) payments under an eligible funeral ar- 
rangement — a payment made by a custodian 
(within the meaning assigned by subsection 
148.1(1)) of an arrangement that was, at the time 
it was established, an eligible funeral arrange- 
ment, to the extent that such amount would, if the 
non-resident person were resident in Canada, be 
included because of subsection 148.1(3) in com- 
puting the person’s income. 


Related Provisions: 212(13)(e) — Payment by non-resident 
deemed made by resident of Canada. 


History: Para. 212(1)(v) added by 1995, c. 21, subsec. 64(1), appli- 
cable to amounts paid or credited after October 21, 1994. 


Related provisions, |.T. Application Rules, Information 
Circulars, Forms — subsec. 212(1): See at beginning of sub- 
sec. 212(1), before para. (a). 


(2) Tax on dividends — Every non-resident per- 
son shall pay an income tax of 25% on every amount 
that a corporation resident in Canada pays or credits, 
or is deemed by Part I or Part XIV to pay or credit, 
to the non-resident person as, on account or in lieu of 
payment of, or in satisfaction of, 


(a) a taxable dividend (other than a capital gains 
dividend within the meaning assigned by subsec- 
tion 130.1(4), 131(1) or 133(7.1)), or 


(b) a capital dividend. 


Related Provisions: 212(1)(c)(ii) — Estate or trust income de- 
rived from capital dividend; 213(1) — Where tax not payable; 
214(1)—No_ deductions; 214(3)(a) — Deemed payments; 
214(12) — Application of subsec. 214(2); 215(1) — Requirement 
to withhold and remit; 227(10), (10.1) — Assessment; 219 — 
Branch tax; 250(5) — Anti-avoidance rule re corporate residence; 
Canada-U.S. tax treaty, Art. X — Taxation of dividends. 


Pre-RSC History: Subsec. 212(2) amended by 1986, c. 6, subsec. 
116(6), to repeal paras. (b.1), (c), applicable with respect to stock 
dividends paid after May 23, 1985 other than such dividends de- 
clared on or before that day and with respect to life insurance capi- 
tal dividends paid after May 23, 1985. Paras. 212(2)(b.1), (c) for- 
merly read: 


(b.1) a life insurance capital dividend, or 
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(c) where the corporation is a public corporation, a stock divi- 
dend (other than a dividend referred to in paragraph (a)) paid 
by the corporation (other than any such stock dividend paid in 
shares of the same class of the capital stock of the corporation 
as that on which the stock dividend was paid). 


Para. 212(2)(b.1) added by 1980-81-82-83, c. 140, subsec. 118(9), 
applicable with respect to dividends paid or credited after June 28, 
1982. 


All that portion of subsec. 212(2) preceding para. (a) substituted by 
1980-8 1-82-83, c. 48, subsec. 98(4), to add reference to Part XIV. 
applicable after December 11, 1979. 


Subsec. 212(2) substituted by 1979, c. 5, subsec. 61(3), applicable 
in respect of dividends paid after November 16,1978. Subsec. 
212(2) formerly read: 


(2) Every non-resident person shall pay an income tax of 25% 
on every amount that a corporation resident in Canada pays 
or credits, or is deemed by Part I to pay or credit, to him as, 
on account or in lieu of payment of, or in satisfaction of a 
taxable dividend (other than a capital gains dividend within 
the meaning assigned by subsection 130.1(4), 131(1) or 
133(7.1)) or a.capital dividend. 


Subsec. 212(2) substituted by 1973-74, c. 49, subsec. 18(4), to add 
reference to subsec. 130.1(4). 


Selected Cases [subsec. 212(2)]: Placements Serco Ltée v. The 
Queen, [1988] 1 C.T.C. 213 (FCA) (“Dividend” includes deemed 
dividend); The Queen v. Canada Southern Railway Co., [1986] | 
C.T.C. 284 (FCA); leave to appeal to SCC refused (sub nom. Can. 
Southern Railway Co. v. Canada) (1986), 71 NR 402 (note) (Divi- 
dends reduced by agreement taxable to shareholder/lessee of rolling 
stock); Hunter Douglas Ltd. v. The Queen, [1979] C.T.C. 424 
(FCTD) (By virtue of Canada-Netherlands Tax Convention. no 
withholding tax on dividends to non-residents); Bendix Automotive 
of Canada Ltd. v. The Queen, [1978] C.T.C. 194 (FCA) (Exchange 
value was basis of withholding tax on share dividend to non-resi- 
dent); Deltona Corporation v. MNR, [1973] C.T.C. 215 (SCC) 
(Dividend paid to non-residents subject to withholding tax); 
Zehnder & Co. v. MNR, [1970] C.T.C. 85 (Exch) (Dividends paid to 
non-resident shareholders subject to withholding tax where com- 
pany resident under general tests of residency). 


Regulations: 202(1)(g) (information return); 805 (where no with- 
holding tax). 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-96R6: 
Options granted by corporations to acquire shares, bonds, or deben- 
tures and by trusts to acquire trust units; IT-421R2: Benefits to indi- 
viduals, corporations and shareholders from loans or debt: IT- 
430R3: Life insurance proceeds received by a private corporation or 
a partnership as a consequence of death; IT-465R: Non-resident 
beneficiaries of trusts; IT-468R: Management or administration fees 
paid to non-residents. See also list at end of s. 212. 


Information Circulars: 77-16R4: Non-resident income tax; 88-2 
Supplement, para. 7: General anti-avoidance rule — section 245 of 
the Income Tax Act. 


Forms: NR2-UK: Statement of amounts paid to non-residents of 
Canada; NR2A-UK: Statement of amounts paid to non-residents of 
Canada; NR4 Summ: Return of amounts paid or credited to non- 
residents of Canada; NR4 Supp: Statement of amounts paid or 
credited to non-residents of Canada; NR4-OAS: Statement of OAS 
pension paid or credited to non-residents of Canada; NR601: Non- 
resident ownership certificate — withholding tax; NR602: Non-resi- 
dent ownership certificate — no withholding tax. 


(3) Replacement obligations — For the purpose 
of subparagraph (1)(b)(vii), an obligation (in this 
subsection referred to as the “replacement obliga- 
tion”) issued by a corporation resident in Canada 
wholly or in substantial part and either directly or in- 
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directly in exchange or substitution for an obligation 
or a part of an obligation (in this subsection referred 
to as the “former obligation’) shall, where 


(a) the replacement obligation was issued 


(i) as part of a proposal to, or an arrangement 
with, its creditors that was approved by a 
court under the Bankruptcy and Insolvency 
Act, 


(ii) at a time when all or substantially all of its 
assets were under the control of a receiver, re- 
ceiver-manager, sequestrator or trustee in 
bankruptcy, or 


(iii) at a time when, because of financial diffi- 
culty, the issuing corporation or another cor- 
poration resident in Canada with which it does 
not deal at arm’s length was in default, or 
could reasonably be expected to default, on 
the former obligation, 


(b) the proceeds from the issue of the replace- 
ment obligation can reasonably be regarded as 
having been used by the issuing corporation or 
another corporation with which it does not deal at 
arm’s length in the financing of its active busi- 
ness carried on in Canada immediately before the 
time when the replacement obligation was issued, 
and 


(c) all interest on the former obligation was (or 
would be, if the person to whom that interest was 
paid or credited were non-resident) exempt from 
tax under this Part because of subparagraph 
(1)(b) (vit), 
be deemed to have been issued when the former ob- 
ligation was issued. 


History: Subsec. 212(3) added by 1994, c. 21, subsec. 97(4), appli- 
cable to replacement obligations issued after June 1993. 


Pre-RSC History [former subsec. 212(3)]: Subsec. 212(3) re- 
pealed by 1980-81-82-83, c. 140, subsec. 118(10), applicable with 
respect to dividends paid after November 12, 1981, other than divi- 
dends declared and payable on or before that date and dividends 
declared on or before that date and payable after that date to persons 
who were shareholders of record on or before that date. Subsec. 
212(3) formerly read: 


(3) Where degree of Canadian ownership — Notwith- 
standing subsection (2), where the corporation referred to in 
that subsection has a degree of Canadian ownership in the , 
taxation year of the corporation during which the dividend is 
so paid or credited to the non-resident person referred to 
therein, the tax payable by the non-resident person on the 
amount referred to therein is the percentage of that amount 
that is equal to the percentage at which the non-resident per- 
son would otherwise be taxed on that amount by virtue of 
subsection (2) and any other law of Canada other than this 
Act, minus 5% of that amount. 


Interpretation Bulletins: IT-361R3: Exemption from Part XIII 
tax' on interest payments to non-residents. 


(4) . Interpretation of “management. or 
administration fee or charge” — For the pur- 
pose of paragraph (1)(a), “management or adminis- 
tration. fee or charge’ does not include any amount 
paid or credited or deemed by Part I to have been 
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paid or credited to a non-resident person. as, on)ac- 
count or in lieu of payment of, or in satisfaction of, 


(a) a service performed by the non-resident per- 
son if, at the.time the non-resident. person per- 
formed the service 


(i) the service was performed in the ordinary 
course of a business carried on by the non-res- 
ident person that included the performance of 
such a service for a fee, and 


(ii) the non-resident person and the payer 
were dealing with each other at arm’s length, 
or: 
(b) a specific expense incurred by the non-resi- 
dent person for the performance of a service that 
was for the benefit of the payer, ” 


to the extent that the amount so paid or credited was 
reasonable in the circumstances, 

Selected Cases [subsec. 212(4)]: Peter Cundill &, Associates. 
Ltd. v. Canada, [1991] 2 C.T.C. 221 (FCA) (Fees paid by Canadian 
corporation to Bermuda subsidiary taxable, not at arm’s length since 
both corporations. controlled. by, same “mind”);.-Windsor Plastic 
Products Ltd. v. The, Queen, [1986]. 1.C.T.C. 331 GFCTD) (With- 
holding tax payable where management company not dealing at 
arm’s length). 


Interpretation Bulletins: IT-468R: Management or administra- 
tion fees paid to non-residents. See also list at end of s. 212. 


(5) Motion picture films — Every non-resident 
person shall pay.an income tax, of 25%. on every 
amount. that a person resident in Canada pays or 
credits, or is deemed by Part I to pay or credit, to the 
non-resident person as, on account or. in lieu of pay- 
ment of, or in satisfaction of, payment for a right in 
or to the use of . 

(a) a motion picture film, or 

(b) a film, video tape or other means of reproduc-, 

tion for use.in connection with television (other 


than solely in. connection, with and as part of.a 
news program produced in Canada), 


that» has been or is to’ be used or reproduced in 
Canada. 

Related Provisions: 212(1)(d) — Withholding tax — royalties; 
214(1) — No deduction; 215(1)— Requirement to. withhold and 
remit. “4 
Pre-RSC History: Para. 212(5)(b) substituted by 1988, ¢.55, 
subsec. 161(5), applicable with respect to amounts. paid or credited 
after 1985, except that in its application with respect to amounts 
paid or credited after 1985 and before 1989, para.'212(5)(b) shall be 
read: as follows: 


(b) a film or video tape for use in connection with television 
(other than solely in connection with and as part of a news 
program produced in Canada), 


Para. 212(5)(b) formerly read: 
(b) a film or video tape for use in connection with television 


Subsec. 212(5) substituted by 1973-74, c. 14, subsec. 68(1), applica- 
ble with respect to amounts paid or credited after 1971. 


Selected Cases [subsec. 212(5)]: CBS/Fox Co. v.. Canada, 
[1996] 1 C.T.C. 3 (FCTD) (Motion picture film includes video 
tape); MCA Television Ltd. v. Canada, [1994] 2 C.T.C. 148 (FCTD) 
(Motion picture films did not include films for television purposes 
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under Canada-US Tax Convention); Twentieth Century Fox Film 
Corp. v. The Queen, [1985] 2 C.T.C. 328 (FCTD) (Payments by 
Canadian branch for right to use motion picture not subject to with- 
holding tax where included in non-resident’s income from business 
in Canada); Vauban Productions v. The Queen, [1979] C.T.C. 262 
(FCA) (Payments for lease of rights to use motion picture subject to 
withholding tax). 


Regulations: 202(1)(h) (information return). 
Forms: NR4 Summ: Return of amounts paid or credited to non- 


residents of Canada; NR4 Supp: Statement of amounts paid or 
credited to non-residents of Canada. 


(6) Interest on provincial bonds from wholly- 
owned subsidiaries — Where an amount de- 
scribed by subsection (1) relates to interest on bonds 
or other obligations of or guaranteed by Her Majesty 
in right of a province or interest on bonds or other 
obligations provision for the payment of which was 
made by a statute of a provincial legislature, the tax 
payable under subsection (1) is 5% of that amount. 


Related Provisions: 212(7) — Application of subsec. 212(6); 
240(1) — Taxable and non-taxable obligations defined. 


(7) Where subsec. (6) does not apply — Sub- 
section (6) does not apply to interest on any bond or 
other obligation described therein that was issued af- 
ter December 20, 1960, except any such bond or 
other obligation for the issue of which arrangements 
were made on or before that day with a dealer in se- 
curities, if the existence of the arrangements for the 
issue of the bond or other obligation can be estab- 
lished by evidence in writing given or made on or 
before that day. 


Related Provisions: 212(8) — Bonds issued in exchange for ear- 
lier bonds. 


(8) Bonds issued after December 20, 1960 in 
exchange for earlier bonds — For the purposes 
of this Part, where any bond, except a bond to which 
clause (1)(b)(1i)(C) applies, was issued after Decem- 
ber 20, 1960 in exchange for a bond issued on or 
before that day, it shall, if the terms on which the 
bond for which it was exchanged was issued con- 
ferred on the holder thereof the right to make the ex- 
change, be deemed to have been issued on or before 
December 20, 1960. 


Interpretation Bulletins: IT-360R2: Interest payable in a foreign 
currency. See also list at end of s. 212. 


(9) Exemptions — No tax is payable under para- 
graph (1)(c) on an amount paid or credited to a non- 
resident person as income of or from a trust if it may 
reasonably be regarded as having been derived from 


(a) dividends or interest received by the trustee 
from a non-resident-owned investment corpora- 
tion, or 


(b) amounts received as, on account or in lieu of 
payment of, or in satisfaction of a royalty on or in 
respect of a copyright in respect of the production 
or reproduction of any literary, dramatic, musical 
or artistic work, 


on which no tax would have been payable under this 


Income Tax Act 


Part if they had been paid by the non-resident-owned 
investment corporation or person paying the amounts 
in respect of copyright to the non-resident person in- 
stead of to the trustee. 


Related Provisions: 104(10) — Where property owned for non- 
residents; 104(11) — Dividend received from non-resident-owned 
investment corporation. 


Pre-RSC History: Para. 212(9)(b) substituted by 1977-78, c. 1, 
subsec. 92(7), applicable with respect to amounts received after 
March 31, 1977. Para. 212(9)(b) formerly read: 


(b) amounts received in respect of copyright in a book, music, 
an article in a periodical, a newspaper syndicated article, pic- 
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ture, comics or any other newspaper or periodical feature 
used or to be used in Canada. 


Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. See also list at end of s. 212. 


(10) Trust beneficiaries residing outside of 
Canada — Where all the beneficiaries of a trust es- 
tablished before 1949 reside, during a taxation year, 
in one country other than Canada and all amounts in- 
cluded in computing the income of the trust for the 
taxation year were received from persons resident in 
that country, no tax is payable under paragraph 
(1)(c) on an amount paid or credited in the taxation 
year to a beneficiary as income of or from the trust. 


Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. See also list at end of s. 212. 


(11) Payment to beneficiary as income of 
trust — An amount paid or credited by a trust or an 
estate to a beneficiary or other person beneficially 
interested therein shall be deemed, for the purpose of 
paragraph (1)(c) and without limiting the generality 


thereof, to have been paid or credited as income of | 


the trust or estate, regardless of the source from 
which the trust or estate derived it. 


Related Provisions: 107(5) — Distribution to non-resident. 


History: Subsec. 212(11) substituted by 1994, c.7, Sch. II (1991, 
c. 49), subsec. 174(3), applicable to amounts paid or credited after 
July 13, 1990. Subsec. 212(11) formerly read: 


(11) Payment to a beneficiary as income of trust — 
Where an amount has been paid or credited by a trust or es- 
tate to a beneficiary or other person beneficially interested 
therein (otherwise than on a distribution or payment of capi- 
tal), it shall, regardless of the source from which the trust or 
estate derived it, be deemed, for the purpose of paragraph 
(1)(c) and without limiting the generality that paragraph, to 
have been paid or credited as income of the trust or estate. 
Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. See also list at end of s. 212. 


(11.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 212(11.1) repealed by 1988, c. 55, 
subsec. 161(6), applicable to distributions by a trust in its 1988 and 
subsequent taxation years. Subsec. 212(11.1) formerly read: 


(11.1) Idem — Such portion of, 


(a) where subsection 104(8) is applicable with respect to 
a particular trust, the amount, if any, referred to in para- 
graph (e) thereof, or 


(b) where subsection 104(8) is not applicable with re- 
spect to a particular trust, the amount, if any, by which 
the aggregate of all amounts each of which is an amount 
described in subsection 104(13) exceeds the amount de- 
ductible pursuant to subsection 104(6) 


as 


(c) may reasonably be considered to be part of the 
amount that was paid or credited to a particular benefici- 
ary under the trust as income of or from the trust for a 
taxation year, and 


(d) was not designated by the trust in respect of any other 
beneficiary of the trust 


shall, if so designated by the trust in respect of the particular 
beneficiary in the trust’s return of income for the year under 
Part I, be deemed, for the purposes of paragraph (1)(c), not to 
have been paid or credited in the year to the particular 
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beneficiary. 


Para. 212(11.1)(a) amended to substitute the reference to “para- 
graph (e)” for “paragraph (d)” by 1984, c.1, subsec. 98(2), applica- 
ble after November 12, 1981. 


Subsec: 212(11.1) substituted by 1980-81-82-83, c. 140, subsec. 
118(11), applicable after November 12, 1981. Subsec. 212(11.1) 
formerly read: 


(11.1) Such portion of the amount, if any, by which 
(a) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of a trust for the taxation year if no deduction were 
made under subsection 20(16), 104(6) or (12). or 
under regulations made under paragraph 20(1)(a) 
that is payable in the year to.a beneficiary under the 
trust, or ; 


(ii) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income 
of a beneficiary under the trust by virtue of subsec- 
tion 105(2) 


exceeds 


(b) the amount deductible under subsection 104(6) by the 
trust in computing its income for the taxation year 


as: may reasonably be considered to be part of the amount that 
was paid or credited to a particular designated beneficiary 

_ under the trust as income of or from the trust for the year, and 
as was not designated by the trust in respect of any other des- 
ignated beneficiary thereunder, shall, if so designated by the 
trust in respect of the particular designated beneficiary in the 
return of its income for the year under Part I, be deemed, for 
the purposes of paragraph (1)(c), not to have been paid or 
credited in the year to the designated beneficiary. 


Subpara. 212(11.1)(a)() substituted by 1977-78, c. 1, subsec. 92(8), 
applicable to taxation years commencing after May 25, 1976 and 
ending after March 31, 1977, to add “20(16)”. 


Subsec. 212(1 {ty substituted by 1976-77, c. 4, subsec. 71(7), appli- 
cable to 1976 et seq. Subsec. 212(11.1) formerly read: 


(11.1) Notwithstanding subsection (11), in any case where 


(a) the amount that would, but for subsection 104(8), be 
deductible by virtue of subsection 104(6) in computing 
the income for a taxation year of a trust 


exceeds 


(b) the amount deductible by virtue of subsection 104(6) 
in computing the trust’s income for that year 


(in this subsection referred to. as the “excess amount’), for the 
purposes of paragraph (1)(c), an amount equal to that propor- 
tion of the excess amount that 


(c) the amount that would, but for this subsection, be the 
amount paid or credited to a non-resident person as in- 
come of or from the trust for the year 


is of 
(d) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6) or (12) or under regula- 
tions made under paragraph 20(1)(a) that would, but 
for this subsection, be payable in the year to a benefi- 
ciary under the trust, 


(ii) an amount in respect of the accumulating income 
of the trust for the year that was included in comput- 
ing the income of a preferred beneficiary under the 
trust by virtue of subsection (14), or 


(iii) an amount paid by the trust in the year to the 
extent it was included in computing the income of a 
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beneficiary under the trust by virtue of subsection 
105(2) 
shall be deemed not to have been paid or credited to the per- 
son as income of or from the trust. 


Subsec. 212(11.1) added by 1974-75-76, c. 26, subsec. 118(8); ap- 
plicable with respect to amounts paid or credited after November 
18, 1974. 


(11.2) [Repealed under former Act] 


Pre-RSC History: Subsec. 212(11.2) repealed by 1988, c. 55, 
subsec. 161(6), applicable to distributions by a trust in its 1988 and 
subsequent taxation years. Subsec. 212(11.2) formerly read: 


(11.2) Idem — Such portion of the amount referred to in par- 
agraph 104(8)(f) 


(a) as may reasonably be considered to be part of the 
amount that was paid or credited to a particular desig- 
nated beneficiary under the trust as income of or from the 
trust for a taxation year, and 


(b) as was not designated by the trust in respect of any 
other designated beneficiary of the trust 


shall, if so designated by the trust in respect of the particular 
designated beneficiary in the trust’s return of income for the 
year under Part I, be deemed, for the purposes of paragraph 
(1)(c), not to have been paid or credited in the year to the 
particular designated beneficiary. 


All that portion of subsec. 212(11.2) preceding para. (a) amended to 
substitute “paragraph 104(8)(f)” for “paragraph 104(8)(e)” by 1984, 
c. 1, subsec. 98(3), applicable after November 12, 1981. 


Subsec. 212(11.2) added by 1980-81-82-83, c. 140, subsec. 118(11), 
applicable after November 12, 1981. 


(12) Deemed payments to spouse, etc. — 
Where by reason of subsection 56(4) or (4.1) or any 
of sections 74.1 to 75 of this Act or section 74 of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, there is included in computing a 
taxpayer’s income under Part I for a taxation year an 
amount paid or credited to a non-resident person in 
the year, no tax is payable under this section on that 
amount. 

Pre-RSC History: Subsec. 212(12) amended to substitute “sub- 
section 56(4) or (4.1)” for “subsection 56(4)”, by 1988, c. 55, sub- 
sec. 161(7), applicable to 1989 et seq. 

Subsec. 212(12) amended by 1986, c. 6, subsec. 116(7), to substi- 


tute “sections 74 to 75” for “section 74 or 75”, applicable after May 
21, 1985. 


I.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-369R: Attribution of trust income to 
settlor; IT-438R2: Crown charges — resource properties in Canada; 
IT-440R2: Transfer of rights to income. See also list at end of s. 
phe 


(13) Rent and other payments — For the pur- 
poses of this section, where a non-resident person 
pays or credits an amount as, on account or in lieu of 
payment of, or in satisfaction of, 


(a) rent for the use in Canada of property (other 
than property that is rolling stock as defined in 
section 2 of the Railway Act), 


(b) a timber royalty in respect of a timber re- 
source property or a timber limit in Canada, 


(c) a payment of a superannuation or pension 
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benefit under a registered pension plan or of a 
distribution to one or more persons out of or 
under a retirement compensation arrangement, 


(d) a payment of a retiring allowance or a death 
benefit to the extent that the payment is deducti- 
ble in computing the payer’s taxable income 
earned in Canada, 


(e) a payment described in any of paragraphs 
(1)(k) to (n), (q) and (v), or 

(f) interest on any mortgage or other indebtedness 
entered into or issued or modified after March 31, 
1977 and secured by real property situated in 
Canada or an interest therein to the extent that the 
amount so paid or credited is deductible in com- 
puting the non-resident person’s taxable income 
earned in Canada or the amount on which the 
non-resident person is liable to pay tax under Part 
b 


the non-resident person shall be deemed in respect of 
that payment to be a person resident in Canada. 


Related Provisions: 13(21) — Timber resource property defined. 


History: Para. 212(13)(e) amended by 1995, c. 21, subsec. 64(2), 
applicable to amounts paid or credited after October 21, 1994. Para. 
(e) formerly read: 

(e€) a payment described in any of paragraphs (1)(k) to (n) and 

(q), or . 
Pre-RSC History: Para. 212(13)(c) substituted by 1987, c. 46, 
subsec. 63(3), to add “or of a distribution to one or more persons out 
of or under a retirement compensation arrangement”, applicable 
with respect to amounts paid or credited after March 27, 1987. 
Para. 212(13)(d) substituted by 1980-81-82-83, c. 140, subsec. 
118(12), applicable with respect to amounts received in respect of 
any termination of an office or employment after November 12, 
1981. Para. 212(13)(d) formerly read: 

(d) a payment of a retiring allowance, a death benefit or a 

termination payment to the extent that the payment is deducti- 

ble in computing the payer’s taxable income earned in 

Canada, 

Para. 212(13)(d) substituted by 1979, c. 5, subsec. 61(4), applicable 
in respect of amounts paid or credited after February 28, 1979. Para. 
212(13)(d) formerly read: 

(d) a payment of a retiring allowance or a death benefit to the 

extent that the payment is deductible in computing the 

payer’s taxable income earned in Canada, 
Paras. 212(13)(a), (e) substituted by 1977-78, c. 32, subsecs. 48(3), 
(4), applicable, as to para. 212(13)(a), in respect of amounts paid or 
credited after 1977. Paras. 212(13)(a), (e) formerly read: 

(a) rent for the use in Canada of property, 

(e) a payment described in any of paragraphs (1)(k) to (n), or 
Para. 212(13)(f) added by 1977-78, c. 1, subsec. 92(9), applicable 
with respect to amounts paid or credited after March 31, 1977. 
Para. 212(13)(b) substituted by 1974-75-76, c. 26, subsec. 118(9), 
applicable in respect of amounts paid or credited after November 
18, 1974. Para. 212(13)(b) formerly read: 

(b) a timber royalty in respect of a timber limit in Canada, 


Subsec. 212(13) substituted by 1973-74, c. 30, subsec, 25(3), appli- 
cable with respect to amounts paid or credited after February 19, 
1973. Subsec. 212(13) formerly read: 


(13) For the purposes of this section where a non-resident 
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person pays or credits rent for the use in Canada of property, 
he shall be deemed in respect of that payment to be a person 
resident in Canada. 


Regulations: 202(4) (information return). 


(13.1) Application of Part XIll tax where payer 
or payee is a partnership — For the purposes of 
this Part, other than section 216, 


(a) where a partnership pays or credits an amount 
to a non-resident person, the partnership shall, in 
respect of the portion of that amount that is de- 
ductible, or that would but for section 21 be de- 
ductible in computing the amount of the income 
or loss, as the case may be, referred to in para- 
graph 96(1)(f) or (g) if the references therein to 
“a particular place” and “that particular place” 
were read as references to “Canada”, be deemed 
to be a person resident in Canada; and 


(b) where a person resident in Canada pays or 
credits an amount to a partnership (other than a 
Canadian partnership within the meaning as- 
signed by section 102), the partnership shall be 
deemed, in respect of that payment, to be a non- 
resident person. 


Related Provisions: 
“person”’. 


Selected Cases [subsec. 212(13.1)]: Randall v. The Queen, 
[1985] 1 C.T.C. 268 (FCTD) (Partner, not actively participating in 
operation of business but participating in profits, taxable as non-res- 
ident carrying on business in Canada). 


227(15) — Partnership included in 


Regulations: 202(5) (information return). 


Interpretation Bulletins: IT-81R: Partnerships — income of 
non-resident partners. See also list at end of s. 212. 


(13.2) Application of Part XIll tax where non- 
resident operates in Canada — For the pur- 
poses of this Part, where in a taxation year 


(a) a non-resident person whose business was 
carried on principally in Canada, or 


(b) a non-resident person who 


(i) manufactures or processes goods in 
Canada, 


(ii) operates an oil or gas well in Canada or 
extracts petroleum or natural gas from a natu- 
ral accumulation thereof in Canada, or 


(iii) extracts minerals from a mineral resource 
in Canada 


pays or credits an amount (other than an amount to 
which subsection (13) applies) to another non-resi- 
dent person, the first-mentioned non-resident person 
shall be deemed, in respect of the portion of that 
amount that was deductible in computing that per- 
son’s taxable income earned in Canada for any taxa- 
tion year, to be a person resident in Canada. 
Pre-RSC History: Subpara. 212(13.2)(b)(ii) substituted by 1986, 
c. 6, subsec. 31(2), to add “or extracts petroleum or natural gas from 
a natural accumulation thereof in Canada”, applicable to taxation 
years ending after March 1985. 


Subsecs. 212(13.1), (13.2) added by 1974-75-76, c. 26, subsec. 
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118(10), applicable in respect of amounts paid or credited after No- 
vember 18, 1974, other than an amount referred to in para. 
212(13.1)(a) or subsec. 212(13.2) paid or credited to a person pursu- 
ant to an agreement in writing entered into before May 7, 1974. 


Regulations: 202(6) (information return). 


(14) Certificate of exemption — The Minister 
may, on application, issue a certificate of exemption 
to any non-resident person who establishes to the 
satisfaction of the Minister that 


(a) an income tax is imposed under the laws of 
the country of which the non-resident person is a 
resident; 


(b) the non-resident person is exempt under the 
laws referred to in paragraph (a) from the pay- 
ment of income tax to the government of the 
country of which the non-resident person is a res- 
ident; and 

(c) the non-resident person is 


(i) a person who is or would be, if the non- 
resident person were resident in Canada, ex- 
empt from tax under section 149, 


(ii) a trust or corporation established or incor- 
porated principally in connection with, or the 
principal purpose of which is to administer or 
provide benefits under, one or more superan- 
nuation, pension or retirement funds or plans 
or any funds or plans established to provide 
employee benefits, or 


(iii) a trust, corporation or other organization 
constituted and operated exclusively for chari- 
table purposes, no part of the income of which 
is payable to, or is otherwise available for, the 
personal benefit of any proprietor, member, 
shareholder, trustee or settlor thereof. 
Related Provisions: 172(3) — Appeal from refusal to issue cer- 
tificate; 172(4) — Deemed refusal to register; 212(1)(b)Gv) — No 
withholding tax where certificate of exemption; Reg. 6804(1) — 
Definition of “qualifying entity” — same conditions. 


Pre-RSC History: Para. 212(14)(c) substituted by 1976-77, c. 4, 
subsec. 71(7.1), applicable to 1977 et seq., to add subpara. 
212(14)(c)(iii). 


Subpara. 212(14)(c)(ii) substituted for subparas. (ii) and (ii) by 
1974-75-76, c. 26, subsec. 118(10.1), applicable after 1974. Sub- 
paras. 212(14)(c)(ii), (iii) formerly read as follows: 


(ii) a trust or corporation established or incorporated solely in 
connection with, or for the administration of, one or more 
employees’ superannuation or pension funds or plans, or 


(iii) a trust or corporation established or incorporated for the 
principal purpose of administering or providing benefits 
under one or more employees’ superannuation or pension 
funds or plans, if throughout the 3 consecutive taxation years 
of the trust or corporation immediately preceding its taxation 
year in which the application was made, the cost to it of, 


(A) in the case of the trust, property held by it, and 
(B) in the case of the corporation, property owned by it 


for the purpose of providing such benefits was not less than 
80% of the cost to it of all property held by it or owned by it, 
as the case may be. 


Para. 212(14)(c) substituted by 1973-74, c. 14, subsec. 68(2), 
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deemed to have come into force May 8, 1972. Para. 212(14)(c) for- 
merly read as follows: 
(c) he is 
(i) a person who is or would be, if he were resident in 
Canada, exempt from tax under section 149, or 


(ii) a trust or corporation established or incorporated 
solely in connection with, or for the administration of, an 
employees’ superannuation or pension fund or plan. 
I.T. Application Rules: 10(5). 
Information Circulars: 77-16R4: Non-resident income tax. 


Forms: NR6A: Application for certificate of exemption. 


(15) Certain obligations — For the purposes of 
subparagraph (1)(b)(ii), after November 18, 1974 in- 
terest on a bond, debenture, note, mortgage or simi- 
lar obligation that is insured by the Canada Deposit 
Insurance Corporation shall be deemed not to be in- 
terest with respect to an obligation guaranteed by the 
Government of Canada. ij 

Interpretation Bulletins: IT-155R3: Exemption from non-resi- 


dent tax on interest payable on certain bonds, debentures, notes, hy- 
pothecs or similar obligations. See also list at end of s. 212. 


(16) Payments for temporary use of rolling 
stock — Clause (1)(d)(vii)(A) does not apply to a 
payment in a year for the temporary use of railway 
rolling stock by a railway company to a person resi- 
dent in a country other than Canada unless that coun- 
try grants substantially similar relief for the year to 
the company in respect of payments received by it 
for the temporary use by a person resident in that 
country of railway rolling stock. 

Pre-RSC History: Subsecs. 212(15), (16) added by 1974-75-76, c. 


26, subsec. 118(11), applicable in respect of amounts paid or 
credited after November 18, 1974. 


(17) Exception — This section is not applicable to 
payments out of or under an employee benefit plan 
or employee trust. . 

Pre-RSC History: Subsec. 212(17) added by 1980-8 1-82-83, c. 


48, subsec. 98(5), applicable with respect to amounts paid or 
credited after 1979. 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. See also list at end of s. 212. 


(18) Return by financial institutions and 
registered securities dealers — Every person 
who in a taxation year is a prescribed financial insti- 
tution for the purpose of clause (1)(b)(iii)(D) or a 
person resident in Canada who is a registered securi- 
ties dealer shall 


(a) within 6 months after the end of the year file 
with the Minister a return in prescribed form if in 
the year the person paid or credited an amount to 
a non-resident person in respect of which the 
non-resident person is, because of clause 
(1)(b)(i1)(D) or subparagraph (1)(b)(xii), not lia- 
ble to pay tax under this Part; and 

(b) on demand from the Minister, served person- 
ally or by registered letter, file within such rea- 
sonable time as may be stipulated in the demand, 
an undertaking in prescribed form relating to the 
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avoidance of payment of tax under this Part. 


Related Provisions: 150.1(5) — Electronic filing; 212(19) — 
Tax on securities traders; 248(7)(a) Mail deemed received on 
day mailed. 


History: The opening words of subséc: 212(18) amended by 1995, 
c, 21, subsec. 73(2), applicable to taxation years that end after May 
28, 1993. The opening words formerly read: 
(18) Return by financial institution or securities traders — 
Every person who in a taxation year is a prescribed financial 
institution for the purpose of clause (1)(b)(iii)(D) or a person 
resident in Canada who is registered or licensed under the 
laws of a province to trade in securities shall 
All that portion of subsec. 212(18) preceding para. (b) substituted 
by, 1994, c. 21, subsec. 97(5), applicable to taxation years that end 
after May. 28, 1993. That portion of the subsec. formerly read: 
(18) Return by financial institutions — Every person who 
in a taxation year is a prescribed financial institution for the 
purposes of clause (1)(b)(iii)(D) -shall 
(a) within 6 months from the end of the taxation year file 
with the Minister a return in prescribed form containing 
prescribed information if in the taxation year the person 
paid or credited an amount to a non-resident person in 
respect of which the non-resident person is by virtue of 
clause (1)(b)Gii)(D) not liable to pay tax under this Part: 
and 
Pre-RSC History: Subsec. 212(18) added by. 1986, c. 55, subsec. 
74(4). 
Forms: NR4B Summ: Return of amounts paid or credited to non- 
residents of Canada; NR4B Supp: Statement of amounts paid or 
credited to non-residents of Canada; NR601: Non-resident owner- 
ship certificate — withholding tax; NR602: Non-resident ownership 
certificate — no withholding tax; T4061: Guide for payers of non- 
resident tax. 


(19) Tax on registered securities dealers — 
Every taxpayer who is a registered securities dealer 
resident in Canada shall pay’a tax under this Part 
equal to the amount determined by the formula 


1 


x .25 x (A =B)xC 


where 


A is the total of all amounts, each of which is the 
amount of money provided before the end of a 
day to the taxpayer (and not returned or repaid 
before the end of the day) by or on behalf of a 
non-resident person as collateral or as considera- 
tion for a security that was lent or transferred 
under a securities lending arrangement described 
in subparagraph (1)(b)(xii), 

B is the total of 


(a) all amounts each of which is the amount of 
money provided before the end of the day by 
or on behalf of the taxpayer (and not returned 
_ or repaid before the end of the day) to a non- 
resident person as collateral or as considera- 
tion for a security described in clause 
(1)(b)(xii)(A) that was lent or transferred 
under a securities lending arrangement, and 


(b) the greater of 
(i) 10 times the greatest amount deter- 
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mined under those laws to be the capital 
employed by the taxpayer at the end of the 
day, and 


(ii) 20 times the greatest amount of capital 
required under those laws to be maintained 
by the taxpayer as a margin in respect of 
securities described in clause (1)(b)(xi1)(A) 
at the end of the day, and 


C. is the prescribed rate of interest.in effect for the 
day, 


and shall remit that amount to the Receiver General 
on or before the 15th day of the month after the 
month in which the day occurs. 


Related Provisions: 212(18) — Return by securities traders; 
227(9) — Penalty on tax not paid; 227(9.3) — Interest on tax not 
paid; 257 — Formula cannot calculate to less than zero. 


History: The portion of subsec. 212(19) before the formula 
amended by 1995, c. 21, subsec. 73(3), applicable to securities lend- 
ing arrangements. entered into after May 28, 1993. That portion for- 
merly read: ; 


(19) Tax on securities traders — Every taxpayer resident in 
Canada who is registered or licensed under the laws of one or 
more provinces to trade in Securities shall pay a tax under this 
Part equal to the amount determined by the formula 


Subsec, 212(19) added by 1994, c. 21, subsec. 97(6), applicable to 
securities lending arrangements entered into after May 28, 1993. 


Definitions [s. 212]: “active business” — 248(1); “amateur ath- 
lete trust” — 143.1(1)(a), 248(1); “amount”, “annuity” — 248(1); 
“arm’s length” —251(1); “bank” — Interpretation Act 35(1); “bus- 
iness” — 248(1); “Canada” — 255; “Canadian partnership” — 102, 
248(1); “capital dividend” — 83(2), 248(1); “capital gain” — 
39(1)(a), 248(1); “capital property” — 54, 248(1); “class of 
shares” — 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “credit union’ — 137(6),.248(1); “death benefit”? — 248(1); 
“deferred profit sharing plan” — 147(1), 248(1); “dividend” 
248(1); “eligible funeral arrangement” — 148.1(1), 248(1); “em- 
ployed” — 248(1); “estate” — 104(1), 248(1); “identical” — 
248(12); “income-averaging. annuity contract” —61(4), 248(1); 
“management or administration fee or charge” — 212(4);. “mineral 
resource”, “Minister”, “NISA:»Fund No. 2”, “non-resident” — 
248(1); “non-resident-owned investment corporation” 133(8), 
248(1); “oil or gas well”, “person”, “prescribed”, “principal 
amount”, “property” — 248(1); “province” — Interpretation Act 
35(1); “registered education savings plan” — 146.1(1), 248(1); 
“registered pension plan” — 248(1); “registered retirement income 
fund” — 146.3(1), 248(1); “registered retirement savings plan” — 
146(1), 248(1); “registered securities dealer” — 248(1); “registered 
supplementary unemployment benefit plan” — 145(1), 248(1); 
“regulation” — 248(1); “replacement obligation” — 212(3); “resi- 
dent in Canada” — 250; “retirement compensation arrangement”, 
“retiring allowance” — 248(1); “securities lending arrangement” 
248(1), 260(1); “series” — 248(10); “share”, “shareholder” — 
248(1); “spouse” — 252(4)(a); “subsidiary wholly-owned corpora- 
tion”, “superannuation or pension benefit” — 248(1); “taxable capi- 
tal gain” — 38(a), 248(1); “taxable dividend” — 89(1), 248(1); 
“taxable income” — 2(2), 248(1); “taxable income earned in Can- 
ada” — 115(1), 248(1); “taxation year” — 249; “taxpayer”, “timber 
resource property” — 13(21), 248(1); “trust” — 104(1), 248(1), (3); 
“writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 212]: IT-88R2: Stock dividends; IT- 
109R2: Unpaid amounts; IT-168R3: Athletes and players employed 
by football, hockey and similar clubs; IT-221R2: Determination of 
an individual’s residence status; IT-280R: Employees profit sharing 
plans — payments computed by reference to profits. See also list at 
beginning of 212(1). 


S. 212.1(1) 


212.1 (1) Non-arm’s length sales of shares by 
non-residents — Where a non-resident person or 
a non-resident-owned investment corporation (in this 
section referred to as the “non-resident person’) dis- 
poses of shares (in this section referred to as the 
“subject shares’’) of any class of the capital stock of 
a Canadian’corporation (in this section referred to as 
the “subject corporation”) to another Canadian cor- 
poration (in this section referred to as the “purchaser 
corporation”) with which the non-resident. person 
does not (otherwise than by reason of a right referred 
to in paragraph 251(5)(b)).deal at arm’s length and, 
immediately after the disposition, the subject corpo- 
ration is connected (within the meaning of subsec- 
tion 186(4), on the assumption that the references 
therein to “payer corporation” and “particular corpo- 
ration” were read as “subject corporation” and ‘“‘pur- 
chaser corporation”, respectively) with the purchaser 
corporation, . 


(a) the amount, if any, by which the fair market 
value of any consideration (other than any share 
of the capital stock of the purchaser corporation) 
received by the non-resident person from the pur- 
chaser corporation for the subject shares. exceeds 
the paid-up capital in respect of the subject shares 
immediately before the disposition shall, for the 
purposes of this Act, be deemed to be a dividend 
paid at the time of the disposition by the pur- 
chaser corporation to the non-resident person and 
received at that time by the non-resident person 
from the purchaser corporation; and 


(b) in computing the paid-up up capital at any 
particular time after March 31, 1977 of any par- 
ticular class of shares of the capital stock of the 
purchaser corporation, there. shall be deducted 
that proportion of the amount, if any, by which 
the increase, if any, by virtue of the disposition, 
in the paid-up capital, computed without refer- 
ence to this section as it applies to the disposition, 
in respect of all of the shares of the capital stock 
of the purchaser corporation exceeds the amount, 
if any, by which 


(i) the paid-up capital in respect of the subject 
shares immediately before the disposition 


exceeds 


(ii) the fair market value of the consideration 
described in paragraph (a), 


that the increase, if any, by virtue of the disposi- 
tion, in the paid-up capital, computed without ref- 
erence to this section as it applies to the disposi- 
tion, in respect of the particular class of shares 1s 
of the increase, if any, by virtue of the disposi- 
tion, in the paid-up capital, computed without ref- 
erence to this section as it applies to the disposi- 
tion, in respect.of all of the issued shares of the 
capital stock of the purchaser corporation. 


Related Provisions: 54“proceeds of disposition”(k) — Exclusion 
of deemed dividend from proceeds; 84(7) — When dividend paya- 
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ble; 84.1 — Similar rule for residents of Canada. 


Pre-RSC History: That portion of subsec. 212.1(1) preceding 
para. (b) substituted by 1988, c. 55, subsec. 162(1), applicable with 
respect to dispositions occurring after February 9, 1988. That por- 
tion formerly read: 


212.1 (1) Non-arm’s length sales of shares by non-re- 
sidents — Where, after April 10, 1978, a non-resident per- 
son disposes of shares (in this section referred to as the “sub- 
ject shares”) of any class of the capital stock of a Canadian 
corporation (in this section referred to as the “subject corpo- 
ration”) to another Canadian corporation (in this section re- 
ferred to as the “purchaser corporation”) with which the non- 
resident person does not (otherwise than by virtue of a right 
referred to in paragraph 251(5)(b)) deal at arm’s length and, 
immediately after the disposition, the subject corporation is 
connected (within the meaning of subsection 186(4), on the 
assumption that the references therein to “payer corporation” 
and to “particular corporation” were read as “subject corpora- 
tion” and “purchaser corporation” respectively), with the pur- 
chaser corporation, 


(a) the amount, if any, by which the fair market value of 
any consideration (other than any share of the capital 
stock of the purchaser corporation) received by the non- 
resident person from the purchaser corporation for the 
subject shares, exceeds the paid-up capital in respect of 
the subject shares immediately before the disposition 
shall, for the purposes of this Act, be deemed to be a div- 
idend paid at the time of the disposition by the purchaser 
corporation to the non-resident person; and 


All that portion of subsec. 212.1(1) preceding para. (a) substituted 
by 1984, c. 45, s. 87, to.add “(otherwise than by virtue of a right 
referred to in paragraph 251(5)(b))” applicable with respect to dis- 
positions occurring after April 10, 1978. 

All that portion of subsec. 212.1(1) preceding para. (a) substituted 
by 1977-78, c. 32, subsec. 49(1), applicable in respect of disposi- 
tions after April 10, 1978. That portion formerly read: 


212.1 (1) Where after March 31, 1977, a non-resident person 
disposes of shares (in this section referred to as the “subject 
shares”) of any class of the capital stock of a Canadian corpo- 
ration (in this section referred to as the “subject corporation’) 
to another Canadian corporation (in this section referred to as 
the “purchaser corporation”) that, immediately after the dis- 
position, does not deal at arm’s length with the non-resident 
person, and immediately after the disposition the purchaser 
corporation controls (within the meaning of subsection 
186(2)) the subject corporation, 
Selected Cases [subsec. 212.1(1)]: Placements Serco Ltée vy. 
The Queen, [1988] 1 C.T.C. 213 (FCA) (“Deemed dividend” in- 
cludes transaction without actual transfer of funds). 


Interpretation Bulletins: See at end of s. 212.1. 
Information Circulars: 77-16R4: Non-resident income tax. 


(2) Idem — In computing the paid-up capital at any 
particular time after March 31, 1977 of any particu- 
lar class of shares of the capital stock of a corpora- 
tion, there shall be added an amount equal to the 
lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount deemed by subsection 84(3), (4) or 
(4.1) to be a dividend on shares of the particu- 
lar class paid after March 31, 1977 and before 
the particular time by the corporation and re- 
ceived by a non-resident-owned investment 
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corporation or by a person who is not a corpo- 
ration resident in Canada 


exceeds 


(ii) the total that would be determined under 
subparagraph (1) if this Act were read without 
reference to paragraph (1)(b), and 


(b) the total of all amounts each of which is an 
amount required by paragraph (1)(b) to be de- 
ducted in computing the paid-up capital in re- 
spect of the particular class of shares after March 
31, 1977 and before the particular time. 
Pre-RSC History: Subpara. 212.1(2)(a)(i) amended to substitute 
“and received by a non-resident-owned investment corporation or 
by a person who is not a corporation resident in Canada” for “and 


received by a person other than a corporation resident in Canada,” 
by 1988, c. 55, subsec. 162(2), applicable after February 9, 1988. 


Subpara. 212.1(2)(a)(i) substituted by 1977-78, c. 32, subsec. 49(2), 
applicable after April 10, 1978, to add reference to (4.1). 


(3) Idem — For the purposes of this section, 


(a) in respect of any disposition described in sub- 
section (1) by a non-resident person of shares of 
the capital stock of a subject corporation to a pur- 
chaser corporation, the non-resident person shall, 
for greater certainty, be deemed not to deal at 
arm’s length with the purchaser corporation if the 
non-resident person was, 


(i) immediately before the disposition, one of 
a group of less than 6 persons that controlled 
the subject corporation, and 


(ii) immediately after the disposition, one of a 
group of less than 6 persons that controlled 
the purchaser corporation, each member of 
which was a member of the group referred to 
in subparagraph (i); 
(b) for the purposes of determining whether or 
not a particular non-resident person (in this para- 
graph referred to as the “taxpayer’’) referred to in 
paragraph (a) was a member of a group of less 
than 6 persons that controlled a corporation at 
any time, any shares of the capital stock of that 
corporation owned at that time by 
(i) the taxpayer’s child (within the meaning 
assigned by subsection 70(10)), who is under 
18 years of age, or the taxpayer’s spouse, 


(ii) a trust of which the taxpayer, a person de- 
scribed in subparagraph (i) or a corporation 
described in subparagraph (iii) is a benefici- 
ary, or 
(iii) a corporation controlled by the taxpayer, 
a person described in subparagraph (i), a trust 
_ described in subparagraph (ii) or any combi- 
nation thereof 
shall be deemed to be owned at that time by the 
taxpayer and not by the person who actually 
owned the shares at that time; 


(c) a trust and a beneficiary of the trust or a per- 
son related to a beneficiary of the trust shall be 
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deemed not to deal with each other at arm’s 
length; and 


(d) for the purpose of paragraph (a), 


(i) a group of persons in respect of a corpora- 
tion means any 2 or more persons each of 
whom owns shares of the capital stock of the 
corporation, 


(ii) a corporation that is controlled by one or 
more members of a particular group of per- 
sons in respect of that corporation shall be 
considered to be controlled by that group of 
persons, and 


(iii) a corporation may be controlled by a per- 


son or a particular group of persons notwith- — 


standing that the corporation is also controlled 
or deemed to be controlled by another person 
or group of persons. 


Related Provisions: 252(4)(a)— Extended meaning of 
“spouse”. 


History: Para. 212.1(3)(d) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 124, applicable to dispositions occurring after December 20, 
se pes 
Subparas. 212.1(3)(b)(i)—(ii) substituted and para. (c) added by 
1994, c. 7, Sch. II (1991, c. 49), subsecs. 175(1), (2), applicable to 
dispositions occurring after July 13, 1990. Those subparas. formerly 
read: 
(i) the taxpayer’s spouse, 
(ii) an inter vivos trust of which the taxpayer, the spouse, a 
corporation described in subparagraph (iii) or any combina- 
tion thereof is a beneficiary, or 
_(iii) a corporation controlled by the taxpayer, the spouse, a 
trust described in subparagraph (ii) or any combination 
thereof 
Pre-RSC History: Para. 212.1(3)(b) substituted by 1979, c. 5, s. 
62, applicable in respect of dispositions after April 10, 1978. 
Subsec. 212.1(3) amended by 1977-78, c. 32, subsec. 49(3), appli- 
cable in respect of dispositions after April 10, 1978. Subsec. 
212.1(3) formerly read: 
(3) Where taxpayer not dealing at arm’s length — For the 
purposes of this section, a taxpayer who is one of a group of 
less than ten persons who act in concert to control a corpora- 
tion shall be deemed not to deal with the corporation at arm’s 
length. 


(4) Where section does not apply — Notwith- 
standing subsection (1), this section does not apply 
in respect of a disposition by a non-resident corpora- 
tion of shares of a subject corporation to a purchaser 
corporation that immediately before the disposition 
controlled the non-resident corporation. 


Pre-RSC History: Subsec. 212.1(4) added by 1977-78, c. 32, 
subsec. 49(3), applicable to dispositions after April 10, 1978. 


Pre-RSC History [s. 212.1]: S. 212.1 added by 1977-78, c. 1, s. 
93, applicable in respect of dispositions after March 1977. 


Definitions [s. 212.1]: “amount” — 248(1); “arm’s length” — 
212.1(3)(c), 251(1); “Canada” — 255; “Canadian corporation” — 
89(1), 24801); “child” — 70(10), 252(1); “class of shares” — 
248(6); “control” — 212.1(3)(d); “corporation” — 248(1), Interpre- 
tation Act, 35(1); “dividend” — 248(1); “group” — 212.1(3)(d); 
“non-resident” — 248(1); “non-resident-owned investment corpora- 
tion” — 133(8), 248(1); “paid-up capital” — 89(1), 248(1); “per- 
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son” — 248(1); “received” — 248(7); “resident in Canada” — 250; 
“share” — 248(1); “spouse” — 252(4)(a); “trust” — 104(1), 108(1), 
248(1), (3). 

Interpretation Bulletins [s. 212.1]: IT-88R2: Stock dividends; 


IT-109R2: Unpaid amounts; IT-489R: Non-arm’s length sale of 
shares to a corporation. 


213. (1) Tax non-payable by non-resident per- 
son — Tax is not payable by a non-resident person 
under subsection 212(2) on a dividend in respect of a 
share of the capital stock of a foreign business cor- 
poration if not less than 90% of the total of the 
amounts received or receivable by it that are required 
to be included in computing its income for the taxa- 
tion year in which the dividend was paid was re- 
ceived or receivable in respect of the operation by it 
of public utilities or from mining, transporting and 
processing of ore in a country in which 


(a) if the non-resident person is an individual, the 
non-resident person resides; or 


(b) if the non-resident person is a corporation, in- 
dividuals who own more than 50% of its share 
capital (having full voting rights under all cir- 
cumstances) reside. 


(2) ldem — For the purposes of this section, if 90% 
of the total of the amounts received or receivable by 
a corporation that are required to be included in 
computing its income for a taxation year was re- 
ceived or receivable in respect of the operation by it 
of public utilities or from the mining, transporting 
and processing of ore, an amount received or receiv- 
able in that year from that corporation by another 
corporation shall, if it is required to be included in 
computing the receiving corporation’s income for 
the year, be deemed to have been received by the re- 
ceiving corporation in respect of the operation by it 
of public utilities or from the mining, transporting 
and processing of ore by it in the country in which 
the public utilities were operated or the mining, 
transporting and processing of ore was carried out by 
the payer corporation. 


(3) Corporation deemed to be _ foreign 
business corporation — For the purposes of this 
section, a corporation shall be deemed to be a for- 
eign. business corporation at a particular time if it 
would have been a foreign business corporation 
within the meaning of section 71 of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952 (as that section read in its application to the 
1971 taxation year), for the taxation year of the cor- 
poration in which the particular time occurred, if that 
section had been applicable to that taxation year. 
1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 

Definitions [S. 213]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “foreign 
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business corporation” — 213(3); “individual”, “non-resident”, “per- 
son” — 248(1); “taxation year” — 249. 
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Interpretation Bulletins [s. 213]: IT-109R2: Unpaid amounts. 


214. (1) No deductions — The tax payable under 
section 212 is payable on the amounts described 
therein without any deduction from those amounts 
whatever. 


Related Provisions: 216 — Option to pay tax on the net rather 
than the gross. 


1.T. Application Rules: 10(6) (tax limited to treaty rate). 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid amounts; IT-438R2:; Crown charges — resource properties 
in Canada; IT-465R: Non-resident beneficiaries of trusts. 


(2) Income and capital combined — Where 
paragraph 16(1)(b) would, if Part I were applicable, 
result in a part of an amount being included in com- 
puting the income of a non-resident person, that part 
of the amount shall, for the purposes of this Part, be 
deemed to have been paid or credited to the non-resi- 
dent person in respect of property, services or other- 
wise, depending on the nature of that part of the 
amount. 


Related Provisions: 214(12) — Application. 


Pre-RSC History: Subsec. 214(2) substituted by 1988, c. 55, 
subsec. 163(1), applicable with respect to amounts paid or payable 
after June 1988. Subsec. 214(2) formerly read: 


(2) Income and capital combined — Where subsection 
16(1) would, if Part I were applicable, require a part of a pay- 
ment to be included in computing the recipient’s income be- 
cause it can reasonably be regarded as a payment of interest, 
that part of the payment shall, for the purpose of this Part, be 
deemed to have been a payment of interest. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-265R3: 
Payments of income and capital combined. 


(3) Deemed payments — For the purposes of this 
Part, 


(a) where section 15 or subsection 56(2) would, if 
Part I were applicable, require an amount to be 
included in computing a taxpayer’s income, that 
amount shall be deemed to have been paid to the 
taxpayer as a dividend from a corporation resi- 
dent in Canada; 


(b) where paragraph 56(1)(f) would, if Part I 
were applicable, require an amount to be included 
in computing an individual’s income, that amount 
shall be deemed to have been paid to the individ- 
ual under an income-averaging annuity contract; 


(b.1) where paragraph 56(1)(y) would, if Part I 
were applicable, require an amount to be included 
in computing a taxpayer’s income, that amount 
shall be deemed to have been paid to the taxpayer 
to acquire an interest in a retirement compensa- 
tion arrangement; 


(c) where, because of subsection 146(8.1), (8.8), 
(8.91), (9), (10) or (12), an amount would, if Part 
I applied, be required to be included in comput- 
ing a taxpayer’s income, that amount shall be 
deemed to have been paid to the taxpayer as a 
payment under a registered retirement savings 
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plan or an amended plan (within the meaning as- 
signed by subsection 146(12)), as the case may 
be; 

(d) where, by virtue of subsection 147(10), (13) 
or (15), an amount would, if Part I were applica- 
ble, be required to be included in computing a 
taxpayer’s income, that amount shall be deemed 
to have been paid to the taxpayer as a payment 
under a deferred profit sharing plan or a plan re- 
ferred to in subsection 147(15) as a “revoked 
plan”, as the case may be; 


(e) where subsection 130.1(2) would, if Part I 
were applicable, deem an amount received by a 
shareholder of a mortgage investment corporation 
to have been received by the shareholder as inter- 
est, that amount shall be deemed to have been 
paid to the shareholder as interest on a bond is- 
sued after 1971; 


(f) where subsection 104(13) would, if Part I 
were applicable, require any part of an amount 
payable by a trust in its taxation year to a benefi- 
ciary to be included in computing the income of 
the non-resident person who is a beneficiary of 
the trust, that part shall be deemed to be an 
amount paid or credited to that person as. income 
of or from the trust on the earlier of 


(i) the day on which the amount was paid or 
credited, and 


(ii) the day that is 90 days after the end of the 
taxation year 


and not at any subsequent time when the amount 
was actually paid or credited; 


(f.1) where paragraph 132.1(1)(d) would, if Part I 
were applicable, require an amount to be included 
in computing a taxpayer’s income for a taxation 
year by reason of a designation by a mutual fund 
trust under subsection 132.1(1), that amount shall 
be deemed to be an amount paid or credited to 
that person as income of or from the trust on the 
day of the designation; 


(g) where an individual who is a beneficiary 
under a fund, plan or trust that was a registered 
home ownership savings plan (within the mean- 
ings assigned by subparagraphs 146.2(1)(a) and 
(h) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as they read in 
their application to the 1985 taxation year) on 
December 31, 1985 dies, an amount equal to the 
fair market value of the property in the fund, plan 
or trust at the time of death shall be deemed, for 
the purposes of section 212, to have been paid to 
the individual at the time of death as a payment 
out of or under a fund, plan or trust that was at 
the end of 1985 a registered home ownership sav- 
ings plan; 

(h) [Repealed under former Act] 

(i) where, because of subsection 146.3(4), (6), 
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(6.1), (7) or (11), an amount would, if Part I ap- 
plied, be required to be included in computing a 
taxpayer’s income, that amount shall be deemed 
to have been paid to the taxpayer as a payment 
under a registered retirement income fund; 


(j) where, by virtue of subsection 146.1(14), an 
amount would, if Part I were applicable, be re- 
quired to be included in computing a taxpayer’s 
income, that amount shall. be deemed. to have 
been paid to the taxpayer as a payment in respect 
of a registered education savings plan; 


(k) where, because of subsection 143.1(2), an 
amount distributed at any time by an amateur ath- 
lete trust would, if Part I were applicable, be re- 
quired to be included in computing an individ- 
ual’s income, that amount shall.be deemed. to 
have been paid at that time to the individual as a 
payment in respect of an amateur athlete trust; 
and 


(1) where, because of subsection 12(10.2), an 
amount would at any particular time, if Part I 
were applicable, be required to be included in 
computing a taxpayer’s income, that amount shall 
be deemed to have been paid by Her Majesty in 
right of Canada at that time to the taxpayer out of 
the taxpayer’s NISA Fund No. 2. 


Related Provisions: 214(3.1)— Time of deemed payment; 
227(6.1) — Repayment of non-resident shareholder loan. 


History: Para. 214(3)(c) substituted by 1994,.c. 21, subsec. 98(1), 
applicable to payments made after 1992. That para. formerly read: 


-(c) where, by virtue of subsection 146(8.1), (8.8), (8.91), (9), 

(10) or (12) or. 146.3(6.1), an amount would, if Part I were 
applicable, be required to be included in computing a tax- 
payer’s income, that amount shall be deemed to have been 
paid to the taxpayer as a payment under a registered retire- 
ment savings plan or a plan referred to in subsection 146(12) 
as an “amended plan’, as the case may be; 


Para. 214(3)(i) substituted by 1994, c. 21, subsec. 98(2), applicable 
to payments made after 1992. That para. formerly read: 


(i) where, by reason of subsection 146.3(4), (6), (7) or (11), 
an amount would, if Part I were applicable, be required to be 
included in computing a taxpayer’s income, that amount shall 
be deemed to have been paid to the taxpayer as a payment 
under a registered retirement income fund; 


Paras. 214(3)(k) and (1) added by 1994, c..7, Sch: VIII (1993, c. 24), 
subsec. 125(1), para. (k) applicable to amounts distributed after 
1991, and (1) applicable after 1990. 


Pre-RSC History: Para. 214(3)(i) amended. by 1990, c. 35, .s. 24, 
to substitute “146.3(4), (6), (7) or (11)” for “146.3(4), (6), (7) or 
(12)”, applicable with respect to payments made after 1988. 


Para. 214(3)(f.1) added and para. 214(3)(h) repealed by 1988, c. 55, 
subsecs. 163(2), (3). Para. 214(3)(f.1) applicable after 1988; repeal 
of para. 214(3)(h) applicable with respect to transactions entered 
into on or after September 13, 1988 other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10) commencing before 
September 13, 1988 and completed before 1989; or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue 
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before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Para. (h) formerly read: 


(h) where subsection 247(1) would, if Part I were applicable, 
require an amount to be included in computing a taxpayer’s 
income for a taxation year, that amount shall be deemed to 
have been paid at the end of that taxation year to the taxpayer 
as a dividend from a corporation resident in Canada; 


Para. 214(3)(b.1) added. by 1987, c. 46, s. 64, applicable with re- 
spect to amounts paid or credited after March 27, 1987. 


Para. 214(3)(g) substituted by 1986, c. 6, s. 117, applicable after 
1985. Para. (g) formerly read: 


(g) where, by virtue of subsection 146.2(8), (8.1), (9), (10), 
(12) or (15), an amount would, if Part L.were applicable, be 
required to be included in computing a taxpayer’s income, 
that amount shall be deemed to have been paid to the tax- 
payer as a payment under a registered home ownership sav- 
ings plan; 
Paras. 214(3)(c), (d), (g) and (i) substituted, 214(3)G) added by 
1980-81-82-83, c. 48, subsecs. 99(1)-(3), applicable with respect to 
amounts deemed to have been paid after December 11, 1979. Paras. 
(c), (d), (g) and (i) formerly read: 


(c) where subsection 146(10) or (12) would, if Part I were 
applicable, require an amount to be included in computing a 
taxpayer’s income, that amount shall be deemed to be an 
amount paid to the taxpayer as a payment under the registered 
retirement savings plan or the plan referred to in subsection 
146(12) as an “amended plan’, as the case may be; 


(d) where subsection 147(10) or (15) would, if Part I were 
applicable, require an amount to be included in computing a 
taxpayer’s income, that amount shall be deemed to be an 
amount paid to the taxpayer as a payment under the deferred 
profit sharing plan or the plan referred to in subsection 
147(15) as a “revoked plan”, as the case may be; 


(g) where subsection 146.2(8), (8.1) or (9) would, if Part I 
were applicable, require an amount to be included in comput- 
ing a taxpayer’s income, that amount shall be deemed to be 
an amount paid to the taxpayer as a payment from a trust gov- 
erned by a registered home ownership savings plan; 


(i) where subsection 146.3(4), (6), (7) or (12) would, if Part I 
were applicable, require an amount to be included in comput- 
ing a taxpayer’s income, that amount shall be deemed to be 
an amount paid to the taxpayer as a payment out of or under a 
registered retirement income fund. 


Para. 214(3)(i) added by 1977-78, c. 32, s. 50. 


Paras. 214(3)(a), (g) substituted, 214(3)(h) added by 1977-78, c. 1, 
subsecs. 94(1), (2), applicable after March 31, 1977. Paras. (a), (g) 
formerly read: 


(a) where section 15 or subsection 56(2) would, if Part I were 
applicable, require an amount to be included in computing a 
shareholder’s income, that amount shall be deemed to have 
been paid to the shareholder as a dividend; 


(g) where subsection 146.2(8) or (9) would, if Part I were ap- 
plicable, require an amount to be-included in computing a 
taxpayer’s income, that amount shall be deemed to be an 
amount paid to the taxpayer as a payment from a trust gov- 
erned by a registered home ownership savings plan. 


Paras. 214(3)(e)(g) added by 1974-75-76, c. 26, subsec. 119(1), 
applicable, as to para. 214(3)(e), to amounts deemed to be received 
by shareholders of mortgage investment corporations after 1973, as 
to para. 214(3)(f), to taxation years ending after November 18, 
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1974, and, as to para. 214(3)(g), to 1974 et seq. 


Subsec. 214(3) substituted by 1973-74, c. 30, subsec. 26(1), deemed 
in force February 19, 1973. Subsec. (3) formerly read: 


(3) Where section 15 or subsection 56(2) would, if Part I 
were applicable, require an amount to be included in comput- 
ing a shareholder’s income, that amount shall, for the purpose 
of this Part, be deemed to have been paid to the shareholder 
as a dividend. 
Selected Cases [subsec. 214(3)]: Minet Inc. v. Canada, [1996] 
3 C.T.C. 2108 (TCC) (Part XIII tax wrongly assessed against Cana- 
dian taxpayer instead of non-resident). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-96R6: 
Options to acquire shares, bonds or debentures and by trusts to ac- 
quire trust units; IT-109R2: Unpaid amounts; IT-119R3: Debts of 
shareholders, certain persons connected with shareholders, etc.; IT- 
421R2: Benefits to individuals, corporations and shareholders from 
loans. or debt; IT-432R2: Benefits conferred on shareholders; IT- 
465R: Non-resident beneficiaries of trusts; IT-468R: Management 
or administration fees paid to non-residents; IT-500R: RRSPs — 
death of an annuitant. 


Information Circulars: 77-16R4: Non-resident income tax; 72- 
22R9: Registered retirement savings plans. 


(3.1) Time of deemed payment — Except as oth- 
erwise expressly provided, each amount deemed by 
subsection (3) to have been paid shall be deemed to 
have been paid at the time of the event or transaction 
as a consequence of which the amount would, if Part 
I were applicable, be required to be included in com- 
puting a taxpayer’s income. 

Pre-RSC History: Subsec. 214(3.1) added by 1980-81-82-83, c. 


48, subsec. 99(4), applicable with respect to amounts deemed to 
have been paid after December 11, 1979. 


(4) Securities — Where, if section 76 were appli- 
cable in computing a non-resident person’s income, 
that section would require an amount to be included 
in computing the income, that amount shall, for the 
purpose of this Part, be deemed to have been, at the 
time the non-resident person received the security, 
right, certificate or other evidence of indebtedness, 
paid to the non-resident person on account of the 
debt in respect of which the non-resident person re- 
ceived it. 


Related Provisions: 214(5) — Interpretation. 


Interpretation Bulletins: IT-77R: Securities in satisfaction of an 
income debt; IT-88R2: Stock dividends; IT-109R2: Unpaid 
amounts. 


(5) Interpretation — Subsection (4) is enacted for 
greater certainty and shall not be construed as limit- 
ing the generality of the other provisions of this Part 
defining amounts on which tax is payable. 


(6) Deemed interest — Where, in respect of inter- 
est stipulated to be payable, on a bond, debenture, 
bill, note, mortgage or similar obligation that has 
been assigned or otherwise transferred by a non-resi- 
dent person to a person resident in Canada, subsec- 
tion 20(14) would, if Part I were applicable, require 
an amount to be included in computing the trans- 
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feror’s income, that amount shall, for the purposes of 
this Part, be deemed to be a payment of interest on 
that obligation made by the transferee to the trans- 
feror at the time of the assignment or other transfer 
of the obligation, if 


(a) the obligation was issued by a person resident 
in Canada; 


(b) the obligation was not an obligation described 
in paragraph (8)(a) or (b); and 
(c) the assignment or other transfer is not an as- 
signment or other transfer referred to in para- 
graph (7.1)(b). 

Related Provisions: 214(7.1) — Sale of obligation; 214(9) — 


Deemed resident; 214(11) — Application to non-resident-owned in- 
vestment corporation; 214(14) — Deemed assignment of obligation. 


History: Para. 214(6)(b) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 176(1), to substitute “described in paragraph (8)(a) or 
(b)” for “referred to in paragraph (8)(a), (b) or (c)”, applicable to 
obligations assigned or otherwise transferred after July 13, 1990. 
Pre-RSC History: Subsec. 214(6) substituted by 1973-74, c. 30, 
subsec. 26(2), applicable with respect to bonds, debentures, bills, 
notes or similar obligations issued after July 27, 1973. Subsec. 
214(6) formerly read: 


(6) Where, in respect of interest stipulated to be payable on 
an obligation that has been assigned or otherwise transferred 
by a non-resident person to a person resident in Canada, sub- 
section 20(14) would, if Part I were applicable, require an 
amount to be included in computing the transferor’s income, 
that amount shall, for the purposes of this Part, be deemed to 
be a payment of interest on that obligation made by the trans- 
feree to the transferor at the time of the assignment or other 
transfer of the obligation, if 


(a) the obligation was issued after June 18, 1971, and 


(b) the obligation was not an obligation referred to in 
subparagraph (8)(a)(i), (ii) or (111), 


and where the transferee is a non-resident-owned investment 
corporation, paragraph 212(1)(b) shall be read and construed 
without reference to subparagraph (i) thereof. 


Interpretation Bulletins: IT-410R: Debt obligations — accrued 
interest on transfer. 


Information Circulars: 77-16R4: Non-resident income tax. 


(7) Sale of obligation — Where 


(a) a non-resident person has at any time assigned 
or otherwise transferred to a person resident in 
Canada a bond, debenture, bill, note, mortgage or 
similar obligation issued by a person resident in 
Canada, 

(b) the obligation was not an excluded obligation, 
and 


(c) the assignment or other transfer is not an as- 
signment or other transfer referred to in para- 


graph (7.1)(b), 
the amount, if any, by which 


(d) the price for which the obligation was as- 
signed or otherwise transferred at that time, 


exceeds 
(e) the price for which the obligation was issued, 
shall, for the purposes of this Part, be deemed to be a 
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payment of interest on that obligation made by the 
person resident in Canada to the non-resident person 
at that time. 

Related Provisions: 16(6)—JIndexed debt obligations; 
214(7.1) — Sale of obligation; 214(8) — Meaning of “excluded ob- 
ligation”; 214(9) — Deemed resident; 214(10) — Reduction of tax; 
214(11) — Application to non-resident-owned investment corpora- 
tion; 214(14) — Deemed assignment of obligation; 215(5) — Regu- 
lations reducing amount to be deducted or withheld. 

Pre-RSC History: Subsec. 214(7) substituted by 1973-74, c. 30, 
subsec. 26(3), applicable. with respect to bonds, debentures, bills, 


notes or similar obligations issued after July 27, 1973. Subsec. 
214(7) formerly read: 


(7) Where’a person resident in Canada has issued or sold to a 
non-resident person a bond, debenture, bill, note, mortgage, 
hypothec or similar obligation, other than an excluded obliga- 
tion, issued after June 18, 1971 by a person resident in Can- 
ada, an amount equal to */ of the amount, if any, by which 


(a) the principal amount of the obligation 
exceeds 


(b) the price for which the obligation was issued or sold 
to the non-resident person, 


shall, for the purposes of this Part, be deemed:to be a pay- 
ment of interest made by the person resident in Canada to the 
_ non-resident person at the time of the issue or sale of the obli- 
gation to the non-resident person, except that where it is es- 
tablished that, at any subsequent time before the maturity of 
the obligation, the non-resident person has sold the obligation 
to a person resident in Canada, the amount of the tax under 
this Part that the non-resident person is liable to pay in re- 
spect thereof shall be deemed, for the purpose of subsection 
227(6), to be that proportion of the tax he would otherwise 
have been liable to pay in respect thereof that the number of 
days in the period commencing with the day the obligation 
was issued or sold to him and ending with the day the obliga- 
tion was sold by him is of the number of days in the period 
commencing with the day the obligation was issued or sold to 
him and ending with the date of its maturity. 


interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid amounts; IT-360R2: Interest payable in a foreign currency. 


Information Circulars: 77-16R4: Non-resident income tax. 


(7.1) Idem — Where 


(a) a person resident in Canada has at a particular 
time assigned or otherwise transferred an obliga- 
tion to a non-resident person, 


(b) the non-resident person has at a subsequent 
time assigned or otherwise transferred the obliga- 
tion back to the person resident in Canada, and 


(c) subsection (6) or (7) would apply with respect 
to the assignment or other transfer referred to in 
paragraph (b), if those subsections were read 
without reference to paragraphs (6)(c) and.(7)(c), 


the amount, if any, by which 


(d) the price for which the obligation was as- 
signed or otherwise transferred at the subsequent 
time, 


exceeds 


(e) the price for which the obligation was as- 
signed or otherwise transferred. at the particular 
time, 
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shall, for the purposes of this Part, be deemed 'to be a 
payment of interest on that obligation made by the 
person resident in Canada to the non-resident person 
at the subsequent time. 


Related Provisions: 214(11)— Application to non-resident- 


- owned investment corporation; 214(14) — Deemed assignment of 


obligation. 


Pre-RSC History: Subsec. 214(7.1) added by 1973-74, c. 30, 
subsec. 26(3), applicable with respect to bonds, debentures, bills, 
notes or similar obligations issued after July 27, 1973. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid amounts; IT-410R: Debt obligations — accrued interest on 
transfer. 


Information Circulars: 77-16R4: Non-resident income tax. 


(8) Meaning of “excluded obligation” — For 
the purposes of subsection (7), “excluded obligation” 
means any bond, debenture, bill, note, mortgage or 
similar obligation . 


(a) the interest on which is exempt from tax 
under this Part because of subparagraph 
212(1)(b)Gi), (1) or (vii); 

(b) that is prescribed to be a public issue security; 
or 


(c) that is not an indexed debt obligation and that 
was issued for an amount not less than 97% of 
the principal, amount thereof, and the yield from 
which, expressed in terms of an annual rate on 
the amount for which the obligation was issued 
(which annual rate shall,,.if the terms of the obli- 
gation or any agreement relating thereto, con- 
ferred on the holder thereof a right to demand 
payment of the principal amount of the obligation 
or the amount outstanding as or on account of the 
principal amount thereof, as the case may_ be, 
before the maturity of the obligation, be calcu- 
lated on the basis of the yield that produces the 
highest annual rate obtainable either on the ma- 
turity of the obligation or conditional.on the exer- 
cise of any such right) does not exceed 4/3 of the 
interest stipulated to be payable on the obligation, 
expressed in terms of an annual rate on 


(i) the principal amount thereof, if no amount 
is payable on account of the principal amount 
before the maturity of the obligation, and 


(ii) the amount outstanding from time to time 
as or on account of, the principal, amount 
thereof, in any other case. | 
History: That portion of para. 214(8)(c) preceding: subpara. (i) 
amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 125(2), to 
add “that is not an indexed debt obligation,and”, applicable to in- 
dexed debt obligations issued after October 16, 1991. 


| Subsec. 214(8) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 


sec. 176(2), applicable to obligations assigned or otherwise trans- 
ferred after July 13, 1990. Subsec. 214(8) formerly read: 


(8) Definition of “excluded obligation” — In subsection 
(7),“excluded obligation” means any bond, debenture, bill, 
note, mortgage or similar obligation, 


(a) referred to in subparagraph 212(1)(b)(ii) or (iii), 


(b) if, under the terms of the obligation or any agreement 
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relating thereto, the issuer thereof is not obliged to pay 
more than 25% of the principal amount thereof within 5 
years of the date of its issue except in the event of a fail- 
ure or default under the said terms or agreement, 

(c) that is prescribed to be a public issue security, or 


(d) that was issued for an amount not less than 97% of 
the principal amount thereof, and the yield from which, 
expressed in terms of an annual rate on the amount for 
which the obligation was issued (which annual rate shall, 
if the terms of the obligation or any agreement relating 
thereto conferred on the holder thereof a right to demand 
payment of the principal amount of the obligation or the 
amount outstanding as or on account of the principal 
amount thereof, as the case may be, before the maturity 
of the obligation, be calculated on the basis of the yield 
that produces the highest annual rate obtainable either on 
the maturity of the obligation or conditional on the exer- 
cise of any such right) does not exceed 4/3 of the interest 
stipulated to be payable on the obligation, expressed in 
terms of an annual rate on 

(i) the principal amount of the obligation, if no 

amount is payable on account of the principal 

amount before the maturity of the obligation, or 


(11) the amount outstanding from time to time as or 
on account of the principal amount of the obligation, 
in any other case. 


Pre-RSC History: Subsec. 214(8) was para. 214(8)(a). 


Para. 214(8)(b) repealed by 1973-74, c. 30, subsec. 26(4), applica- 
ble with respect to bonds, debentures, bills, notes or similar obliga- 
tions issued after July 27, 1973. Para. 214(8)(b) formerly read: 


(b) “principal amount” — “principal amount” in relation to 
any obligation means the amount that, under the terms of the 
obligation or any agreement relating thereto, is the maximum 
amount or maximum aggregate amount, as the case may be, 
payable on account of the obligation by the issuer thereof oth- 
erwise than as or on account of interest or as or on account of 
any premium payable by the issuer conditional upon the exer- 
cise by the issuer of a right to redeem the obligation before 
the maturity thereof. 


(9) Deemed resident — Where 


(a) the assignment or other transfer of an obliga- 
tion to a non-resident person carrying on business 
in Canada would be described in subsection (6) 
or (7) if those subsections were read without ref- 
erence to paragraphs (6)(c) and (7)(c) and if that 
non-resident person were a person resident in 
Canada, and 


(b) that non-resident person 


(i) may deduct, under subsection 20(14), in 
computing the non-resident person’s taxable 
income earned in Canada for a taxation year 
an amount in respect of interest on the obliga- 
tion, or 


(ii) may deduct, under Part I, in computing the 
non-resident person’s taxable income earned 
in Canada for a taxation year an amount in re- 
spect of any amount paid on account of the 
principal amount of the obligation, 


the non-resident person shall, with respect to the as- 
signment or other transfer of the obligation, be 
deemed, for the purposes of this Part, to be a person 
resident in Canada. 


Income Tax Act 


Related Provisions: 214(14) — Assignment of obligation. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid amounts; IT-410R: Debt obligations — accrued interest on 
transfer. 


(10) Reduction of tax — Where a non-resident 
person has assigned or otherwise transferred to a per- 
son resident in Canada an obligation 


(a) on which an amount of interest was deemed 
by subsection (6) or (7) to have been paid, and 


(b) that the non-resident person had previously 
acquired from a person resident in Canada, 


the amount of the tax under this Part that the non- 
resident person is liable to pay in respect thereof 
shall be deemed, for the purpose of subsection 
227(6), to be that proportion of the tax the non-resi- 
dent person would otherwise have been liable to pay 
in respect thereof that : 


(c) the number of days in the period commencing 
with the day the obligation was last acquired by 
the non-resident person from a person resident in 
Canada and ending with the day the obligation 
was last assigned or otherwise transferred by the 
non-resident person to a person resident in 
Canada 
is of 

(d) the number of days in the period commencing 
with the day the obligation was issued and ending 
with the day the obligation was last assigned or 
otherwise transferred by the non-resident person 
to a person resident in Canada. 


Related Provisions: 
obligation. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid amounts; IT-410R: Debt obligations — accrued interest on 
transfer. 


214(14) — Deemed assignment of 


(11) Application of para. 212(1)(b) — In respect 
of any payment of interest deemed by subsection (6), 
(7) or (7.1) to have been made by a non-resident- 
owned investment corporation on the assignment or 
other transfer of an obligation, paragraph 212(1)(b) 
shall be read and construed without reference to sub- 
paragraph 212(1)(b)(i). 


(12) Where subsec. (2) does not apply — Sub- 
section (2) does not apply in respect of a payment to 
a non-resident person under any obligation in respect 
of which that person is liable to pay tax under this 
Part by reason of subsection (7) or (7.1). 


Pre-RSC History: Subsecs. 214(9)-(12) substituted by 1973-74, 
c. 30, subsec. 26(5), applicable with respect to bonds, debentures, 
bills, notes or similar obligations issued after July 27, 1973. Sub- 
secs. 214(9)-(12) formerly read: 


(9) Where, in respect of a transfer or other assignment of an 
obligation referred to in subsection (6), a non-resident person 
carrying on business in Canada may deduct, under subsection 
20(14), in computing his income from the business for a taxa- 
tion year an amount in respect of interest on the obligation, 
the non-resident person shall, with respect to the assignment 
or other transfer of the obligation, be deemed, for the pur- 
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poses of this Part, to be a person resident in Canada. 


(10) Where, in respect of. an issue or sale of an obligation 
referred to in subsection (7), a non-resident person carrying 
on business in Canada is required, under Part I, to include the 
price for which the obligation was issued or sold in comput- 

- ing his income from the business for a taxation year, the non- 
resident person shall, with respect to the issue or sale of the 
obligation, be deemed, for the purposes of this Part, to. be a 
person_resident in Canada. 


(11) In respect of any payment of interest deemed by subsec- 
tion (7) to have been made by a non-resident-owned invest- 
ment corporation on the issue or sale of an obligation, para- 
graph 212(1)(b) shall be read and construed without reference 
to subparagraph (i) thereof. 


(12) Subsection (2) does not apply in respect of a payment to 
a non-resident person under any obligation in respect of 
which that person is liable to pay tax under this Part by virtue 
of subsection (7). 


(13) Regulations respecting residents — The 
Governor in Council may make general or special 
regulations, for the purposes of this Part, prescribing 


(a) who is or has been at any time resident in 
Canada; 


(b) where a person was resident in Canada as 
well as in some other place, what amounts are 
taxable under this Part; and 


(c) where a non-resident person carried on busi- 
ness in Canada, what amounts are taxable under 
this Part or what portion of the tax under this Part 
is payable by that person. 


Regulations: 802 (amounts taxable). 


(14) Assignment of obligation — For the pur- 
poses of this section, any transaction or event by 
which an obligation held by a non-resident person is 
redeemed in whole or in part or is cancelled shall be 
deemed to be an assignment of the obligation by the 
non-resident person. 

Pre-RSC History: Subsec. 214(14) added by 1973-74, c. 30, sub- 


sec. 26(6), applicable with respect to bonds, debentures, bills, notes 
or similar obligations issued after July 27, 1973. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid amounts; IT-360R2: Interest payable in a foreign currency. 


(15) Standby charges and guarantee fees — 
For the purposes of this Part, 


(a) where a non-resident person has entered into 
an agreement under the terms of which the non- 
resident person agrees to guarantee the repay- 
ment, in whole or in part, of the principal amount 
of a bond, debenture, bill, note, mortgage or simi- 
lar obligation of a person resident in Canada, any 
amount paid or credited as consideration for the 
guarantee shall be deemed to be a repayment of 
interest on that obligation; and 


(b) where a non-resident person has entered into 
an agreement under the terms of which the non- 
resident person agrees to lend money, or to make 
money available, to a person resident in Canada, 
any amount paid or credited as consideration for 
so agreeing to lend money or to make money 
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available shall, if the non-resident person would 
be liable to tax under this Part in respect of inter- 
est payable on any obligation issued under the 
terms of the agreement on the date it was entered 
into, be deemed to be a payment of interest. 


Pre-RSC History: Para. 214(15)(b) substituted by 1979, c. 5, s. 
63, applicable in respect of amounts paid or credited after 1977. 
Para. 214(15)(b) formerly read: 


(b) where a non-resident person has entered into an agree- 
ment under the terms of which he agrees to lend money, or to 
make money available, to a person resident in Canada, any, 
amount paid or credited as consideration for so agreeing to 
lend money or to make money available shall be deemed. to 
be a payment of interest. 


Subsec. 214(15) added by 1974-75-76, c. 26, subsec. 119(2), appli- 
cable in respect of amounts paid or credited after November 18,. 
1974. 


Selected Cases [subsec. 214(15)]: The Queen v. Melford De- 
velopments Inc., [1982] C.T.C, 330 (SCC) (Annual payments in 
consideration for loan guarantee not “interest” and not subject to 
withholding tax under terms of Canada-Germany Income Tax 
Agreement; but see now Income Tax Conventions Interpretation 
Act, s. 3). 


Advance Tax Rulings: ATR-49: Long-term foreign debt. 


Definitions [s. 214]: “amateur athlete trust” — 143.1(1)(a),. 
248(1); “amount” — 248(1); “assignment” — 214(14); “busi- 
ness” — 248(1); “Canada” — 255; “corporation” — 248(1), Inter- 
pretation Act 35(1); “deferred profit sharing plan” — 147(1),) 
248(1); “dividend” — 248(1); “excluded obligation” — 214(8); 
“Governor in Council” — Interpretation Act 35(1); “income-aver- 
aging annuity contract” — 61(4), 248(1); “indexed debt obligation”, 
“individual” — 248(1); “mutual fund trust” — 132(6), 248(1); 
“NISA Fund No. 2”, “non-resident” — 248(1); “non-resident- 
owned investment corporation” — 133(8), 248(1); “person”, “pre- 
scribed”, “principal amount”, “property” — 248(1); “registered edu- 
cation savings plan” — 146.1(1), 248(1); “registered retirement in- 
come fund” — 146.3(1), 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “regulation” — 248(1); “resident in Can- 
ada” — 250; “retirement compensation arrangement”, “share- 
holder”. — 248(1); “taxable income earned in Canada” — 115(1), 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “trust” 
104(1), 248(1), (3). 


215. (1) Deduction and payment of tax — 
When a person pays or credits: or is deemed to have 
paid or credited an amount on which an income tax 
is payable under this Part, the person shall, notwith- 
standing any agreement or law to the contrary, de- 
duct or withhold therefrom. the amount of the tax and 
forthwith remit that amount to the Receiver General 
on behalf of the non-resident person on account of 
the tax and shall submit therewith a statement in pre- 
scribed form. 

Related Provisions: 215(5)—'Regulations reducing deduction 
or withholding; 215(6) — Liability for tax; 227 — Withholding 
taxes — administration and enforcement; 227.1 — Liability of. di- 
rectors; 248(7)(b)(i) — Remittance deemed made when received. 


Selected Cases [subsec. 215(1)]: Curragh Inc. v. Canada, 
[1995] 1 C.T.C. 2163 (TCC) (Withholding required if payor knows 
that non-resident is beneficial owner of. amount to be. paid); 
Wenger’s Ltd. v. MNR, [1992] 2 C.T.C. 2479 (TCC) (Late payment 
“surcharge” on sale price of goods was “interest”); Nestle Enter- 
prises Ltd. v. MNR, [1991] 2 C.T.C. 2627 (TCC) (Penalty and inter- 
est upheld on grounds taxpayer had failed to “forthwith remit” with- 
holding tax); Forest et al. v. The Queen, 80. DTC 6149 (FCTD) 
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(Payments into non-residents’ Canadian RRSPs not subject to with- 
holding tax). 

Regulations: 105; 202 (information return); 805 (where withhold- 
ing not required); 809 (reduction in withholding). 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-465R: 
Non-resident beneficiaries of trusts. 


Information Circulars: 77-16R4: Non-resident income tax. 


Advance Tax Rulings: ATR-49: Long-term foreign debt; ATR- 
69: Withholding tax on interest paid to non-resident persons;. 


Forms: NR4B Summ: Return of amounts paid or credited to non- 
residents of Canada; NR7-R: Application for refund of non-resident 
tax withheld; T3 Sched. 10: Calculation of Part XII.2 tax and Part 
XIII non-resident withholding tax. 


(2) Idem — Where an amount on which an income 
tax is payable under this Part is paid or credited by 
an agent or other person on behalf of the debtor ei- 
ther by way of redemption of bearer coupons or war- 
rants or otherwise, the agent or other person by 
whom the amount was paid or credited shall, not- 
withstanding any agreement or law to the contrary, 
deduct or withhold and remit the amount of the tax 
and shall submit therewith a statement in prescribed 
form as required by subsection (1) and shall there- 
upon, for purposes of accounting to or obtaining re- 
imbursement from the debtor, be deemed to have 
paid or credited the full amount to the person other- 
wise entitled to payment. 

Related Provisions: 215(5) — Regulations reducing deduction 
or withholding; 215(6) — Liability for tax; 227(8)-(8.4) — Liabili- 
ties arising from failure to withhold or deduct amount; 227.1 — Li- 
ability of directors. 


Regulations: 202(2) (information return); 805 (where withholding 
not required); 809 (reduction in withholding). 


(3) Idem — Where an amount on which an income 
tax is payable under this Part was paid or credited to 
an agent or other person for or on behalf of the per- 
son entitled to payment without the tax having been 
deducted or withheld under subsection (1), the agent 
or other person shall, notwithstanding any agreement 
or law to the contrary, deduct or withhold therefrom 
the amount of the tax and forthwith remit that 
amount to the Receiver General on behalf of the per- 
son entitled to payment in payment of the tax and 
shall submit therewith a statement in prescribed 
form, and the agent or other person shall thereupon, 
for purposes of accounting to the person entitled to 
payment, be deemed to have paid or credited that 
amount to that person. 

Related Provisions: 215(5) — Regulations reducing deduction 
or withholding; 215(6) — Liability for tax; 216(4) — Optional 
method of payment; 227(8)-(8.4) — Liabilities arising from failure 
to withhold or deduct amount; 227.1 — Liability of directors. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Regulations: 202(3) (information return); 805 (where withholding 
not required); 809 (reduction in withholding). 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents. 


Forms: NR1: Return of income received from sources within the 
United States on behalf of non-residents of Canada; NR7-R: Appli- 


Income Tax Act 


cation for refund of non-resident tax withheld. 


(4) Regulations creating exceptions — The 
Governor in Council may make regulations with ref- 
erence to any non-resident person or class of non- 
resident persons who carries or carry on business in 
Canada, providing that subsections (1) to (3) are not 
applicable to amounts paid to or credited to that per- 
son or those persons and requiring the person or per- 
sons to file an annual return on a prescribed form 
and to pay the tax imposed by this Part within a time 
limited in the regulations. 

Related Provisions: 162(7) — Penalty for failure to comply with 
regulation; 227(9) — Penalty on tax not paid; 227(9.3) — Interest 
on tax not paid; 227.1 — Liability of directors; 235 — Penalty for 
failure to make returns. 


Regulations: 800, 801, 803. 


Forms: T2016: Part XIII tax return — tax on income from Canada 
of registered non-resident insurers. 


(5) Regulations reducing deduction or with- 
holding — The Governor in Council may make 
regulations in respect of any non-resident person or 
class of non-resident persons to whom any amount is 
paid or credited as, on account of, in lieu of payment 
of or in satisfaction of, any amount described in any 
of paragraphs 212(1)(f), (h), (j) to (m) and (q) reduc- 
ing the amount otherwise required by any of subsec- 
tions (1) to (3) to be deducted or withheld from the 
amount so paid or credited. 


Related Provisions: 190.15(6) — Related financial institution; 
212(1) — Tax on Canadian income of non-residents; 212(2) — Tax 
on dividends; 227.1 — Liability of directors. 


History: Subsec. 215(5) substituted by 1994, c. 7, Sch. II (1991, c. 
49), s. 177, applicable to amounts paid or credited after July 13, 
1990. Subsec. 215(5) formerly read: 


(5) Regulations reducing amount to be deducted or with- 
held — The Governor in Council may make regulations with 
reference to any non-resident person or class of non-resident 
persons to whom any amount is paid or credited as, on ac- 
count or in lieu of payment of, or in satisfaction of, any 
amount described in paragraph 212(1)(f), (h), (j), (k), (), (m) - 
or (q) reducing the amount otherwise required by subsections 
(1) to (3) to be deducted or withheld from the amount so paid 
or credited. 


Pre-RSC History: Subsec. 215(5) substituted by 1980-81-82-83, 
c. 48, s. 100, applicable with respect to payments made after 1979. 
Subsec. 215(5) formerly read: 


(5) The Governor in Council may make regulations with ref- 
erence to any non-resident person or class of non-resident 
persons to whom any amount is paid or credited as, on ac- 
count or in lieu of payment of, or in satisfaction of, any 
amount described in paragraph 212(1)(f) or (h) or in any of 
paragraphs 212(1)(j) to (m) reducing the amount otherwise 
required by subsections (1) to (3) to be deducted or withheld 
from the amount so paid or credited. 


Subsec. 215(5) substituted by 1976-77, c. 4, s. 72, applicable to 
1975 et seg. Subsec. 215(5) formerly read: 


(5) The Governor in Council may make regulations with ref- 
erence to any non-resident person or class of non-resident 
persons to whom any amount is paid or credited as, on ac- 
count or in lieu of payment of, or in satisfaction of, any 
amount described in paragraph 212(1)(f) or in any of 
paragraphs 212(1)(h) to (m) reducing the amount otherwise 
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required by subsections (1) to (3) to be deducted or withheld 
from the amount so paid or credited. 


Subsec. 215(5) substituted by 1974-75-76, c. 26, s. 120, applicable 
to 1974 et seq. Subsec. 215(5) formerly read: 


(5) The Governor in Council may make regulations with ref- 
erence to any non-resident person or class of non-resident 
persons to whom any amount is paid or credited as, on ac- 
count or in lieu of payment of, or in satisfaction of, any 
amount described in any of paragraphs 212(1)(h) to (m) re- 
ducing the amount otherwise required by subsections (1) to 
(3) to be deducted or withheld ftom the amount so paid or 
credited. 


Subsec. 215(5) substituted by 1973-74, c. 30, s. 27. 


Regulations: 805 (where withholding not required); 809 (reduc- 
tion in withholding). 


Forms: NRS: Application by a non-resident of Canada for a reduc- 
tion in the amount of non-resident tax required to be withheld; NR7- 
R: Application for refund of non-resident tax withheld. 


(6) Liability for tax — Where a person has failed 
to deduct or withhold any amount as required by this 
section from an amount paid or credited or deemed 
to have been paid or credited to a non-resident per- 
son, that person is liable to pay as tax under this Part 
on behalf of the non-resident person the whole of the 
amount that should have been deducted or withheld, 
and is entitled to deduct or withhold from any 
amount paid or credited by that person to the non- 


resident person or otherwise recover from the non- | 


resident person any amount paid by that person as 
tax under this Part on behalf thereof. 


Related Provisions: 227(8.4) — Parallel provision for other 
withholding taxes; 227.1 — Liability of directors where corporation 
fails to withhold. 


Selected Cases [subsec. 215(6)]: Harrowston Corp. v. Can- 
ada, [1997] 1 C.T.C. 101 (FCA) (Liability to pay tax did not result 
in deductible bad debt); Crown: Forest Industries Ltd.-v. Canada, 
[1992] 2 C.T.C. 1 (FCTD); aff'd (Nov. 8, 1993), Doc. A-1103-92, 
A-1104-92, A-1105-92 (FCA) (Corporation liable to, but exempt 
from, US tax was resident in US under treaty by virtue of place of 
management and business); Alberta Gas Ethylene Co. Ltd. v. Can- 
ada, [1990] 2 C.T.C. 171 (FCA) (Interest on loan by non-resident 
subsidiary to resident parent subject to withholding tax; agency ar- 
gument rejected); The Queen v. Saint John Shipbuilding and Dry 
Dock Co. Ltd., [1980] C.T.C. 352 (FCA). (Payments for use of data 
stored on computer tape not taxable); The Queen v. Farmparts Dis- 
tributing Ltd., [1980] C.T.C. 205 (FCA) (Payments for merchandis- 
ing technique were taxable within scope of “plan”, “process” or 
“property”; payments for right to buy and sell machine not “rent, 
royalties or similar payments’). 


Definitions [s. 215]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “Governor in Council” — Interpretation Act 35(1); 


“non-resident”, “person”, “prescribed”, “regulation” — 248(1). 


Interpretation Bulletins [s. 215]: IT-88R2: Stock dividends; IT- 
109R2: Unpaid amounts; IT-362R: Patronage dividends. 


216. (1) Alternatives re rents and timber roy- 
alties — Where an amount has been paid during a 
taxation year to a non-resident person or to a partner- 
ship of which that person was a member as, on ac- 
count of, in lieu of payment of or in satisfaction of, 
rent on real property in Canada or a timber royalty, 
that person may, within 2 years (or, where that per- 
son has filed an undertaking described in subsection 


S. 216(1) 


(4) in respect of the year, within 6 months) after the 
end of the year, file a return of income under Part I 
in the form prescribed for a person resident in Can- 
ada for that year and the non-resident person shall, 
without affecting the liability of the non-resident 
person for tax otherwise payable under Part I, there- 
upon be liable, in lieu of paying tax under this Part 
on that amount, to pay tax under Part I for the year 
as though 


(a) the non-resident person were a person resident 
in Canada and not exempt from tax under section 
149; 


(b) the non-resident person’s income from the 
non-resident person’s interest in real property in 
Canada, timber resource properties and timber 
limits in Canada and the non-resident person’s 
share of the income of a partnership of which the 
non-resident person was a member from its inter- 
est in real property in Canada, timber resource 
properties and timber limits in Canada were the 
non-resident person’s only income; 


(c) the non-resident person were entitled to no de- 
ductions from income for the purpose of comput- 
ing the non-resident person’s taxable income; and 


(d) the non-resident person were entitled to no 
deductions under sections 118 to 118.9 in com- 
puting the non-resident person’s tax payable 
under Part I for the year. 


Related Provisions: 13(21)— “Timber resource property”; 
96 — Partnerships and their members; 120(1) — Additional tax on 
income not earned in a province; 150.1(5) — Electronic filing; 
216(8) — Restriction on deduction; 220(3) — Extension of time for 
making return; 248(4) — Interest in real property. 


History: That portion of subsec. 216(1) preceding para. (a) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), s. 178, applicable to taxa- 
tion years ending after July 13, 1990. That portion formerly xead: 


216. (1) Alternative re rents and timber royalties — Where 
an amount has been paid during a taxation year to a non-resi- 
dent person, or to a partnership of which the non-resident per- 
son was a member, as, on account or in lieu of payment of, or 
in satisfaction of, rent on real property in Canada or a timber 
royalty, the non-resident person may, within 2 years from the 
end of the taxation year, file a return of income under Part I 
in the form prescribed for a person resident in Canada for that 
taxation year and shall, without affecting the non-resident 
person’s liability for tax otherwise payable under Part I, 
thereupon be liable, in lieu of paying tax under this Part on 
that amount, to pay tax under Part I for that taxation year as 
though 


Pre-RSC History: Para. 216(1)(c) substituted and para. 216(1)(d) 
added by 1988, c. 55, subsec. 164(1), applicable to 1988 ef seq. 
Para. 216(1)(c) formerly read: 


(c) he were not entitled to any deduction from income for the 
purpose of computing taxable income. 


All that portion of subsec. 216(1) preceding para. (a), para. 
216(1)(b) substituted by 1974-75-76, c. 26, subsecs. 121(1), (2), ap- 
plicable to taxation years ending after May 6, 1974. That portion of 
subsec. 216(1), para. 216(1)(b) formerly read: 


216. (1) Where an amount has been paid during a taxation 
year to a non-resident person as, on account or in lieu of pay- 
ment of, or in satisfaction of, rent on real property in Canada 
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or a timber royalty, he may, within 2 years from the end of 
the taxation year, file a return of income under Part I in the 
form prescribed for a person resident in Canada for that taxa- 
tion year and he shall, without affecting his liability for tax 
otherwise payable under Part I, thereupon be liable, in lieu of 
paying tax under this Part on that amount, to pay tax under 
Part I for that taxation year as though 


(b) his interest in real property in Canada or timber limits 
in Canada were his only source of income, and 


Selected Cases [subsec. 216(1)]: The Queen v. Merali, [1988] 
1 C.T.C. 320 (FCA) (Non-capital losses not deductible to non-resi- 
dent electing under provision carried forward to year in respect of 
which taxpayer became resident). 


Interpretation Bulletins: IT-81R: Partnerships — income of 
non-resident partners; IT-88R2: Stock dividends; IT-109R2: Unpaid 
amounts; IT-120R4: Principal residence; IT-121R3: Election to cap- 
italize cost of borrowed money; IT-393R2: Election re tax on rents 
and timber royalties — non-residents; IT-434R: Rental of real prop- 
erty by individual; IT-478R: CCA — recapture and terminal loss. 


Information Circulars: 77-16R4: Non-resident income tax. 


Forms: T1 General: Individual income tax return; T2: Corporation 
income tax return; T2'Short: A simpler return for eligible corpora- 
tions; T3: Trust income tax and information return; NR6: Undertak- 
ing to file an income tax return by a non-resident receiving rent 
from real property or receiving a timber royalty. 


(2) Idem — Where a non-resident person has filed a 
return of income under Part I as permitted by this 
section, the amount deducted under this Part from 


(a) rent on real property or from timber royalties 
paid to the person, and 


(b) the person’s share of the rent on real property 
or from timber royalties paid to a partnership of 
which the person is a member 


and remitted to the Receiver General shall be 
deemed to have been paid on account of tax under 
this section and any portion of the amount so remit- 
ted to the Receiver General in a taxation year on the 
person’s behalf in excess of the person’s liability for 
tax under this Act for the year shall be refunded to 
the person. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Subsec, 216(2) substituted by 1974-75-76, c. 26, subsec. 121(3), ap- 
plicable to taxation years ending after May 6, 1974. Subsec. 216(2) 
formerly read: = 


(2) Where a non-resident person has filed a return of income 
under Part I as permitted by this section, the amount deducted 
under this Part from rent payments to him or from timber roy- 
alties paid to him and remitted to the Receiver General of 
Canada shall be deemed to have been paid on account of tax 
under this section and any portion of the amount so remitted 
to the Receiver General of Canada in a taxation year in excess 
of the tax under this section for the year shall be refunded to 
him. 


(3) ldem — Part I is applicable, with such modifica- 
tions as the circumstances require, to payment of tax 


“The words “non-resident person or member” should be “elector”. 


“The words “non-resident person or member” are correct here. 
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under this section. 


(4) Optional method of payment — Where a 
non-resident person or each non-resident person who 
is a member of a partnership has filed with the Min- 
ister an undertaking in prescribed form to file a re- 
turn of income under Part I for a taxation year as 
permitted by this section but within 6 months from 
the end of the taxation year, a person who is other- 
wise required by subsection 215(3) to remit in the 
year an amount to the Receiver General in payment 
of tax on rent on real property or in payment of tax 
on a timber royalty may elect, by virtue of this sec- 
tion, not to remit under that subsection but if the 
non-resident person or member does so elect 


(a) the non-resident person or member. shall, 
when any amount is available out of the rent or 
royalty received for remittance to the non-resi- 
dent person or the partnership, as the case may 
be, deduct therefrom 25% thereof and remit the 
amount deducted to the Receiver General on be- 
half of the non-resident person or the partnership 
on account of the tax under this Part, and 


(b) the non-resident person or member’ shall, if 
the non-resident person or each non-resident per- 
son who is a member of the partnership 


(1) does not file a return for the taxation year 
in accordance with the undertaking filed by 
the non-resident person or member with the 
Minister, or 


(11) does not pay t the tax the non-resident per- 
son or member is liable to pay for the taxa- 
tion year under this section within the time 
limited for payment, 


pay to the Receiver General, on the expiration of 
the time for filing or payment, as the case may 
be, the full amount that the non-resident person 
or member would otherwise have been required 
to remit in the year minus the amounts that the 
non-resident person or member’ has remitted in 
the year under paragraph (a). 
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Related Provisions: 96 — Partnerships and their members; 
216(1) — Alternative re rents and timber royalties. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by ,1980-81-82-83, c. 48, s. 115. 


All that portion of subsec. 216(4) preceding subpara. (b)(i) substi- 
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tuted by 1974-75-76, c. 26, subsec. 121(4), applicable to taxation 

years ending after May 6, 1974. That portion of subsec. 216(4) for- 

merly read: 
(4) Where a non-resident person has filed with the Minister 
an undertaking in prescribed form to file a return of income 
under Part I for a taxation year as permitted by this section 
but within 6 months from the end of the taxation year, a per- 
son who is otherwise required by subsection 215(3) to remit 
in the year an amount to the Receiver General of Canada in 
payment of tax on rent on real property or in payment of tax 
on a timber royalty may elect, by virtue of this section, not to 
remit under that subsection but if he does so elect 


(a) he shall, when any amount is available out of the rent 
or royalty received for remittance to the non-resident per- 
son, deduct therefrom 25% thereof and remit the amount 
deducted to the Receiver General of Canada on behalf of 
the non-resident person on account of the tax under this 
Part, and 


(b) he shall, if the non-resident person 


Forms: NR6: Undertaking to file an income tax return by a non- 
resident receiving rent from real property or receiving a timber roy- 
alty; T1159: Income tax return for individuals electing under s. 216. 


(5) Disposition by non-resident of interest in 
real property, timber resource property or 
timber limit — Where a person or a trust of which 
that person is a beneficiary has filed a return of in- 
come under Part I for a taxation year as permitted by 
this section or as required by section 150 and, in 
computing the amount of the person’s income under 
Part I an amount has been deducted under paragraph 
20(1)(a), or is deemed by subsection 107(2) to have 
been allowed under that paragraph, in respect of real 
property in Canada, a timber resource property or a 
timber limit in Canada, the person shall, within the 
time prescribed by section 150 for filing a return of 
income under Part I, file a return of income under 
Part I, in the form prescribed for a person resident in 
Canada, for any subsequent taxation year in which 
the person was a non-resident person and in which 
that real property, timber resource property or timber 
limit or any interest therein is disposed of, within the 
meaning of section 13, by the person or by a partner- 
ship of which the person is a member, and the person 
shall, without affecting the person’s liability for tax 
otherwise payable under Part I, thereupon be liable, 
in lieu of paying tax under this Part on any amount 
paid, or deemed by this Part to have been paid to the 
person or to a partnership of which the person is a 
member in that subsequent taxation year in respect 
of any interest in real property, timber resource prop- 
erty or timber limit in Canada, to pay tax under Part I 
for that subsequent taxation year as though 


(a) the person were a person resident in Canada 
and not exempt from tax under section 149; 


(b) the person’s income from the person’s interest 
in real property, timber resource property or tim- 
ber limits in Canada and the person’s share of the 
income of a partnership of which the person was 
a member from its interest in real property, tim- 
ber resource property or timber limits in Canada 
were the person’s only income; 
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(c) the person were entitled to no deductions from 
income for the purpose of computing the person’s 
taxable income; and 


(d) the person were entitled to no deductions 
under sections 118 to 118.9 in computing the per- 
son’s tax payable under Part I for the year. 


Related Provisions: 150.1(5) — Electronic filing; 216(6) — 
Saving provision; 216(7) — Election; 216(8) — Restriction on de- 
duction; 248(4) — Interest in real property. 


Pre-RSC History: Para. 216(5)(c) substituted and para. 216(5)(d) 
added by 1988, c. 55, subsec. 164(2), applicable to 1988 et seq. 
Para. 216(5)(c) formerly read: 


(c) he were not entitled to any deduction from income for the 
purpose of computing his taxable income. 


Subsec. 216(5) substituted by 1974-75-76, c. 26, subsec. 121(5), ap- 
plicable to dispositions of property after May 6, 1974. Subsec. 
216(5) formerly read: 


(5) Where a non-resident person has filed a return of income 
under Part I for a taxation year as permitted by this section 
and has, in computing his income under Part I for that year, 
deducted an amount under paragraph 20(1)(a) in respect of 
real property in Canada or a timber limit in Canada, he shall, 
within the time prescribed by section 150 for filing a return of 
income under Part I, file a return of income under Part I, in 
the form prescribed for a person resident in Canada, for any 
subsequent taxation year in which that real property or timber 
limit or any interest therein is disposed of, within the mean- 
ing of section 13, by him, and he shall, without affecting his 
liability for tax otherwise payable under Part I, thereupon be 
liable, in lieu of paying tax under this Part on any amount 
paid to him or deemed by this Part to have been paid to him 
in that subsequent taxation year in respect of any interest of 
that person in real property in Canada or timber limits in Can- 
ada, to pay tax under Part I for that subsequent taxation year 
as though 


(a) he were a person resident in Canada, 


(b) his interest in real property in Canada or timber limits 
in Canada were his only source of income, and 


(c) he were not entitled to any deduction from income in 
computing his taxable income. 


Selected Cases [subsec. 216(5)]: The Queen y. Arnos et al., 
[1982] 1 C.T.C. 186 (FCA) (Under Canada-U.S. Tax Convention; 
recapture not applicable to non-resident beneficiary after Canadian 
trustee transferred property on which capital cost allowance was de- 
ducted); Deitcher v. The Queen, [1979} C.T.C. 500 (FCTD) (Capital 
cost allowance deducted by non-resident electing to be taxed as res- 
ident recaptured on sale of property); Bessemer Trust Co. v. MNR, 
[1973] C.T.C. 12 (FCA) (Capital cost allowance deducted by non- 
resident trust electing to be taxed as resident recaptured on sale of 
property). 


(6) Saving provision — Subsection (5) does not 
apply to require a non-resident person 


(a) to file a return of income under Part I for a 
taxation year unless, by filing that return, there 
would be included in computing the non-resident 
person’s income under Part I for that year an 
amount by virtue of section 13; or 


(b) to include in computing the non-resident per- 
son’s income for a taxation year any amount to 
the extent that that amount has been included in 
computing the non-resident person’s taxable in- 
come earned in Canada for that taxation year by 
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virtue of any provision of this Act other than sub- 
section (5). 
Related Provisions: 13(1) — Recaptured depreciation. 
Pre-RSC History: Para. 216(6)(a) substituted by 1977-78, c. 1, s. 


95, applicable in respect,of taxation years commencing after May 
26, 1976, to substitute “section 13” for“subsection 13(1) or (1.1)”. 


Subsec. 216(6) substituted by 1974-75-76, c. 26, subsec.-121(5), ap- 
plicable to dispositions of property after May 6, 1974. Subsec. 
216(6) formerly read: 


(6) Saving provision — Subsection (5) does not apply to re- 
quire a non-resident person to file a return of income under 
Part I for a taxation year unless, by filing that return, there 
would be included in computing his income under Part I for 
that year an amount by virtue of subsection 13(1). 


(7) Election — Where, by virtue of subsection (5), 
a non-resident person is. liable to pay tax under Part I 
for a taxation year, for greater certainty section 61 is 
not applicable in computing the non-resident per- 
son’s income for the year. 


(8) Restriction on deduction — For greater cer- 
tainty, in determining the amount of tax payable by a 
non-resident person under Part I for a taxation year 
by reason of subsection (1) or (5), no deduction in 
computing the non-resident person’s income or tax 
payable under Part I for the year shall be made to the 
extent that such a deduction by non-resident persons 
is not permitted: under Part I. 

Pre-RSC History: Subsec. 216(8) added by 1988, c. 55, subsec. 
164(3). 

Definitions [s. 216]: “amount” — 248(1); “Canada” — 255; “in- 
terest” — in real property 248(4); “Minister”, “non-resident” — 
248(1); “person”, “prescribed”, “property” — 248(1); “resident in 
Canada” — 250; “tax payable” — 248(2); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “timber resource property” — 
13(21), 248(1). 


Interpretation Bulletins [s. 216]: See under subsec. 216(1). 


217. (1) Alternative re Canadian benefits — In 
this section, a non-resident person’s “Canadian bene- 
fits” for a taxation year is the total of all amounts 
each of which is an amount paid or credited in the 
year and in respect of which tax under this Part 
would, but for this section, be payable by the person 
because of any of paragraphs 212(1)(h), G) to (m) 
and (q). 


(2) Part | return — No tax is payable under this 
Part in respect of a non-resident person’s Canadian 
benefits for a taxation year if the person 


(a) files with the Minister, within 6 months after 
the end of the year, a return of income under Part 
I-for the year; and 
(b) elects in the return to have this section apply 
for the year. 

Related Provisions: 217(3)—(6) — Part I tax payable when elec- 


tion made. 


(3). Taxable income earned. in Canada — 
Where a non-resident person elects: under paragraph 


S. 217(5)(a)(i) 


(2)(b) for a taxation year, for the purposes of Part I 


(a) the person is deemed to have been employed 
in Canada in the year; and 


(b) the person’s taxable income earned in Canada 
for the year is deemed to be the greater of 


(i) the amount that would, but for subpara- 
graph (ii), be the person’s taxable income 
earned in Canada for the year if 


(A) paragraph 115(1)(a) included the fol- 
' lowing subparagraph after subparagraph 
(ii 
“.1) the non-resident person’s Cana- 
dian benefits for the year, within the 


meaning assigned by subsection 
217(1),”, and 


(B) paragraph 115(1)(f) were read as 
follows: 


“(f) such of the other deductions per- 
mitted for the purpose of computing 
taxable income as can reasonably be 
considered wholly applicable to the 
amounts described in subparagraphs 
(a)(i) to (vi).”; and 


(ii) the person’s income for the year, minus 
the total of such of the deductions permitted 
for the purpose of computing taxable income 
as can reasonably be considered wholly appli- 
cable to the amounts described in subpara- 
graphs 115(1)(a)() to (vi). 

Related Provisions: 2(3) — Tax payable under Part I as a result 

of being deemed employed in Canada. 


(4) Tax credits — limitation — Sections 118 to 
118.91 and 118.94 do not apply in computing the tax 
payable under Part I for a taxation year by a non- 
resident person who elects under paragraph (2)(b) 


for the year, unless 


(a) where section 114 applies to the person for 
the year, all or substantially all of the person’s in- 
come for the year is included in computing the 
person’s taxable income for the year; or 


(b) in any other case, all or substantially all of the 
person’s income for the year is included in com- 
puting the amount determined under subpara- 
graph (3)(b)(i). in respect of the person for the 
year. 


(5) Tax credits allowed — In computing the tax 
payable under Part I for a taxation year by a non- 
resident person to whom neither paragraph (4)(a) nor 
paragraph (4)(b) applies for the year there may, not- 
withstanding section 118.94 and subsection (4), be 
deducted the lesser of 


(a) the total of 


(i) such of the amounts that would have been 
deductible under any of section 118.2, subsec- 
tions 118.3(2) and (3) and sections 118.6, 
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118.8 and 118.9 in computing the person’s tax 
payable under Part I for the year if the person 
had been resident in Canada throughout the 
year, as can reasonably be considered wholly 
applicable, and 


(ii) the amounts that would have been deducti- 
ble under any of sections 118 and 118.1, sub- 
section 118.3(1) and sections 118.5 and 118.7 
in computing the person’s tax payable under 
Part I for the year if the person had been resi- 
dent in Canada throughout the year, and 


(b) the appropriate percentage for the year of the 
person’s Canadian benefits for the year. 


(6) Special credit — In computing the tax payable 
under Part I for a taxation year by a non-resident 
who elects under paragraph (2)(b) for the year, there 
may be deducted the amount determined by the 
formula 


(B - ©) 
B 


AX 


where 


A is the amount of tax under Part I that would, but 
for this subsection, be payable by the person for 
the year; 


B is the amount determined under subparagraph 
(3)(b)(ii) in respect of the person for the year; and 


C is the amount determined under subparagraph 
(3)(b)(i) in respect of the person for the year. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


Related Provisions: 150.1(5) — Electronic filing. 


History: S. 217 amended by 1997, c. 25, s. 64, peels to. 1997 
et seq. S. 217 formerly read: 


217. Election respecting certain payments — Where by 
virtue of any one or more of paragraphs 212(1)(f), (h), (j) to 
(m) and (q) a non-resident person would otherwise be liable 
to pay tax under this Part on one or more amounts paid or 
credited to the non-resident person in a taxation year and that 
person has, within 6 months after the end of the year, filed a 
return of income under Part I for the year and so elected 
therein, the following rules apply: 


(a) notwithstanding subsection 212(1), no tax under this 
Part is payable by the non-resident person on those 
amounts; 


(b) notwithstanding section 115, for the purposes of com- 
puting that person’s taxable income earned in Canada for 
the year, 


(i) paragraph 115(1)(a) shall be read as though it in- 
cluded the following subparagraph: 


“(i.1) amounts paid or credited to the non-resi- 
dent person in the year on which that person 
would, under any of paragraphs 212(1)(f), (h), 
(j) to (m) and (q) be liable to pay tax under 
Part XIII if no election were made under sec- 
tion 217,”, and 


(ii) all that portion of subsection 115(1) following 
paragraph (c) shall be read-as follows: 


“minus the total of such of the deductions 
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from income permitted for the purpose of 
computing taxable income as may reasonably 
be considered wholly applicable”; and 


(c) notwithstanding sections 118.91 and 118.94, where 
the non-resident person is an individual more than '/2 of 
whose income for the year is included in the individual’s 
taxable income or taxable income earned in Canada for 
the year, as the case may be, section 118.94 shall, where 
the individual so elects in the return, be applied in respect 
of the individual for the year as if it read as follows: 


“118.94 Sections 118 to 118.91 do not apply for 
the purpose of computing the tax payable under 
this Part for a taxation year by an individual who 
was non-resident at any time in the year, except 
that for the purpose of computing the tax payable 
under this Part for the year there may be deducted 
the total of 


(a) such of the amounts that would have been 
deductible under any of section 118.2, subsec- 
tions 118.3(2) and (3) and sections 118.6, 
118.8 and 118.9 for the purpose of computing 
the individual’s tax payable under this Part for 
the year if the individual had been resident in 
Canada throughout the year, as can reasonably 
be considered wholly applicable, and 


(b) the amounts that would have been deducti- 
ble under sections 118 and 118.1, subsection 
118.3(1) and sections 118.5 and 118.7 for the 
purpose of computing the individual’s tax pay- 
able under this Part for the year if the individ- 
ual had been resident in Canada throughout the 
year, 


not exceeding the appropriate percentage for the 
year of the total of all amounts each of which is an 
amount paid or credited to the individual in the 
year on which the individual would, under any of 
paragraphs 212(1)(f), (h), (j) to (m) and (q) be lia- 
ble to pay tax under Part XIII if no election were 
made under section 217.” 


Subpara. 217(b)(i) and the closing words of the version of s. 118.94 
quoted within para. 217(c) amended by 1996, c. 21, subsecs. 56(1), 
(2), applicable to 1996 et seg. Subpara. (b)(i) and the closing words 
of s. 118.94 quoted in 217(c) formerly read: 


(i) there shall be added to the total of the amounts determined 
under subparagraphs 115(1)(a)(i) to (v) in respect of that per- 
son the total of amounts each of which is an amount paid or 
credited to the non-resident person in the year on which that 
person would, by virtue of any one or more of paragraphs 
212(1)(f), (h), (Gj) to (m) and (q), be liable to pay tax under 
this Part if paragraph 212(1)(h) were read without reference 
to subparagraphs 212(1)(h)(i) and (ii), and 


and read the closing words of 118.94 as quoted in 217(c) as follows: 


not exceeding the appropriate percentage for the year of the 
total of all amounts each of which is an amount paid or 
credited to the individual in the year on which the individual 
would, under any of paragraphs 212(1)(f), (h), (j) to (m) and 
(q), be liable to pay tax under Part XIII if paragraph 212(1)(h) 
were read without reference to subparagraphs 212(1)(h)(i) 
and (ii), and no election were made under section 217. 


Para. 217(c) substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
179(1), applicable to 1991 et seq.; and (by subsec. 179(3)), for the 
1988 to 1990 taxation years, paras. 118.94(a) and (b), as those pa- 
ras. apply for the purpose of para. 217(c), shall be read as follows: 


(a) such of the amounts that would have been deductible 
under any of section 118.2, subsections 118.3(2) and (3) and 
sections 118.6, 118.8 and 118.9 for the purpose of computing 
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the individual’s tax payable under this Part for the year if the 
individual had been resident in Canada throughout the year, 
as can reasonably be considered tobe wholly applicable; and 


(b) the amounts that would have been deductible under sec- 
tions 118 and 118.1, subsection 118.3(1) and sections 118.5 
and 118.7 for the:purpose of computing the individual’s tax 
payable under this Part for the year if the individual had been 
resident in Canada throughout the year. 


Para. 217(c) formerly read: 


(c) notwithstanding section 118.94, where the person is an in- 
dividual, that section shall be read as follows: 


“118.94 Sections 118 to 118.9 do not apply for the pur- 
pose of computing the tax payable under this Part for a 
taxation year by a non-resident individual except that 
for the purpose of computing the individual’s tax paya- 
ble under this Part for the year there may be deducted 


(a) such, of the amounts that would have, been de- 
ductible under any of sections 118.1 and 118.2, 
subsections 118.3(2)'and (3) and sections 118.5 to 
118.9 for the purpose of computing the individ- 
ual’s tax payable under this Part for, the year had 
the individual been resident in Canada throughout 
the year, as may reasonably be considered wholly 
applicable; and 


(b) the amounts that would have been deductible 
under section 118 and subsection 118.3(1) for the 
purpose of computing the individual’s tax payable 
under this Part for the year had the individual been 
resident in Canada throughout the year.” 


Pre-RSC History: That portion of s. 217 following subpara. (b)(i) 
substituted by 1988, c..55,'s. 165, applicable to 1988 et seg. That 
portion formerly read: 


(ii) there may be deducted such of the amounts permitted by 
section 109 as would, if he had been resident in Canada 
throughout. the year, have been deductible from his. income 
for the year for the purpose of computing taxable income, and 


(iii). all. that.portion-of subsection 115(1) following paragraph 
(c) thereof shall be read as follows: 


“minus the aggregate of such of the deductions from 
income (other than under section 109) permitted for the 
purpose of computing taxable income as may reasona- 
bly be considered wholly applicable and of such part of 
any other of those deductions as may reasonably be 
considered applicable” 


Subpara. 217(b)(iii) substituted by 1980-81-82-83, c. 140, 8.119, 
applicable to 1982 et seg. Subpara. (b)(iii) formerly read: 


(iii) section 115 shall.be read as_if the reference therein to 
“the aggregate of such of the deductions from income permit- 
ted for the purpose of computing taxable income” were read 
as a reference to “the aggregate of such of the deductions 
from income (other than under section 109) permitted for the 
purpose of computing taxable income”’. 


All that portion of s. 217 preceding subpara. (b)(i1) substituted by 
1977-78, c. 32, s. 51 to add ‘reference to para. 212(1)(q). 


All that portion of s. 217 preceding para. (a), subpara. 217(b)(i) sub- 
stituted by, 1976-77, c. 4, subsecs. 73(1), (2), applicable to 1975 et 
seq. That portion and subpara. (b)(i) formerly read: 


217. Where by virtue of paragraphs 212(1)(f) or (h) to (m) a 
non-resident person would otherwise be liable to pay tax 
under this Part on one or more amounts paid or credited to 
him in a taxation year and that person has, within 6 months 
after the end of the year, filed a return of income under Part I 
for the year and so elected therein, the following rules apply: 


S. 218(1)(b) 


ee eae 


(i) there shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 115(1)(a)(@) to (v).in respect of | 
that person the aggregate of amounts each of which is an — 
amount paid or credited to the non-resident person in the year * 
on which he would, by virtue of paragraphs 212(1)(f) or (h) 
to (m), be liable to pay tax under this Part if 


(A) paragraph 212(1)(h) were read without reference to ~ 
subparagraph (i) thereof, and 


(B) the reference in subparagraph 212(1)(4)(ii) to 
“$1,290” were read as a reference to “nil”, 


All that portion of s. 217 preceding para. (a), all that portion of sub- 
para. 217(b)(i) preceding clause (A) substituted by 1974-75-76, c. 
26, subsecs. 122(1), (2), applicable to 1974 et seg. Those portions of 
s..217 and subpara. (b)(i) formerly read: 


217. Where by virtue of paragraphs. 212(1)(h) to (m) a non- | 
resident person would otherwise be liable to pay tax under 
this Part on one of more amounts paid or credited to him in a 
taxation year and that. person has, within 6 months after the - 
end of the year, filed a return of income under Part I for the 
year and so elected therein, the following rules apply: 


(i) there shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 115(1)(a)G) to (v) in respect of 
that person the aggregate of amounts each of which is an 
amount paid or credited to the non-resident person in the year 
on which he would, by virtue of paragraphs 212(1)(h) to (m), © 
be liable to pay tax under this Part if 


Selected Cases [s. 217]: Yaremy v. Canada, [1994] 2 C.T.C, 
2402 (TCC) (Election under s. 217 could not later be reversed). 


Definitions [s. 217]: “amount”, “appropriate percentage” — 
248(1); “Canada” — 255; “Canadian benefits” — 217(1); “individ- 
ual”, “Minister”, “non-resident”, “person” — 248(1); “resident in 
Canada” —.250; “tax payable® — 248(2); “taxable income” — 
22% 248(1); “taxable income earned in Canada” — 115(1), Aisle 


“taxation year” — 249. 


Interpretation Bulletins [s. 217]: IT-88R2: Stock dividends; IT- 
109R2: Unpaid amounts; IT-163R2: Election by non-resident indi- 
viduals on certain Canadian source income; IT-171R2: Non-resident 
individuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-193 SR: Taxable income of individu- 
als resident in Canada during part of a year (Special Release); IT- 
337R2: Retiring allowances. 


Forms [s. 217]: NR5: Application by a non-resident of Canada for 
reduction in the amount of non-resident tax required to be withheld; 
NR7-R: Application for refund of non-resident tax withheld. 


39 66. 


218. (1) Loan to wholly-owned subsidiary — 
For the purposes of this Act, where 


(a) a non-resident corporation (in this section re- 
ferred to as the “parent corporation’) is indebted 
to 


(i) a person resident in Canada, or 


(ii) a non-resident insurance corporation car- 
rying on business in Canada, 


(in this section referred to as the “creditor’’) under 
an arrangement whereby the parent corporation is 
required to pay interest in Canadian currency, and 


(b) the parent corporation has lent the money in 
respect of which it is so indebted, or a part 
thereof, to a subsidiary wholly-owned corpora- 
tion resident in Canada whose principal business 
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is the making of loans (in this section referred to 
as the “subsidiary corporation”) under an ar- 
rangement whereby the subsidiary corporation is 
required to repay the loan to the parent corpora- 
tion with interest at the same rate as is payable by 
the parent corporation to the creditor, 


the amount so lent by the parent corporation to the 
subsidiary corporation shall be deemed to have been 
borrowed by the parent corporation as agent of the 
subsidiary corporation and interest paid by the sub- 
sidiary corporation to the parent corporation that has 
been paid by the parent corporation to the creditor 
shall be deemed to have been paid by the subsidiary 
corporation to the creditor and not by the subsidiary 
corporation to the parent corporation or by the parent 
corporation to the creditor. 


(2) Idem — Where a parent corporation has lent 
money to a subsidiary wholly-owned corporation 
resident in Canada whose principal business is not 
the making of loans and the money has been lent by 
that corporation to'a subsidiary corporation wholly- 
owned by it and resident in Canada whose principal 
business is the making of loans, the loan by the par- 
ent corporation shall be deemed, for the purpose of 
subsection (1), to have been a loan to a subsidiary 
wholly-owned corporation whose principal business 
is the making of loans. 


(3) Election — This section does not apply in re- 
spect of any payment of interest unless the parent 
corporation and the creditor have executed, and filed 
with the Minister, an election in prescribed form. 


Forms: T2023: Election in respect of loans from non-residents. 


(4) Application of election — An election filed 
under subsection (3) does not apply in respect of any 
payment of interest made more than 12 months 
before the date on which the election was filed with 
the Minister. 

Related Provisions: 17 — Inclusion of deemed interest in in- 
come of corporation resident in Canada. 

Definitions [s. 218]: “business” — 248(1); “Canada” — 255: 
“corporation” — 248(1), Interpretation Act 35(1); “insurance cor- 
poration”, “Minister”, “non-resident” — 248(1); “parent. corpora- 
tion” — 218(1)(a); “person”, “prescribed” — 248(1); “resident in 
Canada” — 250; “subsidiary corporation” — 218(1)(b); “subsidiary 
wholly-owned corporation” — 248(1). 

Interpretation Bulletins [s. 218]: IT-88R2: Stock dividends; IT- 
109R2: Unpaid amounts. 


218.1 Application of s. 138.1 — In respect of life 
insurance policies for which all or any part of an in- 
surer’s reserves vary in amount depending on the fair 
market value of a specified group of properties, the 
rules contained in section 138.1 apply for the pur- 
poses of this Part. 


Origin of s. 218.1: R.S.C. 1985, c. 1 (Sth Supp.). (Formerly 
contained in opening words of 138.1.) 


Definitions [sS. 218.1]: “amount”, “insurer”, “life insurance pol- 
icy” — 248(1). 


Income Tax Act 


Part xiv — Additional Tax on 
Corporations (other than 
Canadian Corporations) 
Carrying on Business in 

Canada 


219. (1) Additional tax [Branch tax] — Every 
corporation carrying on business in Canada at any 
time in a taxation year (other than a corporation that 
was, throughout the year, a Canadian corporation) 
shall, on or before the day on or before which it is 
required to file a return of income under Part I for 
the year, pay a tax under this Part for the year equal 
to 25% of the amount by which the total of 


(a) the corporation’s amount taxable (within the 
meaning given that expression in section 123) for 
the taxation year, 


(a.1) the amount deducted by the corporation 
under section 112 in computing the amount re- 
ferred to in paragraph (a), 


(a.2) the amount deducted by the corporation 
under subsection 115(1) in computing the amount 
referred to in paragraph (a) that was an amount 
the deduction of which was permitted under sec- 
tion 112, 


(a.3) the amount deducted under paragraph 
20(1)(v.1) by the corporation in computing the 
amount referred to in paragraph (a), other than- 
any portion of the amount so deducted that was 
deductible because of the membership of the cor- 
poration in a partnership, 


(a.4) where, at any time in the taxation year, the 
corporation has made one or more dispositions as 
described in paragraph (k) of qualified property, 
the total of all amounts each of which is an 
amount in respect of such a disposition equal to 
the amount, if any, by which the fair market 
value of the qualified property at the time of the 
disposition exceeds the amount of the corpora- 
tion’s proceeds of disposition of the property, 


(b) the amount claimed by the corporation under 
paragraph (h) for the immediately preceding taxa- 
tion year, and 


(c) where the corporation was resident in Canada 
at any time in the year, the amount claimed under 
paragraph (i) for the immediately preceding taxa- 
tion year, 


1710 


Part XIV — Branch Tax on Non-Canadian Corporations 


exceeds the total of, 


(d) where the corporation was, throughout the 
year, not resident in Canada, the lesser of 


(i) the amount, if any, by which the total of 
amounts each of which is a taxable capital 
gain of the corporation for the year from a dis- 
position of a taxable Canadian property that 
was not property used in the year in, or held in 
the year in the course of, carrying on business 
in Canada, exceeds the total of amounts each 
of which is an allowable capital loss of the 
corporation for the year from a disposition of 
any such property, and 


(ii) the amount that would be determined 
under subparagraph (i) for the year if it were 
read without reference to the expression “that 
was not property used in the year in, or held in 
the year in the course of, carrying on business 
in Canada’, 


(e) the total of the taxes payable by it under Parts 
I, 1.3 and VI for the year less, where the corpora- 
tion was at no time in the year resident in Can- 
ada, that proportion of the tax payable by it under 
Part I for the year that the amount determined 
under paragraph (d) in respect of the corporation 
for the year is of the corporation’s amount taxa- 
ble for the year, 


(f) any income taxes payable by the corporation 
to the government of a province in respect of the 
year (to the extent that those taxes were not de- 
ductible under Part I in computing its income for 
the year from businesses carried on by it in Can- 
ada) less, where the corporation was, at no time 
in the year, resident in Canada, that proportion 
thereof that the amount determined under para- 
graph (d) in respect of the corporation for the 
year is of the corporation’s amount taxable for 
the year, 


(f.1) the total of all amounts each of which is the 
amount of interest or a penalty paid by it in the 
year 


(i) under this Act, or 


(ii) on or in respect of income taxes payable 
by it to the government of a province under a 
law of the province relating to income tax, 


to the extent that the interest or penalty was not 
deductible in computing its income under Part I 
for any taxation year from a business carried on 
by it in Canada, 

(g) where the corporation was resident in Canada 
at any time in the year 


(i) the amount deducted under section 126 
from the tax for the year otherwise payable by 
the corporation under Part I, and 


(ii) '/2 of the lesser of the corporation’s taxable 
income for the year and the amount, if any, by 
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which 


(A) the total of such of its incomes for the 
year from businesses or properties and its 
taxable capital gains for the year from dis- 
position of property as were from sources 
in countries other than Canada 


exceeds 


(B) the total of such of its losses for the 
year from businesses or properties and its 
allowable capital losses for the year from 
dispositions of property as were from 
sources in countries other than Canada, 


(h) where the corporation was, at the end of the 
year, carrying on business in Canada, such 
amount as the corporation may claim for the year, 
not exceeding the amount prescribed to be its al- 
lowance for the year in respect of its investment 
in property in Canada, 

(i) where the corporation was resident in Canada 
at any time in the year, such amount as the corpo- 
ration may claim for the year, not exceeding the 
amount, if any, by which 


(i) the total of dividends paid by it after it last 
became resident in Canada, while it was resi- 
dent in Canada and before the end of the year 


exceeds 


(ii) the total of amounts determined under 
subparagraph (g)(ii) in respect of the corpora- 
tion for taxation years ending after it last be- 
came resident in Canada and not later than the 
end of the year, 


(j) such portion of the total of all amounts, each 
of which is an amount by which the amount re- 
ferred to in paragraph (a) is increased by virtue of 
paragraph 12(1)(0), 18(1)(.1) or (m) or subsec- 
tion 69(6) or (7), as is not deductible under para- 
graph (f) or (h), and 


(k) where, at any time after December 11, 1979, 
the corporation has, in the taxation year, disposed 
of property (in this paragraph and paragraph (a.4) 
referred to as “qualified property”) used by it im- 
mediately before that time for the purpose of 
gaining or producing income from a business car- 
ried on by it in Canada to a Canadian corporation 
that was, immediately after the disposition, its 
subsidiary wholly-owned corporation (in this par- 
agraph referred to as the “purchaser corporation’) 
for consideration that includes shares of the capi- 
tal stock of the purchaser corporation, the total of 
all amounts each of which is an amount in respect 
of a disposition in the year of a qualified property 
equal to the amount, if any, by which 


(i) the fair market value of the qualified prop- 
erty at the time of its disposition 


exceeds the total of 
(ii) the amount, if any, by which the paid-up 
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capital in respect of the issued and outstand- 
ing shares of the capital stock of the purchaser 
corporation increased by virtue of the disposi- 
tion, and ) 


(iii) the fair market value, at the time of re- 
ceipt, of the consideration (other than shares) 
given by the purchaser corporation for the 
qualified propert 
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Related Provisions: 18(1)(t) — Tax is non-deductible; 52(7) — 
Cost of shares of subsidiary; 134 — Status of non-resident-owned 
investment corporation for purposes of s. 219; 219(1.1) — Excluded 
gains; 219(2) — Exempt corporations; 219.1 — Corporate emigra- 
tion — 25% tax; 219.2 — Limitation on rate of Part XIV tax to div- 
idend rate under treaties; Canada-U.S. tax treaty, Art. X:6(d) — Ex- 
emption for first $500,000 of earnings. 


History: Para. 219(1)(a.3) amended by 1994, c. 7, Sch: VIII (1993, 
c. 24), subsec. 126(1),.applicable after December 20, 1991. Para. 
(a.3) formerly read: 


(a.3) the amount deducted by the corporation under paragraph 
20(1) (v.1) in computing the amount referred to in paragraph 
(a), 
Para. 219(1)(e) amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 126(2), applicable to taxation years ending after June 1989. 
Para. (e) formerly read: 


(e) the tax payable by it under Part I for the year less, where 
the corporation was, at no time in the year, resident in Can- 
ada, that proportion thereof that the amount determined under 
paragraph (d) in respect of the corporation for the year is of 
the corporation’s amount taxable for the year, 


Para. 219(1)(f.1) added by 1994, c, 7, Sch. II (1991, c. 49), s. 180, 
applicable to interest and penalties paid in 1988 ef seq. 


Pre-RSC History: Para. 219(1)(j) substituted by 1980-81-82-83, 
c. 68, s. 116, applicable to 1981 et seq., to add reference to para. 
18(1)d.1). 

Paras. 219(1)(a.4), (k) added by 1980-81-82-83, c. 48, subsecs. 
101(1), (2), applicable after December 11, 1979. 


Paras. 219(1)(a.2), (a.3), G) added by 1976-77, c. 4, subsecs. 74(1), 
(2), applicable, as to paras. 219(1)(a.2), (a.3), to 1976 et seg. and, as 
to para. 219(1)(), to taxation years ending after May 6, 1974. 


Para. 219(1)(a.1) added by 1974-75-76, c. 26, s. 123, applicable to 
taxation years ending after May 6, 1974. 


Regulations: 808 (allowance in respect of investment-in property 
in Canada). 


Interpretation Bulletins: See list at end of s. 219. 


(2) Exempt corporations — No tax is payable 
under this Part for a taxation year by a corporation 


S. 219(4)(a) (iii) 


that was, throughout the year, 
(a) a bank; . 
(b) a corporation whose principal business was 
(i) the transportation of persons or goods, 
(ii) communications, or 
(iii) mining iron ore in Canada; or 


(c) a corporation exempt from tax under section 
149 


(3) Provisions applicable to Part — Sections 
150 to 152, 154, 158, 159 and 161 to 167 and Divi- 
sion J of Part I are applicable to this Part with such 
modifications as the circumstances require. 

Pre-RSC History: Subsec. 219(3) substituted by 1985, c. 45, 
subsec. 111(1). Subsec. 219(3) formerly read: 


(3) Provisions applicable to Part — Sections 150 to 167, 
except sections 153, 155, 156, 157 and 160, are applicable 
mutatis mutandis to this Part. 


Interpretation Bulletins: See list at end of s. 219. 


(4) Non-resident insurers — No tax is payable 
under subsection (1) for a taxation year by a non- 
resident insurer, but where it elects, in prescribed 
manner and within the prescribed time, to deduct, in 
computing its Canadian investment fund as of the 
end of the immediately following taxation year, an 
amount not greater than the amount, if any, by which 


(a) the amount, if any, by which the total of 


(i) the insurer’s surplus funds derived from 
operations as of the end of the year, and 


(1.1) where, in any particular taxation year that 
began before the end of the year, the insurer 
transferred to a taxable Canadian corporation 
with which it did not deal at arm’s length any 
designated insurance property of the insurer 
for the particular year, and 


(A) the property was transferred before 
December 16, 1987 and _ subsection 
138(11.5) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 
1952, applied in respect of the transfer, or 
(B) the property was transferred before 
November 22, 1985 and subsection 85(1) 
of that Act applied in respect of the 
transfer, 
the amount, if any, by which 


(C) the total of the fair market value, at the 
time of the transfer, of all such property 


exceeds 


(D) the total of the insurer’s proceeds of 
disposition of all such property, 


exceeds the total of 


(ii) each amount on which the insurer has paid 
tax under this Part for a previous taxation 
year, 

(iii) the amount, if any, by which the insurer’s 
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accumulated 1968 deficit exceeds the amount 
of the insurer’s maximum tax actuarial 
reserves for its 1968 taxation year for its life 
insurance policies in Canada, 


(iv) the insurer’s loss, if any, for each of its 5 
consecutive taxation years ending with its 
1968 taxation year, from all insurance busi- 
nesses (other than its life insurance business) 
carried on by it in Canada (computed without 
reference to section 30 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read in its application to those 
years), except to the extent that any such loss 
was deductible in computing its taxable in- 
come for any of its taxation years ending 
before 1969, and 


(v) the total of all amounts in respect of which 
the insurer has filed an election under subsec- 
tion (5.2) for a previous taxation year in ac- 
cordance with that subsection, 


exceeds 


(b) the amount of the insurer’s attributed surplus 
for the year, 


the insurer shall, on or before the day on or before 
which it is required to file a return under Part I for 
the year, pay a tax for the year equal to 25% of the 
amount, if any, by which the amount it has so elected 
to deduct exceeds the amount in respect of which it 
filed an election under subsection (5.2) for the year 
in accordance with that subsection. 


Related Provisions: 181.3(3)(d)(G)(A), 190.13(c)G)(A) — Effect 
on capital tax. 


History: The opening words of subpara. 219(4)(a)(i.1) amended by 
1997, c. 25, subsec. 65(1), applicable to 1997 et seg. The opening 
words formerly read: , 


(i.1) where, in any taxation year commencing before the end 
of the year, the insurer transferred to a taxable Canadian cor- 
poration with which it did not deal at arm’s length any prop- 
erty used by it in the year in, or held by it in the year in the 
course of (within the meaning assigned by subsection 
138(12)), carrying on an insurance business in Canada, and 


Pre-RSC History: Subpara. 219(4)(a)(i.1) substituted by 1988, c. 
55, subsec. 166(1), applicable to taxation years commencing after 
June 17, 1987 that end after 1987, except that, where a business was 
transferred by a non-resident insurer after December 15, 1987 and 
before 1988, subpara. 219(4)(a)(i.1) is applicable to taxation years 
of the insurer that end after December 15, 1987. Subpara. (a)(i.1) 
formerly read: 


(1.1) where in any taxation year commencing before the end 
of the year, the insurer transferred to its qualified related cor- 
poration or to a subsidiary wholly-owned corporation of such 
a corporation any property used by it in the year in, or held by 
it in the year in the course of (within the meaning assigned by 
paragraph 138(12)(1)), carrying on an insurance business in 
Canada, the aggregate of all amounts each of which is the 
amount, if any, by which 


(A) the fair market value of the property at the time of 
the transfer exceeds 


(B) the insurer’s proceeds of disposition of the property, 
Subsec. 219(4) substituted by 1980-81-82-83, c. 48, subsec. 101(3), 


Income Tax Act 


applicable after December 31, 1979. Subsec. (4) formerly read: 


(4) No tax is payable under subsection (1) for a taxation year 
by a non-resident insurer, but where it elects, in prescribed 
manner and within the prescribed time, to deduct, in comput- 
ing its Canadian investment fund as of the end of the immedi- 
ately following taxation year, an amount not greater than the 
amount, if any, by which 


(a) the amount, if any, by which 


(i) its surplus funds derived from operations as of the 
end of the year 


exceeds the aggregate of 


(ii) each amount on which the insurer has paid tax 
under this Part for a previous taxation year, 


(iii) the amount, if any, by which the insurer’s accu- 
mulated 1968 deficit exceeds the amount of the in- 
surer’s maximum tax actuarial reserves for its 1968 
taxation year for its life insurance policies in Canada, 
and 


(iv) the insurer’s loss, if any, for each of its 5 consec- 
utive taxation years ending with its 1968 taxation 
year, from all insurance businesses (other than its life 
insurance business) carried on by it in Canada (com- 
puted without reference to section 30 as it read in its 
application to those years), except to the extent that 
any such loss was deductible in computing its taxa- 
ble income for any of its taxation years ending before 
1969, 


exceeds 


(b) the amount of its attributed surplus for the year, it 
shall, on or before the day on or before which it is re- 
quired to file a return under Part I for the year, pay a tax 
for the year equal to 25% of the amount it has so elected 
to deduct. 


Subsec. 219(4) substituted by 1977-78, c. 32, s. 52, applicable to 
1978 et seq. Subsec. (4) formerly read: 


(4) No tax is payable under subsection (1) for a taxation year 
by a non-resident insurer, but where it elects, in prescribed 
manner and within the prescribed time, to deduct, in comput- 
ing its Canadian investment fund as of the end of the immedi- 
ately following taxation year, an amount not greater than the 
amount, if any, by which 


(a) the amount of its Canadian investment fund as of the 
end of the year 
exceeds 


(b) the amount, as determined for the purposes of the rel- 
evant authority, of such of the insurer’s liabilities (other 
than liabilities in respect of amounts payable out of seg- 
regated funds) as of the end of the year as may reasona- 
bly be regarded to have been incurred by it in the course 
of carrying on its insurance businesses in Canada, 


it shall, on or before the day on or before which it is required’ 
to file a return under Part I for the year, pay a tax for the year 
equal to 25% of the amount it has so elected to deduct. 


Regulations: 2403(1) (prescribed manner and time). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: See list at end of s. 219. 


(5) [Repealed under former Act] 


Pre-RSC History: Subsec. 219(5.1) substituted for subsecs. 
219(5)-(6) by 1977-78, c. 32, s. 52. For details see Pre-RSC History 
following subsec. 129(6). 


(5.1) Additional tax on insurer — Where a non- 
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resident insurer ceases in a taxation year to carry on 
all or substantially all of an insurance business in 
Canada, it shall, on or before its filing-due date for 
the year, pay a tax for the year equal to 25% of the 
amount, if any, by which 


(a) that portion of the amount ‘determined under 
paragraph (4)(a) for the year in respect of the in- 
surer that.can reasonably be attributed to the busi- 
ness, including the disposition by it of property 
that was its designated insurance property in re- 
spect. of the business. for. the year in-which: the 
disposition occurred; | 


exceeds 


(b) the amount the insurer: cae a qualified related 
corporation of the insurer jointly elect in accor- 
dance with subsection (5.2) for the prea in respect 
of the business. 


Related Provisions: 18(1)(t)— Tax ‘is non-deductible. 


History: Subsec: 219(5.1) amended by 1997, ¢.:25, subsec. 65(2), 
applicable to 1997 et seg: Subsec. (5.1) formerly read: ~ 


(5.1) Where, in a particular taxation year, a non-resident in- 
surer has ceased to carry on all or substantially all of an insur- 
ance business in Canada, it shall, on or before the day on or 
before which it is required to file a return of income under 
Part I for the particular year, pay a tax for the year equal to 
25% of the amount, if‘any, by which’ 


(a) that portion of the amount determined under para- 
graph (4)(a) for the particular year in respect of the non- 
resident insurer that can reasonably be attributed to the 
business including the disposition by it of property that 
was, at the time of the disposition, used by it in the year 
in, or held by it in the year in the course of (within the 
meaning assigned by subsection’: sires carrying on 
the business 


exceeds 
(b) the amount. in-respect of which the non-resident in- 
surer and a qualified related corporation of the insurer 


have jointly elected in accordance with subsection (5.2) 
for the particular year in respect of the business. 


(5.2) Election by non-resident: insurer — 
Where 


(a) a non-resident insurer has ceased to carry.on 
all or substantially all:of an insurance business i in 
Canada in‘a ‘taxation year, and 


(b) the insurer has transferred the business to a 


qualified related corporation of the insurer and 
the insurer and the corporation have:elected to 
have subsection 138( IT. 5) eal in respect of the 
transfer, 


the insurer and the corporation may elect, in  pre- 
scribed manner and within prescribed time, to reduce 
the amount in respect. of which the, insurer would 
otherwise be liable to pay tax under subsection (5.1) 
by an amount not exceeding the lesser of 


(c) the amount determined under paragraph 
(5.1)(a) in. respect of the insurer in respect of the 
business, and 


(d) the total of the paid-up capital of the shares of 
the capital stock of the corporation received by 
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‘the insurer as consideration for the transfer of the 
business and any contributed surplus arising on 
the issue of those shares. 


Related Provisions: 138(11.9) — Computation of contributed 
surplus; 181.3(3)(d)(i)(A), 190.13(c)(i)(A) — Effect on capital tax. 


Regulations: 2403(2) (prescribed manner and time): 
Interpretation Bulletins: See list at end of s. 219.0" 


(5.3) Deemed payment of dividend — Where, 


at any time in a taxation year, 


(a) a qualified related corporation ofa a non-resi- 
dent insurer ceases to be a qualified related cor- 
poration of that insurer, or 


(b) the tax deferred account of a qualified related 
corporation of a non-resident insurer exceeds the 
total of the paid-up capital in respect of all the 
shares of the capital stock of the Sean and 
its contributed surplus, 


the corporation shall be deemed to a paid, imme- 
diately before that time, a dividend to dips msurer in 
an amount equal to 


(c) where paragraph (a) is applicable, the balance 
of the tax deferred account. of the corporation at 
that time, or 


(d) where paragraph (b) is applicable, the amount 
of the excess referred to in’that paragraph at that 
time. Bi 
Related Provisions: 138(11. . — Computation of contributed 
surplus. 


Interpretation Bulletins: See list at end of s, 219. 


(6) [Repealed under former Act] 


Pre-RSC History: Subsecs. 219(5.1) to (5.3) substituted by 1988, 
c. 55, subsec. 166(2). Subsecs. 219(5.1) and (5.2) applicable to ces- 
sations of a business after December 15, 1987; subsec. 219(5.3) ap- 
plicable after December 15, 1987. Subsecs. 219(5. » to (5.3) for- 
merly read: 


(5.1) Additional tax on insurer — Where in a taxation year a 
non-resident insurer has ceased to carry on its insurance busi- 
nesses in Canada, no taxis payable by it under subsection (4) 
for the year and it shall, on or before the day on or before 
which it is required to file a return under Part I for the year, 
pay a tax for the year equal to 25% of the amount, if any, by 
which 


(a) the amount determined under paragraph (4)(a) for the 
year 


exceeds 


(b) the: amount in respect of which it filed an election 
under subsection (5.2) for the cae in accordance with 
that subsection. 


(5.2) Election by non-resident insurer — Where a non-resi- 
dent insurer 


(a) has ceased to carry on its insurance businesses in 
Canada in a taxation year, or 


(b) is entitled to make an election in a taxation year under 
subsection (4), 


a qualified related corporation of the non-resident insurer 
may make.an election jointly with the non-resident insurer;in 
prescribed manner and. within prescribed time, 


(c) where paragraph (a) is applicable, to reduce the 
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amount in respect of which the non-resident insurer 
would otherwise be liable to pay tax under subsection 
(S3h) or 


(d) where the non-resident insurer has made an election 
under subsection (4), to reduce the amount on which it 
would otherwise be liable to pay tax under that 
subsection, 


by an amount not exceeding the amount, if any, by which 


(e) where the qualified related corporation is one de- 
scribed in subparagraph (8)(a)(ii) or (8)(b)(ii), the paid- 
up capital of the corporation at the time of making the 
election, or 


(f) in any other case, the aggregate of the paid-up capital 
and the contributed surplus of the corporation at the time 
of making the election 


exceeds the aggregate of 


(g) the aggregate of all amounts in respect of which the 
non-resident insurer and the corporation have, before the 
time of making the election, made an election jointly for 
the purposes of paragraph (d), and 


(h) the amount, if any, by which the amount determined, 
at the time of making the election, in paragraph (e) or (f), 
as the case may be, exceeds the fair market value at that 
time of all of the issued and outstanding shares of the 
capital stock of the corporation. 


(5.3) Presumption — Where, at any time in a taxation year, 


(a) the tax deferred account of a qualified related corpo- 
ration described in subparagraph (8)(a)(ii) or (8)(b)(i) 
exceeds its paid-up capital at that time, 


(b) the tax deferred account of a qualified related corpo- 
ration described in subparagraph (8)(a)(i) or (8)(b)(i) ex- 
ceeds the aggregate of its paid-up capital and contributed 
surplus at that time, or 


(c) a qualified related corporation ceases to be such a 
corporation, 


the corporation shall be deemed to have paid immediately 
before that time to the non-resident person who was a share- 
holder, immediately before that time, of the corporation a div- 
idend equal to 
(d) where paragraph (a) or (b) is applicable, the amount 
of the excess determined in paragraph (a) or (b), as the 
case may be, or 


(e) where paragraph (c) is applicable, the balance of its 
tax deferred account at that time. 


Income Tax Act 


Part I for a taxation year, pay a tax for the year equal to 25% 
of the amount, if any, by which 


(a) the amount of its Canadian investment fund as of the 
end of the year 


exceeds 


(b) the greater of the value, as of the end of the year, of 
the Canadian assets owned by it at that time and the 
value, as of a time not later than the day on or before 
which the insurer is required to file a return under Part I 
for the year, of the Canadian assets owned by it at that 
time. 


(5.1) ldem — Where in a taxation year a non-resident insurer 
has ceased to carry on its insurance businesses in Canada, it 
shall, on or before the day on or before which it is required to 
file a return under Part I for the year, pay a tax for the year 
equal to 25% of the amount, if any, by which 


(a) its surplus funds derived from operations (within the 
meaning given that expression in paragraph 138(12)(0)) 
as of the end of the year 


exceeds the aggregate of 


(b) each amount that the insurer has elected under sub- 
section (4) to deduct in computing its Canadian invest- 
ment fund for the taxation year (within the meaning 
given that expression in subsection 138(14)) or for any 
previous taxation year, or on which the insurer has paid 
tax under subsection (5) or (6) for any such previous 
year, 


(c) the amount, if any, by which the insurer’s accumu- 
lated 1968 deficit (within the meaning given that expres- 
sion in paragraph 138(12)(a)) exceeds the amount of the 
insurer’s maximum tax actuarial reserves (within the 
meaning given that expression in paragraph 138(12)(h)) 
for its 1968 taxation year for its life insurance policies in 
Canada, and 


(d) the insurer’s loss, if any, for each of its five consecu- 
tive taxation years ending with its 1968 taxation year, 
from all insurance businesses (other than its life insur- 
ance business) carried on by it in Canada, except to the 
extent that any such loss was deductible in computing its 
taxable income for any of its taxation years ending before 
1969. 


(6) Where election under subsec. 138(9) — Where a non- 
resident insurer (other than an insurer who, in the taxation 
year, has ceased to carry on its insurance businesses in Can- 
ada), has made an election under subsection 138(9) in respect 


of a taxation year, no tax is payable by it under subsection (4) 
or (5) for the year or the immediately preceding taxation year 
but the insurer shall, on or before the day on or before which 
it is required to file a return under Part I for the year, pay a 
tax for the year equal to 25% of the amount, if any, by which 
the amount that would, if the insurer had not so elected, be 
the insurer’s Canadian investment fund as of the end of the 


Para. 219(5.2)(d) substituted by 1980-81-82-83, c. 140, subsec. 
120(1), applicable after December 11, 1979. 


Subsec. 219(5.1) substituted, subsecs. 219(5.2), (5.3) added by 
1980-8 1-82-83, c. 48, subsec. 101(3), applicable after December 11, 
1979. Subsec. (5.1) formerly read: 


(5.1) Where in a taxation year a non-resident insurer has 


ceased to carry on its insurance businesses in Canada, no tax 
is payable by it under subsection (4) for the year and it shall, 
on or before the day on or before which it is required to file a 
return under Part I for the year, pay a tax for the year equal to 


year exceeds the value, as of the end of the year, of property 
of the insurer used by it in the year in, or held by it in the year 
in the course of carrying on its insurance businesses in 
Canada. 


25% of the amount determined under paragraph (4)(a) for the 
year. 


Subsec. 219(5.1) substituted for subsecs. 219(5)-(6) by 1977-78, c. 
32, s. 52, applicable to 1978 et seq. Subsecs. 219(5)-(6) formerly 
read: 


(5) Additional tax on insurer — In addition to any tax paya- 
ble by it under subsection (4), a non-resident insurer (other 
than an insurer who, in the taxation year, has ceased to carry 
on its insurance businesses in Canada), shall, on or before the 
day on or before which it is required to file a return under 


Subsecs. 219(5), (6) substituted, (5.1) added by 1976-77, c. 4, sub- 
sec. 74(3), applicable, as to subsec. 219(5.1), in respect of non-resi- 
dent insurers who cease to carry on their insurance businesses in 
Canada after October 31, 1976 and, as to subsecs. 219(5), (6), to 
1977 et seq. and to insurers who cease to carry on their insurance 
businesses in Canada during their 1976 taxation years and after Oc- 
tober 31, 1976. Subsecs. 219(5), (6) formerly read: 


(5) Additional tax on non-resident insurer — In addition to 
any tax payable by it under subsection (4), a non-resident in- 
surer shall, on or before the day on or before which it is re- 
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quired to file a return under Part I for a taxation year, pay a 
tax for the year equal to 25% of the amount, if any, by which 


(a) the amount of its, Canadian investment fund as of the 
end of the year 


exceeds 


(b) the greater of the value, as of the end of the year, of 
the Canadian assets owned by it at that time and the 
value, as of a time not later than the day on or before 
which the insurer is required to file a return under Part I 
for the year, of the Canadian assets owned by it at that 
time. 


(6) Where election under subsec. 138(9) — Where a non- 
resident insurer has made an election under subsection 138(9) 
in respect of a taxation year, no tax is payable by it under 
subsection (4) or (5) forthe year or the immediately preced- 
ing taxation year but the insurer shall, on or before the day on 
or before which it is required to file a return under Part I for 
the year, pay a tax for the year equal to 25% of the amount, if 
any, by which the amount that would, if the insurer had not so 
elected, be the insurer’s Canadian investment fund as of the 
end of the year exceeds the value, as of the end of the year, of 
property of the insurer used by it in the year in, or held by it 
in the year in the course of, carrying on its insurance busi- 
nesses in Canada. 


(7) Definitions — In this Part, 


“accumulated 1968 deficit” of a life insurer means 
such amount as can be established by the insurer to 
be its deficit as of the end of its 1968 taxation year 
from carrying on its life insurance business in Can- 
ada on the assumption that the amounts of its assets 
and liabilities (including reserves of any kind) 


(a) as of the end of any taxation year before its 
1968 taxation year, were the amounts thereof de- 
termined for the purposes of the Superintendent 
of Insurance for Canada or other similar officer, 
and 


(b) as of the end of its 1968 taxation year, were 


(i) in respect of depreciable property, the capi- 
tal cost thereof as of the first day of its 1969 
taxation year, 


(ii) in respect of policy reserves, the insurer’s 
maximum tax actuarial reserves for its 1968 
taxation year for life insurance policies issued 
by it in the course of carrying on its life insur- 
ance business in Canada, and 


(iii) in respect of other assets and liabilities, 
the amounts thereof determined as of the end 
of that year for the purpose of computing its 
income for its 1969 taxation year; 

History: The definition “accumulated 1968 deficit” in subsec. 


219(7) amended by 1997, c. 25, subsec. 65(3), applicable to 1997 et 
seq. The definition formerly read: 


“accumulated 1968 deficit” has the meaning assigned by sub- 
section 138(12); 


Pre-RSC History: The definition “accumulated 1968 deficit” was 
para. 219(7)(b). 

Paras. 219(7)(b), (b.1), (b.2) substituted for 219(7)(b) by 1985, c. 
45, subsec. 111(2). Para. 219(7)(b) formerly read: 


(b) “accumulated 1968 deficit”, “life insurance policy in Can- 


ada”, “maximum tax actuarial reserves” and “surplus funds 
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derived from operations” have the meanings given those ex- 
pressions in subsection 138(12); and 


“attributed surplus” of an insurer for a taxation 
year has the meaning assigned by regulation; 


History: The definition “attributed surplus” in subsec. .219(7) 
amended by 1997, c. 25, subsec. 65(3), applicable to 1997 et seg. 
The definition formerly read: 


“attributed surplus for the year” has the meaning prescribed 
for that expression; 


Pre-RSC History: The definition “attributed surplus for the year” 
was para. 219(7)(a). 


Regulations: 2405(3) (meaning of “attributed surplus for the 
year’). 

“Canadian investment fund’ has the meaning pre- 
scribed for that expression; 


Pre-RSC History: The definition “Canadian investment fund” 
was para. 219(7)(a). 


Regulations: 2405(3) (meaning of ‘Canadian investment fund”). 


“maximum tax actuarial reserves’ has the mean- 
ing assigned by subsection 138(12); 


Pre-RSC History: The definition “maximum tax actuarial 
reserves” was para. 219(7)(b.1). 


See also under “accumulated 1968 deficit” above. 


“surplus funds derived from operations” has the 
meaning assigned by subsection 138(12); 


Pre-RSC History: The definition “surplus funds ...” 
219(7)(b.2). 


See also under “accumulated 1968 deficit” above. 


was para. 


“tax deferred account” of a qualified related corpo- 
ration at any time means the amount determined by 
the formula 


Al B 
where 


A is the total of all amounts each of which is an 
amount in respect of which the qualified related 
corporation anda non-resident insurer have 
elected jointly before that time in accordance 
with subsection (5.2), and 


B_ is the total of all amounts each of which is the 
amount of a dividend deemed by subsection (5.3) 
to have been paid by the qualified related corpo- 
ration before that time: 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


Pre-RSC History: The definition “tax deferred account” was 
para. 219(7)(c). The pre-R.S.C. version read: 


(c) “tax deferred account” of a qualified related corporation 
at any time means the amount, if any, by which 


(i) the aggregate of all amounts each of which is an 
amount in respect of which the qualified related corpora- 
tion and a non-resident insurer have elected jointly 
before that time in accordance with subsection (5.2) 


exceeds 


(ii) the aggregate of all amounts each of which is the 
amount of a dividend deemed by subsection (5.3) to have 
been paid by the qualified related corporation before that 
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time. 


Pre-RSC History [subsec. 219(7)]: Para. 219(7)(c) added by 
1980-8 1-82-83, c. 48, subsec. 104(4) applicable after December 11, 
1979. 


Subsec. 219(7) substituted by 1977-78, c. 32, s. 52, applicable to 
1978 et seq. Subsec. 219(7) formerly read: 


(7) Definitions — In this Part, 


(a) “Canadian asset’ and “Canadian investment fund” 
have the meanings prescribed for those expressions; 


(b) “property used in the year in, or held in the year in the 
course of” carrying on business in Canada has, where ap- 
plicable, the meaning assigned by subsection 138(12); 


(c) “relevant authority” has the meaning given that ex- 
pression in subsection 138(12); 


(d) “segregated fund” has the meaning given that expres- 
sion in subsection 148(1); and 


(e) “value”, in relation to a property, has the meaning 
prescribed. 


Para. 219(7)(e) substituted by 1977-78, c. 1, s. 96, applicable to 
1978 et seq. Para. (e) formerly read: 
(e) “value”, 
(i) in relation to land other than depreciable property 
means the capital cost thereof to the owner, 


(ii) in relation to depreciable property means the un- 
depreciated capital cost, as defined in subsection 13(21), 
of such property to the owner, 


(iii) in relation to any property not described in subpara- 
graph (i) or (ii), means, 


(A) where the owner is a life insurer resident in Can- 
ada, the maximum value thereof as determined for 
the purposes of the relevant authority, and 


(B) in any other case, the maximum value thereof as 
it would have been determined for the purposes. of 
the relevant authority if the owner had been a life in- 
surer resident in Canada and registered under the Ca- 
nadian and British Insurance Companies Act to carry 
on an insurance business in Canada. ‘ 


Cls. 219(7)(e)(iii)(A), (B) substituted by 1976-77, c. 4, subsec. 
74(4), applicable to 1976 et seq., to substitute “maximum value” for 
“value”. 


Interpretation Bulletins: See list at end of s. 219. 


(8) Meaning of “qualified related corpora- 
tion” — For the purposes of this Part, a corporation 
is a “qualified related corporation” of a non-resident 
insurer if it is resident in Canada and all of the issued 
and outstanding shares (other than directors’ qualify- 
ing shares) of the capital stock of the corporation 
(having full voting rights under all circumstances) 
are owned by 


(a) the insurer, 


(b) a subsidiary wholly-owned corporation of the 
insurer, 


(c) a corporation of which the insurer is a subsidi- 
ary wholly-owned corporation, 


(d) a subsidiary wholly-owned corporation of a 
corporation of which the insurer is also a subsidi- 
ary wholly-owned corporation, or 


(e) any combination of corporations each of 
which is a corporation described in paragraph (a), 


Income Tax Act 


(b), (c) or (d), 


and, for the purpose of this subsection, a subsidiary 
wholly-owned corporation of a particular corpora- 
tion includes any subsidiary wholly-owned corpora- 
tion of a corporation that is a subsidiary wholly- 
owned corporation of the particular corporation. 


1720 


Part XIV — Branch Tax on Non-Canadian Corporations 


Related Provisions: 134 — Status of non-resident-owned invest- 
ment corporation for purposes of s. 219. 


Pre-RSC History: Subsec. 219(8) substituted by 1988, c. pel 
subsec. 166(3), ge SM after December 15, 1987. Subsec. 219(8) 
formerly read: 


(8) “qualified related corporation” — For the purposes of 
this Part, a corporation is a “qualified related corporation” of 
a non-resident insurer if 


(a) it is a subsidiary wholly-owned corporation of the 
non-resident insurer, is resident in Canada and 


(i) carries on an insurance business in Canada, or 


(i1) owns all the issued and outstanding shares (ex- 
cept directors’ qualifying shares) of another corpora- 
tion that is resident in Canada and carries on an in- 
surance business in Canada; or 


(b) it is a subsidiary wholly-owned corporation of a non- 
resident corporation that is a subsidiary wholly-owned 
corporation of another non-resident corporation of which 
the non-resident insurer is a subsidiary wholly-owned’ ~ 
corporation, is resident in Canada and 


(i) carries on an insurance business in Canada, or 


(ii) owns all the issued and outstanding shares (ex- 
cept directors’ qualifying shares) of another corpora- 
tion that is resident in Canada and carries on an in- 
surance business in Canada. 


Subparas. 219(8)(a)(ii), (b)(ii) substituted by 1980-8 1-82-83, c. 140, 
subsecs. 120(2), (3), applicable after December 11, L079: 


Subsec. 219(8) added by 1980-81-82-83, c. 48, subsec. 101(5), ap- 
plicable after December 11, 1979. 


Definitions [s. 219]: “accumulated 1968 . deficit” — 138(12), 
219(7); “allowable capital loss” — 38(b), 248(1); “amount” — 
248(1); “arm’s length” — 251(1); “attributed surplus” — 219(7), 
Reg. 2405(3); “base amount” — 219(1)(a); “business” — 248(1); 
“Canada” — 255; i 1 ‘ri@ana- 
dian investment fund” — 219(7), Reg. 2405(3); “carrying on busi- 
ness” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“depreciable property” — 13(21), 248(1); “designated insurance 
property” — 138(12),248(1); “dividend” — 248(1); “filing-due 
date” — 248(1); “insurer” — 248(1); “life insurance policy” — 
138(12), 248(1); ; “maximum tax actuarial 
reserve” — 138(12), 219(7); “non-resident” — 248(1); “paid-up 
capital” — 89(1), 248(1); “person”, “prescribed”, “property” — 
248(1); “qualified property” — 219(1)(1); “qualified related corpo- 
ration” — 219(8); “regulation” — 248(1); “resident in Canada” — 
250; “share” — 248(1); “subsidiary. wholly-owned corporation” — 
219(8), 248(1); “surplus funds derived from operations” — 138(12), 
219(7); “tax deferred account” — 219(7); “taxable Canadian corpo- 
ration” — 89(1), 248(1); “taxable Canadian property” — 115(1)(b), 
248(1); “taxable capital gain” — 38(a), 248(1); “taxable income” — 
2(2), 248(1); “taxable income earned in Canada” — 248(1); “taxa- 
tion year” — 249, 


Interpretation Bulletins [s. 219]: IT-137R3: Additional tax on 
certain corporations carrying on business in Canada; IT-393R2: 
Election re tax on rents and timber royalties — non-residents. 


219.1 Corporate emigration — Where at any 
time a corporation ceases to be a Canadian corpora- 
tion, it shall, on or before the day on or before which 


S. 219.1 


it is required to file a return of income under Part I 


for its last taxation year that began before that time, 
pay a tax under this Part for that year equal to 25% 
of the amount, if any, by which the fair market value 
at that time of all the property owned by the corpora- 
tion exceeds the total of 


(a) the paid-up capital in respect of all the issued 
and outstanding shares of the capital stock of the 
corporation at that time, and 


(b) all amounts, other than amounts payable by 
the corporation in respect of dividends and 
amounts payable under this section, each of 
which is the amount of any debt owing by the 
corporation, or any other obligation of the corpo- 
ration to pay an amount, that is outstanding at 
_ that time. 
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year as havin 
be resident in 


Related Provisions: 219.3 — Limitation of tax under 219.1 to 
rate under treaty; Canada-U.S. tax treaty, Art. [V:3 (Protocol) — 
Continuance in other jurisdiction. 


History: S. 219.1 substituted by 1994, c. 21, s. 99, applicable after 
1992 except that, where a corporation elects in accordance with par- 
agraph 111(4)(a) of 1994, c. 21 (see under 250(5.1)), s. 219.1 as 
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amended applies to the corporation from the time at which the cor- 
poration was first granted articles of continuation (or similar consti- 
tutional documents) in another jurisdiction. That section formerly 
read: 


219.1 Corporate emigration — Where a taxation year of a 
corporation is deemed by section 88.1 to have ended, it shall, 
on or before the day on or before which it is required to file a 
return of income under Part I for the year, pay a tax under this 
Part for that year equal to 25% of the amount, if any, by 
which 


(a) the total of all amounts each of which is the proceeds 


of disposition deemed by virtue of paragraph 88.1(e) to 
have been received by the corporation 


exceeds the total of 


(b) the paid-up capital in respect of all the issued and out- 
standing shares of the capital stock of the corporation im- 
mediately before the end of the year, and 


(c) all amounts, other than amounts payable by the corpo- 
ration in respect of dividends, each of which is the 
amount of any debt owing by the corporation, or any 
other obligation of the corporation to pay an amount, that 
was outstanding at the end of the year. 
Pre-RSC History: S. 219.1 added by 1980-81-82-83, c. 48, s. 102, 
applicable to 1980 et seg. 
Definitions: “amount” — 248(1); “Canadian corporation” — 
89(1), 248(1); “corporation” — 248(1), Interpretation Act 35(1); 
“dividend” — 248(1); “paid-up capital” — 89(1), 248(1); “prop- 
erty” — 248(1); “share” — 248(1); “taxation year” — 249. 
Interpretation Bulletins: [T-137R3: Additional tax on certain 
corporations carrying on business in Canada; IT-451R: Deemed dis- 
position and acquisition on ceasing to be or becoming resident in 
Canada. 


219.2 Limitation on rate of branch tax — Not- 
withstanding any other provision of this Act, where 
an agreement or convention between the Govern- 
ment of Canada and the government of another 
country that has the force of law in Canada 


(a) does not limit the rate of tax under this Part on 
corporations resident in that other country, and 


(b) provides that, where a dividend is paid by a 
corporation resident in Canada to a corporation 
resident in that other country that owns all of the 
shares of the capital stock of the corporation resi- 
dent in Canada, the rate of tax imposed on the 
dividend shall not exceed a specified rate, 


any reference in section 219 to a rate of tax shall, in 
respect of a taxation year of a corporation to which 
that agreement or convention applies on the last day 
of that year, be read as a reference to the specified 
rate. 


Related Provisions: Canada-U.S. tax treaty, Art. X:2 — Limit on 
withholding tax rate on dividends. 


History: S. 219.2 substituted by 1994, c. 21, s. 100, applicable to 
1985 et seq. That section formerly read: 


219.2 Limitation on rate of Part XIV tax — Notwithstand- 
ing any other provision of this Act, where an agreement or 
convention between the Government of Canada and the gov- 
ernment of any other country that has the force of law in Can- 
ada 


(a) does not limit the rate of tax under this Part on corpo- 
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rations resident in that other country, and 


(b) provides that where a dividend is paid by a corpora- 
tion resident in Canada to a resident of that other country 
the rate of tax imposed thereon shall not exceed a speci- 
fied rate, 


any reference in this Part to a rate of tax shall, in respect of a 
taxation year of a corporation to which that agreement or con- 
vention applies on the last day of that year, be read as a refer- 
ence to the specified rate. 


Pre-RSC History: S. 219.2 added by 1985, c. 45, s. 112, applica- 
ble to 1985 et seq. 

Definitions: “Canada” — 255; “corporation” — 248( 1), Tulanp rac 
tation Act 35(1); “dividend” — 248(1); “property” — 248(1); “resi- 
dent in Canada” — 250; “share” — 248(1); “taxation year” — 249. 


Interpretation Bulletins: IT-137R3: Additional tax on certain 
corporations carrying on business in Canada. 


219.3 Effect of tax agreement or conven- 
tion — For the purpose of section 219.1, where an 
agreement or convention between the Government of 
Canada and the government of another country that 
has the force of law in Canada provides that, where a 
dividend is paid by a corporation resident in Canada 
to a corporation resident in that other country that 
owns all of the shares of the capital stock of the cor- 
poration resident in Canada, the rate of tax imposed 
on the dividend shall not exceed a specified rate, the 
reference in section 219.1 to a rate of tax shall, in 
respect of a corporation that ceased to be a Canadian 
corporation and to which the agreement or conven- 
tion applies on the first day of the taxation year after 
the taxation year in which the corporation ceased to 
be a Canadian corporation, be read as a reference to 
the specified rate unless, having regard to all the cir- 
cumstances, it can reasonably be concluded that one 
of the main reasons for the corporation becoming 
resident in that other country was to reduce the 
amount of tax payable under this Part or Part XIII. 

History: S. 219.3 added by 1994, c. 21, s. 100, applicable to 1985 
et seq. except that, in applying s. 219.3 to taxation years that end 
before July 1993, it shall be read without reference to the words 
“unless, having regard to all the circumstances, it can reasonably be 
concluded that one of the main reasons for the corporation becom- 
ing resident in that other country was to reduce the amount of tax 
payable under this Part or Part XIII’. 

Definitions: “Canadian corporation” — 89(1), 248(1);. “corpora- 
tion” — 248(1), Interpretation Act 35(1); “dividend” — 248(1); 
“resident in Canada” — 250; “share” — 248(1); “taxation year” — 
249. 


Part xv — Administration 
and Enforcement 


Administration 


220. (1) Minister’s duty — The Minister shall ad- 
minister and enforce this Act and control and super- 
vise all persons employed to carry out or enforce this 
Act and the Deputy Minister of National Revenue 
may exercise all the powers and perform the duties 
of the Minister under this Act. 


S. 220(3.1) 


Related Provisions: 166— Assessment not to be vacated by 
reason of Revenue Canada failure to follow proper procedures; 
220(2.01) — Delegation of powers; Department of National Reve- 
nue Act — Establishment of Revenue Canada. 


History: “Deputy Minister of National Revenue” substituted for 
“Deputy Minister of National Revenue for Taxation” in subsec. 
220(1) by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 
Selected Cases [subsec. 220(1)]: Wenger’s Ltd. v. MNR, 
[1 992]:2 GTC, 2479. (TEC).(Late payment “surcharge” on sale 
price of goods was “‘interest’). 

Regulations: 900 (delegation of powers and duties to other 
officials). 

I.T. Technical News: No. 8 (publication of advance tax rulings); 
No. 9 (electronic publication of severed rulings). 


(2) Officers, clerks and employees — Such of- 
ficers, clerks and employees as are necessary to ad- 
minister and enforce this Act shall be appointed or 
employed in the manner authorized by law. 


Related Provisions: 220(2.01) — Delegation of powers. 


(2.1) Waiver of filing of documents — Where 
any provision of this Act or a regulation requires a 
person to file a prescribed form, receipt or other doc- 
ument, or to provide prescribed information, the 
Minister may waive the requirement, but the person 
shall provide the document or information at the 
Minister’s request. 

History: Subsec. 220(2.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 127(1), applicable to 1992 et seq. 


Interpretation Bulletins: IT-495R2: Child care expenses. 


(3) Extensions for returns — The Minister may 
at any time extend the time for making a return 
under this Act. 

Related Provisions: 220(3.3) — Date of late election, amended 


election or revocation; 220(3.5) — Penalty for late filed, amended 
or revoked elections. 


(3.1) Waiver of penalty or interest — The Min- 


FS 
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ister may at any time waive or cancel all or any por- 
tion of any penalty or interest otherwise payable 
under this Act by a taxpayer or partnership and, not- 
withstanding subsections 152(4) to (5), such assess- 
ment of the interest and penalties payable by the tax- 
payer or partnership shall be made as is necessary to 
take into account the cancellation of the penalty or 
interest. 

Related Provisions: 164(1.5) — Limitation of right to object; 
164(3.2) — Interest on refunds and repayments; 165(1.2) — Limita- 
tion of right to object; 225.1(1) — No collection restrictions follow- 
ing assessment. 


History: Subsec. 220(3.1) amended by 1994, c. 7, Sch. VIE (1993, 
c. 24), subsec. 127(2), applicable to 1985 et seg. Subsec. (3.1) for- 
merly read: 


(3.1) Waiver of penalty or interest — The Minister may at 
any time waive or cancel all or any portion of any penalty or 
interest otherwise payable under this Act by a taxpayer or a 
partnership. 


Subsec. 220(3.1) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
181(1), applicable to penalties and interest in respect of 1985 et seq. 


Selected Cases [subsec. 220(3.1)]: Bilida v. MNR, [1997] 2 
C.T.C. 143 (FCTD) (Court will review Minister’s decision if all rel- 
evant factors not considered); Taylor v. Canada, [1995] 2 C.T.C. 
2133 (TCC) (Provision applies only to penalties and interest paya- 
ble after assessment); Housser v. Canada, [1994] 2 C.T.C. 2233 
(TCC) (Court will not second-guess Minister on exercise of discre- 
tion); Montgomery v. Canada, [1994] 2 C.T.C. 57 (FCTD) (Minis- 
ter’s power to waive interest and penalties applies to 1985 and sub- 
sequent years); Wasson (P.G.) v. Canada, [1993] 2 C.T.C. 2338 
(TCC) (Court had no jurisdiction to make declaratory judgment that 
Minister wrong not to waive interest and penalties). 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(3.2) Late, amended or revoked elections — 
Where r 


(a) an election by a taxpayer or a partnership 
under a provision of this Act or a regulation that 
is a prescribed provision was not made on or 
before the day on or before which the election 
was otherwise required to be made, or 


(b) a taxpayer or partnership has made an election 
under a provision of this Act or a regulation that 
is a prescribed provision, 


the Minister may, on application by the taxpayer or 
the partnership, extend the time for making the elec- 
tion referred to in paragraph (a) or grant permission 
to amend or revoke the election referred to in para- 
graph (b). 

Related Provisions: 220(3.21) — Certain designations deemed 
to be elections; 220(3.3) — Date of late election, amended election 


or revocation; 220(3.4) — Consequential assessment; 220(3.5) — 
Penalty for late filed, amended or revoked elections. 


History: Subsec. 220(3.2) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 et seq. 


Selected Cases [subsec. 220(3.2)]: McNabb Family Trust v. 
Canada, [1996] 3 C.T.C. 126 (FCTD) (Test is whether Minister ac- 
ted arbitrarily or unfairly, not what Court might have decided). 
Regulations: 600 (prescribed provisions). 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 
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(3.21) Designations under section 80 and 
subsection 80.03(7) — For the purposes of sub- 
section (3.2), a designation in any form prescribed 
for the purpose of paragraph 80(2)(i) or any of sub- 
sections 80(5) to (11) or 80.03(7) shall be deemed to 
be an election under a prescribed provision of this 
Act. 


History: Subsec. 220(3.21) added by 1995, c. 21, s. 42, applicable 
on Royal Assent. 


(3.3) Date of late election, amended election 
or revocation — Where, under subsection (3.2), 
the Minister has extended the time for making an 
election or granted permission to amend or revoke an 
election, 


(a) the election or the amended election, as the 
case may be, shall be deemed to have been made 
on the day on or before which the election was 
otherwise required to be made and in the manner 
in which the election was otherwise required to 
be made, and, in the case of an amendment to an 
election, that election shall be deemed, otherwise 
than for the purposes of this section, never to 
have been made; and 


(b) the election that was revoked shall be 
deemed, otherwise than for the purposes of this 
section, never to have been made. 


Related Provisions: 220(3.4) — Assessment to take late filing 
into account. 


History: Subsec. 220(3.3) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 ef seg. 


(3.4) Assessments — Notwithstanding subsec- 
tions 152(4), (4.1) and (5), such assessment of the 
tax, interest and penalties payable by each taxpayer 
in respect of any taxation year commencing before 
the day an application is made under subsection (3.2) 
to the Minister shall be made as is necessary to take 
into account the election, the amended election or 
the revocation, as the case may be, referred to in sub- 
section (3.3) 
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Related Provisions: 164(1.5) — Refunds; 164(3.2) — Interest 
on refunds and repayments; 165(1.1) — Limitation of right to object 
to assessment or determination; 169(2)(a) — Limitation of right to 
appeal. 


History: Subsec. 220(3.4) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 et seq. 


(3.5) Penalty for late filed, amended or 
revoked elections — Where, on application by a 
taxpayer or a partnership, the Minister extends the 
time for making an election or grants permission to 
amend or revoke an election, the taxpayer or the 
partnership, as the case may be, is liable to a penalty 
equal to the lesser of 


(a) $8,000, and 


(b) the product obtained when $100 is multiplied 
by the number of complete months from the day 
on or before which the election was required to 
be made to the day the application was made in a 
form satisfactory to the Minister. 


Related Provisions: 220(3.6) — Assessment of penalty. 


History: Subsec. 220(3.5) added by 1994, c:.7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections:in respect of 1985 et seq. 


(3.6) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election, 
amended election and revoked election referred to in 
subsection (3:3), assess any penalty payable and 
send a notice of assessment to the taxpayer or the 
partnership, as the case may be, and the taxpayer or 
the partnership, as the case may be, shall pay forth- 
with to the Receiver General the amount, if any, by 
which the penalty so assessed exceeds the total of all 
amounts previously paid on account of that penalty. 


Related Provisions: 161(11)(c) — Interest on penalties. 


History: Subsec. 220(3.6) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 ef seq. 


(3.7) Idem — The provisions of Divisions I and J of 
Part I apply, with such modifications as the circum- 
stances require, to an assessment made under this 
section as though it had been made under. section 
15 : 


History: Subsec. 220(3.7) added by 1994, c..7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 et seq. 


(4) Security — The Minister may, if the Minister 
considers it advisable in a particular case, accept se- 
curity for payment of any amount that is or may be- 
come payable under this Act. 


Related Provisions: 159(2) — Certificate before distribution; 
222.1 — Application to awards of court costs. 
Pre-RSC History: Subsec: 220(4) substituted by 1984, c. 45, s. 
88, applicable after February 15, 1984. Subsec. 220(4) formerly 
read: 

(4) Security — The Minister may, if he considers it advisable 


in a particular case, accept security for payment of taxes by 
way of mortgage or other charge of any kind whatever on 


S. 220(4.3) 


property of the taxpayer or any other person or by way of 
guarantee from other persons. 


Regulations: 2200 (Minister may discharge security). 


(4.1) Idem — Where a taxpayer has objected to or 
appealed from an assessment under this Act, the 
Minister shall, while the objection or appeal is out- 
standing, accept adequate security furnished by or on 
behalf of the taxpayer for payment of the amount in 
controversy except to the extent that the Minister 
may collect the amount because of subsection 
ye moped A 

History: Subsec. 220(4.:1) amended by. 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 127(3). Subsec. (4.1) formerly read: 


(4.1) Idem where objection or appeal — Where a taxpayer 
has objected to or appealed from an assessment under this 
Act, the Minister shall accept adequate security furnished by 
or on behalf of the taxpayer for payment of the amount in 
controversy while the objection [or] appeal is outstanding. 


Pre-RSC History: Subsec. 220(4.1) added (and former (4.1) 
amended and renumbered as (4.2)) by 1985, c. 45, s. 113. 


(4.2) Surrender of excess security — Where at 
any time a taxpayer requests in writing that the Min- 
ister surrender any security accepted by the Minister 
under subsection (4) or (4.1), the Minister shall sur- 
render the security to the extent that the value of the 
security exceeds the total of amounts payable under 
this Act by the taxpayer at that time. 


Related Provisions: 222.1 — Application to awards of court 
costs. 


Pre-RSC History: Subsec. 220(4.2) substituted for former subsec. 
(4.1) and amended by 1985, c, 45, s. 113. Former subsec. 220(4.1) 
read: 


(4.1) Duty of Minister — Where at any time a taxpayer re- 
quests in writing that the Minister surrender any security ac- 
cepted by the Minister under subsection (4), the Minister 
shall surrender the security to the extent that the amount 
thereof exceeds the amount for which the security was ac- 
cepted that is payable at that time. 


Subsec. 220(4.1) added by 1984, c. 45, s. 88, applicable after Febru- 
ary 15, 1984. 


(4.3) Security furnished. by a member 
institution of a deposit insurance corpora- 
tion — The Minister shall accept adequate ‘security 
furnished by or on behalf of a taxpayer that is a 
member institution in relation to a deposit insurance 
corporation (within the meaning assigned by subsec- 
tion 137.1(5)) for payment of 


(a) the tax payable under this Act by the taxpayer 
for a taxation year, to the extent that the amount 
of that tax exceeds the amount that that tax would 
be if no amount that the taxpayer is obliged to 
repay to the corporation were included under par- 
agraph 137.1(10)(a) or (b) in computing the tax- 
payer’s income for the year or a preceding taxa- 
tion year, and 


(b) interest payable under this Act by the tax- 
payer on the amount determined under paragraph 


(a), 
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until the earlier of 


(c) the day on which the taxpayer’s obligation re- 
ferred to in paragraph (a) to repay the amount to 
the corporation is settled or extinguished, and 


(d) the day that is 10 years after the end of the 
year. 
History: Para. 220(4.3)(a) amended by 1994, c. 7, Sch. Il (1991, c. 


49), subsec. 181(2), to substitute “for the year or a preceding taxa- 
tion year” for “for the year”, applicable after July 13, 1990. 


Pre-RSC History: Subsec. 220(4.3) added by 1987, c. 46, s. 65, 
applicable after February 17, 1987. 


(4.4) Additional security — The adequacy of se- 
curity furnished by or on behalf of a taxpayer under 
subsection (4.3) shall be determined by the Minister 
and the Minister may require additional security to 
be furnished from time to time by or on behalf of the 
taxpayer where the Minister determines that the se- 
curity that has been furnished is no longer adequate. 


History: Subsec. 220(4.4) added by 1987, c. 46, s. 65, applicable 
after February 17, 1987. 


(5) Administration of oaths — Any officer or 
servant employed in connection with the administra- 
tion or enforcement of this Act, if designated by the 
Minister for the purpose, may, in the course of that 
employment, administer oaths and take and receive 
affidavits, declarations and affirmations for the pur- 
poses of or incidental to the administration or en- 
forcement of this Act or regulations made thereun- 
der, and every officer or servant so designated has 
for those purposes all the powers of a commissioner 
for administering oaths or taking affidavits. 


(6) Assignment by corporation — Notwith- 
standing section 67 of the Financial Administration 
Act and any other provision of a law of Canada or a 
province, a corporation may assign any amount pay- 
able to it under this Act. 


Related Provisions: 220(7) — Assignment not binding on fed- 
eral government. 


History: Subsec. 220(6) added by 1997, c. 25, s. 66, applicable to 
assignments made after March 5, 1996: 


(7) Effect of assignment — An assignment, re- 
ferred to in subsection (6) is not binding on Her Maj- 
esty in right if Canada and, without limiting the gen- 
erality of the foregoing, 


(a) the Minister is not required to pay to the as- 
signee the assigned amount; 


(b) the assignment does not create any liability of 
Her Majesty in right of Canada to the assignee; 
and 


(c) the rights of the assignee are subject to all eq- 
uitable and statutory rights of set-off in favour of 
Her Majesty in right of Canada. 
History: Subsec. 220(7) added by 1997, c. 25, s. 66, applicable to 
assignments made after March 5, 1996: 


Definitions [s. 220]: “amount” — 248(1); “assessment” — 220; 
“corporation” — 248(1), Interpretation Act 35(1); “employed”, 
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“employment”, “insurance corporation”, “Minister” — 248(1); 
“oath” — Interpretation Act 35(1); “officer” — 248(1)“office”; 
“person”, “prescribed”, “property” — 248(1); “province” — Inter- 
pretation Act 35(1); “servant” — 248(1)“employment”; “tax paya- 
ble” — 248(2); “taxation year” — 249; “taxpayer” — 248(1); “writ- 
ing” — Interpretation Act 35(1). 


221. (1) Regulations — The Governor in Council 
may make regulations 


(a) prescribing anything that, by this Act, is to be 
prescribed or is to be determined or regulated by 
regulation; are 


(b) prescribing the evidence required to establish 
facts relevant to assessments under this Act; 


(c) to facilitate the assessment of tax where de- 
ductions or exemptions of a taxpayer have 
changed in a taxation year; 


(d) requiring any class of persons to make infor- 
mation returns respecting any class of informa- 
tion required in connection with assessments 
under this Act; » 


(d.1) requiring any person to provide any infor- 
mation including that person’s name, address and 
Social Insurance Number to any class of persons 
required to make an information return contain- 
ing that information; 


(e) requiring a person who is, bya regulation 
made under paragraph (d), required to make an 
information return to supply a copy of the infor- 
mation return or of a prescribed part thereof to 
the person to whom the information return or part 
thereof relates; 


(f) authorizing a designated officer or class of of- 
ficers to exercise powers or perform duties of the 
Minister under this Act; 


Selected Cases [para. 221(1)(f)]; Doyle v. MNR, [1989] 2 
C.T.C. 270 (FCTD) (Abeyance letter may be signed by taxpayer’s 
designated agent and an officer of Appeals Division). 


(g) providing for the retention by way of deduc- 
tion or set-off of the amount of a taxpayer’s in- 
come tax or other indebtedness under this Act out 
of any amount or amounts that may be or become 
payable by Her Majesty to the taxpayer in respect 
of salary or wages; 


(h) defining the classes of persons who may be 
regarded as dependent for the purposes of this 
Act; 


(i) defining the classes of non-resident persons 
who may be regarded for the purposes of this Act 


(i) as a spouse supported by a taxpayer, or 
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(ii) as a person dependent or wholly. depen- 
dent on a taxpayer for support, 


and specifying the evidence required to establish 
that a person belongs to any such class; and 


(j) generally to carry out the purposes and provi- 
sions of this Act. 


Related Provisions [subsec. 221(1)]: 65(2) — Regulations 
permitting resource allowances; 147.1(18) — Authority for regula- 
tions re registered pension plans; 214(13), 215(4), (5) — Regula- 


tions re non-resident withholding tax; 221(2) — Effect of regula- 


tions; 221(3) — Regulations binding Crown; 233 — Demands for 
information returns; 244(12) — Judicial notice to be taken of 
regulations. 


Pre-RSC History [Subsec. 221(1)]: Paras. 221(1)(d.1) and (e) 


substituted by 1988, c. 55, s. 167. Paras. 221(1)(d.1) and (e) for- 


merly read: 


(d.1) requiring any person who has acquired a debt obligation 
in bearer form to provide information respecting his name, 
address and Social Insurance Number to any other person 
who is required to make an information return in respect 
thereof, 


(e) requiring a person who is, by a regulation made under par- 
agraph (d), required to make an information return to supply a 
copy of the information return or of a prescribed portion 
thereof to the person or persons in respect.of whose income 
the information return or portion thereof relates, 


Para. 221(1)(d.1) added by 1986, c. 55, subsec. 75(1), in force from 
November :1, 1987. 


Selected Cases [subsec. 221(1)]: Milley et al. v. Granby 
Const. & Equipment Ltd. et al., [1974] C.T.C. 701 (B.C. CA) (Min- 


ister may delegate power to seize records under subsection 231(4)). 


Regulations [subsec. 221(1)]: Part I — Part XCII. For regula- 
tions under paras. 221(1)(d), (e), see Part II; under para. (f), see Part 
IX; under. para. (g), see Part XXV. 


Information Circulars [subsec. 221(1)]: 82-2R2: SIN legisla- 
tion that relates to the preparation of information slips. 


(2) Effect — A regulation made under this Act shall 
have effect from the date it is published in the Can- 
ada Gazette or at such time thereafter as may be 
specified in the regulation unless the regulation pro- 
vides otherwise and it 


(a) has a relieving effect only; 


(b) corrects an ambiguous or deficient enactment 
that was not in accordance with the objects of this 
Act or the Income Tax Regulations; 


(c) is consequential on an amendment to this Act 
that is applicable before the date the regulation is 
published in the Canada Gazette; or 


(d) gives effect to a budgetary or other public an- 
nouncement, in which case the regulation shall 
not, except where paragraph (a), (b) or (c) ap- 
plies, have effect 


(i) before the date on which the announcement 
was made, in the case of a deduction or with- 
holding from an amount paid or credited, and 


(ii) before the taxation year in which the an- 


S..221.2 


nouncement is made, in any other case. 


Pre-RSC History: Subsec. 221(2) substituted by 1986, c. 55, 
subsec. 75(2). Subsec. 221(2) formerly read: 


(2) Publication — No regulation made under this Act has ef- 
fect until it has been published in the Canada Gazette but, 
when so published, a regulation shall, if it so provides, be ef- 
fective with reference to a period before it was published. 


(3) Regulations binding Crown — Regulations 


made under paragraph (1)(d) or (e) are binding on 
Her Majesty in right of Canada or a province. 


History: Subsec. 221(3) added by 1994, c. 7, Sch. II (1991, c. 49), 


Definitions [s.:221]: “amount”, “assessment” — 248(1); “Gover- 


nor in Council” — Interpretation Act 35(1); “Minister”, “‘non-resi- 


dent”, “person”, “prescribed”, “regulation”, “salary or wages” — 


248(1); “spouse” —252(4)(a);. “taxation year” — 249; “tax- 
payer” — 248(1). ‘3 


221.1 Application of interest — For greater cer- 
tainty, where an amendment to this Act or an amend- 
ment or enactment that relates to this Act applies to 
or in respect of any transaction, event or time, or any 
taxation year, fiscal period or other period of time or 
part thereof (in this section referred to as the “appli- 
cation time’’) occurring, or that is, before the day on 
which the amendment or enactment is assented to or 
promulgated, for the purposes of the provisions of 
this Act that provide for payment of, or liability to, 
any interest, the amendment or enactment shall, un- 
less a contrary intention is evident, be deemed to 
have come into force at the beginning of the last tax- 
ation year beginning before the application time. 
History: S. 221.1 added by 1994, c. 7, Sch. II (1991, c. 49), s. 183, 
applicable to amendments and enactments assented to or promul- 
gated after 1989 and shall be deemed to have come into force on 
January 1, 1990. 

Definitions: “fiscal period” — 248(1), 249(2)(b), 249.1; “taxation 
year” — 11(2), 249. 


221.2 Re-appropriation of amounts — Where a 
particular amount was appropriated to an amount (in 
this section referred to as the “debt”) that is or may 
become payable by a person under any enactment re- 
ferred to in paragraphs 223(1)(a) to (d), the Minister 
may, on application by the person, appropriate the 
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particular amount, or a part thereof, to another 
amount that is or may become payable under any 
such enactment and, for the purposes of any such 
enactment, 


(a) the later appropriation shall be deemed to 
have been made at the time of the earlier 
appropriation; 

(b) the earlier appropriation shall be deemed not 
to have been made to the extent of the later ap- 
propriation; and 

(c) the particular amount shall be deemed not to 
have been paid on account of the debt to the ex- 
tent of the later appropriation. 


History: S. 221.2 added by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
128. 


Definitions: “amount”, “Minister”, “person” — 248(1). 
Collection 


222. Debts to Her Majesty — All taxes, interest, 
penalties, costs and other amounts payable under this 
Act are debts due to Her Majesty and recoverable as 
such in the Federal Court of Canada or any other 
court of competent jurisdiction or in any other man- 
ner provided by this Act. 


Related Provisions: 225.1 — Collection restrictions. 


Selected Cases [s. 222]: MNR v. 2440-1986 Quebec Inc., [1990] 
2 C.T.C. 149 (FCTD) (Valid seizure of goods sold to avoid tax lia- 
bility); Clarkson Co. Ltd. v. Canada, [1989] 1 C.T.C. 142 (FCA) 
(Crown may set off debt to taxpayer against tax debt to Crown); The 
Queen v. Sands Motor Hotel Ltd. et al., [1984] C.T.C. 612 (Sask. 
QB) (Dividends paid out prior to assessment set aside and preferred 
shares redeemed to. protect Crown as creditor under Business Cor- 
porations Act (Sask.)). 


Definitions: “amount” — 248(1). 


223. (1) Definition of “amount payable” — For 
the purposes of subsection (2), an “amount payable” 


Income Tax Act 


by a person means any or all of 


(a) an amount payable under this Act by the 
person; 


(b) an amount payable under the Employment In- 
surance Act by the person 


(c) an amount payable under the Canada Pension 
Plan by the person; and 


(d) an amount payable by the person under an 
Act of a province with which the Minister of Fi- 
nance has entered into an agreement for the col- 
lection of taxes payable to the province under that 
Act. 


Related Provisions: 221.2 — Transfers of balances between ac- 
counts; 223.1(1) — Application. 


History: Para. 223(1)(b) amended by 1996, c. 23, para. 187(d), to 
substitute “Employment Insurance Act” for “Unemployment Insur- 
ance Act’, in force June 30, 1996. 


(2) Certificates — An amount payable by a person 
(in this section referred to as a “debtor’’) that has not 
been paid or any part of an amount payable by the 
debtor that has not been paid may be certified by the 
Minister as an amount payable by the debtor. 


Related Provisions: 222.1 — Application to awards of court 
costs. 


Selected Cases [subsec. 223(2)]: Royal Bank of Canada v. 
Canada, [1992] 2 C.T.C. 427 (BCCA) (Provision did not contra- 
vene section 8 of the Charter or paragraph 1(a) of the Bill of 
Rights); Wright v. A.G. Can., [1988] 1 C.T.C. 107 (Ont. DC) 
(Crown priority over spouse claiming arrears in support payments 
not violation of Charter); Bois de Construction du Nord (1971) Ltée 
v. The Queen, [1987] 1 C.T.C. 333 (FCA) (Federal Court has juris- 
diction to hear and order provisional seizure); Lennox Industries 
(Canada) Ltd. v. The Queen, [1987] 1 C.T.C. 171 (FCTD) (Equality 
provisions of Charter inapplicable to Crown’s priority as creditor); 
Morgan Trust Co. v. Dellelce et al., [1985] 2 C.T.C. 370 (Ont. SC) 
(Shares in RRSP account subject to seizure but trustee of RRSP has 
no obligation under Crown’s third-party demand where money not 
yet payable to taxpayer); Stephens Estate v. The Queen, [1985] 2 
C.T.C. 149 (FCTD) (Re-filing of writs not new seizure after tempo- 
rary lifting of same); 384238 Ontario Ltd. et al. v. The Queen, 
[1984] C.T.C. 523 (FCA) (Suit against Crown for conversion of 
company’s assets seized for individual’s tax liabilities dismissed 
where Crown did not use assets as owner; trespass action estopped 
where individual treated assets as his own); Charron Estate v. The 
Queen, [1984] C.T.C. 237 (FCTD) (Certificate quashed where Min- 
ister’s Opinion not supported by facts); Frankel v. The Queen, 
[1984] C.T.C. 259 (FCTD) (Taxpayer and corporations entered into 
agreement with Minister re tax debts; Minister, failing to observe 
notations on cheques as to applicable debt, did, not act improperly; 
taxpayer’s personal debt remained unpaid); The Queen v. Van de 
Wygerd, [1983] C.T.C. 99 (FCTD) (Subsequent to filing certificate, 


1728 


Part XV — Administration and Enforcement 


seizure of property sold by taxpayer set aside where fraud not 
proven); Chouinard et al. v. Saint-Martin et al., [1982] C.T.C. 177 
(FCTD) (Seizure of property transferred pursuant to order valid 
where certificate filed before deed of transfer registered under Civil 
Code); Athenian Construction Ltd. v. The Queen, 81 DTC 5352 
(FCTD) (After filing certificate, Crown’s application for attachment 
order dismissed where improper procedure employed); Re Gero, 
[1979] C.T.C..309 (FCTD) (RRSP. funds subject to seizure); The 
Queen v. Restaurant and Bar La Seigneurie de Sept-Iles Inc., [1977] 
C.T.C. 96 (FCTD) (Seizure by Crown of assets used as security on 
bank loan was valid; rather than opposing seizure, bank permitted to 
recover amounts from proceeds of sale as creditor under article 604 
of Quebec Code of Civil Procedure); The Queen y. Williams, [1975] 
C.T.C. 397 (FCTD) (No direction required for amount to be 
payable). 


(3), Registration in court — On production to the 
Federal Court, a, certificate made.under subsection 
(2) in respect of a debtor shall be registered in the 
Court and when so registered has the same effect, 
and all proceedings may be taken thereon, as if the 
certificate were a judgment obtained in the Court 
against the debtor for a debt in the amount certified 
plus interest thereon to the day of payment as pro- 
vided by the statute or statutes referred to in subsec- 
tion (1) under which the amount is payable and, for 
the purpose of any such proceedings, the certificate 
shall be deemed to be a judgment of the Court 
against the debtor for a debt due to Her Majesty, en- 
forceable in the amount. certified plus interest 
thereon. to the day of payment as provided by that 
Statute or statutes. 


Related Provisions: 161(1) — Interest; 161(11) — Interest on 
penalties; 222.1— Application to awards of. court costs; 
223.1(1) — Application; 227.1(2)(a) — Liability of directors; 
248(11) — Compound interest. 


History: Subsec, 223(3) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 129. Subsec. (3) formerly read: 


(3) Registration in Court — On production to the Federal 
Court, a certificate made under subsection (2) in respect of a 
debtor shall be registered in the Court and when so registered 
has the same effect, and all proceedings may be taken 
thereon, as if the certificate were a judgment obtained in the 
Court against the debtor for a debt in the amount certified 
plus interest thereon to the day of payment as provided by 
law and, for the purposes of any such proceedings, the certifi- 
cate shall be deemed to be a judgment of the Court against 
the debtor for a debt due to Her Majesty enforceable in the 
amount certified plus interest thereon to the day of payment 
as provided by law. 


Selected Cases [subsec. 223(3)]: Kune v. The Queen, [1982] 
C.T.C. 300 (FCTD) (Stay of execution granted with respect to real 
property, but not personal, property where. taxpayer provided evi- 
dence of fire insurance, mortgage and tax payment); Re Van Gastel, 
[1982] C.T.C. 61 (FCTD) (Federal Court exercised jurisdiction to 
indefinitely stay further execution of writ of fieri facias issued by it 
where Minister failed to deal with objection “with all due dis- 
patch”); The Queen v. Rumball, [1981] C.T.C. 9 (FCTD) (Stay of 
execution only granted where seizure:made and assessment under 
objection or appeal). 


(4) Costs — All reasonable costs and charges. in- 
curred or paid in respect of the registration in the 
Court of a certificate made under subsection (2) or in 
respect. of any proceedings taken to collect the 
amount certified are recoverable in like manner as if 


S. 223(7) 


they had been included in the amount certified in the 
certificate when it was registered. 


(5) Charge on land — A document (in this section 
referred to as a “memorial”) issued by the Federal 
Court evidencing a certificate in respect of a debtor 
registered under subsection (3) may be filed, regis- 
tered or otherwise recorded for the purpose of creat- 
ing a charge or lien on or otherwise binding land in a 
province, or any interest therein, held by the debtor 
in the same manner as a document evidencing a 
judgment of the superior court of the province 
against a person for a debt owing by the person may 
be filed, registered or otherwise recorded in accor- 
dance with the law of the province to create'a charge 
or lien on or otherwise bind land, or any interest 
therein, held by the person. 


Related Provisions: 223.1(1) — Application; 248(4) — Interest 
in real property. 


(6) Idem — Where a memorial has been filed, regis- 
tered or otherwise recorded under subsection (5), a 
charge or lien is created on land in the province, or 
any interest therein, held by the debtor, or such land 
or interest is otherwise bound, in the same manner 
and to the same extent as if the memorial were a 
document evidencing a judgment of the superior 
court of the province. 


Related Provisions: 223.1(1)— Application; 248(4) — Interest 
in real property. 


(7) Proceedings in respect of memorial — 
Where a memorial of a certificate in respect of a 
debtor registered under subsection (3) is filed, regis- 
tered or otherwise recorded as permitted under sub- 
section (5), proceedings may be taken in’ respect 
thereof, including proceedings 


(a) to enforce payment of the amount certified in 
the certificate, interest thereon and all costs and 
charges paid or incurred in respect of 


(i) the filing, registration or other recording of 
the memorial, and 


(ii) proceedings taken to collect the amount, 


(b) to renew or otherwise prolong the effective- 
ness of the filing, registration or other recording 
of the memorial, 


(c) to cancel or withdraw the memorial wholly or 
in respect of one or more parcels of land or inter- 
ests in land affected by the memorial, or 


(d) to postpone the effectiveness of the filing, re- 
gistration or other recording of the memorial in 
favour of any right, charge or lien that has been 
or is intended to be filed, registered or otherwise 
recorded in respect of any land or interest in land 
affected by the memorial, 


in the same manner and subject to the same restric- 
tions and limitations as though the memorial were a 
document evidencing a judgment of the superior 
court of the province except that, where in any such 
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proceeding or as a condition precedent to any such 
proceeding any order, consent or ruling is required 
under the law of the province to be made or given by 
the superior court of the province or a judge or offi- 
cial thereof, a like order, consent or ruling may be 
made or given by the Federal Court ‘or a judge or 
official thereof and, when so made or given, has the 
same effect for the purposes of the proceeding as 
though made or given by the superior court of the 
province or a judge or official thereof. 


(8) Presentation of documents — Where a me- 
morial of a certificate registered under subsection (3) 
is presented for filing, registration or other recording 
as permitted under subsection (5), or any document 
relating to the memorial is presented for filing, regis- 
tration or other recording for the purpose of any pro- 
ceeding described in subsection (7), to any officer of 
a superior court of a province or to any official in the 
land registry system of a province, it shall be ac- 
cepted for filing, registration or other recording as 
though it were a like document issued from the supe- 
rior court of the province or prepared in respect of a 
document evidencing a judgment of the superior 
court of the province for the purpose of a like pro- 
ceeding, as the case may be, except that, where the 
memorial or document is issued by the Federal Court 
or signed or certified by a judge or official thereof, 
any affidavit, declaration or other evidence required 
under the law of the province to be provided with or 
to accompany the memorial or document in such 
proceedings shall be deemed to have been provided 
with or to have accompanied the memorial or docu- 
ment as so required, 


Related Provisions: 223.1(1) — Application. 


(9) Sale, etc. — Notwithstanding any law of Can- 
ada or of a province, a sheriff or other person shall 
not, without the written consent of the Minister, sell 
or otherwise dispose of any property, or publish any 
notice or otherwise advertise in respect of any sale or 
other disposition of any property pursuant to any 
process issued or charge or lien created in any pro- 
ceeding to collect an amount certified in a certificate 
made under subsection (2), interest thereon and costs 
but any property that would have been affected by 
such a process, charge or lien had the Minister’s con- 
sent been given at the time the process was issued or 
the charge or lien was created, as the case may be, 
shall be bound, seized, attached, charged or other- 
wise affected as it would be had that consent been 
given at the time the process was issued or the 
charge or lien was created, as the case may be. 


Related Provisions: 223.1(1)— Application. 


(10) Completion of notices, etc. — Where infor- 
mation required to be set out by any sheriff or other 
person in a minute, notice or document required to 
be completed for any purpose cannot, by reason of 
subsection (9), be so set out, the sheriff or other per- 
son shall complete the minute, notice or document to 


Income Tax Act 


the extent possible without that information and, 
when the consent of the Minister is given for the pur- 
pose of that subsection, a further minute, notice or 
document setting out all the information shall be 
completed for the same purpose, and the sheriff or 
other person having complied with this subsection 
shall be deemed to have complied with the Act, reg- 
ulation or rule requiring the information to be set out 
in the minute, notice or document. 


Related Provisions: 223.1(1) — Application. 


(11) Application for an order —A sheriff or 
other person who is unable, by reason of subsection 
(9) or (10), to comply with any law or rule of court 
shall be bound by such order as may be made by a 
judge of the Federal Court, on an ex parte applica- 
tion by the Minister, for the purpose of giving effect 
to the proceeding, charge or lien. 


Related Provisions: 223.1(1) — Application. 


(12) Details in certificates and memorials — 
Notwithstanding any law of Canada or of a province, 
in any certificate made under subsection (2) in re- 
spect of a debtor, in any memorial evidencing the 
certificate or in any writ or document issued for the 
purpose of collecting an amount certified, it is suffi- 
cient for all purposes 


(a) to set out, as the amount payable by the 
debtor, the total of amounts payable by the debtor 
without setting out the separate amounts making 
up that total; and 


(b) to refer to the rate of interest to be charged on 
the separate amounts making up the amount pay- 
able in general terms as interest at the rate pre- 
scribed under this Act applicable from time to 
time on amounts payable to the Receiver General 
without indicating the specific rates of interest to 
be charged on each of the separate amounts or to 
be charged for any particular period of time. 
Related Provisions [subsec. 223(12)]: 223.1(1) — Applica- 
tion; 225.1 — Collection restrictions. 
Pre-RSC History [s. 223]: Para. 223(12)(b) amended by 1990, c. 
39, s. 53, to add “on amounts payable to the Receiver General”, 
applicable with respect to interest to be calculated in respect of peri- 
ods after September 1989. 
S. 223 substituted by 1988, c. 55, s. 168. (For application see s. 
223.1.) S. 223. formerly read: 


223. (1) Certificates — An amount payable under this Act 
that has not been paid or such part of an amount payable 
under this Act as has not been paid may be certified by the 
Minister. 


(2) Judgments — On production to the Federal Court of 
Canada, a certificate made under this section shall be regis- 
tered in the Court and when registered has the same force and 
effect, and all proceedings may be taken thereon, as if the cer- 
tificate were a judgment obtained in the said Court for a debt 
of the amount specified in the certificate plus interest to the 
day of payment as provided for in this Act. 


(3) Costs — All reasonable costs and charges attendant upon 
the registration of the certificate are recoverable in like man- 
ner as if they had been certified and the certificate had been 
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_ registered under this section. 


Subsec. 223(1) substituted by 1985, c..45, s. 14> Subsée. 2231) 
formerly read: 


223. (1) Certificates — An amount payable under this Act 
that has not been paid or such part of an amount payable 
under this Act as has not been paid may be certified by the 
Minister 


(a) where there has been a direction by the Minister 
under subsection 158(2), forthwith after such direction, 
and . 


(b) otherwise, upon the expiration of 30 days after the 
default. . 


Selected Cases [s. 223]: Optical Recording Laboratories Inc. v. 
Canada, [1990] 2 C.T.C. 524 (FCA) (Reassessment held*not.to nul- 
lify a certificate previously filed which includes tax payable under 
previous assessment; where reassessment adds nothing to assess- 
ment, it nullifies previous certificate); Bougie v. Canada, [1990] 2 
C.T.C. 365 (FCTD) (Beneficiary under will liable for tax debts of 
deceased despite having received discharge issued in error). 


Definitions [s. 223]: “amount” — 248(1):; “ 
property 248(4); “memorial” — 223(5); “Minister”, “person”, 
“property” — 248(1); “superior court” — Interpretation Act 35(1). 


Regulations [S. 223]:.4301 (prescribed rate of interest). 


223.1 (1) Application of subsecs. 223(1) to (8) 
and (12) — Subsections 223(1) to (8) and (12) are 
applicable with respect to certificates made under 
section 223 or section 223 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
after 1971 and documents evidencing such. certifi- 
cates that were issued by the Federal Court and that 
were filed, registered or otherwise recorded after 
1977 under the laws of a province, except that, 
where any such certificate or document was the sub- 
ject of an action pending in a court on February 10, 
1988 or the subject of a court decision given on or 
before that date, section 223 shall be read, for the 
purposes of applying it with respect to that certificate 
or document, as section 223 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
read. at the time the certificate was registered or the 
document was issued, as the case may be. 


(2) Application of subsecs. 223(9) to (11) — 
Subsections 223(9) to (11) are applicable with re- 
spect to certificates made under section 223, or sec- 
tion 223 of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, after September 
13, 1988. 


Origin of s. 223.1: R.S.C. 1985, c. 1 (Sth Supp.) (formerly con- 
tained in rules of application in 1988, c. 55, s. 168). 


I.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


224. (1) Garnishment — Where the Minister has 
knowledge or suspects that a person is, or will be 
within one year, liable to make a payment to another 
person who is liable to make a payment under this 
Act (in this subsection and subsections (1.1) and (3) 
referred to as the “tax debtor’), the Minister may in 
writing require the person to pay forthwith, where 


S.'224(1.1)(a) 


the moneys are immediately payable, and in any 
other case as and when the moneys become payable, 
the moneys otherwise payable to the tax debtor in 
whole or in part to the Receiver General on account 
of the tax debtor’s liability under this: Act. 


Related Provisions: 222.1 — Application to awards of court 
costs; 224(5), (6)-— Service of garnishee; 225.1 —~Collection re- 
strictions;. 244(5),.(6) — Proof of service by.,mail.or personal ser- 
vice; 248(7)(a) — Mail deemed received on day mailed. 


History: Subsec. 224(1) substituted by 1994, c. 21, nein 101(1), 
applicable to requirements and notifications made after 1992, except 
that, in applying the subsec. to requirements and notifications made 
on or before June 15, 1994, the reference to “one year” shall be read 
as “90 days”. That subsec. formerly‘read: 


(1) Garnishment — Where the Minister has: knowledge or 
suspects that a person is or will be, within 90 days, liable to 
make a payment to. another person who is. liable to make a 
payment under this Act (in this subsection and subsections 
(1.1) and (3) referred to as the “tax' debtor”), the Minister 
may, by registered letter or by a letter served personally, re- 
quire that person to pay forthwith, where the moneys are im- 
mediately payable, and in any other case, as and when the 
moneys become payable, the moneys otherwise payable to 
the tax debtor in whole or in part to the Receiver General on™ 
account of the tax debtor’s liability under this Act. 


Selected Cases [Subsec. 224(1)]: National Trust Co. v. Can- 
ada, |1997] 1 C.T.C. 2549 (TCC) (Minister cannot seize funds held 
by trustee of RRSP); Bank of; Montreal v. MNR,; [1992] 1-C.T-:C. 
2292 (TCC) (Bank served with garnishment order not liable for 
honouring cheques drawn on trust: account by wife of tax debtor); 
Manufacturers Life Insurance Co. v. MNR, [1991] 2’C.T.C. 2171 
(TCC) (Provision inapplicable to force insurer to pay money under 
policy since no amount actually payable to taxpayer at time of at- 
tempted garnishment); Chhabra vy. Canada, [1989] 2 C.T.C. 13 
(FCTD) (Damages for unfair or malicious treatment of taxpayer 
awarded against Crown garnishing 75% of gross income and failing 
to attempt settlement of debt reasonably); Ontario’ Development 
Corp. v. Canada, [1989] 1 C.T.C. 319 (FCTD) (Book debts abso- 
lutely assigned before Crown’s third-party demand not subject to 
garnishment); De Coninck v. Royal Trust Corp., [1989] 1 C.T.C. 
179 (N.B. CA) (Relationship between depositor and trust company 
administering RRSP is that of cestui que trust and ‘trustee, not 
debtor and creditor, and trustee is not person “liable to make a pay- 
ment” within scope of provision); Lennox Industries (Canada) Ltd. 
v. The Queen, [1987] 1 C.T.C. 171 (FCTD) (Charter inapplicable.to 
Crown’s priority over other creditors); The Queen v. Royal Bank of 
Canada, [1986] 2 C.T.C. 211 (FCA) (Actual notice to company’s 
debtors not required to validly assign debts in manner opposable to 
Crown’s third-party demand; constructive notice; by registration suf- 
ficient); Sorenson.v. MNR, 82. DTC, 6246 (FCA) (Garnishment may 
take place without, prior filing of certificate); Canadian Imperial 
Bank of Commerce v, The Queen, [1981] C.T.C. 435 (FCTD) 
(Bank’s section 88 (now section 178) security under Bank Act and 
general assignment of book debts have priority over Crown’s third- 
party demand); Qureshi et.al. v. MNR; [1979] C.T.C. 216 (FCTD) 
(Administrative decision of Minister whether or not to rely on gar- 
nishment not subject to judicial review); Jamison v. Federal Busi- 
ness Development Bank et al., 78 DTC 6482 (B.C. SC) (Service of 
demand does not transfer property in the debt). 


See also cases at end of s. 224 


(1.1) Idem — Without limiting the generality of 
subsection (1), where the Minister has knowledge or 
suspects that within 90 days 


(a) a bank, credit union, trust company or other 
similar person (in this section referred to as the 
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“institution”) will lend or advance moneys to, or 
make a payment on behalf of, or make a payment 
in respect of a negotiable instrument issued by, a 
tax debtor who is indebted to the institution and 
who has granted security in respect of the indebt- 
edness, or 


(b) a person, other than an institution, will lend or 
advance moneys to, or make a payment on behalf 
of, a tax debtor who the Minister knows or sus- 
pects 
(i) is employed by, or is engaged in providing 
services or property to, that person or was or 
will be, within 90 days, so employed or en- 
gaged, or 


(11) where that person is a corporation, is not 
dealing at arm’s length with that person, 


the Minister may in writing require the institution or 
person, as the case may be, to pay in whole or in part 
to the Receiver General on account of the tax 
debtor’s liability under this Act the moneys that 
would otherwise be so lent, advanced or paid and 
any moneys so paid to the Receiver General shall be 
deemed to have been lent, advanced or paid, as the 
case may be, to the tax debtor. 

Related Provisions: 222.1 — Application to awards of court 
costs; 224(5), (6) — Service of garnishee; 225.1 — Collection re- 
strictions; 244(5), (6) — Proof of service by mail or personal ser- 
vice; 248(7)(a) — Mail deemed received on day mailed. 


History: The closing words of subsec. 224(1.1) substituted by 
1994, c. 21, subsec. 101(2), applicable to requirements and notifica- 
tions made after 1992. The closing words of that subsec. formerly 
read: 


the Minister may, by registered letter or by a letter served 
personally, require the institution or person, as the case may 
be, to pay in whole or in part to the Receiver General on ac- 
count of the tax debtor’s liability under this Act the moneys 
that would otherwise be so lent, advanced or paid and any 
moneys so paid to the Receiver General shall be deemed to 
have been lent, advanced or paid, as the case may be, to the 
tax debtor. 


(1.2) Idem — Notwithstanding any other provision 
of this Act, the Bankruptcy and Insolvency Act, any 
other enactment of Canada, any enactment of a prov- 
ince or any law, but subject to subsections 69(1) and 
69.1(1) of the Bankruptcy. and Insolvency Act and 
section 11.4 of the Companies’ Creditors Arrange- 
ment Act, where the Minister has knowledge or sus- 
pects that a particular person is, or will become 
within one year, liable to make a payment 


(a) to another person (in this subsection referred 
to as the “tax debtor”) who is liable to pay an 
amount assessed under subsection 227(10.1) or a 
similar provision, or 


(b) to a secured creditor who has a right to re- 
ceive the payment that, but for a security interest 
in favour of the secured creditor, would be paya- 
ble to the tax debtor, 
the Minister may in writing require the particular 
person to pay forthwith, where the moneys are im- 
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mediately payable, and in any other case as and 
when the moneys become payable, the moneys oth- 
erwise payable to the tax debtor or the secured credi- 
tor in whole or in part to the Receiver General on 
account of the tax debtor’s liability under subsection 
227(10.1) or the similar provision, and on receipt of 
that requirement by the particular person, the amount 
of those moneys that is so required to be paid to the 
Receiver General shall, notwithstanding any security 
interest in those moneys, become the property of Her 
Majesty to the extent of that liability as assessed by 
the Minister and shall be paid to the Receiver Gen- 
eral in priority to any such security interest. 


Related Provisions: 224(5), (6) — Service of garnishee; 244(5), 
(6) — Proof of service by mail or personal service; 248(7)(a) — 
Mail deemed received on day mailed. 


History: Subsec. 224(1.2) amended by 1997, c. 12, s. 128, to add 
“and section 11.4 of the Companies’ Creditors Arrangement Act” 
following “Bankruptcy and Insolvency Act’, to come into force on a 
day to be fixed by order of the Governor in Council. 


The opening words of subsec. 224(1.2) substituted by 1994, c. 21, 
subsec. 101(3), applicable to requirements and notifications made 
after June 15, 1994. The opening words formerly read: 


(1.2) Idem — Notwithstanding any other provision of this 
Act, the Bankruptcy and Insolvency Act (except paragraphs 
69(1)(c) and 69.1(1)(c) of that Act); any other enactment of 
Canada, any enactment of a province or any law, but subject 
to paragraphs 69(1)(c) and 69.1(1)(c) of the Bankruptcy and 
Insolvency Act, where the Minister has knowledge or suspects 
that a particular person is or will become, within 90 days, lia- 
ble to make a payment 


The closing words of subsec. 224(1.2) substituted by 1994, c. 21, 
subsec. 101(4), applicable to requirements and notifications made 
after 1992. The closing words formerly read: 


the Minister may, by registered letter or by a letter served 
personally, require the particular person to pay forthwith, 
where the moneys are immediately payable, and in any other 
case, as and when the moneys become payable, the moneys 
otherwise payable to the tax debtor or the secured creditor in 
whole or in part to the Receiver General on account of the tax 
debtor’s liability under subsection 227(10.1) or a similar pro- 
vision, and on receipt of that letter by the particular person, 
the amount of those moneys that is required by that letter to 
be paid to the Receiver General shall, notwithstanding any se- 
curity interest in those moneys, become the property of Her 
Majesty to the extent of that liability as assessed by the Min- 
ister and shall be paid to the Receiver General in priority to 
any such security interest. 


That portion of subsec. 224(1.2) following para. (b) amended by 
1994, c. 7, Sch. VII (1993, c. 24), s. 130. That portion formerly 
read: 


the Minister may, by registered letter or by a letter served 
personally, require the particular person to pay forthwith, 
where the moneys are immediately payable, and in any other 
case, as and when the moneys become payable, the moneys 
otherwise payable to the tax debtor or the secured creditor in 
whole or in part to the Receiver General on account of the tax 
debtor’s liability under subsection 227(10.1) or a similar pro- 
vision, and on receipt of that letter by the particular person, 
the amount of those moneys that is required by that letter to 
be paid to the Receiver General shall, notwithstanding any se- 
curity interest in those moneys, become the property of Her 
Majesty and shall be paid to the Receiver General in priority 
to any such security interest. 


That portion of subsec. 224(1.2) preceding para. (a) substituted by 
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1994, c. 7, Sch. V (1992, c. 27), s. 91, deemed to have come into 
force November 30, 1992. That portion formerly read: 
(1.2) Idem — Notwithstanding ‘any other provision of this 
Act, the Bankruptcy Act, any other enactment of Canada, any 
enactment of a province or any law, where the Minister has 
knowledge or suspects that a particular person is or will be- 
come, within 90 days, liable to make a payment 


Pre-RSC History: Para. 224(1.2)(a) and that portion of subsec. 

(1.2) following para. (b) were substituted by 1990, c. 34, subsecs. 

(2) and (3), effective June 27, 1990. Those portions formerly read: 
(a) to another person who is liable to pay an amount assessed 
under ‘subsection 227(10.1) or a similar provision, or to a le- 
gal representative of that other person (each of whom is in 
this subsection referred to as the “tax debtor’), or 


the Minister may, by registered letter or by a letter served 
personally, require the particular person to pay forthwith, 
where the moneys are immediately payable, and in any other 
case, as and when the moneys become payable, the moneys 
otherwise payable to the tax debtor or the secured creditor in 
whole or in part to the Receiver General on account of the tax 
debtor’s liability under subsection 227(10.1) or a similar 
provision. 


Subsecs. 1(4), (5) of the said c. 34 read as follows: 


(4) Any moneys received by the Receiver General pursuant to 
a letter issued after December 17, 1987 by the Minister of 
National Revenue under subsection 224(1.2) of the said Act 
shall be deemed to have been paid to the Receiver General as 
required under that subsection as if subsection (3) were appli- 
cable at the time the letter was issued. 


(5) Subsection (4) does not apply in respect of moneys re- 
ceived by the Receiver General where legal proceedings have 
been commenced on or before November 6, 1989 with re- 
spect to the recovery of those moneys. 


Subsec. 224(1.2) added by 1987, c. 46, s. 66, applicable to assess- 
ments in respect of amounts that are deducted or withheld after De- 
cember 17, 1987. 


Selected Cases [subsec. 224(1.2)]See at end of s. 224 


I.T. Technical News: No. 6 (enhanced garnishment takes priority 
over builders’ lien claimants). 


(1.3) Definitions — In subsection (1.2), 


“secured creditor” means a person who has a secur- 
ity interest in the property of another person or who 
acts for or on behalf of that person with respect to 
the security interest and includes a trustee appointed 
under a trust deed relating to a security interest, a 
receiver or receiver-manager appointed by a secured 
creditor or by a court on the application of a secured 
creditor, a sequestrator, or any other person perform- 
ing a similar function; 

Related Provisions: 227(5.1)(h) — Secured creditor jointly lia- 
ble for unremitted withholding tax. 


“security interest” means any interest in property 
that secures payment or performance of an obliga- 
tion and includes an interest created by or arising out 
of a debenture, mortgage, lien, pledge, charge, 
deemed or actual trust, assignment or encumbrance 
of any kind whatever, however or whenever arising, 
created, deemed to arise or otherwise provided for; 


“similar provision” means a provision, similar to 
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subsection 227(10.1), of any Act of a province that 
imposes a tax similar to the tax imposed under this 
Act, where the province has entered into an agree- 
ment with the Minister of Finance for the collection 
of the taxes payable to the province under that Act. 


(1.4) Garnishment — Provisions of this Act that 
provide that a person who has been required to do so 
by the Minister must pay to the Receiver General an 
amount that would otherwise be lent, advanced or 
paid to a taxpayer who is liable to make a payment 
under this Act, or to that taxpayer’s secured creditor, 
apply to Her Majesty in right of Canada or a 
province. 


History: Subsec. 224(1.4) added by 1994, c. 21, énbsecy 101(5), 
applicable June 15, 1994. 


(2) Minister’s receipt discharges original lia- 
bility — The receipt of the Minister for moneys paid 
as required under this section is a good and sufficient 
discharge of the original liability to the extent of the 
payment. 


(3) idem — Where the Minister has, under this sec- 
tion, required a person to pay to the Receiver Gen- 
eral on account of a liability under this Act of a tax 
debtor moneys otherwise payable by the’ person to 
the tax debtor as interest, rent, remuneration, a divi- 
dend, an annuity or other periodic payment, the re- 
quirement applies to all such payments to. be made 
by the person to the tax debtor until the liability 
under this Act is satisfied and operates to require 
payments to the Receiver General out of each such 
payment of such amount as is stipulated by the Min- 
ister in the requirement. 

History: Subsec. 224(3) substituted by 1994, c. 21, subsec. 101(6), 
applicable to requirements and notifications made after. 1992. That 
subsec. formerly read: 


(3) Continuing garnishment until liability satisfied — 
Where the Minister has, under this section, required a person 
to pay to the Receiver General on account of the liability 
under this Act of a tax debtor moneys otherwise payable by 
the person to the tax debtor as interest, rent, remuneration, a 
dividend, an annuity or other periodic payment, the require- 
ment is applicable to all such payments to be made by the 
person to the tax debtor until the liability under this Act is 
satisfied and operates to require payments to the Receiver 
General out of each such payment of such amount as may be 
stipulated by the Minister in the registered letter or letter 
served personally. 


(4) Failure to comply with subsec. (1), (1.2) or 
(3) requirement — Every person who fails to com- 
ply with a requirement under subsection (1), (1.2) or 
(3) is liable to pay to Her Majesty an amount equal 
to the amount that the person was required under 
subsection (1), (1.2) or (3), as the case may be, to 
pay to the Receiver General. 


Related Provisions: 227(10) — Assessment. 
(4.1) Failure to comply with subsec. (1.1) re- 


quirement — Every institution or person that fails 
to comply with a requirement under subsection (1.1) 
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with respect to moneys to be lent, advanced or paid 
is liable to pay to Her Majesty an amount equal to 
the lesser of 


(a) the total of moneys so lent, advanced or paid, 
and 


(b) the amount that the institution or person was 
required under that subsection to pay to the Re- 
ceiver General. 


Related Provisions: 227(10) — Assessments. 


(5) Service of garnishee — Where a person car- 
ries on business under a name or style other than the 
person’s own name, notification to the person of a 
requirement under subsection (1), (1.1) or (1.2) may 
be addressed to the name or style under which the 
person carries on business and, in the case of per- 
sonal service, shall be deemed to be validly served if 
it is left with an adult person employed at the place 
of business of the addressee. 
History: Subsec. 224(5) substituted by 1994, c: 21, subsec. 101(7), 
applicable to requirements and notifications made after 1992. That 
subsec. formerly read: 
(5) Service of garnishee — Where the person who is or is 
about to become indebted or liable under this section carries 
on business under a name or style other than the person’s own 
name, the registered or other letter under subsections (1) and 
(1.2) may be addressed to the name or style under which the 
person carries on business and, in the case of personal ser- 
vice, shall be deemed to have been validly served if it has 
been left with an adult person employed at the place of busi- 
ness of the addressee. 


(6) Idem — Where persons carry on business in 
partnership, notification to the persons of a require- 
ment under subsection (1), (1.1) or (1.2) may be ad- 
dressed to the partnership name and, in the case of 
personal service, shall be deemed to be validly 
served if it is served on one of the partners or left 
with an adult person employed at the place of busi- 
ness of the partnership. 


Related Provisions: 244(20)(b) — Service of documents on 
partnerships. 


History: Subsecs. 224(6) substituted by 1994, c. 21, subsec. 
101(7), applicable to requirements and notifications made after 
1992. That subsec. formerly read: 


(6) Service on partnership — Where the persons who are or 
are about to become indebted or liable under this section 
carry on business in partnership, the registered or other letter 
under subsections (1) and (1.2) may be addressed to the part- 
nership name and, in the case of personal service, shall be 
deemed to have been validly served if it has been served on 
one of the partners or left with an adult person employed at 
the place of business of the partnership. 


Pre-RSC History [s. 224]: Subsec. 224(1) was substituted by 
1990, c. 34, subsec. 1(1), effective June 27, 1990. That portion for- 
merly read: 


224. (1) Garnishment — Where the Minister has knowledge 
or suspects that a person is or will be, within 90 days, liable 
to make a payment to another person who is liable to make a 
payment under this Act (in this section referred to as the “tax 
debtor”), he may, by registered letter or by a letter served per- 
sonally, require that person to pay forthwith, where the mon- 
eys are immediately payable, and, in any other case, as and 
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when the moneys become payable, the moneys otherwise 
payable to the tax debtor in whole or in part to the Receiver 
General on account of the tax debtor’s liability under this Act. 


Subsecs. 1(4), (5) of the said c. 34 read as follows: 


(4) Any moneys received by the Receiver General pursuant to 
a letter issued after December 17, 1987 by the Minister of 
National Revenue under subsection 224(1.2) of the said Act 
shall be deemed to have been paid to the Receiver General as 
required under that subsection as if subsection (3) were appli- 
cable at the time the letter was issued. 


(5) Subsection (4) does not apply in respect of moneys re- 
ceived by the Receiver General where legal proceedings have 
been commenced on or before November 6, 1989 with re- 
spect to the recovery of those moneys. 


Subsecs. 224(1.2), (1.3) added and subsecs. 224(4), (5), (6) 
amended to add in subsecs. (4), (5), (6) reference to subsec. 
224(1.2), and to substitute in subsecs. (5), (6) “liable under this sec- 
tion carries” for “liable carries”, by 1987, c. 46, s. 66, applicable to 
assessments in respect of amounts that are deducted or withheld af- 
ter December 17, 1987. 


Subsecs. 224(1), (1.1), (4.1) substituted by 1980-81-82-83, c. 140, 
subsecs. 121(1), (2). Those subsecs. formerly read: 


224. (1) Garnishment — Where the Minister has knowledge 
or suspects that a person is or is about to become indebted or 
liable to make any payment to another person who is liable to 
make a payment under this Act (in this section referred to as 
the “tax debtor”), he may, by registered letter or by a letter 
served personally, require that person to pay the moneys oth- 
erwise payable to the tax debtor in whole or in part to the 
Receiver General on account of the tax debtor’s liability 
under this Act. 


(1.1) Idem — Without limiting the generality of subsection 
(1), where the Minister has knowledge or suspects that a 
bank, credit union, trust company or other similar person (in 
this section referred to as the “institution’”) is about to ad- 
vance moneys to, or make a payment on behalf of, or make a 
payment in respect of a negotiable instrument issued by, a tax 
debtor who is indebted to the institution and who has granted 
security to the institution in respect of the indebtedness, he 
may, by registered letter or by a letter served personally, re- 
quire the institution to pay to the Receiver General on ac- 
count of the tax debtor’s liability under this Act the moneys 
that would otherwise be so advanced or paid. 


(4.1) Idem — Every institution that fails to comply with a re- 
quirement under subsection (1.1) is liable to pay to Her Maj- 
esty an amount equal to the lesser of 


(a) the aggregate of the moneys advanced or paid, and 


(b) the amount that it was required under subsection (1.1) 
to pay to the Receiver General. 


Subsecs. 224(1), (3), (4) substituted, 224(1.1), (4.1) added by 1980- 
81-82-83, c. 48, subsecs. 103(1), (2). The substituted subsecs. for- 
merly read: 


224. (1) Garnishment — When the Minister has knowledge 
or suspects that a person is or is about to become indebted or 
liable to make any payment to a person liable to make a pay- 
ment under this Act, he may, by registered letter or by a letter 
served personally, require him to pay the moneys otherwise 
payable to that person in whole or in part to the Receiver 
General of Canada on account of the liability under this Act. 


(3) Idem — Where the Minister has, under this section, re- 
quired an employer to pay to the Receiver General of Canada 
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on account of an employee’s liability under this Act moneys. 
otherwise, payable by the employer to the employee as remu- 
neration, the requirement is applicable to all future payments 
by the employer to the employee in respect of remuneration 
until the liability under this Act is satisfied and operates to 
require payments to the Receiver General out of each pay- 
ment of remuneration of such amount as may. be stipulated by 
the Minister in the registered letter. 


(4) Idem — Every person who has discharged any liability to 
a person liable to make a payment under this Act without 
complying with. a requirement under this section is liable to 
pay to Her Majesty an amount equal to the liability dis- 
charged or the amount which he was required under this sec- 
tion to pay to the Receiver General of Canada, Whistle VER: is 
the lesser. 


Selected Cases [s. 224]: Pigott Project Management Ltd. v. 
Land-Rock Resources Ltd., [1996] 1 C.T.C. 395 (SCC) (Section ap- 
plies in priority to general assignment of book debts); Trans Gas 
Ltd. v. Mid-Plains Contractors Ltd., [1993] 1 C.T.C. 280-(Sask 
C.A.), leave to appeal to SCC granted [1993] 7 WWR Ixviii (note) 
(Provision neither ultra vires nor unreasonable seizure); Canadian 
Asbestos Services Ltd. v. Bank of Montreal, [1993] 1. C.T.C. 48 
(Ont. Ct. (Gen. Diy.)) (Crown bound by order under Companies’ 
Creditors Arrangement Act); Re Gaston H. Poulin Contractor Ltd., 
[1992] 2 C.T.C. 373 (Ont. Ct. (Gen. Div.)) (Crown not bound by 
order under Companies’ Creditors Arrangement Act); Toronto-Do- 
minion Bank v. Canada, {1990} 2.C.T.C. 542 (FCTD) (General as- 
signment of book debts absolutely transfers all property therein to 
assignee; such debts cannot be subject to Crown’s third-party de- 
mand); Lloyds Bank Canada vy. International Warranty Co., [1990] 


2 C.T.C. 360 (Alta. CA); leave to appeal to SCC refused ( 1989), 


104 NR 320 (note) (Section 224 neither creates a trust nor effects a 
transfer of property in favour of the Crown, and has no effect on 
creditors’ priorities); Cameron v. Canada, [1990] 2 C.T.C. 299 


(FCTD) (Minister successfully garnished assigned book debts’ 


where not registered under the Assignment of Book Debts Act (On- 
tario)); Royal Bank of Canada v. Canada, [1990] 2 C.T.C. 285 
(Sask. QB); aff'd [1991] 1 C.T.C. 532 (Sask. CA) (1987 amend- 
ments to section 224 substantially altered the rights of the Crown as 
established in earlier jurisprudence; Crown’s third-party demand 
preferred to right of secured creditor). 


Definitions [s. 224]: “amount”, “annuity”, “bank” — Interpreta- 
tion Act 35(1); “business” — 248(1); “Canada” — 255; “carrying 
on business” — 253; “dividend”, “employed”, “employee”, “em- 
ployer’, “Minister”, “person”, “tax 
debtor” — 224(1); “tax payable” — 248(2); “trust” —.104(1), 
248(1), (3); “writing” — Interpretation Act 35(1). 


224.1 Recovery by deduction or set-off — 
Where a person is indebted to Her Majesty under 
this Act or under.an. Act »of a province with which 
the Minister of Finance has entered into an agree- 
ment for the collection of. the taxes payable to the 
province under that Act, the Minister may require 
the retention by way of deduction or set-off of such 
amount as the Minister may specify out of any 
amount that may be or become payable to the person 
by Her Majesty in right of Canada. ; 


Related Provisions: 164(2), 203 — Set-off of refund against 


other amount owing by the taxpayer to the Crown; 203 — Set-off of 


Part X refunds; 222.1 — Application to awards of court costs; 
225.1 — Collection restrictions. 


Pre-RSC History: S. 224.1 substituted by 1980-81-82-83, c. 48, s. 
104. 


S. 224.1 enacted by 1979, c. 5, s. 64. 


S. 224.3(1) 


Selected Cases [s. 224.1]: Mintzer v. Canada, [1996] 1 C.T.C. 


- 249 (FCA) (Set-off at common law and “compensation” in civil law 


not the same: different result might have occurred in Quebec). 
Definitions [s. 224.1]: “amount”, “Minister”, “person” —,248(1). 
224.2 Acquisition of debtor’s property — For 
the purpose of collecting debts owed by a person to 
Her Majesty under this Act or under an Act of a 
province with which the Minister of Finance has en- 
tered into an agreement for the collection of taxes 


_ payable to the province under that Act, the Minister 


may purchase or otherwise acquire any interest in the 
person’s property that the Minister is given a right to 
acquire in legal proceedings or under a court order or 
that is offered for sale or redemption and may dis- 
pose of any interest so acquired in such manner as 
the Minister considers reasonable. 


Related Provisions: 222.1 — Application. to. awards of court 
costs. 

Pre-RSC. History: S. 224.2 enacted. by. 1980-81-82-83, c. 140; s. 
1228 


Definitions: “Minister”, “person” — 248(1); “province” — Inter- 


pretation Act 35(1). 


224.3 (1) Payment of moneys seized from tax 
debtor — Where the Minister has knowledge or 
suspects that a particular person is holding moneys 


_ that were seized by a police officer in the course of 


administering or enforcing the criminal law of Can- 


_ ada from another person (in this section referred to 


as the “tax debtor’). who.is liable to make a payment 


under this Act. or under.an Act of a province with 


which the» Minister of Finance has entered into an 
agreement for the collection of taxes payable to the 
province under that Act and that are restorable to the 
tax debtor, the Minister may in writing require the 
particular person to turnover the moneys otherwise 
restorable to the tax debtor in whole or in part to the 
Receiver General on account of the tax debtor’s lia- 
bility, under this Act orunder the Act of the: prov- 
ince, .as. the case may, be. 


Related Provisions: 222.1 — Application to awards of court 
costs; 225.1 — Collection restrictions; 244(5), (6) — Proof of ser- 
vice by mail. or personal service; 248(7)(a)— Mail deemed* re- 
ceived on day mailed. 


History: Subsec. 224.3(1) substituted by 1994, c. 21, s. 102, appli- 
cable to requirements made ‘after 1992. That subsec. formerly read: 


(1) Payment of moneys seized from tax debtor — Where 
the Minister has knowledge or suspects that a person is hold- 
ing moneys that were seized by a police officer in the course 
of administering or enforeing the criminal, law. of Canada 
from another person who is liable to make a payment under 
this Act or under an Act of a province with which the Minis- 
ter of Finance has entered into an agreement for the collection 
of taxes payable to the province under that Act (in this section 
referred: to as the “tax debtor”) and that are restorable to the 
tax debtor, the Minister may, by registered letter or by a letter 
served personally, require that person to turn over the moneys 
otherwise restorable to the tax’debtor in whole or in. part to 
the Receiver General on account of the tax debtor’s liability 
under this Act or under the Act of the province, as the case 
may be. 
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(2) Receipt of Minister — The receipt of the Min- 
ister for moneys turned over as required by this sec- 
tion is a good and sufficient discharge of the require- 
ment to restore the moneys to the tax debtor to the 
extent of the amount so turned over. 

Pre-RSC History [s. 224.3]: S. 224.3 enacted by 1980-81-82-83, 
octal ID ek te Ble 

Definitions [s. 224.3]: “Minister”, “person” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “tax debtor” — 224.3(1); “writ- 
ing” — Interpretation Act 35(1). 

Forms [s. 224.3]: T1118; T1118A, B, C, PD-A, PD-B: Require- 
ment to pay. 


225. (1) Seizure of chattels — Where a person 
has failed to pay an amount as required by this Act, 
the Minister may give 30 days notice to the person 
by registered mail addressed to the person’s latest 
known address of the Minister’s intention to direct 
that the person’s goods and chattels be seized and 
sold, and, if the person fails to make the payment 
before the expiration of the 30 days, the Minister 
may issue a certificate of the failure and direct that 
the person’s goods and chattels be seized. 

Related Provisions: 222.1 — Application to awards of court 


costs; 225.1 — Collection restrictions; 244(5) — Proof of service 
by mail; 248(7) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 225(1) substituted by 1985, c. 45, s. 
115. Subsec. 225(1) formerly read: 


(1) Seizure of chattels — Where a person has failed to 
make a payment as required by this Act, the Minister, on giv- 
ing 30 days’ notice by registered mail addressed to his last 
known place of residence, may, whether or not there is an 
objection to or appeal in respect of the assessment not dis- 
posed of, issue a certificate of the failure and direct that the 
goods and chattels of the person in default be seized. 


Selected Cases [subsec. 225(1)]: The Queen v. Bourassa, 
[1984] C.T.C. 331 (FCTD) (Unoccupied mobile home subject to 
seizure); MNR v. Alliance Blindée Ltée, [1982] C.T.C. 266 (FCTD) 
(Creditors failing to exercise rights cannot oppose seizure). 


(2) Sale of seized property — Property seized 
under this section shall be kept for 10 days at the 
cost and charges of the owner and, if the owner does 
not pay the amount owing together with the costs 
and charges within the 10 days, the property seized 
shall be sold by public auction. 


(3) Notice of sale — Except in the case of perisha- 
ble goods, notice of the sale setting out the time and 
place thereof, together with a general description of 
the property to be sold shall, a reasonable time 
before the goods are sold, be published at least once 
in one or more newspapers of general local 
circulation. 


(4) Surplus returned to owner — Any surplus 
resulting from the sale after deduction of the amount 
owing and all costs and charges shall be paid or re- 
turned to the owner of the property seized. 


(5) Exemptions from seizure — Such goods and 
chattels of any person in default as would be exempt 
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from seizure under a writ of execution issued out of 
a superior court of the province in which the seizure 
is made are exempt from seizure under this section. 
Related Provisions: 226(2)— Taxpayer leaving Canada or 
defaulting. 


Definitions [s. 225]: “assessment”, “Minister”, “person”, “prop- 


erty” — 248(1); “province”, “superior court” — Interpretation Act 


35(1). 


225.1 (1) Collection restrictions — Where a tax- 
payer is liable for the payment of an amount as- 
sessed under this Act, the Minister shall not, for the 
purpose of collecting the amount, 


(a) commence legal proceedings in a court, 
(b) certify the amount under section 223, 


(c) require a person to make a payment under 
subsection 224(1), 


(d) require an institution or a person to make a 
payment under subsection 224(1.1), 


(e) require the retention of the amount by way of 
deduction or set-off under section 224.1, 


(f) require a person to turn over moneys under 
subsection 224.3(1), or 


(g) give a notice, issue.a certificate or make a di- 
rection under subsection 225(1) 


until after the day that is 90 days after the day of the 
mailing of the notice of assessment. 


Related Provisions: 164(1.1) — Refund to taxpayer of amount 
under objection or appeal; 225.1(6), (7) — Limitations on collection 
restrictions. 


History: That portion of subsec. 225.1(1) following para. (g) 
amended by 1994, c. 7, Sch. VIIT (1993, c. 24), subsec. 131(1). That 
portion formerly read: 


before the day that is 90 days after the day of mailing of the 
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notice of assessment. 
Pre-RSC History: See at end of s. 225.1. 


(2) Idem — Where a taxpayer has served a notice of 
objection under this Act to an assessment of an 
amount payable under this Act, the Minister shall 
not, for the purpose of collecting the amount in con- 
troversy, take any of the actions described in 
paragraphs (1)(a) to (g) until after the day that is 90 
days after the day on which notice is mailed to the 
taxpayer that the Minister has confirmed or varied 
the assessment. 


Related Provisions: 225.1(6), (7) — Limitations on collection 
restrictions. 


History: Subsec. 225.1(2) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 131(2), to substitute “until after” for “before”. 


Pre-RSC History: See at end of s. 225.1. 


(3) idem — Where a taxpayer has appealed from an 
assessment of an amount payable under this Act to 
the Tax Court of Canada, the Minister shail not, for 
the purpose of collecting the amount in controversy, 
take any of the actions described in paragraphs (1)(a) 
to (g) before the day of mailing of a copy of the deci- 
sion of the Court to the taxpayer or the day on which 
the taxpayer discontinues the appeal, whichever is 
the earlier. 


Related Provisions: 225.1(6), (7) — Limitations on collection 
restrictions. 


Selected Cases [subsec. 225.1(3)]: Cormier v. Canada (No. 
2), [1991] 1 C.T.C. 410 (FCTD) (Provision not to be applied 
retroactively). 


(4) Idem — Where a taxpayer has agreed under sub- 
section 173(1) that a question should be determined 
by the Tax Court of Canada, or where a taxpayer is 
served with a copy of an application made under 
subsection 174(1) to that Court for the determination 
of a question, the Minister shall not take any of the 
actions described in paragraphs (1)(a) to (g) for the 
purpose of collecting that part of an amount as- 
sessed, the liability for payment of which will be af- 
fected by the determination of the question, before 
the day on which the question is determined by the 
Court. : 


Related Provisions: 225.1(6), (7) — Limitations on collection 
restrictions. 


(5) Idem — Notwithstanding any other provision in 
this section, where a taxpayer has served a notice of 
objection under this Act to an assessment or has. ap- 
pealed to the Tax Court of Canada from an assess- 
ment and agrees in writing with the Minister to delay 
proceedings on the objection or appeal, as the case 
may be, until judgment has been given in another ac- 
tion before the Tax Court of Canada, the Federal 
Court of Appeal or the Supreme Court of Canada in 
which the issue is the same or substantially the same 
as that raised in the objection or appeal of the tax- 
payer, the Minister may take any of the actions de- 
scribed in paragraphs (1)(a) to (g) for the purpose of 
collecting the amount assessed, or a part thereof, de- 


S. 225.1(7)(b)(i) 


termined in a manner consistent with the decision or 
judgment of the Court in the other action at ‘any time 
after the Minister notifies the taxpayer in writing that 


(a) the decision of the Tax Court of Canada in 
that action has been mailed to the Minister, — 


(b) judgment has been pronounced by the Federal 
Court of Appeal in that action, or 


(c) judgment has been delivered by the Supreme 
Court of Canada in that action, 


as the case may be. 


History: Subsec. 225.1(5) amended by 1994, c. 7, Sch. II (1991, c. 
49), s. 184, to substitute “Tax Court of Canada from an assessment” 
for “Tax Court of Canada or Federal Court—Trial Division from the 
assessment” and “Federal Court of Appeal” for “Federal Court” 
(twice), deemed to have come into force on January 1, 1991. 


Pre-RSC History: See at end of s. 225.1. 


Selected Cases [subsec. 225.1(5)]: Canada vy. Satellite Earth 
Station Technology Inc., [1989] 2 C.T.C. 291 (FCTD) (Once tax- 
payer meets evidentiary burden to raise reasonable doubt about suf- 
ficiency of .Crown’s evidence, on balance of probabilities, Crown 
must prove collection would be jeopardized by delay (Note subse- 
quent change in legislation)); Doyle v. MNR, [1989] 2 C.T.C. 270 
(FCTD) (Abeyance letter under provision may be signed by tax- 
payer’s designated agent and officer of Appeals Division). 


(6) Where subsecs. (1) to (4) do not apply — 
Subsections (1) to (4) do not apply with respect to 


(a) an amount payable under Part VIII; 


(b) an amount deducted or withheld, and required 
to be remitted or paid, under this Act or a regula- 
tion made under this Act; 


(c) an amount of tax required to be. paid under 
section 116 or a regulation made under subsec- 
tion 215(4) but not so paid; 


(d) the amount of any penalty payable for failure 
to. remit or pay an amount referred to in. para- 
graph (b) or (c) as and when required by this Act 
or a regulation made under this Act; and 


(e) any interest payable under a provision of this 
Act on an amount referred to in this paragraph or 
any of paragraphs (a) to (d). 

Related Provisions: 225.2 — Collection in jeopardy. 

Pre-RSC History: See at end of s. 225.1. 


(7) Idem — large corporations — Where an 
amount has been assessed under this Act in respect 
of a corporation for a taxation year in which it was a 
large corporation, subsections (1) to (4) do not apply 
to limit any action of the Minister to collect 


(a) at any time on or before the particular day that 
is 90 days after the day of the mailing of the no- 
tice of assessment, '/2 of the amount so assessed; 
and | 


(b) at any time after the particular day, the 
amount, if any, by which the amount so assessed 
exceeds the total of 


(i) all amounts collected before that time with 
respect to the assessment, and 
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(ii) 2 of the amount in controversy at that 
time. 
History: Subsec. 225.1(7) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 131(3), applicable after June 10, 1993 except that, 
where a taxpayer has served a notice of objection or has instituted 
an appeal under the Act with respect to a notice of assessment of 
tax, interest or penalties under the Act mailed before 1992, 


(a) the reference in para. (a) to “'/2” shall, in its application 
before 1994 with respect to all proceedings concerning the sub- 
ject-matter of the notice of objection or the appeal, be read as 
“Ys”; and 

(b) the reference in subpara. (b)(i1) to “2” shall, in its applica- 
tion before 1994 with respect to all proceedings concerning the 
subject-matter of the notice of objection or the appeal, be read 
as “3/4”, 


(8) Definition of “large corporation” — For the 
purposes of this section, a “large corporation” in a 
particular taxation year means 


(a) a corporation by which tax under Part [.3 is 
payable, 


(i) where the particular year ended before July 
1989, for its first taxation year that ends after 
June 1989, or 


(ii) where the particular year ended after June 
1989, for the particular year, 


or would, but for subsection 181.1(4), have been 
so payable, or 


(b) a corporation that, at the end of the particular 
year, is related (for the purpose of section 181.5, 
as that section reads in its application to the 1992 
taxation year) to a corporation that is a large cor- 
poration in its taxation year that includes the end 
of the particular year, 


and, for the purpose of subparagraph (a)(i), a corpo- 
ration formed ‘as a result of the amalgamation or 
merger of 2 or more predecessor corporations shall 
be deemed to be the same corporation as, and a con- 
tinuation of, each of the predecessor corporations. 
Related Provisions: 164(1.1)— Repayment on objections and 
repeals; 165(1.11), (1.13), 169(2.1) — Limitations on objections 
and appeals by large corporations; 220(4.1) — Security; 225.1(8) — 
Definition of “large corporation”. 


History: Paras. 225.1(8)(a) and (b) substituted by 1994, c. 21, s. 
103, applicable June 15, 1994. Those paras. formerly read: 


(a) a corporation by which tax under Part I.3 is payable, 


(i) where the particular year ended before July 1989, for 
its first taxation year ending after June 1989, or 


(i) where the particular year ended after June 1989, for 
the particular year, 


or would, but for section 181.1, have been so payable, or 


(b) a corporation that, at the end of the particular year, is re- 
lated (for the purposes of section 181.5) to a corporation that 
is a large corporation in its taxation year that includes the end 
of the particular year, 

Subsec. 225.1(8) added by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 

sec. 131(3), applicable after June 10, 1993. 

Pre-RSC History: Subsec. 225.1(1) amended to substitute “an 


amount assessed under this Act” for ‘“‘an amount assessed under this 
Act (in this subsection referred to as the “unpaid amount’), other 
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than an amount payable under Part VIII or subsection 227(9)” in 
that portion preceding para. (a), “the amount” for “the unpaid 
amount” in that same portion and paras. (b) and (e), and “‘a person” 
for “person” in para. (d), subsec. (2) amended to substitute “payable 
under this Act” for “payable under this Act, other than an amount 
payable under Part VIII or subsection 227(9),” subsecs. (3), (4) sub- 
stituted and subsec. (6) added, by 1990, c. 34, subsecs. 2(1) and (2), 
effective June 27, 1990. Subsecs. 225.1(3), (4) formerly read: 


(3) Idem — Where a taxpayer has appealed from an assess- 
ment of an amount payable under this Act, other than an 
amount payable under Part VIII or subsection 227(9), to the 
Tax Court of Canada or to the Federal Court-Trial Division 
(otherwise than pursuant to subsection 172(1)), the Minister 
shall not, for the purpose of collecting the amount in contro- 
versy, take any of the actions described in paragraphs (1)(a) 
to (g), 


(a) where the appeal is to the Tax Court of Canada, 
before the day of mailing of a copy of the decision of the 
Court to the taxpayer; and 


(b) where the appeal is to the Federal Court-Trial Divi- 
sion, before the day on which the judgment of the Court 
is pronounced or the day on which the taxpayer discon- 
tinues the appeal, whichever is the earlier. 


(4) Idem — Where a taxpayer has agreed under subsection 
173(1) that a question should be determined by the Federal 
Court or where a taxpayer is served with a copy of an appli- 
cation made under subsection 174(1) to the Tax Court of 
Canada or to the Federal Court-Trial Division for the deter- 
mination of a question, the Minister shall not take any of the 
actions described in paragraphs (1)(a) to (g) for the purpose 
of collecting that part of an amount assessed, other than an 
amount payable under Part VIII or subsection 227(9), the lia- 
bility for payment of which will be affected by the determina- 
tion of the question, before the day on which the question is 
determined by the Court. 


Para. 225.1(1)(b) amended to substitute “section 223” for “subsec- 
tion 223(1)” by 1988, c. 55, s. 169, applicable with respect to no- 
tices of assessment mailed after 1984. 


All that portion of subsecs. 225.1(1) and (3) preceding para. (a) of 
each, and subsecs. 225.1(2) and (4) amended by 1986, c. 24, s. 2, to 
substitute “under Part VIII or subsection 227(9)” for “under subsec- 
tion 227(9)” in each provision and to. substitute “or where a tax- 
payer is served” for “or where he is served” in subsec. 225.1(4), 
applicable to amounts assessed after March 26, 1986. 


S. 225.1 added by 1985, c. 45, subsec, 116(1), applicable as to sub- 
sec. 225.1(1) with respect to notices of assessment mailed after 
1984, as to subsec. 225.1(2) with respect to notices of objection 
served after 1984, as to subsec. 225.1(3) with respect to appeals 
from assessments objected to after 1984, as to subsec..225.1(4) with 
respect to assessments made after 1984 and with respect to assess- 
ments objected to after 1984, and as to subsec. 225.1(5) with respect 
to notices of objection served after 1984 and appeals from assess- 
ments objected to after 1984. 


Selected Cases [s. 225.1]: Milne, Re, [1995] 1 C.T.C. 122 
(FCTD) (Collection proceedings not stayed out of consideration for 
effect on market of disposition of assets). 


Definitions [s. 225.1]: “amount”, “assessment” — 248(1); “cor- 
poration” — 248(1), Interpretation Act 35(1); “large corpora- 
tion” — 225.1(8); “Minister”, “person” — 248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “writing” — Interpretation Act 
35(1). 


225.2 (1) Definition of “judge” — In this section, 
“judge” means a judge or a local judge of a superior 
court of a province or a judge of the Federal Court. 
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(2) Authorization to proceed forthwith — Not- 
withstanding section 225.1, where, on ex parte appli- 
cation by. the Minister, a judge is satisfied that there 
are reasonable grounds to believe that the collection 
of all or any part of an amount assessed in respect of 
a taxpayer would be jeopardized by a delay in the 
collection of that amount, the judge shall, on such 
terms as the judge considers reasonable in the cir- 
cumstances, authorize the Minister to take forthwith 
any of the actions described in paragraphs 
225.1(1)(a) to (g) with respect to the amount. 


Related Provisions: 164(1.2) — Delay of refund where collec- 
tion of tax in jeopardy. 


(3) Notice of assessment not sent — An au- 
thorization under subsection (2) in respect of an 
amount assessed in respect of a taxpayer may be 
granted by a judge notwithstanding that a notice of 
assessment. in respect of that amount has not been 
sent to the taxpayer at or before the time the applica- 
tion is made where the judge is satisfied that the re- 
ceipt of the notice of assessment by the taxpayer 
would likely further jeopardize the collection of the 
amount, and for the purposes of sections 222, 223, 
224, 224.1, 224.3 and 225, the amount in respect of 
which an authorization is so granted shall be deemed 
to bean amount payable under this Act. 


(4) Affidavits — Statements contained in an affida- 
vit filed in the context of an application under this 
section may be based on belief with the grounds 
therefor. 


(5) Service of authorization and of notice of 
assessment — An authorization granted under 
this section in respect of a taxpayer shall be served 
by the Minister on the taxpayer within 72 hours after 
it is granted, except where the judge orders the au- 
thorization to be served at some other time specified 
in the authorization, and, where a notice of assess- 
ment has not been sent to the taxpayer at or before 
the time of the application, the notice of assessment 
shall be served together with the authorization. 


(6) How service effected — For the purposes of 
subsection (5), service on a taxpayer shall be ef- 
fected by 


(a) personal service on the taxpayer; or 


(b) service in accordance with directions, if any, 
of a judge. 
Related Provisions: 244(6) — Proof of personal service. 


(7) Application to judge for direction — Where 
service on a taxpayer cannot reasonably otherwise be 
effected as and when required under this section, the 
Minister may, as soon as practicable, apply to a 
judge for further direction. 


(8) Review of authorization — Where a judge of 
a court has granted an authorization under this sec- 
tion in respect of a taxpayer, the taxpayer may, on 6 
clear days notice to the Deputy Attorney General of 


S. 225.2 


Canada, apply to a judge of the court to review the 
authorization. 


Related Provisions: Interpretation Act 27(1) — Calculation of 
clear days. 


(9) Limitation period for review application — 
An application under subsection (8) shall be made 


(a) within 30 days from the day on which the au- 
thorization was served on the taxpayer in accor- 
dance with this section; or 


(b) within such further time as a judge may allow, 
on being satisfied that the application was made 
as soon as practicable. 


(10) Hearing in camera— An application under 
subsection (8) may, on the application of the tax- 
payer, be heard in camera, if the taxpayer establishes 
to the satisfaction of the judge that the circumstances 
of the case justify in camera proceedings. 


(11) Disposition of application — On an appli- 
cation under subsection (8), the judge shall deter- 
mine the question summarily and may confirm, set 
aside or vary the authorization and make such other 
order as the judge considers appropriate. 


Related Provisions: 225.2(13) —No appeal from judge’s 
decision. 


(12) Directions — Where any question arises as to 
the course to be followed in connection with any- 
thing done or being done under this section and there 
is no direction in this section with respect thereto, a 
judge may give such direction with regard thereto as, 
in the opinion of the judge, is appropriate. 


(13) No appeal from review order — No appeal 
lies from an order of a judge made pursuant to sub- 
section (11). 


Pre-RSC History [s. 225.2]: S. 225.2 substituted by 1988, c. 55, 
s. 170. S. 225.2 formerly read: 


225.2 (1) Collection in jeopardy — Notwithstanding section 
225.1, where it may reasonably be considered that collection 
of an amount assessed in respect of a taxpayer would be jeop- 
ardized by a delay in the collection thereof, and the Minister 
has, by notice served personally or by registered letter ad- 
dressed to the taxpayer at his latest known address, so advised 
the taxpayer and directed the taxpayer to pay forthwith the 
amount assessed or any part thereof, the Minister may forth- 
with take any of the actions described in paragraphs 
225.1(1)(a) to (g) with respect to that amount or that part 
thereof. 


(2) Application to vacate direction — Where the Minister 
has under subsection (1) directed a taxpayer to pay an amount 
forthwith, the taxpayer may 


(a) upon 3 days notice of motion to the Deputy Attorney 
General of Canada, apply to a judge of a-superior court 
having jurisdiction in the province in which the taxpayer 
resides or to a judge of the Federal Court of Canada for 
an order fixing a day (not earlier than 14 days nor later 
than 28 days after the date of the order) and place for the 
determination of the question whether the direction was 
justified in the circumstances; 


(b) serve a copy of the order on the Deputy Attorney 
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General of Canada within 6 days after the day on which it 
was made; and 

(c) if he has proceeded as authorized by paragraph (b), 
apply at the appointed time and place for an order deter- 
mining the question. 


(3) Time for application — An application to a judge under 
paragraph (2)(a) shall be made 


(a) within 30 days after the day on which the notice under 
subsection (1) was served or mailed; or 


(b) within such further time as the judge, upon being sat- 
isfied that the application was made as soon as circum- 
stances permitted, may allow. 


(4) Hearing in camera — An application under paragraph 
(2)(c) may, on the application of the taxpayer, be heard in 
camera, if the taxpayer establishes to the satisfaction of the 
judge that the circumstances of the case justify in camera 
proceedings. 


(5) Burden to justify direction — On the hearing of an appli- 
cation under paragraph (2)(c) the burden of justifying the di- 
rection is on the Minister, 


(6) Disposition of application — On an application under 
paragraph (2)(c), the judge shall determine the question sum- 
marily and may confirm, vacate or vary the direction and 
make such other order as he considers appropriate. 


(7) Continuation by another judge — Where the judge to 
whom an application has been made under paragraph (2)(a) 
cannot for any reason act or continue to act in the application 
under paragraph (2)(c), the application under paragraph (2)(c) 
may be made to another judge. 


(8) Costs — Costs shall not be awarded upon the disposition 
of an application under subsection (2). 


S. 225.2 added by 1985, c. 45, subsec. 116(1). 


Selected Cases [s. 225.2]: Steele v. Canada, [1996] 2 C.T.C. 
279 (Sask. QB) (Jeopardy order set aside where collection possible 
from taxpayer’s spouse); Canada v. Landru (S.), [1993] 1 C.T.C. 93 
(Sask. QB) (Mere suspicion of jeopardized collection not sufficient 
to justify jeopardy order); Dep. MNR vy. Atchison, [1989] 1 C.T.C. 
342 (B.C. SC) (“Jeopardy” orders set aside where Minister failed to 
make full disclosure of facts; in applying ex parte, Minister must act 
in utmost good faith); Chudina et al. v. Dep. A.G. Can., [1988] 1 
C.T.C. 303 (B.C. SC) (Seizure set aside where debtor not given op- 
portunity to appeal or make payment); 1853-9049 Quebec Inc. v. 
The Queen, [1986] 2 C.T.C. 486 (FCTD) (Immediate payment not 
required where no evidence that delay will endanger collection; bur- 
den on Crown); Danielson v. Dep. A.G. Can., [1986] 2.C.T.C. 380 
(FCTD) (Crown must show that actual jeopardy in collection arose 
from delay, not merely that collection is in jeopardy per se); Daniel- 
son v. Dep. A.G, Can., [1986]-2 C.T.C. 42 (FCTD) (Execution of 
writ of seizure obtained after payment forthwith demanded was en- 
joined until hearing of objection to applicability of subsection 
225.2(1) where taxpayer gave express undertaking not to dispose of 
assets not seized or remove funds in excess of personal living 
requirements). 


Definitions [s. 225.2]: “amount” — 248(1); “clear days” — In- 
terpretation Act 27(1); “Minister” — 248(1); “superior court” — In- 
terpretation Act 35(1); “taxpayer” — 248(1). 


Information Circulars [s. 225.2]: 73-10R3: Tax evasion. 


226. (1) Taxpayer leaving Canada — Where the 
Minister suspects that a taxpayer has left or is about 
to leave Canada, the Minister may, before the day 
otherwise fixed for payment, by notice served per- 
sonally or by registered letter addressed to the tax- 
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payer’s latest known address, demand payment of 
the amount of all taxes, interest and penalties for 
which the taxpayer is liable or would be liable if the 
time for payment had arrived, and that amount shall 
be paid forthwith by the taxpayer notwithstanding 
any other provision of this Act. 

Related Provisions: 128.1(4) — Tax effects of ceasing to be 
resident in Canada; 222.1 — Application to awards of court costs; 


225.2 — Immediate collection of amounts owing; 248(7)(a) — No- 
tice deemed received on day mailed. 


(2) Idem — Where a taxpayer has failed to pay, as 
required, any tax, interest or penalties demanded 
under this section, the Minister may direct that the 
goods and chattels of the taxpayer be seized and sub- 
sections 225(2) to (5) apply, with respect to the 
seizure, with such modifications as the circum- 
stances require. 


Related Provisions: 222.1 — Application to awards of court 
costs. 


History [s. 226]: S. 226 substituted by 1994, c. 7, Sch. II (1991, ¢. 
49); s. 185. S. 226 formerly read: 


226. (1) Taxpayer leaving Canada or defaulting — Where 
the Minister suspects that a taxpayer is about to leave Canada, 
the Minister may before the day otherwise fixed for payment, 
by notice served personally or by registered letter addressed 
to the taxpayer, demand payment of all taxes, interest and 
penalties for which the taxpayer is liable or would be liable if 
the time for payment had arrived, and the same shall be paid 
forthwith notwithstanding any other provision of this Act. 


(2) Seizure on failure to pay — Where a person has failed 
to pay tax, interest or penalties demanded under this section 
as required, the Minister may direct that the goods and chat- 
tels of the taxpayer be seized and subsections 225(2) to (5) 
are, thereupon, applicable with such modifications as the cir- 
cumstances require. 


Selected Cases [s. 226]: Carolus v. MNR, [1976] C.T.C. 608 
(FCTD) (Trailers held not to be principal residences not exempted 
from seizure under subsection 2(1) Exemptions Act (Alta.)). 


Definitions [s. 226]: “Minister”, “taxpayer” — 248(1). 


227. (1) Withholding taxes — No action lies 
against any person for deducting or withholding any 
sum of money in compliance or intended compliance 
with this Act. 

Selected Cases [Subsec. 227(1)]: Mollenhauer Ltd. v. Canada, 
[1992] 2 C.T.C. 121 (FCTD) (Contractor paying salaries of employ- 
ees of subcontractor required to withhold and remit source deduc- 
tions); Lomex Inc. v. MNR, [1992] 2 C.T.C. 2678 (TCC) (Extension 
of time to file notice of objection granted in respect of purported 


simultaneous violation of several statutes in addition to Income Tax 
Act). 


(2) Return filed with person withholding — 
Where a person (in this subsection referred to as the 
“payer’’) is required by regulations made under sub- 
section 153(1) to deduct or withhold from a payment 
to another person an amount on account of that other 
person’s tax for the year, that other person shall, 
from time to time as prescribed, file a return with the 
payer in prescribed form. 


Related Provisions: 162(7) — Failure to comply with regulation. 
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Regulations: 107 (deadline for employee to file TD1 return). 


Forms: TD1: Personal tax credits return. 


(3) Failure to file return — Every person who 
fails to file a return as required by subsection (2) is 
liable to have the deduction or withholding under 
section 153 on account of the person’s tax made as 
though the person were an unmarried person without 
dependants. 

Pre-RSC History [subsecs. 227(2), (3)]: Subsecs. 227(2), (3) 


substituted by 1980-81-82-83, c. 48, s. 105, applicable with respect 
to payments made after 1979. Subsecs. 227(2), (3) formerly read: 


(2) Every person whose employer is required to deduct or 
withhold any amount from his remuneration under section 
153 shall, from time to time as prescribed, file a return with 
his employer in prescribed form. 


(3) Every person failing to file a form as required by subsec- 
tion (2) is liable to have the deduction or withholding from 
his salary or wages under section 153 made as though he 
were an unmarried person without dependants. 


(4) Money held in trust — Every person who de- 
ducts or withholds an amount under this Act shall be 
deemed to hold the amount so deducted or withheld 
in trust, separate and apart from the person’s own 
moneys, for Her Majesty and for payment to Her 
Majesty in the manner and at the time provided 
under this Act, and Her Majesty has a lien and 
charge on the property and assets of the person 
whether or not the person has kept the amount sepa- 
rate and apart or is in receivership, bankruptcy or lig- 
uidation or has made an assignment. 
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History: Subsec. 227(4) substituted by 1994, c. 21, subsec. 104(1), 
applicable June 15, 1994, That subsec. formerly read: 


(4) Money held in trust for Her Majesty — Every person 
who deducts or withholds any amount under this Act shall be 
deemed to hold the amount so deducted or withheld in trust 
for Her Majesty. 


Selected Cases [subsec. 227(4)]: Roynat Inc. y. Ja-Sha Truck- 
ing & Leasing Ltd. (No. 2), [1992] 2 C.T.C. 139 (Man. CA) (Statu- 
tory trusts under subsections 227(4) and (5) conflicted with and 
took priority over provisions of Personal Property Security Act). 


(5) Payments by trustees, etc. — Where a spec- 
ified person in relation to a particular person (in this 
subsection referred to as the “payer”) has any direct 
or indirect influence over the disbursements, prop- 
erty, business or estate of the payer and the specified 
person, alone or together with another person, autho- 
rizes or otherwise causes a payment referred to in 
subsection 135(3) or 153(1), or on or in respect of 
which tax is payable under Part XII.5 or XIII, to be 
made by or on behalf of the payer, the specified 
person 


(a) is, for the purposes of sbsceuGne 135(3) and 
153(1), section 215 and this section, deemed to 
be a person who made the payment; 


(a.1) is, for the purpose of subsection, 211. 8(2), 
deemed to be a person who redeemed, acquired 
or cancelled a share and made the payment as a 
consequence of the redemption, acquisition or 
cancellation; 


(b) is jointly and severally liable with the payer to 
pay to the Receiver General 


(i) all amounts payable by the payer because 
of any of subsections 135(3), 153(1) and 
211.8(2) and section 215 in respect of the pay- 
ment, and 

(ii) all amounts payable under this Act by the 
payer because of any failure to comply with 
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any of those provisions in respect of the pay- 
ment; and 


(c) is entitled to deduct or withhold from any 
amount paid or credited by the specified person 
to the payer or otherwise recover from the payer 
any amount paid under this subsection by the 
specified person in respect of the payment.. 


Related Provisions: 227(5.1) — Specified person; 227(5.2) — 
“Person” includes partnership. 


History: The portion of subsec. 227(5) before subpara. (b)(ii) 
amended by 1997 c. 25, subsec. 67(1), applicable April 25, 1997. 
That portion formerly read: 


(5) Where a specified person in relation to a particular person 
(in this subsection referred to as the “payer”) has any direct or 
indirect influence over the disbursements, property, business 
or estate of the payer and the specified person, alone or to- 
gether with another person, authorizes or otherwise causes a 
payment referred to in subsection 135(3) or 153(1), or on 
which tax is payable under Part XIII, to be made by or on 
behalf of the payer, the specified person 


(a) is, for the purposes of subsections 135(3) and 153(1), 
section 215 and this section, deemed to be a person who 
made the payment; 


(b) is jointly and severally liable with the payer to pay to 
the Receiver General 


(i) all amounts payable by the payer because of any 
of subsections 135(3) and 153(1) and section 215 in 
respect of the payment, and 


Subsec. 227(5) added by 1996, c. 21, s. 57, applicable June 20, 
1996. 


Former subsec. 227(5) repealed by 1994, c. 21, subsec. 104(1), ap- 
plicable June 15, 1994. That subsec. formerly read: 


(5) Amount in trust not part of estate — Notwithstanding 
any provision of the Bankruptcy and Insolvency Act, in the 
event of any liquidation, assignment, receivership or bank- 
ruptcy of or by a person, an amount equal to any amount 


(a) deemed by subsection (4) to be held in trust for Her 
Majesty, or 


(b) deducted or withheld under an Act of a province with 
which the Minister of Finance has entered into an agree- 
ment for the collection of taxes payable to the province 
under that Act that is deemed under that Act to be held in 
trust for Her Majesty in right of the province 


shall be deemed to be separate from and form no part of the 
estate in liquidation, assignment, receivership or bankruptcy, 
whether or not that amount has in fact been kept separate and 
apart from the person’s own moneys or from the assets of the 
estate. 


That portion of subsec. 227(5) preceding para. (a) amended to sub- 
stitute “Bankruptcy and Insolvency Act” for “Bankruptcy Act’, by 
1992, c. 27, para. 90(1)(q), deemed to have come into force Novem- 
ber 30, 1992. 


Pre-RSC History [former subsec. 227(5)]: Subsec. 227(5) 
substituted by 1988, c. 55, subsec. 171(1). Subsec.(5) formerly read: 


(5) Amount in trust not part of estate — Notwithstanding 
any provision of the Bankruptcy Act, in the event of any liqui- 
dation, assignment, receivership or bankruptcy of or by a per- 
son, an amount equal to the amount deemed by subsection (4) 
to be held in trust for Her Majesty shall be deemed to be sep- 
arate from and form no part of the estate in liquidation, as- 
signment, receivership or bankruptcy, whether or not that 
amount has in fact been kept separate and apart from the per- 
son’s own moneys or from the assets of the estate. 


S. 227(5.2)(a) 


Subsec. 227(5) substituted by 1986, c. 6, subsec. 118(1), applicable 
to amounts that were deducted or withheld after May 23, 1985. Sub- 
sec. (5) formerly read: 


(5) Idem — All amounts deducted or withheld by a person 
under this Act shall be kept separate and apart from his own 
moneys and in the event of any liquidation, assignment or 
bankruptcy the said amounts shall remain apart and form no 
part of the estate in liquidation, assignment or bankruptcy. 


(5.1) Definition of “specified person” — In 
subsection (5), a “specified person” in relation to a 
particular person means a person who is, in relation 
to the particular person or the disbursements, prop- 
erty, business or estate of the particular person, 


(a) a trustee; 

(b) a liquidator; 

(c) a receiver; 

(d) an interim receiver; 
(e) a receiver-manager; 


(f) a trustee in bankruptcy or other person ap- 
pointed under the Bankruptcy and Insolvency Act; 


(g) an assignee; 


(h) a secured creditor (as defined in subsection 
224(1.3)); 


(i) an executor or administrator; 


(j) any person acting in a capacity similar to that 
of a person referred to in any of paragraphs (a) to 
(i); 

(k) a person appointed (otherwise than as an em- 
ployee of the creditor) at the request of, or on the 
advice of, a secured creditor in relation to the par- 
ticular person to monitor, or provide advice in re- 
spect of, the disbursements, property, business or 
estate of the particular person under circum- 
stances such that it is reasonable to conclude that 
the person is appointed to protect or advance the 
interests of the creditor; or 


(1) an agent of a specified person referred to in 
any of paragraphs (a) to (k). 


History: Subsec. 227(5.1) added by 1996, c. 21, s. 57, applicable 
June 20, 1996. 


(5.2) “Person” includes partnership — For the 
purposes of this section, references in subsections (5) 
and (5.1) to persons include partnerships. 


Related Provisions: 227(15) — “Person” includes certain part- 
nerships for all purposes under s. 227. 


History: Subsec. 227(5.2) added by 1996, c. 21, s. 57, applicable 
June 20, 1996. 
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(6) Excess withheld, returned or applied — 
Where a person on whose behalf an amount has been 
paid under Part XII.5 or XIII to the Receiver General 
was not liable to pay tax under that Part or where the 
amount so paid is in excess of the amount that the 
person. was liable to pay, the Minister shall, on writ- 
ten application made no later than 2 years after the 
end of the calendar year in which the amount was 
paid, pay to the person the amount so paid or such 
part of it as the person was not liable to pay, unless 
the person is or is about to become liable to make a 


S..227(6.1) 


payment to Her Majesty in right of Canada, in which 
case the Minister may apply the amount otherwise 
payable under this subsection to that rane and no- 
tify the person of that action. 


History: Subsec. 227(6) amended by 1997, c. 95, subsec. ahah 
applicable April 25, 1997. Subsec. (6) formerly read: 


(6) Where a person on whose behalf an amount has been ail 
under Part XIII to the Receiver General was. not liable to pay. 
tax under that Part or where the amount so paid is in excess of 
the amount that the person was liable to pay, the Minister 
shall, on written application made no later than 2 years after 
the end of the calendar year in which the amount was paid, 
pay to the person the amount so paid or such part of it as the 
person was not liable to pay, unless the person is or is about 
to become liable to make a payment to Her Majesty in right 
of Canada, in which case the Minister may apply the amount 
otherwise payable under this, subsection to that liability and 
notify the person of that action. 


Subsec. 227(6) substituted by 1994, c. 21, subsec. a, applica: 
ble June 15, 1994. That subsec. formerly read: 


(6) Withheld money returned or applied otherwise _— 
Where a person on whose behalf an amount has been paid to 
the Receiver General after having been deducted or withheld 
under Part XIII was not liable'to pay any tax under that Part 
or where the amount so-paid to the Receiver General. on the 
person’s behalf is in excess of the tax that the person was 
liable to pay, the Minister shall, on application in writing 
made within two years from the end of the calendar year in 
which the amount was paid, pay to the person the amount so 
paid or such part thereof as the person was not liable to pay, 
unless the person is otherwise liable or about to become liable 
to make a payment under this Act, in which case the Minister 
may apply the amount otherwise. payable under this subsec- 
tion to that payment and notify the person. of that ‘fact. 
Pre-RSC History: “Receiver General’ substituted for “Receiver 
General of Canada” by 1980-81-82-83, c: 48, s. 115. 
Forms [subsec. 227(6)]: NR7-R: ety oieey for refund of non- 
resident tax withheld. 


(6.1) Repayment of non-resident shareholder 
loan — Where, in respect of a loan from or indebt- 
edness to a corporation or partnership, a person on 
whose behalf an amount was paid to the Receiver 
General under Part XIII because of subsection 15(2) 
and paragraph 214(3)(a) repays the loan or indebted- 
ness or a portion of it and it 1s established by subse- 
quent events or otherwise that the repayment was not 
made as part of a series of loans or other transactions 
and repayments, the Minister shall, on written appli- 
cation made no later than 2 years after the end of the 
calendar year in which the repayment is made, pay to 
the person an amount equal to the lesser of 


(a) the amount so paid to the Receiver General in 
respect.of the loan or indebtedness or portion of 
it, as the case may be, and 


(b) the amount that would be payable to the Re- 
ceiver General under Part XIII if'a dividend de- 

- scribed in paragraph 212(2)(a) equal in amount to 
the amount of the loan or indebtedness repaid 
were paid by the corporation or partnership to the 
person at the time of the repayment, 


unless the person is or is about to become liable to 
make a payment to Her Majesty in right of Canada, 
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in which case the Minister may apply the amount 
otherwise payable under this subsection to that lia- 
bility and notify the person of that action. 

Related Provisions: 227(7.1) — Determination of amount under 
subsec. (6.1). 


History: Subsec. 227(6.1) added by 1994, c. 21, subsec. 104(1), 
applicable to repayments made after December 21, 1992. 


(7) Application for assessment — Where, on 
application under subsection (6) by or on behalf of a 
person to the Minister in respect of an amount paid 
under Part XII.5 or XIII to the Receiver General, the 
Minister is not satisfied 


(a) that the person was not liable to pay any tax 
under that Part, or 


(b) that the amount paid was in excess of the tax 
that the person was liable to pay, 


the Minister shall assess any amount payable under 
that Part by the person and send a notice of assess- 
ment to the person, and sections 150 to 163, subsec- 
tions 164(1) and (1.4) to (7), sections 164.1 to 167 
and Division J of Part I apply with any modifications 
that the circumstances require. 


History: Subsec. 227(7) amended by 1997, c. 25, subsec. 67(3), 
applicable April 25, 1997. Subsec. (7) formerly read: 


(7) Where, on application under subsection (6) by or on be- 
half of a person to the Minister in respect of an amount paid 
under Part XIII to the Receiver General, the Minister is not 
satisfied 


(a) that the person was not liable to pay any tax under 
that Part, or 


(b) that the amount paid was in excess of the tax that the 
person was liable to pay, 


the Minister shall assess the person for any amount payable 
under Part XIII by the person and send a notice of assessment 
to the person, and sections 150 to 163, subsections 164(1) and 
(1.4) to (7), sections 164.1 to 167 and Division J of Part I 
apply with such modifications as the circumstances require. 


Subsec. 227(7) substituted by 1994, c. 21, subsec. 104(1), applica- 
ble June 15, 1994. That subsec. formerly read: 


(7) ldem — Where, on application by or on behalf of a per- 
son to the Minister pursuant to subsection (6) in respect of an 
amount paid to the Receiver General that was deducted or 
withheld under Part XIII, the Minister is not satisfied 


(a) that the person was not liable to pay any tax under 
that Part, or 


(b) that the amount paid to the Receiver General was in 
excess of the tax that the person was liable to pay, 


the Minister shall assess the person for any amount payable 
by the person under Part XIII and send a notice of assessment 
to the person, whereupon sections 150 to 163, subsections 
164(1) and (1.4) to (7), sections 164.1 to 167 and Division J 
of Part I are applicable with such modifications as the cir- 
cumstances require. 


Pre-RSC History: All that portion of subsec. 227(7) following 


para. (b) substituted by 1985, c. 45, subsec. 117(1), applicable after 


1984. That portion formerly read: 


the Minister shall assess that person for any amount payable 
by him under Part XIII and send a notice of assessment to 
that person, whereupon Divisions I and J of Part I are applica- 
ble mutatis mutandis. 


“Receiver General” substituted for “Receiver General of Canada” 


Income Tax Act 


by 1980-81-82-83, c. 48, s. 115. 


(7.1) Application for determination — Where, 
on application under subsection (6.1) by or on behalf 
of a person to the Minister in respect of an amount 
paid under Part XIII to the Receiver General, the 
Minister is not satisfied that the person is entitled to 
the amount claimed, the Minister shall, at the per- 
son’s request, determine, with all due dispatch, the 
amount, if any, payable under subsection (6.1) to the 
person and shall send a notice of determination to 
the person, and sections 150 to 163, subsections 
164(1) and (1.4) to (7), sections 164.1 to 167 and Di- 
vision J of Part I apply with such modifications as 
the circumstances require. 


History: Subsec. 227(7.1) added by 1994, c. 21, subsec. 104(1), 
applicable to repayments made after December 21, 1992. 


(8) Penalty — Subject to subsection (8.5), every 
person who in a calendar year has failed to deduct or 
withhold any amount as required by subsection 
153(1) or section 215 is liable to a penalty of 


(a) 10% of the amount that should have been de- 
ducted or withheld; or 


(b) where at the time of the failure a penalty 
under this subsection was payable by the person 
in respect of an amount that should have been de- 
ducted or withheld during the year and the failure 
was made knowingly or under circumstances 
amounting to gross negligence, 20% of that 
amount. 


Related Provisions: 147.1(3)—Deemed _ registration; 
161(11) — Interest on penalties; 227(8.3) — Interest on amounts 
not deducted or withheld; 227(8.4) — Non-resident employees and 
patronage dividends; 227(9) — Penalty; 227(9.5) — Each establish- 
ment considered a separate person; 227(10) — Assessment; 
227(10.2) — Joint and several liability re contributions to RCA; 
252.1 — Where union is employer . 


History: Para. 227(8)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 132(1), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Para. (b) formerly 
read: 


(b) where the person had at the time of the failure been as- 
sessed a penalty under this subsection in respect of an amount 
that should have been deducted or withheld during the year, 
20% of the amount that should have been deducted or 
withheld. 


Pre-RSC History: Subsec. 227(8) substituted by 1988, c. 55, 
subsec. 171(2). Subsec. 227(8) formerly read: 


(8) ldem — Any person who has failed to deduct or withhold 
any amount as required by this Act or a regulation is liable to 
pay to Her Majesty 


(a) if the amount should have been deducted or withheld 
under subsection 153(1) from an amount that has been 
paid to a person resident in Canada, or should have been 
deducted or withheld under section 215 from an amount 
that has been paid to a person not resident in Canada, 
10% of the amount that should have been deducted or 
withheld, and 


(b) in any other case, the whole amount that should have 
been deducted or withheld, 


together with interest on the amount that should have been 
deducted or withheld, at the prescribed rate per annum, for 
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the period commencing on the later of 
(c) February 16, 1984, and 


(d) the fifteenth day of the month immediately following 
the month in which such amount should have been so de- 
ducted or withheld or such earlier time as may be pre- 
scribed for the purposes of subsection 153(1). 


Para. 227(8)(d) amended by 1987, c. 46, subsec. 67(1), to substitute 
“fifteenth” for “15th” and to add “or such earlier time as may be 
prescribed for the purposes of subsection 153(1)”, applicable with 
respect to amounts required to be deducted or withheld after 1987. 


That portion of subsec. 227(8) following para. (b) substituted by. 


1984, c. 45, subsec. 89(1), applicable after February 15, 1984. That 
portion formerly read: 


together with interest thereon at a prescribed rate per annum. 


Selected Cases [subsec. 227(8)]: Mollenhauer Ltd. v. Canada, 
[1992] 2 C.T.C. 121 (FCTD) (Contractor which undertook to pay 
subcontractor’s employees’ “salary or wages or other remuneration” 
liable for failing to make and remit source deductions despite not 
being “employer’’); Comanche Drilling Ltd. (Receiver of) v..MNR, 
[1989] 1 C.T.C. 428 (FCTD) (Receiver with power: to borrow 
money to operate business liable for unremitted source deductions 
and penalty); The Queen. v. Moulton Ltd., [1976]|-C.T.C. 416 
(FCTD) (In action against garnishee, Crown required to prove tax- 
payer liable to make payment under Act). 


I.T. Application Rules: 62(2) (subsec. 227(8) applies to interest 
payable in respect of any period after December 23, 1971). 


Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. 


Information Circulars: 77-16R4: Non-resident income tax; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(8.1) Joint and several liability — Where a par- 
ticular person has failed to deduct or withhold an 
amount as required under subsection 153(1) or sec- 
tion 215 in respect of an amount that has been paid 
to a non-resident person, the non-resident person is 
jointly and severally liable with the particular person 
to pay any interest payable by the particular person 
pursuant to subsection (8.3) in respect thereof. 
Related Provisions: 227(10) — Assessment. 

Pre-RSC History: Subsec. 227(8.1) substituted by 1988, c. 55, 
subsec. 171(2). Subsec. 227(8.1) formerly read: 


(8.1) Idem — Where a taxpayer has failed to deduct or with- 
hold any amount, as required under section 215, in respect of 
an amount that has been paid to a person not resident in Can- 
ada, that non-resident person is jointly and severally liable 
with the taxpayer to pay any interest payable by the taxpayer 
pursuant to subsection (8) in respect thereof. 


Subsec. 227(8.1) added by 1984, c, 45, subsec. 89(2), applicable af- 
ter February 15, 1984. 


(8.2) Retirement compensation arrangement 
deductions — Where a person has failed to deduct 
or withhold any amount as required under subsection 
153(1) in respect of a contribution under a retirement 
compensation arrangement, that person is liable to 
pay to Her Majesty an amount equal to the amount 
of the contribution, and each payment on account of 
that amount is deemed to be, in the year in which the 
payment is made, 


(a) for the purposes of paragraph 20(1)(r), a con- 
tribution by the person to the arrangement; and 


(b) an amount on account of tax payable by the 


S. 227(8.3) 


custodian under Part XI.3. 
Related Provisions: 147.1(3)— Deemed - registration; 
153(1)(p) — Withholding required; 227(10) — Assessment; 
227(10.2) — Joint and. several liability re contributions to RCA; 
252.1 — Where union is employer. 
Pre-RSC History: Subsec. 227(8.2) added by 1987, c..46, subsec. 


67(2), applicable with respect to amounts paid after March 27, 
1987. 


(8.3) Interest on amounts not deducted or 


withheld — A person who fails to deduct or with- 


hold any amount as required by subsection 135(3), 
153(1) or 211.8(2) or section 215 shall pay to the 
Receiver General interest on the amount at the pre- 
scribed rate, computed 


(a) in the case of an amount required by subsec- 
tion 153(1) to be deducted or withheld from a 
payment to another person, from the fifteenth day 
of the month immediately following the month in 
which the amount was required to be deducted or 
withheld, or from such earlier day as may be pre- 
scribed for the purposes of subsection 153(1), to, 


(i) where that other person is not resident in 
Canada, the day of payment of the amount to 
the Receiver General, and 


(ii) where that other person is resident in Can- 
ada, the earlier of the day of payment of the 
amount to the Receiver General and April 30 
of the year immediately following the year in 
which the amount was required to be deducted 
or withheld; 


(b) in the case of an amount required by subsec- 
tion 135(3) or section 215 to be deducted or with- 
held, from the day on which the amount was re- 
quired to be deducted or withheld to the day of 
payment of the amount to the Receiver General; 
and | 


(c) in the case of an amount required by subsec- 
tion 211.8(2) to be withheld, from the day on or 
before which the amount was required to be re- 
mitted to the Receiver General to the day of the 
payment of the amount to the Receiver General. 


Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 227(8.1) — Joint and several liability; 227(10) — 
Assessment; 227(10.2) — Joint and several liability re contributions 
to RCA; 248(11) — Compound interest; 252.1 — Where union is 
employer . 


History: The opening words of subsec. 227(8.3) amended, and 
para. (c) added, by 1997, c. 25, subsecs. 67(4), (5), agi April 
25, 1997. The opening words formerly read: 


(8.3) A person who fails to deduct or withhold any amount as 
required by subsection 135(3) or 153(1) or section 215 shall 
pay to the Receiver General interest on the amount at the pre- 
scribed rate, computed 


That portion of subsec. 227(8.3) preceding para. (a) substituted, 
para (b) amended to add reference to subsec. 135(3), by 1994, c. 7, 
Sch. II (1991, c. 49), subsecs. 186(1), (2), applicable after July 13, 
1990. That portion formerly read: 


(8:3) Where a person has failed to deduct or withhold any 
amount as required by subsection 153(1) or section 215, the 
person shall pay to the Receiver General interest on the 
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amount at the prescribed rate computed 
Pre-RSC History: Subsec. 227(8.3) added by 1988, c. 55, subsec. 
171(3). 
Regulations: 4301(a) (prescribed rate of interest). 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(8.4) Liability to pay amount not deducted or 
withheld — A person who fails to deduct or with- 
hold any amount as required under 


(a) subsection 135(3) in respect of a payment 
made to another person, or 


(b) subsection 153(1) in respect of an amount 
paid to another person who is non-resident or 
who is resident in Canada solely because of para- 
graph 250(1)(a) 
is liable to pay as tax under this Act on behalf of the 
other person the whole of the amount that should 
have been so deducted or withheld and is entitled to 
deduct or withhold from any amount paid or credited 
by the person to the other person or otherwise to re- 
cover from the other person any amount paid by the 
person as tax under this Part on behalf of the other 
person. 


Related Provisions: 215(6) — Parallel provision for non-resident 
withholding tax; 227(10) — Assessment. 


History: Subsec. 227(8.4) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 186(3), applicable after July 13, 1990. Subsec. 
227(8.4) formerly read: 


(8.4) Liability to pay amount not deducted or withheld — 
A person who has failed to deduct or withhold any amount as 
required under subsection 153(1) in respect of an amount paid 
to another person who is not resident in Canada, or who is 
resident in Canada only by reason of paragraph 250(1)(a), is 
liable to pay as tax under this Act on behalf of the other per- 
son the whole of the amount that should have been deducted 
or withheld, and is entitled to deduct or withhold from any 
amount the person pays or credits to the other person or oth- 
erwise recover from the other person any amount paid by the 
person as tax under this Part on behalf of the other person. 


Pre-RSC History: Subsec. 227(8.4) added by 1988, c. 55, subsec. 
L716) 


(8.5) [Repealed] 


History: Subsec. 227(8.5) repealed by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 132(2), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Subsec. (8.5) formerly 
read: 


(8.5) Payments from same establishment — Where a per- 
son has failed to deduct or withhold any amount in respect of 
a payment described in paragraph 153(1)(a), subsection (8) 
shall be read as follows: 


(8) Every person who in a calendar year has failed to 
deduct or withhold a particular amount as required by 
paragraph 153(1)(a) in respect of a payment made by 
the person from an establishment of the person is liable 
to a penalty of 


(a) 10% of the particular amount that should have 
been deducted or withheld; or 


(b) where the person had at the time of the failure 
been assessed a penalty under this subsection for 
failing to deduct or withhold during the year an- 
other amount so required to be deducted or with- 


Income Tax Act 


held in respect of a payment made by the person 
from the same establishment of the person, 20% of 
the particular amount that should have been de- 
ducted or withheld.” 
Pre-RSC History: Subsec. 227(8.5) added by 1988, c. 55, subsec. 
171(3). 


(9) Penalty — Subject to subsection (9.5), every 
person who in a calendar year has failed to remit or 
pay as and when required by this Act or a regulation 
an amount deducted or withheld as required by this 
Act or a regulation or an amount of tax that the per- 
son is, by section 116 or by a regulation made under 
subsection 215(4), required to pay is liable to a pen- 
alty of 


(a) 10% of that amount; or 


(b) where at the time of the failure a penalty 
under this subsection was payable by the person 
in respect of an amount that should have been re- 
mitted or paid during the year and the failure was 
made knowingly or under circumstances amount- 
ing to gross negligence, 20% of that amount. 


Related Provisions: 227(8) — Penalty; 227(9.1) — Penalty; 
227(9.3) — Interest on certain tax not paid; 227(9.5) — Each estab- 
lishment considered a separate person; 227(10.1) — Assessment; 
227(10.2) — Joint and several liability re contributions to RCA; 
248(7) — Receipt of things mailed; 252.1 — Where union is 
employer. 


History: Para. 227(9)(b) amended by 1994, c. 7; Sch. VIII (1993, c. 
24), subsec. 132(3), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Para. (9)(b) formerly 
read: 


(b) 20% of that amount, where the person had at the time of 
the failure been assessed a penalty under this subsection in 
respect of a previous failure during the year. 


Pre-RSC History: Subsec. 227(9) substituted by 1988, c. 55, 
subsec. 171(4). Subsec. 227(9) formerly read: 


(9) Penalty — Every person who has failed to remit or pay 
as and when required by this Act or a regulation made under 
this Act 


(a) an amount deducted or withheld as required by this 
Act (a) an amount deducted or withheld as required by 
this Act or a regulation made under this Act, or 


(b) an amount of tax that he is, by section 116 or by a 
regulation made under subsection 215(4), required to pay 


is liable to a penalty of 10% of that amount or $10, whichever 
is the greater, in addition to the amount itself, together with 
interest on the amount at the prescribed rate per annum, 


(c) in the case of an amount deducted or withheld, for the 
period commencing on the fifteenth day of the month im- 
mediately following the month in which such amount 
was deducted or withheld or such earlier time as may, be 
prescribed for the purposes of subsection 153(1), and 


(d) in any other case, for the period commencing onthe 
date on or before which such amount was required to be 
paid. 
Subsec. 227(9) substituted by 1987, c. 46, subsec. 67(3), applicable 
with respect to amounts required to be remitted or paid after 1987. 
Subsec. 227(9) formerly read: 


(9) Idem — Every person who has failed to remit or pay 


(a) an amount deducted or withheld as required by this 
Act or a regulation, or 
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(b) an amount of tax that he is, by section 116 or by a 

regulation made under subsection 215(4), required to 

pay, 
is liable to a penalty of 10% of that amount or $10, whichever 
is the greater, in addition to the amount itself, together with 
interest on the amount at the prescribed rate per annum, for 
the period commencing on the 15th day of the month imme- 
diately following the month | in which such amount was de- 
ducted or withheld. 


That portion of subsec. 227(9) following para. (b) substituted by 
1984, c. 45, subsec. 89(3), applicable after February 15, 1984. That 
portion formerly read: 


_ is liable to a penalty of 10% of that amount or $10, whichever 
is the greater, in addition to the amount itself, together with 
interest on the amount at the rate per annum prescribed for 
the purposes of subsection (8). 


Para. 227(9)(b) substituted by 1980- 81-82-83, c. 140, subsec. 
123(1). Para. 227(9)(b) formerly read: 


(b) an amount of tax that he is, by subsection 116(5) or hye a 
regulation made under subsection 215(4), required to pay, 


Para: 227(9)(b) substituted by 1974-75-76, c. 26; subsec. 124(1). 
Para. 227(9)(b) formerly read: 


(b) an amount of tax that he is, by a regulation made under 
~ subsection 215(4), required to. pay, 
Selected Cases [subsec. 227(9)]: Storrie v. Canada, [1996] 2 
C.T.C. 2596 (TCC) (Lack of clarity resolved in favour of taxpayer); 


Cana Construction Co. v.. Canada, [1995] 1 C.T.C. 2122 (TCC) | 


(Prime contractor maintained full control of funds to pay wages and 
required to withhold source deduction); Electrocan Systems Ltd. v. 
Canada, [1989] 1 C.T.C..244 (FCA) (Late. remittance resulted in 
penalty); A.G. Can. v. Coopers and Lybrand Ltd., 86 DTC 6243 
(B.C. SC) (Penalty imposed after date of filing bankruptcy proposal 
not provable claim). 


Regulations: Part I (amount required to be withheld). 
1.T. Application Rules: 62(2) (subsec. 227(9) applies to interest 
payable in respect of any period after December 23, 1971). 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(9.1) Idem — Notwithstanding any other provision 
of this Act, any other enactment of Canada, any en- 
actment of Canada, any enactment of a province or 
any other law, the penalty for failure to remit an 


amount required to be remitted by a person on or 


before a prescribed date under subsection 153(1), 
subsection 21(1) of the Canada Pension Plan and 
subsection 82(1) of the Employment Insurance Act 
shall, unless the person who is required to remit the 
amount has, knowingly (or, under circumstances 
amounting to gross negligence, delayed in remitting 
the amount or has, knowingly or under circum- 
stances amounting to gross negligence, remitted an 
amount less than the amount required, apply only to 
the amount by which the total of all.amounts so re- 
quired to be remitted on or before that date exceeds 
$500 


S. 2279.2) 


History: Subsec. 227(9.1) amended by 1996, c..23,'s. 176, in force 
June 30; 1996. Subsec. (9:1) formerly read: 


(9.1) Idem — Notwithstanding any other provision of this 
Act, any other enactment of Canada, any enactment of a 
province or any other law, the penalty for failure to remit an 
amount required to be remitted by.a person on or, before a 
prescribed date. under subsection 153(1), subsection 21(1) of 
the Canada Pension Plan and,subsection 53(1) of the Unem- 
ployment Insurance Act. shall, unless: the. person. who. 1s ,re- 
quired to remit the amount has, knowingly..or under circum- 
stances amounting to gross negligence, delayed. in remitting 
the amount or has, knowingly or under circumstances 
amounting to, gross negligence, remitted an amount less. than 
the amount required, apply only to the amount by which the 
total of all amounts so required to be remitted on or before 
_that date exceeds. $500. 


Subsec. 227(9:1) amended by 1994,:c. 7, Sch. VIII (1993, c. 24), 
subsec. 132(4), applicable after 1992, except with respect to 
amounts required to be remitted after 1993. Subsec. (9.1) formerly 


read: 


(9.1) Idem — Notwithstanding any other provision of this 
Act, any other enactment of Canada, any enactment of a 
province or any law, the penalty for failure to remit an 
amount required to-be remitted by a person on or before a 
prescribed date under subsection 153(1), subsection 21(1) of 
the Canada Pension Plan and subsection 53(1) of the Unem- 
ployment Insurance Act shall, unless the person required to 
remit the amount has wilfully delayed in remitting the amount 
or wilfully remitted an amount less than the amount required, 
apply. only to the amount by which’ the, total of all amounts 
each of which. is.an. amount, so required to be remitted on or 
before that date exceeds $500. 


Pre-RSC History: Subsec. 227(9.1) added by 1987, c. 46, subsec. 
67(4), applicable to remittances in respect of amounts paid. after 
1987. 


(9.2) Interest on amounts deducted or 
withheld but not remitted — Where a person has 
failed to remit as and when required by this Act or a 
regulation an amount deducted or withheld as re- 
quired by this Act or a regulation, the person shall 
pay to the Receiver General interest on the amount at 
the prescribed rate computed from the day on which 
the person was so required to remit the amount to the 
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day of remittance of the amount to the Receiver 
General. 

Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 227(10.1) — Assessment; 227(10.2) — Joint and 
several liability re contributions to RCA; 248(11) — Compound in- 
terest; 252.1 — Where union is employer. 


Regulations: 4301(a) (prescribed rate of interest). 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(9.3) Interest on certain tax not paid — Where 
a person fails to pay an amount of tax that, because 
of section 116, subsection 212(19) or a regulation 
made under subsection 215(4), the person is required 
to pay, as and when the person is required to pay it, 
the person shall pay to the Receiver General interest 
on the amount at the prescribed rate computed from 
the day on or before which the amount was required 
to be paid to the day of payment of the amount to the 
Receiver General. 

Related Provisions: 221.1 — Application of interest where legis- 


lation retroactive; 227(10.1) — Assessment; 248(11) —- Compound 
interest. 


History: Subsec. 227(9.3) substituted by 1994, c. 21, subsec. 
104(2), applicable after May 28, 1993. That subsec. formerly read: 


(9.3) Interest on certain tax not paid — Where a person has 
failed to pay an amount of tax that the person is, by section 
116 or a regulation made under subsection 215(4), required to 
pay, as and when the person was so required to pay it, the 
person shall pay to the Receiver General interest on the 
amount at the prescribed rate computed from the day on or 
before which the amount was required to be paid to the day of 
payment of the amount to the Receiver General. 


Regulations: 4301 (prescribed rate of interest). 


(9.4) Liability to pay amount not remitted — A 
person who has failed to remit as and when required 
by this Act or a regulation an amount deducted or 
withheld from a payment to another person as re- 
quired by this Act or a regulation is liable to pay as 
tax under this Act on behalf of the other person the 
amount so deducted or withheld. 

Related Provisions: 227(10.1) — Assessment; 227(10.2) — 


Joint and several liability re contributions to RCA; 252.1 — Where 
union is employer. 


(9.5) Payment from same establishment — In 
applying paragraphs (8)(b) and (9)(b) in respect of 
an amount required by paragraph 153(1)(a) to be de- 
ducted or withheld, each establishment of a person 
shall be deemed to be a separate person. 


History: Subsec. 227(9.5) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 132(5), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Subsec. (9.5) formerly 
read: 


(9.5) Where a person has failed to remit or pay an amount 
deducted or withheld in respect of a payment described in 
paragraph 153(1)(a), subsection (9) shall be read as follows: 


(9) Every person who in a calendar year has failed to 
remit or pay as and when required by this Act or a reg- 
ulation a particular amount deducted or withheld as re- 
quired by paragraph 153(1)(a) in respect of a payment 
made by the person from an establishment of the per- 
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son is liable to a penalty of 


(a) 10% of the particular amount that should have 
been remitted or paid; or 


(b) where the person had at the time of the failure 
been assessed a penalty under this subsection for 
failure to remit or pay during the year another 
amount so required to be remitted or paid in re- 
spect of an amount so deducted or withheld by the 
person in respect of a payment made by the person 
from the same establishment of the person, 20% of 
the amount that should have been remitted or 
paid.” 

Pre-RSC History: Subsecs. 227(9.2) to (9.5) added by 1988, c. 

55, subsec! 171(5). 


information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 
(10) Assessment — The Minister may assess 


(a) any person for any amount payable by that 
person under subsection (8), (8.1), (8.2), (8.3) or 
(8.4) or 224(4) or (4.1) or section 227.1 or 235, 


(a.l1) any person for any amount payable under 
subsection (10.2) by the person as a consequence 
of a failure by a non-resident person to deduct or 
withhold any amount, and 


(b) any person resident in Canada for any amount 
payable by that person under Part XIII, 


and, where the Minister sends a notice of assessment 
to that person, Divisions I and J of Part I are applica- 
ble with such modifications as the circumstances 
require. 


1750 


Part XV — Administration and EnforcerS$e27Former (10.2), (10.3)-—(10.9) 


History: Para. 227(10)(a.1) added by 1994, c, 21, subsec. 104(3), 
applicable June 15, 1994. 


Para. 227(10)(a) amended to add reference to s. 235 by. 1994, c. 7, 
Sch. II (1991, c. 49), subsec. 186(4). 


Pre-RSC History: Para. 227(10)(a) substituted by 1988, c. 55, 
subsec. 171(6). Para. 227(10)(a) formerly read: 


(a) any person for any amount payable by that person under 
subsection (8) or 224(4) or (4.1) or section 227.1 or 235, and 


Subsec. 227(10) substituted by 1985, c. 45, subsec. 117(2), applica- 
ble. after 1984. Subsec. 227(10) formerly read: 


(10) Assessment — The Minister may assess any person for 
any, amount payable by that person. under Part XIII, this sec- 
tion, section 227.1 or 235 and, upon his.sending a notice of 
assessment to that person, Divisions I and J of Part I are ap- 
plicable with such modifications as the circumstances require. 


Subsec. 227(10) substituted by 1984, c. 1, s. 99, to delete the refer- 
ence to s. 234:1, which deletion is applicable with respect to 
purchases of aviation turbine fuel made after April 30, 1983. 


Subsec. 227(10) substituted by 1980-81-82-83, c. 140, subsec. 
123(2), applicable after November 12, 1981. Subsec. 227(10) for- 
merly read: 


(10) The Minister may assess any person for any amount pay- 
able by that person under Part XIII, this section or section 
235 and, upon his sending a notice of assessment to that per- 
son, Divisions I and J of Part I are applicable mutatis 
mutandis. 


(10.01) Part XII.5 — The Minister may at any time 
assess any amount payable under Part XII.5 by a per- 
son resident in Canada and, where the Minister sends 
a notice of assessment to that person, Divisions I and 
J of Part I apply with any modifications that the cir- 
cumstances require. 


History: Subsec. 227(10.01) added by 1997, c..25, subsec. 67(6), 
applicable April 25, 1997. 


(10.1) ldem — The Minister may at any time assess 
(a) any amount payable under section 116 or sub- 
section (9), (9.2), (9.3) or (9.4) by any person, 


(b) any amount payable under subsection (10.2) 
by any person as a consequence of a failure by a 
non-resident person to remit any amount, and 
(c) any amount payable under Part XII.5 or XII 
by any non-resident person. 


Related Provisions: 224(1.2) — Garnishment of payments redi- 
rected to secured creditors. 

History: Paras. 227(10.1)(a) to (c) substituted for paras. (a) to (b) 
by. 1997, c. 25, subsec. 67(7), applicable April 25, 1997. Paras. (a) 
to (b) formerly read: 


(a) any person for any amount payable under section 116 or 
subsection (9), (9.2), (9.3) or (9.4) by the person, 


(a.1) any person for any amount payable under subsection 
(10.2) by the person as a consequence of a failure by a non- 
resident person to remit any amount, and 


(b) any non-resident person for any amount payable under 
Part XIII by the person, 


Subsec. 227(10.1) substituted by 1994, c. 21, subsec. 104(4), appli- 
cable to amounts that become payable after 1990 except that, in ap- 
plying subsec. 227(10.1) to amounts that became payable before 
June 15, 1994, it shall be read without reference to para. (a.1) 
thereof. That subsec. formerly read: 


(10.1) Idem — The Minister may assess 


(a) any person for any amount payable by that person 
under subsection (9), (9.2), (9.3) or (9.4), and 


(b) any non-resident person for any amount payable by 
that person under Part XIII, 


and, where the Minister sends a notice of assessment to that 
person, sections 150 to 163, subsections 164(1) and (1.4) to 
(7), sections 164.1'to 167 and Division J of Part I are applica- 
ble with such modifications as the circumstances require: 


Pre-RSC History: Para. 227(10.1)(a) amended ‘to substitute 
“under subsection (9), (9.2), (9.3) or(9.4)” for “under subsection 
(9) by 1988, c..55, subsec. 171(7). 


Subsec. 227(10.1) added by 1985, c. 45, subsec. 117(2), applicable 
after 1984. 


Selected Cases [Subsec. 227(10.1)]: Spa Springs Parks Ltd. v. 
Mineral Water Company of Canada Ltd., [1992] 2 C.T.C. 154 
(NSTD) (Crown priority extends to related interest and penalties). 


(10.2) Joint and_ several liability —re 
contributions to RCA — Where a non-resident 
person fails to deduct, withhold or remit an amount 
as required by subsection 153(1) in respect of a con- 
tribution under a retirement compensation arrange- 
ment that is paid on behalf of the employees or for- 
mer employees of an employer with whom the non- 
resident person does not deal at arm’s length, the 
employer is jointly and severally liable with the non- 
resident person to pay any amount payable under 
subsection (8), (8.2), (8.3), (9), (9.2) or (9.4) by the 
non-resident person in respect of the contribution. 

Related Provisions: 227(10)(a.1) — Assessment for failure to 


deduct or withhold; 227(10.1)(c) — Assessment for failure to remit 
tax. 


History: Subsec. 227(10.2) added by 1994, c. 21, subsec. 104(5), 
applicable June 15, 1994. 


Former (10.2), (10.3)—(10.9) [Repealed] 


History: Former subsec. 227(10.2), and subsec. (10.3) to (10.9), re- 
pealed by 1993, c. 24, s. 153. (Subsec. (10.9); which was added in 
the R.S.C. 1985 (Sth Supp.) consolidation, taking the place of the 
application rule in 1986, c. 6, subsec. 118(4), provided that subsecs. 
(10.2) to (10.8) would come into force on a day to be proclaimed. 
That proclamation never occurred.) 


Pre-RSC History: Subsecs. 227(10.2) to (10.8) added by 1986, c. 
6, subsec. 118(2), applicable to assessments in respect of amounts 
deducted or withheld after a date to be fixed by, proclamation. 
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(11) Withholding tax — Provisions of this Act re- 
quiring a person to deduct or withhold an amount in 
respect of taxes from amounts payable to a taxpayer 
are applicable to Her Majesty in right of Canada or a 
province. 


(12) Agreement not to deduct void — Where 
this Act requires an amount to be deducted or with- 
held, an agreement by the person on whom that obli- 
gation is imposed not to deduct or withhold ‘is void. 


(13) Minister’s receipt discharges debtor — 
The receipt of the Minister for an amount deducted 
or withheld by any person as required by or under 
this Act is a good and sufficient discharge of the lia- 
bility of any debtor to the debtor’s creditor with re- 
spect thereto to the extent of the amount referred to 
in the receipt. 


(14) Application of other Parts — Parts IV, 
IV.1, VI and VI.1 do not apply to any corporation 
for any period throughout which it is exempt from 
tax because of section 149. 


Related Provisions: 181.1(3)(c) — Exemption from Part I.3 tax; 


186.1 — Part IV tax — exempt corporations; 219(2) — Part XIV 
tax — exempt corporations; 227(16) — Part IV, tax — municipal or 
provincial corporation. 


History: Subsec. 227(14) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 186(5), applicable to any period or part of a period re- 
ferred to in the subsec. that is after, 1989. Subsec. (14) formerly 
read: 


(14) Where Parts III, IV, 1V.1, VI and VI.1 are not applica- 
ble — Parts II, IV, IV.1, VI and VI.1 are not applicable to 
any corporation for any period throughout which it is exempt 
from tax under section 149. 


Pre-RSC History: Subsec. 227(14) substituted by 1988, c. 55, 
subsec. 171(8), applicable to 1988 et seg. Subsec. 227(14) formerly 
read: ca 


(14) Application of Parts Ill, IV and VI to certain public 
corporations — Parts III, IV and VI are not applicable to 
any corporation that was, at any time or for any period that is 
relevant for the purposes of any of those Parts, a corporation 
exempt from tax under section 149. 


Subsec. 227(14) amended by 1977-78, c. 1, s. 97, as follows: . 


(a) by deleting therefrom the reference to Parts V, VII and VIII, 
effective after March 31, 1977, 


(b) by deleting therefrom the reference to Part II, effective after 
December 31, 1977, and 


(c) by deleting therefrom the reference to Part IX, effective af- 
ter December 1978. 


Subsec. 227(14) formerly read: 


(14) Application of Parts II to IX to certain public corpora- 
tions — Parts II to IX are not applicable to any corporation 
that was, at any time or for any period that is relevant for the 
purposes of any of those Parts, a corporation exempt from tax 
under section 149. 


Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation; IT- 
347R2: Crown corporations. 


(15) Partnership included in “person” — In 
this section, a reference to a “person” with respect to 
any amount deducted or withheld or required to be 
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deducted or withheld is deemed to include a 
partnership. 


Related Provisions: 96 — Partnerships and their members; 
212(13.1) — Application of Part XIII tax to a partnership; 
227(5.2) — “Person” includes any partnership for purposes of cer- 
tain provisions. 


History: Subsec. 227(15) amended by 1997, c. 25, subsec. 67(8), 
applicable April 25, 1997. Subsec. (15) formerly read: 


(15) In this section a reference to “person” with respect to any 
amount or any tax deducted or withheld from an amount 
under Part XIII shall be deemed to include a partnership that 
is with respect to that amount deemed for the purposes of that 
Part to be a person resident in Canada or a non-resident 
person. 


(16) Municipal or provincial corporation ex- 
cepted — A corporation that at any time during the 
taxation year would be a corporation described in 
paragraph 149(1)(d) but for a provision of an appro- 
priation Act shall be deemed not to be a private cor- 
poration for the purposes of Part IV. 


Related Provisions: 149(1)(d) — Exemptions — Municipal or 
provincial corporation. 


Pre-RSC History: Subsecs. 227(15), (16) added by 1974-75-76, c. 
26, subsec. 124(2), applicable, as to subsec. 227(15), in respect of 
tax deducted after November 18, 1974, and,'as to subsec. 227(16), 
to 1972 et seq. 


Interpretation Bulletins [subsec. 227(16)]: IT-269R3: Part IV 
tax on taxable dividends received by a private corporation or a sub- 
ject corporation; IT-347R2: Crown corporations. 


Definitions [s. 227]: “amount”, “assessment” — 248(1); “Can- 
ada” — 255; “corporation” — 248(1), Interpretation Act 35(1); 
“employee”, “employer” — 248(1); “estate” — 104(1), 248(1); 
“Minister”, “non-resident” — 248(1); “person” — 227(5:2), (15), 
248(1); “prescribed” — 248(1); “private corporation” — 89(1), 
248(1); “property” — 248(1); “public corporation” — 89(1), 
248(1); “regulation” — 248(1); “resident in Canada” — 250; “‘re- 
tirement compensation arrangement’, “salary or wages” — 248(1); 
“specified person” — 227(5.1); “tax payable” — 248(2); “taxation 
year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3); 
“unmarried” — 252(4)(d); “writing” — Interpretation Act 35(1). 


227.1 (1) Liability of directors for failure to de- 
duct — Where a corporation has failed to deduct or 
withhold an amount as required by subsection 135(3) 
or section 153 or 215, has failed to remit such an 
amount or has failed to pay an amount of tax for a 
taxation year as required under Part VII or VIII, the 
directors of the corporation at the time the corpora- 
tion was required to deduct, withhold, remit or pay 
the amount are jointly and severally liable, together 
with the corporation, to pay that amount and any in- 
terest or penalties relating thereto. 

Related Provisions: 159(2) — Requirement for clearance certifi- 
cate before distributing property; 236 — Execution of documents by 


corporate directors; 242 — Directors guilty of offences of 
corporation. 


Pre-RSC History: Subsec. 227.1(1) substituted by 1984, c. 1, s. 
100, applicable to 1983 et seg. Subsec. 227.1(1) formerly read: 


227.1 (1) Liability of directors — Where a corporation has 
failed to deduct or withhold an amount as required by subsec- 
tion 135(3) or section 153 or 215 or has failed to remit such 
an amount, the directors of the corporation at the time the 
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corporation was required to deduct.or withhold the amount, 
or remit the amount, are jointly and severally liable, together 
with the corporation, to pay any amount that the corporation 
is liable to pay under this Act in respect of that amount, in- 
cluding any interest or penalties related thereto. 
Information Circulars: 89-2R: Directors’ liability — section 
227.1 of the Income Tax Act and section 323 of the Excise Tax Act. 
Selected Cases [subsec. 227.1(1)]: Storrie v. Canada, [1996] 
2 C.T.C. 2596 (TCC) (Lack of clarity resolved in favour of tax- 
payer); MacCormack v. MNR, [1995] 2.C.T.C. 2410D (TCC) (Dis- 
tinctions between directors who are liable and those who are not); 
Roll v. MNR, [1992] 2 C.T.C. 2060 (TCC); appealed to FCTD (July 
14, 1992), File T-1736-92 (Director liable for failure to remit 
source deductions prior to date of resignation); Robitaille v, Can- 
ada, [1990] 1 C.T.C. 121 (FCTD) (Where decisions as to cheques 
issued from accounts of company in liquidation made by the bank 
appointed as controller, no liability of directors); Danielson v. MNR, 
[1986] 2 C.T.C. 341 (FCTD) (Assessment pursuant to provision 
cannot be quashed by way of application for certiorari); Danielson 
v. Dep. A.G. Can., [1986] 2 C.T.C. 42 (FCTD) (Pending determina- 
tion of ultimate liability, interim injunction against execution of 
seizure granted to director having no active role in company’s af- 
fairs nor knowledge of its business). 


(2) Limitations on liability — A director is not li- 
able under subsection (1), unless 


(a) a certificate for the amount of the corpora- 
tion’s liability referred to in that subsection has 
been registered in the Federal Court under section 
223 and execution for that amount has been re- 
turned unsatisfied in whole or in part; 


(b) the corporation has commenced liquidation or 
dissolution proceedings or has been dissolved and 
a claim for the amount of the corporation’s liabil- 
ity referred to in that subsection has been proved 
within six months after the earlier of the date of 
commencement of the proceedings and the date 
of dissolution; or 


(c) the corporation has made an assignment or a 
receiving order has been made against it under 
the Bankruptcy and Insolvency Act and a claim 
for the amount of the corporation’s liability re- 
ferred to in that subsection has been proved 
within six months after the date of the assignment 
or receiving order. 

History: Para. 227.1(2)(c) amended by 1992, c. 27, para. 90(1)(q), 


to substitute “Bankruptcy and Insolvency Act” for “Bankruptcy 
Act”, deemed to have come into force November 30, 1992. 


Pre-RSC History: Para: 227.1(2)(a) amended to substitute “under 
section 223” for “under subsection 223(2)” by 1988, c. 55, s. 172, 
applicable with respect to certificates registered under s. 223 after 
November 12,1981. 


Selected Cases [subsec. 227.1(2)]: Kyte v. Canada, [1997] 2 
C.T.C. 15 (FCA) (Correct amount in certificate merely directory, 
not.mandatory); Kyte v. Canada, [1996] 1.C.T:C. 151.(FCTD) (Er- 
ror in directory provision of the Act does not invalidate assessment). 


(3) Idem —A director is not liable for a failure 
under subsection (1) where the director exercised the 
degree of care, diligence and skill to prevent the fail- 
ure that a reasonably prudent person would have ex- 
ercised in comparable circumstances. 


Selected Cases [subsec. 227.1(3)]: Sanford v. Canada, [1996] 


S. 228 


1 C.T.C. 2016 (TCC) (“Minimal” director exercised sufficient due 
diligence); Edwards v. MNR, [1995] 1 C.T.C. 2373 (TCC) (Due dil- 
igence required is to prevent failure to, make remittances, not to cure 
default after the fact); Hadad v. Canada, [1994] 2 C.T.C. 2214 
(TCC) (Failure to be prescient about fall in price of crude oil not 
equated to lack of care, diligence and skill). 


(4) Limitation period — No action or proceedings 


_ to recover any amount payable by a director ofa cor- 


poration under subsection (1) shall be commenced 
more than two years after the director last ceased to 
be a director of that corporation. 


(5) Amount recoverable — Where execution re- 
ferred to in paragraph (2)(a) has issued, the amount 
recoverable from a director is the amount remaining 
unsatisfied after execution. 


(6) Preference — Where a director pays an. amount 


in. respect of a corporation’s liability referred. to in 
subsection (1) that is proved in liquidation, dissolu- 


tion or bankruptcy proceedings, the director is enti- 
tled to any preference that Her Majesty in right of 
Canada would have been entitled to had that amount 
not been so paid and, where a certificate that relates 
to that amount has been registered, the director is en- 
titled to an assignment of the certificate to the extent 


_ of the director’s payment, which assignment the 


Minister is hereby empowered to make. 


(7) Contribution — A director who has satisfied a 
claim under this section is entitled to contribution 
from the other directors who were liable for the 
claim. 


Related Provisions [s. 227.1]: 227(10) — Assessment; 236 — 
Execution of documents by corporations; 242 — Officers and direc- 
tors guilty of corporation’s offences. 


Pre-RSC History [s. 227.1]: S. 227.1 enacted by 1980-81-82-83, 
c.'140, s. 124, applicable with respect to amounts required to be 
deducted and remitted, or withheld and; remitted, after November 
12, 1981. 


Selected Cases [s. 227.1]: Kalef v. Canada, [1996] 2 C.T.C. 1 
(FCA) (Appointment of trustee does cause director to cease to hold 
office); Page v. Canada, [1996] 1 C.T.C. 2697 (TCC) (Minister or- 
dered to produce records, but not tax returns, relating to decision not 
to assess other directors); Wollitzer v. Canada, [1995] 1. C.T.C. 
2996 (TCC) (Minister failed to prove that proof of claim was filed 
in bankruptcy proceedings; claim against director dismissed); 
Lindthaler (M.G.) v. MNR, [1992] 2 C.T.C. 2570 (TCC) (Assess- 
ment setting out only one global amount of liability under four stat- 
utes invalid); Corazza (F.) v. MNR, [1992] 2 C.T.C. 2023 (TCC) 
(Assessment setting out only one global amount of liability under 
four statutes invalid); Re Norris,.[1989] 2 C.T.C. 185 (Ont. CA) 


_ (Notice of assessment sufficient documentation to file proof of 


claim under Bankruptcy Act); MNR v. Reaume, [1989] 1 C.T.C. 267 
(FCA) (Assessment “in respect of lability under section 227.1 of 
the Income Tax Act” does’ not include liabilities under other 
statutes). 


Definitions [s. 227.1]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Minister” — 248(1). 


Information Circulars [s. 227.1]: 89-2R: Director’s liability — 
s. 227.1 of the Income Tax Act and subsection 323 of the Excise Tax 
Act. 


228. Applying payments under collection 
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agreements — Where a payment is made to the 
Minister on account of tax under this Act, an Act of 
a province that imposes a tax similar to the tax im- 
posed under this Act, or any two or more such Acts, 
such part of that payment as is applied by. the Minis- 
ter in accordance with the provisions of a collection 
agreement entered into under Part III of the Federal- 
Provincial Fiscal Arrangements Act against the tax 
payable by a taxpayer for a taxation year under this 
Act discharges the liability of the taxpayer for that 
tax only to the extent of the part of the payment so 
applied, notwithstanding that the taxpayer directed 
that the payment be applied in a manner other than 
that provided in the collection agreement or made no 
direction as to its application. 


Related Provisions: 154 — Tax transfer payments. 


History: S. 228 amended by 1995, c. 17, subsec. 45(2), to substi- 
tute “Federal-Provincial Fiscal Arrangements Act’ for “Federal- 
Provincial Fiscal Arrangements and Federal Post-Secondary Edu- 
cation and Health Contributions Act’, in force April 1, 1996. - 


Pre-RSC History: S. 228 amended by 1985, c. 45, s. 118, to 
substitute “Federal-Provincial Fiscal Arrangements and: Federal 
Post-Secondary Education and Health Contributions Act, 1977” for 
“Federal-Proyincial Fiscal Arrangements Act’. 

Definitions: “Minister” — 248(1); 
payer” — 248(1). 


229. [Repealed] 


History: S. 229 repealed by R.S.C. 1985, c. 1 (Sth Supp.), s. 229.1, 
applicable as of a day to be fixed ee ae ie S. 229 formerly 
read: 


229. Receipt of taxes by banks —A chartered bank in 
Canada shall receive for deposit, without any charge for dis- 
count or commission, any cheque made ‘payable: to the Re- 
ceiver General in payment of tax, interest or penalty imposed 
by this Act, whether drawn on the bank receiving the cheque 
or on any other chartered bank in Canada. 


“Receiver General” substituted for “Receiver General of hae 
by 1980-81-82-83, c. 48, s. 115. 


229.1 (1) Section 229 is repealed. 


(2) Subsection (1) shall come into force ona day to 
be fixed by proclamation. 


Origin of : S. 229.1 enacted by R.S.C. 1985, c. 1 (Sth Supp.). 
(Formerly contained in §.C. 1986, c. 6, s. 119.) 


General 


230. (1) Records and books — Every person car- 
rying on business and every person who is required, 
by or pursuant to this Act, to pay or collect taxes or 
other amounts shall keep records and books of ac- 
count (including an annual inventory kept in’ pre- 
scribed manner) at the person’s place of business or 
residence in Canada or at such other place as may be 
designated by the Minister, in such form and.con- 
taining such information as will enable the taxes 
payable under this Act or the taxes or other amounts 
that should have been deducted, withheld or col- 
lected to be determined. 


“taxation year” — 249; “tax- 


Income Tax Act 


Related Provisions: 150.1(4) — Record of return filed electroni- 
cally; 230(4.1) — Requirement to keep. electronic «records; 
238(1) — Offences. « 

Regulations: 1800 (prescribed manner of keeping inventory). 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates; 78-10R2 and Special 


, Release: Books and records retention/destruction. 


(1.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 230(1.1) repealed by 1986, c. 6, s. 120, 
applicable to the requirement to retain books and records for taxa- 
tion years ending after 1986. Subsec. 230(1.1) formerly read: 
(1.1) Idem — Every person who administers an indexed se- 
curity investment plan under which a taxpayer is a participant 
shall keep records and books of account at his place of busi- 
ness in Canada or at such other place as may be designated by 
the Minister, in such form and containing such information as 
will enable the Minister to verify the amount of any taxable 
‘capital gain or allowable capital loss of the taxpayer from the 
plan. 


Subsec. 230(1.1) added by 1984, c. 1, s. 101, applicable after Sep- 
tember 30, 1983. 


(2) Idem — Every registered. charity and registered 
Canadian amateur athletic association shall keep 
records and books of account at an address in Can- 
ada recorded with the Minister or designated by the 
Minister containing — 

(a). information in such form as will enable the 
Minister to determine whether there are any 
grounds for the revocation of its Tegistration 
under this Act; 


(b) a duplicate of each receipt containing pre- 
scribed information for a donation SANs by it; 
and 


(c) other information in such form as will enable 
the Minister to verify the donations to it for 
which a deduction or tax credit is available under 
this Act. 


Related Provisions: 168(1)(e) — Notice of intention to revoke 

registration. 

History: Subsec. 230(2) substituted by 1994, c. 21, s. 105, applica- 

ble. after December 21, 1992. That subsec. formerly read: 
(2) Idem, charities, etc. — Every registered charity and reg- 
istered Canadian amateur athletic association shall keep 
records and books of account (including a duplicate of each 
receipt containing prescribed information for a donation re- 
ceived by it) at an address in Canada recorded with the Minis- 
ter or designated by the Minister in such form and containing 
such information. as will enable the donations to it that are 
deductible under this Act to be verified. 


Pre-RSC History: “Registered charity” substituted for “registered 
Canadian charitable organization” by 1976-77, c. 4,:s. 87. and 
Schedule II, applicable to, 1977 et seq. 


Regulations: 216 (information return); 3502 (prescribed informa- 
tion for receipts). ° 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(2.1) Idem, lawyers — For greater certainty, the 
records and books of account required by subsection 
(1) to be kept by’a person carrying on business as a 
lawyer (within the meaning ‘assigned by subsection 
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232(1)) whether by means of a partnership or other- 
wise, include all accounting records of the lawyer, 
including supporting vouchers and cheques. 

Selected Cases [subsec. 230(2.1)]: Heath y. Canada, [1990] 2 


C.T.C. 28 (B.C. SC) (Solicitor’s trust account ledger was on “ac- 
counting record of a lawyer” subject to Crown’s inspection). 


(3) Minister’s requirement to keep records, 
etc. — Where a person has failed: to: keep adequate 
records and books of account for the purposes of this 
Act, the Minister may require the person, to. keep 
such records and books of account as the Minister 
may specify and that person shall thereafter keep 
records and books of account as so required. 


Related Provisions: 230.1(3) — Application to political party’s 
or candidate’s records. 


Selected Cases [subsec. 230(3)]: Canada v. McKinlay Trans- 
port Ltd., [1990] 2 C.T.C. 103 (SCC) (Crown’s demand under pro- 
vision amounted to seizure within section 8 of the Charter, but not 
an unreasonable one; such demand can be contested:on,ground that 
Minister engaged in fishing expedition). 


(4) Limitation period for keeping records, 
etc. — Every person required by this section to keep 
records and books of account shall retain 


(a) the records and books of account referred to 
in this section in respect of which a period is ’pre- 
scribed, together with every account and voucher 
necessary to verify the information contained 
therein, for such period as is prescribed; and 


(b) all other records and books of account re- 
ferred to in this section, together with every ac- 
count and voucher necessary to verify the infor- 
mation contained therein, until the expiration of 
six years from the end of the last taxation year to 
which the records and books of account relate. 
Related Provisions: 150.1(4) — Record of return filed electroni- 
cally; 168(1)(e) — Notice of intention to revoke registration; 
230(4.1) — Requirement to keep electronic records; 230.1(3) = 
Application to political party’s or candidate’s records; 238(1) — 
Offences. 
Pre-RSC History: Subsec. 230(4) substituted by 1980-81-82-83, 
c. 102, subsec. 5(1), in force September 20, 1982. Subsec. 230(4) 
formerly read: 


(4) Every person required by this section to keep records and 
books of account shall, until written permission for their dis- 
posal is obtained from the Minister, retain every such record 
or book of account and every account or voucher necessary to 
verify the information in any such record or books of account. 


Regulations: 5800 (required retention periods). 


Information Circulars: 78-10R2 and Special Release: Books and 
records retention/destruction; 80-10R: Registered charities — oper- 
ating a registered charity. 


Forms: T1137: Request for destruction of books and records; 
T2213: Receipt for borrowed books, records and documents. 


(5) Exception — Where, in respect of any taxation 
year, a person referred to in subsection (1) has not 
filed a return with the Minister as and when required 
by section 150, that person shall retain every record 
and book of account that is required by this section 


_to be kept and that relates. to that taxation year, to- 
gether with every account and voucher necessary to 


verify the information contained therein, until the ex- 
piration of six years from the day the return for that 
taxation year is filed. 


Pre-RSC History: Subsec. 230(5) added by 1980-81-82-83, c. 
102, subsec. 5(1), applicable from September 20, 1982. 


(6) Exception where objection or appeal — 
Where a person required by this section to keep 
records and books of account serves a notice of ob- 
jection or where that. person is. a party to an appeal to 
the. Tax Court of Canada under this, Act, that. person 
shall retain every record, book of account,, account 
and voucher necessary for dealing with the objection 
or appeal until, in the case of the serving of a notice 
of objection, the time provided by section 169 to ap- 
peal has elapsed or, in the case of an appeal, until the 
appeal is disposed of and any further appeal.in re- 
spect thereof is disposed of or the time for filing any 
such further appeal has expired. 

Pre-RSC History: Subsec. 230(6) amended by 1988, c. 61, s. 24, 
to substitute “Tax Court.of Canada” for,““Tax Court of Canada or 
the Federal Court of Canada”, “section 169” for “sections 169 and 
172”, and “further appeal in respect thereof” for “‘further’ appeal 
therefrom”, in force January 1, 1991. 


Subsec. 230(6) amended by 1985, c. 45, s. 119, applicable on and 
after July 18, 1983, to substitute “Tax Court of Canada” for “Tax 
Review Board”. 


Subsec. 230(6) added by 1980- 81-82-83, -c. 102, eens 5D, appli- 
cable from September 20, 1982. 


Information Circulars; 78-10R2 and Special Releaaa Books and 
records retention/destruction. 


(7) Exception where demand by Minister — 
Where the Minister is of the opinion that it is neces- 
sary for the administration of this Act, the Minister 
may, by registered letter or by a demand served per- 
sonally, require any person required by this section 
to keep records and books of account to retain those 
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records and books of account, together with every 
account and voucher necessary to verify the informa- 
tion contained therein, for such period as is specified 
in the letter or demand. 


Related Provisions: 244(5), (6) — Proof of service by mail or 
personal service; 248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 230(7) added by 1980-81-82-83, c. 
102, subsec. 5(1), applicable from September 20, 1982. 


Information Circulars: 78-10R2 and Special Release: Books and 
records retention/destruction. 


(8) Permission for earlier disposal — A person 
required by this section to keep records and books of 
account may dispose of the records and books of ac- 
count referred to in this section, together with every 
account and voucher necessary to verify the informa- 
tion contained therein, before the expiration of the 
period in respect of which those records and books 
of account are required to be kept if written permis- 
sion for their disposal is given by the Minister. 
Related Provisions: 168(1)(e) — Notice of intention to revoke 
registration; 230.1(3) — Application to political party’s or candi- 
date’s records; 238(1) — Offences. 


Pre-RSC History: Subsec. 230(8) added by 1980-81-82-83, c. 
102, subsec. 5(1), applicable from September 20, 1982. 


Forms: 1137: Request for destruction of books and records. 


Definitions [s. 230]: “allowable capital loss” — 38(b), 248(1); 
“amount”, “business” — 248(1); “Canada” 255; “inventory”, 
“Minister”, “person”, “prescribed” — 248(1); “record” — 150.1(4); 
“registered Canadian amateur athletic association’, “registered char- 
ity” — 248(1); “taxable capital gain” — 38(a), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 


230.1 (1) Records and books re political con- 
tributions — Every registered agent of a registered 
party and the official agent of each candidate at an 
election of a member or members to serve in the 
House of Commons of Canada shall keep records 
and books of account sufficient to enable the 
amounts contributed that are received by the agent 
and expenditures that are made by the agent to be 
verified (including duplicates of all receipts for 
amounts contributed, containing prescribed informa- 
tion and signed by the agent) at 


(a) in the case of a registered agent, the agent’s 
address recorded in the registry maintained by the 
Chief Electoral Officer pursuant to subsection 
33(1) of the Canada Elections Act; and 


(b) in the case of an official agent, an address in 
Canada recorded with or designated by the 
Minister. 
Related Provisions: 127(3)-(4.2) — Credit for political contri- 
butions; 168(1)(e)— Revocation of registration; 238(1) — 
Offences. 
History: That portion of subsec. 230.1(1) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 133(1), ap- 
plicable to 1992 et seq. That portion formerly read: 
(1) Books and records relating to political contribu- 
tions — Every registered agent of a registered party and the 
official agent of each candidate at an election of a member or 
members to serve in the House of Commons of Canada shall 


Income Tax Act 


keep records and books of account sufficient to enable the 
amounts contributed received by the agent and expenditures 
made by the agent to be verified (including duplicates of all 
receipts for amounts contributed, signed by the registered 
agent or official agent, as the case may be, other than any 
such duplicate receipts filed by the agent under subsection 
(2)) at 


Regulations: 2000, 2002 (contents of receipts). 


Information Circulars: 75-2R4: Contributions to a registered po- 
litical party or to a candidate at a federal election. 


(2) Return of information — Each person to 
whom subsection (1) applies shall, 


(a) in the case of a registered agent, at such times, 
not more frequently than annually, as are pre- 
scribed by the Minister, and 


(b) in the case of an official agent, within the 
time within which a return is required to be sub- 
mitted by the agent to a returning officer under 
section 228 of the Canada Elections Act, 


file with the Minister a return of information in pre- 
scribed form and containing prescribed information. 
Related Provisions: 168(1)(e) — Revocation of registration; 
230.1(4) — Reports to chief electoral officer; 238(1) — Offences. 
History: That portion of subsec. 230.1(2) after para. (a) amended 
by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 133(2), applicable to 
1992 et seg. That portion formerly read: 
(b) in the case of an official agent, within the time within 
which a return is required to be submitted by the agent to 
a returning officer pursuant to section 228 of the Canada 
Elections Act, 
file with the Minister a return of information, in prescribed 
form and containing prescribed information, together with the 
duplicates of all receipts referred to in that subsection signed 
by that person since the later of the day any previous such 
information return was filed by that person and August 1, 
1974. 
Regulations: 2001 (time for filing return). 


Information Circulars: 75-2R4: Contributions to a registered po- 
litical party or to a candidate at a federal election. 


Forms: T2092: Contributions to a registered party — information 
return; T2093: Contributions to a candidate at an election — infor- 
mation return. 


(3) Application of subsecs. 230(3) to (8) — 
Subsections 230(3) to (8) apply, with such modifica- 
tions as the circumstances require, in respect of the 
records and books of account required by subsection 
(1) to be kept and in respect of the persons thereby 
required to keep them. 


Regulations: 5800(2) (retention period for records and books of 
account). 


Information Circulars: 78-10R2 and Special Release: Books and 
records retention/destruction. 


(4) [Repealed] 


History: Subsec. 230.1(4) repealed by 1994, c. 21, s. 106, applica- 
ble June 15, 1994. That subsec. formerly read: 


(4) Reports to chief electoral officer — Notwithstanding 
section 241, the Minister shall, as soon as is reasonably possi- 
ble after each election and at such other time as is appropriate 
having regard to the time of receipt by the Minister of returns 
of information under subsection (2), forward to the Chief 
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Electoral Officer a report that is based on all such returns of 
information as have been received by the Minister since the 
most recent such report and that sets out the total of amounts 
contributed to each registered party! and the total of amounts 
contributed to each candidate at an election of a member or 
members to serve in the House of Commons of Canada since 
the most recent such report, and, on receipt thereof by the 
Chief Electoral Officer, the report is a public record and may 
be inspected by any person on request during normal business 
hours. 


Subsec. 230.1(4) amended by 1994,.c. 7, Sch. VIII (1993, c. 24), 
subsec. 133(3), applicable to 1992 et seg. Subsec. (4) formerly read: 


(4) Reports to Chief Electoral Officer — The Minister 
shall, notwithstanding section 241, as soon as is reasonably 
possible after each election and at such other time as is appro- 
priate having regard to the time of receipt by the Minister of 
returns of information under subsection (2), forward. to the 
Chief Electoral Officer a report based on all such returns of 
information and duplicate receipts as have been received by 
the Minister since the most recent such report, setting out the 
total of amounts contributed to each registered party and the 
total of amounts contributed to each candidate at an election 
of a‘member or members to serve in the House of Commons 
of Canada since the most recent such report, and, on receipt 
thereof by the Chief Electoral Officer, the report is a public 
record and may be inspected by any person on request during 
normal business: hours. 


(5) [Repealed] 


History: Subsec. 230.1(5) repealed by 1994, c. 21, s. 106, applica- 
ble June 15, 1994. That subsec. formerly read: 


(5) No report to enable identification of contributor — No 
report under subsection (4) shall contain information: that 
would enable any person to identify a person by whom a-con- 
tribution to. a registered party or candidate was made. 


(6) Definitions — In this section, the terms “‘candi- 
date”, “official agent’, “registered agent” and “regis- 
tered party” have the meanings assigned to them by 


section 2 of the Canada Elections Act. 


(7) Definition of “amount contributed” — In 
this section, “amount contributed” by a taxpayer has 
the meaning assigned by subsection 127(4.1). 


Origin of subsec. 230.1(7): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsecs. 127(4.1)). 


Pre-RSC History [s. 230.1]: Subsec. 230.1(3) ‘substituted by 
1980-81-82-83,.c. 102, subsec. 5(2), in force 90 days after June 22, 
1982. Subsec. 230.1(3) formerly read: 


(3) Application of subsections 230(3) and (4) — Subsec- 
tions 230(3) and (4) apply in respect of the records and books 
of account required by subsection (1) to be kept and in re- 
spect of the persons thereby required to keep them. 


Subsecs. 230:1(1), (4), (6) substituted by 1974-75-76, c. 71, s. 12, 
applicable after June 23, 1975, to add “amounts contributed” in sub- 
sec. 230.1(4) and “candidate” in subsec. 230.1(6). Subséc. 230.1(1) 
formerly read: 


230.1 (1) Every registered agent of a registered party and the 
official agent of each candidate at an election of a member or 
members to serve in the House of Commons of Canada shall 
keep records and books of account (including duplicates of all 
receipts for contributions to the registered party or candidate, 
as the case may be, signed by him, other than any such dupli- 
cate receipts filed by him under subsection (2),) at 


(a) in the case of a registered agent, his address recorded 
in the registry maintained by the Chief Electoral Officer 


S. 231.1(1) 


pursuant to subsection 13.1(1) of the Canada Elections 
Act; and 


(b) in the case of an official agent, an address in Canada 
recorded with or designated by the Minister, 


in such form and containing such information as will enable 
the contributions to the registered party or candidate made 
through him to be verified. 


S. 230.1 added by 1973-74, c. 51, s. 20, in force August 1, 1974. 
Canada Elections Act, s. 2: See note to subsec. 127(4). 


Definitions [s. 230.1]: “amount contributed” — 127(4.1), 
230.1(7); “candidate” — 230.1(6); “Minister” — 248(1); “official 
agent” — 230.1(6); “person”, “prescribed” — 248(1); “registered 
agent”, “registered party” — 230.1(6). 


231. Definitions — In sections 231.1 to 231.6, 


“authorized person’? means a person authorized by 
the Minister for the purposes. of sections 231.1 to 
23.10% 


“documents” includes money, ‘securities and any of 
the following, whether computerized or not: books, 
records, letters, telegrams, vouchers, invoices, ac- 
counts and statements (financial or otherwise); 


““dwelling-house” means the whole or any part of a 
building or structure that is kept or occupied as a 
permanent or temporary residence and includes 


(a) a building within the curtilage of a dwelling- 
house that is connected to it by a doorway or by a 
covered and enclosed passageway, and 


(b) a unit that is designed to be mobile and to be 
used as a permanent or temporary residence and 
that is being used as such a residence; 


“Sudge”” means a judge of a superior court having 
jurisdiction in the province where the matter arises 
or a judge of the Federal Court. 


Related Provisions: 66(12.72) — Application of sections 231 to 
231.3. 

Pre-RSC History [s. 231]: That portion of s. 231 preceding the 
definition “authorized person” amended to substitute “231.6” for 
S234.5" cby 1988, 01 55, sald3: 

Selected Cases [s. 231]: Stasiv, Mitton and Smith v. Canada, 
[1984] 1 C.T.C. 171 (Ont. SC)-(“‘Judge” does not include a judge of 
the Ontario Supreme Court appointed pursuant to the Courts of Jus- 
tice Act (Ontario)). 

Definitions [s. 231]: “Minister”, “person” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “record” — 248(1) “superior 
court” — Interpretation Act 35(1). 


231.1 (1) [Audits,] Inspections — An authorized 
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person may, at all reasonable times, for any purpose 
related to the administration or enforcement of this 
Act, 


(a) inspect, audit or examine the books and 
records of a taxpayer and any document of the 
taxpayer or of any other person that relates or 
may relate to the information that is or should be 
in the books or records of the taxpayer or to any 
amount payable by the taxpayer under this Act, 
and 


(b) examine property in an inventory of a tax- 
payer and any property or process of, or matter 
relating to, the taxpayer or any other person, an 
examination of which may assist the authorized 
person in determining the accuracy of the inven- 
tory of the taxpayer or in ascertaining the infor- 
mation that is or should be in the books or 
records of the taxpayer or any amount payable by 
the taxpayer under this Act, 


and for those purposes the authorized person may 


(c) subject to subsection (2), enter into any prem- 
ises or place where any business is carried on, 
any property is kept, anything is done in connec- 
tion with any business or any books or records 
are or should be kept, and 


(d) require the owner or manager of the property 
or business and any other person on the premises 
or place to give the authorized person all reasona- 
ble assistance and to answer all proper questions 
relating to the administration or enforcement of 
this Act and, for that purpose, require the owner 
or manager to attend at the premises or place with 
the authorized person. 


Proposed Admin t 
AL 
Federal titer” Suppiem 
1996: pag Dees Reverie 
initiatives 
An important pan a ae . h 
ryone pays their fair share of taxe 
ada continues to take meas r 
compliance. The budget proposes to oii 
nue Canada’s Liab teem shiv te corpot 


about $150. million sone ra 
$106 million. . jj 


Selected Cases [subsec. 231.1(1)]: Lipsey v. MNR, [1984] 
C.T.C. 208 (FCTD) (Minister enjoined from authorizing investiga- 
tion under provision subsequent to previous order on appeal quash- 
ing authorization to conduct search and seizure). 


(2) Prior authorization — Where any premises or 
place referred to in paragraph (1)(c) is a dwelling- 
house, an authorized person may not enter that 
dwelling-house without the consent of the occupant 
except under the authority of a warrant under subsec- 
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tion (3). 


(3) Application — Where, on ex parte application 
by the Minister, a judge is satisfied by information 
on oath that 


(a) there are reasonable grounds to believe that a 
dwelling-house is a premises or place referred to 
in paragraph (1)(c), 

(b) entry into the dwelling-house is necessary for 
any purpose relating to the administration or en- 
forcement of this Act, and 


(c) entry into the dwelling-house has been, or 
there are reasonable grounds to believe that entry 
will be, refused, 


the judge may issue a warrant authorizing an author- 
ized person to enter the dwelling-house subject to 
such conditions as are specified in the warrant but, 
where the judge is not satisfied that entry into the 
dwelling-house is necessary for any purpose relating 
to the administration or enforcement of this Act, the 
judge may 
(d) order the occupant of the dwelling-house to 
provide to an authorized person reasonable access 
to any document or property that is or should be 
kept in the dwelling-house, and 


(e) make such other order as is appropriate in the 
circumstances to carry out the purposes of this 
Act, 


to the extent that access was or may be expected to 
be refused and that the document or property is or 
may be expected to be kept in the dwelling-house. 


History: Subsec, 231.1(3) substituted by 1994, c. 21, s. 107, appli- 
cable June 15, 1994, That subsec. formerly read: 


(3) Application — Where, on ex parte application by the 
Minister, a judge is satisfied by information on oath 


(a) that there are reasonable grounds to believe that a 
dwelling-house is a premises or place referred to in para- 
graph (1)(c), 


(b) that entry into the dwelling-house is necessary for any 
purpose relating to the administration or enforcement of 
this Act, and 


(c) that entry into the dwelling-house has been refused or 
that there are reasonable grounds to believe that entry 
thereto will be refused, 


the judge shall issue a warrant authorizing an authorized per- 
son to enter that dwelling-house subject to such conditions as 
may be specified in the warrant but, where the judge is not 
satisfied that entry into that dwelling-house is necessary for 
any purpose relating to the administration or enforcement of 
this Act, the judge shall 


(d) order the occupant of the dwelling-house to provide 
reasonable access to an authorized person to any docu- 
ment or property that is or should be kept therein, and 


(e) make such other order as is appropriate in the circum- 
stances to carry out the purposes of this Act 
to the extent that access has been or may be expected to be 
refused and that the document or property is or may be ex- 
pected to be kept in the dwelling-house. 


Related Provisions [s. 231.1]: 66(12.72) — Application of sec- 
tions 231 to 231.3 to audits of flow-through shares; 168(1)(e) — 
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Revocation of registration; 230 — Requirement to keep books and 
records; 231.5(2) — Compliance; 237.1(8) — Application to tax 
disclosure rules; 232(3.1) — Examination of documents where priv- 
ilege claimed; 238(1) — Offences. 


Selected Cases [s. 231.1]: Baron v. Canada, [1991] 1 C.T.C. 
125 (FCA); aff'd [1993] 1 C.T.C. 111 (SCC) (Provision held to be 
of no force and effect because absence of judicial discretion in sub- 
section 231.3(3) violated the Charter). 


Definitions [s. 231.1]: “amount” — 248(1); “authorized person”, 
“documents”, “dwelling-house” — 231; “inventory” — 248(1); 
“judge” — 231; “Minister”, “property”, “taxpayer” — 248(1). 

Information Circulars [s. 231.1]: 71-14R3: The tax audit; 94-4: 
International transfer pricing — advance pricing agreements (APA). 


Forms [s. 231.1]: T3024: Inspection, audit and examination 
provisions. 


231.2 (1) Requirement to provide documents 
or information — Notwithstanding any other pro- 
vision of this Act, the Minister may, subject to sub- 
section (2), for any purpose related to the administra- 
tion or enforcement of this Act, by notice served 
personally or by registered or certified mail, require 
that any person provide, within such reasonable time 
as is stipulated in the notice, 


(a) any information or additional information, in- 
cluding a return of income or a supplementary re- 
turn; or 


(b) any document. 


Related Provisions: 231.1(1)(b) — Examination of inventory; 
231.5(1) — Copy of taxpayer’s document may be used in court pro- 
ceedings; 231.5(2) — Compliance; 232(3.1) — Examination of 
documents where privilege claimed; 244(5), (6) — Proof of service 
by mail or personal service; 244(9) — Copy of taxpayer’s document 
may be used in court proceedings; 248(7)(a) — Mail deemed re- 
ceived on day mailed. See also Related provisions and Definitions 
at end of 231.2. 


Selected Cases [subsec. 231.2(1)]: Interprovincial Pipe Line 
Inc. v. MNR, [1995] E.T.C. 2147; 95 DTC 5642 (Provision of privi- 
leged documents to auditors for purposes of statutory audit was lim- 
ited waiver and did not affect privilege of documents); Aulakh v. 
Canada, [1995] 2.C.T.C. 526 (Alta. Prov. Ct.) (Crown has choice of 
proceeding under section 150 or by way of prosecution); Montreal 
Aluminum Processing Inc. v. Canada, [1992] 2 C.T.C. 358 (FCA) 
(Order to strike claim opposing legally suspect requirement upheld); 
Morena vy. MNR, [1991] 1 C.T.C. 78 (FCTD); appealed to FCA 
(Noy. 12, 1990), File A-986-90 (Requirement to provide informa- 
tion that may disclose private transactions involving persons not 
under investigation held valid); Tyler v. MNR, [1991] 1 C.T.C. 13 
(FCA) (Minister prohibited from communicating information ob- 
tained under provision to RCMP during period in which drug traf- 
ficking charges remained outstanding); The Queen v. Gill, [1990] 2 
C.T.C. 318 (B.C. Co Ct) (Requirements to provide information is- 
sued after company dissolved and struck from Register of Compa- 
nies had no effect even where company subsequently restored to 
Register under subsection 286(2) of the Company Act (B.C.)); 
Skalbania N.M., Ltd. v. Canada, [1989] 2 C.T.C. 183 (B.C. Co Ct) 
(Provision applies only to demands to facilitate ongoing investiga- 
tion; appeal from conviction under provision for failure to file re- 
turns allowed where demand should have been made under another 
provision); Tyler v. MNR, [1989] 1 C.T.C. 153 (FCTD); rev’d 
[1991] 1 C.T.C. 13 (FCA) (Minister may require production of in- 
formation under provision during criminal proceedings against tax- 
payer); The Queen v. Rosenberg et al., [1987] 1 C.T.C. 385 (Ont. 
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SC) (Demand under provision required only where taxpayer with- 
holds consent to inspect documents). 


Forms: T375: Requirement to provide information and documents. 


(2) Unnamed persons — The Minister shall not 
impose on any person (in this section referred to as a 
“third party”) a requirement under subsection (1) to 
provide information or any document relating to one 
or more unnamed persons unless the Minister first 
obtains the authorization of a judge under subsection 
(3). 

Selected Cases [subsec. 231.2(2)]: Chilton Insurance Consul- 
tation Inc. v. Canada, [1996] 2 C.T.C. 185 (Sask. Ct. QB) (Com- 


pany struck off provincial Register still liable to file tax returns; di- 
rector personally liable to penalty). 


(3) Judicial authorization — On ex parte appli- 
cation by the Minister, a judge may, subject to such 
conditions as the judge considers appropriate, au- 
thorize the Minister to impose on a third party a re- 
quirement under subsection (1) relating to an un- 
named person or more than one unnamed person (in 
this section referred to as the “group”) where the 
judge is satisfied by information on oath that 


(a) the person or group is ascertainable; and 


(b) the requirement is made to verify compliance 
by the person or persons in the group with any 
duty or obligation under this Act. 


(c) [Repealed] 
(d) [Repealed] 


History: Paras. 231.2(3)(c) and (d) repealed by 1996, c. 21, subsec. 
58(1), applicable June 20, 1996. Paras. (c) and (d) formerly read: 


(c) it is reasonable to expect, based on any grounds, including 
information (statistical or otherwise) or past experience relat- 
ing to the group or any other persons, that the person or any 
person in the group may have failed or may be likely to fail to 
provide information that is sought pursuant to the require- 
ment or to otherwise comply with this Act;-and 


(d) the information or document is not otherwise more readily 
available. 


(4) Service of authorization — Where an author- 
ization is granted under subsection (3), it shall be 
served together with the notice referred to in subsec- 
tion (1). 


(5) Review of authorization — Where an author- 
ization is granted under subsection (3), a third party 
on whom a notice is served under subsection (1) 
may, within 15 days after the service of the notice, 
apply to the judge who granted the authorization or, 
where the judge is unable to act, to another judge of 
the same court for a review of the authorization. 


(6) Powers on review — On hearing an applica- 
tion under subsection (5), a judge may cancel the au- 
thorization previously granted if the judge is not then 
satisfied that the conditions in paragraphs (3)(a) and 
(b) have been met and the judge may confirm or vary 
the authorization if the judge is satisfied that those 
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conditions have been met. 


History: Subsec. 231.2(6) amended by 1996, c. 21, subsec. 58(2), 
applicable June 20, 1996: Subsec. (6) formerly: read: 


(6) Powers on review — On hearing an application under 
subsection (5), a judge may cancel the authorization previ- 
ously granted if the judge is not then-satisfied that the condi- 
tions in paragraphs (3)(a) to:(d) have been met and the judge 
may confirm or:vary the authorization if the judge is satisfied 
that those conditions have, been, met. 


(7) [Repealed under former Act] 


Pre-RSC History: Subsec. 231.2(7) repealed by 1988, Go SIA5. 
174. Subsec. 231.2(7) formerly -réad: 


(7) Additional remedy — Where a person is Fourid guilty of 

an offence under subsection 238(2) for failing to comply with 

a requirement under subsection (1), the court may make such 

order as it deems proper in order to enforce compliance. with 
‘the requirement. 


Related Provisions [s. 231.2]: 66(12.72) — Application of sec- 
tions 2317 to 231.3 re flow-through shares; 168(1)(e) — Revocation 
of registration; 232(2) — Solicitor-client’ privilege defence; 
232(3:1) — Examination of documents ‘whete privilege claimed; 
237:1(8) — Application to.tax shelter disclosure rules; 238(1)— 
Offences. 


Selected Cases [s. 231.2]: Canadian Forest Products Ltd. vy. 
MNR, [1996] 3 C.T.C. 240 (FCTD) (Requirement regarding uniden- 
tified taxpayers required judicial approval); Radke v. MNR, [1996] 3 
C.T,C, 86 (BCSC) (Documents not privileged where prima. facie 
case of fraud established); Sand Exploration Ltd. et al No. 2 v. 
MNR, (1995] 2 C:T.C. 140 (FCTD) (No fishing expedition when 
requirements of provision met where Minister-seeking names of un- 
named taxpayers from third party); Sand Exploration Ltd. et al No. 
I v. MNR, [1995] 2 C.T.C. 137 (FCTD) (Taxpayer must lead evi- 
dence of apprehended harm if orders to be suspended); Andison v. 
MNR, [1995] 1 C.T.C. 203 (FCTD) (Judicial authorization must be 
obtained before demand for information can be enforced with re- 
spect to unnamed persons). 


Definitions [s. 231.2]: “documents”, “judge” — 231; “Minister”, 
“person” — 248(1); “third party” — 231.2(2).): 
Information Circulars [s. 231.2]: 73-10R3: Tax evasion. 


231.3 (1) Search warrant — A judge may, on ex 
parte application by the Minister, issue a warrant in 
writing authorizing any person named therein to 
enter and search any building, receptacle or place for 
any document or thing that may afford evidence as 
to the commission of an offence under this Act and 
to seize the document or thing and, as soon as practi- 
cable, bring it before, or-make a report in respectoof 
it to, the judge or, where the judge is unable to act, 
another judge of the same court to be dealt with by 
the judge in accordance with this section. 

Selected Cases [Subsec. 231.3(1)]: Solvent Petroleum Extrac- 
tion Inc. v. MNR, [1989] 2 C.T.C. 177 (FCA); leave to appeal to 
SCC refused (1989), 105 NR 159 (note); application for reconsider- 
ation refused (July 9, 1992), Doc. 21556. (Once conditions of provi- 
sion met, judge must issue a warrant; in course of executing war- 
rant, officer may seize anything officer considers evidence of 
commission of crime);:Clayton.F. K:, Group*Ltd. et al. v2 MNR\et 
al,, [1988] 1 C.T.C. 353. (FCA) (Factors in. considering constitu- 
tional validity of seizure and enabling provision); Hellenic Import- 
Export Co. Ltd. et al. v. MNR et al.,. [1987] 1 C.T.C. 281 (B.C. SC) 
(Warrants to search business premises and personal tesidence under 
provision quashed where Minister previously had documents in 
question with taxpayer’s consent). 
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Information Circulars: 73-10R3: Tax evasion. 


(2) Evidence in support of application — An 
application under subsection (1) shall be supported 
by information on oath establishing the facts on 
which the application is based. 

Selected Cases [subsec. 231.3(2)]: Donovan v. Canada, 


[1994] 2 C.T.C. 426 (NBQB) (Misleading and incorrect statement 
in information led to quashing of search warrants). 


(3) Evidence — A judge may issue the warrant re- 
ferred to in subsection (1) where the judge is satis- 
fied that there are reasonable grounds to believe that 


(a) an offence under this Act was committed; 


(b) a document or thing that may afford evidence 
of the commission of the offence is likely to be 
found; and 


(c) the building, receptacle or place specified in 
the application is likely to contain such a docu- 
ment or thing. 


History: Subsec. 231.3(3) substituted by 1994, c. 21, s. 108, appli- 
cable June 15, 1994. That subsec. formerly read: 


(3) Evidence — A judge shall issue the warrant referred to in 
subsection (1) where the judge is satisfied that there are rea- 
sonable grounds to believe that 


(a) an offence under ‘this Act has been committed; 


(b) a document or thing that may afford evidence of the 
commission of the offence is likely to be found; and 


(c) the building, receptacle or place specified in the appli- 
cation is likely to contain such a document or thing. 


Selected Cases [subsec. 231.3(3)]: The Queen v. Precision 
Mechanics Ltd. et al., [1986] 2 C.T.C. 240 (Que. SC) (Evidence in 
support of application obtained in manner infringing upon tax- 
payer’s Charter rights inadmissible); Thyssen Canada Ltd. v. The 
Queen, [1984] C.T.C. 64 (FCTD) (Audit with taxpayer’s consent 
did not constitute formal search and seizure within scope of 
Charter). 


(4) Contents of warrant — A. warrant issued 
under subsection (1) shall refer to the offence for 
which it is issued, identify the building, receptacle or 
place to be searched and the person alleged to have 
committed the offence and it shall be reasonably spe- 
cific as to any document or thing to be searched for 
and seized. 


(5) Seizure of document — Any person who exe- 
cutes a warrant under subsection (1) may seize, in 
addition to the document or thing referred to in that 
subsection, any other document or thing that the per- 
son believes on reasonable grounds affords evidence 
of the commission of an offence under this Act and 
shall as soon as practicable bring the document or 
thing before, or make a report in respect thereof to, 
the judge who issued the warrant or, where the judge 
is unable to act, another judge of the same court. to 
be dealt with by the judge in accordance with this 
section. 

Related Provisions; 231.5(1)— Copy of document seized may 
be used in court proceedings; 231.5(2) — Compliance; 244(9) — 
Copy of document seized may be used in court proceedings. 


information Circulars: 73-10R3: Tax evasion. 
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(6) Retention of things seized — Subject to sub- 
section (7), where any document or thing seized 
under subsection (1) or (5) is brought before a judge 
or a report in respect thereof is made to a judge, the 
judge shall, unless the Minister waives retention, or- 
der that it be retained by the Minister, who shall take 
reasonable care to ensure that it is preserved until the 
conclusion of any investigation into the offence in 
relation to which the document or thing was seized 
or until it is required to be produced for the purposes 
of a criminal proceeding. 

Selected Cases [subsec. 231.3(6)]: Kohli y. Moase, [1989] 1 
C.T.C. 492 (N.B. CA) (Where documents seized under section 
231.3, taxpayer’s civil actions against individual tax officials and 


police dismissed; proper remedy was pursuant to subsections (6) 
and (7)). 


(7) Return of things seized — Where any docu- | 


ment or thing seized under subsection (1) or (5) is 
brought before a judge or a report in respect thereof 
is made to a judge, the judge may, of the judge’s 
own motion or on summary application by a person 
with an interest in the document or thing on three 
clear days notice of application to the Deputy Attor- 
ney General of Canada, order that the document or 
thing be returned to the person from whom it was 
seized or the person who is otherwise legally entitled 
thereto if the judge is satisfied that the document or 
thing | 


(a) will not be. required for an investigation or a 
criminal proceeding; or 


(b) was not seized: in accordance with the warrant 
or this section. 


Related Provisions: Interpretation ‘Act 27(1) — Meaning: of 
“clear days”. 

Selected Cases [subsec. 231.3(7)]: Kohli v. Moase, [1989] 1 
C.T.C. 492. (N/B..CA) (Where documents seized under section 
231.3, taxpayer’s civil actions against individual tax officials and 


police dismissed; proper remedy. was pursuant to subsections ,(6) 
and (7)). 


(8) Access and copies — The person from whom 
any document or thing is seized pursuant to this sec- 
tion is entitled, at all reasonable times and subject to 
such reasonable conditions as may be imposed by 
the Minister, to inspect the document or thing and to 
obtain one copy of the document at the expense of 
the Minister. 


Information Circulars [subsec. 231.3(8)]: 73-10R3: Tax 
evasion. 


Related Provisions [s. 231.3]: 66(12.72) — Application of sec- 
tions 231 to 231.3; 168(1)(e) — Revocation of registration; 
232(3)— Seizure of certain documents where privilege claimed; 
237.1(8) — Application ‘to: tax shelter disclosure rules; 238(1) — 
Offences. 


Selected Cases [s. 231.3]: O'Neill Motors Ltd. v. Canada, 
[1996] 1 C.T.C. 2714 (TCC) (Assessment based on fundamental ba- 
sis of evidence acquired by illegal search and seizure cannot stand); 
Canada (Attorney General) v. Sander, {1996} 1 C.T.C..74 (BCCA) 
(Taxpayer granted access to legal opinions of Department of Justice 
in criminal matter); Del Zotto v. Canada, [1995] 2 C.T.C. 298 
(FCTD) (Court must be satisfied as to real purpose of inquiry before 
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lifting stay. of proceedings); Kourtessis (C.). v. MNR, [1993] 1 
C.T.C. 301 (SCC) (Provision contravened section 8 of the Charter); 
Baron (B.) v. Canada, {1993} 1 C.T.C..111 (SCC) (Provision con- 
travened section 8 of the Charter; now reversed by amendment to 
legislation); Knox Contracting v. Canada, [1990] 2 C.T.C. 262 
(SCC) (Without provision for an appeal in federal legislation, deci- 
sion to issue search warrant is without recourse because provision is 
criminal in nature and provincial rules of civil procedure 
inapplicable). 

Definitions [s. 231.3]: “clear days” — Interpretation Act 27(1); 
“documents”, “judge” — 231; “Minister”, “person” — 248(1); 
“writing” — Interpretation Act 35(1). 


231.4 (1) Inquiry — The Minister may, for any pur- 
pose related to the administration or enforcement of 
this Act, authorize any person, whether or not the 
person is an officer of the Department of National 
Revenue, to make such inquiry as the person may 
deem necessary with reference to anything relating 
to the administration or enforcement of this Act. 


Related Provisions: 231.5(2)— Compliance. See also Related 
provisions and Definitions at end of 231.4. 


(2) Appointment of hearing officer — Where 
the Minister, pursuant to subsection (1), authorizes a 
person to make an inquiry, the Minister shall forth- 
with apply to the Tax Court of Canada for an order 
appointing a hearing officer before whom the inquiry 
will be. held. 


(3) Powers of hearing officer — For the pur- 
poses of an inquiry authorized under subsection (1), 
a hearing officer appointed under subsection (2) in 
relation thereto has all the powers conferred on a 
commissioner by sections 4 and 5 of the Inquiries 
Act and that may be conferred on a commissioner 
under section 11 thereof. 


Inquiries Act: Ss. 4, 5 of the Inquiries. Act, R.S., c. 1-13, provide: 


4. The commissioners have the power of summoning before 
them any. witnesses, and of requiring them to 
(a) give evidence, orally or in writing, and on oath or, if 
they are persons entitled to affirm in civil matters on sol- 
emn affirmation; and 


(b) produce such documents and things as the commis- 
sioners deem requisite to the full investigation of the mat- 
ters. into which they are appointed to examine. 


5. The commissioners have;the same power to enforce the at- 
tendance of witnesses and to compel them to give evidence as. 
is vested in any court of record in civil cases. 


Selected Cases [subsec. 231.4(3)]: 462657 Ontario Ltd. v. 
MNR, [1989] 2 C.T.C. 218 (FCTD); appealed to FCA (Oct. 2, 
1989), File A-452-89 (Hearing officer’s subpoena did not constitute 
a search and seizure). 


(4) When powers to be exercised — A hearing 
officer appointed under subsection (2) in relation to 
an inquiry shall exercise the powers conferred on a 
commissioner by section 4 of the Inquiries Act in re- 
lation to such persons as the person authorized to 
make the inquiry considers appropriate for the con- 
duct thereof but the hearing officer shall not exercise 
the power to punish any person unless, on applica- 
tion by the hearing officer, a judge of a superior or 
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county court certifies that the power may be exer- 
cised in the matter disclosed in the application and 
the applicant has given to the person in respect of 
whom the applicant proposes to exercise the power 
24 hours notice of the hearing of the application or 
such shorter notice as the judge considers 
reasonable. 


(5) Rights of witness at inquiry — Any person 
who gives evidence in an inquiry authorized under 
subsection (1) is entitled to be represented by coun- 
sel and, on request made by the person to the Minis- 
ter, to receive a transcript of the evidence given by 
the person. 


(6) Rights of person whose affairs are inves- 
tigated — Any person whose affairs are investi- 
gated in the course of an inquiry authorized under 
subsection (1) is entitled to be present and to be rep- 
resented by counsel throughout the inquiry unless 
the hearing officer appointed under subsection (2) in 
relation to the inquiry, on application by the Minister 
or a person giving evidence, orders otherwise in rela- 
tion to the whole or any part of the inquiry on the 
ground that the presence of the person and the per- 
son’s counsel, or either of them, would be prejudicial 
to the effective conduct of the inquiry. 


Related Provisions [s. 231.4]: 168(1)(e) — Revocation of re- 
gistration; 238(1) — Offences. 


Selected Cases [s. 231.4]: Del Zotto v. Canada, [1995] 2 C.T.C. 
298 (FCTD) (Court must be satisfied as to real purpose of inquiry 
before lifting stay of proceedings): 

Definitions [s. 231.4]: “judge” — 231; “Minister”, “person” — 
248(1). 

Information Circulars [s. 231.4]: 73-10R3: Tax evasion. 


231.5 (1) Copies — Where any document is seized, 
inspected, examined or provided under sections 
231.1 to 231.4, the person by whom it is seized, in- 
spected or examined or to whom it is provided or 
any officer of the Department of National Revenue 
may make, or cause to be made, one or more copies 
thereof and any document purporting to be certified 
by the Minister or an authorized person to be a copy 
made pursuant to this section is evidence of the na- 
ture and content of the original document and has the 
same probative force as the original document would 
have if it had been proven in the ordinary way. 
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Related Provisions: 244(9) — Copy of taxpayer’s document 
may be used in court proceedings. 


Selected Cases [subsec. 231.5(1)]: Canada v. Betterest Vinyl 
Manufacturing Ltd., [1990] 2 C.T.C. 292 (B.C. CA) (Copies are ad- 
missible where there is evidence to support their accuracy; if so, 
Minister need not show that originals are unavailable). 


(2) Compliance — No person shall hinder, molest 
or interfere with any person doing anything that the 
person is authorized by or pursuant to subsection (1) 
or sections 231.1 to 231.4 to do or prevent or attempt 
to prevent any person doing any such thing and, not- 
withstanding any other Act or law, every person 
shall, unless the person is unable to do so, do every- 
thing the person is required to do by or pursuant to 
subsection (1) or sections 231.1 to 231.4. 


Related Provisions [subsec. 231.5(2)]: 168(1)(e) — Revoca- 
tion of registration; 238(1) — Offences. 


Definitions [s. 231.5]: “authorized person’, “documents” — 231; 
“Minister”, “person” — 248(1). 


Information Circulars [s. 231.5]: 73-10R3: Tax evasion. 


Forms [s. 231.5]: T3024: Inspection, audit and examination 
provisions. 


Pre-RSC History [ss. 231 to 231.5]: Ss. 231 to 231.5 substi- 
tuted for former s. 231 by 1986, c. 6, s. 121. S. 231 formerly read: 


231. (1) Investigations — Any person thereunto authorized 
by the Minister, for any purpose related to the administration 
or enforcement of this Act, may, at all reasonable times, enter 
into any premises or place where any business is carried on or 
any property is kept or anything is done in connection with 
any business or any books or records are or should be kept, 
and 


(a) audit or examine the books and records and any ac- 
count, voucher, letter, telegram or other document which 
relates or may relate to the information that is or should 
be in the books or records or the amount of tax payable 
under this Act, 


(b) examine property described by an inventory or any 
property, process or matter an examination of which 
may, in his opinion, assist him in determining the accu- 
racy of an inventory or in ascertaining the information 
that is or should be in the books or records or the amount 
of any tax payable under this Act, 


(c) require the owner or manager of the property or busi- 
ness and any other person on the: premises or place to 
give him all reasonable assistance with his audit or exam- 
ination and to answer all proper questions relating to the 
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audit or examination either orally or,-if he so requires, in 
writing, on oath or by statutory declaration. and, for that 
purpose, require the owner or manager to attend at the 
premises or place with him, and 


(d) if, during the course of an audit or examination, it ap- 
pears to him that there has been a violation of this Act or 
a regulation, seize and take away any of the documents, 
books, records, papers or things that may be required as 
evidence as to the violation of any provision of this Act 
or a regulation. 


(2) Return of documents, books, ‘etc. — The Minister 
shall, 


(a) within 120 days from the date of seizure of any docu- 
ments, books, records, papers or things pursuant to para- 
graph (1)(d), or 


(b) if within that time an application is made under. this 
subsection that is, after the expiration of that time, re- 
jected, then forthwith upon the disposition of the 
application, 


return the documents, books, records, papers or things-to the 
person from whom they were seized unless a judge of a supe- 
rior court or county court, on application made by or on be- 
half of the Minister, supported by evidence on oath establish- 
ing that the Minister has reasonable and probable grounds to 
believe that there has'been.a violation of this Act or a regula- 
tion and that the seized documents, books, records, papers or 
things are or may be required as evidence in relation thereto, 
orders that they be retained by the Minister until they are pro- 
duced in any court proceedings, which order the judge is 
hereby empowered to give on ex parte application. 


(3) Idem — The Minister may, for any purposes related to 
the administration or enforcement of this Act, by registered 
letter or by a demand served personally, require from any 
person 


(a) any information or additional information, including a 
return of income or a supplementary return, or 


(b) production, or production on oath, of any books, let- 
ters, accounts, invoices, statements (financial or other- 
wise) or other documents, 


within such reasonable time as may be stipulated therein. 


(4) Search — Where the Minister has reasonable and proba- 
ble grounds to believe that a violation of this Act or a regula- 
tion has been committed or is likely to be committed, he may, 
with the approval of a judge of a superior or county court, 
which approval the judge is hereby empowered to give on ex 
parte application, authorize in writing any officer of the De- 
partment of National Revenue, together with such members 
of the Royal Canadian Mounted Police or other peace officers 
as he calls on to assist him and such other persons as may be 
named therein, to enter and search, if necessary by force, any 
building, receptacle or place for documents, books, records, 
papers or things that may afford evidence as to the violation 
of any provision of this Act or a regulation and to seize and 
take away any such documents, books, records, papers or 
things and retain them until they are produced in any court 
proceedings. 


(5) Evidence in support of application — An application to 
a judge under subsection (4) shall be supported by evidence 
on oath establishing the facts upon which the application is 
based. 


(6) Access and copies — The person from whom any, docu- 
ments, books, records, papers or things are seized pursuant to 
paragraph (1)(d) or subsection (4) is, at all reasonable times 
and subject to such reasonable conditions as may be deter- 
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mined by the Minister, entitled to, inspect the seized docu- 
ments, books, records, papers or things and to obtain copies 
thereof at his own expense. 


(7) Inquiry — The Minister may, for any purpose related to 
the administration or enforcement of this Act, authorize any 
person, whether or not he is an officer of the Department of 
National Revenue, to make such inquiry as he may deem nec- 
essary with reference to anything relating to the administra- 
tion or enforcement of this Act. 


(8) Appointment of hearing officer — Where the Minister, 


pursuant to subsection (7), authorizes a person to make an in- 
quiry, the Minister shall forthwith apply to the Tax Court of 
Canada for an order appointing a hearing officer before 
whom the inquiry will be held: 


(9) Copies — Where any book, record or other document has 
been. seized, examined or produced under this section, the 
person by whom it is seized or examined or to whom it is 
produced or any officer of the Department of National Reve- 
nue’ may make, or cause to be made, one or more copies 
thereof and a document purporting to be certified by the Min- 
ister or a person thereunto authorized by the Minister to-be a 
copy made pursuant to this section is admissible in evidence 
and has the same probative force.as the original document 
would have if it had been proven in the ordinary way. 


(10) Compliance — No person shall hinder or’molest or in- 
terfere with any person doing anything that he is authorized 
by or pursuant to this section to, do or prevent or attempt to 
prevent any person doing any such thing and, notwithstanding 
any other law to the contrary, every person shall, unless he is 
unable to do so, do everything he is required by or pursuant to 
this section to do. 


(11) Administration-of oaths — Every person thereunto au- 
thorized by the Minister may administer or receive an oath, 
affirmation or statutory declaration required to be given by or 
pursuant to this section. 


(12) Powers of hearing officer — For the purposes of an in- 
quiry authorized under subsection (7), a hearing officer ap- 
pointed under subsection (8) in relation thereto has all the 
powers conferred on a commissioner by sections 4 and 5 of 
the Jnquiries Act and that may be conferred on a commis- 
sioner under section 11 thereof. 


(13) When powers: to be exercised — A hearing officer 
appointed under subsection (8) in relation to an inquiry shall 
exercise the powers conferred on a commissioner by section 4 
of the Inquiries Act in relation to such persons as the person 
authorized to make the inquiry considers appropriate for the 
conduct thereof; but the hearing officer shall not exercise the 
power to punish any person unless, on application by the 
hearing officer, a judge of a superior or county court certifies 
that such power may be exercised in the matter disclosed in 
the application and the applicant has given to the person in 
respect of whom he. proposes to exercise such power 24 
hours’ notice of the hearing of the application or such shorter 
notice as the judge deems reasonable. 


(14) Rights of witness at inquiry — Any person who gives 
evidence in an inquiry authorized under subsection (7) is enti- 
tled to be represented by counsel and, upon request made by 
him to the Minister, to receive a transcript of the evidence 
given by him. 


(15) Rights of person whose affairs are investigated — 
Any person whose affairs are investigated in the course of an 
inquiry authorized under subsection (7) is entitled to be pre- 
sent and to be represented by counsel throughout the inquiry 
unless the hearing officer appointed under subsection (8) in 
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relation to the inquiry, on application by the Minister or a 
person giving evidence, orders otherwise in relation to the 
whole or any part of the inquiry on the ground that the pres- 
ence of the person and his counsel, or either of them, would 
be prejudicial to the effective conduct of the inquiry. 


“Tax Court of Canada” substituted for “Tax Review Board” in sub- 
sec. 231(8) by 1980-81-82-83, c. 158, s. 58, applicable from July 
18, 1983. 


231.6 (1) Definition of “foreign-based 
information or document” — For the purposes 
of this section, “foreign-based information or docu- 
ment” means any information or document that is 
available or located outside Canada and may be rele- 
vant to the administration or enforcement of this Act. 


(2) Requirement to provide foreign-based in- 
formation — Notwithstanding any other provision 
of this Act, the Minister may, by notice served per- 
sonally or by registered or certified mail, require that 
a person resident in Canada or a non-resident person 
carrying on business in Canada provide any foreign- 
based information or document. 


Related Provisions: 244(5) — Proof of service by mail; 
248(7)(a) — Mail deemed received on day mailed. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(3) Notice — The notice referred to in subsection 
(2) shall set out 


(a) a reasonable period of time of not less than 90 
days for the production of the information or 
document; 


(b) a description of the information or document 
being sought; and 

(c) the consequences under subsection (8) to the 
person of the failure to provide the information or 
documents being sought within the period of time 
set out in the notice. 


(4) Review of foreign information require- 
ment — The person on whom a notice of a require- 
ment is served under subsection (2) may, within 90 
days after the service of the notice, apply to a judge 
for a review of the requirement. 


(5) Powers on review — On hearing an applica- 
tion under subsection (4) in respect of a requirement, 
a judge may 

(a) confirm the requirement; 


(b) vary the requirement as the judge considers 
appropriate in the circumstances; or 


(c) set aside the requirement if the judge is satis- 
fied that the requirement is unreasonable. 


(6) Idem — For the purposes of paragraph (5)(c), 
the requirement to provide the information or docu- 
ment shall not be considered to be unreasonable be- 
cause the information or document is under the con- 
trol of or available to a non-resident person that is 
not controlled by the person served with the notice 


Income Tax Act 


of the requirement under subsection (2) if that person 
is related to the non-resident person. 

Selected Cases [subsec. 231.6(6)]: Re Hertel et al., [1987] | 
C.T.C. 15 (B.C. SC) (So as not to interfere with independence of 
judiciary, “shall” interpreted as permissive); Smith v. MNR, 82 DTC 
6198 (N.B. CA) (Once judge decides that requirements of provision 
are satisfied, only an indefinite order may be granted). 


(7) Time during consideration not to count — 
The period of time between the day on which an ap- 
plication for review of a requirement is made pursu- 
ant to subsection (4) and the day on which the re- 
view is decided shall not be counted in the 
computation of 


(a) the period of time set out in the notice of the 
requirement; and 


(b) the period of time within which an assessment 
may be made pursuant to subsection 152(4). 


(8) Consequence of failure — If a person fails to 
comply substantially with a notice served under sub- 
section (2) and if the notice is not set aside by a 
judge pursuant to subsection (5), any court having 
jurisdiction in a civil proceeding relating to the ad- 
ministration or enforcement of this Act shall, on mo- 
tion of the Minister, prohibit the introduction by that 
person of any foreign-based information or docu- 
ment covered by that notice. 


Related Provisions: 143.2(13), (14) — Effect of information 
outside Canada on tax shelter investments. 


Pre-RSC History [s. 231.6]: S. 231.6 enacted by 1988, c. 55, s. 


175, 

Definitions [s. 231.6]: “Canada” — 255; “carrying on busi- 
ness” — 253; “documents”, “judge” — 231; “Minister”, “non-resi- 
dent”, “person” — 248(1); “related” — 251(2); “resident in Can- 
ada” — 250. 


232. (1) [Solicitor-client privilege] Defini- 
tions — In this section, 


“custodian” means a person in whose custody a 
package is placed pursuant to subsection (3); 


Related Provisions: 230(2.1) — Books and records. 


Pre-RSC History: The definition “custodian” was para. 
232(1)(b). 


“judge” means a judge of a superior court having 
jurisdiction in the province where the matter. arises 
or a judge of the Federal Court; 


Pre-RSC History: The definition “judge” was para. 232(1)(a). 


Selected Cases [subsec. 232(1)“judge’]: Stasiv Mitton & 
Smith v. Canada, [1989] 1 C.T.C. 171 (Ont. SC) (“Judge” does not 
include a judge of the Ontario Supreme Court appointed pursuant to 
the Courts of Justice Act); Herman et al. v. Dep. A.G. Can., [1978] 
C.T.C. 728 (SCC) (Judge’s order under provision made in capacity 
of judge, and not subject to review under section 28 of Federal 
Court Act). 


“Jawyer” means, in the province of Quebec, an ad- 
vocate or notary and, in any other province, a barris- 
ter or solicitor; 


Related Provisions: 248(1)“lawyer” — Definition applies to en- 
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tire Act. 
Pre-RSC History: The definition “lawyer” was para: 232(1)(c). 


“officer” means a person acting under the authority 
conferred by or under sections 231.1 to.231.5; 
Pre-RSC History: The definition “officer” was. para,.232(1)(d). 


Para. 232(1)(d) amended by-1986, c. 6, subséc. 122(1); to substitute 
“under the authority” for “under authority” and “sections 231.1 to 
231.5” for “section 231”. 


“solicitor-client privilege” means the right, if any, 
that.a person has in a superior court in the province 
where the matter arises to refuse to disclose an oral 
or documentary. communication on the ground that 
the communication is one passing between. the per- 
son and the person’s lawyer in professional. confi- 
dence, except that for the purposes of this section an 
accounting record of a lawyer,.including. any sup- 
porting voucher or cheque, shall be deemed not to be 
such a communication. | 

Pre-RSC History: The definition * ‘solicitor-client privilege” was 
para. 232(1)(e). 


Selected Cases [subsec. 232(1)solicitor- -client. privi- 
lege’’]: Heath v.. Canada, [1990] 2 C.T.C. 28. (B.C.SC),(Solicitor’s 
trust) account ledger was “accounting record, of.a lawyer” and. ex- 


cluded from solicitor-client privilege); MNR v. Lawrence, [1989],.1.. 


C.T.C.. 289 (FCTD).(Solicitor-client, privilege. is. lost. where prima 
facie case of fraud:established); Visser and MNR, [1989] 1 C.T.C. 
192 (P.E.I. SC) (Voluntary disclosure. by taxpayer of material part 
of communication implicitly waives privilege); Playfair Develop- 
ments Ltd. v.. Dep. MNR, {1985].1 C.T.C. 302 (Ont..SC).(Provision 
does not give judge jurisdiction to determine whether or not com- 
munications sought are relevant to Minister’s inquiry; “accounting 
record” interpreted); Brunner and Lay (Canada) Ltd. v. Dep. A.G: 


Can., [1984].C.T.C..534 (FCTD) (Interoffice: memoranda between, 
solicitors privileged); Kent Steel Products Ltd., v. The Queen;.16. 


DTC 6253 (Ont. SC) (Documents related to tax minimization, but 
not: tax fraud,: are privileged); Re.Goodman.& Carr. et.al., [1968] 
C.T.C. 484 (Ont. SC) (Documents privileged unless definite charge 
of fraud made; communications between. solicitor and accountant of 
taxpayer not privileged); Re Missiaen, [1967] C.T.C..579 (Alta.,.SC) 
(Communications, between solicitor and accountant not privileged). 


(2) Solicitor-client privilege defence — Where 
a lawyer is prosecuted for failure to comply with.a 
requirement under. section 231.2 with respect to in- 
formation or a document, the lawyer shall be acquit- 
ted if the lawyer establishes to the satisfaction of the 
court 


(a) that the lawyer, on reasonable. grounds, be- 
lieved that a client of the lawyer had a solicitor- 
client privilege in respect of ‘the information or 
document; and 
(b) that the lawyer communicated to the Minister, 
or some person duly authorized to act for the 
Minister, the lawyer’s refusal to comply with the 
requirement together with a claim that a named 
client of. the: lawyer hada solicitor-client  privi- 
lege in, respect. of the information or document. 
Pre-RSC History: Subsec. 232(2) amended by 1986, c.:6, subsec. 
122(2), to substitute, in that portion preceding para. (a);““under sec- 
tion 231.2 with respect to information or a document” for “under 


section 231 to give information or to produce a document”, and 
“had a solicitor-client privilege” for “has a solicitor-client privilege” 


(3.1) 


S. 232(3.1): 


in paras. (a) and (b). 


Selected Cases. [subsec. 230(2)}: Cineplex. Odiewn' fens Vv; 
Canada, [1994] 2.C€.T.C. 293 (Ont. Ct. (Gen. Div.)) (Inadvertent - 
disclosure without consent of client does not operate to waive privi- 
lege); Crown Zellerbach Canada Ltd. v. Dep. A.G. Can., {1982} 
C.T.C. 121 (B.C. SC). (Communications between taxpayer and its | 
president/counsel were privileged to extent made in latter’s capacity 
as se ae 


(3), Seizure: of aetialn er Papeete where 


privilege. claimed — Where, /pursuant to section 
231.3, an officer,is about to seize:a document in the 
possession of a lawyer and the lawyer claims,that a 


named client of the lawyer-has.a‘solicitor-client -priv- 
ilege in respect of that document, the: officer: shall, 


without inspecting, examining or “ei copies of 


the document, 


(a) seize the document a ee it, together with 
any other document in respect of which the law- 
yer at the same time makes: the same Claim: on:be- 
half of the same. client, in.a package and. suitably 
seal and identify the package; and 


(b) place the package in the. custody of the. sheriff 

of the district or county in which the seizure was 

made or, if the officer and the lawyer agree in 
_ Writing. on a person to act as custodian, in the 
| custody of that person. 


Pre-RSC History: Subsec. 232(3) amended by 1986, c. 6, subsec. 


| 129(2), to substitute “seizure” for “examination or seizure” in the 


heading, “where, pursuant to section’231.3/'an officer is ‘about to 
seize” for “where an officer*is abott’'to’ examine ‘or seize”; and 
“without inspecting, ©xamining, or” for “without:examining or” in 
that portion preceding pa (a), and “on” for “upon” pnd “that per- 


son” for “such person” in para. (b). 


Saaceg Cases [subsec. 232(3)]: 143471 Canada Inc., Quebec 

, [1995] J C.T.C. 27 (SCC) (impounded documents to be kept un- 
ti constitutionality of impunged sections of legislation determined. 
Protection of individuals preferred to convenience of Minister); Re 
Bowlen et al., [1971] C.T-C. 682.(B.C.;SC)..CNo privilege where 
prima facie case of.fraud established). 


Examination. __of certain dosuiments 


where privilege claimed — Where,. pursuant, to 
sections 231.1 and 231.2,,an officer is about. to: in- 
spect or examine a document in the possession of a 
lawyer,and the lawyer claims that.a named client, of 
the lawyer has.a.solicitor-client privilege in respect 
of that document, the officer shall not,inspect or ex- 
amine the document and the lawyer shall . 
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(a) place the document, together with any other 
document in respect of which the lawyer at the 
same time makes the same claim on behalf of the 
same client, in a package and suitably seal and 
identify the package or, if the officer and the law- 
yer agree, allow the pages of the document to be 
initialed and numbered or otherwise suitably 
identified; and 


(b) retain it and ensure that it is preserved until it 
is produced to a judge as required under this sec- 
tion and an order is issued under this section in 
respect of the document. 


Pre-RSC History: Subsec. 232(3.1) added by 1986, c. 6, subsec. 
122(2). 


(4) Application to judge — Where a document 
has been seized and placed in custody under subsec- 
tion (3) or is being retained under subsection (3.1), 
the client, or the lawyer on behalf of the client, may 


(a) within 14 days after the day the document was 
so placed in custody or commenced to be so re- 
tained apply, on three clear days notice of motion 
to the Deputy Attorney General of Canada, to a 
judge for an order 


(i) fixing a day, not later than 21 days after the 
date of the order, and place for the determina- 
tion of the question whether the client has a 
solicitor-client privilege in respect of the doc- 
ument, and 


(i1) requiring the production of the document 
to the judge at that time and place; 


(b) serve a copy of the order on the Deputy Attor- 
ney General of Canada and, where applicable, on 
the custodian within 6 days of the day on which it 
was made and, within the same time, pay to the 
custodian the estimated expenses of transporting 
the document to and from the place of hearing 
and of safeguarding it; and 


(c) if the client or lawyer has proceeded as au- 
thorized by paragraph (b), apply at the appointed 
time and place for an order determining the 
question. 


Related Provisions: Interpretation Act 27(1), (2) — Calculation 
of days and clear days. 


Pre-RSC History: Subsec. 232(4) substituted by 1986, c. 6, sub- 
sec. 122(2). Subsec. 232(4) formerly read: 


(4) Application to judge — Where a document has been 
seized and placed in custody under subsection (3), the client, 
or the lawyer on behalf of the client, may 


(a) within 14 days from the day the document was so 
placed in custody, apply, upon 3 days’ notice of motion 
to the Deputy Attorney General of Canada, to a judge for 


Income Tax Act 


an order 


(i) fixing a day (not later than 21 days after the date 
of the order) and place for the determination of the 
question whether the client has a solicitor-client priv- 
ilege in respect of the document, and 


(ii) requiring the custodian to produce the document 
to the judge at that time and place; 


(b) serve a copy of the order on the Deputy Attorney 
General of Canada and the custodian within 6 days of the 
day on which it was made, and, within the same time, 
pay to the custodian the estimated expenses of transport- 
ing the document to and from the place of hearing and of 
safeguarding it; and 


(c) if he has proceeded as authorized by paragraph (b), 
apply, at the appointed time and place, for an order deter- 
mining the question. 


Selected Cases [Subsec. 232(4)]: Radke v. MNR, [1996] 3 
C.T.C. 86 (BCSC) (Documents not privileged where prima facie 
case of fraud established); Leo Gray v. Canada, [1994] 2 C.T.C. 
409 (Ont. Ct. (Gen. Div.)) (Course of conduct by Department of 
Justice counsel operated as functional waiver of 14 day period); Sol- 
vent Petroleum Extraction Inc. v. MNR, [1990] 2 C.T.C. 291 
(FCTD) (Order to deliver documents under subsection 232(6) de- 
nied where provisions of subsection 232(4) not observed; judge has 
no jurisdiction to extend 14 day period in paragraph 232(4)(a)); 
Vespoli et al. v. The Queen, [1982] C.T.C. 418 (FCTD); rev’d in 
part [1984] C.T.C. 519 (FCA) (Judge has no jurisdiction under pro- 
vision to determine relevance of documents or reasonableness of 
seizure); Vespoli et al. v. The Queen, [1982] C.T.C. 365 (FCTD); 
rev'd on other grounds [1984] C.T.C. 519 (FCA) (Application made 
within delay where notice of motion filed within 14 days and return- 
able over one month after date of seizure, the earliest possible date 
after vacation); Cotroneo v. Dep. A.G. Can., [1982] C.T.C. 131 
(FCTD) (No privilege where prima facie case of fraud established); 
Cotroneo v. Dep. A.G. Can., [1982] C.T.C. 67 (FCTD); aff'd on 
reconsideration [1982] C.T.C. 131 (FCTD) (Prima facie case of 
fraud requires affidavit evidence on knowledge, not information and 
belief); Re Romeo’s Place Victoria Ltd. et al., [1981] C.T.C. 380 
(FCTD) (Crown not permitted to examine documents held to be ir- 
relevant); Edmonds v. Dep. A.G. Can., [1980] C.T.C. 192 (Que. SC) 
(Crown’s allegation of possible fraud was insufficient to dislodge 
privilege); Herman et al. v. Dep. A.G. Can., [1978] C.T.C. 728 
(SCC) (Federal Court of Appeal denied jurisdiction to hear an ap- 
peal from lower court determination of privilege); Easton y. A.G. 
Can., [1976] C.T.C. 290 (FCA) (Application to set aside order for 
delivery of seized documents to officials of Revenue Canada dis- 
missed where neither client nor solicitor applied, under provision, 
for order determining privilege). 


(5) Disposition of application — An application 
under paragraph (4)(c) shall be heard in camera, and 
on the application 


(a) the judge may, if the judge considers it neces- 
sary to determine the question, inspect the docu- 
ment and, if the judge does so, the judge shall en- 
sure that it is repackaged and resealed; and 


(b) the judge shall decide the matter summarily 
and, 


(i) if the judge is of the opinion that the client 
has a solicitor-client privilege in respect of the 
document, shall order the release of the docu- 
ment to the lawyer, and 


(ii) if the judge is of the opinion that the client 
does not have a solicitor-client privilege in re- 
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spect of the document, shall order 


(A). that the custodian deliver the docu- 
ment, to the officer or some other person 
designated by the Deputy Minister of Na- 


tional Revenue, in the case of a document. 


that was seized and placed in custody 
under subsection (3), or 


(B). that the lawyer make the. document 
available for inspection or examination by 
the officer or other person designated by 
the Deputy Minister of National Revenue, 
in the case of a document that was retained 
under subsection: (3.1), 


and the judge shall, at the same time, deliver 
concise reasons in which the judge shall iden- 


tify the document. without divulging the de- 


tails thereof. 


History: “Deputy Minister of National Revenue’. substituted for 
“Deputy Minister of National Revenue for Taxation” in subsec: 
232(5), by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


Pre-RSC History: Subsec. 232(5) substituted by 1986, c..6,' sub-= 
sec. 122(2), to amend all that portion from subpara. (b)(i) to the end, 
which portion formerly read: 


(i) if he is of opinion that the client has a solicitor-client 
privilege in respect of the document, shall order the cus- 
todian to deliver the document to the lawyer, and 


(ii) if he is of opinion that the client does not have a so- 
licitor-client privilege in respect of the document, shall 
order the custodian to deliver the document to the officer 
or some other person designated by the Deputy Minister 
of National Revenue for Taxation, 


and he shall, at the same time, deliver concise reasons: in 
which he shall describe the-nature of the document without 
divulging the details thereof. 


(6) Order to deliver or make available — 
Where a document has been seized and placed in 
custody under subsection (3) or where a document is 
being retained under subsection (3.1) and a judge, on 
the application of the Attorney General of Canada, is 
satisfied that neither the client nor the lawyer has 
made an application under paragraph (4)(a) or, hav- 
ing made that application, neither the client nor the 
lawyer has made an application under paragraph 
(4)(c), the judge shall order 


(a) that the custodian deliver the document to the 
officer or some other person designated by the 
Deputy Minister of National Revenue, in the case 
of a document that was seized and placed in cus- 
tody under subsection (3); or 


(b) that the lawyer make the document available 
for inspection or examination by the officer. or 
other person designated by the Deputy. Minister 
of National Revenue, in the case of a document 
that was retained under subsection (3.1). 


substituted for 
in subsec. 


History: “Deputy Minister of National Revenue” 
“Deputy Minister of National Revenue for Taxation” 


S. 232(10) 


232(6), by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


Pre-RSC History: Subsec. 232(6) substituted by 1986, c. 6, sub- 
sec. 122(2). Subsec. 232(6) formerly read: 


(6) Order to custodian to deliver — Where a document has 
been seized and placed in custody under subsection (3) and a 
judge, on the application of the Attorney General of Canada, 
is Satisfied that neither the client nor the lawyer has made an 
application under paragraph (4)(a), or, having made that ap- 

_ plication, neither the client nor the lawyer has made an appli- 
cation under paragraph (c) thereof, he shall order the custo- 
dian to deliver the document to the officer or some other 
person designated by the Deputy Minister of National Reve- 
nue for Taxation. 


(7) Delivery by custodian — The custodian shall 
(a) deliver the document to the lawyer 


(i) in accordance. with a consent executed by 
the officer or by or on behalf of the Deputy 
Attorney General of Canada or the Deputy 
Minister of National Revenue, or 


(ii) in accordance with an order of a judge 
under this section; or 


(b) deliver the document to the officer or some 
other person designated by the Deputy Minister 
of National Revenue 


(1) in accordance with a consent executed by 
the lawyer or the client, or 


(ii) in accordance with an order of a judge 
under this section. 
History: “Deputy Minister of National Revenue” substituted for 


“Deputy Minister of National Revenue for Taxation” in. subsec. 
232(7), by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


(8) Continuation by another judge — Where 
the judge to whom an application has been made 
under paragraph (4)(a) cannot for any reason act or 
continue to act in the application under paragraph 
(4)(c), the application under paragraph (4)(c) may be 
made to another judge. 


Pre-RSC History: Subsec. 232(8) substituted by 1985, c. 45, s. 
120. Subsec. 232(8) formerly read: 


(8) Applications to another judge — Where the judge to 
whom an application has been made under this section for 
any reason cannot act or continue to act under this section, 
subsequent applications under this section may be made to 
‘another judge. 


(9) Costs — No costs may be awarded on the dis- 
position of any application under this section. 


(10) Directions — Where any question arises as to 
ihe course to be followed in connection with any- 
thing done or being done under this, section, other 
than subsection (2), (3) or (3.1), and there is no di- 
rection in this section with respect thereto, a judge 
may give such direction with regard thereto as, in the 
judge’s opinion, is most likely to carry out the object 
of this section of allowing solicitor-client privilege 
for proper purposes. 

Pre-RSC History: Subsec. 232(10) amended by 1986, c. 6, sub- 
sec. 122(3), to add reference to subsection (3.1). 
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(11) Prohibition — The custodian shall not deliver 
a document to any person except in accordance with 
an order of a judge or a consent under this section or 
except to any officer or servant of the custodian for 
the purposes of safeguarding the document. 


(12) Idem — No officer shall inspect, examine or 
seize a document in the possession of a lawyer with- 
out giving the lawyer a reasonable opportunity of 
making a claim under this section. 


Pre-RSC History: Subsec. 232(12) amended by 1986, c. 6, sub- 
sec. 122(4), to substitute “shall inspect, examine” for “shall ex- 
amine” and “under this section” for “under subsection (3)”. 


(13) Authority to make copies — At any time 
while a document is in the custody of a custodian 
under this section, a judge may, on an ex parte appli- 
cation of the lawyer, authorize the lawyer to examine 
or make a copy of the document in the presence of 
the custodian or the judge by an order that shall con- 
tain such provisions as may be necessary to ensure 
that the document is repackaged and that the package 
is resealed without alteration or damage. 


(14) Waiver of claim of privilege — Where a 
lawyer has, for the purpose of subsection (2), (3) or 
(3.1), made a claim that a named client of the lawyer 
has a solicitor-client privilege in respect of informa- 
tion or a document, the lawyer shall at the same time 
communicate to the Minister or some person duly 
authorized to act for the Minister the address of the 
client last known to the lawyer so that the Minister 
may endeavour to advise the client of the claim of 
privilege that has been made on the client’s behalf 
and may thereby afford the client an opportunity, if it 
is practicable within the time limited by this section, 
of waiving the claim of privilege before the matter is 
to be decided by a judge or other tribunal. 


Pre-RSC History: Subsec. 232(14) amended by 1986, c. 6, sub- 
sec. 122(5), to add reference to subsection (3.1) and to substitute 
“the matter is to be decided” for “the matter comes on tobe 
decided”. 


(15) Compliance — No person shall hinder, molest 
or interfere with any person doing anything that that 
person is authorized to do by or pursuant to this sec- 
tion or prevent or attempt-to prevent any person do- 
ing any such thing and, notwithstanding any other 
Act or law, every person shall, unless the person is 
unable to do so, do everything the person is required 
to do by or pursuant to this section. 


Related Provisions: 238(1) — Offences. 


Pre-RSC History: Subsec. 232(15) added by 1986, c. 6, subsec. 
122(5). 


Definitions [s. 232]: “clear days” — Interpretation Act 27(1); 
“county” — Interpretation Act 35(1); “custodian”, “judge”, “law- 
yer” — 232(1); “Minister” — 248(1); “officer” — 232(1); “per- 
son” — 248(1); “servant” — 248(1) (under “employment”); “‘solici- 
tor-client privilege” — 232(1); “superior court”, “writing” — 
Interpretation Act 35(1). 


Information Circulars [s. 232]: 73-10R3: Tax evasion. 


Income Tax Act 


233. (1) Information return — Every person shall, 
on written demand from the Minister served person- 
ally or otherwise, whether or not the person has filed 
an information return as required by this Act or the 
regulations, file with the Minister, within such rea- 
sonable time as is stipulated in the demand, the in- 
formation return if it has not been filed or such infor- 
mation as is designated in the demand. 


(2) Partnerships — Every partnership shall, on 
written demand from the Minister served personally 
or otherwise on any member of the partnership, file 
with the Minister, within such reasonable time as is 
stipulated in the demand, an information return re- 
quired under section 233.3, 233.4 or 233.6. 


Related Provisions: 233(3)—Tiers. of 
244(20)(b) — Service of documents on partnerships. 


partnerships; 


(3) Application to members of partner- 
ships — For the purposes of this subsection and 
subsection (2), a person who is a member of a part- 
nership that is a member of another partnership is 
deemed to be a member of the other partnership. 
Related Provisions [s. 233]: 150(2)— Demands for returns; 
162 — Penalties; 244(5) — Proof of service by mail; 244(6) 
Proof of personal service; 248(7)(a) — Mail deemed received on 
day mailed. 


History: S. 233 amended by 1997, c. 25, s. 68, applicable to returns 
required to be filed on or before a day that is after April 29, 1998. S. 
233 formerly read: 


233. Information return — Every person shall, on written 
demand from the Minister served personally or otherwise, 
whether or not the person has filed an information return as 
required by this Act or a regulation, file with the Minister, 
within such reasonable time as is stipulated in the demand, 
such information as is designated therein. 


S. 233 amended by 1994, c. 7, Sch. VII (1993, c. 24), s. 134. S. 233 
formerly read: 


233. Every person shall, on demand from the Minister, served 
personally or by registered mail, and whether or not the per- 
son has filed an information return as required by a regulation 
made under paragraph 221(1)(d), file with the Minister, 
within such reasonable time as may be stipulated in the de- 
mand, such information as is designated therein. 

Pre-RSC History: S. 233 amended to substitute “such informa- 

tion” for “such prescribed information return” by 1988, c. 55, s. 

176. 


S. 233 substituted by 1979, c. 5, s. 65. S. 233 formerly read: 


233. Whether or not he has filed an information return as re- 
quired by a regulation made under paragraph 221(1)(d), every 
person shall, on demand by registered letter from the Minis- 
ter, file within such reasonable time as may be stipulated in 
the registered letter, with the Minister such prescribed infor- 
mation return as is designated in the letter. 


Definitions [s. 233]: “Minister” — 248(1); “person”, “regula- 
tion” — 248(1). 


Regulations: 200-233 (information returns). 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


233.1 Information return with respect to 
certain non-resident persons — Every corpora- 
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tion that, at any time in a taxation year, was resident 
in Canada or carried on business in Canada shall, in 
respect of each non-resident person with whom it 
was not dealing at arm’s length at any time in the 
year, file with the Minister, within 6 months from 
the end of the year, an annual information return for 
the year in prescribed form and containing pre- 
scribed information in respect of transactions with 
that person. 

Related Provisions: 69(2), (3) — Non-arm’s length transactions 
with non-residents; 152(4)(b)(ii1) — Reassessment period extended 
by 3 years re non-arm’s length transactions with non-residents; 
162(7), (10), (10.1) — Penalty for failure to file; 163(2.4)(a) — 
Penalty of $24,000 for false statement’ or omission; 233.2—233.7 — 
Foreign reporting requirements; Canada-U.S. Tax Treaty, Art. 
Ix — Adjustments on non-arm’s length transactions. 


Pre-RSC History: S. 233.1 enacted by 1988, c. 55, s. 176, appli- 
cable to taxation years ending after September 13, 1988. 

Definitions [s.. 233.1]: “arm’s length” — 251(1); “Canada” — 
255; “carrying on business” — 253; “corporation” — 248(1), Inter- 


bed 66 ” “ec 


pretation Act 35(1); “Minister”, “non-resident”, “person”, “pre- 
scribed” — 248(1). 

Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


Forms: T106: Corporate information return of non-arm’s length 
transactions with non-resident persons. 


233.2 (1) Definitions — The definitions in this 
subsection apply in this section. 


“exempt trust” means 


(a) a trust that is governed by a foreign retirement 
arrangement; 


(b) a trust that 


(i) is resident in a country under the laws of 
which an income tax is imposed, 


(11) is exempt under the laws referred to in 
subparagraph (i) from the payment of income 
tax to the government of that country, 


(i11). is established principally in connection 
with, or the principal purpose of which is to 
administer or provide benefits under, one or 
more superannuation, pension or retirement 
funds or plans or any funds or plans estab- 
lished to provide employee benefits, and 


(iv) is maintained primarily for the benefit of 
non-resident individuals; or 


(c) a trust 


(i) where the interest of each beneficiary 
under the trust is described by reference to 
units, and 


(ii) that complies with prescribed conditions. 


Related Provisions: 233.6(2)(a) — No reporting required on dis- 
tribution from certain exempt trusts. 


Regulations: None yet. The Department of Finance, Technical 
Notes indicate that the following conditions will be prescribed in 
Part XLVIII (i.e., new Reg. 4804): (a) there are at least 150 benefi- 
ciaries who are beneficiaries in respect of the same class of units of 
the trusts, and (b) 150 or more of those beneficiaries each hold at 


S. 233.2(1) spe 


least (i) one “block of units” of that class (as defined in Reg. 
4803(1)), and (ii) units of that class having a total fair market value 
of at least $500. 


“specified beneficiary” at any time under a trust 
means 


(a) any person beneficially interested in the trust 
who is not at that time 


(i) a mutual fund corporation, 


(ji) a  non-resident-owned 
corporation, 


investment 


(111) a person (other than a trust) all of whose 
taxable income for the person’s taxation year 
that includes that time is exempt from tax 
under Part I, 


(iv) a trust all of the taxable income of which 
for its taxation year that includes that time is 
exempt from tax under Part I, 


(v) a mutual fund trust, 


(vi) a trust described in any of paragraphs (a) 
to (e.1) of the definition “trust” in subsection 
108(1), 


(vii) a registered investment, 


(viii) a trust in which all persons beneficially 
interested are persons described in subpara- 
graphs (i) to (vii), , 

(ix) a particular person who is beneficially in- 
terested in the trust solely because the particu- 
lar person is beneficially interested in an ex- 
empt trust or a trust described in this 
subparagraph or any of subparagraphs (iv) to 
(vi), nor 

(x) a particular person who is beneficially in- 
terested in the trust only because of a right 
that is subject to a contingency, where at that 
time the identity of the particular person as a 
person beneficially interested in the trust is 
impossible to determine; or 


(b) any person described at that time in any of 
subparagraphs (a)(1) to (x) who 1s beneficially in- 
terested in the trust, where it is reasonable to con- 
sider that the person became beneficially inter- 
ested in the trust as part of a transaction or event 
or series of transactions or events one. of the pur- 
poses of which is to limit the reporting in respect 
of the trust that would, but for this paragraph, be 
required under subsection (4). 


Related Provisions: 248(25) — Extended meaning of “benefi- 
cially interested”. 


“specified foreign trust” at any time means a trust 
(other than an exempt trust) that is non-resident at 
that time where either 


(a) there is a specified beneficiary under the trust 
who at that time 


(i) is resident in Canada, 
(ii) is a corporation or trust with which a per- 
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son resident in Canada does not deal at arm’s 
length, or 


(11) 1s a controlled foreign affiliate of a person 
resident in Canada; or 


(b) at that time the terms of the trust 


(i) permit persons (other than persons de- 
scribed in any of subparagraphs (a)(i) to (viii) 
of the definition “specified beneficiary”’) to be 
added as beneficiaries under the trust after 
that time who are not beneficially interested in 
the trust at that time and who may be resident 
in. Canada at the time of being so added, or 


(ii) allow property to be distributed, directly 
or indirectly, to another trust that immediately 
after the receipt of the distribution can reason- 
ably be expected to be a specified foreign 
trust. 


Related Provisions: 248(25) — Extended meaning of “benefi- 
cially interested”. 


(2) Non-arm’s length indicators — For the pur- 
pose of this section, 


(a) a non-arm’s length indicator applies to a trust | 
at a particular time with respect to a transfer of 
property made at an earlier time to the trust or a 
corporation where 


(i) immediately after the earlier time the trans- 
feror was 


(A) a specified beneficiary under the trust, 


(B) a person related to a specified benefici- 
ary under the trust, 


(C) an uncle, aunt, nephew or niece of a 
specified beneficiary under the trust, or 


(D) a trust or corporation that had, directly 
or indirectly in any manner whatever, pre- 
viously acquired the transferred property 
from a person described in clause (A), (B) 
or (C), 
(ii) the fair market value at the earlier time of 
the transferred property. was greater’ than the 
amount, if any, by which 


(A) the total fair market value at the earlier 
time of the consideration, if any, given to 
the transferor for the transfer of property at 
the earlier time 


exceeds 


(B) the portion of the total. described in 
clause (A) that is attributable to the fair 
market value of an interest as a beneficiary 
in the trust or a share or debt issued by the 
corporation, 


(iii) the consideration received by the trans- 
feror in respect of the transfer included in- 
debtedness on which 


(A) interest was not charged in respect of a 
period that began before the particular 


1770 


time, 


(B) interest was charged in respect of a pe- 
riod that began before the particular time 
at a rate that was less than the lesser of 


(1) the prescribed rate that was in effect 
at the earlier time, and 


(ID) the rate that would, having regard 
to all the circumstances, have been 
agreed on at the earlier time between 
parties dealing with each other at arm’s 
length, 


(C) any interest that was payable at the end 
of any calendar year that ended at or 
before the particular time was unpaid on 
the day that is 180 days after the end of 
that calendar year, or 


(D) the amount of interest that was payable 
at the end of any calendar year that ended 
at or before the particular time was paid on 
or before the day that is 180 days after the 
end of that calendar year and it is estab- 
lished, by subsequent events or otherwise, 
that the payment was made as part of a se- 
ries of loans or other transactions and 
repayments, 


(iv) the property transferred was a share of the 
capital stock of a corporation or an interest in 
another trust and a specified beneficiary under 
the trust is related to the corporation or the 
other trust or would be so related if paragraph 
80(2)(j) applied for the purposes of this sub- 
paragraph, or 


(v) the transfer was made as part of a series of 
transactions or events one of the purposes of 
which was to avoid the application of this par- 
agraph; and 


(b) a non-arm’s length indicator applies to a trust 
at a particular time with respect to a loan made at 
an earlier time where 


(i) interest was not charged on the loan in re- 
spect of a period that began before the particu- 
lar time, 


(ii) interest was charged on the loan in respect 
of a period that began before the particular 
time at a rate that was less than the lesser of 


(A) the prescribed rate that was in effect at 
the earlier time, and 


(B) the rate that would, having regard to 
all the circumstances, have been agreed on 
at the earlier time between parties dealing 
with each other at arm’s length, 


(iii) any interest on the loan that was payable 
at the end of any calendar year that ended at 
or before the particular time was unpaid on 
the day that is 180 days after the end of that 
calendar year, 
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(iv) the amount of interest onthe loan ‘that 
was payable at:the end of any calendar: year 
that ended at or before the particular time was 
paid on or before the day that is 180 days after 
the end. of that calendar year and it is estab- 
lished, by subsequent events or otherwise, that 
the payment was made as part of a series of 
loans or other'transactions and repayments, or 


(v) the loan was made as part of a Series of 

‘ transactions or events one of the purposes of 

which was to‘ os the application of this 
paragraph. - 

Related Provisions: 233.2(3) — Property transferred ‘or lent by 


partnership; 248(10) — Series: of-transactions ‘or’ events;!252(2) — 
Extended meaning of “uncle”, “aunt”, “nephew” and “niece”. 


Regulations: Reg. 4301(c) (prescribed »rate- of. interest for 
DES: 2(2)(a)(1i1)(B) (1) and 233. 2(2)(b)Gi)(A)). 


(3) Partnerships — For the purpose. of ieee sec- 
tion, where property is transferred or lent at any time 
by. a, partnership,..the, property. is. deemed to, have 
been transferred.or lent,at that time by each of. the 
members, of the partnership: 


(4) Filing information on specified Abell AE 
trusts — Where — 


(a) at any time (in ‘this usetge id referred to as 
the “transfer time”) before the end of a trust’s 
taxation year (in this subsection referred to as the 
“trust’s year”), property was transferred or lent, 
either directly or indirectly in any manner 
whatever, by any person (in this subsection re- 
ferred to as the ‘“‘transferor’’) to 


(i) the trust, or 


(ii) a corporation that, at the transfer time, 
would have been a controlled foreign affiliate 
of the trust if the trust batt been resident in 
Canada, 


(b) the trust was a specified foreign trust at any 
time in the trust’s year, and 


(c) unless paragraph (b) of the definition ‘ ‘speci- 

fied foreign trust” in subsection (1) applies, a 
non-arm’s length indicator applied to the trust at 
the’ end of the trust’s year with respect to the 
transfer or loan, 


the following rules apply: 


(d) where the transferor is resident in Canada at 


the end. of the trust’s year, the transferor shall 
make an information return in respect of the 
trust’s year in prescribed form and file.it with the 
Minister on or before the transferor’s filing-due 
date for the transferor’s taxation year that in- 
cludes ‘the end of the trust’s year, and 


(e) where 


(i) the transferor was, at the transfer time, a 
corporation that would have been a controlled 
foreign affiliate of a particular person if the 
particular person had been resident in Canada, 


S. 233.2 


and 


(ii) the particular person.is resident in Canada 
at the.end of the trust’s. year, 


the particular person shall make an information 
return in respect of the trust’s year in prescribed 
form and file it with the Minister on or before the 
filing-due date for the particular person’s taxation 
year that includes the end: of the trust’s. year. 
Related Provisions: 162(10), (10.1) — Penalty for failure to file; 
163(2.4)(b) = Minimum $24,000. penalty for false statement or 
omission; 220(2.1) — Waiver of filing requirement; 220(3) — Ex- 
tension of time to file return; 233.2(2) — Presence of non-arm’s 
length indicators; 233.2(5) — Election to use other person’s infor- 
mation. return; 233.3(3) — Requirement ‘to file return re foreign 
property; 233.5 — Due diligence exception; 233.6(2)(b) — No re- 
turn required on distribution from trusts. where return required under 
23502; 233. 7—No requirement to file i in first year of immigration, 


Forms: T1141: Information return, in respect of transfers to, non- 
resident trusts. 


(5) Joint filing — Where einti a returns in. re- 
spect of a trust’s taxation..year would, but for. this 
subsection, be required to be filed under subsection 
(4) by a particular person and another person, and 
the particular person identifies the other person in’ an 
election filedin writing with the Minister, for the 
purposes of applying this Act to the particular person 


(a) the information return filed by the other per- 
son shall be treated as if it had been filed by the 
particular person; 


(b) the information required to be oreyiled with 
the return by the particular person shall be 
deemed to be the information required to be pro- 
vided by the other person with the return; 


(c), the day on or before which the return is re- 
quired to be filed by the particular person is 
deemed to be the later of the day on or before 
which 


(i) the return would, but for ‘this subsection, 
have been required to have been filed by the 
particular person, and 


(ii) the return is required to have been filed by 
the other person; and 


(d) each act and omission of the other person in 
respect of the return, is deemed to be an act or 
omission. of the particular person. 


History [s..233.2]: S. 233.2 added by 1997, c. 25, s.:69, applicable 
to'returns in respect of trusts’ taxation years that: begin after 1995, 
except that, such.a return in respect of a taxation year, that.ends in 
1996, 1997 or.1998 is required to be filed on or before the later of 


(a) April 30, .1998, and 


(b) the day on or before which the return is otherwise required 
to. be. filed. 


Definitions ‘[s. 233.2]: “amount” — 248(1); ‘“‘arm’s length” — 
251(1);-“aunt” — 252(2)(e); “beneficially interested” — 248(15); 
“Canada” — 255; “controlled foreign affiliate” —.95(1), 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “exempt trust” — 
233.2(1); “employee”, “filing-due date”, “foreign retirement ar- 
rangement”, “individual” — 248(1), Reg. 6803;.“‘mutual fund cor- 
poration” — 131(8), (8.1), 248(1); “Minister” — 248(1); “mutual 
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fund trust” — 132(6), (7), 248(1); “nephew”, “niece” — 252(2)(g); 
“non-arm’s length indicator” — 233.2(2); “non-resident” — 248(1); 
“non-resident-owned investment corporation” — 133(8), 248(1); 
“person”, “prescribed”, “property” — 248(1); “registered invest- 
ment” — 204.4(1), 248(1); “related” — 251(2); “resident in Can- 
ada” — 250; “series of transactions” — 248(10); “specified benefi- 
ciary”, “specified foreign trust” — 233.2(1); “taxation year” — 249; 
“transfer time”, “transferor” — 233.2(4)(a); “trust” — 104(1), 
248(1), (3); “trust’s year” — 233.2(4)(a); “uncle” — 252(2)(f); 
“writing” — Interpretation Act 35(1). 


233.3 (1) Definitions — The definitions in this 
subsection apply in this section. 


“reporting entity” for a taxation year or fiscal pe- 
riod means a specified Canadian entity for the year 
or period where, at any time (other than a time when 
the entity is non-resident) in the year or period, the 
total of all amounts each of which is the cost amount 
to the entity of a specified foreign property of the 
entity exceeds $100,000. 


Related Provisions: 233.6(2)(c) — No return required on distri- 
bution from certain trusts to reporting entity. 


“specified Canadian entity” for a taxation year or 
fiscal period means 


(a) a taxpayer resident in Canada in the year that 
is not 


(i) a mutual fund corporation, 


(ji) a  non-resident-owned 
corporation, 


investment 


(iii) a person (other than a trust) all of whose 
taxable income for the year is exempt from 
tax under Part I, i 


(iv) a trust all of the taxable income of which 
for the year is exempt from tax under Part I, 


(v) a mutual fund trust, 


(vi) a trust described in any of paragraphs (a) 
to (e.1) of the definition “trust” in subsection 
108(1), 


(vil) a registered investment, nor 


(viii) a trust in which all persons beneficially 
interested are persons described in subpara- 
graphs (i) to (vii); and 


(b) a partnership (other than a partnership all the 
members of which are taxpayers referred to in 
any of subparagraphs (a)(1) to (viii)) where the to- 
tal of all amounts, each of which is a share of the 
partnership’s income or loss for the period of a 
non-resident member, is less than 90% of the in- 
come or loss of the partnership for the period, 
and, where the income and loss of the partnership 
are nil for the period, the income of the partner- 
ship for the period is deemed to be $1,000,000 
for the purpose of determining a member’s share 
of the partnership’s income for the purpose of 
this paragraph. 

Related Provisions: 94(1)(c)(i) — Certain trusts deemed resident 

in Canada. 
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“specified foreign property” of a person or partner- 
ship means any property of the person or the partner- 
ship that is 
(a) funds or intangible property which are situ- 
ated, deposited or held outside Canada, 


(b) tangible property situated outside Canada, 


(c) a share of the capital stock of a non-resident 
corporation, 


(d), an interest in a non-resident trust or a trust 
that, but for section 94, would be a non-resident 
trust for the purpose of this section, 


(e) an interest in a partnership that owns or holds 
specified foreign property, 

(f) an interest in, or right with respect to, an entity 
that is non-resident, 


(g) indebtedness owed by a non-resident person, 


(h) an interest in or right, under a contract, in eq- 
uity or otherwise, either immediately or in the fu- 
ture and either absolutely or contingently, to any 
property (other than any property owned by a 
corporation or trust that is not the person) that is 
specified foreign property, and 


(i) property that, under the terms or conditions 
thereof or any agreement relating thereto, is con- 
vertible into, is exchangeable for or confers a 
right to acquire, property that is specified foreign 
property, 

but does not include 


(j) property that is used or held exclusively in the 
course of carrying on an active business of the 
person or partnership (determined as if the person 
or partnership were a corporation resident in 
Canada), | 


(k) a share of the capital stock or indebtedness of 
a non-resident corporation that is a foreign affili- 
ate of the person or partnership for the purpose of 
section 233.4, 


(1) an interest in, or indebtedness of, a non-resi- 
dent trust that is a foreign affiliate of the person 
or partnership for the purpose of section 233.4, 


(m) an interest in a non-resident trust that was not 
acquired for consideration by either the person or 
partnership or a person related to the person or 
partnership, 


(n) an interest in a trust described in paragraph 
(a) or (b) of the definition “exempt trust” in sub- 
section 233.2(1), 


(0) an interest in a partnership that is a specified 
Canadian entity, 

(p) personal-use property of the person or part- 
nership, and 

(q) an interest in or right to acquire a property 
that is described in any of paragraphs (j) to (p). 


(2) Application to members. of partner- 
ships — For the purpose of this section, a person 
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who is a member of a ey that is a member 
of another. partnership ne 


(a) is deemed to be a member of itis othiet: part- 
nership; and 


~(b),the person’s share of.the income.or loss of the: 
_ other partnership is deemed to. be. equal. to the: 


amount of that. income or loss to which, the per- 
_son is directly or indirectly entitled. 


(3) Returns respecting foreign property — A 
reporting entity for a taxation year or fiscal period 
shall file with the Minister for the year or period a 
return in prescribed form on or before the day that is 


.(a). where the entity is a partnership, the day on or 

before which. a return is required by section 229 
of the Income Tax.Regulations to be filed in re- 
spect of the fiscal period of the. partnership or 
would be required to be so filed if that section 
applied to the partnership; and | 


- (b) where. the entity.is not a.partnership, the en- . 


. tity’s filing-due date forthe year. 


Related Provisions: 94(1)(c)(@) — Application to trust deemed 
resident in Canada; 162(7), (10); (10:1) — Penalty for failure to file; 
163(2.4)(c) — Minimum $24,000 penalty for false statement or 
omission; 220(2.1) — Waiver of filing requirement; 220(3) — Ex- 
tension of time to file return;'233(2) — Demand for return by part- 
nership; 233.2(4) — Requirement to file return re transfers. to. for- 
eign trusts; 233.7 —.No requirement to. file in first. year of 
immigration. 


Forms: T1135: Information return relating to foreign property. 


History [s. 233.3]: S. 233.3 added by 1997, c. 25, s. 69, applicable 
to returns for taxation years and fiscal periods that begin after 1995, 
except’ that such a return for a taxation year or fiscal period’ that 
ends in 1996, 1997 or 1998 is required to be filed on or before the 
later of 


(a) April 30, 1998, and 


(b) the day on.or before which the return is Atherigtae Pennies 
to be filed. 


Definitions [s. 233.3]: “active business”, “amount” — 248(1); 
“Canada” — 255; “corporation” — 248(1), Interpretation” Act 
35(1); “filing-due date”, “Minister”, “non-resident” — 248(1): “per- 
sonal-use property” — 54, 248(1); “property” — 248(1); “registered 
investment” — 204.4(1), 248(1); “reporting entity’? — 233.3(1); 
“resident in Canada” — 94(1)(c)(i), 250; “share” — 248(1); .“‘speci- 
fied Canadian entity”, “specified foreign property” — 233.3(1); 
“trust” — 104(1), 248(1), (3); “writing” — Interpretation Act 35(1). 


233.4 (1) Reporting entity — For the purpose of 
this section, “reporting entity” for a taxation year or 
fiscal period means’ | 


(a) a taxpayer resident in Canada (other than a 
taxpayer all of whose taxable income for the year 
is exempt from tax under Part I) of which a non- 
resident corporation is a foreign affiliate at any 
time in the year; 


(b) a taxpayer resident in Canada (other than a 
taxpayer all of whose taxable income for thé year 
is exempt from tax under Part I) of which a non- 


* . 
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resident trust is a foreign affiliate at any time in 
the year; and 


(c) a partnership 


(i) where the total of all amounts, each of 
which is a share of the partnership’s. income 
or loss for the period of a non-resident mem- 
ber, is less than 90% of the income or loss of 
the partnership for the period, and, where the 
-income and loss of the partnership are nil:for 
the period, the income of the partnership for 
the period is deemed to be $1,000,000 for the 
purpose of determining a member’s share of 
the partnership’s income for the purpose of 
this subparagraph, and 


(ii) of which a non-resident corporation or 
trust is a foreign affiliate of which at any time 
in the fiscal period. 


Related Provisions: 94(1)(c)(i). — Certain trusts deemed resident 
in Canada. 


(2) Rules of application — For the purpose of 
this section, in determining whether a non-resident 
corporation. or trust is a foreign affiliate or a con- 
trolled foreign affiliate of a taxpayer resident in Can- 
ada or of a partnership 


(a) paragraph (6) of the definition “equity per- 
centage” in subsection 95(4) shall be read as if 
the reference to “‘any corporation” were a refer- 
ence to ‘ ‘any corporation other than a corporation 
resident in Canada’’; 


(b) the definitions “direct equity percentage” and 
“equity percentage” in subsection 95(4) shall be 
read as if a partnership were a person; and 


(c) the definitions “controlled foreign affiliate” 
and “foreign affiliate’ in subsection 95(1) shall 
be read as if a partnership were a taxpayer resi- 
dent in Canada. 


Related Provisions: 94(1)(d) — Trust deemed to be controlled 
foreign affiliate. 


(3) Application to members of. partner- 
ships — For the purpose. of this section, a person 
who is.a member of a partnership that is a member 
of another. partnership . 


(a) is deemed to be a member of the other part- 
nership; and 


(b) the person’s share of the income or loss of the 
other partnership is deemed to be equal to the 
‘amount of that’ income or loss to which the per- 
son is directly or indirectly entitled. 


Related Provisions: 162(7), (10), (10.1) — Penalty for failure to 
faley?+4 


(4) Returns respecting foreign affiliates — A 
reporting entity for a taxation year or fiscal period 
shall file with the Minister for the year or period a 
return in prescribed form in respect of each foreign 
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affiliate of the entity in the year or period within 15 
months after the end of the year or period. 


Related Provisions: 162(10), (10.1) — Penalty for failure to file; 
163(2.4)(d) — Minimum $24,000 penalty for false statement or 
omission; 220(2.1) — Waiver of filing requirement; 220(3) — Ex- 
tension of time to file return; 233(2) — Demand for return by part- 
nership; 233.6(2)(d) — No return required on distribution from trust 
where return required under 233.4; 233.7 — No requirement to file 
in first year of immigration. 


Forms: T1134: Information return relating to foreign affiliates. 


History [S. 233.4]: S. 233.4 added by 1997, c. 25, s. 69, applicable 
to returns for taxation years and fiscal periods that begin after 1995, 
except that such a return for a taxation year or fiscal period that 
ends in 1996, 1997 or 1998 is required to be filed on or before the 
later of 


(a) June 30, 1998, and 


(b) the day on or before which the return is otherwise required 
to be filed. 


Definitions [s. 233.4]: “amount” — 248(1); “Canada” — 255; 
“controlled foreign affiliate” — 95(1), 233.4(2), 248(1); “corpora- 
tion” — 94(1)(d), 248(1), Interpretation Act 35(1); “filing-due 
date” — 248(1); “fiscal period” — 248(1), 249.1; “foreign  affili- 
ate” — 95(1), 233.4(2), 248(1); “non-resident” — 248(1); “per- 
son” — 248(1); “reporting entity” — 233.4(1); “resident in Can- 
ada” — 94(1)(c)(i), 250; “taxation year” — 249; “trust” — 104(1), 
248(1), (3). 


233.5 Due diligence exception — The informa- 
tion required in a return filed under section 233.2 or 
233.4 does not include information that is not availa- 
ble, on the day on which the return is filed, to the 
person or partnership required to file the return 
where 


(a) there is a reasonable disclosure in the return 
of the unavailability of the information; 


(b) before that day, the person or partnership ex- 
ercised due diligence in attempting to obtain the 
information; 


(c) if 


(i) the return is required to be filed under sec- 
fiom 25 5°2, OF 


(ii) the return is required to be filed under sec- 
tion 233.4 by a person or partnership in re- 
spect of a corporation that is a controlled for- 
eign affiliate, for the purpose of that section, 
of the person or partnership, 


it was reasonable to expect, at the time of each 
transaction, if any, entered into by the person or 
partnership after March 5, 1996 that gives rise to 
the requirement to file the return or that affects 
the information to be reported in the return, that 
sufficient information would be available to the 
person or partnership to comply with that section; 
and 


(d) if the information subsequently becomes 
available to the person or partnership, it is filed 
with the Minister not more than 90 days after it 
becomes so available. 


History [s. 233.5]: S. 233.5 added by 1997, c. 25, s. 69, applicable 
to returns required to be filed on or before a day that is after April 
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29, 1998. 


Definitions: “corporation” — 248(1), Interpretation Act 35(1); 
“controlled foreign affiliate’ —95(1), 248(1); “Minister” — 
248(1); “person” — 248(1). 


233.6 (1) Returns respecting distributions 
from non-resident trusts — Where a specified 
Canadian entity (as defined by subsection 233.3(1)) 
for a taxation year or fiscal period receives a distri- 
bution of property from, or is indebted to, a non-resi- 
dent trust (other than a trust that was an excluded 
trust in respect of the year or period of the entity or 
an estate that arose on and as a consequence of the 
death of an individual) in the year or period and the 
entity is beneficially interested in the trust at any 
time in the year or period, the entity shall file with 
the Minister for the year or period a return in pre- 
scribed form on or before the day that is 


(a) where the entity is a partnership, the day on or 
before which a return is required by section 229 
of the Income Tax Regulations to be filed in re- 
spect of the fiscal period of the partnership or 
would be required to be so filed if that section 
applied to the partnership; and 


(b) where the entity is not a partnership, the en- 

tity’s filing-due date for the year. 
Related Provisions: 162(7) — Penalty for failure to file; 
163(2.4)(e) — Minimum $2,500 penalty for false statement or 
omission; 220(2.1) — Waiver of filing requirement; 220(3) — Ex- 
tension of time to file return; 233.5(2) — Meaning of “excluded 
trust”; 233.7 — No requirement to file in first year of immigration; 
248(25) — Extended meaning of “beneficially interested”. 


Forms: T1142: Information return in respect of distributions from 
and indebtedness owed to a non-resident trust. 


(2) Excluded trust defined — For the purpose of 
subsection (1), an excluded trust in respect of the 
taxation year or fiscal period of an entity means 
(a) a trust described in paragraph (a) or (b) of the 
definition “exempt trust” in subsection 233.2(1) 
throughout the portion of the year or period dur- 
ing which the trust was extant; 


(b) a trust in respect of which the entity is re- 
quired by section 233.2 to file a return in respect 
of each taxation year of the trust that ends in the 
entity’s year; 

(c) a trust an interest in which is at any time in 
the year or period specified foreign property (as 
defined by subsection 233.3(1)) of the entity, 
where the entity is a reporting entity (as defined 
by subsection 233.3(1)) for the year or period; 
and 


(d) a trust in respect of which the entity is re- 
quired by section 233.4 to file a return for the 
year or period. 
Related Provisions [subsec. 233.6(2)]: 233(1) — Demand for 
return by partnership. 


History [S. 233.6]: S. 233.6 added by 1997, c. 25, s. 69, applicable 
to returns for taxation years and fiscal periods that begin after 1995, 
except that such a return for a taxation year or fiscal period that 
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ends in 1996, 1997 or 1998 is required to be filed on or before the 
later of 


(a) April 30, 1998, and 


(b) the day on or before which the return is otherwise required 
to be filed. 


233.7 Exception for first-year residents — 


Notwithstanding sections 233.2, 233.3, 233.4 and 
233.6, a person who, but for this section, would be 
required under any of those sections to file an infor- 
mation return for'a taxation year, is not required to 
file the return if the person is an individual (other 
than a trust) who first became resident in Canada i in 
the year. 

History [S. 233.7]: S. 233.7 added by 1997, c. 25, s. 69, applicable 


to returns required to be filed on or before a day that is after April 
29, 1998: 


Definitions [s. 233.7]: “individual”, “person” — 248(1); “resi- 
dent in Canada” — 250; “taxation year” — 249; “trust” — 104(1), 
248(1), (3). 


234. (1) Ownership certificates — Before a 
bearer coupon or warrant representing either interest 
or dividends payable by any debtor or cheque repre- 
senting dividends or interest payable by a non-resi- 
dent debtor is negotiated by or on behalf of a resi- 
dent of Canada, there shall be completed by or on 
behalf of the resident an ownership certificate in pre- 
scribed form. 


Related Provisions: 162(4) — Failure to complete ownership 
certificate. 


Forms: NR601: Non-resident ownership certificate — withholding 
tax; NR602: Non-resident ownership certificate — no withholding 
tax; T600: Ownership certificate; T600B: Ownership certificate; 
T600C: Statement of cash bonus payment — Canada Savings 
Bonds. 


(2) Idem — An ownership certificate completed 
pursuant to subsection (1) shall be delivered in such 
manner, at such time and at such place as may be 
prescribed. 


Pre-RSC History: Subsec. 234(2) substituted by 1988, c. 55, 
subsec. 177(1). Subsec. 234(2) formerly read: 


(2) |ldem — An ownership certificate completed pursuant to 
subsection (1) shall be delivered in such manner, at such time 
and at such place as may be prescribed and a person who has 
failed to do so is liable on summary conviction to‘a fine of 
not less than $10 and not exceeding $100. 


Regulations: 207 (prescribed time). 


Forms: NR601: Non-resident ownership certificate — withholding 
tax; NR602: Non-resident ownership certificate — no withholding 
tax. i; 


(3) ldem — The operation of this section may be 
extended by regulation to bearer coupons or warrants 
negotiated by or on behalf of non-resident persons. 


(4)-(6) [Repealed under former Act] 


Pre-RSC History: Subsec. 234(4) repealed by 1988, c. 55, subsec. 
177(2). Subsec. 234(4) formerly read: 


(4) Idem — A person who has failed to complete an owner- 
ship certificate as required by or under this Act and a debtor 


S. 235 


or other person who has cashed a coupon or warrant for 
which an ownership certificate has not been completed, is lia- 
ble on summary conviction to a fine of not less than $10 and 
not exceeding $100. 


Subsecs. 234(5), (6) repealed by 1980-8 1-82-83, c. 48, s. 106, appli- 
cable with respect to amounts paid or credited after December 11, 


1979. Subsecs. 234(5), (6) formerly read: 


(5) Withholding — Where an amount is to be paid or 
credited to a resident of Canada who is an individual, other 
than a trust, in circumstances where an ownership certificate 
referred to in subsection (1) is required to be completed, and 
the ownership certificate does not contain a Social Insurance 
Number assigned to the individual by the Unemployment In- 
surance Commission, the debtor or other person paying or 
crediting the amount shall deduct or withhold therefrom an 
amount equal to 25% thereof and shall forthwith remit that 
amount to the Receiver General of Canada on account of the 
individual’s tax for the year under Part I and shall submit 
therewith a statement in prescribed form. 


~ (6) Amount withheld deemed paid or credited — Where 
an amount has been deducted or withheld under subsection 
(5) from an amount paid or credited to an individual, it shall, 
for the purposes of this Act, be deemed to have been received 
by the individual at the time the amount was paid or credited 
to him. 


Subsecs. 234(5), (6) added by 1976-77, c. 4, s. 75, applicable after 
December 31, 1976. 


Definitions [s. 234]: “amount”, “dividend”, “individual”, “non- 
resident’, “person”, “prescribed”, “regulation” — 248(1); “trust” — 


104(1), 248(1), (3). 


234.1 [Repealed under former Act] 


Pre-RSC History: S. 234.1 repealed by 1984, c. 1, s. 102, applica- 
ble with respect to purchases of aviation turbine fuel made after 
April 30, 1983. S. 234.1 formerly read: 


234.1 (1) Purchase of aviation turbine fuel — Every air 
carrier resident in Canada who has purchased aviation turbine 
fuel in Canada and used the fuel on an international flight 
shall, with respect to each such purchase, complete a fuel cer- 
tificate in prescribed form specifying the amount of such avi- 
ation turbine fuel used on an international flight. 


(2) Fuel certificate — A fuel certificate completed pursuant 
to subsection (1) shall be delivered in such manner and at 
such time and place as may be prescribed. 


(3) Penalty — Every air carrier resident in Canada who. has 
purchased aviation turbine fuel in Canada is liable to.a pen- 
alty of $100 for each cubic metre of such fuel that was used 
on an international flight and was not specified in a fuel cer- 
tificate delivered as required by subsection (2). 


(4) Meaning of “international flight” — For the purposes of 
this section and subsections 69(7.1) and (11), an “interna- 
tional flight” does not include any flight of an aircraft having 
a maximum take-off weight not exceeding 34,000 kilograms. 


S. 234.1 added by 1980-81-82-83, c. 140, s. 125, applicable to 
purchases made after January 31, 1982. 


235. Penalty for failing to file corporate re- 
turns — Every corporation that fails to file a return 
for a taxation year as and when required by section 
150, 181.6 or 190.2 is liable, in addition to any pen- 
alty otherwise provided, to a penalty for each such 
failure equal to the amount determined by the 
formula 
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.0025 A xB 
where 


A is the total of the taxes that would be payable 
under Parts I.3 and VI by the corporation for the 
year if this Act were read without reference to 
subsections 181.1(4) and 190.1(3); and 


Bis the number of complete months, not exceeding 
40, from the later of 


(a) the day on or before which the return was 
required to be filed, and 


(b) December 17, 1991, 


to the day on which the return is filed. 
Related Provisions: 18(1)(t)—-No deduction for penalties; 
161011) — ee on pio penalties; 220(3.1) — Waiver oe pce 
alty by Assessment. 
History: The debate of A in‘s..235 amended by 1994, c. 7, 


Sch. VIII (1993, c. 24), s. 135, applicable to 1991 et seg. That 
description formerly read: 


A is the total of the taxes payable under Parts I.3 and VI by 
the corporation for the year; and 


S. 235 enacted by 1994, c. 7, Sch. II (1991, c. 49), s. 187, in force 
December 17, 1991. 

Definitions: “amount” — 248(1); “corporation” — 248(1),. Inter- 
pretation Act 35(1); “taxation year” — 249. 


Pre-RSC History [former s. 235]: Former s. 235 repealed by 
1988, c. 55, s..178. S. 235 formerly read: 


235. (1) Penalty for.failure to make returns — Every per- 
son who has failed to make a return as and when required by 
regulation under subsection 215(4), by regulation under sec- 
tion 221 or by subsection 227(2) is liable to.a penalty of $10 a 
day for each day of default but not exceeding in all $2,500. 


(2) Idem — Every person who fails to comply with a regula- 
tion made under paragraph 221(1)(e) is liable to a penalty of 
$10.a day for each day of default but not exceeding in all 
$2,500. 


236. Execution of documents by corpora- 
tions — A return, certificate or other document 
made by a corporation pursuant to this Act or a regu- 
lation shall be signed on its behalf by the President, 
Secretary or Treasurer of the corporation or by any 
other officer or person thereunto duly authorized by 
the Board of Directors or other governing body of 
the corporation. A 


Related Provisions: 227.1 — Liability of directors; 242 — of- 
ficers and directors of corporation guilty of corporate offences. 


Definitions: “corporation” — 248(1), Interpretation Act 35(1); 
“officer”, “person”, “regulation” — 248(1). 


237. (1) Social Insurance Number — Every in- 
dividual (other than a trust) who was resident or em- 
ployed in Canada at any time in a taxation year and 
who files a return of income under Part I for the 
year, or in respect of whom an information return is 
to be made by a person pursuant to a regulation 
made under paragraph 221(i)(d), shall, 


(a) on or before the first day of February of the 
year immediately following the year for which 
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the return of income is filed, or 


(b) within 15 days after the individual is re- 
quested by the person to provide [the individ- 
ual’s] Social Insurance Number, 


apply to the Minister of Human Resources Develop- 
ment in prescribed form and manner for the assign- 
ment to the individual of a Social Insurance Number 
unless the individual has previously been assigned, 
or made application to be assigned, a Social Insur- 
ance Number and shall provide that number in any 
return filed under this Act or, at the request of any 
person required to make an information return pursu- 
ant to this Act or the regulations requiring the. indi- 
vidual’s Social Insurance Number, to that person. 


Related Provisions: 162(6)— Failure to provide Social. Insur- 
ance Number; 239(2.3) — Offence re Social Insurance Number. 


History: Subsec. 237(1) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human.Resources Development” for ““Minis- 
ter of National Health and Welfare”, in force July 12, 1996. 


Regulations: 3800 (how Social Insurance Number to be applied 
for). 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


Forms: T600: Ownership certificate. 


(2) Idem — For the purposes of this Act and the 


regulations, a person required to make an informa- 
tion return requiring an individual’s Social Insurance 
Number 


(a) shall make a reasonable effort to obtain from 
the individual the individual’s Social Insurance 
Number; and 


(b) shall not knowingly use, communicate or al- 
low to be communicated, otherwise than as re- 
quired under this Act or a regulation, the individ- 
ual’s Social Insurance Number without the 
individual’s written consent, 


Related Provisions: 162(6) — Failure to provide Social Insur-; 
ance Number; 239(2.3) — Offence re Social Insurance Number. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


Pre-RSC History [s. 237]: S. 237 substituted < 1988, .c. 55, s. 
179, subsec. 237(1), applicable to 1988 et seg., and with respect to 
returns of income filed in conjunction with the prescribed form filed 
pursuant to s. 122.2 or 122.4 to the 1987 taxation year of an individ- 
ual. S. 237 formerly read: 


237. (1) Application for assignment of Social Insurance * 
Number — Every individual who is required by paragraph 
150(1)(d) to file a return of his income for a taxation year 
after 1966 shall, on or before the first day of February of the | 
year after the year for which the return is required, unless he 
has previously been assigned or made application to be as- 
signed a Social Insurance Number, apply to the Minister of |. 
National Health and Welfare in prescribed form and manner _ 
for the assignment to him of a Social Insurance Number. 


(2) Failure to show Social. Insurance Number — Every 
person who has filed a return of his income for a taxation 
year after 1966 and has failed to show therein.the Social In- 
surance Number that has been assigned to him or for which 
he is required by this section to apply shall be deemed to have 
failed to complete the information on a prescribed form as 
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required by or pursuant to section 150. included in computing a loss anti nioe in sub- 
Definitions [s. 237]: “Canada” — 255; “employed”, “individual”, paragraph (1), 
“person”, “prescribed”, “regulation” — 248(1); “taxation year” — 
249: “trust” — 104(1), 248(1), (3). would exceed 
(b) the amount, if any, by which 
37.1 (1) Definitions — In this section, (i) the cost to the person of the interest in the 


property at the end of the particular year, 
would exceed 


(ii) the total of all amounts each of which is 
the amount of any prescribed benefit that is 
expected to be received or enjoyed directly or 
indirectly in respect of the interest in the prop- 
erty, by the person or another person with 
whom the person does not deal at arm’s length 


but does not include property that is a flow-through 
share or a prescribed property. _ 


“promoter” i in respect of a tax shelter means a per- 
son who in the course of a business 


(a) sells, issues or promotes the sale, issuance or 
acquisition of an interest in the tax shelter, or 


(b) acts as an agent or adviser in respect of the 
sale or issuance, or the promotion of the sale, is- 
suance or acquisition, of an interest in the tax 
shelter, 


and more than one person may be a tax shelter pro- 
moter in respect of the same tax shelter; 


“tax shelter” means any property in respect of 
which it may reasonably be considered having re- 
gard to statements or representations made or pro- 
posed to be made in connection with the property 
that, if a person were to acquire an interest in the 
property, at the end of any particular taxation year 
ending within 4 years after the day on which the in- 
terest is acquired, 


(a) the total of all amounts each of which is 


(i) a loss represented to be deductible in com- 
puting income in respect of the interest in the 
property and expected to be incurred by or al- 
located to the person for the particular year or 
any preceding taxation year, or 


(ii) any other amount represented to be de- 
ductible in computing income or taxable in- 
come in respect of the interest in the property 
and expected to be incurred by or allocated to 
the person for the particular year or any pre- 
ceding taxation year, other than any amount 
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Related Provisions: 53(2)(c)(i.3) — Tax shelter excluded from 
certain ACB reductions; 127.52(1)(c.3) — Minimum tax on tax 
shelter deductions; 143.2(1)“tax shelter investment’’(a) — Defini- 
tion includes a tax shelter under 237.1(1); 143.2(6) — Limitation on 
cost of tax shelter; 248(1)“tax shelter” — Definition applies to en- 
tire Act; 249.1(5) — Election for non-calendar year-end not permit- 
ted for tax shelters. =} 


History: Subpara. (a)(ii) of the definition “tax shelter” in subsec. 
237.1(1) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
188(1), to substitute “the particular year or any preceding taxation 
year” for “the particular year”, applicable to interests acquired after 
August 1989. 

Regulations: 231(6) (prescribed benefit); 231(6.1) (prescribed 
benefit for subpara. (b)(ii)); 231(7) (prescribed property). 


(2) Application — A promoter in respect of a tax 
shelter shall apply to the Minister in prescribed form 
for an identification number for the tax shelter unless 
an identification number therefor has previously 
been applied for. 

Related Provisions: 162(9) — Penalty — tax shelter identifica- 
tion number; 162(9)(a) — Penalty for false or misleading informa- 


tion; 237.1(4) — Sale without identification number prohibited; 
237.2 — Application of s. 237.1. 


Information Circulars: 89-4: Tax shelter reporting. 


Forms: T5001: Application for tax shelter identification number 
and undertaking to keep books and records. 


(3) Identification — On receipt of an application 
under subsection (2) for an identification number for 
a tax shelter, together with prescribed information 
and an undertaking satisfactory to the Minister that 
books and records in respect of the tax shelter will be 
kept and retained at a place in Canada that is satis- 
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factory to the Minister, the Minister shall issue an 
identification number for the tax shelter. 


Information Circulars: 89-4: Tax shelter reporting. 


(4) Sales prohibited — No person shall, whether 
as a principal or an agent, sell or issue, or accept a 
contribution towards the acquisition of, an interest in 
a tax shelter before the Minister has issued an identi- 
fication number for the tax shelter. 


Related Provisions: 162(9)(b) — Penalty for selling or issuing 
before identification number issued; 237.2 — Application of s. 
Sie ABS 


Information Circulars: 89-4: Tax shelter reporting. 


(5) Providing identification number — Every 
promoter in respect of a tax shelter shall make rea- 
sonable efforts to ensure that all persons who acquire 
an interest in the tax shelter are provided with the 
identification number issued by the Minister for the 
tax shelter. 
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amount of income, taxable income or taxable income 
earned in Canada of, or tax or other amount payable 
by, or refundable to, a taxpayer under this Act for a 
taxation year, or any other amount that is relevant for 
the purposes of computing that amount, no amount 
may be deducted in respect of an interest in a tax 
shelter unless the taxpayer files with the Minister a 
prescribed form containing prescribed information, 
including the identification number for the shelter. 


Related Provisions: 143.2 — Limitation on tax shelter expendi- 
ture; 237.2 — Application of s. 237.1. 


History: Subsec. 237.1(6) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 188(2), applicable to interests acquired after 1990. 
Subsec. 237.1(6) formerly read: 


(6) Deduction disallowed — In computing the amount of in- 
come, taxable income, taxable income earned in Canada, tax 
or other amount payable by, or refundable to a taxpayer under 
this Act for a taxation year, or any other amount that is rele- 
vant for the purposes of computing that amount, no amount 
may be claimed or deducted by the taxpayer in respect of an 

_ interest in a tax shelter unless the taxpayer provides the Min- 
ister with the identification number for the shelter. 


Information Circulars: 89-4: Tax shelter reporting. 


Forms: T5004: Statement of tax shelter loss or deduction. See also 
under subsec. 237.1(7). 


Related Provisions: 239(2.1) — Incorrect identification number. 


Regulations: 231(5) (disclosure requirements. in providing identi- 
fication number). 


Information Circulars: 89-4: Tax shelter reporting. 


(6) Deduction disallowed — In computing the 
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shelter loss or deduction. 


(7) Information return — Every promoter in re- 
spect of a tax shelter from whom an interest in the 
tax shelter was acquired, who accepted a contribu- 
tion in respect of an acquisition of an interest in the 
tax shelter or who acted as an agent in respect of an 
acquisition of an interest in the tax shelter in a calen- 
dar year shall, in the prescribed form and manner, 
make an information return for that year containing 


(a) the name, address and Social Insurance Num- 
ber of each person who so acquired an interest in 
the tax shelter in the year, 


(b) the amount paid by each such person for the 
interest, and 


(c) such other information as may be required by 
the prescribed form, 


unless an information return in respect of the acqui- 


Related Provisions: 237.1(7.1)47.3) — Administrative require- 
ments for returns; 237.2 — Application of s. 237.1. 


Regulations: 231(2)-(4) (prescribed manner). 


Information Circulars: 89-4: Tax shelter reporting. 


Forms: T5002 Summ: Tax shelter information returns; T5003 
Supp: Statement of tax shelter information; T5004: Statement of tax 
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(8) Application of sections 231 to 231.3 — 
Without restricting the generality of sections 231 to 
231.3, ‘where an application under subsection (2) 
with respect to a tax shelter has been made, notwith- 


standing that a return of income has not been filed by” 


any taxpayer under section 150 for the taxation year 
of the taxpayer in which an amount is claimed as a 
deduction in respect of the tax shelter, sections 231 
to 231.3 apply, with such modifications as the ‘cir- 


cumstances require, for the purpose of permitting the 


Minister to verify or ascertain any information in re- 
spect of the tax. shelter. 


Information. Circulars psupsee: 237. 1(8)]: 89-4: Tax shelter 
reporting. — 


Pre-RSC History [s. 237.1]: S. 237.1 enacted by 1988, c. 55, s. 


180, applicable with respect to interests acquired after August 1989. 


Definitions [s. 237.1]: “arm’ s length” p25); “flow- athgoush 


share”. — 66(15), ,248(1);: “business”, “per- 
son” —.237.1(1), 248(1); “prescribed” —.248(1); oromater” ac 
2a 1(1); “property”, “‘share” — 248(1); “tax shelter” — 237.1(1), 


248(1); “taxable income”.— 2(2), 248(1); ans income earned 
in, Canada” — AD), 248(1); “taxation year” — 249. 


237, 2 Application of section 237.1 — Section 
237.1 is applicable with respect to interests acquired 
after August 31, 1989. 


Origin of s..237.2: R.S.C. 1985, c. 1 (Sth Supp.) (formerly con- 
tained in: the rule:of application’in 1988,'c. 55, subsec. 180(2)). 


Offences and Punishment 


238. (1) Offences. and punishment — Every 
person who has failed to file or make a return as and 
when required by or under this Act or a regulation or 
who has failed to comply with subsection 116(3), 
T27(3-1),00-(3, 2), 147.1(7). or 153(1), any of sections 


230 to 232 or a regulation made under subsection 


147.1(18): or. with an:.order. made under subsection 
(2) is guilty of an offence and, in addition to any 
penalty otherwise provided, is liable on summary 
conviction to 


(a) a fine of not less than $1,000 and not more 
than $25,000; or 


(b) both the fine described in paragraph (a) and 
imprisonment for a term not exceeding ie 
months. - 


Related Provisions: 162, 163 — Penalties; 242, — ‘Where corpo- 
ration is guilty of offence; 243 — Minimum fine. 


Pre-RSC History: That portion of subsec. 238(1) preceding para. 
(a) amended by 1990, c. 35, s. 25, to substitute “‘147.1(7) or 153(1), 
any of sections 230 to 232 or a regulation made under subsection 


S. 238(2) 


—147.1(18)” for “153(1) or 227(5), or any of sections saa to eiily 
‘effective June 27, 1990. 


Subsec. 238(1) substituted by 1988, c. 55, s. 181. Subsec. 238(1) 


formerly read: 


238. (1) Offences — Every person who has failed to file a 
return as and when required by or under this Act or a regula- 
tion is guilty of an offence and, in addition to any penalty 
otherwise provided, liable on summary conviction to a fine of 
not less than $25 for each day of default. 


'Subsec. 238(1) substituted by 1986, c. 55, s. 76, to add “or to pro- 


vide the information described in paragraph 21(1)(d.1)”, to come 
into force on a day to be fixed by proclamation, but this amendment 
was repealed by 1988, c. 55, s. 203, deemed in force December 19, 
1986. 


Information Circulars: 85-1R2: Voluntary disclosures. 


Selected Cases [subsec. 238(1)]: R. v. Euerby (V.J.), [1992] 2 
C.T.C. 149 (BCSC) (Penalty for failure to comply with notice to file 
return not cruel and unusual punishment under Charter); Canada v. 
J.P. Consultants, [1990] 2 C.T.C. 514 (Man. PC) (Taxpayer contin- 
uing to rely on advice of accountant whose actions had already re- 
sulted in charges against taxpayer had no defence of due diligence 
to charge of failing to file returns); Licht v.. Canada, [1990] 2 C.T.C. 
477 (FCTD) (Court extended 10-day delay to file information to 60 
days where. Crown could not show harm caused by extension); The 


Queen vy. Merkle, [1979] C.T.C. 519 (Alta, CA) (Taxpayer estab- 


lished defence of due diligence against charge of failing to file a 
return where he directed his accountant to do so within a “reasona- 
ble time”); The Queen v. Subacious, [1978] C.T.C: 610 (Ont. CA) 
(Failure to file a return results in a separate offence for each succes- 


sive day return not filed). 


(2) Compliance orders — Where a person. has 


been convicted by a court, of an offence under sub- 


section (1) for a failure to comply with a provision of 
this Act or a regulation, the court. may make such 
order as it deems proper in order to enforce compli- 


ance with the provision. 


Pre-RSC History: Subsec. 238(2) substituted by 1988, c. 55, s. 
181. Subsec. 238(2) formerly read: 


(2), ldem — Every person who has failed to comply with or 
contravened subsection 116(3), 127(3.1) or (3.2), 153(1) or 
227(5), or any of sections 230 to 232 is guilty of an offence 
and, in addition to, any penalty otherwise provided, is: liable 
on summary conviction to 


(a) a fine of not less than $200. and, not exceeding 
$10,000, or 

(b) both the fine described in paragraph (a) and imprison- 
ment for a term not exceeding 6. months. 


All’ that portion of subsec. 238(2) preceding para. (a) amended by 


1986, c.'6, s. 123, to substitute “153(1) or 227(5) or any of sections 
230 to 232” for 18 2215), 230. 1(1) or 230.1(2) or section 230 
Olas 


All that portion. of subsec..238(2) preceding para. (a) substituted by 
1974-75-76, c, 71, s. 13, applicable after June 23, 1975, to add ref- 
erences to subsecs. 127(3.1), (3.2). 


All that portion of subsec. 238(2) preceding para. (a) substituted by 
1973-74, c. 51, s. 21, in force August 1, 1974, to add reference to 
subsecs. 230.1(1), (2). 


‘Selected Cases [subsec. 238(2)]: The Queen v. Grimwood, 


[1988] 1 C.T.C. 44 (SCC) (Failure to comply with a demand to pro- 
vide information pursuant to subsection 231(3) results in a separate 
offence for each demand not complied with); Hartmann v. The 
Queen, [1971] C.T.C. 396 (Sask. DC) (Where company convicted 
under provision, sole officer also convicted for participating with 
company in offence); The Queen v. Sakellis, [1970] C:T.C. 342 
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(Ont. CA) (Offence of failure to remit source deductions impossible 
to commit until expiry of time provided for such remittance). 


Information Circulars: 73-10R3: Tax evasion. 


(3) Saving — Where a person has been convicted 
under this section of failing to comply with a provi- 
sion of this Act or a regulation, the person is not lia- 
ble to pay a penalty imposed under section 162 or 
227 for the same failure unless the person was as- 
sessed for that penalty or that penalty was demanded 
from the person before the information or complaint 
giving rise to the conviction was laid or made. 
Pre-RSC History: Subsec. 238(3) substituted by 1988, c. 55, s. 
181. Subsec. 238(3) formerly read: 
(3) Saving — Where a person has been convicted under this 
section of failing to comply with a provision of this Act or a 
regulation, he is not liable to pay a penalty imposed under 
section 162, 227 or 235 for the same failure unless he was 
assessed for that penalty or that penalty was demanded from 


him before the information or complaint giving rise to the 
conviction was laid or made. 


Definitions [s. 238]: “person”, “regulation” — 248(1). 


239. (1) Other offences and punishment — 
Every person who has 


(a) made, or participated in, assented to or acqui- 
esced in the making of, false or deceptive state- 
ments in a return, certificate, statement or answer 
filed or made as required by or under this Act or 
a regulation, 


(b) to evade payment of a tax imposed by this 
Act, destroyed, altered, mutilated, secreted or 
otherwise disposed of the records or books of ac- 
count of a taxpayer, 


(c) made, or assented to or acquiesced in the 
making of, false or deceptive entries, or omitted, 
or assented to or acquiesced in the omission, to 
enter a material particular, in records or books of 
account of a taxpayer, 


(d) wilfully, in any manner, evaded or attempted 
to evade compliance with this Act or payment of 
taxes imposed by this Act, or 
Selected Cases [para. 239(1)(d)]: Canada v. Caseley, [1991] 1 
C.T.C. 211 (P.E.I. SC) (Penalty may be levied under provision not- 
withstanding previous penalty under subsection 163(2) imposed for 
same acts); The Queen v. Redpath Industries Ltd. et al., [1984] 
C.T.C. 483 (Que. SC) (Crown must proye that tax is payable for 
purposes of establishing evasion charges); The Queen v. Paveley, 
[1976] C.T.C. 477 (Sask. CA) (Express refusal to file return does 
not, in itself, imply intent to deceive, nor satisfy requirements of 
charge of wilful evasion); The Queen v. Kidd, 74 DTC 6574 (Ont. 
SC) (Failure to sign inaccurate return no defence to evasion charge); 
The Queen v. Poynton, [1972] C.T.C. 411 (Ont. SC) (Failure to re- 
port fraudulently obtained amounts as income constituted evasion). 
(e) conspired with any person to commit an of- 
fence described by paragraphs (a) to (d), 


is guilty of an offence and, in addition to any penalty 
otherwise provided, is liable on summary conviction 
to 


(f) a fine of not less than 50%, and not more than 
200%, of the amount of the tax that was sought to 
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be evaded, or 


(g) both the fine described in paragraph (f) and 
imprisonment for a term not exceeding 2 years. 


Related Provisions: 163(2) — Penalty — false statements; 
239(1.1) — Offences re refunds and credits; 239(2) — Prosecution 
on indictment; 242 — Where corporation is guilty of offence; 
243 — Minimum fine. 


Pre-RSC History: Para. 239(1)(f) amended by 1988, c. 55, sub- 
sec. 182(1), to substitute “50%,” for “25%” and “200%, of the 
amount” for “double the amount”. 


Selected Cases [subsec. 239(1)]: Neeb v. Canada, [1997] 2 
C.T.C. 2343 (TCC) (No identity of issues in criminal and civil pro- 
ceedings since tax liability can only be determined by Tax Court); 
Canada vy. Cancor Software Corp., [1990] 2 C.T.C. 479 (Ont. CA); 
leave to appeal to SCC refused (1991), 130 NR 394 (note) (Under 
sections 548 and 549 of Criminal Code, judge has authority to com- 
mit accused to trial for offences under Income Tax Act); Canada v. 
Maplesden, [1990] 2 C.T.C. 276 (Alta. QB) (Crown must prove ac- 
tus reus and mens rea beyond reasonable doubt); Canada v. Hutton, 
[1990] 2 C.T.C. 258 (Alta. CA) (Where taxpayer and his defrauded 
principal agreed to treat funds diverted by taxpayer as loans, tax- 
payer had no mens rea for evasion in respect of return filed after 
agreement); Cipriani v. The Queen, [1988] 1 C.T.C. 394 (Ont. CA) 
(Sections 7 and 24 of the Charter inapplicable to admissible state- 
ments voluntarily made to investigator); Lucier v. The Queen, 
[1988] 1 C.T.C. 230 (Ont. CA) (Crown must establish mens rea for 
conviction of wilfully evading taxes); The Queen v. Landes et al., 
[1988] 1 C.T.C. 124 (Que. SC) (Taxpayer wrongly characterizing 
income as capital gain acquitted of evasion charge where error not 
so glaring as to lead to conclusion that deliberate evasion commit- 
ted); The Queen v. Sharma, [1987] 2 C.T.C. 253 (Ont. SC) (Prose- 
cution under provision in addition to penalties under subsection 
163(2) not violation of Charter); Rans Construction (1966) Ltd. et 
al. v The Queen, [1987] 2 C.T.C. 206 (FCTD) (Taxpayer permitted 
to appeal assessment in respect of years for which criminal charges 
successfully prosecuted); Century 21 Ramos Realty Inc. v. The 
Queen; Ramos v. The Queen, [1987] 1 C.T.C. 340 (Ont. CA); leave 
to appeal to SCC refused (1987), 44 DLR (4th) vii (note) (Taxpayer 
convicted of evasion after benefit of amount unreported attributed to 
taxpayer under subsection 56(2)); Knox Contracting Ltd. et al. v. 
The Queen, [1986] 2 C.T.C. 194 (N.B. QB) (Search warrants ob- 
tained under section 443 of Criminal Code held to be inapplicable 
to documents sought for purposes of Income Tax Act); Spencer v. 
The Queen, [1985] 2 C.T.C. 310 (SCC) (Resident’s right to liberty 
and security of the person not violated when compelled to testify in 
Canada regarding information obtained as bank manager in Baha- 
mas, where such disclosure constituted criminal offence); Collins vy. 
The Queen, [1985] 1 C.T.C. 342 (Ont. CA) (Having paid tax in U.S. 
after being charged with evasion in Canada not a defence); Sturgess 
v. The Queen, [1984] C.T.C. 1 (FCTD) (Taxpayer claiming to be 
too busy to file return convicted of evasion; “evasion” interpreted); 
The Queen v. Lavoie, [1970] C.T.C. 476 (Sask. CA) (Taxpayer con- 
victed of separate offences under paragraphs (a) and (b); both of- 
fences arose from same facts). 


1.T. Application Rules: 65.1(b) (where offence committed before 
December 23, 1971). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 
Information Circulars: 73-10R3: Tax evasion. 
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(2) Prosecution on indictment — Every person 
who is charged with an offence described in subsec- 
tion (1) may, at the election of the Attorney General 
of Canada, be' prosecuted on indictment and, if con- 
victed, is, in addition to any penalty otherwise pro- 
vided, liable to 


(a) a fine of not less than 100%, and not more 
than 200%, of the amount of ‘the tax that was 
— sought to be evaded; and 


(b) imprisonment for a term: not exceeding 5 
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Related Provisions: 243 — Minimum fine.() 
Pre-RSC. History: Subsec.:.239(2) substituted. by 1983. G) 55, 
subsec. 182(2), Subsec. 239(2) formerly read: 

(2) Idem — Every person whois charged. with an offence de- 
scribed by subsection (1) may, at the election of the Attorney 
General. of Canada, be prosecuted upon indictment and, if 
convicted, is, in addition to any ‘penalty otherwise provided, 
liable to imprisonment for a term, not exceeding 5 years and 
not less than 2 months. 


Interpretation Bulletins: IT-99R4: Legal and. accounting fees, 
Information Circulars: 73-10R3: Tax evasion. 


(2.1) Providing incorrect tax shelter 
identification number — Every: person who 
wilfully provides another person, with. an incorrect 
identification number for a tax. shelter is guilty of an 
offence and, in addition to any penalty otherwise 
provided, is liable on summary conviction to 


(a) a fine of not less. than, 100%, and not.more. 
than 200%, of the cost to the other person of that 
person’s interest in the shelter; aa 
(b).imprisonment for a. term not exceeding 2 
years; or ; : 

(c) both the fine described in paragraph (a) and 
the imprisonment described in paragraph (b). 
Related Provisions: 237.1 — Tax shelters; 242 — Where corpo- 

ration is guilty of offence; 243 — Minimum fine;. ; 


Pre-RSC History: Subsec. 239(2.1) added by 1988, c. 55, subsec. 
182(2), applicable’ after August 1989. 
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Information Circulars: 89-4: Tax shelter reporting. 


(2.2) Offence with respect to confidential in- 
formation — Every person who 


(a) contravenes subsection 241(1), or 


(b) knowingly contravenes an order made under 
subsection 241(4.1) 


is guilty of an offence and liable on summary con- 
viction to a fine not exceeding $5,000 or to impris- 
onment for a term not exceeding 12 months, or to 
both. 

Related Provisions: 122.64(4) — Offence; 239(2.21) — Offence 


with respect to confidential information; 239(2.22) — Definitions; 
242 — Where corporation is guilty of offence. 


History: Subsec. 239(2.2) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 136. Subsec. (2.2) formerly read: 
(2.2) Offence with respect to confidential information — 
Every person 
(a) who contravenes subsection 241(1), or 
(b) to whom information has been provided pursuant to 
subsection 241(4) and who knowingly uses; communi- 


cates or allows to be communicated that information for 
any purpose other than that for which it was provided, 


is guilty of an offence and liable on summary conviction to a 
fine not exceeding $5,000 or to imprisonment for a term not 
exceeding 12 months or to both. 


Pre-RSC History: Subsec. 239(2.2) added by 1988, c. 55, subsec. 
182(2). 


(2.21) Idem — Every person 


(a) to whom taxpayer information has been pro- 
vided for a particular purpose under paragraph 
241(4)(b), (c), (e), (h) or (k), or 

(b) who is an official to whom taxpayer informa- 


tion has been provided for a particular purpose 
under paragraph 241(4)(a), (d), (f) or (i) © 


and who for any other purpose knowingly uses, pro- 
vides to any person, allows the provision to any per- 
son of, or allows any person access to, that informa- 
tion is guilty of an offence and liable on summary 
conviction to a fine not exceeding $5,000 or to im- 
prisonment for a term not exceeding 12 months, or to 
both. 


(2.22) Definitions — In subsection (2.21), “offi- 
cial” and “taxpayer information” have the meanings 
assigned by subsection 241(10). 


History: Subsecs. 239(2.21) and (2.22) added by 1994, c. 7, Sch. 
VIII (1993, c. 24), s. 136. 


(2.3) Offence with respect to Social Insurance 
Number — Every person to whom the Social Insur- 
ance Number of an individual has been provided 
under this Act or a regulation, and every officer, em- 
ployee and agent of such a person, who without the 
individual’s written consent knowingly uses, com- 
municates or allows to be communicated the Social 
Insurance Number (otherwise than as required or au- 
thorized by law, in the course of duties in connection 
with the administration or enforcement of this Act, 
or for a purpose for which it was provided by the 
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individual) is guilty of an offence and liable on sum- 
mary conviction to a fine not exceeding $5,000 or to 
imprisonment for a term not exceeding 12 months, 
or to both. 

Related Provisions: 237(2)(b) — Social Insurance Number not 


to be used or communicated without individual’s consent; 242 — 
Where corporation is guilty of offence. 


History: Subsec. 239(2.3) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), s. 189. Subsec. 239(2.3) formerly read: 


(2.3) Offence with respect to Social Insurance Num- 
ber — Every person to whom the Social Insurance Number 
of an individual has been provided pursuant to this Act or a 
regulation who knowingly uses or communicates, or allows to 
be communicated, the number for any purpose other than that 
for which it was so provided or for which the person has been 
authorized in writing by the individual is guilty of an offence 
and liable on summary conviction to a fine not exceeding 
$5,000 or to imprisonment for a term not exceeding 12 
months or to both. 


Pre-RSC History: Subsecs. 239(2.3) added by 1988, c. 55, subsec. 
182(2). 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


(3) Penalty on conviction — Where a person has 
been convicted under this section of wilfully, in any 
manner, evading or attempting to evade payment of 
taxes imposed by Part I, the person is not liable to 
pay a penalty imposed under section 162 or 163 for 
the same evasion or attempt unless the person was 
assessed for that penalty before the information or 
complaint giving rise to the conviction was laid or 
made. . 


Pre-RSC History: Subsec. 239(3) amended by 1988, c. 55, sub- 
sec. 182(2), to substitute “under section 162 or 163” for “under sec- 
tion 163”. 


(4) Stay of appeal — Where, in any appeai under 
this Act, substantially the same facts are at issue as 
those that are at issue in a prosecution under this sec- 
tion, the Minister may file a stay of proceedings with 
the Tax Court of Canada and thereupon the proceed- 
ings before that Court are stayed pending final deter- 
mination of the outcome of the prosecution. 

Pre-RSC History: Subsec. 239(4) amended by 1988, c. 61, s. 25, 
to substitute “Tax Court of Canada”, first for “Tax Court of Canada 


or the Federal Court, as the case may be” and then for “Tax Court of 
Canada or Federal Court”, in force January 1, 1991. 
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“Tax Court of Canada” substituted for “Tax Review Board” in.sub- 
sec. 239(4) by 1980-81-82-83, c. 158, s. 58, applicable from July 
18, 1983. 


Selected Cases laubeed. 239(4)]: Deutsch v. The Queen, 
[1983] C.T.C. 369 (FCA) (Proceeding commenced by statement of 
claim held to be appeal for purposes of the provision and stayed 
accordingly); Popovich Equipment Co. v. The Queen, [1979] C.T.C. 
65 (FCA) (For appeal to be stayed prosecution must be in relation to 
same taxpayer). 


Selected Cases [s. 239]: Lavers v. British Columbia (Minister of 
Finance), [1990] 1 C.T.C. 265 (B.C. CA) (Penalties imposed as 
consequence of assessment neither criminal nor quasi-criminal in 
nature and were beyond scope of “offence” under Charter). 
Definitions [s. 239]: “contravene” — Interpretation Act 35(1); 
“individual”, “Minister” — 248(1); “official” — 239(2.22), 
241(10); “person”, “regulation”, “taxpayer” — 248(1); “tax shel- 
ter” — 237.1(1), '248(1); “taxpayer information” —239(2.22), 
241(10). 


240. (1) Definition of “taxable obligation” and 

“non-taxable obligation” — In this section, “tax- 
able obligation” means any bond, debenture or simi- 
lar obligation the interest on which would, if paid by 
the issuer to a non-resident person, be: subject to the 
payment of tax under Part XIII by that non-resident 
person at the rate provided in subsection 212(1) (oth- 
erwise than by virtue of subsection 212(6)), and 
“non-taxable obligation” means any bond, debenture 
or similar obligation the interest on which would not, 
if paid by the issuer to a non-resident person, be sub- 
ject to the payment of tax under Part XIII by that 
non-resident person. 


(2) Interest coupon to be identified in 
prescribed manner — offence and punish- 
ment — Every person who, at any time after July 
14, 1966, issues 


(a) any taxable obligation, or 
(b) any non-taxable obligation 


the right to interest on which is evidenced by a cou- 
pon or other writing that does not.form part of, or is 
capable of being detached from, the evidence of in- 
debtedness under the obligation is, unless the coupon 
or other writing is marked or identified in prescribed 
manner by the letters “AX” in the case of a taxable 
obligation, and. by the letter “F” in the case of a non- 
taxable obligation, on the face thereof, guilty of an 
offence and liable on summary. conviction to a fine 
not exceeding $500. 


Regulations [subsec. 240(2)]: 807 (prescribed manner of iden- 
tification of obligation). 


Definitions [s. 240]: “non- resident”, “person” 248 1); “writ- 
ing” — Interpretation Act 35(1). 


241. (1) Provision of information — Except as 
authorized by this section, no official shall 


(a) knowingly provide, or knowingly allow to be 
provided, to any person any _ taxpayer 
information; 


(b) knowingly allow any person to have access to 
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any taxpayer information; or 


(c) knowingly use any taxpayer information oth- 
erwise than in the course of the administration or 
enforcement of this Act, the Canada Pension 
‘Plan or the Employment Insurance Act or for the 
purpose for which it was provided under this 
section. 


Related Provisions: 122.64(2) — Communication of Child Tax 
Benefit information to’ provinces; 122.64(3) — Communication of 
name and address for enforcement’ of family support orders; 
149.1(15) — Charities — information can be communicated; 
230.1(4) — Reports to chief electoral officer; 237(2)(b) — Commu- 


nication of Social Insurance Number; 239(2.2) — Offence; 
241(3) — Communication of information; 241(4) — Exceptions; 
241(11) — Meaning of “this Act”. 


History: Para. 241(1)(c) amended by 1996, c. 23, para: 187(d), to 
substitute “Employment Insurance Act’ for “Unemployment Insur- 
ance Act’, in force June 30, 1996. 


Subsec. 241(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 137(1). Subsec. (1) formerly read: 


(1) Prohibited communication of information — Except as 
authorized by this section, no official or authorized person 
shall 


(a) knowingly communicate or knowingly allow to be 
communicated to any person any information obtained by 
or on behalf of the Minister for the purposes of this Act 
or the Petroleum and Gas Revenue Tax Act; 


(b) knowingly allow any person to inspect or to have ac- 
cess to any book, record, writing, return or other docu- 
ment obtained by or on behalf of the Minister for the pur- 
poses of this Act or the Petroleum and Gas Revenue Tax 
Act; or 


(c) knowingly use, other than in the course of the duties 
of the official or authorized person in connection with the 
administration or enforcement of this Act or the Petro- 
leum and Gas Revenue Tax Act, any information obtained 
by or on behalf of the Minister for the purposes of this 
Act or the Petroleum and Gas Revenue Tax Act. 


Pre-RSC History: Para. 241(1)(c) added by 1987, c. 46, subsec. 
68(1), applicable after December 17, 1987. 


Selected Cases [subsec. 241(1)]: Diversified Holdings Ltd. v. 
Canada, [1989] 2°C.T.C. 10 (FCTD); aff'd [1991] 1 C.T:C. 118 
(FCA) (In an action by taxpayer against the Crown, documents re- 
lated to actions taken by Revenue Canada giving rise to the litiga- 
tion not privileged under provision); The Queen et al. v: ‘Lau, [1987] 
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2 C.T.C. 63 (FCA) (Revenue Canada permitted to use its em- 
ployee’s false return as cause for dismissal); Wilder et al. v. The 
Queen et al., [1987] 1 C.T.C. 273 (FCTD) (U.S. tax authorities re- 
ceiving information in unauthorized manner may be sued by tax- 
payer in tort); AMP of Canada Ltd. v. The Queen, [1987] 1 C.T.C. 
256 (FCTD) (Taxpayer permitted to discover competitor’s financial 
statements used by Crown to compare figures); A.G. Can. v. 
Thibault, [1987] 1 C.T.C. 156 (Que. CA) (Police permitted to seize 
documents in Revenue Canada’s possession for purposes of crimi- 
nal investigation); Glover v. MNR, [1982] C.T.C..29 (SCC) (Di- 
vorce proceeding order that Revenue Canada disclose certain infor- 
mation quashed); Tucar v. Tucar, 81 DTC 5166 (Ont. UFC) (In 
divorce proceedings, although court lacks jurisdiction to order Min- 
ister to disclose information, it may order taxpayer to authorize 
Minister to make disclosure); MNR yv. Huron Steel Fabricators 
(London) Ltd., [1973] C.T.C. 422 (FCA) (Minister ordered to dis- 
close returns of a taxpayer with whom another taxpayer alleged 
transactions disallowed by Minister). 

Information Circulars: 94-4: International transfer pricing — ad- 
vance pricing agreements (APA). 

1.T. Technical News: No. 8 (publication of advance tax rulings); 
No. 9 (electronic publication of severed rulings). 


Application Policies: SR&ED 95-04: Conflict of interest. 
Forms: T1013: Consent form. 


(2) Idem, in legal proceedings — Notwithstand- 
ing any other Act of Parliament or other law, no offi- 
cial shall be required, in connection with any legal 
proceedings, to give or produce evidence Felane to 
any taxpayer information. she 


Related Provisions: 149.1(15) — Charities — information may 
be communicated. 


History: Subsec. 241(2) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 137(1). Subsec. (2) formerly read: 


(2) Idem, in legal proceedings — Patina any 
other Act or law, no official or authorized person shall be re- 
quired, in connection with any legal proceedings, 


(a) to give evidence relating to any information obtained 
by or on behalf of the Minister for the purposes of this 
Act or the Petroleum and Gas Revenue Tax Act; or 


(b) to produce any book, record, writing, return or other 
document obtained by or on behalf of the Minister for the 
purposes of this Act or the Petroleum and Gas Revenue 
Tax Act. 


Selected Cases [subsec. 241(2)]: Diversified Holdings Ltd. v. 
Canada, [1989] 2 C.T.C. 10 (FCTD); aff'd [1991] 1 -C.T.C. 118 
(FCA) (In action by taxpayer against Crown, documents related to 
actions taken by Revenue Canada giving rise to the litigation not 
privileged). 


(3) Communication where proceedings have 
been commenced — Subsections (1) and (2) do 
not apply in respect of 


(a) criminal proceedings, either by indictment or 
on summary conviction, that have been com- 
menced by the laying of an information or the 
preferring of an indictment, under an Act of Par- 
liament; or 


(b) any legal proceedings relating to the adminis- 
tration or enforcement of this Act, the Canada 
Pension Plan or the Employment Insurance Act 
or any other Act of Parliament or law of a prov- 
ince that provides for the imposition or collection 
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of a tax or duty. 


Related Provisions: 241(11) — Meaning of “this Act”. 


History: Para. 241(3)(b) amended by 1996, c. 23, para. 187(d), to 
substitute “Employment Insurance Act’ for “Unemployment Insur- 
ance Act’, in force June 30,1996. ° 


Subsec. 241(3) amended by 1994, c. 7, Sch. VIII sacha c. 24), sub- 

sec. 137(1). Subsec. (3) formerly read: 
(3) Exception for criminal or tax proceedings — Subsec- 
tions (1) and (2) do not apply in respect of criminal proceed- 
ings, either by indictment or on summary conviction, that 
have been commenced by the laying of an information, under 
an Act of Parliament, or in respect of proceedings relating to 
the administration or enforcement of this Act or the Petro- 
leum and Gas Revenue Tax Act. 


Pre-RSC History: Subsec. 241(3) substituted by 1987, c. 46, 
subsec. 68(2), to add “that have been commenced by the laying of 
an information”, applicable after February 18, 1987. 


Information Circulars: 87-2: International transfer pricing and 
other international transactions. 


Selected Cases [subsec. 241(3)]: Tyler v.  MNR, [1989] 1 
C.T.C. 153 (FCTD) (Minister may obtain information before crimi- 
nal proceedings have been completed). 


(3.1) Circumstances involving danger — The 
Minister may provide to appropriate persons any tax- 
payer information relating to imminent danger of 
death or physical injury to any individual. 

History: Subsec: 241(3.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 137(1). | ~ 


(4) Where taxpayer information may be dis- 
closed — An official may. 


(a) provide to any person taxpayer information 
that can reasonably be regarded as necessary for 
the purpose of the administration or enforcement 
of this Act, the Canada Pension Plan or the Em- 
ployment Insurance Act, solely for that purpose; 
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(b) provide to any person taxpayer information 
that can reasonably be regarded as necessary for 
the purposes of determining any tax, interest, 
penalty or other amount that is or may become 
payable by the person, or any refund or tax credit 
to which the person is or may become entitled, 
under this Act or any other amount that is rele- 
vant for the purposes of that determination; 


(c) provide to the person who seeks a certification 
referred to in paragraph 147.1(10)(a) the certifi- 
cation or a refusal to make the certification, 
solely for the purposes of acmnistening a regis- 
tered pension plan; 


(d) provide taxpayer information 


(i) to an official of the Department of Finance 
solely for the purposes of the formulation or 
evaluation of fiscal policy, 


(ii) to an official solely for the purposes of the 
initial implementation of a fiscal policy or for 
the purposes of the administration or enforce- 
ment of an ‘Act of Parliament that provides for 
the imposition and collection of a tax or duty, 


(iii) to an official solely for the purposes of 
the administration or enforcement of a law of 
a province that provides for the imposition or 
collection of a tax or duty, 


(iv) to an official of the government of a proy- 
ince solely for the purposes of the formulation 
or evaluation of fiscal policy, 


(v) to an official of the Department of Natural 
Resources or of the government of a province 
solely for the purposes of the administration 
or enforcement of a program of the Govern- 
ment of Canada or of the province relating to 
the exploration for or exploitation of Canadian 
petroleum and gas resources, 


(vi) to an official of the government of a prov- 
ince that has received or is entitled to receive 
a payment referred to in this subparagraph, or 
to an official of the Department of Natural Re- 
sources, solely for the purposes of the provi- 
sions relating to payments to a province in re- 
spect of the taxable income of corporations 
earned in the offshore area with respect to the 
province under the Canada—Nova Scotia Off- 
shore Petroleum Resources Accord Implemen- 
tation Act, chapter 28 of the Statutes of Can- 
ada, 1988, the Canada-Newfoundland Atlantic 
Accord Implementation Act, chapter 3 of the 
Statutes of Canada, 1987, or similar Acts re- 
lating to the exploration for or exploitation of 
offshore Canadian Op Gaels and gas 
resources, . 


(vi.1) to an official of the Department of Nat- 
ural Resources solely for the purpose of deter- 
mining whether property is prescribed energy 


1787 


S. 241(4)(d)(xiii) 


conservation property or whether an outlay or 
expense is a Canadian renewable and conser- 
vation expense, 


(vii) to an official solely for the purposes of 


the administration or enforcement of the Pen- 


sion Benefits Standards Act, 1985 or a similar 
law. ofa province, 


(viii) to an official of the Department of Vet- 
~ eran Affairs solely for the purposes of the ad- 


ministration of the War Veterans Allowance 
Act or Part XI of the Merchant Navy Veteran 
and Civilian War-related Benefits Act, 


(ix) to an official of a department or agency of 
the Government of Canada or of a province as 
to the name, address, occupation, size or type 
of business of a taxpayer, solely for the pur- 
poses of enabling that department or agency 
to. obtain statistical data for research and 
analysis, 


(x) to the Canada Employment Insurance 
Commission, or to an official, or a member of 
a‘class of officials, of the Department of 
Human Resources Development, solely for 
the purposes of the administration or enforce- 
ment of, or the evaluation or formulation of 
policy for the purposes of, the Employment In- 
surance Act or an employment program of the 
Government of Canada, 


(xi) to an official of the Department of Agri- 
culture and Agri-Food or of the government 


_of a province solely for. the purposes of the 


administration or enforcement of a program of 


_the Government of Canada or of the province 


established under an agreement entered. into 
under the Farm Income Protection Act, 


(xii) to.an official of the Department of Cana- 
dian Heritage or.a member of the Canadian 
Cultural Property Export Review Board solely 
for the purposes of administering sections 32 
to 33.2 of the Cultural Property Export and 
Import Act, 


(xiii) to an official solely for the purposes of 
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setting off against any sum of money that may 
be due or payable by Her Majesty in right of 
Canada a debt due to 


(A) Her Majesty in right of Canada, or 


(B) Her Majesty in right of a province on 
account of taxes payable to the province 
where an agreement exists between Can- 
ada and the province under which Canada 
is authorized to collect the taxes on behalf 
of the province, or 


(xiv) to an official solely for the purposes of 
section 7.1 of the Federal-Provincial Fiscal 
Arrangements Act; 


(e) provide taxpayer information, or allow the in- 
spection of or access to taxpayer information, as 
the case may be, under, and solely for the pur- 
poses of, 


(1) subsection 36(2) or section 46 of the Ac- 
cess to Information Act, 


(11) section 13 of the Auditor General Act, 
(iii) section 92 of the Canada Pension Plan, 


(iv) a warrant issued under subsection 21(3) 
of the Canadian Security Intelligence Service 
Act, 


(v) an order made under subsection 462.48(3) 
of the Criminal Code, 


(vi) section 26 of the Cultural Property Ex- 
port and Import Act, 


(vii) section 62 of the Family Orders and 
Agreements Enforcement Assistance Act, 
(vili) paragraph 33(3)(a) of the Old Age Se- 
curity Act, 


(ix) subsection 34(2) or section 45 of the Pri- 
vacy Act, 


(x) section 24 of the Statistics Act, 


(xi) section 9 of the Tax Rebate Discounting 
Act, or 


(xil) a provision contained in a tax convention 
or agreement between Canada and another 
country that has the force of law in Canada; 


(f) provide taxpayer information solely for the 
purposes of sections 23 to 25 of the Financial 
Administration Act; 


(g) use taxpayer information to compile informa- 
tion in a form that does not directly or indirectly 
reveal the identity of the taxpayer to whom the 
information relates; 


(h) use, or provide to any person, taxpayer infor- 
mation solely for a purpose relating to the super- 
vision, evaluation or discipline of an authorized 
person by Her Majesty in right of Canada in re- 
spect of a period during which the authorized per- 
son was employed by or engaged by or on behalf 
of Her Majesty in right of Canada to assist in the 
administration or enforcement of this Act, the 
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Canada Pension Plan or the Employment Insur- 
ance Act, to the extent that the information is rel- 
evant for that purpose; 


(i) provide access to records of taxpayer informa- 
tion to the National Archivist of Canada or a per- 
son acting on behalf of or under the direction of 
the National Archivist of Canada, solely for the 
purposes of section 5 of the National Archives of 
Canada Act, and transfer such records to the care 
and control of such persons solely for the pur- 
poses of section 6 of that Act; 


(j) use taxpayer information relating to a taxpayer 
to provide information to the taxpayer; 


(k) provide, or allow inspection of or access to, 
taxpayer information to or by any person other- 
wise legally entitled to it under an Act of Parlia- 
ment solely for the purposes for which that per- 
son is entitled to the information; or 


(1) provide the business number, name, address, 
telephone number and facsimile number of a 
holder of a business number to an official of a 
department or agency of the Government of Can- 
ada or of a province solely for the purpose of the 
administration or enforcement of an Act of Par- 
liament or a law of a province, if the holder of the 
business number is required by that Act or that 
law to provide the information (other than the 
business number) to the department or agency. 
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Related Provisions: 37(3) — Consultation with other govern- 
ment departments: to determine R&D claims; 122.62(9) — Consul- 
tation with Health and Welfare for determining Child Tax Benefit; 
122.64(2)(a) — Communication of Child Tax Benefit information 
to provinces; 122.64(3) — Communication of name ‘and address for 
enforcement of family support orders; 149.1(15) — Registered 
charity’s information return may be communicated to public; 
230.1(4),— Reports to, chief electoral officer; 239(2.21) — Offence 
with. respect to confidential information; 241(5)— Disclosure to 
taxpayer or with taxpayer’s, consent; 241(11) — Meaning of “this 
Act”; Canada-U.S. Tax Treaty, Art. XX VII — Exchange of infor- 
mation with U.S. government (for 241(4)(e)(xii)). 


History: Subpara. 241(4)(d)(vi.1) amended by 1997, c..25, s. 70, 
applicable April 25, 1997. Subpara. (d)(vi.1) formerly read: 


(vi.1) to an official of the Department of Natural Resources 
solely for the purpose of determining whether property is pre- 
scribed energy conservation property, 


Subpara. 241(4)(d)(x) amended. by. 1996, \c. 11, s, 63, in force July 
12, 1996, to substitute “Canada Employment Insurance Commission 
or to an official, or a member of a class of officials, of the Depart- 
ment of Human Resources Development” for “Canada Employment 
and Immigration Commission or the Department of Employment 
and Immigration”. 


Subpara. 241(4)(d)(xii) amended by 1995, c. 38, s. 5, in force July 
12, 1996, to substitute “sections 32 to 33.2” for “sections 32 and 
33. 

Subpara. 241(4)(d)(xii) amended by. 1995, c. 11, para. 45(b), in 
force July 12, 1996, to substitute “Department of Canadian Heri- 
tage” for “Department of Communications”. 


Para. 241(4)(a), subpara. 241(4)(d)(x); and-para. 241(4)(h) amended 
by 1996, c. 23, para. 187(d), to substitute “Employment Insurance 
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Act’ for “Unemployment Insurance Act’, in force June 30, 1996. 


Para. 241(4)(1) added by 1996, c. 21, subsec. 59(1), applicable June 
20, 1996. , 


Subpara. 241(4)(d)(xiv) amended by 1995, c. 17, subsec. 45(2), to 
substitute “Federal-Provincial Fiscal Arrangements Act” for “Fed- 
eral-Provincial Fiscal Arrangements and Federal Post-Secondary 
Education and Health Contributions Act’, in force April 1, 1996. 


Subpara. 241(4)(d)(vi.1) added by 1995...@x 3,.Subsecs...01(1) and 
(3), applicable after February 21, 1994. 


Subparas. 241(4)(d)(v) and (vi) amended by 1994, c. 41) subsec. 
38(1), in force January 12, 1995. Subparas. (v) and (vi) formerly 
read: 


(v) to an official of the Department of Energy, Mines and Re- 
sources or of the government of a province solely for the pur- 
poses of the administration or enforcement of a program of 
the Government of Canada or of the province relating to the 
exploration for or exploitation of Canadian petroleum and gas 
resources, 


(vi) to an official of the government of a province that has 
received or is entitled to receive a payment referred to in this 
subparagraph, or to an official of the Department of Energy, 
Mines and Resources, solely for the purposes of the provi- 
sions relating to payments to a province in respect of the taxa- 
ble income of corporations earned in the offshore area with 
respect to the province under the Canada—Nova Scotia Off- 
shore Petroleum Resources Accord Implementation Act, 
chapter 28 of the Statutes of Canada, 1988, the Canada-New- 
foundland Atlantic Accord Implementation Act, chapter 3 of 
the Statutes of Canada, 1987, or similar Acts relating to the 
exploration for or exploitation of offshore Canadian petro- 
leum and gas resources, 


Subpara. 241(4)(d)(xi), amended by 1994, c. 38, subsec. 26(1), to 
substitute “Department of Agriculture and Agri-Food” for ““Depart- 
ment of Agriculture”, in force January 12, 1995, 


Subsec. 241(4) amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 137(1), applicable as of June 10,:1993. Subsec: (4) formerly 
read: : 


(4) Other exceptions — An official or authorized person 
may, . 


(a) in the course of the duties of the official or authorized 
person in connection with the administration or enforce- 
ment of this Act or the Petroleum and Gas Revenue Tax 
Act, 


(i) communicate or allow to be communicated to an 
official or authorized person information obtained by 
or on behalf of the Minister for the purposes of this 
Act or the Petroleum and Gas Revenue Tax Act, and 


(ii) allow an official or authorized person to inspect 
or to have access to any book, record, writing, return 
or other document obtained by or on behalf of the 
Minister for the purposes of this Act or the Petro- 
leum and Gas Revenue Tax Act; 


(b) under prescribed conditions, communicate or allow to 
be. communicated information obtained under this Act or 
the Petroleum and Gas Revenue Tax Act, or allow in- 
spection of or access to any written statement furnished 
under this Act or the Petroleum and Gas Revenue Tax 
Act, to the government of any province.in respect of 
which information and written statements obtained by the 
government of the province, for the purpose of a law of 
the province that imposes a tax similar to the tax imposed 
under this Act or the Petroleum and Gas Revenue Tax 
Act, are communicated or furnished. on a reciprocal basis 
to the Minister; 


(c) communicate or allow to be communicated informa- 
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tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act, or allow inspection of or access to any 
book, record, writing, return or other document obtained 
by or on behalf of the Minister for the purposes of this 
Act or the Petroleum and Gas Revenue Tax Act, to or by 
any person otherwise legally entitled thereto; 


(d) communicate or allow to be communicated to a tax- 
payer information obtained under this Act or the Petro- 
leum and Gas Revenue Tax Act that may reasonably be 
regarded as necessary for the purposes of determining 
any tax, interest, penalty or other amount payable by the 
taxpayer or any refund or tax credit to which the taxpayer 
is entitled under this Act or the Petroleum and Gas Reve- 
nue Tax Act; 


(e) communicate or allow to. be communicated to a tax- 
payer information obtained under this Act or the Petro- 
leum and Gas Revenue Tax Act from a transferor of prop- 
erty to the taxpayer that relates to the cost, capital cost or 
adjusted cost base to the taxpayer of the property, if, 
under any provision of this Act or the Petroleum and Gas 
Revenue Tax Act or the Income Tax Application Rules, 
the cost, capital cost or adjusted cost base is an amount 
other than the consideration paid by the taxpayer for that 
property; 

(e.1) communicate or allow to be communicated to the 
person who seeks a certification referred to in paragraph 
147.1(10)(a) the certification or a refusal to make the cer- 
tification, for the purposes of administering a registered 
pension plan; 

(f) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act 


(1) to an official of the Department of Finance solely 
for the purposes of evaluating and formulating tax 
policy, 

(ii) to an official of the Department of National Rev- 
enue, Customs and Excise, solely for the purposes of 
administering or enforcing the Customs Act, the Cus- 
toms Tariff, the Excise Tax Act or the Excise Act, 


(iii) to an official of the Department of Energy, 
Mines and Resources or to the government of a prov- 
ince solely for the purposes of administering or en- 
forcing a prescribed program of the Government of 
Canada or of the province relating to the exploration 
for or exploitation of Canadian petroleum and gas 
resources, 


(iv) to an official of the appropriate department or 
agency of the Government of Canada solely for the 
purpose of administering subsection 127(11.3) and 
the definitions “approved project” and “approved 
project property” in subsection 127(9), 


(v) to the government of a province that has received 
or is entitled to receive a payment referred to in this 
subparagraph or to an official of the Department of 
Energy, Mines and Resources solely for the purposes 
of the provisions relating to payments to a province 
in respect of the taxable income of corporations 
earned in the offshore area with respect to the prov- 
ince under the Canada—Nova Scotia Oil and Gas 
Agreement Act, chapter 29 of the Statutes of Canada, 
1984, the Canada-Newfoundland Atlantic Accord 
Implementation Act, chapter 3 of the Statutes of Can- 
ada, 1987, or similar Acts relating to the exploration 
for or exploitation of offshore Canadian petroleum 
and gas resources, and 


(vi) to an official of the Office of the Superintendent 
of Financial Institutions solely for the purpose of 
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providing the Minister with advice with respect to 
any matter relating to pension plans; 


(f.1) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act to an official of the Department of Vet- 
erans Affairs solely for the purposes of administering the 
War Veterans Allowance Act or Part XI of the Merchant 
Navy Veteran and Civilian War-related Benefits Act; 


(g) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act as to the name, address, occupation or 
size or type of business of a taxpayer to an official of a 
department or agency of the Government of Canada or of 
a province, solely for the purpose of enabling that depart- 
ment or agency to obtain statistical data for research and 
analysis; 


(h) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act to an official of the Canada Employ- 
ment Immigration Commission or the Department of Em- 
ployment and Immigration solely for the purposes of ad- 
ministering, evaluating or enforcing the Unemployment 
Insurance Act or a prescribed employment program; 


(h.1) communicate or allow to be communicated to a tax- 
payer information obtained under this Act, regarding ex- 
penses in respect of which a deduction is denied under 
subsection 18(2) or (3.1) to any other taxpayer, that is 
necessary for the purpose of determining the cost or ad- 
justed cost base, as the case may be, to the taxpayer of 
any property; 


(h.2) communicate or allow to be communicated to a tax- 
payer information obtained under this Act from a corpo- 
ration that previously owned or had an interest in prop- 
erty of the taxpayer that relates to the control of the 
corporation or the question whether the corporation was 
exempt from tax under Part I on its taxable income if it is 
necessary for the purposes of determining under this Act 
whether a gain from a disposition of the property accrued 
while the property was a property of a corporation con- 
trolled directly or indirectly in any manner whatever by 
one or more non-resident persons or of a corporation ex- 
empt from tax under Part I on its taxable income; 


(1) communicate or allow to be communicated, pursuant 
to an order made under subsection 462.48(3) of the Crim- 
inal Code, information obtained under this Act; 


(j) communicate or allow to be communicated to an offi- 
cial, solely for the purposes of administering or enforcing 
the Pension Benefits Standards Act, 1985 or a similar law 
of a province, 


(i) information obtained under this Act 


(A) as to the identity of a pension plan in respect 
of which application for registration for the pur- 
poses of this Act has, at any time, been made, 


(B) as to the names and addresses of the persons 
who are, have been or will be responsible for the 
administration of a pension plan referred to in 
clause (A), 


(C) as to the names and addresses of the employ- 
ers who participate, have participated or will par- 
ticipate in a pension plan referred to in clause 
(A), 


(D) as to the terms of a pension plan referred to 
in clause (A), a trust deed, insurance contract or 
other document relating to the funding of bene- 
fits under such a plan or an amendment or pro- 
posed amendment to such a plan or document, or 
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(E).as to the date of termination or partial termi- 
nation of a pension plan referred to in clause (A),.. 


(ii) information as to whether a pension plan is or 
was a registered pension plan, 


(iii) the date of registration of a pension plan that is 
or was a registered pension plan, or 


(iv) in the case of a pension plan the tae tuo of 
which under this Act has been tefused or revoked, 
the date of the refusal or revocation and the reason 
therefor; 


(k) communicate or allow to be communicated informa- — 
tion obtained under this Act to an official of the Depart- 
ment of Agriculture or to an official of the government of 
a province solely for the purposes of administering or en- 
forcing a program of the Government of Canada or of the 
province established under an agreement entered into 
pursuant to the Farm Income Protection Act; 


(1) communicate or allow to be communicated informa- 
tion obtained under this Act to an official of the Depart- 
ment of Communications or a member of the Canadian 
Cultural Property Export Review Board, solely for the 
purpose of administering the provisions of sections 32), 
and 33 of the Cultural Property Export and Import Act; 
or 


(m) communicate or‘allow to be communicated informa- 
tion obtained under this Act to an official or authorized 
person for the purpose of setting off against any sum of 
money that is due or payable by Her Majesty in right of 
Canada a debt due to. 


(i) Her Majesty in right of Canada, or 


(ii) Her Majesty in right of a province on account of 
taxes payable to the province where an agreement 
exists between Canada and the province under which 
Canada is authorized to collect the taxes on behalf of 
the province. 


Para. 241(4)(f.1) amended by 1994, c. 7, Sch. IV (1992, c. 24), s. 
16, to.substitute “Merchant Navy Veteran and Civilian War-related 
Benefits Act” for “Civilian War Pensions and Allowances Act”, 
deemed to have come into force July 1, 1992. 


Para. 241(4)(g) amended to substitute “size or type of business” for 
“type of business”, and “for the purpose of” for “for the purposes 
of’, and paras. (1), (m) added, by 1994, c. 7, Sch. II (1991, c.'49), 
subsecs. 190(1), (2). 


Pre-RSC History: Para. 241(4)(k) added by 1991, c. 22, s. 26, 
deemed in force April 1, 1991. 


Paras. 241(4)(e.1) and. (j)-and subpara. (f)(vi) added by 1990, c. 35, 
subsecs. 26(1) to (3), applicable after 1988. 


Para. 241(4)((iv) amended by 1990, c. 1, s. 30, to substitute “‘ap- 
propriate department or agency of the Government of Canada” for 
“Department of Regional Economic Expansion”, in force February 
231990). 


Para, 241(4)(d) substituted by 1988, c. 55, subsec. 183(1). Para. (d) 
formerly read: 


(d) communicate or allow to be communicated to a taxpayer 
information obtained under this Act or the Petroleum and 
Gas Revenue Tax Act regarding the income of his spouse or 
of any other person that is necessary for the purposes of de- 
termining any tax, interest, penalty or other amount payable 
by the taxpayer or of any refund to which he is entitled under 
this Act or the Petroleum and Gas Revenue Tax Act; 


Paras. 241(4)(h.1), (h.2) added by 1988, c. 55, subsec. 183(2). Para. 
241(4)(h.1) applicable after 1987; para: 241(4)(h.2) applicable after 
4 p.m. EDST, September 25, 1987. 


Para. 241(4)(i) added by 1988, c. 51, s. 14, applicable from January 
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1, 3939. 


Subparas. 241(4)(f)(iv), (v) added by 1987, c. 46, subsec. 68(3);" 
subpara. (iv), applicable. after June 5, 1987 and subpara. (v). applica- 
ble to 1982. et seq. 


Para. 241(4)(e) amended by 1986, c. 55, s. 77, to substitute “cost, 
capital cost or adjusted cost base” for “cost or capital cost” (in two 
places), applicable after February 25, 1986. 


Para. 241(4)(f.1) added by 1984, c. 19, s. 30, in force July 1, 1984. 
Subpara. 241(4)(f)(iii), paras. 241(4)(g), (h) added by 1980-81-82- 
83, c. 140, subsecs. 126(1), (2). 


Paras. 241(4)(d) substituted, 241(4)(e), (f) added by 1980-81- 82- 83, 
c. 48, subsec. 107(1). 


Para. 241(4)(d) added by 1978-79, c. 5, s. 9. 


Regulations: 3000 (prescribed conditions); 3001 (prescribed pro- 
grams); ‘3002 (prescribed employment programs); 8200.1 (pre- 
scribed energy conservation property for Tie Che 1)). 


Forms: T1013 — Consent ‘form. 


(4.1) Measures to prevent unauthorized use 
or disclosure — The person who presides at a le- 
gal proceeding relating to the supervision, evaluation 
or discipline of an authorized person may order such 
measures as are necessary to ensure that taxpayer in- 
formation is not used or provided to any person for 
any purpose not one to that proceeding, 
including 


(a) holding a hearing in camera; 
(b), banning the publication.of the information;, 


(c) concealing the identity of the taxpayer to 
whom the information relates; and 


(d) sealing the records of the proceeding. 


Related Provisions: 239(2.2) — Offence with respect to, confi- : 
dential information. 


History: Subsec. 241(4.1) added by. 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 137(1). 


(5) Disclosure to taxpayer or on consent — 
An official may provide taxpayer information relat- 
ing to a taxpayer 

(a) to the taxpayer; and 


(b) with the consent of the taxpayer, to any other 
person. 

Related Provisions: 241(4)(j)— Disclosure to taxpayer 

permitted. 

History: Subsec. 241(5) amended by 1994, c. 7, Sch: VHI (1993, c. 

24), subsec. 137(1). Subsec. (5) formerly read: 
(5) Return of copy of books, etc. — Notwithstanding any- 
thing in this section, the Minister may permit a copy of any 
book, record, writing, return or other document obtained by 
or on behalf of the Minister for the purposes of this Act or the 
Petroleum and Gas Revenue Tax Act to be given to the person 
from whom the book, record, writing, return or other docu- 
ment was obtained or the legal representative of that person, 
or to the agent of that person or of the legal representative 
authorized in writing in that behalf. 


Forms: T1013 — Consent form. 


(6) Appeal from order or direction — An order 
or direction that is made in the course of or in con- 
nection with any legal proceedings and that: requires 
an official or authorized. person to give or produce 
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evidence relating to any taxpayer information may, 
by notice served on all interested parties, be ap- 
pealed forthwith by the Minister or by the person 
against whom the order or direction is made to 


(a) the court of appeal of the province in which 
the order or direction is made, in the case of an 
order or direction made by a court or other tribu- 
nal established by or pursuant to the laws of the 
province, whether or not that court or tribunal is 
exercising a jurisdiction conferred by the laws of 
Canada; or 


(b) the Federal Court of Appeal, in the case of an 
order or direction made by a court or other tribu- 
nal established by or pursuant to the laws of 
Canada. 

History: That portion of subsec. 241(6) preceding para. (a) 


amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 137(2). That 
portion formerly read: 


(6) Appeal from.order or direction — An order or direction 
made in the course of or in connection with any legal pro- 
ceedings requiring an official or authorized person to give ev- 
idence relating to any information or produce any book, re- 
cord, writing, return or other document obtained by or on 
behalf of the Minister for the purposes of this Act or the Pe- 
troleum and Gas Revenue Tax Act, may, by notice served on 
all interested parties, be appealed forthwith by the Minister or 
by the person against whom the order or direction is made to 


(7) Disposition of appeal — The court to which 
an appeal is taken pursuant to subsection (6) may al- 
low the appeal and quash the order or direction ap- 
pealed from or dismiss the appeal, and the rules of 
practice and procedure from time to time governing 
appeals to the courts shall apply, with such modifica- 
tions as the circumstances require, to an appeal insti- 
tuted pursuant to that subsection. 


(8) Stay of order or direction — An appeal insti- 
tuted pursuant to subsection (6) shall stay the opera- 
tion of the order or direction appealed from until 
judgment is pronounced. 


(9) [Repealed under former Act] 


Pre-RSC History: Subsec. 241(9) repealed by 1988, c. 55, subsec. 
183(3). Subsec. 241(9) formerly read: 


(9) Offence — Every person 


(a) who, being an official or authorized person, contra- 
venes subsection (1), or 


(b) to whom information has been provided pursuant to 
subsection (4) who uses, communicates or allows to be 
communicated such information for any purpose other 
than that for which it was provided, 


is guilty of an offence and is liable on summary conviction to 
a fine not exceeding $1,000 or to imprisonment for a term not 
exceeding 2 months or to both such fine and imprisonment. 


Subsec. 241(9) substituted by 1980-8 1-82-83, c. 48, subsec. 107(2). 
(10) Definitions — In this section, 


“authorized person” means a person who is en- 
gaged or employed, or who was formerly engaged or 
employed, by or on behalf of Her Majesty in right of 
Canada to assist in carrying out the provisions of this 


Income Tax Act 


Act, the Canada Pension Plan or the Employment 
Insurance Act; 


Related Provisions: 241(11)— Meaning of “this Act”. 


History: The definition of “authorized person” in subsec. 241(10) 
amended by 1996, c. 23, para. 187(d), to substitute “Employment 
Insurance Act’ for the “Unemployment Insurance Act’, in force 
June 30, 1996. 


“Authorized person” in subsec. 241(10) amended by 1994, c. 7, 
Sch. VII (1993, c. 24), subsec. 137(3). That definition formerly 
read: 


“authorized person” means any person engaged or employed, 
or formerly engaged or employed, by or on behalf of Her 
Majesty in right of Canada or a province to assist in carrying 
out the purposes and provisions of this Act or the Petroleum 
and Gas Revenue Tax Act; 


“business number” means the number (other than a 
Social Insurance Number) used by the Minister to 
identify 

(a) a corporation or partnership, or 


(b) any other association or taxpayer that carries 
on a business or is required by this Act to deduct 
or withhold an amount from an amount paid or 
credited or deemed to be paid or credited under 
this Act; 


History: The definition “business number” added to subsec. 
241(10) by 1996, c. 21, subsec. 59(2), applicable June 20, 1996. 


“court of appeal’’ has the meaning assigned by the 
definition “court of appeal” in section 2 of the Crim- 
inal Code; 

History: “Court of appeal” in subsec. 241(10) amended by 1994, c. 


7, Sch. VIII (1993, c. 24), subsec. 137(3). That definition formerly 
read: 


“court of appeal” has the meaning assigned by paragraphs (a) 
to (j) of the definition “court of appeal” in section 2 of the 
Criminal Code; 


“official’’ means any person who is employed in the 
service of, who occupies a position of responsibility 
in the service of, or who is engaged by or on behalf 
of, 


(a) Her Majesty in right of Canada or a province, 
or 


(b) an authority engaged in administering a law 
of a province similar to the Pension Benefits 
Standards Act, 1985, 
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or any person who was formerly so employed, who 
formerly occupied such a position or who was for- 
merly so engaged; 


History: “Official” in subsec. 241(10) amended by 1994, c.7, Sch. 
VII (1993, c..24), subsec. 137(3). That definition formerly read: 


“official” means any person employed in or occupying a posi- 
tion of responsibility 


(a) in the service of Her Majesty in right of Canada or.a 
province, or 

(b) in the service of an authority engaged in administer- 
ing a law of a province similar to. the Pension Benefits 
Standards Act, 1985 


or any person formerly so employed or formerly occupying a 
position therein. 


Application Policies: SR&ED 95-04: Conflict of interest. 


“taxpayer information” means information of any 
kind and in any form relating to one or more taxpay- 
ers that is 


(a) obtained by or on behalf of the Minister for 
the purposes of this Act, or 


(b) prepared from information referred to in para- 
graph (a), 
but does. not include information that does not di- 


rectly or indirectly reveal the identity of the taxpayer 
to whom it relates. 


Related Provisions: 122.64(1) — Confidentiality of information; 
241(11) — Meaning of “this Act”. 


History: “Taxpayer information” added to subsec. 241(10) by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 137(3). 


Pre-RSC History: The definition “authorized person” was para. 
241(10)(b); “court of appeal”, para. 241(10)(c); “official”, para. 
241(10)(a). 


Para. 241(10)(a) amended by 1990, c. 35, subsec. 26(4), to split off 
subpara. (i) and add subpara. (ii), applicable after 1988. 


Paras. 241(10)(a), (b) amended by 1987, c. 46, subsec. 68(4), to 
substitute in paras. (a), (b), “Her Majesty in right of Canada or a 
province” for “Her Majesty”, applicable after February 18, 1987. 


(11) PGRT Act references — The references in 
subsections (1), (3), (4) and (10) to “this Act’ shall 
be read as references to “this Act or the Petroleum 
and Gas Revenue Tax Act’. 


History: Subsec. 241(11) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 137(3). 


Pre-RSC History [s. 241]: By 1980-81-82-83, c. 68, s. 117 wher- 
ever the expression “this Act” appears in s. 241 there shall in-each 
case be substituted therefor the expression “this Act or the Petro- 
leum and Gas Revenue Tax Act”. 


‘Selected Cases [s. 241]: Page v. Canada, [1996] 1 C.T:C. 2697 
(TCC) (Minister ordered to produce records, but not tax returns, re- 
lating to decision not to assess other directors); Crestbrook Forest 
Industries v. Canada, [1991] 2 C.T.C. 195 (FCTD); aff’d [1992] 1 
C.T.C. 100 (FCA) (Confidential documents used by Minister as ba- 
sis for assessment to be disclosed to taxpayer, even where supplied 
by other taxpayers who object to production); Diversified Holdings 
Ltd. v. Canada, [1991] 1 C.T.C. 118 (FCA) (Docket notations made 
by collection investigation officers on internal self-generated docu- 
ments not based on information given to Revenue Canada under the 
Act not confidential); Tyler v. MNR, [1991] 1 C.T.C. 13 (FCA) 
(Minister prohibited from communicating information obtained 
under provision to RCMP during period in which drug trafficking 


Definitions [s. 241]: 


S. 244(2) 


charges remained outstanding). 


“adjusted cost base” — 54, 248(1); 
ized person” — 241(10); “business” — 248(1); 
ber” — 241(10; “Canada” — 255; “corporation” — 248(1), Inter- 
pretation Act 35(1); “court of appeal” — 241(10); “employed”, 
“employer”, “Minister”, “Newfoundland olishore area’, “non-resi- 
dent” — 248(1); “official” — 241(10); “person”, “prescribed”, 
“property” — 248(1); “province” — Interpretation Act 35(1); “reg- 
istered pension plan” — 248(1); “taxable income” — 2(2), 248(1); 
“taxpayer” — 248(1); “taxpayer information” — 241(10); “this 
Act” — 241(11); “writing” — Interpretation Act 35(1). 


“author- 
“business num- 


242. Officers, etc., of corporations — Where a 
corporation commits an offence under this Act, any 
officer, director or agent of the corporation who di- 
rected, authorized, assented to, acquiesced in or par- 
ticipated in the commission of the offence is a party 
to and guilty of the offence and is liable on convic- 
tion to the punishment. provided for the offence 
whether or not the corporation has been prosecuted 
or convicted. 


Related Provisions: 227.1 — Liability. of directors; 236 — Cor- 
porate directors and officers entitled to execute documents. 


Selected Cases [s. 242]: Chilton Insurance Consultation Inc. v. 
Canada, [1996] 2 C.T.C. 185 (Sask. Ct. QB) (Company struck off 
provincial Register still liable to file tax returns; director personally 
liable to penalty); The Queen v. Swendson, [1987] 2.C.T.C. 199 
(Alta. QB) (Although Crown need.not prove mens rea, it must es- 
tablish corporation’s guilt and defendant’s participation). 


Definitions: “corporation” — 248(1), Interpretation Act 35(1). 
Information Circulars: 73-10R3: Tax evasion. 


243. Power to decrease punishment — Not- 
withstanding the Criminal Code or any other statute 
or law in force on June 30, 1948, the court has, in 
any prosecution or proceeding under this Act, no 
power to impose less than the minimum fine or im- 
prisonment fixed by this Act or to suspend sentence. 


Procedure and Evidence 


244. (1) Information or complaint — An infor- 
mation or complaint under this Act may be laid or 
made by any officer of the Department of National 
Revenue, by a member of the Royal Canadian 
Mounted Police or by any person thereto authorized 
by the Minister and, where an information or com- 
plaint purports to have been laid or made under this 
Act, it shall be deemed to have been laid or made by 
a person thereto authorized by the Minister and shall 
not be called in question for lack of authority of the 
informant or complainant except by the Minister or 
by a person acting for the Minister or Her Majesty. 


(2) Two or more offences — An information or 
complaint in respect of an offence under this Act 
may be for one or more offences and no information, 
complaint, warrant, conviction or other proceeding 
in a prosecution under this Act is objectionable or 
insufficient by reason of the fact that it relates to two 
or more offences. 
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(3) Venue — An information or complaint in re- 
spect of an offence under this Act may be heard, 
tried or determined by any court, judge or justice if 
the accused is resident, carrying on business, found 
or apprehended or is in custody within the territorial 
jurisdiction of the court, judge or justice, as the case 
may be, although the matter of the information or 
complaint did not arise within that jurisdiction. 


(4) Limitation period — An information or com- 
plaint under the provisions of the Criminal Code re- 
lating to summary convictions, in respect of an of- 
fence under this Act, may be laid or made at any 
time but not later than 8 years after the day on which 
the matter of the information or complaint arose. 


Pre-RSC History: Subsec. 244(4) substituted by 1988, c. 55, 
subsec. 184(1). Subsec. 244(4) formerly read: 
(4) Limitation of prosecutions — An information or com- 
plaint under the provisions of the Criminal Code relating to 
summary convictions, in respect of an offence under this Act, 
may be laid or made on or before a day 5 years from the time 
when the matter of the information or complaint arose or 
within one year from the day on which evidence, sufficient in 
the opinion of the Minister to justify a prosecution for the of- 
fence, came to his knowledge, and the Minister’s certificate 
as to the day on which such evidence came to his knowledge 
is conclusive evidence thereof. 
Selected Cases [subsec. 244(4)]: Giles v. Print Three et al., 
[1988] 1 C.T.C. 1 (Ont. SC) (Subpoena issued against director of 
taxation upheld because his testimony relevant to interpretation of 
provision and application of Charter); Smerchanski v. MNR, [1976] 
C.T.C. 488 (SCC) (Taxpayer who settled with Crown to avoid pros- 
ecution not permitted to impugn settlement on grounds of duress 
subsequent to expiry of limitation period). 


(5) Proof of service by mail — Where, by this 
Act or a regulation, provision is made for sending by 
mail a request for information, notice or demand, an 
affidavit of an officer of the Department of National 
Revenue, sworn before a commissioner or other per- 
son authorized to take affidavits, setting out that the 
officer has knowledge of the facts in the particular 
case, that such a request, notice or demand was sent 
by registered letter on a named day to the person to 
whom it was addressed (indicating the address) and 
that the officer identifies as exhibits attached to the 
affidavit the post office certificate of registration of 
the letter or a true copy-of the relevant portion 
thereof and a true copy of the request, notice or de- 
mand, shall, in the absence of proof to the contrary, 
be received as evidence of the sending and of the re- 
quest, notice or demand. 


Related Provisions: 244(14) — Mailing date deemed to be date 
of notice; 248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 244(5) substituted by 1977-78, c. 32, s. 
53, applicable after December 31, 1978. Subsec. 244(5) formerly 
read: 


(5) Where, by this Act or a regulation, provision is made for 
sending by mail a request for information, notice or demand, 
an affidavit of an officer of the Department of National Reve- 
nue sworn before a commissioner or other person authorized 
to take affidavits setting out that he has charge of the appro- 
priate records, that he has knowledge of the facts in the par- 
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ticular case, that such a request, notice or demand was sent by 
registered letter on a named day to the person to whom it was 
addressed (indicating such address) and that he identifies as 
exhibits attached to the affidavit the post office certificate of 
registration of the letter or a true copy of the relevant portion 
thereof and a true copy of the request, notice or demand shall 
be received as prima facie evidence of the sending and of the 
request, notice or demand. 


(6) Proof of personal service — Where, by this 
Act or a regulation, provision is made for personal 
service of a request for information, notice or de- 
mand, an affidavit of an officer of the Department of 
National Revenue sworn before a commissioner or 
other person authorized to take affidavits setting out 
that the officer has knowledge of the facts in the par- 
ticular case, that such a request, notice or demand 
was served personally on a named day on the person 
to whom it was directed and that the officer identi- 
fies as an exhibit attached to the affidavit a true copy 
of the request, notice or demand, shall, in the ab- 
sence of proof to the contrary, be received as evi- 
dence of the personal service and of the request, no- 
tice or demand. 

Pre-RSC History: Subsec. 244(6) substituted by 1977-78, c. 32, s. 


53, applicable after December 31, 1978. Subsec. 244(6) formerly 
read: 


(6) Where, by this Act or a regulation, provision is made for 
personal service of a request for information, notice or de- 
mand, an affidavit of an officer of the Department of National 
Revenue sworn before a commissioner or other person au- 
thorized to take affidavits setting out that he has charge of the 
appropriate records, that he has knowledge of the facts in the 
particular case, that.such a request, notice or demand was 
served personally on a named day on the person to whom it 
was directed and that he identifies as an exhibit attached to 
the affidavit a true copy of the request, notice or demand shall 
be received as prima facie evidence of the personal service 
and of the request, notice or demand. 


(7) Proof of failure to comply — Where, by this 
Act or a regulation, a person is required to make a 
return, statement, answer or certificate, an affidavit 
of an officer of the Department of National Revenue, 
sworn before a commissioner or other person author- 
ized to take affidavits, setting out that the officer has 
charge of the appropriate records and that after a 
careful examination and search of those records the 
officer has been unable to find in a given case that 
the return, statement, answer or. certificate, as the 
case may be, has been made by that person, shall, in 
the absence of proof to the contrary, be received as 
evidence that in that case that person did not make 
the return, statement, answer or certificate, as the 
case may be. 

Selected Cases [subsec. 244(7)]: Maritime Construction Ltd. 
v. Canada, [1989] 1 C.T.C. 306 (N.B. QB) (Appeals from convic- 


tions for failing to file returns allowed where trial judge refused to 
allow cross-examination on affidavits taken under provision). 


(8) Proof of time of compliance — Where, by 
this Act or a regulation, a person is required to make 
a return, statement, answer or certificate, an affidavit 
of an officer of the Department of National Revenue, 
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sworn before a commissioner or other person author- 


ized to take affidavits, setting out that the officer has 
charge of the appropriate records and that after care- 
ful examination of those records the officer has 
found that the return, statement, answer or certificate 
was filed or made on a particular day, shall, in the 
absence of proof to the contrary, be received as evi- 


dence that it was filed or made on that day and not 


prior thereto. 


(9) Proof of documents — An affidavit of an of- 
ficer of the Department of National Revenue, sworn 
before a commissioner or other person authorized to 
take affidavits, setting out that the officer has charge 
of the appropriate records and that a document an- 
nexed thereto is a document or true copy of a docu- 
ment made by or on behalf of the Minister or a‘per- 
son exercising the powers of the Minister or by or on 
behalf of a taxpayer, shall, in the absence of proof to 


the contrary, be received as evidence of the nature 


and contents of the document and shall be admissible 
in evidence and have the same probative force as the 
original document would have if it had been proven 
in the ordinary way. 


Related Provisions: 231.5(1)— Copy of document seized or 
examined may be used in court proceedings. | 


(10) Proof of no appeal — An affidavit of an of- 
ficer of the Department of National Revenue, sworn 


before a commissioner or other person authorized to 


take affidavits, setting out that the officer has charge 
of the appropriate records and has knowledge of the 
practice of the Department and that an examination 
of the records shows that a notice of assessment for a 
particular taxation year or a notice of determination 
was mailed or otherwise communicated to a taxpayer 


on a particular day pursuant to this Act and that, af- | 


S. 244(13) 


ter careful examination and search of those records, 
the officer has been unable to find that a notice of 
objection or of appeal from the assessment or deter- 
mination or a request under subsection 245(6), as the 
case may be, was received within the time allowed 
therefor, shall, in the absence of proof to the con- 
trary, be received as evidence of the statements con- 
tained therein. 


Pre-RSC History: Subsec. 244(10) substituted by 1988, c. 55, 
subsec. 184(1.1). Subsec. 244(10) formerly read: 


(10) Proof of no appeal — An affidavit of an officer of the 
Department of National Revenue, sworn before a commis- 
sioner or other person authorized to take affidavits, setting 
out that he has charge of the appropriate records and has 
knowledge of the practice of the Department and that an ex- 
amination of the records shows that a notice of assessment for 
a particular taxation year was mailed or otherwise communi- ° 
cated to a taxpayer on a particular day pursuant to this Act 
and that, after careful examination and search of the records, 
he has ‘been unable to find that a notice of objection or of 
appeal from the assessment: was received within the time al- 
lowed therefor, shall be received as prima facie evidence of 
the statements contained therein. 


(11) Presumption — Where evidence is offered 
under this section by an affidavit from which it ap- 
pears that the person making the affidavit is an of- 
ficer of the Department of National Revenue, it is 
not necessary to prove the person’s signature or that 


the person is such an officer nor is it necessary to 


prove the signature or official character of the person 
before whom the affidavit was sworn. 


(12) Judicial notice — Judicial notice shall.be 
taken of all orders or regulations made under. this 
Act without those orders .or regulations being spe- 
cially pleaded or. proven. 


(13) Proof of documents — Every document pur- 
porting to be an order, direction, demand, notice, 
certificate, requirement, decision, assessment, dis- 
charge of mortgage or other document purporting to 
have been executed under, or in the course of admin- 
istration or enforcement of, this Act over the name in 
writing of the Minister, the Deputy Minister of Na- 
tional Revenue or any officer authorized by regula- 
tion to exercise powers or perform duties of the Min- 
ister under this Act shall be deemed to be a 
document signed, made and issued by the Minister, 
the Deputy Minister or the officer unless it has been 
called in question by the Minister or by a person act- 
ing for the Minister or Her Majesty. 
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uty Minister or the officer u 
in question by the Minister 
for the Minister or He > Maje 
Application: Bill C-69 
oe by to pegs as above, 


History: “Deputy Minister of National Revenue” substituted for 
“Deputy Minister of National Revenue for Taxation” in subsec. 
244(13), by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


(13.1) [Repealed] 


History: Subsec. 244(13.1) repealed by 1994, c. 13, s. 10, applica- 
ble May 12, 1994. Subsec. (13.1) formerly read: 


(13.1) Revenue Canada, Taxation — The words “Revenue 
Canada, Taxation” and the words “Revenu Canada (Impét)” 
in any document issued or executed under or in the course of 
the administration or enforcement of this Act over the name 
in writing of the Minister, the Deputy Minister of National 
Revenue for Taxation or any officer authorized by regulation 
to exercise powers or perform duties of the Minister under 
this Act are deemed to be a reference to the “Department of 
National Revenue” and “‘ministére du Revenu national’. 


Department of National Revenue Act (as amended by 
1994, c. 13) s. 3.1:: 


3.1 Either or both of the expressions “Revenue Canada” and 
“Revenu Canada” may be used to refer to the Department of 
National Revenue. 


Pre-RSC History: Subsec. 244(13.1) added by 1980-81-82-83, c._ 


140, s. 127, applicable after November 12, 1981. 


(14) Mailing date — For the purposes of this Act, 
the day of mailing of any notice or notification de- 
scribed in subsection 149.1(6.3), 152(4) or 166.1(5) 
or of any notice of assessment shall be presumed to 
be the date of that notice or notification. 
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Related Provisions: 244(5) — Proof of service by. mail; 
244(15) — Assessment deemed made on date of mailing; 
248(7)(a) — Mail deemed received on day mailed. 


History: Subsec. 244(14) amended by.1994,-c. 7, Sch. II (1991, c. 
49), subsec. 191(1), to substitute “152(4) or 166.1(5)” for “152(4), 
192(8) or 194(7)”. 


Pre-RSC History: Subsec. 244(14) amended by 1988, c. 55, sub- 
sec. 184(2), to substitute “described in subsection 149.1(6.3), 
152(4), 192(8) or 194(7)” for “described in subsection 110(8.1) or 
(8.2), 152(4), 164(1.2), 192(8), 194(7) or 225.2(1)”, applicable to 
1988 et seq., except that in applying subsec. 244(14) to that part of 
the 1988 taxation year that is before September 13, 1988 the refer- 
ence therein to “subsection 149.1(6.3), 152(4), 192(8) or 194(7)” 
shall be read as a reference to “subsection 149.1(6.3), 152(4), 
164(1.2), 192(8), 194(7) or 225.2(1)”. 


Subsec. 244(14) substituted by 1985, c. 45, subsec. 121(1). Subsec. 
244(14) formerly read: 


(14) Mailing date — For the purposes of this Act, the day of 
mailing of any notice of assessment or notification described 
in subsection 110(8.1), (8.2), 152(4), 192(8) or 194(7) shall, 
in the absence of any evidence to the contrary, be deemed to 
be the day appearing from such notice or notification to be 
the date thereof unless called in question by the Minister or 
by some person acting for him or Her Majesty. 


Subsec. 244(14) substituted by 1984, c. 45, s. 90, to add reference to 
subsecs. 110(8.1), (8.2), applicable to taxation years commencing 
after 1983. 


Subsec. 244(14) substituted by 1984, c. 1, s. 103, applicable to 1983 
et seq., to add “192(8) or 194(7)”. 


(15) Date when assessment made — Where 
any notice of an assessment has been sent by the 
Minister as required by this Act, the assessment shall 
be deemed to have been made on the day of mailing 
of the notice of the assessment. 
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Related Provisions: 244(5)— Proof of service by mail; 
244(14) — Date of mailing presumed to be date of notice. 


(16) Forms prescribed or authorized — Every 


form purporting to be a form prescribed or author- 
ized by the Minister shall be deemed to be a form 
authorized under this Act by the Minister unless 
called in question by the Minister or by a person act- 
ing for the Minister or Her Majesty.’ 


History: Subsec. 244(16) substituted by 1994, c. 7, Sch. II (1991, | 


c. 49), subsec. 191(2). Subsec. 244(16) formerly read: 


(16) Forms prescribed or authorized — Every form pur- 
porting to be a form prescribed or authorized by the Minister 
shall be deemed to be a form prescribed by order of the Min- 
ister under this Act unless called in question by the Minister 
or some person acting for him or Her Majesty. 


Selected Cases [subsec. 244(16)]: Cal Investments Ltd. v. 
Canada, [1990] 2 C.T.C. 418 (FCTD) (Waiver on prescribed form 
was valid even though missing corporate seal). 


(17) Proof of return. in prosecution for of- 
fence — In any prosecution for,an offence under 
this Act, the production of a return, certificate, state- 
ment or answer required by or under this Act or a 
regulation, purporting to have been filed or delivered 
by or, on behalf of the person charged with the of- 
fence or to have been made or signed by or on behalf 
of that person shall, in the absence of proof to the 
contrary, be received as evidence that the return, cer- 
tificate, statement or answer was filed or delivered, 
or was made or signed, by or on. behalf of that 
person. 


(18) Idem, in proceedings under Division J of 
Part |— In any proceedings under Division J of 
Part I, the production of ‘a return, certificate, state- 
ment or answer required by or under this Act or a 
regulation, purporting to have been filed or deliv- 
ered, or to have been made or signed, by or on behalf 
of the taxpayer shall in the absence of proof to the 
contrary be received as evidence that the return,.cer- 
tificate, statement or answer was filed or delivered, 
or was made or signed, by or on behalf of the 
taxpayer. 


(19) Proof of statement of non-receipt — In 
any prosecution for an offence under this Act, an:af- 
fidavit of an officer of the Department of National 
Revenue, sworn before a commissioner or other per- 
son authorized to take affidavits, setting out that the 
officer has charge of the appropriate records and that 
an examination of the records shows that an amount 
required under this Act to be remitted to the Re- 
ceiver General on account of tax for a year has not 
been received by the Receiver General, shall, in the 
absence of proof to the contrary, be received as evi- 
dence of the statements contained therein. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c.:48, s. 115. 


S. 245(1) 


(20) Members of partnerships — For the pur- 
poses of this Act, 


(a) a reference in any notice or other document to 
the firm name of a partnership shall be read as as 
a reference to all the members thereof; and 


(b) any notice or other document shall be deemed 
to have been provided to each member of a part- 
nership if the notice or other document is mailed 
to, served on or otherwise sent to the partnership 


(i) at its latest known address or place of busi- 
ness, or 


(ii) at the latest known address 


(A) where it is a limited partnership, of 
any member thereof whose liability as a 
member is not limited, or 


(B) in any other case, of any member 
thereof. 


Related Provisions: 96(3)— Election by members; 224(6) — 
Service of garnishment notice on partnership. 


History: Subsec. 244(20) added by 1994, c. 7, Sch. II (1991, C. 49), 
subsec. LONG) ar 


(21) Proof of return filed — For the purposes of 
this Act, a document presented by the Minister pur- 
porting to be a print-out of the information in respect 
of a taxpayer received under section 150.1 by the 
Minister from a person shall be received as evidence 
and, in the absence of evidence to the contrary, is 
proof of the return filed by the person under that 
section. 


History: Subsec. 244(21) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 138, applicable to 1992 et seq. 


(22) Filing of information returns — Where a 
person who is required by this Act or a regulation to 
file an information return in prescribed form with the 
Minister meets the criteria specified in writing by the 
Minister, the person may at any time file the infor- 
mation return with the Minister by way of electronic 
filing (within the meaning assigned by subsection 
150.1(1)) and the person shall be deemed to have 
filed the information return with the Minister at that 
time, and a document presented by the Minister pur- 
porting to be a print-out of the information so re- 
ceived by the Minister shall be received as evidence 
and, in the absence of evidence to the contrary, is 
proof of the information return so deemed to have 
been filed. 


History: Subsec. 244(22) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 138, applicable after 1991. 


Definitions [s. 244]: “assessment”, “business” — 248(1); “day of 
mailing” — 244(14); “Minister”, “person”, “prescribed”, “regula- 
tion” — 248(1); “taxation year” — 249; “taxpayer” — 248(1); 


“writing” — Interpretation Act 35(1). 
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245. (1) Definitions — In this section, 
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“tax benefit”’ means a reduction, avoidance or defer- 
ral of tax or other amount payable under this Act or 
an increase in a refund of tax or other amount under 
this Act; 

Advance Tax Rulings: ATR-41: Convertible preferred shares; 
ATR-44: Utilization of deductions and credits within a related cor- 
porate group. 


“tax consequences” to a person means the amount 
of income, taxable income, or taxable income earned 
in Canada of, tax or other amount payable by or re- 
fundable to the person under this Act, or any other 
amount that is relevant for the purposes of comput- 
ing that amount; 


“transaction” includes an arrangement or event. 


Selected Cases [subsec. 245(1)]: Foremanet et al. v MNR, 
[1996] 1 C.T.C. 265 (FCTD) (Statutory language required where 
“series” of transactions. attacked); Fording Coal Ltd. v. Canada, 
[1996] 1 C.T.C. 230 (FCA) (Successor rules construed from per- 
spective of normal business practice and public purpose in deter- 
mining artificiality. (Majority decision)). 


(2) General anti-avoidance provision — Where 
a transaction is an avoidance transaction, the tax 
consequences to a person shall be determined as is 
reasonable in the circumstances in order to deny.a 
tax benefit that, but for this section, would result, di- 
rectly or indirectly, from that transaction or from a 
series of transactions that includes that transaction. 


Related Provisions: 56(2) — Indirect payments; 246 — Benefit 
conferred on a person; 248(10) — Series_of transactions. 
Selected Cases [subsec. 245(2)]: Husky Oil Ltd. v. Canada, 
[1995] 1 C.T.C. 460 (FCA); [1995] 1 C.T.C. 2184 (TCC) (Tax ben- 
efit was obtained, but not “conferred” by arm’s length party; provi- 
sion inapplicable. Appeal to FCA dismissed.). 

Interpretation Bulletins: IT-489R: Non-arm’s length sale of 
shares to a corporation. ; 
Information Circulars: 88-2 and Supplement: General anti- 
avoidance rule — section 245 of the Income Tax Act. 

I.T. Technical News: No. 3 (loss utilization within a corporate 
group). 

Advance Tax Rulings: ATR-41: Convertible preferred shares; 
ATR-42: Transfer of shares; ATR-43: Utilization of a non-resident- 
owned investment corporation as. a holding: corporation; ATR-44: 
Utilization of deductions and credits within a related corporate 
group; ATR-47: Transfer of assets to Realtyco; ATR-50: Structured 
settlement; ATR-53: Purification of a small business corporation; 
ATR-54: Reduction of paid-up capital; ATR-55: Amalgamation fol- 
lowed by sale of shares; ATR-56: Purification of a family farm cor- 
poration; ATR-57: Transfer of property for estate planning pur- 
poses; ATR-58: Divisive reorganization; ATR-60: Joint exploration 
corporations; ATR-66: Non-arm’s length transfer of debt followed 
by a winding-up and a sale of shares. 


(3) Avoidance transaction — An avoidance 
transaction means any transaction 


(a) that, but for this section, would result, directly 
or indirectly, in a tax benefit, unless the transac- 
tion may reasonably be considered to have been 
undertaken or arranged primarily for bona fide 
purposes other than to obtain the tax benefit; or 


(b) that is part of a series of transactions, which 
series, but for this section, would result, directly 
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or indirectly, in a tax benefit, unless the transac- 
tion may reasonably be considered to have been 
undertaken or arranged primarily for bona fide 
purposes other than to obtain the tax benefit. 
Related Provisions: 248(10) — Series of transactions. 
Selected Cases [subsec. 245(3)]: McNichol v. Canada, {1997} 


2 C.T.C. 2088 (TCC) (Choice of one method of accomplishing 
transaction over another resulted in tax benefit). 


Information Circulars: 88-2 and Supplement: General anti- 
avoidance rule — section 245 of the Income Tax Act. 


Advance Tax Rulings: ATR-41: Convertible preferred shares; 
ATR-42: Transfer of shares; ATR-44: Utilization of deductions and 
credits within a related corporate group; ATR-54: Reduction of 
paid-up capital; ATR-55: Amalgamation followed by sale of shares; 
ATR-56: Purification of a family farm corporation; ATR-57: Trans- 
fer of property for estate planning purposes; ATR-58: Divisive 
reorganization. 


(4) Where subsec. (2) does not apply — For 
greater certainty, subsection (2) does not apply to a 
transaction where it may reasonably be considered 
that the transaction would not result directly or indi- 
rectly in a misuse of the provisions of this Act or an 
abuse having regard to the provisions of this Act, 
other than this section, read as a whole. 

I.T. Technical News: No. 9 (loss consolidation within a corporate 
group). 

Advance Tax Rulings: ATR-42: Transfer of shares; ATR-44: 
Utilization of deductions and credits within a related corporate 
group; ATR-54: Reduction of paid-up capital; ATR-55: Amalgama- 
tion followed by sale of shares; ATR-56: Purification of a family 
farm corporation; ATR-58: Divisive reorganization. 


(5) Determination of tax consequences — 
Without restricting the generality of subsection (2), 


(a) any deduction in computing income, taxable 
income, taxable income earned in Canada or tax 
payable or any part thereof may be allowed. or 
disallowed in whole or in part, 


- (b) any such deduction, any income, loss or other 
amount or part thereof may be allocated to any 
person, 


(c) the nature of any payment or other amount 
may be recharacterized, and 


(d) the tax effects that would otherwise result 
from the application of other provisions of this 
Act may be ignored, 


in determining the tax consequences to a person as is 
reasonable in the circumstances in order to deny a 
tax benefit that would, but for this section, result, di- 
rectly or indirectly, from an avoidance transaction. 


(6) Request for adjustments — Where with re- 
spect to a transaction 


(a) a notice of assessment, reassessment or addi- 
tional assessment involving the application of 
subsection (2) with respect to the transaction has 
been sent to a person, or 


(b) a notice of determination pursuant to subsec- 
tion 152(1.11) has been sent to a person with re- 
spect to the transaction, 


1798 


Part XVI — Tax Avoidance 


any person (other than a person referred to in para- 
graph (a) or (b)) shall be entitled, within 180. days 
after the day of mailing of the notice, to request in 
writing that the, Minister make an assessment, reas- 
sessment or additional assessment applying subsec- 
tion (2) or make'a determination applying subsection 
152(1.11) with respect to that transaction. 

Related Provisions: 166.1 — Extension of time by Minister; 


167(1) — Application to Tax Court of Canada for time extension; 
244(10) — Proof that no, notice of objection filed. 


(7) Exception — Notwithstanding any other provi- 
sion of this Act, the tax consequences to any person, 
following the application, of. this section, shall only 
be determined through a notice of assessment, reas- 
sessment, additional assessment or determination 
pursuant to subsection 152(1.11) involving the appli- 
cation of this section. 


Forms: T1008: Notice of determination/redetermination. 


(8) Duties of Minister — On receipt of a request 
by a person under subsection (6), the Minister shall, 
with all due dispatch, consider the request and, not- 
withstanding subsection 152(4), assess, reassess or 
make an additional assessment or determination. pur- 
suant to subsection 152(1.11) with respect to that 
person, except that an assessment, reassessment, ad- 
ditional assessment or determination may be made 
under this subsection only to the extent that it may 
reasonably be regarded as relating to the transaction 
referred to in subsection (6): . 

Related Provisions: 165(1.1) — Limitation of right to object to 
assessments or redetermination; 169(2)(a) — Limitation of right to 
appeal. 

Pre-RSC History [s. 245]: S. 245 substituted by 1988, c. 55, s. 


185, applicable with respect to transactions entered into. on or after 
September 13,'1988 other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10), commencing 
before September 13, 1988 and completed before 1989, or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


S. 245 formerly read: 


245. (1) Artificial transactions — In computing income for 
the purposes of this Act, no deduction may be made in re- 
spect of a disbursement or expense made or incurred in re- 
spect of a transaction or operation that, if allowed, would un- 
duly or artificially reduce the income. 


(1.1) Idem — Where it may reasonably be considered that 
one of the purposes of a series of transactions or events is that 
an individual convert into a capital gain from the disposition 
of property an amount that would 


(a) but for one or more of such transactions or events in 
the series, or 

(b) on a disposition by him of property in respect of 
which the property is a substituted property 


otherwise have been received by the individual’and included 
in computing his income under paragraph 3(a), no amount 


S. 245 


shall be deducted by the individual under section 110.6 in re- 
spect of that capital gain. 


(2) Indirect payments or transfers — Where the result of 
one or more sales, exchanges, declarations of trust, or other 
transactions of any kind whatever is that a person confers a 
benefit on a taxpayer, that person shall be deemed to have 
made a payment to the taxpayer equal to the amount of the 
benefit conferred notwithstanding the form or legal effect of 
the. transactions or that one or more other persons were also 
parties. thereto; and, whether or not there was an intention to 
avoid or evade taxes under this Act, the payment shall, de- 
pending upon the circumstances, be 


(a) included in computing the taxpayer’s income for the 
purpose of Part T, 


(b) deemed to be a payment to a non-resident person to 
which Part XIII applies, or aythe: 


(c) deemed to be a disposition by way of gift. 


(3) Arm’s length — Where it is established that a sale, ex- 
change or other transaction was entered into by persons deal- 
ing at arm’s length, bona fide and not pursuant to,’or as part 
of, any other transaction and not to effect payment, in whole 
or‘in part, of an existing or future obligation, no party thereto 
shall be regarded, for the purpose of this section, as having 
conferred a benefit on a party with whom he was so dealing. 


Subsec. 245(1.1) added by 1986, c. 6, subsec. 124(2), applicable to 
a series of transactions or events commencing after November 21, 
1985. 


Selected Cases [old (pre-GAAR) s. 245]: Adams v. Canada, 
[1996] 1 C.T.C. 2916 (TCC) (Inducement payments did not artifi- 
cially or unduly reduce income); Schultz (T.M.G.) v. Canada, 
[1993] 2 C.T.C. 2409 (TCC) (Provision [former 245(1)] not void for 
vagueness); Mark Resources Inc. v. Canada, [1993] 2 C.T.C. 2259 
(TCC) (Structure intended to permit foreign affiliate to use foreign 
losses at cost to resident taxpayer of interest expense on money bor- 
rowed to contribute capital to affiliate did not result in artificial re- 
duction of income); W.F. Botkin Construction Ltd. v. Canada, 
[1993] 1 C.T.C. 2765 (TCC) (Loss on loan guarantee nil where no 
commercial reality to transaction other than to benefit taxpayer’s 
children); Rosner Management Inc. v. MNR, [1993] 1 C.T.C. 2153 
(TCC) (Corporation had no substance; test under former subsec. 
247(3) was. whether corporation would have been incorporated but 
for tax advantage); Nueman (M.) v. MNR, [1992] 2. C.T.C. 2074 
(TCC); aff'd (Dec. 14, 1993), Doc. T-2281-92 (FCTD) (Transaction 
solely for tax purposes not contrary to Act); Moloney (M.) v. Can- 
ada, [1992] 2.C.T.C. 227 (FCA), leave to appeal to SCC refused 
(1993), 154 NR 244 (note) (Sole purpose of “scheme” was to obtain 
tax refunds, not to earn income); Kieboom (A.) v. MNR, [1992] 2 
C.T.C. 59 (FCA) (Taxpayer “transferred property” to related parties 
by reducing his equity in a corporation from 90 to 50 percent on the 
subscription for shares by the related parties); Goulard v. MNR, 
[1992] 1 C.T.C. 2396 (TCC) (Interest deductions allowed since rea- 
sonable and did not artificially reduce taxpayer’s income); Fried- 
berg vi.Canada,[1992].1 C.T.C. T (FCA); aff'd [1993] 2°C.T.C. 
306 (SCC) (Little used but generally accepted accounting method 
did not artificially reduce taxpayer’s income); Canada v. Irving Oil 
Ltd., [1991] 1.C.T.C. 350 (FCA); leave to appeal to SCC refused 
(sub nom.) Irving Oil Ltd. v. MNR (1991), 136 NR 320 (note) (Oil 
sold to offshore company which resold to resident for higher price 
did not artificially reduce income); Compagnie Idéal Body Inc. v. 
Canada, [1989] 2 C.T.C..187 (RCTD) (Bonus paid not avoidance 
transaction where there was history of such payments; amount un- 
reasonable in the circumstances); The Queen v. Lyall, [1977] C.T.C. 
267 (Ont. Co. Ct.) (Specific provisions of Income Tax Act prevail 
over more general provision of Canada Evidence Act). 


NOTE: All of the above cases relate to the previous version of s. 


245, not to the General Anti-Avoidance Rule (GAAR) enacted in 
1988. 
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Definitions [s. 245]: “assessment”, “Minister”, “person” — 
248(1); “series of transactions” — 248(10); “‘tax benefit’, “tax con- 
sequences” — 245(1); “taxable income” — 2(2), 248(1); “taxable 
income earned in Canada” — 115(1), 248(1); “transaction” — 
245(1); “writing” — Interpretation Act 35(1). 


Information Circulars [s. 245]: 88-2 and Supplement: General 
anti-avoidance rule — section 245. of the Income Tax Act. 


246. (1) Benefit conferred on a person — 
Where at any time a person confers a benefit, either 
directly or indirectly, by any means whatever, on a 
taxpayer, the amount of the benefit shall, to the ex- 
tent that it is not otherwise included in the taxpayer’s 
income or taxable income earned in Canada under 
Part I and would be included in the taxpayer’s in- 
come if the amount of the benefit were a payment 
made directly by the person to the taxpayer and if the 
taxpayer were resident in Canada, be 


(a) included in computing the taxpayer’s income 
or taxable income earned in Canada under Part I 
for the taxation year that includes that time; or 


(b) where the taxpayer is a non-resident person, 
deemed for the purposes of Part XIII to be a pay- 
ment made at that time to the taxpayer in respect 
of property, services or otherwise, depending. on 
the nature. of the benefit. 


Related Provisions: 56(2)— Inclusion in income of. indirect 
payments. 


Selected Cases [subsec. 246(1)]: Vaillancourt v. Canada, 
[1991] 2 C.T.C. 42 (FCA) (Condominium was residential and 
within Class 31); Laxton v. Canada, [1989] 2 C.T.C. 85 (FCA) (In- 
terest-free loan in lieu of management fees was “benefit” within 
scope of provision); Boardman et al. v. The Queen, [1986] 1 C.T.C. 
103 (FCTD); appealed to FCA (Dec. 20, 1985), File A-1015-85 
(Transfer of real property to spouse pursuant to court order was ben- 
efit to transferor equal to amount of the property’s fair market 
value); The Queen v. Littler, [1978] C.T.C. 235 (FCA) (Difference 
between price and fair market value in transaction between father 
and sons not gift); Phaneuf Estate v. The Queen, [1978] C.T.C. 21 
(FCTD) (Difference between fair market value and price of shares 
purchased by employee pursuant to controlling shareholder’s will 
was gift, not employee benefit); The Queen v. Immobiliaire Canada 
Ltd., [1977] C.T.C. 481 (FCTD) (Canadian subsidiary purchased 
debt obligation from parent and also paid parent amount corre- 
sponding to accrued interest conferred benefit on parent to the ex- 
tent it received full value of accumulated interest without deduction 
for withholding tax); Levine Estate v. MNR, [1973] C.T.C. 219 
(FCTD) (Where father and a son both given right to subscribe to 
new shares but only the son did so, father benefitted son to extent 
son’s equity interest increased). 


Interpretation Bulletins: IT-432R2: Benefits conferred on 
shareholders. 


(2) Arm’s length — Where it is established that a 
transaction was entered into by persons dealing at 
arm’s length, bona fide and not pursuant to, or as 
part of, any other transaction and not to effect pay- 
ment, in whole or in part, of an existing or future 
obligation, no party thereto shall be regarded, for the 
purpose of this section, as having conferred a benefit 
on a party with whom the first-mentioned party was 
so dealing. 


Interpretation Bulletins: IT-432R2: Benefits conferred on 
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shareholders. 


Related Provisions [s. 246]: 56(2)— Indirect payments; 
245(2) — General anti-avoidance rule. 


Pre-RSC History [s. 246]: S. 246 enacted by 1988, c. 55, s. 186, 
applicable with respect to benefits conferred on or after September 
13, 1988 other than benefits conferred through 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10), commencing 
before September 13, 1988 and completed before 1989, or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Definitions [s. 246]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; “non-resident”, “person”, “property” — 
248(1); “resident in Canada” — 250; ‘taxable: income earned in 
Canada” — 115(1), 248(1); “taxation year” — 249; “taxpayer” — 
248(1). 


Pre-RSC History [former s. 246]: S. 246 repealed by 1984, c. 
45, s. 91, applicable after February 15, 1984. S. 246 formerly read: 


246. (1) Tax avoidance — Where the Treasury Board has 
decided that one of the main purposes for a transaction or 
transactions effected before or after the coming into force of 
this Act was improper avoidance or reduction of taxes that 
might otherwise have become payable under this Act, the Jn- 
come War Tax Act, or The Excess Profits Tax Act, 1940, the 
Treasury Board may give such. directions as it considers ap- 
propriate to counteract the avoidance or reduction. 


(2) idem — A direction under this section may relate to taxes 
to be paid under one or more Parts of this Act, the Income 
War Tax Act or The Excess Profits Tax Act, 1940, by one or 
more persons for one or more taxation years. 


(3) Idem — Where a direction has been given under this sec- 
tion, tax shall be collected, or assessed or reassessed and col- 
lected, notwithstanding any other provision of. this or any 
other Act, in accordance therewith. 


(4) Idem — The Federal Court of Canada has exclusive orig- 
inal jurisdiction in all actions in respect of claims for failure 
to pay or collect tax under Part XIII imposed pursuant to this 
section. 


(5) ldem — On an appeal from an assessment made pursuant 
to a direction under this section or in an action for tax under 
Part XIII imposed pursuant to this section, the Federal Court 
may 


(a) confirm the direction given under this section, 


(b) vacate a direction given under this section, if it deter- 
mines that none of the main purposes of the transaction 
or transactions was the improper avoidance or reduction 
of taxes, or 


(c) vary the direction given by the Treasury Board and 
refer the matter back to the Minister for collection, or re- 
assessment and collection. 


(6) Idem — An avoidance or reduction of taxes may be re- 
garded as improper for the purpose of this section although it 
is not illegal. 


247. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 247(1) repealed by 1988,.¢. 55, subsec. 
187(1), applicable with respect to transactions entered into on or af- 
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ter September 13, 1988 other than fected after that day, one of the purposes of which, in the 
opinion of the Minister, was or is to effect a substantial re- 
duction of, or disappearance of, the assets of a. corporation in 
such a manner that the whole or any part of any tax that might 
otherwise have been or become payable under this Act in 
consequence of any distribution of income of a corporation 
has been or will be avoided, the amount so received by the 
taxpayer or such part thereof as may be specified by the Min- 
ister shall, if the Minister so directs, 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10), commencing 
before September 13, 1988 and completed before 1989, or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13,1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Subsec. 247(1) formerly read: 


(d) be included in computing the income of the taxpayer 
for that taxation year, and \ 


(e) in the case of a taxpayer who is an individual, be 
deemed to have been received by him as a taxable 
dividend. 


247. (1) Dividend stripping — Where an amount is received 
or an amount becomes receivable by a taxpayer in a taxation 
year 

(2) [Repealed under former Act] 

Pre-RSC History: Subsec. 247(2) repealed by 1988, c. 55, subsec. 
187(2), applicable, for the purposes of determining whether two or 
more corporations are associated with each other, 


(a) as a consequence of the disposition or exchange of 
any property, 


(b) as a consequence of a corporation having 


(i) redeemed, cancelled or acquired any shares of any 
class of its capital stock, (a) to 1989 et seq. where 
(i) the taxation years of all such corporations commenced 


after 1988, 


(ii) at least one of such corporations was incorporated, or 
was formed as a result of an amalgamation, after February 
10, 1988, | 


(ii) at least one of such corporations acquired after Febru- 
ary 10, 1988 from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used by it 
in its business, or 


(1i) reduced the paid-up capital of shares of aiiy class 
of its capital stock, or 


(iii) converted any shares of any class of its capital 
stock into shares of another class of its capital stock 
or into an obligation of the corporation, or 


(c) otherwise, as an amount that would, but for this sec- 
tion, be exempt income 


as part of a transaction or event effected or to be effected af- 
ter May 23, 1985 or as part of a series of transactions or 
events each of which is effected or to be effected. after that 
day and it can reasonably be considered that one of the pur- 
poses thereof was to effect a significant reduction of, or dis- 
appearance of, assets of a corporation at any time in a manner 
such that the whole or any part of any tax that might other- 
wise have been or have become payable under this Act in 
consequence of any distribution of property of a corporation 
has been or will be avoided, such part of the amount so re- 
ceived or receivable by the taxpayer as is reasonable in the 
circumstances, having regard to the amount of tax that, but 
for this section, would have been or would be avoided, shall 


(iv) the 1989 taxation year of at least one of such corpora- 
tions did not end on approximately the same calendar date 
in 1989 as the calendar date in 1987 on which a 1987 taxa- 
tion year, if any, of the corporation ended; and 


(b) in any other case, to 1990 et seq. 
Subsec. 247(2) formerly read: 


(2) Associated corporations — Where, in the case‘of two or 
more corporations, the Minister is satisfied 


(a) that the separate existence of those corporations in a 
taxation year is not solely for the purpose of carrying out 
the business of those corporations in the most effective 


(d) in the case of a taxpayer who is an individual or a 
manner, and 


non-resident person, be included in computing his in- 


come for the year as a taxable dividend received by him 
in the year; and 


(e) in the case of any other taxpayer, be included in com- 


(b) that one of the main reasons for such separate exis- 
tence in the year is to reduce the amount of taxes that 
would otherwise be payable under this Act or to increase 


puting his income for the year as income, other than a the refundable investment tax credit under section 127.1 


taxable dividend, from property. 
Subsec. 247(1) substituted by 1986, c. 6, subsec. 125(1). Subsec. 
247(1) formerly read: 


the two or more corporations shall, if the Minister so directs, 
be deemed to be associated with each other in the year. 


Para. 247(2)(b) amended by 1986, c. 6, subsec. 125(2), to add “or to 
increase the refundable investment tax credit under section 127.1”, 
applicable with respect to property acquired and expenditures made 
after May 23, 1985. 


247. (1) Dividend stripping — Where a taxpayer has re- 
ceived an amount in a taxation year, 


(a) as consideration for the sale or other disposition of 
any shares of a corporation or of any interest in such (3) [Repealed under former Act] 


shares, Pre-RSC History: Subsec. 247(3) repealed by 1988, c. 61, subsec. 
(b) in consequence of a corporation having 45(3), in force January 1, 1991. Subsec. 247(3) formerly read: 


(i) redeemed or acquired any of its shares or reduced 
its capital stock, or 

(ii) converted any of its shares into shares of another 
class or into an obligation of the corporation, or 


(c) otherwise, as a payment that would, but for this sec- 
tion, be exempt income, 


which amount was received by the taxpayer as part of a trans- 
action effected or to be effected after June 13, 1963 or as part 
of a series of transactions each of which was or is to be ef- 
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(3) Appeal — On an appeal from an assessment made pursu- 
ant to a direction under subsection (2), the Tax Court of Can- 
ada or the Federal Court may 


(a) confirm the direction; 


(b) vacate the direction if it determines that none of the 
main reasons for the separate existence of the two or 
more corporations is to reduce the amount of tax that 
would otherwise be payable under this: Act; or 


(c) vary the direction and refer the matter back to the 


S. 247(3) 


Minister for reassessment. 


Subsec. 247(3) amended by 1986, c. 6, subsec. 125(3), to substitute 
“under subsection (2)” for “under this section” in that portion pre- 
ceding para. (a), and to substitute para. (b), which formerly read: 


(b) vacate the direction if 


(i) in the case of a direction under subsection (1), it deter- 
mines that none of the purposes of the transaction or se- 
ries of transactions referred to in subsection (1) was or is 
to effect a substantial reduction of, or disappearance of, 
the assets of a corporation in such a manner that the 
whole or any part of any tax that might otherwise have 
been or become payable under this Act in consequence of 
any distribution of income of a corporation has been or 
will be avoided, or 


(11) in the case of a direction under subsection (2), it de- 
termines that none of the main reasons for the separate 
existence of the two or more corporations is to reduce the 
amount of tax that would otherwise be payable under this 
Act; or 


“Tax Court of Canada” substituted for ““Tax Review Board” in sub- 
sec. 247(3) by 1980-81-82-83, c. 158, s. 58, applicable after July 18, 
1983. 


Pre-RSC History [Part XVI]: “Tax avoidance” substituted for 
“Tax evasion” as the heading to Part XVI by 1986, c. 6, subsec. 
124(1), applicable after May 23, 1985. 
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248. (1) Definitions — In this Act, 


Selected Cases [subsec. 248(1)]: Friesen (J.) v. Canada, 
[1995] 2 C.T.C. 369 (SCC) (Plain meaning rule applies to interpre- 
tation of Act). 


“active business’, in relation to any business carried 
on by a taxpayer resident in Canada, means any busi- 
ness carried on by the taxpayer other than a specified 
investment business or a personal services business; 
Related Provisions: 95(1) — Meaning of “active business” of a 
foreign affiliate for FAPI purposes; 125(1) — Small business de- 
duction; 125(7)“active business” — Meaning of “active business” 
for purposes of the small business deduction; 248(1) — Small busi- 
ness corporation. 


Pre-RSC History: “Active business” substituted by 1984, c. 45, 
subsec. 92(1), applicable to 1985 et seq. “Active business” formerly 
read: 


“active business”, in relation to any business carried on by a 
corporation resident in Canada, has the meaning assigned by 
paragraph 125(6)(d); 
“Active business” added by 1979, c. 5, subsec. 66(1), applicable to 
taxation years commencing after 1978. 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-406R2: Tax payable by an inter vivos trust. 


“additional voluntary contribution” to a registered 
pension plan means a contribution that is made by a 
member to the plan, that is used to provide benefits 
under a money purchase provision (within the mean- 
ing assigned by subsection 147.1(1)) of the plan and 
that is not required as a general condition of mem- 
bership in the plan; 

Related Provisions: 60.2 — Refund of undeducted past service 
AVCs; 147.2(4)— Amount of employee’s pension contributions 
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deductible. 
Pre-RSC History: “Additional voluntary contribution” added by 
1990, c. 35, subsec. 27(3), applicable after 1985. 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


“adjusted cost base” has the meaning assigned by 
section 54; 


Related Provisions: 40(1) — Calculation of gain or loss for capi- 
tal gain/loss purposes. 


“adjustment time” has the meaning assigned by 
subsection 14(5); 

Pre-RSC History: “Adjustment time” enacted by 1988, c. 55, 
subsec. 188(14), applicable after 1987. 


“allowable business investment loss’ has the 
meaning assigned by section 38; 

Related Provisions: 3(d) — Income for taxation year — applica- 
tion of allowable business investment losses; 111(1)(a), 
111(8)“non-capital loss” — Carryforward of allowable business in- 
vestment losses. 


Pre-RSC History: “Allowable business investment loss” added by 
1977-78, c. 42, s. 9, 


“allowable capital loss’” has the meaning assigned 
by section 38; 


Related Provisions: 3(b)(ii) — Income for taxation year — ap- 
plication of allowable capital losses. 


“amateur athlete trust” has the meaning assigned 
by subsection 143.1(1); 


History: “Amateur athlete trust” enacted by 1994, c. 7,.Sch. VIII 
(1993, c. 24), subsec. 139(7), applicable to 1988 et seg. 


“amortized cost” of a loan or lending asset at any 
time to a taxpayer means the amount, if any, by 
which the total of 


(a) in the case of a loan made by the taxpayer, the 
total of all amounts advanced in respect of the 
loan at or before that time, 


(b) in the case of a loan or lending asset acquired 
by the taxpayer, the cost of the loan or lending 
asset to the taxpayer, 


(c) in the case of a loan or lending asset acquired 
by the taxpayer, the part of the amount, if any, by 
which 


(i) the principal amount of the loan or lending 
asset at the time it was so acquired 


exceeds 


(ii) the cost to the taxpayer of the loan or lend- 
ing asset 


that was included in computing the taxpayer’s in- 
come for any taxation year ending at or before 
that time, 


(c.1) the total of all amounts each of which is an 
amount in respect of the loan or lending asset that 
was included in computing the taxpayer’s income 
for a taxation year that ended at or before that 
time in respect of changes in the value of the loan 
or lending asset attributable to the fluctuation in 
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the value of a currency of a country other than 
Canada relative to Canadian currency, 


(d) where the taxpayer is an insurer, any amount 
in respect of the loan or lending asset that was 
deemed by reason of paragraph: 142(3)(a) of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application 
to the: 1977 taxation year, to be a gain for any tax- 
ation year ending at or before that time, and 


(e) the total of all amounts each of which is an 
amount in respect of the loan or lending asset that 
was included under paragraph 12(1)(i) in comput- 
ing the taxpayer’s income for any taxation year 
ending at or before that time 


exceeds the total of 
(f) the part of the amount, if any, by which 
(i) the amount referred to in subparagraph 


(c)(ii) 
exceeds 
(ii).,the,.amount:. referred. to..in subparagraph 


(c)(i) | 
that was deducted in Beaches Y the taxpayer’s in- 
come for any taxation year ending at or before 
that time, 


(f.1). the total of all amounts, each of which is an 
amount in respect of the loan or lending asset that 
was deducted in computing the taxpayer’s in- 
come for a taxation year that ended at or before 
that time in respect of changes in the value of the 
loan or lending asset attributable to the fluctua- 
tion in the value of a currency of a country other 
than Canada relative to Canadian currency, 


(g) the total of all amounts that, at or before that 
time, the taxpayer had received as or on account 
or in lieu of payment of or in satisfaction of the 
principal amount of the loan or lending asset, 


(h) where the taxpayer is an insurer, any amount 
in respect of the loan or lending asset that was 
deemed by reason of paragraph 142(3)(b) of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application 
to the 1977 taxation year, to be a loss for any tax- 
ation year ending at or before that time, and 


(i) the total of all amounts each of which is an 
amount in respect of the loan or lending asset de- 
ducted under paragraph 20(1)(p) in computing 
the taxpayer’s income for any taxation year end- 
ing at or before that time; 


Related Provisions: 138(13) — Variation in amortized of certain 
insurers. 


History: Paras. (c.1) and (f.1) added to the definition “amortized 
cost” by 1995, c. 21, subsecs. 59(1), (2), applicable to taxation years 
that begin after June 17; 1987 and end after 1987. 

Pre-RSC History: “Amortized cost” enacted by 1988, c. 55, sub- 
sec. 188(14), applicable to taxation years and fiscal periods com- 
mencing after June 17, 1987 that,end after 1987. 


1.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
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148 of the Revised Statutes of Canada, 1952”). 
Interpretation Bulletins: IT-442R: Bad debts and reserves for 


doubtful debts. 


“amount”? means money, rights or things expressed 
in terms of the amount of money or the value in 
terms of money of the right or thing, except that, 


(a) notwithstanding paragraph (b), in any case 
where subsection 112(2.1), (2.2) or (2.4), or sec- 
tion 187.2 or 187.3 or subsection 258(3) or (5) 
applies to a stock dividend, the “amount” of the 
stock dividend is the greater of 


(i) the amount by which the paid-up capital of 
the. corporation that paid the dividend is in- 
creased by reason of the payment of the divi- 
dend, and 


(ii) the fair market wae of the share or shares 
paid as a stock dividend at the time. of 
payment, 


(b) in any case where section 191.1 applies to a 
stock dividend, the “amount” of the stock divi- 
dend for the purposes of Part VI. | is the greater 
of 


(1) the amount by which the paid-up capital-of 
the corporation that paid the dividend is in- 
creased by reason of the payment of the divi- 
dend, and 


(ii) the fair market value of the hare or shares 
paid as a stock dividend at the time of 
payment, 


and for any other purpose the amount referred to 
in subparagraph (i), and 

(c) in any other, case, the “amount” of any. stock 
dividend is the amount by which the paid-up cap- 
ital of the corporation that paid the dividend is in- 
creased by reason of the payment of the dividend; 


Related Provisions: 95(7) — 
by foreign affiliate. 


Pre-RSC History: “Amount” substituted by 1988, c. 55, subsec. 


188(1), applicable with respect to dividends paid after June 18, 
1987. “Amount” formerly read: 


“Amount” of stock dividend paid 


“amount” means money, rights or things expressed in terms 
of the amount of money or the value in terms of money of the 
right or thing, except that the “amount” of any stock dividend 
paid by’ a corporation is 


(a) in the case of a dividend described in subsection 112(2.1), 
(2.2) or (2.3), the greater of 


(i) the amount of the increase in the paid-up capital of the 
corporation by virtue of the payment of the dividend, and 


(1i) the fair market value of the share or shares paid as a 
stock dividend.at the time of payment, and 


(b) in any other case; \the,amount of the increase in the paid- 
up capital: of, the corporation by virtue of the payment of the 
dividend; 


All that portion of para. (a) preceding subpara. (i) substituted by 
1980-81-82-83, c. 140, subsec. 128(1), applicable after November 
12, 1981, to add “or ‘(2.3)’. 


“Amount” substituted by'1979, c. 5, subsec. 66(2), applicable with 
respect to dividends paid after November 16, 1978, to add subpara. 
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(a)(ii) and para. (b). 


Selected Cases [subsec. 248(1)“amount”]: King Rentals Ltd. 
v. Canada, [1995] 2 C.T.C. 2612 (TCC) (Consideration for debt 
was amount of debt for which shares were issued and credit made to 
share capital, not fair market value of the debt); Praxair Canada 
Inc. v. MNR, {1993] 1 C.T.C. 130 (FCTD) (Creditor accepting 
shares of debtor in satisfaction of unpaid interest received “amount” 
equal to fair market value of shares, not amount of par value); 
Laxton v. Canada, [1989] 2 C.T.C. 85 (FCA) (“Amount” of benefit 
from interest-free loan should be reduced by taxpayer’s share of 
costs of loan). 


Interpretation Bulletins: IT-88R2: Stock dividends. 


Information Circulars: 88-2, para. 26: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


“annuity” includes an amount payable on a periodic 
basis whether payable at intervals longer or shorter 
than a year and whether payable under a contract, 
will or trust or otherwise; 

Related Provisions: 56(1)(d), 212(1)(o) — Annuity payments 
taxable; Canada-U.S. tax treaty, Art. XVIII:-4 — Meaning of “annu- 


ities” for treaty purposes; Income Tax Conventions Interpretation 
Act 5 — Meaning of “annuity” for treaty purposes. 


Selected Cases [subsec. 248(1)“annuity”]: Rumack v. MNR, 
[1992] 1 C.T.C. 57 (FCA); leave to appeal to SCC refused (1992), 
143 NR 393 (note) (Lottery prize of $1,000 per month for life spon- 
sored by charitable association, which funded the prize by purchas- 
ing annuity from life insurance company was held to be an annuity). 


“appropriate percentage” for a taxation year 
means the lowest percentage referred to in subsec- 
tion 117(2) that is applicable in determining tax pay- 
able under Part I for the year; 


Pre-RSC History: “Appropriate percentage” enacted by 1988, c. 
55, subsec. 188(14), applicable to 1988 et seq. 


‘“‘assessment” includes a reassessment; 


Related Provisions: 152 — Assessments; 244(15) — Assess- 
ment deemed made on date of mailing. 


“automobile” means 


(a) a motor vehicle that is designed or adapted 
primarily to carry individuals on highways and 
streets and that has a seating capacity for not 
more than the driver, and 8 passengers, 


but does not include 
(b) an ambulance, 


(c) a motor vehicle acquired primarily for use as 
a taxi, a bus used in a business of transporting 
passengers or a hearse used in the course of a 
business of arranging or managing funerals, 


(d) except for the purposes of section 6, a motor 
vehicle acquired to be sold, rented or leased in 
the course of carrying on a business of selling, 
renting or leasing motor vehicles or a motor vehi- 
cle used for the purpose of transporting passen- 
gers in the course of carrying on a business of ar- 
ranging or managing funerals, and 


(e) a motor vehicle of a type commonly called a 
van or pick-up truck or a similar vehicle 


(i) that has a seating capacity for not more 
than the driver and 2 passengers and that, in 
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the taxation year in which it is acquired, is 
used primarily for the transportation of goods 
or equipment in the course of gaining or pro- 
ducing income, or 


(ii) the use of which, in the taxation year in 
which it is acquired, is all or substantially all 
for the transportation of goods, equipment or 
passengers in the course of gaining or produc- 
ing income; 
Related Provisions: 248(1)— ‘motor vehicle”, 
vehicle”. 
History: “Automobile” substituted by 1994, c. 7, Sch. IE (1991, c. 
49), subsec. 192(1), applicable to taxation years and fiscal periods 
beginning after June 17, 1987 that end after 1987. That definition 
formerly read: 


“passenger 


“automobile” means 


(a) a motor vehicle that is designed or adapted primarily 
to carry individuals and their personal luggage and that 
has a seating capacity for not more than the driver and 8 
passengers, and 


(b) a motor vehicle that is 


(i) of a type commonly called a station wagon or van 
or a similar vehicle if it is equipped in a reasonably 
permanent way to carry more than the driver and 2 
passengers but not more than the driver and 8 pas- 
sengers, or 


(ii) of a type commonly called a van or pick-up truck 
or a similar vehicle unless it is designed or adapted 
to carry not more than the driver and 2 passengers 
and is used primarily for the transportation of goods 
or equipment in the course of a business or for the 
purpose of earning income, 


but does not include 
(c) an ambulance, 


(d) a motor vehicle acquired primarily for use as a taxi or 
in connection with funerals, or 


(e) except for the purposes of section 6, a motor vehicle 
acquired to be sold, rented or leased in the course of car- 
rying on a business of selling, renting or leasing motor 
vehicles; 


Pre-RSC History: “Automobile” enacted by 1988, c. 55, subsec. 
188(14), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


“balance-due day” of a taxpayer for a taxation year 
means, 


(a) where the taxpayer is a trust, the day that is 90 
days after the end of the year, 


(b) where the taxpayer is an individual who died 
after October in the year and before May in the 
following taxation year, the day that is 6 months 
after the day of death, 


(c) in any other case where the taxpayer is an in- 
dividual, April 30 in the following taxation year, 
and 


(d) where the taxpayer is a corporation, the day 
on or before which the corporation is required 
under section 157 to pay the remainder of its tax 
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payable under Part I for the year or would be so 

required if such a remainder were payable; 
Related Provisions: 150(1) — Returns; 156.1(4) — Payment of 
balance — individuals who pay instalments; 157(1)(b) — Payment 
of balance by corporations; 158 — Payment of balance on 
assessment. 


History: The definition “balance-due day” in subsec. 248(1) 
amended by 1997, c. 25, subsec. 71(1), applicable to 1996 et seg. It 
formerly read: 


“balance-due day” of an individual for.a taxation year means 


(a) where the individual is a trust, the day that is 90 days 
after the end of. the year, 


(b) where the individual died after October in the year 
and before May in the immediately following taxation 
year, the day that is 6 months after the day of death, and 


(c) in any other case, April 30 in the immediately follow- 
ing taxation year; 


“Balance-due day” added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 192(14), applicable after 1989. 


“bankrupt” has the meaning assigned by the Bank- 
ruptcy and Insolvency Act; 
Related Provisions: 80(1)“‘forgiven amount’”B(i) — Debt for- 


giveness rules do not apply when debtor is bankrupt; 128 — Rules 
on bankruptcy. 


History: The definition “bankrupt” added by 1995, c. 21, subsec. 
43(2), applicable to taxation years that end after February 21, 1994. 


‘benefit under a deferred profit sharing plan’’ re- 
ceived by a taxpayer in a taxation year means the to- 
tal of all amounts each of which is an amount re- 
ceived by the taxpayer in the year from a trustee 
under the plan, minus any amounts deductible under 
subsections 147(11) and (12) in computing the in- 
come of the taxpayer for the year; 


Related Provisions: 56(1)(i), 147(10) — DPSP benefits taxable. 


“bituminous sands” means sands or other rock 
materials containing naturally occurring hydrocar- 
bons (other than coal) which hydrocarbons have 


(a) a viscosity, determined in a prescribed man- 
ner, equal to or greater than 10,000 centipoise, or 


(b) a density, determined in a prescribed manner, 
equal to or less than 12 degrees API; 


History: The definition “bituminous sands” added to subsec. 
248(1) by 1997,:c. 25, subsec. 71(3), applicable after March 6, 
1996. 


“borrowed money” includes the proceeds to a tax- 
payer from the sale of a post-dated bill drawn by the 
taxpayer on a bank; 


Related Provisions: 15.1(4) — Money borrowed; 15.2(4) — Sta- 
tus of interest; 20(1)(c) — Interest on money borrowed for certain 
purposes is deductible; 20(2), (3) — Rules re borrowed money. 


Pre-RSC History: “Borrowed money” amended by 1992, c. 1, 
Sch. V, subsec. 21(1), to substitute “a bank” for “a bank to which 
the Bank Act or the Quebec Savings Banks Act applies”, applicable 
from February 28, 1992. 


“Borrowed money” enacted by 1984, c. 45, subsec. 92(2), applica- 
ble in respect of bills drawn after 1982 that are payable more than 
366 days from the date of their certification and in respect of all 
bills drawn after June 1984. 
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Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money. 


“business” includes a profession, calling, trade, 
manufacture or undertaking of any kind whatever 
and, except for the purposes of paragraph 18(2)(c), 
section 54.2, subsection 95(1) and paragraph 
110.6(14)(f), an adventure or concern in the nature 
of trade but does not include an office or 
employment; 


Related Provisions: 253 — Extended. meaning of “carrying on 
business” in Canada. 


History: The definition “business” amended by 1995, c. 21, s. 47, 
applicable to taxation years that end after 1994. The definition for- 
merly read: 


“business” includes a profession, calling, trade, manufacture 
or undertaking of any kind whatever and, except for the pur- 
poses of paragraph 18(2)(c), section 54.2 and paragraph 
110.6(14)(f), an adventure or concern in the nature of. trade 
but does not include an office or employment; 


Pre-RSC History: “Business” amended by 1988, c. 55, subsec. 
188(1), to substitute “paragraph 18(2)(c), section 54.2 and para- 
graph 110.6(14)(f),” for “paragraph 18(2)(c),” applicable with re- 
spect to dispositions occurring after 1987. 


“Business” substituted by 1979, c. 5, subsec. 66(3), applicable after 
November 16, 1978. “Business” formerly read: 


“business” includes a profession, calling, trade, manufacture 
or undertaking of any kind whatever and includes an adven- 
ture or concern in the nature of trade but does not include an 
office or employment; 


Selected Cases [subsec. 248(1)“business”]: Loewen (H.R.) 
v. MNR, [1993] 1 C.T.C. 212 (FCTD) (Acquisition and disposition 
of SRTC debenture was adventure in nature of trade); Moloney v. 
Canada, [1992] 2 C.T.C. 227 (FCA); leave to appeal to SCC re- 
fused [unreported] (May 6, 1993), Doc. 23336 (Deduction of busi- 
ness expenses disallowed; no business actually carried on); Pollock 
v. Canada, [1990] 1 C.T.C. 196 (FCTD); appealed to FCA (Jan. 19, 
1990), File A-75/76- 90 (Disposition of shares acquired pursuant to 
employee stock option plan was adventure in nature of trade); 
London. Life Insurance Co. v. Canada, [1990] 1 C.T.C. 43 (FCA) 
(Taxpayer entering agency agreement with Bermuda firm “carried 
on an insurance business in a country other than Canada”. Expenses 
related to excess computer capacity provided to taxpayer’s subsidi- 
ary for latter to sell to public were beyond scope of insurance busi- 
ness and not deductible); Grohne v. Canada, {1989] 1 C.T.C. 434 
(FCTD) (Director/shareholder and president receiving shares pursu- 
ant to standby agreement not engaged in adventure in nature of 
trade). 


Adventure in the nature of trade: Walton v. The Queen, [1982] 
C.T.C. 228 (FCTD) (Adventure in nature of trade where city plan- 
ner, having knowledge of real estate opportunities, acquired and dis- 
posed of three leased dwelling houses); The Queen v. Lague, Leo- 
pold, Inc., [1981] C.T.C. 348 (FCTD) (Assignment of contractual 
rights was disposition of eligible capital property, not adventure in 
nature of trade); Bossin v. The Queen, [1976] C.T.C. 358 (FCTD) 
(Irrespective of nature of commodity, where intention is to resell 
quickly, there is an adventure in nature of trade); MNR v. Freud, 
[1968] C.T.C. 438 (SCC) (Expenses of unsuccessfully promoting 
sports car prototype deductible expenses of adventure in nature of 
trade); MNR v. Eldridge, [1964] C.T.C. 545 (Exch) (Income from 
illegal business taxable). 


Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land; IT-206R: 
Separate businesses; IT-218R: Profit, capital gains and losses from 
the sale of real estate, including farmland and inherited land and 
conversion of real estate from capital property to inventory and vice 
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versa; IT-371:, Rental property — meaning of “principal. business”; 
IT-459: Adventure or concern in the nature of trade. 


“business limit” of a corporation for a taxation year 
means the amount determined under section 125 to 
be its business limit for the year; 

Related Provisions: 125(2)-(5.1) — Determination of business 
limit: : 

History: The definition “business limit” added to subsec. 248(1) by 
1997, c. 25, subsec. 71(3), applicable after May 23, 1985: 


“Canadian-controlled private corporation” has 
the meaning assigned by subsection 125(7); 


Related Provisions: 248(1) — “Small business corporation”. 


Pre-RSC History: “Canadian-controlled private corporation” 
amended by 1984, c. 45, subsec. 92(3), to substitute subsec. 125(7) 
for 125(6), applicable to 1985 et seq. 


I.T. Application Rules: 50(1) (status for 1972 taxation year). 


Interpretation Bulletins: IT-458R: Canadian-controlled ‘private 
corporations. 


“Canadian corporation’ has the meaning assigned 
by subsection 89(1); 


“Canadian development expense” has the meaning 
assigned by subsection 66.2(5); 
Pre-RSC History: “Canadian development expense” enacted by 


1985, c. 45, subsec. 122(2), applicable to taxation years commenc- 
ing after 1984. 


“Canadian exploration and’ development ex- 
penses” has the meaning assigned by subsection 
66(15); 

Pre-RSC History: “Canadian exploration and development ex- 


penses” enacted by 1985, c. 45, subsec. 122(2), applicable to taxa- 
tion years commencing after 1984. 


“Canadian exploration expense” has the PRE 
assigned by subsection 66.1(6); 
Pre-RSC History: “Canadian exploration expense” enacted by 


1985, c. 45, subsec. 122(2), applicable to taxation years commenc- 
ing after 1984. 


“Canadian field processing”. means, except as oth- 
erwise prescribed, 


(a) the processing in Canada of raw natural gas at 
a field separation and dehydration facility, 


(b) the processing in Canada of raw natural gas.at 
a natural gas processing plant to any stage that is 
not beyond the stage of natural gas that is accept- 
able to a common carrier of natural gas, 


(c) the. processing in Canada of hydrogen 
sulphide derived from raw natural gas to any 
stage that is not beyond the marketable sulphur 
stage, 


(d) the processing in Canada of, natural. gas li- 
quids, at a natural gas processing plant where the 
input is raw natural gas derived from a natural ac- 
cumulation of natural gas, to any stage that is not 
beyond the marketable liquefied petroleum stage 
or its equivalent, 


(e) the processing in Canada of crude oil (other 
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than heavy crude oil recovered from an oil or gas 
well or a tar sands deposit) recovered from a nat- 
ural accumulation of petroleum. to any stage that 
is not beyond the crude oil stage or its ‘equivalent, 
and 


(f) prescribed activities 
and, for the purposes of paragraphs (b) to (d), 


(g) gas is not considered to cease to be raw natu- 
ral gas solely because of its processing at a field 
separation and dehydration facility, and 


(h) where all or part of a natural gas processing 
plant is devoted primarily to the recovery of eth- 
ane, the plant, or the part of the plant, as the case 
may be, is considered not to be a natural gas 
‘processing plant; 
History: The definition “Canadian field processing” added to sub- 
sec. 248(1) by 1997, c. 25, subsec. 71(3), applicable after 1996. 


“Canadian oil and gas property expense” has the 
meaning assigned by subsection 66.4(5); 

Pre-RSC History: “Canadian oil and gas property expense” en- 
acted by 1980-81-82-83, c. 48, subsec. 108(1), applicable after De- 
cember 11, 1979: 


“Canadian partnership” has the meaning assigned 
by section 102; 


Related Provisions: 80(1) — “Eligible Canadian partnership”. 


Pre-RSC History: “Canadian partnership” enacted by 1979, es 5, 
subsec. 66(4). 


Interpretation Bulletins: IT-123R5: Transactions involving eli- 
gible capital property. 


“Canadian resource property” has the meaning as- 
signed by subsection 66(15); 


Pre-RSC History: “Canadian resource property” substituted by 
1985, c. 45, subsec. 122(1). The definition formerly read: . 


“Canadian resource property” and “foreign resource prop- 
erty” have the meanings assigned by section 66; 


“Canadian resource property” enacted by 1974-75-76, c. 26, subsec. 
125(1), applicable to 1974 et seq. 


“capital dividend” has the meaning penne by 
section 83; 
Pre-RSC History: “Capital dividend” amended by 1988, c. 55, 
subsec. 188(1), to substitute “section 83” for “subsection 83(2)”, ap- 


plicable with respect to dividends paid after 4 p.m. EDST, Septem- 
ber 25, 1987. 


“capital gain” for a taxation year from the disposi- 
tion of any property has the meaning assigned: by 
section 39; 


“capital interest’’ of a taxpayer in a trust has the 
meaning assigned by subsection 108(1); 


“capital loss” for a taxation year from the disposi- 
tion of any property has the meaning assigned by 
section 39; 


“capital property” has the meaning assigned by 
section 54; 


“cash method” has the meaning assigned by subsec- 
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tion 28(1); 


History: “Cash method” enacted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 192(14), applicable after 1988. 


‘common share” means a share the holder of which 
is not precluded on the reduction or redemption of 
the capital stock from participating in the assets of 
the corporation beyond the amount paid up on that 
share plus a fixed premium and a defined rate of 
dividend; 

Related Provisions: 248(1) — “Preferred share”. 


Interpretation Bulletins: IT-116R3: Rights to buy additional 
shares. 


“controlled foreign affiliate’ has the meaning as- 
signed by subsection 95(1); 


History: The definition “controlled foreign affiliate” added to sub- 
sec. 248(1) by 1997, c. 25, subsec. 71(3), applicable after 1995. 


“corporation” includes an incorporated company; 


Related Provisions: 227.1 — Liability of directors; 236 — Exe- 
cution of documents by corporations; 242 — Officers, directors and 
agents guilty of corporation’s offences; Interpretation Act 35(1) — 
Corporation does not include partnership that is separate legal 
entity. 


Interpretation Act, R.S.C. 1985, c. I-21, subsec. 35(1):: 


“corporation” does not include a partnership that is consid- 
ered to be a separate legal entity under provincial law; 


Interpretation Bulletins: IT-343R: Meaning of the term “corpo- 
ration” [for purposes of the definition of “foreign affiliate]; IT- 
432R2: Benefits conferred on shareholders. 


“corporation incorporated in Canada” includes a 
corporation incorporated in any part of Canada 
before or after it became part of Canada; 


Related Provisions: 250(5.1) — Corporation continued outside 
Canada deemed incorporated in new jurisdiction. 


Pre-RSC History: The definition “corporation incorporated in 
Canada” was included under the heading for “corporation”. 


“cost amount” to a taxpayer of any property at any 
time means, except as expressly otherwise provided 
in this Act, | 


(a) where the property was depreciable property 
of the taxpayer of a prescribed class, the amount 
that would be that proportion of the un- 
depreciated capital cost to the taxpayer of prop- 
erty of that class at that time that the capital cost 
to the taxpayer of the property is of the capital 
cost to the taxpayer of all property of that class 
that had not been disposed of by the taxpayer 
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before that time if ‘subsection’ 13(7) were read 
without reference to paragraph 13(7)(e) and if 


(i) paragraph 13(7)(b) were read as’ follows: 


“(b) where a taxpayer, having acquired 
property for some other purpose, has 
commenced at a later time to use it for 
the purpose of gaining or producing in- 
come, the taxpayer shall be deemed to 
have acquired it at that later time at a 
capital cost to the taxpayer equal: to: the 
fair market value of the property at that 
later time;’’, and 


(ii) subparagraph 13(7)(d)() were read as 
follows: 


“(i) if the use regularly made by the tax- 
payer of the property for the purpose of 
gaining or producing income has in- 
creased, the taxpayer shall be deemed to 
have acquired at that time depreciable 
property of that class at a capital cost 
equal to the proportion of its fair market 
value at that time that the amount of the 
increase in the use regularly made by the 
taxpayer of the property for that purpose 
is of the whole of the use regularly made 
of the property, and” 


(b) where the property was capital property (other 
than depreciable property) of the taxpayer, its ad- 
justed cost base to the taxpayer at that time, 


(c) where the property was property described. in 
an inventory of the taxpayer, its value at that time 
as determined for the purpose of computing the 
taxpayer’s income, 


(c.1) where the taxpayer was a financial institu- 
tion in its taxation year that includes that time 
and the property was a mark-to-market property 
for the year, the cost to the taxpayer of the 
property, 

(d) where the property was eligible capital prop- 
erty of the.taxpayer in respect of a business, “/3 of 
the amount that. would, but for subsection 14(3), 
be determined by the formula 


B 
A owas 
C 


where 


A is the cumulative eligible capital of the tax- 
payer in respect of the business at that time, 


Bis the fair market value at that time of the 
property, and 


C is the fair market value at that time of all the 
eligible capital property of the taxpayer in re- 
spect of the business, 

(d.1) where the property was a loan or lending as- 


set (other than a net income stabilization account 
or a property in respect of which paragraph (b), 


S. 248(1) cos 


(c), (c.1) or (d.2) applies), the amortized cost of 
the property to the taxpayer at that time, 


(d.2) where the taxpayer was a financial institu- 
tion in its taxation year that includes that time 
and the property was a specified debt obligation 
(other than a mark-to-market property for the 
year), the tax basis of the property to the taxpayer 
at that time, 


(e) where the property was a right of the taxpayer 
to receive an amount, other than property that is 


(1) a debt the amount of which was deducted 
under paragraph 20(1)(p) in computing the 
taxpayer’s income for a taxation year that en- 
ded before that time, 


(ii) a net income stabilization account, or 


(iii) a right in respect of which paragraph (b), 
(c), (c.1), (d.1) or (d.2) applies, 


the amount the taxpayer has a right to receive, 


(e.1) where the property was a policy loan 
(within the meaning assigned by subsection 
138(12)) of an insurer, nil, 


(e.2) where the property is an interest of a benefi- 
ciary under a mining reclamation trust; nil, and 


(f) in any other case, the cost to the taxpayer of 
the property as determined for the purpose of 
computing the taxpayer’s income, except to the 
extent that that cost has been deducted in comput- 
ing the taxpayer’s income for any taxation year 
ending before that time; 


and, for the purposes of this definition, “financial in- 
stitution”, “mark-to-market property” and “specified 
debt obligation” have the meanings assigned by sub- 
section 142.2(1), and “‘tax basis” has the meaning as- 
signed by subsection 142.4(1); 


Related Provisions: 13(7) — Rule affecting capital cost of de- 
preciable property; 13(33) — Consideration given for depreciable 
capital; 52(3)— Cost of stock dividend; 53 — Adjusted cost 
base — adjustments; 70(14) — Order of disposal of depreciable 
property on death; 108(1) — Meaning of “cost amount” of capital 
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interest in a trust. 


History: Para. (c.1), added to the definition “cost shalt by. 1995, 
c. 21, subsec. 59(3), applicable to taxation years that begin after Oc- 
tober 1994. 


Paras. (d.1) and (d.2) added to the definition “cost amount” and 
para. (e) amended by 1995, c. 21, subsec. 59(4), applicable to the 
determination of cost amount at a time os haces 22, Uses 
Para. (e) formerly read: e 


(e) where the property was a debt. owing to the taxpayer 
(other than the amount in respect of such property. that was 
deducted under paragraph 20(1)(p) in computing the tax- 
payer’s income for a taxation year ending before that time or. 
of a net income stabilization account) or any other right of the 
taxpayer to receive an amount (other than a right to receive an 
amount in respect of a net income stabilization account), the 
amortized cost of the property to the taxpayer at that time or, - 
where the property, does not have an amortized cost to the, 
taxpayer, the amount of the debt or gra that was s outstanding 
at that time, 


The closing words added to the definition ‘ legat 07a Ae by 1995, oP 
21,’subsec. 59(5), applicable to the determination of cost amount-at 


atime after February 22, 1994. 


Para. (e.2) added to the definition “cost amount” ee 1995, c. 3, sub- 
sec. 52(3), applicable after 1993. 


Paras. (d) and (e) of “cost amount” amended: yy 1994; 'e..7;Sch. 
VIII (1993, c. 24), subsec. 139(2), para. (d) applicable (by subsec. 
139(11), as amended by 1994, c. 21, s. 138) 


(a) in the case of a corporation, to taxation years “of se corpora- 
tion beginning after June 1988, and 


(b) in any other case, to fiscal periods commencing after 1987, 


except that, in its peat before ae 14, 1990, Pe ot shall be 
read as follows: 


(d) where the property was eligible Raw property in respect 

of a business, */3 of the amount that would, but for, subsection 

14(3), be the cumulative eligible capital of the faxpayer in.te- 
spect of the business.at that time, 


and rely! (e) igen to 1991 et seq. Paras. a) and aie formerly 
read: 3 


(d) where. the property was eligible capital wctwaes of the 
taxpayer in respect of a business,.the amount that would, but 
for subsection 14(3), be that proportion of the cumulative eli- 
gible capital of the taxpayer in respect of the business at that 
time that 


(i) the fair market value at that time of the property | 
is of dt 


(ii) the fair market value at that time of all of the eligible 
capital property of the taxpayer in respect of the business, 


(e) where the property was a debt owing to the taxpayer 
(other than the amount in respect of that property that was 

deducted: under: paragraph 20(1)(p) in’ computing the tax-" 
payer’s income for a taxation year ending before that time) or 

any other right of the taxpayer to receive an amount, the am- 

ortized cost of the property to the taxpayer at that time or, 

where the property does not have an amortized ‘cost to-the 

taxpayer, the amount of the debt or right that was outstanding ° 
at that time, 


Paras. (a), (d) of “cost amount” substituted by 1994, c. d>sch. Il 
(1991, c. 49), subsecs. 192(2), (3), para. (a) applicable after May 22, 
1985; para. (d) applicable after 1987 except that DeroTe wit 24 14, 
1990 the para. shall be réad as follows: 


(d) where the property was’ eligible capital property of the 
taxpayer in respect of a business, the amount that would, but 
for subsection 14(3), be the cumulative eligible capital of the 
taxpayer in respect of the business at that time,, : 
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Paras. (a), (d) formerly read: 


(a) where the property was depreciable property of the tax- 
payer of a prescribed class, that proportion of the: un- 
depreciated capital cost to the taxpayer of property of that 
class at that time that the capital cost to the taxpayer of the 
property is of the capital cost to the taxpayer of all property 
of that class, 


(d) where the property was eligible capital property of the 
taxpayer in respect of a business, the cumulative eligible cap- 
ital of the taxpayer in respect of the business. at that time, 


Pre-RSC History: Para. (e) of “cost amount” substituted, para. 
(e.1) added by 1988, c. 55, subsec. 188(2), applicable eet 1986. 
Para. (e) formerly read: 


(e) where the property was a debt owing to the taxpayer 
(other than a debt the amount of which was deducted under 
paragraph 20(1)(p) in computing the taxpayer’s income for a 
taxation year ending before that time) or any other right of the 
taxpayer to receive an amount, the amount of the debt or 
other right that was outstanding at that time, and 


Para. (e.1) of “cost amount” repealed by 1986, c. 6, subsec. 126(2), 
applicable to 1986 et seq. Para. (e.1) formerly read: 


(e.1) where the property was an indexed security of the tax- 
payer, its fair market value (within the meaning assigned by 
paragraph 47.1(1)(d)) at that time, and 


Para. (e.1) of “cost amount” added by 1984, c. 1, subsec. 104(1), 
applicable after September 30, 1983. 


Selected Cases [subsec. 248(1)“cost amount”]: Canada v. 
Dresden Farm Equipment Ltd., [1989] 1 C.T.C. 99 (FCA) (No in- 
ventory deduction for dealer/agent selling goods he did not own be- 
cause there was no cost amount). 


I.T. Application Rules: 18 (property acquired before 1972). 


Interpretation Bulletins: IT-142R3: Settlement, of debts on the 
winding-up of a corporation; IT-220R2: CCA — Proceeds of dispo- 
sition of depreciable property; IT-457R: Election by professionals 
to exclude work in progress from income; IT-471R: Merger of part- 
nerships; IT-488R2: Winding-up of 90%-owned taxable Canadian 
corporation; IT-528: Transfers of funds between registered plans. 


“credit union’’ has the meaning assigned by subsec- 
tion 137(6); 

Pre-RSC History: “Credit union” enacted: by 1974-75-76, c. 26, 
subsec, 125(2), applicable to 1972 et seq. 


“cumulative eligible capital’? has the meaning as- 
signed by subsection 14(5); 


“death benefit” means the total of all amounts re- 
ceived by a taxpayer in a taxation year on or after the 
death of an employee in recognition of the em- 
ployee’s service in an office or employment minus 


(a) where the taxpayer is the only person who has 
received such an amount and who is a surviving 
spouse of the employee (which person is, in this 
definition, referred to as the “surviving spouse’), 
the lesser of 


(i) the total of all amounts so received by the 
taxpayer in the year, and 


(ii) the amount, if any, by which $10,000 ex- 
ceeds the total of all amounts received by the 
taxpayer in preceding taxation years on or af- 
ter the death of the employee in recognition of 
the employee’s service in an office or employ- 
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ment, or 


(b) where the taxpayer is not the surviving spouse 
of the employee, the lesser of 


- (i) the total of all amounts so received by the 
taxpayer in the year, and | 


(ii) that proportion of 


(A) the amount, if any, by which $10,000 
exceeds. the total of all amounts received 
by the surviving spouse of the employee at 
any time on or after the death of the em- 
ployee in recognition of the employee’s 
service in an office or employment 


that 


(B) the amount dbscritied in subparagraph 
(i) 
is of 


(C) the total of all amounts received by. all 
taxpayers other than the surviving spouse 
of the employee at.any time on or after the 
death of the employee in recognition of the 
employee’s. service in. an. office. or 
employment; ) 
Related Provisions: 56(1)(a)(iii) — Death benefit included in in- 


come; 104(28) — Death benefit flowed. through. trust; 252(4)(a) — 
Extended meaning of “spouse”. 


History: That portion of para. (a) of “death benefit” preceding sub- 
para. (i) amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 
139(3), applicable. to 1993 et seq: That portion formerly read: 


(a) where the taxpayer is the SRENTVIRE spouse of the em- 
ployee, the lesser of 


Pre-RSC History: “Death benefit” substituted; by 1985; c: 45, 
subsec, 122(1), applicable to 1985, et seq. The definition formerly 
read: 


“death benefit” for a taxation year means the amount or 
amounts received in the year by any person upon or after the. 
death of an employee in recognition of his service in an office 
or employment minus 


(a) where the amount or amounts were received by his 
widow, the lesser of 


(i) the amount or amounts so received, and 


(ii) an amount equal to the employee’s salary, wages 
and other remuneration for the last year in that office 
or employment for.which he received, any such re- 
muneration or $10,000, whichever is the lesser, mi- 
nus amounts deductible in computing for previous 
years the death benefits received in respect of his ser- 
vice in that office or employment, or 


(b) where the employee died without leaving a widow or |» 
where no amount is deductible in computing for any year 
the death benefits received by his widow in respect of his 
service in that or.any other office or employment, the 
lesser of 


(i) the amount or amounts so received, and 


(ii) that proportion of any amount determined as pro- 
vided in subparagraph (a)(ii) that the amount or 

“amounts so received are of the aggregate of all 
amounts received in the year, by each of the persons 
who received any such amount or amounts, upon or 
after the death of the employee in recognition of his 
service in that office or employment, 
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except that where any death benefits were received in the 
year in respect of the services of an employee in more than 
one office or employment, 


(c) this definition shall be read as requiring a separate de- 
termination of the death benefits received in respect of 
his service in each particular office or employment, and 
(d) there shall be substituted for the amount determined 
under subparagraph (a)(ii) or (b)(ii), as the case may be, 
in respect of each particular office or employment an 
amount equal to that proportion of the amount otherwise 
determined thereunder that the employee’s salary, wages 
and other remuneration for the last year in that particular 
office or employment for which he received any such re- 
muneration is of the aggregate of his said remuneration 
for the last years in each of the said offices or employ- 
ments from which he received any such remuneration; 


Interpretation Bulletins: IT-508R: Death benefits. 


“deferred amount” at the end of a taxation year 
under a salary deferral arrangement in respect of a 
taxpayer means 


(a) in the case of a trust governed by the arrange- 
ment, any amount that a person has a right under 
the arrangement at the end of the year to receive 
after the end of the year where the amount has 
been received, is receivable or may at any time 
become receivable by the trust as, on account or 
in lieu of salary or wages of the taxpayer for ser- 
vices rendered in the year or a preceding taxation 
year, and 


(b) in any other case, any amount that a person 
has a right under the arrangement at the end of 
the year to receive after the end of the year, 


and, for the purposes of this definition, a right under 
the arrangement shall include a right that is subject 
to one or more conditions unless there is a substan- 
tial risk that any one of those conditions will not be 
satisfied; 

Pre-RSC History: “Deferred amount” enacted by 1986, c. 55, 
subsec. 78(3), applicable after February 25, 1986 with respect to 
plans and arrangements otherwise than with respect to an amount 
that would be a deferred amount but for this exception under an 
agreement in writing made before February 26, 1986 by a taxpayer 


and his employer or former employer where the amount is in respect 
of 


(a) services rendered by the taxpayer before July, 1986; or 


(b) services rendered by the taxpayer after June, 1986, where 
the taxpayer is obliged to defer receipt of the amount and can- 
not cancel or otherwise avoid that obligation. 


“deferred profit sharing plan” has the meaning as- 
signed by subsection 147(1); 


“depreciable property” has the meaning assigned 
by subsection 13(21); 


Related Provisions: See under 13(21)“depreciable property”. 


Selected Cases [subsec. 248(1)“depreciable property”): 
Gordon v. Canada, [1995] 2 C.T.C. 2185 (TCC) (Uncompleted film 
held to be “depreciable property”. Terminal loss allowed). 


I.T. Application Rules: 18, 20 (property acquired before 1972). 


“designated insurance property” has the meaning 
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assigned by subsection 138(12); 

History: The definition “designated insurance property” added to 
subsec. 248(1) by 1997, c. 25, subsec. 71(3), applicable to 1997 et 
seq. 


“designated surplus” — [Repealed under former 
Act] 


Pre-RSC History: “Designated surplus” repealed by 1977-78, c. 
1, subsec. 98(1), applicable after March 31, 1977. “Designated sur- 
plus” formerly read: 


“designated surplus” has the meaning assigned by Part VII; 


“dividend” includes a stock dividend (other than a 
stock dividend that is paid to a corporation or to a 
mutual fund trust by a non-resident corporation); 


Related Provisions: 15(3), (4) — Interest or dividend on income 
bond or debenture; 52(3) — Cost of stock dividend; 55(2) — Capi- 
tal gains stripping — Deemed dividend; 82(1) — Dividends in- 
cluded in income; 84-—— Deemed dividend; 90 — Dividend from 
non-resident corporation; 93(1) — Election re disposition of share 
in foreign affiliate; 137(4.2) — Credit unions — deemed interest 
deemed not to be a dividend; 258 — Certain amounts deemed to be 
or not to be dividends. 
History: “Dividend” substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(1), applicable to stock dividends paid to a corporation 
or to a mutual fund trust 

(a) after May 23, 1985 and before 1991, where the corporation 

or trust, as the case may be, so elected by notifying the Minister 

of National Revenue in writing before July 1991, and 


(b) in any other case, after 1990, 


and, notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to an election by a taxpayer pursuant to paragraph (a) above. 
“Dividend” formerly read: 


“dividend” includes a stock dividend; 


Pre-RSC History: “Dividend” substituted by 1986, c. 6, subsec. 
126(3), applicable with respect to dividends paid after May 23, 
1985 other than dividends declared on or before that day. That defi- 
nition formerly read: 


“dividend” includes a stock dividend, but does not include a 
stock dividend that was 


(a) paid before 1972, 


(b) paid after March 31, 1977 by a public corporation 
(other than an investment corporation) to 


(1) a person resident in Canada other than 


(A) a non-resident-owned investment corpora- 
tion that, either alone or together with other per- 
sons related to it, owns more than 10% of-the 
shares of the class of the capital stock of the cor- 
poration on which the stock dividend was paid, 


(B) a non-resident-owned investment corpora- 
tion where the stock dividend is paid on shares 
of a class that is not the same as the class to 
which the share on which the stock dividend was 
paid belongs, or 


(C) a corporation (other than a non-resident- 
owned investment corporation) to which a divi- 
dend paid on the share of the class of the capital 
stock of the corporation on which the stock divi- 
dend was paid would, if paid at the time the 
stock dividend was paid, not be deductible for 
the purpose of computing its taxable income, or 


(ii) a person not resident in Canada other than a per- 
son who either alone or together with other persons 
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related to him owns more than 10% of the shares of 
the class of the capital stock of the corporation on 
which the stock dividend was paid, or 


(c) paid after 1976 by a corporation other than a corpora- 
tion resident in Canada, 
and “stock dividend” includes any dividend paid by a corpo- 
ration to the extent that it is paid by the issuance of shares of 
any class of the capital stock of the payer corporation; 


All that portion of para. (b) preceding subpara. (ii) substituted by 
1980-81-82-83, c. 48, subsec. 108(2), applicable with respect to 
stock dividends paid to a non-resident-owned investment corpora- 
tion after November 16, 1978, stock dividends paid by an invest- 
ment corporation after December 11, 1979 and stock dividends paid 
to a life insurance corporation after April 21, 1979. That portion 
formerly read: 


(b) paid after March 31, 1977 by a public corporation to 
(i). a person resident in Canada other than 


(A) a non-resident-owned investment corporation 
that, either alone. or together with other persons re- 
lated to it, owns more than 10% of the shares of the 
class of the capital stock of the corporation on which 
the stock dividend was paid, or 


(B) a corporation to which a dividend paid on the 
share of the class of the capital stock of the corpora- 
tion on which the stock dividend was paid would, if 
paid at the time the stock dividend was paid, not be 
deductible for the purpose of computing its taxable 
income by virtue of section 112, or 


Subpara. (b)(i) substituted by 1979, c. 5, subsec. 66(5), applicable 
with respect to dividends paid after November 16, 1978. Subpara. 
(b)(i) formerly read: 


(i) a person resident in Canada (other than a non-resident- 
owned investment corporation that, either alone or together 
with other persons related to it, owns more than 10% of the 
shares of the class of the capital stock of the corporation on 
which the stock dividend was paid), or 


“Dividend” substituted by 1977-78, c. 1, subsec. 98(2), applicable 
after March 31, 1977. “Dividend” formerly read: 


“dividend” includes a stock dividend, other than a stock divi- 
dend that was paid before 1972; 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-88R2: Stock dividends; IT-243R4: 
Dividend refund to private corporations. 


“dividend rental arrangement” of a person means 
any arrangement entered into by the person where it 
may reasonably be considered that 


(a) the main reason for the person entering into 
the arrangement was to enable the person to re- 
ceive a dividend on a share of the capital stock of 
a corporation, other than a dividend on a pre- 
scribed share or a share described in paragraph 
(e) of the definition “term preferred share” in this 
subsection. or an amount deemed to be received 
as a dividend on a share of the capital stock of a 
corporation by reason of subsection. 15(3), and 


(b) under the arrangement someone other than 
that person bears the risk of loss or enjoys the op- 
portunity for gain or profit with respect to the 
share in any material respect, 


and for greater certainty includes any arrangement 


S. 248(1) emp 


under which 


(c) a corporation at any time receives on a partic- 
ular share a taxable dividend that would, but for 
subsection 112(2.3), be deductible in computing 
its taxable income or taxable income earned in 
Canada for the taxation year that includes that 
time, and 


(d) the corporation is obligated to pay to another 
person an amount as compensation for 


(i) that dividend, 


(ii), a dividend on a share that is identical to 
the particular share, or 


(iii) a dividend on a share that, during the term 
of the arrangement, can reasonably be ex- 
pected to. provide to a holder of the share the 
same or substantially the same proportionate 
risk of loss or opportunity for gain as the par- 
ticular share, 


that, if paid, would be deemed by subsection 
260(5) to have been received by that other person 
as a taxable dividend; 
Related Provisions: 82(1)(a)(i) — Taxable dividends received; 
112(2.3) — Intercorporate dividends — where no deduction permit- 
ted; 260(6.1)— Deductible amount under securities lending 
arrangement. 


History: That portion of the definition “dividend ‘rental arrange- 
ment” after,para. (b) added by 1995, c. 21, subsec. 74(1), applicable 
to dividends received at any. time by a corporation on shares 
acquired 


(a) before that time and after April 1989, where the corporation 
so elects by notifying the Minister of National Revenue in writ- 
ing before 1996; and 


_(b). before that time and after June 1994, in any other case. 


Pre-RSC. History: “Dividend rental arrangement” enacted by 
1990, c..39, subsec, 54(2), applicable after April 1989. 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada. 


“eligible capital amount” has the meaning assigned 
by subsection 14(1); 


Pre-RSC History: “Eligible capital amount” enacted by 1988, c. 
55, subsec. 188(14), applicable after 1987. 


“eligible capital expenditure’ has the meaning as- 
signed by subsection 14(5); 


“eligible capital property” has the meaning as- 
signed by section 54; 


“eligible funeral arrangement” has the meaning 
assigned by subsection 148.1(1); 

History: The definition “eligible funeral arrangement” added by 
1995, c. 21, s. 65, applicable after 1992. 


“employed” means performing the duties of an of- 
fice. or employment; 


Selected Cases [subsec. 248(1)“employed”]: Boardman v. 
The Queen, [1979] C.T.C. 159 (FCTD) (Taxpayer held to be an em- 
ployee despite contract ascribing independent contractor status). 


“employee” includes officer; 
Related Provisions: 248(1)“employment” — Further meaning of 
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“employee”. 


Selected Cases [subsec. 248(1)“employee”]: Grohne vy. 
Canada, [1989] 1 C.T.C. 434 (FCTD) (Director/shareholder and 
president receiving shares below fair market value did not receive 
benefit in respect of office or employment). 


Interpretation Bulletins: IT-525: Performing artists. 


Forms: CPT-1: Request for a ruling as to the status of a worker 
under the Canada Pension Plan or Unemployment Insurance Act. 


“employee benefit plan” means an arrangement 
under which contributions are made by an employer 
or by any person with whom the employer does not 
deal at arm’s length to another person (in this Act 
referred to as the “custodian” of an employee benefit 
plan) and under which one or more payments are to 
be made to or for the benefit of employees or former 
employees of the employer or persons who do not 
deal at arm’s length with any such employee or for- 
mer employee (other than a payment that, if section 
6 were read without reference to subparagraph 
6(1)(a)@i) and paragraph 6(1)(g), would not be re- 
quired to be included in computing the income of the 
recipient), but does not include 


(a) a fund or plan referred to in subparagraph 
6(1)(a)(i) or paragraph 6(1)(d) or (f), 

(b) a trust described in paragraph 149(1)(y), 

(c) an,employee trust, 


(c.1) a salary deferral arrangement, in respect of a 
taxpayer, under which deferred amounts are re- 
quired to be included as benefits under paragraph 
6(1)(a) in computing the taxpayer’s income, 


(c.2) a retirement compensation arrangement, 


(d) an arrangement the sole purpose of which is 
to provide education or training for employees of 
the employer to improve their work or work-re- 
lated skills and abilities, or 


(e) a prescribed arrangement; 


Related Provisions: 6(1)(g) — Amount received from employee 
benefit plan taxable; 12(11) — Definitions — “investment con- 
tract”; 32.1 — Deductions to employer re employee benefit plan; 
104(6)(a.1) — Deduction in computing income of employee benefit 
plan; 107.1 — Distribution by employee benefit plan; 212(17) — 
No non-resident withholding tax on payments from employee bene- 
fit plan. 


History: Para. (e) of “employee benefit plan” substituted by 1994, 
c. 21, subsec. 109(2), applicable after 1979. That para. formerly 
read: 


(e) a prescribed fund or plan; 


Pre-RSC History: “Employee benefit plan” amended by 1987, c. 
46, subsec. 69(1), to substitute in that portion preceding para. (a) 
“(in this Act referred to as the “custodian” of an employee benefit 
plan)” for “(in sections 18 and 32.1 referred to as the “custodian”)”, 
and to add para. (c.2), applicable after October 8, 1986. 


Para. (c.1) of “employee benefit plan” added by 1986, c. 55, subsec. 
78(2), applicable after February 25, 1986 with respect to plans and 
arrangements otherwise than with respect to an amount that would 
be a deferred amount but for this exception under an agreement in 
writing made before February 26, 1986 by a taxpayer and his em- 
ployer or former employer where the amount is in respect of 


(a) services rendered by the taxpayer before July, 1986; or 
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(b) services rendered by the taxpayer after June, 1986, where 
the taxpayer is obliged to defer receipt of the amount and can- 
not cancel or otherwise avoid that obligation. 


“Employee benefit plan” enacted by 1980-81-82-83, c. 48. subsec. 
108(3), applicable after 1979. 


Selected Cases [subsec. 248(1)“employee benefit plan”): 
Canada vy. Chrysler Canada Ltd. (No. 3), [1992] 2 C.T.C. 95 
(FCTD) (Employee stock ownership plan was “stock option” under 
section 7, not “employee benefit plan’). 

Regulations: 6800 (prescribed plan, prescribed arrangement). 
Interpretation Bulletins: IT-470R: Employees’ fringe benefits: 
IT-502: Employee benefit plans and employee trusts. 


Advance Tax Rulings: ATR-17: Employee benefit plan — 
purchase of company shares; ATR-21: Pension benefit from an un- 
registered pension plan. 


“employee trust” means an arrangement (other than 
an employees profit sharing plan, a deferred profit 
sharing plan or a plan referred to in subsection 
147(15) as a “revoked plan’’) established after 1979 


(a) under which payments are made by one or 
more employers to a trustee in trust solely to pro- 
vide to employees or former employees of 


(i) the employer, or 


(ii) a person with whom the ERINOVEL does 
not deal at arm’s length, 


benefits the right to which vests at the time of 
each such payment and the amount of which does 
not depend on the individual’s position, perform- 
ance or compensation as an employee, 


(b) under which the trustee has, since the com- 
mencement of the arrangement, each year allo- 
cated to individuals who are beneficiaries there- 
under, in such manner as is reasonable, the 
amount, if any, by which the total of all amounts 
each of which is 


(i) an amount received under the arrangement 
by the trustee in the year from an employer or 
from a person with whom the employer does 
not deal at arm’s length, 


(ii) the amount that would, if this Act were 
read without reference to subsection 104(6), 
be the income of the trust for the year (other 
than a taxable capital gain from the disposi- 
tion of property) from a property or other 
source other than a business, or 


(iit) a capital gain of the trust for the year 
from the disposition of property 


exceeds the total of all amounts each of which is 


(iv) the loss of the trust for the year (other 
than an allowable capital loss from the dispo- 
sition of property) from a property or other 
source other than a business, or 


(v) a capital loss of the trust for the year from 
the disposition of property, and 


(c) the trustee of which has elected to qualify the 
arrangement as an employee trust in its return of 
income filed within 90 days from the end of its 
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first taxation year; 


Related Provisions: 6(1)(h)— Amounts received from em- 
ployee trust taxable; 104(6)(a) — Deduction in computing income 
of, employee trust; 107.1 — Distribution by employee trust; 
212(17) — No non-resident withholding tax on payments from em- 
ployee trust. 


Pre-RSC History: “Employee trust” enacted by 1980-81-82-83, c. 
48, subsec. 108(4), applicable after 1979. 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. 


“employees profit sharing plan’ has the meaning 
assigned by subsection 144(1); 


“employer’’, in relation to an officer, means the per- 
son from whom the officer receives the officer’s 
remuneration; 

Related Provisions: 6(2) — Definition of “employer” for auto- 
mobile standby charge; 6(17) — Extended definition for disability 
insurance top-up payments; 80.4(1)(b)(G) — Definition of “em- 
ployer” for employee loans; 81(3)(c) — Definition of “employer” 
for municipal officer’s expense allowance; 126.1(1) — Definition 
of “employer” for UI premium tax credit; 207.6(3)(a) — Definition 
of “employer” for incorporated employee/RCA rules; 252.1 — Ap- 
plication of pension rules where union is employer. 


Forms: PD20: Employer registration. 


“employment” means the position of an individual 
in the service of some other person (including Her 
Majesty or a foreign state or sovereign) and “ser- 
vant” or “employee” means a person holding such a 
position; 

Selected Cases [subsec. 248(1)“employment”]: Scott v. 
Canada, [1991}.1 C:1.C. 395 (FCTD) (Options received by director 
in recognition of services rendered received in respect of employ- 
ment; director can be considered employee without receiving remu- 
neration for services). 


Interpretation Bulletins: IT-525: Performing artists (determining 
whether self-employed or employed). 


Forms: CPT-1: Request. for a ruling as to the status of a worker 
under the Canada Pension Plan or Unemployment Insurance Act. 


“estate” has the meaning assigned by subsection 
104(1); | 

Related Provisions: 128(1)(b) — Where corporation bankrupt: 
128(2)(b) — Where individual bankrupt. 


“estate of the bankrupt’ has the same meaning as 
in the Bankruptcy and Insolvency Act; 
History: The definition “estate of the bankrupt” added by 1995, c. 


21, subsec. 43(2), applicable to taxation years that end after Febru- 
ary 21, 1994, 


“exempt income” means property received or ac- 
quired by a person in such circumstances that. it is, 
because of any provision of Part I, not included.in 
computing the person’s income, but does not include 
a dividend on a share or a support amount (as de- 
fined in subsection 56.1(4)); 


Related Provisions: 81 — Amounts not included in income; 
149 — Exempt taxpayers. 


History: The definition “exempt income” in subsec. 248(1) 
amended. by 1997, c. 25, subsec. 71(1), applicable after 1996. It for- 
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merly read: 


“exempt income”, means money or property received or ac- 
quired by a person in such circumstances that it is, by reason 
of any provision in Part I, not included in computing the per- 
son’s income, but for greater certainty does not include a div- 
idend on a share; 


Pre-RSC History: “Exempt income” substituted by 1988, c. 55, 
subsec. 188(1), applicable with respect to transactions entered into 
on or after September 13, 1988, other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10) commencing before 
September 13, 1988, and completed before 1989; or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


“Exempt income” formerly read: 


“exempt income” means money or ‘property received or ac- 
quired by a person in such circumstances that it is, by reason 
of any provision in Part I, not included in computing his in- 
come, but for greater certainty does not include a dividend on 
a share, except that, for the purposes of paragraph 247(1)(c), 
“exempt income” includes a dividend received by him the 
amount of which may be deducted by him from his income 
by virtue of subsection 112(1); 
“Exempt income” substituted by 1973-74, c. 14, subsec. 69(2), ap- 
plicable to 1972 et seq. de 


“farming” includes tillage of the soil, livestock rais- 
ing or exhibiting, maintaining of horses for racing, 
raising of poultry, fur farming, dairy farming, fruit 
growing and the keeping of bees, but does not in- 
clude an office or employment under a person en- 
gaged in the business of farming; 

Related Provisions: 28-31 — Rules for computing income from 
farming. 


Selected Cases [subsec. 248(1)“farming”]: Levy v. MNR, 
[1990] 2 C.T.C. 83 (FCTD) (Member of syndicate that bred and 
raced horses held to be in farming business despite not actively par- 
ticipating); Juster v. The Queen, [1974] C.T.C. 681 (FCA) (Horse 
trader held to be engaged in farming); Maber v. MNR, [1971] 
C.T.C. 866 (FCTD) (After selling large part of ranch, taxpayer mak- 
ing improvements and constructions on remaining land in prepara- 
tion for cattle ranching held engaged in continuation of original 
activity). 

Interpretation Bulletins: IT-156R: Feedlot operators; IT-268R3: 
Inter vivos transfer of farm property to child; IT-433R: Farming or 
fishing — use of cash method. 


‘farm loss” has the meaning assigned by subsection 
111(8); 
Related Provisions: 31(1), (1.1), 248(1) — Definition of “re- 


stricted farm loss”; .111(9) — Farm loss where taxpayer not resident 
in Canada. 


History: “Farm loss” added by. 1984, c. 1, subsec. 104(2), applica- 
ble to 1983 et seq. 


‘filing-due date” for a taxation year of a taxpayer 
means the day on or before which the taxpayer’s re- 
turn of income under Part I for the year is required to 
be filed or would be required to be filed if tax under 
that Part were payable by the taxpayer for the year; 
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Related Provisions: 150(1) — Due dates for filing returns. 


History: The definition “filing-due date” added by 1996, c. 21, 
subsec. 60(2), applicable after 1993. 


“fiscal period’ — [Repealed] 


Related Provisions: 25(1) — Fiscal period for individual propri- 
etor of business disposed of; 99(1) — Fiscal period of terminated 
partnership; 99(2)—(4) — Fiscal period for individual member of 
terminated partnership; 128.1(1)(a)(ii) — Corporation or: trust be- 
coming resident in Canada deemed not to have established a fiscal 
period; 128.1(4)(a)(4i) — Corporation or trust becoming non-resi- 
dent deemed not to have established a fiscal period; 249(1) — “Tax- 
ation year”; 249(2)(b) — Where end of fiscal period coincides with 
end of taxation year; 249(4)(d) — New fiscal period after change in 
control of corporation. 


History: The definition “fiscal period” repealed by 1996, c. 21, 
subsec. 60(1), applicable to fiscal periods that begin after 1994. It 
formerly read: 


“fiscal period” means the period for which the accounts of the 
business of the taxpayer have been ordinarily made up and 
accepted for purposes of assessment under this Act and, in the 
absence of an established practice, the fiscal period is that 
adopted by the taxpayer, but no fiscal period may exceed 


(a) in the case of a corporation, 53 weeks, and 
(b) in the case of any other taxpayer, 12 months, 
and no change in a usual and accepted fiscal period may be 


made for the purposes of this Act without the concurrence of 
the Minister; 


Selected Cases [248(1)“fiscal period”]: Bishay v. MNR, 
[1996] 1 C.T.C. 2286 (FCTD) (Unilateral change of year-end by 
taxpayer prohibited). 

Interpretation Bulletins: IT-179R: Change of fiscal period. 
Information Circulars: 80-10R: Registered charities: operating a 


registered charity; 88-2 para. 21: General anti-avoidance rule — 
section 245 of the Income Tax Act. 


“fishing”’ includes fishing for or catching shell fish, 
crustaceans and marine animals but does not include 
an office or employment under a person engaged in 
the business of fishing; 


Interpretation Bulletins: IT-433R: Farming or fishing use of 
cash method 


“foreign affiliate” has the meaning assigned by sub- 
section 95(1); 


Interpretation Bulletins: IT-343R: Meaning of the term 
“corporation”. 


“foreign exploration and development expenses” 
has the meaning assigned by subsection 66(15); 
Pre-RSC History: “Foreign exploration. and development ex- 


penses” enacted by 1985, c. 45, subsec. 122(2), applicable to taxa- 
tion years commencing after 1984. 
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“foreign resource property” has the meaning as- 
signed by subsection 66(15); 
Pre-RSC History: “Foreign resource property” enacted by 1985, 


c. 45, subsec. 122(1). “Foreign resource property” was formerly de- 
fined under “Canadian resource property”. 


“foreign retirement arrangement” means a pre- 
scribed plan or arrangement; 


Related Provisions: 
contract”. 


12(11) — Definitions — “investment 


History: “Foreign retirement arrangement” enacted by 1994, c. 7, 
Sch. II (1991, c. 49), subsec. 192(14), applicable to 1990 et seq. 


Regulations: 6803 (prescribed plan or arrangement is U.S. IRA). 


“former business property” of a taxpayer means a 
capital property of the taxpayer that was used by the 
taxpayer or a person related to the taxpayer primarily 
for the purpose of gaining or producing income from 
a business, and that was real property of the taxpayer 
or an interest of the taxpayer in real property, but 
does not include 


(a).a rental property of the taxpayer, 


(b) land subjacent to a rental property of the 
taxpayer, 

(c) land contiguous to land referred to in para- 
graph (b) that is a parking area, driveway, yard or 
garden or that is otherwise necessary for the use 
of the rental property referred to therein, or 


(d) a leasehold interest in any property described 

in paragraphs (a) to (c), 
and, for the purpose of this definition, “rental prop- 
erty” of a taxpayer means real property owned by the 
taxpayer, whether jointly with another person or oth- 
erwise, and used by the taxpayer in the taxation year 
in respect of which the expression is being applied 
principally for the purpose of gaining or producing 
gross revenue that is rent (other than property leased 
by the taxpayer to a person related to the taxpayer 
and used by that related person principally for any 
other purpose), but, for greater certainty, does not in- 
clude a property leased by the taxpayer or the related 
person to a lessee, in the ordinary course of a busi- 
ness of the taxpayer or the related person of selling 
goods or rendering services, under an agreement by 
which the lessee undertakes to use the property to 
carry on the business of selling or promoting the sale 
of the goods or services of the taxpayer or the related 
person; 
Related Provisions: 13(4), 44(1)(b), 44(6) — Rollovers of for- 


mer business property replaced by new property; 87(2)(1.3) — 
Amalgamations — replacement property; 248(4) — Interest in real 
property. 

History: That portion of “former business property” preceding 
para. (a) and that portion following para. (d) substituted by 1994, c. 
7, Sch. II (1991, c. 49), subsecs. 192(4), (5), applicable to disposi- 
tions of property occurring after July 13, 1990. Those portions for- 
merly read: 


“former business property” of a taxpayer. means a capital 
property that was used by the taxpayer primarily for the pur- 
pose of gaining or producing income from a business, and 
that was real property or an interest therein of the taxpayer, 
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but does not include 


and, for the purposes of this definition, “rental property” of a 
taxpayer means real property owned by the taxpayer, whether 
jointly with another person or otherwise, if the property was 
used by the taxpayer in the taxation year in respect of which 
the expression is being applied principally for the purpose of 
gaining or producing gross revenue that is rent, but, for 
greater certainty, does not include a property leased by the 
taxpayer to a lessee, in the ordinary course of the taxpayer’s 
business of selling goods or rendering services, under an 
agreement by which the lessee undertakes to use the property 
to carry on the business of selling or promoting the sale of the 
taxpayer’s goods or services; 


Pre-RSC History: “Former business property” enacted by 1977- 
78, c. 1, subsec. 98(3), applicable after March 31, 1977. 


Selected Cases [subsec. 248(1)“former business prop- 
erty”): Buonincontri v. The Queen, [1985] 1 C.T.C. 370 (FCTD) 
(Rental property held not to be business property). 


Interpretation Bulletins: IT-491: Former business property. 


“goods and services tax” means the tax payable 
under Part IX of the Excise Tax Act; 


Related Provisions: 6(1)(e.1), 15(1.4) — Employee and share- 
holder benefits; 248(15)-(18) — Rules with respect to GST. 


Pre-RSC History: “Goods and services tax” enacted by 1990, c. 
45, subsec. 53(1), applicable after 1990. 


“grandfathered share’’ means 


(a) a share of the capital stock of a corporation 
issued after 8:00 p.m. Eastern Daylight Saving 
Time, June 18, 1987 pursuant to an agreement in 
writing entered into before that time, 


(b) a share of the capital stock of a corporation 
issued after 8:00 p.m. Eastern Daylight Saving 
Time, June 18, 1987 and before 1988 as part of a 
distribution to the public made in accordance 
with the terms of a prospectus, preliminary pro- 
spectus, registration statement, offering memo- 
randum or notice filed before 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 with a pub- 
lic authority pursuant to and in accordance with 
the securities legislation of the jurisdiction in 
which the shares are distributed, 


(c) a share (in this paragraph referred to as the 
“new share’) of the capital stock of a corporation 
that is issued after 8:00 p.m. Eastern Daylight 
Saving Time, June 18, 1987 in exchange for 


(i) a share of a corporation that was issued 
before 8:00 p.m. Eastern Daylight Saving 
Time, June 18, 1987 or is a grandfathered 
share, or 


(ii) a debt obligation of a corporation that was 


(A) issued before 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987, or 


(B) issued after 8:00 p.m. Eastern Daylight 
Saving Time, June 18, 1987 under an 
agreement in writing entered into before 
that time, or after that time and before 
1988 as part of a distribution to the public 
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made in accordance with the terms of a 
prospectus, preliminary prospectus, regis- 
tration statement, offering memorandum or 
notice filed before that time with a public 
authority under and in accordance with the 
securities legislation of the jurisdiction in 
which the debt obligation is distributed, 


where the right to the exchange and all or sub- 
stantially all the terms and conditions of the new 
share were established in writing before that time, 
and 


(d) a share of a class of the capital stock of a Ca- 
nadian corporation listed on a prescribed stock 
exchange that is issued after 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 on the exer- 
cise of a right that 


(i) was issued before that time, that was issued 
after that time under an agreement in writing 
entered into before that time or that was is- 
sued after that time and before 1988 as part of 
a distribution to the public made in accor- 
dance with the terms of a prospectus, prelimi- 
nary prospectus, registration statement, offer- 
ing memorandum or notice filed before that 
time with a public authority under and in ac- 
cordance with the securities legislation of the 
jurisdiction in which the rights were distrib- 
uted, and 


(ii) was listed on a prescribed stock exchange, 


where all or substantially all the terms and condi- 
tions of the right and the share were established 
in writing before that time, 


except that a share that is deemed under the defini- 
tion “short-term preferred share”, “taxable preferred 
share” or “term preferred share” in this subsection or 
under subsection 112(2.2) to have been issued at any 
time shall be deemed after that time not to be a 
grandfathered share for the purposes of that 
provision; 
Related Provisions: 87(4.2), (4.3) — Amalgamation. 
History: Subpara. (c)(ii) and para. (d) of “grandfathered share” 
substituted by 1994, c. 7, Sch. If (1991, c. 49), subsecs. 192(6), (7), 
applicable to shares issued, or deemed by the Act to have been is- 
sued, after 8 p.m. EDST, June 18, 1987. Subpara. (c)(ii) and para. 
(d) formerly read: 
(ii) a debt obligation of a corporation that was issued 
before 8:00 p.m. Eastern Daylight Saving Time, June 18, 
1987, or issued after that time pursuant to an agreement 
in writing entered into before that time 


(d) a share of a class of the capital stock of a Canadian corpo- 
ration listed on a prescribed stock exchange that is issued af- 
ter 8:00 p.m. Eastern Daylight Saving Time, June 18, 1987 on 
the exercise of a right 


(i) that was issued before that time and listed on a pre- 
scribed stock exchange in Canada, and 


(11) the terms of which at that time included the right to 
acquire the share, 


where all or substantially all the terms and conditions of the 
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share were established in writing before that time, 


Pre-RSC History: “Grandfathered share” enacted by 1988, c. 55, 
subsec. 188(14), applicable with respect to shares issued after 8 
p.m. EDST, June 18, 1987 and shares deemed by the Act (as 
amended) to have been issued after that date. 


Regulations: 3200 (prescribed stock exchange in Canada). 


“gross revenue” of a taxpayer for a taxation year 
means the total of 


(a) all amounts received in the year or receivable 
in the year (depending on the method regularly 
followed by the taxpayer in computing the tax- 
payer’s income) otherwise than as or on account 
of capital, and 


(b) all amounts (other than amounts referred to in 
paragraph (a)) included in computing the tax- 
payer's income from a business or property for 
the year by virtue of paragraph 12(1)(0) or sub- 
section 12(3) or (4) or section 12.2 of this Act or 
subsection 12(8) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952; 


Related Provisions: 149(9) — Limitation re gross revenue of 
non-profit SR&ED corporation. 


Pre-RSC History: Para. (b) of “gross revenue” substituted by 
1980-81-82-83, c. 140, subsec. 128(2), applicable to 1983 et seq., to 
add “, (4) or (8) or section 12.2”. 


Para. (b) “gross revenue” substituted for paras. (b), (c) by 1977-78, 
c. 1, subsec. 98(4), applicable to taxation years ending after May 25, 
1976. Paras. (b), (c) formerly read: 


(b) all amounts ‘included in computing the taxpayer’s income 
from a business or property for the year by virtue .of para- 
graph 12(1)(o), and 


(c) all amounts (other than amounts referred to in paragraph 
(a)) included in computing the taxpayer’s income from a bus- 
iness for the year by virtue of subsection 12(3); 


“Gross revenue” substituted by 1976-77, c. 4, subsec. 76(1), appli- 
cable to taxation years ending after May 25, 1976. “Gross revenue” 
formerly read: pe OE 


“gross revenue” means the aggregate of all amounts received ~ 
in a taxation year (depending on the method regularly fol- 
lowed by the taxpayer in computing his profit) otherwise than 
as or an account of capital; 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, et ak 


148 of the Revised Statutes of Canada, 1952”). 


“group term life insurance policy” means a group 


life insurance policy under which the only amounts 
payable by the insurer are 


(a) amounts payable on the death or disability of 
individuals whose lives are insured in respect of, 
in the course of or because of, their office or em- 
ployment or former office or employment, and 


(b) policy dividends or experience rating refunds; 


Related Provisions: 6(1)(a)(i), 6(4) — $25,000 group term life 
insurance not a taxable benefit before July 1994; 18(9.01) — Limi- 
tation on deduction for premiums paid; 138(15) — Meaning of 
“group term insurance policy”; Reg. 1408(2) — Definition does not 
apply to regulations re policy reserves. 

History: The definition “group term life insurance policy” 
amended by 1995, c. 3, subsec. 52(2), applicable to insurance pro- 
vided in respect of periods that are after June 1994. The definition 
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formerly read: 


“group term life insurance policy”, with respect to a taxpayer, 
means, subject to subsection 138(15), a group life insurance 
policy under which no amount is payable to a person other 
than the group policyholder as a result of contributions made 
to or under the policy, by the employer of the taxpayer before 
the death or disability of the taxpayer; . 


Pre-RSC History: The definition “Group term life insurance pol- 
icy” did not contain the phrase “subject to subsection 138(15)”. 
See the History to that subsection. 


“Group term life insurance policy” substituted by 1988, c. 55, sub- 
sec. 188(1), applicable after 1987. That definition formerly read: 


“group term life insurance policy”, with respect to a taxpayer, 
means a group life insurance policy under which no amount 
is payable as a result of the contributions made to or under 
the policy by the employer of the taxpayer except in the event 
of the death or disability of the taxpayer; - 


“home relocation loan”? means a loan received by 


an individual or the individual’s spouse in. circum- 
stances where the individual has commenced em- 
ployment at a location in Canada (in this definition 
referred to as the “new work location”) and by rea+ 
son thereof has moved from the residence in Canada 
at which, before the move, the individual ordinarily 
resided (in this definition referred to as the “‘old-resi- 
dence’) to a residence in Canada at which, after the 
move, the individual ordinarily resided (in this defi- 
nition referred to as the “new residence”) if 


(a) the distance between the old residence and the 
new work location is at least 40 kilometres 
greater than the distance between the new resi- 
dence and the new work location, 


(b) the loan is used to acquire a dwelling, or a 
share of the capital stock of a cooperative hous- 
ing corporation acquired for the sole purpose of 
acquiring the right to inhabit a dwelling owned 
by the corporation, where the dwelling is for the 
habitation of the individual and is the individual’s 
new residence, 


(c) the loan is received in. the circumstances de- 
scribed in subsection. 80.4(1), and 


(d) the loan is designated by the individual to be a 
home relocation loan, but in no case shall more 
than one loan in respect of a particular move, or 
more than one loan at any particular time, be des- 
ignated as a home relocation loan by the 
individual; . 

Related Provisions: 15(2)(a)(ii) — Housing loan to shareholder: 


80.4(4) — Home purchase or relocation loan to employee; 
252(4)(a) — Extended meaning of “spouse’’. 


History: Para. (b) of “home relocation loan” substituted by 1994, C 
7, Sch. Il (1991, ¢: 49), subsec: 192(8), ene to 1985 et seq. 
Para. (b) formerly read: 
(b) the loan is used to acquire a dwelling for the habitation of 
the individual that is the new residence, 
Pre-RSC History: “Home relocation loan” enacted by 1986, c. 6, 
subsec. 126(4), applicable to loans made in respect of a commence- 
ment of employment at a new work location after May 23, 1985. 


Interpretation Bulletins: [T-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 
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“{ncome-averaging annuity contract” of an indi- 
vidual means, except for the PusP ORES of section 61, 
a contract 


(a) that is an income-averaging annuity contract 
within the meaning assigned by subsection 61(4), 
and 


(b) in respect of which the individual has made a 
deduction under section 61 in computing the indi- 
vidual’s income for a taxation year; 


Pre-RSC History: “Income-averaging annuity contract” substi- 
tuted by 1973-74, c. 14, subsec. 69(3), applicable to 1972 et seq. 


“income bond” or “income debenture” of a corpo- 
ration (in this definition referred to as the “issuing 
corporation”) means a bond or debenture in respect 
of which interest or dividends are payable only to the 
extent that the issuing corporation has made a profit 
before taking into account the interest or dividend 
obligation and that was issued 


(a) before November 17, 1978, 


(b) after November 16, 1978 and before 1980 
pursuant to an agreement in writing to do so 
made before November 17, 1978 (in this defini- 
tion referred to as an “established agreement”), or 


(c) by an issuing corporation resident in Canada 
for a term that may not, in any circumstances, ex- 
ceed 5 years, 


(i) as part of a proposal to or an arrangement 
with its creditors that had been approved by a 
court under the Bankruptcy and Insolvency 
Act, 


(ii) at a time when all or substantially all of its 
assets were under the control of a receiver, re- 
ceiver-manager, sequestrator or trustee in 
bankruptcy, or 


(iii) at a time when, by reason of financial dif- 
ficulty, the issuing corporation or another cor- 
poration resident in Canada with which it does 
not deal at arm’s length was in default, or 
could reasonably be expected to default, on a 
debt obligation held by a person with whom 
the issuing corporation or the other corpora- 
tion was dealing at arm’s length and the bond 
or debenture was issued either wholly or in 
substantial part and either directly or indi- 
rectly in exchange or substitution for that obli- 
gation or a part thereof, 


and, in the case of a bond or debenture issued af- 
ter November 12, 1981, the proceeds from the is- 
sue may reasonably be regarded as having been 
used by the issuing corporation or a corporation 
with which it was not dealing at arm’s length in 
the financing of its business carried on in Canada 
immediately before the bond or debenture was 
issued, 


and, for the purposes of this definition, 
(d) where the terms or conditions of an estab- 
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lished agreement were amended after November 
16, 1978, the agreement shall be deemed to have 
been made after that date, and 


(e) where 


(i) at any particular time the terms or condi- 
tions of a bond or debenture issued pursuant 
to an established agreement or of any agree- 
ment relating to such a bond or debenture 
have been changed, 


(ii) under the terms or conditions of a bond or 
debenture acquired in the ordinary course of 
the business carried on by a specified finan- 
cial institution or a partnership or trust (other 
than a testamentary trust) or under the terms 
or conditions of any agreement relating to any 
such bond or debenture (other than an agree- 
ment made before October 24, 1979 to which 
the issuing corporation or any person related 
thereto was not a party), the owner thereof 
could at any particular time after November 
16, 1978 require, either alone or together with 
one or more taxpayers, the repayment, acqui- 
sition, cancellation or conversion of the bond 
or debenture otherwise than by reason of a 
failure or default under the terms or condi- 
tions of the bond or debenture or any agree- 
ment that related to, and was entered into at 
the time of, the issuance of the bond. or 
debenture, 


(iii) at any particular time after November 16, 
1978, the maturity date of a bond or debenture 
was extended or the terms or conditions relat- 
ing to the repayment of the principal amount 
thereof were changed, 


(iv) at any particular time after October 23, 
1979, a bond or debenture issued before No- 
vember 17, 1978 or a bond or debenture is- 
sued pursuant to an established agreement 
(other than a bond or debenture issued to a 
corporation described in any of paragraphs (a) 
to (f) of the definition “specified financial in- 
stitution” in this subsection) is acquired (oth- 
erwise than pursuant to an agreement in writ- 
ing made before October 24, 1979) from a 
person (other than a corporation described in 
any of paragraphs (a) to (f) of that definition) 
by a specified financial institution or by a 
partnership or trust of which a specified finan- 
cial institution or a person related thereto is a 
member or beneficiary, or 


(v) at any particular time after November 12, 
1981, a bond or debenture (other than a bond 
or debenture referred to in paragraph (c)) is 
acquired by a specified financial institution or 
by a partnership or trust of which a specified 
financial institution or a person related thereto 
is a member or beneficiary from a corporation 
described in any of paragraphs (a) to (f) of the 
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definition “specified financial institution” in 
this subsection and the acquisition is subject 
to or conditional on a guarantee agreement 
(within the meaning that would be assigned 
by subsection 112(2.2) if the reference therein 
to a “share” were read as a reference to an “in- 
come bond” or “income debenture’’) that was 
entered into after November 12, 1981, 


the bond or debenture shall, for the purposes of 
determining at any time after the particular time 
whether it is an income bond or income deben- 
ture, be deemed to have been issued at the partic- 
ular time otherwise than pursuant to an estab- 
lished agreement; 


Related Provisions: 15(3), (4)— Payment on income bond 
deemed to be a dividend: 15.1, 15.2 — Small business bonds and 
small business development bonds; 248(13) — Interests in trusts 
and partnerships. 


History: Subpara. (c)(i) of “income bond” amended by 1994, c. 7, 
Sch, V (1992, c. 27), para. 90(1)(q), to substitute “Bankruptcy and 
Insolvency Act’ for “Bankruptcy Act’, in force November 30, 1992. 


Pre-RSC History: Subparas. (c)(iii), (e)(iv) and (v) of “income 
bond” substituted by 1988, c. 55, subsecs. 188 (3) and (4), applica- 
ble after June 18, 1987. Subparas. (c)(iii), (e)(iv) and (v) formerly 
read: 


(ili) at a time when, by reason of financial difficulty, the issu- 
ing corporation or a corporation resident in Canada with 
which it does not deal at arm’s length was in default, or could 
reasonably be expected to default, on a debt obligation held 
by a person with whom the issuing corporation was dealing at 
arm’s length and the bond or debenture was issued, in whole 
or in part, directly or indirectly in exchange or substitution for 
that obligation, 


(iv) at any particular time after October 23, 1979, .a,bond or 
debenture issued before November 17, 1978 or a bond or de- 
benture issued pursuant to an established agreement (other 
than a bond or debenture issued to a corporation described in 
paragraph 112(2.1)(a) or (b)) is acquired (otherwise than pur- 
suant to an agreement in writing made before October 24, 
1979) from a person (other than a corporation described in 
paragraph 112(2.1)(a) or (b)) by a specified financial institu- 
tion or by a partnership or trust of which a specified financial 
institution or a person related thereto is a member or benefici- 
ary, or 


(v) at any particular time after November 12, 1981, a bond or 
debenture (other than a bond or debenture referred to in para- 
graph (c)) is acquired by a specified financial institution or by 
a partnership or trust of which a specified financial institution 
or a person related thereto is a member or beneficiary from a 
corporation described in paragraph 112(2.1)(a) or (b) and the 
acquisition is subject to or conditional upon a guarantee 
agreement (within the meaning that would be assigned by 
subsection 112(2.2) if the reference therein to a “share” were 
read as a reference to an “income bond” or “income deben- 
ture”) that was entered into after November 12, 1981, 


Those portions of para. (c) preceding subpara. (i) and following 
subpara. (iii) substituted and subpara. (e)(v) added by 1980-81-82- 
83, c. 140, subsecs. 128(4)-(6), applicable as to that portion of para. 
(c) preceding subpara. (i), with respect to income bonds and income 
debentures issued after November 16, 1978 otherwise than pursuant 
to an established agreement, and, as to that portion of para. (c) fol- 
lowing subpara. (iii) and subpara. (e)(v), after November 12, 1981. 
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Those portions of para. (c) formerly read: 


(c) for a term that may not, in any circumstances, exceed 5 
years, in the case of an issuing corporation resident in 
Canada, 


ee eee 


and, in the case of a bond or debenture issued after October 
23, 1979, the proceeds from the issue may reasonably be re- 
garded as having been used by the issuing corporation or a 
corporation with which it was not dealing at arm’s length in 
the financing of its business carried on immediately before 
the bond or debenture was issued, 


~ (c) and, in the case of a bond or debenture issued after Octo- 
ber 23, 1979, the proceeds from the issue may reasonably be 
regarded as having been used by the issuing corporation or a 
corporation with which it was not dealing at arm’s length in 
_ the financing of its business carried on immediately before 
‘the bond or debenture was issued, 


“Income bond” or “income debenture” substituted by 1980-81-82- 
83, c. 48, subsec. 108(5), applicable, after November 16, 1978 ex- 
cept that, in its application in the period commencing November 17, 
1978 and ending October 23, 1979 to a bond or debenture issued 
before November 17, 1978 and in its application to a bond or deben- 
ture issued after November 16, 1978 and before October 24, 1979, 
subparagraph (e)(ii) of the definition shall be read as follows: 


(ii) under the terms or conditions of a bond or debenture ac- 
quired in the ordinary course of the business carried on by a 
corporation described in paragraph 112(2.1)(a) or (b) or a 
partnership or trust (other than a testamentary trust), the 
owner could at any particular time after November 16, 1978 
require the payment of the principal amount thereof otherwise 
than by reason of failure or default under the terms or condi- 
tions of the bond or debenture, or 


“Income bond” or “income debenture” formerly read: 


“income bond” or “income debenture” of a corporation 
means a bond or debenture in respect of which interest or div- 
idends are payable only to the extent that the corporation has 
made a profit before taking into account the interest or divi- 
dend obligation and that was issued by the corporation 


(a) before November 17, 1978, 


(b) after November 16, 1978 and before 1980 pursuant to 
an agreement in writing to do so made before November 
17, 1978 (in this definition referred to as an “established 
agreement”), or 


(c) for a term that may not, in any circumstances, exceed 
5 years, in the case of a corporation resident in Canada, 


(i) as part of a proposal to or an arrangement with its 
creditors that had been approved ey a court under the 
Bankruptcy Act, 


(ii) while all or substantially all of its assets were 
under the control of a receiver, receiver-manager, se- 
questrator or trustee in bankruptcy, or 


(111) while, by reason of financial difficulty, it or a 
corporation resident in Canada with which it does 
not deal at arm’s length was in default, or could rea- 
sonably be expected to default, on a debt obligation 
held by a person with whom the corporation was 
dealing at arm’s length and the bond or debenture 
was ‘issued, in whole or in part, directly or indirectly 
in exchange or substitution for that obligation, 


and the proceeds from the issue may reasonably be re- 
garded as having been used by the corporation or a cor- 
poration with which it was not dealing at arm’s length in 
the financing of its business carried on immediately 
before the bond or debenture was issued, 
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and for the purposes of this definition, 


(d) where the terms or conditions of an established agree- 
ment were amended after November 16, 1978, the agree- 
ment shall be deemed to have been made after that date, 
and 


(e) where 


(i) at any particular time the terms or conditions of a 
bond or debenture issued pursuant to an established 
agreement or of any agreement related to such a 
bond or-debenture have been changed, 


(ii) under the terms or conditions of a bond or deben- 
ture acquired in the ordinary course of the business 
carried on by a corporation described in any of 
paragraphs 112(2.1)(a) to (c) or a partnership or trust 
(other than a testamentary trust) or under the terms or 
conditions of any agreement relating to any such 
bond or debenture (other than an agreement made 
before October 23, 1979 to which the issuer or any: 
person related thereto was not a party), the owner 
could at any particular time after November 16, 1978 
require, either alone or together with one or more 
taxpayers, the repayment, acquisition, canceliation or 
conversion of the bond or debenture otherwise than 
by reason of a failure or default under the terms or 
conditions of the bond or debenture, 


(iii) at any particular time after November 16, 1978 
the maturity date of a bond or debenture was ex- 
tended or the terms or conditions relating to the re- 
payment of the principal amount thereof were 
changed, or 


(iv) at any particular time after October 23, 1979, a 
bond or debenture issued before November 17, 1978 
or pursuant to an established agreement is acquired 
(other than pursuant to an agreement in writing made 
before October 23, 1979) from a person (other than a 
corporation described in any of. paragraphs 
112(2.1)(a) to (c)) by a corporation described in any 
of paragraphs 112(2.1)(a) to (c) or by a partnership 
or trust (other than a testamentary trust), 
the bond or debenture shall, for the purposes of determin- 
ing at any time after the particular time whether it is an: 
income bond or income debenture, as the case may be, be 
deemed to have been issued after November 16, 1978 
other than pursuant to an established agreement; 


“Income bond” or “income debenture” substituted by 1979, c. 5, 
subsec. 66(6). “Income bond” or “income debenture” formerly read: 


“income bond” or “income debenture” means a bond or de- 
benture in respect of which interest or dividends are payable 
only when the debtor company has made a profit before. tak- 
ing into account the interest or dividend obligation; 


Selected Cases [subsec. 248(1)“income bond”]: The Queen 
v. RoyNat Ltd., [1981] C:T.C. 93 (FCTD) (Bonds guaranteed by 
third parties, not “income bonds”). 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures; IT-527: Distress preferred shares. 


“income debenture’ — [See under “income 


bond”. ] 


‘income interest” of a taxpayer in a trust has the 
meaning assigned by subsection 108(1); 


“indexed debt obligation” means a debt obligation 
the terms or conditions of which provide for an ad- 
justment to an amount payable in respect of the obli- 
gation for a period during which the obligation was 
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outstanding that is determined by reference to a 
change in the purchasing power of money; 

Related Provisions: 16(6)— Indexed debt obligations; 
142.3(2) — Indexed debt obligation not subject to rules re income 
from specified debt obligations; 142.4(5)(a)(i) — Disposition of in- 
dexed debt obligation. 

History: “Indexed debt obligation” added by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 139(7), applicable to indexed debt obligations 
issued after October 16, 1991. 


“indexed security”, “indexed security investment 
plan’ — [Repealed under former Act] 
Pre-RSC History: “Indexed security” and “indexed security in- 


vestment plan” repealed by 1986, .c. 6, subsec. 126(1), applicable to 
1986 et seg. Those definitions formerly read: 


“indexed security” has the meaning assigned by paragraph 
47.1(1)(e); 

“indexed security investment plan” has the meaning assigned 
by paragraph 47.1(1)(f); 


“Indexed security” and “indexed security investment plan” added 
by 1984, c. 1, subsecs. 104(3), (4), applicable after September 30, 
1983. 

“individual” 
corporation; : 
Related Provisions: 104(2) — Trust deemed to be an individual. 


Interpretation Bulletins: IT-123R5, para. 11: Transactions in- 
volving eligible capital property. 


means a person other than a 


‘insurance corporation” means a corporation that 
carries on an insurance business; 

Related Provisions: 138(1) — Corporation deemed to carry on 
insurance business; 148(10)(a) — Issuer of annuity contracts 
deemed to be insurer for certain purposes; 186.1(b).— Insurance 
corporation not liable for Part IV tax. 


“Insurer” has the meaning assigned by this subsec- 
tion to the expression “insurance corporation”; 


Related Provisions: See under “insurance corporation” above. 


Pre-RSC History: Zhe definition “insurer” was included under 
“insurance corporation”. 


‘<nternational traffic” means, in respect. of a non- 
resident person carrying on the business of transport- 
ing passengers or goods, any voyage made in the 
course of that business where the principal purpose 
of the voyage is to transport passengers or goods 


(a) from Canada to a place outside Canada, 
(b) from a place outside Canada to Canada, or 


(c) from a place outside Canada to another place 
outside Canada; 
Related Provisions: 250(6) — Residence of international ship- 
ping corporation; Canada-U.S, tax treaty, Art. IlI:1(h) —- Meaning 
of “international traffic” for treaty purposes; Art. XV:3 — Exemp- 
tion for U.S. resident employee; Art. XXIII:3 — Capital tax on ship 
or aircraft employed in international traffic. 
Pre-RSC History: “International traffic” added by 1974-75-76, c. 
26, subsec. 125(3), applicable to 1974 et seq. 
Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. 


‘“<nter vivos trust’ has the meaning assigned by sub- 
section 108(1); 
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Related Provisions: 149(5) — Exception re investment income 
of certain clubs; 207.6(1) — Definitions (re RCA tax). 


“inventory” means a description of property the 
cost or value of which is relevant in computing a tax- 
payer’s income from a business for a taxation year or 
would have been so relevant if the income from the 
business had not been computed in accordance with 
the cash method and, with respect to a farming busi- 
ness, includes all of the livestock held in the course 
of carrying on the business; 
Related Provisions: 10(1) — Valuation of inventory property; 
10(5) — Certain property deemed to be inventory; 66.3(1)(a)Gi) — 
Certain exploration and development shares deemed to be inven- 
tory; 142.5 — Mark-to-market rules for securities held by financial 
institutions; 142.6(3), (4) — Certain property of financial institution 
deemed not to be inventory; 231.1(1)(b) — Examination of 
inventory. 
History: “Inventory” substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 192(1), applicable to fiscal periods beginning after 
1988. That definition formerly read: 

“inventory” means a description of property the cost or value 

of which is relevant in computing a taxpayer’s income from a 

business for a taxation year; 
Selected Cases [subsec. 248(1)“inventory”]: Friesen (J.) v. 
Canada, [1993] 2 C.T.C. 113 (FCA), reconsideration refused (Sept. 
9, 1993), Doc. A-449-92 (FCA), rev'd [1995] 2 C.T.C. 369 (SCC) 
(Asset of adventure in nature of trade is inventory); Canada v. 
Dresden Farm Equipment Ltd., [1989] 1 C.T.C. 99 (FCA) (No in- 
ventory deduction for dealer/agent selling goods he did not own). 
Interpretation Bulletins: IT-51R2: Supplies on hand at the end 
of a fiscal year; IT-218R: Profit, capital gains and losses from the 
sale of real estate, including farmland and inherited land and con- 
version of real estate from capital property to inventory and vice 
versa; IT-427R: Livestock of farmers; IT-457R: Election by profes- 
sionals to exclude work in progress from income; IT-473: Inventory 
valuation. 


“investment corporation” has the meaning as- 
signed by subsection 130(3); 


“investment tax credit” has the meaning assigned 
by subsection 127(9); 

Related Provisions: 88(1)(e.3) — Determination of investment 
tax credit after wind-up of corporation. 


Pre-RSC History: “Investment tax credit” enacted by 1985, c. 45, 
subsec. 122(2). 


“lawyer” has the meaning assigned by subsection 
232(1); ; 


Pre-RSC History: “Lawyer” enacted by 1984, c. 1, 
104(5), applicable to 1983 et seq. 


subsec. 


“lending asset” means a bond, debenture, mortgage, 
note, agreement of sale or any other indebtedness or 
a prescribed share, but does not include a prescribed 
security; 

Related Provisions: 95(1)“‘lending of money” closing words — 


Extended definition for FAPI purposes; 142.2(1) — Definition of 
“specified debt obligation”. 


Pre-RSC History: “Lending asset” enacted by 1988, c. 55, subsec. 
188(14), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. 


Regulations: 6209 (prescribed share, prescribed security). 
Interpretation Bulletins: IT-442R: Bad debts and reserves for 
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doubtful debts. 


“life insurance business”’ includes 


(a) an annuities business, and 


(b) the business of issuing contracts all or any 
part of the issuer’s reserves for which vary in 
amount depending on the fair market value of a 
specified group of assets, 


carried on by a life insurance corporation or a life 
insurer; 


Related Provisions: 138(1)(b) — Corporation deemed carrying 
on (life) insurance business. 


“life insurance capital dividend” has the meaning 
assigned by subsection 83(2.1); 

Pre-RSC History: “Life insurance capital dividend” enacted by 
1980-81-82-83, c. 140, subsec. 128(7), applicable after June 28, 
1982. [The subsection intended in the reference is not the current 
83(2.1) but 83(2.1) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952”.] 


“life insurance corporation” means a corporation 
that carries on a life insurance business that is not a 
business described in paragraph (a) or (b) of the defi- 
nition “life insurance business” in this subsection, 
whether or not the corporation also carries on a busi- 
ness described in either of those paragraphs; 


Related Provisions: 148(10)(a)— Issuer of annuity contracts 
deemed to be life insurer for certain purposes. 


“life insurance policy’’ has the meaning assigned by 
subsection 138(12); 
Related Provisions: 211(1) — Definitions. 


Pre-RSC History: “Life insurance policy” enacted by 1985, c. 45, 
subsec. 122(2). 


“life insurance policy in Canada” has the meaning 
assigned by subsection 138(12); 


Pre-RSC History: “Life insurance policy in Canada” enacted by 
1985, c. 45, subsec. 122(2). 


“life insurer” has the meaning assigned by this sub- 
section to the expression. “life | insurance 
corporation”; 

Pre-RSC History: The definition “life insurer” 
under “insurance corporation”. 


was included 


“limited partnership loss” has the meaning as- 
signed by subsection 96(2.1); 

Related Provisions: 111(9)— Limited partnership loss where 
taxpayer not resident in Canada. 


Pre-RSC History: “Limited partnership loss” enacted by 1986, c. 
55, subsec. 78(3), applicable after February 25, 1986. 


“listed personal property” has the meaning as- 
signed by section 54; 
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“mineral” includes bituminous sands, calcium chlo- 
ride, coal, kaolin, oil sands, oil shale and silica, but 
does not include petroleum, natural gas or a related 


hydrocarbon not expressly referred to in this 
definition; 
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Related Provisions: Interpretation Act 8(2.1), (2.2) — Applica- 
tion to exclusive economic zone and continental shelf. 


History: The definition “mineral” added to subsec. 248(1) by 1994, 
c. 21, subsec. 109(5), applicable to taxation years commencing after 
1984, except that the definition shall be read without reference to 
the word “kaolin” in respect of taxation years ending before 1988. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 
‘mineral resource’ means 
(a) a base or precious metal deposit, 
(b) a coal deposit, 
(c) a bituminous sands deposit or oil shale de- 
posit, or 
(d) a mineral deposit in respect of which 
(i) the Minister of Natural Resources has cer- 
tified that the principal mineral extracted is an 


industrial mineral contained in a non- bedded 
deposit, 


(ii) the principal mineral extracted is calcium 
chloride, diamond, BypSutt. halite, kaolin or 
sylvite, or 
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(iii) the principal mineral extracted is silica 
that is extracted from sandstone or quartzite; 


Related Provisions: /nterpretation Act 8(2.1), (2.2) — Applica- 
tion to exclusive economic zone and continental shelf. 


History: Para. (c) of the definition “mineral resource” in subsec. 
248(1) amended by 1997, c. 25, subsec. 71(2), applicable after 
March 6, 1996. Para. (c) formerly read: 


(c) a bituminous sands deposit, oil sands deposit or oil shale 
deposit, or 


Subpara. (d)(i) of “mineral resource” amended by 1994, c. 41, para. 
37(1)(0), in force January 12, 1995. Subpara. (i) formerly read: 


(i) the Minister of Energy, Mines and Resources has certified 
that the principal mineral extracted is an industrial mineral 
contained in a non-bedded deposit, 


Subpara. (d)(ii) of the definition “mineral resource” substituted by 
1994, c. 21, subsec. 109(3), applicable to taxation years commenc- 
ing after 1984, except that the subpara. shall be read without refer- 
ence to the word “kaolin” in respect of taxation years ending before 
1988 and without reference to the word “diamond” in respect of tax- 
ation years ending before 1993. That subpara. formerly read: 


(ii) the principal mineral extracted is sylvite, halite, 
or kaolin, or 


gypsum 


Pre-RSC History: Subpara. (d)(ii) of “mineral resource” amended 
by 1988, c. 55, subsec. 188(5) to substitute “halite, gypsum or kao- 
lin,” for “halite, or gypsum,” applicable to 1988 ef seq. 


“Mineral resource” substituted by 1973-74, c. 14, subsec. 69(5), ap- 
plicable to 1972 et seg. but does not apply in respect of any acquisi- 
tion or disposition, before May 9, 1972, of 

(a) an oil sands deposit, 

(b) an oil shale deposit, or 

(c) a mineral deposit in respect of which the principal mineral 

extracted is halite that is extracted by operating a brine well. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


‘“‘minerals’’ — [Repealed] 


History: The definition “minerals” repealed by 1994, c. 21, subsec. 
109(1), applicable to taxation years commencing after 1984 (but see 
the definition “mineral” above, which essentially replaces it). That 
definition formerly read: 


“minerals” does not include petroleum, natural gas or related 
hydrocarbons (except coal, bituminous sands, oil sands or oi] 
shale); 


Pre-RSC History: “Minerals” substituted by 1973-74, c. 14, sub- 
sec. 69(4), applicable to 1972 et seg. but does not apply in respect 
of any acquisition or disposition, before May 9, 1972, of 

(a) an oil sands deposit, 

(b) an oil shale deposit, or 


(c) a mineral deposit in respect of which the principal mineral 
extracted is halite that is extracted by operating a brine well. 


“mining reclamation trust’ at any time means a 
trust resident in a province and maintained at that 
time for the sole purpose of funding the reclamation 
of a mine in the province, where the first contribu- 
tion to the trust was made after 1991, no amount was 
distributed before February 23, 1994 from the trust 
and the maintenance of the trust is or may become 
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required under the terms of a contract entered into 
with Her Majesty in right of Canada or the province 
or is or may become required pursuant to a law of 
Canada or the province, but does not include a trust 


(a) where that contract was not entered into or 
that law was not enacted, as the case may be, on 
or before the later of 


(i) the day that is one year after the day the 
trust was created, and 


(ii) January 1, 1996, 


(b) that relates to the reclamation of a mine that at 
that time is a clay pit (other than a kaolin pit), a 
deposit of peat, a gravel pit, a peat bog, a sand 
pit, a shale pit or a stone quarry or that relates to 
the reclamation of a well, 


(c) that is not maintained at that time to secure 
the mining reclamation obligations of one or 
more persons or partnerships that are benefi- 
ciaries under the trust, 


(d) that at that.time has a trustee other than 


(i) Her Majesty in right of Canada or the prov- 
ince, or 


(ii) a corporation resident in Canada that is li- 
censed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada 
the business of offering to the public its ser- 
vices as trustee, 


(e) that borrows money at that time, 


(f) that acquired at that time any property that is 
not described in any of paragraphs (a), (b) and (f) 
of the definition “qualified investment” in section 
204, 


(g) that did not comply with prescribed condi- 
tions at that time, or 


(h) that was at any previous time not a mining 
reclamation trust; 
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Related Provisions: 12(1)(z.1), (z.2)—Income from trust or 
from sale of interest; 20(1)(ss), (tt) — Deduction for contribution to 
trust or acquisition of interest; 75(3)(c.1) — Reversionary trust rules 
do not apply; 107.3(1), (2) — Rules applying to trust; 107.3(3) — 
Where trust ceases to be mining reclamation trust; 127.41 — Tax 
credit to beneficiary of trust; 149(1)(z) — No Part I tax on trust; 
211.6 — Part XII.4 tax on trust; 248(1)“cost amount’(e.2) — Cost 
amount of interest in trust is zero; 250(7) — Trust deemed resident 
in province where mine situated. 


History: The definition “mining reclamation trust” added by 1995, 
c. 3, subsec. 52(4), applicable after 1993 except with respect to a 
trust the first contribution to which was made before February 23, 
1994 and that elects in writing filed with the Minister of National 
Revenue before 1996 that this definition not apply to the trust. 


‘““Minister” 
Revenue; 
Related Provisions: 220 — Administration of the Act; 
221(1)(f) — Regulations authorizing others to exercise powers; De- 
partment of National Revenue Act 2 — Establishment of Depart- 
ment and appointment of Minister. 


Regulations: 900 (delegation of authority by the Minister to spe- 
cific officials). 


means the Minister of National 


“money purchase limit” for a calendar year has the 
meaning assigned by subsection 147.1(1); 


Pre-RSC History: “Money purchase limit’ enacted by 1990, c. 
35, subsec. 27(3), applicable after 1988. 


“mortgage investment corporation” has the mean- 
ing assigned by subsection 130.1(6); 
Pre-RSC History: “Mortgage investment corporation” enacted by 


1980-8 1-82-83, c. 48, subsec. 108(6), applicable to taxation years 
commencing after 1971. 


“motor vehicle’ means an automotive vehicle de- 
signed or adapted to be used on highways and streets 
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but does not include 
(a) a trolley bus, or 


(b) a vehicle designed or adapted to be operated 
exclusively on rails; 
Related Provisions: 248(1) — “automobile”, 
vehicle”. 
Pre-RSC History: “Motor vehicle” enacted by 1988, c. 55, sub- 
sec. 188(14), applicable to taxation years and fiscal periods com- 
mencing after June 17, 1987 that end after 1987. 
Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-521R: Motor vehicle expenses claimed by self-em- 
ployed individuals; ot 522R: Vehicle, travel and sales expenses of 
employees. 


“passenger 


“mutual fund corporation” has the meaning as- 


signed by subsection 131(8); 


Related Provisions: 
corporation”. 


131(8.1) — Meaning of “mutual fund 


“mutual fund trust’ has the meaning assigned by 
subsection 132(6); 


“net capital loss” has the meaning assigned by sub- 
section 111(8); 


Related Provisions: 111(1)(b) — Application of net capital 
losses; 111(9) — Net capital loss of person not resident in Canada. 


“net income stabilization account” means an ac- 
count of a taxpayer under the net income stabiliza- 
tion account program under the Farm Income Pro- 
tection Act; 


Related Provisions: 248(1) — “NISA Fund No. 2”. 


History: “Net income stabilization account” enacted by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 139(7), applicable to 1991 et seq. 


“Newfoundland offshore area” has the meaning as- 
signed to the expression “offshore area” by the Can- 
ada-Newfoundland Atlantic Accord Implementation 
Act, chapter 3 of the Statutes of Canada, 1987; 

Pre-RSC History: “Newfoundland offshore area” enacted by 


1987, c. 3, s. 235, applicable (by 1991, c. 49, s. 237) to taxation 
years commencing after April 4, 1987. 


“NISA Fund No. 2” means the portion of a tax- 
payer’s net income stabilization account described in 
paragraph 8(2)(b) of the Farm Income Protection 
Act; 

Related Provisions: 248(1)— “net 
account”. 


History: “NISA Fund No. 2” enacted by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 139(7), applicable to 1991 et seq. 


income stabilization 


‘“non-capital loss” has the meaning assigned by sub- 
section 111(8); 


Related Provisions: 111(1)(a)— Application of non-capital 
losses; 111(9) — Non-capital loss of person not resident in Canada. 


“non-resident” means not resident in Canada; 
Related Provisions: 250 — Resident in Canada. 


“non-resident-owned investment corporation” has 
the meaning assigned by subsection 133(8); 


“Nova Scotia offshore area” has the meaning as- 
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signed to the expression “offshore area’ by the Can- 
ada-Nova Scotia Offshore Petroleum Resources Ac- 
cord Implementation Act, chapter 28 of the Statutes 
of Canada, 1988; 


Related Provisions: 124(4)“province” — Taxable income earned 
in offshore area deemed earned in a province. ° 


Pre-RSC History: “Nova Scotia offshore area” enacted by 1988, 
c. 28, s. 252, applicable to taxation years commencing after Decem- 
ber 22, 1989. 


“office”? means the position of an individual entitling 
the individual to a fixed or ascertainable stipend or 
remuneration and includes a judicial office, the of- 
fice of a minister of the Crown, the office of a mem- 
ber of the Senate or House of Commons of Canada, 
a member of a legislative assembly or a member of a 
legislative or executive council and any other office, 
the incumbent of which is elected by popular vote or 
is elected or appointed in a representative capacity 
and also includes the position of a corporation direc- 
tor, and “officer” means a person holding such an 
office; 

Selected Cases [subsec. 248(1)“office”]: Alexander v. MNR, 


[1969] C.T.C. 715 (Exch) (Hospital radiologist and, department head 
held to be independent contractor). 


Interpretation Bulletins: IT-377R: Director’s, executor’s or ju- 
ror’s fees. 


“officer” [See the final words of “office” above.] 


“oil or gas well” means any well (other than an ex- 
ploratory probe or a.well drilled from below the sur- 
face of the earth) drilled for the purpose. of produc- 
ing petroleum or natural gas, or of determining the 
existence, location, extent or quality of a natural ac- 
cumulation of petroleum or natural gas, but, for the 
purpose of applying sections 13 and 20 and any reg- 
ulations made for the purpose of paragraph 20(1)(a) 
in respect of property acquired after March 6, 1996, 
does not include a well for the extraction of material 
from a deposit of bituminous sands or oil shales; 
History: The definition “oil or gas well” in subsec. 248(1) 
amended by 1997, c. 25, subsec. 71(1), applicable after March 6, 
1996. It formerly read: 


“oil or gas well” means any well (other than an exploratory 
probe or a well drilled from below the surface of the earth) 
drilled for the purpose of producing petroleum or natural gas 
or of determining the existence, location, extent or quality of 
a natural accumulation of petroleum or natural gas; 


Pre-RSC History: “Oil or gas well” enacted by 1986, c. 6, subsec. 
126(4), applicable to taxation years ending after March 1985. 


Interpretation Bulletins: IT-125R4: Dispositions of. resource 
properties. 


‘overseas Canadian Forces school staff’ means 
personnel employed outside Canada whose ‘services 
are acquired by the Minister of National Defence 
under a prescribed order relating to the provision of 
educational facilities outside Canada; 

Related Provisions: 250(1)(d.1) — Optional deemed residence 
in Canada. 


Pre-RSC History: “Overseas Canadian Forces school staff” en- 
acted by 1980-81-82-83, c. 48, subsec. 108(7), applicable to 1980 et 
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seq. 


Regulations: 6600 (prescribed nit 


“paid-up capital” has the meaning assigned by sub- 
section 89(1); 

Pre-RSC History: “Paid-up capital” enacted by 1974-75-76, c. 26, 
subsec. 125(4), applicable at the end of a corporation’s 1971 taxa- 
tion year and at any time after May 6, 1974. 


“paid-up capital sig pedi peaiinng [Repealed under 


former Act] 
Pre-RSC History: “Paid-up capital deficiency” repealed by 1977- 


78, c. 1, subsec. 98(5), applicable after March 31, 1977. “Paid-up 
capital deficiency” formerly read: 


“paid-up capital deficiency” has the meaning assigned by 
subsection 89(1); 


“Part VII refund” has the meaning assigned by 
subsection 192(2); 


Origin of “Part Vil refund”: R.S.C. 1985, c. 1 (5th Supp.). 


“Part VIII refund” has the meaning assigned by 
subsection 194(2); 


Origin of “Part Vill refund”: R.S.C. 1985, c. 1 (Sth Supp.). 


‘participant’ — [Repealed under former Act] 


Pre-RSC History: “Participant” repealed by 1986, c. 6, subsec. 
126(1), applicable to 1986 et seg. That definition formerly read: 


“participant” under an indexed security investment plan has 
the meaning assigned by paragraph 47.1(1)(h); 


“Participant” enacted by 1984, c..1, subsec. 104(6), applicable after 
September 30, 1983. 


‘passenger vehicle” means an automobile acquired 
after June 17, 1987 (other than an automobile ac- 
quired after that date pursuant to an obligation in 
writing entered into before June 18, 1987) and an au- 
tomobile leased under a lease entered into, extended 
or renewed after June 17, 1987; 

Pre-RSC History: “Passenger vehicle” enacted by 1988, c. 55, 


subsec. 188(14), applicable to taxation years and fiscal periods com- 
mencing after June 17, 1987 that end after 1987. 


Regulations: Sch. I:Cl. 10, Sch. I:Cl. 10.1, Sch. If:Cl. 16. 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-521R: Motor vehicle expenses claimed by self-em- 
ployed individuals; IT-522R: Vehicle, travel and sales expenses of 
employees. 


‘past service pension adjustment” of a taxpayer 
for a calendar year in respect of an employer has the 
meaning assigned by regulation; 


Pre-RSC History: “Past service pension adjustment” enacted by 
1990, c. 35, subsec. 27(3), applicable after 1988. 


Regulations: 8303(1). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Forms: T215 Segment: Breakdown of T215 Supplementaries; 
T215 Summ: Summary of past service pension adjustments exempt 
from certification; T215 Supp: Past service pension adjustment ex- 
empt from certification; T1004: Application for certification of a 
provisional past service pension adjustment; T1006: Designating an 
RRSP withdrawal as a qualifying withdrawal. 


‘pension adjustment” of a taxpayer for a calendar 


1825 


S. 248(1) pen 


year in respect of an employer has the meaning as- 
signed by regulation; 
Related Provisions: 146(5.21) — Anti-avoidance. 


Pre-RSC History: “Pension adjustment” enacted by 1990, c. 35, 
subsec. 27(3), applicable after 1988. 


Regulations: 8301(1). 


‘‘person’’, or any word or expression descriptive of a 
person, includes any corporation, and any entity ex- 
empt, because of subsection 149(1), from tax under 
Part I on all or part of the entity’s taxable income 
and the heirs, executors, administrators or other legal 
representatives of such a person, according to the 
law of that part of Canada to which the context 
extends; 

Related Provisions: 33.1(2)(a) — “Person” includes partnership 
for international banking centre rules; 66(16) — “Person” includes 
partnership for flow-through share rules; 79(1), 79.1(1) — “Person” 
includes partnership for rules re seizure of property by creditor; 
80(1), 80.01(1) — “Person” includes partnership for debt forgive- 
ness rules; 127.2(9), 127.3(7) — “Person” includes partnership for 
SPTC and SRTC rules; 187.4(c) — “Person” includes partnership 
for purposes of Part IV.1 tax; 209(6) — “Person” includes partner- 
ship for purposes of tax on carved-out income; 227(5.2), (15) — 
“Person” includes partnership for certain purposes re withholding 
tax; 237.1(1) — “Person” includes partnership for tax shelter identi- 
fication rules; 251.1(4) — “Person” includes partnership for defini- 
tion of affiliated persons; Canada-U.S. tax treaty, Art. IfI:1(e) — 
Meaning of “person” for treaty purposes. 


History: “Person” substituted by 1994, c. 7, Sch. VUI (1993, c. 
24), subsec. 139(1). “Person” formerly read: 


“person”, or any word or expression descriptive of a person, 
includes any body corporate, and the heirs, executors, admin- 
istrators or other legal representatives of the person, accord- 
ing to the law of that part of Canada to which the context 
extends; 
Interpretation Bulletins: IT-216: Corporation holds property as 
agent for shareholder. : 


‘personal or living expenses” includes 


(a) the expenses of properties maintained by any 
person for the use or benefit of the taxpayer or 
any person connected with the taxpayer by blood 
relationship, marriage or adoption, and not main- 
tained in connection with a business carried on 
for profit or with a reasonable expectation of 
profit, 


(b) the expenses, premiums or other costs of a 
policy of insurance, annuity contract or other like 
contract if the proceeds of the policy or contract 
are payable to or for the benefit of the taxpayer or 
a person connected with the taxpayer by blood re- 
lationship, marriage or adoption, and 


(c) expenses of properties maintained by an estate 
or trust for the benefit of the taxpayer as one of 
the beneficiaries; 


Related Provisions: 18(1)(h), 56(1)(0)(i) — No deduction for 
personal or living expenses. 


Selected Cases [subsec. 248(1)“personal or living ex- 
penses”]: McNeill v. Canada, [1989] 2 C.T.C. 310 (FCTD) 
(MURB unit was acquired as source of income with a reasonable 
expectation of profit). 
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‘personal services business”’ has the meaning as- 
signed by subsection 125(7); 


Pre-RSC History: “Personal services business” enacted by 1988, 
c. 55, subsec. 188(14), applicable to 1988 et seq. 


‘personal trust” means 
(a) a testamentary trust, or 


(b) an inter vivos trust, no beneficial interest in 
which was acquired for consideration payable di- 
rectly or indirectly to 


(i) the trust, or 


(ii) any person who has made a contribution to 
the trust by way of transfer, assignment or 
other disposition of property, 


and, for the purposes of this paragraph and para- 
graph 53(2)(h), where all the beneficial interests 
in a particular inter vivos trust acquired by way of 
the transfer, assignment or other disposition of 
property to the particular trust were acquired by 


(111) One person, or 


(iv) 2 or more persons who would be related 
to each other if 


(A) a trust and another person were related 
to each other, where the other person is a 
beneficiary under the trust or is related to a 
beneficiary under the trust, and 


(B) a trust and another trust were related to 
each other, where a beneficiary under the 
trust is a beneficiary under the other trust 
or is related to a beneficiary under the 
other trust, 


any beneficial interest in the particular trust ac- 
quired by such a person shall be deemed to have 
been acquired for no consideration; 


Related Provisions: 110.6(16) — Extension of definition for 
purposes of capital gains exemption. 


History: All that portion of para. (b) of “personal trust” following 
subpara. (ii) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
139(4), applicable after 1987. That portion formerly read: 


and, for the purposes of this paragraph and paragraph 
53(2)(h), where an inter vivos trust is created by way of the 
transfer, assignment or other disposition of property by an in- 
dividual (or two or more individuals each of whom was, at 
the time the trust was created, related to each of the other 
individuals), any beneficial interest in the trust acquired by 
the individual, or individuals, at the time the trust was created 
shall be deemed to have been acquired for no consideration; 


Pre-RSC History: “Personal trust” enacted by 1988, c. 55, subsec. 
188(14), applicable after 1984. 


Interpretation Bulletins: IT-342R: Trusts — Income payable to 
beneficiaries; IT-381R3: Trusts — capital gains and losses and the 
flow-through of taxable capital gains to beneficiaries; IT-385R2: 
Disposition of an income interest in a trust. 


“personal-use property” has the meaning assigned 
by section 54; 


‘“‘preferred share” means a share other than a com- 
mon share; 
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“prescribed” means 


(a) in the case of a form, the information to be’ 


given on a form or the manner of filing a form, 
authorized by the Minister, 


(a.1) in the case of the manner of making or filing 
an election, authorized by the Minister, and 


(b) in any other case, prescribed by regulation or 
determined in. accordance with rules. prescribed 
by regulation; 
Related Provisions: 147.1(18)— Regulation re pension plans; 
220(3.21) — Certain designations in prescribed form deemed to be 
elections; 221 — Regulations generally; 244(16) — Forms pre- 
scribed or authorized; 248(1) — “Regulation”; Interpretation Act 
32 — Deviations from prescribed form acceptable. 


History: Para. (a) of “prescribed” substituted and para. (a.1) added 
by 1994, c. 7, Sch. II (1991, c. 49), subsec. 192(9). Para. (a) for- 
merly read: 


(a) in the case of a form or the information to be given on a 
form, prescribed by order of the Minister, and 


Pre-RSC History: “Prescribed” amended by 1986, c. 55, subsec. 
78(1), to substitute para. (b) for paras. (b) and (c), which formerly 
read: 


(b) in the case of a rate of interest, a rate prescribed by regu- 
lation or a rate determined in accordance with rules pre- 
scribed by regulation, and 
(c) in any other case, prescribed by regulation; 
“Prescribed” substituted by 1980-81-82-83, c. 140, subsec. 128(8). 
“Prescribed” formerly read: 


“prescribed”, in the case of a form or the information to be 
given on a form, means prescribed by order of the Minister, 
and, in any other case, means prescribed by regulation; 


Selected Cases [subsec. 248(1)“prescribed”]: Cal Invest- 
ments Ltd. v. Canada, [1990] 2 C.T.C. 418 (FCTD) (Where a tax- 
payer and defrauded principal agreed to treat funds diverted as 
loans, taxpayer had no mens rea for evasion in respect of return 
filed after agreement. Waiver without corporate seal valid where 
signed by an officer of the company with implied authority; corpo- 
rate seal discretionary provision for Minister’s benefit). 


Regulations: Part I-XCII. 


“principal amount’, in relation to any obligation, 
means the amount that, under the terms of the obli- 
gation or any agreement relating thereto, is the maxi- 
mum amount or maximum total amount, as the case 
may be, payable on account of the obligation by the 
issuer thereof, otherwise than as or on account of in- 
terest or as or on account of any premium payable by 
the issuer conditional on the exercise by the issuer of 
a right to redeem the obligation before the maturity 
thereof; 

Related Provisions: 80.02(2)(a) — Principal amount of distress 
preferred share. 

1.T. Application Rules: 26(1.1) (where obligation was outstand- 
ing on January 1, 1972). 


“private corporation” has the meaning assigned by 
subsection 89(1); 


“private health services plan” means 


(a) a contract of insurance in respect of hospital 
expenses, medical expenses or any combination 
of such expenses, or 
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(b) a medical care insurance plan or hospital care 
insurance plan or any combination. of such plans, 


except any such contract or plan established by or 
pursuant to 


(c) a law of a province that establishes a health 
care insurance plan in respect of which the prov- 
ince receives contributions from Canada for in- 
sured health services provided under the plan 
pursuant to the Federal-Provincial Fiscal Ar- 
rangements Act, or 


(d) an Act of Parliament or a regulation made 
thereunder that authorizes the provision of a med- 
ical care insurance plan or hospital care insurance 
plan for employees of Canada and their 
dependants and for dependants of members of the 
Royal Canadian Mounted Police and the regular 
force where such employees or members were 
appointed in Canada and are serving outside 
Canada; 

Related Provisions: 6(1)(a)(i) — Employer’s contribution to pri- 

vate health services plan not a taxable benefit; 118.2(2)(q) — Medi- 

cal expense credit for premiums paid to private health services plan. 


History: Para. (c) of “private health services plan” amended by 
1995, .c. 17, subsec: 45(2), to substitute “Federal-Provincial Fiscal 
Arrangements Act’ for “Federal-Provincial Fiscal. Arrangements 
and Federal Post-Secondary Education and Health Contributions 
Act’, in force April 1, 1996. 


Pre-RSC History: “Private health services plan” substituted by 
1988, c. 55, subsec. 188(1), applicable to 1988 et seq. “Private 
health services plan” formerly read: 


“private health services plan” has the meaning assigned by 
subsection 110(8); 
Interpretation Bulletins: IT-339R2: Meaning of “private health 
services plan”. 


Advance Tax Rulings: ATR-8: Self-insured health and welfare 
trust fund; ATR-23: Private health services plan. 


‘professional corporation”? means a corporation 
that carries on the professional practice of an ac- 
countant, dentist, lawyer, medical doctor, veterina- 
rian or chiropractor; 

Related Provisions: 249.1(1)(b) — Year-end of professional 
corporation. 


History: The definition “professional corporation” added by 1996, 
c. 21, subsec. 60(2), applicable after 1994. 


‘profit sharing plan” has the meaning assigned by 
subsection 147(1); 


Pre-RSC History: “Profit sharing plan” enacted by 1990, c. 35, 
subsec. 27(3), applicable after 1988. 


“property” means property of any kind whatever 
whether real or personal or corporeal or incorporeal 
and, without restricting the generality of the forego- 
ing, includes 


(a) a right of any kind whatever, a share or a 
chose in action, 


(b) unless a contrary intention is evident, money, 
(c) a timber resource property, and 
(d) the work in progress of a business that is a 
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profession; 


Related Provisions: 9(1), 9(3) — Income from property; 79(1), 
79.1(1) — Definition of property for purposes of rules re seizure of 
property by creditor; 248(5) — Meaning of substituted property. 
Pre-RSC History: Para. (d) of “property” added by 1980-81-82- 
83, c. 140, subsec. 128(9), applicable to 1982 et seq. 

Para. (c) added by 1974-75-76, c. 26, subsec. 125(5), applicable to 
1974 et seq. 


Selected Cases [subsec. 248(1)“property”]: RSI Research 
Ltd. v. Canada, [1993] 2 C.T.C. 2378 (TCC) (Right to portion of 
revenues was “property”); Sani Sport Inc. v. Canada, [1990] 2 
C.T.C. 15 (FCA) (Amount paid for loss of business use of expropri- 
ated land was capital gain). 


I.T. Application Rules: 26(6) (property disposed of and reac- 
quired from June 19 to December 31, 1971). 


Interpretation Bulletins: IT-334R2: Miscellaneous receipts; IT- 
432R2: Benefits conferred on shareholders; IT-457R: Election by 
professionals to exclude work in progress from income. 


Advance Tax Rulings: ATR-60: Joint exploration corporations. 


“province” — [Repealed under former Act] 


Pre-RSC History: “Province” repealed by 1980-81-82-83, c. 48, 
subsec. 108(8). “Province” formerly read: 


“province” means a province of Canada; 


“public corporation” has the meaning assigned by 
subsection 89(1); 


“qualifying share” has the meaning assigned by 
subsection 192(6); 


“refundable Part VII tax on hand” has the mean- 
ing assigned by subsection 192(3); 


“refundable Part VIII tax on hand” has the mean- 
ing assigned by subsection 194(3); 


“registered Canadian amateur athletic associa- 
tion’? means an association that was created under 
any law in force in Canada, that is resident in Can- 
ada and that 


(a) is a person described in paragraph 149(1)()), 
and 

(b) has, as its primary purpose and its primary 
function, the promotion of amateur athletics in 
Canada on a nation-wide basis, 


that has applied to the Minister in prescribed form 


Income Tax Act 


for registration, that has been registered and whose 
registration has not. been revoked under subsection 
168(2); 

Related Provisions: 143.1 — Amateur athletes’ reserve funds. 
Pre-RSC History: “Registered Canadian amateur athletic associa- 
tion” substituted by 1988, c. 55, subsec. 188(1), applicable to 1988 


et seq. “Registered Canadian amateur athletic association” formerly 
read: 


“registered Canadian amateur athletic association” has the 
meaning assigned by subsection 110(8); 
Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-496: Non-profit 
organizations. 


Forms: T2050: Application for income tax registration for Cana- 
dian amateur athletic associations and Canadian charities. 


“registered charity” at any time means 


(a) a charitable organization, private foundation 
or public foundation, within the meanings as- 
signed by subsection 149.1(1), that is resident in 
Canada and was either created or established in 
Canada, or 


(b) a branch, section, parish, congregation or 
other division of an organization or foundation 
described in paragraph (a), that.is resident in 
Canada and was either created or established in 
Canada and that receives donations on its own 
behalf, 


that has applied to the Minister in prescribed form 
for registration and that is at that time registered as a 
charitable organization, private foundation or public 
foundation; 


Related Provisions: 149(1)(f) — No tax on registered charity; 
149.1(6.3) — Designation as public foundation, etc; 149.1(6.4) — 
Registered national arts service organization treated as registered 
charity; Canada-U.S. tax treaty, Art. XXI — Exempt organizations. 


Pre-RSC History: “Registered charity” substituted by 1988, c. 55, 
subsec. 188(1), applicable to 1988 et seq. “Registered charity” for- 
merly read: 


“registered charity” has the meaning assigned by subsection 
110(8); 


“Registered charity” substituted for “registered Canadian charitable 
organization” by 1976-77, c. 4, subsec. 76(2), applicable to 1977 et 
seq. 

Charities established before 1977: 1976-77, c. 4, subsecs. 
60(3)-(5) provide: 


(3) An organization that, on December 31, 1976, was a regis- 
tered Canadian charitable organization within the meaning of 
that expression for the purposes of the Income Tax Act as it 
read in its application to the 1976 taxation year, shall, after 
that day, be deemed to be a registered charity within the 
meaning of that expression for the purposes of the Income 
Tax Act as amended by this Act until such time, if any, asvits 
registration is revoked. 


(4) For the purpose of applying the definition “disbursement 
quota” in paragraph 149.1(1)(e) of the Income Tax Act, as en- 
acted by this section, in respect of the 1977 and 1978 taxation 
years of private foundations, there shall be substituted for the 
percentage appearing in clause (A) thereof the following per- 
centages in respect of the following taxation years: 


(a) in respect of 1977 taxation years commencing in 
1976, zero per cent; 
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(b) in respect of 1977 and-1978 \taxation years commenc- 

ing in 1977, 3 per cent; and . 

(c) in respect of all other 1978 taxation years, 4 per.cent. 
(5) For the purpose of applying the provisions of subsection 
149.1(18) of the Income Tax Act, as enacted by this section, 
in respect of the: 1977 taxation year of a foundation, 


paragraphs (a) and (b) thereof shall be read and construed as 
.- follows: 


“(a) there may be deducted an amount not exceeding 
its income. for the 1976 taxation year computed without 
including or deducting any amount under subsection 
149(9) as it read in its application to that taxation year, 
and 


(b) there shall be included any amount ‘that has been 
deducted for the 1976 taxation: year! under ‘subsection 
1440) as it read in its application to .that taxation 
year;” 


Selected Cases: Vancouver Regional FreeNet Association v. 
MNR, [1996] 3 C.T.C. 102 (FCA) (Provision of access to informa- 
tion on Internet free of charge was charitable activity). 


Interpretation Bulletins: IT-496: Non-profit organizations. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T2050: Application for income tax registration for Cana- 
dian amateur ‘athletic associations and Canadian charities; T2095: 
Canadian charities — application for re-designation. - 


“registered education savings plan” has the mean- 
ing assigned by subsection 146.1(1); 


Pre-RSC History: “Registered education savings plan” enacted by 
1974-75-76, c.26,; subsec. 125(6), applicable to 1972 ef seq. 


‘registered home ownership savings plan” — — [Re- 


pealed under former Act] 
Pre-RSC History: “Registered home ownership savings plan” re- 


pealed by 1986, c. 6, subsec. 126(1), applicable to 1986, et seq. That 
definition formerly read: 


“registered home ownership savings plan” has the dating 
assigned by subsection 146.2(1); 


“Registered home ownership savings plan” added by 1974-75-76, c. 
26, subsec. 125(7), applicable to 1974 et seq. 


‘registered investment” has the meaning eee hs 
by subsection, 204.4(1); 


Pre-RSC History: “Registered investment” enacted by 1980-81- 
82-83, c. 48; subsec. 108(9), applicable to 1981 et seg. 


‘registered labour-sponsored venture capital cor- 
poration” means a corporation that was registered 
under subsection 204.81(1), the registration of which 
has not been revoked; | 

History: The definition “registered labour-sponsored venture capi- 


tal corporation” added to subsec. 248(1) Wy 997 Cro: subsec. 
71(3), applicable after 1995. 


“registered national arts service organization’, at 
any time, means a national arts service organization 
that has been registered by the Minister under sub- 
section 149.1(6.4), which registration has not been 
revoked; 

History: “Registered national arts organization” enacted by 1994, 


c. 7, Sch. II (1991, c. 49), subsec. 192(14), applicable after July 13, 
1990. 


“registered pension fund or plan’ — [Repealed 
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under former Act] 


Pre-RSC History: “Registered pension fund or plan” repealed by 
1990, c. 35, subsec. 27(1), applicable after 1985. The definition had 
read: 


“registered pension fund or plan” means an employees” su- 
perannuation or pension fund or plan accepted by the Minis- 
ter for registration for the purposes of this Act in respect of its 
constitution and operations for the taxation year under 
consideration; 


“registered pension plan’? means a pension plan 
that has been registered by the Minister for the pur- 
poses of this Act, which registration has not been 


— revoked; 


Related Provisions: 147.1(2) — Registration 
147.1(3) — Deemed registration. 

Pre-RSC History: “Registered pension plan” enacted by 1990, c. 
35, subsec. 27(2), applicable after 1985 except that before 1989 the 
definition shall be read as follows: 


of | plan; 


“registered pension plan” means an employees’ superannua- 
tion or pension fund or plan accepted by the Minister for re- 
gistration for the purposes of this Act.in respect of its consti- 
tution and operations for the taxation year under 
consideration; 


I.T. Application Rules: 17(8) (reference to RPP includes refer- 
ence to approved plan before RPP amendment in 1990). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions; IT-528: Transfers of funds between regis- 
tered plans. ~ 


Forms: T510: Application for registration of employees’ pension 


| plan. 


“registered retirement income fund” has the 
meaning assigned by subsection 146.3(1); 


Pre-RSC History: “Registered retirement income fund” enacted 
by 1977-78, c. 32, subsec.,54(1). 


“registered retirement savings plan” has the 
meaning assigned by subsection 146(1); 


‘registered securities dealer’? means a person reg- 
istered or licensed under the laws; of a province. to 
trade in. securities, in the. capacity of an agent or 
principal, without. any restriction as to the types or 
kinds. of securities in which that person may trade; 
Related Provisions: 142.2(1)“investment dealer”, 142.5 — Cor- 
poration subject to mark-to-market rules, 


History: The definition “registered, securities dealer” added by 
1995, c..21, subsec. 74(2), applicable after April 26, 1989. 


“registered supplementary unemployment benefit 
plan” has the meaning assigned by subsection 
145(1); 


“regulation” means a regulation made by the Gov- 
ernor in Council under this Act; 

Related Provisions: 65(2) — Regulations allowing resource al- 
lowances; 147.1(18) — Regulations re pension plans; 215(5) — 
Regulations reducing amount to be deducted or withheld; 221 — 
Regulations generally; 248(1) — “Prescribed”. 


“restricted farm loss” has the meaning assigned by 


subsection 31(1.1); 


Related Provisions: 111(1)(c) — Application of restricted farm 
losses; 111(9) — Restricted farm loss where taxpayer not resident 
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in Canada. 
History: The definition “restricted farm loss” amended by 1995, c. 


21, subsec. 43(1), applicable to taxation years that end after Febru- 
ary 21, 1994. The definition formerly read: 


“restricted farm loss” has the meaning assigned by subsection 
31(1); 


“restricted financial institution’? means 
(a) a bank, 


(b) a corporation licensed or otherwise authorized 
under the laws of Canada or a province to carry 
on in Canada the business of offering to the pub- 
lic its services as trustee, 


(c) a credit union, 
(d) an insurance corporation, 


(e) a corporation whose principal business is the 
lending of money to persons with whom the cor- 
poration is dealing at arm’s length or the purchas- 
ing of debt obligations issued by such persons or 
a combination thereof, or 


(f) a corporation that is controlled by one or more 
corporations described in any of paragraphs (a) to 
(e); 
Related Provisions: 131(10) — Mutual fund corporation or in- 
vestment corporation — election not to be restricted financial insti- 
tution; 142.2(1)“financial institution” — Definition for mark-to- 
market and related rules. 


Pre-RSC History: Para. (a) of “restricted financial institution” 
substituted by 1992, c. 1, Sch. V, subsec. 21(2), applicable from 
February 28, 1992. That para. formerly read; 


(a) a bank to which the Bank Act or the Quebec Savings Banks 
Act applies. 


“Restricted financial institution” enacted by 1988, c. 55, subsec. 
188(14), applicable after June 18, 1987. 


“retirement compensation arrangement” means a 
plan or arrangement under which contributions 
(other than payments made to acquire an interest in a 
life insurance policy) are made by an employer or 
former employer of a taxpayer, or by a person with 
whom the employer or former employer does not 
deal at arm’s length, to another person or partnership 
(in this definition and in Part XI.3 referred‘to as the 
“custodian’’) in connection with benefits that are to 
be or may be received or enjoyed by any person on, 
after or in contemplation of any substantial change in 
the services rendered by the taxpayer, the retirement 
of the taxpayer or the loss of an office or employ- 
ment of the taxpayer, but does not include 


(a) a registered pension plan, 


(b) a disability or income maintenance insurance 
plan under a policy with an insurance 
corporation, 


(c) a deferred profit sharing plan, 

(d) an employees profit sharing plan, 

(e) a registered retirement savings plan, 

(f) an employee trust, 

(g) a group sickness or accident insurance plan, 


Income Tax Act 


(h) a supplementary unemployment benefit plan, 


(i) a vacation pay trust described in paragraph 
149(1)(y), 


(j) a plan or arrangement established for the pur- 
pose of deferring the salary or wages of a profes- 
sional athlete for [the athlete’s] services as such 
with a team that participates in a league having 
regularly scheduled games (in this definition re- 
ferred to as an “‘athlete’s plan’), where 


(i) the plan or arrangement would, but for par- 
agraph (j) of the definition “salary deferral ar- 
rangement” in this subsection, be a salary 
deferral arrangement, and 


(ii) in the case of a Canadian team, the custo- 
dian of the plan or arrangement carries on 
business through a fixed place of business in 
Canada and is licensed or otherwise author- 
ized under the laws of Canada or a province to 
carry on in Canada the business of offering to 
the public its services as trustee, 


(k) a salary deferral arrangement, whether or not 
deferred amounts thereunder are required to be 
included as benefits under paragraph 6(1)(a) in 
computing a taxpayer’s income, 


(1) a plan or arrangement (other than an athlete’s 
plan) that is maintained primarily for the benefit 
of non-residents in respect of services rendered 
outside Canada, 


(m) an insurance policy, or 
(n) a prescribed plan or arrangement, 


and, for the purposes of this definition, where a par- 
ticular person holds property in trust under an ar- 
rangement that, if the property were held by another 
person, would be a retirement compensation arrange- 
ment, the arrangement shall be deemed to be a retire- 
ment compensation arrangement of which the partic- 
ular person is the custodian; 


Related Provisions: 8(1)(m.2) — Employee RCA contributions; 
12(11) — Definitions — “investment . contract”; 147.1(3) — 
Deemed registration; 207.6(2) — Life insurance policies; 
207.6(4) — Deemed contribution; 207.6(5) — Resident’s arrange- 
ment; 252.1(c), (d) — All branches of a union deemed to-be a single 
employer. 


Pre-RSC History: “Retirement compensation arrangement” en- 
acted by 1987, c. 46, subsec. 69(2), applicable after October 8, 
1986, except that with respect to a plan or arrangement (other thana 
pension fund or plan the registration of which has been revoked 
under the Act) established before October 9, 1986 or established af- 
ter October 8, 1986 pursuant to an agreement between a taxpayer 
and an employer or former employer of the taxpayer entered into 
before October 9, 1986 (referred to herein as the “existing arrange- 
ment”), for the purposes of the Act, 


(a) another plan or arrangement (referred to herein as the “‘statu- 
tory arrangement’) is deemed to be established on the day that 
is the earlier of January 1, 1988, and the day after October 8, 
1986 on which the terms of the existing arrangement have been 
materially altered; 


(b) the statutory arrangement is deemed to be a separate ar- 
rangement independent of the existing arrangement; 
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(c) the existing arrangement is deemed not to be a retirement 
compensation arrangement; and 


(d) all contributions made under the existing arrangement after 
the establishment of the statutory arrangement and all property 
that can reasonably be considered to derive from those contri- 
butions are deemed to be property held in connection with the 
statutory arrangement and not in connection with the existing 
arrangement. 


Regulations: 6802 (prescribed plan or arrangement). _ 
Advance Tax Rulings: ATR-45: Share appreciation rights plan. 


Forms: T1733: Application for “A Retirement Compensation Ar- 
rangement” (RCA) Identification Account. 


“retirement income fund” has the meaning as- 
signed by subsection 146.3(1); 


Pre-RSC History: “Retirement income fund” enacted by 1977-78, 
c. 32, subsec. 54(2). 


“retirement savings plan” has the meaning as- 
signed by subsection 146(1); 


“retiring allowance” means an amount (other than a 
superannuation or pension benefit, an amount re- 
ceived as a consequence of the death of an employee 
or a benefit described in subparagraph 6(1)(a)(iv)) 
received 


(a) on or after retirement of a taxpayer from an 
office or employment in recognition of the tax- 
payer’s long service, or 


(b) in respect of a loss of an office or employ- 
ment of a taxpayer, whether or not received as, 
on account or in lieu of payment of, damages or 
pursuant to an order or judgment of a competent 
tribunal, 


by the taxpayer or, after the taxpayer’s death, by a 
dependant or a relation of the taxpayer or by the le- 
gal representative of the taxpayer; 


Related Provisions: 56(1)(a)(iji)—Inclusion in income; 
604.1) — Rollover of retiring allowance to RRSP; 248(8) — Oc- 
cutrences as a consequence of death. 


Pre-RSC History: That portion of “retiring allowance” preceding 
para. (a) substituted by 1990, c. 39, subsec. 54(1), applicable to 
1988 et seg. That portion formerly read: 


“retiring allowance” means an amount (other than a superan- 
nuation or pension benefit or an amount received as a conse- 
quence of the death of an employee) received 


“Retiring allowance” substituted by 1980-81-82-83, c. 140, subsec. 
128(10), applicable with respect to amounts received in respect of 
any termination of an office or employment after November 12, 
1981. “Retiring allowance” formerly read: 


“retiring allowance” means an amount received upon or after 
retirement from an office or employment in recognition of 

long service or in respect of loss of office or employment 

(other than a superannuation or pension benefit), whether the 

recipient is the officer or employee or a dependant, relation or 

legal representative; 


Selected Cases [subsec. 248(1)“retiring allowance”]: 
Schwartz v. Canada, {1996] 1 C.T.C. 303 (SCC) (Retiring allow- 
ance not related to employment which never started); Merrins v. 
Canada, {1995].1 C.T.C. 111 (FCTD) (Amount received on settle- 
ment of grievance arising from lay-off was “retiring allowance”); 
Doyle v. The Queen, [1983] C.T.C. 339 (FCTD) (No genuine retire- 
ment from office of director of wound-up company where its busi- 
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ness transferred to another company and managed by same individ- 
ual as director of second company); Lorenzen v. The Queen, [1981] 
C.T.C. 377 (FCTD) (Retiring allowance disallowed where former 
president/director of wound-up company continued to manage 
transferred business as president/director of transferee company). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-337R2: Retiring allowances; IT-365R2: Damages, settlements 
and similar receipts; IT-508R: Death benefits. 


I.T. Technical News: No. 7 (retiring allowances). 
Advance Tax Rulings: ATR-12: Retiring allowance. 


“RRSP deduction limit” has the meaning assigned 
by subsection 146(1); 


Pre-RSC History: “RRSP deduction limit” enacted by 1990, c. 
35, subsec. 27(3), applicable after 1988. 


“RRSP dollar limit” has the meaning assigned by 
subsection 146(1); 


Pre-RSC History: “RRSP dollar limit” enacted by 1990, c. 35, 
subsec. 27(3), applicable after 1988. 


“salary deferral arrangement’, in respect of a tax- 
payer, means a plan or arrangement, whether funded 
or not, under which any person has a right in a taxa- 
tion year to receive an amount after the year where it 
is reasonable to consider that one of the main pur- 
poses for the creation or existence of the right is to 
postpone tax payable under this Act by the taxpayer 
in respect of an amount that is, or is on account or in 
lieu of, salary or wages of the taxpayer for services 
rendered by the taxpayer in the year or a preceding 
taxation year (including such a right that is subject to 
one. or.more conditions unless there is a substantial 
risk that any one of those conditions will not be sat- 
isfied), but does not include 


(a) a registered pension plan, © 
(b) a disability or income maintenance insurance 


plan under a policy with an insurance 
corporation, 


(c) a deferred profit sharing plan, 

(d) an employees profit sharing plan, 

(e) an employee trust, 

(f) a group sickness or accident insurance plan, 
(g) a supplementary unemployment benefit plan, 


(h) a vacation pay trust described in paragraph 
149(1)(y), 


(i) a plan or arrangement the sole purpose of 
which is to provide education or training for em- 
ployees of an employer to improve their work or 
work-related skills and abilities, 


(j) a plan or arrangement established for the pur- 
pose of deferring the salary or wages of a profes- 
sional athlete for the services of the athlete as 
such with a team that participates in a league hav- 
ing regularly scheduled games, 


(k) a plan or arrangement under which a taxpayer 
has a right to receive a bonus or similar payment 
in respect of services rendered by the taxpayer in 
a taxation year to be paid within 3 years follow- 
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ing the end of the year, or 


(1) a prescribed plan or arrangement; 


Related Provisions: 
contract”. 


12(11) — Definitions — “investment 


Pre-RSC History: Para. (a) of “salary deferral arrangement” 
amended by Sch. I of 1990, c. 35, applicable from June 27, 1990. 
Para. (a) formerly read: 

(a) a registered pension fund or plan, 


“Salary deferral arrangement” enacted by 1986, c. 55, subsec. 78(3), 
applicable after February 25, 1986 with respect to plans and ar- 
rangements otherwise than with respect to an amount that would be 
a deferred amount but for this exception under an agreement in writ- 
ing made before February 26, 1986 by a taxpayer and his employer 
or former employer where the amount is in respect of 


(a) services rendered by the taxpayer before July 1986; or 


(b) services rendered by the taxpayer after June 1986, where the 
taxpayer is obliged to defer receipt of the amount and cannot 
cancel or otherwise avoid that obligation. 


Regulations: 6801 (prescribed plan or arrangement). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-168R3: 
Athletes and players employed by football, hockey and similar 
clubs. 

1.T. Technical News: No. 7 (salary deferral arrangement — para- 
graph (k)). 

Advance Tax Rulings: ATR-39: Self-funded leave of absence; 


ATR-45: Share appreciation rights plan; ATR-64: Phantom stock 
award plan. 


“salary or wages”, except in sections 5 and 63 and 
the definition “death benefit” in this subsection, 
means the income of a taxpayer from an office or 
employment as computed under subdivision a of Di- 
vision B of Part I and includes all fees received for 
services not rendered in the course of the taxpayer’s 
business but does not include superannuation or pen- 
sion benefits or retiring allowances; 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting v. “directly engaged” SR&ED salary and 
wages. 


“scientific research and experimental develop- 
ment” has the meaning assigned by regulation; 
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Related Provisions: 37(3)— Revenue Canada may obtain ad- 
vise from certain sources as to whether an activity is SR&ED; 
37(8) — Amounts deemed not to be expenditures on SR&ED; 
37(13) — Linked work deemed to be SR&ED. 


History: The definition “scientific research and experimental de- 
velopment” added by 1996, c. 21, subsec. 60(2), applicable to work 
performed after February 27, 1995 except that, for the purposes of 
paras. 149(1)g) and (8)(b), that definition does not apply to work 
performed pursuant to an agreement in writing entered into before 
February 28, 1995. 
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Regulations: 2900 (meaning of “scientific research and experi- 
mental development”). . 


“scientific research and experimental develop- 
ment financing contract” has the meaning assigned 
by subsection 194(6); 

Origin of “scientific research and experimental 


development financing contract”: R.S.C. 1985, c. 1 (Sth 
Supp.). (Formerly included in subsec. 194(6).) 


Application Policies: SR&ED 94-03: Testing activities on new 
substances required by the Canadian Protection Act (CEPA); 
SR&ED 95-01R: Linked activities — Reg. 2900(1)(d); SR&ED 95- 
02: Science eligibility guidelines for the oil and gas mining indus- 
tries; SR&ED 95-03: Claims for ISO 9000 registration; SR&ED 96- 
02: Tests.and studies required to meet requirements in regulated in- 
dustries; SR&ED 96-08: Eligibility of the preparation of new drug 
submissions; SR&ED 96-09: Eligibility of clinical trials to meet 
regulatory requirements. 


“scientific research and experimental develop- 
ment tax credit” of a taxpayer for a taxation year 
has the meaning assigned by subsection 127.3(2); 

Origin of “scientific research and_ experimental 


development tax credit”: R.S.C. 1985, c. 1 (Sth Supp.). (For- 
merly included in subsec. 127.3(2).) 


“securities lending arrangement” has the meaning 
assigned by subsection 260(1); 

History: The definition “securities lending arrangement” added to 
subsec. 248(1) by 1994, c. 21, subsec. 109(6), applicable to 1993 et 
seq. 


*‘self-contained domestic establishment” means a 
dwelling-house, apartment or other similar place of 
residence in which place a person as a general rule 
sleeps and eats; 

Interpretation Bulletins: IT-91R4: Employment at special work 


sites or remote work locations; IT-352R2: Employee’s expenses, in- 
cluding work space in home expenses. 


“separation agreement” includes an agreement by 
which a person agrees to make payments on a peri- 
odic basis for the maintenance of a former spouse, 
children of the marriage or both the former spouse 
and children of the marriage, after the marriage has 
been dissolved whether the agreement was made 
before or after the marriage was dissolved; 


“servant” — [See under “employment”. ] 


*“‘share”’ means a share or fraction of a share of the 
capital stock of a corporation and, for greater cer- 
tainty, a share of the capital stock of a corporation 
includes a share of the capital of a cooperative cor- 
poration (within the meaning assigned by subsection 
136(2)) and a share of the capital of a credit union; 
Related Provisions: 132.2(2) — Definition of “share” for mutual 


fund rollover rules; 142.2(1)“mark-to-market property”(a), 142.5 — 
Mark-to-market rules for financial institutions. 


History: “Share” substituted by 1994, c. 7, Sch. II (1991, c. 49), 

subsec. 192(1), applicable after 1988. “Share” formerly read: 
“share” means a share or fraction thereof of the capital stock 
of a corporation; 

Pre-RSC History: “Share” substituted by 1974-75-76, c. 26, sub- 

sec. 125(8), applicable after 1971. 
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Interpretation Bulletins: IT-116R3: Rights to buy additional 
shares. 


Advance Tax Rulings: ATR-26: Share exchange. 


“shareholder” includes a member or other person 
entitled to receive payment.of a dividend; 


Interpretation Bulletins: IT-116R3: Rights to buy additional 
shares; IT-432R2: Benefits conferred on shareholders. 


“share-purchase tax credit” of a taxpayer for a tax- 
ation year has the meaning assigned by subsection 
127.2(6); 


“short-term preferred share” of a corporation at 
any particular time means a share, other than a 
grandfathered share, of the capital stock of the cor- 
poration issued after December 15, 1987 that at that 
particular time 


(a) is a share where, under the terms and condi- 
tions of the share, any agreement relating to the 
share or any modification of those terms and con- 
ditions or that agreement, the corporation or a 
specified person in relation to the corporation is 
or may, at any time within 5 years from the date 
of its issue, be required to redeem, acquire or 
cancel, in whole or in part, the share (unless the 
requirement to redeem, acquire or cancel the 
share arises only in the event of the death of the 
shareholder or by reason only of a right to con- 
vert or exchange the share) or to reduce the paid- 
up capital of the share, and. for the purposes of 
this paragraph 
(i) an agreement in respect of a share of the 
capital stock of a corporation shall be read 
without reference to that part of the agreement 
under which a person agrees to acquire the 
share for an amount 


(A) in the case of a share (other than a 
share that would, but for that part of the 
agreement, be a taxable preferred share) 
the agreement in respect of which provides 
that the share is to be acquired within 60 
days after the day on which. the agreement 
was entered into, that does not exceed the 
greater of the fair market value of the share 
at the time the agreement was entered into, 
determined without reference to the agree- 
ment, and the fair market value of the 
share at the time of the acquisition, deter- 
mined without reference to the agreement, 
or 


(B) that does not exceed the fair market 
value of the share at the time of the acqui- 
sition, determined without reference to the 
agreement, or for an amount determined 
by reference to the assets or earnings of the 
corporation where that determination may 
reasonably be considered to be used to de- 
termine an amount that does not exceed 
the fair market value of the share at the 
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time of the acquisition, determined without 
reference to the agreement, and 


(1i) “shareholder” includes a shareholder of a 
shareholder, or 


(b) is a share that is convertible or exchangeable 
at any time within 5 years from the date of its 
issue, unless 


(i) it is convertible into or exchangeable for 


(A) another share of the corporation or a 
corporation related to the corporation that, 
if issued, would not be a short-term pre- 
ferred share, 


(B) a right or warrant. that, if exercised, 
would allow the person exercising it to ac- 
quire only a share of the corporation or a 
corporation related to the corporation that, 
if issued, would not be a short-term pre- 
ferred share, or 


(C) both a share described in clause (A) 
and a right or, warrant described in clause 
(B), and 


(ii) all the consideration receivable for the 
share on the conversion or exchange is the 
share described in clause (i)(A) or the right or 
watrant described in clause (i)(B) or both, as 
the case may be, and for the purposes of this 
subparagraph, where a taxpayer may become 
entitled on the conversion or exchange of a 
share to receive any particular consideration 
(other than consideration described in any of 
clauses (i)(A) to (C)) in lieu of a fraction of a 
share, the particular consideration shall be 
deemed not to be consideration unless it may 
reasonably be considered that the particular 
consideration was receivable as part of a se- 
ries of transactions or events one of the main 
purposes of which was to avoid or limit the 
application of Part IV.1 or VI.1, 


and, for the purposes of this definition, 


(c) where at any particular time after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, the terms or conditions of a share of the 
capital stock of a corporation that are relevant to 
any matter referred to in any of paragraphs (a), 
(b), (f) and (h) are established or modified, or any 
agreement in respect of any such matter to which 
the corporation or a specified person in relation to 
the corporation is a party, is changed or entered 
into, the share shall be deemed after that particu- 
lar time to have been issued at that particular 
time, 


(d) where at any particular time after December 
15, 1987 a particular share of the capital stock of 
a corporation has been issued or its terms or con- 
ditions have been modified or an agreement in re- 
spect of the share is modified or entered into, and 


1834 


Income Tax Act 


it may reasonably be considered, having regard to 
all the circumstances, including the rate of inter- 
est on any debt obligation or the dividend pro- 
vided on any short-term preferred share, that 


(i) but for the existence at any time of such a 
debt obligation or such a short-term preferred 
share, the particular share would not have 
been issued or its terms or conditions modi- 
fied or the agreement in respect of the share 
would not have been modified or entered into, 
and 


(11) one of the main purposes for the issue of 
the particular share or the modification of its 
terms or conditions or the modification or en- 
tering into the agreement in respect of the 
share was to avoid or limit the tax payable 
under subsection 191.1(1), 


the particular share shall be deemed after that 
particular time to have been issued at that particu- 
lar time and to be a short-term preferred share of 
the corporation, 


(e) where at any particular time after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, the terms or conditions of a share of the 
capital stock of a corporation are modified or es- 
tablished or any agreement in respect of the share 
has been changed or entered into, and as a conse- 
quence thereof the corporation or a specified per- 
son in relation to the corporation may reasonably 
be expected to redeem, acquire or cancel (other- 
wise than by reason of the death of the share- 
holder or by reason only of a right to convert or 
exchange the share that would not cause the share 
to. be a short-term preferred share by reason of 
paragraph (b)), in whole or in part, the share, or 
to reduce its paid-up capital, within 5 years from 
the particular time, the share shall be deemed to 
have been issued at that particular time and to be 
a short-term preferred share of the corporation af- 
ter the particular time until the time that such rea- 
sonable expectation ceases to exist and, for the 
purposes of this paragraph, 


(i) an agreement in respect of a share of the 
capital stock of a corporation shall be read 
without reference to that part of the agreement 
under which a person agrees to acquire the 
share for an amount 


(A) in the case of a share (other than a 
share that would, but for that part of the 
agreement, be a taxable preferred share) 
the agreement in respect of which provides 
that the share is to be acquired within 60 
days after the day on which the agreement 
was entered into, that does not exceed the 
greater of the fair market value of the share 
at the time the agreement was entered into, 
determined without reference to the agree- 
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ment, and the fair market value of the 
share at the time of the acquisition, deter- 
mined without reference to the agreement, 
or 


(B) that does, not, exceed the fair market 
value of the share at the time of the acqui- 
sition, determined without reference to the 
agreement, or for an amount determined 
by reference to the assets or earnings of the 
corporation where that determination may 
reasonably be considered to be used to de- 
termine an amount that does not exceed 
the fair market value of the share at. the 
time of the acquisition, determined without 
reference to the agreement, and 


Gi) “shareholder” includes a shareholder a a 
shareholder, 


(f) where a share of the capital stock of a a corpora- 
tion was issued after December 15, 1987. and°at 
the time the share was issued the existence of the 
corporation was, or there was an. arrangement 
under which it could be, limited to a period that 
was within 5 years from the date of its issue, the 
share shall be deemed. to be a short-term pre- 
ferred share of the corporation unless the share is 
a grandfathered share and the arrangement is a 
written arrangement entered into before Decem- 
ber 16, 1987, 


(g) where a share of the capital stock of a corpo- 
ration is acquired at any time after December 15, 
1987 by the corporation or a specified person in 
relation to the corporation and the share is at any 
particular time after that time acquired by a per- 
son with whom the corporation or a specified per- 
son in relation to the corporation was dealing at 
arm’s length if this Act were read without refer- 
ence to paragraph 251(5)(b), from the corporation 
or a specified person in relation to the corpora- 
tion, the share shall be deemed after that particu- 
lar time to have been: issued at that. particular 
time, 


(h) where at any particular time after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, as a result of the terms or conditions of 
a share of the capital stock of a corporation or 
any agreement entered into by the corporation or 
a specified person in relation to the corporation, 
any person (other than the corporation or an indi- 
vidual other than a trust) was obligated, either ab- 
solutely or contingently and either immediately 
or in the future, to effect any undertaking within 
5 years after the day on which the share was is- 
sued (in this paragraph referred to as a “guarantee 
agreement’’) including any guarantee, covenant or 
agreement to purchase or repurchase the share, 
and including the lending of funds or the placing 
of amounts on deposit with, or on behalf.of the 
shareholder or a specified person in relation to 


the shareholder given 


(i) to ensure that any loss that the shareholder 
or a specified person in relation to the share- 
holder may sustain, by reason of the owner- 
ship, holding or disposition of the share or any 
other property is limited in any respect, and 


(ii) as part of a transaction or event or series 
of transactions or:events that included the is- 
suance of the share, 


the share shall be deemed after that particular 
time to have been issued at the particular time 
and to be at and immediately after the particular 
time a short-term preférred share, and for the pur- 
poses of this paragraph, where a guarantee agree- 
ment in respect of a share is given at any particu- 
lar time after December 15, 1987, otherwise than 
pursuant to a ‘written’ arrangement to do so en- 
tered into before December 16, 1987, the share 
shall be deemed to have been issued at the partic- 
ular time and the guarantee agreement shall be 
deemed to have been given as part of a series of 
transactions that included the issuance of the 
share, 


(i) a share that is, at the time a dividend is paid 
thereon, a share described in paragraph (e) of the 
definition “term preferred share” in this subsec- 
tion during the applicable time period referred to 
in that paragraph or a prescribed share shall, not- 
‘withstanding any other provision of this defini- 
tion, be deemed not to be a short-term n preferred 
share at that time, and 


(j) “specified. person” has the meaning assigned 
by paragraph (h) of the definition “taxable pre- 
ferred share’’ in this subsection; 


Related Provisions: 87(4.2) — Amalgamation; 248(10) — Se- 
ries of transactions. 


Pre-RSC History: “Short-term preferred share” substituted by 
1988, c. 55, subsec. 188(1), applicable with respect to shares issued 
after December 15, 1987 and shares deemed by the Act (as 
amended) to have been issued after that date. “Short-term preferred 
share” formerly read: 


“short-term preferred share” of a corporation (in ‘this defini- 
tion referred to as the “issuing corporation”) means 


(a) a share of the capital stock of the issuing corporation 
issued after November 12, 1981 if 


(1) the issuing corporation, any person related to the 
issuing corporation or any partnership or trust of 
which the issuing corporation or a person related 
thereto is a member or beneficiary (each of which is 
referred to in this. definition as “a member of the re- 
lated issuing group”) is or may be required to re- 
deem, acquire or cancel, in whole or in part, the 
share or to reduce its paid-up capital at any time 
within 18 months from the date of its issue, and 


(11) the share was issued in order to obtain funds for a 
member of the related issuing group and the share 
may reasonably be regarded as having been issued 
by a member of the related issuing group in lieu of 
commercial paper or a similar short-term debt instru- 
ment that would otherwise have been issued or sold 
on the money market by a member of the related is- 
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suing group had a member of the related issuing 
group borrowed the funds, or 


(b) a share described in subparagraph (a)(ii) that is con- 
vertible, directly or indirectly, within 18 months from the 
date of its issue into debt or into a share that, if issued, 
would be a share described in subparagraph (a)(1), 


but does not include a share of the capital stock of a 
corporation 


(c) that was issued after November 12, 1981 and before 
1983 pursuant to an agreement in writing to do so made 
before November 13, 1981, 


(d) that is a share described in paragraph (e) of the defini- 
tion “term preferred share” in this subsection, or 


(e) that is a prescribed share 


and for the purposes of this definition, 


(f) where, at any particular time after November 12, 
1981, in the case of a share issued before November 13, 
1981 or a share described in paragraph (c), its redemption 
date was changed or the terms or conditions relating to 


(i) its redemption, acquisition, cancellation, conver- 
sion or reduction of its paid-up capital by the issuing 
corporation, or 


(11) its acquisition by a member of the related issuing 
group 
were changed, the share shall, for the purpose of deter- 
mining at a subsequent time whether it is a short-term 
preferred share, be deemed to have been issued at the 
particular time, 


(g) where a person has an interest in a trust, whether di- 
rectly or indirectly, through an interest in any other trust 
or in any other manner whatever, the person shall be 
deemed to be a beneficiary of the trust, 


(h) where a particular share of the capital stock of a cor- 
poration has been issued or its terms or conditions have 
been modified and it may reasonably be considered, hav- 
ing regard to all circumstances (including the rate of in- 
terest on any debt or the dividend provided on any short- 
term preferred share), that 


(1) but for the existence at any time of the debt or the 
short-term preferred share, the particular share would 
not have been issued or its terms or conditions modi- 
fied, and 


(ii) one of the main purposes for the issue of the par- 
ticular share or the modification of its terms or con- 
ditions was to avoid or limit the application of sub- 
section 112(2.3), 


the particular share shall, after December 31, 1982, be 
deemed to be a short-term preferred share of the 
corporation, 


(i) where a share is substituted or exchanged for a short- 
term preferred share, the share shall be deemed to be a 
short-term preferred share, 


(j) where the terms or conditions of a share of the capital 
stock of the issuing corporation are modified or estab- 
lished after June 28, 1982 and as a consequence thereof 
any member of the related issuing group may reasonably 
be expected to redeem, acquire or cancel, in whole or in 
part, the share, or to reduce its paid-up capital, within 18 
months from the date of its issue, the share shall be 
deemed as from the date of the modification or as from 
the date of the establishment, as the case may be, to be a 
share described in subparagraph (a)(i), 


(k) where a share of the capital stock of the issuing cor- 
poration was issued after June 28, 1982 and at the time 
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the share was issued the existence of the issuing corpora- 
tion was, or there was an arrangement under which it 
could be, limited to a period that was within 18 months 
from the date of its issue, the share shall be deemed to be 
a share described in subparagraph (a)(i), and 


(1) where a share is issued after November 12, 1981 by a 
member of the related issuing group to another member 
of that related issuing group and the share is subsequently 
sold by any member of the related issuing group to a per- 
son with whom such member was, but for paragraph 
251(5)(b), dealing at arm’s length, the share shall be 
deemed to have been issued at the time the share was 
sold by such member; 


“Short-term preferred share” enacted by 1980-81-82-83, c. 140, 
subsec. 128(11), applicable after November 12, 1981. 


Regulations: 6201(8) (prescribed shares). 
Advance Tax Rulings: ATR-46: Financial difficulty. 


“small business bond” has the meaning assigned by 
section 15.2; 


Pre-RSC History: “Small business bond” enacted by 1980-81-82- 
83, c. 140, subsec. 128(12), applicable after December 11, 1979. 


“small business corporation’, at any particular 
time, means, subject to subsection 110.6(15), a par- 
ticular corporation that is a Canadian-controlled pri- 
vate corporation all or substantially all of the fair 
market value of the assets of which at that time is 
attributable to assets that are 


(a) used principally in an active business carried 
on primarily in Canada by the particular corpora- 
tion or by a corporation related to it, 


(b) shares of the capital stock or indebtedness of 
one or more small business corporations that are 
at that time connected with the particular corpo- 
ration (within the meaning of subsection 186(4) 
on the assumption that the small business corpo- 
ration is at that time a “payer corporation” within 
the meaning of that subsection), or 


(c) assets described in paragraphs (a) and (b), 


including, for the purpose of paragraph 39(1)(c), a 
corporation that was at any time in the 12 months 
preceding that time a small business corporation, 
and, for the purpose of this definition, the fair market 
value of a net income stabilization account shall be 
deemed to be nil; 


Related Provisions: 110.6(2.1) — Capital gains deduction — 
qualified small business corporation shares; 110.6(14)(b) — Inter- 
pretation rule for capital gains exemption purposes; 110.6(15) — 
Value of assets of corporation; 136(1) — Whether cooperative cor- 
poration can be a small business corporation; 137(7) — Whether 
credit union can be a small business corporation. 


History: That portion of “small business corporation” following 
para. (c) amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 
139(5), applicable to 1991 et seg. That portion formerly read: 


and, for the purposes of paragraph 39(1)(c), includes a corpo- 
ration that was at any time in the 12 months preceding that 
time a small business corporation; 


All that portion of “small business corporation” preceding para. (c) 
substituted by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 192(10), 
(11), paras. (a), (b) applicable to 1988 et seq., and that portion pre- 
ceding para. (a) applicable after June 17, 1987, except before Sep- 
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tember 14, 1988 it shall be read as follows: 


“small, business corporation” at any particular time means, 
subject to subsection 110.6(15), a particular corporation that 
is a Canadian-controlled’ private corporation all or substan- 
tially all of the assets of which were at that time - 


That portion of the definition formerly read: 


-“small business corporation” ‘at any particular time means a 
particular corporation that is ‘a Canadian-controlled: private 
corporation all or substantially allof the fair market value of 
the assets of which at:that time was. attributable-to assets that 
were 


(a) used in an active business: carried on primarily in Canada 
_by the particular corporation or by a corporation related to it, 


(b), shares, of the capital stock of one or more small business 

corporations that were at that time connected with the. particu- 

~ lar corporation (within the meaning’ of subsection 186(4) on 

~~ the assumption that the small business corporation was at that 

time‘a “payer corporation” within the meaning of that subsec- 

tion) ora bond; debenture, bill, note, mortgage or similar ob- 
ligation issued by, such a connected. corporation,, or 


Pre-RSC History: That portion of “small business corporation” 
preceding para. (a) substituted by 1988, c. 55, subsec. 188(6). That 
portion formerly read: ~ : 


“small business corporation” at any particular time-means a 

_ particular corporation that is a Canadian-controlled private 

corporation all or substantially all of the assets of which were 
at that time : 


“Small business corporation” amended by 1986, c. 55, subsec. © 


*78(1), to substitute, in para. (a), “primarily in Canada” for “in Can- 
ada” and “related to it” ‘for “controlled by it” 
portion following para. (c), applicable after 1985. 


“Small business corporation” enacted by 1986, 'c. 6, subsec. 126(4), 


applicable to 1985 et seq. 


Interpretation Bulletins: IT-236R3: Reserves— disposition of 
capital: property; IT-268R3: Inter vivos transfer of farm property to 
child; IT-484R2: Business investment losses. 


Advance Tax Rulings:.ATR-53: Purification of a.small business 
corporation; ATR-55: Amalgamation followed by sale of shares. 


“small business development bond” has the mean- 
ing assigned by section 15.1; . 
Pre-RSC History: “Small business development bond” enacted by 


1980-81-82-83, c. 140, subsec. Cite applicable after December 
11, {F979: 


“specified employee” of a person means an em- 
ployee of the person who is a specified shareholder 
of the person or who does not deal at arm’s.Jength 
with the person; 

Related Provisions: 15(2.7)— Meaning of specified BiidhehBe 


of a partnership. for purpose. of shareholder qRBTORA ORS and 
loans. Ope 


History: The definition ‘ 
248(1) by 1994,.c.°8, s: 32, ane ieaee to taxation Meats ending after 
December 2, 1992. 


“specified financial ijbiiseuhe means 
(a) a bank, , 
(b) a corporation licensed or sdlobriticis authorized 
under the laws of Canada or a province to carry 


on in Canada the business of offering to the pub- 
lic its services as trustee, 


(c) a credit union, 


sand‘to add all that | 


‘specified i added. to. subsec. | 
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(d). an insurance corporation, 


(e) a corporation whose principal business is the 
lending of money to persons with whom the cor- 
poration is dealing at arm’s length or the purchas- 
_ ing of debt obligations issued by such persons or 
a combination thereof, 


(f) a corporation that is controlled by one or more 
corporations described in any of paragraphs (a) to 
(e) and for the. purposes of this. paragraph, one 
corporation is controlled by another corporation 
if more than 50% of its issued share capital (hav- 
ing full voting rights under all circumstances) be- 
Jongs. to the other corporation, to persons with 
whom the other corporation does not deal at 

arm ’s length, or to the other corporation and per- 
sons with whom ‘the other corporation does not 
deal at arm’s length, or 


(g) a corporation related to a corporation de- 
scribed in any of paragraphs (a) to (f); 
Related Provisions: 248(14) — Related corporations. 
Pre-RSC History: Para. (a) of “specified financial institution” 


substituted by, 1992,: c.-1, Sch. V, subsec. 21(3), applicable from 
February 28, 1992. That para. formerly read: 


(a) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, 


“Specified financial institution” enacted by 1988, c. 55, subsec. 
188(14)., applicable after-June. 18, 1987, except. that in the applica- 
tion.of the definition “specified financial institution” to paragraph 
112(2.2)(f) as it read on May 22, 1985, paragraph (e) of the defini- 
tion shall be read as follows: 


~-(e) a corporation whose principal business is the lending of 
“money or the purchasing of debt obligations or a combination 
thereof, 


“specified future tax consequence” for a taxation 
year means 


(a) the consequence of the deduction or exclusion 
' of an amount referred to in paragraph 161(7)(a), 
and 


(b) the consequence of a reduction under subsec- 
tion 66(12.73) of a:particular amount purported to 
be renounced by a corporation after the beginning 
of the year to’a person or partnership under sub- 
section 66(12.6) or (12.601) because of the appli- 
cation of subsection 66(12.66), determined as if 
the purported renunciation would, but for subsec- 
tion 66(12.73), have been effective only where 


(i) the purported renunciation occurred in Jan- 
uary, February or March of.a,calendar year, 


(ii) the, effective date of the purported renunci- 
ation was the last day of the preceding calen- 
dar year, 


(ii1) the corporation agreed in that preceding 
calendar year to issue a flow-though share to 
the person or partnership, 


.| Gv) the particular amount does not exceed the 
amount, if any, by which the consideration for 
| which the share is to be-issued;exceeds the to- 
tal of all other amounts purported by the cor- 
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poration to have been renounced under sub- 
section 66(12.6) or (12.601) in respect of that 
consideration, 


(v) paragraphs 66(12.66)(c) and (d) are satis- 
fied with respect to the purported renuncia- 
tion, and 


(vi) the form prescribed for the purpose of 
subsection 66(12.7) in respect of the pur- 
ported renunciation is filed with the Minister 
before May of the calendar year; 
Related Provisions: 127(10.2)A — Effect of specified future tax 
consequence (SFTC) on investment tax credits; 156.1(1.1), (1.2), 
157(2)(c), (d), 157(2.1)(a), 161(4)(a), 161(4.01)(a), 161(4.1)(a) — 
Effect of SFTC on instalment obligations and instalment interest; 
161(6.2) — Flow-through share renunciations and one-year look- 
back — effect of SFTC on interest; 162(11) — Effect of SFTC on 
penalties. 


History: The definition “specified future tax consequence” added 
to subsec. 248(1) by 1997, c. 25, subsec. 71(3), applicable to 1996 
et seg.; and, for greater certainty, for taxation years that ended 
before 1996, there are deemed to be no specified future tax 
consequences. 


“specified investment business” has the meaning 
assigned by subsection 125(7); 


Pre-RSC History: “Specified investment business” enacted by 
1988, c. 55, subsec. 188(14), applicable to 1988 et seq. 


“specified member” of a partnership in a fiscal pe- 
riod or taxation year of the partnership, as the case 
may be, means 


(a) any member of the partnership who is a lim- 
ited partner (within the meaning assigned by sub- 
section 96(2.4)) of the partnership at any time in 
the period or year, and 


(b) any member of the partnership, other than a 
member who is 


(i) actively engaged in those activities of the 
partnership business that are other than the fi- 
nancing of the partnership business, or 


(ii) carrying on a similar business as that car- 
ried on by the partnership in its taxation year, 
otherwise than as a member of a partnership, 


on a regular, continuous and substantial basis 
throughout that part of_the period or year during 
which the business of the partnership is ordinarily 
carried on and during which the member is a 
member of the partnership; 


Related Provisions: 40(3.131), 127.52(2.1) — Anti-avoidance. 


Pre-RSC History: “Specified member” enacted by 1988, c. 55, 
subsec. 188(14), applicable after December 15, 1987. 


Interpretation Bulletins: [T-151R4: Scientific research and ex- 
perimental development expenditures. 


“specified shareholder” of a corporation in a taxa- 
tion year means a taxpayer who owns, directly or in- 
directly, at any time in the year, not less than 10% of 
the issued shares of any class of the capital stock of 
the corporation or of any other corporation that is re- 
lated to the corporation and, for the purposes of this 
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definition, 


(a) a taxpayer shall be deemed to own each share 
of the capital stock of a corporation owned at that 
time by a person with whom the taxpayer does 
not deal at arm’s length, 


(b) each beneficiary of a trust shall be deemed to 
own that proportion of all such shares owned by 
the trust at that time that the fair market value at 
that time of the beneficial interest of the benefici- 
ary in the trust is of the fair market value at that 
time of all beneficial interests in the trust, 


(c) each member of a partnership shall be deemed 
to own that proportion of all the shares of any 
class of the capital stock of a corporation that are 
property of the partnership at that time that the 
fair market value at that time of the member’s in- 
terest in the partnership is of the fair market value 
at that time of the interests of all members in the 
partnership, 


(d) an individual who performs services on behalf 
of a corporation that would be carrying on a per- 
sonal services business if the individual or any 
person related to the individual were at that time 
a specified shareholder of the corporation shall be 
deemed to be a specified shareholder of the cor- 
poration at that time if the individual, or any per- 
son or partnership with whom the individual does 
not deal at arm’s length, is, or by virtue of any 
arrangement, may become, entitled, directly or 
indirectly, to not less than 10% of the assets or 
the shares of any class of the capital stock of the 
corporation or any corporation related thereto, 
and 


(e) notwithstanding paragraph (b), where a bene- 
ficiary’s share of the income or capital of the 
trust depends on the exercise by any person of, or 
the failure by any person to exercise, any discre- 
tionary power, the beneficiary shall be deemed to 
own each share of the capital stock of a corpora- 
tion owned at that time by the trust; 

Related Provisions: 18(5), (5.1) — Alternate definition for thin 

capitalization rules; 55(3.2)(a) — Extended meaning for capital 


gains strip rules; 88(1)(c.2)(ii1) — Restriction on definition for 
windups. 

History: Para. (e) added by 1994, c. 7, Sch. VIII (1993, e. 24), 
subsec. 139(6), applicable after 1991. 


Pre-RSC History: “Specified shareholder” enacted by 1984, c. 45, 
subsec. 92(4), applicable to 1985 et seq. 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-88R2: Stock dividends; IT-153R3: Land developers — sub- 
division and development costs and carrying charges on land; IT- 
421R2: Benefits to individuals, corporations and shareholders from 
loans or debt; IT-432R2: Benefits conferred on shareholders. 


Advance Tax Rulings: ATR-36: Estate freeze. 


“stock dividend” includes any dividend (determined 
without reference to the definition “dividend” in this 
subsection) paid by a corporation to the extent that it 
is paid by the issuance of shares of any class of the 
capital stock of the corporation; 
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Related Provisions: 15(1.1) — Where stock dividend designed 
to confers benefit on shareholder; 52(3) — Cost of stock dividend; 


“Amount” (of stock dividend); 248(5)(b) — Stock dividend is 
deemed to be substituted property. 


History: “Stock dividend” amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 192(1), to add the phrase in parentheses. 


Pre-RSC History: “Stock dividend”-enacted by 1986, c. 6, subsec. 
126(4), applicable with respect to dividends paid after May 23, 
1985, other than dividends declared on or before that day. 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-88R2: Stock dividends. 


Information Circulars: 88-2 para. 26; General anti-avoidance 
rule — section 245 of the Income Tax Act. 


“subsidiary controlled corporation” means a cor- 
poration more than 50% of the issued share capital 
of which (having full voting rights under all circum- 
stances) belongs to the corporation. to which it is 
subsidiary; 

Pre-RSC History: The definition “subsidiary controlled corpora- 


tion” was formerly included under the definition “subsidiary 
wholly-owned corporation”. 


“subsidiary wholly-owned corporation” means a 
corporation all the issued share capital of which (ex- 
cept directors’ qualifying shares) belongs to the cor- 
poration to which it is subsidiary; 

Related Provisions: 87(1.4) — Definition of “subsidiary wholly- 


owned corporation”; 87(2.11)— Losses, etc., on amalgamation 
with subsidiary wholly-owned corporation. 


Interpretation Bulletins: IT-98R2: Investment corporations. 


“superannuation or pension benefit” includes any 
amount received out of or under a superannuation or 
pension fund or plan and, without restricting the gen- 
erality of the foregoing, includes any payment made 
to a beneficiary under the fund or plan or to an em- 
ployer or former employer of the beneficiary there- 
under 


(a) in accordance with the terms of the fund or 
plan, 


(b) resulting from an amendment to or modifica- 
tion of the fund or plan, or 


(c) resulting from the termination of the fund or 
plan; 
Related Provisions: 6(1)(g) — Employee benefit plan benefits; 


56(1)(a)G) — Superannuation or pension “benefit included in 
income. 


Interpretation Bulletins: IT-499R: CAPRI R A or pension 
benefits; IT-508R: Death benefits, 


“supplementary unemployment benefit plan” has 
the meaning assigned by subsection 145(1); 


“tar sands” means bituminous sands or oil shales 
extracted, otherwise than by a well, from a mineral 
resource, but, for the purpose of applying sections 13 
and 20. and any regulations made for the purpose of 
paragraph 20(1)(a) in respect of property acquired 
after March 6, 1996, includes material extracted by a 
well from a deposit of bituminous sands or oil 
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shales; 


History: The definition “tar sands” in subsec. 248(1) amended by 
1997, c. 25, subsec. 71(1), applicable after March 6, 1996. It for- 
merly read: 


“tar sands” means bituminous sands, oil sands or oil shales 
extracted, otherwise than by a well, from a mineral resource; 


Pre-RSC History: “Tar sands” enacted by 1985, c. 45, subsec. 
122(2), applicable to 1983 et seq. 


“tax shelter” has the meaning assigned by subsec- 
tion 237. 1(1); 

Pre-RSC History: “Tax shelter’ enacted by 1988, c. 55, subsec. 
188(14). 


“taxable Canadian corporation” has the meaning 
assigned by subsection 89(1); 


“taxable Canadian property”’ has the meaning as- 
signed by subsection 115(1) except that, for the pur- 
poses only of sections 2 and 128.1, the expression 
“taxable Canadian property” includes 


(a) a Canadian resource property, 
(b) a timber resource property, 


(c) an income UES in a trust resident in 
Canada, 


(d) a right to a share of the income or loss under 
an agreement referred: to in paragraph 96(1.1)(a), 
and 


(e) a life insurance policy in Canada; 


| Related Provisions: See Related provisions annotation to 115(1). 


History: The opening words of the definition “taxable Canadian 
property” substituted by 1994, c. 21, subsec. 109(4), applicable after 
1992 except that, where a corporation has elected in accordance 
with paragraph 111(4)(a) of 1994,°c. 21 (see subsec. 250(5.1)), the 
amended. definition applies. to the corporation from the time at 
which the corporation was first granted. articles of continuation (or 
similar constitutional documents) in any jurisdiction. The opening 
words of that definition formerly read: 


“taxable Canadian property” has the meaning assigned by 
subsection 115(1) except that, for the purposes only of sec- 
tion 2, the expression “taxable Canadian property” includes 
Para. (e) added to “taxable Canadian property” by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 192(12), applicable to dispositions occurring 
after July 13, 1990. 
Pre-RSC History: Para. (a) of “taxable Canadian property” substi- 
tuted by 1985, c. 45, subsec. 122(3), applicable to taxation years 
commencing after 1984. Para. (a) formerly read: 
(a) a Canadian resource property or any property that would 
have been a Canadian resource property if it had been ac- 
quired after 1971, 
Para. (a) substituted by 1980-81-82-83, c. 48, subsec. 108(10). 


“Taxable Canadian property” substituted by 1974-75-76, c. 26, sub- 
sec. 125(9), applicable to 1972 et seq. 


Interpretation Bulletins: IT-420R3: Non-residents — income 
earned in Canada. 


“taxable capital gain” has the meaning assigned by 
section 38; 


“taxable dividend” has the meaning assigned by 
subsection .89(1); 


Related Provisions: 131(1)— Restricted meaning of taxable 
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dividend for purposes of s. 80.03. 


“taxable income” has the meaning assigned by sub- 
section 2(2), except that in no case may a taxpayer’s 
taxable income be less than nil; 

Pre-RSC History: “Taxable income” substituted by 1987, c. 46, 


subsec. 69(1), to add “except that in no case may a taxpayer’s taxa- 
ble income be less than nil”, applicable to 1985 et seq. 


“taxable income earned in Canada” means a tax- 
payer’s taxable income earned in Canada determined 
in accordance with Division D of Part I, except that 
in no case may a taxpayer’s taxable income earned 
in Canada be less than nil; 


Related Provisions: 2(3) — Tax on taxable income earned in 
Canada; 115(1) — Non-resident’s taxable income earned in Canada. 


Pre-RSC History: “Taxable income earned in Canada” substituted 
by 1987, c. 46, subsec. 69(1), to add “except that in no case may a 
taxpayer’s taxable income earned in Canada be less than nil’, appli- 
cable to 1985 et seq. 


“taxable net gain” from dispositions of listed per- 
sonal property has the meaning assigned by section 
41; 


“taxable preferred share” at any particular time 
means 


(a) a share issued after December 15, 1987 that is 
a short-term preferred share at that particular 
time, or 


(b) a share (other than a grandfathered share) of 
the capital stock of a corporation issued after 8:00 
p.m. Eastern Daylight Saving Time, June 18, 
1987 where, at that particular time by reason of 
the terms or conditions of the share or any agree- 
ment in respect of the share or its issue to which 
the corporation, or a specified person in relation 
to the corporation, is a party, 


(i) it may reasonably be considered, having re- 
gard to all the circumstances, that the amount 
of the dividends that may be declared or paid 
on the share (in this definition referred to. as 
the “dividend entitlement’) is, by way of a 
formula or otherwise 


(A) fixed, 
(B) limited to a ‘maximum, or 


(C) established to be not less than a mini- 
mum (including any amount determined 
on a cumulative basis) and with respect to 
the dividend that may be declared or paid 
on the share there is a preference over any 
other dividend that may be declared or 
paid on any other share of the capital stock 
of the corporation, 


(ii) it may reasonably be considered, having 
regard to all the circumstances, that the 
amount that the shareholder is entitled to re- 
ceive in respect of the share on the dissolu- 
tion, liquidation or winding-up of the corpora- 
tion or on the redemption, acquisition or 
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cancellation of the share (unless the require- 
ment to redeem, acquire or cancel the share 
arises only in the event of the death of the 
shareholder or by reason only of a night. to 
convert or exchange the share) or on a reduc- 
tion of the paid-up capital of the share by the 
corporation or by a specified person in rela- 
tion to the corporation (in this definition re- 
ferred to as the “‘liquidation entitlement’) is, 
by way of a formula or otherwise ; 


(A) fixed, 
(B) limited to a maximum, or 


(C) established to be not less than a 
minimum, 
and, for the purposes of this subparagraph, 
“shareholder” includes a shareholder of a 
shareholder, 


(iii) the share is convertible or exchangeable 
at any time, unless 


(A) it is convertible into or exchangeable 
for 


(I) another share of the corporation or a 
corporation related to. the corporation 
that, if issued, would not:be.a taxable 
preferred share, 


(11) a right or warrant that, if exercised, 
would allow the person exercising it to 
acquire only a share of the corporation 
or a corporation related to the corpora- 
tion that, if issued, would not be a taxa- 
ble preferred share, or 


(IIL) both a share described in subclause 
(1) and a right or warrant described in 
subclause (II), and 


(B) all the consideration receivable for the 
share on the conversion or exchange is the 
share described in subclause (A)(I) or the 
right or warrant described in subclause 
(A)CD or both, as the case may be, and, 
for the purposes of this clause, where a 
taxpayer may become entitled on the con- 
version or exchange of a share to receive 
any particular consideration (other-than 
consideration described in any of: sub- 
clauses (A)(I) to (II])) in lieu of a fraction 
of a share, the particular, consideration 
shall be deemed not to be consideration 
unless it may reasonably be considered 
that the particular consideration was re- 
ceivable as part of a series of transactions 
or events one of the main purposes of 
which was to avoid or limit the application 
of Part [V.1 or VI.1,, or 


(iv) any person (other than the corporation) 
was, at or immediately before that particular 
time, obligated, either absolutely or contin- 
gently, and either immediately or in the fu- 
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ture, to effect any undertaking (in this subpar- 
agraph referred to as a “guarantee 
agreement’), including any guarantee, cove- 
nant or agreement to purchase or repurchase 
the share, and including the lending of funds 
to or the placing of amounts on deposit with, 
or on behalf of, the shareholder or any speci- 
fied person in relation to the shareholder 
given 


(A) to ensure that any loss that the share- 
holder or a specified person in relation to 
the shareholder may sustain by reason of 
the ownership, holding or disposition of 
the share or any other property is limited in 
any respect, or 


(B) to ensure that the shareholder or a 
specified person in relation to. the share- 
holder will derive earnings by reason of 
the ownership, holding or disposition of 
the share or any other property, 


and the guarantee agreement was given as part 
of a transaction or event.or a series of transac- 
tions or events that included the issuance. of 
the share and, for the purposes of this. para- 
graph, where a guarantee agreement in respect 
of a share is given at any particular time after 
8:00 p.m. Eastern Daylight Saving Time, June 
18, 1987, otherwise than pursuant to a written 
arrangement to do so entered into before 8:00 
p.m. Eastern Daylight Saving Time, June 18, 
1987, the share shall be deemed to have been 
issued at the particular time and the guarantee 
agreement shall be deemed to have been given 
as part of a series of transactions that included 
the issuance of the share, 


but does not include a share that is at the particular 
time a prescribed share or a share described in para- 
graph (e) of the definition “term preferred share’ in 
this subsection during the applicable time period re- 
ferred to in that paragraph and, for the purposes of 
this definition, 


(c) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be fixed, limited to a maximum. or established to 
be not less than a minimum where all dividends 
on the share are determined solely by reference to 
the dividend entitlement of another! share of the 
capital stock of the corporation or of another cor- 
poration that controls the corporation that would 
not be.a taxable preferred share if 


(1) this definition were read without reference 
to paragraph (f), 

(11) the other share were issued after June 18, 
1987, and 


(iii) the other share were not a grandfathered 
share, a prescribed share or a share described 
in paragraph (e) of the definition “term pre- 
ferred share” in this subsection, 
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(d) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be fixed, limited to'a maximum or established 
to be not less than'a minimum where. all the liqui- 
dation entitlement is determinable solely by refer- 
ence to the liquidation entitlement of another 
share: of the capital stock of the corporation or of 
another corporation that controls the corporation 
that would not be a taxable preferred share if 


(i) this definition were read without reference 
to paragraph (f), 

(ii) the other share were issued after June 18, 
1987, and 


(iii) the other share were not a grandfathered 
share, a prescribed share or a'share described 
in paragraph (e) of the definition “term pre- 
ferred share” in this subsection, 
(¢) where at any particular time after 8:00 p.m. 
Eastern Daylight Saving Time, June 18, 1987, 
otherwise than pursuant to a written arrangement 
to do so: entered into before 8:00: p.m. Eastern 
Daylight Saving Time, June 18, 1987, the terms 
or conditions of a share of the capital stock of a 
corporation that are relevant to any matter re- 
ferred to in any of subparagraphs (b)(i) to (iv) are 
established or modified or any agreement in re- 
spect. of any such matter, to which the corpora- 
tion or a specified person in relation to the corpo- 
ration is a party, is changed or entered into, the 
share shall, for the purpose of determining after 
the particular time whether it is a ‘taxable pre- 
ferred share, be deemed ‘to have been issued at 
that particular time, unless 


(i) the share is a share described in paragraph 
(b) of the definition ie cease acai share” in 
this ‘subsection, and 


(ii) the particular time is before December 16, 
1987 and before the time at which the share is 
first issued, 


(f) an agreement in respect of a share of the capi- 
tal stock of a corporation shall be read without 
reference to that part of the agreement under 
which a person agrees to acquire the share for an 
amount 


(i) in the case of a share the agreement in.re- 
spect of which provides that the share is to be 
acquired within 60 days after the day on 
which the agreement was entered into, that 
does not exceed the greater of the fair market 
value of the share at the time the agreement 
was entered into, determined without refer- 
ence to the agreement, and the fair market 
value of the share at the time ‘of the acquisi- 
tion, determined without reference to the 
agreement, or 

(ii) that does not exceed the fair market value 


of the share at the time of the acquisition, de- 
termined without reference to the agreement, 
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or for an amount determined by reference to 
the assets or earnings of the corporation where 
that determination may reasonably be consid- 
ered to be used to determine an amount that 
does not exceed the fair market value of the 
share at the time of the acquisition, deter- 
mined without reference to the agreement, 


(g) where 


(i) it may reasonably be considered that the 
dividends that may be declared or paid to a 
shareholder at any time on a share (other than 
a prescribed share or a share described in par- 
agraph (e) of the definition “term preferred 
share” in this subsection during the applicable 
time period referred to in that paragraph) of 
the capital stock of a corporation issued after 
December 15, 1987 or acquired after June 15, 
1988 are derived primarily from dividends re- 
ceived on taxable preferred shares of the capi- 
tal stock of another corporation, and 


(ii) it may reasonably be considered that the 
share was issued or acquired as part of a trans- 
action or event or series of transactions or 
events one of the main purposes of which was 
to avoid or limit the application of Part [V.1 
or VI.1, 


the share shall be deemed at that time to be a tax- 
able preferred share, and 


(h) “specified person’, in relation to any particu- 
lar person, means another person with whom the 
particular person does not deal at arm’s length or 
any partnership or trust of which the particular 
person or the other person is a member or benefi- 
ciary, respectively; . 
Related Provisions: 87(4.2)— Amalgamation; 248(1) — 


“Grandfathered share’; 248(10)—Series of transactions; 
248(13) — Interest in trust or partnerships. 


Pre-RSC History: “Taxable preferred share” enacted by 1988, c. 
55, subsec. 188(14), applicable with respect to shares issued after 8 
p.m. EDST, June 18, 1987 and shares deemed by the Act (as 
amended) to have been issued after that date. 


Regulations: 6201(7), (8) (prescribed shares). 


1.T. Technical News: No. 7 (taxable preferred shares — stock 
dividend in lieu of cash dividend). 


Advance Tax Rulings: ATR-46: Financial difficulty. 


“taxable RFI share” at any particular time means a 
share of the capital stock of a corporation issued 
before 8:00 p.m. Eastern Daylight Saving Time, June 
18, 1987 or a grandfathered share of the capital stock 
of a corporation, where at the particular time under 
the terms or conditions of the share or any agreement 
in respect of the share, 


(a) it may reasonably be considered, having re- 
gard to all the circumstances, that the amount of 
the dividends that may be declared or paid on the 
share (in this definition referred to as the “divi- 
dend entitlement’’) is, by way of a formula or oth- 
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erwise 
(i) fixed, 
(ii) limited to a maximum, or 


(iii) established to be not less than a mini- 
mum, or 


(b) it may reasonably be considered, having re- 
gard to all the circumstances, that the amount that 
the shareholder is entitled to receive in respect of 
the share on the dissolution, liquidation or wind- 
ing-up of the corporation (in this definition re- 
ferred to as the “liquidation entitlement’) is, by 
way of formula or otherwise 


(i) fixed, 
(ii) limited to a maximum, or 


(iii) established to be not less than a 

minimum, 
but does not include a share that is at the particular 
time a prescribed share, a term preferred share, a 
share described in paragraph (e) of the definition 
“term preferred share” in this subsection during the 
applicable time period referred to in that paragraph 
or a taxable preferred share and, for the purposes of 
this definition, 


(c) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be fixed, limited to a maximum or established to 
be not less than a minimum where all dividends 
on the share are determined solely by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation or of another cor- 
poration that controls the corporation that would 
not be a taxable preferred share if 


(i) the definition “taxable preferred share” in 
this subsection were read without reference to 
paragraph (f) of that definition, 


(ii) the other share were issued after June 18, 
1987, and 


(iii) the other share were not a grandfathered 
share, a prescribed share or a share described 
in paragraph (e) of the definition “term pre- 
ferred share” in this subsection, 
(d) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be fixed, limited to a maximum or established 
to be not less than a minimum where all the liqui- 
dation entitlement is determinable solely by refer- 
ence to the liquidation entitlement of another 
share of the capital stock of the corporation or of 
another corporation that controls the corporation 
that would not be a taxable preferred share if 


(i) the definition “taxable preferred share” in 
this subsection were read without reference to 
paragraph (f) of that definition, 


(ii) the other share were issued after June 18, 
1987, and 


(iii) the other share were not a grandfathered 
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share, a prescribed share or a share described 
in paragraph (e) of the definition “term pre- 
ferred share” in this subsection, and | 

(e) where 


(i) it may reasonably be considered that the 
dividends that may be declared or paid to a 
shareholder at any time on a share (other than 
a prescribed share or a share described in par- 
agraph (e) of the definition “term preferred 
share” in this subsection during the applicable 
time period referred to in that paragraph) of 
the capital stock of a corporation issued after 
December 15, 1987 or acquired after June 15, 
1988 are derived primarily from dividends re- 
ceived on taxable RFI shares of the capital 
stock of another corporation, and 


(ii) it may reasonably be considered that the 
share was issued or acquired as part of a trans- 
action or event or series of transactions or 
events one of the main purposes of which was 
to avoid or limit the application of Part IV.1, 


the share shall be deemed at that time to be a tax- 
able RFI share; 


Related Provisions: 87(4.2) — Amalgamation; 248(10) — Se- 
ries of transactions: 


Pre-RSC History: “Taxable RFI share” added by 1988, c. 55, 
subsec. 188(14), applicable after June 18, 1987. 

Regulations: 6201(4), (5.1), (9)-(11) (prescribed shares). 
Advance Tax Rulings: ATR-46: Financial difficulty. 


“tax-paid undistributed surplus on hand” — [Re- 
pealed under former Act] 

Pre-RSC History: “Tax-paid undistributed surplus on hand” re- 
pealed by 1977-78, c. 1, subsec. 98(6), applicable after December 
31, 1978. “Tax-paid undistributed surplus on hand” formerly read: 


“tax-paid undistributed surplus on hand” has the meaning as- 
signed by subsection 89(1); 


“taxpayer” includes any person whether or not lia- 
ble to pay tax; 

Related Provisions: 143.2(1) — “Taxpayer” includes partnership 
for tax shelter investment cost rules. 


“term preferred share” of a corporation (in this 
definition referred to as the “issuing corporation”) 
means a share of a class of the capital stock of the 
issuing corporation if the share was issued or ac- 
quired after June 28, 1982 and, at the time the share 
was issued or acquired, the existence of the issuing 
corporation was, or there was an arrangement under 
which it could be, limited or, in the case of a share 
issued after November 16, 1978 if 


(a) under the terms or conditions of the share, any 
agreement relating to the share or any modifica- 
tion of those terms or conditions or that 
agreement, 


(i) the owner thereof may cause the share to 
be redeemed, acquired or cancelled (unless 
the owner of the share may cause the share to 
be redeemed, acquired or cancelled by reason 
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only of a right to convert or exchange the 
Share) or cause its paid-up capital to be 
reduced, 


(ii) the issuing corporation or any other person 
or partnership is or may be required to re- 
deem, acquire or cancel, in whole or in part, 
the share (unless the requirement to redeem, 
acquire or cancel the share arises by reason 
only of a right to convert or exchange the 
share) or to reduce its paid-up capital, 


(ili) the issuing corporation or any other per- 
son or partnership provides or may be re- 
quired to provide any form of guarantee, se- 
curity or similar indemnity or covenant 
(including the lending of funds to or the plac- 
ing of amounts on deposit with, or on behalf 
of, the holder thereof or any person related 
thereto) with respect to the share, or 


(iv) the share is convertible or exchangeable 
unless 


(A) it is convertible into or exchangeable 
for 


(I) another share of the issuing corpora- 
tion or a corporation related to the issu- 
ing corporation that, if issued, would 
not be a term preferred share, 


(IL) a right or warrant that, if exercised, 
would allow the person exercising it to 
acquire only a share of the issuing cor- 
poration or a corporation related to the 
issuing corporation that, if issued, 
would not be a term preferred share, or 


(III) both a share described in subclause 
(I) and a right or warrant described in 
subclause (II), and 


(B) all the consideration receivable for the 
share on the conversion or exchange is the 
share described in subclause (A)(I) or the 
right or warrant described in subclause 
(A)(II) or both, as the case may be, and, 
for the purposes of this clause, where a 
taxpayer may become entitled on the con- 
version or exchange of a share to receive 
any particular consideration (other than 
consideration described in any of sub- 
clauses (A)(I) to (IID) in lieu of a fraction 
of a share, the particular consideration 
shall be deemed not to be consideration 
unless it may reasonably be considered 
that the particular consideration was re- 
ceivable as part of a series of transactions 
or events one of the main purposes of 
which was to avoid or limit the application 
of subsection 112(2.1) or 258(3), or 


(b) the owner thereof acquired the share after Oc- 
tober 23, 1979 and is 


(i) a corporation described in any of 
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paragraphs (a) to (e) of the:definition “speci- 
fied financial institution” in this subsection, 


(11) a corporation that is controlled by one or 
more corporations described in subparagraph 
(i), 

(iii) a corporation that acquired the share after 
December 11, 1979 and is related to a corpo- 
ration referred to in subparagraph (1) or (ii), or 


(iv) a partnership or trust of which a corpora- 
tion referred to in subparagraph (1) or (ii) or a 
person related thereto is a member or a 
beneficiary, i} 


that (either alone or together with any of such 
corporations, partnerships or trusts) controls or 
has an absolute or contingent right to control or 
to acquire control of the issuing corporation, 


but does not include a share of the capital stock of a 
corporation 


(c) that was issued after November 16, 1978 and 
before 1980 pursuant to an agreement in writing 
to do so made before November 17, 1978 (in this 
definition referred to as an “established 
agreement’), 


(d) that was issued as a stock dividend 


(i) before April 22, 1980 on a share of the 
capital stock of a public corporation that was 
not a term preferred share, or 


(ii) after April 21, 1980 on a share that was, at 
the time the stock dividend was paid, a share 
prescribed for the purposes of paragraph (f), 


(d.1) that was issued before April 22, 1980 by a 
corporation described in any of paragraphs 
39(5)(b) to (f) or by an issuing corporation asso- 
ciated with any such corporation and is listed on 
a prescribed stock exchange in Canada, 
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(e) for a period not exceeding ten years and, in 
the case of a share issued after November 12, 
1981, for a period not exceeding five years, from 
the date of its issuance, which share was issued 
by a corporation resident in Canada, 


(1) as part of a proposal to, or an arrangement 
with, its creditors that had been approved by a 
court under the Bankruptcy and Insolvency 
Act, 


(11) at a time when all or substantially all of its 
assets were under the control of a receiver, re- 
ceiver-manager, sequestrator or trustee in 
bankruptcy, or 


(111) at a time when, by reason of financial dif- 
ficulty, the issuing corporation or another cor- 
poration resident in Canada with which it does 
not deal at arm’s length was in default, or 
could reasonably be expected to default, on a 
debt obligation held by a person with whom 
the issuing corporation or the, other corpora- 
tion was dealing at arm’s length and the share 
was issued either wholly or in substantial part 
and either directly or indirectly in exchange or 
substitution for that obligation or a part 
thereof, 


and, in the case of a share issued after November 
12, 1981, the proceeds from the issue may rea- 
sonably be regarded as having been used by the 
issuing corporation or a corporation with which it 


-was not dealing at arm’s length in the financing 


of its business carried on in Canada immediately 
before the share was issued, 


(f) that is a prescribed share, or 
(f.1) that is a taxable preferred share held by a 
specified financial institution that acquired the 
share 

(1) before December 16, 1987, or 


(11) before 1989 pursuant to an agreement in 
writing entered into before December 16, 
1987, 


other than a share deemed by paragraph (c) of the 
definition “short-term preferred share” in this 
subsection or by paragraph (i.2) to have been is- 


Part XVII — Interpretation S. 248(1) ter 


sued after December 15, 1987 or a share that 
would be deemed by paragraph (e) of the defini- 
tion “taxable preferred share” in this subsection 
to have been issued after December 15, 1987 if 
~ the references therein to “8:00 p.m. Eastern 
~ Daylight Saving Time, June 18, 1987” were read 
as references to “December 15, 1987”, 
and, for the purposes of this definition, 
~ (g) where the terms or conditions of an estab- 
lished agreement were amended after November 
16, 1978, the agreement shall be deemed to have 
‘> been made after that date, 


~ (h) where | } 
, . (i) at any particular time the terms or condi- 
tions of a share issued pursuant to an estab- 


lished agreement or of any agreement relating 
to such a share have been changed, 


(11) under the terms or conditions of 


_(A),a share of a class of the capital stock of 
the. issuing corporation issued before No- 
vember. 17, 1978 (other than a share that 
was listed on November 16, 1978 ona pre- 
scribed stock exchange in Canada), 


(B) a share issued pursuant to an estab- 
lished agreement, 


(C) any agreement between: the issuing 
corporation and the owner of a share de- 
scribed in clause (A)or (B), or 


(D) any agreement relating to a share de- 
scribed in clause (A) or (B) made after Oc- 
tober 23, 1979, 


the owner thereof could at any particular time 
after November 16, 1978 require, either alone 
or together with one or more taxpayers, the re- 
demption, acquisition, cancellation, conver- 
sion or reduction of the paid-up capital of the 
share otherwise than by reason of a failure or 
default under the terms or conditions of the 
share or any agreement that related to, and 
was entered into at the time of, the issuance of 
the share, 


(ii1) in respect. of a share issued before No- 
vember 17, 1978, at any particular time after 
November 16, 1978 the redemption date was 
extended or the terms or conditions relating to 
its redemption, acquisition, cancellation, con- 
version or reduction of its paid-up capital 
were changed, 


(iv) a share issued before November 17, 1978 
or a share issued pursuant to an established 
agreement (other than a share issued to a cor- 
poration described in any of paragraphs (a) to 
(f) of the definition “specified financial insti- 
tution” in this subsection), is, at any particular 
time after. October. 23, 1979. and before No- 
vember 13, 1981 acquired (otherwise than 
pursuant to an agreement in writing made 
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before October 24, 1979) from a person (other 
than a corporation described in any of 
paragraphs (a) to (f) of that definition) by a 
specified financial institution or by a partner- 
ship or trust of which a specified financial in- 
stitution or a person related thereto is a mem- 
ber or a beneficiary, 


(v) at any particular time after November 12, 
1 


(A) in respect of 


(I) a share (other than a share referred 

to in paragraph (e) or a share listed on 

November 13, 1981 on a prescribed 

stock exchange in Canada) issued after 

November 16, 1978 and before Novem- 
ber 13, 1981, or 


(II) a share issued after November 12, 
1981 and before 1983 pursuant. to an 
agreement in writing to do so made 
before November 13, 1981 (in this defi- 
nition referred. to as a “specified 
agreement’) 


the owner thereof could require, either 
alone or together with one or more taxpay- 
ers, the redemption, acquisition, cancella- 

tion, conversion or reduction of the paid- 
up capital of the share otherwise than by 
reason of a failure or default under the 
terms or conditions of the share or any 
agreement that related to, and. was entered 

- into at the time of, the issuance of the 
share, or 


(B) the redemption date of 


(1) a share issued after November 16, 
1978 and before November 13, 1981 or 


(If) a share issued’ pursuant to a’ speci- 
fied agreement 


was extended or the terms or conditions re- 
lating to its redemption, acquisition, can- 
cellation, conversion or reduction of its 
paid-up capital were changed, or 


(vi) a share (other than a share referred to in 
paragraph (e)) issued before November 13, 
1981 or a share issued pursuant to a specified 
agreement is, at any particular time after No- 
vember 12, 1981, acquired (otherwise than 
pursuant to an agreement in writing made 
before October 24, 1979 or otherwise than 
pursuant to a specified agreement) from a 
partnership or person (other than an ‘acquisi- 
tion from a corporation described in any of 
paragraphs (a) to (f) of the definition “speci- 
fied financial institution” in this subsection 
where that acquisition is neither subject to nor 
conditional on a guarantee agreement, within 
the meaning assigned by subsection 112(2.2), 
entered into after November 12, 1981) by a 
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specified financial institution or by a partner- 
ship or trust of which a specified financial in- 
stitution or a person related thereto is a mem- 
ber ora beneficiary, 


the share shall, for the purposes of determining at 
any time after the particular time whether it is a 
term preferred share, be deemed to have been is- 
sued at the particular time otherwise than pursu- 
ant to an established or specified agreement, 


(i) where the terms or conditions of a share of the 
capital stock of the issuing corporation are modi- 
fied or established after June 28, 1982 and as a 
consequence thereof the issuing corporation, any 
person related thereto or any partnership or trust 
of which the issuing corporation or a person re- 
lated thereto is a member or a beneficiary may 
reasonably be expected at any time to redeem, ac- 
quire or cancel, in whole or in part, the share or 
to reduce its paid-up capital, the share shall be 
deemed as from the date of the modification or as 
from the date of the establishment, as the case 
may be, to be a share described in paragraph (a), 


(1.1) where 


(i) it may reasonably be considered that the 
dividends that may be declared or paid at any 
time on a share (other than a prescribed share 
or a share described in paragraph (e) during 
the applicable time period referred to in that 
paragraph) of the capital stock of a corpora- 
tion issued after December 15, 1987 or ac- 
quired after June 15, 1988 are derived prima- 
rily from dividends received on term preferred 
shares of the capital stock of another corpora- 
tion, and 


(ii) it may reasonably be considered that the 
share was issued or acquired as part of a trans- 
action or event or series of transactions or 
events one of the main purposes of which was 
to avoid or limit the application of subsection 
112(2.1) or 138(6), 


the share shall be deemed at that time to be a 
term preferred share acquired in the ordinary 
course of business, 


(1.2) where at any particular time after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, the terms or conditions of a taxable pre- 
ferred share of the capital stock of a corporation 
relating to any matter referred to in subpara- 
graphs (a)(i) to (iv) have been modified or estab- 
lished, or any agreement in respect of the share 
relating to any such matter has been changed or 
entered into by the corporation or a specified per- 
son (within the meaning assigned by paragraph 
(h) of the definition “taxable preferred share” in 
this subsection) in relation to the corporation, the 
share shall be deemed after that particular time to 
have been issued at that particular time, and, 
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(j) where a particular share of the capital stock of 
a corporation has been issued or its terms and 
conditions have been modified and it may reason- 
ably be considered, having regard to all circum- 
stances (including the rate of interest on any debt 
or the dividend provided on any term preferred 
share), that 


(i) but for the existence at any time of the debt 
or the term preferred share, the particular 
share would not have been issued or its terms 
or conditions modified, and 


(ii) one of the main purposes for the issue of 
the particular share or for the modification of 
its terms or conditions was to avoid a limita- 
tion provided by subsection 112(2.1) or 
138(6) in respect of a deduction, 


the particular share shall be deemed after Decem- 
ber 31, 1982 to be a term preferred share of the 
corporation; 


Related Provisions: 80(1) — Definition of “distress preferred 
share”: 87(4.1) — Amalgamations — exchanged shares; 
112(2.6)“exempt share’(c) — Distress preferred shares excluded 
from restrictions on collateralized preferred shares; 248(13) — In- 
terests in trusts or partnerships; 256(1.6) — Fair market valuation; 
Canada-US. tax treaty, Art. XXIX A:5(c) — Meaning of “debt sub- 
stitute share”. 


History: “Term preferred share” amended by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 192(13), to add the word “or” at the end of 
para. (a), applicable after June 18, 1987. 


Subpara. (e)(i) of “term preferred share” amended by 1994, c. 7, 
Sch. V (1992, c. 27), para. 90(1)(q), to substitute “Bankruptcy and 
Insolvency Act’ for “Bankruptcy Act’, in force November 30, 1992. 


Pre-RSC History: Paras. (a), (b) and subpara. (e)(iii) of “term 
preferred share” substituted by 1988, c. 55, subsecs. 188(7), (8), (9), 
subpara. (e)(ii1) applicable with respect to shares issued (or deemed 
by the Act, as amended, to have been issued) after 8 p.m. EDST, 
June 18, 1987; paras. (a), (b) applicable after June 18, 1987 except 
that (by 1991, c.. 49, s. 246, deemed to have come into force Sep- 
tember 13, 1988): 


(a) in its application to shares issued after November 16, 1978 
and before October 24, 1979, subparagraphs (a)(i) to (iv) of the 
definition shall be read as follows: 


“(i) the owner thereof may, at any time within 10 years 
after the date of issue, cause the share to be redeemed, 
acquired or cancelled (unless the owner of the share may 
cause the share to be redeemed, acquired or cancelled by 
reason only of.a right to convert or exchange the share) 
or cause its paid-up capital to be reduced, 


(ii) the issuing corporation or any other person with 
whom it does not deal at arm’s length is or may be re- 
quired to redeem, acquire or cancel, in whole or in part, 
or to reduce its paid-up capital (otherwise than pursuant 
to a requirement of the corporation to redeem, acquire or 
cancel annually not more than 5% of the issued and fully 
paid shares of that class, or unless the owner may cause 
the share to be redeemed, acquired or cancelled by reason 
only of a right to convert or exchange the share), 


(iii) the issuing corporation or any other person is or may 
be required to provide any form of guarantee, security or 
similar covenant (including the lending of funds to or the 
placing of amounts on deposit with, or on behalf of, the 
owner thereof or any person related thereto) with respect 
to the share, or 
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(iv) the share is convertible, directly or indirectly, into 
debt or into a share that would, if issued, be a term pre- 
ferred share’; and 


(b) in its application to shares issued after October 23, 1979 and 
before November 13, 1981, or to shares issued pursuant to a 
specified agreement, subparagraphs (a)(i) to (iv) of the defini- 
tion shall be read as follows: 


“(i) the owner thereof may, at any time within 10 years 
after the date of issue, cause the share to be redeemed, 
acquired or cancelled (unless the owner of the share may 
cause the share to be redeemed, acquired or cancelled by 
reason only of a right to convert or exchange the share) 
or Cause its paid-up capital to be reduced, 


(ii) the issuing corporation or any other person is or may 
be required to redeem, acquire or cancel, in whole or in 
part, the share or to reduce its paid-up capital at any time 
within 10 years after its date of issue, 


(A) otherwise than pursuant to a requirement of the 
issuing corporation to redeem, acquire or cancel an- 
nually not more than 5% of the issued and fully paid 
shares of that class and, where the requirement was 
agreed to after April 21, 1980, it provides that such 
redemption, acquisition or cancellation of the share 
be in proportion to the number of shares of the class 
or, where such shares are of a series of a class, of 
that series, registered in the name of each share- 
holder, or 


(B) unless the requirement to redeem, acquire or can- 
cel the share arises by reason only of a right to con- 
vert or exchange the share, 


(iii) the issuing corporation or any other person is or may 
be required to provide any form of guarantee, security or 
similar indemnity or covenant (including the lending of 
funds to or the placing of amounts on deposit with, or on 
behalf of, the holder thereof or any person related 
thereto) with respect to the share, or 


(iv) the share is convertible, directly or indirectly, into 
debt or into a share that would, if issued, be a term pre- 
ferred share, or” 


Paras. (a), (b) and subpara (e)(iii) formerly read: 


(a) under the terms or conditions of the share, any agreement 
relating to the share or any modification of such terms, condi- 
tions or agreement, 


(1) the owner thereof may cause the share to be redeemed, 
acquired or cancelled or cause its paid-up capital to be 
reduced, 


(11) the issuing corporation or any other person or partner- 
ship is or may be required to redeem, acquire or cancel, 
in whole or in part, the share or to reduce its paid-up 
capital, 

(iii) the issuing corporation or any other person or part- 
nership provides or may be required. to provide any form 
of guarantee, security or similar indemnity or covenant 
(including the lending of funds to or the placing of 
amounts on deposit with, or on behalf of, the holder 
thereof or any person related thereto) with respect to the 
share, or 


(iv) the share is convertible, directly or indirectly, into 
debt or into a share that, if issued, would be a term pre- 
ferred share, or 


(b) the owner thereof acquired the share after October 23, 
1979 and is 


(i) a corporation described in paragraph 112(2.1)(a), 


(ii) a corporation that is controlled directly or indirectly 
by one or’ more corporations described in paragraph 
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112(2.1)(a), 


(111) a corporation that acquired the share after December 
11, 1979 and is associated with a cerneratien referred to 
in ‘subparagraph (i) or (11), or 


(iv) a partnership or trust of which a corporation referred 
to in subparagraph (1) or (ii) or a person related thereto is 
a member or a beneficiary, 


that (either alone or together with any of such corporations, 
partnerships or trusts) controls directly or indirectly or has an 
absolute or contingent right to control directly or indirectly or 
to acquire direct or indirect control of the issuing corporation, 


(iii) at a time when, by reason of financial difficulty, the 
issuing corporation or another corporation resident in 
Canada with which it does not deal at arm’s length was in 
default, or could reasonably be expected to default, on a 
debt obligation held by a person with whom the issuing 
corporation or the other corporation was dealing at arm’s 
length and the share was issued, in whole or in part, di- 
rectly or indirectly in 2s or substitution for that 
obligation, 


Para. (f.1) of “term preferred share” added by 1988, c.. 35, subsec. 
188(10), applicable after June 18, 1987. 


Subparas. (h)(iv), (vi) of “term preferred share” amended by 1988, 
c. 55, subsec. 188(11) to substitute in each “any of paragraphs (a) to 
(f) of the definition “specified financial institution” in this subsec- 
tion” for “paragraph 112(2.1)(a) or (b)”, and in subpara. (vi) to sub- 
stitute “neither subject to” for “not PISS to”, applicable after June 
18s, 1987: 


Paras. (1.1), G.2) of “term preferred share’ added by 1988, Capos 
subsec. 188(12), applicable with respect to shares issued, or deemed 
by para. (1.2) to have been issued, after December 15, 1987. 


All that portion of “term preferred share” following para. (j) re- 
pealed by 1988, c. 55, subsec. 188(13), applicable with respect to 
shares issued after 8 p.m. EDST, June 18; 1987 and shares deemed 
by the Act (as amended) to have been issued after that date. That 
portion formerly read: 


and where after November 12, 1981 a person has an interest 
in a trust, whether directly or indirectly through an interest in 
any other trust or in any other manner whatever, the person 
shall, for the purposes of this definition, the definition “in- 
come bond” or “income debenture” in this subsection, sub- 
section 112(2.2) and section 258, be deemed to be a benefici- 
ary of the trust; 


Subpara. (j)(ii) amended by. 1985, c. 45, subsec.,.122(4), to. substi- 
tute “to avoid a limitation provided by. subsection, 112(2.1) or 
138(6) in respect of a deduction” for “to avoid or limit, the applica- 
tion of subsection 112(2.1)”, applicable with, respect to shares is- 
sued after May 9, 1985 and to shares the terms or conditions of 
which have been modified after that date. 


“Term preferred share” substituted by. 1980-81-82-83,.c..140, sub- 
sec. 128(14), applicable after November 16, 1978 except that 


(a) in its application to shares issued after November 16, 1978 
and before October 24, 1979, subparas. (a)(i),.(4i) and (1) of 
the definition shall be read as follows: 


“(a) the owner thereof may, at any time within 10 years of 
the date of issue, cause the share. to be redeemed, ac- 
quired or cancelled or cause its paid-up.capital to be 
reduced, 


(ii) the corporation or any other person with whom it 
does not deal at arm’s length is or may be required to 
redeem, acquire or cancel, in whole or in-part, the share 
or reduce its paid-up capital at any time within 10 years 
of the date of issue (other than pursuant to a requirement 
of the corporation to redeem, acquire or cancel annually 
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not more than 5% of the issued and fully paid shares of 
that class), 


(iii) the corporation or any other person is or may be re- 
quired to provide any form of guarantee, security or simi- 
lar covenant (including the lending of funds to or placing 
of amounts on deposit with, or on behalf of, the owner 
thereof or any person related thereto) with respect to the 
share, or”; 


(b) in its application to shares issued after October 23, 1979 and 
before November 13, 1981, or to shares issued pursuant to a 
specified agreement, subparas. (a)(i), (ii) and (iii) of the defini- 
tion shall be read as follows: 


“(1) the owner thereof may, at any time within 10 years of 
the date of issue, cause the share to be redeemed, ac- 
quired or cancelled or cause its paid-up capital to be 
reduced, 


(ii) the issuing corporation or any other person is or may 
be required to redeem, acquire or cancel, in whole or in 
part, the share or to reduce its paid-up capital at any time 
within 10 years of the date of issue (otherwise than pur- 
suant to a requirement of the issuing corporation to re- 
deem, acquire or cancel annually not more than 5% of the 
issued and fully paid shares of that class and, where the 
requirement was agreed to after April 21, 1980, it pro- 
vides that such redemption, acquisition or cancellation. of 
the shares be in proportion to the number of shares of the 
class or, where such shares are of a series of a.class, of 
that series, registered in the name of each shareholder), 


(iii) the issuing corporation or any other person provides 
or may be required to provide any form of guarantee, se- 


be in proportion to the number of shares of the class 
or, where such shares are of a series of a class, of 
that series, registered in the name of each 
shareholder), 


(iii) the issuing corporation or any other person pro- 
vides or may be required to provide any form. of 
guarantee, security or similar indemnity or covenant 
(including the lending of funds to or the placing of 
amounts on deposit with, or on behalf of, the holder 
thereof or any person related thereto) with respect to 
the share, or 


(iv) the share is convertible, directly or indirectly, 
into debt or into a share that, if issued, would be a 
term preferred share, or 


(b) the owner thereof acquired the share after October 23, 
1979 and is 


(i) a corporation described in paragraph 112(2.1)(a), 


(ii) a corporation that is controlled directly or indi- 
rectly by one or more corporations described in para- 
graph 112(2.1)(a), 


(ili) a corporation associated with a corporation re- 
ferred to in subparagraph (1) or (ii) that acquired the 
share after December 11, 1979, or 

(iv) a partnership or trust of which a corporation re- 
ferred to in subparagraph (i) or (11) or a person re- 
lated thereto 1s a member or a beneficiary, 


that (either-alone or together with any of such corpora- 
tions, partnerships or trusts) controls directly or indirectly 


curity or similar indemnity or covenant (including the 
lending of funds to or placing of amounts on deposit 
with, or on behalf of, the owner thereof or any person 
related thereto) with respect to the share, or”; and 


(c) in respect of shares issued after October 23, 1979 and before 
November 13, 1981 all that portion of para. (e) of the definition 
following subpara. (iii) shall be read as follows: 


“and, in the case of a share issued after October 13, 1979 
and before November 13, 1981, the proceeds from the is- 
sue may reasonably be regarded as having been used by 
the issuing corporation or a corporation with which it was 
not dealing at arm’s length in the financing of its busi- 
ness carried on immediately before the share was. issued, 
or”. 


“Term preferred share” formerly read: 


“term preferred share” of a corporation (in this definition re- 
ferred to as the “issuing corporation”) means a share of a 
class of the capital stock of the issuing corporation issued af- 
ter November 16, 1978 if 


(a) under the terms or conditions of the share, any agree- 
ment relating to the share or any modification of such 
terms, conditions or agreement, 


(i) the owner thereof may, at any time within 10 
years of the date of issue, cause the share to be re- 
deemed, acquired or cancelled or cause its paid-up 
capital to be reduced, 


(ii) the issuing corporation or any other person is or 
may be required to redeem, acquire or cancel, in 
whole or in part, the share or to reduce its paid-up 
capital at any time within 10 years of the date of is- 
sue (otherwise than pursuant to.a requirement of the 
issuing corporation to redeem, acquire or cancel an- 
nually not more than 5% of the issued and fully paid 
shares of that class and, where the requirement was 
agreed to after April 21, 1980, it provides that such 
redemption, acquisition or cancellation of the shares 
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or has an absolute or contingent right to control directly 
or indirectly or to acquire direct or indirect control of the 
issuing corporation, 


but does not include ‘a share of the’ capital stock of a 
corporation 


(c) that was issued after November 16, 1978 and before 
1980 pursuant to an agreement in writing to do so made 
before November 17, 1978 (in this definition referred to 
as an “established agreement’), 


(d) that was issued as a stock dividend 


(i) before April 22, 1980 on a share of the capital 
stock of a public corporation that was not a term pre- 
ferred ‘share; or 


(11) after April 21, 1980 on a share that was, at the 
time the stock dividend was paid, a share prescribed 
for the purposes of paragraph (f), 


(d.1) that was issued before April 22, 1980 by a corpora- 
tion described in any of paragraphs 39(5)(b) to (f) or by 
an issuing corporation associated with any such corpora- 
tion and is listed on a prescribed stock exchange in 
Canada, 


(e) for a period not exceeding ten years from the date of 
its issuance and that was issued by a corporation resident 
in Canada, 


(1) as part of a proposal to, or an arrangement with its 
creditors that had been approved by a court under the 
Bankruptcy Act, 


(i) at a time when all or substantially all of its assets 
were under, the control of a receiver, receiver-man- 
ager, sequestrator or trustee in bankruptcy, or 


(iii) at a time when, by reason of financial difficulty, 
the issuing corporation or another corporation resi- 
dent in Canada with which it does not deal at arm’s 
length was in default, or could reasonably be ex- 
pected to default, on a debt obligation held by a per- 
son with whom the issuing corporation or the other 
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corporation was dealing at arm’s length and the share 
was issued, in. whole or in part, directly or indirectly 
in exchange or substitution for that obligation, 


and, in the case of a share issued after October 23, 1979,. 


the proceeds from the issue may reasonably be regarded 
as having been used by the issuing corporation or a cor- 
poration with which it was not dealing at arm’s length in 
the financing of its business carried on immediately 
before the share was issued, or 


(f) that is a prescribed share, 


and for the purposes of this definition, 


(g) where the terms or conditions of an established agree-’ 


ment were amended after November 16, 1978, the agree- 
ment shall be deemed to have been made after that date, 
and 


(h) where 


(i) at any particular time the terms or conditions of a 
share issued pursuant to an established agreement or 
of any agreement relating to such a share have been 
changed, . 


(ii) under the terms or conditions of 


(A) a share of a class of the capital stock of the 
issuing corporation issued before November 17, 
1978 (other than a share that was listed on No- 
vember 16, 1978 on a prescribed stock exchange 
in Canada), 


(B) a share issued pursuant to an established 
agreement, 


(C) any agreement between the issuing corpora- 
tion and the owner of a share described in clause 
(A) or (B), or 


(D) any agreement relating to a share described 
in clause (A) or (B) made after October 23, 
1979, 


the owner thereof could at any particular time after 
November 16, 1978 require, either alone or together 
with one or more taxpayers, the redemption, acquisi- 
tion, cancellation, conversion or reduction of the 
paid-up capital of the share otherwise than by reason 
of a failure or default under the terms or conditions 
of the share or any agreement that related to, and was 
entered into at the time of, the issuance of the share, 


(iii) in respect of a share issued before November 17, 
1978, at any particular time after November 16, 1978 
the redemption date was extended or the terms or 
conditions relating to its redemption, acquisition, 
cancellation, conversion or reduction of its paid-up 
capital were changed, or 


(iv) a share issued before November 17, 1978 or a 
share issued pursuant to an established agreement 
(other than a share issued to a corporation described 
in paragraph 112(2.1)(a) or (b)) is, at any particular 
time after October 23, 1979, acquired. (otherwise 
than pursuant to an agreement in writing made 
before October 24, 1979) from a person (other than a 
corporation described in paragraph 112(2.1)(a) or 


(b)) by a specified financial institution or by a part- » 


nership or trust of which a specified financial institu- 
tion or a person related thereto is a member or a 
beneficiary, 


the share shall, for the purposes of determining at any 
time after the particular time whether it is a term pre- 
ferred share, be deemed to have been issued at the partic- 
ular time otherwise than pursuant’to an established 
agreement; 


“Term preferred share” substituted by 1980-81-82-83, .c. 48, subsec. 
108(11), applicable after November 16, 1978, except that in its ap- 
plication to shares issued before October 24, 1979 subparagraphs 
(a)(@ii) and (111) of the definition shall be read as. follows: 


(ii) the corporation or any other person with whom it does not 
deal at arm’s length is or may be required to redeem, acquire 
or cancel, in whole or in part, the share or reduce its paid-up 
capital at any time within 10 years of the date of issue (other 
than pursuant to a requirement of the corporation to redeem, 
acquire or cancel annually not more than 5% of the issued 
and fully paid shares of that class), 


(111) the corporation or any other person is or may be required 
to provide any form of guarantee, security or similar covenant 
(including the lending of funds to or placing of amounts on 
deposit with, or on behalf of, the owner thereof or any person 
related thereto) with respect to the share, or 


“Term preferred share” formerly read: 


“Term preferred share” of a corporation means a share of a 
class of the capital stock of the corporation issued after No- 
vember 16, 1978 if 


(a) under the terms of issue thereof, any agreement relat- 
ing to the share or any modification to such terms or to 
* any such agreement, 


(i) the owner thereof may, at any time within 10 
years of the date of issue, cause the share to be re- 
deemed, acquired or cancelled or its paid-up capital 
to be reduced, 


(ii) the corporation or any other person is or may be 
required to redeem, acquire or cancel, in whole or in 
part, the share or reduce its paid-up capital at any 
time within 10 years of the date of issue (other than 
pursuant to a requirement of the corporation to re- 
deem, acquire or cancel annually not more than 5% 
of the issued and fully paid shares of that class), 


(iii) the corporation or any other person provides or 
may be required to provide any form of guarantee, 
security (including the lending of funds to or the 
placing of amounts on deposit with, or on behalf of, 
the holder thereof or any person related thereto) or 
covenant providing protection with respect to the 
share, or 


(iv) the share is convertible, directly or indirectly, 
into debt or into a share that, if issued, would be a 
term preferred share, or 


(b) the owner thereof is a corporation described in any of 
paragraphs 39(5)(b), to (f),or an insurance. corporation, a 
corporation that is controlled directly or indirectly by one 
or more corporations described in those paragraphs or a 
partnership or trust, that (either alone or together with 
one or more such corporations or.a partnership or trust) 
controls or has an absolute or contingent right to acquire 
control of the corporation, 


but does not include a share of the capital stock of a corpora- 
tion that 


(c) was issued ‘after November 16, 1978 and before 1980 
pursuant to an agreement in writing to do so made before 
November 17, 1978 (in this definition referred to as an 
“established agreement’), 


(d) was issued as a stock dividend in respect of a share of 
the capital stock of a public corporation that was not a 
term preferred share, 


(e) was issued, in the case of a corporation resident in 
Canada, for a term that may not, in any circumstances, 
exceed ten years, 


(i) as part of a proposal to or an arrangement with its 
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creditors that had been approved by a court under the 
Bankruptcy Act, 


(ii) while all or substantially all of its assets were 
under the control of a receiver, receiver-manager, se- 
questrator or trustee in bankruptcy, or 


(iii) while, by reason of financial difficulty, it or a 
corporation resident in Canada with which it does 
not deal at arm’s length was in default, or could rea- 
sonably be expected to default, on a debt obligation 
held by a person with whom the corporation was 
dealing at arm’s length and the share was issued, in 
whole or in part, directly or indirectly in exchange or 
substitution for that obligation 


and the proceeds from the issue may reasonably be re- 
garded as having been used by the corporation or a cor- 
poration with which it was not dealing at arm’s length in 
the financing of its business carried on immediately 
before the share was issued, or 


(f) was at that time a prescribed share, 
and for the purposes of this definition, 


(g) where the terms or conditions of an established agree- 
ment were amended after November 16, 1978, the agree- 
ment shall be deemed to have been made after that date, 
and 


(h) where 


(i) at any particular time the terms or conditions of a 
share issued pursuant to an established agreement or 
of any agreement relating to such a share have been 
changed, 


(ii) under the terms or conditions of a share of a class 
of the capital stock of a corporation issued before 
November 17, 1978 (other than a share that was 
listed on November 16, 1978 on a prescribed stock 
exchange in Canada), of a share issued pursuant to 
an established agreement or of any agreement relat- 
ing to any such share (other than an agreement made 
before October 23, 1979 to which the issuer, or any 
person related thereto, was not a party), the owner 
thereof could at any particular time after November 
16, 1978 require, either alone or together with one or 
more taxpayers, the redemption, acquisition, cancel- 
lation, conversion or reduction of the paid-up capital 
of the share otherwise than by reason of a failure or 
default under the terms or conditions of the share, 


(111) at any particular time after November 16, 1978, 
in respect of a share issued before November 17, 
1978, the redemption date was extended or the terms 
or conditions relating to its redemption, acquisition, 
cancellation, conversion or reduction of its paid-up 
capital by the issuer of the share were changed, or 


(iv) at any particular time after October 23, 1979, a 
share issued before November 17, 1978 or pursuant 
to an established agreement is acquired (other than 
pursuant to an agreement in writing made before Oc- 
tober 23, 1979) froma person (other than a corpora- 
tion described in any of paragraphs 112(2.1)(a) to 
(c)) by a corporation described in any of paragraphs 
112(2.1)(a) to (c) or by a partnership or trust 
the share shall, for the purposes of determining at any 
time after the particular time whether it is a term pre- 
ferred share, be deemed to have been issued after No- 
vember 16, 1978 other than pursuant to an established 
agreement; 


“Term preferred share” enacted by 1979, c. 5, subsec. 66(7). 
Regulations: 3200 (prescribed stock exchange in Canada); 6201 


Income Tax Act 


(prescribed shares). 


Interpretation Bulletins: IT-64R3: Corporations: Association 
and control — after 1988; IT-527: Distress preferred shares. 


Advance Tax Rulings: ATR-S5: Preferred shares exchangeable 
for common shares; ATR-10: Issue of term preferred shares; ATR- 
18: Term preferred shares; ATR-46: Financial difficulty. 


“termination payment’ — [Repealed under former 
Act] 


Pre-RSC History: “Termination payment” repealed by 1980-81- 
82-83, c. 140, subsec. 128(13), applicable with respect to amounts 
received in respect of any termination of an office or employment 
after November 12, 1981. (See “retiring allowance”.) “Termination 
payment” formerly read: 


“termination payment”, for a taxation year, means an amount 
equal to the lesser of 


(a) the aggregate of all amounts each of which is an amount 
received in the year in respect of a termination of an office or 
employment, whether or not received pursuant to an order or 
judgment of a competent tribunal, other than 


(i) an amount required by any provision of this Act (other 
than subparagraph 56(1)(a)(vili)) to be included in com- 
puting the income of a taxpayer for a year, 

(ii) an amount in respect of which an election has been 


made under subsection 40(1) of the Income Tax Applica- 
tion Rules, 1971, and 


(iii) an amount received in the year as a consequence of 
the death of an employee, and 


(b) the amount by which 50% of the aggregate of all amounts 
each of which is the amount that may reasonably be consid- 
ered to be the employee’s salary, wages and other remunera- 
tion from an office or employment for the 12 months preced- 
ing the date that is the earlier of 


(i) the date on which the office or employment was ter- 
minated, and 


(ii) the date on which an agreement, if any, in respect of 
the termination was entered into 


exceeds the amount determined under paragraph (a) for each 
previous year in respect of that termination 


whether the recipient is the officer or employee whose office or 
employment was terminated or a dependant, relation or legal rep- 
resentative of the officer or employee; 


“Termination payment” added by 1979, c. 5, subsec. 66(8), applica- 
ble in respect of amounts received in respect of a termination after 
November 16, 1978 of an office or employment. 


‘testamentary trust” has the meaning assigned by 
subsection 108(1); 


Related Provisions: 248(3) — Rules applicable in relation to the 
Province of Quebec. 


“timber resource property” has the meaning as- 
signed by subsection 13(21); 


Pre-RSC History: “Timber resource property” enacted by 1974- 
75, c. 26, subsec. 125(10), applicable to 1974 et seq. 


“Treasury Board” means the Treasury Board estab- 
lished by section 5 of the Financial Administration 
Act; 


“trust” has the meaning assigned by subsection 
104(1); 


Related Provisions: 108(1)— Meaning of “trust”; 146.1(1) — 
RESPs — “Meaning of trust”; 233.2(4) — Reporting requirement re 
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transfers to foreign trust; 233.6(1) — Reporting requirement re dis- 
tributions from foreign trust; 248(3)— Deemed trusts in Quebec. 


“undepreciated capital cost” to a taxpayer of de- 
preciable property of a prescribed class has the 
meaning assigned by subsection 13(21); 


Pre-RSC History: “Undepreciated capital cost” enacted by 1985, 
c. 45, subsec. 122(2). 


“unit trust’ has the mening assist by pubscctidn 
108(2); | 


“unused RRSP deduction room” of a sable dt at 
the end of a taxation year has the meaning assigned 
by subsection 146(1); 


Pre-RSC History: “Unused RRSP deduction room” added by 
1990, c. 35, subsec. 27(3), applicable after 1988. 


‘unused scientific research and experimental de- 
velopment tax credit” of a taxpayer for a taxation 
year has the meaning assigned by subsection 
27), 


“unused share-purchase tax credit” of a taxpayer 
for a taxation year has the meaning ee by sub- 
section 127.2(6); 


$1971 capital surplus. on hand’’, *‘1971 undistrib- 
uted income on hand” — [Repealed under former 
Act] | 

Pre-RSC History: “1971 capital surplus on hand” and “1971 
undistributed income on hand” repealed by’ 1977-78, c. 1, subsec. 


98(7), applicable after December 31, 1978. “1971 capital surplus on 
hand” and “1971 undistributed income on hand” formerly read: 


“1971 capital surplus on hand” has the meaning assigned by 
subsection, 89(1); 


“1971 undistributed income on hand” has AWA meaning as- 
signed by subsection 196(4). 


(2) Tax payable — In this Act, the tax payable by a 
taxpayer under any Part of this Act by or under 
which provision is made for the assessment of tax 
means the tax payable by the taxpayer as fixed by 
assessment or reassessment subject to variation on 
objection or on appeal, if any, in accordance with the 
provisions of that Part. 


Related Provisions: 117(1) — Meaning of “tax payable” for pur- 
poses of sections 117—127.4. 


(3) Rules applicable in relation to the 
Province of Quebec [deemed trusts] — For 
the purposes of the application of this Act in ‘relation 
to the Province of Quebec, 


(a) a usufruct shall be deemed to be a. trust, cre- 
ated by will where the usufruct’ was so estab- 
lished, and property subject to a usufruct shall be 
deemed to have been transferred to the trust, on 
the death of the testator and as a’ consequence 
thereof where the usufruct arises on death, and to 
be held in trust and not otherwise; 


(b) a right of use or habitation shall be deemed to 
be a trust, created by will where the right was so 
established, and property subject to such a right 
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shall be deemed to have been transferred to the 
trust, on the death of the testator and as a conse- 
quence thereof where the right arises on death, 
and to be held in trust and not otherwise; 


(c) a substitution shall be deemed to be a trust, 
created by will where the substitution was so es- 
tablished, and property subject to a substitution 
shall be deemed.to have been transferred to the 
trust, on the death of the.testator and as a conse- 
quence thereof where the substitution arises on 
death, and to be held in trust and not otherwise; 


(d) property subject. to rights and obligations 
_under an arrangement (other than a trust) that 


(i) is established by or under a written contract 
that 


(A) is governed by the laws of the Prov- 
ince of Quebec, and 


(B) provides that, for the purposes of this 
Act, the arrangement shall be considered 
to be a trust, and 


(ii) creates rights and obligations that are sub- 
stantially similar to the rights and obligations 
under a trust (determined without reference to 
this subsection), 


shall be deemed to be held in trust and not other- 
wise, and ‘such an arrangement shall be deemed 
to bea trust;. 


(e) a person who has a right (whether immediate 
or future and whether absolute or contingent) to 
receive all or any part of the income or capital in 
respect of property referred to in paragraph (a), 
(b), (c) or (d) shall be deemed to be beneficially 
interested in the trust referred to in that para- 
graph; and 

(f) property in relation to which any person has, 
at any time, 


(i) the right of ownership, 


(ii) a right as a lessee in an emphyteutic lease, 
or 


(iii) a right as a penatiniacy in a trust 


shall, notwithstanding that such property is sub- 
ject to a servitude, be deemed to be beneficially 
owned by the person at that time. 


Related. Provisions: 248(8) — Occurrences as a consequence of 
death; 248(9.1) — Trust created by taxpayer’s will; 248(25) — 
Beneficially interested. 


History: Subsec. 248(3) substituted by 1994) c. 7, Sch. IT(1991, c. 
49), subsec. 192(15), applicable 


(a) after 1990. with respect to property the ownership of which 
was acquired after 1990; 


(b) after 1990 with respect to property that became subject to a 
usufruct, a right of use or habitation, a substitution, an em- 
phyteutic lease ora trust after 1990; 


(c) after 1989 with respect to property that became subject to a 
usufruct, a right of use’ or habitation or a substitution after 1989 
and before 1991, where the persons who so acquire interests in 
the property elected jointly by notifying the Minister of Na- 
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tional Revenue in writing before 1992 [1994, c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992]; and 

(d) to 1989 et seg. with respect to property that became subject 


to an arrangement referred to in para. 248(3)(d) in the 1989 or 
any subsequent taxation year. 


Subsec. 248(3) formerly read: 


(3) References to property beneficially owned and to 
beneficial owner of property — In its application in relation 
to the Province of Quebec, a reference in this Act to any 
property that is or was beneficially owned by any person shall 
be read as including a reference to property in relation to 
which any person has or had the full ownership whether or 
not the property is or was subject to a servitude, or has or had 
a right as a usufructuary, a lessee in an emphyteutic lease, an 
institute in a substitution or a beneficiary in a trust; and a ref- 
erence in this Act to the beneficial owner of any property 
shall be read as including a reference to a person who has or 
had, accordingly as the context requires, such ownership as a 
right in relation to that property. 


Selected Cases [subsec. 248(3)]: Larose v. MNR, [1992] 2 
C.T.C. 2339 (TCC); amended [unreported] (Nov. 18, 1991), Doc. 
87-294(IT) (TCC) (Assessment in respect of sale of properties up- 
held even though court decision and other circumstances had denied 
taxpayer proceeds of sale; right to dispose of properties had been 
transferred to purchaser). 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-437R: Ownership of property (principal residence). 


(4) Interest in real property — In this Act, an in- 
terest in real property includes a leasehold interest in 
real property but does not include an interest as se- 
curity only derived by virtue of a mortgage, agree- 
ment for sale or similar obligation. 

Related Provisions: 43.1(1) — Life estates in real property. 


Pre-RSC History: Subsec. 248(4) added by 1977-78, c. 1, subsec. 
98(8), applicable after March 31, 1977. 


(5) Substituted property — For the purposes of 
this Act, other than paragraph 98(1)(a), 


(a) where a person has disposed of or exchanged 
a particular property and acquired other property 
in substitution therefor and subsequently, by one 
or more further transactions, has effected one or 
more further substitutions, the property acquired 
by any such transaction shall be deemed to have 
been substituted for the particular property; and 


(b) any share received as a stock dividend on an- 
other share of the capital stock of a corporation 
shall be deemed to be property substituted for 
that other share. 


Pre-RSC History: Subsec. 248(5) substituted by 1986, c. 6, sub- 
sec. 126(5), applicable with respect to exchanges of property made 
after November 21, 1985 and shares received as stock dividends af- 
ter November 21, 1985 other than shares received as payment of a 
stock dividend declared on or before that date. Subsec. 248(5) for- 
merly read: 


(5) Substituted property — For the purposes of this Act, 
other than paragraph 98(1)(a), where a person has disposed of 
a particular property and acquired other property in substitu- 
tion therefor and subsequently, by one or more further trans- 
actions, has effected one or more further substitutions, the 
property acquired by any such transaction shall be deemed to 


Income Tax Act 


have been substituted for the particular property. 


Subsec. 248(5) added by 1980-8 1-82-83, c. 48, subsec. 108(12), ap- 
plicable after December 11, 1979. 


Interpretation Bulletins: IT-244R3: Gifts by individuals of life 
insurance policies as charitable donations; IT-369R: Attribution of 
trust income to settlor; IT-489R: Non-arm’s length sale of shares to 
a corporation; IT-511R: Interspousal and certain other transfers and 
loans of property. 


(6) “Class” of shares issued in series — In its 
application in relation to a corporation that has is- 
sued shares of a class of its capital stock in one or 
more series, a reference in this Act to the “class” 
shall be read, with such modifications as the circum- 
stances require, as a reference to a “series of the 
class”. 

Pre-RSC History: Subsec. 248(6) amended by 1988, c. 55, sub- 
sec. 188(15), to substitute “Series of Shares” for “Presumption” as 
the heading, and to substitute “one or more series” for “two or more 
series”, applicable with respect to shares issued after 8 p.m. EDST, 
June 18, 1987 and shares deemed by the Act (as amended) to have 
been issued after that date. 


Subsec. 248(6) added by 1980-81-82-83, c. 140, subsec. 128(15), 
applicable after November 12, 1981. 


Interpretation Bulletins: IT-328R3: Losses on shares on which 
dividends have been received. 


(7) Receipt of things mailed — For the purposes 
of this Act, 


(a) anything (other than a remittance or payment 
described in paragraph (b)) sent by first class 
mail or its equivalent shall be deemed to have 
been received by the person to whom it was sent 
on the day it was mailed; and 


(b) the remittance or payment of an amount 
(i) deducted or withheld, or 
(ii) payable by a corporation, 


as required by this Act or a regulation shall be 
deemed to have been made on the day on which it 
is received by the Receiver General. 


Related Provisions: 153(1) [closing words] — Certain remit- 
tances must be made directly to a financial institution; 244(5) — 
Proof of service by mail; 244(14) — Mailing date presumed to be 
date of assessment or notice; Reg. 110 — Certain remittances must 
be made directly to a financial institution. 


Pre-RSC History: Subsec. 248(7) substituted by 1990, c. 39, 
subsec. 54(3), applicable to amounts remitted or paid after 1989. 
Subsec. 248(7) formerly read: 


(7) For the purposes of this Act, anything sent by first class 
mail or its equivalent shall be deemed to have been received 
by the person to whom it was sent on the day it was mailed 
except that the remittance of an amount deducted or withheld 
as required by this Act or a regulation made under this Act, 
shall be deemed to have been remitted on the day it was re- 
ceived by the Receiver General. 


Subsec. 248(7) substituted by 1987, c. 46, subsec. 69(3), applicable 
to anything sent after 1987, except with respect to remittances, ap- 
plicable in respect of amounts deducted or withheld after 1987. Sub- 
sec. 248(7) formerly read: 


(7) Receipt of things mailed — For the purposes of this 
Act, anything sent by mail shall be deemed to have been re- 
ceived by the recipient on the day that it was mailed. 
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Subsec. 248(7) added by 1985, c. 45, subsec. 122(5), applicable 
with respect to anything sent by mail after 1984. 


Interpretation Bulletins: IT-433R: Farming or fishing — use of 
cash method. 


(8) Occurrences as a consequence of 
death — For the purpose of this Act, 


(a) a transfer, distribution or acquisition of prop- 

erty under or as a consequence of the terms of the 
will or other testamentary instrument of a tax- 
payer or the taxpayer’s Spouse or as a conse- 
quence of the law governing the intestacy of a 
taxpayer or the taxpayer’s spouse shall be consid- 
_ered to be.a transfer, distribution or acquisition of 
the property as a consequence of the, death of the 
taxpayer or ‘the taxpayer’s spouse, as the: case 
may be; 


(b) a transfer, distribution or acquisition of prop- 
erty as a consequence of a disclaimer, release or 
surrender by a person who was a. beneficiary 
under the will or other testamentary instrument or 
on the intestacy of a taxpayer or the taxpayer’s 
spouse shall be considered. to be a transfer, distri- 
bution or acquisition of the property as a conse- 
quence of the death.of the taxpayer or the tax- 
payer’s spouse, as the case may be; and 


(c) a release or surrender by a beneficiary under 
the will or other testamentary instrument or on 
the intestacy of a taxpayer with respect to any 
property that was property of the taxpayer imme- 
diately before the taxpayer’s death shall be con- 
sidered not to be a disposition of the ib by 
the beneficiary. 

Related Provisions: 248(9) — Definitions; 248(9.1) — Whether 

ss caenled by taxpayer’s will; 252(4)(a) — Extended seats of 

“spouse”. 


Pre-RSC History: Subsec. 248(8) added by 1985, c. 45, subsec. 


122(5), applicable with respect to transfers, distributions and acqui- 
sitions occurring after 1981. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-313R2: Eligible capital property — rules where a taxpayer has 
ceased carrying on a business or has died; IT-349R3: Intergenera- 


tional transfers of farm property on death; IT-385R2: Disposition of — 


an income interest ina trust; IT-449R: Meaning of “vested indefea- 
sibly”; IT-S500R: RRSPs — death of an annuitant. 


(9) Definitions — In subsection (8), 


“disclaimer” includes a renunciation of a succession 
made under the laws of the Province of Quebec that 
is not made in favour of any person, but does not 


include any disclaimer made after the period ending » 


36 months after the death of the taxpayer unless 
written application therefor has been’ made to. the 
Minister by the taxpayer’s: legal representative 
within that period and the disclaimer 1s made within 
such longer period.as the Minister considers reasona- 
ble in the circumstances; 

History: The ‘definition “disclaimer” in subsec. 248(9) substituted 
by 1994, c. 21, subsec. 109(7),:applicable June 15, 1994. That defi- 
nition formerly read; 


“disclaimer” includes a renunciation.of a succession. made 
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under the laws ‘of the Province of Quebec that is not made in 
favour of any, person; 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


‘release or surrender’ means 


(a) a release or surrender made under the laws of 
a province (other than the Province of Quebec) 
that does not direct in any manner who is entitled 
to benefit therefrom, or 7 


“(b) a gift inter vivos made under the laws of the 
Province of Quebec of an interest in, or right to 
property of, a succession that is made to the per- 
son or persons who would have benefited if the 
donor had made a renunciation of the succession 
that was not made in favour of any person, 


and that is made within the period ending 36 months 
after the death of the taxpayer or, where written ap- 
plication therefor has been made to the Minister by 
the taxpayer’s legal representative within that period, 
within such longer period as the Minister considers 
reasonable in the circumstances. 

Pre-RSC History: Subsec. 248(9) added by 1985, c. 45, subsec. 
122(5), applicable with respect to transfers, distributions and acqui- 
sitions occurring after 1981 except’that an application that:is made 
under paragraph (b) of the definition “release or surrender” by the 
legal. representative of a taxpayer within.90 days after October 29, 
1985 shall be deemed to have been, made within the period ending 
36. months after the death of the taxpayer. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-313R2: Eligible capital property — rules where a taxpayer has 
ceased carrying on a business or has died; IT-349R3: Intergenera- 
tional transfers of farm property on death. 


(9.1). How trust created — For the. purposes of 
this Act, a trust shall be considered to be created by a 
taxpayer’s will if the trust is created 


(a) under the terms of the taxpayer’s will; or 


(b) by an order of a court in relation to the tax- 
payer’s estate made under any law of a province 
that provides for the relief or support of 
dependants. 
Related Provisions: 108(1)“testamentary trust” — Trust created 
by taxpayer’s will is a testamentary trust; 248(3) — Whether usu- 
fruct, right of use or habitation or substitution in ai deemed to 
be trust created by taxpayer’s will. 


History: Subsec. 248(9.1) added by 1994, c. 7, Sch. VIII (1993, ¢. 
24), subsec. 139(8), applicable to 1990 et seq. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


(9.2) Vested indefeasibly — For the purposes of 
this Act, property shall be deemed not to have vested 
indefeasibly 


(a) in a trust under which a taxpayer’s spouse is a 
beneficiary, where the trust is created by the will 
of the taxpayer, unless the property vested inde- 
feasibly in the trust before the death of the 
spouse; and 


(b) in an individual (other than a trust), unless the 
property vested indefeasibly in the individual 
before the death of the individual. 


Related Provisions: 248(9.1)— Whether trust created by tax- 
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payer’s will; 252(4)(a) — Extended meaning of “spouse”. 


History: Subsec. 248(9.2) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 139(8), applicable in respect of deaths occurring after 
December 20, 1991. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-449R: Meaning of “vested indefeasibly”. 


(10) Series of transactions — For the purposes 
of this Act, where there is a reference to a series of 
transactions or events, the series shall be deemed to 
include any related transactions or events completed 
in contemplation of the series. 

Pre-RSC History: Subsec. 248(10) added by 1986, c. 6, subsec. 
126(6). 


Advance Tax Rulings: ATR-56: Purification of a family farm 
corporation; ATR-57: Transfer of property for estate planning pur- 
poses; ATR-58: Divisive reorganization. 


(11) Compound interest — Interest computed at 
a prescribed rate under any of subsections 129(2.1) 
and (2.2), 131(3.1) and (3.2), 132(2.1) and (2.2), 
133(7.01) and (7.02), 159(7), 160.101), 161(1), (2) 
and (11), 164(3) to (4), 181.8(1) and (2) (as these 
two subsections read in their application to the 1991 
and earlier taxation years), 185(2), 187(2) and 
189(7), section 190.23 (as it read in its application to 
the 1991 and earlier taxation years) and subsections 
193(3), 195(3), 202(5) and 227(8.3), (9.2) and (9.3) 
of this Act and subsection 182(2) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952 (as that subsection read in its application to 
taxation years beginning before 1986) and subsec- 
tion 191(2) of that Act (as that subsection read in its 
application to the 1984 and earlier taxation years) 
shall be compounded daily and, where interest is 
computed on an amount under any of those provi- 
sions and is unpaid or unapplied on the day it would, 
but for this subsection, have ceased to be computed 
under that provision, interest at the prescribed rate 
shall be computed and compounded daily on the un- 
paid or unapplied interest from that day to the day it 
is paid or applied and shall be paid or applied as 
would be the case if interest had continued to be 
computed under that provision after that day. 


Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive. 


History: Subsec. 248(11) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 139(9), applicable to refunds paid or applied with 
respect to taxation years beginning after 1991. Subsec. (11) for- 
merly read: 


(11) Compound interest — Interest computed at a pre- 
scribed rate under any of subsections 159(7), 160.1(1), 
161(1), (2) and (11), 164(3) to (4), 181.8(1) and (2), 185(2), 
187(2) and 189(7), section 190.23, subsections 193(3), 
195(3), 202(5) and 227(8.3), (9.2) and (9.3) of this Act, sub- 
section 182(2) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it applied to taxation years 
beginning before 1987, and subsection 191(2) of that Act as it 
applied to the 1972 to 1984 taxation years shall be com- 
pounded daily and, where interest is computed on an amount 
under any of those provisions and is unpaid on the day it 
would, but for this subsection, have ceased to be computed 
under that provision, interest at the prescribed rate shall be 
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computed and compounded daily on the unpaid interest from 
that day to the day it is paid and shall be paid or credited as 
would have been the case if interest had continued to be com- 
puted under that provision after that day. 


Subsec 248(11) amended by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 192(16), to substitute the list of sections, applicable to 1990 et 
seq. That list formerly read: 


subsections 159(7), 160.1(1), 161(1), (2) and (11), 164(3) to 
(4), 181.8(1) and (2), 185(2), 187(2) and 189(7), section 
190.23, subsections 191(2), 193(3), 195(3) and 202(5), sec- 
tion 211.5 and subsections 227(8.3), (9.2) and (9.3) of this 
Act and subsection 182(2) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, 


Pre-RSC History: Subsec. 248(11) amended by 1990, c. 39, sub- 
sec. 54(4), to add “181.8(1) or (2),” “211.5”, and “‘and shall be paid 
or credited as would have been the case if interest had continued to 
be computed under that provision after that day”, deemed to have 
come into force on January 1, 1987, and interest computed in re- 
spect of a period ending before that day shall be compounded on 
and after that day, except that in applying the subsec. 


(a) in respect of periods ending before September 13, 1988, the 
reference to “227(8.3), (9.2) or (9.3)” shall be read as a refer- 
ence to “227(8) or (9)”; 

(b) in respect of periods ending on or before June 17, 1987, it 
shall be read without reference to “211.5”; and 


(c) in respect of periods in taxation years ending before July 
1989, it shall be read without reference to “181.8(1) or (2)”. 
Subsec. 248(11) amended by 1988, c. 55, subsec. 188(16), to substi- 
tute “202(5), or 227(8.3), (9.2) or (9.3)” for “202(5) or 227(8) or 
(9)”. 
Subsec. 248(11) added by 1986, c. 55, subsec. 78(4), in force Janu- 


ary 1, 1987, and interest computed in respect of a period ending 
before that day shall be compounded on and after that day. 


Regulations: 4301 (prescribed rate of interest). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(12) Identical properties — For the purposes of 
this Act, one bond, debenture, bill, note or similar 
obligation issued by a debtor is identical to another 
such obligation issued by that debtor if both are 
identical in respect of all rights (in equity or other- 
wise, either immediately or in the future and either 
absolutely or contingently) attaching thereto, except 
as regards the principal amount thereof. 

Related Provisions: 14(13), 18(12), 40(3.5), 54“superficial loss” 
[closing words] — Deemed identical properties for superficial 
loss/pregnant loss rules; 47 — Capital gains treatment of identical 
properties; 138(11.1) — Identical properties of life insurance corpo- 
ration; 206(1.5) — Identical property rule for determining foreign 


property. 
Interpretation Bulletins: IT-387R2: Meaning of “identical 
properties”. 


(13) Interests in trusts and partnerships — 
Where after November 12, 1981 a person has an in- 
terest in a trust or partnership, whether directly or in- 
directly through an interest in any other trust or part- 
nership or in any manner whatever, the person shall, 
for the purposes of the definitions “income bond”, 
‘income debenture” and “term preferred share” in 
subsection (1), paragraph (h) of the definition “taxa- 
ble preferred share” in that subsection, subsections 
84(4.2) and (4.3) and 112(2.6) and section 258, be 
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deemed to bea beneficiary of the trust or a member 
of the partnership, as the case may be. 


(14), Related corporations — For the purpose of 
paragraph (g) of the definition ‘ ‘specified . financial 


institution” in subsection (1), where i in the case of 2. 


or more corporations it can reasonably be consid- 
ered, having regard to all the circumstances, that one 
of the main reasons for the separate existence of 
those corporations in a taxation year is to limit or 
avoid the application of subsection 112(2.1) or (2.2) 
or 138(6), the 2 or more corporations shall be 
deemed to be related to each other and to each other 
corporation to! which any:such corporation is related. 
History: Subsec. 248(14) amended by 1994, c-7, Sch. IE (1991, c. 
49), subsec. 192(17), to substitute “For the purpose of” for ‘For the 
purposes of” and “can reasonably” for “may, reasonably”, and.to add 
“and to each other corporation to which any such corporation is re- 
lated”, applicable after July 13,1990. | . 

Pre-RSC History: Subsecs. 248(12), (13) and (14) added by 1988, 
c. 55, subsec. 188(17). Subsec. 248(12) applicable to taxation years 


and’ fiscal periods commencing after June 17, 1987 that end after 
1987, subsecs. (13) and:(14) applicable after June 18; 1987. 


(15) Goods and services tax — change of 
use — For the purposes of this Act, where a liabil- 
ity for the goods and services tax is incurred in re- 
spect of a change of use at any time of a property, 
the liability so incurred shall be deemed to have been 
incurred immediately after that time in renpete of the 
acquisition of the property. 


(16), Goods and services tax — input ben 
credit and rebate — For the purposes of this Act, 
other than this subsection and subsection .6(8), an 
amount claimed by a taxpayer as an input tax credit 
or rebate with respect to the goods and services tax 
in respect of a property or service shall be deemed to 
be assistance from a government in respect of the 
property or service that 1 is received by the taxpayer 


(a) where the amount was claimed by the tax- 
payer as an input tax credit in a return under Part 
IX, of the. Excise Tax Act for a reporting period 
under that Act, — 


(i) at.the time the goods and services tax in 
respect of the input tax credit was paid or be- 
came payable, if the tax was paid or became 

payable in the reporting, period, or 


(ii) if no. such tax.was paid or became payable 
in respect of the input tax credit in the report- 
ing period, at the end of the reporting period; 
or fH 


(b) where the amount was claimed as a rebate 
with respect to the goods and services tax, at the 
time the amount was received or credited. 


Related Provisions: 8(11)— GST rebate deemed not to be reim- 
bursement for employment expense purposes; 12(1)(x) — Inclusion 
in income; 12(2.2)— Deemed outlay or expense; 13(7.1) — 
Deemed capital cost of certain property; 37(1)(d) — Scientific re- 
search and experimental development; '53(2)(k) — Reduction in ad- 
justed cost base;):66.1(6)“cumulative Canadian exploration ex- 
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pense’ J — Assistance reduces CCEE; 66.2(5)“cumulative Canadian 
development expense”M — Assistance reduces CCDE; 66.4(5)‘cu- 
mulative Canadian oil and gas property expense’ I — Assistance 
reduces CCOGPE; 248(17) — Application of 248(16) to passenger 
vehicles and aircraft; 248(18) se eulea at of input tax’ 
credit. 


(17) Application of siibsee! (16) to passenger 
vehicles and aircraft — Where the input tax 
credit of a taxpayer under Part IX of the Excise Tax 
Act in respect of a passenger vehicle or aircraft is de- 
termined with reference to subséction 202(4) of the 
Excise Tax Act, subparagraphs (16)(a)G) and (11) 
shall, as they apply in LeSpett of such age be 
read as follows: 


“(i) at the beginning of the first taxation year or 

’ fiscal period of the taxpayer commencing after 

the end of the taxation year or fiscal period, as 

the case may be, in which the goods and ser- 

_ vices tax in respect‘of such property was. con- 

sidered for the purposes of determining the in- 

put tax credit to be payable, if the tax was 

considered: for the purposes of determining the 

input tax credit to have become payable in the 
reporting period, or 


(i1) if no such tax was considered for the pur- 
poses of determining the input tax-créedit to have 
become payable in the reporting period, at the 
end of the reporting period; er 


(18).Goods and services tax — repayment of 


input tax credit — For the purposes. ofthis Act, 
where an amount is added at.a particular time in de- 
termining the net tax of a taxpayer under Part IX of 
the Excise Tax Act in respect of an input tax credit 
relating to property or a service that had been previ- 
ously deducted in determining the net tax ofthe tax- 
payer, that amount shall be deemed to be assistance 
repaid at the particular time in respect of the prop- 
erty or service pursuant to a legal obligation to repay 
all or part of that assistance. 

Related Provisions: 20(1)(hh) — Deduction for repayment of 
assistance; 39(13) — Capital loss’on repayment of assistance; 


53(1)(e)Gx)(B) — Adjusted cost: base of partnership’ interest; 
127(10.7) — Investment tax credit — repayment of assistance. «; 


Pre-RSC History [subsecs. 248(15)—(18)]: Subsecs. 248(15):to 
(18) added by 1990, c. 45, subsec. 53(2), applicable after. 1990. 


(19) When property available for use — Except 
as otherwise provided, property shall be considered 
to have become available for use for the purposes of 
this Act at the time at which it has, or would have if 
it were depreciable property, become available for 
use for the purpose of subsection 13(26). 
Ralsisd Provisions; 13(27)- (31) Meaning of “available for 

*; 37(1.2), — R&D.- capital Papgndiiures: 127(11.2) — Invest- 
aie tax credit. 


History: Subsec. 248(19) added by 1994, c. 7, Sch. (1991, c. 49), 
subsec. 192(18), applicable after 1989. 


(20) Partition of property — Subject to. subsec- 
tions (21) to:(23); for the purposes of this Act,, where 
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at any time a property owned jointly by 2 or more 
persons is the subject of a partition, the following 
rules apply, notwithstanding any retroactive or de- 
claratory effect of the partition: 


(a) each such person who had an interest in the 
property immediately before that time shall be 
deemed not to have disposed at that time of that 
proportion, not exceeding 100%, of the interest 
that the fair market value of that person’s interest 
in the property immediately after that time is of 
the fair market value of that person’s interest in 
the property immediately before that time, 


(b) each such person who has an interest in the 
property immediately after that time shall be 
deemed not to have acquired at that time that pro- 
portion of the interest that the fair market value 
of that person’s interest in the property immedi- 
ately before that time is of the fair market value 
of that person’s interest in the property immedi- 
ately after that time, 


(c) each such person who had an interest in the 
property immediately before that time shall be 
deemed to have had until that time, and to have 
disposed at that time of, that proportion of the 
person’s interest to which paragraph (a) does not 
apply, 

(d) each such person who has an interest in the 
property immediately after that time shall be 
deemed not to have had before that time, and to 
have acquired at that time, that proportion of the 
person’s interest to which paragraph (b) does not 
apply, and 


(e) paragraphs (a) to (d) do not apply where the 
interest of the person is an interest in fungible 
tangible property described in that person’s 
inventory, 


and, for the purposes of this subsection, where an in- 
terest in the property is an undivided interest, the fair 
market value of the interest at any time shall be 
deemed to be equal to that proportion of the fair mar- 
ket value of the property at that time that the interest 
is of all the undivided interests in the property. 


Related Provisions: 248(21)— Subdivision of property; 
248(22) — Matrimonial regimes. 


History: Subsec. 248(20) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(18), applicable after July 13, 1990 except that the sub- 
sec. does not apply to a partition effected before 1992 


(a) pursuant to the terms of an agreement in writing entered into 
on or before that day; or 


(b) in accordance with a confirmation in writing from the De- 
partment of National Revenue or a provincial department of 
revenue as to the tax consequences of that partition, where the 
confirmation is in respect of a written request received by such 
department on or before that day. 


(21) Subdivision of property — Where a prop- 
erty that was owned jointly by 2 or more persons is 
the subject of a partition among those persons and, 
as a consequence thereof, each such person has, in 
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the property, a new interest the fair market value of 
which immediately after the partition, expressed as a 
percentage of the fair market value of all the new in- 
terests in the property immediately after the parti- 
tion, is equal to the fair market value of that person’s 
undivided interest immediately before the partition, 
expressed as a percentage of the fair market value of 
all the undivided interests in the property immedi- 
ately before the partition, 


(a) subsection (20) does not apply to the property, 
and 


(b) the new interest of each such person shall be 
deemed to be a continuation of that person’s un- 
divided interest in the. property immediately 
before the partition, 


and, for the purposes of this subsection, 


(c) subdivisions of a building or of a parcel of 
land that are established in the course of, or in 
contemplation of, a partition and that are jointly 
owned by the same persons who jointly owned 
the building or the parcel of land, or by their as- 
signee, shall be regarded as one property, and 


(d) where an interest in the property is or includes 
an undivided interest, the fair market value of the 
interest shall be determined without regard to any 
discount or premium that applies to a minority or 
majority interest in the property. 
Related Provisions: 248(20) — Partition of property; 248(21) — 
Subdivision of property. 


History: Subsec. 248(21) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(18), applicable after July 13, 1990. 


(22) Matrimonial regimes — Where at any time 
property could, as the consequence of the dissolution 
of a matrimonial regime between 2 spouses, be the 
subject of a partition, for the purposes of this Act 


(a) where that property was owned by one of the 
spouses immediately before it became subject to 
that regime and had not subsequently been dis- 
posed of before that time, it shall be deemed to be 
owned at that time by that spouse and not by the 
other spouse; and 


(b) in any other case, the property shall be 
deemed to be owned by the spouse who has the 
administration of that property at that time and 
not by the other spouse. 
Related Provisions: 248(20) — Partition of property; 248(21) — 
Subdivision of property; 248(23) — Dissolution of a matrimonial 
regime; 252(3), (4)(a) — Extended meaning of “‘spouse” and “for- 
mer spouse”. 
History: Subsec. 248(22) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(18), applicable after July 13, 1990. 


Interpretation Bulletins: IT-325R2: Property transfers after sep- 
aration, divorce and annulment; IT-437R: Ownership of property 
(principal residence); IT-511R: Interspousal and certain other trans- 
fers and loans of property. 


(23) Dissolution of a matrimonial regime — 
Where, immediately after the dissolution of a matri- 
monial regime (other than a dissolution occurring as 
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a consequence of death), the owner of a property that 
was subject to that regime is not the person, or the 
estate of the person, who is deemed by subsection 
(22) to have been the owner of the property immedi- 
ately before the dissolution, the person shall be 
deemed for the purposes of this Act to have trans- 
ferred the property to the person’s spouse immedi- 
ately before the dissolution. 


Related Provisions: 110.6(14)(g) — Related persons, etc.; 
252(3), (4)(a) — Extended meaning of “‘spouse” and “former 
spouse”’. 


HIStGHy Subsec. 248(23) substituted by 1994, c. 21, subsec. 
109(8);, applicable to dissolutions and deaths occurring after Decem- 
ber 21, 1992. That subsec. formerly read: 


(23) Dissolution of a matrimonial regime — Where. the 
owner, immediately after the dissolution of a matrimonial re- 
gime, of a property that was subject to that regime is not the 
person, or the estate of the person, who, because of subsec- 
tion (22), was the owner of the property immiediately before 
the dissolution, that person shall be deemed, for the purposes 
of this Act, to have transferred the property to that person’s 
spouse immediately before the dissolution or, if the dissolu- 
tion, occurs .as a consequence of the, death of one: of the 
spouses, immediately before the time that is immediately 
before the death. 


Subsec. 248(23) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
192(18), applicable after July 13, 1990. 


Interpretation Bulletins: IT-325R2: Property transfers after sep- 
aration, divorce and annulment; IT-437R: Ownership of property 
(principal residence); IT-511R: Interspousal and certain other trans- 
fers and loans of property. 


(23.1) Transfers after death — Where, as a con- 
sequence of the laws of a province relating to 
spouses’ interests in respect of property as a result of 
matriage, property is, after the death of a taxpayer, 


(a) transferred or distributed to a person who was 
the taxpayer’s spouse at the time of the death, or 
acquired by that person, the property shall be 
deemed to have been so transferred, distributed or 
acquired, as the case may be, as a consequence of 
the death; or 


(b) transferred or distributed to the taxpayer’s es- 
tate, or acquired by the taxpayer’s estate, the 
property shall be deemed to have been so trans- 
ferred, distributed or acquired, as the case may 
be, immediately before the time that is immedi- 
ately before the death. 


History: Subsec. 248(23.1) added by 1994, .c. 21, subsec. 109(8), 
applicable to dissolutions and deaths occurring after December 21, 
eo 


Interpretation Bulletins: IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died. 


(24) Accounting methods — For greater cer- 
tainty, it is hereby declared that, unless specifically 
required, neither the equity nor the consolidation 
method of accounting shall be used to determine any 
amount for the purposes of this Act. 


Related Provisions: 61.3(1)(b)CG) — Repetition of rule for pur- 
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poses of debt forgiveness reserve calculation. 


History: Subsec. 248(24) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(18), applicable December 17, 1991. 


(25) Beneficially interested — For the purposes 
of this Act, a person or partnership beneficially inter- 
ested in a particular trust includes any person or part- 
nership that has any right (whether immediate or fu- 
ture, whether absolute or contingent or whether 
conditional on or subject to the exercise of any dis- 
cretionary power by any person or persons) as a ben- 
eficiary under a trust to receive any of the income or 
capital of the particular trust either directly from the 
particular trust or indirectly through one or more 
other trusts. 


Related Provisions: 108(1) — “Beneficiary”; 248(3) — Rules 
applicable in relation to the Province of Quebec. 


History: Subsec. 248(25) amended by 1997, c. 25, subsec. 71(4), 
applicable after 1996. Subsec. (25) formerly read: 


(25) For the purposes of this Act, a person or partnership is 
beneficially interested in a particular trust if the person or 
partnership has any right (whether immediate or future, 
whether absolute or contingent or whether conditional on or 
subject to the exercise of any discretionary power by any per- 
son or persons) as a beneficiary under a trust to receive any of 
the income or capital of the particular trust either directly 
from the particular trust or indirectly. through one or more 
other trusts. 


Subsec. 248(25) substituted by 1994, c. 21, subsec. 109(9), applica- 


_ bleafter 1990. Subsec. (25) formerly read: 


(25) For the purposes of this Act, a person or partnership is 
beneficially interested in a trust if the person or partnership 
has any right (whether immediate or future, whether absolute 
or.contingent or whether conditional on or subject to the exer- 
cise of any discretionary power by any person or persons) to 
receive any of the income or capital of the trust either directly 
from the trust or indirectly through one or more other trusts. 


Subsec. 248(25) added by 1994, c. 7, Sch. Vill (1993, c. 24), sub- 
sec. 139(10), applicable after 1990. 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. 


(26) Debt obligations — For greater certainty, 
where at any time a person or partnership (in this 
subsection referred to as the “debtor’) becomes lia- 
ble to repay money borrowed by the debtor or be- 
comes liable to pay an amount (other than interest) 


(a) as consideration for any property acquired by 
the debtor or services rendered to the debtor, or 


(b) that is deductible in computing the debtor’s 
income, 


for the purposes of applying the provisions of this 
Act relating to the treatment of the debtor in respect 
of the liability, the liability shall be considered to be 
an obligation, issued at that time by the debtor, that 
has a principal amount at that time equal to the 
amount of the liability at that time. 

Related Provisions: 43 — Partial disposition of capital property; 
142.4(9) — Partial disposition of specified debt obligation by finan- 
cial institution. 


History: Subsec. 248(26) added by 1995, c. 21, subsec. 43(3), ap- 
plicable to taxation years that end after February 21, 1994. 
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(27) Parts of debt obligations — For greater 
certainty, 


(a) unless the context requires otherwise, an obli- 
gation issued by a debtor includes any part of a 
larger obligation that was issued by the debtor; 


(b) the principal amount of that part shall be con- 
sidered to be the portion of the principal amount 
of that larger obligation that relates to that part; 
and 


(c) the amount for which that part was issued 
shall be considered to be the portion of the 
amount for which that larger obligation was is- 
sued that relates to that part. 

Related Provisions: 43 — Partial disposition of capital property; 


142.4(9) — Partial disposition of specified debt obligation by finan- 
cial institution. 


History: Subsec. 248(27) added by 1995, c. 21, subsec. 43(3), ap- 
plicable to taxation years that end after February 21, 1994. 


(28) Limitation respecting inclusions, 
deductions and tax: credits — Unless a contrary 
intention is evident, no provision of this Act shall be 
read or construed 


(a) to require the inclusion or permit the deduc- 
tion, either directly or indirectly, in computing a 
taxpayer’s income, taxable income or taxable in- 
come earned in Canada, for a taxation year or in 
computing a taxpayer’s income or loss for a taxa- 
tion year from a particular source or from sources 
in a particular place, of any amount to the extent 
that the amount has already been directly or indi- 
rectly included or deducted, as the case may be, 
in computing such income, taxable income, taxa- 
ble income earned in Canada or loss, for the year 
or any preceding taxation year; _ 


(b) to permit the deduction, either directly or in- 
directly, in computing a taxpayer’s tax payable 
under any Part of this Act for a taxation year of 
any amount to the extent that the amount has al- 
ready been directly or indirectly deducted in 
computing such tax payable for the year or any 
preceding taxation year; or 


(c) to consider an amount to have been paid on 
account of a taxpayer’s tax payable under any 
Part of this Act for a taxation year to the extent 
that the amount has already been considered to 
have been paid on account of such tax payable 
for the year or any preceding taxation year. 


Related Provisions: 181(4), 190(2) — Similar rules for Part 1.3 
and Part VI taxes. 


History: Subsec. 248(28) added by 1996, c. 21, subsec. 60(3), ap- 
plicable to taxation years that end after July 19, 1995. 


Definitions [s. 248]: “affiliated” — 251.1; “amount” — 248(1); 
“arm’s length” — 251(1); “associated” —- 256; “bank” — Interpre- 
tation Act 35(1); “bituminous sands”, “business” — 248(1); “Can- 
ada” — 255; “Canadian-controlled private corporation” — 125(7); 
“Canadian resource property” — 66(15), 248(1); “carrying on busi- 
ness” — 253; “common share” — 248(1); “corporation” — 248(1), 
Interpretation Act 35(1); “deferred amount” — 248(1); “deferred 
profit sharing plan” — 147(1), 248(1); “disclaimer” — 248(9); 
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“employee profit sharing plan” — 144(1), 248(1); “fiscal period” — 
248(1), 249(2)(b), 249.1; “goods and services tax”, “grandfathered 
share”, “gross revenue” — 248(1); “interest in real property” — 
248(4); “lending asset” — 248(1); “life insurance policy” — 
138(12), 248(1); “marriage” — 252(4)(b); “mineral resouce”, “Min- 
ister’, “net income stabilization account”, “oil or gas well” — 
248(1); “passenger vehicle”, “person”, “principal amount”, “prop- 
erty” — 248(1); “province” —/Jnterpretation Act 35(1); “registered 
retirement savings plan” — 146(1), 248(1); “registered securities 
dealer”, “restricted financial institution” — 248(1); “related” — 
248(14), 251; “release or surrender” — 248(9); “resident in a prov- 
ince” — 250(7); “resident in Canada” — 250; “salary or wages” — 
248(1); “series of transactions” — 248(10); “specified financial in- 
stitution” — 248(1); “spouse” — 252(3), (4)(a); “supplementary un- 
employment benefit plan” — 145(1), 248(1); “tar sands” — 248(1); 
“taxable income” — 2(2); “taxation year” — 249; “testamentary 
trust” — 108(1), 248(1); “trust”? — 104(1), 248(1), (3); “writing” — 
Interpretation Act 35(1). 


249. (1) Definition of “taxation year” — For the 
purpose of this Act, a “taxation year” is 


(a) in the case of a corporation, a fiscal period, 
and 


(b) in the case of an individual, a calendar year, 


and when a taxation year is referred to by reference 
to a calendar year, the reference is to the taxation 
year or years coinciding with, or ending in, that year. 


Related Provisions: 11(2)— Reference to “taxation year’ of 
individual who carries on a business; 14(4) — Taxation year of in- 
dividual — eligible capital property rules; 20(16.2) — Taxation 
year of individual — terminal loss rules; 87(2)(a) — Deemed year- 
end and new taxation year on amalgamation; 95(1)‘‘taxation 
year” — Taxation year of foreign affiliate; .96(1)(b) — Taxation 
year of partnership; 104(23) — Testamentary trusts; 128(2)(d) — 
Deemed year-end where individual bankrupt; 128.1(1)(a) — 
Deemed year-end and new taxation year on becoming resident in 
Canada; 128.1(4)(a) — Deemed year-end and new taxation year on 
ceasing to be resident in Canada; 132.2(1)(b) — Deemed year-end 
and new taxation year on transfer of property between mutual 
funds; 144(11) — Deemed year-end on EPSP becoming DPSP; 
149(10)(a) — Taxation year of corporation becoming or ceasing to 
be exempt; 149.1(1) — Taxation year of registered charity; 249(2), 
(3) — References to “taxation year” and “fiscal period”; 249(4) 
Deemed year-end on change of control. 


Pre-RSC History: 1988, c. 55, s. 194 provides as follows: 


194. Private corporation year-end election — Notwith- 
standing subsection 249(1) of the said Act, 


(a) where a corporation that was, throughout the period 
commencing at the beginning of its last taxation year 
commencing before 1988 and ending at the end of 1987, 
a Canadian-controlled private corporation, so elects in its 
return of income under Part I of the said Act for its taxa- 
tion year that commenced before 1988 and would, but for 
this paragraph, have ended after 1987, that taxation year 
shall be deemed to have ended on December 31, 1987 
and a new taxation year of the corporation shall be 
deemed to have commenced immediately after that date; 


(b) where a corporation that was, throughout the period 
commencing at the beginning of its last taxation year 
commencing before July, 1988 and ending at the end of 
June, 1988, a private corporation other than a Canadian- 
controlled private corporation, so elects in its return of 
income under Part I of the said Act for its taxation year 
that commenced before July, 1988 and would, but for this 
paragraph, have ended after June, 1988, that taxation year 
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shall be deemed to have ended: on June 30, 1988 and a 
new taxation year of the corporation shall be deemed to 
have commenced immediately after that date; and 

‘(c) where paragraph (a) or (b) applies in respect of a cor- 
poration, it shall be deemed not to have established a fis- 
cal period on or before the date referred to in paragraph 
(a) or (b), as the case may be, for the. purposes of deter-- 
mining the corporation’s fiscal period after that date. 


Regulations: 1104(1) (taxation year of individual for capital cost 
allowance purposes). . 


Interpretation Bulletins: IT-172R: Capital cost allowance — 
Taxation year of individuals; IT-184R: Deferred cash purchase tick- 
ets issued by Canadian Wheat Board; IT-363R2: Deferred profit 
sharing plans — deductibility of employer contributions and taxa- 
tion of amounts received by a beneficiary. 


(2) References to certain taxation years and 
fiscal periods — For the purposes of this Act, 


(a) a reference to a taxation year ending in an- 
other year includes a reference to a taxation year 
ending coincidentally with that other year; and 


(b) a reference to a fiscal period ending in a taxa- 
tion year includes a reference to a fiscal period 
ending coincidentally with that year. 

Related Provisions: 249(1) — “Taxation year”. 


History: Para. 249(2)(b) amended by 1995, c. 3, s. 53, applicable to 
fiscal periods that end after 1993. Para. (b) formerly read: 


(b) a reference toa fiscal period of a partnership ending in a 
taxation year includes a reference to a fiscal period of the 
partnership ending coincidentally with that year. 


Pre-RSC History: Subsec. 249(2) substituted by 1984, c. 45, s. 
93, applicable to taxation years and fiscal periods. ending in the 
1985 and subsequent calendar years. Subsec. 249(2) formerly read: 


(2) Idem — For the purposes of this Act, a reference to a tax- 
ation year ending in another year includes a reference to a 
taxation year ending coincidentally with that other year. 


(3) Deemed year end where fiscal period 
exceeds 365 days — Notwithstanding subsection 
(1), where the fiscal period of a corporation exceeds 
365 days and by reason thereof the corporation does 
not have a taxation year that ends in a particular cal- 
endar year, for the purposes of this Act, the corpora- 
tion’s first taxation year ending. in the immediately 
following calendar year shall be deemed to end on 
the last day of the particular calendar year. 


Pre-RSC History: Subsec. 249(3) added by 1977-78, c. 32, s. 55, 
applicable to taxation years ending after 1978.. 


(4) Year end on change of control — Where at 
any time control of a corporation (other than a cor- 


poration that is a foreign affiliate of a taxpayer resi- | 


dent in Canada and that did not carry on a business 
in Canada at any time in its last taxation year begin- 
ning before that time) is acquired by a person or 
group of persons, for the purposes of this Act, 


(a) subject to paragraph (c), the taxation year of 
the corporation that would, but for this paragraph, 
have included that time shall be deemed to have 
ended immediately before that time; 


(b) a new taxation year of the corporation shall be 
deemed to have commenced at that time; 


S. 249(4) 


(c) subject to paragraph 128(1)(d), section 128.1, 
and paragraphs 142.6(1)(a) and 149(10)(a), and 
notwithstanding subsections (1) and (3), where 
the taxation year of the corporation that would, 
but for this subsection, have been its last taxation 
year that ended before that time would, but for 
this paragraph, have ended within the 7-day pe- 
riod that ended immediately before that time, that 
taxation year shall, except where control of the 
corporation was acquired by a person or group of 
persons within that period, be deemed to end im- 
mediately before that time where the corporation 
so elects in its return of income under Part I for 
that taxation year; and 


(d) for the purpose of determining the corpora- 
tion’s fiscal period after that time, the corporation 
shall be deemed not to have established a fiscal 
period before that time. 


Related Provisions: 149(10) — Exempt 
256(7)—(9) — Whether control. acquired. 


History: Para. 249(4)(c) amended by 1995, -c..21, s. 60, applicable 
after February 22, 1994. Para. (c) formerly read: 


corporations; 


(c) subject to paragraph 128(1)(d), section 128.1 and para- 
graph 149(10)(a), and notwithstanding subsections (1) and 
(3), where the taxation year of the corporation that would, but 
for this subsection, have been its last taxation year that ended 
before that time would, but for this paragraph, have ended 
within the 7-day period that ended immediately before that 
time, that taxation year shall, except where control of the cor- 
poration was acquired by a person or group of persons within 
that period, be deemed to end immediately before that time 
where the corporation so‘elects in its return of income under 
Part I for that taxation year; and 


Para. 249(4)(c) substituted by 1994, c..21, s..110, applicable after 
1992 except that, where a corporation has elected in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (see subsec. 250(5.1)), the 
amended para. applies to the time at which the corporation was first 
granted articles of continuation (or similar.constitutional docu- 
ments) in any jurisdiction. That para. formerly read: 


(c) subject to paragraphs 88.1(c), 128(1)(d) and 149(10)(a), 
and notwithstanding subsections (1) and (3), where the taxa- 
tion year of the corporation that would, but for this subsec- 
tion, have been its last. taxation year ending before that time 
and would, but for this paragraph, have ended within the 
seven day period ending immediately before that time, that 
taxation year shall, except where control of the corporation 
has been acquired by a person or group of persons within the 
seven day period ending immediately before that time, be 
deemed to end immediately before that time where the corpo- 
ration so elects in its return of income under Part I for that 
taxation year; and 


That portion of subsec. 249(4) preceding para. (a). substituted by 
1994, c. 7, Sch. IT (1991, c. 49), s. 193, applicable to acquisitions of 
control occurring after July 13, 1990. That portion formerly read: 


(4) Deemed year end where change of contro! occurs — 
Where, at any time, control of a corporation has been ac- 
quired by a person or group of persons, the following rules 
apply: 
Pre-RSC History: Subsec. 249(4) added by 1987, c. 46, s. 70, 
applicable with respect to acquisitions of control occurring after 
January 15, 1987 other than acquisitions of control occurring before 
1988 where the persons acquiring the control were obliged on that 
date to acquire the control pursuant to the terms of agreements in 
writing entered into on or before that date, except that a return of 
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income required to be filed under the Act. by a corporation for a 
taxation year that is deemed by subsection 249(4) to have ended or 
commenced, as the case may be, may be filed on or before the day 
that is 90 days after December 17, 1987. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”.: 1987, c. 
46, s. 72 reads as follows: 


72. For the purpose of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures; IT-302R3: Losses of a corpo- 
ration — the effect that acquisitions of control, amalgamations, and 
windings-up have on their deductibility — after January 15, 1987. 


1.T. Technical News: No. 7 (control by a group — 50/50 


alrangement). 
Definitions [s. 249]: “acquired” — 256(7)-(9); “business” — 
248(1)“business”; “Canada” — 255; “carry on business in Can- 


ada” — 253; “control” — 256(7)—(9); “corporation” — 248(1);, 
“fiscal period” — 248(1), 249(2)(b), 249.1; “foreign affiliate” 
95(1), 248(1); “individual”, “person” — 248(1); “taxation year” — 
249. 


249.1 (1) Definition of “fiscal period” — For the 
purposes of this Act, a “fiscal period” of a business 
or a property of a person or partnership means the 
period for which the person’s or partnership’s ac- 
counts in respect of the business or property are 
made up for purposes of assessment under this Act, 
but no fiscal period may end 


(a) in the case of a corporation, more than 53 
weeks after the period began, 


(b) in the case of 


(i) an individual (other than a testamentary 
trust or an individual to whom section 149 or 
149.1 applies), 


(i1) a partnership of which 


(A) an individual (other than a testamen- 
tary trust or an individual to whom section 
149 or 149.1 applies), 


(B) a professional corporation, or 


(C) a partnership to which this subpara- 
graph applies, 
would, if the fiscal period ended at the end of the 
calendar year in which the period began, be a 
member of the partnership in the period, or 


(iii) a professional corporation that would, if 
the fiscal period ended at the end of the calen- 
dar year in which the period began, be in the 
period a member of a partnership to which 
subparagraph (ii) applies, 
after the end of the calendar year in which the pe- 
riod began unless, in the case of a business, the 
business is not carried on in Canada or is a pre- 
scribed business, and 
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(c) in any other case, more than 12 months after 
the period began, 


and, for the purpose of this subsection, the activities 
of a person to whom section 149 or 149.1 applies are 
deemed to be a business. 

Related Provisions: 25(1) — Optional continuation of year-end 
after disposing of business; 34.2 — Reserve in respect of 1995 stub 
period income; 96(1.1) — Allocation of share of income to retiring 
partner; 99(2) — Optional continuation of original year-end of part- 
nership that ceases to exist; 249.1(2), (3) — Interpretation; 249.1(4), 
(5) — Election for non-calendar year-end. 


I.T. Technical News: No. 8 (bankrupt corporation — change of 
fiscal period). 


(2) Not a member of a partnership — For the 
purpose of subparagraph (1)(b)(ii) and subsection 
(4), a person or partnership that would not have a 
share of any income or loss of a partnership for a 
fiscal period of the partnership, if the period ended at 
the end of the calendar year in which the period be- 
gan, is deemed not to be a member of the partnership 
in that fiscal period. 


(3) Subsequent fiscal periods — Where a fiscal 
period of a business or a property of a person or part- 
nership ends at any time, the subsequent fiscal pe- 
riod, if any, of the business or property of the person 
or partnership is deemed to begin immediately after 
that time. 


(4) Alternative method — Paragraph (1)(b) does 
not apply to a fiscal period of a business carried on, 
throughout the period of time that began at the be- 
ginning of the fiscal period and ended at the end of 
the calendar year in which the fiscal period began, 


(a) by an individual (otherwise than as a member 
of a partnership), or 


(b) by an individual as a member of a partnership, 
where throughout that period 


(1) each member of the partnership is an indi- 
vidual, and 


(ii) the partnership is not a member of another 
partnership, 


where 
(c) in the case of an individual 
(1) who is referred to in paragraph (a), or 


(ii) who is a member of a partnership no 
member of which is a testamentary trust, 


an election in prescribed form to have paragraph 
(1)(b) not apply is filed with the Minister by the 
individual on or before the individual’s filing-due 
date, and with the individual’s return of income 
under Part I, for the taxation year that includes 
the first day of the first fiscal period of the busi- 
ness that begins after 1994, and 


(d) in the case of an individual who is a member 
of a partnership a member of which is a testa- 
mentary trust, an election in prescribed form to 
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have paragraph (1)(b) not apply is filed with the 

Minister by the individual on or before the earli- 

est of the filing-due dates of the members of the 

partnership for a taxation year that includes the 

first day of the first fiscal period of the business 

that begins after 1994. | 
Related Provisions: 34.1(1) — Additional income acini 
where election made; 96(1.1)-— Allocation of share of income to 
retiring. partner; 96(3)— Election by members of partnership; 
249.1(5) — Alternative method not applicable to tax, shelter, 
249.1(6) — Revocation of election. 


(5) Alternative method not applicable to tax 
shelter — Subsection (4) does not apply to a partic- 
ular fiscal period of a business where, in a preceding 
fiscal period or throughout the period of time that 
began at the beginning of the particular period and 
ended at the end of the calendar year in which the 
particular period began, the expenditures made in the 
course of carrying on the business were primarily the 
cost or capital cost of tax shelters (within the mean- 
ing assigned by subsection 237.1(1)). 


(6) Revocation of election — Subsection (4) 
does not apply to fiscal periods of a business carried 
on by an individual that begin after the beginning of 
a particular taxation year of the individual where 


(a) an election in prescribed form to revoke an 
election filed under subsection (4) in respect of 
the business is filed with the Minister; and 


(b) the election to revoke is filed 
(i) in the case of an individual 


(A) who is not a member of a partnership, 
or 


(B) who is a member of a partnership no 
member of which is a testamentary trust, 


| by the individual on or before the individual’s fil- 
ing- -due date, and with the individual’s return of 
income under Part I, for the particular taxation 


S. 250(1)(d.1) 


year, and 


(ii) in [the] case of an individual who is a 
member of a partnership a member of which 
is a testamentary trust, by the individual on or 
before the earliest of the filing-due dates of 
the members of the partnership for a taxation 
year that includes the first day of the first fis- 
cal period of the business that begins after the 
beginning of the particular year. 

Related Provisions: 96(3) — Election by members of 

partnership. 


(7) Change of fiscal Seilod — No change in the 
time when a fiscal period ends may be made for the 
purposes of this Act without the concurrence of the 
Minister. 

Related Provisions: 87(2)(.91), (qq) — Change in fiscal period 
after amalgamation; 149(10)(a) — Change in fiscal period on be- 
coming or ceasing to be exempt; 249(4)(d) — Change in fiscal pe- 
riod allowed after change in control of corporation. 


History: S. 249.1 added by 1996, c. 21, s. 61, applicable to fiscal 
periods that begin after 1994. 


Definitions [s. 249.1]: “business” — 248(1); “Canada” — 255, 
“carried on in Canada” — 253; “corporation” — 248(1), Interpreta- 
tion Act 35(1); “filing-due date” — 150(1), 248(1); “individual” — 
248(1); “member” — of partnership 249.1(2); “Minister” — 248(1); 
“person”, “prescribed”, “professional corporation’, “property” — 
248(1); “testamentary trust” — 108(1), 248(1). 


250. (1) Person deemed resident — For the pur- 
poses of this Act, a person shall, subject to subsec- 


tion (2), be deemed to have been resident in Canada 


throughout a taxation year if the person 


(a) sojourned in Canada in the year for a period 
of, or periods the total of which is, 183 days or 
more; 


(b) was, at any time in the year, a member of the 
Canadian Forces; 


(c) was, at any time in the year, 


(i) an ambassador, minister, high commis- 
sioner, officer or servant of Canada, or 


(ii) an agent-general, officer or servant of a 
province, 


and was resident in Canada immediately prior to 
appointment or employment by Canada or the 
province or received representation allowances in 
respect of the year; 


(d) performed services, at any time in the year, in 
a country other than Canada under a prescribed 
international development assistance program of 
the Government of Canada and was resident in 
Canada at any time in the 3 month period preced- 
ing the day on which those services commenced; 


(d.1) was, at any time in the year, a member of 
the overseas Canadian Forces school staff who 
filed his or her return for the year on the basis 
that the person was resident in Canada through- 
out the period during which the person was such 
a member; 
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(e) was resident in Canada in any previous year 
and. was, at any time in the year, the spouse of a 
person described in paragraph (b), (c), (d) or (d.1) 
living with that person; or 


(f) was at any time inthe year a child of, and de- 
pendent for support on, an individual to whom 
paragraph (b), (c), (d) or (d.1) applies and the 
person’s income for the year did not exceed the 
amount used for the year under paragraph (c) of 
the description of B in subsection 118(1). 


Related Provisions: 6(1)(b)(ii), Gii)— No tax on certain al- 
lowances to deemed residents;, 64.1 — Application to deemed resi- 
dent; 94(1)(c)(i) — Offshore trust deemed resident in Canada; 
115(2) — Certain persons deemed employed in Canada; 
118.5(2) — Tuition credit — application to deemed residents; 
214(13)(a) — Regulations deeming person resident in Canada for 
purposes of Part XII; 250(3) — “Resident” includes ordinarily resi- 
dent; 252(4) — Extended meaning of “spouse”; Canada-U.S. tax 
treaty, Art. ['V:5 — Residence of government employee working in 
the other country. 


History: Para. 250(1)(f) substituted by 1994, c. 21, subsec. 111(1), 
applicable to 1993 et seg. That subsec. formerly read: 


(f) was at any time in the year a child of:an individual de- 
scribed in paragraph (b), (c), (d) or (d.1) and the person’s in- 
come for the year did not exceed the amount used under para- 
graph (c) of the description of B in subsection 118(1) for the 
year. 


Para. 250(1)(f) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 
22, applicable to 1993 et seg. Para. (f) formerly read: 


ie) 


(f) was at any time in the year a child of.a person described in 
paragraph (b), (c), (d) or (d.1) and a dependant, as described 
in paragraph 118(1)(d), of that person. 


Pre-RSC History: Para. 250(1)(f) substituted by 1988,.c. 55, sub- 
sec. 189(1), applicable to 1988. et seg. Para. 250(1)(f) formerly read: 


(f) he was, at any time in the year, a child described in para- 
graph 109(1)(d) of a person described in paragraph (b), (c), 
(d) or (d.1). 


Para. 250(1)(d.1) added, paras. 250(1)(e), (f) substituted” by 1980- 
81-82-83, c. 48, subsec. 109(1), to add “or (d.1)’ in “paras. 
250(1)(e), (f), applicable to 1980 et seg. 


Selected Cases [subsec. 250(1)]: Naud v. MNR, [1993] 1 
C.T.C. 2008 (TCC) (Provision which deems foreign taxpayer resi- 
dent in Canada under certain circumstances does not preclude such 
taxpayer being resident in a given province; Minister not required to 
reimburse source deductions under Quebec Act); Griffiths v. The 
Queen, [1978] C.T.C. 372 (FCTD) (Retaining investments and boat 
registration in Canada not incompatible with severing Canadian res- 
idential ties); Strachan vy. The Queen, [1973] C.T.C. 416 (FCTD) 
(Crown employee resident between 1963 and 1971 remained-resi- 
dent after transfer to India). 


Regulations: 3400 (prescribed international development. assis- 
tance program, for 250(1)(d)). 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission. Order, P.C. 1989-1204 (remission to certain individuals 
linked with Quebec but not resident in a province on the last day of 
the year). 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations; IT-106R2: Crown, corporation em- 
ployees abroad; IT-178R3: Moving expenses; IT-193 SR: Taxable 
income of individuals resident in Canada during part of a year (Spe- 
cial Release); IT-221R2: Determination of an individual’s residence 
status; IT-447: Residence of trust or estate; IT-451R: Deemed dis- 
position and acquisition on ceasing to be or becoming resident in 
Canada; IT-516R2: Tuition tax credit. 


Income Tax Act 


Forms: NR71: Determination of residency for spouses and depen- 
dent children; NR72: Determination of residency for, employees 
posted abroad; NR73: Determination of residency status. (leaving 
Canada); NR74: Determination of residency status (entering 
Canada). 


(2) Idem — Where at any time in a taxation year a 
person described in paragraph (1)(b), (c) or (d) 
ceases to be a person so described, or a person de- 
scribed in paragraph (1)(d.1) ceases to be a member 
of the overseas Canadian Forces school staff, that 
person shall be deemed to have been resident in Can- 
ada throughout the part of the. year preceding that 
time and the spouse and child of that person who by 
reason of paragraph (1)(e) or (f) would, but for this 
subsection, be deemed to have been resident in Can- 
ada throughout the year shall be deemed to have 
been resident in Canada throughout that part of the 
year. 

Pre-RSC History: Subsec. 250(2) substituted by 1988, c. 55, 


subsec. 189(2), applicable to 1988 et seg. Subsec. 250(2) formerly 
read: 


(2) Idem — Where, at any time in a taxation year, a person 
described in paragraph (1)(b), (c) or (d) ceases to be a person 

_ so described or a:person described in: paragraph (1)(d.1). 
ceases to be a member of the overseas Canadian Forces 
school staff, he shall be deemed to have been resident in Can- 
ada during the part of the year preceding that time and his 
spouse and child who by virtue of paragraph (1)(e) or (f) 
would, but for this subsection, be deemed to have been resi- 
dent in Canada throughout the year, shall be deemed to have 

- been resident in Canada during that part of the year. 


Subsec. 250(2) substituted by 1980-81-82-83, c. 48, subsec. 109(2), 
applicable to 1980 et seq. Subsec. (2) formerly read: 


(2) Where at any time in a taxation year a person described 
by paragraph (1)(b), (c) or (d) ceases to be a person so de- 
scribed, he shall be deemed to have been resident in Canada 
during the part of the year preceding that time and his spouse 
and child who by virtue of paragraph (1)(e) or (f) would, but 
for this subsection, be deemed to have been resident in Can- 
ada throughout the year, shall be deemed to have been resi- 
dent in Canada during that part of the year. 


Interpretation Bulletins: IT-193 SR: Taxable income of individ- 
uals resident in Canada during part of a year (Special Release). 


(3) Ordinarily resident — In this Act, areference 
to a person resident in Canada includes.a person who 
was at the relevant time ordinarily resident: in 
Canada. 


Selected Cases [subsec. 250(3)]: Erikson v. The Queen, 
[1975] C.T.C. 624 (FCTD) (Resident between 1958. and 1969 broke 
residential ties in 1970 despite keeping assets in Canada and re- 
turning during summer to visit children living with ex-wife); The 
Queen v. Reeder, [1975] C.T.C. 256: (FCTD) (Resident and em- 
ployee of Canadian subsidiary of foreign company abroad 246 days 
for training remained resident); Schujahn v. MNR, [1962] C.T.C. 
364 (Exch) (Intention not relevant; residence is question of fact). 


Interpretation Bulletins: IT-193 SR: Taxable income of individ- 
uals resident in Canada during part.of a year (Special Release); IT- 
221R2: Determination of a resident’s status. 


(4) Corporation deemed resident — For the 
purposes of this Act, a corporation shall be deemed 
to have been resident in Canada throughout a taxa- 
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tion year if 
(a) in the case of a corporation incorporated after 
April 26, 1965; it was incorporated in Canada; 


(b) in the case of a corporation that — 
(i) was incorporated before April 9, 1959, 


(ii) was, on June 18, 1971, a foreign business 
corporation (within the meaning of section 71 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in 
‘its application to the 1971 taxation year) that 
was controlled by a corporation resident in 
Canada, 


(iii) throughout the 10 year period ending on 
June 18, 1971, carried on business in any one 
particular country other than Canada, and 


(iv) during the period referred to in subpara- 
eraph (iti), paid dividends to its shareholders 
resident in Canada on which its shareholders 
paid tax to the government of the country re- 
ferred to in that subparagraph, 


it was incorporated in Canada and, at any time in 
the taxation year or at any time in any preceding 
taxation year commencing after 1971, it was resi- 
dent in Canada or carried on business in Canada; 
and 


(c) in the case of a corporation incorporated 
before April 27, 1965 (other than a corporation to 
which subparagraphs (b)(i) to (iv) apply), it was 
incorporated in Canada and, at any time in the 
taxation year or at any time in any preceding tax- 
ation year of the corporation ending after April 
26, 1965, it was resident in Canada or carried on 
_ business in Canada. 
Related Provisions: 128.2 — Predecessor corporations take on 
residence status of amalgamated corporation; 214(13)(a) — Regula- 
tions deeming person resident in Canada for purposes of Part XIII; 
250(5) — Corporation deemed not resident; 250(5.1) — Continu- 
ance outside Canada. 
Selected Cases [subsec. 250(4)]: The Queen v. Gurd’s Prod- 
ucts Co. Ltd., [1985] 2 C.T.C. 85 (FCA); leave to appeal to SCC 
refused (sub nom. Gurd’s Products Co. v. MNR) (1985), 64 NR 156 
(note) (Canadian subsidiary through which U.S. parent conducted 
business with Iraq held carrying on business in Canada and deemed 
resident); Birmount Holdings Ltd. v. The Queen, [1978] C.T.C. 358 
(FCA) (Company carrying on business in Canada where acquisition 
and disposition of real estate held adventure in nature of trade). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


(5) Corporation deemed not resident — Not- 
withstanding subsection (4), for the purposes of this 
Act, a corporation, other than a prescribed corpora- 
tion, shall be deemed to be not resident in Canada at 
any time if, by virtue of an agreement or convention 
between the Government of Canada and the govern- 
ment of another country that has the force of law in 
Canada, it would at that time, if it had income from a 
source outside Canada, not be subject to tax on that 


S. 250(5.1)' 


income under Part I. 


Related Provisions: 128.1(4) — Corporation becoming non-resi- 
dent; 219.1:— Tax payable when corporation becomes non-resident 


Pre-RSC History: Subsec. 250(5) added: by 1985, c. 45, s..123, 
applicable 


(a) for the purposes of computing the income, taxable income 
earned in Canada and tax payable under Parts I and XIV by a 
corporation deemed to be not resident in Canada by virtue of 
subsection 250(5), for taxation years commencing after May 9, 
1985; 


(b) for the purposes of section 69, with respect to transactions 
or events occurring after May.9, 1985; 


(c) for the purposes of Part XIII, with respect to amounts paid 
or credited to any such corporation after May 9, 1985; and 


(d) for other purposes of the Act, after May 9, 1985. 
Regulations: No prescribed corporations to date. 


Interpretation Bulletins: IT-137R3: Additional tax on certain 
corporations carrying on business in Canada. 


(5.1) Continued corporation — Where a corpo- 
ration is at any time (in this subsection referred to as 
the “time of continuation”) granted articles of con- 
tinuance (or similar constitutional documents) in a 
particular jurisdiction, the corporation shall 


(a) for the purposes of applying this Act (other 
than subsection (4)) in respect of all times from 
the time of continuation until the time, 1f any, of 
continuation in a different jurisdiction, be 
deemed to-have been incorporated in the particu- 
lar jurisdiction and not to have been incorporated 
in any other jurisdiction; and 
(b) for the purpose of applying subsection (4) in 
‘respect of all times from the time of continuation 
until the time, if any, of continuation in a differ- 
ent jurisdiction, be deemed to have been incorpo- 
rated in the particular jurisdiction at the time of 
continuation and not to have been | in 
any other jurisdiction. | 

Related Provisions: 54“superficial loss’(c) — Non-application 

of superficial loss rule where corporation has elected for 250(5.1) to 

apply before 1993; 88.1 — Repeal of 88.1 before 1993-where cor- 


poration so elects; Canada-U.S. tax treaty Art. 1V:3 — Continuation 
in other jurisdictions. 


History: Subsec. 250(5.1) added by 1994, c. 21, ao 111(2), 
applicable to 


(a) a corporation that was at any time before 1993 granted arti- 
cles of continuance or similar constitutional documents in a ju- 
risdiction and that elects, by notifying Revenue Canada in writ- 
ing before the end of December 1994, to have subsec. 250(5.1) 
apply to those articles or other documents, from the time at 
which the corporation was granted those articles or other docu- 
ments, and 


(b) a corporation with respect to articles of continuance or simi- 
lar constitutional documents granted after 1992, except where 


(i) the articles or other documents were granted before July 
1994, 


(ii) arrangements, evidenced in writing, for obtaining the 
articles or other documents were substantially advanced 
before December 21, 1992, and 


(iii) the corporation elects, by notifying Revenue Canada in 
writing before the end of December 1994, to have subsec. 
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250(5.1) not apply, 


and, notwithstanding subsections 152(4) to (5), such assessments 
and determinations in respect of any taxation year shall be made as 
are necessary to give effect to elections made under paragraph (a). 


Interpretation Bulletins: IT-137R3: Additional tax on. certain 
corporations carrying on business in Canada. 


(6) Residence of international shipping cor- 
poration — For the purposes of this Act, a corpora- 
tion that was incorporated or otherwise formed under 
the laws of a country other than Canada or of a state, 
province or other political subdivision of such a 
country shall be deemed to be resident in that coun- 
try throughout a taxation year and not to be resident 
in Canada at any time in the year, where 


(a) the corporation’s principal business in the 
year consists of the operation of ships that are 
used primarily in transporting passengers or 
goods in international traffic (determined on the 
assumption that the corporation is non-resident 
and that, except where paragraph (c) of the defi- 
nition “international traffic” in subsection 248(1) 
applies, any port or other place on the Great 
Lakes or St. Lawrence River is in Canada); 


(b) all or substantially all of the corporation’s 
gross revenue for the year is from the operation 
of ships in transporting passengers or goods in 
such international traffic; and 


(c) the corporation was not granted articles of 
continuance-in Canada before the end of the year. 


Related Provisions: 81(1)(c)— Amounts not included in in- 
come — ship or aircraft of non-residents; Canada-U.S. tax treaty, 
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Art. VIII — International shipping. 


History: Subsec. 250(6) added by 1994, c. 7, Sch. II (1991, c. 49), 
s.. 194, applicable to taxation years commencing after February 
1991. 


(7) Residence of a mining reclamation 
trust — For the purposes of this Act, where a trust 
resident in Canada would be a mining reclamation 
trust at any time if it were resident at that time in the 
province in which the mine to which the trust relates 
is situated, the trust shall be deemed to be resident at 
that time in that province and in no other province. 
History: Subsec. 250(7) added by 1995, c. 3, s. 54, applicable after 
1993; =e 
Definitions [s. 250]: “business” — 248(1); “Canada” — 255; 
nee — 252(1); “corporation”, “employment”, “gross reve- 
— 248(1); “incorporated in Canada” — 248(1)“corporation in- 
ompitatedt in Canada”; “international traffic”, “mining reclamation 
trust”, “overseas Canadian Forces school staff’, “person”, “pre- 
scribed” — 248(1); “province” — Interpretation Act 35(1); “ser- 
vant” — 248(1)“employment”; “spouse” — 252(4)(a); “subsidiary 
wholly-owned corporation” — 87(1.4), 248(1); “taxation year” — 
249. 


251. (1) Arm’s length — For the purposes of this 
Act, 


(a) related persons shall be deemed not to deal 
with each other at arm’s length; and 


(b) it is a question of fact whether persons not re- 

lated to each other were at a particular time deal- 

ing with each other at arm’s length. 
Related Provisions: 55(4) — Arm’s length dealings; 55(5)(e) — 
Siblings deemed to deal at arm’s length for purposes of s. 55; 
66(17) —Non-arm’s length partnerships; 84.1(2)(b), (d) — Non- 
arm’s length sale of shares; 88(1)(d.2) — Whether parties dealing at 
arm’s length for bump of cost base of property on windup of corpo- 
ration; 95(2.1) — Whether taxpayer dealing with foreign affiliate at 
arm’s length for certain purposes; 143.2(14) — Parties deemed not 
dealing at arm’s length for tax shelter cost calculation where infor- 
mation located outside Canada; 212.1(3)(c) — Non-arm’s length 
sales of shares by non-residents; Reg. 1102(20) — Taxpayers 
deemed at arm’s length for certain purposes relating to depreciable 
property; Reg. 1204(1.2) — Whether partners and partnerships deal 
at arm’s length for purposes of resource allowance. 
Selected Cases [subsec. 251(1)]: Robson Leather Co. Ltd. v. 
MNR, [1977] C.T.C. 132 (FCA) (Sale of patent rights not at arm’s 
length where both companies indirectly controlled by same individ- 
ual); Swiss Bank Corp. v. MNR, [1972] C.T.C. 614 (SCC) (Interpo- 
sition of managing agent between payor and payee of interest did 
not create arm’s length relation). 


Interpretation Bulletins: IT-419R: Meaning of arm’s length. 
Advance Tax Rulings: ATR-58: Divisive reorganization. 


(2) Definition of “related persons” — For the 
purpose of this Act, “related persons’, or persons re- 
lated to each other, are 


(a) individuals connected by blood relationship, 
marriage or adoption; 
(b) a corporation and 


(1) a person who controls the corporation, if it 
is controlled by one person, 


(ii) a person who is a member of a related 


S..251(3.1) 


group that controls the corporation, or 


(iii) any person related to a person described 
in subparagraph (i) or (ii); and 


fe 


—_— 


any two corporations 


(i) if they are controlled by the same er or 
group of persons, 


(ii) if each of the corporations is controlled by 
one person and the person who controls one of 
the corporations is related to the pe. who 
controls the other corporation, 


(iii) if one of the corporations is controlled by 
one person and that person is related to any 
member of a related group that controls the 
other corporation, 


(iv) if one of the corporations is controlled by 
one person and that person is related to each 
member of an unrelated group: that controls 
the other corporation, 


(v) if any member of a related group that con- 
trols one of the corporations is related to each 
member of an unrelated group that controls 
the other corporation, or 


(vi) if each member of an unrelated group that 

controls one of the corporations is related to at 

least one member of an unrelated group that 

controls the other corporation: 
Related Provisions: 55(5)(e) — Siblings deemed not related for 
purposes of s. 55; 80(2)(j) — Interpretation of “related”. for debt 
forgiveness rules; 104(5.7)(b) — Designated _ contributor; 
190.15(6) — Related financial institution; 248(14) — Corporations 
deemed related for certain purposes; 251(3)— Corporations related 
through a third corporation; 251(3.1) — Amalgamated corporation 
deemed related to predecessors; 252(4)(b) — Meaning of “mar- 
riage”; Canada-U.S. tax treaty, Art. [X:2 — Meaning of “related” 
for treaty purposes. 


Selected Cases [Subsec. 251(2)]: Duha Printers (Western) Ltd. 
v. Canada, [1996] 3 C.T.C. 19 (FCA) (Losses not deductible where 
control prior to amalgamation not established); The Queen v. Mars 
Finance Inc. et al., [1980] C.T.C. 216 (FCTD) (Where de jure con- 
trol established, feeus of de facto control could not be considered). 


Interpretation Bulletins: IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary; IT-419R: Meaning of arm’s 
length; IT-495R2: Child care expenses. 


(3) Corporations related through a third cor- 
poration — Where two corporations are related to 
the same corporation within the meaning of subsec- 
tion (2), they shall, for the purposes of subsections 
(1) and (2), be deemed to be related to each other. 


(3.1) Relation where amalgamation or 
merger — Where there has been an amalgamation 
or merger of two or more corporations and the new 
corporation formed as a result of the amalgamation 
or merger and any predecessor corporation would 
have been related immediately before the amalgama- 
tion or merger if the new corporation were in exis- 
tence at that time, and if the persons who were the 
shareholders of the new corporation immediately af- 
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ter the amalgamation or merger were the sharehold- 
ers of the new corporation at that time, the new cor- 
poration and any such predecessor corporation shall 
be deemed to have been related persons. 


Pre-RSC History: Subsec. 251(3.1) added by 1980-81-82-83, c. 
140, s. 129, applicable after November 12, 1981. 


Interpretation Bulletins: See list at end of s. 251. 


(4) Definitions concerning groups — In this 
Act, 


“related group” means a group of persons each 
member of which is related to every other member 
of the group; 


Pre-RSC History: Definition 
251(4)(a). 


“related group”. was para. 


“unrelated group” means a group of persons that is 
not a related group. 


Pre-RSC History: Definition 
251(4)(b). 


“unrelated Sage was para. 


(5) Control by related groups, Baits, etc. — 
For the purposes of subsection (2) and the definition 
“Canadian-controlled private corporation” in subsec- 
tion 125(7), | 


(a) where a related group is in a position to con- 
trol a corporation, it shall be deemed to be a re- 
lated group that controls the corporation whether 
or not it is part of a larger group by which the 
corporation is in fact controlled; 


(b) where a person has a right under a contract, in 
equity or otherwise, either immediately or in the 
future and either absolutely or contingently 


(i) to, or to acquire, shares of the capital stock 
of a corporation or to control the voting rights 
of such shares, the person shall, except where 
the right is not exercisable at that time be- 
cause the exercise thereof is contingent on the 
death, bankruptcy or permanent disability of 
an individual, be deemed to have the same po- 
sition in relation to the control of the corpora- 
tion as if the person owned the shares at that 


‘ Income Tax Act 


time, or 


(ii) to cause a corporation to redeem, acquire 
or cancel any shares of its capital stock owned 
by other shareholders of the corporation, the 
person shall, except where the right is not ex- 
ercisable at that time because the exercise 
thereof is contingent on the death, bankruptcy 
or permanent disability of an individual, be 
deemed to have the same position in relation 
to the control of the corporation as if the 
shares were so redeemed, acquired or can- 
celled by the corporation at that time; and 


(c) where a person owns shares in two or more 

corporations, the person shall as shareholder of 

one of the corporations be deemed to be related 
to himself, herself or itself as shareholder of each 
of the other corporations. 

Related Provisions: 110.6(14)(b) — Right under share purchase 


agreement does not trigger 251(5)(b) for purposes of capital gains 
exemption; 256(8) — Deemed acquisition of shares. 


History: Subparas. 251(5)(b)(i), (ii) substituted by 1994, c. 7, Sch. 
HT (1991, c. 49), s: 195, applicable after July 13, 1990. Subparas. 
251(5)(b)(i), (ii) formerly read: 


‘(i) to, or to acquire, shares in a corporation, or to control the 
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voting rights of shares in a corporation, the person shall, ex- 
cept where the contract provides that the right is not exercisa- 
ble until the death, bankruptcy or permanent disability of an 
individual designated therein, be deemed to have the same 
position in relation to the control of the corporation as if the 
person owned the shares, or 


(ii) to cause a corporation to redeem, acquire or cancel any 
shares of its capital stock owned by other shareholders of the 
corporation, the person shall, except where the contract pro- 
vides that the right is not exercisable until the death, bank- 
ruptcy or permanent disability of an individual designated 
therein, be deemed to have the same position in relation to the 
control of the corporation as if the shares. were redeemed, ac- 
quired or cancelled by the corporation; and 


Pre-RSC History: That portion of subsec. 251(5) preceding para. 
(c) substituted by 1988, c. 55, subsec. 190(1), applicable 


(a) for taxation years commencing after 1988, and 


(b) to the 1989 taxation year es in 1988 of a 
corporation 


(i) that was incorporated, or formed as a result of an amal- 
gamation, after February 10, 1988, 


(ii) that acquired after February 10, 1988 from a person 
with whom the corporation did not deal at arm’s length all 
or substantially all of the assets used by it in its business, or 


(iii) where that taxation year did not end on approximately 
the same calendar date in 1989 as the calendar date in 1987 
on which a 1987 taxation year, if any, of the corporation 
ended. 


That portion of subsec. 251(5) preceding para. (c) formerly read: 


(5) Control by related groups, options, etc. — For the pur- 
poses of paragraph 125(7)(b), subsection (2) and section 256, 


(a) where a related group is in a position to control a cor- 
poration, it shall be deemed to be a related group that 
controls the corporation whether or not it is part of a 
larger group by whom the va peayene is in fact 
controlled; 


(b) a person who had a right under a contract, in equity or 
- otherwise, either immediately or in the future and either 
absolutely or contingently, to, or to acquire, shares in a 
corporation, or to control the voting rights of shares ina 
corporation, shall, except where the contract provided 
that the right is not exercisable until the death of an indi- 
vidual designated therein, be deemed to have had the 
same position in relation to the control of the iene 
as if he owned the shares; and 


That portion of subsec. 251(5) preceding para. (a) substituted by 
1984, c. 45, s. 94, to add reference to para. eee applicable to 
1986 et seq. 


Selected Cases [subsec. 251(5)]: The Queen v. Lusita Hold- 
ings Ltd., [1984] C.T.C. 335 (FCA) (Power to force resignation of 
other trustee did not give co-trustee the “right to control the voting 
rights of the shares” owned by trust); Rostal Sales Agency Ltd. v. 
The Queen, [1983] C.T.C. 5 (FCTD) (Trust settlor without power to 
remove trustee had no control over shares owned by trust); Toric 
Optical Ltd. v. The Queen, [1978] C.T.C. 436 (FCTD) (For pur- 
poses of former paragraph 139(Sd)(b) [now paragraph 251(5)(b)], 
right to acquire “shareholder equity” is same as right to acquire 
shares). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-151R4: Scientific research and experimen- 
tal development expenditures; IT-243R4: Dividend refund to private 
corporations; IT-302R2: Losses of a corporation — the effect on 
their deductibility of changes in control, amalgamation and wind- 
ing-up; IT-302R3: Losses of a corporation — the effect that acquisi- 
tions of control, amalgamations, and windings-up have on their de- 
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ductibility — after January 15, 1987; IT-400: Exploration and 
development expenses — meaning of principal-business corpora- 
tion; IT-458R: Canadian-controlled private corporation. 


Advance Tax Rulings: ATR-13: Corporations not associated). 


(6) Blood relationship, etc. — For the purposes 


| of this Act, persons are connected by 


(a) blood relationship if one is the child or other 
descendant of the other or one is the brother or 
sister of the other; 


(b) marriage if one is married to the other or to a 
person who is so connected by blood relationship 
to the other; and 


(c) adoption if one has been adopted, either le- 
gally or in fact, as the child of the other or as the 
child of a person who is so connected by blood 

relationship (otherwise than as a brother or sister) 
to the other. 


Pre-RSC History: That portion of subsec. 251(6) preceding para. 
(a) substituted by 1988, c. 55, subsec. 190(2), applicable to 1988 et 
seq. That portion formerly read: 


(6) Persons related by blood relationship, etc. — For the 
purposes of this Act, other than clause 109(1)(b)Gi)(C), 


All that portion of subsec. 251(6) preceding para. (a) amended by 
1984, c. 1, s. 105, to substitute “clause 109(1)(b)(ii)(C)” for “clause 
109(1)(b)Gi)(B)”. 


All that portion of subsec. 251(6) preceding para. (a) substituted by 
1974-75-76, 2” 26:')'sh 126; to »add “other than clause 
109(1)(b)Gi)(BY”, applicable to 1972 et seq. 


Selected Cases [s. 251]: Alteco Inc. v. Canada, [1993] 2 C.T.C. 
2087 (TCC) (Holder of 51 percent of shares not in control of or 
related to corporation where composition of board of directors de- 
termined under unanimous shareholder agreement). 


Interpretation Bulletins: IT-495R2: Child care expenses. 


Definitions [s. 251]: “brother” — 252(2); “child” — 252(1); 
“corporation”, “individual” — 248(1); “marriage” — 252(4)(b); 
“married” — 252(4)(c); “person” — 248(1); “related group” — 
251(4); “share”, “shareholder” — 248(1); “sister” — 252(2); “unre- 
lated group” — 251(4). 


Interpretation Bulletins [s. 251]: IT-419R: Meaning of ° Ane 
length’. 


Information Circulars [s. 251]: 80-10R: Registered charities: 
operating a registered charity. 
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252. (1) Extended meaning of “child” — In this 
Act, words referring to a child of a taxpayer include 


(a) a person of whom the taxpayer is the natural 
parent whether the person was born within or 
outside marriage; 

(b) a person who is wholly dependent on the tax- 
payer for support and of whom the taxpayer has, 
or immediately before the person attained the age 
of 19 years had, in law or in fact, the custody and 
control; 


(c) a child of the taxpayer’s spouse; 
(d) an adopted child of the taxpayer; and 


(e) a spouse of a child of the taxpayer. 


Related Provisions: 70(10) — Extended meaning of “child” for 
certain purposes; 75.1(2) —Extended meaning of “child”; 
110.6(1) — Extended meaning of “child” for purposes of capital 
gains exemption; 252(4)(a)— Extended meaning of “spouse”. 


Pre-RSC History: Para. 252(1)(b) amended to substitute “before 
the person attained the age of 19 years had,” for “before the person 
attained the age of 21 years did have,” by 1988, c. 55, subsec. 
191(1), applicable to 1988 et seg. 


Subsec. 252(1) substituted by 1985, c. 45, s. 124, applicable to 1985 
et seg. Subsec. 252(1) formerly read: 
252. (1) Extended meaning of child — In this Act, words 
referring to a child of a taxpayer include 
(a) an illegitimate child of the taxpayer, 


(b) a person who is wholly dependent on the taxpayer for 
support and of whom the taxpayer has, or immediately 
before such person attained the age of 21 years did have, 
in law or in fact, the custody and control, 


(c) a daughter-in-law or son-in-law of the taxpayer, and 


(d) a child of the taxpayer’s spouse and, for greater cer- 
tainty, an adopted child of the taxpayer. 


Para. 252(1)(d) added by 1980-82-83, c. 48, s. 110, applicable to 
1979 et seq. 


I.T. Application Rules: 20(1.11) (extended meaning of “child” re 
disposition of depreciable property owned since before 1972); 
26(20) (extended meaning of “child” re transfer of farmland owned 
since before 1972). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
268R4: Inter vivos transfer of farm property to child; IT-349R3: In- 
tergenerational transfers of farm property on death; IT-495R2: 
Child care expenses; IT-516R2: Tuition tax credit. 


(2) Relationships — In this Act, words referring 
to 
(a) a parent of a taxpayer include a person 
(i) whose child the taxpayer is, 


(ii) whose child the taxpayer had previously 
been within the meaning of paragraph (1)(b), 
or 


(iii) who is a parent of the taxpayer’s spouse; 
(b) a brother of a taxpayer include a person who 
is 

(i) the brother of the taxpayer’s spouse, or 

(ii) the spouse of the taxpayer’s sister; 

(c) a sister of a taxpayer include a person who is 

(i) the sister of the taxpayer’s spouse, or 
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(ii) the spouse of the taxpayer’s brother; 


(d) a grandparent of a taxpayer include a person 
who is 


(i) the grandfather or grandmother of the tax- 
payer’s spouse, or 


(11) the spouse of the taxpayer’s grandfather or 
grandmother; 


(e) an aunt or great-aunt of a taxpayer include the 
spouse of the taxpayer’s uncle or great-uncle, as 
the case may be; 


(f) an uncle or great-uncle of a taxpayer include 
the spouse of the taxpayer’s aunt or great-aunt, as 
the case may be; and 


(g) a niece or nephew of a taxpayer include the 
niece or nephew, as the case may be, of the tax- 
payer’s spouse. 
Related Provisions: 252(1) — Extended meaning of “child”; 
252(4)(a) — Extended meaning of “spouse”. 


History: Subsec. 252(2) amended by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 140(1), applicable after 1992. Subsec. (2) formerly 
read: 


(2) Definitions concerning parents and other relatives — 
In this Act, words referring to a parent of a taxpayer include a 
person whose child the taxpayer is, in the taxation year in re- 
spect of which the expression is being employed, within the 
meaning of subsection (1) or whose child the taxpayer had 
previously been within the meaning of paragraph (1)(b), and 


(a) “brother” includes brother-in-law; 

(b) “grandparent” includes grandmother-in-law and 
grandfather-in-law; 

(c) “parent” includes mother-in-law and father-in-law; 
and 

(d) “sister” includes sister-in-law. 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-516R2: Tuition tax credit. 


(3) Extended meaning of “spouse” and 
“former spouse” —For the purposes of 
paragraphs 56(1)(b) and (c), section 56.1, paragraphs 
60(b), (c) and (j), section 60.1, subsections 70(6) and 
(6.1), 73(1) and (5) and 104(4), (5.1) and (5.4), the 
definition “pre-1972 spousal trust” in subsection 
108(1), subsection 146(16), subparagraph 
146.3(2)(f)(iv), paragraph 146.3(14)(b), subsections 
147.3(5) and (7) and 148(8.1) and (8.2), subpara- 
graph 210(c)(ii) and subsections 248(22) and (23), 
“spouse” and “former spouse” of a particular indi- 
vidual include another individual of the opposite sex 
who is a party to a voidable or void marriage with 
the particular individual. 

Related Provisions: 147.1(1) — RPP — Definition of spouse; 


252(4) — Extended meaning of “spouse”; Reg. 8500(5) — Rule in 
252(3) applies to Regs. 8500-8520. 


History: Subsec. 252(3) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 140(2), applicable to 1991 et seg. Subsec. (3) formerly 
read: 


(3) Extended meaning of “spouse” and “former 
spouse” — For the purposes of paragraphs 56(1)(b) and (c), 
section 56.1, paragraphs 60(b), (c) and (j), section 60.1, sub- 
sections 73(1) and 146(16), subparagraph 146,3(2)(f)(iv), par- 
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agraph 146.3(14)(b), subsections 147.3(5) and (7) and 
148(8.1) and (8.2), subparagraph 210(c)(ii) and subsections 
248(22) and (23), “spouse” and “former spouse” include a 
party to a voidable or void marriage, as the case may be. ~ 


Subsec. 252(3) substituted by 1994, c. 7, Sch. 1 (1991, c. 49), 
196, applicable after 1989. Subsec. 252(3) formerly read: 


(3). Extended. meaning. of “spouse”. and “former 
spouse” — For. the purposes of paragraphs 56(1)(b) and (c), 
- section 56.1, paragraphs 60(b), (c) and (j), section 60.1, sub- 

sections 73(1).and 146(16), subparagraph 146.3(2)(f(iv), par- 

agraph 146.3(14)(b), subsections 147.3(5) and (7) and 148(8) 

and subparagraph 210(c)(ii), “spouse” and. “former spouse” 

include a party to a voidable or void ‘marriage, as the case 
may be. : 


Pre-RSC History: Subsec. 252(3) iseaiies ni 1990s-c. 35, s. 
28, applicable after 1987 except that before 1989 the subsec. shall 
be read without reference to subsec. 147.3(5). Subsec. 252(3) for- 
merly read: 
(3) Extended meaning of “spouse” and “former 
spouse” — For the purposes of paragraphs 56(1)(b) and (c), 
60(b) and (c) and 146(16)(a), sections 56.1 and 60.1, subsec- 
tions 73(1) and 148(8), and subparagraph 210(c)(i1), “spouse” 
and “former spouse” include a party to a voidable or void 
‘marriage, as the case may be. 
Subsec. 252(3) substituted by, 1988, c. 55, subsec. 191(2), applica- 
ble after 1987. Subsec. 252(3) formerly read: 
(3) Extended. meaning of “spouse” and “former 
spouse” — For the purposes of paragraphs 56(1)(b) and (c), 
60(b) and (c) and 146(16)(a), sections 56.1 and 60.1 and sub- 
sections 73(1) and 148(8), “spouse” and “former spouse” in- 
clude a party to.a voidable or void marriage, as the case may 
be. 
Subsec. 252(3) substituted by 1984, c. 45, s. 95, to add:reference to 
subsec. 148(8), applicable to taxation years commencing after 1982. 
Subsec. 252(3) added by 1980-81-82-83, c. 140, s. 130, applicable 
after 1981. 
Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-307R3:. Spousal registered retirement savings plans; IT-325R2: 
Property transfers after separation, divorce and annulment. 


(4) Idem — In this Act, 


(a) words referring to a spouse at any time of a 
taxpayer include the person of the opposite sex 
who cohabits at that time with the taxpayer in a 
conjugal relationship and 


(i) has so cohabited with the taxpayer 
throughout a 12-month period ending before 
that time, or 


n 


(ii) i is a parent of a child of whom the taxpayer 
is a parent (otherwise than because of the ap- 
_ plication of subparagraph (2)(a)(iii)) 
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and, for the purposes of this paragraph, where at 
any time the taxpayer and the person cohabit in a 
conjugal relationship, they shall, at any particular 
time after that time, be deemed to be cohabiting 
in a conjugal relationship unless they were not 
cohabiting at the particular time for a period of at 
least 90 days that includes the ‘particular time be- 
cause of a breakdown of their conjugal 
relationship; 


(b) references to marriage shall be read as if a 
conjugal relationship between 2 individuals who 
are, because of paragraph (a), spouses of each 
other were a marriage; 


(c) provisions that apply to a person who is mar- 
ried apply to a person, who is, because of para- 
graph (a), a spouse of a taxpayer; and 


(d) provisions that apply to a person who is un- 

married do not apply to a person who is, because 

‘of paragraph (a), a spouse of a taxpayer. 
Related Provisions: 252(3) — Extended meaning of 
and “former spouse” for limited purposes. 


History: Subpara. 252(4)(a)(ii) substituted by 1994, 'c. 21,'s. 112, 
applicable after 1992. That subpara. formerly read: 


“spouse” 


(ii) is a parent: of a child of whom the taxpayer is a parent 


Subsec. 252(4) added by 1994, c. 7; Sch. VII (1993, c. 24), subsec. 
140(3), applicable after. 1992. 


Interpretation Bulletins: IT-209R: JInter-vivos gifts of capital 
property to individuals directly or through trusts; IT-305R4: Testa- 
mentary spouse trusts; IT-307R3: Spousal registered retirement sav- 
ings plans; IT-313R2: Eligible capital property — rules where a tax- 
payer has ceased carrying on a business or has died; IT-325R2: 
Property transfers after separation, divorce and annulment; IT- 
349R3:' Intergenérational transfers of farm property on death; IT- 
415R2: Deregistration of RRSPs; IT-489R: Non-arm’s length sale 
of shares to a corporation; IT-495R2: Child care expenses; IT-50OR: 
RRSPs — death of an annuitant; IT-508R: Death benefits; IT-511R: 
Interspousal and certain other transfers and loans of property; IT- 
516R2:; Tuition. tax credit; IT-517R:. Pension. tax. credit; IT-528: 
Transfers. of funds between registered plans. 

1.T. Technical News: No. 2 (meaning of “spouse” for income tax 
purposes). 

Definitions [s. 252]: “controlled directly or indirectly” — 
256(5.1); “former spouse” — 252(3); “marriage” — 252(4)(b); 
: “spouse” — 252(4)(a); “taxpayer” — 248(1). 
Interpretation Bulletins [s. 252]: IT-419R: Meaning of “arm’s 
length’. 

Information Circulars: [s.'252]:' 80-10R: Registered charities: 
operating a registered charity. 


252.1 Union [as] employer — All the structural 
units of a trade union, including each local, branch, 
national and international unit, shall be deemed to be 
a single employer and a single entity for the pur- 
poses of the provisions of this Act and the regula- 
tions relating to 


(a) pension adjustments and ‘past service pension 
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adjustments for years after 1994; 


(b) the determination of whether a pension plan 
is, in a year after 1994, a multi-employer plan or 
a specified multi-employer plan (within the 
meanings assigned by subsection 147.1(1)); 


(c) the determination of whether a contribution 
made under a plan or arrangement is a resident’s 
contribution (within the meaning assigned by 
subsection 207.6(5.1)); and 


(d) the deduction or withholding and the remit- 
tance of any amount as required by subsection 
153(1) in respect of a contribution made after 
1991 under a_= retirement compensation 
arrangement. 
Related Provisions: Reg. 6804(3) — Election by union re for- 
eign pension plan. 
History: S. 252.1 added by 1994, c. 21, s. 113, applicable after Oc- 
tober 8, 1986. 


Definitions [s. 252.1]: “amount” — 248(1); “past service pension 
adjustment” — 248(1), Reg. 8303(1); “pension adjustment” — 
248(1), Reg. 8301(1); “retirement compensation arrangement” — 
248(1). 


253. Extended meaning of “carrying on 
business” [in Canada] — For the purposes of 
this Act, where in a taxation year a person who is a 
non-resident person or a trust to which Part XII.2 ap- 
plies 
(a) produces, grows, mines, creates, manufac- 
tures, fabricates, improves, packs, preserves or 
constructs, in whole or in part, anything in Can- 
ada whether or not the person exports that thing 
without selling it before exportation, 


(b) solicits orders or offers anything for sale in 
Canada through an agent or servant, whether the 
contract or transaction is to be completed inside 
or outside Canada or partly in and partly outside 
Canada, or 


(c) disposes of 
(i) Canadian resource property, except where 
an amount in respect of the disposition is in- 


cluded under paragraph 66.2(1)(a) or 
66.4(1)(a), 


(ii) property (other than depreciable property) 
that is a timber resource property or an inter- 
est therein or option in respect thereof, or 


(iii) property (other than capital property) that 
is real property situated in Canada, including 
an interest therein or option in respect thereof, 
whether or not the property is in existence, 


the person shall be deemed, in respect of the activity 
or disposition, to have been carrying on business in 
Canada in the year. 

Related Provisions: 248(4) — Meaning of “interest in real 
property”. 


History: S. 253 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
197, applicable to 1990 et seq. except that, with respect to disposi- 
tions occurring before February 21, 1990 and dispositions occurring 
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after February 20, 1990 pursuant to agreements in writing entered 
into before February 21, 1990, s..253 shall be read without refer- 
ence to para. (c) and the expression “in respect of the activity or 
disposition”. S. 253 formerly read: 


253. Extended meaning of carrying on business — 
Where, in a taxation year, a non-resident person 


(a) produced, grew, mined,’ created, manufactured, 
fabricated, improved, packed, preserved or constructed, 
in whole or in part, anything in Canada whether or not 
the person exported that thing without selling it prior to 
exportation, or 


(b) solicited orders or offered anything for sale in Canada 
through an agent or servant whether the contract or trans- 
action was to be completed inside or outside Canada or 
partly in and partly outside Canada, : 


the person shall be deemed, for the purposes of this Act, to 
have been carrying on business in Canada in the year. 


Selected Cases [s. 253]: The Queen v. Gurd’s Products Co. 
Ltd., [1985] 2 C.T.C. 85 (FCA); leave to appeal to SCC refused (sub 
nom. Gurd’s Products Co. v.. MNR) (1985), 64 NR 156 (note) (Ca- 
nadian subsidiary through which U.S. parent conducted business 
with Iraq was carrying on business in Canada and deemed resident); 
Sudden Valley Inc. v. The Queen, [1976] C.T.C. 775 (FCA) (Cana- 
dian advertising of U.S. real estate was an invitation to treat, not an 
offer; no business carried on in Canada). 


Definitions [s. 253]: “amount”, “business” — 248(1); ‘“Can- 
ada” — 255; “Canadian resource property” — 66(15), 248(1); “‘cap- 
ital property” — 54, 248(1); “depreciable property” — 13(21), 
248(1); “interest” —in real property 248(4); “non-resident”, “per- 
son”, “property” — 248(1); “servant” — 248(1)“employment”; 
“taxation year’ — 249; “timber resource property” — 13(21), 
248(1). 


Interpretation Bulletins [s. 253]: IT-420R3: Non-residents — 
income earned in Canada. 


254. Contract under pension plan — For 
greater certainty it is hereby declared that, where a 
document has been issued or a contract entered into 
(either before, on or after September 15, 1953) pur- 
porting to create, to establish, to extinguish or to be 
in substitution for, a taxpayer’s right to an amount or 
amounts, immediately or in the future, out of or 
under a superannuation or pension fund or plan, 


(a) if the rights provided for in the document or 
contract are rights provided for by the superannu- 
ation or pension plan or are rights to a payment or 
payments out of the superannuation or pension 
fund, any payment under the document or con- 
tract is a payment out of or under the superannua- 
tion or pension fund or plan and the taxpayer 
shall be deemed not to have received, by the issu- 
ance of the document or entering into the con- 
tract, an amount out of or under the superannua- 
tion or pension fund or plan; and 


(b) if the rights created or established by the doc- 
ument or contract are not rights provided for by 
the superannuation or pension plan or a right to 
payments out of the superannuation or pension 
fund, an amount equal to the value of the rights 
created or established by the document or con- 
tract shall be deemed to have been received by 
the taxpayer out of or under the superannuation 
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or pension fund or plan when the document was 
issued or the contract was entered into. 

Related Provisions: 60(j.2)— Transfer to spousal RRSP; 
147.3(10) — Taxation of amount transferred;. 147.3(15) — Conver- 
sion of pension rights before 1997 to annuity contract commencing 
after age 69. . 
Definitions: “amount”, “taxpayer” — 248(1). 
Interpretation Bulletins: IT-499R: Superannuation or pension 
benefits. dey ang 
information Circulars: 72-13R8: Employees’ pension plans; 74- 
1R5: Form T2037— Notice of purchase of annuity with “plan” 
funds, a 


Forms: T2037:Notice of purchase of annuity with “plan” funds. 


255. “Canada” — For the purposes of this Act, 
“Canada” is hereby declared to include and to have 
always included 


(a) the sea bed and subsoil of the submarine areas 
adjacent to the .coasts,of Canada in )respect of 
which the Government of Canada or of a prov- 
ince grants a right, licence or privilege to explore 
for, drill for or take any minerals, petroleum, nat- 
ural gas or any related hydrocarbons; and 


(b) the seas and airspace:above the submarine ar- 
eas referred to in paragraph (a) in respect of any 
activities carried on in connection with the explo- 
ration for or exploitation of the minerals, petro- 
leum, natural gas or hydrocarbons referred to in 
that paragraph. , 

Related Provisions: 127(9)‘qualified property” closing words — 

“Canada” includes prescribed offshore region for certain investment 


tax credit purposes; 248(1)“corporation incorporated in Canada” — _ 


“Canada”. includes: areas before.they were, part of Canada; 250 — 
Extended meaning of “resident in Canada’; 253 — Extended mean- 
ing of “carrying on business in Canada”; Income Tax Conventions 
Interpretation Act s. 5 — Meaning of “Canada” for treaty purposes, 
Interpretation Act 8(2.1), (2.2) — Application to exclusive eco- 
nomic zone and continental shelf; Interpretation Act 35(1) — “Can- 
ada’. includes internal waters and territorial seas; Canada-U.S. tax 
treaty, Art. III:1(a) — Meaning of “Canada” for treaty purposes. 


Pre-RSC History: S. 255 substituted by 1980-81-82-83, c. 48, s. 
111. 
Definitions: “mineral” — 248(1). 


Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. 


256. (1) Associated corporations — For the 
purposes of this Act, one ‘corporation is associated 
with another in’a taxation’ year if, at any time in the 
year, jon | 
(a) one of the corporations controlled, directly or 
indirectly in any manner whatever, the other; 


(b) both of the corporations were controlled, di- 
rectly or indirectly in any manner whatever, by 
the same person or group of persons; 


(c) each of the corporations was, controlled, di- 
rectly or indirectly.in any manner whatever, by a 
person and the person who so controlled one of 
the corporations was related to the person who so 
controlled the: other, and either of those persons 
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“owned; in respect ofeach corporation, not less 
than 25% of the issued shares of any class, other 
than a specified class, of the capital stock thereof, 


(d) one of the corporations, was. controlled, di- 
rectly or indirectly in.any manner whatever, by a 
person and that person was related to each mem- 
ber of a group of persons that so controlled the 
other corporation, and that person owned, in re- 
spect of the other corporation, not less than 25% 
of the issued shares of any class, other than a 
specified class, of the capital stock thereof; or 


(e)ieach of the corporations was controlled, di- 
rectly or indirectly in any manner whatever, by a 
related group and each of the members of one of 

the related groups was related to’all of the mem- 
bers of the other related group, and one or more 
persons who were members of both related 
groups, either alone. or together, owned, in re- 
spect of each corporation, not less than. 25% of 
the issued shares. of any. class, other than a speci- 
fied class of the capital stock thereof. 


Related Provisions: 13(9.5)——Extended meaning of “‘associ- 
ated” for SR&ED. specified-employee payment limitation; 
18(2.2)-(2:4) — Associated corporations share $1,000,000 base 
level deduction; 125(2)—(4) — Associated corporations ’ share 
$200,000 income limit for small business deduction; 
126.1(8)-(11) — Associated employers share $30,000 UI premium 
tax credit; 127(10:2)-(10.4) — Associated corporations share 
$2,000,000 expenditure limit for investment tax credit; 127.1(2) — 
Associated corporations share $200,000 taxable income limit to be 
qualifying corporations for refundable investment tax credit, 
128(1)(f) — Bankrupt corporation’ deemed not associated; 
129(6) — Investment income from associated corporation’ deemed 
active business income: 157(1)(b)(i)(B) — Later final payment of 
tax where associated corporations” ‘taxable incomes do not exceed 
$200,000; 191.1(2)-(4) — Associated corporations share dividend 
allowance for Part VI.1 tax;'256(1.1) — “Specified class” defined; 
256(1.2) — Control, etc.; 256(1.5) — Person deemed related to self; 
256(5.1)—— Control in fact.” 


Pre-RSC History: Subsec. 256(1) substituted by 1988, c. 55, 
subsec. 192(1), applicable, for the purposes of determining whether 
two. or more corporations are associated with each other, 


(a) to 1989 et.seg. where 


(i) the taxation years of all such corporations commenced 
after 1988, © 


(ii) at least one of such corporations was incorporated, or 
was formed as a result of an amalgamation, after February 
10, 1988, 


(iii) at least one of such corporations acquired after Febru- 
ary 10, 1988: from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used: by it 
in its business, or 


(iv) the 1989 taxation year of at least one of such corpora- 
tions did not end on approximately the same calendar date 
in 1989 as the calendar date in 1987 on which a 1987 taxa- 
tion year, if any, of that corporation ended, and 


(b) in any other case, to 1990 ef seq. 
Subsec: (1) formerly read: 
256. (1) For the purposes of this Act one corporation is asso- 


ciated with another in a taxation year if at any time in the 
year, 


(a) one of the corporations controlled the other, 
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(b) both of the corporations were controlled by the same 
person or group of persons, 


(c) each of the corporations was controlled by one person 
and the person who controlled one of the corporations 
was related to the person who controlled the other, and 
one of those persons owned directly or indirectly, in re- 
spect of each corporation, not less than 10% of the issued 
shares of any class of the capital stock thereof, 


(d) one of the corporations was controlled by one person 
and that person was related to each member of a group of 
persons that controlled the other corporation, and that 
person or that group of persons owned directly or indi- 
rectly, in respect of each corporation, not less than 10% 
of the issued shares of any class of the capital stock 
thereof, or 


(e) each of the corporations was controlled by. a related 
group and each of the members of one of the related 
groups was related to all of the members of the other re- 
lated group, and either of the related groups owned di- 
rectly or indirectly, in respect of each corporation, not 
less than 10% of the issued shares of any class of the cap- 
ital stock thereof. 


Selected Cases [subsec. 256(1)]: Société Fonciére 
D’ Investissement, [1996] 3 C.T.C. 2537 (TCC) (Notion of de facto 
control implicit in statutory language); Holiday Luggage Mfg. Co. 
Inc. et al. v. The Queen, [1987] 1 C.T.C. 23 (FCTD) (Non-resident 
not a “corporation” for purposes of provision); The Queen v. Fast, 
B.B., & Sons Distributors Ltd.,, [1986] 1 C.T.C. 299 (FCA) (Where 
only one member of related group owned shares of two corpora- 
tions, related group, gua group, did not own shares of the corpora- 
tions); Special Risks Holdings Inc. v. The Queen, [1986] 1 C.T.C. 
201 (FCA) (Corporation not dealing at arm’s length with another 
corporation was in de facto control of the latter); The Queen v. Im- 
perial General Properties Ltd., [1985] 2 C.T.C. 299 (SCC) (Share- 
holder with only 50% of voting rights had power to wind up com- 
pany; held to control company); Rostal Sales Agency Ltd. v. The 
Queen, [1983] C.T.C. 5 (FCTD) (Trust settlor without power to re- 
move trustee had no control over shares owned by trust); Southside 
Car Market Ltd. et al. v. The Queen, [1982] C.T.C. 214 (FCTD) 
(Corporation cannot be controlled by both “the same person” and by 
a “group of persons”); Entrepdt Métropolitain de Meubles Ltée v. 
MNR, [1981] C.T.C. 425 (FCTD) (Where a group of shareholders 
holds enough shares to have right to control company, actual control 
need not be exercised for provision to apply); Imperial General 
Properties Ltd. v. The Queen, [1981] C.T.C. 331 (FCTD); aff'd (sub 
nom. The Queen v. Imperial General Properties Ltd.) [1983] C.T.C. 
27 (FCA); rev’d (sub nom. The Queen v. Imperial General Proper- 
ties Ltd.) [1985] 2 C.T.C. 299 (SCC) (Two companies not associ- 
ated where one held 50% of voting shares of the other while re- 
maining shares held by group of other shareholders); Fawcett, H.A., 
& Son Ltd. v. The Queen, [1980] C.T.C. 293 (FCA) (Where father’s 
shares inherited two days before father’s fiscal year-end, companies 
controlled by son associated with those controlled by father in taxa- 
tion year of father’s death); Regal Wholesale Ltd. v. The Queen, 
[1977] C.T.C. 202 (FCA) (Beneficial ownership of shares trans- 
ferred without registration of change); The Queen v. Alroy Indus- 
tries Ltd., [1976] C.T.C. 388 (FCTD) (Companies associated where 
one held irrevocable option to buy all shares of other); Danalan In- 
vestments Ltd. v. MNR, [1973] C.T.C. 251 (FCTD) (Three compa- 
nies associated where majority of shares of each held by individual 
and his nominees); Allied Farm Equipment Ltd. v. MNR, [1972] 
C.T.C. 619 (FCA) (Non-resident company not a “corporation” for 
purposes of provision); MNR v. Werner, Fritz, Ltd., [1972] C.T.C. 
274 (FCTD) (Shares deemed owned by a third party by virtue of an 
option to purchase shares continue to belong to potential vendor for 
purposes of associated corporations provisions until option exer- 
cised); International Iron & Metal Co. Ltd. v. MNR, (1972] C.T.C. 
242 (SCC) (De jure control sufficient for purposes of associated 
companies); Madill, S., Ltd. v. MNR, [1972] C.T.C. 47(FCTD) (De 
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jure control by group of persons where shares held indirectly); MNR 
v. Consolidated Holding Co. Ltd., [1972] C.T.C. 18 (SCC) (Compa- 
nies associated where controlling shareholders held controlling 
shares of other qua executors and trustees); Oakfield Developments 
(Toronto) Ltd. v. MNR, [1971] C.T.C. 283 (SCC) (Forty-three com- 
panies associated where group owned 50% of shares of each corpo- 
ration, resulting in group’s capacity to, inter alia, wind up compa- 
nies; factors to consider); Angelo-B.C. Distributors Ltd. v. MNR, 
[1970] C.T.C. 138 (Exch) (Absent direct evidence to contrary, 
shares presumed held for benefit of nominal owners); Donald Appli- 
cators Ltd. et al. v. MNR, [1969] C.T.C. 98 (Exch); aff'd [1971] 
C.T.C. 402 (note) (SCC) (Company controlled by and associated 
with another which held all Class B shares of former; although the 
Class B shares carried no vote for directors, they entitled holder to 
change powers of directors); Vina-Rug (Canada) Ltd. v. MNR, 
[1968] C.T.C. 1 (SCC) (Companies associated once any group of 
shareholders owns majority of shares of each). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


Advance Tax Rulings: ATR-13: Corporations not associated. 


(1.1) Definition of “specified class” — For the 
purposes of subsection (1), “specified class” means a 
class of shares of the capital stock of a corporation 
where, under the terms or conditions of the shares or 
any agreement in respect thereof, 


(a) the shares not 
exchangeable; 


are convertible or 


(b) the shares are non-voting; 


(c) the amount of each dividend payable on the 
shares is calculated as a fixed amount or by refer- 
ence to a fixed percentage of an amount equal to 
the fair market value of the consideration for 
which the shares were issued; 


(d) the annual rate of the dividend on the shares, 
expressed as a percentage of an amount equal to 
the fair market value of the consideration for 
which the shares were issued, cannot in any event 
exceed, 


(i) where the shares were issued before 1984, 
the rate of interest prescribed for the purposes 
of subsection 161(1) at the time the shares 
were issued, and 


(ii) where the shares were issued after 1983, 
the prescribed rate of interest at the time the 
shares were issued; and 


(e) the amount that any holder of the shares is en- 
titled to receive on the redemption, cancellation 
or acquisition of the shares by the corporation or 
by any person with whom the corporation does 
not deal at arm’s length cannot exceed the total of 
an amount equal to the fair market value of the 
consideration for which the shares were issued 
and the amount of any unpaid dividends thereon. 


Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self. 

History: Para. 256(1.1)(d) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 198(1), to substitute subparas. (i) and (ii) for “the pre- 
scribed rate of interest at the time the shares were issued”, applica- 
ble to 1989 et seq. 


Regulations: 4301(c) (prescribed rate of interest). 
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Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(1.2) Control, etc. — For the purposes of this sub- 
section and subsections (1), (1.1) and (1.3) to 6), 


(a) a group of persons in respect of a corporation 
means any two or more persons each of whom 
owns shares of the capital stock of the 
corporation; 3 


(b) for greater certainty,, 


(i) a corporation that is controlled by one or 
more members of a ‘particular group of per- 
sons in respect of that corporation shall be 
considered to be controlled by that group of 
persons, and 


(ii) a corporation may be controlled by a per- 
son or a particular group of persons notwith- 
standing that the corporation is also controlled 
or deemed to be controlled by another person 
or group of persons; 


(c) a corporation shall be deemed to be controlled 
by another corporation, a person or a group of 
persons at any time where 


(i) shares. of the capital stock of the corpora- 
tion having a fair market value of more than 
50% of the fair market value of all the issued 
and outstanding shares of the capital stock of 
the corporation, or 


(ii) common shares of the capital stock of the 
corporation having a fair market value of 
more than 50% of the fair market value of all 
the issued and outstanding common shares of 
the capital stock of the corporation 


are owned at that time by the other corporation, 
the person or the group of persons, as the case 
may be; 

(d) where shares of the capital stock of a corpora- 
tion are owned, or deemed by this subsection to 
be owned, at any time by another corporation (in 
this paragraph referred. to as the “holding corpo- 
ration”), those shares shall be deemed to be 
owned at that time by any shareholder of the 
holding corporation in a proportion equal to the 
proportion of all those shares that 


(i) the fair market value of the shares of the 
capital stock of the holding corporation owned 
at that time by the shareholder 


is of 
(ii) the fair market value of all the issued 


shares of the capital stock of the holding cor- 
poration outstanding at that time; 


(e) where, at any time, shares of the capital stock 
of a corporation are property of a partnership, or 
are deemed by this subsection to be owned by the 
partnership, those shares’ shall be deemed to be 
owned at that time by each member of the part- 
nership in a proportion equal to the proportion of 
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all those shares that 


(i) the member’s share of the income or loss 
of the partnership for its fiscal period that in- 
cludes that time 


Pts" Or 


(ii) the. income or loss of the partnership for 
its fiscal period that includes that time 


and for this purpose, where the income and loss 
of the partnership for its fiscal period that in- 
cludes that time are nil, that proportion shall be 
computed as if the partnership had had income 
for that period in the amount of $1,000,000; 


(f) where shares of the capital stock of a corpora- 
tion are owned, or deemed by this subsection to 
be owned, at any, time by a trust, 


(i) in the case of a testamentary trust under 
which one or more beneficiaries were entitled 
to receive all of the income of the trust that 
arose before the date of death of one or the 
last surviving of those beneficiaries (in this 
paragraph referred to as the “distribution 
date”) and no other person could, before the 
distribution date, receive or otherwise obtain 
the use of any of the income or capital of the 
trust, 


(A) where any such beneficiary’s share of 
the income or capital therefrom depends 
on the exercise by any person of, or the 
failure by any person to exercise, any dis- 
cretionary power, those shares shall be 
deemed to be owned at any time before the 
distribution date by the beneficiary, and 


(B) where clause (A) does not apply, those 
shares shall be deemed to be owned at any 
time before the distribution date by any 
such beneficiary in a proportion equal to 
the proportion of all those shares that the 

fair market value of the beneficial interest 
in the trust of the beneficiary is of the fair 
market value of the beneficial interests in 
the trust of all those beneficiaries, 


(ii) where a beneficiary’s share of the ac- 
cumulating income or capital therefrom de- 
pends on the exercise by any person of, or the 
failure by any person to exercise, any discre- 
tionary power, those shares shall be deemed to 
be owned at that time by the beneficiary, ex- 
cept where subparagraph (i) applies and that 
time is before the distribution date, 


(iii) in any case where subparagraph (11) does 
not apply, a beneficiary shall be deemed at 
that time to own the proportion of those shares 
that the fair market value of the beneficial in- 
terest in the trust of the beneficiary is of the 
fair market value of all beneficial interests in 
the trust, except where subparagraph (i) ap- 
plies and that time is before the distribution 


S. 256(1.2)(f)(iii) 


date, and, 


(iv) in the case of a trust referred to in subsec- 
tion 75(2), the person referred to in that sub- 
section from whom property of the trust or 
property for which it was substituted was di- 
rectly or indirectly received shall be deemed 
to own those shares at that time; and 


(g) in determining the fair market value of a share 
of the capital stock of a corporation, all issued 
and outstanding shares of the capital stock of the 
corporation shall be deemed to be non-voting. 


Related Provisions: 248(5) — Substituted property; 256(1.5) — 
Person deemed related to self; 256(1.6) — Exception. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(1.3) Parent deemed to own shares — Where 
at any time shares of the capital stock of a corpora- 
tion are owned by a child who is under 18 years of 
age, for the purpose of determining whether the cor- 
poration is associated at that time with any other cor- 
poration that is controlled, directly or indirectly in 
any manner whatever, by a parent of the child or by 
a group of persons of which the parent is a member, 
the shares shall be deemed to be owned at that time 
by the parent unless, having regard to all the circum- 
stances, it can reasonably be considered that the 
child manages the business and affairs of the corpo- 
ration and does so without a significant degree of in- 
fluence by the parent. 


Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self; 256(5.1) — Control in fact. 


History: Subsec. 256(1.3) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 198(2), applicable retroactively to its introduction (see 
History note to subsec. (1.6)). Subsec. (1.3) formerly read: 


(1.3) Where, at any time, shares of the capital stock of a cor- 
poration are owned by a child who is under 18 years of age, 
for the purposes of determining if the corporation is associ- 
ated at that time with any other corporation that is controlled, 
directly or indirectly in any manner whatever, by a parent of 
the child or by a group of persons of which the parent is a 
member, those shares shall be deemed to be owned at that 
time by the parent or the group, as the case may be, unless, 
having regard to all the circumstances, it may reasonably be 
considered that the child manages the business and affairs of 
the corporation and does so without a significant degree of 
influence by the parent. - 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(1.4) Options and rights — For the purpose of 
determining whether a corporation is associated with 
another corporation with which it is not otherwise 
associated, where a person or any partnership in 
which the. person has an interest has a right at any 
time under a contract, in equity or otherwise, either 
immediately or in the future and either absolutely or 
contingently, 


(a) to, or to acquire, shares of the capital stock of 
a corporation, or to control the voting rights of 
shares of the capital stock of a corporation, the 
person or partnership shall, except where the 
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right is not exercisable at that time because the 
exercise thereof is contingent on the death, bank- 
ruptcy or permanent disability of an individual, 
be deemed to own the shares at that time, and the 
shares shall be deemed to be issued and outstand- 
ing at that time; or 


(b) to cause a corporation to redeem, acquire or 
cancel any shares of its capital stock owned by 
other shareholders of a corporation, the person or 
partnership shall, except where the right is not 
exercisable at that time because the exercise 
thereof is contingent on the death, bankruptcy or 
permanent disability of an individual, be deemed 
at that time to have the same position in relation 
to control of the corporation and ownership of 
shares of its capital stock as if the shares were 


redeemed, acquired or cancelled by the 
corporation. 
Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self; 256(1.6) — Exception; 256(5.1) — Con- 
trol in fact. 


History: Subsec. 256(1.4) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 198(2), applicable retroactively to its introduction (see 
History note to subsec. (1.6)). Subsec. (1.4) formerly read: 


(1.4) Options and rights — For the purposes of determining 
if a corporation is associated at any time with any other cor- 
poration that is controlled, directly or indirectly in any man- 
ner whatever, by a person, or by a group of persons of which 
the person is a member, where the person, or any partnership 
in which the person has an interest, has a right at any time 
under contract, in equity or otherwise, either immediately or 
in the future and either absolutely or contingently, 


(a) to, or to acquire, shares of the capital stock of the cor- 
poration, or to control the voting rights of shares of the 
capital stock of the corporation, the person or partnership 
shall, except where the contract provides that the right is 
not exercisable until the death, bankruptcy or permanent 
disability of an individual designated therein, be deemed 
to own the shares at that time and the shares shall be 
deemed to be issued and outstanding at that time; or 


(b) to cause the corporation to redeem, acquire or cancel 
any shares of its capital stock owned by other sharehold- 
ers of the corporation, the person or partnership shall, ex- 
cept where the contract provides that the right is not exer- 
cisable until the death, bankruptcy or permanent 
disability of an individual designated therein, be deemed 
at that time to have had the same position in relation to 
control of the corporation and ownership of shares of its 
capital stock as if the shares were redeemed, acquired or 
cancelled by the corporation. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(1.5) Person related to himself, herself or it- 
self — For the purposes of subsections (1) to (1.4) 
and (1.6) to (5), where a person owns shares in two 
or more corporations, the person shall as shareholder 
of one of the corporations be deemed to be related to 
himself, herself or itself as shareholder of each of the 
other corporations. 


Related Provisions: 256(1.2) — Control, etc. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 
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(1.6) Exception — For the purposes. of subsection 
(1.2) and notwithstanding subsection (1.4), any share 
that is 


(a) described in paragraph (e) of the definition 
“term preferred share” in subsection 248(1) dur- 


ing the applicable time referred to in that para-. 


_ graph, or 


(bya share of a specified class within the mean- 
ing of subsection (1.1) 


shall be deemed not to have. been issued and out- 
standing and not to be owned by any shareholder and 
an amount equal to the greater of the paid-up capital 
of the share and the amount, if any, that any holder 
of the share is entitled to receive on the redemption, 
cancellation or acquisition of the share by the corpo- 
ration shall be deemed to be a liability of the 
corporation. 


Related Provisions: 256(1.2) — Control, etc.; 256( place 
son déemed related to self. 


Pre-RSC History: Subsec. 256(1.1) to (1.6) added by 1988, ¢: 55, 
subsec. 192(1), applicable, for the purposes of determining whether 
two or more corporations’ are associated with each other, 


(a) to 1989 et seq. where 


(i) the taxation years of all such corporations commenced 
after 1988, 


(ii) at least one ‘of such corporations was incorporated, or 
was formed as a result of an amalgamation, after February 
10, 1988, 


(iii) at least one of such corporations acquired after Febru- 
ary 10, 1988 from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used by it 
in its business, or 


(iv) the 1989 taxation year of at least one of such corpora- 

~ tions did not end on approximately the same calendar date 
in 1989 as the calendar date in 1987 on which a 1987 taxa- 
tion: year, if any, of that corporation ended, and . 


(b), in, anyother case, to 1990 et seq. 


(2) Corporations associated through a third 
corporation — Where two corporations 


(a) would, but for this subsection, not be associ- 
ated with each other at any time, and 


«(b) are associated, or are deemed by this subsec- 
tion to be associated, with the same corporation 
(in this subsection referred to as the “third corpo- 
ration’) at that time, 


they shall, for the purposes of this Act, be déeibeis to 


be associated with each other at that time, except 
that, for the purposes of section 125, where the third 
corporation is not a Canadian-controlled private cor- 
poration at that time or elects, in prescribed form, for 
its. taxation year that includes that time not to be as- 
sociated with either of the other two corporations, 
the third. corporation shall be deemed not to be asso- 
ciated with either of the other two corporations in 
that taxation year and its business limit for that taxa- 
tion year shall be deemed to be nil... | 


Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related. to. self. 


S..256(3)(a) 


Selected Cases [subsec. 256(2)]: Allied Farm Equipment Ltd. 


v. MNR, [1972] C.T.C. 619 (FCA) (Corporation not taxable under 
Part I not a “corporation” for purposes of provision). — 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-243R4: Dividend refund to private 
corporations. 


Advance Tax Rulings: ATR-13: Corporations not asaniated. 
Forms: T2144: Election not to be an associated corporation. 


(2.1) Anti-avoidance — For the purposes of this 
Act, where, in the case of two or more corporations, 
it may reasonably be considered that one of the main 
reasons for the separate existence of those corpora- 
tions in a taxation year is to reduce the amount of 
taxes that would otherwise be payable under this Act 
or to increase the amount of refundable investment 
tax credit under section 127.1, the two or more cor- 
porations shall be deemed to be associated with each 
other in the year. 

Pre-RSC History: Subsec. 256(2) substituted and 256(2.1) added 
by 1988, c. 55, subsec. 192(1), applicable, for the purposes of deter- 


mining whether two or more corporations are associated with each 
other, 


(a) to 1989 et seg. where 


(i) the taxation years of all such corporations es 
after 1988, 


(ii) at least one of such corporations was incorporated, or 
was formed as a result of an amalgamation, after February 
10, 1988, 


(iii) at least one of such corporations acquired after Febru- 
ary 10, 1988 from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used by it 
in its business, or 


(iv) the 1989 taxation year of at least one of such corpora- 
tions did not end on approximately the same calendar date 
in 1989 as the calendar date in 1987 on which a 1987 taxa- 
tion year, if any, of that corporation ended, and 


(b) in any other case, to 1990 et seg. 
Subsec. 256(2) formerly read: 


(2) Idem — When two corporations are associated, or are 
deemed by this subsection to be associated, with the same 
corporation at the same time, they shall, for the purpose of 
this Act, be deemed to be associated with each other. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


Advance Tax Rulings: ATR-13: Corporations not associated. 


(3) Saving provision — Where one corporation 
(in this. subsection referred to as the “controlled cor- 
poration’) would, but for this subsection, be associ- 
ated with another corporation in a taxation year by 
reason of being controlled, directly or indirectly in 
any manner whatever, by the other corporation or by 


reason of both of the corporations being controlled, 


directly or indirectly in any manner whatever, by the 
same person at a particular time in the year (which 
corporation or person so controlling the controlled 
corporation is in this subsection referred to as the 
“controller’) and it is established to the satisfaction 
of the Minister that 


(a) there was in effect at the particular time an 
agreement or arrangement enforceable according 
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to the terms thereof, under which, on the satisfac- 
tion of a condition or the happening of an event 
that it is reasonable to expect will be satisfied or 
happen, the controlled corporation will 


(1) cease to be controlled, directly or indirectly 
in any manner whatever, by the controller, 
and 


(11) be or become controlled, directly or indi- 
rectly in any manner whatever, by a person or 
group of persons, with whom or with each of 
the members of which, as the case may be, the 
controller was at the particular time dealing at 
arm’s length, and 


(b) the purpose for which the controlled corpora- 
tion was at the particular time so controlled was 
the safeguarding of rights or interests of the con- 
troller in respect of 


(i) any indebtedness owing to the controller 
the whole or any part of the principal amount 
of which was outstanding at the particular 
time, or 


(11) any shares of the capital stock of the con- 
trolled corporation that were owned by the 
controller at the particular time and that were, 
under the agreement or arrangement, to be re- 
deemed by the controlled corporation or pur- 
chased by the person or group of persons re- 
ferred to in subparagraph (a)(ii), 


the controlled corporation and the other corporation 
with which it would otherwise be so associated in 
the year shall be deemed, for the purpose of this Act, 
not to be associated with each other in the year. 


Related Provisions: 256(1.2) — Control, -etc.; 256(1.5) — Per- 
son deemed related to self. , 


Pre-RSC History: That portion of subsec. 256(3) preceding sub- 
para. (b)(ii) substituted by 1988, c. 55, subsec. 192(2), applicable to 
taxation years commencing after 1988. That portion of subsec. 
256(3) formerly read: 


(3) Saving provision — Where one corporation (hereinafter 
in this subsection referred to as the “controlled corporation’) 
would, but for this subsection, be associated with another cor- 
poration in a taxation year by reason of being controlled by 
the other corporation or by reason of both of the corporations 
being controlled by the same person at a particular time in the 
year (which corporation or person so controlling the con- 
trolled corporation is hereinafter in this subsection referred to 
as the “controller”), and it is established to the satisfaction of 
the Minister that 


(a) there was in effect at the particular time an agreement 
or arrangement enforceable according to the terms 
thereof, under which, upon the satisfaction of a condition 
or the happening of an event that it is reasonable to ex- 
pect will be satisfied or happen, the controlled corpora- 
tion will 


(i) cease to be controlled by the controller, and 


(ii) become controlled by a person or group of per- 
sons, with whom or with each of the members of 
which, as the case may be, the controller was at the 
particular time dealing at arm’s length, and 


(b) the chief purpose for which the controlled corporation 
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was at the particular time so controlled was the safe- 
guarding of rights or interests of the controller in respect 
of 


(i) any loan made by the controller the whole or any 
part of the principal amount of which was outstand- 
ing at the particular time, or 


Selected Cases [subsec. 256(3)]: MNR v. Werner, Fritz, Ltd., 
[1972] C.T.C. 274 (FCTD) (Shares deemed owned by third party by 
virtue of option to purchase shares continue to belong to potential 
vendor for purposes of associated corporations provisions until op- 
tion exercised). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(4) Idem — Where one corporation would, but for 
this subsection, be associated with another corpora- 
tion in a taxation year by reason of both of the cor- 
porations being controlled by the same trustee or ex- 
ecutor and it is established to the satisfaction of the 
Minister 


(a) that the trustee or executor did not acquire 
control of the corporations as a result of one or 
more trusts or estates created by the same indi- 
vidual or two or more individuals not dealing 
with each other at arm’s length, and 


(b) that the trust or estate under which the trustee 
or executor acquired control of each of the corpo- 
rations arose only on the death of the individual 
creating the trust or estate, 


the two corporations shall be deemed, for the pur- 
poses of this Act, not to be associated with each 
other in the year. 

Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(5) idem — Where one corporation would, but for 
this subsection, be associated with another corpora- 
tion in a taxation year, by reason only that the other 
corporation is a trustee under a trust. pursuant to 
which the corporation is controlled, the two corpora- 
tions shall be deemed, for the purposes of this Act, 
not to be associated with each other in the year un- 
less, at any time in the year, a settlor of the trust con- 
trolled or is a member of a related group that con- 
trolled the other corporation that is the trustee under 
the trust. 

Related Provisions: 256(1.2) — Control, etc.; 256(1.5)— Per- 
son. deemed related to self. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(5.1) Control in fact — For the purposes of this 
Act, where the expression “controlled, directly or in- 
directly in any manner whatever,” is used, a corpora- 
tion shall be considered to be so controlled by an- 
other corporation, person or group of persons (in this 
subsection referred to as the “controller’’) at any time 
where, at that time, the controller has any direct or 
indirect influence that, if exercised, would result in 
control in fact of the corporation, except that, where 
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the corporation and the controller are dealing with 
each. other at arm’s length and the influence is de- 
rived from a franchise, licence, lease, distribution, 
supply or management agreement or other similar 
agreement or arrangement, the main purpose of 
which is to govern the relationship between the cor- 
poration and the controller regarding the manner in 
which a business carried on by the corporation is to 
be conducted, the corporation shall not be considered 
to be controlled, directly or indirectly in any manner 
whatever, by the controller by reason only of that 
agreement or, arrangement. 


Related Provisions: 256(6) — Idem. 


Pre-RSC History: Subsec. 256(5.1) added by 1988, c. 55, subsec. 
192(3), applicable to taxation years commencing after 1988. 


Selected Cases [subsec. 256(5.1)]: HSC Research Develop- 
ment Corp. v. Canada, [1995] 1 C.T.C. 2283 (TCC) (1988 amend- 
ments changed law to include concept of de facto control). 


Interpretation Bulletins: [T-64R3: Corporations: asseciation and 
control — after 1988; IT-236R3: Reserves — disposition of capital 
property; IT-313R2: Eligible capital property — rules where a tax- 
payer has ceased carrying on a business or has died; IT-291R2: 
Transfer of property to a corporation under subsection 85(1); IT- 
458R: Canadian-controlled private corporation. 


(6) ldem — For the purposes of this Act, where a 
corporation (in this subsection referred to as the 
“controlled corporation’’) would, but for this subsec- 
tion, be regarded as having been controlled or con- 
trolled, directly or indirectly in any manner 
whatever, by a person or partnership (in this subsec- 
tion referred to as the “controller’) at a particular 
time and it is established that : 


(a) there was in effect at the particular time an 
agreement or arrangement enforceable according 
to the terms thereof, under which, on the satisfac- 
tion of a condition or the happening of an event 
that it is reasonable to expect will be satisfied or 
happen, the controlled corporation will 


(i) cease to be controlled, or controlled, di- 
rectly or indirectly in any manner whatever, as 
the case may be, by the controller, and 


(ii) be or become controlled, or controlled, di- 
rectly or indirectly in any manner whatever, as 
the case may be, by a person or group of per- 
sons, with whom or with each of the members 
of which, as the case may be, the controller 
was at the particular time dealing at arm’s 
length, and 


(b) the purpose for which the controlled corpora- 
tion was at the particular time so controlled, or 
controlled, directly or indirectly in any manner 
whatever, as the case may be, was the safeguard- 
ing of rights or interests of the controller in re- 
spect of 


(i) any indebtedness owing to the controller 
the whole or any part of the principal amount 
of which was outstanding at the particular 
time, or 
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(ii) any shares of the capital stock of the con- 
trolled corporation that were owned by the 
controller at the particular time and that were, 
under the agreement or arrangement, to be re- 
deemed by the controlled corporation or pur- 
chased by the person or group of persons re- 
ferred to in subparagraph (a)(ii), 


the controlled corporation shall be deemed, for the 
purposes of that provision, not to have been con- 
trolled by the controller at the particular time. 


Pre-RSC History: That portion of subsec. 256(6) preceding sub- 
para. (b)(ii) substituted by 1988, c. 55, subsec. 192(4), applicable to 
taxation years commencing after 1988. That portion formerly read: 


(6) Controlled corporation — saving provision — For the 
purposes of any provision of this Act, where a corporation (in 
this subsection referred to as the “controlled corporation’) 
would, but for this subsection, be regarded as having been 
controlled by a person or partnership (in this subsection re- 
ferred to as the “‘controller”) at a particular time and it is es- 
tablished that 


(a) there was in effect at the particular time an agreement 
or arrangement enforceable according to the terms 
thereof, under which, upon the satisfaction of a condition 
or the happening of an event that it is reasonable to ex- 
pect will be satisfied or happen, the controlled corpora- 
tion will 


(i) cease to be controlled by the controller, and 


(ii) become controlled by a person or group of per- 
sons, with whom or with each of the members of 
which, as the case may be, the controller was at the 
particular time dealing at arm’s length, and 


(b) the purpose for which the controlled corporation was 
at the particular time so controlled was the safeguarding 
of rights or interests of the controller in respect of 


(i) any indebtedness of the controller the whole or 
any part of the principal amount of which was out- 
standing at the particular time, or 


Subsec. 256(6) amended by 1986, c. 6, subsec. 127(1), applicable to 
1985 et seq., to substitute that portion preceding para. (a) and to 
substitute, in para. (b), “the purpose” for “the chief purpose” and, in 
(b)(i), “any indebtedness of” for “any loan made by”. The portion 
preceding para. (a) formerly read: 


(6) Controlled corporations: saving provision — Where, 
for the purposes of any provision of this Act, one corporation 
resident in Canada (in this subsection referred to as the “con- 
trolled corporation”) would, but for this subsection, be re- 
garded as having been controlled by another corporation resi- 
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dent in Canada (in this subsection referred to as the corporation (otherwise than because of a right 
“controller”) at:a particular time and it is established to the referred to in paragraph 251(5)(b)) immedi- 
ately before that time; and 


satisfaction of the Minister that 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-458R: Canadian-controlled. private 
corporation. 


(7) Acquiring control — For the purposes of sub- 
section 13(24), sections 37 and 55, subsections 
66(11), (11.4) and (11.5), 66.5(3) and 66.7(10) and 
(11), section 80, paragraph 80.04(4)(h), subsections 
85(1.2), 87(2.1) and (2.11), 88(1.1) and (1.2) and 
89(1.1), sections 111 and 127 and subsection 249(4), 


(a) control of a particular corporation shall be 
deemed not to have been acquired solely because 
of | 


(i) the acquisition at any time of shares of any 
corporation by : 


(A) a particular person who acquired the 
shares from a person to whom the particu- 
_ lar person was related (otherwise than be- 
cause of a right referred to in paragraph 
251(5)(b)) immediately before that time, 


(B) a particular person who was related to 
the particular corporation (otherwise than 
because of a right referred.to in paragraph 
251(5)(b)) immediately before that time, 


(C) an estate that acquired the shares be- 
cause of the death of a person, or 


(D) a particular person who acquired the 
shares from an estate that arose on the 
death of another person to whom the par- 
ticular person was related, or 


(b) where there has been an amalgamation 


(ii) the redemption or cancellation at any time (within the meaning assigned by section 87) of 
of shares of the particular corporation or of a two or more corporations after November 12, 
corporation controlling the particular corpora- 1981, and a person or group of persons controlled 
tion, where the person or each member of the the new corporation immediately after the amal- 
group of persons that controls the corporation - gamation and did not control a particular prede- 
immediately after that time was related to the cessor corporation immediately before the amal- 
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gamation, that person or group of persons shall 
be deemed to have acquired control of the partic- 
ular predecessor corporation immediately before 
the amalgamation unless control would not have 
been acquired if the person or group of persons 
that controlled the new corporation immediately 
after the amalgamation had acquired all of the 
shares of the particular predecessor corporation 
immediately before the amalgamation. 
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Related Provisions: 256(8. Dect eo without share 
capital. if) 


History: The opening words of subsec. 256(7) amended by 1995, os 
21, subsec. 44(1), applicable to amalgamations, acquisitions, .re- 
demptions and cancellations that occur after February 21, 1994. The 
opening words formerly read: 


(7) For the purposes of Arbsecicn 13(24), sections 37 and 
subsections 66(11), (11.4) and (11.5), 66.5(3), 66. 7(10) and 
(11), 85(1.2), 87@.1) and (2.11), 88(1.1) and (1.2) and 
89(1.1), sections 111 and 127 and subsection 249(4), 


The opening words of subsec. 256(7) amended by 1995, c. 3, sub- 
sec. 55(1), applicable to amalgamations, acquisitions, redemptions 
and cancellations that occur after February 21, 1994. The opening 
words formerly read: 


(7) For the purposes of subsection 13(24), section 37, subsec- 
tions 66(11), (11.4) and (11.5), 66.5(3), 66.7110) and (11), 
85(1.2), 87(2.1) and (2.11), 88(1.1) and (1.2) and 89(1.1), 
sections 111 and 127 and subsection 249(4), 


All that portion of subsec. 256(7) preceding para. (b) substituted by 
1994, c. 21, s. 114, applicable to acquisitions, redemptions and can- 
cellations occurring after 1992. That portion of the subsec. formerly 
read: 


(7) Control deemed not to be acquired — For the purposes 
of subsection 13(24), section 37, subsections 66(11), (11.4) 
and (11.5), 66.5(3), 66.7(10) and (11), 85(1.2), 87(2.1), 
88(1.1) and (1.2) and 89(1.1), sections 111 and 127 and sub- 
section 249(4), 


(a) a person shall be deemed not to have acquired control 
of a particular corporation, or of any corporation. con- 
trolled by it, because of the redemption, acquisition or 
cancellation of shares of the particular corporation if that 
person 


(i) was, immediately before the share feicuiplion. ac- 
quisition or cancellation, related (otherwise than be- 
cause of a right referred to in paragraph 251(5)(b)) to 
the particular corporation, 


(ii) was an executor, administrator or trustee of an 
estate who acquired the shares by virtue of the death 
of any other person, 


(iii) acquired the shares by way of a distribution from 
an estate arising on the death of another person with 
whom the first-mentioned person was related, or 


(iv) was a corporation formed by an amalgamation 
(within the meaning of section 87) of two or more 
predecessor corporations each of which was related 
(otherwise than by virtue of a right referred to in par- 
agraph 251(5)(b)) to the particular corporation im- 
mediately before the amalgamation; and 


All that portion of subsec. 256(7) preceding subpara. (a)(ii) 
amended by 1994, c. 7, Sch. II (1991, c..49), subsecs. 198(3), (4), to 
add reference to subsec. 85(1.2), applicable to dispositions occur- 
ring after 1984, and to substitute all that portion of para. (a) preced- 
ing subsec. (ii), applicable with respect to redemptions, acquisitions 
and cancellations of shares occurring after 1989, except that, in ap- 
plying the para. to a person who so elected by notifying the Minister 
of National Revenue in writing before 1992 [1994, c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before De- 
cember 11, 1993 shall be deemed to have been made before 1992], 
the references therein to “redemption” and “cancellation” shall be 
read as references to “redemption after July 13, 1990” and “cancel- 
lation after July 13, 1990”, respectively. The substitution portion of 
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para. (a) formerly read: 


(a) where shares of a’ particular corporation have ‘been ‘ac- 
quired by a person after March 31, 1977, that person shall be 
deemed not to have acquired control of the particular corpora- 
tion by virtue of that share acquisition if that person 


(i) was, immediately before the share acquisition, related 
(otherwise than by virtue of a right referred to in para- 
graph 251(5)(b)) to the particular corporation, 


_ Pre-RSC History: That portion of subsec. 256(7) preceding para. 


(a) amended by 1988, c. 55, subsec. 192(5) to add reference to sub- 
sec. 89(1.1), applicable after 4°p.m. EDST, September 25, 1987. 
That portion of subsec. 256(7) preceding para. (a) substituted by 
1987, c. 46, subsec. 71(1), ‘applicable after January 15; 1987, except 
that 
(a) the deletion of the reference to subsection cell. 1) and the 
addition of the reference to subsections 66. 7(10) and (11) are 
applicable to taxation years ending after February 17, 1987; and 


(b) the addition of the reference to subsection, 66.5(3) is appli- 
cable after June 5, 1987. 


That portion of subsec. (7) formerly read: 


(7) For the purposes of subsections 66(11) and (11.1), 
87(2.1), 88(1.1) and (1.2) and sections 111 and 127 


The heading, and all that portion of subsec. 256(7) preceding para. 


(a), amended ‘by 1986, 'c. 6, subsec.'127(2), to substitute “Control 


deemed not to be” for ““Where control deemed not to have been” in 
the heading, and to add reference to section 127, applicable after 
May 23, 1985. 


All that portion of ere, 256(7) preceding para. (a) and para. 
256(7)(b) substituted by 1980-81-82-83, c. 140, subsecs. 131(1), 
(2), applicable after November 12, 1981. That portion ‘of subsec. (7) 
and. para, (b) formerly read:. 


(7) For the purposes. of: subsections’ 66(11), 87(2.1), 88(1.1) 
and (1:2) and 111(4) and: (5) 


(b) where there has been an amalgamation (within the 
meaning of section 87) of two or more corporations after 
March 31; 1977, and a person or a group of persons con- 

_ trolled the new corporation immediately after the amalga- 
mation and did not control a particular predecessor cor- 
poration immediately before the amalgamation, that 
person or group of persons shall be deemed to have ac- 
quired control of the particular predecessor corporation 
immediately before the amalgamation. 


 Subparas. 256(7)(a)(i), (iv), para. 256(7)(b) substituted by 1980-8 1- 


82-83, c. 48, subsecs. 112(1)—(3), applicable, as to subparas. 
256(7)(a)(i), (iv), with respect.to any acquisition of a right referred 
to in para. 251(5)(b) occurring after December 11, 1979. Subparas. 
(a)(i), (iv) formerly read: 
(i) was, immediately before such share acquisition, related to 
the particular corporation, 


(iv) was a corporation formed by an amalgamation (within 
the meaning of section 87) of two or more predecessor corpo- 
rations each of which was related to the particular corporation 
immediately before the amalgamation; and 


Subparas. 256(7)(a)(ii), (iii) substituted, (iv) added by 1977-78, c. 


- 32, s. 56, applicable to taxation years ending after March 31, 1977. 


Subsec. 256(7) added by 1977-78, c. 1, s. 99, applicable to taxation 
years ending after March 31, 1977. 


Selected Cases [subsec. 256(7)]: Duha Printers (Western) Ltd. 
v. Canada, [1996] 3 C.T.C. 19 (FCA) (Losses not deductible where 
control prior to amalgamation not established). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
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control — after 1988; IT-302R2: Losses of a corporation — the ef- 
fect on their deductibility of changes in control, amalgamation and 
winding-up; IT-302R3: Losses of a corporation — the effect that 
acquisitions of control, amalgamations, and windings-up have on 
their deductibility — after January 15, 1987. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


Advance Tax Rulings: ATR-7: Amalgamation involving losses 
and control. 


(8) Deemed acquisition of shares — Where at 
any time a taxpayer acquires a right referred to in 
paragraph 251(5)(b) with respect to shares and it can 
reasonably be concluded that one of the main pur- 
poses of the acquisition is 


(a) to avoid any limitation on the deductibility of 
any non-capital loss, net capital loss, farm loss, 
expense or other amount referred to in subsection 
66(11), 66.5(3) or 66.7(10) or (11), 


(b) to avoid the application of subsection 13(24), 
paragraph 37(1)(h) or subsection 55(2), 66(11.4) 
or(L 5) ot Ath) Ol jeO-2) or. (525), 


(c) to avoid the application of paragraph (j) or (k) 
of the definition “investment tax credit’ in sub- 
section 127(9), or 


(d) to affect the application of section 80, 


in determining whether control of the corporation is 
acquired for the purposes of subsection 13(24), sec- 
tions 37 and 55, subsections 66(11), (11.4) and 
(11.5), 66.5(3) and 66.7(10) and (11), section 80, 
paragraph 80.04(4)(h), sections 111 and 127 and 
subsection 249(4), the taxpayer shall be deemed to 
have acquired the shares at that time. 


Income Tax Act 


Related Provisions: 256(8.1) — Corporations without share 
capital. 


History: Subsec. 256(8) amended by 1995, c. 21, subsec. 44(2), 
applicable to acquisitions that occur after February 21, 1994, except 
that, with respect to acquisitions that occur before June 24, 1993, 


(a) paragraph 256(8)(b) shall be read without reference to sub- 
sec. 55(2); and 


(b) the concluding portion of subsection 256(8) shall be read 
without reference to s. 55. 


Subsec. (8) formerly read: 


(8) Deemed acquisition of shares — Where at any time a 
taxpayer has acquired a right referred to in paragraph 
251(5)(b) with respect to shares and it can reasonably be con- 
cluded that one of the main purposes of the acquisition was to 
avoid 


(a) any limitation on the deductibility of any non-capital 
loss, net capital loss, farm loss, expense or other amount 
referred to in subsection 66(11), 66.5(3) or 66.7(10) or 
(11), 

(b) the application of subsection 13(24), paragraph 
37(1)(h), or subsection 55(2), 66(11.4) or (11.5), 111(4), 
(5.1), (6:2) or (5.3), or 


(c) the application of paragraph (j) or (k) of the definition 


1884 


Part XVII — Interpretation 


“investment tax credit’ in subsection 127(9), 


in determining whether control of a corporation has been ac- 
quired for the purposes of subsection 13(24), sections 37 and 
55, subsections 66(11), (11.4) and (11.5), 66.5(3) and 
66.7(10) and (11), sections 111 and 127 and subsection 
249(4), the taxpayer shall be deemed to have acquired the 
shares at that time. 


That portion of subsec. 256(8) after para. (a) amended by4995,..6¢:3, 
subsec. 55(2), applicable to acquisitions that occur after June 23, 
1994. That portion formerly read: 


(b) the application of SRE 13(24), paragraph 
37(1)(h) or subsection 66(11.4) or (11.5), 1114), (5.1), 
(5.2). or (5.3), or 


(c) the application of paragraph ) or (k) of the definition 
“investment tax credit” in subsection 127(9), 


in determining whether control of the corporation has been 
acquired for the purposes of subsection 13(24), section 37, 
subsections 66(11), (11.4) and (11.5), 66.5(3), 66.7(10) and 
(11), sections 111 and 127 and subsection 249(4), the tax- 
payer shall be. deemed to have acquired the shares at that 
time. 


Pre-RSC History: Subsec. 256(8) substituted by 1987, c. 46, 
subsec. 71(2), applicable with respect to acquisitions of rights oc- 
curring after January 15, 1987, except that 


(a) the deletion of references to subsection 66(11.1) and the ad- 
dition of references to subsections 66.7(10) and (11) are appli- 
cable with respect to acquisition of rights occurring in taxation 
years ending after February 17, 1987; and 


(b) the addition of references to subsection 66.5(3) is applicable 
‘with respéct to acquisitions of rights occurring after June 5, 
1987. 


Subsec. 256(8) formerly read: 


(8) Deemed acquisition of shares — Where at any time a 
taxpayer has acquired a right referred to in paragraph 
251(5)(b) with respect to shares and it can reasonably be con- 
cluded that one of the main purposes of the acquisition was to 
avoid 
(a) any limitation on the deductibility of any non-capital 
loss, net capital loss, farm loss or any expense referred to 
in subsection 66(11) or (11.1), 


(b) the application of subsection 111(5.1) or s. 2), or 


(c):the application of paragraph (j) or (k) of the definition 
‘investment tax credit” in subsection 127(9), 


in determining whether control of the corporation has been 
acquired for the purposes of subsections 66(11) and (11.1) 
and sections 111 and 127, he shall be deemed to have ac- 
quired the shares at that time. 


Subsec. 256(8) amended by 1986, c. 6, subsec. 127(3), to substitute 
heading “Deemed acquisition of shares” for “Where share deemed 
to have been acquired”, to add para. (c), and to add reference to 
section 127 in that portion following para. (c), applicable with re- 
spect to the acquisition of rights occurring after May 23, 1985. 


Para. 256(8)(a) substituted by 1984, c. 1, s. 106, applicable to 1983 
et seq. Para. 256(8)(a) formerly read: 


(a) any limitation on the deductibility of any net capital loss, 
non-capital loss or any expense referred to in subsection 
66(11) or (11.1), or 

Subsec. 256(8) substituted by 1980-81-82-83, c. 140, subsec. 


131(3), applicable with respect to taxation years ending after No- 
vember 12, 1981. Subsec. 256(8) formerly read: 


(8) Where at any time a taxpayer has acquired any right re- 
ferred to in paragraph 251(5)(b) and it can reasonably be con- 
cluded that one of the main purposes of the acquisition was to 
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avoid any limitation on the deductibility of any net capital 
loss, non-capital loss. or any expense referred to in any of 
paragraphs 66(11)(a) to (e), in determining whether control of 
the corporation has been acquired for the purposes of subsec- 
tions 111(4) and (5) and 66(11), he shall be deemed to have 
acquired the shares at that time. 


Subsec. 256(8) added by 1980-81-82-83, c. 48, subsec. 112(4), ap- 
plicable with respect to any acquisition of a right referred to in para. 
251(5)(b) occurring after December 11, 1979. 


Interpretation Bulletins: IT-64R3: shina association and 
control — after 1988. 


(9) Date of acquisition of control — For the 
purposes of this Act, where control of a corporation 
is acquired by a person or group of persons at a par- 
ticular time on a day, control of the corporation shall 
be deemed to have been acquired by the person or 
group of persons, as the case may be, at the com- 
mencement of that day and not at the particular time 
unless the corporation elects in its return of income 
under Part I filed for its taxation year ending imme- 
diately before the acquisition of control not to have 
this subsection apply. 


Related Provisions: 249(4) — Deemed year end where change 
of control occurs. . 


Pre-RSC History: Subsec. 256(9) added by 1987, c. 46, subsec. 
71(3), applicable after January 15, 1987. 


Definitions [s. 256]: “amount” — 248(1); “arm’s length” — 
251(1); ‘‘associated” — 256; “business” — 248(1); “Canada” — 
255; “Canadian-controlled private corporation” — 125(7), 248(1); 
“child” — 252(1); “class of shares” — 248(6); “common share” — 
248(1); “control” — 256(1.2), (5.1); “corporation”, “dividend” — 
248(1); “estate” — 104(1); 248(1); Hy 
“fiscal period”) —:248(1), 249(2)(b), 249.1; “group” — 256(1.2)(a); 
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“individual” — 248(1); “investment tax credit” — 127(9), 248(1); 
“Minister” — 248(1); “net capital loss”, “non-capital loss” — 
111(8), 248(1); “paid-up capital” — 89(1), 248(1); “parent” — 
252(2); “person”, “prescribed”, “principal amount’, “property” — 
248(1); “related group” — 251(4); “share”, “shareholder” — 
248(1); “specified class” — 256(1.1); “substituted property” — 
248(5); “taxation year” — 249; “taxpayer” — 248(1); “testamentary 
trust” — 108(1), 248(1); “trust” — 104(1), 248(1), @). 


257. Negative amounts — Except as specifically 
otherwise provided, where an amount or a number is 
required under this Act to be determined or calcu- 
lated by or in accordance with an algebraic formula, 
if the amount or number when so determined or cal- 
culated would, but for this section, be a negative 
amount or number, it shall be deemed to be nil. 


Related Provisions: 248(1)‘taxable income” — Taxable income 
cannot be less than nil. 


Pre-RSC History: S. 257 enacted by 1986, c. 6, s. 128, applicable 
to 1985 et seq. 


Definitions: “amount” — 248(1). 


Pre-RSC History [former s. 257]: Former 257 repealed by 
1980-8 1-82-83, c. 140, s. 132. S. 257 formerly read: 


257. (1) Where corporation has degree of Canadian 
ownership — For the purposes of this Act, a corporation has 
a degree of Canadian ownership in a taxation year if through- 
out any 60-day period included in the 120-day period com- 
mencing 60 days before the first day of the year, 


(a) the corporation complied with the following 
conditions: 


(1) the corporation was resident in Canada, 


did not comply with clause (A) owned equity 
shares representing in the aggregate more than 
75% of that part of the paid-up capital of the cor- 
poration that was represented by all the issued 
and outstanding equity shares of the corporation, 
alone or in combination with any other person 
related to such non-resident person or such cor- 
poration at any time within the period, and 


(ii1) where the year commenced after 1964, the num- 
ber of directors who were resident in Canada was not 
less than 25% of the total number of directors of the 
corporation; 


(b) the corporation complied with the conditions speci- 
fied in subparagraphs (a)(i) and (111) and was a subsidiary 
wholly-owned corporation subsidiary to a corporation 
that throughout the 60-day period complied with the con- 
ditions specified in paragraph (a) or (c); or 

(c) the corporation complied with the conditions speci- 
fied in subparagraphs (a)(i) and (111) and was a subsidiary 
controlled corporation 


(i) of which equity shares representing at least 75% 
of that part of the paid-up capital of the corporation 
that is represented by all the issued and outstanding 
equity shares were owned by 


(A) the corporation to which it was subsidiary, 
(B) a corporation controlled in Canada, 
(C) an individual resident in Canada, or 


(D) any combination of persons described in 
clause (A), (B) or (C), and 


(ii) subsidiary to a corporation that throughout the 
60-day period complied with the conditions specified 
in paragraph (a) or (b). 


(i1) either (2) ldem — For the purposes of this section, 


(A) not less than 25% of the issued and outstand- 
ing shares of the corporation having full voting 
rights under all circumstances were owned by 
one or more individuals resident in Canada, one 
or more corporations controlled in Canada or a 
combination thereof, and equity shares repre- 
senting in the aggregate not less than 25% of that 
part of the paid-up capital of the corporation that 
was represented by all the issued and outstand- 
ing equity shares of the corporation were owned 
by one or more individuals resident in Canada, 
one or more corporations controlled in Canada, 
or a combination thereof, or 


(B) a class or classes of shares of the corporation 
having full voting rights under all circumstances 
were listed on a prescribed stock exchange in 
Canada, and it is established in prescribed man- 
ner that no one non-resident person and no one 
corporation that did not comply with clause (A) 
owned more than 75% of the issued and out- 
standing shares of the corporation having full 
voting rights under all circumstances, alone or in 
combination with any other person related to 
such non-resident person or such corporation at 
any time within the period, and a class or classes 
of equity shares of the corporation representing 
in the aggregate not less than 50% of that part of 
the paid-up capital of the corporation that was 
represented by all the issued and outstanding eq- 
uity shares of the corporation were listed on a 
prescribed stock exchange in Canada, and it is 
established in prescribed manner that no one 
non-resident person and no one corporation that 
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(a) a corporation that has share capital is not controlled in 
Canada at a particular time unless at that time the corpo- 
ration is resident in Canada, and 


(i) more than 50% of its issued and outstanding 
shares having full voting rights under all 
circumstances, 


(ii) shares representing in the aggregate more than 
50% of its paid-up capital, and 


(iii) equity shares representing in the aggregate more 
than 50% of that part of the paid-up capital of the 
corporation that is represented by all the issued and 
outstanding equity shares 


are owned. by 


(iv) individuals resident in Canada, 
(v) corporations resident in Canada with respect to 
each of which 


(A) more than 50% of the issued shares having 
full voting rights under all circumstances, 


(B) shares representing in the aggregate more 
than 50% of the paid-up capital, and 


(C) equity shares representing in the aggregate 
more than 50% of that part of the paid-up capital 
of the corporation that is represented by all the 
issued and outstanding equity shares 


are owned by individuals resident in Canada, or 


(vi) any combination of individuals or corporations 
described in subparagraph (iv) or (Vv); 


(b) where 


(i) a non-resident person, 
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(ii) a corporation that does not have a degree of Ca- 
nadian ownership, or 


(iii) a corporation that is related to a non-resident 
person 


has a right, either as an incident of ownership of a share 
of a corporation or otherwise under a contract, in equity 
or otherwise, either immediately or in the future and ei- 
ther absolutely or contingently, to, or to acquire, equity 
shares in a corporation, those. shares, shall 


(iv) unless the right is contingent upon an event that 
it is not reasonable to expect to occur within a rea- 
sonable time, or 


(v) unless the right is such that a reasonable man 
concerned only with the value of the shares would 
not exercise it, 


be deemed 
(vi) to be owned by the person who has the right, 


(vii) to be owned by a non-resident person, where the 
person who has the right is a corporation described in 
subparagraph (ii) or (iii), and 
(viii) where the shares are unissued, 

(A) to be issued and outstanding, and 


(B) to have a paid-up capital value, with respect 
to each share, equal to 


(I) the par value, where the shares have a par 
value 


(II) the amount that would be paid with re- 
spect to each share to exercise the right 
under the terms of the contract, where the 
shares have no par value and an amount is 
specified in the contract, or 


(II) the market value at the end of the rele- 
vant 60-day period of a share of the class of 
shares of. that corporation that is most 
closely similar to that share, where the 
shares have no par value and no amount is 
specified in the contract, 


and any other person who actually owns the shares in re- 
spect of which that right exists shall be deemed not to 
own those. shares; 


(c) where shares are owned by a trustee resident in Can- 
ada, other than a trustee 


(i) who is a trustee under 
(A) a registered pension fund or plan, 
(B) a deferred profit sharing plan, 
(C) an employees profit sharing plan, or 


(D) a supplementary unemployment benefit plan 
in relation to which at least 75% of the employ- 
ees covered by the plan are resident in Canada, 
and 


(ii) who owns, as trustee, if he is a trustee under a 
registered pension fund or plan, less than 10% of the 
issued and outstanding equity shares of a corporation 
that is an employer of employees covered by the reg- 
istered pension fund or plan, or a corporation related 
thereto, 


the shares shall be deemed not to be owned by a person 
resident in Canada unless it is established that each bene- 
ficiary under the trust is an individual resident in Canada; 


(d) where, during any relevant 60-day period referred to 
in subsection (1), a director of a corporation who is resi- 
dent in Canada dies and within 60 days thereafter another 
person who is resident in Canada is appointed or elected 
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to be a'director of the corporation, such other person shall 
be deemed to have become such a director immediately 
upon the death of the deceased director; 


(e) “equity share” — “equity share” means 


(i) a share, other than a non-participating share, the 
owner of which has, as owner thereof, a right 


(A) to a dividend, and 


(B) to a part of the surplus of the corporation af- 
ter repayment of capital and payment of arrears 
of dividend, upon the redemption of the share, a 
reduction of the capital of the corporation or the 
winding up of the corporation, 


at least as great, in any event, as the right of the 
owner of any other share, other than a non-participat- 
ing share, of the corporation, when the magnitude of 
the right in each case is expressed as a rate based on 
the paid-up capital value of the share to which the 
right relates, or 


(ii) a share, other than a non-participating share, the 
owner of which has, as owner thereof, a right 


(A) to a dividend, after a dividend at a rate not in 
excess of 12% per annum of the paid-up capital 
value of each share has been paid to the owners 
of shares of a class other than the class to which 
that share belongs, and 


(B) to a part of the surplus of the corporation af- 
ter repayment of capital and payment of arrears 
of dividend, upon the redemption of the share, a 
reduction of the capital of the corporation or the 
winding up of the corporation, after a payment 
of a part of the surplus at a rate not in excess of 
10% of the paid-up capital value of each share 
has been made to the owners of shares of a class 
other than the class to which that share belongs, 


at least.as great, in any event, as the nght of the 
owner of any other share, other than a non-participat- 
ing share, of the corporation, when the magnitude of 
the right in each case is expressed as a rate based on 
the paid-up capital value of the share to which the 
right relates; 
(f) “non-participating share” — “non-participating 
share” means 
(i) in the case of a private corporation, a share the 
owner of which is not entitled to receive, as owner 
thereof, any dividend other than a dividend, whether 
cumulative or not, 


(A). at a fixed annual rate or amount, or 


(B) at an annual rate or amount not in excess of 
a fixed annual rate or amount, and 


(ii) in the case of a corporation other than a private 
corporation, any share other than a common share; 


(g) “paid-up capital value” — “paid-up capital value”, 
with reference to a share, means 


(i) in the case of an unissued share that is deemed by 
paragraph (b) to be issued and outstanding, the 
amount determined under clause (viii)(B) of that par- 
agraph, and 


(ii) in any other case, an amount equal to the paid-up 
capital of the corporation that is represented by the 
shares of the class to which that share belongs di- 
vided by the number of shares of that class that are in 
fact issued and outstanding; and 


(h) where in the case of a private corporation 


(i) the paid-up capital of a corporation that is repre- 
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sented by all the issued and outstanding equity shares 
of the corporation is less than’50% of the paid-up 
capital of the corporation that is represented by all 
the issued and outstanding shares of the corporation 
other than non-participating shares, or 


(ii) a non-participating share of the corporation, the 
owner of which has, as owner, a right to a dividend 
(A) at a fixed annual rate in excess of 12%, or 
(B) at. an annual rate not in excess of a fixed 
maximum annual rate, if the fixed maximum an- 
nual rate is in excess of 12%, _. 
when the right to the dividend is expressed as a rate 
based on the paid-up capital value of the share to 
which the right relates, is issued and outstanding, 
the issued and outstanding equity shares of the corpora- 
tion shall be deemed not to be equity shares. 
Cls. 257(2)(e)(i)(A), (h)@i)(A), (B), para. 257(2)(f), all that portion 
of para. 257(2)(h) preceding subpara. (i) substituted by 1977-78, c. 
1, subsecs. 100(1)-(4), applicable to 1972 ef seq. 


258. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 258(1) repealed by 1988, c. 55, subsec. 
193(1), applicable with respect to reductions of paid-up capital oc- 
curring after 1987. Subsec. 258(1) formerly read: 


258. (1) Deemed dividend on term preferred share — For 
the purposes of this Act, where at any time after November 
16, 1978 the paid-up capital of a term preferred share owned 
by | 

(a) a specified financial institution, or 

(b) a partnership or trust of which a specified financial 

institution or a person related thereto was a member or a 

beneficiary, 
was reduced otherwise than by way of redemption, acquisi- 
tion or cancellation of the share or of a transaction described 
in subsection 84(2) or 84(4.1), a dividend shall be deemed to 
have been received by the shareholder at that time equal to 
the amount received by him on the reduction of the paid-up 
capital of the share, unless the share was not acquired in the 
ordinary course of the business carried on by the shareholder. 

Subsec. 258(1) substituted by 1980-81-82-83, c. 48, s. 113, applica- 
ble after November 16, 1978. Subsec. 258(1) formerly read: 

(1) For the purposes of this Act, where at any time after No- 
vember 16, 1978, a corporation has reduced the paid-up capi- 
tal in respect of a term preferred share otherwise than by way 
of a redemption, acquisition or cancellation of the share or a 
transaction described in subsection 84(2) or (4.1), a dividend 
shall be deemed to have been received on the share at that 
time by the shareholder equal_to the amount received by him 
on the reduction of the paid-up capital. 


(2) Deemed dividend on term preferred 
share — Notwithstanding subsection 15(3), an 
amount paid or payable after 1978 as interest on or 
as an amount in lieu of interest in respect of 


(a) any interest or dividend payable after Novem- 
ber 16, 1978 on an income bond or an income 
debenture issued before November 17, 1978 or 
pursuant to an agreement in writing made before 
that date, or 


(b) a dividend that became payable or in arrears 
after November 16, 1978 on a share of the capital 
stock of a corporation that is not a term preferred 
share by reason of having been issued before No- 
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vember 17, 1978 or pursuant to an agreement in 
writing made before that date, 


shall, for the purposes of subsections 112(2.1) and 
138(6), be deemed to be a dividend received on a 
term preferred share. 
Related Provisions: 
partnerships: 
Pre-RSC History: Para. 258(2)(a) amended by 1985, c. 45, s. 125, 
applicable after November 16, 1978; to add “issued before Novem- 
ber 17, 1978 or pursuant to. an agreement in:writing made before 
that date”. 


248(13) — Interests my trusts and 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures. 


(3) Deemed interest on preferred shares — 
Subject to subsection (4), for the purposes of 
paragraphs 12(1)(c) and (k) and sections 113 and 
126, each amount that is a dividend received in a 
taxation year on 3 


(a) a term preferred share by a specified financial 
institution resident in Canada from a corporation 
not resident in Canada, or 


(b) any other share that 
(i) is a grandfathered share, or 


(ii) was issued before 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 and was 
not deemed by paragraph. 112(2.2)(f) to have 
been issued after that time 


by a corporation from a corporation not resident 
in Canada, if the dividend would have been a div- 
idend in respect of which no deduction could 
have been made under subsection 112(1) or (2) or 
138(6) because of subsection 112(2.2) of the Jn- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read on June 17, 1987, 
if the corporation that paid the dividend. were a 
taxable Canadian corporation 


shall be deemed to be interest received in the year 
and not a dividend received on‘a share of the capital 
stock of a corporation. 


Related Provisions: 248(1) — “amount” — stock dividend; 
248(13) — Interests in trusts and partnerships. 


History: Para: 258(3)(b) amended by 1994, c.7, Sch. VIII (1993, c. 
24), .s. 141, applicable to dividends received or deemed to be re- 
ceived on shares, acquired. after 8:00 p.m. EDST, June 18, 1987. 


- Para. (3)(b) formerly read: 


(b) any other share by a corporation from a corporation not 
resident in Canada, if the dividend would have been a divi- 
dend in respect of which no deduction could have been made 
under subsection, 112(1) or (2) or 138(6) by reason of subsec- 
tion 112(2.2) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read on June 17, 1987 if 
the corporation that paid the dividend were a taxable Cana- 
dian corporation 
Pre-RSC. History: Subsec. 258(3), substituted by 1988, c. 55, 
subséc., 193(2), applicable with respect: to. dividends received or 
deemed to. be received on shares acquired after 8:00 p.m. EDST, 
June, 18,1987. Subsec. 258(3) formerly read: 
(3) Deemed interest on term preferred share — For the 
purposes of paragraphs 12(1)(c) and (k) and sections: 113 and 
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126 and subject to subsection (4), each amount that is 


(a) a dividend received on a term preferred share by a 
specified financial institution from-a corporation not resi- 
dent in Canada, or 


(b) a dividend received on a share ofthe capital stock of 
a corporation not resident in Canada by any corporation 
(in this subsection referred to as the “recipient corpora-_ 
tion”), if at the time the dividend was paid, a specified 
financial institution or a person related thereto or a part- 
nership or trust.of which any such institution or person 
related thereto is a member or. a beneficiary was; obli- 
gated pursuant to any agreement made after October 23, 
1979, either absolutely or contingently and either at or 
after the time the dividend was paid, to effect any under- 
taking with respect to the share on which the dividend 
was paid including any guarantee, covenant or agreement 
to purchase or repurchase the share, given to ensure that 


(i) any loss that the recipient corporation or any part- 
nership or trust of which the recipient corporation is 
a member or a beneficiary may sustain. by virtue of 
the ownership, holding or disposition of the share is 
limited in any respect, or 


(ii) the recipient corporation or.any partnership or 
trust of which it is a member or beneficiary will de- 
rive earnings by virtue of the ownership, holding or 
disposition of the share, 
shall be deemed to be interest received and not a dividend on 
a share of the capital stock of the corporation. 
Subsec. 258(3) substituted by 1980-81-82-83, c. 48, s. 113, applica- 
ble after November 16, 1978, except that, in its application to divi- 
‘dends on shares acquired before April 22, 1980, the references in 
subsec. 258(3) to “a specified financial institution” shall be read as 


references to “‘a corporation described in paragraph 112(2.1)(a) or 
(b)’”. Subsec. 258(3) formerly read: ) 


(3) A dividend on a term preferred share received by.a partic- 
ular corporation described in any of paragraphs 112(2.1)(a) to 
(c) from:a corporation not resident in Canada other than a 
dividend paid on a share of the capital stock of a corporation 
that was not acquired in the ordinary course of the business 
carried on by the particular corporation, or a dividend on a 
term preferred share received by a particular corporation re- 
ferred to in subsection 112(2.2) from a corporation not resi- 

. dent in Canada, shall, for the purposes of paragraphs 12(1)(c) 
and (k) and section 113, be deemed.to be received as interest 
and not as a dividend on a share of the capital stock of a for- 
eign affiliate of the corporation. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-88R2: Stock dividends. 


(4) Exception — Subsection (3) is not applicable to 
a dividend described in paragraph (3)(a) if the share 
on which the dividend was paid was not acquired in 
the ordinary course of the: business carried on by the 
corporation. 


Pre-RSC History: Subsec. 258(4) added by 1980-81-82-83, c. 48, 
s. 113, applicable after November 16, 1978. 


(5) Deemed interest on certain shares — For 
the purposes of paragraphs 12(1)(c) and (k) and sec- 
tions 113 and 126, a dividend received after June 18, 
1987 and in’a taxation year from a corporation not 
resident in Canada, other than a corporation in which 
the recipient had or would have, if the corporation 
were a taxable Canadian corporation, a substantial 
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interest (within the meaning assigned by section 
191), on a share, if the dividend would have been a 
dividend in respect of which no deduction could 


have been made under subsection 112(1) or (2) or 


138(6) by reason of subsection 112(2.2) or (2.4) if 
the corporation that paid the dividend were a taxable 
Canadian corporation, shall be deemed .to be interest 
received in the year and not a dividend received on a 
share of the capital stock of the payer corporation. 


Related Provisions: 248(1)“amount” — stock. dividend; 
248(13)— Interests in trusts and partnerships. 


Pre-RSC History: Subsec. 258(5) added by 1988, c..55, subsec. 
193(3), applicable after June 18, 1987. 


Pre-RSC History [s. 258]: S. 258 added by 1979,.c. 5, s. 67. 
Definitions [s. 258]: “amount” — 248(1); “Canada” — 255; “‘cor- 
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poration’, “dividend”, “income bond”, “grandfathered share”, “per- 


son” — 248(1); “resident in Canada” — 250; “share” — 248(1); 


“specified financial institution” — 248(1); “taxable Canadian cor- 


poration” — 89(1), 248(1); “taxation year” — 249; “term preferred 


share” — 248(1); “‘trust” — 248(1), (3); “writing” — Interpretation 
Act 35(1). 


Interpretation Bulletins [s. 258]: IT-88R2: Stock dividends. 


259. (1) Proportional holdings in trust prop- 
erty — For the purposes of subsections 146(6), (10) 
and (10.1) and 146.3(7), (8) and.(9) and Parts X, 
X.2, XI and XI.1, where at any time a taxpayer de- 
scribed in section 205 acquires, holds or disposes of 
a particular unit in a qualified trust and the trust 
elects for any period that includes that time to have 
the provisions of this subsection apply, 


(a) the taxpayer shall be deemed not to acquire, 
hold or dispose of at that time, as the case may 
be, the particular unit; 

(b) where the taxpayer holds the particular unit at 
that time, the taxpayer shall be deemed to hold at 
that time that proportion (referred to in this sub- 
section as the “specified portion”) of each prop- 
erty (in this subsection referred to as a “relevant 
property”) held by the trust at that time that one 
(or, where the particular unit is a fraction of a 
whole unit, that fraction) is of the number of units 
of the trust outstanding at that time; 


(c) the cost amount to the taxpayer at that time of 
the specified portion of a relevant property shall 
be deemed to be equal to the specified portion of 
the cost amount at that time to the trust of the rel- 
evant property; : 

(d) where that time is the later of 


(i) the time the trust acquires the relevant 
property, and 
(ii) the time the taxpayer acquires the particu- 
lar unit, | 
the taxpayer shall be deemed to acquire the speci- 
fied portion of a relevant property at that time; 


(e) where that time is the time the specified por- 
tion of a relevant property is deemed by para- 
graph (d) to have been acquired, the fair market 
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value of the specified portion of the relevant 
property at that time shall be deemed to be the 
specified portion of the fair market value of the 
relevant property at the time of its acquisition by 
the trust; 


(f) where that time is the time immediately before 
the time the trust disposes of a particular relevant 
property, the taxpayer shall be deemed to dispose 
of, immediately after that time, the specified por- 
tion of the particular relevant property for pro- 
ceeds equal to the specified portion of the pro- 
ceeds of disposition to the trust of the particular 
relevant property; 


(g) where that time is the time immediately 
before the time the taxpayer disposes of the par- 
ticular unit, the taxpayer shall be deemed to dis- 
pose of, immediately after that time, the specified 
portion of each relevant property for proceeds 
equal to the specified portion of the fair market 
value of that relevant property at that time; and 


(h) where the taxpayer is deemed because of this 
subsection 


(i) to have acquired a portion of a relevant 
property as a consequence of the acquisition 
of the particular unit by the taxpayer and the 
acquisition of the relevant property by the 
trust, and 


(ii) subsequently to have disposed of the spec- 
ified portion of the relevant property, 


the specified portion of the relevant property 
shall, for the purposes of determining the conse- 
quences under this Act of the disposition and 
without affecting the proceeds of disposition of 
the specified portion of the relevant property, be 
deemed to be the portion of the relevant property 
referred to in subparagraph (i). 

Related Provisions: 206(2.1) — Exemption from Part XI tax 

when election made. 


(2) Proportional holdings in corporate prop- 
erty — Subsection (1) applies to an election by a 
qualified corporation as if 


(a) the reference to “a qualified trust” were read 
as “the capital stock of a qualified corporation”; 


(b) the references to “unit” were read as “share”; 
and 


(c) the references to “the trust’ were read as “the 
corporation”. 


(3) Election — The election by a trust or a corpora- 
tion (in this subsection referred to as the “elector”) 
under subsection (1) shall be made by the elector fil- 
ing a prescribed form with the Minister and shall ap- 
ply for the period beginning 15 months before the 
day of filing thereof (or such later time as the elector 
designates in its election) and ending at such time as 
the election is revoked by the elector filing with the 
Minister a notice of revocation (or at such earlier 
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time within the 15-month period before the day on 
which the notice of revocation is filed with the Min- 
ister as the elector designates in its notice of 
revocation). 


Related Provisions: 206(2.1) — Exemption from Part XI tax 
when election made. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. 


Forms: T1024: Election to deem a proportional holding in quali- 
fied trust/corporate property. 


(4) Requirement to provide information — 
Where a trust or a corporation elects under subsec- 
tion (1), 


(a) it shall, not more than 30 days after making 
the election, notify each person who, before the 
election is made and during the period for which 
the election is made, held a unit in the trust or a 
share in the capital stock of the corporation, as 
the case may be, of the election; and 


(b) where any person who holds such a unit or 
share during the period for which the election is 
made makes a written request to the trust or the 
corporation for information that is necessary for 
the purpose of determining the consequences 
under this Act of the election for that person, the 
trust or the corporation, as the case may be, shall 
provide the person with that information. not 
more than 30 days after the receipt of the request. 


(5) Definitions — In this section, 


“qualified corporation” at any time means a corpo- 
ration described in paragraph 149(1)(0.2) where, at 
that time, 


(a) all the issued and outstanding shares of the 
capital stock of the corporation are identical to 
each other, or 


(b) all the issued and outstanding shares of the 
capital stock of the corporation are held by one. 
person; 


Related Provisions: 248(12) — Identical properties. 


“qualified trust’’ at any time means a trust (other 
than a registered investment or a trust that is pre- 
scribed to be a small business investment trust) 
where 


(a) each trustee of the trust at that time is a corpo- 
ration that is licensed or otherwise authorized 
under the laws of Canada or a province to carry 
on in Canada the business of offering to the pub- 
lic its services as a trustee or a person who is a 
trustee of a trust governed by a registered pension 
plan, 


(b) all the interests of the beneficiaries under the 
trust at that time are described by reference to 
units of the trust all of which are at that time 
identical to each other, 


(c) it has never before that time borrowed.money 
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except where the borrowing was for a term not 
exceeding 90 days and the borrowing was not 
part of a series of loans or other transactions and 
repayments, and 


(d) it has never before that time accepted 
deposits. 


Related Provisions: 149(1)(0.4)— No tax payable by master 
trust; 248(12) — Identical properties. 


Regulations: 5103 (prescribed small business investment trust; 
needs to be amended to apply for 259(5) rather than 259(3)). 


History [s. 259]: S. 259 substituted by 1994, c. 21, s..115, subsecs. 
(1), (3) and (5) applicable to periods occurring after 1985, subsec. 
(2) applicable to periods occurring after 1991, and subsec. (4) appli- 
cable to elections made after December 21, 1992. That section for- 
merly read: 


259. (1) Proportional holdings in trust property — For the 
purposes of subsections 146(6), (10) and (10.1) and 146.3(7) 
to (9) and Parts X, X.2, XI and XI.1 of this Act and subsec- 
tions 146.2(12), (13) and (14) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, where at any 
time a taxpayer described in section 205 acquires, holds or 
disposes of an interest in a qualified trust and the trust elects 
for any period that includes that time to have the provisions 
of this subsection apply, the taxpayer shall be deemed 


(a) not to acquire, hold or dispose of at that time, as the 
case may be, that interest in the trust; 


(b) to hold at that time that proportion (in this subsection 
- referred to as the taxpayer’s “specified portion”) of each 
property of the trust that the number of units of the trust 
held by the taxpayer at that time is of the number of units 
of the trust outstanding at that time, and the cost amount 
to the trust of the taxpayer’s specified portion of each 
such property shall be deemed to be the cost amount to 
the taxpayer of the taxpayer’s specified portion of the 
property; 
(c) to acquire the taxpayer’s specified portion of each 
property of the trust at the later of 


(i) the date the trust acquires the property, and 


(ii) the date the taxpayer acquires the interest in the 
trust, 


and the fair market value, at the time of acquisition by 
the taxpayer, of the taxpayer’s specified portion of the 
property shall be deemed to be the fair market value of 
that specified portion of the property at the time of its 
acquisition by the trust; and 


(d) to dispose of the taxpayer’s specified portion of each 
property of the trust at the earlier of 


(i) the date the trust disposes of the property, and 


(ii) the date the taxpayer disposes. of the interest in 
the trust 
for proceeds equal to, 
(iii) where subparagraph (i) applies, the proceeds of 
disposition to the trust of the taxpayer’s specified 
portion of the property, and 
(iv) where subparagraph (ii) applies, the fair market 
value, immediately before the disposition of the in- 
terest, of the taxpayer’s specified portion of the 
property. 
(2) Election — The election. by a trust under subsection (1) 
shall be made by the trust filing a-prescribed form with the 
Minister and shall be applicable in respect of the period com- 
mencing 15 months before the date of filing thereof (or such 
later time as the trust may designate in its election) and end- 
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ing at such time as the election is revoked by the trust filing 
with the Minister a notice of revocation (or at such earlier 
time within the 15 month period immediately preceding the 
date on which the notice of revocation is filed with the Minis- 
ter as the trust may designate in its notice of revocation). 


(3) Definition of “qualified trust” — In this section, “quali- 
fied trust” means a trust, other than a registered investment or 
a trust that is prescribed to be a small business investment 
trust, where 


(a) each trustee of the trust is a corporation that is li- 
censed or otherwise authorized under the laws of Canada 
or a province to carry on in Canada the business of offer- 
ing to the public its services as trustee or a person who is 
a trustee of a trust governed by a registered pension fund 
or plan; 


(b) the interests of the beneficiaries under the trust are 
described by reference to units of the trust that are identi- 
cal in all respects and any difference between the interest 
in the trust of each beneficiary and the interest in the trust 
of each other beneficiary is dependent solely on the dif- 
ference in the number of units held by those 
beneficiaries; drs 

(c) it has never borrowed money except where the bor- 
rowing was for a term not exceeding 90 days and was not 
part of a series of loans or other transactions and 
repayments; 


(d) it has never accepted deposits; and 
(e) it complies with prescribed conditions. 


Para. 259(3)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
142, applicable to borrowings occurring after 1990. Para. (3)(c) for- 
merly read: 


(c). it has never borrowed money; 


Pre-RSC History [s. 259]: Para. 259(1)(b) amended by 1987, c. 
46, s. 71.1; to add “and the cost amount to the trust of the taxpayer’s 
specified portion of each such property shall be deemed to be the 
cost amount to the taxpayer of his specified. portion. of the prop- 
erty”, applicable with respect to periods occurring after 1985. 


S. 259. substituted by 1986, c. 6, s. 129, applicable with respect to 
periods occurring after 1985. S. 259 formerly read: 


259. (1) Presumption — For the purposes of subsections 
146(6) and (10), 146.2(12), (13) and (14) and 146.3(7), (8) 
and (9) and Parts X, X.2, XI and XI.1, where at any time in a 
taxation year a taxpayer described in any of paragraphs 
205(b) to (f) acquires, holds or disposes of an interest in a 
qualified trust that was not a qualified investment for the tax- 
payer in 1980 and the trust and each beneficiary of the trust 
during the year jointly elect to have the provisions of this sub- 
section apply, the taxpayer shall be deemed 


(a) to acquire, hold or dispose of at that time, as the case 
may be, that portion of each property of the. trust that his 
interest, at that time, in any income of the trust, computed 
as if no amounts were paid or payable to its beneficiaries, 
is of all such interests; 


(b) to acquire the portion referred to in paragraph (a) of 
each property of the trust at the later of 


(i) the date the trust acquires the property, and 


(ii) the date the taxpayer acquires that interest in the 
trust; and 


(c) to dispose of the portion-referred to in paragraph (a) ° 
of each property of the trust at the earlier of 


(i). the date the trust disposes of the property, and 


(ii) the date the taxpayer disposes of that interest in 
the trust; and 
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(d) not to acquire, hold or dispose of at that time, as the 
case may be, that interest in the trust. 


(2) Idem — For the purposes of Part XI, where at any time in 
a taxation year a taxpayer described in paragraph 205(a) ac- 
quires or holds an interest in a foreign trust and the trust and 
each beneficiary of the trust during the year jointly elect to 
have the provisions of this subsection apply, the taxpayer 
shall be deemed 


(a) to hold at that time that portion of each property of 
the trust that his interest, at that time, in any income of 
the trust, computed as if no amounts were paid or payable 
to its beneficiaries, is of all such interests; 


(b) to acquire the portion referred to in paragraph (a) of 
each property of the trust at the later of 


(i) the date the trust acquires the property, and 


(ii) the date the taxpayer acquires that interest in the 
trust, and 


(c) not to acquire or hold at that time, as the case may be, 
that interest in the trust. 


(3) Definitions — In this section, 
(a) “qualified trust” means a trust that 
(i) is not a registered investment, 


(ii) under which the proportion that a beneficiary’s 
share of the income of the trust from any property of 
the trust bears to his share of the income of the trust 
is the same as the proportion so determined in re- 
spect of every other beneficiary of the trust in respect 
of that property, and for the purposes of this subpara- 
graph, the income of the trust from a property of the 
trust and the income of the trust shall be computed as 
if no amounts were paid or payable by the trust to its 
beneficiaries, 


(iii) that has as its sole trustee a corporation licensed 
or otherwise authorized under the laws of Canada or 
a province to carry on in Canada the business of of- 
fering to the public its services as trustee, and 


(iv) that complies with prescribed conditions; and 
(b) “foreign trust” means a trust 


(i) any interest in which is foreign property (within 
the meaning assigned by subsection 206(2)), 


(ii) under which the proportion that a beneficiary’s 
share of the income of the trust from any property of 
the trust bears to his share of the income of the trust 
is the same as the proportion so. determined in re- 
spect of every other beneficiary of the trust in respect 
of that property, and for the purposes of this subpara- 
graph, the income of the trust from a property of the 
trust and the income of the trust shall be computed as 
if no amounts were paid or payable by the trust to its 
beneficiaries, and 


(iii) that has as its sole trustee a corporation licensed 
or otherwise authorized under the laws of Canada or 
a province to carry on in Canada the business of of- 
fering to the public its services as trustee. 


S. 259 added by 1980-81-82-83, c. 48, s. 114, applicable, as to sub- 
sec. 259(1), to 1980 et seq., and, as to subsec. 259(2), to 1979 et 
seq. 

Definitions [s. 259]: “business” — 248(1); “Canada” — 255; 
“corporation” — 248(1), Interpretation Act 35(1); “cost amount” — 
248(1); “identical” — 248(12); “Minister”, “person”, “pre- 
scribed” — 248(1); “qualified corporation”, “qualified trust” — 
259(5); “registered investment” — 204.4(1), 248(1); “registered 
pension plan” — 248(1); “relevant property” — 259(1)(b); 


Income Tax Act 


“share” — 248(1); “small business investment trust” — Reg. 5103; 
“series. of transactions” — 248(10); “specified . portion”. — 
259(1)(b); “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3); 
“written” — Interpretation Act 35(1) [“writing”]. 


Regulations [s. 259]: 5103 (small business investment trust). 


Interpretation Bulletins [s. 259]: IT-320R2: RRSPs — quali- 
fied investments. 


260. (1) Definitions — In this section, 


“qualified security” means 


(a) a share of a class of the capital stock of a cor- 
poration that is listed on a prescribed stock ex- 
change or of a class of the capital stock of a cor- 
poration that is a public corporation by reason of 
the designation of the class by the corporation in 
an election made under subparagraph (b)(i) of the 
definition “public corporation” in subsection 
89(1) or by the Minister in a notice to the corpo- 
ration under subparagraph (b)(ii). of that 
definition, 


(b) a bond, debenture, note or similar obligation 
of a corporation described in paragraph (a) or of a 
corporation that is controlled by such a 
corporation, 


(c) a bond, debenture, note or similar obligation 
of or guaranteed by the government of any coun- 
try, province, state, municipality or other political 
subdivision, or a corporation, commission, 
agency or association controlled by any such per- 
son, or 


(d) a warrant, right, option or similar instrument 
with respect to a share described in paragraph (a); 


Regulations: 3200, 3201 (prescribed stock exchanges). 


“securities lending arrangement” means an ar- 
rangement under which 


(a) a person (in this section referred to as the 
“lender’’) transfers or lends at any particular time 
a qualified security to another person (in this sec- 
tion referred to as the “borrower’’) with whom the 
lender deals at arm’s length, 


(b) it may reasonably be expected, at the particu- 
lar time, that the borrower will transfer or return 
after the particular time to the lender a security 
(in this section referred to as an “identical secur- 
ity’’) that is identical to the security so transferred 
or lent, 


(c) where the qualified security is a share of the 
capital stock of a corporation, the borrower is ob- 
ligated to pay to the lender amounts equal to and 
as compensation for all dividends, if any, paid on 
the security that would have been received by the 
borrower if the borrower had held the security 
throughout the period beginning after the particu- 
lar time and ending at the time an identical secur- 
ity is transferred or returned to the lender, and 


(d) the lender’s risk of loss or opportunity for 
gain or profit with respect to the security is not 
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changed ‘in any material respect, 


but does not include an arrangement one of the main 


purposes of which may reasonably be considered to 
be'to avoid or defer the inclusion in income of any 
gain or profit with respect to the security. 

Related Provisions: 112(2. 3) — Dividend rental arrangements: 


248(1)“securities lending arrangement” eisehnmion applies to en- 
tire Act; 248(12) — “Identical properties. 


History: Para. (c) of “securities lending arrangement” substituted 


by 1994,'c. 7, Sch. II (1991, c. 49);'subsec. 199(1), applicable to — 


transfers; loans and payments made after’ spel 26, 1989. Para. (c) 
formerly read: -; 


- (c) the borrower is obligated to pay to the lender amounts 
equal to'and as compensation forall dividends, if any, paid‘on 
the security, after the particular time and before; an identical 
security, is.transferred or returned to the lender, and 


(2) Non-disposition — Subject to subsections (3) 
and (4), for the purposes of this Act, any transfer or 


loan by a lender of a security under a securities lend- | 


ing arrangement shall be deemed not'to be’a disposi- 


tion of the security and the security shall be deemed | 


to continue to be property of the lender and, for the 
purposes of this subsection, a security shall be 
deemed to include an identical security that has been 
transferred or returned to the lender under the 
arrangement. 


(3) Disposition. of right tis Sate at. any. time, a 
lender. receives property. (other,than an identical se- 
curity or an amount deemed by.subsection; (4) to 
have been received as proceeds of disposition) in sat- 
isfaction of or in exchange for the lender’s right 
under a securities lending arrangement to receive the 
transfer or return of an identical security, for the pur- 
poses of this Act the lender shall be deemed to have 
disposed at that time of the security that was trans- 
ferred or lent for proceeds of disposition equal to the 
fair market value of the’property received for the dis- 
position of the right (other than any portion thereof 
that is deemed to have been received by the lender as 
a taxable dividend), ‘except that section 51;°85.1, 86 
or 87, as the case may be, shall apply im computing 
the income of the lender with respect to any such 
disposition as if the security transferred or lent had 
continued to be the Jender’s property and the lender 
had ‘received the property directly. 


(4) Idem — Where, at any time, it may reasonably 
be considered that a lender would have received pro- 
ceeds of disposition for-a security that: was trans- 
ferred or lent under a securities lending arrangement, 
if the security had not been transferred or lent, the 
lender shall be deemed to have disposed of the se- 
curity at that time for those proceeds. of disposition. 


(5) Deemed dividend — For the purposes ‘of this 
Act, any amount received (other.than an amount re- 
ceived as proceeds of disposition or an’ amount re- 
ceived by a corporation under an arrangement where 
it may reasonably be considered that one of the main 


S..260(6.1) 


. reasons for the corporation entering into the arrange- 


ment was to enable it to receive an amount: that 
would otherwise have been deemed by this subsec- 
tion to. be a dividend) | 


(a) under a’ securities lending nitenigierhbest from a 
person resident in Canada, or a person not. resi- 
dent in Canada where the amount was'paid in the 
course of carrying on business in Canada through 
a permanent establishment-as defined by regula- 
tion, or, , 


_.(b) by or from a person ation isa rwpimered secur- 
ities dealer resident in Canada, where the amount 
is received or:paid, as the case may be, in the or- 
dinary course’of the business of trading in securi- 
ties carried on by the dealer, 


as compensation for a’ taxable dividend paid'on a 
share of the capital stock of a public corporation that 
is a qualified security shall, to the extent of the 
amount of that dividend, be deemed to have been re- 
ceived as a taxable dividend on the share from the 
corporation. 

Related Provisions: 82(1)(a)(Gi)(B) — Amount deemed received 
by’ another person excluded from taxable dividends of individual; 


248(1)‘‘dividend rental CSA — Dividend rental arrange- 
ment where 260(5) applies. 


History: Para. 260(5)(b) amended by 1995, c. 21, subsec. 75(1), 
applicable to transfers, loans and payments made after April 26, 
1989. Para. (b) formerly read: 


(b) by or from a person resident i in Canada who is eed 

or licensed under the laws of a province to trade in securities 

where. the.amount is received or paid, as the case may be; in 

the ordinary course of the business of trading or dealing in 

securities carried on by that person, 
Regulations: 8201 (permanent establishment). 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada. 


(6) Non-deductibility — In computing a tax- 
payer’s income under Part I from a business or 
property — : 
(a) where the taxpayer is nota registered securi- 
ties dealer, no deduction shall be made in respect 
of an amount that, if paid, would be deemed by 
subsection (5) to have been received by another 
person as a taxable dividend; and 


(b) where the taxpayer is a registered securities 
dealer, no deduction shall be made in respect of 
more than 7/3 of that amount. 


Related Provisions: 260(6.1)— Deductible amount. 


History: Subsec.’260(6) amended by 1995, c. 21, subsec. 75(2), 
applicable to payments made after June 1989. Subsec. (6) formerly 
read: 
(6) Non-deductibility — In computing the income of a tax- 
payer under Part I from a business or property, no deduction 
shall be made in respect of an amount that, if paid, would be 
deemed by subsection (5) to have been received by another 
person as a taxable dividend. 


(6.1) Deductible amount — Notwithstanding sub- 
section (6), there may be deducted in computing a 
corporation’s income under Part I from a business or 
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property for a taxation year an amount equal to the 
lesser of 


(a) the amount that the corporation is obligated to 
pay to another person under an arrangement de- 
scribed in paragraphs (c) and (d) of the definition 
“dividend rental arrangement” in subsection 
248(1) that, if paid, would be deemed by subsec- 
tion (5) to have been received by another person 
as a taxable dividend, and 


(b) the amount of the dividends received by the 
corporation under the arrangement that were 
identified in its return of income under Part I for 
the year as an amount in respect of which no 
amount was deductible because of subsection 
112(2.3) in computing the taxpayer’s taxable in- 
come or taxable income earned in Canada. 


Related Provisions: 260(7)(b) — No dividend refund on amount 
deductible under 260(6.1). 


History: Subsec. 260(6.1) added by 1995, c. 21, subsec. 75(2), ap- 
plicable to payments made 


(a) after April 1989, where the corporation has elected under 
subsec. 74(3) (of 1995, c. 21—see under 248(i)‘‘dividend 
rental arrangement’), except that, for the purposes of para. 
260(6.1)(b), a dividend received after April 1989 and before 
July 1994 that was identified in the corporation’s return of in- 
come under Part I of the Act for its first taxation year that ends 
after June 22, 1995 shall be deemed to have been identified in 
its return of income under that Part for its taxation year in 
which the dividend was received; and 


(b) after June 1994, in any other case. 


(7) Dividend refund — For the purposes of section 
129, 


(a) any amount paid by a corporation that is not a 
registered securities dealer (other than an amount 
for which a deduction in computing income may 
be claimed under subsection (6.1)), and ° 


(b) 4 of any amount paid by a corporation that is 
a registered securities dealer (other than an 
amount for which a deduction in computing in- 
come may be claimed under subsection (6.1)) 


that is deemed by subsection (5) to have been re- 
ceived by another person as a taxable dividend shall 
be deemed to have been paid by the corporation as a 
taxable dividend. 


History: Subsec. 260(7) amended by 1995, c. 21, subsec. 75(2), 
applicable to payments made after June 1989, except that in its ap- 
plication to payments made after June 1989 and before July 1994 
with respect to a corporation that has not elected under subsec. 
74(3) (of 1995, c. 21 —see under 248(1)“dividend rental arrange- 
ment”), subsec. 260(7) shall be read without reference to the expres- 
sion “(other than an amount for which a deduction in computing 
income may be claimed under subsection (6.1))”. Subsec. (7) for- 
merly read: 


(7) Dividend refund — For the purposes of section 129, any 
amount paid by a corporation that is deemed by subsection 
(5) to have been received by another person as a taxable divi- 
dend shall be deemed to have been paid by the corporation as 
a taxable dividend. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


Income Tax Act 


(8) Non-resident withholding tax — For the 
purposes of Part XIII, 


(a) any amount paid or credited under a securities 
lending arrangement by or on behalf of the bor- 
rower to the lender as compensation for any inter- 
est or dividend paid in respect of the security 
shall be deemed to be a payment made by the 
borrower to the lender of interest, except that 
where, throughout the term of the securities lend- 
ing arrangement, the borrower has provided the 
lender under the arrangement with money in an 
amount of, or securities described in paragraph 
(c) of the definition “qualified security” in sub- 
section (1) that have a fair market value of, not 
less than 95% of the fair market value of the se- 
curity and the borrower is entitled to enjoy, di- 
rectly or indirectly, the benefits of all or substan- 
tially all income derived from, and opportunity 
for gain with respect of, the money or securities, 


(i) the amount paid or credited shall, to the ex- 
tent of the amount of the interest or dividend 
paid in respect of the security, be deemed to 
be a payment made by the borrower to the 
lender of interest or a dividend, as the case 
may be, payable on the security, 


(ii) the amount paid or credited shall, to the 
extent of the amount of the interest, if any, 
paid in respect of the security, be deemed for 
the purpose of subparagraph 212(1)(b)(vii) to 
have been payable by the issuer of the secur- 
ity, and 


(iii) the security shall be deemed to be a se- 
curity described in subparagraph 212(1)(b)(ii) 
if it is a security described in paragraph (c) of 
the definition “qualified security” in subsec- 
tion (1), and 


(b) any amount paid or credited under a securities 
lending arrangement by or on behalf of the bor- 
rower to the lender as, on account of, in lieu of 
payment of or in satisfaction of, a fee for the use 
of the security shall be deemed to be a payment 
made by the borrower to the lender of interest 
and, for the purposes of this paragraph, where the 
borrower has at any time provided the lender with 
money, either as collateral or consideration for 
the security, and the borrower does not under the 
arrangement pay or credit a reasonable amount to 
the lender as, on account of, in lieu of payment of 
or in satisfaction of, a fee for the use of the secur- 
ity, the amount, if any, by which 


(i) interest on the money computed at the pre- 
scribed rates in effect during the term of the 
arrangement 


exceeds 


(ii) the amount, if any, by which any amount 
that the lender pays or credits to the borrower 
under the arrangement exceeds the amount of 
the money 
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shall be deemed to be an amount paid under the 
arrangement by the borrower to the lender as a 
fee for the use of the security, at the time that an 
identical security is or can reasonably be ex- 
pected to be transferred or returned to the lender, 


and, for the purposes of Part XIII and any agreement 
or convention between the Government of Canada 
and the government of another country that has the 
force of law in Canada, any amount deemed by this 
subsection (other than subparagraph (a)(i) or (ii)) to 
be a payment of interest shall be deemed not to be 
payable on or in respect of the security. 


Related Provisions: 212(1)(b)(xii) — Exemption from withhold- 
ing tax; 212(19) — Special tax on securities dealers re non-resident 
withholding tax exemption. 


History: Subpara. 260(8)(a)(Gii) added by 1994, c. gee s. 116, appli- 
cable to securities lending arrangements entered into after May 28, 
1993. eS . 


Subsec. 260(8) substituted by 1994, c. 7, Sch. If (1991, c. 49), sub- 
sec. 199(2), applicable to transfers, loans and payments made after 
April 26, 1989, except that, in its application to transfers, loans and 
payments made before May 27, 1989, para. 260(8)(a) shall be read 
as follows: 


(a) any payment made by or on behalf of the borrower to the 
lender as compensation for any interest or dividend paid in 
respect of the security shall be deemed to be a payment by the 
borrower to. the lender of interest or a dividend, as the case 
may be, on the security; and 


Subsec. 260(8) formerly read: 


(8) Non-resident withholding tax — For the purposes of 
Part XIII, 


(a) any payment made under a securities lending arrange- 
ment by or on behalf of the borrower to the lender as 
compensation for any interest or dividend paid in respect 
of the security shall be deemed to be a payment made by 
the borrower to the lender of interest, except that where, 
throughout the term of the securities lending arrangement 
the borrower has provided to the lender under the ar- 
rangement cash in an amount of, or securities described 
in paragraph (c) of the definition “qualified security” in 
subsection (1) that have a fair market value of, not less 
than 95% of the fair market value of the security and the 
borrower is entitled to enjoy, directly or indirectly, the 
benefits of substantially all income derived from and op- 
portunity for gain with respect to the cash or securities, 
the payment shall be deemed to be a payment by the bor- 
rower to the lender of interest or a dividend, as the case 
may be, payable on the security; and 


(b) any payment made under a securities lending arrange- 
ment by or on behalf of a borrower of a security to the 
lender for the use of the security shall be deemed to be a 
payment made by the borrower to the lender of interest 
and, for the purposes of this paragraph, any profit earned 
by the lender that may reasonably be considered to have 
resulted from the securities lending arrangement, other 
than any payment made by or on behalf of the borrower 
to the lender as compensation for any interest or dividend 
paid on the security, shall be deemed to be a payment 
made under the securities lending arrangement by the 
borrower of the security to the lender for the use of the 
security. 


(9) Restricted financial institution — For the 
purposes of subsection 187.3(1), where at any time a 
dividend is received by a restricted financial institu- 
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tion on a share that was last acquired before that time 
pursuant to an obligation of a borrower to return or 
transfer a share under a securities lending arrange- 


| ment, an acquisition of the share under the arrange- 


ment shall be deemed at and after that time not to be 
an acquisition of the share. 


Pre-RSC History [s. 260]: S. 260 enacted by 1990, c. 39, s. 55, 

subsecs. 260(1) to (5), (8) and (9) applicable with respect to trans- 

fers, loans and payments made after April 26, 1989, except that 
(a) in applying para. (a) of the definition “securities lending ar- 
rangement” in subsec. 260(1) to. transfers, loans and payments 
made before May 27, 1989, that para. shall be read without ref- 
erence to the words “with whom the person was dealing at 
arm’s length’; 
(b) in applying subsec. 260(5) to transfers, loans and payments 
made before May 27, 1989, it shall be read without reference to 
the words “from a person resident in Canada, or a person not 

- resident in Canada where the amount was paid in the course of 

carrying on business in Canada through a permanent establish- 
ment as defined by regulation’; and 


(c) in applying subsec. 260(8) to transfers, loans and payments 
made before May 27, 1989, para. (a) thereof shall be read as 
follows: 


“(a) any payment made by or on behalf of the borrower 
to the lender as compensation for any interest or dividend 
paid in respect of the security shall be deemed to be a 
payment by the borrower to the lender of interest or a 
dividend, as the case: may be, on the security; and”; 


subsecs. 260(6) and (7) applicable (by subsec. 55(3), as amended by 
1994, c. 7, Sch. I (1991, c: 49), s. 258 and 1994, c. 21, s. 133 (both 
deemed to have come into force October 23, 1990)) with respect to 
payments made after June 1989 except that in their application to 
such payments made before July 1994 by a person who is registered 
or licensed under the laws of a province to trade in securities, they 
shall be read as follows: 


(6) In computing the income of a taxpayer under Part I from a 
business or property, no deduction shall be made in respect of 
more than 7/3 of an amount that, if paid, would be deemed by 
subsection (5) to have been received by another person as a 
taxable dividend. 


(7) For the purposes of section 129, '/3 of any amount paid by 
a corporation that is deemed by subsection (5) to have been 
received by another person as a taxable dividend shall be 
deemed to have been paid by the corporation as a taxable 
dividend. 


Definitions [s. 260]: “amount” — 248(1); “arm’s length” — 
251(1); “business” — 248(1); “carrying on business in Canada” — 
253; “class” — 248(6); “class” — of shares 248(6) “corporation” — 
248(1); “disposition” — 54; “dividend” — 248(1); “identical” — 
248(12); “person”, “property” — 248(1); “public corporation” — 
89(1), 248(1); “qualified security” — 260(1); “registered securities 
dealer” — 248(1); “resident in Canada” — 250; “securities lending 
arrangement” — 248(1), 260(1); “share” — 248(1); “taxable divi- 
dend” — 89(1), 248(1) 
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REVISED STATUTES OF CANADA 1985, CHAPTER 2 (STH SUPPLEMENT), AS AMENDED 
BY 1994) cos 215 19), CC. 21 Hee CD 


7. Short title — This Act may be cited as the In- 
come Tax Application Rules. 


‘Part |— Income Tax 
Application Rules, 1971. 


Interpretation 


8. Definitions — In this Act, 


“amended Act” means, according to the context in 


which that expression appears, 


(a) the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as amended by 
section 1 of chapter 63 of the Statutes of Canada, 
1970-71-72, and by any subsequent Act, and 


(b) the Income Tax Act, as amended from time to 
time; 


‘former Act’? means the Income Tax. Act, chapter 
148. of the Revised Statutes of Canada, 1952, as it 
was before being amended by section 1 of chapter 63 
of the Statutes of Canada, 1970-71-72. 


Pre-RSC History: The definition “amended Act” was para. 8(a); 
“former Act”, 8(b). 


Application of 1970-71-72, c. 63, s. 1 


9. Application of 1970-71-72, c. 63, s. 1 — Sub- 


ject to the amended Act and this Act, section 1 of 
chapter 63 of the Statutes of Canada, 1970-71-72, 
applies to the 1972 and subsequent taxation years. 
Related Provisions: ITAR 65.1 — Part XV of amended Act. 


9.1 [Repealed under former Act] 


Pre-RSC History: S. 9.1 repealed by 1977-78, c..1, s. 102, appli- 
cable with respect to dividends paid after March cas 1977. S. 2.1 
formerly read: ~ 


_ 9.1 Application of Part VIIl of amended Act — Part VII of 
the amended Act is applicable to dividends paid by a corpora- 
tion (in this section referred to as the “payer corporation’) 
where the control of the payer corporation was acquired after 
1954, except where the control was acquired after 1954 by a 
non-resident corporation from another non-resident person 
that acquired control of the payer.corporation before 1955. 


Application of Part XIII of Amended Act. 


10. (1)-(3) [Repealed under former Act]; 


Pre-RSC History: Subsecs. 10(1)—-(3) repealed by 1985, 'c. 45, s. 
127. Subsecs. 10(1)-(3)- formerly read: 


10. (1) Application of Part XIII of amended Act — Part 
XIII of the: amended Act is ita tay to amounts paid or 
credited after 1971. 


(2) Idem — Where before 1976 an amount is paid or credited 
or is deemed by Part I of the amended Act to be paid or 
credited to a non-resident person, for the purposes of comput- 
ing the tax under Part XIII thereof payable by the non-resi- 


dent person on the amount, 


(a) the references in subsections 212(1) and (2) thereof to 
“25% shall be read as references to “15%; and 


-(b) the references in subsection 212(5) thereof to eg ch 
shall be read as a reference to “10%”. 


(3) Idem — Where before 1976 an amount as described in 

subsection 216(4) of the amended Act becomes available for 

remittance to a non-resident person, the reference in that sub- 

section to “25%” shall be read-as a reference to “15%”. 
Paras. 10(2)(a), (b) substituted for paras. 10(2)(a)-(c) by 1973-74, c. 
14, subsec. 70(1). 


(4) Application of Part XIll of amended Act — 
Where an amount is paid or credited by a person res- 


‘ident in Canada to a non-resident person _ 


(a) who is resident in a prescribed country, and 


(b) with whom the person resident 1 in Canada was 
dealing at arm’s length, 


as, on account or in lieu of payment of or in satisfac- 
tion of, interest payable on any bond, debenture, 
mortgage, note or similar obligation issued before 
1976 by the person resident in Canada to the non- 
resident person, for the purposes of computing the 
tax under Part XIII of the amended Act payable by 
the non-resident person on the amount, the reference 
in subsection 212(1) of that Act to “25%” shall be 
read as a reference to “15%”. 


Regulations: 1600 (prescribed country). 


(5) Certificates of exemption — Any certificate 
of exemption issued by the Minister under subsec- 
tion 106(9) of the former Act that was in force on 
December 31, 1971 shall, for the purposes of subpar- 
agraph 212(1)(b)Gv) of the amended Act, 


(a) be deemed to have been issued under subsec- 
tion 212(14) of the amended Act; and 


(b) be deemed ~ 


(i) in respect of interest payable on any bond, 
debenture or similar obligation acquired on or 
before December 31, 1971 by the person to 
whom the certificate was issued, to have been 
in force on January 1, 1972 and thereafter 
without interruption, 


except that if the person to whom the certificate 
was issued has ceased at any time after 1971 to 
be exempt, under the laws of the country of 
which the person is a resident, from the payment 
of income tax to the government of that country, 
the certificate ceases to be in force 

(iii) in respect of interest described in. subpar- 

agraph (i), on the day on which the person 

first so ceased to be exempt. 


Pre-RSC. History: Para. AON) substituted by 1973-74, c. 14, 
subsee; 70(2). 


Information Circulars: 77-16R4: Now resident income tax. 


(6). Limitation on non-resident’s tax rate — 
Notwithstanding any provision of the amended Act, 
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where an agreement or convention between the Gov- 
ernment of Canada and the government of any other 
country that has the force of law in Canada provides 
that where an amount is paid or credited, or deemed 
to be paid or credited, to a resident of that other 
country the rate of tax imposed thereon shall not ex- 
ceed a specified rate, 


(a) any reference in Part XIII of the amended Act 
to a rate in excess of the specified rate shall, in 
respect of such an amount, be read as a reference 
to the specified rate; and 


(b) except where the amount can reasonably be 
attributed to a business carried on by that person 
in Canada, that person shall, for the purpose of 
the agreement or convention in respect of the 
amount, be deemed not to have a permanent es- 
tablishment in Canada. 


Pre-RSC History: Subsec. 10(6) added by 1974-75-76, c. 26, s. 
127, applicable in respect of amounts paid or credited to non-resi- 
dent persons after 1975. 


11. (1)-(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 11(1)-(3) repealed by 1985, c. 45, 
subsec. 128(1). Subsecs. 11(1)-(3) formerly read: 


11. (1) Application of Part XIV of amended Act — Part 
XIV of the amended Act is applicable to the 1972 and subse- 
quent taxation years except that, in its application to the 1972 
to 1975 taxation years, the references therein to “25%” shall 
be read as references to “15%”. 


(2) Idem — Where a corporation, other than a non-resident 
corporation, has a taxation year part of which is before and 
part of which is after the commencement of 1972, the tax 
payable by it under Part XIV of the amended Act for that tax- 
ation year is that proportion of the tax under that Part other- 
wise payable by it for the year that the number of days in that 
portion of the taxation year that is in 1972 is of the number of 
days in the whole taxation year. 


(3) Idem — Where a corporation has a taxation year part of 
which is after the commencement of 1976, the tax payable by 
it under Part XTV of the amended Act for that taxation year is 
the aggregate of 


(a) 15% of that proportion of the amount on which tax 
under that Part is payable by it for the taxation year that 
the number of days in that portion of the taxation year 
that is in 1975 is of the number of days in the whole taxa- 
tion year, and 


(b) 25% of that proportion of the amount on which tax 
under that Part is payable by it for the taxation year that 
the number of days in that portion of the taxation year 
that is in 1976 is of the number of days in the whole taxa- 
tion year. 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 11(4) repealed by 1985, c. 45, subsec. 
128(2), applicable to 1985 et seg. Subsec. 11(4) formerly read: 


(4) Idem — Notwithstanding any provision of the amended 
Act, where an agreement or convention between the Govern- 
ment of Canada and the government of any other country that 
has the force of law in Canada 


(a) does not limit the rate of any additional tax on corpo- 
rations carrying on business in Canada other than Cana- 
dian corporations, and 
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(b) provides that where a dividend is paid by a corpora- 
tion resident in Canada to a resident of that other country 
the rate of tax imposed thereon shall not exceed a speci- 
fied rate, 


any references in Part XIV of the amended Act and in para- 
graph (3)(b) to a rate in excess of the specified rate shall, in 
respect of a taxation year of a corporation to which that 
agreement or convention applies on the last day of that taxa- 
tion year, be read as a reference to the specified rate. 


Subsec. 11(4) added by 1976-77, c. 4, s. 78, applicable to 1976 et 
seq. 


References and Continuation of 
Provisions 


12. Definitions — In this section and sections 13 to 
18, 


“enactment” has the meaning assigned by section 2 
of the Interpretation Act; 


“new law” — [Not included in R.S.C. 1985] 


“old law”? means the Income War Tax Act, The 1948 
Income Tax Act, and the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, as 
amended from time to time otherwise than by section 
1 of chapter 63 of the Statutes of Canada, 1970-71- 
72, or any subsequent Act; 


“The 1948 Income Tax Act’’; means. The Income 
Tax Act, chapter 52 of the Statutes of Canada, 1948, 
together with all Acts passed in amendment thereof. 


Pre-RSC History: The definition “enactment” was para. 12(a); 
“old law”, para. 12(c); “The 1948 Income Tax Act”, para. 12(d). 


13. (1) References relating to same subject- 
matter — Subject to this Act and unless the context 
otherwise requires, a reference in any enactment to a 
particular Part or provision of the amended Act shall 
be construed, as regards any transaction, matter or 
thing to which the old law applied, to include a refer- 
ence to the Part or provision, if any, of the old law 
relating to, or that may reasonably be regarded as re- 
lating to, the same subject-matter. 


Interpretation Bulletins: IT-474R: Amalgamations of Canadian 
corporations. 


14, Part IV of former Act — Part IV of the former 
Act is continued in force but does not apply in re- 
spect of gifts made after 1971. 


15. Part Vill of former Act — Part VIII of the for- 
mer Act is continued in force but as though the refer- 
ences in that Part that, according to the context in 
which they appear, are references to or to provisions 
of the Income Tax Act were read as references to or 
to provisions of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as amended 
from time to time otherwise than by section 1 of 
chapter 63 of the Statutes of Canada, 1970-71-72, or 
any subsequent Act. 
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I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes. of Canada, 1952”). 


16. Construction of certain references — In 
any enactment, a reference by number to any provi- 
sion of the Income Tax Act that, according to the 
context in which the reference appears, is a reference 
to 


(a) a provision of Part IV of the former Act, 
(b) a provision of Part VIII of the former Act, or 


(c) a provision of the amended Act having the 

same number as a provision described in para- 

graph (a) or (b), 
shall, for greater certainty, be read as a reference to 
the provision described in paragraph (a), (b) or (c), 
as the case may be, and not to any other provision of 
the Income Tax Act or the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, having 
the same number. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


17. (1) Income War Tax Act, s. 8 — A taxpayer 
may deduct from the tax otherwise payable under 
Part I of the amended Act for a taxation year such 
amount as. would, if the Income War Tax Act applied 
to the taxation year, be deductible from tax because 
of subsections 8(6), (7) and (7A) of the Income War 
Tax Act. 


(2) S.C. 1947, c. 63, s. 16 — There may be de- 
ducted in:computing income for a taxation year 
under Part I of the amended Act an amount that 
would be deductible under section 16 of chapter 63 
of the Statutes of Canada, 1947, from income as de- 
fined by the Income War Tax Act if that Act applied 
to the taxation year. 


(3) Idem — There may be deducted from the tax for 
a taxation year otherwise payable under Part I of the 
amended Act an amount that would be deductible 
under section 16 of chapter 63 of the Statutes of 
Canada, 1947, from the total of taxes payable under 
the Income War Tax Act and The Excess Profits Tax 
Act, 1940, if those Acts applied to the taxation year. 


(4) Retrospection — Where there is a reference in 
the amended Act to any act, matter or thing done or 
existing before a taxation year, it shall be deemed to 
include a reference to the act, matter or thing, even 
though it was done or existing before the commence- 
ment of that Act. 


(5) Amount not previously included as in- 
come — Where, on the application of a method 
adopted by a taxpayer for computing income from a 
business, other than a business that is a profession, 
or farm or property for a taxation year to which the 
amended Act applies, an amount received in the year 
would not be included in computing the taxpayer’s 
income for the year because on the application of 


ITAR 18(2)(a) 


that method it would have been included in comput- 
ing the taxpayer’s income for the purposes of the /n- 
come Tax Act or the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, for a preced- 
ing taxation year in respect of which it was receiva- 
ble, if the amount was not included in computing the 
income for the preceding year, it shall be included in 
computing the income for the year in which it was 
received. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(6) S.C. 1949 (2nd S.), c. 25, s. 53 — There may 
be deducted in computing income for a taxation year 
under Part I of the amended Act an amount that 
would be deductible under section 53 of chapter 25 
of the Statutes of Canada, 1949 (Second Session), in 
computing income under The 1948 Income Tax Act 
if that Act applied to the taxation year. 


(7) idem — There may be deducted from the tax for 
a taxation year otherwise payable under Part I of the 
amended Act an amount that would be deductible 
under section 53 of chapter 25 of the Statutes of 
Canada, 1949 (Second Session) from the tax payable 
under Part I of The 1948 Income Tax Act if that Act 
applied to the taxation year. 


(8) Registered pension plan — A reference in 
the amended Act to a registered pension plan shall, 
in respect of a period while the plan was an approved 
superannuation or pension fund or plan, be construed 
as a reference to that approved superannuation or 
pension fund or plan. 

Pre-RSC History: Subsec. 17(8) amended by 1990, c. 35, s. 31, to 


substitute (in two places plus the heading) “registered pension plan” 
for “registered pension fund or plan”, applicable after 1985. 


18. (1) General depreciation provisions — 
Where the capital cost to a taxpayer of any deprecia- 
ble property that was acquired by him before 1972 
was required by any provision of the old law to be 
determined for the purpose of computing the amount 
of any deduction under any such provision in respect 
of that property, or would have been required by any 
provision of the old law to be determined for that 
purpose if any deduction under any such provision 
had been claimed by the taxpayer in respect of that 


property, the amount of the capital cost so required 


to be determined or that would have been so required 
to be determined, as the case may be, shall be 
deemed, for all purposes of the amended Act, to be 
the capital cost to the taxpayer of that property. 


(2) Idem — Where a taxpayer has acquired depre- 
ciable property before the beginning of the 1949 tax- 
ation year, for the purposes of section 13 of the 
amended Act and any regulations made under para- 
graph 20(1)(a) of that Act an amount equal to the to- 
tal of 


(a) all deductions allowed in computing the tax- 
payer’s income for the purpose of the Jncome 
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War Tax Act as “special depreciation”, “extra de- 
preciation” or allowances in lieu of depreciation 
for property the taxpayer had at the beginning of 
the 1949 taxation year (except deductions al- 
lowed under subparagraph 6(1)(n)(ii) of that 
Act), and 


(b) ' of all amounts allowed to the taxpayer 
under subparagraph 6(1)(n)(ii) of that Act for 
property that the taxpayer had at the beginning of 
the 1949 taxation year, 


shall be deemed to have been allowed to the tax- 
payer under regulations made under paragraph 
20(1)(a) of the amended Act in computing income 
for a taxation year before the 1949 taxation year. 


(3) Provisoes not applicable — The second and 
third provisoes to paragraph 6(1)(n) of the Income 
War Tax Act do not apply to sales made after the be- 
ginning of the 1949 taxation year. 


(4) Reference to depreciation — Reference in 
this section to depreciation shall be deemed to in- 
clude a reference to allowances in respect of depre- 
ciable property of a taxpayer made under paragraph 
5(1)(a) of the Income War Tax Act. 


(5) Deduction deemed depreciation — An 
amount deducted under paragraph 5(1)(u) of the Jn- 
come War Tax Act in respect of amounts of a capital 
nature shall, for the purpose of this section, be 
deemed to be depreciation taken into account in as- 
certaining the taxpayer’s income for the purpose of 
that Act or in ascertaining the taxpayer’s loss for the 
taxation year for which it was deducted. 
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19. (1) Income maintenance payments — Not- 
withstanding section 9, paragraph 6(1)(f) of the 
amended Act does not apply in respect of amounts 
received by a taxpayer in a taxation year that were 
payable to the taxpayer in respect of the loss, in con- 
sequence of an event occurring before 1974, of all or 
any part of the taxpayer’s income from an office or 
employment, under a plan, described in that para- 
graph, that was established before June 19, 1971. 


(2) Effect of certain changes made in plan 
established before June 19, 1971 — For the 
purposes of this section, a plan described in para- 
graph 6(1)(f) of the amended Act that was in exis- 
tence before June 19, 1971 does not cease to be a 
plan established before that date solely because of 
changes made therein on or after that date for the 
purpose of ensuring that the plan qualifies as one en- 
titling the employer of persons covered under the 
plan to a reduction, as provided for by subsection 
50(2) of the Unemployment Insurance Act, in the 
amount of the employer’s premium payable under 
that Act in respect of insured persons covered under 
the plan. 
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Interpretation Bulletins: IT-54: Wage loss replacement plans; 
IT-85R2: Health and welfare trusts for employees; IT-428: Wage 
loss replacement plans. 


20. (1) Depreciable property — Where the capi- 
tal cost to a taxpayer of any depreciable property ac- 
quired by the taxpayer before 1972 and owned by 
the taxpayer without interruption from December 31, 
1971 until such time after 1971 as the taxpayer dis- 
posed of it is less than the fair market value of the 
property on valuation day and less than the proceeds 
of disposition thereof otherwise determined, 


(a) for the purposes of section 13 of the amended 
Act, subdivision c of Division B of Part I of that 
Act and any regulations made under paragraph 
20(1)(a) of that Act, the taxpayer’s proceéds of 
disposition of the property shall be deemed to be 
an amount equal to the total of its capital cost to 
the taxpayer and the amount, if any, by which the 
proceeds of disposition thereof otherwise deter- 
mined exceed the fair market value of the prop- 
erty on valuation day; 


(b) where the property has, by one or more trans- 
actions or events (other than the death of a tax- 
payer to which subsection 70(5) of the amended 
Act applies) between persons not dealing at arm’s 
length, become vested in another taxpayer ~ 


(i) for the purposes of the amended. Act (other 
than, where paragraph 13(7)(e) of that. Act ap- 
plies in determining the capital cost to that 
other taxpayer of the property, for the pur- 
poses of paragraphs 8(1)(j) and (p) and sec- 
tions 13 and 20 of that Act), that other tax- 
payer shall be deemed to have acquired the 
property at a capital cost equal to the proceeds 
deemed to have been ‘received for the property 
by the person from whom that other Rersball 
acquired the property, and 


(ii) for the purposes of this ic that 
other taxpayer shall be, deemed to have ac- 
quired the property before 1972 at,a capital 
cost equal to the capital cost of the property to 
the taxpayer who actually owned the. property 
at the end of 1971, and to have owned. it with- 
out interruption from December 31, 1971 until 
such time after 1971 as that other taxpayer 
disposed of it; and 


(c) where the taxpayer is deemed by ‘subsection 

110.6(19) of the amended Act to have reacquired 

the property, 
(i) for the purposes of that Act (other than, 
where paragraph 13(7)(e) of that Act applies 
in determining the capital cost to the taxpayer 
of the property, for the purposes of paragraphs 
8(1)G) and (p) and sections 13 and 20 of that 
Act), the taxpayer shall be deemed to have re- 
acquired the property at a capital cost equal to 
the taxpayer’s proceeds of disposition of the 
property determined under paragraph (a) in re- 


1904 


Part I — Income Tax Application Rules, 1971 ITAR 20(1.1) 


spect of the disposition that immediately pre- 
ceded the reacquisition, and 


(ii) for the purposes of this subsection, the 
taxpayer’s capital cost of the property after 
the reacquisition shall be deemed to be equal 
to the taxpayer’s capital cost of the property 
before the reacquisition and the taxpayer shall 
be considered to have owned the property 
without interruption from December 31, 1971 
until such time after February 22, 1994 as the 
taxpayer disposes of it. 


Related Provisions: ITA 257 — Formulas cannot calculate to 
less than zero [rule does not apply explicitly to the ITARs]. 


History: Subpara. 20(1)(b)(i) amended by 1995, c. 3, subsec. 56(1), 
applicable to acquisitions of property that occur after May 22, 1985. 
Subpara. (i) formerly read: 


(i) for the purposes of section 13 of the amended Act, subdi- 
vision c of Division B of Part I of that Act and any regula- 
tions made under paragraph 20(1)(a) of that Act, that other 
taxpayer shall be deemed to have acquired the property at a 
capital cost equal to the proceeds deemed to have been re- 
ceived for the property by the person from whom that other 
taxpayer acquired the property, and 


Para. 20(1)(c) added by 1995, c. 3, subsec. 56(2), applicable to 1994 
et seq. 


Pre-RSC History: Ali that portion of para. 20(1)(b) preceding 
subpara. (i) substituted by 1974-75-76, c. 26, s. 128, applicable in 
respect of transactions or events occurring after May 6, 1974. That 
portion of para. 20(1)(b) formerly read: 


(b) where the property has, by one or more transactions be- 
tween persons not dealing at arm’s length, become vested in 
another taxpayer 


All that portion of subsec. 20(1) preceding para. (a) substituted by 
1973-74, c. 14, subsec. 71(1). 


Interpretation Bulletins: IT-209R: Inter vivos gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971; IT-220R2: CCA — 
proceeds of disposition of depreciable property; IT-268R4: Inter 
vives transfer of farm property to child; IT-432R2: Benefits con- 
ferred on shareholders; IT-488R2: Winding-up of 90%-owned taxa- 
ble Canadian corporations. 


(1.1) Where depreciable property disposed of 
to spouse, trust or child — Subsection (1) does 
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not apply in any case where 


(a) subsection 70(6) or 73(1) of the amended Act 
applies in respect of the disposition by a taxpayer 
of any depreciable property of a prescribed class 
to the spouse, trust or transferee, as the case may 
be, referred to therein, and 


(b) subsection 70(9) of the amended Act applies 
in respect of the disposition by a taxpayer of any 
depreciable property of a prescribed class to a 
child referred to therein, 


except that where the spouse, trust, transferee or 
child, as the case may be, subsequently disposes of 
the property at any time, subsection (1) applies as if 
the spouse, trust, transferee or child, as the case may 
be, had acquired the property before 1972 and 
owned it without interruption from December 31, 
1971 until that time. 

Interpretation Bulletins: IT-209R: Inter vivos gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971. 


(1.11) Extended meaning of “child” — For the 
purposes of subsection (1.1), “child” of a taxpayer 
includes 


(a) a child of the taxpayer’s child; 
(b) a child of the taxpayer’s child’s child; and 


(c) a person who, at any time before attaining the 
age of 21 years, was wholly dependent on the 
taxpayer for support and of whom the taxpayer 
had, at that time, in law or in fact, the custody 
and control. 
Related Provisions: ITA 70(10) —Extended meaning of 
“child”. 


Pre-RSC History: Subsec. 20(1.11) substituted by 1984, c. 45, s. 
96, applicable with respect to dispositions of property occurring af- 
ter 1983. Subsec. 20(1.11) formerly read: 


(1.11) Extended meaning of “child” — For the purposes of 
subsection (1.1), “child” of a taxpayer includes a child of his 
child and a child of his child’s child. 


Subsec. 20(1.1) substituted by 1977-78, c. 32, s. 57, applicable in 
respect of dispositions of property by a taxpayer after 1977, to add 
references to “transferee”. 


Subsecs. 20(1.1) substituted, 20(1.11) added by 1973-74, c. 14, sub- 
Secaml(2): 


(1.2) Other transfers of depreciable prop- 
erty — Where, because of a transaction or an event 
in respect of which any of subsections 70(5), 85(1), 
(2) and (3), 87(2), section 88, subsections 97(2), 
98(3) and (5) and 107(2) of the amended Act applies, 
a taxpayer has at any particular time after 1971 ac- 
quired any depreciable property of a prescribed class 
from a person who acquired the property before 
1972 and owned it without interruption from Decem- 
ber 31, 1971 until the particular time, for the pur- 
poses of subsection (1) the taxpayer shall be deemed 
to have acquired the property before 1972 and to 
have owned it without interruption from December 
31, 1971 until such time after 1971 as the taxpayer 
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disposed of it. 


Pre-RSC History: Subsec. 20(1.2) substituted by 1977-78, c. 1, s. 
103, applicable with respect to dispositions of property occurring 
after 1971, to add reference to subsec. 70(5). 


Interpretation Bulletins: IT-209R: Inter vivos gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971; IT-488R2: Winding- 
up of 90%-owned taxable Canadian corporation. 


(1.3) Transfers before 1972 not at arm’s 
length — Without restricting the generality of sec- 
tion 18, where any depreciable property has been 
transferred before 1972 in circumstances such that 
subsection 20(4) of the former Act would, if that 
provision applied to transfers of property made in the 
1972 taxation year, apply, paragraph 69(1)(b) of the 
amended Act does not apply to the transfer and sub- 
section 20(4) of the former Act applies thereto. 


(1.4) Depreciable property received as 
dividend in kind — The capital cost to a taxpayer, 
as of any particular time after 1971, of any deprecia- 
ble property (other than depreciable property re- 
ferred to in subsection (1.3) or deemed by subpara- 
graph (1)(b)(@ii) to have been acquired by the 
taxpayer before 1972) acquired by the taxpayer 
before 1972 as, on account of, in lieu of payment of 
or in satisfaction of, a dividend payable in kind 
(other than a stock dividend) in respect of a share 
owned by the taxpayer of the capital stock of a cor- 
poration, shall be deemed to be the fair market value 
of that property at the time the property was so 
received. 


Pre-RSC History: Subsec. 20(1.4) added by 1973-74, c. 14, sub- 
sec: 71,3); 


(2) Recapture of capital cost allowances — In 
determining a taxpayer’s income for a taxation year 
from farming or fishing, subsection 13(1) of the 
amended Act does not apply in respect of the dispo- 
sition by the taxpayer of property acquired by the 
taxpayer before 1972 unless the taxpayer has elected 
to make a deduction for that or a preceding taxation 
year, in respect of the capital cost of property ac- 
quired by the taxpayer before 1972, under regula- 
tions made under paragraph 20(1)(a) of that Act 
other than a regulation providing solely for an allow- 
ance for computing income from farming or fishing. 


(3) Depreciable property of partnership of 
prescribed class — For the purposes of the 
amended Act, where a partnership had, on December 
31, 1971, partnership property that was depreciable 
property of a prescribed class, 


(a) the capital cost to the partnership of each 
property of that class shall be deemed to be an 
amount determined as follows: 


(i) determine, for each person who, by reason 
of having been a member of the partnership 
on the later of June 18, 1971 and the day the 
partnership was created, and thereafter with- 
out interruption until December 31, 1971, can 
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reasonably be regarded as having had an inter- 
est in the property of that class on December 
31, 1971, the person’s acquisition cost in re- 
spect of property of that class, 


(ii) determine, for each such person, the 
amount that is that proportion of the person’s 
acquisition cost in respect of property of that 
class that 100% is of the person’s percentage 
in respect of property of that class, 


(iii) select the amount determined under sub- 
paragraph (11) for a person described therein 
that is not greater than any amount so deter- 
mined for any other such person, 


(iv) determine that proportion of the amount 
selected under subparagraph (iii) (in this sub- 
section referred to as the “capital cost of that 
class”) that the fair market value on December 
31, 1971 of that property is of the fair market 
value on that day of all property of that class, 


and the amount determined under subparagraph 
(iv) is the capital cost to the partnership of that 
property; — 

(b) for the purposes of sections 13 and 20 of the 
amended Act and any regulations made under 
paragraph 20(1)(a) of that Act, the undepreciated 
capital cost to the partnership of property of that 
class as of any time after 1971 shall be computed 
as though the amount, if any, by which the capital 
cost of that class to the partnership exceeds the 
undepreciated cost to the partnership of that class 
had been allowed to the partnership in respect of 
property of that class under regulations made 
under paragraph 20(1)(a) of the amended Act in 
computing income for taxation years before that 
time; 

(c) in computing the income for the 1972 and 
subsequent taxation years. of each person who 
was a member of the partnership on June 18, 
1971 and thereafter without interruption until De- 
cember 31, 1971, there may be deducted such 
amount as the person claims for the year, not ex- 
ceeding the amount, if any, by which the total of 


(i) the lesser of 


(A) the amount, if any, by which the 
amount that was the capital cost to the per- 
son of all property of that class exceeds the 
percentage, equal to the person’s percent- 
age in respect of property of that class, of 
the capital cost of that class to the partner- 
ship, and 


(B) the amount that was the undepreciated 
capital cost to the person of property of 
that class as of December 31, 1971, and 


(ii) the amount, if any, by which 


(A) the undepreciated capital cost to the 
person of property of that class as of De- 
cember 31, 1971, less the amount, if any, 
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determined under subparagraph (i) in re- 
spect of property of that class, 


exceeds 


(B) the percentage, equal to the person’s 
percentage in respect of property of that 
class, of the undepreciated cost to the part- 
nership of that class, 


exceeds the total of all amounts deducted under 
this paragraph in computing the person’s income 
for preceding taxation years; and, for the pur- 
poses of section 3 of the amended Act, the 
amount so claimed shall be deemed to be a de- 
duction permitted by subdivision e of Division B 
of Part I of that Act; and 


(d) notwithstanding paragraph (c), a person who 
became a member of the partnership after June 
18, 1971 and who was a member of the partner- 
ship thereafter without interruption until Decem- 
ber 31, 1971 shall be deemed to be a person de- 
scribed in paragraph (c) and the amount that may 
be claimed thereunder as a deduction in comput- 
ing the person’s income for: any taxation year 
shall not exceed 10% of the total of the amounts 
_determined under subparagraphs (c)(i) and (ii). 


(4) Definitions — In subsection (3), 


“acquisition cost” of a person who was a member 
of a partnership on December 31, 1971 in respect of 
depreciable property of a prescribed class that was 
partnership property of the partnership on December 
31, 1971 means the total of the undepreciated capital 
cost to that person of property of that class as of De- 
cember 31, 1971 and the total depreciation allowed 
to the person before 1972 in respect of property of 
that class; 


“nercentage”’ of a member of a partnership in re- 
spect of any depreciable property of a prescribed 
class that was partnership property of the partnership 
on December 31, 1971 means the interest of the 
member of the partnership in property of that class, 
expressed as a percentage of the total of the interests 
of all members of the partnership in property of that 
class on that day; 


“undepreciated cost to the partnership” of any 
class of depreciable property means an amount de- 
termined as follows: 


(a) determine, for each person who, because of 
having been a member of the partnership on the 
later of June 18, 1971 and the day the partnership 
was created, and thereafter without interruption 
until December 31, 1971, can reasonably be re- 
garded as having had an interest in property of 
that class on December 31, 1971, the amount, if 
any, by which the undepreciated capital cost to 
the person of property of that class as of Decem- 
ber 31, 1971 exceeds the amount, if any, deter- 
mined under subparagraph (3)(c)(i) for the person 
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in respect of property of that class, 


(b) determine, for each such person, the amount 
that is that proportion of the amount determined 
under paragraph (a) that 100% is of the person’s 
percentage in respect of property of that class, 
and 


(c) select the amount determined under paragraph 
(b) for a person described therein that is not 
greater than any amount so determined for any 
other such person, 


and the amount selected under paragraph (c) is the 
undepreciated cost to the partnership of that class. 
Pre-RSC History: The definition “acquisition cost” was para. 


20(4)(a); “percentage”, para. 20(4)(b); “undepreciated cost to the 
partnership”, para. 20(4)(c). 


(5) Other depreciable property of partner- 
ship — For the purposes of the amended Act, where 
a partnership had, on December 31, 1971, any partic- 
ular partnership property that was depreciable prop- 
erty other than depreciable property of a prescribed 
class, 


(a) the cost to the partnership of the particular 
property shall be deemed to be the amount that 
would be determined under paragraph (3)(a) to be 
the capital cost thereof if 


(i) the particular property constituted a pre- 
scribed class of property, and 


(ii) the acquisition cost. of each person. de- 
scribed therein in respect of the particular 
property were its actual cost to the person or 
the amount at which the person. was deemed 
by subsection 20(6) of the former Act to have 
acquired it, as the case may be; 


(b) for the purposes of sections 13 and 20 of the 
amended Act and any regulations made under 
paragraph 20(1)(a) of that Act, the undepreciated 
capital cost of property of any class as of any par- 
ticular time after 1971 shall be computed as if the 
amount, if any, by which 


(i) the amount determined under paragraph (a) 
to have been the cost to the partnership of the 
particular property, 


exceeds : 


(ii) the amount that would be determined , 


under the definition “undepreciated cost to the 
partnership” in subsection (4) to be the un- 
depreciated cost to the partnership of any 
class of depreciable property comprising the 
particular property if 
(A) paragraph (a) of that definition were 
read without reference to the words “the 
later of June 18, 1971 and the day the part- 
nership was created, and thereafter without 
interruption until”, 


(B) the amount determined under subpara- 
graph (3)(c)(i) for any person in respect of 
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that class were nil, and 


(C) the undepreciated capital cost to each 
person described in the definition “‘acquisi- 
tion cost” in subsection (4) of the particu- 
lar property as of December 31, 1971 were 
the amount, if any, by which the amount 
assumed by subparagraph (a)(ii) to have 
been the acquisition cost of the person in 
respect of the property exceeds the total of 
all amounts allowed to the person in re- 
spect of the property under regulations 
made under paragraph 11(1)(a) of the for- 
mer Act in computing income for taxation 
years ending before 1972, 


had been allowed to the partnership in respect of 
the particular property under regulations made 
under paragraph 20(1)(a) of the amended Act in 
computing income for taxation years ending 
before the particular time; and 


(c) in computing the income for the 1972 and 
subsequent taxation years of each person who 
was, on December 31, 1971, a member of the 
partnership, there may be deducted such amount 
as the person claims for the year, not exceeding 
the amount, if any, by which 


(i) the amount by which 


(A) the amount assumed by clause 
(b)(ii)(C) to have been the undepreciated 
capital cost to the person of the particular 
property as of December 31, 1971 


exceeds 


(B) a percentage of the amount determined 
under subparagraph (b)(ii) in respect of the 
particular property, equal to the percentage 
that would be the person’s percentage 
(within the meaning assigned by subsec- 
tion (4)) in respect of the particular prop- 
erty if that property constituted a pre- 
scribed class, 


exceeds 


(ii) the total of all amounts deducted under 
this paragraph in computing the person’s in- 
come for preceding taxation years; 
and for the purposes of section 3 of the amended 
Act the amount so claimed shall be deemed to be 
a deduction permitted by subdivision e of Divi- 
sion B of Part I of that Act. 


Related Provisions: Reg. 1701(2) — Maximum CCA deduction 
from farming or fishing business where ITAR 20(5) applies. 


21. (1) Goodwill and other nothings — Where 
as a result of a disposition occurring after 1971 a tax- 
payer has or may become entitled to receive an 
amount (in this section referred to as the “actual 
amount”) in respect of a business carried on by the 
taxpayer throughout the period beginning January 1, 
1972 and ending immediately after the disposition 
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occurred, for the purposes of section 14 of the 


amended Act the: amount that the taxpayer has-or | 


may become entitled to receive shall be deemed’ to 
be the total. of 


(a) an amount equal to a percentage, equal to 
40% plus the percentage (not exceeding 60%) ob- 
tained when 5% is multiplied by the number of 


» full calendar years ending in the period and © 


‘ before the transaction occurred, of the amount, if 
“any, by which the actual amount exceeds the por- 
tion thereof referred to in subparagraph (b)(i), 
and : i ie site 
(b) an amount equal to the lesser of 


(i) the percentage, described in paragraph (a), 
of such portion, if any, of the actual amount as 


may reasonably be considered as being the 


consideration received by him for the disposi- 
tion of, or for allowing the expiration of, a 
_ government right, and 


(ii) the amount, if any, by which the portion © 


described in subparagraph (i) exceeds the 
greater of 


(A) the total of all ‘amounts each of which 
is an outlay or expenditure made or in- 
curred by the taxpayer as a result of a 
transaction that occurred before 1972 for 
the purpose of acquiring the government 
right, or the taxpayer’s original right in re- 


spect of the government right, to the extent — 


that the outlay or expenditure was not oth- 
erwise deducted in. computing the income 


of the taxpayer for any taxation year and — 


would, if made or incurred by the taxpayer 

“as a result of a transaction that occurred af- 
ter 1971, be an eligible capital expenditure 
of the taxpayer, and 


(B) the fair market value to the taxpayer as 
at December 31, 1971 of. the taxpayer’s 
specified right in respect of the govern- 
ment right, if no outlay or expenditure was 
made or incurred by the taxpayer for the 
purpose of acquiring the right or, if an out- 
lay or expenditure was made or incurred, if 
that outlay or expenditure would have been 
an eligible capital expenditure of the tax- 
payer if it had been made or incurred as a 
result of a transaction that occurred after 
1971. 


Pre-RSC ‘History: That portion of subsec. 21(1) preceding para. 
(a) substituted’ by 1988, c. 55, s. 196, applicable with respect to dis- 
positions of property occurring after June 17, 1987 otherwise than 
pursuant to the terms of an obligation entered into in writing before 
June 18, 1987. That portion formerly read: 


21. (1) Goodwill and other “nothings” — Where as a result 
of ‘a transaction occurring after 1971 an afnount (in this sec- 
tion referred to as the ‘‘actual amount”) has become payable 
to a taxpayer in respect of a business carried on by him 
throughout the period commencing January 1, 1972 and end- 
ing immediately after the transaction occurred, for the pur- 
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poses of section 14 of the amended Act the amount that has 
become so payable to him shall be deemed to be the aggre- 
“gate of 


Cl. 21(1)(b)(Gi)(B). substituted by 1974-75-76, c. 26, subsec. 129(1). 
Subpara. 21(1)(b)(i) substituted by. 1973-74, c. 30, s. 27.1. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child; IT-488R2: Winding-up of 90%-owned taxable 
Canadian corporations. See also list at end of ITAR 21. 


(2) Idem — Where the taxpayer and the person by 
whom the actual amount has become payable to. the 
taxpayer were not dealing with each other at arm’s 
length, for the purposes of computing the income of 
that person the portion of the actual amount in ex- 
cess of the amount deemed by subsection (1) to be 
the amount that has become payable to the taxpayer 
shall be deemed not to have been an outlay, expense 
or cost, as the case may be, of that person. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child. See also list at end.of ITAR 21. 


(2.1) ldem — Where after 1971 a taxpayer has ac- 
quired a particular government right referred to in 
subsection (1) 


(a) from a person with whom the taxpayer was 
not dealing at arm’s length, or 


(b) under an agreement with a person with whom 
the taxpayer was not dealing at arm’s length, if 
under the terms of the agreement that person al- 
lowed the right to expire so that the taxpayer 
could acquire a substantially similar right from 
the authority that had issued the mght to..that 
person, 


and an actual amount subsequently becomes payable 
to the taxpayer as consideration for the disposition 
by the taxpayer of, or for the taxpayer allowing the 
expiration of, the particular government right or any 
other government right acquired by the taxpayer for 
the purpose of effecting the continuation, without in- 
terruption, of rights that are substantially similar to 
the rights that the taxpayer had under the particular 
government right, for the purpose of section 14 of 
the amended Act, the amount that has so become 
payable to the taxpayer shall be deemed to be the 
amount that would, if that person and the taxpayer 
had at all times been the same person, be determined 
under subsection (1) to be the amount that. would 
have become so payable to the taxpayer. 


Interpretation Bulletins: See list at end of ITAR 21. 


(2.2) Amalgamations — For the purposes of. this 
section, an amalgamation (within the meaning of 
section 87 of the amended Act) of two or more Ca- 
nadian corporations shall be deemed to be a transac- 
tion between persons not dealing at arm’s length. 


Pre-RSC History: Subsecs. 21(2.1), (2.2) added by 1977-78, c. 1, 
s. 104, applicable to acquisitions after 1971. 


(3) Definitions — In this section, 


“sovernment right” of a taxpayer means a right or 


1909 


ITAR 21(3) gov 


licence 


(a) that enables the taxpayer to carry on a busi- 
ness activity in accordance with a law of Canada 
or of a province or Canadian municipality, to an 
extent to which the taxpayer would otherwise be 
unable to carry it on in accordance therewith, 


(b) that was granted or issued by Her Majesty in 
right of Canada or a province or a Canadian mu- 
nicipality, or by a department, board, agency or 
any other body authorized by or under a law of 
Canada, a province or a Canadian municipality to 
grant or issue such a right or licence, and 


(c) that was acquired by the taxpayer 


(i) as a result of a transaction that occurred 
before 1972, or 


(ii) at a particular time for the purpose of ef- 
fecting the continuation, without interruption, 
of rights that are substantially similar to the 
rights that the taxpayer had under a govern- 
ment right held by the taxpayer before the par- 
ticular time; 


“original right” of a taxpayer in respect of a gov- 
ernment right means a right or licence 


(a) described in the definition “government right” 
in this subsection, and 


(b) acquired by the taxpayer as a result of a trans- 
action that occurred before 1972 for a purpose 
other than the purpose described in subparagraph 
(c)(ii) of that definition, 


if the government right was acquired by the taxpayer 
for the purpose of effecting the continuation, without 
interruption, of rights that are substantially similar to 
the rights that the taxpayer had under the right or 
licence; 


“specified right” of a taxpayer in respect of a gov- 
ernment right means a right owned by a taxpayer on 
December 31, 1971 that was 


(a) an original right, or 


(b) a government right that was acquired by the 
taxpayer in substitution for the original right or 
that was one of a series of government rights ac- 
quired by the taxpayer for the purpose of effect- 
ing the continuation, without interruption, of 
rights that are substantially similar to the rights 
that the taxpayer had under the original right. 
Pre-RSC History: The definition “government right” was para. 
21(3)(a); “original right”, para. 21(3)(b); “specified right”, para. 
21(3)(c). 
Para. 21(3)(c) added by 1974-75-76, c. 26, subsec. 129(2). 


Pre-RSC History [ITAR 21]: S. 21 substituted by 1973-74, c. 14, 
8. 72. 
Interpretation Bulletins [ITAR 21]: IT-123RS5: Transactions in- 
volving eligible capital property; IT-313R2: Eligible capital prop- 
erty — rules where a taxpayer has ceased carrying on a business or 
has died; IT-474R: Amalgamations of Canadian corporations. 
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22. [Repealed under former Act] 


Pre-RSC History: S. 22 repealed by 1985, c. 45, s. 129.3. S. 22 
formerly read: 


22. (1) Deduction of interest by certain corporations — 
Notwithstanding section 9, subsections 18(4) to (7) of the 
amended Act are applicable to taxation years commencing af- 
ter 1971. 


(2) Idem — In its application to the first taxation year of a 
corporation commencing after 1971 and to the immediately 
following taxation year, subsection 18(4) of the amended Act 
shall be read as if 


(a) subparagraph (a)(i) thereof were read as follows: 


(i) the greatest amount that the corporation’s out- 
standing debts to specified non-residents was at 
any time in the year, less the amount, if any, by 
which 


(A) the least amount that the corporation’s out- 
standing debts to specified non-residents was 
at any time after June 18 in the last taxation 
year of the corporation commencing before 
June 19, 1971 (in this subparagraph referred to 
as the corporation’s “base year”’) 


exceeds 3 times the aggregate of 
(B) the lesser of 


(I) the paid-up capital of the corporation at 
the end of its taxation year immediately 
preceding its base year in respect of all of 
the shares of its capital stock, and 

(II) the corporation’s paid-up capital limit 
(within the meaning of subsection 89(1)) 
at the commencement of the first taxation 
year of the corporation commencing after 
1971, and 


(C) the corporation’s undistributed income on 
hand (within the meaning assigned by this Act 
as it read in its application to the 1971 taxation 
year) at the end of its taxation year immedi- 
ately preceding its base year, and 


(b) paragraph (b) thereof were read as follows: 


(b) the greatest amount that the corporation’s out- 
standing debts to specified non-residents was at 
any time in the year. 


Para. 22(2)(a) substituted by 1973-74, c. 14, s. 73. 


23. (1), (2) [Repealed under former Act] 


Pre-RSC History: Subsecs. 23(1), (2) repealed by 1985, c. 45, s. 
130. Subsecs, 23(1), (2) formerly read: 


23. (1) Income from professional business — There may 
be deducted in computing a taxpayer’s income for the 1972 
taxation year from a business that is a profession the aggre- 
gate of amounts payable by him in respect of the business at 
the end of the 1971 fiscal period of the business, to the extent 
that they were not deductible in computing his income from 
the business for that period but would have been so deducti- 
ble if he had paid them in that period. 


(2) Valuation of work in progress — Where a taxpayer has 
not elected under paragraph 34(1)(d) of the amended Act in 
respect of his income from a business that is a profession for 
his 1972 taxation year, work in progress in respect of the bus- 
iness at the commencement of the 1972 fiscal period of the 
business shall be valued at the same amount at which it was 
valued at the end of the 1971 fiscal period of the business for 
the purpose of computing his income from that business for 
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the 1971 taxation year. 
Subsec. 23(1) substituted by 1973-74, c. 14, subsec. 74(1). - 


(3) Rules applicable [to professional busi- 
ness] — For the purposes of computing the income 
of a taxpayer for a taxation year ending after 1971 
from a business that is a profession, 


(a) there may be deducted such amount as the 
taxpayer claims, not exceeding the lesser of 


(1) the amount deducted under this paragraph 
in computing the taxpayer’s income from. the 
business for the preceding taxation year, and 


(it) the taxpayer’s investment interest in the 
business at the end of the year; 


(b) where the taxation year isthe taxpayer’s 1972 
taxation year, the amount deducted under para- 
graph (a) in computing the taxpayer’s income for 
the preceding taxation year from the business 


shall be deemed to be an amount equal to the.tax- 


payer’s. 1971. receivables.in respect of. the 
business; 


(c) there shall be included the amount deducted 
under paragraph (a) in computing the taxpayer’s 
income for the preceding taxation year from: the 
business; and 


(d) there-shall. be included amounts received by 

the taxpayer in the year on account of debts in 

respect of the business that were established by 

thé taxpayer to have become bad debts before the 

end of the 1971 fiscal period of the business. 
Related Provisions: ITA 34— Income from a egies ey 
business. 


Interpretation Bulletins: IT-135R: “Investment interest” in a 
“professional business; IT-242R: Retired partners; IT-278R2: Death 
‘of a partner or of a retired partner: See also list at end of ITAR 23. 


Forms: T2032: Statement of professional activities. 


(4) Application of para. (3)(a) — Paragraph 
(3)(a) does not apply to allow a deduction in com- 
puting the income of a taxpayer from a business that 
isa profession 


(a) for the taxation year in ‘which the taxpayer 
died; or 
(b) for any taxation year, if, 

(i) in the case of a taxpayer who at no time in 


that year was resident in Canada, the taxpayer 
ceased to carry on the business, or 


(ii), in the case of any other taxpayer, the tax- 
payer ceased to be resident in Canada and 
ceased to carry on the business 


at any time in that year or the following year. 


Pre-RSC History: Subpara. 23(4)(b)Gi) substituted by 1976-77, c. 
4, s. 79, applicable to. 1972 et seq. 


Interpretation Bulletins: IT-135R: “Investment interest” in a 
professional, business; IT-242R: Retired partners; IT-278R2: Death 
of a partner or of a retired partner. See also list at end of ITAR 23. 


(4:1) Certain persons deemed to be carrying 
on business by means of partnership — For 


ITAR 23(S) inv 


the purposes of paragraph (a) of the definition “in- 
vestment interest” in subsection (5)3 


(a) where: subsection 98(1)- of the amended: Act 
applies, the persons who are deemed not to have 
ceased to be members of a partnership because of 

_ that subsection shall be deemed to be carrying on 
business in Canada by means of that partnership; 
and 


(b) a taxpayer who has a residual interest in a 
partnership (within the meaning assigned. by sec- 
tion 98.1.of the amended Act) shall be deemed to 
be carrying on business in Canada by. means of 
that partnership. 


Pre- RSC History: Subsec. 23(4. 1); adtied by 1974-75-76, c. 26, s. 
130. 


(5) Definitions — In itis geatbie 


“investment interest” ina business at the end of a 
taxation year means 


(a) in the case of a taxpayer other than a:corpora- 
tion, the total of all amounts each of which is an 
amount in respect of a proprietorship or partner- 
ship by means of which the taxpayer carried on 
that business in Canada in the year, equal to, 


(i) in respect of each such proprietorship, the 
amount, if any, by which 


(A) the total of such of the amounts, that 
were included in computing the taxpayer’s 
income for that or a preceding taxation 
year as were receivable by the taxpayer at 
the end of the fiscal period of the proprie- 
torship ending in the taxation year, 


exceeds 


(B) the amount claimed under paragraph 
20(1)(1) of the amended Act as a reserve 
for doubtful debts in computing the tax- 
payer’s income from the business for the 
fiscal period of the proprietorship ending 
in the year, and 


(ii) in respect of each such partnership, the ad- 
justed cost base to the taxpayer of the tax- 
payer’s interest in the partnership immediately 
after the end of the fiscal period of the part- 
nership ending in the year, 


(b) in the case of a taxpayer that is a corporation, 
the lesser of 


(i) the amount thereof that would be deter- 
mined under paragraph (a) in respect of the 
corporation if that paragraph applied to a tax- 
payer that is a corporation, and 


(ii) that proportion of its 1971 receivables in 
respect of the business that 


(A) the amount, if any; by which 10 ex- 
ceeds the number of its taxation years end- 
ing after 1971 and either before or coinci- 
dentally with the taxation year, 
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is of 
(B) 10; 


Interpretation Bulletins: IT-135R: Investment interest in a pro- 
fessional business. See also list at end of ITAR 23. 


“1971 receivables” in respect of a business of a tax- 
payer means the total of 


(a) all amounts that became receivable by the tax- 
payer in respect of property sold or services ren- 
dered in the course of the business (within the 
meaning given that expression in section 34 of 
the amended Act) in taxation years ending before 
1972 and that were not included in computing the 
taxpayer’s income for any such taxation year, 
other than debts that were established by the tax- 
payer to have become bad debts before the end of 
the 1971 fiscal period of the business, and 


(b) the total of all amounts each of which is an 
amount, in respect of each partnership by means 
of which the taxpayer carried on that business 
before 1972, equal to such portion of the total 
that would be determined under paragraph (a) in 
respect of the partnership, if the references in that 
paragraph to “the taxpayer’ were read as refer- 
ences to “the partnership’, as is designated by the 
taxpayer in the taxpayer’s return of income under 
Part I of the amended Act for the year to be at- 
tributable to the taxpayer, except that where the 
total of the portions so designated by all members 
of the partnership is less than the total that would 
be so determined under paragraph (a) in respect 
of the partnership, the Minister may designate the 
portion of that total that is attributable to the tax- 
payer, in which case the portion so designated by 
the Minister in respect of the taxpayer shall be 
deemed to be the portion so designated. by the 
taxpayer. 

Pre-RSC History: The definition “investment interest” was paras. 

23(5)(a), (b); “1971 receivables”, para. 23(5)(c). 


Interpretation Bulletins [ITAR 23]: IT-188R: Sale of accounts 
receivable; IT-189R: Corporations used by practising members of 
professions; IT-212R3: Income of deceased persons — rights or 
things. 


24. Definition of “valuation day” for capital 
gains and losses — In-this Act, “valuation day” 
means 
(a) December 22, 1971, in relation to any prop- 
erty prescribed to be a publicly-traded share or 
security; and 
(b) December 31, 1971, in relation to any other 
property. 
Regulations: 4400 (prescribed property). 


25. [Not included in R.S.C. 1985] 
Pre-RSC History: S. 25 formerly read: 
25. Proclamation — At any time after the coming into force 


of this Act, the Governor in Council may by proclamation fix 
a day in relation to any property referred to in paragraph 
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24(a) and a day in relation to any property referred to in para- 
graph 24(b) (each of which days shall be after June 18, 1971 
and either or both of which days may be either before or after 
the coming into force of this Act) for the purposes of subdivi- 
sion c of Division B of Part I of the amended Act. 


Proclamation: For para. 24(a), December 22, 1971; for para. 
24(b), December 31, 1971. 


26. (1) Capital gains subject to tax — The pro- 
visions of subdivision c of Division B of Part I of the 
amended Act apply to dispositions of property made 
after 1971 and to transactions or events occurring af- 
ter 1971 because of which any disposition of prop- 
erty was made or deemed to have been made in ac- 
cordance with the provisions of that subdivision. 

Interpretation Bulletins: IT-330R: Dispositions of capital prop- 


erty subject to warranty, covenant, etc. See also list at end of ITAR 
26. 


(1.1) Principal amount of certain obliga- 
tions — For the purposes of subsection 39(3) and 
section 80 of the amended Act, the principal amount 
of any debt or other obligation of a taxpayer to pay 
an amount that was outstanding on January 1, 1972 
(in this subsection referred to as an “obligation’’) 
shall be deemed to be the lesser of 


(a) the principal amount, otherwise determined 
for the purposes of the amended Act, of the obli- 
gation, and 


(b) the fair market value, on valuation day, of the 
obligation, 


and in applying paragraph 39(3)(a) of the amended 
Act to an obligation, the reference in that paragraph 
to “the amount for which the obligation was issued” 
shall be read as a reference to “the lesser of the prin- 
cipal amount of the obligation and the amount for 
which the obligation was issued”. 


Interpretation Bulletins: IT-293R: Debtor’s gain on settlement 
of debt. See also list at end of ITAR 26. 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 26(2) repealed by 1985, c. 45, subsec. 

131(1). Subsec. 26(2) formerly read: 
(2) Listed personal property —In section 41 of the 
amended Act, a reference to the 5 taxation years immediately 
preceding a taxation year does not include any taxation year 
ending before 1972, and where a taxpayer has a taxation year 
part of which is before and part of which is after the com- 
mencement of 1972, for the purposes of that section his gains 
for that taxation year from dispositions of property and his 
losses for that year from dispositions of property do not in- 


clude any gain or loss from any disposition of property made 
before 1972. 


(3) Cost of acquisition of capital property 
owned on Dec. 31, 1971 — For the purpose of 
computing the adjusted cost base to a taxpayer of 
any capital property (other than depreciable property 
or an interest in a partnership) that was owned by the 
taxpayer on December 31, 1971 and thereafter with- 
out interruption until such time as the taxpayer dis- 
posed of it, its cost to the taxpayer shall be deemed 


1912 


Part I — Income Tax Application Rules, 1971 


to be the amount that is neither the greatest nor the 
least of the following three amounts, namely: 


(a) its actual cost to the taxpayer or, if the prop- 
erty was an obligation, its amortized cost to the 
taxpayer on January 1, 1972, 


(b). its fair market, value on valuation day, and 
(c) the amount, if any, by which the total of 
(i) the taxpayer’s proceeds of disposition of 
the property, determined without reference to 
subsection 13(21.1) of the amended Act, 


(ii) all amounts required by subsection 53(2) 
of the amended Act to be deducted in comput- 
ing its adjusted cost base to the taxpayer im- 
mediately before the disposition, and 


(iii) all amounts described in clause 
(5)(c)(@i)(B) that are relevant in computing its 
adjusted cost base to the taxpayer immediately 
before the disposition, 


exceeds the total of 


(iv) all amounts required by subsection 53(1) 
of the amended Act (other than paragraphs 
53(1)(f.1). to (f.2)) to be added in computing 
its adjusted cost base to the taxpayer immedi- 
ately before the disposition, and 


(v) all amounts described in_ clause 
(5)(c)(i)(B) that are relevant in computing its 
adjusted cost base to the taxpayer Pee 
before the disposition, 


except that where two or more of the amounts deter- 
mined under paragraphs (a) to (c) in respect of any 
property are the same amount, that amount shall be 
deemed 'to be its cost to the taxpayer. 
Related Provisions: ITAR 26(29) — No tax-free zone following 
election to trigger capital gains exemption. 
History: Subpara. 26(3)(c)(iv) amended by 1995, c. 21, subsec. 
79(1), applicable to taxation years that end after February 21, 1994. 
Subpara. (iv) formerly read: 
(iv) all amounts required by subsection 53(1) of the anceded 
Act (other than paragraphs 53(1)(f.1) and (f.2)) to be added in 
computing its adjusted cost base to the taxpayer immediately 
before the disposition, and 
Pre-RSC History: Subpara. 26(3)(c)(i) amended by 1985, c. 45, 
subsec. 131(2), applicable with respect to dispositions occurring af- 
ter November 12, 1981, other than dispositions occurring pursuant 
to the terms of an agreement in writing entered into on or before 
that date, to add the words “determined without reference to subsec- 
tion 13(21.1) of the amended Act’. 
Subpara. 26(3)(c)(iv) substituted by 1980-81-82-83, c.140, subsec. 
133(1), applicable with respect to dispositions occurring after No- 
vember 12, 1981. Subpara. 26(3)(c)(iv) formerly read: 
(v) all amounts required by subsection 53(1) of the amended 
Act to be added in computing its, adjusted cost base to him 
immediately before the disposition, and 
Para. 26(3)(c) substituted by 1973-74, c. 14, subsec. 75(1). 


Regulations: 4400, Sch. VII (V-day values for publicly-traded 
shares). 

Interpretation Bulletins: IT-65: Stock splits and consolidations; 
IT-78: Capital property owned on December 31, 1971 — identical 
properties; IT-84: Capital property owned on December 31, 1971 — 


ITAR 26(5)(c) 


median rule (tax-free zone); IT-93: Capital property owned on De- 
cember 31, 1971 — meaning of actual cost and amortized cost; IT- 
107: Costs of disposition of capital property affected by the median 
rule; IT-130: Capital property owned on December 31, 1971 — ac- 
tual cost of property owned by a testamentary trust; IT-209R: Inter 
vivos gifts of capital property to individuals directly or through 
trusts; IT-268R4: Inter vivos transfer of farm property to child; IT- 
319: Cost of obligations owned on December 31, 1971. See also list 
at end of ITAR 26. 


Information Circulars: 72-25R4: Business equity valuations. 


Advance Tax Rulings: ATR-35: Papaenine of assets to get 
specific ownership — “butterfly”. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972; T2080-T2085, hates Ne Capital dis- 
positions supplementary schedules. 


(4) Determination of cost where property not 


| disposed of — For the purpose of computing the 


adjusted cost base to a taxpayer of any capital prop- 
erty (other than depreciable property or an interest in 
a partnership) at any particular time before the tax- 
payer disposed of it, where the property was owned 
by the taxpayer on December 31, 1971 and thereafter 
without interruption until the particular time, its cost 
to the taxpayer shall be deemed to be the amount that 
would be determined’ under subsection (3) to be its 
cost to the taxpayer if the taxpayer had disposed of it 
at the particular time and the taxpayer’s proceeds of 
disposition had been its fair market ahs at that 
time. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972. 


(5) Where property disposed of in 
transaction not at arm’s length— Where any 
capital property (other than depreciable property or 
an interest in a partnership) that was owned by a tax- 
payer (in this subsection referred to'as the “original 
owner’) on June 18, 1971 has, by one or more trans- 
actions or events between persons not dealing at 
arm’s length, become vested in another taxpayer (in 
this subsection referred to as the “subsequent 
owner’) and the original owner has not elected under 
subsection (7) in respect of the property, notwith- 
standing the provisions of the amended Act, for the 
purposes of computing, at any particular time after 
1971, the adjusted cost base of the prope! to the 
subsequent owner, 


(a) the subsequent owner shall be deemed to have 
owned the property on June 18, 1971 and thereaf- 
ter without interruption until the particular time; 


(b) for the purposes of this section, the actual cost 
of the property to the subsequent owner or, if the 
property was an obligation, its amortized cost to 
him on January 1, 1972 shall be deemed to be the 
amount that was its actual cost or its amortized 
cost on January 1, 1972, as the case may be, to 
the original owner; and 


(c) where the property became vested in the sub- 
sequent owner after 1971, there shall be added to 
the cost to the subsequent owner of the property 
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(as determined under subsection (3)) the amount, 
if any, by which 
(i) the total of all amounts each of which is 


(A) a capital gain (other than any amount 
deemed by subsection 40(3) of the 
amended Act to be a capital gain) from the 
disposition after 1971 of the property by a 
person who owned the property before it 
so became vested in the subsequent owner, 


(B) an amount required by subsection 
53(1) of the amended Act to be added in 
computing the adjusted cost base of the 
property to a person (other than the subse- 
quent owner) described in clause (A), 


(C) an amount determined under paragraph 
88(1)(d) of the amended Act in computing 
the cost of the property to the subsequent 
Owner or a person who owned the property 
before it became vested in the subsequent 
owner, or 


(D) an amount by which a gain otherwise 
determined of a person who owned the 
property before it became so. vested in the 
subsequent owner was reduced because of 
paragraph 40(2)(b) or (c) of the amended 
Act, 


exceeds 
(ii) the total of amounts each of which is 


(A) a capital loss or an amount that would, 
but for paragraph 40(2)(e), (e.1) or (e.2) or 
subsection 85(4) of the amended Act, be a 
capital loss from the disposition to a cor- 
poration after 1971 of the property by a 
person who owned the property before it 
so vested in the subsequent owner, or 
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(B) an amount required by subsection 
53(2) of the amended Act to be deducted 
in computing the adjusted cost base of the 
_ property to a person (other than the subse- 
quent owner) described in clause (A), 


and there shall be deducted from the cost to the 
subsequent owner of the property the amount, if 
any, by which the total determined under subpar- 
agraph (ii) exceeds the total determined under 
subparagraph (i). 

History: Cl. 26(5)(c)(ii)(A) amended by 1995, c. 21, subsec. 79(2), 


applicable to taxation years that end after February 21, 1994. Cl. 
(A) formerly read: 


(A) a capital loss or an amount that would, but for paragraph 
40(2)(e) or subsection 85(4) of the amended Act, be a capital 
loss from the disposition to a corporation after 1971 of the 
property by a person who owned the property before it so be- 
came vested in the subsequent owner, or 


Pre-RSC History: Cl. 26(5)(c)(ii)(A) substituted by 1980-81-82- 
83, c. 140, subsec. 133(2), applicable with respect to dispositions 
occurring after November 12, 1981. Cl. 26(5)(c)(ii)(A) formerly 
read: 


(A) a capital loss or an amount that would but for subsection 
85(4) of the amended Act be a capital loss from the disposi- 
tion after 1971 of the property by a person who owned the 
property before it so became vested in the subsequent owner, 
or 


Cl. 26(5)(c)(G)(D) added by 1977-78, c. 1, subsec. 105(1), applicable 
to 1972 et seq. 


All that portion of subsec. 26(5) preceding para. (a), all that portion 
of para. 26(5)(c) preceding subpara. (i), cl. 26(5)(c)@i)(A) -substi- 
tuted, cl. 26(5)(c)(i)(C) added by 1974-75-76, c. 26, subsecs. 
131(1)-(4), applicable in respect of transactions or events occurring 
after May 6, 1974, to add “or events” in that portion of subsec. 
26(5) preceding para. (a), to add “(as determined under subsection 
(3))” in that portion of para. 26(5)(c) preceding subpara. (1). Cl. 
26(5)(c)Gi)(A) formerly read: 

(A) a capital loss from the disposition after 1971 of the prop- 
erty by a person who owned the property before it so became 
vested in the subsequent owner, or 

Para. 26(5)(c) substituted by 1973-74, c. 14, subsec. 75(2). 
Interpretation Bulletins: IT-132R2: Capital property owned on 
December 31, 1971 — non-arm’s length transactions; IT-199: Iden- 
tical properties: acquired in non-arm’s length transactions; IT-209R: 
Inter vivos gifts of capital property to individuals directly or through 
trusts; IT-268R4: Inter vivos transfer of farm property to child; IT- 
370: Trusts — capital property owned on December 31, 1971; IT- 
432R2: Benefits conferred on shareholders; IT-488R2: Winding-up 
of 90%-owned taxable Canadian corporations. See also list at end of 
ITAR 26. 

Advance Tax Rulings: ATR-35: Partitioning of assets to get 
specific ownership — “butterfly”. 


(5.1) ldem — For the purposes of subsection (5), an 
amalgamation (within the meaning assigned by sec- 
tion 87 of the amended Act) of two or more Cana- 
dian corporations shall be deemed to be a transaction 
between persons not dealing at arm’s length. 
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(5.2) Transfer of capital property to a corpo- 
ration — For the purposes of subsection (5), where 
a taxpayer has disposed of capital property after May 
6, 1974 to‘a corporation in respect of which an elec- 
tion under section 85 of the amended Act was made, 
the disposition shall be deemed to be a transaction 
between persons not dealing at arm’s length.” 


Pre-RSC History: Subsec. 26(5.2) added by 1974- 75, c. 26, sub- 
sec. 131(5). 


(6) Reacquired property — Where a taxpayer 
has, at any time after June 18, 1971 and before 1972, 
disposed. of any property owned by the taxpayer on 
that day and has, within 30 days after that time, reac- 
quired the same property or acquired. a substantially 
identical property, for the purposes of this section 


(a) the taxpayer shall be deemed to have owned 
the property so reacquired or the substantially 
identical property so acquired, as the case may 
be, on June 18, 1971 and thereafter without inter- 
ruption until the time when the taxpayer so reac- 
quired or acquired it, as the case may be; 


(b) where the property was property so reac- 
quired, its actual cost.or its amortized. cost .on 
‘January 1, 1972, as the case may be, to the. tax- 
payer shall. be determined as if the taxpayer-had 
not so disposed. of and so reacquired it; and, 


(c) where the property was substantially identical 
property so acquired, its actual cost or its amor- 
tized cost on January 1, 1972, as the case may be, 
to the taxpayer shall be deemed to be the amount 
that was the actual cost or the amortized cost on 
January 1, 1972, as the case may be, to. the tax- 
payer of the property, so lteaie of by. the 
taxpayer. 


(7) Election re cost — Where, but for this subsec- 
tion, the cost to an individual of any property. actu- 
ally owned by the individual on December 31,1971 
would be determined under subsection (3) or (4) oth- 
erwise than because of subsection (5) and the indi- 
vidual has so elected, in prescribed manner and not 
later than the day on or before which the individual 
is required by Part I of the amended Act to filesa 
return of income for the first taxation year in which 
the individual disposes of all or any part of the prop- 
erty, other than 


(a) personal-use property of the individual. that 
was not listed personal property or real property, 


(b) listed personal property, if the individual’s 
gain or loss, as the case may be, from the disposi- 
tion thereof was, because of subsection 46(1) or 
(2) of the amended Act, nil, 


(c) the individual’s principal residence, if the in- 
dividual’s gain from the disposition thereof was, 
because of paresreph 40(2)(b)..of the. amended 
Act, nil, 


(d) personal-use property of ‘the individual that 
was real property (other than the individual’s 
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principal residence), if the individual’s gain from 
the disposition thereof was, because of subsection 
46(1) or (2) of the amended Act, nil, or 


(e) any other property, the proceeds of disposition 
of which are equal to its fair market value on val- 
~ uation day, 


the cost to the individual of each capital property 
(other than depreciable property, an interest in a 
partnership or any property described in any of 
paragraphs (a) to (e) that was disposed of by the in- 
dividual before that taxation year) actually owned by 
the individual on December 31, 1971 shall be 
deemed to be its fair market value on valuation day. 


Pre-RSC History: All that’ portion of subsec. 26(7) following 
para. (b) substituted by 1974-75-76, c. 26, subsec. 131(6). 


Subsec. 26(7) substituted by 1973-74, c. 14, subsec. 75(3). 
Regulations: 4700 (prescribed manner). 


Interpretation Bulletins: IT-139R: Capital property owned on 
December 31, 1971 — fair market value. See piss list at end of 
ITAR 26. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972; T2076: Valuation Day value elec- 
tion for capital properties owned on December 31, 1971. 


(8) Identical properties — For the purposes of 
computing, at any particular time after 1971, the ad- 
justed cost base to a taxpayer of any capital property 
(other than depreciable property or an interest ina 
partnership) that was owned by the taxpayer on De- 
cember 31, 1971 and thereafter without interruption 
until, the particular time, if the property was one of a 
group of identical properties owned by the taxpayer 
on December 31, 1971, 
(a) section 47 of the amended Act does not ode 
(b) where the property was an obligation, 
(i) for the purpose of paragraph (3)(a), its am- 
ortized cost to the taxpayer on January 1, 
1972 shall be deemed to be that proportion of 
the total of the amortized costs to the taxpayer 
on January 1, 1972 of all obligations of that 
group that the principal amount of the obliga- 
tion is of the total of the principal amounts of 
all obligations of that group, and 
(ii) for the purpose of paragraph (3)(b), its fair 
market value on valuation day shall be 
deemed to be that proportion of the fair mar- 
ket value on that day of all obligations of that 
group that the principal amount of the obliga- 
tion is of the total of the principal amounts. of 
all obligations of that group; 
(c) where the property was not an obligation, 
(i) for the purpose of paragraph (3)(a), its ac- 
tual cost to the taxpayer shall be deemed to be 
the quotient obtained when the total of the ac- 
tual costs to the taxpayer of all properties of 
that group is divided by the number of proper- 
ties of that group, and 


(ii) for the purpose of paragraph (3)(b), its fair 
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market value on valuation day shall be 
deemed to be the quotient obtained when the 
fair market value on that day of all properties 
of that group is divided by the number of 
properties of that group; 
(d) for the purpose of distinguishing any such 
property from an otherwise identical property ac- 
quired and disposed of by the taxpayer before 
1972, properties acquired by the taxpayer at any 
time shall be deemed to have been disposed of by 
the taxpayer before properties acquired by the 
taxpayer after that time; and 


(ce) for the purposes of distinguishing any such 
property from an otherwise identical property ac- 
quired. by the taxpayer after 1971, properties 
owned by the taxpayer on December 31, 1971 
shall be deemed to have been disposed of by the 
taxpayer before properties acquired by the tax- 
payer at a later time. 

Pre-RSC History: Para. 26(8)(e) amended to add “(other than an 


indexed security)” by 1985, c. 45, subsec. 131(3), applicable after 
September 1983. 


Interpretation Bulletins: IT-78: Capital property owned on De- 
cember 31, 1971 — identical properties; IT-115R2: Fractional inter- 
est in shares; IT-199: Identical properties acquired in non-arm’s 
length transactions; IT-387R2: Meaning of “identical properties”. 
See also list at end of ITAR 26. 


(8.1) Idem — For the purposes of subsection (8), 
any property of a life insurance corporation that 
would, but for this subsection, be identical to any 
other property of the corporation shall be deemed not 
to be identical to that other property unless both 
properties are 


(a) included in the same segregated fund of the 
corporation; 

(b) non-segregated property used in the year in, 
or held in the course of, carrying on a life insur- 
ance business in Canada; or 

(c) non-segregated property used in the year in, 
or held in the course of, carrying on an insurance 
business in Canada, other than a life insurance 
business. 


Interpretation Bulletins: IT-387R2:: Meaning of “identical 
properties”. See also list at end of ITAR 26. 


(8.2) Idem — For the purposes of subsection (8), 
any bond, debenture, bill, note or other similar obli- 
gation issued by a debtor is identical to any other 
such obligation issued by that debtor if both are 
identical in respect of all rights (in equity or other- 
wise, either immediately or in the future and either 
absolutely or contingently) attaching thereto, except 
as regards the principal amount thereof. 

Pre-RSC History: Subsecs. 26(8.1), (8.2) added by 1974-75-76, c. 
26,.subsec. 131(7). 


Interpretation Bulletins: IT-387R2: Meaning of “identical 
properties”. See also list at end of ITAR 26. 


(8.3) ldem — Where a corporation resident in Can- 
ada has, after 1971, received a stock dividend in re- 
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spect of a share owned on June 18, 1971 and Decem- 
ber 31, 1971 by it or by a corporation with which it 
did not deal at arm’s length of the capital stock of a 
foreign affiliate of that corporation and the share or 
shares received as the stock dividend are identical to 
the share in respect of which the stock dividend was 
received, the share or shares received as the stock 
dividend may, at the option of the corporation, be 
deemed for the purposes of subsection (5) to be capi- 
tal property owned by it on June 18, 1971 and for the 
purposes of this subsection, paragraph (3)(c) and 
subsection (8) to be capital property owned by it on 
June 18, 1971 and December 31, 1971 and not to be 
property acquired by the corporation after 1971 for 
the purposes of paragraph (8)(e). 


(8.4) Idem — Where a corporation resident in Can- 
ada has, after 1971, received a stock dividend in re- 
spect of a share acquired by it after June 18, 1971 
from a person with whom it was dealing at arm’s 
length and owned by it on December 31, 1971 of the 
capital stock of a foreign affiliate of that corporation 
and the share or shares received as the stock divi- 
dend are identical to the share in respect of which the 
stock dividend was received, the share or shares re- 
ceived as the stock dividend may, at the option of the 
corporation, be deemed for the purposes of this sub- 
section, paragraph (3)(c) and subsection (8) to be 
capital property owned by it on December 31, 1971 
and not to be property acquired by the corporation 
after 1971 for the purposes of paragraph (8)(e). 


(8.5) Amalgamation — For the purposes of sub- 
sections (8.3) and (8.4), where there has been an 
amalgamation (within the meaning of section 87 of 
the amended Act), the new corporation shall be 
deemed to be the same corporation as, and a continu- 
ation of, each predecessor corporation. 

Pre-RSC History: Subsec. 26(8.3) substituted, subsecs. (8.4), 
(8.5) added by 1979, c. 5, s. 68, applicable to 1972 et seq. 


Subsec. 26(8.3) added by 1976-77, c. 4, subsec. 80(1), applicable to 
1972 et seq. 


(9) Cost of interest in partnership — For the 
purpose of computing, at any particular time after 
1971, the adjusted cost base to a taxpayer of an inter- 
est in a partnership of which he was a member on 
December 31, 1971 and thereafter without interrup- 
tion until the particular time, the cost to the taxpayer 
of the interest shall be deemed to be the amount that 
is neither the greatest nor the least of the following 
three amounts, namely: 


(a) its actual cost to the taxpayer as of the particu- 
lar time, 


(b) the amount determined under subsection (9.1) 
in respect of the interest as.of the particular time, 
and 


(c) the amount, if any, by which the total of the 
fair market value of the interest at the particular 
time and all amounts required by subsection 
53(2) of the amended Act to be deducted in com- 
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puting its adjusted cost base to the taxpayer im-— 
mediately before the particular time exceeds the 


total of all amounts required by subsection 53(1) 
of the amended Act to be added in computing its 
adjusted cost base to the taxpayer immediately 
before the particular time, 


except that where two or more of the amounts deter- 
mined under paragraphs (a) to (c) in respect of the 
interest are the same amount, that amount shall be 
deemed.to be its cost to the taxpayer... 

Forms: T4A-RCA Supp: Statement of amounts paid out of, under 


or in conjunction with an RCA; T2065: Determination of adjusted 
cost base of a partnership. interest. 


(9.1) Determination of amount for purposes 
of subsec. (9) -— For the purposes of subsection 
(9), the amount determined under this subsection in 
respect of a taxpayer’s interest in a partnership as of 
a particular time is the amount, if any, by which the 
total of — 


-(a) the taxpayer’s share, determined at the begin- 

ning of the first fiscal period of the partnership 
ending after 1971, of the tax equity of the part- 
nership at the particular time, 


(b) such part of any contribution of capital made 
by the taxpayer to the partnership (otherwise than 
by way of loan) before 1972 and after the begin- 
ning of the partnership’s first fiscal period ending 

after 1971, as cannot reasonably be regarded as a 
gift made to, or for the benefit of, any other mem- 
ber of the partnership who was related to the tax- 
payer, and 


(c) the.amount.of any consideration that became 
payable by the. taxpayer after 1971 to any other 
person to acquire, after 1971, any right in respect 

_ of. the partnership, the sole purpose of the acqui- 
sition of which. was to. increase the taxpayer’s in- 
terest in the partnership, 


exceeds the total of 


-(d) ‘all: amounts received by the taxpayer before 
1972 and after the beginning of the partnership’s 
first fiscal period ending after 1971 as, on ac- 

- count of, in lieu of payment of.or in satisfaction 

_ of, a distribution of the taxpayer’s share of the 
partnership profits or partnership capital, and 


(e) all amounts each of which is an amount in re- 
spect of the disposition by the taxpayer after 1971 
and before the particular time of a part of the tax- 
payer’s interest in the partnership, equal to. such 
portion of the adjusted cost base to the taxpayer 
of the interest immediately before the disposition 
as may reasonably be regarded as attributable to 
the part so disposed of. 


(9.2) Where interest acquired before 1972 and 
after beginning of 1st fiscal period ending 
after 1971 — Where a taxpayer has; before 1972 
and after the beginning of the first fiscal period of a 
partnership ending after 1971, acquired an interest in 


ITAR 26(9.4)(b) 


the partnership from another person, subsection (9.1) 
applies as if, for the purposes of paragraphs (a), (b) 
and (d) thereof, the taxpayer had had in respect of 
the interest, throughout the period beginning at the 
beginning of that fiscal period and ending at the time 
the taxpayer acquired the interest, the same position 
in relation to the partnership as the taxpayer would 
have had in relation thereto if, throughout that pe- 
riod, the taxpayer had been the owner of the interest. 


(9.3) Amounts deemed to be required to be 
deducted in respect of interest in partner- 
ship — For the purpose of computing, at any partic- 
ular time after 1971, the adjusted cost base to a tax- 
payer of an interest in a partnership of which the 
taxpayer was a member on December 31, 1971 and 
thereafter without interruption until the particular 
time, the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts in respect of the 
interest determined under paragraph (9.1)(d) 


exceeds 
(ii) the total of 


(A) the taxpayer’s share, determined at the 
beginning of the first fiscal period of the 
partnership ending after 1971, of the tax 
equity of the partnership at the particular 
time, and 


(B) the amount in respect of the interest 
determined under paragraph (9.1)(b), and 


(b) the amount, if any, by which 


(i) the total of all amounts in respect of the 
interest determined as of the particular time 
under paragraphs (14)(e) to (g) 

exceeds 


(ii) the total of all amounts in respect of the 
interest determined as of the particular time 
under paragraphs (14)(a) to (d), 
shall be deemed to be required by subsection 53(2) 
of the amended Act to be deducted. 


(9.4) Application of section 53 of amended 
Act in respect of interest in partnership — 
For the purpose of computing, at any particular time 
after 1971, the adjusted cost base to a taxpayer of an 
interest in a partnership of which the taxpayer was a 
member'on December 31, 1971 and thereafter with- 
out interruption until the particular time, 
(a) the reference in clause 53(1)(e)G)(B) of the 
amended Act to “relating to” shall be read as a 
reference to “relating to section 14 or to”; and 
(b) clause 53(2)(c)(i)(B) of the amended Act shall 
be read as follows: | 
‘(B) paragraphs 12(1)(o).and (z.5), 18(1)(@m) 
and 20(1)(v.1), section 31, subsection 40(2), 
section 55 and subsections 69(6) and (7) of 
this Act, paragraphs 20(1)(gg) and 81(1)@) 
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and (s) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, and 
the provisions of the Income Tax Applica- 
tion Rules relating to section 14, and” 
History: Para. 26(9.4)(b) amended by 1997, c. 25, s. 72, applicable 
for the purpose of computing the adjusted cost base of property after 
1996. Para. (b) formerly read: 
(b) clause 53(2)(c)(i)(B) of the amended Act shall be read as 
follows: 
‘“(B) paragraphs 12(1)(0), 18(1)(m) and 20(1)(v.1), sec- 
tion 31, subsection 40(2), section 55 and subsections 
69(6) and (7) of this Act, paragraphs 20(1)(gg) and 
81(1)(r) and (s) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, and the provisions of 
the Income Tax Application Rules relating to section 14, 
and” 
Pre-RSC History: Para. 26(9.:4)(b) substituted by 1984, c. 1, s. 
107, to substitute “paragraph 69(7.1)(b)” for “paragraphs 81(1)(r) 
and (s)”, applicable to 1982 et seg. except that for the period before 
January 19, 1984, the reference to “paragraph 81(1)(r)” in para. 
26(9.4)(b), as substituted, shall be read as “paragraphs 69(7.1)(b), 
811 )a)”. 
Para. 26(9.4)(b) substituted by 1980-81-82-83, c. 140, subsec. 
133(3), applicable in determining the adjusted cost base of a part- 
nership interest after October 28, 1980 and, where a person has 
elected before 1982 under subsec. 22(13) of 1980-81-82-83, c. 48, 
subsec. (3) is applicable in determining the adjusted cost base of a 
partnership interest disposed of by him after 1976 and before Octo- 
ber 29, 1980. Para. 26(9.4)(b) formerly read: 


(b) clause 53(2)(c)(i)(B) of the amended Act shall be read as 
follows: 


“(B) section 31, subsection 40(2), section 55 and the 
provisions of the Income Tax Application Rules, 1971 
relating to section 14”. 


(10) Where paragraph 128.1(1)(b) applies — 
Where subsection 48(3) of the amended Act, as it 
read in its application before 1993, or paragraph 
128.1(1)(b) of the amended Act applies for the pur- 
pose of determining the cost to a taxpayer of any 
property, this section does not apply for that purpose. 
History: ITAR 26(10) amended by 1994, c. 21, s. 118, applicable 
after 1992 except that, where a corporation elects in accordance 
with para. 111(4)(a) of 1994, c. 21 (see subsec. 250(5.1)), the 
amended subsec. applies to the corporation from the time the corpo- 
ration was first granted articles of continuation (or similar constitu- 
tional documents) in any jurisdiction. That subsec. formerly read: 


(10) Where subsec. 48(3) applies — Where subsection 
48(3) of the amended Act applies for the purpose of deter- 
mining the cost to a taxpayer of any property, this section 
does not apply for that purpose. 


(11) Fair market value of publicly-traded se- 
curities — For the purposes of this section, the fair 
market value on valuation day of any property pre- 
scribed to be a publicly-traded share or security shall 
be deemed to be the greater of the amount, if any, 
prescribed in respect of that property and the fair 
market value of that property, otherwise determined, 
on valuation day. 


Regulations: 4400 (prescribed property); Sch. VII (list of fair 
market values of publicly-traded securities). 


Interpretation Bulletins: IT-84: Capital property owned on De- 
cember 31, 1971 — Median rule (Tax-free zone). See also list at 
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end of ITAR 26. 
Information Circulars: 72-25R4: Business equity valuations. 


(11.1) Fair market value of share of foreign af- 
filiate — For the purposes of computing the fair 
market value 


(a) on December 31, 1971, or 


(b) at any subsequent time for the purposes of 
subsection (4), 


of any shares owned by a taxpayer resident in Can- 
ada of the capital stock of a foreign affiliate of the 
taxpayer, the fair market value at that time of any 
asset owned by the foreign affiliate at that time 


(c) that was subsequently acquired by the tax- 
payer from the foreign affiliate 


(i) as a dividend payable in kind, 


(11) as a benefit the amount of which was 
deemed by paragraph 80.1(4)(b) of the 
amended Act to have been received by the 
taxpayer as a dividend from the foreign affili- 
ate, or 


(iii) as consideration for the settlement or ex- 
tinguishment of an obligation described in 
subsection 80.1(5) of the amended Act, and 


(d) in respect of which subsection 80.1(4) or (5), 
as the case may be, of the amended Act applies 
because of an election described in.that subsec- 
tion made by the taxpayer, 


shall be deemed to be the principal amount of that 
asset. 


(11.2) Idem — For the purposes of computing the 
fair market value on December 31, 1971 of any 
shares owned by a taxpayer resident in Canada of the 
capital stock of a foreign affiliate of the taxpayer, the 
fair market value on that day of any asset owned by 
the foreign affiliate on that day 


(a) that was subsequently acquired by the tax- 
payer from the foreign affiliate as described in 
paragraph 80.1(6)(a) or (b) of the amended Act, 
and 


(b) in respect of which subsection 80.1(1) of the 
amended Act applies because of an election de- 
scribed in subsection 80.1(6) of that Act made by 
the taxpayer, 


shall be deemed to be the principal amount of that 
asset. 


Pre-RSC History: Subsecs. 26(11.1), (11.2) added by 1973- WA: 
14, subsec. 75(4). 


(12) Definitions — In this section, 


“amortized cost” to a taxpayer of any obligation on 
January 1, 1972 means 


(a) the principal amount of the obligation, if its 
actual cost to the taxpayer was less than 100% 
but not less than 95% of that principal amount 
and the obligation was issued before November 
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8, 1969, 


~ (b) the actual cost to the taxpayer of the obliga- 
tion, if the actual cost to the taxpayer thereof was 
less than 105% but not less than 100% of the 
principal amount thereof, and 


(c) in any other case, the actual cost to the tax- 
payer of the obligation, plus that proportion of 
the discount or minus that, proportion of the pre- 
mium, as the case may be, in respect thereof that 


(i) the number of full months in the period 
commencing. with the day the taxpayer last ac- 
quired the obligation and ending with valua- 
tion day, 


is of 


(ii) the number of full months in the period 
commencing with the day the taxpayer last ac- 


quired the obligation and ending with the date | 


of its maturity; 


Pre-RSC History: The definition 
26(12)(a). 


“amortized cost” was para. 


Interpretation Bulletins: IT-319: Cost of obligations owned on — 


December 31, 1971. See also list at end of ITAR 26. 


“capital property” of a taxpayer means any depre- 
ciable property of the taxpayer, and any property 
(other than depreciable property) any gain or loss 
from the disposition of which would, if the property 
were disposed of after 1971, be a capital gain or a 
capital loss, as the case may be, of the taxpayer; 
Pre-RSC History: The definition “capital property” was para. 
26(12)(b). 


“discount” in respect of any obligation owned by a 
taxpayer means the amount, if any, by which the 
principal amount thereof exceeds its actual cost to 
the taxpayer determined without reference to subsec- 
tion (3); } 


Pre-RSC History: The definition “discount” was para. 26(12)(c). 


“eligible capital property” of a taxpayer means any 
property,./2.0f any amount payable to the taxpayer as 
consideration for the disposition of which would, if 
the property were disposed of after 1971, be an eligi- 
ble capital amount in respect of a business within the 
meaning. assigned by subsection 14(1) of the 
amended Act; 

Pre-RSC History: The definition. “eligible capital property” was 
para, 26(12)(d): 


“obligation” means a bond, debenture, bill, note, 
mortgage or agreement of sale; 


Pre-RSC History: The definition 
26(12)(e). 


“obligation” was para. 


“premium” in respect of any obligation owned by a 
taxpayer means the amount, if any, by which its ac- 
tual cost to the taxpayer determined without refer- 
ence to: subsection (3) exceeds the principal amount 
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thereof; 
Pre-RSC History: The definition “premium” was para. 26(12)(f). 


“‘tax equity” of a partnership at any particular time 
means the amount, if any, by which the total of 


| amounts each of which is © 


(a) the amount of any money of the partnership 
on hand at the beginning of its first fiscal period 
ending after 1971, 


(b) the cost amount to the partnership, at the be- 
ginning of that fiscal period, of any partnership 
property other than capital Broperty or eligible 
capital property, 


(c) an amount: in respect of any property (other 
than depreciable property) that was, at the begin- 
ning of that fiscal period, capital property of the 
partnership, equal to, 


(i) where the property was disposed of before 
1972, the proceeds of disposition thereof, 


(ii) where the property was disposed of after 
1971 and before the particular time, the 
amount determined under this section to be its 
cost to the partnership for the purposes of 
computing its adjusted. cost base to the part- 
nership immediately before.it. was disposed 
of, and 


(iii) in any other case, the amount determined 
under this section to be its cost to the partner- 
ship for the purposes of computing its ad- 
justed cost base to the partnership immedi- 
ately before the particular time, 


(d) an amount in respect of any prescribed class 
of depreciable property of the partnership, equal 
to the amount, if any, by which the total of the 
undepreciated capital cost tothe partnership of 
property of that class as of January 1, 1972 ex- 
ceeds the capital cost.to the partnership of prop- 
erty of that class acquired. by. it after the begin- 
ning of that fiscal period and before 1972, 


(e) an amount in respect of any other depreciable 
property of .the partnership at the beginning of 
that fiscal period, equal to the amount by which 


(i) the actual cost of the property to the part- 
nership; or the amount at which the partner- 
ship was deemed to have acquired the prop- 
erty under subsection 20(6) of the Act as it 
read in its application to the..1971. taxation 
year, as the case may be, 


exceeds 


(ii) the total of all amounts in respect of the 
cost of the property that were allowed under 
paragraph 11(1)(a) of the Act as it read in 
computing the income from the partnership of 
the members thereof for taxation years ending 
before 1972, 


(f).an amount’in respect of any property that was, 
at the beginning of that fiscal period,: partnership 
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property that was depreciable property, equal to 


(i) where the property was disposed of before 
1972, the proceeds of disposition thereof mi- 
nus the amount, if any, by which the lesser of 


(A) the proceeds of disposition thereof, 
and 


(B) the capital cost of the property, 
exceeds 


(C) in respect of depreciable property of a 
prescribed class, the undepreciated capital 
cost of all of the property of that class at 
the time of the disposition, or 


(D) in respect of any other depreciable 
property, the amount that would be deter- 
mined under paragraph (e) if the words “at 
the beginning of that fiscal period” were 
read as “at the time of the disposition”, 


(ii) where the property was disposed of after 
1971 and before the particular time, the 
amount, if any, by which the lesser of 


(A) the proceeds of disposition thereof, 
and 


(B) the fair market value of the property on 
valuation day, 


exceeds the capital cost to the partnership of 
the property, and 

(iii) in any other case, the amount, if any, by 
which 


(A) the lesser of the fair market value of 
the property on valuation day and its fair 
market value at the particular time 


exceeds 


(B) the capital cost to the partnership of 
the property, or 


(g) an amount in respect of any business carried 
on by the partnership in its 1971 fiscal period and 
thereafter without interruption until the particular 
time, equal to the amount, if any, by which 


(i) 2 times the eligible capital amounts (within 
the meaning assigned by section 14 of the 
amended Act) in respect of the business (com- 
puted without reference to section. 21 of this 
Act) that would have become payable to the 
partnership 


would exceed 


(11) the amount that would be deemed by sub- 
section 21(1) to be the amount that had be- 
come payable to the partnership 


if the partnership had disposed of the business at 
the particular time for an amount equal to its fair 
market value at that time, 


exceeds the total of all amounts each of which is the 
amount of any debt owing by the partnership, or any 
other obligation of the partnership to pay an amount, 
that was outstanding at the beginning of the partner- 
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ship’s first fiscal period ending after 1971, minus 
such part, if any, thereof as would, if the amount had 
been paid by the partnership in that fiscal period, 
have been deductible in computing its income for 
that fiscal period. 

Pre-RSC History: The definition “tax equity” was para. 
26(12)(g). 

Subpara. 26(12)(g)(iv.1) added, all that portion of subpara. 


26(12)(g)(v) preceding clause (B) substituted by 1974-75-76, c. 26, 
subsecs. 131(8), (9). 


Subpara. 26(12)(g)(vi) substituted by 1973-74, c. 14, subsec. 75(5). 


(13) Meaning of “actual cost” — For the pur- 
poses of this section, the “‘actual cost” to a person of 
any property means, except as expressly otherwise 
provided in this section, the amount, if any, by which 


(a) its cost to the person computed without regard 
to the provisions of this section 


exceeds 


(b) such part of that cost as was deductible in 
computing the person’s income for any taxation 
year ending before 1972. 


Pre-RSC History: Subsec. 26(13) substituted by 1973-74, c. 14, 
subsec. 75(6). 


Interpretation Bulletins: IT-93: Capital property owned on De- 
cember 31, 1971 — meaning of actual cost and amortized cost. See 
also list at end of ITAR 26. 


(14) Idem — For the purposes of this section, the 
“actual cost” to a taxpayer, as of any particular time 
after 1971, of an interest in a partnership of which 
the taxpayer was a member on December 31, 1971 
and thereafter without interruption until the particu- 
lar time means the amount, if any, by which the total 
of 


(a) the cost to the taxpayer of the interest, com- 
puted as of the particular time without regard to 
the provisions of this section, 


(b) the total of all amounts each of which is an 
amount in respect of a fiscal period of the part- 
nership that ended before 1972, equal to the total 
of 


(i) the amount. that the taxpayer’s income 
from the partnership for the taxation year of 
the taxpayer in which the period ended would 
have been, if the former Act had been read 
without reference to subsection 83(5) of that 
Act, and 


(i1) the taxpayer’s share, determined at the end 
of the period, of all profits made from disposi- 
tions in the period of capital assets that were 
partnership property of the partnership, to the 
extent that those profits were not included in 
computing the income or loss, as the case may 
be, from the partnership, of any member 
thereof, 


(c) where the taxpayer had, before 1972; made a 
contribution of capital to the partnership other- 
wise than by way of loan, such part of the contri- 
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bution as cannot reasonably be regarded as a gift 
made to, or for the benefit of, any other member 
of the partnership who was related.to the. tax- 
payer, and 


(d) where, by means of the partnership, the tax- 
payer carried on before 1972 a.business that was 
a profession, the amount that the taxpayer’s 1971 
receivables (within the meaning assigned by sub- 
‘section 23(5)) in respect of the business would 
have been if, before 1972, the taxpayer had car- 
ried on no businesses except by means of the 
partnership, 
exceeds the total of 
(e) all amounts each of which is an amount in re- 
spect of the disposition by the taxpayer before the 


particular time of a part of the taxpayer’s interest 
in the partnership, equal to such portion of, 


(i) where the disposition was made before | 


1972, the actual cost to the REY ED of the in- 
terest, and 


(ii) in any other case, the adjusted cost base to 
the taxpayer of the interest immediately 
before the disposition, 


as can reasonably be regarded as attributable to 
the part so, disposed of, 


(f) all amounts each of which is an amount in re- 
spect of a fiscal period of the partnership that en- 
ded before 1972, equal to the total of 


(i) the amount that would have been the tax- 
payer’s loss from the partnership for the taxa- 
tion year of the taxpayer in which the period 
ended if the former Act had been read without 
reference to subsection 83(5) of that Act, 


(ii) the taxpayers’ share, determined at the end 
of the period, of all losses sustained from dis- 
positions in the period of capital assets that 
were partnership property of the partnership, 
to the extent that those losses were not in- 
cluded in computing the loss or income, as the 
case may be, from the partnership, of any 
member thereof, and 


(iii) the taxpayer’s share, determined at the 
end of the period, of such of the drilling and 
exploration expenses, including all general ge- 
ological and geophysical expenses incurred by 
the partnership while the taxpayer was a 
member thereof, on or in respect of exploring 
or drilling for petroleum or natural gas in Can- 
ada as were incurred in the period and after 
1948, to the extent that those expenses were 
not deducted in computing the taxpayer’s in- 
come from the partnership for the taxpayer’s 
1971 or any preceding taxation year, and 


(g) all amounts received by the taxpayer before 
1972 as, on account of, in lieu of payment of or 
in satisfaction of, a distribution of the taxpayer’s 
share of the partnership profits or partnership 
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capital. 


(15) Idem — For the purposes of this section and 
subsection 88(2.1) of the amended Act, the “actual 
cost” to a taxpayer, as of any particular time after 
1971, of any shares (in this subsection referred to as 
“new shares”) of any class of the capital stock of a 
new corporation formed as a result of an amalgama- 
tion of two or more corporations (within the meaning 
of section 851 of the former Act as it read in its ap- 
plication to the 1971 taxation year) that were 


(a) owned by the taxpayer on December 31, 
1971, and thereafter without interruption until the 
particular time, and 


(b). acquired by the taxpayer by the conversion, 
because of the amalgamation, of shares of the 
capital stock of a predecessor corporation into 
shares of the capital stock of the new corporation, 


means that proportion of the actual cost to the tax- 
payer of any shares owned by the taxpayer that were 
so converted because of the amalgamation that the 
fair market value, immediately after the amalgama- 
tion, of the new shares of that class so acquired by 
the taxpayer is of the fair market value, immediately 
after the amalgamation, of all of the shares of the 
capital stock of the new corporation : so acquired by 
the taxpayer. 

Pre-RSC History: All that portion of subsec. 26(15) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(2), applicable af- 
ter December 31, 1978, to add “and subsection 88(2.1) of the 
amended Act’. 


(16) Idem — For the purposes of this section, the 
“actual cost” to an individual, as of any particular 
time after 1971, of any share of the capital stock of a 
corporation that was 


(a) owned by the individual on December 31, 
1971 and thereafter without interruption until the 
particular time, and 


(b) acquired by the individual in a taxation year 
before 1972 under an agreement referred to in 
subsection 85A(1) of the former Act as it read in 
its application to that taxation year, 


means an amount equal to the greater of 


(c) the actual cost to the individual of the share 
computed without regard to this subsection, and 


(d) the fair market value of the share at the time 
the individual so acquired it. 


(17) Idem — For the purposes of this section and 
subsection 88(2.1) of the amended Act, the “actual 
cost” to a taxpayer, as of any particular time after 
1971, of any capital property received by the tax- 
payer before 1972 and owned by the taxpayer there- 
after without interruption until the particular time 
means, 


(a) where the property was so received as, on ac- 
count of, in lieu of payment of or in satisfaction 
of, a dividend payable in kind (other than a stock 
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dividend) in respect of a share owned by the tax- 
payer of the capital stock of a corporation, the 
fair market value of that property at the time the 
property was so received; 


(b) where the property so received was a share of 
the capital stock of a corporation received by the 
taxpayer as a stock dividend, the amount that, be- 
cause of the receipt of the share, was deemed by 
subsection 81(3) of the former Act to have been 
received by the taxpayer as a dividend; and 


(c) where the property was so received from a 

pension fund or plan, an employees profit sharing 

plan, a retirement savings plan, a deferred profit 

sharing plan or a supplementary unemployment 

benefit plan, the fair market value of that prop- 

erty at the time the property was so received. 
Pre-RSC History: All that portion of subsec. 26(17) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(3), applicable af- 
ter December 31, 1978, to add “and subsection 88(2.1) of the 
amended Act”. 


Para. 26(17)(c) added by 1974-75-76, c. 26, subsec. 131(10). 


(17.1) Application — Where a taxpayer is deemed 
to have acquired a property because of subsection 
138(11.3) of the amended Act, this section does not 
apply in respect of any subsequent disposition or 
deemed disposition of the property. 

Pre-RSC History: Subsec. 26(17.1) added by 1980-81-82-83, c. 


140, subsec. 133(4), applicable to taxation years commencing after 
November 12, 1981. 


Interpretation Bulletins: IT-88R2: Stock dividends. See also list 
at end of ITAR 26. 


(18) Transfer of farm land by a farmer to [the 
farmer’s] child at death — Where 


(a) a taxpayer owned, on December 31, 1971 and 
thereafter without interruption until the tax- 
payer’s death, any land referred to in subsection 
70(9) of the amended Act, 


(b) the land has, on or after the death of the tax- 
payer and as a consequence thereof, been trans- 
ferred or distributed to a child of the taxpayer 
who was resident in Canada immediately before 
the death of the taxpayer, and 


(c) it can be shown, within the period ending 36 
months after the death of the taxpayer or, where 
written application therefor has been made to the 
Minister by the legal representative of the tax- 
payer within that period, within such longer pe- 
riod as the Minister considers reasonable in the 
circumstances, that the land has become vested 
indefeasibly in the child, 


the following rules apply: 


(d) paragraph 70(9)(b) of the amended Act does 

_ not apply for the purpose of determining the cost 
to the child of the land or part thereof, as the case 
may be, and 


(e) subsection (5) applies in respect of the trans- 
fer or distribution of the land to the child as if the 


Income Tax Application Rules 


references in that subsection to “June 18, 1971” 
were references to “December 31, 1971”. 


Pre-RSC History: Para. 26(18)(c) substituted by 1985, c. 45, 
subsec. 131(4), applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the day that is 
90 days after October 29, 1985. 
Para. 26(18)(c) formerly read: 


(c) the land can, within 15 months after the death of the tax- 
payer or such longer period as is reasonable in the circum- 
stances, be established to have become vested indefeasibly in 
the child not later than 15 months after the death of the 
taxpayer, 
Para. 26(18)(c) substituted by 1976-77, c. 4, subsec. 80(3), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-449R: Meaning of “vested indefeasi- 
bly”. See also list at end of ITAR 26. 


(19) Inter vivos transfer of farm land by a 
farmer to child — Where a taxpayer owned, on 
December 31, 1971, and thereafter without interrup- 
tion until a transfer thereof by the taxpayer to the 
taxpayer’s child, in circumstances to which subsec- 
tion 73(3) of the amended Act applies, land referred 
to in that subsection, 


(a) paragraph 73(3)(d) of the amended Act does 
not apply for the purpose of determining the cost 
to the child of the land; and 


(b) subsection (5) shall apply in respect of the 
transfer of the land to the child as if the refer- 
ences in that subsection to “June 18, 1971” were 
references to “December 31, 1971”. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child. See also list at end of ITAR 26. 


(20) Extended meaning of “child” — For the 
purposes of subsections (18) and (19), “child” of a 
taxpayer includes 


(a) a child of the taxpayer’s child; 
(b) a child of the taxpayer’s child’s child; and 


(c) a person who, at any time before attaining the 
age of 21 years, was wholly dependent on the 
taxpayer for support and of whom the taxpayer 
had, at that time, in law or in fact, the custody 
and control. © 
Related Provisions: ITA 70(10) — Extended meaning of 
“child”. 
Pre-RSC History: Subsec. 26(20) substituted by 1984, c. 45, s. 
97, applicable with respect to transfers or distributions of property 
occurring after 1983. Subsec. 26(20) formerly read: 
(20) Extended meaning of “child” — For the purposes of 
subsections (18) and (19), “child” of a taxpayer includes a 
child of his child and a child of his child’s child. 


Subsecs. 26(15)-(20) added by 1973-74, c. 14, subsec. 75(7). 
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(21) Shares received on amalgamation — 
Where, after May 6, 1974, there has been an amalga- 
mation (within the meaning assigned by section 87 
of the amended Act) of two or more corporations 
(each of which is in this subsection referred to as a 
“predecessor corporation’) to form one corporate en- 
tity (in this subsection referred to as the “new corpo- 
ration’), and 


(a) any shareholder (except any predecessor cor- 
poration) owned shares of the capital stock of a 
predecessor corporation on .December 31, 1971 
and thereafter without interruption until immedi- 
ately before the amalgamation, 


(b) any shares referred to in paragraph (a) were 
shares of one class of the capital stock of a prede- 
cessor corporation (in this subsection referred to 
as the “old shares’’), 


(c) no consideration was received by the share- 
holder for the disposition of the old shares on the 
amalgamation other than shares of one class of 
the capital stock of the new corporation (in this 
subsection referred to as the “new shares”), and 


(c.1) the cost of the new shares received by the 
shareholder because of the amalgamation was de- 
termined otherwise than because of paragraph 
87(4)(e) of the amended Act, 


notwithstanding any other provision of this Act or of 
the amended Act, for the purposes of subsection 
88(2.1) of the amended Act and of determining the 
cost to the taxpayer and the adjusted cost base to the 
taxpayer of the new shares, 


(d) the property that was the old shares shall be 
deemed not to have been disposed of by the 
shareholder because of the amalgamation but to 
have been altered, in form only, because of the 
amalgamation and to have continued in existence 
in the form of the new shares, and 


(e) the property that is the new shares shall be 
deemed not to have been acquired by .the share- 
holder because of the amalgamation but to have 
been in existence prior thereto in the form of the 
old shares that were altered, in form only, be- 
cause of the amalgamation. 


Pre-RSC History: Para. 26(21)(c) substituted, para. 26(21)(c.1) 
added by 1980-81-82-83, c. 48, subsec. 116(1), applicable with re- 
spect to transactions occurring after December 11, 1979. Para. 
26(21)(c) formerly read: 


(c) no consideration was received by the shareholder for the 
disposition of the old shares on the amalgamation other than 
shares of one class of the capital stock of the new corporation 
(in this paragraph referred to as the “new shares”). 


All that portion of subsec. 26(21) following para. (c) and preceding 
para. (d) substituted by 1977-78, c. 1, subsec. 105(4), to substitute 
“subsection 88(2.1)” for “subparagraphs 89(1)(1)Gi) and (xiv)”, ap- 
plicable after December 31, 1978. 

Subsec. 26(21) substituted by 1974-75-76, c. 26, subsec. 131(11). 
Subsec. 26(21), as it read before March 13, 1975, is repealed in re- 
spect of amalgamations occurring after May 6, 1974 and subsec. 
26(21), as enacted by subsec. 131(11), is applicable in respect of 
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amalgamations occurring after that date. Subsec. 26(21) formerly 
read: 


(21) Where, after January 31, 1973, there has been an amal- 
gamation (within the meaning assigned by section 87 of the 
amended Act) of two or more corporations (each of which 
‘corporations is in this subsection referred to as a “predecessor 
corporation”) to form one corporate entity (in this subsection 
referred to as the “new corporation’), notwithstanding any 
other provision of these Rules or of the amended Act, the fol- 
lowing rules apply in respect of each shareholder (except any 
predecessor corporation) who owned shares of the capital 
stock of a predecessor corporation on December 31, 1971 and 
thereafter without interruption until immediately before the 
amalgamation: 


(a) where any such shares were preferred shares of one 
class of the capital stock of a predecessor corporation (in 
this paragraph referred to as the “old preferred shares”) 
and ‘no consideration was received by the shareholder for 
the disposition of the old preferred shares on the amalga- 
mation other than preferred shares of one. class of. the 
capital stock of the new corporation (in this paragraph re- 
ferred to as the “new preferred shares”) having substan- 
tially the same rights and conditions attaching thereto 
(determined without regard to any voting rights attaching 
to any shares) as) attached to the old preferred shares. so 
disposed of by him, for the purposes of subparagraphs 
89(1)(1)(41) and (vii) of the amended Act and of determin- 
ing the cost to the shareholder and the adjusted cost base 
to the shareholder of the new preferred shares, 


(i) the property that wasthe old preferred shares shall 
be deemed not to have been disposed of by the share- 
holder by virtue of the amalgamation but to have 
been altered, in form only, by. virtue thereof and to 
have continued in existence in the form of the new 
preferred shares, and 


(ii) the property that is the new preferred shares shall 
be deemed not to have been acquired by. the share- 
holder by virtue of the amalgamation, but to have 
been in existence prior thereto in the form of the old 
preferred shares that were altered, in form only, by 
virtue of the amalgamation; and 


(b) where any such shares were common shares of one 
class of the capital stock of a predecessor corporation (in 
this paragraph referred to as the “old common shares”) 
and no consideration was received by the shareholder for 
the disposition of the old common shares on the amalga- 
mation other than common shares of one class of. the new 
corporation (in this paragraph referred to. as the.“new 
common shares”), and the cost to him of the new com- 
mon shares would, but for this paragraph, be determined 
under subparagraph 87(4)(b)(v) of the amended Act, for 
the purposes of subparagraphs 89(1)(1)@i) and (vii) of the 
amended Act and of determining the cost to the share- 
holder and the adjusted cost base to the shareholder of 
the new common: shares, 


(i) the property that was the old common shares shall 
be deemed not to have been disposed of by the share- 
holder by-virtue of the amalgamation but to have 
been altered, in form only, by virtue thereof and to 
have continued in existence in the form of the new 
common shares, and 


(ii), the property that is the new. common shares shall 
be deemed not to have been acquired by the share- 
holder by virtue of the amalgamation, but, to have 
been in existence prior thereto in the form of the old 
common shares that were altered, in form only, by 
virtue of the amalgamation. 
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Subsec. 26(21) added by 1973-74, c. 30, s. 28. 


(22) Options received on amalgamations — 
Where, after May 6, 1974, there has been an amalga- 
mation (within the meaning assigned by section 87 
of the amended Act) of two or more corporations 
(each of which is in this subsection referred to as a 
“predecessor corporation’’) to form one corporate en- 
tity (in this subsection referred to as the “new corpo- 
ration”) and a taxpayer has acquired an option to ac- 
quire capital property that was shares of the capital 
stock of the new corporation (in this subsection re- 
ferred to as the “new option”) as sole consideration 
for the disposition on the amalgamation of an option 
to acquire shares of the capital stock of a predecessor 
corporation (in this subsection referred to as the “‘old 
option”) owned by the taxpayer on December 31, 
1971 and thereafter without interruption until imme- 
diately before the amalgamation, notwithstanding 
any other provision of this Act or of the amended 
Act, for the purposes of subsection 88(2.1) of the 
amended Act and of determining the cost to the tax- 
payer and the adjusted cost base to the taxpayer of 
the new option, 


(a) the property that was the old option shall be 
deemed not to have been disposed of by the tax- 
payer because of the amalgamation but to have 
been altered, in form only, because of the amal- 
gamation and to have continued in existence in 
the form of the new option; and 


(b) the property that is the new option shall be 

deemed not to have been acquired by the tax- 

payer because of the amalgamation but to have 

been in existence prior thereto in the form of the 

old option that was altered, in form only, because 

of the amalgamation. 
Pre-RSC History: All that portion of subsec. 26(22) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(5), to substitute 
“subsection 88(2.1)” for “subparagraphs 89(1)(1)(ii) and (xivy”, ap- 
plicable after December 31, 1978. 


Subsec. 26(22) added by 1974-75-76, c. 26, subsec. 131(11). 


(23) Obligations received on amalgama- 
tions — Where, after May 6, 1974, there has been 
an amalgamation (within the meaning assigned by 
section 87 of the amended Act) of two or more cor- 
porations (each of which is in this subsection re- 
ferred to as a “predecessor corporation’) to form one 
corporate entity (in this subsection referred to as the 
“new corporation”) and a taxpayer has acquired a 
capital property that was a bond, debenture, note, 
mortgage or other similar obligation of the new cor- 
poration (in this subsection referred to as the “new 
obligation”) as sole consideration for the disposition 
on the amalgamation of a bond, debenture, note, 
mortgage or other similar obligation respectively of 
a predecessor corporation (in this subsection referred 
to as the “old obligation”) owned by the taxpayer on 
December 31, 1971 and thereafter without interrup- 
tion until immediately before the amalgamation, not- 
withstanding any other provision of this Act or of the 
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amended Act, for the purposes of subsection 88(2.1) 
of the amended Act and of determining the cost to 
the taxpayer and the adjusted cost base to the tax- 
payer of the new obligation, 


(a) the property that was the old obligation shall 
be deemed not to have been disposed of by the 
taxpayer because of the amalgamation but to 
have been altered, in form only, because of the 
amalgamation and to have continued in existence 
in the form of the new obligation; and 


(b) the property that is the new obligation shall be 
deemed not to have been acquired by the tax- 
payer because of the amalgamation but to have 
been in existence prior thereto in the form of the 
old obligation that was altered, in form only, be- 
cause of the amalgamation. 
Pre-RSC History: All that portion of subsec. 26(23) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(6), to substitute 
“subsection 88(2.1)” for “subparagraphs 89(1)(1)(ii) and (xiv)’”, ap- 
plicable after December 31, 1978. 


Subsec. 26(23) added by 1974-75-76, c. 26, subsec. 131(11). 


(24) Convertible properties — Where there has 
been an exchange to which subsection 51(1) of the 
amended Act applies on which a taxpayer has ac- 
quired shares of one class of the capital stock of a 
corporation (in this subsection referred to as the 
“new shares’) in exchange for a share, bond, deben- 
ture or note of the corporation (in this subsection re- 
ferred to as the “old property”) owned by the tax- 
payer on December 31, 1971 and thereafter without 
interruption until immediately before the time of the 
exchange, notwithstanding any other provision of 
this Act or of the amended Act, for the purposes of 
subsection 88(2.1) of the amended Act and, where 
the exchange occurred after May 6, 1974, for the 
purposes of determining the cost to the taxpayer and 
the adjusted cost base to the taxpayer of the new 
shares, 


(a) the property that was the old property shall be 
deemed not to have been disposed of by the tax- 
payer because of the exchange but to have been 
altered, in form only, because of the exchange 
and to have continued in existence in the form of 
the new shares; and 


(b) the property that is the new shares shall be 
deemed not to have been acquired by the tax- 
payer because of the exchange but to have been 
in existence prior thereto in the form of the old 
property that was altered, in form only, because 
of the exchange. 

Pre-RSC History: All that portion of subsec. 26(24) preceding 

para. (a) substituted by 1980-81-82-83, c. 48, subsec. 116(2), appli- 

cable with respect to transactions occurring after December 11, 


1979, to substitute “subsection 51(1)” for “section 51” and 
“whereby” for “on which’. 


All that portion of subsec. 26(24) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 105(7), to substitute “subsection 88(2.1)” for 
“subparagraphs 89(1)(1)(ii) and (xiv), applicable after December 
31, 1978. 
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Subsec. 26(24) added by 1974-75-76, c. 26, subsec..131(11). 


Interpretation Bulletins: IT-146R3: Shares entitling sharehold- 
ers to choose taxable or other kinds of dividends; IT-474R: Amalga- 
mations of Canadian corporations. See also list at end of ITAR 26. 


(25) Bond conversion — Where, after May 6, 
1974, there has been an exchange to which section 
77 of the amended Act applies on which a taxpayer 
has acquired a bond of a debtor (in this subsection 
referred to as the “new bond”) in exchange for an- 
other bond of the same debtor (in this subsection re- 
ferred to as the “old bond”) owned by the taxpayer 
on December 31, 1971 and thereafter without inter- 
ruption until immediately before the exchange, not- 
withstanding any other provision of this Act or of the 
amended Act, for the purposes of subsection 88(2.1) 
of the amended Act and of determining the cost to 
the taxpayer and the adjusted cost base to the tax- 
payer of the new bond, 


(a) the property that was the old bond shall be 
deemed not to have been disposed of by the tax- 
payer because of the exchange but to have been 
altered, in form only, because of the exchange 
and to have continued in existence in the form of 
the new bond; and 


(b) the property that is the new. bond shall be 
deemed not to have been acquired by the tax- 
payer because of the exchange but to have been 
in existence prior thereto in the form of the old 
bond that was altered, in form only, because of 
the exchange. 
Pre-RSC History: All that portion of subsec. 26(25). preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(8), to substitute 
“Subsection 88(2.1)” for “subparagraphs 89(1)(1)(ii) and (xiv)”, ap- 
plicable after December 31, 1978. 


Subsec. 26(25) added by 1974-75-76, c. 26, subsec. 131(11). 


(26) Share for share exchange — Where, after 
May 6, 1974, there has been an exchange to which 
subsection 85.1(1) of the amended Act applies on 
which a taxpayer has acquired shares of any particu- 
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lar class of the capital stock of a corporation (in this 
subsection referred to as the “new shares”) in ex- 
change for shares of any particular class of the capi- 
tal stock of another corporation (in this subsection 
referred to as the “old shares”) owned. by the tax- 
payer on December 31, 1971 and thereafter without 
interruption until immediately before the exchange, 
notwithstanding any other provision of this Act or of 
the amended Act, for the purposes of subsection 
88(2.1) of the amended Act and of determining the 
cost to the taxpayer and the adjusted cost base to the 
taxpayer of the new shares, 


(a) the property that was the old shares shall be 
deemed not to have been disposed of by the tax- 
payer because of the exchange but to have been 
altered, in form only, because of the exchange 
and to have continued in existence in the form of 
the new shares; and 


(b) the property that is the new shares shall be 
deemed not to have been acquired by the tax- 
payer because of the exchange but to have been 
in existence prior thereto in the form of the old 
shares that were altered, in form only, because of | 
the exchange. 
Pre-RSC History: All that portion of subsec. 26(26) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(9), to substitute 
“subsection 88(2.1)” for “subparagraphs 89(1)(1)(Gi) and (xiv)”, ap- 
plicable after December 31, 1978. 


Subsec. 26(26) added by 1974-75-76, c. 26, subsec. 131(11). 
Interpretation Bulletins: IT-450R: Share for share exchange. 


(27) Reorganization of capital — Where, after 
May 6, 1974, there has been a reorganization of the 
capital of a corporation to which section 86 of the 
amended Act applies on which a taxpayer has ac- 
quired shares of a particular class of the capital stock 
of the corporation (in this subsection referred to as 
the “new shares’) as the sole consideration for the 
disposition on the reorganization of shares of another 
class of the capital stock of the corporation (in this 
subsection referred to as the “old shares”) owned by 
the taxpayer on December 31, 1971 and thereafter 
without interruption until immediately before the re- 
organization and the cost to the taxpayer of the new 
shares. was determined otherwise than because of 
subsection 86(2) of the amended Act, notwithstand- 
ing any other provision of this Act or of the amended 
Act, for the purposes of subsection 88(2.1) of the 
amended Act and of determining the cost to the tax- 
payer and the adjusted cost base to the taxpayer of 
the new shares, 


(a) the property that was the old shares shall be 
deemed not to. have been disposed of by the tax- 
payer because of the reorganization but to have 
been altered, in form only, because of the reor- 
ganization and to have continued in existence in 
the form of the new shares; and 


(b) the property that is the new shares shall be 
deemed not to have been acquired by the tax- 
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payer by virtue of the reorganization but to have 
been in existence prior thereto in the form of the 
old shares that’ were altered, in form only, be- 
cause of the reorganization. 
Pre-RSC History: All that portion of subsec. 26(27) preceding 
para. (a) substituted by 1980-8 1-82-83, c. 48, subsec. 116(3), appli- 
cable with respect to transactions occurring after December 11, 
1979. That portion formerly read: 


(27) Where, after May 6, 1974, there has been a reorganiza- 
tion of the capital of a corporation to which section 86 of the 
amended Act applies on which.a taxpayer has acquired shares 
of a particular class of the capital stock of the corporation (in 
this subsection referred to as the “new shares”) as the sole 
consideration for the disposition on the reorganization of 
shares of another class of the capital stock of the corporation 
(in this subsection referred to as the “old shares”) owned by 
the taxpayer on December 31, 1971 and thereafter without in- 
terruption until immediately before the reorganization, not- 
withstanding any other provision of these Rules or of the 
amended Act, for the purposes of subsection 88(2.1) of the 
amended Act and of determining the cost to the taxpayer and 
the adjusted cost base to the taxpayer of the new shares, 


All that portion of subsec. 26(27) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 105(10), applicable after December 31, 1978, 
to substitute “subsection 88(2.1)” for “subparagraphs 89(1)(1)(jii) 
and (xiv)”. 


Subsec. 26(27) added by 1974-75-76, c. 26, subsec. 131(11). 


Advance Tax Rulings: ATR-22R: Estate freeze using share 
exchange. 


(28) Idem — Where a taxpayer acquired a property 
(in this subsection referred to. as the “first property’’) 
in circumstances to which any of subsections (5) and 
(21) to (27) applied and subsequently acquires, in 
exchange for or in consideration for the disposition 
of the first property, another property in circum- 
stances to which any of subsections (21) to (27) 
would apply if the taxpayer had owned the first 
property on December 31, 1971 and thereafter with- 
out interruption until the time of the subsequent ac- 
quisition, for the purposes of applying subsections 
(21) to (27) in respect of that subsequent acquisition, 
the taxpayer shall be deemed to have owned the first 
property on December 31, 1971 and thereafter with- 
out interruption until the time of the subsequent 
acquisition. 

History: Subsec. 26(28) added by 1994, c. 7, Sch. I (1991, c. 49), 
s. 200, applicable to acquisitions of-property occurring after July 13, 
1990, except that, where the taxpayer so elected by notifying the 
Minister of National Revenue in writing either before 1993 or in the 
taxpayer’s return of income under Part I of the Act for the taxation 
year in which the taxpayer disposed of the property, the subsec. ap- 
plies to acquisitions occurring after May 6, 1974 and before July 14, 


1990 with respect to property that was owned by the taxpayer on 
July 13, 1990. 


Interpretation Bulletins: IT-450R: Share for share exchange. 


(29) Effect of election under subsection 
110.6(19) — Where subsection 110.6(19) of the 
amended Act applies to a particular property, for the 
purposes of determining the cost and the adjusted 
cost base to a taxpayer of any property at any time 
after February 22, 1994, the particular property shall 
be deemed not-to have been owned by any taxpayer 
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on December 31, 1971. 


History: Subsec. 26(29) added by 1995, c. 3, s. 57, in force March 
26, 1995. 


26.1 (1) Change of use of property before 
1972 — For the purposes of paragraph 40(2)(b) and 
the definition “principal residence” in section 54 of 
the amended Act, where a taxpayer owned, on De- 
cember 31, 1971, a property that is a housing unit, a 
leasehold interest in a housing unit or a share of the 
capital stock of a cooperative housing corporation, if 
the housing unit was, or if the share was acquired for 
the sole purpose of acquiring the right to inhabit, a 
housing unit owned by the corporation that was ordi- 
narily inhabited by the taxpayer, and the taxpayer 
began at any time thereafter but before 1972 to use 
the property for the purpose of gaining or producing 
income therefrom, or for the purpose of gaining or 
producing income from a business, and the taxpayer 
elected in the taxpayer’s return of income for the 
1974 or 1975 taxation year as if the taxpayer had be- 
gun to use the property for the purpose of gaining or 
producing income therefrom or for the purpose of 
gaining or producing income from a business on Jan- 
uary 1, 1972, the taxpayer shall be deemed to have 
made an election under subsection 45(2) of the 
amended Act in the taxpayer’s return of income for 
the 1972 taxation year and to have so begun to use 
the property. 


(2) No capital cost allowance while election 
in force — Where the taxpayer has made the elec- 
tion described in subsection (1), no amount may be 
deducted under paragraph 20(1)(a) of the amended 
Act for the 1974 and subsequent taxation years in re- 
spect of property referred to in that subsection while 
the election remains in force. 


Pre-RSC History: S. 26.1 added by 1974-75-76, c. 26, s. 132, 
deemed to have come into force on May 6, 1974. 
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27, 28. [Repealed under former Act] 


Pre-RSC History: Ss. 27, 28 nein by 1985, c..45, s. 132. Ss. 
27, 28 formerly read: . 


27. Moving expenses — For greater certainty, section 62 of 
the amended Act does not apply to permit the deduction, in 
computing a taxpayer’s income for a taxation year, of any 
amounts paid» by him as or on account of moving expenses 
incurred in the course of moving, before 1972, from one resi- 
dence to another residence. 


28. (1) Income derived from operation oth mine — Subject 
to prescribed. conditions, there shall not be included in com- 
puting the income ofa corporation, income derived from the 
operation-of a mine that came into production before 1974 to 
the extent that such income is gained or produced during the 
period commencing with the day on which the mine came 
into production and ending with the earlier of December 31, 
1973 and the day 36 months after the day the mine came into 
production, except that this subsection does not apply in re- 
spect of any mine that came into production after November 
7, 1969 unless the corporation so elects in respect thereof in 
prescribed manner and within prescribed time. 


(1.1) Income derived from the operation of a mine de- 
fined — The expression “income derived from the operation 
of a mine” is, for the purposes of this section and section 83 
of the former Act as it-read in its application to the 1971 and 
preceding taxation years, hereby declared to include and al- 
ways to have included the income of a corporation from the 
processing, to the prime metal stage or its equivalent, of ore 
“from a mineral resource owned by the corporation. 


(2) Definitions — In this section, 


(a) income derived from the operation of a mine — 
“¢ncome derived from the operation of a mine” means the 
income derived from the operation of the mine before 
any deduction is made under section 65 or 66 of the 
amended Act; ; 

(b) mine — “mine” does not include an oil well, gas 
well, brine well, sand pit, gravel pit, clay pit, shale pit or 
stone quarry (other than a deposit of oil shale or bitumi- 
nous sand) but does include a well for the extraction of 
material from a sylvite deposit and all such wells, the 
materials produced from which are sent to a single plant 
for processing, shall be deemed to be one mine; and 


(c) production — “production” means production in rea- 
sonable commercial quantities. 


Subsec. 28(1.1) added by 1974-75-76, c. 26, s. 133. 


29. (1) Deduction from income of petroleum 
or natural gas corporation — A corporation 
whose principal business is production, refining or 
marketing of petroleum, petroleum products or natu- 
ral gas or exploring or drilling for petroleum or natu- 
ral gas may: deduct, in computing its income for a 
taxation year, the lesser of | 


(a) the total of such of the drilling and explora- 
tion’ expenses, including all general geological 
and geophysical expenses, incurred by it on or in 
respect of exploring or drilling for petroleum or 
natural gas in Canada as were incurred during the 
calendar years 1949 to 1952, to the extent that 
they were not deductible in computing income 
for a previous taxation year, and 


(b) of that total, an amount equal to its income for 
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the taxation year if no deduction were allowed 
under this section or section 65, 66 or 66.1 of the 
amended Act minus the deductions allowed for 
the year under subsections (9), (10) and (25) of 
this section and sections 112 and 113 of the 
amended Act. nine 
Related Provisions: ITA 87(1.2)— New. corporation: deemed 
continuation of predecessor; ITAR 29(31) — Multiple deductions. 
History: Para. 29(1)(b) substituted by 1994, c. 7,.Sch. Il (1991, c. 


49), subsec. 201(1), applicable to taxation years ending after Febru- 
ary 17, 1987. That para. formerly read: 


(b) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this 
section or section 65, 66 or 66.1 of the amended Act, minus 
the deductions allowed for the year under subsections (9), 
(10) and (25) of this section, sections 112 and 113 of. the 
amended Act and subsections 66(6).and (7) and 66.1(4) and 
(5) of the Income tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952. 

Pre-RSC History: Para. 29(1)(b) substituted by 1977-78, c. 1, 

subsec. 106(1), applicable to taxation years ending after May 6, 

1974. Para. 29(1)(b) formerly read: 


(b) of that aggregate, an amount equal to its income for the 
taxation year , 


(i) if no deduction were allowed under section 65 of the 
amended Act, and 


(ii) if no deduction were allowed under this section or 
section 66 of: the amended Act, 


minus the deductions allowed for the year by subsections (25) - 
and (29) of this section, subsections 66(6) and (7) of the 
amended Act and sections 112 and 113 of the amended Act. 


(2) Deduction from income of mining. corpo- 
ration — A corporation whose principal business is 
mining. or exploring for minerals may deduct, in 
computing its income for a taxation year, the lesser 
of 


(a) the total of such of the prospecting, explora- 
tion and development expenses incurred by it in 
searching for minerals in Canada as were in- 
curred during 1952, to the extent that they were 
not deductible in computing income for a preced- 
ing taxation year, and 


(b) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this section or section 65, 66 or 66.1 of the 
amended Act minus the deductions allowed for 
the year under subsections (9), (10) and (25) of 
this section and sections 112 and 113 of the 
amended Act, 


if the corporation has filed certified statements of 
those expenses and has satisfied the Minister that it 
has been actively engaged in prospecting and explor- 
ing for minerals in Canada by means of qualified 
persons and has incurred the expenses for those 
purposes. : 

History: Para. 29(2)(b) substituted by 1994, c.7, Sch, II (1991, c. 


49), subsec. 201(2), applicable to taxation years ending after Febru- 
ary 17, 1987. That para. formerly read: 


(b) of that total, an amount that would. be equal to its income 
for the taxation year if no deduction were allowed under this 
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section or section 65, 66 or 66.1 of the amended Act, minus 
the deductions allowed for the year under subsections (9), 
(10) and (25) of this section, sections 112 and 113 of the 
amended Act and subsections 66(6) and (7) and 66.1(4) and 
(5) of the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, 


Pre-RSC History: Para. 29(2)(b) substituted by 1977-78, c. 1, 
subsec. 106(2), applicable to taxation years ending after May 6, 
1974. Para. 29(2)(b) formerly read: 


(b) of that aggregate, an amount equal to its income for the 
taxation year 


(i) if no deduction were allowed under section 65 of the 
amended Act, and 


(ii) if no deduction were allowed under this section or 
section 66 of the amended Act, 


minus the deductions allowed for the year by subsections (25) 
and (29) of this section, subsections 66(6) and (7) of the 
amended Act and sections 112 and 113 of the amended Act, 


(3) Deduction from income of petroleum or 
natural gas corporation or mining corpora- 
tion — A corporation whose principal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas, or ex- 
ploring or drilling for petroleum or natural gas, or 


(b) mining or exploring for minerals, 


may deduct, in computing its income for a taxation 
year, the lesser of 


(c) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum or natural gas 
in Canada, and 


(ii) the prospecting, exploration and develop- 
ment expenses incurred by it in searching for 
minerals in Canada, 


as were incurred after 1952 and before April 11, 
1962, to the extent that they were not deductible 
in computing income for a previous taxation year, 
and 


(d) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this section or section 65, 66 or 66.1 of the 
amended Act minus the deductions allowed for 
the year under subsections (1), (2), (9), (10) and 
(25) of this section and sections 112 and 113 of 
the amended Act. 


Related Provisions: ITAR 29(31) — Multiple deductions. 


History: Para. 29(3)(d) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 201(3), applicable to taxation years ending after Febru- 
ary 17, 1987. That para. formerly read: 


(d) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this 
section or section 65, 66 or 66.1 of the amended Act, minus 
the deductions allowed for the year under subsections (1), (2), 
(9), (10) and (25) of this section, sections 112 and 113 of the 
amended Act and subsections 66(6) and (7) and 66.1(4) and 
(5) of the Income Tax Act, chapter 148 of the Revised Stat- 
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utes of Canada, 1952. 


Pre-RSC History: Para. 29(3)(d) substituted by 1977-78; c. 1, 
subsec. 106(3), applicable to taxation years ending after May 6, 
1974. Para. 29(3)(d) formerly read: 


(d) of that aggregate, an amount equal to its income for the 
taxation year 


(i) if no deduction were allowed under section 65 of the 
amended Act, and 


(11) if no deduction were allowed under this section or 
section 66.of the amended Act, 


minus the deductions allowed for the year by subsections (1), 
(2), (25) and (29) of this section, subsections 66(6) and (7) of 
the amended Act and sections 112 and 113 of the amended 
Act. 


(4) Deduction from income of petroleum 
corporation, etc. — A corporation whose princi- 
pal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas, or ex- 
ploring or drilling for petroleum or natural gas, 


(b) mining or exploring for minerals, 


(c) processing mineral ores for the purpose of re- 
covering metals therefrom, 


(d) a combination of 


(i) processing mineral ores for the purpose of 
recovering metals therefrom, and 


(ii) processing metals recovered from the ores 
So processed, 


(e) fabricating metals, or 


(f) operating a pipeline for the transmission of oil 
or natural gas, 


may deduct, in computing its income for a taxation 
year, the lesser of 


(g) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum or natural gas 
in Canada, and 


(ii) the prospecting, exploration. and. develop- 
ment expenses incurred by it on searching for 
minerals in Canada, 


as were incurred after April 10, 1962 and before 
1972, to the extent that they were not deductible 
in computing income for a previous taxation year, 
and 


(h) of that total, an amount equal to its income for 
the taxation year if no deduction were. allowed 
under this subsection or section 65, 66 or 66.1 of 
the amended Act minus the deductions allowed 
for the year under subsection 66(2) and sections 
112 and 113 of the amended Act. 


Related Provisions: ITAR 29(31) — Multiple deductions. 


History: Para. 29(4)(h) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 201(4), applicable to taxation years ending after Febru- 
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ary 17, 1987. That para. formerly read: 


(h) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were. allowed. under this 
subsection or section 65, 66 or 66.1 of the amended Act, mi- 
nus the deductions allowed for the year under subsection 
66(2) and sections 112 and 113 of the amended Act and sub- 
sections 66(6) and (7) and 66.1(4) and (5) of the Income Tax 
Act, Revised Statutes of Canada, 1952. 


Pre-RSC History: Para. 29(4)(h) substituted by 1977-78, c. 1, 
subsec. 106(4), applicable to taxation years ending after May 6, 
1974. Para. 29(4)(h) formerly read: 


(h) of that aggregate, an amount equal to its income for the 
taxation year 


(i) if no deduction were allowed under section 65 of the 
‘amended Act, and 


(ii) if no deduction were allowed. under is section. or 
section 66 of the amended Act, 


minus the deductions allowed for the year by subsections (1), 
(2), (3), (9), (10), (24), (25) and (29) of this section, subsec- 
tions 66(2), (6) and (7) of the amended Act and sections 112 
and. 113 of the amended-Act. 


(5) Application of para. (4)(9) — In applying 
paragraph 4(g) to a corporation described in para- 
graph (4)(f), the reference in paragraph (4)(g) to 
“April 10, 1962” shall be read as a reference to 
“June 13, 1963”. 


(6) [Repealed] 


History: Subsec. 29(6) repealed by 1997, c. 25, s. 73, applicable to 
renunciations made 


(a) after 2006, in respect ofa payment or loan received by a 
joint exploration corporation before March 6, 1996; 


(b) after 2006, in respect of a payment or loan received by a 
joint exploration corporation after’ March 5, 1996 under an 
agreement in writing made 


(i) by the corporation before March 6, 1996, or 
(ii) by another corporation before March 6, 1996, where 


(A) the other corporation controlled the corporation at 
~ the time the agreement was made, or 


(B) the other corporation undertook, at the time the 
agreement was made, to form the corporation; and 


(c) after March 5, 1996, in any other case. 
Subsec. (6) formerly read: 


(6) Joint exploration corporation may renounce ex- 
penses — A joint exploration corporation may, in any par- 
ticular taxation year or within 6 months after the end of that 
year, elect in prescribed form to renounce in favour of an- 
other corporation described in subsection (4) an agreed por- 
tion.of the total of such of 


(a) the drilling and exploration expenses, including all 
general geological and geophysical expenses, incurred by 
the joint exploration corporation on or in respect of ex- 
ploring or drilling for petroleum or natural gas in Canada, 
and 


(b) the prospecting, exploration and development ex- 
penses incurred by the joint exploration aa igemnne in 
searching for minerals in Canada, 


as were incurred by the joint exploration corporation during a 
period after 1956 and before April 11, 1962 throughout which 
the other corporation was a shareholder corporation, to the 
extent that the total of those expenses exceeds any amount 
deductible under subsection (3) in respect thereof by the joint 
exploration corporation in computing its income for any taxa- 
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tion year preceding the aden year, and on the election the 
agreed portion 


(c) shall be deemed, for the purposes of subsection (4) of 
this section and sections 66, 66.1 and 66:2 of the 
amended Act, to be expenses described in paragraphs (a) 
and (b) of this subsection incurred by the other corpora- 
tion during its taxation year in which the.particular taxa- 
tion year ends, and 


(d) shall be subtracted from the total described in para- 
graph (3)(c) in determining the amount deductible. by the 
joint exploration corporation under subsection aah in 
computing its income. 


Pre-RSC History: All those portions of subsec. 29(6) preceding 


_ para. (a) and following para. (b) substituted by 1977-78, c. 1, sub- 


secs, 106(5), (6), applicable with respect to elections made for a 
joint exploration corporation’s 1977 et seg. Those portions formerly 
read: 


(6) A joint exploration corporation may in a taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration described in subsection (4) an agreed portion of the 
aggregate of such of 


as. were incurred by the joint exploration corporation, during 
a period, after the calendar year 1956 and before April 11, 
1962, throughout which the other corporation was. a share- 
holder corporation, to the extent that the aggregate of such 
expenses exceeds any amount deductible under subsection (3) 
in respect thereof by the joint exploration corporation in com- 
puting its income for any taxation year previous to the year in 
which the election was made, and upon the election the said 
agreed portion 


(c) shall be deemed, for the purpose of subsection (4) of this 
section and section 66 of the amended Act, to be expenses 
described in paragraphs (a) and (b) of this subsection incurred 
by the other corporation in the taxation year of the corpora- 
tion in which the election was made, and 


(d) shall be subtracted from the aggregate described in para- 
graph (3)(c) in determining the amount deductible by the joint 
exploration corporation under subsection (3) in computing its 
income. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(7) [Repealed] 


History: Subsec. 29(7) repealed by 1997, c. 25, s. 73, applicable to 
renunciations made 


(a) after 2006, in respect of a payment or loan received by a 
joint exploration corporation before March 6, 1996; 


(b) after 2006, in respect of. a payment,or loan received by a 
joint exploration corporation after March 5, 1996 under an 
agreement in writing made 


(i) by the corporation before March 6, 1996, or 
(ii) by another corporation before March 6, 1996, where 


(A) the other corporation controlled the corporation at 
the time the agreement was made, or 


(B) the other corporation undertook, at the time the 
agreement was made, to form the corporation; and 


(c) after March 5, 1996, in any other case. 
Subsec. (7) formerly read: 


(7) ldem — A joint exploration corporation may, in any par- 
ticular taxation year or within 6 months from the end of that 
year, elect in prescribed form to renounce in favour of ‘an- 
other corporation described in subsection (4) an agreed por- 
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tion of the total of such of 


(a) the drilling and exploration expenses, including all 
general geological and geophysical expenses, incurred by 
the joint exploration corporation on or in respect of ex- 
ploring or drilling for petroleum or natural gas in Canada, 
and 


(b) the prospecting, exploration and development ex- 
penses incurred by the joint exploration corporation in 
searching for minerals in Canada, 


as were incurred by the joint exploration corporation during a 
period after April 10, 1962 and before 1972 throughout which 
the other corporation was a shareholder corporation, to the 
extent that the total of those expenses exceeds any amount 
deductible under subsection (4) in respect thereof by the joint 
exploration corporation in computing its income for any taxa- 
tion year preceding the particular year, and on the election the 
agreed portion 


(c) shall be deemed, for the purposes of subsection (4) of 
this section and sections 66, 66.1 and 66.2 of the 
amended Act, to be expenses described in paragraphs (a) 
and (b) of this subsection incurred by the other corpora- 
tion during its taxation year in which the particular taxa- 
tion year ends, and 


(d) shall be subtracted from the total described in para- 
graph (4)(g) in determining the amount deductible by the 
joint exploration corporation under subsection (4) in 
computing its income. 


Pre-RSC History: All those portions of subsec. 29(7) preceding 
para. (a) and following para. (b) substituted by 1977-78, c. 1, sub- 
secs. 106(7), (8), applicable with respect to elections made for a 
joint exploration corporation’s 1977 et seg. Those portions formerly 
read: 


(7) A joint exploration corporation may in a taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration described in subsection (4) an agreed portion of the 
aggregate of such of 


as were incurred by the joint exploration corporation, during 
a period, after April 10, 1962 and before 1972, throughout 
which the other corporation was a shareholder corporation, to 
the extent that the aggregate of such expenses exceeds any 
amount deductible under subsection (4) in respect thereof by 
the joint exploration corporation in computing its income for 
any taxation year previous to the year in which the election 
was made, and upon the election the said agreed portion 


(c) shall be deemed, for the purpose of subsection (4) of this 
section and section 66 of the amended Act, to be expenses 
described in paragraphs (a) and (b) of this subsection incurred 
by the other corporation in thé taxation year of the corpora- 
tion in which the election was made, and 


(d) shall be subtracted from the aggregate described in para- 
graph (4)(g) in determining the amount deductible by the 
joint exploration corporation under subsection (4) in comput- 
ing its income. 
Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(8) [Repealed] 


History: Subsec. 29(8) repealed by 1997, c. 25, s. 73, applicable to 
renunciations made 


(a) after 2006, in respect of a payment or loan received by a 
joint exploration corporation before March 6, 1996; 


(b) after 2006, in respect of a payment or loan received by a 
joint exploration corporation after March 5, 1996 under an 
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agreement in writing made 
(i) by the corporation before March 6, 1996, or 
(ii) by another corporation before March 6, 1996, where 


(A) the other corporation controlled the corporation at 
the time the agreement was made, or 


(B) the other corporation undertook, at the time the 
agreement was made, to form the corporation; and 


(c) after March 5, 1996, in any other case. 
Subsec. (8) formerly read: 


(8) Definitions — For the purposes of subsections (6) and 
(7), 


“agreed portion” in respect of a corporation that was a share- 

holder corporation of a joint exploration corporation means 

such amount as is agreed on between the joint exploration 

corporation and the other corporation not exceeding 
(a) the payments referred to in paragraph (c) of the defi- 
nition “shareholder corporation” in this subsection made 
by the other corporation to the joint exploration corpora- 
tion during the period it was a shareholder corporation in 
respect of the expenses incurred by the joint exploration 
corporation referred to in paragraphs (6)(a) and (b) or 
(7)(a) and (b), as the case may be, 

minus 


(b) the total of the amounts, if any, previously renounced 
by the joint exploration corporation under subsection (6) 
or (7), as the case may be, in favour of the other 
corporation; 


“joint exploration corporation” means-a corporation 
(a) whose principal business is of a class described in 
paragraph (3)(a) or (b), and 


(b) that has not at any time since its incorporation had 
more than 10 shareholders (not including any individual 
holding a share forthe sole purpose of qualifying as a 
director); 


a “shareholder corporation” of a joint exploration corporation 
means a corporation that for the period in respect of which 
the expression is being applied 


(a) was a shareholder of the joint exploration corporation, 


(b) was a corporation whose principal business was of a 
class described in subsection (4), and 


(c) made payments to the joint exploration corporation in 
respect of the expenses incurred by the joint exploration 
corporation referred to in paragraphs (6)(a) and (b) or 
(7)(a) and (b), as the case may be. 
Pre-RSC History: The definition “agreed portion” was para. 
29(9)(c); “joint exploration corporation”, para. 29(9)(a); “share- 
holder corporation”, para. 29(9)(b). 


(9) Deduction from income from businesses 
of associations, etc. — There may be deducted 
in computing the income of a taxpayer for a taxation 
year from the businesses of all associations, partner- 
ships or syndicates formed for the purpose of explor- 
ing or drilling for petroleum or natural gas and of 
which the taxpayer was a member or partner, the 
lesser of 


(a) the total of the taxpayer’s share of such of the 
drilling and exploration expenses, including all 
general geological and geophysical expenses, in- 
curred by all those associations, partnerships or 
syndicates while the taxpayer was a member or 
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partner thereof, on or in respect of exploring or 
drilling for petroleum or natural gas in Canada as 
were incurred after 1948 and before April 11, 
1962, to the extent that they were not deductible 
in computing the taxpayer’s income fora preced- 
ing taxation year, and 


(b) of that total, an. amount equal to ihe, tax- 


~payer’s income from the businesses. of all those: | 


associations, partnerships or syndicates for the 


taxation year, computed before making any de-: 


duction under this section or section 65, 86; or 
66.1 of the amended. Act. 


Pre-RSC History: Para..29(9)(b) substituted by 1977- 78, Sab 
subsec. 106(9), applicable to taxation years ending after May 6, 
1974. Para. (b) formerly: read: 


(b) of that ageregate, an amount equal to his income from the 

businesses of all such associations, partnerships or syndicates 

for the taxation year computed before making any deduction 

under this subsection, subsection (10) of this section or sec- 
~ tion 66 of the amended Act. 


(10) Idem — There may be deducted in computing 
the income of a taxpayer for the taxation year from 
the businesses of all associations, partnerships or 
syndicates formed for the purpose of exploring or 
drilling for petroleum or natural gas and of which the 
taxpayer was a member or partner, the lesser of 


(a) the total of the taxpayer’s share of such of the 
drilling and exploration expenses, including all 
general geological and geophysical ‘expenses in- 
curred by all.those associations, partnerships or 
syndicates while the taxpayer was a member or 
partner thereof, on or in respect of exploring or 
drilling for petroleum or natural gas in Canada as 
were incurred after: April 10, 1962 and before 
1972, to the extent that they were not deductible 
in computing the taxpayer’s income for a previ- 
ous taxation year, and 


(b) of that total, an amount equal to the tax- 
payer’s income from the businesses of all those 
associations, partnerships or syndicates for the 
taxation year computed before making any de- 
duction under this section or section 65, 66, or 
_ 66.1 of the amended Act, minus the deduction al- 
lowed for the year under subsection (9) of. this 
section. i 


Related Provisions: 127.52(1)(c) — Limitation, on. deduction for 
minimum tax purposes. 


Pre-RSC History: Para. 29(10)(b) substituted by 1977-78, c. 1, 
subsec. 106(10), applicable to taxation years ending after May 6, 
1974. Para. (b): formerly read: 


(b) of that aggregate, an amount equal to his income from the 
businesses of all such associations, partnerships or syndicates 
for the taxation year computed before making any deduction 
under this subsection or section 66 of the amended Act. 


(11) Deduction from income of corporation — 
A corporation, other than a corporation described in 
subsection (4), may deduct, in computing its income 
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for a taxation year, the lesser of 
(a) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 

- expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum or natural gas 
in Canada, and . 


_ (ii) the prospecting, exploration and develop- 
ment expenses incurred by it in searching for 
minerals in Canada, , 


as were incurred after April 10, 1962 and before 
1972, to the extent that they were not deductible 
in computing income for a preceding taxation 
year, and 


(b) of that total, an amount that would be equal to 
the total of 


(i) its income for the taxation year from oper- 
ating an oil or gas well in Canada in which the 
corporation has an interest, 


(ii) its income for the taxation year from roy- 
alties in respect of an oil or gas well in 
Canada, 

(iii) any amount included in computing its in- 
come for the taxation year because of subsec- 
tion (17), and 


(iv) the amount, if any, included under para- 
graph 59(3.2)(b) or (c) of the amended Act in 
computing its income for the year, 


if no deduction were allowed under this section 
or section 65, 66 or 66.1 of the amended Act mi- 
nus the deductions allowed for the year under 
subsections (9) and (10) of this section and sub- 
section 66(2) of the amended Act. 
History: Subpara. 29(11)(b)(iv) substituted applicable to 1985 et 
seq., and that portion of 29(11)(b) following subpara. (iv) substi- 


tuted applicable to taxation years ending after February 17, 1987, by 
1994, c..7, Sch. II (1991, c. 49), subsecs. 201(5), (6). Those portions 


formerly read: 


(iv) the total described in clause 66(3)(b)(ii)(C) of the In- 

come Tax Act, chapter 148 of the Revised Statutes of 

Canada, 1952, as it read in its application to the 1984 and 

preceding taxation years in respect of the corporation for ' 
the year, 


if no deduction were allowed under this section, section 65, 
66 or 66.1 of the amended Act, minus the deductions allowed 
for the year under subsections (9) and (10) of this section, 
subsection 66(2) of the amended Act and subsections 66(6) 
and (7). and 66.1(4) and (5) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952. 
Pre-RSC History: All that portion of para. 29(11)(b) following 
subpara. (iv) substituted by 1977-78, c. 1, subsec. 106(11), applica- 
ble to taxation years ending. after May 6, 1974. That portion for- 
merly read: 


if no deductions were allowed under section 65 or 66 of the 
amended Act, minus the deductions. allowed for the year by 
subsections (9) and (10) of this section. 


(12) Deduction by individual of exploration 
expenses — There may be deducted, in computing 
an individual’s income for a taxation year, the lesser 
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of 
(a) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by the individual on or in 
respect of exploring or drilling for petroleum 
or natural gas in Canada, and 


(ii) the individual’s share of the drilling and 
exploration expenses, including all general ge- 
ological and geophysical expenses incurred by 
all associations, partnerships or syndicates de- 
scribed in subsection (9), while the individual 
was a member or partner thereof, on or in re- 
spect of exploring or drilling for petroleum or 
natural gas in Canada, 


as were incurred after April 10, 1962 and before 
1972, to the extent that they were not deductible 
in computing the individual’s income for a pre- 
ceding taxation year, and 


(b) of that total, an amount that would be equal to 
the total of 


(i) the individual’s income for the taxation 
year from a business that consisted of the op- 
eration of an oil or gas well in Canada in 
which the individual had an interest, 


(ii) the individual’s income for the taxation 
year from royalties in respect of an oil or gas 
well in Canada, 


(111) any amount included in computing the in- 
dividual’s income for the taxation year be- 
cause of subsection (17), and 


(iv) the amount, if any, included under para- 
graph 59(3.2)(b) or (c) of the amended Act in 
computing the individual’s income for the 
year, 


if no deduction were allowed under this section 
or section 65, 66 or 66.1 of the amended Act, mi- 
nus the deductions allowed for the year under 
subsections (9) and (10) of this section. 
Related Provisions: 127.52(1)(e) — Limitation on deduction for 
minimum tax purposes. 
History: Subpara. 29(12)(b)(iv) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 201(7), applicable to 1985 et seg. That sub- 
para. formerly read: 


(iv) the total described in clause 66(3)(b)(ii)(C) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
as it read in its application to the 1984 and preceding taxation 
years in respect of an individual for the year, 
Pre-RSC History: All that portion of para. 29(12)(b) following 
subpara. (iv) substituted by 1977-78, c. 1, subsec. 106(12), applica- 
ble to taxation years ending after May 6, 1974. That portion for- 
merly read: 
if no deduction were allowed under this section or section 65 
or 66 of the amended Act, minus the deductions allowed for 
the year under subsections (9) and (10) of this section. 


(13) Limitation re payments for exploration 
and drilling rights — In computing a deduction 
under subsection (1), (3) or (9), no amount shall be 
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included in respect of a payment for or in respect of 
a right, licence or privilege to explore for, drill for or 
take petroleum or natural gas, acquired before April 
11, 1962, other than an annual payment not exceed- 
ing $1 per acre. 


(14) Exploration and drilling rights; payments 
deductible — Where an association, partnership or 
syndicate described in subsection (9) or a corpora- 
tion or individual has, after April 10, 1962 and 
before 1972, acquired under an agreement or other 
contract or arrangement a right, licence or privilege 
to explore for, drill for or take in Canada petroleum, 
natural gas or other related hydrocarbons (except 
coal) under which agreement, contract or arrange- 
ment there was not acquired any other right to, over 
or in respect of the land in respect of which such 
right, licence or privilege was so acquired except the 
right 
(a) to explore for, drill for or take materials and 
substances (whether liquid or solid and whether 
hydrocarbons or not) produced in association 
with the petroleum, natural gas or other related 
hydrocarbons (except coal) or found in any water 
contained in an oil or gas reservoir, or 


(b) to enter on, use and occupy as much of the 
land as is necessary for the purpose of exploiting 
the right, licence or privilege, 


an amount paid in respect of the acquisition thereof 
that was paid 


(c) before 1972, shall, for the purposes of subsec- 
tions (4), (7), (10), (11) and (12), be deemed to be 
a drilling or exploration expense on or in respect 
of exploring or drilling for petroleum or natural 
gas in Canada incurred at the time of its payment, 


(d) after 1971 and before May 7, 1974, shall, for 
the purposes of the amended Act, be deemed to 
be Canadian exploration and development ex- 
penses (within the meaning assigned by subsec- 
tion 66(15) of the amended Act) incurred at the 
time of its payment, and 


(e) after May 6, 1974, shall, for the purposes of 
the amended Act, be deemed to be a Canadian 
development expense (within the meaning as- 
signed by paragraph 66.2(5)(a) of the amended 
Act) incurred at the time of its payment. 


Pre-RSC History: All that portion of subsec. 29(14) following 
para. (b) substituted by 1977-78, c. 1, subsec. 106(13), applicable to 
taxation years ending after May 6, 1974. That portion formerly 
read: 


an amount paid before 1972 in respect of the acquisition 
thereof shall, for the purposes of subsections (4), (7), (10), 
(11) and (12), be deemed to be a drilling or exploration ex- 
pense on or in respect of exploring or drilling for petroleum 
or natural gas in Canada incurred at the time of such payment 
and an amount paid after 1971 in respect of the acquisition 
thereof shall, for the purposes of the amended Act, be deemed 
to be Canadian exploration and development expenses 
(within the meaning assigned by subsection 66(15) of the 
amended Act) incurred at the time of such payment. 
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Subsec. 29(14) substituted by 1973-74, c. 14, s. 76. 


(15) Idem — In applying subsection (14) for the 
purposes of subsection (7), the expression “after 

April 10, 1962 and before 1972” in subsection (14) 
shall be read as “after April 10, 1962 and before 
April 27, 1965”. | | . 

Pre-RSC History: Subsec. 29(15) substituted by 1973-74, c. 14, s. 
76. 


(16) Receipts for exploration or drilling rights 
included in income — Where a right, licence. or. 
privilege to explore for, drill for or take,in Canada 
petroleum, natural gas or other related hydrocarbons 
(except coal) was disposed of after April 10, 1962 
and before October 23, 1968 


(a) by a corporation described in subsection (4), 


(b) by a corporation, other than a corporation de- 
scribed in subsection (4), that was at the time of 
acquisition of the right, licence or privilege a cor- 
poration described in subsection (4), or 


(c) by an association, partnership or syndicate de- 
scribed in subsection (9), 


any amount received by the corporation, association, 
partnership or syndicate as consideration for the dis- 
position thereof shall be included in computing its 
income for its fiscal period in which the amount was 
received, unless the corporation, association, partner- 
ship or syndicate 


(d) acquired the right, licence or privilege by in- 
heritance or bequest, or 


(e) acquired the right, licence or privilege before 
April 11, 1962 and disposed of it before Novem- 
ber 9, 1962. 


(17) Idem — Where a right, licence or privilege to 
explore for, drill for or take in Canada petroleum, 
natural gas or other related hydrocarbons (except 
coal) that was acquired after April 10, 1962. and 
before 1972 by an individual or a corporation other 
than a corporation described in subsection (4), was 
subsequently disposed of before October 23, 1968, 
any amount received by the taxpayer as considera- 
tion for the disposition thereof shall be included in 
computing the taxpayer’s income for the taxation 
year in which the amount was received, unless the 
right, licence or privilege was acquired by the tax- 
payer by inheritance or bequest. 


(18) Idem — Subsections (16) and (17) do not apply 
to any disposition by an association, partnership or 
syndicate described in subsection (9) or a Corpora- 
tion or an individual of any right, licence or privilege 
described in subsection (14) or (16) unless the right, 
licence or privilege was acquired by the association, 
partnership, syndicate or corporation or individual, 
as the case may be, under an agreement, contract or 
arrangement described in subsection (14). 


(19) Idem — For the purposes of subsections (16) 
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and (17), 


(a) where an association, partnership or syndicate 
described in subsection (9) or a corporation or an 
individual has disposed of any interest in land 
that includes a right, licence or privilege de- 
scribed in subsection (14) that was acquired 
under an agreement, contract or arrangement de- 
scribed in that subsection, the proceeds of dispo- 
sition of the interest shall be deemed to be pro- 
ceeds of disposition of the right, licence or 
privilege; and 

(b) where an association, partnership or syndicate 
described in subsection (9) or a.corporation or an 
individual has acquired a right, licence or privi- 
lege described in subsection (14) under an agree- 
ment, contract or arrangement described in that 
subsection and subsequently disposes of any 
interest 


(i) in such right, licence or privilege, or 
(ii) in the production of wells situated on the 


land to which the right, licence or privilege 
relates, 


the proceeds of disposition of the interest shall be 
deemed to be proceeds of disposition of the right, 
licence or privilege. 


(20) Idem — Subsections (11), (12) and (17) do not 
apply in computing the income for a taxation year of 
a taxpayer whose business includes trading or deal- 
ing in rights, licences or privileges to explore for, 


drill for or take in Canada petroleum, natural gas or 


other related hydrocarbons (except coal). 


(21) Bonus payments — Notwithstanding sub- 
section (13), where a corporation whose principal 
business is of the class described in paragraph (3)(a) 
or (b) or an association, partnership or syndicate 
formed for the purpose of exploring or drilling for 
petroleum or natural gas has after 1952 paid an 
amount (other than a rental or royalty) to the govern- 
ment of Canada or a province for 


(a) the right to explore for petroleum or natural 
gas on a specified parcel of land in Canada 
(which right is, for greater certainty, declared to 
include a right of the type commonly referred to 


as a “licence”, “permit” or “reservation”), or 


(b) a legal lease of the right to take or remove 
petroleum or natural gas from a specified parcel 
of land in Canada, 


and before April 11; 1962 acquired the rights in re- 
spect of which the amount was so paid and, before 
any well came into production on the land in reason- 
able commercial quantities, the corporation, associa- 
tion, partnership or syndicate surrendered all the 
rights so acquired (including, in respect of a right of 
the kind described in paragraph (a), all rights there- 
under to any lease and all rights under any lease 
made thereunder) without receiving any considera- 
tion therefor or repayment of any part of the amount 
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so paid, the amount so paid shall, for the purposes of 
subsections (3), (4), (7), (9) and (10) of this section, 
and for the purposes of subsections 66(1),(10) and 
(10.1) and the definitions “Canadian exploration and 
development expenses” in subsection 66(15) and 
“Canadian exploration expense” in subsection 
66.1(6) of the amended Act, be deemed to have been 
a drilling or exploration expense on or in respect of 
exploring or drilling for petroleum or natural gas in 
Canada or a Canadian exploration expense described 
in paragraph (a) of the definition “Canadian explora- 
tion expense” in subsection 66.1(6) of the amended 
Act, as the case may be, incurred by the corporation, 
association, partnership or syndicate during the taxa- 
tion year in which the rights were so surrendered. 
Pre-RSC History: All that portion of subsec. 29(21) following 
para. (b) substituted by 1977-78, c. 1, subsec. 106(14), applicable to 
taxation years ending after’: May 6, 1974. That portion formerly 
read: 
and acquired the rights, before April 11, 1962, in respect of 
which the amount was so paid and the corporation, associa- 
tion, partnership or syndicate has, before any well came into 
production on the land in reasonable commercial quantities, 
surrendered all the rights so acquired (including, in respect of 
a right of the kind described. in paragraph (a), all rights there- 
under to any lease and all rights under any lease made there- 
under) without receiving any consideration therefor or repay- 
ment of any part of the amount so paid, the amount so ‘paid 
shall, for the purpose of subsections (3), (4), (7), (9)-and (10) 
of this section, subsections 66(1) and (10) of the amended Act 
and paragraph 66(15)(b) of the amended Act, be deemed to 
have been an expense incurred by the corporation, associa- 
tion, partnership or syndicate as a drilling or exploration ex- 
pense on or in respect of exploring or drilling for petroleum 
or natural gas in Canada during the taxation. year in which its 
rights were so surrendered. 


(22) Idem — In applying the provisions of subsec- 
tion (25) to determine the amount that may be. de- 
ducted by a successor corporation in computing its 
income for a, taxation year, where. the.predecessor 
corporation has paid.an amount (other than a rental 
or royalty) to the government of Canada or a prov- 
ince for 


(a) the right to explore for petroleum or natural 
gas on a specified parcel. of land in Canada 
(which is, for greater certainty, declared to in- 
clude a right of the type commonly referred to as 
a “licence”, “permit” or “reservation’’), or 


(b) a legal lease of the right to take or remove 
petroleum or natural gas from a eae parcel 
of land in Canada, 


if, before the predecessor corporation was entitled, 
by virtue of subsection (21), to any deduction in 
computing its income for a taxation year in respect 
of the amount so paid, the property of the predeces- 
sor corporation was acquired by the successor corpo- 
ration before April 11, 1962 in the manner set out in 
subsection (25), and the successor corporation did, 
before any well came into production in reasonable 
commercial quantities on the land referred to in para- 
graph (a) or (b), surrender all the rights so acquired 
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by the predecessor corporation (including in respect 
of a right of the kind described in paragraph (a), all 
rights thereunder to any lease and all rights under 
any lease made thereunder) without receiving any 
consideration therefor or payment of any part of the 
amount so paid by the predecessor corporation, the 
amount so paid by the predecessor corporation shall 
be added to the amount determined under paragraph 
ZOCC). 


(23) Expenses incurred for — specified 
considerations not deductible — For the pur- 
poses of this section and section 53 of chapter 25 of 
the Statutes of Canada, 1949 (Second Session), it is: 
declared that expenses incurred before 1972 by a 
corporation, association, partnership or syndicate on 
or in respect of exploring or drilling for petroleum or 
natural gas in Canada or in searching for minerals in 
Canada do not and never did include expenses so in- 
curred by that corporation, association, partnership 
or syndicate under an agreement under which it un- 
dertook to incur those expenses in consideration for 


(a) shares of the capital stock of a corporation 
that owned or controlled the mineral rights; 


(b) an option to purchase shares of the capital 
stock of a corporation that owned or controlled 
the mineral rights; or 


(c) a right to purchase shares of the capital stock 
of a corporation that was to be formed for the 
purpose of acquiring or controlling the mineral 
rights. 


(24) Exception — Notwithstanding subsection 
(23), a corporation whose principal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas or ex- 
ploring or drilling for petroleum or natural gas, or 


(b) mining or exploring for minerals, 


may deduct, in computing its income for a taxation 
year, the lesser of 


(c) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum or natural gas 
in Canada, and 


(ii) the prospecting, exploration and develop- 
ment expenses incurred by it in searching for 
minerals in Canada, 


as were incurred after 1953 and before 1972, 


(iii) under an agreement under which it under- 
took to incur those expenses for a considera- 
tion mentioned in paragraph (23)(a), (b) or 
(c), and 

(iv) to the extent that they were not deductible 


in computing income for a preceding taxation 
year, and 
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(d) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this subsection or subsection (4) or under 
section 65, 66 or 66.1 of the amended Act minus 
the deductions allowed for the year under subsec- 
tion 66(2). and sections 112 and 113 of the 
amended Act, 


but where a corporation has incurred expenses in re- 
spect of which this subsection authorizes a deduction 
from income for a taxation year, no deduction in re- 
spect of those expenses may be made in computing 
the income of any other corporation or from the bus- 
iness of an association, partnership or syndicate for 
any taxation year. 


Related Provisions: ITAR 29(25) — Successor rule. 


History: Para, 29(24)(d) substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 201(8), applicable to taxation years ending after Febru- 
ary 17, 1987. That para. formerly read: 


(d) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this 
subsection or subsection (4) or section 65, 66, or 66.1 of the 
amended Act, minus the deductions allowed for the year 
under subsection 66(2) and sections 112 and 113 of the 
amended Act and subsections 66(6) and (7) and 66.1(4) and 
(5) of the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, 


Pre-RSC History: Para. 29(24)(d) substituted by 1977-78, c. 1, 
subsec. 106(15), applicable to taxation years ending after May 6, 
1974. Para. (d) formerly read: 


(d) of that aggregate, an amount equal to its income for the 
taxation year 


(i) if no deduction were allowed under section 65 or 66 of 
the amended Act; and 


(ii) if no deduction were allowed under subsection (4) of 
this section or under this subsection, 


minus any deduction allowed for the year by subsections 
66(2), (6) and (7) of the amended Act and sections 112 and 
113 of the amended Act; 


(25) Successor rule — Notwithstanding subsec- 
tion (24) and subject to subsections 66.7(6) and (7) 
of the amended Act, where a corporation (in this 
subsection referred to as the “successor’) whose 
principal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas, or ex- 
ploring or drilling for petroleum or natural gas, or 


(b) mining or exploring for minerals, 


has, at any time after 1954, acquired a particular Ca- 
nadian resource property (whether by way of a 
purchase, amalgamation, merger, winding-up or oth- 
erwise) from another person whose principal busi- 
ness was a business described in paragraph (a) or (b), 
there may be deducted by the successor in comput- 
ing its income for a taxation year an amount not ex- 
ceeding the total of all amounts each of which is an 
amount determined in respect of an original owner of 
the particular property that is the lesser of 


(c) the total of 
(i) the drilling and exploration expenses, in- 
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cluding all general geological and geophysical 
expenses, incurred before 1972 by the original 
owner on or in respect of exploring or drilling 
for petroleum or natural gas in Canada, and 


(ii) the prospecting, exploration and develop- 
ment expenses incurred before 1972 by the 
original. owner in searching for minerals in 
Canada, 


to the extent that those expenses 


(iii) were not otherwise deducted in comput- 
ing the income of the successor for the year, 

»-were not deducted in computing the income of 
the successor for any preceding taxation year 
and were not deductible by the original owner 
or deducted by any predecessor owner of the 
particular property in Computing income for 
any taxation year, and 


(iv) would, but for the provisions of any of 
this subsection and paragraphs (1)(b), (2)(b), 
(3)(d),. (4)(h) and (24)(d), have been deducti- 
ble in computing the income of the original 
owner or any predecessor owner of the partic- 
ular property for the taxation year preceding 
the taxation year in which the particular prop- 
erty was acquired by the successor, and 


(d) the amount, if any, by which 


(i) the part of its income for the year that may 
reasonably be regarded as being attributable to 


(A) the amount included in computing its 
income’ for the year under. paragraph 
59(3.2)(c) of the amended Act that can rea- 
sonably be regarded as being attributable 
to the disposition by it in the year or a pre- 
ceding taxation year of any Canadian re- 
source properties owned by the. original 
owner and each predecessor owner of the 
particular property before the acquisition 
of the particular property by the successor 
to the extent that the proceeds of the dispo- 
sition have not been included in determin- 
ing an amount under this clause or clause 
66.7(1)(b)G)(A) or (3)(b)(i)(A) or para- 
graph 66.7(10)(g) of the amended Act for a 
preceding taxation year, or 


(B) production from the particular 
property, 
computed as if no deduction were allowed 


under this section or subdivision e of Division 
B of Part I of the amended Act, 


exceeds 


(ii) the total of all other amounts deducted 
under this subsection and subdivision e of Di- 
vision B of Part I of the amended Act for the 
year that can reasonably be regarded as attrib- 
utable to the part of its income for the year 
described in subparagraph (i) in respect of the 
particular property. 
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Related Provisions: ITA 66(15)— “predecessor owner”; ITA 
66.6(1) — Application; ITA 66.7 — Successor rules. 


History: Subpara. 29(25)(c)(iii) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 201(9), applicable to taxation years ending 
after February 17, 1987. That subpara. formerly read: 


(iii) were not deducted by the successor in computing its in- 
come for a preceding taxation year, and were not deductible 
by the original owner or deducted by any predecessor owner 
of the particular property in computing income for any taxa- 
tion year, and 


Pre-RSC History: Subsec. 29(25) substituted by 1987, c. 46, 
subsec. 73(1), applicable to taxation years ending after February 17, 
1987 except that with respect to property acquired before January 
15, 1987, or before 1988 where the person acquiring the property 
was obliged on that date to acquire the property (see “Interpreta- 
tion” below) pursuant to the terms of an agreement in writing en- 
tered into on or before that date, cl. (d)(i)(B) shall be read: 


(B) where the particular property was an interest in or a right 
to take or remove petroleum or natural gas or a right to take 
or remove minerals from a property, the production from that 
property, 

Subsec. 29(25) formerly read: 


(25) Property acquired by successor corporation — Not- 
withstanding subsection (24), where a corporation (in this 
subsection referred to as the “successor corporation”) whose 
principal business is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, or 


(b) mining or exploring for minerals, . 


has at any time after 1954 acquired, by purchase, amalgama- 
tion, merger, winding-up or otherwise (other than pursuant to 
an amalgamation that is described in subsection 87(1.2) of the 
amended Act or a winding-up to which the rules in subsection 
88(1) of the amended Act apply), from another person (in this 
subsection referred to as the “predecessor”) whose principal 
business was production, refining or marketing of petroleum, 
petroleum products or natural gas, exploring or drilling for 
petroleum or natural gas, or mining or exploration for miner- 
als, all or substantially all of the Canadian resource properties 
of the predecessor and (except in the case of an amalgamation 
or a winding-up) the predecessor and the successor corpora- 
tion have jointly elected in prescribed form on or before the 
day that is the earlier of the days on or before which either 
taxpayer making the election is required to file a return of 
income pursuant to section 150 of the amended Act for the 
taxation year in which the transaction to which the election 
relates occurred, there may be deducted by the successor cor- 
poration in computing its income for a taxation year, the 
lesser of = 


(c) the aggregate of 


(i) the drilling and exploration expenses, including 
all general geological and geophysical expenses, in- 
curred before 1972 by the predecessor on or in re- 
spect of exploring or drilling for petroleum or natural 
gas in Canada, and 


(ii) the prospecting, exploration and development ex- 
penses incurred before 1972 by the predecessor in 
searching for minerals in Canada, 


to the extent that such expenses 


(ili) were not deductible by the successor corporation 
in computing its income for a preceding taxation 
year, and were not deductible by the predecessor in 
computing his income for the taxation year in which 
the property so acquired was acquired by the succes- 
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sor corporation or his income for a preceding taxa- 
tion year, and 


(iv) would, but for the provisions of paragraphs 
(1)(b), (2)(b), (3)(d), (4)(h) and (24)(d) or any of 
those paragraphs or this subsection, have been de- 
ductible by the predecessor in computing his income 
for the taxation year in which the property so -ac- 
quired was acquired by the successor corporation, 
and 


(d) of that aggregate, an amount equal-to such part of its 
income for the year if no deduction were allowed under 
this section or section 65, 66 or 66.1 of the amended Act, 
(minus the deductions allowed for the year by subsection 
(29) of this section and subsections 66(2) and (7) and 
66.1(5) and sections 112 and 113 of the amended Act), as 
may reasonably be regarded as attributable to 


(i) the disposition of any Canadian resource property 
owned by the predecessor immediately before the ac- 
quisition by the successor corporation of the property 
so acquired, or 


(ii) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor had, immediately before the acquisition 
by the successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove 
~ minerals; 


and, in respect of any such expenses included in the ag- 
gregate determined under paragraph (c), no deduction 
may be made under this section by the predecessor in 
computing his income for a taxation year subsequent to 
his taxation year in which the property so acquired was 
acquired by the successor corporation. 


All that portion of subsec. 29(25) preceding para. (c) substituted, 
subpara. 29(25)(d)(i) amended to substitute “Canadian resource 
property” for “property described in any of subparagraphs 
66(15)(c)(1) to (vii) of the amended Act” by 1985, c. 45, subsecs. 
133(1), (2), applicable as to subpara. 29(25)(d)(i) with respect to 
acquisitions occurring in taxation years commencing after 1984 and 
as to the portion of subsec. 29(25) preceding para. (c), with respect 
to acquisitions after 1982 except that with respect to acquisitions 
occurring after 1982 and in a taxation. year commencing before 
1985 the reference to “Canadian resource properties of the prede- 
cessor” shall be read as a reference to “property of the predecessor 
used by him in carrying on that business in Canada”. The portion of 
subsec. 29(25) preceding para. (c) formerly read: 


(25) Property acquired by successor corporation — Not- 
withstanding subsection (24), where a corporation (hereinaf- 
ter in this subsection referred to as the “successor corpora- 
tion”) whose principal business is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, or 


(b) mining or exploring for minerals, 


has, at any time after 1954, acquired from a person (hereinaf- 
ter in this subsection referred to as the “predecessor”) whose 
principal business was production, refining or marketing of 
petroleum, petroleum products or natural gas, exploring or 
drilling for petroleum or natural gas, or mining or exploration 
for minerals, all or substantially all of the property of the 
predecessor used by him in carrying on that business in Can- 
ada and (except in the case of winding-up) the predecessor 
and the successor corporation have jointly elected in: pre- 
scribed form on or before the day that is the earlier of the 
days on or before which either taxpayer making the election 
is required to file a return of income pursuant to section 150 
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of the amended Act for the taxation year in which the transac- 
tion to which the election relates occurred, there: may be de- 
‘ducted by the successor corporation, in computing its income 
for a taxation year, the lesser of 


All that portion of subsec. 29(25) following para. (b) and preceding 
para. (d), subparas. 29(25)(d)(i), (i), all that portion of subsec. 
29(25) following para. (d) substituted by 1984, c. 1, subsecs. 
108(1), (2), applicable with respect to acquisitions of property by a 
successor corporation from a predecessor after April 19, 1983; to 
substitute “has, at any time after 1954, acquired from a person” for 
“has, at any time after 1954, acquired from a corporation” and to 
substitute “prede aes sprit for “predecessor Porporation? and “preced- 
ing taxation year” for “previous taxation year” wherever those ex- 
pressions appeared. 


Subpara. 29(25)(d)(i) sabstiannd by. 1980-81-82-83, c. 48, subsec. 
117(1), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)”. 


All that portion of subsec. 29(25) preceding para. (c) substituted by 
1979, c. 5, subsec. 69(1), applicable with respect to acquisitions of 
property after November 16, 1978. That portion formerly read: 


(25) Notwithstanding subsection (24), where a corporation 
(hereinafter in this subsection referred’ to as the “successor 
corporation’) whose principal business is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, or 


(b) mining or exploring for minerals, 


has, at any time after 1954, acquired from a corporation 
(hereinafter in this subsection referred to as the “predecessor 
corporation’) whose principal business was production, refin- 
ing or marketing of petroleum, petroleum products or natural 
gas, exploring or drilling for petroleum or natural gas, or min- 
ing or exploring for minerals, all or substantially all of the 
property of the predecessor corporation used by it in carrying 
on that business in Canada, there may be deducted by the suc- 
cessor corporation, in computing its income for a taxation 
year, the lesser of 


Para. 29(25)(d) substituted by 1977-78, c. 1, subsec. 106(16), appli- 
cable to 1977 et seq. In its application to taxation years ending after 
May 6, 1974 and before 1977, para. (d) shall be deemed to have 
read as follows: 


(d) of that aggregate, an amount equal to such part of its in- 
come for the year if no deduction were allowed under this 
section or section 65, 66 or 66.1 of the amended Act, (minus 
the deductions allowed for the year by subsection (29) of this 
section and subsections 66(2) and (7) and 66.1(5) and sec- 
tions 112 and 113 of the amended Act), as may reasonably be 
regarded as attributable to the production of petroleum or nat- 
ural gas from wells, or the production of minerals from 
mines, situated on property in Canada from which the prede- 
cessor corporation had, immediately before the acquisition by 
the successor corporation of the property so acquired, a right 
to take or remove petroleum or natural gas or a right to take 
or remove minerals;. 


Para. (d) formerly read: 


(d) of that aggregate, an amount equal to such part of its in- 
come for the year ; 


(i) if no deduction were allowed under section 65 of the 
amended Act, and 


Gi) if no deduction were allowed under this section or 
section 66 of the amended Act, 


- (minus any deductions allowed for the year by subsection 
(29) of this section, subsections 66(2) and (7) of the amended 
Act and sections 112 and 113 of the amended Act), as may 
reasonably be regarded as attributable to the production of pe- 
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troleum or natural gas from wells, or the production. of miner- 
als from mines,, situated on. property in Canada from which 
the predecessor corporation had, immediately before the ac- 
~ quisition by the successor corporation of the property so ac- 
' quired, a right to take or remove petroleum or natural gas or a 
right to take or remove minerals. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”:. 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(25.1) Definitions — For the purposes of subsec- 
tion (25), the terms “Canadian resource property”, 

“original owner’, “predecessor owner” and * ‘produc- 
tion” have the same meanings assigned by subsec- 


tion 66(15) of the amended Act. 


Pre-RSC History: Subsec. 29(25.1) added by 1987, c. 46,.subsec. 
73(1), applicable to taxation years ending after February 17, 1987. 


(26) Processing or fabricating corporation — 
A reference in subsection (3), (21), (24) or (25) to a 
corporation whose principal business is mining ‘or 
exploring for minerals shall, for the purposes: of this 
section, be deemed to include a reference to a Sonne 
ration whose principal business is 


(a) processing mineral ores for the purpose of re- 
covering metals therefrom, 


(b) a combination of 


(i) processing mineral ores for the. purpose of 
recovering metals therefrom, and 


(ii) processing metals recovered from the ores 
So processed, or 


(c) fabricating metals, 


but in applying the provisions of this section to any 
such corporation the references, respectively, in sub- 
sections (3), (21), (24) and (25) to the years 1952, 
1953 and 1954 shall be read as a reference in each 
case to the year 1956. 


(27) Meaning of “drilling and exploration ex- 
penses” — For the purposes of this section, “drill- 
ing and exploration expenses” incurred on. or in re- 
spect of exploring or drilling for petroleum or natural 
gas in Canada include expenses incurred on or in re- 
spect of : 


(a) drilling or converting a well for the disposal 
of waste liquids from a petroleum or natural gas 
well in Canada; 


(b) drilling for water or gas for injection into a 
petroleum or natural gas formation in Canada; 
and 


(c) drilling or converting a well for the injection 
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of water or gas to assist in the recovery of petro- 

leum or natural gas from another well in Canada. 
Pre-RSC History: All that portion of subsec. 29(27) preceding 
para. (a) amended to substitute the heading “Meaning of “drilling 
and exploration expenses” ” for “Extended meaning of “drilling and 
exploration expenses” ” and to substitute “For the purposes of this 
section” for “For the purposes of this section and subsection 34(3)”, 
by 1985, c. 45, subsec. 133(3), applicable with respect to acquisi- 
tions after 1982. 


(28) Deduction from expenses — For the pur- 
poses of this section, there shall be deducted in 
computing 
(a) drilling and exploration expenses incurred by 
a taxpayer on or in respect of exploring or drill- 
ing for petroleum or natural gas in Canada, and 


(b) prospecting, exploration and development ex- 
penses incurred by a taxpayer in searching for 
minerals in Canada, 


any amount paid to the taxpayer before 1972 under 
the Northern Mineral Exploration Assistance Regu- 
lations made under an appropriation Act that pro- 
vides for payments in respect of the Northern Min- 
eral Grants Program, and there shall be included in 
computing such expenses any amount, except an 
amount in respect of interest, paid by the taxpayer 
before 1972 under those Regulations to Her Majesty 
in right of Canada. 
Pre-RSC History: All that portion of subsec. 29(28) preceding 
para. (a) substituted by 1985, c. 45, subsec. 133(4), applicable with 
respect to acquisitions after 1982. That portion formerly read: 
(28) Extended meaning of drilling and exploration 
expenses and_ prospecting, exploration and 
development expenses — For the purposes of this section 
and subsection 34(3), there shall be deducted in computing 


(29) [Repealed under former Act] 


Pre-RSC History: Subsec. 29(29) repealed by 1987, c. 46, subsec. 
73(2), applicable to taxation years ending after February 17, 1987. 
Subsec. (29) formerly read: 
(29) Property acquired by second successor corpora- 
tion — Notwithstanding subsection (24), where a corporation 
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ferred to in subparagraphs (25)(c)(i) and (ii) for the pur- 
pose of determining the deduction allowable to the first 
successor corporation under subsection (25) in comput- 
ing its income for a previous taxation year, to the extent 
that such expenses 


(i) were not deductible by the second successor cor- 
poration in computing its, or by any other person in 
computing his income for a previous taxation year, 
and were not deductible by the first successor corpo- 
ration in computing its income for the taxation year 
in which the property so acquired was acquired by 
the second successor corporation, and 


(ii) would, but for the provisions of paragraph 
(25)(d), have been deductible by the first successor 
corporation in computing its income for the taxation 
year in which the property so acquired was acquired 
by the second successor corporation, and 


(b) of that aggregate, an amount equal to such part of its 
income for the year if no deduction were allowed under 
this section or section 65, 66 or 66.1 of the amended Act, 
(minus the deductions allowed for the year by subsection 
66(2) and sections. 112 and 113 of the amended Act), as 
may reasonably be regarded as attributable to 


(i) the disposition of any Canadian resource property 
owned by the predecessor of the first successor cor- 
poration within the meaning of subsection (25), im- 
mediately before the acquisition by the first succes- 
sor corporation of the property so acquired by the 
second successor corporation, and 


(ii) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation, within 
the meaning of subsection (25), had, immediately 
before the acquisition by the first successor corpora- 
tion of the property so acquired by the second suc- 
cessor corporation, an interest or a right to take or 
remove petroleum or natural gas or a right to take or 
remove minerals; 


and, in respect of any expense included in the aggregate re- 
ferred to in paragraph (a), no deduction may be made under 
this section by the first successor corporation in computing its 
income for a taxation year subsequent to its taxation year in 
which the property so acquired was acquired by the second 
successor corporation. 


(in this subsection referred to as the “second successor corpo- 
ration”) whose principal business is of the class described in 
subsection (4) has at any time after April 10, 1962 acquired, 
by purchase, amalgamation, merger, winding-up or otherwise 
(other than pursuant to an amalgamation that is described in 
subsection 87(1.2) of the amended Act or a winding-up to 
which the rules in subsection 88(1) of the amended Act ap- 
ply) from another corporation (in this subsection referred to 
as the “first successor corporation’’) that was a successor cor- 
poration, within the meaning of subsection (25), all or sub- 
stantially all of the Canadian resource properties of the first 
successor corporation and (except in the case of an amalga- 
mation or a winding-up) the first successor corporation and 
the second successor corporation have jointly elected in pre- 
scribed form on or before the day that is the earlier of the 
days on or before which either taxpayer making the election 
is required to file a return of income pursuant to section 150 
of the amended Act for the taxation year in which the transac- 
tion to which the election relates occurred, there may be de- 
ducted by the second successor corporation in computing its 
income for a taxation year the lesser of 


(a) the aggregate determined by adding the expenses re- 


All that portion of subsec. 29(29) preceding para. (a) substituted and 
subpara. 29(29)(b)(i) amended to substitute “Canadian resource 
property” for “property described in any of subparagraphs 
66(15)(c)(i) to (vii) of the amended Act”, by 1985, c. 45, subsecs. 
133(5), (6) applicable as to subpara. 29(29)(b)(i) with respect to ac- 
quisitions occurring in taxation years commencing after 1984 and as 
to that portion of subsec. 29(29) preceding para. (a) with respect to 
acquisitions after 1982 except that with respect to acquisitions oc- 
curring after 1982 and in a taxation year commencing before 1985 
the reference to “Canadian resource properties of the first successor 
corporation” shall be read as a reference to “property of the first 
successor corporation used by it in carrying on in Canada its princi- 
pal business”. That portion of subsec. 29(29) preceding para. (a) 
formerly read: 


(29) Property acquired by second successor corpora- 
tion — Notwithstanding subsection (24), where a corporation 
(hereinafter in this subsection referred to as the “second suc- 
cessor corporation”) whose principal business is of the class 
described in subsection (4) has, at any time after April 10, 
1962, acquired from a corporation (hereinafter in this subsec- 
tion referred to as the “first successor corporation’’) that was a 
successor corporation within the meaning of subsection (25) 
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all or substantially all of the property of the first successor’ 
corporation used by it in carrying on in Canada its principal 
business, and (except in the case of a winding-up) the first 
successor corporation and the second successor corporation 
have jointly elected in prescribed form on or before the day 
that is the earlier of the days on or before which either tax- 
payer making the election is required to file a return of in- 
come pursuant to section 150 of the amended Act for the tax- 
ation year in which the transaction to which the election 
relates occurred, there may be deducted by the second succes- 
sor corporation, in computing its income for a taxation year, 
the lesser of 


Subpara, 29(29)(a)(@) substituted by 1984, c. 1, subsec. 108(3), ap- 
plicable with respect to acquisitions of property by a successor cor- 
poration from a predecessor after April 19, 1983. Subpara. (a)(i) 
formerly read: 


(i) were not deductible by the second successor corporation or 
any other corporation in computing its income for a previous 
taxation year, and were not deductible by the first successor 
corporation in computing its income for the taxation year in 
which the property so acquired by the second successor cor- 
poration, and 


Subpara. 29(29)(b)() substituted by 1980-81-82-83, c. 48, subsec. 
117(2), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)”. 


All that portion of subsec. 29(29) preceding para. (a) substituted by 
1979, c. 5, subsec. 69(2), applicable with respect to acquisitions of 
property after November 16, 1978. That portion formerly read: 


(29) Notwithstanding subsection (24), where a corporation 
(hereinafter in‘ this subsection referred to as the “second suc- 
cessor corporation”) whose principal business is of the class 
described in subsection (4) has, at any time after April 10, 
1962, acquired from a corporation (hereinafter in this subsec- 
tion referred to as the “first successor corporation”) that was a 
successor corporation within the meaning of subsection (25) 
all or substantially all of the property of the first successor 
corporation used by it in carrying on in Canada its principal 
business, there may be deducted by the second successor:cor- 
poration, in computing its income for a taxation year, the 
lesser of | 


All that portion of subsec. 29(29) following para. (a) substituted by 
1977-78, c. 1, subsec. 106(17), applicable to 1977 et seq. In its ap- 
plication to taxation years ending after May 6, 1974 and before 
1977, all that portion of subsec. 29(29) following para. (a) shall be 
deemed to have read as follows: 


(b) of that aggregate, an amount equal to such part of its 
income for.the year if no deduction were allowed under 
this section or section 65, 66 or 66.1 of the amended Act, 
(minus the deductions allowed for the year by subsection 
66(2) and sections 112 and 113 of the amended ‘Act), as 
may reasonably be regarded as attributable to the produc- 
tion of petroleum or natural gas from wells, or the pro- 
duction of minerals from mines, situated on property in 
Canada from which the predecessor of the first successor 
corporation, within the meaning of subsection (25), had, 
immediately before the acquisition by the first successor 
corporation of the property so acquired by the second 
successor corporation, -a right to take or remove petro- 
leum or natural gas or a right to take or remove minerals; 


and, in respect of any expense included in the aggregate re- 

“ferred to in paragraph (a), no deduction may be made under 
this section by the first successor corporation in computing its 
income for a taxation year subsequent to its taxation year in 
which the property so acquired was acquired by the second 
successor corporation. 


That. portion formerly read: 
(b) of that aggregate, an amount equal to such part of its in- 
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» come for the: year 


(i) 1f no deduction were allowed under section 65 ‘or 66 of - 
the amended Act; and. 


(ii) if no deduction were allowed under this section or 
_ section 66 of the amended Act, 


(minus any deductions allowed for..the.. year De subsection 
66(2) of the amended Act and sections 112 and 113 of the ’ 

-amended Act), as may reasonably be regarded as attributable 
to the production of petroleum or natural gas from wells, or 
the production of minerals from mines, situated on property’ - 
in Canada from which the predecessor of the first successor. » 
corporation, within, the meaning of subsection (25), had, im- 
mediately before the acquisition by the first successor corpo- 

- ration of the property so acquired by the second successor _ 
corporation, a right to take or remove petroleum or natural ~ 
gas or a right to take or remove minerals; 


and, in respect of any such expenses included in the aggregate 
determined under paragraph (a), no deduction may be made 
under this section by the first successor corporation in com- 
puting its income for a taxation year subsequent to its taxa- 
tion year in which the property so acquired was acquired by 
the second successor corporation. 


(30) Inclusion in “drilling and exploration ex- 
penses” — For the purposes of this‘section, “‘drill- 
ing and exploration expenses” incurred on or in re- 
spect of exploring or drilling for petroleum or natural 
gas in Canada include an annual payment made for 
the preservation of a right, licence.or privilege. de- 
scribed in subsection (14). & 

Pre-RSC History: Subsec. 29(30) amended to. substitute: “For the 
purposes of this section” for “For the purposes of: this section and 
subsection 34(3)” by 1985, c. 45, subsec. 133(7), Ue with 
respect to acquisitions after 1982. 


(31) General limitation — Where a corporation, 
association, partnership or syndicate has incurred ex- 
penses the deduction of which from income is au- 
thorized under more than one provision of this sec- 
tion, it is not entitled to make the deduction under 
more than one provision but is entitled to select the 
provision under which to make the deduction. 


(32) Deduction for provincial tax — Where a 
corporation whose principal business is production, 
refining or marketing of petroleum, petroleum prod- 
ucts or natural gas or exploring or drilling for petro- 
leum or natural gas.could have deducted an amount 
in respect of expenditures of the corporation in con- 
nection with exploration or drilling for petroleum or 
natural gas incurred in a preceding taxation year 
from the tax payable under a provincial statute for 
the 1952 or a subsequent taxation year if the provin- 
cial statute were applicable to that year, the corpora- 
tion may deduct from the tax otherwise payable by it 
under Part I of the amended Act for the year an 
amount not exceeding the amount that would have 
been so deductible. 


(33) Definition of “provincial statute” — For 
the purposes of subsection (32), “provincial statute” 
means a statute imposing a tax on the incomes of 
corporations enacted by the legislature of a province 
in 1949 and, for the purpose of that subsection, an 
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amount deductible thereunder for one year shall, for 
the purpose of computing the deduction for a subse- 
quent year, be deemed to have been deductible under 
the provincial statute. 


(34) Expenses deductible under certain 
enactments deemed not otherwise deducti- 
ble — Where expenses are or have been, under this 
section, section 8 of the Income War Tax Act, section 
16 of chapter 63 of the Statutes of Canada, 1947, 
section 16 of chapter 53 of the Statutes of Canada, 
1948, section 53 of chapter 25 of the Statutes of 
Canada, 1949 (Second Session) or section 83A of 
the former Act, deductible from or in computing a 
taxpayer’s income, or where any amount is or has 
been deductible in respect of expenses under any of 
those provisions from taxes otherwise payable, it is 
declared that no amount in respect of the same ex- 
penses is or has been deductible under any other au- 
thority in computing the income or from the income 
of that taxpayer or any other taxpayer for any taxa- 
tion year. 

Related Provisions [ITAR 29]: ITA 87(1.2) — New corporation 
deemed continuation of predecessor. 


30. (1), (2) [Repealed under former Act] 


(3) Reference to this Act in amended Act — In 
subsection 66(14) of the amended Act, “any amount 
deductible under the Income Tax Application Rules” 
in respect of that subsection means any amount de- 
ductible under section 29 of this Act. 


Pre-RSC History: Subsec. 30(1) repealed by 1987, c. 46, s. 74, 
applicable to taxation years ending after February 17, 1987. Subsec. 
(1) formerly read: 


30. (1) References in amended Act to Income Tax 
Application Rules, 1971 — In subsections 66(6) and (7), 
66.1(4) and (5), 66.2(3) and (4), 66.4(3) and (4) and 96(1) of 
the amended Act, 


(a) “the Income Tax Application Rules, 1971 in respect of 
this paragraph” means the provisions of section 29 of this 
Act; 


(b) “the provisions of the Income Tax Application Rules, 
1971 allowing a deduction” for the purposes of 
paragraphs 66(6)(b) and 66.1(4)(b) thereof means the 
provisions of subsections 29(25) and (29) of this Act; and 


(c) “the provisions of the Income Tax Application Rules, 
197] allowing a deduction” for the purposes of 
paragraphs 66(7)(b) and 66.1(5)(b) thereof means the 
provisions of subsection 29(29) of this Act. 


All that portion of subsec. 30(1) preceding para. (b) substituted by 
1980-8 1-82-83, c. 48, s. 118, applicable to taxation years ending af- 
ter December 11, 1979. That portion formerly read: 


30. (1) References in amended Act to Income Tax 
Application Rules, 1971 relating to exploration and 
development expenses — In subsections 66(6) and (7), 
66.1(4) and (5) and 66.2(3) and (4) of the amended Act, 
(a) “the Income Tax Application Rules, 1971” in respect 
of paragraphs 66(6)(b) and (7)(b), 66.1(4)(b) and (5)(b) 
and 66.2(3)(b) and (4)(b) of the amended Act means the 
provisions of section 29 of this Act; 


Subsec. 30(1) substituted, subsec. (2) repealed by 1977-78, c. 1, s. 
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107, applicable to taxation years ending after May 6, 1974. Subsecs. 
(1), (2) formerly read: 


30. (1) In subsection 66(3) of the amended Act, “the amount 
of any deduction allowed by the Income Tax Application 
Rules, 1971” in respect of subparagraph (b)(iii) thereof in 
computing the income for a taxation year of a taxpayer who is 
an individual or a corporation other than a principal business 
corporation, means the amount deductible in computing the 
income of the taxpayer for the year under section 29 of this 
Act 


(2) Idem — In subsections 66(6) and (7) of the amended Act, 


(a) “the Income Tax Application Rules, 1971” in respect 
of paragraphs 66(6)(b) and 66(7)(b) of the amended Act 
means the provisions of section 29 of this Act; 


(b) “the provisions of the Income Tax Application Rules, 
1971 allowing a deduction” for the purposes of paragraph 
66(6)(b) thereof means the provisions of subsections 
29(25) and (29) of this Act; and 


(c) “the provisions of the Income Tax Application Rules, 
1971 allowing a deduction” for the purposes of paragraph 
66(7)(b) thereof means the provisions of subsection 
29(29) of this Act. 


31. Application of section 67 of amended 
Act — In respect of any outlay or expense made or 
incurred by a taxpayer before 1972, section 67 of the 
amended Act shall be read without reference to the 
words “‘in respect of which any amount is”’. 


32. (1) Application of para. 69(1)(a) of 
amended Act— Paragraph 69(1)(a) of the 
amended Act does not apply to deem a taxpayer by 
whom anything was acquired at any time before 
1972 to have acquired it at its fair market value at 
that time, unless, if subsection 17(1) of the former 
Act had continued to apply, that fair market value 
would have been deemed to have been paid or to be 
payable therefor for the purpose of computing the 
taxpayer’s income from a business. 


(2) Application of para. 69(1)(b) of amended 
Act — Paragraph 69(1)(b) of the amended Act does 
not apply to deem a taxpayer by whom anything was 
disposed of at any time before the 1972 taxation year 
to have received proceeds of disposition therefor 
equal to its fair market value at that time. 


(3) Application of para. 69(1)(c) of amended 
Act — For greater certainty, paragraph 69(1)(c) of 
the amended Act applies to property acquired by a 
taxpayer before, at or after the end of 1971. 


32.1 (1)-(3.2) [Repealed under former Act] 


(4) Capital dividend account — Where a divi- 
dend became payable, or was paid if that time was 
earlier, by a corporation in a taxation year at a partic- 
ular time that was before May 7, 1974, for the pur- 
pose of computing the corporation’s capital dividend 
account immediately before the particular time, all 
amounts each of which is an amount in respect of a 
capital loss from the disposition of property in the 
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taxation, year and before the Parhenlar time shall be 
deemed to be nil. 


(5), (6) [Repealed under former Act] 


Pre-RSC History [ITAR 32.1]: Subsecs. 32.1(3)-(3. 2), (5), (6) 
repealed by 1985, c. 45, s. 134. Subsecs. (3)—(3.2), (5), (6) formerly 
read: 


respect of the full amount of the dividend, the words “‘at or 
before the particular time or the first day on which any part of 
the dividend was paid if that day is earlier than the particular 
time” in subsection 83(1) or 131(1), as the case may be, shall 
be read as “at any time before May 1, 1973”. 


(2) ldem — For the purposes of section 64:3 of this Act, the 
election referred to in subsection (1) shall, if made before 


(3) Late filed elections — Where at any particular.time 
before 1975 a dividend has become payable by a corporation 
to shareholders of any class of shares of its capital stock, and 
subsection 83(1). or (2) of the amended Act would have ap- 
plied to the dividend except that the election referred to 
therein was not made on or before the day on or before which 
the election was required by that subsection to be made, the 
election shall be deemed to have been made at the particular 
time or on the first day on which any part of the dividend was 
paid, whichever is the earlier, if 


(a) the election is made in prescribed manner and pre- 
scribed form; and 


(b) an estimate of the penalty, if any, in respect of that 
election is paid by the corporation when that election is 
made. 


(3:1) Request for election — The Minister may at any time, 
by written request served personally or by registered mail, re- 
quest that an election referred to in subsection (3).be made by 
a taxpayer, and where the taxpayer on whom such a request is 
served does not comply therewith within 90 days of service 
thereof on him, subsection (3) does not apply to such an elec- 
tion made by him. 


(3.2) Penalty — For the purposes of subsection (3), the pen- 
alty: in respect of an election referred to in that subsection is 
an amount equal to the lesser of 


(a) 1% per annum of the amount of the dividend referred 
to in the election for the period commencing on July 1, 
1975 and ending with the day on which. that election was 
made, and 


(b) the product obtained when $500 is multiplied by the 
proportion that the number of months or parts.of months 
during the period referred to in paragraph (a) bears to 12. 


(5) Late-filed section 85 elections — Where an election re- 
ferred to in subsection 85(6) of the amended Act was not 
made,on or before the day on or before which the election 
was required by that subsection to be made and that day is 
before May 7, 1974, the election shall be deemed to have 
been made on that day if it is made in prescribed manner and 
prescribed form on or before June 30, 1975. 


(6) Late-filed subsection 97(2) and 98(3) elections — 
Where ‘an election referred to in subsection 96(4) of the 
amended Act was not made on or before the day on or before 
which the election was required by that subsection to be made 
and. that day is before May. 7,.1974, the. election shall be 
deemed to have been made on that day if it is made in pre- 
scribed manner and prescribed form on or before June 30, 
AdQTS, 


May 1, 1973, be deemed to have been made at the time the 
dividend, in respect of which that election was made, became 
payable or on the first day on which any part of that dividend 
was paid if that day was earlier. 


_ Subsec. 32.1 (3) substituted, subsecs. 32.1(3.1), (3.2) added by 
1976-77, c. 4, s. 81, applicable in respect of dividends that became 
payable before 1975. Subsec. (3) formerly read: 


(3) Where. at any particular time before 1975 a dividend has 
become payable by a corporation to shareholders of any class 
of shares of its capital stock, and subsection 83(1) or (2) of 
the amended Act would have applied to the dividend except 
that the election referred to therein was not made on or before 
the day on or before which the election was required by. that 
subsection to be made, the election shall be deemed to have 
been made at the particular time or on the first day on which 
any part of the dividend was paid; whichever is the earlier, if 
the election is made in prescribed manner and prescribed 
form on or before June 30, 1975. 


Subsecs. 32.1(3)-(6) added by 1974-75-76, c. 26, 8.134. 
S. 32.1 added by 1973-74, c. 14, s. 77. 


33. [Repealed under former Act] 


Pre-RSC History: S. 33 
formerly read: 


repealed by 1985, c. 45,-s..135. S. 33 


33. (1) Deemed dividends — For the purpose of determin- 
ing whether or not, as a result of a transaction done or ef- 
fected before 1972 by a corporation resident in Canada part 
of whose 1972 taxation year is before and part of which is 
after the commencement of 1972, a taxpayer is deemed to 
have received a dividend from the corporation, 


(a) except as otherwise provided in paragraph (c), the 
provisions of the amended Act are not applicable, 


(b) the provisions of the former Act are applicable, and 


(c) where the transaction was done or effected in the cor- 
poration’s 1972 taxation year, for the purposes of para- 
graph (b) the corporation’s undistributed income on hand 
at the time of the transaction shall be déemed to be an 
amount equal to the amount that its 1971 undistributed 
income on hand, within the meaning assigned by section 
196 of the amended Act, would be immediately before 
the transaction if subsection 196(4) thereof were read 


(i) without reference to the words “after 1971”, 
(11) without reference to paragraph (c) thereof, 


(1i1) as if the reference in paragraph (d) thereof to “‘as 
of the end of 1971” were read as a reference to “im- 
mediately before the particular time”, and 


(iv) as if subparagraphs (e)(i) and (ii) thereof read as 


Subsecs. 32.1(1), (2) repealed by 1977-78, c. 1, s. 108, applicable in 
respect of dividends that became payable after April 1973. Subsecs. 
(1), (2) formerly read: 


follows: 


“G) cadens paid by the.corporation after its 
1971 taxation year and before the particular 
32.1 (1) Election respecting surplus — For the purposes of time, and 
applying subsection 83(1) or 131(1) of the amended Act to a 
dividend that became payable by a corporation in 1972, 
where the directors or other person or persons legally entitled 


to administer the affairs of the corporation have, before’ the 


(ii) dividends deemed to have been received 
by its shareholders in that period and before 
the particular time,”. 


dividend became payable, authorized the making of an elec- 
tion under subsection 83(1). or 131(1), as the case may be, in 


1941 


(2) Idem — Where a corporation (other than a corporation 
that was, by virtue of an amalgamation within the meaning 
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(c) processing mineral ores for the purpose of recovering 
metals therefrom, 


assigned by section 85I of the former Act, a new corporation) 
was incorporated in 1971 and its 1972 taxation year was its 
first taxation year, for the purposes of computing its paid-up 
capital deficiency (within the meaning assigned by paragraph 
89(1)(d) of the amended Act) at any time, 
(a) the references in subparagraphs 89(1)(d)(v) and 
89(1)()(v) of the amended Act to “1971” shall be read as 
references to “1972”, and 
(b) paragraph 89(1)(h) of the amended Act is applicable 
mutatis mutandis for the purpose of computing its tax eq- 
uity at the end of its 1972 taxation year. 


(d) a combination of processing mineral ores for the pur- 
pose of recovering metals therefrom and processing met- 
als recovered from the ores so processed, or 

(e) fabricating metals, 


there may be deducted by the new corporation in computing 
its income for a taxation year the aggregate of the following 
amounts in respect of expenses incurred by predecessor cor- 
porations, namely, in respect of each individual eS eee 
corporation, the amount that is the lesser of 


34. (1) Amalgamations — Notwithstanding sec- (f), the aggregate of 


tion 9, subsections 85I(1) and (2) of the former Act 
continue to apply with such modifications as, in the 
circumstances, are necessary by virtue of this Act, in 
respect of any amalgamation of two or more corpo- 
rations before 1972. 


(2), (3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 34(2), (3) repealed by 1985, c. 45, 
subsec. 136(1). Subsecs. (2), (3) formerly read: 


(i) the drilling and exploration expenses, including 
all general geological and geophysical expenses, in- 
curred by the predecessor corporation before 1972 on 
or in respect of exploring or drilling for petroleum or 
natural gas in Canada, and 


(ii) the prospecting, exploring and development ex- 
penses incurred by the predecessor corporation 
before 1972 in searching for minerals in Canada, 


to the extent that such expenses 


(2) Idem — Where there has been an amalgamation of two or 
more corporations before 1972 and the first taxation year of 
the new corporation is its 1972 taxation year, the following 
rules apply: 


(a) for the purposes of paragraph 196(4)(a) of the 
amended Act the amount determined thereunder in. re- 
spect of the new corporation shall be deemed to be the 
aggregate of amounts each of which is the amount deter- 
mined thereunder in respect of each predecessor 
corporation; 


(b) for the purposes of computing the 1971 capital sur- 
plus on hand of the new corporation at any time, there 
shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 89(1)(1)(ii) to (iv) of the 
amended Act the amount, if any, by which 


(i) the aggregate of amounts each of which is the 
1971 capital surplus on hand, if any, of a predecessor 
corporation immediately before the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the 
paid-up capital deficiency, if any, of a predecessor 
corporation immediately before the amalgamation; 
and 


(c) for the purposes of computing the paid-up capital de- 
ficiency of the new corporation at any time, there shall be 
added to the aggregate of the amounts determined under 
subparagraphs 89(1)(d)(i) to (iv) of the amended Act the 
amount, if any, by which 


(i) the aggregate of amounts each of which is the 
paid-up capital deficiency, if any, of a predecessor 
corporation immediately before the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the 
1971 capital surplus on hand, if any, of a predecessor 
corporation immediately before the amalgamation. 


(3) Idem — Where there has been an amalgamation of two or 
more corporations after 1957 and the principal business of the 
new corporation is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, 


(b) mining or exploring for minerals, 
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(111) were not deductible by the new corporation in 
computing its income for a previous taxation year, 
and were not deductible by the predecessor corpora- 
tion in computing its income for its last taxation year 
or its income for a previous taxation year, and 


(iv) would, but for any of paragraphs 29(1)(b), 
(2)(b), (3)(d) and (4)(h) of this Act or paragraph 
66(1)(b) of the amended Act, have been deductible 
by the predecessor corporation in computing its in- 
come for its last taxation year, and 


(g) of the aggregate determined under paragraph (f), an 
amount equal to such part of the income of the new cor- 
poration for the year 


(i) if no deduction were allowed under section 29 of 
this Act or section 65, 66 or 66.1 of the amended 
Act, and 


(ii) if no deduction were allowed under this section 
or subsection 87(6) of the amended Act in its appli- 
cation to amalgamations occurring. after 1971 and 
before May 7, 1974, 


(minus the deductions allowed for the year by subsection 
66(2) and sections 112 and 113 of the amended Act), as 
may reasonably be regarded as attributable to the produc- 
tion: of petroleum or natural gas from wells, or the pro- 
duction of minerals from mines, situated on property in 
Canada from which the predecessor corporation had, im- 
mediately before the amalgamation, a right to take or re- 
move, petroleum or natural gas or a right to take or re- 
move minerals; 


and no amount in respect of expenses of the predecessor cor- 
poration included in the aggregate determined under para- 
graph (f) shall, where subsection 192(15) of the amended Act 
is being applied to determine, for the purposes of paragraph 
87(2)(gg) of the amended Act, the designated surplus of the 
predecessor corporation immediately before the amalgama- 
tion, be included in the amount or amounts deductible under 
any paragraph of subsection 192(15) thereof. 


Para. 34(3)(g) substituted by 1977-78, c. 1, s. 109, applicable to tax- 
ation years ending after May 6, 1974. Para. (g) formerly read: 


(g) of the aggregate determined under paragraph (f), an 
amount equal to such part of the income of the new corpora- 
tion for the year 


(i) if no deduction were allowed under section 29 of this 
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Act or under section. 65 or 66 of the amended Act, and 


(ii) if no deduction were allowed under this section or 
subsection 87(6) of the amended Act, 


(minus any deductions ‘allowed for the year by sections 112 
and 113 of the amended Act), as may reasonably be regarded 
as attributable to the production of petroleum or natural gas 
from wells, or the production of minerals from mines, situ- 
ated on property in Canada from which the. predecessor cor- 
poration had, immediately before the amalgamation, a right to 
take or remove petroleum or natural gas or a right to take or 
remove minerals; 


(4) Idem, — In applying the provisions of subsection 
29(25) to determine the amount that may be de- 
ducted by the successor or second successor corpora- 
tion, as the case may be, in computing its income 
under Part I of the amended Act for a taxation year, 
where a predecessor corporation has paid an amount 
(other than a rental or royalty) to the government of 
Canada or a province for 


(a). the right to. explore for petroleum or natural 
gas on a specified parcel. of land in Canada 
(which right is, for greater certainty, declared to 
include a right of the type commonly referred to 
asa. “licence”, “permit” or “reservation’’), or 


(b) a legal lease of the right to take or remove 
petroleum or natural gas from a specified parcel 
of land in Canada, 


and before April 11, 1962 acquired the rights in re- 
spect of which the amount was so paid, if, before the 
predecessor corporation was entitled because of sub- 
section 29(21) to any deduction in computing its in- 
come for a taxation year in respect of the amount so 
paid, the property of the predecessor corporation was 
acquired by the successor or second successor corpo- 
ration, as the case may be, and at any time, before 
any well came into production in reasonable com- 
mercial quantities on the land referred to in para- 
graph (a) or (b), the successor or second’ successor 
corporation, as the case may be, surrendered all the 
rights so acquired by the. predecessor corporation 
(including, in respect of a right of the kind described 
in paragraph (a), all rights thereunder to-any lease 
and all rights under any lease made thereunder) with- 
out receiving any consideration therefor or payment 
of any part of the amount so paid by the predecessor 
corporation, the amount so paid by the predecessor 
corporation shall be added at that time to the amount 
determined under subparagraph 29(25)(c)(1). 
Pre-RSC History: Subsec. 34(4) substituted by 1985, c. 45, sub- 
sec. 136(2), applicable with respect to acquisitions after 1982. Sub- 
sec. (4) formerly read: 
(4) Application of ss. (3) —In applying the provisions of 
subsection (3) to determine the amount that may be deducted 
by the new corporation in computing its income under Part I 
of the amended Act for a taxation year, where a predecessor 


corporation has paid an amount (other than a rental or roy- 
alty) to the government of Canada or of a province for 


(a) the right to explore for petroleum or natural gas on a 
specified parcel of land in Canada (which right is, for 
greater certainty, declared to include a right of the type 
commonly referred to as a “licence”, “permit” or “reser- 
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vation’), or 


(b) a legal lease of the right to take or remove Dee aga 
_or natural gas from a.specified parcel,.of land in Canada, 


and acquired the rights, before April 11,1962; in respect of 
which the amount was so. paid, if, before the predecessor. cor- 
poration was entitled, by virtue of subsection 29(21), to any 
deduction in computing its income for a taxation year im re- 
spect of the amount so paid, the property of the predecessor 
corporation was acquired by the new corporation and the new 
corporation did, before any well came into production in rea- 
sonable commercial quantities on the land referred to in para- 
graph(a) or (b), surrender all the rights so acquired by the 
predecessor corporation (including, in respect of aright of the 
kind described in paragraph (a), all rights thereunder to any 
lease and _all rights under any lease made thereunder) without 
receiving any consideration therefor or payment of any part 
of the amount so paid by the predecessor corporation, the 
amount so paid by the predecessor corporation’ shall be added 
to the amount determined under paragraph (3)(f). 


(5), (6) [Repealed under former Act]. 
Pre-RSC History: Subsecs. 34(5), (6) repealed by 1985, c.-45, 


_ subsec. 136(2), applicable with respect to acquisitions after 1982: 


Subsecs. (5), (6) formerly read: 


~(5) Tax payable — Where there has been an amalgamation 
» of two or more corporations before. 1972 and the first taxation * 

year of the new corporation. is its 1972 taxation year, if any 
amount is required by paragraph 85I(2)(k) of the former Act 
to be added to the amount determined under paragraph 
82(1)(a) of the former Act from which the aggregate of the 
amounts referred to in subparagraphs (i) to (vii) thereof was 
required to be subtracted, the new corporation shall,on or 
before the day on or before which it is required to file a return 
of its income under Part I of the amended Act for its 1972 
taxation year, pay a tax equal to 20% of the amount, if any, 
by which 

(a) the i iteseae of all-amounts so Tea ibese to be added, 
exceeds 

(b) the value of the assets of the new corporation (other 

than goodwill) less the liabilities of the new corporation 

(other than any liability for tax under this subsection), 

immediately after the amalgamation. - . 
(6) Paid-up capital deemed liability — For the purpose of 
paragraph (5)(b), the amount of the paid-up capital of a cor- 
poration at a particular time with respect to any class of 
shares other than common shares shall be deemed to be a lia- 
bility of the corporation at that time. 


(7) Definition of “amalgamation” — In this sec- 
tion, “amalgamation” has the meaning assigned by 
section 85I of the former Act. 


(8) [Repealed under former Act] 
Pre-RSC History: Subsec. 34(8) repealed by 1985, c. 45, subsec. 
136(3). Subsec. (8) formerly read: 


(8) Provisions applicable to ss. (5)— Sections 151, 152 
and 162.to 167 and Division. J of Part I of the amended Act 
are applicable mutatis mutandis to subsection (5). 


Interpretation Bulletins [ITAR 34]: IT-60R2: 1971 undistrib- 
uted income on hand. 


35. (1) Foreign affiliates — Section 26 does not 
apply in determining for the purposes of section 91 
of the amended Act the amount of any taxable capi- 
tal gain or allowable capital loss of a foreign affiliate 
of a taxpayer. 
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(2) idem — Any corporation that was a foreign af- 
filiate of a taxpayer on January 1, 1972 shall be 
deemed, for the purposes of subdivision i of Division 
B of Part I of the amended Act, to have become a 
foreign affiliate of the taxpayer on that day. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 35(3) repealed by 1985, c. 45, s. 137. 
Subsec. (3) formerly read: 


(3) Idem — Subsection 91(1) of the amended Act shall be 
read as if the reference therein to “each taxation year of the 
affiliate” were read as a reference to “the 1976 and each sub- 
sequent taxation year of the affiliate”. 


Subsec. 35(3) substituted, subsec. 35(4) added by 1973-74, c. 14, s. 
78. 


Subsec. 35(3) substituted for subsecs. 35(3), (4) by 1974- 75-76, c. 
263.Sryb35. 


(4) Idem — Any corporation that was deemed to be: 


a foreign affiliate of a taxpayer at any time prior to 
May 7, 1974 because of an election made by the tax- 
payer in accordance with subparagraph 95(1)(b)(iv) 
of the amended Act, as it read before being amended 
by chapter 26 of the Statutes of Canada, 1974-75-76, 
shall be deemed to have been a foreign affiliate of 
the taxpayer at that time. 


Pre-RSC History: Subsec. 35(4) added by 1976-77, c. 4, s. 82. 


35.1 [Repealed under former Act] 


Pre-RSC History: S. 35.1 repealed by 1985, c. 45, s. 138. Subsec. 
35.1 formerly read: 


35.1 Trusts not resident in Canada — Subparagraphs 
94(1)(c)(Gi) and (ii) of the amended Act shall be applicable 
only for the 1976 and subsequent taxation years of a trust 
therein referred to. 


S. 35.1 added by 1976-77, c. 4, s. 83, applicable to 1972 et seq. 


36. Application of paras. 107(2)(b) to (d) of 
amended Act —In computing the income of a 
taxpayer for the taxpayer’s 1972 or any subsequent 
taxation year, paragraphs 107(2)(b) to (d) of the 
amended Act do not apply in respect of any property 
of a trust distributed by the trust to the taxpayer at 
any time before the commencement of the taxpayer’s 
1972 taxation year. 


37. [Repealed under former Act] 


Pre-RSC History: S. 37 repealed by 1985, c. 45, s. 139. S. 37 
formerly read: 


37. (1) Loss carry-overs — For the purposes of section 111 
of the amended Act, in computing a taxpayer’s taxable in- 
come for any taxation year ending after 1971, a business loss 
(within the meaning assigned by the former Act) sustained in 
any particular previous taxation year ending before 1972 
shall, to the extent that it would have been deductible in com- 
puting the taxpayer’s taxable income for the 1972 taxation 
year on the assumption that 


(a) paragraph 27(1)(e) and subsections 27(5) and 27(5Sa) 
of the former Act were applicable to the 1972 taxation 
year and section 111 of the amended Act were not so 
applicable, 
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(b) paragraph 27(1)(e) of the former Act were read with- 
out reference to subparagraph (iii) thereof, and 


(c) his taxable income for the 1972 taxation year were an 
amount greater than the aggregate of those business 
losses sustained by the taxpayer in the 5 consecutive tax- 
ation years ending with his 1971 taxation year, 


be deemed to have been a non-capital loss of the taxpayer for 
the particular previous taxation year. 


(2) Idem — In subsection (1) “business loss” does not in- 
clude such part (in subsection (3) referred to as a “partial 
farming loss”) of a taxpayer’s loss from farming, within the 
meaning of the former Act, as was not, by virtue of section 13 
of the former Act, deductible in computing his income for the 
year in which the loss was sustained. 


(3) ldem — For the purposes of section 111 of the amended 
Act, in computing a taxpayer’s taxable income for any taxa- 
tion year ending after 1971, a partial farming loss sustained in 
any particular previous taxation year ending before 1972 
shall, to the extent that it would have been deductible in com- 
puting the taxpayer’s taxable income for the 1972 taxation 
year on the assumptions set out in paragraphs (1)(a) to (c), be 
deemed to have been a restricted farm loss of the taxpayer for 
the particular preceding taxation year. 


(4) Reference to preceding taxation year — A reference 
in section 111 of the amended Act to a taxation year preced- 
ing the taxation year in respect of which a deduction thereun- 
der is being made shall, in no case other than the case of a 
loss that is deemed by subsection (1) or (3) to have been a 
non-capital loss or a restricted farm loss, be read or construed 
so as to include a reference to a taxation year ending before 
1972. 


(5) Non-capital losses — For the purposes of paragraph 
27(1)(e) of the former Act, in computing a taxpayer’s taxable 
income for his 1971 taxation year, the taxpayer’s non-capital 
loss, if any, for his 1972 taxation year shall be deemed to 
have been a business loss sustained by him in his 1972 taxa- 
tion year. 


(6) Restricted farm loss — For the purposes of paragraph 
27(1)(e) and subsection 27(6) of the former Act, in comput- 
ing a taxpayer’s taxable income for his 1971 taxation year, 
the taxpayer’s restricted farm loss, if any, for his 1972 taxa- 
tion year shall be deemed to have been a loss from farming 
sustained by him in his 1972 taxation year. 


(7) Non-capital. loss and restricted farm loss — To the ex- 
tent that an amount in respect of a taxpayer’s non-capital loss 
or restricted farm loss for his 1972 taxation year is, by virtue 
of subsection (5) or (6), as the case may be, deductible from 
his income for his 1971 taxation year, that amount shall for 
the purposes of paragraph 111(3)(a) of the amended Act, in 
computing the taxpayer’s taxable income for his 1973 or any 
subsequent taxation year, be deemed to have been previously 
deductible under Part I of the amended Act in respect of that 
non-capital loss or restricted farm loss, as the case may be. 


All that portion of subsec. 37(1) preceding para. (a), subsec. 37(3) 
substituted by 1974-75-76, c. 26, subsecs. 136(1), (2). 


Subsec. 37(6) substituted, subsec. 37(7) added by 1973-74, c. 14, s. 
79. 


38. [Repealed under former Act] 
Pre-RSC History: S. 38 repealed by 1985, c. 45, s. 139. S. 38 
formerly read: 


38. (1) Averaging provisions — Notwithstanding section 9, 
section 118 of the amended Act is not applicable for the pur- 
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poses of computing the tax under Part I thereof payable by 
any taxpayer for the 1972 taxation year, and the references in 
subparagraphs 118(1)(a)G) and 118(2)(c)(i) thereof to ‘‘4” 
shall, for each of the following taxation years that is a year of 
averaging, be read as follows: 

(a) for. 19730." 1, 

(b) for 1974,.“2”, and 

(c); for: 1975.3? 


(2) Idem — Notwithstanding section 61 of the amended Act, © 


_ (a) an amount in respect of which an election has: been 
made by a taxpayer under any of sections 40, 42, 44 to 46 
and 48 shall not be included in computing the aggregate 
of amounts described in-subsection 61(2) of the amended 
Act in respect of the: taxpayer; and 


(b) an amount in respect of which an election has been 
made by a taxpayer under section 43 shall, for the pur- 
poses of subparagraph 61(1)(b)(Gii) of the amended Act, 
not be included in FOROS the EEDA REIS income. de- 
scribed therein. 


Subsec. 38(2) substituted by 1973-74, c. 14, s. 80., 


the amended Act) if he had. been resident in Canada 

throughout. those years and, his incomes for those years 

had been from sources in Canada, 

is of are 
(b) the aggregate of the taxpayer’s incomes for those 3 
years; : 


and, in such.a case, the election is not valid unless the tax- 
payer has filed with his election, a return of his incomes for 
the 2 immediately preceding taxation years in the same form 
and containing the same information as.the returns that he 
would have been required to file under that Part if he had 
been resident in Canada in those years. 


40. (1) Payments out of pension funds, etc. — 
In the case of 


(a) a single payment 
(i) out of or under a superannuation or pension 
fund or plan 


(A) on the death, withdrawal or retirement 
from employment of an employee or for- 


39. [Repealed under former Act] | yeq ines employes, 
Pre-RSC History: S. 39 repealed by 1985, c. 45, s.'139. 8, 39 (B) on the winding-up of the fund or plan 
formerly read: in full satisfaction of all rights of the payee 


39. (1) Specific averaging provisions: part payments — 
Where a part of a payment is required by subsection 16(1) of 
the amended Act to be included in computing the income of 
an individual resident in Canada, other than a trust or estate, 
for a taxation year ending after 1971 and before 1974 and that 
part may reasonably be regarded as a payment of interest in 
respect of a period of not less than 3 ‘years, the amount 
thereof may, at the option of the taxpayer, be deemed. not to 
be income of the taxpayer for the purposes of Part. I of that 
Act, in which case the taxpayer shall pay, in addition to any 
other tax payable for the year, a tax on the amount thereof 
equal to that proportion thereof that 


(a) the aggregate of the taxes otherwise payable by the 
taxpayer under that Part for the taxation year and the 2 
years immediately preceding the taxation year (before 
making any deduction under sections 120, 121 or 126 of 
the amended Act), 


is of 4 
(b) the aggregate of He axpuyer s incomes for those 3 
years. 


(2) Idem — Any amount required by paragraph 148(1)(a) of 
the amended Act to be included in computing the income of a 
policyholder for a taxation year shall, for the purposes of sub- 
section (1), be deemed tobe a part of a payment that 


(a) is required by subsection 16(1). of the amended Act to 
be included in, computing the income for the year of the 
policyholder, and 


(b) may reasonably be regarded. as a payment of interest. 


(3) Idem — Where a taxpayer who has elected under subsec- 
tion (1) that an amount shall’ be deemed not'to be income for 
the purpose of Part I of the amended Act was not resident in 
Canada throughout the whole of the taxation year and the 2 
immediately preceding taxation years, the tax payable under 
this section is that proportion of the amount on which the tax 
is payable that 


(a) the aggregate of the taxes that would have been paya- 
ble by the taxpayer under that Part for the taxation year 
and the 2 immediately preceding taxation years (before 
making any deduction under section 120, 121 or 126 of 


in or under the fund or plan, or 


(C) to which the payee is entitled because 
of an amendment to the plan: although the 
payee continues to be an»employee to 
whom the plan applies, 


(11) upon retirement of an employee in recog- 
nition of long service and not made out of or 
under a superannuation fund or plan, 


(iii) under an employees profit sharing plan in 
full satisfaction of all rights of the payee in or 
under the plan, to the extent that the amount 
thereof would otherwise be included in com- 
puting the payee’s income for the year in 
which the payment. was received, or 


(iv) under a deferred profit sharing plan on. the 
death, withdrawal or retirement from employ- 
ment of an employee or former employee, to 
the extent that the amount thereof would oth- 
erwise be included in computing the payee’s 
income for the year in which the payment was 
received, 


(b) a payment or payments made by an employer 
to an employee or former employee on or after 
retirement in respect of loss. of office or employ- 
ment,.if made in the year of retirement or within 
one year after, that, year, or 


(c) a payment or payments made as a death bene- 
fit, if made in the year of death or within one year 
after that year, 


the payment or payments made in a taxation year 
ending after 1971 and before 1974 may, at the option 
of the taxpayer by whom it is or they are received, be 
deemed not to be income of the taxpayer for the pur- 
pose of Part I of the amended Act, in which case the 
taxpayer shall pay, in addition to any other tax paya- 
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ble for the year, a tax on the payment or total of the 
payments equal to the proportion thereof that 


(d) the total of the taxes otherwise payable by the 
employee under that Part for the 3 years immedi- 
ately preceding the taxation year (before making 
any deduction under section 120, 121 or 126 or 
subsection 127(3) of the amended Act), : 

is of 
(e) the total of the employee’s incomes for those 
3 years. 

Pre-RSC History: Para. 40(1)(d) substituted by 1974-75-76, c. 26, 


subsec. 137(1), applicable on and after August 1, 1974, to add “or 
subsection 127(3)”. 


(2) Employee not resident in Canada — Where 
a taxpayer has elected that a payment or payments of 
one of the classes described in paragraphs (1)(a) to 
(c) in respect of an employee or former employee 
who was not resident in Canada throughout the 
whole of the 3 years referred to in paragraph (1)(e) 
shall be deemed not to be income of the taxpayer for 
the purpose of Part I of the amended Act, the tax 
payable under this section is that proportion of the 
amount on which the tax is payable that 


(a) the total of the taxes that would have been 
payable by the employee under that Part for the 3 
years referred to in paragraph (1)(e) (before mak- 
ing any deduction under section 120, 121 or 126 
or subsection .127(3) of the amended Act) if the 
employee had been resident in Canada through- 
out those years and the employee’s incomes for 
those years had been from sources in Canada, 


is of 
(b) the total of the employee’s incomes for those 
3 years, 


and, in such a case, the election is not valid unless 
the taxpayer has filed with the election, a return of 
the employee’s incomes for each of the 3 years in the 
same form and containing the same information as 
the return that the employee, or the employee’s legal 
representative, would have been required to file 
under that Part if the employee had been resident i in 
Canada in those years. 

Pre-RSC History: Para. 40(2)(a) substituted by 1974-75-76, c. 26, 


subsec. 137(2), applicable on and-after August 1, 1974, to add “or 
subsection 127(3)”. 


(3) Determination of amount of payment — In 
determining the amount of any payment or payments 
made in a taxation year out of or under a superannu- 
ation or pension fund or plan, under a deferred profit 
sharing plan or as a retiring allowance that is 
deemed, for the purposes of this section; not to be 
income of the taxpayer by whom it is or they are re- 
ceived, there shall be subtracted from the amount of 
the payment or payments so made 


(a) the total of all amounts deductible under para: 
graph 60(j) of the amended Act in computing the 
taxpayer’s income for that year; and 
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(b) any amount deductible under paragraph 60(m) 
of the amended Act because of that payment or 
those payments in computing the taxpayer’s in- 
come for that year. 


(4) Idem — In determining the amount of any pay- 
ment or payments made in a taxation year as a death 
benefit that is deemed, for the purpose of this sec- 
tion, not to be income of the taxpayer by whom it is 
or they are received, there shall be subtracted from 
the amount of the payment or payments so made any 
amount deductible under paragraph 60(m) of the 
amended Act because: of that payment or those pay- 
ments in computing the taxpayer’s income for that 
year. 


(5) Maximum amount for election — For the 
purpose of determining the amount of any payment 
or payments of one or more of the classes described 
in subsection (1) made in a taxation year that may be 
deemed, for the purposes of this section, not to be 
income of the taxpayer by whom it is or they are re- 
ceived, the maximum amount in respect of which an 
election may be made by the taxpayer under subsec- 
tion (1) for the taxation year in respect of such pay- 
ment or payments is, 


(a) in the case of a payment or payments of a 
class described in subsection (1) made to the tax- 
payer on the death of an employee or former em- 
ployee in respect of whom the payment or pay- 
ments are made, the amount. of the payment or 
the total amount of the payments, as the case may 
be, minus any amount subtracted therefrom under 
subsection (3) or (4); 


~(b) in the case of one or more single payments of 
a class described in subparagraph (1)(a)(i), (iii) or 
(iv), other than a payment described in paragraph 
(a) of this subsection, the lesser of 


(i) the amount of the payment or the total 
amount of the payments, as the case may be, 
minus any amount subtracted therefrom under 
subsection (3), and 


(ii) the amount by which 


(A) the product obtained by multiplying 
$1,500 by the number of consecutive 12 
month periods included in’ the period 
throughout which the taxpayer was a mem- 
ber of any plan or plans described in sub- 
paragraph (1)(a)(i), (iii) or (iv) (in this sub- 
section referred to as a “retirement plan’’), 


(I) out of or under which a payment 
was made to the taxpayer in the taxa- 
tion year or a preceding taxation year 
ending after April 26, 1965, and 


(ID to which an employer of the tax- 
payer has made a contribution on be- 
half of the taxpayer, 
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exceeds | 


(B) the total of all amounts each of which 
is an amount that, because of a payment to 
the taxpayer after April 26, 1965, 


(1) out of or under a retirement plan to 
which the employer referred to in sub- 
clause (A)(II) made a contribution on 
behalf of the taxpayer, or 


(II) by the employer referred to in sub- 
clause (A)(ID), 


was deemed not to be income of the taxpayer 
for the purpose of Part I of the amended Act 
for a preceding taxation year because of an 
election made by the taxpayer under subsec- 
tion (1); and 


(c). in the case of a payment or payments .of the 
class described in subparagraph (1)(a)(ii) or para- 
graph (1)(b), other than a payment described in 
paragraph (a) or (b) of this subsection, the lesser 
of 


(i) the amount of the payment or the total 
amount of the payments, as the case may be, 
minus any amount subtracted therefrom pur- 
suant to subsection (3), and 


(ii) the amount by which 


(A) the product Sbiained by ‘IGN 
$1,000. by the number of years during 
which the taxpayer was an employee of the 
employer who made the Uae | 


exceeds 
(B) the total of 


(1) the total of all amounts each of 
which is an amount that, because of a 
payment to the taxpayer after April 26, 
1965 by an employer referred to in 
clause (A) or a payment to the taxpayer 
after that date out of or under a retire- 
‘ment plan to which such an employer 
made a contribution on behalf of the 
taxpayer, was deemed not to be income 
of the taxpayer for the purpose of Part I 
of the amended Act for a preceding tax- 
ation year by reason of an election 
made by the taxpayer under subsection 
(1), and 


(II). the total. of all amounts each of 
which is an amount that, because of a 
payment to the taxpayer after April 26, 
1965 out of or under a retirement plan 
to which an employer referred to in 
clause (A) made a contribution on be- 
half of the taxpayer, may be deemed, 
by subsection (1), not to be income of 
the taxpayer for the purpose of that Part 
for the taxation year. 


(6) Idem. — For the purpose of subsection. (5), 
(a) where all or substantially all of the property 
used in carrying on the business of a person who 
~-was an employer of an employee (in this subsec- 
tion referred to as the “former employer”) 


(i) has been purchased by a person who, be- 
cause of the purchase, or 


(ii) has been acquired by bequest or inheri- 
tance, or because of an amalgamation (within 
the meaning assigned by section 85I of the: 
~ former Act), by a person who, ey reason of 
» the acquisition; 


became an employer of the employee, and who 
subsequently made a payment of a class de- 
scribed in paragraph (5)(c) in respect of the em- 
ployee or former employee, the employee or for- 
mer employee shall be deemed to have been an 
» employee of that employer throughout the period 
he or she was an omproars of the former em- 
ployer; and ' 


(b) a taxpayer may, in eotritiihg thie RRAB RY of 
years during which the taxpayer was a member of 
a superannuation or pension fund or plan (in this 
subsection referred to as the “subsequent plan”), 
include the number of years during which the tax- 
payer was a member of another plan (in this sub- 
section referred to as the “former plan’) if the 
taxpayer had received an amount out of or under 
the former plan all or part of which amount was 
deductible under paragraph 60(G). of the. amended 
Actin computing the taxpayer’s income for the 
taxation. year in which the amount was received, 
because of the fact that all or part of the amount, 
as the case may be, was paid by the taxpayer to or 
under the subsequent plan as described in clause 
60(j)(i)(A) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1978 and preceding taxa- 
tion years. 


(7) Limitation — This section applies in respect of 
any payment or payments described in subparagraph 
(1)(a)(@) or (iv) made in a taxation year ending after 
1973, except that the amount of the payment or the 
total. amount: of the payments, as the case may be, 
shall be deemed to be the lesser of the amount 
thereof otherwise determined and the total of the 
amounts that the taxpayer would have received out 
of or under the plan described in subparagraph 
(1)(a)@) or (iv), as the case may be, if 


(a) the taxpayer had withdrawn from the plan on 
January 1, 1972; ; 


(b) there had been no change in the terms and 
conditions of the plan after June 18, 1971 and 
before January 2, 1972; and 


(c) any term or condition of the plan that would, 
-in the event that the taxpayer had withdrawn from 
the plan on January 1, 1972, have reduced the 
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amount of any payment or payments that would, 
if the taxpayer remained a member of the plan for 
a specified period of time after December 31, 
1971, have been made to the taxpayer in respect 
of years ending before 1972 were not a term or 
condition of the plan. 


Pre-RSC History: Subsec. 40(7) substituted by 1973-74, c. 30, s. 
29. 


(8) Application rule — For the purposes of 
paragraphs (1)(d) and (2)(a), there may be deducted 
from the total referred to in those paragraphs 9% of 
the portion of that total that is attributable to the 
1974, 1975 or 1976 taxation year. 


Pre-RSC History: Subsec. 40(8) substituted by 1977-78, c. 32, s. 
58, applicable to 1977 et seq. 


Subsec. 40(8) added by 1977-78, c. 10, s. 110, applicable to 1977 et 
Seq. 

Related Provisions [ITAR 40]: ITA 127.52(1)G) —ITAR 40 
ignored for, minimum tax purposes. 


Interpretation Bulletins [ITAR 40]: IT-163R2: Election by non- 
resident individuals on certain Canadian source income; IT-222R: 
Advances to employees; IT-281R2: Elections on single payments 
from a deferred profit-sharing plan. 


Information Circulars [ITAR 40]: 74-21R: Payments out of pen- 
sion and deferred profit sharing plans. 


41. [Repealed under former Act] 


Pre-RSC History: S. 41 repealed by 1985, c. 45, s. 140. S. 41 
formerly read: 


41. (1) Fiscal periods ending in same year — Where, by 
reason of a change made with the concurrence of the Minister 
in the fiscal period of a taxpayer who is an individual or the 
fiscal period of a partnership of which a taxpayer who is an 
individual is a member, there would otherwise be included in 
computing his income for any taxation year ending after 1971 
and before 1974 


(a) income from:a business of which he is a proprietor for 
each of two or more fiscal periods, or 


(b) income from the partnership for each of two or more 
fiscal periods, 


and the number of days in the fiscal periods is greater than 
the number of days in the taxation year, the following rules 
are, if the taxpayer so elects, applicable: 


(c) the taxpayer’s income from the business or partner- 
ship for the taxation year shall be deemed for the purpose 
of Part I of the amended Act to be that proportion of the 
aggregate of the incomes therefrom for the fiscal periods 
that the number of days in the taxation year is of the 
number of days in the fiscal periods; and 


(d) the taxpayer shall pay, in addition to any other tax 
payable for the year, a tax on the amount by which the 
aggregate of the incomes from the business or partner- 
ship for the fiscal periods exceeds his income from the 
business or partnership for the year as determined under 
paragraph (c), equal to that proportion thereof that the tax 
computed under section 117 or 118, as the case may be, 
of the amended Act for the year on the assumption that 
his income from the business or partnership for the year 
is the amount determined under paragraph (c), is of his 
taxable income for the year computed on the same 
assumption, 
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but where a taxpayer elects to have those rules applicable for 
a taxation year, no amount is deductible under section 111 of 
the amended Act in computing his taxable income for the 
year. 


(2) “Earnings period” defined — In this section, “earnings 
period” means ; 


(a) a fiscal period of a business of which a taxpayer was 
the proprietor during which he did not carry on and was 
not a partner in any other business and was not an 
employee, 


(b) a fiscal period of a partnership of which the taxpayer 
was a member during which he was not a member of any 
other partnership, did not carry on any business of which 
he was the sole proprietor and was not an employee, and 


(c) a period of employment of the taxpayer during which 
he did not carry on and was not a partner in any business, 


except any such period in respect of which a separate return 
of the taxpayer’s income may be filed under subsection 
150(4) of the amended Act. 


(3) Earnings periods ending in same year — Where, in 
the case of a taxpayer who is an individual, there would oth- 
erwise be included in computing the income of the taxpayer 
for any taxation year ending after 1971 and before 1974 from 
one or more businesses, partnerships or employments referred 
to in subsection (2), income therefrom for each of two or 
more earnings periods ending in the year, and the aggregate 
of the number of days in the earnings periods is greater than 
the number of days in the taxation year, the following rules 
are, if the taxpayer so elects, applicable: 


(a) the taxpayer’s income from such one or more busi- 
nesses, partnerships or employments for the taxation year 
shall be deemed, for the purposes of Part I of the 
amended Act, to be that proportion of the aggregate of 
the incomes therefrom that the number of days in the tax- 
ation year is of the aggregate of the number of days in the 
earnings periods, and 


(b) the taxpayer shall pay, in addition to any other tax 
payable for the year, a tax on the amount by which the 
aggregate of the incomes from such one or more busi- 
nesses, partnerships or employments for the taxation year 
exceeds his income therefrom determined under para- 
graph (a), equal to that proportion thereof that the tax 
under section 117 or 118, as the case may be, of that Act 
for the year, computed on the assumption that his income 
from such one or more businesses, partnerships or em- 
ployments for the year is the amount determined under 
paragraph (a), is of his taxable income for the year com- 
puted on the same assumption; 


but where a taxpayer elects to have those rules applicable for 
a taxation year, no amount is deductible under section 111 of 
that Act in computing his taxable income for the year. 


(4) Election — An election by a taxpayer to have the rules 
referred to in subsection (1) applicable for a taxation year is 
not valid if the taxpayer may elect to have the rules referred 
to in subsection (3) applicable for the year. 


(5) Idem — An election by a taxpayer to have the rules re- 
ferred to in subsection (3) applicable for a taxation year is not 
valid if the taxpayer has made an election under subsection 
25(1) of the amended Act under which the fiscal period of a 
business that would have otherwise ended in the immediately 
preceding year is deemed to have ended in the year. 


Paras. 41(1)(d), (3)(b) substituted by 1973-74, c. 14, s. 81. 
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42-45, [Repealed under former Act] 


Pre-RSC History: Ss. 42-45 repealed by 1985, c. 45, s. 140. Ss. 
42-45 formerly read: 


consideration or part consideration therefor, an amount that, 
but for this section, would ‘be included in computing his in- 
come for the taxation year in which it was received, if that 


42. (1) Election — Where, by virtue of section 13 of the 
amended Act, an amount is included in computing the income 
of a taxpayer who is an individual for any taxation year end- 
ing after 1971 and before 1976, the taxpayer may elect to pay, 
as tax for the year under Part I of the amended Act, in lieu of 
the amount that would otherwise be payable, an amount equal 
to the aggregate of : 


(a) the tax that would be payable by the taxpayer for the 
year under that Part (before making any deduction under 
section 120, 121, 126 or 127 of the amended Act) if no 
amount were included in computing the taxpayer’s in- 
come for the year by virtue Of section 13 of the amended 
-Act, and 


(b) the aggregate of the amounts by which the taxpayer’s 
taxes under that Part (before making any deduction under 
section 120, 121, 126 or 127 of the amended Act) would 
have been increased if the portion determined under sub- 
section (2) of the amount so included by virtue of section 
13 of the amended Act had been included in computing 
the taxpayer’s income for each of the taxation years in 
the period determined under subsection (2), 


minus any amount deductible for the year under section 120, 
121, 126 or 127 of the amended Act. 


(2) Idem — Where the period during which a taxpayer was 
resident in Canada and was not exempt from tax under Part I 
of the amended Act immediately before the taxation year for 
which an amount is included in computing his income by vir- 
tue of section 13 of the amended Act is only one taxation year 
or less, subsection (1) does not apply; and where that period 


(a) is more than one taxation year and not more than 2 
taxation years, the portion referred to in paragraph (1)(b) 
is 2 and the period referred to therein is the 2 immedi- 
ately preceding taxation years, 


(b) is more than 2 taxation years and not more than 3 
taxation years, the portion referred to in paragraph (1)(b) 
is 3 andthe period referred to therein is the 3 immedi- 
ately preceding taxation years, 


(c) 1s more than 3 taxation years and not more than 4 tax- 
ation years, the portion referred to in paragraph (1)(b) is 
'/4 and the period referred to therein is the 4 immediately 
preceding taxation years, and 


(d) is more than 4 taxation years, the portion referred to 
in paragraph (1)(b) is '/s and the period referred to therein 
is the 5 immediately preceding taxation years. 


(3) Non-residents — Where, by virtue of subsection 216(5) 
of the amended ‘Act, a non-resident person is liable to pay tax 
under Part I of the amended Act for any taxation year ending 
after 1971 and before 1976, subsection (1):is not applicable 
unless that person ‘has, within the time prescribed by subsec- 
tion 216(1) thereof for filing a return of his income under that 
Part, filed a return of income under that Part, in the form pre- 
scribed for a person resident in Canada, for each of the 5 tax- 
ation years immediately preceding the taxation year, in which 
latter case he shall be deemed for the purposes of subsection 
(1) to have been resident in Canada or to have carried on bus- 
iness in Canada, as the case may be, during those 5 years im- 
mediately preceding the taxation year. 


' 43. Authors — Where a taxpayer who is the author-or joint 
author of a literary, dramatic, musical or artistic work, having 
been engaged for a period of more than 12 months in the pro- 
duction thereof, assigns the copyright therein wholly or par- 
tially and receives within 12 months of the assignment, in 
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year is a taxation year ending after 1971 and before 1974 and 
the taxpayer files with the Minister an election in»prescribed 
form before the expiration of the time fixed by the amended 
Act for filing a return of his income for that ‘year, the follow- 
ing rules apply: 


(a) if the period in which he was engaged in the produc- 
tion of the work did not exceed 2 years, 


(i) 2 only of the amount shall be included in com- 
puting his income for the year in which it was re- 
ceived, and 


(ii) '/2 of the amount shall be included in computing 
his income for the year immediately preceding that 
year, and 


(b) if the period in which he was engaged in the eae) 
tion of the work exceeded 2 years, 


(i) 3 only of the amount shall be included in com- 
puting his income for the year in which it was re- 
ceived, and 


(ii) ‘4 of the amount shall be included in computing 
his income for each of the 2 years immediately pre- 
ceding that year. 


44. (1) Benefits to employees — Where a benefit is deemed 
by subsection 7(1) of the amended Act to have been received 
by an employee by virtue of his employment.in any taxation 
year ending after 1971 and before 1974, the employee shall, 
if he so elects, pay as tax for the year under Part I of the 
amended Act, in leu of the amount that would otherwise be 
payable, an amount equal to the aggregate of 


(a) the tax that would be payable by the employee for the 
year under that Part if no benefit were so deemed to have 
been received by him in the year, and 


(b) the amount, if any, by which 


(i) that proportion of the benefit so deemed to have 
been received that the aggregate of the taxes that 
would have been payable by the employee under that 
Part for the 3 years immediately preceding the taxa- 
tion year (before making any deduction under section 
120, 121 or 126 of the amended Act) if no benefit 
were deemed by subsection 7(1) thereof to have been 
received by him in those years, is of the aggregate of 
the employee’s incomes for those years minus the 
benefit deemed by subsection 7(1) thereof to have 
been received by him in those years, 


exceeds the lesser of 


(ii) 20% of the amount of the benefit so deemed to 
have been received, and 


(iii) $200. 


(2) ldem — Where an employee who has elected under sub- 
section (1) to pay, as tax for any taxation year ending after 
1971 and before. 1974 under Part I of the amended Act, an 
amount determined under that subsection, was not resident in 
Canada throughout the whole of the 3 years referred to 
therein, the tax payable under subsection (1) is an amount 
equal to the aggregate of 


(a) the tax that would be payable by the employee for the 
year under that Part if no benefit were deemed by subsec- 
tion 7(1) of the amended Act to have been received by 
him in the year, and 


(b) the amount, if any, by which 


(i) that proportion of the benefit so deemed to have 
been received that the aggregate of the taxes that 
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would have been payable by the employee under that 
Part for the 3 years immediately preceding the taxa- 
tion year (before making any deduction under section 
120, 121 or 126 of the amended Act) if he had been 
resident in Canada throughout those years and his in- 
comes for those years had been from sources in Can- 
ada, and if no benefit were deemed by subsection 
7(1) of the amended Act to have been received by 
him in those years, is of the aggregate of the em- 
ployee’s incomes for those years minus the benefit 
deemed by subsection 7(1) thereof to have been re- 
ceived by him in those years, 


exceeds the lesser of 


(11) 20% of the amount of the benefit so deemed to 

have been received, and 

(iii) $200, 
and, in such a case, the election is not valid unless the em- 
ployee has filed with his election a return of his income for 
each of those 3 years in the same form and containing the 
same information as the return that he would have been re- 
quired to file under Part I of the amended Act if he had been 
resident in Canada in those years. 


45. Sale of inventory — Where any amount is included in 
computing the income of a taxpayer who is an individual for 
any taxation year ending after 1971 and before 1974 by virtue 
of section 23 of the amended Act, the taxpayer may elect to 
pay, as tax for the year under this Part, in lieu of the amount 
that would otherwise be payable, an amount equal to the ag- 
gregate of 


(a) the tax that would be payable by him for the year 
under Part I of the amended Act (before making any de- 
duction under section 120, 121, 126 or 127 thereof) if no 
amount were included in computing his income for the 
year by virtue of this section, and 


(b) the aggregate of the amounts by which his taxes 
under Part I of the amended Act (before making any de- 
duction under section 120, 121, 126 or 127 thereof) 
would have been increased if '/3 of the amount so in- 
cluded by virtue of section 23 of the amended Act had 
been included in computing his income for each of the 3 
taxation years ending with the last taxation year in which 
he carried on the business or the part of the business re- 
ferred to in section 23 thereof, 


minus any amount deductible for the year under section 120, 
121, 126 or 127 thereof; and, in any such case, the election is 
not valid unless the taxpayer was, during each of those 3 
years, carrying on that business. 


45.1 [Repealed under former Act] 


Pre-RSC History: S. 45.1 repealed by 1974-75-76, c. 26, s. 138. 
S. 45.1 added by 1973-74, c. 51, s. 22, in force August 1, 1974. 


46-48. [Repealed under former Act] 


Pre-RSC History: Ss. 46-48 repealed by 1985, c. 45, s. 140. Ss. 


46-48 formerly read: 


46. Accounts receivable — Section 45 is applicable mutatis 
mutandis where any amount is, by virtue of subsection 28(5) 
of the amended Act, included in computing the income of a 
taxpayer who is an individual for a taxation year ending after 
1971 and before 1974. 


47. Death of a taxpayer: amounts receivable — In the ap- 
plication of section 70 of the amended Act to any taxation 
year ending after 1971 and before 1976, 


(a) subsection (2) thereof shall be read as if the words 
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therein immediately following the word “elected” were ° 
read as follows, namely, 


“that one of the following rules be applicable 
thereto: 


(a) '/s of the value shall be included in comput- 
ing the taxpayer’s income for each of his last 5 
taxation years including the year in which he 
died, in which case the resulting addition to 
the amount of tax payable for any such year 
other than the year in which he died is payable 
on or before the 30th day after the day of mail- 
ing of the notice of assessment for the year in 
which he died; or 


(b) a separate return of the value shall be filed 
and tax thereon shall be paid under this Part 
for the taxation year in which the taxpayer 
died as if he had been another person entitled 
to the deductions to which he was entitled 
under section 109 for that year, 


in which event the rule so elected is applicable”; 
and 


(b) where the legal representative of a taxpayer who was 
not taxable under Part I of the amended Act because he 
was not resident in Canada for one or more of the 4 taxa- 
tion years immediately preceding the taxation year in 
which he died elects that the rule set forth in paragraph 
70(2)(a) of the amended Act as it reads by virtue of para- 
graph (a) be applicable in respect of rights or things that 
the taxpayer had at the time of his death, 


(i) the election is not valid unless the legal represen- 
tative has filed with the election a return of the tax- 
payer’s income for each of those years for which he 
was not so taxable, in the same form and containing 
the same information as the return that the taxpayer 
or his legal representative would have been required 
to file under that Part if the taxpayer had been resi- 
dent in Canada during each of those years, and 


(ii) the amount payable in respect of the rights or 
things by virtue of the election for each of those 
years for which he was not so taxable is the amount 
by which 


(A) the tax for the year that would have been 
payable under that Part if the taxpayer had been 
resident in Canada, his income had been from 
sources in Canada and he had received the 
amount included in computing his income by 
virtue of paragraph 70(2)(a) of the amended Act 
as it reads by virtue of paragraph (a), 


exceeds 


(B) the tax for the year that would have been 
payable under that Part if the taxpayer had been 
resident in Canada, his income had been from 
sources in Canada and no amount had been in- 
cluded in computing his income by virtue of par- 
agraph 70(2)(a) of that Act as it reads by virtue 
of paragraph (a). 


48. Incorrect valuation of inventory: election — Where the 
property described in the inventory of a business at the com- 
mencement of a taxation year ending after 1971 and before 
1976 has, according to the method adopted by a taxpayer who 
is an individual for computing income from the business for 
that year, not been valued as required by subsection 10(1) of 
the amended Act, the property described therein at the com- 
mencement of that year shall, if the Minister so directs, be 
deemed to have been valued as required by that subsection, 
and, in any such case, the provisions of section 42 apply mu- 
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tatis mutandis as though any amount by which the taxpayer’s 
income for the year is increased by virtue of this ‘section were 
an amount included in computing his income for the year by 
virtue of section 13 of the amended Act. 


49. (1) Tax deemed payable under amended 
Act — Where, because of section 40, any tax is pay- 
able. in addition to or in lieu of any amount of tax 
payable under Part I of the amended Act for,a taxa- 
tion year, that tax shall: be deemed to be payable 
under Part I of the amended Act for that taxation 
year. 


(2) Application of section 13 — In applying sec- 
tion 13 to section 40, subsection 13(1) shall be read 
without reference to the words “subject to this Act 
and unless the context otherwise requires’. 


(3) Computation of tax deemed payable 
under amended Act — In computing, under sec- 
tion 40 of this Act or any of section 39 and sections 
41-to 48 of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, any tax that is 
payable in addition to or in lieu of any amount of tax 
payable under Part I of the amended Act by an indi- 
vidual for a taxation year, 


(a) a reference to section 120 of the amended Act | 


does. not. include a reference to paragraph 
33(1)(a) of the former Act; and 


(b) for the purposes of paragraph 33(1)(a) of the 
former Act and subsection 120(1) of the amended 
Act, all of the income of the individual for that or 
any preceding taxation year shall be deemed to 
have been income earned in the year in a 
province. 


50. (1) Status of certain corporations — For 
the purposes of the amended Act, a corporation that 
was, throughout that portion of its 1972 taxation year 
that is in 1972, a private corporation, a Canadian- 
controlled private corporation or a public corporation 
shall be deemed to have been throughout that taxa- 
tion year a private corporation, a Canadian-con- 
trolled private corporation or a public corporation, as 
the case may be. 


(2) Election to be public corporation — For the 
purposes of the definition “public corporation” in 
subsection 89(1) of the amended Act, where at any 
particular time before 1973 a corporation elected in 
the manner referred to in subparagraph (b)(i) of that 
definition to be a public corporation and at any time 
after 1971 and before the time of the election the 
corporation complied with the conditions referred to 
in that subparagraph, the corporation shall, 


(a) at such time after 1971 and before the particu- 
lar time as is specified in the election to be the 
effective date thereof, or 

(b) where no time described in paragraph (a) is 
specified in the election to be the effective date 
thereof, at the particular time, 
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be deemed to have elected in the manner referred to 
in that subparagraph to be a public corporation and 
to have complied with the conditions referred to 
therein. 


Pre-RSC History: All that portion of subsec. 50(2). preceding 
para. (a) substituted by 1973-74, c. 14, s. 82. 


(3) Designation by Minister — For the purposes 
of the definition “public corporation” in subsection 
89(1) of the amended Act, where at any particular 


time before March 22, 1972 the Minister, by notice 


in writing to a corporation, designated the corpora- 
tion to be a public corporation or not to be a public 
corporation, as the case may be, and at the time of 
the designation the corporation complied with the 
conditions referred to in subparagraph (b)(i) or (c)(@) 
of that definition, as the case may be, the corporation 
shall, at such time as is specified by the Minister in 
the notice, be deemed 


(a) to have been designated by the Minister, by 
notice in writing to the corporation, to be a public 
corporation or not to be a public corporation, as 
the case may be; and | 


(b) to have complied with the conditions referred 
to in subparagraph (b)(i) or (c)(i) of that defini- 
tion, as the case may be. 


51, 52. [Repealed under former Act] 


Pre-RSC History: Ss. 51, 52 repealed by 1985, c. 45, s. 141. Ss. 
51, 52 formerly read: 


51. (1) Tax payable by corporation with fiscal period 
other than calendar year 1972 — Where a corporation has 
a taxation year part of which is before and part of which is 
after the commencement of 1972, and its amount taxable for 
its 1972 taxation year is greater than its net capital gains for 
the year, the tax payable by it under Part I of the amended 
Act for the year shall be determined by the following rules: 


(a) determine the tax under Part I of the amended Act 
that, but for this subsection, would be payable by it for its 
1972 taxation year on the assumption that 


(i) its amount taxable for the year were an amount 
equal to its net capital gains for the year, and 


(ii) it had no income for the year other than taxable 
capital gains for the year from dispositions of prop- 
erty and it had no losses for the year other than al- 
lowable capital losses for the year from dispositions 
of property; 
(b) determine the tax under Part I of the amended Act 
that, but for this subsection, would be payable by it for its 
1972 taxation year on the assumption that 


(i) its amount taxable for the year were an amount 
equal to the amount, if any, by which its amount tax- 
able for the year, determined without regard to the 
provisions of this subsection, exceeds its net capital 
gains for the year, and 


(ii) except for the purpose of computing the corpora- 
tion’s net capital gains for the year for the purposes 
of subparagraph (i), it had no taxable capital gains 
for the year from dispositions of property and no al- 
lowable capital losses for the year from dispositions 
of property; 

(c) determine that proportion of the amount determined 
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under paragraph (b) that the number of days in that por- 
tion of its 1972 taxation year that is in 1972 is of the 
number of days in the whole taxation year; 


(d) determine the aggregate of the taxes that, but for this 
subsection, would be payable by the corporation for its 
1972 taxation year 


(i) under Part I of the former Act, and 


(ii) under subsection 24(5) of the Old Age Security 
Act as it read before being amended by section 3, 


on the assumptions set forth in subparagraphs (b)(i) and 
(11), on the assumption that Division E of Part I of the 
former Act and subsections 24(5) and (6) of the Old Age 
Security Act as it read before being amended by section 3 
were applicable to the 1972 taxation year, and on the as- 
sumption that subsection 40(3) of the former Act were 
applicable to the 1972 taxation year but as though the 
proportion referred to in that subsection were the propor- 
tion that the number of days in that portion of the taxa- 
tion year that is after June, 1971 and before 1972 is of the 
number of days in that portion of the taxation year that is 
before 1972; 


(e) determine that proportion of the aggregate determined 
under paragraph (d) that the number of days in that por- 
tion of its 1972 taxation year that is in 1971 is of the 
number of days in the whole taxation year; 


(f) determine the aggregate of the amounts determined 
under paragraphs (a), (c) and (e) in respect of the 
corporation; 


and the aggregate determined under paragraph (f) is the tax 
under Part I of the amended Act payable by the corporation 
for its 1972 taxation year. 


(2) Determination of amount taxable — Where a corpora- 
tion has a taxation year part of which is before and part of 
which is after the commencement of 1972, for the purpose of 
determining its amount taxable for that taxation year the pro- 
visions of Part I of the amended Act shall be read subject to 
the following rules: 


_(a) for the purpose of determining whether 


(i) any amount paid or payable (depending upon the 
method regularly followed by the corporation in 
computing its income) before 1972 by the corpora- 
tion pursuant to a legal obligation to pay interest, or 


(ii) any expense incurred or disbursement made 
before 1972 by the corporation for the purpose of 
gaining or producing income from a business or 
property 
is deductible in computing the corporation’s income for 
the year, any income that would, under the provisions of 
the former Act, have been exempt income of the corpora- 
tion, shall be deemed to be exempt income of the 
corporation; 


(b) in respect of any share received by the corporation 
before 1972 as consideration for the disposition by it of 
an interest in a mining property, 
(1) section 35 of the amended Act is not applicable, 
and 
(ii) subsections 83(3) and (4) of the former Act are 
applicable; 
(c) in respect of any dividend received by the corporation 
in the year and before 1972, 
(i) sections 112 and 113 and Parts VII and VIII of the 
amended Act are not applicable, and 


(ii) section 28 and Part IIB of the former Act are ap- 
plicable; and 
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(d) for the purposes of sections 130 and 143 of. the 
amended Act, any amount in respect of a dividend re- 
ceived by the corporation in the year and before 1972 
that would, under the provisions of the former Act, have 
been exempt income of the corporation, shall be deemed 
to be exempt income of the. corporation. 


(3) Definitions — In this section, 


(a) “amount taxable” — “amount taxable” of a corpora- 
tion for its 1972 taxation year has, subject to subsection 
(2), the meaning assigned by Division E of Part I of the 
amended Act; and 


(b) “net capital gains” — “net capital gains” of a corpo- 
ration for its 1972 taxation year means the amount, if 
any, by which 


(i) the aggregate of its taxable capital gains for the 
year from dispositions of property 


exceeds the aggregate of 


(11) its allowable capital losses for the year from. dis- 
positions of property, and 


(111) the amount, if any, deductible under paragraph 
111(1)(b) of the amended Act from the corporation’ s 
income for the year. 


52. Tax payable by corporations for particular years — 
For the purposes of section 123 of the amended Act, where a 
corporation has a taxation year (in this section referred to as 
the “particular taxation year”) part of which is before and part 
of which is after, the commencement of any of the calendar 
years 1973, 1974, 1975 and 1976 (in this section referred to 
as the “particular calendar year’), the percentage referred to 
in section 123 of the amended Act for the particular taxation 
year is the percentage equal to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number. of days in that 
portion of the particular taxation year that is in the partic- 
ular calendar year, is of the number of days in the whole 
of the particular taxation year, and 


(b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days in that portion of the 
particular taxation year that is in the calendar year imme- 
diately preceding the particular calendar year, is of the 
number of days in the whole of the particular taxation 
year. 


All that portion of para. 51(1)(d) following subpara. (11) substituted 
Dyer 2, C.o, se oe 


53. [Repealed under former Act] 
Pre-RSC History: S. 53 repealed by 1974-75-76, c. 26,'s. 139. 


54-56.1 [Repealed under former Act] 
Pre-RSC History: Ss. 5456.1 repealed by 1985, c. 45, s. 141. Ss. 
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54-56.1 formerly read: 


54. Small business deduction for particular years — For 
the purposes of section 125 of the amended Act, where a cor- 
poration has a taxation year (in this section referred to as the 
“particular taxation year”) part of which is before and part of 
which is after the commencement of any of the calendar years 
1973, 1974, 1975 and 1976 (in this section referred to as the 
“particular calendar year”), the percentage referred to in sub- 
section 125(1) of the amended Act for the particular taxation 
year is the percentage equal to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
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portion of the particular taxation year that is in the partic- 
ular calendar year, is of the number of days in the. whole 
of the particular taxation year, and 


’ (b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days in that portion of the 
particular taxation year that is in the calendar year imme- 
diately preceding the particular calendar year, is of the 
number of days in the particular taxation year. 


55. (1) Foreign tax carryover — For the purposes of com- 
puting a taxpayer’s foreign-tax carryover (within the meaning 
assigned by paragraph 126(7)(b) of the amended Act), for any 
taxation year commencing after 1971, a reference in subpara- 
graph 126(7)(b)@) or (ii) to the “immediately preceding taxa- 
tion year” shall, for greater certainty, not include any taxation 
year ending before 1972. 


(2) ldem — Where: a corporation has a taxation year part of 
which is before and part of which is after the commencement 
of 1972, for the purposes of computing its foreign-tax carry- 
over (within the meaning assigned.by paragraph 126(7)(b) of 
the amended Act) for any subsequent taxation year, the 
amount deducted in its first taxation year ending after 1971 
(in this subsection referred to as the “relevant year’) in re- 

-spect of a particular country under subsection 126(2) of the 
amended Act by the corporation from the tax for the relevant 
year otherwise payable under Part I of the amended Act shall 
be deemed to be that proportion of ’ 


(a) the amount determined to be the least of the amounts 
described in paragraphs 126(2)(a) to (c) of the amended 
Act with respect to the corporation for the relevant year 


that 


(b) the number of days in that portion of the relevant year 
that is in 1972 a | 


is of . 
(c) the number of days in the relevant year. 


56. Refundable dividend tax on-hand — Where a corpora- 
tion has a taxation year part.of which is before and part of 
which is after the. commencement of 1972, for the purposes of 
computing its Canadian investment income and its foreign in- 
vestment income (within the meanings assigned by 
paragraphs 129(4)(a) and (b) of the amended Act) for that 
taxation year the following rules apply: 


(a) each amount otherwise determined under subpara- 
graph 129(4)(a)(ii) or (iii) thereof and each loss of the 
corporation for the year from a business or property shall 
be deemed to be that proportion of the amount thereof 
otherwise determined that the number of days in that por- 
tion of the taxation year that is in 1972 is of the number 
of days in the whole taxation year; and 


(b) each amount in respect of a dividend received by the 
corporation in the year and before 1972 that would, under 
the provisions of the former Act, have been exempt in- 
come of the corporation, shall be deemed to be exempt 
income of the corporation. 


56.01 (1) Capital gains dividend of a mutual fund corpo- 
ration — Where a dividend has become payable by a mutual 
fund corporation within the period of 60 days immediately 
following the taxation year that includes the day on which 
this section came into force, for the purposes of determining 
whether or not that dividend is a capital gains dividend, para- 
graph 131(6)(b) of the amended Act shall be read as follows: 


“(b) “capital gains dividend account” of a mutual fund 
corporation at-any time means the amount, if any, by 
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which 


(i) its capital gains for all taxation years commenc- 
ing more than 60 days before that time from dispo- 
sitions of property after 1971 and before that time 
while it was a mutual fund corporation, 


exceeds, 
(ii) the aggregate of 


(A) its capital losses for all taxation years 
commencing more than 60 days before that 
time from dispositions of property after 1971 
and before that time. while it was.a mutual 
fund corporation, 


(B) all capital gains dividends that became 
payable by the corporation before that time 
and after the end of the last taxation year end- 
ing more than 60 days before that time, and 


(C)-all amounts each of which isan amount in 
respect of any taxation year of the corporation 
ending more than 60 days. before. that time 
throughout which it was a,mutual fund corpo- 
ration, equal to 5 times its capital gains refund 
for that year;” 


(2) ldem — For the purpose of computing any refund under 
subsection 131(2) of the amended Act in respect of the taxa- 
tion year that includes the day on which this section came 
into force, clause 131(2)(a)G)(A) thereof shall be read as 
follows: , 


“(A) all capital gains dividends paid by the corporation 
in the year or within 60 days after the end of the year, 
and”. , 


56.1 Mutual fund trusts — For the purpose of subsection 
132(6) of the amended Act, where at any particular time 
before 1973 a trust has complied with the conditions referred 


_to in paragraph (c) thereof, it shall be deemed to have com- 


plied with those conditions during the whole of the period 


(a) commencing with such day after 1971 and before the 
particular time as the trust may designate in the return of 
income required by section 150 of the amended Act to be 
filed by it for its 1972 taxation year, and 


(b) ending with the particular time. 


S. 56.01 added by 1973-74, c. 30, s. 30. 
S..55 substituted, s. 56.1 added by 1973-74, c. 14, ss. 83,, 84. 


57. (1)-(7) [Repealed under former Act] 


Pre-RSC History: Subsecs. 57(1)-(7) repealed by 1985, c. 45, 
subsec. 142(1). Subsecs. 57(1)-(7) formerly. read: 
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57. (1) Specified personal corporations — No tax is paya- 
ble under Part I of the amended Act on the taxable income for 
the 1972 taxation year of a specified personal corporation. 


(2) Dividends received — No tax is payable under Part IV 
of the amended Act in respect of dividends received by a 
specified personal corporation in its 1972 taxation year. 


(3) Amount included in income of shareholder — In the 
case of a taxpayer who was a shareholder of a specified per- 
sonal corporation at the end of the corporation’s 1972 taxa- 
tion year, there shall be included in computing the income of 
the taxpayer for his taxation year in which the corporation’s 
1972 taxation year ended, that proportion of the income of the 
corporation for its 1972 taxation year that the value of all 
property transferred or loaned to the corporation by the tax- 
payer or by any person by whom his share was previously 
owned is of the value of all property so acquired by the cor- 


ITAR 57(1)-(7) 


poration from all of its shareholders. 


(4) Valuation of transferred property — The value of any 
property transferred or loaned to a specified personal corpora- 
tion shall be deemed, for the purposes of this section, to be its 
fair market value at the time when the property was trans- 
ferred or loaned to the corporation. 


(5) Transfers — For the purposes of this section, where the 
property of a specified personal corporation is transferred to 
or otherwise acquired by another specified personal corpora- 
tion, the shareholders of the first corporation shall be deemed 
to have transferred to the second corporation the property that 
they or persons who previously owned their shares trans- 
ferred to the first corporation. 


(6) Taxable dividends — Where a part of the income for the 
1972 taxation year of a specified personal corporation is re- 
quired by subsection (3) to be included in computing the in- 
come of a taxpayer for a taxation year, the taxpayer shall be 
deemed to have received at the end of the corporation’s 1972 
taxation year, as a taxable dividend from a taxable Canadian 
corporation, that proportion of the part so required to be in- 
cluded that 


(a) the amount, if any, by which the aggregate of all taxa- 
ble dividends received by the specified personal corpora- 
tion in its 1972 taxation year from taxable Canadian cor- 
porations exceeds the aggregate of all outlays and 
expenses deductible in computing the specified personal 
corporation’s income for the 1972 taxation year, to the 
extent that they may reasonably be regarded as having 
been made or incurred for the purpose of earning those 
dividends, 


is of 


(b) the income of the specified personal corporation for 
its 1972 taxation year. 


(7) Foreign taxes — Where a part of the income for the 
1972 taxation year of a specified personal corporation is re- 
quired by subsection (3) to be included in computing the in- 
come of a taxpayer for a taxation year, the taxpayer shall, for 
the purposes of section 126 of the amended Act and section 
41 of the former Act, be deemed to have income for the year, 
other than income from a business, from sources in a foreign 
country, equal to that proportion of the part so required to be 
included that 


(a) the income of the specified personal corporation for 
its 1972 taxation year from sources in that country, 


is of 


(b) the income of the specified personal corporation for 
its 1972 taxation year, 


and the taxpayer shall be deemed, for the purposes of section 
126 of the amended Act and section 41 of the former Act, to 
have paid as income tax thereon, other than as business-in- 
come tax, to the government of that country for the year an 
amount equal to that proportion of the income or profits tax 
paid or deemed to have been paid to that government by the 
specified personal corporation for its 1972 taxation year that 


(c) the part so required to be included in computing the 
taxpayer’s income for the year 


is of 


(d) the income of the specified personal corporation for 
its 1972 taxation year. 
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December 31, 1978. Subsec. 57(8) formerly read: 


(8) Tax-paid undistributed income — In computing a spec- 
ified personal corporation’s tax-paid undistributed surplus on 
hand at any time after the end of its 1972 taxation year, there 
shall be added to the aggregate of amounts described in sub- 
paragraphs 89(1)(k)(i) to (iti) of the amended Act, an amount 
equal to the aggregate of 


(a) all dividends received by it in its 1972 taxation year 
and before 1972 from other corporations, to the extent 
that such dividends were, under the provisions of subsec- 
tion 67(6), (7) or (8) of the former Act that are applicable 
by virtue of subsection (12) of this section, not required 
to be included in computing the income of the specified 
personal corporation for its 1972 taxation year, and 


(b) that proportion of the aggregate of its incomes for its 
1972 taxation year, other than amounts described in para- 
graph (9)(a) or (b), that the number of days in that por- 
tion of the taxation year that is in 1971 is of the number 
of days in the whole taxation year. 


(9) Capital dividend account — In computing a 
specified personal corporation’s capital dividend ac- 
count at any time after the end of its 1972 taxation 
year, there shall be added to the total of the amounts 
described in paragraphs (a) and (b) of the definition 
“capital dividend account” in subsection 89(1) of the 
amended Act the total of its net capital gains (within 
the meaning assigned by subsection 51(3) of the Jn- 
come Tax Application Rules, 1971, Part III of Chap- 
ter 63 of the Statutes of Canada, 1970-71-72, as it 
read before October 29, 1985) for its 1972 taxation 
year and that proportion of the total of its incomes 
for that year, other than | 


(a) any taxable capital gains of the corporation 
for the year from dispositions of property, and 


(b) any amounts that were, because of subsection 
57(3) of the Income Tax Application Rules, 1971, 
Part II of chapter 63 of the Statutes of Canada, 
1970-71-72, as it read before October 29, 1985 or 
under the provisions of subsection 67(1) of the 
former Act that applied because of subsection 
57(12) of those Rules as it read before that date, 
required to be included in computing the income 
of the specified personal corporation for its 1972 
taxation year, 


that the number of days in that portion of the 1972 
taxation year that is in 1972 is of the number of days 
in the whole year. 

Related Provisions: ITAR 69 (meaning of “/ncome Tax Applica- 


tion Rules, 1971, Part Ill of chapter 63 of the Statutes of Canada, 
1970-71-72”). 


(10) [Repealed under former Act] 


Pre-RSC History: Subsec. 57(10) repealed by 1985, c. 45, subsec. 
142(2). Subsec. 57(10) formerly read: 


(10) Statement to be filed — The shareholder by whom a 
specified personal corporation is controlled shall file with the 
return of his income for his taxation year in which the 1972 
taxation year of the specified corporation ends, a statement of 
the assets, liabilities and income of the specified personal cor- 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 57(8) repealed by 1977-78, c. 1, s. 111, 
applicable in computing tax-paid undistributed surplus on hand after 
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poration for the year and if he fails so to file such a statement 
for the year there may be included in his income for that year 
double the amount of the part of the income of the corpora- 
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tion for the year required by subsection (3) to be included 4 in 
computing his income for the year.. 


(11) Meaning of “specified personal corpora- 
tion” — For the purposes of this section, a corpora- 
tion is a specified personal corporation if 


(a) part of its 1972 taxation year was before and 
part thereof after the beginning of 1972; and 


(b) during the whole of the period beginning on 
the earlier of June 18, 1971 and the beginning of 
its 1972 taxation year and ending at the end of its 
1972 taxation year, it was a personal corporation 
within the meaning assigned by section 68 of the 
former Act. | 


(12) [Repealed under former Act] 


Pre-RSC History: Subsec. 57(12) repealed by 1985, c. 45, subsec. 
142(3). Subsec. 57(12) formerly read: 


(12) Rule where corporation’s 1971 taxation year ends in 
shareholder’s 1972 taxation year — Where the 1971 taxa- 
tion year of a corporation that was a personal corporation, 
within the meaning assigned by section 68 of the former Act, 
throughout its.1971 taxation year, ends in the 1972. taxation 
year of a taxpayer who was, at the end of the corporation’s 
1971 taxation year, a shareholder of the corporation, for the 
purposes of computing the taxpayer’s income for his 1972 
taxation year, the provisions of section 67 of the former Act 
are applicable but as though 


(a) subsections 67(6), (7) and (8) of the former Act were 
not applicable to dividends actually paid by the corpora- 
tion after 1971, and 


(b) the references in subsection 67(11) of the former Act 
to “section 41” were read so as to include a reference to 
section 126 of the amended Act. 


(B) the references in subsection 75(3) and para- 
graph 75(4)(b) of the former Act. to section 27 of 
that Act and to paragraph (k) of subsection (1) of 
section 62 of that Act were references to section 
111 and to paragraph 137(6)(b), Epepeeee ht of 
the amended Act, 


(iv) Division E of Part I of the former Act and sub- 
sections 24(5) and (6) of the Old Age Security-Act as 
it read before being amended by section,3- were ap- 
plicable to its 1972 taxation year, and 


(vy) subsection 40(3) of the former Act were: applica- 

_ ble to the 1972 taxation year but as though the pro- 
portion referred to in that subsection were the pro- 
portion that the number of days in that portion of the 
taxation year that is after June, 1971 and before 1972 
is of the number of days in that portion of the taxa- 
tion year that is before 1972; 


(d) determine that proportion of the aggregate determined 
under paragraph (c) that the number of days in that por- 
tion of its 1972 taxation year that is in 1971 is of the 
number of days in the. whole taxation year; 


(e) determine the aggregate. of the amounts determined 
under. paragraphs (b) and (d) in respect of the 
corporation; : 


and the aggregate determined under paragraph (e) is the tax 
under Part I of the amended Act. payable by, the corporation 


~ for its 1972 taxation year. 


(2) Ss. 51(1) not applicable — Subsection 51(1) does not 
apply for the purpose of determining the tax payable by a co- 
operative corporation (within the meaning assigned by sec- 
tion 136 of the amended Act) for its 1972 taxation year. 


(3) “Amount taxable” defined — In this section, “amount 
taxable” of a corporation for its 1972 taxation year has, sub- 
ject to subsection 51(2), the meaning assigned by Division E 
of Part I of the amended Act. 


57.1 [Repealed under former Act] Subpara: 57.1(1)(c)(v) added by:1972, c. 9,826: 


Pre-RSC History: S. 57.1 repealed by 1985, c. 45, s. 143. S. 57.1 


formerly read: 58. (1) Credit unions — For the purpose of com- 


57.1 (1) Cooperative corporations — Where a cooperative 


puting the income of a credit union for the 1972 and 


corporation (within the meaning assigned by section 136 of subsequent taxation years, 


the amended Act) has a taxation year part of which is before 
and part of which is after the commencement of 1972, the tax 
payable by it under Part I of the amended Act for the year 
shall be determined by the following rules: 


(a) determine the tax under Part I of the amended Act 
that, but for this subsection would be payable by it for its 
1972 taxation year on its amount taxable for its 1972 tax- 
ation year; 
(b) determine that proportion of the amount determined 
under paragraph (a) that the number of days in that por- 
tion of its 1972 taxation year that is in 1972 is of the 
number of days in the whole taxation year; 


(c) determine the aggregate. of the taxes that, but for this 
subsection, would be payable by the ih tose for its 
1972 taxation year 


(i) under Part I of the former Act, and 


(ii) under subsection 24(5) of the Old Age Security 
Act as it read before being. amended by section 3 


on the assumptions that 


(iii) its amount taxable for its 1972 taxation year 
were computed as if 


(A) subsections 75(3) and (5a) and paragraph 
75(4)(b) of the former Act were applicable, and 
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(a) property of the credit union that is a bond, de- 
benture, mortgage or agreement of sale owned by 
it at the beginning of its 1972 taxation year shall 
be valued at its actual cost to the credit union, 


(i) plus a reasonable amount in respect of the 
amortization of the amount by which the prin- 
cipal amount of the property at the time it was 
acquired by. the credit union exceeds its actual 
cost to the credit union, or 


(ii) minus ‘a reasonable amount in respect of 
the amortization of the amount by which its 
actual cost: to the credit union exceeds the 
principal amount of the property at the time it 
was. acquired by the credit union; 


(b) property of the credit union that is a debt ow- 
ing to the credit union (other than property de- 
scribed in paragraph (a) or a debt that became a 
bad debt before its 1972 taxation year) acquired 
by it before the beginning of its 1972 taxation 
year shall be valued at any time at the amount 
thereof outstanding at that time; 
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(c) any depreciable property acquired by the 
credit union in a taxation year ending before 1972 
shall be deemed to have been acquired by it on 
the last day of its 1971 taxation year at a capital 
cost equal to 


(i) in the case of any building or automotive 
equipment owned by it on the last day of its 
1971 taxation year, the amount, if any, by 
which the depreciable cost to the credit union 
of the building or equipment, as the case may 
be, exceeds the product obtained when the 
number of full taxation years in the period be- 
ginning on the first day of the taxation year 
following the taxation year in which the build- 
ing or equipment, as the case may be, was ac- 
quired by it and ending with the last day of its 
1971 taxation year is multiplied by, in the 
case of a building, 2'2%, and in the case of 
equipment, 15%, of its depreciable cost (and 
for the purposes of this subparagraph, a capi- 
tal improvement or capital addition to a build- 
ing owned by a credit union shall be deemed 
not to be part of the building but to be a sepa- 
rate and distinct building acquired by it, if the 
cost to the credit union of the improvement or 
addition, as the case may be, exceeded 
$10,000), 


(ii) in the case of any leasehold interest, the 
proportion of the capital cost thereof to the 
credit union (determined without regard to 
this subparagraph) that 


(A) the number of months in the period 
commencing with the first day of the credit 
union’s 1972 taxation year and ending 
with the day on which the leasehold inter- 
est expires 


is of 
(B) the number of months in the period be- 
ginning with the day on which the credit 
union acquired the leasehold interest and 


ending with the day on which the lease- 
hold interest expires, and 


(iii) in the case of any property (other than a 
building, automotive equipment or leasehold 
interest) acquired by the credit union after 
1961, the amount, if any, by which the depre- 
ciable cost to the credit union of such property 
exceeds the product obtained when the num- 
ber of full taxation years beginning with the 
first day of the taxation: year following the 
taxation year in which the property was ac- 
quired by it and ending with the last day of its 
1971 taxation year is multiplied by '/2 the rele- 
vant percentage of the depreciable cost to the 
credit union of the property; and 


(d) the undepreciated capital cost to the credit 
union as of the first day of its 1972 taxation year 
of depreciable property of a prescribed class ac- 
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quired by it before that taxation year is the total 
of the amounts determined under paragraph (c) to 
be the capital costs to it as of that day of all prop- 
erty of that class. 


Pre-RSC History: All that portion of. para. 58(1)(c) preceding 
subpara. (ii), subpara. 58(1)(c)(iii) substituted by 1974-75-76, c. 26, 
subsecs. 140(1), (2). 


(1.1) Exception — For the purpose of computing a 
capital gain from the disposition of depreciable prop- 
erty acquired by a credit union in a taxation year 
ending before 1972, the capital cost of the property 
shall be its capital cost determined without reference 
to paragraph (1)(c). 


Pre-RSC History: Subsec. 58(1.1) added by 1974-75-76, c. 26, 
subsec. 140(3). 


(2)-(3.1) [Repealed under former Act] 


Pre-RSC History: Subsecs. 58(2)-(3.1) repealed by 1985, c. 45, 
subsec. 144(1). Subsecs. 58(2)-(3.1) formerly read: 


(2) Deemed deductions — For the purposes of paragraph 
137(1)(c) of the amended Act, a credit union shall-be deemed 
to have deducted, in computing its income for its 1971 taxa- 
tion year 


(a) under paragraph 137(1)(a) thereof, the maximum 
amount determined in prescribed manner that would have 
been claimable by the credit union under that paragraph 
as a reserve in respect of property described therein in 
computing its income for its 1971 taxation year if section 
137 of the amended Act had been applicable to that year, 
and 


(b) under paragraph 137(1)(b) thereof, the maximum 
amount determined in prescribed manner that would have 
been claimable by the credit union under that paragraph 
as a reserve in respect of debts described therein in com- 
puting its income for its 1971 taxation year if section 137 
of the amended Act had been applicable to that year, 


except that where the amount of the credit union’s 1971 re- 
serve is less than the aggregate of the amounts described in 
paragraphs (a) and (b), it shall be deemed to have deducted in 
computing its income for its 1971 taxation year, 


(c) under paragraph 137(1)(a) of the amended Act, such 
portion of its 1971 reserve as it may claim, not exceeding 
the amount described in paragraph (a), and 


(d) under paragraph 137(1)(b) of the amended Act, such 
portion of the amount, if any, by which its 1971 reserve 
exceeds the amount determined under paragraph (c), as 
does not exceed the amount described in paragraph (b). 


(3) Special rule applicable to 1972 taxation year — 
Where a credit union has a taxation year part of which is 
before and part of which is after the commencement of 1972, 
the tax payable by it under Part I of the amended Act for that 
taxation year is that proportion of the tax otherwise payable 
by it under that Part for the taxation year that the number of 
days in that portion of the taxation year that is in 1972 is of 
the number of days in the whole taxation year, and subsection 
51(1) does not apply for the purpose of determining the tax 
payable by it for that taxation year. 


(3.1) Additional deduction for 1973 to 1976 taxation 
years — For the purposes of subsection 137(3) of the 
amended Act, where a credit union has a taxation year (in this 
section referred to as the “particular taxation year”) part of 
which is before and part of which is after the commencement 
of any of the calendar years 1973, 1974, 1975 and 1976 (in 
this section referred to as the “particular calendar year’), the 
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percentage referred to in subsectiom 137(3) of the amended 
Act for the particular taxation year is’ the Reecgntace equal to 
the aggregate of 


(a) that proportion: of the percentage so referred to for the: 
particular taxation year,that the number of days in_that.. 
portion of the particular taxation year that is in.the partic- 
ular calendar year, is of the number of days in the whole 
of the particular taxation year, and 


(b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days in that portion of ‘the 
particular taxation year that is in the calendar year imme- 

_ diately preceding the ‘particular calendar year, is of the 
number of days in the particular taxation year. 


(3.2) Determination of maximum cumulative 
reserve at end of taxation year — Notwith- 
standing the definition “maximum cumulative re- 
serve” in subsection 137(6) of the amended Act, for 
the purposes of section 137 of the amended Act a 
credit union’s maximum cumulative reserve at the 
end of any particular year is the amount, if any, by 
which its maximum cumulative reserve at that time, 


determined under that definition without regard to | 


this subsection, exceeds the lesser of 


(a) its maximum cumulative reserve, determined 
under that definition without regard to this sub- 
section, at the end of its 1971 taxation year, and 


(b) the amount, if any, by which its 1971 reserve 
exceeds the total of the amounts deemed by sub- 
section 58(2) of the Income Tax Application 
Rules, 1971, Part Ill of chapter 63 of the Statutes 
of Canada, 1970-71-72, to have been deducted by 
it in computing its income for its 1971 taxation 
year. . 
Related Provisions: ITAR 69 (meaning of “Income Tax Applica- 


tion Rules, 1971, Part IIL of chapter 63 of the Statutes of Canada, 
1970-71-72”). 


(3.3) Idem — Notwithstanding subsection (3.2), 


where at any time after May 6, 1974 there has been | 


an amalgamation (within the meaning assigned by 
section 87 of the amended Act) of two or more credit 
unions to form a new credit union, the maximum cu- 
mulative reserve of the new credit union shall be 
deemed to be the amount by which its maximum cu- 
mulative reserve, determined under the definition of 
that term in subsection 137(6) of the amended Act, 
exceeds the total of all amounts, if any, each of 
which is the lesser of the amounts referred to in 
paragraphs (3.2)(a) and (b) in respect of each of the 
predecessor corporations. 


(3.4) Idem — Notwithstanding subsection (3.2), 
where a credit union (in this subsection referred to as 
the acquirer) has, at any time after May 6, 1974, ac- 
quired otherwise than by way of. amalgamation all or 
substantially all of the assets of another credit union, 
the maximum cumulative reserve of the acquirer 
shall be the amount by. which the acquirer’s maxi- 
mum cumulative reserve, determined under the defi- 
nition of that term in subsection 137(6) of the 
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amended Act, exceeds the total of 


(a) the lesser: of the amounts deemmained under 
paragraphs (3.2)(a) and (b) in ee of the ac- 
quirer, and 


(b) the lesser of the amounts determined under 
paragraphs (3.2)(a) and (b) in respect the other 
credit union. 


Pre-RSC History: Subsecs. 58(3.3), (3.4) added by 1974-75-76, c. 
26, subsec. 140(4). 


(4), (4.1) [Repealed under former Act] 


Pre-RSC History: Subsecs. 58(4), (4.1) repealed by 1985, c. 45, 
subsec. 144(2). Subsecs. 58(4), (4.1) formerly read: 


(4) Amounts not to be deducted — Notwithstanding the 
‘provisions of the amended Act, in computing a credit union’s 
income for the-1972 or any subsequent taxation year, there 
shall not be deducted 


(a) any payment made by it pursuant to an allocation in 
proportion to borrowing that is an amount credited to a 
member of the credit union in respect of interest that be- 
came payable by the member to the credit union before 
the commencement of the credit union’s 1972 taxation 
year, or 

(b) any amount payable in the year by the credit union to 
any. member of the credit union as, on account or in-lieu 
of payment of, or in satisfaction of interest, to the extent 
that that amount may reasonably be considered to be pay- 
able in respect of any period before the credit union’s 
1972 taxation’year or to be computed by reference to any 
business carried-on by. the credit union before that year. 


(4.1) Amount of non-capital loss — The amount, if any, by 
which 


(a) the aggregate of amounts each of which is the 
amount, as of the commencement of the credit union’s 
1972 taxation .year,.of any share in the credit union of 
any member thereof, 


exceeds 


(b) the amount that would be the credit union’s 1971 re- 
serve if paragraph (5)(c) were read without reference to 
subparagraph (vi) thereof 


shall, for the purposes of section 111 of the amended Act, be 
deemed to have been the credit union’s non-capital loss for its 
1971 taxation year, and, for greater certainty, section 37 does 
not apply for the purpose of computing a credit union’s taxa- 
ble income for any taxation year. 


(5) Definitions — In this section, 


“depreciable cost” to a credit union of any property 
means the actual cost to it of the property or the 
amount at which it is deemed by subsection 13(7) of 
the amended Act to have acquired the property, as 
the case may be; 


“relevant percentage” in relation to a prescribed 
class of property is the percentage prescribed in re- 
spect of that class by any regulations made under 
paragraph 11(1)(a) of the former Act; 


“1971 reserve” of a credit union means the amount, 
if any, by which the total of all amounts each of 
which is 
(a) the amount of any money of the credit union 
on hand at the beginning of its 1972 taxation 
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year, taxation years of a corporation, section 133 of the 


(b) an amount in respect of any property de- 
scribed in paragraph (1)(a) or (b), equal to the 
amount at which it is required by those 
paragraphs to be valued at the beginning of its 
1972 taxation year, 


(c) an amount in respect of depreciable property 
of a prescribed class owned by the credit union 
on the first day of its 1972 taxation year, equal to 
the amount determined under paragraph (1)(d) to 
be the undepreciated capital cost thereof to the 
credit union as of that day, or 


(d) an amount in respect of any capital property 
(other than depreciable property) owned by the 
credit union at the beginning of its 1972 taxation 
year, equal to its cost to the credit union com- 
puted without reference to the provisions of sec- 
tion 26, 


exceeds the total of all amounts each of which is 


(e) the amount of any debt owing by the credit 
union or of any other obligation of the credit 
union to pay an amount, that was outstanding at 
the beginning of its 1972 taxation year, exclud- 
ing, for greater certainty, any share in the credit 
union of any member thereof, or 


(f) the amount, as of the beginning of the credit 


amended Act shall be read as if, in respect of such 
portion of any period described in the definition 
“non-resident-owned investment corporation” in 
subsection 133(8) of that Act as ended before the be- 
ginning of the corporation’s 1976 taxation year, par- 
agraph (a) of that definition were read as follows: 


“(a) at least 95% of the total value of its issued 
shares, and all of its bonds, debentures and 
other funded indebtedness, were 


(i) beneficially owned by non-resident per- 
sons (other than any foreign affiliate of a 
taxpayer resident in Canada), 


(ii) owned by trustees for the benefit of non- 
resident persons or their unborn issue, or 


(iii) owned by a corporation, whether incor- 
porated in Canada or elsewhere, at least 95% 
of the total value of the issued shares of 
which and all of the bonds, debentures and 
other funded indebtedness of which were 
beneficially owned by non-resident persons 
or owned by trustees for the benefit of non- 
resident persons or their unborn issue, or by 
two or more such corporations;”’. 


60. [Repealed under former Act] 


union’s 1972 taxation year, of any share in the Pre-RSC History: S. 60 repealed by 1985, c. 45, s. 146. S. 60 


credit union of any member thereof. 


Pre-RSC History: The definition “depreciable cost” was para. 
58(5)(a); “relevant percentage”, para. 58(5)(b); “1971 reserve”, 
para. 58(5)(c). 


Interpretation Bulletins [ITAR 58]: IT-483: Credit unions. 


59. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 59(1) repealed by 1985, c. 45, s. 145. 
Subsec. 59(1) formerly read: 


59. (1) Non-resident-owned investment corporation — In 
its application to the 1972 to 1975 taxation years of a corpo- 
ration, section 133 of the amended Act shall be read as if 
(a) subsection (3) thereof were read as follows: 
(3) The tax payable under this Part by a corpora- 
tion for a taxation year when it was a non-resident- 
owned investment corporation is the aggregate of 
(a) 25% of the lesser of 


(i) the corporation’s taxable income for 
the year, and 
(ii) the amount determined under subpara- 
graph (9)(b)(i1i) in respect of the corpora- 
tion for the year, and 
(b) 15% of the amount, if any, by which the 
amount determined under subparagraph (a)(i) 
exceeds the amount determined under subpara- 
graph (a)(ii).”, and 
(b) the references in’subsection (9) thereof to “/3” and 
“4,” were read as references to “15/85” and “100/85” 
respectively. 


(2) Non-resident-owned investment corpora- 
tion — In its application to the 1972 and subsequent 
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formerly read: 


60. (1) Foreign business corporations — Notwithstanding 
section 9, section 71 of the former Act is applicable to any 
taxation year of a corporation commencing before 1972. 


(2) Tax — Notwithstanding any other provisions of this Act, 
where a corporation was, by virtue of section 71 of the former 
Act or under the provisions of that section that are applicable 
by virtue of subsection (1) of this section, exempt from tax 
under Part I of the former Act for its last taxation year com- 
mencing before 1972, for the purpose of computing the tax 
payable by it under the amended Act for each of the 4 imme- 
diately following taxation years the following rules apply: 


(a) for the purpose of computing its taxable income for 
the year, there may be deducted from its income for the 
year an amount equal to the relevant percentage for that 
year of the lesser of 


(i) the corporation’s taxable income for the year oth- 
erwise determined, and 


(11) the amount, if any, by which 


(A) the aggregate of amounts each of which is 
the corporation’s income for the year (other than 
from dividends received by it from a foreign: af- 
filiate of the corporation) from a source in a 
country other than Canada, 


exceeds 


(B) the aggregate of amounts each of which is 
the corporation’s loss for the year from a source 
in a country other than Canada; 


(b) for the purposes of section 126 of the amended Act, 


(i) the business-income tax paid by the corporation 
for the year in respect of businesses carried on by it 
in a country other than Canada shall be deemed to be 
the percentage, equal to 100% minus the relevant 
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percentage for that year, of the amount otherwise de- 
termined to be the business-income tax paid by the 
corporation for the year in respect of businesses car- 
ried on by it in that country, and 
(ii) the non-business-income tax paid by the corpora- 
tion for the year to the government of a country other 
than Canada shall be deemed to be the percentage, 
equal to 100% minus the relevant percentage for that 
year, of the amount otherwise determined to be the 
non-business-income tax paid by the corporation for 
the year to the government of that country; and 
(c) where the corporation was, at any time in}the year, a 
private corporation, there may be deducted from the tax 
under Part IV of the amended Act otherwise payable by it 
for the year, the relevant percentage for that year of such 
tax, and for the purposes of subsection 129(3) of the 
amended Act the tax under that Part payable by it for the 
year shall be deemed to be an amount equal to the 
remainder. 


(3) “Relevant percentage” defined — For the purposes of 
subsection (2), “relevant percentage” for a taxation year com- 
mencing after 1971 of a corporation means, 


(a) for the first taxation year of the corporation com- 
mencing after 1971, 80%, 


(b) for the second taxation year of the corporation com-— 
mencing after 1971, 60%, 

(c) for the third taxation year of the corporation com- 
mencing after 1971, 40%, and 


(d) for the fourth taxation year of the corporation com- 
mencing after 1971, 20%. - 


Subsec. 60(2) substituted by 1973-74, c. 14, .s. 85. 


60.1 Taxes payable by insurer under Part IA 
of former Act — For the purposes of the descrip- 
tion. of F in the definition. “surplus funds. derived 
from operations” in subsection 138(12) of the 
amended Act, the reference in that description to 
“this Part” shall be deemed to be a reference to “this 
Part and Part IA of the former Act’. 


Pre-RSC History: S. 60.1 added by 1973-74, c. 14, s. 86. 


61. (1) Registered retirement savings plans — 
For the purposes of the definition “non-qualified in- 
vestment” in subsection 146(1) of the amended Act, 


property acquired after June 18, 1971 and before | 


1972 by a trust governed by a registered retirement 
savings plan shall, if owned or held by the trust on 
January 1, 1972, be deemed to have been acquired 
by the trust on January 1, 1972. | 


(2) [Not included in R:S.C. 1985] 
Pre-RSC History: Subsec. 61(2) formerly read: 


(2) Refunds of premiums where death before 1972 — 
Where 


(a) an annuitant under a registered retirement savings 
plan died before 1972, 


(b) a taxpayer received, after 1971, an amount as a refund 
of premiums (within the meaning assigned by section: 
146 of the amended Act) under that plan, and 
(c) the taxpayer has, within a prescribed time, 


(i) filed with the Minister a-statement indicating that 
the taxpayer has elected'to have this subsection apply 
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with respect to that amount, and 


(ii) paid to the Receiver General, as. tax. payable by 
him under Part I of the amended Act in addition to 
any other tax payable by him under that Part, an 
amount equal to 15% of the amount so received, 


the amount of the refund of premiums shall not be included 
by virtue of subsection 146(8) of the amended Act in comput- 
ing the taxpayer’s income for mie year in which he received 
“that amount. 


Subpara. 61(2)(c)(i)_ substituted by 1980-81-82-83, c. 48, s. 119. 
Subsec. eisai added. ay 1973-74, c. 14, s.87. 


62. (1) Assessments — SiibseetiteHs 152(4) and 
(5) of the amended Act apply in respect of any as- 
sessment made after December 23, 1971, except that 
subsection 152(5) of that Act does not apply in re- 
spect of any such assessment made in consequence 
of a waiver filed with the Minister before December 
23, 1971 in the form and within the time referred to 
in subsection 152(4) of that Act. 


(2) Interest — Subsections 161(1) and (2), 164(3) 
and (4), 202(5) and 227(8) and (9) of the amended 
Act, subsection 183(2) of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, and 
subsection 195(1) of that Act as it read in its applica- 
tion in respect of dividends paid or received before 
April 1, 1977, in so far as those subsections relate to 
the rate of interest payable thereunder, apply in re- 
spect of interest payable in respect of any period af- 
ter December 23, 1971. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 62(3) repealed by 1988, c. 55, s. 197. 
Subsec. 62(3) formerly read: 


(3) Penalties — Subsection 163(1) of the amended Act is 
applicable in respect of any return of income required to be 
filed after 1971 and subsection 163(3) thereof is applicable in 
respect of any appeal instituted after the coming into force of 
this Act. 


(4) Objections to assessment — Subsection 
165(3) of the amended Act applies in respect of any 
notice of objection served on the Minister after De- 
cember 23, 1971. 


(5) Appeals — Division J of Part I of the irrienided 
Act applies. in respect.of any appeal or application 


instituted or made, as the case may be, after Decem- 
ber23;01 971: 


(6) Appeals to Federal Court —.Any appeal to 
the Federal Court instituted, within 2 years after De- 
cember 23, 1971 and in accordance with Division J 
of Part I of the former Act and any rules made there- 
under (as those rules read immediately before De- 
cember 23, 1971), shall be deemed to have been in- 
stituted in the manner provided by the amended Act, 
and any document served on the Minister or a tax- 
payer in connection with an appeal so instituted in 
the manner provided in that Division and those rules 
shall be deemed to have been served in thes manner 
provided by the amended Act. 
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formerly read: 


63. [Repealed under former Act] 


Pre-RSC History: S. 63 repealed by 1977-78, c. 1, s. 112, applica- 
ble in computing tax-paid undistributed surplus on hand after De- 
cember 31, 1978. S. 63 formerly read: 


64.2 Parts VII and VIII of amended Act — For the purposes 
of Parts VII and VIII of the amended Act, 


63. Part Il of amended Act — Where a corporation that has 
a taxation year part of which is before and part of which is 
after the commencement of 1972, has in the year and before 
June 19, 1971 redeemed or acquired any of its shares, other 
than common shares, it may, on or before the day on or 
before which it is required to pay tax under Part II of the 
amended Act for the year on the amount of the premium on 
the share, elect in prescribed manner and in prescribed form 
to deduct an amount, not exceeding the amount of its tax-paid 
undistributed surplus on hand at the time of the election, from 
the amount of the premium on which it is liable to pay tax 
under that Part and to pay tax under that Part on the remain- 
der, if any; in which case its tax-paid undistributed surplus on 
hand at any subsequent time shall be deemed to be the 
amount thereof otherwise determined at that time minus the 
amount that the corporation has so elected to deduct. 


(a) control of a corporation shall be deemed not to have 
been acquired by another person at any particular time 
before 1972 unless at that time that other person had ac- 
quired control, within the meaning assigned by subsec- 
tion 28(3) of the former Act, of the corporation; and 


(b) where; at the commencement of 1972, one corpora- 
tion was 


(i) controlled, within the meaning assigned by sub- 
section 192(4) of the amended Act, by another cor- 
poration, and 


(ii) not controlled, within the meaning assigned by 
subsection 28(3) of the former Act, by that other 
corporation, 


control of the corporation shall be deemed to have been 
acquired by that corporation at that time. 


64.3 [Repealed under former Act] 


64. [Repealed under former Act] 


Pre-RSC History: S. 64 repealed by 1984, c. 45, s. 98, applicable 
to 1985 et seg. S. 64 formerly read: 


Pre-RSC History: S. 64.3 repealed by 1974-75-76, c. 26, s. 141, 
applicable in respect of elections made under s. 64.3 after the day 
on which 1974-75-76, c. 26, is assented to. S. 64.3 formerly read: 


64. Preferred-rate amount — Where a corporation has a 
taxation year part of which is before and part of which is after 
the commencement of 1972, for the purpose of computing its 
preferred-rate amount (within the meaning assigned by sub- 
section 190(2) of the amended Act) at the end of its 1972 tax- 
ation year the amount deductible under section 125 of the 
amended Act from the tax otherwise payable by the corpora- 
tion under Part I thereof for the year shall be deemed to be 
that proportion of the amount thereof otherwise deductible 
thereunder that 


(a) the number of days in that portion of the taxation year 
that is in 1972 


is of 


(b) the number of days in the whole taxation’ year. 


All that portion of s. 64 preceding para. (a) substituted by 1973-74, 
c. 14, s. 88. 


64.3 Retroactive Part IX election — Where a corporation 
has, before the coming into force of this section, made one or 
more elections under subsection 83(1) of the amended Act 
and has, subsequently at any particular time before 1976, 
made an election under this section, in prescribed manner and 
prescribed form, wherein it has specified one of those elec- 
tions made before the coming into force of this section (in 
this section referred to as the “specified election’), the fol- 
lowing rules apply if, at the particular time, the corporation 
complied with the requirements (including the payment of 
any tax) of Part IX of the amended Act in respect of the elec- 
tion it is deemed by paragraph (a) to have made under that 
Part by virtue of its election under this section: 


(a) the corporation shall be deemed to have made, 


(i) immediately before the time immediately before 
the specified election was made, and 


(ii) after the last election, if any, under Part IX of the 
amended Act (other than an election deemed by this 
paragraph to have been made) by it before the speci- 
fied election was made, 


64.1 [Repealed under former Act] 


Pre-RSC History: S. 64.1 repealed by 1977-78, c. 1, s. 113, 
applicable in respect of dividends paid after March 31, 1977. S. 64.1 
formerly read: 


an election under subsection 196(1) of the amended Act 
in respect of an amount referred to in paragraph (b) 
thereof, 


64.1 Life insurance corporation’s control period earn- 
ings — Notwithstanding anything contained in subsection 
192(10.1) of the amended Act, the amount of a life insurance 
corporation’s earnings for a control period that was available 
for payment of dividends at a particular time is the aggregate 
of the amount thereof determined under that subsection and 
all income or profits taxes paid or payable by the corporation, 
for taxation years ending after 1968 and before 1972 that are 
in the control period, to a government of a country other than 
Canada or to a state, province or other political subdivision of 
a country other than Canada. 


(b) any tax paid at the particular time by the corporation 
under Part IX of the amended Act as a consequence of its 
election under this section shall be deemed to have been 
paid by the corporation at the time at which the corpora- 
tion is deemed by paragraph (a) to have made the elec- 
tion under subsection 196(1) of the amended Act in re- 
spect of an amount referred to in paragraph (b) thereof, 
and 


(c) the corporation shall pay interest at a prescribed rate 
per annum on the amount of the tax described in para- 
graph (b) from the time the specified election was made 
to the particular time. 


S. 64.1 substituted by 1973-74, C; 14, s. 89. S..64.3 added by 1973-74. c. 14. s. 90. 


64.2 [Repealed under former Act] 


Pre-RSC History: S. 64.2 repealed by 1977-78, c. 1, s. 113, 
applicable in respect of dividends paid after March 31, 1977. S. 64.2 


65. (1) Part XI of amended Act — Where, at any 
particular time after June 18, 1971 and before July 1, 
1972, a taxpayer described in section 205 of the 
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amended. Act has acquired a foreign property that 
was 


(a) a share of the capital stock of a corporation 
that would be a mutual fund corporation if para- 
graph 131(8)(a) of the amended Act were read 
without reference to the words “that was a public 
corporation’, 


(b) a unit of a trust that would be a mutual fund 


trust if subsection 132(6) of the amended Act | 


were read without reference to apts aca 
132(6)(c), or 


(c) an interest, as a beneficiary under a trust, in 
property held subject to the trust by a trust com- 
pany incorporated under the laws of Canada or a 
province, if 


(i) throughout the 1971 taxation year of the 
trust, 


(A) all the property of the trust was held in 
trust for the benefit of not less than 20 ben- 
eficiaries, and 


(1) not less than 20. of the lier clei 
were taxpayers described in paragraph 
205(a)..or (c) of the amended. Act, or 


(II) not less than 100 of the benefi- 
ciaries were taxpayers described in, par- 
agraph 205(b). of the amended Act, 


(B) not less than 80% of all the property of 
the trust consisted of shares, bonds, mort- 
gages, marketable securities or cash, and 


(C) not more than 10% of all the property 
of the trust consisted of shares, bonds, 
mortgages or other securities of any one 
corporation or debtor other than Her Maj- 
esty in right of Canada or of a province or 
a Canadian municipality, 


(ii) not less than 95% of the income of the 
trust for its 1971 taxation year was derived 
from investments described in clause (i)(B), 


(iii) the total value of all such interests owned 
by all beneficiaries mentioned in clause (i)(A) 
to which any one employer has made or may 
make contributions did not exceed, at any 
time in the 1971 taxation year of the trust, 
25% of the value of all the property of the 
trust at that time, and 


(iv) the total value of all such interests owned 
by all beneficiaries mentioned in subclause 
(i)(A)(ID to which any one taxpayer has paid 
or may pay premiums does not exceed, at any 
time in the 1971 taxation year of the trust, 
25% of the value of all the property of the 
trust at that time, 


the property shall, to the extent that the cost to the 
taxpayer thereof does not exceed the amount, if any, 
by which the taxpayer’s foreign investment limit ex- 
ceeds the total of the costs to it of all foreign proper- 
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ties described in paragraphs (a) to (c), acquired by the 
taxpayer after June 18, 1971 and: before the particu- 
lar, time, be deemed 


(d) for the purposes of Part XI of the amended 
Act, to have been acquired before June 19, 1971 
and not to have been acquired after June 18, 
1971, and 


(e) where the taxpayer was a trust governed by a 
_ Tegistered retirement savings plan, notwithstand- 
ing the definition “qualified investment’ in. sub- 
section 146(1) of the amended Act, to have been 
a qualified investment for the purposes of section 
146 of that Act. 
Pre-RSC History: All that portion of subsec. 65(1) preceding 
para. (a) substituted by 1973-74, c. 14, subsec. 91(1). 
Regulations: 221(1)(g) (reporting requirements for trust described 
under ITAR 65(1)(c)). 


Forms: T3F: Investments prescribed to:be qualified or not to be 
foreign property information return. 


(1.1) Idem — Where, at any particular time after 
October 13, 1971 and before July 1, 1972, a taxpayer 
to whom Part XI of the amended Act applies has ac- 
quired a foreign property that was a share of the cap- 
ital stock of a corporation that would be an invest- 
ment corporation if subparagraph 130(3)(a)(i) of the 
amended Act were read without reference to the 
words “that was a public corporation’, for the pur- 
poses of subsection (1) the share so acquired shall be 
deemed to be a share described in paragraph (1)(a). 


Pre-RSC History: Subsec. 65(1.1) substituted by 1973-74, c. 14, 
subsec. 91(2). 


(2) Definition of “foreign investment limit” — 
In subsection (1), “foreign investment limit” of a 
taxpayer means the total of 


(a) the taxpayer’s income from property for its 
1971 taxation year; 


(b) where the taxpayer was, throughout its 1971 
taxation year, a taxpayer described in paragraph 
205(a) of the amended Act, all amounts each of 
which is such portion of any amount paid or con- 
tributed by any person to or under the plan in 
1971 as was deductible in computing that per- 
son’s income for the 1971 taxation year under 
paragraph 11(1)(g) or (h) of the former Act, or as 
would have been deductible in computing that in- 
come under paragraph 11(1)@) of the former Act 
if that paragraph were read (except for the pur- 
poses of subparagraph 11(1)(@)G@u) of that Act) 
without reference to subparagraph 11(1)@)(@i) of 
that Act, 


(c) where the taxpayer was, throughout its 1971 
taxation year, a trust governed by a registered re- 
tirement savings plan, all amounts each of which 
is such portion of any premium paid in 1971 by 
the annuitant under the plan as was deductible 
under subsection 79B(5) of the former Act in 
computing the annuitant’s income for the 1971 
taxation year, and 
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(d) where the taxpayer was, throughout its 1971 
taxation year, a trust governed by a deferred 
profit sharing plan, all amounts each of which is 
such portion of any amount: paid by an employer 
to a trustee under the plan as was deductible 
under subsection 79C(7). of. the former Act in 
computing the employer’s income for the 1971 
taxation year. 


(3) Foreign property acquired by registered 
retirement savings plan — Where, at any partic- 
ular time after 1971 and before July 1, 1974, a trust 
governed by a registered retirement savings plan ac- 
quired a foreign property described in paragraph 
(1)(a) or (b) or a foreign property that would be de- 
scribed in paragraph (1)(c) if the references in that 
paragraph to the “1971 taxation year” of the trust 
were read as references to the “1972 and 1973 taxa- 
tion years” of the trust, the property shall, to the ex- 
tent that the cost to the trust thereof did not exceed 
the amount, if any, by which the trust’s foreign rein- 
vestment limit exceeded the total of the cost to it of 
all such foreign properties so acquired by it after 
1971 and before the particular time, be deemed 


(a) for the purposes of Part XI of the amended 
Act, to have been acquired before June 19, 1971 
and not to have been mequiéticd after June 18, 
1971; and 


(b) notwithstanding the definition “qualified in- 
vestment” in subsection 146(1) of the amended 
Act, to have been a qualified investment for the 
purposes of section 146 of that Act. 


Pre-RSC History: All that portion of subsec. 65(3) preceding 
para. (a) substituted by 1973-74, c..14, subsec. 91(3). 


Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


(4) Definition of “foreign reinvestment 
limit” — In subsection (3), “foreign reinvestment 
limit” of a trust governed by a registered retirement 
savings plan means such portion of the total of 


(a) the trust’s income from property for its 1972 
and 1973 taxation years, 


(b) all amounts each of which, is such portion of 
any premium paid by the annuitant under the plan 
as was deductible under subsection 146(5) of the 
amended Act in computing the annuitant’s in- 
come for the 1972 or 1973 taxation year, 


(c) all amounts each of which is a capital gains 
dividend (within the meaning assigned by, subsec- 
tion 131(1) of the amended Act) received by. the 
trust in its 1972 or 1973 taxation year, and 


(d) 2 times the total of all amounts each of which 
is, because of subsection 104(21) of the amended 
Act, deemed to be a taxable capital gain of the 
trust for its 1972. or 1973 taxation year, 


as was, under the terms and conditions of the’ plan as 
fixed on or before June 18, 1971, required to be in- 
vested by the trust in foreign property described in 
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paragraph (1)(a) or (b) or foreign property that 
would be described in paragraph (1)(c) if the refer- 
ences in that paragraph to the “1971 taxation year” 

of the trust were read as references to the “1971 and 
1972 taxation years” of the trust. 


(5) Shares of a mutual fund corporation 
received on amalgamation — Where, after May 
25, 1976, there has been an amalgamation (within 
the meaning assigned by section 87 of the amended 
Act) of two or more mutual fund corporations (each 
of which corporations is in this subsection referred to 
as a “predecessor corporation”) to form one corpo- 
rate entity (in this subsection referred to as the “new 
corporation’), and 


(a) any shareholder that is a taxpayer described in 
any of paragraphs 205(a), (b) or (c) of the 
amended Act owned shares of the capital stock of 
a predecessor corporation (in this subsection re- 
ferred to as the “old shares”) on June 18, 1971 
and thereafter without interruption until immedi- 
ately before the amalgamation, 


(b) any shares referred to in paragraph (a) were 
foreign property (within the meaning assigned by 
subséction 206(1) of the amended Act) immedi- 
ately before the amalgamation, and 


(c) no consideration was received by the share- 
holder for the disposition of the old shares on the 
amalgamation, other than shares of the capital 
stock of the new corporation (in this subsection 
referred to as the “new shares’), 


notwithstanding any other provision of this Act or of 
the amended Act, for the purpose of subsection 
206(2) of the amended Act, the taxpayer shall be 
deemed not to have acquired the new shares after 
June 18, 1971. 

History: All that portion of subsec. 65(5) following para. (a) sub- 


stituted by 1994, c. 7, Sch. If (1991, c. 49), s. 202, applicable to 
periods occurring after October 1985. That portion formerly read: 
(b) any shares referred to in paragraph (a) were foreign 
property (within the meaning assigned by subsection 
206(2) of the amended Act) immediately before the 
amalgamation, and 
(c) no consideration ‘was received by the shareholder for 
the disposition of the old shares on the amalgamation 
other than shares of the capital stock of the new corpora- 
tion (in this subsection referred to as the “new shares”), 
notwithetandins any other provision of this Act or the 
amended Act, for the purposes of subsection 206(1) of the 
amended Act, the taxpayer is deemed to have acquired the 
new shares prior to June-18, 1971. 
Pre-RSC. History: Subsec. 65(5) added by 1976-77, c. 4, s. 84, 
applicable after May 25, 1976. 


Paras. 65(4)(c), (d) added by 1973-74, c. 14, subsec. 91(4). 


Interpretation Bulletins [ITAR 65]: IT-412R2: Foreign property 
of registered plans. 


65.1 Part XV of amended Act — For greater 
certainty, 


(a) section 9 does not apply in respect of the re- 
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peal, by section 1:of chapter 63 of the Statutes of 
Canada, 1970-71-72, of Part V of the former!Act 
and the substitution therefor, by that section, of 
Part XV of the amended Act, and 


(b) in its application in respect of any offence. de- 


scribed in subsection. 239(1) of the-amended.Act | 


_. that was committed before December 23, 1971, 


paragraph 239(1)(f) of the amended Act shall be | 


read as follows: 


“(f) a fine of not less than $25 and not more 
than $10,000 plus, in an appropriate case, an 
amount not exceeding double the amount of » 
the tax that should have been shown to be 
payable or that was sought to be evaded, or”. 


66. (1) Part Il of former Act — For greater cer- 


tainty, Part II of the, former Act.applies only in re- 


spect of elections made thereunder before 1972. 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 66(2) repealed by 1977-78, c. 1, s. 114, 
applicable in computing 1971 undistributed income on hand after 
December 31, 1978. Subsec. 66(2) formerly read: 


~) (2) |\dem = Where, by virtue of an election made by a corpo- 

»- ration under PartJI of the former Act at-any-time after the end. 

of its 1971 taxation year and before 1972, the corporation has 

paid.tax under that Part, for the purpose of. computing the cor- 

.... poration’s 1971 undistributed income on hand at any subse- 

‘ quent time the amount of such tax shall be added to the ag- 

«gregate of the amounts determined. under paragraphs 
nie to: (f) of Ahe:amended ‘Act. 


67. (1)—(4) [Not included in R.S. C, 1985): 
Pre-RSC History: Subsecs. 67(1)-(4) formerly read: 


(1) Refund of tax under Part IID of the former Act — Tax 
paid under Part IID of the former Act shall be refunded by the © 
Minister, with interest at the rate of 5% per annum calculated 
on each payment of tax from’ the end: of the: month in which 
such payment was, received, at such time or times as the Gov- 
ernor in Council may by regulation prescribe, but in any case 
not less than 18 months or more than 36 months ate ae later 
of 


(a) the day on which the payment of tax to be so eee 
was due, and’ ~ 


(b) the day on which such payment of tax was made. 


(2) Refund in event of bankruptcy — Notwithstanding sub- 
section (1), where a:corporation that has paid an amount on 
account of tax under Part IID of the former Act has become 
bankrupt, the amount so paid shall forthwith be. refunded to 
the trustee in bankruptcy of that corporation together with in- 
terest to the date of payment calculated at the rate and i in the 
manner provided in: subsection (1). 


(3) Application to other taxes — Instead of making a refund 
that might otherwise be made under this section, the Minister 
may, where the taxpayer.is liable or about to become liable to 
make any payment under the amended Act, apply the amount 
of the refund and the interest, thereon, or, any part thereof to 
that other liability and notify the taxpayer or the trustee in 
bankruptcy of the taxpayer of that action. 


(4) Interest — Where by any regulation a repayment date 
that is not earlier than the day of publication of such regula- 
tion in the Canada Gazette is prescribed with respect to any: 
instalment of tax paid under Part IID of the former Act, inter- 
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est shall cease to. accrue: on such instalment on the day so 
prescribed. 


(5) Prescription of unpaid amounts — Her 
Majesty in right of Canada is not liable, and: no ac- 
tion shall be taken, for or in respect of any un- 
refunded instalment of tax paid under Part IID of the 
former Act or any interest thereon where 
(a) a repayment date with respect to the instal- 
ment was prescribed by regulation and reasonable 
_ efforts: were made thereafter to locate the. corpo- 
’ ration or trust entitled to the refund; 
(b) at least 5 years have elapsed since publication 
in the Canada Gazette of the regulation referred 
to in paragraph (a); and 
(c) no claim whatever has been received by or on 
behalf of Her Majesty from the corporation or 
trust entitled to the refund. 


68. [Not included in R.S.C. 1985] 
Pre-RSC History: S. 68 formerly read: 
68. References in S.C. 1968-69, c. 44, ss. 24(3) — Sub- 


section 24(3) of chapter 44 of the Statutes of Canada, 1968- 
| 69 shall be read as if 


(a) the reference therein to “paragraph (a) of section 85G 
of the said Act” were read so as to include a reference to 
subsection 33(1) of the amended Act, 


(b) each reference therein to “paragraph (a) of section 
85G” were read so as to include a reference to subsection 
33(1) of the amended Act, 


(c) each reference therein to “paragraph (b) of ‘section 
85G” were read so as'to include a reference to subsection 
33(2) of the amended Act, and 


(d) the reference therein to “subparagraph (i), of para- 
graph (a) of section 85G” were read so as to include a 
reference to paragraph 33(1)(a) of the amended Act. 


Part I! — Transitional 
Concerning the 1985 Statute 
Revision 


69. Definitions — In this Act and the Income Tax 
Act, unless the context otherwise requires, 


“Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952” means that Act as amended 
by section 1 of chapter 63 of the Statutes of Canada, 
1970-71-72, and by any subsequent Act that received 
royal assent before December, 1991; 


“Income Tax Application Rules, 1971, Part Tl of 
chapter 63 of the Statutes of Canada, 1970-71-72” 
means that Act as amended by any subsequent Act 
that received royal assent before December, 1991. 


Application of the 1971 Acts and the 
> Revised Acts 


70. Application of Income Tax Application 
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Rules, 1971, 1970-71-72, c. 63 — Subject to this 
Act and the Income Tax Act and unless the context 
otherwise requires, 


(a) sections 7 to 9 and 12 to 68 of the Income Tax 
Application Rules, 1971, Part Il of chapter 63 of 
the Statutes of Canada, 1970-71-72, apply with 
respect to taxation years that ended before De- 
cember, 1991; and 


(b) section 10 of the Income Tax Application 
Rules, 1971, Part Ul of chapter 63 of the Statutes 
of Canada, 1970-71-72, applies with respect to 
amounts paid or credited before December, 1991. 


71. Application of this Act — Subject to this Act 
and the Income Tax Act and unless the context other- 
wise requires, 


(a) sections 7 to 9 and 12 to 78 of this Act apply 
with respect to taxation years that end after No- 
vember, 1991; and 


(b) section 10 of this Act applies with.respect to 
amounts paid or credited after November, 1991. 


72. Application of Income Tax Act, R.S.C., 
1952, c. 148 — Subject to this Act and the Income 
Tax Act and unless the context otherwise requires, 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, applies as follows: 
(a) Parts I, 1.1, 1.2, 1.3, 01.1, IV, [1V.1, V, VI, VI.1, 
VII, VII, [X, X1.3, XI, XIf.1, X12, XII.3 and 
XIV of that Act apply with respect to taxation 
years that ended before December 1991; 


(b) Part III of that Act applies with respect to div- 
idends that became payable before December, 
1991; 


(c) Parts X, X.1, X.2, XI, XI.1 and XI.2 of that 
Act apply with respect to calendar years that en- 
ded before December, 1991; 


(d) Part XIII of that Act applies with respect to 
amounts paid or credited before December, 1991; 
and 


(e). Parts XV, XVI and XVII of that Act apply 
before December, 1991. 
History: ITAR 72(a) amended by- 1994, c. 21, s. 119, deemed to 
have come into force‘on March 1, 1994. That para. formerly read: 
(aeartsel, Mele eee oul slot Vor lVeten Vetvileovcueten Villon Vente 
IX, X1.3, XII, XII.2, XII.3 and XIV of that Act apply with 
respect to taxation years that ended before December, 1991; 


73. Application of Income Tax Act — Subject to 
this Act and the Income Tax Act and unless the con- 
text otherwise requires, the Income Tax Act applies 
as follows: 


(a) Parts I, 1.1, 1.2, 1.3, 1.1, IV, IV.1, V, VI, V1.1, 
Vil, Vill, 1X, X13, XI, XUl.1, XUL2, XIL.-3 and 
XIV of that Act apply with respect to taxation 
years that end after November 1991; 


(b) Part Ill of that Act applies with respect to div- 
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idends that become payable after November, 
1991; 


(c) Parts X, X.1, X.2, XI, XI.1 and X12 of that 
Act apply with respect to calendar years that end 
after November, 1991; 


(d) Part XIII of that Act applies with respect to 
amounts paid or credited after November, 1991; 
and 


(e) Parts XV, XVI and XVII of that Act apply 
after November, 1991. 
History: ITAR 73(a) amended by 1994, c. 21, s. 120, deemed to 
have come into force on March 1, 1994. That para. formerly read: 
(a) Barts JLT x2 ol 36 ULL, FV LVL, VI Wil. Vil, Vil, 
IX, XI.3, XII, XII.2, XII.3 and XIV of that Act apply with 
respect to taxation years that end after November, 1991; 


Application of Certain Provisions 


74. Definition of “provision” — In sections 75 to 
78, “provision” means the whole or part of a 
provision. 


75. Continued effect of amending and 
application provisions — For greater certainty, 
where an enactment passed after 1971 in amendment 
of the Income Tax Application Rules, 1971, Part Ill 
of chapter 63 of the Statutes of Canada, 1970-71-72, 
or of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, contains an amending, re- 
peal, application or other provision that, immediately 
before the coming into force of the fifth supplement 
to the Revised Statutes of Canada, 1985, has any ef- 
fect on, or in connection with, the application of ei- 
ther or both of those Acts, that provision has, on the 
coming into force of that supplement, the same ef- 
fect on, or in connection with, the application of ei- 
ther this Act or the Income Tax Act or both. 


76. Application of section 75 — Section 75 is 
applicable whether or not this Act or the Income Tax 
Act, as the case may be, contains, or contains the 
tenor of or any reference to, 


(a) the amending, repeal, application or other pro- 
vision referred to in that section; or 


(b) any provision of the Income Tax Application 
Rules, 1971, Part Ul of chapter 63 of the Statutes 
of Canada, 1970-71-72, or the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, expressed or intended to be the subject of 
or otherwise affected by that amending, repeal, 
application or other provision. 


77. Continued effect of repealed provi- 
sions — For greater certainty, where a provision of 
the Income Tax Application Rules, 1971, Part Il of 
chapter 63 of the Statutes of Canada, 1970-71-72, or 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, was repealed at any time after 
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1971 but, immediately before the coming into force 
of the fifth supplement to the Revised Statutes of 
Canada, 1985, continues to be applied to any extent 
or otherwise to have any effect on, or in connection 
with, the application of either or both of those Acts, 
the repealed provision, on the coming into force of 
that supplement, continues to be so applied or to 
have that effect on, or in connection with, the appli- 
cation of either this Act or the Income Tax Act or 
both. 


78. Application of section 77 — Section 77 is 
applicable whether or not this Act or the Income Tax 
Act, as the case may be, contains any reference to the 
repealed provision referred to in that section or to the 
subject-matter of that provision. 


79. (1) Effect of amendments on former ITA — 
Where a provision of an enactment amends the Jn- 
come Tax Act or affects the application of the In- 
come Tax Act and the provision applies to or with 
respect to a period, transaction or event to which the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, applies, the Income Tax Act, chap- 
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| ter 148 of the Revised Statutes of Canada, 1952, 


shall be read as if it had been amended or its applica- 


| tion had been affected by the provision, with such 


modifications as the circumstances require, to the ex- 
tent of the provision’s application to or with respect 
to that period, transaction or event. 


(2) Effect of amendments on former ITAR — 
Where a provision of an enactment amends this Act 
or affects the application of this Act and the provi- 
sion applies to or with respect to a period, transac- 
tion or event to which the Income Tax Application 
Rules, 1971, Part Ill of chapter 63 of the Statutes of 
Canada, 1970-71-72, apply, the Income Tax Applica- 
tion Rules, 1971, Part Ill of chapter 63 of the Stat- 
utes of Canada, 1970-71-72, shall be read as if they 
had been amended or their application had been af- 
fected by the provision, with such modifications as 
the circumstances require, to the extent of the provi- 
sion’s application to or with respect to that period, 
transaction or event. 


History: ITAR 79 added by 1994, c. 21, s. 121, deemed to have 
come into force on March 2, 1994. 
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Income Tax Regulations 
CONSOLIDATED REGULATIONS OF CANADA, CHAPTER 945 
(CONSOLIDATED AS OF DECEMBER 31, 1977) 
PROCLAIMED IN FORCE AUGUST 15, 1979, AS AMENDED TO JUNE 15,;1997 


Note: Editorial annotations have been added in square brackets to update references to the ITA where 
the numbering of the provision has changed as a result of the R.S.C. 1985, c. 1 (5th Supp.) consolida- 
tion. (See Reg. 4900(1) as an example.) 


1, Short title — These Regulations may be cited as 
the Income Tax Regulations. 


ih Interpretation —In these Regulations, “Act” 
means the Income Tax Act. 


Part |— Tax Deductions 


History: Part I was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July. 19, 1979, Canada Gazette, Part II, August 8, 
1979. 


100. 


Interpretation — (1) In this Part and. in 
Schedule I, 
“employee” means any person receiving 
remuneration; 


‘“‘employer’’ means any person paying remuneration; 


“estimated deductions” means, in respect of a taxa- 
tion year, the total of the amounts estimated to be 
deductible by an employee for the year under any of 
paragraphs 8(1)(f), (h), (h.1), (@) and Gj) of the Act 
and determined by the employee for the purpose of 
completing the form referred to in subsection 107(2); 


History: “Estimated deductions” amended by P.C. 1994-372, sub- 
sec. 1(1), March 10, 1994, Canada Gazette, Part II, March 23, 1994, 
effective January 1, 1993. 


“Estimated: deductions” amended by P.C. 1989-2105, subsec. 1(2), 
October 19, 1989, Canada Gazette, Part II, November 8, 1989, ef- 
fective July 1, 1988. 


“Estimated deductions” substituted by P.C. 1983-1137, subsec. 
1(1), April 14, 1983, Canada Gazette, Part I, April 27, 1983, effec- 
tive from January 1, 1982. 


“Estimated deductions” added by P.C. 1980-3375, s. 1, December 
11, 1980, Canada Gazette, Part Il, December 24, 1980, in force Jan- 
uary 1, 1981. 


“exemptions” — [Revoked] 


History: “Exemptions” revoked by P.C. 1989-2105, subsec. 1(1), 
October 19, 1989, Canada Gazette, Part Il, November 8, 1989, ef- 
fective July 1, 1988. 


Cl. (a)Gi)(E) of “exemptions”. in subsec. 100(1) added by P.C. 
1988-1105, s. 1, June 6, 1988, Canada Gazette, Part II, June 22, 
1988, applicable to 1987 et seq. 


Cl. (a)(ii)(B) of “exemptions” in subsec. 100(1) substituted by P.C. 
1987-1478, s..1, July 30, 1987, Canada Gazette, Part II, August 19, 
1987, effective from January 1, 1986. 


Para. (b) of “exemptions” in subsec. 100(1) substituted by P.C. 
1983-2717, subsec. 1(1), September 1, 1983, Canada Gazette, Part 
II, September 14, 1983, effective from January 1, 1983. 


Cls. 100(1)(a)Gi)(B), (C) of “exemptions” substituted by P.C. 1977- 
3520, December 15, 1977, Canada Gazette, Part II, January 11, 
1978, effective January: 1, 1978. 


‘pay period” includes 
(a) a day, 
(b) a week, 
(c) a two week period, 
, (d) a semi-monthly period, 
(e):a month, 
(f) a four week period, 
(g) one tenth of a calendar year, or 


(h) one twenty-second of a calendar year; 


History: “Pay period” added by P.C. 1981-1557, subsec. 1(1), June 
11, 1981, Canada Gazette, Part II, June 24, 1981 effective com- 
mencing January 1, 1981. 


“personal credits” means, in respect of a particular 
taxation year, the aggregate of 


(a) the greater of 


(i) the amount referred to in paragraph 
118(1)(c) of the Act, and 


(11) the aggregate of the credits which the em- 
ployee would be entitled to claim for the year 
under 


(A) subsections 118(1), (2) and (3). of the 
Act if the description of A in those subsec- 
tions were read as “is equal to one”, 


(B) subsections 118.3(1) and (2) of the Act 
if the description of A in subsection 
118.3(1) of the Act were read as “is equal 
to one” and if subsection 118.3(1) of the 
Act were read without reference to para- 
graph (c) thereof, 


(C) subsections 118.5(1) and 118.6(2) of 
the Act if subsection 118.5(1) of the Act 
were read without reference to “the prod- 
uct obtained when the appropriate percent- 
age for the year is multiplied by” and the 
description of A in subsection 118.6(2) of 
the Act were read as “is equal to one”, and 
after deducting from the aggregate of the 
amounts determined under those subsec- 
tions the excess over $500 of the aggregate 
of amounts that the employee claims to ex- 
pect to receive in the year on account of a 
scholarship, fellowship or bursary, 


(D) section 118.8 of the Act if the formula 
A + B - C in that section were read as 
A+B 
D 


where D is the appropriate percentage for 
the year, and 


1985 


Reg. 100(1) per 


(E) subsection 118.9(1) of the Act if the 
formula A - B in that subsection were read 
as 


iS 
C 


where C is the appropriate percentage for 
the year, and 


(b) where the remuneration paid by the employer 
is pension income or qualified pension income of 
the employee in respect of which subsection 
118(3) of the Act would apply if that subsection 
were read without reference to subparagraphs 
(b)(ii) and (iii) thereof, a credit equal to the lesser 
of 


(i) $1,000, and 


(ii) the employee’s pension income or quali- 
fied pension income for the year; 
History: “Personal credits” substituted by P.C. 1994-372, subsec. 


1(2), March 10, 1994, Canada Gazette, March 23, 1994, effective 
January 1, 1993. 


“Personal credits” added by P.C. 1989-2105, subsec. 1(3), October 
19, 1989, Canada Gazette, November 8, 1989, effective July 1, 
1988. 


“remuneration” includes any payment that is 
(a) in respect of 
(i) salary or wages, or 


(ii) commissions or other similar amounts 
fixed by reference to the volume of the sales 
made or the contracts negotiated (referred to 
as “commissions” in this Part), 


paid to an officer or employee or former officer 
or employee, 


(b) a superannuation or pension benefit (includ- 
ing an annuity payment made pursuant to or 
under a superannuation or pension fund or plan), 


(b.1) an amount of a distribution out of or under a 
retirement compensation arrangement, 


(c) a retiring allowance, 
(d) a death benefit, 


(e) a benefit under a supplementary unemploy- 
ment benefit plan, 


(f) a payment under a deferred profit sharing plan 
or a plan referred to in section 147 of the Act as a 
“revoked plan’, reduced, if. applicable, by 
amounts determined under subsections 147(10.1), 
(11) and (12) of the Act, 


(g) a benefit under the Unemployment Insurance 
Act, 1971, 


(h) a training allowance paid under the National 
Training Act, except to the extent that it was paid 
to the recipient thereof as or on account of an al- 
lowance for his personal or living expenses while 
he was away from home, 


(i) a payment made during the lifetime of an an- 
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nuitant referred to in subparagraph 146(1)(a)(i) 
[146(1)“annuitant’(a)] of the Act out of or under 
a registered retirement savings plan of that annui- 
tant, other than 
(i) a periodic annuity payment, or 
(ii) a payment made by a person who has rea- 
sonable grounds to believe that the payment 
may be deducted under subsection 146(8.2) of 
the Act in computing the income of any 
taxpayer, 
(j) a payment out of or under a plan referred to in 
subsection 146(12) of the Act as an “amended 
plan” other than 
(i) a periodic annuity payment, or 
(ii) where paragraph 146(12)(a) of the Act ap- 
plied to the plan after May 25, 1976, a pay- 


ment made in a year subsequent to the year in 
which that paragraph applied to the plan, or 


(j.1) a payment made during the lifetime of an an- 
nuitant referred to in paragraph 146.3(1)(a) 
[146.3(1)“annuitant”] of the Act under a regis- 
tered retirement income fund of that annuitant, 
other than a payment to the extent that it is in re- 
spect of the minimum amount (within the mean- 
ing assigned by paragraph 146.3(1)(b.1) 
[146.3(1)“minimum amount”] of the Act) under 
the fund for a year, 


(k) a benefit described in section 5502, 


(1) an amount as, on account or in lieu of payment 
of, or in satisfaction of, proceeds of the surrender, 
cancellation or redemption of an income-averag- 
ing annuity contract, or 


(m) in respect of an amount that can reasonably 
be regarded as having been received, in whole or 
in part, as consideration or partial consideration 
for entering into a contract of service, where the 
service is to be performed in Canada, or for an 
undertaking not to enter into such a contract with 
another party; 

History: Para. (k) of “remuneration” amended by P.C. 1995-1023, 


s. 1, June 23, 1995, Canada Gazette, Part II, July 12, 1995, applica- 
ble to benefits paid after October 1991. 


Para. (i) of “remuneration” substituted by P.C. 1991-2540, s. 1, De- 
cember 16, 1991, Canada Gazette, Part II, January 15, 1992, appli- 
cable in respect of payments made after 1990. 


Para. (b.1) of “remuneration” added by P.C. 1989-379, s. 1, March 
9, 1989, Canada Gazette, Part Il, March 29, 1989, applicable in re- 
spect of amounts paid after March 27, 1987. 


Subparas. (i)(i) and (j)(i) of “remuneration” substituted and para. 
(j.1) added by P.C. 1987-2250, s. 1, November 6, 1987, Canada 
Gazette, Part Il, November 25, 1987. 


Para. (m) of “remuneration” added by P.C. 1986-1345, s. 1, June 5, 
1986, Canada Gazette, Part II, June 25, 1986, applicable to pay- 
ments made after June 30, 1986. 


Paras. (a), (h) and (k) of “remuneration” substituted by P.C. 1983- 
1137, subsecs. 1(2) to (4), April 14, 1983, Canada Gazette, Part I, 
April 27, 1983; para. (a) effective from March 30, 1983; para. (h) 
effective from August 2, 1982; para. (k) applicable with respect to 
benefits paid after 1981, except that in its application to payments 
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made after November 12, 1981 in respect of a termination of an 
office.or employment that occurred on or before that date para. (k) 
shall be read as follows: 

“(k) a termination. payment, or”. 


Para. (a) of “remuneration” substituted by P.C. 1980-3375, s. 1, De- 
cember 11, 1980, Canada Gazette, Part II, December 24, 1980, in 
force January 1, 1981. a 


Paras. (i), G) of “remuneration” substituted by P.C. 1980-3209, s. 1, 
November 27, 1980, Canada Gazette, Part II, December 10, 1980. 


Para. (i).of “remuneration” added, para. (j) (formerly (i)) substi- 
tuted, and para. (j) renumbered (1) (as amended by P.C. 1980-2226, 
s. 1, August 27, 1980, Canada Gazette, Part II, September 10, 1980) 
by P.C. 1980-1735, s. 1, June 26, 1980, Canada Gazette, Part II, 
July 9, 1980, effective commencing June 30, 1978. 


Para. (k) of “remuneration” added by P.C. 1980-1366, May 22, 
1980, Canada Gazette, Part II, June 11; 1980. 


Para. 100(1)(i) of “remuneration” substituted by P.C. 1978-1038, s. 
1, April 6,-1978, Canada Gazette, Part II, April 26, 1978. 


Para. (f) of “remuneration” substituted, paras. (h) to GQ) of “remuner- 
ation” added by P.C. 1977-3520, December 15,1977, Canada Ga- 
zette, Part HI, January 11, 1978, effective January 1, 1978, para. (h) 
effective March 1, 1978. 


“total remuneration” means, in respect of a taxa- 
tion year, the aggregate of all amounts each of which 
is an amount of remuneration referred to in para- 
graph (a) of the definition “remuneration” in this 
subsection. | 

History: “Total remuneration” added by P.C. 1980-3375, s. 1, De- 


cember 11, 1980, Canada Gazette, Part Il, December 24, 1980, in 
force January 1, 1981. 


(2) Where the amount of any credit referred to in 
subparagraph (a)(i) or (ii) of the definition “personal 
credits” in subsection (1) is subject to an annual ad- 
justment under section 117.1 of the Act, such 
amount shall, in a particular taxation year, be subject 
to that annual adjustment. 

History: Subsec. 100(2) amended by P.C. 1989-2105, subsec. 1(4), 


October: 19, 1989, Canada Gazette, November 8, 1989, effective 
July 1, 1988. 


Subsec. 100(2) substituted by P.C. 1983-2717, subsec. 1(2), Sep- 
tember 1, 1983, Canada Gazette, Part Il, September 14, 1983, effec- 
tive from January 1, 1983. 


Subsec. 100(2) substituted by P.C. 1981-1557, subsec. 1(2), June 
11, 1981, Canada Gazette, Part II, June 24, 1981, effective com- 
mencing January 1, 1981. 


(3) For the purposes of this Part, where an employer 
deducts or withholds from a payment of remunera- 
tion to an employee one or more amounts each of 
which is 


(a) a contribution to or under a registered pension 
fund or plan, 


(b) dues described in subparagraph 8(1)(i)Giv), (v) 
or (vi) of the Act paid on account of the 
employee, 
(c) a premium under a registered retirement sav- 
ings plan, or 
(d) a payment to which any of paragraphs 60(b) 
to (c.1) of the Act applies, 

the balance remaining after deducting or withholding 
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this amount, as the case may be, shall be deemed to 
be the amount of that payment of remuneration. 


History: Paras. 100(3)(c) and (d) added by P.C. 1994-372, subsec. 
1(3), March 10, 1994, Canada Gazette, Part I], March 23, 1994, 
effective January 1, 1993. 


Subsec. 100(3) substituted by P.C. 1989-2105, subsec. 15), Octo- 
ber 19, 1989, Canada Gazette, Part II, November 8, 1989, effective 
July 1, 1988. 


(3.1) For the purposes of this Part, where an em- 
ployee has claimed a deduction for a taxation year 
under paragraph 110.7(1)(b) of the Act as shown on 
the return most recently filed by the employee with 
the employee’s employer pursuant to subsection 
227(2) of the Act, the amount of remuneration other- 
wise determined, including the amount deemed by 
subsection (3) to be the amount of that payment of 
remuneration, paid to the employee for a pay period 
shall be reduced by.an amount equal to the amount 
of the deduction divided by the maximum number of 
pay. periods in the year in respect of the appropriate 
pay period. 

History: Subsec. 100(3.1) substituted by P.C. 1994-372, subsec. 


1(4), March 10, 1994, Canada Gazette, Part Il, March 23, 1994, 
effective January 1, 1993. 


Subsec. 100(3.1) added, by P.C. 1989-2105, subsec. 1(5), October 
19, 1989, Canada Gazette, Part Il, November 8, 1989, effective July 
1, 1988. 


(4) For the purposes of this Part, where an employee 
is not required to report for, work at any establish- 
ment of the employer, he shall be deemed to report 
for work 


(a) in respect of remuneration that is salary, 
wages or commissions, at the establishment of 
the employer from which the remuneration is 
paid; or 


(b) in respect of remuneration other than salary, 
wages or commissions, at the establishment of 
the employer in the province where the employee 
resides at the time the remuneration is paid but, if 
the employer does not have an establishment in 
that province at that time, he shall, for the pur- 
poses of this paragraph, be deemed to have an es- 
tablishment in that province. 


History: Subsec. 100(4) substituted by P.C. 1980-3375, s. 1, De- 
cember 11, 1980, Canada Gazette, Part Il, December 24, 1980, in 
force January 1, 1981. 


(5) For the purposes of this Part, where an employer 
deducts or withholds from a payment of remunera- 
tion to an employee an amount in respect of the ac- 
quisition by the employee of an approved share, as 
defined in subsection 127.4(1) of the Act, there shall 
be deducted from the amount determined under para- 
graph 102(1)(e) or (2)(f), as the case may be, in re- 
spect of that payment the lesser of 


(a) $1,000, and 
(b) 20 per cent of the cost of the approved share 
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to the employee. 


History: Subsec. 100(5) added by P.C. 1994-372, subsec. 1(5), 
March 10, 1994, Canada Gazette, Part Il, March 23, 1994, effective 
January 1, 1993. 


101, Deductions and remittances — Every per- 
son who makes a payment described in subsection 
153(1) of the Act in a taxation year shall deduct or 
withhold therefrom, and remit to the Receiver Gen- 
eral, such amount, if any, as. is determined in accor- 
dance with rules prescribed in this Part. 

History: S. 101 substituted by P.C. 1981-1557, s. 2, June 11, 1981, 


Canada Gazette, Part I, June 24, 1981, effective commencing Janu- 
ary 1, 1981. 


102. Periodic payments — (1) Except as other- 
wise provided in this Part, the amount to be deducted 
or withheld by an employer 


(a) from any payment of remuneration (in this 
subsection referred to as the “payment”) made to 
an employee in his taxation year where he reports 
for work at an establishment of the employer in a 
province, in Canada beyond the limits of any 
province or outside Canada, and 


(b) for any pay period in which the payment is 
made by the employer 


shall be determined for each payment in accordance 
with the following rules: 


(c) an amount that is a notional remuneration for 
the year in respect of a payment to that employee 
shall be established by multiplying the amount of 
the payment that is deemed for the purposes of 
this paragraph to be the mid-point of the applica- 
ble range of remuneration for the pay period, as 
provided for in Schedule I, in which that payment 
falls, made in the pay period by the maximum 
number of such pay periods in that year; 


(d) if the employee is not resident in Canada at 
the time of the payment, no personal credits will 
be allowed for the purposes of this subsection and 
if the employee is resident in Canada at the time 
of the payment, the employee’s personal credits 
for the year shall be established as, where they 
fall within a range of amounts recorded on the re- 
turn for the year referred to in subsection 107(1) 
that is in respect of - 


(1) one of claim codes 2 to 10 on that return, 
the midpoint of the applicable range, or 


(ii) claim code 1 on that return, the amount 
determined for the year under paragraph (a) of 
the definition “personal credits” in subsection 
100(1); 
(e) an amount (in this subsection referred to as 
the “notional tax for the year’’) shall be computed 
in respect of that employee by 


(i) calculating the amount of tax payable for 
the year, as if that amount were calculated 
under subsection 117(2) of the Act and ad- 
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justed annually pursuant to section 117.1 of 
the Act, on the amount determined in accor- 
dance with paragraph (c) as if that amount 
represented the employee’s amount taxable 
for that year, 


and deducting the aggregate of 


(ii) the amount determined in accordance with 
paragraph (d) multiplied by the appropriate 
percentage for the year, 
(iii) an amount equal to 


(A) the amount determined in accordance 
with paragraph (c) multiplied by the em- 
ployee’s premium rate for the year under 
the Unemployment Insurance Act, not ex- 
ceeding the maximum amount of, the pre- 
miums payable by the employee for the 
year under that Act, 


multiplied by 


(B) the appropriate percentage for the year, 
and 


(iv) an amount equal to 


(A) the product obtained when the differ- 
ence between the amount determined in 
accordance with paragraph (c) and the 
amount determined under section 20 of the 
Canada Pension Plan for the year is multi- 
plied by the employee’s contribution rate 
for the year under the Canada Pension 
Plan or under a provincial pension plan as 
defined in subsection 3(1) of that Act, not 
exceeding the maximum amount of such 
contributions payable by the employee for 
the year under the plan, 


multiplied by 
(B) the appropriate percentage for the year; 


(f) the amount determined in accordance with 
paragraph (e) shall be increased by 


(i) where applicable, an additional tax of 52 
per cent of that amount as provided for in sub- 
section 120(1) of the Act, and 


(11) an amount equal to the amount that would 
be determined under subsection 180.1(1) of 
the Act for the year in respect of the employee 
if the amount determined in accordance with 
paragraph (e) were that employee’s tax paya- 
ble under Part I of the Act for that year; 
(g) where the amount of notional remuneration 
for the year is income earned in the Province of 
Quebec, the amount determined in accordance 
with paragraph (e) shall be reduced by an amount 
that is the aggregate of 


(i) the amount that is deemed to be paid under 
subsection 120(2) of the Act as if there were 
no other source of income or loss for the year, 
and 


(11) the amount by which the amount referred 
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to in subparagraph (i) is increased by virtue of 
section 27 of the Federal-Provincial Fiscal 
Arrangements Act; and 


(h) [Revoked] a 
(i) the amount to be deducted or withheld shall be 
computed by 
(i) dividing the amount of the notional tax for 
the year by the maximum number of pay peri- 


ods for the year in respect of the appropriate 
pay period, and | 


(ii) rounding the amount determined under 
subparagraph (i) to the nearest multiple of five 
cents or, if such amount is equidistant from 
two such multiples, to the higher multiple. 


History: Subpara. 102(1)(g)(Gii) amended by 1995, c. 17, subsec. 
45(2), to substitute “Federal-Provincial Fiscal Arrangements Act” 
for “Federal-Provincial Fiscal Arrangements and Federal Post- 
Secondary Education and Health Contributions Act’, in force April 
1, 1996. 


Paras. 102(1)(d) and (e) substituted by P.C. 1994-372, subsecs. 2(1) 
and (2), March 10, 1994, Canada Gazette, Part I, March 23, 1994, 
effective January 1, 1993. 
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Cls. 102(1)(e)Gii)(A), (iv)(A) amended, para. (h) revoked by P.C. 
1992-2347, subsecs. 1(1) to (3), November 19,1992, Canada Ga- 
zette, Part II, December 2, 1992, effective January 1, 1992. 


Cl..102(1)(e)Gii)(A) amended by P.C. 1992-291, subsec. 1(1), Feb- 
ruary 20, 1992, Canada Gazette, Part Il, March 11, 1992, effective 
as of July 1,,1991. 


Cl. 102(1)(e)Gv)(A).amended by P.C. 1991-1643, subsec. 1(1), Sep- 
tember 5, 1991, Canada Gazette, Part I, September 25, 1991, effec- 
tive January 1, 1991. 


Cl. 102(1)(e)(iv)(A) amended by P.C. 1991-732, subsec. 1(1), April 


18, 1991, Canada Gazette, Part Il, May 8, 1991, effective January 


11990: 


Para. 102(1)(c), subpara. (1)(f)(i), and that portion of para. (1)(g) 
preceding subpara. (i) amended by P.C. 1991-230, subsecs. 1(1) to 
(3), February 14, 1991, Canada Gazette, Part II, February 27, 1991, 
effective July 1, 1989. 


Subpara. 102(1)(e)Gv) amended by P.C. 1990-432, subsec. 1(1), 
March 8, 1990, Canada Gazette, Part Il, March 28, 1990, effective 
January 1, 1989. 

Paras. 102(1)(d) to (4) substituted for 102(1)(d) to (g) by P.C. 1989- 


2105, subsec. 2(1), October 19, 1989, Canada Gazette, Part II, No- 
vember 8, 1989, effective July 1, 1988. 


Subpara. 102(1)(f)Gi1) substituted by P.C. 1988-1041, subsec. 1(1), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective 
commencing January 1, 1987. 


- Subpara. 102(1)(g)(ii) substituted by P.C. 1988-1041, subsec. 1(2), 


June 2, 1988, Canada Gazette, Part Il, June 22, 1988, effective 
commencing January 1, 1988. 


Subpara. 102(1)(g)Gii) substituted by P.C. 1987-1478, subsec. 2(1), 
July 30, 1987, Canada Gazette, Part Il, August 19, 1987, effective 
from January 1, 1987. 


Subpara. 102(1)(f)(iii) substituted by P.C. 1986-1345, subsec. 2(1), 
June 5, 1986; Canada Gazette, Part Il, June 25, 1986, applicable to 
the 1986 taxation year. . 


Cl. 102(1)(f)Gv)(A) substituted by P.C. 1986-1345, subsec. 2(2), 
June 5, 1986, Canada Gazette, Part II, June 25, 1986, effective 
commencing January 1, 1981. 


Subpara. 102(1)(g)(iii) substituted by P.-C. 1986-1345, subsec. 2(3), 
June 5, 1986, Canada Gazette, Part II, June 25, 1986, effective 
commencing January 1, 1986. 


Cl. 102(1)(f)(iv)(B) amended by P.C. 1985-1645, s. 1, May 16, 
1985, Canada Gazette, Part II, May 29, 1985, effective from April 
1, 1983. 


Subpara. 102(1)(g)(iii) substituted by P.C. 1985-1645, May 16, 
1985, subsec. 2(1), Canada Gazette, Part II, May 29, 1985, effective 
January 1, 1984 except that, in its application to the period from 
January 1, 1984 to December.31, 1984, references to “$12,470” 
shall be read as references to “$11,920”. 


Para. 102(1)(d) substituted by P.C. 1984-3916, December 6, 1984, 
Canada Gazette, Part Il, December 26, 1984. 


Para. 102(1)(d) substituted by P.C. 1984-3684, subsec: 1(1), No- 
vember 15, 1984, Canada Gazette, Part Il, November 28, 1984, ef- 
fective from January 1, 1984. 


Subpara. 102(1)(f)(iii) substituted, subpara. 102(1)(f)(v) added by 
P.C. 1984-3684, subsecs. 1(2) and (3), November 15, 1984, Canada 
Gazette, Part Il, November 28, 1984, effective from January 1, 
1984. 


Subpara. 102(1)(f)(i) substituted by P.C. 1983-2717, subsec. 2(1), 
September 1, 1983, Canada Gazette, Part Il, September 14, 1983, 
effective from January 1, 1983. 

All that portion of subpara. 102(1)(g)(iii) preceding clause (A) sub- 
stituted by P.C. 1983-2717, subsec. 2(2), September 1, 1983, Can- 
ada Gazette, Part II, September 14, 1983, effective from January ie 
1983. 
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Subparas. 102(1)(f)(i) to (iii) ‘substituted by P.C. 1983-1137, s. 2, 
April 14, 1983, Canada Gazette, Part II, April 27, 1983,:effective 
from January 1, 1982. 

All that portion of subpara. 102(1)(g)(ii) preceding clause (A) sub- 
stituted by P.C. 1983-1137, subsec. 2(2), April 14, 1983, Canada 
Gazette, Part Il, April 27, 1983, effective from January 1, 1982. 


Subsecs. 102(1) substituted by P.C. 1981-1557, s. 3, June 11, 1981, 
Canada Gazette, Part II, June 24, 1981, effective January 1, 1981. 


Remission Orders: [Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec). 


(2) Where an employee has elected pursuant to sub- 
section 107(2) and has not revoked such election, the 
amount to be deducted or withheld by the employer 
from any payment of remuneration (in this subsec- 
tion referred to as the “payment’”) that is 


(a) a payment in respect of commissions or is a 
combined payment of commissions and salary or 
wages, or 


(b) a payment in respect of salary or wages where 
that employee receives a combined payment of 
commissions and salary or wages, 


made to that employee in his taxation year where he 
reports for work at an establishment of the employer 
in a province, in Canada beyond the limits of any 
province or outside Canada, shall be determined for 
each payment in accordance with the following 
rules: 


(c) the amount of that employee’s total remunera- 
tion in respect of the year as recorded by him on 
the form referred to in subsection 107(2) (in this 
subsection referred to as “the form”) shall be 
determined; 


(d) the amount of that employee’s personal cred- 
its and expenses in respect of the year as recorded 
by that employee on the form shall be determined 
as the aggregate of 


(i) the amount that is either 


(A) the employee’s estimated deductions 
for that year, or 


(B) the employee’s total actual deductions 
under any of paragraphs 8(1)(f), (h), (h.1), 
(i) and (j) of the Act for the immediately 
preceding year, and 


(ii) the amount determined by the formula 


ies 
(A -B) x > 


where 


A is the amount determined under paragraph 
(a) of the definition “‘personal credits’ in 
subsection 100(1), 


B is the amount referred to in paragraph 
118(1)(c) of the Act, 


C is the appropriate percentage for the year, 
and 
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D is 

(A) 17 per cent, where the amount of 
the employee’s total remuneration for 
the year, less the employee’s expenses 
for the year as determined. under sub- 
paragraph (i), does not exceed the 
amount taxable referred to in paragraph 
117(2)(a) of the Act, as adjusted annu- 
ally pursuant to section 117.1 of the 
Act, 


(B) 26 per cent, where the amount of 
the employee’s total remuneration for 
the year, less the employee’s expenses 
for the year as determined under sub- 
paragraph (i), exceeds the amount re- 
ferred to in clause (A) but does not ex- 
ceed the amount taxable referred to in 
paragraph 117(2)(c) of the Act, as ad- 
justed annually pursuant to section 
117.1 of the Act, and 


(C) 29 per cent, where the amount of 
the employee’s total remuneration for 
the year, less the employee’s expenses 
for the year as determined under sub- 
paragraph (i), exceeds the amount taxa- 
ble referred to in paragraph 117(2)(c) 
of the Act, as adjusted annually pursu- 
ant to section 117.1 of the Act, 


and the resulting amount shall be rounded to two 
places after the decimal, such that if the third 
digit is five or greater, the second digit will be 
increased by one, and if the third digit is less than 
five, the third digit will be dropped; 


History: The description of B in subpara. 102(2)(d)(1) amended by 
P.C. 1994-1370, subsec. 1(1), August 16, 1994, Canada Gazette, 
Part I, September 7, 1994. 


Cl. 102(2)(d)@)(B) amended by P.C. 1994-372, subsec. 2(3), March 
10, 1994, Canada Gazette, Part II, March 23, 1994, effective Janu- 
ary 1, 1993. ; 


Subpara. 102(2)(d)(ii) amended by P.C. 1992-2347, subsec. 1(4), 
November 19, 1992, Canada Gazette, Part II,.December 2, 1992, 
effective January 1, 1992. 


The description of B in subpara. 102(2)(d)(i1) amended by P.C. 
1992-291, subsec. 1(2), February 20, 1992, Canada Gazette, Part II, 
March.11, 1992, effective as of July 1, 1991. 


That portion of subpara. 102(2)(d)(ii) preceding the description of 
A, and the descriptions of C and E, amended by P.C. 1991-1643, 
subsecs. 1(2) to (4), September 5, 1991, Canada Gazette, Part Il, 
September 25, 1991, effective January 1, 1991. 


That portion of subpara. 102(2)(d)(ii) preceding the description of 
A, and the descriptions of C and E, amended by P.C. 1991-732, sub- 
secs. 1(2) to (4), April 18, 1991, Canada Gazette, Part II, May 8, 
1991, effective January 1, 1990. 


Subpara. 102(2)(d)(Gii) amended by P.C. 1990-432, subsecs..1(2) to 
(4), March 8, 1990, Canada Gazette, Part Il, March 28, 1990, to 
substitute the formula and the descriptions of C and\E, effective 
January 1, 1989. 


Para. 102(2)(d) substituted by P.C. 1989-2105, subsec. 2(2), Octo- 
ber 19, 1989, Canada Gazette, Part Il, November 8, 1989, effective 
July 1, 1988. 
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Subpara. 102(2)(d)(ii), substituted and subpara. 102(2)(d)(iii)' re- 
voked by P.C. 1984-3684, subsec. 1(4), November 15, 1984, Can- 
ada Gazette, Part Il, November 28, 1984, effective from January 1, 
1984. 


Cl. 102(2)(d)()(B). substituted by P.C. 1983-1137, subsec. 2(3), 
April 14,1983, Canada Gazette, Part II, April 27, 1983, effective 
from January 1, 1982. 


(e) where the amount determined under para- 
graph (c) in respect of that employee for the year 
falls within a range of remuneration provided for 
in section 2 of Schedule I, an amount (in this sub- 
section referred to as the “notional net remunera- 
tion for the year”) shall be calculated in respect 
of that employee by deducting from the mid- 
point of that range the greater of 


(i) where the amount of that employee’s per- 
sonal credits and expenses for the year deter- 
mined under paragraph (d) falls within a range 
of personal credits and expenses provided for 
in section 3 of Schedule I, the mid-point of 
that range, and 


(ii) where the amount of that employee’s per- 
sonal credits and expenses for the year deter- 
mined under paragraph (d) is less than $1,500, 
$1,500; 


(f) an amount (in this subsection referred to as the 
“notional tax for the year’’) shall be calculated in 
respect of that employee by using the formula 


= {(B4:C+ D).xE).+(F +G)- 
where 


A. is the amount of tax payable for the year, cal- 
culated as if that amount of tax were com- 
puted under subsection 117(2) of the Act and 
adjusted annually pursuant to section 117.1 of 
the Act, on the amount that would be deter- 
mined in accordance with paragraph (e) if par- 
agraph (d) were read without reference to sub- 
paragraph (ii) thereof, as if that amount 
represented the employee’s amount taxable 
for that year, 


B is the amount referred to in paragraph 
118(1)(c), of the Act, 


C is the mid-point of the range of remuneration 

’ referred to in paragraph (e) multiplied by the 
employee’s premium rate for the year under 
the Unemployment Insurance Act, not exceed- 
ing the maximum amount of the premiums 
payable by the employee for the year under 
that Act, 


D is the mid-point of the range of remuneration 
referred to in paragraph (e) less the amount 
for the year determined under section 20 of 
the Canada Pension Plan multiplied by the 
employee’s contribution rate for the year 
under that Act or under a provincial plan as 
defined in section 3 of that Act, not exceeding 
the maximum amount of such contributions 
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payable by the employee for the year under 
the plan, 


E is the appropriate percentage for the year, 


F is, where applicable, an additional tax of 52 
per cent of that amount as provided for in sub- 
section 120(1) of the Act, 


G is an amount equal to the amount that would 
be determined under subsection 180.1(1) of 
the Act with respect to the employee if the 
amount that would be the notional tax for the 
year for the employee were determined with- 
out reference to the elements F, G and H in 
this formula and that tax were that employee’s 
tax payable under Part I of the Act for that 
year, and 


H_ is, where the amount of notional net remuner- 
ation for the year is income earned in the 
Province of Quebec, an amount Reelin to the 
aggregate of 


(i) the amount that would bs deemed to 
have been paid under subsection 120(2) of 
the Act with respect to the employee if the 
notional tax for the year for the employee 
were determined without reference to the 
elements F, G and H in this formula and if 
that tax were that employee’s tax payable 
under Part I of the Act for that year, as if 
there were no other source of income or 
loss for the year, and 


(ii) the amount by which the amount re- 
ferred to in subparagraph (1) is increased 
by virtue of section 27 of the Federal-Pro- 
vincial Fiscal Arrangements Act; 


History: Subpara. 102(2)(Gi) amended by 1995, c. 17, subsec. 
45(2), to substitute “Federal-Provincial Fiscal Arrangements Act’ 
for ‘“Federal-Provincial Fiscal Arrangements and Federal. Post- 
Secondary Education and Health Contributions Act’, in force April 
11996: 


The description of B in para. 102(2)(f) amended by P.C. 1994-1370, : 
subsec. 1(2), August 16, 1994, Canada Gazette, Part II, September 
7, 1994. 


Paras. 102(2)(e), (f) amended by P.C. 1992-2347, subsec: 1(5), No- 
vember 19, 1992, Canada Gazette, Part Il, December 2, 1992, ef- 
fective January 1, 1992. 


Cl. 102(2)(f)Gi)(A) amended by P.C. 1991-230, subsec. 1(4), Febru- 
ary 14, 1991, Canada Gazette, Part Il, February 27, 1991, effective 
July 1, 1989. 

Subparas. 102(2)(f)(i) to (iv) substituted for (i) to Gv). by P.C. 1982- 
2105, subsec. 2(3), October 19, 1989, Canada Gazette, Part II, No- 
vember 8, 1989, effective July 1, 1988. 

Subpara. 102(2)(f)Gii) substituted by P.C. 1988-1041, subsec. 1(3), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective 
commencing January 1, 1987. 

Subpara. 102(2)(f)Gii) substituted by P.C. 1986-1345, subsec. 2(4), 
June 5, 1986, Canada Gazette, Part II, June 25, 1986, applicable to 
the 1986 taxation year. 

Cl. 102(2)(f)(iv)(B) amended ‘by P.C. 1985-1645, s. 1, May 16, 
1985, Canada Gazette, Part Il, May 29, 1985, effective from April 
1, 1983. 


Subpara. 102(2)(f)(iii) substituted and subpara. 102(2)(f)(v) added! 
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by P.C. 1984-3684, subsecs. 1(5), (6), November 15, 1984, Canada 
Gazette, Part II, November 28, 1984, effective from January 1, 
1984. 

Subpara. 102(2)(f)() substituted by P.C. 1983-2717, s. 3, Septem- 
ber 1, 1983, Canada Gazette, Part II, September 14, 1983, effective 
from January 1, 1983. 


Subparas. 102(2)(f)(i) to (iii) substituted by P.C. 1983-1137, subsec. 

2(4), April 14, 1983, Canada Gazette, Part II, April 27, 1983, effec- 

tive from January 1, 1982. 
(g) that employee’s notional rate of tax for a year 
shall be expressed as a decimal fraction and cal- 
culated by dividing the amount of the notional tax 
for the year by the mid-point of the range of re- 
muneration referred to in paragraph (e) in respect 
of that employee and where the quotient results in 
more than two digits after the decimal in the deci- 
mal fraction 


(i) the second. digit shall be rounded to the 
nearest multiple of one hundredth, and 


(ii) where the third digit is equidistant from 
two such multiples, the second digit shall be 
rounded to the higher thereof; and 
History: That portion of para. 102(2)(g) preceding subpara. (i) 
amended by P.C. 1992-2347, subsec. 1(6), November 19, 1992, 


Canada Gazette, Part Il, December 2, 1992, effective commencing 
January 1, 1992. 


(h) the amount to be deducted or withheld in re- 
spect of any payment made to that employee shall 
be determined by multiplying the payment by the 
appropriate decimal fraction determined pursuant 
to paragraph (g). 

Remission Orders: Jncome Earned in Quebec Income Tax Re- 


mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec). 


(3) [Revoked] 


History: Subsec. 102(3) revoked by P.C. 1989-2105, subsec. 2(4), 
October 19, 1989, Canada Gazette, Part II, November 8, 1989, ef- 
fective July 1, 1988. 


Subpara. 102(3)(f)(iii) substituted by P.C. 1988-1041, subsec. 1(4), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective 
commencing January 1, 1987. 


Subpara. 102(3)(a)(11) substituted by P.C. 1987-1478, subsec. 2(2), 
July 30, 1987, Canada Gazette, Part II, August 19, 1987, effective 
from January 1, 1986. 


Subpara. 102(3)(f)(ii) substituted by P.C. 1986-1345, subsec. 2(5), 
June 5, 1986, Canada Gazette, Part Il, June 25, 1986, applicable to 
the 1986 taxation year. \ 


Para. 102(3)(a) substituted by P.C. 1985-1645, May 16, 1985, sub- 
sec. 2(2), Canada Gazette, Part II, May 29, 1985, effective January 
1, 1985. 


Para. 102(3)(d) substituted by P.C. 1985-1645, May 16, 1985, sub- 
sec. 2(3), Canada Gazette, Part II, May 29, 1985, effective January 
1, 1985. 


Cl. 102(3)(MGv)(B) amended by P.C. 1985-1645, s. 1, May 16, 
1985, Canada Gazette, Part II, May 29, 1985, effective from April 
1, 1983. 


Subpara. 102(3)(d)(@i) substituted by P.C. 1984-3684, s. 1, Novem- 
ber 15, 1984, Canada Gazette, Part Il, November 28, 1984, effec- 
tive from January 1, 1984. 


Subpara. 102(3)(f)(ii) substituted and subpara. 102(3)(f)(v) added 
by P.C. 1984-3684, s. 1, November 15, 1984, Canada Gazette, Part 
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II, November 28, 1984, effective from January 1, 1984. 


Para. 102(3)(a) substituted by P.C. 1983-2717, subsec. 4(1), Sep- 
tember 1, 1983, Canada Gazette, Part Il, September 14, 1983, effec- 
tive from January 1, 1983. 


Subpara. 102(3)(f)(i) substituted by P.-C. 1983-2717, subsec. 4(2), 
September 1, 1983, Canada Gazette, Part Il, September 14, 1983, 
effective from January 1, 1983. 


Para. 102(3)(a) substituted by P.C. 1983-1137, subsec: 2(5), April 
14,1983, Canada Gazette, Part Il, April 27, 1983, effective from 
January 1, 1982. 


Subparas. 102(3)(f)(i) to (iii) substituted by P.C..1983-1137, subsec. 
2(6), April 14, 1983, Canada Gazette, Part II, ae 27, 1983, effec- 
tive from January 1, 1982. 


Subsecs. 102(2), (3) substituted by P.C. 1981- 1557, siSjiJune 11, 
1981, Canada Gazette, Part I, June 24, 1981, effective January 1, 
1981. 


(4) [Revoked] 


History: Subsec. 102(4) revoked by P.C. 1981-1557, -s. 3, June 11, 
1981, Canada Gazette, Part II, June 24, 1981, effective January 1, 
1981. 


(5) Notwithstanding subsections (1) and (2), no 
amount shall be deducted or withheld in the year by 
an employer from a payment of remuneration to an 
employee in respect of commissions earned by the 
employee in the immediately preceding year where 
those commissions were previously reported by. the 
employer as remuneration of the employee in respect 
of that year on an information return. 

History: Subsec. 102(5) substituted by P.C. 1989-2105, subsec. 


2(5), October 19, 1989, Canada Gazette, Part Il, November 8, 1989, 
effective July 1, 1988. 


Subsec. 102(5) added by P.C. 1980-3375, s. 2, December 11, 1980, 
Canada Gazette, Part Il, December 24, 1980, in force January 1, 
1981. 


(6) [Revoked] 


History: Subsec. 102(6) revoked by P.C. 1983- 1137, subsec. 2(7), 
April 14, 1983, Canada Gazette, Part Il, April 27, 1983, effective 
from January 1, 1982. 


Subsec. 102(6) added by P.C. 1980-3375, s. 2, December 11, 1980, 
Canada Gazette, Part Il, December 24, 1980, in force January 1, 
1981. 


103. Non-periodic payments — (1) ‘Where a 
payment in respect of a bonus or retroactive increase 
in remuneration is made by an employer to an em- 
ployee whose total remuneration from the employer 
(including the bonus or retroactive increase) may 
reasonably be expected not to exceed $5,000 in the 
taxation year of the employee in which the payment 
is made, the employer shall deduct or withhold, in 
the case of an employee who reports for work at an 
establishment of the employer 


(a) in Newfoundland, 103/172 of 15 per cent, 


(b) in Prince Edward Island, 206/325 of 15 per 
cent, 


(c) in Nova Scotia, 206/325 of 15 per cent, 
(d) in New Brunswick, 103/167 of 15 per cent, 
(e) in Quebec, 10 per cent, 
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(f) in Ontario, 103/152 of 15 ‘per cent, 

”'(g) in Manitoba, 103/168 of 15 per cent, 

3 (h). in Saskatchewan, 103/172 of 15 per cent, 
(i) in Alberta, 103/152 of 15 per cent, 
(j) in British Columbia, 103/154 of 15 per cent, 


(k) in the Yukon Territory, 103/154 of 15 per 
cent for the payments made during the period be- 
ginning om July 1, 1993 and ending on December 
31, 1993, and, after that period, ety of 15 per 
cent, 


(1) in. the Northwest Territories, 103/ 148 of 15 per 
cent, oT “r, 


(m) in Canada Devout the limits off any province 
- or outside Canada, 15: per: cent, 


of such payment in lieu of the amount determined 
under section 102. 


History: Paras. 103(1)(f), and (j) amended: by, P:C. 1997-290, sub- 
secs. 1(1), (2), March 4, 1997, Canada Gazette, Part I}, March 19, 
1997, effective from January 1, 1997. 


Paras. 103(1)(f) and (i) amended by P.C. 1996-1557, subsecs. 1(1), 
(2); October 8, 1996, ‘Canada Gazette, Part II, October 30, 1996, 
effective from July 1, 1996. 


Para. 103(1)(h) amended_by P.C. 1996-500, subsec. 1(1), April 16, 
1996, Canada Gazette, Part II, oe 1, 1996, effective commincing 
July 1, 1995: 


Paras. 103(1)(d), (f) and (k) amended by P.C: 1994-1370, subsecs. 
2(1) to.(3), August 16, 1994, Canada Gazette, Part II, September 7, 
1994, effective from July 1, 1993. 


Paras. 103(1)(a) to (d) and (f) to (1) amended by P.C. 1994-372, 
subsecs. 3(1), (2), March 10, 1994; Canada Gazette, Part II, March 
23, 1994, effective from January 1, 1993. 


Paras. 103(1)(a) to (d) and (f) to (1) amended by P.C.. 1993-1552, 
July 21, 1993, Canada Gazette, Jes i August 11, 1993, effective 
from July 1, 1992. 


Para. 103(1)(b) amended by P-C. 1992-2347, subsec: 2(1), Novem- 
ber 19, 1992, Canada Gazette, Part 1 December 2, 1992, effective 
January 1, 1992. 


Para. 103(1)(b) amended by P.C. 1992-291, subsec. 2(1), February 
20, 1992; Canada Gazette, Part IL, March 11, 1992, effective as of 
July. 1, 199A. 


Paras. 103(1)(c), (1) amended by P.C. 1991- 1643, subsec. 2(1), Sep- 
tember 5, 1991, Canada Gazette, Part II, September D>-t991 , effec- 
tive commencing January 1, 1991. 


Paras. 103(1)(a), (f) (g). amended effective January 1, 1990, (c), (1) 
amended effective July 1, 1990, by. P.C. 1991-732, subsecs..2(1) to 
(4), April 18, 1991, Canada Gazette, Part II, May 8, 1991. 


Paras. 103(1)(a) to (d) and (f) to (J) substituted by P.C. 1991-230, 
subsecs. 2(1) and (2), February 14, 1991, Canada Gazette, Part II, 
February 27, 1991, effective July 1, 1989. 


Paras. 103(1)(b), (f) and (i) substituted by P.C. 1990-432, subsecs. 
2(1)° to (3), March 8, 1990, Canada Gazette, Part II, March 28, 
1990, effective January 1, 1989. 


Paras. 103(1)(b), (d), (f), G@) substituted by P.C. 1989-2105, subsecs. 
3(1) to (4), October 19, 1989, Canada Gazette, Part Il, November 8, 
1989, effective July 1, 1988. 


Paras. 103(1)(i) and (j) substituted by P.C. 1988-1041, subsec. 2(1), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective Jan- 
uary 1, 1988. 


Paras. 103(1)(g) to (j) substituted by P.C. 1988-309, subsec. 1(1), 
February 25, 1988, Canada Gazette, Part II, March 16, 1988, effec- 
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tive July 1, 1987. 


Para. 103(1)(b) substituted by P.C. 1987-1478, subsec. 3(1), July 
30, 1987,-Canada Gazette, Part II, pneust 4 19,.1987, effective Janu- 
ary 1, 1987. 


Paras. 103(1)(a) to (d) and (f) to (J) sibertated by P.C. 1987-827, 


subsecs. 1(1) and (2), April 30, 1987, Canada Gazette, Part II, May 
13, 1987, effective July 1, 1986. . 


Paras. 103(1)(f) and (j) substituted by P.C. 1986-1345, subsecs. 3(1) 
and 3(2), June 5, 1986, Canada Gazette, Part II, June 25, 1986, ef- 
fective January 1, 1986. 


Para. 103(1)(h): substituted by P.C.-1985-2956, subsec..1(1), Octo- 
ber 3,.1985, Canada Gazette, Part I, October: 16, 1985, effective 
July 1, 1985. 


Paras. 103(1)(d), (i), (k) substituted - P.C, 1984- 3684, subsecs. 
2(1) to (3), November 15, 1984, Canada Gazette, Part Il, November 
28, 1984, effective January 1, 1984. . 


Paras. 103(1)(d) and (k) substituted by P.C. 1984-775, subsecs: 1(1) 
and (2), March 8; 1984, Canada Gazette, Part II, March 21, 1984, 


effective July 1, 1983. 


Paras. 103(1)(c) and (d), substituted by P.C. 1983-2717, subsec. 
5(1), September 1, 1983, Canada Gazette, Part II, September 14, 
1983, effective January 1, 1983. 


Paras. 103(1)(a), (c) and (d) substituted by P.C- 1983-1195, subsecs. 
1(1) and 1(2), April 21, 1983, Canada Gazette, Part II, May 11, 
1983, effective July 1, 1982. ~ 


Paras. 103(1)(a) to (d), (f) to (1) substituted by P.C. 1983-1137, sub- 
secs. 3(1) and 3(2), April 14, 1983, Canada Cries Part Il, April 
27, 1983, effective from January 1, 1982. 


Paras. 103(1)(f), (h); (k)—-(m) substituted by P.C. 1981-1557, sub- 
secs. 4(1)-(3), June 11, 1981, Canada Gazette, Part I, June .24, 
1981, paras. 103(1)(f), (h) in force July 1, 1981, paras. 
103(1)(k)—(m) effective January t, 1981. 
Paras. 103(1)(b), (k) substituted by P.C. 1980-3375, s. 3; December 
11, 1980, Canada Gazette, Part Il, December 24, 1980, in force: Jan- 
uary 1, 1981. 


Para. 103(1)(b). substituted. by P.C. 1980-2226, s. 3, August Dil 
1980, Canada Gazette, Part II, September 10, 1980, effective un 
1, 1980. 


Para. 103(1)(j) substituted by P.C.: 1979-2622, September 2, MOFOC 
Canada Gazette, Part II, October 10, 1979, effective July 1, 1979. 


Paras. 103(1)(d), (h) substituted by P.C. 1979-1258, April 11, 1979, 
Canada Gazette, Part Il, May 9, 1979, effective January 1, 1979. 


Para. 103(1)(h) substituted by P.C. 1978-2461, August 9, 1978, 
Canada Gazette, Part Il, August 23, 1978, effective July 1, 1978. 


Para. 103(1)(g) substituted by P.C. 1978-1585, May 11, 1978, Can- 
ada Gazette, Part Il, May 24, 1978, effective March 1, 1978. 


Paras. 103(1)(d), (h), (k) substituted, para. 103(1)() added, by P.C. 
1978-1038, April 6, 1978, Canada Gazette, Part Il, April 26, 1978. 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec). 


(2) Where a payment in respect of a bonus is made 
by an employer to an employee whose total remuner- 
ation from the employer (including the bonus) may 
reasonably be expected to exceed $5,000 in the taxa- 
tion year of the employee in which the payment is 
made, the amount to be deducted or withheld there- 
from by the employer is 

(a) the amount determined under section 102 in 

respect of an assumed remuneration equal to the 
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aggregate of 
(i) the amount of regular remuneration paid by 
the employer to the employee in the pay pe- 
riod in which the remuneration is paid, and 
(ii) an amount equal to the bonus payment di- 
vided by the number of pay periods in the tax- 
ation year of the employee in which the pay- 
ment is made 
minus 
(b) the amount determined under section 102 in 
respect of the amount of regular remuneration 
paid by the employer to the employee in the pay 
period 
multiplied by 
(c) the number of pay periods in the taxation year 
of the employee in which the payment is made. 


(3) Where a payment in respect of a retroactive in- 
crease in remuneration is made by an employer to an 
employee whose total remuneration from the em- 
ployer (including the retroactive increase) may rea- 
sonably be expected to exceed $5,000 in the taxation 
year of the employee in which the payment is made, 
the amount to be deducted or withheld therefrom by 
the employer is 
(a) the amount determined under section 102 in 
respect of the new rate of remuneration 
minus . 
(b) the amount determined under section 102 in 
respect of the previous rate of remuneration 
multiplied by 


(c) the number of pay periods in respect of which 
the increase in remuneration is retroactive. 


(4) Subject to subsection (5), where a lump sum pay- 
ment is made by an employer to an employee who is 
a resident of Canada, 


(a) if the payment does not exceed $5,000, the 
employer shall deduct or withhold therefrom, in 
the case of an employee who reports for work at 
an establishment of the employer 


(i) in Newfoundland, 103/172 of 10 per cent, 


(ii) in Prince Edward Island, 206/325 of 10 
per cent, 5 


(iii) in Nova Scotia, 206/325 of 10 per cent, 


(iv) in New Brunswick, 103/167 of 10 per 
cent, 


(v) in Quebec, 5 per cent, 
(vi) in Ontario, 103/152 of 10 per cent, 
(vii) in Manitoba, 103/168 of 10 per cent, 


(viii) in Saskatchewan, 103/172 of 10 per 
cent, 


(ix) in Alberta, 103/152 of 10:per cent, 


(x) in British Columbia, 103/154 of 10 per 
cent, 
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(xi) in the Yukon Territory, 103/154 of 10 per 
cent for payments made during the period be- 
ginning on July 1, 1993 and ending on De- 
cember 31, 1993, and, after that period, 
103/153 of 10 per cent, 
(xii) in the Northwest Territories, 103/148 of 
10 per cent, or 
(xiii) in Canada beyond the limits of any prov- 
ince or outside Canada, 10 per cent, 
of such payment in lieu of the amount determined 
under section 102; 
(b) if the payment exceeds $5,000 but does not 
exceed $15,000, the employer shall deduct or 
withhold therefrom, in the case of an employee 
who reports for work at an establishment of the 
employer 
(i) in Newfoundland, 103/172 of 20 per cent, 
(ii) in Prince Edward Island, 206/325 of 20 
per cent, 
(iii) in Nova Scotia, 206/325 of 20 per cent, 
(iv) in New Brunswick, 103/167. of 20 per 
cent, 
(v) in Quebec, 10 per cent, 
(vi) in Ontario, 103/152 of 20 per cent, 
(vii) in Manitoba, 103/168 of 20 per cent, 


(viii) in Saskatchewan, 103/172 of 20 per 
cent, 


(ix) in Alberta, 103/152 of 20 per cent, 


(x) in British Columbia, 103/154 of 20 per 
cent, 
(xi) in the Yukon Territory, 103/154 of 20 per 
cent for payments made during the period be- 
ginning on July 1, 1993 and ending on De- 
cember 31, 1993, and, after that period, 
103/153 of 20 per cent, 
(xii) in the Northwest Territories, 103/148 of 
20 per cent, or 
(xiii) in Canada beyond the limits of any prov- 
ince or outside Canada, 20 per cent, 
of such payment in lieu of the amount determined 
under section 102; and 
(c) if the payment exceeds $15,000, the employer 
shall deduct or withhold therefrom, in the case of 
an employee who reports for work at an estab- 
lishment of the employer 
(i) in Newfoundland, 103/172 of 30 per cent, 


(ii) in Prince Edward Island, 206/325 of 30 
per cent, 


(iii) in Nova Scotia, 206/325 of 30. per cent, 


(iv) in New Brunswick, 103/167 of 30 per 
cent, 


(v) in Quebec, 15 per cent, 
(vi) in Ontario, 103/152 of 30 per cent, 
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(vii) in Manitoba, 103/168 of 30 per cent, 


(viii) in sa aslo ei pital of ~ per 
cent, 


(ix) in aiBerta: - 103/ 152 of 30 per cent; 


(x) in British Columbia, 103/154 of 30 per 
cent, 


(xi) in the Yukon Territory, 103/154 of 30 per 
cent for payments made during the period be- 
ginning on July 1, 1993 and ending on De- 
cember 31, 1993, and, after that period, 
103/153 of 30 per cent, 


(xii) in the Northwest Territories, dene of 
30 per cent, or 


(xiii) 1 in Canada beyond the limits of any prov- 
ince or outside Canada, 30 per cent, 


of such payment in lieu of the amount determined 
under section 102. 


History: “Subparas. 103(4)(a)(vi), (a)(x), 103(4)(b)(v1), (b)(x), and 
subpara. 103(4)(c)(vi), (c)(x) amended by P.C. 1997-290, subsecs. 
1(3) to (8), March 4, 1997, Canada Gazette, Part I]; March 19, 
1997, effective commencing January 1, 1997. 


Subparas. 103(4)(a)(vi), (a)(x),, 103(4)(b)(vi), (b)(x), and subpara. 
103(4)(c)(vi), (c)(x). amended by P.C. 1996-1557, subsecs. 1(3) to 
(8), October 8, 1996, Canada ‘Gazette, Part II, October 30, 1996, 
effective commencing July 1, 1996. 


Subpara. 103(4)(a)(viii), subpara. °103(4)(b) (viii), and subpara. 
103(4)(c)(viii), amended by P.C. 1996-500, subsecs. 1(2) to (4), 
April 16, 1996, Canada Gazette, Part II, May 1, 1996, effective 
commencing July 1, 1995.” 


Subparas. 103(4)(a)(iv), (vi) and (xi), subparas. 103(4)(b)(iv), (vi) 
and (xi), subparas. 103(4)(c)(iv), (vi) and (xi), amended by P.C. 
1994-1370, subsecs. 2(4)'to (12), August 16, 1994, Canada Gazette, 
Part II, September 7, 1994, effective from July 1, 1993. 


Subparas. (i) to (iv) and (vi) to (xi) of paras. 103(4)(a), (b)-and (c) 
amended by P.C. 1994-372, subsecs. 3(3) to (8),'March 10, 1994, 
Canada Gazette, Part II, March 23, 1994, effective from January 1, 
1993. 


Subparas. (i) to (iv) and (vi) to (xii) of paras. 103(4)(a), (b) and (c) 
amended by P.C. 1993-1552, July 21, 1993, Canada Gazette, Part 
Il, August’11, 1993, effective from July 1, 1992: \ 


Subparas.' 103(4)(a)(ii), (b)Gi), (c)Gi) amended by P.C. 1992-2347, 
subsecs. 2(2) to (4), November 19, 1992, Canada Gazette, Part II, 
December 2, 1992, effective January 1, 1992. 


Subpara. (ii) of paras. 103(4)(a), (b), (c) amended by P.C. 1992-291, 
s..2, February. 20, 1992, Canada Gazette, Part Il, March 11, 1992, 
effective July 1, 1991. 


Subparas. (iii) and (xii) of paras. 103(4)(a), (b), (c) amended by P. C. 
1991-1643, subsecs. 2(3) to (8), September 5, 1991, Canada Ga- 
zette, Part II, September 25, 1991, effective January 1, 1991. 


Subparas. (i), (vi), (vii).of paras. 103(4)(a),.(b) and.(c) amended ef- 
fective January 1, 1990, subparas. (iii), (xii) of those paras. 
amended effective July 1, 1990, by P.C. 1991-732, subsec. 2(5) to 
(16), April 18, 1991, Canada Gazette, Part II, May 8, 1991. 


Subparas. 103(4)(a)(i) to (iv) and (vi) to (xii), (4)(b)@) to, Gv) and 
(vi) to.(xii),.and (4)(c)(i) to (iv), and (vi). to. (xii) substituted by P.C. 
1991-230, subsecs. 2(3) to (8), February. 14, 1991, Canada Gazette, 
Part II, February 27, 1991, effective July 1, 1989. 


Subparas. 103(4)(a)(ii), (vi), (ix), (b)(ii), (vi), (2x), ()Gi), (vi), Gx) 
substituted by P.C. 1990-432, subsecs. 2(4) to (12), March 8, 1990, 
Canada Gazette, Part II, March 28, 1990, effective January 1, 1989. 


Subparas. 103(4)(a)(ii), (iv), (vi), (x), (b)Gi), Gv), (vi), Gx), (c)(ii), 


Reg.: 103(4) 


(iv), (vi), Gx) substituted by P.C. 1989-2105, subsecs. '3(5) to (16), 
October 19, 1989, Canada Gazette, Part Il, November 8, 1989, ef- 


fective July 1, 1988. 


Subparas. 103(4)(a)(Gx) and (x), (b)(Gix) and (x), (c)(@x) and (x) sub- 
stituted by P.C: 1988-1041, subsecs. 2(2) to (4), June 2, 1988, Can- 
ada Gazette, Part II, June 22, 1988, effective January 1, 1988. 


Subparas. 103(4)(a)(vii) to.(x), (b)(vii) to (x), (c)(vii).to (x) substi- 


_ tuted by P.-C. 1988-309, subsecs. 1(2) to (4), February 25, 1988, 


Canada Gazette, Part II, March 16, 1988, effective July 1, 1987. 


- Subparas. 103(4)(a)(i),.. (b)(4i),: (c) Gi) substituted by P.C. 1987- 


1478, subsecs. 3(2) to (4), July 30, 1987, Canada Gazette, Part II; 
August 19, 1987, effective January 1, 1987. 


| Subparas. 103(4)(a)(i) to: (iv) and (vi) to (xii), (b)(i) to (iv) and (vi) 


to (xii), and (c)(i) to (iv) and (vi) to (xii) substituted by: P.C. 1987- 
827, subsecs. 1(3) to (8), April 30, 1987, Canada Gazette, Part Il, 
May 13, 1987, effective July 1, 1986. 


Subparas. 103(4)(a)(vi), (x), (4)(b)(vi), (x), (4)\(c)\vi), (x) substi- 


_ tuted by P.C. 1986-1345, subsecs. 3(3) to 3(8), June 5, 1986, Can- 


ada Gazette, Part II; June 25, 1986, effective January 1, 1986. 


Subparas. 103(4)(a)(vili), (b)(viii), (c)(vili) substituted by P.C. 
1985-2956, subsecs. ‘1(2)-(4), October 3,.1985, Canada Gazette,’ 
Part II, October 16, 1985; effective July 1, 1985. 


Subparas. 103(4)(a)(iv), (ix), (xi), 103(4)(b)(Giv), (ix), (xi), 
103(4)(c)(v), Gx), (x1) substituted by P.C..1984-3684, subsecs. 2(4) 
to (12), November 15, 1984, Canada Gazette, Part II, November 28, 
1984, effective January 1, 1984. 


Subparas. 103(4)(a)(iv) and (xi), 103(4)(b) (iv). and (xi), 
103(4)(c)(iv) and (xi) substituted by P.C. 1984-775, subsecs. 1(3) to 
1(8), March 8, 1984, Canada Gazette, Part II, March 21, 1984, ef- 
fective July 1, 1983. 

Subparas. 103(4)(a)(iii) and (iv), 103(4)(b)Gii) and (iv), 
103(4)(c)Gii) and (iv), substituted by P.C. 1983-2717, subsecs. 5(2) 
to (4), September ,1, 1983, Canada Gazette, Part II, September 14, 
1983, effective January 1, 1983. 

Subparas. 103(4)(a)G), (ii), Gv), 10304) byG0, (iii), (av), 
103(4)(c)(i), (iii), (iv) substituted by P.C.-1983-1195, subsecs. 1(3) 
to 1(8), April 21,1983, Canada Gazette, Part II, aie 11, 1983, ef- 
fective July 1, 1982. 


Subparas. 103(4)(a)() to (iv), (vi) to (xii), 103(4)(b)(i) to (iv), (vi) 


to (xii), 103(4)(c)(i) ‘to. Giv), (vi): to (xii) substituted by P.C."1983- 


1137; subsecs. 3(3) to 3(8), April 14, 1983, Canada Gazette, Part II, 
April 27, 1983, effective January 1, 1982. 


Subparas. 103(4)(a)(vi), (viii), (xi)-(xiii), (b)(vi), (vill), Qi)—Cxiii), 
(c)(vi), (viii), (xi)-(xili) substituted by P.C. 1981-1557, subsecs. 
4(4)-(12), June 11, 1981, subparas. 103(4)(a)(vi); (viii), (b)(vi), 
(viii); (c)(vi), (viii). in force. July 1, 1981, . subparas. 
103(4)(a)(xi)-(xiii), (b)(xi)—(xiii), (c)(xi)—-(xiii) effective January 1, 
1981. 


Subparas. 103(4)(a)Gi), (xi); (b)Gi), (xi); (c)(ii), (xi) substituted by 
P.C. 1980-3375, s. 3(3)(8), December 11, 1980, Canada Gazette, 
Part Il, December 24, 1980, in force January 1, 1981. 


Subparas. 103(4)(a)(ii), (b)(ii), (c)G@i) substituted by P.C. 1980- 
2226, s. 3, August 27, 1980, Canada Gazette, Part II, September 10, 
1980, effective July 1, 1980. 


Subparas. .103(4)(a)(x), (b)(x),. (¢)(x),. substituted by P.C, .1979- 
2622, September 27, 1979,. Canada Gazette, Part II; October 10, 
1979, effective July 1, 1979. 


_ Subparas, 103(4)(a)(iv), (viii), (b)(iv); (viii), (c)Gy), (viii), substi- 


tuted by P.C. 1979-1258, April 11, 1979, Canada, Gazette, Part Il, 
May 9, 1979, effective January. 1, 1979. 

Subparas. 103(4)(a)(viii), (b)(viii), (c)(viii), substituted by P.C. 
1978-2461, August 9, 1978, Canada Gazette, Part II, sid 23, 
1978, effective July 1, 1978. 


Subparas. 103(4)(a)(vii), (b)(vii), (c)(vii), substituted by P.C. 1978- 
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1585, May 11, 1978, Canada Gazette, Part Il, May 24, 1978, effec- 
tive March 1, 1978. 

Subparas. 103(4)(a)(iv), (viii), (xi), (b)(iv), (viii), (xi), (c)(iv), (viii), 
(xi) substituted, subparas. 103(4)(a)(xii), (b)(xii), (c)(xii) added, by 
P.C. 1978-1038, April 6, 1978, Canada Gazette, Part II, April 26, 
1978. 


All that portion of subsection 103(4) preceding para. (a) substituted 
by’ P.C. 1977-3520, December 15, 1977, Canada Gazette, Part Il, 
January 11, 1978, effective January 1, 1978. 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec). 


Forms: T1036: Applying to withdraw an amount under the Home 
Buyers’ Plan. 


(5) Where the payment referred to in subsection (4) 
would be pension income or qualified pension in- 
come of the employee in respect of which subsection 
118(3) of the Act would apply if the definition “pen- 
sion income” in subsection 118(7) of the Act were 
read without reference to subparagraphs (a)(ii) and 
(iii) thereof, the payment shall be deemed to be the 
amount of the payment minus 


(a) where the payment does not exceed the 
amount taxable referred to in paragraph 117(2)(a) 
of the Act, as adjusted annually pursuant to sec- 
tion 117.1 of the Act, the lesser of $1,000 and the 
amount of the payment; 


(b) where the payment exceeds the amount re- 
ferred to in paragraph (a) but does not exceed the 
amount taxable referred to in paragraph 117(2)(c) 
of the Act, as adjusted annually pursuant to sec- 
tion 117.1 of the Act, $654; and 


(c) where the payment exceeds the amount taxa- 
ble referred to in paragraph 117(2)(c) of the Act, 
as adjusted annually pursuant to section 117.1 of 
the Act, $586. 
History: Paras. 103(5)(a) to (c) amended by P.C. 1992-2347, sub- 
sec. 2(5), November 19, 1992, Canada Gazette, Part II, December 
2, 1992, effective January 1, 1992. 
Paras. 103(5)(a) to (c) amended by P.C. 1991-1634, subsec. 2(9), 
September 5, 1991, Canada Gazette, Part II, September 25, 1991, 
effective commencing January 1, 1991. 
Paras. 103(5)(a) to (c) amended by P.C. 1991-732, subsec. 2(17), 
April 18, 1991, Canada Gazette, Part II, May 8, 1991, effective Jan- 
uary 1, 1990. 
Paras. 103(5)(a), (b), (c) substituted by P.C. 1990-432, subsec. 
2(13), March 8, 1990, Canada Gazette, Part II, March 28, 1990, 
effective January 1, 1989. 
Subsec. 103(5) substituted by P.C. 1989-2105, subsec. 3(17), Octo- 
ber 19, 1989, Canada Gazette, Part Il, November 8, 1989, effective 
July 1, 1988. 
That portion of subsec. 103(5) preceding para. (a) substituted by 
P.C. 1987-2250, subsec. 2(1), November 6, 1987, Canada Gazette, 
Part II, November 25, 1987. 
That portion of subsec. 103(5) preceding paragraph (a) substituted 
by P.C. 1983-2717, subsec. 5(5), September 1, 1983, Canada Ga- 
zette, Part Il, September 14, 1983, effective January 1, 1983. 


(6) For the purposes of subsection (4), a “lump sum 
payment” means a payment that is 


(a) a payment described in subparagraph 


Income Tax Regulations 


40(1)(a)(i) or iii) or paragraph 40(1)(c) of the Jn- 
come Tax Application Rules, 


(b) a payment under a deferred profit sharing plan 
or a plan referred to in section 147 of the Act as a 
“revoked plan”, except a payment referred to in 
subparagraph 147(2)(k)(v) of the Act, 


(c) a payment made during the lifetime of an an- 
nuitant referred to in subparagraph 146(1)(a)(i) 
[146(1)“‘annuitant’’(a)] of the Act out of or under 
a registered retirement savings plan of that annui- 
tant, other than 


(i) a periodic annuity payment, or 


(ii) a payment made by a person who has rea- 
sonable grounds to believe that the payment 
may be deducted under subsection 146(8.2) of 
the Act in computing the income of any 
taxpayer, 


(d) a payment out of or under a plan referred to in 
subsection 146(12) of the Act as an “amended 
plan” other than 


(1) a periodic annuity payment, or 


(ii) where paragraph 146(12)(a) of the Act ap- 
plied to the plan after May 25, 1976, a pay- 
ment made in a year subsequent to the year in 
which that paragraph applied to the plan, 


(d.1) a payment made during the lifetime of an 
annuitant referred to in paragraph 146.3(1)(a) 
[146.3(1)“‘annuitant”] of the Act under a regis- 
tered retirement income fund of that annuitant, 
other than a payment to the extent that it is in re- 
spect of the minimum amount (within the mean- 
ing assigned by paragraph 146.3(1)(b.1) 
[146.3(1)“‘minimum amount’) of the Act) under 
the fund for a year, 


(e) a retiring allowance, or 


(f) a payment of an amount as, on account or in 
lieu of payment of, or in satisfaction of, proceeds 
of the surrender, cancellation or redemption of an 
income-averaging annuity contract. 


History: Para. 103(6)(a) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part II, November 30, 1994. 


Para. 103(6)(c) substituted by P.C. 1991-2540, s. 2, December 16, 
1991, Canada Gazette, Part II, January 15, 1992, applicable in re- 
spect of payments made after 1990. 


Subparas. 103(6)(c)G@) and 103(6)(d)(i) substituted and para. 
103(6)(d.1) added by P.C. 1987-2250, subsecs. 2(2)-(4), November 
6, 1987, Canada Gazette, Part Il, November 25, 1987. 


Paras. 103(6)(a) and (e) substituted by P.C. 1983-1137, subsecs. 
3(9) and 3(10), April 14, 1983, Canada Gazette, Part II, April 27, 
1983, applicable with respect to amounts received in respect of any 
termination of an office or employment after November 12, 1981, 
except that in its application to payments made after November 12, 
1981 in respect of a termination of an office or employment that 
occurred on or before that date paragraph 103(6)(a) shall be read as 
follows: 


““(a) a payment described in subparagraphs 40(1)(a)(i) to (iii) 
or paragraph 40(1)(b) or (c) of the Income Tax Application 
Rules, 1971,” 
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and paragraph 103(6)(e) shall be read as follows: 

“(e) a termination payment paid in a single payment, or” 
Paras. 103(6){c), (d) substituted by P.C. 1980-3209, s. 2, November 
27, 1980, Canada Gazette, Part Il, December 10, 1980. 


Para. 103(6)(c) added, para. (d) (formerly (c)) substituted and para. 
(d) renumbered (f) (as amended by P.C. 1980-2226, s. 3, August 27, 
1980, Canada Gazette, Part II, September 10, 1980) by P.C. 1980- 
1735, s. 2, June 26, 1980, Canada Gazette, Part Il, July 9, 1980, 
effective June 30, 1978. 


Para. 103(6)(e) added by P.C. 1980-1366, s. 2, May 22; 1980, Can- 
ada Gazette, Part-II, June 11, 1980. 


Para. 103(6)(c) substituted by P.C. 1978-1038, April 6, 1978, Can- 
ada Gazette, Part II, April 26, 1978. 


Subsec. 103(6) substituted by P.C. 1977-3520, December 15, 1977, 
Canada Gazette, Part II, January 11, 1978. 


(7) For the purposes of subsection 153(1) of the Act, 
the amount to be deducted or withheld by a person 
shall be 50. per cent 


(a) of the contribution made by the person under 
a retirement compensation arrangement, other 
than a contribution made by the person as an em- 
ployee; or 
(b) of the payment by the person to a resident of 
Canada of an amount on account of the purchase 
price of an interest in a retirement compensation 
arrangement. 

History: Subsec. 103(7) added by P.C.. 1989-379, s. 2, March 9, 


1989, Canada Gazette, Part I, March 29, 1989, applicable in re- 
spect of amounts paid after March 27, 1987. 


104. Deductions not required — (1) No amount 
shall be deducted or withheld from a payment in ac- 
cordance with section 102 or 103 with respect to an 
employee who has filed with the employee’s em- 
ployer a return referred to in subsection 107(1) for a 
year claiming that the employee’s income from em- 
ployment for the year will be less than the claim 
amount for the year as reported on that return for the 
year. 

History: Subsec. 104(1) substituted by P.C. 1994-372, s. 4, March 
10, 1994, Canada Gazette, Part Il, March 23, 1994, effective Janu- 
ary 1, 1993. 

Subsec. 104(1) amended by P.C. 1992-2347, s. 3, November 19, 
1992, Canada Gazette, Part II, December 2, 1992, effective January 
15/4992: 


Subsec. 104(1) substituted by P.C. 1989-2105, s. 4, October 19, 
1989, Canada Gazette, Part II, November 8, 1989, effective July 1, 
1988. 


Forms: TD1: Personal tax credits return. 


(2) No amount shall be deducted or withheld from a 
payment in accordance with section 102 or 103 in 
respect of an employee who was neither employed 
nor resident in Canada at the time of payment except 
in respect of 


(a) remuneration described in subparagraph 
115(2)(e)(i) of the Act that is paid to a non-resi- 
dent person who has in the year, or had in any 
previous year, ceased to be resident in Canada; or 


(b) remuneration reasonably attributable to the 
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duties of any office or employment performed in 
Canada by a non-resident person. 
History: Subsec. 104(2) substituted by P.C. 1978-1585, May 11, 


1978; Canada Gazette, Part Il, May 24, 1978, effective March 1, 
1978. 


Interpretation Bulletins: IT-161R3: Non-residents — Exemption 
from tax deductions at source on employment income. 


(3) The amount. to be deducted or withheld from a 
payment made by a person during the lifetime of an 
annuitant referred to in paragraph (a) of the defini- 
tion “annuitant” in subsection 146(1) of the Act out 
of or under a registered retirement savings plan of 
the annuitant is nil where, at the time of the payment, 
the annuitant has certified in prescribed form to the 
person that the annuitant has entered into a written 
agreement to acquire a home and that 


(a) the annuitant intends to use the home as a 
principal place of residence in Canada within one 
year after its acquisition; 


(b) the home has not previously been owned by. 
the annuitant or the annuitant’s spouse; 


(b.1) the annuitant had no owner-occupied home 
in the period 
(i) commencing at the beginning of the fourth 
preceding calendar year ending before the 
time of the payment, and 


(ii) ending on the 31st day before the time of 
the payment; ... ; 
(b.2) the annuitant’s spouse, in the period re- 
ferred to in paragraph (b.1), had no owner-occu- 
pied home that was inhabited by the annuitant at 
any time during the marriage of the spouse and 
the annuitant; 


(c) the annuitant was resident in Canada at the 
time of the payment; and 


(d) the total amount of the payment and all other 
such payments in respect of the home to the an- 
nuitant at or before that time does not exceed 
$20,000. 


Related Provisions: Reg. 104(3.1), (4) — Interpretation. 


(3.1) For the purposes of subsection (3), an individ- 
ual shall be considered to have had an owner-occu- 
pied home at any time where the home was owned, 
whether jointly with another person or otherwise, by 
the individual at that time and inhabited by the indi- 
vidual as the individual’s principal place of resi- 
dence at that time. 


(4) For. the purposes of subsections (3) and (3.1), 
“home”? means 
(a) a housing unit; 
(b) a share of the capital stock of a cooperative 
housing corporation, where the holder of the 
share is entitled to possession of a housing unit; 
and 


(c) where the context so requires, the housing 
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unit to which a share described in paragraph (b) 
relates. 
History: That portion of subsec. 104(3) before para. (a), and 104(4) 
before para. (a) substituted, paras. (b.1) and (b.2), and subsec. (3.1) 
added, by P.C. 1994-438, March 17, 1994, Canada Gazette, Part II, 
April 5, 1994, applicable to payments made after March 1, 1994. 


Subsec. 104(3) amended by P.C. 1993-271, February 11, 1993, 
Canada Gazette, Part Il, February 24, 1993. 


Subsecs. 104(3), (4) added by P.C. 1992-480, March 19, 1992, Can- 
ada Gazette, Part II, April 8, 1992, applicable in respect of pay- 
ments made after February 25, 1992 and before March 2, 1993. 


105. Non-residents — (1) Every person paying to 
a non-resident person a fee, commission or other 
amount in respect of services rendered in Canada, of 
any nature whatever, shall deduct or withhold 15 per 
cent of such payment. 


(2) Subsection (1) does not apply to a payment de- 
scribed in the definition “remuneration” in subsec- 
tion 100(1). 

Related Provisions: Canada-U:S. tax treaty Art. X VII — Limita- 
tion on withholding re U.S. residents. 


Information Circulars: 75-6R: Required withholding from 
amounts paid to non-resident persons performing services in 
Canada. 


Forms: T4A-NR Summ: Summary of remuneration paid; T4A-NR 
Supp: Statement of fees, etc., paid to non-residents to which subsec- 
tion 105(1) of the Regulations applies. 


105.1 Fishermen’s election — (1) Notwithstand- 
ing section 100, in this section, 


“amount of remuneration” paid to a fisherman 
means 


(a) where a boat crewed by one or more fisher- 
men engaged in making a catch is owned, to- 
gether with the gear, by a person, other than a 
member of the crew, to whom the catch is to be 
delivered for subsequent sale or other disposition, 
such portion of the proceeds from the disposition 
of the catch that is payable to the fisherman in 
accordance with an arrangement under which the 
proceeds of disposition of the catch are to be dis- 
tributed (in this section referred to as a “share 
arrangement’); 


(b) where the boat or gear used in making a catch 
is owned or leased by a fisherman who alone or 
with another individual engaged under a contract 
of service makes the catch, such portion of the 
proceeds from the disposition of the catch that re- 
mains after deducting therefrom 


(1) the amount in respect of any portion of the 
catch not caught by the fisherman or the other 
individual, 

(i) the amount payable to the other individual 
under the contract of service, and 


(i11) the amount of such proportionate share of 
the catch as is attributable to the expenses of 
the operation of the boat or its gear pursuant 
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to their share arrangement; 


(c) where a crew includes the owner of the boat 
or gear (in this paragraph referred to as the 
“owner’) and any other fisherman engaged in 
making a catch, such portion of the proceeds 
from the disposition of the catch that remains  af- 
ter deducting therefrom 


(i) in the case of an owner, 


(A) the amount in respect of that portion of 
the catch not caught by the crew or an 
owner, 


(B) the aggregate of all amounts each of 
which is an amount payable to a crew 
member (other than the owner) pursuant to 
their share arrangement or to an individual 
engaged under a contract of service, and 


(C) the amount of such proportionate share 
of the catch as is attributable to the ex- 
penses of the owner’s operation of the boat 
or its gear pursuant to their share arrange- 
ment, or 


(ii) in the case of any other crew member, 
such proceeds from the disposition of the 
catch as is payable to him in accordance with 
their share arrangement; or 


(d) in any other case, the proceeds of disposition 
of the catch payable to the fisherman; 


“catch” means a catch of shell fish, crustaceans, 
aquatic animals or marine plants caught or taken 
from any body of water; 


“crew” means one or more fishermen engaged in 
making a catch; 


“fisherman” means an individual engaged in mak- 
ing a catch other than under a contract of service. 


(2) Every person paying at any time in a taxation 
year an amount of remuneration to a fisherman who, 
pursuant to paragraph 153(1)(n) of the Act, has 
elected for the year in prescribed form in respect of 
all such amounts shall deduct or withhold 20% of 
each such amount paid to the fisherman while the 
election is in force. 

History: S. 105.1 added by P.C. 1983-2717, s. 6, September 1, 


1983, Canada Gazette, Part II, September 14, 1983, effective fro 
March 30, 1983. 


106. Variations in deductions — (1) Where an 
employer makes a payment of remuneration to an 
employee in his taxation year 


(a) for a period for which no provision is made in 
Schedule I, 


(b) for a pay period referred to in Schedule I in an 
amount that is greater than any amount provided 
for therein, 


(c) whose total remuneration in respect of the 
year is greater than any amount of total remuner- 
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ation provided for in Schedule I, or 


(d) whose personal credits and estimated deduc- 


tions in respect of the year are greater than 
$58,999.99, 


the amount to be deducted or withheld by the em- 
ployer from any such payment is that proportion of 
the payment that the tax that may reasonably be ex- 
pected to be payable under the Act by the employee 
with respect to the aggregate of all remuneration that 
may reasonably be expected to be paid by the em- 
ployer to the employee in respect of that taxation 
year is of such aggregate. ‘ 


(2), (3) [Revoked] 


History [Reg. 106]: Para. 106(1)(d) Avbevidiiede by P:C. 1989- 
2105, s. 5, October 19, 1989, Canada Gazette, Part II, November 8, 
1989, effective July 1, 1988. 


Para. 106(1) \(d) substituted by P.C. 1985- 1645, May 16:4.985,:8..3; 
Canada Gazette, Part II, May 29, 1985, effective January Lol DSD. 


Para. 106(1 )(d) substituted, subsecs. 106(2) and (3) revoked by P.C. 
1984-3684, s. 3, November 15, 1984, Canada Gazette, Part II, No- 
vember 28, 1984, effective from January 1, 1984. 


Para. 106(1)(d) ‘substituted by P.C. 1983-2717, s. 7, September 1, 
1983, Canada Gazette, Part Il, September 14, 1983, effective from 
January 1, 1983. 

Para. 106(1)(d) substituted by P.C. 1983-1137, s. 4, April 14, 1983, 
Canada Gazette, Part I, April 27; 1983, effective from January 1, 
1982. 


S. 106 substituted by P.C. 1981-1557, s. 5, June 11, 1981, Canada 
Gazette, Part II, June 24, 1981, effective commencing January 1, 
1981. 


107. Employee’s returns — (1) The return re- 
quired to be filed by an employee under subsection 
227(2) of the Act shall be filed by the employee with 
the employer when the employee commences em- 
ployment with that employer and a new return shall 
be filed. thereunder. within 7 days of the date. on 
which a change occurs that may reasonably be ex- 
pected to result in a change in the employee’s per- 
sonal credits for the year. 

Related Provisions: Reg. 104 — No deduction required where 
employee claims no tax payable. 


History: Subsec. 107(1) amended by P.C. 1989-2105, subsec. 6(1), 
October 19, 1989; Canada Gazette, Part II, November 8, 1989, ef- 
fective July 1, 1988. 


Forms: TD1: Personal tax credits return. 


(2) Notwithstanding subsection (1), where, in a year, 
an employee receives payments in respect of com- 
missions or in respect of commissions and salary or 
wages, and he elects to file a prescribed form for a 
year in addition to the return referred to in that sub- 
section, that form shall be filed with his continuing 
employer on or before January 31 of the year and, 
where applicable, within one month after he com- 
mences his employment with a new employer or 
within one month of the date on which a change oc- 
curs that may reasonably be expected to result in 


(a) a change in the employee’s personal credits 
for the year, or 
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(b) a substantial CHANGE i in his estimated total re- 

muneration for the year or estimated deductions 

for the year. : 
History: Para. 107(2)(a) aycaniied hi P.C. 1989-2105, subsec. 6(2), 


October 19, 1989, Canada Gazette, Part Il, ovine 8, 1989, ef- 
fective July 1, 1988. 


Subsec. 107(2) substituted by P.C. 1981- 1557, s. 6, June 11, 1981, 
Canada Gazette, Part II, June 24, 1981, effective January 1, 1981. 


Forms: TD1X: Statement of remuneration and expenses (for use 
by commission remunerated employees). 


(3) Where, in a taxation year, an employee has 


elected to file the prescribed form referred to in sub- 
section (2) and has filed such form with his em-. 


ployer, the employee may at any time thereafter in 


the year revoke that election and such revocation is 
effective from the date that he notifies his employer 
in writing of his intention. 

Forms: TD1: Personal tax credits return. 

History: S. 107 substituted by P.C. 1980-3375, s. 5, December 11, 


1980, Canada Gazette, Part Il, December 24, 1980, in force January 
1, 1981. 


108. Remittances to Receiver General — (1) 
Subject to subsections (1.1) and (1.11), amounts de- 
ducted or withheld under ‘subsection 153(1) of the 
Act shall be remitted to the Receiver General on or 
before the 15th day of the month following the 
month in which the amounts were deducted or 
withheld. 
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(1.1) Subject to subsection (1.11), where the average 
monthly withholding amount of an employer for the 
second calendar year preceding a particular calendar 
year is 


(a) equal to or greater than $15,000 and less than 
$50,000, all amounts deducted or withheld from 
payments described in the definition “remunera- 
tion” in subsection 100(1) that are made in a 
month in the particular calendar year by the em- 
ployer shall be remitted to the Receiver General 


(i) in respect of payments made before the 
16th day of the month, on or before the 25th 
day of the month, and 


(11) in respect of payments made after the 15th 
day of the month, on or before the 10th day of 
the following month; or 


(b) equal to or greater than $50,000, all amounts 
deducted or withheld from payments described in 
the definition “remuneration” in subsection 
100(1) that are made in a month in the particular 
calendar year by the employer shall be remitted 
to the Receiver General on or before the third 
day, not including a Saturday or holiday, after the 
end of the following periods in which the pay- 
ments were made, 


(i) the period beginning on the first day and 
ending on the 7th day of the month, 

(ii) the period beginning on the 8th day and 
ending on the 14th day of the month, 

(111) the period beginning on the 15th day and 
ending on the 21st day of the month, and 
(iv) the period beginning on the 22nd day and 
ending on the last day of the month. 


(1.11) Where an employer referred to in paragraph 
(1.1)(a) or (b) would otherwise be required to remit 
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in accordance with that paragraph the amounts with- 
held or deducted under subsection 153(1) of the Act 
in respect of a particular calendar year, the employer 
may elect to remit those amounts 


(a) in accordance with subsection (1), if the aver- 
age monthly withholding amount of the employer 
for the calendar year preceding the particular cal- 
endar year is less than $15,000 and the employer 
has advised the Minister that the employer has so 
elected; or 


(b) if the average monthly withholding amount of 
the employer for the calendar. year preceding the 
particular calendar year is equal to or greater than 
$15,000 and less than $50,000 and the employer 
has advised the Minister that the employer has so 
elected, 


(i) in respect of payments made before the 
16th day of a month in the particular calendar 
year, on or before the 25th day of the month, 
and 


(ii) in respect of payments made after the 15th 
day of a month in [the] particular calendar 
year, on or before the 10th day of the follow- 
ing month. 
History: Subsecs. 108(1) and (1.1) amended, and (1.11) added, by 
P.C. 1993-321, February 23, 1993, Canada Gazette, Part Il, March 


10, 1993, applicable in respect of amounts deducted or withheld 
from payments made after March 10, 1993. 


Subsec. 108(1.1) substituted by P.C. 1989-2390, December 7, 1989, 
Canada Gazette, Part Il, December 20, 1989, applicable in respect 
of amounts deducted or withheld from payments made after 1989. 


Subsec. 108(1.1) added by P.C. 1987-2476, December 10, 1987, 
Canada Gazette, Part Il, December 23, 1987, applicable in respect 
of amounts deducted or withheld from payments made after 1987. 


(1.2) For the purposes of this section, average 
monthly withholding amount, in respect of an em- 
ployer for a particular calendar year, is the quotient 
obtained when 


(a) the aggregate of all amounts each of which is 
an amount required to be remitted with respect to 
the particular year under 


(i) subsection 153(1) of the Act and a similar 
provision of a law of a province which, im- 
poses a tax upon the income of individuals, 
where the province has entered into an agree- 
ment with the Minister of Finance for the col- 
lection of taxes payable to the province, in re- 
spect of payments described in the definition 
“remuneration” in subsection 100(1), 


(ii) subsection 21(1) of the Canada Pension 
Plan, or 


(111) subsection 53(1) of the Unemployment In- 
surance Act 


by the employer or, where the employer is a cor- 
poration, by each corporation associated with the 
corporation in a taxation year of the employer 
ending in the second calendar year following the 
particular year 
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is divided by 
(b) the number of months in the particular year, 
not exceeding twelve, for which such amounts 
were required to be remitted by the employer 
and, where the employer is a corporation, by each 
corporation associated with it in a taxation year 
of the employer ending in the second calendar 
year following the particular year. 

History: Subparas 108(1.2)(a)(ii), (iii) amended by P.C. 1991- 

1643,.s. 3, September 5, 1991, Canada Gazette, Part II, September 

25, 1991, effective as of December 13, 1988. 


Subsec. 108(1.2) added by P.C. 1987-2476, December 10, 1987, 
Canada Gazette, Part II, December 23, 1987, applicable in respect 
of amounts deducted or withheld from payments made after 1987. 


(1.3) For the purposes of subsection (1.2), where a 
particular employer that is a corporation has ac- 
quired in a taxation year of the corporation ending in 
a particular calendar year all or substantially all of 
the property of another employer used by the other 
employer in a business 


(a) in a transaction in respect of which an election 
was made under subsection 85(1) or (2) of the 
Act, 


(b) by virtue of an amalgamation within the 
meaning assigned to that term by section 87 of 
the Act, or 


(c) as the result of a winding-up in respect of 
which subsection 88(1) of the Act is applicable, 


the other employer shall be deemed to be a corpora- 
tion associated with the particular employer in the 
taxation year and each taxation year ending at any 
time in the next two following calendar years. 

History: Subsec. 108(1.3) added by P.C. 1987-2476, December 10, 
1987, Canada Gazette, Part Il, December 23, 1987, applicable in 


respect of amounts deducted or withheld from payments made after 
1987. 


(2) Where an employer has ceased to carry on busi- 
ness, any amount deducted or withheld. under .sub- 
section 153(1) of the Act that has not been remitted 
to the Receiver General shall be paid within 7 days 
of the day when the employer ceased to carry on 
business. 


(3) Remittances made to the Receiver General under 
subsection 153(1) of the Act shall be accompanied 
by a return in prescribed form. 


(4) Amounts deducted or withheld under subsection 
153(4) of the Act shall be remitted to the Receiver 
General within 60 days after the end of the taxation 
year subsequent to the 12-month period referred to in 
that subsection. 


109. Elections to increase deductions — (1) 
Any election under subsection 153(1.2) of the Act 
shall be made by filing with the person making the 
payment or class of payments referred to therein (in 
this section referred to as the “payer’’) the form pre- 
scribed by the Minister for that purpose. 
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(2) A taxpayer who has.made an election in the man- 
ner prescribed by subsection (1), may require that the 
amount deducted or withheld pursuant to that elec- 
tion be varied by filing with the payer the form pre- 
scribed by the Minister for that purpose. 


(3) An election made in the manner prescribed by 
subsection (1) or a variation made pursuant to sub- 
section (2) need not be taken into account by the 
payer in respect of the first payment to be made. to 
the taxpayer after the election.or variation, as the 
case may be, unless the election or variation, as the 
case may be, is made within such time, in advance of 
the payment, as may reasonably be required ‘by the 


payer. 


110. Prescribed persons — (1) The following 
are prescribed persons for the purposes of subsection 
153(1) of the Act: 


(a) an employer who is required, under subsec- 
tion 153(1) of the Act and in accordance with 
paragraph 108(1.1)(b), to remit amounts deducted 
or withheld; and 


(b) a person or partnership who, acting on behalf 
of one or more employers, remits the following 
amounts in a particular calendar year and whose 
average monthly remittance, in respect of those 
amounts, for the second calendar year preceding 
the particular calendar year, is yas to or greater 
than $50,000, 


(i) amounts required to be remitted under sub- 
section 153(1) of the Act and a similar provi- 
sion of a law ofa province that imposes a tax 
on the income of individuals, where the prov- 
ince has entered into an agreement with the 
Minister of Finance for the collection of taxes 
payable to the province, in respect of pay- 
ments described in the definition “remunera- 
tion” in subsection 100(1), 


(ii) amounts’ required to be remitted under 
subsection 21(1) of the Canada Pension Plan, 
and 


(iii) amounts required’ to be remitted under 
subsection 53(1) of the Unemployment Insur- 
ance Act. 


(2) For the purposes of paragraph (1)(b), the average 
monthly remittance made by a person or partnership 
on behalf of all the employers for whom that person 
or partnership is acting, for the second calendar year 
preceding the particular calendar year, is the quotient 
obtained when the aggregate, for that preceding year, 
of all amounts referred to in subparagraphs (1)(b)(i) 
to (iii) remitted by the person or partnership on be- 
half of those employers is divided by the number of 
months, in that preceding year, for which the person 
or partnership remitted those amounts. 


History: S. 110 added by P.C. 1993-1947, December 2, 1993, Can- 
ada Gazette, Part If; December 15, 1993. 
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History: Part II was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979. 


Information Circulars: 82-2R2: Social insurance number legisla- 
tion that relates to the preparation of information slips. 


200. Remuneration and benefits — (1) Every 
person who makes a payment described in subsec- 
tion 153(1) of the Act (other than an annuity pay- 
ment in respect of an interest in an annuity contract 
to which subsection 201(5) applies) shall make an 
information return in prescribed form in respect of 
such payment unless an information return in respect 
of such payment has been made under section 202 or 
214. 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 200(1) substituted by P.C. 1983-3586, s. 1, No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(2) Every person who makes a payment as or on ac- 
count of, or who confers a benefit or allocates an 
amount that is, 


(a) a scholarship, fellowship or bursary, or a prize 
for achievement in a field of endeavour ordinarily 
carried on by the recipient thereof (other than a 
prize prescribed by section 7700), 


(b) a grant to enable the recipient thereof to carry 
on research or any similar work, 


(c) a training allowance paid under the National 
Training Act, except to the extent that it was paid 
to the recipient thereof as or on account of an al- 
lowance for his personal or living expenses while 
he was away from home, 


(d) a benefit under regulations made under an Ap- 
propriation Act providing for a scheme of transi- 
tional assistance benefits to persons employed in 
the production of products to which the Canada- 
United States Agreement on Automotive Prod- 
ucts, signed on January 16, 1965, applies, 


(e) a benefit described in section 5502, 


(f) an amount payable to a taxpayer on a periodic 
basis in respect of the loss of all or any part of his 
income from an office or employment, pursuant 
to 


(i) a sickness or accident insurance plan, 

(ii) a disability insurance plan, or 

(iii) an income maintenance insurance plan, 
to or under which his employer has made a 
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contribution, 


(g) an amount or benefit the value of which is re- 
quired by paragraph 6(1)(a), (e) or (h) or subsec- 
tion 6(9) of the Act to be included in computing a 
taxpayer’s income from an office or employment, 
other than a payment referred to in subsection 
(1), 

(h) a benefit the amount of which is required by 
virtue of subsection 15(5) of the Act to be in- 
cluded in computing a shareholder’s income, or 


(i) a benefit deemed by subsection 15(9) of the 
Act to be a benefit conferred on a shareholder by 
a corporation, 


shall make an information return in prescribed form 
in respect of such payment or benefit except where 
subsection (3) or (4) applies with respect to the pay- 
ment or benefit. 


Related Provisions: Reg. 205 — Date return due, 


History: Para. 200(2)(e) amended by P.C. 1995-1023, s. 2, June 23, 
1995, Canada Gazette, Part I, July 12, 1995, applicable to benefits 
paid after October 1991. 

Para. 200(2)(a) amended by P.C. 1989-1923, s. 1, September 28, 
1989, Canada Gazette, Part II, October 11, 1989, applicable to 1983 
et seq. 

Paras. 200(2)(c), (e), (g) and (h) and all that portion of subsec. 
200(2) following para. (i) substituted by P.C. 1983-3585, subsecs. 
1(1) to (4), November 17, 1983, Canada Gazette, Part Il, November 
24, 1983. 

All that portion of subsec. 200(2) preceding para. (a) and para. 
200(2)(g) substituted by P.C. 1981-3209, s. 1, November 12, 1981, 
Canada Gazette, Part Il, November 25, 1981, effective with respect 
to amounts allocated in respect of 1980 ef seq. 

All those portions of subsec. 200(2) preceding para. (a) and follow- 
ing para. (1) substituted, and para. (i) added by P.C. 1979-3327, s. 1, 
December 6, 1979, Canada Gazette, Part Il, December 26, 1979, 
effective in respect of 1979 et seq. 


Para. 200(2)(g) substituted by P.C. 1978-3629, s. 1, November 30, 
1978, Canada Gazette, Part II, December 13, 1978, applicable to 
1979 et seq. 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-421R2: Benefits to indi- 
viduals, corporations and shareholders from loans or debt. 


(3) Where a benefit is included in computing a tax- 
payer’s income from an office or employment pursu- 
ant to paragraph 6(1)(a) or (e) of the Act in respect 
of an automobile made available to the taxpayer or 
to a person related to the taxpayer by a person re- 
lated to the taxpayer’s employer, the employer shall 
make an information return in prescribed form in re- 
spect of the benefit. 

Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 200(3) added by P.C. 1983-3585, subsec. 1(5), 
November 17, 1983, Canada Gazette, Part II, November 24, 1983. 


(4) Where a benefit is included in computing the in- 
come of a shareholder of a corporation by virtue of 
subsection 15(5) of the Act in respect of an automo- 
bile made available to the shareholder or to a person 
related to the shareholder by a person related to the 
corporation, the corporation shall make an informa- 
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tion return in prescribed form*in respect of the 
benefit. 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 200(4) added; by, P.C. 1983-3585, subsec.'.1(5), 


November 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


Forms [Reg. 200]: T4: Segment; T4 Summ: Summary of remu-=: 
neration, paid; T4 Supp: Statement.of remuneration. paid; T4A 
Summ: Summary of remuneration paid (pension, retirement, annu-. 
ity, and other income); T4A Supp: Statement of pension, retirement, 
annuity and other income; T4A-NR Summ: Summary of remunera- 
tion paid; T4A-NR Supp: Statement of fees, etc., paid to non-re- 
sidents. of Canada to which s. 105(1) of the Regulations. applies; 
T4A-RCA Summ: Return for an RCA; T4A-RCA Supp: Statement 
of amounts paid out, under or in conjunction with an RCA; T475: 
Magnetic media filing transmittal — service bureau customer; 
T695: T4A/T4A-NR data. tape. transmittal; T7709: Magnetic media 
filing, program — filing tips for service bureau customers; T730: 
Preparation of T4-T4A summaries and supplementaries; T737-RCA 
Summ: Return of contributions paid to a custodian of an RCA; 
T737-RCA Supp: Statement of contributions paid to. a-custodian of 
an RCA; T5021: T5 filing transmittal. 


201. Investment income — (1) Every person who 
makes a payment to a resident of Canada as or on 
account of 


(a) a dividend or an amount deemed by the Act to 
be a dividend (other than a dividend deemed to 
have been paid to a person under any of subsec- 
tions 84(1) to (4) of the Act where, pursuant to 
subsection 84(8) of the Act, those subsections do 
not apply to deem the dividend to.have been re- 
ceived by the person), | 


(b) interest (other than the portion of the interest 
to which any of subsections (4) to (4.2) applies) 


(i) on a fully registered bond or debenture, 
(ii) in respect.of 

(A) money on loan to, 

(B) money on deposit with, or 


(C) property of any kind ie cama or 
placed with, 


a corporation, association, organization or 
institution, 


(iii) in. respect-of an account with an invest- 
ment dealer or broker, 


(iv) paid by an insurer in connection with an 
insurance policy or an annuity contract, or 


(v) on an amount owing in respect of compen- 
sation for property expropriated, 


(c).a royalty payment in respect, of the use of a 
work or invention or a right. to, take natural 
resources, 


(d) a payment referred to in subsection 16(1) of 
the Act that can reasonably be regarded as being 
in part a payment of interest or other payment of 
an income nature and in part'a payment of a capi- 
tal nature, where the payment is made by a corpo- 
ration, association, organization. or institution, 


(e) an amount paid from a person’s NISA Fund 


Reg. 201(4) 


No. 2, or 


(f) an amount that is required by subsection 
148.1(3) of the Act to be added in computing a 
person’s income for a taxation year 
shall make an information return in prescribed form 
in respect of the portion of such payment for which 
an information return has not previously been made 
under this section. 
Related Provisions: Reg. 205 — Date return due. 


History: The opening words of para. 201(1)(b) amended by P.C. 
1996-1419, subsec. 1(1), September 11, 1996, Canada Gazette, Part 


II, October 2, 1996, applicable to debt obligations issued after Octo- 
ber 16, 199.1; . 


Para. 201(1)(f) added by P.C. 1996-765, s. 1, May 28, 1996, Can- 
ada Gazette, Part Il, June 12, 1996, ree to payments made 
after 1995. 


Para. 201(1)(e) added by P.C. 1993-1939, s. 1, December 2, 1993, 


_ Canada Gazette, Part II, December 15, 1993, applicable after 1993 


in-respect of amounts paid after 1992, 


All that portion of para. 201(1)(b) preceding subparagraph @) and 
all that portion of subsec.,201(1) following. para. (d) substituted by 
P.C. 1983-3586, subsecs. 2(1) and (2), November 17, 1983,-Canada 
Gazette, Part Il, November 24, 1983. 


Para. 201(1)(a) substituted by P.C, 1983-3585, s. 2, Mei IE 
1983, Canada Gazette, Part Il, November 24, 1983. ~ 


Subpara. 201(1)(b)(v) added by P.C. 1979-3327, s. 2, December 6, 
1979, Canada Gazette, Part Il, December 26, 1979, effective in re- 
spect of 1980 et seq. 


Forms: T1 Sched. 4: Statement of investment income; T3 Sched. 
8: Statement of investment income and calculation of gross-up 
amount of dividends retained by trust; T4A Supp: Statement of pen- 
sion, retirement, annuity and other income; T5 Segment; TS Summ: 
Return of investment income; T5 Supp: Statement of investment in- 
come; T619: Magnetic media transmittal. 


(2) Every person who receives as nominee or agent 
for a person resident in Canada a payment to which 
subsection (1) applies shall make an information re- 
turn in prescribed form in respect of such eee 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 201(2) substituted by P.C. 1983-3586. subsec. 
2(3), Canada Gazette, Part II, November 24, 1983. 


(3) Where a person negotiates a bearer coupon, war- 
rant or cheque representing interest or dividends. re- 
ferred to in subsection 234(1) of the Act for another 
person resident in Canada and the name of the bene- 
ficial owner of the interest or dividends is not dis- 
closed on an ownership certificate completed pursu- 
ant to that subsection, the person negotiating the 
coupon, warrant or cheque, as the case may be, shall 

make an information return in prescribed form in re- 
spect of the payment received. 


Related Provisions: Reg. 205 — Date return due. 


(4) A person or partnership that is indebted in a cal- 
endar year under.a debt obligation in respect of 
which subsection 12(4) of the Act and paragraph 
(1)(b) apply with respect to a taxpayer shall make an 


_ information return in prescribed form in respect of 


the amount that would, if the year were a taxation 
year of the taxpayer, be included as interest in re- 
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spect of the debt obligation in computing the tax- 
payer’s income for the year. 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 201(4) amended by P.C. 1996-1419, subsec. 1(2), 
September 11, 1996, Canada Gazette, Part II, October 2, 1996, ap- 
plicable to debt obligations issued after October 16, 1991. 


Subsec. 201(4) substituted by P.C. 1991-172, s. 1, January 31, 1991, 
Canada Gazette, Part Il, February 13, 1991, applicable with respect 
to investment contracts acquired or materially altered after 1989. 


Subsec. 201(4) substituted by P.C. 1986-842, s. 1, April 10, 1986, 
Canada Gazette, Part II, April 30, 1986, applicable to 1985 et seq. 


Subsec. 201(4) added by P.C. 1983-3586, subsec. 2(4), November 
17, 1983, Canada Gazette, Part II, November 24, 1983. 


(4.1) A person or partnership that is indebted in a 
calendar year under an indexed debt obligation in re- 
spect of which paragraph (1)(b) applies shall, for 
each taxpayer who holds an interest in the debt obli- 
gation at any time in the year, make an information 
return in prescribed form in respect of the amount 
that would, if the year were a taxation year of the 
taxpayer, be included as interest in respect of the 
debt obligation in computing the taxpayer’s income 
for the year. 

History: Subsec. 201(4.1) added by P.C. 1996-1419, subsec. 1(2), 


September 11, 1996, Canada Gazette, Part Il, October 2, 1996, ap- 
plicable to debt obligations issued after October 16, 1991. 


(4.2) Where, at any time in a calendar year, a person 
or partnership[ holds, as nominee or agent for a tax- 
payer resident in Canada, an interest in a debt obliga- 
tion referred to in paragraph (1)(b) that is 


(a) an obligation in respect of which subsection 
12(4) of the Act applies with respect to the tax- 
payer, or 


(b) an indexed debt obligation, 


that person or partnership shall make an information 
return in prescribed form in respect of the amount 
that would, if the year were a taxation year of the 
taxpayer, be included as interest in respect of the 
debt obligation in computing the taxpayer’s income 
for the year. 

History: Subsec. 201(4.2) added by P.C. 1996-1419, subsec. 1(2), 


September 11, 1996, Canada Gazette, Part II, October 2, 1996, ap- 
plicable to debt obligations issued after October 16, 1991. 


(5) Every insurer (within the meaning assigned by 
paragraph 148(10)(a) of the Act) who is a party to a 
life insurance policy (within the meaning assigned 
by paragraph 138(12)(f) [138(12)“life insurance pol- 
icy’’| of the Act) in respect of which an amount is to 
be included in computing a taxpayer’s income pursu- 
ant to subsection 12.2(1), (3) or (5) or paragraph 
56(1)(d.1) of the Act shall make an information re- 
turn in prescribed form in respect of that amount. 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 201(5) substituted by P.C. 1991-172, s. 1, January 
31, 1991, Canada Gazette, Part II, February 13, 1991, applicable 
with respect to life insurance policies acquired or materially altered 
after 1989. 


Subsec. 201(5) added by P.C. 1983-3586, subsec. 2(4), November 
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17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(6) Every person who makes a payment to, or acts as 
a nominee or agent for, an individual resident in 
Canada in respect of the disposition or redemption of 
a debt obligation in bearer form shall make an infor- 
mation return in prescribed form in respect of the 
transaction indicating the proceeds of disposition or 
the redemption amount and such other information 
as may be required by the prescribed form. 


Related Provisions: Reg. 205 — Date return due. 


Forms: T-BD(1) Supp: Statement of disposition — debt obligation 
in bearer form (single transaction); T-BD(2) Supp: Statement of dis- 
position — debt obligations in bearer form (multiple transactions); 
T-BD(3) Summ and T-BD(4) Int Summ: Return of investment in- 
come debt obligations; T5008 and T5008S Segment; T5008 Summ: 
Return of securities transactions; T5008 and T5008S Supp: State- 
ment of securities transactions. 


(7) For the purposes of subsection (6), “debt obliga- 
tion in bearer form” means any debt obligation in 
bearer form other than 


(a) a debt obligation that is redeemed for the 
amount for which the debt obligation was issued; 


(b) a debt obligation described in paragraph 
7000(1)(b); and 
(c) a coupon, warrant or cheque referred to in 
subsection 207(1). 

History: Subsecs. 201(6) and (7) added by P.C. 1988-2452, Octo- 


ber 31, 1988, Canada Gazette, Part Il, November 9, 1988, applica- 
ble after 1988. 


202. Payments to non-residents — (1) Every 
person resident in Canada who pays or credits, or is 
deemed by Part I or Part XIII of the Act to pay or 
credit, to a non-resident person an amount as, on ac- 
count or in lieu of payment of, or in satisfaction of, 


(a) a management or administration fee or charge, 
(b) interest, 
(c) income of or from an estate or trust, 


(d) rent, royalty or a similar payment referred to 
in paragraph 212(1)(d) of the Act, including any 
payment described in any of subparagraphs 
212(1)(d)G) to (viii) of the Act, 


(e) a timber royalty as described in paragraph 
212(1)(e) of the Act, 


(f) alimony or other payment referred to in para- 
graph 212(1)(f) of the Act, 


(g) a dividend, including a patronage dividend as 
described in paragraph 212(1)(g) of the Act, or 


(h) a payment for a right in or to the use of 
(i) a motion picture film, or 


(ii) a film or video tape for use in connection 
with television, 


shall, in addition to any other return required by the 
Act or these Regulations, make an information return 
in prescribed form in respect of such amount. 
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Related Provisions: Reg. 202(7), (8) — Date return due. 


History: Para. 202(1)(i) revoked by P.C. 1988-390, s. 1, March 3, 
1988, Canada Gazette, Part Il, March 16, 1988, applicable with re- 


spect to dividends paid after May 23, 1985, other than dividends: 


declared on or before that date. 


Para. 202(1)() added by P.C. 1980-1366,:s. 3, May 22, 1980, Can- 
ada Gazette, Part I, June 11, 1980, effective November 17, 1978. 


Forms: NR2-UK, NR2A-UK: Statement of amounts paid to non- 
residents of Canada; NR4 Supp: Statement of amounts paid or 
credited to non-residents of Canada; NR4 Summ: Return of 
amounts paid or credited to non-residents of Canada; NR4-OAS: 
Statement of OAS pension paid or credited to non-residents of Can- 
ada; NR14: Formal demand for non-resident tax information return. 


(2). Every person resident in Canada who pays or 


credits, or is deemed by Part I or Part XIII of the Act 
to pay or credit, to a non-resident person an amount 
as, on account or in lieu of payment of, or in satis- 
faction of, 


(a) a payment of a superannuation or pension 
benefit, 


(b).a payment of any allowance or benefit de- 
scribed in any of subparagraphs 56(1)(a)(i) to 
(vi) of the Act, 


(c) a payment by a trustee under a registered: sup- 
plementary unemployment benefit plan, 


(d) a payment out of or under a registered retire- 
ment savings plan or a plan referred to in subsec- 
tion 146(12) of the Act as an amended plan, 


(e) a payment under a deferred profit sharing plan 
or a plan referred to in subsection 147(15) of the 
Act as a revoked plan, 


(f) a payment under an income-averaging annuity 
contract, any proceeds of the surrender, cancella- 
tion, redemption, sale or other disposition of an 
income-averaging annuity contract, or any 
amount deemed by subsection 61.1(1) of the Act 
to have been received by the non-resident person 
as proceeds of the disposition of an income-aver- 
aging annuity contract, 


(g) an annuity payment not described in any other 
paragraph of this subsection or subsection (1), 


(h) a payment or a portion thereof, to which para- 
graph 212(1)(p) of the Act applies, out of or 
under a fund, plan, or trust that was on December 
31, 1985 a registered home ownership savings 
plan (within the meaning assigned by paragraph 
146.2(1)(h) of the Act as it read in its application 
to the 1985 taxation year), 


(i) a payment out of or under a registered retire- 
ment income fund, 

(j). a payment described in paragraph 212(1)(r) of 
the Act in respect of a registered education sav- 
ings plan, 

(k) a grant under a program prescribed for the 
purposes of paragraph 212(1)(s) of the Act, or 
(1) a payment described in paragraph 212(1)G) of 
the Act in respect of a retirement compensation 
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arrangement, 


shall, in addition to: any other return required by the 
Act or these Regulations, make an information return 
in prescribed form in respect of such amount. 


Related Provisions: Reg. 202(7), (8) — Date return due. 


History: Para. 202(2)(1) added by P.C. 1988-1476, July 21, 1988, 
Canada Gazette, Part II, August 3, 1988, applicable with respect to 
amounts paid or credited after March 27, 1987. 


Para, 202(2)(h) substituted by P.C. 1986-1103, s. 1, May 8, 1986, 
Canada Gazette, Part Il, May 28, 1986, applicable to amounts paid 
after 1985. 


Paras. 202(2)(b) and (h) substituted by P.C. 1983-3585, s. 3, No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


| Para. 202(2)(k) added by P.C. 1981-3209, s. 2, November 12, 1981, 


Canada Gazette, Part Il, November 25, 1981, effective in respect of 
grants paid or credited after 1980. 


Para. 202(2)(b) amended, para. 202(2)G) added by P.C. 1980-1366, 
s. 4, May 22, 1980, Canada Gazette, Part II, June 11, 1980, effec- 
tive March 1, 1979. 


Para. 202(2)(@) added by P.C. 1979-1725, June 21, 1979, Canada 
Gazette, Part Ul, July 11, 1979, effective for the period commencing 
June 30, 1978. 


Forms: NR4 Supp: Statement of amounts paid or credited to non- 
residents of Canada; NR4 Summ: Return of amounts paid-or 
credited to non-residents of Canada; NR4A-RCA: Statement. of 
amounts paid to non-residents of Canada to which para. 212(1)() 
applies; NR14: Formal demand for non-resident tax information 
return. 


(2.1) Every person resident in Canada who pays an 
amount to a non-resident person from a NISA Fund 
No. 2 shall, in addition to any other return required 
by the Act or these Regulations, make an informa- 
tion return in prescribed form in respect of the 
amount. 

Related Provisions: Reg. 202(7), (8) — Date return due. 


History: Subsec. 202(2.1) added by P.C. 1993-1939, subsec. 2(1), 
December 2, 1993, Canada Gazette, Part Il, December 15, 1993, 
applicable after 1993 in respect of amounts paid after 1992. 


(3) Every person who is paid or credited with an 
amount referred to in subsection (1), (2).or (2.1) for 
or on behalf of a non-resident person shall make an 
information return in prescribed form in respect of 
the amount. 

Related Provisions: Reg. 202(7), (8) — Date return due. 
History: Subsec. 202(3) amended by P.C. 1993-1939, subsec. 2(2), 


December 2, 1993, Canada Gazette, Part I], December 15, 1993, 
applicable after 1993 in respect of amounts paid after 1992. 


(4) A non-resident person who is deemed, under sub- 
section 212(13) of the Act, to be a person resident in 
Canada for the purposes of section 212 of the Act 
shall be deemed, in the same circumstances, to be a 
person resident in Canada for the purposes of sub- 
sections (1) and (2). 


(5) A partnership that is deemed, under paragraph 
212(13.1)(a) of the Act, to be a person resident in 
Canada for the purposes of Part XIII of the Act shall 
be deemed, in the same circumstances, to be a per- 
son resident in Canada for the purposes of subsec- 
tions (1) and (2). 
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(6) A non-resident person who is deemed, under sub- 
section 212(13.2) of the Act, to be a person resident 


in Canada for the purposes of Part XIII of the Act. 


shall be deemed, in the same circumstances, to be a 
person resident in Canada for the purposes of sub- 
sections (1) and (2). 


(7) Subject to subsection (8), an information return 
required under this section shall be filed on or before 
March 31 and shall be in respect of the preceding 
calendar year. 


(8) Where an amount referred to in subsection (1) or 
(2) is income of or from an estate or trust, the infor- 
mation return required under this section in respect 
thereof shall be filed within 90 days from the end of 
the taxation year of the estate or trust in which the 
amount was paid or credited and shall be in respect 
of that taxation year. 

Forms [Reg. 202]: NR4 Supp: Statement of amounts paid or 


credited to non-residents of Canada; NR4 Summ: Return of 
amounts paid or credited to non-residents of Canada. 


203. Certain income in respect of non-re- 
sidents — (1) Every person in Canada who, as a 
nominee, agent, or custodian receives income de- 
rived from a source within the United States on be- 
half of a person whose address is outside Canada 
shall make an information return in prescribed form 
in respect of such income. 


Forms: NRI1: Return of income received from sources within thé 
United States on behalf of non-residents of Canada. 


(2) The return required under this section shall be 
filed on or before March 15, and shall be in respect 
of the preceding calendar year. 


204. Estates and trusts — (1) Every person hay- 
ing the control of, or receiving income, gains or 
profits in a fiduciary capacity, or in a capacity analo- 
gous to-a fiduciary capacity, shall make a return in 
prescribed form in respect thereof. 


Related Provisions: ITA 150(1)(c) — Trust tax return. 


Information Circulars: 78-14R2: Guidelines for trust companies, 
etc. 


Forms: T3: Trust income tax and information return; T3 Summ: 
Summary of trust income allocations and designations; T3 Supp: 
Statement of trust income allocations; also in certain cases, T3ATH- 
IND: Amateur athlete trust income tax return; T3D: Deferred profit 
sharing plan or revoked plan information return and income tax re- 
turn; T3E-G: Registered education savings plan (group) information 
return; T3F: Mutual fund, pooled fund and investment corporation 
information return; T3P: Employee's pension plan information and 
income tax return; T3R-Ind: Registered retirement savings plan in- 
dividual information return and income tax return; T3R-G: Regis- 
tered retirement savings plan group information return; T3RIF-G: 
Registered retirement income fund group information return; 
T3RIF-Ind: Registered retirement income fund individual informa- 
tion return and income tax return; T3S: Supplementary unemploy- 
ment benefit plan information and income tax return. 


(2) The return required under this section shall be 
filed within 90 days from the end of the taxation year 
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and shall be in respect of the taxation year. 


(3) Subsection (1) does not require a trust to make a 
return for a taxation year at the end of which it is 


(a) governed by a deferred profit sharing plan or 
by a plan referred to in subsection 147(15) of the 
Act as a revoked plan; 


(b) governed by an employees profit sharing 
plan; or 


(c) a registered charity. 
(d) governed by an eligible funeral arrangement. 


Related Provisions: ITA 148.1 — Eligible funeral arrangements; 
ITA 149.1(14) — Charity information return; Reg. 201(1)(f) — Eli- 
gible funeral arrangement information return; Reg. 212 — EPSP in- 
formation return: 


History: The opening: words of subsec. 204(3)-amended, and para. 
204(3)(d) added, by P.C. 1996-765, s. 2, May 28, 1996, Canada 
Gazette, Part II, June 12, 1996, applicable to 1993 et seq. 


205. Date returns to be filed — (1) All returns 
required under this Part shall be filed with the Minis- 
ter without notice or demand and, unless otherwise 
specifically provided, on or before the last day of 
February in each year and ‘shall be in respect of the 
preceding. calendar year. 

Related Provisions: Reg. 202(7), (8), 203(2), 204(2), 205(2) — 
Exceptions... 


(2) Where a person who is required to make a return 
under this Part discontinues his business or activity, 
the return shall be filed within 30 days of the day of 
the discontinuance of the business. or activity and 
shall be in respect of any calendar year or a portion 
thereof prior to the discontinuance of the business or 
activity for which a return has not previously been 
filed. 


206. Legal representatives and others — (1) 
Where a person, who is required to, make a return 
under this Part, has died, such return shall be filed by 
his legal representative within 90 days of the date of 
death and shall be in respect of any calendar year or 
a portion thereof prior to the date of death for which 
a return has not previously been filed. 


(2) Every trustee in bankruptcy, assignee, liquidator, 
curator, receiver, trustee or committee and every 
agent or other person administering, managing, 
winding-up, controlling or otherwise dealing with 
the property, business, estate or income of a, person 
who has not filed a return as required by this Part 
shall file such return. 


207. Ownership certificates — (1) An ownership 
certificate completed pursuant to section 234 of the 
Act shall be delivered to the debtor or encashing 
agent at the time the coupon, warrant or cheque re- 
ferred to in that section is negotiated. 


(2) The debtor or encashing agent to whom an own- 
ership certificate has been delivered pursuant to sub- 
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section? (1). shall, forward it to the Minister on or 
before the 15th day of the month following. the 
month the coupon, warrant or cheaue; as the case 
may be, was negotiated. 


(3) The operation of section 234 of the Act is)ex- 
tended to a bearer coupon or warrant negotiated by 
or on behalf of a non-resident person who is subject 
to tax under Part XIII of the Act in respect of such a 
coupon or warrant. 

Forms: T600, T600B: Ownership certificate; NR601: Non* fesident 


ownership certificate — withholding tax; NR602: Non- deer 3) 
ownership certificate — no withholding tax. Oe 


208. Dispositions. .of ..income-averaging 
annuity contracts — Every person who carries on 
a business’ referred to in paragraph 61(4)(b) 
[61(4)“income-averaging annuity contract’) of the 
Act shall make an information return in prescribed 
capt in respect of 


“(ay any amount paid by that person to’a resident 
of Canada as, on account or in lieu of payment of, 
or, in. satisfaction of, proceeds. of the, surrender, 
cancellation, redemption, sale or other disposition 
of an income-averaging annuity contract; or 


(b) any amount deemed by subsection 61.1(1) of 

the Act to have been received by an individual 

»» resident.in Canada as proceeds of the disposition 

(of an income-averaging annuity contract. that was 
made with that person. | 
Related Provisions: Reg. '205 — Date return due. 


History: All that portion of s. 208 preceding para. (a) substituted 
by P.C. 1983-3585; s:4, November‘ 17, 1983, Canada Gazette, Part 
Il, November 24, 1983, effective from November 13, 1981. 


Forms: T4A: Statement of pension, retirement, annuity and other 
income. 


209. Distribution Bt taxpayers’ portions of re- 
turns — (1) Every person who is requited by sec- 
tion 200, 201, 202, 204, 208, 212, 214, 215, 217, 
218;-223,,226;,227, 228, 229, .230,.232,.233,.0r'234 
to, make an information return shall forward to ‘each 
taxpayer to whom the return relates two copies of the 
portion of the return that relates to that taxpayer. 

History: Subsec. 209(1) amended by P.C: 1993-1939, s.:3, Decem- 


ber 2, 1993, Canada Gazette, Part Il, December 15, 1993, applica- 
ble after 1993 in respect of amounts paid after 1992. 


Subsec. 209(1) amended by P.C. 1992-1567, s. 1, July 16, 1992, 
Canada Gazette, Part II, August 12, 1992, pase to 1991 et seq. 


Subsec. 209(1) amended by P.C. 1989- 2156, s. 1, October 26, 1989, 
Canada Gazette, Part Il, November 8, 1989. 


Subsec. 209(1) substituted by P.C. 1987-1681, s. 1, August 14, 
1987, Canada Gazette, Part II, September 24 ka eis effective after 
December 18, 1986. 


Subsec. 209(1) substituted by Pi C. 1985-374, s..1, February 7, 1985, 
Canada Gazette, Part Il, February 20, 1985. 


(2) The copies referred. to in subsection (1) shall ‘oie 
sent to the taxpayer at his last known address or de- 
livered to him’ in person, on,or before the date the 
return-is required to be filed. with the Minister. 


Reg. 213(2) 


210. Tax deduction information — Every person 
who makes or has at any time made a payment de- 


scribed in section 153 of the Act and every person 


who pays or credits or has at any time paid or 
credited, or.is deemed. by. Part I or Part XIII-of the 
Act to pay or credit or to have at any time paid or 
credited, an amount described in Part XIII of the Act 
shall, on demand by registered letter from the Minis- 


_ter make an information return in prescribed form 
_ containing the information required therein and shall 


file the return with the Minister within such reasona- 
ble time as may be stipulated i in the registered letter. 


Forms: T4-T4A: “Summary of remuneration paid; T730: Rg aie 
tion of T4-T4A summaries and delat sa 


211. Recnied boridl interest — (1) Evaiy finan- 
cial company making a payment in respect of ac- 
crued interest by virtue of redemption, assignment or 
other transfer of a bond, debenture or similar secur- 
ity (other than,an income bond, an income debenture 
or an investment contract in respect of which subsec- 


tion 201(4) applies), shall make an information re- 
_ turn in prescribed form. 


History: Subsec. 211(1) substituted by P.C. 1991-172, s. 2, January 
31, 1991, Canada Gazette, Part II, February 13, 1991, applicable 
with respect to investment contracts acquired or materially altered 
after 1989. 


(2) The return referred to.in subsection (1) shall be 


forwarded to the Minister on or before the 15th day 
of the month following the month in which the pay- 
ment referred to in subsection (1) is made. 


(3) For. the purposes of this section, .a financial com- 
pany includes a bank, an investment dealer, a stock- 
broker, a trust company and an insurance company. 


(4) The provisions of subsection (1) do not apply toa 
payment made by. one financial company to another 
financial company. 


Forms: T600 or T600B: Ownership certificate. 


212. Employees profit sharing plans — (1) 
Every, trustee of an employees profit sharing plan 
shall make an information return in prescribed form. 


(2) Notwithstanding subsection (1), the return’ re- 
quired under this section may be filed by the em- 
ployer instead of by the trustee. 


Related Provisions: Reg. 205 — Date return due. 


Forms: T4PS Segment; T4PS Summ: Return of allocations and 
payments under employees profit sharing plan; T4PS Supp: State- 
ment of employees’ profit sharing plan allocations and payments. 


213. Electric, gas or steam corporations — (1) 
Every corporation engaged in the distribution or gen- 
eration of electrical energy, gas or steam shall make 
an information return in prescribed form in respect 
of each taxation year of the corporation. 


(2) The return required under this section shall be 
filed within 6 months from the end of the taxation 
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year in respect of which the return is made. 


Forms: T2025: Return of information — Electric, gas or steam 
corporations. 


214. Registered retirement savings plans — 
(1) Every person who pays an amount that is re- 
quired by subsection 146(8) of the Act to be in- 
cluded in computing the income of a taxpayer for a 
taxation year shall make an information return in 
prescribed form. 


(2) Where, in a taxation year, subsection 146(6), (7), 
(9), or (10) of the Act is applicable in respect of a 
trust governed by a registered retirement savings 
plan, the trustee of such a plan shall make an infor- 
mation return in prescribed form. 


(3) Where, in respect of an amended plan referred to 
in subsection 146(12) of the Act, an amount is re- 
quired to be included in computing the income of a 
taxpayer for a taxation year, the issuer of the plan 
shall make an information return in prescribed form. 


History: Subsec. 214(3) substituted by P.C. 1983-3835, s. 5, No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(4) Where subsection 146(8.8) of the Act deems an 
amount to be received by an annuitant as a benefit 
out of or under a registered retirement savings plan 
and such amount is required by subsection 146(8) of 
the Act to be included in computing the income of 
that annuitant for a taxation year, the issuer of the 
plan shall make an information return in prescribed 
form. 


History: Subsec. 214(4) substituted by P.C. 1983-3585, s. 5, No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


Subsec. 214(4) added by P.C. 1980-1735, s. 3, June 26, 1980, Can- 
ada Gazette, Part Il, July 9, 1980, effective June 30, 1978. 


Forms: T4RSP Segment; T4RSP Summ: Return of registered re- 
tirement savings plan income; T4RSP Supp: Statement of registered 
retirement savings plan income. 


(5) Where in a taxation year a transfer or payment of 
funds is made from a registered retirement savings 
plan under which the taxpayer is the annuitant to an- 
other registered retirement savings plan under which 
the taxpayer’s spouse or former spouse or an individ- 
ual who is party to a void or voidable marriage is the 
annuitant and subsection 146(16) of the Act applies 
in respect of the payment or_transfer, the issuer of 
each such plan and each annuitant shall jointly make 
an information return in prescribed form. 

History: Subsec. 214(5) substituted by P.C. 1991-2540, s. 3, De- 


cember 16, 1991, Canada Gazette, Part II, January 15, 1992, appli- 
cable in respect of transfers and payments made after 1987. 


Subsec. 214(5) added by P.C..1983-3585, s. 5, November 17, 1983, 
Canada Gazette, Part Il, November 24, 1983, applicable with re- 
spect to transfers and payments made on and after November 24, 
1983. 


(6) The return referred to in subsection (5) in respect 
of a particular payment or transfer described therein 
shall, within 30 days of the payment or transfer, be 
filed by the issuer of the registered retirement sav- 
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| ings plan from which the payment or transfer was 


made. 


History: Subsec. 214(6) added by P.C. 1983-3585, s. 5, November 
17, 1983, Canada Gazette, Part I], November 24, 1983. 


(7) In this section, 


“annuitant” has the meaning assigned by paragraph 
146(1)(a) [146(1)“‘annuitant’”] of the Act; 


“issuer” has the meaning assigned by paragraph 
146(1)(c.1) [146(1)“‘issuer’’] of the Act; 


“spouse” has the meaning assigned by subsection 
146(1.1) of the Act. 
History: Subsec. 214(7) substituted by P.C. 1991-2540, s. 3, De- 


cember 16, 1991, Canada Gazette, Part Il, January 15, 1992, appli- 
cable in respect of transfers and payments made after 1987. 


Subsec. 214(7) added by P.C. 1983-3585, s. 5, November 17, 1983, 
Canada Gazette, Part Il, November 24, 1983. 


215. Registered retirement income funds — 
(1) In this section, 


“annuitant” has the meaning assigned by paragraph 
146.3(1)(a) [146.3(1)“annuitant”] of the Act; 


“carrier” has the meaning assigned by paragraph 
146.3(1)(b) [146.3(1)“carrier’] of the Act. 


(2) Every carrier of a registered retirement income 
fund who pays out of or under it an amount any por- 
tion of which is required under subsection 146.3(5) 
of the Act to be included in computing the income of 
a taxpayer shall make an information return in pre- 
scribed form in respect of the amount. 


(3) Where subsection 146.3(4), (7), (8) or (10) of the 
Act applies in respect of any transaction or event 
with respect to property of a registered retirement in- 
come fund, the carrier of the fund shall make an in- 
formation return in prescribed form in respect of the 
transaction or event. 


(4) Where an amount is deemed under subsection 
146.3(6) or (12) of the Act to be received by an an- 
nuitant out of or under a registered retirement in- 
come fund, the carrier of the fund shall make an in- 
formation return in prescribed form in respect of the 
amount. 

Related Provisions: Reg. 205 — Date return due. 


History [Reg. 215]: S. 215 added by P.C. 1984-3917, December 
6, 1984, Canada Gazette, Part Il, December 26, 1984. 


Former s. 215 repealed by P.C. 1984-3789, s. 1, November 29, 
1984, Canada Gazette, Part II, December 12, 1984. 


Forms [Reg. 215]: T4RIF Summ: Return of income out of a 
registered retirement income fund; T4RIF Supp: Statement of in- 
come out of a registered retirement income fund. 


216. Registered Canadian amateur athletic 
associations — (1) Every registered Canadian 
amateur athletic association shall make an informa- 
tion return in prescribed form for each fiscal period 
of the association within six months after the end of 
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the fiscal period. 


History: Subsec. 216(1). substituted by P.C. 1986-2590, 's. 2, No- 
vember 20, 1986, Canada Gazette, Part Il, December 10, 1986, ap- 
plicable to 1984 et seq. 


(2) For the purposes of this section, “fiscal period” 
means the period for which the accounts of the regis- 
tered Canadian amateur athletic association have 
been ordinarily made up and, in the absence of an 
established practice, the fiscal period is that adopted 
by the association but no such fiscal period shall ex- 
ceed 12 months. 


Forms [Reg. 216]: T2052: Registered charities. and registered 
Canadian amateur athletic associations — Return of information. 


217. Disposition of interest in annuities and 
life insurance policies — (1) In this section, 


“disposition” has the meaning assigned by para- 
graph 148(9)(c) [148(9)“disposition”] of the Act and 
includes anything deemed to be a disposition of a 
life insurance policy under subsection 148(2) of the 
Act; 


“insurer” has the meaning. assigned by ae as 
148(10)(a) of the Act; 


“life insurance policy” has the meaning assigned by 
paragraph 138(12)() Leite ike insurance pol- 
icy’ | of the Act. 


(2) Where by reason of a disposition of an interest in 
a life insurance policy an amount is required, pursu- 
ant to paragraph 56(1)G) of the Act, to be included in 
computing the income of a‘taxpayer and the insurer 
that is the issuer of the policy is a party to, or is noti- 
fied in writing of, the disposition, the insurer shall 
make an information return in prescribed form in re- 
spect of the amount. 

Related Provisions: Reg. 205 — Date return due. _ 

History: S. 217 and the heading preceding it substituted by P.C. 
1984-3917, December 6, 1984, Canada Gazette, Part II, December 
26, 1984. 

S. 217 substituted by P.C. 1978- 1585, May 11, 1978, Canada Ga- 
zette, Part II, May 24, 1978. 


Forms: T5 Segment; T5 Summ: Return of investment income; T5 
Supp: Statement of investment income. 


218. Patronage payments — (1) Every person 
who, within the meaning of section 135 of the Act, 
makes payments to residents of Canada pursuant to 
an allocation in proportion to patronage shall make 
an information return in prescribed form. in| respect 
of payments so made. 


(2) Every person who receives a payment referred to 
in subsection (1) as nominee or agent for another 
person resident in Canada shall make an information 
return in prescribed form in respect of the payment 
so received. 

Related Provisions: Reg. 205 — Date return due. 


Forms: T4A: Statement of pension, retirement, annuity and other 
income. 


Reg. 221(1) 


219. Family allowances and similar pay- 
ments — Where an allowance referred to in para- 
graph 56(5)(a) or (b) of the Act has been paid to a 
person and, in respect of that allowance, an amount 
is required to be included in computing the income 
of any taxpayer for a taxation year, the payer of the 
allowance shall 


(a) make an information return in prescribed form 
in respect of such payment; and 


(b) forward to the person at his latest known ad- 
dress, on or before the date the return is required 
to be filed with the Minister, three copies of the 
portion of the return relating to that person. 


Related Provisions: Reg. 205 — Date return due. 


220. Cash bonus payments on Canada 
Savings Bonds — (1) Every person authorized to 
redeem Canada Savings Bonds (in this section re- 
ferred to as the “redemption agent’) who pays an 
amount in respect of a Canada Savings Bond as a 
cash bonus that the Government of Canada has un- 
dertaken to pay (other than any amount of interest, 
bonus or principal agreed to be paid at the time of 
the issue of the bond under the terms of the bond) 
shall make an information return in prescribed form 
in respect of such payment. 


(2) Every redemption agent required by subsection 
(1) to make an information return shall 


(a) issue to the payee, at the time the cash bonus 
is paid, two copies of the portion of the return re- 
lating to him; and 


(b) file the return with the Minister on or before 
the 15th day of the month following the month i in 
which the cash bonus was paid. 

Forms: T1-CSB: Annual accrual form for compound interest Can- 


ada Savings Bonds; T600C: Statement of cash bonus payment Can- 
ada Savings Bonds. 


221. Qualified investments — Where in any tax- 
ation year a taxpayer is 


(a) a corporation that claims that a share of its 
capital stock is a qualified investment for the pur- 
poses of section 146, 146.2, 146.3 or 204 of the 
Act; or 


(b) a trust that claims that an interest of a benefi- 
ciary thereunder is a qualified investment for the 
purposes of section 146, 146.2, 146.3 or 204 of 
the Act, 


the taxpayer shall, in canoe of that taxation year 
and within 90 days thereafter, make an information 
return in prescribed form. 
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History: Paras. 221(a) and (b) substituted by P.C. 1985-374, Febru- 
ary 7, 1985, s. 2, Canada Gazette, Part Il, February 20, 1985, appli- 
cable to taxation years commencing after 1983. 

: Information Circulars: 78-14R2: Guidelines for trust companies 
ee and other persons responsible for filing T3R-IND, T3R-G, T3RIF- 
IND, T3RIF-G, T3H-IND, T3H-G, T3D, TSP, T3S, T3RI and T3F 
returns. 

Forms: T3F: Investments ec to be qualified or not to be 
foreign property information return. 


222. Foreign property — Where in any taxation 
year a taxpayer is | | 
(a) a corporation that claims that a share of its 
capital stock is not foreign property for the pur- 
poses of section 206 of the Act, or 
(b) a trustee of a trust who claims that an interest 
as a beneficiary under the trust is not foreign 
property for the purposes of section 206 of the 
Act Oe S 
the taxpayer shall, in respect of that taxation year 
_and within 90 days thereafter, make an information 
return in prescribed form. 


Information Circulars: 78-14R2: Guidelines for trust companies. 
and other persons responsible for filing T3R-IND, T3R-G, T3RIF- 
IND, T3RIF-G, T3H-IND, T3H-G, T3D, T3P, T3S, T3RI and T3F 
returns. 

_ Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


223. Registered home ownership savings 
plans — (1) Every person who, before May 23, 
1985, pays an amount out of or under a registered 
home ownership savings plan to a resident of Canada 
as a beneficiary under the plan shall make an infor- 
mation return in prescribed form. 


History: Subsec. 223(1) substituted by P.C. 1986-1103, Sibhey? 
2(1), May 8, 1986, Canada Gazette, Part II, May 28, 1986. 


Subsec, 223(1).,substituted by P.C, 1983-3585, subsec. 6(1), No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(2) Every trustee or depositary that is party to a reg- 
istered home ownership savings plan the registration 
of which is revoked during a taxation year pursuant 
to subsection 146.2(7) or (7.1) of the Act shall make 
an information return in prescribed form with respect 
to any amount that is deemed by subsection 146.2(8). 
of the Act to have been received PY: the HeUP HOARY 
of that plan. | 
History: Subsec. 223(2) substituted by P.C. 1983-3585,.subsec, 
6(1), November 17, 1983, Canada Gazette, Part II, November 24, 
1983. 


(3) Every trustee or depositary that is party to a reg- 
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istered home ownership savings plan, the beneficiary 
of which is a resident of Canada and has. been 
deemed by subsection 146.2(9) of the. Act to have 


received an amount during a taxation year and before 
May 23, 1985, shall make an information return in 


prescribed form. 


History: Subsec. 223(3) substituted by P.C. 1986-1103, subsec. 
2(2), May 8, 1986, Canada Gazette, Part II, May 28, 1986. 


Subsec. 223(3) substituted by P.C. 1983-3585, subsec. 6(1), No- 


vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(3.1) Every trustee or depositary that, after May 22, 
1985 and before 1986, was a party to a registered 


home ownership savings plan, any of the income of | 


which is required by subsection 146.2(22) of the Act 
to be included in computing the income of a tax- 
payer for the 1985 taxation year, shall make an infor- 
mation return in prescribed form. 


History: Subsec. 223(3.1) added by P.C..1986-1103,:subsec..2(2), 
May 8, 1986, Canada Gazette, Part Il, May 28, 1986. 


(4) Every trustee of a trust governed by a registered 

home ownership savings plan shall make an infor- 

mation return in prescribed form, where in a taxation 

year a taxpayer who is a beneficiary under the plan: 
(a) is required pursuant to subsection 146.2(12) 
or (15) of the Act to include an amount in com- 
puting his income; or 


(b) is allowed. pursuant to Supsection 146. 2(13) or. 


(16) of the Act to deduct an amount in computing 
his income. 


(5) In this section 


“beneficiary” has the meaning assigned by para- 
graph 146.2(1)(a) of the Act as it read 1 in its applica- 
tion to the 1985 taxation year; 


“depositary” has. the meaning assigned by subpara- 


graph 146.2(1)(d)(i) of the Act as it read in its appli- 


cation to the 1985 taxation year; 


“registered home ownership savings plan” has the 
meaning assigned by paragraph 146.2(1)(h) of the 
Act as it read in its application to the 1985 taxation 
year. andy 


History: The definitions “‘beneficiary” and “depositary” substituted. 


and “registered home. ownership savings plan” added by P.C. 1986- 
1103, subsec. 2(3), May. 8, 1986, Canada Gazette, Part I, May 28, 
1986. 


Subsec. 223(5) added by P.C. 1983-3585, subsec: 6(2), November 
17, 1983, Canada Gazette, Part II, November 24, 1983. 


224. Canadian home insulation program and 
Canada oil substitution program — Where an 
amount has been paid to a person pursuant to. a pro- 
gram prescribed: for the purposes of -paragraph 
12(1)(@u), 56(1)(s) and BEA Nis of the Act, the payor 
shall 

(a) make an information return He sets form 

in respect of such payment; and 


(b) forward to the person at his latest known ad- 
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dress on or before the date the return is required 
to be filed with the Minister two copies of the 
portion of the return relating to that person. 


_ Related Provisions: Reg. 205 — Date return due. 


History: The heading preceding s. 224 and.all that portion of s: 224 


_ preceding para. (a). substituted by P.C. 1981-3209, s. 4, November 


12, 1981, Canada Gazette, Part Il, November 25, 1981, effective in 
respect of 1981 et seq. except that with respect to the references to 
para. 212(1)(s) of ‘the Act effective in respect of grants oa or 
credited after 1980. 

S..224 added by P.C., 1978-1139, s. 1; April 13, 1978, Canada Ga- 
zette, Part II, April 26, 1978, applicable to the 1977 and subsequent 
taxation years, except that any information return that is required to 
be filed pursuant to this section before the coming into force of this 
Order, may be filed at any time before or within one month after the 
coming into force of this Order. 


225. Certified films and video tapes — (1) 
Where principal photography or taping of a film or 
tape (within the meanings assigned by subsection 
1100(21)) has occurred during a year or has been 
completed within 60 days after the end of the year, 


the producer of the film or tape or production com- 


pany that produced the film or tape, or an agent of 
the producer or production company, shall 


(a) make an information return ‘in prescribed form 
in respect of any person who owns an interest in 
the film or tape at the end of the year; and 


(b) forward to the person referred to in paragraph 
(a) at his latest known address on or before the 
date the return is required to be filed with the 
Minister two copies of the portion of the return 
relating to that person. 


(2) The return required under this section shall be 
filed on or before March 31 and shall be in respect of 
the preceding calendar year. 

History: S. 225 added by P.C. 1982-279, January 28, 1982, Can- 


ada Gazette, Part II, February 10, 1982, effective in respect of 1981 
et seq. 


Forms: T1-CP Summ: Return in respect of certified productions. 


226. Scientific research tax credits — (1) In 
this section, 


“administrator” has the meaning assigned by para- 
graph 47.1(1)(a) of the Act; 


“designated security’’ means a security issued or 
granted by a corporation in respect of which the cor- 
poration has designated an amount pursuant to sub- 
section 194(4) of the Act; 


_ “first purchaser” in relation to a designated secur- 


ity, means the first person (other than a trader or 
dealer in securities) to be the registered holder of the 
designated security; 
“security” means 
(a) a share of the capital stock of a corporation, 
(b) a debt obligation issued by a corporation, or 
(c).a right granted by a corporation under a scien- 
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tific research financing contract; 


‘trader or dealer in securities’’ has the meaning as- 
signed by paragraph 47.1(1)() of the Act. 


(2) Each corporation that has designated an amount 
under subsection 194(4) of the Act in respect of a 
security issued or granted by it shall make an infor- 
mation return in prescribed form in respect of each 
such security. 


(3) Each trader or dealer in securities who has ac- 
quired and disposed of a designated security during 
the course of the primary distribution thereof pursu- 
ant to a public offering shall make an information re- 
turn in prescribed form in respect of each such desig- 
nated security. 


(4) Each bank, credit union and trust company that, 
as agent, acquired a designated security for the first 
purchaser thereof shall make an information return 
in prescribed form in respect of each such designated 
security. 


(5) Each trader or dealer in securities who, as admin- 
istrator of an indexed security investment plan, ac- 
quired a designated security for the first purchaser 
thereof shall make an information return in pre- 
scribed form in respect of each such designated 
security. 


(6) Notwithstanding subsection 205(1), any return 
required to be made 


(a) under subsection (2), in respect of a security 
issued by a corporation before March 1, 1984, 


(b) under subsection (3), in respect of a desig- 
nated security disposed of as described in subsec- 
tion (3) before March 1, 1984, or 


(c) under subsection (4) or (5), in respect of a 
designated security acquired as described in sub- 
section (4) or (5), as the case may be, before 
March 1, 1984, 


shall be filed on or before March 31, 1984. 


227. Share purchase tax credits — (1) In this 
section, 


“administrator” has the meaning assigned by para- 
graph 47.1(1)(a) of the Act; ~ 


“designated share” means a share of the capital 
stock of a corporation in respect of which the corpo- 
ration has designated an amount pursuant to subsec- 
tion 192(4) of the Act; 


“first purchaser’’, in relation to a designated share, 
means the first person (other than a trader or dealer 
in securities) to be the registered holder of the share; 


“trader or dealer in securities” has the meaning as- 
signed by paragraph 47.1(1)(1) of the Act. 


(2) Each corporation that has designated an amount 


Income Tax Regulations 


under subsection 192(4) of the Act in respect of a 
share issued by it shall make an information return in 
prescribed form in respect of each such share. 


(3) Each trader or dealer in securities who has ac- 
quired and disposed of a designated share during the 
course of the primary distribution thereof pursuant to 
a public offering shall make an information return in 
prescribed form in respect of each such designated 
share. 


(4) Each bank, credit union and trust company that, 
as agent, acquired a designated share for the first 
purchaser thereof shall make an information return 
in prescribed form in respect of each such designated 
share. 


(5) Each trader or dealer in securities who, as admin- 
istrator of an indexed security investment plan, ac- 
quired a designated share for the first purchaser 
thereof shall make an information return in pre- 
scribed form in respect of each such designated 
share. 

History: Ss. 226 and 227 added by P.C. 1985-374, February 7, 
1985, s. 3, Canada Gazette, Part Il, February 20, 1985, applicable to 


shares and debts issued, rights granted and acquisitions and disposi- 
tions occurring after 1982. 


228. Resource flow-through shares — (1) Each 
corporation that has renounced an amount under sub- 
section 66(12.6), (12.601), (12.62) or (12.64) of the 
Act to a person shall make an information return in 
prescribed form in respect of the amount renounced. 


(2) The return required under subsection (1) shall be 
filed with the Minister together with the prescribed 
form required to be filed under subsection 66(12.7) 
of the Act in respect of the amount renounced. 
History: Subsec. 228(1) amended by P.C. 1996-494, s. 1, April 16, 
1996, Canada Gazette, Part Ul, May 1, 1996, applicable after De- 
cember 2, 1992. 


S. 228 added by P.C. 1987-1681, s. 2, August 14, 1987, Canada 
Gazette, Part Il, September 2, 1987, effective after December 18, 
1986. 


Forms: T101: Summary of renunciation of Canadian exploration 
expense, Canadian development expense and Canadian oil and gas 
property expense and allocation of assistance; T101 Supp: Re- 
nounced resource expenses/assistance statement; T102 Summ: 
Summary of renounced resource expenses and assistance attributa- 
ble to members of a partnership; T102 Supp: Statement of re- 
nounced resource expenses/assistance attributable to members of 
partnership. 


229. Partnership return — (1) Every member of a 
partnership that carries on a business in Canada, or 
that is a Canadian partnership, at any time in a fiscal 
period of the partnership shall make for that period 
an information return in prescribed form containing 
the following information: 


(a) the income or loss of the partnership for the 
fiscal period; 


(b) the name, address and, in the case of an indi- 
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vidual, the social insurance number of each mem- 
ber of the partnership who is entitled to a share 
referred to in paragraph (c) or (d) for the fiscal 
period; 


(c) the share of each member be the income or 
loss of the partnership for the fiscal period; 


(d) the share of each member for the fiscal period 
of each deduction, credit or other amount in re- 
spect of the partnership that is relevant in deter- 
mining the member’s income, taxable income, 
tax payable or other amount under the Act; 


(e) the prescribed information contained in the 
form prescribed for the purposes. of subsection 
37(1) of the Act, where the partnership has made 
an expenditure in respect of scientific research 
and experimental development in the fiscal pe- 
riod; and 


(f) such other information as may be required by 
the prescribed form. 


(2) For the purposes of subsection (1), an informa- 
tion return made by any member of a partnership 
shall be deemed to have been made by each member 
of the partnership. 


(3) Every person who holds an interest in a partner- 
ship as nominee or agent for another person shall 
make an information return in prescribed form in re- 
spect of that interest. 


(4) [Revoked] 


(5) Subject to subsection (6), a return required by 
this section shall be filed with the Minister without 
notice or demand 


(a) in the case of a fiscal period of a partnership | 


all the members of which are corporations 
throughout the fiscal period, within five months 
after the end of the fiscal period; 


(b) in the case of a fiscal period of a partnership 
all the members of which are individuals 
throughout the fiscal period, on or before the last 
day of March in the calendar year immediately 
following the calendar year in which the fiscal 
period ended or with which the fiscal period en- 
ded coincidentally; and 


(c) in the case of any other fiscal period of a part- 
nership, on or before the earlier of 


(1) the day that is five months after the end of 
the fiscal period, and 


(ii) the last day of March in the calendar year 
immediately following the calendar year in 
which the fiscal period ended or with which 
the fiscal period ended coincidentally. 


(6) Where a partnership discontinues its business or 
activity, the return required under this section shall 
be filed, in respect of any fiscal period or portion 
thereof prior to the discontinuance of the business or 
activity for which a return has not previously been 
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filed under this section, on or before the earlier of 


(a) the day that is 90 days after the discontinu- 
ance of the business or activity, and 


(b) the day the return is ean to be filed under 
subsection (5). 


Related Provisions: ITA 96(1) — Taxation of partnership in- 
come; ITA 152(1.4) — Determination by Revenue Canada of in- 
come or loss of partnership; ITA 233.3 — Requirement to file infor- 
mation return re foreign property. 


History: Subsec. 229(4) revoked by P.C. 1993-1691, August 26, 
1993, Canada Gazette, Part II, September 8, 1993. 


S. 229 added by P.C. 1989-2156, s. 2, October 26, 1989, Canada 
Gazette, Part Il, November 8, 1989, subsecs. (1) to (5) applicable 


(a) in the case of a fiscal period of a partnership all the mem- 
bers of which are corporations throughout the fiscal period, in 
respect of fiscal periods ending after August 31, 1989, and 


(b) in any other case, in respect of fiscal periods ending after 
December 31, 1988, 


except that a return that is required by subsection 229(5) to be filed 
at any time before March 31, 1990 may be filed on or before that 
date. 


Subsec. (6) is applicable in respect of the discontinuance of the bus- 
iness or activity of a partnership occurring after December 31, 1989. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips; 89-5R: Partnership information 
return. 

Forms: T5011: Application for filer identification number; T5013 
Summ: Partnership information return; T5013 Supp: Statement of 
partnership income; T5014: Partnership capital cost allowance 
schedule; T5015: Reconciliation of partner’s capital account; 
T5017: Calculation of deduction for cumulative eligible capital of a 
partnership. 


230. Security transactions — (1) In this section, 


“publicly traded” means, 
security, 


with respect to. any 


(a) a security that is listed or posted for trading on 
a stock exchange, commodity exchange, futures 
exchange or any other exchange, or 


(b) a security in respect of the sale and distribu- 
tion of which a prospectus, registration statement 
or similar document has been filed with a public 
authority; 


“sale” includes the granting of an option and a short 
sale; 
“security” means 


(a) a publicly traded share of the capital stock of 
a corporation, 


(b) a publicly traded debt abtivetion: 
(c) a debt obligation of or guaranteed by 
(i) the Government of Canada, 


(ii) the government of a province or an agent 
thereof, 


(iii) a municipality in Canada, 


(iv) a municipal or public body performing a 
function of government in Canada, or 
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(v) the government of a foreign country or of 
a political subdivision of a foreign country or 
a local authority of such a government, 


(d) a publicly traded interest in a trust, 
(e) a publicly traded interest in a partnership, 


(f) an option or contract in respect of any prop- 
erty described in any of paragraphs (a) to (e), or 


(g) a publicly traded option or contract in respect 
of any property including any commodity, finan- 
cial futures, foreign currency or precious metal or 
in respect of any index relating to any property; 


“trader or dealer in securities’? means 


(a) a person who is registered or licensed under 
the laws of a province to trade in securities, or 


(b) a person who in the ordinary course of busi- 
ness makes sales of securities as agent on behalf 
of others. 


(2) Every trader or dealer in securities who, in a cal- 
endar year, purchases a security as principal or sells 
a security as agent for any vendor shall make an in- 
formation return for the year in prescribed form in 
respect of the purchase or sale. 


(3) Every person (other than an individual who is not 
a trust) who in a calendar year redeems, acquires or 
cancels in any manner whatever any securities issued 
by that person shall make an information return for 
the year in prescribed form in respect of each such 
transaction, other than a transaction to which section 
51, 86 (where there is no consideration receivable 
other than new shares) or 87 or subsection 98(3) or 
(6) of the Act applies. 


(4) Subsection (3) applies to 
(a) Her Majesty in right of Canada or a province; 


(b) a municipal or public body performing a func- 
tion of government in Canada; and 


(c) an agent of a person referred to in paragraph 


(a) or (b). 


(5) Every person who, in the ordinary course of a 
business of buying and selling precious metals in the 
form of certificates, bullion or coins, makes a pay- 
ment in a calendar year to another person in respect 
of a sale by that other person of any such property 
shall make an information return for that year in pre- 
scribed form in respect of each such sale. 


(6) Every person who, while acting as nominee or 
agent for another person in respect of a sale or other 
transaction to which subsection (2), (3) or (5) ap- 
plies, receives the proceeds of the sale or other trans- 
action shall, where the transaction is carried out in 
the name of the nominee or agent, make an informa- 
tion return in prescribed form in respect of the sale 
or other transaction. 
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(7) This section does not apply in respect of. 


(a) a purchase of a security by a trader or dealer 
in securities from another trader or dealer in se- 
curities other than a non-resident trader or dealer 
in securities; 
(b) a sale of currencies or precious metals in the 
form’ of jewellery, works of art or numismatic 
~ COINS; 
(c) a sale of precious metals by a person who, in 
the ordinary course of business, produces or sells 
precious metals in bulk or in commercial 
quantities; ; 
(d) a sale of securities by a trader or dealer in se- 
curities on behalf of a person who is exempt from 
tax under Part I of the Act; or 


(e) a redemption by the issuer or an agent of the 
issuer of a debt obligation where 


(i) the debt obligation was issued for its prin- 
cipal amount, 


(ii) the redemption satisfies. all of the issuer’s 
obligations in respect of the debt obligation, 


(iii) each person with an interest in the debt 
obligation is entitled in respect thereof to a 
proportion of all payments of principal equal 
to the proportion to which the person is enti- 
tled of all payments other than principal, and 


(iv) an information return is required under 
another section of this Part to be made as a 
result of the redemption in respect of each 
person with an interest in the debt obligation. 


Related Provisions: Reg. 205 — Date return due. 


History: S. 230 added by P.C. 1989-2156, s. 2, October 26, 1989, 
Canada Gazette, Part Il, November 8, 1989, applicable in respect of 
purchases, sales, redemptions, acquisitions or cancellations of se- 
curities occurring after December 31, 1990. 


231. Information respecting tax shelters — (1) 
In this section, “promoter” in respect of a tax shelter 


and “‘tax shelter” have the meanings assigned by sub- 
section 237.1(1) of the Act. 


(2) An information return made under subsection 
237.1(7) of the Act in respect of the acquisition of an 
interest in a tax shelter in a calendar year shall be 
filed with the Minister on or before the last day of 
February of the immediately following calendar 
year. 

Forms: T5002: Tax shelter information return. 


(3) Where a person who is required to make an infor- 
mation return under subsection 237.1(7) of the Act 
discontinues the business or activity by reason of 
which the person is required to make the return, the 
return shall be filed within 30 days after the day of 
the discontinuance of the business or activity in re- 
spect of any calendar year or portion thereof prior to 
the discontinuance for which such a return has not 
previously been filed. 
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(4) Every person required to make a return under 
subsection 237.1(7) of the Act shall, on or before the 
day on or before which the return is required to be 
filed with the Minister, forward to each person to 
whom the return relates two copies of the portion of 
the return relating to that person. 


(5) Every promoter with respect to a tax shelter shall 


(a) on every written statement made by the pro- 
moter that refers either directly or indirectly and 
either expressly or impliedly to the issuance by 
the Department of National Revenue of an identi- 
fication number for the tax shelter, as well as on 
the copies of the portion of the information return 
to be forwarded pursuant to subsection (4), in- 
clude the following statement: “The identification 
number issued for this tax shelter shall be in- 
cluded in any income tax return filed by the in- 
vestor. Issuance of the identification number is 
for administrative purposes only and does not in 
any way confirm the entitlement of an investor to 
claim any tax benefits associated with the tax 
shelter’; and 


(b) prominently display on the upper right-hand 
corner of any statement of earnings prepared by 
the promoter in respect of the tax shelter the iden- 
tification number issued for the tax shelter. 


(6) For the purposes of paragraph (b) of the defini- 
tion “‘tax shelter” in subsection 237.1(1) of the Act, 
“prescribed benefit” in relation to a tax shelter means 
any amount that may reasonably be expected, having 
regard to statements or representations made in re- 
spect of the tax shelter, to be received by or made 
available to a person (in this subsection referred to as 
“the purchaser’) who acquires an interest in the tax 
shelter, or a person with whom the purchaser does 
not deal at arm’s length, which receipt or availability 
would have the effect of reducing the impact of any 
loss that the purchaser may sustain by virtue of ac- 
quiring, holding or disposing of the interest in the tax 
shelter, and includes such an amount 


(a) that is, either immediately or in the future, 
owed to any other person by the purchaser or a 
person with whom the purchaser does not deal at 
arm’s length, to the extent that 


(i) liability to pay that amount is contingent, 


(ii) payment of that amount is or will be guar- 
anteed by, security is or will be provided by, 
or an agreement to indemnify the other person 
to whom the amount is owed is or will be en- 
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tered into by 
(A) a promoter in respect of the tax shelter, 


(B) a person with whom the promoter does 
not deal at arm’s length, or 


(C) a person who is to receive a payment 
(other than a payment made by the pur- 
chaser) in respect of the guarantee, secur- 
ity or agreement to indemnify, 


(iii) the rights of that other person against the 
purchaser, or against a person with whom the 
purchaser does not deal at arm’s length, in re- 
spect of the collection of all or part of the 
purchase price are limited to a maximum 
amount, are enforceable only against certain 
property, or are otherwise limited by agree- 
ment, or 


(iv) payment of that amount is to be made in a 
foreign currency or is to be determined by ref- 
erence to its value in a foreign currency and it 
may reasonably be considered, having regard 
to the history of the exchange rate between the 
foreign currency and Canadian currency, that 
the aggregate of all such payments, when con- 
verted to Canadian currency at the exchange 
rate expected to prevail at the date on which 
each such payment would be required to be 
made, will be substantially less than that ag- 
gregate would be if each such payment was 
converted to Canadian currency at the time 
that each such payment became owing, 


(b) that the purchaser or a person with whom the 
purchaser does not deal at arm’s length is entitled 
at any time to receive, directly or indirectly, or to 
have available 


(i) as a form of assistance from a government, 
municipality or other public authority, 
whether as a grant, subsidy, forgiveable loan, 
deduction from tax or investment allowance, 
or as any other form of assistance, or 


(ii) by reason of a revenue guarantee or other 
agreement in respect of which revenue may be 
earned by the purchaser or a person with 
whom the purchaser does not deal at arm’s 
length, to the extent that the revenue guaran- 
tee or other agreement may reasonably be 
considered to ensure that the purchaser or per- 
son will receive a return of all or a portion of 
the purchaser’s outlays in respect of the tax 
shelter, 


(c) that is the proceeds of disposition to which the 
purchaser may be entitled by way of an agree- 
ment or other arrangement under which the pur- 
chaser has a right, either absolutely or contin- 
gently, to dispose of the interest in the tax shelter 
(otherwise than as a consequence of the pur- 
chaser’s death), including the fair market value of 
any property that the agreement or arrangement 
provides for the acquisition of in exchange for all 
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or any part of the interest in the tax shelter, and 


(d) that is owed to a promoter, or a person with 
whom the promoter does not deal at arm’s length, 
by the purchaser or a person with whom the pur- 
chaser does not deal at arm’s length in respect of 
the acquisition of an interest in the tax shelter 


but, except as otherwise provided in subparagraph 
(b)(ii), does not include profits earned in respect of 
the tax shelter. 


(7) For the purposes of the definition “tax shelter” in 
subsection 237.1(1) of the Act, “prescribed property” 
in relation to a tax shelter means property that is a 
registered pension plan, a registered retirement sav- 
ings plan, a deferred profit sharing plan, a registered 
retirement income fund, a registered education sav- 
ings plan or a property in respect of which paragraph 
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40(2)() of the Act is applicable. 


History: Subsec. 231(7) amended by P.C. 1991-2540, s. 8, Decem- 
ber 16, 1991, Canada Gazette, Part II, January 15, 1992, applicable 
after 1985. 


S. 231 added by P.C. 1989-2156, s. 2, October 26, 1989, Canada 
Gazette, Part Il, November 8, 1989, applicable in respect of inter- 
ests acquired after August 31, 1989. 


232. Workers’ compensation — (1) Every per- 
son who pays an amount in respect of compensation 
described in subparagraph 110(1)()Gi) of the Act 
shall make an information return in Bias se form 
in respect of that payment. 


(2) Where a workers’ compensation board, or a simi- 
lar body, adjudicates a claim for compensation de- 
scribed in subparagraph 110(1)(f)(Gi) of the Act and 
stipulates the amount of the award, that board or 
body shall make an information return in prescribed 
form in respect of the amount of the award. 


(3) A return required under this section must be filed 
on or before the last day of February of each year 
and shall be in respect of 


(a) the preceding calendar year, if the return is re- 
quired under subsection (1); and 


(b) the amount of the award that pertains to the 
preceding calendar year, if the return is required 
under subsection (2). 


(4) Subsections (1) and (2) are not applicable in re- 
spect of a payment or an award in respect of 


(a) medical expenses incurred by or on behalf of 
the employee; 


(b) funeral expenses in respect of the employee; 
(c) legal expenses in respect of the employee; 


(d) job training or counselling of the employee; 
or 


(e) the death of the employee, other than periodic 
payments made after the death of the employee. 


Forms: T5007 Summ: Summary of benefits; T5007 Supp: State- 
ment of benefits. 


233. Social assistance — (1) Every person who 
makes a payment described in paragraph 56(1)(u) of 
the Act shall make an information return in pre- 
scribed:form in respect of the payment. 


(2) Subsection (1) is not applicable in ep of a 
payment that 


(a) is in respect of medical expenses incurred by 
or on behalf of the payee; 


(b) is in respect of child care expenses, within the 
meaning assigned by paragraph 63(3)(a) 
[63(3)“child care expense’”] of the Act, incurred 
by or on behalf of the payee or a person related to 
the payee; 

(c) is in respect of funeral expenses in respect of 
a person related to the payee; 
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(d) is in respect of legal expenses incurred by or 
on behalf of the oe or a person related to the 
payee; 

(e) is in respect of job training or counselling of 
the payee or a person related to the payee; 


(f) is paid in a particular year as a part of a series 
of payments, the total of which in the particular 
~ year does not exceed $500; or 


(g) is not a part of a series of payments. 
Related Provisions: Reg. 205 — Date return due. 


History: Ss. 232, 233 added by P.C. 1992-1567, s. 2, July 16, 1992, 
Canada Gazette, Part Il, August 12, 1992, applicable to 1991 et seq. 


Forms: T5007 Summ: Summary of benefits; T5007 Supp:. State- 
ment of benefits. 


234. Farm support payments — (1) Every gov- 
ernment, municipality or municipal or other public 
body (in sections 235 and 236 referred to as the 
“government payer’) or producer organization or as- 
sociation that makes a payment of an amount that is 
a farm support payment (other than an amount paid 
out of a net income stabilization account) to a person 
or partnership shall make an information return in 
prescribed form in respect of the amount. 


(2) For the purposes of subsection (1) “farm support 
payment” includes 


(a) a payment that is computed with respect to an 
area of farm land; 


(b) a payment that is made in respect of a unit of 
farm commodity grown or disposed of or a farm 
animal raised or disposed of; and 


(c) a rebate of, or compensation for, all or a por- 
tion of 


(i) a cost or capital cost incurred in respect of 
farming, or 


(i) unsowed or unplanted land or crops, or de- 
stroyed crops, farm animals or other farm 
output. 


Related Provisions: Reg. 205 — Date return due; Reg. 235, 
236 — Identification of recipients. 


History: S. 234 added by P.C. 1993-1939, s. 4, December 2, 1993, 
Canada Gazette, Part Il, December 15, 1993, applicable after 1993 
in respect of amounts paid after 1992. 


235. Identifier information — Every corporation 
or trust for which an information return is required to 
be made under these Regulations by a government 
payer or by a producer organization or association 
shall provide its legal name, address and income tax 
identification number to the government payer or the 
producer organization or association, as the case may 
be. 

History: S. 235 added by P.C. 1993-1939, s. 4, December 2, 1993, 


Canada Gazette, Part Il, December 15, 1993, applicable after 1993 
in respect of amounts paid after 1992. 


236. Every person who is a member of a partnership 
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for which an information return is required to be 
made under these Regulations by a government 
payer or by a producer organization or association 
shall provide the government payer or the producer 
organization or association, as the case may be, with 
the following information: 


(a). the person’s legal name, address and Social 
Insurance Number, or, where the person is a trust 
or is not an individual, the person’s income tax 
identification number; and 


(b) the partnership’s name and business address. 
History: S. 236 added by P.C. 1993-1939, s. 4, December 2, 1993, 


Canada Gazette, Part Il, December 15, 1993, applicable after 1993 
in respect of amounts paid after 1992. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 
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Part II! — Annuities and Life 


Insurance Policies 


History: Heading substituted by P.C. 1983-3530, subsec. 1(1), No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


Headings preceding s. 300 substituted by P.C. 1982-1421, subsec. 
1(1), May 13, 1982, Canada Gazette, Part II, May 26, 1982. 


Part III was consolidated by the Consolidated Regulations of Can- 
ada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part Il, August 8, 1979. 


Heading substituted by P.C. 1968-33, subsec. 1(1), January 4, 1968, 
Canada Gazette, Part II, January 24, 1968. 


300. Capital element of annuity payments — 
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(1) For the: purposes of paragraphs 32.1(3)(b): and 
60(a) of the Act, where an annuity is paid under a 


contract (other than an income-averaging annuity — 


contract or an annuity contract purchased pursuant to 


a deferred profit sharing plan or pursuant to a plan — 


referred to in subsection 147(15) of the Act as a “re 
voked plan”) at a particular time, that part of the an- 
nuity payment determined in prescribed manner to 
be a return of capital is that proportion of a tax- 
payer’s interest in the annuity payment that the ad- 
justed purchase price of the taxpayer’s interest in the 
contract at that particular time is of his interest, im- 
mediately before the commencement under the con- 
tract of payments to which paragraph 56(1)(d) of the 
Act applies, in the total of the payments 


(a) to be made under the contract, in the case of a 
contract for a term of years certain; or 


(b) expected to be made under the contract, in the 


case of a contract under which the continuation of | 


the payments depends in whole or in part on the 
survival of an individual. 
History: Subsec. 300(1) substituted by P.C. 1983-3530, subsec. 


1(1), November 17, 1983, Canada Gazette, Part Il, November 24, 
1983, applicable to taxation years. commencing after 1982. 


Subsec. 300(1) substituted by P.C. 1982-1421, subsec. 1(1), May 
13, 1982, Canada Gazette, Part Il, May 26, 1982, effective with re- 
spect to annuity contracts under which annuity payments commence 
after 1979 except that in its application to annuity contracts under 
which payments commence before 1982 it shall be read as follows: 


300. (1) For the purposes of paragraphs 32.1(3)(b) and 60(a) 
of the Act, if an annuity is paid under a contract, the amount 
deemed to be a return of capital is that proportion of each 
annuity payment that the consideration for, or purchase price 
of, the contract.is of the total of the payments, 


(a) to be made under the contract, in the case of a con- 
tract for a term of years certain; or 


(b) expected to be made, in the case gts a contract under 
which the continuation of the payments depends in whole 
or in part on the survival of an individual. 


(1.1) For the purposes of subsections (1) and (2), 
“annuity payment” does not include any portion of a 
payment under a contract the amount of which can- 
not be reasonably determined immediately before the 
commencement of payments under the contract ex- 
cept where the payment of such portion cannot be so 
determined because the continuation of the annuity 
payments under the contract depends in whole or in 
part on the survival of an individual. 

History: Subsec. 300(1.1) added by P.C. 1982-1421, subsec. i(1), 
May 13, 1982, Canada Gazette, Part II, May 26, 1982, effective 


with respect to annuity contracts under which annuity payments 
commence after 1981. 


(2). For the purposes of this section and section 305, 


(a) where the continuance of the annuity pay- 
ments under any contract depends in whole or in 
part on the survival of an individual, the total of 
the payments sapentee to be made under the con- 
tract 


(i) shall, in the case of a contract that provides 
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for equal payments and does not provide for a 
_ guaranteed period of payment, be equal to the 
product obtained by multiplying the aggregate 
of the annuity payments expected to be re- 
ceived throughout a year under the.contract by 
the complete expectations of life using the ta- 
ble of mortality known as the 1971 Individual 
Annuity Mortality Table as published in’ Vol- 
ume XXIII of the Transactions er the Society 
- of Actuaries, or 


(ii) shall, in any other case, be calculated in 
accordance with subparagraph (i) with such 
modifications as. the circumstances may 
require; 


(b) except as provided i in Renu 5B) aad (4), 

“adjusted purchase price” of a taxpayer’s interest 
in an annuity contract at a particular time means 
the amount that would be determined at that time 
in respect of that interest under paragraph 
148(9)(a) [148(9)‘‘adjusted cost basis”’] of the Act 
if that paragraph were read without reference to 
subparagraph (viii) [k] thereof; 


(c) where the continuance of the annual payments 
under any contract depends on the survival of a 
person, the age of that person on any date as of 
which a calculation is being made shall be deter- 
“mined by subtracting the calendar year of his 
birth from the calendar.year in which such date 
occurs; and 


(d) where the continuance of the annual payments 
under any contract depends on the survival of a 
person, and where, in the event of the death of 
~ that person before the annual payments aggregate 
a stated sum, the contract provides that the un- 
paid balance of the stated sum shall be paid, ei- 
ther in a lump sum or instalments, then, for the 
purpose of determining the expected term of the 
contract, the contract shall be deemed to provide 
for the continuance of the payments thereunder 
_ for a minimum term certain equal to the nearest 
~ integral number of years required to complete the 
payment of the stated sum, 


(e) [Revoked] 


History: All that portion of subsec. 300(2) preceding para. (a), 
para: 300(2)(b). substituted by P.C. 1983-3530, subsecs. 1(2), 1), 
November 17, 1983, Canada Gazette, Part II, November 24, 1983. 
All that portion of subsec. 300(2) preceding para. (a), as substituted, 
applicable to taxation years commencing after 1982; paragraph 
300(2)(b), as substituted, effective November 12, 1981. Para. 
300(2)(e) revoked by P.C. 1983-3530, subsec. 1(4), November 17, 
1983, Canada Gazette, Part II, November 24, 1983, applicable to 
taxation years commencing after 1982. 


Subpara. 300(2)(a)G) substituted by P.C. 1982-2862, September 22, 
1982, Canada Gazette, Part II, October 13, 1982, effective with re- 
spect to annuity contracts under which annuity payments commence 
after 1981. . 


Paras. 300(2)(a), (b) substituted by P.C: 1982-1421, subsec. \1(2), 
May 13, 1982, Canada Gazette, Part Il, May 26, 1982, effective 
with respect to annuity contracts under which annuity alah 
commence after 1981. 
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(3) Where 


(a) an annuity contract is a life annuity contract 
entered into before November 17, 1978 under 
which the annuity payments commence on the 
death of an individual, 


(a.1) [Revoked] 


(b) an annuity contract (other than an annuity 
contract described in paragraph (a)) is 


(i) a life annuity contract entered into before 
October 23, 1968, or 


(ii) any other annuity contract entered into 
before January 4, 1968, 


under which the annuity payments commence 
(ii1) on the expiration of a term of years, and 


(iv) before the later of January 1, 1970 or the 
tax anniversary date of the annuity contract, 


the adjusted purchase price of a taxpayer’s interest in 
the annuity contract shall be 


(c) the lump sum, if any, that the person entitled 
to the annuity payments might have accepted in 
lieu thereof, at the date the annuity payments 
commence; 

(d) if no lump sum described in paragraph (c) is 
provided for in the contract, the sum ascertaina- 
ble from the contract as the present value of the 
annuity at the date the annuity payments com- 
mence; and 

(e) if no lump sum described in paragraph (c) is 
provided for in the contract and no sum is ascer- 
tainable under paragraph (d), 


(1) in the case of a contract issued under the 
Government Annuities Act, the premiums 
paid, accumulated with interest at the rate of 
four per cent per annum to the date the annu- 
ity payments commence, and 


(ii) in the case of any other contract, the pre- 
sent value of the annuity payments at the date 
on which payments under the contract com- 
mence, computed by applying 


(A) a rate of interest of four per cent per 
annum where the payments commence 
before 1972 and 5'/ per cent per annum 
where the payments commence after 1971, 
and e 


(B) the provisions of subsection (2) where 
the payments depend on the survival of a 
person. 
History: Para. 300(3)(a.1) revoked and para. 300(3)(b) substituted 
by P.C. 1983-3530, subsecs. 1(5) and 1(6), November 17, 1983, 


Canada Gazette, Part II, November 24, 1983, applicable to taxation 
years commencing after 1982. 


All that portion of subsec. 300(3) preceding para. (c) substituted by 
P.C. 1982-1421, subsec. 1(3), May 13, 1982, Canada Gazette, Part 
II, May 25, 1982, effective January 1, 1982. 


(4) Where an annuity contract would be described in 
paragraph (3)(b) if the reference in subparagraph (iv) 
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thereof to “before the later of’ were read as a refer- 
ence to “on or after the later of’, the adjusted 
purchase price of a taxpayer’s interest in the annuity 
contract at a particular time shall be the greater of 


(a) the aggregate of 


(i) the amount that would be determined in re- 
spect of that interest under paragraph (3)(c), 
(d) or (e), as the case may be, if the date re- 
ferred to therein was the tax anniversary date 
of the contract and not the date the annuity 
payments commence, and 


(i1) the adjusted purchase price that would be 
determined in respect of that interest if the 
words “and after the tax anniversary date” 
were inserted in each of subparagraphs 
148(9)(a)(i) to (ii.1) and (vi) [148(9)“adjusted 
cost basis” A to D and H] of the Act immedi- 
ately following the words “before that time” 
in each of those subparagraphs; and 


(b) the amount determined under paragraph (2)(b) 
in respect of that interest. 
History: Subpara. 300(4)(a)(ii) substituted by P.C. 1983-3530, sub- 


sec. 1(7), November 17, 1983, Canada Gazette, Part Il, November 
24, 1983, applicable to taxation years commencing after 1982. 


Subsec. 300(4) substituted by P.C. 1982-1421, subsec. 1(4), May 
13, 1982, Canada Gazette, Part II, May 25, 1982, effective with re- 
spect to annuity contracts under which annuity payments commence 
after 1981. 


301. Life annuity contracts — (1) For the pur- 
poses of this Part and section 148 of the Act, “life 
annuity contract” means any contract under which a 
person authorized under the laws of Canada or a 
province to carry on in Canada an annuities business 
agrees to make annuity payments to an individual (in 
this section referred to as “the annuitant’’) or jointly 
to two or more individuals (each of whom is referred 
to as “the annuitant” in this section), which pay- 
ments are, by the terms of the contract, 


(a) to be paid annually or at more frequent peri- 
odic intervals; 


(b) to commence on a specified day; and 


(c) to continue throughout the lifetime of the an- 
nuitant or one or more of the annuitants. 
History: All that portion of subsec. 301(1) preceding para. (a) sub- 


stituted by P.C. 1983-3530, s. 2, November 17, 1983, Canada Ga- 
zette, Part II, November 24, 1983, effective November 12, 1981. 


(2) For the purposes of subsection (1), a contract 
shall not fail to be a life annuity contract by reason 
that 


(a) the contract provides that the annuity pay- 
ments may be assigned by the annuitant or 
owner; 


(b) the contract provides for annuity payments to 
be made for a period ending upon the death of the 
annuitant or for a specified period of not less than 
10 years, whichever is the lesser; 
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(c) the contract provides for annuity payments to 
be made for a specified period or throughout the 
lifetime of the annuitant; whichever is longer, to 
the annuitant and thereafter, if the specified pe- 
riod is the longer; to a specified person; 


(d) the contract provides, in addition to the annu- 
ity payments to be made throughout the lifetime 
of the annuitant, for a payment to be made upon 
the annuitant’s death; 


(e) the contract provides that the date 


(i) on which the nara payments commence, 
Or 


(ii) on which the contract holder becomes en- 
titled to proceeds of the disposition, 


may be changed with respect to the whole con- 
tract or any portion thereof at the option of the 
annuitant or owner; or 


(f) the contract provides that all.or a portion of 
the proceeds payable at.any particular time under 
the contract may be received in the form of an 
annuity contract other than a life annuity contract. 
History: Paras. 301(1)(a)—(d). revoked and_ substituted by 
301(1)(a)—(c), (2)(a), (e) substituted, (f) added by P.C. 1982-1421, 


s. 2, May 13, 1982, Canada eesti Part II, May 26, 1982, effec- 
tive January 1, 1982. 


Subsec. 301(1) amended by. PC. 1980-1241, May 8, 1980, Canada 
Gazette, Part II, May 28, 1980, effective in respect of 1978 et seq. 


302. [Revoked] 


History: Heading preceding s. 302 and s. 302 revoked by P.C. 
1983-3530, s. 3, November 17, 1983, Canada Gazette, Part II, No- 
vember 24, 1983, applicable to taxation years commencing after 
1982. 


S. 302 added by P.C. 1982-1421, s. 3, May 13, 1982, Canada Ga- 
zette, Part Il, May 26, 1982, applicable to taxation years commenc- 
ing after October 28, 1980. 


303. (1) Where in a taxation year. the rights of a 
holder under an annuity contract cease upon termina- 
tion or cancellation of the contract and 


(a) the aggregate of all amounts, each of which is 
an amount in respect of the contract that was in- 
cluded in computing the income of the holder for 
the year or any previous taxation year by virtue 
of subsection 12(3) of the Act 


exceeds the ageregate of 


(b) such proportion of the, amount determined 
under paragraph (a) that the annuity payments 
made under the contract before the rights of the 
holder have ceased _is of the total of the payments 
expected to be made under the contract, and 


(c). the aggregate of all amounts, each of which is 
an amount in respect of the contract that was de- 
ductible in computing the income of the holder 

- for the year or any previous year by virtue of sub- 
section (2), 


the amount of such excess may be: deducted by the 
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7 holder under subsection 20(19) of the Act in OnDy 
| ing his income for the year. 


| History: Para. 303(1)(b) substituted by P.C. 1983- 3530, s. 4, No- 
| vember 17, 1983, Canada Gazette, Part II, November 24, 1983, ef- 


fective commencing November 12, 1981. 


(2) For the purposes of subsection 20(19) of the Act, 
| where an annuity contract was acquired after De- 
| cember 19, 1980 and annuity payments under the 


contract commenced before 1982, the amount that 
may be deducted by a holder under that subsection in 


respect of an annuity contract for a taxation year is 


that proportion of 


(a) the absregnic of all amounts, ook of which is 
- an amount that was included in computing the in- 

come of the holder for any previous taxation year 

by virtue of subsection 12(3) of the Act in respect 
_of the contract 


that 


(b) the aggregate of all annuity payments re- 
ceived by the holder in the year in respect of the 
contract 


is of | 


(c) the total of the payments determined under 
paragraph 300(1)(a) or (b) in respect of the 
holder’s interest in the contract. 
History: S. 303 added by P.C. 1982-1421, s. 3, May 13, 1982, 
Canada Gazette, Part II, May 26, 1982; subsec. 303(1) applicable to 


taxation years commencing after October 28, 1980; subsec. 303(2) 
effective from December 1980. 


304. Prescribed annuity contracts — (1) For 
the purposes of this Part and subsections 12.2(1), (3) 
and (4) and. paragraph 148(2)(b). of the Act, pre- 
scribed annuity contract for a taxation year means 


(a) an annuity contract purchased pursuant to a 
registered pension plan, a registered retirement 
savings plan, a deferred profit sharing plan or a 
plan referred to in subsection 147(15) of the Act 
as a revoked plan; 


(b) an annuity contract described in paragraph 
148(1)(c) or (e) of the Act; and 


(c) an annuity contract 


(i) under which annuity payments have com- 
menced in the taxation year or a preceding 
taxation year, 


(ii) issued by a corporation described in any of 
paragraphs 39(5)(b) .to (d) or clause 
146(1)G)Gi)(B)_ [146(1)“retirement savings 
plan’’(b)(i1)] of the Act, a life insurance corpo- 
ration, a registered charity or a corporation 
(other than a mutual fund corporation or a 
mortgage investment corporation) the princi- 
pal business of which is the making of loans 
(which corporation or charity is in this section 
referred to as an “‘issuer’’), 
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(iii) each holder of which 


(A) is an individual, other than a trust that 
is neither a testamentary trust nor a trust 
described in paragraph 104(4)(a) of the 
Act (in this paragraph referred to as a 
“spouse trust’), 


(B) is an annuitant under the contract, and 


(C) throughout the taxation year, dealt at 
arm’s length with the issuer, 


(iv) the terms and conditions of which require 
that, from the time the contract meets the re- 
quirements of this paragraph, 


(A) all payments made out of the contract 
be equal annuity payments made at regular 
intervals but not less frequently than annu- 
ally, subject to the holder’s right to vary 
the frequency and quantum of payments to 
be made out of the contract in any taxation 
year without altering the present value at 
the beginning of the year of the total pay- 
ments to be made in that year out of the 
contract, 


(B) the annuity payments thereunder con- 
tinue for a fixed term or 


(1) where the holder is an individual 
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(other than a trust), for the life of the 
first holder or until the later of the 
death of the first holder and the death 
of any one of the spouse, brothers and 
sisters (in this subparagraph referred to 
as “the survivor’) of the first holder, or 


(II) where the holder is a spouse trust, 
for the life of the spouse who is entitled 
to receive the income of the trust; 


(C) where the annuity payments are to be 
made over a term that is guaranteed or 
fixed, the guaranteed or fixed term not [to] 
extend beyond the time at which 


(I) in the case of a joint and last survi- 
vor annuity, the younger of the first 
holder and the survivor, 


(II) where the holder is a spouse trust, 
the spouse who is entitled to receive the 
income of the trust, 


(III) where the holder is a testamentary 
trust other than a spouse trust, the 
youngest beneficiary under the trust, 


([V),. where the contract is held jointly, 
the younger of the first holders, or 


(V) in any other case, the first holder, 


would, if he survived, attain the age of 91 
years, 


(D) no loans exist under the contract and 
the holder’s rights under the contract not 
be disposed of otherwise than on the 
holder’s death or, where the holder is a 
spouse trust, on the death of the spouse 
who is entitled to receive the income of the 
trust, and 


(E) no payments be made out of the con- 
tract other than as permitted by this 
section, 


(v) none of the terms and conditions of which 
provide for any recourse against the issuer for 
failure to make any payment under the con- 
tract, and 


(vi) where annuity payments under the con- 
tract have commenced 


(A) before 1987, in respect of which a 
holder thereof has notified the issuer in 
writing, before the end of the taxation 
year, that the contract is to be treated as a 
prescribed annuity contract, 


(B) after 1986, in respect of which a holder 
thereof has not notified the issuer in writ- 
ing, before the end of the taxation year in 
which the annuity payments under the con- 
tract commenced, that the contract is not to 
be treated as a prescribed annuity contract, 
or 


(C) after 1986, in respect of which a holder 
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thereof has notified the issuer in writing, 
before the end of the taxation year in 
which the annuity payments under the con- 
tract commenced, that the contract is not to 
be treated asa prescribed annuity contract 


anda holder thereof has rescinded the noti- | 


fication by so notifying the issuer in writ- 
ing before the end of the taxation year. 


(2) Notwithstanding subsection (1), an annuity con- 
tract shall not fail to be a prescribed annuity contract 
by reason. that | 


(a) where the contract piowitlls for.a joint and jak 


“survivor annuity or is held jointly, the terms and — 


conditions thereof provide that there will be a de- 


crease in the amount of the annuity payments to | 


‘be: made under the contract from the time of 
death of one of the annuitants thereunder; 


(b) the terms and conditions thereof provide that 


where the holder thereof dies at or before the | 


time he attains the age of 91 years, the contract 

will terminate and an amount will be paid out of 

the contract not exceeding the amount, if any, by 

which the total premiums paid under the contract 

exceeds the total annuity payments made under 
_ the contract; 


(c) where the annuity payments, are to be made 
over a term that 1s: guaranteed or fixed, the terms 
and conditions thereof provide that as a conse- 
quence of the death of the holder thereof during 
he guaranteed or fixed term any payments that, 
but for the death of the holder, would be made 
during the term may be commuted into a single 
payment; or , } 
(d) the terms and conditions thereof, as they read 
on December 1, 1982 and at all subsequent times, 
provide that the holder participates in the invest- 

“ment earnings of the issuer and that the amount 
of such participation is to be paid within 60 days 
after the end of the year in respect of aa it 1s 
determined. 


(3) For the purposes.of this section, the annuitant 
under an annuity contract is deemed to be the holder 
of the contract. where 


(a) the contract is held by another person in trust 
for the annuitant; or 


(b) the contract was acquired by the annuitant 
under a group term life insurance policy under 
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which life insurance: was effected on the life of 
another person in respect of, in the course of, or 
by virtue of the office or employment or former 
office or employment of that other person. 


(4) In this section, 


“annuitant” nder an eneiity contract, at any time, 


| means a person who, at that time, is entitled to re- 


ceive annuity payments under the contract; 


“spouse” of a particular person-means 


‘'(a)'a person of the opposite sex who is married to 
the particular person or who is a party to a void 
or voidable. marriage with the particular person, 
or 


(b) a person of the opposite sex who is cohabiting 
with: the particular person in.a conjugal relation- 
ship and-has so cohabited for a Benen of at least 
one year. 

History: That portion of subsec. 304(1) preceding para. (a) re- 


placed by P.C. 1994-940, s. 1, June 2, 1994, Canada Gazette, Part 
II, June 15, 1994, applicable after 1989. 


Subsec. 304(1), paras. 304(2)(a) and (c) substituted, subsecs. 304(3) 
and (4) added, by P.C. 1988-1115, s. 1, June 9,-1988, Canada Ga- 
zette, Part II, June 22, 1988, applicable to taxation years commenc- 
ing after 1986. 


That portion of subsec..304(1) preceding para. (a) substituted by 
P.C. 1988-390, s. 2, March 3, 1988, Canada Gazette, Part Il, March 
16, 1988, effective January 1,. 1983. 


That portion of subsec. 304(1) preceding para. (a) substituted by 
P.C. 1986-1048, s. 1, May 1, 1986, Canada Gazette, Part Il, May 
14, 1986, applicable to taxation years commencing after 1982. 


S. 304 substituted by P.C. 1983-3530, s. 5, November 17, 1983, 
Canada Gazette, Part II, November 24, 1983, applicable to taxation 
years commencing after 1982. 


S. 304 added by P.C. 1982-1421, s. 3, May 13, 1982, Canada Ga- 
zette, Part Il, May 26, 1982; subsecs. 304(1)-(4) effective with re- 
spect to annuity contracts under which annuity payments commence 
after 1981; subsec. 304(5) applicable to taxation years commencing 
after October 28, 1980. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


305. Unallocated, income accrued before 
1982 — (1) For the purposes of section 12.2 and 
paragraph 56(1)(d.1) of the Act, the amount at any 
time of “unallocated income accrued in. respect of 
the interest before 1982, as determined in prescribed 
manner’, in respect of a taxpayer’s interest in an an- 
nuity contract (other than an interest last acquired af- 
ter December 1, 1982) or in a life insurance policy 
referred to in subsection (3), means the amount, if 
any, by which 

(a) the accumulating fund at December 31, 1981 

in respect of the interest 
exceeds the aggregate of 


(b) his adjusted cost basis (within the meaning as- 
signed by paragraph 148(9)(a) [148(9)“adjusted 
cost basis’] of the Act) at December 31, 1981 in 
respect of the interest; and | 
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(c) that proportion of the amount, if any, by 
which the amount determined under paragraph 
(a) exceeds the amount determined under para- 
graph.(b) that 


(i) the aggregate of all amounts each of which 
is the amount of an annuity payment received 
before that time in respect of the interest 


is of 
(ii) the taxpayer’s interest, immediately before 


the commencement of payments under the 
contract, in the total of the annuity payments 


(A) to be made under the contract, in the 
case of a contract for a term of years cer- 
tain, or 


(B) expected to be made under the con- 
tract, in the case of a contract under which 
the continuation of the payments depends 
in whole or in part on the survival of an 
individual. 


(2) For the purposes of paragraph (1)(c), “annuity 
payment” does not include any portion of a payment 
under a contract the amount of which cannot be rea- 
sonably determined immediately before the com- 
mencement of payments under the contract except 
where such portion cannot be so determined because 
the continuation of the annuity payments under the 
contract depends in whole or in part on the survival 
of an individual. 


(3) For the purposes of this section, an interest in an 
annuity contract to which subsection 12.2(9) of the 
Act applies shall be deemed to be a continuation of 
the interest in the life insurance policy in respect of 
which it was issued. 

History: S. 305 added by P.C. 1983-3530, s. 5, November 17, 


1983, Canada Gazette, Part Il, November 24, 1983, applicable to 
taxation years commencing after 1982. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


306. Exempt policies — (1) For the purposes of 
this Part and subsection 12.2(11) of the Act, “exempt 
policy” at any time means a life insurance policy 
(other than an annuity contract or a deposit adminis- 
tration fund policy) in respect of which the following 
conditions are met at that time: 


(a) if that time is a policy anniversary of the pol- 
icy, the accumulating fund of the policy at that 
time (determined without regard to any policy 
loan) does not exceed the total of the accumulat- 
ing funds at that time of the exemption test poli- 
cies issued at or before that time in respect of the 
policy; 

(b) assuming that the terms and conditions of the 
policy do not change from those in effect on the 
last policy anniversary of the policy at or before 
that time and, where necessary, making reasona- 
ble assumptions about all other factors (includ- 
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ing, in the case of a participating life insurance 
policy within the meaning assigned by subsection 
138(12) of the Act, the assumption that the 
amounts of dividends paid will be as shown in 
the dividend scale), it is reasonable to expect that 
the condition in paragraph (a) will be met on each 
policy anniversary of the policy on which the pol- 
icy could remain in force after that time and 
before the date determined under subparagraph 
(3)(d)(ii) with respect to the exemption test poli- 
cies issued in respect of the policy; 


(c) the condition in paragraph (a) was met on all 
policy anniversaries of the policy before that 
time; and 


(d) the condition in paragraph (b) was met at all 
times on and after the first policy anniversary of 
the policy and before that time. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(2) For the purposes of subsection (1), a life insur- 
ance policy that is an exempt policy on its first pol- 
icy anniversary shall be deemed to have been an ex- 
empt policy from the time of its issue until that 
anniversary. 


(3) For the purposes of this section and section 307, 
a separate exemption test policy shall be deemed to 
have been issued to a policyholder in respect of a life 
insurance policy 


(a) on the date of issue of the life insurance pol- 
icy, and 


(b) on each policy anniversary of the life insur- 
ance policy where the amount of the benefit on 
death thereunder exceeds 108 per cent of the 
amount of the benefit on death thereunder on the 
later of the date of its issue and the date of its 
preceding anniversary, if any, 


and, for the purpose of determining whether the ac- 
cumulating fund of the life insurance policy on any 
particular policy anniversary meets the condition in 
paragraph (1)(a), each such exemption test policy 
shall be deemed 


(c) to have a benefit on death that is uniform 
throughout the term of the exemption test policy 
and equal to 


(i) where the exemption test policy is the first 
such policy issued in respect of the life insur- 
ance policy, the amount on that policy anni- 
versary of the benefit on death of the life in- 
surance policy less the total of all amounts 
each of which is the amount on that policy an- 
niversary of the benefit on death of another 
exemption test policy issued on or before that 
policy anniversary in respect of the life insur- 
ance policy, and 


(ii) in any other case, the amount by which the 
benefit on death of the life insurance policy on 
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the date the exemption test policy was issued 
exceeds 108.-per cent of the amount of the 
benefit on death of the life insurance policy on 
the later of the date of issue of the life insur- 
ance policy and the date. of its preceding pol- 
icy anniversary, if any; 

(d) to pay the amount of its benefit on death on 

the earlier of 


(i) the date of death of the person whose life is 
insured. under the life insurance policy, and 
(ii) the later of 
(A) ten years after the date of issue of the 
life insurance policy, and 


(B) the date that the person whose life is 
insured would, if he survived, attain the 
age of 85 years; and 


(e) to be a life insurance policy in Canada issued | 


by a life insurer that carried on its life insurance 
business in Canada. 


(4) Notwithstanding subsections (1) to (3), 


(a) where at any particular time the amount of the 
benefit on death of a life insurance policy is re- 
duced, an amount equal to such reduction (such 
amount is in this paragraph referred to as “the re- 
duction’) shall be applied at that time to reduce 
the amount of the benefit on death of exemption 
test policies issued before that time in respect of 
the life insurance policy (other than the exemp- 
tion test policy issued in respect thereof pursuant 
~ to paragraph (3)(a)), in the order in which the 
dates of their issuance are proximate to the partic- 
ular time, by an amount equal to the lesser of 


_(i) the portion, if any, of the reduction not ap- 


Reg. 307(1)(a)Gi)(B) 


taxpayer in respect of an interest in a life in- 
surance policy (other than an annuity contract 
or a deposit administration fund policy) last 
acquired on or before that date, or 


_ (ii) an interest in a life insurance policy (other 
than an annuity contract. or a deposit adminis- 
tration fund policy) issued on or before that 
date has been acquired by.a taxpayer from the 
person who held the interest continuously 
since that date, 


the policy shall be deemed to have been an ex- 
empt policy from the date of its issue until the 
earliest of those times that occurred after Decem- 
ber 1, 1982; and 


(d) a life insurance policy that ceases to be an ex- 
empt policy (other than by reason of its conver- 
sion into an annuity contract) on a policy anniver- 


‘sary shall be deemed to be an exempt policy on 


that anniversary 


(i) if, had that anniversary jobirrad 60 days 
after the date on which it did in fact occur, the 
policy would have been an exempt policy on 
that later date, or 


(ii) if the person whose life is insured under 
the policy dies on that anniversary or within 
60 days thereafter. 


History: Subsecs. 306(1), (2) and (3) replaced by P.C. 1994-940, s. 
2, June 2, 1994, Canada Gazette, Part Il, June 15, 1994, applicable 


(a). with respect to a life insurance policy issued after March 26, 
1992, other than a policy for which written application was 
made on or before March 26, 1992; and 


(b) with respect to a life insurance policy amended at any time 
after March 26, 1992 to increase the amount of the benefit on 
death. 


S. 306 added by P.C. 1983-3530, s. 5, November 17, 1983, Canada 
Gazette, Part Il, November 24, 1983, applicable to taxation years 
commencing after 1982. 


plied to reduce the benefit on death of one or 
more other such exemption test policies, and 


(ii) the amount, immediately before that time, 
of the benefit on death of the relevant exemp- 
tion test policy; 


307. Accumulating funds — (1) For the purposes 
of this Part and section 12.2, paragraph 56(1)(d.1) 
and section 148 of the Act, “accumulating fund” at 


(b) where on the tenth or on any subsequent pol- 
any particular time means, 


icy anniversary of a life insurance policy, the ac- 
cumulating fund thereof (computed without re- 
gard to any policy loan then outstanding in 
respect of the policy) exceeds, 250.per cent of the 
accumulating fund thereof on its third preceding 
policy anniversary (computed without regard to 
any policy loan then outstanding in respect of the 
policy), each exemption test policy deemed by 
subsection (3) to have been issued before that 
time in respect of the life insurance policy shall 
be deemed to have been issued on the later of the 
date of that third preceding policy anniversary 
and the date on which it was deemed by subsec- 
tion (3) to have been issued; and 


(c) where at one or more.times after December 1, 
1982 


(i) a prescribed premium has been paid by a 
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(a) in respect of a taxpayer’s interest in an annu- 
ity contract (other than a contract issued by a life 
insurer), the amount that is the greater of 


(i) the amount; if any, by which the cash sur- 
render value of his interest at that time ex- 
ceeds the amount payable, if any, in respect of 
a loan outstanding at that time made under the 
contract in respect of the interest, and 


(ii) the amount, if any, by which 


(A) the present value at that time of future 
payments to be made out of the.contract in 
respect of his interest 


exceeds the aggregate of 


(B) the present value at that time of future 
premiums to be paid under the contract in 
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respect of his interest, and 


(C) the amount payable, if any, in respect 
of a loan outstanding at that time, made 
under the contract in respect of his interest; 


(b) in respect of a taxpayer’s interest in a life in- 
surance policy (other than an exemption test pol- 
icy or an annuity contract to which paragraph 
(1)(a) applies), the product obtained when, 


(1) where the policy is not a deposit adminis- 
tration fund policy and the, particular time is 
immediately after the death of any person on 
whose life the life insurance policy is issued 
or effected, the aggregate of the maximum 
amounts that could be determined by the life 
insurer immediately before the death in re- 
spect of the policy under paragraph 1401(1)(c) 
and subparagraph 1401(1)(d)(i) if the mortal- 
ity rates used were adjusted to reflect the as- 
sumption that the death would occur at the 
time and in the manner that it did occur, and 


(ii) in any other case, the maximum amount 
that could be determined at that particular 
time by the life insurer under paragraph 
1401(1)(a), computed as though there were 
only one deposit administration fund policy, 
or under paragraph 1401(1)(c), as the case 
may be, in respect of the policy 
is multiplied by 
(iii) the taxpayer’s proportionate interest in 
the policy, | . 
assuming for the purposes of this paragraph that 
the life insurer carried on its life insurance busi- 
ness in Canada, its taxation year ended at the par- 
ticular time and the policy was a life insurance 
policy in Canada; and 


(c) in respect of an exemption test policy, | 


(i) where the policy was issued at least 20 
years before the particular time, the amount 
that would be determined at that particular 
time by the life insurer under clause 
1401(1)(c)(ii)(A) in respect of the policy if the 
insurer’s taxation year ended at that particular 
time, and 


(ii) in any other case, the product obtained 
when the amount’ that would be determined 
under subparagraph (1) in respect of the policy 
on its twentieth policy anniversary is multi- 
plied by the quotient obtained when the num- 
ber of years since the policy was issued is di- 
vided by 20. 


(2) For the purposes of subsection (1), when comput- 
ing the accumulating fund of an interest described in 


(a) paragraph (1)(a), the amounts determined 
under clauses (1)(a)(ii)(A) and (B) shall be com- 
puted using, 


(i) where an interest rate for a period used by 
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- the issuer when the contract was issued in de- 
termining the terms of the contract was less 
than any rate so used for a subsequent period, 
the single rate that would, if it applied for 

each period, have produced the same terms, 
and 


(ii) in any other case, the rates used by the is- 
suer when the contract was issued in deter- 
mining the terms of the contract; 


(b) paragraph (1)(b), where an interest rate used 
for a period by a life insurer in computing the rel- 
evant amounts in paragraph 1403(1)(a) or (b) is 
determined under paragraph 1403(1)(c), (d) or 
(e), as the case may be, and that rate is less than 
an interest rate so determined for a subsequent 
period, the single rate that could, if it applied for 
each period, have been used in determining the 
premiums for the policy shall be used; and 
(c) paragraph (1)(c) 
(i) the rates of interest and mortality used and 
the age of the person whose life is insured 
shall be the same as those used in computing 
the amounts described in paragraph 
1403(1)(a) or (b) in respect of the life insur- 
ance policy in respect of which the exemption 
test policy was issued except that 


(A) where the life insurance policy is one 
to which paragraph 1403(1)(e) applies and 
the amount determined under subpara- 
graph 1401(1)(c)G) in respect of that pol- 
icy 1s greater than the amount determined 
under subparagraph 1401(1)(c)(ii) in re- 
spect thereof, the rates of interest and mor- 
tality used may be those used in computing 
the cash surrender values of that policy, 
and 


(B) where an interest rate for a period oth- 
erwise determined under this subparagraph 
in respect of that interest is less than an in- 
terest rate so determined for a subsequent 
period, the single rate that could, if it ap- 
plied for each period, have been used in 
determining the premiums for the life in- 
surance policy shall be used, and 
(ii) notwithstanding subparagraph (i), 

(A) where the rates referred to in subpara- 
graph (i) do not exist, the minimum guar- 
anteed rates of interest used under the life 
insurance policy to determine cash surren- 
der values and the rates of mortality under 
the Commissioners 1958 Standard Ordi- 
nary Mortality Table, as published in Vol- 
ume X of the Transactions of the Society 
of Actuaries, relevant to the person whose 
life is insured under the life insurance pol- 
icy shall be used, or 


(B) where, in respect of the life insurance 
policy in respect of which the exemption 
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test policy was issued, the period: over 
which the amount determined under clause 


1401(1)(c)Gi)(A), does. not extend to the | 


date determined under subparagraph 
~ 306(3)(d)(ii), the weighted arithmetic 
mean of the interest rates used to deter- 


“mine such amount shall be used for the pe- | 
riod that is after that period and before that | 


date. 


(3) fe aclirmencl te papnterk (2)(c), 3 
(a) in the case of a life insurance policy issued 


after April 30, 1985, no rate of interest used for | 


the purpose. of determining the accumulating fund 

in respect of an exemption test policy issued in 

respect thereof shall be less than 4 per cent Lae 
- annum; and 


(b) in the case’ ofa life insurance ‘policy issued 
before May 1, 1985, no rate of interest used for 


the purpose of determining the accumulating fund | 


in respect,of.an exemption test policy issued in 
respect thereof shall. be ueps than 3 per. cent per 
annum. 


(4) For the purposes of F paragraph C)\(c), 


(a) where on the date of issue of an exemption — 


test policy the person whose life is insured has 
attained the age of 75 years, the references in par- 
agraph (1)(c) to “20” and “twentieth’ shall be 
read as references to “10” and “tenth” respec- 
tively; and | 


(b) where on the date of issue of an exemption 
test policy the person whose life is insured has 
attained the age of 66 years but not the age of 75 
years, the references in paragraph (1)(c) to “20” 
and “twentieth” shall be read as references to 
(i) the number obtained when the number of 
years by which the age of the person whose 


life 1s insured excetds 65. years;is, subtracted 
from 20, and 


(ii) the adjectival form of the number obtained 
by performing the computation described in 
subparagraph Q), 

“respectively. 


(5) In this section, any amount determined. by refer- 
ence to section 1401 shall. be determined 


(a) without regard to section 1402; 


(b) as if each reference therein to the term “policy 
loan” were read as if that term had the meaning | 


assigned by paragraph 148(9)(e) Ley 
loan”’] of the Act; and 


(c) as if »clauses  1401(1)(c)G)(B): 


the expression “or the interest thereon that has ac- 
crued to the insurer at the end ofthe year’’: 


erence) by P.C. 1991-769; 's:.1, April 25, 1991, Canada Gazette, 


and © 
» 1401(1)(c)Gi)(C). were read: without reference to | 
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Part II, Maye 8,:1991,: oming to: taxation years:‘commencing after 
1980 vccrt-s, ecdrts 


Para: :307(5)(c) adios by P:C, 1984-3789, s. 2, picnics 29; 1984, 
Canada Gazette, Part. I, December 12, 1984, applipable: to taxation 
years commencing after 1982. 


S. 307 added by P.C.. 1983-3530, s..5, Misveinbet V7, 1983; CW 
Gazette, Part Il, November 24, 1983, applicable to taxation years 
commencing after 1982. 


Interpretation Bulletins: IT-87R2: rat income: from 
life: insurance Apitea 


308: Net cost of pure insurance and mortality 
gains and losses — (1) For the purposes of sub- 
paragraphs 20(1)(e.2)(@i) ‘and: paragraph (a) of the 
description of Lin the definition “adjusted cost -ba- 
sis’ in subsection 148(9) of the: Act, the net cost of 


| pure: imsurance fora year in respect of:a taxpayer’s 


interest in alife insurance policy is the product ob- 
tained: when the probability; computed on the basis 
of the rates of mortality under the 1969-75 mortality 
tables of the Canadian Institute of Actuaries pub- 
lished in Volume XVI of the Proceedings of the Ca- 
nadian Institute of Actuaries or on the basis. de- 


| scribed i in subsection (1.1); that a person who has the 


same relevant characteristics as the pérson whose 
life is insured will die in the year is multiplied by the 
amount by which 


_ (a) the ;benefit .on ae in respect of. the. tax- 
payer’s.interest at the end of the year ' 
exceeds ! : 
(b) the accumulating fund (determined ‘without 
regard to any policy loan outstanding) in respect 
of the taxpayer’s interest in the policy at the end 
of the year or the cash surrender value of such 
_ interest at the end of the year, depending on the 
method regularly followed by the life insurer.in 
computing net cost of pure.insurance. 
Interpretation Bulletins: IT-87R2: Policyholders’ income from 


life insurance policies; IT-309R2: Premiums on life insurance used 
as collateral: ,. 


(1.1) Where, premiums for, a-particular class of life 
insurance policy offered by a life insurer do not de- 
pend directly on smoking or sex. classification, the 
probability referred. to in subsection (1) may be. de- 
termined ‘using rates of mortality otherwise: deter- 
mined provided: that» for each age for such ‘class of 
life insurance policy, the expected value of the ag- 
gregate net cost of pure insurance, calculated using 
such rates of mortality, is equal to the expected value 
of the aggregate net cost of pure insurance, calcu- 
lated using the rates of mortality under the 1969-75 
mortality tables of the Canadian Institute of Actua- 
ries published in Volume XVI of the Proceedings of 
the Canadian Institute of Actuaries. 


(2) Subject:to subsection (4); for the purposes of this 
section and subparagraph 148(9)(a)(v.L) {148(9)“ad- 


| justed cost basis’G] ‘of the=Act,:a “mortality gain” 
History: Cl. 307(2)(c)(ii)(B) amended (to correct an incorrect ref- 


immediately-before the end of any calendar year af- 
ter 1982'in respect of a taxpayer’s:interest in a life 
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annuity contract means such reasonable amount in 
respect of his interest therein at that time that the life 
insurer determines to be the increase to the accumu- 
lating fund in respect of the interest that occurred 
during that year as a consequence of the survival to 
the end of the year of one or more of the annuitants 
thereunder. 


(3) Subject to subsection (4), for the purposes of this 
section and subparagraph 148(9)(a)(xi) [148(Q)*ad- 
justed cost basis”(c)] of the Act, a “mortality loss” 
immediately before a particular time after 1982 in re- 
spect of an interest in a life annuity contract disposed 
of immediately after that particular time as a conse- 
quence of the death of an annuitant thereunder 
means such reasonable amount that the life insurer 
determines to be the decrease, as a consequence of 
the death, in the accumulating fund in respect of the 
interest assuming that, in determining such decrease, 
the accumulating fund immediately after the death is 
determined in the manner described in subparagraph 
307(1)(b)(i). 


(4) In determining an amount for a year in respect of 
an interest in a life annuity contract under subsection 
(2) or (3), the expected value of the mortality gains 
in respect of the interest for the year shall be equal to 
the expected value of the mortality losses in respect 
of the interest for the year and the mortality rates for 
the year used in computing those expected values 
shall be those that would be relevant to the interest 
and that are specified under such of paragraphs 
1403(1)(c), (d) and (e) as are applicable. 

History: That portion of subsec. 308(1) before para. (a) replaced by 
P.C. 1994-940, s. 3, June 2, 1994; Canada Gazette, Part Il, June 15, 
1994, applicable to years ending after 1989, except that for taxation 
years that ended before December 1991, the reference in subsec. 
308(1) to “subparagraph 20(1)(e.2)Gi) and paragraph (a) of the 
description of L in the definition “adjusted cost basis” in subsection 
148(9)” shall be read as “subparagraphs 20(1)(e.2)(ii) and 
148(9)(a)Gx)”. 


That portion of subsec. 308(1) preceding para. (a) substituted and 
subsec. (1.1) added by P.C. 1991-769, subsecs. 2(1), (2), April 25, 
1991, Canada Gazette, Part II, May 8, 1991, applicable to 1986 et 
seq. 


S. 308 added by P.C. 1983-3530, s. 5, November 17, 1983, Canada 
Gazette, Part II, November 24, 1983, applicable to taxation years 
commencing May 31, 1985. S.C. 1984, c. 1, subsec. 82(4) provides 
that s. 308 is deemed to have been validly made on November 17, 
1983, with effect as indicated above as if para. 148(9)(a) of the Jn- 
come Tax Act as amended by 1984, c. 1, had been in force on that 
date. 


309. Prescribed premiums and prescribed in- 
creases — (1) For the purposes of subsections 
12.2(9) and 89(2) of the Act, section 306 and this 
section, a premium at any time under a life insurance 
policy is a “prescribed premium” if the total amount 
of one or more premiums paid at that time under the 
policy exceeds the amount of premium that, under 
the policy, was scheduled to be paid at that time and 
that was fixed and determined on or before Decem- 
ber 1, 1982, adjusted for such of the following trans- 
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actions and events that have occurred after that date 
in respect of the policy: 


(a) a change in underwriting class; 


(b) a change in premium due to a change in fre- 
quency of premium payments within a year that 
does not alter the present value, at the beginning 
of the year, of the total premiums to be paid 
under the policy in the year; 


(c) an addition or deletion of accidental death or 
guaranteed purchase option benefits or disability 
benefits that provide for annuity payments or 
waiver of premiums; 


(d) a premium adjustment as a result of interest, 
mortality or expense considerations, or of a 
change in the benefit on death under the policy 
relating to an increase in the Consumer Price In- 
dex (as published by Statistics Canada under the 
authority of the Statistics Act) where such adjust- 
ment 


(i) is made by the life insurer on a class basis 
pursuant to the policy’s terms as they read on 
December 1, 1982, and 


(ii) is not made as a result of the exercise of a 
conversion privilege under the policy; 


(e) a change arising from the provision of an ad- 
ditional benefit on death under a participating life 
insurance policy (within the meaning assigned by 
paragraph 138(12)(k) [138(12)“participating life 
insurance policy”’] of the Act) as, on account or in 
lieu of payment of, or in satisfaction of 


(i) policy dividends or other distributions of 
the life insurer’s income from its participating 
life insurance business as determined under 
section 2402, or 


(ii) interest earned on policy dividends that 
are held on deposit by the life insurer; 


(f) redating lapsed policies within the reinstate- 
ment period referred to in subparagraph 
148(9)(c)(vi) [148(9)“disposition’’(g)] of the Act 
or redating for policy loan indebtedness; 


(g) a change in premium due to a correction of 
erroneous information contained in the applica- 
tion for the policy; 


(h) payment of a premium after its due date, or 
payment of a premium no more than 30 days 
before its due date, as established on or before 
December 1, 1982; and 


(i) the payment of an amount described in subpar- 
agraph 148(9)(e.1)G@) [148(9)“premium’”(a)] of 
the Act. 


(2) For the purposes of subsections 12.2(9) and 89(2) 
of the Act, a “prescribed increase” in a benefit on 
death under a life insurance policy has occurred at 
any time where the amount of the benefit on death 
under the policy at that time exceeds the amount of 
the benefit on death at that time under the policy that 
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was fixed and determined on or before December 1, 
1982, adjusted for such of the following transactions 
and events that have occurred after that date in re- 
spect of the policy: 


(a) an increase resulting from a sania described 
in paragraph (1)(e); 

(b) a change as a result of interest, mortality or 
expense considerations, or an increase in the 
Consumer Price Index (as published by Statistics 
Canada under the authority of the Statistics Act) 
where such change is made by the life insurer on 
a class basis pursuant to the policy’s terms as 
they read on December 1, 1982; 


(c) an increase in consequence of the prepayment 
of premiums (other than prescribed premiums) 
under the policy where such increase does not ex- 
ceed the aggregate of the premiums that would 
otherwise have been paid; 


(d) an increase in respect of a policy for which 


(i) the benefit on death was, at December 1, 
1982, a specific mathematical function of the 
policy’s cash surrender value or factors in- 
cluding the policy’s cash surrender value, and 


(ii) that function has not changed since that 
date, 


unless any part of such increase is attributable to 
a prescribed premium paid in respect of a policy 
or to income earned on such a premium; and 


(e) an increase that is granted by the life insurer 
on a class basis .without consideration and not 
pursuant to any term of the contract. 


(3) For the purposes of subsections (1) and (2), a life 
insurance policy that is issued as a result of the exer- 
cise of a renewal privilege provided under the terms 
of another policy as they read on December 1, 1982 
shall be deemed to be a continuation of that other 
policy. 


(4) For the purposes of subsection (2), a life insur- 
ance policy that is issued as a result of the exercise 
of a conversion privilege provided under the terms of 
another policy as they read on December 1, 1982 


shall be deemed to be a continuation of that other | 


policy except that any portion of the policy relating 
to the portion of the benefit on death, immediately 
before the conversion, that arose as a consequence of 
an event occurring after December 1, 1982 and de- 
scribed in paragraph (1)(e) shall be deemed to be a 
separate life insurance policy issued at the time of 
the conversion. 

History: S. 309 added by P.C. 1983-3530, s. 5, November 17, 
1983, Canada Gazette, Part Il, November 24, 1983, applicable to 
taxation years commencing after 1982. 

Interpretation Bulletins: IT-66R6: Capital dividends; IT-87R2: 
Policyholders’ income from life insurance policies. 


310. Interpretation — For the purposes of sections 
300, 301 and 304 to 309 and this section, 
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“amount payable” has the meaning assigned by 
paragraph 138(12)(b.1) Hast Jemonn payable’ 
of the Act; 


“benefit on death” does not include policy divi- 
dends or any interest thereon held on deposit by an 
insurer or any additional amount payable as a result 
of accidental death; 


“cash surrender value” has the meaning assigned 
by paragraph 148(9)(b) [148(9)“cash surrender 
value’’| of the Act; 


“life insurance policy” has the meaning assigned by 
paragraph 138(12)(f) mete ality insurance pol- 
icy] of the Act; 


“‘life insurance policy in Canada” has the meaning 
assigned by paragraph 138(12)(g) [138(12)‘life in- 
surance policy in Canada’’] of the Act; 


| “policy anniversary” includes, where a life insur- 


ance policy was in existence throughout a calendar 
year and there would not otherwise be a policy anni- 
versary in the year in respect of the policy, the end of 
the calendar year; 


‘policy loan’ has the meaning assigned by para- 
graph 148(9)(e) [148(9)“policy loan”] of the Act; 


‘proceeds of the disposition’ has the meaning as- 
signed by paragraph 148(9)(e.2) [148(9)“proceeds of 
the disposition’’] of the Act; 


“tax anniversary date” in relation to an annuity 
contract means the second anniversary date of the 
contract to occur after October 22, 1968. 

History: S. 310 added by 1983-3530, s. 5, November 17, 1983, 


Canada Gazette, Part Il, November 24, 1983, applicable to taxation 
years commencing after 1982. 


Part liv — Taxable Income 
Earned in a Province by a 
Corporation 


History: Part IV was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979. 


400. Interpretation — (1) For the purposes of par- 
agraph 124(4)(a) [124(4)“taxable income earned in 
the year in a province’’] of the Act, a corporation’s 
“taxable income earned in the year in a province” 
means the aggregate of the taxable incomes of the 
corporation earned in the year in each of the 
provinces. 

History: Subsec. 400(1) substituted by P.C. 1981-808, s. 1, March 
26, 1981,;:Canada Gazette, Part II, April 8, 1981, applicable to the 
1980 and subsequent taxation years. 

Subsec. 400(1) substituted by P.C. 1978-3101, s. 1, October 12, 


1978, Canada Gazette, Part II, October 25, 1978, applicable to the 
1978 and subsequent taxation years. 
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(2) For the purposes of this Part, “permanent estab- 
lishment” in respect of a corporation means a fixed 
place of business of the corporation, including an of- 
fice, a branch, a mine, an oil well, a farm, a timber- 
land, a factory, a workshop or a warehouse, and 


(a) where the corporation does not have any fixed 
place of business it means the principal place in 
which the corporation’s business is conducted; 


(b) where a corporation carries on business 
through an employee or agent, established in a 
particular place, who has general authority to 
contract for his employer or principal or who has 
a stock of merchandise owned by his employer or 
principal from which he regularly fills orders 
which he receives, the corporation shall be 
deemed to have a permanent establishment in that 
place; 


(c) an insurance corporation is deemed to have a 
permanent establishment in each province and 
country in which the esau ena is registered or 
licensed to do business; 


(d) where a corporation, otherwise having a per- 
manent establishment in Canada; owns land in a 
province, such land shall be deemed to be a per- 
manent establishment; 


(e) where a corporation uses substantial tigchire 
ery or equipment in a particular place at any time 
in a taxation year it shall be deemed to have a 
permanent establishment in that place; 


(f) the fact that a corporation has business deal- 
ings through a commission agent, broker or other 
independent agent or maintains an office solely 
for the purchase of merchandise shall not of itself 
be held to mean that the comorauon has a perma- 
nent establishment; and | 


(g) the fact that a corporation has a subsidiary 
controlled corporation in a place or a subsidiary 
controlled corporation engaged in trade or busi- 
ness in a place shall not of itself be held to mean 
that the corporation is operating a permanent es- 
tablishment in that place. 


Related Provisions: Reg. 5906 — Carrying on business in a 
country. 


History: All that portion of subsec. 400(2) preceding para. (a) 
amended by P.C. 1994-139, subsec. 1(1), January 27, 1994, Canada 
Gazette, Part Il, February 9, 1994, applicable after 10:00 p.m. 
EDST, April 26, 1989. 

All that portion of subsec. 400(2) preceding para. (a) substituted by 
P.C. 1986-772, s. 1, March 26, 1986, Canada Gazette, Part II, April 
16, 1986, effective after October 31, 1985. 

Interpretation Bulletins: IT-177R2: Permanent establishment of 
a corporation in a province and of a foreign enterprise in Canada; 
IT-393R2: Election re tax on rents and timber royalties — non- 
residents. 


1.T. Technical News: No. 2 (permanent edie dliahent' in province 
through an agent). 


401. Computation of taxable income — The 
amount of taxable income of a corporation earned in 
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a year in a particular province shall be determined in 
accordance with the provisions of this Part. 


402. General rules — (1) Where, in a taxation 
year, a corporation had a permanent establishment in 
a particular province and had no permanent estab- 
lishment outside that province, the whole of its taxa- 
ble income for the year shall be deemed to have been 
earned therein. 


(2) Where, in a taxation year, a corporation had no 
permanent establishment in a particular province, no 
part of its taxable income for the year shall be 
deemed to have been earned therein. | 


(3) Except as otherwise provided, where, in a taxa- 
tion year, a corporation had a permanent establish- 
ment in a- province and a permanent, establishment 
outside that province, the amount of its taxable in- 
come that shall be deemed to have been earned in the 
year in the province is 


(a) in any case other than a case specified in para- 
graph (b) or (c), '2 the aggregate of 


(i) that proportion of its taxable income for the 
year that the gross revenue for the year rea- 
sonably attributable to the permanent estab- 
lishment in the province is of its total gross 
revenue for the year, and 


(ii) that proportion of its taxable income for 
the year that the aggregate of the salaries and 
wages paid in the year by the corporation to 
employees of the permanent establishment in 
the province is of the aggregate of all salaries 
and wages paid in the year by. the corporation; 


(b) in any case where the gross revenue for the 
year of the corporation is nil, that proportion of 
its taxable income for the year that the aggregate 
of the salaries and wages paid ‘in the year by the 
corporation to employees of the permanent estab- 
lishment in the province is of the aggregate of all 
salaries and wages paid in the year by the corpo- 
ration; and : 

(c) in any case where the aggregate of the salaries 
and wages paid in the year by the corporation is 
nil, that proportion of its taxable income. for the 
year that the gross revenue for the; year reasona- 
bly attributable to the permanent establishment in 
the province is of its total gross revenue for the 
year. 


Forms: T2S-TC: Tax calculation supplementary — corporations. 


(4) For the purpose of determining the gross revenue 
for the year reasonably attributable to a permanent 
establishment in a province or country other than 
Canada, within the meaning of subsection (3), the 
following rules shall apply: 


(a) where the destination of a shipment of mer- 
chandise to a customer to whom the merchandise 
is sold is in the particular province or country, the 
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gross revenue derived therefrom shall be, attribu- | 
table to, the. permanent estanlghmacntanathps proy- 


ince or country; 


(b)-except as en in paragraph (c), sie the 


destination of a shipment of merchandise to a | 
customer to whom the merchandise is sold is ina | 
province or country other than Canada in which | 


the taxpayer has no permanent establishment, if 
the person negotiating the sale may reasonably be 
regarded as being attached to the permanent: es= 
_ tablishment in the particular province or country, 
the gross revenue derived,therefrom shall be: at- 
tributable to that permanent establishment;. 


(c). where the destination of.a shipment, of mer- 
chandise to.a customer to. whom the merchandise 
is sold is in a country other than Canada in which 
the taxpayer has no permanent establishment, 


(i) if the merchandise was produced or manu- 
factured or produced and manufactured, en- 
tirely in the particular province by the tax- 
payer, the gross revenue derived therefrom 
shall be. attributable to the permanent eg 
_ lishment in the province, or, 


(i).if the merchandise was produced or manu- 
factured, or produced and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that proportion thereof that the salaries and 
wages paid in the year to employees of the 
permanent establishment in the province 
where the merchandise was partly produced or 
~ manufactured (or partly produced and‘ manu- 
factured) is.of the aggregate of the salaries 


- and wages paid in the year to employees of | 
the permanent establishments where the. mer- | 


chandise was produced or manufactured (or 
produced and manufactured); ; | | 


(d) where a customer to whom merchandise is 
sold instructs that shipment be made to some 


other person’ and: the customer’s office with | 


which the sale was negotiated is located in’ the 
particular province or country, the gross revenue 
derived therefrom shall be attributable to the per- 
manent establishment in the province or country; 


(e) except as provided in paragraph (f), where a | 


customer to whom merchandise is sold instructs 
that.shipment be made ‘to some other person and 
the customer’s office with which the sale was ne- 
gotiated is located in a province or country other 
than Canada in which the taxpayer has,no perma- 


nent establishment, if the person negotiating the ) 


sale may reasonably be. regarded as. being at- 
tached to the permanent-establishment in the par- 
ticular province.or country, the gross revenue de- 
_tived.therefrom shall. be attributable. .to.. that 
permanent establishment; 
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(f) where .a, customer, to, whom. merchandise is 


sold instructs. that shipment. be. made .to some 
other. person. and the..customer’s.office with 


. which the. sale was negotiated. is located.in a 
country. other than.Canada in. which the ampayer 
shas no. permanent ;establishment,. 


(i) if the merchandise was produced or manu- 
factured, or produced. and manufactured, en- 
tirely in the particular, province by the tax- 
payer, the gross: revenue derived therefrom 

shall be attributable to the permanent estab- 
lishment in the province, or 


(ii) if the merchandise was produced or manu- 
factured, or produced — and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that. proportion thereof that. the salaries and 
wages. paid in. the year to employees of the 
permanent establishment in_ the province 
where the merchandise was partly produced or 
manufactured (or partly produced and manu- 
factured) is of the aggregate of the salaries 
and. wages paid in the year to. employees of 
the permanent establishments where the mer- 
-chandise was produced or manufactured (or 
produced and manufactured); 


(g) where gross revenue is derived from services 


_ rendered in the particular province or country, the 


gross revenue shall be attributable to the perma- 


“nent establishment in the province or country; 


(h) where gross revenue is derived from services 
rendered in a province or country other than Can- 
ada in which the taxpayer has no permanent es- 
tablishment, if the person negotiating the contract 
may reasonably be regarded as being attached to 
the permanent establishment of the taxpayer in 
the particular province or country, the gross reve- 
nue shall be attributable to that permanent 
establishment; 


(i) where standing timber or the right to cut 
standing timber is sold and the timber limit on 
which the timber is standing is im the: particular 
province or country, the gross revenue from such 
sale shall be attributable to. the permanent estab- 
lishment of the taxpayer in the nioeine or coun- 
try; and 


(j) gross revenue which-arises from leasing land 
owned by the taxpayerin a province and which is 
included in computing its income under Part I of 
the Act shall be attributable to the permanent es- 
tablishment, if any, of the taxpayer in the Gil 
ince where the: land.is situated. 


(4.1) For the purposes of subsections (3) and (4), 
where, in a taxation year, 


(a) the destination of a shipment of merchandise 
to a customer to whom the merchandise is sold 
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by a corporation is in a country other than Can- 
ada or the customer to whom merchandise is sold 
by a corporation instructs that the shipment of 
merchandise be made by the corporation to an- 
other person and the customer’s office with 
which the sale was negotiated is located in a 
country other than Canada, 


(b) the corporation has a permanent establishment 
in the other country, and 


(c) the corporation is not subject to taxation on its 
income under the laws of the other country, or its 
gross revenue derived from the sale is not in- 
cluded in computing the income or profit or other 
base for income or profits taxation by the other 
country, because of 


(i) the provisions of any taxing statute of the 
other country, or 


(ii) the operation of any tax treaty or conven- 
tion between Canada and the other country, 


the following rules apply: 


(d) with respect to the gross revenue derived from 
the sale, 


(i) paragraphs 4(a) and (d) do not apply, 


(ii) that portion of paragraph 4(c) preceding 
subparagraph (i) thereof shall be read as 
follows: 


“(c) where the destination of a shipment 
of merchandise to a customer to whom 
the merchandise is sold is in a country 
other than Canada,” and 


(iii) that portion of paragraph 4(f) preceding 
subparagraph (i) thereof shall be read as 
follows: 


“(f) where a customer to whom the mer- 
chandise is sold instructs that shipment 
be made to some other person and the 
customer’s office with which the sale 
was negotiated is located in a country 
other than Canada,”; and 


(e) for the purposes of subparagraph (3)(a)(i1), 
paragraph (3)(b) and subparagraphs (4)(c)(ii) and 
(f)(ii), salaries and wages paid in the year to em- 
ployees of any permanent establishment of the 
corporation located in that other country shall be 
deemed to be nil. 
History: Subsec. 402(4.1) added by P.C. 1994-662, s. 1, April 28, 
1994, Canada Gazette, Part II, May 18, 1994, applicable to taxation 
years commencing after 1992, and where the corporation so elects 
by notifying the Minister of National Revenue in writing by No- 
vember 30, 1994, to taxation years ending after 1991. 


(5) For the purposes of subsection (3), “gross reve- 
nue” does not include interest on bonds, debentures 
or mortgages, dividends on shares of capital stock, or 
rentals or royalties from property that is not used in 
connection with the principal business operations of 
the corporation. 
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(6) For the purposes of subsection (3), where part of 
the corporation’s operations were conducted in part- 
nership with one or more other persons 


(a) the corporation’s gross revenue for the year, 
and 


(b) the salaries and wages paid in the year by the 
corporation, 


shall include, in respect of those operations, only that 
proportion of 


(c) the total gross revenue of the partnership for 
its fiscal period ending in or coinciding with the 
year, and 


(d) the total salaries and wages paid by the part- 
nership in its fiscal period ending in or coinciding 
with the year, . 


respectively, that 


(e) the corporation’s share of the income or loss 
of the partnership for the fiscal period ending in 
or coinciding with the year, 


is of 
(f) the total income or loss of the partnership for 


the fiscal period ending in or coinciding with the 
year. 


(7) Where a corporation pays a fee to another person 
under an agreement pursuant to which that other per- 
son or employees of that other person perform ser- 
vices for the corporation that would normally be per- 
formed by employees of the corporation, the fee so 
paid shall be deemed to be salary paid in the year by 
the corporation and that part of the fee that may rea- 
sonably be regarded as payment in respect of ser- 
vices rendered at a particular permanent establish- 
ment of the corporation shall be deemed to be salary 
paid to an employee of that permanent 
establishment. 


(8) For the purposes of subsection (7), a fee does not 
include a commission paid to a person who is not an 
employee of the corporation. 

History: Subsec. 402(3), all that portion of subsec. 402(4) preced- 
ing para. (a), subsec. 402(b) substituted by P.C. 1980-3346, s. 1, 
December 11, 1980, Canada Gazette, Part Il, December 24, 1980, 


effective in respect of taxation years of corporations commencing 
after 1980. 


interpretation Bulletins: IT-177R2: Permanent establishment of 
corporation in province and of foreign enterprise in Canada. 


402.1 Transitional — Taxable income earned 
in the 1978 taxation year in the Northwest 
Territories — Where in its 1978 taxation year a 
corporation had a permanent establishment in the 
Northwest Territories, its taxable income earned in 
the year in the Northwest Territories is that propor- 
tion of the amount thereof otherwise determined in 
accordance with this Part that the number of days in 
that portion of the 1978 taxation year of the corpora- 
tion that is in 1978 is of the number of days in the 
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whole of that taxation year. 


History: S. 402.1 added by P.C. 1978-3101, s. 2, October 12, 1978, 
Canada Gazette, Part Il, October 25, 1978. 


402.2 Transitional — Taxable income earned 
in the 1980 taxation year in the Yukon Terri- 
tory — Where in its 1980 taxation year a corpora- 
tion had a permanent establishment in the Yukon 
Territory, its taxable income earned in the year in the 
Yukon Territory is that proportion of the amount 
thereof otherwise determined in accordance with this 
Part that the number of days in that portion of the 
1980 taxation year of the corporation that is in 1980 
is of the number of days in the whole of that taxation 
year. 


History: S. 402.2 added by P.C. 1981-808, s. 2, March 26, 1981, 
Canada Gazette, Part Il, April 8, 1981. 


403. Insurance corporations — (1) Notwith- 
standing subsections 402(3) and (4), the amount of 
taxable income that shall be deemed to have been 
earned in a taxation year in a particular province by 
an insurance corporation is that proportion of its tax- 
able income for the year that the aggregate of 


(a) its net premiums for the year in respect of in- 
surance on property situated in the province, and 


(b) its net premiums for the year in respect of in- 
surance, other than on property, from contracts 
with persons resident in the province, 


is of the total of such of its net premiums for the year 
as are included in computing its income for the pur- 
poses of Part I of the Act. 


(2) In this section, “net premiums” of a corporation 
for a taxation year means the aggregate of the gross 
premiums received by the corporation in the year 
(other than consideration received for annuities), mi- 
nus the aggregate for the year of 


(a) premiums paid for reinsurance, 


(b) dividends or rebates paid or credited to poli- 
cyholders, and 


(c) rebates or returned premiums paid in respect 
of the cancellation of policies, 


by. the corporation. 


(3) For the purposes of subsection (1), where an in- 
surance corporation had no permanent establishment 
in a taxation year in a particular province, 


(a) each net premium for that year in respect of 
insurance on property situated in the particular 
province shall be deemed to be a net premium in 
respect of insurance on property situated in the 
province in which the permanent establishment of 
the corporation to which the net premium is rea- 
sonably attributable is situated; and 


(b) each net premium for that year in respect of 
insurance, other than on property, from contracts 
with persons resident in the particular province 


Reg. 405(2)(a) 


shall be deemed to be a net premium in respect of 
insurance, other than on property, from contracts 
with persons resident in the province in which the 
permanent establishment of the corporation to 
which the net premium is reasonably attributable 
is situated. | 


404. Chartered banks —(1) Notwithstanding 
subsections 402(3) and (4), the amount of taxable in- 
come that shall be deemed to have been earned by a 
chartered bank in a taxation year in a province in 
which it had a permanent establishment is 1/3 of the 
aggregate of 


(a) that proportion of its taxable income for the 
year that the aggregate of the salaries and wages 
paid in the year by the bank to employees of its 
permanent establishment in the province is of the 
aggregate of all salaries and wages paid in the 
year by the bank, and — 


(b) twice that proportion of its taxable income for 
the year that the aggregate amount of loans and 
deposits of its permanent establishment in the 
province for the year is of the aggregate amount 
of all loans and deposits of the bank for the year. 


(2) For the purposes of subsection (1), the amount of 
loans for a taxation year is 1/12 of the aggregate of 
the amounts outstanding, on the loans made by the 
bank, at the close of business-on the last day of each 
month in the year. 


(3) For the purposes of subsection (1), the amount of 
deposits for a taxation year is 1/12 of the aggregate 
of the amounts on deposit with the bank at the close 
of business on the last day of each month in the year. 


(4) For the purposes of subsections (2) and (3), loans 
and deposits do not include bonds, stocks,.deben- 
tures, items in transit and deposits in favour of Her 
Majesty in right of Canada. 

History: Subsec. 404(1) substituted by P.C. 1980-3346, s. 2, De- 
cember 11, 1980, Canada Gazette, Part Il, December 24, 1980, ef- 


fective in respect of taxation years of corporations commencing af- 
ter 1980. 


405. Trust and loan corporations — (1) Not- 
withstanding subsections 402(3) and (4), the amount 
of taxable income that shall be deemed to have been 
earned in a taxation year by a trust and loan corpora- 
tion, trust corporation or loan corporation in a prov- 
ince in which it had a permanent establishment is 
that proportion of its taxable income for the year that 
the gross revenue for the year of its permanent estab- 
lishment in the province is of the total gross revenue 
for the year of the corporation. 


(2) In subsection (1), “gross revenue for the year of 
its permanent establishment in the province’ means 
the aggregate of the gross revenue of the corporation 
for the year arising from 


(a) loans secured by lands ‘situated in the 
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province; 


(b) loans, not secured by land, to persons residing 
in the province; 


(c) loans 


(i) to persons residing in a province or country 
other than Canada in which the corporation 
has no permanent establishment, and 


(ii) administered by a permanent establish- 
ment in the province, 


except loans secured by land situated in a prov- 
ince or country other than Canada in which the 
corporation has a permanent establishment; and 


(d) business conducted at the permanent estab- 
lishment in the province, other than revenue in 
respect of loans. 

History: S. 405 substituted by P.C. 1980-3346, s. 3, December 11, 


1980, Canada Gazette, Part Il, December 24, 1980, effective in re- 
spect of taxation years of corporations commencing after 1980. 


406. Railway corporations — (1) Notwithstand- 
ing subsections 402(3) and (4), the amount of taxa- 
ble income that shall be deemed to have been earned 
by a railway corporation in a taxation year in a prov- 
ince in which it had a permanent establishment is, 
unless subsection (2) applies, '/2 the aggregate of 


(a) that proportion of the taxable income of the 
corporation for the year that the equated track 
miles of the corporation in the province is of the 
equated track miles of the corporation in Canada; 
and 


(b) that proportion of the taxable income of the 
corporation for the year that the gross ton miles 
of the corporation for the year in the province is 
of the gross ton miles of the corporation for the 
year in Canada. , 


(2) Where a corporation to which subsection (1) 
would apply, if this subsection did not apply thereto, 
operates an airline service, ships or hotels or receives 
substantial revenues that are petroleum or natural gas 
royalties, or does a combination of two or more of 
those things, the amount of its taxable income that 
shall be deemed to have been earned in a taxation 
year in a province in which it had a permanent estab- 
lishment is the aggregate of the amounts computed 


(a) by applying the provisions of section 407 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the operation of the airline service; 


(b) by applying the provisions of section 410 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the operation of the ships; 


(c) by applying the provisions of section 402 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the operation of the hotels; 
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(d) by applying the provisions of section 402 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the ownership by the taxpayer of petroleum 
or natural gas rights or any interest therein; and 
(e) by applying the provisions of subsection (1) to 
the remaining portion of its taxable income for 
the year. 


(3) In this section, “equated track miles” in a speci- 
fied place means the aggregate of 


(a) the number of miles of first main track, 


(b) 80 per cent of the number of miles of other 
main tracks, and 


(c) 50 per cent of the number of miles of yard 
tracks and sidings, 


in that place. 


(4) For the purpose of making an allocation under 
paragraph (2)(b), a reference in section 410 to “sala- 
ries and wages paid in the year by the corporation to 
employees” shall be read as a reference to salaries 
and wages paid by the corporation to employees em- 
ployed in the operation of permanent establishments 
(other than ships) maintained for the shipping 
business. 


(5) For the purpose of making an allocation under 
paragraph (2)(c), 
(a) a reference in section 402 to “gross revenue 
for the year reasonably attributable to the perma- 
nent establishment in the province” shall be read 
as a reference to the gross revenue of the tax- 
payer from operating hotels therein; 


(b) a reference in section 402 to “total gross reve- 
nue for the year” shall be read as a reference to 
the total gross revenue of the taxpayer for the 
year from operating hotels; and 


(c) a reference in section 402 to “salaries and 
wages paid in the year by the corporation to em- 
ployees” shall be read as a reference to salaries 
and wages paid to employees engaged in the op- 
erations of its hotels. 


(6) Notwithstanding subsection 402(5), for the pur- 
pose of making an allocation under paragraph (2)(d), 


(a) a reference in section 402 to “gross revenue 
for the year reasonably attributable to the perma- 
nent establishment in the province” shall be read 
as a reference to the gross revenue of the tax- 
payer from the ownership by the taxpayer of pe- 
troleum and natural gas rights in lands in the 
province and any interest therein; 


(b) a reference in section 402 to “total gross reve- 
nue for the year” shall be read as a reference to 
the total gross revenue of the taxpayer from own- 
ership by the taxpayer of petroleum and natural 
gas rights and any interest therein; and 


(c) a reference in section 402 to “salaries and 
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wages paid in the year by the corporation to em- 

| ployees” shall: be read as a-reference to salaries 
and wages paid to employees employed in con- 
nection with the corporation’s petroleum and nat- 
ural gas rights and interests therein. 


History: All that portion of subsec. 406(1) preceding para, (a), and 
subsec. 406(2) substituted. by P.C.. 1980-3346, s. 4, December 11, 


1980, Canada Gazette, Part Il, December 24, 1980, effective in re- | 


spect of taxation years of corporations commencing after 1980. 


407. Airline corporations — (1) Notwithstanding 
subsections 402(3) and (4), the amount of taxable in- 
come that shall be deemed to have been earned in a 
taxation year by an airline corporation in a province 
in which it had a permanent establishment is the 
amount that is equal to '/4 of the aggregate of 


(a) that proportion of its taxable income for the 
year that the capital cost of all the corporation’s 
fixed assets, except aircraft, in the province at the 
end of the year is of the capital cost of all its 
fixed assets, except aircraft, in Canada at the end 
of the year; and. 


(b) that proportion of its taxable income for the 
year that three times the number of revenue plane 
miles flown by its aircraft in the province during 

’ the year is of the total number of revenue plane 
miles flown by its aircraft in Canada during the 
year other than miles flown in a province in 
which the corporation had no ee 
establishment. 


(2) For the purposes of this section, “revenue. plane 
miles flown” shall be weighted according to take-off 
weight of the aircraft operated. 


(3) For the purposes of this section, “take-off 
weight” of an aircraft means 


(a) for an aircraft in respect of which an applica- 
tion form for a Certificate of Airworthiness has 
been submitted to and accepted by the Depart- 
ment of Transport, the maximum permissible 
take-off weight, in pounds, shown on the form; 
and 


(b) for any other aircraft, the weight, in pounds, 
that may reasonably be considered to be. the 
equivalent of the weight referred to in paragraph 
(a). | | 

History: Para. 407(1)(b) substituted by P.C. 1994-662, s. 2, April 


28, 1994, Canada Gazette, Part Il, May 18, 1994, applicable to tax- 
ation years commencing after 1992. 


Subsec. 407(1) substituted by P.C. 1980-3346, s..5, December 11, 
1980, Canada Gazettes Part Il, December.24, 1980, effective in re- 
spect of taxation years of Corporations commencing after 1980. 


Subsecs. 407(2), (3) substituted by P.C. 1978-1004, s. 1, April 6, 
1978, Canada Gazette, Part II, April 26, 1978, applicable to. taxa- 
tion years commencing on and after January 1, 1978. 


408. Grain elevator operators — Notwithstand- 
ing subsections 402(3) and (4), the amount of taxa- 
ble income of a corporation whose chief business is 


Reg. 410(1)(a) 


the operation of grain elevators that shall be deemed 
to have been earned by that corporation in a taxation 
year in a province in which it had a permanent estab- 
lishment is '/2 of the aggregate of 


(a) that proportion of its taxable income for the 
year that the number of bushels of grain received 
in the year in the elevators operated by the corpo- 
ration in the province is of the total number of 
bushels of grain received in the year in all the ele- 
vators operated by the corporation; and 


(b) that proportion of its taxable income for the 
year that the aggregate of salaries and wages paid 
in the year by the corporation to employees of its 
permanent establishment in the province is of the 
aggregate of all salaries and wages paid in the 
year by the corporation. 

History: S. 408 substituted by P.C. 1980-3346, s. 6, December 11, 


1980, Canada Gazette, Part Il, December 24, 1980, effective in re- 
spect of taxation years of corporations commencing after 1980. 


409. Bus and truck operators — Notwithstand- 
ing subsections 402(3) and (4), the amount of taxa- 
ble income of a corporation whose chief business is 
the transportation of goods or passengers (other than 
by the operation of a railway, ship or airline service) 
that shall be deemed to have been earned by that cor- 
poration in a taxation year in a province in which it 
had a permanent establishment is 1/2 of the aggregate 
of 


(a) that proportion of its taxable income for the 
year that the number of kilometres driven by the 
corporation’s vehicles, whether owned or leased, 
on roads in the province in the year is of the total 
number of kilometres driven by those vehicles in 
the year on roads other than roads in provinces or 
countries in which the corporation had no perma- 
nent establishment; and 


(b) that proportion of its taxable income for the 
year that the aggregate of salaries and wages paid 
in the year by the corporation to employees of its 
permanent establishment in the province is of the 
aggregate of all salaries and Hehe paid in the 
year by the corporation. 

History: Para. 409(a) substituted by P.C. 1986-1251, s. 1, May 29, 


1986, Canada Gazette, Part II, June 11, 1986, applicable to 1985 et 
seq. 


S. 409 substituted by P.C. 1980-3346, s..7, December 11, 1980, 
Canada Gazette, Part Il, December 24, 1980, effective in respect of 
taxation years of corporations commencing after 1980. 


410. Ship operators — (1) Notwithstanding sub- 
sections 402(3) and (4), the amount of taxable in- 
come of a corporation whose chief business is the 
operation of ships that shall be deemed to have been 
earned by the corporation in a taxation year in a 
province in which it had a permanent establishment 
is the aggregate of, 


(a) that portion of its allocable income for the 
year that its port-call-tonnage in the province is 
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of its total port-call-tonnage in all the provinces 
in which it had a permanent establishment; and 


(b) if its taxable income for the year exceeds its 
allocable income for the year, that proportion of 
the excess that the aggregate of the salaries and 
wages paid in the year by the corporation to em- 
ployees of the permanent establishment (other 
than a ship) in the province is of the aggregate of 
salaries and wages paid in the year by the corpo- 
ration to employees of its permanent establish- 
ments (other than ships) in Canada. 


(2) In this section, 


(a) “allocable income for the year’ means that 
proportion of the taxable income of the corpora- 
tion for the year that its total port-call-tonnage in 
Canada is of its total port-call-tonnage in all 
countries; and 


(b) “port-call-tonnage” in a province or country 
means the aggregate of the products obtained by 
multiplying, for each ship operated by the corpo- 
ration, the number of calls made in the year by 
that ship at ports in that province or country by 
the number of tons of the registered net tonnage 
of that ship. 

History: S. 410 substituted by P.C. 1980-3346, s. 7, December 11, 


1980, Canada Gazette, Part II, December 24, 1980, effective in re- 
spect of taxation years of corporations commencing after 1980. 


411. Pipeline operators — Notwithstanding sub- 
sections 402(3) and (4), the amount of taxable in- 
come of a corporation whose chief business is the 
operation of a pipeline that shall be deemed to have 
been earned by that corporation in a taxation year in 
a province in which it had a permanent establishment 
is 1/2 of the aggregate of 


(a) that proportion of its taxable income for the 
year that the number of miles of pipeline of the 
corporation in the province is of the number of 
miles of pipeline of the corporation in all the 
provinces in which it had a permanent establish- 
ment; and 


(b) that proportion of its taxable income for the 
year that the aggregate of the salaries and wages 
paid in the year by the corporation to employees 
of its permanent establishment in the province is 
of the aggregate of salaries and wages paid in the 
year by the corporation to employees of its per- 
manent establishments in Canada. 

History: S. 411 substituted by P.C. 1980-3346, s. 7, December 11, 

1980, Canada Gazeite, Part Il, December 24, 1980, effective in re- 

spect of taxation years of corporations commencing after 1980. 


412. Divided businesses — Where part of the 
business of a corporation for a taxation year, other 
than a corporation described in section 403, 404, 
405, 406, 407, 408, 409, 410 or 411, consisted of op- 
erations normally conducted by a corporation de- 
scribed in one of those sections, the corporation and 
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the Minister may agree to determine the amount of 
taxable income deemed to have been earned in the 
year in a particular province to be the aggregate of 
the amounts computed 


(a) by applying the provisions of such of those 
sections as would have been applicable if it had 
been a corporation described therein to the por- 
tion of its taxable income for the year that might 
reasonably be considered to have arisen from that 
part of the business; and 


(b) by applying the provisions of section 402 to 
the remaining portion of its taxable income for 
the year. 


413. Non-resident corporations — (1) For the 
purposes of this Part, where a corporation is not resi- 
dent in Canada, “salaries and wages paid in the year” 
by the corporation does not include salaries and 
wages paid to employees of a permanent establish- 
ment outside Canada and “taxable income” shall be 
deemed to refer to taxable income earned in Canada 
as determined under section 115 of the Act. 


(2) For the purposes of paragraph 402(3)(a), where a 
corporation is not resident in Canada, “total gross 
revenue for the year” of the corporation does not in- 
clude gross revenue reasonably attributable to a per- 
manent establishment outside Canada. 


414. Nova Scotia offshore area — For the pur- 
pose of subsection 123(2) of the Act, the “amount 
taxable earned by the corporation in the year in the 
Nova Scotia offshore area’, in respect of a corpora- 
tion for a taxation year, means the amount of taxable 
income of the corporation earned in the year that 
would be allocated under this Part to the Nova Scotia 
offshore area if the reference to the word “province” 
in this Part were read as “Nova Scotia offshore 
area”. 


415. For the purposes of this Part and subsection 
123(2) of the Act, “Nova Scotia offshore area” has 
the meaning assigned to the expression “offshore 
area” by subsection 63(1) of the Canada-Nova Sco- 
tia Oil and Gas Agreement Act. 

History: Ss. 414 and 415 added by P.C. 1985-2433, August 7, 


1985, Canada Gazette, Part II, August 21, 1985, applicable to taxa- 
tion years commencing after June 22, 1984. 


Part v — Non-Resident- 
Owned Investment 
Corporations 


History: Part V was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979. 


500. Elections — Any election by a corporation to 


2036 


Part VII — Logging Taxes on Income 


be taxed ‘under ‘section 133 of the Act shall be made 
by forwarding by registered mail to the Direc- 
tor—Taxation at the District Office of the Department 
of National Revenue, Taxation that serves the area in 
which the. head office of the corporation is located 
the following documents: 


(a) a letter stating that the corporation elects to be 
taxed under the said section 133; 


(b) a certified copy of the resolution of the direc- 
tors of the corporation authorizing the election to 
be made; and 


(c) a certified list showing 
(1) the names and addresses of the registered 


shareholders and the number of shares of each 
Class held by each, 


(11) the names and addresses of the holders of 
the corporation’s bonds, debentures, or other 
funded indebtedness, if any, and 


(ili) the names.and addresses of the beneficial 
owners of shares, bonds, debentures, or other 
funded indebtedness in cases where the regis- 
tered shareholders or holders, as the case may 
be, are not the beneficial owners. 
History: S. 500 amended by P.C. 1983-867, March 25, 1983, Can- 
ada Gazette, Part Il, April, 1983, to substitute “Director—Taxation at 
the District Office of the Department of National Revenue, Taxation 
that serves the area in which the head office of the corporation is 
located” for “Deputy Minister of National Revenue for Taxation at 
Ottawa”, and to remove the requirement to file duplicate copies of 
the documents listed. 


501. Elections revoked — Any election to be 
taxed under section 133 of the Act shall be revoked 
by a corporation by forwarding by registered mail to 
the Deputy Minister of National Revenue for Taxa- 
tion at Ottawa the following documents in duplicate: 


(a) a letter stating that the corporation revokes its 
election; and 


(b) a certified copy of the resolution of the direc- 
tors of the corporation authorizing the election to 
be revoked. 


502. Certificates of changes of ownership — 
A corporation which is taxable under section 133 of 
the Act.shall attach to its return of income required 
under subsection 150(1) of the Act, a certified state- 
ment showing any changes during the taxation year 
in the information referred to in paragraph 500(c). 


503. [Revoked] 


History: S. 503 revoked by P.C. 1980-502, s. 1, February 8, 1980, 
Canada Gazette, Part Il, February 27, 1980, effective January 1, 
1979. 


Part vi— Elections 


600. For the purposes of paragraphs 220(3.2)(a) and 
(b) of the Act, the following are prescribed 


Reg. 700(1)(b) 


provisions: 
(a) section 21 of the Act; 
(b) subsections 13(4) and (7.4), 14(6), 44(1) and 
(6), 45(2) and (3), 53(2.1), 70(6.2), (9), (9.1), 
(9.2) and (9.3), 72(2), 73(1), 80(3), 80.1(4), 
82(3), 83(2), 104(5.3) and (14), 110.4(2), 
, 146.01(7), 164(6) and 184(3) of the Act; 
(c) paragraphs 48(1)(a) and (c), 50(1)(b), 
66.7(7)(c), (d) and (e) and (8)(c), (d) and (e), 
80.01(4)(c) and 128.1(4)(d) of the Act; 
(c.1) subparagraph 128.1(4)(b)(iv) of the Act; and 


(d) subsections 1103(1), (2) and (2d) and 
5907(2.1) of these Regulations. 
History: Paras. 600(b), (c) and (d) amended by P.C. 1996-214, 


February 20, 1996, Canada Gazette, Part II, March 6, 1996, effec- 
tive March 6, 1996. 


Paras. 600(b), (c) and (d) amended and para. (c.1) added, by P.C. 
1995-1210, July 26, 1995, Canada Gazette, Part II, August 9, 1995. 


Paras. 600(b) and (c) amended by P.C. 1993-1942, December 2, 
1993, Canada Gazette, Part Il, December 15, 1993. 


Part VI (s. 600) added by P.C. 1992-914, May 7, 1992, Canada Ga- 
zette, Part Il, May 20, 1992 effective commencing December 17, 
1991. 


Former Part VI “Credit Union Reserves”, revoked by P.C. 1990- 
2779, s. 1, December 20, 1990, Canada Gazette, Part Il, January 16, 
1991, applicable to taxation years commencing after June 17, 1987 
that end after 1987. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


Part vil— Logging Taxes on 
Income 


History: Part VII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette; Part II, August 
8,.1979; 


Heading preceding s. 700 substituted by P.C. 1978-1315, s. 1, April 
20, 1978, Canada Gazette, Part II, May 10, 1978. 


700. Logging — (1) Except as provided in subsec- 
tion (2), for the purposes of paragraph 127(2)(a) 
[127(2)“income for the year from logging operations 
in the province”’] of the Act “income for the year 
from logging operations in the province” means the 
aggregate of 


(a) where standing timber is cut in the province 
by the taxpayer or logs cut from standing timber 
in the province are acquired by the taxpayer. and 
the logs so obtained are sold by the taxpayer in 
the province before or on delivery to a sawmill, 
pulp or paper plant or other place for processing 
logs, the taxpayer’s income for the year from the 
sale, other than any portion thereof that was. in- 
cluded in computing the taxpayer’s income from 
logging operations in the province for a previous 
year; 

(b) where standing timber in the province or the 
right to cut standing timber in the province is sold 
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by the taxpayer, the taxpayer’s income for the 
year from the sale, other than any portion thereof 
that was included in computing the taxpayer’s in- 
come from logging operations in the province for 
a previous year; 

(c) where standing timber is cut in the province 
by the taxpayer or logs cut from standing timber 
in the province are acquired by the taxpayer, if 
the logs so obtained are 


(i) exported from the province and are sold by 
him prior to or on delivery to a sawmill, pulp 
or paper plant or other place for processing 
logs, or | 


(ii) exported from Canada, 


the amount computed by deducting from the 
value, as determined by the province, of the logs 
so exported in the year, the aggregate of the costs 
of acquiring, cutting, transporting and selling the 
logs; and 


(d) where standing timber is cut in. the province 
by the taxpayer or logs cut from standing timber 
in the province are acquired by the’ taxpayer, if 
the logs are processed by the taxpayer or by a 
person on his behalf.in a sawmill, pulp or paper 
plant or other place for processing logs in Can- 
ada, the income of the taxpayer for the year from 
all sources minus the aggregate of 


(i) his income from sources other than logging 
operations carried on in Canada and other 
than the processing in Canada by him or. on 
his behalf and sale by him of logs, timber and 
products produced therefrom, 


(ii) each amount included in the aggregate de- 
termined under this subsection. by virtue of 
paragraph (a), (b) or (c), and 


(iii) an amount equal to eight per cent of the 
original cost to him of properties described in 
Schedule If used by him in the year in the 
processing of logs or products derived there- 
from or, if the amount so determined is 
greater than 65 per cent of the income remain- 
ing after making the deductions under subpar- 
agraphs (i) and (ii), 65 per cent of the income 
so remaining or, if the amount so determined 
is less than 35 per cent of the income so re- 
maining, 35 per cent of the income so 
remaining. 

History: Paras. 700(1)(a), (b) substituted by P.C. 1992-1862, Au- 

gust 27, 1992, Canada Gazette, Part II, September 9, 1992, applica- 

ble in respect of taxation yearsi beginning after 1990. 

All that portion of para. 700(1)(d) preceding subpara. (ii) and all 

that portion of para.’700(2)(b) preceding subpara. (ii) substituted by 

P.C. 1987-2355, November 26, 1987, Canada Gazette, Part Il, De- 


cember 9, 1987, applicable to taxation years, ending after December 
9, 1987. 


(2) Where the taxpayer cuts standing timber or ac- 
quires logs cut from standing timber in more ‘than 
one province, for the purposes. of. paragraph 
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127(2)(a) [127(2)“income for the year from logging 
operations in the province’’] of the Act “income for 
the year from logging operations in the province” 
means the aggregate of | 


(a) the amounts determined in respect of that 
province in accordance with paragraphs (1)(a), 
(b) and (c); and 


(b) where the logs are processed by the taxpayer 
or by a person on his behalf in a sawmill, pulp or 
paper plant or other place for processing logs in 
Canada, an amount equal to the proportion of the 
income of the taxpayer for the year from all 
sources minus the aggregate of 


(i) his income from sources other than logging 
operations carried on in Canada and other 
than the processing in Canada by him or on 
his behalf and sale by him of logs, timber and 
products produced therefrom, 


(ii) the aggregate of amounts determined in 
respect of each province in accordance with 
paragraphs (1)(a), (b) and (c), and 


(iii) an amount equal to eight per cent of the 
original cost to him of properties described in 
Schedule II used by him in the year in the 
processing of logs or products derived there- 
from or, if the amount so determined is 
greater than 65 per cent of the income remain- 
ing after making the deductions under subpar- 
agraphs (i) and (ii), 65 per cent of the income 
so remaining or, if the amount so determined 
is less than 35 per cent of the income so re- 
maining, 35 per cent of the income so 
remaining, 
that io 
(iv) the quantity of standing timber cut in the 
province in the year by the taxpayer and logs 
cut from standing timber in the province ac- 
quired by the taxpayer in the year, 
is of 

(v) the total quantity of standing timber cut 
and logs acquired in the year by the taxpayer. 


Forms: T2S(21): Federal foreign income tax credits and federal 
logging tax credit. 


(3) For the purposes of paragraph 127(2)(b) 
[127(2)‘logging tax’’] of the Act, the tax imposed by 
the legislature of 
(a) the Province of British Columbia under the 
Logging Tax Act of that province, and 


(b) [Revoked] 


(c) the Province of Quebec under Part VII of the 
Taxation Act of that province, 


are each declared to be a tax of general application 
on income from logging operations. 
History: Para. 700(3)(b) revoked, (c) substituted by P.C. 1982- 


3879, December 16, 1982, Canada Gazette, Part Il, January 12, 
1983, applicable, as to para. 700(3)(b), in respect of taxation years 
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ending after March 30, 1972, and, as to. — 700(3)(c), in respect of 


1972 -et seq: 


7 On [R Revoked’ 


History: S. 701 revoked by P.C. 1978-1315, s, 2, April 20, 1978, 
Canada Gazette, Part Il, May 10, 1978. 


Part vill — Non- Resident 
Taxes © 


History: Part VIL was consolidated * the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
rca las MASP 


800. Registered non- -resident insurers — For 


the purposes of subsection 215(4) of the Act, subsec- | 


tions 215(1), (2) and (3) of the Act do not apply to 
amounts paid or credited to a sh gh non- pba 
insurer. 


801. Filing of returns by non-resident insur- 
ers — For the purposes of subsection 215(4) of the 
Act, where a taxpayer is a registered non-resident in- 
surer in a taxation year, the taxpayer shall file a re- 
turn in respect thereof in prescribed form with the 
Minister within the six month period immediately 
following the end of the year. 


History: S. 801 substituted by P.C. 1990-2002, s. 1, September 20, 
1990, Canada Gazette, Part Il, October 10, 1990, applicable in re- 
spect ‘of taxation years beginning after June 17, 1987 and ending 
after 1987. 


Forms: T2016: Part XIII tax return — tax on income from Canada 
of registered non-resident insurers. 


802. Amounts taxable — For the purposes of par- 
agraph 214(13)(c) of the Act, the amounts taxable 
under Part XIII of the Act in a relevant taxation year 
of 'a'‘taxpayer aré amounts paid or credited to the tax- 
payer in the relevant taxation year other than 
amounts included pursuant to Part I of the Act in 
computing the taxpayer's income from a business 
carried on: by: it in Canada: | 


803. payne’ of tax by non- Lsatdet insur- | 


ers — For the purposes of subsection 215(4) of the 
Act, a taxpayer shall pay to the Receiver General, on 
or before the last day on which the return in respect 
of a relevant taxation year is required to be filed pur- 
suant to section 801, the tax payable by the taxpayer 
under Part XIII of the Act on amounts referred to in 
section 802 in respect of the relevant taxation year. 


804. Interpretation — In this part, “registered non- 
resident insurer” means a non-resident corporation 
registered to carry on business in Canada under Part 
VIII of the Canadian and British Insurance Compa- 
nies Act or under the Foreign Insurance Companies 
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Act. 


History: The heading preceding s. 800, and ss. 800 to 804, were 
substituted by P.C. 1979-1485, May 17, 1979, Canada Ca ee | Part 
Il, June 13, peli effective for 1978 et seq. 


805. Other reAbPastdent persons — (1) Every 
non-resident person who carries on business in Can- 
ada shall be taxable under Part XII of the Act on all 
amounts otherwise taxable under that Part except 
those amounts that 


(a). may reasonably be attributed to the business 
carried on by him through a permanent establish- 
ment (within the meaning assigned by subsection 
400(2) or that would be assigned by that subsec- 
tion if he were a corporation) in Canada; or 

(b) are required by subparagraph 115(1)(a)(iii.3) 
of the Act to be included in computing his taxa- 
ble income earned in the year in Canada. 


(2) Where the Minister is satisfied that under gibacee 
tion (1) an amount is not taxable under Part XIII of 
the Act, he may permit payment to be made to the 
non-resident person without any deduction being 


-made under section 215 of the Act. 


(3) Subsections (1) and (2) do not apply in respect a 
amounts upon which tax under Part XIII of the Act is 
payable in a relevant taxation year by a taxpayer re- 
quired by» section 801 to file the return described/in 
that section in: respect of that year. 

History: Para 805(1)(a) substituted by P.C. 1988-390, s. 3, March 
3, 1988, Canada Gazette, Part I; March 16; 1988. 

Para. 805(1)(b) substituted by P.C. 1984-3789, s. 3, November 29, 
1984; Canada Gazette, Part Il, December 12, 1984. - 


Subsec. 805(1) substituted by P.C. 1981-2208; s. 1; August 19, 
1981, Canada Gazette, Part I, September 9, 1981, gS to 
taxation years ending after December 11, 1979. 


Interpretation Bulletins: IT-420R3: Non-tesidents — income 
earned in Canada; IT-438R2:-Crown charges — resource properties 
in, Canada. 


806. International organizations and agen- 
cies — For the purposes of clause 212(1)(b)(ii)(B) 
of the Act, the following international organizations 
and agencies are hereby prescribed: 


(a) Bank for International Settlements; 

(b) European Fund; 

(c) International Bank for Reconstruction and 
Development; ‘ 

(d) International Development Association; 

(e) International Finance Corporation; and 

(f) leet Maude Monetary Fund. 


806.1 For the purposes of subparagraph 212(1)(b)(x) 
of the Act, the Bank for International Settlements 
and the European Bank for Reconstruction and De- 
velopment are prescribed international agencies. 


History: S. 806.1 substituted by P.C. 1994-270, February 16, 1994, 
Canada Gazette, Part II, March 9, 1994, applicable after 1990. 
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S. 806.1 added by P.C. 1988-390, s. 4, March 3, 1988, Canada Ga- 
zette, Part Il, March 16, 1988, effective May 24, 1985. 


806.2 Prescribed obligation — For the purpose 
of paragraph 212(1)(b) of the Act, an obligation is a 
prescribed obligation if it is an indexed debt obliga- 
tion and no amount payable in respect of it is 


(a) contingent or dependent upon the use of, or 
production from, property in Canada; or 


(b) computed by reference to 


(i) revenue, profit, cash flow, commodity 
price or any other similar criterion, other than 
a change in the purchasing power of money, 
or 


(ii) dividends paid or payable to shareholders 
of any class of shares. 
History: S. 806.2 amended by P.C. 1996-1419, s. 2, September 11, 


1996, Canada Gazette, Part II, October 2, 1996, applicable to debt 
obligations issued after October 16, 1991. 


S. 806.2 added by P.C. 1993-1331, June 16, 1993, Canada Gazette, 
Part II, June 30, 1993, applicable in respect of debt obligations is- 
sued after October 16, 1991. 


Interpretation Bulletins: IT-361R3: Exemption from Part XIII 
tax on interest payments to non-residents. 


807. Identification of obligations — For the pur- 
poses of subsection 240(2) of the Act, the letters 
“AX” or the letter “F”’ as the case may be, shall be 
clearly and indelibly printed in gothic or similar style 
capital letters of seven point or larger size either as a 
prefix to the coupon number or on the lower right 
hand corner of each coupon or other writing issued 
in evidence of a right to interest on an obligation re- 
ferred to in that subsection. 


808. Allowances in respect of investment in 
property in Canada — (1) For the purposes of 
paragraph 219(1)(h) of the Act, a corporation’s al- 
lowance for a taxation year in respect of its invest- 
ment in property in Canada is hereby prescribed to 
be the amount, if any, by which 


(a) the corporation’s qualified investment in 
property in Canada at the end of the year, 


exceeds 
(b) the aggregate of 


(i) all allowances computed under this section 
as it read in its application to each of the taxa- 
tion years of the corporation that ended before 
1972 to the extent that for those taxation years 
such allowances reduced the amount on which 
the corporation was taxable under subsection 
110B(1) of the Act as it read in its application 
to those taxation years, and 


(ii) the capital investment of the corporation 
in property in Canada at the end of the corpo- 
ration’s 1960 taxation year, determined under 
this section as it read in its application to the 
1961 taxation year. 
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(2) For the purposes of subsection (1), where, at the 
end of a taxation year, a corporation is not a member 
of a partnership that was carrying on business in 
Canada at any time in the year, the corporation’s 
“qualified investment in property in Canada at the 
end of the year” is the amount, if any, by which the 
aggregate of 


(a) the cost amount to the corporation, at the end 
of the year, of land in ‘Canada owned by it at that 
time for the purpose of gaining or producing in- 
come from a business carried on by it in Canada, 
other than land that is 


(i) described in the corporation’s inventory, 
(11) depreciable property, 
(iii) a Canadian resource property, or 


(iv) land the cost of which is or was deducti- 
ble in computing the corporation’s income, 


(b) an amount equal to the aggregate of the cost 
amount to the corporation, immediately after the 
end of the year, of each depreciable property in 
Canada owned by it for the purpose of gaining or 
producing income from a business carried on by 
it in Canada, 


(c) an amount equal to */; of the cumulative eligi- 
ble capital of the corporation immediately after 
the end of the year in respect of each business 
carried on by it in Canada, 


(d) where the corporation is not a principal-busi- 
ness corporation, within the meaning assigned by 
paragraph 66(15)(h) [66(15)“principal-business 
corporation”’] of the Act, an amount equal to the 
aggregate of the corporation’s 


(i) Canadian exploration and development ex- 
penses, within the meaning assigned by para- 
graph 66(15)(b) [66(15)““Canadian exploration 
and development expenses”] of the Act, in- 
curred by the corporation before the end of the 
year except to the extent that such expenses 
were deducted by the corporation in comput- 
ing its income for the year or for a previous 
taxation year, and 


(ii) cumulative Canadian exploration expense, 
within the meaning assigned by paragraph 
66.1(6)(b) [66.1(6)“cumulative Canadian ex- 
ploration expense”’] of the Act, at the end of 
the year minus any deduction under subsec- 
tion 66.1(3) of the Act in computing the cor- 
poration’s income for the year, 


(d.1) an amount equal to the corporation’s cumu- 
lative Canadian development expense, within the 
meaning assigned by paragraph 66.2(5)(b) 
[66.2(5)“cumulative Canadian development ex- 
pense’’] of the Act, at the end of the year minus 
any deduction under subsection 66.2(2) of the 
Act in computing the corporation’s income for 
the year, 


(d.2) an amount equal to the corporation’s cumu- 
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lative Canadian oil and gas property expense, 
within the meaning» assigned by paragraph 
66.4(5)(b) [66.4(5)“cumulative Canadian oil and 
gas property expense’’] of the Act, at the end of 
the year minus any deduction under subsection 
66.4(2) of the Act in computing the corporation’s 
income for the year, 


-(e) an amount equal to the aggregate of the cost 
amount to the corporation at the end of the year 
of each debt owing to it, or any other right of the 
‘corporation to receive an amount, that was out- 
standing as a result of the disposition by it of 
property in respect of which an amount would be 
included, by virtue of paragraph (a), (b), (c) or 
(h), in its qualified investment in property in Can- 
ada at the end of the year if the property had not 
been disposed of by it before the end of that year, 


(f) an amount equal to the aggregate of the cost 
amount to the corporation at the end of the year 
of each property, other than a Canadian resource 
property, that was described in the corporation’s 
inventory in respect of a business carried on by it 
in Canada, : 
(g) an amount equal to the aggregate of the cost 
amount to the corporation at the end of the year 
of each debt (other than a debt referred to in para- 
graph (e) or a debt the amount of which was de- 
ducted under paragraph 20(1)(p) of the Act in 
computing the corporation’s income for the year) 
owing to it 
(i) in respect of any transaction by virtue of 
which an amount has been included in com- 
puting its income for the year or for a previ- 
ous year from a business carried on by it in 
Canada, or 


(ii) where any part of its dni business 
carried on in Canada was the lending of 
money, in respect of a loan made by the cor- 
poration in the ordinary course of that part of 
its. business, 


(h) where the corporation was nen ee in Canada 
at-any time in the year, an amount equal to the 
aggregate of the cost amount to the corporation at 
the end of the year of any property in Canada 
owned by it 


(1) the cost amount of which is not included in 
its qualified investment in property in Canada 
at the end of the year by virtue of paragraph 
(a) or (b) or subparagraph (g)(i), but would be 
so included if those provisions were read 
without the phrase “from a business carried on 
by it in Canada’, 

(ii) that is a share of the capital stock of a cor- 
poration that was not described in the corpora- 
tion’s inventory in respect of a business. car- 
ried on by it in Canada, or 


(11) that is a bond, debenture, bill, note, mort- 
gage or similar obligation that was not de- 
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scribed in the corporation’s inventory in re- 
spect of a business carried on by it in Canada 
(other than.an obligation referred to in subpar- 
agraph (3)(a)(ili), a debt. referred to in para- 
graph (e) or (g) or a debt the amount of which 
was deducted under paragraph 20( 1)(p) of the 
Act in computing the corporation’s income for 
the year), and 


(i) an amount equal to the allowable liquid assets 
of the corporation at the end of the year, 


exceeds the aggregate of ~ 


(j) an amount equal to the aggregate of each 
amount deducted by the corporation under para- 
graph 20(1)(1), (.1) or (n) or subsection 64(1), 
(1.1) or (1.2) of the Act in computing its income 
for the year from a business carried on by it in 
Canada; 


(k) an amount equal to the aggregate of all 
amounts each of which is an amount deducted by 
the corporation in the year under subparagraph 
40(1)(a)Gii) or 44(1)(e)Gii) of the Act in respect 
of a debt referred to in paragraph (e); 


(1) an amount equal to the aggregate of each 
amount owing by the corporation at the end of 
the year on account of 


(i) the purchase price of property that is re- 
ferred to in paragraph (a), (b), (f).or (h) or that 
would be so referred to but for the fact that it 
has been disposed of before the end. of the 
year, 


(ii) Canadian exploration and development 
expenses, Canadian exploration expense, Ca- 
nadian development expense or Canadian oil 
and gas property expense, within the mean- 
ings assigned by paragraphs 66(15)(b) 
[66(15)“Canadian exploration and develop- 
ment expenses’, 66.1(6)(a) [66.1(6)“Cana- 
dian exploration expense”], 66.2(5)(a) 
[66.2(5)“Canadian development expense’’] 
and 66.4(5)(a) [66.4(5)“Canadian oil and gas 
property expense’’] of the Act, respectively, 


(iii) an eligible capital expenditure made. or 
incurred by the corporation before the end of 
the year in respect of a business carried on by 
it in Canada, or 


(iv) any other outlay or expense made or in- 
curred by the corporation to.the extent that it 
was deducted in computing its income for the 
year or for a previous taxation year from a 
business carried on by it in Canada; 


(m) an amount equal to the aggregate of all 
amounts each of which is an amount equal to that 
proportion of the amount owing (other than an 
amount owing on account of an outlay or expense 
referred to in paragraph (1)) by the corporation at 
the end of the year on account of an obligation 
outstanding at any time in the year in respect of 


Reg. 808(2)(m) 


which interest is stipulated to be payable by it 
that 


(i) the interest paid or payable on the obliga- 
tion by the corporation in respect of the year 
that is deductible, or would be deductible but 
for subsection 18(2), (3.1) or (4) or section 21 
of the Act, in computing its income for the 
year from a business carried on by it in 
Canada, 


is of 
(ii) the interest paid or payable on the obliga- 
tion by the corporation in respect of the year; 


(n) the amount, if any, by which 


(i) the amount (referred to in this paragraph as 
‘Part I liability”), if any, by which the tax 
payable for the year by the corporation under 
Part I of the Act exceeds the amount, if any, 
paid by the corporation before the end of the 
year on account thereof, 


exceeds 


(ii) where the corporation was, throughout the 
year, not resident in Canada, that proportion 
of the Part I liability that the amount, if any, 
determined under paragraph 219(1)(d) of, the 
Act in respect of the corporation for the year 
is of the corporation’s amount taxable (within 
the meaning given to that expression in sec- 
tion 123 of the Act) for the year, or 


(iii) in any other case, nil; 
(o) the amount, if any, by which 


(i) the amount (referred to in this paragraph as 
“provincial tax liability’), if any, by which 
any income taxes payable for the year by the 
corporation to the government of a province 
(to the extent that such taxes were not deducti- 
ble under Part I of the Act in computing the 
corporation’s income for the year from a busi- 
ness carried on by it in Canada) exceeds the 
amount, if any, paid by the corporation before 
the end of the year on account thereof, 


exceeds 


(ii) where the corporation was, throughout the 
year, not resident in Canada, that proportion 
of the provincial tax liability that the amount, 
if any, determined under paragraph 219(1)(d) 
of the Act in respect of the corporation for the 
year is of the corporation’s amount taxable 
(within the meaning given to that expression 
in section. 123 of the Act) for the year, or 


(iii) in any other case, nil; and, 


(p) where the corporation was resident in Canada 
at. any time in the year, an amount equal to, the 
aggregate of 


(i) an amount equal to the aggregate of each 
amount deducted by the corporation in the 
year under paragraph 20(1)(1) or (1.1) or sub- 
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~ section 64(1), (1.1) or (1.2) of the Act in com- 
puting its income for the year from a source 
other than 


(A) a business carried on by it in Canada, 
or 


(B) a property situated outside Canada, 


(ii) an amount equal to the aggregate of each 
amount owing by the corporation at the end of 
the year on account of any outlay or expense 
made or incurred by the corporation to the ex- 
tent that it was deducted in computing its in- 
come for the year or for a previous taxation 
year from a source other than 


(A) a business carried on by it in Canada, 
or 


(B) a property situated outside Canada, 
and 


(iii) an amount equal to the aggregate of all 
amounts each of which is an amount equal to 
that proportion of the amount owing (other 
than an amount owing on account of an outlay 
or expense referred to in subparagraph (ii) or 
paragraph (1)) by the corporation at the end of 
the year on account of an obligation outstand- 
ing at any time in the year in respect of which 
interest is stipulated to be payable by it that 


(A) the interest paid or payable on the obli- 
gation by the corporation in respect of the 
year that is deductible, or would be deduct- 
ible but for subsection 18(2), (3.1) or (4) or 
section 21 of the Act, in computing its in- 
come for the year from a source other than 


(I) a business carried on by it in Can- 
ada, or 
(II) a property situated outside Canada, 
is of 
(B) the interest paid or payable on the obli- 
gation by the corporation in respect of the 
year. 
History: Subpara. 808(2)(h)(iii) amended by P.C. 1994-1817, para. 
62(a), November 1, 1994, Canada Gazette, Part Il, November 30, 
1994, 
Paras. 808(2)(j), (p) substituted by P.C. 1990-2779, subsecs. 2(1), 
(2), December 20, 1990, Canada Gazette, Part Il, January 16, 1991, 
applicable to taxation years commencing after June 17, 1987 that 
end after 1987. 
Para. .808(2)(c) amended by P.C. 1990-754, subsec. 1(1), April 26, 
1990, Canada Gazette, Part II, May 9, 1990, applicable in respect of 
taxation years commencing after June 1988. 
Para. 808(2)(k), subpara. (m)(i) and cl. (p)(iii)(A) preceding subcl. 
(I) substituted by P.C. 1984-3789, subsecs. 4(1)-(3), November 29, 
1984, Canada Gazette, Part Il, December 12, 1984, effective as to 
subpara. (m)(i) and. cl. (p)(iii)(A) commencing January 1, 1982. 
Paras. 808(2)(d.2) added, (j) substituted, subpara. 808(2)(1)(ii), all 
that portion of subpara. 808(2)(p)(i) preceding cl. (A) substituted by 
P.C. 1981-2208, subsecs. 2(1)(4), August 19, 1981, Canada Ga- 


zette, Part II, September 9, 1981, applicable to taxation years ending 
after December 11, 1979. 
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(3) For the purposes of paragraph (2)(1), the “allowa- 
ble liquid assets of the corporation at the’end of the 
year’ is an. amount.equal to the lesser of 


(a) the aggregate of 


(i) the amount of Canadian currency owned 


by the corporation at the end of that year, 
(ii) the balance standing to the credit of the 


corporation at the end of that year as or on ac- | 
count of amounts deposited with a branch or | 


other office in Canada of 
(A) a bank, | 


(B).a corporation licensed or otherwise au- | 
thorized under the laws of Canada or a | 


province to carry.on in Canada the busi- 


ness of offering to the public its services as — 


_ trustee, or 
(C) a credit union, and 


(iii) an amount equal to the aggregate of the — 


cost amount to the corporation at the end of 
that year of each bond, debenture, bill, note, 
mortgage or similar obligation that was not 


described in the corporation’s inventory in re- — 
spect of a business carried on by it in Canada | 


(other than a debt referred to in paragraph 


(2)(e). or (g) or a debt-the amount.of which © 


was deducted under. paragraph 20(1)(p) of the 
Actin computing the corporation’s income for 
the year), that was issued: by a person resident 
in Canada with whom the corporation was 
dealing at arm’s length and that matures 
within one year after the date on which it was 
acquired by the corporation, 


to the extent that such amounts are attributable to 
the profits of the corporation from carrying on a 
business in Canada, or are used or held by the 
corporation in the year in the course of carrying 
on a business in Canada; and _ 


(b) an amount equal to “/ of the quotient cudninad 
by dividing 


(i) the aggregate of all amounts that aaa 
otherwise be determined under subparagraphs 
(a)(i), (ii) and (iii) if the references therein to 
“at. the end of that year” were read as refer- 
ences to “at the end of each month in that 


29 


year’, 
by 
(ii) the number of months in that year. 
History: Cl. 808(3)(a)(ii)(A) amended by P:C: 1994-1817, para. 


47(a), November 1, 1202 Canada Gazette, Part Il, November 30, 
1994. 


Subpara. 808(3)(a)(iii) amended, and that portion of para. (a) fol- 
lowing subpara. (iii) added, by P.C. 1993-1548, July 21, 1993, Can- 
ada Gazette, Part I, August'11, 1993, PON to taxation years 
ending after August 11, 1993. Efe at) 


(4) For the purposes of subsection (1), where, at the 
end of a taxation year, a corporation is a member of 
a partnership that was carrying on business in Can- 
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ada at any time in that year, the corporation’s quali- 
fied investment in property in Canada at the end of 
the year isan amount. equal to the aggregate of 


(a) the amount, if any, that would be determined 
under subsection (2) if the corporation were not, 
at the end of the year, a member of a partnership 
that was carrying on business in Canada at any 
time in, the year; and. . 


(b) an amount equal to the portion of the amount 
of the partnership’s qualified investment in prop- 
erty in Canada at the end of the last:fiscal period 
of the partnership ending in the taxation year of 
the:corporation that may reasonably be attributed 
to the corporation, having regard to:all the cir- 
cumstances. including the rights the corporation 
would have, if the partnership. ceased to exist, to 
share in the distribution of the property owned by 
the partnership for the purpose of gaining or pro- 
ducing income from a business carried on by it in 
Canada. 


(5) For the purposes of subsection (4), a Barer: 
ship’s: “qualified: investment in property in Canada’ 
at the end of a fiscal period is the amount, if any, by 
which the aggregate of 


(a) the cost amount tothe aati at the end 
of the fiscal period, of land in Canada owned by 
it at that time for the purpose of gaining or pro- 
ducing income from:a business carried on by it in 
Canada, other than land: that is_ 


(i). described 
partnership, 


in the inventory of the 


(i) depreciable property, 
(iii) a Canadian resource property, or 
(iv) land the cost of which is or was deducti- 
ble in computing the income of the partner- 
ship or the income of a member oe the 
partnership, 


(b) an amount equal to the aggregate of the cost 
amount to the partnership immediately after the 
end of the fiscal period, of each depreciable prop- 
‘erty in Canada owned by it for the purpose of 
gaining or producing income from a business car- 
ried on by it in Canada, 


(c) an amount equal to 4/3 of the cumulative eligi- 
ble capital of the partnership immediately after 
‘the end of the fiscal period in respect of each bus- 

iness carried on by it in Canada, 


(d) an amount equal to the aggregate of the cost 
amount to the partnership at the end of the fiscal 
period of each debt owing to it, or any other right 
of the partnership to receive an amount, that was 
“outstanding as a result of the disposition by it of 
property in respect of which an amount would be 
included, by virtue of paragraph (a), (b) or (c), in 
its qualified investment in property in Canada at 
the end of the fiscal period if the property had not 
been disposed of by it before the end of that fiscal 
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period, 

(e) an amount equal to the aggregate of the cost 
amount to the partnership at the end of the fiscal 
period of each property, other than a Canadian re- 
source property, that was described in the part- 
nership’s inventory in respect of a business car- 
ried on by it in Canada, 


(f) an amount equal to the aggregate of the cost 
amount to the partnership at the end of the fiscal 
period of each debt (other than a debt referred to 
in paragraph (d) or a debt the amount of which 
was deducted under paragraph 20(1)(p) of the 
Act in computing the partnership’s income for 
the fiscal period) owing to it 
(i) in respect of any transaction by virtue of 
which an amount has been included in com- 
puting its income for the fiscal period or for a 
previous fiscal period or in computing the in- 
come of a member of the partnership for a 
previous taxation year from a business carried 
on in Canada by the partnership, or 


(ii) where any part of its ordinary business 
carried on in Canada was the lending of 
money, in respect of a loan made by the part- 
nership in the ordinary course of that part of 
its business, and 


(g) an amount equal to the allowable liquid assets 
of the partnership at the end of the fiscal period, 


exceeds the aggregate of 


(h) an amount equal to the aggregate of each 
amount deducted by the partnership under para- 
graph 20(1)(1), d.1) or (n) or subsection 64(1), 
(1.1) or (1.2) of the Act in computing its income 
for the fiscal period from a business carried on by 
it in Canada; 


(i) an amount equal to the aggregate of all 
amounts each of which is an amount deducted by 
the partnership in the fiscal period under subpara- 
graph 40(1)(a)(iii) or 44(1)(e)Gii) of the Act in 
respect of a debt referred to in paragraph (d); 


(j) an amount equal to the aggregate of each 
amount owing by the partnership at the end of the 
fiscal period on account of 


(i) the purchase price of property that is re- 
ferred to in paragraph (a), (b) or (e) or that 
would be so referred to but for the fact that it 
has been disposed of before the end of the fis- 
cal period, 

(ii) Canadian exploration and development 
expenses, Canadian exploration expense, Ca- 
-nadian development expense or Canadian oil 
and gas property expense, within the mean- 
ings assigned by paragraphs 66(15)(b) 
[66(15)“Canadian exploration and develop- 
ment expenses’’], 66.1(6)(a) [66.1(6)“Cana- 
dian exploration expense”] and 66.2(5)(a) 
[66.2(5)“Canadian development expense”’] 
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and 66.4(5)(a) [66.4(5)“Canadian oil and gas 
property expense’’] of the Act, respectively, 


(iii) an eligible capital expenditure made or 
incurred by the partnership before the end of 
the fiscal period in respect of a business car- 
ried on by it in Canada, or 


(iv) any other outlay or expense made or in- 
curred by the partnership to the extent that it 
was deducted in computing its income for the 
fiscal period or for a previous fiscal period, or 
in computing the income of a member of the 
partnership for a previous taxation year, from 
a business carried on in Canada by the part- 
nership; and 


(k) an amount equal to the aggregate of all 
amounts each of which is an amount equal to that 
proportion of the amount owing (other than an 
amount owing on account of an outlay or expense 
referred to in paragraph (j)) by the partnership at 
the end of the fiscal period on account of an obli- 
gation outstanding at any time in the period in re- 
spect of which interest is stipulated to be payable 
by it that 


(i) the interest paid or payable on the obliga- 
tion by the partnership in respect of the fiscal 
period that is deductible, or would be deducti- 
ble but for subsection 18(2) or (3.1) or section 
21 of the Act, in computing its income for the 
fiscal period from a business carried on by it 
in Canada, 
is of 
(ii) the interest paid or payableon the obliga- 
tion by the partnership in respect of the fiscal 
period. . 
History: Para. 808(5)(h) substituted by P.C. 1990-2779, subsec. 
2(3), December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years commencing after June 17, 1987 
that end after 1987. 
Para. 808(5)(c) amended by P.C. 1990-754, subsec. 1(2), April 26, 
1990, Canada Gazette, Part II, May 9, 1990, applicable in respect of 
fiscal periods commencing after 1987. 


Para. 808(5)(i) and subpara. 808(5)(k)(i), substituted by P.C. 1984- 
3789, subsecs. 4(4), (5), November 29, 1984, Canada Gazette, Part 
II, December 12, 1984, effective as to subpara. (k)(i) commencing 
January 1, 1982. 

Para. 808(5)(h), subpara. 808(5)(j)(ii) substituted by P.C. 1981- 
2208, subsecs. 2(5), (6), August 19, 1981, Canada Gazette, Part LI, 
September 9, 1981, applicable to taxation years ending after De- 
cember 11, 1979. 


(6) For the purposes of paragraph (5)(g), the “allow- 
able liquid assets of the partnership at the end of the 
fiscal period” is an amount equal to the lesser of 


(a) the aggregate of 


(i) the amount of Canadian currency owned 
by the partnership at the end: of that fiscal 
period, 

(ii) the balance standing to the credit of the 
partnership at the end of that fiscal period, as 


2044 


Part VIII — Non-Resident Taxes 


or on account of amounts deposited with a 
branch or other office in Canada of 


(A) a bank, 


(B) a corporation licensed or otherwise au- 

_ thorized under the laws of Canada or a 
province to carry on in Canada the busi- 
ness of offering to the public its services as 
trustee, or 


-(C) a credit union, and 


(iii) an amount equal to the aggregate of the 
cost amount to the partnership at the end of 
that fiscal period of each bond, debenture, bill, 
note, mortgage, hypothec or similar obligation 
that was not described in the partnership’s in- 


ventory in respect of a business carried on by © 


it in Canada (other than a debt referred to in 


paragraph (5)(d) or (f) or a debt the amount of | 


which was deducted under paragraph 20( 1)(p) 
of the Act in computing the partnership’s in- 
come for the fiscal period), that was issued by 
a person resident in Canada with whom all the 
members of the partnership were dealing at 
arm’s length and that matures within one year 
after the date on which it was acquired by the 
partnership; and 


(b) an amount'equal to 4/3 of the qu oben obtained 
by. dividing 


(i) the aggregate of all amounts that would 
otherwise be determined under subparagraphs 
(a)(i), (ii) and (iii) if the references therein to 
“at the end of that fiscal period” were read as 
references to “‘at the end of each month in that 
fiscal period’, 


by 
(ii) the number of months in that fiscal period. 


History: Cl. 808(6)(a)(ii)(A) amended by P.C. 1994-1817, para. 
47(b), November 1, 1994, Canada Gazette, Part Il, November 30, 
1994. 


(7) Subsections (4) to (6) shall be read and construed 
as if each of the assumptions in paragraphs 96(1)(a) 
to (g) of the Act were made. 


Interpretation Bulletins [Reg. 808]: IT-137R3: Additional tax 
on certain corporations carrying on business in Canada. 


809. Reduction of certain amounts to be 
deducted or withheld — (1) Subject to subsec- 
tion (2), where a non-resident person (in this section 
referred to as the “payee’’) has filed with the Minis- 
ter the payee’s required statement. for the year, the 
amount otherwise. required by subsections 215(1) to 
(3) of the Act to be deducted or withheld from any 
qualifying payment paid or credited by a person resi- 
dent in Canada (in this section referred to as the 
payer’) to the payee in the year and after the re- 
quired statement for the year was so filed is hereby 
reduced by the amount determined in accordance 
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with the following rules: 
(a) determine the amount by which 


(i) the amount that would, if the payee does 
not make an election in respect of the year 
under section 217 of the Act, be the tax paya- 
ble by the payee under Part XIII of the Act on 
the aggregate of the amounts estimated by 
him in his required statement for the year pur- 

_ suant to paragraph (a) of the definition “re- 
quired statement” in subsection (4), 


| exceeds 


(ii) the amount that. would, if the payee makes 
the election referred to in. subparagraph (i), be 
the. tax payable (on the assumption that no 
portion of the payee’s income for the year was 
income earned in the year in a province) by 
the payee under Part I of the Act on his esti- 
mated taxable income calculated by him in his 
required statement for the year pursuant to 
paragraph (b) of the definition “required state- 
ment’ in subsection (4), 
(b) determine the percentage that the amount de- 
termined under paragraph (a) is of the aggregate 
of the amounts estimated by him in his required 
statement for the year pursuant to paragraph (a) 
of the definition “required statement” in subsec- 
tion (4), 
(c) where the determination of a percentage under 
paragraph (b) results in.a fraction, disregard the 
fraction for the purposes of paragraph (d), 


(d) multiply the percentage determined under par- 
agraph (b) by the amount of the qualifying 
payment, 
and the product obtained under paragraph (d) is the 
amount by which the amount required to be deducted 
or withheld is reduced. 


(2) Subsection (1) does not apply to reduce the 
amount to be deducted or withheld from a qualifying 
payment if, after the qualifying payment has been 
paid or credited by the payer, the aggregate of all 
qualifying payments that the payer has paid or 
credited to the payee in the year would exceed the 
amount estimated, in respect of that payer, by the 
payee.in his required. statement for the year pursuant 
to paragraph (a) of the definition. “required. state- 
ment” in subsection (4)... 


(3) Where a payee has filed with the Minister a writ- 
ten notice indicating that certain information or esti- 
mates in the payee’s required statement for the year 
are incorrect and setting out the correct information 
or estimates that should be substituted therefor or 
where the Minister is satisfied that certain informa- 
tion or estimates in a payee’s required statement for 
the year are incorrect and that the Minister has the 
correct information or estimates that should be sub- 
stituted therefor, for the purposes of making the cal- 
culations in subsection (1) with respect to any quali- 
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fying payment paid or credited to the payee after the 
time when he has filed that notice or after the time 
when the Minister is so satisfied, as the case may be, 
the incorrect information or estimates shall be disre- 
garded and the required statement for the year shall 
be deemed to contain only the correct information or 
estimates. 


(4) In this section, 


“qualifying payment” in relation to a non-resident 
person means any amount 


(a) paid or credited, or to be paid or credited, to 
him ‘as, on account or in lieu of payment of, or in 
satisfaction of, any amount described in para- 
graph 212(1)(f) or (h) or in any of paragraphs 
212(1)G), (k), C1), (m) or (q) of the Act, and 

(b) on which tax under Part XIII of the Act is, or 
would be, but for an election .by him under sec- 
tion 217 of the Act, payable by him; — 


“required statement” of a payee for a taxation year 
means a written statement signed by him that con- 
tains, in respect of the payee, 


(a) the name and address of each payer of a quali- 
fying payment in the year and, in respect of each 
such payer, an estimate by the payee of the aggre- 
gate of such qualifying payments, and 


(b) a calculation by him of his estimated taxable 
income earned in Canada for the year, on the as- 
sumption that he makes the election in respect of 
the year under section 217 of the Act, and such 
information as may. be necessary for the purpose 
of estimating such income. 

History: Para. (a) of “qualifying payment” substituted by P.C. 

1981-2208, s. 3, August 19, 1981, Canada Gazette, Part II, Septem- 

ber 9, 1981, applicable with respect to payments made after 1979. 


Forms: NRS: Application by a non-resident of Canada for a reduc- 
tion in the amount of non-resident tax required to be withheld; NR7- 
R: Application for refund of non-resident tax withheld. 


810. Excluded property of non-resident per- 
sons — (1) For the purposes of paragraph 116(6)(e) 
of the Act, any property that is 
(a) property of a non-resident insurer that is a 
qualified insurance corporation, 
(b) an option in respect of property referred to in 
any of paragraphs 116(6)(a) to (d) of the Act and 
paragraph (a) whether or not such property is in 
existence, or . 
(c) an interest in property referred to in paragraph 
116(6)(a), (c) or (d) of the Act or paragraph (a) or 


is prescribed to be excluded property. 


(2) For the purposes of this section, a non-resident 
insurer is a “qualified insurance corporation” 
throughout the period during which it 


(a) was licensed or otherwise authorized under 
the laws of Canada or a province to carry on an 
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insurance business in Canada; and 


(b) carried on an insurance business, within the 
meaning of subsection 138(1) of the Act, in 
Canada. 


Part ix — Delegation of the 
Powers and Duties of the 
Minister 


History: Part [X was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979. 


900. (1) An official holding a position of Assistant 
Deputy Minister of National Revenue for Taxation 
may exercise all the powers and perform all the du- 
ties of the Minister under the Act. 


| (2) An official holding a position of Director — Tax- 


ation in a District Office of the Department of Na- 
tional Revenue, Taxation, may exercise the powers 
and perform the duties of the Minister under 


(a) sections 48, 221.2, 224, 224.1, 224.3 and 233 
of the Act; 


(b) subsections 10(2.1), (3) and (7), 13(6), 
15.1(5), the definition “small business bond” in 
subsection 15.2(3), subsections 15.2(5), 18(2.4), 
28(3), 45(3), 58(5), 65(3), 66(12.72), (12.73), 
(12.74) and (14.4), 70(6), (6.1), (9), (9.2) and 
(9.4), 74(5), 83(3.1), 85(7.1), 91(2), 9365.1), 
96(5.1), 104(2), 116(2), (4) and (5.2), 118.3(3) 
and (4), 125(4), 126(5.1), 127(10), (10.4) and 
(10.5), 127.53(3), 131(1.2), 146.01(3), 149.1(15), 
150(2), 153(1.1), 159(2), (4),-(5) and (6.1), 
162(5) and (6), 164(1.2), (1.3),, (2) and (3.2), 
181.5(3), .. 190.153), _.191.1(5),_. 204.1(4), 
204.81(1), (2), (6) and (7), 220(2.1) and. (3) to 
(5),.223(2), (9) and (1D),,224€1.2), 225.202). (2) 
and (7), 226(1), 227(10.5), 230(1), (1.1), .3),.(7) 
and (8), 230.1(3) (with respect to the application 
of subsections 230(3), (7) and (8) of the Act), 
2d 1S 2 2ht) BU (tne LOL) anne ten 
231.6(2) and (8), 241(3.1), 244(21) and (22), 
247(2) and 248(9) of the Act; 

(c) the definition “fiscal period” in subsection 
248(1) of the Act; 

(d) paragraphs 15.2(8)(b), 34(b), 70(5.2)(d) and 
(f) and (9.5)(f), 73(5)(c), 85(1)(e.1) and (5.1)(), 
89(1)(g). [89(1)“public corporation’”’] and (3)(b), 
104(23)(a), 118(4)(e), 118.1(6)(b), 118.4(1)(b), 
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133(7.2)(b), 149(1)d), 150(1)(e) and 184(3.1)(e) 
and (3.2)(c) of the Act; 

(d.1) the definition “small business domeleprieat 
bond” in subsection 15.1(3),. subparagraph 
15.1(10)(b)G) as it read on June .9,-1993 and sub- 
paragraphs 39(1)(a)(i.1), 110.6(15)(b)(ii) and 
184(3.1)(c)Gii) and (d)Gi) and (3. 2)(a)(i) of the 
Act; 

(e) ahcuan 39(3a) 3 the Act as it read in its 
application. to the 1971 and. previous taxation, 

_. years; 


(f) paragraphs 23(5)(c) atic 26(18)(c) of the Jn- 
come Tax Application Rules; 


(g) sections 106, 210; 412 and° 2200 of these 
Regulations; 


(h) subsections 805(2), 809(3), 1403(2), (5) and 
(6) and 1802(2) of these Regulations; 


(i) paragraphs bB0263 00) and: 24000 of these 
Regulations; ~ 


(i.1) paragraphs 2400(1)(e) of these Regulations 
as it applies to taxation years other than taxation 
years beginning after June 17, 1987 and ending 
after December 31, 1987; and 


(j) subparagraphs 102(1)(f)(v), (2)()(v). and 
(3)(f)(v) — and sa edeaa ng of these 
Regulations. 


History: Para. 900(2)(f) amended " P.C. 1994. 1817, s. 48, No- 
vember. 1, 1994; Canada Gazette, Part II, November 30, 1994. 


Paras. 900(2)(a), (b) and (d.1) amended by P.C. 1994-1132, .sub- 
secs. 1(1), (2), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


Paras. 900(2)(b) and (i) amended, (i. 1) added, by P.C. 1993-1043, 
subsecs. 1(1), (2), May 25, 1993, Canada Gazette, Part II, June 16, 
1993. 


Paras. 900(2)(b), (d), (d.1) amended by P.C. 1992-290, subsecs. 
1(1), (2), February 20, 1992, Canada Gazette, Part Il, March 11, 
1992. 


Para. 900(2)(b) amended by P. C. 1991 -731, subsec. 1(1), April 18, 
1991, Canada Gazette, Part Il, May 8, 1991. 


Para. 900(2)(b) substituted by P.C. 1991-50, subsea: 1(1), January 
17, 1991, Canada Gazette, Part II, January 30, 1991. 


Paras. 900(2)(b), (d) substituted by P.C. 1989-1257, subsecs. 1(1), 
(2), June 29, 1989, Canada Gazette, Part 1, July 19, 1989. 


Paras. 900(2)(b), (d), (d.1) substituted by P.C. 1988-590, subsecs. 
1(1) and (2), March 30, 1988, Canada Gazette, Part Il, es 27, 
1988. 


Paras. 900(2)(b), (d), (d.1), (f) to (h) substituted, (i), (j) added; by 
P.C. 1987-1477, subsecs. 1(1) to (3), July 30, 1987, Canada Ga- 
zette, Part II, August 19, 1987. 

Para. 900(2)(b) substituted by P.C. 1986-924, subsec. 1(1), April 
17, 1986, Canada Gazette, Part II, April 30, 1986. 

Paras. 900(2)(b), (d) substituted by P.C. 1985-3529, December 5, 
1985, Canada Gazette, Part Il, December 25, 1985. 

Para. 900(2)(b) substituted by P.C. 1984-1980, June 7, 1984, Can- 
ada Gazette, Part II, June 27,1984. - 

Para. 900(2)(a) substituted by P.C> 1983-3188, subsec. 1(1), Octo- 
ber 13, 1983, Canada Gazette, Part II, October 26, 1983. 

Para. 900(2)(b) substituted by P.C, 1982-2895, s. 1, September 22, 
1982, Canada Gazette, Part II, October 13, 1982, effective com- 
mencing September 20, 1982: 
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Paras. 900(2)(b), (d) substituted,.(d.1) added by P.C.. 1981-1680, 
subsecs. 1(1), (2), June 18, 1981, Canada Gazette, Part II, July 8, 
1981. 


Parag: 900(2)(a), (h) substituted by P.C. 1980-541, s. 1, February 
20, 1980, Canada Gazette, Part Il, March 12, 1980. 


Para. 900(2)(b) substituted: by P.C. 1978-2532, August 9, 1978, 
Canada Gazette, Part II, August 23, 1978. 


(3) The Director, Appeals and Referrals Division, or 
the Director, Policy and Programs Division, of the 
Department of National, Revenue, Taxation, may ex- 
ercise the powers and perform the duties of the Min- 
ister under 


(a). sections, 174 and 179.1 of the. Act; ae 


(b) subsections 164(4.1), 165(3), (3.1), (3:2) and 
(6), 166.1(5), 220(3. 1) and (3.2) and 239(4): of 
the Act. 


History: Para. 900(3)(b) amended by P.C. 1993-1043, subsec. 1(3), 
May 25, 1993, Canada Gazette, Part Il, June 16, 1993. 


Para. 900(3)(b) amended by P.C, 1992-290, subsec. 1(3), February 
20, 1992, Canada Gazette, Part If, March 11, 1992. 


Para. 900(3)(b) amended by P.C. 1992-290, subsec. 1(3), February 
20, 1992, Canada; Gazette;:Part Il, March 11, 1992, - 


That portion of subsec.-900(3) preceding ‘para. (a) substituted by 
P.C. 1989-1257,-subsec: 1(3), June-29; 1989, Canada Gazette, Part 
U, July 19, 1989. 


Subsec. 900(3) substituted by P.C. 1987-1477, subsec. 1(4), July 30, 
1987, Canada Gazette, Part I, August’19, 1987. 


(4) An official holding a position of Chief of Ap- 
peals in a District Office or in a Taxation Centre of 
the Department of National Revenue, Taxation, may 
exercise the powers and perform the duties of the 
Minister under 


(a) subsections 165(3), (3.1) and: (3:2); and 
(b). subsections 165(6),. 166.1(5), 220(3.1). and 
(3.2) and 239(4), of the Act. 


History: Para. 900(4)(a) amended by P.C, 1993-1043, subsec. 1(4), 
May 25, 1993, Canada Gazette, Part Il, June.16, 1993. 


Para. 900(4)(b) amended by P.C. 1992-290, subsec::1(4), February 
20, 1992, Canada Gazette,.Part II, March 11, 1992. 


All that portion of subsec. 900(4) preceding para. (a) substituted: by 
P.C. 1982-2138, July 15, 1982, Canada Gazette, Part II, st 28, 
1982. 


All that portion of subsec..900(4) preceding para. (a) substituted by 
P.C.. 1979-2971, November :1,.1979, Canada Gazette, Part, II, No- 
vember 14, 1979, effective January 1, 1980. 


(5) The Director, Audit Technical Support: Division, 
of the Department of National Revenue; Taxation, 
may exercise the powers and perform the duties of 
the Minister under 
(a) subsections 150(2), 152(1:11),°220(3:1) and 
(3.2), 230(1) and (3), 231.1(3),'231.2(1) and (3), 
231.3(1) and (6), 237.1(3), and 241(3:1) of the 
Act; | 
(b) subsections: 1403(2), (5), and (6) of these 
Regulations; 
(c) paragraph 2400(1)(e) of these Regulations as 
it: applies to taxation years other than. taxation 
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years commencing after June 17, 1987 and end- 
ing after 1987; and 
(d) subparagraph 
Regulations. 
History: Para. 900(5)(a) amended by P.C. 1994-1132, subsec. 1(3), 
July 4, 1994, Canada Gazette, Part II, July 27, 1994. 
Subsec. 900(5) amended by P.C. 1992-290, subsec. 1(5), February 
20, 1992, Canada Gazette, Part II, March 11, 1992. 
Subsec. 900(5) substituted by P.C. 1989-1257, subsec. 1(4), June 
29, 1989, Canada Gazette, Part II, July 19, 1989. 
Subsec. 900(5) substituted by P.C. 1986-924, subsec. 1(2), April 17, 
1986, Canada Gazette, Part II, April 30, 1986. 
Subsec. 900(5) substituted by P.C. 1984-1980, June 7, 1984, Can- 
ada Gazette, Part II, June 27, 1984. 
Subsec. 900(5) substituted by P.C. 1983-3015, s. 1, September 29, 
1983, Canada Gazette, Part II, October 12, 1983. 
Subsec. 900(5) substituted by P.C. 1980-2949, s. 1, October 30, 
1980, Canada Gazette, Part II, November 12, 1980. 


Subsec. 900(5) substituted by P.C. 1978-2532, August 9, 1978, 
Canada Gazette, Part Il, August 23, 1978. 


1401(1)(d)(viii) of these 


(6) The Director General, Revenue Collection Pro- 
grams Directorate, of the Department of National 
Revenue, Taxation, may exercise the powers and 
perform the duties of the Minister under 


(a) sections 221.2, 223 and 224.2 of the Act; 


(b) subsections 164(2), 220(2.1), (3.1), (3.2), (4), 
(4.1) and (4.2), 225(1), 226(1) and (2), 227(10.5), 
227.1(6), 231.2(1), 241(3.1) and 244(22) of the 
Act; 


(c) section 2200 of these Regulations; and 


(d) subsection 809(3) of these Regulations. 


History: Paras. 900(6)(a) and (b) amended by P.C. 1994-1132, sub- 
sec. 1(4), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


Para. 900(6)(b) amended by P.C. 1993-1043, subsec. 1(5), May 25, 
1993, Canada Gazette, Part II, June 16, 1993. 


That portion of subsec. 900(6) preceding para. (a), and para (b), 
amended by P.C. 1992-290, subsecs. 1(6), (7), February 20, 1992, 
Canada Gazette, Part II, March 11, 1992. 


Para. 900(6)(b) substituted and (d) added by P.C. 1987-1477, sub- 
secs. 1(5), (6), July 30, 1987, Canada Gazette, Part II, August 19, 
1987. 


Subsec. 900(6) substituted by P.C. 1986-924, subsec. 1(3), April 17, 
1986, Canada Gazette, Part II, April 30, 1986. 

Paras. 900(6)(a) and (b) substituted by P.C. 1983-3188, subsec. 
1(2), October 13, 1983, Canada Gazette, Part Il, October 26, 1983. 


All that portion of subsec. 900(6) preceding para. (a) substituted by 
P.C. 1978-3628, November 30, 1978, Canada Gazette, Part II, De- 
cember 13, 1978, effective February 1, 1979. 


(7) The Director General, Audit Directorate, of the 
Department of National Revenue may exercise the 
powers and perform the duties of the Minister under 
(a) section 115.1 of the Act; 
(b) subsections 150(2), 152(1.11), 220(3.1) and 
(3.2), 230(1) and (3), 231.1(3), 231.2(1) and (3), 
231.3(1) and (6), 237.1(3) and 241(3.1) of the 
Act; 
(c) subsections 1403(2), (5) and (6) of these 
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Regulations; 


(d) paragraph 2400(1)(e) of these Regulations as 
it applies to taxation years other than taxation 
years beginning after June 17, 1987 and ending 
after December 31, 1987; and‘ 


(e) paragraph 1401(1)(d) of these Regulations. 


History: Subsec. 900(7) enacted by P.C. 1994-1132, subsec. 1(5), 
July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


Former subsec. 900(7) revoked by P.C. 1993-1043, subsec. 1(6), 
May 25, 1993, Canada Gazette, Part II, June 16, 1993. 


Paras. 900(7)(a), (e) amended by P.C. 1992-290, subsecs. 1(8), (9), 
February 20, 1992, Canada Gazette, Part Il, March 11, 1992. 


Para. 900(7)(c) amended by P.C. 1991-2540, s. 8, December 16, 
1991, Canada Gazette, Part II, January 15, 1992, applicable after 
1985. 


Para. 900(7)(b) substituted by P.C. 1989-1257, subsec. 1(5), June 
29, 1989, Canada Gazette, Part II, July 19, 1989. 


All that portion of subsec. 900(7) preceding para. (c) substituted, 
(c.1) and (e) added, by P.C. 1987-1477, subsecs. 1(7) to (9), July 
30, 1987, Canada Gazette, Part Il, August 19, 1987. 


Para. 900(7)(a) substituted by P.C. 1981-1680, subsec. 1(3), June 
18, 1981, Canada Gazette, Part Il, July 8, 1981. 


(8) The Director, Charities Division of the Depart- 
ment of National Revenue, Taxation, may exercise 
the powers and perform the duties of the Minister 
under 


(a) subsections 149.1(1.2), (2), (3), (4), (4.1), 6), 
(6.3), (6.4), (7), (8), (13) and (15), 168(1) and (2) 
and 230(2) and (3), paragraph 230.1(1)(b) and 
subsection 231.2(1) of the Act; 


(b) the definition “fiscal period” (with respect to 
registered charities only) in subsection 248(1) of 
the Act; 

(c) paragraphs 110(8)(b) and (c) and 149(1)() of 
the Act; and 

(d) Part XXXVII of these Regulations. 


History: Para. 900(8)(a) amended by P.C. 1994-1132, subsec. 1(6), 
July 4, 1994, Canada Gazette, Part Il, July 27, 1994. 


Para. 900(8)(a) amended by P.C. 1993-1043, subsec. 1(7), May 25, 
1993, Canada Gazette, Part I, June 16, 1993. 


Para. 900(8)(a) amended by P.C. 1992-290, subsec. 1(10), February 
20, 1992, Canada Gazette, Part II, March 11, 1992. 


Para. 900(8)(a) substituted by P.C. 1989-1257, subsec. 1(6), June 
29, 1989, Canada Gazette, Part I, July 19, 1989. 


Subsec. 900(8) substituted by P.C. 1987-1477, subsec. 1(10), July 
30, 1987, Canada Gazette, Part II, August 19, 1987. 


(9) The Director, Registered Plans Division, of the 
Department of National Revenue, Taxation, may ex- 
ercise the powers and perform the duties of the Min- 
ister under 

(a) sections 145, 146, 146.1, 146.3, 147, 147.1, 

147.2, 147.3, 204.4 and 204.5 of the Act; 

(b) the definition “registered pension plan” in 

subsection 248(1) of the Act; 

(c) paragraph 20(1)(s) of the Act; and 

(d) Parts LXXXIII, LXXXIV and LXXXV of 
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Part [IX — Delegation of Minister’s Powers and Duties 


these Regulations. 


History: That portion of subsec. 900(9) preceding para. (b) 
amended and para. (d) added by P.C. 1992-290, subsecs. 1(11), 
(12), February 20, 1992, Canada Gazette, Part I, March 11, 1992. 


Para. 900(9)(b) amended by PC. 1991-2540, s. 8, December 16, 
1991, Canada Gazette, Part II, — 15, 1992, applicable after 
1985. 


All that portion of subsec. 900(9) preceding para. (b) substituted by 
P.C. 1987-1477, subsec. 1(11), July 30, 1987, Canada Gazette, Part 
I, August 19, 1987. 


Para. 900(9)(a) substituted by P.C. 1981-1680, subsec. 1(4), June 
18, 1981, Canada Gazette, Part II, July 8, 1981. 


(10) An official holding the position of Director in a 
Taxation Centre of the Department of National Rev- 
enue, Taxation, may exercise the powers and _per- 
form the duties of the Minister under 


(a) sections 221.2, 224 and 233 of the Act; 


(b) subsections 18(2.4), 58(5), 66(12.68), (12.74) 
and (14.4), 118.3(3), 125(4), 126(5.1), 127(10.4) 
and (10.5), 127.53(3), 146.01(3), 150(2), 159(2) 
and (6.1), 162(5) and (6), 164(2) and (3.2); 
181.5(3), 190.15(3), 191.1(5), 192(8), 194(7), 
204.1(4), 204.81(1),and (2), 220(2.1), (3), (3.1), 
(de olden 2 Ot Lal) 251. 26s 25/.1(3) 
241(3.1) and 244(21) and (22) of the Act; 
(c) paragraphs 118.4(1)(b), 147.1(10)(a) and 
150(1)(e) of the Act; 
(d) section 210 of these Regulations; and 
(e) subparagraphs 102(1)(f)(v), (2)(f)(v) and 
(3)()(v) of these Regulations. 
History: Paras. 900(10)(a), (b) amended by P.C. 1994-1132, sub- 
sec. 1(7), July 4, 1994, Canada Gazette, Part I, July 27, 1994. 
Para. 900(10)(b) amended by P.C..1993-1043, subsec. 1(8), May 
25, 1993, Canada Gazette, Part II, June 16, 1993. 


Paras. 900(10)(b), (c) amended by P.C. 1992-290, subsec. 1(13), 
February 20, 1992, Canada Gazette, Part II, March 11, 1992. 


Para. 900(10)(b) amended by P.C. 1991-731, subsec. 1(2), April 18, 
1991, Canada Gazette, Part II, May 8, 1991. 


Para. 900(10)(b) substituted by P.C. 1991-50, subsec. 1(2), January 
17, 1991, Canada Gazette, Part I, January 30, 1991. 


Paras. 900(10)(b), (c) substituted by P.C. 1989-1257, subsec. 1(7), 
June 29, 1989, Canada Gazette, Part I], July 19, 1989. 


Para. 900(10)(b) substituted by P.C. 1988-590, subsec. 1(3), March 
30, 1988, Canada Gazette, Part Il, April 27, 1988. 


Para. 900(10)(b) substituted, (e) added, by P.C. 1987-1477, subsecs. 
1(12), (13), July 30, 1987, “ aete Gazette, Part II, August 19, 
1987. 


Para. 900(10)(b) substituted by P.C. 1986-924, subsec. 1(4), April 
17, 1986, Canada Gazette, Part II,-April 30, 1986. 


Para. 900(10)(b) substituted by P.C. 1984-1980, June 7, 1984, Can- 
ada Gazette, Part Il, June 27, 1984. 


Para. 900(10)(e) revoked by P.C. 1980-541, s. 1, February 20, 1980, 
Canada Gazette, Part Il, March 12, 1980. 


Subsec. 900(10) added by P.C. 1978-3118, October 12, 1978, Can- 
ada Gazette, Part II, October 25, 1978. 


(11) The Director General, International Tax Pro- 
grams Directorate of the Department of National 
Revenue, Taxation, may exercise the powers and 


Reg. 900(13) 


perform the duties of the Minister under 
(a) sections 115.1 and 233 of the Act; 


(b) subsections 152(1.11), 153(1.1), 220(3.1), 
(3.2) and (5), 231.2(1) and: (3), 231.6(2) and (8) 
and 241(3.1) of the Act; and 


(c). section 210 of these Regulations. 


History: Paras. 900(11)(a) to (c) substituted for paras. (a). to (a) by 
P.C. 1994-1132, subsec.:1(8), July. 4, 1994, Canada Gazette, Part Il, 
July. 27, 1994. 


Subsec. 900(11) amended a P.C..1992-290, ssubsec,, 1(14), Febru- 
ary 20, 1992, Canada Gazette, Part II, March 11, 1992. 


Paras. 900(11)(a), (a.1) transposed, and (a) amended, by P.C. 1991- 
50, subsec. 1(3), January 17, 1991, eye Gazette, Part II, January 
30, 1991. 


Para. 900(11)(a) substituted, (a.1) added, by P.C. 1989-1257, sub- 
sec. 1(8), June 29, 1989, Canada Gazette, Part II, July 19, 1989. 


Subsec. 900(11) substituted by P.C. 1987-1477, subsec. 1(14), July 
30, 1987, Canada Gazette, Part Il, August 19, 1987. 


Subsec. 900(11) added by P.C. 1986-924, subsec. 1(5), April 17, 
1986, Canada Gazette, Part II, April 30, 1986. 


Subsec. 900(11) revoked by P.C. 1980-2080, July 31, 1980, Canada 
Gazette, Part II, August 13, 1980. 


Subsec. 900(11) added by P.C: 1979-2971, November 1, 1979, Can- 
ada Gazette, Part II, November 14, 1979, effective January 1, 1980. 


(12) The Director General; Assessment of Returns 
Directorate, of the Department of National Revenue, 
Taxation, may exercise the powers and perform the 
duties of the Minister under 


(a) subsections 118.3(4), 150(2), 150.1(2), 164(2) 
and (3.2), 204.1(4), 220(2.1), (3.1) and (3.2), 
231.2(1), 241(3.1) and 244(22) of the Act; 


(a.1) paragraph 118.4(1)(b) of the Act; 


(b) section 412 of these Regulations. 


History: Para. 900(12)(a) amended: by P.C. 1994-1132, subsec. 
19), July 4, 1994, Canada Gazette, Part I, July 27, 1994. 


That portion of subsec. 900(12) preceding para..(b) amended by 
P.C. 1992-290, subsec. 1(15), February 20, 1992, Canada Gazette, 
Part I, March 11, 1992. 


Para. 900(12)(a) substituted, (a.1) added, by P.C. 1989-1257, sub- 
sec. 1(9), June. 29, 1989, Canada Gazette, Part II, July 19, 1989. 
Para. 900(12)(a) substituted by P.C. 1988-590, subsec. 1(4),; March 
30, 1988, Canada Gazette, Part If, April 27, 1988. 


Subsec. 900(12) added by P.C. 1987-1477, subsec. 1(14), July 30, 
1987, Canada Gazette, Part II, August 19, 1987. 


(13) The Director, Accounts Receivable Division, of 
the Department of National Revenue, Taxation, may 
exercise the powers and perform the duties of the 
Minister under 


(a) sections 221.2 and 224.2 of the Act; 

(b) subsections 164(2), 220(2.1), (3.1), (3.2), (4), 
(4.1) and (4.2), 223(2), 225(1), 226(1) and (2), 
227(10.5), 227.1(6) and 241(3.1) of the Act; and 
(c) section 2200 of these Regulations. 


History: Paras. 900(13)(a), (b) amended by P.C. 1994-1132, sub- 
sec. 1(10), July 4, 1994, Canada Gazette, Part Il, July 27, 1994. 


Para. 900(13)(b) amended by P.C. 1993-1043, subsec. 1(9), May 
25, 1993, Canada Gazette, Part Il, June 16, 1993. 
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Reg. 900(13) 


That portion of subsec. 900(13) preceding para. (a) amended by 
P.C. 1992-290, subsec. 1(16), February 20, 1992, Canada Gazette, 
Part II, March 11, 1992. 

Subsec. 900(13) added by P.C. 1987-1477, subsec. 1(14), July 30, 
1987, Canada Gazette, Part I, August 19, 1987. 


(14) The Director, Source Deductions Division, of 
the Department of National Revenue, Taxation, may 
exercise the powers and perform the duties of the 
Minister under subsections 153(1.1), 220(3) and 
(3.1) and 241(3.1) of the Act and subsection 809(3) 
of these Regulations. 


History: Subsec. 900(14) amended by P.C. 1994-1132, subsec. 
1(11), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


Subsec. 900(14) substituted for subsecs. (14) to (16) by P.C. 1992- 
290, subsec. 1(17), February 20, 1992, Canada Gazette, Part II, 
March 11, 1992. 


Subsec. 900(14) substituted by P.C. 1989-1257, subsec. 1(10), June 
29, 1989, Canada Gazette, Part II, July 19, 1989. 


Subsec. 900(14) substituted by P.C. 1988-590, subsec. 1(5), March 
30, 1988, Canada Gazette, Part II, April 27, 1988. 


Subsec. 900(14) added by P.C. 1987-1477, subsec. 1(14), July 30, 
1987, Canada Gazette, Part Il, August 19, 1987. 


(15) The Director, International Taxation Office, of 
the Department of National Revenue, may exercise 
the powers and perform the duties of the Minister 
under 


(a) sections 48, 115.1, 221.2, 224, 224.1 and 233 
of the Act; 


(b) subsections. 10(2.1), (3) and (7), 13(6) and 
15.2(5), 18(2.4), 28(3), 45(3), 58(5), 65(3), 
66(12.68), (12.72), (12.73), (12.74) and (14.4), 
70(6), (9) and (9.2), 83(3.1),. 857.1), 91(2), 
96(5.1), 104(2), 116(2), (4) and (5.2), 118.3(3) 
and (4), 126(5.1), 127(10), 127.53(3), 146.01(3), 
149.1(15), 150(2), 153(1.1), 159@), (4), (5) and 
(621284 G42, CES Dane (3.2), Lolo), 
190.15(3), 204.1(4), 220(@2.1) and (3) to (5), 
223(2), (9) and (11), 226(1), 230(1), (3), (7) and 
(8), 230.1(3) (with respect to the application of 
subsections 230(3), (7) and (8) of the Act), 
231.2(1), 231.6(2) and (8), 237.1(3), 241(3.1) and 
244(21) and (22) of the Act; 


(c) the definition 


(i) “small business bond” in subsection 
15.2(3) of the Act, _ 


(ii) “fiscal period” in subsection 248(1) of the 
Act, 


(iii) “release or surrender” in subsection 
248(9) of the Act; 


(d) paragraphs 15.2(8)(b), 34(1)(b), 70(5.2)(d) 
and (f), 73(5)(c), 85(1)(e.1) and (5.1)(f), 
104(23)(a), 118(4)(e), 118.1(6)(b), 118.4(1)(b), 
147.1(10)(a), 149(1)d), 150(1)(e) and 164(3.1)(c) 
of the Act; 

(e) subparagraph 15.1(10)(b)() as it read on June 


9, 1993 and subparagraphs. 39(1)(a)(i.1), 
110.6(15)(b)(ii) and 184(3.1)(c)(iili) of the Act; 


Income Tax Regulations 


(f) paragraphs 23(5)(c) and 26(18)(c) of the Jn- 
come Tax Application Rules; 


(g) sections 210 and 412 of these Regulations; 


(h) subsections 805(2), 809(3) and 1802(2) of 
these Regulations; 

(i) paragraphs 1802(3)(b) and 2400(1)(f) of these 
Regulations; and 

(j) paragraph 2400(1)(e) of these Regulations as 
it applies to taxation years other than taxation 
years beginning after June 17, 1987 and ending 
after December 31, 1987. 


History: Para. 900(15)(f) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part II, November 30, 1994. 


Subsec. 900(15) enacted by P.C. 1994-1132, subsec. 1(12), July 4, 
1994, Canada Gazette, Part I, July 27, 1994. 


Former subsec. 900(15) added by P.C. 1987-1477, subsec. 1(14), 
July 30, 1987, Canada Gazette, Part II, August 19, 1987. 


(16) The Director General, Client Assistance Direc- 
torate, of the Department of National Revenue, may 
exercise the powers and perform the duties of the 
Minister under 

(a) section 221.2 of the Act; 

(b) subsections 150(2), 204.1(4), 220(2.1), (3), 

(3.1) and (3.2), 231.2(1) and 241(3.1) of the Act; 

and 

(c) paragraph 118.4(1)(b) of the Act. 


History: Subsec. 900(16) enacted by P.C. 1994-1132, subsec. 
1(12), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


Former subsec. 900(16) added by P.C. 1987-1477, subsec. 1(14), 
July 30, 1987, Canada Gazette, Part II, August 19, 1987. 


(17) The powers and the duties of the Minister under 
subsections 204.1(4), 220(3), (3.1) and (3.2) of the 
Act may be exercised and performed by an official 
of the Department of National Revenue in a District 
Taxation Office who holds the position of 


(a) Assistant Director, Revenue Collections; 

(b) Assistant Director, Client Assistance; or 

(c) Assistant Director, Audit. 
History: Subsec. 900(17) enacted by P.C. 1994-1132, subsec. 
1(12), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


(18) The powers and the duties of the Minister under 
subsections 204.1(4), 220(3), (3.1) and (3.2) of the 
Act may be exercised and performed by an official 
of the Department of National Revenue in a Taxation 
Centre who holds the position of 
(a) Assistant 
Administration; 


(b) Assistant Director, Individual and Estates; 


(c) Assistant 
Adjustments; 


Director, Finance and 


Director, Enquiries and 


(d) Assistant Director, Corporation Services; or 
(e) Assistant Director, Employer Services. 


History: Subsec. 900(18) enacted by P.C. 1994-1132, subsec. 
1(12), July 4, 1994, Canada Gazette, Part Il, July 27, 1994. 
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Div. I — Deductions Allowed 


Part xX — Election in respect 
of Deceased Taxpayers 


History: Part X was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 14, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979: 


y 


1000.. Property dispositions — (1) Any election 
under subsection 164(6) of the Act shall be made by 
the legal representative of a deceased taxpayer by fil- 
ing with the Minister the following documents: 


(a) a letter from the legal HAE agg AN specify- 
ing 


(i) the part of the one or more capital losses 
from the disposition of properties, if any, 
under paragraph 164(6)(c) of the Act, and 


(ii) the part of the amount, if any, under para- 
graph 164(6)(d) of the Act 


in respect of which the election is made; 


(b) where an amount is specified under subpara- 
graph (a)(i), a schedule of the capital losses and 
capital gains referred to in paragraph 164(6)(a) of 
the Act; 


(c) where an amount is specified under subpara- 
graph (a)(ii), 
(1) a schedule of the amounts of undepreciated 
capital cost described in paragraph 164(6)(b) 
of the Act, 


(ii) a statement of the amount that, but for 
subsection 164(6) of the Act, would be the 
non-capital loss of the estate for its first taxa- 
tion year, and 


(iii) a statement of the amount that, but for 
subsection 164(6) of the Act, would be the 
farm loss of the estate for its first taxation 
year. : 
History: That portion of subsec. 1000(1) preceding para. (b) substi- 
tuted, and paras. (d), (e) revoked, by P.C. 1988-390, s. 5, March 3, 
1988, Canada Gazette, Part II, March 16,1988, applicable with re- 
spect to deaths occurring after December 31, 1984, except that the 
documents referred to in subsec. 1000(1) may be filed before Sep- 
tember 14, 1988. 
Subpara. 1000(1)(c)(iii) added by P.C. 1985-2277, s. 1, July 24, 
1985, Canada Gazette, Part II, August 7, 1985, applicable to 1983 
et seq. except that, for the purposes of subsec. 1000(2), the state- 
ment referred to in.subpara: 1000(1)(c)(ii) may be filed at any time 
before November 6, 1985. 


(2) The documents referred to in subsection (1) shall 
be filed not later than the day that is the later of 


(a) the last day provided by the Act for the filing 
of a return that the legal representative of a de- 
ceased taxpayer is required or has elected to file 
under the Act in respect of the income of that de- 
ceased taxpayer for the taxation year in which he 
died; and 


(b) the day the return of the income for the first 
taxation year of the deceased. taxpayer’s estate is 


Reg. 1100(1)(a)(ix) 


required to be pied under paragraph 150(1)(c) of 
the Act. 


1001. Annuat instalments — Any election by a 


_ deceased taxpayer’s legal representative under sub- 


section 159(5) of the Act shall be made by filing 
with the. Minister the prescribed form on or before 
the day on or before which payment of the first of 
the “equal consecutive annual instalments” referred 
to in that subsection is required to be made. 


Forms: T2075: Election under subsection 159(5) by a deceased 
taxpayer’s legal representative to defer payment of income tax. 


Part xi — Capital Cost 
Allowances 


- Related Provisions [Part. XI]: ITA 20(1.1) — Definitions in ITA 


13(21) apply to regulations. 


History [Part Xl]: Part XI was consolidated by the Consolidated 
Regulations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, 
August 8, 1979. 


Interpretation Bulletins [Part XI]: IT-285R2: Capital cost al- 
lowance — general comments. 


Forms [Part XI]: T776: Statement of real estate rentals; T777: 
Statement of employment expenses; T2041: Capital cost allowance 
schedule for self-employed persons; T2132: Capital cost allowance 
schedule (depreciation); T5014:. Partnership capital cost-allowance 
schedule. 


Division |_— Deductions Allowed 


1100. (1) For the purposes of paragraphs 8(1)(j) and 
(p) and 20(1)(a) of the Act, the following deductions 
are allowed in computing a taxpayer’s income for 
each taxation year: 


History: That portion of subsec. 1100(1) preceding para. (a) substi- 
tuted by P.C. 1991-2272, subsec. 1(1), November 21, 1991, Canada 
Gazette, Part II, December 4, 1991, applicable to 1988 et seq. 


(a) Rates — subject to subsection (2), such 
amount as he may claim in respect of property of 
each of the following classes in, Schedule II not 
exceeding in respect of property 


(i) of Class 1, 4 per cent, 
Related Provisions: Reg. 1100(1)(zc). 


(ii) of Class 2, 6 per cent, 
Related Provisions: Reg..1101(5i) — Separate: class. 
(iii) of Class 3, 5 per cent, 
Related Provisions: Reg. 1100(1)(sb), (zc). 
(iv) of Class 4, 6 per cent, 
(v) of Class 5, 10 per cent, 


(vi) of Class 6, 10 per cent, 
Related Provisions: Reg. 1100(1)(sb), (zc). 
(vii) of Class 7; 15 per cent, 
(vii) of Class 8, 20 per cent, 
Related Provisions: Reg. 1100(1)(sb), (zc). 
(ix) of Class 9, 25 per cent, 
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Reg. 1100(1)(a)(x) 


(x) of Class 10, 30 per cent, 


Related Provisions: Reg. 1100(1)(m) — Additional allow- 
ance — Canadian film or video production; Reg. 1100(1)(zc) — 
Additional allowance — railway expansion and modernization 
property; Reg. 1100(21) — Certified films and video tapes — limi- 
tation on CCA; Reg. 1100(21.1) — Non-certified films and video 
tapes — limitation on CCA; Reg. 1101(Sa), (5k), (5k.1) — Separate 
classes for telecommunications spacecraft, certified productions and 
Canadian film or video productions. 


(x.1) of Class 10.1, 30 per cent, 
Related Provisions: Reg. 1101(laf) — Separate class. 
(xi) of Class 11, 35 per cent, 
(xii) of Class 12, 100 per cent, 
Related Provisions: Reg. 1100(1)(1), 1100(21), (21.1), (22). 
(xiii) of Class 16, 40 per cent, 
(xiv) of Class 17, 8 per cent, 
(xv) of Class 18, 60 per cent, 
(xvi) of Class 22, 50 per cent, 
(xvil) of Class 23, 100 per cent, 
(xviii) of Class 25, 100 per cent, 
(xix) of Class 26, 5 per cent, 
(xx) of Class 28, 30 per cent, 
Related Provisions: Reg. 1100(1)(w), 1100(1)(zc)(i)(H). 
(xx1) of Class 30, 40 per cent, 
Related Provisions: Reg. 1101(5a) — Separate class. 
(xxii) of Class 31, 5 per cent, 
Related Provisions: Reg. 1101(5b)— Separate class. 
(xxl) of Class 32, 10 per cent, 
Related Provisions: Reg. 1101(5b) — Separate class. 
(xxiv) of Class 33, 15 per cent, 
(xxv) of Class 35, 7 per cent, 
Related Provisions: Reg. 1100(1)(zc). 
(xxvi) of Class 37, 15 per cent, 
(xxvii) of Class 41, 25 per cent, 
Related Provisions: Reg. 1100(1)(y), (ya). 
(xxviii) of Class 42, 12 per cent, 
(xxix) of Class 43, 30 per cent, and 
(xxx) of Class 44, 25 per cent, 
of the undepreciated capital cost to him as of the 
end of the taxation year (before making any de- 
duction under this subsection for the taxation 
year) of property of the class; 


Related Provisions [Reg. 1100(1)(a)]: Reg. 1100(2) — Half- 
year rule; 1100(3) — Short taxation year; Reg. 1700 — CCA. rates 
for farming or fishing property acquired before 1972. See also list at 
end of Reg. 1100(1). 

History: Subpara. 1100(1)(a)(xxx) added by P.C. 1994-231, sub- 
sec. 1(1), February 10, 1994, Canada Gazette, Part II, February 23, 
1994, applicable to property acquired after April 26, 1993. 
Subpara. 1100(1)(a)(xxix) added by P.C. 1994-230, s. 1, February 
10, 1994, Canada Gazette, Part II, February 23, 1994, applicable to 
property acquired after February 25, 1992. 

Subpara. 1100(1)(a)(xxviii) added by P.C. 1994-139, subsec. 2(1), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired by a taxpayer after December 23, 1991, 
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other than property acquired pursuant to an agreement in writing 
entered into by the taxpayer before December 24, 1991, except that 
where the taxpayer so elects in a letter filed with the Minister of 
National Revenue before August 9, 1994, or in a letter that is at- 
tached to the taxpayer’s return of income for the taxpayer’s first tax- 
ation year ending after December 23, 1991, then subpara. 
1100(1)(a)(xxviii) applies to property acquired by the taxpayer after 
the beginning of that year. 

Subpara. 1100(1)(a)(x.1) added by the said P.C. 1991-2272, subsec. 
1(2), applicable to taxation years and fiscal periods commencing af- 
ter June 17, 1987 that end after 1987. 


Subpara. 1100(1)(a)(xxvii) added by P.C. 1989-2464, subsec. 1(1), 
December 14, 1989, Canada Gazette, Part Il, January 3, 1990, ap- 
plicable to 1988 ef seq. 


That portion of para. 1100(1)(a) preceding subpara. (i) substituted 
by P.C. 1983-1083, subsec. 1(1), April 14, 1983, Canada Gazette, 
Part II, April 27, 1983, applicable in respect of property (other than 
property described in Class 31 of Schedule II or paragraph (n) of 
Class 12 of that schedule) acquired or disposed of after November 
12, 1981, property described in the said Class 31 acquired or dis- 
posed of after 1981 and property described in paragraph (n) of the 
said Class 12 acquired or disposed of after 1982. 


Subpara. 1100(1)(a)(xxvi) added by P.C. 1982-599, subsec. 1(1), 
February 25,1982, Canada Gazette, Part Il, March 10, 1982. 


Subpara. 1100(1)(a)(xix) substituted by P.C. 1979-1488, subsec. 
1(1), May 17, 1979, Canada Gazette, Part Il, June 13, 1979, 


That portion of para. 1100(1)(a) following subpara. (xxv) substi- 
tuted by P.C. 1978-1315, subsec. 3(1), April 20, 1978, Canada Ga- 
zette, Part Il, May 10, 1978. 


Interpretation Bulletins [Reg. 1100(1)(a)]: IT-285R2: CCA — 
General comments; IT-478R: CCA — Recapture and terminal loss; 
IT-521R: Motor vehicle expenses claimed by self-employed indi- 
viduals; IT-522R: Vehicle, travel and sales expenses of employees. 


Information Circulars [Reg. 1100(1)(a)]: 84-1: Revision of 
capital cost allowance claims and other permissive deductions. 


(b), Class 13—such amount as the taxpayer 
may claim in respect of the capital cost to the tax- 
payer of property of Class 13 in Schedule II, not 
exceeding 


(i) where the capital cost of the property, other 
than property described in subparagraph 
(2)(a)(v), (vi) or (vii), was incurred in the tax- 
ation year and after November 12, 1981, 50 
per cent of the amount for the year calculated 
in accordance with Schedule III, and 


(ii) in any other case, the amount for the year 
calculated in accordance with Schedule III, 


and, for the purposes of this paragraph and 
Schedule III, the capital cost to a taxpayer of a 
property shall be deemed to have been incurred at 
the time at which the property became available 
for use by the taxpayer; 

Related Provisions: Reg. 1102(4), (5) — Improvements or alter- 


ations to leased properties; Reg. 1700(4) — Property of a farmer 
owned since before 1972. 


History: Para. 1100(1)(b) substituted by P.C. 1994-139, subsec. 
2(2), January 27, 1994, Canada Gazette, Part II, February 9, 1994, 
applicable to property acquired after 1989. 


Subpara. 1100(1)(b)(i) amended by P.C. 1991-465, subsec. 1(1), 
March 14, 1991, Canada Gazette, Part Il, March 27, 1991, applica- 
ble in respect of taxation years ending after April 26, 1989. 


Para. 1100(1)(b) substituted by P.C. 1983-1083, subsec. 1(2), April 
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14, 1983, Canada Gazette, Part IL, April 27, 1983, applicable in re- 
spect of property (other than property described in Class 31 of 
Schedule II or paragraph (n) of Class 12 of that schedule) acquired 
or disposed of after November 12, 1981, property described in the 
said Class 31 acquired or disposed of after 1981 and property de- 
scribed in paragraph (n) of the said Class 12 acquired or disposed of 
after 1982. 


Interpretation Bulletins: IT-324: CCA —Emphyteutic lease; 
IT-464R: CCA — Leasehold interests. 


(c) Class 14 — such amount as he may claim in 
respect of property of Class 14 in pehedule II not 
exceeding the lesser of 


(i) the aggregate of the amounts for the year 
obtained by apportioning the capital cost to 
him of each property over the life of the prop- 
erty remaining at the time the cost was in- 
curred, and 


(ii) the undepreciated capital cost to him as of 

the,end of the taxation year (before making 

any deduction under this subsection for the 

taxation year) of property of the class; 
Related Provisions: Reg. 1100(1)(a)(xxx) — 25% CCA rate for 
certain patents; Reg. 1100(3) — Short taxation year rule does not 
apply to Reg. 1100(1)(c); Reg: 1100(9) — Patents. 
Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”; IT-477: CCA — Patents, franchises, concessions and 
licences. 


(d) In lieu of double depreciation — such 
additional amount as he may claim not exceeding 
in the case of property described in each of the 
classes in Schedule II, the lesser of 


(i) one-half the amount that would have been 
allowed to him in respect of property of that 
class under subparagraph 6(n)(ii) of the Jn- 
come War Tax Act if that Act were applicable 
to the taxation year, and 


(ii) the undepreciated capital cost to him as of 
the end of the taxation year (before making 
any deduction under this paragraph for the 
taxation year) of property of the class; 


(e) Timber limits and cutting rights — such 
amount as he may claim not exceeding the 
amount calculated in accordance: with Schedule 
VI in respect of the capital cost to him of a prop- 
erty, other than a timber resource property, that is 
a timber limit or a right to cut timber from a 
limit; 
Related Provisions: Reg. 1100(3)— Short taxation year rule 
does not apply to Reg. 1100(1)(e);, Reg. 1101(3) — Separate class; 
Reg. 5202“cost of capital’(a), 5204“‘cost of capital”(a) — Manufac- 
turing and processing credit: 


Interpretation Bulletins: IT-481: Timber resource property and 
timber limits. 


(f).Class 15 — such amount as he may, claim 
not. exceeding the amount. calculated in: accor- 
dance with Schedule IV, in respect of the capital 
cost to him of property of Class 15 in Schedule 
U; 

Related Provisions: Reg. 1100(3) — Short taxation year rule 


Reg. 1100(1)()(i) 


does not apply to Reg. 1100(1)(f); Reg. 1102(7) — River improve- 
ments; Reg. 1102(17) — Recreational property; Reg. 5202‘‘cost of 
capital”(a), 5204“cost of capital”(a) — Manufacturing and process- 
ing credit. 


(g) Industrial mineral mines — such amount 
as he may claim not exceeding the amount calcu- 
lated in accordance with Schedule V in respect of 
the capital cost to him of a property that is an in- 
dustrial mineral mine or a right to remove indus- 
trial minerals from an industrial mineral mine; 


Related Provisions: Reg. 1100(3) — Short. taxation year. rule 


does not apply to Reg. 1100(1)(g); Reg. 1101(4)— Separate class; 
Reg. 1104(3) — “Industrial mineral mine’; Reg. 3900(2)‘‘income 
derived from mining operations” — Deduction for mining taxes on 
income; Reg. 5202“‘cost of capital”(a), 5204“cost of capital”(a) — 
Manufacturing and processing credit. 


Interpretation Bulletins: IT-423: Sale of sand, gravel or top soil; 
IT-492: Industrial mineral mines. 


(h) [Revoked] 


History: Para. 1100(1)(h) and heading revoked by P.C. 1978-1315, 
subsec. 3(2), fae 20, 1978, Canada Gazette, Part Il, May 10, 
1978. 


(i) Additional allowances — Fishing ves- 
sels — such additional amount as he may claim 
in the case of property of a separate class pre- 
scribed by subsection 1101(2) not exceeding the 
lesser of 


(i) the amount by which the depreciation that 
could have been taken on the property, if the 
Orders in Council referred to in that subsec- 
tion were applicable to the taxation year, ex- 
ceeds the amount allowed under paragraph (a) 
in respect of the property, and 


(ii) the undepreciated capital cost to him as of 
the end of the taxation year (before making 
any deduction under this paragraph for the 
taxation year) of property of the class; 


Interpretation Bulletins: IT-267R2: CCA — vessels. 
(J), (k) [Repealed] 


History [Reg. 1100(1)(j), (k)]: Paras. 1100(1)G), (k) repealed by 
P.C. 1995-775, subsec. 1(1), May 16, 1995, Canada Gazette, Part 
Il, May 31, 1995, applicable to property acquired on or after May 
3174995; 


(1) Additional allowances — Certified pro- 
ductions — such additional amount as he may 
claim in respect of property for which a separate 
class is prescribed by subsection 1101(5k) not ex- 
ceeding the lesser of 


(i) the aggregate of his income for the year 
from that property and from. property. de- 
scribed in paragraph (n) of Class 12 in Sched- 
ule II, determined before making any deduc- 
tion under this paragraph, and 


(i1) the undepreciated capital cost to him of 
property of that separate class as of the end of 

. the year before making any deduction under 
this paragraph for the year; 
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Reg. 11001) (DG) 


Related Provisions: Reg. 1100(3) — Short taxation year rule 
does not apply to Reg. 1100(1)(). 


History: Para. 1100(1)(1) added by P.C. 1988-2795, subsec. 1(1), 
December 22, 1988, Canada Gazette, Part Il, January 18, 1989, ap- 
plicable in respect of property acquired after 1987. 


Former para. 1100(1)(1) and heading revoked by P.C. 1978- 1315, 
subsec. 3(3), April 20, 1978, Canada Gazette, Part II], May. 10, 
1978. 


(m) [Revoked] 


Meveaan Para. 1100(1)(m) and A pectin revoked by P.C. 1978- 
1315, subsec.. 3(3), April 20, 1978, Canada, Gazette, Part Il, May 
10, 1978. 


(n) Class 19 — where the taxpayer is a corpora- 
tion that had a degree of Canadian ownership in 
the taxation year, or is an individual who was res- 
ident in Canada in the taxation year for not less 
than 183 days, such amount as he may claim in 
respect of property of Class 19 in Schedule II that 
was acquired in a particular taxation year not ex- 
ceeding the lesser of 


(1) 50 per cent of. the capes cost thereof to 
him, and 


Income Tax Regulations, Part XI 


(ii) the amount by which the capital cost 
thereof to him exceeds the aggregate of the 
amounts deducted in respect thereof in com- 
puting his income for previous taxation years, 


but the aggregate of amounts deductible for a tax- 
ation year in respect of property acquired in each 
of the particular taxation years, under this para- 
graph, shall not exceed the undepreciated capital 
cost to him as of the end of the taxation year 
(before making any deduction under this subsec- 
tion for the taxation year) of property of the class; 


Related Provisions: Reg. 1100(1)(o). 


(0) where the taxpayer is not entitled to make a 
deduction under paragraph (n) in computing his 
income for a taxation year, such amount as he 
may claim in respect of property of Class 19 in 
Schedule II not exceeding 20 per cent of the un- 
depreciated capital cost to him as of the end of 
the taxation year (before making any deduction 
under this subsection for the taxation year) of 
property of the class; 


(p) Class 20 — such amount as he may claim in 

respect of property of Class 20.1in Schedule IL that 
was acquired in a particular taxation year not ex- 
ceeding the lesser of 


(i) 20 per cent of the capital cost thereof to 
him, and 


(ii) the amount by which the capital cost 
thereof to him exceeds the aggregate of the 
amounts deducted in respect thereof in com- 
puting his income for previous taxation years, 


but the aggregate of amounts deductible for a tax- 
ation year in respect of property acquired in each 
of the particular taxation years, under this para- 
graph, shall not exceed the undepreciated capital 
cost to him as of the end of the taxation year 
(before making any deduction under this subsec- 
tion for the taxation year) of property of the class; 


(q) Class 21 — such amount as he may claim in 
respect of property of Class 21 in Schedule II that 
was acquired in a particular taxation year not ex- 
ceeding the lesser of 


(i) 50 per cent of the capital cost thereof to 
him, and 


(ii) the amount by which the capital cost 
thereof to him exceeds the aggregate of the 
amounts deducted in respect thereof in com- 
puting his income for previous taxation years, 


but the aggregate of amounts deductible for a tax- 
ation year in respect of property acquired in each 
of the particular taxation years, under this para- 
graph, shall not exceed the undepreciated capital 
cost to him as of the end of the taxation year 
(before making any deduction under this subsec- 
tion for the taxation year) of property of the class; 
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(r), (Ss), (sa) [Revoked] 
History: Paras. .1100(1)(r), (s), (sa) revoked by P.C. 1978-1315, 
subsec., 3(4), April 20, 1978, Canada Gazette, Part II, May 10, 
1978. | re . 
(sb) Additional allowances — Grain 
storage facilities — such additional amount as 
he may claim in respect of property included in 
Class 3, 6 or 8 in Schedule II 
(i) that is ! is 
(A) a grain elevator situated in that part of 


property described in clause (i)(E), and 


(v) the undepreciated capital cost to him as of 
the end of the taxation year (before making 
any deduction under this paragraph for the 
‘taxation year) of property of the class; 


(t) Classes 24, 27, 29 and 34 — for the taxa- 

tion year that includes November 12, 1981, such 
amount as he may claim in respect of property of 
each of Classes.24, 27, 29 and 34 in Schedule II 
not exceeding the aggregate of 


Canada that is defined in section 2 of the 
-- Canada Grain Act as the “Eastern Divi- 
sion’ the principal use of which 


(I) is the receiving of grain directly 

from producers for storage or forward- 
— ing or both, 

(IL) is the receiving and storing of grain 

for direct. manufacture or processing 

into other products, or 


(If) has been certified by the Minister 
of Agriculture to be the receiving of 
grain that has not been officially in- 
spected or weighed, 


(B) an addition to a grain elevator de- 
scribed in clause (A), 


(C) fixed machinery installed in a grain el- 
evator in respect of which, or in respect of 
an addition to which, an additional amount 
has been or may be claimed under this 
paragraph, 

(D) fixed machinery, designed for the pur- 
pose of drying grain, installed in a grain el- 
evator described in clause (A), 


(E) machinery designed for the purpose of 
drying grain on a farm, or 


(i) 50 per. cent of the lesser. of 


(A) the capital cost to him of all designated 
_ property of the class. acquired by him in 
the year, and 
(B) the undepreciated capital cost to him 
of property of the class as of the end of the 
year (computed as if no amount were in- 
cluded in respect of property, other than 
designated property of the class, acquired 
after November 12, 1981. and before mak- 
ing any deduction under this paragraph for 
the year), 


(ii) the amount, if any, by which the amount 
determined under clause (i)(B) in respect of 
the class exceeds the amount determined 
under clause (i)(A) in respect of the class, and 


(iii) the lesser of 


(A) 25 per cent of the capital cost to him of 
all property, other than designated prop- 
erty, of the class acquired by him in the 
year, and 


(B) the undepreciated capital cost to him 
of property of the class as of the end of the 
year (before making any deduction under 
this paragraph for the year); 


(F) a building or other structure designed | Related Provisions: Reg. 1100(24) — Specified energy property. 
for the purpose of storing grain on a farm, 


(ii) that was acquired by the taxpayer in the 
taxation year or in one of the three immedi- 
ately preceding taxation years, at a time that 


(ta) for taxation years commencing after Novem- 
ber 12, 1981, such amount as he may claim in re- 
spect of property of each of Classes 24, 27, 29 
and 34 in Schedule II not exceeding the aggregate 


was after April 1, 1972 but before August 1, of 


1974, and . 

(iii) that was not. used for any purpose 
whatever before it was acquired by the 
taxpayer, 


not exceeding the lesser of 


(iv) where the property is included in Class 3, 
22 per cent of the capital cost thereof, where 
the property is included in Class 6, 20 per cent 
of the capital cost thereof or where the prop- 
erty is included in Class 8, 


(A) 14 per cent of the capital cost thereof 
in the case of property referred to in clause 
(i)(C), (D) or (F), and 

(B). 14. per cent of the lesser of $15,000 
and the capital cost thereof in the case of 
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(i) the aggregate of 
(A) the lesser of 


(1) 50 per cent of the capital cost to him 
of all designated property of the class 
acquired by him in the year, and 


(II) the undepreciated capital cost to 
him of property of the°class as of the 
end of the year (before making any de- 
duction under this.paragraph for the 
year and, where any of the property re- 
' ferred to in subclause (I) was acquired 
by virtue of a specified transaction, 
computed as if no amount were in- 
cluded in respect of property, other 
than designated property. of the class 


Reg. 1100(1)(ta)(@(ADUD 


acquired by him in the year), and 
(B) 25 per cent of the lesser of 


(I) the undepreciated capital cost to him 
of property of the class as of the end of 
the year (computed as if no amount 
were included in respect of designated 
property of the class acquired by him in 
the year and before making any deduc- 
tion under this paragraph for the year), 
and 


(ID) the capital cost to him of all prop- 
erty, other than designated property, of 
the class acquired by him in the year, 
and 


(ii) the lesser of 
(A) the amount, if any, by which 


(1) the undepreciated capital cost to him 
of property of the class as of the end of 
the year (before making any deduction 
under this paragraph for the year) 


exceeds 


(II) the capital cost to him of all prop- 
erty of the class acquired by him in the 
year, and 


(B) an amount equal to the aggregate of 


(1) 50 per cent of the capital cost to him 
of all property of the class acquired by 
him in the immediately preceding taxa- 
tion year, other than designated prop- 
erty of the class acquired in a specified 
transaction, and 


(II) the amount, if any, by which the 
amount determined under clause (A) 
for the year with respect to the class ex- 
ceeds the aggregate of 75 per cent of 
the capital cost to him of all property, 
other than designated property, of the 
class acquired by him in the immedi- 
ately preceding taxation year and 50 
per cent of the capital cost to him of 
designated property of the class ac- 
quired by him in the immediately pre- 
ceding taxation year, other than desig- 
nated property of the class acquired in a 
specified transaction, 


and for the purposes of this paragraph and para- 
graph (t), “designated property” of a class means 


(i11) property of the class acquired by him 
before November 13, 1981, 

(iv) property deemed to be designated prop- 
erty of the class by virtue of paragraph 
(2.1)(g) or (2.2)G), and 


(v) property described in subparagraph 
(2)(a)(v), (vi) or (vil), 


Income Tax Regulations, Part XI 


and, for the purposes of this paragraph, 


(vi) “specified transaction” means a transac- 
tion to which subsection 85(5), 87(1), 88(1), 
97(4) or 98(3) or (5) of the Act applies, and 
(vii) subject to paragraph (2.2)(Q), a property 
shall be deemed to have been acquired by a 
taxpayer at the time at which the property be- 
came available for use by the taxpayer; 
Related Provisions: Reg. 1100(2.2)(j); Reg. 1100(24) — Speci- 
fied energy property. 
History: That portion of para. 1100(1)(ta) following subpara. (iv) 
substituted by P.C. 1994-139, subsec. 2(3), January 27, 1994, Can- 


ada Gazette, Part Il, February 9, 1994, applicable to property ac- 
quired after 1989. 


Subpara. 1100(1)(ta)(v) added by P.C. 1991-465, subsec. 1(2), 
March 14, 1991, Canada Gazette, Part UI, March 27, 1991, applica- 
ble in respect of taxation years ending after April 26, 1989. 


The heading preceding para. 1100(1)(t) and para. 1100(1)(t) substi- 
tuted and para. 1100(1)(ta) added by P.C. 1983-1083, subsec. 1(3), 
April 14, 1983, Canada Gazette, Part Il, April 27, 1983, applicable 
in respect of taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
336R: CCA — Pollution control property. 


(u) [Revoked] 


History: Para. 1100(1)(u) revoked by P.C. 1978-1315, subsec. 
3(5), April 20, 1978, Canada Gazette, Part II, May 10, 1978. 


(v) Canadian vessels — such amount as the 
taxpayer may claim in respect of property that is 


(i) a vessel described in subsection 1101(2a), 


(ii) included in a separate prescribed class be- 
cause of subsection 13(14) of the Act, or 


(iii) a property that has been constituted a pre- 
scribed class by subsection 24(2) of Chapter 
91 of the Statutes of Canada, 1966-67, 


not exceeding the lesser of 


(iv) where the property, other than property 
described in subparagraph (2)(a)(v), (vi) or 
(vii) , was acquired in the taxation year and 
after November 12, 1981, 16 % per cent of the 
capital cost thereof to the taxpayer and, in any 
other case, 33 '/3 per cent of the capital cost 
thereof to the taxpayer, and 


(v) the undepreciated capital cost to the tax- 
payer as of the end of the taxation year 
(before making any deduction under this para- 
graph for the taxation year) of property of the 
class, 


and, for the purposes of subparagraph (iv), a 
property shall be deemed to have been acquired 
by a taxpayer at the time at which the property 
became available for use by the taxpayer for the 
purposes of the Act; 
History: Para. 1100(1)(v) and its heading were amended by subsec. 
2(4) of P.C. 1994-139, January 27, 1994, Canada Gazette, Part I, 
February 9, 1994, the heading and subpara. (i) applicable with re- 
spect to property acquired after July 13, 1990, the rest applicable 
with respect to property acquired after 1989. 
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Subpara. 1100(1)(v)Giv) amended by P.C. 1991465, subsec. 1(3), 
March 14, 1991, Canada Gazette, Part Il, March 27, 1991, applica- 
ble in respect of taxation years ending after April 26, 1989. 


All that portion of para. 1100(1)(v) preceding subpara. (v) substi- 
tuted by P.C. 1983-1083, subsec. 1(4), April 14, 1983, Canada Ga- 
cette, Part II, April 27, 1983, applicable in respect of property (other 
than property described in Class 31 of Schedule II or paragraph (n) 
of Class 12 of that schedule) acquired or disposed of after Novem- 
ber 12, 1981, property described in the said Class 31 acquired or 
disposed of after 1981 and property described in paragraph (n) of 
the said Class 12 acquired or disposed of after 1982. 


Interpretation Bulletins: IT-267R2: CCA — Vessels. 


Advance Tax Rulings: ATR- 52: Accelerated rate of CCA for 


vessels. 


(va) Additional allowances: OfahORe 
drilling vessels — such additional amount as 
he may claim in respect of property for which a 
separate class is prescribed by subsection 
1101(2b) not exceeding 15 per cent of the un- 
depreciated capital cost to him of property of that 
class as of the end of the taxation: year (before 
making any deduction under this subsection for 
the taxation year); 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


(w) Additional allowances — Class 28 — 
subject to section 1100A, such additional amount 
as he may claim in respect of property described 
in Class 28 acquired for the purpose of gaining or 
producing income from a mine or in respect. of 
property acquired for the purpose of gaining or 

producing income from. a mine and for which a 

separate class is prescribed by subsection 
1101(4a), not exceeding the lesser of 


. (i) the taxpayer’s income for the year from the 
mine determined. before, making any deduc- 
tion under this paragraph, paragraph (x), (y) 
or.(ya), paragraph 20(1)(v.1) of the Act, sec- 
tion 65, 66, 66.1, 66.2 or 66.7 of the Act or 

section 29 of the Income Tax Application 

Rules, and 


Reg. 1100(1)(x) 


(ii) the undepreciated ‘capital cost to him: of 
property of that class as of the end’of the taxa- 
tion year (before making any deduction under 
this paragraph for the taxation year); 


Related Provisions: Reg. 1100(3)— Short taxation year rule 
does not apply to Reg. 1100(1)(w); Reg. 1104(5), (6.1) — Income 
from a mine. 

History: Subpara. 1100(1)(w)(@) amended by P.C. 1994-1817, s. 
48, November 1,;.1994, Canada Gazette, Part II; November 30, 
1994. 


Subpara. 1100(1)(w)(i) substituted by P.C. 1989-2464, subsec. 1(2), 
December 14, 1989, Canada Gazette, Part Il, January 3, +1990, ap- 
plicable to 1988 et seq. 


That portion of para. 1100(1)(w) oe intine subpara. (i) thereof sub- 


stituted by P.C. 1985-465, s. 1, February 14, 1985, Canada Gazette, 
Part I, March 6, 1985. : 


(x) subject to section 1100A, such additional 
amount as he may claim in respect of property 
acquired for the purpose of gaining or producing 
income from more than one mine and for which a 
separate class is prescribed by subsection 
1101(4b), not exceeding the lesser of 


(i) the taxpayer’s income for the year from the 
mines determined before making any deduc- 
tion under this paragraph, paragraph (ya), par- 
agraph 20(1)(v.1) of the Act, section 65, 66, 
66.1, 66.2 or 66.7 of the Act or section 29 of 
the Income Tax Application Rules, and 


(ii) the undepreciated capital cost to him of 
‘property of that class as of the end of the taxa- 
tion year (before making any deduction under 

this paragraph for the taxation year); ~ 

Related Provisions; Reg, 1100(3) — Short taxation year rule 

does not apply to Reg. 1100(1)(x); Reg. 1104(5), (6.1) — Income 

from a mine; Reg. 1104(7) — Interpretation. 


History: Subpara. 1100(1)(x)G) amended by P.C. 1994-1817, s. 48, 
November 1, 1994, Canada Gazette,.Part Il, November 30, 1994. 


Subpara. 1100(1)(x)@) substituted by P.C. 1989-2464, subsec. 1(3), 
December 14, 1989, Canada Gazette, Part II, January 3, 1990, ap- 
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plicable to 1988 et seq. 


(y) Additional allowances — Class 41 — 
such additional amount as the taxpayer may 
claim in respect of property acquired for the pur- 
pose of gaining or producing income from a mine 
and for which a separate class is prescribed by 
subsection 1101(4c), not exceeding the lesser of 


(i) the taxpayer’s income for the year from the 
mine determined before making any deduc- 
tion under this paragraph, paragraph (x) or 
(ya), paragraph 20(1)(v.1) of the Act, section 
65, 66, 66.1, 66.2 or 66.7 of the Act or section 
29 of the Income Tax Application Rules, and 


(ii) the undepreciated capital cost to the tax- 
payer of property of that class ‘as of the end of 
the taxation year (computed without reference 
to subsection (2) and before making any de- 
duction under this paragraph for the taxation 
year); 

Related Provisions: Reg. 1100(3) — Short taxation year rule 

does not apply to Reg. 1100(1)(y); Reg. 1104(5), (6.1) — Income 

from a mine; Reg. 1104(7) — Interpretation. 

History: Subpara. 1100(1)(y)(i) amended by P.C. 1994-1817, s. 48, 

November 1, 1994, Canada Gazette, Part Il, November 30, 1994. 

Subpara. 1100(1)(y)(ii) amended. by P.C. 1992-2335, Sch. II, sub- 


sec, 1(1), November 19, 1992, Canada Gazette, Part If, December 
2, 1992, applicable to 1988 et seq. 


Para. 1100(1)(y) added by P.C. 1989-2464, subsec. 1(4), December 
14, 1989, Canada Gazette, Part II, January 3, 1990, applicable to 
1988 et seq. 


The heading preceding para. 1100(1)(y) and para. 1100(1)(y) re- 
voked by P.C. 1983-1083, subsec. 1(5), April 14, 1983, Canada Ga- 
zette, Part Il, April 27, 1983, applicable in respect of taxation years 
ending after November 12, 1981. 


(ya) such additional amount as the taxpayer may 
claim in respect of property acquired for the pur- 
pose of gaining or producing income from more 
than one mine and for which a separate class is 
prescribed by subsection 1101(4d), not exceeding 
the lesser of 


(i) the taxpayer’s income for the year from the 
mines determined before making any deduc- 
tion under this paragraph, paragraph 
20(1)(v.1) of the Act, section 65, 66, 66.1, 


Income Tax Regulations, Part XI 


66.2 or 66.7 of the Act or section 29 of the 
Income Tax Application Rules, and 


(11) the undepreciated capital cost to the tax- 
payer of property of that class as of the end of 
the taxation year (computed without reference 
to subsection (2) and before making any de- 
duction under this paragraph for the taxation 
year); 

Related Provisions: Reg: 1100(3) — Short taxation year rule 


does not apply to Reg, 1100(1)(ya); Reg. 1104(5), (6.1) — Income 
from a mine; Reg. 1104(7) — Interpretation. 


History: Subpara. 1100(1)(ya)(i) amended by P.C. 1994-1817, s. 
48, November 1, 1994, Canada Gazette, Part Il, November 30, 
1994. 


Para, 1100(1)(ya) added by P.C. 1989-2464, subsec. 1(4), Decem- 
ber 14, 1989, Canada Gazette, Part II, January 3, 1990, applicable 
to’ 1988 eft seq. 


(z) Additional allowances — Railway 
cars — such additional amount as the taxpayer 
may claim in respect of property for which a sep- 
arate class is prescribed by paragraph 1101(5d)(c) 
not exceeding eight per cent of the undepreciated 
capital cost to the taxpayer of property of that 
class as of the end of the taxation year (before 
making any deduction under this subsection for 
the taxation year); 

History: Para. 1100(1)(z) amended by P.C. 1991-465, subsec. 1(4), 


March 14, 1991, Canada Gazette, Part II, March 27, 1991, applica- 
ble after April 26, 1989. 


(z.la) such additional amount as the taxpayer 
may claim in respect of property for which a sep- 
arate class is prescribed by _ paragraph 
1101(5d)(d), (e) or (f), not exceeding six per cent 
of the undepreciated capital cost to the taxpayer 
of property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this subsection for the taxation year); 
History: Para. 1100(1)(z.1a) added by P.C. 1991-465, subsec. 1(5), 
March 14, 1991, Canada Gazette, Part II, March 27, 1991, 
applicable 
(a) in respect of property acquired by a taxpayer after April 26, 
_ 1989 for rent or lease to another person; 
(b) to the 1990 and subsequent taxation years in respect of 


property acquired by a taxpayer before April 27, 1989 for rent 
or lease to another person, except that the reference to “six” in 
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para, 1100(1)(z.1a) shall be read as a reference to “7 in respect 
of the 1990 taxation year, to ‘*7'/3” in respect of the 1991 taxa- 
tion year, to “7” in respect of the 1992 taxation year, to “673” 
respect of the 1993 taxation year, and to‘ aa in ag of ni 
1994 taxation year; and 


(c) in respect of property acquired by a oe after oo 
2, 1990, other than) ~~ 


‘@) property acquired for rent or lease to another person, 
(ii) property acquired pursuant to an agreement in writing 
~ entered into before February 3, 1990, or 


(iii) property under construction by or on behalf of the tax- 
payer before February 3, 1990. 


(z.1b) where throughout the taxation year the tax- 
payer was a common carrier that owned and op- 
erated a railway, such additional amount as the 
taxpayer may claim in respect of property for 
which a separate class 1s prescribed by subsection 
1101(5d.1), not exceeding three per cent of the 
undepreciated capital cost to the taxpayer of 
property of that.class as of the end of the year 
(before making any deduction under this subsec- 
tion for the year); 


_ cable to property acquired. after December 6, 1991. 


(zb) such additional amount as he may claim in 

-respect.of property for which a separate class is 
prescribed by subsection 1101(5f) not exceeding 
three. per cent of the undepreciated capital cost to 
him of property of that class as of the end of the 
taxation year (before making any deduction under 
this subsection for the taxation year); 


History: Paras. 1100(1)(za), (zb) added by P.C. 1978- 344, s. 1, 
February 9, 1978, Canada Gazette, Part Il, February 22, 1978, ef- 


fective after March 31, 1977. 


(zc) Additional allowances — Railway 
expansion and modernization property — 
where the. taxpayer owns and operates a railway 
asa common carrier, such additional amount as 
he may claim in respect of property of a class in 
Schedule II Gin this paragraph referred to as “des- 
ignated property” of the class) 


(i), that is 


(A) included in Class 1 in Schedule II by 
virtue of paragraph (h) or (i) of that Class, 


History: Para. 1100(1)(z.1b) added by P.C. 1994-139, subsec. 2(5), (B) a bridge, culvert, subway or tunnel in- 
January 27, 1994, Canada Gazette, Part Ul, February 9, 1994, appli- cluded in Class 1 in Schedule II that is an- 
cable to property acquired after December 6, 1991. cillary to railway track and grading, 


(za) Additional _ allowances — Railway 
track and related property — such additional 
amount as he may claim in respect of property for 
which a separate class is prescribed by subsection 
1101(S5e) not exceeding four per cent of the un- 
~ depreciated capital cost to him of property of that 
class as of the end of the taxation year (before 
making any deduction under this subsection for 
the taxation year); 


(za.1) where throughout the taxation year the tax- 
payer was a common carrier that owned and op- 
“erated a railway, such additional amount as the 
taxpayer may claim in respect of property for 
which a separate class is prescribed by subsection 
1101(Se.1), not exceeding six per cent of the un- 
depreciated capital cost to the taxpayer of prop- 
erty of that class as of the end of the year (before 
making any deduction under this subsection for 
the year); 


History: Para. 1100(1)(za.1) added by P.C. 1994- 139, subsec. 2(6), 


January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired after December 6, 1991. : 


(za.2) where throughout the taxation year the tax- 
payer was a common carrier. that owned and. op- 
erated a railway, such additional amount as. the 
taxpayer may claim in respect of property for 
which.a separate class is prescribed by subsection 
1101(5e.2), not.exceeding five per cent of the un- 
depreciated capital cost to the taxpayer of prop- 
erty of that class as of the end of the year (before 
making any ee ani under this subsection for 
the year); 


(C) a trestle included in Class 3.in Sched- 
_ule-II that is ancillary to railway track and 
__ grading, 


: (D) included in Class, 6.in Schedule II by 
virtue of paragraph (j) of that Class, 


(E) machinery or equipment included in 
Class 8 in Schedule II that is ancillary to 


(1) railway track ‘and grading, or 


(iI) railway traffic control or signalling 
equipment, including switching, block 
signalling, interlocking, crossing pro- 
tection, detection, speed control or 
retarding equipment, but. not including 
property that is principally, electronic 
equipment or. systems software 
therefor, 


(F) machinery or equipment dich ed in 
Class 8 in Schedule I that 
(1) was acquired principally for the pur- 
‘pose of maintaining or servicing, or 
(II) is ancillary to and used as part of, 
a railway locomotive or railway car, 
(G) included in Class 10 in Schedule I by 
virtue of subparagraph (m)(i), (ii) or (iii) of 
that Class, 
(H) included in Class 28 in Schedule II by 
virtue of subparagraph (d)(ii) of that Class 
(other than property referred to in subpara- 
- graph (m)(iv) of Class 10), or 


History: Para. 1100(1)(za.2) added by P.C. 1994-139; subsec. 2(6), RX (Z) included in SHS 35 te Schenule I, 
January 27; 1994, Canada Gazette, Part II, February 9, 1994, appli- (ii) that was acquired by him principally for 
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use in or is situated in Canada, 


(iii) that was acquired by him in respect of the 
railway in the taxation year or in one of the 
four immediately preceding taxation years, at 
a time that was after April 10, 1978 but before 
1988, and 


(iv) that was not used for any purpose 
whatever before it was acquired by him, 


not exceeding the lesser of 


(v) six per cent of the aggregate of the capital 
cost to him of the designated property of the 
class, and 


(vi) the undepreciated capital cost to him as of 
the end of the taxation year (after making all 
deductions claimed by him under other provi- 
sions of this subsection for the taxation year 
but before making any deduction under this 
paragraph for the taxation year) of property of 
the class; 


History: Subpara. 1100(1)(zc)(ii) substituted by P.C. 1984-2044, 
s. 1, June 14, 1984, Canada Gazette, Part I, June 27, 1984. 


Para. 1100(1)(zc) added by P.C. 1979-1488, subsec. 1(2), May 17, 
1979, Canada Gazette, Part II, June 13, 1979, effective from April 
ee LORS. 


(zd) Class 38 — such amount as the taxpayer 
may claim in respect of property of Class 38 in 
Schedule II not exceeding that percentage which 
is the aggregate of 


(i) that proportion of 40 per cent that the num- 
ber of days in the taxation year that are in 
1988 is of the number of days in the taxation 
year that are after 1987, 


(ii) that proportion of 35 per cent that the 
number of days in the taxation year that are in 
1989 is of the number of days in the taxation 
year, and 


(ii) that proportion of 30 per cent that the 
number of days in the taxation year that are 
after 1989 is of the number of days in the tax- 
ation year 


of the undepreciated capital cost to the taxpayer 
of property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this paragraph for the taxation year); 


(ze) Class 39 — such amount as the taxpayer 
may claim in respect of property of Class 39 in 
Schedule II not exceeding that percentage which 
is the aggregate of 


(i) that proportion of 40 per cent that the num- 
ber of days in the taxation year that are in 
1988 is of the number of days in the taxation 
year that are after 1987, 


(ii) that proportion of 35 per cent that the 
number of days in the taxation year that are in 
1989 is of the number of days in the taxation 
year, 
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(iii) that proportion of 30 per cent that the 
number of days in the taxation year that are in 
1990 is of the number of days in the taxation 
year, and 


(iv) that proportion of 25 per cent that the 
number of days in the taxation year that are 
after 1990 is of the number of days in the tax- 
ation year 


of the undepreciated capital cost to the taxpayer 
of property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this paragraph for the taxation year); and 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment. 


(zf) Class 40 — such amount as the taxpayer 
may claim in respect of property of Class 40 in 
Schedule II not exceeding that percentage which 
is the aggregate of 


(1) that proportion of 40 per cent that the num- 
ber of days in the taxation year that are in 
1988 is of the number of days in the taxation 
year that are after 1987, 


(ii) that proportion of 35 per cent that the 
number of days in the taxation year that are in 
1989 is of the number of days in the taxation 
year, and 


(111) that proportion of 30 per cent that the 
number of days in the taxation year that are in 
1990 is of the number of days in the taxation 
year 


of the undepreciated capital cost to the taxpayer 

of property of that class as of the end of the taxa- 

tion year (before making any deduction under 

this paragraph for the taxation year). 
Interpretation Bulletins [Reg. 1100(1)(zf)]: IT-147R3: 
CCA — Accelerated write-off of manufacturing and processing ma- 
chinery and equipment. 


Related Provisions [Reg. 1100(1)]: Reg. 1100(1.1) — Speci- 
fied leasing property; Reg. 1100(3) — Taxation year less than 12 
months; Reg. 1100(11) — Rental properties; Reg. 1100(15) — 
Leasing properties; ITA 20(1.1) — Definitions in ITA 13(21) apply 
to regulations. 

History: Paras. 1100(1)(zd) to (zf) added by P.C. 1989-2464, sub- 
sec. 1(5), December 14, 1989, Canada Gazette, Part II, January 3, 
1990, applicable to 1988 et seq. 


Interpretation Bulletins [Reg. 1100(1)]: IT-478R: CCA — Re- 
capture and terminal loss. 


(1.1) Notwithstanding subsections (1) and (3), the 
amount deductible by a taxpayer for a taxation year 
in respect of a property that is a specified leasing 
property at the end of the year is the lesser of 


(a) the amount, if any, by which the aggregate of 


(i) all amounts that would be considered to be 
repayments in the year or a preceding year on 
account of the principal amount of a loan 
made by the taxpayer if 


(A) the taxpayer had made the loan at the 
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time that the property last became a speci- 
fied leasing property and in a principal 
amount equal to the fair market value of 
the property at that time, 


(B) interest had been charged on the prin- 
cipal amount of the loan outstanding from 
time to-time at the rate, determined in ac- 
cordance with section 4302, in effect at the 
earlier of 


(I) the time, if any, before the time re- 
ferred to.in subclause (ID),- at which the 
taxpayer last entered into:.an agreement 
to lease the property, and. 


(II) the time that the property last be- 
came a specified leasing property “ 
(or, where a particular lease. provides‘ that 
the amount paid or payable by the lessee of 
the property for the use of, or the right to 
use, the property varies according to pre- 
vailing interest rates in effect frem time to 
time, andthe taxpayer so elects, in respect 
of all of the property that is the subject of 
the particular lease, in. the taxpayer’s re- 
turn of income under Part I of the Act for 
the taxation year of the taxpayer in which 
the particular lease was, entered into, the 
rate determined in accordance with section 
4302 that is in effect at the beginning of 
the period for which the interest is being 
calculated), compounded semi-annually 

not in advance, and 


(C) the amounts that were received or re- 
ceivable by the taxpayer before the end of 
the year for the use of, or the right to_use, 
the property before the end of the year and 
after the time it last became a specified 
leasing property were blended payments of 
principal and interest, calculated. in accor- 
dance with clause (B), on the loan applied 
firstly on account of interest.on principal, 
secondly. on account of interest on unpaid 
interest, and thirdly on account of. princi- 
pal, and 


(ii) the amount that would have been deducti- 
ble under this section for the taxation year (in 
this subparagraph referred to as the “particular 
year’) that includes the time (in this, subpara- 
graph referred to. as the “particular time’’) at 
which the property last became a specified 
leasing property of the taxpayer, if 


(A) the property had been transferred to a 
separate prescribed class at the later of 


(I) the beginning of the particular year, 
and 


(ID) the time at which the property was 
acquired by the taxpayer, 


(B) the particular year had ended immedi- 
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ately before the particular time, and 


(C) where the property was not a specified 
leasing property immediately before the 
particular time, subsection (3) had applied, 


exceeds 


(iii) the aggregate of all amounts deducted by 
the taxpayer in respect of the property by rea- 
son of this subsection before the commence- 
ment of the year and after the time at which it 
last became a specified leasing property; and 


(b) the amount, if any, by which; 


(i) the aggregate of all amounts that would 
have been deducted by the taxpayer under this 
Part in respect of the property under para- 
graph 20(1)(a) of the Act in computing the in- 
come of the taxpayer for the year and all pre- 
ceding taxation years had this subsection and 
subsections (11) and (15) not applied, and had 
the taxpayer, in each such year deducted 
under paragraph 20(1)(a) of the Act the maxi- 
mum amount allowed under this Part, read 
without reference to this subsection and sub- 
section (11) and (15), in respect of the 
property, 
exceeds 
(ii) the total depreciation allowed to the tax- 


payer before the commencement of the year in 
respect of the property. 


Related Provisions: Reg. 1100(1.11)— Meaning of “specified 
leasing property’ 
interest. 

(1.11) In this section and subsection 1101(5n), 
“specified: leasing property” of a taxpayer at any 


time means depreciable property (other than exempt 
property) that is 


*; Reg. 1100(1.12); Reg. 4302 — Prescribed rate of 


(a) used at that time by the taxpayer or a person 
with whom the taxpayer does not deal at arm’s 
length principally for the purpose of gaining or 
producing gross revenue that is rent or leasing 
revenue, 


(b) the subject of a lease at that time to a person 
with whom the taxpayer deals at arm’s length and 
that, at the time the lease was entered into, was a 
lease for a term of more than one year, and 


(c) the subject of a lease of property where the 
tangible property, other than exempt property, 
that was the subject of the lease had, at the time 
the lease was entered into, an aggregate fair mar- 
ket value in excess of $25,000, 


but, for greater certainty, does not include intangible 
property (including systems software and property 
referred to in paragraph (w) of Class 10 or paragraph 
(n) or (0) of Class. 12 in Schedule II). 


Related Provisions: Reg. 1100(1.12)—(1.3), (17.2) — Interpreta- 
tion; Reg. 1101(5n) — Separate class. 


(1.12) Notwithstanding subsections (1) and (1.1), 
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where, in a taxation year, a taxpayer has acquired a 
property that was not used by the taxpayer for any 
purpose in that year and the first use of the property 
by the taxpayer is a lease of the property in respect 
of which subsection (1.1) applies, the amount al- 
lowed to the taxpayer under subsection (1) in respect 
of the property for the year shall be deemed to be nil. 


(1.13) For the purposes of this section, 
(a) “exempt property” means 


(i) general purpose office furniture or office 
equipment included in Class 8 in Schedule IL 
(including, for greater certainty, mobile office 
equipment such as cellular telephones and 
pagers) or general purpose electronic data 
processing equipment and ancillary data 
processing equipment, included in paragraph 
(f) of Class.10 in Schedule II, other than any 
individual piece thereof having a capital cost 
to the taxpayer in excess of $1,000,000, 


(ii) furniture, appliances, television receivers, 
radio receivers, telephones, furnaces, hot- 
water heaters and other similar properties, de- 
signed for residential use, 


(iii) a property that is a motor vehicle that is 
designed or adapted primarily to carry indi- 
viduals on highways and streets and that has a 
seating capacity for not more than the. driver 
and eight passengers, or a motor vehicle of a 
type commonly called a van or pick-up truck, 
or a similar vehicle, 


(iv) a truck or tractor that is designed for haul- 
ing freight on highways, 


(v) a trailer that is designed for hauling freight 
and to be hauled under normal operating con- 
ditions by a truck or tractor described in sub- 
paragraph (iv), 


(vi) a building or part thereof included in 
Class 1, 3, 6, 20, 31 or 32 in Schedule If (in- 
cluding component parts such as electric wir- 
ing, plumbing, sprinkler systems, air-condi- 
tioning equipment, heating equipment, 
lighting fixtures, elevators and escalators) 
other than a building or part thereof leased 
primarily to a lessee that is 


(A) a person who is exempt from tax by 
reason of section 149 of the Act, 


(B) a person who uses the building in the 
course of carrying on a business the in- 
come from which is exempt from tax 
under Part I of the Act by reason of any 
provision of the Act, or 


(C) a Canadian government, municipality 
or other Canadian public authority, 


who owned the building or part thereof at any 
time before the commencement of the lease 
(other than at any time during a period ending 
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not later than one year after the later of the 
date the construction of the building or part 
thereof was completed and the date the build- 
ing or part thereof was acquired by the 
lessee), 


(vii) vessel mooring space, and 


(viii) property that is included in Class 35 in 
Schedule II, 


and for the purposes of subparagraph (i), where a 
property is owned by two or more persons or 
partnerships, or any combination thereof, the cap- 
ital cost of the property to each such person or 
partnership shall be deemed to be the total of all 
amounts each of which is the capital cost of the 
property to such a person or partnership; 


(b) property shall be deemed to be the subject of 
a lease for a term of more than one year at any 
time where, at that time 


(i) the property had been leased by the lessee 
thereunder, a person with whom the lessee 
does not deal at arm’s length, or any combina- 
tion thereof, for a period of more than one 
year ending at that time, or 


(ii) it is reasonable, having regard to all the 
circumstances, to conclude that the lessor 
thereunder knew or ought to have known that 
the lessee thereunder, a person with whom the 
lessee does not deal at arm’s length, or any 
combination thereof, would lease the property 
for more than one year; and 


(c) for the purposes of paragraph (1.11)(c), where 
it is reasonable, having regard to all the circum- 
stances, to conclude that one of the main reasons 
for the existence of two or more leases was to 
avoid the application of subsection (1.1) by rea- 
son of each such lease being a lease of property 
where the tangible property, other than exempt 
property, that was the subject of the lease had an 
aggregate fair market value, at the time the lease 
was entered into, not in excess of $25,000, each 
such lease shall be deemed to be a lease of tangi- 
ble property that had, at the time the lease was 
entered into, an aggregate fair market value in ex- 
cess of $25,000. 


Related Provisions: Reg. 1100(1.14); Reg. 8200 — Prescribed 
property for leasing rules. 


History: Subpara. 1100(1.13)(a)(Giii) amended by P.C. 1994-139, 
subsec. 2(7), January 27, 1994, Canada Gazette, Part Il, February 9, 
1994, applicable to taxation years and fiscal periods commencing 
after June 17, 1987 and ending after December 31, 1987. 


Subpara. 1100(1.13)(a)(vili) amended by the said P.C. 1994-139, 
subsec. 2(8),, applicable to property acquired after December 23, 
1991, other than property acquired by the taxpayer before 1993 


(a) pursuant to an agreement in writing entered into before De- 
cember 24, 1991, or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


(1.14) For the purposes of subsection (1.11) and not- 
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withstanding subsection (1.13), where a taxpayer re- 
ferred to in subsection (16) so elects in the tax- 
payer’s return of income under Part I of the Act for a 
taxation year in respect of the year and all subse- 
quent taxation years,.all of the property of the tax- 
payer that is the subject of leases entered into in 
those years shall be deemed not to be exempt prop- 
erty for those years and the aggregate fair market 
value of all of the tangible property that is the sub- 
ject of each such lease shall be deemed to have been, 
at the time the lease was entered into, in excess of 
$25,000. ) 


(1.15) Subject to subsection (1.16) and for the pur- 
poses of subsection (1.11), where at any time a tax- 
payer acquires property that is the subject of a lease 
with a remaining term at that time of more than one 
year from a person with whom the taxpayer was 
dealing at arm’s length, the taxpayer shall be deemed 
to have entered into a lease of the property at that 
time for a term of more than one year. 


(1.16) Where, at any time, a taxpayer acquires from 
a person with whom the taxpayer is not dealing at 
arm’s length, or by virtue of an amalgamation 
(within the meaning assigned by subsection 87(1) of 
the Act), property that was specified leasing property 
of the person from whom the taxpayer acquired it, 
the taxpayer shall, for the purposes of paragraph 
(1.1)(a) and for the purpose of computing the income 
of the taxpayer in respect of the lease for any period 
after the particular time, be deemed to be the same 
person as, and a continuation of, that person. 


(1.17) For the purposes of subsections (1.1) and 
(1.11), where at any particular time a property (in 
this subsection referred to as a “replacement prop- 
erty”) is provided by a taxpayer to a lessee for the 
remaining term of a lease as a replacement for a sim- 
ilar property of the taxpayer (in this subsection re- 
ferred to as the “original property”) that was leased 
by the taxpayer to the lessee, and the amount payable 
by the lessee for the use of, or the right to use, the 
replacement property is the same as the amount that 
was so payable in respect of the original property, 
the following rules apply: 


(a) the replacement property shall be deemed to 
have been leased by the taxpayer to the lessee at 
the same time and for the same term:as the origi- 
nal property; 

(b) the amount of the loan referred to in clause 
(1.1) (a) (i) (A) shall be deemed to be equal to the 
amount of that loan determined in respect of the 
original property; 

(c) the amount determined under subparagraph 
(1.1)(a)(i) in respect of the replacement property 
shall be deemed to be equal to the amount so de- 
termined in respect of the original property; 


(d) all amounts received or receivable by the tax- 
payer for the use of, or the right to use, the origi- 
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“nal property before the particular time shall be 
deemed to have been received or receivable, as 
the case may be, by the taxpayer for the use of, or 
the right to use, the replacement property; and 


(e) the original property, shall be deemed to have 
ceased to be subject to the lease at the particular 
time. 


(1.18) For the purposes of subsection (1.1), where 
for any period of time any amount that would have 
been received or receivable by a taxpayer during that 
period in respect of the use of, or the right to use, a 
property of the taxpayer during that period is not re- 
ceived or receivable by the taxpayer as a conse- 
quence of a breakdown of the property during that 
period and before the lease of that property is termi- 
nated, that amount shall be deemed to have been re- 
ceived or receivable, as the case may be, by the 
taxpayer. 


(1.19) For the purposes of subsections (1.1) and 
(1.11), where at any particular time 


(a) an addition or alteration (in this subsection re- 
ferred to as “additional property’) is made by a 
taxpayer to a property (in this subsection referred 
to as the “original property”) of the taxpayer that 
is a specified leasing property at the particular 
time, and 


(b) as a consequence of the addition or alteration, 
the aggregate amount receivable by the taxpayer 
after the particular time for the use of, or the right 
to- use, the original property and the additional 
property exceeds the amount so receivable in re- 
spect of the original property, 


the following rules apply: 


(c) the taxpayer shall be deemed to have leased 
the additional property to the lessee at the partic- 
ular time, 


(d) the term of the lease of the additional property 
shall be deemed to be greater than one. year, 


(e) the prescribed rate in effect at the particular 
time in respect of the additional property shall be 
deemed to be equal to the prescribed rate in effect 
in respect of the. lease of the original property at 
the particular time, 


(f) subsection (1.11) shall be read without refer- 
ence to paragraph (c) thereof in respect of the ad- 
ditional property, and 


(g) the excess described in paragraph (b) shall be 
deemed to be an amount receivable by the tax- 
payer for the use of, or the right to use, the addi- 
tional property. 
(1.2) For the purposes of subsections (1.1) and 
(1.11), where at.any time 


(a) a lease (in this subsection referred to as the 
“original lease’) of property is in the course of a 
bona fide renegotiation, and 
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(b) as a result of the renegotiation, the amount 
paid or payable by the lessee of the property for 
the use of, or the right to use, the property is al- 
tered in respect of a period after that time (other- 
wise than by reason of an addition or alteration to 
which subsection (1.19) applies), 


the following rules apply: 


(c) the original lease shall be deemed to have ex- 
pired and the renegotiated lease shall be deemed 
to be a new lease of the property entered into at 
that time, and 


(d) paragraph (1.13)(b) shall not apply in respect 
of any period before that time during which. the 
property was leased by the lessee or a person 
with whom the lessee did not deal at arm’s 
length. 


(1.3) For the purposes of subsections (1.1) and 
(1.11), where a taxpayer leases to another person a 
building or part thereof that is not exempt property, 
the references to “one year” in paragraphs (1.11)(b) 
and (1.13)(b), subsection (1.15) and paragraph 
(1.19)(d) shall in respect of that building or part 
thereof be read as references to “three years”. 


Related Provisions: Reg. 1100(1.13) — Meaning of “exempt 
property”. 

History: Para. 1100(1.17)(b) amended by P.C. 1992-2335, Sch. II, 
subsec. 1(3), November 19, 1992, Canada Gazette Part Il, Decem- 
ber 2, 1992, applicable ab initio. 

Subsec. 1100(1.1) to (1.3) added by P.C. 1991-465, subsec. 1(6), 
March 14, 1991, Canada Gazette, Part Il, March 27, 1991, applica- 
ble in respect of leases entered into after 10:00 p.m. EDST, April 
26, 1989, other than leases entered into pursuant to an agreement in 
writing entered into before that time under which the lessee thereun- 
der has the right to require the lease of the property (and for these 
purposes a lease in respect of which a material change has been 
agreed to by the parties thereto effective at any particular time that 
is after 10:00 p.m. EDST, April 26, 1989 shall be deemed to have 
been entered into at that particular time), except that 


(a) subsec. 1100(1.12) is applicable in respect of property ac- 
quired after April 26, 1989; 


(b) in its application to leases entered into before February 3, 
1990 or after February 2, 1990 pursuant to an agreement in 
writing entered into before February 3, 1990 under which the 
lessee thereunder has the right to require the lease of the 
property, 

(i) subsec. 1100(1.3) shall not apply, 

(11) subpara. 1100(1.13)(a)(vi) shall be read as follows: 


“(vi) a building or part thereof (including component 
parts such as electric wiring, plumbing, sprinkler sys- 
tems, air-conditioning equipment, heating equip- 
ment, lighting fixtures, elevators and escalators),”, 
and 


(iii) cl. 1100(1.1)(a)G)(B) shall be read without reference to 
subcl. (1) and to the words “the earlier of”; 


(c) in their application to leases entered into on or before March 
14, 1991 or after that day pursuant to an agreement in writing 
entered into on or before that day under which the lessee there- 
under has the right to require the lease of the property, subpara. 
1100(1.13)(a)(iv) and (v), shall be read as follows: 


“(iv) a truck or tractor that is designed for use on 
highways, 
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(v) a trailer that is designed to be hauled under normal 
operating conditions by a truck or tractor described in 
subparagraph (iv),”; and 


(d) any election made under cl. 1100(1.1)(a)(i)(B) or subsec. 
1100(1.14) that is made on or before September 24, 1991 shall 
be deemed to be a valid election under that clause or subsec. 
1100(1.14), as the case may be. 


(2) Property acquired in the year [Half-year 
rule] — Where at the end of a taxation year of a tax- 
payer 
(a) the aggregate of all amounts, each of which is 
an amount added 


(i) by reason of subparagraph 13(21)(f)() 
[13(21)“undepreciated capital cost’”A] of the 
Act in respect of a property acquired in the 
year or that became available for use by the 
taxpayer in the year, or 

(ii) by reason of subparagraph 13(21)(f)(i.1) 
[13(21)“undepreciated capital cost’”C] or (11.2) 
[D] of the Act in respect of an amount repaid 
in the year 


to the undepreciated capital cost to the taxpayer 
of property of a class in Schedule II, other than 


(iii) property included in paragraph (1)(v), 
paragraph (w) of Class 10 or any of 


paragraphs (a) to (c), (e) to (1), (k), (1), (p), (q) 
and (s) of Class 12, 


(iv) property included in any of Classes 13, 
14, 15, 23, 24, 27, 29 and 34, 


(v) where the taxpayer was a corporation de- 
scribed in subsection (16) throughout the year, 
property that was specified leasing property of 
the taxpayer at that time, 


(vi) property that was deemed to have been 
acquired by the taxpayer in a preceding taxa- 
tion year by reason of the application of para- 
graph 16.1(1)(b) of the Act in respect of a 
lease to which the property was subject imme- 
diately before the time at which the taxpayer 
last acquired the property, and 


(vil) property considered to have become 
available for use by the taxpayer in the year 
by reason of paragraph 13(27)(b) or (28)(c) of 
the Act 


exceeds 
(b) the aggregate of all amounts, each of which is 
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an amount deducted 


(i) by virtue of subparagraph 13(21)(f)(iv) 
[13(21)“undepreciated capital cost”F] or (v) 
[G] of the Act in respect of property disposed 
of in the year; or 


(ii) by virtue of subparagraph 13(21)(f)(vili) 
[13(21)“undepreciated capital cost’J] of the 
Act im respect of an amount the taxpayer re- 
ceived or was entitled to receive in the year 


from the undepreciated capital cost to him of 
property of the class, 


the amount that the taxpayer may deduct for the year 
under subsection (1) in respect of property of the 
class shall be determined as if the undepreciated cap- 
ital cost to him as of the end of the year (before mak- 
ing any deduction under subsection (1) for the year) 
of property of the class were reduced by an amount 
equal to 50 per cent of the amount by which the ag- 
gregate determined under paragraph (a) exceeds the 
aggregate determined under paragraph (b). 


Related Provisions: Reg. 1100(1)(ta)(v), Reg. 1100(2.1) — 
Grandfathering for property acquired before 1983; Reg. 1100(2.2), 
(2.3) — Half-year rule does not apply to acquisition on butterfly or 
from related person who. owned it for a year; Reg. 1100(2.21) — 
Effect of deemed disposition and reacquisition; Reg. 1100(2.4) — 
Rental automobiles. 


History: Subpara. 1100(2)(a)(@) amended and subpara. (a)(vi1) ad- 
ded by P.C. 1994-139, subsecs. 2(9) and (10), January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to property 
acquired after 1989. 


Para. 1100(2)(a) substituted by P.C. 1991-465, subsec. 1(7), March 
14, 1991, Canada Gazette, Part II, March 27, 1991, applicable in 
respect of taxation years ending after April 26, 1989, except that 
subpara. 1100(2)(a)(i) is applicable to 1985 et seq. 


That portion of para. 1100(2)(a) following subpara. (11) amended by 
P.C. 1990-2067, s. 1, September 27, 1990, Canada Gazette, Part II, 
October 10, 1990, applicable in respect of property acquired after 
August 8, 1989. 


That portion of para. 1100(2)(a) following subpara. (11) substituted 
by P.C. 1989-2464, subsec. 1(6), December 14, 1989, Canada Ga- 
zette, Part Il, January 3, 1990, applicable in respect of property ac- 
quired by a taxpayer after 1987 other than property acquired by the 
taxpayer before 1990 


(a) pursuant to an obligation in writing entered into by the tax- 
payer before June 18, 1987, 


(b) that was under construction by or on behalf of the taxpayer 
on June 18, 1987, or 


(c) that is a fixed and integral part of property under construc- 
tion by or on behalf of the taxpayer on June 18, 1987. 


That portion of para. 1100(2)(a) following subpara.°(ii) substituted 
by P.C. 1988-2795, subsec. 1(2), December 22, 1988, Canada Ga- 


Reg. 1100(2.1)(h) 


zette, Part Il, Jariuary 18,1989, applicable in respect of property 
acquired after 1987. 


Interpretation Bulletins: IT-283R2: CCA — Videotapes, video- 
tape cassettes, films, computer software and master recording me- 
dia; IT-469R: CCA — Earth-moving equipment; IT-521R: Motor 
vehicle expenses claimed -by self-employed individuals; IT-522R: 
Vehicle, travel and salés expenses of employees; IT-525R: Perform- 
ing artists. 


Advance Tax Rulings: ATR-14: “50% rule” on non-arm’s length 
transactions. 


Forms: T2S(8): Capital cost allowance. 


(2.1) Where ‘a taxpayer has, after November 12, 
1981 and before 1983, acquired or incurred a capital 
cost in respect of a property of a class in Schedule II 
and 


(a) he was obligated to acquire the property under 
the terms of an agreement in writing entered into 
before November 13, 1981 (or, where the prop- 
erty is a property described in Class 31 in Sched- 
ule II, before 1982), 


(b) he or a person with whom he was not dealing 
at arm’s length commenced the ‘construction, 
manufacture or production of the property before 
November 13, 1981 (or, where the property is a 
property described in Class 31 in Schedule II, 
before 1982), 


(c) he or a person with whom he was not dealing 
at arm’s length had made- arrangements, evi- 
denced in writing for the construction, manufac- 
ture or production of the property that were sub- 
stantially advanced before November 13, 1981 
and the construction, manufacture or production 
commenced before June 1, 1982, or 


(d) he was obligated.to acquire the property under 
the terms of an agreement in writing entered into 
before June 1, 1982 where arrangements, evi- 
denced in writing, for the acquisition or leasing 
of the property were substantially advanced 
before November 13, 1981, 


the following rules apply: 


(e) no amount shall be included under paragraph 
(2)(a) in respect of the property; 


(f) where the property is a property to which par- 
agraph (1)(b) applies, that paragraph shall be 
read, in respect of the property, as “such amount, 
not exceeding the amount for the year calculated 
in accordance with Schedule III, as. he may claim 
in respect of the capital cost to him of property of 
Class 13 in Schedule IT’; 


(g) where the property is a property of a class to 
which paragraph (1)(t)-or (ta) applies, the prop- 
erty shall be deemed to be designated property of 
the class; and 


(h) where the property is a property described in 
paragraph (1)(v), subparagraph (iv) thereof shall 
be read,:in respect of the property, as “33'/3 per 
cent of the capital cost thereof to him, and”. 
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(2.2) Where a property of a class in Schedule II is (B) where the property was transferred in a 
acquired by a taxpayer series of transfers to which this subsection 


(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 

(b), (c), (d) [Revoked] 

(e) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
251(5)(b) of the Act) at the time the property was 
acquired, 


and where 


(f) the property was depreciable property of the 
person from whom it was acquired and was 
owned continuously by that person for the period 
from. 


(i) a day that was at least 364 days before the 
end of the taxation year of the taxpayer during 
which he acquired the property, or 


(ii) November 12, 1981 
to the day it was acquired by the taxpayer, or 


(g) the rules provided in subsection (2.1) or this 
subsection applied in respect of the property for 
the purpose of determining the allowance under 
subsection (1) to which the person from whom 
the taxpayer acquired the property was entitled, 


the following rules apply: 


(h) no amount shall be included under paragraph 
(2)(a) in respect of the property; 

(1) where the property is a property to which par- 
agraph (1)(b) applies, that paragraph shall be 
read, in respect of the property, as “such amount, 
not exceeding the amount for the year calculated 
in accordance with Schedule III, as he may claim 
in respect of the capital cost to him of property of 
Class 13 in Schedule II’; 


(j) where the property is a property of a class to 
which paragraph (1)(ta) applies, 
(i) the property shall be deemed to be desig- 
nated property of the class, 


(ii) for the purposes of computing the amount 
determined under paragraph (1)(ta) for any 
taxation year of the taxpayer ending after the 
time the property was actually acquired by the 
taxpayer, the property shall be deemed, other 
than for the purposes of paragraph (f), to have 
been acquired by the taxpayer immediately af- 
ter the commencement of the taxpayer’s first 
taxation year that commenced after the time 
that is the earlier of 


(A) the time the property was last acquired 
by the transferor of the property, and 


applies, the time the property was last ac- 
quired by the first. transferor in that series, 


unless 


(C) where clause (A) applies, the property 
was acquired by the taxpayer before the 
end of the taxation year of the transferor of 
the property that includes the time at 
which that transferor acquired the prop- 
erty, or 

(D) where clause (B) applies, the property 
was acquired by the taxpayer before the 
end of the taxation year of the first trans- 
feror that includes the time at which that 
transferor acquired the property; 


(ili) where the taxpayer is a corporation that 
was incorporated or otherwise formed after 
the end of the transferor’s, or where applica- 
ble, the first transferor’s, taxation year in 
which the transferor last acquired the prop- 
erty, the taxpayer shall be deemed, for the 
purposes of subparagraph (ii), 
(A) to have been in existence throughout 
the period commencing immediately 
before the end of that year and ending im- 
mediately after the taxpayer was incorpo- 
rated or otherwise formed, and 


(B) to have had, throughout the period re- 
ferred to.in clause (A), fiscal periods end- 
ing on the day of the year on which the 
taxpayer’s first fiscal period ended; and 


(iv) the property shall be deemed to have be- 
come available for use by the taxpayer at the 
earlier of 


(A) the time it became available for use by 

the taxpayer, and 

(B) if applicable, 
(I) the time it became available for use 
by the person from whom the taxpayer 
acquired the property, determined with- 
out reference to paragraphs 13(27)(c) 
and (28)(d) of the Act, or 


(II) the time it became available for use 
by the first transferor in a series of 
transfers of the same property to which 
this subsection applies, determined 
without reference to paragraphs 
13(27)(c) and (28)(d) of the Act; and 


(k) where the property is a property described in 
paragraph (1)(v), subparagraph (iv) thereof shall 
be read, in respect of the property, as “33 '/3 per 
cent of the capital cost thereof to him, and”. 
Related Provisions: Reg. 1100(2.21) — Effect of deemed dispo- 


sition and reacquisition; Reg. 1100(2.3) — No inclusion under Reg. 
1100(2)(b); Reg. 1102(20) — Non-arm’s length exception. 


Interpretation Bulletins [Reg. 1100(2.1), (2.2)]: IT-302R3: 
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Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987; IT-464R: CCA — Leasehold interests. 


Advance Tax Rulings: ATR-11: “50% rule” on non-arm’s length 
transactions. : 


(2.21) Where a taxpayer is deemed by a provision of 

the Act to have disposed of and acquired or reac- 

quired a property, 
(a) for the purposes of paragraph (2.2)(e) and 
subsections (19), 1101(1ad) and 1102(14) and 
(14.1), the acquisition or reacquisition shall be 
deemed to have been from a person with whom 
the taxpayer was not dealing at arm’s length at 
the time of the acquisition or reacquisition; and 


(b) for the purposes of paragraphs (2.2)(f) and 
(g), the taxpayer shall be deemed to be the person 
from whom the taxpayer acquired or reacquired 
the property. 


(2.3) Where a taxpayer has disposed of a property 
and, by virtue of paragraph (2.2)(h), no amount is re- 
quired to be included under paragraph (2)(a) in re- 
spect of the property by the person that acquired the 
property, no amount shall be included by the tax- 
payer under paragraph (2)(b) in respect of the dispo- 
sition of the property. 

Advance Tax Rulings: ATR-11: “50% rule” on non-arm’s length 
transactions. 


(2.4) For the purposes of subsection (2), where a tax- 
payer has disposed of property described in Class 10 
of Schedule II that would qualify as property de- 
scribed in paragraph (e) of Class 16 of Schedule IT if 
the property had been acquired by the taxpayer after 
November 12, 1981, the proceeds of disposition of 
the property shall be deemed to be proceeds of dis- 
position of property described in Class 16 of Sched- 
ule II and not of property described in Class 10 of 
Schedule II. 

History: Subpara. 1100(2.2)(j)(iv) added by P.C. 1995-775, subsec. 
1(2), May 16, 1995, Canada Gazette, Part II, May 31, 1995, appli- 
cable to property acquired after 1989. 

Para. 1100(2.2)(j) substituted by P.C. 1994-139, subsec. 2(11), Jan- 


uary 27, 1994, Canada Gazette, Part Il, February 9, 1994, applica- 
ble to property acquired after 1987. 


Para. 1100(2.2)(a) substituted for (a) to (d) by P.C. 1989-2464, sub- 
sec. 1(7), December 14, 1989, Canada Gazette, Part II, January 3, 
1990, applicable in respect of property acquired by a taxpayer after 
June 17, 1987 other than property acquired after that date and 
before 1990 pursuant to an agreement in writing entered into by the 
taxpayer before June 18, 1987. 


Subsec. 1100(2.21) added by subsec. 1(8) of the said P.C. 1989- 
2464, applicable in respect of property acquired after November 12, 
1981. 

Para. 1100(2.2)(a) substituted by P.C. 1988-1473, subsec. 1(1), July 
21, 1988, Canada Gazette, Part Il, August 3, 1988, applicable to 
taxation years commencing after 1984. 

All that portion of para. 1100(2)(a) following subpara. (ii) substi- 
tuted by P.C. 1984-3995, December 13, 1984, s. 1, Canada Gazette, 
Part II, January 9, 1985, applicable in respect of property acquired 
after 1983. 


Subsec. 1100(2.3) substituted by: P.C. 1983-1413, s. 1, May 12, 


Reg. 1100(4) 


1983, Canada Gazette, Part Il, May 25, 1983, applicable in respect 
of property disposed of after November 12, 1981. 


Subsecs. 1100(2), (2.1), (2.2), (2.3) and (2.4) added by P.C. 1983- 
1083, subsec. 1(6), April 14, 1983, Canada Gazette, Part Il, April 
27, 1983, applicable in respect of property (other than property de- 
scribed in Class 31 of Schedule II or paragraph (n) of Class 12 of 
that schedule) acquired or disposed of after November 12, 1981, 
property described in the said Class 31 acquired or disposed of after 
1981 and property described in paragraph (n) of the said Class 12 
acquired or disposed of after 1982. 


Subsec. 1100(2) and heading “Terminal losses”, subsecs. (2a), (2b) 
revoked by P.C. 1978-1315, s. 4, April 20, 1978, Canada Gazette, 
Part II, May 10, 1978, applicable to taxation years commencing on 
and after May 26, 1976 and ending on and after April 1, 1977. 


(2.5) Where in a particular taxation year a taxpayer 
disposes of a property included in Class 10.1 in 
Schedule II that was owned by the taxpayer at the 
end of the immediately preceding taxation year, 


(a) the deduction allowed under subsection (1) in 
respect of the property in computing the tax- 
payer’s income for the year shall be determined 
as if the property had not been disposed of in the 
particular year and the number of days in the par- 
ticular year were one-half of the number of days 
in the particular year otherwise determined; and 


(b) no amount shall be deducted under subsection 
(1) in respect of the property in computing the 
taxpayer’s income for any subsequent taxation 
year. 
History: Subsec. 1100(2.5) added by P.C. 1994-103, s. 1, January 
20, 1994, Canada Gazette, Part II, February 9, 1994, applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
and ending after 1987. 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


(3) Taxation years less than 12 months — 
Where a taxation year is less than 12 months, the 
amount allowed as a deduction under this section, 
other than under paragraphs (1)(c), (e), (, (g), Q), 


~ (w), (x), (y) and (ya), shall not exceed that propor- 


tion of the maximum amount otherwise allowable 
that the number of days in the taxation year is of 
365. 


Related Provisions: Reg. 1100(1.1) — Specified leasing prop- 
erty; Reg. 1104(1) — “taxation year”. 

History: Subsec. 1100(3) substituted by P.C. 1994-139, subsec. 
2(12), January 27, 1994, Canada Gazette, Part II, February 9, 1994, 
applicable to 1986. et seq. 


Subsec. 1100(3) substituted by P.C. 1983-1083, subsec. 1(7), April 
14, 1983, Canada Gazette, Part II, April 27, 1983, applicable in re- 
spect of taxation years commencing after 1981. 


Subsec. 1100(3) substituted for subsecs. 1100(3), (3a), (3b) by P.C. 
1978-1315, s. 5, April 20, 1978, Canada Gazette, Part Il, May 10, 
1978. | 
Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
172R: CCA — Taxation year of individuals; IT-434R: Rental of 
real property by individual; IT-441: Certified feature productions 
and certified short productions. 


(4) [Reserved] 
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(5) [Revoked] 


History: Subsec. 1100(5) and heading revoked by P.C. 1978-1315, 
s. 6, April 20, 1978, Canada Gazette, Part II, May 10, 1978. 


(6) [Revoked] 


History: Subsec. 1100(6) revoked by P.C. 1991-2272, subsec. 1(3), 
November 21, 1991, Canada Gazette, Part Il, December 4, 1991, 
applicable to 1988 et seq. 


Subsec. 1100(6) and heading substituted by P.C. 1982-599, subsec. 
1(2), February 25, 1982, Canada Gazette, Part II, March 10, 1982, 
applicable to 1980 et seq. 


(7) [Reserved] 


(8) Railway sidings — Where a taxpayer, other 
than an operator of a railway system, has made a 
capital expenditure pursuant to a contract or arrange- 
ment with an operator of a railway system under 
which a railway siding that does not become the tax- 
payer's property is constructed to provide service to 
the taxpayer’s place of business or to a property ac- 
quired by the taxpayer for the purpose of gaining or 
producing income, there is hereby allowed to the 
taxpayer, in computing income for the taxation year 
from the business or property, as the case may be, a 
deduction equal to such amount as he may claim not 
exceeding four per cent of the amount remaining, if 
any, after deducting from the capital expenditure the 
aggregate of all amounts previously allowed as de- 
ductions in respect of the expenditure. 


(9) Patents — Where a part or all of the cost of a 
patent is determined by reference to the use of the 
patent, in lieu of the deduction allowed under para- 
graph (1)(c), a taxpayer, in computing his income for 
a taxation year from a business or property, as the 
case may be, may deduct such amount as he may 
claim in respect of property of Class 14 in Schedule 
Il not exceeding the lesser of 


(a) the aggregate of 


(i) that part of the capital cost determined by 
reference to the use of the patent in the year, 
and 


(ii) the amount that would be computed under 
subparagraph (1)(c)(i) if the capital cost of the 
patent did not include the amounts determined 
by reference to the use of the patent in that 
year and previous years; and 


(b) the undepreciated capital cost to him as of the 
end of the taxation year (before making any de- 
duction under this subsection for the taxation 
year) of property of the class. 


Interpretation Bulletins: IT-477: CCA — Patents, franchises, 
concessions and licences. 


(9.1) Where a part or all of the capital cost to a tax- 
payer of property that is a patent, or a right to use 
patented information, is determined by reference to 
the use of the property and that property is included 
in Class 44 in Schedule II, in lieu of the deduction 
allowed under paragraph (1)(a), there may be de- 
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ducted in computing the taxpayer’s income for a tax- 
ation year from a business or property such amount 
as the taxpayer may claim in respect of property of 
the class not exceeding the lesser of 


(a) the total of 


(i) that part of the capital cost that is deter- 
mined by reference to the use of the property 
in the year, and 


(ii) the amount that would be deductible for 
the year by reason of paragraph (1)(a) in re- 
spect of property of the class if the capital cost 
of the property of the class did not include the 
amounts determined under subparagraph (i) 
for the year and preceding taxation years; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under this subsection for the taxa- 
tion year) of property of the class. 


Related Provisions: Reg. 1100(1)(a)(xxx) — Alternative 25% 
write-off for patents. 


History: Subsec. 1100(9.1) added by P.C. 1994-231, subsec. 1(2), 
February 10, 1994, Canada Gazette, Part Il, February 23, 1994, ap- 
plicable to property acquired after April 26, 1993. 


(10) [Reserved] 


(11) Rental properties — Notwithstanding sub- 
section (1), in no case shall the aggregate of deduc- 
tions, each of which is a deduction in respect of 
property of a prescribed class owned by a taxpayer 
that includes rental property owned by him, other- 
wise allowed to the taxpayer by virtue of subsection 
(1) in computing his income for a taxation year, ex- 
ceed the amount, if any, by which 


(a) the aggregate of amounts each of which is 


(i) his income for the year from renting or 
leasing a rental property owned by him, com- 
puted without regard to paragraph 20(1)(a) of 
the Act, or 


(ii) the income of a partnership for the year 
from renting or leasing a rental property of the 
partnership, to the extent of the taxpayer’s 
share of such income, 


exceeds 
(b) the aggregate of amounts each of which is 


(i) his loss for the year from renting or leasing 
a rental property owned by him, computed 
without regard to paragraph 20(1)(a) of the 
Act, or 


(ii) the loss of a partnership for the year from 
renting or leasing a rental property of the part- 
nership, to the extent of the taxpayer’s share 
of such loss. 
Related Provisions: ITA 127.52(3)“rental or leasing prop- 
erty’ — Minimum tax; Reg. 1100(12) —Exceptions; Reg. 
1100(14) — Meaning of “rental property”. 
Selected Cases [Reg. 1100(11)]: Roopchan vy. Canada, {1995} 
2.C.T.C. 2423 (TCC) (Reasonable expectation of profit to be deter- 
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mined. without reference to CCA for rental: purposes). 


Interpretation Bulletins: IT-195R4: Rental property —CCA re- 
strictions; IT-274R: Rental properties — Capital cost of $50,000 or 
more; IT-367R3: Capital cost allowance — multiple-unit residential 
buildings; IT-434R: Rental of real property by. individual. 


Forms: 1776: Statement of real estate rentals. 


(12) Subject to subsection (13), subsection (11) does 
not apply in respect of.a taxation year of,a aolaxpayet 
that was, throughout the year,.. 


(a) a life insurance corporation, ora berporation 
whose principal business was the leasing, rental, 
development or sale, or any combination thereof, 
of real property owned by it; or 
(b) a partnership each member of which was’a 
_corporation described in. paragraph (a)... 
History: All that portion of subsec..1100(12) preceding para. (a) 


substituted by P.C. 1982-599, subsec. 1(3), February 25, 1982, Can- 
ada Gazette, Part II, March 10, 1982. 


Interpretation Bulletins: IT-371: Meaning of “principal busi- 
ness”; IT-195R4: Rental property — CCA restrictions. * 


(13) For the purposes of subsection (11), where a_ 


taxpayer or partnership has a leasehold interest in a 
property that is property of Class 1, 3 or 6 in Sched- 
ule II by virtue of subsection 1102(5) and the prop- 
erty is leased by the taxpayer or partnership to a per- 
son who owns the land, an interest therein or an 
option in respect thereof, on which the property is 
situated, this section shall be read without reference 
to. subsection (12) with respect to that property. 


Related Provisions: Reg. 1101(5h) — Separate classes. 


History: Subsec. 1100(13) substituted by P.C. 1989-2464, subsec. 
1(9), December 14, 1989, Canada Gazette, Part II, January 3, 1990, 
applicable to 1988 et seq. 


Subsec. 1100(13) added by P.C. 1982-599, subsec. 1(4), February © 


25, 1982, Canada Gazette, Part Il, March 10, 1982, applicable in 
respect of lease-leaseback agreements entered into after March 10, 
1982. 


Interpretation Bulletins: IT-195R4: Rental property — CCA 
restrictions. 


(14) In this section and section 1101, “rental prop- 
erty” of a taxpayer or .a partnership means 
(a) a building-owned by the taxpayer or the part- 
nership, whether owned jointly with another per- 
son or otherwise, or 


(b)..a leasehold. interest: in real siieosn if the 


leasehold. interest is property of Class 1,:3, 6 or 
13 in Schedule II and.is’owned by the taxpayer or 
the partnership, 


if, in the taxation year in respect of which, the, ex- 
pression is being applied, the property was used by 
the taxpayer or the partnership principally for the 
purpose of gaining or producing gross revenue thatiis 
rent, but, for greater certainty, does not, include..a 
property leased by the taxpayer or the partnership to 
a lessee, in the ordinary course of the taxpayer’s or 
partnership’s business of selling goods or rendering 
services, under an agreement by which the lessee un- 
dertakes to use the property to carry on the business 


Reg: 1100(14.2) 


of selling, or promoting the sale of, the taxpayer’ S or 
partnership’s goods or services. 

Related Provisions: ITA 127.52(3)“rental or leasing prop- 
erty” — Minimum tax; Reg. 1100(14.1) — Interpretation; Reg. 
1101(1ac), (lae) — Separate classes; Reg. 2411(4)B(e) — Insurers. 
History: Para. 1100(14)(a) substituted by P.C. 1989-2464, subsec. 


1(10), December 14, 1989, Canada Gazette, Part II, January 3, 
1990, applicable to 1994 et seq. 


Para. 1100(14)(b) substituted by subsec; 1(11) of thes said~P.C. 
1989-2464, applicable to 1988 et seq. 


Interpretation Bulletins: IT-195R4: Rental property — CCA re- 
strictions; IT-274R: Rental properties — Capital cost of $50,000 or 
more; IT-367R3: Capital cost allowance — multiple-unit residential 
buildings. 


(14.1) For the purposes of subsection (14), gross rev- 
enue derived in a taxation year from 


(a) the right of a person or partnership, other than 
the owner of a property, to use, or occupy. the 
property or a part thereof, and. 


(b) services offered to a person or partnership that 
are ancillary to the use or occupation by the per- 
son or partnership of the property or the part 
thereof 


shall be considered to iw rent derived in that year 
from the property. 


Related Provisions: Reg. 1100(14.2) — Exception. 


Interpretation Bulletins: IT-195R4: Rental i igeeadl oy utes 
restrictions.” 


(14.2) Subsection (14.1) does not apply in any par- 
ticular taxation year to property owned by 


(a) a corporation, where the property is used in a 
business carried on in the year by the corporation; 


(b) an individual, where the property is used in a 
business carried on in the year by the individual 
in which he is personally active on a continuous 
basis throughout that portion of the year during 
which the business is ordinarily carried on; or 
(c) a partnership, where the property is used in a 
business carried on in the year by the partnership 
if at least:?/3 of the income or loss, as the case 
may be, of the partnership for the year is included 
in the determination of the income of 


(i) members of the, partnership. who are indi- 
viduals that are personally active in the busi- 
ness of the partnership ona continuous basis 
throughout that portion of the year during 
which the business is ordinarily carried on, 
and 


_ (ii) members: of the Ratinersbe that are 
corporations. 


History: Subsecs: 1100(14.1),: (14.2) added. by P.C:’ 1986-2770, 
subsec.-1(1), December, 11, 1986, Canada Gazette, Part Il, Decem- 
ber 24, 1986, applicable. by subsec. 14(1) to 1986 et seq. in respect 
of property acquired by a taxpayer or a partnership, other than prop- 
erty acquired by the taxpayer or partnership that is 


‘(a) property acquired by the taxpayer or partnership before May 
2319853 
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(b) new and unused property, other than a building, acquired by 
the taxpayer or partnership before 1986; 


(c) property, other than a building, acquired by the taxpayer or 
partnership before 1986 pursuant to an agreement in writing to 
acquire the property entered into before May 23, 1985 by or on 
behalf of the taxpayer or partnership or as part of a lawful dis- 
tribution to the public in accordance with a prospectus, prelimi- 
nary prospectus or registration statement filed before May 24, 
1985 with a public authority in Canada pursuant to and in ac- 
cordance with the applicable securities legislation of Canada or 
of any province and, where required by law, accepted for filing 
by that public authority; 


(d) a building in existence on May 22, 1985, or an interest in 
that building, acquired by the taxpayer or partnership before 
1987 pursuant to an agreement in writing to acquire the prop- 
erty entered into before May 23, 1985 by or on behalf of the 
taxpayer or partnership or as part of a lawful distribution to the 
public in accordance with a prospectus, preliminary prospectus 
or registration statement filed before May 24, 1985 with a pub- 
lic authority in Canada pursuant to and in accordance with the 
applicable securities legislation of Canada or of any province 
and, where required by law, accepted for filing by that public 
authority; 


(e) a building, the construction, renovation or alteration of 
which was not completed, within the meaning of subsection 
18(3.3) of the Act, on May 22, 1985, or an interest in that build- 
ing, acquired by the taxpayer or partnership, pursuant to an 
agreement in writing to acquire the property entered into before 
May 23, 1985 by or on behalf of the taxpayer or partnership or 
as part of a lawful distribution to the public in accordance with 
a prospectus, preliminary prospectus or registration statement 
filed before May 24, 1985 with a public authority in Canada 
pursuant to and in accordance with the applicable securities leg- 
islation of Canada or of any province and, where required by 
law, accepted for filing by that public authority, if the construc- 
tion, renovation or alteration of the building, as the case may 
be, proceeds without undue delay after May 22; 
(f) acquired by the taxpayer or partnership before 1986 and that 
is a building in existence in Canada on May 23, 1985, or an 
interest in that building, where arrangements in writing for a 
sale or syndication of the building were substantially advanced 
on May 22, 1985; ; 
(g) a building in Canada the construction, renovation or altera- 
tion of which was not completed, within the meaning of subsec- 
tion 18(3.3) of the Act, on May 22, 1985, or an interest in that 
building, where arrangements made by or on behalf of the tax- 
payer or partnership for the construction, renovation or altera- 
tion thereof were substantially advanced on May 22, 1985, and 
where the construction, renovation or alteration thereof com- 
menced before 1986 and proceeds thereafter without undue de- 
lay; or 
(h) property that is ancillary to the use of a property described 
in any of paragraphs (a) to (g). 

Interpretation Bulletins: IT-195R4: Rental property —CCA 

restrictions. 


(15) Leasing properties — Notwithstanding sub- 
section (1), in no case shall the aggregate of deduc- 
tions, each of which is a deduction in respect of 
property of a prescribed class that is leasing property 
owned by a taxpayer, otherwise allowed to the tax- 
payer under subsection (1) in computing his income 
for a taxation year, exceed the amount, if any, by 
which 
(a) the aggregate of amounts each of which is 
(i) his income for the year from renting, leas- 


Income Tax Regulations, Part XI 


ing, or earning royalties from, a leasing prop- 
erty or a property that would be a leasing 
property but for subsection (18), (19) or (20) 
where such property is owned by him, com- 
puted without regard to paragraph 20(1)(a) of 
the Act, or 


(ii) the income of a partnership for the year 
from renting, leasing or earning royalties 
from, a leasing property or a property that 
would be a leasing property but for subsection 
(18), (19) or (20) where such property is 
owned by the partnership, to the extent of the 
taxpayer’s share of such income, 


exceeds 
(b) the aggregate of amounts each of which is 


(i) his loss for the year from renting, leasing 
or earning royalties from, a property referred 
to in subparagraph (a)(i), computed without 
regard to paragraph 20(1)(a) of the Act, or 


(ii) the loss of a partnership for the year from 

renting, leasing or earning royalties from, a 

property referred to in subparagraph (a)(1i), to 

the extent of the taxpayer’s share of such loss. 
Related Provisions: Reg. 1100(16) — Exception; Reg. 1100(17), 
(18) — Meaning of “leasing property”. 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
195R4: Rental property — CCA restrictions; IT-283R2: CCA — 
Video tapes, videotape cassettes, films, computer software and 
master recording media; IT-434R: Rental of real property by indi- 
vidual; IT-443: Leasing property — CCA restrictions. 


(16) Subsection (15) does not apply in respect of a 
taxation year of a taxpayer that was, throughout the 
year, 


(a) a corporation whose principal business was 


(i) renting or leasing of leasing property or 
property that would be leasing property but 
for subsection (18), (19) or (20), or 


(ii) renting or leasing of property referred to in 
subparagraph (i) combined with selling and 
servicing of property of the same general type 
and description, 


if the gross revenue of the corporation for the 
year from such principal business was not less 
than 90 per cent of the gross revenue of the cor- 
poration for the year from all sources; or 


(b) a partnership each member of which was a 
corporation described in paragraph (a). 
Related Provisions: Reg. 1100(1.14)— Election; Reg. 
1100(2)(a)(v) — Half-year rule inapplicable to specified leasing 
property. 
Interpretation Bulletins: IT-267R2: CCA — vessels. 


(17) Subject to subsection (18), in this section and 
section 1101, “leasing property” of a taxpayer or a 
partnership means depreciable property other than 


(a) rental property, or 
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(b) [Revoked] 


(c) property referred to in paragraph (w) of Class 
10 or in paragraph (n) of Class 12 in Schedule II, 


where such property is owned by the taxpayer or the | 


partnership, whether jointly with another person or 
otherwise, if, in the taxation year in respect of which 
the expression is being applied, the property was 
used by the taxpayer or the partnership principally 
for the purpose of gaining or producing gross reve- 
nue that is rent, royalty or leasing revenue, but for 
greater certainty, does not include a property leased 
by the taxpayer or the partnership to a lessee, in the 
ordinary course of the taxpayer’s or partnership’s 
business of selling goods or rendering services, 
under an agreement by which the lessee undertakes 
to use the property to carry on the business of sell- 
ing, or promoting the sale of, the taxpayer’ S or part- 
nership’s goods or services. 


Related Provisions: Reg. 1100(14) — Meaning of “rental prop- 
erty”; Reg. 1100(17.1), (17.2), (18), (19), (20) — Interpretation; 
Reg. 1101(5c) — Separate class; Reg..2411(4)B(e) — Insurers. 


History: Para. 1100(17)(b) revoked by P.C. 1989-2464, subsec. 
1(12), December 14, 1989, Canada Gazette, Part. II, January 3, 
1990, applicable to 1994 et seq. 


Para. 1100(17)(c) substituted by P.C. 1988-2795, subsec. 1(3), De- 


cember 22, 1988, Canada Gazette, Part II, January 18, 1989, appli- 
cable in respect of property acquired after 1987. 


Interpretation Bulletins: IT-195R4: Rental property — CCA re- 
strictions; IT-283R2: CCA — Videotapes, videotape cassettes, 
films, computer software and master recording media. 


(17.1) For the purposes of subsection (17), where, in - 


a taxation year, a taxpayer or a partnership has ac- 
quired a property 
(a) that was not used for any purpose in that year, 
and 


(b) the first use of the property by the taxpayer or 
the partnership was principally for the purpose of 
gaining or producing gross revenue that is rent, 
royalty or leasing revenue, 


the property shall be deemed to have been used in 
the taxation year in which it was acquired principally 
for the purpose of gaining or producing gross reve- 
nue that is rent, royalty or leasing revenue. 


History: Subsec. 1100(17.1) added by P.C. 1982-599, subsec. 1(5), 
February 25, 1982; Canada Gazette, Part I], March 10, 1982. 


(17.2) For the purposes of subsections (1.11) and 
(17), gross revenue derived in a taxation year from 


(a) the right of a person or partnership, other than 
the owner of a property, to use or occupy the 


Reg. 1100(18)(c) 


property or a part thereof, and 


(b) services offered to a person or partnership that 
are ancillary to the use or occupation by the per- 
son or partnership of the property or the part 
thereof 


shall be considered to be rent derived in the year 
from the property. 
Related Provisions: Reg. 1100(17.3) — Exception. 


(17.3) Subsection (17.2) does not apply in any par- 
ticular taxation year to property owned by 


(a) a corporation, where the property is used in a 
business carried on in the year by the corporation; 


(b) an individual, where the property is used in a 
business carried on in the year by the individual 
in which he is personally active on a continuous 
basis throughout that portion of the year during 
which the business is ordinarily carried on; 


(c) a partnership, where the property is used in a 
business carried on in the year by the partnership 
if at least 7/3 of the income or loss, as the case 
may be, of the partnership for the year is included 
in the determination of the income of 


(i) members of the partnership who are indi- 
viduals that are personally active in the busi- 
ness of the partnership on a continuous basis 
throughout that portion of the year during 
which the business is ordinarily carried on, 
and 


(ii) members of the partnership that are 
corporations. 
History: Subsec. 1100(17.2) amended by P.C. 1991-465, subsec. 
1(8), March 14, 1991, Canada Gazette, Part II], March 27, 1991, 
applicable in respect of leases entered into after 10:00 p.m. Eastern 
Daylight Saving Time, April 26, 1989, other than leases entered into 
pursuant to an agreement in writing entered into before that time 


| under which the lessee thereunder has the right to require the lease 


of the property (and for these purposes a lease in respect of which a 
material change has been agreed to by the parties thereto effective at 
any particular time that is after 10:00 p.m. Eastern Daylight Saving 
Time, April 26, 1989 shall be deemed to have been entered into at 
that particular time). 


Subsecs. 1100(17.2), (17.3) added by P.C. 1986-2770, subsec. 1(2), 
December 11, 1986, Canada Gazette, Part Il, December 24, 1986. 
For application provided by subsec. 14(1) of P.C. 1986-2770, see 
History to subsecs. 1100(14.1) and (14.2). 


(18) Leasing property of a taxpayer or a partnership 
referred to in subsection (17) does not include 


(a) property that the taxpayer or the partnership 
acquired before May 26, 1976 or was obligated to 
acquire under the terms of an agreement in writ- 
ing entered into before May. 26, 1976; 


(b) property the construction, manufacture or pro- 
duction of which was commenced by the tax- 
payer or the partnership before May 26, 1976 or 
was commenced under an agreement in writing 
entered into by the taxpayer or the. partnership 
before May 26, 1976; or 


(c) property that the taxpayer or the one ie 
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acquired on or before December 31, 1976 or was 
obligated to acquire under the terms of an agree- 
ment in writing entered into on or before Decem- 
ber 31, 1976, if 


(i) arrangements, evidenced by writing, re- 
specting the acquisition, construction, manu- 
facture or production of the property had been 
substantially advanced before May 26, 1976, 
and 


(ii) the taxpayer or the partnership had before 
May 26, 1976 demonstrated a bona fide inten- 
tion to acquire the property for the purpose of 
gaining or producing gross revenue that is 
rent, royalty or leasing revenue. 


(19) Notwithstanding subsection (17), a property ac- 

quired by a taxpayer 
(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
251(5)(b) of the Act) at the time the property was 
acquired, 


that would otherwise be leasing property of the tax- 
payer, shall be deemed not to be leasing property of 
the taxpayer if immediately before it was so acquired 
by the taxpayer, it was, by virtue of subsection (18) 
or (20) or this subsection, not a leasing property of 
the person from whom the property was so acquired. 
Related Provisions: Reg. 1100(2.21)(a); Reg. 1100(17), (18) — 
Meaning of “leasing property”; Reg. 1102(20) — Non-arm’s length 
exception. 

History: Paras. 1100(19)(a), (b) substituted for (a) to (c) by P.C. 
1989-2464, subsec. 1(13), December 14, 1989, Canada Gazette, 
Part II, January 3, 1990, applicable in respect of property acquired 
by a taxpayer after June 17, 1987 other than property acquired after 
that date and before 1990 pursuant to an agreement in writing en- 
tered into by the taxpayer before June 18, 1987. 


Para. 1100(19)(a) substituted by P.C. 1988-1473, subsec. 1(2), July 
21, 1988, Canada Gazette, Part II, August 3, 1988, applicable to 
taxation years commencing after 1984. 


Para. 1100(19)(a.1) added by PC. 1984-3789, s. 5, November 29, 
1984, Canada Gazette, Part Il, December 12, 1984, applicable with 
respect to property acquired after November 12, 1981. 


All that portion of subsec. 1100(19) following para. (c) substituted 
by P.C. 1982-599, subsec. 1(6), February 25, 1982, Canada Ga- 
zette, Part II, March 10, 1982. 


Interpretation Bulletins: IT-443: Leasing property —CCA 
restrictions. 


(20) Notwithstanding subsection (17), a property ac- 
quired by a taxpayer or partnership that is a replace- 
ment property (within the meaning assigned by sub- 
section 13(4) of the Act), that would otherwise be a 
leasing property of the taxpayer or partnership, shall 
be deemed not to be a leasing property of the tax- 
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payer or partnership if the property replaced, referred 
to in paragraph 13(4)(a) or (b) of the Act, was, by 
reason of subsection (18) or (19) or this subsection, 
not a leasing property of the taxpayer or partnership 
immediately before it was disposed of by the tax- 
payer or partnership. 

Related Provisions: Reg. 1100(17), (18) — Meaning of “leasing 
property”. 


History: Subsec. 1100(20) substituted by P.C. 1994-139, subsec. 
2(13), January 27, 1994, Canada Gazette, Part Il, February 9, 1994, 
applicable to 1986 et seq. 


Subsec. 1100(20) substituted by P.C. 1981-1556, s. 1,. June 11, 
1981, Canada Gazette, Part II, June 24, 1981, applicable in respect 
of a property acquired to replace a property disposed of after March 
SIS 1977; 


(21) Certified films and video tapes — Not- 
withstanding subsection (1), where a taxpayer (in 
this subsection and subsection (22) referred to as the 
“nvestor’) has acquired property of Class 10 or 12 
in Schedule II that is a certified feature film or certi- 
fied production (in this subsection and subsection 
(22) referred to as the “film or tape’’), in no case 
shall the deduction in respect of property of that 
class otherwise allowed to the investor by virtue of 
subsection (1) in computing the investor’s income 
for a particular taxation year exceed the amount that 
it would be if the capital cost to the investor of the 
film or tape were reduced by the aggregate of 
amounts, each of which is 
(a) where the principal photography or taping of 
the film or tape is not completed before the end 
of the particular taxation year, the amount, if any, 
by which 
(i) the capital cost to the investor of the film 
or tape as of the end of the year 
exceeds the aggregate of 
(ii) where the principal photography or taping 
of the film or tape is completed within 60 
days after the end of the year, the amount that 
may reasonably be considered to be the inves- 
tor’s proportionate share of the production 
costs incurred in respect of the film or tape 
before the end of the year, 
(ii1) where the principal photography or taping 
of the film or tape is not completed within 60 
days after the end of the year, the amount that 
may reasonably be considered to be the inves- 
tor’s proportionate share of the lesser of 


(A) the production costs incurred in re- 
spect of the film or tape before the end of 
the year, and 


(B) the proportion of the production costs 
incurred to the date the principal photogra- 
phy or taping is completed that the_per- 
centage of the principal photography or 
taping completed as of the end of the year, 
as certified by the Minister of Communica- 
tions, is of 100 per cent, and 
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(iv) the aggregate of amounts determined 
under paragraphs (b), (c) and (d) in respect of 
the film or tape as of the end of the year; 


(b) where, at any time before the later of 


(i) the date the principal photography or tap- 
ing of the film or tape is completed, and 


(ii) the date the investor acquired the film or 
tape, | 


-a revenue guarantee (other than a revenue guar- 
antee that is certified by the Minister of Commu- 
nications to be a guarantee under which the per- 
son who agrees to provide the revenue is a 
licensed broadcaster or bona fide film or tape dis- 
tributor) is entered into in respect of the film or 
tape whereby it may reasonably be considered 
certain, having regard to all the circumstances, 
that the investor will receive revenue under the 
terms of the revenue guarantee, the amount, if 
any, that may reasonably be considered to be the 
portion of the revenue that has not been included 


in the investor’s income in the particular taxation 


year or a previous taxation year; 


(c) where, at any time, a revenue guarantee, other 
than 


(i) a revenue guarantee in respect of which 
paragraph (b) applies, or 


(ii) a revenue guarantee under which the per- 
son (in this subsection referred to as. the 
“suarantor’) who agrees to provide the reve- 
nue under the terms of the guarantee is a per- 
son who does not deal at arm’s length with e1- 
ther the investor or the person from whom the 
investor acquired the film or tape (in this sub- 
section referred to as the “vendor’’) and in re- 
spect of which the Minister of Communica- 
tions certifies that 


(A) the guarantor is a licensed broadcaster 
or bona fide film or tape distributor, and 


(B) the cost of the film or tape does not 
include any amount for or in respect of the 
guarantee, 


is entered into in respect of the film or tape, the 
amount, if any, that may reasonably be consid- 
ered to be the portion of the revenue that is to be 
received by the investor under the terms of the 
revenue guarantee that has not been included in 
the investor’s income in the particular taxation 
year or a preceding taxation year, if 


(iii) the guarantor and the investor are not 
dealing at arm’s length, 


(iv) the vendor and the guarantor are not deal- 
ing at arm’s length, or 


(v) the vendor or a person not dealing at arm’s 
length with the vendor undertakes in any way, 
directly or indirectly, to fulfil all or any part of 
the guarantor’s obligations under the terms of 
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the revenue guarantee; and 


(d) where, at any time, a revenue guarantee, other 
than a revenue guarantee in respect of which par- 
agraph (b) or (c) applies, is entered into in respect 
of the film or tape, the amount, if any, that may 
reasonably be considered to be the portion of the 
revenue that is to be received by the investor 


under the terms of the revenue guarantee that 


(i) is not due to the investor until a time that is 
more than four years after the first day on 
which the guarantor has the right to the use of 
the film or tape, and 


(ii) has not been included in the investor’s in- 


come in the particular taxation year or a previ- 
ous taxation year. 


Reg. 1100(21) Income Tax Regulations, Part XI 


Related Provisions: ITA 125.4(4)— No Canadian film/video 
production credit to corporation if investor can claim deduction; 
Reg. 225(1) — Information return; Reg. 1100(21.1) — Depreciable 
cost reduced by outstanding debt obligation; Reg. 1100(23); Reg. 
1104(2) — “certified feature film”, “certified production”; Reg. 
1104(10) — Interpretation. 


History: That portion of subsec. 1100(21) preceding para. (a), and 
para. (c), substituted by P.C, 1988-2795, subsecs. 1(4) and (5), De- 
cember 22, 1988, Canada Gazette, Part II, January 18, 1989, appli- 
cable in respect of property acquired after 1987. 


That portion of subsec. 1100(21) preceding para. (a) substituted by 
P.C. 1986-477, subsec. 1(1), February 27, 1986; Canada Gazette, 
Part II, March 19, 1986, applicable in respect of a motion picture 
film or video. tape, the principal photography or pine of which 
commenced after 1985. 


Para. 1100(21)(b), substituted by P.C. 1986- 471, subsec. 1(2), Feb- 
ruary, 27, 1986, Canada Gazette, Part II, March 19, 1986, applicable 
in respect of a motion picture film or video tape, the principal pho- 
tography or taping of which commenced after 1984. 


Cl. 1100(21)(a)(ii)(B) substituted by P.C. 1980-3374, s. 1, Decem- 
ber 11, 1980, Canada Gazette, Part Il, December 24, 1980. 


Subsec. -1100(21) added by P.C. 1978-3731, December 14, 1978, 
Canada. Gazette, Part Il, December 27, 1978, applicable in respect 
of property acquired after 1978. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament:shall; un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. . 


Forms: T1-CP Summ: Return in respect of certified productions. 
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(22) Notwithstanding subsection Oy: where an inves- 
tor has acquired a film or tape after his 1977 taxation 
year and before 1979 and the principal photography 
or taping in respect of the film or tape is completed 
after a particular taxation year and not later than 
March 1, 1979, in no case shall the deduction in re- 
spect of property of Class 12 in Schedule II other- 
wise allowed to the investor by virtue of subsection 
(1) in computing his income for the particular taxa- 
tion year exceed the amount, otherwise determined, 
if the capital cost to the investor of the film or tape 
were reduced by the amount, if any, by which 


(a) the capital, cost to the investor of the film or 
tape as of the end.of the year 


exceeds 


(b) the amount that may reasonably be considered 
to be the investor’s proportionate share of the 
production costs incurred in respect of the film or 
tape to March 1, 1979. | 


Related Provisions: Reg. 1100(21)— Meaning, of “investor” 
and “film or tape”. 

History: Subsec. 1100(22) added by P.C. 1978- 37311, Ss, ls; Decem- 
ber 14, 1978, Canada Gazette, Part Il, December 27, 1978. 
Interpretation Bulletins: IT- 44g CCAS ue feature film 
productions and certified short productions. 


Forms: T1-CP Summ: Return in respect of certified eset 


(23) For the purposes of paragraph (21)(a);, 

(a). in respect of a film or tape acquired in 1987, 
other than a film or tape in respect of which para- 
graph (b) applies, the references in paragraph 
(21)(a) to “within 60. days after the end of the 
year” shall be read.as references to “before July, 
1988”; and 
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(b) in respect of a film or tape acquired in 1987 
or 1988 that is included in paragraph (n) of Class 
12 in Schedule II and that is part of a series of 
films or tapes that includes another property in- 
cluded in that paragraph, the references in para- 
graph (21)(a) to “within 60 days after the end of 
the year” shall be read as references to “before 
1989”. 

History: Subsec. 1100(23) added by P.C. 1988-2795, subsec. 1(6), 

December 22, 1988, Canada Gazette, Part II, January 18, 1989, ap- 

plicable after 1986. 


(24) Notwithstanding subsection (1), in no case shall 
the aggregate of deductions, each of which is a de- 
duction in respect of property of Class 34 in Sched- 
ule II that is specified energy property owned by a 
taxpayer, otherwise allowed to the taxpayer by rea- 
son of subsection (1) in computing the taxpayer’s in- 
come for a taxation year, exceed the amount, if any, 
by which 
(a) the aggregate of amounts each of which is 
(i) the aggregate of 


(A) the taxpayer’s designated Class 34 in- 
come for the year, and 


(B) the taxpayer’s income for the year 
from specified energy property or from the 
business of selling the product of such 
property, computed without regard to para- 
graph 20(1)(a) of the Act, or 


(ii) the aggregate of 


(A) the designated Class 34 income of a 
partnership for the year, to the extent of 
the taxpayer’s share of such income, and 


(B) the income of a partnership for the 
year from specified energy property or 
from the business of selling the product of 
such property of the partnership, to the ex- 
tent of the taxpayer’s share of such 
income, 


exceeds 
(b) the aggregate of amounts each of which is 


(1) the taxpayer’s loss for the year from speci- 
fied energy property or from the business of 
selling the product of such property, com- 
puted without regard to paragraph 20(1)(a) of 
the Act, or 


(ii) the loss of a partnership for the year from 
specified energy property or from the business 
of selling the product of such property of the 
partnership, to the extent of the taxpayer’s 
share of such loss 


and, for the purpose of this subsection, “designated 
Class 34 income” means the amount that would be 
the income of the taxpayer or partnership, as the case 
may be, from property described in Class 34 (other 
than specified energy property) or from the business 
of selling the product of such property, if that in- 
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come were calculated after deducting the maximum 
amount allowable in respect thereof for the year 
under paragraph 20(1)(a) of the Act. 
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ergy property”; Reg. 1100(26) — Exception. 


(25) Subject to subsections (27) to (29), in this sec- 
tion and section 1101, “specified energy property” of 
a taxpayer or partnership (in this subsection referred 
to as “the owner’) for a taxation year means property 
of Class 34 in Schedule II that was acquired by the 
owner after February 9, 1988 other than a particular 


property 


(a) acquired to be used by the owner primarily for 
the purpose of gaining or producing income from 
a business carried on in Canada (other than the 
business of selling the product of the particular 
property) or from another property situated in 


where the owner was 


(iii) a corporation whose principal business 
was, throughout the year, 


(A) the renting or leasing of leasing prop- 
erty or property that would be leasing 
property but for subsection (18), (19) or 
(20), eH 

(B) the renting or leasing of property re- 
ferred to in clause (A) combined with the 
selling and servicing of property of the 
same general type and description, or 


(C) the manufacturing of property de- 
scribed in Class 34 in Schedule II that it 
sells or leases, 


and the gross revenue of the corporation for 
the year from that principal business was not 
less than 90 per cent of the gross revenue of 
the corporation for the year from all sources, 
or 


(iv) a partnership each member of which was 
a corporation described in subparagraph (iii) 
or paragraph (26)(a). 


Related Provisions: Reg. 1101(5m) — Separate class. 


(26) Subsection (24) does not apply to a taxation 
year of a taxpayer that was, throughout the year, 


(a) a corporation whose. principal business was 
the sale, distribution or production of electricity, 
natural gas, oil, steam, heat or any other form of 
energy or potential energy; or 


(b) a partnership each member of which was a 
corporation described in paragraph (a). 


Canada, or (27) Specified energy property of a person or part- 
(b) leased in the year, in the ordinary course of | nership does not include property acquired by the 
carrying on a business of the owner in Canada, to | person or partnership after February 9, 1988 and 


(i) a person who can reasonably be expected 
to use the property primarily for the purpose 
of gaining or producing income from a busi- 
ness carried on in Canada (other than the busi- 
ness of selling the product of the particular 
property) or from another property situated in 
Canada, or 


(ii) a corporation or partnership described in 
subsection (26), 
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before 1990 


(a) pursuant to an obligation in writing entered 
into by the person or partnership before February 
10, 1988; | 


(b) pursuant to the terms of a prospectus, prelimi- 
nary prospectus, registration statement or offering 
memorandum filed before February 10, 1988 
with a public authority in Canada pursuant to and 
in accordance with the securities legislation of 


Reg. 1100(27)(b) 


any province; 


(c) pursuant to the terms of an offering memoran- 
dum distributed as part of an offering of securi- 
ties where 


(i) the offering memorandum contained a 
complete or substantially complete description 
of the securities contemplated in the offering 
as well as the terms and conditions of the of- 
fering of the securities, 


(ii) the offering memorandum was distributed 
before February 10, 1988, 


(111) solicitations in respect of the sale of the 
securities contemplated by the offering mem- 
orandum were made before February 10, 
1988, and, 


(iv) the sale of the securities was substantially 
in accordance with the offering memorandum; 
or 


(d) as part of a project where, before February 10, 
1988, 


(i) some of the machinery or equipment to be 
used in the project had been acquired, or 
agreements in writing for the acquisition of 
that machinery or equipment had been entered 
into, by or on behalf of the person or partner- 
ship, and 


(ii) an approval had been received by or on 
behalf of the person or partnership from a 
government environmental authority in re- 
spect of the location of the project. 
Related Provisions: Reg. 1100(17) — Meaning of “leasing 
property”. 
(28) A property acquired by a taxpayer 
(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 


the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
251(5)(b) of the Act) at the time the property was 
acquired 


that would otherwise be specified energy property of 
the taxpayer shall be deemed not to be specified en- 
ergy property of the taxpayer if, immediately before 
it was so acquired by the taxpayer, it was not, by vir- 
tue of subsection (27), this subsection or subsection 
(29), specified energy property of the person from 
whom the property was so acquired. 


(29) A property acquired by a taxpayer or partner- 
ship that is a replacement property (within the mean- 
ing assigned by subsection 13(4) of the Act), that 
would otherwise be specified energy property of the 
taxpayer or partnership, shall be deemed not to be 
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specified energy property of the taxpayer or partner- 
ship if the property replaced, referred to in paragraph 
13(4)(a) or (b) of the Act, was, by virtue of subsec- 
tion (27), (28) or this subsection, not specified en- 
ergy property of the taxpayer or partnership immedi- 
ately before it was disposed of by the taxpayer or 
partnership. 

History: Subsecs. 1100(24) to (29) added by P.C. 1990-753, April 
26, 1990, Canada Gazette, Part II, May 9, 1990, applicable in re- 
spect of taxation years ending after February 9, 1988. 


Selected Cases [Reg. 1100]: Brydges v. Canada, [1996] 1 
C.T.C. 2851 (TCC) (Certification cannot be subsequently revoked). 


Interpretation Bulletins [Reg. 1100]: IT-474R: Amalgamations 
of Canadian corporations. 


1100A. Exempt mining income — (1) [Revoked] 


(2) Any election under subparagraph 13(21)(f)(vi) 
[13(21)“undepreciated capital cost’”H] of the Act in 
respect of property of a prescribed class acquired by 
a corporation for the purpose of gaining or producing 
income from a mine shall be made by filing with the 
Minister, not later than the day on or before which 
the corporation is required to file a return of income 
pursuant to section 150 of the Act for its taxation 
year in which the exempt period in respect of the 
mine ended, one of the following documents in du- 
plicate: 


(a) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made in respect of 
that class; and 


(b) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election in respect of that 
class by the person or persons legally entitled to 
administer the affairs of the corporation. 


Related Provisions: Reg. 1100(1)(w), (x). 


History: Subsec. 1100A(1) revoked by P.C. 1988-390, s. 6, March 
3, 1988, Canada Gazette, Part I, March 16, 1988, effective October 
29, 1985. 


Subsec. 1100A(1) substituted by P.C. 1979-1487, s. 1, May 17, 
1979, Canada Gazette, Part Il, June 13, 1979. 


Subsec. 1100A(1) and that portion of subsec. 1100A(2) preceding 
para. (a) substituted by P.C. 1978-1315, subsecs. 7(1), (2), April 20, 
1978, Canada Gazette, Part II, May 10, 1978, effective on and after 
May 26, 1978. 


Interpretation Bulletins: IT-478R: CCA — Recapture and termi- 
nal loss. 


Division I|— Separate Classes 


1101. (1) Businesses and properties — Where 
more than one property of a taxpayer is described in 
the same class in Schedule II and where 


(a) one of the properties was acquired for the pur- 
pose of gaining or producing income from a busi- 
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ness, and 


(b) one of the properties was acquired for the pur- 
pose of gaining or producing income from an- 
other business or from the property, 


a separate class is hereby prescribed for the proper- 
ties that 


(c) were acquired for the purpose of gaining or 

producing income from each business, and 

(d) would otherwise be included in the class. 
Related Provisions: Reg. 1101(1a) — Insurance businesses. 


History: Paras. 1101(1)(c), (d) renumbered by P.C. 1980-2081, s. 
1, July 31, 1980, Canada Gazette, Part II, August 13, 1980. 


Interpretation Bulletins: IT-206R: Separate businesses; IT- 
218R: Profit, capital gains and losses from the sale of real estate, 
including farmland and. inherited land and conversion of real estate 
from capital property to inventory and vice versa. 
(1a) For the purposes of subsection (1), 

(a) a life insurance business, and 


(b) an insurance business other than a life insur- 
ance business, 


shall each be regarded as a separate business. 
(lab) Where, at the end of 1971, more than one 
property of a taxpayer who was a member of a part- 


nership at that time is described in the same class in 
Schedule IIT and where 


(a) one of the properties can reasonably be re- 
garded to be the interest of the taxpayer in a de- 
preciable property that is partnership property of 
the partnership, and 


(b) one of the properties is property other than 
property referred to in paragraph (a), 


a separate class is hereby prescribed for all proper- 
ties each of which 


(c) is a property referred to in paragraph (a); and 
(d) would otherwise be included in the class. 


(lac) Subject to subsection (Sh), where more than 


one property of a taxpayer is described in the same | 


class in Schedule II, and one or more of the proper- 
ties is a rental property of the taxpayer the capital 
cost of which to the taxpayer was not less than 
$50,000, a separate class is hereby prescribed for 
each such rental property of the taxpayer that would 
otherwise be included in the same class, other than a 
rental property that was acquired by the taxpayer 
before 1972 or that is 


(a) a building or an interest therein, or 


(b) a leasehold interest acquired by the taxpayer 
by reason of the fact that the taxpayer erected a 
building on leased land, 


erection of which building was commenced by the 
taxpayer before 1972 or pursuant to an agreement in 
writing entered into by the taxpayer before 1972. 


Related Provisions: Reg. 1100(14) — Meaning of “rental prop- 


Reg. 1101(lae) 


erty”; Reg. 1101(1ad) — Exceptions. 


History: All that portion of subsec. 1101(1ac) preceding para. (a) 
substituted by P.C. 1982-599, subsec. 2(1), February 25, 1982, Can- 
ada Gazette, Part If, March 10, 1982. 


Interpretation Bulletins: IT-274R: Rental property — Capital 
cost of $50,000 or more; IT-304R: CCA — Condominiums. 


(lad) Notwithstanding subsection (lac), a rental 

property acquired by a taxpayer 
(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or - 


(b) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
251(5)(b) of the Act) at the time the property was 
acquired, 
that would otherwise be rental property of the tax- 
payer of a separate class prescribed under subsection 
(lac), shall be deemed not to be property of a sepa- 
rate class prescribed under that subsection if, imme- 
diately before it was so acquired by the taxpayer, it 
was a rental property of the person from whom the 
property was so acquired of a prescribed class other 
than a separate class. prescribed under that 
subsection. 
Related Provisions: Reg. 1100(2.21)(a); Reg. 1100(14) — 
Meaning of “rental property”; Reg. 1102(20) — Non-arm’s length 
exception. é 
History: Paras. 1101(1ad)(a); (b) substituted for (a): to (c) by P.C. 
1989-2464, subsec. 2(1), December 14, 1989, Canada Gazette, Part 
Ul, January 3, 1990, applicable in respect of property acquired by a 
taxpayer after June 17, 1987 other:than property acquired after that 


date and before 1990 pursuant to an agreement in writing entered 
into by the taxpayer before June 18, 1987. 


Para. 1101(1ad)(a.1) added by P.C. 1984-3789, s. 6, November 29, 
1984, Canada Gazette, Part Il, December 12, 1984, applicable with 
respect to property acquired after November 12, 1981. 


Interpretation Bulletins: IT-274R: Rental properties — Capital 
cost of $50,000 or more. 


(lae) Except in the case of a corporation or partner- 
ship described in subsection 1100(12), where more 
than one property of a taxpayer is described in the 
same class in Schedule II and where 


(a) one of the properties is a rental property other 
than a property of a separate class prescribed 
under subsection (lac), and 
(b) one of the properties is a property other than 
rental property, 
a separate class is hereby prescribed for properties 
that 
(c) are described in paragraph (a); and 
(d) would otherwise be included in the class. 
Related Provisions: Reg. 1100(14) — Meaning of “rental 
property”. 
Interpretation Bulletins: IT-195R4: Rental property — CCA 


2079 


Reg. 1101(1lae) 


restrictions. 


(laf) A separate class is hereby prescribed for each 
property included in Class 10.1 in Schedule II. 

History: Subsec. 1101(laf) added by P.C. 1991-2272, s. 2, Novem- 
ber 21, 1991, Canada, Gazette, Part Il, December 4, 1991, applica- 


ble to taxation years and fiscal periods SOMEAGREIDE after June 17, 
1987 that end after 1987. 


Subsecs. 1101(1b), (1c) revoked by P.C.'1979-2483, September 13, 
1979, Canada Gazette, Part I, September 26, 1979, effective in re- 
spect of 1978 et seq. 


Interpretation Bulletins: [T-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


(2) Fishing vessels — Where a property of a tax- 
payer that would otherwise be included in Class 7 in 
Schedule II is a property in respect of which a depre- 
ciation allowance could have been taken under Order 
in Council 


(a) P.C. 2798 of April 10, 1942, 


(b) P.C. 7580 of August 26, 1942, as amended by 
P.C. 3297 of April 22, 1943, or 
(c) P.C. 3979 of June 1, 1944, 
if those Orders in Council were applicable to the tax- 
ation year, a separate class is hereby prescribed for 
each property, including the furniture, fittings and 
equipment attached thereto. 
Related Provisions: Reg. 1100(1)(). 


(2a) Canadian vessels — A separate class is 

hereby prescribed for each vessel of a taxpayer, in- 

cluding the furniture, fittings, radiocommunication 

equipment and other equipment attached thereto, that 
(a) was constructed in Canada; 


(b) is registered in Canada; and. 


(c) had not been used for any purpose whatever | 


before it was acquired by the taxpayer. 


Related Provisions: Reg. 1100(1)(v) — additional allowance; 
Reg. 4601(e)(ii1) — Investment. tax. credit — qualified transporta- 
tion equipment. 


History: Subsec. 1101(2a) substituted by P.C. 1994-139, subsecs. 
3(1) and (2), January 27, 1994, Canada Gazette, Part I, February 9, 
1994, applicable to property, acquired after July 13, 1990. 


interpretation Bulletins: IT-267R2: CCA — vessels. 


Advance Tax Rulings: ATR-52: Accelerated rate of CCA for 
vessels. * 


(2b) Offshore drilling vessels — A separate 
class is hereby prescribed for all vessels described in 
Class 7 in Schedule II, including the furniture, fit- 
tings, radiocommunication equipment and other 
equipment attached thereto, acquired by a taxpayer 


(a) after May 25, 1976 and designed principally 
for the purpose of 


(i) determining the existence, location, extent 
or quality of accumulations of petroleum or 
natural gas (other than mineral resources); or 


(ii) drilling oil or gas wells; or 
(b) after May 22, 1979 and designed principally 
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for the purpose of determining the existence, lo- 
cation, extent or quality of mineral resources. 


Related Provisions: Reg. 1100(1)(va). 


History: Subsec. 1101(2b) substituted by P.C. 1979-1487, s. 52, 
May 17, 1979, Canada Gazette, Part Il, June 13, 1979. 


Interpretation Bulletins: IT-267R2: CCA — Vessels; IT-317R: 
Radio and television equipment. 


(3) Timber limits and cutting rights — For the 
purposes of this Part and Schedules IV and VI, each 
property of a taxpayer that is 


(a) a timber limit other than a timber resource 
property, or 


(b) a right to cut timber het a limit other than a 
right that is a timber resource property, 


is hereby prescribed to be a separate class of 
property. 
Related Provisions: Reg. 1100(1)(e) — Capital cost allowance. 


Interpretation Bulletins: IT-469R: CCA — Earth-moving equip- 
ment; IT-481: Timber resource property and timber limits. 


(4) Industrial mineral mines — For the purposes 
of this Part and Schedule V, where a taxpayer has 


(a) more than one industrial mineral mine in re- 
spect of which he may claim an allowance under 
paragraph 1100(1)(g), 


(b) more than one right to remove industrial min- 
erals from an industrial mineral mine in respect 
of which he may claim an allowance under that 
paragraph, or 


(c) both such a mine and a right, 


each such industrial mineral mine and each such 
right to remove industrial minerals from an industrial 
mineral mine is hereby prescribed to be a separate 
class of property. 


Related Provisions: Reg. 
mineral mine”. 


1104(3) — Meaning of “industrial 


(4a) New or expanded mines properties — 
Where more than one property of a taxpayer is de- 
scribed in Class 28 in Schedule II and 


(a) one of the properties was acquired for the pur- 
pose of gaining or producing income from only 
one mine, and 


(b) one of the properties was acquired for the pur- 
pose of gaining or producing income from an- 
other mine, 


a separate class is hereby prescribed for the proper- 
ties that 


(c) were acquired for the purpose of gaining or 
producing income from each mine; 

(d) would otherwise be included in the class; and 
(e) are not included in a separate class by virtue 
of subsection (4b). 


Related Provisions: Reg. 1100(1)(w), 1104(5), 1104(7); Reg. 
1104(5), (6.1)—Income from a mine; Reg. 1104(7) — 
Interpretation. :; 
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(4b) Where more than one property of a taxpayer is 
described in Class 28 in Schedule II and 


(a) one of the properties was acquired for the pur- 
pose of gaining or producing 1 income from partic- 
‘ular mines, :and 


(b) one of the properties was acquired for pile pur- 
pose of gaining or producing income from only 
“one mine or more than one mine other than any 
of the particular mines; 


a separate class is hereby Pisegonge for the proper- 
ties that | 
(c) were acquired for the purpose of eee or 
producing income from the particular mines; and 


(d) would otherwise be included in the class.. 


Related Provisions: Reg..1100(1)(x), 1104(5), 1104(7);. Reg. 
1104(5), (6.1)—Income from a mine;}-Reg. 1104(7) — 
Interpretation. 


(4c) Where one or more properties of a taxpayer are 
described in paragraph (a) of Class 41 in Schedule II 
and 


(a) where all of the properties were acquired for 
the purposes of gaining or producing income 
from only one mine, or 


3 (b) where 


(i) one or more sf the properties were ac- 
quired for the purpose of gaining or producing 
income from a particular mine, and 


(ii) one or. more of.the properties. were ac- 
quired for the purpose of gaining or producing 
income from another mine, 


a separate class is hereby prescribed for the proper- 


Reg. 1101(5) 


| ties that 


_(c) were acquired. fy the purpose of gaining, or 
_ producing income from each mine, | 


(d) would otherwise be included in the class, and 
(e) are not included ina separate class by reason 
of subsection (4d). 


Related Provisions: Reg. 1100(1)(y), 1104(5), 1104(7); Reg. 
| 1104(5), (6.1)— Income from a mine; Reg. 1104(7) — 
| Interpretation. 


(4d) Where more than one property of a taxpayer is 
described in paragraph (a) of Class 41 in Schedule I 
and 


(a) one of the properties was acquired for the pur- 
pose of gaining or producing income from partic- 
ular mines, and 

(b) one of the properties was acquired for the pur- 
pose of gaining or producing income from only 
one mine or more than one mine other than any 
of the particular mines, 


a separate class is hereby prescribed for the proper- 
| ties. that 
(c). were acquired for the purpose. of gaining or 
producing income from the particular mines, and 
(d) would otherwise be included in the class: 
Related Provisions: Reg. 1100(1)(ya), 1104(5), 1104(7); Reg. 
1104(5), (6.1) —Income , from. a.,.mine; Reg. 1104(7) — 
Interpretation. 
History: Subsecs. 1101(4c), (4d) added by P.C. 1989-2464, subsec. 


2(2), December 14, 1989, Canada Gazette, Part II, January 3, 1990, 
applicable in respect of property acquired after 1987. 


(5) Lease option agreements — Where, by vir- 
tue of an agreement, contract or arrangement entered 
into on or after May 31, 1954, a taxpayer is deemed 
by section 18 of the Income Tax Act, as enacted by 
| the Statutes of Canada, 1958, Chapter 32, subsection 
8(1), to have acquired a property, a separate class is 
hereby prescribed for each such property and if the 
taxpayer subsequently actually acquires the property 
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it shall be included in the same class. 


(5a) Telecommunication spacecraft — For the 
purposes of this Part, each property of a taxpayer 
that is an unmanned telecommunication spacecraft 
described in paragraph (f.2) of Class 10 or in Class 
30 in Schedule II is hereby prescribed to be a sepa- 
rate class of property. 

History: Subsec..1101(5a) substituted by P.C. 1989-2464, subsec. 


2(3), December 14, 1989, Canada Gazette, Part II, January 3, 1990, 
applicable in respect of property acquired after 1987. 


(5b) Multiple-unit residential buildings — For 
the purposes of this Part, when any property of a tax- 
payer is a property of Class 31 or 32 in Schedule II 
and the capital cost of that property to the taxpayer 
was not less than $50,000, a separate class is hereby 
prescribed for each such property of the taxpayer 
that would otherwise be included in the same class. 
Interpretation Bulletins: [T-274R: Rental properties — Capital 
cost of $50,000 or more; IT-367R3: Capital cost allowance — mul- 
tiple-unit residential buildings. 


Forms: TX87: Application for a copy of a MURB certificate. 


(5c) Leasing properties — For the purposes of 
this Part, except in the case of a corporation or part- 
nership described in subsection 1100(16), where 
more than one property of a taxpayer is described in 
the same class in Schedule II and where 


(a) one of the properties is a leasing property, and 


(b) one of the properties is a property other than a 
leasing property, 
a separate class is hereby prescribed for properties 
that 


(c) are described in paragraph (a); and 

(d) would otherwise be included in the class. 
Related Provisions: Reg. 1100(17), (18) — Meaning of “leasing 
property”. 


Interpretation Bulletins: IT-443: Leasing property — CCA 
restrictions. 


(5d) Railway cars — Where more than one prop- 
erty of a taxpayer is a railway car included in Class 
35 in Schedule II that was rented, leased or used by 
the taxpayer in Canada in the taxation year, other 
than a railway car owned by a corporation, or a part- 
nership any member of which is a corporation, that 


(a) was at any time in that taxation year a com- 
mon carrier that owned or operated a railway, or 


(b) rented or leased the railway cars at any time 
in that taxation year, by one or more transactions 
between persons not dealing at arm’s length, to 
an associated corporation that was, at that time, a 
common carrier that owned or operated a railway, 


a separate class is prescribed 


(c) for all such properties acquired by the tax- 
payer before February 3, 1990 (other than such 
properties acquired for rent or lease to another 
person), 


Income Tax Regulations, Part XI 


(d) for all such properties acquired by the tax- 
payer after February 2, 1990 (other than such 
properties acquired for rent or lease to another 
person), 


(e) for all such properties acquired by the tax- 
payer before April 27, 1989 for rent or lease to 
another person, and 


(f) for all such properties acquired by the tax- 
payer after April 26, 1989 for rent or lease to an- 
other person. 


Related Provisions: Reg. 1100(1)(z), (z.1a). 


History: Subsec. 1101(5d) substituted by P.C. 1991-465, subsec. 
2(1), March 14, 1991, Canada Gazette, Part II, March 27, 1991, 
applicable after April 26, 1989 except that in respect of property of 
a taxpayer 


(a) acquired by the taxpayer after April 26, 1989 and before 
February 3, 1990, 


(b) acquired by the taxpayer after February 2, 1990 pursuant to 
an agreement in writing entered into by the taxpayer before 
February 3, 1990, or 


(c) under construction by or on behalf of the taxpayer before 
February 3, 1990, 


the subsec. shall be read without reference to para. (d) thereof and 
to the words “before February 3, 1990” in para. (c) thereof. 


(5d.1) [Railway property] — A separate class is 
hereby prescribed for all property included in Class 
35 in Schedule II acquired at a time after December 
6, 1991 by a taxpayer that was at that time a com- 
mon carrier that owned and operated a railway. 


Related Provisions: Reg.  1100(1)(z.1b) — Additional 


allowance. 


History: Subsec. 1101(Sd.1) added by P.C. 1994-139, subsec. 3(3), 
January 27, 1994, Canada Gazette, Part Il, February 9, 1994, appli- 
cable to property acquired after December 6, 1991. 


(Se) Railway track and related property — A 
separate class is hereby prescribed for all property 
included in Class 1 in Schedule II acquired by a tax- 
payer after March 31, 1977 and before 1988 that is 


(a) railway track and grading, including compo- 
nents such as rails, ballast, ties and other track 
material; 


(b) railway traffic control or signalling equip- 
ment, including switching, block signalling, inter- 
locking, crossing protection, detection, speed 
control or retarding equipment, but not including 
property that is principally electronic equipment 
or systems software therefor; or 


(c) a bridge, culvert, subway or tunnel that is an- 
cillary to railway track and grading. 


Related Provisions: Reg. 1100(1)(za), (za.1) — Additional 
allowance. 


(5e.1) [Railway property] — A separate class is 
hereby prescribed for all property included in Class 1 
in Schedule II acquired at a time after December 6, 
1991 by a taxpayer that was at that time a common 
carrier that owned and operated a railway, where the 
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property is 
(a) railway track and grading, including compo- 
nents such as rails, ballast, ties and other track 
material; 


(b) railway traffic control or signalling equip- 
ment, including switching, block signalling, inter- 
locking, crossing protection, detection, speed 
control or retarding equipment, but not including 
property that is principally electronic equipment 
or systems software therefor; or 
(c) a bridge, culvert, subway or tunnel that is an- 
cillary to railway track and grading. 
Related Provisions: Reg. 1100(1)(za.1) — Additional allowance. 
History: Subsec. 1101(Se.1) added by P.C.. 1994-139, subsec. 3(5), 


January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired after December 6, 1991. 


(5e.2) [Trestles] — A separate class is hereby pre- 
scribed for all trestles included in Class 3 in Sched- 
ule II acquired at a time after December 6, 1991 by a 
taxpayer that was at that time a common carrier that 
owned and operated a railway, where the trestles are 
ancillary to railway track and grading. 


Related Provisions: Reg. 1100(1)(za.2) — Additional allowance. 


History: Subsec. 1101(5e.2) added by P.C. 1994-139, subsec. 3(5), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired after December 6, 1991. 


(5f) A separate class is hereby prescribed for all tres- 
tles included in Class 3 in Schedule II acquired by a 
taxpayer after March 31, 1977 and before 1988 that 
are ancillary to railway track and grading. 

Related Provisions: Reg. 1100(1)(zb). 


History: All that portion of subsec. 1101(Se) preceding para. (a) 
and subsec. 1101(5f) substituted by P.C. 1984-2044, subsecs. 2(1), 
(2), June 14, 1984, Canada Gazette, Part II, June 27, 1984. 


All that portion of subsec. 1101(Se) preceding para. (a) and subsec. 
(Sf) substituted by P.C. 1981-733, s. 1, March 19, 1981, Canada 
Gazette, Part II, April 8, 1981, effective April 1, 1980. 


Subsecs. 1101(5e), (Sf) added by P.C. 1978-344, s. 2, February 9, 
1978, Canada Gazette, Part Il, February 22, 1978, effective after 
March 31, 1977. 


(5g) Deemed depreciable property — A sepa- 
rate class is hereby prescribed for each property of a 
taxpayer described in Class 36 in Schedule II. 


(5h) Leasehold interest in real properties — 
For the purposes of this Part, where more than one 
property of a taxpayer is described in the same class 
in Schedule II and where 


(a) one of the properties is a leasehold interest in 
real property described in subsection 1100(13), 
and 


(b) one of the properties is a property other than a 
leasehold interest in real property described in 
subsection 1100(13), 


a separate class is hereby prescribed for properties 
that 


(c) are described in paragraph (a); and 
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(d) would otherwise be included in the class. 


History: Subsecs. 1101(5g), (5h) added by P.C. 1982-599, subsec. 
2(2), February 25, 1982, Canada Gazette, Part II, March 10, 1982, 
subsec. 1101(5g) applicable in respect of property acquired after 
December 11, 1979. 


(5i) Pipelines — A separate class is hereby pre- 
scribed for each property of a taxpayer described in 
Class 2 in Schedule II that is 


(a) a pipeline the construction of which was com- 
menced after 1984 and completed after Septem- 
ber 1, 1985 and the capital cost of which to the 
taxpayer is not less than $10,000,000, 


(b) a pipeline that has been extended or converted 
where the extension or conversion was completed 
after September 1, 1985 and the capital cost to 
the taxpayer of the extension or the cost to him of 
the conversion, as the case may be, is not less 
than $10,000,000, or 


(c) a pipeline that has been extended and con- 
verted as part of a single program of extension 
and conversion of the pipeline where the program 
was completed after September 1, 1985 and the 
aggregate of the capital cost to the taxpayer of the 
extension and the cost to him of the conversion is 
not less than $10,000,000, 


and in respect of which the taxpayer has, by letter 
attached to the return of his income filed with the 
Minister in accordance with section 150 of the Act 
for the taxation year in which the construction, ex- 
tension, conversion or program, as the case may be, 
was completed, elected that this subsection apply. 


Related Provisions: Reg. 1101(5j) — Effect of election. 
(5j) An election under subsection (5i), (51) or (So) 


shall be effective from the first day of the taxation 
year in respect of which the election is made and 


- Shall continue to be effective for all subsequent taxa- 


tion years. 


History: Subsec. 1101(5j) amended by P.C.. 1991-465, subsec. 
2(2), March 14, 1991, Canada Gazette, Part II, March 27, 1991, 
applicable in respect of taxation years ending after April 26, 1989. 


Subsec. 1101(5j) substituted by P.C. 1989-2464, subsec. 2(4),; De- 
cember 14, 1989, Canada Gazette, Part I, January 3, 1990, applica- 
ble in‘respect of property acquired after 1987. 


Subsecs. 1101(5i), (5j) added by P.C. 1986-193, January 23, 1986, 
Canada Gazette, Part Il, February 5, 1986. 


(5k) Certified productions — A separate-class is 
hereby prescribed for all property of a. taxpayer. in- 
cluded in Class 10 in Schedule I by reason of para- 
graph (w) thereof. 


Related Provisions: Reg. 1100(1)(1). 


History: Subsec. 1101(5k) added by P.C. 1988-2795, s. 2, Decem- 
ber 22, 1988, Canada Gazette, Part II, January 18, 1989, applicable 
in respect of property acquired after 1987. 


Interpretation Bulletins: IT-283R2: CCA — Videotapes, video- 
tape cassettes, films, computer software and master recording 
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media. 


(51) Class 38 property and _ outdoor 
advertising signs —A separate class is hereby 
prescribed for each property of a taxpayer described 
in Class 38 in Schedule II or in paragraph (1) of 
Class 8 in Schedule II in respect of which the tax- 
payer has, by letter attached to the return of income 
of the taxpayer filed with the Minister in accordance 
with section 150 of the Act for the taxation year in 
which the property was acquired, elected that this 
subsection apply. 

Related Provisions: Reg. 1101(5j) — Effect of election. 
History: Subsec. 1101(51) added by P.C. 1989-2464, subsec. 2(5), 
December 14, 1989, Canada Gazette, Part II, January 3, 1990, ap- 
plicable in respect of property acquired after 1987, except that any 
election under the subsec. made before July 3, 1990 shall be deemed 
to be a valid election. 


Interpretation Bulletins: 
equipment. 


IT-469R: CCA — Earth-moving 


(5m) Specified energy property — Where, for 
any taxation year, a property of a taxpayer or part- 
nership is a specified energy property, a separate 
class is prescribed in respect of that property for that 
and subsequent taxation years. 

Related Provisions: Reg. 1100(25) — Meaning of “specified en- 
ergy property”. 

History: Subsec. 1101(Sm) added by P.C. 1990-753, April 26, 


1990, Canada Gazette, Part Il, May 9, 1990, applicable in respect of 
taxation years ending after February 9, 1988. 


(5n) [Specified leasing property] — Notwith- 
standing subsection (5c), where at the end of any 
taxation year a property of a taxpayer is specified 
leasing property, a separate class is prescribed in re- 
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spect of that property (including any additions or al- 
terations to that property included in the same class 
in Schedule II) for that year and all subsequent taxa- 
tion years. 


Related Provisions: Reg. 1100(1.1), (1.11) — Specified leasing 
property. 


(50) [Exempt properties] — A separate class is 
prescribed for one or more properties of a class in 
Schedule II that are exempt properties, as defined in 
paragraph 1100(1.13)(a), of a taxpayer referred to in 
subsection 1100(16) in respect of which the taxpayer 
has, by letter attached to the return of income of the 
taxpayer filed with the Minister in accordance with 
section 150 of the Act for the taxation year in which 
the property or properties were acquired, elected that 
this subsection apply. 


Related Provisions: Reg. 1101(5j) — Effect of election. 


History: Subsecs. 1101(5n), (50) added by P.C. 1991-465, subsec. 
2(3), (Sn) applicable in respect of taxation years ending after April 
26, 1989; and (So) in respect of property acquired after that date, 
and any election made under that subsec. before September 24, 
1991 shall be deemed:to be a valid election. 


(5p) Rapidly depreciating electronic equip- 
ment — Subject to subsection (5q), a separate class 
is prescribed for one or more properties of a taxpayer 
acquired in a taxation year and included in the year 
in Class 8 in Schedule II, or for one or more proper- 
ties of a taxpayer acquired in a taxation year and in- 
cluded in the year in Class 10 in Schedule II, where 
each of the properties has a capital cost to the tax- 
payer of at least $1,000 and is 


(a) general-purpose electronic data processing 
equipment and systems software therefor, includ- 
ing ancillary data processing equipment, included 
in paragraph (f) of Class 10 in Schedule II; 
(b) computer software; 
(c) a photocopier; or 
(d) office equipment that is electronic communi- 
cations equipment, such as a facsimile transmis- 
sion device or telephone equipment. 

Related Provisions: Reg. 1101(5q)— Election for Reg. 


1101(5p) to apply; Reg. 1103(2g) — Property transferred back to 
pool if still owned after 5 years. 


History: Subsec. 1101(5p) added by P.C. 1994-231, s. 2, February 
10, 1994, Canada Gazette, Part I, February 23, 1994, eared to 
property acquired. after April 26, 1993. 


(5q) [Election required] — Subsection (55) ap- 
plies only in respect of a property or properties of a 
taxpayer in respect of which the taxpayer has (by let- 
ter attached to the return of income of the taxpayer 
filed with the Minister in accordance with section 
150 of the Act for the taxation year in which the 
property or properties were acquired) elected that the 
subsection apply. 

History: Subsec. 1101(Sq) added by P.C. 1994-231, s. 2, February 
10, 1994, Canada Gazette, Part II, February 23, 1994, applicable to 


property acquired after April 26, 1993; an election referred to in 
subsec. 1101(5q) shall be deemed to have been made in accordance 
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with if itis made by notifying the Minister of National Revenue in 
writing before the end of August 1994. 


(6) Reference — A reference in this Part to a class 


in Schedule II includes a reference to the corre- 
sponding separate classes prescribed by this section. 


interpretation Bulletins: IT-474R: Ree dese of Canadian 
corporations. ) 


Division Ill — Property Rules 


1102. (1) Property not included — The elise 
of property described in this Part and in Schedule II 
shall be deemed not to include property © 


(a) the cost of. which is deductible i in computing 
the taxpayer’s income; 


Reg. 1102(1)(e) 


(b) that is described in the taxpayer’s inventory; 

(c) that was not acquired by the taxpayer for the 
purpose of gaining or producing income; » 

Selected Cases: Hickman Motors Ltd. v. Canada, [1995] 2 


| C.T.C. 320 (FCA) (Depreciable property in subsidiary not necessa- 


rily: depreciable in hands of parent upon winding-up). 

I.T. Technical News: No. 3 (loss utilization within a corporate 

group; use of a partner’s assets by.a partnership). 
(d) that was acquired by an expenditure in respect 
of which the taxpayer is allowed a deduction in 
computing income under section 37 of the Act; 


- Related Provisions: Reg. 5202cost of capital”(a), 5204“cost of 


capital’(a) — Manufacturing and processing credit. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


(e) that was acquired by the taxpayer after No- 
vember 12, 1981, other than property acquired 
from a person with whom the taxpayer was not 
dealing at arm’s length (otherwise than by virtue 
of a right referred to in paragraph 251(5)(b) of 
the Act) at the time the property was acquired if 
the property was acquired in the circumstances 
where subsection (14) applies, and is 


(i) a print, etching, drawing, painting, sculp- 
ture, or other similar work of art, the cost of 
which to the taxpayer was not less. than $200, 


(ii) a. hand-woven tapestry or carpet or a hand- 
made appliqué, the cost of. which. to the tax- 
payer was not less than $215 per square 
metre, 


(iii) an engraving, etching, lithograph, wood- 
cut, map or chart, made before 1900, or 


(iv) antique furniture, or any other antique ob- 
ject, produced more than 100 years before the 
date it was acquired, the cost of which to the 
taxpayer was not less than $1,000, 


other than any property described in subpara- 
graph (i) or (ii) where the individual who created 
the property -was a Canadian (within the meaning 
assigned by paragraph 1104(10)(a)) sat the time 
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the property was created; 


History: Para. 1102(1)(e) added by P.C. 1983-1083, s. 2, April 14, 
1983, Canada Gazette, Part II, April 27, 1983, applicable in respect 
of property (other than property described in Class 31 of Schedule II 
or paragraph (n) of Class 12 of that schedule) acquired or disposed 
of after November 12, 1981, property described in the said Class 31 
acquired or disposed of after 1981 and property described in para- 
graph (n) of the said Class 12 acquired or disposed of after 1982. 


Para. 1102(1)(e) revoked by P.C. 1978-1315, s. 8, April 20, 1978, 
Canada Gazette, Part II, May 10, 1978. 


(f) that is property referred to in paragraph 
18(1)() of the Act acquired after December 31, 
1974, an outlay or expense for the use or mainte- 
nance of which is not deductible by virtue of that 
paragraph; 

(g) in respect of which an allowance is claimed 
and permitted under Part X VII; 


Related Provisions: Reg. 5202“cost of capital’(a), 5204“cost of 
capital”(a) — Manufacturing and processing credit. 


(h) that is a passenger automobile acquired after 
June 13, 1963 and before January 1, 1966, the 
cost to the taxpayer of which, minus the initial 
transportation charges and retail sales tax in re- 
spect thereof, exceeded $5,000, unless the auto- 
mobile was acquired by a person before June 14, 
1963 and has by one or more transactions be- 
tween persons not dealing at arm’s length be- 
come vested in the taxpayer; 


Related Provisions: Reg. 1102(11)-(13) — Interpretation. 


(1) that was deemed by section 18 of the Income 
Tax Act, as enacted by the Statutes of Canada, 
1958, Chapter 32, subsection 8(1), to have been 
acquired by the taxpayer and that did not vest in 
the taxpayer before the 1963 taxation year; 


(j) of a life insurer, that is property used by it in, 
or held by it in the course of, carrying on an in- 
surance business outside Canada; or 

History: Para. 1102(1)(j) substituted by P.C. 1979-2483, s. 2, Sep- 


tember 13, 1979, Canada Gazette, Part II, September 26, 1979, ap- 
plicable to 1978 et seq. 


(k) that is linefill in a pipeline. 
Related Provisions: Reg. 1104(2) — “Pipeline”. 


History: Para. 1102(1)(k) added by P.C. 1994-139, subsec. 4(1), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired after December 23, 1991, other than 
property acquired by a taxpayer before 1993 


(a) pursuant to an agreement in writing entered into. by the tax- 
payer before December 24, 1991, or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


Interpretation Bulletins [Reg. 1102(1)]: IT-128R: CCA — De- 
preciable property; IT-148R2: Recreational properties and club 
dues; IT-218R: Profit, capital gains and losses from the sale of real 
estate, including farmland and inherited land and conversion of real 
estate from capital property to inventory and vice versa; IT-220R2: 
CCA — Proceeds of disposition of depreciable property; IT-350R: 
Investigation of site. 


(la) Partnership property — Where the taxpayer 
is a member of a partnership, the classes of property 
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described in this Part and in Schedule II shall be 
deemed not to include any property that is an interest 
of the taxpayer in depreciable property that is part- 
nership property of the partnership. 


(2) Land — The classes of property described in 
Schedule II shall be deemed not to include the land 
upon which a property described therein was con- 
structed or is situated. 


(3) Non-residents — Where the taxpayer is a non- 
resident person, the classes of property described in 
this Part and in Schedule II shall, except for the pur- 
pose of determining the foreign accrual property in- 
come of the taxpayer for the purposes of subdivision 
i of Division B of Part I of the Act, be deemed not to 
include property that is situated outside Canada. 


(4) Improvements or alterations to leased 
properties — Subject to subsection (5), “capital 
cost” for the purposes of paragraph 1100(1)(b) in- 
cludes any amount expended by a taxpayer for or in 
respect of an improvement or alteration to a leased 


property. 


(5) Buildings on leased properties — Where 
the taxpayer has a leasehold interest in a property, a 
reference in Schedule II to a property that is a build- 
ing or other structure shall include a reference to that 
leasehold interest to the extent that that interest 


(a) was acquired by reason of the fact that the 
taxpayer 
(i) erected a building or structure on leased 
land, 


(ii) made an addition to a leased building or 
structure, or 


(111) made alterations to a leased building or 
structure that substantially changed the nature 
of the property; or 


(b) was acquired after 1975 or, in the case of any 
property of Class 31 or 32, after November 18, 
1974, from a former lessee who had acquired it 
by reason of the fact that he or a lessee before 
him 
(1) erected a building or structure on leased 
land, 


(i1) made an addition to a leased building or 
structure, or 


(iii) made alterations to a leased building or 
structure that substantially changed the nature 
of the property. 
Related Provisions: Reg. 1102(4) — Improvements or altera- 
tions to leased property; Reg. 1102(5.1) — References to 
“building”. 
interpretation Bulletins: IT-79R3: CCA — Buildings or other 
structures; IT-195R4: Rental property — CCA restrictions; IT-324: 


CCA — Emphyteutic lease; IT-367R3: Capital cost allowance — 
multiple-unit residential buildings; IT-464R: Leasehold interests. 


(5.1) Where a taxpayer has acquired a property that 
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would, if the property had been acquired by a person _ behalf of the taxpayer on June 18, 1987, or 
with whom the taxpayer was not dealing at arm’s (C) that is machinery or equipment that is 
length at the time the property was acquired by the a fixed and integral part of the building, 
taxpayer, be described in paragraph (5)(a) or (b) in structure, plant facility or other property 
respect of that person, a reference in Schedule II toa that was under construction by or on be- 


property that is a building or other structure shall, in : half of the taxpayer on June 18, 1987, or 
@) Class 41 in Schedule II in any other case. 


respect of the oe include a reference to that 
property. ; 

History: Subsec. 1102(5.1) added by P.C. 1994-139, subsec. 4(2), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable .to. property acquired after. December. 23,..1991,.-other. than 
property acquired by a taxpayer before: 1993 


(a) pursuant to an agreement in writing entered into ey the tax- 
payer before December 24, 1991, or 


(b) that was under construction by or on behalf: of the ae 
on December 23; 1991. 


(6) Leasehold interests acquired before 
1949 — For the purposes of paragraphs 2(a) and (b) 
of Schedule II, where an item of capital cost has 
been incurred before the commencement of the tax- 
payer’s 1949 taxation year, there shall be added to 
the capital cost of each item the amount that has 
been allowed in respect thereof as depreciation under 
the Income War Tax Act and has been deducted from 
the original, cost to. arrive. at.the capital cost of the 
item. ; 


(7) River improvements — For the purposes of 
paragraph 1100(1)(f), capital cost includes an 
amount expended on river improvements by the tax- 
payer for the purpose of facilitating the removal of 
timber from a timber limit. 


(8) Electrical plant used for mining — Where 
the generating or distributing equipment and plant 
(including structures) of a producer or distributor of 
electrical energy were acquired for the purpose of 
providing power to a consumer for use by the con- 
sumer in the operation in Canada of a mine, ore mill, 
smelter, metal refinery or any combination thereof | 
and at least 80 per cent of the producer’s or distribu- 
tor’s output of electrical energy 


(a) for his 1948 and 1949 taxation years, or 


(b) for his first two taxation years in which he 
sold power, 


whichever period is the later, was sold to the cus- 
tomer for that purpose, the property shall be in- 
cluded in 


(c) Class 10 in Schedule II if it is property ac- 
quired 

(i) before 1988, or 

(ii) before 1990 


(A) pursuant to.an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 


(B) that was under construction by or on 


*Sic. Should read “consumer”. 
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Related Provisions: Reg. 1102(9.1) — Acquisition before No- 
vember 8, 1969; Reg. 1102(9.2) — Acquisition not at arm’s length; 
Reg. 1103(4) — When election under para. (d) effective; Reg. 
1104(7) — Interpretation. 

History: That portion of subsec. 1102(8) following para. (b) substi- 
tuted by P.C. 1989-2464, subsec. 3(1), December 14, 1989, Canada 
Gazette, Part II, January 3, 1990, applicable in respect of property 
acquired after 1987. 


(9) Where a taxpayer has acquired generating or dis- 
tributing equipment and plant (including structures) 
for the purpose of providing power for his own con- 
sumption in operating a mine, ore mill, smelter, 
metal refinery or any combination thereof and at 
least 80 per cent of the output of electrical energy 
was so used 


(a) in his 1948 and 1949 taxation years, or 
(b) in the first two taxation years in which he so 
produced power, 
whichever period is the later, the property shall be 
included in 
(c) Class 10 in Schedule II if it is property ac- 
quired 
(i) before 1988, or 
(ii) before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 


(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987, or 


(C) that is machinery or equipment that is 
a fixed and integral part of a building, 
structure, plant facility or other property 
that was under construction by or on be- 
half of the taxpayer on June 18, 1987, or 


_ (d) Class 41 in Schedule II in any other case. 
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Related Provisions: Reg. 1102(9.1) — Acquisition before No- 
vember 8, 1969; Reg. 1102(9.2) — Acquisition not at arm’s length; 
Reg. 1103(4) — When election under para. (d) effective; Reg. 
1104(7) — Interpretation. 


History: That portion of subsec. 1102(9) following para. (b) substi- 
tuted by P.C. 1989, subsec. 3(2), December 14, 1989, Canada Ga- 
zette, Part II, January 3, 1990, applicable in respect of property ac- 
quired after 1987. 


(9.1) In their application to generating or distributing 
equipment and plant (including structures) that were 
acquired by the taxpayer before November 8, 1969, 
subsections (8) and (9) shall be read without refer- 
ence to. a “metal refinery”. 


(9.2) Where a taxpayer acquires property after No- 
vember 7, 1969 from a person with whom he was 
not dealing at arm’s length that is property referred 
to in subsection (8) or (9), notwithstanding those 
subsections, that property shall not be included in 
Class 10 in Schedule II by the taxpayer unless the 
property had been included in that class by the per- 
son from whom it was acquired, by virtue of subsec- 
tion (8) or (9) as it read in its application before No- 
vember 8, 1969. 


(10) Railway companies — For the purposes of 
section 36 of the Act, where a taxpayer is deemed to 
have acquired depreciable property of a prescribed 
class at the time a repair, replacement, alteration or 
renovation expenditure described therein was in- 
curred, 


(a) if the expenditure was incurred by the tax- 
payer before May 26, 1976, the class hereby pre- 
scribed is Class 4 in Schedule II; and 


(b) if the expenditure was incurred by the tax- 
payer after May 25, 1976, the class hereby pre- 
scribed is the class in Schedule II in which the 
depreciable property that was repaired, replaced, 
altered or renovated would be included if such 
property had been acquired at the time the expen- 
diture was incurred. 


(11) Passenger automobiles — In paragraph 
(1)(h), 

“cost to the taxpayer” of an automobile means, ex- 
cept as provided in subsections (12) and (13), 


(a) except in any case coming under paragraph 
(b) or (c), the capital cost to the taxpayer of the 
automobile, 


(b) except in any case coming under paragraph 
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(c), where the automobile was acquired by a per- 
son (in this section referred to as the “original 
owner’) after June 13, 1963, and has, by one or 
more transactions between persons not dealing at 
arm’s length, become vested in the taxpayer, the 
greater of 


(i) the actual cost to the taxpayer, and 
(ii) the actual cost to the original owner, and 


(c) where the automobile was acquired by the 
taxpayer outside Canada for use in connection 
with a permanent establishment, as defined for 
the purposes of Part IV or Part XXVI, outside 
Canada, the lesser of 


(i) the actual cost to the taxpayer, and 


(ii) the amount that such an automobile would 
ordinarily cost the taxpayer if he purchased it 
from.a dealer in automobiles in Canada for 
use in. Canada; 


‘“{nitial transportation charges” in respect of an 
automobile means the costs incurred by a dealer in 
automobiles for transporting the automobile (before 
it had been used for any purpose whatever) from, 


(a) in the case of an automobile manufactured in 
Canada, the manufacturer’s plant, and 


(b) in any other case, to:the place in Canada, if 
any, at which the automobile was received or 
stored by a wholesale distributor, 


to the dealer’s place of business; 
“passenger automobile’ means a vehicle, other 


than an ambulance or hearse, that was designed to 
carry not more than nine persons, and that is 


(a) an automobile designed primarily for carrying — 


persons on highways and streets except an auto- 
mobile that 


(i) is designed to accommodate and is 


equipped with auxiliary folding seats installed . 


between the front and the rear seats, 
(11) was acquired by a person carrying on the 
business of operating a taxi or automobile 
rental service, or arranging and managing fu- 
nerals, for use in such business, and 


(iii) is not a vehicle described in paragraph 
(b), or 
(b) a station wagon or substantially. similar 
vehicle; 


“retail sales tax”’ in respect of an automobile means 
the aggregate of municipal and provincial retail sales 
taxes payable in respect of the purchase of the auto- 
mobile by the taxpayer. 


(12) [Pre-1966 automobile] — For the purposes 
of paragraph (1)(h), where an automobile is owned 
by two or more persons or by partners, a reference to 
“cost to the taxpayer” shall be deemed to be a refer- 
ence to the aggregate of the cost, as defined in sub- 
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section (11), to each such person or partner. 


(13) [Pre-1966 automobile] — In determining 
cost to a taxpayer for the purposes of paragraph 
(1)(h), subsection 13(7) of the Act shall not apply 
unless the automobile was acquired by gift. 


(14) Property acquired by _ transfer, 
amalgamation or winding-up — For the pur- 
poses of this Part and Schedule I, where a property 
is acquired by a taxpayer 
(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b), (c) [Revoked] 


(d) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
251(5)(b) of the Act) at the time the property was 
acquired, and : 


(e) [Revoked] 


the property, immediately before it was so acquired 
by the taxpayer, was property of a prescribed class or 
a separate prescribed class of the person from whom 
it was so acquired, the property shall be deemed to 
be property of that same prescribed class or separate 
prescribed class, as the case may be, of the taxpayer. 
Related Provisions: Reg. 1100(2.21)(a); Reg. 1102(20) — Non- 
arm’s length exception. 

History: Para. 1102(14)(a) substituted for paras. (a) to (c) by P.C. 
1989-2464, subsec. 3(3), December 14, 1989, Canada Gazette, Part 
II, January 3, 1990, applicable in respect of property acquired by a 
taxpayer after June 17, 1987 other than property acquired after that 
date and before 1990 pursuant to an agreement in writing entered 
into by the taxpayer before June 18, 1987. 

Para. 1102(14)(d) substituted by subsec. 3(4) of the said P.C. 1989- 
2464, applicable in respect of property acquired by a taxpayer after 
December 15, 1987 other than property acquired after that date and 
before 1990 pursuant to an obligation in writing entered into by the 
taxpayer before December 16, 1987. 

Para. 1102(14)(e) revoked by subsec. 3(5) of the said P.C. 1989- 
2464, applicable in respect of property acquired by a taxpayer after 
August 31, 1987 other than property acquired after that date and 
before 1990 pursuant to an obligation in writing entered into by the 
taxpayer before September 1, 1987. 

Para. 1102(14)(a) substituted by P.C. 1988-1473, s. 3, July 21, 
1988, Canada Gazette, Part II, August 3, 1988, applicable to taxa- 
tion years commencing after 1984. 

Para. 1102(14)(a.1) added by P.C. 1984-3789, s. 7, November 29, 
1984, Canada Gazette, Part Il, December 12, 1984, applicable with 
respect to property acquired after November 12, 1981. 
Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
267R2: CCA — vessels; IT-481: Timber resource property and tim- 
ber limits; IT-488R2: Winding-up of 90%-owned taxable Canadian 
corporations. 


(14.1) For the purposes of this Part and Schedule II, 
where a taxpayer has acquired, after May 25, 1976, 
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property of a class in Schedule II (in this subsection 
referred to as the “present class”’) that had been pre- 
viously owned before May 26, 1976 by the taxpayer 
or by a person with whom the taxpayer was not deal- 
ing at arm’s length (otherwise than by virtue of a 
right referred to in paragraph 251(5)(b) of the Act) at 
the time the property was acquired, and at the time 
the property was previously so owned it was a prop- 
erty of a different class in Schedule I (in this sub- 
section referred to as the “former class’’), the prop- 
erty shall be deemed to be property of the former 
class and not property of the present class. 


Related Provisions: Reg. 1100(2.21)(a). 


History: Subsec. »1102(14.1) substituted by P.C. 1989-2464, sub- 
sec. 3(6), December 14, 1989, Canada Gazette, Part II, January 3, 
1990, applicable in respect of property acquired by a taxpayer after 
December 15, 1987 other than property acquired after that date and 
before 1990 pursuant to an obligation in writing entered into by the 
taxpayer before December 16, 1987. 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing, and processing machinery and equipment; IT- 
267R2: CCA — vessels. 
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(15) Manufacturing and processing enter- 
prises — For the purposes of subsection 13(10) of 
the Act, ) 


(a) property is hereby prescribed that is 


(i) a building included in Class 3 or 6 in 
Schedule II, or 


(ii) machinery or equipment included in Class 
8 in Schedule II, 


except 


(iii) property that may reasonably be regarded 
as having been acquired for the purpose of 
producing coal from a coal mine or oil, gas, 
metals or industrial minerals from a resource 
referred to in section 1201 as it read immedi- 
ately before it was repealed by section 2 of 
Order in Council P.C. 1975-1323 of June 12, 
1975, or 


(iv) property acquired for use outside Canada; 
and ; 


(b) a business carried on by the taxpayer is 
hereby prescribed as a manufacturing or process- 
ing business if, 
(i) for the fiscal period in which the property 
was acquired, or 


(ii) for the fiscal period in which a reasonable 
volume of business was first carried on, 


whichever was later, the revenue received by the 
taxpayer, in the course of carrying on the busi- 
ness from 


(iii) the sale of goods processed or manufac- 
tured by the taxpayer in Canada, 


(iv) the leasing or renting of goods that were 
processed or manufactured by the taxpayer in 
Canada, 


(v) advertisements in a newspaper or maga- 
zine that was produced by the taxpayer in 
Canada, and 


(vi) construction carried on by the taxpayer in 
Canada, 


was not less than 7/3 of the revenue of the business 
for the period. 


Related Provisions: Reg. 1102(16) — Meaning of “revenue”. 


(16) For the purposes of paragraph (15)(b), “reve- 


nue” means gross revenue minus the aggregate of 


(a) amounts that were paid or credited in the pe- 
riod, to customers of the business, in relation. to 
such revenue as a bonus, rebate or discount or for 
returned or damaged goods; and 


(b) amounts included therein by virtue of section 
13 or subsection 23(1) of the Act. 


(17) Recreational property — Property referred 
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to in paragraph: ¢1)(f) does not include 


(a) any property that the taxpayer was obligated 
to: acquire under the terms of an agreement in 
writing entered into before November 13, 1974; 
or naqot 

(b) any property the construction of which was 


(i) commenced by the taxpayer before No- 
vember 13, 1974 or commenced under an 
agreement in writing entered into by the tax- 
payer before November 13, 1974, and 


(11) completed substantially according to plans 
and specifications agreed to by the taxpayer 
before November 13, ee 


(18). Townsite costs — For the purposes. of this 
Part and Schedule II, where under the terms of a 
contract a taxpayer is required to make a payment to 
Her Majesty in right of Canada, to a province or to a 
Canadian municipality in respect of costs incurred or 


to be incurred by the recipient to acquire property | 


that would qualify as property described in para- 
graph (1) of Class 10 in Schedule II if it had been 
acquired by the taxpayer, the taxpayer shall be 
deemed to have acquired property described in that 
paragraph 
(a) at a capital cost equal to the portion of the 
payment that can reasonably be regarded as being 
in. respect of. such costs; and 


(b) at the time the payment is made or the time at 
which the costs are incurred, whichever is the 
later. 


History: Subsec. 1102(18) added by P:C. 1978-1849, 
1978, Canada Gazette, Part Il, June 28, 1978, applicable in respect 
of amounts paid after 1976 to Her Majesty in right of Canada, to a 
province; orto a‘Canadian municipality. 


(19) Additions and alterations — For the pur- 


poses of this Part and Schedule II, where 
(a) a taxpayer acquired a property that is included 
in a class in Schedule II (in this subsection re- 
ferred to as the “actual class”), > 
(b) the taxpayer acquires property that is an addi- 
tion or alteration.,to the property elemed, to in 
paragraph (a), 
(c) the, property that is,the addition or alteration 
referred. to in, paragraph (b) would have. been 
property of the actual class if it had been acquired 
by the taxpayer at the time he acquired the prop- 
erty referred to in paragraph (a), and 
(d) the property referred to in paragraph (a) 
would have been:property of a class in Schedule 


1, June 8, 
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If Gn this subsection referred to as the “present 
class’’) that is different from the actual class if it 
had been acquired by the taxpayer at the time he 
acquired the addition or alteration referred to in 
‘paragraph (b), ! 
the addition or alteration referred to in Oth ehipe (b) 
shall, except as otherwise provided in this Part or in 
Schedule II, be deemed to be an acquisition by the 
taxpayer of property of the present class. 
History: Subsec. 1102(19) added by P.C. 1978-3768, s. 1, Decem- 
ber 14, 1978, Canada Gazette, Part II, December 27, 1978, 


Interpretation Bulletins: IT-79R3: CCA — Buildings c or other 
structures. 


| (20) Non-arm’s length exception — For the pur- 
| poses of subsections 1100(2.2) and (19), 1101(1ad) 


and 1102(14) (in this subsection referred to as the 
“relevant subsections’), where, but for this subsec- 
tion, a taxpayer would be considered to be dealing 
not at arm’s length with another person as a result of 
a transaction or series of transactions the principal 
purpose of which may reasonably be considered to 
have been to cause one or more of the relevant sub- 
sections to apply in respect of the acquisition of a 
property, the taxpayer shall be considered to be deal- 
ing at arm’s length with the other person in woe 
of the acquisition of that property. 

History: Subsec. 1102(20) added by P.C. 1989-2464, subsec.°3(7), 
December‘ 14, 1989, Canada Gazette, Part II, January 3, 1990, ap- 
plicable in respect of property acquired by a taxpayer after Decem- 
ber 15, 1987 other than property acquired after that date and before 
1990 pursuant-to an obligation in writing entered into by. the tax- 
payer before December 16, 1987. 


Interpretation Bulletins: IT-267R2:-CCA — vessels; IT-474R: 
Amalgamations of Canadian corporations; IT-488R2: Winding-up 
of 90%-owned taxable Canadian corporations. 


Division IV — Inclusions In and 
Transfers Between Classes 


1103. (1) Elections to include properties in 
Class 1—In respect of properties otherwise in- 
cluded in Classes 2 to. 10,11 and 12 in Schedule II, a 
taxpayer may elect to include in Class | in Schedule 
If all such properties acquired for the purpose of 
gaining or producing income from the same 
business. 

Related Provisions: ITA 220(3.2), Reg. 600(d) — Late filing of 
election or revocation; Reg. 1103(3)-(5) — How election made and 
when effective. 


History: Subsec. 1103(1) amended by P.C. 1991-2272, s. 3, No- 
vember 21, 1991, Canada Gazette, Part Il; December 4, 1991, ap- 
plicable to taxation years and fiscal periods commencing after June 
17,. 1987. that end after 1987. 

Interpretation Bulletins: IT-274R: Rental. properties — capital 
cost of $50,000 or more. 

Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(2) Elections to include properties in Class 2, 
4 or 17 — Where the chief depreciable properties of 
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a taxpayer are included in Class 2, 4 or 17 in Sched- 
ule II, the taxpayer may elect to include in Class 2, 4 
or 17 in Schedule II, as the case may be, a property 
that would otherwise be included in another class in 
Schedule If and that was acquired by him before 
May 26, 1976 for the purpose of gaining or produc- 
ing income from the same business as that for which 
those properties otherwise included in the said Class 
2, 4 or 17 were acquired. 

Related Provisions: ITA 220(3.2), Reg. 600(d) — Late filing of 
election or revocation; Reg. 1103(3)—-(5) — How election made and 
when effective. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(2a) Elections to include properties in Class 
8 —In respect of properties otherwise included in 
Class 19 or 21 in Schedule II, a taxpayer may, by 
letter attached to the return of his income for a taxa- 
tion year filed with the Minister in accordance with 
section 150 of the Act, elect to include in Class 8 in 
Schedule II all properties of the said Class 19 or all 
properties of the said Class 21, as the case may be, 
owned by him at the commencement of the year. 


Related Provisions: Reg. 1103(3)-(5) — How election made and 
when effective. 


(2b) Elections to include properties in Class 
37 — In respect of properties that would have been 
included in Class 37 in Schedule II had they been 
acquired after the date on which Class 37 became ef- 
fective, a taxpayer may, by letter attached to the re- 
turn of his income for a taxation year filed with the 
Minister in accordance with section 150 of the Act, 
elect to include in Class 37 all such properties ac- 
quired by the taxpayer before that date. 

Related Provisions: Reg. 1103(3)—-(5) — How election made and 
when effective. 


History: Subsec. 1103(2b) added by P.C. 1982-599, s. 3, February 
25, 1982, Canada Gazette, Part II, March 10, 1982. 


(2c) Elections to make certain transfers — 
Where a taxpayer has acquired, after May 25, 1976, 
all or any part of a property of a class in Schedule II 
(in this subsection referred to as the “present class’’) 
and the property or part thereof, if it had been ac- 
quired before May 26, 1976, would have been prop- 
erty of a different class in-Schedule II (in this sub- 
section referred to as the “former class”) and 


(a) he was obligated to acquire the property under 
the terms of an agreement in writing entered-into 
before May 26, 1976, 


(b) he commenced the construction, manufacture 
or production of the property before May 26, 
1976 or the construction, manufacture or produc- 
tion of the property was commenced under an 
agreement in writing entered into by him before 
May 26, 1976, or 


(c) he acquired the property on or before Decem- 
ber 31, 1976 or he was obligated to acquire the 
property under the terms of an agreement in writ- 
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ing entered into on or before December 31, 1976, 
if 
(i) arrangements, evidenced by writing, re- 
specting the acquisition, construction, manu- 
facture or production of the property had been 
substantially advanced before May 26, 1976, 
and 


(ii) he had, before May 26, 1976, demon- 

strated a bona fide intention to acquire the 

property, 
the taxpayer may, by letter attached to the return of 
his income filed with the Minister in accordance 
with section 150 of the Act, for the taxation year in 
which the property was acquired or for the immedi- 
ately following taxation year, elect to transfer in the 
year of acquisition 


(d) the property or the part thereof, acquired after 
May 25, 1976, from the present class to the for- 
mer class; or 


(e) the part of the property acquired before May 
26, 1976, from the former class to the present 
class. 


Related Provisions: Reg. 1103(3)-(5) — How election made and 
when effective. 


(2d) Where a taxpayer has 


(a) disposed of a property (in this subsection re- 
ferred to as the “former property”) of a class in 
Schedule II (in this subsection referred to as the 
“former class’), and 


(b) before the end of the taxation year in which 
the former property was disposed of, acquired 
property (in this subsection referred to as the 
“new property”) of a class in Schedule II (in this 
subsection referred to as the “present class’) and 
the present class is neither 


(i) the former class, nor 


(11) a separate class described in section 1101, 
other than subsection 1101(5d), 


such that 


(c) if the former property had been acquired at 
the time that the new property was acquired and 
from the person from whom the new property 
was acquired, the former property would have 
been included in the present class, and 


(d) if the new property had been acquired at the 
time that the former property was acquired and 
from the person from whom the former property 
was acquired, the new property would have been 
included in the former class, 


the taxpayer may, by letter attached to the return of 
income of the taxpayer filed with the Minister in ac- 
cordance with section 150 of the Act in respect of 
the taxation year in which the former property was 
disposed of, elect to transfer the former property 
from the former class to the present class in the year 
of its disposition and, for greater certainty, the trans- 
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fer shall be considered to have been made before the 
disposition of the property. | 
Related Provisions: ITA 220(3.2), Reg.’ 600(d) — Late filing of 


election or revocation; Reg. sac ete (5) — How election made and 
when. effective. ) 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
469R: CCA — Earth-moving equipment. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(2e) Transfers from Class 40 to Class 10 — 
For the purposes of this Part and Schedule II, where 
property of a taxpayer would otherwise be included 
in Class 40 in Schedule II, all such properties owned 
by the taxpayer shall be transferred from Class 40 to 
Class 10 immediately after the commencement of 


the first taxation year of the taxpayer commencing 
after 1989. 


Related Provisions: Reg. 1103(3)-(5) — How election made and 
when effective. 


interpretation Bulletins: IT-147R3: CCA — Accelerated: write- 
off of manufacturing and processing machinery and equipment; IT- 
283R2: CCA — Videotapes, videotape cassettes, films, computer 
software and master recording media. 


(2f) Elections to include properties in Class 
1, 3 or 6 —In respect of properties otherwise in- 
cluded in Class 20 in Schedule II, a taxpayer may, by 
letter attached to the return of income of the taxpayer 
for a taxation year filed with the Minister in accor- 
dance with section 150 of the Act, elect to include in 
Class 1, 3 or 6in Schedule II, as specified in the let- 
ter, all properties of Class 20 in Schedule Il owned 
by the taxpayer at the commencement of the year. 

Related Provisions: ITA 220(3.2) — Late, amended or revoked 


elections; Reg. 1103(3)-(S) — How election made and when 
effective. 


(2g) Transfers to Class 8 or Class 10 — For the 


purposes of this Part and Schedule II, where one or - 


more properties of a taxpayer are included in a sepa- 
rate class pursuant to an election filed by the tax- 
payer..in. accordance. with. subsection. 1101(5q),. all 
the properties included in that class immediately af- 
ter the beginning of the taxpayer’s fifth taxation year 
beginning after the end of the first taxation year in 
which a property of the class became available for 
use by the taxpayer for the purposes of subsection 
13(26) of the Act shall be transferred immediately 
after the beginning of that fifth taxation year from 
the separate class to the class in which the property 
would, but for the election, have been included. 


Related Provisions: Reg. 1103(3)- (S)- — How election made and 
when effective. 


(2h) Elections not to include properties in 
Class 44 — A taxpayer may, by letter attached to 
the taxpayer’s return of income filed with the Minis- 
ter in accordance with section 150 of the Act for the 
taxation year in which a property was acquired, elect 
not to include. the property in Class 44 in Schedule 


Reg. 1103 


I. 


Related Provisions: es 1103(3)-(5) — How election made and 
when effective. 


_ History: Subsecs. 110328). (2h) added by P.C. 1994-231, s. 3, 


February 10, 1994, Canada Gazette, Part II, February 23, 1994, ap- 
plicable to property acquired after April 26, 1993; an election re- 
ferred to in subsec. 1103(2h) is deemed to have been made in accor- 
dance with the subsec. if it is made by notifying the Minister of 
National Revenue in writing before the end of August 1994. 


Subpara. 1103(2d)(b)G@i) amended by P.C, 1991-465, s. 3, March 
14, 1991, Canada Gazette, Part II, March 27, 1991, applicable after 
April 26, 1989. 


Subsec. 1103(2d) substituted, (2e), (2f) added, by P.C. 1989-2464, 
s. 4, December 14, 1989, Canada Gazette, Part II, January 3,.1990, 
(2d) applicable in respect of dispositions of property occurring after 
1987, except that any election under the subsec. made before July 3, 
1990, shall be deemed to be-a valid:election; (2e) applicable to 1990 
et seq.; (2f) applicable to 1988. et seq. 


Paras. 1103(2d)(b), (c)-and (d) substituted by P.C: 1983-1083, s. 3, 
April 14, 1983, Canada Gazette, Part II, April 27, 1983, applicable 
in respect of property (other than property described in Class 31 of 
Schedule II or paragraph (n) of Class 12° of that schedule) acquired 
or disposed of after November 12, 1981, property described in the 
said Class 31 acquired or disposed of after 1981 and property de- 
scribed in paragraph (n) of the said Class 12 acquired or disposed of 
after. 1982. 


(3) Election rules — To be effective in respect of 
a taxation year, an election under this section must 
be made not later than the last day on which the tax- 
payer may file a return of his income for the taxation 
year in accordance with section 150 of the Act. 


(4) An election under this section shall be effective 
from the first day of the taxation year in respect of 
which the election is made and shall continue to be 
effective for all subsequent taxation years. 


(5) An election under subsection (1) or (2) shall be 
made by registered letter addressed to the. District 
Office at which the taxpayer customarily files the re- 
turns required by section 150 of the Act. 


Interpretation Bulletins [Reg. 1103]: IT-190R2: CCA — trans- 
ferred and misclassified property; IT-327: Elections under Regula- 
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tion 1103; IT-478R: CCA — Recapture and terminal loss. 


Division V — Interpretation 


1104. (1) Definitions — Where the taxpayer is an 
individual and his income for the taxation year in- 
cludes income from a business the fiscal period of 
which does not coincide with the calendar year, in 
respect of the depreciable properties acquired for the 
purpose of gaining or producing income from the 
business, a reference in this Part to 


“end of the taxation year” shall be deemed to be a 
reference to the end of the fiscal period of the busi- 
ness; and 


“taxation year” shall be deemed to be a reference to 
the fiscal period of the business. 


Interpretation Bulletins: IT-172R: CCA — Taxation year of 
individuals. 


(2) In this Part and Schedule II, 


“certified feature film” means a motion picture 
film certified by the Minister of Communications to 
be a film of not less than 75 minutes running time in 
respect of which all photography or art work specifi- 
cally required for the production thereof and all film 
editing therefor were commenced after November 
18, 1974, and either the film was completed before 
May 26, 1976, or the photography or art work was 
commenced before May 26, 1976, and certified by 
him to be 


(a) a film the production of which is contem- 
plated in a coproduction agreement entered into 
between Canada and another country, or 


(b) a film in respect of which 


(i) the person who performed the duties of 
producer was a Canadian, 


(ii) no fewer than 7/3 in number of all the per- 
sons each of whom 


(A) was a person who performed the duties 
of director, screenwriter, music composer, 
art director, picture editor or director of 
photography, or _ 


(B) was the individual in respect of whose 
services as an actor or actress in respect of 
the film the highest remuneration or the 
second highest remuneration was paid or 
payable, 


were Canadians, 


(111) not less than 75 per cent of the aggregate 
of the remuneration paid or payable to persons 
for services provided in respect of the film 
(other than remuneration paid or payable to or 
in respect of the persons referred to in subpar- 
agraphs (i) and (ii) or remuneration paid or 
payable for processing and final preparation 
of the film) was paid or payable to Canadians, 
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(iv) not less than 75 per cent of the aggregate 
of costs incurred for processing and final 
preparation of the film including laboratory 
work, sound recording, sound editing and pic- 
ture editing (other than remuneration paid or 
payable to or in respect of persons referred to 
in subparagraphs (i), (ii) and (i11)), was in- 
curred in respect of services rendered in Can- 
ada, and 


(v) the copyright protecting its use in Canada 
is beneficially owned 


(A) by a person who is either a Canadian 
or a corporation incorporated under the 
laws of Canada or a province, or 


(B) jointly or otherwise by two or more 
persons described in clause (A), 


other than a film 
(c) acquired after the day that is the earlier of 
(i) the day of its first commercial use, and 


(ii) 12 months after the day the principal pho- 
tography thereof is completed, or 


(d) in respect of which certification under this 
definition has been revoked by the Minister of 
Communications as provided in_ paragraph 
(10)(b); 
Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 
film properties for minimum tax purposes; Reg. 1104(10) — 
Interpretation. 
History: All that portion of the definition of “certified feature film” 
in subsec. 1104(2) preceding para. (a), and para. (d) substituted by 
P.C. 1980-3374, s. 2, December 11, 1980, Canada Gazette, Part Il, 
December 24, 1980. 


All that portion of the definition of “certified feature film” in sub- 
sec. 1104(2) following cl. (v)(B) substituted by P.C. 1978-3731, 
subsec. 2(1), December 14, 1978, Canada Gazette, Part I, Decem- 
ber 27, 1978, applicable in respect of property acquired after 1978. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


“certified production’, in respect of a particular 
taxation year, means a motion picture film or video 
tape certified by the Minister of Communications to 
be a film or tape in respect of which all photography, 
taping or art work required specifically for the pro- 
duction thereof and all film or tape editing therefor 
were commenced after May 25, 1976, certified by 
him to be a film or tape in respect of which the prin- 
cipal photography or taping thereof was commenced 
before the end of the particular taxation year or was 
completed no later than 60 days after the end of that 
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year and certified by him to be 


(a) a film or tape the production of which is con- 
templated in a coproduction agreement entered 
into between Canada and another country, or 


(b) a film or tape in respect of which 


(i) the individual who performed the duties of 
producer was a Canadian, 


(ii) the Minister of Communications has allot- 
ted not less than an aggregate of six units of 
production, not less than two of which were 
allotted by virtue of clause (A) or (B) and not 
less than one of which was allotted by virtue 
of clause (C) or (D), for individuals who pro- 
vided services in respect of the film or tape, in 
the following manner: 


(A) for the director, two units of 
production, 


(B) for the screenwriter, two units of 
production, 


(C) for the actor or actress in respect of 
whose services for the film or tape the 
highest remuneration was paid or payable 
(unless in the opinion of the Minister of 
Communications the individual did not 
perform a major role in the film or tape), 
one unit of production, 


(D) for the actor or actress in respect of 
whose services for the film or tape the sec- 
ond highest remuneration was paid or pay- 
able (unless in the opinion of the Minister 
of Communications the individual did not 
perform a major role in the film or tape), 
one unit of production, 


(E) for the art director, one unit of 
production, 


(F) for the director of photography, one 


unit of production, 


(G) for the music composer, one unit of 
production, and | 


(H) for the picture editor, one unit of 
production, 


shall be allotted, provided the individual in re- 
spect of such allotment was a Canadian, 


(iii) not less than 75 per cent of the aggregate 
of all costs (other than costs determined by 
reference to the amount of income from the 
film or tape) paid or payable to persons for 
services provided in respect of producing the 
film or tape (other than remuneration paid or 
payable to, or in respect of, individuals re- 
ferred to in subparagraph (i) or (1), costs re- 
ferred to in subparagraph (iv) incurred for 
processing and final preparation of the film or 
tape, and amounts paid or payable in respect 
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paid or payable to, or in respect of services 
_ provided by, Canadians, and. 


(iv) not less than 75 per cent of the aggregate 
of all costs (other than costs determined by 
reference to the amount of income from the 
film or tape) incurred for processing and final 
preparation of the film or tape, including labo- 
ratory work, sound re-recording, sound edit- 
ing and picture editing (other than remunera- 
tion paid or payable to, or in respect. of, 
individuals referred to in subparagraph (i) or 
(11)) was incurred in respect of services pro- 
vided in Canada, 


other than a film or tape 


(c) acquired after the day that is the earlier of 
(i) the day of its first commercial use, and 


(ii) 12 months after the day the principal pho- 
tography or taping thereof is completed, 


(d) acquired by a taxpayer who has not paid in 
cash, as of the end of the particular taxation year, 
to the person from whom he acquired the film or 
tape, at least 5 per cent of the capital cost to the 
taxpayer of the film or tape as of the end of the 


year, 


(e) acquired by a taxpayer who has issued in pay- 
ment or part payment thereof, a bond, debenture, 
bill, note, mortgage or similar obligation in re- 
spect of which an amount is not due until a time 
that is more than four years after the end of the 
taxation year in which the taxpayer acquired the 
film or tape, 


(f) acquired from a non-resident, or 


(g) in respect of which certification under this 
definition has been revoked by the Minister of 
Communications as provided in paragraph 


(10)(b), 


and, for the purposes of the application of this defini- 
tion, 


(h) in respect of a film or tape acquired in 1987, 
other than a film or tape in respect of which para- 
graph (i) applies, the reference in this definition 
to “commenced before the end of the particular 
taxation year or was completed no later than 60 
days after the end of that year” shall be read as a 
reference to “commenced before the end of 1987 
or was completed before July, 1988”, and 


(i) in respect of a film or tape acquired in 1987 or 
1988 that is included in paragraph (n) of Class 12 
in Schedule I and that is part of a series of films 
or tapes that includes another property included 
in that paragraph, the reference in this definition 
to “commenced before the end of the particular 
taxation year or was completed no later than 60 
days after the end of that year” shall be read as a 
reference to “completed before 1989”; 


of insurance, financing, brokerage, legal and 
accounting fees and similar amounts) was 


Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 
film: properties for minimum tax purposes; Reg. 1104(10) — Inter- 
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pretation; Reg. 7500 — “prescribed film production”. 


History: Para. (e) of “certified production” in subsec. 1104(2) 
amended. by P.C. 1994-1817, para. 62(b), November 1, 1994, Can- 
ada Gazette, Part II, November 30, 1994. 


That portion between paras. (g) and (h), and paras. (h) and (i), of 
“certified production” added by P.C. 1988-2795, s. 3, December 22, 
1988, Canada Gazette, Part II, January 18, 1989, applicable after 
1986. 


Cls. (b)(ii)(C) and (D) of the definition “certified production” and 
subparas. (b)(iii) and (iv) substituted by P.C. 1986-477, subsecs. 
2(3), (4), February 27, 1986, Canada Gazette, Part Il, March 19, 
1986, applicable in respect of a motion picture film or video tape, 
the principal photography or taping of which. commenced after 
1985. 


That portion of the definition “certified feature production” preced- 
ing para. (a) substituted by P.C. 1986-477, subsec. 2(2), February 
27, 1986, Canada Gazette, Part II, March 19, 1986, to inter alia 
change the definition from “certified feature production” to “certi- 
fied production”, applicable in respect of a motion picture film or 
video tape, the principal photography of which commenced after 
1985. 


Para. (d) of the definition “certified feature production” substituted 
by P.C. 1984-1062, subsec. 1(1), March 29, 1984, Canada Gazette, 
Part II, April 18, 1984, applicable in respect of property acquired 
after 1982. 


All that portion of subpara. (b)(ii) of the definition “certified feature 
production” preceding cl. (A) substituted by P.C. 1981-3478, De- 
cember 10, 1981, Canada Gazette, Part II, December 23, 1981, ap- 
plicable in respect of a motion picture film or video tape, the princi- 
pal photography or taping of which commenced after 1981. 


All that portion of the definition “certified feature production” pre- 
ceding para. (a), subpara. (b)(ii) preceding cl. (A), and para. (g) sub- 
stituted by P.C. 1980-3374, s. 2, December 11, 1980, Canada Ga- 
zette, Part II, December 24, 1980. 


All those portions of the definition “certified feature production” 
preceding para. (a) and following subpara. (b)(iv) substituted by 
P.C. 1978-3731, subsecs. 2(2), (3), December 14, 1978, Canada 
Gazette, Part Il, December 27, 1978, subsec. 2(2) effective in re- 
spect of 1978 et seg., subsec. 2(3) applicable in respect of property 
acquired after 1978. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Interpretation Bulletins: IT-441: CCA — - Certified feature pro- 
ductions and certified short productions. * 


“certified short production” — [Revoked] 


History: Definition “certified short production” revoked by P.C. 
1986-477, subsec. 2(1), February 27, 1986, Canada Gazette, Part I, 
March 19, 1986, applicable in respect of a motion picture film or 
video tape, the principal photography or taping of which com- 
menced after 1985. 


Para. (d) of the definition “certified short production” in subsec. 
1104(2) substituted by P.C. 1984-1062, subsec. 1(2), March 29, 
1984, Canada Gazette, Part II, April 18, 1984, applicable in respect 
of property acquired after 1982. 


All that portion of the definition “certified short production” in sub- 
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sec. 1104(2) preceding para. (a), and para. (g) substituted by P:C. 
1980-3374, s. 2, December 11, 1980, Canada Gazette, Part Il, De- 
cember 24, 1980. 


All those portions of the definition “certified short production” pre- 
ceding para. (a) and following subpara. (b)(ii) substituted by P.C. 
1978-3731, subsecs. 2(4), (5), December 14, 1978, Canada Gazette, 
Part II, December 27, 1978, subsec. 2(4) effective in respect of 1978 
et seq., subsec. 2(5) applicable i in respect of property acquired after 
ae 


“computer software” includes systems software 
and a right or licence to use computer software; 
History: “Computer software” added by P.C. 1983-3411, subsec. 


1(1), November 3, 1983, Canada’ Gazette, Part I], November 23, 
1983, effective May 26, 1976. 


Interpretation Bulletins: [T-283R2: CCARS Videotapes, video- 
tape cassettes, films, vee software and master recording 
media. 


“designated overburden removal cost” of a tax- 
payer means any cost incurred by him in respect of 
clearing or removing overburden from a mine in 
Canada owned or operated by him where the cost 


(a) was incurred after November 16, 1978 and 
before 1988, 


(b) was incurred after the mine came into produc- 
tion in reasonable commercial quantities, - 


(c) as of the end of the taxation year in which the 

cost. was incurred, has not been deducted by the 

taxpayer in computing his income, and 

(d) is not deductible, in whole or in part, by the 
- taxpayer in computing his income for a’taxation 

year subsequent to the taxation year in which the 

cost was incurred, other than by virtue of para- 
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graph 20(1)(a) of the Act; 


History: Para. (a) substituted by P.C. 1990-2780, subsec. 1(1), De- 
cember 20, 1990, Canada Gazette, Part II, January 16, 1991, appli- 
cable to 1988 et seq. 


“Designated overburden removal cost” added by P.C. 1979-1487, s. 
3, May 17, 1979, Canada Gazette, Part I, June 13, 1979, effective 
commencing November 17, 1978. 


“designated underground storage cost” of a tax- 
payer means any cost incurred by him after Decem- 
ber 11, 1979 in respect of developing a well, mine or 
other similar underground property for the storage in 
Canada of petroleum, natural gas or other related 
hydrocarbons; 

History: “Designated underground storage cost” added by P.C. 


1980-3279, s. 1, December 4, 1980, Canada Gazette, Part II, De- 
cember 24, 1980. 


“gas or oil well equipment” includes 


(a) equipment, structures and pipelines, other _ 


than a well casing, acquired to be used in a gas or 
oil field in the production therefrom of natural 
gas or crude oil, and 


(b) a pipeline acquired to be used solely for trans- 
mitting gas to a natural gas processing plant, 


but does not include 


(c) equipment or structures acquired for the refin- 
ing of oil or the processing of natural gas includ- 
ing the separation therefrom of liquid hydrocar- 
bons, sulphur or other joint nace or by- 
products, or 


(d) a pipeline for removal or for callceuon for 
immediate removal of natural gas or crude oil 
from a gas or oil field except a pipeline referred 
to in paragraph (b); 
Interpretation Bulletins: IT-476: CCA — Gas and oil. explora- 
tion and production equipment. 


“general-purpose electronic data processing 
equipment” means electronic equipment that, in its 
operation, requires an internally stored computer 
program that 


(a) is executed by the equipment, 
(b) can be altered by the user of the equipment, 


(c) instructs the equipment to read and select, al- 
ter or store data from an external medium such as 
a card, disk or tape, and 


(d) depends upon the characteristics of the data 
being processed to determine the sequence of its 
execution; 


“ore” includes ore from a mineral resource that has 
been processed to any stage that is prior to the prime 
metal stage or its equivalent; 
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“railway system” includes a railway owned or oper- 
ated by a common carrier, together with all build- 
ings, rolling stock, equipment and other properties 
pertaining thereto, but does. not include a tramway; 


“systems software” means a combination of com- 
puter programs and associated procedures, related 
technical documentation and data that 


(a) performs compilation, assembly, mapping, 
management or processing of other programs, 


(b) facilitates the functioning of a computer sys- 
tem by other programs, 


(c) provides service or utility ne ead hachs as 
media conversion, sorting, merging, system ac- 
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counting, performance measurement, system di- 
agnostics or programming aids, 


(d) provides general support functions such as 
data management, report generation or security 
control, or 


(e) provides general capability to meet wide- 
spread categories of problem solving or process- 
ing requirements where the specific attributes of 
the work to be performed are introduced mainly 
in the form of parameters, constants or 
descriptors rather than in program logic, 


and includes a right or licence to use such a combi- 
nation of computer programs and associated proce- 
dures, related technical documentation and data; 

History: All that portion of the definition “systems software” in 
subsec. 1104(2) following para. (d) substituted by P.C. 1983-3411, 


subsec. 1(2), November 3, 1983, Canada Gazette, Part Il, Novem- 
ber 23, 1983, effective May 26, 1976. 


“tar sands ore” means ore extracted, other than 
through a well, from a mineral resource that is a de- 
posit of bituminous sand, oil sand or oil shale; 


History: “Tar sands ore” added by P.C. 1985-465, February 14, 
1985, subsec. 2(1), Canada Gazette, Part Il, March 6, 1985, applica- 
ble to taxation years commencing after November 12, 1981, except 
that for the purpose of that part of para. 1100(1)(w) preceding sub- 
para. (i) thereof and that part of para. 1100(1)(x) preceding subpara. 
(i) thereof and for the purposes of determining the prescribed class 
in which depreciable property is to be included, the definition is not 
applicable with respect to depreciable property acquired in taxation 
years commencing before November 13, 1981. 


“telegraph system’’ includes the buildings, struc- 
tures, general plant and communication and other 
equipment pertaining thereto; 


“telephone system” includes the buildings, struc- 
tures, general plant and communication and other 
equipment pertaining thereto; 


“television commercial message” means a com- 
mercial message as defined in the Television Broad- 
casting Regulations, 1987 made under the Broad- 
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casting Act; 


History: The definition “television commercial message” amended 
by P.C. 1995-775, subsec. 2(2), May 16, 1995, Canada Gazette, 
Part II, May 31, 1995, applicable after January 8, 1987. 


“tramway or trolley bus system” includes the 
buildings, structures, rolling stock, general plant and 
equipment pertaining thereto and where buses other 
than trolley buses are operated in connection there- 
with includes the properties pertaining to those bus 
operations. 


(3) Except as otherwise provided in subsection (6), 
in this Part and Schedules II and V, 


‘industrial mineral mine” includes a peat bog or 
deposit of peat but does not include a mineral 
resource; 


“mineral” includes peat; 
“mining” includes the harvesting of peat. 


(4) [Revoked] 


History: Subsec. 1104(4) revoked. by P.C. 1979-2483, s. 3, Sep- 
tember 13, 1979, Canada Gazette, Part II, September 26, 1979, ap- 
plicable to 1978 et seq. 


(5) Mining — For the purposes of paragraphs 
1100(1)(w) to (ya), subsections 1101(4a) to (4d) and 
Classes 10 and 28 in Schedule II, “income from a 
mine’’, or any expression referring to income from a 
mine, includes income reasonably attributable to 


(a) the processing of 


(i) ore, other than iron ore or tar sands ore, 
from a mineral resource owned by the tax- 
payer to any stage that is not beyond the 
prime metal stage or its equivalent, 


(ii) iron ore from a mineral resource owned by 
the taxpayer to any stage that is not beyond 
the pellet stage or its equivalent, or 


(iii) tar sands ore from a mineral resource 
owned by the taxpayer to any stage that is not 
beyond the crude oil stage or its equivalent; 


(b) the production (other than production from a 
well) of crude oil from bituminous sand, oil sand 
or oil shale; or 


(c) the transportation of 
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(i) output, other than iron ore or tar sands ore, 
from a mineral resource owned by the tax- 
payer that has been processed by him to any 
stage that is not beyond the prime metal stage 
or its equivalent, 


(ii) iron ore from a mineral resource owned by 
the taxpayer that has been processed by him to 
any stage that is not beyond the pellet stage or 
its equivalent, or 


(iii) tar sands ore from a mineral resource 
owned by the taxpayer that has. been 
processed by him to any stage that is not be- 


yond the crude oil stage or its equivalent, 


to the extent that such transportation is effected 
through the use of property of the taxpayer that is 
included in Class 10 in Schedule II because of 
paragraph (m) thereof or that would be so in- 
cluded if that paragraph were read without refer- 
ence to subparagraph (v) thereof and if Class 41 
in Schedule II were read without the reference 
therein to that paragraph. 


Related Provisions: Reg. 1104(2) — “Ore”; Reg. 1104(3) — 
“Mineral”, “mining”; Reg. 1104(6.1) — Income from a mine ex- 
cludes income from services. 


History: That portion of subsec. 1104(5) preceding para. (a) and 
that portion of para. 1104(5)(c) following subpara. (iii) substituted 
by P.C. 1994-230, subsecs. 2(1) and (2), February 10, 1994, Canada 
Gazette, Part II, February 23, 1994; that portion preceding para. (a) 
applicable to property acquired after February 25, 1992, and that 
portion of para. (c) following subpara. (iii) applicable to 1988 et 
seq. 

That portion of subsec. 1104(5) preceding para. (a) substituted by 
P.C. 1989-2464, subsec. 5(1), December 14, 1989, Canada Gazette, 
Part II, January 3, 1990, applicable to 1988 et seq. 


Paras. 1104(5)(a) and (c) substituted by P.C. 1985- 465, February 
14, 1985, subsecs. 2(2) and (3), Canada Gazette, Part II, March 6, 
1985, applicable to taxation years commencing after November 12, 
1981, except that for the purpose of that part of para. 1100(1)(w) 
preceding subpara. (i) thereof and that part of para. 1100(1)(x) pre- 
ceding subpara. (i) thereof and for the purposes of determining the 
prescribed class in which depreciable property is to be included, pa- 
ras. 1104(5)(a) and (c) are not applicable with respect to depreciable 
property acquired in taxation years commencing before November 
1351981. 


Para. 1104(5)(b) substituted by P.C. 1980-1483, subsec. 1(1), June 


5, 1980, Canada Gazette, Part II, June 25, 1980, effective April 11, 
1978. 


Para. 1104(5)(c) added. by P.C. 1978-344, s. 3, February 9, 1978, 
Canada Gazette, Part II, February 22, 1978, effective after March 
31, 1977. 


Interpretation Bulletins: IT-469R: CCA — Earth-moving equip- 
ment; IT-492: CCA — Industrial mineral mines. 
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(6) For the purposes of Class 10 in Schedule II, 


(a) [“income from a mine”] — “income from 
a mine” includes income reasonably attributable 
to the processing of 


(i) ore, other than iron ore or tar sands ore, 
from a mineral resource not owned by the tax- 
payer to any stage that is not beyond the 
prime metal stage or its equivalent, 


(ii) iron ore from a mineral resource not 
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owned by the taxpayer to any stage that is not 
beyond the pellet stage or its equivalent, or 


(iii) tar sands ore from a mineral resource not 
owned by the taxpayer to any stage that is not 
beyond the crude oil stage or its equivalent, 
and 


(b) [‘mine”] — “mine” includes a well for the 
extraction of material from a deposit of calcium 
chloride, halite or sylvite. 


Related Provisions: Reg. 1104(6.1) — Income from a mine ex- 
cludes income from services. 
History: Para. 1104(6)(b) amended by P.C. 1996-495, subsec. 1(1), 
April 16, 1996, Canada Gazette, Part II, May 1, 1996, applicable to 
property acquired in taxation years that begin after 1984. 


That portion of subsec. 1104(6) preceding para. (a) substituted by 
P.C. 1994-230, subsec. 2(3), February 10, 1994, Canada Gazette, 
Part II, February 23, 1994, applicable to property acquired after 
February 25, 1992. 


That portion of subsec. 1104(6) preceding para. (a) substituted by 
P.C. 1989-2464, subsec. 5(2), December 14, 1989, Canada Gazette, 
Part II, January 3, 1990, applicable to 1988 et seq. 


Para. 1104(6)(a) substituted by P.C. 1985-465, February 14, 1985, 
subsec. 2(4), Canada Gazette, Part Il, March 6, 1985, applicable to 
taxation years commencing after November 12, 1981, except that 
for the purpose of that part of para. 1100(1)(w) preceding subpara. 
(i) thereof and that part of para. 1100(1)(x) preceding subpara. (i) 
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thereof and for the purposes of determining the prescribed class in 
which-depreciable property is to be included} para: .1104(6)(a) is not 
applicable with respect to depreciable property acquired in taxation 
years commencing before November 13, 1981. 


Para. 1104(6)(b) substituted by P.C. 1980-1483, subsec. ‘1(2), June 
5, 1980, Canada Gazette, Part Il; June.25, 1980, effective he 1s 
1978. 


Interpretation Bulletins: IT 469R: “CCA. — Earth- soving 
equipment. 


(6. 1) [“Income one a mine"] — Notwithstan 
ing subsections (5) and (6), 
(a) for the purposes of paragraphs 1100(1)(w) to 
(ya), subsections 1101(4a) to (4d) and Class 28 in 
Schedule II, “income from a*mine”, or any ex- 
pression referring to a. taxpayer’ S income from a 
mine, does not include i income that can reasona- 
bly be attributed to a service rendered by the tax- 
payer, and 


(b) for the. purpose of Class 10 in Schedule II, : 


“income from a mine” does not include income 
that can reasonably be attributed to a service ren- 
dered by the taxpayer other than the processing of 
ore 
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Related Provisions: Reg. a oe of “coal mine 


operator”. 


History: Subsec, 1104(6.1) added by P.C. 1996-1488, s. 1, Septem- 
ber 24, 1996, Canada Gazette, Part II, October 16, 1996, pes 


_ to taxation years that begin after March 6, 1996. 


(7) For the purposes of ‘paragraphs H00(1)Cw) t to 
(ya), subsections 1101(4a) to (4d) and 1102(8) and 
(9) and Classes 12 and 28 in Schedule II, 


(a) “mine” includes a well for the extraction of 
material from a deposit of calcitum chloride, ha- 
lite or sylvite, but does not include any oil well or 
gas well, sand pit, gravel pit, clay. pit, shale. pit, 
peat bog, deposit of peat or stone quarry (other 

than a deposit of bituminous sand, oil sand or oil 
shale or a kaolin pit); and 


(b) all wells of a taxpayer for the extraction of 

‘material from one or more deposits of calcium 

chloride, halite or sylvite, the material produced 

from which i is sent to the same plant for process- 

ing, shall be deemed to be one mine of the 
taxpayer. 
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Related Provisions: Reg. 1104(8) — “Stone quarry”. 


History: Paras. 1104(7)(a) and (b) amended by P.C. 1996-494, sub- 
sec. 1(2), April 16, 1996, Canada Gazette, Part II, May 1, 1996, 
applicable to property acquired in taxation years that begin after 
1984 except that para. 1104(7)(a) shall be read without reference to 
the expression “or a kaolin pit” in respect of taxation years that end 
before 1988. 


That portion of subsec. 1104(7) preceding para. (a) substituted by 
P.C. 1994-230, subsec. 2(4), February 10, 1994, Canada Gazette, 
Part II, February 23, 1994, applicable to 1988 ef seq. 


Para. 1104(7)(a) substituted by P.C. 1990-2780, subsec. 1(2), De- 
cember 20, 1990, Canada Gazette, Part II, January 16, 1991, appli- 
cable to 1988 et seq. 


That portion of subsec. 1104(7) preceding para. (a) substituted by 
P.C. 1989-2464, subsec. 5(3), December 14, 1989, Canada Gazette, 
Part II, January 3, 1990, applicable to 1988 et seq. 


Paras. 1104(7)(a), (b) substituted by P.C. 1980-1483, subsec. 1(3), 
June 5, 1980, Canada Gazette, Part II, June 25, 1980, effective 
April 11, 1978. 


(8) For the purposes of subsection (7), “stone 
quarry” includes a mine producing dimension stone 
or crushed rock for use as aggregates or for other 
construction purposes. 


(9) Manufacturing or processing — For the 
purposes of Class 29 in Schedule II, “manufacturing 
or processing” does not include 
(a) farming or fishing; 
(b) logging; ; 
(c) construction; 
(d) operating an oil or gas well or extracting pe- 
troleum or natural gas from a natural accumula- 
tion thereof; 
(e) extracting minerals from a mineral resource; 
(f) processing of 
(i) ore, other than iron ore or tar sands ore, 
from a mineral resource to any stage that is 
not beyond the prime metal stage or its 
equivalent, 
(ii) iron ore from a mineral resource to any 


stage that is not beyond the pellet stage or its 
equivalent, or 
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(iii) tar sands ore from a mineral resource to 
any stage that is not beyond the crude oil 
stage or its equivalent; 


(g) producing industrial minerals other than 
sulphur produced by processing natural gas; 


(h) producing or processing electrical energy or 
steam, for sale; 

(i) processing gas, if such gas is processed as part 
of the business of selling or distributing gas in the 
course of operating a public utility; or 


(j) processing in Canada of heavy crude oil re- 
covered from a natural reservoir in Canada to a 
stage that is not beyond the crude oil stage or its 
equivalent. 
Related Provisions: ITA 125.1(3) — Definition of “manufactur- 
ing or processing” for M&P credit purposes. 
History: That portion of subsec. 1104(9) preceding para. (a) substi- 
tuted by P.C. 1994-230, subsec. 2(5), February 10, 1994, Canada 
Gazette, Part II, February 23, 1994, applicable to property acquired 
after February 25, 1992. 
Para. 1104(9)(d) substituted by P.C. 1990-2780, subsec. 1(3), De- 
cember 20, 1990, Canada Gazette, Part II, January 16, 1991, appli- 
cable to taxation years ending after March 1985. 
That portion of subsec. 1104(9) preceding para. (a) substituted by 
P.C. 1989-2464, subsec. 5(4), December 14, 1989, Canada Gazette, 
Part II, January 3, 1990, applicable to 1988 ef seq. 
Para. 1104(9)(f) substituted by P.C. 1985-465, February 14, 1985, 
subsec. 2(5), Canada Gazette, Part II, March 6, 1985, applicable to 
taxation years commencing after November 12, 1981, except that 
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for the purpose of that part of para. 1100(1)(w) preceding subpara. 
(i) thereof and that part of para. 1100(1)(x) preceding subpara. (i) 
thereof and for the purposes of determining the prescribed class in 
which depreciable property is to be included, para. 1104(9)(f) is not 
applicable with respect to depreciable property acquired in taxation 
years commencing before November 13, 1981. 


Para. 1104(9)(j) added by P.C. 1981-3329, s. 1, November 26, 
1981, Canada Gazette, Part II, December 9, 1981, applicable in re- 
spect of 1981 ef seq. 


Para. 1104(9)(g) substituted by P.C. 1978-1849, s. 2, June 8, 1978, 
Canada Gazette, Part II, June 28, 1978, applicable after March 31, 
1977 with respect to property acquired by a taxpayer after that date 
or property completed by a taxpayer after that date, where the prop- 
erty was manufactured by the taxpayer. 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
411R: Meaning of “construction”. . 


(10) Certified films and video tapes — For the 
purposes of subsection 1100(21) and the definitions 
“certified feature film” and “certified production” in 
subsection (2), 


_(a) “Canadian” means an individual who was, at 
_all relevant times, 


(i) a Canadian citizen as defined in the Citi- 
zenship Act, or 


(ii) a permanent resident within the meaning 
of the Immigration Act, 1976; 


(b) a motion picture film or video tape that has 
been certified by 


(i) the Secretary of State, or 
(ii) the Minister of Communications 


as a certified feature film or certified production, 
as the case may be, may have its certification re- 
voked by the Minister of Communications where 
an incorrect statement was made in the furnishing 
of information for the purpose of obtaining that 
certification and a certification that has been so 
revoked is void from the time of its issue; 


(c) “remuneration”? does not include an amount 
determined by reference to the amount of income 
from a motion picture film or video tape; 


(c.1) “revenue guarantee’ means a contract or 
other arrangement under the terms of which a 
taxpayer has a right to receive a minimum rental 
revenue or other fixed revenue in respect of a 
right to the use, in any manner whatever, of a cer- 
tified feature film or certified production; 


(c.2) a screenwriter shall be deemed to be an indi- 
vidual who is a Canadian where 


(i) each individual involved in the preparation 

of the screenplay is a Canadian, or 

(ii) the principal screenwriter is an individual 

who is a Canadian and 
(A) the screenplay for the motion picture 
film or video tape is based upon a work 
authored by a Canadian, 


(B) copyright in the work subsists in Can- 
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ada, and 
(C) the work is published in Canada; 


(d) “unit of production” means a measure used by 
the Minister of Communications in determining 
the weight to be given for each individual Cana- 
dian referred to in subparagraph (b)(ii) of the def- 
inition “certified production” in subsection (2) 
who provides services in respect of a motion pic- 
ture film or video tape; and 


(¢) where each individual who performed a ser- 
vice in respect of a motion picture film or video 
tape as the ; 


(i) director, 
(11) screenwriter, 


(ili) actor or actress in respect of whose ser- 
vices for the film or tape the highest remuner- 
ation was paid or payable, 


(iv) actor or actress in respect of whose ser- 

vices for the film or tape the second highest 

remuneration was paid or payable, 

(v) art director, 

(vi) director of photography, 

(vii) music composer, or 

(vii) picture editor 
was a Canadian, the Minister of Communications 
shall be deemed to have allotted six units of pro- 
duction in respect of the film or tape for the pur- 
poses of the definition “certified production” in 
subsection (2). 

History: Subpara. 1104(10)(a)Gi) substituted by P.C. 1986-477, 


subsec. 2(6), February 27, 1986, Canada Gazette, Part II, March 19, 
1986, applicable to 1982 er seq. 


Subsec. 1104(10) amended by P.C. 1986-477, subsec. 2(5), Febru- 
ary 27, 1986, Canada Gazette, Part II, March 19, 1986, to substitute 
“certified production” for “certified feature production” and to de- 
lete “certified short production”, with such grammatical modifica- 


’ tions as the circumstances required, applicable in respect of a mo- 


tion picture film or video tape, the principal photography or taping 
of which commenced after 1985. 


Paras. 1104(10)(a) substituted, (c.2), (e) added by P.C. 1981-3478, 
December 10, 1981, Canada Gazette, December 23, 1981, applica- 
ble in respect of a motion picture film or video tape, the principal 
photography or taping of which commenced after 1981. 


Paras. 1104(10)(b) and (d) substituted by P.C. 1980-3374, s. 2, De- 
cember 11, 1980, Canada Gazette, Part II; December 24, 1980. 


That portion of subsec. 1104(10) preceding para. (a) substituted, 
para. (c.1) added by P.C. 1978-3731, s. 3, December 14, 1978, Can- 
ada Gazette, Part Il, December 27, 1978, applicable in respect of 
property acquired after 1978. 


1995, c. 11: S. 46 of 1995, c. 11, in force July. 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
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the Minister of Canadian Heritage. 


(11) Certified Class 34 properties — For the 
purposes of paragraph (h) of Class 34 in Schedule II, 
a certificate issued under 


(a) subparagraph (d)(i) of that class may be re- 
voked by the Minister of Industry, Trade and 
Commerce, or 

(b) subparagraph (d)(ii) or paragraph (g) of that 
class, as the case may be, may be revoked by the 
Minister of Energy, Mines and Resources 


where 


(c) an incorrect statement was made in the fur- 
nishing of information for the purpose of ob- 
taining the certificate, or 


(d) the taxpayer does not conform to the plan de- 
scribed in subparagraph (d)(i) or (d)(ii) of that 
class, as the case may be, 

and a certificate that has been so revoked shall be 

void from the time of its issue. 

History: Subsec. 1104(11) substituted by P.C. 1980-3323, s. 1, De- 


cember 9, 1980, Canada Gazette, Part II, December 24, 1980, effec- 
tive December 11, 1979. 


(12) Amusement parks — For the purposes of 
Class 37 in Schedule II, “amusement park’’ means a 
park open to the public where amusements, rides and 
audio-visual attractions are permanently situated. 


History: Subsec. 1104(12) added by P.C. 1982-599, s. 4, February 
25, 1982, Canada Gazette, Part Il, March 10, 1982. 


we ib 
pean 


“eligible sewage treat 
age treatment facility situat 


2104 


Div. VI — Certificates Issued by Minister Reg. 1106(1) exc 


Related Provisions: ITA 20(1.1) — Definitions in ITA 13(21) 
apply to regulations. 


Selected Cases [Reg. 1104]: Brydges vy. Canada, [1996] 1 
CEC. 2851 (TCC) (Certification cannot be subsequently revoked). 


Division Vi — Classes Prescribed 


1105. The classes of property provided in this Part 
and in Schedule II are hereby Sa en for the pur- 
poses of the Act. 


History: S. 1105 amended by P.C. 1996-571, s. 1, April 23, 1996, 
Canada Gazette, Part II, May 1, 1996, applicable to taxation years 
that end after February 21, 1994. 


S. 1105 substituted by P.C. 1982-599, s. 5, February 25, 1982, Can- 
ada Gazette, Part II, applicable to taxation years ending after De- 
cember 11, 1979. 


Division Vil — Certificates Issued 
by Minister of Supply and 
Services [Repealed] 


2105 


Reg. 1106(1) exe Income Tax Regulations, Part XI 


2106 


Div. VII — Certificates Issued by Minister Reg. 1106(5)(c)(ii)(A) 


2107 


Reg. 1106(5)(c)(ii)(A) 


History: Division VII (s. 1106) repealed by P.C. 1995-775, s. 3, 
May 16, 1995, Canada Gazette, Part Il, May 31, 1995, applicable to 
property acquired on or after May 31, 1995. 


Part xll— Resource and 
Processing Allowances 


History: Part XII amended by P.C. 1985-2277, s. 2, July 24, 1985, 
Canada Gazette, Part II, to substitute “predecessor” wherever 
“predecessor corporation” appeared, applicable to taxation years 
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ending after April 19, 1983. 


Part XII was consolidated by the Consolidated Regulations of Can- 
ada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


1200. For the purposes of section 65 of the Act, there 
may be deducted in computing the income of a tax- 
payer for a taxation year such of the amounts deter- 
mined in accordance with sections 1201 to 1209 and 
1212 as are applicable. 

History: S. 1200 substituted by P.C. 1979-649, s. 1, March 8, 1979. 


Canada Gazette, Part Il, March 28, 1979, effective for taxation 
years ending after April 10, 1978. 


1201. Earned depletion allowances — In com- 
puting a taxpayer’s income for a taxation year there 
may be deducted such amount as he may claim not 
exceeding the lesser of 


(a) the aggregate of 


(i) 25 per cent of the amount, if any, by which 
the taxpayer’s resource profits for the year ex- 
ceed four times the aggregate of amounts, if 
any, deducted under subsection 1202(2) (other 
than that portion of such amounts that may 
reasonably be considered to have been de- 
ducted by reason of subparagraph (b)(ii) 
thereof) in computing the taxpayer’s income 
for the year, and 


(ii) the amount, if any, by which the aggregate 
of amounts included in computing the tax- 
payer’s income for the year under paragraphs 
59(3.3)(a) and (b) of the Act exceeds the ag- 
gregate of amounts, if any, that may reasona- 
bly be considered to have been deducted 
under subsection 1202(2) by reason of subpar- 
agraph (b)(ii) thereof in computing the tax- 
payer’s income for the year; and 
(b) the aggregate of 


(i) the taxpayer’s earned depletion base as of 
the end of the year, and 
(ii) the amount, if any, by which 
(A) the aggregate determined under para- 
graph 1202(4)(a) in respect of the taxpayer 
for the year 
exceeds 
(B) the amount, if any, by which 
(I) the aggregate of all amounts that 
would be determined under paragraphs 
1205(1)(e) to (k) 
exceeds 


(Il) 33 3 per cent of the aggregate of 

all amounts that would be determined 

under paragraphs 1205(1)(a) to (d.2) 
in computing the taxpayer’s earned deple- 
tion base as of the end of the year. 


History: Paras. 1201(a), (b) substituted by P.C. 1990-2780, s. 2, 
December 20, 1990, Canada Gazette, Part I, January 16, 1991, ap- 


2108 


Part XII — Resource and Processing Allowances 


plicable to taxation years ending after February 17, 1987. 


Para. 1201(a) substituted by P.C. 1981-3329, s. 2, November 26, 
1981, Canada Gazette, Part II, December 9, 1981, applicable in re- 
spect of taxation years ending after December 11, 1979. 


All that portion of s. 1201 preceding para. (b) substituted by P.C. 
1978-1849, s. 3, June 8, 1978, Canada Gazette, Part II, June 28, 
1978, applicable to taxation years ending after May 6, 1974. 


1202. (1) For the purposes of computing the earned 
depletion base of a corporation, control of which has 
been acquired under circumstances described in sub- 
section 66(11) of the Act, the amount by which the 
earned depletion base of the corporation at the time 
referred to in that subsection exceeds the aggregate 
of amounts otherwise deducted under section 1201 
in computing its income for taxation years ending af- 
ter that time and before control was so acquired shall 
be deemed to have been deducted under section 1201 
by the corporation in computing its income for taxa- 
tion years ending before such acquisition of control. 


(2) Subject to subsections (5) and (6), where after 
November 7, 1969 a corporation (in this subsection 
referred to as the “successor”) acquired a particular 
property (whether by way of a purchase, amalgama- 
tion, merger, winding-up or otherwise), there may be 
deducted by the successor in computing its income 
for a taxation year an amount not exceeding the ag- 
gregate of all amounts each of which is an amount 
determined in respect of.an original owner of the 
particular property that is the lesser of 


(a) the earned depletion base of the original 
Owner immediately after the original owner dis- 
posed of the particular property (determined as if, 
in the case of a disposition after April 28, 1978 as 
a result of an amalgamation described in section 
87 of the Act, the original owner existed after the 
time of disposition and no property was acquired 
or disposed of in the course of the amalgamation) 
to the extent of the amount thereof that was not 


(i) deducted by the original owner or any 
predecessor owner of the particular property 
in computing income for any taxation year, 


(ii) deducted by the successor in computing 
income for a preceding taxation year, or 


(iii) otherwise deducted by the successor in 
computing income for the taxation year, and 


(b) the amount, if any, by which the aggregate of 


(i) 25 per cent of the part of the successor’s 
income for the year that may reasonably be re- 
garded as attributable to 


(A) the amount included in computing its 
income for the year under paragraph 
59(3.2)(c) of the Act that may reasonably 
be regarded as attributable to the disposi- 
tion by it in the year or a preceding taxa- 
tion year of any interest in or right to the 
particular property, to the extent that the 
proceeds of the disposition have not been 


2109 


Reg. 1202(2)(b)(iii)(C) 


included in determining an amount under 
this clause, paragraph (7)(g), clause 
29(25)(d)Gi)(A) of the Income Tax Appli- 
cation Rules, clause 66.7(1)(b)(i)(A) or 
(3)(b)G)(A) of the Act or paragraph 
66.7(10)(g) of the Act for a preceding tax- 
ation year, 


(B) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner, if any, of the particular 
property, 

(C) production from the particular prop- 
erty, or 


(D) such processing as is described in sub- 
paragraph 1204(1)(b)(iii), (iv) or (v) with 
the particular property 


computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 
tion Rules or under sections 65 to 66.7 of the 
Act and as if that income did not include any 
portion thereof designated under. clause 
66.7(2)(b)Gi)(A) of the Act, 


(ii) the aggregate of all amounts each of which 
is a particular amount included in its income 
for the year under paragraph 59(3.3)(a) or (b) 
of the Act in respect of an amount added in 
computing the earned depletion base of the 


original owner, and 


(iii) where the successor, the original owner or 
a predecessor owner of the particular property 
received in the year or in the year became en- 
titled to receive, or in a subsequent year be- 
comes entitled to receive an amount of assis- 
tance or benefit 


(A) in respect of Canadian exploration ex- 
penses or Canadian development expenses, 
or 


(B) that may reasonably be related to Ca- 
nadian exploration activities or Canadian 
development activities, 


by way of a grant, subsidy, rebate, forgivable 
loan, deduction from royalty or tax, rebate of 
royalty or tax, investment allowance or any 
other form of assistance or benefit, 33'/3 per 
cent of the aggregate of all amounts each of 
which is in respect of such.a particular amount 
of assistance or benefit and equal to 


(C) the stated percentage (determined, in 
respect of an amount of Canadian explora- 
tion expense or Canadian development ex- 
pense added in computing the earned de- 
pletion base of the original owner by 
reason of subparagraph 1205(1)(a)(ii) or 
clause 1205(1)(a)(vi)(B) or (B.1), for the 
calendar year in which the original owner 
incurred the expense) of the particular 
amount of the assistance or benefit (other 
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than an amount in respect of which an 
amount was added in computing an 
amount under this subparagraph for a pre- 
ceding taxation year), where the particular 
amount of the assistance or benefit was in 
respect of the amount of that expense, or 


(D) the specified percentage (determined, 
in respect of an amount of Canadian oil 
and gas exploration expense added in com- 
puting the earned depletion base of the 
original owner by reason of subparagraph 
1205(1)(a)(v) or clause 1205(1)(a)(vi)(A), 
for the calendar year in which the original 
owner incurred the expense) of the particu- 
lar amount of the assistance or benefit 
(other than an amount in respect of which 
an amount was added in computing an 
amount under this subparagraph for a pre- 
ceding taxation year), where the particular 
amount of the assistance or benefit was in 
respect of the amount of that expense 


exceeds the aggregate of all other amounts de- 
ducted under this subsection, subsections 66.7(1), 
(3), (4) or (5) of the Act or subsection 29(25) of 
the Income Tax Application Rules for the year 
that may reasonably be regarded as attributable to 
those parts of the successor’s income for the year 
described in subparagraph (i) or (ii) or to the 
amount determined in respect of the successor for 
the year under subparagraph (iii). 


(3) Where in a taxation year ending after February 
17, 1987 an original owner of a property disposes of 
the property in circumstances in which subsection 
(2) applies, 
(a) the amount of the earned depletion base of the 
original owner determined immediately after the 
time of that disposition shall be deducted in de- 
termining the earned depletion base of the origi- 


nal owner at any time after the time that is imme- | 


diately after the disposition; 


(b) for the purposes of paragraph (2)(a), the 
earned depletion base of the original owner deter- 
mined immediately after the original owner dis- 
posed of the property that was deducted in com- 
puting the original owner’s income for the year 
shall be deemed to be equal to the lesser of 


(i) the amount deducted in respect of the dis- 
position under paragraph (a), and 
(ii) the amount, if any, by which 

(A) the specified amount determined under 


subsection (4) in respect of the original 
owner for the year 


exceeds 


(B) the aggregate of all amounts each of 
which is an amount determined under this 
paragraph in respect of any disposition 
made by the original owner before the dis- 
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position and in the year; and 


(c) for greater certainty, any amount (other than 
the amount determined under paragraph (b)) that 
was deducted under section 1201 by the original 
owner for the year or a subsequent taxation year 
shall, for the purposes of paragraph (2)(a), be 
deemed not to be in respect of the earned deple- 
tion base of the original owner determined imme- 
diately after the original owner disposed of the 
particular property. 


(4) Where in a taxation year ending after February 
17, 1987 an original owner of a property disposes of 
the property in circumstances in which subsection 
(2) applies, the lesser of 


(a) the total of all amounts each of which is the 
amount, if any, by which 


(i) an amount deducted under paragraph (3)(a) 
in respect of such a disposition in the year by 
the original owner 


exceeds 


(ii) the amount, if any, designated by the orig- 
inal owner in a prescribed form filed with the 
Minister within six months after the end of the 
year in respect of the amount determined 
under subparagraph (i), and 


(b) the amount, if any, deducted under section 
1201 in’ computing the income of the original 
owner for the taxation year . 
is the specified amount in respect of the original 
owner for the year for the purposes of paragraphs 

(3)(b) and 1205(1)(d.2). 
Advance Tax Rulings: ATR-19: Earned depletion base and cu- 
mulative Canadian development expense. ~ 


(5) Subsections (2), 1203(3), 1207(7) and. 1212(4) do 
not apply 
(a) in respect of a property acquired by way of an 
amalgamation or winding-up to which section 
1214 applies; 


(b) to permit, in respect of the acquisition by a 
corporation before February 18, 1987 of a prop- 
erty, a deduction by the corporation of an amount 
that the corporation would not have been entitled 
to deduct under this Part, if this Part, as it read in 
its application to taxation years ending before 
February 18, 1987, applied to taxation years end- 
ing after February 17, 1987; or 


(c) in respect of a property acquired at any time 
after July 19, 1985, by purchase, amalgamation, 
merger, winding-up or otherwise, from a person 
who is exempt from tax under Part I of the Act on 
that person’s taxable income (other than a corpo- 
ration that is referred to in paragraph 149(1)(d) of 
the Act and that is a principal-business corpora- 
tion), except where the property was acquired 

before 1987 pursuant to an agreement in writing 
made before July 20, 1985. ) 
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subparagraph (b)(ii) applies) and it has filed an 
election in the form: prescribed for the purposes 
of paragraph 66.7(7)(c) of the Act with the Min- 
ister on or before the day on or before which the 
corporation is required to file a return of income 
pursuant to section 150 of the Act for its taxation 
year in which it acquired the particular property; 
(e) where it acquired the particular, property 
(other than by means of an amalgamation or 
winding-up or in circumstances in which subpar- 
agraph (b)(ii) applies) in a taxation year ending 
after February 17, 1987 and it and the person 
from whom it acquired the particular’ property 
have filed a joint election in the form prescribed 
for the purposes of paragraph 66.7(7)(e) of’ the 
Act with the Minister on or before the earlier of 
the days on or before which either of them is re- 
quired to file a return of income pursuant to sec- 
tion 150 of the Act in respect of their respective 
taxation years that include the time of acquisition 
of the particular property; and 


(f) where it acquired (other than by way of an 
amalgamation or winding-up) the particular prop- 
erty in circumstances in which subparagraph 
(b)(@i) applies and it and the person from whom it 


Pe 3 acquired the particular property agree to have 
(6) Subsections (2), 1203(3), 1207(7) and 1212(4) peda iies (2). 1203(3), 12077) ie 1212(4), as 


apply only to a corporation that has acquired a par- the case may be, apply to them and notify the 
ticular property Minister in writing of the agreement in. their re- 


(a) where it. acquired the particular property in a turns of income under, Part I of the Act for their 
taxation year commencing before 1985. and, at respective taxation years that include the time of 
the time it acquired the particular property, the acquisition of the particular property. 


corporation acquired the specified property of the 
pees fon ae it sear fet ae (7) Where at any time after November 12, 1981 
property; (a) control of a corporation is considered for the 
3 purposes. of subsection.66.7(10) of the Act to 
have been acquired by a person or group of per- 
sons, OF. 


(b) where it acquired the particular property from 
a person in a taxation year commencing after 
1984 and, at the time it acquired the particular 
property, the corporation acquired — (b) a corporation ceases to be exempt from tax 


(i) all or substantially all of the Canadian re- under Part I of the Act on its taxable income, 


source properties of that person, or for the purposes of section 1201, this section and 
section 1205, 


(c)'the corporation shall be deemed after that time 
to be a successor (within the meaning assigned by 
subsection (2)) that had, at that time, acquired all 
the properties owned by the corporation immedi- 
ately before that time from an original owner 


(ii) where subparagraph (i) does not apply, the 
‘specified property of the person; 


(c) where it acquired (other than in circumstances 
in which subparagraph (b)(ii) applies) the particu- 
lar property after November 16, 1978 and in a 
taxation year ending before February 18, 1987 by 


; thereof; 

any means other than by way of an amalgamation oe 

or winding-up and it and the person from whom (d) a joint election shall be deemed to have been 
it acquired the particular property have filed with filed in accordance with subsection (6) in respect 
the Minister a joint election under and in accor- of the acquisition; : 

dance with any of subsections 66(6), 66.1(4), ~ (e) the earned depletion base of the corporation 
66.1(5), 66.2(3), 66.2(4), 66.4(3), and 66.4(4) of immediately before that time shall be deemed not 
the Act as those subsections read in their applica- to be the earned depletion base of the corporation 
tion to that year; immediately after that time but to be the earned 


depletion base of the original owner immediately 


d) where it ired the particul rty aft 
(d) where it acquired the particular property after eer har Gine: 


June 5, 1987 by way of an amalgamation or 
winding-up (other than in circumstances in which (f) [Revoked] 


2111 


Reg. 1202(7)(g) 


(g) where the corporation (in this paragraph re- 
ferred to as the “transferee’”) was, immediately 
before and at that time, 


(i) a parent corporation (within the meaning 
assigned by subsection 87(1.4) of the Act), or 


(ii) a subsidiary wholly-owned corporation 
(within the meaning assigned by subsection 
87(1.4) of the Act) 


of a particular corporation (in this paragraph re- 
ferred to as the “‘transferor’’), if both corporations 
agree to have this paragraph apply to them in re- 
spect of a taxation year of the transferor ending 
after that time and notify the Minister in writing 
of the agreement in the return of income under 
Part I of the Act of the transferor for that year, the 
transferor may, if throughout that year the trans- 
feree was such a parent corporation or subsidiary 
wholly-owned corporation of the transferor, des- 
ignate in favour of the transferee, in respect of 
that year, for the purpose of making a deduction 
under subsection (2) in respect of expenditures 
incurred by the transferee before that time and 
when it was such a parent corporation or subsidi- 
ary wholly-owned corporation of the transferor, 
an amount not exceeding such portion of the 
amount that would be its income for the year, if 
no deductions were allowed under any of section 
29 of the Income Tax Application Rules and sec- 
tions 65 to 66.7 of the Act, [as] may reasonably 
be regarded as being attributable to 


(iii) the production from Canadian resource 
properties owned by the transferor immedi- 
ately before that time, 


(iv) the disposition in the year of any Cana- 
dian resource properties owned by the trans- 
feror immediately before that time, and 


(v) such processing as is described in subpara- 
graph 1204(1)(b)(iii), (iv), or (v) with prop- 
erty owned by the transferor immediately 
before that time 


to the extent that such portion of the amount so 
designated is not designated under this paragraph 
in favour of any other taxpayer or under para- 
graph 66.7(10)(g) of the Act in favour of any tax- 
payer, and the amount so designated shall be 
deemed, for the purposes of determining the 
amount under subsection (2), 


(vi) to be income from the sources described 
in subparagraph (iii), (iv) or (v), as the case 
may be, of the transferee for its taxation year 
in which that taxation year of the transferor 
ends, and 


(vii) not to be income from the sources de- 
scribed in subparagraph (iii), (iv) or (v), as the 
case may be, of the transferor for that year; 


(h) where, immediately before and at that time, 
the corporation (in this paragraph referred to as 
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the “transferee”) and another corporation (in this 
paragraph referred to as the “transferor”) were 
both subsidiary wholly-owned corporations 
(within the meaning assigned by subsection 
87(1.4) of the Act) of a particular parent corpora- 
tion (within the meaning assigned by subsection 
87(1.4) of the Act), if the transferee and the trans- 
feror agree to have this paragraph apply to them 
in respect of a taxation year of the transferor end- 
ing after that time and notify the Minister in writ- 
ing of the agreement in the return of income 
under Part I of the Act of the transferor for that 
year, paragraph (g) shall apply for that year to the 
transferee and transferor as though one were the 
parent corporation (within the meaning assigned 
by subsection 87(1.4) of the Act) of the other; 
and 


(i) where that time is after January 15, 1987 and 

at that time the corporation was a member of a 

partnership that owned a property at that time, 
(i) for the purposes of paragraph (c), the cor- 
poration shall be deemed to have owned im- 
mediately before that time that portion of the 
property owned by the partnership at that time 
that is equal to its percentage share of the ag- 
gregate of amounts that would be paid to all 
members of the partnership if it were wound 
up at that time, and 


(ii) for the purposes of clauses (2)(b)(i)(C) 
and (D) for a taxation year ending after that 
time, the lesser of 


(A) its share of the part of the income of 
the partnership for the fiscal period of the 
partnership ending in the year that may 
reasonably be regarded as being attributa- 
ble to the production from the property or 
to such processing as is described in sub- 
paragraph 1204(1)(b)(iii), (iv) or (v) with 
the property, and 
(B) an amount that would be determined 
under clause (A) for the year if its share of 
the income of the partnership for the fiscal 
year of the partnership were determined on 
the basis of the percentage share referred 
to in subparagraph (i) 
shall be deemed to be income of the corpora- 
tion for the year that may reasonably be attrib- 
utable to production from the property or to 
such processing as is described in subpara- 
graph 1204(1)(b)(iii), (iv) or (v) with the 
property. 


(8) For the purposes of subsections (1) and (7), 
where a corporation acquired control of another cor- 
poration after November 12, 1981 and before 1983 
by reason of the acquisition of shares of the other 
corporation pursuant to an agreement in writing con- 
cluded on or before November 12, 1981, the corpo- 
ration shall be deemed to have acquired such control 
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on or before November 12, 1981. 


(9) Where, at any time, 


(a) control of a taxpayer that is a corporation has 
been acquired by a person or group of persons, 


(b) a taxpayer has disposed of all or substantially 
all of the taxpayer’s Canadian resource proper- 
ties, or 


(c) a taxpayer has disposed of the specified prop- 
erty of the taxpayer, 


and, before that time, the taxpayer or a partnership of 
which the taxpayer was a member acquired a prop- 
erty and it may reasonably be considered that one of 
the main purposes of the acquisition was to avoid 
any limitation provided in subsection (2) on the de- 
duction in respect of the earned depletion base of the 
taxpayer or of a corporation referred to as a trans- 
feree in paragraph (7)(g) or (h), the taxpayer or the 
partnership, as the case may be, shall be déemed, for 
the purposes of applying subsection (2) to or in re- 
spect of the taxpayer, not to have acquired the 


property. 


(10) Where in a particular taxation year a predeces- 
sor owner of a property disposes of it to a corpora- 
tion in circumstances in which subsection (2) ap- 
plies, for the purposes of applying subsection (2) to 
the predecessor owner for a taxation year ending af- 
ter February 17, 1987 in respect of its acquisition of 


the property, the predecessor owner shall be deemed, | 


after the disposition, never to have acquired the 
property except for the purposes of making a deduc- 
tion under subsection (2) for the particular year. 


(11) Where at any time a property is acquired by a 
person in circumstances in which subsection (2) does 
not apply, every person who was an original owner 
or predecessor owner of the property by reason of 
having disposed of the property before that time 


shall, for the purposes of applying this Part to or in ° 


respect of the person or any other person who after 
that time acquires the property, be deemed after that 
time not to be an original owner or predecessor 
owner of the property by reason of having disposed 
of the property before that time. 

History: Cl. 1202(2)(b)(i)(A) amended by P.C. 1994-1817, s. 48, 
November 1, 1994, Canada Gazette, Part II, November 30, 1994. 
That portion of subpara. 1202(2)(b)(i) following cl. (D) substituted, 
and para. 1202(7)(f) revoked, by P.C. 1993-415, subsecs. 1(1) and 


(3) March 9, 1993, Canada Gazette, Part Il, March 24, 1993, appli- 
cable to taxation years ending after February 17, 1987. 


Para. 1202(4)(a) substituted by subsec. 1(2) of the said P.C. 1993- 
415, applicable with respect to dispositions occurring in taxation 
years commencing after March 23, 1993; and with respect to a dis- 
position of a property made by a taxpayer in a taxation year com- 
mencing before March 24, 1993 and ending after February 17, 1987 
where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes the date of publication, acquired the 
property or any other property that was disposed of by the tax- 
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payer. in a taxation year ending after February 17, 1987 as part 
of a transaction or an event as a consequence of which that cor- 
poration was or, but for that subsection, would be ‘entitled to 
deduct an amount under subsec. 1202(2) in respect of an expen- 
diture of the taxpayer, / 


so elect by notice in writing filed with the Minister of National Rev- 
enue on or before the day that is 180 days after the end of the tax- 
payer’s taxation year that included March 24, 1993, and file waivers 
in the form and within the time referred to in subpara. 152(4)(a)(ii) 
of the Act in respect of taxation years commencing befote March 
24, 1993 with respect to the consequences of the election. And 
where a taxpayer has so elected in respect of a disposition, a form 
containing a designation under subpara. 1202(4)(a)(ii) shall be 
deemed to have been filed within the time required in that subpara- 
graph if it is filed with the Minister of. National Revenue on or 
before the day that is 180 days after the end of the taxpayer’s taxa- 
tion year that includes March 24, 1993. 


Subsecs. 1202(2) to (11) substituted for subsecs. (2) to (6) by P.C. 
1990-2780, s. 3, December 20, 1990, Canada Gazette, Part II, Janu- 
ary 16, 1991, applicable (except for cl. (2)(b)(i)(C) and subsec. (9)) 
to taxation years ending after February 17, 1987 except. that the 
Minister of National Revenue shall be deemed to have been notified 
in circumstances satisfying the condition in para. 1202(7)(g)or (h) if 
the Minister is notified in writing of the agreement referred to 
therein before July 16, 1991. 


Cl. 1202(2)(b)(i)(C) and subsec. 1202(9) are applicable to taxation 
years ending after February 17, 1987 except that with respect to 
property acquired before January 15, 1987, or acquired before 1988, 
where the person acquiring the property is considered for the pur- 
poses of section 66.7 of the Act to have been obliged on that date to 
acquire the property pursuant to the terms of an agreement in writ- 
ing entered into on or before that date, 


(a) cl. (2)(b)G)(C) shall be read as follows: 


“(C) where the particular property was an interest in or a 
right to take or remove petroleum or natural gas or a right 
to take or remove minerals from a property, the produc- 
tion from that property,”; and 


(b) subsec. (9) is not applicable. 


That portion of subsec. 1202(2) preceding para. (a) substituted by 
P.C. 1990-2256, subsec. 1(1), October 18, 1990, Canada Gazette, 
Part II, November 7, 1990, applicable in respect of taxation years 
commencing after 1984. 


Subsec. 1202(2.1) added by the said P.C. 1990-2256, subsec. 1(2), 
applicable in respect of taxation years commencing after 1984 ex- 
cept that the Minister of National Revenue shall be deemed to have 
been notified in circumstances satisfying the condition set out in 
para. (c) if the Minister is notified in writing of the agreement re- 
ferred to therein before May 7, 1991. 


That portion of subsec. 1202(3) preceding para. (a) substituted by 
the said P.C. 1990-2256, subsec. 1(3), applicable in respect of taxa- 
tion years commencing after 1984. 


Subsec. 1202(3.1) added by the said P.C. 1990-2256, subsec. 1(4), 
applicable in respect of taxation years commencing after 1984 ex- 
cept that the Minister of National Revenue shall be deemed to have 
been notified in circumstances satisfying the condition set out in 
para. (c) if the Minister is notified in writing of the agreement re- 
ferred to therein before May 7, 1991. 

Subsec. 1202(3.2) added by P.C. 1990-2256, subsec. 1(4), applica- 
ble to taxation years ending after July 19, 1985. 

Para. 1202(4)(e.1) added by the said P.C. 1990-2256, subsec. 1(5), 
applicable to 1985 et seg. except that where the Minister of National 
Revenue is notified in writing of the agreement referred to in the 
para. before May 7, 1991 the requirement in the para. with regard to 
notifying the Minister shall be deemed to have been satisfied. 
That portion of subsec. 1202(2) preceding para. (a) substituted by 
P.C. 1990-162, subsec. 1(1), February 1, 1990, Canada Gazette, 
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Part I, February 14, 1990, applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in taxation years commencing before 1985, the 
reference to “Canadian resource properties of the predecessor” shall 
be read as a reference to “property of the predecessor used by the 
predecessor in carrying on in Canada any of the businesses, de- 
scribed in any of subparagraphs 66(15)(h)(i) to (vil) of the Act as 
were carried on by the predecessor”. 


That portion of subsec. 1202(3) preceding para. (a) substituted by 
the said P.C. 1990-162, subsec. 1(2), applicable with respect to ac- 
quisitions occurring: after 1982 except that with respect to acquisi- 
tions occurring after 1982 and in taxation years commencing before 
1985, the reference to “Canadian resource properties of the first suc- 
cessor corporation” shall be read as a.reference to “property of the 
first successor corporation ‘used by it in carrying on in Canada such 
of the businesses described in any of subparagraphs 66(15)(h)(i) to 
(vii) of the Act as were carried on by it”. 


Para. 1202(4)(d) was substituted by the said P.C: 1990-162, subsec. 
1(3), applicable with respect to transactions occurring in taxation 
years commencing after 1984. 


Para. 1202(4)(f) substituted by subsec. 1(4) of the said P.C. 1990- 
162, applicable to taxation years ending after March 1985. 


That portion of subsec. 1202(5) preceding para. (a) substituted by 
the said P.C. 1990-162, subsec. 1(5), applicable with respect to ac- 
quisitions occurring after 1982 except that with respect to acquisi- 
tions occurring after 1982 and in taxation years commencing before 
1985, the reference to “Canadian resource properties of the prede- 
cessor” shall be read as a reference to “property of the predecessor 
used by the predecessor in carrying on in Canada any of the busi- 
nesses desctibed in any of subparagraphs 66(15)(h)(i) to (vil) of the 
Act as were carried on by the predecessor”, 


Cl. 1202(2)(a)(i)(A) substituted by P.C. 1986-2590, subsec. 7(1), 
November 20, 1986, Canada Gazette, Part II, December 10, 1986, 
applicable after April 19, 1983. 


Subpara. 1202(3)(a)(i) substituted by the said P.C. 1986-2590, sub- 
sec. 7(2), applicable after April 19, 1983. 


That portion of subsec. 1202(2), preceding para. (a) substituted by 
P.C. 1985-2277, subsec. 3(1), July 24, 1985, Canada Gazette, Part 
II, August 7, 1985, applicable with respect to acquisitions of prop- 
erty occurring after April 19, 1983. 


Para. 1202(4)(d) substituted by the said P.C. 1985-2277, subsec. 
3(2), applicable with respect to acquisitions of property occurring 
after April 19, 1983. 


That portion of subsec. 1202(5) preceding para. (a) substituted by 
the said P.C. 1985-2277, subsec. 3(3), applicable with respect to ac- 
quisitions of property occurring after April 19, 1983. 


Subsec. 1202(1) substituted by P.C. 1985-465, subsec. 3(1), Febru- 
ary 14, 1985, Canada Gazette, Part II, March 6, 1985, applicable to 
taxation years ending after November 12, 1981. 


That portion of cl. 1202(2)(a)(i)(D) preceding subcl. (1) substituted, 
applicable with-respect to amounts that, after March 6, 1985, be- 
come receivable; and subcls. 1202(2)(a)(i)(D)C) and (ID. substi- 
tuted, applicable after January.1, 1981, by P.C. 1985-465, subsecs. 
3(2) and (3), February 14, 1985, Canada Gazette, Part II, March 6, 
1985. 


That portion of subpara. 1202(3)(a)(iv) preceding cl. (A) substi- 
tuted, applicable with respect to amounts that, after March 6, 1985, 
become receivable; cls. 1202(3)(a)(iv)(A) and (B) substituted, effec- 
tive from January 1, 1981, by the said P.C. 1985-465, subsecs. 3(4), 
(5). 

Subsec. 1202(4) added by the said P.C. 1985-465, subsec. 3(6), ap- 
plicable to taxation years ending after November 12, 1981. 
Subsecs. 1202(5), (6) added by the said P.C. 1985-465, subsec. 3(6), 
applicable to taxation years ending after November 12, 1981. 


That portion of subsec. 1202(2) preceding para. (a) and that portion 
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of subpara. 1202(2)(a)(i) following cl. (B) substituted by P.C. 1981- 
3329, subsecs. 3(1), (2), November 26, 1981, Canada Gazette, Part 
II, December 9, 1981, applicable in respect of taxation years ending 
after December 11, 1979 except that cls. 1202(1)(a)(C), (D) effec- 
tive in respect of 1981 ef seq. 


All that portion of subsec. 1202(3) preceding para. (b) substituted 
by the said P.C. 1981-3329, subsec. 3(3), applicable in respect of 
taxation years ending after December 11, 1979 except that subparas. 
1202(3)(a)(iii), (iv) effective in respect of 1981 et seq. 


That portion of subsec. 1202(2) preceding para. (a) substituted, cl. 
1202 (2)(a)(i)(B) added, and former cl. 1202(2)(a)(i)(B) renumbered 
as (C), by P.C. 1980-1483, subsecs. 2(1), (2), June 5, 1980, Canada 
Gazette, Part II, June 25, 1980, effective November 17, 1978. 


All that portion of subsec. 1202(3), preceding subpara. (a)(ii) substi- 
tuted by the said P.C. 1980-1483, subsec. 2(3), effective November, 
17, 1978. 


All that portion of subsec. 1202(2) preceding para. (a) substituted 
by P.C. 1979-649, subsec. 2(1), March 8, 1979, Canada Gazette, 
Part II, March 28, 1979, effective commencing April 29, 1978. 


Para. 1202(2)(b) substituted by the said P.C. 1979-649, subsec. 2(2), 
effective commencing April 29, 1978. 


All that portion of subsec, 1202(3) preceding para. (b) substituted 
by the said P.C. 1979-649, subsec. 2(3), applicable to 1977 et seq. 


Subsec. 1202(1) substituted by subsec. 4(1) of P.C. 1978-1849, June 
8, 1978, Canada Gazette, Part II, June 28, 1978, applicable on and 
after April 1, 1977. 


All that portion of subsec. 1202(2) preceding subpara. (a)(ii) substi- 
tuted by subsec. 4(2) of P.C. 1978-1849, June 8, 1978, Canada Ga- 
zette, Part II, June 28, 1978, applicable to 1977 et seq. 


Subpara. 1202(2)(a)(ii) substituted by subsec. 4(3) of the said P.C. 
1978-1849, applicable to taxation years ending after May 6, 1974. 


Subpara. 1202(2)(b)(ii) substituted by subsec. 4(4) of the said P.C. 
1978-1849, June 8, 1978, Canada Gazette, Part Il, June 28, 1978, 
applicable to taxation years ending after May 6, 1974. 


All that portion of subsec. 1202(3) preceding para. (b) substituted 
by subsec. 4(5) of the said P.C. 1978-1849, applicable to 1977 et 
seq. 


Para. 1202(3)(b) substituted by subsec. 4(6) of the said P.C. 1978- 
1849, applicable to taxation years ending after May 6, 1974. 


1203. Mining exploration depletion — (1) In 
computing a taxpayer’s income for a taxation year 
there may be deducted such amount as he may claim 
not exceeding the lesser of 


(a) the amount if any, by which 
(i) the aggregate of 


(A) 25 per cent of his income for the year, 
computed in accordance with Part I of the 
Act without reference to paragraph 
59(3.3)(f) thereof and on the assumption 
that no deduction were allowed under sec- 
tion 65 thereof, and 


(B) the amount, if any, included in com- 
puting his income for the year by virtue of 
paragraph 59(3.3)(f) of the Act 


exceeds 


(ii) the aggregate of amounts deducted under 
sections 1201, 1202, 1207 and 1212 in com- 
puting his income for the year, and 


(b) his mining exploration depletion base as of 
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the end of the year (before making any deduction | tion 66(10.1) or (12.6) of the Act 

under this subsection for the year). (A) by a corporation in favour of the tax- 
(2) For the purposes of this section, “mining explora- payer, where the amount of that assistance 
tion depletion base” of a taxpayer as of a particular » ds excluded from the aggregate in respect 
time means the amount by which the aggregate of of which the expense is so renounced, or 


(a) 33% per cent of the amount by which 


(i) the aggregate of all amounts each of which 
was the stated percentage of an expenditure 
that is, or but for paragraph 66(12.61)(b) of 
the Act would be, incurred by the taxpayer af- 
ter April 19, 1983 and before the particular 
time and each of which was a Canadian explo- 
ration expense 


(A) described in subparagraph 66.1(6)(a) 
(iii) of the Act, or 


(B) that would have been described in sub- 
paragraph 66.1(6)(a)(iv) [66.1(6)“Cana- 
dian exploration expense’’(h)] or (v) [sub- 
para. (i)] of the Act if the references in 
those subparagraphs to “any of subpara- 
graphs (i) to (41.1)” were read as “subpara- 
graph (ii)”, 

other than an expense described in clause (A) 

or (B) that was 


(C) an expense renounced by the taxpayer 
under subsection 66(10.1) or (12.6) of the 
Act, 


(D) an amount that was a Canadian explo- 
ration and development overhead expense 
of the taxpayer, 


(E) an amount that was in respect of fi- 
nancing, including any cost incurred prior 
to the commencement of carrying on a 
business, or 


(F) an eligible expense within the meaning 
of the Canadian Exploration Incentive 


Program Act in respect of which the tax- | 


payer, a partnership of which the taxpayer 
was a member or a principal-business cor- 
poration of which the taxpayer was a 
shareholder, has received, is deemed to 
have received, is entitled to receive or may 
reasonably be expected to receive at any 
time an incentive under that Act, 


exceeds 


(ii) the aggregate of all amounts each of which 
is the stated percentage of an amount of assis- 
tance (within the meaning assigned by para- 
graph 66(15)(a.1) [66(15)“assistance’’] of the 


Act) that any person has received, is entitled | 


to receive or, at any time, becomes entitled to 
receive in respect of an expense that would be 
described in subparagraph (i) if that subpara- 
graph were read without reference to clause 
(C) thereof, other than such an amount in re- 
spect of an expense renounced under subsec- 


(B) by the taxpayer, where the amount of 
that assistance is not excluded from the ag- 
gregate in respect of which the pon is 
so renounced, and 


(b) where the taxpayer is a successor corporation, 
any amount required by paragraph (3)(a) to be 
added before the particular time in computing the 
taxpayer’s mining exploration depletion base 


exceeds the aggregate of 


(c). all amounts each of which is an amount de- 
ducted -by the taxpayer under subsection (1) in 
computing his income for a taxation year ending 
before the particular time; and 


(d) where the taxpayer is\ a predecessor, all 
amounts required by paragraph (3)(b) to be de- 
ducted before the particular time in computing 
the taxpayer’s mining exploration depletion base. 


(3) Subject to subsections 1202(5) and (6), where a 
corporation (in this section referred to as the “‘suc- 
cessor corporation”) has at any time (in this subsec- 
tion referred to as the “time of acquisition’’). after 
April 19, 1983 and in a taxation year (in this subsec- 
tion referred to as the “transaction year”) acquired a 
property from another person (in. this, subsection re- 
ferred: to as the “predecessor’’) the following rules 
apply: 
(a) for the purpose of computing the mining ex- 
ploration depletion base of the successor corpora- 
tion as of any time after the time of acquisition, 
there shall be added an amount equal to the 
amount required by paragraph (b) to be deducted 
-in computing the mining exploration a onedte 
base of the predecessor; and 


(b) for the purpose of computing the mining ex- 
ploration depletion base of the predecessor as of 
any time after the transaction year of the prede- 
cessor, there shall be deducted the amount, if any, 
by which 
(i) the mining exploration depletion base of 
the predecessor immediately after the time of 
acquisition (assuming for this purpose that, in 
the case of an acquisition as a result of an 
amalgamation described in section 87 of the 
Act, the predecessor existed after the time of 
acquisition and no property was acquired or 
disposed of in the course of the 
amalgamation) 


exceeds 


(ii) the amount, if any, deducted under subsec- 
tion (1) in computing the income of the prede- 
cessor for the «transaction year: of. the 
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predecessor. total of 


(3.1) [Revoked] (a) the amount, if any, by which the aggregate of 


(i) the aggregate of amounts, if any, that 
would be included in computing the tax- 
payer’s income for the year by virtue of sub- 
section 59(2) and paragraphs 59(3.2)(b) and 
59.1(b) of the Act if subsection 59(2) were 
read without reference to subsection 64(1) 
therein, and 


(i.1) the amount, if any, by which the amount 
included in computing his income for the year 
by virtue of paragraph 59(3.2)(c) of the Act 
exceeds the proceeds of disposition of prop- 
erty described in clause 66(15)(c)(ii)(A) 
[66(15)“Canadian resource property’’(b)(i)] of 
the Act that became receivable in the year or a 
preceding taxation year and after December 
31, 1982 to the extent that such proceeds have 
not been deducted in determining the amount 
under this subparagraph for a preceding taxa- 
tion year 


(4) For greater certainty, where an expense incurred 
before a particular time is included in the aggregate 
calculated under subparagraph (2)(a)(i) in respect of 
a taxpayer and subsequent to the particular time any 
person becomes entitled to receive an amount of as- 
sistance (within the meaning assigned by paragraph 
66(15)(a.1) [66(15)“assistance”] of the Act) that is 
included in the aggregate calculated under subpara- 
graph (2)(a)(ii), the stated percentage of the amount 
of assistance shall be included in the amounts re- 
ferred to in subparagraph (2)(a)(ii) in respect of the 
taxpayer at the time the expense was incurred. 


History: That portion of subparas. 1203(2)(a)(i) and (ii) preceding 
cl. (A), and subsec. (4) substituted, cl. (2)(a)@)(F) added, by P.C. 
1990-2780, subsecs. 4(1), (2), (3), (6), December 20, 1990, Canada 
Gazette, Part Il, January 16, 1991, applicable to 1988 ef seq. 


That portion of subsec. 1203(3) preceding para. (a) substituted, (3.1) 
revoked, by subsecs. 4(4), (5) of the said P.C. 1990-2780, applica- 
ble to taxation years ending after February 17, 1987. - 


That portion of subpara. 1203(2)(a)(i) preceding cl. (A), cl. 
(2)(a)(i)(C), subpara. (2)(a)(ii) and subsec. (4) were substituted by 
P.C. 1990-2256, subsecs. 2(1) to (3) and (6), October 18, 1990, 
Canada Gazette, Part Il, November 7, 1990, applicable in respect of 
expenditures or expenses incurred after February 1986. 


That portion of subsec. 1203(3) preceding para. (a) was substituted 
by subsec. 2(4) of the said P.C. 1990-2256, applicable in respect of 
taxation years commencing after 1984. 


Subsec. 1203(3.1) was added by subsec. 2(5) of the said P.C. 1990- 
2256, applicable in respect of taxation years commencing after 1984 
except that the Minister of National Revenue shall be deemed to 
have been notified in circumstances satisfying the condition set out 
in para. (c) if the Minister is notified in writing of the agreement 
referred to therein within 180 days after November 7, 1990. 


That portion of subsec. 1203(3) preceding para. (a) substituted by 
P.C. 1990-162, s. 2, applicable with respect to acquisitions occur- 
ring after 1982 except that with respect to acquisitions occurring af- 
ter 1982 and in taxation years commencing before 1985, the refer- 
ence to “Canadian resource properties of the predecessor” shall be 
read as a reference to “property of the predecessor used by the pred- 
ecessor in carrying on in Canada such of the businesses described in 
any of subparagraphs 66(15)(h)(i) to (vii) of the Act as were carried 
on by the predecessor”. 


Subpara. 1203(1)(a)(i) substituted, applicable to taxation years end- 
ing after April 19, 1983, all that portion of subsec. 1203(3) preced- 
ing para. (a) substituted, applicable with respect to acquisitions of 
property occurring after April 19, 1983, by P.C. 1985-2277, sub- 
secs. 4(1) and (2), July 24, 1985, Canada Gazette, Part II, August 7, 
1985. 


S. 1203 added by P.C. 1985-465, s. 4, February 14, 1985, Canada 
Gazette, Part II, March 6, 1985, applicable with respect to expenses 
incurred after April 19, 1983. 


Former s. 1203 revoked by P.C. 1981-3329, s. 4, November 26, 
1981, Canada Gazette, Part II, December 9, 1981, applicable in re- 
spect of taxation years ending after December 11, 1979. 


1204. Resource profits — (1) For the purposes of 
this Part, “gross resource profits” of a taxpayer for a 
taxation year means the amount, if any, by which the 
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exceeds 


(ii) the aggregate of amounts, if any, deducted 
in computing his income for the year by virtue 
of paragraph 59.1(a) and subsections 64(1.1) 
and (1.2) of the Act, 


(b) the amount, if any, of the aggregate of his in- 
comes for the year from 


(i) the production of petroleum, natural gas or 
from 


(A) oil or gas wells in Canada operated by 
the taxpayer, or 


(B) natural accumulations (other than min- 
eral resources) of petroleum or natural gas 
in Canada operated by the taxpayer, 


(ii) the production and processing in Canada 
of 


(A) ore, other than iron ore or tar sands 
ore, from mineral resources in Canada op- 
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erated by him to any stage that is not be- 
yond the prime metal stage or its 
equivalent, 


(B) iron ore from mineral resources in 
Canada operated by him to any stage that 
is not beyond the pellet stage or its 
equivalent, and 


(C) tar sands ore from mineral resources in 
Canada operated by him to any stage that 
is not beyond the crude oil stage or its 
equivalent, 


(a1) the processing in Canada of 


(A) ore, other than iron ore or tar sands 
ore; froth’ mineral ‘resources in Canada’ not 
operated by him to any stage that is not be- 
yond the prime metal stage or its 
equivalent, | 


(B) iron ore from mineral resources in 
Canada not operated by him to*any stage 
that is not beyond the pellet stage or its 
equivalent, and 


(C) tar sands ore from mineral resources in 
‘Canada not operated by him to any stage 
thats not beyond the crude oil stage or its 
equivalent, 


(iv) the processing in Canada of 


(A) ore, other than iron ore or tar sands 
ore, from mineral resources outside Can- 
ada to any stage that is not beyond the 
prime metal stage or its equivalent, 


(B) iron ore from mineral ‘resources 
outside Canada to any stage that'is not be- 
yond the pellet stage or its equivalent, and 


(C) tar sands ore from mineral resources 
outside Canada to any stage that/is not be- 
yond the crude oil stage or its equivalent, 
and 


(v) the processing in Canada of heavy crude 
oil recovered from an oil or gas well in Can- 
ada to any stage that is not beyond the crude 
oil stage or its equivalent, 


(b.1) the total of all amounts (other than an 
amount included because of paragraph (b) in 
computing the taxpayer’s gross resource profits 
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for the year) each of which is an amount included 
in computing the taxpayer’s income for the year 
as a rental or royalty computed by reference ‘to 

the amount or value of production from a natural 
accumulation of petroleum or natural gas in Can- 
ada, an oil or gas well in Canada or a mineral re- 
source in Canada, and: 


(c) if the taxpayer owns all the issued and out- 
Standing shares of the capital stock of a railway 
company throughout the year, the amount that 
may reasonably be considered to be the railway 
company’s income for its taxation year ending in 
the year from the transportation of such of the 
taxpayer’s ore as is described in clause (b)(ii)(A), 
(B) or (C), | | 


exceeds the aggregate of the taxpayer’s losses for the 
year from the sources described in paragraph: (b), 
where the taxpayer’s incomes and losses are com- 
puted in accordance with the Act on the assumption 
that the taxpayer had during the year no incomes or 
losses except from those sources and was allowed no 
deductions in computing the taxpayer’s income for 
the year other than 


(d) amounts deductible under section 66 of the 
Act (other than amounts in respect of foreign ex- 
ploration and development expenses) or subsec- 
tion 17(2) or (6) or section 29 of the Income Tax 
Application Rules, for the year; 


(e) the amounts deductible or deducted,’ as the 
case may be, under section 66.1, 66.2 (other than 
an amount that.is.in respect of a property de- 
scribed in clause 66(15)(c)(@i)(A) [66(15)‘“Cana- 
dian resource property’’(b)()] of the Act), 66.4, 
66.5 or 66.7 (other than subsection (2) thereof) of 
the Act for the year; and 


(f) any other deductions for the year that can rea- 
sonably be regarded as applicable to the sources 
of income described in paragraph (b) or (b.1), 
other than a deduction under paragraph 20(1)(ss) 
or (tt) of the Act or section 1201 or subsection 
1202(2), 1203(1), 1207(1) or 1212(1). 
History: The opening words of subsec. 1204(1), cl. 
1204(1)(b)(i)(B), and paras. 1204(1)(b.1) and (f) amended by P.C. 
1996-1488, subsecs. 2(1) to (4), September 24, 1996, Canada Ga- 
zette, Part II, October 16, 1996; the opening words to subsec. (1) 
applicable to taxation years that begin after December 20, 1991; cl. 
(b)()(B) applicable to taxation years that end after March 1985; 
para. (b.1) applicable: to taxation years that begin after 1990; para. 
(f) applicable to taxation years that end after February 22, 1994. 


Para. 1204(1)(d) amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part II; November 30,1994. 


Subpara. 1204(1)(b)(i) substituted by P.C. 1990-2780, subsec. 5(1), 
December 20, 1990, Canada Gazette, Part II, January 16,1991, ap- 
plicable to taxation years ending after March 1985. 


All that portion of subsec. 1204(1) between paras. (b,1) and (d) sub- 
stituted by subsec. 5(2) of the said P.C. 1990-2780, applicable to 
taxation years commencing after 1987. 


Paras. 1204(1)(e), (f) substituted by subsec. 5(3) of the said P.C. 
1990-2780, applicable to taxation years ending after February 17, 
1987. 
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Subpara. 1204(1)(a)(i) substituted by P.C. 1990-162, subsec. 3(1), 
February 1, 1990, Canada Gazette, Part Il, February 14, 1990, ap- 
plicable to taxation years commencing after 1984. 

Subpara. 1204(1)(b)(i) and para. (b.1) substituted by subsecs. 3(2) 
and (3) of the said P.C. 1990-162, applicable to taxation years end- 
ing after March 1985. 


Para. 1204(1)(e) substituted by subsec. 3(4) of the said P.C. 1990- 
162, applicable to 1985 et seq. 


All that portion of para. 1204(1)(a) preceding subpara. (ii) and para. 
1204(1)(e) substituted, applicable to taxation years commencing af- 
ter 1982; subparas. 1204(1)(b)(ii) to (v) substituted, applicable to 
taxation years commencing after November 12, 1981; para. 
1204(1)(f) substituted, applicable to taxation years ending after 
April 19, 1983; all that portion of subsec, 1204(1) following para. 
(b.1) and preceding para. (c), and para. (c) substituted, para. 
1204(1)(c.1) added by P.C. 1985-465, subsecs. 5(1)-(5), February 
14, 1985, Canada Gazette, Part II, March 6, 1985. 

Paras. 1204(1)(a), (b.1), (e), (f) substituted, subpara. 1204(1)(b)(v) 
added by P.C. 1981-3329, subsecs. 5(1)-(4), November 26, 1981, 
Canada Gazette, Part Il, December 9, 1981, applicable, as to paras. 
1204(1)(a), (e), in respect of taxation years ending after December 
11, 1979, as to subpara. 1204(1)(b)(v), in respect of 1981 et seg. 


Subpara. 1204(1)(b)(v) revoked, para. 1204(1)(b.1) added by P.C. 
1981-411, February 19, 1981, Canada Gazette, Part Il, March 11, 
1981, effective December 12, 1979. 


Para. 1204(1)(f) substituted by P.C. 1979-649, s. 3, March 8, 1979, 
Canada Gazette, Part II, March 28, 1979, effective for taxation 
years ending after April 10, 1978. 


Para. 1204(1)(a) substituted by P.C. 1978-1849, s. 5, June 8, 1978, 
Canada Gazette, Part II, June 28, 1978, applicable to 1977 et seq. 


Selected Cases [Reg. 1204(1)]: Gulf Canada Resources v. Can- 
ada, [1995] 1 C.T.C. 334 (FCA) (Production as “business” must in- 
clude disposition of material by sale or otherwise). 


(1.1) For the purposes of this Part, “resource profits” 
of a taxpayer for a taxation year means the amount, 
if any, by which the taxpayer’s gross resource profits 
for the year exceeds the total of 


(a) all amounts deducted in computing the tax- 
payer’s income for the year other than 


(i) an amount deducted in computing the tax- 
payer’s gross resource profits for the year, 


(ii) an amount deducted under any of section 
8, paragraphs 20(1)(ss) and (tt), sections 60 to 
64 and subsections 66(4), 66.7(2) and 104(6) 
and (12) of the Act and section 1201 and sub- 
sections 1202(2), 1203(1), 1207(1) and 
1212(1) in computing the taxpayer’s income 
for the year, 


(iii) an amount deducted under section 66.2 of 
the Act in computing the taxpayer’s income 
for the year, to the extent that it is attributable 
to any right, licence or privilege to store un- 
derground petroleum, natural gas or related 
hydrocarbons in Canada, 


(iv) an amount deducted in computing the tax- 
payer’s income for the year from a business, 
or other source, that does not include any re- 
source activity of the taxpayer, and 


(v) an amount deducted in computing the tax- 
payer’s income for the year, to the extent that 
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the amount 
(A) relates to an activity 


(1) that is not a resource activity of the 
taxpayer, and 


(II) that is 


1. the production, processing, manu- 
facturing, distribution, marketing, 
transportation or sale of any 
property, 

2. carried out for the purpose of 
earning income from property, or 


3. the rendering of a service by the 
taxpayer to another person for the 
purpose of earning income of the 
taxpayer, and 


(B) does not relate to a resource activity of 
the taxpayer, 


(b) all amounts each of which is the amount, if 
any, by which 


(i) the amount that would have been charged 
to the taxpayer by a person or partnership with 
whom the taxpayer was not dealing at arm’s 
length if the taxpayer and that person or part- 
nership had been dealing at arm’s length 


(A) for the use after March 6, 1996 and in 
the year of a property (other than money) 
owned by that person or partnership, or 


(B) for the provision after March 6, 1996 
and in the year by that person or partner- 
ship of a service to the taxpayer 


exceeds the total of 


(ii) the amount charged to the taxpayer for the 
use of that property or the provision of that 
service in that period, and 


(iii) the portion of the amount described in 
subparagraph (1) that, if it had been charged, 
would not have been deductible in computing 
the taxpayer’s resource profits, and 


(c) where the year ends after February 21, 1994, 
all amounts added under subsection 80(13) of the 
Act in computing the fexpayer, S gross resource 
profits for the year. 
History: Subsec. 1204(1.1) added by P.C. 1996-1488, subsec. 2(5), 
September 24, 1996, Canada Gazette, Part II, October 16, 1996, ap- 
plicable to taxation years that begin after December 20, 1991 except 
that, for each taxation year that began before July 24, 1992, the 
amount determined under para. 1204(1.1)(a) is deemed to be equal 
to the amount determined by the formula 


B 
A= 
(e 


where 


A is the total that would otherwise be determined under that 
paragraph; 


B is the number of days in the year that are after July 23, 1992; 
and 
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C is the number of days in the year. 


(1.2) For the purposes: of paeeriEn (1. Dt) and this 


subsection, 


(a) a taxpayer 1S pont aerol not to deal at arm’s 
length with a partnership where the taxpayer does 


not deal at arm’s length with apts member of the — 


~ partnership; 


(b) a partnership is considered not to deal at 
-arm’s length with another partnership where any | 


member of the first partnership does not deal at 


arm’s length with any member of the second — 


partnership; 


(c) where a taxpayer is a member, or is deemed 


by. this paragraph to be a member, of a partner- 

ship that is a member of another partnership, the 

taxpayer is deemed to be a member of the other 
~ partnership; and y te 


(d) the provision of a service to a ‘taxpayer does | 
not include the provision of a service by an indi- — 


vidual. in the individual’s capacity as an em- 
ployee of the taxpayer. 
History: Subsec. 1204(1.2) added by P.C. 1996-1488, subsec. 2(5), 


September 24, 1996, Canada Gazette, Part II, October 16, 1996, ap- 
plicable to taxation years that end after March e 1996. 


(2) For greater certainty, for the purposes of this sec- 


tion, in computing the income orloss of a trust for a 
taxation year .from the. sources described in 
paragraphs | (1)(b) and (b.1), no deduction. shall be 


made in respect of amounts deductible by the trust | | 


pursuant to subsection 104(6) or'(12) of the Act. 
History: Subsec. 1204(2) substituted by P.C. 1985-465, subsec. 
5(6), February 14; 1985, Canada Gazette, Part IL, March 6, 1985. 


(3) A taxpayer's income or loss from. a-source de- 
scribed in paragraph (1)(b) does not include 


(a) any, income or loss derived from transporting, 
transmitting or processing (other than. processing 


“described in clause (1)(b)(ii)(C), Gii)(C) or | 
(iv)(C) or subparagraph (1)(b)(v)) petroleum, Pe 


ural gas or related hydrocarbons; 
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,(b), any income.-or loss arising because. of.the ap- 
.};plication; of paragraph aa al 1) or.(z. 2)! or, sec- 
, tion: 107.3.o0f, the Act; and. . 


(c) any income or loss that can reasonably fee ‘at- 
tributed to a service, rendered by the taxpayer 
other than processing described in BeeupPeiaeetDe 


(1)(b)Gii), Gv) or (v). 


History. Subsec. 1204(3) amended by P.-C. 1996-1488, subsec. 
2(6), September 24, 1996, ‘Canada Gazette, Part-II, October 16, 
1996, applicable to taxation years that end after February 22,1994, 
except that para. 1204(3)(c) does not! apply to taxation years that 
bégan- before March 7, 1996. 


Subsec: 1204(3) ‘substituted Mt P.C? 1985-465, subsec. 5(7), Febru- 
ary 14, 1985, Canada Gazette, Part Il, March 6, 1985, applicable to 
taxation years commencing after November 12, 1981. 


Subsec. 1204(3) substituted by P.C. 1981- 3329, subsec. 5(5), No- 
vember 26, 1981,.Canada Gazette, Part Il, December 9, 1981, ap- 
plicable in respect of 1981 et seg. ~ 


(4) Notwithstanding any other provision ; in this Part, 
for the purposes of this Part, the income or loss of a 
taxpayer for a taxation year shall be computed on the 
assumption that paragraphs. 12(1)(0) and 18(1)(m) 
and subsections 69(6) to (10) of the Act were not ap- 
plicable to 


(a) amounts receivable and the fair market value 
of any property receivable by the Crown as a roy- 
alty, tax, rental or levy with respect to the Syn- 
crude Project, or as an amount however de- 
scribed; that may reasonably be regarded as being 
in lieu of any of the preceding amounts, 


(b). dispositions of leased substances to the 
Crown, by the participant, and 

(c) acquisitions of leased substances from the 
Crown by the participant, 


where the taxpayer has been granted a remission of 
tax for the year pursuant to subsection 3(1) of the 
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Syncrude Remission Order. 


(5) For the purposes of subsection (4), “Crown”, 
“leased substances”, “participant” and “Syncrude 
Project” have the meanings assigned by section 2 of 
the Syncrude Remission Order. 

History: Subsecs. 1204(4), (5) added by P.C. 1980-425, February 
8, 1980, Canada Gazette, Part Il, February 27, 1980, effective in 
respect of 1979 et seq. 


(6) [Repealed] 


History: Subsec. 1204(6) repealed by P.C. 1996-1488, subsec. 
2(7), September 24, 1996, Canada Gazette, Part II, October 16, 
1996, applicable to taxation years that begin after 1990. 


That portion of subsec. 1204(6) preceding para. (a) substituted by 
P.C. 1990-162, subsec. 3(5), Canada Gazette, applicable to taxation 
years ending after March 1985. 


Subsec. 1204(6) added by P.C. 1981-411, February 19, 1981, Can- 
ada Gazette, Part II, March 11, 1981, effective in respect of the pe- 
riod before these Regulations are published in the Canada Gazette 
commencing December 12, 1979. 


Selected Cases [s. 1204]: Gulf Canada Resources Ltd. v. Can- 
ada, [1996] 1 C.T.C. 55 (TCC) (Bitumen and bituminous sands 
were “petroleum. . .or related hydrocarbons“). 


1205. Earned depletion base — (1) For the pur- 
poses of this Part “earned depletion base” of a tax- 
payer as of a particular time means the amount by 
which 33'/ per cent of the aggregate of 


(a) all amounts, in respect of expenditures (other 
than expenditures to acquire property under cir- 
cumstances that entitled the taxpayer to a deduc- 
tion under section 1202 or would so entitle the 
taxpayer if the amounts referred to in paragraphs 
1202(2)(a) and (b) were sufficient for the pur- 
pose) incurred by the taxpayer after November 7, 
1969 and before the particular time, each of 
which was 


(i) a Canadian exploration and development 
expense or would have been such an expense 
if it had been incurred after 1971 and was ac- 
tually incurred before May 7, 1974, other than 


(A) a cost of borrowing capital, including 
any cost incurred prior to the commence- 
ment of carrying on a business, that was a 
Canadian exploration expense or an explo- 
ration, prospecting and development ex- 
pense, as the case may be, of the taxpayer, 


(B) the cost to the taxpayer of any Cana- 
dian resource property acquired by the 
taxpayer, 


(C) a Canadian exploration and develop- 
ment expense that was incurred after a 
mine had come into production in reasona- 
ble commercial quantities and may reason- 
ably be considered to be related to the 
mine or to a potential or actual extension 
thereof, 


(D) an expense that would have been de- 
scribed in clause (C) if it had been incurred 
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after 1971, 


(E) an expense renounced by the taxpayer 
under subsection 66(10) of the Act or sub- 
section 29(7) of the Income Tax Applica- 
tion Rules, 


(F) an amount that, by virtue of subpara- 
graph 66(15)(b)(iv) [66(15)“Canadian ex- 
ploration and development expenses’’(d)] 
of the Act, was a Canadian exploration and 
development expense or would have been 
such an expense if it had been incurred af- 
ter 1971, if such amount was a cost or ex- 
pense referred to in clause (A), (B), (C), 
(D) or (E) that was incurred by an associa- 
tion, partnership or syndicate referred to in 
that subparagraph, or 


(G) an amount that, by virtue of subpara- 
graph 66(15)(b)(v) [66(15)“Canadian ex- 
ploration and development expenses’’(e)] 
of the Act, was a Canadian exploration and 
development expense or would have been 
such an expense if it had been incurred af- 
ter 1971, if such amount was a cost or ex- 
pense referred to in clause (A), (B), (©), 
(D) or (E) that the taxpayer incurred pursu- 
ant to an agreement referred to in that 
subparagraph, 


(ii) the stated percentage of a Canadian explo- 
ration expense other than 


(A) a cost of borrowing capital, including 
any cost incurred prior to the commence- 
ment of carrying on a business, that was a 
Canadian exploration expense of the 
taxpayer, 


(B) an expense renounced by the taxpayer 
under subsection 66(10.1) of the Act, 


(C) an amount that, by virtue of subpara- 
graph 66.1(6)(a)(iv) [66.1(6)“Canadian ex- 
ploration expense’’(h)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
clause (A), (B), (E), (F), (G) or (H) that 
was incurred by a partnership referred to in 
that subparagraph, 


(D) an amount that, by virtue of subpara- 
graph 66.1(6)(a)(v) [66.1(6)“Canadian ex- 
ploration expense’’(i)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
clause (A), (B), (E), (F), (G) or (H) that the 
taxpayer incurred pursuant to an agree- 
ment referred to in that subparagraph, 


(E) an amount described in clause 
66.1(6)(a)(ii)(B) [66.1(6)“Canadian explo- 
ration expense’’(c)(ii)] or (4i.1)(B) [sub- 
para. (d)(ii)] of the Act, 


(F) an amount that was a Canadian explo- 
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ration and development overhead expense 
of the taxpayer, | 


(G) an amount that was a Canadian oil and 
gas exploration expense of the taxpayer, or 


(H) an expense described in subparagraph 
66.1(6)(a)(iii) [66.1(6)“Canadian explora- 
tion expense’’(f)] of the Act incurred after 
April 19, 1983, 


(iii) a Canadian development expense in- 
curred before 1981 other than 


(A) a cost of borrowing capital, including 

any cost incurred prior to the commence- 

ment of carrying on a business, that was a 
’ Canadian development expense of the 

taxpayer, 

(B) an expense renounced by the taxpayer 
under subsection 66(10.2) of the Act, 


(C) an amount referred to in subparagraph 
66.2(5)(a)Git) [66.2(5)“Canadian develop- 
ment expense’’(e)] of the Act, 


(D) an amount that, by virtue of subpara- 
graph 66.2(5)(a)(iv) [66.2(5)“Canadian de- 
velopment expense’’(f)] of the Act, was a 
Canadian development expense, if such 
amount was an expense referred to in 
clause (A), (B) or (C) that was incurred by 
a partnership referred to in that subpara- 
graph, or 

(E) an amount that, by virtue of subpara- 
graph 66.2(5)(a)(v) [66.2(5)“Canadian de- 
velopment expense’’(g)] of the Act, was a 
Canadian development expense, if such 
amount was an expense referred to in 
clause (A), (B) or (C) that the taxpayer in- 
curred pursuant to an agreement referred to 
in that subparagraph, 


(iv) the stated percentage of the capital cost to 
the taxpayer of any processing property ac- 
quired by the taxpayer principally for the pur- 
pose of 

(A) processing in Canada 


(1) ore, other than iron ore or tar sands 
ore, from a qualified resource to any 
_ stage that is not beyond the prime metal 
stage or its equivalent, 


(I) iron ore from a qualified resource 
to any stage that is not beyond the pel- 
let stage or its equivalent, or 


(III) tar sands ore from a qualified re- 
source to any stage that is not beyond 
the crude oil stage or its equivalent, or 


(B) processing in Canada 


(I) ore, other than iron ore or tar sands 
ore, from an exporting resource beyond 
the furthest stage to which such ore or 
similar ore from that resource was ordi- 
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narily processed in Canada before such 
acquisition but not beyond the prime 
metal stage or its equivalent, 

(II) iron ore from an exporting resource 
beyond the furthest stage to which such 
ore or similar ore from that resource 
was ordinarily processed in Canada 
before such acquisition’ but not beyond 
the pellet. stage or its equivalent, or 


(IID) tar sands ore from an exporting re- 
source beyond the furthest stage to 
- which such ore or similar ore from that 
resource was ordinarily processed in 
~ Canada before such acquisition but not 
beyond the crude oil stage or its 
equivalent, 


(v) where the taxpayer is a corporation that in- 
curred a Canadian oil and gas exploration ex- 
pense in respect of conventional lands in a 
calendar year after 1980. and before 1984, the 


- specified percentage for that year of such ex- 


pense:to the extent that it is not an amount or 


-expense referred to in clause (ii)(A), (B) or 


(F) or an expense that would be referred to in 
clause (ii)(C) or (D).if the references in those 
clauses to “clause (A), (B),-(E), (F), (G) or 
(H)” were read as “clause (A), (B), or (F)’, or 


(vi) where the taxpayer. is a corporation, 


(A) the specified percentage in respect of a 
Canadian oil and gas exploration expense 
in respect of non-conventional lands in- 
curred in a calendar year after 1980 and 
before 1985 to the extent that it is not an 
amount or expense referred to in clause 
Gi)(A), (B) or (F) or an expense that would 
be referred to in clause (ii)(C) or (E) if the 
references in those clauses to “clause (A), 
(B), (E), CF), (G) or (H)”. were read as 
“clause (A), (B) or (F)”, 


(B) the stated percentage of a Canadian de- 
velopment expense incurred after 1980 in 
respect of a qualified tertiary oil recovery 
project of the taxpayer to the extent that 
such expense is not 


(1) an amount or expense described in 
any of clauses (iii)(A) to (EB), 

(1) an amount that was a Canadian ex- 
ploration and development overhead 
expense of the taxpayer, or 


(II) an eligible expense within the 
meaning of the Canadian Exploration 
and Development Incentive Program 
Act in respect of which the taxpayer, a 
partnership of which the taxpayer was a 
member, a principal-business corpora- 
tion of which the taxpayer was a share- 
holder or a joint exploration corpora- 
tion of ‘which the taxpayer was a 
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shareholder corporation has received, is 
entitled to receive or may reasonably be 
expected to receive at any time an in- 
centive under that Act, 


(B.1) the stated percentage of a Canadian 
exploration expense incurred after 1981 in 
respect of a qualified tertiary oil recovery 
project of the taxpayer that 


(1) would be referred to in subpara- 
graph 66.1(6)(a)(1) [66.1(6)“Canadian 
exploration expense’ (c)] or (11.1) [para. 
(d)] of the Act if subparagraph 
66.1(6)(a)(ii) [66.1(6)“Canadian explo- 
ration expense’’(c)] were read without 
reference to clause (B) [subpara. (ii)] 
thereof, or 


(II) would be referred to in subpara- 
graph 66.1(6)(a)(iv) or (v) [66.1(6)“Ca- 
nadian exploration expense’’(h) or (i)] 
of the Act if the Act were read without 
reference to clause 66.1(6)(a)(11)(B) 
[66.1(6)““Canadian exploration ex- 
pense’(c)(ii)] and subparagraphs 
66.1(6)(a)(i), (1.1), (ii.2), (iii) and (11.1) 
[66.1(6)“Canadian exploration § ex- 
pense”’(a), (b), (e), (f) and (g)I, 


other than the portion of such expense re- 
ferred to in subclause (1) or (II) that is 


(IID) described in any of clauses (41)(A) 
to (D) and (F), 


(IV) included in the amount determined 
under subparagraph (v) or clause 


(vi)(A), 
(V) described in subclause (B)(IID), or 


(VI) an eligible expense within the 
meaning of the Canadian Exploration 
Incentive Program Act in-respect of 
which the taxpayer, a partnership of 
which the taxpayer was a member or a 
principal-business corporation of which 
the taxpayer was a shareholder corpora- 
tion, has received, is entitled to receive 
or may reasonably be expected to re- 
ceive at any.time an incentive under 
that Act, 


(C) the stated percentage of the capital cost 
to it of property that is tertiary recovery 
equipment, and 


(D) the stated percentage of the capital 
cost to it of property that is, or but for 
Class 41 of Schedule Il would be, included 
in Class 10 in Schedule II by virtue of par- 
agraph (u) of the description of that Class, 
other than the capital cost to it of property 
that had, before the property was acquired 
by it, been used for any purpose whatever 


by any person with whom it was not deal- 
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ing at arm’s length, 


History: Cl. 1205(1)(a)(i)(E) amended by P.C. 1994-1817, s. 48, 
November 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Those portions of para. 1205(1)(a) preceding subpara, (i), subparas. 
(1)(a)(ii) and (1)(a)(iv) preceding cl. (A) of each, and cls. 
(1)(a)(vi)(B) and (B.1) preceding subcl. (I) of each, substituted by 
P.C. 1990-2780, subsecs. 6(1), (2); (3), (4), (6), December 20, 1990, 
Canada Gazette, Part II, January 16, 1991, applicable to taxation 
years ending after February 17, 1987. 


Subcl. 1205(1)(a)(vi)(B) (I) added by subsec. 6(5) of the said P.C. 
1990-2780, applicable in respect of expenditures incurred after 
March 1987. ; 


That portion of cl. 1205(1)(a)(vi)(B.1) following subcl. (II) substi- 
tuted by subsec. 6(7) of the said P.C. 1990-2780, applicable in re- 
spect of expenditures incurred after September 1988. 


Cls. 1205(1)(a)(vi)(C), (D)-substituted by subsec. 6(8) of the said 
P.C. 1990-2780, applicable to 1988 et seq. 


Subcls. 1205(1)(a)(vi)(B.1)(D, (ID) substituted by P.C»1990-2256, s. 
3, October 18, 1990, Canada Gazette, Part Il, November 7, 1990, 
applicable in respect of expenses incurred after March 1987. 


Cl..1205(1)(a)G)(B) substituted by P.C. 1990-162, s..4, February 1, 
1990, Canada Gazette, Part II, February 14, 1990, applicable to tax- 
ation years commencing after 1984. 


Subpara. 1205(1)(a)(v) substituted; cls. 1205(1)(a)(ii)(C), (D), (E), 
1205(1)(a)(iv)(A) and (B), 1205(1)(a)(vi)(A) substituted; cl. 
1205(1)(a)@i)(H), 1205(1)(a)(vi)(B.1) added; that portion of cl. 
1205(1)(a)(vi)(B) preceding subcl. (I) substituted by P.C. 1985-465, 
subsecs. 6(1)—(9); February 14, 1985, Canada Gazette, Part II, 
March 6, 1985, applicable, as to cls. 1205(1)(a)(ii)(C), (D), (A) and 
subpara. 1205(1)(a)(v) with respect to expenses incurred after April 
19, 1983; as to cls. 1205(1)(a)(iv)(A) and (B) with respect to prop- 
erty acquired or expenditures made, as the case may be, in taxation 
years commencing after November 12, 1981; as to cl. 
1205(1)(a)(vi)(A), the renumbering of s. 1205, and the substituted 
portion of cl. 1205(1)(a)(vi)(B), commencing January 1, 1981 ex- 
cept that for the period before April 20, 1983, the reference to “in 
clause (ii)(A), (B) or (F)” or an expense that would be referred to in 
clause (ii)(C) or (D) if the references in those clauses to “clause (A), 
(B), (E), (F), (G) or (H)” were read as “clause (A), (B) or (F)” in 
1205(1)(a)(vi)(A) shall be read as “in any of clauses (ii)(A) to (D) 
and (F)”’; as to cl. 1205(1)(a)(ii)(E); to 1984 et seg.; as to cl. 
1205(1)(a)(vi)(B.1), from January 1,°1982. 
All that portion. of para. 1205(a), preceding subpara. (i), cls. 
1205(a)(i)(A), (ii)(A), all that portion of subpara. 1205(a)(iii) pre- 
ceding cl. (B) substituted, cls. 1205(a)(1i)(F), (G), subparas. 
1205(a)(v), (vi) added by P.C. 1981-3329, subsecs. 6(1)-(6), No- 
vember 26, 1981, Canada Gazette, Part Il, December 9, 1981, ap- 
plicable as to that portion of para. 1205(a) preceding subpara. (i), in 
respect of taxation years ending after December 11, 1979, as to cls. 
1205(a)(ii)(F), (G) and that portion of subpara. 1205(a)(iii) preced- 
ing cl. (A) and subparas. 1205(a)(v), (vi), effective January 1, 1981. 
Cls. 1205(a)(ii)(C), (iii)(D) substituted, effective December 6, 1979, 
cl. 1205(a)(ii)(E) added, effective May’ 6, 1974, subpara. 
1205(a)(iv) substituted, by P.C. 1980-1483, s. 3, June 5, 1980, Can- 
ada Gazette, Part Il, June 25, 1980. 
(b) all amounts, in respect of expenditures (other 
than expenditures referred to in paragraph (a) or 
expenditures to acquire property under circum- 
stances that entitled the taxpayer to a deduction 
under section 1202 or would so entitle the tax- 
payer if the amounts referred to in paragraphs 
1202(2)(a) and (b) were sufficient for the pur- 
pose) incurred by the taxpayer after May 8, 1972 
and before the particular time, each of which was 
the stated percentage of the capital cost to the 
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taxpayer of property that is or, but for Class 41, 
would be included in Class 10 in Schedule II be- 
cause of paragraph (k) of the description of that 
Class and that was acquired for the purpose of 
processing in Canada 


(i) ore (other than iron ore or tar sands ore), 
after its extraction from a mineral resource, to 
any stage that is not beyond the prime metal 
stage or its equivalent, 


(ii) iron ore, after its extraction from a mineral 
resource, to any stage that is not beyond the 
pellet stage or its equivalent, or 


(iii) tar sands ore, after its extraction from a 
mineral resource, to any stage that is not be- 
yond the crude oil stage or its equivalent, 


other than the capital cost to him of property that 
had, before the property was acquired by the tax- 
payer, been used for any purpose whatever by 
any person with whom the taxpayer was not deal- 
ing at arm’s length, 
History: The opening words of para. 1205(1)(b) before subpara. (i) 
amended by P.C. 1996-1488, subsec. 3(1), September 24, 1996, 
Canada Gazette, Part II, October 16, 1996, applicable to 1988 et 
Seq. 


That portion of para. 1205(1)(b) preceding subpara. (i) substituted 
by, P.C..1990-2780, subsec. 6(9), December 20, 1990, Canada Ga- 
zette, Part II, applicable to taxation years ending after February 17, 
1987. 


Para. 1205(1)(b) substituted by P.C. 1985-465, subsec. 6(10), Feb- 
ruary 14, 1985, Canada Gazette, Part Il, March 6, 1985, applicable 
with respect to property acquired or expenditures made, as the case 
may be, in taxation years commencing after November 12, 1981. 


Para. 1205(b) substituted by P.C. 1981-3329, subsec. 6(7), Novem- 
ber 26, 1981, Canada Gazette, Part Il, December 9, 1981, effective 
commencing December 12, 1979. 


(c) all amounts, in respect of expenditures (other 
than expenditures referred to in paragraph (a) or 
(b) or expenditures to acquire property under cir- 
cumstances that entitled the taxpayer to a deduc- 
tion under section 1202 or would so entitle the 
taxpayer if the amounts referred to in paragraphs 
1202(2)(a) and (b) were sufficient for the pur- 
pose) incurred by the taxpayer before the particu- 
lar time, each of which was the stated percentage 
of the capital cost to the taxpayer of property 
(other than property that had, before it was ac- 
quired by the taxpayer, been used for any purpose 
whatever by any person with whom the taxpayer 
was not dealing at arm’s length) that is included 
in Class 28 or paragraph (a) of Class 41, in 
Schedule II, other than property so included 


(i) by. virtue of the first reference in Class 28 
to paragraph (1) of Class 10 in Schedule IL, 
where the property was acquired by the tax- 
payer before November 17, 1978, 


(ii) by virtue of the reference in Class 28 to 
paragraph (m) of Class 10 in Schedule II, 


(iii) that is bituminous sands equipment ac- 
quired by an individual, or 
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(iv) that is bituminous sands equipment ac- 
quired by a corporation before 1981, 
History: Para. 1205(1)(c) substituted by P.C. 1990-2780, subsec. 
6(10), December 20, 1990, Canada. Gazette, Part U, January 16, 
1991, applicable to taxation years ending after February 17, 1987 
except that in its application to a taxation year ending before 1988, 


the para. shall be read without reference to the words “or paragraph 
(a) of Class 41”, , 


Para. 1205(c) substituted by P.C. 1981-3329, subsec. 6(7), Novem- 
ber 26, 1981, Canada Gazette, Part Il, December 9, 1981, effective, 
as to that portion of para. 1205(c) preceding subpara. (1), commenc- 
ing December 12, 1979, and, as to subparas. 1205(c)(iii), (iv), com- 
mencing January 1, 1981. ; 


Para. 1205(c) preceding (i) substituted by P.C. 1980-1483, subsecs. 
3(4), (5), June 5, 1980, Canada Gazette, Part II, June 25, 1980. 


Para. 1205(c) substituted by P.C. 1979-649, s. 4, March 8, 1979, 
Canada Gazette, Part II, March 28, 1979, effective for the period 
commencing April 11, 1978. 


Para. 1205(c) substituted by P.C. 1978-344, s. 4, February 9, 1978, 

Canada Gazette, Part Il, February 22, 1978, effective after March 

Sige 
(d) all expenditures (other than expenditures re- 
ferred to in paragraph (a), (b) or (c)) each of 
which was incurred by him before November 8, 
1969 relating to a mine that came into production 
in reasonable commercial quantities before that 
date and that were incurred for the purpose of 


(i) exploration in respect of, or 


(ii) development of. the mine for the purpose 
of gaining or producing income from the ex- 
traction of material from, 


a bituminous sands deposit, an oil sands deposit 
or an oil shale deposit, 


(d.1) three times the total of all amounts each of 
which is an amount equal to the lesser of 


(1) the amount that would be determined under 
subsection 1210(1) in computing the tax- 
payer’s income for a taxation year that ends 
before the particular time, if the amount deter- 
mined for C under that subsection were nil, 
and 


(ii) the amount determined for C under sub- 
section 1210(1) in respect of the taxpayer for 
that year, and 
History: Para. 1205(1)(d.1) amended by P.C. 1996-1488, subsec. 
3(2), September 24, 1996, Canada Gazette Part II, October 16, 


1996, applicable. to taxation years that begin after December 20, 
1991. 


Para. 1205(1)(d.1) added by P.C. 1985-465, subsec. 6(11), February 
14, 1985, Canada Gazette Part II, March 6, 1985, applicable to 
1984 et seq. 


(d.2) three times the aggregate of all amounts 
each of which is the specified amount determined 
under subsection 1202(4) in respect of the tax- 
payer for a taxation year ending after February 
17, 1987 and before the particular time, 
History: Para. 1205(1)(d.2) added by P.C. 1990-2780, subsec. 
6(11), December 20, 1990, Canada Gazette, Part IJ, January 16, 


1991, applicable to taxation years commencing after February 17, 
1987. 
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exceeds the aggregate of 


(e) all amounts deducted by the taxpayer under 
section 1201 in computing his income for all tax- 
ation years ending after May 6, 1974 and before 
the particular time; 

History: Para. 1205(e) substituted by s. 6 of P.C. 1978-1849, June 


8, 1978, Canada Gazette, Part II, June 28, 1978, applicable to taxa- 
tion years ending after May 6, 1974. 


(f) 33/4 per cent of the aggregate of all amounts, 
each of which is the stated percentage of a cost of 
borrowing capital, including any cost incurred 
prior to the commencement of carrying on a busi- 
ness, that was 


(i) included in the capital cost to him of depre- 
ciable property described in. subparagraph 
(a)(iv), clause (a)(vi)(C) or (D) or paragraph 
(b) or (c), or 


(ii) an expenditure described in paragraph (d); 


History: That portion of para. 1205(1)(f) preceding subpara. (i) 
substituted by P.C. 1990-2780, subsec. 6(12), December 20, 1990, 
Canada Gazette, Part Il, January 16, 1991, applicable to taxation 
years ending after February 17, 1987. 


Para. 1205(f) substituted by P.C. 1981-3329, subsec. 6(8), Novem- 
ber 26, 1981, Canada Gazette, Part Il, December 9, 1981. 


(g) 33'/3 per cent of the aggregate of all amounts, 
each of which is an amount 


(i) that became receivable by the taxpayer af- 
ter April 28, 1978 and before the earlier of 
December 12, 1979 and the particular time, 
and 


(ii) in respect of which the consideration 
given by the taxpayer therefor was a property 
(other than a share, or a property that would 
have been a Canadian resource property if it 
had been acquired by the taxpayer at the time 
the consideration was given) or services, the 
cost of which may reasonably be regarded as 
having been primarily an expenditure that was 
added in computing 


(A) the taxpayer’s earned depletion base 
by reason of. subparagraph (a)(i), (ii) or 
(111) or paragraph (d), or 

(B) the earned depletion base of an origi- 
nal owner of a property by reason of sub- 
paragraph (a)(i), (ii) or (iii) or paragraph 
(d) as it applied to the original owner, 
where the taxpayer acquired the property 
in circumstances in which subsection 
1202(2) applies, 


(h) 33'/ per cent of the aggregate of all amounts, 
each of which is 


(i) an amount in respect of a disposition of 
property (other than a disposition of property 
that had been used by the taxpayer to any per- 
son with whom the taxpayer was not dealing 
at arm’s length) of the taxpayer after April 28, 
1978 and before the earlier of December 12, 
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1979 and the particular time, the capital cost 
of which was added in computing 


(A) the taxpayer’s earned depletion base 
by reason of subparagraph (a)(iv) or para- 
graph (b) or (c), or 


(B) the earned depletion base of an origi- 
nal owner of a property by reason of sub- 
paragraph (a)(iv) or paragraph (b) or (c) as 
it applied to the original owner, where the 
taxpayer acquired the property in circum- 
stances in which subsection 1202(2) ap- 
plies, and , 


(it) equal to the lesser of 


(A) the proceeds of disposition of the 
property, and 


(B) the capital cost. of the property to the 
taxpayer, where clause (i)(A) applies, or 
the original owner, where clause (i)(B) ap- 
plies, computed as if no amount had been 
included therein that is a cost of borrowing 
capital, including any cost incurred prior to 
the commencement of carrying on a 
business, 


(1) any amount required by paragraph 1202(2)(b) 
(as it read in its application to taxation years end- 
ing before February 18, 1987) or paragraph 
1202(3)(a) to be deducted at or before the partic- 
ular time in computing the taxpayer’s earned de- 
pletion base, 

History: Paras. 1205(1)(g) to (i) substituted by P.C. 1990-2780, 

subsec. 6(13), December 20, 1990, Canada Gazette, Part Il, January 


16, 1991, applicable to taxation years ending after February 17, 
1987. 


Paras. 1205(g), (h) substituted by P.C. 1981-3329, subsec. 6(8), No- 
vember 26, 1981, Canada Gazette, Part II, December 9, 1981, ef- 
fective, as to para. 1205(g) and that portion of para. 1205(h) preced- 
ing subpara. (i), commencing December 12, 1979. 


All that portion of para. 1205(h) preceding subpara. (i) substituted 
by P.C. 1980-1483, s. 3, June 5, 1980, Canada Gazette, Part II, June 
25, 1980. 


Paras. 1205(g) to (i) added by P.C. 1979-649, s. 4, March 8, 1979, 
Canada Gazette, Part Il, March 28, 1979, effective for the period 
commencing April 29, 1978. 


Qj) 33'/4 per cent of the aggregate of all amounts, 
each of which is in respect of an amount of assis- 
tance or benefit in respect of Canadian explora- 
tion expenses or Canadian development expenses 
or that may reasonably be related to Canadian ex- 
ploration activities or Canadian development ac- 
tivities, whether such amount is by way of a 
grant, subsidy, rebate, forgivable loan, deduction 
from royalty or tax, rebate of royalty or tax, in- 
vestment allowance or any other form of assis- 
tance or benefit that 


(i) the taxpayer before the particular time has 
received or was entitled to receive, or that the 
taxpayer at or after the particular time be- 
comes entitled to receive, or 
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(ii) an original owner or predecessor owner of 
a property before the particular time has re- 
ceived or was entitled to receive, or at or after 
the particular time becomes entitled to re- 


ceive, where the original owner or the prede- | 
cessor Owner received, became entitled to re- | 


ceive or becomes entitled to receive that 
amount 


(A) at or after the time at which the prop- 
erty was acquired by the taxpayer in cir- 
cumstances in which subsection 1202(2) 
applies, and 


(B) before the time at which the taxpayer 
becomes a predecessor owner of the 
property, 

and that is equal to 


(111) where the assistance. or benefit. was. in re- 
spect of an amount added by reason of subpar- 
agraph (a)(ii) or clause (a)(vi)(B) or (B.1) in 
computing 
(A) the earned depletion base of the tax- 
payer (other than such portion thereof in- 
cluded in determining an amount described 
in paragraph 1202(2)(a) before the PepuCy 
lar time), or 


(B) the portion of the earned depletion 
base of the original owner included in de- 
termining an amount described in para- 
graph 1202(2)(a) before the particular 
time, 


the stated percentage of the amount of the as- — 


sistance or benefit, and 


(iv) where the assistance or benefit was in re- 
spect of an amount of Canadian oil and gas 
exploration expense added by reason of sub- 
paragraph (a)(v) or clause (a)(vi)(A) in com- 
puting 


(A) the earned depletion base of the tax- 
payer (other than such portion thereof in- 
cluded in determining an amount described 
in paragraph 1202(2)(a) before the particu- 
lar time), or 


(B) the portion of the earned depletion 
base of the original owner included in de- 
termining an amount described in para- 
graph 1202(2)(a) before the particular 
time, 


the amount equal to the product obtained 
when the amount of the assistance or benefit 
is multiplied by the specified percentage in re- 
spect of the expense for the calendar year in 
which the taxpayer or the original owner, as 
the case may be, incurred the expense, and 
History: Para. 1205(1)G) substituted by P.C. 1990-2780, subsec. 


6(13), December 20, 1990, Canada Gazette, Part I, January 16, 
1991, applicable to taxation years ending after February 17, 1987. 


Para. 1205(1)(Q) substituted by P.C. 1985-465, subsec. 6(12), Febru- 
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ary 14, 1985, Canada Gazette, Part Il, March 6, 1985, applicable 
commencing January 1, 1981 except that in respect of amounts that 
on or before March 6, 1985 become receivable, that part of para. 
1205(1)G) preceding subpara. (iii) shall be read as: 


Q) 33" per cent of the aggregate of all amounts, each of 
which is an amount of assistance or benefit described in sub- 
paragraph 66.1(6)(b)(ix) or 66.2(5)(b)(x1) of the Act that 


(i) the taxpayer before the particular time has received or 
was entitled to receive, or 


(ii) a predecessor before the particular time has received 
or was entitled to receive where the taxpayer is a succes- 
sor corporation or second successor corporation, as’ the 
case may be, to the predecessor at the time the predeces- 
sor received or became’ entitled to receive that amount 
equal to. . 


Para. 1205G) added by P.C. 1981-3329, subsec. 6(9), November 26, 
1981, Canada Gazette, Part I], December 9, 1981, applicable in re- 
spect of 1981 et seq. 


(k) the amount, if any, by which 


(i) the aggregate of all amounts that would be 
determined under paragraphs 1212(3)(d) to (i) 


exceeds 


(ii) the aggregate of all amounts that would be 
determined under paragraphs 1212(3)(a) to (c) 


in computing his supplementary cepeilnn base at 

the particular time. 
History: Para. 1205(1)(k) added by P.C. 1985-465, subsec. 6(13), 
February 14, 1985, Canada Gazette, Part Il, March 6, 1985, appli- 
cable to 1984 et seq. except that the reference to “the amount” shall, 
for the 1984 taxation year, be read as “25 per cent of the amount”, 
for the 1985 taxation year, be read as “50 per cent of the amount”, 
and for the 1986 taxation year, be read as “75 per cent of the 
amount”. 


History [Reg. 1205(1)]: S. 1205 renumbered as subsec. 1205(1) 
by P:C. 1985-465, subsec. 6(1), February 14, 1985, Canada Gazette 
Part Il, March 6, 1985, applicable from January 1, 1981. 


(2) Where an expense is incurred before the particu- 
lar time referred to in subsection (1) and a person at 
or after the particular time becomes entitled to re- 
ceive an amount of assistance or benefit in respect of 
the expense, the amount of such assistance or benefit 
shall be included in “the amount of the assistance or 
benefit” referred to in subparagraphs (1)(j)(iii) and 
(iv) as of the particular time. 

History: Subsec. 1205(2) added by P.C. 1985-465, subsec. 6(14), 


February 14, 1985, Canada Gazette, Part IL March 6, 1985, appli- 
cable to amounts that, after March 6, 1985, become receivable. 


1206. Interpretation — (1) In this Part, 


“bituminous sands equipment” means property of 
a taxpayer that 
_ (a) is.included in Class.28 or in paragraph (a) of 
Class 41 in Schedule II, other than property so 
included 


(1) by virtue of the first reference in Class 28 
to. paragraph (1) of Class 10 in Schedule II, 
where the property. was acquired by the tax- . 
payer before November 17, 1978, or 


(ii) by virtue of the reference in Class 28 to 
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paragraph (m) of Class 10 in Schedule II, and 


(b) was acquired by the taxpayer after April 10, 
1978 principally for the purpose of gaining or 
producing income from one or more mines, each 
of which is a location in a bituminous sands de- 
posit, oil sands deposit or oil shale deposit, from 
which material is extracted; 
History: Para. (a) of “bituminous sands equipment” in subsec. 
1206(1) substituted by P.C. 1990-2780, subsec. 7(1), December 20, 
1990, Canada Gazette, Part II, January 16, 1991, applicable to 1988 
et Seq. 


Definition of “bituminous sands equipment” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 
Part Il, March 28, 1979, effective for the period commencing April 
11, 1978. 


“Canadian exploration and development over- 
head expense”’ of a taxpayer means a Canadian ex- 
ploration expense or a Canadian development ex- 
pense of the taxpayer made or incurred after 1980 


(a) that was in respect of the administration, man- 
agement or financing of the taxpayer, 


(b) that was in respect of the salary, wages or 
other remuneration or related benefits paid in re- 
spect of a person employed by the taxpayer 
whose duties were not all or substantially all di- 
rected towards exploration or development 
activities, 

(c) that was in respect of the upkeep or mainte- 
nance of, taxes or insurance in respect of, or 
rental or leasing of, property other than property 
all or substantially all of the use of which by the 
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taxpayer was for the purposes of exploration or 
development activities, or 


(d) that may reasonably be regarded as having 
been in respect of 


(i) the use of or the right to use any property 
in which any person who was connected with 
the taxpayer had an interest, 


(i1) compensation for the performance of a 
service for the benefit of the taxpayer by any 

_ person who was connected with the taxpayer, 
or 


(iii) the acquisition of any materials, parts or 
supplies from any person who was connected 
with the taxpayer 


to the extent that the expense exceeds the least of 
amounts, each of which was the aggregate of the 
costs incurred by a person who was connected 
with the taxpayer 


(iv) in respect of the property, 


(v) in respect of the performance of the ser- 
vice, or 


(vi) in respect of the materials, parts or 
supplies; 
History: Paras. (b) and (c) of “Canadian exploration and develop- 
ment overhead expense” substituted by P.C. 1985-465, s. 7, Febru- 
ary 14, 1985, Canada Gazette, Part II, March 6, 1985, effective 
commencing January 1, 1981 


“Canadian exploration and development overhead expense” added 
by P.C. 1981-3329, s. 7, November 26, 1981, Canada Gazette, Part 
II, December 9, 1981, effective commencing January 1, 1981. 


‘Canadian oil and gas exploration expense” of a 
taxpayer means an outlay or expense made or in- 
curred after 1980 that would be a Canadian explora- 
tion expense of the taxpayer within the meaning as- 
signed by paragraph 66.1(6)(a) [66.1(6)“Canadian 
exploration expense’’] of the Act if that paragraph 
were read without reference to subparagraphs (iii) 
and (ii1.1) [paras. (f) and (g)] thereof and if the refer- 
ence in subparagraphs (iv) and (v) [paras. (h) and (i)] 
thereof to “any of subparagraphs (i) to (iii.1) [paras. 
(a) to (g)]” were read as a reference to “‘any of sub- 
paragraphs (1) to (11.2) [paras. (a) to (e)]’, other than 
an outlay or expense that was a Canadian exploration 
expense by virtue of clause 66.1(6)(a)(4i)(B) or 
(i.1)(B)  [66.1(6)“Canadian exploration ex- 
pense’’(c)(ii) or (d)(ii)] of the Act that was in respect 
of a qualified tertiary oil recovery project; 

History: Paras. (b) and (c) of “Canadian oil and gas exploration 
expense” substituted by P.C. 1985-465, s. 7, February 14, 1985, 


Canada Gazette, Part Il, March 6, 1985, effective commencing Jan- 
uary 1, 1981. 


“Canadian oil and gas exploration expense” added by P.C. 1981- 
3329, s. 7, November 26, 1981, Canada Gazette, Part Il, December 
9, 1981, effective commencing January 1, 1981. 
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“conventional lands” means lands situated in Can- 
ada other than non-conventional lands; 


“disposition of property”’ has the meaning assigned 
by paragraph 13(21)(c) [13(2 1) "disposition of prop- 
erty’’] of the Act; 

History: Definition of “disposition of property” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 
Part I, March 28, 1979, effective for the period commencing April 
11.1978, 


“enhanced recovery equipment” means property 
of a taxpayer that 


(a) is included in Class 10 in Schedule II by vir- 
tue of paragraph (j) of the description of that 
Class, and 


(b) was acquired by the taxpayer after April 10, 
1978 and before 1981 for use in the production of 
oil, from a reservoir or a deposit of bituminous 
sand, oil sand or oil shale in Canada operated by 
the taxpayer, that is incremental to oil that would 
be recovered using primary recovery techniques 
alone, 


other than property 

(c) used by the taxpayer as part of a primary re- 
covery process prior to the use described in para- 
graph (b), 

(d) that had, before it was acquired by the tax- 
payer, been used for any purpose whatever by 
any person with whom the taxpayer was not deal- 
ing at arm’s length, or 


(e) that has been used by any person before April 
11, 1978 in the production of oil, from a reservoir 
in Canada, that is incremental to oil that would be 
recovered using primary recovery techniques 
alone; 


History: “Enhanced recovery equipment” substituted by P.C. 1990- 
2780, subsec. 7(2), deemed in force as of April 11, 1978. 


Para. (b) of “enhanced recovery equipment” substituted by P.C. 
1981-3329, s. 7, November 26, 1981, Canada Gazette, Part II, De- 
cember 9, 1981, effective commencing January 1, 1981. 


Para. (c) of “enhanced recovery equipment” substituted by P.C. 
1980-1483, s. 4, June 5, 1980, Canada Gazette, Part Il, June 25, 
1980, effective April 11, 1978. 


Definition of “enhanced recovery equipment” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 


Reg. 1206(1) non 


Part Il, March 28, 1979, effective for the period commencing April 
Lis 1978: 


“exempt partnership” in respect of a taxpayer at a 
particular time means a partnership of which the tax- 
payer was a member throughout the period begin- 
ning on December 20, 1991 and ending at the partic- 
ular time, where all or substantially all of the fair 
market value of the property of the partnership at the 
particular time is attributable to property held in con- 
nection with one or more working interests that were 
held by the partnership on December 20, 1991 for 
the production of minerals, petroleum, natural gas or 
related hydrocarbons, unless 


(a) any of the depreciable property acquired after 
December 20, 1991 and before the particular time 
by the partnership in connection with one of the 
working interests had, before the time of the ac- 
quisition, been owned by the taxpayer (or any 
other person with whom the taxpayer did not deal 
at arm’s length) and been used by the taxpayer 
(or that other person) in connection with that 
working interest, or 


(b) it is reasonable to consider that, before the 
particular time, amounts were charged to the part- 
nership that would not have been so charged if 
section 1210 were read without reference to sub- 
section (4) of that section; 
History: The definition “exempt partnership” added to subsec, 
1206(1) by P.C. 1996-1488, subsec. 4(3), September 24, 1996, Can- 
ada Gazette, Part II, October 16, 1996, applicable to fiscal periods 
of partnerships that begin. after December 20, 1991. 


“exporting resource” means, in relation to a partic- 
ular processing property of a taxpayer, a resource the 
ore or any portion thereof produced from which dur- 
ing the year immediately preceding the day on which 
the property was acquired by the taxpayer was ordi- 
narily processed outside Canada to any stage that is 
not beyond the prime metal stage or its equivalent; 


“mine” means any location where material is ex- 
tracted from a resource but does not include a well 
for the extraction of material from a deposit of bitu- 
minous sand, oil sand or oil shale; 


History: “Mine” substituted by P.C. 1980-1483, s. 4, June 5, 1980, 
Canada Gazette, Part II; June 25, 1980, effective April 11, 1978. 


‘non-conventional lands” means lands that belong 
to Her Majesty in right of Canada, or in respect of 
which Her Majesty in right of Canada has the right 
to dispose of or exploit the natural resources, situ- 
ated in 


(a) the Yukon Territory, the Northwest Territo- 
ries, or Sable Island, or 


(b) those submarine areas, not within a province, 
adjacent to the coast of Canada and extending 
throughout the natural prolongation of the land 
territory of Canada to the outer edge of the conti- 
nental margin or to a distance of two hundred 
nautical miles from the baselines from which the 
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breadth of the territorial sea of Canada is mea- 
sured, whichever is the greater; 
History: Paras. (b) and (c) of “non-conventional lands” substituted 


by P.C. 1985-465, s. 7, February 14, 1985, Canada Gazette, Part II, 
March 6, 1985, effective commencing January 1, 1981. 


“Non-conventional lands” added by P.C. 1981-3329, s..7, Novem- 
ber 26, 1981, Canada Gazette, Part Il, December 9, 1981, effective 
commencing January 1, 1981. 


“ore” includes ore from a mineral resource that has 
been processed to any stage that is prior to the prime 
metal stage or its equivalent; 


“original owner” of a property means a. person 


(a) who owned the property and disposed of it to 
a corporation that acquired it in circumstances in 
which subsection 1202(2) applies, or would apply 
if the corporation had continued to own the prop- 
erty, to the corporation in respect of the property, 
and 


(b) who would, but for paragraph 1202(2)(b) (as 
it read in its application to taxation years ending 
before February 18, 1987) or paragraph 
1202(3)(a), as the case may be, be entitled in 
computing the person’s income for a taxation 
year ending after the person disposed of the prop- 
erty to a deduction under section 1201 in respect 
of expenditures that were incurred by the person 
before the person disposed of the property; 


History: “Original owner” added by P.C. 1990-2780, subsec. 7(5), 
applicable to taxation years ending after February 17, 1987. 


*“‘predecessor owner” of a property means a corpo- 
ration 


(a) that acquired the property in circumstances in 
which subsection 1202(2) applies, or would apply 
if the corporation had continued to own the prop- 
erty, to the corporation in respect of the property, 


(b) that disposed of the property to another corpo- 
ration that acquired it in circumstances in which 
subsection 1202(2) applies, or would apply if the 
other corporation had continued to own the prop- 
erty, to the other corporation in HeSRERe of the 
property, and 


(c) that would, but for subsection 1202(10), be 
entitled in computing its income for a taxation 
year after it disposed of the property to a deduc- 
tion under subsection 1202(2) in respect of ex- 
penditures incurred by an original owner of the 
property; 

History: “Predecessor owner” added by P.C. 1990-2780, subsec. 

7(5), applicable to taxation years ending after February 17, 1987. 


“primary recovery” means the recovery of oil from 
a reservoir as a result of utilizing the natural energy 
of the reservoir to move the oil toward a producing 
well; 

History: Definition of “primary recovery” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 


Part II, March 28, 1979, effective for the period commencing April 
11, 1978. 
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‘proceeds of disposition” of property has the mean- 
ing assigned by paragraph 13(21)(d) [13(21)“pro- 
ceeds of disposition’’] of the Act; 

History: Definition of “proceeds of disposition” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 


Part I, March 28, 1979, effective for the period iin Bio a April 
11, 1978. 


“processing property” means property . 


(a) that is included in Class 10 of Schedule II be- 
cause of paragraph (g) of the description of that 
Class or would be so included if that paragraph 
were read without reference to subparagraph (ii) 
of that paragraph and Schedule II were read with- 
out reference to Class 41, or 


(b) that is included in Class 10 in Schedule II be- 
cause of paragraph (k) of the description of that 
Class or would.be so included: if that paragraph 
were read without reference to the words follow- 
ing subparagraph (ii) of that paragraph and 
Schedule II were read, without reference to Class 
41, 


other than property that had, before it was acquired 
by a taxpayer, been used for any purpose whatever 
by any person with whom the taxpayer was not deal- 
ing at arm’s length; 

History: Paras. (a) and (b) of the definition “processing property” 
in subsec. 1206(1) amended by P.C. 1996-1488, subsec. 4(1:), Sep- 
tember 24, 1996, Canada Gazette, Part II, October 16, 1996, appli- 
cable to 1988 ef seq. 


“production royalty’ means an amount.in respect 
of a particular Canadian resource property included 
in computing the income of a taxpayer as a rental or 
royalty computed.-by reference to the amount or 
value of petroleum, natural gas or related hydrocar- 
bons produced after 1981 from a natural accumula- 
tion of petroleum or natural gas in Canada (other 
than a resource) or from an oil or gas well in Canada 
or produced after June, 1988 from a resource that is 
a bituminous sands deposit, oil sands deposit or oil 
shale deposit, if ; 


(a) the taxpayer has a Crown royalty in respect of 
(i) such production, or 


(ii) the ownership of property to oles such 
production relates where the Crown royalty is 
computed by reference to. an amount of pro- 
duction from the accumulation, oil or gas. well 
or resource, 


and it is reasonable to consider that the tdiosiiet 
would have had the Crown royalty if the tax- 
payer’s only source of income had been the rental 
or royalty in respect of the particular property, or 


(b) the taxpayer would, but for an exemption or 
allowance (other than a rate of nil) that is pro- 
vided, pursuant to a statute, by a person referred 
to in subparagraph 18(1) (m) (i), (ii) or (iii) of the 
Act, have a Crown royalty in respect of which 
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paragraph (a). is: applicable; 
History: Subpara. (a)(ii) of the definition “production royalty” in 
subsec. 1206(1) amended by P.C. 1996-1488, subsec. 4(2); Septem- 
ber 24, 1996, Canada Gazette, Part H, October 16, 1996, applicable 
in respect of rentals and royalties computed by. reference to the 


amount or value of petroleum, natural gas or shed hydrocarbons 
produced after June 30, 1988. 
Para. (b) of “production royalty” in subséc. 1206(1) amended by 
P.C. 1992-2335, Sch. IL, s. 2; November 19, 1992, Canada Gazette, 
Part II, December 2, 1992, effective December 2, 1992. 
“Production royalty” substituted by P.C. 1990-2780, subsec.'7(3), 
applicable (by subsec. 15(13), as amended by P.C. 1992-2335, Sch. 
Is. 3,, November 19, 1992, Canada Gazette Part II; December 2, 
1992) in respect of rentals and royalties computed by reference to 
the amount or value of petroleum, natural gas or related hydrocar- 
bons produced after June 30, 1988, except that in its application to 
rentals and royalties computed by reference. to the amount or, value 
of petroleum, natural gas or related hydrocarbons, produced before 
November 16, 1989 the definition shall be read as follows: 
“production royalty” means an amount included in computing 
the income of a taxpayer as a rental or royalty computed by 
reference to the amount or value of petroleum, natural’ gas or 
related hydrocarbons produced after 1981 from a natural ac- 
cumulation of petroleum or natural gas in Canada (other than 
a resource) or from an oil or gas well in Canada, or produced 
after June, 1988 from a resource that is a bituminous sands 
deposit, oil sands deposit or oil shale deposit, if 


_ (a) the taxpayer has a Crown royalty in respect of 
_ G) such production, or 


(ii) the ownership of property to which such produc- 
tion relates where the Crown royalty is computed by 
reference to an amount of production from the prop- 
erty, or 


(b) the taxpayer would, but for an exemption or allow- 
ance (other than a rate of nil) that is provided, pursuant to 
a statute, by a person referred to in subparagraph 
18(1)(m)(i), Gi) or (iii) of the Act, have a Crown royalty 
referred to in paragraph (a); 
That portion of “production royalty” preceding para. (a) substituted 
by P.C. 1990-162, subsec. 5(1), applicable to taxation years ending 
after March 1985. 


The definition “production royalty” added by P.C. 1985-465, s. 7, 
February 14, 1985, Canada Gazette, Part Il, March 6, 1985, effec- 
tive January 1, 1982. 


“qualified resource” means, in relation to a particu- 
lar processing property of a taxpayer, a resource that, 
within a reasonable time after the property was ac- 
quired by him, 


(a) came into production in reasonable commer- 
cial quantities, or 

(b) was the subject of a major expansion whereby 
the greatest designed capacity, measured in tons 
of input of ore, of the mill that processed ore 
from the resource was not less than 25 per cent 
greater in the year immediately following the ex- 
pansion than it was in the year immediately pre- 
ceding the expansion; 


‘qualified tertiary oil recovery project” in respect 
of an expense incurred in a taxation year means a 
project that uses a method (including a method that 
uses carbon dioxide miscible, hydrocarbon miscible, 
thermal or chemical processes but not including a 
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_ secondary recovery method) that is designed: to re- 


cover. oil from an oil well in Canada that is incre- 
mental to oil that would be recovered therefrom by 
primary recovery and a Secondary recovery ‘method, 
if 
(a) a specified royalty provision applies in the 
year or in the immediately following taxation 
year in respect of the production, if any, or any 
portion thereof from the project or in respect of 
the ownership of nee to arti such Fe gcociin: 
tion relates, 


(b) the project is on a reserve within the meaning 
of the Indian ‘Act, or 
(c) the project is located in the Province of 
Ontario; : | 
History: “Qualified tertiary oil recovery project” was added by 


| P.C. 1985-465, s. 7, February 14, 1985, Canada Gazette, Part II, 
| March 6, 1985. The definition “qualified tertiary oil recovery pro- 


ject” (corrected by Canada Gazette, Part II, June 26, 1985, p. 2797) 
is applicable with respect to expenses incurred after 1980, except 
that for expenses incurred before 1982 the definition shall be read as 
follows: 


“qualified tertiary oil recovery project” in respect of an ex- 
pense incurred in a taxation year means a project that uses a. 
method (including a method that uses carbon dioxide misci- 
ble, hydrocarbon miscible, thermal or chemical processes but . 
not including a secondary recovery method) that is designed 
to recover oil from an oil well in.Canada that is incremental 
to.oil that would be. recovered therefrom by primary recovery 
and a secondary recovery method; 


“resource” means any mineral resource in Canada; 


“resource activity” of a taxpayer means 


(a) the production by the taxpayer of petroleum, 
natural gas or related hydrocarbons from 


(i) an oil or gas well in Canada, or 


(ii) a natural accumulation (other than a min- 
eral resource) of Ls tae or natural gas in 
Canada, 


(b) the production and processing in Canada by 
the taxpayer or the processing in Canada by the 
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taxpayer of 


(i) ore (other than iron ore or tar sands ore) 
from a mineral resource in Canada to any 
stage that is not beyond the prime metal stage 
or its equivalent, 


(ii) iron ore from a mineral resource in Can- 
ada to any stage that is not beyond the pellet 
stage or its equivalent, and 


(iii) tar sands ore from a mineral resource in 
Canada to any stage that is not beyond the 
crude oil stage or its equivalent, 


(c) the processing in Canada by the taxpayer of 
heavy crude oil recovered from an oil or gas well 
in Canada to any stage that is not beyond the 
-crude oil stage or its equivalent, 


(d) the processing in Canada by the taxpayer of 


(i) ore (other than iron ore or tar sands ore) 
from a mineral resource outside Canada to 
any stage that is not beyond the prime metal 
stage or its equivalent, 


(ii) iron ore from a mineral resource outside 
Canada to any stage that is not beyond the 
pellet stage or its equivalent, and 


(iii) tar sands ore from a mineral resource 
outside Canada to any stage that is not beyond 
the crude oil stage or its equivalent, or 


(e) the ownership by the taxpayer of a right to a 
rental or royalty computed by reference to the 
amount or value of production from a natural ac- 
cumulation of petroleum or natural gas in Can- 
ada, an oil or gas well in Canada or a mineral re- 
source in Canada, 


and, for the purposes of this definition, 


(f) the production of a substance by a taxpayer 
includes exploration and development activities 
of the taxpayer with respect to the substance, 
whether or not extraction of the substance has be- 
gun or will ever begin, 


(g) the production or the processing, or the pro- 
duction and processing, of a substance by a tax- 
payer includes activities performed by the tax- 
payer that are ancillary to, or in support of, the 
production or the processing, or the production 
and processing, of that substance by the taxpayer, 


(h) the production or processing of a substance by 
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a taxpayer includes an activity (including the 
ownership of property) that is undertaken before 
the extraction of the substance and that is under- 
taken for the purpose of extracting or processing 
the substance, 


(i) the production or the processing, or the pro- 
duction and processing, of a substance by a tax- 
payer includes activities that the taxpayer under- 
takes as a consequence of the production or the 
processing, or the production and processing, of 
that substance, whether or not the production, the 
processing or the production and processing of 
the substance has ceased, and 


(j) notwithstanding paragraphs (a) to (i), the pro- 
duction, the processing or the production and 
processing of a substance does not include any 
activity of a taxpayer that is part of a source de- 
scribed in paragraph 1204(1)(b), where 


(i) the activity 


(A) is the transporting, transmitting or 
processing (other than processing de- 
scribed in subparagraph (b)(iii), paragraph 
(c) or subparagraph (d)(i1i)) of petroleum, 
natural gas or related hydrocarbons, or 


(B) can reasonably be attributed to a ser- 
vice rendered by the taxpayer, and 


(11) revenues derived from the activity are not 
taken into account in computing the tax- 
payer’s gross resource profits; 
History: The definition “resource activity” added to subsec. 
1206(1) by P.C. 1996-1488, subsec. 4(3), September 24, 1996, Can- 


ada Gazette, Part II, October 16, 1996, applicable to taxation years 
that begin after December 20, 1991. 


“secondary recovery method” means a method to 
recover from a reservoir oil that is incremental to oil 
that would be recovered therefrom by primary recov- 
ery, by supplying energy to supplement or replace 
the natural energy of the reservoir through the use of 
technically proven methods, including 
waterflooding; 

History: “secondary recovery method” added by P.C. 1985-465, s. 


7, February 14, 1985, Canada Gazette, Part II, March 6, 1985, ef- 
fective January 1, 1981. 
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“specified development well’? — [Revoked] 


History: The definition ‘specified development well” revoked by 
P.C. 1985-465, s. 7, February 14, 1985, Canada Gazette, Part II, 
March 6, 1985, effective January 1, 1981. 


“Specified development well” added by P.C. 1981-3329, s. 7, No- 
vember 26, 1981, Canada Gazette, Part II, December 9, 1981, ef- 
fective commencing January 1, 1981. 


“specified percentage” for a calendar year 


_ (a) in respect of a Canadian oil and gas explora- 
tion expense of a taxpayer for that year incurred 
in respect of conventional lands means, 


(i) for the 1981 calendar year, 100 per cent, 


(ii) for the 1982 calendar year, 60 per cent, 
and 


(iii) for the 1983 calendar year, 30 per cent, 
and 


(b) in respect of a Canadian oil and gas explora- 
tion expense of a taxpayer for that year incurred 
in respect of non-conventional lands means, 


(i) for the 1981 and 1982 calendar years, 100 
per cent, 


(ii) for the 1983 calendar year, 60 per cent, 
and 


(iii) for the 1984 calendar year, 30 per cent; 


History: Paras. (b) and (c) of “specified percentage” substituted by 
P.C. 1985-465, s. 7, February 14, 1985, Canada Gazette, Part II, 
March 6, 1985, effective January 1, 1981. 


“Specified percentage” added by P.C. 1981-3329, s. 7, November 
26, 1981, Canada Gazette, Part II, December 9, 1981, effective 
commencing January 1, 1981. 


“specified property” of a person means all or sub- 
stantially all of the property used by the person in 
carrying on in Canada such of the businesses. de- 
scribed in subparagraphs 66(15)(h)(i) to. (vii) 
[66(15)“principal-business corporation’’(a) to (g)] of 
the Act as were carried on by the person; 

History: “Specified property” added by P.C. 1990-2256, subsec. 
4(1), October 18, 1990, Canada Gazette, Part II, November 7, 1990, 
applicable after 1984. 


“stated percentage”’ means 
(a) where the taxpayer is an individual other than 
a trust, in respect of subparagraph 1203(2)(a)(i), 
(i) 100 per cent in respect of an expenditure 
incurred before 1989, 


(ii) 50 per cent in respect of an expenditure 
incurred after 1988 and before 1990, and 
(i11) 0 per cent in respect of an expenditure in- 
curred after 1989, 
(b) in respect of subparagraph 1203(2)(a)() 
(where paragraph (a) is not applicable) and 
paragraphs 1205(1)(a), (b), (c) and (f) | 
(i) 100 per cent in respect of an expenditure 


incurred or a cost incurred in borrowing capi- 
tal before July. 1, 1988, 


(i1) 50 per cent in respect of an expenditure 
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incurred or a cost incurred in borrowing capi- 
tal after June 30, 1988 and before 1990, and 


(iii) O per cent in respect of an expenditure in- 
curred or a cost incurred in borrowing capital 
after 1989, 


(c) where the taxpayer is an individual other than 
a trust, in respect of subparagraph 1203(2)(a)(ii) 
and subsection 1203(4), 


(i) 100 per cent in respect of any assistance 
that relates to expenditures incurred before 
1989, : 


(ii) 50 per cent in respect of any assistance 
that relates to expenditures incurred after 1988 
and before 1990, and 


(iii) O per cent in respect of any assistance that 
relates to expenditures incurred after 1989, 
and 


(d) in respect of subparagraph 1202(2)(b)(iii), 
subparagraph 1203(2)(a)(i) (where paragraph (c) 
is not applicable), subsection 1203(4) (where par- 
agraph (c) is not applicable) and subparagraph 
1205(1)@)Git), 


(1) 100 per cent in respect of any assistance or 
benefit that relates to expenditures incurred 
before July 1, 1988, 


(ii) 50 per cent in respect of any assistance or 
benefit that relates to expenditures incurred 
after June 30, 1988 and before 1990, and 


(ii1) O per cent in respect of any assistance or 
benefit that relates to expenditures incurred 
after 1989; 


History: “Stated percentage” added by P.C. 1990-2780, subsec. 
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“tar sands ore” means ore extracted, other than 
through a well, from a mineral resource that is a de- 
posit of bituminous sand, oil sand or oil shale; 

History: “Tar sands ore” added by P.C. 1985-465, s. 7, February 


14, 1985, Canada Gazette, Part I, March 6, 1985, applicable to tax- 
ation years commencing after November 12, 1981. 


“tertiary recovery equipment” means property of a 
taxpayer that 


(a) is, or but for Class 41 in Schedule II would 
be, included in Class 10 in Schedule II by virtue 
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of paragraph (j) of the description of that Class, 


(b) was acquired by the taxpayer after 1980 for 
use in a qualified tertiary oil recovery project, 


other than property 


(c) used by the taxpayer for another use prior to 
the use described in paragraph (b), or 


(d) that had, before it was acquired by the tax- 
payer, been used for any purpose whatever by 
any person with whom the taxpayer was not deal- 
ing at arm’s length. 
History: “Tertiary recovery equipment” substituted by P.C. 1990- 
2780, subsec. 7(4), deemed in force as of January 1, 1981 except 


that para. (a) shall before 1988 be read without reference to the 
words “or but for Class 41 in Schedule I would be”. 


Para. (c) of “tertiary recovery equipment” substituted by P.C. 1985- 
465, s. 7, February 14, 1985, Canada Gazette, Part Il, March 6, 
1985, effective commencing January 1, 1981. 


“Tertiary recovery equipment” added by P.C. 1981-3329, s. 7, No- 
vember 26, 1981, Canada Gazette, Part Il, December 9, 1981, ef- 
fective commencing January 1, 1981. 


(2) In this Part, “joint exploration corporation”, 
“principal-business corporation’, “production” from 
a Canadian resource property, “reserve amount” and 
“shareholder corporation” have the meanings as- 
signed by subsection 66(15) of the Act. 

History: Subsec. 1206(2) substituted by P.C. 1990-2780, subsec. 


7(6), December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years ending after February 17, 1987. 


Subsec. 1206(2) substituted by P.C. 1986-2590, s. 8, November 20, 
1986, Canada Gazette, Part II, December 10, 1986, applicable after 
April 19, 1983. 


Subsec. 1206(2) substituted by P.C. 1985-465, February 14, 1985, 
Canada Gazette, Part I, March 6, 1985, effective commencing Jan- 
uary 1, 1981. 


(3) For the purposes of sections 1201 to 1209 and 
1212, where at the end of a fiscal period of a partner- 
ship, a taxpayer was a member thereof 


(a) the resource profits of the partnership for the 
fiscal period, to the extent of the taxpayer’s share 
thereof, shall be included in computing his. re- 
source profits for his taxation year in which the 
fiscal period ended; 


(b) any property acquired or disposed of by the 
partnership shall be deemed to have been ac- 
quired or disposed of by the taxpayer to ithe ex- 
tent of his share thereof; 


(c) any property deemed by paragraph (by to have 
been acquired or disposed of by the taxpayer 
shall be deemed to have been acquired or dis- 
posed of by him on the day the property was ac- 
quired or disposed of by the partnership; 


(d) any amount that has become receivable by the 
partnership and in respect of which the considera- 
tion given by the partnership therefor was prop- 
erty (other than property referred to in paragraph 
59(2)(a), (c) or (d) of the Act or a share or inter- 
est therein or right thereto) or services, all or part 
of the original cost of which to the partnership 
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may reasonably be regarded primarily as, an, ex- 


ploration or development expense of the tax- 
payer, shall be deemed to be an amount receiva- 
ble by the taxpayer to the extent of his share 


thereof, and the consideration ‘so given by the - 
partnership shall; to the extent of the’ taxpayer’s | 


share thereof, be deemed to have been’ given by 


the taxpayer for the amount. deemed to be receiv- 


able. by him; 


(e) any ‘expenditure incurred or deenicd to have 
been incurred by the partnership shall be deemed — 


to have been incurred by the taxpayer to the ex- 
tent of the, taxpayer’s share thereof; and 


(f) any amount or expenditure deemed by para- 
graph (d) or (e) to have been receivable or in- 
curred,-as the case may be, by the taxpayer shall 
be deemed. to have become receivable or been in- 
curred, as the case may be, by the taxpayer on the 
day the amount became receivable or the expen- 


diture was. incurred or deemed to have been in- 


curred by the partnership. 


History: Paras. 1206(3)(e), (f) substituted by P.C. 1990- 2256, sub- 
sec. 4(2), October 18, 1990, Canada Gazette, Part II, November 7, 


1990, applicable in respect of isle hace or expenses incurred af- _ 


ter February 1986: 
Paras. 1206(3)(b), (d) and (e) substituted, para. 1206(3)(f) added, by 


P.C.: 1985-465, subsecs. 7(12) and (13), February 14, 1985, Canada © 


Gazette, Part II, March 6, 1985, applicable to: fiscal periods ending 
after March 6, 1985. 


Paras. 1206(3)(b), (c) substituted, paras. (d), (e) batted by EC; 


1980-1483, subsec. 4(4), June 5, 1980, Canada Gazette, Part Il, | 


June 25, 1980. 


All that portion of subsec. 1206(3) preceding para. (a) substituted, 
pata. 1206(3)(c) added, by subsecs.~5(3), (4) of P.C. 1979-649, 
March 8, 1979, Canada Gazette, Part II, March 28, 1979, effective 
for the period commencing April 11,1978. 


(3.1) For the. purposes. of sections. 1201. to 1203, 
1205, 1217 and 1218, where a taxpayer was a mem- 
ber of a partnership at the end of a fiscal period of 
the partnership, the taxpayer shall be deemed to re- 
ceive or to become entitled to receive any amount of 
assistance or benefit, whether,such amount is by way 
of.a grant, subsidy, rebate, forgivable loan, deduc- 
tion from royalty or tax, rebate. of royalty or tax, in- 
vestment allowance or any other form of assistance 
or benefit; that the partnership..at any time receives 
or becomes entitled to receive in respect of expenses 
incurred in that fiscal period of the Pore to 
the extent of, 


(a) where. the partnership. in the fiscal panel re- 
ceives or- becomes entitled to receive the amount, 
the taxpayer’s share thereof, or 


(b) where the partnership after the fiscal iperdda 
becomes entitled to, receive the amount, what 
would have.-been the taxpayer’s share. thereof if 
the partnership had in the fiscal period received 
or become entitled to receive the amount, 


and the. time.at which the taxpayer is deemed to re-_ 


ceive or become entitled to receive such share of the 
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amount shall be the time that the partnership receives 
or becomes entitled to receive the amount. 
History: That portion of subsec. 1206(3.1) preceding para: (a) wiki 


stituted by P.C. 1988-1608, subsec. 1(1), August.11, 1988; Canada 
Gazette, Part II, August 31, 1988, applicable to_1985 et seq. 


Subsec. 1206(3.1) added. by P.C. 1985-465, subsec. 7(14), February 
14,.1985, Canada Gazette, Part II, March 6, ,1985, applicable to fis- 
cal periods ending after March 6, 1985. 


(4) Where an expense incurred after November 
1969 that was a Canadian exploration and develop- 
ment expense or that: would have been such an ‘ex- 
pense if it had been incurred after 1971 (other than 
an amount included therein that is in respect of fi- 
nancing or the cost of any Canadian resource prop- 
erty acquired by a joint exploration corporation: or 
any property acquired by a joint exploration corpora- 
tion that would have been a Canadian resource prop- 
erty if it had been acquired after 1971), a Canadian 
exploration expense (other than an amount included 
therein that is in respect of financing) or a Canadian 
development expense (other than an amount in- 
cluded therein that is in respect of financing or an 
amount referred to in subparagraph 66.2(5)(a)(iii) 
[66.2(5)“Canadian development expense’’(e)] of the 
Act) has been renounced in favour of a taxpayer and 
was deemed to be an expense of the taxpayer for the 
purposes. of subsection 66(10), (10.1) or (10.2) of the 
Act or subsection 29(7) of the Income Tax. Applica- 
tion Rules, the expense shall, 


(a) for the purposes of sections 1203 and 1205, be 
deemed to have been such an expense incurred by 
the taxpayer at the time the expense was incurred 
by the joint exploration corporation; and 


 (b) for the: purposes of; sections, 1204 and 1210 
~and paragraphs 1217(2)(e) and 1218(2)(e), be 
‘deemed to have been such an expense,incurred by 
the taxpayer at the time it was deemed to, have 
been incurred by the taxpayer for the purposes of 
subsection 66(10), (10.1) or (10.2) of the Act or 
subsection 29(7) of the Income Tax va et 
Rules, as the case may be. 


History: Subsec: 1206(4) amended by P.C., 1994-1817, s..48; No- 


vember 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Para. 1206(4)(b) ‘substituted by’ P.C. 1988-1608, subsec. 1(2), Au- 
gust 11, 1988, Canada Gazette, Part II,, August.31, 1988, PRBUEARIE 
to 1985 et seg. 


Subsec, 1206(4) substituted by P.C. 1985-465, subsec. 7(15), Febru- 
ary 14, 1985, Canada Gazette, Part II, March 6, 1985, applicable 
with respect to expenses renounced after 1981. 


(4.1), An expense that is a Canadian exploration and 
development overhead expense of the joint explora- 
tion corporation referred to in subsection (4), or 
would be such an expense if the references to “con- 
nected with the taxpayer” in paragraph (d) of the 
definition “Canadian exploration and development 
overhead expense” in subsection (1) were read as 
“connected with the shareholder corporation in fa- 
vour of whom the expense was renounced for the 
purposes of subsection 66(10.1). or (10.2) of the 
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Act”, that may reasonably be considered to be in- 
cluded in a Canadian exploration expense or Cana- 
dian development expense that is deemed by subsec- 
tion (4) to be a Canadian exploration expense or 
Canadian development expense of the shareholder 
corporation, shall be deemed to be a Canadian explo- 
ration and development overhead expense of the 
shareholder corporation incurred by it at the time the 
expense was deemed by subsection (4) to have been 
incurred by it and shall be deemed at and after that 
time not to be a Canadian exploration and develop- 
ment overhead expense incurred by the joint explo- 
ration corporation. 

History: Subsec. 1206(4.1) added by P.C. 1985-465, subsec. 7(16), 


February 14, 1985, Canada Gazette, Part Il, March 6, 1985, appli- 
cable to expenses renounced after March 6, 1985. 


(4.2) For the purposes of paragraphs 66(12.6)(b), 
(12.601)(d) and (12.62)(b) of the Act, a prescribed 
Canadian exploration and development overhead ex- 
pense of a corporation is 


(a) a Canadian exploration and development 
overhead expense of the corporation; 


(b) an expense that would be a Canadian explora- 
tion and development overhead expense of the 
corporation if the references to “connected with 
the taxpayer” in paragraph (d) of the definition 
“Canadian exploration and development over- 
head expense” in subsection (1) were read as 
“connected with the person to whom the expense 
is renounced under subsection 66(12.6), (12.601) 
or (12.62) of the Act’; and 


(c) an expense that would be a Canadian explora- 
tion and development overhead expense of the 
corporation if the references to “person who was 
connected with the taxpayer” in paragraph (d) of 
the definition “Canadian exploration and devel- 
opment overhead expense” in subsection (1) were 
read as “person to whom the expense is re- 
nounced under subsection 66(12.6), (12.601) or 
(12.62) of the Act”. 

History: Subsec. 1206(4.2) amended by P.C. 1996-494, s. 2, April 


16, 1996, Canada Gazette, Part Il, May 1, 1996, applicable in re- 
spect of expenses incurred after December 2, 1992. 


Subsecs. 1206(4.2) added by P.C. 1990-2256, subsec. 4(3), October 
18, 1990, Canada Gazette, Part II, November 7, 1990, applicable in 
respect of expenditures or expenses incurred after February 1986. 


(4.3) For the purposes of subsections (4.2) and (5), a 
partnership shall be deemed to be a person and its 
taxation year shall be deemed to be its fiscal period. 
History: Subsecs. 1206(4.3) added by P.C. 1990-2256, subsec. 
4(3), October 18, 1990, Canada Gazette, Part II, November 7, 1990, 


applicable in respect of expenditures or expenses incurred after Feb- 
ruary 1986. 


(5) For the purposes of subsection (6) and the defini- 
tion “Canadian exploration and development over- 
head expense” in subsection (1), 


(a) a person and a particular corporation are con- 
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nected with each other if 


(i) the person and the particular corporation 
are not dealing at arm’s length, 


(i1) the person has an equity percentage in the 
particular corporation that is not less than 10 
per cent, or 


(iii) the person is a corporation in which an- 
other person has an equity percentage that is 
not less than 10 per cent and the other person 
has an equity percentage in the particular cor- 
poration that is not less than 10 per cent; 


(a.1) a person and another person that is not a 
corporation are connected with each other if they 
are not dealing at arm’s length; and 


(b) “costs incurred by a person” shall not include 


(i) an outlay or expense described in any of 
paragraphs (a) to (c) of that definition made or 
incurred by the person if the references in 
those paragraphs to “taxpayer” were read as 
references to “person”, 


(11) an outlay or expense made or incurred by 
the person to the extent that it is not reasona- 
bly attributable to the use of a property by, the 
performance of a service for, or any materials, 
parts, or supplies acquired by, the taxpayer re- 
ferred to in that definition, and 


(ii1) an amount in respect of the capital cost to 
the person of a property, other than, where the 
property is a depreciable property of the per- 
son, that proportion of the capital allowance 
of the person for his taxation year in respect 
of the property that may reasonably be consid- 
ered attributable to the use of the property by, 
or in the performance of a service for, the tax- 
payer referred to in that definition. 

History: Para. 1206(5)(a.1) added by P.C. 1990-2256, subsec. 4(4), 

October 18, 1990, Canada Gazette, Part II, November 7, 1990, ap- 


plicable in respect of expenditures or expenses incurred after Febru- 
ary 1986. 


Subpara. 1206(5)(b)(iii) substituted by P.C. 1985-465, subsec. 
7(17), February 14, 1985, Canada Gazette, Part Il, March 6, 1985, 
effective commencing January 1, 1981. 


Subsec. 1206(5) added by P.C. 1981-3329, subsec. 7(7), November 
26, 1981, Canada Gazette, Part II, December 9, 1981, effective 
commencing January 1, 1981. 


(6) For the purpose of subparagraph (5)(b)(iii), the 
“capital allowance” of a person (in this subsection 
referred to as the “owner’’) for his taxation year in 
respect of a property owned by him means that pro- 
portion of an amount not exceeding 20 per cent of 
the amount that is 


(a) in the case of a property owned by the owner 
on December 31, 1980, the lesser of 


(i) the capital cost of the property to the owner 
computed as if no amount had been included 
therein that is a cost of borrowing capital, in- 
cluding any cost incurred prior to the com- 
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mencement of carrying on a business, and 


(ii) the fair market value of the property on 
December 31, 1980, 


(b) in the case of a property acquired by the 
owner ‘after December 31, 1980 that was previ- 


ously owned ‘by a person connected with the 


owner, the lesser of 


(i) the capital cost of the property, computed 
as if no amount had been included therein that 
is a cost of borrowing capital, including any 
cost incurred prior to the commencement of 
Carrying on a business, to the person; who was 


connected with the owner, who: was the first | 


person to acquire the property from a person 


with whom the owner. was not connected, and | 


(i1) the fair market value of the property at the 
time it was acquired by the owner, and 


(c) in any other case, the capital cost of the prop- 
erty to the owner computed as if no amount had 
been included therein that is a cost of borrowing 
capital, including any cost incurred prior to the 
commencement of carrying on a business, 


that the number of days in the taxation year during 
which the property was owned by the owner is of 
365. 


(7) For the purposes of paragraph (5)(a), “equity per- 
centage” has the meaning assigned by paragraph 
95(4)(b) [95(4)“equity percentage’’] of the Act. 
History: Subsecs. 1206(6), (7) added by P.C. 1981-3329, subsec. 
7(7), November. 26, 1981, Canada Gazette, Part Il, December 9, 
1981, effective commencing January 1, 1981. 


(8) For the purposes of the definition “qualified terti- 
ary oil recovery project” in subsection (1), a “speci- 
fied royalty provision” means: 
(a) the Experimental Project CaN Royalty 
Regulation of Alberta (Alta. Reg. 36/79); 


(b) The Experimental Oil Sands Royalty Regula- 
tions of Alberta (Alta. Reg. 287/77); 


(c) section 4.2 of the Petroleum Royalty Regula- 
tions of Alberta (Alta. Reg. 93/74); | 


(d) section 58A of the Petroleum and Natural 


Gas Regulations, 1969 of Saskatchewan (Sas- 


katchewan Regulation 8/69); 

(e) section 204.0f The Freehold Oil and Gas Pro- 
duction Tax Regulations, 1983 of Saskatchewan 
(Saskatchewan Regulation 11/83); 

(f) item 9 of section 2 of the Petroleum and Natu- 
ral Gas Royalty Regulations of British Columbia 
(B.C. Reg. 549/78); 

(g) the Freehold Mineral Taxation Act of 
Alberta; 

(h) the Freehold Mineral Rights Tax Act of 
Alberta; 


(i) Order in Council 427/84 pursuant to section 
9(a) of the Mines and Minerals Act of Alberta; 
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(j) Order in Council 966/84 pursuant to section 9 
of the Mines and Minerals Act of Alberta; or 


(k) Order in Council 870/84 pursuant to section 9 
of the Mines and Minerals Act of Alberta. 


History: Para. 1206(8)(k) added by P.C. 1990-162, subsec. 5(2), 
applicable to 1982 et seq. 


Subsec..1206(8) added. by P.C:, 1985-465, -subsec. 7(18), February 
14, 1985, Canada Gazette, Part Il, March 6, 1985, effective com- 
mencing January i, 1981. 


(8.1) For the purposes of airy cits (a) of the: sce 
tion of “qualified tertiary. oil recovery project’ 
subsection (1), where at a particular time he ae 
tional approval is given by a person referred to in 
subparagraph 18(1)(m)(1), (ii) or (iii) of the Act for a 
specified royalty provision to apply at a time after 
the particular time, the specified royalty provision 
shall be deemed to apply as of the particular time. 
History: Subsec.' 1206(8.1) added by P.C> 1990-2780, subsec. 7(7), 
December 20,1990, Canada Gazette, Part Il, January 16, 1991, ap- 
plicable after 1980... 


(9) For the purposes of the definition ‘ satbdustibh 
royalty” in subsection (1); a “Crown royalty” of a 
taxpayer in respect of the production of petroleum, 
natural gas or related hydrocarbons from: a natural 
accumulation of petroleum or natural gas in Canada, 
an oil or gas well in Canada, a resource that is a bitu- 
minous sands deposit, oil sands deposit or oil shale 
deposit or in respect of the ownership of a natural 
reservoir of gas or petroleum in Canada means an 
amount 


(a) that would be included in computing his in- 
come for a taxation year by viftue of paragraph 
12(1)(0) of the Actin respect of such production 
or ownership if that paragraph were read without 
reference to the words “or a prescribed amount”, 


(b) that would not be deductible in computing his 

income for a taxation year by virtue of paragraph 

18(1)(m) of the Act in respect of such production 

or ownership if that paragraph were read without 

reference to the words “other than a prescribed 
amount’, 


(c) by which his proceeds of Porc ‘of such 
production are increased by virtue of subsection 
69(6) of the Act, or 


(d) by which his cost of acquisition of such pro- 
duction is reduced by virtue of subsection 69(7) 
of the Act, 


less,,in respect of an amount described in paragraph 
(a) or (b), the amount,of any reimbursement, contri- 
bution or allowance referred to in section 80.2 of the 
Act received or receivable by the taxpayer in respect 
of that amount. 

History: The closing words of subsec. 1206(9) amended by P.C. 


1996-1488, subsec. 4(4), September 24; 1996, Canada Gazette, Part 
Il, October 16, 1996, applicable after January 1990. 


That portion of subsec. 1206(9) preceding para. (a) substituted by 
P.C. 1990-2780; subsec. 7(8), December 20, 1990, Canada Gazette, 
Part I, January 16, 1991, applicable after June: 30, 1988. 
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That portion of subsec. 1206(9) preceding para. (a) substituted by 
P.C, 1990-162, subsec. 5(3), applicable to taxation years ending af- 
ter March 1985. 


Subsec. 1206(9) added by P.C. 1985-465, subsec. 7(19), February 
14, 1985, Canada Gazette, Part II, March 6, 1985, effective com- 
mencing January 1, 1982. 


1207. Frontier exploration allowances — (1) A 
taxpayer may deduct in computing his income for a 
taxation year such amount as he may claim not ex- 
ceeding the lesser of 


(a) his income for the year, computed in accor- 
dance with Part I of the Act, if no deduction were 
allowed under this subsection; and 


(b) his frontier exploration base as of the end of 
the year (before making any deduction under this 
subsection for the year). 


(2) For the purposes of this section, the “frontier ex- 
ploration base” of a taxpayer as of a particular time 
means the amount by which the aggregate of 


(a) the aggregate of all amounts, each of which is 
an amount in respect of a particular oil or gas 
well in Canada equal to 6673 per cent of the 
amount by which 


(i) expenses incurred after March, 1977 and 
before April, 1980 and before the particular 
time in respect of the well (other than ex- 
penses that may reasonably be regarded as 
having been incurred as consideration for ser- 
vices rendered to the taxpayer after March, 
1980) if those expenses would be included in 
the Canadian exploration expense of the tax- 
payer within the meaning of paragraph 
66.1(6)(a) [66.1(6)“Canadian exploration ex- 
pense’’] of the Act (if that paragraph were read 
without reference to subparagraphs (ili) and 
(ii.1) [paras. (f) and (g)] thereof and without 
reference to the words “within six months af- 
ter the end of the year, the drilling of the well 
is completed and” in subparagraph (ii) [para. 
(c)] thereof, and if the reference in subpara- 
graphs (iv) and (v) [paras. (h) and (i)] thereof 
to “any of subparagraphs (1) to (iii.1) [paras. 
(a) to (g)]” were read as a reference to “sub- 
paragraph (i) or (ii) [para. (a) or (c)]’’) other 
than 


(A) a cost of borrowing capital, including 
any cost incurred prior to the commence- 
ment of carrying on a business, that was a 
Canadian exploration expense of the 
taxpayer, 


(B) an expense renounced by the taxpayer 
under subsection 66(10.1) of the Act, 


(C) an amount that, by virtue of subpara- 
graph 66.1(6)(a)(iv) [66.1(6)“Canadian ex- 
ploration expense’’(h)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
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clause (A) or (B) that was incurred by a 
partnership referred to in that subpara- 
graph, or 


(D) an amount that, by virtue of subpara- 
graph 66.1(6)(a)(v) [66.1(6)“Canadian ex- 
ploration expense’’(i)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
clause (A) or (B) that the taxpayer incurred 
pursuant to an agreement referred to in that 
subparagraph, 


exceeds . 


(11) the taxpayer’s threshold amount in respect 
of the well, minus the amount that would be 
determined under subparagraph (1) in respect 
of the taxpayer for the well if the reference 
therein to “after March, 1977 and. before 
April, 1980” were read as “‘after June, 1976 
and before April, 1977”, and 


(a.l) where the taxpayer is a successor corpora- 
tion, any amount required by paragraph (7)(a) to 
be added before the particular time in computing 
the taxpayer’s frontier exploration base, 


exceeds the aggregate of 


(b) all amounts deducted by the taxpayer under 
subsection (1) in computing his income for taxa- 
tion years ending before the particular time, 


(c) 6673 per cent of the aggregate of all amounts, 
each of which is an amount that became receiva- 
ble by the taxpayer after March 28,.1979 and 
before the earlier of December 12, 1979 and the 
particular time, and in respect of which the con- 
sideration given by the taxpayer therefor was a 
property (other than a share, or a property that 
would have been a Canadian resource property if 
it had been acquired by the taxpayer at the time 
the consideration was given) or services the cost 
of which may reasonably be regarded as having 
been primarily an expenditure in respect of an oil 
or gas well for which an amount was added in 
computing the taxpayer’s frontier exploration 
base by virtue of paragraph (a) or in computing 
the frontier exploration base of a predecessor by 
virtue of paragraph (a) as it applied to the prede- 
cessor where the taxpayer 1s a successor corpora- 
tion to the predecessor, as the case may be; and 


(d) where the taxpayer is a predecessor, any 
amount required by paragraph (7)(b) to be de- 
ducted before the particular time in computing 
the taxpayer’s frontier exploration base. 
History: Cl. 1207(2)(a)(i)(A), para. 1207(2)(c) substituted by P.C. 
1981-3329, s. 8, November 26, 1981, Canada Gazette, Part II, De- 
cember 9, 1981, para. 1207(2)(c) effective commencing December 
12, 1979. 
All that portion of subpara. 1207(2)(a)() preceding cl. (A) substi- 
tuted by P.C. 1980-3311, December 4, 1980, Canada Gazette, Part 
II, December 24, 1980. 


All that portion of subpara. 1207(2)(a)(i) preceding cl. (A), and cl. 
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1207(2)(a)G)(C) substituted by P.C. 1980-1483, subsec. 5(1), June 
5, 1980, Canada Gazette, Part II, June 25, 1980, effective Decem- 
ber 6, 1979. 


That portion of subsec. 1207(2) preceding para. (a) and that portion 
following para. (a) substituted by subsecs. 6(1), (2) of P.C. 1979- 
649, March 8, 1979, Canada Gazette, Part Il, March 28, 1979. 


(3) For the purposes of subparagraph (2)(a)(ii), a tax- 
payer’s “threshold amount” in respect of an oil or 
gas well means 


(a) where the taxpayer and one or more other per- 
sons have filed an agreement with the Minister in 
prescribed form in respect of the well and 


(i) the amount allocated to each such person in 
the agreement does not exceed the amount 
that would be determined, at the time the 
agreement is filed, under subparagraph 
(2)(a)() in respect of that person for the well, 
if the reference in that subparagraph to 
“March, 1977” were read as “June, 1976’, and 


(ii) the aggregate of the amounts allocated by 
the agreement is $5 million, 


the amount allocated to the taxpayer in the agree- 
ment, but if no amount is allocated to the tax- 
payer in the agreement, nil; 


(b) where such an agreement has been filed in re- 
spect of the well by one or more persons other 
than the taxpayer, nil; or 


(c) where no such agreement has been filed in re- 
spect of the well, $5 million. 


Forms: T3015: Allocation agreement to determine a taxpayer’s 
threshold amount in respect of an oil or gas well. 


(4) Where as a result of mechanical or geological 
difficulties the drilling of a particular oil or gas well 
does not achieve its stated geological objectives 
under the drilling authority issued by the relevant 
government body and a further well, including a re- 
lief well, is drilled on the same geological formation 
and may reasonably be regarded as a continuation of 
or a substitution for the particular oil or gas well, the 
expenses in respect of the drilling of the further well 
shall, for the purposes of this section, be deemed to 
be expenses in respect of the drilling of the particular 
oil or gas well. 


(5) For the purposes of this section, 
(a) when a shareholder corporation is deemed to 


have incurred a Canadian exploration expense by » 


virtue of an election made by a joint exploration 
corporation pursuant to subsection 66(10.1) of 
the Act, that expense shall be deemed to have 
been incurred by the shareholder corporation at 
the time when it was incurred by the joint explo- 
ration corporation; and 


(b) when a member of a partnership is deemed to 
have incurred a Canadian exploration expense by 
virtue of subparagraph 66.1(6)(a)(iv) 
[66.1(6)““Canadian exploration expense’’(h)] of 
the Act, that expense shall be deemed to have 
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been incurred by the member at the time when it 
was incurred by the partnership. 
History: Para. 1207(5)(b) substituted by P.C. 1980-1483, subsec. 


5(2), June 5, 1980, Canada Gazette, Part II, June 25, 1980, effective 
December 6, 1979. 


(6) For the purposes of this section, “oil or gas well” 
means any well drilled for the purpose of producing 
petroleum or natural gas or of determining the exis- 
tence, location, extent or quality of an accumulation 
of petroleum or natural gas, other than a,mineral 
resource. : | 

History: Subsec. 1207(6) substituted by P.C. 1990-2780, ‘subsec. 


8(1), December 20, 1990, Canada Gazette, Part Il, January 16, 
1991, applicable to taxation years ending after March 1985. 


Subsec. 1207(6) substituted by. P.C. 1985-465, s. 8, February 14, 
1985, Canada Gazette, Part Il, March 6, 1985, effective commenc- 
ing January 1, 1981. 


(7) Subject to subsections 1202(5) and (6), where a 
corporation (in this section referred to as the “‘suc- 
cessor corporation”) has at any time (in this subsec- 
tion referred to as the “time of acquisition”) after 
April 19, 1983 and. in a taxation year (in this subsec- 
tion referred to as the “transaction year’’) acquired a 
property from another person (in this subsection re- 
ferred to as the “predecessor’), the following rules 
apply: 
(a) for the purpose of computing the frontier ex- 
ploration base of the successor corporation as of 
any time after the time of acquisition, there shall 
be added. an amount equal to the amount required 
by paragraph (b) to be deducted in computing the 
frontier exploration base of the predecessor; and 


(b) for the purpose of computing the frontier ex- 
ploration base of the predecessor as of any time 
after the transaction year of the predecessor, there 
shall be deducted the amount, if any, by which 


(i) the frontier exploration base of the prede- 
cessor immediately before the time of acquisi- 
tion (assuming for this purpose that, in the 
case of an acquisition as a result of an amalga- 
mation described in section 87 of the Act, the 
predecessor ‘existed after the time of acquisi- 
tion and no property was acquired or disposed 
of in the course of the amalgamation) 


exceeds 


(ii) the amount, if any, deducted under subsec- 
tion (1) in computing the income of the prede- 
cessor. for the transaction year. of the 
predecessor. 
History: That portion of subsec. 1207(7) preceding para. (a) substi- 
tuted by P.C. 1990-2780, subsec. 8(2), December 20, 1990, Canada 
Gazette, Part II, January 16, 1991, applicable to taxation years end- 
ing after February 17, 1987. 
That portion of subsec. 1207(7) preceding para. (a) substituted by 
P.C. 1990-2256, subsec. 5(1), October 18, 1990, Canada Gazette, 
Part II, November 7, 1990, applicable in respect. of taxation years 
commencing after 1984. 


That portion of subsec. 1207(7) preceding para. (a) substituted by 
P.C.. 1990-162, s. 6, February 1, 1990, Canada Gazette, Part II, Feb- 
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ruary 14, 1990, applicable with respect to acquisitions occurring af- 
ter 1982 except that with respect to, acquisitions occurring after 
1982 and in taxation years commencing before 1985 the reference 
to “Canadian resource properties of the predecessor” shall be read 
as a reference to “property of the predecessor used by the predeces- 
sor in carrying on in Canada such of the businesses described in any 
of subparagraphs 66(15)(h)@) to (vii) of the Act as were.carried on 
by the predecessor’. 


That portion of subsec. 1207(7) preceding para. (a) substituted by 
P.C. 1985-2277, s. 5, July 24, 1985, Canada Gazette, Part II, Au- 
gust 7, 1985, applicable with respect'to acquisitions of property oc- 
curring after April 19, 1983. 


That portion of subsec. 1207(7) preceding para. (a) substituted by 
P.C. 1980-1483, subsec: 5(3), June 5,:1980, Canada Gazette, Part 
II, June-25, 1980, effective November 17, 1978: 


Subsec. 1207(7) substituted by subsec. 6(3) of P.C. 1979-649, 
March 8, 1979, Canada Gazette, Part Il, March 28, 1979. 


Subsec. 1207(7) added by s. 7 of P.C. 1978-1849, June 8, 1978, 
Canada Gazette, Part II, June 28, 1978, applicable to taxation years 
ending after March 1977. 


(8) [Revoked] 
History: Subsec. 1207(8) revoked by P.C. 1990-2780, subsec. 8(3), 


December 20, 1990, Canada Gazette, Part If, January 16, 1991, ap- 
plicable to taxation years ending after February 17, 1987. 


Subsec. 1207(8) added by P.C. 1990-2256, subsec. 5(2), October 
18, 1990, Canada Gazette, Part Il, November 7, 1990, applicable in 
respect ‘of taxation years commencing after 1984 except that the 
Minister of National Revenue shall be deemed to have been notified 
in circumstances satisfying the condition set out in para. (c) if the 
Minister is notified in writing of the agreement referred to therein 
within 180 days after November 7, 1990. 


1208. Additional allowances in respect of 
certain oil or gas wells — (1) Subject to subsec- 
tions (3) and (4) where a taxpayer has income for a 


taxation year from an oil or gas well that is outside — 


Canada, or where an individual has income for a:tax- 
ation year from an oil or gas well in Canada, in com- 
puting his income for the year he may deduct: the 
lesser of 


(a) the aggregate of drilling costs incurred by him 
in that year and previous taxation years in respect 
of the well (not including the cost of land, leases 
or other rights and not including indirect ex- 
penses such as general exploration, geological 
and geophysical expenses) minus the aggregate 
of all amounts deductible in respect thereof in 
computing his income for previous years; and 


(b) that part.of his income for the. year that may 
reasonably. be regarded as income from the well. 


(2) Where a taxpayer has more than one oil or gas 
well to which subsection (1) applies, the allowance 
in respect of the drilling costs of each well shall be 
computed separately. 


(3) Where an individual has income for ‘a taxation 
year from an oil or gas well in Canada, no deduction 
may be made under this section in computing such 
income in respect of drilling costs of that well in- 
curred after April 10, 1962. 


(4) Where a taxpayer has income for a taxation year 
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from an oil or gas well that is outside Canada, no 
deduction may be made under this section in com- 
puting such income in respect of drilling costs of that 
well incurred after 1971. 


1209. Additional allowances in respect of 
certain mines — (1) Subject to subsection (3); 
where a taxpayer operates in Canada a mine for the 
production of materials from a resource he may de- 
duct, in computing his income. for a taxation year, 
such amount as he. may claim not exceeding. 25. per 
cent of,the amount computed under subsection (2). 


(2) The amount referred to in subsection (1) is the 
aggregate of all expenditures made or incurred by 
the taxpayer before 1972 that are reasonably attribu- 
table to the prospecting and exploration for and the 
development of the mine prior to the coming into 
production of the mine in reasonable: commercial 
quantities, except to the extent that the expenditures 
were 


(a) expenditures in respect of which a deduction 
from, or in computing, a taxpayer’s income tax or 
excess. profits tax was. provided by section.8 of 
the Income War Tax Act; . 


(b) expenditures in. respect of which an amount 
was. deducted in computing a taxpayer’s income 
under section 16 of chapter 63, S.C., 1947 or sec- 
tion 16 of chapter 53, S.C., 1947-48 or, if the ex- 
penditure was incurred prior to 1953, under sec- 
tion 53 of chapter 25, S.C., 1949 (Second 
Session); : 


(c) expenditures incurred after 1952 in respect of 

which a deduction was or is provided by section 

53 of chapter 25, S.C.,'1949, (Second Session), 

section 83A of the Act as it read in its application 
“to the 1971 taxation year or section 29 of Bo: Tn- 
~come Tax Application Rules; 


(d) expenditures deducted in computing the in- 
come of the taxpayer in the year they were 
PNCULICG® ht tis a rinse 

(e) the cost to the taxpayer of property in respect 
of which, an allowance is provided under. para- 
graph 20(1)(a) of the Act; or 


(f) the cost to the taxpayer of a leasehold interest. 


(3) The amount deductible under subsection (1) shall 
not exceed the amount computed under subsection 
(2) minus the aggregate of 


(a) amounts deducted under subsection (1) in 
computing the income of the taxpayer for ag 
ous taxation years; and 


(b) similar amounts deducted in computing the 
income of the taxpayer for the purposes of the Jn- 
come War Tax Act and The 1948 Income Tax Act 
(as defined in paragraph 12(d) of the Income. Tax 
Application Rules). 


History: Para. 1209(2)(c) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part U1, November 30, 1994. 
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1210. Resource allowance — (1) For the purpose 
of paragraph 20(1)(v.1) of the Act, there may be de- 
ducted in computing the income of a taxpayer for a 
taxation year the amount determined by the formula 


Ds (A —B)-C 
where 


A. is the taxpayer’s adjusted resource profits for the 
year; | 


B is the total of all amounts each of which is a Ca- 
nadian exploration and development overhead 
expense made or incurred by the taxpayer in the 
year, other than an amount included therein be- 
cause of subsection 21(2) or (4) of the Act; and 


C is the amount, if any, by which 


(a) the total of all amounts determined under 
paragraphs 1205(1)(e) to (k) in computing the 
taxpayer’s earned depletion base at the end of 
the year, other than any portion of that total 
determined under paragraph 1205(1)(i) as a 
consequence of a disposition in the year of 
property in circumstances to which subsection 
1202(2) applies 


exceeds 


(b) 33 '/ per cent of the total of all amounts 
determined under paragraphs 1205(1)(a) to 
(d.2) in computing the taxpayer’s earned de- 
pletion base at the end of the year. 


History: S. 1210 substituted by P.C. 1996-1488, s. 5, September 
24, 1996, Canada Gazette, Part Il, October 16, 1996; subsec. (1) 
applicable to taxation years that begin after December 20, 1991 ex- 
cept that, where the year ended before March 19, 1993, the descrip- 
tion of B shall be read as follows: 


B is the total of all amounts each of which is a Canadian 
exploration and development overhead expense made or 
ineurred by the taxpayer in the year, other than each 
amount included therein in respect of financing, deducted 
in computing the taxpayer’s income for the year, 


That portion of subpara. 1210(1)(a)G) preceding cl. (A) substituted 
by P.C. 1993-415, s. 2, March 9, 1993, Canada Gazette, Part II, 
March 24, 1993, applicable to taxation years commencing after 
1987. 


That portion of subpara. 1210(1)(a)G) preceding cl. (A) substituted 
by P.C. 1990-2780, subsec. 9(1), December 20, 1990, Canada Ga- 
zette, Part Il, January 16, 1991, applicable to taxation years com- 
mencing after 1987. 


Cl. 1210(1)(a)G)(A) and subpara. (1)(a)(ii1) substituted by subsecs. 
9(2), (3) of the said P.C. 1990-2780, applicable in respect of rentals 


and royalties computed by reference to the amount or value of pe- | 


troleum, natural gas or related hydrocarbons produced after June 30, 
1988. 


Para. 1210(1)(b) substituted by subsec. 9(4) of the said P.C. 1990- 
2780, applicable to taxation years ending after February 17, 1987. 


Cl. 1210(1)(a)G@)(A) and subpara. (1)(a)(@ii) substituted by P.C. 
1990-162, s. 7, February 1, 1990, Canada Gazette, Part II, February 
14, 1990, applicable to taxation years ending after March 1985. 


Subsec. 1210(1) substituted by P.C. 1985-465, s. 9, February 14, 
1985, Canada Gazette, Part Il, March 6, 1985, applicable with re- 
spect to 1981 et seg. except that with respect to taxation years that 
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end before 1984 subsec. 1210(1), shall be read as follows: 


1210. (1) For the purposes of paragraph 20(1)(v.1) of the Act, 
there may be. deducted in computing the income of a tax- 
payer, for a taxation year an amount equal to 25 per. cent of 
the amount, if any, by which 


(a) his resource profits for the year (within the meaning 
assigned by subsection 1204(1) if that subsection were 
read without reference to paragraph (a) or subparagraph 
- (b)Civ) thereof) computed as if no amounts were deducted 
in computing those resource profits. 
(i) in respect of a rental or royalty paid or payable by 
, the taxpayer (other than an incremental resource roy- 
alty, within the meaning. assigned by the Petroleum 
and Gas Revenue Tax Act, an amount prescribed in 
section 1211 or an amount that is a production roy- 
alty) computed by reference to the amount or value 
of petroleum, natural gas of related hydrocarbons 
produced after December 31, 1981. from. a property 
that is an oil or gas well in Canada, 
(ii) in respect of financing, or 
(iii) under paragraph 20(1)(v.1) Of the Act or para- 
graph 1204(1)(d) or (e) 
exceeds the aggregate of 
(b) the aggregate of all amounts each of which is a Cana- 
dian exploration and development overhead expense 
made or incurred by the taxpayer in the year, other than 
an amount included therein 
(i) that is in respect of financing, or 
(ii) in respect of which a person has received, is enti- 
~ tled to receive or, at any time, becomes entitled to 
receive or 
(A) an incentive under the Petrolenn Incentives 
Program Act, or 
(B) a payment from the Alberta Petroleum In- 
centives Program Fund under the Petroleum In- 
centives Program Act of the Province of Alberta, 
and 
(c) the aggregate of all amounts each of which is an 
amount included in his resource profits for the year that 
was a rental or royalty (other than a production royalty) 
computed by reference to. the amount or value of petro- 
leum, natural gas or related hydrocarbons produced after 
December 31, 1981 from an oil or gas well in Canada. 
Subsec. 1210(1) substituted by P.C. 1981-3329, s. 9, November 26, 
1981, Canada Gazette, Part Il, December 9, 1981, applicable in re- 
spect of 1981 et seq. 


(2) For the purposes of this section, “adjusted re- 
source profits” of a taxpayer for a taxation year is the 
amount, which may be positive or negative, deter- 
mined by the formula 


A+B-—C 
where 
A is the amount that would be the taxpayer’s re- 


source profits for the year if the following as- 
sumptions were made: 


(a) the amount determined under paragraph 
1204(1)(a) were nil, 


(b) subsection 1204(1) were read without ref- 
erence to subparagraph 1204(1)(b)(iv) and the 
definition “resource activity” in subsection 
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1206(1) were read without reference to para- the income or loss of a partnership from any 
graph (d) of that definition, source were not taken into account, and 
(c) the following amounts were not deducted (e) subsections 1204(1) and (1.1) provided for 
in computing the taxpayer’s gross resource the computation of negative amounts where 
profits for the year and were not deducted in the amounts subtracted in computing gross re- 
computing the taxpayer’s resource profits for source profits and resource profits exceed the 
the year: amounts added in computing those amounts; 
(i) each amount deducted in computing the | B is the total of all amounts each of which is the 
taxpayer’s income for the year in respect taxpayer’s share of the adjusted resource profits 
of a rental or royalty paid or payable by of a partnership for the year, as determined under 
the taxpayer (other than an amount pre- subsection (3) or (4); and 


scribed in section 1211 or an amount that | © jg the amount, if any, by which 
is a production royalty) computed by refer- 
ence to the amount or value of petroleum, 
natural gas or related hydrocarbons 


(a) the total of all amounts each of which is an 
amount included in the taxpayer’s gross re- 
source profits for the year as a rental or roy- 
alty (other than a production royalty) com- 
puted by reference to the amount or value of 
petroleum, natural gas or related hydrocarbons 
produced from . 


(i) a natural accumulation (other than a re- 
source) of petroleum or natural gas in Can- 
ada or an oil or gas well in. Canada, or 


(ii) a resource that is a bituminous sands 
deposit, oil sands deposit or oil shale 
deposit 


exceeds 


(b) where the year ends after March 6, 1996, 
the total of all outlays and expenses that were 
made or incurred in respect of the total. de- 
scribed in paragraph (a) to the extent that the 
outlays and expenses were deducted in com- 
puting the taxpayer’s gross resource profits 
for the year. : nC 


(A) produced from a natural accumula- 
tion (other than a resource) of petro- 
leum or natural gas in Canada or an oil 
or gas well in Canada, or 


(B) produced from a resource that is a 
bituminous sands deposit, oil sands de- 
posit or oil shale deposit, 


(ii) each amount deducted in computing 
the taxpayer’s income for the year 


(A) under any of paragraphs 20(1)(e), 
(e.1), (e.2) and (f) of the Act, or 


(B) as, on account of or in lieu of, inter- 
est in respect of a debt owed by the tax- 
payer, and 


(111) each amount deducted under any of 
paragraph 20(1)(v.1) and sections 65 to 
66.7 of the Act and subsections 17(2) and 

_ (6) and section 29 of the Income Tax Ap- 
plication Rules, 


(d) each amount that is the taxpayer’s share of 
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History: S. 1210 substituted by P.C. 1996-1488, s. 5, September _ 
24, 1996, Canada Gazette, Part II, October 16, 1996; subsec. (2) 
applicable to taxation years that begin after December 20, 1991 ex- — 
cept that, where the year began before March 19, 1993, subpara- 
graph (c)(ii) of the description of A shall be read as follows: 


(ii) each amount in respect of financing deducted in comput- 
ing the taxpayer’s income for the year, 


(3) Where a taxpayer is a member of a partnership in 
a fiscal period of the partnership that ends in a taxa-_ 


tion year of the taxpayer, the taxpayer’s share of the 
partnership’s adjusted resource profits for the year is 


(a) nil, where the fiscal period Sap before De- 


cember 21, 1991; and 


(b) in any other case, the amount, which may be 
positive or negative, that could, if this subsection 
did not apply, reasonably be considered to re- 
present the taxpayer’s share of the partnership’s 
adjusted resource profits for the fiscal period, de- 
termined on the assumption that each partnership 
is a taxpayer the fiscal period of which is a taxa- 
tion year. 

History: S. 1210 substituted by P.C. 1996-1488, s. 5, September 


24, 1996, Canada Gazette, Part II, October 16, 1996; subsec. (3) 
applicable to taxation years that begin after December. 20, 1991. 


(4) Notwithstanding subsection (3), where a taxpayer 
is a member of an exempt partnership in a fiscal pe- 
riod of the partnership that begins before 2000 and 
ends in a taxation year of the taxpayer and the tax- 
payer’s share of the partnership’s adjusted resource 
profits for the year would, if this subsection did not 
apply, be a negative amount, the taxpayer’s share of 
the partnership ’s adjusted resource profits for the 
year is the amount, which may be positive or ee 
tive, determined by the formula 


AXB 
where 


A is the amount that would, if this subsection did 
not apply, be the taxpayer’s share of the partner- 
-ship’s adjusted resource profits for the year; and 
B is | 
(a) nil, where 
(1) the partnership. is an exempt Serene 


in respect of the taxpayer at the end of the 
fiscal period, and 


(ii) at the end of the fiscal period, all or 
substantially all of the assets of the part- 
nership were held in connection with one 
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or more working interests 


(A) the production from which began in 
reasonable commercial quantities 
before December 21, 1991, or 


(B) the production from which was to 
begin in reasonable commercial quanti- 
ties after December 20, 1991 in accor- 
dance with an agreement in writing 
made before December 21, 1991, and 


(b) in any other case, the lesser of one and the 
amount determined by the formula 


C 


D 
where 


C is the amount that would be the partner- 
ship’s adjusted resource profits for the fis- 
cal period if the partnership did not have 

~ any working interest described in subpara- 
graph (a)(ii), and 

D is the partnership’ S adjusted resource prof- 
its for the fiscal period. 


History: S. 1210 substituted by P-C. 1996-1488, s..5, September 
24, 1996, Canada Gazette, Part If, October 16, 1996; subsec. (4) 
applicable to taxation years that begin after December 20, 1991. 
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1211. Prescribed amounts — The following 
amounts are hereby prescribed for the purposes of 
paragraphs 12(1)(o) and 18(1)(m) of the Act: 


(a) an amount paid to, an amount that became 
payable to, or an amount that became receivable 
by 
(1) Her Majesty in right of Canada for the use 
and benefit of a band or bands as defined in 
the Indian Act, or 


(ii) Petro-Canada; 


(b) an amount paid to, an amount that became 
payable to, or an amount that became receivable 
by any of the persons referred to in any of sub- 
paragraphs 18(1)(m)(i) to (iii) of the Act 


(i) that is an amount that may reasonably be 
regarded as being in respect of a rental for any 
property described in clause 66(15)(c)(i1)(B) 
[66(15)“Canadian resource property’(b)(ii)] 
or subparagraph 66(15)(c)(vi) [66(15)“Cana- 
dian resource property’’(f)] of the Act, 


(11) that was paid, became payable, or became 
receivable prior to the commencement of pro- 
duction of minerals from the property referred 
to in subparagraph (i) in reasonable commer- 
cial quantities, and 


(111) that was paid, became payable, or became 
receivable, after December 11, 1979, in re- 
spect of a period commencing after that date; 


(c) an amount paid to, an amount that became 
payable to, or an amount that became receivable 
by any of the persons referred to in any of sub- 
paragraphs 18(1)(m)(i) to (iii) of the Act 


(i) that may reasonably be regarded as being 
in respect of a rental for a nght, licence or 
privilege to store underground petroleum, nat- 
ural gas or other related hydrocarbons in Can- 
ada, and 


(ii) that was paid, became payable, or became 
receivable, after December 11, 1979, in re- 
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spect of a period commencing after that date; 
(d) an amount equal to the lesser of 
(i) an amount that 


(A) became payable to or receivable by 
any. of the persons referred to in any of 
subparagraphs 18(1)(m)(i) to (iii) of the 
Act as a rental for property described in 
subparagraph 66(15)(c)(i) [66(15)Cana- 
dian resource property’(a)] of the Act or 
for a portion of such property, and 


(B) became payable or receivable 


(1) in a taxation year in which there was 
no taking of petroleum, natural gas or 
related hydrocarbons in relation to the 
property or portion thereof, as the case 
may be, to which the rental relates, if 
the amount became payable. or receiva- 
ble after 1984, or 


(iI) prior to the taking of petroleum, 
natural gas or related hydrocarbons in 
relation to the property or. portion 
thereof, as the case may be, to which 
the rental relates, if the amount became 
payable or receivable after October 31, 
1982 and before 1985, and 


(ii) an amount equal to $2.50 per year per hec- 
tare times the number of hectares to which the 
amount referred to in subparagraph (i) relates; 
and 


(e) an amount paid under section 49 of the Can- 
ada Oil and Gas Act. 
History: Paras. 1211(d) and (e) added by P.C. 1985-465, s. 10, 
February 14, 1985, Canada Gazette, Part 1, March 6, 1985, appli- 
cable, as to para. 1211(d), with respect to amounts that after Octo- 
ber 31, 1982 become payable or receivable, and as to para. 1211(e), 
to amounts paid after October 31, 1982. 
Subpara. 1211(b)(i) substituted by P.C. 1981-3329, s. 10, November 
26, 1981, Canada Gazette, Part Il, December 9, 1981. 


Paras. 1211(b), (c) added by P.C. 1980-3279, s. 2, December 4, 
1980, Canada Gazette, Part II, December 24, 1980. S. 1211 added 
by P.C. 1978-1849, s. 8, June 8, 1978, Canada Gazette, Part II, June 
28, 1978, applicable to taxation years ending after May 6, 1974. 


Interpretation Bulletins: [T-438R2: Crown charges — resource 
properties in Canada. 


1212. Supplementary depletion allowances — 
(1) In computing a taxpayer’s income for a taxation 
year there may be deducted 


(a) where the taxpayer is a corporation, such 
amount as it may claim not exceeding the lesser 
of 


(i) the aggregate of 


(A) 50 per cent of its income for the year, 
computed in accordance with Part I of the 
Act without reference to paragraphs 
59(3.3)(c) and (d) thereof, if no deduction 
were allowed under this subsection or sub- 
section 1207(1), and 
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(B) the amount, if any, included in its in- 
come for the year by virtue of paragraphs 
59(3.3)(c) and (d) of the Act, and 


(ii) its supplementary depletion base as of the 
end of the year (before making any deduction 
under this subsection for the year); and 


(b) where the taxpayer is not a corporation, such 
amount as he may claim not exceeding the lesser 
of | 


(i) the aggregate of 


(A) 25 per cent of the amount, if any, by 
which his resource profits for the year ex- 
ceed four times the amount, if any, de- 


‘ducted by virtue of subparagraph 
1201(a)(i) in computing his income for the 
year, and 


(B) the amount, if any, included in his in- 
come for the year by virtue of paragraphs 
59(3.3)(c) and (d) of the Act, and 


(11) his supplementary depletion base as of the 
end of the year (before making any deduction 
under this subsection for the year). 

History: Subparas. 1212(1)(a)(i), (b)G@) substituted by P.C. 1981- 


3329, subsecs. 11(1), (2), November. 26,1981, Canada Gazette, 
Part II, December 9, 1981. 


(2) For the purpose of computing the supplementary 
depletion base of a corporation, where, after the cor- 
poration last ceased to carry on active business, con- 
trol of the corporation is considered, for the purposes 
of subsection 66(11) .of the Act, to have been ac- 
quired by a person or persons who did not control 
the corporation at the time when it so ceased to carry 
on active business, the amount by which the supple- 
mentary depletion base of the corporation at the time 
it last ceased to carry on active business exceeds the 
aggregate of amounts otherwise deducted under sub- 
section (1) in computing its income for taxation 
years ending after that time and before control was 
so acquired, shall be deemed to have been deducted 
under subsection (1) by the corporation in computing 
its income for taxation years ending before control 
was so acquired. 


(3) For the purposes of this section, “supplementary 
depletion base” of a taxpayer as of a particular time 
means the amount by which the aggregate of 


(a) 50 per cent of the aggregate of all expendi- 
tures each of which was incurred by him before 
the particular time and each of which was the 
capital cost to him of property that is enhanced 
recovery equipment, 


(b) 331 per cent of the aggregate of all expendi- 
tures each of which was incurred by him before 
the particular time and each of which was. the 
- capital cost to him of property (other than prop- 
erty that had, before it was acquired by him, been 
used for any purpose whatever by any person 
with whom he was. not dealing at arm’s length) 
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that is bituminous sands equipment acquired by 
him before 1981, and 


(c) where the taxpayer is a successor corporation, 
any amount required by paragraph (4)(a) to be 
added before the particular time in computing the 
taxpayer’s supplementary depletion base, 


exceeds the aggregate of 


(d) all amounts deducted by the taxpayer under 
subsection (1) in computing his income for taxa- 
tion years ending before the particular time; 


(e) 50 per cent of the aggregate of all amounts, 
each of which is a cost of borrowing capital, in- 
cluding any cost incurred prior to the commence- 
“ment of carrying on a business, included in the 
capital cost to him of depreciable property de- 
scribed in paragraph (a); 

(f) 33% per cent of the aggregate of all amounts, 
each of which is a cost of borrowing capital, in- 
cluding any cost incurred prior to the commence- 
ment of carrying on a business, included in the 
capital cost to him of depreciable property de- 
scribed in paragraph (b); 

(g) 50 per cent of the aggregate of all amounts, 
each of which is an:amount in respect of a dispo- 
sition of property (other than a disposition of 
property, that had been used by the taxpayer, to 
any person with whom the taxpayer was not deal- 
ing at arm’s length) of the taxpayer before the 
earlier of December 12, 1979 and the particular 
time, the capital cost of which was added in com- 
puting the taxpayer’s supplementary depletion 
base by virtue of paragraph (a) or in computing 
the supplementary depletion base of a predeces- 
sor by virtue of paragraph (a) as it applied to the 
predecessor where the taxpayer is a successor 
corporation to the predecessor, as the case may 
be, and each of which is the amount that is equal 
to the lesser of 


(i) the proceeds of disposition of the property, 
and 


(ii) the capital cost of the property to the tax- 
payer or the predecessor, as the case may be, 
computed as if no amount had been included 
therein that is a cost of borrowing capital, in- 
cluding a cost. incurred prior to the com- 
mencement of carrying on a business; 


(h) 33’ per cent of the aggregate of all amounts, 
each of which is an amount in respect of a dispo- 
sition of property (other than a disposition of 
property, that had been used by the taxpayer, to 
any person with whom the taxpayer was not deal- 
ing at arm’s length) of the taxpayer before the 
earlier of December 12, 1979 and the particular 
time, the capital cost of which was added in com- 
puting the taxpayer’s supplementary depletion 
base by virtue of paragraph (b) or in computing 
the supplementary depletion base of a predeces- 
sor by virtue of paragraph (b) as it applied to the 
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predecessor where the taxpayer is a successor 
corporation to the predecessor, as the case may 
be, and each of which is the amount that is equal 
to the lesser of 


(i) the proceeds of disposition of the property, 
and 


(ii) the capital cost of the property to the tax- 
payer or the predecessor, as the case may be, 
computed as if no amount had been included 
therein that is a cost. of borrowing capital, in- 
cluding any cost incurred prior to the com- 
mencement of carrying on a business; and 


(i) where the taxpayer is a predecessor, any 
amount required by paragraph (4)(b) to, be. de- 
ducted before the particular time in computing 
the taxpayer’s supplementary depletion base. 
History: Para. 1212(3)(b) substituted by P.C. 1985-465, s. 11, Feb- 


ruary 14, 1985, Canada Gazette, Part II, March 6, 1985, applicable 
to 1984 et seq. 


Paras. 1212(3)(b), (e)—(h) substituted by P.C. 1981-3329, subsecs. 
11(3), (4), November 26, 1981, Canada Gazette, Part Il, December 
9, 1981, effective, as to para. 1212(3)(b), commencing January 1, 
1981, and, as to those portions of paras. 1212(3)(g) and: (h) preced- 
ing subparas. (i) thereof, commencing December 12, 1979. 


Paras. 1212(3)(a), (b), (g), (h) substituted by P.C. 1980-1483, s. 6, 
June 5, 1980, Canada Gazette, Part Il, June 25, 1980. 


(4) Subject to subsections 1202(5) and (6), where a 
corporation (in this section referred to as the “suc- 
cessor corporation”) has at any time (in this subsec- 
tion referred to as the “time of acquisition”) after 
April 19, 1983 and in a taxation year (in this subsec- 
tion referred to as the “transaction year’’) acquired a 
property from another person (in this subsection re- 
ferred to as the “predecessor’), the following rules 
apply: 
(a) for the purpose of computing the supplemen- 
tary depletion base of the successor corporation 
as of any time after the time of acquisition, there 
shall be added an amount equal to the amount re- 
quired by paragraph (b) to be deducted in com- 
puting the supplementary depletion base of the 
predecessor; and | 


(b) for the purpose of computing the supplemen- 
tary depletion base of the predecessor as of any 
time after the transaction year of the predecessor, 


there shall be deducted the amount, if any, by 


which 


(i) the supplementary depletion base of the 
predecessor immediately after the time of ac- 
quisition (assuming for this purpose that, in 
the case of an acquisition as a result of an 
amalgamation described in section 87 of the 
Act, the predecessor existed after the time of 
acquisition and no property was acquired or 
disposed of in the course of the 
amalgamation) 


exceeds . 
(11) the amount, if any, deducted under subsec- 
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tion (1) in:computing the income of the prede- 
cessor for the transaction year of the 
predecessor. 
History: That portion of subsec. 1212(4) preceding para. (a) substi- 
tuted by P.C. 1990-2780, subsec. 10(1), December 20, 1990, Can- 
ada Gazette, Part I, January 16, 1991, applicable to taxation years 
ending after February 17, 1987. 
That portion of subsec. 1212(4) preceding para. (a) substituted by 
P.C. 1990-2256, subsec. 6(1), October 18, 1990, Canada Gazette, 
Part II, November 7, 1990, applicable in respect of taxation years 
commencing after 1984. 


That portion of subsec. 1212(4) preceding para. (a) substituted by 
P.C. 1990-162, s. 8, February 1, 1990, Canada Gazette, Part II, Feb- 
ruary 14, 1990, applicable with respect to acquisitions occurring af- 
ter 1982 except that with respect: to acquisitions occurring after 
1982 and in taxation years commencing before 1985, the reference 
to “Canadian resource properties of the predecessor” shall be read 
as a reference to “property of the predecessor used by the predeces- 
sor in carrying on in Canada such of the businesses described in any 
of subparagraphs 66(15)(h)(i) to (vii) of the Act as were carried on 
by the predecessor”. 

That portion of subsec. 1212(4) preceding para. (a) substituted by 
P.C.. 1985-2277, s. 6, July 24, 1985, Canada Gazette, Part Il, Au- 
gust 7, 1985, applicable with respect to acquisitions of property oc- 
curring after April 19, 1983. 


All that portion of subsec. 1212(4) preceding para. (a) substituted 
by P.C. 1980-1483, s. 6, June 5, 1980, Canada Gazette, Part II, June 
25, 1980, effective November'17, 1978. 


(5) [Revoked] 

History: Subsec. 1212(5) revoked by P.C. 1990-2780, subsec. 
10(2), December 20, 1990, Canada Gazette, Part Ul, January 16, 
1991, applicable to taxation years ending after February 17, 1987. 
Subsec. 1212(5) added by P.C. 1990-2256, subsec. 6(2), October 
18, 1990, Canada Gazette, Part Il, November 7, 1990, applicable in 
respect of taxation years commencing after 1984 except that the 
Minister of National Revenue shall be deemed to have been notified 
in’circumstances satisfying the condition set out in para. (c) if the 


Minister is notified in writing of the agreement referred to therein 
within 180 days after November 7, 1990. 


History [Reg. 1212]: S. 1212 added by s. 7 of P.C. 1979-649, 
March 8, 1979, Canada Gazette, Part II, March 28, 1979, effective 
for taxation years ending after April 10, 1978. 


1213. Prescribed deductions — For the pur- 
poses of subparagraph 66.1(2)(a)(ii) of the Act, “pre- 
scribed deduction” in respect of a corporation for a 
taxation year means an amount deducted under sub- 
section 1202(2) by the corporation in computing its 
income for the year. 

History: S. 1213 substituted by P.C. 1990-2780, s. 11, December 


20, 1990, Canada Gazette, Part II, January 16, 1991, applicable to 
taxation years ending after February 17, 1987. 


S. 1213 added by P.C. 1981-3329, s. 12, November 26, 1981, Can- 
ada Gazette, Part II, December 9, 1981, applicable in respect of tax- 
ation years ending after December 11, 1979. 


1214. Amalgamations and windings-up — (1) 
Where a particular corporation amalgamates with an- 
other corporation to form a new corporation, or the 
assets of a subsidiary are transferred to its parent 
corporation on the winding-up of the subsidiary, and 
subsection 87(1.2) or 88(1.5) of the Act is applicable 
to the new corporation or the parent corporation, as 
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the case may be, the new corporation or the parent 
corporation, as the case may be, shall be deemed to 
be the same corporation as, and a continuation of, 
the particular corporation or the subsidiary, as the 
case may be, for the purposes of 


(a) computing the mining exploration depletion 
base (within the meaning assigned by subsection 
1203(2)), the earned depletion base, the frontier 
exploration base (within the meaning assigned by 
subsection 1207(2)) and the supplementary de- 
pletion base (within the meaning assigned by 
subsection 1212(3)) of the new corporation or the 
parent corporation, as the case may be; and 


(b) determining the amounts, if any, that may be 
deducted under subsection 1202(2) in computing 
the income of the new corporation or the parent 
corporation, as the case may be, for a particular 
taxation year. 


(2) Where there has been an amalgamation (within 
the meaning assigned by subsection 87(1) of the Act) 
of two or more particular corporations to form one 
corporate entity, that entity shall be deemed to be the 
Same corporation as, and a continuation of, each of 
the particular corporations for the purposes of sub- 
section 1202(9). 


(3) Where a taxable Canadian corporation (in this 
subsection referred to as the “subsidiary”) has been 
wound up in circumstances in which subsection 
88(1) of the Act applies in respect of the subsidiary 
and another taxable Canadian corporation (in this 
subsection referred to as the “parent”), the parent 
shall be deemed to be the same corporation as, and a 
continuation of, the subsidiary for the purposes of 
subsection 1202(9). 

History: The heading to s. 1214 substituted by P.C. 1990-2780, 
subsec. 12(1), December 20, 1990. Canada Gazette, Part II, January 
16, 1991, applicable in respect of amalgamations or windings-up 
commencing after. 1982. 

Subsec. 1214(1) substituted for s. 1214, and subsecs. (2), (3) added, 
by subsec. 12(2) of the said P.C. 1990-2780, applicable in respect of 
amalgamations and windings-up occurring after January 15, 1987 
except that, in respect of amalgamations and windings-up in taxa- 
tion years ending before February 18, 1987, para. 1214(1)(b) shall 
be read as if the reference.to “subsection 1202(2)” were a reference 
to “subsections 1202(2) and (3)”. 


S. 1214 substituted by P.C. 1990-162, s. 9, February 1, 1990, Can- 
ada Gazette, Part II, February 14, 1990, applicable with respect to 
amalgamations occurring or windings-up commencing after 1982. 
All that portion of s. 1214 preceding para. (b) substituted by P.C. 
1985-465, s. 12, February 14, 1985, Canada Gazette, Part Il, March 
6, 1985, applicable to amalgamations occurring after December 14, 
197s: 

S. 1214 added by P.C. 1981-3329, s. 12; November 26, 1981, Can- 
ada Gazette, Part Il, December 9, 1981, effective commencing De- 
cember 15, 1975. 


1215. [Revoked] 


History: S. 1215 revoked by P.C. 1990-2256, s. 7, October 18, 
1990, Canada Gazette, Part Il, November 7, 1990, applicable after 
1985. 


Reg. 1217(2)(f) 


S. 1215 added by P.C. 1985-465, s. 13, February 14, 1985, Canada 
Gazette, Part II, March 6, 1985, applicable to 1984 et seg. 


1216. Prescribed persons — For the purposes of 
subsection 208(1) of the Act, “prescribed person” 
means a person described in paragraph 149(1)(d) of 
the Act. 

History: S. 1216 added by P.C. 1985-465, s. 14, February 14, 


1985, Canada Gazette, Part Il, March 6, 1985, applicable to 1979 et 
seq. 


1217. Prescribed Canadian exploration ex- 
pense —(1) For the purposes of subsection 
66(14.1) of the Act, the prescribed Canadian explo- 
ration expense of a corporation for a taxation year is 
the amount, if any, by which its total specified ex- 
ploration expenses for the year exceed its total ex- 
ploration assistance for the year. 


(2) For the purposes of subsection (1), the total spec- 
ified exploration expenses of a particular corporation 
for a particular taxation year are the aggregate of 


(a) all expenses (other than expenses referred to 
in paragraph (b) or (c)) that are described in any 
of subparagraphs 66.1(6)(a)(i) to (ii) of the Act 
and that were incurred by the particular corpora- 
tion in the particular year and after March 1985 
and before October 1986, 


(b) where the particular corporation is a share- 
holder corporation of a joint exploration corpora- 
tion, all expenses described in any of subpara- 
graphs 66.1(6)(a)(i) to (ii) of the Act that were 
incurred by the joint exploration corporation after 
March 1985 and before October 1986 and in the 
taxation year of the joint exploration corporation 
ending in the particular year and that were 
deemed under paragraph 66(10.1)(c) of the Act to 
be Canadian exploration expenses incurred by the 
particular corporation in the particular year, and 


(c) all expenses that would be described in sub- 
paragraph 66.1(6)(a)(iv) or (v) of the Act if the 
references in those subparagraphs to “any of sub- 
_ paragraphs (i) to (iii.1) incurred” were read as 
“any of subparagraphs (i) to (ii) incurred after 
March 1985 and before October 1986” and that 
were incurred by the particular corporation in the 
particular year or by a partnership in a fiscal pe- 
riod of the partnership that ended in the particular 
year if, at the end of that fiscal period, the partic- 
ular corporation was a member of the partnership 


other than 
(d) expenses renounced by the corporation at any 
time under subsection 66(10.1) or (12.6) of the 
Act, 
(e) Canadian exploration and development over- 
head expenses of the corporation or of a partner- 
ship of which the corporation was a member, or 


- (f) expenses incurred or deemed to have been in- 
curred by the corporation in a period during 
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which it was exempt from tax on its taxable in- 
come under Part I of the Act. 


(3) For the purposes of subsection (1), the total ex- 
ploration assistance of a corporation for a taxation 
year is the aggregate of all amounts each of which is 
an amount of assistance or benefit that the corpora- 
tion has received or is entitled to receive in the year 
from a government, municipality or other public au- 
thority in respect of an expense that is included in its 
total specified exploration expenses for the year by 
virtue of paragraph (2)(a) or (c), whether such 
amount is by way of a grant, subsidy, rebate, forgiv- 
able loan, deduction from royalty or tax, rebate of 
royalty or tax, investment allowance or any. other 
form of assistance or benefit. 


History: S. 1217 added by P.C. 1988-1608, s. 2, August 11, 1988, 
Canada Gazette, Part II, August 31, 1988, applicable to 1985 et seq. 


1218. Prescribed Canadian development ex- 
pense —(1) For the purposes of subsection 
66(14.2) of the Act, prescribed Canadian develop- 
ment expense of a corporation for a taxation year is 
the amount, if any, by which its total specified devel- 
opment expenses for the year exceed its total devel- 
opment assistance for the year. 


(2) For the purposes of subsection (1), the total spec- 
ified development expenses of a particular corpora- 
tion for a particular taxation year is the aggregate of 


(a): all expenses (other than expenses referred to 
in paragraph (b) or (c)) that are described in sub- 
paragraph 66.2(5)(a)() or (1.1) [66.2(5)“Canadian 
development expense’’(a) or (b)] of the Act and 
that were incurred by the corporation in the par- 
ticular year and after March 1985 and before Oc- 
tober 1986, 


(b) where the particular corporation is a share- 
holder corporation of a joint exploration corpora- 
tion, all expenses that are described in subpara- 
graph 66.2(5)(a)(i) or (i.1) [66.2(5)“Canadian 
development expense’’(a) or (b)] of the Act, that 
were incurred by the joint exploration corporation 
after March 1985 and before October 1986 and in 
the taxation year of the joint exploration corpora- 
tion ending in the particular year and that were 
deemed under paragraph 66(10.2)(c) of the Act to 
be Canadian development expenses incurred by 
the particular corporation in the particular year, 
and 


(c) all expenses that would be described in sub- 
paragraph 66.2(5)(a)(iv) or (v) [66.2(5)“Canadian 
development expense”’(f) or (g)] of the Act if the 
references in those subparagraphs to “any of sub- 
paragraphs (1) to (iii) incurred” were read as 
“subparagraph (i) or (i.1) incurred after March 
1985 and before October 1986” and that were in- 
curred by the particular corporation in the partic- 
ular year or by a partnership in a fiscal period of 
the partnership that ended in the particular year 
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if, at the end of that fiscal period, the particular 
corporation was a member of the partnership, 


other than 


(d) expenses renounced by the corporation at any 
time under subsection 66(10.2), (12.601) or 
(12.62) of the Act, 


(e) Canadian exploration and development over- 
head expenses of the corporation or of a partner- 
ship of which the corporation was a member, or 


(f) expenses incurred or deemed to have been in- 
curred by the corporation in a period during 
which it was exempt from tax on its taxable in- 
come under Part I of the Act. 


(3) For the purposes of subsection (1), the total de- 
velopment assistance of a corporation for a taxation 
year is the aggregate of all amounts each of which is 
an amount of assistance or benefit that the corpora- 
tion has received or is entitled to receive in the year 
from a government, municipality or other public au- 
thority in respect of an expense that is included in its 
total specified development expenses for the year by 
virtue of paragraph (2)(a) or (c), whether such 
amount is by way of a grant, subsidy, rebate, forgiv- 
able loan, deduction from royalty or tax, rebate of 
royalty or tax, investment allowance or any other 
form of assistance or benefit. 

History: Para. 1218(2)(d) amended by P.C. 1996-494, s. 3, April 


16, 1996, Canada Gazette, Part II, May 1, 1996, applicable after 
December 2, 1992. 


S. 1218 added by P.C. 1988-1608, s. 2, August 11, 1988, Canada 


_ Gazette, Part II, August 31, 1988, applicable to 1985 ef seq. 
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Part xill— Elections in 
respect of Taxpayers 
Ceasing to be Resident in 
Canada 


History: Part XIII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
jhgl Mie 


1300. Elections to defer capital gains — (1) 
Any election by an individual under paragraph 
48(1)(c) of the Act shall be made by filing with the 
Minister the prescribed form on or before the day on 
or before which the return of income for the year in 
which the taxpayer ceased to be resident in Canada 
is required to be filed under section 150 of the Act. 


(2) Any election by a Canadian corporation under 
paragraph 48(1)(c) of the Act shall be made by filing 
with the Minister, on or before the day on or before 
which the return of income for the year in which the 
corporation ceased to be resident in Canada is re- 
quired to be filed under section 150 of the Act, the 
following documents in duplicate: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; and 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation. 

Interpretation Bulletins: IT-434R: Rental of real property by 


individual; IT-451R: Deemed disposition and acquisition on ceasing 
to be or becoming resident in Canada. 


Forms: T2061: Election by an emigrant to defer deemed disposi- 
tion of property and capital gains thereon. 


1301. Elections to defer payment of taxes — 
(1) Any election by an individual under subsection 
159(4) of the Act shall be made by filing with the 
Minister the prescribed form on or before the day on 
or before which the return of income for the year in 
which the taxpayer ceased to be resident in Canada 
is required to be filed under section 150 of the Act. 


(2) Any election by a Canadian corporation under 
subsection 159(4) of the Act shall be made by filing 
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with the Minister, on or before the day on or before 
which the return of income for the year in which the 
corporation ceased to be resident in Canada is re- 
quired to be filed under section 150 of the Act, the 
following documents in duplicate: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; and 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation. 


Forms: T2074: Election under subsection 159(4) to defer payment 
of income tax on the deemed disposition of property. 


1302. Elections to realize capital gains — Any 
election by an individual under paragraph 48(1)(a) of 
the Act shall be made by filing with the Minister the 
prescribed form on or before the day on or before 
which the return of income for the year in which the 
taxpayer ceased to be resident in Canada is required 
to be filed under section 150 of the Act. 

History: S. 1302 added by P.C. 1988-390, s. 7, March 3, 1988, 
Canada Gazette, Part II, March 16, 1988, applicable to 1985 et seq, 
except that for the 1985, 1986 and 1987 taxation years, the pre- 


scribed form referred to may be filed on or before the day that is 
180 days after March 16, 1988. 


Part xiv — Policy Reserves 
in Insurance Business 


History: Part XIV was substituted by P.C. 1979-1486, May 17, 
1979, Canada Gazette, Part I, June 13, 1979, applicable, as to ss. 
1400-1404 to the 1978 and subsequent taxation years. 
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1400. Non-life insurance businesses — For the 
purposes of paragraph 20(7)(c) of the Act, an insur- 
ance corporation in computing its income for a taxa- 
tion year may deduct, in accordance with the follow- 
ing ules, AN Tespect Of 4 oe 

History: That portion of s..1400 preceding para. (a) substituted by 


P.C. 1990-2002, subsec. 2(1), September 20, 1990, Canada Gazette, 
Part II, October 10, 1990. _ 


(a) a policy, other than a policy that insures a risk 
in, respect. of 


(i) a financial loss of a' lender on a loan made 
on the security of real property, 


(ii) a home warranty, or © 
(111) a lease guarantee, 


such amount as the corporation may claim not ex- 
ceeding the unearned portion of the net premium 
for the policy at the end of the year determined 
by apportioning the net premium equally over the 
period to which that premium pertains; 

(b) a policy referred to in subparagraph (a)(i), (ii) 
or (111), such amount as the corporation may 
claim not exceeding the lesser of 


(1) the amount of the unearned portion, if any, 
of the net premium for the policy at the end of 
the year, calculated in the manner required for 
the purposes of the corporation’s annual re- 
port for the year to the relevant authority or, 
where the corporation was subject to the su- 
pervision of the relevant authority throughout 
the year but was not required to file an annual 
report with the relevant authority for the year, 
the amount thereof reported in its financial 
statements for the year, and 


(ii) the unearned portion, if any, calculated in 
the manner required for the purposes of the 
corporation’s annual report for the 1977 fiscal 
period to the relevant authority, of the net pre- 
mium for the policy; 
History: Subpara. 1400(b)(i) substituted by P.C. 1990-2002, sub- 
secs. 2(2), September 20, 1990, Canada Gazette, Part II, October 
10, 1990, applicable in respect of 1987 et seq. 
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Subpara. 1400(b)(ii) substituted by P.C. 1980-1484, subsec., 1(1), 
June 5, 1980, Canada Gazette, Part Il, June 25, 1980, effective for 
1978 et seq. 


(c) a policy where all or a portion of a risk there- 
under was reinsured, such amount as the corpora- 
tion may claim not exceeding the unearned por- 
tion at the end of the year of the aggregate of 
amounts, each of which is a reinsurance commis- 
‘sion in respect of the policy, determined by ap- 
portioning that aggregate equally over the period 
to which the reinsurance commission pertains; 


(d) a policy where all or a portion of a risk there- 
under was assumed by the corporation pursuant 
to a reinsurance contract and all or a portion of 
the risk assumed was subsequently reinsured, 
such amount as the corporation may claim not ex- 
ceeding the unearned portion at the end of the 
year of the aggregate of amounts, each of which 
is a reinsurance commission in respect of the pol- 
icy, determined by apportioning that aggregate 
equally over the period to which the reinsurance 
commission pertains; 

(e) a policy under which a claim that was in- 
curred before the end of the year has been’ re- 
ported to the corporation and in respect of which 
the corporation is, or may be, required to: make a 
payment or incur an expense after the year, such 
‘amount as the corporation may claim not exceed- 
ing 100 per cent, where the claim is in respect of 
damages for personal injury or death and the cor- 
poration has agreed to a structured settlement of 
the claim, and 95 per, cent, in any. other case, of 
the lesser of 


(i) the corporation’s actuarial liability at the 
end of the year in respect of the claim, and 


(ii) the corporation’s reported reserve at the 
end of the year in respect of the claim; 


History: Para. 1400(e) amended by P.C. 1996-1452, s. 1, applica- 
ble to taxation years that end after February 22, 1994. 


Para. 1400(e) substituted by P.C. 1990-2002, subsec. 2(5),' applica- 
ble in respect of 1987 et seq., except that, for taxation years ending 
before the first taxation year that begins after June 17, 1987 and 
ends..after 1987, para. (e) shall be read as follows: 


(e) a policy where an event has occurred before the end of the 
year that has given or is likely to give rise to a claim under’ 
the policy (in this paragraph referred to.as “the liability”), 
such amount as the corporation may claim, not exceeding the 
lesser of 


(i) a reasonable amount in respect of the lability as-at the 
end of the year, and 


(ii) the amount of the reserve in respect ie the liability 
reported by the corporation to the relevant authority in its 
annual report for the year or, where the corporation was 
throughout the year subject to the supervision of the rele- 
vant authority but was not required to file an annual re- 
port with the relevant authority for the year, in its finan- 
cial statements for the year; 


(e.1) a policy under which there may be a claim’ 


incurred before the end of the year that has ‘not 
been reported to the corporation, such amount as 
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the corporation may claim not exceeding 95 per 
cent of the lesser of 


(i) the corporation’s actuarial liability at the 
end of the year in respect of the possibility 
that there are claims under the policy incurred 
before the end of the year that have not been 
reported to the corporation, and 


(ii) the corporation’s reported reserve at the 
end of the year in respect of the possibility 
that there are claims under the policy incurred 
before the end of the year that have not been 
reported to the corporation; 


History: Para. 1400(e.1) added by P.C. 1996-1452, s. 1, applicable 
to taxation years that end after February 22, 1994. 


(f) a policy that insures 
(i) a fidelity risk, 
(i1) a surety risk, 
(iii) a nuclear risk, or 


(iv) a risk related to a financial loss of a lender 
on a loan made on the security of real 
property, 
such amount as the corporation may claim, other 
than an amount claimed under any other para- 
graph of this section, in respect of a supplemen- 
tary reserve not exceeding the lesser of 


(v) the amount of that reserve calculated in the 
manner required for the purposes of the cor- 
poration’s annual report for the year to the rel- 
evant authority or, where the corporation was 
subject to the supervision of the relevant au- 
thority throughout the year but was not re- 
quired to file an annual report with the rele- 
vant authority for the year, the amount of that 
reserve reported in its financial statements for 
the year, and 


(vi) the amount in respect of a provision for 
such a reserve calculated in the manner re- 
quired for the purposes of the annual report 
for the 1977 fiscal period to the Superinten- 
dent of Insurance for Canada; 
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cident and sickness policy, such amount as the 
corporation may claim, in addition to any amount 
claimed under any other paragraph of this sec- 
tion, not exceeding the lesser of 


(i) a reasonable amount in respect of a risk 
under the policy as at the end of the year, and 


(ii) the reserve in respect of that risk reported 
by the corporation in its annual report for the 
year to the relevant authority or, where the 
corporation was subject to the supervision of 
the relevant authority throughout the year but 
was not required to file an annual report with 
the relevant authority for the year, the reserve 
in respect of that risk reported in its financial 
statements for the year; 

History: Subpara. 1400(g)(ii) substituted by P.C. 1990-2002, s. 2, 


September 20, 1990, Canada Gazette, Part Il, October 10, 1990, ap- 
plicable in respect of 1987 et seq. 


(g.1) a group accident and sickness insurance pol- 
icy, such amount as the corporation may claim as 
an amount (other than an amount in respect of 
which a deduction may be claimed by the corpo- 
ration pursuant to subsection 140(1) of the Act in 
computing its income for the year) in respect of a 
dividend, refund of premiums or refund of pre- 
mium deposits provided for under the terms of 
the policy that will be used by the insurer to re- 
duce or eliminate a future adverse claims experi- 
ence under the policy or that will be paid or un- 
conditionally credited to the policyholder by the 
corporation or applied in discharge, in whole or 
in part, of a liability of the policyholder to pay 
premiums to the corporation, not exceeding the 
least of 


(1) a reasonable amount in respect of such a 
dividend, refund of premiums or refund of 
premium deposits, 


(ii) 25 per cent of the amount of the premium 
payable under the terms of the policy for the 
12-month period ending 
(A) if the policy is terminated in the year, 
on the day the policy is terminated, and 


History: Subpara. 1400(f)(v) substituted by P.C. 1990-2002, s. 2, 
September 20, 1990, Canada Gazette, Part II, October 10, 1990, ap- (B) in any other case, at the end of the 
plicable in respect of 1987 et seq. year, and 


(f.1) a guarantee fund provided for under an 
agreement in writing between the corporation and 
Her Majesty in right of Canada under which Her 
Majesty has agreed to guarantee the obligations 
of the corporation under a policy that insures a 
risk related to a financial loss of a lender on a 
loan made on the security of real property, any 
amount that the corporation claims not exceeding 
the amount of the guarantee fund at the end of the 
year; 


History: Para. 1400(f.1) added by P.C. 1994-555, April 14, 1994, 
Canada Gazette, Part Il, May 4, 1994, applicable to taxation years 
ending after 1990. 


(g) anon-cancellable or guaranteed renewable ac- 


(iii) the amount of the reserve or liability in 
respect of such a dividend, refund of premi- 
ums or refund of premium deposits reported 
by the corporation in its annual report for the 
year to the relevant authority or, where the 
corporation was throughout the year subject to 
the supervision of the relevant authority for 
the year but was not required to file an annual 
report with the relevant authority for the year, 
in its financial statements for the year; 
History: Subpara. 1400(g.1)(ii) amended by P.C. 1994-940, s. 4, 


June 2, 1994, Canada Gazette, Part II, June 15, 1994, applicable to 
taxation years ending after June 15, 1994. 


Para. 1400(g.1) added by P.C. 1990-2002, subsec. 2(6), September 
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20, 1990, Canada Gazette, Part II, October 10, 1990, applicable in 
respect of taxation years beginning after June 17, 1987 and ending 


after 1987. 
(h) group accident and sickness policies, such 
amount as the corporation may claim, in addition 
to any amount claimed under any other paragraph 
of this section, not exceeding the product ob- 
tained when | 


(i) the amount deducted by the corporation 
pursuant to paragraph 20(7)(c) of the Act in 
computing its income for the 1977 taxation 
year (other than an amount deducted in re- 
spect of a reserve for unpaid claims’ or 
unearned premiums) in respect of those 
policies 
is multiplied by 

(ii) the proportion that. 

_ (A) the number of months in the period 
commencing on the first day of the corpo- 
ration’s taxation year and ending on the 
last day of its 1986 taxation yea 

is of 
(B) 120; and 
(i) a policy in which a portion of the amount paid 
or payable by the policyholder for the policy rep- 
resents an amount described in paragraph 
1404(5)(b), the amount, if any, by which the 
amount deducted under that paragraph exceeds 
any portion of the amount deducted under that 
paragraph that the insurer has determined will not. 
be returned to the policyholder, or credited to the 
account of the policyholder, on the cancellation 
or expiration of the policy. 
History: Para. 1400) added by. P.C.. 1988-390, s. 8, March 3; 


1988, Canada Gazette, Part Il, March 16, 1988, effective January 1, 
1978. 
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Related Provisions: ITA 20(26) — Deduction for unpaid claims 
reserve adjustment; Reg. 1404(2) — Definitions; Reg. 8100, 
8101 — Unpaid claims reserve adjustment. 


1401. Life insurance businesses — (1) For the 
purposes of subparagraph 138(3)(a)(i) of the Act, a 
life insurer in computing its income for a taxation 
year may, in respect of its life insurance policies in 
Canada, deduct in respect of 
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(a) deposit administration fund policies, such 
amount as the insurer may claim that is a reason- 
able amount in respect of the aggregate of the in- 
surer’s liabilities under the policies as at the end 


of the year and does not exceed the aggregate of | 


the insurer’s liabilities under those policies calcu- 
lated in the manner required for the purposes of 
the insurer’s annual report to the relevant author- 
“ity for the year or, where the insurer was through- 
out the year subject to the supervision of the rele- 
vant authority but was not required to file an 
annual-report with the relevant authority for the 
year, in its financial statements for the year; 


(b) a group term life insurance policy that pro- 
vides coverage for a period not exceeding 12 
months, such amount as the insurer may claim 
not exceeding the unearned portion of the net pre- 
~“mium for the policyvat the end of the year deter- 
mined ‘by apportioning the net premium equally 
over the period to which that premium pertains; 
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(c) a life insurance policy, other than a policy re- 
ferred to.in. paragraph (a) or (b), such amount as 
the insurer may claim not exceeding. the greater 
of 


(i) the amount, if any, by which | 


(A) the cash surrender value of the policy 
at the end of the “he sale set 


exceeds _ 


(B). he aggregate i: all amounts each of 

which is an amount payable in respect of a 

policy loan outstanding at the end of the 
~ year in respect of the policy or the interest 

thereon that has accrued to’ the ‘insurer at 
_ the'end of the year, and 


(ii) the amount, if any, by which 


(A) the present value at the end of the year 
of the future benefits provided by the 
“policy: 


exceeds the aggregate of | 


on the present value at the ond of the year 
_of any, future modified net premiums. for 
the policy, and | 


(C) the aggregate of all amounts each of 
which is an amount payable in respect of a 
policy loan outstanding at the end of the 
year in respect of the policy or the interest 
thereon that has accrued: to the insurer at 
the end of the year; 


(c.1) a group life insurance policy, such amount 
as the insurer may claim as an amount (other than 
an amount in respect of which a deduction may 
be claimed by the insurer pursuant to subsection 
140(1) of the Act by reason of subparagraph 
138(3)(a)(v) of the Act in computing its income 
for the year) in respect of a dividend, refund of 
premiums or refund of premium deposits pro- 
vided for under the terms of the policy that will 
be used by the insurer to reduce or eliminate a 


future adverse claims experience under the policy 


or that will be paid or unconditionally credited to 
the policyholder by the insurer or applied in dis- 
charge, in whole or in part, ofa liability. of the 


policyholder to pay premiums to the insurer, not 
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exceeding the least of 


(i) a reasonable amount in respect of such a 
dividend, refund of premiums or refund of 
premium deposits, 


(ii) 25 per cent of the amount of the premium 
payable under the terms of the policy for the 
12-month period ending 
(A) if the policy is terminated in the year, 
on the day the policy is terminated, and 
(B) in any other case, at the end of the 
year, and 


(iii) the amount of the reserve or liability in 
respect of such a dividend, refund of premi- 
ums or refund of premium deposits reported 
by the insurer in its annual report for the year 
to the relevant authority or, where the insurer 
was throughout the year subject to the super- 
vision of the relevant authority for the year 
but was not required to file an annual report 
with the relevant authority for the year, in its 
financial statements for the year; 
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year or, where the insurer was throughout the 
year subject to the supervision of the relevant 
authority but was not required to file an an- 
nual report with the relevant authority for the 
year, in its financial statements for the year; 


(d.1) a policy referred to in paragraph (b) where, 
after the end of the year, a claim under the policy 
is made in respect of a death that occurred before 
the end of the year, such amount as the insurer 
may claim, not exceeding the lesser of 


(i) the present value, at the end of the year, of 
the payments to be made in respect of the 
claim made under the policy or such estimate 
of such payments to be made in respect of the 
claim as is reasonable in the circumstances, 
and 


(ii) 95 per cent of the amount of the reserve in 
respect of the claim reported by the insurer in 
its annual report to the relevant authority for 
the year or, where the insurer was throughout 
the year subject to the supervision of the rele- 
vant authority for the year but was not re- 


(d) a policy, other than a policy referred to in par- quired to file an annual report with the rele- 
agraph (a), such amount as the insurer may claim, vant authority for the year, in its financial 
in respect of a benefit, risk or guarantee that is statements for the year; 


(i) an accidental death benefit, 
(ii) a disability benefit, 


(iii) an additional risk as a result of insuring a 
substandard life, 


(iv) an additional risk in respect of the conver- 
sion of a term policy or the conversion of the 
benefits under a group policy into another pol- 
icy after the end of the year, 


(v) an additional risk under a settlement 
option, ; 

(vi) an additional risk under a guaranteed in- 
surability benefit, 


(vii) a guarantee in respect of a segregated 
fund policy, or 


(viii) any other benefit that is ancillary to the 
policy, subject to the prior approval of the 
Minister on the advice of the Superintendent 
of Insurance for Canada, 


but is not 


(ix) a benefit, risk or guarantee in respect of 
which an amount has been claimed under any 
other paragraph of this subsection, other than 
paragraphs (d.1) and (d.2), by the insurer as a 
deduction in computing its income for the 
year, 


not exceeding the lesser of 


(x) a reasonable amount in respect of the ben- 
efit, risk or guarantee, and 

(xi) the reserve in respect of the benefit, risk 
or guarantee, reported by the insurer in its an- 
nual report to the relevant authority for the 
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(d.2) a policy referred to in paragraph (c) where, 
after the end of the year, a claim under the policy 
is made in respect of a death that occurred before 
the end of the year, such amount as the insurer 
may claim, not exceeding the lesser of 


(i) the amount, if any, by which 


(A) the present value, at the end of the 
year, of the payments to be made in re- 
spect of the claim made under the policy or 
such estimate of such payments to be made 
in respect of the claim as is reasonable in 
the circumstances 


exceeds 


(B) the maximum amounts that may be 
claimed by the insurer for the year in re- 
spect of the policy under paragraph (c) or 
(d), and 


(ii) 95 per cent of the amount of the reserve in 
respect of the claim reported by the insurer in 
its annual report to the relevant authority for 
the year or, where the insurer was throughout 
the year subject to the supervision of the rele- 
vant authority but was not required to file an 
annual report with the relevant authority for 
the year, in its financial statements for the 
year; and 

(e) a qualified annuity, such amount as the in- 

surer may claim not exceeding the amount, if 

any, by which 
(i) the amount that would have been deter- 
mined pursuant to paragraph (c) for the year if 
the rate of interest used (or deemed by section 
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1403 to have been used) by the insurer in de- 
‘termining the premium for the annuity were 
reduced by one-half of one percentage point, 


exceeds 


(ii) the maximum amount that may be claimed 
by the insurer in respect of the annuity under 
paragraph (c). 


Part XII.3 tax; Reg. 1408 — Definitions. 


(2) For the purposes of subsection (1), (except in re- 
spect of subparagraph (d)(vii) thereof), any amount 
claimed by an insurer for the year shall not include 
an amount in respect of .a liability of a segregated 
fund (within the meaning assigned “segregated fund” 
by section 138.1 of the Act). 


(3). In computing the amount that a life insurer may 
deduct under subparagraph 138(3)(a)() of the Act in 
computing its taxable income for a taxation year, 
there shall be deducted from the aggregate of the 
amounts determined under subsection (1), the aggre- 
gate of all amounts each of which is the lesser of the 
following amounts determined in respect of a life in- 
surance policy referred to in paragraph (1)(c): 
(a) the amount, if any, by which 
(i) the amount that would be determined under 


Related Provisions: Reg. Ou 1(3) — Effect of Reg. 1401(1) on 
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subclause (1)(c)(i)(B) in respect of the policy 
exceeds . 


(ii) the amount that would be determined 
under subclause (1)(c)(i)(A) in respect of the 
policy, and 


_(b) the amount, if any, by which 


(i) the aggregate of the amounts that would be 
determined under subclauses (1)(c)(ii)(B) and 
(C) in respect of the policy 

exceeds 


(ii) the amount that would be determined 
under subclause nes AY in respect of the 
policy. 


(4) For the purposes of SBE 138(3)(a)i) of 
the Act, a life insurer may, in computing its income 
for a taxation year, deduct an amount as a reserve in 
respect of unpaid claims under life insurance policies 
in Canada at the end of the year received by the in- 
surer before the end of the year equal to the present 
value at the end of the year, computed using a rate of 
interest that is reasonable in the circumstances, of a 
reasonable amount in respect of such claims. 


History: Subpara. 1401(1)(c.1)(ii) amended by P.C. 1994-940, s. 5, 
June 2, 1994, Canada Gazette, Part II, June 15, 1994, applicable to 
taxation years ending after June 15, 1994. 


Para. 1401(1)(a) and subpara. (1)(d)(xi) substituted by P.C. 1990- 
2002, subsecs. 3(1), (3), September 20, 1990, Canada Gazette, Part 
II, October 10, 1990, applicable in respect of 1987 et seq. 


Para. 1401(1)(c.1) added, (d.1) and (d.2) substituted, and subsecs. 
(3), (4) added, by subsecs. 3(2), (4), (5) of the said P.C. 1990-2002, 
applicable in respect of taxation years beginning after June 17, 1987 
and ending after 1987. 
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Para. 1401(1)(d)(ix) substituted and paras. 1401(1)(d.1), (d.2) added 
by P.C. 1986-2770, s. 2, December 11, 1986, Canada Gazette, Part 
II, December 24, 1986, applicable to 1985 et seq. 


Cls. 1401(1)(c)(i)(B) and (c)(ii)(C) substituted by P.C. 1984-3789, 
s. 8, November 29, 1984, Canada Gazette, Part Il, December 12, 
1984, applicable to taxation years commencing after November 12, 
1981. 


Para. 1401(1)(a) substituted by P.C. 1980-2081, s. 3, July 31, 1980, 
Canada Gazette, Part Il, August 13, 1980, effective in respect of 
1978 et seq. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


1402. Special rules — For the purposes of sec- 
tions 1400 and 1401, any amount determined under 


those sections shall be determined on a net of rein- 
surance ceded basis. 


other than 
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1403. (1) For the purposes of paragraph 1401(1)(c) 
and subject to subsections (2) and (3), a modified net 
premium and an amount claimed by an insurer for a 
taxation year shall be computed 
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(a) in the case of a lapse-supported ete ef- 
fected after 1990, based on rates of interest, mor- 
tality and policy lapse only, and 


(b) in any other case, based on rates of interest 
and mortality only, 


using 


(c) in respect of the modified net premiums and 
benefits (other than a benefit described in. para- 
graph (d)) of a participating life insurance policy 
(other than an annuity contract) under the terms 
of which the policyholder is entitled to receive a 
specified amount in respect of the policy’s cash 
surrender value, the rates used by the insurer 
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when the policy was issued in computing the cash 
surrender values of the policy; 


(d) in respect of any benefit provided 


(i) in lieu of a cash settlement on the termina- 
tion or maturity of a policy, or 


(ii) in satisfaction of a dividend on a policy; 


the rates used by the insurer in determining the 
amount of such benefit; and 


(e) in respect of all or part of any other policy, the 
rates used by the insurer in determining the pre- 
miums for the policy. 

History: That portion of subsec. 1403(1) before para. (c) replaced 


by P.C. 1994-940, s. 6, June 2, 1994, Canada Gazette, Part II, June 
15, 1994, applicable 


(a) to taxation years beginning after 1990; and 


(b) where an insurer so elected by notifying the Minister of Na- 
tional Revenue in writing before July, 1991, to the insurer’s 
taxation years beginning after 1987, 1988 or 1989 (as specified 
in the election) and before 1991, and where such an election has 
been made 


(i) if the insurer so indicated in the election, para. 
1403(1)(a) shall‘be read without reference to the words “ef- 
fected after 1990”, and 


(ii) in any other case, the reference in para. 1403(1)(a) to 
“1990” shall be read as a reference to the calendar year im- 
mediately preceding the first taxation year to which the 
election relates. 


Para. 1403(1)(b) substituted by P.C. 1980-2089, s. 4, July 31, 1980, 
Canada Gazette, Part Il, August 13, 1980, effective in ile ed of 
1978 et seq. 


Paras. 1403(1)(c), (d) substituted, (e) added, by P.C. 1980-1484, 
subsec, 2(1), June 5, 1980, Canada Gazette, Part II, June 25, 1980, 
effective for 1978 et seq. 


(2) For the purposes of subsection (1), where a rate 
of mortality or other probability used by an insurer 
in determining the premium for a policy is not rea- 
sonable in the circumstances,.the Minister on the ad- 
vice of the Superintendent of Insurance for Canada 
may make such revision to the rate as is reasonable 
in the circumstances and the revised rate shall be 
deemed to have been used by the insurer in deter- 
mining the premium. 


(3) For the purposes of subsection (1), where the pre- 
sent value of the premiums for a policy as at the date 
of issue of the policy is less than the aggregate of 


(a) the present value, at that date, of the benefits 
provided for by the policy, and 


(b) the present value, at that date, of all outlays 
and expenses made or incurred by the insurer or 
outlays and expenses that the insurer reasonably 
estimates it will make or incur in respect of the 
policy (except outlays and expenses to maintain 
the policy after all premiums under the policy 
have been paid: and for which explicit provision 
has not been made in calculating the. premiums) 
and such part of,any other outlays and. expenses 
made or incurred by the insurer that may reasona- 
bly be regarded as applicable thereto, 


Reg. 1403(7). 


an increased rate of interest shall be determined by 


multiplying the rate of interest used in determining 


the premiums by a constant factor so that when the 


| increased rate of interest is used, 


(c) the present value of the premiums at the date 
of issue of the policy 


shall equal 


(d) the aggregate of the present values of the ben- 
efits, outlays and expenses referred to in 
paragraphs (a) and (b), 


and the increased rate of interest shall be deemed to 
have been used by the insurer in determining the pre- 
miums for the policy. 


(4) For the purposes of subsection (3), a “present 
value” referred to in that subsection shall be com- 
puted by using the rates of mortality and other 
probabilities used by the insurer in determining its 
premiums, after making any revision required by 


subsection (2). 


(5) For the purposes of subsection (1), where a re- 
cord of the rate of interest or mortality used by an 
insurer in determining the premiums for a policy is 
not available, 


(a) the insurer may, if the policy was issued 
before 1978, make a reasonable estimate of the 
rate; and 


(b) the Minister, on the advice of the Superinten- 
dent of Insurance for Canada, may 


(i) if the policy was issued before 1978 and 
the insurer has not made the estimate referred 
to in paragraph (a), or 


(ii) if the policy was issued after 1977, 
make a reasonable estimate of the rate. 


(6) Notwithstanding paragraph 1401(1)(c),-a life in- 
surer in computing its income for a taxation year 
may, in respect of any class of life insurance policies 
issued before its 1988 taxation year, other than poli- 
cies referred to in paragraph 1401(1)(a) or (b), use a 
method of approximation to convert the reserve in 
respect of such policies reported by the insurer in its 
annual report to the relevant authority for the year to 
an amount that is a reasonable estimate of. the 
amount that would otherwise be determined for such 
policies under paragraph 1401(1)(c), provided that 
that method of approximation is acceptable to the 
Minister on the advice of the relevant authority. 


(7) For the purposes of subsection (1) and notwith- 
standing any other provision of this section, where 


(a) an individual annuity contract was issued 
prior to 1969 by a life insurer, or 


(b) a benefit was purchased prior to 1969 under a 
group annuity contract issued by a life insurer, 
and 
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the contract 


(c) is a policy in respect of which the provisions 

of paragraph 1401(1)(c) as it read in its applica- 

tion to the insurer’s 1977 taxation year applied, 
the rates of interest and mortality used by the insurer 
in computing its reserve for the policy under that 
paragraph for its 1977 taxation year shall be used by 
the insurer in respect of that policy. 


(8) For the purposes of subsection (1), where 


(a) in a taxation year of an insurer, there has been 
a disposition to the insurer by another person 
with whom the insurer was dealing at arm’s 
length in respect of which subsection 138(11.92) 
of the Act applied, 


(b) as a result of the disposition, the insurer as- 
sumed obligations under life insurance policies 
(in this subsection referred to as the “transferred 
policies”) in respect of which an amount may be 
claimed by the insurer as a reserve under. para- 
graph 1401(1)(c) for the taxation year, 


(c) the amount, if any, by which 


(i) the aggregate of all amounts received or re- 
ceivable by the insurer from the other person 
in respect of the transferred policies referred 
to in paragraph (b) 

exceeds 


(ii) the aggregate of all amounts paid or paya- 
ble by the insurer to the other person in re- 
spect of commissions in respect of ‘the 
amounts referred to in subparagraph (1), 


exceeds the total of the maximum amounts that 
may be claimed by the insurer as a reserve’ under 
paragraph 1401(1)(c) (determined without refer- 
ence to this subsection) in respect of the trans- 
ferred policies for the taxation year, and 


(d) the amount determined under paragraph (c) 
(in this subsection referred to as “reserve defi- 
ciency”) can reasonably be attributed to the fact 
that the rates of interest or mortality used by the 
issuer of the transferred policies in determining 
the cash surrender values. or premiums under 
such policies are no longer reasonable in the 
circumstances, 2 


the Minister, on the request-of the insurer and with 
the advice of the relevant authority, may make such 
revision to the rates of interest or mortality to elimi- 
nate all or any part of that reserve deficiency, and 
those revised rates shall be deemed to have been 
used by the issuer of the transferred policies in deter- 
mining the cash surrender value or premiums under 
the policies. 

History: Subsec. 1403(6) substituted by P.C.. 1990-2002, subsec. 
4(1), September 20, 1990, Canada Gazette, Part I, October 10, 


1990, applicable in respect of taxation years beginning after June 
17, 1987 and ending after 1987. 


Subsec. 1403(8) added by subsec. 4(2) of the said P.C. 1990-2002, 
applicable in respect of dispositions of an insurance business or a 
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line of business of an insurance business occurring after December 
15y,1987: 


Para. 1403(7)(a) corrected by Canada Gazette, Part Il, July 23, 
1980, errata. 


Paras. 1403(7)(a), (b) substituted by P.C. 1980-1484, subsec. 2(2), 
June 5, 1980, Canada Gazette, Part Il, June 25, 1980, effective for 
1978 et seq. 


1404. Interpretation — (1) In this Part “amount 
payable’, “life insurance policy in Canada’, “partici- 
pating life insurance policy” and “policy loan” have 
the meanings assigned by subsection 138(12) of the 


Act. 
(2) In this Part, 


“acquisition costs” of a policy for a taxation year 
means, where the policy 


(a) is a policy other than 

(i) a group policy, 

(ii) a policy that insures a risk described in 
subparagraph 1400(a)(1), 

(iii) a policy issued under an arrangement 
with a person (other than an insurer or an in- 
surance agent or broker) with whom the in- 
surer does not deal at arm’s length whereby a 


customer of that person is referred to the 
insurer, 


(iii.1) a policy issued to a member of a credit 
union as a consequence of an arrangement 
with a credit union, where 


(A) the insurer was established primarily 
to provide insurance to members of credit 
_ unions, 


(B) the policyholder was referred to the in- 
surer, and 


(C) the principal business of the insurer is 
the provision of insurance to members of 
credit unions, or 


(iv) a policy issued to a policyholder that is a 
~ corporation with which the insurer does not 
deal at arm’s length, 


an amount equal to 20 per cent of the premium 
paid by the policyholder for the policy, except 
that in applying this paragraph with respect to a 
premium paid in a taxation year ending 
(v) before 1978, the reference in this para- 
graph to 20 per cent shall be read.as a refer- 
ence to nil, or 


(vi) after 1977 and before 1987, the reference 
in this paragraph to 20 per cent shall be read 
“as a reference to 2 per cent for the 1978 taxa- 
tion year, 4 per cent for the 1979 taxation 
year, 6 per cent for the 1980 taxation year, 8 
per cent for the 1981 taxation year, 10 per 
cent for the 1982 taxation year, 12 per cent for 
the 1983 taxation year, 14 per cent for the 
1984 taxation year, 16 per cent for the 1985 
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taxation year and 18 per cent for — 1986 tax- 
ation year, and 


(b) is a policy other than a policy referred to in 
paragraph (a), an amount equal to the lesser of 


(i) the amount that would have been deter- 
mined under paragraph (a) if that paragraph 
' had applied in respect of the policy, and 


(il) an amount equal to 5 per cent of the pre- 
mium paid by the policyholder for the policy; 
History: “Acquisition costs” amended by P.C. 1993-2025, subsec. 


1(1), December 9, 1993, Canada Gazette, Part II, December we) 
1993, applicable to 1991 et seq. 


“Acquisition costs” substituted by P.C. 1980-1484, s. 3, June 5, 
1980, Canada Gazette, Part II, June 25, 1980, effective for 1978 et 
seq. ; 


“actuarial liability” of an insurer at a particular 
time means 


(a) in respect of a claim incurred before that'time 
under an insurance policy, a reasonable estimate, 
determined in accordance with actuarial. princi- 
ples, of 


(1) the present value at that time of the in- 
surer’s future payments and claim adjustment 
expenses in respect of the claim 


minus 
(ii) the present value at that time of amounts 
that the insurer will recover after that time in 


respect of the claim because of Salvage, subro- 
gation or any other reason, and 


(b) in respect of the possibility that there are 
claims under an insurance policy incurred before 
that time that have not been reported to the in- 
surer, a reasonable estimate, determined in accor- 
dance with actuarial. principles,: of 


(i) the present value at that time of the in- 
surer’s payments and claim adjustment ex- 
penses in respect of those claims 


minus 


(ii) the present value at that time of amounts 
that the insurer will recover after that time in 
respect of those claims because of salvage, 
subrogation or any other reason; 
History: “Actuarial liability” added to subsec. 1404(2) by. P.C. 
1996-1452, s. 2, September 17, 1996, Canada Gazette, Part II, Oc- 


tober 2, 1996, applicable to taxation years that end after Caria 
22,1994: 


“benefit” includes 


(a) a policy dividend in respect of a policy to the 
extent that the dividend was specifically treated 
as a benefit by the insurer in determining a pre- 
mium for the policy, and 


(b) an expense of maintaining a policy after.all 
premiums in respect thereof have been paid to the 
extent that the expense was specifically provided 
for by the insurer in determining a premium for 
the policy, 
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but does not include 


(c) a policy dividend in respect of a policy de- 
scribed in paragraph ae 


(d) a policy loan, 


(e) interest.on funds left on deposit with the in- 
surer under the. terms of a policy, or 


(f) any other benefit under a policy in respect of 
which a specific provision was not made by the 
insurer in determining a premium for the policy; 


“cash surrender value” has the meaning assigned 
by paragraph 148(9)(b) aunen ‘cash surrender 
value”] of the Act; 


“Japse-supported policy’ means a life insurance 
policy that would require materially higher premi- 
ums if premiums were determined using lapse rates 
that are zero after the fifth policy year; 


History: “Lapse-supported policy” added by P.C. 1994-940, s. 7, 
June 2, 1994, Canada Gazette, Part Il, June 15, 1994, applicable 


(a) to taxation years beginning after 1990; and 
(b) where an insurer so elected by notifying the Minister of Na- 
tional Revenue in writing before July, 1991, to the ‘insurer’s 


taxation years beginning after 1987, 1988 or 1989 (as specified 
in the election) and before 1991. 


“life insurance policy” includes 
(a) an annuity contract, and 
(b) a benefit under 
(i) a group life insurance policy, or 
(ii) a group annuity contract; 


“modified net premium’’, in respect of the particu- 
lar premium under a policy (other than a prepaid pre- 
mium under a policy that cannot be refunded except 
on termination or cancellation of the policy), means 


(a) where benefits (other than policy dividends) 
and premiums (other than the frequency of pay- 
ment thereof) in respect of the policy are deter- 
mined at the date of issue of the policy, the 
amount determined by the formula 


(B + C) 

(D + E) 
where 
A is the ‘amount of the premium, 


B is the present value, at the date of the issue of 
the policy, of the amount of the benefits to be 
provided under the terms of the policy after a 
time that is one year after the date of the issue 
of the policy, 

C is the present value, at the date of the issue of 
the policy, of the amount of the benefits to be 
provided under the terms of the policy after a 
time that is two years after the date of the is- 
sue of the policy, 


D is the present value, at the date of the issue of 
the policy, of the amount of the premiums 
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payable under the terms of the policy on or af- 
ter a time that is one year after the date of the 
issue of the policy, and 


E is the present value, at the date of the issue of 
the policy, of the amount of the premiums 
payable under the terms of the policy on or af- 
ter a time that is two years after the date of the 
issue of the policy, 


except that the amount determined by the formula 
in respect of the premium for the second year of a 
policy shall be deemed to be the amount that is '/2 
of the aggregate of 


(i) the amount that would be determined under 
the formula, and 


(ii) the amount of a one-year term insurance 
premium (determined without regard to the 
frequency of payment thereof) that would be 
payable under the policy, and 


(b) where the amount of the benefits or premiums 
in respect of the policy are not determined at the 
date of issue of the policy, the amount that would 
be determined under paragraph (a) if it were ad- 
justed in a manner that is reasonable in the 
circumstances; 

History: “Modified net premium” substituted by P.C. 1990-2002, 

subsec. 5(1), September 20, 1990, Canada Gazette, Part II, October 


10, 1990, applicable in respect of taxation years beginning after 
June 17, 1987 and ending after 1987. 


All that portion of the definition “modified net premium” in subsec. 
1404(2) preceding para. (a) substituted by P.C. 1983-3530, s. 6, No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983, ap- 
plicable to taxation years commencing after 1982. 


interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


‘net premium for the policy” for a taxation year 
means the amount by which the premium paid by the 
policyholder for a policy exceeds the acquisition 
costs of the policy; 

History: “Net premium for the policy” substituted by P.C. 1980- 
1484, s. 3, June 5, 1980, Canada Gazette, Part II, June 25, 1980, 
effective for 1978 et seq. 


“qualified annuity” means an annuity contract is- 
sued before 1982, other than a policy referred to in 
paragraph 1401(1)(a) or subsection 1403(7), 


(a) in respect of which regular periodic annuity 
payments have commenced, 


(b) in respect of which a contract or certificate 
has been issued that provides for regular periodic 
annuity payments to commence within one year 
from the date of issue of the contract or 
certificate, 


(c) that is not issued as, under or pursuant to a 
registered retirement savings plan, registered pen- 
sion plan or deferred profit sharing plan and that 


(i) does not provide for a guaranteed cash sur- 
render value at any time, and 


* (ii) provides for regular periodic annuity pay- 
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ments to commence not later than the attain- 
ment of age 71 by the annuitant, or 


(d) that is issued as, under or pursuant to a regis- 

tered retirement savings plan, registered pension 

fund or plan or deferred profit sharing plan, pro- 

vided that the interest rate is guaranteed for at 

least 10 years and the plan does not provide for 

any participation in profits, directly or indirectly; 
History: “Qualified annuity” amended by P.C. 1991-2540, s. 8, 
December 16, 1991, Canada Gazette, Part Il, January 15, 1992, ap- 
plicable after 1985. 


All that portion of the definition “qualified annuity” preceding para. 
(a) substituted by P.C. 1984-3789, s. 9, November 29, 1984, Can- 
ada Gazette, Part Il, December 12, 1984. 


Para. (c) of 1404(2)“qualified annuity” substituted by P.C. 1980- 
1484, s. 3, June 5, 1980, Canada Gazette, Part II, June 25, 1980, 
effective for 1978 et seq. 


“reinsurance commission” in respect of a policy 
means 


(a) where the risk under the policy is fully rein- 
sured, the amount, if any, by which 


(i) the net premium for the policy 
exceeds 


(ii) the consideration payable by the insurer in 
respect of the reinsurance of the risk, and 


(b) where the risk under the policy is not fully 
reinsured, the amount, if any, by which 


(i) the portion of the net premium for the pol- 
icy that may reasonably be considered to be in 
respect of the portion of the risk that is rein- 
sured with a particular reinsurer 


exceeds 


(ii) the consideration payable by the insurer to 
the particular reinsurer in respect of the risk 
assumed by that reinsurer, 


and for the purposes of this definition, “net pre- 
mium” means the amount determined under the rules 
applicable to the 1987 and subsequent taxation 
years; 


“relevant authority” means 


(a) the Superintendent of Financial Institutions, if 
the insurer is required by law to report to the Su- 
perintendent of Financial Institutions, 


(a.1) in the case of Canada Mortgage and Hous- 
ing Corporation, the Superintendent of Financial 
Institutions, who shall be deemed to supervise 
that corporation, or 


(b) in any other case, the Superintendent of Insur- 
ance or other similar officer or authority of the 
province under whose laws the insurer is 
incorporated. 

History: “Relevant authority” amended by P.C. 1993-2025, subsec. 


1(2), December 9, 1993, Canada Gazette, Part I, December 29, 
1993, applicable to 1991 et seq. 


Para. (a) of “relevant authority” substituted by P.C. 1990-2002, sub- 
sec. 5(2), September 20, 1990, Canada Gazette, Part Il, October 10, 
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1990, applicable in respect of taxation years beginning after June 
17, 1987 and ending after 1987. 


“reported reserve’ of an insurer at the end of a tax 
ation year means the amount equal to : 


(a) where the insurer was required to file an an- 
nual report with the relevant authority for a pe- 
riod ending coincidentally with the year, the 
amount of the reserve reported in that annual 
report, 


(b) where the insurer was, throughout the year, 
subject to the supervision of the relevant author- 
ity and paragraph (a) does not apply, the amount 
of the reserve reported in its financial statements 
for the year, and 


- (c) in any other case (including, for greater cer- 
tainty, where there is no relevant authority in re- 
spect of the insurer), nil. 

History: “Reported reserve” added to subsec. 1404(2) by P.C. 
1996-1452, s. 2, September 17, 1996, Canada Gazette, Part Il, Oc- 


tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


(3) In construing the meaning of the expression 
“group term life insurance policy” in this Part, sub- 
section 248(1) of the Act does not apply. 


(4) For the purposes of calculating the proportion re- 
ferred to in the definition “modified net premium” in 
subsection (2), an insurer may assume that premiums 
are payable annually in advance. 


(5) For the purposes of this Part, 


(a) a reference to a “premium paid by the policy- 
holder” at any particular time shall, depending on 
the method regularly followed by the insurer in 
computing its income, be read as a reference to a 
“premium paid or payable by the policyholder” at 
that time; and 

(b) in determining the premium paid by a policy- 
holder for a policy, there may be deducted by the 
insurer the amount, if any, of the premium that 


(1) may reasonably be considered, at the time 
the policy is issued, to be a deposit that, pur- 
suant to the terms of the policy or the by-laws 
of the insurer, will be returned to the policy- 
holder, or credited to the account of the poli- 
cyholder, by the insurer on the cancellation or 
expiration of the policy, and 


(i1) was not otherwise deducted under section 
140 of the Act. 


(6) For the purposes of this Part, any rider that is at- 
tached to a life insurance policy and that provides for 
additional life insurance or for an annuity is a sepa- 
rate life insurance policy. 

History: Subsec. 1404(5) substituted by P.C. 1988-390, s. 9, March 
3, 1988, Canada Gazette, Part II, March 16, 1988, effective January 
ADT: 


Subsec. 1404(5) substituted, subsec. 1404(6) added by P.C. 1980- 
1484, subsec. 3(5), June 5, 1980, Canada Gazette, Part II, June 25, 


Reg. 1404(1) 


1980, effective for 1978 et seg. 
Related Provisions: Reg. 1408 — Definitions. 


1405. Transitional — Notwithstanding paragraph 
1400(b) as it applied to a corporation’s 1977 taxation 
year, for the purposes of paragraph 20(7)(c) of the 
Act for the 1977 taxation year, the prescribed 
amount (other than an amount in respect of unpaid 
claims or unearned premiums) in respect of group 
sickness and accident policies is the amount (other 
than an amount in respect of unpaid claims or 
unearned premiums), if any, as was, in the corpora- 
tion’s return of income required by subsection 
150(1) of the Act to be filed for the 1976 taxation 
year, deducted in respect of such policies pursuant to 
paragraph 20(7)(c) of the Act. 


1406. For the purposes of subparagraph 138(3)(a)(ii) 
of the Act, the amount allowed by regulation to an 
insurer for its 1977 taxation year shall not exceed the 
amount, if any, as was, in the insurer’s return of in- 
come required by subsection 150(1) of the Act to be 
filed for the 1976 taxation year, deducted in comput- 
ing its income pursuant to section 1403 as it applied 
to that year. 
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Part xv — Profit Sharing 
Plans 


History: Part XV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, L979: 


Division |— Employees Profit 
Sharing Plans 


1500. (1) An election under subsection 144(4.1) of 
the Act by the trustee of a trust governed by an em- 
ployees profit sharing plan shall be made by filing 
with the Minister the prescribed form in duplicate. 


(2) An election under subsection 144(4.2) of the Act 
by the trustee of a trust governed by an employees 
profit sharing plan shall be made by filing with the 
Minister the prescribed form in duplicate on or 
before the last day of a taxation year of the trust in 
respect of any capital property deemed to have been 
disposed of in that taxation year by virtue of the 
election. 


(3) An election under subsection 144(10) of the Act 
shall be made by forwarding by registered mail to 
the Deputy Minister of National Revenue for Taxa- 
tion at Ottawa the following documents: 


(a) a letter from the employer stating that he 
elects to have the arrangement qualify as an em- 
ployees profit sharing plan; 
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(b) if the employer is a corporation, 
(i) where the directors of the corporation are 
legally entitled to administer the affairs of the 
corporation, a certified copy of their resolu- 
tion authorizing the election to be made, and 


(ii) where the directors of the corporation are 
not legally entitled to administer the affairs of 
the corporation, a certified copy of the author- 
ization of the making of the election by the 
person or persons legally entitled to adminis- 
ter the affairs of the corporation; and 


(c) a copy of the agreement and any supplemen- 
tary agreement setting out the plan. 
Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits. 


Forms: T3009: Election for deemed disposition and reacquisition 
of capital property of a trust governed by an employees profit shar- 
ing plan under subsection 144(4.2). 


Division I! — Deferred Profit 
Sharing Plans 


1501. Registration of plans — For the purposes 
of the definition ‘deferred profit sharing plan” in 
subsection 147(1) of the Act, an application for re- 
gistration of a plan shall be made by forwarding by 
registered mail to the Deputy Minister of National 
Revenue for Taxation at Ottawa the following docu- 
ments: 

(a) a letter from the trustee and the employer 

whereby the trustee and the employer apply for 

the registration of the plan as a deferred profit 

sharing plan; 

(b) if the employer is a corporation, a certified 

copy of a resolution of the directors authorizing 

the application to be made; and 

(c) a copy of the agreement and any supplemen- 

tary agreement setting out the plan. 


History: S. 1501 substituted by P.C. 1991-2540, s. 4, December 16, 
1991, Canada Gazette, Part II, January 15, 1992, applicable after 
1990. 


Information Circulars: 77-1R4: Deferred profit sharing plans. 


Forms: T2214: Application for registration as a deferred profit 
sharing plan. 


1502. [Revoked] 


History: S. 1502 (Qualified Investments) revoked by P.C. 1981- 
2518, s. 1, September 16, 1981, Canada Gazette, Part II, October 
14, 1981, effective January 1, 1981. 


Division IIl— Elections in respect 
of Certain Single Payments 


1503. Any election by a beneficiary under subsection 
147(10.1) of the Act shall be made by filing the pre- 
scribed form in duplicate as follows: 


(a) one form shall be filed by the beneficiary with 
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the trustee of the deferred profit sharing plan not 
later than 60 days after the end of the taxation 
year in which the beneficiary received the pay- 
ment referred to in subsection 147(10.1) of the 
Act; and 


(b) the other form shall be filed by the benefici- 
ary with the Minister on or before the day on 
which the beneficiary is required to file a return 
of income pursuant to section 150 of the Act for 
the taxation year in which the beneficiary re- 
ceived the payment referred to in subsection 
147(10.1) of the Act. 


Interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred profit sharing plan. 


Forms: Election under subsec. 147(10.1) rea single payment re- 
ceived from a deferred profit sharing plan. 


Part xvi — Prescribed 
Countries 


History: Part XVI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8,.1979. 


Part XVI was substituted by P.C. 1973-107, January 16, 1973, Can- 
ada Gazette, Part Il, February 14, 1973. 


1600. For the purposes of subsection 10(4) of the In- 
come Tax Application Rules, the following countries 
are hereby prescribed: 


(a) Commonwealth of Australia; 
(b) Kingdom of Denmark; 

(c) Republic of Finland; 

(d) French Republic; 

(e) Federal Republic of Germany; 
(f) Ireland; 

(g) Jamaica; 

(h) Japan; 

(i) Kingdom of the Netherlands; 
(j) New Zealand; 

(k) Kingdom of Norway; 

(1) Republic of South Africa; 
(m) Kingdom of Sweden; 

(n) Trinidad and Tobago; 


(o) United Kingdom of Great Britain and North- 
ern Ireland; and 
(p) United States of America. 


History: The opening words of s. 1600 amended by P.C. 1994- 
1817, s. 48, November 1, 1994, Canada Gazette, Part Il, November 
30, 1994. 


Reg. 1700(1)G) 


Part xvil — Capital Cost 
Allowances, Farming and 
Fishing 
History: Part XVII was ‘consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 


by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
81979. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child; IT-349R3: Intergenerational. transfers of farm 
property on death. 


Forms [Part XVII]: T2041: CCA schedule for self-employed 
persons. 


Division |— Deductions Allowed 


1700. (1) Rates — For the purposes of paragraph 
20(1)(a) of the Act, there is hereby allowed to a tax- 
payer, in computing his income from farming or 
fishing, as the case may be, a deduction for each tax- 
ation year in respect of each property that was used 
for the purpose of gaining or producing income from 
farming or fishing equal to such amount as he may 
claim, not exceeding in the case of 


(a) a building or other structure, not described 
elsewhere in this subsection, including compo- 
nent parts such as electric wiring, plumbing, 
sprinkler systems, air-conditioning equipment, 
heating equipment, lighting fixtures, elevators 
and escalators, 2'/2% 
(b) a building or other structure of 

(i) frame, 

(ii) log, 

(111) stucco on frame, 

(iv) galvanized iron, or 

(v) corrugated iron 
construction, including component parts such as 
electric wiring, plumbing, sprinkler systems, air- 
conditioning equipment, heating equipment, 
lighting fixtures, elevators and escalators, 5% 
(c) a fence, 5% 


(d) a scow or a vessel, including furniture, fittings 
or equipment attached thereto, but not including 
radio communication equipment, 71/2% 


(e) nonautomotive equipment and machinery, 
10% | ) 


(f) automotive equipment, a sleigh or a wagon, 
15% 


(g) radiocommunication equipment, 15% 

(h) tile drainage acquired before the 1965 taxa- 
tion year, 10% 

(i) a water storage tank, 5% 

(j) a gas well that is part of the equipment of a 


farm and from which the gas produced is not 
sold, 10% 
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(k) a tool costing less than $100, 100% 


of the depreciable cost to the taxpayer of the 
property. 


(2) Taxation years less than 12 months — 


Where the taxation year is less than 12 months, the 


amount allowed as a deduction under subsection (1) 
shall not exceed that proportion of the maximum 
amount otherwise allowable that the number of days 
in the taxation year is of 365. 


(3) Property disposed of during year — Where 
a taxpayer has disposed of a property before the end 
of a taxation year, the amount allowed as a deduction 
under subsection (1) in respect of that property for 
the year shall not exceed that proportion of the maxi- 
mum amount otherwise allowable that the number of 
months in the taxation year during which the prop- 
erty was owned by the taxpayer is of. 12. 


(4) Leasehold interests — Where a taxpayer has 
property that was used for the purpose of gaining or 
producing income from farming or fishing and that 
would be included in Class 13 in Schedule II if he 
had claimed an allowance under Part XI, he may de- 
duct, in computing his income from farming or fish- 
ing for a taxation year, an amount not exceeding the 
amount he could have deducted in respect of that 
property for the year under paragraph 1100(1)(b). 

History: Subsecs. 1700(3), (4) and (5) and headings substituted by 


subsecs. (3) and (4) of P.C. 1978-1315, s. 11, April 12, 1978, Can- 
ada Gazette, Part I], May 10, 1978. 


Division Il — Maximum 
Deductions 


1701. (1) The amount allowed as a deduction under 
section 1700 in respect of a property shall not exceed 
the amount by which the capital cost of the property 
to the taxpayer exceeds the aggregate of the deduc- 
tions from income allowed under this Part in respect 
of the property for previous taxation years. 


(2) In respect of the 1972 and subsequent taxation 
years, where subsection 20(5) of the Income Tax Ap- 
plication Rules applies to a particular property, not- 
withstanding subsection (1), the amount allowed as a 
deduction under section 1700 in respect of the prop- 
erty shall not exceed the amount by which 


(a) the amount determined to be the un- 
depreciated capital cost of the property, under 
paragraph 20(5)(b) of the Income Tax Application 
Rules 


exceeds 


(b) the aggregate of the deductions from income 
allowed under this Part in respect of the property 
for previous taxation years ending after 1971. 
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Division Ill! — Property Not 
Included 


1702. (1) Nothing in this Part shall be construed as 
allowing a deduction in respect of a property 


(a) the cost of which is deductible in computing 
the taxpayer’s income; 


(b) that is: described in the taxpayer’s inventory; 


(c) that was acquired by an expenditure in respect 
of which the taxpayer is allowed: a deduction 
from income under section 37 of the Act; 


(d) that has been constituted a prescribed class by 
subsection 24(2) of chapter 91, S.C. 1966-67; 


(e) that is included ina separate prescribed class 
established under subsection 13(14) of the Act; 


(f) that was not used in the business during the 
year; 
(g) that is 
(i) an animal, or 
(ii) a tree, shrub, herb or similar growing 
thing; ) 
(h) that was not acquired by the taxpayer for the 
purpose of gaining or producing income from 
farming or fishing; 
(i) that has been included at any time by the tax- 
_ payer in a class prescribed under Part XI; 


(j) that is a passenger automobile acquired after 
June 13, 1963, and before January 1, 1966, the 
cost to the taxpayer of which, minus the initial 
transportation charges and retail sales tax in re- 
spect thereof, exceeded $5,000, unless the auto- 
mobile was acquired by a person before June 14, 
1963 and has, by one or more transactions be- 
tween persons not dealing at arm’s length, be- 
come vested in the taxpayer; or 


(k) that was acquired by the taxpayer after 1971. 


(2) Where a taxpayer is a member of a partnership, 


the properties referred to in this Part shall be deemed 
not to include any property that is an interest of the 
taxpayer in depreciable property that is partnership 
property of the partnership. 


(3) The properties referred to in section 1700 shall 
be deemed not to include the land upon which a 
property described therein was constructed or is 
situated. 


(4) Where the taxpayer is a non-resident person, the 
properties referred to in section 1700 shall be 
deemed not to include property that is situated 
outside Canada. 


(5) The provisions of subsections 1102(11), (12) and 
(13) are applicable mutatis mutandis to paragraph 
(1)()). 

History: The opening words of subsec. 1701(2) amended by P.C. 
1994-1817, s. 48, November 1, 1994, Canada Gazette, Part Il, No- 
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vember 30,1994, 


Division IV — Interpretation 


1703: (1) Taxation years for individuals in 
business — Where a taxpayer is an individual and 
his income for the taxation year includes income 
from a business the fiscal period of which does not 
coincide with the calendar year, in respect of depre- 
ciable' properties acquired for the purpose of gaining 
or producing income from the business, a reference 
in this Part to 

(a) “the taxation year” shall be deemed to be a 

reference to the fiscal period of the business; and 


(b) “the end of the taxation year” shall be deemed 
to be.a reference to the end of the fiscal period of 
the business. 


(2) Depreciable cost — In this Part, “denreciable 
cost” to a taxpayer of property means, except as oth- 
erwise provided, the actual cost of the property to the 
taxpayer or the amount at which he is deemed under 
subsection 13(7) of the Act to have acquired the 
property, as the case may be. 


(3) Notwithstanding the other provisions of this sec- 
tion, in the case of property the cost of which to a 
partnership has been determined under paragraph 
20(5)(a) of the Income Tax Application. Rules, the 
depreciable cost to the taxpayer of the property for 
the, purposes of this Part shall be deemed to. be an 
amount equal to the cost to the partnership of the 
particular property as determined under. that 
paragraph. 


(4) Personal use of property — Where a tax- 
payer has, in a taxation year, regularly used a prop- 
erty in part for the purpose of gaining or producing 
income from farming or fishing and in part for a pur- 
pose other than gaining or producing income, the de- 
preciable cost to the taxpayer of the property for the 
purposes of this Part is the proportion of the amount 
that would otherwise. be the depreciable cost that the 
use regularly made of the property for the purpose of 
gaining or producing income from farming or fishing 
is of the whole use regularly made of the property. 


(5) Grants, subsidies or other government 
assistance — Where a taxpayer has received or is 
entitled to receive a grant, subsidy or other assis- 
tance from a government, municipality or other pub- 
lic authority in respect of or for the acquisition of 
property, the depreciable cost to the taxpayer of the 
property for the purposes of this Part is the amount 
that would otherwise be the depreciable cost minus 
the amount of the grant, subsidy or other assistance. 


(6) Transactions not at arm’s length — Where 
property did belong to a person (in this subsection 
referred to as the “original owner”) and has, by one 
or more transactions between persons not dealing at 
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-arm’s length, become vested in a taxpayer, the de- 
preciable cost to the taxpayer of the property for the 
purposes of this Part is the lesser of 


(a) the actual capital cost of the property to the 
taxpayer; and ~ . 

(b) the amount by which the actual capital cost of 
the property to the original owner exceeds the ag- 
gregate of 


(i) the total amount of depreciation for the 
property that, since the commencement of 
1917, has been or should have been taken into 
account in accordance with the practice of the 
Department of National Revenue in ascertain- 
ing the income of the original owner and all 
intervening owners for the purposes of the Jn- 
come War Tax Act or in ascertaining a loss for 
a year where there was no income under that 
Act, . 


(ii) any accumulated depreciation reserves 
that the original owner or an intervening 
owner had for the property at the commence- 

_ment of 1917 and that were recognized by the 
Minister for the purposes of the Income War. 
Tax Act, and , 


(iil) the aggregate of the deductions, if any, al- 
lowed under this Part in respect of the prop- 
erty to the original owner and all intervening 
owners... ; 


(7) Property acquired from a parent — Not- 
withstanding subsection (6), where depreciable prop- 
erty has been acquired by a taxpayer under such cir- 
cumstances that the provisions of section 85H of the 
Act as it read in its application to the 1971 and prior 
taxation years are applicable for the determination of 
the capital cost of the property, the depreciable cost 
to the taxpayer of the property for the purposes of 
this Part is the capital cost as determined under that 
section. 


(8) Property acquired by gift — Subsection (6) 
does not apply in respect of property which a tax- 
payer has acquired by gift. 


History: Subsec. 1703(3) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


_ Division V — Application of this 
Part 


1704. This Part shall apply only to a taxpayer who, 
in computing his, income, has never claimed an: al- 
lowance under Part XI in respect of a property at a 
time when an allowance could have been claimed 
under this Part in respect of that property, other than 
an allowance claimed by the taxpayer under Part XI 
that may be claimed in respect of a property de- 
scribed in 


(a) paragraph 1100(1)(r) as enacted by Order in 
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Council P.C. 1965-1118 of June 18, 1965 and as 
amended by Order in Council P.C. 1965-2320 of 
December 29, 1965; 


(b) paragraph 1100(1)(sa) as enacted by Order in 
Council P.C. 1968-2261 of December 10, 1968; 
(c) paragraph 1100(1)(v); or 
(d) Class 20 in Schedule II. 
History: S. 1704 substituted by P.C. 1978-1315, s. 12, April 20, 
1978, Canada Gazette, Part Il, May 10, 1978. 
Interpretation Bulletins: See at beginning of Part XVII. 
Information Circulars: See at beginning of Part XVII. 
Forms: See at beginning of Part XVII. 


Part Xvill— Inventories 


History: Part XVIII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


1800. Manner of keeping inventories — For the 
purposes of section 230 of the Act, an inventory 
shall show quantities and nature of the properties 
that should be included therein in such a manner and 
in sufficient detail that the property may be valued in 
accordance with this Part or section 10 of the Act. 


1801. Valuation — Except ‘as provided by section 
1802, for the purpose of computing the income of a 
taxpayer from a business, all the property described 
in all the inventories of the business may be valued 
at its fair market value. 

Related Provisions: ITA 10(1), (1.01)— Rules for valuing 
inventory. 


History: S. 1801 substituted by P.C. 1989-1589, August 24, 1989, 
Canada Gazette, Part Il, September 13, 1989, applicable after Janu- 
ary 15, 1987. 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
473: Inventory valuation. 


1802. Valuation of animals — (1) Except as pro- 
vided in subsection (2), a taxpayer who is carrying 
on a business that includes the breeding and raising 
of animals may elect in prescribed form for a taxa- 
tion year and subsequent taxation years to value each 
animal of a particular species (except a registered 
animal, an animal purchased for feedlot or similar 
operations, or an animal purchased by a drover or 
like person for resale) included in his inventory in 
respect of the business at a unit price determined in 
accordance with this section. 


Forms: T2034: Election to establish inventory unit prices for 
animals. 


(2) An election made in accordance with subsection 
(1) may be revoked in writing by the taxpayer, but 
where a taxpayer has made a revocation in accor- 
dance with this subsection a further election may not 
be made under subsection (1) except with the con- 
currence of the Minister. 
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(3) The unit price with respect to an animal of a par- 
ticular class of animal shall be determined in accor- 
dance with the following rules: 


(a) where animals of a particular class of animal 
were included in the inventory of a taxpayer at 
the end of the taxation year immediately preced- 
ing the first year in respect of which the taxpayer 
elected under subsection (1), the unit price of an 
animal of that class shall be computed by divid- 
ing the total value of all animals of the class in 
the inventory of the preceding year by the num- 
ber of animals of the class described in that in- 
ventory, and 


(b) in any other case, the unit price of an animal 
of a class shall be determined by the Minister, 
having regard, among other things, to the unit 
prices of animals of a comparable class of animal 
used in valuing the inventories of other taxpayers 
in the district. 


(4) Notwithstanding subsection (1), where the aggre- 
gate value of the animals of a particular class deter- 
mined in accordance with that subsection exceeds 
the market value of those animals, the animals of 
that class may be valued at fair market value. 


(5) In this section 


“class of animal’ means a group of animals of a 
particular species segregated on the basis of age, 
breed or other recognized division, as determined by 
the taxpayer at the time of election under this 
section; 


“district”? means the territory served by a District 
Office of the Taxation Division of the Department of 
National Revenue; 


“registered animal” means an animal for which a 
certificate of registration has been issued by the reg- 
istrar of the breed to which the animal belongs or by 
the registrar of the Canadian National Livestock 
Records; 


a reference to “taxation year” shall be deemed to be 
a reference to the fiscal period of a business. 


Interpretation Bulletins [Part XVIII]: IT-504R2: Visual artists 
and writers. 


Part xix — Investment 


Income Tax 


History: Part XIX (s. 1900) enacted by P.C. 1994-619, April 21, 
1994, Canada Gazette, Part Il, May 4, 1994, applicable to taxation 
years commencing after June 17, 1987 and before 1990 that end 
after 1987. 


History [former Part XIX]: Part XIX revoked by P.C. 1988-390, 
s. 10, March 3, 1988, Canada Gazette, Part II, March 16, 1988, ef- 
fective October 29, 1985. 


Part XIX was consolidated by the Consolidated Regulations of Can- 
ada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part Il, August 8, 1979. 
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1900. (1) Interpretation — In this Part, 


“benefit” under a policy includes a policy dividend, 
an experience rating refund, a refund of premiums 
and any amount deemed by paragraph 138.1(1)(g) of 
the Act for the purposes of Part I of the Act to be a 
payment under the terms and conditions of the pol- 
icy, but does not include a policy loan or interest on 
funds left on deposit with the insurer under the terms 
of the policy; 


“excluded arrangement” of an insurer at any time 
means 


(a) a life insurance policy in Canada issued by the 
insurer (or in respect of which the insurer has as- 
sumed the obligations of the issuer of the policy 
to the policyholder), which is at that time a regis- 
tered life insurance policy, an annuity contract 
(including a settlement annuity), a group term life 
insurance policy or an existing guaranteed life in- 
surance policy, 


(b) a registered pension fund or plan in respect of 
which the insurer is at that time a plan sponsor, or 
a retirement compensation arrangement in respect 
of which the insurer is the custodian, 


(c) a life insurance policy (other than a life insur- 
ance policy in Canada) issued by the insurer 
before that time (or in respect of which the in- 
surer has before that time assumed the obliga- 
tions of the issuer of the policy to the policy- 
holder), and 


(d) a reinsurance arrangement under which the 
insurer has before that time assumed, directly or 
indirectly, risks under life insurance policies 
(other than policies issued by the insurer or in re- 


spect of which the insurer has assumed the obli- | 


gations of the issuer of the policy to, the policy- 
holder), to the extent that the arrangement relates 
to those risks; 


“existing guaranteed life insurance policy” at any 
time means a non-participating life insurance policy 
in Canada in respect of which the amount of every 
premium. that became payable before that time and 
after March 2, 1988 was fixed and determined on or 
before March 2, 1988, adjusted for any specified 
transaction or event that occurs after March 2, 1988 
in respect of the policy; 


“group term life insurance policy” is a group life 
insurance policy under which 


(a) no amount (other than a policy dividend, an 
experience rating refund or a refund of premi- 
ums) may become payable to any person, except 
in the event of the death or disability of a person 
whose life was insured under the policy, and 


(b) no amount may become payable to a person 
(other than the group policyholder) in respect of a 
policy dividend, an experience rating refund or a 
refund of premiums that has been funded by con- 
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tributions made to or under the policy by another 
person; 


“guaranteed interest”’ in respect of a life insurance 
policy for a taxation year means 


(a) in respect of a life insurance policy (other 
than a pre-funded group life insurance policy), 
the total of all amounts each of which is the 
amount in respect of a guaranteed benefit in re- 
spect of which an amount is determined under 
paragraph 1401(1)(a), (c) or (d) for the year, 
where that benefit is provided under the terms 
and conditions of the policy as they existed on 
March 2, 1988, determined by multiplying the 
greater of 


(i) the rate of interest used by the issuer of the 
policy in respect of the year in determining 
the amount of the benefit, and 


(ii) 4% 
by ‘'/ of the total of 


(iii) the maximum amount that would be de- 
ductible under subparagraph 138(3)(a)(i) of 
the Act pursuant to paragraph 1401(1)(a), (c) 
or (d), as the case may be, in respect of the 
benefit in computing the insurer’s income for 
the year, if that amount were determined with- 
out reference to any policy loan or reinsurance 
arrangement, and 


(iv) the maximum amount that would have 
been deductible under subparagraph 
138(3)(a)@) of the Act pursuant to paragraph 
1401(1)(a), (c) or (d), as the case may be, in 
respect of the benefit in computing the in- 
surer’s income for the immediately preceding 
taxation year, if that amount were determined 
without reference to any policy loan or rein- 
surance arrangement, and 


(b) in respect of a pre-funded group life insurance 
policy, 80 per cent of the amount that would be 
determined under paragraph (a) in respect of the 
policy for the year, if that paragraph were read 
without reference to the words “(other than a pre- 
funded group life insurance policy)”; 


“life insurance policy” does not include 


(a) that part of a policy in respect of which the 
policyholder is deemed by paragraph 138.1(1)(e) 
of the Act to have an interest in a segregated fund 
trust, or 


(b) a reinsurance arrangement; 


“life insurance policy in Canada” does not include 


(a) that part of a policy in respect of which the 
policyholder is deemed by paragraph 138.1(1)(e) 
of the Act to have an interest in a segregated fund 
trust, or 


(b) a reinsurance arrangement; 


“maximum tax actuarial reserve” has the meaning 


ZU 
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assigned by subsection 138(12) of the Act; 


“mortality experience” of an insurer for a taxation 
year means the positive or négative amount, as. the 
case may be, determined by. the formula 


1.2 (A-B-C) 
where 


A is the total of all amounts each of which is the 
amount that became payable in the year by the 
insurer under a taxable life insurance ‘policy of 
the insurer as a consequence of the'receipt of a 
claim in respect of the death of a person whose 
life was insured under the policy, determined 
without reference to any policy loan, 


Bis the total of all amounts each of which is the 
amount of a reserve that would be determined in 
accordance with paragraph 1401(1)(a), (c) or (d), 
if that amount were determined without reference 
to any policy loan or reinsurance arrangement, in 
respect of a taxable life insurance policy of the 
insurer that would have been released in the year 
as a consequence of the receipt of a claim in re- 
spect of the death of a person whose life was in- 
sured under the policy, and 


C is 90 per cent of the total of all amounts, each of 
which is the net cost of pure insurance deter- 
mined in accordance with section 308 for the year 
in respect of an interest in a taxable life insurance 
policy of the insurer; 


“mortality loss adjustment. account” of an insurer 
at the end of a taxation year is the positive amount, if 
any, determined by the formula 


Aj+.B = G 
where 


A is the mortality loss adjustment account of the in- 
surer for the immediately. preceding taxation 
year, 

B is 

(a) where the mortality experience of the in- 
surer for the year is a negative amount, the 
amount of the mortality experience of the in- 
surer for the year, and 


(b) in any other case, the amount, if any, by 
which the amount claimed by the insurer 
under the description of F in computing the 
amount determined under subsection (6) for 
the year exceeds the amount of the mortality 
loss adjustment account of the insurer for the 
immediately preceding taxation year, and 


C is 1.2 times the amount, if any, by which 


(a) the net cost of insurance of the insurer for 
the year 


exceeds 


(b) the total of all amounts each of which is 
the net cost of pure insurance determined in 
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accordance with section 308 for the year in re- 
spect of an interest in a taxable life insurance 
policy of the insurer; 


‘net cost of insurance” of an insurer for a taxation 
year means the amount, if any, by which 


(a) the amount determined in the description of A 
in the definition “mortality experience” in respect 
of the insurer for the year 


exceeds 


(b) the amount determined in the description of B 
in the definition “mortality experience” in respect 
of the insurer for the year; 


“net level premium” in respect of a particular pre- 
mium under a policy (other than a prepaid premium 
that cannot be refunded except on termination or 
cancellation of the policy) means 


(a) where benefits (other than policy dividends) 
and premiums (other than the frequency of pay- 
ment thereof) in respect of the policy have been 
determined at the date of issue of the policy, the 
amount determined by the formula 


B 
A 
C 


where 
A. is the amount of the particular premium, 


Bis the present value, at the date of issue of the 
policy, of the amount of the benefits (other 
than policy dividends) to be provided under 
the terms of the policy after the issue of the 
policy, and 


C is the present value, at the date of issue of the 
policy, of the amount of the premiums paya- 
ble under the terms of the policy on or after 
the issue of the policy, and 


(b) where the amounts of the benefits or premi- 
ums in respect of the policy are not determined at 
the date of issue of the policy, the amount that 
would be determined under paragraph (a) in re- 
spect of the particular premium if the amount 
were adjusted in a manner that is reasonable in 
the circumstances and consistent with the manner 
of the adjustment referred to in the definition 
“modified net premium” in subsection 1404(2) in 
respect of the particular premium, 


“net level premium reserve” in respect of a life in- 
surance policy for a taxation year means the maxi- 
mum amount that would be deductible under subpar- 
agraph 138(3)(a)(i) of the Act pursuant to paragraph 
1401(1)(c) in respect of the policy in computing the 
insurer’s income for the year, if any reference to 
“modified net premium” in sections 1401, 1403 and 
1404 were a reference to “net level premium”; 


‘“non-participating life insurance policy” means a 
life insurance policy other than a participating life 
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insurance policy within the meaning assigned by 
subsection 138(12) of the Act; 


“policy loan” has the meaning assigned by subsec- 
tion 138(12) of the Act: 


“pre-funded group life i insurance policyon means a 
group term life insurance policy, other than a policy 
under which each premium payable is in respect of 
coverage for a period, including the day on: which 
the premium becomes payable, that does not exceed 
twelve months; 


“premium” includes 
(a) consideration received _ for 
annuities, 


settlement 


(b) amounts received by an insurer in respect of 
employee contributions under registered pension 
funds or plans.in,respect of which the insurer is a 
plan sponsor ora retirement compensation ar- 
rangement in respect of which the i insuver is the 
custodian, and 


(c) any amount deemed by paragraph 138.1(1)(h) 
of the Act for the purposes of Part I of the Act to 
be a premium received by an insurer;;: 


but does not include amounts received in réspect of 
the repayment of a policy loan or in respect of inter- 
est on a policy loan and, for greater certainty, the 
amount of a premium is not reduced sea the amount 
of a refund of premiums; 


“registered life insurance policy” has the meaning | 


assigned by section 211 of the Act; 


“reinsurance arrangement” does not include an ar- 
rangement under which an insurer has assumed the 
obligations of the issuer of a life insurance policy to 
the policyholder; 


“segregated fund” has the meaning assigned by 
subsection 138(12) of the Act; 


“specified transaction or event” in respect of a life 
insurance policy means 
(a) a change in underwriting class, 
(b) a change in premium due to a change in fre- 
quency of premium payments within a year that 
does not alter the present value, at the beginning 
of the year, of the total premiums to be paid 
under the policy in the year, 


(c) an addition under the terms of the policy as 
they existed on March 2, 1988, of accidental 
death, dismemberment, disability or guaranteed 
purchase option benefits, 


(d) a deletion of a rider, 


(e) redating lapsed policies within 60 days after 
the end of the calendar year in which the lapse 
occurred, or redating for policy loan 
indebtedness, 


(f) a change in premium due to a correction of 
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_€rroneous information, 


= (g) the payment of a premium after its due whic, 
or no more than 30 days before its due ‘date, as 
established on or before March 2, 1988, or’ 


(h) the payment of an amount of interest ‘de- 
scribed in a gins 148(9)(e. YQ of the Act; 
[and] | 


“taxable life insurance policy” of an insurer at any 
time means a life insurance policy in Canada issued 
by the insurer (or in respect of which the insurer has 


_ assumed the obligations of the issuer of the policy to 


the policyholder), other-than a policy ‘that is at that 
time an excluded arrangement. 


(2). For the purposes of this Part, 


(a) any rider added, at any time after March 2, 
“1988, to a life: insurance policy shall be:deemed 
to be a ‘separate life insurance Rolie issued at 
that time; and 


(b) in respect of an insurer’s first ‘taxation year 
that commences after June 17, 1987 and ends af- 
ter 1987; the maximum amount that would have 
been deductible under subparagraph 138(3)(a)(1), 
(11) or (iv) of the Act, as the case may: be, in com- 
puting the msurer’s income for the immediately 
preceding year shall be determined as though the 
provisions that apply in determining that maxi- 
mum amount for that first taxation year were ap- 
plicable in respect of that pe preceding 
year, | 


(3) Prescribed previstens — For the purposes of 
paragraph (b) of the description of C in subsection 


211-1) of the Act, as it read in its application to 


taxation years beginning before 1990, the provisions 
of the Act that are prescribed are paragraphs 
12(1)G), G1), (a), (1), (0.2), (n.3), (0), (t), and (v), 
and subsections 13(1), 59(3.2) and (3.3), 138(4.4) 
and 140(2).° 


(4) Prescribed arrangements — For the pur- 
poses of the description of D in subsection 211.1(3) 
of the Act, as it read in its application to taxation 
years beginning before 1990, prescribed arrange- 
ments in respect of an insurer are 


(a) life insurance policies in Canada issued by the 
insurer (or in respect of which the insurer has as- 
sumed the obligations of the issuer of the. policy 
to the policyholder) that are group term life insur- 
ance policies or existing guaranteed life insurance 
policies; 

(b) life insurance policies (other than life insur- 
ance policies in Canada) issued by the insurer (or 
in respect. of which the insurer has assumed the 
obligations of the issuer of the policy to the 
policyholder); 

(c) retirement compensation arrangements. in re- 
spect of which the insurer is the custodian; and 


» (d) reinsurance arrangements under which the in- 
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surer has assumed or ceded risks insured under 
life insurance policies (other than policies issued 
by the insurer or in respect of which the insurer 
has assumed the obligations of the issuer of the 
policy to the policyholder). 


(5) Prescribed rules for determining 
amounts — The amount in the description of D in 
subsection 211.1(3) of the Act, as it read in its appli- 
cation to taxation years beginning before 1990, in re- 
spect of a life insurer for a taxation year is deter- 
mined by the formula 


A-B+C-D-E-F 
where 


A is the total of all amounts each of which is the 
maximum amount that would be deductible under 
subparagraph 138(3)(a)(i), (ii) or (iv) of the Act 
in respect of an excluded arrangement of the in- 
surer in computing the insurer’s income for the 
year, if that amount were determined without ref- 
erence to any policy loan; 


B is the total of all amounts each of which is the 
maximum amount that would have been deducti- 
ble under subparagraph 138(3)(a)(i), (ii) or (iv) of 
the Act in respect of an excluded arrangement of 
the insurer in computing the insurer’s income for 
the immediately preceding year, if that amount 
were determined without reference to any policy 
loan; 

C is the total of all amounts each of which is the 
amount of a benefit, determined on a net of rein- 
surance ceded basis, that has become payable by 
the insurer in the year in respect of an excluded 
arrangement of the insurer, to the extent that the 
benefit is deducted in computing the insurer’s in- 
come for the year under Part I of the Act from 
carrying on a life insurance business in Canada; 


D is the total of all amounts each of which is the 
amount of a premium, determined on a net of re- 
insurance ceded basis, that has become receivable 
by the insurer in the year in respect of an ex- 
cluded arrangement of the insurer, to the extent 
that the premium is included in computing the in- 
surer’s income for the year under Part I of the Act 
from carrying on a life insurance business in 
Canada; 


E is the positive or negative amount, as the case 
may be, in respect of the insurer for the year de- 
termined by the formula 

(G-H)-(d-J)+(K-L)-(M-N) 
where 


G is the total of all amounts each of which is the | F 


maximum amount that would be deductible 
under subparagraph 138(3)(a)(i), (ii) or (iv) of 
the Act in respect of a taxable life insurance 
policy of the insurer in computing the in- 
surer’s income for the year, if that amount 
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were determined without reference to any pol- 
icy loan or reinsurance arrangement, 


H_ is the total of all amounts each of which is the 
maximum amount that would be deductible 
under subparagraph 138(3)(a)(i), (41) or (iv) of 
the Act in respect of a taxable life insurance 
policy of the insurer in computing the in- 
surer’s income for the year, if that amount 
were determined without reference to any pol- 
icy loan, 

I is the total of all amounts each of which is the 
maximum amount that would have. been de- 
ductible under subparagraph 138(3)(a)(1), (11) 
or (iv) of the Act in respect of a taxable life 
insurance policy of the insurer in computing 
the insurer’s income for the immediately pre- 
ceding taxation year, if that amount were de- 
termined without reference to any policy loan 
or reinsurance arrangement, 


J is the total of all amounts each of which is the 
maximum amount that would have been de- 
ductible under subparagraph 138(3)(a)(1), (ii) 
or (iv) of the Act im respect of a taxable life 
insurance policy of the insurer in computing 
the insurer’s income for the immediately pre- 
ceding taxation year, if that amount were de- 
termined without reference to any policy loan, 


K_ is the total of all amounts each of which is the 
amount of a benefit that has become payable 
in the year by the insurer under a taxable life 
insurance policy of the insurer, 


L is the total of all amounts each of which is the 
amount of a benefit, determined on a net of 
reinsurance ceded basis, that has become pay- 
able by the insurer under a taxable life insur- 
ance policy of the insurer, to the extent that it 
is deducted in computing the insurer’s income 
from carrying on a life insurance business in 
Canada for the year, 


M is the total of all amounts each of which is the 
amount of a premium that has become receiv- 
able by the insurer in the year under a taxable 
life insurance policy of the insurer, and 


N is the total of all amounts each of which is the 
amount of a premium determined on [a] net of 
reinsurance ceded basis, that has become re- 
ceivable by the insurer in the year under a tax- 
able life insurance policy of the insurer, to the 
extent that the premium is included in com- 
puting the insurer’s income from carrying on 
a life insurance business in Canada for the 
year; and 

is the positive or negative amount, as the case 

may be, determined by the formula 


O+P-Q-R 
where 
O is the total of all amounts each of which is an 
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amount in respect of a group term life’ insur- 
ance policy equal to the lesser of 


(a) the amount of interest credited by the 
insurer in the year on account of the policy 
(other than interest payable in respect of 
the period ending on its first anniversary 
date after March 2, 1988), and 


(b) the amount, if any, by which the maxi- 
mum amount that would be deductible 
under subparagraph 138(3)(a)(i) of the Act 
pursuant to paragraph 1401(1)(c.1) in re- 
spect of the policy in computing the in- 
surer’s income for the year, if that amount 
were determined without reference to any 
reinsurance arrangement, exceeds the max- 
imum amount that would have been so de- 
ductible in computing the insurer’s income 
for the immediately preceding year, 


P. is 80:per cent of the total of all amounts each 


of which is the amount in respect of a liability 
of the insurer, a benefit, a risk or a guarantee, 
in respect of which an amount is determined 
under paragraph 1401(1)(a), (c) or (d) for the 
year, in respect of a pre-funded group life in- 
surance policy of the insurer, determined by 
multiplying 
(a) the rate of interest used in determining 
the amount under paragraph 1401(1)(a), 
(c) or (d), as the case may be, for the year 
in respect of the liability, benefit, risk or 
guarantee, as the case may be, 


by '/2 of the total of 


(b) the maximum amount that would be 
deductible under subparagraph 138(3)(a)(i) 
of the Act pursuant to paragraph 

_ 1401(1)(a), (c) or (d), as the case may be, 
in respect of the liability, benefit, risk or 
guarantee, as the case may be, in comput- 
ing the insurer’s income for the year if that 
amount were determined without reference 
to any policy loan or reinsurance arrange- 
ment, and 


(c) the maximum amount that would have 
been deductible under subparagraph 
138(3)(a)(@) of the Act pursuant to para- 
graph 1401(1)(a), (c) or (d), as the case 
may be, in respect of the liability, benefit, 
risk or guarantee, as the case may be, in 
computing the insurer’s income for the im- 
mediately preceding taxation year if that 
amount were determined without reference 
to any policy loan or reinsurance 
arrangement, 


Q is the total of all amounts each of which is the 


amount determined for the year in respect of a 
taxable life insurance policy of the insurer by 
multiplying 

(a) the rate of interest used in determining 


the maximum amount: deductible under 
subparagraph 138(3)(a)() of the Act pur- 
suant to paragraph 1401(1)(c) in respect of 
the policy in computing the insurer’s in- 
come for the year, 


by. ‘4 of the total of 


(b) the maximum amount that would be 
deductible under subparagraph 
138(3)(a)(i) of the Act in respect of the 
policy in computing the insurer’s income 
for the. year, if that amount were deter- 
mined without reference to any. reinsur- 
ance arrangement, and 


(c) the maximum. amount that would have 
been deductible under subparagraph 
138(3)(a)(@i) of the Act in respect of the 
policy in computing the insurer’s income 
for the immediately preceding taxation 
year, if that amount were determined with- 
out reference to any reinsurance arrange- 
ment, and 


R is the total of all amounts each of which is an 
amount in respect of a group term life insur- 
ance policy equal to the amount, if any, by 
which 

(a) the total of all amounts determined in 
respect of the insurer under the description 
of O in respect of the policy for taxation 
years ending before the year 


exceeds the total of 


(b) the total of all amounts determined in 
respect of the insurer under the description 
of R in respect of the policy for taxation 
years ending before the year, and 


(c) the maximum amount that would be 
deductible under subparagraph 138(3)(a)(i) 
of the Act pursuant to paragraph 
1401(1)(c.1) in respect of the policy in 
computing the insurer’s income for the 
year, if that amount were determined with- 
out reference to any _ reinsurance 
arrangement. 


(6) The amount of the term insurance component in 
the description of E in subsection 211.1(3) of the 
Act, as it read in its application to taxation years be- 
ginning before 1990, in respect of a life insurer for a 
taxation year is determined by the formula 


A+B+C-D+E-F+G+H 


where 


A. is the amount determined by multiplying 0.0035 
by the total of all amounts each of which is the 
amount of new insurance effected in the year 
(other than amounts rescinded in the year) under 
a taxable life insurance policy of the insurer; 


B is the amount determined by multiplying 0.0002 
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by '/ of the total of 


(a) all amounts of insurance in force at the end 
of the year under taxable life insurance poli- 
cies of the insurer (other than paid-up poli- 
cies), and 


(b) all amounts of insurance in force at the 
end of the immediately preceding taxation 
year under taxable life insurance policies of 
the insurer (other than paid-up policies); 


C is the amount determined by multiplying 0.20 by 
the net cost of insurance in respect of the insurer 
for the year; 


D is the greater of 


(a) the lesser of $2,500,000 and the amount, if 
any, by which 
(i) the total of the amounts determined 
under the descriptions of A, B, C and E in 
respect of the insurer for the year 


exceeds 


(ii) 50 per cent of the amount that would 
be determined under the description of N 
in subsection (5) in respect of the insurer 
for the year, if that amount were deter- 
mined without reference to any reinsur- 
ance arrangement, and 


(b) the amount, if any, by which 


(i) the total of the amounts determined 
under the descriptions of A, B, C and E in 
respect of the insurer for the year 


exceeds 


(ii) 75 per cent of the amount that would 
be determined under the description of N 
in subsection (5) in respect of the insurer 
for the year, if that amount were deter- 
mined without reference to any reinsur- 
ance arrangement; 


E is the amount determined under the description of 
D in respect of the insurer for the immediately 
preceding taxation year; 


F is such amount as the insurer may claim, not ex- 
ceeding the positive amount, if any, determined 
by adding : 


(a) the mortality experience of the insurer for 
the year, and 


(b) the amount determined under the descrip- 
tion of G in respect of the insurer for the year; 


G is the mortality loss adjustment account of the in- 
surer for the immediately preceding year; and 


H is 1 per cent of the total of all amounts each of 
which is the amount of a premium that has be- 
come receivable by the insurer in the year under a 
taxable life insurance policy of the insurer in re- 
spect of which a positive amount of guaranteed 
interest is determined for the year under subsec- 
tion (8). 
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(7) The amount of the amortization adjustment 
amount in the description of E in subsection 211.1(3) 
of the Act, as it read in its application to taxation 
years beginning before 1990, in respect of a life in- 
surer for a taxation year is determined by the 
formula 


CAB al, 1 
where 


A is the total of all amounts each of which is the 
amount that would be the net level premium re- 
serve for the year in respect of a taxable life in- 
surance policy of the insurer (other than a policy 
in respect of which a positive amount of guaran- 
teed interest is determined for the year under sub- 
section (8)), if that amount were determined with- 
out reference to any policy loan or reinsurance 
agreement; 


B is the total of all amounts each of which is the 
amount that would be the net level premium re- 
serve for the immediately preceding taxation year 
in respect of a taxable life insurance policy of the 
insurer (other than a policy in respect of which a 
positive amount of guaranteed interest is deter- 
mined for the year under subsection (8)), if that 
amount were determined without reference to any 
policy loan or reinsurance arrangement; 


C is the total of all amounts each of which is the 
maximum amount that would be deductible under 
subparagraph 138(3)(a)(i) of the Act pursuant to 
paragraph 1401(1)(c) in computing the insurer’s 
income for the year, in respect of a taxable life 
insurance policy of the insurer (other than a pol- 
icy in respect of which a positive amount of guar- 
anteed interest is determined for the year under 
subsection (8)), if that amount were determined 
without reference to any policy loan or reinsur- 
ance arrangement; and 


D is the total of all amounts each of which is the 
maximum amount that would have been deducti- 
ble under subparagraph 138(3)(a)(i) of the Act 
pursuant to paragraph 1401(1)(c) in computing 
the insurer’s income for the immediately preced- 
ing taxation year, in respect of a taxable life in- 
surance policy of the insurer (other than a policy 
in respect of which a positive amount of guaran- 
teed interest is determined for the year under sub- 
section (8)), if that amount were determined with- 
out reference to any policy loan or reinsurance 
arrangement. 


(8) The amount of guaranteed interest in the descrip- 
tion of F in subsection 211.1(3) of the Act, as it read 
in its application to taxation years beginning before 
1990, in respect of a life insurer for a taxation year is 
the total of all amounts each of which is the guaran- 
teed interest for the year in respect of 


(a) a life insurance policy in Canada (other than a 
policy that was at any time an excluded arrange- 


2182 


Part XX‘ Political Contributions 


ment), or 
(b) a pre-funded group life insurance policy, 


where the policy was issued by the insurer (or in re-_ 


spect of which the insurer has assumed the obliga- 


tions of the issuer of the policy to the policyholder) 


and the terms and conditions of the policy relating to 
premiums and ‘benefits were determined on or before 


March 2, 1988, except that where, at any ‘time after 
March 2, 1988, the terms and conditions of the pol-. 


icy relating to premiums and’ benefits have been 
changed (other than to give effect to terms and con- 
ditions which were. determined prior to’ March 3, 


1988 or pursuant to a specified transaction or event), 


the amount of guaranteed interest in respect:of the 
policy for the year in which the change is made and 
any subsequent taxation year is deemed to be nil. 


(9) Prescribed portion — The prescribed portion 
of an amount referred to.in the description of G in 
subsection 211.1(3) of the Act, as it read in its appli- 
cation to taxation years beginning before 1990, for a 
taxation year is 


(a) where the amount is in respect of a life insur- 
ance policy (other than .a policy in respect of 
which a positive amount of guaranteed interest is 
determined for the year under subsection (8)), 
100 per cent of the amount; and 


(b) in any other case, nil. 


(10) Prescribed arrangements —_ Par the pur- 
poses of the description of G in subsection 211.1(3) 


of the Act,.as it read in its application. to taxation | 


years beginning before 1990, prescribed. arrange- 


ments of an insurer, are life insurance policies in 
Canada issued. by the insurer (or im respect of which | 


the insurer has assumed the obligations of the issuer 


of the policy to the policyholder) that are group term | 


life insurance policies or policies: that, at any time, 
were existing guaranteed life insurance policies. 


Part xx — Political 
Contributions 


History: Part XX was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 


8, 1979. 


by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, es ties 


2000. Contents of receipts — (1) Every official 
receipt issued by a registered agent of a registered 
party shall contain a statement that it is an. official 
receipt for income tax purposes and shall, in a man- 
ner that cannot readily be altered, show clearly 


(a) the full name of the registered party; 
(b) the-serial numberof the receipt; 


(c) the name of the registered agent as recorded 
in the registry maintained by the Chief Electoral 
Officer pursuant to subsection 13-1(1) Gt the 
Canada Elections Act; - 
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(d) the day on which the receipt was issued;. 

(e) where the person making the contribution is 
(i) a person other than an individual, the day 

on which the contribution was received where 

that day differs from the day referred to in 
paragraph (d), or 
(ii) an individual, the calendar year, ¢ during 
which the contribution was received; 


(f) the place or Sata where the receipt was 
issued; 


(g): the name and saidvelst of the pertiih making 
the contribution including, in the case of an indi- 
»-vidual, his first name or initial; 


(h) the amount of the contribution; and 
(i) the signature of the registered agent. 


(2) Subject to subsection (3), every official receipt 
issued by an official agent of an officially nominated 
candidate shall contain a statement that it is an offi- 
cial receipt, for income tax purposes. and shall, in.a 

manner, that cannot readily be. altered, show clearly 


(a) the name of the officially nominated 
candidate, 

(b) the serial number. of the receipt; 

(c) the name,of the official agent as tecomled with 
+L 


Tae 
S/aT Vt fe 
He Muanist Fr; 


, day on which the receipt was issued; 
he day,en which the contribution. was re- 
where that. day differs from, the day -re- 
dete dipparagraph|(d); 

ie poling ‘day:*': 
(g) the name and address: of the person making 
the contribution including, in the case of an indi- 
svidual his first: name; or initial; 
(h) the amount of the contribution; and 
(i) the signature of the official agent. 


(3) The information required by paragraph (2)(f) 
may be shown by use of a code on an official receipt 
form issued by the Chief Electoral Officer, provided 
that the Minister is advised of the meaning of the 
code used. 


(4) For in purposes He sipeeetdond (1) and (2), an 
official receipt issued to replace an official receipt 
previously issued shall show clearly that it replaces 
the original receipt and, in addition to its own serial 
number, shall show the serial number of the receipt 
originally issued. 


(5) A spoiled official receipt form shall be marked 
“cancelled” and such form, together with the dupli- 
cate thereof, shall be filed by the registered agent or 
the official agent, as the case may be, together with 
the duplicates of receipts required to be filed with 
the Minister pursuant to subsection 230.1(2) of the 
Act. 
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(6) Every official receipt form on which 


(a) the day on which the contribution was 
received, 


(b) the year during which the contribution was re- 
ceived, or 


(c) the amount of the contribution 


was incorrectly or illegibly entered shall be regarded 
as spoiled. 


2001. Information returns — The return of infor- 
mation referred to in subsection 230.1(2) of the Act 
shall be filed by a registered agent on or before the 
last day of March in each year and shall be in respect 
of the preceding calendar year. 

Forms: T2092: Contributions to a registered party — information 
return; T2093: Contributions to a candidate at an election — infor- 
mation return. 


2002. Interpretation — (1) In this Part, 


‘contribution’ means an amount contributed within 
the meaning assigned by subsection 127(4.1) of the 
Act; 


“official receipt’”’ means a receipt for the purposes 
of subsection 127(3) of the Act containing informa- 
tion as provided in subsection 2000(1) or (2), as the 
case may be; 


“official receipt form” means any printed form that 
a registered agent or an official agent, as the case 
may be, has that is capable of being completed, or 
that originally was intended to be completed, as an 
official receipt of the registered agent or official 
agent, as the case may be. 


99 66. 


(2) In this Part, “official agent’, “polling day”, “reg- 
istered agent” and “registered party” have the mean- 
ings assigned to them by section 2 of the Canada 
Elections Act and “officially nominated candidate” 
means a person in respect of whom a nomination pa- 
per and deposit have been filed as referred to in the 
definition “official nomination” in that section of 
that Act. 


Part Xx| — Elections in 
respect of Surpluses 


History: Part XXI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


2100. Reduction of tax-paid undistributed 
surplus on hand or 1971 capital surplus on 
hand — Any election under subsection 83(1) of the 
Act in respect of a dividend payable before 1979 by 
a Canadian corporation shall be made by filing with 
the Minister the following documents: 


(a) the form prescribed by the Minister; 
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(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; 

(d) where paragraph (e) is not applicable, sched- 
ules showing the computation of the amount, im- 
mediately before the election, of the 
corporation’s 


(i) tax-paid undistributed surplus on hand, if 
any, 


(ii) 1971 capital surplus on hand, if any, and 


(iii) 1971 undistributed income on hand, if 
any; and 


(e) where subsection 83(3) of the Act is applica- 
ble, schedules showing the computation of the 
amount, immediately before the dividend became 
payable, of the corporation’s 


(i) tax-paid undistributed surplus on hand, if 
any, 


(ii) 1971 capital surplus on hand, if any, and 


(iii) 1971 undistributed income on hand, if 
any. 
History: That portion of para. 2100(e) preceding subpara. (1) sub- 
stituted by P.C. 1988-390, s. 11, March 3, 1988, Canada Gazette, 
Part II, March 16, 1988, effective October 29, 1985. 


S. 2100 amended by P.C. 1983-867, March 25, 1983, Canada Ga- 
zette, Part II, April, 1983, to remove the requirement to file dupli- 
cate copies of the documents listed. 


All that portion of s. 2100 preceding para. (a) substituted by P.C. 
1980-502, s. 2, February 8, 1980, Canada Gazette, Part I, February 
27, 1980, effective January 1, 1980. 


2101. Capital dividends and life insurance 
capital dividends payable by private corpora- 
tions — Any election under subsection 83(2) of the 
Act in respect of a dividend payable by a private cor- 
poration shall be made by filing with the Minister 
the following documents: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; 


(d) where the election has been made under sub- 
section 83(2) of the Act and paragraph (e) is not 
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applicable, schedules showing the computation of 
the amount, immediately before the election, of 
the corporation’s 


(i) capital dividend nbcount: and 
(ii) 1971 undistributed income on hand, if 


any, if the dividend was payable on or prior to — 


March 31,'1977; and 


(e) where the election has been made under sub- 
section 83(2) of the Act and subsection 83(3) of 
the Act is applicable, schedules showing the com- 
putation of the amount, immediately. before the 
dividend became payable, of the corporation’s 


(i) capital dividend account, and 


(it) 1971 undistributed income on hand, if 


any, if the dividend was payable on or prior to 
March 31, 1977. 


History: That portion of s, 2101 preceding para. (a) substituted, 
and paras. (f) and (g) revoked, applicable with respect to dividends 
paid after May 23, 1985; that portion of para. 2101(e) preceding 
subpara. (i) substituted effective October 29, 1985, by P.C. 1988- 
390, s. 12, March 3, 1988, Canada Gazette, Part II, March 16, 1988. 


That portion of s. 2101 preceding para. (a), that portion of para. (d) 


preceding subpara. (i), and para (e) substituted and paras. (f) and (g) | 


added by P.C. 1984-3789, s. 10, November 29, 1984, Canada Ga- 
zette, Part Il, December 12, 1984, effective June 29, 1982. 


S. 2101 amended by P.C. 1983-867, March 25, 1983, Canada Ga- 
zette, Part II, April, 1983, to remove the requirement. to file, dupli- 
cate copies of the documents listed. 


Subparas. 2101(d)(ii), (e)Gi) substituted by P.C. 1978-2394, s. 1, 
July 26, 1978, Canada Gazette, Part II, August 9, 1978, effective 
for the period commencing April 1, 1977. 

Interpretation Bulletins: IT-66R6: Capital dividends. 


Forms: T2054: Election in respect of a capital dividend under sub- 
section 83(2). 


2102. Tax on 1971 undistributed income on 
hand — (1) [Revoked] 


History: Subsec. 2102(1) revoked by P.C. 1980-502, subsec. 3(1), 
February 8, 1980, Canada Gazette, Part II, February 27, 1980. 


(2) Any retroactive election by a corporation under 
subsection. 196(1.1) of the Act, in respect, of a divi- 
dend payable before 1979 in respect of which an 
election was made under section 83 of the Act, shall 
be made by filing with the Minister the following 
documents: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; and 


(d) a schedule showing the computation of the 
amount, immediately before the time immedi- 
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ately before the specified election referred to in 
subsection 196(1.1) of the Act was made, of the 
corporation’s 1971 undistributed income on hand. 
History: Subsec. 2102(2) amended by P.C. 1983-867, March 25, 


1983, Canada Gazette, Part Il} April 13, 1983, to remove the re- 
quirement to file duplicate copies of the documents ‘listed: 


All that portion of subsec.-2102(2) preceding para. (a) substituted 
by P.C. 1980-502, subsec. 3(2), February 8, 1980, Canada Gazette, 
Part Il, February 27, 1980. 


2103. [Revoked] 


History: S. 2103 revoked by P.C. 1978-2394, s. 2, July 26, 1978, 
Canada Gazette, Part II, August 9, 1978, effective for the period 
commencing January 1, 1978. 


2104. Capital gains dividends payable by 
mutual fund corporations and investment 
corporations — Any election under subsection 
131(1) of the Act in respect of a dividend payable by 
a mutual fund corporation or an investment corpora- 
tion shall be made by filing with the Minister the fol- 
lowing documents: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation’ are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; 


(d) where paragraph (f) is not applicable, a sched- 
ule showing the computation of the amount, im- 
mediately before the election, of the corpora- 
tion’s capital gains dividend account; and 


(e) [Revoked] 


(f) where subsection 131(1.1) of the Act is appli- 
cable, a schedule showing the computation of the 
amount, immediately before the earlier of 


(i) the date the dividend became payable, and 


(ii) the first day on which any part of the divi- 
dend was paid, 


of the corporation’s capital gains dividend 
account. 


History: That portion of s. 2104 preceding para. (a) substituted ap- 
plicable to 1985 et seq.; para. (d) substituted and para (e) revoked 
effective October 29, 1985, by P.C. 1988-390, s. 13, March:3, 1988, 
Canada Gazette, Part II,,-March 16, 1988. 


S. 2104 amended by P.C. 1983-867, March 25, 1983, Canada Ga- 


zette, Part Il, April, 1983, to remove the resipirement to file dupli- 
cate copies of the documents. listed. 


Paras. 2104(d) substituted, (f) added by P.C: 1981-2409, s. 1, Sep- 
tember 3, 1981, Canada Gazette, Part I, September 23,°1981, appli= 
cable to elections made in respect of dividends that became payable 
after 1974. 


Forms: T2055: Election in respect of a capital gains dividend 
under subsection 131(1). 
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2104.1 [Capital gains dividends payable by 
mortgage investment corporations] — Any 
election under subsection 130.1(4) of the Act in re- 
spect of a dividend payable by a mortgage invest- 
ment corporation shall be made by filing with the 
Minister the following documents: 


(a) the documents referred to in paragraphs 
2104(a) to (c); and 

(b) a schedule showing the computation of the 
capital gains dividend in accordance with para- 
graph 130.1(4)(a) of the Act. 


History: S. 2104.1 added by P.C. 1988-390, s. 14, March 3, 1988, 
Canada Gazette, Part Il, March 16, 1988, applicable to 1985 et seq. 


Forms: T2012: Election in respect of a capital gains dividend 
under subsection 130.1(4); T2143: Election not to be a restricted 
financial institution. 


2105. Capital gains dividends payable by 
non-resident-owned investment corpora- 
tions — Any election under subsection 133(7.1) of 
the Act in respect of a dividend payable by a non- 
resident-owned investment corporation shall be 
made by filing with the Minister the following docu- 
ments: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; 


(d) where paragraph (e) is not soeihietitele: a 
schedule showing the computation of the amount, 
immediately before the election, of the corpora- 
tion’s capital gains dividend account; and 


(e) where subsection 133(7.3) of the Act is appli- 
cable, a schedule showing the computation of the 
amount, immediately before the earlier of 


(i) the date the dividend became payable, and 


(ii) the first day on which any part of the divi- 
dend was paid, 


of the corporation’s capital gains dividend 
account. 


History: S. 2105 amended by P.C. 1983-867, March 25, 1983, 
Canada Gazette, Part Il, April, 1983, to remove the requirement to 
file duplicate copies of the documents listed. 


Paras. 2105(d) substituted, (e) added by P.C. 1981-2409, s. 2, Sep- 
tember 3, 1981, Canada Gazette, Part II, September 23, 1981, appli- 
cable to elections made in respect.of dividends that became payable 
after 1974, except that in its application to dividends that became 
payable after 1974 and before 1979 paras. 2105(d) and (e) shall be 
read as follows: 


(d) Where paragraph (e) is not applicable, schedules showing 
the computation of the amount, immediately before the elec- 
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tion, of the corporation’s 
(i) capital gains dividend account, and 
(ii) 1971 undistributed income on hand; and 


(e) where subsection 133(7.3) of the Act is applicable, sched- 
ules showing the computation of the amount, immediately 
before the earlier of 


(i) the date the dividend became payable, and 

(ii) the first day on which any part of the dividend was 

paid, 

of the corporation’ s 

(iii) capital gains dividend account, and 

(iv) 1971 undistributed income on hand. 
Forms: T2053: Election by a Canadian corporation in respect of a 
dividend out of tax-paid undistributed surplus on hand, and/or 1971 
capital surplus on hand; T2054: Election by a private corporation in 
respect of a dividend out of capital dividend account; T2055: Elec- 
tion to pay a capital gains dividend under subsection 131(1); T2056: 
Election to pay tax on 1971 undistributed income on hand; T2063: 


Election in Saito, j of a capital gains dividend under subsection 
133(7.1). 


2106. Alternative to additional tax on 
excessive elections — Any election under sub- 
section 184(3) of the Act in respect of a dividend 
that was paid or payable by a corporation shall be 
made by 


(a) filing with the Minister the following docu- 
ments: 


(i) a letter stating that the corporation elects 
under subsection 184(3) of the Act in respect 
of the said dividend, 


(ii) where the directors of the corporation are 
legally entitled to administer the affairs of the 
corporation, a certified copy of 


(A) their resolution authorizing the elec- 
tion to be made, and 


(B) their declaration that the election is 
made with the concurrence of all share- 
holders who received or were entitled to 
receive all or any portion of the said divi- 
dend and whose addresses were known to 
the corporation, 


(iii) where the directors of the corporation are 
not legally entitled to administer the affairs of 
the corporation, a certified copy of 


(A) the authorization of the making of the 
election, and 


(B) the declaration that the election is 
made with the concurrence of all share- 
holders who received or were entitled to 
receive all or any portion of the said divi- 
dend and whose addresses were known to 
the corporation, 


by the person or persons legally entitled to ad- 
minister the affairs of the corporation, 


(iv) a schedule showing the following infor- 
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- Mation: 


(A) the date of the notice of assessment of 

- the tax that would, but for the election, 
have been payable under Part II of the 
Act, 


(B) the full amount of the said dividend, 


(C) the date the said dividend became pay- 
able, or the first day on which any part of 
the said dividend was paid if that day is 
earlier, 


(D) the portion, if any, of the said dividend 
described in paragraph 184(3)(a) of the 
Act, 


(E) the portion, if any, of the said dividend 
that the corporation is claiming for the pur- 
poses of an election in respect thereof 
under subsection 83(1) or (2), 130.1(4) or 
131(1) of the Act pursuant to paragraph 
184(3)(b) of the Act, and 


(F) the portion, if any, of the said dividend | 


that is deemed by paragraph 184(3)(c) of 
the Act to be a separate dividend that is a 
taxable dividend; and 
(b) making an election in prescribed manner and 
prescribed form in respect of any amount claimed 
under paragraph 184(3)(b) of the Act. 


History: S. 2106 amended by P.C. 1983-867, March 25, 1983, 
Canada Gazette, Part II, April 13, 1983, to remove the requirement 
to file duplicate copies of the documents listed. 


S. 2106 added by P.C. 1978-1138, April 13, 1978, Canada Gazette, 
Part II, April 26, 1978, effective on and after January 1, 1972. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


2107. Tax-deferred preferred series — The fol- 
lowing series of classes of capital stock are hereby 
prescribed for the purposes of subsection 83(6) of 
the Act to be tax-deferred preferred series: 
(a) The Algoma Steel Corporation, Limited, 8% 
Tax Deferred Preference Shares Series A; 
(b) Aluminum Company of Canada, Limited, 
$2.00 Tax Deferred Retractable Preferred Shares; 
(c) Brascan Limited, 8'2% Tax Deferred Pre- 
ferred Shares Series A; 
(d) Canada Permanent Mortgage Corporation, 
6°/4%. Tax Deferred Convertible Preference 
Shares Series A; and | 
(e) Cominco Ltd., $2.00 Tax Deferred Exchange- 
able Preferred Shares Series A. 


History: S. 2107 added by P.C. 1978-2394, s. 3, July 26, 1978, 
Canada Gazette, Part IJ, August 9, 1978, effective for the period 
commencing January 1, 1979. 


Part xxi! — Discharge of 
Security for Taxes 


History: Part XXII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
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by P.C. 1979-1934, July 19; 1979, Canada Gazette, Part I, August 
&, 1979. 


2200. Where under subsection 220(4) of the Act the 
Minister has accepted,.as security for payment of 
taxes, a mortgage or other security or guarantee, he 
may, by a document in writing, discharge such mort- 
gage or other security or guarantee. 


History: S. 2200 amended by P.C, 1994-1817, para. 62(c), Novem- 
ber 1,/1994, Canada Gazette, Part-II, November. 30, 1994. 


Part Xxil!— Principal 
Residences 


History: Part XXII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, aay sav sau hy Bae Canada Gazette, Part II, August 
ya OS aller 


2300. Any election by a taxpayer under subpara- 
graph 40(2)(c)(ai) of the Act shall be made by attach- 
ing to the return of income required by section 150 
of the Act to be filed by him for his taxation year in 
which the disposition of the land, including the prop- 
erty that was his principal residence, occurred, a let- 
ter signed by the taxpayer 


(a) stating that he is plete under that 
subparagraph; 
(b) stating the number of taxation years ending 
after the acquisition date (within the meaning as- 
signed by paragraph 40(2)(b) of the Act) for 
which the property was his principal residence 
and during which he was resident in Canada; and 
(c) giving a description of the property sufficient 
to identify it with the property designated as his 
principal residence. 

History: Para. 2300(b) substituted by P.C. 1980-2224, s. 1, August 


27, 1980, Canada Gazette, Part II, September 10, 1980, effective in 
respect of dispositions after March 31, 1977. 


2301. Any designation by a taxpayer under subpara- 
graph 54(g)(iii) [54“principal residence’’(c)] of the 
Act shall be made.in the return of income required 
by section 150 of the Act to be filed by him for any 
taxation year of.the taxpayer in which 


(a) he has disposed of a property ‘that is to be des- 
ignated as his principal residence; or 


(b) he has granted an option to acquire such 
property. 
Interpretation Bulletins: IT-120R4: Principal residence. 
Forms: T1079: Designation of a property as a principal residence 
by a personal trust; T1079-WS: Principal residence worksheet; 


T2091: Designation of a property asa principal residence by an in- 
dividual; T2091(IND)WS: Principal residence worksheet. 
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History: Part XXIV (ss. 2400-2409) was substituted by P.C. 1979- 
2483, September 13, 1979, Canada by dag Part II, September 26, 
1979: 
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2400. Property used in insurance businesses 
in Canada — (1) For the purposes of paragraph 
138(12)(1) [138(12)“property used by it in the year 
in, or held by it in the year in the course of”’] of the 
Act, “property used by it in the year in, or held by it 
in the year in the course of” carrying on an insurance 
business in Canada (in this Part referred to as the 
“particular insurance business”) means the property 
(in this Part referred to as “insurance property’) of 
an insurer that is designated or required to be desig- 
nated by the insurer in respect of a taxation year, and 
for that purpose the following rules apply: 


(a) such investment. property Owned by the in- 
surer at the beginning of the year that was insur- 
ance property in respect of another insurance bus- 
iness in Canada in the immediately preceding 
taxation year and that was used by the insurer in 
the year in, or held by it in the year in the course 
of (determined without reference to this subsec- 
tion), carrying on the particular imsurance busi- 
ness shall be designated by the insurer in respect 
of the particular insurance business for the year; 


(b) where the amount of the insurer’s mean Cana- 
dian reserve liabilities for the year in respect of 
the particular insurance business exceeds the total 
of 


(i) the aggregate value for the year of all in- 
vestment property of the insurer required to be 
designated by the insurer under paragraph (a) 
in respect of the particular insurance business 
for the year, 


(ii) where the particular insurance business is 
a life insurance business in Canada, the aggre- 
gate of the mean policy loans of the insurer 
for the year and '/ of the aggregate. of out- 
standing premiums of the insurer in respect of 
that insurance business in Canada as deter- 
mined for the purposes of the: relevant author- 
ity at the end of the year and the immediately 
preceding taxation year, 


(iii) where the particular insurance business is 
an accident and sickness insurance business in 
Canada, '/2 of the aggregate of outstanding 
premiums of the insurer in respect of that in- 
surance business in Canada as determined for 
the purposes of the relevant authority at the 
end of the year and the immediately preceding 
taxation year, and 


(iv) where the particular insurance business is 
an insurance business in Canada, other than a 
life insurance business in Canada or an acci- 
dent and sickness insurance business in Can- 
ada, 2 of the total of 


(A) the aggregate of all amounts each of 
which is an amount of a deferred acquisi- 
tion expense or a premium receivable (to 
the extent included in the insurer’s Cana- 
dian reserve liabilities) of the insurer in re- 
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spect of that insurance business in Canada 
as determined for the purposes of the rele- 
vant, authority at the end of the immedi- 
ately preceding taxation year, and 


(B) the aggregate of all amounts each of 
which is an amount of a deferred acquisi- 
tion expense or a premium receivable (to 
the extent included in the insurer’s Cana- 
dian reserve liabilities) of the insurer in re- 
Spect of that insurance business in Canada 
as determined for the purposes of the rele- 
‘vant authority at the end of the year, 


such investment property (other than investment 
property required to be designated by the insurer 
pursuant to paragraph (a) in respect of another in- 
surance business in Canada of the insurer for the 
year, when that paragraph is applied in respect of 
that other business) owned by the insurer at the 


beginning of the year that was insurance property 


in respect of the particular insurance business in 
the immediately preceding taxation year, the 
value for the year of which is not less than the 
amount of that excess, shall be designated by the 
insurer in respect of the particular insurance busi- 
ness for the year; 


(c) where 


(i) the amount of the excess determined under 
paragraph (b) in respect of the particular’ in- 
surance business for the year 


exceeds 


(ii) the aggregate value for the year of insur- 
ance property in the immediately preceding 
taxation year in respect of the particular insur- 
ance business required to be designated by. the 
insurer pursuant to paragraph (b) in respect of 
the particular insurance. business for the year, 


such investment property (other than investment 
property designated or required to be designated 
by the insurer under paragraph (a) or (b) for the 
year) owned by the insurer at any time in the 
year, the value for the year of which is not less 
than the amount of that excess, shall be desig- 
nated by the insurer in respect of the pene a: 
insurance business for the year; 


(d) where 


(i) the amount of the insurer’s Canadian in- 
vestment fund for the year 


exceeds 


(ii) the aggregate value for the year of all in- 
vestment property designated or required to be 
designated by the insurer under. paragraphs 
(a), (b) and (c) in respect of all insurance busi- 
nesses in Canada for the year, 


such investment property (other than investment 
property designated or required to be designated 
by the insurer under paragraph (a), (b) or (c) for 
the year) owned by the insurer at any time in the 
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year, the value for the year of which is not less 
than the amount of that excess, shall be desig- 
nated by the insurer in respect of a particular i in- 
surance business for the year; 


~ (e) such non- -segregated property or portion 
thereof (other than investment property) owned 


by the insurer at any time in the year and used by. 


‘it in the year in, or held by it in the year in the 
course of (determined without reference to this 
subsection), carrying on an insurance business in 
Canada shall be deemed to have been designated 
by the insurer for the year; and 


(f) where the insurer has failed to designate prop- 
erty required to be designated for the year under 
any of paragraphs (a) to (d), such property owned 
by the insurer at any time in the year may, not- 
withstanding subsection (5), be designated by the 
Minister on behalf of the insurer for the purposes 
of those paragraphs, and the designated property 
by the Minister shall be deemed to have been 
designated by the insurer for the year, except that 
the aggregate value for the year of the designated 
property shall not exceed that required to be des- 
ignated by the insurer under those paragraphs. 
History: Subsec. 2400(1) substituted by P.C. 1990-2002, s. 6, Sep- 
tember 20, 1990, Canada Gazette, Part II, October 10, 1990, appli- 


cable in respect of taxation years beginning after June 17, 1987 and 
ending after 1987. 


Paras. 2400(1)(c), (d) corrected by Canada Gazette, Part II, October 
24, 1979, errata. 


(2) For the purposes of this section, where in a taxa- 
tion year an insurer carries on a life insurance busi- 
ness in Canada and an insurance business in Canada 
other than a life insurance business (in this Part re- 
ferred to as the “other than life insurance business’), 
the following rules apply: 
(a) paragraphs (1)(a), (b) and (c) shall be applied 
in designating the insurance property of the in- 
surer in respect of its other than life insurance 
business before they are applied in designating 
the insurance property of the insurer in respect of 
‘its life insurance business; 


(b) property that is designated under subsection 

(1) in respect of an insurance business of the in- 

surer for a taxation year shall not be designated in 

respect of another insurance business of the in- 
_ surer for the year; and 


(c) investment property that is designated in re- 
spect of an insurance business of the insurer for a 
taxation year pursuant to paragraph (1)(d) or (f) 
shall, 
(i) where paragraph (1)(d) is applicable, be 
designated in respect of the insurance business 
in Canada of the insurer as specified by the 
insurer for the year, and 
(ii) where paragraph (1)(f) is applicable, be 
designated in respect of the insurance business 
in Canada of the insurer as specified by the 
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Minister for the year. 


(3) For the purposes of subsection (1), property ac- 
quired by an insurer in a taxation year by reason of 


(a) a transaction described in section 51, 77, 85.1 
or 86 of the Act, 


(b) a transaction in respect of which an election 
was made under subsection. 85(1) or (2) of the 
Act, 


(c) an amalgamation of two or more corporations 
(within the meaning assigned by subsection 87(1) 
of the Act), or 


(d) a winding-up of a corporation (in respect of 
which ‘subsection 88(1) of the Act applied), 


as consideration for or in exchange for property of 
the insurer that was, in respect of the year, insurance 
property in respect of a particular insurance business 
in the immediately preceding taxation year shall be 
deemed to be insurance property in respect of that 
particular insurance business in that immediately 
preceding taxation year. 

History: Subsec. 2400(2), (3) substituted by P.C. 1990-2002, s. 6, 
September 20, 1990, Canada Gazette, Part II, October 10, 1990, ap- 
plicable in respect of taxation years beginning after June 17, 1987 
and ending after 1987. 


Para. 2400(3)(b) substituted by P.C. 1988-1473, s. 4, July 21, 1988, 
Canada Gazette, Part Il, August 3, 1988, applicable to taxation 
years commencing after 1984. 


(4) Notwithstanding subsection (1) or (6), the aggre- 
gate value for the year of Canadian equity property 
that may be designated in respect of all the insurer’s 
insurance businesses in Canada for a taxation year 
shall not exceed the insurer’s equity limit for the 
year. 


(5) Where investment property owned by the insurer 
at any time in the year was not insurance property in 
respect of an. insurance business in Canada of the in- 
surer at the end of the immediately preceding taxa- 
tion year, and was used by the insurer'in, or held by 
the insurer in the course of carrying on an insurance 
business outside Canada in the year, the property 
may not be designated by the insurer under subsec- 
tion (1) for any period in the year, in respect of an 
insurance business in Canada of the insurer. 


(6) For the purposes of subsection (1), investment 
property of the insurer shall be designated by the in- 
surer in respect of a taxation year in respect of its 
insurance businesses in Canada in the following or- 
der to the extent thereof and to the extent required: 


(a) investment property owned by the insurer at 
any time in the year that was insurance property 
in respect of an insurance business in Canada of 
the insurer at the end of the immediately preced- 
ing taxation year; 

(b) subject to subsection (5), investment property 
(other than an investment property referred to in 
paragraph (a)) owned by the insurer at any time 
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in the year that was Canadian investment prop- 
erty except that such investment property shall be 
designated in the following order: 


(i) land and depreciable property situated in 
Canada, 


(ii) mortgages, agreements of sale and other 
forms of indebtedness in respect of property 
referred to in subparagraph (1), and 


(iii) other property; and 
(c) subject to subsection (5), other investment 


property owned by the insurer at any time in the 
year, 


(7) The insurer or the Minister may designate for a 
taxation year a portion of a particular investment 
property pursuant to paragraph (1)(b), (c), (d) or (f) 
where the designation of the entire investment prop- 
erty would result in a designation of investment 
property with an aggregate value for the year ex- 
ceeding that required to be designated by the insurer 
pursuant to subsection (1). 


History: Subpara. 2400(6)(b)(i1) amended by P.C. 1994-1817, 
para. 62(d), November 1, 1994, Canada Gazette, Part Il, November 
30, 1994. 


Subsecs. 2400(4) to (7) substituted for (4) and (5) by P.C. 1990- 
2002. s. 6, September 20, 1990, Canada Gazette, Part II, October 
10, 1990, applicable in respect of taxation years beginning after 
June 17, 1987 and ending after 1987 except that in applying sub- 
secs. (5) and (6) to a taxpayer’s first taxation year that begins after 
June 17, 1987 and that ends after 1987, they shall, where the tax- 
payer elects in the taxpayer’s return of income under Part I of the 
Act for that year, be read as follows: 


(5) Where a property was owned by the insurer throughout 
any period in a taxation year and throughout that period the 
property was used by the insurer in, or held by the insurer in 
the course of, carrying on an insurance business outside Can- 
ada, the property may not be designated by the insurer under 
subsection (1) for the period in respect of an insurance busi- 
ness in Canada of the insurer. 


(6) For the purposes of subsection (1), investment property of 
the insurer shall, subject to subsection (5), be designated by 
the insurer in respect of a taxation year in respect of its msur- 
ance businesses in Canada in. the following order, to the ex- 
tent thereof and to the extent required: 


(a) investment property owned by the insurer at any time 
in the year that was designated in respect of an insurance 
business in Canada of the insurer in the immediately pre- 
ceding taxation year; - 

(b) investment property (other than an investment, prop- 
erty referred to in paragraph (a)) owned by the insurer at 
any time in the year that was Canadian investment prop- 
erty, except that that investment property shall be desig- 
nated in the following order, namely, 


(i) land and depreciable property situated in Canada, 


(i1) mortgages, hypothecs, agreements of sale and 
other forms of indebtedness in respect of property re- 
ferred to in subparagraph (i), and 


(iii) other property; and 


(c) other investment property owned by the insurer at any 
time in the year. 


2401. Non-resident life insurers — (1) An elec- 
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tion referred to in paragraph (a) of the definition 
“life surplus factor” in subsection 2405(3) shall be 
made by a non-resident life insurer in respect of a 
taxation year by filing, with its return of income re- 
quired by subsection 150(1) of the Act to be filed for 
the year, the following documents in duplicate: 


(a) a letter stating that the insurer elects under 
paragraph (a) of the definition “life surplus fac- 
tor” in subsection 2405(3); and 


(b) a schedule providing the following informa- 
tion: 
(i) the amount determined under subparagraph 
(a)(i) of the definition “life surplus factor’ in 
subsection 2405(3) in respect of the year, 
(ii) the amount that is the aggregate value for 
the year of all the insurer’s equity property, 


(iii) information adequate to enable the Minis- 
ter to verify the amounts referred to. in subpar- 
agraphs (i) and (ii), and . 

(iv) where subsection (3) applies, the position 
and jurisdiction of the insurance officer or au- 
thority referred to therein. 


(2) Where an insurer has made an election referred 
to in subsection (1) and the information that is re- 
quired to be provided pursuant to subparagraph 
(1)(b)(Giii) is not adequate, in the opinion of the Min- 
ister on the advice of the Superintendent of Insur- 
ance for Canada, to enable the Minister to verify an 
amount referred to in that subparagraph, the insurer’s 
life surplus factor shall be determined pursuant to 
paragraph (c) of the definition “life surplus factor’ in 
subsection 2405(3). 


(3) Notwithstanding the definition, “relevant author- 
ity” in subsection 2405(3), where an insurer has 
made an election referred to in subsection (1), it 
may, if it so provides in its election, determine the 
amount referred to in subparagraph (1)(b)(i) as if 
“relevant authority” were read as “insurance officer 
or authority of the country or the political subdivi- 
sion thereof to whom the insurer is required to report 
its reserves in respect of its insurance businesses car- 
ried on in all countries and territories”. 


2402. Income _ from _ participating — life 
insurance businesses — For the purposes of 
clause 138(3)(a)(iii)(B) of the Act and subparagraph 
309(1)(e)(i), in computing a life insurer’s income for 
a taxation year from its participating life insurance 
business carried on in Canada, 


(a) there shall be included that proportion of the 
insurer's gross Canadian life investment income 
for the year that 


(i) the aggregate of the insurer’s mean maxi- 
mum tax actuarial reserve for the year in re- 
spect of participating life insurance policies in 
Canada and the mean amount on deposit with 
the insurer for the year in respect of those 
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policies 
is of 
(ii) the aggregate of amounts, each of which is 


(A) the insurer’s mean maximum tax actu- 
arial reserve for the year in respect of a 
Class of life insurance policies in Canada, 
or 


(B) the mean amount on deposit with the 
insurer for the year in respect of a class of 
policies described in clause (A); 


(b) there shall be included 


(i) the amount deducted by the insurer under 
subparagraph 138(3)(a)(iv) of the Act in com- 
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puting its income for the eeaiy one preced- 
ing taxation year, 


(ii) the insurer’s maximum tax actuarial re- 
serve for the immediately preceding taxation 
year in respect of participating life insurance 
policies in Canada, 


(ii) the maximum amount deductible by the 
insurer under subparagraph 138(3)(a)(ii) of 
the Act in computing its income for the imme- 
diately preceding taxation year in respect of 
participating life insurance policies in Canada, 
and 


(iv) that proportion of the amount included in 
income by the insurer for the year under sec- 
tion 12.3 that 


(A) the amount determined under clause 
(f)Gii)(A) for its first taxation year that 
commences after June 17, 1987 and ends 
after 1987 


is of 
(B) the amount determined under clause 
(f)(i1)(B) for its first taxation year that 


commences after June 17, 1987 and ends 
after 1987 


(c) there shall not be included any amount in re- 
spect of the insurer’s participating life insurance 
policies in Canada that was deducted under sub- 
paragraphs 138(3)(a)(@) or Gi) of the Act in com- 
puting its income for the immediately preceding 
taxation year; 


(d) except as otherwise provided in paragraph (a), 
there shall not be included any amount as a re- 
serve that was deducted under paragraph 20(1)(1) 
of the Act in computing the insurer’s income for 
the immediately preceding taxation year; 


(e) except as otherwise provided in paragraph (a), 
there shall not be included 


(i) any amount that was included in income 
for the year by the insurer pursuant to 
138(4)(b) or (c) of the Act, or 

(ii) any amount that was included in comput- 
ing the insurer’s gains or taxable capital gains 
for the year from the disposition of property; 
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(f) there shall be deducted 


+ (i) the insurer’s: maximum) tax »actuarial re- 
serve for the. year in respect of participating 
life insurance policies in Canada, 


(ii) the maximum: amount deductible by the 
insurer under subparagraph 138(3)(a)(ii) of 
the Act in computing its.income for the year 
in respect, of participating life insurance poli- 
cies, in Canada, and, 

(iil) that proportion. ni the. amount deducted 
from income by the insurer for the ia a 
subsection 20(26) that ° 


(A) the amount determined in respect of 
the insurer for the year under subparagraph 


(a)(), 


is of 


(B) the amount determined in ee of 
the insurer for the year under subparagraph 


(a)(ii); 


(g) no deduction shall be made in respect of any 
amount deductible under subparagraph 138(3) 
(a)(iti) or (iv) of the Act in computing the in- 
surer’s income for the year; a 
(h) except as as otherwise provided in Jensaeh 
(a), no deduction shall be made in respect Ol <3 
~. (i) any amount deductible under paragraph 

138(3)(b) or (d) of the Act in computing the 
_- imsurer’s income for the year, 


Gi) any amount deductible as a reserve under 
, paragraph 20(1)() of the Act in computing the 
insurer’s income for the year, or 


(ii1) any amount included in computing the in- 
_surer’s losses or allowable capital losses for 
the year from the disposition of property; 
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(i) except as otherwise provided in paragraph (f), 
no deduction shall be made in respect of a reserve 
deductible under subparagraph 138(3)(a)@) or (i1) 
of the Act in computing the insurer’s income for 
the year; and 


(j) except as otherwise i ca in this section, 
the provisions of the Act relating to the computa- 
tion of income from a source shall apply. 


History: Subpara. 2402(b)(iii) added, and paras. (c) to (f), (h) and 
(1) substituted, by P.C. 1990-2002, s. 7, September 20, 1990, Can- 
ada Gazette, Part I, October 10, 1990, applicable in respect of taxa- 
tion years beginning after June 17, 1987 and ending after 1987 ex- 
cept; that in emerge in, respect of [an insurer’s] first such 
taxation year, 


(a) subpara. (b)(ii1) shall be a as nee 


“(iii) the maximum amount of a reserve deductible by. the 
insurer in computing its income for the immediately pre- 
ceding taxation year in respect of unpaid claims under 
participating life insurance policies in’ Canada received 

by the insurer before the end of that year, and”; 


(b) para. (c) shall be read as follows: 


“(c) there shall not be included any amount in respect of 
the insurer’s participating life insurance policies in Can- 
ada that was deducted in computing its income for the 
immediately preceding taxation year under subparagraph 
138(3)(a)G) of the Act or as_a reserve in respeet of unpaid 
claims received before the end of that year;” and 


(c) para. (d) shall read as it read for [the i insurer’s] last taxation 
year ending before 1988. 


All that portion of s. 2402 preceding para. (a) substituted by P.C. 
1983-3530, 's. 7, November 17, 1983, Canada Gazette, Part II, No- 
vember 24, 1983, applicable to taxation years commencing after 
1982. 


2403. Branch tax elections — (1) An election re- 


ferred to in subsection 219(4) of the Act shall be 


_ made by a non-resident insurer in respect of a taxa- 


tion year by filing, with its return of income required 
by subsection 150(1) of the Act to be filed for the 
_ year, a letter in duplicate stating 


(a) the insurer elects under Supsection 219(4) of 
the ‘Act; ‘and 


*(b) the amount the insurer élects to deduct under 
subsection 219(4) of the Act. 


(2) Where a joint election referred to in subsection 
219(5.2) of the Act is made by a non-resident insurer 
and a qualified related corporation (within the mean- 
ing assigned by subsection 219(8) of the Act) of the 
non-resident insurer in respéct of a taxation year of 
the non-resident insurer, it shall be made by filing, 
with the non-resident insurer’s return of income re- 
quired by subsection 150(1) of the Act to be filed for 
the year in which the event to which the election re- 


_ lates occurred, a letter in duplicate signed by an au- 


thorized officer of the non-resident insurer and an 
authorized officer of the Guanes related aie a 


- Stating 


(a) whether paragraph 2196. 2)(a) or (b) of the 
Act is applicable; and 

(b) the amount elected ree subsection 219(5.2) 
of the Act. 


History: Subsec. 2403(2) added by E PG, 1981- 2121, Seok oe 29, 
1981, Canada Gazette, Part II, August 12, 1981, effective Decem- 


ber 12, de 


2404, Cikency conversions — For the purposes 
of this Part; where any amount is determined in a 
cutrency other than Canadian currency, that amount 
shall be converted to Canadian currency using the 
current rate of exchange, as required for the purposes 
of the relevant authority, on the date in respect of 
which the amount is determined. 


2405. Interpretation — (1) In this Part, 


(a) “total depreciation” has the meaning asciencd 
_ by paragraph 13(21)(e) [13(@21)“total deprecia- 
tion’] of the Act; 


(b) “accumulated 1968 deficit”, “amount paya- 
ble’, “gross investment revenue’, “life insurance 
policy”, “life insurance policy 1 in Canada”, “max- 
imum tax actuarial reserve”, “non-segregated 
property’, * ‘participating life ‘insurance policy”, 
“policy loan” and “surplus funds derived from 
operations” have the meanings assigned by sub- 
section 138(12) of the Act; and 


(c), “segregated fund” and “segregated fund poli- 
cies” have the meaning assigned by. subsection 
138.1¢1)..of. the Act. 


_ (2) For the purposes of subsection 138(14) of the 


Act, the expressions “Canadian investment fund for 
a taxation year’, “specified Canadian assets” and 
“value for the taxation year” have the meanings pre- 
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scribed therefor by subsection 2404(1) as it read in 
its application to the 1977 taxation year. 


(3) In this Part and for the purposes of paragraph 
219(7)(a) [219(7)“attributed surplus for the year’’] of 
the Act, 


“attributed surplus for the year’’, for a taxation 
year in respect of a non-resident insurer, means the 
aggregate of 


(a) its property and casualty surplus for the year, 


partnership or trust that 


(i) the aggregate value for the year of Cana- 
dian equity property owned by the designated 
corporation or the partnership or trust, as the 
case may be, 


is of 
(ii) the aggregate value for the year of all 


property owned by the designated corporation, 
or partnership or trust, as the case may be; 


and “Canadian investment fund’’, as at the end of a 
(b) an amount equal to the percentage (that is the | taxation year, in respect of 


life surplus factor for the year) of the amount for 
the year determined under clause (a)(i)(B) of the 
definition “life surplus factor” in this subsection; 


“Canadian equity property” means 


(a) a share of the capital stock of, or an income 
bond, income debenture, small business develop- 
ment bond or a small business bond issued by, a 
person (other than a designated corporation) or 
partnership, as the case may be, resident in Can- 
ada, or 


(b) that proportion of shares of the capital stock 
of a designated corporation or an interest in a 
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(a) a life insurer resident in Canada, means the 
positive amount determined by the formula 


E x(C-D)] -E 


where 


A is the amount of the insurer’s Canadian re- 
serve liabilities as at the end of the year, 


Bis the amount of the insurer’s total reserve lia- 
bilities as at the end of the year, 


C is the total of 


(i) the aggregate amount of policy loans 
and foreign policy loans of the insurer as at 
the end of the year, and 


(ii) the valuation of all property of the in- 
surer as at the end of the year each of 
which is 

(A) an investment property, 

(B) money, or 


(C) a balance (other than a property in- 
cluded under (A) or (B)) standing to the 
insurer's credit as or on account of 
amounts deposited with a corporation 
authorized to accept deposits or to carry 
on the business of offering to the public 
its services as a trustee, 


D is the total of 


(i) the aggregate of all amounts each of 
which is an amount outstanding as at the 
end of the year in respect of a debt (other 
than a debt referred to in paragraph (h) of 
the definition “valuation” in this subsec- 
tion or an amount referred to in subpara- 
graph (ii)) owing by the insurer in respect 
of money borrowed by the insurer (other 
than money used by the insurer for the pur- 
pose of earning income from a source that 
is not an insurance business), and 


(ii) the aggregate of all amounts each of 
which is the amount of a cheque outstand- 
ing at the end of the year drawn on an ac- 
count of the insurer maintained with a cor- 
poration authorized to accept deposits or to 
carry on the business of offering to the 
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public its services as a trustee, and 


E is the aggregate amount of the policy loans of 
the insurer as at the end of the year, and 


(b) a non-resident insurer, means the amount, if 

any, by which the aggregate of amounts each of 

which is 

(i) a maximum tax actuarial reserve of the in- 
surer for the year, 


(i.1) the maximum amount that the insurer is 
entitled to claim under subparagraph 
138(3)(a)(i1) of the Act for the year, 


(ii) the maximum amount that the insurer is 
entitled to deduct under paragraph. 20(7)(c) of 
the Act in computing its income for the year 
determined on the assumption that it carried 
on no other than life insurance business other 
than an accident and sickness insurance 
business, | 


(111) the amount of policy dividends, to the ex- 
tent that such dividends were not included 
under subparagraph (i) or (ii), that will, ac- 
cording to the annual report of the insurer 
filed with the relevant authority for the year 
or, where the insurer was throughout the year 
subject to the supervision of the relevant au- 
thority but was not required to file an annual 
report with the relevant authority for the year, 
according to its financial statements for the 
year, as at the end of the year, become paya- 
ble by the insurer in the immediately follow- 
ing year under its participating life insurance 
policies, 


(iv) a liability (other than a debt referred to in 
paragraph (h) of the definition “valuation” in 
this subsection) or a reserve (other than the in- 
surer’s investment valuation reserve) as re- 
ported by the insurer in its annual report for 
the year to the relevant authority or, where the 
insurer was throughout the year subject to the 
supervision of the relevant authority but was 
not required to file an annual report with the 
relevant authority for the year, in its financial 
statements for the year, that was incurred or 
provided for inthe course of carrying on the 
insurer’s property and casualty insurance bus- 
iness in Canada except to the extent those 
amounts are already included under subpara- 
graph (ii), 

(v) a debt (other than a debt referred to in par- 
agraph (h) of the definition “valuation” in this 
subsection) owing by the insurer at that time 
that was incurred in the course of carrying on 


(vi) the amount that is the greater of 


(A) the amount, if any, by ae the ag- 
 gregate of 


(1) the insurer’s surplus funds derived 
from operations computed as at the end 
of the immediately preceding taxation 
year, and 


(Il) the aggregate of amounts in respect 
of which the insurer has made an elec- 
tion under subsection 219(4) or (5.2) of 
the Act, each of which is an amount in- 
cluded in the aggregate determined in 
respect of the insurer under subpara- 
graph 219(4)(a)(i.1) of the Act at the 
_end of the immediately preceding taxa- 
tion year : 
exceeds 
(III) the aggregate of amounts’ deter- 
mined in respect of the insurer under 
subparagraphs 219(4)(a)(i1), Git), Gv) 
and (v) of the Act, as at the end of the 
taxation year, and 
(B) the insurer’s attributed aria for the 
year, 


exceeds the aggregate of 


(vii) the aggregate valuation of all non-segre- 
gated property referred: to in paragraph 
2400(1)(e) at the end of the year in respect of 
all the insurer’s insurance businesses carried 
on in Canada other than property. that is 
(A) money, or 
(B) a balance standing to the insurer’s 
credit as or on account of amounts depos- 
ited with a corporation authorized to ac- 
cept deposits or to carry on the business of 
offering to the public its services as a trus- 
tee, and 


(viii) the aggregate amount of the insurer’s 


deferred acquisition expenses in respect of its 
property and casualty insurance business in 
Canada reported by the insurer in its annual 
report for the year to the relevant authority or, 
where the insurer was throughout the year 
subject to the supervision of the relevant au- 
thority but was not required to file an annual 
report with the relevant authority for the year, 


in its financial statements for the year; 


“Canadian investment fund for the year’’, for a 
taxation year in respect of a life insurer resident in 
Canada and a non-resident insurer, means the 
amount determined under section 2412; 


an insurance business (other than a property | “Canadian investment property” of an insurer for 
and casualty insurance business) in Canada, | a taxation year means an investment property (unless 
except to the extent those amounts are already | the insurer is a non-resident insurer and it is estab- 
included under subparagraph (i), (i.1) or (iii), | lished by the insurer that the investment property is 
or not effectively connected with its Canadian insur- 
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ance businesses) that is 


(a) land or depreciable property situated in Can- 
ada and, for that purpose, depreciable property of 
an insurer leased by a person resident in Canada 
for use inside and outside of Canada shall be 
deemed to be depreciable property situated in 
Canada, 


(b) a Canadian equity property, 
(c) a Canadian resource property, 


(d) a mortgage, an agreement of sale or any other 
form of indebtedness in respect of property re- 
ferred to in paragraph (a), 

(e) an amount in Canadian currency standing to 
the insurer’s credit as or on account of amounts 
deposited with a corporation resident in Canada 
authorized to accept deposits or to carry on the 
business of offering to the public its services as a 
trustee, 


(f) a bond, debenture or other form of indebted- 
ness (other than a property described in para- 
graph (d) or (e)) in Canadian currency issued by 


(i) a person resident in Canada, a Canadian 
partnership or a partnership an interest in 
which is an investment property described in 
paragraph (g), 

(ii) the Government of Canada, 


(iii) the government of a province of Canada, 
or 


(iv) any other political subdivision of Canada 
or of any province of Canada, or 


(g) a property (to the extent it is not a property 
described in paragraph (b)) that is 
(i) a share of a designated corporation resident 
in Canada, 


(ii) an interest in a partnership, or 
(i11) an interest in a trust resident in Canada, 


where not less than 75 per cent of the aggregate 
value for the year of all property of the corpora- 
tion, partnership or trust, as the case may be, is in 
respect of property each of which is property de- 
scribed in paragraphs (a) to (f); 


“Canadian reserve liabilities” of an insurer, as at 
the end of a taxation year, means the aggregate 
amount of the insurer’s liabilities and reserves (other 
than liabilities and reserves in respect of amounts 
payable out of segregated funds) in respect of its in- 
surance policies in Canada, as determined for the 
purposes of the relevant authority at the end of the 
year or as would be determined at that time if the 
relevant authority required such a determination; 


“designated corporation’, in respect of an insurer, 
at any time in a taxation year, means a corporation in 
respect of which the insurer or the insurer and per- 
sons or partnerships that do not deal at arm’s length 
with the insurer held, at any time in the year, shares 
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that represented 30 per cent or more of the common 
shares of the corporation outstanding at that time; 


“equity limit for the year”, for a taxation year, 
means 


(a) in respect of a life insurer resident in Canada, 
the greater of 


(i) that proportion of the aggregate value for 
the year of all the insurer’s equity property 
that 


(A) the amount, if any, by which the in- 
surer’s mean Canadian reserve liabilities 
exceed the aggregate of the insurer’s mean 
policy loans for the year and '/2 of the ag- 
gregate of outstanding premiums of the in- 
surer in respect of its insurance businesses 
in Canada as determined for the purposes 
of the relevant authority at the end of the 
year and the immediately preceding taxa- 
tion year, 
is of 

(B) the amount, if any, by which the in- 
surer’s mean total reserve liabilities exceed 
the aggregate of the insurer’s mean policy 
loans and foreign policy loans for the year 
and '/2 of the aggregate of outstanding pre- 
miums of the insurer in respect of its insur- 
ance businesses as determined for the pur- 
poses of the relevant authority at the end of 
the year and the immediately preceding 
taxation year, and 


(ii) 8 per cent of the insurer’s Canadian in- 
vestment fund for the year, 


(b) in respect of a non-resident insurer (other than 
a life insurer), '/4 of the aggregate of 


(i) the amount, if any, by which the insurer’s 
mean Canadian reserve liabilities exceed 1/2 of 
the aggregate of the amounts of the insurer’s 
deferred acquisition expenses and premiums 
receivable at the end of the year and the im- 
mediately preceding year to the extent that 
those amounts were included in the insurer’s 
Canadian reserve liabilities for those years in 
respect of the insurer’s business in Canada as 
determined for the PALER SS of the relevant 
authority, and 


(ii) the insurer’s property and casualty surplus 
for the year, and 


(c) in respect of a non-resident life insurer, the 
aggregate of 


(i) the insurer’s life equity limit for the year, 
and 


(ii) '/4 of the aggregate of 


(A) the amount, if any, by which the in- 
surer’s mean Canadian reserve liabilities 
for the year exceed '/2 of the aggregate of 
the amounts of the insurer’s deferred ac- 
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quisition expenses and premiums receiva- 
ble at the end of the year and the immedi- 
ately preceding year in respect of the 
insurer’s business in Canada as determined 
for the purposes of the relevant authority 
to the extent that those amounts were in- 
cluded in the insurer’s Canadian reserve li- 
abilities for those years (determined on the 
assumption that the only insurance busi- 
ness carried on in Canada by the insurer 
was a property and casualty insurance bus- 
iness), and 


(B) the insurer’s property and casualty sur- 
plus for the year; 


“equity property” means pe 
(a) a share of the capital stock of, or an income 


a Canada security (within the meaning assigned 
by paragraph 138(12)(c) [138(12)“Canada Secur- 
ity”] of the Act) owned by the insurer, 


(e) the amount included in computing the in- 
surer’s gains for the year from the disposition of 
property (other than a Canada security or capital 
property), 

(f) the amount included in computing the in- 
surer’s taxable capital gains for the year from the 
disposition of property, and 


(g) the amount deducted in computing the in- 
surer’s income for the immediately preceding 
taxation year under paragraph 138(3)(c) of the 
Act (as it read in its application to taxation years 
commencing before June 17, 1987 or ending 
before 1988), 


bond, income debenture, small business develop- | exceeds the aggregate of 


ment bond or small business bond issued by, a 
person (other than a designated corporation) or 
partnership, as the case may be, or 


(b) that proportion of shares of the capital stock 
of a designated corporation or an interest in a 
partnership or trust that 


(i) the aggregate value for the year of equity 
property owned by the designated corporation 
or the partnership or trust, as the case may be, 


is of 
(ii) the aggregate value for the year of all 


property owned by the designated corporation 
or the partnership or trust, as the case may be; 


“foreign policy loan’? means an amount advanced at 
a particular time by an insurer to a policyholder in 
accordance with the terms and conditions of a life 
insurance policy, other than a life insurance policy in 
Canada; 


‘“‘sross Canadian life investment income” of a life 
insurer for a taxation year means the amount, if any, 
by which the aggregate of 


(a) the insurer’s gross investment revenue for the 
year to the extent that that revenue is from non- 
segregated property of the insurer used by it in 
the year in, or held by it in the year in the course 
of, carrying on its life insurance business in 
Canada, 


(b) the amount included in computing the in- 
surer’s income for the year under paragraph 
138(9)(b) of the Act, 


(c) the amounts included in computing the in- 
surer’s income for the year under paragraphs 
138(4)(b) and (c) of the Act, 


(d) that portion of the amount included in com- 
puting the insurer’s income for the year under 
paragraph 12(1)(d) of the Act in respect of 
amounts deducted in computing the insurer’s in- 
come under paragraph 20(1)(1) of the Act in the 
immediately preceding taxation year in respect of 
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(h) the amounts deducted in computing the in- 
surer’s income for the year under paragraphs 
138(3)(b) and (d) of the Act, 


(i) the amount deducted in computing the in- 
surer’s income for the year under paragraph 
20(1)(1) of the Act in respect of a Canada security 
(within the meaning assigned by paragraph 
138(12)(c) [138(12)“Canada Security”] of the 
Act) owned by the insurer, 


(j) the amount included in computing the in- 
surer’s losses for the year from the disposition of 
property (other than a Canada security or capital 
property), and 

(k) the amount included in computing the in- 
surer’s allowable capital losses for the year from 
the disposition of property; 
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“insurance policy in Canada’, in respect of an in- 
surer, means, in the case of 


(a) a life insurance policy, a life insurance policy 
in Canada, , 


(b) a fire i insurance policy,.a policy issued or ef- 
fected upon property situated in Canada, and 


-(c) any other class of insurance policy, a policy 
where the risks covered by the policy were ordi- 
narily within Canada at the time the policy was 
issued or effected; 


‘investment property” of an insurer for a taxation 


year means non-segregated property that is 


(a) property acquired by the insurer for the pur- 
pose of earning gross investment revenue, other 
than property that is 


(i) property, a portion of which is investment 
property pursuant to paragraph (b) or (c), 
(ii) a share of a designated corporation, 


(iii) a debt owing to the insurer by a desig- 
nated corporation, 


(iv) an interest in a partnership, or 
(v) an interest in a trust, 


(b) the portion, if any, of property of the insurer 
(other than property a portion of which 1s. invest- 
ment property pursuant to paragraph (c)) that is 


(i) land, | 
(ii) depreciable property, or 
(iii) property that would have been deprecia- 
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ble. property if it had been situated in Canada 
and used in the year in, or held in the year in 
the course of, carrying on an insurance > busi- 
ness in Canada, PY 


that 


(iv) the use made of the property in the year 
for the purpose of earning gross investment 
revenue therefrom 


is of 


(v) the whole use made of the Propeah in the 
year, 


(c) the portion, if any, di property of the insurer 
that is not used in the year for the purpose’ of 
earning ‘gross investment revenue that is 
(4) land, ; 
(ii) depreciable property, or 
(iii) property that would be depreciable prop- 
erty ‘if it had been situated in Canada and used 
in the year in, or held in the year in the course 


of, carrying on an insurance business in 
» Canada, 


to the extent that the property is held for’ radale or 
development or is expected to be used in a subse- 
quent taxation year for the purpose of foe 
gross investment revenue,’ or 


(d) property of the insurer that i is 


(i) a share of, or a debt owing to the insurer by 
a designated corporation other than a corpora- 
tion that carries on a business of insurance, 
banking or offering its services to the public 
as a trustee or whose principal business is the 
making of loans, 


(ii) an interest in a partnership, or 
(i411) an interest in a trust, 

if 
(iv) the aggregate value for the year of all in- 
vestment property of the corporation, partner- 
ship or trust, as the case may be, is not less 


than 75 per cent of the aggregate value for the 
year of all its property, and 


(v) the gross investment revenue for the year 
from the investment property referred to in 
subparagraph (iv) (other than gross invest- 
ment revenue from persons with whom the 
corporation, partnership or trust, as the case 
may be, did not deal at arm’s length) is not 
less than 90 per cent of the gross revenue for 
the year of the corporation, partnership or 
trust, as the case may be, 


assuming for the purposes of subparagraphs (iv) 
and (v)-that the definition “gross investment reve- 
nue” in paragraph 138(12)(e) [138(12)“gross in- 
vestment revenue’’] of the Act and this definition 
apply to a corporation, partnership or trust, re- 
ferred. to.in those subparagraphs, as though the 
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corporation, partnership or trust, as the case may 
be, were an insurer; 


“life equity limit” of a non-resident life insurer for a 
taxation year means 


(a) where the insurer makes an election in respect 
of its life surplus factor for the year in the manner 
described in subsection 2401(1), the amount that 
would have been the insurer’s equity limit for the 
year if the insurer had been a life insurer resident 
in Canada registered under the Canadian and 
British Insurance Companies Act to carry on an 
insurance business in Canada and it had carried 
on no other than life insurance business other 
than an accident and sickness insurance business, 


(b) where the insurer does not make an election 
referred to in paragraph (a) in respect of the year, 
but 


(1) has made such an election in respect of one 
of the four immediately preceding taxation 
years, and 


(ii) the insurer’s life surplus factor for the year 
is not determined pursuant to paragraph (c) of 
the definition “life surplus factor” in this 
subsection, 


the amount that would have been the insurer’s eq- 
uity limit for the year if the insurer had been a 
life insurer resident in Canada registered under 
the Canadian and British Insurance Companies 
Act to carry on an insurance business in Canada 
and it had carried on no other than life insurance 
business other than an accident and sickness in- 
surance business, using the amount, in respect of 
the most recent taxation year for which such an 
election was made, determined under subpara- 
graph (a)(1) of the definition, in this subsection, 
“equity limit for the year’, 


(c) in any other case, 8 per cent of the amount of 
the insurer’s Canadian investment fund for the 
year; 


“life surplus factor” of a non-resident life insurer 
for a taxation year means 


(a) subject to subsection 2401(2), where the in- 
surer elects in respect of the year in the manner 
described in subsection 2401(1), the proportion 
(expressed as a percentage) that 


(i) the amount, if any, by which 


(A) the amount that would have been the 
insurer’s Canadian investment fund for the 
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exceeds 


(B) the amount, if any, by which '/ of the 
aggregate of 


(1) the aggregate of the amounts de- 
scribed in subparagraphs (b)(i), (i.1), 
(ii), (ii) and (v) of the definition “Ca- 
nadian investment fund” in this subsec- 
tion in respect of a non-resident insurer, 
as at the end of the year, and 


(II) the aggregate of those amounts as 
at the end of the immediately preceding 
taxation year, 


exceeds the aggregate value for the year of 
all the insurer’s non-segregated property 
referred to in paragraph 2400(1)(e) in re- 
spect of all the insurer’s insurance busi- 
nesses (other than its property and casualty 
insurance business) carried on in Canada, 
other than property that is 


(II) money, or 


([V) a balance standing to the insurer’s 
credit as or on account of amounts de- 
posited with a corporation authorized to 
accept deposits or to carry on the busi- 
ness of offering to the public its ser- 
vices as a trustee 


is of 
(ii) the amount determined under clause 
(i)(B), 

(b) where the insurer does not make an election 


referred to in paragraph (a) in respect of the year, 
but 


(i) has made such an election in respect of one 
of the four immediately preceding taxation 
years, and 


(ii) has not, since making the most recent 
election referred to in subparagraph (i), se- 
lected pursuant to this paragraph the percent- 
age referred to in paragraph (c) as its life sur- 
plus factor for a year prior to the taxation 
year, 


the percentage, as shall be selected by the insurer, 
that is the percentage 


(iii) determined under paragraph (a) in respect 
of the most recent taxation year for which the 
insurer made an election, or 


(iv) referred to in paragraph (c), and 
(c) in any other case, 10 per cent; 


“mean amount on deposit” with an insurer for a 
taxation year in respect of life insurance policies 
means '/2 of the aggregate of 


year if the insurer had been a life insurer 
resident in Canada registered under the 


Canadian and British Insurance Compa- SUPT ; 
nies Act to carry on an insurance business (a) all amounts on deposit with the insurer as at 


in Canada and it had carried on no other the end of the year in respect of those policies, 
than life insurance business other than an and 
accident and sickness insurance business (b) all amounts on deposit with the insurer as at 
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the end of the immediately preceding taxation 
year in respect of those policies; 


“mean Canadian reserve liabilities” of an insurer 
for a taxation year means 1/2 of the aggregate of 


(a) the insurer’s Canadian reserve > liabilities as at 
the end of the year, and | 


(b) the insurer’s Canadian reserve liabilities as at 
the end of the immediately preceding taxation 
year, 


“mean maximum tax actuarial reserve’, in respect 
of a particular class of life insurance policies of an 
insurer for a taxation year, means 1/2 of the aggregate 
of 


(a) the insurer’s maximum tax actuarial reserve 
for that class.of policies for the year, and 


(b) the insurer’s maximum tax actuarial reserve 
for that class of policies for the immediately pre- 
ceding taxation year; 


“mean policy loans”, of an insurer for a taxation 
year, means '/2 of the aggregate of 


(a) the insurer’s policy loans as at the end of the 
year, and 


(b) the insurer’s policy loans as at the end of the 
immediately preceding taxation year; 


‘mean policy loans and foreign policy loans”, of 
an insurer for a taxation year, means 1/2 of the aggre- 
gate of 
(a) the insurer’s policy loans and foreign policy 
loans as at the end of the year, and 
(b) the insurer’s policy loans and foreign policy 
loans as at the end of the immediately preceding 
taxation year; 


“mean total reserve liabilities” of an insurer for a 
taxation year means '/2 of the aggregate of 


(a) the insurer’s total reserve liabilities as at the 
end of the year, and 


(b) the insurer’s total reserve liabilities as at the 
end of the immediately preceding taxation year; 


“property and casualty surplus” of an insurer for a 
taxation year means the aggregate of 
(a) 15 per cent of '/ of the aggregate of 


(i) the insurer’s unearned premium reserve as 
at the end of the year, and 
(ii) the insurer’s unearned premium reserve as 
at the end of the immediately preceding taxa- 
tion year, 
as reported to the relevant authority in respect of 
its property and casualty insurance business, 
(b)15 per cent of '/> of the aggregate of 
(i) the insurer’s provision for unpaid claims 
and adjustment expenses as at the end of the 
year, and 
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(11) the insurer’s provision for unpaid claims 
and adjustment expenses as at the end of the 
immediately preceding taxation year, 


as reported to the relevant authority in respect of 
its property and casualty insurance business, and 


(c) ‘2 of the aggregate of 


(i) the insurer’s investment valuation reserve 
as at the end of the year, and 


(ii) the insurer’s investment valuation reserve 
as at the end of the immediately preceding 
taxation year, 


as reported to the relevant alhontti in respect of 
its property and casualty insurance: business; 


“property of the insurer in the course of develop- 
ment” — [Revoked] 


‘relevant authority’? means 


(a) the Superintendent of Financial Institutions, if 
the insurer is required by law to report.to the Su- 
perintendent of Financial Institutions, or 


(b) in any other case, the Superintendent of Insur- 
ance or other similar officer or authority of the 
‘province under whose laws the’ insurer is 
incorporated; 


“total reserve liabilities” of an insurer, as at the end 
of a taxation year, means the aggregate amount of 
the insurer’s liabilities and reserves (other than lia- 
bilities and reserves in respect of amounts payable 
out. of segregated funds) in respect of all its insur- 
ance policies, as determined for the purposes of the 
relevant authority at the end of the year; 


“‘valuation’’, in respect of a property of an insurer, 
designated corporation, partnership or trust (in this 
definition referred to as an “owner’’) at a particular 
time, means, in the case of 
(a) land, the cost thereof to the owner, 
(b) depreciable property of a prescribed class 
(other than a property referred to in paragraph 
(f)), the proportion of the owner’s undepreciated 
capital cost at that time of property of the class 
that — 


(i) the owner’s capital cost of the property 

is of 
(11) the owner’s capital cost of all property of 
the class, 


(c) property that would have been depreciable 
property of a prescribed class if it had been situ- 
ated in Canada and used in the year in, or held in 
the year in the course of, carrying on an insurance 
business in Canada, the amount, if any, by which 


(i) the owner’s capital cost of the property 
exceeds 


(11) the amount that would have been the total 
depreciation allowed to the owner before the 
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particular time in respect of the property if it 
had been the owner’s only depreciable prop- 
erty of the class and the owner had claimed 
the maximum amount allowable under para- 
graph, 20(1)(a) of the Act in respect of prop- 
erty of that class for each year in which the 
owner owned the property, 


(d) a share of a corporation (other than a desig- 
nated corporation), the cost thereof to the owner, 


(e) a bond, debenture, mortgage, hypothec or 
agreement of sale (other than a property referred 
to in paragraph (f)), the book value thereof in the 
accounts of the owner as determined for the pur- 
poses of the relevant authority or that'would have 
been so determined if the owner had been a life 
insurer resident in Canada and registered under 
the Canadian and British Insurance Companies 
Act to carry on an insurance business in Canada, 


(e.1) a balance standing to the owner’s credit as 
or on account of amounts deposited with a corpo- 
ration authorized to accept deposits or to carry on 
the business of offering to the public its services 
as a trustee, the amount thereof, 


(f) a property acquired and disposed of in a taxa- 
tion year, the cost thereof to the owner, and 


(g) a property (other than a property referred to in 
any of paragraphs (a) to (f)), the maximum value 
of the property as determined for the purposes of 
the relevant authority or that would have been so 
determined if the owner had been a life insurer 
resident in Canada and registered under. the Ca- 
nadian and British Insurance Companies Act to 
carry on an insurance business in Canada, 


minus 


(h) in respect of a particular property referred. to 
in any of paragraphs (a) to (g), the amount of any 
debt that was incurred or assumed by the owner 
to acquire that particular property and that was 
owing by the owner at that time; 


“value for the year’’, in respect of a property of an 
insurer, designated corporation, partnership or trust 
(in this definition referred to as an “owner’) for a 
taxation year, means, in the case of 


(a) a property that is a mortgage, a hypothec, an 
agreement of sale or an investment property that 
is a balance standing to the insurer’s credit as or 
on account of amounts deposited with a corpora- 
tion authorized to accept deposits or to carry. on 
the business of offering to the public its services 
as a trustee, the amount, if any, by which 


'(1) the amount obtained when the gross invest- 

ment revenue for the year from the property is 
divided by the average rate of interest earned 
by the owner (expressed as an annual rate) on 
the amortized cost of the property during the 
year if that rate of interest were expressed as a 
fraction 
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exceeds 


(ii) the amount obtained when the interest 
paid or payable for the year on a debt incurred 
for the purposes of acquiring the property is 
divided by the average rate of interest paid or 
payable by the owner (expressed as an annual 
rate) on the debt for the year if that rate of in- 
terest were expressed as a fraction, 


(b) a property (other than a property referred to in 
paragraph (a)) that was not owned by the owner 
throughout the year, the proportion of 


(i) the valuation of the property as at the end 
of the immediately preceding taxation year, 
where the property was owned by the owner 
at that time, and 


(ii) the valuation of the property, where it was 
acquired ,by the owner during the year, 


that 


(iii) the number of days that the property may 
reasonably be considered to have been owned 
by the owner during the taxation year 


is of 
(iv) the number of days in the taxation year, 
and Foi 


(c) a property (other than a property referred to in 
paragraph (a). or (b)), '/2 of the aggregate of _. 


(i) the valuation of the property as at the end 
of the year, and 


(ii) the valuation of the property as at the end 
of the immediately preceding taxation year. 


Related Provisions: Reg. 2405(5) — Mark-to-market rule to be 
ignored. 


History: Para. (d) of the definition “Canadian investment property” 
in subsec. 2405(3) amended by P.C. 1994-1817, para. 62(e), No- 
vember 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Para. (g) of “gross Canadian life investment income” amended by 
P.C. 1992-2335, Sch. IL, s: 5, November 19, 1992, Canada Gazette, 
Part II, December 16, 1992, applicable. to taxation. years beginning 
after June 17, 1987 and ending after 1987. 


“Canadian equity property”, “Canadian investment fund”, “Cana- 
dian investment fund for the year”, “Canadian reserve liabilities”, 
“designated corporation”, “equity limit for the year”, “equity prop- 
erty”, “gross Canadian life investment income”, “investment prop- 
erty”, “life equity limit”, “life surplus factor”, “relevant authority”, 
“valuation”, “value for the year” amended; “Canadian investment 
property”, “foreign policy loan’, “mean policy loans”, “mean policy 
loans and foreign policy loans” added; and “property of the insurer 
in the course of development” revoked, by P.C: 1990-2002, s. 8, 
September 20, 1990, Canada Gazette, Part II, October 10, 1990, ap- 
plicable in respect of taxation years beginning after June 17, 1987 


and ending after 1987, except that 


(a) the amendments to “Canadian reserve liabilities” and to sub- 
paras. (b)(iii), (iv) and (viii) of “Canadian investment fund” are 
applicable in respect of 1987 et seq. 


“Canadian investment fund” in respect of a life insurer resident in 
Canada and “Canadian investment fund” in respect of a non-resi- 
dent insurer substituted by P.C. 1981-2121, s. 2, July 29, 1981, 
Canada Gazette, Part Il, August 12, 1981, effective December 12, 
1979. 
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That portion of “life equity limit” preceding para. (c) and following 
subpara. (b)(ii) substituted by P.C. 1980-2081, s. 6, July 31, 1980, 
Canada Gazette, Part II, August 13, 1980, effective in respect of 
1978 et seq. 


“Equity limit for the year’, subpara. (a)(ii) corrected by Canada 
Gazette, Part II, July 23, 1980, errata. 


“Equity limit for the year” substituted, “mean total reserve liabili- 
ties” added by P.C. 1980-1484, s. 4, June 5; 1980, Canada Gazette, 
Part II, June 25, 1980, effective for 1978 et seg. 


“Gross Canadian life investment income”, preceding para. (a) and 
“nvestment property”, para. (d) and “valuation” corrected by Can- 
ada Gazette, Part II, October 24, 1979, errata. 


(4) For the purposes of the definition in subsection 
(3), “Canadian investment fund” in respect of a life 
insurer resident in Canada, notwithstanding the defi- 
nitions “Canadian reserve liabilities” and “total re- 
serve liabilities” in that subsection, the insurer shall 


determine its liabilities and reserves in respect of its 
insurance policies outside Canada in a manner con- 
sistent with that used in determining its liabilities 
and reserves in respect of its insurance policies in 
Canada. 


2406. Notwithstanding any other provision in this 
Part, an insurance property or an investment prop- 
erty, in respect of an insurer, does not include a pol- 
icy loan payable to the insurer. 


2407. 1977 excess policy dividend deduc- 
tion — For the purposes of paragraph 138(3.1)(b) of 
the Act, a life insurer’s 1977 excess policy dividend 
is hereby prescribed to be the amount that is the 
lesser of 


(a) the amount, if any, by which 
(i) the amount determined under clause 
138(3)(a)(iii)(A) of the Act for the insurer’s 
1977 taxation year (determined without refer- 
ence to paragraph 138(3.1)(b) of the Act), 
exceeds 


(ii) the amount determined under clause 
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138(3)(a)(iii)(B) of the Act for the insurer’s 
1977 taxation year; and 


(b) the amount, if any, by which 


(i) the insurer’s maximum tax actuarial re- 
serve for its participating life insurance poli- 
cies in Canada for its 1977 taxation year, 


exceeds the aggregate of 


(ii) the amount that would have been the in- 
surer’s maximum tax actuarial reserve for its 
participating life insurance policies in Canada 
for its 1977 taxation year if that reserve had 
been determined on the basis of the rules ap- 
plicable to its 1978 taxation year, . 


(iii) the aggregate of all amounts payable to 
the insurer.in respect of policy loans outstand- 
ing at the end of its 1977 taxation year in re- 
spect of participating life insurance policies in 
Canada, and 

(iv) the amount, if any, by which 


(A) the insurer’s maximum. tax actuarial 
reserve for its participating life insurance 
policies in Canada for its 1968 taxation 
year, 


exceeds the aggregate of 


(B) the amount that would have been the 
insurer’s maximum tax actuarial reserve 
for its participating ‘life insurance policies 
in Canada for its 1968 taxation year if that 
reserve had been determined on, the basis 
of the rules applicable to its 1978 taxation 
year, and 


(C) the aggregate of all amounts payable to 
the insurer in respect of policy loans out- 
standing at the end of its 1968 taxation 
year in respect of participating life insur- 
ance policies in Canada. 


2408. 1977 carryforward deduction — For the 
purposes of subparagraph 138(4.2)(a)(iv) of the Act, 
a life insurer’s 1977 carryforward deduction is 
hereby prescribed to be the amount, if any, by which 


(a) the aggregate of 


(i) the aggregate of amounts, each of which is 
an amount determined under paragraph 
13(23)(b) of the Act in respect'of property of 
a prescribed class of the insurer, 


(ii) the aggregate of amounts each of which is 
a non-capital loss of the insurer for a taxation 
year ending after 1972 and before 1978 that 
would have been deductible by the insurer in 
computing its taxable income for a taxation 
year ending after 1977 if the Act. were read 
without reference to subsection 111(7.2) 
thereof, 


(iii) the amount prescribed by section 2407 to 
be the insurer’s 1977 excess policy dividend 
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deduction, 


(iv) the amount determined under subpara- 
graph 138(4.2)(b)(ii) of the Act in respect of 
the insurer, 


(v) the amount determined under subpara- 
graph 138(4.2)(c)(ii) of the Act in respect of 
the insurer, 


(vi) the amount, if any, by which 


(A) the aggregate of the insurer’s maxi- 
mum tax actuarial reserves for its 1977 
taxation year, 


exceeds 


(B) the aggregate of the amounts deducted 
by the insurer for its 1977 taxation year 
under subparagraph 138(3)(a)(i) of the 
Act, and 


(vii) the amount, if any, by which 
(A) the maximum amount deductible by 
the insurer for its 1977 taxation year under 
subparagraph 138(3)(a)(ii) of the Act, 

exceeds 
(B) the amount deducted by the insurer for 
its 1977 taxation year under subparagraph 
138(3)(a)(ii1) of the Act, 

exceeds 
(b) the amount, if any, by which the aggregate of 
(i) the lesser of 


(A) the insurer’s accumulated 1968 deficit, 
and 


(B) the amount, if any, determined under 
subparagraph (vi), 
(1) the aggregate of the insurer’s maximum 
tax actuarial reserves for its 1977 taxation 
year, other than reserves or any portions 
thereof in respect of segregated fund policies, 
and 


(i11) the maximum amount deductible by the 
insurer for its 1977 taxation year under sub- 
paragraph 138(3)(a)(ii) of the Act, 

exceeds the aggregate of 


(iv) the aggregate of the amounts that would 
have been the insurer’s maximum tax actua- 
rial reserves for its 1977 taxation year if those 
reserves had been determined on the basis of 
the rules applicable to its 1978 taxation year, 


(v) the aggregate of all amounts payable to the 
insurer in respect of policy loans outstanding 
at the end of its 1977 taxation year, and 


(vi) the amount, if any, by which 


(A) the aggregate of the insurer’s maxi- 
mum tax actuarial reserves for its 1968 
taxation year, other than reserves or any 
portions thereof in respect of segregated 
fund policies, 
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exceeds the aggregate of 


(B) the aggregate of the amounts that 
would have been the insurer’s maximum 
tax actuarial reserves for its 1968 taxation 
year if those reserves had been determined 
on the basis of the rules applicable to its 
1978 taxation year, and 


(C) the aggregate of all amounts payable to 
the insurer in respect of policy loans out- 
standing at the end of its 1968 taxation 
year. 

History: All that portion of s. 2408 preceding para. (a) substituted 


by P.C. 1980-540, February 20, 1980, Canada Gazette, Part I, 
March 12, 1980, effective in respect of 1978 ef seq. 


2409. Transitional — (1) For the purposes of this 
Part, except as expressly otherwise provided therein, 
where the expression “immediately preceding taxa- 
tion year” refers to an insurer’s 1977 taxation year, 
this Part shall be read as though the definitions 
therein applied to the insurer’s 1977 taxation year. 


(2) For the purposes of applying the provisions of 
paragraph 2400(1)(c) in respect of the 1978 taxation 
year of an insurer that was subject to the provisions 
of subsection 138(9) of the Act in respect of its 1977 
taxation year, the following rules apply: 


(a) this Part shall be read as though the defini- 
tions therein applied to the insurer’s 1977 taxa- 
tion year; 

(b) such portion of the insurer’s Canadian equity 
property owned by it at the end of its 1977 taxa- 
tion year as is designated by the insurer in respect 
of a particular insurance business, in its return of 
income required by subsection 150(1) of the Act 
to be filed for the 1978 taxation year, shall be 
deemed to be investment property of the prior 
year in respect of the particular insurance busi- 
ness, but the aggregate valuation as at the end of 
the insurer’s 1977 taxation year of the Canadian 
equity property so designated in respect of all its 
insurance businesses carried on, in Canada shall 
not exceed 


(i) in the case of a life insurer resident in Can- 
ada, or a non-resident life insurer that has 
made the election referred to in subsection 
2401(1) in respect of its 1978-taxation year, 
that proportion of 


(A) the insurer’s Canadian investment 
fund as at the end of its 1977 taxation year 
(determined on the basis of the rules appli- 
cable to its 1978 taxation year), 

that 
(B) the aggregate valuation of the insurer’s 
equity property as at the end of the in- 
surer’s 1977 taxation year 

is of 
(C) the aggregate valuation of the insurer’s 
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investment property as at the end of the in- 
surer’s 1977 taxation year, 


(11) in the case of a non-resident life insurer, 
other than an insurer referred to in subpara- 
graph (i), eight per cent of its Canadian in- 
vestment fund as at the end of its 1977. taxa- 
tion year (determined on the basis of the rules 
applicable to its 1978 taxation year), and 


(iii) in any other case, 25 per cent of the in- 
surer’s Canadian investment fund as at the 
end of its 1977 taxation year (determined on 
the basis of the rules applicable to its 1978 
taxation year); 


(c) where the insurer made an election under sub- 
section 138(9) of the Act-in respect of its 1977 
taxation year, investment property (other than a 
Canadian equity property) owned by the insurer 
at the end of its 1977 taxation year 'that was des- 
ignated in respect of a particular insurance busi- 
ness by the insurer in its return of income for the 
1977 taxation year pursuant. to paragraph 
138(12)() of the Act as it read in its application 
to that year shall be deemed to be insurance prop- 
erty of the particular insurance business in the 
1977 taxation year; 


(d). where the insurer did not make the election 
referred to in paragraph (c) and carried on only 
one insurance business in Canada in its 1977 tax- 
ation year, investment property (other than a Ca- 
nadian equity property) owned by the insurer at 
the end of its 1977 taxation year that is a speci- 
fied Canadian asset of the insurer within the 
meaning of subsection 2405(1) as it.read in its 
application to the 1977 taxation year. shall be 
deemed to be insurance property of that insurance 
business in the 1977 taxation year; and 


(e) where the insurer-did not make the election 
referred to in paragraph (c) and carried on an 
other than life insurance business in Canada and a 
life insurance business in Canada in its 1977 tax- 
ation year, investment property (other than a Ca- 
nadian equity property) owned by the insurer at 
the end of its 1977 taxation. year each of which is 
a specified Canadian asset of the insurer, within 
the meaning of subsection 2405(1) as it read in its 
application to the 1977 taxation year, in respect 
of which the aggregate value for the year in re- 
spect of the insurer’s 1978 taxation year is equal 
to the amount, if any, by which 


(i) the insurer’s mean Canadian reserve liabili- 
ties for its 1978 taxation year in respect of its 
other than life insurance business 


exceeds 


(ii) the aggregate value for the year in respect 
of the insurer’s 1978 taxation year of its insur- 
ance property of its other than life insurance 
business as determined for the purposes of 
clause 2400(1)(c)(i)(C), 
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shall be deemed to be insurance property of the 
other than life insurance business in the 1977 tax- 
ation year and any other such investment prop- 
erty that is a specified Canadian asset of the in- 
surer shall be deemed to be insurance property of 
the life insurance business in the 1977 taxation 
year. v | oe 

History: Paras. 2409(2)(c) substituted, (d), (e) added, by P.C. 

1980-1484, s. 5, June 5, 1980, Canada Gazette, Part II, June 25, 

1980, effective for 1978. 


(3) For the purposes of applying the provisions of 
section 2402 in respect of the 1978 taxation year of a 
life insurer, the following rules apply: 


(a) for the purposes of subparagraphs 2402(a)(i) 
and (b)(ii), the insurer’s maximum tax actuarial 
reserve for its 1977 taxation year in respect of 
participating life insurance policies in Canada 
shall be deemed to be the amount referred to in 
subparagraph 2407(b)(ii); 

(b) for the purposes of clause 2402(a)(ii)(A), the 
imsurer’s maximum tax actuarial reserve for its 
1977 taxation year in respect of a class of life in- 
surance policies in Canada shall be deemed to 
have been determined on the basis of the rules 
applicable to its 1978 taxation year; and 


(c) for the purposes of subparagraph 2402(b)(1), 
the amount deducted by the insurer under subpar- 
agraph 138(3)(a)(iv) of the Act in computing its 
income for the 1977 taxation year shall be 
deemed to be the amount that is the aggregate de- 
termined under paragraph 138(4.2)(b) of the Act 
in respect of the insurer. 


(4) Except as expressly otherwise provided in this 
Part, where the expression “immediately preceding 
taxation year’ occurs in a provision of this Part 
(other than section 2402) and refers to the insurer’s 
1987 taxation year, the provision shall be read as 
though the definitions in this Part applied to the in- 
surer’s 1987 taxation year. 

History: Subsec. 2409(4) added by P.C. 1990-2002, s. 9, Septem- 
ber 20, 1990, Canada Gazette, Part Il, October 10, 1990, applicable 
in respect of taxation years beginning after June 17, 1987 and end- 
ing after 1987. 


2410. Prescribed amount — (1) The amount pre- 
scribed for the purposes of subsection 138(4.4) of 
the Act shall be computed for a taxation year as the 
aggregate of all amounts each of which is the speci- 
fied percentage for the year of the amount deter- 
mined, in respect of a property for a period in the 
year referred to in that subsection by the formula 


E 


[ax B)x = ies lin Lar 
BB 865 


where 


A. is the average annual rate of interest determined 
by reference to rates of interest prescribed in sec- 
tion 4301 for the months or portion thereof in the 
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period; 

is the amount, if any, by which, the average cost 
or average capital cost, as the case may be, of the 
property for the period exceeds the average 
amount of debt relating to the acquisition of the 
property outstanding during the period that bears 
a fair market interest rate and, for this purpose, 


(a) the average cost or average capital cost, as 
the case may be, of a property is the total of 


(i) the aggregate of all amounts each of 
which is the cost or capital cost, as the case 
may be, if any, immediately before the be- 
ginning of the period in respect of the 
property, and 

(ii) the aggregate of all amounts each of 
which is the proportion of any expenditure 
incurred on any day in the period in re- 
spect of the cost or capital cost, as the case 
may be, of the property that 


(A) the number of days from that day to 
the end of the period 


is of 
(B) the number of days in the period, 
and 


(b) the average amount of debt relating to the 
acquisition of a property is the amount, if any, 
by which the total of 


(i) the aggregate of all amounts each of 
which is an indebtedness relating to the ac- 
quisition that was outstanding at the begin- 
ning of the period, and 

(ii) the aggregate of all amounts each of 
which is the proportion of an indebtedness 
relating to the acquisition that was incurred 
on any day in the period that 


(A) the number of days from that day to 
the end of the period 


is of 
(B) the number of days in the period, 
exceeds 


(ii) the aggregate of all amounts each of 
which is the proportion of an amount that 
was paid in respect of any indebtedness re- 
ferred to in subparagraph (1) or (ii) on any 
day in the period (other than a payment of 
interest in respect thereof) that 


(A) the number of days from that day to 
the end of the period 


is of 
(B) the number of days in the period; 


C is the amount, if any, by which the Canadian re- 


serve liabilities of the life insurer at the end of a 
taxation year that includes the period exceed the 
aggregate of the policy loans and the outstanding 
premiums under insurance policies in Canada of 
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the insurer at the end of the year, as determined 
for the purposes of the relevant authority; 


D is 


E 


F 


(a) where the insurer is a life insurer that does 
not carry on an insurance business outside 
Canada, the amount, if any, by which 


(i) the valuation of all property that is 
owned by the insurer at the end of the tax- 
ation year that includes the period and that 
is 


(A) an investment property, 
(B) money, or 


(C) a balance (other than a property in- 
cluded under (A) or (B)) standing to the 
insurer’s credit as or on account of 
amounts deposited with a corporation 
authorized to accept deposits or to carry 
on the business of offering to the public 
its services as a trustee, 


exceeds the total of 


(ii) the aggregate of all amounts each of 
which is an amount outstanding at the end 
of the year in respect of a debt (other than 
a debt referred to in paragraph (h) of the 
definition “valuation” in subsection 
2405(3) or an amount referred to in sub- 
paragraph (ii1)) owing by the insurer in re- 
spect of money borrowed by the insurer 
(other than money used by the insurer for 
the purpose of earning income from a 
source that is not an insurance business), 
and 


(iii) the aggregate of all amounts each of 
which is the amount of a cheque outstand- 
ing at the end of the year drawn on an ac- 
count of the insurer maintained with a cor- 
poration authorized to accept deposits or to 
carry on the business of offering to the 
public its services as a trustee, or 


(b) where the insurer is a life insurer not re- 
ferred to in paragraph (a), the amount of the 
insurer’s Canadian investment fund as at the 
end of the taxation year that includes the 
period; 
is the aggregate of the number of days in the pe- 
riod; and 
is the amount, if any, of the income of the person 
or partnership that owned the property in the pe- 
riod that was derived from the property for the 
taxation year that includes the period. 


(2) The specified percentage for a taxation year in 
respect of an amount determined in respect of prop- 
erty under subsection (1) for a taxation year is the 
aggregate of 
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and before 1989 is of the number of days in ifie 
taxation year; 


(b) that proportion of 40 per cent that the number 
of days in the taxation. year that are after 1988 
and before 1990 is of the number of days in the 
taxation year; 


(c) that proportion of 60 per cent that the number 
of days in the taxation year that are after 1989 
and before 1991 is of the number of days in the 
taxation year; 


(d) that proportion of 80 per cent that the number 
of days in the taxation year that are after 1990 
and before 1992 is of the number of days in the 
taxation year; and 


(e) that proportion of 100 per cent that the num- 
ber of days in the taxation year that are after 1991 
is of the number of days in the taxation year. 


2411. (1) Subject to subsection (2), the amount pre- 
scribed in respect of an insurer for a taxation year for 
the purposes of paragraph 138(9)(b) of the Act shall 
be the. amount determined by the formula 


—(B+C) 


where 


A is the positive or negative amount, as the case 
may be, determined in respect of the insurer for 


the year under subsection (3); C is the amount claimed by the insurer for the year 
B is the positive or negative amount, as the case in respect of any balance of its cumulative excess 
may be, determined in respect of the insurer for account at the end of the year. 


the year under subsection (4) in respect of invest- 
ment property designated by the insurer for the 
year pursuant to subsection 2400(1) as invest- 
ment property used by it in the year in, or held by 
it in the year in the course of, carrying on an in- | (3) The positive or negative amount, as the case may 
surance business in Canada, and be, determined under this subsection in respect of an — 
insurer for a taxation year shall be the amount deter- 
mined by the formula 


A D G 
— XC += xF += xJ 
B E H 


(2) Where an amount computed under subsection (1) 
in respect of an insurer is a negative amount, that 
amount shall be deemed to be nil. 
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or, where the value for the year of foreign invest- 
ment property designated by the insurer for the year 
pursuant to subsection 2400(1) as investment prop- 
erty used by it in the year in, or held by it in the year 
in the course of, carrying on an insurance business in 
Canada is not greater than 5 per cent of the amount 
of the Canadian investment fund for the year of the 
insurer and the insurer so elects, the amount deter- 
mined by the formula 


E x(C+D] += os 


Ais the positive or negative amount, as the case 
may be, determined in respect of the insurer for 
the year under subsection (4) in respect of Cana- 
dian investment property (other than Canadian 
equity property) owned by the insurer at any time 
in the year; 


iy 


is the total value for the year of Canadian invest- 
ment property (other than Canadian equity prop- 
erty) owned by the insurer at any time in the year; 


is the total value for the year of Canadian invest- 
ment property (other than Canadian equity prop- 
erty) designated by the insurer for the year pursu- 
ant to subsection 2400(1) as investment property 
used by it in the year in, or held by it in the year 
in the course of, carrying on an insurance busi- 
ness in Canada; 


is the positive or negative amount, as the case 
may be, determined in respect of the insurer for 
the year under subsection (4) in respect of Cana- 
dian investment property that is Canadian equity 
property owned by the insurer at any time in the 
year; 


is the total value for the year of Canadian invest- 
ment property that is Canadian equity property 
owned by the insurer at any time in the year; 


is the total value for the year of Canadian invest- 
ment property that is Canadian equity property 
designated by the insurer for the year pursuant to 
subsection 2400(1) as investment property used 
by it in the year in, or held by it in the year in the 
course of, carrying on an insurance business in 
Canada; 


is the positive or negative amount, as the case 
may be, determined in respect of the insurer for 
the year under subsection (4) in respect of foreign 
investment property owned by the insurer at any 
time in the year; 


is the total value for the year of foreign invest- 
ment property owned by the insurer at any time 
in the year; and 


is the total value for the year of foreign invest- 
ment property designated by the insurer for the 
year pursuant to subsection 2400(1) as invest- 
ment property used by it in the year in, or held by 
it in the year in the course of, carrying on an in- 
surance business in Canada. 


(4) The positive or negative amount, as the case may 
be, determined under this subsection in respect of an 
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insurer for a taxation year in respect of property shall 
be the amount determined by the formula 


A-—B 
where 


A is the aggregate of the following amounts deter- 
mined in respect of the property for the year or 
that would be determined in respect of the prop- 
erty for the year if it were insurance property of 
the insurer for the year in respect of an insurance 
business in Canada: 


(a) the insurer’s gross investment revenue for 
the year (other than taxable dividends that 
were or would be deductible in computing the 
insurer’s taxable income for the year under 
subsection 138(6) of the Act) derived from the 
property, 

(b) all amounts that were or would be in- 
cluded in computing the insurer’s income for 
the year under paragraph 138(4)(b) and (c) of 
the Act in respect of the property, 

(c) all amounts that were or would be included 
in computing the insurer’s taxable capital 
gains for the year from the disposition of the 
property, 

(d) all amounts that were or would be in- 
cluded in computing the insurer’s gains for 
the year from the disposition of the property 
(other than a Canada security or capital 
property), 

(e) all amounts that were or would be included 
in computing the insurer’s income for the year 
under subsection 13(1) of the Act in respect of 
the property, 

(f) all amounts that were or would be included 
in computing the insurer’s income for the year 
under paragraph 12(1)(d), (d.1) or (i) of the 
Act in respect of the property, 


(g) all amounts that were or would be in- 
cluded in computing the insurer’s income for 
the year under subsection 59(3.2) or (3.3) of 
the Act in respect of the property, 


(h) all amounts that were or would be in- 
cluded in computing the insurer’s income for 
the year under subsection 14(1) of the Act in 
respect of the property, and 


(i) all other amounts that were or would be in- 
cluded in computing the insurer’s income for 
the year in respect of the property; and 


B is the aggregate of the following amounts deter- 
mined in respect of the property for the year or 
that would be determined in respect of the prop- 
erty for the year if it were insurance property of 
the insurer for the year in respect of an insurance 
business in Canada: 


(a) all amounts that were or would be included 
in computing the insurer’s allowable capital 
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losses for the year from the disposition of the 
property, 

(b) all amounts that were or would be in- 
cluded in computing the insurer’s losses for 
the year from the disposition of the property 
(other than a Canada security or capital 
property), 

(c) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year under paragraph 138(3)(b) and (d) of the 
Act in respect of the property, 


(d) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year under paragraph 20(1)(a) of the Act in re- 
spect of the capital cost of the property or 
under paragraphs 20(1)(c) and (d) of the Act 
in respect of interest paid or payable on bor- 
rowed money used to acquire the property, 


(e) where any such property is rental property 
or leasing property (within the meaning as- 
signed by subsections 1100(14) and (17), re- 
spectively), all amounts that were or would be 
deductible in computing the insurer’s income 
for the year in respect of expenses directly re- 
lated to the earning of rental income derived 
from the property, 


(f) all amounts that were or would be deducti- 
ble by the insurer in computing the insurer’s 
income for the year under paragraph 20(1)(), 
(1.1) or (p) of the Act as reserve or bad debt in 
respect of the property, 


(g) all amounts that were deducted or would 
be deductible in computing the insurer’s in- 
come for the year under section 66, 66.1, 66.2 
or 66.4 of the Act in respect of the property, 


(h) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year under paragraph 20(1)(b) of the Act in 
respect of the property, and 


(i) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year in respect of other expenses directly re- 
lated to the earning of gross investment reve- 
nue derived from the property. 
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(5) For the purposes of subsection (4), a property 
that has not been designated by the insurer for the 
year pursuant to subsection 2400(1) as investment 
property used by it in the year in, or held by it in the 
year in the course of, carrying on an insurance busi- 
ness in Canada shall be deemed to be a property used 
by it in the year in, or held by it in the year in the 
course of, carrying on that insurance business in re- 
spect of which the property has been reported by the 
insurer in its annual report for the year to the rele- 
vant authority or, where the insurer was throughout 
the year subject to the supervision of the relevant au- 
thority but was not required to file an annual report 
with the relevant authority for the year, that insur- 
ance business in respect of which the property would 
have been reported by the insurer in an annual report 
for the year if it had been so required by the relevant 
authority. 


(6) For the purposes of subsection (1), the balance of 
an insurer’s cumulative excess account at the end of 
a taxation year shall be determined as the amount, if 
any, by which 


(a) the aggregate of all amounts each of which is 
a positive amount, if any, determined in respect 
of each of such of its seven immediately preced- 
ing taxation years that began after June 17, 1987 
and ended after 1987 by the formula 


BEA 
where A and B are the amounts determined under 
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subsection (1) in respect of the insurer for such 
immediately preceding taxation year, 


exceeds 


(b) the aggregate of all amounts each of which is 
an amount claimed by the insurer under subsec- 
tion (1) in respect of its cumulative excess ac- 
count for a preceding taxation year that can be at- 
‘tributed to a positive amount determined under 
paragraph (a) for that year and, for the purpose of 
this paragraph, a positive amount determined in 
respect of a taxation year shall be deemed to have 
been claimed before a positive amount deter- 
mined in respect of any subsequent taxation year. 


(7) For the purposes of subsection (3), 


(a) where the aggregate value for the year of 
property designated by the insurer for the year 
pursuant to paragraphs 2400(1)(a) to (d) exceeds 
the minimum value for the year of property re- 
quired to be designated by the insurer for the year 
pursuant to those paragraphs, the aggregate value 
for the year of the property determined for the 
year under each of C, F and J of the formula set 
out in subsection (3) shall not exceed that mini- 
mum value for the year of such property that is 
required to be designated by the insurer for the 
year pursuant to paragraphs 2400(1)(a) to (d); 
and 


(b) for the purposes of paragraph (a), the value 
for the year of property required to be designated 
by the insurer for the year under F in the formula 
set out in subsection (3) shall be deemed to be the 
value for the year of such property designated by 
the insurer for the year. 


(8) For the purposes of this section, “foreign invest- 
ment property” of an insurer means investment prop- 
erty of the insurer (unless the insurer is a non-resi- 
dent insurer and it is established by the insurer that 
the investment property is not effectively connected 
with its Canadian insurance businesses) that is not 
Canadian investment property of the insurer. 


2412. (1) The amount of the Canadian investment 
fund for the year for a taxation year in respect of an 
insurer shall be determined by the formula 


A+B 
where 


A is the mean Canadian investment fund for the 
year for the taxation year in respect of the in- 
surer; and 


B_ is the amount determined under subsection (2) in 
respect of the insurer for the taxation year. 


(2) Subject to subsection (3), the amount determined 
under this subsection in respect of an insurer for the 
taxation year shall be determined by the formula 
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(B + 3C + 5D + oat 


a 


1 
2 
where 
A is the aggregate of B, C, D and E; 


B is the positive or negative amount, as the case 


may be, determined under subsection (4) in re-. 


spect of the insurer for the first. three month pe- 
riod in the taxation year of the insurer; 


C is.the positive or negative amount, as the case 

may be, determined under subsection (4) in re- 

spect of the insurer for the second three month 
period in the taxation year of the insurer; 


D is the positive or negative amount, as the case 
may be, determined under subsection (4) in re- 
spect of the insurer for the third three month pe- 
riod in the taxation year of the insurer; 


E is the positive or negative amount, as the case 
may be, determined under subsection (4) in-re- 
spect of the insurer for the fourth three month pe- 
riod in the taxation year of the insurer; and 


F is the result obtained when the number of calen- 
dar months in the taxation year is divided by 3 
and, where that result is not a whole number, it 
shall be rounded down to the next lower whole 
number. 


(3) Where the taxation year of an insurer does not 
contain any three month period, the amount deter- 
mined under subsection (2) in respect of the insurer 
shall be deemed to be nil. 


(4) The positive or negative amount, as the case may 
be, determined in respect of an insurer for a particu- 
lar three month period in a taxation year of the in- 
surer shall be determined by the formula 


A-B 
where 
A is the aggregate of all amounts each of which is 


(a) an amount.of a premium or consideration 
received by the insurer in the period in respect 
of a contract of insurance or an annuity (in- 
cluding a settlement annuity) entered into in 
the course of carrying on its insurance busi- 
nesses in Canada, 


(b) an amount received by the insurer in the 
period in respect of interest on or a repayment 
in respect of a policy loan made under a life 
insurance policy in Canada, or 


(c) an amount received by the insurer in the 
period in respect of reinsurance (other than re- 
insurance undertaken to effect a transfer of a 
business in respect of which subsection 
138(11.5), (141.92) or (11.94) of the Act ap- 
plies) arising in the course of carrying on its 
insurance businesses in Canada and not other- 
wise included in paragraph (a) or (b); and 
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B is the aggregate of all amounts each of which is 


(a) an amount of a claim or benefit (including 
a payment under an annuity or settlement an- 
nuity, a payment of a policy dividend and an 
amount paid on a lapsed or terminated policy) 
or a refund of premiums paid by the insurer in 
the period under a contract of insurance or an 
annuity in the course of carrying on its insur- 
ance businesses in Canada, 


(b) an amount of a policy loan made by the 
insurer in the period under a: life insurance 
policy in Canada, 


(c) a premium or commission paid by the in- 
Surer in the period in respect of a contract of 
insurance or an annuity in the course of carry- 
ing on its insurance businesses in Canada, or 


(d) an amount paid by the insurer in the period 
in respect of reinsurance (other than reinsur- 
ance undertaken to effect a transfer of a busi- 
ness in respect of which subsection 138(11.5), 
(11.92) or (11.94) of the Act applies) in the 
course of carrying on its insurance businesses 
in Canada and not otherwise included in para- 


graph (a), (b) or (c). 


(5) For the purposes of this section, “mean Canadian 
investment fund for the year”, means 


(a) for a taxation year in respect. of a life insurer 
resident in Canada, 1/2 of the aggregate of 


(i) its Canadian investment fund.as at the end 
of the year, and : 


(11) its Canadian investment fund as at the end 
of the immediately, preceding taxation year; 
and 


(b) for a taxation year in respect of a non-resident 
insurer, '/2 of the aggregate of 


(i) its Canadian investment fund as at the end 
of the year, and 


(ii) the amount that would be its Canadian in- 
vestment fund as at the end of the immedi- 
ately preceding taxation year if the insurer’s 
attributed surplus for the year for that preced- 
ing year were its attributed surplus for the 
year for that taxation. year. 


History: Ss. 2410 to 2412 added by P.C. 1990-2002, s. 10, Septem- 
ber 20, 1990, Canada Gazette, Part. II, October 10, 1990, applicable 
in respect of taxation years beginning after June 17, 1987 and end- 
ing after 1987. 


Part xxv — Special T1 Tax 
Table for Individuals 


History: Part XXV (ss. 2500, 2501) was added by P.C. 1981-1501, 
June 4, 1981, Canada Gazette, Part II, June 24, 1981, applicable to 
1979 et seq. except that in its application to the 1979 taxation year 
all that portion of subsection 2500(2) following subparagraph (b)(ii) 
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thereof does not apply and shall be read as follows: 
minus the aggregate of 
(ii1) where applicable, an amount that is the aggregate of 


(A) the deduction calculated under subsection 120(2) 
of the Act, and 


(B) the amount by which the amount referred to in 
clause (A) is increased by virtue of section 30 of the 
Federal-Provincial Fiscal Arrangements and Estab- 
lished Programs Financing Act, 1977, and 


(iv) a deduction from the tax under subparagraph (1), or 
that tax plus the additional tax under subparagraph (ii), as 
the case may be, as computed under subsection 120(3.1) 
of the Act, 


calculated as if the amount taxable is equal to the average of 
the highest and lowest amounts taxable in the range and, 
where the resulting tax payable is not a multiple of one dollar, 
it shall be rounded to the nearest multiple of one dollar or, if 
it is equidistant from two such multiples, to the higher 
thereof. 


History [former Part XXV]: Former Part XXV (Indebtedness of 
Public Employees) was revoked by P.C. 1980-541, s. 2, February 
20, 1980, Canada Gazette, Part Il, March 12, 1980. 


Former Part XXV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part I, August 
8, 1979. 


2500. (1) For the purposes of subsection 117(6) of 
the Act, 


(a) $55,605, adjusted for each taxation year after 
1989 in the manner set out in subsection 117.1(1) 
of the Act, is the prescribed amount; and 


(b) an “individual of a prescribed class” for a tax- 
ation year is | 


(i) an estate or trust, 


(ii) an individual who was a non-resident per- 
son throughout the year, other than an individ- 
ual 


(A) whose amount taxable for the year was 
from 


(I) the duties of an office or employ- 
ment performed in one province, 


(II) the carrying on of a business in one 
province, or 


(III) any combination of sources de- 
scribed in subclauses (I) and (ID) if all 
of those sources are located in one 
province, and 


(B) who was not subject to any other pro- 
vision of this subsection, 


(iii) an individual who, on the last day of the 
year, resided in a province and had income for 
the year from a business with a permanent es- 
tablishment, as defined in subsection 2600(2), 
outside the province, 


(iv) an individual. whose tax otherwise paya- 
ble for the year under Part I of the Act is re- 
duced by virtue of any of the following provi- 
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sions of the Act: 
(A) subsection 117(7), 
(B) section 121, 
(C) section 122.3, or 
(D) section 126, 


(v) an individual who makes an election in re- 
spect of the year under subsection 119(1) of 
the Act, 


(vi) an individual eligible to pay tax at a re- 
duced rate pursuant to subsection 40(7) of the 
Income Tax Application Rules on a payment 
made to him in the year, or 


(vii) an individual who makes an election in 
respect of the year under subsection 110.4(2) 
of the Act. 

History: Subpara. 2500(1)(b)(vi) amended by P.C. 1994-1817, s. 


48, November 1, 1994, Canada Gazette, Part Il, November 30, 
1994. 


Para. 2500(1)(a) amended by P.C. 1990-760, April 26, 1990, Can- 
ada Gazette, Part Il, May 9, 1990, applicable in respect of the 1989 
and subsequent taxation years. 


Para. 2500(1)(a) and subpara. (1)(b)(vii) amended by P.C. 1989- 
1926, September 28, 1989, Canada Gazette, Part I, October 11, 
1989, applicable to 1988 et seq. 


Para. 2500(1)(a) substituted by P.C. 1987-1817, subsec. 1(1), Au- 
gust 27, 1987, Canada Gazette, Part II, September 16, 1987, appli- 
cable to 1986 et seq. 


Subpara. 2500(1)(b)(vi1) added by P.C. 1986-207, January 23, 1986, 
Canada Gazette, Part I, February 5, 1986, applicable to 1985 et 
seq. 


Subsec. 2500(1) substituted by P.C. 1985-908, subsec. 1(1), March 
21, 1985, Canada Gazette, Part II, April 3, 1985, applicable to 1984 
et seq. 


All that portion of subsec. 2500(1) preceding para. (a) substituted 
by P.C. 1983-3016, subsec. 1, September 29, 1983, Canada Ga- 
zette, Part II, October 12, 1983, applicable to 1982 et seq. 


(2) For the purposes of subsection 117(6) of the Act, 
a table of the tax payable for a taxation year shall be 
prepared in accordance with the following rules: 


(a) the table shall be divided into ranges of 
amounts taxable not exceeding $10 each and 
shall specify the tax payable in respect of each 
range; 


(b) the tax payable on an amount taxable within 
any range referred to in paragraph (a) shall be 
equal to the tax payable thereon for the year com- 
puted under subsection 117(2) of the Act and, 
where applicable, adjusted annually pursuant to 
section 117.1 of the Act; and 


(c) the tax payable referred to in paragraph (b) 
shall be calculated as if the amount taxable is 
equal to the average of the highest and lowest 
amounts taxable in the range and, where the re- 
sulting tax payable is not a multiple of one dollar, 
it shall be rounded to the nearest multiple of one 
dollar or, if it is equidistant from two such multi- 
ples, to the higher thereof. 
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(3) For the purposes of subsection 117(6) of the Act, 
a table of the additional tax for income not earned in 
a province, the individual surtax and the refundable 


Quebec abatement for a taxation year shall be pre- | 


pared in accordance with the following rules: 


(a) the table shall be divided into ranges of tax 
payable not exceeding $2 each and shall specify, 
in respect of each range, 


(i) the individual surtax payable, 


(ii) where applicable, the additional tax for in- 
come not earned in a province, and 


(ii1) where applicable, the refundable Quebec 
abatement, 


on every amount taxable within each such range; 


(b) the tax payable referred to in paragraph (a) is 
the tax payable determined by the table prepared 
pursuant to subsection (2) less the allowable non- 
refundable credits under sections 118 to 118.9 of 
the Act; : 


(c) the individual surtax in respect of an amount 
of tax payable within any range referred to in par- 
agraph (a) shall be the amount that is equal to the 
surtax thereon computed under subsection 
180.1(1) of the Act; 


(d) the additional tax for income not earned in a 
province in respect of an amount of tax payable 
within any range referred to in paragraph (a) shall 
be the amount that is equal to the tax determined 
thereon under subsection 120(1) of the Act; 


(e) the refundable Quebec abatement in respect of 
an amount of tax payable within any range re- 
ferred to in paragraph (a) shall be the amount that 
is equal to the abatement determined under sub- 
section 120(2) of the Act and in accordance with 
section 27 of the Federal-Provincial Fiscal Ar- 
rangements Act; 


(f) the amount referred to in paragraph (c) or (d) 
shall be calculated as if the tax payable is equal to 
the average of the highest and lowest amounts in 
the range and, where the resulting amount is not a 
multiple of one dollar, it shall be rounded to the 
nearest multiple of one dollar or, if it is equidis- 
tant from two such multiples, to the higher 
thereof; and 


(g) the amount referred to in paragraph (e) shall 
be calculated as if the tax payable is equal to the 
average of the highest and lowest amounts in the 
range and, where the resulting amount is not a 
multiple of one tenth of one dollar, it shall be 
rounded to the nearest multiple of one tenth of 
one dollar or, if it is equidistant from two such 
multiples, to the higher thereof. 
History: Para. 2500(3)(e) amended by 1995, c. 17, subsec. 45(2), 
to substitute “Federal-Provincial Fiscal Arrangements Act” for 
“Federal-Provincial Fiscal Arrangements and Federal Post-Secon- 
dary Education and Health Contributions Act”, in force April 1, 
1996. 


Reg. 2600(2)(a) 


Subsec. 2500(2) was substituted, subsec. 2500(3) added by P.C. 
1989-1926, September 28, 1989, Canada Gazette, Part II, October 
11, 1989, applicable to 1988 et seg. 


All that portion of para. 2500(2)(b) following subpara. (ii) revoked 
by P.C. 1987-1817, subsec. 1(2), August 27, 1987, Canada Gazette, 
Part II, September 16, 1987, applicable to 1986 et seq. 


All that portion of para. 2500(2)(b) following subpara. (ii), subpara. 
2500(2)(c)(i). substituted by P.C, 1985-908, s. 1, March 21, 1985, 
Canada Gazette, Part Il, April 3, 1985, applicable, as to para. 
2500(2)(b) to 1984 et seqg., and.as to subpara..2500(2)(c)(ii), after 
March 31, 1983. 


Para. 2500(2)(b) substituted by P.C.. 1983-3016, subsec. 1(2), Sep- 
tember 29, 1983, Canada Gazette, Part II, October 12, 1983, appli- 
cable to 1982 et seq. : 


Forms [Reg. 2500]: Table A and Table B, 1994 T1 General Tax 
Guide. Effective with the 1995 return, these tables are no longer 
used, in order to save Revenue Canada printing costs. (Revenue 
Canada news release and Fact Sheet, November 22, 1995.). 


2501. In this Part, “amount taxable” has the meaning 
assigned by subsection 117(2) of the Act. 
History: S. 2501 amended by P.C. 1989-1926, September 28, 


1989, Canada Gazette, Part Il; October 11, 1989, applicable to 1988 
et seq, 


S..2501 substituted by P.C. 1983-3016; :s. 2, September 29, 1983, 
Canada Gazette, Part Il, October 12, 1983, applicable to 1982 et 
seq. 


Part Xxvi — Income Earned 
In Province by an Individual 


History: Part XXVI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


2600. Interpretation — (1) For the purposes of 
paragraph 120(4)(a) [120(4)“income earned in the 
year in a province’’] of the Act, “income earned in 
the year in a province” by an individual means the 
aggregate of his incomes earned in the taxation year 
in each province, as determined in accordance with 
this Part. 

History: Subsec. 2600(1) substituted by P.C. 1981-808, subsec. 


3(1), March 26, 1981, Canada Gazette, Part II, April 8, 1981, appli- 
cable to 1980 et seq. 


Subsec. 2600(1) substituted by P.C. 1978-3101, subsec. 3(1), Octo- 
ber 12, 1978, Canada Gazette, Part II, October 25, 1978, applicable 
to 1978 et seq. 


(2) In this Part, “permanent establishment” means a 
fixed place of business of the individual including an 
office, a branch, a mine, an oil well, a farm, a 
timberland, a factory, a workshop or a warehouse, 
and 


(a) where an individual carries on business 
through an employee or. agent, established in a 
particular place, who has general authority to 
contract for his employer or principal or who has 
a stock of merchandise owned by his employer or 
principal from which he regularly fills orders 
which he receives, the individual shall be deemed 
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to have a permanent establishment in that place; 


(b) where an individual uses substantial machin- 
ery or equipment in a particular place at any time 
in a taxation year he shall be deemed to have a 
permanent establishment in that place; and 


(c) the fact that an individual has business deal- 
ings through a commission agent, broker, or other 
independent agent or maintains an office solely 
for the purchase of merchandise, shall not of it- 
self be held to mean that the individual has a per- 
manent establishment. 


Interpretation Bulletins: IT-242R: Retired partners. 


(3) [Revoked] 


History: Subsec. 2600(3) revoked by P.C. 1981-808, subsec. 3(2), 
March 26, 1981, Canada Gazette, Part II, April 8, 1981, applicable 
to 1980 et seg. 


Subsec. 2600(3) substituted by P.C. 1978-3101, subsec. 3(2), Octo- 
ber 12, 1978, Canada Gazette, Part II, October 25, 1978, applicable 
to 1978 et seq. 


2601. Residents of Canada — (1) Where an indi- 
vidual resided in a particular province on the last day 
of a taxation year and had no income for the’ year 
from a business with a permanent establishment 
outside the province, his income earned in the taxa- 
tion year in the province is his income for the year. 


(2) Where an individual resided in a particular prov- 
ince on the last day of a taxation year and had in- 
come for the year from a business with a permanent 
establishment outside the province, his income 
earned in the taxation year in the province is the 
amount, if any, by which 


(a) his income for the year 
exceeds 


(b) the aggregate of his income for the year from 
carrying on business earned in each other prov- 
ince and each country other than Canada deter- 
mined as hereinafter set forth in this Part. 


(3) Where an individual, who resided in Canada on 
the last day of a taxation year and who carried on 
business in a particular province at any time in the 
year, did not reside in the province on the last day of 
the year, his income earned in the taxation year in 
the province is his income for the year from carrying 
on business earned in the province, determined as 
hereinafter set forth in this Part. 


(4) Where an individual resided in Canada on the 
last day of a taxation year and carried on business in 
another country at any time in the year, his income 
earned in the taxation year in that other country is his 
income for the year from carrying on business 
earned in the other country, determined as hereinaf- 
ter set forth in this Part. 


(5) In this. section, a reference to the “last day of a 
taxation year” shall 


(a) in the case of an individual who resided in 
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Canada at any time in the year but ceased to re- 
side in Canada before the end of the year, be 
deemed to be a reference to the “last day in the 
year on which he resided in’Canada’”’; and 


(b) in the case of an individual described in para- 
graph 250(1)(d.1) of the Act or his spouse or 
child who 


(i) resided in Canada at any time in the year, 


(ii) would, but for paragraph 250(1)(d.1), (e) 
or (f) of the Act, have ceased to reside in Can- 
ada before the end of the year, and 


(ili) is, by virtue of paragraph 250(1)(d.1), (e) 
or (f) of the Act, deemed to have been resident 
in Canada throughout the year, 


be deemed to be a reference to the “day in the 
year on which he would have so ceased to reside 
in Canada’. 

History: Subsec. 2601(5) substituted by P.C. 1981-2730, October 


8, 1981, Canada Gazette, Part Il, October 28, 1981, applicable to 
1980 et seq. 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204, as amended by P.C. 1991-1661 and 
P.C. 1992-2593 (special interpretation of Reg. 2601(1) and (2) for 
residents of Quebec). 


Forms: T691A: Minimum tax supplement — multiple jurisdic- 
tions; T2203: Calculation of tax in respect of multiple jurisdictions. 


2602. Non-residents — (1) Except as provided in 
subsection (2), where an individual did not reside in 
Canada at any time in a taxation year, his income 
earned in the taxation year in a particular province is 
the aggregate of 


(a) that part of the amount of his income from an 
office or employment, that is included in comput- 
ing his taxable income earned in Canada for the 
year by virtue of subparagraph 115(1)(a)(@) of the 
Act, that is reasonably attributable to the duties 
performed by him in the province; and 


(b) his income for the year from carrying on busi- 
ness earned in the province, determined as here- 
inafter set forth in this Part. 

Remission Orders: Income Earned in Quebec Income Tax Re- 


mission Order, P.C. 1989-1204, as amended by P.C. 1991-1661 and 
P.C. 1992-2593 (special interpretation of Reg. 2602(1) for Quebec). 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents; IT-434R: Rental of real property 
by individual. 


(2) Where the aggregate of the amounts of an indi- 
vidual’s income as determined under subsection (1) 
for all provinces for a taxation year exceeds the ag- 
gregate of the amounts of his income described in 
subparagraphs 115(1)(a)(@) and (11) of the Act, the 
amount of his income earned in the taxation year in a 
particular province shall be that proportion of his in- 
come so described that the amount of his income 
earned in the taxation year in the province as deter- 
mined under subsection (1) is of the aggregate of all 
such amounts. 
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2603. Income from business — (1) Where, in a 
taxation year, an individual had a permanent estab- 
lishment in a particular province or a country other 
than Canada and had no permanent establishment 
outside that province or country, the whole of his in- 
come from carrying on business for the year shall be 
deemed to have been earned therein. 


(2) Where, in a taxation year, an individual had no 
permanent establishment in a particular province or 
country other than Canada, no part of his income for 
the year from carrying on business shall-be deemed 
to have been earned therein. 


(3) Except as otherwise provided, where, in a taxa- 
tion year, an individual had a permanent establish- 
ment in a particular province or country other than 
Canada and a permanent establishment outside that 
province or country, the amount of his income for 
the year from carrying on business that shall be 
deemed to have been earned in the province or coun- 
try is ‘+ the aggregate of 


(a) that proportion of his income for the year 
from carrying on business that the gross revenue 
for the fiscal period ending in the year reasonably 
attributable to the permanent establishment in the 
province or country is of his total gross revenue 
for that period from the business; and 


(b). that proportion of his income for the year 
from carrying on business that the aggregate of 
the salaries and wages paid in the fiscal period 
ending in the year to employees of the permanent 
establishment in the province or country.is of the 
aggregate of all salaries and wages paid in that 
period to employees of the business. 


(4) For the purpose of determining the gross revenue 
for the year reasonably attributable to the permanent 
establishment in a particular province or country 
other than Canada within the meaning of paragraph 
(3)(a), the following rules shall apply: 


(a) where the destination of a shipment of mer- 
chandise to a customer to whom the merchandise 
is sold is in the particular province or country, the 
gross revenue derived therefrom shall be attribu- 
table to the permanent establishment in the prov- 
ince or country; 


(b) except as provided in paragraph (c), where the 
destination of a shipment of merchandise to a 
customer to whom the merchandise is sold is in a 
province or country other than Canada in which 
the taxpayer has no permanent establishment, if 
the person negotiating the sale may reasonably be 
regarded as being attached to the permanent es- 
tablishment in the particular province or country, 
the gross revenue derived therefrom shall be at- 
tributable to that permanent establishment; 


(c) where the destination of a shipment of mer- 
chandise to a customer to whom the merchandise 
is sold is in a country other than Canada in which 
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the taxpayer has no permanent establishment, 


(i) if the merchandise was produced or manu- 
factured, or produced and manufactured, en- 
tirely in the particular province by the tax- 
payer, the gross revenue derived therefrom 
shall be attributable to the permanent estab- 
lishment in the province, or 

(ii) if the merchandise was produced or manu- 
factured, or produced and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that proportion thereof that the salaries and 
wages paid in the year to employees of the 
permanent establishment in the province 
where the merchandise was partly produced or 
manufactured (or partly produced and manu- 
factured) is of the aggregate of the salaries 
and wages paid in the year to employees of 
the permanent establishments where the mer- 
chandise was produced or manufactured (or 
produced and manufactured); 


(d) where a customer to whom merchandise is 
sold instructs that shipment be made to some 
other person and the customer’s office: with 
which the sale was negotiated is located in the 
particular province or country, the gross revenue 
derived therefrom shall be attributable to the per- 
manent establishment in the province or country; 


(€) except as provided in paragraph (f), where a 
customer to whom merchandise is sold instructs 
that shipment be made to some other person and 
the customer’s office with which the sale was ne- 
gotiated is located in a province or country other 
than Canada in which the taxpayer has no perma- 
nent establishment, if the person negotiating the 
sale may reasonably be regarded as being at- 
tached to the permanent establishment in the par- 
ticular province or country, the gross revenue de- 
rived therefrom shall be attributable to that 
permanent establishment; 


(f) where a customer to whom merchandise is 
sold instructs that shipment be made to some 
other person and the customer’s office with 
which the sale was negotiated is located in a 
country other than Canada in which the taxpayer 
has no permanent establishment, 


_ (i) if the merchandise was produced or manu- 
factured, or produced and manufactured, en- 
tirely in the particular province by the tax- 
payer, the gross revenue derived therefrom 
shall be attributable to the permanent estab- 
lishment in the province, or 


- (11) if the merchandise was produced or manu- 
factured, or produced and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
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nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that proportion thereof. that the salaries and 
wages paid in the year to employees of the 
permanent establishment in the province 
where the merchandise was partly produced or 
manufactured (or partly produced and manu- 
factured) is of the aggregate of the salaries 
and wages paid in the year to employees of 
the permanent establishments where the mer- 
chandise was produced or manufactured (or 
produced and manufactured); 


(g) where gross revenue is derived from services 
rendered in the particular province or country, the 
gross revenue shall be attributable to the perma- 
nent establishment in the province or country; 


(h) where gross revenue is derived from services 
rendered ina province or country other than Can- 
ada in which the taxpayer has no permanent es- 
tablishment, if the person negotiating the contract 
may reasonably be regarded as being attached to 
the permanent establishment of the taxpayer in 
the particular province or country, the gross reve- 
nue. shall be. attributable to that permanent 
establishment; 


(i) where standing timber or the night to cut 
‘standing timber is sold and the timber limit on 
which the timber is standing is in the particular 
province or country, the gross revenue from such 
sale shall be attributable to the permanent estab- 
lishment of the taxpayer in the province or coun- 
try; and 

(j) where land is a permanent establishment of the 
taxpayer in the particular province, the gross rev- 
enue which arises from leasing the land shall be 
attributable to that permanent establishment. 


(5) Where an individual pays a fee to another person 
under an agreement pursuant to which that other per- 
son or employees of that other person perform ser- 
vices for the individual that would normally be per- 
formed by employees of the individual, the fee so 
paid shall be deemed to be salary paid by the indi- 
vidual and that part of the fee that may reasonably be 
regarded as payment in respect of services rendered 
at a particular permanent establishment of the indi- 
vidual shall be deemed to be salary paid to an em- 
ployee of that permanent establishment. 


(6) For the purposes of subsection (5), a fee does not 
include a commission paid to a person who is not an 
employee of the individual. 


2604. Bus and truck operators — Notwithstand- 
ing subsections 2603(3) and (4), the amount of in- 
come that shall be deemed to have been earned in a 
particular province or country other than Canada by 
an individual from carrying on the business of trans- 
portation of goods or passengers (other than’ by the 
operation of a railway, ships or an airline service) is 
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’> of the aggregate of 


(a) that proportion of his income therefrom for 
the year that the number of miles travelled by his 
vehicles in the province or country in the fiscal 
period ending in the year is of the total number of 
miles travelled by his vehicles in that period; and 


(b) that proportion of his income therefrom for 
the year that the aggregate of salaries and wages 
paid in the fiscal period ending in the year to em- 
ployees of the permanent establishment in the 
province or country is of the aggregate of all sala- 
ries and wages paid in that period to employees 
of the business. 


2605. More than one business — Where an in- 
dividual operates more than one business, the provi- 
sions of sections 2603 and 2604 shall be applied in 
respect of each business and the amount of income 
for the year from carrying on business earned in a 
particular province or country in the year is the ag- 
gregate of the amounts so determined. 


Interpretation Bulletins: [T-206R: Separate businesses. 


2606. Limitations of business income — (1) 
Where, in the case of an individual to whom section 
2601 applies, the aggregate of the amounts otherwise 
determined as his income for the taxation year from 
carrying on business earned in all provinces and 
countries other than Canada is greater than his in- 
come for the year, his income for the year from car- 
rying on business earned in a particular province or 
country shall be deemed to be that proportion of his 
income for the year that 


(a) his income for the year from carrying on busi- 
ness in the province or country as otherwise 
determined, 


is of | 
(b) that aggregate. 


(2) Where section 114 of the Act is applicable for the 
purpose of determining the taxable income of an in- 
dividual for the taxation year, a reference in subsec- 
tion (1) to “his income for the taxation year’ shall be 
construed as a reference to the amount of his income 
as determined for the purposes of section 114 of the 
Act and, for the purpose of this Part, his income for 
the taxation year from carrying on a business in any 
place shall be computed by reference only to a busi- 
ness the income from which is included in comput- 
ing his taxable income for the purposes of section 
114 of the Act. 


(3) For the purposes of sections 2603 to 2605, where 
an individual’s taxable income for the taxation year 
is computed in accordance with section 115 of the 
Act | 


(a) a reference to a “business” shall be deemed to 
refer only to a business that was wholly or partly 
carried on in Canada; 
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(b) a reference to “income for the year from car-_ 

- rying on business” shall be deemed to refer only 
to income for the year from carrying on a busi- 
ness in Canada as determined for the purposes of 
section 115 of the Act; 


(c) a reference to “salaries and wages paid in the 
year” shall be deemed to be a reference to sala- 
ries and wages paid to employees of his perma- 
nent establishments in Canada; and 


~(d) a reference to “total gross revenue for the 
-year’ from the business shall be deemed to be a 
reference to total gross revenue reasonably attrib- 

' utable to his permanent establishments in 
Canada. 


2607. Dual residence — Where an individual was 
resident in more than one province on the last day of 
the taxation year, for the purposes of this Part, he 
shall be deemed to have resided on that day only in 
that province which may reasonably be regarded as 
his principal place of residence. 


Part xxvil — Employer 
Contributions to Registered 
Pension Plans [Revoked] 

History: Part XX VII revoked by P.C. 1991-2540, s. 5, December 


16, 1991, Canada Gazette, Part Il, January 15, 1992, applicable to 
taxation years commencing after 1990. 


The heading to Part XX VII amended by the said P.C. 1991-2540, s. 
8, applicable after 1985. 
Part XXVII was consolidated by the Consolidated Regulations of 


Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part I, August 8, 1979. 
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_ term insurance pro 
viduals in the prer 
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Part Xxvill — Election in 
respect of Accumulating 
Income of Trusts 


History: Part XXVIII was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, 
August 8, 1979. 


2800. (1) Any election under subsection 104(14) of 
the Act in respect of a taxation year shall be made by 
filing with the Minister the following documents: 


(a) a statement 
(i) making the election in respect of the year, 


(ii) designating the part of the accumulating 
income in respect of which the election is be- 
ing made, and 


(iii) signed by the preferred beneficiary and a 

trustee having the authority to make the elec- 

tion; and 
(b) a statement signed by the trustee showing the 
computation of the amount of the preferred bene- 
ficiary’s share in the accumulating income of the 
trust for the year in accordance with paragraph 
104(15)(a), (b) or (c) of the Act, as the case may 
be, together with such information concerning the 
provisions of the trust and its administration as is 
necessary for this purpose. 


Interpretation Bulletins: IT-394R: Preferred beneficiary 
election. 


ect 


(2) The documents referred to in subsection (1) shall 
be filed within 90 days from the end of the trust’s 
taxation year in respect of which the election re- 
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Related Provisions: ITA 104(14.01) — Extension of filing dead- 
line where capital gains election filed. 


(3) For the purposes of paragraph 104(15)(c) of the 
Act, the discretionary share of a particular preferred 
beneficiary under a trust of the trust’s accumulating 
income for a taxation year shall be an amount deter- 
mined as follows: 


(a) where the settlor of the trust is an individual 
and his spouse, both of whom. are alive at the end 
of the year and both of whom may be entitled to 
share in the accumulating income of the trust, the 
discretionary share 


(i) of the individual is that proportion of the 
accumulating income of the trust for the year 
that the fair market value of the property con- 
tributed by the individual is of the aggregate 
of the fair market value of the property con- 
tributed by the individual and the fair market 
value of the property contributed by his 
spouse (such fair market values being deter- 
mined in respect of each contribution at the 
time of the making of that contribution), 


(11) of the spouse is that proportion of the ac- 
cumulating income of the trust for the year 
that the fair market value of the property con- 
tributed by the spouse is of the aggregate of 
the fair market value of the property contrib- 
uted by the individual and the fair market 
value of the property contributed by his 
spouse (such fair market values being deter- 
mined in respect of each contribution at the 
time of the making of that contribution), and 


(111) of any other beneficiary who is a pre- 


) ferred beneficiary under the trust is nil; 
(b) where the settlor of the trust is an individual 


and his spouse, both of whom are alive at the end 
of the year but only one of whom may be entitled 
to share in the accumulating income of the trust, 
the discretionary share 


(i) of the individual or his spouse, as the case 
may. be, who may be.entitled to share in the 
accumulating income of the trust is the ac- 
cumulating income of the trust for the year, 
and 


(ii) of any other beneficiary who is a preferred 
beneficiary under the trust is nil; 


(c) where the settlor of the trust is an individual 
and his spouse, only one of whom is alive at the 
end of the year, and the one who is alive may be 
entitled to share in the accumulating income of 
the trust, the discretionary share 


’ @) of the individual or his spouse, as the case 
may be, who is alive at the end of the year is 
the accumulating income of the trust for the 
year, and 


(ii) of any other beneficiary who is a preferred 
beneficiary under the trust is nil; 


(d) where, in any case not described in paragraph 
(a), (b) or (c), the settlor of the trust may be enti- 
tled to share in the accumulating income of the 
trust and is alive at the end of the year, the discre- 
tionary share . 


(1) of the settlor is the accumulating income of 
the trust for the year, and 


(ii) of any other beneficiary who is a preferred 
beneficiary under the trust is nil; 


(e) where, in any case not described in paragraph 
(a), (b) or (c), the spouse of the settlor of the trust 
may be entitled to share in the accumulating in- 
come of the trust, but the settlor may not, and the 
spouse is alive at the end of the year, the discre- 
tionary share 


(i) of the spouse is the accumulating income 
of the trust for the year, and 


(ii) of any other beneficiary who is.a preferred 
beneficiary under the trust is nil; and 


(f) in any other case, the discretionary share of a 
preferred beneficiary alive at the end of the year 
is the amount obtained by dividing the accumu- 
lating income of the trust for the year by the num- 
ber of preferred beneficiaries under the trust alive 
at the end of the year who may be entitled to 
share in the accumulating income of the trust. 


Interpretation Bulletins: IT-394R: Preferred beneficiary 
election. 


Advance Tax Rulings: ATR-30: Preferred beneficiary election 
on accumulating income of estate; ATR-34: Preferred beneficiary’s 
election. 


(4) In paragraphs (3)(a) to (e), the phrase “entitled to 
share in the accumulating income of the trust’ does 
not include any entitlement that arises by reason of 
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the death of any individual who would otherwise be 
entitled to share in the accumulating income of the 
trust. 


Part XxIx — Scientific 
Research and Experimental 
Development 


History: The heading to Part XXIX amended by P.C. 1986-2770, 
para. 3(a), December 11, 1986, Canada Gazette, Part II, December 
24, 1986, applicable to expenditures made in taxation years ending 
after May 23, 1985. 


Part XXIX was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


2900. (1) For the purposes of this Part and sections 
37 and 37.1.of the Act, “scientific research and ex- 
perimental development” means systematic investi- 
gation or search carried out in a field of science or 
technology by means of experiment or analysis, that 
is to say, 

(a) basic research, namely, work undertaken for 

the advancement of scientific knowledge without 

a specific practical application in view, 


(b) applied research, namely, work undertaken 
for the advancement of scientific knowledge with 
a specific practical application in view, 


(c) experimental development, namely, work un- 
dertaken for the purposes of achieving technolog- 
ical advancement for the purposes of creating 
new, or improving existing, materials, devices, 
products or processes, including incremental im- 
provements thereto, or 


(d) work with respect to engineering, design, op- 
erations research, mathematical analysis, com- 
puter programming, data collection, testing and 
psychological research where that work is com- 
mensurate with the needs, and directly in support, 
of the work described in paragraph (a), (b) or (c), 


but does not include work with respect to 
(e) market research or sales promotion, 


(f) quality control or routine testing of materials, 
devices, products or processes, 

(g) research in the social sciences or the 
humanities, 

(h) prospecting, exploring or drilling for, or pro- 
ducing, minerals, petroleum or natural gas, 

(i) the commercial production of a new or im- 
proved material, device or product or the com- 
mercial use of a new or improved process, 

(j) style changes, or 

(k) routine data collection. 


Related Provisions: ITA 37(13) — Linked work under non- 
arm’s length contract deemed to be SR&ED. 


History: Subsec. 2900(1) amended by P.C. 1995-16, subsec. 1(1), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
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cable to taxation years ending after December 2, 1992. 


That portion of s. 2900 preceding para. (a) amended and s. 2900 
renumbered as subsec. 2900(1), by P.C. 1986-2770, para. 3(a), De- 
cember 11, 1986, Canada Gazette, Part II, December 24, 1986, ap- 
plicable to expenditures made in taxation years ending after May 
2351985. 


All that portion of s. 2900 preceding para. (a) substituted by P.C. 
1978-2917, s. 1, September 27, 1978, Canada Gazette, Part II, Oc- 
tober 11, 1978, effective for the period commencing with a taxation 
year ending after 1977. 


Interpretation Bulletins: See at end of Reg. 2900. 
Information Circulars: See at end of Reg. 2900. 


Application Policies: SR&ED 95-01R: Linked activities — Reg. 
2900(1)(d); SR&ED 95-02: Science eligibility guidelines for the oil 
and gas and mining industries; SR&ED 96-02: Tests and studies re- 
quired to meet requirements in regulated industries; SR&ED 96-07: 
Prototypes, custom products, commercial assets, pilot plants and ex- 
perimental production; SR&ED 96-08: Eligibility of the preparation 
of new drug submissions; SR&ED 96-09: Eligibility of clinical tri- 
als to meet regulatory requirements. 


(2) For the purposes of clause 37(8)(a)()(B) and 
subclause 37(8)(a)(ii)(A)(ID of the Act, the follow- 
ing expenditures are directly attributable to the pros- 
ecution of scientific research and experimental 
development: 


(a) the cost of materials consumed in such 
prosecution; 


(b) where an employee directly undertakes, su- 
pervises or supports such prosecution, the portion 
of the amount incurred for salary or wages of the 
employee that can reasonably be considered to be 
in respect of such prosecution; and 


(c) other expenditures, or those portions of other 

expenditures, that are directly related to such 

prosecution and that would not have been in- 

curred if such prosecution had not occurred. 
History: The opening words of subsec. 2900(2) and paras. 
2900(2)(b) and (c) amended by P.C. 1995-16, subsecs. 1(2) and (3), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995. The 
amendment to the opening words is applicable to taxation years 
ending after December 2, 1992; paras. 2900(2)(b) and (c) applicable 
to 1990 et seq. 


Subsec. 2900(2) added by P.C. 1986-2770, s. 4, December 11, 
1986, Canada Gazette, Part II, December 24, 1986, applicable to 
expenditures made in taxation years ending after May 23, 1985. 


Application Policies: SR&ED 96-01: Reclassification of 
SR&ED expenditures per subsec. 127(11.4); SR&ED 96-06: Di- 
rectly undertaking, supervising or supporting v. “directly engaged” 
SR&ED salary and wages; SR&ED 96-07: Prototypes, custom 
products/commercial assets, pilot plants and experimental 
production. 


(3) For the purposes of subclause 37(8)(a)(@i)(A)(D 
of the Act, the following expenditures are directly at- 
tributable to the provision of premises, facilities or 
equipment for the prosecution of scientific research 
and experimental development: 


(a) the cost of the maintenance and upkeep of 
such premises, facilities or equipment; and 


(b) other expenditures, or those portions of other 
expenditures, that are directly related to that pro- 
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vision and that would not have been incurred if 
those premises or facilities or that equipment had 
not existed. 


History: The opening words of subsec. 2900(3) and para. 
2900(3)(b) amended by P.C. 1995-16, subsecs. 1(4) and (5), Janu- 
ary 11, 1995, Canada Gazette, Part Il, January 25, 1995. The 
amendment to the opening words is applicable to taxation years 
ending after December 2, 1992; para. 2900(3)(b) applicable to 1990 
et seq. 


Subsec..2900(3) added by P.C. 1986-2770, s. 4, December 11, 
1986, Canada Gazette, Part II, December 24, 1986, applicable to 
expenditures made in taxation years ending after May 23, 1985. 


(4) For the purposes of the definition “qualified ex- 
penditure” in subsection 127(9) of the Act, the pre- 
scribed proxy amount of a taxpayer for a taxation 
year, in respect of a business, in respect of which the 
taxpayer elects under clause 37(8)(a)(ii)(B) of the 
Act is 65% of the total of all amounts each of which 
is that portion of the amount incurred in the year by 
the taxpayer in respect of salary or wages of an em- 
ployee of the taxpayer who is directly engaged in 
scientific research and experimental development 
carried on in Canada that can reasonably be consid- 
ered to relate to the scientific research and experi- 
mental development having regard to the time spent 
by the employee on the scientific research and exper- 
imental development. 


History: Subsec. 2900(4) amended by P.C. 1995-16, subsec. 1(6), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable to taxation years ending after December 2, 1992. 


Subsec. 2900(4) added by P.C. 1986-2770, s. 4, December 11, 
1986, Canada Gazette, Part Il, December 24, 1986, applicable to 
expenditures made in taxation years ending after May 23, 1985. 


Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting v. “directly engaged” SR&ED salary and 
wages. 


(5) Subject to subsections (6) to (8), where in sub- 
section (4) the portion of an expenditure is all or sub- 
stantially all .of the expenditure, that portion shall be 


replaced by the amount of the expenditure. 


History: Subsec. 2900(5) added by P.C. 1995-16, subsec. 1(6), Jan- 
uary 11, 1995, Canada Gazette, Part Il, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting v. “directly engaged” SR&ED salary and 
wages. 


(6) The amount determined under subsection (4) as 
the prescribed proxy amount of a taxpayer for a taxa- 
tion year in respect of a business shall not exceed the 
amount, if any, by which 


(a) the total of all amounts deducted in computing 
the taxpayer’s income for the year from the 
business, 


exceeds the total of all amounts each of which is 


(b) an amount deducted in computing the income 
of the taxpayer for the year from the business 
under any of sections 20, 24, 26, 30, 32, 37, 66 to 
66.8 and 104 of the Act, or 


(c) an amount incurred by the taxpayer in the 
year in respect of any outlay or expense made or 
incurred for the use of, or the right to use, a 
building other than a special-purpose building. 
History: Subsec. 2900(6) added by P.C. 1995-16, subsec. 1(6), Jan- 


uary 11, 1995, Canada Gazette, Part Il, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


(7) In determining the prescribed proxy amount of a 
taxpayer for a taxation year, the portion of the 
amount incurred in the year by the taxpayer in re- 
spect of salary or wages of a specified,employee of 
the taxpayer that is included in computing the total 
described in subsection (4) shall not exceed the 
lesser of 


(a) 75% of the amount incurred by the taxpayer 
in the year in respect of salary or wages of the 
employee, and 


(b) the amount determined by the formula 


2.5XAX oe 
; 365 


where 


A is the Year’s Maximum Pensionable Earnings 
(as determined under section 18 of the Can- 
ada Pension Plan) for the calendar year in 
which the taxation year ends, and 


B is the number of days in the taxation year in 
which the employee is an employee of the 
taxpayer. 

History: Subsec. 2900(7) added by P.C. 1995-16, subsec. 1(6), Jan- 


uary 11, 1995, Canada Gazette, Part II, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


(8) Where 
(a) a taxpayer is a corporation, 


(b) the taxpayer employs in a taxation year end- 
ing in a calendar year an individual who is a 
specified employee of the taxpayer, 
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(c) the taxpayer is associated with another corpo- 
ration (referred to as the “‘associated corpora- 
tion”) in a taxation year of the associated corpo- 
ration ending in the calendar year, and 


(d) the individual is an employee of the associ- 
ated corporation in the taxation year of the asso- 
ciated corporation ending in the calendar year, 


the total of all amounts that may be included in com- 
puting the total described in subsection (4) in respect 
of salaries or wages of the individual by the taxpayer 
in its taxation year ending in the calendar year and 
by all associated corporations in their taxation years 
ending in the calendar year shall not exceed the 
amount that is 2.5 times the Year’s Maximum Pen- 
sionable Earnings (as determined under section 18 of 
the Canada Pension Plan) for the calendar year. 

History: Subsec. 2900(8) added by P.C. 1995-16, subsec. 1(6), Jan- 


uary 11, 1995, Canada Gazette, Part I, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


(9) For the purposes of subsections (4) and (7), an 
amount incurred in respect of salary or wages of an 
employee in a taxation year does not include 


(a) an amount described in section 6 or 7 of the 
Act; 

(b) an amount deemed under subsection 78(4) of 
the Act to have been incurred; 


(c) bonuses; or 
(d) remuneration based on profits. 


History: Subsec. 2900(9) added by P.C. 1995-16, subsec. 1(6), Jan- 
uary 11, 1995, Canada Gazette, Part Il, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting v. “directly engaged” SR&ED salary and 
wages. 


(10) For the purpose of subsection (8), 


(a) an individual related to a particular corpora- 
tion, and 


(b) a partnership any member of which is an indi- 
vidual related to a particular corporation or is a 
corporation associated with a particular corpora- 
tion, 

shall be deemed to be a corporation associated with 

the particular corporation- 

History: Subsec. 2900(10) added by P.C. 1995-16, subsec. 1(6), 


January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable to taxation years ending after December 2, 1992. 


(11) The depreciable property of a taxpayer that is 
prescribed for the purposes of the definition “first 
term shared-use-equipment” in subsection 127(9) of 
the Act is 


(a) a building of the taxpayer; 

(b) a leasehold interest of the taxpayer in a 
building; ; 

(c) a property of the taxpayer if, at the time it was 


acquired by the taxpayer, the taxpayer or a person 
related to the taxpayer intended that it would be 
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used in the prosecution of scientific research and 
experimental development during the assembly, 
construction or commissioning of a facility, plant 
or line for commercial manufacturing, commer- 
cial processing or other commercial purposes 
(other than scientific research and experimental 
development) and intended 


(i) that it would be used during its operating 
time in its expected useful life primarily for 
purposes other than scientific research and ex- 
perimental development, or 


(ii) that its value would be consumed prima- 
rily in activities other than scientific research 
and experimental development; and 


(d) part of a property of the taxpayer if, at the 
time the part was acquired by the taxpayer, the 
taxpayer or a person related to the taxpayer in- 
tended that the part would be used in the prosecu- 
tion of scientific research and experimental de- 
velopment during the assembly, construction or 
commissioning of a facility, plant or line for 
commercial manufacturing, commercial process- 
ing or other commercial purposes (other than sci- 
entific research and experimental development), 
and intended 


(i) that it would be used during its operating 
time in its expected useful life primarily for 
purposes other than scientific research and ex- 
perimental development, or 


(ii) that its value would be consumed prima- 
rily in activities other than scientific research 
and experimental development. 

History [Reg. 2900(11)]: Subsec. 2900(11) added by P.C. 1995- 


16, subsec. 1(6), January 11, 1995, Canada Gazette, Part I, January 
25, 1995, applicable to property acquired after December 2, 1992. 


Application Policies: SR&ED 96-07: Prototypes, custom prod- 
ucts/commercial assets, pilot plants and experimental production. 


Selected Cases [Reg. 2900]: R/S-Christie v. Canada, [1996] 3 
C.T.C. 2827 (TCC) (Taxpayer failed to establish that scientific re- 
search was carried on). 


Interpretation Bulletins [Reg. 2900]: IT-151R4: Scientific re- 
search and experimental development expenditures. 


Information Circulars [Reg. 2900]: 86-4R3: Scientific research 
and experimental development; 94-2: Machinery and equipment in- 
dustry application paper. 


2901. Prescribed expenditures — For the pur- 
poses of paragraph 37.1(5)(c) [37.1(5)“qualified ex- 
penditure’”’] of the Act, a prescribed expenditure is 


(a) an expenditure of a current nature incurred by 
a corporation in respect of 


(i) the general administration or management 
of a business, including 


(A) administrative salary or wages and re- 
lated benefits in respect of a person whose 
duties are not all or substantially all di- 
rected to the prosecution of scientific re- 
search and experimental development, ex- 


2228 


Part XXIX — SR&ED 


cept to the extent that such expenditure is 
described in subsection 2900(2) or (3), 


(B) a legal or accounting fee, 


(C) an amount described in any of 
paragraphs 20(1)(c) to (g) of the Act, 


(D) an entertainment expense, 
(E) an advertising or selling expense, 
(F) a convention expense, 


(G) a due or fee in respect of membership 
in a scientific or technical society ¢ or or- 
“ganization, and 


(H) a fine or penalty, or 
(ii):the maintenance and upkeep of premises, 


facilities or equipment to the extent that such — 


expenditure is not attributable to the prosecu- 
tion of scientific research and experimental 
development, 


except any such expenditure incurred by a corpo- 
ration that derives all or substantially all of its 
revenue from the prosecution of scientific re- 
search and experimental development or the sale 
of rights in or arising out of scientific research 
and experimental development carried on by it; 


(b) an expenditure of a capital nature incurred by 
a corporation in respect of 


(i) the acquisition of property, except any such 
expenditure that was incurred for and was all 
or substantially all attributable to the prosecu- 
tion, or to the provision of premises, facilities 
or equipment for the prosecution, of scientific 
research and experimental development, or 
(ii) the acquisition of property that is qualified 
property within. the meaning assigned by sub- 
section 127(9) of the Act; 


(c) an expenditure made to acquire rights in, or 
arising out of, scientific research and experimen- 
tal development; or 


(d) an expenditure on scientific research and ex- 
perimental development in respect of which an 
amount is deductible under section 110 of the 
Act. 
History: That portion of para. 2901(a) following cl. (i)(H) and pa- 
ras. 2901(b), (c), (d) amended, and cl. 2901(a)(i)(A) and subparas. 
2901(b)(i), (ii) substituted, by P.C. 1986-2770, paras. 3(c), (d) and 
s. 5, December 11, 1986, Canada Gazette, Part Il, December 24, 


1986, applicable to expenditures made in taxation years ending after 
May 23, 1985. 


Cl. 2901(a)(i)(C) substituted by P.C. 1986-1048, s. 2, May 1, 1986, 
Canada Gazette, Part Il, May 14, 1986, applicable to bills drawn 
after June 1984. 


S..2901 added by P.C. 1978-2917, s. 2, September 27, 1978, Can- 
ada Gazette, Part II, October 11, 1978, effective for the period com- 
mencing with a taxation year ending after 1977. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures: 


2902. For the purposes of the definition “qualified 
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expenditure” in subsection 127(9) of the Act, a pre- 
scribed expenditure is 


(a) an expenditure of a current nature incurred by 
a taxpayer in respect of 


(i) the general administration or management 
of a business, including 


(A) administrative salary or wages and re- 
lated benefits in respect of a person whose 
duties are not all or substantially all di- 
rected to the prosecution of scientific re- 
search and experimental development, ex- 
cept to the extent that such expenditure is 
described in subsection 2900(2) or (3), 


(B) a legal or accounting fee, 


(C) an amount described in any of 
paragraphs 20(1)(c) to (g) of the Act, 


(D) an entertainment expense, 
(E) an advertising or selling expense, 
(F) a conference or convention expense, 


(G) a due or fee in respect of membership 
in a, Scientific or technical society or or- 
ganization, and 


(H).a fine or penalty, or 


(ii) the maintenance and upkeep of premises, 
facilities or equipment to the extent that such 
expenditure is not attributable to the prosecu- 
tion of scientific research and ‘experimental 
development; 


(b) an expenditure of a capital nature incurred by 
a taxpayer in respect of ; 


(i) the acquisition of property, except any such 
expenditure that at the time it was incurred 


(A) was for first term shared-use-equip- 
ment or second term shared-use-equip- 
ment, or 


(B) was for the provision of premises, fa- 
cilities or equipment if, at the time of the 
acquisition of the premises, facilities or 
equipment, it was intended 


(I) that the premises, facilities or equip- 
ment would be used during all or sub- 
stantially all of the operating time of 
the premises, facilities or equipment in 
the expected useful life of the premises, 
facilities or equipment for the prosecu- 
tion of scientific research and experi- 
mental development in Canada, or 


(II) that all or substantially all of the 

value of the premises, facilities or 

equipment would be consumed in the 

prosecution of scientific research and 

experimental development in Canada, 
(ii) the acquisition of property that is qualified 
property within the meaning assigned by sub- 
section 127(9) of the Act, or 


poe) 


Reg. 2902(b)(iii) 


(iii) the acquisition of property that has been 
used, or acquired for use or lease, for any pur- 
pose whatever before it was acquired by the 
taxpayer; 
(c) an expenditure made to acquire rights in, or 
arising out of, scientific research and experimen- 
tal development; or 


(d) an expenditure on scientific research and ex- 
perimental development in respect of which an 
amount is deductible under section 110.1 or sec- 
tion 118.1 of the Act; or 


(e) an expenditure of a current or capital nature, 
to the extent that the taxpayer has received or is 
entitled to receive a reimbursement in respect 
thereof from 


(i) a person resident in Canada, other than 


(A) Her Majesty in right of Canada or a 
province, 


(B) an agent of Her Majesty in right of 
Canada or a province, 


(C) a corporation, commission or associa- 
tion that is controlled, directly or indirectly 
in any manner whatever, by Her Majesty 
in right of Canada or a province or by an 
agent of Her Majesty in right of Canada or 
a province, or 


(D) a municipality in Canada or a munici- 
pal or public body performing a function 
of government in Canada, or 


(ii) a person not resident in Canada to the ex- 
tent that the said reimbursement is deductible 
by the person in computing his taxable in- 
come earned in Canada for any taxation year. 


History: Cl. 2902(a)(i)(F) amended by P.C. 1995-16, subsec. 2(1), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable to expenses incurred after January 25, 1995. 


That portion of para. 2902(a) after subpara. (ii) repealed by P.C. 
1995-16, subsec. 2(2), January 11, 1995, Canada Gazette, Part I, 
January 25, 1995, applicable to taxation years beginning after Feb- 
ruary 22, 1994. 


Subpara. 2902(b)(i) amended by P.C. 1995-16, subsec. 2(3), Janu- 
ary 11, 1995, Canada Gazette, Part II, January 25, 1995, applicable 
to property acquired after December 2, 1992. 


Para. 2902(d) substituted by P.C. 1994-139, s. 5, January 27, 1994, 
Canada Gazette, Part Il, February 9, 1994, applicable to 1988 et 
seq. 


Subpara. 2902(b)(iii) substituted by P.C. 1988-390, s. 15, March 3, 
1988, Canada Gazette, Part Il, March 16, 1988, applicable in re- 
spect of property acquired after March 16, 1988, other than property 
acquired after that date pursuant to the terms of an agreement in 
writing to acquire the property entered into by the taxpayer on or 
before that date. 


That portion of para. 2902(a) following cl. (i)(H) and paras. 
2902(b), (c), (d) amended, and that portion of s. 2902 preceding cl. 
(a)(i)(B) and subparas. 2902(b)(i), (ii) substituted, by P.C. 1986- 
2770, paras 3(e), (f) and s. 6, December 11, 1986, Canada Gazette, 
Part II, December 24, 1986, applicable to expenditures made in tax- 
ation years ending after May 23, 1985. 


Cl. 2902(a)(i)(C) substituted by P.C. 1986-1048, s. 3, May 1, 1986, 
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Canada Gazette, Part Il, May 14, 1986, applicable to bills drawn 
after June 1984. 


S. 2902 added by P.C. 1978-2917, s. 3, September 27, 1978, Can- 
ada Gazette, Part II, October 11, 1978, effective for the period com- 
mencing with the 1977 taxation year. 


Interpretation Bulletins: IT-104R2: Deductibility of fines or 
penalties; IT-151R4: Scientific research and experimental develop- 
ment expenditures. 


Application Policies: SR&ED 94-02: Expenditures of sole-pur- 
pose SR&ED performers — para. 37(8)(a) of the Act and 2902(a) 
of the Regulations. 


2903. Special-purpose buildings — For the pur- 
poses of this Part and paragraph 37(8)(d) of the Act, 
a special-purpose building is a building the working 
areas of which are designed and constructed to have 
a displacement in any direction of not more than .02 
micrometre and to have, per .028 cubic metre of in- 
terior airspace, 


(a) not more than 350 airborne particles of a size 
less than or equal to .1 micrometre in diameter 
and no airborne particles of a size greater than .1 
micrometre in diameter, 


(b) not more than 75 airborne particles of a size 
less than or equal to .2 micrometre in diameter 
and no airborne particles of a size greater than .2 
micrometre in diameter, 


(c) not more than 30 airborne particles of a size 
less than or equal to .3 micrometre in diameter 
and no airborne particles of a size greater than .3 
micrometre in diameter, or 


(d) not more than 10 airborne particles of a size 
less than or equal to .5 micrometre in diameter 
and no airborne particles of a size greater than .5 
micrometre in diameter. 

History: The opening words of s. 2903 amended by P.C. 1995-16, 


s. 3, January 11, 1995, Canada Gazette, Part II, January 25, 1995, 
applicable to taxation years ending after December 2, 1992. 


S. 2903 added by P.C. 1991-2028, October 24, 1991, Canada Ga- 
zette, Part Il, November 6, 1991, applicable in respect of buildings 
that were acquired or in respect of which rental expenses were in- 
curred after 1987. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


Part xxx — Communication 
of Information 


History: The heading preceding s. 3000 of Part XXX substituted 
by P.C. 1985-465, subsec. 15(1), February 14, 1985, Canada Ga- 
zette, Part II, March 6, 1985, effective commencing March 30, 
1983. 


Part XXX was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


3000. [Revoked] 


History: S. 3000 revoked by P.C. 1993-1943, December 2, 1993, 
Canada Gazette Part II, December 15, 1993. 


Para. 3000(b) substituted by P.C. 1991-1740, September 19, 1991, 
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Canada Gazette Part Il, October 9, 1991. 


3001. [Revoked] _ 


History: S. 3001 revoked by P.C. 1993- 1943, December 2, 1993, 
Canada Gazette Part II, December 15, 1993. > 


Para. 3001(a) substituted by P.C. 1990- 2780, s. 13, December 20, 


1990, Canada Gazette, Part H, yey 16, 1991, applicable after 


March 1987. 


S. 3001 added by P.C. 1985-465, subsec..15(2), Babies 14, 1985, 
Canada Gazette, Part II, March 6, 1985, effective commencing 
March 30, 1983. ; 


3002. [Revoked]. 


History: S. 3002 revoked by P.C. 1993-1943, December 2, $993: 
Canada Gazette Part Il, December 15, 1993. 


S. 3002 added by P.C. 1989-1780, eyed gs 21, 1989, Canada 
Gazette, Part II, October 11, 1989. 


3003. Prescribed laws of a province — For the | 


purposes of paragraph)122.64(2)(a) of the Act, the 
following are prescribed laws of a province: 
(a) in respect of the Province of Quebec; 


(i) An Act Respecting Family Assistance Al- 
lowances, R.S.Q. 1977, c. A-17, and 


(ii) An Act Respecting the Québec Pension 
Plan, R.S.Q. 1977; c. R-9: 
(b) in respect of the Province of Manitoba, 


(i) The Social Services Administration Act, 
C.C.S.M., c. $165, as it relates to the Child 
Related Income Support Program, 


(ii). The Social. Allowances Act, C.C.S.M., c. 
~ $160, as it relates to 


(A) the Social Allowances Program, and 


(B) the Municipal Assistance Program, and. 


(iii) The Community Child Day Care Stan- 
dards Act, C.C.S.M., c. $158, as it relates to 
the Child Day Care Program; 

(c) in respect of the Province of Saskatchewan, 
(i) The Child Care Act, S.S. 1989-90, c. C-7.3, 
(ii) The Saskatchewan Assistance Act, R.S.S. 
1978; ‘ec. S-8, as it relates to 

(A) the Family Income Plan, and 

(B) the Saskatchewan Assistance Plan, and 
(ii) The Saskatchewan Income Plan Act, S.S. 
1986, c. S-25.1; 


(d) in respect of the Province of British Colum- 
bia, the. Guaranteed Available: Income for Need 
Act, R.S.B.C. 1979, c. 158; and 


(e) in respect of the Province of Alberta, the So- 
cial Development Act, R.S.A. 1980, c. S-16. 


History: Paras. 3003(d) and (e) added by P.C. 1994-1658, October 
6, 1994, Canada Gazette, Part I, October 19, 1994. 


Subparas. 3003(b)(ii) and (iii) added by P.C. 1994-560, April 14, ° 


1994, Canada Gazette, Part II, May 4, 1994. 


Subpara: 3003(a)(ii) added by P.C. 1993-538, March 23, 1993, Can- 
ada Gazette, Part TI, April 7, 1993. 
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S. 3003 added by P.C. 1992-2653, December 17, 1992, Canada Ga- 
zette, Part IL, January 13, 1993, effective commencing December 
21, 1992. 


Part XXXI — [Revoked] 


History: Part XXXI revoked by P.C. 1984-3789, s. 11, November 
29, 1984, Canada Gazette, Part Il, December 12, 1984. 


Part XXXI was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part Il, August 8, 1979. 


Part Xxxil — Prescribed 
Stock Exchanges and 
Contingency Funds 


History: The heading for Part XXXII amended by P.C. 1985-2277, 
s. 7, July 24, 1985, Canada Gazette, Part II, August 7, 1985, effec- 
tive November 13, 1981. 


Part XXXII was consolidated by the Consolidated Regulations of 


Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 


1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


3200. Stock exchanges in Canada — The fol- 
lowing stock exchanges in Canada are hereby pre- 
scribed for the purposes of paragraph 13(27)(f), 
clause 19(5)(b)(v)(C) [19(5)“Canadian newspaper or 
periodical”(e)(iii)], paragraph 47.1(28)(c), subpara- 
graph 48.1(1)(a)(ii), sections 87 and 89, subsection 
112(2.2), sections 146, 146.3, 149.1, 187.3 and 204, 
subsection 206(1) and sections 206.1 and 207.5 of 
the Act, and of the definitions “grandfathered share” 
and “term preferred share” in subsection 248(1) of 
the Act ‘and the definition “qualified security” in sub- 
section 260(1) of the Act and paragraphs 4900(1)(b) 
and (e): 

(a) Alberta Stock Exchange; 

(b) Montreal Stock Exchange; 

(c) Toronto Stock Exchange; 

(d) Vancouver Stock Exchange; and 


(ce) Winnipeg Stock Exchange. 
Related Provisions: Canada-U.S. tax treaty, Art. 
A:S(a)(ii) — Meaning of “recognized stock exchange”. 
History: That portion of s. 3200 preceding para. (a) substituted by 
P.C. 1994-139, s. 6, January 27, 1994, Canada Gazette, Part I, Feb- 
ruary 9, 1994, applicable after 1985, except that the section shall be 
read: 

(a) before 1990, without reference to para. 13(27)(f) of the Act; 

(b) before 1989, without reference to cl. 19(5)(b)(v)(C). of the 

Act; 

(c) before the 1991 taxation year, without reference to subpara. 

48.1(1)(a)Gi) of the Act; 

(d) before the 1986 taxation year, as if the reference to ss. 87 

and 89 were a reference to ss. 70, 87 and 89 of the Act: 

(e) before October 9, 1986, without reference to s. 207.5 of the 

Act; 

(f) before April 27, 1989, without reference to the definition 

“qualified security” in subsec. 260(1) of the Acct. 


That portion of s. 3200 preceding para. (a) substituted by P.C. 1989- 
1565, s. 1, August 14, 1989, Canada Gazette, Part II, August 30, 
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1989, applicable after June 18, 1987. 


That portion of s. 3200 preceding para. (a) substituted by P.C. 1988- 
390, s. 16, March 3, 1988, Canada Gazette, Part Il, March 16, 1988, 
effective January 1, 1986, except that the reference to subsec. 
206(1) and s. 206,1-is applicable to periods occurring after October 
31, 1985. 


All that portion of s. 3200 preceding para. (a) substituted by P.C. 
1985-2277, s. 8, July 24, 1985, Canada Gazette, Part II, August 7, 
1985, effective November 13, 1981. 


All that portion of s. 3200 preceding para. (a) substituted by P.C. 
1984-3789, s. 12, November 29, 1984, Canada Gazette, Part II, De- 
cember 12, 1984. 


All that portion of s. 3200 preceding para. (a) substituted by P.C. 
1981-2518, s. 1, September 16, 1981, Canada Gazette, Part II, Oc- 
tober 14, 1981, effective January 1, 1981. 


S. 3200 substituted by P.C. 1980-2225, s. 1, August 27, 1980, Can- 
ada Gazette, Part II, September 10, 1980, effective for 1977 et seq. 


S. 3200 substituted by P.C. 1980-422, February 8, 1980, Canada 
Gazette, Part Il, February 27, 1980, effective December 6, 1979. 


3201. Stock exchanges outside Canada — 
The following stock exchanges in countries other 
than Canada are hereby prescribed for the purposes 
of paragraph 13(27)(f) and sections 149.1, 204, 
206.1 and 207.5 of the Act, and of the definition 
“srandfathered share” in subsection 248(1) of the 
Act and the definition “qualifiedsecurity” in subsec- 
tion 260(1) of the Act: 


(a) in Australia, the Australian Stock Exchange; 
(b) in Belgium, the Brussels Stock Exchange; 
(c) in France, the Paris Stock Exchange; 

(d) in Germany, the Frankfurt Stock Exchange; 


(e) in Hong Kong, the Hong Kong Stock 
Exchange; . 


(f) in Italy, the Milan Stock Exchange; ~ 
(g) in Japan, the Tokyo Stock Exchange; 
(h) in Mexico, the Mexico City Stock Exchange; 


(i) in the Netherlands, the Amsterdam Stock 
Exchange; 


(j) in New Zealand, the New Zealand Stock 
Exchange; 


(k) in Singapore, the Singapore Stock Exchange; 
(1) in Spain, the Madrid Stock Exchange; 
(m) in Switzerland, the Zurich Stock Exchange, 


(n) in the United Kingdom, the London Stock Ex- 
change; and 


(o) in the United States, 
(i) the American Stock Exchange, 
(ii) the Boston Stock Exchange, 
(iii) the Chicago Board of Options, 
(iv) the Chicago Board of Trade, 
(v) the Cincinnati Stock Exchange, 
(vi) the Intermountain Stock Exchange, 


Income Tax Regulations 


(vii) the Midwest Stock Exchange, 


(viii) the National Association of Securities 
Dealers Automated Quotation System, 


(ix) the New York Stock Exchange, 
(x) the Pacific Stock Exchange, 
(xi) the Philadelphia Stock Exchange, and 


(xii) the Spokane Stock Exchange. 


Related Provisions: Canada-U.S. tax treaty, Art. XXIX 
A:5(a)(ii) — Meaning of “recognized stock exchange”. 


History: That portion of s. 3201 preceding para. (a) substituted by 
P.C. 1994-139, s. 7, January 27, 1994, Canada Gazette, Part Il, Feb- 
ruary 9, 1994, applicable after October 8, 1986, except the section 
shall be read: 


(a) before 1990, without reference to para. 13(27)(f) of the Act, 
and 


(b) before April 27, 1989, without reference to the definition 
“qualified security” in subsec. 260(1) of the Act. 


S. 3201 substituted by P.C. 1994-101, January 20, 1994, Canada 
Gazette, Part Il, February 9, 1994, applicable to 1991 er seq. 


Para. 3201(a.1) added by P.C. 1992-2334, s. 1, November 19, 1992, 
Canada Gazette, Part Il, December 2, 1992, applicable to 1991 et 
Seq. 

That portion of s. 3201 preceding para. (a) substituted by P.C. 1989- 
1565, s. 2, August 14, 1989, Canada Gazette, Part II, August 30, 
1989, applicable after June 18, 1987. 


Subpara. 3201(c)(vi.1) added by P.C. 1989-150, February 9, 1989, 
Canada Gazette, Part Il, March 1, 1989, applicable after 1988. 


That portion of s. 3201 preceding para. (a) substituted by P.C. 1988- 
390, s. 17, March 3, 1988, Canada Gazette, Part II, March 16, 1988, 
effective January 1, 1986, except that the reference to s. 206.1 is 
applicable to periods occurring after October 31, 1985. 


That portion of s. 3201 preceding para. (a) substituted by P.C. 1986- 
1048, s. 4, May 1, 1986, Canada Gazette, Part Il, May 14, 1986, 
applicable to taxation years commencing after 1983. 


All that portion of s. 3201 preceding para. (a) substituted by P.C. 
1981-2518, s. 3, September 16, 1981, Canada Gazette, Part II, Oc- 
tober 14, 1981, effective January 1, 1981. 


3202. Contingency funds — For the purposes of 
subparagraph 47.1(1)(1)(i) of the Act [repealed], the 
National Contingency Fund is a prescribed contin- 
gency fund. 


History: S. 3202 added by P.C. 1985-2277, s. 9, July 24, 1985, 
Canada Gazette, Part II, August 7, 1985, effective November 13, 
1981. 


Part XXXIIl — Tax Transfer 
Payments 


History: Part XXXIII was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, 
August 8, 1979. 


3300. For the purposes of subsection 154(2) of the 
Act, a rate of 45 per cent is hereby prescribed. 
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Part Xxxiv — International’ 
Development Assistance — 
.»..Programs | 
History: Part XXXIV was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 


1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, 
August 8; 1979. if mt 


3400. For the. purposes. of. paragraphs 122.3(1)(a) 
and 250(1)(d).of the Act,:each international. develop- 
ment assistance program of the Canadian Interna- 
tional Development Agency that is financed with 
funds (other than loan assistance funds) provided 


under External Affairs Vote 30a, Appropriation Act | 


No. 3, 1977-78; or another vote providing for such 
financing, is hereby prescribed’ as an international 
development assistance program of the Government 
of ‘Canada. 


History: S. 3400 substituted by 1985-2277, s. 10, Juiy 24, 1985, 
Canada Gazette, Part II, August 7, 1985, applicable to 1984 et seq. 


Selected Cases [s. 3400]: Bell v. Canada, [1996] 2 C.T.C. 2191 
(FCC) (Shifting onus of proving program qualified to Minister). 


Interpretation Bulletins: IT-497R3: Overseas employment tax 
credit. tacit 


Part Xxxv — Receipts for 
Donations and Gifts 


History: Part XXXV was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934; July. 19, 1979, Canada Gazette; Part II, 
August 8, 1979. 
Interpretation Bulletins: IT-110R2: Deductible gifts and. official 
donation receipts; IT-171R2: Non-resident individuals — computa- 
tion of taxable income earned in Canada and non-refundable tax 
credits; IT-226R: Gift to a charity of a residual interest in real prop- 
erty or an equitable interest ina trust; IT-288R2: Gifts of tangible 
Capital properties to a charity and others; IT-504R2: Visual artists 
and writers. . ’ 

Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


3500. Interpretation’ — In this Part, 


“employees’ charity trust’? means a registered char- 
ity that is organized for the purpose of remitting, to 
other registered charities, donations that’are col- 
lected from employees by an employer; 

History: “Employees” charity trust” substituted by P:G..1994-139, 


s. 8, January 27, 1994, Canada Gazette, Part II, February 9, 1994, 
applicable to 1986 et seq. 


“official receipt” means:a receipt for the purposes 
of subsection 110.1(2) or (3) or 118.1(2), (6) or (7) 
of the Act, containing information as required by 
section 3501 or 3502; 

History: “Official receipt” substituted by P.C. 1994-139, s. 8, Janu- 
ary 27, 1994, Canada Gazette, Part II, February 9; 1994, applicable 
to 1988 et seq. 


“official receipt form’ means any printed form that 
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a registered organization or other recipient of a gift 
has that is capable, of being completed, or that origi- 
nally was intended. to be completed, as. an official re- 
ceipt by it; and 


“other recipient of a gift” means a person; to whom 
a gift is made by a taxpayer, referred to in any of 
subparagraphs 110.1(1)(a)Gii) to (vii), paragraphs 
110.1(1)(b) and (c), subparagraph .110.1(3)(a)(ii), 
paragraphs (c) to (g) of the definition “total charita- 
ble gifts” in subsection 118.1(1), the definition “total 
Crown gifts” in subsection 118.1(1), paragraph (b) 
of the definition “total ‘cultural gifts” in subsection 
118.1(1) and paragraph 118.1(6)(b) of the Act; 
History: “Other recipient of a gift” substituted by P.C. 1994-139, s. 
8, January 27,1994, Canada:Gazette, Part II, February 9, 1994, ap- 
plicable to 1988 et seg. except that in its application before Decem- 
ber 12, 1988 the reference. to “paragraph (b) of the definition “total 
cultural gifts” ” shall be read as “paragraph (c) of the definition “to- 
tal cultural gifts” ”. il : 


“registered organization” means a registered char- 


| ity, a registered Canadian amateur athletic associa- 


tion or a registered national arts service organization. 


History: “Registered organization” substituted by P.C: 1994-139, s. 
8, January 27, 1994, Canada Gazette, Part II, February 9, 1994, ap- 
plicable to 1988 et seg except ‘that before July 14, 1990; it shall be 
read as follows: 


“registered organization” means'a registered charity or a reg- 
istered Canadian amateur athletic association. 


“Official receipt” substituted by. P.C..1988-390, s. 18, March 3, 
1988, Canada Gazette, Part II, March 16, 1988, applicable with re- 
spect to gifts made after 1984..::.. .: 


“Official receipt” and “other recipient of a gift” substituted by P.C. 
1986-1048, .s. 5, May 1, 1986, Canada Gazette, Part Il, May 14, 
1986, applicable to gifts made. after February 15, 1984. 


Heading to Part XXXV, “official receipt’, “official receipt.form”, 
substituted, and “other recipient of a gift” added by P.C. 1981-841, 
s. I, subsecs. 2(1)-(3), March 26, 1981, Canada Gazette, Part II, 
April 8, 1981, applicable with respect to gifts made after 1980. 


3501. Contents of receipts — (1) Every official 
receipt issued by a registered organization shall con- 
tain a statement that it is an official receipt for in- 
come tax purposes, and shall show clearly, in such a 
manner that it cannot readily be altered, 


(a) the name and address in Canada of the organi- 
zation as recorded with the Minister;. a 


(b) the registration number assigned by the Min- 
ister to the organization; 


(c) the serial number of the receipt; 


(d) the place or locality where the receipt was 
issued; 


(e) where the donation is a.cash donation, the day 
on, which or the year during which, the donation 
was received; 


(e.1) where the donation is a gift of property 
_ other than cash 


(i) ‘the day on which thedonation was 
received, © 
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(ii) a brief description of the property, and 
(iii) the name and address of the appraiser of 
the property if an appraisal is done; 
(f) the day on which the receipt was issued where 
that day differs from the day referred to in para- 
graph (e) or (e.1); 
(g) the name and address of the donor including, 
in the case of an individual, his first name and 
initial; 
(h) the amount that is 
(i) the amount of a cash donation, or 


(ii) where the donation is a gift of property 
other than cash, the amount that is the fair 
market value of the property at the time that 
the gift was made; and 


(i) the signature, as provided in subsection (2) or 
(3), of a responsible individual who has been au- 
thorized by the organization to acknowledge 
donations. 


(1.1) Every official receipt issued by another recipi- 
ent of a gift shall contain a statement that it is an 
official receipt for income tax purposes and shall 
show clearly in such a manner that it cannot readily 
be altered, 
(a) the name and address of the other recipient of 
the gift; 
(b) the serial number of the receipt; 
(c) the place or locality where the receipt was 
issued; 
(d) where the donation is a cash donation, the day 
on which or the year during which the donation 
was received; 
(e) where the donation is a gift of property other 
than cash, 
(i) the day on which the donation was 
received, 
(ii) a brief description of the property, and 
(iii) the name and address of the appraiser of 
the property if an appraisal is done; 
(f) the day on which the receipt was issued where 
that day differs from the day referred to in para- 
graph (d) or (e); 
(g) the name and address of the donor including, 
in the case of an individual, his first name and 
initial; 
(h) the amount that is 
(i) the amount of a cash donation, or 
(ii) where the donation is a gift of property 
other than cash, the amount that is the fair 
market value of the property at the time that 
the gift was made; and 
(i) the signature, as provided in subsection (2) or 
(3.1), of a responsible individual who has been 
authorized by the other recipient of the gift to ac- 
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knowledge donations. 
Information Circulars: 84-3R4: Gifts in right of Canada, 


(2) Except as provided in subsection (3) or (3.1), 
every official receipt shall be signed personally by 
an individual referred to in paragraph (1){i) or 


(1.1)Q@). 


(3) Where all official receipt forms of a registered 
organization are 
(a) distinctively imprinted with the name, address 
in Canada and registration number of the 
organization, 
(b) serially numbered by a printing press or num- 
bering machine, and 
(c) kept at the place referred to in subsection 
230(2) of the Act until completed as an official 
receipt, 
the official receipts may bear a facsimile signature. 


(3.1) Where all official receipt forms of another re- 
cipient of the gift are 
(a) distinctively imprinted with the name and ad- 
dress of the other recipient of the gift, 
(b) serially numbered by a printing press or num- 
bering machine, 
(c) if applicable, kept at a place referred to in 
subsection 230(1) of the Act until completed as 
an official receipt, 


the official receipts may bear a facsimile signature. 


(4) An official receipt issued to replace an official 
receipt previously issued shall show clearly that it re- 
places the original receipt and, in addition to its own 
serial number, shall show the serial number of the 
receipt originally issued. 


(5) A spoiled official receipt form shall be marked 
“cancelled” and such form, together with the dupli- 
cate thereof, shall be retained by the registered or- 
ganization or the other recipient of a gift as part of 
its records. 


(6) Every official receipt form on which 


(a) the day on which the donation was received, 


(b) the year during which the donation was re- 
ceived, or 


(c) the amount of the donation, 


was incorrectly or illegibly entered shall be regarded 
as spoiled. 


History: Paras. 3501(1)(e), (f), (h), subsecs. 3501(2), (5) substi- 
tuted, subsecs. 3501(1.1), (3.1) added by P.C. 1981-841, s. 3, March 
27, 1981, Canada Gazette, Part Il, April 8, 1981, applicable with 
respect to gifts after 1980. 


3502. Employees’ charity trusts — Where 
(a) a registered organization 
(i) is an employees’ charity trust, or 
(ii) has appointed an employer as agent for the 
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purpose of remitting, to that registered organi- 
zation, donations that are collected by the em- 
ployer from the employer’s.employees, and 


(b) each copy of the return required by section 
200 to be filed for a year by an employer of em- 
ployees who donated to the registered organiza- 
tion in that year shows 


(i) the amount of each employee’s donations 
to the registered organization for the year col- 
lected by the employer, and . ) 


(1) the registration number assigned. by the 
Minister to the registered organization, 


section 3501 shall not apply and the copy of the por- 
tion of the return, relating to. each employee. who 
made a donation to the registered organization in that 
year, that is required by section.209 to be distributed 
to the employee for filing with the employee’s. in- 
come tax return shall be an official receipt. 

History: S. 3502 substituted by P.C. 1994-139, s. 10, January 27, 


1994, Canada Gazette, Part Il, February 9, 1994, applicable to 1986 
et seq. (i 


3503. Universities outside Canada — For the 


purposes of subparagraph 110.1(1)(a)(vi) and para- | 


graph (f) of the definition “total charitable gifts” ‘in 
subsection 118.1(1) of the Act, the universities 
outside Canada named in Schedule VIII are hereby 
prescribed to be universities the student body of 
which ordinarily includes students from Canada. 


Related Provisions: Canada-U:S. tax treaty, Art: XX1:6 — Gifts 
to U.S. universities. © j f 


History: S. 3503 amended by P.C. 1990-1332, s. 1, June 28, 1990, - 


Canada Gazette, Part Il, July 18, 1990, applicable to 1988 et seg. 


3504. Prescribed donees — For the purposes of 
subparagraph _.110.1(3)(a)@ii)... and. paragraph 
118.1(6)(b) of the Act, The Nature Conservancy, a 
charity established in the United States, is a pre- 
scribed donee. 

History: S. 3504 substituted by P.C. 1994-139, s. 11, January 27, 


1994, Canada Gazette, Part II, February 9, 1994, applicable to 1988 
et seq. 


S. 3504 added by P.C. 1986-1048, s. 6, May 1, 1986, Canada Ga- 
zette, Part Il, May 14, 1986, applicable to gifts made after February 
15, 1984. 


Interpretation Bulletins: Regs. 3500-3504 — See at beginning 
of Part XXXV. 


Information Circulars: Regs. 3500-3504 ‘“— See at beginning of 
Part XXXV. 


Part Xxxvi— Reserves for 
Surveys 


History: Part XXXVI was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part I, 
August 8, 1979. 


3600. (1) For the purpose. of paragraph 20(1)(0) of 
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the Act, the amount hereby prescribed is 


_ (a) for the third taxation year preceding the taxa- 
tion year during which a survey is scheduled to 
occur, the amount that is '/4 of the estimate of the 
expenses of the survey; 


(b) for the second taxation year preceding the tax- 
ation year during which a survey is scheduled to 
occur, the amount that is /2 of the estimate of the 
expenses of the survey; 


(c) for the first taxation year preceding the taxa- 
tion year during which a survey is scheduled to 
occur, the amount that is 3/4of the estimate of the 
expenses of the survey; and © 


(d) for the taxation year during which a survey is 
scheduled to occur, if the quadrennial or other 
special surveys have not, at the end of the year, 
been completed to the extent. that the vessel is 
permitted to proceed on a voyage, the amount re- 
maining after deducting from the estimate of the 
expenses of the survey the amount of expenses 
actually incurred in the year-in carrying out the 
survey. acs 


(2) In this section, 


“classification society” means a society or associa- 


| tion for the classification and registry of shipping ap- 


proved by the Minister. of Transport under the Can- 
ada Shipping Act... 


“estimate of the expenses of survey” means a fair 
and reasonable estimate, made by a taxpayer at the 
time of filing his return of income for the third taxa- 
tion year preceding the taxation year in) which a 
quadrennial survey is scheduled to occur, of the 
costs, charges and expenses which might be ex- 
pected to be necessarily incurred by him by reason 
of that survey and in respect of which he does not 
have or possess nor is he likely to have or possess 
any right of reimbursement, recoupment, recovery or 
indemnification from any other person or source; 


“inspector” means a steamship inspector appointed 
under Part VIII of the Canada Shipping Act. 


“quadrennial survey” means a periodical survey, 
not being an annual survey nor a survey coinciding 
as to time with the construction of a vessel, in accor- 
dance with the rules ofa classification society or, an 
extended inspection, not being an annual inspection 
nor an inspection coinciding as to time with the con- 
struction of a vessel, pursuant to the provisions of 
the Canada Shipping Act, and the regulations 
thereunder; 


“survey” means the drydocking of a vessel, the ex- 
amination and inspection of its hull; boilers, machin- 
ery, engines and equipment by:an inspector or a sur- 
veyor and everything done to such vessel, its hull, 
boilers, machinery, engines and equipment pursuant 
to'an order, requirement or recommendation given or 
made by the inspector or surveyor as the result of the 
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examination and inspection so that a safety and in- 
spection certificate might be issued in respect of the 
vessel pursuant to the provisions of the Canada 
Shipping Act, and the regulations thereunder or, as 
the case may be, so that the vessel might be entitled 
to retain the character assigned to it in the registry 
book of a classification society; 


“surveyor” means a surveyor to a classification 
society. 


Part Xxxvil — Charitable 
Foundations 


History: Part XXXVII (ss. 3700-3702) added by P.C. 1987-2236, 
s. 1, October 29, 1987, Canada Gazette, Part II, November 11, 
1987, applicable with respect to taxation years commencing after 
1983. 


History [former Part XXXVII]: Former Part XXXVII (Social 
Assistance Payments) was revoked by P.C. 1984-3789, s. 13, No- 
vember 29, 1984, Canada Gazette, Part II, December 12, 1984, ap- 
plicable to 1982 et seq. 


Former Part XXXVII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
83/1979: 


3700. Interpretation — In this Part, 


“charitable foundation” has the meaning assigned 
by paragraph 149.1(1)(a) [149.1(1)“charitable foun- 
dation’’] of the Act; 


“limited-dividend housing company” means a lim- 
ited-dividend housing company described in para- 
graph 149(1)(n) of the Act; 


“non-qualified investment” has. the meaning as- 
signed by paragraph 149.1(1)(e.1) [149.1(.)"non- 
qualified investment’’] of the Act; 


“prescribed stock exchange” means a stock ex- 
change referred to in Part XXXII; 


“taxation year” has the meaning assigned by para- 
graph 149.1(1)d) [149.1(1)“taxation year”’] of the 
Act. 


3701. Disbursement quota — (1) For the pur- 
poses of clause 149.1(1)(e)(iv)(A) [149.1(1)“dis- 
bursement quota”’D] of the Act, the prescribed 
amount referred to therein for a taxation year of a 
charitable foundation shall be determined in accor- 
dance with the following rules: 


(a) choose a number, not less than two and not 
more than eight, of equal and consecutive periods 
that total twenty-four months and that end imme- 
diately before the beginning of the year; 


(b) aggregate for each period chosen under para- 
graph (a) all amounts, each of which is the value, 
determined in accordance with section 3702, of 
property or a portion thereof owned by the foun- 
dation, and not used directly in charitable activi- 
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ties or administration, on the last day of the 
period; 

(c) aggregate all amounts, each of which is the 
aggregate of values determined for each period 
under paragraph (b); and 

(d) divide the aggregate amount determined 
under paragraph (c) by the number of periods 
chosen under paragraph (a). 


(2) For the purposes of subsection (1) and subject to 
subsection (3), 


(a) the number of periods chosen by a charitable 
foundation under paragraph (1)(a) shall, unless 
otherwise authorized by the Minister, be used for 
the taxation year and for all subsequent taxation 
years; and 

(b) a charitable foundation shall be deemed to 
have existed on the last day of each of the periods 
chosen by it. 


(3) The number of periods chosen under paragraph 
(1)(a) may be changed by the foundation for its first 
taxation year commencing after 1986 and the new 
number shall, unless otherwise authorized by the 
Minister, be used for that taxation year and all subse- 
quent taxation years. 


3702. Determination of value — (1) For the pur- 
poses of subsection 3701(1), the value of property or 
a portion thereof owned by a charitable foundation, 
and not used directly in charitable activities or ad- 
ministration, on the last day of a period shall be de- 
termined as of that day and shall be 


(a) in the case of a non-qualified investment, the 
greater of its fair market value on that day and its 
cost amount to the foundation; 


(b) subject to paragraph (c), in the case of prop- 
erty other than a non-qualified investment that is 


(i) a share of a corporation that is listed on a 
prescribed stock exchange, the closing price 
or the average of the bid and asked prices of 
that share on that day or, if there is no closing 
price or bid and asked prices on that day, on 
the last preceding day for which there was a 
closing price or bid and asked prices, 


(ii) a share of a corporation that is not listed 
on a prescribed stock exchange, the fair mar- 
ket value of that share on that day, 


(iii) an interest in real property, the fair mar- 
ket value on that day of the interest less the 
amount of any debt of the foundation incurred 
in respect of the acquisition of the interest and 
secured by the real property or the interest 
therein, where the debt bears a reasonable rate 
of interest, 


(iv) a contribution that is the subject of a 
pledge, nil, 


(v) an interest in property where the founda- 
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tion does not have the present use or enjoy- 
ment of the interest, nil, 


(vi) a life insurance policy, other than’ an an- 
nuity contract, that has not matured, nil, and 


(vii) a property not described in any of sub- 
paragraphs (i) to (vi), the fair market value of 
the property on that day; and 


(c) in the case of any property described in para- 
graph (b) 
(i). that is.owned in connection with the chari- 
table activities of the foundation and is a share 
of a limited-dividend housing company or a 
loan, 


(ii) that has ceased to be used for charitable 
purposes and is being held pending disposi- 
tion or for use in charitable activities, or 

(iii) that has been acquired for use in charita- 
ble activities, 


the lesser of the fair market value of the property 
on that day and an amount determined by the 
formula 


A y 12 
045 B 
where 
A. is the income earned on the property in the pe- 
riod, and 


B is the number of months in the period. 


(2) For the purposes of subsection (1), a method that 
the Minister may accept for the determination of the 
fair market value of property or a portion thereof on 
the last day of a period is an independent appraisal 
made 


(a) in the case of property described in subpara- 
graph (1)(6)(ii) or (iii), not more than three years 
before that day; and 

(b) in the case of property described in paragraph 
(1)(a), subparagraph (1)(b)(vii) or paragraph 
(1)(c), not more than one year before that day. 


Part XXXvill— Social 
Insurance Number 
Applications 


History: Part XXX VIII was consolidated by. the Consolidated Reg- 
ulations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C, 1979-1934, July 19, 1979, Canada Gazette, Part I, 
August 8, 1979. 


3800. Every individual who is required by subsec- 
tion 237(1) of the Act to apply to the Minister of 
Human Resources Development for assignment to 
him of a Social Insurance Number shall do so by de- 
livering or mailing to the local office of the Canada 
Employment Insurance Commission nearest to the 
individual’s residence, a completed application in 
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the form prescribed by the Minister for that purpose. 


History: S. 3800 amended by 1996, c. 11, ss. 96 and 100, to substi- 
tute “Minister of Human Resources Development” for “Minister of 
National Health and Welfare”, and substitute “Canada Employment 
Insurance Commission” for “Canada Employment and Immigration 
Commission”, in force July 12, 1996. 


Information Circulars: 82-2R2: SIN legislation that telates to the 
preparation of information slips. 


Part XXxIxX — Mining Taxes 


on Income 


History: Part XXXIX (s. 3900) added by P.C. 1978-1315, s. 13, 
April 20, 1978, Canada Gazette, Part Il, May 10, 1978. 


3900. (1) In computing his income for a taxation 
year, a taxpayer may deduct, under paragraph 
20(1)(v) of the Act, an amount equal to the lesser of 


(a) the aggregate of the taxes paid, in respect of 
his income derived from mining operations in a 
province for the year, 


(i) to the province, and 
(ii) to.a municipality in the province in lieu of 
taxes on property or any interest in property 


(other than his residential property or any in- 
terest therein); and 


(b) that proportion of such taxes that his income 
derived from mining operations in the province 
for the year is of his income in respect of which 
the taxes were so paid. 


(2) In this section, 


“income derived from mining operations” in a 
province for a taxation year by a taxpayer means, 


(a) where the taxpayer has no source of income 
other than mining operations, the amount. that 
would otherwise be his income for the year if no 
amount had been deducted in computing his in- 
come under paragraph 20(1)(v) of the Act or par- 
agraph 1100(1)(g) of these Regulations, and 


(b) in any other case, the amount that would oth- 
erwise be his income for the year if no amount 
had been deducted in computing his income 
under paragraph 20(1)(v) of the Act or paragraph 
1100(1)(g) of these Regulations, minus the aggre- 
gate of 


(i) his income for, the. year from all sources 
other than mining, processing and sale of min- 
eral ores, minerals and products. produced 
therefrom, and 


(ii) an amount equal to eight per cent of the 
original cost to him of properties described in 
Schedule II used by him in the year in the 
processing of mineral ores, minerals or prod- 
ucts derived therefrom or, if the amount so de- 
termined is greater than 65 per cent of the in- 
come remaining after deducting the amount 
determined under subparagraph (i), 65 per 
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cent of the income so remaining or, if the 
amount so determined is less than 15 per cent 
of the income so remaining, 15 per cent of the 
income so remaining; 


“mine” includes any work or undertaking in which 
mineral ore is extracted or produced, including a 


quarry; 
“mineral ores” includes all unprocessed minerals or 
mineral bearing substances; 


“minerals” means minerals other than minerals ob- 
tained from a mineral resource but does not include 
petroleum, natural gas or related hydrocarbons, 


“mining operations” means the extraction or pro- 
duction of mineral ore from or in any mine or its 
transportation to or over any part of the distance to 
the point of egress from the mine, including process- 
ing thereof prior to or in the course of such transpor- 
tation but not including any processing thereof after 
removal from the mine; 


“processing” as applied to mineral ores includes all 
forms of beneficiation, smelting and refining, trans- 
portation and distributing but does not include any of 
these operations that are performed with respect to 
mineral ore before it is removed from the mine. 


(3) Nothing in this section shall be construed as al- 
lowing a taxpayer to deduct an amount in respect of 
taxes imposed under a statute or bylaw that is not 
restricted to the taxation of persons engaged in min- 
ing operations. 


Part XL — Borrowed Money 
Costs 


History: Part XL was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part I, August 
8, 1979. 


4000. [Revoked] 


History: S. 4000 and heading revoked by P.C. 1981-744, March 
19, 1981, Canada Gazette, Part Il, April 8, 1981, effective in re- 
spect of taxation years ending after December 11, 1979. 


Heading to s. 4000 added by P.C. 1979-236, s. 1, February 1, 1979, 
Canada Gazette, Part II, February 28, 1979. 


4001. Interest on insurance policy loans — 
For the purposes of subsection 20(2.1) of the Act, 
the amount of interest to be verified by the insurer in 
respect of a taxpayer shall be verified in prescribed 
form no later than the last day on which the taxpayer 
is required to file his return of income under section 
150 of the Act for the taxation year in respect of 
which the interest was paid. 

History: S. 4001 substituted by P.C. 1984-776, March 8, 1984, 


Canada Gazette, Part II], March 21, 1984, applicable to taxation 
years ending after 1983. 


S. 4001 substituted by P.C. 1979-1726, June 21, 1979,’ Canada Ga- 
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zette, Part II, July 11, 1979, effective in respect of 1978 et seq. 


S. 4001 added by P.C. 1979-236, February 1, 1979, Canada Ga- 
zette, Part Il, February 28, 1979, substituted by P.C. 1979-1726, 
June 21, 1979, Canada Gazette, Part Il, July 11, 1979, effective in 
respect of 1978 et seq. 


Forms: T2210: Verification of policy loan interest by the insurer. 


Part XLI— Representation 
Expenses 


History: Part XLI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
8, 19783 


4100. For the purposes of subsection 20(9) of the 
Act, an election shall be made by filing with the 
Minister the following documents in duplicate: 


(a) a letter from the taxpayer specifying the 
amount in respect of which the election is being 
made; and 


(b) where the taxpayer is a corporation, a certi- 
fied copy of the resolution of the directors author- 
izing the election to be made. 


Part XLII — Valuation of 
Annuities and Other 
Interests 


History: Part XLII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
8, 1979. 


4200. For the purposes of subparagraph 115E(f)(i) of 
the former Act (within the meaning assigned by par- 
agraph 8(b) of the Income Tax Application Rules), 
the value of any income right, annuity, term of years, 
life or other similar estate or interest in expectancy 
shall be determined in accordance with the rules and 
standards, including standards as to mortality and in- 
terest, as are prescribed by the Estate Tax Regula- 
tions pursuant to the provisions of subparagraph 
58(1)(s)(i) of the Estate Tax Act. 


History: S. 4200 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part II, November 30, 1994. 


Part XLilli— Interest Rates 


History: Part XLIII (ss. 4300, 4301) substituted by P.C. 1987- 
2251, s. 1, November 6, 1987, Canada Gazette, Part Il, November 
25, 1987, applicable with respect to any interest to be calculated in 
respect of a period after 1983. 


Part XLIII was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


4300. Interpretation — For the purposes of) this 
Part, “quarter” means any of the following periods in 
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a calendar year: 
(a) the period beginning on January 1 and ending 
on March 31; | 
(b) the period beginning on April 1 and ending on 
June 30; | 
(c) the period beginning on July 1 and ending on 
September 30; and 


(d) the period beginning on October 1 and ending 


on December.31. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from.loans or debt. 


History [former Reg: 4300]: Subsec. 4300(11) added by P.C. 
1986-1048, s..7, May 1, 1986, Canada Gazette, Part II, May 14, 
1986, applicable to taxation years commencing after 1983. 


Subsecs. 4300(9) and (10) added by P.C. 1985-2277, s. 11, July: 24, 


1985, Canada Gazette, Part II, effective as to subsec. 4300(9) com- — 


mencing July 1, 1983 and as to subsec. 4300(10) commencing Oc- 
tober 1, 1983. 


Paras. 4300(1)(1), (2)G), (3)(h), (4)(k), (5)(h), (6)(h), (7)(e) and sub- | 


sec. 4300(8) substituted, and paras. 4300(1)(m), (2)(k), (3)q), (4)0), 
(5)G), (6)G), (7)(f) added by P.C. 1984-1551, May 10, 1984, Can- 
ada Gazette, Part II, May 30, 1984, effective January 1, 1984. 


Subsecs. 4300(7) and (8) added by P.C. 1983-1643, s. 1, June 2, 
1983, Canada Gazette, Part II, June 22, 1983: subsec. 4300(7). ef- 
fective from January 1, 1982 and subsec. 4300(8) effective from 
April 29, 1983. 


Paras. 4300(1)(k), (2)(@), (3)(g), (4)G), (5)(g) and (6)(g) substituted, 
and paras. 4300(1)(1), (2)G), (3)(h), (4)(k), (5)(h) and (6)(h) added 
by P.C. 1983-740, March 10, 1983, Canada Gazette, Part II, March 
23, 1983, effective April 1, 1983. 


Paras. 4300(1)(), (2)(h), (3), (4)@), (5)(f), (6)(f) substituted, and 
paras. 4300(1)(k), (2)(i); (3)(g), 4G), )(g), (6)(g) added by P.C. 
1982-3810, December 9, 1982, Canada Gazette, Part II, December 
22, 1982, effective January 1, 1983. 


Paras. 4300(1)(i), (2)(g), 3)(e), (4)(h), (5)(e), (6)(e) substituted, and 
paras. 4300(1)@), (2)(b), (3), (4)G@), (5)(f), (6)(f) added by P.C. 
1982-1742, June 10, 1982, Canada Gazette, Part II, June 23, 1982, 
effective July 1, 1982. 


Paras. 4300(1)(h), (2)(f), (3)(d), (4)(g), (5)(d), (6)(d) substituted and 
paras. 4300(1)(i), (2)(g), (3)(e), (4)(h), (5)(e), (6)(e) added by P.C. 
1982-772, March 11, 1982, Canada Gazette, Part II, March 24, 
1982, effective April 1, 1982. 


Paras. 4300(1)(g), (2)(e), (3)(c), (4)(f), (5)(c), (6)(c) substituted and 
paras. 4300(1)(h), (2)(f), (3)(d), (4)(g), (5)(d), (6)(d). added by P.C. 
1981-3593, December 17, 1981, Canada Gazette, Part II, January 
13, 1982, effective January 1, 1982. 


Paras. 4300(1)(f), (2)(d), (3)(b), (4)(e), (5)(b), (6)(b) substituted, pa- 
ras. 4300(1)(g), (2)(e), (3)(c), (4)(f), (5)(c), (6)(c) added by P.C. 
1980-3285, s. 1, December 4, 1980, Canada Gazette, Part II, De- 
cember 24, 1980, effective January 1, 1981; paras. (6)(b), (c) effec- 
tive for 1981 et seq. 


Paras. 4300(1)(e), (2)(c), (4)(d) and subsecs. 4300 (3), (5), (6) sub- 
stituted, and paras. 4300(1)(f), (2)(d), (4)(e) added by P.C. 1979- 
3410, December 13, 1979, Canada Gazette, Part Il, December 26, 
1979, effective January 1, 1980; subsec. 4300(6) effective for 1980 
et seq. 


Paras. 4300(1)(d), (e) substituted for para. 4300(1)(d) by P.C. 1978- 
3629, subsec. 2(1), November 30, 1978, Canada Gazette, Part II, 
December 13, 1978, effective January 1, 1979. 


Paras: 4300(2)(b), (c) substituted for para. 4300(2)(b) by P.C. 1978- 
3629, subsec. 2(2), November 30, 1978, Canada Gazette, Part I, 
December 13, 1978, effective January 1, 1979. 
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Paras. 4300(4)(c), (d). substituted for para: 4300(4)(c) by P.C. 1978- 
3629, subsec, 2(3), November 30, 1978, Canada Gazette, Part II, 
December 13, 1978, effective January 1, 1979. 


Subsecs. 4300(5), (6) added by P.C. 1978-3629, subsec. 2(4), No- 
vember 30, 1978, Canada Gazette, Part Il, December 13, 1978, 
subsec. 4300 (5) effective January 1,.1979,-subsec. 4300(6) applica- 
ble to 1979 et seq. 


4301. Prescribed: rate of interest — Subject to 
section 4302, for the purposes of 


(a) every provision of the Act that requires inter- 
est at a prescribed rate to be paid to the’Receiver 
General, the prescribed rate in effect during any 
particular quarter is the total of 


(i) the rate that is the simple arithmetic mean, 
expressed asa percentage per year and 
rounded to the next higher whole percentage 
where the mean is not a whole percentage, of 
all amounts each of which is the weekly aver- 
age equivalent yield, expressed.as a percent- 
age per year, of Government of Canada Trea- 
sury Bills that mature approximately three 
months after their date of issue and that are 
sold at a weekly auction of Government of 
Canada Treasury Bills during the first month 
of the quarter preceding the particular quarter, 
and 


(1) 4 per cent; 


(b) every provision of the Act that requires inter- 
est at a prescribed rate to be paid or applied on an 
amount payable by the Minister to a taxpayer, the 
prescribed rate in effect during any particular 
quarter is the total of 


(i) the rate determined under subparagraph 
(a)(i) in respect of the particular quarter, and 


(ii) 2 per cent; and 


(c) every other provision of the Act in which ref- 
erence is made to a prescribed rate of interest or 
to interest at a prescribed rate, the prescribed rate 
in effect during any particular quarter is the rate 
determined under subparagraph (a)(i) in respect 
of the particular quarter. 


History: S. 4301 substituted by P.C. 1995-926, June 13, 1995, s. 1, 
Canada Gazette, Part II, June 28, 1995, applicable to interest that is 
calculated in respect of periods after June 1995. For periods before 
July 1995, s. 4301 should be read as follows: _ 


4301. Prescribed rate’ of interest — For the purposes of 
every provision of the Act that requires interest at a pre- 
scribed rate to be paid to the Receiver General or to be paid 
or applied on an amount payable by the Minister to a tax- 
payer, the prescribed rate in effect during any particular quar- 
ter is the aggregate of 


(a) the rate that is the simple arithmetic mean, expressed 
as a percentage per year and rounded to the next highest 
whole percentage where the mean is not a whole percent- 
age, of all amounts each of which is the weekly average 
equivalent yield, expressed as a percentage per year, of 
Government of Canada Treasury Bills that mature ap- 
proximately three months after their date of issue and that 
are sold at a:weekly auction of Government of:Canada 
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Treasury Bills during the first month of the quarter im- 
mediately preceding the particular quarter, and 
(b) 2 per cent, 
and for the purposes of every other provision of the Act in 
which reference is made to a prescribed rate of interest or to 
interest at a prescribed rate, the prescribed rate in effect dur- 
ing any quarter is the rate determined under paragraph (a) in 
respect of that quarter. 
S. 4301 substituted by P.C. 1989-1792, September 21, 1989, Can- 
ada Gazette, Part II, October 11, 1989, applicable in respect of in- 
terest that is calculated in respect of periods after September 1989. 


Prescribed Interest Rates Per Annum 


Reg. Reg. Reg. 
Year Quarter 4301(c) 4301(b) 4301(a) 
Benefits Refunds Late tax 

% % % 

1984 1st, 2nd 10 10 10 
3rd 11 11 11 

4th 13 13 13 

1985 Ist 12 12 12 
2nd, 3rd, 4th 10 10 10 

1986 Ist 9 9 9 
2nd 11 11 1 

3rd 10 10 10 

4th 9 9 9 

1987 Ist 9 9 9 

2nd, 3rd 8 8 8 

4th 9 9 9 

1988 Ist, 2nd, 3rd 9 9 9 
4th 10 10 10 

1989 1st 11 11 11 
2nd 12 12 12 

3rd 13 13 13 

4th 13 15 15 

1990 lst, 2nd 13 15 15 
3rd, 4th 14 16 16 

1991 Ist 1 18) 15 
2nd 11 13 3 

3rd 10 12 12 

4th 9 11 11 

1992 Ist 9 11 11 
2nd 8 10 10 

3rd 1 9 9 

4th 6 8 8 

1993 Ist 8 10 10 
2nd 7 9 9 

3rd 6 8 8 

4th 3) oT. 7 

1994 1st 5) 7 7 

2nd 4 6 6 

3rd 6 8 8 

4th 7 9 9 

1995 1st 6 8 8 
2nd 8 10 10 

3rd 9 11 13 

4th 4 9 11 

1996 Ist 7 9 11 
2nd 6 8 10 

3rd, 4th 5 i 9 

1997 Ist 4 6 8 

2nd 3 5 ql 

3rd 4 6 8 


Interpretation Bulletins: IT-153R3: Land developers — Subdi- 
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vision and development costs and carrying charges on land; IT- 
243R4: Dividend refund to private corporations; IT-421R2: Benefits 
to individuals, corporations and shareholders from loans or debt. 


History [former Reg. 4301]: S. 4301 added by P.C. 1984-1551, 


May 10, 1984, Canada Gazette, Part II, May 30, 1984, effective 
January 1, 1984. 


4302. Notwithstanding section 4301, for the pur- 
poses of paragraph 16.1(1)(d) of the Act and subsec- 
tion 1100(1.1), the interest rate in effect during any 
month is the rate that is one percentage point greater 
than the rate that was, during the month before the 
immediately preceding month, the average yield, ex- 
pressed as a percentage per year rounded to two dec- 
imal points, prevailing on all outstanding domestic 
Canadian-dollar Government of Canada bonds on 
the last Wednesday of that month with a remaining 
term to maturity of over 10 years, as first published 
by the Bank of Canada. 

History: S. 4302 added by P.C. 1991-465, s. 4, March 14, 1991, 
Canada Gazette, Part Il, March 27, 1991, applicable in respect of 
leases entered into after 10:00 p.m. Eastern Daylight Saving Time, 
April 26, 1989, other than leases entered into pursuant to an agree- 
ment in writing entered into before that time under which the lessee 
thereunder has the right to require the lease of the property (and for 
these purposes a lease in respect of which a material change has 
been agreed to by the parties thereto effective at any particular time 
that is after 10:00 p.m. EDST, April 26, 1989 shall be deemed to 
have been entered into at that particular time). 


Prescribed Interest Rates for Leasing 
Rules 
For leases entered into before July 1989, the prescribed rate is 
11.2%. The rates applicable for leases entered into after that date 
are as follows: 
1989 1990 1991 1992 1993 1994 1995 


Jan. — 10.80 11.70 10.18 9.66 8.45 10.24 

Feb. — 10.69 11.51 9.97 9.54 8.12 10.16 

March — 11,045) » 1422 9.92 9.67 7.86 10.41 

April 11.20. 11.64 10.89 9.97 9.19 8.33 9.86 

May 11.20 11.91 10.88 10.28 9.27 9.25 9.70 

June 11.20 12.54 10.91 10.51 9.27 9.18 9.44 

July 10.85 11.86 10.91 10.17 9.12 9.55 9.11 

Aug. 10.60 11.72 11.36 9.87 8.96 10.29 9.02 

Sept. 10.62 11.78 11.17 9.21 8.79 10.50 9.50 

Oct. 10.62 11.83 10.97 9.19 8.40 9.89 9.24 

Nov. 10.91 12.54 10.59 9.53 8.55 10.04 9.11 

Dec. 10.54 12.15 10.12 9.33 8.35 10.29 9.11 
1996 yp O78 

Jan. 8.44 7.42 

Feb. 8.43 Tat 

March 8.35 8.07 

April 8.84 7.78 

May 8.94 7.97 

June 9.07 7.97 

July 8.92 7.95 

Aug. 8.98 

Sept. 8.86 

Oct. 8.60 

Nov. 8.48 

Dec. 7.81 


Part xLiv — Publicly-Traded 
Shares or Securities 


History: Part XLIV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
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$, 1979: 


4400. (1) For the purpose of section 24 and subsec- 
tion 26(11) of the Income Tax Application Rules, 


(a) a share or security named in Schedule VII is 
hereby prescribed to be a publicly-traded share or 
security; and 


(b) for each such share or security, the amount set 
out in Column Il-of Schedule VII opposite that 
share or security is hereby prescribed as the 
amount, if any, prescribed in respect of that 


property. 

(2) In Schedule VII, the abbreviation 
(a) “Cl” means “Class’’: 
(b) “Com” means “Common”; 
(c) “Cv” means “Convertible”; 
(d) “Cu” means “Cumulative”; 
(e) “Pc” means “Per Cent’; 


(f) “Pr” means “Preferred” or “Preference” as the 
case may be; 


(g) “Pt” means “Participating”; 
(h) “Rt” means “Right”; and 
(i) “Wt? means “Warrant”. 
History: The opening words of subsec. 4400(2) amended by P.C. 


1994-1817, s. 48, November 1, 1994, Canada Gazette, Part II, No- | 


vember 30, .1994. 


Part XLV — Elections in 
respect of Expropriation 
Assets 


History: Part XLV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


4500. Any election by a taxpayer under subsection 
80.1(1), (2), (4), (5), (6) or (9) of the Act shall be 
made on or before the day on or before which the 
return of income is required to be filed pursuant to 
section 150 of the Act for the taxation year in which 
the assets referred to in the particular election were 
acquired by him. 

Forms: T2079: Elections re expropriation assets. 


Part XLvVi— Investment Tax 
Credit 


History: Part XLVI was consolidated by the Consolidated Regula- - 


tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


Forms: T2038 (Ind.): Investment tax credit (Individuals); T2038 
(Corp): Investment tax credit (Corporations). 


4600. Qualified property — (1) Property is a pre- 
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scribed building for the purposes of the definition 

“qualified property” in subsection 127(9) of the Act 
if it is depreciable property of the taxpayer that is a 
building or grain elevator and it is erected on land 
owned or leased by the taxpayer, 


(a) that is included in Class 1, 3, 6, 20, 24 or 27 
or paragraph (c), (d) or (e) of Class 8 in Schedule 
; or 


(b) that is included or would, but for Class 28 or 
41 in Schedule TI, be included i in paragraph (g) of 
Class 10 in Schedule II. 


(2) Property is prescribed machinery and equipment 
for the purposes of the definition “qualified prop- 
erty” in subsection 127(9) of the Act if it is deprecia- 
ble property of the taxpayer (other than property re- 
ferred to in subsection (1)) that is 


(a) a property included in paragraph (k) of Class 
1 or paragraph (a) of Class 2 in Schedule II; 


(b) an oil or water storage tank; 


(c) a property included in Class 8 in Schedule II 
(other than railway rolling stock); 


(d) a vessel, including the furniture, fittings and 
equipment attached thereto; 


(€) a property included in paragraph (a) of Class 
10 or Class 22 or 38 in Schedule II (other than a 
car or truck designed for use on highways or 
streets); 
(f) notwithstanding paragraph (e), a logging truck 
acquired after March 31, 1977 to be used in the 
activity of logging and having a weight, including 
the weight of property the capital cost of which is 
included in the capital cost of the truck at the 
time of its acquisition (but for greater certainty 
not including the weight of fuel), in excess of 
16,000. pounds; 
(g) a property included in any of paragraphs (b) 
to (f), (h), Gj), (kK), (0), &),.() or (u) of Class 10 in 
Schedule II, or property included in paragraph (b) 
of Class 41 in Schedule II and that would other- 
wise be included in paragraph (j), (k), (r), (t) or 
(u) of Class 10 in Schedule II; 
(h) a property included in paragraph (n) of Class 
10, or Class 15, in Schedule II (other than a 
roadway); 
(i) a property included in any of paragraphs (a) to 
(f) of Class 9 in Schedule II; 
(j) a property included in Class 28 or paragraph 
(a) of Class 41 in Schedule II that would, but for 
that class or classes, as the case may be, be in- 
cluded in paragraph (k) or (r) of Class 10 in 
Schedule II; or ) 
(k) a property included in any of Classes 21, 24, 
27, 29, 34, 39, 40 and 43 in Schedule II. 
History: Para. 4600(2)(k) substituted by P.C. 1994-230, s. 3, Feb- 


ruary 10, 1994, Canada Gazette, Part II, February 23, 1994, appli- 
cable to property acquired after February 25, 1992. 
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Paras. 4600(1)(a), (b), (2)(a), (e), (g)s @, (O substituted by P.C. 
1989-2464, s. 6, December 14, 1989, Canada Gazette, Part II, Janu- 
ary 3, 1990, applicable in respect of property acquired after 1987. 
That portion of subsec. 4600(1) and of 4600(2) preceding para. (a) 
of each substituted by P.C. 1988-390, s. 19, March 3, 1988, Canada 
Gazette, Part II, March 16, 1988, applicable to 1985 et seg. 

Para. 4600(2)(g) substituted by P.C. 1981-3329, s. 13, November 
26, 1981, Canada Gazette, Part Tl, December 9, 1981, effective 
from January 1, 1981. 

Para. 4600(1)(b) substituted by. P.C. 1980-2081, s. 7, July 31, 1980, 
Canada Gazette, Part Il, August 13, 1980, effective August 15, 
1979. 

Heading to Part XLVI, para. 4600(2)(f) substituted by P.C. 1980- 
424, ss. 1, 2, February 8, 1980, Canada Gazette, Part Il, February 
27, 1980, effective November 17, 1978. 

Para. 4600(2)(g) substituted by P.C. 1980-168, January 11, 1980, 
Canada Gazette, Part Il, January. 23, 1980, effective commencing 
June: 13, 1979. 


Para. 4600(2)(f) added by P.C. 1978-344, s. 5, February 9, 1978, 
Canada Gazette, Part Il, February 22, 1978, effective after March 
SHS Tie 


Interpretation Bulletins: IT-411R: Meaning of “construction”. 


4601. Qualified transportation equipment — 
For the purposes of the. definition “qualified trans- 
portation equipment” in subsection 127(9) of the 
Act, the following depreciable property of a taxpayer 
(other than qualified property as defined by subsec- 
tion 127(9) of the Act) is prescribed equipment: 


(a) property that is 

(i) included in Class 1 in Schedule II by virtue 
of paragraph (h) or (i) of that Class, 

(ii) a bridge, culvert, subway or tunnel in- 
cluded in Class 1,in Schedule IL that is ancil- 
lary, to railway track: and grading, 

(iii) a trestle included in Class 3 in Schedule I 
that is ancillary to railway track and grading, 


(iv) machinery or equipment included in Class 
8 in Schedule II that is ancillary to 


(A) railway track and grading, of 


_(B). railway traffic control or signalling 
equipment, including switching, block sig- 
nalling, interlocking, crossing protection, 
detection, speed control or retarding equip- 
ment, but not including property that is 
principally electronic equipment or sys- 
tems software therefor, 

(v) included in Class 10 in Schedule II by vir- 

tue of subparagraph (m)(i), (ii) or (iii) of that 

Class, or 

(vi) property described in paragraph (m) of 

Class 10 in Schedule I (other than property 

described in subparagraph (iv) thereof) that is 

included in Class 28 or 41 in Schedule I; 
(b) property that is 

(i) included in Class 6 in Schedule II by virtue 

of paragraph (j) of that Class, 


(ii) machinery or equipment included in Class 
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8 in Schedule If that 
(A) was acquired principally for the pur- 
pose of maintaining or servicing, or 
(B) is ancillary to and used as part of, 

a railway locomotive or railway car, or 

(iii) included in Class 35 in Schedule I; 

(c) property that is 
(i) a truck, tractor or trailer that 


(A) is included in Class 10 in Schedule If 
because of paragraph (e) of that Class or in 
Class 16 in Schedule II because of para- 
graph (g) of that Class, 


(B) is designed for the purpose of carrying 
freight, or hauling a trailer that carries 
freight, on highways, and 


(C) [Revoked] 


(D) in the case of a truck or tractor, has a 
“sross vehicle weight rating” (within the 
meaning assigned that expression by the 
Motor Vehicle Safety Regulations) of 
26,001 pounds or more, and in the case of 
a trailer, is of a type designed to be hauled 
under normal operating conditions by a 
truck or tractor described in this 
subparagraph, 
but for greater certainty, 


(E) was not acquired principally for the 
purpose of carrying or hauling freight lo- 
cally or making local pickups or deliveries, 
or 


(ii) machinery or equipment included in Class 
8 or 10 in Schedule I that is ancillary to and 
used as part of any property described in sub- 
paragraph (i) that is qualified transportation 
equipment within the meaning of subsection 
127(9) of the Act; 


(d) property included in Class 10 in Schedule Il 
by virtue of paragraph (a) of that Class that is a 
bus designed for the purpose of seating 20 or 
more passengers and carrying their luggage, but 
not including 
(i) a bus acquired principally for the purpose 
of transportation within any metropolitan area, 
city, town, village, municipality or other simi- 
lar community or area, or 


(ii) a school bus; 
(e) property that is 


(i) a vessel included in Class 7 in Schedule I 
(other than a vessel under construction), 


(ii) machinery or equipment included in Class 
7 or 8 in Schedule II that is ancillary to and 
used as part of any property described in sub- 
paragraph (i) that is qualified transportation 
equipment within the meaning of subsection 
127(9) of the Act, or 
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(iii) a vessel included in a separate class pre- 
scribed by subsection 1101(2a); 


(f) property that is 


(i) included in Class 9 in Schedule II by virtue 
of paragraph (g) of that Class, or © 


(ii) machinery or equipment included in Class 
9 in Schedule II by virtue of paragraph (h) or 
(i) of that Class that is ancillary to and used as 
part of any property described in subpara- 
graph (1) that is qualified transportation equip- 
ment within the meaning of subsection 127(9) 
of the Act; and 
(g). property included in Class 8 in Schedule II 
that is a reusable cargo container designed with 
external fittings for the purpose of handling, se- 
curing or stacking and having a carrying capacity 
of 500 cubic feet or more. 


History: Cl. 4601(c)(i)(A) amended by P.C. 1995- 775, s. 4, May 
16, 1995, Canada Gazette, Part II, May 31, 1995, Coeds to 
property acquired after December 2, 1992. 


Subpara. 4601(a)(vi) substituted by P.C. 1989-2464, s. 7, December 
14, 1989, Canada Gazette, Part II, January 3, 1990, applicable in 
respect of property acquired after 1987. 


That portion of s. 4601 preceding para. (a), and subparas. (c)(ii), 
(e)Gi), (f)Gi) substituted by P.C. 1988-390, s. 20, March 3, 1988, 
Canada Gazette, Part II, March 16, 1988, applicable to 1985 et seg. 


All that portion of s. 4601 preceding para. (a) substituted and cl. 
4601(c)(i(C) revoked by P.C. 1985-2277, s. 12, July 24, 1985, 
Canada Gazette, Part II, August 7, 1985. 


S. 4601 added by P.C. 1980-424, s. 3, February 8, 1980, Canada 
Gazette, Part II, February 27, 1980, effective November 17, 1978. 


4602. Certified property — (1) For the purposes 
of the definition “certified property” in subsection 
127(9) of the Act, each of the following areas is a 
prescribed area: 


(a) that portion of the Province of Newfoundland 
comprising the census divisions 2 to 4 and 7 to 
10; 

(b) that portion of the Province of Prince Edward 
Island comprising the Kings census division; 


(c) that portion of the Province of Nova Scotia 
comprising the census divisions of 


(1) Cape Breton, 
(ii) Guysborough, 
(iii) Inverness, 

(iv) Richmond, and 
(v) Victoria; 


(d) that portion of the Province of New Bruns- 
wick comprising the census divisions of 


(i) Gloucester, 

(ii) Kent, 

(iii) Madawaska, 

(iv) Northumberland, and 
(v) Restigouche; 
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(e) that portion of the Province of Quebec com- 
prising 
(i) all of the area north of the 50th parallel of 
latitude, other than the area within the limits 
of the city of Sept-Iles, 


(ii) the Magdalen Islands, and 
(ii) the census divisions of 
(A) Bonaventure, 
(B) Gaspé-Est, 
(C) Gaspé-Ouest, 
(D) Matane, 
(E) Matapédia, . 


(F) Rimouski, other than the area within 
the limits of the city of Rimouski, 


(G) Riviére-du-Loup, and 
(H). Témiscouata; 


(f) that portion of the Province of Ontario that is 
“north of the 50th parallel of latitude; 


(g) that portion of the Province of Manitoba com- 
prising the census divisions 19 and 21 to 23, 

other than the area within'the limits of the city of 
Thompson; 


(h) that portion of the Province of Saskatchewan 
comprising the census division of Northern 
Saskatchewan; 


(i) that portion of the Province of Alberta com- 
prising the census division of Peace River, other 
than the area within the limits of the. city of 
Grande Prairie; 


(j) that portion of the Province of British Colum- 
bia comprising the Peace River-Liard census di- 
vision; and 
(k) all of the Yukon Territory and the Northwest 
Territories. 


(2) For the purposes of subsection (1), the expression 
“census divisions” has the same meaning as in the 
Dictionary of 1971 Census Terms, Statistics Canada 
Catalogue Number 12-540, and the Census Divisions 
and Subdivisions, Statistics Canada Catalogues 
Numbered 92-704, 92-705, 92-706 and ‘92-707. 
History: That portion of subsec. 4602(1) preceding para. (a) substi- 
tuted by P.C. 1988-390, s. 21, March 3, 1988, Canada Gazette, Part 
Il, March 16, 1988, applicable to 1985 et seg. 

S. 4602 added by P.C. 1981-3029, October 29, 1981, Canada Ga- 
zette, Part Il, November 11, 1981, effective in respect of certified 
property acquired after October 28, 1980. 


4603. Qualified construction equipment — For 
the purposes of the definition “qualified construction 
equipment” in subsection 127(9) of the Act, “‘pre- 
scribed equipment” means depreciable property of a 
taxpayer, other than qualified property as defined by 
subsection 127(9) of the Act or qualified transporta- 
tion equipment as defined by subsection 127(9) of 
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the Act, that is 


(a) a property included in Class 22 or 38 in 
Schedule I; 


(b) a crane; 
(c) a pile driver; or 
(d) a dredge. 


History: Para. 4603(a) substituted by P.C. 1989-2464, s. 8, Decem- 
ber 14, 1989, Canada Gazette, Part II, January 3, 1990, applicable 
in respect of property acquired after 1987. 


That portion of s. 4603 preceding para. (a) substituted by P.C. 1988- 
390, s. 22, March 3, 1988, Canada Gazette, Part II, March 16, 1988, 
applicable to 1985 ef seq. 


S. 4603 added by P.C. 1985-2277, s. 13, July 24, 1985, Canada 
Gazette, Part II, August 7, 1985, applicable with respect to acquisi- 
tions of property occurring after April 19, 1983. 


4604. Approved project property — (1) For the 
purposes of paragraphs (a) and (c) of the definition 
“approved project property” in subsection 127(9) of 
the Act, property is a prescribed building if it is de- 
preciable property of the taxpayer that is a building 
or grain elevator, erected on land owned or leased by 
the taxpayer, 

(a) that is included in Class 1, 3, 6, 24, 27 or 37 

or paragraph (c), (d) or (e) of Class 8 in Schedule 

Il; or 


(b) that is included or would, but for Class 28 or 
Class 41 in Schedule II, be included in paragraph 
(g) of Class 10 in Schedule II. 


(2) For the purposes of paragraphs (b) and (d) of the 
definition “approved project property” in subsection 
127(9) of the Act, property is prescribed machinery 
and equipment if it is depreciable property of the 
taxpayer (other than property referred to in subsec- 
tion (1)) that is 


(a) a property included in paragraph (k) of Class 
1 or paragraph (a) of Class 2 in Schedule I; 


(b) an oil or water storage tank; 


(c) a property included in Class 8 in Schedule II 
(other than railway rolling stock); 


(d) subject to paragraph (e), a property included 
in paragraph (a) of Class 10 or Class 22 or 38 in 
Schedule II (other than a_car or truck designed for 
use on highways or streets); 


(e) a logging truck acquired to be used in the ac- 
tivity of logging and having a weight, including 
the weight of property the capital cost of which is 
included in the capital cost of the truck at the 
time of its acquisition (but for greater certainty 
not including the weight of fuel), in excess of 
16,000 pounds; 

(f) a property included in any of paragraphs (b) to 
(f), (h) to (k), (0), (q), (1), (t) or (u) of Class 10 in 
Schedule I; 

(g) a property included in paragraph (n) of Class 
10, or Class 15, in Schedule II (other than a 
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roadway); 

(h) a property included in any of paragraphs (a) 
to (f) of Class 9 in Schedule I; 

(i) a property included in Class. 28 or 41 in 
Schedule II that would, but for those classes, be 
included in paragraph (k) or (r) of Class 10 in 
Schedule II; 


(j) a property included in any of Classes 21, 24, 
27, 29, 34, 39, 40 and 43 in Schedule II; 


(k) a property included in Class 37 in Schedule 
If; or 


(1) a vessel (other than a supply boat, workboat, 
drilling rig, workover rig or shuttle tanker), in- 
cluding the furniture, fittings and equipment at- 
tached thereto, that is used primarily for 
(i) heavy-lifting or pipe-laying in the con- 
struction of, or 
(ii) the provision of lodging services in the 
servicing of, 


an installation, structure, apparatus or artificial is- 
land that is used for offshore hydrocarbon explo- 
ration or exploitation. 
History: Para. 4604(2)(j) substituted by P.C. 1994-230, s. 4, Febru- 
ary 10, 1994, Canada Gazette, Part II, February 23, 1994, applica- 
ble to property acquired after February 25, 1992. 
Paras. 4604(1)(a), (b), (2)(a), (d), (i), G) substituted by P.C. 1989- 
2464, s. 9, December 14, 1989, Canada Gazette, Part II, January 3, 
1990, applicable in respect of property acquired after 1987. 


S. 4604 added by P.C. 1986-2770, s. 7, December 11, 1986, Canada 
Gazette, Part II, December 24, 1986, applicable from May 24, 1985. 


4605. Prescribed activities — For the purposes 
of the definition “for an approved purpose” in para- 
graph (e) of the definition “approved project prop- 
erty” in subsection 127(9) of the Act, a prescribed 
activity of a taxpayer is 
(a) operating a hotel, motel, camping ground, 
travel trailer park or any similar lodging facility; 
(b) providing facilities that are ancillary to a 
lodging facility referred to in paragraph (a) that is 
owned by the taxpayer and that are intended for 
the use and enjoyment of the occupants of the 
lodging facility; 
(c) providing facilities that are primarily for the 
receiving, storage and distribution of goods 
owned by persons with whom the taxpayer deals 
at arm’s length; 


(d) providing to a business owned by a person 
with whom the taxpayer deals at arm’s length 


(i) engineering or architectural services, 
(ii) computer services, or 
(iii) other technical or scientific services, 


but not including financial, legal, accounting, 
medical or dental services; 


(e) providing to a business owned by a person 
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with whom the taxpayer deals at arm’s length 
(i) the services of an employment agency, or 


(ii) advertising services, other than advertising 
services in a medium owned by the taxpayer; 
or . 


(f) operating a vessel described in paragraph 
4604(2)(). 
History: S. 4605 added by P.C. 1986-2770, s. 7, December 11, 


1986, Canada Gazette, Part Il, December 24, 1986, applicable from 
May 24, 1985. 


4606. Prescribed amount — For the purposes of 
paragraph (b) of the definition “contract payment” in 
subsection 127(9) of the Act, a prescribed amount is 
an amount received from the Canadian Commercial 
Corporation in respect of an amount received by that 
Corporation from a government, municipality or 
other public authority other than the government of 
Canada or of a province, a Canadian municipality or 
other Canadian public authority. 

History: S. 4606 added by P.C. 1986-2770, s. 7, December 11, 


1986, Canada Gazette, Part I, December 24, 1986, effective No- 
vember 22, 1985. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


4607. Prescribed designated regions — For 
the purposes of the definition “specified percentage” 
in subsection 127(9) of the Act, “prescribed desig- 
nated region” means a region of Canada, other than 
the Gaspé peninsula and the provinces of Nova Sco- 
tia, New Brunswick, Prince Edward Island, and 
Newfoundland, including Labrador, that was a desig- 
nated region on December 31, 1984, under the Re- 
gional Development Incentives Designated Region 
Order, 1974. . 


History: S. 4607 added by P.C. 1988-390, s. 23, March 3, 1988, 
Canada Gazette, Part Il, March 16, 1988, applicable to 1985 et seq. 


4608. Prescribed expenditure for qualified 
Canadian exploration expenditure — (1) In 
this section, 


“joint exploration corporation’? has the meaning 
assigned by paragraph 66(15)(g) [66(15)“joint ex- 
ploration corporation’’] of the Act; 


‘“‘principal-business corporation” has the meaning 
assigned by paragraph 66(15)(h) [66(15)“principal- 
business corporation’’] of the Act; 


“shareholder corporation” has the meaning as- 
signed by paragraph 66(15)(i) [66(15)“shareholder 
corporation”’] of the Act; 


‘well’? means an exploratory probe or an oil or gas 
well. 


(2) For the purposes of the definition “qualified Ca- 
nadian exploration expenditure” in subsection 127(9) 
of the Act, the prescribed expenditure of a taxpayer 


Reg. 4608(5)(a): 


fora taxation year is the aggregate of all amounts 
each of which is the amount, if any, by which 


(a) the specified expenses of the taxpayer for the 
year in respect of the well 


exceed | 


(b) the base amount of the taxpayer at the end of 
the year in respect of the well. 


(3) For the purposes of this section, the specified ex- 
penses of.a taxpayer for a taxation year in respect of 
a well that is an exploratory. probe is the aggregate of 
all expenses. that 


(a) would be Canadian exploration expenses of 
the taxpayer by reason of any of subparagraphs 
66.1(6)(a) (i), (iv) and (v) [66.1(6)“Canadian ex- 
ploration expense’’(a), (h) and (i)] of the Act if 
the references in subparagraphs 66.1(6)(a). (iv) 
and (v) [66.1(6)“Canadian exploration ex- 
pense’’(h) and (i)] of the Act (as those. subpara- 
graphs read on November 30, 1985) to “any of 
subparagraphs (i) to. (iii.1)’’ were read_as. refer- 
ences to “subparagraph (i)’; 
(b) were incurred 

(i) in the year, and 

(ii) after November 1985 and before 1991; 


(c) were incurred in the drilling or completing of 
the exploratory probe or in building a temporary 
access road to, or preparing the site in respect of, 
the probe; and 


-(d) are not non-qualifying expenses of the 
taxpayer. 


(4) For the purposes of this section, the specified ex- 
penses of a taxpayer for a taxation year in respect of 
a well that is an oil or gas well is the aggregate of all 
expenses that 


(a) would be Canadian exploration expenses of 
the taxpayer by virtue of any of subparagraphs 
66.1(6)(a)(ii) to (1.2), (iv) and (v) [66.1(6)““Cana- 
dian exploration expense’’(c) to (e), (h) and (i)] of 
the Act if the references in subparagraphs 
66.1(6)(iv) and (v) [66.1(6)“Canadian exploration 
expense’’(h) and (1)] of the Act (as those subpara- 
graphs read on November 30, 1985) to “‘subpara- 
graphs (i) to (iii.1)” were read as references to 
“subparagraphs (ii) to (41.2); 
(b) were incurred in respect of the well 

(i) in the year, and 

(ii) after November 1985 and before 1991; 

and 


(c) are not non-qualifying expenses. of the 
taxpayer. 


(5) For the purposes of subsections (3) and (4), a 
non-qualifying expense of a taxpayer is an expense 
that 


(a) may reasonably be regarded as having been 
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incurred as consideration for services to be ren- 
dered after 1990 or for property that cannot rea- 
sonably be considered to be for use by the tax- 
payer before 1991; 7 


(b) was or is to be renounced by the taxpayer at 
any time under subsection 66(10.1) or (12.6) of 
the Act; 


(c) is or was a Canadian exploration and develop- 
ment overhead expense, within the meaning of 
section 1206, of the taxpayer, of a partnership of 
which the taxpayer was a member or of a joint 
exploration corporation of which the taxpayer 
was a shareholder corporation; 


(d) is an eligible cost or expense within the mean- 
ing of the Petroleum Incentives Program Act or 
the Petroleum Incentives Program Act, Chapter 
P-4.1 of the Statutes of Alberta, 1981, in respect 
of which, or in respect of part of which, the tax- 
payer, a partnership of which the taxpayer was a 
member, a joint exploration corporation of which 
the taxpayer was a shareholder corporation or a 
principal-business corporation of which the tax- 
payer was a shareholder, has received, is deemed 
to have received, is entitled to receive or may rea- 
sonably be expected to receive an incentive under 
either of those Acts; or 


(e) was included in determining the specified ex- 
penses of any other taxpayer for a taxation year. 


(6) For the purposes of this section, the base amount 
of a taxpayer at the end of a particular taxation year 
in respect of a well is the amount, if any, by which 
the taxpayer’s threshold amount in respect of the 
well exceeds the aggregate of 


(a) all amounts that would have been the tax- 
payer’s specified expenses for any taxation year 
in respect of the well if 


(i) the references in subparagraphs (3)(b)(ii) 
and (4)(b)(ii) to “after November 1985 and 
before 1991” were read as “after March 1985 
and before December 1985”, and , 


(ii) subsection (5) were read without reference 
to paragraph (d) thereof; 


(b) all amounts referred to in paragraph (5)(d) for 
the particular taxation year or a preceding taxa- 
tion year in respect of the well that would have 
been included in determining the taxpayer’s spec- 
ified expenses for the particular taxation year or 
the preceding taxation year but for that para- 
graph; and 

(c) all amounts that are the taxpayer’s specified 
expenses for any preceding taxation year in re- 
spect of the well. 


(7) For the purposes of this section, the threshold 
amount of a taxpayer in respect of a well is 


(a) where no agreement has been filed with the 
Minister under subsection (8) in respect of the 
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well, $5,000,000; and 


(b) where an agreement has been filed with the 
Minister under subsection (8) in respect of the 
well, the amount, if any, allocated to the taxpayer 
under the agreement. 


(8) For the purposes of this section, where the aggre- 
gate of all expenses in respect of a well, each of 
which 
(a) would be included in determining the speci- 
fied expenses of a taxpayer for a taxation year in 
respect of the well if subsection (5) were read 
without reference to paragraph (d) thereof, or 


(b) would be included in determining the speci- 
fied expenses of a taxpayer for a taxation year in 
respect of the well if 


(i) the references in subparagraphs (3)(b)(i1) 
and (4)(b)(ii) to “after November 1985 and 
before 1991” were read as “‘after March 1985 
and before December 1985”, and 


(ii) subsection (5) were read without reference 
to paragraph (d) thereof 


exceeds $5,000,000, all taxpayers who have incurred 
those expenses or in whose favour or to whom any 
of those expenses have been renounced under sub- 
section 66(10.1) or (12.6) of the Act may file with 
the Minister an agreement in writing in the pre- 
scribed form in respect of the well allocating 
amounts to some or all of those taxpayers if 


(c) the amount allocated to each taxpayer does 
not exceed the total of such expenses that were 
incurred by the taxpayer in respect of the well, 
and that are not to be renounced by the taxpayer 
under subsection 66(10.1) or (12.6) of the Act in 
favour of or to any other person, and 


(d) the aggregate of all amounts so allocated is 
not less than $5,000,000. 


(9) For the purposes of this section, where 


(a) the drilling of a well (in this subsection re- 
ferred to as the “abandoned well”) is abandoned 
not because of the results obtained but because of 
geological or mechanical difficulties and the 
drilling of a new well (in this subsection referred 
to as the “new well’) is commenced, and 


(b) having regard to all the circumstances, includ- 
ing the lapse of time between the abandonment of 
the abandoned well and the commencement of 
the new well and the proximity of the sites of the 
wells, it is reasonable to regard the new well as a 
replacement for the abandoned well, 


the abandoned well and the new well Seni be 
deemed to be one well. 


(10) For the purposes of this section, where an ex- 
pense of a joint exploration corporation: is deemed by 
subsection 66(10.1) or (10.2) of the Act to be an ex- 
pense of a shareholder corporation of the joint explo- 
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ration corporation, the shareholder corporation shall 


be deemed to have incurred'the expense at the time it: 


was incurred by the joint exploration corporation. « 


(11) For the purpose of this section, where an ex- 
pense of a principal-business corporation is deemed 
by subsection 66(12.61) or (12.63) of the Act to be 
an expense of a shareholder of the:-corporation, the 
shareholder shall be deemed to have incurred the ex- 
pense at the time it was incurred by the principal- 
business corporation. 


(12) For the purposes of this section, where an ex- 
pense incurred by a partnership is, under subpara- 
graph 66.1(6)(a)(iv) [66.1(6)“Canadian exploration 
expense’ (h)| of the Act, a Canadian exploration ex- 
pense of a taxpayer who was.a member of the part- 
nership, the taxpayer shall be deemed to have: in- 
curred the Canadian exploration expense at'the time 
the expense was incurred by the partnership. 


(13) For the purposes of this section, where an ex- 
pense is a Canadian development expense of a tax- 
payer that is, under subsection 66.1(9) of the Act, 
deemed to be a Canadian exploration expense of the 
taxpayer, the taxpayer shall be deemed to have in- 


curred the Canadian exploration expense at the time 


the Canadian development expense was incurred. 
History: Paras. 4608(3)(a), (4)(a) amended by P.C. 1992-2335, 


Sch. II, s. 8, November 19, 1992, Canada Gazette Part Il, December 


2, 1992, applicable after November 30, 1985. 


S. 4608 added by P.C. 1989-1793, September 21, 1989, Canada 


Gazette, Part If, October 11, 


1989, effective after November 30, 
1985. ns 


4609. Prescribed offshore region — For the 
purposes of the definition “specified percentage” in 
subsection 127(9) of the Act, the following region is 
a prescribed offshore region: 


(a) that submarine area, not within a province, ad- 
jacent to the coast of Canada and extending 
throughout the natural prolongation of that por- 
tion of the land territory of Canada comprising 
the Gaspé Peninsula and the provinces of New- 
foundland, Prince Edward: Island; Nova Scotia 
and New Brunswick to the outer edge of the:con- 
tinental margin or to a distance of two hundred 
nautical miles from the baselines from which the 
territorial sea of Canada is measured, whichever 
is the greater; and 


(b) the waters above the submarine area referred 
to in paragraph (a). 
History: S. 4609 added by P.C. 1989-1793, September 21, 1989, 


Canada Gazette, Part Il, October 11, 1989, and s: 4609 after No- 
vember 16, 1978. 


4610. Prescribed area — For the purpose of para- 
graph (c.1) of the definition “qualified property” in 
subsection 127(9) of the Act, the area prescribed is 
the area comprising the Provinces of Nova Scotia, 
New Brunswick, Prince Edward Island and New- 


Reg. 4800(1)(c) 


foundland and the Gaspé Peninsula. 


History: S. 4610 added by P.C. 1995-775, May 16, 1995, Canada 
Gazette, Part II, s. 5, May 31, 1995, applicable to property acquired 
after 1991. 


Part XLVI — Election in 
respect of Certain Property 
Owned on December 31, 

1971 
History: Part XLVII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 


by P.C. 1979-1934, July Lo, 1979, Canada Gazette, Part I, August 
81979. 


4700. Any election by an individual under subsec- 
tion 26(7) of the Income Tax Application Rules shall 


be made by filing with the Minister the form 


prescribed. 


History: S. 4700 amended by P.C. 1994-1817,°s. 48, November 1, 
1994, Canada Gazette, Part II, November 30, 1994. 


Interpretation Bulletins: IT-139R: Capital property owned on 
December 31, 1971 — Fair market value. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972; T2076: Valuation day value election 
for: capital, properties owned on December 31, 1971. 


Part XLVill — Status of 
Corporations and Trusts 


History: Part XLVIII was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 


, 1979, by P.-C. 1979-1934, July 19, 1979; Canada Gazette, Part II, 


August 8, 1979. 


4800. (1) For the. purposes of subparagraph 


89(1)(g)(ii) [89(1)“public corporation’ (b)] of the 
Act, the following conditions are hereby prescribed 
in respect of a corporation other than a cooperative 
corporation (within the meaning assigned by section 
136 of the Act) or a credit union: 
(a) a class of shares of the capital stock of the 
corporation designated by the corporation in its 
election or by the Minister in his notice to the 
corporation, as the case may be, shall be qualified 
for distribution to the public; 
(b) there shall be no fewer than 


(i) where the shares of that class are equity 
shares, 150, and 


(ii) in any other case, 300 
persons, other than insiders of the corporation, 
each of whom holds 
(iii) not less than one block of shares of that 
class, and 
(iv) shares of that class having an aggregate 
fair market value of not less than $500; and 


(c) insiders of the corporation shall not hold more 
than 80 per cent of the issued and. outstanding 
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shares of that class. 
Forms: 12073: Election to be a public corporation. 


(2) For the purposes of subparagraph 89(1)(g)(ili) 
[89(1)“public corporation’(c)] of the Act, the fol- 
lowing conditions are hereby prescribed in respect of 
a corporation: 


(a) insiders of the corporation shall hold more 
than 90 per cent of the issued and outstanding 
shares of each class of shares of the capital stock 
of the corporation that 


(i) was, at any time after the corporation last 
became a public corporation, listed on a stock 
exchange in Canada prescribed for the pur- 
poses of section 89 of the Act, or 


(ii) was a class, designated as described in 
paragraph (1)(a), by virtue of which the cor- 
poration last became a public corporation; 


(b) in respect of each class of shares described in 
subparagraph (a)(i) or (ii), there shall be fewer 
than 


(i) where the shares of that class are equity 
shares, 50, and 


(ii) in any other case, 100 


persons, other than insiders of the corporation, 
each of whom holds 


(iii) not less than one block of shares of that 
class, and 


(iv) shares of that class having an aggregate 
fair market value of not less than $500; and 


(c) there shall be no class of shares of the capital 
stock of the corporation that is qualified for dis- 
tribution to the public and complies with the con- 
ditions described in paragraphs (1)(b) and (c). 


Forms: T2067: Election not to be a public corporation. 


(3) Where, by virtue of an amalgamation (within the 
meaning assigned by section 87 of the Act) of prede- 
cessor corporations any one or more of which was, 
immediately before the amalgamation, a public cor- 
poration, shares of any class of the capital stock of 
any such public corporation that was 


(a) at any time after the corporation last became a 
public corporation, listed on a stock exchange in 
Canada prescribed for the purposes of section 89 
of the Act, or 


(b) the class, designated as described in para- 
graph (1)(a), by virtue of which the corporation 
last became a public corporation, 


are converted into shares of any class (in this subsec- 
tion referred to as the “new class”) of the capital 
stock of the new corporation, the new class shall, for 
the purposes of subsection (2), be deemed to be a 
class, designated as described in paragraph (1)(a), by 
virtue of which the new corporation last became a 
public corporation. 


(4) Any election under clause 89(1)(g)(ii)(A) or 
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(iii)(A) [89(1) “public corporation’’(b)() or (c)(i)) of 
the Act shall be made by a corporation by filing with 
the Minister the following documents: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; and 


(d) a statutory declaration made by a director of 
the corporation stating that, after reasonable in- 
quiry for the purpose of informing himself in that 
regard, to the best of his knowledge the corpora- 
tion complies with all the prescribed conditions 
that must be complied with at the time the elec- 
tion is made. 

History: S. 4800 amended by P.C. 1983-867, March 25, 1983, 

Canada Gazette, Part II, April, 1983. 

Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 

ments; IT-391R: Status of corporations. 


Forms: T2067: Election not to be a public corporation; T2073: 
Election to be a public corporation. 


4800.1 For the purposes of paragraph 107(1)(a), sub- 
sections 107(2) and (4.1) and paragraph 108(1)(c) 
[108(1)‘‘capital interest] of the Act, the following 
are prescribed trusts; 


(a) a trust maintained primarily for the benefit of 
employees of a corporation or two or more corpo- 
rations which do not deal at arm’s length with 
each other, where one of the main purposes of the 
trust is to hold interests in shares of the capital 
stock of the corporation or corporations, as the 
case may be, or any corporation not dealing at 
arm’s length therewith; 


(b) a trust established exclusively for the benefit 
of one or more persons each of whom was, at the 
time the trust was created, either a person from 
whom the trust received property or a creditor of 
that person, where one of the main purposes of 
the trust is to secure the payments required to be 
made by or on behalf of that person to such credi- 
tor; and 


(c) a trust all or substantially all of the properties 
of which consist of shares of the capital stock of a 
corporation, where the trust was established pur- 
suant to an agreement between two or more 
shareholders of the corporation and one of the 
main purposes of the trust is to provide for the 
exercise of voting rights in respect of those shares 
pursuant to that agreement. 


History: That portion of s. 4800.1 preceding para. (a) amended by 
P.C. 1992-2338, s.1, November 19, 1992, Canada Gazette Part I, 
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December 2, 1992, applicable after 1987. 


S. 4800.1 added by P.C. 1990-853, May 10, 1990, Canada Gazette, 
Part, Il, May 23,1990, applicable after 1987. 


4801. For the purposes of paragraph 132(6)(c) of the 


Act, the following conditions are hereby prescribed 


in respect of a trust: 


(a) a class of the units of the trust shall be quali 
fied for distribution to the public; and 


(b) in respect of any one class of units described 


in paragraph (a), there shall be no fewer than 150 
beneficiaries of the trust, each of whom holds: 


(i) not less than one block of units of the class, 
and 


(ii) units of the class having an aggregate fair 
market value of not less than $500. 


Related Provisions: Reg. 221(1)(f) — Reporting requirements. 


4802... (1) For the. purposes of clause 
149(1)(0.2)(iv)(D)-of the Act, the palinyahe are pre- 
scribed persons: 


(a) a trust all the beneficiaries of wis are trusts 
described in clause 149(1)(0.2)(iv)(B) of;the Act; 


(b) a corporation incorporated before November 
17, 1978 solely in connection with, or for the ad- 
ministration of, a registered pension plan; 

(c) a trust or corporation established by or arising 
by virtue of an act of a province the principal: ac- 
tivities of which are to administer, manage or in- 
vest the monies of a pension fund or plan that is 
established pursuant to an act of the province or 
an order or regulation made thereunder; 


(d) a trust or corporation established by or arising 
by virtue of an act of a province in connection 
with a scheme or program for the compensation 
of workers injured in an accident arising out of or 
in the course of their employment; 
(e) Her Majesty in right of a province; 
(f) a trust all of the beneficiaries of which are any 
combination of 

(i) registered pension plans, 

(ii) trusts described in clause 

149(1)(0.2)(Giv)(B) or (C) of the Act, and 

(111) persons described in this subsection; and 
(g) a corporation all of the shares of the capital 
stock of which are owned by one or more of the 
following: 

(i) registered pension plans, 

(11) trusts described in clause 

149(1)(0.2)(iv)(B) or (C) of the Act, and 

(111) persons described in this subsection. 


History: Subpara. 4802(1)(f)(iii) amended and para. 4802(1)(g) ad- 
ded by P.C: 1996-569, s. 1, April 23, 1996, Canada Gazette, Part II, 
May 1; 1996, applicable to 1994 et seq. 


S: 4802 renumbered as subsec. 4802(1) by P.C. 1994-785, May 12, 
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1994, Canada Gazette, Part II, June 1, 1994, applicable to 1989 er 
seq. 


Para. 4802(e) amended, (f) added, by P.C. 1992-2338, s. 2, Novem- 
ber 19, 1992, Canada Gazette Part Il, December 2, 1992, applicable 
to taxation years commencing after 1991. 


Para. 4802(b) amended by P.C. 1991-2540, s. 8, December 16, 
1991, Canada Gazette, Part II, January 12, ew Pic tae after 
1985. 


Para. 4802(c) substituted and para. (e) added by P.C. 1987-1881, s. 
1, September 10, 1987, Canada Gazette, Part II, September 30, 
1987, applicable with respect to taxation years commencing after 
1978. 


New s. 4802 added and Fordichl s. 4802 renumbered s. 4803 by P.C. 
1985-2277, s. 14, July 24, 1985, Canada Gazette, Part II, August 7, 
1985, applicable to taxation years commencing after 1978. 


(2) For the purposes of paragraph 149(1)(t) of the 
Act, the following are prescribed insurers: 


(a) Union Québécoise, compagnie d’ assurances 
générales inc.; 


(b) Les CORSE Compagnie d’ Assurance 
Générale Inc.; and 


_(c) Laurentian Farm iresianes Company, Inc. 


History: Subsec. 4802(2) added by P:C. 1994-785, May 12, 1994, 
Canada Gazette, Part Il, June 1,:1994, applicable to 1989 et seq. 


4803. (1) In this Part, 


“block of shares” means, with respect.to. any class 
of the capital stock of a corporation, 


(a). 100 shares, if: the fair market value of one 
share of the class is less than $25, 


(b) 25 shares, if the fair market value of one share 
of the class is $25 or more but less than $100, and 


(c) 10 shares, if the fair market value of one share 
of the class is $100 or more; 


“block of units” means, with respect to any class of 
units of a trust, 


(a) 100 units, if the fair market value of one unit 
of the class is less than $25, 


(b) 25 units, if the fair market value of one unit of 
the class is $25 or more but less than $100, and 


(c) 10 units, if the fair market value of one unit of 
the class is $100 or more; 


“equity share” has the meaning assigned by section 
204 of the Act; 


“Gnsider of a corporation” has the meaning, that 
would be assigned by section 100 of the Canada 
Corporations Act if the references therein to “public 
company” and to “equity shares” were read as refer- 
ences to “corporation” and “‘shares” respectively, ex- 
cept that a person who is an employee of the corpo- 
ration, or of a person who does not deal at arm’s 
length with the corporation, and whose right to sell 
or transfer any share of the capital stock of the cor- 
poration, or to exercise the voting rights, if any, at- 
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taching to the share, is restricted by 


(a) the terms and conditions attaching to the 
share, or 


(b) any obligation of the person, under a contract, 
in equity or otherwise, to the corporation or to 
any person with whom the corporation does not 
deal at arm’s length, 


shall be deemed to hold the share as an insider of the 
corporation. 

History: Subsec. 4803(1) is the former subsec. 4802(1) renum- 
bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 
zette, Part II, August 7, 1985, applicable to taxation years com- 
mencing after 1978. 


The definition of “equity share” in former subsec. 4802(1) substi- 
tuted by P.C. 1984-339, s. 1, February 2, 1984, Canada Gazette, 
Part II, February 22, 1984, effective November 13, 1981. 


(2) For the purposes of this Part, a class of shares of 
the capital stock of a corporation or a class of units 
of a trust is qualified for distribution to the public 
only if 
(a) a prospectus, registration statement or similar 
document has been filed with, and, where re- 
quired by law, accepted for filing by, a public au- 
thority in Canada pursuant to and in accordance 
with the law of Canada or of any province and 
there has been a lawful distribution to the public 
of shares or units of that class in accordance with 
that document; 


(b) the class is a class of shares, any of which 
were issued by the corporation at any time after 
1971 while it was a public corporation in ex- 
change for shares of any other class of the capital 
stock of the corporation that was, immediately 
before the exchange, qualified for distribution to 
the public; 

(c) in the case of any class of shares, any of 
which were issued and outstanding on January 1, 
1972, the class complied on that date with the 
conditions described in paragraphs 4800(1)(b) 
and (c); or 


(d) in the case of any class of units, any of which 
were issued and outstanding on January 1, 1972, 
the class complied on that date with the condition 
described in paragraph 4801(b). 
History: Subsec. 4803(2) is the former subsec. 4802(2), renum- 
bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 


zette, Part II, August 7, 1985, applicable to taxation years com- 
mencing after 1978. 


(3) For the purposes of paragraphs 4800(1)(b), 
4800(2)(b) and 4801(b), where a group of persons 
holds 


(a) not less than one block of shares of any class 
of shares of the capital stock of a corporation or 
one block of units of any class of a trust, as the 
case may be, and 


(b) shares or units, as the case may be, of that 
class having an aggregate fair market value of not 
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less than $500, 


that group shall, subject to subsection (4), be deemed 
to be one person for the purposes of determining the 
number of persons who hold shares or units, as the 
case may be, of that class. 

History: Subsec. 4803(3) is the former subsec. 4802(3), renum- 
bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 


zette, Part Il, August 7, 1985, applicable to taxation years com- 
mencing after 1978. 


(4) In determining under subsection (3) the persons 
who belong to a group for the purposes of determin- 
ing the number of persons who hold shares or units, 
as the case may be, of a particular class, the follow- 
ing rules apply: 
(a) no person shall be included in more than one 
group; 
(b) no person shall be included in a group if he 
holds 


(i) not less than one block of shares or one 
block of units, as the case may be, of that 
class, and 


(ii) shares or units, as the case may be, of that 
class having an aggregate fair market value of 
not less than $500; and 


-(c) the membership of each group shall be deter- 
mined in the manner that results in the greatest 
possible number of groups. 

History: Subsec. 4803(4) is the former subsec. 4802(4), renum- 
bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 
zette, Part Il, August 7, 1985, applicable to taxation years. com- 
mencing after 1978. 


Subparas. 4802(4)(b)G), (i) substituted by P.C. 1981-1556,. s. 2, 
June 11, 1981, Canada Gazette, Part II, June 24, 1981, effective 
1972 et seq. 


Interpretation Bulletins: IT-391R: Status of corporations. 


Part XLIX — Deferred Income 
Plans, Qualified Investments 


History: Part XLIX (ss. 4900, 4901) substituted by P.C. 1981- 
2578, s. 4, September 16, 1981, Canada Gazette, Part II, October 
14, 1981, effective commencing January 1, 1981. 


Part XLIX was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


4900. (1) For the purposes of subparagraphs 
146(1)(g)(iv) [146(1)“qualified investment”(d)], 
146.2(1)(g) (Gv) [repealed], 146.3(1)(d) (ii) 
[146.3(1)“qualified investment’(c)] and 204(e)(x) 
[204“qualified investment’(i)] of the Act, subject to 
subsection (2), each of the following investments is 
hereby prescribed to be a qualified investment for a 
plan trust at a particular time if at that time it is 


(a) an interest in a trust or a share of the capital 
stock of a corporation that was a registered in- 
vestment for the plan trust during the calendar 
year in which the particular time occurs or the 
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immediately preceding year; 
(b) a share of the capital stock of a public corpo- 
ration other than a mortgage investment 
corporation; 
History: Para. 4900(1)(b) amended by P.C. 1994-1074, subsec. 
1(1), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- 
ble after 1992. 
(c) a share of the capital stock of a mortgage in- 
vestment corporation that does not hold as part of 
its property at any time during the calendar year 
in which the particular time occurs any indebted- 
ness, whether by way of mortgage or otherwise, 
- of a person who is an annuitant, a beneficiary or 
an employer, as the case may be, under the gov- 
ering plan of the plan trust or of any other per- 
son who does not deal at arm’s length with that 
person; 


(c.1) a bond, debenture, note or similar obligation 
of a public corporation other than a mortgage in- 
vestment corporation; 
History: Para, 4900(1)(c.1) added by P.C. 1994-1074, subsec. 1(2), 
June 23, 1994, Canada Gazette, Part Il, July: 13; 1994, applicable 
after 1992. 


(d) a unit of a mutual fund trust; 


(e) a warrant or right giving the owner hercol the 
right to acquire either immediately or in the fu- 
ture property all of which is a qualified invest- 
ment for the plan trust; 
History: Para. 4900(1)(e) amended by P.C. 1994-1074, subsec. 
1(3), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- 
ble after 1992. 
Para. 4900(1)(e) substituted by P.C. 1985-587, February 28, 1985, 
Canada Gazette, Part IL, March 20, 1985, effective after February 
25, 1985. 
(e.1) a share of, or deposit. with, a société 
d’entraide économique; 
History: Para. 4900(1)(e.1) added by P.C. 1983-3319, s. 1, October 


20, 1983, Canada Gazette, Part Il, November 9, 1983, applicable to 
1982 et seq. 


(f) a share of, or similar interest in a credit union; 


(g).a bond, debenture, note or similar obligation 
(in this paragraph referred to as the “obligation’’) 
issued by, or a deposit with, a credit union that 
has not at any time during the calendar year in 
which the particular time occurs granted any ben- 
efit or privilege to a person who is an annuitant, a 
beneficiary or an employer, as the case may be, 
under the governing plan of the plan trust, or to 
any other person who does not deal. at arm’s 
length with that person, as a result of the owner- 
ship. by 

(i) the plan trust of a share or obligation of, or 

a deposit with, the credit union, or 


(ii). a registered investment of a share or obli- 
gation of, or a deposit with, the credit union if 
the plan trust has invested in that registered 
investment, 


and a credit union shall be deemed to have 
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granted a benefit or privilege to a person in a year 
if at any time in that year that person continues to 
enjoy a benefit or privilege that was granted in a 
prior year; 

(h) a bond, debenture, note or similar obligation 
(in this paragraph referred to as the “obligation’’) 
issued by a cooperative corporation (within the 
meaning assigned by subsection 136(2) of the 
Act) 


(i) that throughout the taxation year of the co- 
operative corporation immediately preceding 
the year in which the obligation was acquired 
by the plan trust had not less than 100 share- 
holders or, if all its shareholders were corpo- 
rations, not less than 50 shareholders, 


(11) whose obligations were, at the end of each 
month of 


(A) the last taxation year, if any, of the co- 
operative corporation prior to the date of 
acquisition of the obligation by the plan 
trust, or 


(B) the period commencing three months 
after the date an obligation was first ac- 
quired by any plan trust and ending on the 
last day of the taxation year of the cooper- 
ative corporation in which that period 
commenced, 


whichever of the periods referred to in clause 
(A) or (B) commences later; held by plan 
trusts the average number of which is not less 
than 100 computed on the basis that no two 
plan trusts shall have the same individual as 
an annuitant or a beneficiary, as the case may 
be, and 


(iii) that has not at any time during the calen- 
dar year in which the particular time occurs 
granted any benefit or privilege to a person 
who is an annuitant, a beneficiary or an em- 
ployer, as the case may be, under the gov- 
eming plan of the plan trust, or to any other 
person who does not deal at arm’s length with 
that person, as a result of the ownership by 


(A) the plan trust of a share or obligation 
of the cooperative corporation, or 


(B) a registered investment of a share or 
obligation of the cooperative corporation if 
the plan trust has invested in that regis- 
tered investment, 


and a cooperative corporation shall be deemed 
to have granted a benefit or privilege to a per- 
son in a year if at any time in that year that 
person continues to enjoy a benefit or privi- 
lege that was granted in a prior year; 
(i) a bond, debenture, note or similar obligation 
(in this paragraph referred to as the “‘obligation’”’) 
of a Canadian corporation 


(i) if payment of the principal amount of the 
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obligation and the interest thereon is guaran- 
teed by a corporation or a mutual fund trust 
whose shares or units, as the case may be, are 
listed on a prescribed stock exchange in 
Canada, 


(ii) if the corporation is controlled directly or 
indirectly by 

(A) one or more corporations, 

(B) one or more mutual fund trusts, or 


(C).one or more corporations and mutual 
fund trusts 


whose shares or units, as the case may be, are 
listed on a prescribed stock exchange in Can- 
ada, or 


(iii) if, at the time the obligation is acquired 
by the plan trust, the corporation that issued 
the obligation is 


(A) a corporation that, i in respect of its cap- 
ital stock, has issued and outstanding share 
capital carried in its books at not less than 
$25. million, or 


(B) a corporation that is controlled by a 
corporation described in clause (A), 


and has issued and outstanding bonds, deben- 
tures, notes or similar obligations having in 
the aggregate a principal amount of at least 
$10 million that are held: by at least 300 dif- 
ferent persons and were issued by the corpora- 
tion by means of one or more-offerings, pro- 
vided that in respect of each such offering a 
prospectus, registration statement or similar 
document was filed with and, where required 
by law, accepted for filing by a public author- 
ity in Canada pursuant to and in accordance 
with the laws of Canada or a. province and 
there was a lawful distribution to the public of 
those bonds, debentures, notes. or similar obli- 
gations in accordance with that document, 


(i.1) a security of a Canadian corporation 


(i) that was issued pursuant to The Community 
Bonds Act, chapter C-16.1 of the Statutes of 
Saskatchewan, 1990, The Rural Development 
Bonds Act, chapter 47 of the Statutes of Mani- 
toba, 1991-92, the Community Economic De- 
velopment Act, 1993, chapter 26 of the Stat- 
utes of Ontario, 1993, or the New Brunswick 
Community Development Bond. Program 
through which financial assistance is provided 
under the Economic Development Act, chapter 
E-1.11 of the Acts of New Brunswick, 1975, 
and 


(ii). the payment of the principal amount of 
which is guaranteed by Her Majesty in right 
of a province; 
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Para. 4900(1)(i.1) added by P.C. 1992-2334,:s. 2; November 19, 
1992, Canada Gazette Part II, December 2,,1992, applicable in re- 
spect of property acquired after June:30, 1991. 
(i.11) a share of the capital stock of a Canadian 
corporation that is registered under section 11 of 
the Equity Tax Credit Act, chapter 3 of the Stat- 
utes of Nova Scotia, 1993, the registration of 
which has not been revoked under that Act; 
History: Para. 4900(1)G.11) added by ,P.C. 1996-1487,. subsec. 
1(1), September 24, 1996, Canada Gazette, Part II, October 16, 
1996, applicable to property acquired after 1995. 
(1.2) indebtedness of a Canadian corporation 
(other than a corporation that does not deal at 
arm’s length with a person who is an annuitant, a 
beneficiary or an employer under the governing 
plan of the plan trust) represented by a bankers’ 
acceptance; 
History: Para. 4900(1)(i.2) added by P.C. 1994-1074, subsec: 1(4), 


June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable 
after 1992. 


Para. 4900(1)(i.1) added by P.C. 1992-2334, s. 2, November 19, 
1992, Canada Gazette Part II, December 2, 1992, applicable in re- 
spect of property acquired after June 30, 1991. 


(j) a mortgage in respect of real property situated 
in Canada insured 


(i) under the National Housing Act, or 


(ii) by a corporation offering its services to the 
public in Canada as an insurer of mortgages 


and administered by an approved lender under 
the National Housing Act; 


(k) an investment, other than a qualified invest- 
ment described in paragraphs (a) to (j), that 


(i) was, at the end of 1980, a qualified invest- 
ment for a trust pursuant to subparagraph 
204(e)(v) of the Act or section 1502; this Part 
or section 5800, as the case may be, as those 
provisions read at that time, 


(ii) was held on December 31, 1980 and con- 

tinuously thereafter by the trust until the par- 

ticular time, 

(iii) would have continued to be a qualified in- 

vestment of the trust from December 31, 1980 

until the particular time had the provisions re- 

ferred to in subparagraph (i) been in force 

throughout that period of time, and 

(iv) was not, at any time before the particular 

time, an interest in a registered investment; 
(1) a bond, debenture, note or similar obligation 
issued or guaranteed by ) 

(i) the International Bank for Reconstruction 

and Development, 


(i.1) the International Finance Corporation, 
(ii) the Inter-American Development Bank, 
(iii) the Asian Development. Bank, 


History: Para. 4900(1)(i.1) amended by P.C. 1994-1075, subsec. : : 
1(1), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- (iv) the Caribbean Development Bank, or 


ble to property acquired after August 1993. (v) the European Bank for Reconstruction and 
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Development; 


History: Subpara. 4900(1)(1)(v) added by P.C. 1994-1075, subsec. 
1(2), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- 
ble to months beginning after March 1991. 


Subpara. 4900(1)(1)(i.1) added by P.C. 1994-1074, subsec. 1(5), 
June 23, 1994, Canada Gazette, Part Il, July 13, 1994, applicable 
after July 13, 1990. 


Para. 4900(1)(1) added by P.C. 1986-772, subsec. 2(1), March 26, 
1986, Canada Gazette, Part II, April 16, 1986, effective after Octo- 
ber 31, 1985. 


(m) a royalty unit that is listed on a prescribed 
“stock exchange in Canada and the value of which 
is derived solely from Canadian resource 
properties; 
History: Para. 4900(1)(m) added by P.C. 1992-2334, s. 2, Novem- 
ber 19, 1992, Canada Gazette Part II, December 2,.1992, applicable 
in respect of property acquired after July 16, 1992 respectively. 


(n) a limited partnership unit listed on a stock ex- 
change referred to in section 3200; 
History: Para. 4900(1)(n) added by P.C. 1994-1074, subsec. 1(6), 


June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable 
after 1992. 


(0) a bond, a dehennue: note or similar obligation 
issued by the government of a country other than 
Canada and that had, at the time of purchase, an 
investment grade rating with a bond rating 
agency that in the ordinary course of its business 
fates. the debt obligations issued by that 
government; 
History: Para. 4900(1)(o) added by PC 1994-1075, subsec. 1(3), 


June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable to 
property acquired after June 21, 1993. 


(p) a bond, debenture, note or similar obligation 
of a corporation the shares of which are listed on 
a stock exchange referred to in section 3201; or 
History: Para. 4900(1)(p) added by P.C. 1994-1075, subsec. 1(3), 


June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable to 
property acquired after June 21, 1993. 


(q) a debt issued by a Canadian corporation 
(other than a corporation with share capital or a 
corporation that does not deal at arm’s length 
with a person who is an annuitant, a beneficiary 
or an employer under the governing plan of the 
plan trust) where 


(i) the taxable income of the corporation is ex- 
empt from tax under Part I of the Act because 
of paragraph 149(1)(1) of the Act, and 


(ii) either 


(A) before the particular time and after 
1995, the corporation 


(I) acquired, fora total consideration of 
not less. than. $25 million, property from 
Her Majesty in right of Canada or a 
province,. and 


(II) put that property to a use that is the 
same as or similar to the use to which 
the property was put before the acquisi- 
tion described in subclause (I), or 


Reg. 4900(3) 


(B). at the time of the acquisition of the 
debt by the plan trust, it was reasonable to 
expect that clause (A) would apply in re- 
spect of the debt no later than one year af- 
ter the time of the acquisition. 

History: Para. 4900(1)(q) added by P.C. 1996-1487, subsec. 1(2), 


September 24, 1996, Canada Gazette, Part Il, October 16, 1996, ap- 
plicable to property arr after 1995, 


(2) Notes, bonds, debentures, bankers’ acceptances 
or similar obligations of 


(a) an employer by whom payments are made in 
trust to a trustee under a deferred profit sharing 
plan or a revoked plan for the benefit of benefi- 
Claries under the plan, or 


(b) a corporation with whom that employer does 
not deal at arm’s length 


are not qualified investments for the trust. 


History: Subsec.. 4900(2) amended by P.C..1994-1074, subsec. 
1(7), June 23, 1994, Canada Gazette Part Il, July 13, 1994, applica- 
ble after 1992. 


(3) For the purposes of subparagraph 204(e)(x) 
[204“qualified investment’’(i)] of the Act, a contract 
with a person licensed or otherwise authorized under 
the laws of Canada or a province to carry on in Can- 
ada an annuities business for an annuity payable to 
an employee or other beneficiary under a deferred 
profit sharing plan commencing not later than a day 
71 years after the day of his birth, the guaranteed 
term of which, if any, does not exceed 15 years is a 
qualified investment for a trust governed by such a 
plan or revoked plan. 
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tion “qualified investme: 1 se 
Act, a contract with a licensed a 


(4) For the purposes of subparagraphs 146(1)(g)(iv) 
[146(1)“qualified investment’’(d)] and 
146.3(1)(d)(iii) [146.3(1) “qualified investment’(c)] 
of the Act, a mortgage secured by real property situ- 
ated in Canada, or an interest therein, is a qualified 
investment for a registered retirement savings plan 
or a registered retirement income fund unless the 
mortgagor is the annuitant under the plan or fund, as 
the case may be, or is a person with whom the annui- 
tant does not deal at arm’s length. 


(5) For the purposes of subparagraph 146.2(1)(g)(v) 
of the Act, a contract between a trust governed by a 
registered home ownership savings plan and a per- 
son licensed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada an 
annuities business is a qualified investment for that 
trust if the trust is entitled to receive from the person, 
on demand, an amount in settlement of the contract 
that is not less than the amount by which the aggre- 
gate of 


(a) all the amounts paid as consideration by’ the 
trust under the contract, and 


(b) interest on the amounts described in para- 
graph (a) at a rate that is not less than that guar- 
anteed under the contract . 


exceeds 
(c) such amount as may be specified in the 
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contract. 


(6) For the purposes of subparagraphs 146(1)(g)(iv) 
[146(1)‘‘qualified investment’(d)] and 
146.3(1)(d)(Giii) [146.3(1)“qualified investment’(c)] 
of the Act, except as provided in subsections (8) and 
(9), a property is a qualified investment for a trust 
governed by a registered retirement savings plan or a 
registered retirement income fund at any time if at 
that time the property is 


(a) a share of the capital stock of an eligible cor- 
poration (within the meaning assigned by subsec- 
tion 5 100(1)), unless the annuitant under the plan 
or fund is a designated shareholder of the 
corporation; 


(b) an interest of a limited partner in a small busi- 
ness investment limited partnership; or 


(c) an interest in a small business investment 
trust. 
Related Provisions: Reg. 4900(12) — Alternative definition of 
qualified investment; Reg. 4901(2) — Meaning of “designated 
shareholder”, “small business investment limited partnership”; 
“small business investment trust”. 


(7) For the purposes of cinerea ait 204(e)(x) 
[204“‘qualified investment’(i)] of the Act, except as 
provided in subsection (11), a property is a qualified 
investment for a trust governed by a deferred profit 
sharing plan or revoked plan at any time if at that 
time the property is an interest 


(a) of a limited partner in a small business invest- 
ment limited partnership; or 


(b) in a small business investment trust. 


(8) For the purposes of subsection (6), where 


(a) a trust governed by a registered retirement 
savings plan or a registered retirement income 
fund holds 


(i) a share of the capital stock of an eligible 
corporation (within the meaning assigned by 
subsection 5100(1)), 


(ii) an interest in a small business investment 
limited partnership that holds a small business 
security, or 


(iii) an interest.in a small business investment 
trust that holds a small business security, and 


(b) the annuitant under the plan or fund provides 
services to or for the issuer of the share or small 
business security, as the case may be, or a person 
related to that issuer and it may reasonably be 
considered, having regard to all the circum- 
stances, including the terms and conditions of the 
share or small business security, as the case may 
be, or any agreement relating thereto and the rate 
of interest or the dividend provided on the share 
or small business security, as the case may be, 
that any amount received in respect of the share 
or small business security, as the case may be, is 
on account, in lieu or in satisfaction of payment 


2254 


Part XLIX — Deferred Income Plans, Qualified Investments 


for the services, 


the property referred to in subparagraph (a)(i), (ii) or 
(iii) held by the plan or fund shall, immediately 
before that amount is received, cease to be and shall 
not thereafter be a qualified investment for the trust 
governed by the plan or fund. 


(9) For the purposes of subsection (6), where 


(a) a trust governed by a registered retirement 
savings plan or a registered retirement income 
fund holds 


(i) an interest in a small business investment 
limited partnership, or 


(ii) an interest in a small business investment 
trust 


that holds a small business security (referred to in 
this subsection as the “designated security”) of a 
corporation, and 


(b) the annuitant under the plan or fund is a des- 
ignated shareholder of the corporation, — 


the interest shall not be a qualified investment for the 
trust governed by the plan or fund unless 


(c) the designated security is a share of the capital 
stock of an eligible corporation, 


(d) the partnership or trust, as the case may be, 
has no right to set off, assign or otherwise apply, 
directly or indirectly, the designated ‘security 
against the interest, 


(e) no person is obligated in any way, either abso- 
lutely or contingently, under any undertaking the 
intent or effect of which is 


(i) to limit any loss that the plan or fund may 
sustain by virtue of the ownership, holding or 
disposition of the interest, or 


(ii) to ensure that the plan or fund will derive 
earnings by virtue of the ownership, holding 
or disposition of the interest, 


(f) in the case of the partnership, there are more 
than 10 limited partners and no limited partner or 
group of limited partners who do not deal with 
each other at arm’s length holds more than 10 per 
cent of the units of the partnership, and 


(g) in the case of the trust, there are more than 10 
beneficiaries and no beneficiary or group of ben- 
eficiaries who do not deal with each other at 
arm’s length holds more than 10 per cent of the 
units of the trust. 


(10) For the purposes of paragraphs (9)(f) and (g), a 
trust governed by a plan or fund shall be deemed not 
to deal at arm’s length with a trust governed by an- 
other plan or fund if the annuitant of the plan or fund 
is the same person as, or does not deal at arm’s 
length with, the annuitant of the other plan or fund. 


(11) For the purposes of subsection (7), where 
(a) a trust governed by a deferred profit sharing 
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plan or revoked plan holds 


(i) an interest in a small business investment 
limited partnership, or 


(ii) an interest in a small business investment 
trust 


that: holds a small business Benen of a 
corporation, 


(b) payments have been made in trust to a trustee 
under the deferred profit sharing plan or revoked 
plan for the benefit of beneficiaries thereunder by 
the corporation or a corporation related thereto, 
and 


(c) the small business security is not an equity 
share described in paragraph 204(e)(vi) 
[204“qualified. investment’’(e)].of the Act, 


the interest referred to in subparagraphs (a)(i) and 
(ii) shall not. be a qualified investment for the trust 
referred to in paragraph (a). 


(12) For the purposes of paragraph (d) of the defini- 
tion “qualified investment” in subsection 146(1) of 
the Act and paragraph (c) of the definition “qualified 
investment” in subsection 146.3(1) of the Act, a 
property is a qualified investment for a trust gov- 
emed by a registered retirement savings plan or a 
registered retirement income fund at. any time if, at 
the time the property was. acquired by the trust, 


(a) the property was a share of the capital stock of 
a corporation (other than a cooperative corpora- 
tion) that would, at that time or at the end of the 
last taxation year of the corporation ending 
before that time, be a small business corporation 
if the expression “Canadian-controlled private 
corporation” in the definition “small business 
corporation” in subsection 248(1) of the Act were 
read as “Canadian corporation (other than a cor- 
poration controlled at that time, directly or indi- 
rectly in any manner whatever, by one or more 
non-resident persons)”, 


(b) the property was a share of the capital stock 
of a prescribed venture capital corporation de- 
scribed in section 6700, or 

(c) the property was a qualifying share in respect 
of a specified cooperative corporation and the 
plan or fund 


and, immediately after the time the property was ac- 
quired by the trust, the annuitant under the plan or 
fund at that time was not a connected shareholder of 
the corporation. 

Related Provisions: ITA 256(5.1) — Meaning of “controlled di- 
rectly or indirectly”; Reg. 4900(6) — Alternative definition of qual- 
ified investment; Reg. 4901(2) — Meaning of “connected share- 
holder”, “qualifying share” and “specified cooperative corporation”. 


I.T. Technical News: No. 9 (qualified investments — whether 
shareholders deal at arm’s length). 


(13) Notwithstanding subsection (12), where 
(a) a share that is otherwise a qualified invest- 
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ment for the purposes of paragraph (d) of the def- 
inition “qualified investment” in subsection 
146(1) of the Act or paragraph (c) of the defini- 
tion “qualified investment” in subsection 
146.3(1) of the Act solely because of subsection 
(12) is held by a trust governed by a registered 
retirement savings plan or registered retirement 
income fund, 


(b) an individual 
(i) provides services to or for, 
(ii) acquires goods from, or 
(iii) is provided services by 


the issuer of the share or a person related to that 
issuer, 


(c) an amount is received in respect of the share 
by the trust, and 


(d) the amount can reasonably be considered, 
having regard to all the circumstances, including 
the terms and conditions of the share, or any 
agreement relating thereto and any dividend pro- 
vided on the share to be 


(i) on account of, or in lieu or in satisfaction 
of, payment for the services to or for the is- 
suer or the person related to the issuer, or 


(ii) in respect of the acquisition of the goods 
from, or the services provided by, the issuer or 
the person related to the issuer, 


the share shall, immediately before the amount is re- 
ceived, cease to be and shall not thereafter be a qual- 
ified investment for the trust. 

History: Para. 4900(12)(c) amended by P.C. 1995-1820, subsec. 


1(3), October 31, 1995, Canada Gazette, Part II, November 15, 
1995, applicable after December 2, 1992. 


Subsecs. 4900(12) and (13) added by P.C. 1994-1074, subsec. 1(8), 
June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable 
after December 2, 1992. 


Subsecs. 4900(6), (7), (8), (9), (10) and (11) added by P.C. 1986- 
772, subsec. 2(2), March 26, 1986, Canada Gazette, Part II, April 
16, 1986, effective after October 31, 1985. 


Interpretation. Bulletins: IT-320R2: 
investments. 


RRSP — qualified 


4901. Interpretation — (1) For the purposes of 
paragraphs 204.4(2)(b), (d) and (f) and subsection 
204.6(1) of the Act, a “prescribed investment” for a 
corporation or trust, as the case may be, means a 
property that is a qualified investment for the plan or 
fund described in paragraphs 204.4(1)(a) to (d) of 
the Act in respect of which the corporation or trust is 
seeking registration or has been registered, as the 
case may be. 


(1.1) [Revoked] 


History: Subsec. 4901(1.1) revoked by P.C. 1994-1074, subsec. 
2(1), June 23, 1994, Canada Gazette, Part U, July 13, 1994, applica- 
ble after October 31, 1985. 


Para. 4901(1.1)(b) substituted by P.C. 1986-2590, s. 13, November 
20, 1986, Canada Gazette, Part Il, December 10, 1986, applicable 
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after October 31, 1985. 


Subsec. 4901(1.1) added by P.C, 1986-772, subsec. 3(1), March 26, 
1986, Canada Gazette, Part II, April 16, 1986, effective after Octo- 
ber 31, 1985. 


(2) In this Part, 


“allocation in proportion to patronage” has the 
meaning assigned by subsection 135(4) of the Act; 


“connected shareholder” of a corporation at any 
time is a person (other than an exempt person in re- 
spect of the corporation) who owns, directly or indi- 
rectly, at that time, not less than 10% of the issued 
shares of any class of the capital stock of the corpo- 
ration or of any other corporation that is related to 
the corporation and, for the purposes of this 
definition, 

(a) paragraphs (a) to (e) of the definition “speci- 

fied shareholder” in subsection 248(1) of the Act 

apply, and 


(b) an exempt person in respect of a corporation 
is a person who deals at arm’s length with the 
corporation where the total of all amounts, each 
of which is the cost amount of any share of the 
capital stock of the corporation, or of any other 
corporation that is related to it, that the person 
owns or is deemed to own for the purposes of the 
definition “specified shareholder” in, subsection 
248(1) of the Act, is less than $25,000; 


“consumer goods or services” has the meaning as- 
signed by subsection 135(4) of the Act; 


“designated shareholder” of a corporation at any 
time means a taxpayer who at that time 


(a) is, or is related to, a person (other than an ex- 

empt person) who owns, directly or indirectly, 

not less than 10% of the issued shares of any 

class of the capital stock of the corporation or of 

any other corporation that is related to the corpo- 

ration and, for the purposes of this definition, 
(i) paragraphs (a) to (e) of the definition 
“specified shareholder” in subsection 248(1) 
of the Act apply, and 


(ii) an exempt person in respect of a corpora- 
tion is a person who deals at arm’s length with 
the corporation where the total of all amounts, 
each of which is the cost amount of any share 
of the capital stock of the corporation, or of 
any other corporation that is related to it, that 
the person owns or is deemed to own for the 
purposes of the definition “specified share- 
holder” in subsection 248(1) of the Act, is less 
than $25,000; 


(b) is or is related to a member of a partnership 
that controls the corporation, 


(c) is or is related to a beneficiary under a trust 
that controls the corporation, 


(d) is or is related to an employee of the corpora- 
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tion or a corporation related thereto, where: any 
group of employees of the corporation or of the 
corporation related thereto, as the case. may be, 
controls the corporation, except where the group 
of employees includes a person or a related group 
that controls the corporation, or 


(e) does not deal at arm’s length with the 
corporation; 


“governing plan’? means a registered retirement 
savings plan, a registered home ownership savings 
plan, a registered retirement income fund, a deleted 
profit sharing plan or a revoked plan; 


“plan trust” means a trust governed by a governing 
plan; 


“qualifying share’’, in respect of a specified cooper- 
ative corporation and:a registered retirement savings 
plan or registered retirement income fund, means a 
share of the capital or capital stock of the corpora- 
tion where 


(a) ownership of the share or a share identical to 
the share is not a condition of membership in the 
corporation, or 


(b) the annuitant under the plan or fond (or any 
person related to the annuitant) 


(i) has not received a payment from the corpo- 


ration after November 29, 1994 pursuant to:an, 
allocation in proportion to patronage in re-. 


spect of consumer goods or services, and 


(ii) can reasonably be expected not:to receive 
a payment, after the acquisition of the share 
by the trust governed by the plan or fund, 
from the corporation pursuant to an allocation 
in proportion to patronage in respect of con- 
sumer goods or services; 


“revoked plan” has the meaning assigned ‘by para- 
graph 204(f) [204“trevoked plan”’] of the Act; 


“small business investment limited partnership’ 
has the meaning assigned by subsection 5102(1); 


“small business investment trust” has the meaning 
assigned by subsection 5103(1); and 


“small business security’’ has the meaning assigned 
by subsection 5100(2). 


“specified cooperative corporation” means 


(a) a cooperative corporation within the meaning 
assigned by subsection 136(2) of the Act, or 


(b) a corporation that would be a cooperative cor- 
poration within the meaning assigned by subsec- 
tion 136(2) of the Act if the purpose described in 
that subsection were the purpose of providing 
employment to the corporation’s members or 
customers. 


History: The definitions “allocation in proportion to patronage”, 
“consumer goods or services”, and “qualifying share” added, the 


Reg. 4901(2.2)(c) 


_ definition “connected, shareholder” and. para. (a) of “designated 
shareholder” amended, by P.C. 1995-1820, subsecs. 2(3),.(4); (6), 


October 31, 1995, Canada Gazette, Part Il, November 15, 1995; 
“connected shareholder” amendment and “allocation in proportion 
to patronage”, “consumer goods or services”, and ‘ ‘qualifying 
share” additions applicable after December 2, 1992, 


* except that where a property was acquired by a trust governed 
by an RRSP or RRIF before November 30, 1994 and the annui- 
tant under the fund or plan would, if the amended definition, of 

“connected shareholder” applied, be a connected shareholder of 
the corporation immediately after that time, the amended defini- 
tion of “connected shareholder” would not apply in respect of 
that acquisition; and 


* with respect to property acquired before Novethbér 30, 1994, 
para. (a) of “qualifying share” shall-be read as follows: 


‘(a) the share is not required to be purchased asa condition of 
membership in the corporation, or; 


para. (a) of “designated shareholder”. applicable to propenty. ac- 
quired after November 29, 1994. 


The definitions “connected shareholder’, “specified cooperative 
corporation” added by P.C. 1994-1074, subsec. 2(2),. June 23, 1994, 
Canada Gazette, Part II, July 13, 1994, applicable after December 
2 AOD: 


Paras. (b) to (d) of the definition “designated shatehorder” substi- 
tuted by P.C. 1990-1837, s. 1, August 28,1990, Canada‘ Gazette, 
Part II, September 12, 1990, applicable after 1988. 


“Designated shareholder”, “small business investment limited part- 
nership”, “small business investment trust” and “‘small business. se- 
curity” added by P.C. 1986-772, subsec. 3(2), March 26, 1986, Can- 
ada Gazette, Part I, a ee 16, oh etfective after October 31, 
1985. 


(2.1) For the purposes of the definition “connected 


shareholder”. in subsection (2) and of subsection 
(2.2); each share of the capital of.a-specified cooper- 
ative corporation and all other shares of the capital 
of the corporation that have attributes identical to the 
attributes of that share shall be deemed to be shares’ 
of a class of the capital stock of the corporation. 


| History: Subsec. 4901(2.1) added by P.C. 1995-1820, subsec. 2(8), 


October 31, 1995, Canada Gazette, Part Il, November 15, 1995, ap- 
plicable ‘after December 2, 1992, except that it does not apply where 
a property was acquired by a trust governed: by an RRSP or RRIF 
before November 30, 1994 and the annuitant under the fund or plan 
would, if Reg. 4901(2.1)—(2.3) and the amended version of 
4901(2)“connected shareholder” applied, be a connected share- 
holder of the corporation immediately-.after that time. 


(2.2) For the purpose of this Part, a person is deemed 
to be a connected shareholder of a corporation at any 
time where the person would be‘a connected share- 
holder of the corporation at that time if, at that time, 


(a) the; person had each right that the person 
would be deemed to own at that-time for the Aa 
poses ofthe definition “specified shareholder” 
subsection 248(1) of the Act if that right were a 
share of the capital stock of a corporation; 


(b) the person owned each share of a class of the 
capital stock of a corporation that the person had 
a right at.that time under a contract, in equity or 
otherwise, either immediately or in the future and 
either absolutely or contingently, to, acquire; and 


‘(c) the cost amount to the person: ofa ‘share re- 
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ferred to in paragraph (b) were the cost amount to 

the person of the right to which the share relates. 
History: Subsec. 4901(2.2) added by P.C. 1995-1820, subsec. 2(8), 
October 31, 1995, Canada Gazette, Part II, November 15, 1995, ap- 
plicable after December 2, 1992, except that it does not apply where 
a property was acquired by a trust governed by an RRSP or RRIF 
before November 30, 1994 and the annuitant under the fund or plan 
would, if Reg. 4901(2.1)-(2.3) and the amended version of 
4901(2)“connected shareholder” applied, be a connected share- 
holder of the corporation immediately after that time. 


(2.3) For the purpose of this Part, a person is deemed 
to be a designated shareholder of a corporation at 
any time if the person would be a designated share- 
holder of the corporation at that time if, at that time, 
paragraphs (2.2)(a) to (c) applied in respect of that 
person. 

History: Subsec. 4901(2.3) added by P.C. 1995-1820, subsec. 2(8), 


October 31, 1995, Canada Gazette, Part II, November 15, 1995, ap- 
plicable to property acquired after November 29, 1994. 


(3) For greater certainty, a reference in this Part to 


(a) a mortgage includes a reference to a charge, 
hypothec or similar instrument pertaining to real 
property, or to an interest therein; and 


(b) a mortgagor includes a reference to a hypoth- 
ecator or a debtor under any instrument referred 
to in paragraph (a). 


Part L — Deferred Income 
Plans, Foreign Property 


History: Part L was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979. 


Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-412R: Foreign property of registered plans. 


5000. (1) Where a taxpayer holds a share of the capi- 
tal stock of a mutual fund corporation (other than an 
investment corporation) or an interest in, or a right to 
acquire an interest in, 


(a) a mutual fund trust, 
(b) a pooled fund trust, 


(c) a trust that would be a mutual fund trust if 
Part XLVIII were read without reference to para- 
graph 4801(b) thereof, or 


(c.1) a resource property trust, 


that share, interest or right, as the case may be, shall 
not be foreign property for the purpose of computing 
the tax payable by the taxpayer under Part XI of the 
Act in respect of any particular month, if 


(d) the corporation or trust, as the case may be, 
has not acquired any foreign property after June 
30, 1971; or 


(e) at no time during the relevant period for the 
particular month did the cost amount to the cor- 
poration or to the trust, as the case may be, of all 
foreign property held by it exceed 20 per cent of 
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the cost amount to it of all property held by it. 


History: Para. 5000(1)(e) substituted by P.C. 1992-258, subsec. 
1(1), February 13, 1992, Canada Gazette, Part Il, February 26, 
1992, applicable to months ending after 1989 except that for months 
in 1990, 1991, 1992 and 1993 the reference to “20 per cent” shall be 
read as “12 per cent”, “14 per cent”, “16 per cent” and “18 per cent” 
respectively. 


Para. 5000(1)(e) substituted by P.C. 1990-1837, subsec. 2(1), Au- 
gust 28, 1990, Canada Gazette, Part II, September 12, 1990. 


Para. 5000(1)(c.1) added by P.C. 1985-2351, subsec. 1(1), July 24, 
1985, Canada Gazette, Part II, August 7, 1985, applicable with re- 
spect to trusts created after November 12, 1981. 


(1.1) For the purposes of paragraph (i) of the defini- 
tion “foreign property” in subsection 206(1) of the 
Act, the following interests are hereby prescribed not 
to be foreign property; 


(a) an interest of a limited partner in a small busi- 
ness investment limited partnership (within the 
meaning assigned by subsection 5102(1)); 


(b) an interest in a small business investment trust 
(within the meaning assigned by subsection 
5103(1)); and 


(c) an interest of a limited partner in a qualified 
limited partnership. 
History: Subsec. 5000(1.1) added by P.C. 1986-772, subsec. 4(1), 


March 26, 1986, Canada Gazette, Part II, April 16, 1986, effective 
after October 31, 1985. 


(1.2) For the purposes of paragraph (1) of the defini- 
tion “foreign property” in subsection 206(1) of the 
Act, a property of a beneficiary that is an interest 
under a trust described in paragraph 149(1)(0.4) of 
the Act is prescribed not to be foreign property of the 
beneficiary at a time where 


(a) no other property of the beneficiary is foreign 
property at that time; or 


(b) the trust does not own any foreign property at 
that time. 
History: Subsec. 5000(1.2) added by P.C. 1990-1837, subsec. 2(2), 


August 28, 1990, Canada Gazette, Part II, September 12, 1990, ap- 
plicable to 1987 et seq. 


(2) Where 


(a) a share of the capital stock of a corporation 
referred to in subsection (1) or an interest in, or a 
right to acquire an interest in, a trust referred to in 
that subsection would, but for this subsection, be 
foreign property for the purpose of computing the 
tax payable by a taxpayer under Part XI of the 
Act in respect of a particular month, 


(b) the relevant period for the particular month in 
relation to property held by the trust or corpora- 
tion is its taxation year that includes the end: of 
the particular month, and 


(c) at the end of the relevant period for the partic- 
ular month, the cost amount to the corporation or 
to the trust, as the case may be, of all foreign 
property held by it did not exceed 20 per cent of 
the cost amount to it of all property held by it, 
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that share, interest or right shall not be foreign prop- 
erty for the purpose of computing the tax payable by 
the taxpayer under Part XI of the Act in respect of 
the particular month. 

History: Subsec. 5000(2) substituted by P.C. 1992-258, subsec. 
1(2), February 13, 1992, Canada Gazette, Part II, February 26, 
1992, applicable to months ending after 1989 except that for months 
in 1990, 1991, 1992 and 1993 the reference in para. (2)(c) to “20 
per cent” shall be read as “12 per cent”, “14 per cent’, “16 per cent” 
and “18 per cent” respectively. 


Paras. 5000(2)(a), (b) substituted by P.C. 1990-1837, subsec. 2(3), 
August 28, 1990, Canada Gazette, Part Il, September 12, 1990. 


(3) Where. a taxpayer holds a share of the capital 
stock of an investment corporation, subsections (1), 
(2) and (7) apply in respect of that share as if 


(a) the reference in subsection (1) to. “‘mutual 
fund corporation (other than an investment corpo- 
ration)’ were read as a reference to an “invest- 
ment corporation”; and 


(b). the reference in subsection (1) to “June 30, 
1971” were read as a reference. to “October 13, 
1971”. 


(4) Where a taxpayer holds’a ‘share of the capital 
stock of an investment corporation, that share shall 
not be foreign property for the purpose of computing 
the tax payable by the taxpayer under Part XI of the 
Act in respect of a particular month if the share 
would otherwise. be foreign property solely by rea- 
son of the acquisition by the corporation of foreign 
property before October 16, 1971. 


(5) Where a mutual fund corporation or a mutual 
fund trust holds a share of the capital stock of a mu- 
tual fund corporation (other than an investment cor- 
poration) or’ an°interest in, or a right to acquire an 
interest in, a mutual fund trust, the share or the inter- 
est, as the case may be, shall not be foreign property 
for the purpose of computing the tax payable by a 
taxpayer under Part XI of the Act in respect.of a par- 
ticular month if the last-mentioned corporation or 
trust, as the case may be, complies with 


(a) paragraph (1)(d); 

(b) paragraph (1)(e) in geo of the particular 
month; or 

(c) paragraphs (2)(b) and (c) in respect of the par- 
ticular month. 


(6) Where a mutual fund corporation or a: mutual 
fund trust holds a share of the capital stock of an in- 
vestment corporation, the share shall not be foreign 
property for the purpose of computing the tax paya- 
ble by a taxpayer under Part XI of the Act in respect 
of a particular month if the investment corporation 


(a) would comply with paragraph (1)(d) if the ref- 
erence therein to “June 30, 1971” were read as a 
reference to “October 16, 1971”; 

(b) complies with paragraph (1)(e) in respect of 
the particular month; or 
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(c) complies with paragraphs (2)(b), and (c) in re- 
spect of the particular. month. 
History: Subsecs. 5000(3) to (6) substituted by P.C. 1992-258, sub- 


sec. 1(2), February 13,1992, Canada Gazette, Part Il, February 26, 
1992, applicable to months ending after 1989. 


(7) In this section, 


“foreign property” has the meaning assigned: by 
section 206 of the Act; 


“pooled fund trust” means, with respect to a partic- 
ular taxpayer who owns an interest in the trust, a 
trust the trustee of which is a trust company incorpo- 
rated under the laws of Canada or a province and 
that complies with the following conditions: — 


(a) throughout the taxation year of the trust (in 
this subsection referred to as the “first relevant 
year’) in which the taxpayer acquired the interest 
or the first taxation year, of the trust (in this sub- 
section referred to. as the “second relevant year’) 
commencing more than one year after the tax- 
payer acquired the interest, the total, at any time, 
of 


(i) the cost amount. to the trust of 
(A) shares, : 


(B) any property that, under its terms or 
- conditions or any agreement relating to it, 

is convertible into, is exchangeable for or 
- confers a right to acquire, shares, 


(C) bonds, 

(D). mortgages, 

(E) marketable securities, 
(F) cash, 


(G) life insurance policies in Canada (other 
than annuity contracts), and 


(H) annuity contracts issued by persons li- 
censed or, otherwise authorized under the 
laws,of Canada or a province to carry on in 
Canada an annuities business, and 


(ii) the amount by which the cost amount to 
the trust of real property that can reasonably 
be regarded as being held for the purpose of 
producing income from property exceeds the 
total of amounts each of which was owing by 
the trust at that time on account of its acquisi- 
tion of the real property and was included at 
that time in the cost amount to the trust of the 
real property, 


‘was not less than 80 per cent of the amount by 
which the cost amount to the trust of all property 
at that time exceeds the total of amounts each of 
which. was owing by it at that time.on account of 
its acquisition of real property and was included 
at that time in the cost.amount to.it of real 
property, 

(b). throughout the first relevant. year or the sec- 
ond relevant year, the cost amount to the trust at 
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any time of shares, bonds, mortgages and other 
securities of any one corporation or debtor, other 
than bonds, mortgages and other securities of or 
guaranteed by Her Majesty in right of Canada, a 
province or a Canadian municipality, was not 
more than 10 per cent of the amount by which the 
cost amount to the trust of all property at that 
time exceeds the total of all amounts each of 
which was owing by the trust at that time on ac- 
count of the trust’s acquisition of real property 
and was included at that time in the cost amount 
to the trust of real property, 


(c) throughout the first relevant year or the sec- 
ond relevant year, the amount by which 


(i) the cost amount to the trust of any one real 
property at any time 
exceeds 


(ii) the total of amounts each of which was 
owing by the trust at that time on account of 
its acquisition of the real property and was in- 
cluded at that time in the cost amount to it of 
the real property 


was not more than 10 per cent of the amount by 
which the cost amount to the trust of all property 
at that time exceeds the total of amounts each of 
which was owing by the trust at that time on ac- 
count of its acquisition of real property and was 
included at that time in the cost amount to the 
trust of real property, and 


(d) not less than 95 per cent of the income of the 
trust (determined without reference to subsec- 
tions 49(2.1) and 104(6) of the Act) for the first 
relevant year or the second relevant year was de- 
rived from, or from the dispositions of, invest- 
ments described in paragraph (a); 

History: Subpara. (a)(i) of “pooled fund trust” in subsec. 5000(7) 


substituted by P.C. 1997-100, s. 1, January 28, 1997, Canada Ga- 
zette, Part Il, February 5, 1997, applicable after 1995. 


Definition of “pooled fund trust” in subsec. 5000(7) amended by 
P.C. 1994-1074, s. 3, June 23, 1994, Canada Gazette, Part II, July 
13, 1994, applicable after 1989. 


Cl. (a)(i)(A) of “pooled fund trust” in subsec. 5000(7) substituted by 
P.C. 1990-1837, subsec. 2(4), August 28, 1990, Canada Gazette, 
Part I, September 12, 1990, applicable after October 31, 1985. 


Cl. (a)(i)(A) and subpara. (a)(ii) of definition “pooled fund trust” 
substituted by P.C. 1981-2518, s. 5, September 16, 1981, Canada 
Gazette, Part Il, October 14, 1981, effective January 1, 1981. 


“qualified limited partnership”, at a particular 
time after 1985, means a limited partnership that at 
all times after it was formed and before the particular 
time complied with the following conditions: 


(a) it had only one general partner, 


(b) the share of the general partner, as general 
partner, in any income of the partnership from 
any source in any place, for any period, was the 
same as his share, as general partner, in 


(i) the income of the partnership from that 
source in any other place, 
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(ii) the income of the partnership from any 
other source, 


(iii) the loss of the partnership from any 
source, 


(iv) any capital gain of the partnership, and 
(v) any capital loss of the partnership 


for that period, except that the share of the gen- 
eral partner, as general partner, in the income or 
loss of the partnership from specified properties 
(within the meaning assigned by subsection 
5100(1)) may differ from his share, as general 
partner, in the income or loss of the partnership 
from other sources, 


(c) the share of the general partner, as general 
partner, in any income or loss of the partnership 
for any period was not less than his share, as gen- 
eral partner, in the income or loss of the partner- 
ship for any preceding period, 


(d) the interests of the limited partners were de- 
scribed by reference to units of the partnership 
that were identical in all respects, 


(e) no limited partner or group of limited partners 
who did not deal with each other at arm’s length 
held more than 30 per cent of the units of the 
partnership and, for the purposes of this para- 
graph, 
(i) the general partner shall be deemed not to 
hold any unit of the partnership as a limited 
partner, and 


(11) where a limited partner of a partnership is 
a qualified trust (within the meaning assigned 
by subsection 259(3) of the Act) for any pe- 
riod in respect of which subsection 259(1) of 
the Act is applicable, the qualified trust shall 
be deemed not to hold any unit of the partner- 
ship for that period, 


(f) its only undertaking was the investing of its 
funds and its investments consisted solely of 


(i) shares of the capital stock of corporations 
(other than shares that were issued to the part- 
nership and that are shares described in sec- 
tion 66.3 of the Act or shares in respect of 
which amounts have been designated under 
subsection 192(4) of the Act), 


(ii) rights, or warrants that grant the owner 
thereof rights, to acquire shares of the capital 
stock of corporations, 


(111) put or call options in respect of shares of 
the capital stock of corporations, 


(iv) debt obligations of corporations, 


(v) specified properties (within the meaning 
assigned by subsection 5100(1)), or 


(vi) any combination of the properties de- 
scribed in subparagraphs (i) to (v), 


(g) no election has been made under subsection 
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97(2) of the Act on the acgin sition of any prop- 
erty by it, 


(h) it has not borrowed money except for the pur- 
- pose of earning income from its investments and 
the amount of any such borrowings at any time 
_ did not exceed 20 per cent of the PAtlnerstap cap-. 
ital at that time, and 


(i) the cost amount to it of all foreign property 
held by it 


(i) before 1990 and the particular time did not 
exceed 10 per cent, 


(ii) before 1991 and the particular time did not 
exceed 12 per cent, 


(iii) before 1992 and the particular time did 
not exceed 14 per cent, 


(iv) before 1993 and the particular time did 
not exceed 16 per cent, 


(v) before 1994 and the particular time did not 
exceed 18 per cent, and 


(vi) before the particular time did not exceed 
20 per cent 


of the cost amount to it of all property held by it. 


History: That portion of “qualified limited partnership” preceding 
para. (a), and para. (i) thereof, substituted by P.C. 1992-258, sub- 
secs. 1(4), (5), February 13, 1992, Canada Gazette, Part II, Febru- 
ary 26, 1992, applicable after 1989. 


Para. (e) of “qualified limited partnership” substituted by P.C. 1990- 
1837, subsec. 2(5), August 28, 1990, Canada Gazette, Part Il, Sep- 
tember 12, 1990, applicable after October 31, 1985. 


“Qualified limited partnership” added by P.C. 1986-772, subsec. 
4(2), March 26, 1986, Canada Gazette, Part II, ge 16, 1986, ef- 
fective after October 31, 1985. 


“relevant period for the particular month’ means, 
in relation to property held by a particular corpora- 
tion or particular trust, 


(a) its most recent taxation year ending before the 
end of the particular month, and 


(b) its taxation year that includes the end of the 
particular month, where paragraph (a) does not 


apply. 


“resource property trust” means a trust the trustee 
of which is a trust company that is incorporated 
under the laws of Canada or a province and. that 
complies with the following conditions: 


(a) the trust, at all times after the later of Novem- 
ber 12, 1981 and the time at which it was created, 


(i) has limited its activities to 


(A) acquiring Canadian resource properties 
by purchase or by incurring Canadian ex- 
ploration expense or Canadian develop- 
ment expense, or 


(B) holding, exploring, developing, main- 
taining, improving, managing, operating or 
disposing of its. Canadian resource 
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properties, . 
(ii) has made no investments other than 
(A) in Canadian resource properties, 


(B) in property to be used in connection 
with Canadian resource properties de- 
scribed in clause (i)(A), 


(C) in loans secured by Canadian resource 
properties for the purpose of carrying out 
any activity described in subparagraph (1) 
with respect to Canadian resource 
properties, 


(D) in corporations described in subpara- 
graph 149(1)(0.2)(i.1) of the Act, or 


(E) investments that a pension fund or plan 
is permitted to make under the Pension 
Benefits Standards Act or a similar law of 
a province, and 


(iii) has not borrowed money except for the 
purpose of earning income from Canadian re- 
source properties, and 


(b) the beneficiaries of the trust, at all times after 
the later of November 12, 1981 and the time at 
which it was created, were 


(i) registered pension plans, or 


(ii). trusts all the beneficiaries of which were 
registered pension plans. 
History: “Resource property trust” amended by P.C. 1991-2540, s. 


8, December 16, 1991, Canada Gazette, Part Il, January 15, 1992, 
applicable after 1985. 


Definition of “resource property trust” added by P.C. 1985-2351, 
subsec. 1(2), July 24, 1985, Canada Gazette, Part Il, August 7, 
1985, applicable with respect to trusts created after November 12, 
1981. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. 


5001. For the purposes of paragraph 149(1)(0.4) of 
the Act, a trust is a master trust at any time if, at all 
times after it was created and before that time, 


(a) it was resident in Canada; 


(b) its only undertaking was the investing of its 
funds; 


(c) it never borrowed money except where the 
borrowing was for a term not exceeding 90 days 
and it is established that the borrowing was not 
part of a series of loans or other transactions and 
repayments; 


(d) it never accepted deposits; and 


(e) each of the beneficiaries of the trust was a 
trust governed by a registered pension fund or 
plan or a deferred profit sharing plan. 

History: S. 5001 added by P.C. 1990-1837, s. 3, August 28, 1990, 


Canada Gazette, Part Il, September 12, 1990, applicable to 1987 et 
seq. 
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Part Li — Deferred Income 
Plans, Investments in Small 
Business 


History: Part LI (ss. 5100-5104) substituted-by P.C. 1986-772, s 
5, March 26, 1986, Canada Gazette, Part TI, April 16, 1986, effec- 
tive after October 31, 1985. 


Former Part LI, which defined “permanent establishment”, was con- 
solidated by the Consolidated Regulations of Canada, chapter 945, 
proclaimed in force August 15, 1979, by P.C.. 1979-1934, July 19, 
1979, Canada Gazette, Part Ul, August 8, 1979. 


Interpretation Bulletins [Part LI]: IT-320R2: RRSP — qualified 
investments. 


5100. (1) In this Part, 


“designated rate’, at any time, means 150 per cent 
of the highest of the prime rates generally quoted at 
that time by the banks to which Schedule A to the 
Bank Act applies; 


“eligible corporation’’, at any time, means 


(a) a particular corporation that is a taxable Cana- 
dian corporation all or substantially .all of the 
property of which is at that time 
(i) used in a qualifying active business carried 
on by the particular corporation or by a corpo- 
ration controlled by it, 


(i1) shares of the capital stock of one or more 
eligible corporations that are related to the 
particular corporation, or debt obligations: is- 
sued by those eligible corporations, 
(111) any combination of the properties de- 
scribed in subparagraph (i) and (ii), 

(a.l) a specified holding corporation, or 

(b) a prescribed venture capital corporation de- 

scribed in section 6700, 


but does not include 


(c) a corporation that is a taxpayer described. in 
subsection 39(5) of the Act, 


which is the le 
purchasing oe : 

_ tion thereof, 
Applicaton The June 1, 1995 draft regulat 
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(d) a corporation controlled by one or more non- 
resident persons, or 


(e) a venture capital corporation, other than a pre- 
scribed venture capital corporation described in 
section 6700; 


History: Subpara. (a)(ii) of “eligible corporation” substituted, and 
para. (a.1) added, by P.C. 1990-1837, subsecs. 4(1), (2), August 28, 
1990, Canada Gazette, Part 11, September 12, 1990, applicable after 
October 31, 1985. 


Para. (d) of “eligible corporation” substituted by subsec. 4(3) of the 
said P.C. 1990-1837, applicable after 1988. 


“qualifying active business”, at any time, means 
any business carried on primarily in Canada by a 
corporation, but does not include 


(a) a business (other than a business of leasing 
property other than real property) the principal 
purpose of which is to derive income from prop- 
erty (including interest, dividends, rent and royal- 
ties), or 


(b) a business of deriving gains from the. disposi- 
tion of property (other than property in the inven- 
tory of the business), 


and, for the purposes of this definition, a apes 
carried on primarily in Canada by a corporation, at 
any time, includes a business carried on by the cor- 
poration if, at that time, 


(c) at least 50 per cent of the full time employees 
of the corporation and all corporations related 
thereto employed in respect of the business are 
employed in Canada, or | 


(d) at least 50 per cent of the salaries and wages 
paid to employees of the corporation and all cor- 
porations related thereto employed in respect of 
the business are reasonably attributable to ‘ser- 
vices rendered in Canada; 


“qualifying obligation”, at any time, means a bond, 
debenture, mortgage, note or other similar obligation 
of a corporation described in paragraph 149(1)(0.2) 
or (0.3) of the Act, if 


(a) the obligation was issued by the corporation 
after October 31, 1985, 


(b) the corporation used all or substantially all of 
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the proceeds of the issue of the obligation within 
90 days after the receipt thereof to acquire 


(i) small business securities, 


(11) interests of a limited partner in small busi- 
‘ness investment limited partnerships, 


(iii) interests in small business investment 
trusts, or 


(iv) any combination a the properties de- 
scribed in subparagraphs (i) to (iii) 


and, except as provided in subsection 5104(1), 
the corporation was the first person (other than a 
_ broker or dealer in securities) to have acquired 
the properties and the corporation has owned the 
properties continuously since they were so 
acquired, 
(c) the corporation does not hold, and no group of 
persons who do not deal with each other at arm’s 
length and of which it is a member holds, more 
than 30 per cent of the outstanding shares of any 
‘Class of voting stock of another corporation, ex- 
cept where all or any part of those shares were 
acquired in specified circumstances, within the 
‘meaning of subsection 5104(2), 


(d) the recourse of the holder of the obligation 
against the corporation with respect to the obliga- 
tion is limited to the properties acquired with the 
proceeds of the issue of the obligation and any 
properties substituted therefor, and 
(e) the properties acquired with the proceeds of 
the issue of the obligation have not been disposed 
of, unless the disposition occurred within the 90 
day period immediately preceding that time; 
History: The opening words of the definition “qualifying obliga- 
tion” in subsec. 5100(1) amended by P.C. 1994-1817, para. 62(f), 
November 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


“specified holding corporation”, at any time, 
means. a taxable Canadian corporation where 


~ (a) all or substantially all of the collective prop- 
erty of the corporation and of all other corpora- 
tions controlled by it (each of which other corpo- 
rations is referred to in this definition as a 
“controlled corporation’), other than shares in the 
capital stock of the corporation or of a corpora- 
tion related to it and debt obligations issued by it 
or by a corporation related to it, is at that time 
used in a qualifying active business carried on by 
the corporation, and 


(b) all or substantially all of the property of the 
corporation is at that time 
(i) property used in a qualifying active busi- 
ness carried on by the corporation or a con- 
trolled corporation, 


(ii) shares of the capital stock of one or more 
controlled corporations or eligible corpora- 
tions related to the corporation, 


(iii) debt obligations. issued by one or more 


Reg. 5100(2)(b) 


controlled corporations or eligible corpora- 
tions related to the corporation, or 
(iv) any combination of the properties de- 
scribed in subparagraphs (1), (ii) and (iii), 
and in a determination of whether property is used in 
a qualifying active Bisrnes for the purposes of para- 
graph (a), 
(c) where a business 1 is carried on by a controlled 
corporation, 


(1) the business shall be deemed to be a busi- 
ness carried on only by the corporation, and 


(ii) the controlled corporation shall be deemed 
to be the corporation in the application of 
paragraphs (c) and (d) of the definition “‘quali- 
fying active business”, and 


(d) if a business of the corporation is substantially 
similar to one or more other businesses of the 
corporation, all those businesses shall be deemed 
collectively to be one business of the corporation. 
History: “Specified holding corporation” added by P.C. 1990- 


1837, subsec. 4(4), August 28, 1990, Canada Gazette, Part II, Sep- 
tember 12,1990, applicable after October 31, 1985. 


“specified property” means property described in 
any of subparagraphs 204(e)(i), (ii), (iii), (vii) and 
(viii) [204“‘qualified investment’’(a), (b), (c), (f) and 
(g)] of the Act. 


(2) [Small. business security] — For the pur- 
poses of this Part and paragraph (a) of the definition 
“small business property” in subsection 206(1) of the 
Act, a small business security of a person, at any 
time, is the property of that person that is, at that 
time, 


(a) a share of the capital stock of an éligible 
corporation, 


(b) a debt obligation of an eligible corporation 
that does not by its terms or any. agreement re- 
lated thereto restrict the corporation. from, incur- 
ring other debts and that is 
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small business security”, which is consid 

property for the purpose of the “3 for 1” ruk 
under subsection 5100(2) and includ ar 
or subordinated debt issued by eligi 


Paragraph (db) ‘of the definition s 
tion 5100(2) is amended to. exclude fro the definiti 


labour-sponsored venture capital corporaions A 
(i) secured solely by a floating charge on the 
assets of the corporation and that by its terms 
or any agreement related thereto is 
subordinate to all other debt obligations of the 
corporation (other than a small business secur- 
ity issued by the corporation, or a debt obliga- 
tion that is owing by the corporation to a 
shareholder of the corporation or a person re- 
lated to a shareholder of the corporation and 
that is not secured in any manner whatever), 
or 


(ii) not secured in any manner whatever, 
other than a debt obligation that 


(iii) where the debt obligation specifies an in- 
variant rate of interest, has an effective annual 
rate of return that exceeds the designated rate 
for the day on which the obligation was is- 
sued, and 


(iv) in any other case, may have an effective 
annual rate of return at a particular time that 
exceeds the designated rate at the particular 
time, 


(c) an option or right granted by an eligible cor- 
poration in conjunction with the issue of a share 
or debt obligation that qualifies as a small busi- 
ness security to acquire a share of the capital 
stock of the corporation, or 


(d) an option or right granted for no consideration 
by an eligible corporation to a holder of a share 
that qualifies as a small business securities to ac- 
quire a share of the capital stock of the 
corporation 


if, immediately after the time of acquisition thereof, 


(e) the aggregate of the cost amounts to the per- 
son of all shares, options, rights and debt obliga- 
tions of the eligible corporation and all corpora- 
tions associated therewith held by the person 
does not exceed $10,000,000, and 


(f) the total assets (determined in accordance with 
generally accepted accounting principles, on a 
consolidated or combined basis, where applica- 
ble) of the eligible corporation and all corpora- 
tions associated with it do not exceed 
$50,000,000 


and includes 
(g) property of the person that is, at that time, 
(i) a qualifying obligation, 
(11) the proportion of the interest of the person 
as a limited partner in a qualified limited part- 


Income Tax Regulations 


nership (within the meaning assigned by sub- 
section 5000(7)) at that time that 


(A) the aggregate of the cost amounts to 
the partnership of all properties held by the 
partnership at that time that would be 
small business properties (within the 
meaning assigned by subsection 206(1) of 
the Act) if the partnership were a person, 


is of 
(B) the aggregate of the cost amounts to 
the partnership of all properties held by the 
partnership at that time, or 

(iii) a security (in this subparagraph referred 

to as the “new security”) described in any of 


paragraphs (a) to (d), where the new security 
was issued at a particular time 


(A) in exchange for, on the conversion of, 
or in respect of rights pertaining to a secur- 
ity (in this paragraph referred to as the 
“former security”) that would, if this sub- 
section were read without reference to this 
subparagraph and paragraph (h), be a small 
business security of the person immedi- 
ately before the particular time, and 


(B) pursuant to an agreement entered into 
before the particular time and at or before 
the time that the former security was last 
acquired by the person, or 


(h) where the person is a small business invest- 
ment corporation, small business investment lim- 
ited partnership or small business investment 
trust, property of the person that is, at that time, a 
security (in this paragraph referred to as the “new 
security”) described in any of paragraphs (a) to 
(d), where the new security was issued at a partic- 
ular time not more than 5 years before that time 
in exchange for, on the conversion of, or in re- 
spect of rights pertaining to a security that would, 
if this subsection were read without reference to 
this paragraph, be a small business security of the 
person immediately before the particular time. 
Related Provisions: ITA 204.8 “eligible investment” (f). 


History: The opening words of para. 5100(2)(f) substituted by P.C. 
1994-1074, subsec. 4(1), June 23, 1994, Canada Gazette, Part II, 
July 13, 1994, applicable after 1991. 


All that portion of subsec. 5100(2) following para. (f) substituted by 
P.C. 1992-258, subsec. 2(1), February 13, 1992, Canada Gazette, 
Part Il, February 26, 1992, applicable to property acquired after 
1989. 


That portion of para. 5100(2)(b) preceding subpara. (ii) substituted 
by P.C. 1990-1837, subsec. 4(5), August 28, 1990, Canada Gazette, 
Part H, September 12, 1990, applicable in respect of debt obliga- 
tions issued after September 12, 1990 other than debt obligations 
that were required to be issued pursuant to agreements in writing 
entered into on or before that date. 


That portion of subsec. 5100(2) following para. (f) substituted by 
P.C. 1987-371, subsec. 1(1), March 5, 1987, Canada Gazette, Part 
II, March 18, 1987, effective after October 31, 1985. 


(2.1) Where all or part of the property of a person 
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consists of the shares of the capital stock of a pre- 
scribed venture capital corporation within the mean- 
ing assigned by section 6700, options or rights 
granted by the corporation, or debt obligations of the 
corporation, 


(a) the aggregate of the cost amounts to the per- 
son of all such property shall be deemed for the 

purposes of paragraph (2)(e) not to exceed 
$10,000,000; and 


(b) the total assets (determined in accordance 
with generally accepted accounting principles, on 
a consolidated or combined basis, where applica- 
ble) of the corporation and all corporations asso- 
ciated with it shall be deemed for the purposes of 
paragraph (2)(f) not to exceed $50,000,000. 
History: Para. 5100(2.1)(b) amended by P.C. 1994-1074, subsec. 


4(2), June 23, 1994, Canada Gazette, Part I, July 13, 1994, applica- 
ble after 1991. 


Subsec. 5100(2.1) added by P.C. 1990-1837, subsec. 4(6), August 


28, 1990, Canada Gazette, Part II, September 12, 1990, applicable 
after October 31, 1985. 


(3) For the purposes. of subsection (2), 


(a) in determining the effective annual rate of re- 
turn in respect of a debt obligation of an eligible 
corporation, the value of any right to convert the 
debt obligation or any part thereof into, or to ex- 
change the debt obligation or any part thereof for, 
shares of the capital stock of the corporation or 
an option or right to acquire such shares shall not 
be considered; and | 


(b) a corporation shall be deemed not to be asso- 
ciated with another at any time where the corpo- 
ration would not be associated with the other if 


(i) the references to “controlled, directly or in- 
directly, in any manner whatever’ in section 
256 of the Act (other than subsection (5.1) 
thereof) were read as references to “con- 
trolled’, and 


(ii) such rights described in. subsection 
256(1.4) of the Act and shares, as were held at 
that time by a small business investment cor- 
poration, small business investment limited 
partnership or small business investment trust, 
were disregarded. 

History: Subsec. 5100(3) substituted by P.C. 1990-1837, subsec. 

4(7), August 28, 1990, Canada Gazette, Part Il, September 12, 

1990, applicable after 1988. 


(4) For the purposes of paragraph (e) of the defini- 
tion “small business property” in subsection 206(1) 
of the Act, a taxpayer is a prescribed person in re- 
spect of a property at any time where 


(a) the following conditions are met: 


(i) the taxpayer is a beneficiary of a trust that 
has elected pursuant to subsection 259(1) of 
the Act for a period that includes that time, 


(ii) the property is deemed to be held by the 
taxpayer at that time by virtue of subsection 
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259(1) of the. Act, and. 
(iii) the trust referred to in subparagraph (i) is 
the first person (other than a broker or dealer 
in securities) to have acquired the property 
and has owned the property continuously 
since it was so acquired, except where the 
property is a small business security acquired 
in cases described in subsection 5104(1); 
(b) the taxpayer is a limited partner in a qualified 
limited partnership (within the meaning assigned 
by subsection 5000(7)) and the property is that 
proportion of the taxpayer’s interest in the part- 
nership that, pursuant to subparagraph (2)(g)(ii), 
is a small business seers of the taxpayer at that 
time; 


(c) the taxpayer is a pole: of property that at that 
time is a small business security acquired in cases 
described in subsection 5104(1); 


(d).the taxpayer is a limited partner in a small 
business investment limited. partnership the units 
of which are. listed on a stock exchange pre- 
scribed. under section. 3200. and the property con- 
sists. of the taxpayer’s units in that partnership; or 


(e) the taxpayer is a beneficiary under a small 
business investment trust the units of which, are 
listed on a stock exchange prescribed under. sec- 
tion 3200. and the property consists of the tax- 
payer’s units in that trust. 
History: Para. 5100(4)(b) substituted by. P.C, 1992-258, subsec. 
2(2), February 13, 1992, Canada Gazette, Part II, February. 26, 
1992, applicable to property acquired after 1989. 


Paras. 5100(4)(d), (e) added by P.C. 1990-1837, subsec. 4(8), Au- 
gust 28, 1990, Canada Gazette, Part Il, September 12, 1990, appli- 
cable after 1989. 


Subsec. 5100(4) added by P.C. 1987-371, subsec. 1(2), March 5, 
1987, Canada Gazette, Part Il, March 18, 1987, effective after Oc- 
tober 31, 1985. 


5101. [Small business investment corpora- 
tion] — (1) Subject to subsection (4), for the pur- 
poses of this Part and paragraph 149(1)(0.3) and par- 
agraph (b) of the definition’ “small business 
property’? in subsection 206(1) of the Act, a corpora- 
tion is a small business investment corporation at 
any time if it is a Canadian ‘corporation incorporated 
after May 22, 1985 and at all times after it was incor- 
porated and before that time 


(a) all of the shares, and rights to acquire shares, 
of the capital stock of the corporation were 
owned by 

(i) one or more registered pension plans, 


(ii) one or more trusts all the beneficiaries of 
which were registered pension plans, 

(iii) one or more related segregated fund trusts 
(within the meaning assigned by paragraph 
138.1(1)(a) of the Act) all the beneficiaries of 
which were registered. pension plans, or 


(iv) one or more persons prescribed by section 
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4802 for the purposes of clause 


149(1)(0.2)(iv)(D) of the Act; 
(b) its only undertaking was the investing of its 
funds and its investments consisted solely of 


(i) small business securities, 


(ii) interests of a limited partner in small busi- 
ness investment limited partnerships, 


(iii) interests in small business investment 
trusts, 


(iv) property (other than small business secur- 

ities) described in any of subparagraphs (f)(i) 

to (iv) of the definition “qualified limited part- 

nership” in subsection 5000(7), 

(v) specified properties, or 

(vi) any combination of properties described 

in any of subparagraphs (1) to (v) 
and, except as provided in subsection 5104(1), 
with respect to properties referred to in any of 
subparagraphs (i) to (iii), the corporation was the 
first person (other than a broker or dealer in se- 
curities) to have acquired the properties and the 
corporation has owned the properties continu- 
ously since they were so acquired; 


(c) it has complied with subsection (2); 


(d) it did not hold, and no group of persons who 
did not deal with each other at arm’s length and 
of which it was a member held, more than 30 per 
cent of the outstanding shares of any class of vot- 
ing stock of a corporation, except where 


(i) all or any part of those shares were ac- 
quired in specified circumstances within the 
meaning of subsection 5104(2), or 


(11) those shares were of any class of voting 
stock of a prescribed venture capital corpora- 
tion within the meaning assigned by section 
6700; 


(e) it has not borrowed money except from its 
shareholders; and 


(f) it has not accepted deposits. 
History: Para. 5101(1)(b)(iv) added, paras. (iv), (v) renumbered as 
(v) and (vi), by P.C. 1994-1074, s. 5, June 23, 1994, Canada Ga- 
zette, Part Il, July 13, 1994, applicable after 1990. 
Para. 5101(1)(a) amended by P.C_ 1991-2540, s. 8, December 16, 
1991, Canada Gazette, Part II, January 15, 1992, applicable after 
1985. 
Para. 5101(1)(d) substituted by P.C. 1990-1837, s. 5, August 28, 
1990, Canada Gazette, Part Il, September 12, 1990, applicable after 
October 31, 1985. 


(2) Every small business investment corporation 
shall at all times hold properties referred to in sub- 
paragraphs (1)(b)(i) to (i11), the aggregate of the cost 
amounts of which is not less than 75 per cent of the 
amount, if any, by which 


(a) the aggregate of all amounts each of which is 
the amount of consideration for the issue of 
shares of its capital stock or debt to its sharehold- 
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ers or the amount of a contribution of capital by 
its shareholders received by it more than 90 days 
before that time 


exceeds 
(b) the aggregate of 


(i) all amounts paid by it before that time to its 
shareholders as a return of capital or a repay- 
ment of debt, and 


(ii) the amount, if any, by which the aggregate 
of its losses from the disposition of properties 
disposed of before that time exceeds the ag- 
gregate of its gains from the disposition of 
properties disposed of before that time. 


(3) For the purposes of subsection (2), where a small 
business investment corporation disposes of a prop- 
erty referred to in subparagraphs (1)(b)() to (iii), it 
shall be deemed to continue to hold the investment 
for a period of 90 days following the date of the 
disposition. 


(4) For the purposes of paragraph 149(1)(0.3) of the 
Act, where a small business investment corporation 
holds an interest in a partnership or trust that quali- 
fied as a small business investment limited partner- 
ship or small business investment trust, as the case 
may be, when the interest was acquired and that, but 
for this subsection, would cease at a subsequent time 
to so qualify, the interest in the partnership or trust 
shall be deemed to be an interest in a small business 
investment limited partnership or small business in- 
vestment trust, as the case may be, for the 24 months 
immediately following the subsequent time. 


5102. [Small business investment limited 
partnership] — (1) For the purposes of this Part 
and paragraph (c) of the definition “small business 
property” in subsection 206(1) of the Act, a partner- 
ship is a small business investment limited partner- 
ship at any time if at all times after it was formed 
and before that time 
(a) it had only one general partner, 
(b) the share of the general partner, .as. general 
partner, in any income of the partnership from 
any source in any place, for any period, was the 
same as his share, as general partner, in 
(i) the income of the partnership from that 
source in any other place, 


(1) the income of the partnership from any 
other source, 


(iii) the loss of the partnership from any 
source, | 
(iv) any capital gain of the partnership, and 
(v) any capital loss of the partnership 
for that period, except that the share of the gen- 
eral partner, as general partner, in the income or 


loss of the partnership from specified properties 
may differ from his share, as general partner, in 
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the income or loss of the partnership from other 
sources, 


(c) the share of the general partner, as general 
partner, in any income or loss of the partnership 
for any period was not less than his share, as gen- 
eral partner, in the income or loss of the partner- 
ship for any preceding period; 


(d) the interests of the limited partners were de- 
scribed by reference to: units of the partnership 
that were identical in all respects, 


(e) no limited partner or group of limited partners 
who did not deal with each other at arm’s length 
held more than 30 per cent of the units of the 
partnership and, for the purposes of this para- 
graph, | 
(i) a small business investment corporation 
that has not borrowed money and in which no 
shareholder or group of shareholders who did 
not deal with each other at.arm’s length held 
more than 30 per cent of the outstanding 
shares of any class of voting stock shall be 
deemed not to be a limited partner, and 


(41) the general partner shall be deemed not to 


hold any unit of the partnership as a limited’ 


partner, and 


(f) its only undertaking was the investing of its 
funds and its investments consisted solely of 


(i) small business securities where, except as 
provided in subsection 5104(1), the partner- 
ship was the first person (other than a broker 
or dealer in securities) to have acquired the se- 
curities and it has owned.the securities contin- 
uously since they were so acquired, 


(11) property (other than small business securi- 
ties) described in any of subparagraphs. (f)(1) 
to (iv) of the definition “qualified limited part- 
nership” in subsection 5000(7), 
(ili), specified properties, or 
(iv) any combination of properties described 
in any of subparagraphs (i) to (aii), 

(g) it has complied with subsection (2), 


(h) it has not borrowed money except for the pur- 
pose of earning income from its investments and 
the amount of any such borrowings at any time 
did not exceed 20 per cent of the partnership cap- 
ital at that time, and 


(i) it has not accepted deposits. 
History: Para. 5102(1)(f)(ii) added, paras. 5102(1)(f)Gii) and (iii) 
renumbered as (iii) and (iv), by P.C. 1994-1074,'s. 6, June 23, 1994, 
Canada Gazette, Part I, July 13, 1994, applicable after 1990. 
Para: 5102(1)(e) substituted by P.C. 1990-1837, s. 6, August 28, 
1990, Canada Gazette, Part II, September 12, 1990, applicable after 
October 31, 1985. 


(2) The aggregate of the cost amounts to a small bus- 
iness. investment limited partnership of small busi- 
ness securities held by it at any time shall not be less 
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than the amount, if any, by which the aggregate of 
(a) 25 per cent of the amount, if any, by which 
(i) the aggregate of all amounts received by it 
more than 12 months before that time and not 
more than 24 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units << | 
exceeds ai 
(ii) the aggregate of all amounts paid by it 
before that. time, to its. members. and desig- 
nated by the partnership as a return of the con- 
sideration referred to in subparagraph @), 
(b) 50 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 24 months before that time and not 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
Spect of its units 


exceeds . 
(ii) the aggregate of all amounts paid by it 
before that time to its members and desig- 


nated by the partnership as a return of the con- 
sideration referred to in subparagraph (i), and 


(c) 75 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
spect: of its: units 


exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its members and desig- 
nated by the partnership as a return of the con- 
sideration referred to in subparagraph (i), 


exceeds 75 per cent of the amount, if any, by which 
the aggregate of its losses from the disposition of 
properties disposed of before that time exceeds the 
aggregate of its gains from the disposition of proper- 
ties disposed of before that time. 


(3) For the purposes of subsection (2), where a small 
business investment limited partnership disposes of a 
small business security it shall be deemed to con- 
tinue to hold the investment for a period of 90 days 
following the date of the disposition. © 


5103. [Small business investment trust] — (1) 
For the purposes. of this»Part,. paragraph (d) of the 
definition “small business property’ in subsection 
206(1). of the Act and subsection 259(3) of the Act, a 
trust is a small business investment trust at any time 
if at all times after it was created and before that 
time 

(a) it was resident in Canada; 

(b) the interests of the beneficiaries under the 

trust were described. by reference to units of the 

trust that were identical in all, respects; and 
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(c) no beneficiary or group of beneficiaries who 
did not deal with each other at arm’s length held 
more than 30% of the units of the trust and, for 
the purposes of this paragraph, a small business 
investment corporation that has not borrowed 
money and in which no shareholder or group of 
shareholders who did not deal with each other at 
arm’s length held more than 30 per cent of the 
outstanding shares of any class of voting stock 
shall be deemed not to be a beneficiary; 


(d) its only undertaking was the investing of its 
funds and its investments consisted solely of 


(i) small business securities where, except as 
provided in subsection 5104(1), the trust was 
the first person (other than a broker or dealer 
in securities) to have acquired the securities 
and it has owned the securities continuously 
since they were so acquired, 


(ii) property (other than small business securi- 
ties) described in any of subparagraphs (f)(i) 
to (iv) of the definition “qualified limited part- 
nership” in subsection 5000(7), 

(iii) specified properties, or 

(iv) any combination of properties described 
in subparagraphs (i) to (iii); 

(e) it has complied with subsection (2); 


(f) it has not borrowed money except for the pur- 
pose of earning income from its investments and 
the amount of any such borrowings at any time 
did not exceed 20 per cent of the trust capital at 
that time; and 


(g) it has not accepted deposits. 


History: Para. 5103(1)(d)(@i) added, paras. 5103(1)(d)(ii) and (iii) 
renumbered as (iii) and (iv), by P.C. 1994-1074, s. 7, June 23, 1994, 
Canada Gazette, Part II, July 13, 1994, applicable after 1990. 


(2) The aggregate of the cost amounts to a small bus- 
iness investment trust of small business securities 
held by it at any time shall not be less than the 
amount, if any, by which the aggregate of 


(a) 25 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 12 months before that time and not 
more than 24 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its beneficiaries and desig- 
nated by the trust as a return of the considera- 
tion referred to in subparagraph (i), 


(b) 50 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 24 months before that time and not 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units | 
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exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its beneficiaries and desig- 
nated by the trust as a return of the considera- 
tion referred to in subparagraph (1), and 


(c) 75 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(11) the aggregate of all amounts paid by it 
before that time to its beneficiaries and desig- 
nated by the trust as a return of the considera- 
tion referred to in subparagraph (1) 


exceeds 75 per cent of the amount, if any, by which 
the aggregate of its losses from the disposition of 
properties disposed of before that time exceeds the 
aggregate of its gains from the disposition of proper- 
ties disposed of before that time. 


(3) For the purposes of subsection (2), where a small 
business investment trust disposes of a small busi- 
ness security it shall be deemed to continue to hold 
the investment for a period of 90 days following the 
date of disposition. 


5104. (1) Notwithstanding paragraph (b) of the defi- 
nition “qualifying obligation” in subsection 5100(1) 
and paragraphs 5101(1)(b), 5102(1)(f) and 
5103(1)(d), the corporation, partnership or trust, as 
the case may be, may acquire a small business secur- 
ity that another person (other than a broker or dealer 
in securities) had previously acquired if 


(a) the small business security is a share of the 
capital stock of an eligible corporation having 
full voting rights under all circumstances; and 


(b) except where the share was acquired in speci- 
fied circumstances within the meaning of subsec- 
tion (2), the share was acquired from an officer or 
employee of the eligible corporation or a person 
related to the officer or employee. 


(2) For the purposes of this Part, 


(a) where a person acquires a share of a corpora- 
tion 
(i) as part of a proposal to, or an arrangement 
with, the corporation’s creditors that has been 
approved by a court under the Bankruptcy 
[and Insolvency] Act or the Companies’ Cred- 
itors Arrangement Act, 


(ii) at a time when all or substantially all of 
the corporation’s assets were under the control 
of a receiver, receiver-manager, sequestrator 
or trustee in bankruptcy, or 

(111) at a time when, by reason of financial dif- 


ficulty, the corporation was in default, or 
could reasonably be expected to default, on a 
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debt obligation held by a person with whom 
the corporation was dealing at arm’s length, 


the person shall be deemed, at any time within 36 
months after he acquired the share, to have ac- 
quired it in specified circumstances;, 


(b) where a person acquires a share of a corpora- 
tion for the purposes of facilitating the disposi- 
tion of the entire investment of the person in the 
corporation, the person shall be deemed, at any 
time within 12 months after he acquired the 
share, to have acquired it in specified circum- 
stances; and 


(c) a qualified trust (within the meaning assigned 
by subsection 259(3) of the Act) is deemed not to 
hold any property for any period ‘in respect of 
which subsection 259(1) of the Act is applicable. 
History: Para. 5104(2)(c) added by P.C. 1990-1837, s. 7, August 


28, 1990, Canada Gazette, Part II, September 12, 1990, ppebe ale 
after October 31, 1985. 


Paras. 5104(2)(a) and (b) substituted by P.C. 1986-2590, s. 14, No- 
vember 20, 1986, Canada Gazette, Part Il, December 10, 1986, ap- 
plicable after October 31, 1985. 


(3) Where the purchaser of a property that, but for 
this subsection, would at the time of its acquisition 
be a small business security (or, where the purchaser 
is a partnership, a member thereof) knew at the time 
of acquisition that the issuer of the security would, 
within the immediately following 12 months, cease 
to. qualify as an eligible corporation, the property 
shall be deemed never to have been a small business 
security of the purchaser. 


(4) Where a person who holds a share of or an inter- 
est in a corporation, partnership or trust that, but for 
this subsection, would be a small business invest- 
ment corporation, small business investment limited 
partnership or small business investment trust knew 
at the time of issue of the share or interest, as the 
case may be, or at the time of making any contribu- 
tion in respect of the share or interest, that 


(a)'a substantial portion of 
(1) the consideration for the issue of the share 
or interest, or 


(ii) the contribution in respect of the share or 
interest 
would not be invested by the corporation, part- 
nership or trust, as the case may be, directly or 
indirectly in small business securities, and 


(b) all or substantially all of 


(i) the consideration for the issue of the share 
or interest, or 
(ii) the contribution in respect of the share or 
interest 
would be returned to the purchaser within the im- 
mediately following 24 months, 


the corporation, partnership or trust shall be deemed 
to have ceased at that time to be a small business 
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investment corporation, small business investment 
limited partnership or small business investment 
trust. 


(5) Where, but for this subsection, a property that 
qualified as a small business security when it was ac- 


quired would cease at a subsequent time to so qual- 
ify, the property shall be deemed to be a small busi- 
ness security for the 24 months immediately 


following the subsequent time. 


(6) For the purposes of this Part, a partnership shall 
be deemed to be a person. 


Part Lil — Canadian 
Manufacturing and 
Processing Profits 


History: Part LIT was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


5200. Basic formula — Subject. to ee 5201, 


for the purposes of paragraph 125.1(3)(a) 
[125.1(3)“Canadian manufacturing and processing 
profits”] of the Act, “Canadian manufacturing and 
processing profits” of a corporation for a taxation 
year are hereby prescribed to be that proportion of 
the corporation’s adjusted business income for the 
year that 


(a) the aggregate of its cost of manufacturing and 
processing capital for the year and its cost of 
manufacturing and PHOCEASINE labour for the year, 


is of 


(b) the aggregate of its cost of uta for the year 
and its cost of labour for the year. 


Interpretation Bulletins: IT-145R: Canadian manufacturing and 
processing profits — reduced rate of corporate tax. 


5201. Small manufacturers’ rule — For the pur- 
poses of paragraph 125.1(3)(a) [125.1(3)“Canadian 
manufacturing and processing profits’] of the Act, 
“Canadian manufacturing and processing profits” of 
a corporation for a taxation year are hereby pre- 
scribed to be equal to the corporation’s adjusted bus- 
iness income for the year where 


(a) the activities of the corporation during the 
year were primarily manufacturing or processing 
in Canada of goods for sale or lease; 


(b) the aggregate of 


(i) the aggregate of all amounts each of which 
is the income of the.corporation for the year 
from an active business minus the aggregate 
of all amounts each of which is the loss of the 
corporation for the year from an active busi- 
ness, and 


(ii) if the corporation is associated in the year 
with a Canadian corporation, the aggregate of 
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all amounts each of which is the income of the 
latter corporation from an active business for 
its taxation year coinciding with or ending in 
the year, 


did not exceed $200,000; 


(c) the corporation was not engaged in any of the 
activities listed in subparagraphs 125.1(3)(b)(i) to 
(ix) [125.1(3)“manufacturing or processing’’(a) to 
(k)] of the Act at any time during the year; 


(c.1) the corporation was not engaged in the 
processing of ore (other than iron ore or tar 
sands) from a mineral resource located outside 
Canada to any stage that is not beyond the prime 
metal stage or its equivalent; 


(c.2) the corporation was not engaged in the 
processing of iron ore from a mineral resource lo- 
cated outside Canada to any stage that is not be- 
yond the pellet stage or its equivalent; 


(c.3) the corporation was not engaged in the 
processing of tar sands located outside Canada to 
any stage that is not beyond the crude oil stage or 
its equivalent; and 


(d) the corporation did not carry on any active 
business outside Canada at any time during the 
year. 

History: Paras. 5201(c.1) to (c.3) added by P.C. 1994-230, s. 5, 


February 10, 1994, Canada Gazette, Part II, February 23, 1994, ap- 
plicable to 1990 et seq. 


All that portion of para. 5201(b) following subpara. (ii) substituted 
by P.C. 1982-3198, October 21, 1982, Canada Gazette, Part II, No- 
vember 10, 1982, applicable to 1982 et seg. 


5202. Interpretation — In this Part, except as oth- 
erwise provided in section 5203 or 5204, 


“adjusted business income” of a corporation for a 
taxation year means the amount, if any, by which 


(a) the aggregate of all amounts each of which is 
the income of the corporation for the year from 
an active business carried on in Canada 


exceeds 


(b) the aggregate of all amounts each of which is 
the loss of the corporation for the year from an 
active business carried on in Canada; 


“Canadian resource profits” has the meaning that 
would be assigned to the expression “resource prof- 
its’ by section 1204 if 


(a) section 1204 were read without reference to 
subparagraph 1204(1)(b)(iv), and 


(b) the definition “resource activity” in subsec- 
tion 1206(1) were read without reference to para- 
graph (d) of that definition; 
History: The definition “Canadian resource profits” in s. 5202 
amended by P.C. 1996-1488, s. 6, September 24, 1996, Canada Ga- 


zette, Part II, October 16, 1996, applicable to taxation years that be- 
gin after December 20, 1991. 


“Canadian resource profits” added by P.C. 1994-230, s. 6, February 
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10, 1994, Canada Gazette, Part II, February 23, 1994, applicable to 
1990 et seq. 


“cost of capital’’ of a corporation for a taxation year 
means an amount equal to the aggregate of 


(a) 10 per cent of the aggregate of all amounts 
each of which is the gross cost to the corporation 
of a property referred to in paragraph 1100(1)(e), 
(f), (g) or (h), paragraph 1102(1)(d) or (g) or 
Schedule II that 


(1) was owned by the corporation at the end of 
the year, and 


(11) was used by the corporation at any time 
during the year, and 


(b) the aggregate of all amounts each of which is 
the rental cost incurred by the corporation during 
the year for the use of any property a portion of 
the gross cost of which would be included by vir- 
tue of paragraph (a) if the property were owned 
by the corporation at the end of the year, 


but for the purposes of this definition, the gross cost 
of a property or rental cost for the use of any prop- 
erty does not include that portion of those costs that 
reflects the extent to which the property was used by 
the corporation during the year 


(c) in an active business carried on outside Can- 
ada, or 


(d) to earn Canadian investment income or for- 
eign investment income as defined in subsection 
129(4) of the Act; 


“cost of labour” of a corporation for a taxation year 
means an amount equal to the aggregate of 


(a) the salaries and wages paid or payable during 
the year to all employees of the corporation for 
services performed during the year, and 


(b) all other amounts each of which is an amount 
paid or payable during the year for the perform- 
ance during the year, by any person other than an 
employee of the corporation, of functions relating 
to 


(i) the management or administration of the 
corporation, 


(ii) scientific research as defined in section 
2900, or 


(iii) a service or function that would normally 
be performed by an employee of the 
corporation, 


but for the purposes of this definition, the salaries 
and wages referred to in paragraph (a) or other 
amounts referred to in paragraph (b) do not include 
that portion of those amounts that 


(c) was included in the gross cost to the corpora- 
tion of a property (other than a property that was 
manufactured by the corporation and leased dur- 
ing the year by the corporation to another person) 
that was included in computing the cost of capital 


2270 


Part LII — Canadian Manufacturing and Processing Profits 


of the corporation for the year, or 


(d) was related to an active business carried on 
outside Canada by the corporation; 


“cost of manufacturing and processing capital” of 
a corporation for a taxation year means 100/85 of 
that portion of the cost of capital of the corporation 
for that year that reflects the extent to which each 
property included in the calculation thereof was used 
directly in qualified activities of the corporation dur- 
ing the year, but the amount so calculated shall not 
exceed. the cost of capital of the corporation for the 
year; 


“cost of manufacturing and processing labour” of 
a corporation for a taxation year means 100/75 of 
that portion of the cost of labour of the corporation 
for that year that reflects the extent to which 


(a) the salaries and wages included in the calcula- 
tion thereof were paid or payable to persons for 
the portion of their time that they were directly 
engaged in qualified activities of the corporation 
during the year, and 


(b) the other amounts included in the calculation 
thereof were paid or payable to persons for the 
performance of functions that would be directly 
related to qualified activities of the corporation 
during the year if those persons were employees 
of the corporation, 


but the amount so calculated shall not exceed the 
cost of labour of the corporation for the year; 


“gross cost” to a particular person of a property at 
any time means, in respect of property that has be- 
come available for use by the particular person for 
the purposes of subsection 13(26) of the Act, the 
capital cost to the particular person of the property 
computed without reference to subsections 13(7.1), 
(7.4) and (10), sections 21 and 80 and paragraph 
111(4)(e) of the Act and, m respect of any other 
property, nil, and where the particular person ac- 
quired the property 


(a) in the course of a reorganization in respect of 
which, if a dividend were received by the particu- 
lar person in the course of the reorganization, 
subsection 55(2) of the Act would not apply to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b) from another person with whom the particular 
person was not dealing at arm’s length (otherwise 
than by reason of a right referred to in paragraph 
251(5)(b) of the Act) immediately after the prop- 
erty was acquired, 


the capital cost to the particular person of the prop- 
erty for the purposes of this definition shall be com- 
puted as if the property had been acquired at a capi- 
tal cost equal to the gross cost of the property to the 
person from whom the property was acquired by the 
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particular person; 


History: “Gross cost” amended by P.C. 1994-139, subsec. 12(1), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to 1985 et seq., except that 


(a) where the taxpayer so elects by notifying the Minister of 
National Revenue in writing on or before the day on or before 
which the taxpayer is, or would be if a tax under Part I of the 
Income Tax Act were payable by the taxpayer, required by s. 
150 to file a return of income for the taxpayer’s first taxation 
year ending after February 9, 1994, 


(1) for taxation years ending before January 16, 1987, 
“gross cost” shall be read without reference to the words 
“and paragraph 111(4)(e)”, and 


(ii) for taxation years ending before February 9, 1994, all 
that portion of “gross cost” preceding para. (a) shall be read 
as follows: 


“gross cost” to a particular person of a property at 
any time means the capital cost to the particular per- 
son of the property computed without reference to 
subsections 13(7.1), (7.4) and (10), sections 21 and 
80-and paragraph 111(4)(e) of the Act and, where the 
particular person acquired the property 


(b) for taxation years ending before January 16, 1987, where the 
taxpayer has not elected under paragraph (a), the definition 
shall be read as follows: 


“gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10) and sections 21 and 80 of the Act; 


(c) for taxation years ending after January 15, 1987 and before 
February 9, 1994, where the taxpayer has not elected under par- 
agraph (a), the definition shall be read as follows: 


“gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10), sections 21 and 80 and paragraph 
111(4)(e) of the Act; 


‘qualified activities’ means 


(a) any of the following activities, when they are 
performed in Canada in connection with manu- 
facturing or processing (not including the activi- 
ties listed in subparagraphs 125.1(3)(b)() to (ix) 
[125.1(3)“manufacturing or processing’’(a) to (k)] 
of the Act) in Canada of goods for sale or lease: 


(i) engineering design of products and produc- 
tion facilities, 


(ii) receiving and storing of raw materials, 


(iii) producing, assembling and handling of 
goods in process, 


(iv) inspecting and packaging of finished 
goods, 

(v) line supervision, 

(vi) production support activities including se- 


curity, cleaning, heating and_ factory 
maintenance, 


(vii) quality and production control, 
(viii) repair of production facilities, and 
(ix) pollution control, 


(b) all other activities that are performed in Can- 
ada directly in connection with manufacturing or 
processing (not including the activities listed in 
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subparagraphs 125.1(3)(b)@) to (ix) 
[125.1(3)“manufacturing or processing’’(a) to (k)] 
of the Act) in Canada of goods for sale or lease, 
and 


(c) scientific research and experimental develop- 
ment, as defined in section 2900, carried on in 
Canada, 


but does not include any of 


(d) storing, shipping, selling and leasing of fin- 
ished goods, 


(e) purchasing of raw materials, 


(f) administration, including clerical and person- 
nel activities, 


(g) purchase and resale operations, 
(h) data processing, and 


(i) providing facilities for employees, including 

cafeterias, clinics and recreational facilities; 
History: “Qualified activities” amended by P.C. 1994-139, subsec. 
12(2), January 27, 1994, Canada Gazette, Part I, February 9, 1994, 
applicable to scientific research and experimental development done 
or carried on after December 23, 1991, other than scientific research 
and experimental development done or carried on by or on behalf of 
a taxpayer pursuant to an agreement in writing entered into by the 
taxpayer before December 24, 1991. 


“rental cost” of a property means the rents incurred 
for the use of that property; 


“resource profits’’ has the meaning assigned by sec- 
tion 1204; 

History: The definition “resource profits” amended by P.C. 1996- 
1488, s. 6, September 24, 1996, Canada Gazette, Part II, October 


16, 1996, applicable to taxation years that begin after December 20, 
1991. 


“Resource profits” added by P.C. 1994-230, s. 6, February 10, 1994, 
Canada Gazette, Part U1, February 23, 1994, applicable to 1990 er 
Seq. ; 


‘salaries and wages’ means salaries, wages and 
commissions, but does not include any other type of 
remuneration, any superannuation or pension bene- 
fits, any retiring allowances or any amount referred 
to in section 6 or 7 of the Act; 


“specified percentage” for a taxation year means 


(a) where the year commences after 1998, 100%, 
and a 


(b) in any other case, the total of 
(i) that proportion of 10% that the number of 
days in the year that are in 1990 is of the num- 
ber of days in the year, 
(ii) that proportion of 20% that the number of 
days in the year that are in 1991 is of the num- 
ber of days in the year, 
(i11) that proportion of 30% that the number of 
days in the year that are in 1992 is of the num- 
ber of days in the year, 


(iv) that proportion of 50% that the number of 
days in the year that are in 1993 is of the num- 
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ber of days inthe year, 


(v) that proportion of 64.3% that the number 
of days in the year that are in 1994 is of the 
number of days in the year, 


(vi) that proportion of 71.4% that the number 
of days in the year that are in 1995 is of the 
number of days in the year, 


(vii) that proportion of 78.6% that the number 
of days in the year that are in 1996 is of the 
number of days in the year, 


(viii) that proportion of 85.7% that the number 
of days in the year that are in 1997 is of the 
number of days in the year, 


(ix) that proportion of 92.9% that the number 
of days in the year that are in 1998 is of the 
number of days in the year, and 


(x) that proportion of 100% that the number of 
days in the year that are in 1999 is of the num- 
ber of days in the year. . 

History: “Specified percentage” added by P.C. 1994-230, .s. 6, Feb- 


ruary 10, 1994, Canada Gazette, Part Il, February 23, 1994, appli- 
cable to 1990 et seq. 


5203. Resource income — (1) Where a corpora- 
tion has resource activities for a taxation year the 
following rules apply, except as otherwise provided 
in section 5204 


“adjusted business income” of the corporation for 
the year means the amount, if any, by which’ 


(a) the amount otherwise determined under sec- 
tion 5202 to be the adjusted business income of 
the corporation for the year 


exceeds the total of 


(b) the net resource income of the corporation for 
the year, and 


(c) all amounts each of which is an amount in re- 
spect of refund: interest included in computing the 
taxpayer’s income for the year, to the extent that 
the amount is included in the amount otherwise 
determined to be the adjusted business income, 
within the meaning of section 5202, of the corpo- 
ration for the year; 
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History: That portion of the definition of “adjusted business in- 
come” in subsec. 5203(1) after para. (a) amended, and para. (c) ad- 
ded, by P.C. 1996-1488, subsec. 7(1), September 24, 1996, Canada 
Gazette, Part II, October 16, 1996, applicable to taxation years that 
end after March 6, 1996. 


“cost of capital’? of the corporation for the year 
means the amount, if any, by which 


(a) the amount otherwise determined under sec- 
tion 5202 to be the cost of capital of the corpora- 
tion for the year 


exceeds 


(b) that portion of the gross cost of property or 
rental cost for the use of property included in 
computing the cost of capital of the corporation 
for the year that reflects the extent to which the 
property was used by the corporation during the 
year, 


(i) in activities engaged in for the purpose of 
earning Canadian resource profits of the cor- 
poration, or 


(ii) in activities referred to in subparagraph 
66(15)(b)(@), Gi) or (v) [66(15)“Canadian ex- 
ploration and development expenses’’(a), (b) 
or (e)], subparagraph 66(15)(e)(@) or (ii) 
[66(15)“foreign exploration and development 
expenses’(a) or (b)], subparagraph 
66.1(6)(a)(), (ii), (iii) or (v) [66.1(6)“Cana- 
dian exploration expense’’(a), (c), (f) or (i)] or 
subparagraph 66.2(5)(a)(i), (ii) or (vy) 
[66.2(5)“Canadian development expense’’(a), 
(c) or (g)] of the Act; 

History: Subpara. (b)(i) of “cost of capital” amended by P.C. 1994- 


230, subsec. 7(1), February 10, 1994, Canada Gazette, Part II, Feb- 
ruary 23, 1994, applicable to 1990 et seq. 


Subpara. (b)(ii) of the definition “cost of capital” substituted by P.C. 
1978-1315, s. 14, April 20, 1978, Canada Gazette, Part Il, May 10, 
1978, effective on and after May 7, 1974. 


“cost of labour” of the. corporation for the year 
means the amount, if any, by which 


(a) the amount otherwise determined under sec- 
tion 5202 to be the cost of labour of the corpora- 
tion for the year 


exceeds 


(b) that portion of the salaries and wages and 
other amounts included in computing the cost of 
labour of the corporation for the year that, 


(i) was related to the activities engaged in for 
the purpose of earning Canadian resource 
profits of the corporation, or 


(ii) was included in the Canadian exploration 
and development expenses, foreign explora- 
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tion and development expenses, Canadian ex- 
ploration expense or Canadian development 
expense, within the meanings assigned by 
paragraphs 66(15)(b) and (e) [66(15)“Cana- 
dian exploration and development expenses” 
and “foreign exploration and development ex- 
penses”’], paragraph 66.1(6)(a) [66.1(6)““Cana- 
dian exploration expense”] and 66.2(5)(a) 
[66.2(5)“Canadian development expense”’] of 
the Act respectively, of the corporation. 
History: Subpara. (b)(i) of “cost of labour” amended by P.C. 1994- 


230, subsec. 7(2), February 10, 1994, Canada Gazette, Part II, Feb- 
ruary 23, 1994, applicable to 1990 et seq. 


(2) For the purposes of subsection (1), a corporation 
has “resource activities” for a taxation year if 


(a) in computing its income for the year, an 
amount is deductible pursuant to paragraph 
20(1)(v.1) or section 65, 66, 66.1 or 66.2 of the 
Act; 


(b) the corporation was at any time during the 
year engaged in activities for the purpose of earn- 
ing resource profits of the corporation; or 


(c) in computing the corporation’s income for the 
year, an amount was included pursuant to section 
59 of the Act. 

History: Para. 5203(2)(b) amended by P.C. 1994-230, subsec. 7(3), 


February 10, 1994, Canada Gazette, Part II, February 23, 1994, ap- 
plicable to 1990 et seq. 


(3) In subsection (1), “net resource income” of a cor- 
poration for a taxation year means the amount, if 
any, by which the total of 


(a) the resource profits of the corporation for the 
year, and 


(b) the amount, if any, by which 


(i) the total of amounts included in computing 
the income of the corporation for the year, 
from an active business carried on in Canada, 
pursuant to section 59 of the Act (other than 
amounts that may reasonably be regarded as 
having been included in computing the re- 
source profits of the corporation for the year), 


exceeds 


(ii) the total of amounts deducted in comput- 
ing the income of the corporation for the year 
under section 64 of the Act, as that section ap- 
plies with respect to dispositions occurring 
before November 13, 1981 and to dispositions 
occurring after November 12, 1981 pursuant 
to the terms in existence on that date of an of- 
fer or agreement in writing made or entered 
into on or before that date, except. those 
amounts that may reasonably be regarded as 
having been deducted in computing the re- 
source profits of the corporation for the year, 


exceeds the total of 
(c) the total of amounts deducted in computing 
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the income of the corporation for the year under 
section 65 of the Act (other than amounts that 
may reasonably be regarded as having been de- 
ducted in computing the resource profits of the 
corporation for the year), and 


(d) the specified percentage for the year of the 
amount, if any, by which 


(i) the corporation’s resource profits. for the 
year 


exceeds the total of 


(ii) the corporation’s Canadian resource prof- 
its for the year, and 


(iii) the earned depletion base (within the 
meaning assigned by subsection 1205(1)) of 
the corporation at the beginning of its imme- 
diately following taxation year. 
History: Subsec. 5203(3) substituted by P.C. 1994-230, subsec. 
7(4), February 10, 1994, Canada Gazette, Part II, February 23, 
1994, applicable to 1990 et seq. 


(4) For the purpose of subsection (1), “refund inter- 
est” means an amount that is received, or that be- 
comes receivable, after March 6, 1996 


(a) from an authority (including a government or 
municipality) situated in Canada as a conse- 
quence of the overpayment of a tax that was not 
deductible under the Act in computing any. tax- 
payer’s income and that was imposed by an Act 
of Canada or a province or a bylaw of a 
municipality; . 
(b) from a person described in subparagraph 
18(1)(m)(i), Gi) or (iii) of the Act as a conse- 
quence of the overpayment of an amount that, be- 
cause of paragraph 18(1)(m) of the Act, was not 
deductible under the Act in computing any tax- 
payer’s income; or : 


(c) from a person described in subparagraph 
18(1)(m)(i), Gi) or (iii) of the Act as a conse- 
quence of the receipt of an amount that was in 
excess of the amount to which the person was en- 
titled and in respect of an amount that was re- 
quired to be included in computing any tax- 
payer’s income because of paragraph 12(1)(0) of 
the Act. 

History: Subsec. 5203(4) added by P.C. 1996-1488, subsec. 7(2), 


September 24, 1996, Canada Gazette, Part II, October 16, 1996, ap- 
plicable to taxation years that end after March 6, 1996. 


5204. Partnerships — Where a corporation is a 
member of a partnership at any time in a taxation 
year of the corporation, the following rules apply: 


“cost of capital’ of the corporation for the year 
means an amount equal to the aggregate of 


(a) 10 per cent of the aggregate of all amounts 
each of which is the gross cost to the corporation 
of a property referred to in paragraph 1100(1)(e), 
(f), (g) or (h), paragraph 1102(1)(d) or (g) or 
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Schedule II that 


(i) was owned by the corporation at the end of 
the year, and 


(ii) was used by the corporation at any time 
during the year, 


(b) the aggregate of all amounts each of which is 
the rental cost incurred by the corporation during 
the year for the use of any property a portion of 
the gross cost of which would be included by vir- 
tue of paragraph (a) if the property were owned 
by the corporation at the end of the year, and 


(c) that proportion of the aggregate of the 
amounts that would be determined under 
paragraphs (a) and (b) in respect of the partner- 
ship for its fiscal period coinciding with or end- 
ing in the taxation year of the corporation if the 
references in those paragraphs to “the corpora- 
tion” were read as references to “the partnership” 
and the references in those paragraphs to “the 
year’ were read as references to “the fiscal period 
of the partnership coinciding with or ending in 
the year’, that 


(i) the corporation’s share of the income or 
loss of the partnership for that fiscal period 


is of 
(ii) the income or loss of the partnership for 
that fiscal period, as the case may be, 


but for the purposes of this definition, the gross cost 
of a property or rental cost for the use of any prop- 
erty does not include that portion of those costs that 
reflects the extent to which the property was used by 
the corporation during the year or by the partnership 
during its fiscal period coinciding with or ending in 
the year 

(d) in an active business carried on outside 

Canada, 


(e) to earn Canadian investment income or for- 
eign investment income as defined in subsection 
129(4) of the Act on the assumption that subsec- 
tion 129(4) of the Act applied to a partnership as 
well as to a corporation, 


(f) in activities engaged in for the purpose of 
earning Canadian resource profits of the corpora- 
tion or the partnership, as the case may be, or 


(g) in activities referred to in subparagraph 
66(15)(b)(i), Gi) or (v) [66(15)“Canadian explo- 
ration and development expenses’’(a), (b) or (e)], 
subparagraph 66(15)(e)(@) or (ii) [66(15) “foreign 
exploration and development expenses”’(a) or 
(b)], subparagraph 66.1(6)(a)(i), (ii), (iii) or (Vv) 
[66.1(6)“Canadian exploration expense’’(a), (c), 
(f) or (i)] or subparagraph 66.2(5)(a)(i), (ii) or (v) 
[66.2(5)“Canadian development expense”(a), (c) 
or (g)] of the Act; 

History: Para. (f) of “cost of capital” substituted by P.C. 1994-230, 

subsec. 8(1), February 10, 1994, Canada Gazette, Part Il, February 

23, 1994, applicable to 1990 et seq. 
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Para. (g) of the definition “cost of capital” substituted by'P:C. 1978- 
1315, s. 14, April 20, 1978, Canada Gazette; Part Il; May.10, 1978, 
effective on and after May 7, 1974. 


“cost of labour” of the corporation for the year 
means an amount equal to the aggregate of 


(a) the salaries and wages paid or payable during 
the year to all employees of the corporation for 
services performed during the year, — 


(b) all other amounts each of which is an amount 
paid or payable during the year for the perform- 
ance during the year, by any person other than an 
employee of the corporation, of functions relating 
to 


(4) the ihaverient or administration of the 
corporation, 


(11) scientific research as defined in section 
2900, or 


(iii) a Service or function that would normally 
be performed by an AA of the corpora- 
tion, and 


(c) that proportion. of the aggregate of the 
amounts that would be determined under 
paragraphs (a) and (b) in respect of the partner- 
ship for its fiscal period coinciding with or end- 
ing in the taxation year of the corporation if the 
references in those paragraphs to the “corpora- 
tion” were read as references to “the partnership” 
and the references in ‘those paragraphs to “the 
year’ were read as references to “‘the fiscal period 
of the partnership coinciding with or ending in 
the year’, that 


(i) the corporation’s share of the income or 
loss of the partnership for that fiscal period 


is of 


(i1) the income or loss of the partnership for 
that fiscal period, as the case may be, 


but for the purposes of this definition, the salaries 
and wages referred to in paragraph (a) or other 
amounts referred to in paragraph (b), of the corpora- 
tion or the partnership, as the case may be, do not 
include that portion of those amounts that 


(d) was included in the gross cost to the corpora- 
tion or partnership of a property (other than a 
property that was manufactured by the corpora- 
tion or partnership and leased during the year by 
the corporation or the partnership to another per- 

_ son) that was included in computing the cost of 
capital of the corporation for the year, 


(e) was related to an active business carried on 
outside Canada by the corporation or the 
partnership, 


(f) was related to the activities engaged in for the 
purpose of earning Canadian resource profits of 
the corporation or the partnership, as the case 
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may be, or 


History: Para. (f) of “cost of labour” substituted by P.C. 1994-230, 
subsec. 8(2), February 10, 1994, Canada Gazette, Part II, February 
23, 1994, applicable to 1990 et seq. 
-(g) was included in the Canadian exploration and 
development expenses, foreign exploration and 
development expenses, Canadian exploration ex- 
pense or Canadian development expense, within 
the meanings assigned by paragraphs 66(15)(b) 
~ and (e) [66(15)° ‘Canadian exploration and devel- 
opment expenses” and “foreign exploration and 
development expenses”’], 66.1(6)(a) [66.1(6)“Ca- 
nadian exploration expense”] and 66.2(5)(a) 
[66.2(5)““Canadian development expense’’] of the 
Act respectively, of the corporation; 


“cost of manufacturing and processing capital” of 
the corporation for the year means 100/85 of that 
portion of the cost of capital of the corporation for 
that year that reflects the extent to which each prop- 
erty included in the calculation thereof was used. di- 
rectly in qualified activities 


(a) of the corporation during the year, or 


(b) of the partnership during its fiscal period co- 
inciding with or ending in the year, as the case 
may be, 


but the amount so calculated shall not exceed the 
cost of capital of the corporation for the year; 


“cost of manufacturing and processing labour” of 
the corporation for the year means 100/75 of that 
portion of the cost of labour of the corporation for 
that year that reflects the extent to which 


(a) the salaries and wages included in the calcula- 
tion thereof were paid or payable to persons for 
the portion of their time that they were directly 
engaged in qualified activities _ 

(i) of the corporation during the year, or 

(ii) of the partnership during its fiscal period 

coinciding with or ending in the year, and 
(b) the other amounts included in the calculation 
thereof were paid or payable to persons for the 
performance of functions that would be directly 
related to qualified activities 


(i) of the corporation during the year, or 
(11) of the partnership during its fiscal period 
coinciding with or ending in the year, 
if those persons were employees of the corpora- 
tion or the partnership, as the case may be, 


but the amount so calculated shall not exceed the 
cost of labour of the corporation for the year; 


“gross cost” of a property at any time means 


(a) in respect of a property that has become avail- 
able for use by the partnership for the purposes of 
subsection 13(26) of the Act, the capital cost to 
the partnership of the property computed without 
reference to subsections 13(7.1), (7.4) and (10) 
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and sections 21 and 80 of the Act, and 


(b) in respect of any other property of the partner- 

ship, nil 
and, for the purposes of paragraph (a), where the 
partnership acquired the property from a person who 
was a majority interest partner of the partnership 
(within the meaning assigned by subsection 97(3.1) 
of the Act) immediately after the property was ac- 
quired, the capital cost to the partnership of the prop- 
erty shall be computed as if the property had been 
acquired at a capital cost equal to the gross cost to 
the person of the property, except that where the 
property was partnership property on December 31, 
1971, its gross cost shall be its capital cost to the 
partnership as determined under subsection 20(3) or 
(5) of the Income Tax Application Rules. 


History: “Gross cost” amended by P.C. 1994-1817, s. 48, Novem- 
ber 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


“Gross cost” substituted by P.C. 1994-139, s. 13, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to 1985 et 
seq., except that 


(a) where the taxpayer so elects by notifying the Minister of 
National Revenue in writing on or before the day on or before 
which the taxpayer is, or would be if a tax under Part I of the 
Income Tax Act were payable by the taxpayer, required by s. 
150 to file a return of income for the taxpayer’s first taxation 
year ending after February 9, 1994, it shall be read as follows 
for taxation years ending before February 9, 1994: 


“gross cost” of a property at any time means in respect of 
a property of the partnership, the capital cost to the part- 
nership of the property computed without reference to 
subsections 13(7.1), (7.4) and (10) and sections 21 and 
80 of the Act, and, where the partnership acquired the 
property from a person who was a majority interest part- 
ner of the partnership (within the meaning assigned by 
subsection 97(3.1) of the Act) immediately after the 
property was acquired, the capital cost to the partnership 
of the property shall be computed as if the property had 
been acquired at a capital cost equal to the gross cost to 
the person of the property, except that where the property 
was partnership property on December 31, 1971 its gross 
cost shall be its capital cost to the partnership as deter- 
mined under subsection 20(3) or (5) of the Income Tax 
Application Rules, 1971. 


(b) for taxation years ending before January 16, 1987 where the 
taxpayer has not elected under para. (a), it shall be read as 
follows: 


“gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10) and sections 21 and 80 of the Act, 
except that where a property was partnership property on 
December 31, 1971, its gross cost shall be its capital cost 
to the partnership as determined under subsection 20(3) 
or (5) of the Income Tax Application Rules, 1971; 


(c) for taxation years ending after January 15, 1987 and before 
February 9, 1994, where the taxpayer has not elected under 
para. (a), it shall be read as follows: 


“gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10), sections 21 and 80 and paragraph 
111(4)(e) of the Act, except that where a property was 
partnership property on December 31, 1971, its gross 
cost shall be its capital cost to the partnership as deter- 
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mined under subsection 20(3) or (5) of the Income Tax 
Application Rules, 1971. 


Part Lill — Instalment Base 


History: Part LIII (ss. 5300, 5301) substituted by P.C. 1981-2931, 
s. 1, October 22, 1981, Canada Gazette, Part I], November 11, 
1981, applicable by s. 2 as follows: 


(1) Para. 5300(1)(d) applicable to 1980 et seq. 


(2) Subsecs. 5301(1)-(5) effective in respect of instalments of 
tax required to be paid for taxation years commencing after Oc- 
tober 28, 1980. 


(3) Subsecs. 5301(6)—(9) effective in respect of taxation years 
commencing after February 26, 1981 in respect of instalments 
of tax required to be paid after the particular time referred to in 
those subsections where such particular time was after Novem- 
bert 1Os 1. 


Part LIII was consolidated by the Consolidated Regulations of Can- 
ada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


5300. Individuals — (1) For the purposes of sub- 
sections 155(2) and 156(3) of the Act, the instalment 
base of an individual for the 1977 and subsequent 
taxation years shall be the amount by which the ag- 
gregate of 


(a) the tax payable by him for the taxation year 
under Part I of the Act, computed without refer- 
ence to sections 127.2 and 127.3 thereof and 
before taking into consideration any amount re- 
ferred to in any of subparagraphs 161(7)(a)(i) to 
(vii) thereof that was excluded or deducted, as the 
case may be, for the year, and 


(b) the amount deducted by him for the taxation 
year under subsection 127(13) of the Act 


exceeds the aggregate of 


(c) the amount estimated by him to be his deduc- 
tion under subsection 127(13) of the Act for the 
immediately following taxation year, and 


(d) the amount deemed by subsection 120(2) of 
the Act to be an amount paid on account of his 
tax under Part I of the Act for the taxation year. 


History: Para. 5300(1)(a) substituted by P.C. 1985-2277, s. 15, 
July 24, 1985, Canada Gazette, Part II, August 7, 1985, applicable 
with respect to amounts deducted under ss. 127.2 and 127.3 of the 
Act in respect of shares, debt obligations and rights acquired after 
February 15, 1984, other than shares, debt obligations or rights ac- 
quired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights were substantially advanced before February 16, 1984; 
and with respect to amounts referred to in subparas. 161(7)(a)(i) to 
(vii) of the Act for subsequent taxation years ending after August 7, 
1985. 


(2) For the purposes of subsection 161(9) of the Act, 
the instalment base of an individual for the 1977 and 
subsequent taxation years shall have the meaning 
prescribed by subsection (1) if paragraph (c) thereof 
were read as “the amount deducted by him under 
subsection 127(13) of the Act for the immediately 


2276 


Part LILI — Instalment Base Reg. 5301(3) 


following taxation year’. 


History: Subsec. 5300(2) substituted by P.C. 1986-2590, s. 15, No- 
vember 20, 1986, Canada Gazette, Part Il, December 10, 1986. 


5301. Corporations under Part | of the Act — 
(1) Subject to subsections (6) and (8), for the pur- 
poses of subsections 157(4) and 161(9) of the Act, 
the first instalment base of a corporation for a partic- 
ular taxation year means the product obtained when 
the aggregate of : 

(a) the tax payable under Part I of the. Act (as de- 


fined in subsection (10)). by the corporation for its 
taxation year preceding the particular year, and 


(b) the total of the taxes payable by the corpora- 
“tion under Parts 1.3, VI and VI.1 of the Act for its 
"taxation year preceding the particular year 


is multiplied by the ratio that 365 is of the number of 


days in that preceding year. 


History: Paras. 5301(1)(a) and (b) substituted by P.C. 1994-556, 
subsec. 1(1), April 14, 1994, Canada Gazette, Part Il, May 4, 1994, 
applicable in computing the “first instalment base” and “second in- 
stalment base”, within the meanings assigned by Part LIII, for taxa- 
tion years ending after June 1989, except that in its application to 
any of those taxation years ending before 1992, the reference to 
“Parts [.3, VI and VI.1” in para. 5301(1)(b) shall be read as a refer- 
ence to “Part VI.1”. 

Subsec. 5301(1) substituted by P.C. 1989-1565, subsec. 3(1), Au- 
gust 14, 1989, Canada Gazette, Part I, August 30, 1989, applicable 
in respect of 1988 et seq. 

Subsec. 5301(1) substituted by P.C. 1988-390, subsec. 27(1), March 
3, 1988, Canada Gazette, Part Il, March 16, 1988, applicable to 
1985 et seq. : 

Subsec. 5301(1) substituted by P.C. 1985-2277, subsec. 16(1), July 
24, 1985, Canada Gazette, Part HW, August 7,:1985, applicable with 
respect to amounts deducted under ss. 127.2 and 127.3 of the Act in 
respect of shares, debt obligations and rights acquired after Febru- 
ary 15, 1984, other than shares, debt obligations or rights acquired 
before March 1, 1984 where arrangements, evidenced in writing, for 
the issue of the shares or debt obligations or-granting of the rights 
were substantially advanced before February 16, 1984; and with re- 
spect to amounts referred to-in subparas. 161(7)(a)() to (vii) of the 
Act for subsequent taxation years ending after August 7, 1985. 
Subsec. 5301(1) substituted by P.C. 1984-3789, subsec. 14(1), No- 
vember 29, 1984, Canada Gazette, Part I], December 12, 1984, ap- 
plicable to 1982 et seq. 
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(2) Subject to subsections (6) and (8), for the pur- 
poses of subsections 157(4) and 161(9).of the Act, 
the “second instalment base” of a corporation for a 
particular taxation year means the amount of the first 
instalment base of the corporation for the taxation 
year immediately preceding the particular year. 


(3) For the purposes of subsection (1); where the 
number of days in the taxation year of a corporation 
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immediately preceding the particular taxation year 
referred to therein is less than 183, the amount deter- 
mined for the corporation under that subsection shall 
be the greater of 


(a) the amount otherwise determined for it under 
subsection (1); and 


(b) the amount that would be determined for it 
under subsection (1) if the reference therein to 
“its taxation year immediately preceding the par- 
ticular year” were read as a reference to “its last 
taxation year, preceding the particular year, in 
which the number of days exceeds 182”. 


(4) Notwithstanding subsections (1) and (2), for the 
purposes of subsections 157(4) and 161(9) of the 
Act, 


(a) where a particular taxation year of a new cor- 
poration that was formed as a result of an amal- 
gamation (within the meaning assigned by sec- 
tion 87 of the Act) is its first taxation year, 


(i) its “first instalment base” for the particular 
year means the total of all amounts each of 
which is equal to the product obtained when 
the total of 


(A) the tax payable under Part I of the Act 
(as defined in subsection (10)), and 


(B) the total of the taxes payable under 
Parts 1.3, VI and VI.1 of the Act 


by a predecessor corporation (as defined in 
section 87 of the Act) for its last taxation year 
is multiplied by the ratio that 365 is of the 
number of days in that year, and 


(11) its “second instalment base” for the partic- 
ular year means the aggregate of all amounts 
each of which is an amount equal to the 
amount of the first instalment base of a prede- 
cessor corporation for its last taxation year; 
and 


(b) where a particular taxation year of a new cor- 
poration referred to in paragraph (a) is its second 
taxation year, 


(i) its “first instalment base” for the particular 
year means 


(A) where the number of days in its first 
taxation year is greater than 182, the 
amount that would, but for this subsection, 
be determined under subsection (1) for the 
year, and 
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(B) in any other case, the greater of the 
amount that would, but for this subsection, 
be determined under subsection (1) for the 
year and its first instalment base for its 
first taxation year, and 


(ii) its “second instalment base” for the partic- 
ular year means the amount of the first instal- 
ment base of the new corporation for its first 
taxation year. 
History: Subpara. 5301(4)(a)(i) substituted by P.C. 1994-556, sub- 
sec. 1(2), April 14, 1994, Canada Gazette, Part II, May 4, 1994, 
applicable in computing the “first instalment base” and “second in- 
stalment base”, within the meanings assigned by Part LIII, for taxa- 
tion years ending after June 1989, except that in its application to 
any of those taxation years ending before 1992, the reference to 
“Parts [.3, VI and VI.1” in cl. 5301(4)(a)G)(B) shall be read as a 
reference to “Part VI.1”. 


Subpara. 5301(4)(a)(i) substituted by P.C. 1989-1565, subsec. 3(2), 
August 14, 1989, Canada Gazette, Part Il, August 30, 1989, appli- 
cable in respect of 1988 et seq. 


Subpara. 5301(4)(a)(i) substituted by P.C. 1988-390, subsec. .27(3), 
March 3, 1988, Canada Gazette, Part Il, March 16, 1988, applicable 
to 1985 et seq. 


Subpara. 5301(4)(a)(i) substituted by P.C. 1985-2277, subsec. 
16(2), July 24, 1985, Canada Gazette, Part I, August 7, 1985, ap- 
plicable with respect to amounts deducted under ss. 127.2 and 127.3 
of the Act in respect of shares, debt obligations and rights acquired 
after February 15, 1984, other than shares, debt obligations or rights 
acquired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights were substantially advanced before February 16, 1984; 
and with respect to amounts referred to in subparas. 161(7)(a)(1) to 
(vii) of the Act for subsequent taxation years ending after August 7, 
1985. 


Subpara. 5301(4)(a)() substituted by P.C. 1984-3789, subsec, 
14(2), November 29, 1984, Canada Gazette, Part H, December 12, 
1984, applicable to 1982 et seq. 


(5) For the purposes of subsection (4), where the 
number of days in the last taxation year of a prede- 
cessor corporation is less than 183, the amount deter- 
mined under subparagraph (4)(a)(i) in respect of the 
predecessor corporation shall be the greater of 


(a) the amount otherwise determined under sub- 
paragraph (4)(a)(i) in respect of the predecessor 
corporation; and 


(b) the amount of the first instalment base of the 
predecessor corporation for its last taxation year. 


(6) Subject to subsection (7), where a subsidiary 
within the meaning of subsection 88(1) of the Act is 
winding up, and, at a particular time in the course of 
the winding up, all or substantially all of the property 
of the subsidiary has been distributed to a parent 
within the meaning of subsection 88(1) of the Act, 
the following rules apply: 


(a) there shall be added to the amount of the par- 
ent’s first instalment base for its taxation year 
that includes the particular time the amount of the 
subsidiary’s first instalment base for its taxation 
year that includes the particular time; 


(b) there shall be added to the amount of the par- 
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ent’s second instalment base for its taxation year 


that includes the particular time the amount of the 


subsidiary’s second instalment base for its taxa- 
tion year that includes the particular time; 


(c) there shall be added to the amount of the par- 
ent’s first instalment base for its taxation year im- 
mediately following its taxation year referred to 
in paragraph (a) the amount that is the proportion 


of the subsidiary’s first instalment base for its 


taxation year referred to in paragraph (a) that 


(i) the number of complete months that ended 
at or before the particular time in the taxation 
year of the parent that includes the particular 
time 

is of 
(ii) 12; amd 


(d) there shall be added to the amount of the par- 
ent’s second instalment base for its taxation year 
immediately following its taxation year referred 
to in paragraph (a) the amount of the subsidiary’s 
first instalment base for its taxation year that in- 
cludes the particular time. 


(7) The amount of an instalment of tax for the taxa- 
tion year referred to in paragraphs (6)(a) and (b) that 
a parent is deemed under subsection 161(4.1) of the 
Act to have been liable to pay before the particular 
time referred. to in subsection (6) shall be determined 
as if subsection (6) were not applicable in respect of 
a distribution of property described in that, subsec- 
tion occurring after the day on or before which the 
instalment was required to be paid. 


(8) Subject to subsection (9), where at a particular 
time a corporation (in this subsection referred. to as 
the “transferor’) has disposed of all or substantially 
all of its property to another corporation with which 
it was not dealing at arm’s length (in this subsection 
and subsection (9) referred to as the “‘transferee’’) 
and subsection 85(1) or (2) of the Act applied in re- 
spect of the disposition of any of the property, the 
following rules apply: 


(a) there shall be added to the amount.of the 
transferee’s first instalment base for its taxation 
year that includes the particular time the amount 
of the transferor’s first instalment base for its tax- 
ation year that includes the particular time; 


(b) there shall be added to the amount of the 
transferee’s second instalment base for its taxa- 
tion year that includes the particular time the 
amount of the transferor’s second instalment base 
for its taxation year that includes the particular 
time; 

(c) there shall be added to the amount of the 
transferee’s first instalment base for its taxation 
year immediately following its taxation year re- 
ferred to in paragraph. (a) the amount that is the 
proportion of the transferor’s first instalment base 
for its taxation year referred to in paragraph (a) 
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that 


(i) the number of complete months that ended 
at or before the particular time in the taxation 
year of the transferee that includes the particu- 
» lar time 


ds OL 4 
(ii) 12; and 
(d) there shall be added to the amount of the 
transferee’s second instalment base for its taxa- 
» tion year immediately following its taxation year 
referred to in paragraph (a) the amount of the 


transferor’s first instalment base for its taxation 
year that includes the particular time. 


(9) The amount of an instalment of tax for the taxa- 
tion year referred to in paragraphs (8)(a) and (b) that 
a transferee is deemed under subsection 161(4.1) of 
the Act to have been liable to pay before the particu- 
lar time referred to in subsection (8) shall be deter- 
mined as if subsection (8) were not applicable in re- 
spect of a disposition of property described in that 
subsection occurring after the day on or before 
which the instalment was required to. be paid. 


(10) For the purposes of this section, “tax payable 


under Part I of the Act” by a corporation for a taxa- 
tion year means the tax payable under Part I of the 
Act by the corporation for the year before taking into 
consideration any amount referred to in any of sub- 
paragraphs 161(7)(a)(ii) to (x) of the Act that is ex- 
cluded or deducted, as the case may be, for the year. 


History: Subsec. 5301(10) added. by P.C. 1994-556, subsec. 1(3), 
April 14, 1994, Canada Gazette, Part I, May 4, 1994, applicable in 
computing the “‘first instalment base” and “second instalment base”, 
within the meanings assigned by, Part LHI, for taxation years ending 
after June 1989 except that, in making such computations in respect 
of such taxation years commencing before March 1992, subsec. 
5301(10) shall be read as follows: 


(10) For the purposes of this section, “tax payable under Part 
I of the Act” by a Corporation for'a taxation year means the 
amount, if any, by which the tax payable under Part I of the 
Act by the corporation for the year, computed without refer- 
ence to sections 123.1, 127.2 and 127.3 of the Act (and, 
where the year commenced before July 1, 1989, without ref- 
erence to section 125.3 of the Act) and before taking into 
consideration any amount referred to’ in any of subparagraphs 
161(7)(a)(@i) to (vii) of the Act that is excluded or deducted, 
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as the case may be, for the year, exceeds 


(a) where the year commenced before July 1, 1989, the 
lesser of 


(i) where the year ended 


(A) before July 1, 1989, the amount that would 
be the corporation’s tax payable under Part I.3 of 
the Act for the year if that Part (as it read in its 
application to the corporation’s first taxation 
year commencing after June 30, 1989) applied in 
respect of the year and its capital deduction 
under that Part for the year were its capital de- 
duction under that Part for its first taxation year 
ending after June 30, 1989, or 


(B) after June 30, 1989, the product obtained 
when the corporation’s tax payable under Part 
1.3 of the Act for the year is multiplied by the 
ratio that the number of days in the year is of the 
number of days in the year after June 30, 1989, 
and 


(ii) the amount that would be the corporation’s Cana- 
dian surtax payable for the year, as defined in sub- 
section 125.3(4) of the Act if that subsection and any 
regulations made under that subsection (as they read 
in their application to the corporation’s first taxation 
year commencing after June 30, 1989) were applica- 
ble to the year; 


(b) where the year commenced before February 21, 1990 
and the corporation is a corporation described in para- 
graph (d) or (e) of the definition “financial institution” in 
subsection 190(1) of the Act (or that would be so de- 
scribed if those paragraphs applied with respect to the 
year), 


(i) where the year ended before February 21, 1990, 
the amount that would be the corporation’s tax paya- 
ble under Part VI of the Act for the year if that Part 
(as it read in its application to the corporation’s first 
taxation year commencing after February 20, 1990) 
applied in respect of the year and its capital deduc- 
tion under that Part for the year were its capital de- 
duction under that Part for its first taxation year end- 
ing after February 20, 1990, and 


(ii) where the year ended after February 20, 1990, the 
amount, if any, by which 


(A) the product obtained when the corporation’s 
tax payable under Part VI of the Act for the year 
is multiplied by the ratio that the number of days 
in the year is to the number of days in the year 
after February 20, 1990 


exceeds 


(B) the amount deducted under subsection 
125.2(1) of the Act in computing the corpora- 
tion’s tax payable under Part I of the Act for the 
year in respect of its tax payable under Part VI of 
the Act for the year; and 


(c) in any other case, nil. 


In making those computations in respect of any of those taxation 
years ending before 1991, the reference in subsec. 5301(10) to “‘sub- 
paragraphs 161(7)(a)(ii) to (x)” shall be read as a reference to “‘sub- 
paragraphs 161(7)(a)(11) to (vii); and in making those computations 
in respect of any of those taxation years ending in 1991, the refer- 
ence in subsec. 5301(10) to “subparagraphs 161(7)(a)(ii) to (x)” 
shall be read as a reference to “subparagraphs 161(7)(a)(i1) to (vii) 
and (x)”. 


Information Circulars [Reg. 5301]: 81-11R3: Corporate 
instalments. 
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Part LIV — Debtor’s Gains 
on Settlement of Debts 


History: Part LIV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
8, 1979. 


5400. (1) Subject to section 5401, the excess referred 
to in paragraph 80(1)(b) of the Act, after deducting 
the portion thereof required to be applied as provided 
in paragraph 80(1)(a) of the Act, shall be applied at 
the time the debt or obligation is settled or extin- 
guished, in the following order to reduce to the max- 
imum extent possible 


(a) the capital cost of depreciable property of a 
prescribed class or prescribed classes, as the case 
may be; 

(b) the capital cost of depreciable property other 
than depreciable property of a prescribed class; 


(c) the adjusted cost base at that time of capital 
property, other than depreciable property and per- 
sonal-use property; 

(d) the adjusted cost base at that time of capital 
property that is listed personal property; and 


(e) the adjusted cost base at that time of capital 
property that is personal-use property, other than 
listed personal property. 
History: All that portion of subsec. 5400(1) preceding para. (a) 
substituted by P.C. 1984-3789, s. 15, November 29, 1984, Canada 


Gazette, Part II, December 12, 1984, effective commencing Novem- 
ber 13, 1981. 


(2) Where an amount is to be applied pursuant to 
subsection (1), the taxpayer may choose any particu- 
lar property to make the reduction in the order speci- 
fied therein. 


5401. (1) For the purposes of paragraph 5400(1)(a), 
the amount to be applied to reduce the capital cost of 
a property shall not exceed the lesser of 


(a) the amount by which 
(i) the capital cost of the property 
exceeds 


(ii) all amounts that would have been allowed 
to the taxpayer in respect of the property, if it 
had been the only property that was included 
in a prescribed class, at the rate that was al- 
lowed to him in respect of property of the 
class in which it was included under regula- 
tions made under paragraph 20(1)(a) of the 
Act for the taxation years prior to the year in 
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which the debt or obligation was settled or ex- 
tinguished; and 


(b) the amount by which 


(i) the undepreciated capital cost of the class 
at the time the debt or obligation was settled 
or extinguished 


exceeds 


(ii) the amount or the aggregate of amounts, if 
any, that has already been. determined under 
this subsection in respect of another property 
of the class at the time referred to in subpara- 
graph (i). 


(2) For the purposes of paragraph 5400(1)(b), the 
amount to be applied to reduce the come cost of a 
property shall not exceed 


(a) the amount by which the capital cost of the 
property 
exceeds 


(b) the amount that was allowed to the taxpayer 

_by virtue of Part XVII in respect of the property 
before the debt or the obligation was settled or 
extinguished. 


(3) For the purposes of paragraphs 5400(1)(c), (d) 
and (e), the amount to be applied to reduce the, ad- 
justed cost base of a property shall not exceed the 
amount by which 


(a) the aggregate of the cost to tie taxpayer of the 
property and all amounts required by subsection 
53(1) of the Act to be included in computing the 
adjusted cost base to him of that property 


exceeds 


(b) the aggregate of all amounts required by sub- 
section 53(2) of the Act (except paragraph (c) 
thereof) to be deducted in computing the adjusted 
cost base to him of that property, 


at the time the debt or obligation was settled or 
extinguished. 


Part Lv — Prescribed 
Programs and Benefits 


History: Part LV (ss. 5500, 5501) substituted by P.C. 1981-3209, s. 
5, November 12, 1981, Canada Gazette, Part Il, November 25, 
1981, effective in respect of 1981 et seg. except that with respect to 
the references to para. 212(1)(s) of the Act s. 5 is effective in re- 
spect of grants paid or credited after 1980. 

Part LV added by P.C. 1978-1139, s. 2, April 13, 1978, Canada 
Gazette, Part II, April 26, 1978, applicable to 1977 ef seq. 


5500. Canadian Home Insulation Program — 
For the purposes of paragraphs 12(1)(u), 56(1)(s) 
and 212(1)(s) of the Act, the Canadian Home Insula- 
tion Program, as authorized and described in Vote 
lla of Appropriation Act No. 3, 1977-78, as 
amended, Energy, Mines and Resources Vote 35, 
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Main Estimates, 1981-82 as authorized. by Appropri- 
ation Act No. I, 1981—82, as amended, or the Cana- 
dian Home Insulation Program Act, is hereby pre- 
scribed to be a program of the Government of 
Canada relating to home insulation. 


5501. Canada Oil Substitution Program — For 
the purposes of paragraphs 12(1)(u), 56(1)(s) and 
212(1)(s) of the Act, the Canada Oil Substitution 
Program, as authorized and described in paragraph 
(a) or (b) of Energy, Mines and Resources Vote 45, 
Main Estimates, 1981-82 as authorized by Appropri- 
ation Act No. I, 1981—82, as amended, or the Oil 
Substitution and Conservation Act is. hereby. pre- 
scribed to be a program of the Government of Can- 
ada relating to energy conversion. 


5502. Benefits under government assistance 
programs — For the purposes.of subparagraph 
56(1)(a)(vi) and paragraph 153(1)(m) of the Act, the 
following benefits are prescribed: 


(a) benefits under the Labour Adjusan Benefits 
Act; 


_(b) benefits under programs to provide income 
assistance payments, established pursuant to 
agreements under section 5 of the Department of 
Labour Act; and ; 


(c) benefits under programs to provide income 
assistance payments, administered pursuant to 
agreements under section 5 of the Department of 
Fisheries and Oceans. Act. 


History: S. 5502 added by P.C. 1995-1023, s. 4, June 23, 1995, 
Canada Gazette, Part Il, July 12, 1995, applicable 


(a) for the purposes of subpara. 56(1)(a)(vi) of the Act, to bene- 
fits received after October 1991; and 


(b) for the purposes of para. 153(1)(m) of the Act, to benefits 
paid after October 1991. » 


Part Lvi— Registered 
Retirement Savings Plans, 
Premium Refunds 


History: Part LVI was.consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


5600. Any election under subsection 61(2) of the Jn- 
come Tax Application Rules in respect of a refund of 
premiums referred to in that subsection shall be 
made by the taxpayer on or before the day on or 
before which he is required to file a return of income 
pursuant to section 150 of the Act for the taxation 
year in which the refund was received. 


History: S. 5600 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part Il, November 30, 1994. 
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Part Lvil — Medical Devices 
and Equipment 
History: Part LVII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 


by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
$, L979, 


5700. For the purposes of paragraph 118.2(2)(m) of 
the Act, a device or equipment is prescribed if it is a 


(a) wig made to order for individuals who have 
suffered abnormal hair loss owing to poker 
medical treatment or accident; 


(b) needle or syringe designed to be used for the 
purpose of giving an injection; 


(c) device or equipment, including a replacement 
part, designed exclusively for use by an individ- 
ual suffering from a severe chronic respiratory 
ailment or a severe chronic immune system dis- 
regulation, but not including an air conditioner, 
humidifier, dehumidifier, heat pump or heat or air 
exchanger; 


(c.1) air or water filter or purifier for use by an 
individual who is suffering from a severe chronic 
respiratory ailment or a severe chronic immune 
system disregulation to cope with or overcome 
that ailment or disregulation; 


(c.2) electric or sealed combustion furnace ac- 
quired to replace a furnace that is neither an elec- 
tric furnace nor a sealed combustion furnace, 
where the replacement is necessary solely be- 
cause of a severe chronic respiratory ailment or a 
severe chronic immune system disregulation; 


(d) device or equipment designed to pace or mon- 
itor the heart of an individual who suffers from 
heart disease; 


(e) orthopaedic shoe or boot and an insert for a 
shoe or boot made to order for an individual in 
accordance with a prescription to overcome a 
physical disability of the individual; 

(f) power-operated guided chair installation, for 
an individual, that is designed to be used solely in 
a stairway; 


(g) mechanical device or-equipment designed to 
be used to assist an individual to enter or leave a 
bathtub or shower or to get on or off a toilet; 


(h) hospital bed including such attachments 
thereto as may have been included in a prescrip- 
tion therefor; 


(i) device that is designed to assist an individual 
in walking where the individual has a mobility 
impairment; 

Selected Cases [para. 5700(i)]: Brown v. Canada, [1995] 1 


C.T.C. 208 (FCTD) (“Designed” can be read as meaning “in- 
tended”. Air conditioner deductible as medical expense). 


(j) external breast prosthesis that is eee be- 
cause of a mastectomy; 
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(k) teletypewriter or similar device, including a 
telephone ringing indicator, that enables a deaf or 
mute individual to make and receive telephone 
calls; 


(1) optical scanner or similar device designed to 
be used by a blind individual to enable him to 
read print; 

(m) power-operated lift or transportation equip- 
ment designed exclusively for use by, or for, a 
disabled individual to allow the individual access 
to different areas of a building or to assist the in- 
dividual to gain access to a vehicle or to place the 
individual’s wheelchair in or on a vehicle; 


(n) device designed exclusively to enable an indi- 
vidual with a mobility impairment to operate a 
vehicle; 


(0) device or equipment, including a synthetic 
speech system, braille printer and large print-on- 
screen device, designed exclusively to be used by 
a blind individual in the operation of a computer; 


(p) electronic speech synthesizer that enables a 
mute individual to communicate by use of a port- 
able keyboard; 


(q) device to decode special television signals to 
permit the script of a program to be visually 
displayed; 

(q.1) a visual or vibratory signalling device, in- 
cluding a visual fire alarm indicator, for an indi- 
vidual with a hearing impairment; 


(r) device designed to be attached to infants diag- 
nosed as being prone to sudden infant death syn- 
drome in order to sound an alarm if the infant 
ceases to breathe; 


(s) infusion pump, including disposable peripher- 
als, used in the treatment of diabetes or a device 
designed to enable a diabetic to measure the dia- 
betic’s blood sugar level; 


(t) electronic or computerized environmental con- 
trol system designed exclusively for the use of an 
individual with a severe and prolonged mobility 
restriction; 


(u) extremity pump or elastic support hose de- 
signed exclusively to relieve swelling caused by 
chronic lymphedema; and 


(v) inductive coupling osteogenesis stimulator for 
treating non-union of fractures or aiding in bone 
fusion. 
History: Paras. 5700(c.1), (c.2) and (q.1) added by P.C. 1994-271, 
s. 1, February 16, 1994, Canada Gazette, Part Il, March 9, 1994; 


paras. (c.1), (c.2) applicable after December 16, 1991, para. (q.1) 
applicable to 1992 et seq. 


That portion of s. 5700 preceding para. (a), and paras. (c), (i), (m) 
and (s) substituted, and (t) to (v) added, by P.C. 1990-2491, subsecs. 
1(1) to (4) and (6), November 22, 1990, Canada Gazette, Part Il, 
December 5, 1990, applicable to 1988 et seq.; and para. (q) substi- 
tuted by subsec. 1(5), applicable to 1987 et seq. 


Paras. 5700(n) to (s) added by P.C. 1987-2474, December 10, 1987, 
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Canada Gazette, Part Il, December 23, 1987, applicable to 1987 et 
seq. . 

Para. 5700(m) substituted by P.C. 1985-2277, s. 17, July 24, 1985, 
Canada Gazette, Part II, August 7, 1985, applicable to 1984 et seq. 


Paras: 5700(1), (m) added by P.C; 1980-3345, s. 1, December 11, 
1980, Canada Gazette, Part IT, December 24, 1980, in force Johuary 
1,/1980. 


Interpretation Bulletins: IT- hea Medical expense and disabil- 
ity tax credits. ~~ 


Part LVIII a Retention of 
Books and Records 


History: Part LVIII (s. 5800) added by P.C. 1982-2895, s. 2, Sep- 
tember 22, 1982, Canada Gazette; Part II, October 13, 1982, effec- 
tive commencing September 20, 1982. 


5800. (1) For the purposes of paragraph 230(4)(a) of 
the Act, the required retention periods for records 
and books of account of a person are prescribed as 
follows: 


(a) in respect of 


(i) any record of the minutes of meetings of 
the directors of a corporation, 


(i1) any. record of the minutes of meetings of 
the. shareholders of a. corporation, 


(ili) any record of a corporation containing de- 
tails with respect to the ownership of the 
shares of the capital stock of the. oS 
and. any transfers thereof, 


(iv) the general ledger or other book of final 
entry containing the summaries of the year-to- 
year transactions of a corporation, and 


(v) any special contracts or agreements neces- 
sary to an understanding of the entries in the 
general ledger or other book of final entry re- 
ferred to in subparagraph (iv), 
_the period ending on the day that is two years af- 
ter the day that the corporation is dissolved; 


(b) in respect of all records and books of account 

that are not described,in paragraph (a) of a corpo- 

ration that is dissolved and in respect of the 

vouchers and accounts necessary to verify the in- 

formation in such records and books of account, 

the period ending on the day that is two years af- 
‘ter the day that the corporation is dissolved; 


(c) in respect of 


(i) the general ledger or other book of final 

entry containing the summaries of the year-to- 

year transactions of a business of a person 
- (other, than a corporation), and 


(ii) any special contracts or agreements neces- 
sary to an understanding of the entries in the 
general ledger or other book of final entry re- 
ferred to in subparagraph (i), 


the period ending on the day that is six years after 
the last day of the taxation year of the person in 


Reg. 5800(2) 


which the business ceased; 
(d) in respect of 


i) any record of the minutes of meetings of 
the executive of a registered charity or regis- 
tered Canadian amateur athletic association, 


(ii) any record of the minutes of meetings of 
the members of a registered charity or regis- 
tered Canadian amateur athletic association, 


(iti) all documents and by-laws governing a 
registered charity or registered Canadian ama- 
teur athletic association, and 


(iv) all records of any donations received by a 
registered charity that were subject to a direc- 
tion by the donor that the property given be 
held by the charity for a period of not less 
than 10 years, 


the period ending on the day that is two years af- 
ter the date on which the registration of the regis- 
tered charity or the registered Canadian amateur 
athletic association under the Act is revoked; 


(e) in respect of all records and books of account 
that are not described in paragraph (d) and that 
relate to a registered charity or registered Cana- 
dian amateur athletic association whose registra- 
tion under the Act is revoked, and in respect of 
the vouchers and accounts necessary to verify the 
information in such records and books of ac- 
count, the period ending on the day that is two 
years after the date on which the registration of 
the registered charity or the registered Canadian 
amateur athletic association under the Act is 
revoked; 


(f) in respect of duplicates of receipts for dona- 
tions (other than donations referred to in subpara- 
graph (d)(iv)) that are received by a registered 
charity or registered Canadian amateur athletic 
association and are required to be kept by that 
charity or association pursuant to subsection 
230(2) of the Act, the period ending on the day 
that is two years from the end of the last calendar 
year to which the receipts relate; and 


(g) notwithstanding paragraphs (c) to (f), in re- 
spect of all records, books of account, vouchers 
and accounts of a deceased taxpayer or a trust in 
respect of which a clearance certificate is issued 
pursuant to subsection 159(2) of the Act with re- 
spect to the distribution of all the property of 
such deceased taxpayer or trust, the period ending 
on the day that the clearance certificate is issued. 


(2) For the purposes of subsection 230.1(3) of the 
Act, with respect to the application of paragraph 
230(4)(a) of the Act, the required retention period 
for records and books of account that are required to 
be kept pursuant to section 230.1 of the Act is pre- 
scribed to be the period ending on the day that is two 
years after the end of the last calendar year to which 
the records or books of account relate. 
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Information Circulars [Reg. 5800]: 78-10R2: Books and 
records retention/destruction. 


Part LIX — Foreign Affiliates 


Proposed Amend 
Technical Notes to ITA 95( 
income”, Bill C-70, Par 
1995: Consequential ame 
will be made to refl 
FAPI definition. 


History: Part LIX was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
8, 1979. 


5900. Dividends out of exempt, taxable and 
pre-acquisition surplus — (1) Where at any time 
a corporation resident in Canada or a foreign affiliate 
of the corporation receives a dividend on a share of 
any class of the capital stock of .a foreign affiliate of 
the corporation, 


(a) for the purposes of this Part and paragraph 
113(1)(a) of the Act, the portion of the dividend 
paid out of the exempt surplus. of the. affiliate is 
prescribed to be that proportion of the dividend 
received that 


(i) such portion of the whole dividend paid by 
the affiliate on the shares of that class at that 
time as was deemed by section 5901 to have 
been paid out of the affiliate’s exempt surplus 
in- respect of the corporation 


is of 
(ii) the whole dividend paid by the affiliate on 
the shares of that class at that time; 


(b) for the purposes of this Part and subsection 
91(5) and paragraphs 113(1)(b) and (c) of the 
Act, the portion of the dividend paid out of the 
taxable surplus of the affiliate is prescribed to be 
that portion of the dividend received that 


(i) such portion of the whole dividend paid by 
the affiliate on the shares of that class at that 
time as was deemed by section 5901 to have 
been paid out of the affiliate’s taxable surplus 
in respect of the corporation 


is of . 
(ii) the whole dividend paid by the affiliate on 
the shares of that class at that time; 


(c) for the purposes of this Part and paragraph 
113(1)(d) of the Act, the portion of the dividend 
paid out of the pre-acquisition surplus of the affil- 
late is prescribed to be that proportion of the divi- 
dend received that 


(i) such portion of the whole dividend paid by 
the affiliate on the shares of that class at that 
time as was deemed by section 5901 to have 
been paid out of the affiliate’s pre-acquisition 
surplus in respect of the corporation 
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is of 
(ii) the whole dividend paid by the affiliate on 
the shares of that class at that time; and 


(d) for the purposes of this Part and paragraph 
113(1)(b) of the Act, the foreign tax applicable to 
the portion of the dividend prescribed to have 
been paid out of the taxable surplus of the affili- 
ate is prescribed to be that proportion of the un- 
derlying foreign tax applicable, in respect of the 
corporation, to the whole dividend paid by the af- 
filiate on the shares of that class at that time that 


(i) the amount of the dividend received by the 
corporation or the affiliate, as the case may 
be, on that share at that time 


is of 
(ii) the whole dividend paid by the affiliate on 
the shares of that class at that time. 


(2) Notwithstanding paragraphs (1)(a) and (b), where 
at any time a foreign affiliate of a corporation resi- 
dent in Canada pays a dividend on a share of a class 
of its capital stock (other than a share in respect of 
which an election is made under subsection 93(1) of 
the Act) to the corporation, the corporation may, in 
its return of income under Part I of the Act for its 
taxation year in which the dividend was received by 
it, designate an amount not exceeding the portion of 
the dividend received that would, but for this subsec- 
tion, be prescribed to have been paid out of the affili- 
ate’s exempt surplus in respect of the corporation 
and that amount 


(a) shall be prescribed to have been paid out of 
the affiliate’s taxable surplus in respect of the 
corporation and not to have been paid out of that 
exempt surplus; and 

(b) for the purposes of paragraph (1)(d) and 
paragraphs 5907(1)() and (m) shall be deemed to 
have been paid by the affiliate to the corporation 
as a separate whole dividend on the shares of that 
class of the capital stock immediately after that 
time and such whole dividend shall be deemed to 
have been paid out of the affiliate’s taxable sur- 
plus in respect of the corporation. 


(3) For the purposes of subsection 91(5) of the Act, 
where at any time an individual resident in Canada 
receives a dividend on a share of any class of the 
capital stock of a foreign affiliate of that individual, 
the affiliate shall be deemed to have an amount of 
taxable surplus in respect of the individual and the 
portion of the dividend paid out of the taxable sur- 
plus of the affiliate in respect of the individual is pre- 
scribed to be an amount equal to the dividend 
received. 


Interpretation Bulletins: [T-392: Meaning of term “share”. 


5901. Order of surplus distributions — (1) 
Where at any time in its taxation year a foreign affil- 
iate of a corporation resident in Canada has paid a 


2284 


Part LIX — Foreign Affiliates 


whole dividend on the shares of any class of its capi- 
tal stock, for the purposes of this Part 


(a) the portion of the whole dividend deemed to 
have been paid out of the affiliate’s exempt sur- 
plus in respect of the corporation at that time is 
an amount equal to the lesser of 


(i) the amount of the whole dividend, and 


(ii) the amount by which that exempt surplus 
exceeds the affiliate’s taxable deficit in re- 
spect of the corporation at that time; 


(b) the portion of the whole dividend deemed to 
have been paid out of the affiliate’s taxable sur- 
plus in respect of the corporation at that time is 
an amount equal to the lesser of 


(i) the amount, if any, by which the amount of 
the whole dividend exceeds the portion deter- 
mined under paragraph (a), and 


(ii) the amount by which that taxable surplus 
exceeds the affiliate’s exempt deficit in re- 
spect of the corporation at that time; and 


(c) the portion of the whole dividend deemed to 
have been paid out of the affiliate’s pre-acquisi- 
tion surplus in respect of the corporation at that 
time is the amount by which the whole dividend 
exceeds the aggregate of the portions determined 
under paragraphs (a) and (b). 


(2) Notwithstanding subsection (1), where a foreign 
affiliate of a corporation resident in Canada pays a 
whole dividend (other than a whole dividend re- 
ferred to in subsection 5902(1)) at any particular 
time in its taxation year that is more than 90 days 
after the commencement of that year or at any partic- 
ular time in its 1972 taxation year that is prior to Jan- 
uary 1, 1972, the portion thereof that would, but for 
this subsection, be deemed to have been paid out of 
the affiliate’s pre-acquisition surplus in respect of 
the corporation shall be deemed to have been paid 
out of the exempt surplus and taxable surplus of the 
affiliate in respect of the corporation to the extent 
that it would have been deemed to have been so paid 
if, immediately following the end of that year, that 
portion were paid as a separate whole dividend 
before any whole dividend paid after the particular 
time and after any whole dividend paid before the 
particular time by the affiliate and for the purposes 
of determining the amounts under paragraphs 
5907(1)(d), (k) and (1) at any time that portion shall 
be deemed to have been paid as a separate whole 
dividend immediately following the end of the year 
and not to have been paid at the particular time. 


(3) Notwithstanding subsections (1) and (2), for the 
purposes of paragraphs 5907(1)(d) and (k), any 
amount designated pursuant to subsection 5900(2) in 
respect of a dividend paid by a foreign affiliate of a 
corporation resident in Canada shall increase the 
portion of the whole dividend deemed to have been 
paid out of the affiliate’s taxable surplus in respect 


Reg. 5902(1)(c)(ii)(B) 


of the corporation and decrease the portion of the 
whole dividend deemed to have been paid out of the 


affiliate’s exempt surplus in respect of the 


corporation. 


5902. Election in respect of capital gains — 
(1) Where at any time a dividend is, by virtue of an 
election made under subsection 93(1) of the Act in 
respect of a, disposition, deemed to have been re- 
ceived on one or more shares of a class of the capital 
stock of a particular foreign affiliate of a corporation 
resident in Canada, the following rules apply: 


(a) determine the amounts that would be the par- 
ticular affiliate’s exempt surplus or exempt defi- 
cit, taxable surplus or taxable deficit, underlying 
foreign tax and net surplus in respect of the cor- 
poration at that time if 


(i) each other foreign affiliate of the corpora- 
tion in which the affiliate had an equity per- 
centage had immediately before that time paid 
a dividend equal to its net surplus in respect of 
the corporation immediately before the divi- 
dend was paid, and 


(ii) any dividend referred to in subparagraph 
(i) that any other foreign affiliate would have 
received had been received by it immediately 
before any such dividend that it would have 
paid; 
(b) determine the amount that would have been 
received on the shares (of that class) in respect of 
which an election is made, if the particular affili- 
ate had at that time paid dividends the aggregate 
of which on all shares of its capital stock was 
equal to the amount of its net surplus referred to 
in paragraph (a); and 


(c) for the purposes only of subsection 5900(1), 
in applying the provisions of subsection 5901(1) 


(i) the particular affiliate’s exempt surplus or 
exempt deficit, taxable surplus or taxable defi- 
cit and underlying foreign tax in respect of the 
corporation shall be deemed to be the respec- 
tive amounts thereof referred to in paragraph 
(a), and 


(ii) the particular affiliate shall be deemed to 
have paid a whole dividend at that time on the 
shares of that class of its capital stock in an 
amount equal to the product obtained when 
the aggregate of amounts so deemed. by sub- 
section 93(1) of the Act to have been received 
as dividends on shares of that class is multi- 
plied by the greater of 


(A) one, and 


(B) the proportion that the amount of the 
particular affiliate’s net surplus determined 
under paragraph (a) is of the amount deter- 
mined under paragraph (b). 
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(2) For the purposes of paragraphs (1)(a) and (b), 


(a) in determining the exempt surplus or exempt 
deficit, the taxable surplus or taxable deficit, the 
underlying foreign tax and the net surplus of a 
particular foreign affiliate of a taxpayer resident 
in Canada in which any other foreign affiliate of 
the taxpayer has an equity percentage, no amount 
shall be included in respect of any distribution 
that would be received by the particular affiliate 
from such other affiliate; and 


(b) if any foreign affiliate of a corporation resi- 
dent in Canada has issued shares of more than 
one class of its capital stock, the amount that 
would be paid as a dividend on the shares of any 
class is such portion of its exempt surplus or ex- 
empt deficit and its taxable surplus (including un- 
derlying foreign tax applicable) or taxable deficit 
(and thus net surplus) as, in the circumstances, it 
might reasonably be expected to have paid on all 
the shares of that class. 


(3) Where an election under subsection 93(1) of the 
Act is made by a corporation resident in Canada in 
respect of the disposition of a share of the capital 
stock of a foreign affiliate of the corporation; no ad- 
justment shall be made to the affiliate’s exempt sur- 
plus, exempt deficit, taxable surplus, taxable deficit 
or underlying foreign tax in respect of the corpora- 
tion as a consequence of the election except as pro- 
vided in subsections 5905(2), (5) and (8). 


(4) [Revoked] 


(5) Any election under subsection 93(1) of the Act 
by a corporation resident in Canada in respect of any 
share of the capital stock of a foreign affiliate of the 
corporation disposed of by it or by another foreign 
affiliate of the corporation shall be made by filing 
the prescribed form with the Minister on or before 
the day that is the later of 


(a) December 31, 1989; and 
(b) where the election is made 


(i) in respect of a share disposed of by the cor- 
poration, the day on or before which the cor- 
poration’s return of income for its taxation 
year in which the disposition was made is re- 
quired to be filed pursuant to subsection 
150(1) of the Act, or 


(ii) in respect of a share disposed of by an- 
other foreign affiliate of the corporation, the 
day on or before which the corporation’s re- 
turn of income for its taxation year, in which 
the taxation year of the foreign affiliate in 
which the disposition was made ends, is re- 
quired to be filed pursuant to subsection 
150(1) of the Act, 


as the case may be. 


(6) Where at any time a corporation resident in Can- 
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ada is deemed by virtue of subsection 93(1.1) of the 
Act to have made an election under subsection 93(1) 
of the Act in respect of a share of the capital stock of 
a particular foreign affiliate of the corporation dis- 
posed of by another foreign affiliate of the corpora- 
tion, the amount deemed to have been designated in 
the election is hereby prescribed to be the lesser of 


(a) the capital gain, if any, otherwise determined 
in respect of the disposition of the share; and 


(b) the amount that could reasonably be expected 
to have been received in respect of the share if 
the particular affiliate had at that time paid divi- 
dends the aggregate of which on all shares of its 
capital stock was equal to the amount determined 
under paragraph (1)(a) to be its net surplus in re- 
spect of the corporation for the purposes of the 
election. 

History: Para. 5902(5)(a) substituted by P.C. 1989-321, s. 1, March 


2, 1989, Canada Gazette, Part Il, March 15, 1989, applicable in re- 
spect of 1972 et seq. 


Subsec. 5902(3) substituted, subsec. 5902(4) revoked, subsec. 
5902(6) added by P.C. 1985-467, s..1, Canada Gazette, Part II, 
March 6, 1985, applicable in respect of dispositions of shares made 
after November 12, 1981. x3 


Para. 5902(5)(a) substituted by P.C: 1982-3084, October 7, 1982, 
Canada Gazette, Part Il, October 27, 1982, applicable to. 1972 et 
seq. 


Subsec. 5902(5) substituted by P.C. 1980-503, s. 1, February 8, 
1980, Canada Gazette, Part Il, February 27, 1980, effective in re- 
spect of 1972 ef seq. 


Forms: T2107: Election in respect of a share disposition in a for- 
eign affiliate. 


5903. Deductible loss — (1) For the purpose of 
subparagraph 95(1)(b)(v) [95(1)“foreign accrual 
property income”F] of the Act, the amount pre- 
scribed to be the deductible loss of a foreign affiliate 
of a taxpayer for a taxation year and the five imme- 
diately preceding taxation years is the amount, if 
any, by which the aggregate of 


(a) the aggregate of all amounts each of which is 

the amount, if any, for each of the five immedi- 
ately preceding taxation years of the affiliate dur- 
ing which it was a foreign affiliate of the tax- 
payer or of a person described in any of 
subparagraphs 95(2)(f)(iv) to (vii) of the Act, by 
which 


(i) the aggregate of the amounts determined 
under subparagraphs 95(1)(b)(iii) and. (iv) 
[95(1)‘‘foreign accrual property income’’D and 
E] of the Act in respect of the affiliate for that 
preceding year 


exceeds 


(ii) the aggregate of the amounts determined 
under subparagraphs 95(1)(b)(i) and (ii) 
[95(1)“foreign accrual property income”’A and 
B] of the Act in respect of the affiliate for that 
preceding year, and 
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(b) the amount, if any, by which the aggregate of | Interpretation Bulletins [Reg. 5903(2)]: IT-95R: Foreign ex- 
change gains and losses. 


(i) each amount determined under clause 


ye ees Information Circulars. [Reg. 5903(2)]: 77-9R: Books, records 
5907(1)(c)(ii) (A) ~ and ‘subp aragraphs and other requirements for taxpayers having foreign affiliates. 


~~ 3907(1)(c)Giii) and (iv) in respect of an ‘ex- 
-empt loss of the affiliate for those years, and 


(ii) each amount determined under clause 
5907(1)G)Gi)(A) in respect of a taxable loss of 
the affiliate for those years but not including 
any amount included in the affiliate’ S ownage 
loss for those years 


exceeds the aggregate of 


(iii) each amount: determined under subpara- 
graphs 5907(1)(b)(ii), Gii), (iv) and (v) in re- 
spect of the exempt-earnings of the affiliate 

. for those years less such portion of the income 
or profits tax payable to the government of a 
country for any of those years by the affiliate. 
as may reasonably be regarded as payable in 

_ Tespect of an amount referred to in subpara- | 
graph 5907(1)(b)(iii) or clause (1)(b)(iv)(B), 
and | ; 


(iv) each amount determined under clauses 
5907(1)@)Gi)(A) and (C) in respect of the tax- 
able earnings of the affiliate for those years 
but not including any amount ‘included in the 
affiliate’s exempt earnings for those years 


exceeds the aggregate of 


(c). the aggregate of all amounts each of which is 
an amount deducted by: virtue of subparagraph 
95(1)(b)(v) [95(1)“foreign accrual property in- 
come’’F] of the Act by the taxpayer or a person 
described in any of subparagraphs 95(2)(f)(iv). to 
(vii) of the Act in respect of any of the five im- 
mediately preceding taxation years of the affiliate 
_to,the extent that such amount relates to a loss for 
any of, those years and assuming that no amount 
is deductible under that subparagraph. for any 
year until, the maximum amount for preceding 
years has been deducted; and 


(d) where a payment has been received by the 

foreign affiliate that may reasonably be consid- 

ered to relate to a payment described in subsec- 

tion 5907(1.3) made by another foreign affiliate 

_. of the.taxpayer in respect of a loss, or any portion 

thereof, included in computing the amount re- 

. ferred. to in paragraph (a) or (b) in respect of the 

affiliate, the amount of such loss or portion 
thereof. 


(2) For the purposes of subsection (1), each amount 
referred to in paragraph (1)(b) or (d) in respect of a 
controlled foreign affiliate of a taxpayer resident in 
Canada that is not otherwise determined in Canadian 
currency shall be converted to Canadian currency at 
the rate of exchange prevailing on the last day of the 
affiliate’s taxation year referred to in paragraph 
95(1)(b) [95(1) “foreign accrual i a income’’| of 
the Act. 
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(3) Where ; 


(a) there has been a foreign merger (within the 
meaning assigned by subsection 87(8.1) of the 
Act) of two or more foreign affiliates of a tax- 
payer resident in Canada in respect of each of 
which the taxpayer’s surplus entitlement percent- 
age was not less than 90 per cent immediately 
before the merger (in this subsection referred to 

s “predecessor affiliates”) to form a new foreign 
affiliate in respect of which the taxpayer’s sur- 
plus entitlement percentage immediately after the 
merger was not less than 90 per cent (in this sub- 
section referred to as the “successor affiliate”), or 


(b) there has been a dissolution of a foreign affili- 
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ate (in this subsection referred to as the “prede- 
cessor affiliate’) of a taxpayer resident in Canada 
and on the dissolution property of the predecessor 
affiliate, the fair market value of which was not 
less than 90 per cent of the fair market value of 
all property of the predecessor affiliate immedi- 
ately before the dissolution, was distributed to an- 
other foreign affiliate (in this subsection referred 
to as the “successor affiliate”) of the taxpayer, 


the successor affiliate shall, in respect of such part of 
the amount determined under subsection (1) to be the 
deductible loss of a predecessor affiliate at the time 
of the foreign merger or dissolution as may reasona- 
bly be considered to have arisen while the taxpayer, 
a person or persons referred to in any of subpara- 
graphs 95(2)(f)(iv) to (vii) of the Act, or the taxpayer 
together with such a person or persons, had a surplus 
entitlement percentage in respect of such predecessor 
affiliate that was not less than 90 per cent, be consid- 
ered to be the same corporation as, and a continua- 
tion of, such predecessor affiliate. 

History: That portion of subsec. 5903(3) following para. (b) 
amended by P.C. 1989-321, s. 2, March 2, 1989, Canada Gazette, 


Part II, March 15, 1989, applicable in respect of amalgamations and 
mergers occurring after November 12, 1981. 


Subsecs. 5903(1) and (2) substituted, subsec. 5903(3) added, by 
P.C. 1985-467, s. 2, February 14, 1985, Canada Gazette, Part II, 
March 6, 1985, subsecs. 5903(1) and (2) applicable in computing 
the foreign accrual property income of a foreign affiliate for taxa- 
tion years of the affiliate ending after November 12, 1981, and sub- 
sec. 5903(3) applicable in respect of mergers and dissolutions oc- 
curring after November 12, 1981. 


Para. 5903(1)(b) substituted by P.C. 1980-503, s. 2, February 8, 
1980, Canada Gazette, Part Il, February 27, 1980, effective in re- 
spect of 1976 et seq. 


5904. Participating percentage — (1) For the 
purposes of clause 95(1)(e)(41)(B) [95(1)“participat- 
ing percentage’’(b)(ii)] of the Act, the participating 
percentage of a particular share owned by a taxpayer 
of the capital stock of a corporation in respect of any 
foreign affiliate of the taxpayer that was, at the end 
of its taxation year, a controlled foreign affiliate of 
the taxpayer is prescribed to be the percentage that 
would be the taxpayer’s equity percentage in the af- 
filiate at that time on the assumption that 


(a) he owned no shares other than the particular 
share (but in no case shall that assumption be 
made for the purpose of determining whether or 
not a corporation is a foreign affiliate of the 
taxpayer); 

(b) the direct equity percentage of a person in any 
foreign affiliate of the taxpayer, for which the ag- 
gregate of the distribution entitlements of all the 
shares of all classes of the capital stock of the af- 
filiate was greater than nil, was determined by the 
following rules and not by the rules contained in 
paragraph 95(4)(a) [95(4)“direct equity percent- 
age’”’| of the Act: 


(i) for each class of the capital stock of the af- 
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filiate, determine that amount that is the pro- 
portion of the distribution entitlement of all 
the shares of that class that the number of 
shares of that class owned by that person is of 
all the issued shares of that class, and 


(ii) determine the proportion that 


(A) the aggregate of the amounts deter- 
mined under subparagraph (i) for each 
class of the capital stock of the affiliate 


is of : 
(B) the aggregate of the distribution enti- 


tlements of all the issued shares. of all clas- 
ses of the capital stock of the affiliate 


and. the proportion determined under subpara- 
graph (ii) when expressed as a percentage is that 

_ person’s direct equity percentage in the affiliate; 
and 


(c) the direct equity percentage of a person in any 
foreign affiliate of the taxpayer, for which the ag- 
gregate of the distribution entitlements of all the 
shares of all classes of the capital stock of the af- 
filiate was not greater than nil, was determined 
by the rules contained in paragraph 95(4)(a) 
[95(1)“direct equity percentage’’] of the Act. 
History: All that portion of para. 5904(1)(b) preceding subpara. (i), 
and para. 5904(1)(c) substituted by P.C. 1980-503, s: 3, February 8, 
1980, Canada Gazette, Part II, February 27, 1980, effective in re- 
spect of 1976 et seq. 


(2) For the purposes of this section, the distribution 
entitlement of all the shares of a class of the capital 
stock of a foreign affiliate of the taxpayer at the end 
of its taxation year is the aggregate of 


(a) the distributions made during the year by the 
affiliate to holders of shares of that class; and 


(b).the amount that the affiliate might reasonably 
be expected to distribute to holders of shares of 
that class immediately after the end of the year if 
at that time it had distributed to its shareholders 
an amount equal to the aggregate of 


(i) the amount, if any, by which the net sur- 
plus of the affiliate in respect of the taxpayer 
at the end of the year, computed as though any 
adjustments resulting from the provisions of 
sections 5902 and 5905 and subsections 
5907(2.1) and (2.2) and any references thereto 
during the year ‘were ignored, exceeds the net 
surplus of the affiliate in respect of the tax- 
payer at the end of its immediately preceding 
taxation year, and 


(ii) the amount that the affiliate would receive 
if at that time each controlled foreign affiliate 
of the taxpayer in which the affiliate had an 
equity percentage had distributed to its share- 
holders an amount equal to the aggregate of 

(A) the amount that would be determined 


under subparagraph (i) for the controlled 
foreign affiliate if the controlled foreign 
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affiliate were the foreign affiliate referred 

to in subparagraph (i), for each of the taxa- 

tion years of the controlled foreign affiliate 

ending in the taxation year of the affiliate, 
and 


(B) each such amount that the controlled 

foreign affiliate would receive from any 

other controlled foreign affiliate of the tax- 

payer in which it had an equity percentage. 
History: Subpara. 5904(2)(b)() substituted by P.C. 1978-3599, s. 
1, November 30, 1978, Canada Gazette, Part Il, December 13, 
1978, effective for 1978 et seq. 


(3) For the purposes of subsection (2), 
(a) the net surplus of a foreign affiliate of a tax- 
payer who is an individual, in respect of that indi- 
vidual, shall be computed as if that individual 
were a corporation resident in Canada; 


(b) in computing the net surplus of a particular 
foreign affiliate of a taxpayer resident in Canada 
in which any other foreign affiliate of the tax- 
payer has an equity percentage, no amount shall 
be included. in respect of any distribution, that 
would be received by the particular affiliate from 
such other affiliate; 


(c) if any controlled foreign affiliate of a taxpayer 
resident in Canada has issued shares of more than 
one class of its capital stock, the amount that 
would be distributed to the holders of shares of 
any class is such portion of the amount deter- 
mined under subparagraph (2)(b)(ii) as, in the cir- 
cumstances, it might reasonably be expected to 
distribute to the holders of those shares; and 


(d) in determining the distribution entitlement 


(i) of a class of shares of the capital stock of a 
foreign affiliate that is entitled to cumulative 
dividends, the amount of any distribution re- 
ferred to in paragraph (2)(a) shall be deemed 
not to include any distribution in respect of 
such class that is, or would, if it were made, 
be referable to profits of a preceding taxation 
year, and 

(ii) of any other class of shares of the capital 
stock of the affiliate, the net surplus of the af- 
filiate at the end of the year referred to in sub- 
paragraph (2)(b)(i) shall be deemed not to 
have been reduced by any distribution de- 
scribed in subparagraph (i) with respect to a 
class of shares that is entitled to cumulative 
dividends to the extent that the distribution 
was referable to profits of a preceding taxa- 
tion year. 


5905. Special rules — (1) Where at any time, 
other than in the course of a transaction to which 
subsection (2) or (5) applies, a corporation resident 
in Canada or a foreign affiliate of such a corporation 
acquires in any manner whatever shares of the capi- 
tal stock of another corporation that was a foreign 
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affiliate of the corporation immediately before that 
time (in this subsection referred to as the “acquired 
affiliate’) and as a result thereof the surplus entitle- 
ment percentage of the corporation in respect of the 
acquired affiliate increases, for the purposes of this 
Part, the exempt surplus or exempt deficit, the taxa- 
ble surplus or taxable deficit and the underlying for- 
eign tax, in respect of the corporation, of the ac- 
quired affiliate and of each other foreign affiliate of 
the corporation in which the acquired affiliate has an 
equity percentage (in this subsection referred to as 
the “other affiliate”), other than an acquired affiliate 
or other affiliate in respect of which subsection (8) 
applies, shall at that time be reduced to the propor- 
tion of the amount thereof otherwise determined that 


(a) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the acquired affiliate or the other affili- 
ate, as the case may be, determined on the 
assumption that the taxation year of the acquired 
affiliate or the other affiliate, as the case may be, 
that otherwise would have included that time had 
ended immediately before that time, 
is of 

(b) the surplus entitlement percentage immedi- 
ately after that time of the corporation in respect 
of the acquired affiliate or the other affiliate, as 
the case may be, determined on the assumption 
that the taxation year of the acquired affiliate or 
the other affiliate, as the case may be, that other- 
wise would have included that time had ended 
immediately after that time, 


and, for the purposes of paragraphs 5907(1)(d), (k) 
and (1), such reduced amounts shall be referred to as 
the opening exempt surplus, opening exempt deficit, 
opening taxable surplus, opening taxable deficit and 
opening underlying foreign tax, as the case may be, 
of each such affiliate in respect of the corporation. 


(2) Where at any time a foreign affiliate of a corpo- 
ration resident in Canada redeems, acquires or 
cancels in any manner whatever (otherwise than by 
way of a winding-up) any of the shares of any class 
of its capital stock (other than shares redeemed or 
cancelled that the affiliate had previously purchased 
or acquired and that were held by it until that time 
and in respect of which an adjustment has previously 
been made under this subsection or subsection (1) as 
it read prior to November 13, 1981), the following 
rules apply: 


(a) where, by virtue of an election made by the 
corporation under subsection 93(1) of the Act, a 
dividend is deemed to have been received on one 
or more of the shares of the foreign affiliate that 
were disposed of by the corporation or another 
foreign affiliate of the corporation (in this para- 
graph referred to as the “transferor”) by virtue of 
the redemption, acquisition or cancellation of 
such share or shares by the foreign affiliate, for 
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the purposes of the adjustment required by para- 

graph (b), 
(1) immediately before that time there shall be 
included under subparagraph 5907(1)(d)(xu1) 
in computing the affiliate’s exempt surplus or 
exempt deficit, as the case may be, in respect 
of the corporation an amount equal to the 
product obtained when the specified adyjust- 
ment factor in respect of the disposition is 
multiplied by the aggregate of all amounts 
each of which is such portion of any such div- 
idend as is prescribed by paragraph 5900(1)(a) 
to have been paid out of the exempt surplus of 
the affiliate, 


(ii) immediately before that time there shall be 
included under subparagraph 5907(1)(k)(xi) in 
computing the affiliate’s taxable surplus or 
taxable deficit, as the case may be, in respect 
of the corporation an amount equal to the 
product obtained when the specified adyjust- 
ment factor in respect of the disposition is 
multiplied by the aggregate of all amounts 
each of which is such portion of any such div- 
idend as is. prescribed by paragraph 
5900(1)(b) to have been paid out of the taxa- 
ble surplus of the affiliate, and 


(111) immediately before that time there shall 
be deducted from the amount, if any, other- 
wise determined to be the underlying foreign 
tax of the affiliate in respect of the corporation 
an amount equal to the product obtained when 
the specified adjustment factor in respect of 
the disposition is multiplied by the aggregate 
of all amounts each of which is the amount 
prescribed by paragraph 5900(1)(d) to be the 
foreign tax applicable to such portion of any 
such dividend as is prescribed by paragraph 
5900(1)(b) to have been paid out of the taxa- 
ble surplus of the affiliate, 
and, for the purposes of subparagraphs (1) to (111), 
the specified adjustment factor in respect of the 
disposition is the amount equal to the quotient 
obtained when, 


(iv) where the transferor is the corporation, 
100 per cent, and 


(v) where the transferor is another foreign af- 
filiate of the corporation, the surplus entitle- 
ment percentage of the corporation in respect 
of the transferor immediately before the 
disposition, 
is divided by 

(vi) the surplus entitlement percentage of the 
corporation in respect of the foreign affiliate 
immediately before the disposition; 


(b) the exempt surplus or exempt deficit, the tax- 
able surplus or taxable deficit and the underlying 
foreign tax, in respect of the corporation, of the 
affiliate and of each other foreign affiliate of the 
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corporation in which the affiliate has an equity 
percentage (in this subsection referred to as the 
“other affiliate”) shall at that time be adjusted to 
the proportion of the amount thereof otherwise 
determined that 


(i) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the affiliate or the other affiliate, as 
the case may be, determined on the assump- 

_ tion that the taxation year of the affiliate or 
the other affiliate, as the case may be, that 
otherwise would have included that time had 
ended immediately before that time, 

is of sa. 

(ii) the surplus entitlement percentage imme- 
diately after that time of the corporation in re- 
spect of the affiliate or the other affiliate, as 
the case may be, determined on the assump- 
tion that the taxation year of the affiliate or 
the other affiliate, as the case may be, that 
otherwise would have included that time had 
ended immediately after that time: and 


(c) for the purposes of paragraphs 5907( 1)(d), (k) 
and (1), the amounts determined under paragraph 
(b) shall be referred to as the opening exempt sur- 
plus, opening exempt deficit, opening taxable 
surplus, opening taxable deficit and Opening un- 
derlying foreign tax, as the case may be, of the 
affiliate and each other affiliate in respect of the 
corporation resident in Canada. 


(3) Where at any time a foreign affiliate of a corpo- 
ration resident in Canada has been formed as a result 
of a foreign merger (within the meaning assigned by 
subsection 87(8.1) of the Act) of two or more corpo- 
rations (each of which in this subsection and subsec- 
tion (4) is referred to as a “predecessor corpora- 
tion”), for the purposes of this Part, the following 
rules apply: 
(a) in respect of the foreign affiliate, 


(i) its opening exempt surplus in respect of the 
corporation shall be the amount, if any, by 
which the aggregate of all amounts each of 
which is the exempt surplus of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the exempt deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger, 

(ii) its opening exempt deficit in respect of the 
corporation shall be the amount, if any, by 
which the aggregate of all amounts each of 
which is the exempt deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the exempt surplus of a predecessor 
corporation that was a foreign affiliate of the 
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corporation immediately before the merger, 

(iii) its opening taxable surplus in respect of 
the corporation shall be the amount, if any, by 
which the aggregate of all amounts each of 
which is the taxable surplus of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the taxable deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger, 


(iv) its opening taxable deficit in respect of 
the corporation shall be the amount, if any, by 
which the aggregate of all amounts each of 
which is the taxable deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the taxable surplus of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger, 
and js; 

(v) its opening underlying foreign tax in re- 
spect of the corporation shall be the aggregate 
of all amounts each of which is the underlying 
foreign tax of a predecessor corporation that 
was a foreign affiliate of the corporation im- 
mediately before the merger; and 


(b) in respect of any other foreign affiliate of the 
corporation, other than a predecessor corporation, 
in which a predecessor corporation had an equity 
percentage immediately before the merger, the 
exempt surplus or exempt deficit, the taxable sur- 
plus or taxable deficit and the underlying foreign 
tax of the other affiliate in respect of the corpora- 
tion shall at that time be adjusted to the propor- 
tion of the amount thereof otherwise determined 
that 


(i) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the other affiliate, determined on the 
assumption that the taxation year of the other 
affiliate that otherwise would have included 
that time had ended immediately before that 
time, 
is of 

(ii) the surplus entitlement percentage imme- 
diately after that time of the corporation in re- 
spect of the other affiliate, determined on the 
assumption that the taxation year of the other 
affiliate that otherwise would have included 
that time had ended immediately after that 
time, 


and, for the purposes of paragraphs 5907(1)(d), 
(k) and (1), such adjusted amounts shall be re- 
ferred to as the opening exempt surplus, opening 
exempt deficit, opening taxable surplus, opening 
taxable deficit and opening underlying foreign 
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tax, as the case may be, of the other affiliate in 
respect of the corporation resident in Canada. 


(4) For the purposes of paragraph (3)(a), the exempt 
surplus, exempt deficit, taxable surplus, taxable defi- 
cit and underlying foreign tax of each predecessor 
corporation immediately before the foreign merger 
shall be deemed to be the proportion of the amount 
thereof otherwise determined that 


(a) the surplus entitlement percentage of the cor- 
poration resident in Canada immediately before 
the merger in respect of the predecessor corpora- 
tion, determined on the assumption that the taxa- 
tion year of the predecessor corporation that oth- 
erwise would have included the time of the 
merger had ended immediately before that time, 
is of 

(b) the percentage that would be the surplus enti- 
tlement percentage of the corporation resident in 
Canada immediately after the merger in respect 
of the foreign affiliate of the corporation formed 
as a result of the merger if the net surplus of such 
foreign affiliate were the aggregate of all 
amounts, each of which is the net surplus of a 
predecessor corporation immediately before the 
merger. 


(5) Where at any time 


(a) there is a disposition by a corporation resident 
in Canada (in this subsection referred to as the 
“predecessor corporation”) of any of the shares 
owned by it of the capital stock of a particular 
foreign affiliate of it to a taxable Canadian corpo- 
ration with which the predecessor corporation 
was not dealing at arm’s length (in this subsec- 
tion referred to as the “acquiring corporation’), 


(b) there is an amalgamation, to which section 87 
of the Act applies, of two or more corporations 
(each of which in this subsection is referred to as 
a “predecessor corporation”) to form a new cor- 
poration (in this subsection referred to as the “ac- 
quiring corporation’) as a result of-which shares 
of the capital stock of a particular foreign affiliate 
of a predecessor corporation become the property 
of the acquiring corporation, or 


(c) there is a winding-up, to which subsection 
88(1) of the Act applies, of a corporation (in this 
subsection referred to as the “predecessor corpo- 
ration”) into another corporation (in this subsec- 
tion referred to as the “acquiring corporation’) as 
a result of which shares of the capital stock of a 
particular foreign affiliate of the predecessor cor- 
poration become the property of the acquiring 
corporation, 


the following rules apply for the purposes of this 
Part in respect of the particular affiliate and each 
other foreign affiliate of the predecessor corporation 
in which the particular affiliate has an equity per- 
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centage: 


(d) its opening exempt surplus in respect of the 
acquiring corporation shall be the amount, if any, 
by which the aggregate of its exempt surplus in 
respect of each predecessor corporation and in re- 
spect of the acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 


_ exempt deficit in respect of each predecessor cor- 


poration and in respect of the acquiring corpora- 
tion immediately before any of the transactions 
referred to in paragraph (a), (b) or (c); 

(e) its opening exempt deficit in respect of the ac- 
quiring corporation shall be the amount, if any, 
by which the aggregate of its exempt deficit in 
respect of each predecessor corporation and in re- 
spect of the acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 
exempt surplus in respect of each predecessor 
corporation and in respect of the acquiring corpo- 
ration immediately before any of the transactions 
referred to in paragraph (a), (b) or (c); 

(f) its opening taxable surplus in respect of the 
acquiring corporation shall be the amount, if any, 
by which the aggregate of its taxable surplus in 
respect of each predecessor corporation and in re- 
spect of the acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 
taxable deficit in respect of each predecessor cor- 
poration and in respect of the acquiring corpora- 
tion immediately before any of the transactions 
referred to in paragraph (a), (b) or (c); 


(g) its opening taxable deficit in respect of the ac- 
quiring corporation shall be the amount, if any, 
by which the aggregate of its taxable deficit in re- 
spect of each predecessor corporation and in re- 
spect of the acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 
taxable surplus in respect of each predecessor 
corporation and in respect of the acquiring corpo- 
ration immediately before any of the transactions 
referred to in paragraph (a), (b) or (c); and 

(h) its opening underlying foreign tax in respect 
of the acquiring corporation shall be the aggre- 
gate of its underlying foreign tax in respect of 
each predecessor corporation and in respect of 
the acquiring corporation immediately before any 
of the transactions referred to in paragraph (a), 
(b) or (c). 


(6) For the purposes of subsection (5), the following 
rules apply: 


(a) where paragraph (5)(a) is applicable and the 
predecessor corporation is, by virtue of an elec- 
tion made under subsection 93(1) of the Act, 
deemed to have received a dividend on one or 
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more of the shares of the particular affiliate dis- 
posed of in the transaction, for the purposes of 
the adjustment required by paragraph (b), 


tion (within the meaning assigned by ‘subsection 
(5)) and the acquiring corporation (within the 
meaning assigned by subsection (5)) shall be 


(i) immediately before the time of the transac- 
tion there shall be included under subpara- 
graph 5907(1)(d)(xii) in computing the partic- 
_ ular affiliate’s exempt surplus or exempt 
deficit, as the case may be, in respect of the 
predecessor corporation an amount equal to 
the quotient obtained when 


(A) such portion of the dividend as is pre- 
scribed by paragraph 5900(1)(a) to have 
been paid out of the exempt surplus of the 
particular affiliate | 
is divided by 

(B) the surplus entitlement percentage of 
the predecessor corporation in respect of 
the particular affiliate immediately before 
the disposition, determined on the assump- 
tion that the shares disposed of by the 
predecessor corporation were the only 
shares owned by it immediately before the 
time of the transaction, 


(ii) immediately before the time of the trans- 
action there shall be included under. subpara- 
graph 5907(1)(k)(xi) in computing the partic- 
ular affiliate’s taxable surplus. or taxable 
deficit, as the case may be, in respect of the 
predecessor corporation an amount equal to 
the quotient obtained when 


(A) such portion of the dividend.as.is pre- 
scribed by paragraph 5900(1)(b). to have 
been,paid out of the taxable surplus of the 
particular. affiliate 


is divided by 


(B) the surplus. entitlement percentage re- 
ferred to in clause (i)(B), and 


(iii) immediately before the time of the trans- 
action there shall be deducted from the 
amount, if any, otherwise determined to’ be the 
underlying foreign tax of the particular affili- 
ate in respect of the predecessor corporation 
an amount equal to the quotient obtained 
~ when 


(A) the amount prescribed by paragraph 
5900(1)(d) to be the foreign tax applicable 
to such portion of the dividend as is pre- 
scribed by paragraph 5900(1)(b) to have 
been paid out of the taxable surplus of the 
particular affiliate 


is divided by 
(B) the surplus entitlement percentage re- 
ferred to in clause (i)(B); and 


deemed to be the proportion of the amount 
thereof otherwise determined that 


(1) the surplus entitlement percentage immedi- 
ately before the time of the latest of the trans- 
actions referred to in paragraph (5)(a), (b) or 
(c) of the predecessor corporation or the ac- 
quiring corporation, as the case may be, in re- 
spect of the affiliate, determined on the as- 
sumption 


(A) that the taxation year of the affiliate 
that otherwise would have included that 
time had ‘ended immediately ‘before that 
time, and / 


(B) where the transaction is one referred to 
in paragraph (5)(a), that the shares referred 
to therein were the only shares owned by 
the predecessor corporation immediately 
before that time, 
is of , 
(ii) the surplus entitlement percentage imme- 
diately after the time of the latest of the trans- 
actions referred to in paragraph (5)(a), (b) or 
(c) of the acquiring corporation in respect of 
the affiliate, determined on the assumption 
that the taxation year of the affiliate that oth- 
erwise would have included that time had en- 
ded immediately after that time. 


(7) Where at any time there has been a dissolution of 
a foreign affiliate (in this subsection referred to as 
the “dissolved affiliate”) of a corporation resident in 
Canada and paragraph 95(2)(e.1) of the Act is appli- 
cable in respect of the dissolution, each other foreign 
affiliate of the corporation that had a direct equity 
percentage in the dissolved affiliate immediately 
before that time shall, for the purposes of computing 
its exempt surplus or exempt deficit, taxable surplus 
or taxable deficit and underlying foreign tax in re- 
spect of the corporation, be deemed to have received 
dividends immediately before that time the aggregate 
of which is equal to the amount it might reasonably 
have expected to receive if the dissolved affiliate 
had, immediately before that time, paid dividends 
the aggregate of which on all shares of its capital 
stock was equal to the amount of its net surplus in 
respect of the corporation immediately before that 
time, determined on the assumption that the taxation 
year of the dissolved affiliate that otherwise would 
have included that time’ had ended immediately 
before that time. 


(8) Where at any time a dividend is, by virtue of an 
election made by a corporation under subsection 


93(1) of the Act, deemed to have been received on 
one or more shares of a class of the capital stock of a 
particular foreign affiliate of the corporation dis- 


(b) the exempt surplus, exempt deficit, taxable 
surplus, taxable deficit and underlying foreign tax 
of an affiliate in respect of a predecessor corpora- 
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posed of to the corporation or another foreign affili- 
ate of the corporation, the following rules apply: 


(a) for the purposes of the adjustment required by 
paragraph (b), 


(i) immediately before that time there shall be 
included under subparagraph 5907(1)(d)(xi1) 
in computing the particular affiliate’s exempt 
surplus or exempt deficit, as the case may be, 
in respect of the corporation an amount equal 
to the product obtained when the specified ad- 
justment factor in respect of the disposition is 
multiplied by the aggregate of all amounts 
each of which is such portion of any such div- 
idend as is prescribed by paragraph 5900(1)(a) 
to have been paid out of the exempt surplus of 
the particular affiliate, 


(ii) immediately before that time there shall be 
included under subparagraph 5907(1)(k)(xi) in 
computing the particular affiliate’s taxable 
surplus or taxable deficit, as the case may be, 
in respect of the corporation an amount equal 
to the product obtained when the specified ad- 
justment factor in respect of the disposition is 
multiplied by the aggregate of all amounts 
each of which is such portion of any such div- 
idend as is prescribed by paragraph 
5900(1)(b) to have been paid out of the taxa- 
ble surplus of the particular affiliate, and 


(iii) immediately before that time there shall 
be deducted from the amount, if any, other- 
wise determined to be the underlying foreign 
tax of the particular affiliate in respect of the 
corporation an amount equal to the product 
obtained when the specified adjustment factor 
in respect of the disposition is multiplied by 
the aggregate of all amounts each of which is 
the amount prescribed by paragraph 
5900(1)(d) to be the foreign tax applicable to 
such portion.of any such dividend as is pre- 
scribed by paragraph 5900(1)(b) to have been 
paid out of the taxable surplus of the particu- 
lar affiliate, 


and, for the purposes of subparagraphs (i) to (iii), 
the specified adjustment factor in respect of the 
disposition is the amount equal to the quotient 
obtained when 


(iv) where the person disposing of the shares 
is the corporation, 100 per cent, and 


(v) where the person disposing of the shares is 
another foreign affiliate of the corporation, the 
surplus entitlement percentage of the corpora- 
tion in respect of that affiliate immediately 
before the disposition, 


is divided by 
(vi) the surplus entitlement percentage of the 


corporation in respect of the particular foreign 
affiliate immediately before that disposition; 
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(b) the exempt surplus or exempt deficit, the tax- 
able surplus or taxable deficit and the underlying 
foreign tax in respect of the corporation of the 
particular affiliate and of each other foreign affil- 
iate of the corporation in which the particular af- 
filiate has an equity percentage (in this subsection 
referred to as the “other affiliate”) shall at that 
time be adjusted to the proportion of the amount 
thereof otherwise determined that 


(i) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the particular affiliate or the other af- 
filiate, as the case may be, determined on the 
assumption that the taxation year of the partic- 
ular affiliate or the other affiliate, as the case 
may be, that otherwise would have included 
that time had ended immediately before that 
time, 
is of 
(ii) the surplus entitlement percentage imme- 
diately after that time of the corporation in re- 
spect of the particular affiliate or the other af- 
filiate, as the case may be, determined on the 
assumption that the taxation year of the partic- 
ular affiliate or the other affiliate, as the case 
may be, that otherwise would have included 
that time had ended immediately after that 
time; and 
(c) for the purposes of paragraphs 5907(1)(d), (k) 
and (1), the amounts determined under paragraph 
(b) shall be referred to as the opening exempt sur- 
plus, opening exempt deficit, opening taxable 
surplus, opening taxable deficit and opening un- 
derlying foreign tax, as the case may be, of the 
particular affiliate and each other affiliate in re- 
spect of the corporation resident in Canada. 


(9) Where at any time a foreign affiliate of a corpo- 
ration resident in Canada (in this subsection referred 
to as the “issuing affiliate’) issues shares of a class 
of its capital stock to.a person other than the corpora- 
tion or another foreign affiliate of the corporation 
and as a result thereof the surplus entitlement per- 
centage of the corporation in respect of the issuing 
affiliate decreases, for the purposes of this Part, the 
exempt surplus or exempt deficit, the taxable surplus 
or taxable deficit and the underlying foreign tax, in 
respect of the corporation, of the issuing affiliate and 
of each other foreign affiliate of the corporation in 
which the issuing affiliate has an equity percentage 
(in this subsection referred to as the “other affiliate”) 
shall at that time be increased to the proportion of 
the amount thereof otherwise determined that 


(a) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the issuing affiliate or the other affiliate, 
as the case may be, determined on the assumption 
that the taxation year of the issuing affiliate or the 
other affiliate, as the case may be, that otherwise 
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would have included that time had ended imme- 
, diately before that time, 


is of 


(b) the surplus entitlement ‘percentage immedi- 


ately after that time of the corporation in respect 

of the issuing ‘affiliate or other affiliate, as the 
| €ase'may be, determined on the assumption that 
‘the taxation year of the issuing affiliate or the 

other affiliate, as the case may be, that otherwise 
‘) would have included that time had ended imme- 
| diately after that time, 


and, for the purposes of paragraphs 5907(1)(d), (k) 
and (1), such increased amounts shall be referred to 
as the opening exempt surplus, opening ‘exempt defi- 
cit, opening taxable surplus, opening taxable deficit 
and opening underlying foreign tax, as the case may 
be,,of each such affiliate in respect of the corporation 
resident in Canada. - | 


(10) For'the purposes of this section, the surplus en- 
titlement at any time of a share owned by a corpora- 
tion resident in Canada of the capital stock of a for- 
eign affiliate of the corporation in respect of a 
particular foreign affiliate of the corporation is the 
portion of 


(a) the amount that would have been received on 
the share if the foreign affiliate had at that time 
paid dividends the aggregate of which on all 
_ Shares of its capital stock was equal to the 
_ amount that would be its net surplus in respect of 
the corporation at that time assuming that 


(i) each other foreign affiliate of the corpora- 


tion in which the foreign affiliate had an eq- 


uity percentage had immediately before that 
time paid a dividend equal to its net surplus in 


respect of the corporation immediately before | 


the dividend was paid, and. 


(ii) any: dividend referred: to in subparagraph 

Gi) that would be received by another foreign 
affiliate: was. received by such other foreign 
affiliate immediately before any such divi- 
dend that it would have paid, 


that may reasonably be considered to relate to 


(b) the amount that would be the net surplus of 
the particular affiliate in respect of the corpora- 
tion at that time assuming that e 


(i) each other foreign affiliate of the corpora- 
tion in which the particular affiliate had an eq- 


uity percentage had immediately before that 
time paid a dividend equal to its net surplus in 
respect of the corporation immediately before 
the dividend was paid, and 


(ii) any dividend referred to in subparagraph | 


(i) that would be received by another foreign 
affiliate was received by such other foreign 
affiliate immediately before any such divi- 
dend that it would have paid. 
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(11) For'the purposes of subsection (10), 


(a) in determining the net surplus of, or the 

amount of a dividend received by, a particular 

“foreign affiliate of a taxpayer resident in Canada 
in which any other foreign affiliate of the tax- 
payer has an equity percentage, no amount shall 
be included in respect of any distribution that 
would be received by the particular affiliate from 
such other affiliate; and ey 


-(b) if any foreign affiliate of a corporation resi- 
dent in Canada has issued shares of more than 
one class of its capital stock, the amount that 
would be paid as a dividend on the shares of any 
class is such portion of its net surplus as, in the 
circumstances, it might reasonably be expected to 
have paid on all the shares of that class. 


(12) Notwithstanding any other provision of this 


| Part, for the purposes of determining under subsec- 


tion (10) the net surplus of a foreign affiliate of a 
corporation resident in Canada in respect of the cor- 
poration at any time in a taxation year of the affiliate 
that would otherwise have included that time (in this 
subsection referred to as the “normal year’), the ex- 
empt earnings or loss and the taxable earnings or 
loss required to be included in computing the net 
surplus in respect of any taxation year of the affiliate 
that is assumed for the purposes of a provision of 
this section to have ended at that time shall be 
deemed to be that proportion of such amounts deter- 
mined for the normal year that the number of days in 
the taxation year assumed to have ended at that time 
is of the number of days in the normal year. 


(13) For the purposes of paragraph 95(1)(f.1) 
[95(1)“surplus entitlement percentage”] of the Act 
and this Part, the surplus entitlement percentage at 
any time of a corporation resident in Canada in re- 
spect of a particular foreign affiliate of the corpora- 
tion is, far | 
(a) where the particular affiliate and each corpo- 
ration that is relevant to the determination of the 
corporation’s equity percentage in the particular 
affiliate have only one class of issued shares at 
that time, the percentage that is the corporation’s 
equity percentage in the particular affiliate at that 
time, and 


(b) in any other case, the proportion of 100 that 


(i) the aggregate of all amounts, each of which 
is the surplus entitlement at that time of a 
share owned by the corporation of the capital 
stock of a foreign affiliate of the corporation 
in respect of the particular foreign affiliate of 
the corporation 
is of 

(ii) the amount determined under paragraph 
(10)(b) to be the net surplus of the particular 
affiliate in respect of the corporation at that 
time, 
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except that where the amount determined under 
subparagraph (ii) is nil, the percentage deter- 
mined under this paragraph shall be the corpora- 
tion’s equity percentage in the particular affiliate 
at that time, 


and, for the purposes of this subsection, “equity per- 
centage” shall have the meaning assigned by para- 
graph 95(4)(b) [95(4)“equity percentage”’] of the Act 
except that the reference in subparagraph (11) [para. 
(b)] thereof to “any corporation” shall be read as a 
reference to “any corporation other than a corpora- 
tion resident in Canada’. 

History: S. 5905 substituted by P.C. 1985-467, February 14, 1985, 
s. 3, Canada Gazette, Part Il, March 6, 1985 as corrected by Can- 
ada Gazette, Part II, June 26, 1985, applicable as to subsec. 
5905(1), in respect of acquisitions of shares made after November 
12, 1981: as to subsec. 5905(2), in respect of redemptions, acquisi- 
tions or cancellations of shares occurring after November 12, 1981; 
as to subsecs. 5905(3) and (4), in respect of mergers occurring after 
November 12, 1981; as to subsecs. 5905(5) and (6), in respect of 
dispositions of shares made after November 12, 1981 and amalga- 
mations and windings-up occurring after November 12, 1981; as to 
subsec. 5905(7), in respect of dissolutions occurring after Novem- 
ber 12, 1981; as to subsec. 5905(8), in respect of dispositions of 
shares made after November 12, 1981; as to subsec. 5905(9), in re- 
spect of issuances of shares occurring after November 12, 1981; and 
as to subsecs. 5905(10) to (13), for the purposes of computations 
required to be made under any of subsecs. 5905(1) to (9), in respect 
of transactions occurring after November 12, 1981. 


All that portion of subsec. 5905(1) following para. (d) and all that 
portion of subsec. 5905(2) preceding para. (a) substituted; subsec. 
5905(7.1) added by P.C. 1980-503, s. 4, February 8, 1980, Canada 
Gazette, Part Il, February 27, 1980, as corrected by Canada Ga- 
zette, Part Il, March 12, 1980, effective in respect of 1976 ef seg. 


5906. Carrying on business in a country — (1) 
For the purposes of this Part, where a foreign affili- 
ate of a corporation resident in Canada carries on an 
active business, it shall be deemed to carry on that 
business 


(a) in a country other than Canada only to the ex- 
tent that such business is carried on through a 
permanent establishment situated therein; and 


(b) in Canada only to the extent that its income 
therefrom is subject to tax under Part I of the Act. 


(2) Where the Government of Canada has concluded 
an agreement or convention with the government of 
another country for the avoidance of double taxation 
that has the force of law in Canada and in which the 
expression “permanent establishment” is given a par- 
ticular meaning, for the purposes of subsection (1), 
that expression has that meaning with respect to a 
business carried on in that country and, in any other 
case, has the meaning assigned by subsection 400(2). 


5907. Interpretation — (1) For the purposes of this 
Part and sections 95 and 113 of the Act, 


(a) “earnings” — “earnings” of a foreign affili- 
ate of a taxpayer resident in Canada for a taxation 
year of the affiliate from an active business 
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means 


(i) in the case of an active business carried on 
by it in a country 


(A) the income or profit therefrom for the 
year computed in accordance with the in- 
come tax law of the country in which the 
affiliate is resident in any case where the 
affiliate is required by such law to com- 
pute that income or profit, 


(B) the income or profit therefrom for the 
year computed in accordance with the in- 
come tax law of the country in which the 
business is carried on in any case not de- 
scribed in clause (A) where the affiliate is 
required by such law to compute that in- 
come or profit, and 


(C) in any other case, the amount that 
would be the income therefrom for the 
year under Part I of the Act if the business 
were carried on in Canada, the affiliate 
were resident in Canada and the Act were 
read without reference to subsections 80(3) 
to (12), (15) and (17) and 80.01(5) to (11) 
and sections 80.02 to 80.04, 


adjusted in each case in accordance with the 
provisions of subsection (2) and for the pur- 
poses of this Part, to the extent that the earn- 
ings of an affiliate from an active business 
carried on by it cannot be attributed to a per- 
manent establishment in any particular coun- 
try they shall be attributed to the permanent 
establishment in the country in which the af- 
filiate is resident and if the affiliate is resident 
in more than one country, to the permanent 
establishment in the country that may reasona- 
bly be regarded as the affiliate’s principal 
place of residence, and 


(ii) in any other case, the aggregate of the 
amounts by which the income for the year 
from an active business of an affiliate is in- 
creased by virtue of paragraph 95(2)(a) of the 
Act, after deducting the aggregate of the ex- 
-penses reasonably attributable thereto; 


(b) “exempt earnings” — “exempt earnings” 
of a foreign affiliate of a corporation for a taxa- 
tion year of the affiliate is the aggregate of all 
amounts each of which is 


(i) the amount by which the capital gains of 
the affiliate for the year exceed the aggregate 
of 


(A) the amount of the taxable capital gains 
for the year referred to in subparagraph 
95(1)(b)(ii) [95(1)“‘foreign accrual prop- 
erty income’’B] of the Act, 


(B) the amount of the taxable capital gains 
for the year referred to in clauses 


(f)(Gii)(A) and (f)(iv)(C), and 
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(C) such portion of any income or profits 
tax paid to the government of a country for 
the year by the affiliate as may reasonably 
be regarded as tax in respect of the amount 
by which the capital gains of the affiliate 
for the year exceed the aggregate of the 
amounts referred to in clauses (A) and (B), 


and for the purposes of this subparagraph 
where the affiliate (in this subparagraph re- 
ferred to as the “disposing affiliate”) has dis- 
posed of capital property that was shares of 
the capital stock of another foreign affiliate of 
the corporation (in this subparagraph referred 
to as the “shares disposed of”) to any corpora- 
tion that was, immediately following the dis- 


position, a foreign affiliate of the corporation, — 


the capital gains of the disposing affiliate for 
the year shall not include the portion of any 
such gains that is the aggregate of all amounts 
each of which is an amount equal to the ex- 
cess of the fair market value at the end of the 
disposing affiliate’s 1975 taxation year of a 
_ Share disposed of over the adjusted cost base 
of that share, 


(ii) for its 1975 or any preceding taxation 
year, the aggregate of all amounts each of 


which is the affiliate’s net earnings for the — 


year, 


(iii) for its 1975 or any preceding taxation | 


year, the earnings as determined in subpara- 
graph (a)(ii) to the extent that such earnings 
have not been included by virtue of subpara- 
graph (ii) or deducted in determining an 
amount included in clause (c)(ii)(A), 


(iv) for the 1976 or any subsequent taxation 
_ year where the affiliate is resident in a country 
listed in subsection (11), each amount that is 


(A) the affiliate’s net earnings for the year 
from an active business carried on by it in 
Canada or in a country listed in subsection 
(11), or 


(B) to the extent that they have not been 
included by virtue of clause (A) or de- 
ducted in determining an amount included 
in subparagraph (c)(iii), the earnings for 
the year from an active business of the af- 
filiate to the extent that they derive from 


(I) amounts determined under subpara- 
graph 95(2)(a)(i) of the Act that pertain 
to or are incident to an active business 
carried on in a country listed in subsec- 
tion (11), or 


(If) amounts determined under subpara- 
graph 95(2)(a)(ii) of the Act that are 
paid or payable to it by another foreign 
affiliate of the corporation or any other 
non-resident corporation with which 
the corporation does not deal at arm’s 


2297 


Reg. 5907(1)(b)(iv)(B)(IID 


length, to the extent that they are or 
would be, if the non-resident corpora- 
tion were a foreign affiliate of the cor- 
poration, deductible in computing its 
exempt earnings 
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clause 95(2)(a)(ii)(A) of the Act that — 
are derived from amounts paid or 
payable to it by a non-resident corpo- 
ration to which the affiliate and the — 
corporation are related throughout the 
_year, to the ex 


if the non-tesi dent oe 


would be deductib! 
_ dent corporation in tl 
_ sequent year in co) 
_ earnings or exemp 


dv) amounts by : 
the affiliate fron 


payable to it 
- non-resident = 


wD amounts by 
the affiliate from a 


are derived from am 
payable to it by 
' another foreign aff 

- ration in respect of which the corpo 
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the aggregate of the amounts referred to in 
clauses (A) and (B), as 


(ii) for its 1975 or any preceding “hadh 
year, the aggregate of all amounts each of 
~ which is 
_ (A) the affiliate’s net loss for the year from 
an active business carried on by it in a 
country, or 


(B) the amount, if any, for the year by 
which 


(I) the amount determined under sub- 
paragraph 95(1)(b)(iii) [95(1)“foreign 
accrual property income”D] of the Act 
for that year 


exceeds 


(II) the amount determined under sub- 
paragraph 95(1)(b)(Gi) [95(1)‘foreign 
accrual property income”A] of the Act 
for that year, 


(iii) for the 1976 or any subsequent taxation 
year where the affiliate is resident in a country 
listed in subsection (11), each amount that is 
the affiliate’s net loss for the year from an ac- 
tive business carried on by it in Canada or in a 
country listed in subsection (11), or 


(v) for the 1976 or any subsequent taxation 
year, each amount that is included in the ex- 
empt earnings of the affiliate ie virtue of sub- 
section (10), 


minus such portion of any income or profits tax 
paid to the government of a country for the year 
by the affiliate as may reasonably be regarded as 
tax in respect of the earnings referred to in sub- 
paragraph (iii) or in clause (iv)(B); 
(c) “exempt loss” — “exempt loss” of a for- 
eign affiliate of a corporation for a taxation year 
of the affiliate is the aggregate of all amounts 
each of which is 


(i) the amount by which the capital losses of 
the affiliate for the year exceed the aggregate 
of . 


(A) the amount of the allowable capital 
losses for the year referred to in subpara- 
graph 95(1)(b)(iv) [95(1)“foreign accrual 
property income’’E] of the Act, 


(B) the amount: of the allowable capital 
losses for the year referred to in clauses 
(g)(ili)(A) and (g)(iv)(C), and 

(C) such portion of any income or profits 
tax refunded by the government of a coun- 
try for the year to the affiliate as may rea- 
sonably be regarded as tax refunded in re- 
spect of the amount by which the capital 
losses of the affiliate for the year exceed 
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time by the affiliate that would, if the divi- 
dend were received by the corporation, be de- 
ductible by it under section 112 of the Act, 


(iv) for the 1976 or any subsequent taxation 
year, each amount that is included in the ex- 
empt loss of the affiliate by virtue of subsec- 
tion (10); 


(d) “exempt surplus” — “exempt surplus” of 
a foreign affiliate of a corporation in respect of 
the corporation is, at any particular time, the 
amount, if any, by which the aggregate of all 
amounts in respect of the period commencing 
with the time that is the latest of 


(i) the first day of the taxation year of the af- 
filiate in which it last became a foreign affili- 
ate of the corporation, 


(ii) where the corporation is an acquiring cor- 
poration referred to in subsection 5905(5) and 
the affiliate is a particular affiliate referred to 
in that subsection or another foreign affiliate 
in which such particular affiliate had an equity 
percentage at the time referred to in that sub- 
section, the last time at which that subsection 
was applicable in respect of the affiliate, and 


(iii) where the affiliate is a foreign affiliate re- 
ferred to in subsection 5905(1), (2), (8) or (9) 
or paragraph 5905(3)(b), the last time at 
which any such subsection or paragraph was 
applicable in respect of the affiliate 


and ending with the particular time each of which 
is 


(iv) the opening exempt surplus of the affiliate 
as determined under subsection 5905(1), (2), 
(3), (5), (8) or (9), at the time wee in 
subparagraph (i), (ii) or (iil), 

(v) the exempt earnings of the affiliate for any 
of its taxation years ending in the period, 


(vi) the portion of any dividend received in 
the period and before the particular time by 
the affiliate from another foreign affiliate of 
the corporation (including, for greater cer- 
tainty, any dividend deemed to have been re- 
ceived by the affiliate by virtue of subsection 
5905(7)) that was prescribed by paragraph 
5900(1)(a) to have been paid out of the payer 
affiliate’s exempt surplus in respect of the 
corporation, 


(vi.1) the portion of any income or profits tax 
refunded by or the amount of a tax credit paid 
by the government of a country to the affiliate 
that may reasonably be regarded as having 
been refunded or paid in respect of any 
amount referred to in subparagraph (vi) and 
that was not deducted in determining any 
amount referred to in subparagraph (x), 


(vii) the portion of any taxable dividend re- 
ceived in the period and before the particular 
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(vii.1) an amount added to the affiliate’s ex- 
empt surplus or deducted from the affiliate’s 
exempt deficit in the period and before the 
particular time by virtue of any provision of 
subsection (1.1) or (1.2), or 


(vii.2) an amount added, in the period and 
before the particular time, to the affiliate’s ex- 
empt surplus by virtue of paragraph (7.1)(d), 


exceeds the aggregate of such of the following 
amounts in respect of the period as are applica- 
ble, 


(viii) the opening exempt deficit of the affili- 
ate as determined under subsection 5905(1), 
(2), (3), (5), (8) or (9), at the time established 
in subparagraph (i), (ii) or (iii), 

(ix) the exempt loss of the affiliate for any of 
its taxation years ending in the period, 


(x) the portion of any income or profits tax 
paid to the government of a country by the af- 
filiate that may reasonably be regarded as 
having been paid in respect of any amount re- 
ferred to in subparagraph (vi), (vi.1) or (vii), 


- (xi) the portion of any whole dividend paid by 
the affiliate in the period and before the par- 
ticular time deemed. by paragraph 5901(1)(a) 
to have been paid out of the affiliate’s exempt 
surplus in respect of the corporation, 


(xii) each amount that is determined under 
paragraph 5902(4)(a) or subparagraph 
5905(2)(a)(i), (6)(a)G@) or (8)(a)() in the pe- 
riod and before the particular time, or 


(xii.1) an amount, in the period and before the 
particular time, deducted from the affiliate’s 
exempt surplus or added to the affiliate’s ex- 
empt deficit by virtue of any provision of sub- 
section (1.1) or (1.2), 


and the “exempt deficit” of the affiliate of the 
corporation in respect of the corporation at the 
particular time is the amount, if any, by which 


(xiii) the aggregate of all amounts each of 
which is an amount determined under subpar- 
agraph (viii), (ix), (x), (xi), (xii) or (xii.1) 


exceeds 


(xiv) the aggregate of all amounts each of 
which is an amount determined under subpar- 
agraph (iv), (v), (vi), (vi-l), (vit), (vii.1) or 
(vii.2); 
(e) “loss” —“‘loss” of a foreign affiliate of a 
taxpayer resident in Canada for a taxation year of 
the affiliate from an active business carried on by 
it in a country is the amount of its loss for the 
year from that active business carried on in that 
country computed by applying the provisions of 
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» subparagraph (a)(i) respecting the computation of 
earnings from. that active business carried on in 
that: country, mutatis mutandis; 


(f) “net earnings” — “net earnings” of a for- 
eign affiliate of a corporation for a taxation year 
of the affiliate 


(1) from an active business carried on by itina 
country is the amount of its earnings for the 
year from that active business carried on in 
that country minus such portion of any in- 
come or profits tax paid to the government of 
a country for the year by the affiliate as may 
reasonably be regarded as tax in. respect of 
such earnings, 

(ii) in respect of foreign accrual property in- 
come is the amount that would be its foreign 
accrual property income for the year if para- 
graph 95(1)(b) [95(1)“foreign accrual prop- 
erty income’’] of the Act,were read without 
reference to subparagraph (v) [the description 
of F] thereof minus such portion of any in- 
come or profits tax paid to the government of 
a country for the year by the affiliate as may 
reasonably be regarded as tax in-respect of 
such income, 

(iii) from dispositions of property used or held 
by it principally for the purpose of gaining or 
producing income from an active business 
carried on by it in a country not listed in sub- 
section (11) (other than Canada) is the 
amount, if any, by which 
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(A). such. portion. of the affiliate’s taxable 
capital gains for the year from such dispo- 
sitions as may reasonably be considered to 
have accrued after November 12, 1981 


exceeds 


(B) such portion of any income or profits 
tax paid to the government of a country for 
the year by the affiliate as may reasonably 
be regarded as tax in respect of the amount 
determined under clause (A), and 
(iv) from dispositions of 

(A) shares of the capital stock of another 
foreign affiliate of the corporation that 
were excluded property of the affiliate 

_ (other than dispositions to which any of 
paragraphs 95(2)(c), (d) or (e) of the Act 
were applicable), or 


(B) partnership interests that were ex- 
cluded property of the affiliate 


is the amount, if any, by which 


(C) the portion of the affiliate’s taxable 
capital gains for the year from such dispo- 
sitions as may reasonably be considered to 
have accrued after its 1975 taxation year 


exceeds 


(D) such portion of any income or profits 
tax paid to the government of a country for 
the year by the affiliate as may reasonably 
be regarded as tax in respect of the amount 
determined under clause (C); 


(g) “net loss” — “net loss” of a foreign affiliate 
of a corporation for a taxation year of the affiliate 


(i) from an active business carried on by it ina 
country is the amount of its loss for the year 
from that active business carried on in that 
country minus such portion of any income or 
profits tax refunded by the government of a 
country for the year to the affiliate as may rea- 
sonably be regarded as tax refunded in respect 


of such loss, 
(ii) in respect of foreign accrual property in- 


come is the amount, if any, by which 
(A) the amount, if any, by which 


(I) the aggregate of the amounts deter- 
mined under subparagraphs 
95(1)(b)Gii) and (iv) [95(1)“foreign ac- 
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crual property income”D and E] of the (A) such portion of the affiliate’s allowa- 
Act for the year ble capital losses for the year from such 
exceeds dispositions as may reasonably be consid- 
ered to have accrued after November 12, 
(II) the aggregate of the amounts deter- 1981 
mined under subparagraphs 95(1)(b)(i) 
and (ii) [95(1)“foreign accrual property exceeds 
income”A and B] of the Act for the (B) such portion of any income or profits 
year tax refunded by the government of a coun- 
exceeds try for the year to the affiliate as may rea- 
' sonably be regarded as tax refunded in re- 
(B) such portion of any income or profits 


spect of the amount determined under 


tax refunded by the government of a coun- clause (A), and 


try for the year to the affiliate as may rea- 


sonably be regarded as tax refunded in re- (iv) from dispositions of 

spect of the amount determined under (A) shares of the capital stock of another 

clause (A), foreign affiliate of the corporation that 
(iii) from dispositions of property used or held were excluded property of the affiliate 
by it principally for the purpose of gaining or (other than dispositions to which any of 
producing income from an active business paragraphs 95(2)(c), (d) or (e) of the Act 
carried on by it in a country not listed in sub- were applicable), or 
section (11) (other than Canada) is the (B) partnership interests that were ex- 
amount, if any, by which cluded property of the affiliate 


is the amount, if any, by which 


(C) the portion of the affiliate’s allowable 
capital losses for the year from such dispo- 
sitions as may reasonably be considered to 
have accrued after its 1975 taxation year 


exceeds 


(D) such portion of any income or profits 
tax refunded by the government of a coun- 
try for the year to the affiliate as may rea- 
sonably be regarded as tax refunded in re- 
spect of the amount determined under 
clause (C); 


(h) “net surplus” — “net surplus” of a foreign 
affiliate of a corporation resident in Canada in re- 
spect of the corporation is, at any particular time, 


(i) if the affiliate has no exempt deficit and no 
taxable deficit, the amount that is the aggre- 
gate of its exempt surplus and taxable surplus 
in respect of the corporation, 


(ii) if the affiliate has no taxable surplus, the 
amount, if any, by which its exempt surplus 
exceeds its taxable deficit in respect of the 
corporation, or 

(iii) if the affiliate has no exempt surplus, the 
amount, if any, by which its taxable surplus 
exceeds its exempt deficit in respect of the 
corporation, 


as the case may be, at that time; 


(i) “taxable earnings” — “taxable earnings” 
of a foreign affiliate of a corporation for a taxa- 
tion year of the affiliate is 


(i) for the 1975 or any preceding taxation 
year, nil, and 


(ii) in any other case, the aggregate of all 
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--amounts each of which is (E) the affiliate’s net earnings for the year 
(A) the affiliate’s net earnings for the year from dispositions of shares of the capital 
from an active business carried on by it in stock of another foreign affiliate of the 
a country, corporation that were excluded property of 
(B) the affiliate’s net earnings for the year the affiliate (other than dispositions to 

In respect of its foreign accrual’ property which any of paragraphs 95(2)(c), (d) or 


(e) of the Act were applicable) or disposi- 
tions of partnership interests that were ex- 
“(C) to the extent that they have not been cluded property of the affiliate, 
“included by virtue of clause’ (A) or de- 
‘ducted in determining an amount included 
in clause (j)(ii)(A), the earnings for the 


income, 


but does not include any amount included in 
the affiliate’s exempt earnings for the year; 


year as determined under subparagraph (j) “taxable loss” — “taxable loss” of a foreign 
(a)(ii) minus such portion of any income or affiliate of a corporation for a taxation year of the 
profits tax paid to the government of a affiliate is 

country for the year by the affiliate as may (i) for the 1975 or any preceding taxation 
reasonably be regarded as tax in respect of year, nil, and 


such earnings, (ii) in any other case, the aggregate of all 


(D) the affiliate’s net earnings for the year amounts each of which is 
from dispositions of property used or held 
by it principally for the purpose of gaining 
or producing income from an active busi- 
ness carried on by it in a country not listed Cite ¢ 7 | 
in subsection (11) (other than Canada), or _ (B) the affiliate’s net loss for the year in 

BLE Ln. respect of foreign accrual property income, 
(C) the affiliate’s net loss for the year from 
dispositions of property used or held by it 
principally for the purpose of gaining or 
producing income from an active business 
carried on by it in a country not listed in 
subsection (11) (other than Canada), or 


(A) the affiliate’s net loss for the year from 
an active business carried on by it in a 
country, 
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that 


dabssction. ue 


(D) the affiliate’s net loss for the year from 
dispositions of shares of the capital stock 
of another foreign affiliate of the corpora- 
tion that were excluded property of the af- 
filiate (other than dispositions to which 
any of paragraphs 95(2)(c), (d) or (e) of 
the Act were applicable) or dispositions of 
partnership interests that were excluded 
property of the affiliate, 

but does not include any amount included in the 

affiliate’s exempt loss for the year; 


(k) “taxable surplus” and “taxable defi- 
cit” — “taxable surplus” of a foreign affiliate of 
a corporation in respect of the corporation is, at 
any particular time, the amount, if any, by which 
the aggregate of all amounts in respect of the pe- 
riod commencing with the time that is the latest 
of 


(i) the first day of the taxation year of the af- 
filiate in which it last became a foreign affili- 
ate of the corporation, 


(ii) where the corporation is an acquiring cor- 
poration referred to in subsection 5905(5) and 
the affiliate is a particular affiliate referred to 
in that subsection or another foreign affiliate 
in which such particular affiliate had an equity 
percentage at the time referred to in that sub- 
section, the last time at which that subsection 
was applicable in respect of the affiliate, and 


(iii) where the affiliate is a foreign affiliate re- 
ferred to in subsection 5905(1), (2), (8) or (9) 
or paragraph 5905(3)(b), the last time at 
which any such subsection or paragraph was 
applicable in respect of the affiliate 


and ending with the particular time each of which 
is 
(iv) the opening taxable surplus of the affiliate 
as determined under subsection 5905(1), (2), 
(3), (5), (8) or (9) at the time established in 
subparagraph (i), (11) or (iii), 
(v) the taxable earnings of the affiliate for any 
of its taxation years ending in the period, 


(vi) the portion of any dividend received in 
the period and before the particular time by 
the affiliate from another foreign affiliate of 
the corporation (including, for greater cer- 
tainty, any dividend deemed to have been re- 
ceived by the affiliate by virtue of subsection 
5905(7)) that was prescribed by paragraph 
5900(1)(b) to have been paid out of the payer 
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affiliate’s taxable surplus in respect of the 
corporation, 


(vi.1) an amount added to the affiliate’s taxa- 
ble surplus or deducted from the affiliate’s 
taxable deficit in the period and before the 
particular time by virtue of any provision of 
subsection (1.1) or (1.2), or 


(vi.2) an amount added, in the period and 
before the particular time, to the affiliate’s 
taxable surplus by virtue of paragraph 
(7.1)(€), 


exceeds the aggregate of such of the following 
amounts in respect of the period as are applica- 
ble, 


(vii) the opening taxable deficit of the affiliate 
as determined under subsection 5905(1), (2), 
(3), (5), (8) or (9), at the time established in 
subparagraph (i), (ii) or (itt), 

(viii) the taxable loss of the affiliate for any of 
its taxation years ending in the period, 


(ix) the portion of any income or profits tax 
paid to the government of a country by the af- 
filiate that may reasonably be regarded as 
having been paid in respect of that portion of 
a dividend referred to in subparagraph (vi), 


(x) the portion of any whole dividend paid by 
the affiliate in the period and before the par- 
ticular time deemed by paragraph 5901(1)(b) 
to have been paid out of the affiliate’s taxable 
surplus in respect of the corporation, 


(xi) each amount that is determined under par- 
agraph 5902(4)(b) or subparagraph 
5905(2)(a)(ii), (6)(a)(ii) or (8)(a)(i) in the pe- 
riod and before the particular time, or 

(xi.1) an amount, in the period and before the 
particular time, deducted from the affiliate’s 
taxable surplus or added to the affiliate’s taxa- 
ble deficit by virtue of any provision of sub- 
section (1.1) or (1.2), 


and the “taxable deficit” of the affiliate of the 
corporation in respect of the corporation at the 
particular time is the amount, if any, by which 


(xii) the aggregate of all amounts each of 

which is an amount determined under subpar- 

agraph (vii), (viii), (x), (x), (xi) or (xi.1) 
exceeds 


(xiii) the aggregate of all amounts each of 

which is an amount determined under subpar- 

agraph (iv), (v), (vi), (vi.1) or (vi.2); 
(1) “underlying foreign tax” — “underlying 
foreign tax” of a foreign affiliate of a corporation 
in respect of the corporation is, at any particular 
time, the amount, if any, by which the aggregate 
of all amounts in respect of the period commenc- 
ing with the time that is the latest of 


(i) the first day of the taxation year of the af- 
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filiate in which it last became a foreign affili- 
ate of the corporation, 


(ii) where the corporation is an acquiring cor- 
poration referred to in subsection 5905(5) and 
the affiliate is a particular affiliate referred to 
in that subsection or another foreign affiliate 
in which such particular affiliate had an equity 
percentage at the time referred to in that sub- 
section, the last time at which that subsection 
was applicable in respect of the affiliate, and 
(iil) where the affiliate is a foreign affiliate re- 
ferred to in subsection 5905(1), (2), (8) or (9) 
or ‘paragraph’'5905(3)(b),’ the. last“ time ‘at 
which any such subsection or paragraph was 
applicable in respect of the affiliate 


and ending with the particular time each of which 


(iv) the opening underlying foreign tax of the 
affiliate .as..determined. under subsection 
5905(1), (2), (3), (S), (8) or (9), at the time 
established in subparagraph (i), (ii) or (iii), 
(v) the portion of any income or profits tax 
paid to the government of a country by the af- 
filiate that may reasonably be regarded as 
having been paid in respect of the taxable 
earnings of the affiliate for a taxation sees 
ending in the period, 


(vi) the portion of any income or profits tax 
referred to in subparagraph (k)(ix) paid by the 
affiliate in respect of a dividend received from 
any other foreign affiliate of the corporation, 


(vii) each amount that was prescribed by para- 
graph 5900(1)(d) to have been the foreign tax 
applicable to the portion of any dividend re- 
ceived in the period and before the particular 
time by the affiliate from another foreign af- 
filiate of the corporation (including, for 
greater certainty, any dividend deemed to 
have been received by the affiliate by virtue of 
subsection 5905(7)) that was prescribed by 
paragraph 5900(1)(b) to have been paid out of 
the payer affiliate’s taxable surplus in respect 
of the corporation, or 


(vii.1) the amount by which the affiliate’s un- 
derlying foreign tax is required to be in- 
creased by virtue of any provision of subsec- 
HOW AL. Tor (1.2); 


any whole dividend paid by. the affiliate in the 

. period. and before the particular time deemed 
by paragraph 5901(1)(b) to have been paid. out 
of the affiliate’s taxable surplus in respect of 
the. corporation before that time, 


(x) each amount that is required by paragraph 
5902(4)(c) or subparagraph 5905(2)(a)(iii), 
(6)(a)(iii) or (8)(a)(iii) tobe deducted in the 
period. and before the particular time in com- 
puting the affiliate’s underlying foreign tax, or 


(xi) the amount by which the affiliate’s under- 
lying foreign tax is required to be decreased in 
the period and before the particular time by 
virtue of any provision of subsection (1.1) or 
Crys 
(m) “underlying foreign tax applicable” — 
“underlying foreign tax applicable” in respect of 
a corporation to a whole dividend paid at any 
time on the shares of any class of the capital 
stock of a foreign affiliate of the corporation by 
the affiliate is the aggregate of 


(i) the proportion. of the underlying foreign tax 
of the affiliate at that time in respect of the 
corporation that 


(A). the portion of the wiuiid dividend 
deemed to have been paid out of the affili- 
ate’s taxable surplus in respect of the 
corporation 


is of 
-(B) the affiliate’s taxable surplus at that 
time’in respect of the corporation, and 


(ii) except with respect to any. whole dividend 
referred to in section 5902, in any case where 
throughout the taxation year of the affiliate in 
which the whole dividend was paid there is no 
more than one class.of shares. of the capital 
stock of the affiliate issued, and outstanding, 
the: surplus. entitlement percentage of the cor- 
poration in respect of the affiliate is 100 per 
cent or there is not more than one shareholder 
who owns shares of the capital stock of the af- 
filiate, such additional. amount in, respect of 
the whole dividend as the corporation claims 
in its return of income under Part I of the Act 
in respect of the whole dividend, not exceed- 
ing the amount that is the lesser of 


(A) the amount by which the portion of the 


exceeds the aggregate of such of the following whole’ dividend deemed to have been paid 

amounts in respect of the period as are applica- out of the affiliate’s taxable surplus in re- 

ble, spect of the corporation exceeds. the 
(viii) the portion of any income or profits tax amount. determined under subparAgTADh 
refunded by the government of a country to (i), and 
the affiliate that may reasonably be regarded (B) the amount by which the underlying 
as having been refunded in respect of the taxa- foreign tax of the affiliate in respect of the 
ble loss of the affiliate for a taxation year end- corporation immediately before the whole 
ing in the period, dividend was paid exceeds the amount de- 
(ix) the underlying foreign tax applicable to termined under subparagraph (i); and 
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(n) “whole dividend” — “whole dividend” 
paid at any time on the shares of a class of the 
capital stock of a foreign affiliate of a taxpayer 
resident in Canada is the aggregate of all amounts 
each of which is the dividend paid at that time on 
a share of that class except that 


(i) where a dividend is paid at the same time 
on shares of more than one class of the capital 
stock of an affiliate, for the purposes only of 
section 5900, the whole dividend referred to 
in section 5901 paid at that time on the shares 
of a class of the capital stock of the affiliate 
shall be deemed to be the aggregate of all 
amounts each of which is the dividend paid at 
that time on a share of the capital stock of the 
affiliate, 


(ii) where a whole dividend is deemed by par- 
agraph 5902(1)(c) to have been paid at the 
same time on shares of more than one class of 
the capital stock of an affiliate, for the pur- 
poses only of that paragraph, the whole divi- 
dend deemed to have been paid at that time on 
the shares of a class of the capital stock of the 
affiliate shall be deemed to be the aggregate 
of all amounts each of which is a whole divi- 
dend deemed to have been paid at that time on 
the shares of a class of the capital stock of the 
affiliate, and 


(iii) where more than one whole dividend is 
deemed by paragraph 5900(2)(b) to have been 
paid at the same time on shares of a class of 
the capital stock of an affiliate, for the pur- 
poses only of paragraph 5900(1)(d) and 
paragraphs 5907(1)(1) and (m), the whole div- 
idend deemed to have been paid at that time 
on the shares of a class of the capital stock of 
the affiliate shall be deemed to be the aggre- 
gate of all amounts each of which is a whole 
dividend deemed to have been paid at that 
time on the shares of a class of the capital 
stock of the affiliate and all of any such whole 
dividend shall be deemed to have been paid 
out of the affiliate’s taxable surplus in respect 
of the corporation. 

History: Cl. 5907(1)(a)(i)(C) amended by P.C. 1996-571, s. 2, 


April 23, 1996, Canada Gazette, Part II, May 1, 1996, applicable to 
taxation years that end after February 21, 1994. 


Subpara. 5907(1)(d)(vi.1) substituted, applicable in respect of 1976 
et seq., Subparas. (1)(d)(vii.2) and (1)(k)(vi.2) added and (1)(d)(xiv) 
and (1)(k)(xiii) substituted, applicable for purposes of making com- 
putations under Part LIX after March 15, 1989; subparas. 
(1)(d)(xii.1) and (1)(k)(xi.1) substituted, effective from November 
13, 1981; that portion of subpara. (1)(m)(1i) preceding cl. (A) substi- 
tuted, applicable (by subsec. 5(6) as amended by P.C. 1994-1129, 
July 4, 1994, Canada Gazette, Part Il, July 27, 1994, applicable af- 
ter March 15, 1989) in respect of whole dividends paid after 1987; 
by P.C. 1989-321, subsecs. 3(1) to (8), March 2, 1989, Canada Ga- 
zette, Part II, March 15, 1989. 


Cl. 5907(1)(b)(i)(B) substituted, cl. 5907(1)(b)(i)(C) added, applica- 
ble in respect of capital gains from dispositions of property made 
after November 12, 1981; cl. 5907(1)(c)(i)(B) substituted, cl. 
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5907(1)(c)(i)(C) added, applicable in respect of capital losses from 
dispositions of property made after November 12, 1981; subparas. 
5907(1)(d)(ii), (111), (iv), (vi), (vill), para. 5907(1)(g), all that portion 
of para. 5907(1)(d) following subpara. (xi) substituted and subparas. 
5907(1)(d)(vii.1), (f)(iii), (A(iv) added, applicable commencing No- 
vember 13, 1981; cls. 5907(1)(i)(ii)(D), (E), and (j)(ii)(C), (D) ad- 
ded, applicable in respect of dispositions made after November 12, 
1981; cl. 5907(1)(G)(@i)(B), subparas. 5907(1)(k)(ii), (iii), (iv), (vi), 
(vii), 5907(1)()Gi), (ili), (iv), (vii), (x), all that portion of para. 
5907(1)(k) following subpara. (x), all that portion of subpara. 
5907(1)(m)(i1) preceding cl. (A) substituted and subparas. 
5907(1)()(vi.1), 5907(1)()(vii.1), (xi) added applicable commenc- 
ing November 13, 1981] by P.C. 1985-467, subsecs. 4(1)—(22), Feb- 
ruary 14, 1985, Canada Gazette, Part Ul, March 6, 1985. 


Subparas. 5907(1)(d)(vi.1) added, 5907(1)(d)(x), (xiv) substituted 
by P.C. 1980-503, subsecs. 5(1)-+(3), February 8, 1980, Canada Ga- 
zette, Part II, February 27, 1980, effective in respect of 1976 et seq. 


(1.1) For the purposes of this Part, where, pursuant 
to the income tax law of a country other than Can- 
ada, a group of two or more foreign affiliates (in this 
subsection referred to as the “consolidated group’) 
of a corporation resident in Canada that are resident 
in that country determine their liabilities for income 
or profits tax payable to the government of that 
country for a taxation year on a consolidated or com- 
bined basis and one of the affiliates (in this subsec- 
tion referred to as the “primary affiliate’) is respon- 
sible for paying, or claiming a refund of, such tax on 
behalf of itself and the other members of the consoli- 
dated group (hereinafter referred to as the “secon- 
dary affiliates’), the following rules apply: 


(a) in respect of the primary affiliate, 


(i) any such income or profits tax paid by the 
primary affiliate for the year shall be deemed 
not to have been paid and any refund to the 
primary affiliate of income or profits tax oth- 
erwise payable by it for the year shall be 
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deemed not to have been made, 


(ii) any such income or profits tax that would 
have been payable by the primary affiliate for 
the year if the primary affiliate had no other 
taxation year and had not been a member of 
the consolidated group shall be deemed to 
have been paid for the year, 


(11) to the extent that 


(A) the income or profits tax that would 
otherwise have been payable by the pri- 
mary affiliate for the year on behalf of the 
consolidated group is reduced by virtue of 
any loss of the primary affiliate for the 
year or any previous taxation year, or 


(B) the primary affiliate receives, in re- 
spect of a loss of the primary affiliate for 
the year or a subsequent taxation year, a 
refund of income or profits tax otherwise 
payable for the year by the primary affili- 
-ate on behalf of the consolidated group, 


the amount of such reduction or refund, as the 
case may be, shall be deemed to have been re- 
ceived by the primary affiliate as a refund for 
the year of the loss of income or profits tax in 
respect of the loss, 


(iv) any such income or profits tax that would 
have been payable by a secondary affiliate for 
the year if the secondary affiliate had no other 
taxation year and had not been a member of 
the consolidated group shall at the end of the 
year, 


(A) to the extent that such income or prof- 
its tax would otherwise have reduced the 
net earnings included in the exempt earn- 
ings of the secondary affiliate, be deducted 
from. the exempt surplus or added to the 
exempt deficit, as the case may be, of the 
primary affiliate, and 


(B) to the extent that such income or prof- 
its tax would otherwise have reduced the 
net earnings included in the taxable earn- 
-ings of the secondary affiliate, 


(1) be deducted from the taxable surplus 
or added to the taxable deficit, as the 
case may be, of the primary affiliate, 
and 


(II) be added to the underlying foreign 
tax of the primary affiliate, 


(v) to the extent that 


(A) the income or profits tax that would 
otherwise have been payable by the pri- 
mary affiliate for the year on behalf of the 
consolidated group is reduced by virtue of 
a loss of a secondary affiliate for the year 
or a previous taxation year, or 


(B) the primary affiliate receives, in re- 
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spect of a loss of a secondary affiliate for 
the year or a subsequent taxation year, a 
refund of income or profits tax otherwise 
payable for the year by the primary affili- 
ate on behalf of the consolidated group, 


the amount of such reduction or refund; as the 
case may be, shall at the end of the year of the 
loss, 


(C) where such loss reduces the exempt 
surplus or increases the exempt deficit, as 
the case may be, of the secondary affiliate, 
be added to the exempt surplus or de- 
ducted from the exempt deficit, as the case 
may be, of the primary affiliate, and 


(D) where such loss reduces the taxable 
surplus or increases the taxable deficit, as 
the case may be, of the secondary affiliate, 


(I) be added to the taxable surplus or 
deducted from the taxable deficit, as 
the case may be, of the primary affili- 
ate, and 


(II) be deducted from the underlying 
foreign tax of the primary affiliate; and 


(b) where by virtue of the primary affiliate being 
responsible for paying, or claiming a refund of, 
income or profits tax for the year on behalf of the 
consolidated group, 


(i)-an amount is paid to the primary affiliate 
by a secondary affiliate in respect of the in- 
come or profits tax that would have been pay- 
able by the secondary affiliate for the year had 
it not been a member of the group, 


(A) in respect of the secondary affiliate, 
the amount so paid shall be deemed to be a 
payment of such income or profits tax for 
the year, and 


(B) in respect of the primary affiliate, 


(1) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount included in the ex- 
empt surplus or deducted from the ex- 
empt deficit, as the case may be, of the 
secondary affiliate shall at the end of 
the year be added to the exempt surplus 
or deducted from the exempt deficit, as 
the case may be, of the primary affili- 
ate, and 


(II) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount included in the taxa- 
ble surplus or deducted from the taxa- 
ble deficit, as the case may be, of the 
secondary affiliate shall at the end of 
the year be added to the taxable surplus 
or deducted from the taxable deficit, as 
the case may be, of the primary affiliate 
and be deducted from the underlying 
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foreign tax of the primary affiliate, or 
(ii) an amount is paid by the primary affiliate 
to a secondary affiliate in respect of a reduc- 
tion or refund by virtue of a loss of the secon- 
dary affiliate for a taxation year of the income 
or profits tax that would otherwise have been 
payable by the primary affiliate for the year 
on behalf of the consolidated group, 


(A) in respect of the primary affiliate, 


(I) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount deducted from the ex- 
empt surplus or included in the exempt 
deficit, as the case may be, of the sec- 
ondary affiliate shall at the end of the 
year of the loss be deducted from the 
exempt surplus or added to the exempt 
deficit, as the case may be, of the pri- 
mary affiliate, and 


(II) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount deducted from the 
taxable surplus or included in the taxa- 
ble deficit, as the case may be, of the 
secondary affiliate shall at the end of 
the year of the loss be deducted from 
the taxable surplus or added to the taxa- 
ble deficit, as the case may be, of the 
primary affiliate and be added to the 
underlying foreign tax of the primary 
affiliate, and 


(B) in respect of the secondary affiliate, 
the amount shall be deemed to be a refund 
to the secondary affiliate for the year of the 
loss of income or profits tax in respect of 
the loss, 


and, for the purposes of this paragraph, any 
amount paid by a particular secondary affiliate to 
another secondary affiliate in respect of any in- 
come or profits tax that would have been payable 
by the particular secondary affiliate for the year 
had it not been a member of the consolidated 
group shall be deemed to have been paid in re- 
spect of such tax by the particular secondary af- 
filiate to the primary affiliate and to have been 
paid in respect of such tax by the primary affiliate 
to the other secondary affiliate. 

History: Subsec. 5907(1.1) added by P.C. 1985-467, subsec. 4(23), 


February 14, 1985, Canada Gazette, Part Il, March 6, 1985, appli- 
cable to the 1982 and subsequent taxation years of foreign affiliates. 


(1.2) For the purposes of this Part, where, pursuant 
to the income tax law of a country other than Can- 
ada, a corporation resident in that country that is a 
foreign affiliate of a corporation resident in Canada 
(in this subsection referred to as the “taxpaying affil- 
iate”’) deducts, in computing its income or profits tax 
payable for a taxation year to a government of that 
country, a loss of another corporation resident in that 
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country that is a foreign affiliate of the corporation 
resident in Canada (in this subsection referred to as 
the “loss affiliate”), the following rules apply: 


(a) any such income or profits tax paid by the tax- 
paying affiliate for the year shall be deemed not 
to have been paid; 


(b) any such income or profits tax that would 
have been payable by the taxpaying affiliate for 
the year if the taxpaying affiliate had not been al- 
lowed to deduct such loss shall be deemed to 
have been paid for the year; 


(c) to the extent that the income or profits tax that 
would otherwise have been payable by the tax- 
paying affiliate for the year. is reduced by virtue 
of such loss, the amount of such reduction shall at 
the end of the year, 


(i) where such loss reduces the exempt surplus 
or increases the exempt deficit, as the case 
may be, of the loss affiliate, be added to the 
exempt surplus or deducted from the exempt 
deficit, as the case may be, of the taxpaying 
affiliate, and 


(ii) where such loss reduces the taxable sur- 
plus or increases the taxable deficit, as the 
case may be, of the loss affiliate, 


(A) be added to the taxable surplus or de- 
ducted from the taxable deficit, as the case 
may be, of the taxpaying affiliate, and 


(B) be deducted from the underlying for- 
eign tax of the taxpaying affiliate; and 


(d) where an amount is paid by the taxpaying af- 
filiate to the loss affiliate in respect of the reduc- 
tion, by virtue of such loss, of the income or prof- 
its tax that would otherwise have been payable by 
the taxpaying affiliate for the year, 


(i) in respect of the taxpaying affiliate, 


(A) such portion of the amount as may rea- 
sonably be regarded as relating to an 
amount deducted from the exempt surplus 
or included in the exempt deficit, as the 
case may be, of the loss affiliate shall at 
the end of the year be deducted from the 
exempt surplus or added to the exempt 
deficit, as the case may be, of the taxpay- 
ing affiliate, and 

(B) such portion of the amount as may rea- 
sonably be regarded as relating to an 
amount deducted from the taxable surplus 
or included in the taxable deficit, as the 
case may be, of the loss affiliate shall at 
the end of the year be deducted from the 
taxable surplus or added to the taxable def- 
icit, as the case may be, of the taxpaying 
affiliate and be: added to the underlying 
foreign tax of the taxpaying affiliate, and 


(11) in respect of the loss affiliate, the amount 
shall be deemed to be a refund to the loss af- 
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filiate of income or profits tax in respect of 
the loss for the taxation year of the loss. 


History: Subsec. 5907(1.2) added by P.C. 1985-467, subsec. 4(23), 
February 14, 1985, Canada Gazette, Part II, March 6, 1985, appli- 
cable to the 1982 and subsequent taxation years of foreign affiliates. 


(1.3) For the purposes of subparagraph 95(1)(c)(ii) 
[95(1)“foreign accrual tax’’(b)] of the Act, 


(a) where, pursuant to the income tax law of the 
country in which a particular foreign affiliate is 
resident, the particular affiliate and one or more 
other corporations, each of which is resident in 
that country, determine their liabilities for income 
or profits tax payable to the government of that 
country for a taxation year on a consolidated or 
combined basis, any amount paid by the particu- 
lar affiliate to any of the other corporations to the 
extent that it may reasonably be regarded as be- 
ing in respect of income or profits tax that would 
otherwise have been payable by the particular af- 
filiate in respect of a particular amount included 
in computing the taxpayer’s income by virtue of 
subsection 91(1) of the Act for a taxation year in 
respect of the particular affiliate, had the tax lia- 
bility of the particular affiliate and the other cor- 
porations not been determined on a consolidated 
or combined basis, is hereby prescribed to be for- 
eign accrual tax applicable to the particular 
amount; and 


(b) where, pursuant to the income tax law of the 
country in which a particular foreign affiliate of a 
taxpayer is resident, the particular affiliate, in 
computing its income or profits subject to tax in 
that country for a taxation year, deducts an 
amount in respect of a loss of another corporation 
resident in that country, any amount paid by the 
particular affiliate to the other corporation to the 
extent that it may reasonably be regarded as be- 
ing in respect of income or profits tax that would 
otherwise have been payable by the particular af- 
filiate in respect of a particular amount included 
in computing the taxpayer’s income by virtue of 
subsection 91(1) of the Act for a taxation year in 
respect of the particular affiliate, had the tax lia- 
bility of the particular affiliate been determined 
without deducting the loss of the other corpora- 
tion, is hereby prescribed to be foreign accrual 
tax applicable to the particular amount. 


History: Subsec. 5907(1.3) added by P.C. 1985-467, subsec. 4(23), 
February 14, 1985, Canada Gazette, Part II, March 6, 1985, appli- 
cable to the 1982 and subsequent taxation years of foreign affiliates. 


(2) In computing the earnings of a foreign affiliate of 
a taxpayer resident in Canada for a taxation year of 
the affiliate from an active business carried on by it 
in a country, there shall be added to the amount 
thereof determined under clause (1)(a)(i)(A) or (B) 
(in this subsection referred to as the “earnings 
amount’) such portion of the following amounts as 
were deducted or were not included, as the case may 
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be, in computing the earnings amount, 


(a) any income or profits tax paid to the govern- 
ment of a country by the affiliate so deducted, 


(b) if established by the taxpayer, the amount by 
which any amount so deducted in respect of an 
expenditure made by the affiliate exceeds the 
amount, if any, by which 


(i) the amount of the expenditure 
exceeds 


(ii) the aggregate of all other deductions in re- 
spect of that expenditure made by the affiliate 
in computing the earnings amounts for pre- 
ceding taxation years, 


(c) any loss of the affiliate referred to in subpara- 
graph 95(1)(b)(iii) [95(1)“foreign accrual prop- 
erty income’’D] of the Act so deducted, 


(d) any capital loss of the affiliate in respect of 
the disposition of capital property so deducted 
(for greater certainty, capital property of the affil- 
iate for the purposes of this paragraph includes all 
the property of the affiliate other than property 
referred to in subparagraph 39(1)(b)(i) or (ii) of 
the Act on the assumption for this purpose that 
the affiliate is a corporation resident in Canada), 


(e) any loss of the affiliate for a preceding or a 
subsequent taxation year so deducted, 


(f) any revenue, income or profit (other than an 
amount referred to in paragraph (f:1), (h) or (i)) 
of the affiliate derived in the year from such busi- 
ness carried on in that country to the extent that 
such revenue, income or profit 


(i) is not otherwise required to be. included in 
computing the earnings amount of the affiliate 
for any taxation year by the income tax law 
that is relevant in computing that amount, and 


(ii) does not arise with respect to a disposition 
(other than a disposition to which subsection 
(9) applies) by the affiliate of property to an- 
other foreign affiliate of the taxpayer or to a 
person with whom the taxpayer does not deal 
at arm’s length, to which a tax deferral, rol- 
lover or similar tax postponement provision of 
the income tax law that is relevant in comput- 
ing the earnings amount of the affiliate ap- 
plied, and 


(f.1) any assistance from a government, munici- 
pality or other public authority (other than any 
such assistance that reduced the amount of an ex- 
penditure for purposes of computing the earnings 
amount for any taxation year) that the affiliate re- 
ceived or became entitled to receive in the year in 
connection with such business carried on in that 
country that is not. otherwise required to be in- 
cluded in computing the earnings amount for the 
year or for any other taxation year, 


and there shall be deducted such portion of the fol- 
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lowing amounts as were included or were not de- 
ducted, as the case may be, in computing the earn- 
ings amount, 


(g) any income or profits tax refunded by the 
government of a country to the affiliate so 
included; 


(h) any capital gain of the affiliate in respect of 
the disposition of capital property so included 
(for greater certainty, capital property of the affil- 
iate for the purposes of this paragraph includes all 
the property of the affiliate other than property 
referred to in any of subparagraphs 39(1)(a)(i) to 
(iv) of the Act on the assumption for this purpose 
that the affiliate is a corporation resident in 
Canada); 


(i) any amount that is included in the foreign ac- 
crual property income of the affiliate so included; 


(j) any loss, outlay or expense made or incurred 
in the year by the affiliate for the purpose of gain- 
ing or producing such earnings amount to the ex- 
tent that 


(1) such loss, outlay or expense is not other- 
wise permitted to be deducted in computing 
the earnings amount of the affiliate for any 
taxation year by the income tax law that is rel- 
evant in computing that amount, or 


(11) such outlay or expense can reasonably be 
regarded as applicable to any revenue added 
to the earnings amount of the affiliate under 
paragraph (f), 

where such loss, outlay or expense 


(iii) does not arise with respect to a disposi- 
tion (other than a disposition to which subsec- 
tion (9) applies) by the affiliate of property to 
another foreign affiliate of the taxpayer or to a 
person with whom the taxpayer does not deal 
at arm’s length, to which a loss deferral or 
similar loss postponement provision of the in- 
come tax law that is relevant in computing the 
earnings amount of the affiliate applied, and 


(iv) is not 
(A) a loss referred to in paragraph (c) or 
(d), , 
(B) a capital expenditure other than inter- 
est, or 


(C) income or profits tax paid to the gov- 
ernment of a country; 


(k) any outlay made in the year in repayment of 
an amount referred to in paragraph (f.1); and 


(1) where any property of the affiliate acquired 
from another foreign affiliate of the taxpayer or 
from any foreign affiliate of a person resident in 
Canada with whom the taxpayer does not deal at 
arm’s length has been disposed of, such amount 
in respect of that property as may reasonably be 
considered as having been included by virtue of 
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paragraph (f) in computing the earnings amount 
of any foreign affiliate of the taxpayer or of a per- 
son resident in Canada with whom the taxpayer 
does not deal at arm’s length. 
History: Para. 5907(2)(h) substituted’ by P.C. 1989-321, subsec. 
3(9), March 2, 1989, Canada Gazette, Part Il, March 15, 1989, ap- 
plicable in respect of taxation years commencing after 1984. 


Paras. 5907(2)(f) and (j) substituted, para. 5907(2)(1) added by P.C. 
1985-467, subsecs. 4(24)-(26), February 14, 1985, Canada Gazette, 
Part II, March 6, 1985, applicable to 1976 et seq. 


Paras. 5907(2)(f.1), (k) added, 5907(2)(f), (j) substituted by P.C. 
1980-503, subsecs. 5(4), (5), February 8, 1980, Canada. Gazette, 
Part II, February 27, 1980, effective in respect of 1976 et seq. 


(2.1) In computing the earnings of a foreign affiliate 
of a corporation resident in Canada for a taxation 
year of the affiliate from an active business carried 
on by it in Canada or in a country listed in subsec- 
tion (11), where the affiliate is resident in a country 
listed in subsection (11) and the corporation, to- 
gether with all other corporations resident in Canada 
with which the corporation does not deal at arm’s 
length and in respect of which the affiliate is a for- 
eign affiliate, have so elected in respect of the busi- 
ness for the taxation year or any preceding taxation 
year of the affiliate, the following rules apply: 
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(a) there shall be added to the amount determined 
under clause (1)(a)(i)(A) after adjustment in ac- 
cordance with the provisions of subsection (2) (in 
this subsection and in subsection (2.2) referred to 
as the “adjusted earnings amount’’) the aggregate 
of all amounts each of which is the amount, if 
any, by which — 


(i) the amount that may reasonably be re- 
garded as having been deducted in respect of 
the cost of a capital property or foreign re- 
source property (within the meaning assigned 
by paragraph 66(15)(f) [66(15)“foreign re- 
source property’’] of the Act) of the affiliate in 
computing the adjusted earnings amount 


exceeds 


(ii) the amount that may reasonably be re- 
garded as having been deducted in respect of 
the cost of that capital property or foreign re- 
source property in computing income or profit 
of the affiliate for the year from that business 
in its financial statements prepared in accor- 
dance with the laws of the country in which 
the affiliate is resident; 


(b) there shall be deducted from the adjusted 
earings amount the aggregate of all amounts 
each of which is the amount, if any, by which 


(i) the amount determined under subparagraph 
(a)(ii) in respect of that capital property or for- 
eign resource property 


exceeds 


(ii) the amount determined under subpara- 
graph (a)(i) in respect of that capital property 
or foreign resource property; 


(c) where any capital property or foreign resource 
property (within the meaning assigned by para- 
graph 66(15)(f) [66(15)“foreign resource prop- 
erty’’] of the Act) of the affiliate has been dis- 
posed of in the taxation year, 


(i) there shall be added to the adjusted earn- 
ings amount the aggregate of the amounts de- 
ducted pursuant to paragraphs (b) and (2.2)(b) 
for preceding taxation years of the affiliate in 
respect of that capital property or foreign re- 
source property, and 


(ii) there shall be deducted from the adjusted 
earnings amount the aggregate of the amounts 
added pursuant to paragraphs (a) and (2.2)(a) 
for the preceding taxation years of the affiliate 
in respect of that capital property or foreign 
resource property; and 


(d) for the purposes of paragraph (c), where the 
affiliate has merged with one or more corpora- 
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tions to form a new corporation, any capital prop- 
erty or foreign resource property (within the 
-meaning assigned by. paragraph 66(15)(f) 
[66(15)“foreign resource property] of the Act) 
of the affiliate that becomes a property of the new 
corporation shall be deemed to haye been dis- 
posed of by the affiliate in its last taxation year 
before the merger. 
Related Provisions: ITA 220(3.2), Reg. 600(d) — Late filing of 
election or revocation. 


History: Paras. 5907(2.1)(a) to (d) substituted by P.C. 1985-467, 
subsec. 4(27), February 14, 1985, Canada Gazette, Part I, March 6, 
1985, applicable in respect of elections made after 1983. 


Subsec. 5907(2.1) added by P.C. 1978-3599, s. 2, November 30, 
1978, Canada Gazette, Part I], December 13, 1978, effective for 
1978 et seq. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(2.2) Where the taxation year of a foreign affiliate of 
a particular corporation resident in Canada for which 
the particular corporation has made an election under 
subsection (2.1) in respect of an active business car- 
ried on by the affiliate is not the first taxation year of 
the affiliate in which it carried on the business and in 
which it was a foreign affiliate of the particular cor- 
poration or of another corporation resident in Canada 
with which the particular corporation was not deal- 
ing at arm’s length at any time (hereinafter referred 
to as the “non-arm’s length corporation’), in com- 
puting the earnings of the affiliate from the business 
for the taxation year for which the election is made, 
the following rules, in addition to those set out in 
subsection (2.1), apply: 


(a) there shall be added to the adjusted earnings 
amount the aggregate of all amounts each of 
which is an amount that would have been deter- 
mined under paragraph (2.1)(a) or subparagraph 
(2.1)(C)(i) 
(i) for any preceding taxation year of the affil- 
iate in which it was a foreign affiliate of the 
particular corporation if the particular corpo- 
ration had made an election under subsection 
(2.1) for the first taxation year of the affiliate 
in which it was a foreign affiliate of the par- 
ticular corporation and carried on the busi- 
ness, and 


(ii) for any preceding taxation year of the af* 
filiate (other than a taxation year referred to in 
subparagraph (i)) in which it was a foreign af* 
filiate of the non-arm’s length corporation if 
the non-arm’s length corporation had made an 
election under subsection (2.1) for the first 
taxation year of the affiliate in which it was a 
foreign affiliate of the non-arm’s length cor- 
poration and carried on the business; and 
(b) there shall be deducted from the adjusted 
earnings amount the aggregate of all amounts 
each of which is an amount that would have been 
determined under paragraph (2.1)(b) or subpara- 
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graph (2.1)(c)(ii) 

(i) for any preceding taxation year of the affil- 
iate in which it was a foreign affiliate of the 
particular corporation if the particular corpo- 
ration had made an election under subsection 
(2.1) for the first taxation year of the affiliate 
in which it was a foreign affiliate of the par- 
ticular corporation and carried on the busi- 
ness, and 


(ii) for any preceding taxation year of the af- 
filiate (other than a taxation year referred to in 
subparagraph (1)) in which it was a foreign af- 
filiate of the non-arm’s length corporation if 
the non-arm’s length corporation had made an 
election under subsection (2.1) for the first 
taxation year of the affiliate in which it was.a 
foreign affiliate of the non-arm’s length cor- 
poration and carried on the business. 

History: Subsec. 5907(2.2) substituted by P.C. 1985-467, subsec. 


4(28), February 14, 1985, Canada Gazette, Part II, March 6, 1985, 
applicable in respect of elections made after November 4, 1982. 


Subsec. 5907(2.2) added by P.C. 1978-3599, s. 2, November 30, 
1978, Canada Gazette, Part Il, December 13, 1978, effective for 
1978 et seq. 


(2.3) For the purposes of this subsection and subsec- 
tions (2.1) and (2.2), where an election under subsec- 
tion (2.1) has been made by a corporation resident in 
Canada (in this subsection and in subsection (2.4) re- 
ferred to as the “electing corporation’’) in respect of 
an active business of a foreign affiliate of the elect- 
ing corporation and the affiliate subsequently be- 
comes a foreign affiliate of another corporation resi- 
dent in Canada (in this subsection and in subsections 
(2.4) and (2.5) referred to as the “subsequent corpo- 
ration”) that does not deal at arm’s length with the 
electing corporation, in computing the earnings of 
the affiliate from such business in respect of the sub- 
sequent corporation for any taxation year of the affil- 
iate ending after the affiliate so became a foreign af- 
filiate of the subsequent corporation, the subsequent 
corporation shall be deemed to have made an elec- 
tion under subsection (2.1) in respect of the business 
of the affiliate for the first such taxation year and for 
the purposes of paragraph (2.1)(c), the earnings of 
the affiliate for all of the preceding taxation years 
shall be deemed to have been adjusted in accordance 
with subsections (2.1) and (2.2) in the same manner 
as if the subsequent corporation had been the elect- 
ing corporation. 


(2.4) For the purposes of subsection (2.3) 


(a) a corporation formed as a result of a merger, 
to which section 87 of the Act applies, of the 
electing corporation and one or more other corpo- 
rations, or 


(b) a corporation that has acquired shares of the 
capital stock of a foreign affiliate, in respect of 
which an election under subsection (2.1) has been 
made, from the electing corporation in a transac- 
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tion in respect of which an election under section 
85 of the Act was made 


shall be deemed to be a subsequent corporation that 
does not deal at arm’s length with the electing 
corporation. 


(2.5) The adjustments set out in subsections (2.1) 
and (2.2) are only relevant in determining the earn- 
ings of a foreign affiliate for a taxation year from an 
active business carried on by it in a country, relative 
to a corporation that has elected under subsection 
(2.1) in respect of the business, or a subsequent cor- 
poration, and with regard to any such corporation 
subparagraph (D(a) shall be read as if the refer- 
ence therein to “subsection (2)” were a reference to 
“subsections (2), (2.1) and (2.2)”. 


(2.6) A corporation resident in Canada, and all other 
corporations resident in Canada with which the cor- 
poration does not deal at arm’s length, shall each be 
considered to have elected under subsection (2.1) in 
respect of an active business carried on by a non-res- 
ident corporation that is a foreign affiliate of each 
such corporation for a taxation year if there is filed 
with the Minister on or before the day that is the 
later of 


(a) June 30, 1986, and 


(b) the earliest of the days on or before which any 
one of the said corporations is required to file a 
return of income pursuant to section 150 of the 
Act for its taxation year following the taxation 
year in which the taxation year of the affiliate in 
respect of which the election is made ends, 


the following information: 


(c) a description of the active business sufficient 
to identify the business, and 


(d) a statement on behalf of each such corpora- 
tion, signed by an authorized official of the cor- 
poration on behalf of which the statement is 
made, that the corporation is electing under sub- 
section (2.1) in respect of the business. 


History: Subsec. 5907(2.6) substituted by P.C. 1989-321, subsec. 
3(10), applicable in respect of elections made under subsec. 
5907(2.1) for 1982 et seq. 


Subsecs. 5907(2.3)-(2.6) added by P.C. 1978-3599, s. 2, November 
30, 1978, Canada Gazette, Part Il, December 13, 1978, effective for 
1978 et seq. 
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(3) For the purposes of this Part, any corporation that 
was, on January 1, 1972, a foreign affiliate of a tax- 
payer shall be deemed to have become a foreign af- 
filiate of the taxpayer on that day. 


(4) For the purposes of this Part,.“‘government.of.a 
country” includes the government,of a state, prov- 
ince or other political subdivision of that country. 


(5) For the purposes of this section, each capital gain 
and each capital loss of a foreign ‘affiliate of a tax- 
payer from the disposition of property shall be com- 
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puted in accordance with the rules set out in subsec- 
tion 95(2) of the Act and, for the purposes of 
subsection (6), where any such gain or loss is re- 
quired to be computed in Canadian currency, the 
amount of such gain or loss shall be converted from 
Canadian currency into the currency referred to in 
subsection (6) at the rate of exchange prevailing on 
the date of disposition of the property. 

History: Subsec. 5907(5) substituted by P.C. 1985-467, subsec. 
4(29), February 14, 1985, Canada Gazette, Part Il, March 6, 1985, 
applicable in respect of dispositions made after November 12, 1981. 


(5.1) Notwithstanding subsection (5) and except as 
provided in subsection (9), where, under the income 
tax law of a country other than Canada that is rele- 
vant in computing the earnings of a foreign affiliate 
of a taxpayer resident in Canada from an active busi- 
ness carried on by it in a country, no gain or loss is 
recognized in respect of a disposition by the affiliate 
of a capital property used or held principally for the 
purpose of gaining or producing income from an ac- 
tive business to a person (in this subsection referred 
to as the “transferee”’) that is another foreign affiliate 
of the taxpayer or that is a foreign affiliate of another 
person with whom the taxpayer does not deal at 
arm’s length, for the purposes of this section, 


(a) the affiliate’s proceeds of disposition of the 
property shall be deemed to be an amount equal 
to the aggregate of the adjusted cost base to the 
affiliate of the property immediately before the 
disposition and any outlays and expenses to the 
extent they were made or incurred by the affiliate 
for the purpose of making the disposition; 


(b) the cost to the transferee of the property ac- 
quired from the affiliate shall be deemed to be an 
amount equal to the affiliate’s proceeds of dispo- 
sition, as determined under paragraph (a);.and 


(c) the transferee shall be deemed to have ac- 
quired ‘the property on the date that it was ac- 
quired by the affiliate. 

History: Subsec. 5907(5.1) substituted by P.C. 1985-467, subsec. 


4(30), February 14, 1985, Canada Gazette, Part II, March 6, 1985, 
applicable to 1976 et seq. 


Subsec. 5907(5.1) added by P.C. 1980-503, subsec. 5(6), February 
8, 1980, Canada Gazette, Part II, February 27, 1980, effective in 
respect of 1976 ef seq. 


(6) All amounts referred to in subsections (1) and (2) 
shall be maintained on a consistent basis from year 
to year in the currency of the country in which the 
foreign affiliate of the corporation resident in Can- 
ada is itself resident or such currency, other than Ca- 
nadian currency, as is reasonable in the 
circumstances. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(7) For the purposes of this Part, the amount of any 
stock dividend paid by a foreign affiliate of a corpo- 
ration resident in Canada on a share of a class of its 
capital stock shall be deemed to be nil. 
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(7.1) Where, at any time in a taxation year of a cor- 
poration resident in Canada, a foreign affiliate of the 
corporation (in this subsection referred to as the 
“payor affiliate”) pays a dividend on the shares of 
any class of its capital stock to the corporation (in 
this subsection referred to as the “particular divi- 
dend”’) and as a result of the payment the corporation 
is entitled to a tax credit from the government of the 
country in which the payor affiliate is resident, 


(a) if the particular dividend was paid on or after 
the day on which this subsection comes into 
force, or 


(b) if the particular dividend was paid before the 
day on which this subsection comes into force 
and in a taxation year commencing after 1978 
and the corporation elects in respect of the tax 
credit in its return of income for the 1985, 1986, 
1987, 1988 or 1989 taxation year required to be 
filed pursuant to subsection 150(1) of the Act, 


for the purpose of this Part, the following rules ap- 
ply: 
(c) the tax credit shall be deemed to be a dividend 
paid at that time by the payor affiliate on the 
shares of that class of its capital stock to the 
corporation, 


(d) immediately before that time there shall be 
added to the exempt surplus of the payor affiliate 
an amount equal to the proportion of the tax 
credit that 
(i) the portion of the particular dividend that 
would, were the corporation not entitled to the 
tax credit, be deemed by subsection 5900(1) 
to have been paid out of the payor affiliate’s 
exempt surplus in respect of the corporation 
is of 
(i) the particular dividend, 

-(e) immediately before that time, there shall be 
added to the taxable surplus of the payor affiliate 
an amount equal to the proportion of the tax 
credit that 

(i) the portion of the particular dividend that 
would, were the corporation not entitled to the 
tax credit, be deemed by subsection 5900(1) 
to have been paid out of the payor affiliate’s 
taxable surplus in respect of the corporation 
is of 
(ii) the particular dividend, and 
(f) the foreign tax applicable to the aggregate of 
(i) the portion of the particular dividend deter- 
mined under subparagraph (e)(i), and 
(ii) the portion of any amount deemed to be a 
dividend by virtue of paragraph (c) that is 
deemed by subsection 5900(1) to have been 
paid out of the payor affiliate’s taxable sur- 
plus in respect of the corporation 


shall, notwithstanding paragraph 5900(1)(d), be 
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equal to the amount determined under paragraph 
5900(1)(d) in respect of the amount referred to in 
paragraph (i), less the amount determined under 
paragraph (e). 
History: Subsec. 5907(7.1) added by P.C. 1989-321, subsec. 3(11), 
March 2, 1989, Canada Gazette, Part II, March 15, 1989, applicable 
for purposes of making computations under Part LIX after March 
15, 1989 and, where the taxpayer so elects in accordance with para. 
5907(7.1)(b), with respect to computations under Part LIX at any 
time commencing after the time immediately prior to the receipt of 
the tax credit specified in the election. 


(8) For the purposes of computing the various 
amounts referred to in this section, the first taxation 
year of a foreign affiliate formed as a result of a 
merger in the manner described in subsection 
5905(3) shall be deemed to have commenced at the 
time of the merger, and a taxation year of a prede- 
cessor corporation (within the meaning assigned by 
subsection 5905(3)) that would otherwise have en- 
ded after the merger shall be deemed to have ended 
immediately before the merger. 


(9) Where a foreign affiliate of a taxpayer resident in 
Canada has been dissolved and paragraph 95(2)(e.1) 
of the Act does not apply, for the purpose of comput- 
ing the various amounts referred to in this section, 
the following rules apply: 


(a) where, at a particular time in the course of the 
dissolution, all or substantially all of the property 
owned by the affiliate immediately before that 
time was distributed to the shareholders of the af- 
filiate, the taxation year of the affiliate that other- 
wise would have included the particular time 
shall be deemed to have ended immediately 
before the particular time; 


(b) except as provided in paragraph 88(3)(a) and 
subparagraph 95(2)(e)(i) of the Act, 


(i) each property of the affiliate that was dis- 
tributed to the shareholders in the course of 
the dissolution shall be deemed to have been 
disposed of immediately before the end of the 
affiliate’s taxation year deemed to have ended 
by paragraph (a) for proceeds of disposition 
equal to the fair market value thereof immedi- 
ately before the particular time, and 


(ii) each property of the affiliate that was oth- 
erwise disposed of in the course of the disso- 
lution shall be deemed to have been disposed 
of by the affiliate for proceeds of disposition 
equal to the fair market value thereof at the 
time of disposition; and 


(c) except as provided in subparagraph 95(2)(e)(i) 
of the Act, each property of the dissolved affiliate 
that was disposed of or distributed in the course 
of the dissolution to another foreign affiliate of 
the taxpayer resident in Canada shall be deemed 
to have been acquired by that other foreign affili- 
ate at a cost equal to the proceeds of disposition 
of that property to the dissolved affiliate, as de- 
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termined in paragraph (b). 
History: Subsec. 5907(9) substituted by P.C. 1985-467, subsec. 


4(31), February 14, 1985, Canada Gazette, Part Il, March 6, 1985, 
applicable to 1976 et seq. 


Subsec. 5907(9) substituted by P.C. 1980-503, subsec. 5(7), Febru- 
ary 8, 1980, Canada Gazette, Part II, February 27, 1980, effective in 
respect of 1976 et seq. 


(10) Where 


(a) the net earnings or net loss for a taxation year 
of a foreign affiliate of a corporation resident in 
Canada from an active business carried on in a 
country other than Canada would otherwise be 
included in the affiliate’s taxable earnings or tax- 
able loss, as the case may be, for the year, 


(b) the rate of the income or profits tax to which 
any earnings of that active business of the affili- 
ate are subjected by the government of that coun- 
try is, by virtue of a special exemption from or 
reduction of tax (other than an export incentive) 
that is provided under a law of such country to 
promote investments or projects in pursuance of a 
program of economic development, less than the 
rate of such tax that would, but for such exemp- 
tion or reduction, be paid by the affiliate, and 


(c) the affiliate qualified for such exemption from 
or reduction of tax in respect of an investment 
made by it in that country before January 1, 1976 
or in respect of an investment made by it or a 
project undertaken by it in that country pursuant 
to. an agreement in writing entered into before 
January 1, 1976, 


for the purposes of this Part, such net earnings or net 
loss shall be included in the affiliate’s exempt earn- 
ings or exempt loss, as the case may be, for the year 
and not in the affiliate’s taxable earnings or taxable 
loss, as the case may be, for the year. 


(11) The following countries are hereby listed for the 
purposes of paragraphs (1)(b) and (c): 


Antigua 

Argentina 

Australia 

Austria, Republic of 

Bangladesh, People’s Republic of 

Barbados 

Belgium 

Belize 

Brazil, Federative Republic of 

Cameroon, United Republic of 

China, People’s Republic of [applicable in re- 
spect of 1986 et seq.] 

Cyprus, Republic of 

Denmark, Kingdom of 

Dominica 

Dominican Republic 

Egypt, Arab Republic of 

Finland, Republic of 

French Republic, European Departments, the 
Territorial Authority of Saint-Pierre and Mique- 
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lon [so described applicable in respect of 1985 United States of America, but for greater cer- 
et seq., before which it was included as an over- tainty, not including its Territories 
seas Department] and the following overseas Zambia, Republic of 
Departments, namely, 
Guadeloupe 
Guyane 
Martinique 
Réunion 
but not including overseas Territories. 
Germany, Federal Republic of 
Guyana, Cooperative Republic of [applicable in 
respect of 1985 et seq.] 
India [applicable in respect of 1985 et seq.] 
Indonesia 
Ireland 
Israel, State of 
Italy 
Ivory Coast, Republic of [applicable in ee of 
1983 et seq.] 
Jamaica 
Japan 
Kenya 
Korea, Republic of 
Liberia 
Malaysia 
Malta [applicable in respect of 1986 et seq.] 
Montserrat 
Morocco, Kingdom of 
Netherlands, Kingdom of the, but for greater cer- 
tainty, not including the Netherlands Antilles 
New Zealand, but for greater certainty, not in- 
cluding the Cook Islands, Niue or Tokelaw 
Norway, Kingdom of, but for greater certainty, 
not including Svalbard (including Bear Island), 
Jan Mayen and the Norwegian dependencies 
outside Europe 
Pakistan, Islamic Republic of 
Philippines, Republic of the 
Portugal 
Romania, Socialist Republic of 
Saint Kitts and Nevis-Anguilla 
Saint Lucia 
Saint Vincent 
Senegal, Republic of 
Singapore, Republic of 
[South Africa] [deleted, applicable in respect of 
taxation years commencing after September 30, 
1985] 
Spain 
Sri Lanka, Democratic Socialist Republic of 
Sweden 
Switzerland 
Thailand, Kingdom of [applicable in respect of 
1984 et seq.] 
Trinidad and Tobago 
Tunisia, Republic of 
Union of Soviet Socialist Republics [applicable 
in respect of 1985 et seq.] 
United Kingdom of Great Britain and Northern 
Ireland 
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History: Subsec. 5907(11) substituted by P.C. 1989-321, subsec. 
3(12), March 2, 1989, Canada Gazette, Part II, March 15, 1989, 
applicable to 1982 et seqg., except as otherwise noted in the above 
list. Those exceptions comprise additions and deletions made by 
subsecs. 3(13) to (18) of the said P.C. 1989-321. 


Subsec. 5907(11) amended by P.C. 1980-503, subsecs. 5(8)-(10), 
February 8, 1980, Canada Gazette, Part II, February 27, 1980, ef- 
fective as to paras. (a.1) and (d.1), in respect of 1978 et seg., and as 
to paras: (v) and (w), in respect of 1980 et seq. 


Subsec. 5907(11) amended by P.C. 1978-589, March 2, 1978, Can- 
ada Gazette, Part Il, March 22, 1978, applicable, as to paras. (a), 
(b.1), (6.2), (c.1), (e.1), (f.1), (h), (8:1), (aa.1), (aa.2), (aa.3) and 
(ee.1), to 1976 et seqg., and as to paras. (u) and (kk), to taxation 
years commencing on or after January 1, 1978. 


(12) For the purposes of paragraph 95(2)(j) of the 
Act, the adjusted cost base to a foreign affiliate of a 
taxpayer of an interest in a partnership at any time is 
prescribed to be the cost thereof otherwise deter- 
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mined at that time except that share of the partnership profits or partnership 
(a) there shall be added to that cost such of the capital, and 
following amounts as are applicable, namely, (v) such portion of any income or profits tax 


(i) any amount included in the earnings of the 
affiliate for a taxation year ending after 1971 
and before that time that may reasonably be 
considered to relate to profits of the 
partnership, 


(ii) the affiliate’s incomes as described in sub- 
paragraph 95(1)(b)(i) [95(1)“foreign accrual 
property income”A] of the Act for a taxation 
year ending after 1971 and before that time 
that may reasonably be considered to relate to 
profits of the partnership, 


(iii) any amount included in computing the 
exempt earnings or taxable earnings, as the 
case may be, of the affiliate for a taxation year 
ending after 1971 and before that time that 
may reasonably be considered to relate to a 
capital gain of the partnership, 


(iv) where the affiliate has, at any time before 
that time and in a taxation year ending after 
1971, made a contribution of capital to the 
partnership otherwise than by way of a loan, 
such part of the amount of the contribution as 
cannot reasonably be regarded as a gift made 
to or for the benefit of any other member of 
the partnership who was related to the affili- 
ate, and 


(v) such portion of any income or profits tax 
refunded before that time by the government 
of a country to the partnership as may reason- 
ably be regarded as tax refunded in respect of 
an amount described in any of subparagraphs 
(b)(@) to (iii), and 


(b) there shall be deducted from that cost such of 


the following amounts as are, namely, 


(1) any amount included in the loss of the af- 
filiate for a taxation year ending after 1971 
that may reasonably be considered to relate to 
a loss of the partnership, 


(11) the affiliate’s losses as described in sub- 
paragraph 95(1)(b)(@i1) [95(1)“foreign accrual 
property income’’D]-of the Act for a taxation 
year ending after 1971 and before that time 
that may reasonably be considered to relate to 
the losses of the partnership, 


(iii) any amount included in computing the 
exempt loss or taxable loss, as the case may 
be, of the affiliate for a taxation year ending 
after 1971 and before that time that may rea- 
sonably be considered to relate to a capital 
loss of the partnership, 


(iv) any amount received by the affiliate 
before that time and in a taxation year ending 
after 1971 as, on account or in lieu of payment 
of, or in satisfaction of, a distribution of his 


paid before that time to the government of a 
country by the partnership as may reasonably 
be regarded as tax paid in respect of an 
amount described in any of subparagraphs 
(a)(1) to (ili), 
and, for greater certainty, where any interest of a for- 
eign affiliate in a partnership was reacquired by the 
affiliate after having been previously disposed of, no 
adjustment that was required to be made under this 
subsection before such reacquisition shall be made 
under this subsection to the cost to the affiliate of the 
interest as reacquired property of the affiliate. 


(13) For the purposes of paragraph 48(5)(c) [sub- 
para. 128.1(1)(d)Gi)] of the Act, the amount pre- 
scribed to be included in the foreign accrual property 
income of a foreign affiliate of a taxpayer for a taxa- 
tion year is the aggregate of 


(a) the amount that would have been included in 
the foreign accrual property income of the affili- 
ate for the year if immediately before the end 
thereof the foreign affiliate had disposed of all its 
capital property, other than 


(i) property that would be property described 
in paragraph 48(1)(a) of the Act if the affiliate 
had disposed of it immediately before the end 
of the year, or 

(ii) property described in paragraph 48(1)(c) 
of the Act in respect of which the corporation 
had previously made an election under that 
paragraph in respect of the last preceding time 
the affiliate ceased to be resident in Canada, 


and had received therefor proceeds of disposition 
equal to the fair market value thereof at that time; 


(b) the amount, if any, by which 


(1) the amount that would have been included 
in computing the taxable surplus of the affili- 
ate in respect of the taxpayer immediately 
before the end of the year if at that time the 
affiliate had disposed of all its excluded prop- 
erty for proceeds of disposition equal to the 
fair market value thereof at that time 


exceeds 


(11) the product obtained when the amount that 
would be included in the underlying foreign 
tax of the affiliate in respect of the taxpayer 
immediately before the end of the year by vir- 
tue of the disposition described in subpara- 
graph (1) is multiplied by the amount by which 


(A) the relevant tax factor (as defined by 
paragraph 95(1)(f) [95(1)“‘relevant tax fac- 
tor] of the Act) 

exceeds 


(B) one; and 
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(c) the amount, if any, by which 


(i) the taxable surplus of the affiliate in re- 
spect of the taxpayer at the end of the year 
other than an amount included in the taxable 
earnings of the affiliate for the year under 
clause (1)(i)(ii)(B) 


exceeds. the aggregate of 


(ii) the product obtained: when the underlying 
foreign tax: of the vaffiliate:xin respect: of the 
taxpayer at that time less such;part-of such un- 
derlying foreign tax as may reasonably be 
considered to. relate,to the taxable earnings of 
the . affiliate. for the. year under clause 
()@)Gi(B) is. multiplied by. the amount. by 
which 


(A) the relevant taxfactor (as defiriesd by 
paragraph 95(1)(f) iainigs Creo tax fac- 
tor’ |] of the Act) 


exceeds 
(B) one, and 
(ili) the amount, if any, by which 


(A) the aggregate of all amounts required 
by paragraph 92(1)(a) of the Act to be ad- 
ded at any time in a previous taxation year 
in computing the adjusted cost base to the 
taxpayer of the shares of the affiliate 
owned by him at the end of the year 


exceeds 


(B) the aggregate of all amounts required 

by paragraph 92(1)(b) of the Act to be de- 

ducted at any time in a previous taxation 

year in computing the adjusted cost base to 

the taxpayer. of the shares: of the affiliate 

owned by him at the end of the year. 
History: Subsecs. 5907(12) and (13) added by’ P.C. 1985-467, sub- 
sec. 4(32), February 14, 1985, Canada Gazette, Part II, March 6, 
1985, effective commencing November 13, 1981. 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or become a registrant in Canada. 


5908. (1) Transitional — For the purposes of this 
Part, where a taxpayer resident in Canada elects in 
his return of income for the 1982; 1983 or 1984 taxa- 
tion year required to be filed pursuant to subsection 
150(1) of the Act, the following rules shall apply in 
respect of taxation years of his foreign affiliates end- 
ing after 1975 and beginning before February 27, 
1980: 


(a) all that portion of thvdadbth 5904(1)(b) pre- 
ceding subparagraph (1) thereof shall be read as 
follows: 


“(b) the direct. equity ial vin of a person 
in any foreign affiliate of the taxpayer, for 
which the distribution entitlement at that 
time of all the shares of each class of its cap- 
ital stock was greater than nil, was deter- 
mined by the following rules and not by the 
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rules contained in paragraph 95(4)(a) of ‘the 
» Act:”’; 


nxt) 8 Bee 5904(1)(c) shall be read as tellows: 


_“(c) the direct equity percentage of a person 
in any foreign affiliate of the taxpayer, for 
‘which the distribution entitlement at that 
‘time of all the shares of each class of its cap- 
ital Stock was not greater than nil, was deter- 
mined by the rules contained in paragraph 
~ 95(4)(a) of the Act.”; 


(Cc) all that portion of hte 5905(1) follow- 
ing paragraph (d) thereof shall be read as follows: 


“and, as a result of the acquisition or the is- 
sue of shares the aggregate of the participat- 
ing percentages of all shares owned by the 
» corporation resident in Canada in respect of 
the acquired affiliate increases (the amount 
determined in paragraph (f) exceeds the 
amount determined in paragraph (e)), for the 
purposes of this Part, the exempt surplus or 
exempt deficit, the taxable surplus or taxable 
deficit and the underlying foreign tax in re- 
spect of that corporation of the acquired af- 
filiate and of each other foreign affiliate of 
that corporation in which the acquired affili- 
ate hasan equity percentage shall at that 
time: be ‘reduced to the proportion thereof 
that 
‘(e) the aggregate of the pag case per- 
centages of all shares owned immedi- 
ately before that time by that:corporation 
in respect of the acquired affiliate assum- 
ing for the purposes of this computation 
only that the taxation year of the ac- 
quired affiliate that otherwise would 
have included that time shall be deemed 
to have ended immediately before that 
time 
is of | ; 
(f) the aggregate of the participating per- 
centages of all shares owned immedi- 
ately after that time by that corporation 
in respect of the acquired affiliate assum- 
ing for the purposes of this computation 
only that the taxation year of the ac- 
quired affiliate that otherwise would 
have included. that time shall be deemed 
to have ended immediately after that time 
and for the, purposes. of paragraphs 
5907(1)(d), (k) and (1) such reduced 
amounts shall be referred to as the open- 
ing exempt surplus, opening exempt defi- 
cit, opening taxable surplus, opening tax- 
able deficit and the opening underlying 
foreign tax, as the case may be, of each 
such affiliate in respect of the corpora- 
tion resident in Canada.”; 


(d) all that portion of subsection 5905(2) preced- 
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ing paragraph (a) thereof shall be read as follows: 


“(2) Where at any time a foreign affiliate of 
a corporation resident in Canada redeems in 
whole or in part or cancels shares of a class 
of its capital stock, (for the purposes of this 
subsection, shares redeemed or cancelled at 
any time which the affiliate had previously 
purchased or acquired and which were held 
by it until that time and in respect of which 
an adjustment has previously been made 
under subsection (1) shall not be considered 
to be shares redeemed or cancelled at that 
time) for the purposes of this Part, the ex- 
empt surplus or exempt deficit, the taxable 
surplus or taxable deficit and the underlying 
foreign tax in respect of the corporation resi- 
dent in Canada of that affiliate and of each 
other foreign affiliate of the corporation resi- 
dent in Canada in which that affiliate has an 
equity percentage shall at that time be re- 
duced to the proportion thereof that’; 


(e) this Part shall be read without reference to 
subsection 5905(7.1); 


(f) paragraph 5907(2)(f) shall be read as follows: 


“(f) any revenue, income or profit of the af- 
filiate derived from such business carried on 
in that country in the year that was not oth- 
erwise included in computing the earnings 
amount for the year or for any other taxation 


os 


year;”’; 
(g) paragraph 5907(2)(j) shall be read as follows: 


“) any loss, outlay or expense made or in- 
curred in the year by the affiliate for the pur- 
pose of gaining or producing such earnings 
amount that was not deducted or any. ex- 
pense that can reasonably be regarded as ap- 
plicable to any revenue referred in paragraph 
(f) that was not deducted, other than 


(i) a loss referred to in paragraph (c) or 
(d), 

(ii) a capital expenditure that is not inter- 
est, or 


(iii) any income or profits tax paid to the 
government of a country.”; 


(h) this Part shall be read without reference to 
paragraphs 5907(2)(f.1) and (k); and 


(i) the reference in paragraph 5907(5.1)(a) to the 
“aggregate of the adjusted cost base to the affili- 
ate of the property immediately before the dispo- 
sition and any outlays or expenses to the extent 
they were made or incurred by the affiliate for the 
purpose of making the disposition” shall be read 
as a reference to the “fair market value of the 
property”. 


(2) Where, for the purposes of computing the earn- 
ings of a foreign affiliate of a corporation resident in 
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Canada for a taxation year of the affiliate from an 
active business, the corporation together with all 
other corporations resident in Canada with which the 
corporation does not deal at arm’s length and in re- 
spect of which the affiliate is a foreign affiliate have 
made an election under subsection 5907(2.1), the 
corporation together with such other corporations 
may further elect in its return of income for the 
1982, 1983 or 1984 taxation year required to be filed 
pursuant to subsection 150(1) of the Act that the fol- 
lowing rules apply: 


(a) subsections 5905(5) (read without reference to 
paragraphs (b) and (c) thereof) and (6) as applica- 
ble in respect of dispositions of shares after No- 
vember 12, 1981 are also applicable in respect of 
dispositions of shares made by such other corpo- 
rations to the corporation prior to November 13, 
1981 and in a taxation year subsequent to the 
1975 taxation year; 

(b) subparagraphs 5907(1)(d)(ii), (k)G@i) and (1)(ii) 
as they apply after November 12, 1981 are also 
applicable at all times after 1975 and before No- 
vember 13, 1981; and 


(c) subsection 5907(2.2) as applicable in respect 
of elections made after November 4, 1982 is also 
applicable in respect of elections made prior to 
that date. 


History: S. 5908 added by P.C. 1985-467, s. 5, February 14, 1985, 
Canada Gazette, Part II, March 6, 1985. 


5909. Prescribed circumstances — For the pur- 
poses of subparagraph 94(1)(b)(i) of the Act, prop- 
erty shall be considered to have been acquired in 
prescribed circumstances where it is acquired by vir- 
tue of the repayment of a loan. 


History: S. 5909 added by P.C. 1989-321, s. 4, March 2, 1989, 
Canada Gazette, Part Il, March 15, 1989, applicable after October 
29,1985. 


Part LX — Prescribed 
Activities 
History: Part LX (s. 6000) replaced by P.C. 1995-1723, s. 1, Octo- 


ber 17, 1995, Canada Gazette, Part II, November 1, 1995, applica- 
ble to 1994 et seq. 


Part LX (s. 6000) added by P.C. 1978-1003, s. 5, April 6, 1978, 
Canada Gazette, Part II, April 26, 1978. 


6000. For the purpose of clause 122.3(1)(b)(i)(C) of 
the Act, a prescribed activity is an activity performed 
under contract with the United Nations. 


Part Lx! — Related 
Segregated Fund Trusts 


History: Part LXI (s. 6100) added by P.C. 1978-2671, August 23, 
1978, Canada Gazette, Part Il, September 13, 1978. 


6100. An election under subsection 138.1(4) of the 
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Act by the trustee of a related segregated fund trust 
shall be made by filing with the Minister the pre- 
scribed form within 90 days from. the end.of the tax- 
ation year of the trust in respect of any capital prop- 
erty deemed to have been disposed of in that taxation 
year by virtue of the election. 

Forms: T3018: Election for deemed. disposition and reacquisition 


of capital property of a life insurance segregated fund under subsec- 
tion 138.1(4). 


Part LxXil— Prescribed 
Securities and Shares 


History: Heading to Part LXII amended by. P.C. 1980-423, s. 1, 
February 8, 1980, Canada Gazette, Part II, February 27, 1980, ef- 
fective December 6, 1979. 


Part LXII (s. 6200) added by P.C. 1978-3729, December 14, 1978, 
Canada Gazette, Part Il, December 27, 1978, applicable in respect 
of dispositions of property in the 1977 and subsequent taxation 
years. 


6200. Prescribed securities — For the purposes 
of subsection 39(6) of the Act, a prescribed security 
is, with respect to the taxpayer referred to in subsec- 
tion 39(4) of the Act, 


(a) a share of the capital stock of a corporation, 
other than a public corporation, the value of 
which is, at the time it is disposed of by that tax- 
payer, a value that is or may reasonably be con- 
sidered to be wholly or primarily attributable to 


(i) real property, an interest therein or an op- 
tion in respect thereof, 


(ii) Canadian resource property or a property 
that would have been a Canadian resource 
property if it had been acquired after 1971, 


(iii) foreign resource property or a property 
that would have been a foreign resource prop- 
erty if it had been acquired after 1971, or 


(iv) any combination of properties described 
in subparagraphs (1) to (iii) 
owned by 
(v) the corporation, 
(vi) a person other than the corporation, or 
(vii) a partnership; 
(b) a bond, debenture, bill, note, mortgage or sim- 
ilar obligation, issued by a corporation, other than 
a public corporation, if at any time before that 


taxpayer disposes of the security he does not deal 
at arm’s length with the corporation; 


(c) a security that is 
(i) a share, or 


(ii) a bond, debenture, bill, note, qnongage or 
similar obligation, 


that was acquired by that taxpayer in a transac- 
tion 
(iii) in which that taxpayer was not dealing at 
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arm’s length, or 

(iv) to which the provisions of subsection 

85(1) or (2) of the Act applied; 
(d) a share acquired by that taxpayer under cir- 
cumstances referred to in section 66.3 of the Act; 
or pie 


(e) a security that is 
(i) a share, or 


(ii) a bond, debenture, bill, note, mortgage or 
similar obligation, 
that was acquired by that taxpayer 
(iii) as proceeds of disposition for, or 
(iv) as a result of one or more transactions that 


may reasonably be considered to have been an 
exchange or substitution of the security for, 


a security described in any of paragraphs (a) to 
(d). 
History: Para. 6200(b), subpara. 6200(c)(ii), subpara. 6200(e)(ii), 
amended by P.C. 1994-1817, paras. 62(g) to (i), November 1, 1994, 
Canada Gazette, Part Il, November 30, 1994. 


That portion of s. 6200 preceding para. (b). substituted by P.C. 1981- 
2517, September 16, 1981, Canada Gazette, Part II, October 14, 
1981. 


Interpretation Bulletins: IT-479R: Transactions in securities. 


6201. Prescribed shares — (1) For the purposes 
of paragraph (f) of the definition “term. preferred 
share” in subsection 248(1) of the Act, a share last 
acquired before June 29, 1982 and of a class of the 
capital stock of a corporation that is listed on a stock 
exchange referred to in section 3200 is a prescribed 
share unless more than 10 per cent of the issued and 
outstanding shares of that class are owned) by 


(a) the owner of that share; or 


(b) the owner of that share and Berto related to 
him. 


(2) For the purposes of paragraph (f) of the defini- 
tion “term preferred share” in subsection 248(1) of 
the Act, a share acquired after June 28, 1982 and of a 
class of the capital stock of a corporation that is 
listed on a stock exchange referred to in section 3200 
is a prescribed share at any particular time with re- 
spect to another corporation that receives a dividend 
at the particular time in respect of the share unless 


(a) where the other corporation is a restricted fi- 
nancial. institution, 


(i) the share is nota taxable preferred share, 


(ii) dividends (other than’ dividends received 

“on shares prescribed under subsection (5)) are 
received at the particular time by the other 
corporation or by the other corporation and re- 
stricted financial institutions with which the 
other corporation does not deal at arin’s 
length, in respect of more than 5 per cent of 
the issued and outstanding shares of that class, 
and 
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(iii) a dividend is received at the particular 
time by the other corporation or a restricted 
financial institution with which the other cor- 
poration does not deal at arm’s length, in re- 
spect of a share (other than a share prescribed 
under subsection (5)) of that class acquired af- 
ter December 15, 1987 and before the particu- 
lar time; 


(b) where the other corporation is a restricted fi- 
nancial institution, the share 


(i) is not a taxable preferred share, 


(ii) was acquired after December 15, 1987 and 
before the particular time, and 


(iii) was, by reason of subparagraph (h)(i), 
(ii), (ii) or (v) of the definition “term pre- 
ferred share” in subsection 248(1) of the Act, 
deemed to have been issued after December 
15, 1987 and before the particular time; or 


(c) in any case, dividends (other than dividends 
received on shares prescribed under subsection 
(5)) are received at the particular time by the 
other corporation or by the other corporation and 
persons with whom the other corporation does 
not deal at arm’s length in respect of more than 
10 per cent of the issued and outstanding shares 
of that class. 


(3) For the purposes of paragraph 112(2.2)(g) of the 
Act and paragraph (f) of the definition “term pre- 
ferred share” in subsection 248(1) of the Act, a share 
of any of the following series of preferred shares of 
the capital stock of Massey-Ferguson Limited issued 
after July 15, 1981 and before March 23, 1982 is a 
prescribed share: 


(a) $25 Cumulative Redeemable Retractable 
Convertible Preferred Shares, Series C; 


(b) $25 Cumulative Redeemable Retractable Pre- 
ferred Shares, Series D; or 


(c) $25 Cumulative Redeemable Retractable 
Convertible Preferred Shares, Series E. 


(4) For the purposes of the definition “taxable RFI 
share” in subsection 248(1) of the Act, a share of a 
class of the capital stock of a corporation that is 
listed on a stock exchange referred to in section 3200 
is a prescribed share at any particular time with re- 
spect to another corporation that is a restricted finan- 
cial institution that receives a dividend at the particu- 
lar time in respect of the share unless dividends 
(other than dividends received on shares prescribed 
under subsection (5.1)) are received at that time by 
the other corporation, or by the other corporation and 
restricted financial institutions with which the other 
corporation does not deal at arm’s length, in respect 
of more than 


(a) 10 per cent of the shares of that class that 
were issued and outstanding at the last time, 
before the particular time, at which the other cor- 
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poration or a restricted financial institution with 
which the other corporation does not deal at 
arm’s length acquired a share of that class, where 
no dividend is received at the particular time by 
any such corporation in respect of a share (other 
than a share prescribed under subsection (5.1)) of 
that class acquired after December 15, 1987 and 
before the particular time; or 


(b) 5 per cent of the shares of that class that were 
issued and outstanding at the last time, before the 
particular time, at which the other corporation or 
a restricted financial institution with which the 
other corporation does not deal at arm’s length 
acquired a share of that class, where a dividend is 
received at the particular time by any such corpo- 
ration in respect of a share (other than a share 
prescribed under subsection (5.1)) of that class 
acquired after December 15, 1987 and before the 
particular time. 


(5) For the purposes of paragraph (f) of the defini- 
tion “term preferred share” in subsection 248(1) of 
the Act, a share of a class of the capital stock of a 
corporation that is listed on a stock exchange re- 
ferred to in section 3200 is a prescribed share at any 
particular time with respect to another corporation 
that is registered or licensed under the laws of a 
province to trade in securities and that holds the 
share as inventory of the business ordinarily carried 
on by it unless 
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(a) it may reasonably be considered that the share 
was acquired as part of a series of transactions or 
events one of the main purposes of which was to 
avoid. or limit the application of subsection 
112(2.1) of the Act; or 


(b) the share was not acquired by the other corpo- 
ration in the course of an underwriting of shares 
of that class to be distributed to the public and 


(i) dividends are received at the particular 
time by the other corporation or by the other 
corporation and corporations controlled by the 
other corporation in respect of more than 10 
per cent of the issued and outstanding shares 
of that class, 


(ii) the other corporation is a restricted finan- 
cial institution and 


(A) the share is not a taxable preferred 
share, 


(B) dividends are received at the particular 
time by the other corporation or by the 
other corporation and corporations con- 
trolled by the other corporation in respect 
of more than 5 per cent of the issued and 
outstanding shares of that class, and 


(C) a dividend is received at the particular 
time by the other corporation or a corpora- 
tion controlled by the other corporation in 
respect of a share of that class acquired af- 
ter December 15, 1987 and before the par- 
ticular time, or 


(iii) the other corporation is a restricted finan- 
cial institution and. the share 


(A) is not a taxable preferred share, 


(B) was acquired after December 15, 1987 
and before the particular time, and 


(C) was, by reason of subparagraph (h)(i), 
(ii), (iii) or (v) of the definition “term pre- 
ferred share” in subsection 248(1) of the 
Act, deemed to have been issued after De- 
cember 15, 1987 and before the particular 
time. 


(5.1) For the purposes of the definition “taxable RFI 
share” in subsection 248(1) of the Act, a share of a 
class of the capital stock of a corporation that is 
listed on a stock exchange referred to in section 3200 
is a prescribed share at any particular time with re- 
spect to another corporation that is registered or li- 
censed under the laws of a province to trade in secur- 
ities and that holds the share as inventory of the 
business ordinarily carried on by it unless 
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(a) it may reasonably be considered that the share 
was acquired as part of a series of transactions or 
events one of the main purposes of which was to 
avoid or limit the application of section 187.3 of 
the Act; or 


(b) the share was not acquired by the other corpo- 
ration in the course of an underwriting of shares 
of that class to be distributed to the public and 


(i) dividends are received at. the particular 
time by the other corporation, or by the other 
corporation and corporations controlled by the 
other corporation, in respect of more than 10 
per cent of the shares of that class issued and 
outstanding at the last time before the particu- 
lar time at which any such corporation ac- 
quired a share of that class, 


(ii) the other corporation is a restricted finan- 
cial institution and 


(A) dividends are received at the particular 
time by the other corporation, or by the 
other corporation and corporations con- 
trolled by the other corporation, in respect 
of more than 5 per cent of the shares of 
that class issued and outstanding at the last 
time before the particular time at which 
any such corporation acquired a share of 
that class, and 


(B) a dividend is received at the particular 
time by the other corporation, or a corpora- 
tion controlled by the other corporation, in 
respect of a share of that class acquired af- 
ter December 15, 1987 and before the par- 
ticular time, or 


(iii) the other corporation is a restricted finan- 
cial institution and the share 


(A) was acquired after December 15, 1987 
and before the particular time, and 


(B) was, because of subparagraph (h)(i), 
(ii), (iii) or (v) of the definition “term pre- 
ferred share” in subsection 248(1) of the 
Act, deemed to have been issued after De- 
cember 15, 1987 and before the particular 
time. 


(6) For the purposes of paragraph (f) of the defini- 
tion “term preferred share” in subsection 248(1) of 
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the Act, a share of the capital stock of a corporation 
that is a member institution of a deposit insurance 
corporation, within the meaning assigned by section 
137.1 of the Act, is a prescribed share with respect to 
the deposit insurance corporation and any subsidiary 
wholly-owned corporation of the deposit insurance 
corporation deemed by subsection 137.1(5.1) of the 
Act to be a deposit insurance corporation. 


(7) For the purposes of the definition “taxable pre- 
ferred share” in subsection 248(1) of the Act, the fol- 
lowing shares are prescribed shares at any particular 
time: 


(a) the 8.5 per cent Cumulative Redeemable Con- 
vertible Class A Preferred Shares of St. Marys 
Paper Inc. issued on July 7, 1987, where such 
shares are not deemed, by reason of paragraph (e) 
of the definition “taxable preferred share” in sub- 
section 248(1) of the Act, to have been issued af- 
ter that date and before the particular time; and 


(b) the Cumulative Redeemable Preferred Shares 
of CanUtilities Holdings Ltd. issued before July 
1, 1991, unless the amount of the consideration 
for which all such shares were issued exceeds 
$300,000,000 or the particular time is after July 
1, 2001. 


(8) For the purposes of paragraph 112(2.2)(d) of the 
Act, paragraph (1) of the definition “short-term pre- 
ferred share”, the definition “taxable preferred 
share” and paragraph (f) of the definition “term pre- 
ferred share” in subsection 248(1) of the Act, the Ex- 
changeable Preference Shares of Canada Cement 
Lafarge Ltd. (in this subsection referred to as the 
“subject shares”), the Exchangeable Preference 
Shares of Lafarge Canada Inc. and the shares of any 
corporation formed as a result of an amalgamation or 
merger of Lafarge Canada Inc. with one or more 
other corporations are prescribed shares at any par- 
ticular time where the terms and conditions of such 
shares at the particular time are the same as, or sub- 
stantially the same as, the terms and conditions of 
the subject shares as of June 18, 1987 and, for the 
purposes of this subsection, the amalgamation or 
merger of one or more corporations with another 
corporation formed as a result of an amalgamation or 
merger of Lafarge Canada Inc. with one or more 
other corporations shall be deemed to be an amalga- 
mation of Lafarge Canada Inc. with another 
corporation. 


(9) For the purposes of determining under subsec- 
tions (2), (4), (5) and.(5.1) the time at which a share 
of a class of the capital stock of a corporation was 
acquired by a taxpayer, shares of that class acquired 
by the taxpayer at any particular time before a dispo- 
sition by the taxpayer of shares of that class shall be 
deemed to have been disposed of before shares of 
that class acquired by the taxpayer before that partic- 
ular time. 
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(10) For the purposes of subsections (2), (4), (5) and 
(5.1) and this subsection, 


(a) where a taxpayer is a beneficiary of a trust 
and an amount in respect of the beneficiary has 
been designated by the trust in a taxation year 
pursuant to subsection 104(19) of the Act, the 
taxpayer shall be deemed to have received the 
amount so designated at the time it was received 
by the trust; and 


(b) where a taxpayer is a member of a partnership 
and a dividend has been received by the partner- 
ship, the taxpayer’s share of the dividend shall be 
deemed to have been received by the taxpayer at 
the time the dividend was received by the 
partnership. 


(11) For the purposes of subsections (2), (4), (5) and 
(5.1), 


(a) a share of the capital stock of a corporation 
acquired by a person after December 15, 1987 
pursuant to an agreement in writing entered into 
before December 16, 1987 shall be deemed to 
have been acquired by that person before Decem- 
ber 16, 1987; 


(b) a share of the capital stock of a corporation 
acquired by a person after December 15, 1987 
and before July, 1988 as part of a distribution to 
the public made in accordance with the terms of a 
prospectus, preliminary prospectus, registration 
statement, offering memorandum or notice filed 
~ before December 16, 1987 with a public authority 
pursuant to and in accordance with the securities 
legislation of the jurisdiction in which the shares 
were distributed shall be deemed to have been ac- 
quired by that person before December 16, 1987; 


(c) where a share that was owned by a particular 
restricted financial institution on December 15, 
1987 has, by one or more transactions between 
related restricted financial institutions, been 
transferred to another restricted financial institu- 
tion, the share shall be deemed to have been ac- 
quired by the other restricted financial institution 
before that date and after June 28, 1982 unless at 
any particular time after December 15, 1987 and 
before the share was transferred to the other re- 

_ $tricted financial institution the share was owned 
by a shareholder who, at that particular time, was 
a person other than a restricted financial institu- 
tion related to the other restricted financial insti- 
tution; and 


(d) where at any particular time there has been an 
amalgamation (within the meaning assigned by 
section 87 of the Act) and 


(i) each of the predecessor corporations 
(within the meaning assigned by section 87 of 
the Act) was a restricted financial institution 
throughout the period beginning December 
16, 1987 and ending at the particular time and 
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the predecessor corporations were related to 
each other ‘throughout that period, or 


(ii) each of the predecessor corporations and 
the new corporation (within the meaning as- 
signed by section 87 of the Act) is a corpora- 
tion described in any of paragraphs (a) to (d) 
of the definition “restricted financial institu- 
tion” in subsection 248(1). of the Act, - 


a share acquired by the new corporation from a 
predecessor corporation on the amalgamation 
shall be deemed to have been acquired by the 
new corporation ‘at the time it was acquired by 
‘the predecessor corporation. 


History: Subsec. 6201(4), the portion of. subsec. 6201(5) before 
para. (b), subsec. 6201(9), the opening words of subsecs. 6201(10) 
and (11) amended, subsec. 6201(5.1) added, by P.C. 1995-1198, s. 
1, July 26, 1995, Canada Gazette, Part Il, August 9, 1995, applica- 
ble to dividends received after December 20, 1991. 

Subsec: 6201(2) was substituted, and subsecs. 6201(4) to (11) sub- 
stituted. for former subsec. (4), by P.C. 1989-1565, s. 4, August 14, 
1989, Canada Gazette, Part Il, August 30, 1989, applicable after 
June 18, 1987. ‘ 


That, portion of subsec.. 6201(2). following para. (b) substituted by 
1986-2590, .s. 16, November 20, 1986, Canada Gazette, Part Il, De- 
cember 10; 1986, effective June 29, 1982. 


That portion of subsec. 6201(3) preceding para. (a) substituted by 
P.C. 1985-2860, s. 1, September 26, 1985, Canada Gazette, Part II, 
October 16, 1985, effective July 16, 1981. 


S. 6201 substituted by P.C. 1984-3789, s. 16, November 29, 1984, 
Canada Gazette, December 12, 1984, applicable as follows: sub- 
secs. (1) and (2) effective commencing June 29, 1982; subsec. (3) 
effective commencing July 16, 1981; subsec. (4) effective com- 
mencing November 13, 1981. 


S. 6201 added by P.C. 1980-423, s. 2, February 8, 1980, Canada 
Gazette, Part I, February 27, 1980, effective December 6, 1979. 


6202. (1) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share”] and subparagraphs 
66.1(6)(a)(v) [66.1(6)“Canadian exploration ex- 
pense”(i)]; 66.2(5)(a)(v) [66.2(5)“Canadian develop- 
ment expense’’(g)] and 66.4(5)(a)(iii) [66.4(5)"Cana- 
dian oil and gas property expense’’(c)] of the Act, a 
share of a class of the capital stock of a corporation 
(in this section referred to as the “issuing corpora- 
tion”) is a prescribed share if it was issued after De- 
cember 31, 1982 and 


(a) the issuing corporation, any person related to 
the issuing corporation or of whom the issuing 
corporation has effective management or control 
or any partnership or trust of which the issuing 
corporation or a person related thereto is a mem- 
ber or beneficiary (each of which is referred to in 
this section as a “member of the related issuing 
group”) is or may be required to redeem, acquire 
or cancel, in whole or in part, the share or to re- 
duce its paid-up capital at any time within five 
years from the date of its issue, — 

(b) a member of the related issuing group pro- 
vides or may be required to provide any form of 
guarantee, security or similar indemnity with re- 
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spect to the share (other than a guarantee, secur- 
ity or similar indemnity with respect to any 
amount of assistance or benefit from a govern- 
ment, municipality or other public authority in 
Canada or with respect to eligibility for such as- 
“sistance or benefit) that could take effect within 
five years from the date of its issue, 


(c) the share (referred to in this section as the 
“convertible share’’) is convertible under its terms 
or conditions at any time within five years from 
the date of its issue directly or indirectly into 
debt, or into a share (referred to in this section as 
the “‘acquired, share’) that. is, or if issued would 
be, a prescribed share, 


(d) immediately after the share was issued, the 
person to whom the share was issued or a person 
related to the person to whom. the share was is- 
sued (either alone or together with a related per- 
son, a related group of persons of which he is a 
member or a partnership or trust of which he is a 
member or beneficiary) controls directly or indi- 
rectly, or has an absolute or contingent right to 
control directly or indirectly or to acquire direct 
or indirect control of, the issuing corporation and 
the issuing corporation has the right under the 
terms and conditions in respect of which the 
share was. issued to redeem, purchase or other- 
wise acquire the share within five years from the 
date of its issue, 


(e) at the time the share was issued, the existence 
of the issuing corporation was, or there was an 
arrangement (other than an amalgamation within 
the meaning assigned by. subsection 87(1) of the 
Act) under which the existence of the issuing cor- 
poration could be, limited to a period that ends 
within five years from the date of its issue, or 


(f) the terms or conditions of the share (referred 
to in this paragraph as the “first share’) or of an 
agreement in existence at the time of its issue 
provide that a share (referred to in this section as 
the “substituted share”) that is, or if issued would 
be, a prescribed share may be substituted or ex- 
changed for the first share within five years from 
the date of issue of the first share, 


but does not include a share of the capital stock of a 
corporation 


(g) that was issued after December 31, 1982 pur- 
suant to an agreement or offering in writing made 
on or before December 31, 1982 or in accordance 
with a prospectus, registration statement or simi- 
lar document that was filed with and, where re- 
quired by law, accepted for filing by, a public au- 
thority in Canada pursuant to and in accordance 
with the laws of Canada or of any province on or 
before December 31, 1982, 


(h) that would be a prescribed share solely by vir- 
tue of one or more of the terms or conditions of 
an agreement if such terms or conditions are not 
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effective or exercisable until the death, disability 
or bankruptcy of the person to whom the share is 
issued, 
(i) that is 
(i) convertible under its terms into one or 
more shares of a class of the. capital stock of 


the corporation for no consideration other than 
the share or shares, 


(ii) described in paragraph (a) solely because 


(A) it is to be cancelled on the conversion 
within five years from the date of its issue, 


(B) its paid-up capital is to be reduced on 
the conversion within five years from the 
date of its issue, or 


(C) both clauses (A) and (B) apply, and 
(iii) not described in paragraph (c), or 
(j) that 
(i) may have a share substituted or exchanged 
for it pursuant to its terms or-the terms or con- 
ditions of an agreement in existence at the 
time of its issue and no consideration is to be 
received or receivable for it in respect of the 
substitution or exchange other than the share 
substituted or exchanged for it, 
(ii) is described in paragraph (a) solely be- 
cause it is to be redeemed, acquired or can- 
celled on the substitution or exchange within 
five years from the date of its issue, and 
(iii) is not a share to which paragraph (f) 
applies, 
and for the purposes of this section, 


(k) where a person has an interest in a trust, 
whether directly or indirectly, through an interest 
in any other trust or in any other manner 
whatever, the person shall be deemed to be a ben- 
eficiary of the trust; 


(1) in determining whether an acquired share 
would be a prescribed share if issued, 


(i) the references in paragraphs (a), (b), (d) 
and (e) to “date of its issue’ shall be read as 
“date of the issue of the convertible share’, 


(ii) the reference in paragraph (f) to “issue of 
the first share” shall be read as “issue of the 
convertible share’, and 


(ii1) this section shall be read without refer- 
ence to paragraph (g) and to the words “after 
December 31, 1982”: 


(m) in determining whether a substituted share 
would be a prescribed share if issued, 
(i) the references in paragraphs (a) to (e) to 
“date of its issue” shall be read as “date of the 
issue of the first share’, and 


(ii) this section shall be read without reference 
to paragraph (g) and to the words “after De- 
cember 31, 1982”; 
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(m.1) an excluded obligation in relation to a share 
of a class of the capital stock of the issuing cor- 
poration and an obligation that would be an ex- 
cluded obligation’ in relation to the share if the 
share had been issued after June 17, 1987, shall 
be deemed not to be a guarantee, security or simi- 
lar indemnity with respect to the share for the 
purposes of paragraph (b); 


(n) a guarantee, security or similar indemnity re- 
ferred to in paragraph (b) shall, for greater cer- 
tainty, not be considered to take effect within five 
years from the date of issue of a share if the ef- 
fect of the guarantee, security or indemnity is to 
provide that a member of the related issuing 
group will be able to redeem, acquire or cancel 
the share at a time that is not within five years 
from the date of issue of the share; and 


(0) where an expense is incurred partly in consid- 
eration for shares (referred to in this section as 
“first corporation shares”) of the capital stock of 
one corporation and partly in consideration for an 
interest in, or right to, shares (referred to in this 
paragraph as “second corporation shares’’) of the 
capital stock of another corporation, in determin- 
ing whether the second corporation shares are 
prescribed shares, the references in paragraphs 
(a), (d) and (e) to “date of its issue” shall be read 
as “date of the issue of the first corporation 
shares”. 


(2) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share’’] of the Act, subsection 
(1) does not apply in respect of a share of the capital 
stock of an issuing corporation that is a new share. 
History: That portion of subsec. 6202(1) preceding para. (a) 
amended by P.C. 1990-51, subsec, 1(1), January 18, 1990, Canada 
Gazette, Part II, January 31, 1990, applicable in respect of shares 
issued after February 1986. 


Para. 6202(1)(m.1) added by subsec, 1(2) of the said P.C. 1990-51, 
applicable in respect of shares issued after December 31, 1982. 


Subsec. 6202(2) added by subsec. 1(3) of the said P.C. 1990-51, 
applicable in respect of shares issued after June 17, 1987. 


S. 6202 added by P.C. 1985-465, s. 16, February 14, 1985, Canada 
Gazette, Part II, March 6, 1985, applicable with respect to shares 
issued after December 31, 1982. 


6202.1 (1) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share’’] of the Act, a new share 
of the capital stock of a corporation is a prescribed 
share if, at the time it is issued, 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) the amount of the dividends that may be 
declared or paid on the share (in this section 
referred to as the “dividend entitlement”) may 
reasonably be considered to be, by way of a 
formula or otherwise, 


(A) fixed, 
(B) limited to a maximum, or 
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(C) established to be not less than a mini- 
mum (including any amount determined 
on a cumulative basis), where with respect 
to the dividends that may be declared or 
paid on the share there is a preference over 
any other dividends that may be declared 
or paid on any other share of the capital 
stock of the corporation, 


(ii) the amount that the holder of the share is 
entitled to receive in respect of the share on 
the dissolution, liquidation or winding-up of 
the corporation, on a reduction of the paid-up 
capital of the share or on the redemption, ac- 
quisition or cancellation of the share by the 
corporation or by specified persons in relation 
to the corporation (in this section referred to 
as the “liquidation entitlement’?) may reasona- 
bly be considered to be, by way of a formula 
or otherwise, fixed, limited to a maximum or 
established to be not less than a minimum, 


(iii) the share is convertible or exchangeable 
into another security issued by the corporation 
unless 


(A) it is convertible or exchangeable only 
into 
(1) another share of the corporation 
that, if issued, would not be a pre- 
scribed share, 


(II) a right, including a right conferred 
by a warrant that, if exercised, would 
allow the person exercising it to acquire 
only a share of the corporation that, if 
issued, would not be a prescribed share, 
or 


(III) both a share described in subclause 
(I) and a right or warrant described in 
subclause (II), and 


(B) all the consideration receivable by the 
holder on the conversion or exchange of 
the share is the share described in sub- 
clause (A)(I) or the right or warrant de- 
scribed in subclause (A)(II), or both, as the 
case may be, or 


(iv) the corporation has, either absolutely or 
contingently, an obligation to reduce, or any 
person or partnership has, either absolutely or 
contingently, an obligation to cause the corpo- 
ration to reduce, the paid-up capital in respect 
of the share (other than pursuant to a conver- 
sion or exchange of the share, where the right 
to so convert or exchange does not cause the 
share to be a prescribed share under subpara- 
graph (iil)); 

(b) any person or partnership has, either abso- 

lutely or contingently, an obligation (other than 

an excluded obligation in relation to the share) 


(i) to provide assistance, 
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(ii) to make a loan or payment, 
(iii) to transfer property, or 


(iv) otherwise to confer a benefit by any 
means whatever, including the payment of a 
dividend, 


either immediately or in the future, that may rea- 
sonably be considered to be, directly or indi- 
rectly, a repayment or return by the corporation 
or a specified person in relation to the corporation 
of all or part of the consideration for:which the 
share was.issued or for which a partnership inter- 
est. was. issued in a partnership that acquires. the 
share; 

(c) any person or partnership has, either’ abso- 
lutely or contingently, an obligation (other than 
an excluded obligation in relation to the share) to 
effect any undertaking, either immediately or in 
the future, with respect.to the share or the agree- 
ment under which the share is issued Gncluding 
any guarantee, security, indemnity, covenant or 
agreement and including the lending of funds to 
or the placing of amounts on deposit with, or on 
behalf of, the holder of the share or, where the 
holder is a partnership, the members thereof or 
specified persons in relation to the holder or the 
members of the partnership, as the case may be) 
that may reasonably be Considered to have been 
given to ensure, directly or indirectly, that 


(i) any loss that the holder of the share and, 
where the holder is ‘a partnership, the mem- 
bers thereof or specified persons in relation to 
the holder or the members of the partnership, 
as the case may be; may sustain by reason of 
the holding; ownership or disposition of the 
share or any other property is limited in, any 
respect, or 


(ii) the holder of the share and, where the 
holder is a partnership, the members. thereof 
or specified persons in relation to the holder 
or the members of the partnership, as the case 
may be, will derive earnings, by reason of the 
holding, ownership or disposition of the share 
or any other property; 


(d) the corporation or a specified person in rela- 
tion to the corporation may reasonably be ex- 
pected . 


(i) to acquire or cancel the share in whole or 
in part otherwise than on a conversion or ex- 
change of the share that meets the conditions 
set out in clauses (a)(iii)(A) and (B), 

(ii) to reduce the paid-up capital of the corpo- 
ration in respect of the share otherwise than 
on a conversion or exchange of the share that 
meets. the conditions set out in. clauses 
(a)(~ii)(A) and (B), or 

(iii) to make a payment, transfer or other pro- 
vision (otherwise than pursuant to an excluded 
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obligation in relation to the share), directly or 
indirectly, by way of a dividend, loan, 
purchase of shares, financial assistance to any 
purchaser of the share or, where the purchaser 
is a partnership, the members thereof or in any 
other manner whatever, that may reasonably 
be considered to be a repayment or return of 
all or part of the consideration for which the 
share was issued or for which a partnership in- 
terest was issued in a partnership that acuivars 
the share, 


within 5 years after the date the share is issued, 
otherwise than as a consequence of an amalgama- 
tion of a subsidiary wholly-owned corporation, a 
winding-up of a subsidiary wholly-owned corpo- 
ration to which subsection 88(1) of the Act ap- 
plies or the payment of a dividend by a subsidiary 
wholly-owned corporation to: its parent; 


(e) any person or partnership can reasonably be 
expected to effect, within 5 years after the date 
the share is issued, any undertaking which, if it 
were in effect at the time the share was issued, 
would result in the share being a prescribed share 
by reason of paragraph (c); or 

(f) it may reasonably be expected that, within 5 


(c) the holder of the share or, where the holder is 
a partnership, a member thereof, has a right under 
any agreement or arrangement entered into under 
circumstances where it is reasonable to consider 
that the agreement or arrangement was contem- 
plated at or before the time when the agreement 
to issue the share was entered into, 


(i) to dispose of the share, and 


(i1) through a transaction or event or a series 
of transactions or events contemplated by the 
agreement or arrangement, to acquire a share 
(referred to in this paragraph as the “acquired 
share”) of the capital stock of another corpo- 
ration that would bea prescribed share’ under 
subsection (1) if the acquired share were is- 
sued at the time the share was issued, other 
than ‘a share that would not be a préscribed 
share if subsection (1) were read without ref- 
erence to subparagraphs (a)(iv) and (d)(i) and 
(ii) thereof where the acquired share is a share 


(A) of a mutual fund corporation, or 


(B) of a corporation that becomes a mutual 
fund corporation within 90 days after the 
acquisition of the acquired share. 


years after the date the share is issued, (3) For the purposes of subsection (1), 


(i) any of the terms or conditions of the share 
or any existing agreement relating to the share 
or its issue will thereafter be modified, or 


(ii) any new agreement relating to the share or 
its issue will be entered into, 


in such a manner that the share would be a pre- 
scribed share if it had been issued:at the time of 
the modification or at the time when the new 
agreement is entered into. 


(2) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share” of the Act, a new share 
of the capital stock of a corporation is a prescribed 
share if 


(a) the consideration for which the share is to be 
issued is to be determined more than 60 days af- 
ter entering into the agreement pursuant to which 
the share is to be issued; 


(b) the corporation or a-specified person in rela- 
tion to the corporation, directly or indirectly, 


(i) provided assistance, 


(a) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be fixed, limited to a maximum or established to 
be not.less than a minimum where all dividends 
on the share are determined solely by reference to 
a multiple or fraction of.the dividend entitlement 
of another share of the capital stock of the corpo- 
ration, or of another corporation that controls the 
corporation, where the dividend entitlement of 
that other share is not described in subparagraph 
(1)(a)(); and 

(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be fixed, limited to a maximum or established 
to be not less than a minimum where all the liqui- 
dation entitlement is determinable solely by refer- 
ence to the liquidation entitlement of another 
share of the capital stock of the corporation, or of 
another corporation that controls the corporation, 
where the liquidation entitlement of that other 
share is not described in subparagraph (1)(a)(ii). 


(ii) made or arranged for a loan or payment, | (4) For the purposes of paragraphs (1)(c) and (e), an 


(iii) transferred ‘property, or 


agreement entered into between the first holder of a 
share and another person or partnership for the sale 


(iv) otherwise conferred a benefit by any | of the share to that other person or partnership for its 

means whatever, including the payment of a | fair market value at the time the share is acquired by 

dividend, the other person or partnership (determined without 
for the purpose of assisting any person or partner- | regard to the agreement) shall be deemed not to be 
ship in acquiring the share or any person or part- | an undertaking with respect to the share. 


nership in acquiring an interest in a partnership 
acquiring the share (otherwise than by reason of 
an excluded obligation in relation to the share); or 
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(5). For the purposes. of section 6202 and this section, 


“excluded obligation’’, in ‘relation to.a share issued 


Part LXIJ — Prescribed Securities,and Shares 


by a corporation, means 
(a) an obligation of the corporation 


(i) with respect to eligibility for, or the 
amount of, any assistance under the Canadian 

Exploration and Development Incentive Pro- 
gram Act, the Canadian Exploration Incentive 
Program Act, the Ontario Mineral Explora- 
tion Program Act, 1989, Statutes of Ontario 
1989,.c. 40, or the Mineral Exploration Incen- 
tive Program Act (Manitoba), Statutes of 
Manitoba 1990-91, c. 45;,or 


(ii) with respect to the making of an election 
respecting such assistance and the flowing out 
of such assistance to the holder of the share in 
accordance with any of those Acts, and 


“-(b) an obligation of any person or partnership to 
effect an undertaking to indemnify a holder of the 
share’ or, where the holder is a partnership, a 
member thereof, for an amount not exceeding the 
amount of any tax payable under the’ Act or the 
laws of a province by the holder or the member 
of the partnership, as the case may be, as a conse- 
quence of 


(i) the failure of the corporation to renounce 
an amount to the holder in respect of the 
share, or | 


(ii) a reduction, pursuant to subsection 
66(12.73) of the Act, of an amount renounced 
to the holder in respect of the share; 


“new share” means a share of the capital stock of a 
corporation issued after June 17, 1987, other than a 
share issued at a particular time before 1989 


(a) pursuant to an agreement in writing entered 
into. before June 18, 1987, 


(b) as part of a distribution of shares to the public 
made in accordance with the terms of a prospec- 
tus, preliminary prospectus, registration state- 
ment, offering memorandum. or notice, required 
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by law to be filed before distribution of the shares 
begins, filed before June. 18, 1987, with a public 
authority in Canada in accordance with the secur- 
ities legislation of the province in which. the, 
shares were distributed, or 0 TEE 


(c) to a partnership in which interests were issued 
as part of a distribution to the public made in ac- 
‘cordance with the terms of a prospectus, prelimi- 
nary prospectus, registration statement, offering 
memorandum or notice, required’ by law to be 
filed before distribution of the interests begins, 
filed before June 18, 1987 with a public authority 
in Canada in accordance with:the securities legis- 
lation of the province in which the interests were 
distributed,,where all interests in the partnership 
issued at or before the particular time were issued 
as part of the distribution or prior to the begin- 
ning of the distribution; __ 


“specified person’, in relation to any particular per- 
son, means another person with whom the particular 
person does not deal at arm’s length or any partner- 
ship or trust of which the particular person or the 
other person is a member or beneficiary, 
respectively. fli 


Related Provisions: ITA 96(2.2)(d)(vii) — Exclusion from lim- 
ited partnership at-risk rules; ITA 143.2(3)(b)Gv) — Exclusion from 
tax shelter at-risk adjustments. 


History: Subpara. (a)(i) of “excluded obligation” substituted by 
P.C. 1994-618,-s..1, April 21, 1994, Canada Gazette; Part II, May 4, 
1994, applicable to shares. issued after February 1992. 


Subparas.°(a)(i), (ii) of “excluded obligation” amended: by 12M 
1991-2475, s. 1, December 12, 1991, Canada Gazette, Part II, Janu- 
ary 1, 1992, applicable in respect. of. shares issued after May 3, 
1990. 


S. 6202.1 added by P.C. 1990-51, s. 2, January 18, 1990, Canada 
Gazette, Part II, January 31, 1990. Paras. 6202.1(2)(a) and (b) are 
applicable in respect of shares issued after December 15, 1987, 
other'than a share issued at a particular time 


(a) pursuant to an agreement in writing entered into before De- 
cember 16, 1987; 


(b) as part of a distribution of shares to the public made in ac- 
cordance with the terms of a prospectus, preliminary prospec- 
tus, registration statement, offering memorandum or notice, re- 
quired by law to be filed before distribution of the shares 
begins, filed before December 16, 1987 with a public authority 
in Canada in accordance with the ‘securities legislation of the 
‘province in which the shares were distributed; or 


(c) to a partnership in which interests were issued as part of a 
distribution to the public made in accordance with the terms of 
a prospectus, preliminary prospectus, registration statement, of- 
fering memorandum or: notice, required by law to be filed 
before distribution of the interests begins, filed before Decem- 
ber 16, 1987 with a public authority in Canada in accordance 
with the securities legislation of the province in which the inter- 
ests were distributed, where all interests in the partnership is- 
. sued at or before the particular time were issued as part of the 
distribution or prior to the beginning of the distribution. 


The remainder of s. 6202.1 is applicable in respect of shares issued 
after June 17, 1987. 


Interpretation Bulletins: IT-503: Exploration and development 
shares. 
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6203. (1) For the purposes of subsection 192(6) of 
the Act, a prescribed share of the capital stock of a 
taxable Canadian corporation is a share (other than a 
share acquired by a taxpayer under circumstances re- 
ferred to in section 66.3 of the Act, a share acquired 
as consideration for a disposition of property in re- 
spect of which an election was made under subsec- 
tion 85(1) or (2) of the Act and a share that can be 
considered to have been issued, directly or indi- 
rectly, for consideration that includes other shares of 
the capital stock of the corporation) where, at the 
time it is issued, 

(a) under the terms or conditions of the share or 

any agreement in respect of the share or its issue, 


(i) the amount of the dividends (in this section 
referred to as the “dividend entitlement”) that 
the corporation may declare or pay on the 
share is not limited to a maximum amount or 
fixed at a minimum amount at that time or any 
time thereafter by way. of a formula or 
otherwise, 


(ii) the amount (in this section referred to as 
the “liquidation entitlement”) that the holder 
of the share is entitled to receive on the share 
on the dissolution, liquidation or winding-up 
of the corporation is not limited to a maxi- 
mum amount or fixed at a minimum amount 
by way of a formula or otherwise, 


(iii) the share cannot be converted into any 
other security, other than into another security 
of the corporation that would, if it were issued 
for consideration that does not include other 
shares of the capital stock of the corporation, 
be a prescribed share, 


a dividend, 


that may reasonably be considered to be, di- 
rectly or indirectly, a repayment or return by 
the corporation or a specified person in rela- 
tion to the corporation of all or part of the 
consideration for which the share was issued, 


(vii) neither the corporation nor any specified 
person in relation to the corporation has, ei- 
ther absolutely or contingently, the right or 
obligation to redeem, acquire or cancel, at that 
time or at any time thereafter, the share in 
whole or in part other than for an amount that 
approximates the fair market value of the 
share (determined without reference to any 
such right or obligation), and 


(vili) no person or partnership has, either ab- 
solutely or contingently, an obligation to pro- 
vide, at that time or at any time thereafter, any 
form of undertaking with respect to the share 
(including any guarantee, security, indemnity, 
covenant or agreement and including the lend- 
ing of funds to or the placing of amounts on 
deposit with, or on behalf of, the holder of the 
share or any specified person in relation to 
holder) that may reasonably be considered to 
have been given to ensure that 


(A) any loss that the holder of the share 
may sustain by virtue of the holding, own- 
ership or disposition of the share is limited 
in any respect, or 


(B) the holder of the share will derive 
earings by virtue of the holding, owner- 
ship or disposition of the share; 


(iv) the holder of the share cannot at that time 
or at any time thereafter cause the share to be 
redeemed, acquired or cancelled by the corpo- 
ration or any specified person in relation to 
the corporation, except where the redemption, 
acquisition or cancellation is required pursu- 
ant to a conversion that is not prohibited by 
subparagraph (iii), 

(v) no person or partnership has, either abso- 
lutely or contingently, an obligation to reduce, 
or to cause the corporation to reduce, at that 
time or at any time thereafter, the paid-up cap- 
ital in respect of the share, except where the 
reduction is required pursuant to a conversion 
that is not prohibited by subparagraph (iii), 
(vi) no person or partnership has, either abso- 
lutely or contingently, an obligation at that 
time or at any time thereafter to 


(A) provide assistance to acquire the share, 
(B) make a loan or payment, 
(C) transfer property, or 


(D) otherwise confer a benefit by any 
means whatever, including the payment of 
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(b) the corporation or a specified person in rela- 
tion to the corporation cannot reasonably be ex- 
pected to, within two years after the time the 
share is issued, 


(1) acquire or cancel the share in whole or in 
part, 


(ii) reduce the paid-up capital of the corpora- 
tion in respect of the share, or 


(iii) make a payment, transfer or other provi- 
sion, directly or indirectly, by way of a divi- 
dend, loan, purchase of shares, financial assis- 
tance to any purchaser of the share or in any 
other manner whatever, that may reasonably 
be considered to be a repayment or return of 
all or part of the consideration for which the 
share was issued 


otherwise than as a consequence of the payment 
of a dividend paid by a subsidiary wholly-owned 
corporation to its parent, of an amalgamation of a 
subsidiary wholly-owned corporation or of a 
winding-up to which subsection 88(1) of the Act 
applies; 

(c) no person or partnership can reasonably be 
expected to provide, within two years after the 
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time the share is issued, any form of undertaking 
with respect to the share (including any guaran- 
tee, security, indemnity, covenant or agreement 
and including the lending of funds to, or the plac- 
ing of amounts on deposit with, or on behalf of, 
the holder of the share or any specified person in 
relation to the holder); and 


“specified person”, in relation to a corporation or a 
holder of a share, as the case may be (in this subsec- 
tion referred to as the “‘taxpayer’’), means any person 
or partnership with whom the taxpayer does not deal 
at arm’s length or any partnership or trust of which 
the taxpayer (or a person or partnership with whom 
the taxpayer does not deal at arm’s length) is a mem- 
ber or beneficiary, respectively. 

History: S. 6203 added by P.C. 1986-2770, s. 8; December 11, 


1986, Canada Gazette, Part II, December 24, 1986, effective from 
May 23, 1985. 


(d) it cannot reasonably be expected that any of 
the terms or conditions of the share or any ex- 
isting agreement in respect of the share or its is- 
‘sue will thereafter be modified or amended, or 
that any néw agreement in ‘respect of the share or 
its issue will be entered into, within two years af- 
ter the time the share is issued, in such a manner 
that the share would not be a prescribed share if it 
had béen issued at the time of such modification 


6204. (1) For the purposes of paragraph 110(1)(d) of 
the Act, a share is a prescribed share of the capital 
stock of a corporation at the time of its sale or issue, 
as the case may be, where, at that time, 


or amendment or at the time the new agreement 
is entered into. 


(2) For the purposes of subsection (1), 


(a) the dividend entitlement of a share of the cap- 
- ital.stock of a corporation shall be deemed not to 
be limited to.a maximum-.amount.or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the divi- 
dend entitlement is determinable by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(); 


(b) the. liquidation entitlement of a share of the 
capital stock of a corporation. shall be deemed not 
to be limited to a maximum. amount or fixed at a 
minimum. amount where it. may reasonably be 
considered that all or substantially all-of the liqui- 
dation entitlement is determinable. by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(i); 


(c) where a corporation has merged or amalga- 
mated with one or more other corporations, the 
corporation formed as a result of the merger or 
amalgamation shall be deemed to be the same 
corporation as, and a continuation of, each of its 
predecessor corporations and a share issued on 
the merger or amalgamation as consideration for 
another share shall be deemed to be the same 
share as the share for which it was issued but this 
paragraph does not apply if the share issued on 
the merger or amalgamation is not a prescribed 
share at the time of its issue; and 


(d) an agreement entered into between the first 
purchaser of a share and another person or part- 
nership, other than a specified person in relation 
to the corporation issuing the share, for the sale 
of the share to that other person or partnership 
shall be deemed not to be an undertaking with re- 
spect to the share. 


(3) For the purposes of subsections (1) and (2), 
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(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) the amount of the dividends (in this section 
referred to as the “dividend entitlement”) that 
the corporation may declare or pay on the 
share is not limited to a maximum amount or 
fixed at a minimum amount at that time or at 
any time thereafter by way of a formula or 
otherwise, 


(ii) the amount (in this section referred to as 
the “liquidation entitlement’’) that the holder 
of the, share is entitled to receive on the share 
on the dissolution, liquidation or winding-up 
of the corporation is not limited to a maxi- 
mum, amount or fixed at a minimum amount 
by way of a formula or otherwise, 


(iii) ‘the share cannot be converted into any 
other security, other than into another security 
of the corporation or of another corporation 
with which it does not deal at arm’s length 
that is, or would be at the date of conversion, 
a prescribed share, 


(iv) the holder of the share cannot at that time 
or at any time thereafter cause the share to be 
redeemed, acquired or cancelled by the corpo- 
ration Or any specified person in relation to 
the corporation, except where the redemption, 
acquisition or cancellation is required pursu- 
ant to a conversion that is not prohibited by 
subparagraph (iii), 

(v) no person or partnership has, either abso- 
lutely or Contingently, an obligation to reduce, 
or to cause the corporation to reduce, at that 
time or at any time thereafter, the paid-up cap- 
ital in respect of the share, except where the 
reduction is required pursuant to a conversion 
that is not prohibited by subparagraph (iil), 
and 

(vi) neither the corporation nor any specified 
person in relation to the corporation has, ei- 
ther absolutely or contingently, the right or 
obligation to redeem, acquire or cancel, at that 
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time or at any time thereafter, the share in 
whole or in part other than for an amount that 
approximates the fair market value of the 
share (determined without reference to any 
such right or obligation); 


(b) the corporation or a specified person in rela- 
tion to the corporation cannot reasonably be ex- 
pected to, within two years after the time the 
share is sold or issued, as the case may be, 


(i) redeem, acquire or cancel the share in 
whole or in part, or 


(ii) reduce the paid-up capital of the corpora- 
tion in respect of the share; and 


(c) it cannot reasonably be expected that any of 
the terms or conditions of the share or any ex- 
isting agreement in respect of the share or its sale 
or issue will be modified or amended, or that any 
new agreement in respect of the share, its sale or 
issue will be entered into, within two years after 
the time the share is sold or issued, in such a 
manner that the share would not be a prescribed 
share if it had been sold or issued at the time of 
such modification or amendment or at the time 
the new agreement is entered into. 


(2) For the purposes of subsection (1), 


(a) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the divi- 
dend entitlement is determinable by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(i); 

(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the liqui- 
dation entitlement is determinable by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(ii); and 

(c) the determination of whether a share of the 
capital stock of a corporation is a prescribed 
share shall be made without reference to a right 
or obligation to redeem, acquire or cancel the 
share or to cause the share to be redeemed, ac- 
quired or cancelled where 


(i) the share was issued pursuant to an em- 
ployee share purchase agreement (in this para- 
graph referred to as “the agreement”) to an 
employee (in this paragraph referred to as “the 
holder’) of the corporation or of another cor- 
poration with which the corporation was not 
dealing at arm’s length, 


(ii) the holder was dealing at arm’s length 
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with each corporation referred to in subpara- 
graph (i) at the time the share was issued, and 


(iii) having regard to all the circumstances, in- 
cluding the terms of the agreement, it can rea- 
sonably be considered that 


(A) the amount payable on the redemption, 
acquisition or cancellation (in this clause 
and in clause (B) referred to as the “acqui- 
sition”) of the share will not exceed 


(I) the adjusted cost base to the holder 
of the share immediately before the ac- 
quisition, where the acquisition was 
provided for in the agreement and the 
principal purpose for its provision was 
to protect the holder against any loss in 
respect of the share, or 


(II) the fair market value of the share 
immediately before the acquisition, 
where the acquisition was provided for 
in the agreement and the principal pur- 
pose for its provision was to provide 
the holder with a market for the share, 
and 


(B) no portion of the amount payable on 
the acquisition of the share is directly de- 
terminable by reference to the profits of 
the corporation, or of another corporation 
with which the corporation does not deal at 
arm’s length, for all or any part of the pe- 
riod during which the holder owned the 
share or had a right to acquire the share, 
unless the reference to the profits of the 
corporation or the other corporation is only 
for the purpose of determining the fair 
market value of the share pursuant to a 
formula set out in the agreement. 


(3) For the purposes of subsection (1), “specified 
person”, in relation to.a corporation, means any per- 
son or partnership with whom the corporation does 
not (otherwise than because of a right referred to in 
paragraph 251(5)(b) of the Act that arises as a result 
of an offer by the person or partnership to acquire all 
or substantially all of the shares of the capital stock 
of the corporation) deal at arm’s length or any part- 
nership or trust of which the corporation (or a person 
or partnership with whom the corporation does not 
deal at arm’s length) is a member. or beneficiary, 
respectively. 


History: Subparas. 6204(1)(b)(i), subsec. 6204(3) amended, para. 
6204(2)(c) added, by P.C. 1994-618, subsecs. 2(1), (3), and (2) re- 
spectively, April 21, 1994, Canada Gazette, Part Il, May 4, 1994, 
applicable to 1985 et seg. 


S. 6204 added by P.C. 1986-2770, s. 8, December 11, 1986, Canada 
Gazette, Part II, December 24, 1986, effective from May 23, 1985. 


Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options; IT-171R2: Non-resident individuals — computation 
of taxable income earned in Canada and non-refundable tax credits. 
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6205. (1) For the purposes of subsections 110.6(8) 
and (9) of the Act and subject to subsection (3), a 
prescribed share is a share of the capital stock of a 
corporation where 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) at the time the share is issued, 


(A) the amount of the dividends (in this 
section referred to as the “dividend entitle- 
ment”) that the corporation may declare or 
pay on the share is not limited to a maxi- 
mum amount or fixed at a minimum 
amount at that time or at any time thereaf- 
ter by way of a formula or otherwise, 


(B) the amount (in this section referred to 
as the “liquidation entitlement”) that the 

~ holder of the share is entitled to receive on 
the share on the dissolution, liquidation or 
winding-up of the corporation is not lim- 
ited to a maximum amount or fixed at a 
minimum amount by way of a formula or 
otherwise, 


(C) the share cannot be converted into any 
other security, other than into another se- 
curity of the corporation that is, or would 
be at the date of conversion, a prescribed 
share, 


(D) the holder of the share does not, at that 
time or at any time thereafter, have the 
right or obligation to cause the share to be 
redeemed, acquired or cancelled by the 
corporation or a specified person in rela- 
tion to the corporation, except where the 
redemption, acquisition or cancellation is 
required pursuant to a conversion that is 
not prohibited by clause (C), 


(E) no person or partnership has, either ab- 
solutely or contingently, an obligation to 
reduce, or to cause the corporation to re- 
duce, at that time or at any time thereafter, 
the paid-up capital in respect of the share, 
otherwise than by way of a redemption, ac- 
quisition or cancellation of the share that is 
not prohibited by this section, 


(F) no person or partnership has, either ab- 
solutely or contingently, an obligation 
(other than an excluded obligation in rela- 
tion to the share, as defined in subsection 
6202.1(5)) at that time or any time thereaf- 
ter to 


(I) provide assistance to acquire the 
share, 


(II) make a loan or payment, 
(111) transfer property, or 


(IV) otherwise confer a benefit by any 
means whatever, including the payment 
of a dividend, 


that may reasonably be: considered to be, 
directly or indirectly, a repayment or re- 
turn by the corporation or a specified per- 
son in relation to the corporation of all or 
part of the consideration for which the 
share. was issued, and 


(G) neither the corporation nor any speci- 
fied person in relation to the corporation 
has, either absolutely or contingently, the 
right or obligation to redeem, acquire or 
cancel, at that time or at any time thereaf- 
ter, the share in whole or in part, except 
where the redemption, acquisition or can- 
cellation is required pursuant to a conver- 
sion that is not prohibited by clause (C), 


(ii) no person or partnership has, either abso- 
lutely or contingently, an obligation (other 
than an excluded obligation in relation to the 
share, as defined in subsection 6202.1(5)) to 
provide, at any time, any form of undertaking 
with respect to the share (including any guar- 
antee, security, indemnity, covenant or agree- 
ment and including the lending of funds to or 
the placing of amounts on deposit with, or on 
behalf of, the holder of the share or any speci- 
fied person in relation to that holder) that may 
reasonably be considered to have been given 
to ensure that 


(A) any loss that the holder of the share 
may sustain by virtue of the holding, own- 
ership or disposition of the share is limited 
in any respect, or 


(B) the holder of the share will derive 
earnings by virtue of the holding, owner- 
ship or disposition of the share; and 


(b) at the time the share is issued, it cannot rea- 
sonably be expected, having regard to all the cir- 
cumstances, that any of the terms or conditions of 
the share or any existing agreement in respect of 
the share or its issue will thereafter be modified 
or amended or that any new agreement in respect 
of the share or its issue will be entered into, in 
such a manner that the share would not be a pre- 
scribed share if it had been issued at the time of 
such modification or amendment or at the time 
the new agreement is entered into. 


(2) For the purposes of subsections 110.6(8) and (9) 
of the Act and subject to subsection (3), a prescribed 
share is a share of the capital stock of a particular 
corporation where 


(a) it is a particular share that is owned by a per- 
son and that was issued by the particular corpora- 
tion as part of an arrangement to that person, to a 
spouse or parent of that person or, where the per- 
son is a trust described in paragraph 104(4)(a) of 
the Act, to the person who created the trust or by 
whose will the trust was created or, where the 
person is a corporation, to another person owning 
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all of the issued and outstanding shares of the 
capital stock of the corporation or to a spouse or 
parent of that other person, and 


(i) the main purpose of the arrangement was 
to permit any increase in the value of the 
property of the particular corporation to ac- 
crue to other shares that would; at the time of 
their issue, be prescribed shares if this section 
were read without reference to this subsection, 
and 


(ii) at the time of the issue of the particular 
share or at the end of the arrangement, 


(A) the other shares were owned by 


(1) the person to whom the particular 
share was issued (in this paragraph re- 
ferred to as the “original holder’), 


(Il) a person who did not deal at arm’s 
length with the original holder, 


(II) a trust none of the beneficiaries of 
which were persons other than the orig- 
inal holder or a person who did not deal 
at arm’s length with the original holder, 
or 


(IV) any combination of persons de- 
scribed in subclause (1), (II) or (IID, 


(B) the other shares were owned by em- 
ployees of the particular corporation or of 
a corporation controlled by the particular 
corporation, or 


(C) the other shares were owned by any 
combination of persons each of whom is 
described in clause (A) or (B); or 


(b) it is a share that was issued by a mutual fund 
corporation. 


(3) For the purposes of subsections 110.6(8) and (9) 
of the Act, a prescribed share does not include a 
share of the capital stock issued by a mutual fund 
corporation (other than an investment corporation) 
the value of which can reasonably be considered to 
be, directly or indirectly, derived primarily from in- 
vestments made by the mutual fund corporation in 
one or more corporations (in this subsection referred 
to as an “investee corporation”) connected with it 
(within the meaning of subsection 186(4) of the Act 
on the assumption that the references in that subsec- 
tion to “payer corporation” and “particular corpora- 
tion” were read as references to “investee corpora- 
tion” and “mutual fund corporation’, respectively). 


(4) For the purposes of this section, 


(a) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that 


(i) all or substantially all of the dividend enti- 
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tlement is determinable by reference to the 
dividend entitlement of another share of the 
capital stock of the corporation that meets the 
requirements of clause (1)(a)(i)(A), or 


(11) the dividend entitlement cannot be such as 
to impair the ability of the corporation to re- 
deem another share of the capital stock of the 
corporation that meets the requirements of 
paragraph (2)(a); 
(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the liqui- 
dation entitlement is determinable by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of clause (1)(a)(i)(B); 


(c) where two or more corporations (each of 
which is referred to in this paragraph as a “prede- 
cessor corporation”) have merged or amalga- 
mated, the corporation formed as a result of the 
merger or amalgamation (in this paragraph re- 
ferred to as the “new corporation’) shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each of the predecessor corporations 
and a share of the capital stock of the new corpo- 
ration issued on the merger or amalgamation as 
consideration for a share of the capital stock of a 
predecessor corporation shall be deemed to be the 
same share as the share of the predecessor corpo- 
ration for which it was issued, but this paragraph 
does not apply if the share issued on the merger 
or amalgamation is not a prescribed share at the 
time of its issue and either 


(i) the terms and conditions of that share are 
not identical to those of the share of the prede- 
cessor corporation for which it was issued, or 


(i1) at the time of its issue the fair market 
value of that share is not the same as that of 
the share of the predecessor corporation for 
which it was issued; 


(d) a reference in clauses (1)(a)(i)(D) and (G) and 
subparagraph (1)(a)(ii) to a right or obligation of 
the corporation or a person or partnership does 
not include a right or obligation provided in a 
written agreement among shareholders of a pri- 
vate corporation owning more than 50% of its is- 
sued and outstanding share capital having full 
voting rights under all circumstances to which the 
corporation, person or partnership is a party un- 
less it may reasonably be considered, having re- 
gard to all the circumstances, including the terms 
of the agreement and the number and relationship 
of the shareholders, that one of the main reasons 
for the existence of the agreement is to avoid or 
limit the application of subsection 110.6(8) or (9) 
of the Act; 
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(e) where at any particular time after November 
21, 1985, the terms or conditions of a share are 
changed or any existing agreement in respect 
thereof is changed or a new agreement in respect 
of the share is entered into, the share shall, for the 
purpose of determining whether it is a prescribed 
share, be deemed to have been issued at that par- 
ticular time; and 


(f) the determination of whether a share of the 
capital stock of a corporation is a prescribed 
share for the purposes of subsection (1) shall be 
made without reference to a right or obligation to 
redeem, acquire or cancel the share or to cause 
the share to be redeemed, acquired or cancelled 
where 


(i) the share was issued pursuant to an em- 
ployee share purchase agreement (in this para- 
graph referred to as “the agreement”) to an 
employee (in this paragraph referred to as “the 
holder”) of the corporation or of a corporation 
with which it did not deal at arm’s length, 


(ii) the holder was dealing at arm’s length 
with each corporation referred to in subpara- 
graph (i) at the time the share was issued, and 


(iii) having regard to all the circumstances in- 
cluding the terms. of the agreement, it may 
reasonably be considered that 


(A) the amount payable on the redemption, 
acquisition or cancellation (in this clause 
and in clause (B) referred to as the “acqui- 
sition”) of the share will not exceed 


(1) the adjusted cost base of the share to 
the holder immediately before the ac- 
quisition, where the acquisition was 
provided for in the agreement and the 
principal purpose for its provision was 
to protect the holder against any loss in 
respect of the share, or 


(Il) the fair market value of the share 
immediately before the acquisition, 
where the acquisition was provided for 
in the agreement and the principal pur- 
pose for its provision was to provide 
the holder with a market for the share, 
and 


(B) no portion of the amount payable on 
the acquisition of the share is directly de- 
terminable by reference to the profits of 
the corporation, or of another corporation 
with which it does not deal at arm’s length, 
for all or any part of the period during 
which the holder owned ‘the share or had a 
right to acquire the share, unless the refer- 
ence to the profits of the corporation or the 
other corporation is only for the purpose of 
determining the fair market value of the 
share pursuant to a formula set out in the 
agreement. 
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(5) For the purposes of this section, “specified per- 
son”, in relation to a corporation or a holder of a 
share, as the case may be (in this subsection referred 
to as the “taxpayer’’), means any person or partner- 
ship with whom the taxpayer does, not deal at arm’s 
length or any partnership or trust of which the tax- 
payer (or a person or partnership with whom the tax- 
payer does not deal at arm’s length) is a member or 
beneficiary, respectively. 

History: All that portion of subsec. 6205(2). preceding subpara. 
(a)(ii) amended by P.C. 1994-618, subsec...3(1), April 21, 1994, 
Canada Gazette, Part Il, May 4, 1994, applicable to 1985 et seq., 
except that for taxation years ending before May 5, 1994, the refer- 


ence in subpara. 6205(2)(a)(i) to “without reference to this subsec- 
tion” shall be read as “without reference to this paragraph”. 


Cl. 6205(2)(a)(ii)(B) amended, and cl. (C) added, by P.C. 1994-618, 
subsec. 3(3), April 21, 1994, Canada Gazette, Part Il, May 4, 1994, 
applicable to 1985 et seq. 


Para. 6205(4)(c) amended by the said P.C. 1994-618, subsec. 3(4), 
applicable to mergers and amalgamations occurring after 1984. 


Cl. 6205(1)(a)(i)(F) and subpara. (1)(a)Gi) amended by ’P.C. 1991- 
2475, s. 2, December 12, 1991, Canada Gazette, Part II, January 1, 
1992, applicable after June 17, 1987. 


Paras. 6205(2)(a), (b) substituted for (a) to (c), and subpara. 
6205(4)(a)(Gi) amended, by P.C. 1990-1838, subsees. 1(1), (2), Au- 
gust 28, 1990, Canada Gazette, Part II, September 12, 1990, appli- 
cable to 1985 ef seq. 


Para. 6205(4)(f) added by subsec. 1(3) of the said P.C. 1990-1838, 
applicable after November 27, 1986. 


S. 6205 added by P.C. 1986-2770, s. 8, December 11, 1986, Canada 
Gazette, Part Il, December 24, 1986, applicable to 1985 et seq. 


6206. The Class I Special Shares of Reed Stenhouse 
Companies Limited, issued before January 1, 1986, 
are prescribed for the purposes of subsection 84(8) 
of the Act. 

History: S. 6206 added by P.C. 1986-2770, io 8, December 11, 
1986, Canada Gazette, Part Il, December 24, 1986, effective from 
May 23, 1985. : . 


6207. (1) For the purposes of paragraph 183.1(4)(c) 
of the Act (as it read in its application to transactions 
entered into before September 13, 1988), a share is a 
prescribed share of the capital stock of an acquiring 
corporation where, at the time the share is issued 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) the amount of the dividends (in this section 
referred to as the “dividend entitlement”) that 
the corporation may declare or pay on the 
share is not limited to a maximum amount or 

- fixed at a minimum amount at that time or at 
any time thereafter by way of a formula or 
otherwise, 


(ii) the amount (in this section referred to as 
the “liquidation entitlement”) that the holder 
of the share is entitled to receive on the share 
on the dissolution, liquidation or winding-up 
of the corporation is not limited to a maxti- 
mum amount or fixed at a minimum amount 
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by way of a formula or otherwise, 


(iii) the share cannot be converted into any 
other security, other than into another security 
of the corporation or of another corporation 
with which it does not deal at arm’s length 
that is, or would be at the date of conversion, 
a prescribed share, 


(iv) the holder of the share does not, at that 
time or at any time thereafter, have the right 
or obligation to cause the share to be re- 
deemed, acquired or cancelled by the corpora- 
tion or any specified person in relation to the 
corporation, except where the redemption, ac- 
quisition or cancellation is required pursuant 
to a conversion that is not prohibited by sub- 
paragraph (iii), 
(v) no person or partnership has, either abso- 
lutely or contingently, an obligation to reduce, 
~ or to cause the corporation to reduce, at that 
time or at any time thereafter, the paid-up cap- 
ital in respect of the share, otherwise than by 
way of a redemption, acquisition or cancella- 
tion of the share that is not prohibited by this 
section, and 


(vi) neither the corporation nor any specified 
person in relation to the corporation has, ei- 
ther absolutely or contingently, the right or 
obligation to redeem, acquire or cancel, at that 
time or at any time thereafter, the share in 
whole or in part, except where the redemp- 
tion, acquisition or cancellation is required 
pursuant to a conversion that is not prohibited 
by subparagraph (iii); and 
(b) it cannot reasonably be expected, having re- 
gard to all the circumstances, that any of the 
terms or conditions of the share or any existing 
agreement in respect of the share or its issue will 
be modified or amended, or that any new agree- 
ment in respect of the share or its issue will be 
entered into, in such a manner that the share 
would not be a prescribed share if it had been is- 
sued at the time of such modification or amend- 
ment or at the time the new agreement is entered 
into. 


(2) For the purposes of this section, 


(a) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all the divi- 
dend entitlement is determinable by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(i); 

(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 


Income Tax Regulations 


considered that all or substantially all of the liqui- 
dation entitlement is determinable by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(ii); 

(c) where at any particular time after June 3, 
1987, the terms or conditions of a share are 
changed or any existing agreement in respect of 
the share is changed or a new agreement in re- 
spect of the share is entered into, the share shall, 
for the purpose of determining whether it is a pre- 
scribed share, be deemed to have been issued at 
that particular time; 


(d) the determination of whether a share of the 
capital stock of a corporation owned by an em- 

_ ployee of the corporation or another corporation 
with which it does not deal at arms’ length is a 
prescribed share shall be made without reference 

toa right or obligation with respect to an acquisi- 
tion of the share, the consideration for which is 
described in subparagraph 183.1(4)(c)(i) or (ii) of 
the Act (as those subparagraphs read in their ap- 
plication to transactions entered into before Sep- 
tember 13, 1988) where no portion of the amount 
payable on the acquisition of the share is directly 
determinable by reference to the profits of the 
corporation or the other corporation for all or any 
part of the period during which the employee 
owned. the share or had a right to acquire the 
share, unless the reference to the profits of the 
corporation or the other corporation is only for 
the purpose of determining the fair market value 
of the share pursuant to a formula set out in the 
employee share purchase agreement under which 
the employee acquired the share; and 


(€) a reference in subparagraphs (1)(a)(iv) and 
(vi) to a right or obligation of the corporation or a 
person or partnership does not include a right or 
obligation provided in a written agreement 
among shareholders of a private corporation own- 
ing more than 50% of its issued and outstanding 
share capital having full voting rights under all 
circumstances to which the corporation, person or 
partnership is a party unless it may reasonably be 
considered, having regard to all the circum- 
stances including the terms of the agreement and 
the number and relationship of the shareholders, 
that one of the main reasons for the existence of 
the agreement is to avoid or limit the application 
of subsection 183.1(1) of the Act. 


(3) For the purposes of subsection (1), “specified 
person” in relation to a corporation means any per- 
son or partnership with whom the corporation does 
not deal at arm’s length or any partnership or trust of 
which the corporation (or a person or partnership 
with whom the corporation does not deal at arm’s 
length) is a member or beneficiary, respectively. 


History: That portion of s. 6207 preceding para. (a) amended by 
P.C. 1992-2335, Sch. II, s. 14, November 19,.1992,Canada Ga- 
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zette, Part Il, December 2, 1992, applicable after November 27; 
1986. 


S. 6207 added by P.C. 1990-1838, s. 2, August 28, 1990, Canada 
Gazette, Part II, September 12, 1990, applicable after November 27, 
1986, except that it does not apply with respect to transactions en- 
tered into. on or after September 13, 1988, other than transactions 
that are part of a series of transactions, determined without refer- 
ence to subsection 248(10) of the Income Tax Act, commencing 
before September 13, 1988 and completed before 1989. 


6208. (1). For the purposes’ of clause 


212(1)(b)(vii)(E) of the Act, a prescribed, security | 


with respect to an obligation of a corporation is 


(a) a share of the capital stock of the corporation 
‘unless . 


(i) under the terms and conditions of the 

- share, any agreement relating to the share or 
any modification of such terms, conditions or 
agreement, the corporation or a specified per- 
son in relation to the corporation is or may, at 
any. time within 5 years after. the date of the 
issue of the obligation, be required to redeem, 
acquire or cancel, in whole, or.in part, the 
share (unless the share is or may be required 
to be redeemed, acquired or cancelled by rea- 
son only of a right to convert the share into, or 
exchange the share for, another share of the 
corporation that, if issued, would be a pre- 
scribed security) or to reduce its paid-up 
capital, 


(ii) as. a. result of the modification or establish- 
ment of the terms or conditions of the share or 
the changing or entering into of any agree- 
ment in-respect of the share, the corporation 
or a specified person in.relation to. the corpo- 
ration may, within 5 years after the date of the 
issue of the obligation, reasonably be ex- 
pected to redeem, acquire or cancel, in whole 
or in part, the share (unless the share is or may 
be required to be redeemed, acquired or can- 
celled by reason only of a right to convert the 
share into, or exchange the share for, another 
share of the corporation that, if issued, would 
be a prescribed security) or to reduce its paid- 
up capital, or 


(iii) as a result of the terms or conditions of 
the share or any agreement entered into by the 
corporation or a specified person in relation to 
the corporation or any modification of such 
terms, conditions or agreement, any person is 
required, either absolutely or contingently, 
within 5 years after the date of the issue of the 
obligation, to effect any undertaking, includ- 
ing any guarantee, covenant or agreement to 
purchase or repurchase the share, and includ- 
ing a loan of funds to or the placing of 
amounts on deposit with, or on behalf of, the 
shareholder ora specified person in relation to 
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the shareholder given 


(A) to ensure that any loss that the share- 
holder or a specified person in relation to 

the shareholder may sustain, by reason of 

the ownership, holding or disposition of 

the share or any other property, is limited 
‘in any respect, and 


(B), as part of a transaction or event or se- 

ries of transactions or events that included 

the issuance or acquisition of the 

_ obligation, 

and for the purposes of this subparagraph, 
where such an undertaking in respect of a 
share is given at any particular time after the 
date of the issue of the obligation, the obliga- 
tion shall be deemed to have been issued at 
the particular time and the undertaking shall 
be deemed to have been given as part of a se- 
ries of transactions that included the issuance 
or acquisition of the obligation, and 


(b) a right or warrant to acquire a share: of the 
capital stock of the corporation that would, if is- 
sued, be a prescribed security with respect to the 
obligation, 


where all the consideration receivable upon a con- 
version or exchange of the obligation or the pre- 
scribed security, as the case may be, is a share of the 
capital stock of the corporation described in para- 
graph (a) or a right or warrant described in paragraph 
(b), or both, as the case may be. 


Interpretation Bulletins: IT-361R3: Exemption from Part XIII 
tax on interest payments to non-residents. 


(2) For the purposes of this section, where a taxpayer 
may become entitled upon the conversion or ex- 
change of an obligation or a prescribed security to 
receive consideration in lieu of a fraction of a share, 
that consideration shall be deemed not to be consid- 
eration unless it may reasonably be considered to be 
receivable as part of a series of transactions or events 
one of the main purposes of which is to avoid or 
limit the application of Part XIII of the Act. 


(3) In this section, “specified person”, in relation to a 
corporation or a shareholder, means any person with 
whom the corporation or the shareholder, as the case 
may be, does not deal at arm’s length or any partner- 
ship or trust of which the corporation or the share- 
holder, as the case may be, or the person is a mem- 
ber or beneficiary, respectively. 

History: S. 6208 added by P.C. 1990-854, s. 1, May 10, 1990, 
Canada Gazette, Part Il, May 23, 1990, applicable after December 
19, 1986. " 


6209. For the purposes of the definition “lending as- 
set” in subsection 248(1) of the Act, 


(a) a share owned bya bank is.a prescribed share 
for a taxation year where it is a preferred share of 
the capital stock of a corporation that is dealing at 
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arm’s length with the bank that may reasonably 
be considered to be, and is reported as, a substi- 
tute or alternative for a loan to the corporation, or 
another corporation with whom the corporation 
does not deal at arm’s length, in the bank’s an- 
nual report for the year to the relevant authority 
or, where the bank was throughout the year sub- 
ject to the supervision of the relevant authority 
but was not required to file an annual report for 
the year with the relevant authority, in its finan- 
cial statements for the year; and 


(b) a security is a prescribed security for a taxa- 
tion year where 


(i) in the case of a security held by a bank, the 
security is reported as part of the bank’s trad- 
ing account in its annual report for the year to 
the relevant authority or, where the bank was 
throughout the year subject to the supervision 
of the relevant authority but was not required 
to file an annual report for the year with the 
relevant authority, in its financial statements 
for the year, or 


(ii) in the case of a security held by a taxpayer 
other than a bank, the security is at any time 
in the year a property described in an inven- 
tory of the taxpayer. 


History: S. 6209 added by P.C. 1990-2779, s. 3, December 20, 
1990, Canada Gazette, Part II, January 16, 1991, applicable to taxa- 
tion years and fiscal periods commencing after June 17, 1987 that 
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end after 1987. 


Part Lxill — Child Tax 
Benefits 


History: Part LXIII (ss. 6300-6302) enacted by P.C. 1992-2714, 
December 29, 1992, Canada Gazette, Part II, January 13, 1993, ap- 
plicable after 1992. 


6300. Interpretation — In this Part, “qualified de- 
pendant” has the meaning assigned by section 122.6 
of the Act. 


6301. Non-application of presumption — (1) 
For the purposes of paragraph (g) of the definition 
“eligible individual” in section 122.6 of the Act, the 
presumption referred to in paragraph (f) of that defi- 
nition does not apply in the circumstances where 


(a) the female parent of the qualified dependant 
declares in writing to the Minister of Human Re- 
sources Development that the male parent, with 
whom she resides, is the parent of the qualified 
dependant who primarily fulfils the responsibility 
for the care and upbringing of each of the quali- 
fied dependants who reside with both parents; 


(b) the female parent is a qualified dependant of 
an eligible individual and each of them files a no- 
tice with the Minister of Human Resources De- 
velopment under subsection 122.62 (1) of the Act 
in respect of the same qualified dependant; 


(c) there is more than one female parent of the 
qualified dependant who resides with the quali- 
fied dependant and each female parent files a no- 
tice with the Minister of Human Resources De- 
velopment under subsection 122.62 (1) of the Act 
in respect of the qualified dependant; or 


(d) more than one notice is filed with the Minister 
of Human Resources Development under subsec- 
tion 122.62 (1) of the Act in respect of the same 
qualified dependant who resides with each of the 
persons filing the notices where such persons live 
at different locations. 

History: Subsec. 6301(1) amended by 1996, c. 11, s. 96, to substi- 


tute “Minister of Human Resources Development” for “Minister of 
National Health and Welfare”, in force July 12, 1996. 


(2) For greater certainty, a person who files a notice 
referred to in paragraph (1)(b), (c) or (d) includes a 
person who is not required under subsection 
122.62(3) of the Act to file such a notice and a per- 
son for whom the requirement to file such a notice 
has been waived by the Minister of Human Re- 
sources Development under subsection 122.62(5) of 
the Act. 


History: Subsec. 6301(2) amended by 1996, c. 11, s. 96, to substi- 
tute “Minister of Human Resources Development” for “Minister of 
National Health and Welfare”, in force July 12, 1996. 


6302. Factors — For the purposes of paragraph (h) 
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of the definition “eligible individual” in section 
122.6-of the Act, the following factors.are to be con- 
sidered in determining what constitutes. care and up- 
bringing of a qualified dependant: 
(a) the. supervision of the daily activities and 
needs of the qualified dependant; 


(b) the maintenance of a secure environment in 
which the qualified dependant resides; 


(c) the arrangement of, and transportation to, 
medical care at regular intervals and as required 
for the qualified dependant; 


(d) the arrangement of, participation in, and 
transportation to, educational, recreational, ath- 
letic or similar activities in respect of the quali- 
fied dependant; 


(e) the attendance to the needs of the qualified 
dependant when the qualified dependant is ill or 
otherwise in need of the attendance of another 
person; 


(f) the attendance to the hygienic needs of the 
qualified dependant on a regular basis; 


(g) the provision, generally, of guidance and 
companionship to the qualified dependant; and 
(h) the existence of a court order in respect of the 


qualified dependant that is valid in the jurisdic- 
tion in which the qualified dependant resides. 


Part LxivV — Prescribed 
Dates 


History: Part LXIV (s. 6400) added by P.C. 1979-484, February 
20, 1979, Canada Gazette, Part II, March 14, 1979. 


6400. (1) Child tax credits — For the purposes of 
subsection 122.2(1) of the Act, the prescribed date 
for each of the 1978 and subsequent taxation years is 
December 31 of that year. 

History: S. 6400 substituted by P.C. 1981-911, April 2, 1981, Can- 
ada Gazette, Part II, April 22, 1981. 

S. 6400 substituted, heading added by P.C. 1980-3278, December 4, 
1980, Canada Gazette, Part Il, December 24, 1980. 


S. 6400 substituted by P.C. 1980-501, February 8, 1980, Canada 
Gazette, Part Il, February 27, 1980. 


6401. Quebec tax abatement — For the purposes 
of subsection 120(2) of the Act, the prescribed date 
for each of the 1980 and subsequent taxation years is 
December 31 of that year. 


History: S. 6401 added by P.C. 1981-911, April 2, 1981, Canada 
Gazette, Part I, April 22, 1981. 


Part Lxv — Prescribed Laws 


History: The heading to Part LXV amended by P. C. 1994-738, s. 
1, May 5, 1994, Canada Gazette, Part II, May 18, 1994, applicable 
to 1990. et seq. 

Part LXV (s. 6500) added by P.C. 1980-876, April 3, 1980, Canada 
Gazette, Part II, April 23, 1980, effective commencing, as to subsec. 
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6500(1), March 31, 1978, and.as to: subsec. 6500(2) as follows: 
(a) January 1, 1979, in respect of para. 6500(2)(a); 
(b) March 31, 1979, in respect of para. 6500(2)(b); 
(c) October 15, 1978, in respect of para. 6500(2)(c); 
(d) March 31, 1978, in respect of para. 6500(2)(d); and 
(e) December 31, 1978, in respect of para. 6500(2)(e). 


6500. (1) For the purposes of paragraph 73(1)(d) and 
subparagraph 148(8)(a)(iii) of the Act, 


“prescribed class of persons” means persons re- 
ferred to in subparagraph 14(b)(i) of The Family Law 
Reform Act, 1978, S.O. 1978, c. 2, of the Province of 
Ontario; and 


“prescribed provisions of the law of a province” 
means paragraph 19(1)(c) and section 52 of The 
Family Law Reform Act, 1978, S.O. 1978, c. 2, of 
the Province of Ontario. 


(2) For the purposes of subsection 73(1.1) of the Act, 
“prescribed provisions of the law of a province” 
means 


(a) sections 7 and 9 of The Matrimonial Property 
Act, S.A. 1978, c. 22, of the Province of Alberta; 


(b) sections 43, 51 and 52 of the Family Relations 
- Act, R.S:B.C. 1979, c. 121, of the Province of 
British Columbia; 


(c) sections 13, 16 and 17 of The Marital Prop- 
erty Act, S.M. 1978, C. 24-Cap..M45 of the Prov- 
ince of Manitoba; 


(d) sections 4, 6, 7 and 8 and paragraph 19(1)(c) 
of The Family Law Reform Act, 1978, S.O. 1978, 
c. 2, of the Province of Ontario; 


(e) sections 5, 7, 8 and 9 of the Family Law Re- 
form Act, S.P.E.I. 1978, c. 6, of the Province of 
Prince Edward Island; and 


(f) sections 5, 8, 21 and 22, subsection 23(4) aid 
sections 26 and 42 of The Matrimonial Property 
Act, S.S. 1979, c. M-6.1, of the Province of 
Saskatchewan. 
History: That portion of subsec. 6500(1) preceding “prescribed 
class of persons” substituted by P.C. 1986-1048, s. 8, May 1, 1986, 
Canada Gazette, Part II, May 14, 1986, applicable to taxation years 
commencing after 1982. 


Para. 6500(2)(f) added by P.C. 1982-339, February 4, 1982, Canada 
Gazette, Part II, February 24, 1982, effective in respect of 1980 et 
seq. 


Para. 6500(2)(b) substituted by P.C. 1981-277, s. 1, February 5, 
1981, Canada Gazette, Part II, February 25, 1981, effective March 
SMe 970. 


Interpretation Bulletins: IT-325R2: Property transfers after sep- 
aration, divorce and annulment. 


6501. For the purposes of paragraph 81(1)(q) of the 
Act, “prescribed provision of the law of a province” 
means 

(a) in respect. of the Province of Alberta 


(i) subsections 7(1) and 14(1) of The Criminal 


2341 


Reg. 6501(a)(i) 


Injuries Compensation Act, R.S.A. 1970, c. 
75, and 


(ii) subsections 8(3), 10(2) and 13(8) of The 
Motor Vehicle Accident Claims Act, R.S.A. 
1970, c. 243; 


(b) in respect of the Province of British Columbia 


(i) paragraphs 3(1)(a) and (b) and section 9 of 
the Criminal Injury Compensation Act, 
R.S.B.C. 1979, c. 83, and 


(ii) subsection 106(1) of the Motor-vehicle 
Act, R.S.B.C. 1960, c. 253, as amended by 
S.B:C1965,--c.. 27; 


(c) in respect of the Province of Manitoba 


(i) subsection 6(1) of The Criminal Injuries 
Compensation Act, S.M. 1970, c. 56, and 


(i1) subsections 7(9) and 12(11) of The Unsat- 
isfied Judgement Fund Act, R.S.M. 1970, c. 
U70; 


(d) in respect of the Province of New Brunswick 


(i) subsections 3(1) and (2) of the Compensa- 
tion for Victims of Crime Act, R.S.N.B. 1973, 
c. C-14, and 


(ii) subsections 319(3), (10) and 321(1) of the 
Motor Vehicle Act, R.S.N.B. 1973, c. M-17; 


(e) in respect of the Province of Newfoundland 


(i) subsection 27(1) of the Criminal Injuries 
Compensation Act, R.S.N. 1970, c. 68, and 


(ii) subsection 106(2) of The Highway Traffic 
Act) R:SIN. '1970;°¢) 152: 


(f) in respect of the Northwest Territories, sub- 
sections 3(1) and 5(2) and section 13 of the Crim- 
inal Injuries Compensation Ordinance, 
R.O.N.W.T. 1974, c. C-23; 


(g) in respect of the Province of Nova Scotia, 
subsections 190(5) and 191(2) of the Motor Vehi- 
cle Act, R.S.N.S. 1967, c. 191; 


(h) in respect of the Province of Ontario 


(i) section 5, subsection 7(2) and section 14 of 
The Compensation for Victims of Crime Act, 
1971, S.O. 1971.'¢. 51; and 


(ii) subsections 5(3) and 6(1) and section 18 
of The Motor Vehicle Accident Claims Act, 
R.S.O. 1970, c. 281; 


(i) in respect of the Province of Prince Edward 
Island, subsection 351(3) of the Highway Traffic 
Act, R.S.P.EA. 1974;’c. H-6; 


(j) in respect of the Province of Quebec 


(i) sections 5, 5b and 14 of the Crime Victims 
Compensation Act, S.Q. 1971, c. 18, and 


(ii) sections 13 and 26, subsection 37(1) and 
sections 44 and 54 of the Automobile Insur- 
ance Act, S.Q. 1977, c. 68; 


Income Tax Regulations 


(k) in respect of the Province of Saskatchewan 


(i) subsection 10(1) of The Criminal Injuries 
Compensation Act, R.S.S. 1978, c. C-47, and 


(ii) subsections 23(1) to (4) and (7), 24(2) to 
(7) and (9), 25(1), 26(1), 27(1) and (2), 27(5), 
51(8) and (9), 54(3) and 55(1) of The Automo- 
bile Accident Insurance Act, R.S.S. 1978, c. 
A-35; and 


(1) in respect of the Yukon Territory, subsection 
3(1) of the Compensation for the Victims of 
Crime Ordinance, O.Y.T. 1975 (1st), c. 2 as 
amended by O.Y.T. 1976 (ist), c. 5. 

History: S. 6501 added by P.C. 1981-277, s. 2, February 5, 1981, 


Canada Gazette, Part II, February 25, 1981, effective January 1, 
1978. 


6502. For the purposes of paragraph 56(1)(c.1), sec- 
tion 56.1, paragraph 60(c.1) and section 60.1 of the 
Act, the class of individuals 


(a) who were parties, whether in a personal ca- 
pacity or by representation, to proceedings giving 
rise to an order made in accordance with the laws 
of the Province of Ontario, and 


(b) who, at the time the application for the order 
was made, were persons described in subclause 
14(b)G) of the Family Law Reform Act, Revised 
Statutes of Ontario 1980, c. 152, 


is prescribed as a class of persons described in the 
laws of a province. 
History: S. 6502 added by P.C. 1985-177, January 24, 1985, Can- 


ada Gazette, Part II, February 6, 1985, effective commencing De- 
cember 12, 1979. 


6503. For the purposes of paragraphs 60(j.02) to 
(j.04) of the Act, subsections 39(7) and 42(8) of the 
Public Service Superannuation Act and subsection 
24(6) of the Royal Canadian Mounted Police Super- 
annuation Act are prescribed. 

History: S. 6503 added by P.C. 1994-738, s. 2, May 5, 1994, Can- 
ada Gazette, Part II, May 18, 1994, applicable to 1990 et seq., ex- 


cept that, for the 1990 taxation year, the reference to “paragraphs 
60(j.02) to (j.04)” shall be read as “paragraphs 60(j.02) and (j.04)”. 


Part LXxvi — Prescribed 
Order 


History: Part LXVI (s. 6600) added by P.C. 1981-910, April 2, 
1981, Canada Gazette, Part II, April 22, 1981, effective for 1980 et 
seq. 


6600. For the purposes of the definition “overseas 
Canadian Forces school staff’ in subsection 248(1) 
of the Act, the prescribed order is the “Canadian 
Forces Overseas Schools Order” made by Order in 
Council P.C. 1975-3/1054 of 6 May, 1975. 

History: S. 6600 substituted by P.C. 1981-2410, September 3, 


1981, Canada Gazette, Part Il, September 23, 1981, effective in re- 
spect of 1980 et seq. 
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Part LXvil— Prescribed 
Venture Capital 
Corporations, Labour- 
Sponsored Venture Capital 
Corporations, Investment 
Contract Corporations, 
Qualifying Corporations and 
Prescribed Stock Savings 
Plan 


History: The heading to Part LXVII substituted by P.C. 1989- 
2306, s. 1, November 23, 1989, Canada Gazette, Part Il, December 
6, 1989, applicable to 1986 et seq. 

The heading to Part LX VII substituted by P.C. 1986-2770, s. 9, De- 
cember 11, 1986, Canada Gazette, Part Il, December 24, 1986. 
The heading to Part LXVII substituted by P.C. 1984-3789, subsec. 
17(1), November 29, 1984, Canada Gazette, Part Il, December 12, 
1984, applicable to taxation years commencing after November 12, 
1981. 

Part LX VII (ss. 6700, 6701) added by P.C. 1981-1788, July 2, 1981, 
Canada Gazette, Part I, July 22, 1981, applicable to 1977 et seq. 
Interpretation Bulletins [Part LXVII]: IT-73R5: The small busi- 
ness deduction; IT-269R3: Part IV tax on taxable dividends re- 
ceived by a private corporation or a subject corporation;. 


6700. For the purposes of paragraph 40(2)(i), clause 


53(2)(k)(i)(C), paragraph 89(1)(f) [89(1)“private | 


corporation”], subsection 125(6.2), paragraph 
125(7)(b) [125(7)“Canadian-controlled private cor- 
poration”], section 186.2 and subsection 191(1) of 
the Act, and in this Part, “prescribed venture capital 
corporation” means at any particular time 


(a) a corporation that is at that time registered 
under the provisions of 


(i) An Act Respecting Corporations for. the 
Development of Quebec Business Firms, Stat- 
utes of Quebec 1976, c. 33, 


(ii) the Small Business Development Corpora- 
tions Act, 1979, Statutes of Ontario 1979, c. 
22> 

(iii) Manitoba Regulation 194/84, being a reg- 
ulation made under The Loans Act, 1983(2), 
Statutes of Manitoba 1982-83-84, c. 36, 

(iv) The Venture Capital Tax Credit Act, Stat- 
utes of Saskatchewan 1983-84, c. V-4.1, 

(v) the Small Business Equity Corporations 
Act, Statutes of Alberta 1984, c. S-13.5, 

(vi) the Small Business Venture Capital Act, 
Statutes of British Columbia 1985, c. 56, 


(vii) An Act respecting Quebec business in- 
vestment companies, Statutes of Quebec 1985, 
Cao 

(viii) The Venture Capital Act, Statutes of 
Newfoundland 1988, c. 15, 


(ix) The Labour-sponsored Venture Capital 
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Corporations Act, Statutes of Saskatchewan 
1986, c. L-0.2, 


(x) Part 2 of the Employee Investment Act, 
Chapter 24 of the Statutes of British Colum- 
bia, 1989, or 


(xi) Part ILL of the Labour Sponsored Venture 
Capital Corporations Act, 1992, Statutes of 
Ontario, 1992, c. 18; 


(b) the corporation established by An Act to Es- 
tablish the Fonds de solidarité des travailleurs du 
Québec (F. T.Q.), Revised Statutes of Quebec, F- 
Sead % 


(c) a corporation that is at that time registered 
with the Department of Economic Development 
and Tourism of the Government of the Northwest 
Territories pursuant to the Venture Capital Policy 
and Directive issued by the Government of the 
Northwest Territories on June 27, 1985; 


(d) a corporation that is at that time a registered 
labour-sponsored venture .capital. corporation 
within the meaning assigned by section 204.8 of 
the Act; 


(e) the corporation established by The Manitoba 
Employee Ownership Fund Corporation Act, 
Continuing Consolidation of the Statutes of Man- 
itoba, c. E95; or 


(f) the corporation established by An Act to estab- 
lish Fondaction, le Fonds de développement de la 
Confédération des syndicats nationaux pour la 
coopération et l’emploi, Statutes of Québec 1995, 
c. 48. 
History: Para. 6700(f) added by P.C. 1996-436, s. 1, March 26, 
1996, Canada Gazette, Part II, April 17, 1996, applicable to 1995 er 
seq. 
Subpara. 6700(a)(xi) added applicable to 1991 et seq., para. (b) 
amended effective June 20, 1986, and para. (e) added applicable to 
1992 et seq., by P.C. 1993-1549, subsecs. 1(2) to (4), July 21, 1993, 
Canada Gazette, Part Il, August 11, 1993. 
That portion of s. 6700 preceding para. (a) amended applicable to 
taxation years ending after July 13, 1990, and para. (d) added appli- 
cable after 1988, by P.C. 1992-1307, subsecs. 1(1), (2), June 18, 
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1992, Canada Gazette, Part Il, July 1, 1992. 


Subpara. (a)(x) added by P.C. 1992-1306, s. 1, June 18, 1992, Can- 
ada Gazette, Part II, July 1, 1992, applicable in respect of taxation 
years ending after September 26, 1989. 

That portion of s. 6700 preceding para. (a) substituted by P.C. 1989- 
2306, subsec. 2(1), November 23, 1989, Canada Gazette, Part II, 
December 6, 1989, applicable to taxation years ending after Febru- 
ary 18, 1987. 

That portion of s. 6700 preceding para. (a) substituted by P.C. 1986- 
1048, s. 9, May 1, 1986, Canada Gazette, Part Il, May 14, 1986, 
applicable to 1985 et seq. 


Subpara. 6700(a)(vi) added by P.C. 1986-739, March 26, 1986, 
Canada Gazette, Part II, April 16, 1986, applicable to 1985 et seq. 


S. 6700 substituted by P.C. 1985-71, January 17, 1985, Canada Ga- 
zette, Part II, February 6, 1985, applicable to 1983 et seq. 


S. 6700 substituted by P.C. 1984-3789, subsec. 17(1), November 
29, 1984, Canada Gazette, Part II, December 12, 1984, applicable 
to taxation years commencing after November 12, 1981. 


Interpretation Bulletins: IT-458R: Canadian-controlled private 
corporation. 


6700.1 For the purposes of paragraph 40(2)(i) and 
clause 53(2)(k)(i)(C) of the Act, a “prescribed ven- 
ture capital corporation” at any time includes a cor- 
poration that at that time has an employee share 
ownership plan registered under the provisions of 
Part 1 of the Employee Investment Act, chapter 24 of 
the Statutes of British Columbia, 1989. 


History: S. 6700.1 added by P.C. 1992-1306, s. 2, June 18, 1992, 
Canada Gazette, Part II, July 1, 1992, applicable in respect of taxa- 
tion years ending after September 26, 1989. 


6700.2 For the purposes of paragraph 40(2)(i) and 
clause 53(2)(k)(i)(C) of the Act, “prescribed venture 
capital corporation” at any time includes a corpora- 
tion that at that time is a corporation registered under 
the provisions of Part II of the Labour Sponsored 
Venture Capital Corporations Act, 1992, Statutes of 
Ontario, 1992, c. 18. 


History: S. 6700.2 added by P.C. 1993-1549, s. 2, July 21, 1993, 
Canada Gazette, Part II, August 11, 1993, applicable to 1991 et seq. 


6701. For the purposes of paragraph 40(2)(i), clause 
53(2)(k)(@)(C), the definition “approved share” in 
subsection 127.4(1), subsections 131(8) and (11), 
section 186.1 and subsection 191(1) of the Act, and 
in this Part, “prescribed labour-sponsored venture 
capital corporation” means at any particular time 


Income Tax Regulations 


(a) the corporation established by the Act to es- 
tablish the Fonds de solidarité des travailleurs du 
Québec 1983, c. 58, 


(b) a corporation that is registered under the pro- 
visions of The Labour-sponsored Venture Capital 
Corporations Act, Statutes of Saskatchewan 
1986, c. L-0.2, 


(c) a corporation that is registered under Part 2 of 
the Employee Investment Act, chapter 24 of the 
Statutes of British Columbia, 1989, 


(d) a registered labour-sponsored venture capital 
corporation, within the meaning assigned by sec- 
tion 204.8 of the Act 


(e) a corporation that is registered under Part III 
of the Labour Sponsored Venture Capital Corpo- 
rations Act, 1992, Statutes of Ontario, 1992, c. 
18, 


(f) the corporation established by The Manitoba 
Employee Ownership Fund Corporation Act, 
Continuing Consolidation of the Statutes of Man- 
itoba, c. E95, or 


(g) the corporation established by An Act to es- 
tablish Fondaction, le Fonds de développement 
de la Confédération des syndicats nationaux pour 
la coopération et l’emploi, Statutes of Québec 
1995, c. 48. 

History: Para. 6701(g) added by P.C. 1996-436, s.:2, March 26, 


1996, Canada Gazette, Part II, April 17, 1996, applicable to 1995 et 
seq. 


Para. 6701(e) added applicable to 1991 et seg., and para. (f) added 
applicable to 1992 et seqg., by P.C. 1993-1549, s. 3, July 21, 1993, 
Canada Gazette, Part II, August 11, 1993. 


6702. For the purposes of subparagraph 40(2)(i)(ii) 
and clause 53(2)(k)(i)(C) of the Act, “prescribed as- 
sistance” means 


(a) the amount of any assistance received from a 
province that has been provided in respect of, or 
for the acquisition of, a share of the capital stock 
of a prescribed venture capital corporation; 


(a.1) the amount of any assistance provided under 
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_ the Employee Investment Act, chapter 24 of the 
Statutes of British Columbia, 1989; in respect of, 


or for the acquisition of, a share of. the capital | 


stock of a corporation described, in section 
6700.1; 


(a.2) the amount of any assistance provided: under 


‘the Labour Sponsored Venture Capital Corpora- 
tions Act, 1992, Statutes of Ontario, 1992, c. 18, 


in respect of, or for the acquisition of, a share of | 


the capital stock of a corporation described in 
section 6700.2; 


(b) the amount of any tax credit provided in re- 
spect of, or for the acquisition of, a share of a 
prescribed labour-sponsored venture capital cor- 
poration; and 


(c) the amount of any tax credit provided by a 
province in respect of, or for the acquisition of, a 
share of the capital stock of a taxable Canadian 
corporation (other than a share of the capital 
stock of a corporation in respect of which an 
amount has been renounced by the corporation 
under subsection 66(12. 6), (F2. 601), (12.62) or 
(12.64) of the Act) that is held in a | prescribed 
stock savings plan. 


Related Provisions: Reg. 7300(b) — Prescribed assistance under 
Reg. 6702 is a prescribed amount for ITA 12(1)(x). 


History: Para. 6702(c) amended by P.C. 1996-494, s. 4, April 16, 
1996, Canada Gazette, Part Il, May 1, 1996, applicable after De- 
cember 2, 1992. 


Para: 6702(a.2) added by P.C. 1993-1549, s. 4, July 21, 1993, Can- 
ada Gazette, Part Il, August 11, 1993, applicable to 1991 et seq. 


6703. For the purposes of section 186.1 of the Act, a 
“prescribed investment contract corporation’? means 
a corporation described in clause 146(1)qG)(i)(B) 
[146(1)“retirement savings plan’(b)(ii)] of the Act. 


History: That portion of s. 6701 preceding para. (a) was amended 
applicable to 1990 et seg. and para. (d) was added applicable after 
1988, by P.C. 1992-1307, subsecs. 2(1), (2), June 18, 1992, Canada 
Gazette, Part II, July 1, 1992: 


Paras. 6701(c), 6702(a.1) added by P.C. 1992-1306, ss. 3, 4, June 
18, 1992, Canada Gazette, Part II, July 1, 1992, applicable in re- 
spect of taxation years ending after September 26, 1989. 


S. 6701 substituted, and paras. 6702(a) to (c) substituted for (a) and 
(b) by P.C. 1989-2306, ss. 3 and 4, November 23, 1989, Canada 
Gazette, Part II, December 6, 1989, applicable to 1986 et seq. 


S. 6701 substituted, new s. 6702 added and former s. 6702 renum- 
bered as s. 6703 by P.C. 1986-2770, ss. 10, 11, December 11, 1986, 
Canada Gazette, Part II, December 24, 1986, effective from May 
23, 1985. 


S. 6702 added by P.C. 1984-3789, subsec. 17(2), November 29, 
1984, Canada Gazette, Part Il, December 12, 1984, applicable to 
taxation years commencing after November 12, 1981. 


6704. For the purposes of section 186.2 of the Act, a | 


corporation is a prescribed qualifying corporation in 
respect of dividends received by a shareholder on 
shares of its capital stock if, when the shares were 
acquired by the shareholder, they constituted 


(a) an investment described in sections 33 and 34 
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of the Act referred to in subparagraph 6700(a)(i); 


(b) an eligible investment under the provisions of 
an Act referred to in subparagraph 6700(a)(ii), 
(iv), (Vv), (vi) or (viii) or the regulation referred to 
in subparagraph 6700(a)(iii); 

(c) a qualified investment under the provisions of 
the Act referred to in subparagraph 6700(a)(vii); 
or - ceca bs 

(d) an investment in an eligible business under 
the Venture Capital Policy and Directive referred 
to in paragraph 6700(c). 


| History: Para. 6704(b) amended applicable to dividends received 


after February 18, 1987, and, para. (d) substituted for paras.,(d) and 
(e) applicable to dividends. received after September 26, 1989, by 
P.C. 1993-1549, s. 5, July 21,1993, Canada Gazette, Part II, Au- 
gust 11, 1993. 


Para. 6704(d) added and former para. (d) redesignated as (e) by P.C. 
1992-1306, s. 5, June 18, 1992, Canada Gazette, Part Il; July 1, 
1992; applicable in respect of dividends received after September 
26, 1989. 


S. 6704 added by P.C. 1989-2306; s. 5, November 23,\ 1989, Can- 
ada Gazette, Part II, December 6, 1989, applicable in respect of div- 
idends received after February 18, 1987. 


6705. For the purposes of paragraph 40(2)(@) and 
clause 53(2)(k)(i)(C) of the Act, and in this Part, 
“prescribed stock savings plan” means a stock Sav- 
ings plan as defined in 


(a) the Alberta Stock Savings Plan Act, Statutes 
~ of Alberta 1986, c. A-37.7; 


(b) The Stock Savings Tax Credit Act, Statutes of 
Saskatchewan. 1986, c. S-59.1; 


(c) the Nova Scotia Stock Savings Plan Act, Stat- 
utes of Nova Scotia 1987, c. 6; and 


(d) The. Stock Savings Tax Credit Act, Statutes of 
Newfoundland 1988, c. 14... sire 
History: S. 6705 added by P.C. 1989-2306, s. 5, November 23, 


1989, Canada Gazette, Part Il, December 6, 1989, applicable to 
1986 et seq. 


6706. (1) In this section, 


“net cost’? has the meaning assigned by subsection 
127.4(1) of the Act; 


‘‘qualifying Class A share” in the capital stock of a 
corporation means a share in respect of which an in- 
formation return described in paragraph 204.81(6)(c) 
of the Act was provided by the corporation, where 
the information return was not returned pursuant to 
subclause 204.81(1)(c)(v)(A)() of the Act, but does 
not include a share the consideration for which is not 
taken into account in determining the labour-spon- 
sored funds tax credit (as defined in subsection 
127.4(1) of the Act) for any taxation year of any in- 
dividual other than a trust; 


“specified percentage” in respect of a share of the 
capital stock of a corporation means 


(a) where a provincial tax credit.is available to 
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the original owner of the share with respect to the 
acquisition of the share and the corporation, the 
original owner of the share and any subsequent 
owner of the share would, but for this section, not 
be obliged to repay the provincial tax credit or an 
amount in respect thereof, 40 per cent, and 


-(b) in any other case, 20. per cent. 


Forms: T2152: Registered labour-sponsored venture capital corpo- 
ration Part X.3 return; T5006 Summ: Return of Class A shares; 
T5006 Supp: Statement of registered labour-sponsored venture capi- 
tal corporation Class A shares. 


(2) For the purposes of this section, 


(a) any acquisition of shares by a person in the 
person’s capacity as a broker or dealer in securi- 
ties shall be disregarded for the purposes of deter- 
mining by whom the shares were originally 
acquired; : 

(b) a share shall be deemed to have been acquired 
by an individual at such time as it is irrevocably 
subscribed and paid for by the individual; and 


(c) where a share was originally acquired by a 
qualifying trust (as defined in subsection 127.4(1) 
of the Act) for an individual in respect of the 
share for any taxation year, the trust shall be 
deemed in respect of the acquisition to have been 
an agent for that individual. 


(3) For the purposes of subparagraph 204.81(1)(c)(v) 
of the Act, a corporation may, at a particular time, 
redeem one or more qualifying Class A shares in the 
capital stock of the corporation originally acquired at 
the same time (in this subsection referred to as the 
“acquisition time’) by an individual (in this subsec- 
tion referred to as the “original owner”) where the 
holder of those shares by written instrument before 
the particular time 


(a) directs the corporation to remit an amount on 
behalf of the holder to the Receiver General no 
later than 30 days after the particular time equal 
to the least of 


(i) the amount that represents the specified 
percentage of the net cost to the original 
owner of those shares, 


(ii) the amount that would be the tax credit 
balance of the original owner with respect to 
any one of those shares if other Class A shares 
in the capital stock of the corporation that 
were . 
(A) originally acquired by the original 
owner at the acquisition time, and 
(B) redeemed by the corporation before the 
particular time 


had been acquired immediately before the ac- 
quisition time, and 

(iii) the amount, if any, by which the amount 
for which those shares are to be redeemed ex- 
ceeds the total of all amounts each of which is 
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a repayment (otherwise than under this sec- 
tion) of a provincial tax credit available to the 
original owner with respect to the acquisition 
of those shares; and 


(b) irrevocably gives the corporation authority to 
withhold from the amount for which those shares 
are to be redeemed, and remit on behalf of the 
holder to the Receiver General, the amount deter- 
mined in respect of the redemption under para- 
graph (a). 

Related Provisions: ITA 211.7 — Recovery of credit from pro- 

vincial LSVCCs. 


(4) For the purposes of subsection (3), the tax credit 
balance of an individual with respect to a particular 
qualifying Class A share in the capital stock of a cor- 
poration originally acquired by the individual at a 
particular time in a taxation year of the individual 
means the amount determined by the formula 


A+B-C 

where 

A is 
(a) where the particular time is in the first 60 
days of the year, the specified percentage of 
the amount, if any, by which $5,000 (or, if the 
particular time is before 1993, $3,500) ex- 
ceeds the amount, if any, by which 


(1) the total of all amounts each of which is 
the net cost to the individual of a qualify- 
ing Class A share in the capital stock of 
the corporation acquired in the preceding 
taxation year 


exceeds 


(11) such portion of the total described in 
subparagraph (i) as may reasonably be 
considered to result in an increase in the 
amount that would be the tax credit bal- 
ance of the individual with respect to a 
qualifying Class A share in the capital 
stock of the corporation acquired in the 
first 60 days of the preceding taxation year 
if the amount used as the value of C in 
computing such balance were nil, and 


(b) in any other case, nil; 
Bis the specified percentage of the lesser of 


(a) $5,000 (or, where the particular time is 

before 1992, $3,500), and 

(b) the amount, if any, by which 
(i) the net cost to the individual of all qual- 
ifying Class A shares in the capital stock 
of the corporation acquired by the individ- 
ual at or before the particular time and in 
the year 

exceeds 


(ii) the amount that would be used as the 
value of A in determining the individual’s 
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tax credit balance with respect to: the par- | 
ticular share if the description of A were — 


__ tead without, reference to the words “the 
specified percentage of”: and 


G,,is. the specified. percentage oe the total of all 


' amounts each of, which is the net.cost to the indi- | 


a vidual. of a qualifying Class A share © 


(a) acquired by the individual before the ‘Pair | 


ticular time and in the:year, and 


(b) redeemed by the corporation before’ the 
particular share,is to be:redeemed. 


History: The definition “qualifying Class: A share” in subsec. 
6706(1) and the opening words of subsec. 6706(3) amended, para. 
6706(2)(c) added, by P.C. 1996-437, s. 1, March 26, 1996, Canada 
Gazette, Part II, April 17, 1996, applicable after December 2, 1992. 


S. 6706 added by P.C. 1992-1307, s. 3, June 18, 1992, Canada Ga- 
zette, Part Hl, July 1, 1992, es in respect of shares redeemed 
after 1991. 


Part LXVIIl — Prescribed 
Plans, Arrangements and 
Contributions 


History: The heading to Part LXVII amended by P.C. 1996-911, 
s. 1; Juné 20; 1996, Canada Gazette, Part TI, July 10, 1996, applica- 
ble after October 8, 1986. The heading formerly read: Prescribed 
Funds or. Plans. 


Part LX VIII \(s. 6800) added by P.C.:1981-1789, July 2, 1981, :Can- 
ada Gazette, Part Il, July 22,1981); effective from January 1, 1980. 


6800..For the purpose of paragraph (e). of the defini- 
tion “employee benefit plan” in subsection 248(1) of 
the. Act, each of the. following, is a. prescribed 
arrangement: 


Plan; 
(b):an arrangement under which all contributions 


tion 


(a), the, Major. League Baseball Players, Benefit | 


Reg. 6801(a)(iii) 


are made pursuant to a law of Canada or a prov- 
ince, where one of the main purposes of the law 
is to enforce minimum standards with respect to 

. Wages, vacation entitlement or severance pay; 
and 


(c) an arrangement under which all contributions 
are made in connection with a dispute regarding 
the entitlement of one or more persons to benefits 
to be received or enjoyed by the person or 
persons. 


History: S. 6800 amended by P.C. 1996-911, s. 2, June 20, 1996, 
Canada Gazette, Part II, id 10, 1996, ici after 1979. 


6801. For the purposes of paragraph () of the defini- 
“salary deferral arrangement” in subsection 
248(1) of the Act, a prescribed plan or arrangement 
is an arrangement in writing 


(a) between an employer and an employee that is 
established on or after July 28, 1986 where 


(i) it is reasonable to conclude, having regard 
to all the circumstances, including the terms 
and. conditions of the arrangement and any 
agreement relating thereto, that the arrange- 
ment is not.established to provide benefits to 
the employee on or after retirement but is es- 
tablished for the main purpose of permitting 
the employee to fund, through salary or wage 
deferrals, a leave of absence from the em- 
ployee’s employment of not less than 


(A) where the leave of absence is to be 
taken by the employee for the purpose of 
permitting the full-time attendance of the 
employee at a designated educational insti- 
tution (within the meaning assigned by 
subsection 118.6(1) of the Act, three con- 
secutive months, or 


(B) in any other case, six consecutive 
months 


that is to commence immediately after a pe- 
riod (in this section referred to as the “deferral 
period”) not exceeding six years after the date 
on which the deferrals for the leave of absence 
commence, 


(ii) the amount of salary or wages deferred by 
the employee, under all.such arrangements for 
the services rendered. by the employee to the 
employer in a taxation year does not exceed 
3343 per cent. of the amount of the salary or 
wages that the employee would, but for the ar- 
rangements, reasonably be expected to have 
received in the year in respect of the services, 


(iii) the arrangement provides that throughout 
the period of the leave of absence the em- 
ployee does not receive any salary or wages 
from the employer, or from any other person 
or partnership with whom the employer does 
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not deal at arm’s length, other than 


(A) the amount by which the employee’s 
salary or wages under the arrangement was 
deferred or is to be reduced or, amounts 
that are based on a percentage of the salary 
or wage scale of employees of the em- 
ployer, which percentage is fixed in re- 
spect of the employee for. the deferral pe- 
riod and the leave of absence, and 


(B) the reasonable fringe benefits that the 
employer usually pays to or on behalf of 
employees, 


(iv) the arrangement provides that the 
amounts deferred in respect of the Ssiplbyee 
under the arrangement 


(A) are held by or for the account of a trust 
governed by a plan or arrangement that is 
an employee benefit plan within the mean- 
ing of the definition thereof in subsection 
248(1) of the Act, and provides that the 
amount that may reasonably be considered 
to be the income of the trust for a taxation 
year that has been earned by it for the ben- 
efit of the employee shall be paid in the 
year to the employee, or 


(B) are held by or for the account of any 
person other than a trust referred to in 
clause (A), and provides that the amount in 
respect of interest or other additional 
amounts that may reasonably be consid- 
ered to have accrued to or for the benefit 
of the employee to the end of ‘a taxation 
year shall be paid in the year to the 
employee, : 
(v) the arrangement provides that the em- 
ployee is to return to his regular employment 
with the employer or an employer that partici- 
pates in the same or a similar arrangement af- 
ter the leave of absence for a period that is not 
less than the period of the leave of absence, 
and 


(vi) subject to subparagraph (iv), the arrange- 
ment provides that all amounts held for the 
employee’s benefit under the arrangement 
shall be paid to the employee out of or under 
the arrangement no later than the end of the 
first taxation year that commences after the 
end of the deferral period; 


(b) between an employer and an employee that is 
established before July 28, 1986 where it is rea- 
sonable to conclude, having regard to all the cir- 
cumstances, including the terms and conditions 
of the arrangement and any agreement relating 
thereto, that the arrangement is not established to 
provide benefits on or after retirement but is es- 
tablished for the main purpose of permitting the 
employee to fund, through salary or wage defer- 
rals, a leave of absence from the employment and 
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under which the deferrals in respect of the leave 
of absence commenced before 1987; 


(c) that is established for the purpose of deferring 
the salary or wages of a professional on-ice offi- 
cial for his services as such with the National 
Hockey League if, in the case of an official resi- 
dent in Canada, the trust or other person who has 
custody and control of any funds, investments or 
other property under the arrangement is resident 
in Canada; or 


(d) between a corporation and an employee of the 
corporation or a corporation related thereto under 
which the employee (or, after the employee’s 
death, a dependant or relation of the employee) 
may or shall receive an amount that may reasona- 
bly be attributable to duties of an office or em- 
ployment performed by the employee on behalf 
of the corporation or a corporation related thereto 
where 


(1) all amounts that may be received under the 
arrangement shall be received after the time of 
the employee’s death or retirement from, or 
loss of the office or employment and no later 
than the end of the first calendar year com- 
mencing thereafter, and 


(ii) the aggregate of all amounts each of which 
may be received under the arrangement de- 
pends on the fair market value of shares of the 
capital stock of the corporation or a corpora- 
tion related thereto at a time within the period 
that commences one year before the time of 
the employee’s death or retirement from, or 
loss of, the office or employment and ends at 
the time the amount is received, 


unless, by reason of the arrangement or a series 
of transactions that includes the arrangement, the 
employee or a person with whom the employee 
does not deal at arm’s length is entitled, either 
immediately or in the future, either absolutely or 
contingently, to receive or obtain any amount or 
benefit granted or to be granted for the purpose of 
reducing the impact, in whole or in part, of any 
reduction in the fair market value of the shares of 
the corporation or a corporation related thereto. 


Related Provisions: Reg. 8508 — Effect of salary deferral leave 
plan on registered pension plan. 


History: Subpara. 6801(a)(i) substituted applicable to 1989 et seq., 
and para. (d) added applicable to 1986 et seg., by P.C. 1990-301, 
subsecs. 1(1), (4), February 21, 1991, Canada Gazette, Part II, 
March 13, 1991. 


S. 6801 added by P.C. 1988-191, February 4, 1988, Canada Ga- 
zette, Part Il, February 17, 1988, applicable to 1986 et seq. 


Advance Tax Rulings: ATR-39: Self-funded leave of absence. 


6802. For the purposes of paragraph (n) of the defi- 
nition “retirement compensation arrangement” in 
subsection 248(1) of the Act, a prescribed plan or ar- 
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rangement is 


(a) the plan instituted by the Canada Pension 
Plan; 


(b) a provincial pension plan as defined in section 


3 of the Canada Pension Plan; 


(c) a plan instituted by the Unemployment Insur- 
ance Act; 


(d) a plan pursuant to an agreement in writing 
that is established for the purpose of deferring the 
salary or wages of a professional on-ice official 
for the official’s services as such with the Na- 
tional Hockey League if, in the case of an official 
resident in Canada, the trust or other person who 

. has custody and control of any funds, investments 
or other property under the plan is resident in 
Canada; 


(e€) an arrangement under which all contributions 
are made pursuant to a law of Canada or a prov- 
ince, where one of the main purposes of the law 
is to enforce minimum standards with respect to 
wages, vacation entitlement or severance pay; 


(f) an arrangement under which all contributions 
are made in connection with a dispute regarding 
the entitlement of one or more persons to benefits 
to be received or enjoyed by the person or per- 
sons; or © : 


(g) a plan or arrangement instituted by the social 
security legislation of a country other than Can- 
ada or of a state, province or other political subdi- 
vision of such.a country. 

History: Para. 6802(e) amended, paras. (f) and (g) added, by P.C. 


1996-911, s. 3, June 20, 1996, Canada, Gazette, Part Il, July 10, 
1996, applicable after October 8, 1986. 


S. 6802 added by P.C. 1991-2540, s. 6, December 16, 1991, Canada 
Gazette, Part II, January 15, 1992, applicable after October 8, 1986, 
except that before December 12, 1988, para. 6802(c) shall be read 
as follows: “(c) a plan instituted by the Unemployment Insurance 
Act; 19713”. 


6803. For the purposes of the definition “foreign re- 
tirement arrangement” in subsection 248(1) of the 
Act, a prescribed plan or arrangement is a plan or 
arrangement to which subsection 408(a), (b) or (h) of 
the United States Internal Revenue Code of 1986, as 
amended from time to time, applies. 

History: S. 6803 added by P.C. 1992-2416, November 26, 1992, 
Canada Gazette, Part II, December 16, 1992, applicable to 1990 et 
Seq. 


6804. Contributions to foreign plans — (1) 
Definitions — The definitions in this subsection 
apply in this section. 
‘foreign non-profit organization” means, 

(a) at any time before 1995, an organization 


(i) that at that time meets the conditions in 
subparagraphs (b)(i) to (iii), or 
(ii) that at that time is not operated for the pur- 


Reg. 6804(3) 


pose of profit, and whose assets are situated 
primarily outside Canada throughout the cal- 
endar year that includes that time, and 


(b) at any time after 1994, an organization that at 
that time 


(i) is not operated for the purpose of profit, 
(ii) has its main place of management outside 
Canada, and 

(iii) Carries on its activities primarily outside 
Canada. 


‘foreign plan” means a plan or arrangement (deter- 
mined without regard to subsection 207.6(5) of the 
Act) that would, but for paragraph (1) of the defini- 
tion “retirement compensation arrangement” in sub- 
section 248(1) of the Act, be a retirement compensa- 
tion arrangement. 


“qualifying entity” means a non-resident entity that 
holds all or part of the assets of a foreign plan where 
the following conditions are satisfied: 


(a) the entity is resident in a country under the 
laws of which an income. tax is imposed, and 


(b) where those laws provide an exemption from 
tax, a reduced rate of tax .or other favourable tax 
treatment for entities that hold assets of pension 
or other retirement plans, the entity qualifies for 
the favourable treatment. 


(2) Electing employer — For the purposes of this 
section, an employer is an electing employer for a 
calendar year with respect to a foreign plan where 


(a) the employer has sent or delivered to the Min- 
ister a letter stating that the employer elects to 
have this section apply with respect to contribu- 
tions to the foreign plan, and 


(b) the letter was sent or delivered on or before 


(i). the last day of February in the year follow- 
ing the first calendar year after 1991 in which 
a contribution that is or would be if subsection 
207.6(5.1) of the Act were read without refer- 
ence to paragraph (a) of that subsection, a res- 
ident’s contribution (as defined in that subsec- 
tion) was made under the foreign plan in 
respect of services rendered by an individual 
to the employer, or 


(ii) any later date that is acceptable to the 
Minister, 


except that an employer is not an electing employer 
for a year with respect to a foreign plan if the Minis- 
ter has granted written permission for the employer 
to revoke, for the year or a preceding calendar year, 
the election made under paragraph (a) in respect of 
the foreign plan. 


(3) Election by union — Except as otherwise.per- 
mitted in. writing by the Minister, an election made 
by a trade union for the purpose of subsection (2) is 
valid only if it is made by the highest-level structural 
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unit of the union. 


(4) Contributions made before 1992 — For the 
purpose of paragraph 207.6(5.1)(a) of the Act, a con- 
tribution made under a foreign plan by a person or 
body of persons in a calendar year before 1992 is a 
prescribed contribution where 


(a) the contribution is paid to a qualifying entity; 


(b) each employer (in this subsection referred to 
as a “contributor’) that makes a contribution 
under the foreign plan in the year is 


(i) a non-resident corporation throughout the 
year, 


(ii) a partnership that makes contributions 
under the foreign plan primarily in respect of 
services rendered outside Canada to the part- 
nership by non-resident employees, or 


(iii) a foreign non-profit organization through- 
out the year; 


(c) if a corporation or partnership (other than a 
corporation or partnership that is a foreign non- 
profit organization throughout the year) is a con- 
tributor, no individual who is entitled (either ab- 
solutely or contingently) to benefits under the 
foreign plan is a member of a registered pension 
plan, or a beneficiary under a deferred profit 


sharing plan, to which a contributor, or a person | 


or body of persons not dealing at arm’s length 
with a contributor, makes, or is required to make, 
contributions in relation to the year; 


(d) contributions made in the year under the for- 
eign plan for the benefit of individuals resident in 
Canada are reasonable in relation to contributions 
made under the plan for the benefit of non-resi- 
dent individuals; and 


(e) the foreign plan is not a pension plan the re- 
gistration of which under the Act has been 
revoked. 


(5) Contributions made in 1992, 1993 or 
1994 — For the purpose of paragraph 207.6(5.1)(a) 
of the Act, a contribution made under a foreign plan 
by a person or body of persons at any time in 1992, 
1993 or 1994 in respect of services rendered by an 
individual to an employer is a prescribed contribu- 
tion where 


(a) the contribution is paid to a qualifying entity; 


(b) the employer is an electing employer for the 
year with respect to the foreign plan; 


(c) if the employer is not at that time a foreign 
non-profit organization, the individual is not a 
member of a registered pension plan (other than a 
specified multi-employer plan, as defined in sub- 
section 147.1(1) of the Act), or a deferred profit 
sharing plan, in which the employer, or a person 
or body of persons that does not deal at arm’s 
length with the employer, participates; and 
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(d) either 
(i) the employer is 


(A) a corporation that is not resident in 
Canada at that time, 


(B) a partnership that makes contributions 
under the foreign plan primarily in respect 
of services rendered outside Canada to the 
partnership by non-resident employees, or 


(C) a foreign non-profit organization at 
that time, or 


(ii) the individual was non-resident at any 
time before the contribution is made and be- 
came a member of the foreign plan before the 
end of the month after the month in which the 
individual became resident in Canada. 


(6) Contributions made after 1994 — For the 
purposes of paragraph 207.6(5.1)(a) of the Act, a 
contribution made under a foreign plan by a person 
or body of persons at any time in a calendar year af- 
ter 1994 in respect of services rendered by an indi- 
vidual to an employer is a prescribed contribution 
where 


_(a) the contribution is paid toa qualifying entity; 
(b) the employer is an electing employer for the 
year with respect to the foreign plan; 


(c) if the employer is at that time a foreign non- 
profit organization, 


(i) the amount that, if subsection 8301(1) were 
read without reference to paragraph (b) of that 
subsection, would be the individual’s pension 
adjustment for the year in respect of the em- 
ployer is nil, or 


(ii) the amount that, if all contributions made 
under the foreign plan in the year in respect of 
the individual were prescribed by this subsec- 
tion, would be the individual’s pension adjust- 
ment for the year in respect of the employer 
does not exceed the lesser of 


(A) the money purchase limit for the year, 
and 


(B) 18% of the individual’s compensation 
(as defined in subsection 147.1(1) of the 
Act) for the year from the employer; 


(d) if 


(i) the employer is at that time a foreign non- 
profit organization, and 


(ii) a period in the year throughout which the 
individual rendered services to the employer 
would be, under paragraph 8507(3)(a), a qual- 
ifying period of the individual with respect to 
another employer if that paragraph were read 
without reference to Says (iv) of that 
paragraph, 

subsection 8308(7) applies with respect to the de- 

termination of the individual’s pension adjust- 
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ment for the year with EsAnea) to each employer; 
and 


(e) if the employer is not at that time a foreign 
non-profit organization, 
(i) the individual was'non-resident at any time 
before the contribution is made, 
(ii) the individual: became a member of the 
foreign plan before the end of the month after 
the month in which the individual became res- 
ident in Canada, and 


(111) the individual is not a member of a regis- 
tered pension plan, or a deferred profit sharing 
plan, in which the employer, or a person or 
body of persons that does not deal at arm’s 
length with the employer, participates. 


(7) Replacement plan — For the purposes of sub- 
paragraphs (5)(d)(ii) and’ (6)(e)(i1), where ‘benefits 
provided to an individual under a particular plan or 
arrangement are replaced by benefits under another 
plan or arrangement, the other plan or arrangement is 
deemed, in respect of the individual, to be the same 
plan or arrangement as the particular plan or 
arrangement. 

History: S. 6804 added by P.C. 1996-911, s. 4, June 20, 1996, 


Canada Gazette, Part II, July 10, 1996, applicable after October 8, 
1986. 


Part LxIx — Prescribed 
Offshore Investment Fund 
Properties 


History: Part LXIX (s. 6900) added by P.C. 1986-1048, s. 10, May 
1,-1986, Canada Gazette; Part Il, May 14, 1986, applicable after 
1984. 


History [former Part LXIX]: Former Part LXIX, “Aviation Tur- 
bine Fuel”, revoked by P.C. 1985-2277, s.18; July 24, 1985, Can- 
ada Gazette, Part II, August 7, 1985, applicable with respect to 
purchases and dispositions of aviation turbine fuel occurring after 
April 30, 1983. 


Former Part LXIX added by P.C. 1983-1531, May 26, 1983, Can- 
ada Gazette, Part II, June 8, 1983, applicable with respect to dispo- 
sitions occurring and purchases made, with respect to aviation, tur- 
bine fuel, after January 31, 1982. 


6900. For the purpose of paragraph 94.1(2)(a) 

[94.1(2)“designated cost’’] of the Act, an offshore in- 

vestment fund property (within the meaning assigned 

by subsection 94.1(1) of the Act) of a taxpayer that 
(a) was acquired by him by way of bequest or in- 
heritance from a deceased person who, through- 
out the five years immediately preceding his 
death, was not resident in Canada, 


(b) had not been acquired by the deceased from a 
person resident in Canada, and 

(c) is not property substituted for property. ac- 
quired by the deceased from a person resident in 
Canada 


is a prescribed offshore investment fund property of 


Reg. 7000(2)(a) 


the taxpayer. 


Part LXx — Accrued Interest 
on Debt Obligations 


History: Part LXX (s. 7000) added by P.C. 1983-3529, November 


17, 1983, Canada Gazette, Part Il, November 24, 1983, effective for 


taxation years commencing after 1981. 


7000. (1) Prescribed debt obligations — For 
the purpose of subsection 12(9) of the Act, each of 
the following debt obligations (other than a debt ob- 


ligation that is an indexed debt obligation) in respect 


of which a taxpayer has at any time acquired an in- 
terest is a prescribed debt obligation: 


(a) a particular debt obligation in respect of 
which no interest is stipulated to be payable in re- 
spect of its principal amount; 
(b) a particular debt, obligation in respect of 
which the proportion of the payments of principal 
~ to which the taxpayer is entitled is not equal to 
the proportion of the payments of interest to 
which he is entitled; 


(c) a particular debt obligation, other than one de- 
scribed in paragraph (a) or (b), in respect of 
which it can be determined, at the time the tax- 
payer acquired the interest therein, that the maxi- 
mum amount of interest payable thereon in a year 
ending after that time is less than the maximum 
amount of interest Cane thereon in a subse- 
quent year; and 


(d) a particular debt obligation, other than one de- 
scribed in paragraph (a), (b) or (c), in respect of 
which the: amount of interest to be paid in respect 

- of any taxation year is, under the terms and con- 
ditions of the obligation, dependent on a contin- 
gency existing after the year, 


and, for the purposes of this subsection, a debt obli- 


gation includes, for greater certainty, all of the is- 
suer’s obligations to pay wea and interest under 
that obligation. 


Related Provisions: ITA 18.1(9) — Right to receive production 
deemed to be debt obligation. 


History: The opening words of subsec. 7000(1) amended by P.C. 
1996-1419, subsec. 3(1), September 11, 1996, Canada Gazette, Part 
II, October 2, 1996, applicable to debt obligations issued after Octo- 
ber 16, 1991. 


Advance Tax Rulings: ATR-61: Interest accrual rules. 


(2) For the purposes of subsection 12(9) of the Act, 
the amount determined in prescribed manner that is 
deemed to accrue to:a taxpayer as interest on a pre- 
scribed debt obligation in each taxation year during 
which he holds an interest in the obligation is, 


(a) in the case of a prescribed debt obligation de- 
scribed in paragraph (1)(a), the amount of interest 
that would be determined in respect thereof if in- 
terest thereon for that year were computed on a 
compound interest basis using the maximum of 
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all rates each of which is a rate computed 


(i) in respect of each possible circumstance 
under which an interest of the taxpayer in the 
obligation could mature or be surrendered or 
retracted, and 


(i1) using assumptions concerning the interest 
rate and compounding period that will result 
in a present value, at the date of purchase of 
the interest, of all the maximum payments 
thereunder, equal to the cost thereof to the 
taxpayer; 
(b) in the case of a prescribed debt obligation de- 
scribed in paragraph (1)(b), the aggregate of all 
amounts each of which is the amount of interest 
that would be determined in respect of his interest 
in a payment under the obligation if interest 
thereon for that year were computed on a com- 
pound interest basis using the specified cost of 
his interest therein and the specified interest rate 
in respect of his total interest in the obligation, 
and for the purposes of this paragraph, 


(i) the “specified cost” of his interest in a pay- 
ment under the obligation is its present value 
at the date of purchase computed using the 
specified interest rate, and 


(11) the “specified interest rate” is the maxi- 
mum of all rates each of which is a rate com- 
puted 


(A) in respect of each possible circum- 
stance under which an interest of the tax- 
payer in the obligation could mature or be 
surrendered or retracted, and 

(B) using assumptions concerning the in- 
terest rate and compounding period that 
will result in a present value, at the date of 
purchase of the interest, of all the maxi- 
mum payments to the taxpayer in respect 
of his total interest in the obligation, equal 
to. the cost of that interest to the taxpayer; 


(c) in the case of a prescribed debt obligation de- 
scribed in paragraph (1)(c), other than an obliga- 
tion in respect of which paragraph (c.1) applies, 
the greater of 


(i) the maximum amount of interest thereon in 
respect of the year, and 


(ii) the maximum amount of interest that 
would be determined in respect thereof if in- 
terest thereon for that year were computed on 
a compound interest basis using the maximum 
of all rates each of which is a rate computed 


(A) in respect of each possible circum- 
stance under which an interest of the tax- 
payer in the obligation could mature or be 
surrendered or retracted, and 


(B) using assumptions concerning the in- 
terest rate and compounding period that 
will result in a present value, at the date of 
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issue of the obligation, of all the maximum 
payments thereunder, equal to its principal 
amount; 


(c.1) in the case of a prescribed debt obligation 
described in paragraph (1)(c) for which 


(i) the rate of interest stipulated to be payable 
in respect of each period throughout which the 
obligation is outstanding is fixed at the date of 
issue of the obligation, and 


(11) the stipulated rate of interest applicable at 
each time is not less than each stipulated rate 
of interest applicable before that time, 


the amount of interest that would be determined 
in respect of the year if interest on the obligation 
for that year were computed on a compound in- 
terest basis using the maximum. of all rates each 
of which is the compound interest rate that, for a 
particular assumption. with respect to when the 
taxpayer’s interest in the obligation will mature 
or be surrendered or retracted, results in a present 
value (at the date the taxpayer acquires the inter- 
est in the obligation) of all payments under the 
obligation after the acquisition by the taxpayer of 
the taxpayer’s interest in the obligation equal to 
the principal amount of the obligation at the date 
of acquisition; and 


(d) in the case of a prescribed debt obligation de- 
scribed in paragraph (1)(d), the maximum 
amount of interest thereon that could be payable 
thereunder in respect of that year. 


Related Provisions: ITA 18.1(9)— Right to receive production 
deemed to be debt. obligation. 


History: Para. 7000(2)(c) amended, para. (c.1) added, by P.C. 
1996-570, subsecs. 1(1), (2), April 23, 1996, Canada Gazette, Part 
Il, May 1, 1996, applicable to 1993 et seq. 


Advance Tax Rulings: ATR-61: Interest accrual rules. 


(3) For the purpose of this section, any bonus or pre- 
mium payable under a debt obligation is considered 
to be an amount of interest payable under the 
obligation. 

History: Subsec. 7000(3) amended by P.C. 1996-1419, subsec. 


3(2), September 11, 1996, Canada Gazette, Part I, October 2, 1996, 
applicable to debt obligations issued after October 16, 1991. 


Advance Tax Rulings: ATR-61: Interest accrual rules. 


(4) For the purposes of this section, where 


(a) a taxpayer has an interest in a debt obligation 
(in this subsection referred to as the “‘first inter- 
est”) under which there is a conversion privilege 
or an option to extend its term upon maturity, and 


(b) at the time the obligation was issued (or, if 
later, at the time the conversion privilege or op- 
tion was added or modified), circumstances could 
reasonably be foreseen under which the holder of 
the obligation would, by exercising the conver- 
sion privilege or option, acquire an interest in a 
debt obligation with a principal amount less than 
its fair market value at the time of acquisition, 
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the subsequent interest in any debt: obligation: ac- 
quired by the taxpayer by exercising the. conversion 
privilege or option shall be considered to be a con- 
tinuation of the first interest. 

History: Subsec. 7000(4) amended by P.C. 1996-570, subsec. 1(3), 
April 23, 1996, Canada Gazette, Part. II,,May.1, 1996, applicable 
with respect to debt obligations acquired by reason of the exercise 


after August 11, 1993 of a conversion privilege or an option to ex- 
tend the term of another debt obligation. 


(5) For the purposes of making the computations re- 
ferred to in paragraphs (2)(a), (b), (c) and (c.1), the 
compounding period shall not exceed one year and 
any interest rate used shall be constant from the date 
of acquisition or issue, as the case may be, until the 
time of maturity, surrender or retraction. 

History: Subsec. 7000(5) amended by P.C. 1996-570, subsec. 1(4), 


April 23, 1996, Canada Gazette, Part 11, May 1, 1996, applicable to 
1993 et seq. 


(6) For the purpose of the definition “investment 
contract” in subsection 12(11) of the Act, a regis- 
tered retirement savings plan or a, registered. retire- 
ment income fund, other than a plan or fund to 
which a trust is a party, is a.prescribed contract 
throughout a calendar year where. an. annuitant, (as 
defined in subsection 146(1) or 146.3(1) of the Act, 
as the case may be) under the plan or fund is alive at 
any time in the year or was alive at any time in the 
preceding calendar year. 

Related Provisions: ITA 142.3(1)(c) —No i income accrual from 
specified debt obligation. 


History: Subsec. 7000(6) amended by P.C. 1996- 568, s: 1, April 
23, 1996, Canada Gazette, Part UJ, Sy. Fe 1996, applicable to 1993 
et seq. 


Subsec, 7000(6) added by P.C. 1985-2277, °s..19, July 24; 1985, 
Canada Gazette, Part Il, August 7, 1985, applicable.to taxation 
years. commencing after 1981. 


7001. Indexed debt obligations — (1) For the 
purpose of subparagraph 16(6)(a)(i) of the Act, 
where at any time in a taxation year a taxpayer holds 
an interest in.an indexed debt obligation, there is pre- 
scribed as interest receivable and received by the 
taxpayer in the year in respect of the obligation the 
total of 
(a) the amount, if any, by which 
(i) the total of all amounts each of which is the 
amount by which the amount payable in re- 
spect of the taxpayer’s interest in’ an indexed 
payment under the obligation (other than a 
payment that is an excluded payment with re- 
spect to the taxpayer for the year) has, be- 
cause of a change in the purchasing power of 
money, increased over an inflation adjustment 
period of the obligation that ends in the year 


exceeds the total of 


(ii) that portion of the total, if any, determined 
under subparagraph (i) that 1s required, other- 
wise than by subsection 16(6) of the Act, tobe 
included in computing the taxpayer’s, income 
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for the year or a preceding taxation year, and 


(iii) the total of all amounts each of which is 
the amount by which the amount payable in 
respect of the taxpayer’s interest in an indexed 
payment under the obligation (other than a 
payment that is an excluded payment with re- 
spect to the taxpayer for the year) has, by rea- 
son of a change in the purchasing power of 
money, decreased over an inflation adjustment 

_ period of the obligation that ends in the year, 
and 


(b) where the non-indexed debt obligation associ- 
ated with the indexed debt obligation is an obli- 
gation that is described in any of paragraphs 
7000(1)(a) to (d), the amount of interest that 
would be determined under subsection 7000(2) to 
accrue to the taxpayer in respect of the non-in- 
dexed debt obligation in the particular period that 


(1) begins at the beginning of the first inflation 
adjustment period of the indexed debt obliga- 
tion in réspect of the taxpayer that ends in the 
year, and 


(ii).ends at the end of the last inflation adjust- 
ment period of the indexed debt obligation in 
respect of the taxpayer that ends in the year 


if the particular period were a taxation year of the 
taxpayer and the taxpayer’s interest in the, in- 
dexed debt obligation were an interest.in the non- 
indexed debt obligation. 


(2) For the purposes of subparagraph 16(6)(a)(i1) of 
the Act, where at any time in a taxation year a tax- 
payer holds an interest in an indexed debt obligation, 
there is prescribed as interest payable and paid by 
the taxpayer in the year in respect of the obligation 
the amount, if any, by which 


(a) the total of the amounts, if any, determined 
under subparagraphs (1)(a)(ii) and (iii) for the 
year in respect of the taxpayer’s interest in the 
obligation 


exceeds 


(b) the amount, if any, determined under subpara- 
graph (1)(a)(i) for the year in respect of the tax- 
payer’s interest in the obligation. 


(3) For the purposes. of subparagraph 16(6)(b)(G) of 
the Act, where at any time in a taxation year an in- 
dexed debt obligation is an obligation of a taxpayer, 
there is prescribed as interest payable in respect of 
the year by the taxpayer in respect of the obligation 
the amount, if any, that would be determined under 
paragraph (1)(a) in respect of the taxpayer for the 
year if, at each time at which the obligation.is an ob- 
ligation of the taxpayer, the taxpayer were the holder 
of the obligation and not the debtor under, the 
obligation. 


(4) For the purposes of dua id aera 16(6)(b)(ii) of 
the Act, where at any time in a,taxation year an in- 
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dexed debt obligation is an obligation of a taxpayer, 
there is prescribed as interest receivable and received 
by the taxpayer in the year in respect of the obliga- 
tion the amount, if any, that would be determined 
under subsection (2) in respect of the taxpayer for 
the year if, at each time at which the obligation is an 
obligation of the taxpayer, the taxpayer were the 
holder of the obligation and not the debtor under the 
obligation. 


(5) For the purpose of determining the amount by 
which an indexed payment under an indexed debt 
obligation has increased or decreased over a period 
because of a change in the purchasing power of 
money, the amount of the indexed payment at any 
time shall be determined using the method for com- 
puting the amount of the payment at the time it is to 
be made, adjusted in a reasonable manner to take 
into account the earlier date of computation. 


(6) For the purposes of this section, the non-indexed 
debt obligation associated with an indexed debt obli- 
gation is the debt obligation that would result if the 
indexed debt obligation were amended to eliminate 
all adjustments determined by reference to changes 
in the purchasing power of money. 


(7) In this section, 


“excluded payment” with respect to a taxpayer for 
a taxation year means an indexed payment under an 
indexed debt obligation where 


(a) the non-indexed debt obligation associated 
with the indexed debt obligation provides for the 
payment, at least annually, of interest at a single 
fixed rate, and 


(b) the indexed payment corresponds to one of 
the interest payments referred to in paragraph (a), 


but does not include payments under an indexed debt 
obligation where, at any time in the year, the tax- 
payer’s proportionate interest in a payment to be 
made under the obligation after that time differs 
from the taxpayer’s proportionate interest in any 
other payment to be made under the obligation after 
that time; 


“4ndexed payment” means, in relation to an indexed 
debt obligation, an amount payable under the obliga- 
tion that is determined by reference to the purchasing 
power of money; 


“{nflation adjustment period’ of an indexed debt 
obligation means, in relation to a taxpayer, 


(a) where the taxpayer acquires and disposes of 
the taxpayer’s interest in the obligation in the 
same regular adjustment period of the obligation, 
the period that begins when the taxpayer acquires 
the interest in the obligation and ends when the 
taxpayer disposes of the interest, and 


(b) in any other case, each of the following con- 
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secutive periods: 


(i) the period that begins when the taxpayer 
acquires the taxpayer’s interest in the obliga- 
tion and ends at the end of the regular adjust- 
ment period of the obligation in which the tax- 
payer acquires the interest in the obligation, 


(ii) each succeeding regular adjustment period 
of the obligation throughout which the tax- 
payer holds the interest in the obligation, and 


(iii) where the taxpayer does not dispose of 
the interest in the obligation at the end of a 
regular adjustment period of the obligation, 
the period that begins immediately after the 
last period referred to in subparagraphs (i) and 
(ii) and that ends when the taxpayer disposes 
of the interest in the obligation; 


“regular adjustment period” of an indexed debt 
obligation means 


(a) where the terms or conditions of the obliga- 
tion provide that, while the obligation is outstand- 
ing, indexed payments are to be made at regular 
intervals not exceeding 12 months in length, each 
of the following periods: 


(i) the period that begins when the obligation 
is issued and ends when the first indexed pay- 
ment is required to be made, and 


(ii) each succeeding period beginning when an 
indexed payment is required to be made and 
ending when the next indexed payment is re- 
quired to be made, 


(b) where paragraph (a) does not apply and the 
obligation is outstanding for less than 12 months, 
the period that begins when the obligation is is- 
sued and ends when the obligation ceases to be 
outstanding, and 


(c) in any other case, each of the following 
periods: 


(i) the 12-month period that begins when the 
obligation is issued, 


(ii) each succeeding 12-month period through- 
out which the obligation is outstanding, and 


(iii) where the obligation ceases to be out- 
standing at a time other than the end of a 12- 
month period referred to in subparagraph (i) 
or (ii), the period that commences immedi- 
ately after the last period referred to in those 
subparagraphs and that ends when the obliga- 
tion ceases to be outstanding. 

History: S. 7001 added by P.C. 1996-1419, s. 4, September 11, 


1996, Canada Gazette, Part II, October 2, 1996, applicable to debt 
obligations issued after October 16, 1991. 


Part LXx! — Prescribed 
Federal Crown Corporations 


History: Part LXXI (s. 7100) added by P.C. 1984-3095, August 31, 
1984, Canada Gazette, Part II, September 19, 1984, effective Sep- 
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tember 1, 1984. 


7100. For the purposes of section 27 and subsection 
124(3) of the Act, the following are hereby pre- 
scribed to be federal Crown corporations: 


Canada Deposit Insurance Corporation 
Canada Development Investment Corporation 
Canada Lands. Company Limited 

Canada Mortgage and Housing Corporation 
Canada Post Corporation 

Canadian Broadcasting Corporation 

Cape Breton Development Corporation 
Farm Credit Corporation 

Freshwater Fish Marketing Corporation 
Petro-Canada 

Royal Canadian Mint 

Teleglobe Canada 

The St. Lawrence Seaway Authority: 

VIA Rail Canada Inc. 


History: S. 7100 amended by P.C. 1996-1927, s. 1, December 19, 


1996, Canada Gazette, Part II, January 8, 1997; the deletion of “Air | 


Canada” and the addition of “Canada Lands Company Limited” ap- 
plicable November.1, 1995; the deletion of the reference to National 
Railways applicable January 1, 1996. 


S.7100 amended by P.C. 1994-930, June 2, 1994, Canada Gazette, 
Part II, June 15, 1994, applicable after March 26, 1994. 


S. 7100 amended by P.C. 1991-2029, October 24, 1991, Canada 
Gazette, Part Il, November. 6, 1991, effective commencing July 3, 
191: 


S. 7100 amended by P.C. 1991-1822, September 26, 1991, Canada 
Gazette, Part II, October 9, 1991, applicable commencing January 
1, F991: 


S. 7100 amended by P.C. 1991-350, February 28, 1991, Canada 
Gazette, Part II, March 13, 1991, applicable after January 1991. 


S. 7100 amended by P.C. 1986-2590, s. 18, November 20, 1986, 
Canada Gazette, Part II, December 10, 1986, effective July 15, 
1985. 


S. 7100 amended by P.C. 1985-466, February 14, 1985, Canada 
Gazette, Part II, March 6, 1985, effective commencing September 1, 
1984. 


Interpretation Bulletins: IT-347R2: Crown corporations. 


Part LXxil — Cumulative 
Deduction Account 


History: Part LXXII (s. 7200) added by P.C. 1984-3789, s. 18, No- 
vember 29, 1984, Canada Gazette, Part II, December 12, 1984, ap- 
plicable in respect of the first taxation year of a corporation ending 
after 1982. 


7200. Prescribed addition and reduction — (1) 
For the purposes of subparagraph 125(6)(b)(iii.1) of 
the Act, “prescribed addition” in respect of a corpo- 
ration means 


(a) where, during the period of time commencing 
on October 24, 1979 and ending at the time of the 
commencement of the corporation’s first taxation 
year ending after 1982, the number of specified 
reductions deducted in computing the cumulative 
deduction account of the corporation exceeds the 
number of specified additions added in comput- 
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ing the cumulative deduction account of the cor- 
poration, the amount, if any, by which 


(i) the amount of the last specified reduction 
deducted in computing the corporation’s cu- 
mulative deduction account 


exceeds '/s of the amount, if any, by which 


(ii) the aggregate of all amounts deducted by 
virtue of subparagraph 125(6)(b)(iv) ‘of the 
Act in computing the corporation’s cumula- 
tive deduction account during the period of 
time commencing on the first day of the taxa- 
tion year of the corporation in which the last 
specified reduction was made and ending at 
the time of the commencement of the corpora- 
tion’s first taxation year ending after 1982 


exceeds 


(ili) the aggregate of all amounts added by vir- 
tue of subparagraphs 125(6)(b)(ii) and (iii) of 
the Act in computing the corporation’s cumu- 
lative deduction account during the period of 
time referred to in subparagraph (ii); and 


(b) where, during the period of time commencing 
on October 24, 1979 and ending at the time of the 
commencement of the corporation’s first taxation 
year ending after 1982 


(i) the number of specified reductions de- 
ducted in computing the cumulative deduction 
account of the corporation equals the number 
of specified additions added in computing the 
cumulative deduction account of the 
corporation, 


(ii) the later of the last specified reduction and 
the last specified addition was a specified re- 
duction, and 


(iii) the amount of the last specified reduction 
exceeds the amount of the last specified 
addition, 


the amount, if any, by which 


(iv) the amount by which the amount of the 
last specified reduction exceeds the amount of 
the last specified addition 


exceeds '/s of the amount, if any, by which 


(v) the aggregate of all amounts deducted by 
virtue of subparagraph 125(6)(b)(iv) of the 
Act in computing the corporation’s cumula- 
tive deduction account during the period of 
time commencing on the first day of the taxa- 
tion year of the corporation in which the last 
specified reduction was made and ending at 
the time of the commencement of the corpora- 
tion’s first taxation year ending after 1982 


exceeds 


(vi) the aggregate of all amounts added by vir- 
tue of subparagraphs 125(6)(b)(ii) and (iii) of 
the Act in computing the corporation’s cumu- 
lative deduction account during the period of 
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time referred to in subparagraph (v). 


(2) For the purposes of subparagraph 125(6)(b)(iv.1) 
of the Act, “prescribed reduction” in respect of a cor- 
poration means the amount equal to the amount that 
would be determined under subsection (1) if the ref- 
erences therein to 


(a) “specified additions added” were read as 
“specified reductions deducted”’; 


(b) “specified reduction deducted” were read as 
“specified addition added”; 


(c) “specified reductions deducted” were read as 
“specified additions added”; 


(d) “last specified addition” were read as “last 
specified reduction’; 


(e) “last specified reduction” were read as “last 
specified addition’; and 


(f) “/s” were read as “'/s”. 


(3) In this section, 


(a) “cumulative deduction account” has the 
meaning assigned by paragraph 125(6)(b) of the 
Act; 

(b) “specified addition” has the meaning assigned 
to the expression “specified addition to the cumu- 
lative deduction account” by paragraph 
125(12)(a) of the Act as it applied for taxation 
years ending before 1983; and 


(c) “specified reduction” has the meaning as- 
signed to the expression “specified reduction in 
the cumulative deduction account” by paragraph 
125(12)(b) of the Act as it applied for taxation 
years ending before 1983. 


Part LXxill— Prescribed 
Amounts and Areas 


History: Heading to Part LXXIII substituted by P.C. 1988-1105, s. 
2, June 6, 1988, Canada Gazette, Part II, June 22, 1988, applicable 
to 1987 et seq. 


Part LXXIII (s. 7300) added by P.C. 1986-2770, s. 12, December 
11, 1986, Canada Gazette, Part Il, December 24, 1986, effective 
commencing May 23, 1985. 


7300. [Prescribed amounts] — For the purposes 
of paragraph 12(1)(x) of the Act, “prescribed 
amount” means 


(a) any amount paid to a, corporation by the Na- 
tive Economic Development Board created under 
Order in Council P.C. 1983-3394 of October 31, 
1983 pursuant to the Native Economic Develop- 
ment Program or paid to a corporation under the 
Aboriginal Capital Corporation Program of the 
Canadian Aboriginal Economic Development 
Strategy, where all of the shares of the capital 
stock of the corporation are 


(i) owned by aboriginal individuals, 
(ii) held in trust for the exclusive benefit of 
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aboriginal individuals, 


(iii) owned by a corporation, all the shares of 
which are owned by aboriginal individuals, or 


(iv) owned or held in a combination of owner- 
ship structures described in subparagraph (1), 
(ii) or (111) 
and the purpose of the corporation is to provide 
loans, loan guarantees, bridge financing, venture 
capital, lease financing, surety bonding or other 
similar financing services to aboriginal enter- 
prises; or 
(b) prescribed assistance within the meaning as- 
signed by section 6702. 


Related Provisions: ITA 80(1)“excluded obligation(a)() — 
Debt forgiveness rules do not apply to prescribed amount. 


History: Para. 7300(a) amended by P.C. 1991-729, April 18, 1991, 
Canada Gazette, Part Il, May 8, 1991, to substitute subparas. (i) to 
(iv) for “owned by aboriginal individuals”. 


S. 7300 amended by P.C. 1990-213, February 8, 1990, Canada Ga- 
zette, Part Il, February 28, 1990, to add para. (a), applicable to 
amounts received after May 22, 1985. 


Forms: T2124: Statement of business activities. 


7301. For the purposes of subsection 164.1(1) of the 
Act, $325 is the prescribed amount for the 1987 tax- 
ation year. 


History: S. 7301 added by P.C. 1987-2168, October 22, 1987, 
Canada Gazette, Part II, November 11, 1987. 


7302, 7303. [Revoked] 


History: Ss. 7302, 7303 revoked by P.C. 1993-1688, s. 1, August 
26, 1993, Canada Gazette, Part II, September 8, 1993, applicable to 
1993 et seq. 


Ss. 7302, 7303 added by P.C. 1988-1105, June 6, 1988, Canada 
Gazette, Part II, June 22, 1988, applicable to 1987 et seq. 


7303.1 (1) [Prescribed northern zone] — An 
area is a prescribed northern zone for a taxation year 
for the purposes of section 110.7 of the Act where it 
iS 


(a) the Yukon Territory or the Northwest 
Territories; 


(b) those parts of British Columbia, Alberta and 
Saskatchewan that lie north of 57°30'N latitude; 


(c) that part of Manitoba that lies 
(i) north of 56°20'N latitude, or 
(ii) north of 52°30'N latitude and east of 
95°25'W longitude; 
(d) that part of Ontario that lies 
(i) north of 52°30'N latitude, or 


(ii) north of 51°05'N latitude and east of 
89°10'W longitude; 


(e) that part of Quebec that lies 
(i) north of 51°05'N latitude, or 


(ii) north of the Gulf of St. Lawrence and east 
of 63°00'W longitude; or 
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(f) Labrador, including Belle Isle. 


(2) [Prescribed intermediate zone] — An area 
is a prescribed intermediate zone for a taxation year 
for the purposes of section 110.7 of the Act where it 
is the Queen Charlotte Islands, Anticosti Island, the 
Magdalen Islands or Sable Island, or where it is not 
part of a prescribed northern zone referred to in sub- 
section (1) for the year and is 


(a) that part of British Columbia that lies 
(i) north of 55°35'N latitude, or 
(ii) north of 55°00'N latitude and east of 
122°00'W longitude; 
(b) that part of Alberta that lies north of 55°00'N 
latitude; 
(c) that part of Saskatchewan that lies 
(i) north of 55°00'N latitude, 
(ii) north of 54°15'N latitude and east of 
107°00'W longitude, or 
(iii) north of 53°20'N latitude and east of 
103°00'W longitude; 
(d) that part of Manitoba that lies 
(i) north of 53°20'N latitude, 
(ii) north of 52°10'N latitude and east. of 
_ 97°40'W longitude, or 
(iii) north of 51°30'N latitude and east of 
96°00'W longitude; 
(e) that part of Ontario that lies north of 50°35'N 
latitude; or 
(f) that part of Quebec that lies 
(i) north of 50°35'N latitude and west of 
79°00'W longitude, 
(ii) north of 49°00'N latitude, east of 79°00'W 
longitude and west of 74°00'W longitude, 
(111) north of 50°00'N latitude, east of 74°00'W 
longitude and west of 70°00'W longitude, 
(iv) north of 50°45'N latitude, east of 70°00'W 
longitude and west of 65°30'W longitude, or 


(v) north of the Gulf of St. Lawrence, east of 
65°30'W longitude and west of 63°00'W 
longitude. 

History: S. 7303.1 enacted by P.C. 1993-1688, s. 2, August 26, 


1993, Canada Gazette, Part II, September 8, 1993, applicable to 
1988 et seq. 


Remission Orders: Prescribed Areas Forward Averaging Remis- 
sion Order, P.C. 1994-109 (remission for certain residents of pre- 
scribed areas who filed forward averaging elections for 1987). 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


7304. (1) In this section, 


“member of the taxpayer’s household” includes 
the taxpayer; 


“designated city’? means St. John’s, Halifax, Monc- 


Reg. 7304(4)(a)(ii) 


ton, Quebec City, Montreal, Ottawa, Toronto, North 
Bay, Winnipeg, Saskatoon, Calgary, Edmonton and 
Vancouver. 


(2) For the purposes of this section, the trip cost to a 
taxpayer in respect of a trip made by an individual 
who, at the time the trip was made, was a member of 
the taxpayer’s household is the least. of 


(a) the aggregate of 


(1) the value of travel assistance, if any, pro- 
vided by the taxpayer’s employer in respect of 
travelling expenses for the trip, and — 


(ii) the amount, if any, received by the tax- 
payer from his employer in respect of travel- 
ling expenses for the trip, 


(b) the aggregate of 


(1) the value of travel assistance, if any, pro- 
vided by the taxpayer’s employer in respect of 
travelling expenses for the trip, and 


(ii) travelling expenses incurred by the tax- 
payer for the trip, and 


(c) the lowest return airfare ordinarily available, 
at the time the trip was made, to the individual 
for flights between the place in which the individ- 
ual resided immediately before the trip, or the air- 
port nearest thereto, and the designated city that 
is nearest to that place. 


(3) For the purposes of subsection (4), the “period 
travel cost” to a taxpayer for a period in a taxation 
year, in respect of an individual who was a member 
of the taxpayer’s household at any time during the 
period, is the total of the trip costs to the taxpayer in 
respect of all trips that were made by the individual 
at a time when the individual was a member of the 
taxpayer's household where the trips may reasonably 
be considered to relate to the period. 


(4) For the purposes of clause 110.7(1)(a)(i)(A) of 
the Act, the prescribed amount in respect of a tax- 
payer for a period in a taxation year is the lesser of 


(a) the total of 


(i) the value of travel assistance, if any, pro- 
vided in the period by the taxpayer’s em- 
ployer in respect of travelling expenses for 
trips, each of which was made by an individ- 
ual who, at the time the trip was made, was a 
member of the taxpayer’s household, where 
the trips may reasonably be considered to re- 
late to the period, and 


(ii) the amount, if any, received in the period 
by the taxpayer from the taxpayer’s employer 
in respect of travelling expenses for trips, each 
of which was made by an individual who, at 
the time the trip was made, was a member of 
the taxpayer’s household, where the trips may 
reasonably be considered to relate to the pe- 
riod; and 
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(b) the total of all the period travel costs to the 
taxpayer for the period in respect of all individu- 
als who were members of the taxpayer’s house- 
hold at any time in the period. 

History: Para. 7304(2)(c), subsecs. 7304(3), (4) amended by P.C. 


1993-1688, s. 3, August 26, 1993, Canada Gazette, Part II, Septem- 
ber 8, 1993, applicable to 1988 ef seq. 


S. 7304 added by P.C. 1988-1105, s. 3, June 6, 1988, Canada Ga- 
zette, Part II, June 22, 1988, applicable to 1987 et seq. 


7305. For the purposes of subsection 80.3(4) of the 
Act, prescribed drought regions in respect of 


(a) the 1988 calendar year are 


(i) the Province of Ontario, other than the 
Counties of Bruce, Grey, Oxford and 
Cochrane, 


(ii) the Provinces of Manitoba, Saskatchewan 
and Alberta, and 


(iii) in the Province of British Columbia, the 
Regional Districts of Cariboo, Thompson-Ni- 
cola, Columbia-Shuswap, North Okanagan, 
Central Okanagan, Okanagan-Similkameen, 
Kootenay-Boundary, Central Kootenay and 
East Kootenay, Electoral Areas A, B and C of 
the Squamish-Lillooet Regional District, Elec- 


Waverley, Mankota, Glen McPherson, White 
Valley, Reno, Stonehenge, Wood River, Pinto 
Creek, Auvergne, Wise Creek, Grassy Creek, 
Arlington, Bone Creek, Carmichael, Piapot, 
Maple Creek, Webb, Gull Lake, Big Stick, 
Enterprise, Riverside, Pittville, Fox Valley, 
Lacadena, Miry Creek, Clinworth, Happyland, 
Deer Forks, Monet, Snipe Lake, Newcombe, 
Chesterfield, Pleasant Valley, Kindersley, 
Milton, Mountain View, Winslow, Oakdale, 
Prairiedale, Antelope Park, Grandview, Mari- 
posa, Progress Heart’s Hill, Reford, Tramping 
Lake, Grass Lake, Eye Hill, Buffalo, Round 
Valley, Senlac, Cut Knife, Hillsdale, Manitou 
Lake, Turtle River, Paynton, Eldon, Wilton, 
Mervin, Frenchman Butte, Brittania, Green- 
field, Loon Lake and Beaver River, and 


(ii) in the Province of Alberta, the Counties of 
Beaver Lamount, Minburn, Newell, Smokey 
Lake, St. Paul, Two Hills, Vermilion River 
and Vulcan, the Municipal Districts of 
Cypress (also known as Improvement District 
1), Acadia, Bonnyville, Provost, Wainwright 
and Taber, Improvement District 18, and Spe- 
cial Areas 2, 3 and 4; 


toral Areas A, B and C of the Fraser-Cheam 
Regional District and Electoral Area H of the 
Fraser-Fort George Regional District; 


(b) the 1989 calendar year are 


(i) the Province of Manitoba, other than the 
Rural Municipalities of Bifrost, Coldwell, 
Gimli, St. Laurent, Woodlands, Portage La 
Prairie, St. Francois Xavier, Grey, MacDon- 
ald, Franklin, De Salaberry, Ritchot, Hanover, 
La Broquerie, Ste. Anne, Taché, West St. 
Paul, Springfield, Whitemouth, Lac Du Bon- 
net, Brokenhead, St. Clements, East St. Paul, 
Rosser, Cartier, Rockwood and St. Andrews, 
and the Local Government Districts of Fisher, 
Armstrong, Stuartburn, Piney, Reynolds and 
Alexander, 


(ii) the Province of Saskatchewan, other than 
the Rural Municipalities of Mervin, French- 
man Butte, Greenfield, Loon Lake, Meadow 
Lake and Beaver River, and 


(iii) in the Province of Alberta, the Counties 
of Forty Mile, Lethbridge, Vulcan, Newell, 
Wheatland and Vermilion River, the Munici- 
pal Districts of Taber, Willow Creek, Foot- 
hills, Acadia, Provost and Wainwright, Im- 
provement District 1 and Special Areas 2, 3 
and 4; 


(c) the 1990 calendar year are 


(i) in the Province of Saskatchewan, the 
Rurual Municipalities of Happy Valley, Hart 
Butte, Poplar Valley, Val Marie, Lone Tree, 
Frontier, Bengough, Willow Bunch, Old Post, 
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(d) the 1991 calendar year are, in the Province of 
Alberta, the Counties of Athabasca, Beaver, La- 
mont, Minburn, Smoky Lake, St. Paul, Thorhild, 
Two Hills and Vermilion River, the Municipal 
Districts of Acadia, Bonnyville, Wainwright and 
Westlock, Improvement District 18 South and 
Special Areas 2, 3 and 4; and 


(e) the 1992 calendar year are 


(i) in. the Province of British Columbia, the 
Regional Districts of Bulkley-Nechako, 
Cariboo, Fraser-Fort George and Peace River, 


(ii) in the Province of Saskatchewan, the Ru- 
ral Municipalities of Arborfield, Arlington, 
Auvergne, Baildon, Barrier Valley, Battle 
River, Bayne, Beaver River, Bengough, Big- 
gar, Big Quill, Big Stick, Birch Hills, 
Bjorkdale, Bone Creek, Bratt’s Lake, Britan- 
nia, Buckland, Buffalo, Canaan, Carmichael, 
Caron, Chaplin, Chesterfield, Clayton, 
Clinworth, Connaught, Coulee, Cupar, Cut 
Knife, Deer Forks, Douglas, Eldon, Elm- 
sthorpe, Enfield, Enterprise, Excel, Excelsior, 
Eyebrow, Eye Hill, Fish Creek, Flett’s 
Springs, Fox Valley, Frenchman Butte, Fron- 
tier, Garden River, Glen Bain, Glen McPher- 
son, Glenside, Grandview, Grant, Grass Lake, 
Grassy Creek, Gravelbourg, Great Bend, Gull 
Lake, Happyland, Happy Valley, Hart Butte, 
Hillsborough, Hillsdale, Hoodoo, Hudson 
Bay, Humboldt, Invergordon, Ituna Bon Ac- 
cord, Kellross, Kelvington, Key West, Kinis- 
tino, Kutawa, Lacadena, Lac Pelletier, Lake 
Johnston, Lake Lenore, Lake of The Rivers, 
Lakeside, Lawtonia, Leroy, Lipton, Living- 


Part LXXII— Prescribed Amounts and Areas Reg. 7305 


ston, Lone Tree, Loon Lake, Manitou’ Lake, | 
-Mankota, Maple Creek, Mariposa, Marquis, | 
Marriott, Mayfield, Medstead, Meeting Lake, 
Meota, Mervin, Miry Creek, Monet, Moose | 
Jaw, Moose Range, Morse, Mountain View, 
Newcombe, Nipawin, North Battleford, Oak- 
dale, Old Post, Parkdale, Paynton, Pense, 
Piapot, Pinto Creek, Pittville, Pleasantdale, 
Pleasant Valley, Ponass Lake, Poplar Valley, 
- Porcupine, Prairie, Prairie Rose, Prince Al-— 
bert, Progress, Redberry, Redburn, Reford, 
Reno, Riverside, Rodgers, Rosemount, Round 
Hill, Round Valley, St. Andrews, St. Louis, 
St. Peter, Saskatchewan Landing, Senlac, 
Shamrock, Sherwood, Snipe Lake, Spalding, 
Star City, Stonehenge, Surprise Valley, Sut- 
ton, Swift Current, Terrell, The Gap, Three 
Lakes, Tisdale, Torch River, Touchwood, 
Tramping Lake, Tullymet, Turtle River, Val 
_. Marie, Victory, Waverley, Webb, 
_., Wheatlands, Whiska Creek, White Valley, 
.,. Willow Bunch, Willow Creek, Wilton, Wins- 
low, Wise Creek, Wolverine and Wood River, 
and | TPO! | 
_ (iii) in the Province of Alberta, the Counties 
of Athabasca, Barrhead, Beaver, Camrose, 
Flagstaff, Forty Mile, Grande Prairie, Lac Ste. 
_ Anne, Lamont, Leduc,. Lethbridge, Minburn, 

Parkland, Smoky Lake, St. Paul, Strathcona, 

- Thorhild, Two Hills, Vermilion River and 
Warner, the Municipal Districts of Bon- 

_nyville, Brazeau, Cardston, Cypress, 

_ Fairview, Peace, Provost, Smoky River, Spirit 
River, Sturgeon, Taber, Wainwright and 
Westlock, Improvement Districts 14, 15, 16, 
‘17 East, 17 West, 18 South, 19, 20, 21, 22 and 

23, and the City of Edmonton. — 
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+ ~~ RM 409 Buffalo 
* RM 410 Round Val 
RM = Rural Municipality — 


History: Para. 7305(e) added by P.C. 1993-1210, June 8, 1993, 
Canada Gazette, Part I, June 30, 1993, applicable after 1991. 


Para. 7305(d) added by P.C. 1992-2542, December 10, 1992, Can- 
ada Gazette, Part Il, December 30, 1992, applicable after 1990. 


S. 7305 added by P.C. 1991-464, March 14, 1991, Canada Gazette, 
Part II, March 27, 1991, applicable after 1987. 


7305.1 [Prescribed amount] — (1) Except where 
subsection (2) applies, for the purpose of subpara- 
graph 6(1)(k)(v) of the Act, the amount prescribed 
for a taxation year ending after 1992 is 12 cents. 


(2) For the purpose of subparagraph 6(1)(k)(v) of the 
Act, where a taxpayer is employed in a taxation year 
ending after 1993 by a particular person principally 
in selling or leasing automobiles and an automobile 
is made available in the year to the taxpayer or a per- 
son related to the taxpayer by the particular person 
or a person related to the particular person, the 
amount prescribed for the taxpayer in respect of the 
automobile for the year is 9 cents. 


income in thei 
increased by o 


cent per kilometre to 


These rates reflect 
preciation and financ 
employer-owned vehicle 4 
mobile standby charge) is calcul 


Income Tax Regulations 


History: S. 7305.1 added by P.C. 1995-775, May 16, 1995, Can- 
ada Gazette, Part II, s. 6, May 31, 1995; subsec. (1) applicable to 
1993 et seq., subsec. (2) applicable to 1994 et seq. 


7306. For the purposes of paragraph 18(1)(r) of the 
Act, the amount in respect of the use of one or more 
automobiles in a taxation year by an individual is the 
aggregate of 


(a) in respect of kilometres driven after 1987 for 
the purpose of earning income of the individual, 
the aggregate of 


(i) 27 cents multiplied by the number of such 
kilometres, up to and including 5,000, driven 
in the year, 


(ii) 21 cents multiplied by the number of such 
kilometres in excess of 5,000 driven in the 
year, and 


(iii) 4 cents multiplied by the number of such 
kilometres driven in the year in the Yukon 
Territory or the Northwest Territories, and 


(b) in respect of kilometres driven after August 
1989 for the purpose of earning income of the in- 
dividual, 4 cents multiplied by the number of 
such kilometres driven in the year. 
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Related Provisions: Reg. 1100(2.5) — 50% CCA in 
position; Reg. Sch. II:Cl. 10.1. 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-522R: Vehicle, travel and sales expenses of employees. 


year of dis- 


(2) For the purpose of the description of A in section 
67.2 of the Act, the amount prescribed in respect of 
an automobile acquired after August 1989 is $300. 


1991, Canada Gazette, Part II, December 4, 1991, applicable re al- 
lowances paid for use after 1987 of automobiles. 


7307. (1) For the purposes of subsection 13(2), para- 
graph 13(7)(g), subparagraph 13(7)(h)(i1i), subsec- 
tions 20(4) and (16.1), the description of B in para- 
graph 67.3(d) and subparagraph 85(1)(e.4)(i) of the 
Act, the amount prescribed is 


(a) with respect to an automobile acquired, or 
leased under a lease entered into, after August 
1989 and before 1991, $24,000; and 


(b) with, respect to an automobile acquired, or 
leased under a-lease entered into, after 1990, the 
amount equal to the aggregate of 


(i) $24,000, 


(ii) where the automobile was acquired, the 
federal and provincial sales taxes that: would 
have been payable on the acquisition of the 
automobile if it had been acquired at a cost, 
before those taxes, of $24,000, and 


(3) For the purpose of the’ description of A in para- 
graph 67.3(c) of the Act, the amount prescribed in 
respect of a taxation year of a lessee is, with respect 
to an automobile leased under a lease entered into 


(a) after August 1989 and before 1991, $650; and 


(b) after 1990, the amount equal to the aggregate 
of 


(i) $650, and 
(ii) the greatest amount of federal and provin- 


(111) where the automobile was leased, the fed- 
eral and provincial sales taxes that would have 
been payable on the acquisition of the auto- 
mobile if it had been acquired at the time the 
lease was entered into at a cost, before those 
taxes, of $24,000. 


cial sales taxes that. would have been payable 
on a monthly payment under the lease in the 
taxation year of the lessee, if the lease has re- 


quired monthly payments, before those taxes, 
_ of $650. 
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(4) For the purpose of the description of C in para- 
graph 67.3(d) of the Act, the amount prescribed in 
respect of an automobile leased under a lease entered 
into after August 1989 is the amount equal to 100/85 
of the amount determined in accordance with sub- 
section (1) in respect of the automobile. 


History: Subsec. 7307(1) amended by P.C. 1995-775, s. 7, May 16, 
1995, Canada Gazette, Part Tl, May 31, 1995, applicable with re- 
spéct to automobiles acquired, or leased under leases entered into, 
after August 31, 1989. 


Subsec. 7307(1) amended:by P.C. 1994-103, .s. 2, January 20, 1994, 
Canada Gazette, Part Il, February 9, 1994, applicable to automo- 
biles acquired or leased under leases entered into after August 31, 
1989. 


S. 7307 added by P.C. 1991-2272, s. 4, November 21, 1991, Can- 
ada Gazette, Part Il, December 4, 1991. 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals. 


7308. (1) In this section, “carrier” has the meaning 
assigned by subsection 146.3(1) of the Act. 


(2) For the purposes of this section, a retirement in- 
come fund is a qualifying retirement income fund at 
a particular time if 


(a) the fund was entered into before 1993 and the 
carrier has not accepted any property as consider- 
ation under the fund after 1992 and at or before 
the particular time, or 


(b) the carrier has not accepted any property as 
consideration under the fund after 1992 and at or 
before the particular time, other than property 
transferred from a retirement income fund that, 
immediately before the time of the transfer, was a 
qualifying retirement income fund. 


(3) For the purposes of the definition “minimum 
amount” in subsection'146.3(1) of the Act, the pre- 
scribed amount in respect of an individual for a year 
in connection with a retirement income fund that was 
a qualifying retirement income fund at the beginning 
of the year is the factor, determined pursuant to the 
following table, that corresponds to the age in whole 
years (in the table referred to as “X”’) attained by the 
individual at the beginning of that year or that would 
have been so attained by the individual if the indi- 
vidual had been alive at the beginning of that year. 


Xx: Factor 
under 79 1/(90 - X) 


Income Tax Regulations 


».¢ Factor 
719 .0853 
80 .0875 
81. .0899 
82 . .0927 
83 | .0958 
84 .0993 
85 .1033 
86 .1079 
87 hi33 
88 .1196 
89 ioae 
90 .1362 
9] LAS 
92 .1612 
93 .1792 
94 or older .2000 


(4) For the purposes of the definition “minimum 
amount” in subsection 146.3(1) of the Act, the pre- 
scribed amount in respect of an individual for:a year 
in connection with a retirement income fund other 
than a fund that was a qualifying retirement income 
fund at the beginning of the year is the factor, deter- 
mined pursuant to the following table, that corre- 
sponds to the age in whole years (in the table re- 
ferred to as “Y’’) attained by the individual at the 
beginning of that year or that would have been so 
attained by the individual if the individual had been 
alive at the beginning of that year. 


Y Factor 

under 71 1/(90 - Y) 
71 .0738 
i whe .0748 
73 .0759 
74 ely yk 
&) .0785 
46 .0799 
ay .0815 
78 .0833 
719 .0853 
SO Ah cabled, 5/055 92) 
81 .0899 
82 .0927 
83 0958 
84 .0993 
85 -,1033 
86 .1079 
87 133 
88 .1196 
89 1271 
90 .1362 
91 - .1473 
92 .1612 
93 . .1792 
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malas teks Factor 
94 or older eee .2000 
History: S. 7308 enacted by P.C. 1994-102, January 20, 1994, 


Canada Gazette, Part II, February 9, 1994, applicable to 1992 et 
seq. be Si 


Part LXxIV — Prescribed Tax 
Treaty Provisions and __ 
Election 


History: Part LXXIV (s. 7400) added by P.C. 1988-1473, 8.5, July 
21, 1988, Canada Gazette, Part II, August 3, 1988, applicable to 
taxation years commencing after 1984. ° 


7400. (1) For the purposes of section 115.1 of the 
Act, the following tax treaty provisions are hereby 
prescribed: | | 
(a) paragraph 8 of Article XIII of the Convention 
as defined in section 2 of the Canada—United 
States Tax Convention Act, 1 984; and 


(b) paragraph 6 of Article 13 of the Convention — 


as. defined in section 2 of the  Can- 
ada—Netherlands Income Tax Convention Act, 
1986. , 


(2) The election described in paragraph 115.1(b) of 
the Act in respect of a disposition of property may be 
made ! 


(a) at any time, if the vendor and the purchaser of 
the property have filed with the Minister a Waiver 
in respect of the disposition in the form pre- 
scribed for’ the purposes of subparagraph 
152(4)(a)Gi) of the Act within three years after 
the day that the Minister, by virtue of subsection 
152(2) or (4) of the Act, mails to the vendor a 
notice of an original assessment or a notification 
that no tax is payable for the ‘taxation year of the 
vendor in which the vendor disposed’ of the prop- 
erty; and 

(b) within three years after the day referred to in 
paragraph (a), in any other case. 


Interpretation Bulletins: IT-420R3: Non-residents — income 
earned in Canada. 


Part Lxxv — Prescribed Film 
Productions and Revenue 
Guarantees 


History: Part LXXV (s. 7500) added by P.C. 1988-1474, July 21, 
1988, Canada Gazette, Part II, August 3, 1988, applicable after Feb- 
ruary 25, 1986. 


7500. . For the . purposes of subparagraph 


96(2.2)(d)(ii) of the Act and this Part, 


“prescribed film production” means a certified 
production defined in subsection 1104(2); 


“prescribed revenue guarantee” means ’a revenue 


Part LXXVII 


guarantee in respect of a prescribed film production, 
which guarantee is certified by the Minister of Com- 
munications to be’a guarantee under which the per- 
son who agrees to provide the revenue is a licensed 
broadcaster or bona fide film or tape distributor. 


1995, c. 11: S. 46 of 1995, ¢. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 

ter of Communications, the Ministér of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties°and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Part Lxxvi — Carved-Out 
Property Exclusion 


History: Part LXXVI (s. 7600) added by P.C. 1989-1793, s. 2, Sep- 
tember 21, 1989, Canada Gazette, Part II, October 11, 1989; appli- 
cable to property acquired after July 19, 1985. 


7600. For the purposes of paragraph (g) of the defi- 
nition “carved-out property” in subsection 209(1) of 
the Act, a prescribed property at any time is 


(a) any right, licence or privilege to prospect, ex- 

plore, drill or mine for minerals in'a mineral re- 

source (otherthan a bituminous sands deposit) oil 
» sands: deposit or oil ‘shale deposit) in Canada; 


(b) any rental or royalty computed by reference to 
the amount or value of production of minerals 
from a mineral resource (other than a bituminous 
sands deposit, oil sands deposit or oil shale de: 
posit) in Canada; : 


(c) any real property in Canada the principal 
value of which depends on its mineral resource 
content (other jthan’a’ bituminous sands deposit, 
oil sands deposit or oil shale deposit): 


(d) any right to or interest in any property de- 
scribed in any of paragraphs (a) to (c); or 


(€) a property acquired before that time by a tax- 
payer in the circumstances described in paragraph 
(c) of the definition “carved-out property” in sub- 
section 209(1) of the Act, except where it is rea- 
sonable to consider that one of the main-reasons 
for the acquisition of the property, or any series 
of transactions or events in which the property 
was acquired, by the taxpayer was to reduce or 
postpone tax that would, but for this paragraph, 
be payable by another taxpayer under Part XII.1 
of the: Act. . 


Part Lxxvil — Prescribed 
Prizes 


History: Part LXXVII (s. 7700) added by P.C. 1989-1923, s. 2 
September 28, 1989, Canada Gazette, Part II, October 11, 1989, ap- 
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plicable in respect of 1983 et seq. 


7700. For the purposes of subparagraph 56(1)(n)(i) 
of the Act, a prescribed prize is any prize that is rec- 
ognized by the general public and that is awarded for 
meritorious achievement in the arts, the sciences or 
service to the public but does not include any 
amount that can reasonably be regarded as having 
been received as compensation for services rendered 
or to be rendered. 

Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 


bursaries, prizes, and research grants; IT-257R: Canada Council 
grants. 


Part LXxvill — Prescribed 
Provincial Pension Plans 


History: Part LXXVIII (s. 7800) added by P.C. 1989-1924, Sep- 
tember 28, 1989, Canada Gazette, Part II, October 11, 1989, appli- 
cable to 1987 et ‘seq. except that, for the 1987 taxation year, the 
reference to “paragraph 118(8)(e)” in subsection 7800(1) shall be 
read as a reference to “paragraph 110.2(4)(h)”. 


7800. (1) For the purposes of clause 56(1)(a)(i)(©), 
subsections 56(2) and (4), paragraph 60(v), subsec- 
tion 74.1(1) and paragraph 118(8)(e) of the Act, the 
Saskatchewan Pension Plan is a prescribed provin- 
cial pension plan. 


(2) For the purpose of subparagraph 60(v)(ii) of the 
Act, the prescribed amount for a taxation year in re- 
spect of the Saskatchewan Pension Plan is, for the 
1987 taxation year, $1,200, and for the 1988 and 
subsequent taxation years, $600. 

Interpretation Bulletins: IT-124R6: Contributions to registered 


retirement savings plans; IT-499R: Superannuation or pension bene- 
fits; IT-517R: Pension tax credit. 


Part LXxIX — Prescribed 


Financial Institutions 


History: Part LXXIX (s. 7900) added by P.C. 1990-854, s. 2, May 
10, 1990, Canada Gazette, Part Il, May 23, 1990, applicable after 
December 19, 1986. 


7900. For the purposes of section 33.1, clause 
212(1)(b)(iii)(D) and subparagraph 212(1)(b)(xi) of 
the Act, “prescribed financial institution” means 


taxation ye ie 
Technical Notes: 


Income Tax Regulations 


(a) a corporation that is a member of the Cana- 
dian Payments Association; or 


(b) a credit union that is a shareholder or member 
of a body corporate or organization that is a cen- 
tral for the purposes of the Canadian Payments 
Association Act. 


Part LXXxx — Prescribed 
Reserve Amount and 
Recovery Rate 


History: Part LXXX (ss. 8000-8005) added by P.C. 1990-2779, s. 
4, December 20, 1990, Canada Gazette, Part II, January 16, 1991, 
applicable to taxation years and fiscal periods commencing after 
June 17, 1987 that end after 1987. 


8000. For the purposes of clause 20(1)()(ii)(A) of 
the Act, the prescribed reserve amount for a taxpayer 
for a taxation year means the aggregate of 


(a) where the taxpayer is a bank, an amount equal 
to the lesser of 


(i) the amount of the. reserve reported in its 
annual report for the year that is filed with and 
accepted by the relevant authority or, where 
the taxpayer was throughout the year subject 
to the supervision of the relevant authority but 
was not required to file an annual report for 
the year with the relevant authority, in its fi- 
nancial statements for the year, as general pro- 
visions or as specific provisions, in respect of 
exposures to designated countries in respect of 
loans or lending assets of the taxpayer made 
or acquired by it in the ordinary course of its 
business, and 


(ii) an amount in respect of the loans or lend- 
ing assets of the taxpayer at the end of the 
year that were made or acquired by the tax- 
payer in the ordinary course of its business 
and reported for the year by the taxpayer to 
the relevant authority, in accordance with the 
guidelines established by the relevant author- 
ity, as part of the taxpayer’s total exposure to 
designated countries for the purpose of deter- 
mining the taxpayer’s general provisions or 
specific provisions referred to in subparagraph 
(i) or that were acquired by the taxpayer after 
August 16, 1990 and reported for the year by 
the taxpayer to the relevant authority, in ac- 
cordance with the guidelines established by 
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the relevant authority, as an exposure to a des- 
ignated country (in this subparagraph referred 

to as the “loans”’) equal to the positive or neg- 
ative amount, as the case may be, determined 
by the formula 


45% (A +B) —~(B+©) 
where 


A is the aggregate of all amounts each of 
which is the amount that would be the am- 
ortized cost of a loan to the taxpayer at the 
end of the year if the definition “amortized 
cost” in section 248 of the Act were read 
without reference to paragraphs (e) and (i) 
thereof, | 


B is the aggregate of all amounts each of 
which is the amount, if any, by which the 
principal amount of a loan outstanding at 
the time it was acquired by the taxpayer 
exceeds the amortized cost of the loan to 
the taxpayer immediately after the time it 
was acquired by the taxpayer, and 


C is the aggregate of all amounts each of 
which is 
(A) an. amount deducted in respect of a 
loan under clause 20( 1)()Gi)(B) of the 
Act in computing the taxpayer’s in- 
come for the year, or 
(B) an amount in respect of a loan de- 
termined as the amount, if any, by 
which 
(I) the aggregate of all amounts in 
respect of the loan deducted under 
paragraph 20(1)(p) of the Act in 
- computing the taxpayer’s income 
for the year or a preceding taxation 
year 


exceeds 


(II) the aggregate of all amounts in 
respect of the loan included under 
paragraph 12(1)(i) of the Act in 
computing the taxpayer’s income 
for the year or a preceding taxation 
year, and 


(b) an amount, not exceeding a reasonable 
amount, of a reserve for the year in respect of 
doubtful loans or lending assets of the taxpayer 
(other than a loan or lending described in subpar- 
agraph (a)(ii)) computed by 
(i) identifying loans or lending assets of the 
taxpayer with respect to which a reserve could 
be claimed under clause 20(1)(1)(ii)(B) of the 
Act, 


(ii) segregating particular types of loans or 
lending assets of the taxpayer referred to in 
subparagraph (i) into different classes based 
on the length of time that interest or principal 
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payable to the taxpayer in respect thereof has 
been in arrears, and 


(iii) determining the aggregate of all amounts 
each of which is the amount determined by 
multiplying the amortized cost to the taxpayer 
at the end of the year of loans or lending as- 
sets of a class described in subparagraph (ii) 
by the historical loss experience of the tax- 
payer in respect of that class. 


8001. For the purposes. of. subclause 
20(1)()Gi)(B)CD) and subparagraph 20(1).1)Gi) of 
the Act, the prescribed recovery rate is 10 per cent 


8002. For the purposes of paragraph 8000(a), 


(a) the principal amount outstanding at any time 
of a lending asset of a taxpayer that is a share of 
the capital stock of a corporation is the part of the 
consideration received by the corporation for the 
issue of the share that is outstanding at that time; 
and 


(b) where a taxpayer 


(i) realized a loss on the disposition of a loan 
or lending asset that was an exposure to a des- 
ignated country (in this paragraph referred to 
as the “former loan”) for consideration that in- 
cluded another loan or lending asset that was 
an exposure to that designated country (in this 
paragraph referred to as the “new loan”), and 


(ii) included the loss referred to’ in subpara- 
graph (i) in the calculation of its provisionable 
assets as reported in its annual report for the 
year to the relevant authority, in accordance 
with the guidelines established by the relevant 
authority, for the purposes of determining the 
taxpayer’s general provisions or specific pro- 
visions in respect of exposures to designated 
countries, 


the principal amount outstanding of the new loan 
at the time it was acquired by the taxpayer shall 
be deemed to be equal to the principal. amount 
outstanding of the former loan immediately 
before that time. 


8003. Where a taxpayer elects to have this section 
apply by notifying the Minister in writing within 90 
days after the day on which this section is published 
in the Canada Gazette, the loans or lending assets of 
the taxpayer that are described in subparagraph 
8000(a)(ii) shall not include any loan or lending as- 
set acquired by the taxpayer before November 1988 
from a person with whom the taxpayer was dealing 
at arm’s length. 


8004. For the purposes of paragraph 8000(b), “his- 
torical loss experience” of a taxpayer, in respect of a 
class of loans or lending assets, means a reasonable 
percentage of the amortized cost to the taxpayer of 
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the loans or lending assets of that class that are in- 
cluded in determining the amount under subpara- 
graph 8000(b)(iii), where that percentage is a repre- 
sentation of the prior years losses net of recoveries in 
respect of the loans or lending assets of that class. 


8005. For the purposes of subparagraph 8000(a)(ii), 
where a loan or lending asset of a person (in this sec- 
tion referred to as the “holder’’) related to a taxpayer 


(a) was reported for the year by the taxpayer to 
the relevant authority, in accordance with the 
guidelines established by the relevant authority, 
as an exposure to a designated country, 


(b) was acquired by the holder or another person 
related to the taxpayer after August 16, 1990 as 
part of a series of transactions or events in which 
the taxpayer or a person related to the taxpayer 
disposed of a loan or lending asset that 


(i) for the taxation year immediately preced- 
ing the particular year in which it was dis- 
posed of, was a loan or lending asset that was 
reported by the taxpayer to the relevant au- 
thority, in accordance with the guidelines es- 
tablished by the relevant authority, as an ex- 
posure to a designated country, and 


(ii) was a loan or lending asset a loss arising 
on the disposition of which would be a loss in 
respect of which a deduction is permitted 
under Part I of the Act to the taxpayer or a 
person related to the taxpayer, and 


(c) had an amortized cost to the holder, immedi- 
ately after the time it was acquired by the holder, 
that was less than 55 per cent of its principal 
amount, 


the following rules apply: 
(d) the loan or lending asset shall be deemed 


(i) to be a loan or lending asset of the taxpayer 
at the end of the year, 


(ii) to be a loan or lending asset of the tax- 
payer that was acquired by the taxpayer at the 
time it was acquired by the holder, and 


(iii) to have an amortized cost to the taxpayer, 
at any time, that is equal to its amortized cost 
to the holder at that time, and 


(e) any amount in respect of the loan or lending 
asset deducted under paragraph 20(1)(p) of the 
Act or included under paragraph 12(1)() of the 
Act in computing the holder’s income for a par- 
ticular year shall be deemed to have been so de- 
ducted or included, as the case may be, in com- 
puting the income of the taxpayer for the year in 
which the particular year ends. 


8006. For the purposes of this Part, 


“designated country” has the same meaning as in 
the Guidelines for banks established pursuant to sec- 
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tion 175 of the Bank Act, as that section read on May 
31, 1992, and issued by the Office of the Superinten- 
dent of Financial Institutions, as amended from time 
to time; 


“exposure to a designated country” has the same 
meaning as in the Guidelines for banks established 
pursuant to section 175 of the Bank Act, as that sec- 
tion read on May 31, 1992, and issued by the Office 
of the Superintendent of Financial Institutions, as 
amended from time to time; 


“general provisions” has the same meaning as the 
expression “general country risk provisions” in the 
Guidelines for banks established pursuant to section 
175 of the Bank Act, as that section read on May 31, 
1992, and issued by the Office of the Superintendent 
of Financial Institutions, as amended from time to 
time; 


“provisionable assets” has the same meaning as in 
the Guidelines for banks established pursuant to sec- 
tion 175 of the Bank Act, as that section read on May 
31, 1992, and issued by the Office of the Superinten- 
dent of Financial Institutions, as amended from time 
to time; 


“relevant authority” means the Superintendent of 
Financial Institutions; 


“specific provisions” has the same meaning as in 
the Guidelines for banks established pursuant to sec- 
tion 175 of the Bank Act, as that section read on May 
31, 1992, and issued by the Office of the Superinten- 
dent of Financial Institutions, as amended from time 
to time. 

History: S. 8006 added by P.C. 1992-2335, Sch. II, s. 16, Novem- 
ber 19, 1992, Canada Gazette, Part Il, December 2, 1992, applica- 


ble to taxation years and fiscal periods beginning after June 17, 
1987 and ending after 1987. 


Part LXXx! — Transition for 
Financial Institutions 


History: Part LXXXI (ss. 8100-8105) added by P.C. 1990-2779, s. 
4, December 20, 1990, Canada Gazette, Part II, January 16, 1991, 
applicable to taxation years and fiscal periods commencing after 
June 17, 1987 that end after 1987. 


8100. Transition deduction in respect of 
unpaid claims reserve — For the purpose of sub- 
section 20(26) of the Act, an insurer’s unpaid claims 
reserve adjustment for its taxation year that includes 
February 23, 1994 is the amount, if any, by which 
(a) the total of all amounts each of which is the 
maximum amount that, because of paragraph 
1400(e), was deductible under paragraph 20(7)(c) 
of the Act in respect of an insurance policy in 
computing the insurer’s income for its last taxa- 
tion year that ended before February 23, 1994 
exceeds 


(b) where the insurer elects, by notifying the 
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Minister in writing, to have this paragraph apply, 
the total of all amounts each of which is the max- 
imum amount that would, because of paragraph 
1400(e), have been deductible under paragraph 
20(7)(c) of the Act in respect of an insurance pol- 
icy in computing the insurer’s income for its last 
taxation year that ended before February 23, 1994 
if the amount “'/;” in the formula in subparagraph 
1400(e)(ii), as it read for that year, were replaced 
by the amount “1”, and 


(c) in any other case, the total of all amounts each 
of which is the maximum amount that would, be- 
cause of paragraph 1400(e) or (e.1), have been 
deductible under paragraph 20(7)(c) of the Act in 
Tespect of an insurance policy in computing the 
insurer’s income for its last taxation year that en- 
ded before February 23, 1994 if paragraph 
1400(e.1) had applied to that year and paragraphs 
1400(e) and (e.1) were read in their application to 
that year as they read in their application to the 
insurer’s taxation year that includes February 23, 
1994. 

History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 

1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 


tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


8101. Inclusion of transition amount in 
respect of unpaid claims reserve — (1) In this 
Section, “transition deduction” of an insurer means 
the amount deducted under subsection 20(26) of the 
Act in computing the insurer’s income for its taxa- 
tion year that includes February 23, 1994. 


(2) Subject to subsection (3), there is prescribed for 
the purpose of section 12.3 of the Act in respect of 
an insurer for a taxation year that ends after February 
22, 1994 the amount determined by the formula 


(0.05A + 0.10B + 0.15C) SD 
365 
where 
A is the total of 


(a) the number of days in the taxation year 
that are in 1994 or 1995, and 


(b) where the taxation year includes February 
23, 1994, the number of days in 1994 that are 
before the first day of the taxation year, 


B is the number of days in the taxation year (other 
than February 29) that are in any of 1996 to 2001, 


C is the number of days in the taxation year that are 
in 2002 or 2003, and 


D is the insurer’s transition deduction minus the 
amount, if any, required by subsection (4) or par- 
agraph (5)(b) to be subtracted. 


(3) Where subsection 88(1) of the Act has applied to 
the winding-up of an insurer (in this subsection re- 
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ferred to as the “subsidiary’’), 


(a) the values of A, B, and C in subsection (2) 
shall be determined in respect of the subsidiary 
without including any days that are after the day 
on which the subsidiary’s assets were distributed 
to its parent on the winding-up; and 


(b) there is prescribed for the purpose of section 

12.3 of the Act in respect of the parent for its tax- 

ation year that includes the day referred to in par- 
-agraph (a) the total of 


(i) the amount that would be determined under 
subsection (2) in respect of the parent for the 
year if the parent’s transition deduction did 
not include the subsidiary’s transition deduc- 
tion, and 


(ii) the amount that would be determined 
under subsection (2) in respect of the parent 
for the year if | 


(A) the values of A, B, and C in that sub- 
section were determined without including 
the day referred to in paragraph (a) and 
any days before that day, and 


(B) the value of D in that subsection were 
equal to the subsidiary’s transition 
deduction. 


(4) Where subsection 138(11.5) or (11.94) of the Act 
has applied to the transfer of an insurance business 
by an insurer, there shall be subtracted, in determin- 
ing the value of D in subsection (2) in respect of the 
insurer for a taxation year ending after the insurer 
ceased to carry on all or substantially all of the busi- 
ness, the part of the insurer’s transition deduction 
that can reasonably be attributed to the business. 


(5) Where an insurer ceases to carry on all or sub- 
stantially all of an insurance business, otherwise than 
as a result of a merger to which subsection 87(2) of 
the Act applies, a winding-up to which subsection 
88(1) of the Act applies or a transfer of the business 
to which subsection 138(11.5) or (11.94) of the Act 
applies, 
(a) there is prescribed for the purpose of section 
12.3 of the Act in respect of the insurer for its 
taxation year in which the cessation of business 
occurs, in addition to the amount prescribed by 
Subsection (2), the amount, if any, by which 


(i) the part of the insurer’s transition deduc- 
tion that can reasonably be attributed to the 
business 


exceeds 


(ii) that part of the total of the amounts in- 
cluded under section 12.3 of the Act in com- 
puting the income of the insurer for preceding 
taxation years that can reasonably be consid- 
ered to be in respect of the amount determined 
under subparagraph (i); and 


(b) there shall be subtracted, in determining the 
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value of D in subsection (2) in respect of the in- 
surer for the year or a subsequent taxation year, 
the amount determined under subparagraph (a)(i). 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


8102. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22; 1994. 


S. 8102 amended by P.C. 1992-2335, Sched. II, s. 17, November 
19, 1992, Canada Gazette, Part II, December 2, 1992, applicable to 
taxation years and fiscal periods beginning after June 17, 1987 and 
ending after 1987. 


8103. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


Subparas. 8103(a)(i), (ii) amended by P.C. 1992-2335, Schiediallas. 
18, November 19, 1992, Canada Gazette, Part Il, December 2, 
1992, applicable to taxation years and fiscal periods beginning after 
June 17, 1987 and ending after 1987. 


8104. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


8105. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 
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Part LXXxil — Prescribed 
Properties and Permanent 
Establishments 


History: The heading of Part LXXXII amended by P.C. 1994-139, 
s. 14, January 27, 1994, Canada Gazette, Part II, February 9, 1994, 
applicable after 10:00 p.m. EDST, April 26, 1989. 


8200. Prescribed properties — For the purposes 
of subsection 16.1(1) of the Act, “prescribed prop- 
erty” means 


(a) exempt property, within the meaning assigned 
by paragraph 1100(1.13)(a), other than property 
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leased on or before February 2, 1990 that is 


(i) a truck or tractor that is designed for use on 
highways and has a “gross vehicle weight rat- 
ing” (within the meaning assigned that expres- 
sion by the Motor Vehicle Safety Regulations) 
of 11,778 kilograms or more, 


(ii) a trailer that is designed for use on high- 
ways and is of a type designed to be hauled 
under normal operating conditions by a truck 
or tractor described in subparagraph (1), or 


(111) a railway car, 


(b) property that is the subject of a lease where 
the tangible property, other than exempt property 
(within the meaning assigned by paragraph 
1100(1.13)(a)), that was the subject of the lease 
had, at the time the lease was entered into, an ag- 
gregate fair market value not in excess of 
$25,000, and 


(c) intangible property. 


History: S. 8200 added by P.C. 1991-465, s. 5, March 14, 1991, 
Canada Gazette, Part II, March 27, 1991, applicable in respect of 
leases entered into after 10:00 p.m. Eastern Daylight Saving Time, 
April 26, 1989, other than leases entered into pursuant to an agree- 
ment in writing entered into before that time under which the lessee 
thereunder has the right to require the lease of the property (and for 
these purposes a lease in respect of which a material change has 
been agreed to by the parties thereto effective at any particular time 
that is after 10:00 p.m. Eastern Daylight Saving Time, April 26, 
1989 shall be deemed to have been entered into at that particular 
time). 


8201. Permanent establishments — For the 
purposes of subsections 16.1(1) and 112(2) and para- 
graph 260(5)(a) of the Act, “permanent establish- 
ment” of a person not resident in Canada means a 
fixed place of business of the person, including an 
office, a branch, a mine, an oil well, a farm, a 
timberland, a factory, a workshop or a warehouse 
and, where the person does not have any fixed place 
of business, the principal place at which the person’s 
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business is conducted, and the person has a subsidiary controlled corporation 
at a place or a subsidiary controlled corporation 
engaged in trade or business at a place shall not 
of itself be held to mean that the person is operat- 
ing a permanent establishment at that place, — 


except that, where the person is resident in a country 
with which the Government of Canada has con- 
cluded an agreement or convention for the avoidance 
of double taxation that has the force of law in Can- 
ada and in which the expression “permanent estab- 
lishment” is given a particular meaning, that mean- 
ing shall apply. — 

History: S. 8201 added by P.C. 1994-139, s. 15, January 27, 1994, 


Canada Gazette, Part II, February 9, 1994, applicable after 10:00 
p.m. EDST, April 26, 1989. 


Part LXXxiIll is Pension 
Adjustments, Past Service 
Pension Adjustments and 


(a) where the person carries on business through 
an employee or agent, established in a particular 
place, who has general authority to contract for 
the person or who has a stock of merchandise 
owned by the person from which the employee or 
agent regularly fills orders, the person shall be 
deemed to have a permanent establishment at that 
place, 


(b) where the person is an insurance corporation, 
_the person is deemed to have a permanent estab- 

lishment in each country in which the person is 

registered or licensed to do business, 


(c) where the person uses substantial machinery 
or equipment at a particular place at any time ina 
taxation year, the person shall be deemed to have 
a permanent establishment at that place, 


(d) the fact that the person has business dealings 
through a commission agent, broker or other in- 
dependent agent or maintains an office solely for 
the purchase of merchandise shall not of itself be 
held to mean that the person has a permanent es- 
tablishment, and 


(e) where the person is a corporation, the fact that 
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to have any entitlement to benefits un 
provision of an RPP (other than 
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History: The heading to Part LXXXIII amended by P.C. 1996-911, 
s. 5, June 20, 1996, Canada Gazette, Part II, July 10,1996, applica- 
ble after 1991. The heading formerly read: Pension Adjustments and 
Past Service Pension Adjustinents.- 


Part LXXXIII (ss. 8300-8311) added by P.C: 1991-2540, s. 7, De- 


cember 16, 1991, Canada Gazette, Part II, January 15, 1992, appli- 
cable after 1989, except that 


__(a) in its application in respect of amounts paid to pension plans 
before 1991, the definition “excluded contribution” in subsec. 
8300(1) shall be read as follows: 


“excluded contribution” to a registered pension plan 
means an amount paid to the plan that is 


(a) transferred to the plan in accordance with any of 
subsections 146(16), 147(19) and 147.3(1) to (7) of 
the Act, or 


(b) deductible, as a consequence: of the payment, 
under paragraph 60(j) or (j.1) of the Act in comput- 
ing the income of a taxpayer for a taxation year; 


(b) before 1991, subsecs. 8301(2) and (3) shall be read without 
reference to the expression “‘and subsection 147(5.1) of the 
Act”; 


(c) subsec. 8307(6) is applicable after 1990; and 
(d) subsec. 8307(7) is applicable to 1991 er seq. 


8300. Interpretation — (1) In this Part, 


“certifiable past service event”, with respect to an 
individual means a past service event that is re- 
quired, by reason of subsection 147.1(10) of the Act, 
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to be disregarded, in whole or in part, in determining 
the benefits to be paid under a registered pension 
plan with respect to the individual until a certifica- 
tion of the Minister in respect of the event has been 
obtained; 1 


“complete period of reduced services” of an indi- 


vidual means a period of reduced services of the in- 
dividual that is not part of a longer period of reduced 
services of the individual; 


“excluded contribution” to a registered pension 
plan means an amount that is transferred to the plan 
in accordance with any of subsections 146(16), 


-147(19), 147.3(1) to (4) and 147.3(5) to (7) of the 


Act; 


History: “Excluded contribution” amended by P.C. 1995-17, sub- 
sec, 1(1), January 11, 1995, Canada Gazette, Part II, January 25, 
1995, applicable with respect to’ transfers occurring after 1990. 


Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, s. 7, De- 
cember 16, 199.1, Canada Gazette, Part II, January 15, 1992, appli- 
cable after 1989, except that in its application in respect of amounts 
paid to pension plans before 1991, the definition “excluded contri- 
bution” in subsec. 8300(1) shall be read as follows: 


“excluded contribution” to a registered pension plan means 
an amount paid to the plan that is 


(a) transferred to the plan in accordance with any of sub- 
sections 146(16), 147(19) and 147.3(1) to (7) of the Act, 
or 


(b) deductible, as a consequence of the payment, under 
paragraph 60(j) or (j-1),.of the Act in computing ‘the in- 
come of a taxpayer for a taxation year; 


“flat benefit provision” of a pension plan means a 
defined benefit provision of the plan under which the 
amount of lifetime retirement benefits provided to 
each member is based: on the aggregate of all 
amounts each of which is the product of a fixed rate 
and either the duration of service of the member or 
the number of units of output of the member, and, 
for the purposes of this definition, where 


(a) the amount of lifetime retirement benefits pro- 
vided under a defined benefit provision to each 
member is subject to a limit based on the remu- 
neration received by the member, and 


(b) the limit may reasonably be considered to be 
included to ensure that the amount of lifetime re- 
tirement benefits provided to each member does 
not exceed the maximum amount of such benefits 
that may be provided by a registered pension 
plan, 


the limit shall be disregarded for the purpose of de- 
termining whether the provision is a flat benefit 
provision; 


“past service event” means any transaction, event 
or circumstance that occurs after 1989 and as a con- 
sequence of which 


(a) retirement benefits become provided to an in- 
dividual under a defined benefit provision of a 
pension plan in respect of a period before the 
time that the transaction, event or circumstance 
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(b) there is a change to the way in which retire- 
ment benefits provided to an individual under a 
defined benefit provision of a pension plan in re- 
spect of a period before the time that the transac- 
tion, event or circumstance occurs are. deter- 
mined, including a change that is applicable only 
in specified circumstances, or 


(c) there is a change in the value of an indexing 
or other automatic adjustment that enters into the 
determination of the amount of an individual’s 
retirement benefits under a defined benefit provi- 
sion of a pension plan in respect of a period 
before the time that the value of the adjustment 
changes; 


“period of reduced services” of an individual 
means, in connection with a defined benefit or 
money purchase provision of a registered pension 
plan, a period that consists of one or more periods 
each of which is 


(a) an eligible period of reduced pay or temporary 
absence of the individual with respect to an em- 
ployer who participates under the provision, or 


(b) a period of disability of the individual; 


“refund benefit’ means 


(a) with respect to an individual and a money 
purchase or defined benefit provision of a pen- 
sion plan, a return of contributions made by the 
individual under the provision, and 


(b) with respect to an individual and a deferred 
profit sharing plan, a return of contributions made 
by the individual to the plan, 


and includes any interest (computed at a rate not ex- 
ceeding a reasonable rate) payable in respect of those 
contributions. 


(2) The definition “past service event” in subsection 
(1) is applicable for the purposes of subsection 
147.1(1) of the Act. 


(3) All words and expressions used in this Part that 
are defined in sections 147 or 147.1 of the Act or in 
Part LXXXV have the meanings assigned in those 
provisions unless a definition in this Part is 
applicable. 


(4) For the purposes of this Part, an officer who re- 
ceives remuneration for holding an office shall, for 
any period that the officer holds the office, be 
deemed to render services to, and to be in the service 
of, the person from whom the officer receives the 
remuneration. 


(5) For the purposes of this Part, where an individual 
has received an interest in an annuity contract in full 
or partial satisfaction of the individual’s entitlement 
to benefits under a defined benefit provision of a 
pension plan, any rights of the individual under the 
contract shall be deemed to be rights under the de- 
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fined benefit provision. 


(6) For the purposes of this Part and subsection 
147.1(10) of the Act, and subject to subsection 
8308(1), the following rules apply in respect of the 
determination of the benefits that are provided to an 
individual under a defined benefit provision of a 
pension plan at a particular time: 


(a) where a term of the defined benefit provision, 
or an amendment to a term of the provision, is 
not applicable with respect to the individual 
before a specified date, the term shall be consid- 
ered to have been added to the provision, or the 
amendment shall be considered to have been 
made to the term, on the specified date; 


(b) where an alteration to the benefits provided to 
the individual is conditional on the requirements 
of subsection 147.1(10) of the Act being met, 
those requirements shall be assumed to have been 
met; 

(c) benefits that will be reinstated if the individ- 
ual returns to employment with an employer who 
participates in the plan shall be considered not to 
be provided until the individual returns to em- 
ployment; and 


(d) where benefits under the provision depend on 
the individual’s job category or other circum- 
stances, the only benefits provided to the individ- 
ual are the benefits that are relevant to the indi- 
vidual’s circumstances at the particular time. 


(7) For the purposes of subsections 8301(3) and (8), 
paragraph 8302(3)(c) and subsections 8302(5) and 
8304(5), the benefits to which an individual is enti- 
tled at any time under a deferred profit sharing plan 
or pension plan include benefits to which the indi- 
vidual has only a contingent right because the condi- 
tions for the vesting of the benefits have not yet been 
satisfied. 

Selected Cases [subsec. 8300(7)]: Osborn v. Canada, [1995] 


2 C.T.C. 2215 (TCC) (Non-vested pension amounts treated as if 
vested for purposes of RRSP contribution limit). 


(8) For the purposes of this Part, such portion of an 
amount allocated to an individual at any time under a 
money purchase provision of a registered pension 
plan as 


(a) is attributable to 


(i) forfeited amounts under the provision or 
earnings of the plan that are reasonably attrib- 
utable to those amounts, 


(ii) a surplus under the provision, or 


(iii) property transferred to the provision in re- 
spect of the actuarial surplus under a defined 
benefit provision of the plan or another regis- 
tered pension plan, and 


(b) can reasonably be considered to be allocated 
in lieu of a contribution that would otherwise 
have been made under the provision by an em- 
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ployer in respect of the individual 


shall be deemed to be a contribution made under the 
provision by the employer with respect to the indi- 
vidual at that time and not to be an amount attributa- 
ble to anything referred to in paragraph (a). 

History: Subsec. 8300(8) added by P.C. 1995-17, subsec. 1(2), Jan- 


uary 11, 1995, Canada Gazette, Part Il, January 25, 1995, applica- 
ble with respect to amounts allocated after April 5, 1994, 


8301. Pension adjustment — (1) Pension 
adjustment with respect to employer — For 
the purpose of subsection 248(1) of the Act, “pen- 
sion adjustment” of an individual for a calendar year 
with respect to an employer means, subject to 
paragraphs 8308(4)(d) and (5)(c), the total of all 
amounts each of which is 


(a) the individual’s pension credit for the year 
with respect to the employer under a deferred 
profit sharing plan or under a benefit provision of 
a registered pension plan; 


(b) the individual’s pension credit for the year 
with respect to the employer under a foreign plan, 
determined under section 8308.1; or 


(c) the individual’s pension credit for the year 
with respect to the employer under a specified re- 
tirement arrangement, determined under section 
8308.3. 

History: Subsec. 8301(1) amended by P.C, 1996-911, s. 6, June 20, 


1996, Canada Gazette, Part II, July 10, 1996, applicable with re- 
spect to the determination of pension adjustments for 1992 et seq. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-363R2: Deferred profit sharing plans — deduct- 
ibility of employer contributions and taxation of amounts received 
by a beneficiary. 


(2) Pension credit — deferred profit sharing 
plan — For the purposes of subsection (1) and Part 
LXXXV and subsection 147(5.1) of the Act, and 
subject to subsections (3) and 8304(2), an individ- 
ual’s pension credit for a calendar year with respect 
to an employer under a deferred profit sharing plan 
is the aggregate of all amounts each of which is 


(a) a contribution made to the plan in the year by 
the employer with respect to the individual, or 


(b) such portion of an amount allocated in the 
year to the individual as is attributable to for- 
feited amounts under the plan and earnings of the 
plan in respect thereof, except to the extent that 
such portion is 


(i) included in determining the ‘individual’s 
pension credit for the year with respect to any 
other employer who participates in the plan, 
(ii) paid to the individual in the year, or 


(iii). where the year is 1990, attributable to 
amounts forfeited before 1990 or earnings of 
the plan in respect thereof, 


except that, where the year is before 1990, the indi- 


Reg. 8301(4)(a)(ii) 


vidual’s pension credit is nil. 


History: Part LX XXIII (ss. 8300-8311) added by P.C. 1991-2540, 
s. 7, December 16,1991, Canada Gazette, Part Il, January 15, 1992, 
applicable after 1989, except that before 1991, subsec, 8301(2) shall 
be read without reference to the expression “and subsection 
147(5.1) of the Act’. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary. 


(3) Non-vested termination from DPSP — For 
the purposes of subsection (1) and Part LXXXV and 
subsection 147(5.1) of the Act, where 


(a). an individual ceased in a calendar year after 
1989 to be employed by an employer who partici- 
pated in a deferred profit sharing plan for the 
benefit of the individual, 


(b) as a consequence of the termination of em- 
ployment, the individual ceased in the year to 
have any rights to benefits (other than a right to a 
refund benefit) under the plan, 


(c) the individual was not entitled to benefits 
under the plan at the end of the year, or was enti- 
tled only to a refund benefit, and 


(d) no benefit has been paid under the plan with 
respect to the individual, other than a refund 
benefit, 


the individual’s pension credit under the plan for the 
year with respect to the employer is nil. 

History: Part LXXXIII (ss. 8300-8311) added by P.C, 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part I, January 15, 1992, 
applicable after 1989, except that before 1991, subsec. 8301(3) shall 


be read without reference to the expression “and subsection 
147(5.1) of the Act”. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(4) Pension credit — money purchase provi- 
sion — For the purposes of subsection (1) and Part 
LXXXV and subsection 147.1(9)' of the Act, and 
subject to subsections (4.1) and (8) and 8304(2), an 
individual’s pension credit for a calendar year with 
respect to an employer under a money purchase pro- 
vision of a registered pension plan is the total of all 
amounts each of which is 


(a) a contribution (other than an additional volun- 
tary contribution made by the individual in 1990, 
an excluded contribution or a contribution de- 
scribed in paragraph 8308(6)(e) or (g)) made 
under the provision in the year by 


(i) the individual, except to the extent that the 
contribution was not made in connection with 
the individual’s employment with the em- 
ployer and is included in determining the indi- 
vidual’s pension credit for the year with re- 
spect to any other employer who participates 
in the ‘plan, or 


(ii) the employer with respect to the individ- 
ual, or 
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(b) such portion of an amount allocated in the 
year to the individual as is attributable to 


(i) forfeited amounts under the provision or 
earnings of the plan in respect thereof, 


(ii) a surplus under the provision, or 


(ii.1) property transferred to the provision in 
respect of the actuarial surplus under a de- 
fined benefit provision of the plan or another 
registered pension plan, 


except to the extent that that portion is 
(iii) included in determining the individual’s 
pension credit for the year with respect to any 
other employer who participates in the plan, 


(iv) paid to the individual in the year, or 


(v) where the year is 1990, attributable to 
amounts forfeited before 1990 or earnings of 
the plan in respect thereof, 


except that the individual’s pension credit is nil 
where the year is before 1990, and, for the purposes 
of this subsection, the plan administrator shall deter- 
mine the portion of a contribution made by an indi- 
vidual or an amount allocated to the individual that 
is to be included in determining the individual’s pen- 
sion credit with respect to each employer. 

History: That portion of subsec. 8301(4) before subpara. (a)(i) 
amended and subpara. (b)(ii.1) added by P.C. 1995-17, subsecs. 
2(1) and (2), January 11, 1995, Canada Gazette, Part II, January 25, 
1995. That portion of subsec. 8301(4) before subpara..(a)(i) is appli- 
cable with respect to the determination of pension credits for 1990 
et seq., except that for years before 1993, it shall be read without 
reference to subsection 8301(4.1). Subpara. 8301(4)(b)(1.1) is ap- 
plicable with respect to the determination of pension credits for 
1991 et seq. 


Interpretation Bulletins: IT-124R6: Contributions to Sagtaia 
retirement savings plans. 


(4.1) Money purchase pension credits based 
on amounts allocated — Where, 


(a) under the terms of a money purchase provi- 
sion of a pension plan, the method for allocating 
contributions is such that contributions made by 
an employer with respect to a particular individ- 
ual may be allocated to another individual, and 


(b) the Minister has, on the written application of 
the administrator of the plan, approved in writing 
a method for determining pension credits under 
the provision that, for each individual, takes into 
account amounts allocated to the individual, 


each pension credit under the provision is the 
amount determined in accordance with the method 
approved by the Minister. 

History: Subsec. 8301(4.1) added by P.C. 1995-17, subsec. 2(3), 
January 11, 1995, Canada Gazette, Part IL, January 25, 1995, appli- 
cable with respect to the determination of pension credits for 1993 
et seq. 


(5) Pension credit—defined benefit 
provision of a specified multi-employer 
plan — For the purposes of this Part and Part 
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LXXXvV and subsection 147.1(9) of the Act, an indi- 
vidual’s pension credit for a calendar year with re- 
spect to an employer under a defined benefit provi- 
sion of a registered pension plan that is, in the year, a 
specified multi-employer plan is the aggregate of 


(a) the aggregate of all amounts each of which is 
a contribution (other than an excluded contribu- 
tion) made under the provision by the individual 


(i) in the year, in respect of 
(A) the year, or 


(B).a plan year ending in the year (other 
than in respect of such portion of a plan 
year as is before 1990), or 


(ii) in January of the year (other than in Janu- 
ary 1990) in respect of the immediately pre- 
ceding calendar year, 


except to the extent that the contribution was not 
made in connection with the individual’s employ- 
ment with the employer and is included in deter- 
mining the individual’s pension credit for the 
year with respect to any other employer who par- 
ticipates in the plan, 


(b) the aggregate of all amounts each of which is 
a contribution made in the year by the employer 
in respect of the provision, to the extent that the 
contribution may reasonably be considered. to be 
determined by reference to the number of hours 
worked by the individual or some other measure 
that is specific to the individual, and 


(c) the amount determined by the formula 


Bigi(eeipy 
B 


where 


A is the amount determined under paragraph (b) 
for the purpose of computing the individual’s 
pension credit, 


B is the aggregate of all amounts each of which 
is the amount determined under paragraph (b) 
for the purpose of computing the pension 
credit of an individual for the year with re- 
spect to the employer under the provision, and 


C is the aggregate of all amounts each of which 
is a contribution made in the year by the em- 
ployer in respect of the provision, 


except that, where the year is before 1990, the indi- 
vidual’s pension credit is nil. 


(6) Pension credit — defined benefit provi- 
sion — For the purposes of this Part and Part 
LXXXV and subsection 147.1(9) of the Act, and 
subject to subsections (7), (8) and (10) and sections 
8304 and 8308, an individual’s pension credit for a 
calendar year with respect to an employer under a 
defined benefit provision of a particular registered 
pension plan (other than a plan that is, in the year, a 
specified multi-employer plan) is the amount, if any, 
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by which 
(a).9. times. the individual’s benefit entitlement 
under the provision with respect to the employer 
and the year 

exceeds 


(b) the amount, if any, by which $1,000 exceeds 
the aggregate of all amounts each of which is an 
amount deducted under this paragraph for the 
purpose of computing the individual’s pension 
credit for the year 


Gi) with respect to the employer under any 
other defined benefit provision of a registered 
pension plan, | an 
(ii) with respect to any other employer who at 
any time in the year does not deal at arm’s 
length with the employer, under a defined 
benefit provision of a registered pension plan, 
or . 


(iii) with respect to. any other employer under 
a defined benefit provision of the particular 
plan, 


except that, where the year is before 1990, the indi- 
vidual’s pension credit is nil: 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(7) Pension  credit—defined benefit 
provision of a multi-employer plan — Where a 
registered pension plan is a multi-employer plan 
(other than a specified multi-employer plan) in a cal- 
endar year, the following rules apply, except to the 
extent that the Minister has waived in writing their 
application in respect of the plan, for the purpose of 
determining the pension credit of an individual for 


Reg. 8301(8) 


the year under ‘a’ defined benefit provision: of) thé 
plan: > . | 


(a) where the individual is employed in the year 
by more.than one: participating, employer, the 
pension credit of the individual for the year under 
the provision: with respect to a particular em- 
ployer shall be determined as, if the individual 
were not employed by any other participating 
employer; .; 5... TL ce 
(b) paragraph (6)(b) shall be read-as follows: 
“(b) the amount determined by the formula 


$1,000 x A—B as 
where 
A is 
(i) where the member rendered ser- 


“vices on a full-time basis throughout 
the year to the employer, 1, and’ 


(ii) in any other case, the fraction (not 
greater than 1) that measures the ser- 
vices that, for the purpose of deter- 
mining the member’s lifetime retire- 
ment benefits under the provision; the 
member is treated as having rendered 
in the year to the employer, expressed 
as a proportion of the services that 
would have been rendered ‘by: ‘the 
member in the year to'the employer 
had the member rendered services to 
the employer: on a’ full-time ‘basis 
* throughout the year, and 


B is the aggregate of all amounts each of 
which is an amount deducted under this 
paragraph for the purpose of computing 
the individual’s pension credit for the 
year with respect.to the employer under 
any other defined benefit provision of the 
plan,”; 

(c) where a period.in the year is a period. of re- 
duced. services. of the individual, the pension 
credit of the individual for the year under the pro- 
vision. with respect to each participating employer 
shall be determined as the aggregate of 


(i) the pension credit that would be’ deter- 
mined if no benefits (other than benefits at- 
tributable to services rendered by the individ- 

cual) had accrued to the individual in respect of 
periods of reduced services, and 


(ii) the pension credit that would be deter- 
mined if the only benefits that had accrued to 
the individual were benefits in respect of peri- 
_ods of reduced services, other than benefits at- 
tributable to services rendered by the individ- 
ual during such periods; and 


(d) subsection (10) shall not apply. 
(8) Non-vested termination from RPP — For 
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the purposes of this Part and Part LXXXV and sub- 
section 147.1(9) of the Act, and subject to subsection 
(9), where 


(a) an individual ceased in a calendar year after 
1989 to be employed by an employer who partici- 
pated in a registered pension plan for the benefit 
of the individual, 


(b) as a consequence of the termination of em- 
ployment, the individual ceased in the year to 
have any rights to benefits (other than a right to a 
refund benefit) under a money purchase or de- 
fined benefit provision of the plan, 


(c) the individual was not entitled to benefits 
under the provision at the end of the year, or was 
entitled only to a refund benefit, and 


(d) no benefit has been paid under the provision 
with respect to the individual, other than a refund 
benefit, 


the individual’s pension credit under the provision 
for the year with respect to the employer is 


(e) where the provision is a money purchase pro- 
vision, the total of all amounts each of which is a 
contribution (other than an additional voluntary 
contribution made by the individual in 1990, an 
excluded contribution or a contribution described 
in paragraph 8308(6)(e)) made under the provi- 
sion in the year by the individual, except to the 
extent that the contribution was not made in con- 
nection with the individual’s employment with 
the employer and is included in determining the 
individual’s pension credit for the year with re- 
spect to any other employer who participates in 
the plan, and 


(f) where the provision is a defined benefit provi- 
sion, the lesser of 


(i) the pension credit that would be deter- 
mined if this subsection were not applicable, 
and 


(i1) the aggregate of all amounts each of which 
is a contribution (other than an excluded con- 
tribution) made under the provision by the in- 
dividual in, and in respect of, the year, except 
to the extent that the contribution was not 
made in connection with the individual’s em- 
ployment with the employer and is included in 
determining the individual’s pension credit for 
the year with respect to any other employer 
who participates in the plan. 
History: Para. 8301(8)(e) amended by P.C. 1995-17, subsec. 2(4), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable with respect to the determination of pension credits for 1990 
et seq. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(9) Multi-employer plans — Subsection (8) is not 
applicable in respect of a registered pension plan that 
is a multi-employer plan in a calendar year except, 
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where 


(a) the plan is not a specified multi-employer plan 
in the year; 

(b) if the plan contains a defined benefit provi- 
sion, the Minister has waived in writing the appli- 
cation of paragraph (7)(b) in respect of the plan 
for the year; and 


(c) the Minister has approved in writing the appli- 
cation of subsection (8) in respect of the plan for 
the year. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(10) Transition rule — money purchase off- 
sets — Where, 


(a) throughout the period beginning on January 1, 
1981 and ending on December 31 of a particular 
calendar year after 1989 and before 2000, there 
has been subtracted, in determining the amount of 
lifetime retirement benefits under a defined bene- 
fit provision of a registered pension plan (other 
than a specified multi-employer plan), the 
amount of lifetime retirement benefits under a 
money purchase provision of the plan or of an- 
other registered pension plan, 


(b) lifetime retirement benefits under the defined 
benefit provision are determined, at the end of the 
particular year, in substantially the same manner 
as they were determined at the end of 1989, and 


(c) for each individual and each calendar year 
before 1990, the amount of employer contribu- 
tions made under the money purchase provision 
for the year with respect to the individual did not 
exceed $3,500, 


the pension credit of an individual for the particular 
year with respect to an employer under the defined 
benefit provision is equal to the amount, if any, by 
which 


(d) the amount that would, but for this subsection, 
be the individual’s pension credit 
exceeds 
(e) the lesser of 
(i) $2,500, and 
(11) the amount determined by the formula 


= x [A-Bxo| 


where 


A is the balance in’ the individual’s account 
under the money purchase provision at the 
end of 1989, 


B is the aggregate of all amounts each of 
which is the duration (measured in years, 
including any fraction of a year) of a pe- 
riod ending before 1990 that is pensionable 
service of the individual under the defined 
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benefit provision and that is not part of a 
longer period ending before 1990 that is 
pensionable service of the individual under 
the provision, and 


C is the amount that would be the individ- 
ual’s pension credit for 1989 with respect 
to the employer under the defined benefit 
provision if subsection (6) were read with- 
out reference to all that portion following 
subparagraph (b)(iii) thereof. 


(11) Timing of contributions — Subject to para- 
graph (12)(b), for the purposes of this Part, a contri- 
bution made by an employer in the first two months 
of a calendar year to a deferred profit sharing plan, 
in respect of a money purchase provision of a regis- 
tered pension plan, or in respect of a defined benefit 
provision of a registered pension plan that was, in 
the immediately preceding calendar year, a specified 
multi-employer plan, shall be deemed to have been 
made by the employer at the end of the immediately 
preceding calendar year and not to have been made 
in the year, to the extent that the contribution can 
reasonably be considered to relate to a preceding cal- 
endar year. 


(12) Indirect contributions — For the purposes 
of this Part and Part LXXXIV, where a trade union 
or association of employers (in this subsection and 
subsections (13) and (14) referred to as the “contrib- 
uting entity”) makes contributions to a registered 
pension plan, 


(a) such portion of a payment made to the con- 
tributing entity by an employer or an individual 
as may reasonably be considered to relate to the 
plan (determined in accordance with subsection 
(13), where that subsection is applicable) shall be 
deemed to be a contribution made to the plan by 
the employer or individual, as the case may be, at 
the time the payment was made to the contribut- 
ing entity; and | 

(b) subsection (11) shall not apply in respect of a 
contribution deemed by paragraph (a) to have 
been made to the plan. 


(13) Apportionment of payments — For the 
purposes of subsection (12), where employers or in- 
dividuals make payments in a calendar year to a con- 
tributing entity to enable the contributing entity to 
make contributions to a registered pension plan and 
the payments are not made solely for the purpose of 
being contributed to the plan, the contributing entity 
shall 


(a) determine, in a manner that is reasonable in 
the circumstances, the portion of each payment 
that relates to the plan; 


(b) make the determination in such a manner that 
all contributions made by the contributing entity 
to the plan, other than contributions made by the 
contributing entity as an employer or former em- 
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ployer of members of the plan, are considered to 
be funded by payments made to’ the contributing 
entity by employers or individuals; 

(c) in the case of payments remitted to the con- 
tributing entity by an employer, notify the em- 
ployer in writing, by January 31 of the immedi- 
ately following calendar year, of the portion, or 
of the method for determining the portion, of 
each, such payment that relates to the plan; and 


(d) in'the case of payments remitted to the con- 
tributing entity by an individual, notify the ad- 
ministrator of the plan in writing, by January 31 
of the immediately following calendar year, of 
the total amount of payments made in the year by 
the individual that relate to the plan. 


(14) Non-compliance by contributing en- 
tity — Where a contributing entity does not comply 
with the requirements of subsection (13) as they ap- 
ply in respect of payments made to the contributing 
entity in a calendar year to enable the contributing 
entity to make contributions to a registered pension 
plan, 


(a) the plan becomes, on February 1 of the imme- 
diately following calendar year, a revocable plan; 
and 


(b) the Minister may make any determinations re- 
ferred to in subsection (13) that the contributing 
entity failed to make, or failed to make in accor- 
dance with that subsection. 


(15) Transferred amounts — For the purposes of 
subparagraphs (2)(b)(ii) and (4)(b)(iv), an amount 
transferred for the benefit of an individual from a 
registered pension plan or a deferred profit sharing 
plan directly to a registered pension plan, .a regis- 
tered retirement savings plan, a registered retirement 
income fund or a deferred profit sharing plan shall 
be deemed to be an amount that was not paid to the 
individual. 

History: Subsec. 8301(15) amended by P.C. 1995-17, subsec. 2(5), 


January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable) with respect to transfers occurring after August 29, 1990. 


(16) Subsequent events — Except as otherwise 
expressly provided inthis Part, each pension credit 
of an individual for a calendar year shall be deter- 
mined without regard to transactions, events and cir- 
cumstances that occur subsequent to the year. 


8302. Benefit entitlement — (1) For the purposes 
of subsection 8301(6), the benefit entitlement of an 
individual under a defined benefit provision of a reg- 
istered pension plan in respect of a calendar year and 
an, employer is the portion of the individual’s benefit 
accrual under the provision in respect of the year that 
can reasonably be.considered to be attributable to the 
individual’s employment with the employer. 


(2) Benefit accrual for year — For the purposes 
of subsection (1), and subject to subsections (6), (8) 
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and (9), the benefit accrual of an individual under a 
defined benefit provision of a registered pension 
plan in respect of a calendar year is the amount com- 
puted in accordance with the following rules: 


(a) determine the portion of the individual’s nor- 
malized pension under the provision at the end of 
the year that can reasonably be considered to 
have accrued in respect of the year; 


(b) where the year is after 1989 and before 1995, 
determine the lesser of the amount determined 
under paragraph (a) and 


(i) for 1990, $1,277.78, 

(ii) for 1991 and 1992, $1,388.89, 
(iii) for 1993, $1,500.00, and 

(iv) for 1994, $1,611.11; and 


(c) where, in determining the amount of lifetime 
retirement benefits payable to the individual 
under the provision, there is.deducted. from the 
amount of those benefits that would otherwise be 
payable the amount of lifetime retirement bene- 
fits payable to the individual under a money 
purchase provision of a registered pension plan or 
the amount of a lifetime annuity payable to the 
individual under a deferred profit sharing plan, 
reduce the amount that would otherwise be deter- 
mined under this subsection by '/ of the total of 
all amounts each of which is the pension credit of 
the individual for the year under such a money 
purchase provision or deferred profit sharing 
plan. 

History: Paras. 8302(2)(b) and (c) amended by P.C. 1995-17, sub- 

sec. 3(1), January 11, 1995, Canada Gazette, Part I, January. 25, 

1995, applicable after 1991. 


(3) Normalized pensions — For the purposes of 
paragraph (2)(a), and subject to subsection (11), the 
normalized pension of an individual under a defined 
benefit provision of a registered pension plan at the 
end of a particular calendar year is the amount (ex- 
pressed on an annualized basis) of lifetime retire- 
ment benefits that would be payable under the provi- 
sion to the individual immediately after the end of 
the particular year if 
(a) where lifetime retirement benefits have not 
commenced to be paid under the provision to the 
individual before the end of the particular year, 
they commenced to be paid immediately after the 
end of the year; 


(b) where the individual had not attained 65 years 
of age before the time at which lifetime retire- 
ment benefits commenced to be paid (or are as- 
sumed by reason of paragraph (a) to have com- 
menced to be paid) to the individual,’ the 
individual attained that age at that time; 


(c) all benefits to which the individual is entitled 
under the provision were fully vested; 


Selected Cases [para. 8302(3)(c)]: Osborn v. Canada, [1995] 2 
C.T.C. 2215 (TCC) (Non-vested pension amounts treated as if 
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vested for purposes of RRSP contribution limit). 


(d) where the amount of the individual’s lifetime 
retirement benefits would otherwise be deter- 
mined with a reduction computed by reference to 
the individual’s age, duration of service or both, 
or with any other similar reduction, no such re- 
duction were applied; 


(e) where the amount of the individual’s lifetime 
retirement benefits depends on the remuneration 
received by the individual in a calendar year (in 
this paragraph referred to. as the “‘other.year’’) 
other than the particular year; the remuneration 
received by the individual in the other year were 
determined in accordance. with the following. 
rules: 


(i) where the individual was remunerated for 
both the particular year and the other year as a. 
person who rendered services on a full-time 
basis throughout each of the years, the remu- 
neration received by the individual in the. 
other year is identical to the remuneration re- 
ceived by the individual in the particular year, 


(1) where subparagraph (i) is not applicable 
and the individual rendered services in the 
particular year, the remuneration received by 
the individual in the other year is the remuner- 
ation that the individual would have received 
in the other year (or a reasonable estimate 
thereof determined by a method acceptable to 
the Minister) had the individual’s rate of re- 
muneration in the other year been the same as 
the individual’s rate of remuneration in the 
particular year, and meas 


(i111) where subparagraph (i) is not applicable 
and the individual did not render services in 
the particular year, the remuneration received 
by the individual in the other year is the remu- 
neration that the individual would have. re- 
ceived in the other year (or a reasonable esti- 
mate thereof determined by a method 
acceptable to the Minister) had the individ- 
ual’s rate of remuneration in the other year 
been the amount that it is reasonable to con- 
sider would have been the individual’s rate of 
remuneration in the particular year had the in- 
dividual rendered services in the particular 
year; | . 


(f) where ‘the amount of the individual’s lifetime’ 
retirement benefits depends on the individual’s 
remuneration and all or a portion of the remuner- 
ation received by the individual in the particular 
year is treated under the provision as if.it were 
remuneration received in a calendar year preced- 
ing the particular year for services rendered in 
that preceding year, that remuneration. were re- 
muneration for services rendered in the particular 
year; 


(g) where the amount of the individual’s lifetime 
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retirement benefits depends on the individual’s 
remuneration and the particular year is after 1989 
and before 1995, benefits, to the extent.that they 
can reasonably be considered to-be in respect of 


the following range of annual remuneration, were 


excluded: 


(i) where the particular year is 1990, the range 
from $63,889 to $86,111, 


(il) where the particular year is 1991 or 1992, 
the range from $69,444 to $86,111, 


(iii) where the particular year is 1993, the 
range from $75,000 to $86,111, and 


(iv) where the particular year is 1994, the 
range from $80,556 to $86,111; 


(h) where 


(i) the amount of the individual’s. lifetime re- 
tirement benefits depends on the individual’s 
remuneration, 


(ii) the formula for determining the amount of 
the individual’s lifetime retirement benefits 
includes an adjustment to. the individual’s re- 
muneration for one. or more. calendar years, 


(iii) the adjustment to the individual’s remu- 
neration for a year (in this paragraph referred 
to as the “specified year”) consists of multi- 
plying the individual’s remuneration for the 
specified year by a factor that does not exceed 
the ratio of the average wage for the year in 
which the amount of the individual’s lifetime 
retirement benefits is required to be deter- 
mined to the average wage for the specified 
year (or a substantially similar measure of the 
change in the wage measure), and 


(iv) the adjustment may reasonably be consid- 
ered to be made to increase the individual’s 
remuneration for the specified year to reflect, 
in whole or in part, increases in ‘average 
wages and salaries from that year to the year 
in which the amount of the individual’s life- 
time retirement benefits is required to be 
determined, 


the formula did not include the adjustment to the 
individual’s remuneration for the specified year; 


(i) where the amount of the individual’s lifetime 
retirement benefits depends on the Year’s Maxi- 
mum Pensionable Earnings for calendar years 
other than the particular year, the Year’s Maxi- 
mum Pensionable Earnings for each such year 
were equal to the Year’s Maximum Pensionable 
Earnings for the particular year; 


(j) where the amount of the individual’s lifetime 
retirement benefits depends on the actual amount 
of pension. (in this paragraph referred to as the 
“statutory pension”) payable to the individual 
under the Canada Pension Plan. or.a. provincial 
plan (as defined in section 3 of that Act), the 
amount of statutory pension (expressed on an an- 
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nualized basis) were equal to 


(i) 25 per cent of the lesser of the Year’s Max- 

_ imum Pensionable Earnings for the particular 
_ year and, — | | 

(A) in the case of an individual who ren- 

ders services throughout the particular year 

on a full-time basis to employers who par- 

ticipate in the plan, the aggregate of all 

~amounts each of which is the individual’s 

remuneration for the particular year from 

such an employer, and 


(B) in any other case, the amount that it is 
reasonable to consider would be deter- 
mined under clause (A) if the individual 
had rendered services throughout the par- 
ticular year on a full-time basis to employ- 
ers who participate in the plan, or 


(ii) at the option of the plan administrator, any 
other amount determined in accordance with a 
method for estimating the statutory pension 
that can be expected to result in amounts sub- 
stantially similar to amounts determined under 
~ subparagraph (i); 
(k) where the amount of the individual’s lifetime 
retirement benefits depends on a pension (in this 
paragraph referred to as the “‘statutory pension’) 
payable to the individual under Part I of the Old 
Age Security Act, the amount of statutory pension 
payable for each calendar year were equal to the 
aggregate of all amounts each of which is the the 
full monthly pension payable under Part I of the 
Old Age Security Act for a month in the particular 
year; 
(1) except as otherwise expressly permitted in 
writing by the Minister, where the amount of the 
individual’s lifetime retirement benefits depends 
on the amount of benefits (other than public pen- 
sion benefits or similar benefits of a country other 
than Canada) payable under another benefit pro- 
vision of a pension plan or under a deferred profit 
sharing plan, the amounts of the other benefits 
were such as to maximize the amount of the indi- 
vidual’s lifetime retirement benefits; 


(m) where the individual’s lifetime retirement 
benefits would otherwise include benefits that the 
plan is required to provide by reason of a desig- 
nated provision of the law of Canada or a prov- 
ince (within the meaning assigned by section 
8513), or that the plan would be required to pro- 
vide if each such provision were applicable to the 
plan with respect to all its members, such benefits 
were not included; 


(n) where 


(i) the individual attained 65 years of age 
before lifetime retirement benefits com- 
menced to be paid (or are to be assumed by 
reason of paragraph (a) to have commenced to 
be paid) to the individual, and 
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(ii) an adjustment is made in determining the 
amount of those benefits for the purpose of 
offsetting, in whole or in part, the decrease in 
the value of lifetime retirement benefits that 
would otherwise result by reason of the defer- 
ral of those benefits after the individual at- 
tained 65 years of age, 


that adjustment were not made, except to the ex- 
tent that the adjustment exceeds the adjustment 
that would be made on an actuarially equivalent 
basis; 

(0) except. as otherwise provided by subsection 
(4), where the amount of the individual’s lifetime 
retirement benefits depends on 


(i) the form of benefits provided with respect 
to the individual under the provision (whether 
or not at the option of the individual), includ- 
ing 


(A) the benefits to be provided after the 
death of the individual, 


(B) the amount of retirement benefits, 
other than lifetime retirement benefits, pro- 
vided to the individual, or 


(C) the extent to which the lifetime retire- 
ment benefits will be adjusted to reflect 
changes in the cost of living, or 


(ii) circumstances that are relevant in deter- 
mining the form of benefits, 


the form of benefits and the circumstances were 
such as to maximize the amount of the individ- 
ual’s lifetime retirement benefits on commence- 
ment of payment; 


(p) where the amount of the individual’s lifetime 
retirement benefits depends on whether the indi- 
vidual is totally and permanently disabled at the 
time at which retirement benefits commence to 
be paid to the individual, the individual.were not 
so disabled at that time; and 


(q) where lifetime retirement benefits have com- 
menced to be paid under the provision to the indi- 
vidual before the end of the particular year, bene- 
fits payable as a consequence of cost-of-living 
adjustments described in paragraph 8303(5)(k) 
were disregarded. 

History: Para. 8302(3)(g) amended by P.C. 1995-17, subsec. 3(2), 


January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable after 1991. 


(4) Optional forms — Where the terms of a de- 
fined benefit provision of a registered pension plan 
permit a member to elect to receive additional life- 
time retirement benefits in lieu of benefits that 
would, in the absence of the election, be payable af- 
ter the death of the member if the member dies after 
retirement benefits under the provision commence to 
be paid to the member, paragraph (3)(0) applies as if 
the following elections were not available to the 
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member: 


(a) an election to receive additional lifetime re- 
tirement benefits, not exceeding additional bene- 
fits determined on an actuarially equivalent basis, 
in lieu of all or any portion of a guarantee that 
retirement benefits will be paid for a minimum 
period of 10 years or less, and 


(b) an election to receive additional lifetime re- 
tirement benefits in lieu of retirement benefits 
that would otherwise be payable to a spouse or 
former spouse (in this paragraph referred to as the 
““spouse’’) of the member for a period commenc- 
ing after the death of the member and ending 
with the death of the spouse, where 


(i) the election may be made only if the life 
expectancy of the spouse is significantly 
shorter than normal and has been so certified 
in writing by a medical doctor licensed to 
practise under the laws of a province of Can- 
ada or of the place where the spouse resides, 
and 


(ii) the additional benefits do not exceed addi- 
tional benefits determined on an actuarially 
equivalent basis and on the assumption that 
the spouse has a normal life expectancy. 


(5) Termination of entitlement to benefits — 
For the purposes of subsection (3), where an individ- 
ual ceased in a calendar year to be entitled to all or 
part of the lifetime retirement benefits provided to 
the individual under a defined benefit provision of a 
registered pension plan, the normalized pension of 
the individual under the provision at the end of the 
year shall be determined on the assumption that the 
individual continued to be entitled to those benefits 
immediately after the end of the year. 


(6) Defined benefit offset — Where the amount 
of lifetime retirement benefits provided under a par- 
ticular defined benefit provision of a registered pen- 
sion plan to a member of the plan depends on the 
amount of lifetime retirement benefits provided to 
the member under one or more other defined benefit 
provisions of registered pension plans, the benefit 
accrual of the member under the particular provision 
in respect of a calendar year is the amount, if any, by 
which 


(a) the amount that would, but for this subsection, 
be the benefit accrual. of the member under the 
particular provision in respect of the year if the 
benefits provided under the other provisions were 
provided under the particular provision 


exceeds 


(b) the amount that would be the benefit accrual 
of the member under the other provisions in re- 
spect of the year if the other provisions were a 
single provision. 


(7) Offset of specified multi-employer plan 
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benefits — Where the amount of an individual’s 
lifetime retirement benefits under a defined benefit 
provision (in this subsection referred to as the “sup- 
plemental provision”) of a registered pension plan 
depends on the amount of benefits payable under a 
defined benefit provision of a specified multi-em- 
ployer plan, the defined benefit provision of the 
specified multi-employer plan shall be deemed to be 
a money purchase provision for the purpose of deter- 
mining the benefit accruals of the individual under 
the supplemental provision. 


(8) Transition rule — career average bene- 
fits — Where 


(a) on March 27, 1988 lifetime retirement bene- 
fits under a defined benefit provision of a pension 
plan were determined as the greater of benefits 
computed on a career average basis and benefits 
computed on a final or best average earnings 
basis, 


(b) the method for determining lifetime ‘retire- 
ment benefits under the provision has not: been 
amended after March 27, 1988 and before the end 
of a particular calendar year, and 


(c) it was reasonable to expect, on January 1, 
1990, that the lifetime retirement benefits to be 
paid under the provision to at least 75 per cent of 
the members of the plan on that date (other than 
members to whom benefits do not accrue under 
the provision after that date) will be determined 
on a final or best average earnings basis, . 


at the option of the plan administrator, benefit accru- 
als under the provision in respect of the particular 
year may, where the particular year is before 1992, 
be determined without regard to the career average 
formula. 


(9) Transition rule — benefit rate greater than 
2 per cent — Subject to subsection (6), where 


(a) the amount of lifetime retirement benefits pro- 
vided under a defined benefit provision of a reg- 
istered pension plan to a member of the plan is 
determined, in part, by multiplying the member’s 
remuneration (or a function of the member’s re- 
muneration) by one or more benefit accrual rates, 
and 


(b) the largest benefit accrual rate that may be ap- 
plicable is greater than 2. per cent, 


the member’s benefit accrual under the provision in 
respect of 1990 or 1991 is the lesser of 


(c) the member’s benefit accrual otherwise deter- 
mined, and 


(d) 2 per cent of the aggregate of all amounts 
each of which is the amount that would, if the 
definition “compensation” in subsection 147.1(1) 
of the Act were read without reference to subpar- 
agraphs (a)(iii) and (iv) and paragraphs (b) and 
(c) thereof, be the member’s compensation for 
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the year from an employer who participated in 
the plan in the year for the benefit of the member. 


(10) Period of reduced remuneration — For 
the purposes of paragraph (9)(d), where a member of 
a registered pension plan is provided with benefits 
under a defined benefit provision of the plan in re- 
spect of a period in 1990 or 1991 , 


(a) throughout. which, by reason of disability, 
leave of absence, lay-off or other circumstance, 
the member rendered no services, or rendered a 
reduced level of services, to employers who par- 
ticipate in the plan, and 


(b) throughout which the member received no re- 
muneration, or a reduced rate ’of remuneration, 


the member’s compensation shall be determined on 
the assumption that the member received remunera- 
tion for the period equal to the amount of remunera- 
tion that it is reasonable to consider the member 
would have received if the member had rendered ser- 
vices throughout the period on a regular basis (hav- 
ing regard to the services rendered by the mémber 
before the period) and the member’s rate of remuner- 
ation had been commensurate with the member’s 
rate of remuneration when the member did render 
services on a regular basis. 


(11) Anti-avoidance — Where the terms of a de- 
fined benefit provision of a registered pension plan 
can reasonably be considered to have been estab- 
lished or modified so that a pension credit of an indi- 
vidual for a calendar year under the provision would, 
but for this subsection, be reduced as a consequence 
of the application of paragraph (3)(g), that paragraph 
shall not apply in determining the individual’s nor- 
malized pension under the provision in respect of the 
year. 


8303. Past service pension adjustment — (1) 
PSPA with respect to employer — For the pur- 
pose of subsection 248(1) of the Act, “past service 
pension adjustment” of an individual for a calendar 
year in respect of an employer means the total of 


(a) the accumulated past service pension adjust- 
ment (in this Part referred to as “accumulated 
PSPA”) of the individual] for the year with respect 
to the employer, determined as of the end. of the 
year, 


(b) the total of all amounts each of which is the 
foreign plan PSPA (determined under subsection 
8308.1(5) or.(6)) of the individual with respect to 
the employer associated with a modification of 
benefits.in the year under a foreign plan (as de- 
fined in subsection 8308.1(1)), and 


“(c) the total-of all amounts each of which is the 
specified retirement arrangement PSPA (deter- 
mined under subsection 8308.3(4) or (5)) of the 
individual with respect to the employer associ- 
ated with a modification of benefits in the year 
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under a specified retirement arrangement (as de- 
fined in subsection 8308.3(1)). 
History: Subsec. 8303(1) amended by P.C. 1996-911, s. 7, June 20, 
1996, Canada Gazette, Part I, July 10, 1996, applicable with re- 
spect to the determination of past service pension adjustments for 
1993 et seq. 


(2) Accumulated PSPA for year — For the pur- 
poses of this Part and subsection 204.2(1.3) of the 
Act, the accumulated PSPA of an individual for a 
calendar year with respect to an employer, deter- 
mined as of any time, is the aggregate of all amounts 
each of which is the individual’s provisional past 
service pension adjustment (in this Part referred to as 
“provisional PSPA”) with respect to the employer 
that is associated with 


(a) a past service event (other than a certifiable 
past service event with respect to the individual) 
that occurred in the year and before that time; or 


(b) a certifiable past service event with respect to 
the individual where the Minister has, in the year 
and before that time, issued a certification for the 
purposes of subsection 147.1(10) of the Act in re- 
spect of the event and the individual. 


(2.1) 1991 past service events and certifica- 
tions — For the purposes of subsection (2), 


(a) a past service event that occurred in 1991 (in- 
cluding, for greater certainty, a past service event 
that is deemed by paragraph 8304(3)(b) to have 
occurred immediately after the end of 1990) shall 
be deemed to have occurred on January 1, 1992 
and not to have occurred in 1991; and 


(b) a certification issued by the Minister in 1991 

shall be deemed to have been issued on January 

1, 1992 and not to have been issued in 1991. 
History: Subsec. 8303(2.1) added by P.C. 1995-17, s. 4, January 


11, 1995, Canada Gazette, Part I, January 25, 1995, applicable af- 
ter 1990, 
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(3) Provisional PSPA — Subject to subsections 
(8) and (10) and sections 8304 and 8308, for the pur- 
poses of this Part, the provisional PSPA of an indi- 
vidual with respect to an employer that is associated 
with a past service event that occurs at a particular 
time in a particular calendar year is the amount de- 
termined by the formula 


A-B-C 
where 


A is the aggregate of all amounts each of which is, 
in respect of a calendar year after 1989 and 
before the particular year, the amount that would 
have been the individual’s pension credit for the 
year with respect to the employer under a defined 
benefit provision of a registered pension plan 
(other than a plan that is, at the particular time, a 
specified multi-employer plan) had the individ- 
ual’s benefit entitlement under the provision in 
respect of the year and the employer been equal 
to the individual’s redetermined benefit entitle- 
ment (determined as of the particular time) under 
the provision in respect of the year and the 
employer, 


B is the aggregate that would be determined for A if 
the reference in the description of A to “deter- 
mined as of the particular time’ were read as a 
reference to “determined as of the time immedi- 
ately before the particular time’, and 


C is such portion of the amount of the individual’s 
qualifying transfers made in connection with the 
past service event as is not deducted in comput- 
ing the provisional PSPA of the individual with 
respect to any other employer. 


Forms: T1004: Application for certification of a provisional past 
service pension adjustment. 


(4) Redetermined benefit entitlement — For 
the purposes of the description of A in subsection 
(3), an individual’s redetermined benefit entitlement 
under a defined benefit provision of a registered pen- 
sion plan in respect of a calendar year and an em- 
ployer, determined as of a particular time, is the 
amount that would be determined under section 8302 
to be the individual’s benefit entitlement under the 
provision in respect of the year and the employer if, 
for the purpose of computing the benefit accrual of 
the individual in respect of the year under the provi- 
sion and, where subsection 8302(6) is applicable, 
under any other defined benefit provision, the 
amount determined under paragraph 8302(2)(a) in 
respect of a specific provision were equal to such 
portion of the individual’s normalized pension (com- 
puted in accordance with subsection (5)) under the 
specific provision at the particular time, determined 
with reference to the year, as may reasonably be con- 
sidered to have accrued in respect of the year. 


(5) Normalized pension — For the purposes of 
subsection (4), the normalized pension of an individ- 
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ual under a defined benefit provision of a registered 
pension plan.at a particular time, determined with 
reference to.a calendar year (in this subsection re- 
ferred to as the “pension credit year”), is the amount 
(expressed on an annualized basis) of lifetime retire- 
ment benefits, other than-excluded. benefits, that 
would be payable.to the individual under the provi- 
sion immediately after the particular time if 


(a) where lifetime retirement benefits have not 
commenced to be paid under the provision to the 
individual before the particular time, they com- 
menced to be paid immediately after the particu- 
lar time, | 


(b) where the individual had not attained 65 years 
of age before the time at which lifetime retire- 
ment benefits commenced to be paid (or are as- 
sumed by reason of paragraph (a) to have com- 
menced to be paid) to the individual,’ the 
individual attained that age at that time, 


(c) the amount of the individual’s lifetime retire- 
ment benefits were determined with regard to all 
past service events occurring at or before the par- 
ticular time and without regard to past service 
events occurring after the particular time, 


(d) paragraphs 8302(3)(c) to (p) (other than para- 
graph 8302(3)(g), where subsection 8302(11) was 
applicable in respect of the pension credit year 
and the provision or would have been applicable 
had all benefits provided as a consequence of past 
service events become provided in the pension 
credit year) were applied for the, purpose of deter- 
mining the amount of the individual’s lifetime re- 
tirement benefits and, for the purpose of those 
paragraphs, the pension credit year were the par- 
ticular year referred to in those paragraphs, and 


(e) where 


(i) the amount of the individual’s lifetime re- 
tirement benefits under the provision depends 
on the individual’s remuneration, and 


(ii) all or any part of the individual’s lifetime 
retirement benefits in respect of the pension 
credit year became provided as a consequence 
of a past service event, pursuant to terms of 
the provision that enable benefits to be pro- 
vided to members of the plan in respect of pe- 
riods of employment with employers who 
have not participated under the provision, 


the remuneration received by the individual from 
each such employer in respect of a period of em- 
ployment in respect of which the individual is 
provided with benefits under the provision were 
remuneration received from an employer who has 
participated under the provision for the benefit of 
the individual, 


and, for the purposes of this subsection, the follow- 
ing benefits are excluded benefits: 


(f) where the formula for determining the amount 
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of lifetime retirement benefits payable under: the 
provision to the individual requires the calcula- 
tion of an amount that is the product of a fixed 
rate and the duration of all or part of the individ- 
ual’s pensionable service, benefits payable as a 
direct consequence of an increase in the value of 
the fixed rate at any time (in this paragraph re- 


~~ “ferred to as the “time of increase”) after the pen- 


sion credit year, other than benefits 


(i) provided as a consequence of a second or 
subsequent increase in the value of the fixed 
rate after the time that retirement benefits 
under the provision commenced to be paid to 
the individual, or. 


(ii) that would not have become provided had 
the value of the fixed rate been increased to 
the amount determined by the formula 


B 
Ae 
iste. 
where 


A is the value of the fixed rate immediately 
before the time of the increase, 


B is the average wage for the calendar year 
that includes the time of the increase, and 


C is 


(A) if the value of the fixed rate has 
previously been increased in the calen- 
dar year that includes the time of in- 
crease, the average wage for that year, 
or 


(B) otherwise, the average wage for the 
year immediately preceding the calen- 
dar year that includes the time of 
increase, 


(g) where 
(i) the provision is a flat benefit provision, 


(ii) at the particular time, the amount (ex- 
pressed on an annual basis) of lifetime retire- 
ment benefits provided under the provision to 
each member in respect of pensionable service 
in each calendar year does not exceed 40 per 
cent of the defined benefit limit for the year 
that, includes. the particular time, 


(iii) the conditions in subsection 8306(2) are 
satisfied in respect of the provision and the 
past service event in connection. with which 
the normalized pension is being calculated, 
and 


(iv) only one fixed rate is applicable in deter- 
mining the amount of the individual’s lifetime 
retirement benefits, 


benefits provided as a direct consequence of an 
increase in the value of the fixed rate at any time 
(in this paragraph referred to as the “time of in- 
crease’’) after the pension credit year, other than 
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benefits 


(v) provided as a consequence of a second or 
subsequent increase in the value of the fixed 
rate after the time that retirement benefits 
under the provision commenced to be paid to 
the individual, or 


(vi) that would not have become provided had 
the value of the fixed rate been increased to 
the greater of 


(A) the greatest of all amounts each of 
which is an amount determined by the 
formula 


ys Fe 
Cc 


where 


A is a value of the fixed rate in the period 
beginning on January 1, 1984 and end- 
ing immediately before the time of 
increase, 


B is the average wage for the calendar 
year that includes the time of increase, 
and 


C is the average wage for the later of 
1984 and the calendar year in which the 
value of the fixed rate used for A was 
first effective, and 


(B) the amount determined by the formula 


D + (E X F) 
where 


D is the value of the fixed rate immedi- 
ately before the time of increase, 


E is the amount by which the value of the 
fixed rate used for D would have to be 
increased to provide an increase in the 
individual’s annual lifetime retirement 
benefits equal to $18 for each year of 
pensionable service, and 


F is the duration (measured in years, in- 
cluding any fraction of a year) of the 
period beginning on the later of January 
1, 1984 and the day on which the value 
of the fixed rate used for D was first ef- 
fective and ending on the day that in- 
cludes the time of increase; 


(h) where the provision is a flat benefit provision, 
benefits provided as a direct consequence of an 
increase at any time (in this paragraph referred to 
as the “time of increase”) after the pension credit 
year in the value of a fixed rate under the provi- 
sion where 


(i) the value of the fixed rate was increased 
pursuant to an agreement made before 1992, 
and 

(ii) at the time the agreement was made, it was 
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reasonable to expect that the percentage in- 
crease in the value of the fixed rate would ap- 
proximate or be less than the percentage in- 
crease in the average wage from the calendar 
year in which the value of the fixed rate was 
last increased before the time of increase (or, 
if the increase is the first increase, the calen- 
dar year in which the initial value of the fixed 
rate was first applicable) to the calendar year 
that includes the time of increase, 


(i) where the provision is a flat benefit provision 
under which the amount of each member’s retire- 
ment benefits depends on the member’s job cate- 
gory or rate of pay in such a manner that the ratio 
of the amount of lifetime retirement benefits to 
remuneration does not significantly increase as 
remuneration increases, benefits provided as a di- 
rect consequence of a change, after the pension 
credit year, in the individual’s job category or 
rate of pay, 


(j) where 


(i) the individual’s pensionable service under 
the provision ends before the particular time, 


(ii) the individual’s lifetime retirement bene- 
fits under the provision have been adjusted by 
a cost-of-living or similar adjustment in re- 
spect of the period (in this paragraph referred 
to as the “deferral period’) beginning at the 
latest of 


(A) the time at which the individual’s pen- 
sionable service under the provision ends, 


(B) if the amount of the individual’s life- 
time retirement benefits depends on the in- 
dividual’s remuneration, the end of the 
most recent period for which the individual 
received remuneration that is taken into ac- 
count in determining the individual’s life- 
time retirement benefits, 


(C) if the amount of the individual’s life- 
time retirement benefits depends on the in- 
dividual’s remuneration and the remunera- 
tion is adjusted as described in paragraph 
8302(3)(h), the end of the period in respect 
of which the adjustment is made, and 


(D) if the formula for determining the 
amount of the individual’s lifetime retire- 
ment benefits requires the calculation of an 
amount that is the product of a fixed rate 
and the duration of all or part of the indi- 
vidual’s pensionable service (or other mea- 
sure of services rendered by the individ- 
ual), the time as of which the value of the 
fixed rate applicable with respect to the in- 
dividual was established, 


and ending at the earlier of the particular time 
and the time, if any, at which lifetime retire- 
ment benefits commenced to be paid under 
the provision to the individual, and 
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(iii) the adjustment is warranted, having re- 

_ gard to all prior such adjustments, by the in- 
crease in the Consumer Price Index or in the 
wage measure from the commencement of the 
deferral period to the time the adjustment was 
made, 


benefits payable as a consequence of the 
adjustment, 


(k) benefits payable as a consequence of a cost- 
of-living adjustment made after the time lifetime 
retirement benefits commenced to be paid under 
the provision. to the individual, where the adjust- 
ment 


(i) is warranted, having regard: to all ‘prior 
such adjustments, by the increase in the Con- 
sumer Price Index from that time to the time 
at which the adjustment was made, or 


(il) is a periodic adjustment described in sub- 
paragraph 8503(2)(a)(ii), and © 


(1) such portion of the individual’s lifetime retire- 
ment benefits as 


(1) would not otherwise be excluded in deter- 
mining the individual’s normalized pension, 


(ii) may reasonably be considered to be attrib- 
utable to cost-of-living adjustments or to ‘ad- 
justments made by reason of increases in a 
general measure of salaries and wages (other 
than increases in such a measure after the time 
at which lifetime retirement. benefits com- 
menced to be paid under the provision to the 
individual), and 


(i11) is acceptable to the Minister. 


(6) Qualifying transfers — For the purposes of 
subsections (3) and 8304(5) and (7), the amount of 
an individual’s qualifying transfers made in connec- 
tion with a past service event is the aggregate of all 
amounts each of which is such portion of an amount 
transferred to a registered pension plan 


(a) in accordance with any of subsections 
146(16), 147(19) and 147.3(2), (5) and (7) of the 
Act, or 


(b) from a specified multi-employer plan in ac- 
cordance with subsection 147.3(3) of the Act 


as is transferred to fund benefits provided to the indi- 
vidual as a consequence of the past service event. 


(7) Deemed payment — Where 


(a) an individual has given an irrevocable direc- 
tion that an amount be paid to a registered pen- 
sion plan in the event that the Minister issues a 
certification for the purposes of subsection 
147.1(10) of the Act with respect to the individ- 
ual and to benefits provided under a defined ben- 
efit provision of the plan as a consequence of a 
past service event, and 


(b) the amount will be paid within 90 days after 
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_ the certification is received by. the administrator 
of the plan, 


the amount shall be deemed, for the purpose of sub- 
section (6), to have been paid at the time the direc- 
tion was given; 


(8) Specified multi-employer plan — Where, in 
a calendar year, an individual makes a contribution 
(other than an excluded contribution) in respect of a 
defined benefit provision of a registered pension 
plan that is, in the year, a specified multi-employer 
plan, and the contribution 


(a) is made in respect of a period after 1989 and 
before the year, and 

(b) is not included in determining the individual’s 
pension credit for the year with respect to any 
employer under the provision, 


the individual’s provisional PSPA with respect to an 
employer who participates in the plan, associated 
with the payment of the contribution, is the portion 
of the contribution that is not included in the individ- 
ual’s provisional PSPA with respect to any other em- 
ployer who participates in the plan, and, for the pur- 
pose of this subsection, the plan administrator shall 
determine the portion of the contribution to be in- 
cluded in the provisional PSPA of the individual 
with respect to each employer. 


(9) Conditional contributions — For the purpose 
of subsection (8), a contribution includes an amount 
paid to a registered pension plan where the right of 
any person to retain the amount on behalf of the plan 
is conditional on the Minister issuing a certification 
for the purposes of subsection 147.1(10).of the Act 
as it applies with respect to, the individual. and to 
benefits provided as a consequence of the payment. 


(10) Benefits in respect of foreign service — 
Where as a consequence of a past service event, ben- 
efits become provided to an individual under a de- 
fined benefit provision of a registered pension plan 
in respect of a period throughout which the individ- 
ual was employed outside Canada, and the Minister 
has consented in writing to the application of this 
subsection, each provisional PSPA of the individual 
associated with the past service event shall be deter- 
mined on the assumption that no benefits were pro- 
vided in respect of the period. 


Interpretation Bulletins [Reg. 8303]: IT-124R6: Contributions 
to registered retirement savings plans. 


8304. Past service benefits — Additional 
rules — (1) Replacement of defined bene- 
fits — Where 


(a) an individual ceased, at any time in a calendar 
year, to have any rights to benefits under a de- 
fined benefit provision of a registered pension 
plan (in this subsection referred to as the “former 
provision’), 

(b) benefits became provided at that time to the 
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individual under another defined benefit provi- 
sion of a registered pension plan (in this subsec- 
tion referred to as the “current provision’) in lieu 
of the benefits under the former provision, 


(c) the benefits that became provided at that time 
to the individual under the current provision in 
respect of the period in the year before that time 
are attributable to employment with the same em- 
ployers as were the individual’s benefits in re- 
spect of that period under the former provision, 


(d) no amount was transferred in the year on be- 
half of the individual from the former provision 
to a registered retirement savings plan, a regis- 
tered retirement income fund or a money 
purchase provision of a registered pension plan, 
and 


(e) no benefits became provided under the former 
provision to the individual in the year and after 
that time, 


each pension credit of the individual under the for- 
mer provision for the year is nil. 

History: Para. 8304(1)(d) amended by P.C. 1995-17, subsec. 5(1), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable with respect to the determination of pension credits for 1990 
et seq. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(2) Replacement of money purchase bene- 
fits — Where 


(a) an individual ceased, at any time in a calendar 
year, to have any rights to benefits under a money 
purchase provision of a registered pension plan or 
under a deferred profit sharing plan (in this sub- 
section referred to as the “former provision’), 


(b) benefits became provided at that time to the 
individual under a defined benefit provision of a 
registered pension plan (in this subsection re- 
ferred to as the “current provision”) in lieu of 
benefits under the former provision, 


(c) the benefits that became provided at that time 
to the individual under the current provision in 
respect of the period in the year before that time 
are attributable to employment with the same em- 
ployers who made contributions under the former 
provision in respect of that period on behalf of 
the individual, 


(d) no amount was transferred in the year on be- 
half of the individual from the former provision 
to a registered retirement savings. plan, a regis- 
tered retirement income fund, a money purchase 
provision of a registered pension plan or a de- 
ferred profit sharing plan, and 


_(e€) no contributions were made under the former 
provision by or on behalf of the individual, and 
no other amounts were allocated under the former 
provision to the individual, in the year and after 
that time, 
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each pension credit of the individual under the for- 
mer provision for the year is nil. 

History: Paras. 8304(2)(d) and (e) amended by P.C. 1995-17, sub- 
sec. 5(2), January 11, 1995, Canada Gazette, Part 1, January 25, 
1995. Para. 8304(2)(d) is applicable with respect to the determina- 
tion of pension credits for 1990 et seg. Para. 8304(2)(e) is applica- 
ble with respect to the determination of pension credits for 1993 et 
seq., except that amended para. (e) does not apply with respect to 
the determination of an individual’s pension credits for 1993 under 
a money purchase provision of a registered pension plan, or under a 
deferred profit sharing plan, where the individual ceased, on or 
before April 5, 1994, to have any rights to benefits under the provi- 
sion or the plan, as the case may be, and no amounts were allocated 
to the individual under the provision or the plan, as the case may be, 
after April 5, 1994. 


(3) Past service benefits in year of past 
service event — Subject to subsection (4), where, 
as a consequence of a past service event that occurs 
at a particular time in a calendar year, benefits (in 
this subsection and subsection (4) referred to as “past 
service benefits”) become provided to an individual 
under a defined benefit provision of a registered pen- 
sion plan in respect of a period in the year and before 
the particular time that, immediately before the past 
service event, was not pensionable service of the in- 
dividual under the provision, the following rules ap- 
ply, except to the extent that the Minister has waived 
in writing their application in respect of the plan: 


(a) each pension credit of the individual under the 
provision for the year shall be determined as if 
the past service benefits had not become provided 
to the individual; 


(b) where the year is 1990, the past service event 
shall be deemed, for the purposes of this Part, to 
have occurred immediately after the end of the 
year; 

(c) where the year is after 1990, each provisional 
PSPA of the individual associated with the past 
service event as a consequence of which the past 
service benefits became provided shall be deter- 
mined as if the past service event had occurred 
immediately after the end of the year; 


(d) where information that is required for the 
computation of a provisional PSPA referred to in 
paragraph (c) is not determinable until after the 
time at which the provisional PSPA is computed, 
reasonable assumptions shall be made in respect 
of such information; and 


(e) subsection 147.1(10) of the Act shall apply in 
respect of the past service benefits to the extent 
that that subsection would apply if the past ser- 
vice event had occurred immediately after the 
end of the year. 


(4) Exceptions — Subsection (3) does not apply 
where 


(a) the past service benefits become provided in 
circumstances where subsection (1) or (2) is 
applicable; 


(b) the period in respect of which the past service 
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benefits are provided (in this subsection referred 
to as the “past service period”) was not, at any 
time before the past service event, 


(i) pensionable’ service of the individual under 
a defined benefit provision of a registered 
pension plan, or 


(ii) a period in respect of which a contribution 
was made on behalf of, or an amount (other 

“than an amount in respect of earnings of a 
plan) was’ allocated to, the individual under a 
money purchase provision of a registered pen- 
sion plan or under a deferred it sharing 
plan; or 


(c) the past service period was previously pen- 
~sionable service of the individual under the de- 


_ provided to the individual as a consequence of 
the past service event, 


(c) the lifetime retirement benefits are, for the 
purposes of this Part, considered to‘be attributa- 
ble to employment of the individual with a single 
employer (in this subsection referred to as the 
“current employer’), and — 


(d) lifetime retirement benefits (in this subsection 
referred to as the “former benefits”) to which the 
individual is or was entitled under the former pro- 
vision in respect of the past service period have 
not been taken into account pursuant to this sub- 


‘section in determining a provisional PSPA of the 


individual that is associated with any other past 
service event, 


fined benefit provision under which the past ser- | the provisional PSPA of the individual in respect of 
vice benefits are provided, and no amount was | the current employer that is associated with the past 
transferred in the year on behalf of the individual | service event is the amount determined: by the 
from the provision to a registered retirement sav- | formula | 


ings plan,.a registered retirement income fund or 
a money purchase provision of a registered pen- 


AaB HCD 


_ Sion plan. where 
History: Subpara: 8304(4)(b)(ii) and para. 83044)(c) amended by | A. 1s the provisional PSPA that would be determined 


P.C. 1995-17, subsecs.,5(3) and (4), January 11, 1995, Canada Ga- 
zette, Part II, January 25, 1995. Subpara. 8304(4)(b)(ii) is applicable 
with respect to past service benefits that become provided after 
April 5, 1994 and para. 8304(4)(c) is applicable with respect. to past 
seryice benefits that become: provided after August 29, 1990. 


(5) Modified PSPA calculation — Where 


(a) lifetime retirement benefits have, as a conse- 
quence of a past service event, become provided 
to.an individual under a defined benefit provision 
(in this subsection referred to as the “current pro- 
vision’) of a registered pension plan in respect. of 
a period (in this subsection referred to as the 


“past service period’’) that B 


(i) immediately before the past service event, 
was not pensionable service of the individual 
under the provision, and 


(ii) is, or was, pensionable service of the indi- 
vidual ‘under another defined benefit provision 
“(in this subsection referred to as the “former 

provision”) of a registered pension plan, 


(b) either 


(i) the individual has ceased. to be entitled to 
benefits under the former provision, 


(ii) the individual will cease to be entitled to 
benefits under the former provision when a 
certification of the Minister is issued for the 
purposes of subsection 147.1(10) of the Act in 
respect of benefits provided to the individual 
as a consequence of the past service event, or 


(iii) all benefits to which the individual is enti- 


tled under the former provision will be paid | C 


within 90 days after a certification of the Min- 
ister is issued for the purposes of subsection 
147.1(10) of the Act in respect of benefits 
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if 
(a) this subsection were not.applicable, 
(b) the former benefits had ceased to be pro- 


vided at.the time the past service event 
occurred, 


(c) the former benefits were, for the purposes 
of this Part, considered to be ‘attributable to 
employment of the individual with the current 
employer, and 


(d) the value for C in the formula in subsec- 
tion 8303(3) were nil, 
is 

(a) where subsection 8301(8) has applied, or 
will apply, in respect of the determination of a 
pension credit of the individual under the for- 
mer provision for a year that includes any part 
of the past service period, the aggregate of all 


amounts each of which is the amount, if any, 
by. which 


(i) the amount that would be the individ- 
ual’s pension credit under the former pro- 
vision for the year with respect to an em- 
ployer if subsection 8301(8) were not 
applicable 


exceeds 
(11). the individual’s pension.credit under 
the provision for the year with respect to 
the employer, and 

(b) otherwise, nil, 


is the total of all amounts each of which is an 
amount transferred on behalf of the individual 


from the former provision to a registered retire- 


ment savings plan, a registered retirement income 
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fund, a money purchase provision of a registered 
pension plan or a defined benefit provision of a 
registered pension plan that was, at the time of 
the transfer, a specified multi-employer plan, to 
the extent that the amount may reasonably be 
considered to be the payment of a benefit in re- 
spect of such part of the past service period as is 
after 1989, and 


D is the amount of the individual’s qualifying trans- 
fers made in connection with the past service 
event, as determined pursuant to subsection 
8303(6). 

History: The description of C in subsec. 8304(5) is amended by 

P.C. 1995-17, subsec. 5(5), January 11, 1995, Canada Gazette, Part 

II, January 25, 1995, applicable with respect to past service events 

occurring after August 29, 1990. 


(6) Reinstatement of benefits — Where lifetime 
retirement benefits have, as a consequence of a past 
service event, become provided to an individual 
under a defined benefit provision of a registered pen- 
sion plan in respect of a period that 


(a) immediately before the past service event, 
was not pensionable service of the individual 
under the provision, and 


(b) was previously pensionable service of the in- 
dividual under the provision, 


the following rules apply for the purpose of deter- 
mining each provisional PSPA of the individual that 
is associated with the past service event: 


(c) each provisional PSPA shall be determined as 
if the lifetime retirement benefits had become 
provided under another defined benefit provision 
of a registered pension plan, and 


(d) subsection (5) shall be read without reference 
to paragraph (b) thereof. 


(7) Two or more employers — Where 


(a) lifetime retirement benefits (in this subsection 
referred to as “past service benefits”) provided to 
an individual under a defined benefit provision of 
a registered pension plan as a consequence of a 
past service event are attributable to employment 
of the individual with two or more employers 
(each of which is, in this-subsection, referred to 
as a “current employer’), and 


(b) subsection (5) would, but for the condition in 
paragraph (5)(c), apply in respect of the determi- 
nation of each provisional PSPA of the individual 
that is associated with the past service event, 


each such provisional PSPA shall be determined in 
accordance with the formula set out in subsection 
(5), except that 


(c) in determining the amount A, 


(i) the former benefits of the individual shall 
be considered to be attributable to employ- 
ment of the individual with the individual’s 
current employers, and 
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(ii) the portion of the former benefits attribu- 
table to employment with each current em- 
ployer shall be determined by the administra- 
tor of the pension plan under which the past 
service benefits are provided in a manner that 
is consistent with the association of the past 
service benefits with each current employer, 


(d) the amounts B and C shall be included in 
computing only one provisional PSPA of the in- 
dividual, as determined by the administrator of 
the pension plan under which the past service 
benefits are provided, and 


(e) the amount D that is deducted in computing 
the individual’s provisional PSPA with respect to 
a particular employer shall equal such portion of 
the individual’s qualifying transfers made in con- 
nection with the past service event as is not de- 
ducted in computing the provisional PSPA of the 
individual with respect to any other employer. 


(8) Additional rules re calculation of PSPA — 
The following rules apply for the purposes of sub- 
section (5) as it applies in respect of the determina- 
tion of a provisional PSPA of an individual that is 
associated with a past service event: 


(a) where the individual is entitled to benefits 
under the former provision at the time at which 
application is made for a certification of the Min- 
ister for the purposes of subsection 147.1(10) of 
the Act as it applies in respect of benefits pro- 
vided to the individual as a consequence of the 
past service event, the amount C in the formula 
set out in subsection (5) shall be determined on 
the assumption that all amounts that will be paid 
under the former provision with respect to the in- 
dividual after the certification is issued, other 
than any amount that will be transferred to fund 
benefits provided as a consequence of the past 
service event, have been transferred on behalf of 
the individual to a registered retirement savings 
plan; 


(b) where an amount is credited to the individual 
under a money purchase provision of a registered 
pension plan in lieu of benefits to which the indi- 
vidual was entitled under a defined benefit provi- 
sion of the plan, the amount shall be considered 
to be the payment of a benefit that was trans- 
ferred from the defined benefit provision to the 
money purchase provision; 


(c) the amount B in the formula set out in subsec- 
tion (5) shall be determined on the assumption 
that no benefits will accrue to the individual 
under the former provision after the time at which 
the determination is made; and 


(d) where lifetime retirement benefits have, as a 
consequence of the past service event, become 
provided to the individual in respect of two or 
more separate periods, the periods shall be con- 
sidered to be a single period. 
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(9) Specified multi-employer plans — Except 
in subparagraph (4)(b)(i), a reference in this section 
to a defined benefit provision of a registered pension 
plan at any time does not, unless expressly provided, 
include a defined benefit provision of a plan that is, 
at that time, a specified multi-employer plan. 


Interpretation Bulletins [Reg. 8304]: IT-124R6: Contributions 
to registered retirement savings plans. 


8305. Association of benefits with employ- 
ers — (1) Where, for the purposes of this Part; it is 
necessary to determine the portion of an amount of 
benefits provided with respect to a member of a reg- 
istered pension plan under a defined benefit provi- 
sion of the plan that is attributable to the member’s 
employment with a particular employer, the follow- 
ing rules apply, subject to subsection 8308(7): 


(a) the determination shall be made by the plan 
administrator; 


(b) benefits provided as a consequence of ser- 
vices rendered by the member to an employer 
who participates in the plan shall be regarded as 
attributable to employment with that employer, 
whether the benefits become provided at the time 
the services are rendered or at a subsequent time; 
and 


(c) the determination shall be made in a manner 
that 


(1) is reasonable in the circumstances, 


(11) is not inconsistent with such determina- 
tions made previously, and 


(111) results in the full amount of benefits be- 
ing attributed to employment with one. or 
more employers who participate in the plan. 


(2) Where the administrator of a registered pension 
plan does not comply with the requirements of sub- 
section (1) in connection with the determination of 
an amount under this Part at any time, 


(a) the plan becomes, at that time, a revocable 
plan; and 


(b) the Minister shall make any determinations 
referred to in subsection (1) that the administrator 
fails to make, or fails to make in accordance with 
that subsection. 


8306. Exemption from certification — (1) For 
the purposes of subsection 147.1(10) of the Act as it 
applies in respect of a past service event and the ben- 
efits provided under a defined benefit provision of a 
registered pension plan with respect to a particular 
member of the plan, a certification of the Minister is 
not required where 


(a) each provisional PSPA of the member that is 
associated with the past service event is nil; 


(b) the conditions in subsection (2) or (3) are 
satisfied; 
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(c) the conditions in subsection (2) or (3) are sub- 
stantially satisfied and the Minister waives in 
writing the requirement for certification; or 


(d) the past service event is deemed by paragraph 
8304(3)(b) to have occurred immediately after 
the end of 1990. 


(2) The following are conditions for the purposes of 
paragraphs (1)(b) and (c) and 8303(5)(g): 


(a) there are more than 9 active members under 
the provision, 


(b) no more than 25 per cent of the active mem- 
bers under the provision are specified active 
members under the provision; 


(c) for all or substantially all of the active mem- 
bers under the provision, the amount of lifetime 
retirement benefits accrued under the provision 
has increased as a consequence of the past service 
event; 


(d) where there is a specified active member 
under the provision; 


(i) the amounts C and D.in subparagraph (ii) 
are greater than nil, and 


(ii) the amount determined by the formula 
A/C does not exceed the amount determined 
by the formula: B/D 


where 


A is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately after the past service event, to a 
specified active member under the 
provision, 


B is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately after the past service event, to an 
active member (other than a specified ac- 
tive member) under the provision, 


C is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately before the past service event, to 
a specified active member under the provi- 
sion, and 


D is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately before the past service ‘event, to 
an active member (other than a specified 
active member) under the provision; and 


(e) the benefits provided under the provision as a 
consequence of the past service event to members 
of the plan’ who are not active members under the 
provision are not more advantageous than such 
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benefits provided to active members under the 
provision. 


(3) The following are conditions for the purposes of 
paragraphs (1)(b) and (c): 


(a) the past service event consists of the establish- 
ment of the provision; 


(b) there are more than 9 active members under 
the provision; 


(c) no more than 25 per cent of the active mem- 
bers under the provision are specified active 
members under the provision; 


(d) the member is not a specified active member 
under the provision; 


(e) if the member is not an active member under 
the provision, for each of the 5 years immediately 
preceding the calendar year in which the past ser- 
vice event occurs, 


(i) the member was not connected at any time 
in the year with an employer who participates 
in the plan, and 


(ii) the aggregate of all amounts each of which 
is the remuneration of the member for the year 
from an employer who participates in the plan 
did not exceed 2'/2 times the Year’s Maximum 
Pensionable Earnings for the year; and 


(f) the aggregate of all amounts each of which is 
a provisional PSPA of the member associated 
with the past service event does not exceed 7/2 of 
the money purchase limit for the year in which 
the past service event occurs. 


(4) For the purposes of this section as it applies in 
respect of a past service event, 


(a) a member of a pension plan is an active mem- 
ber under a defined benefit provision of the plan 
if 
(i) lifetime retirement benefits accrue under 
the provision to the member in respect of a 
period that immediately follows the time the 
past service event occurs, or 


(ii) the member is entitled, immediately after 
the time the past service event occurs, to life- 
time retirement benefits under the provision in 
respect of a period before that time and it is 
reasonable to expect, at that time, that lifetime 
retirement benefits will accrue under the pro- 
vision to the member in respect of a period af- 
ter that time; and 


(b) an active member under a defined benefit pro- 
vision of a pension plan is a. specified active 
member under the provision if 


(i) the member is connected; at the time of the 
past service event, with an employer who par- 
ticipates in the plan, or 


(ii) it is reasonable to expect, at the time of the 
past service event, that the aggregate of all 
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amounts each of which is the remuneration of 
the member for the calendar year in which the 
past service event occurs from an employer 
who participates in the plan will exceed 2'/2 
times the Year’s Maximum Pensionable Earn- 
ings for the year. 

Forms: T215 Segment; T215 Summ: Summary of past service pen- 


sion adjustments exempt from certification; T215 Supp: Past service 
pension adjustment exempt from certification. 


8307. Certification in respect of past service 
events — (1) Application for certification — 
Application for a certification of the Minister for the 
purposes of subsection 147,1(10) of the Act shall be 
made in prescribed form by the administrator of the 
registered pension plan to which the certification 
relates, 


Forms: T1004: Application for certification of a provisional past 
service pension adjustment. 


(2) Prescribed condition — For the purposes of 
subsection 147.1(10) of the Act in respect of a past 
service event and benefits with respect to a particular 
member of a registered pension plan, the prescribed 
condition is that, at the particular time the Minister 
issues the certification, 


(a) the aggregate of all amounts each of which is 
the member’s provisional PSPA with respect to 
an employer associated with the past service 
event 


does not exceed 
(b) the amount determined by the formula 


$8,000 + A+B+C—D 
where 


A is the member’s unused RRSP deduction 
room at the end of the year immediately pre- 
ceding the calendar year (in this paragraph re- 
ferred to as the “particular year”) that includes 
the particular time, 


B is the amount of the member’s qualifying 
withdrawals made for the purposes of the cer- 
tification, determined as of the particular time, 


C is the amount of the member’s PSPA with- 
drawals for the particular year, determined as 
of the particular time, and 


D is the aggregate of all amounts each of which 
is the accumulated PSPA of the member for 
the particular year with respect to an em- 
ployer, determined as of the particular time. 


(3) Qualifying withdrawals — For the purposes 
of paragraph (5)(a) and the description of B in para- 
graph (2)(b), the amount of an individual’s qualify- 
ing withdrawals made for the purposes of a certifica- 
tion in respect of a past service event, determined as 
of a particular time, is the lesser of 


(a) the aggregate of all amounts each of which is 
such portion of an amount withdrawn by the indi- 
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vidual from a registered retirement savings plan 
under which the individual. was the annuitant 
(within the meaning assigned by. subsection 
146(1) of the Act) at the time of the withdrawal 
as 


(i) is eligible, pursuant to subsection (4), to be 
designated for the purposes of the certifica- 
tion, and 


(ii) is designated by the individual for the pur- 
poses of the certification by filing a prescribed 
form. containing prescribed information with 
the Minister before the particular time, and 


(b) the amount, if any, by which 


(i) the aggregate of all amounts each of which 
is the provisional PSPA of the individual with 
respect to an employer associated with the 
past service event 


exceeds 


(ii) the amount, positive or negative, deter- 
mined by the formula 


A+C-D 


where A, C and D have the same values as 
they have at the particular time for the pur- 
poses of the formula set out in paragraph 
(2)(b). 
Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


Forms: T1006: Designating an RRSP withdrawal as a qualifying 
withdrawal. 


(4) Eligibility of withdrawn amount for desig- 
nation — An amount withdrawn by an individual 
from a registered retirement savings plan is eligible 
to be designated for the purposes of a certification, 
except to the extent that the following rules provide 
otherwise: 


(a) the amount is not eligible to be designated if 
the amount was 


(1) withdrawn from a registered retirement 
savings plan in a calendar year other than the 
year in which the designation would be filed 
with the Minister or either of the 2 immedi- 
ately preceding calendar years, or 


(ii) withdrawn in circumstances that entitle the 
individual to a deduction under paragraph 
60(1) of the Act; and 


(b) the amount is not eligible to be designated to 
the extent that the amount was 
(i) designated by the individual for the pur- 
poses of any other certification, or 


(11) deducted under section 60.2 or subsection 
146(8.2) of the Act in computing the individ- 
ual’s income for any taxation year. 


“Sic. Should read (3)(a)(ii). 


Reg. 8307(7) 


(5) PSPA withdrawals — For the purposes of the 
description of C in paragraph (2)(b) and the descrip- 
tion of G in paragraph. 146(1)(d.1) [146(1)“net past 
service pension adjustment”] and _ subsection 


204.2(1.3) of the Act, the amount of an individual’s 
_ PSPA withdrawals for a calendar year, determined as 
of a particular time, is, 


(a) if the Minister has issued, in the year and 
before the particular time, a certification for the 
purposes of subsection 147.1(10) of the Act with 
respect to the individual, the aggregate of all 
amounts each of which is the amount of the indi- 
vidual’s qualifying withdrawals made for the pur- 
poses of a certification that the Minister has is- 
sued in the year and before the particular time; 
and 


(b) in any other case, nil. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(6) Prescribed withdrawal — For the purposes of 
subsection (7) and subsection 146(8.2) of the Act, a 
prescribed withdrawal is such portion of an amount 
withdrawn by an individual from a registered retire- 
ment savings plan under which the individual is the 
annuitant (within the meaning assigned by subsec- 
tion 146(1) of the Act) as is designated in accor- 
dance with subparagraph (3)(a)(iii)” for the purposes 
of a certification in respect of the individual. 
History: Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part II, January 15, 1992, 
applicable after 1989, except that subsec. 8307(6) is applicable after 
1990. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


(7) Prescribed premium — For the purpose of 
subsection 146(6.1) of the Act, a premium paid by a 
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taxpayer under a registered retirement savings plan 
under which the taxpayer is the annuitant (within the 
meaning assigned by subsection 146(1) of the Act) at 
the time the premium is paid is a prescribed pre- 
mium for a particular taxation year of the taxpayer 
where the following conditions are satisfied: 


(a) the taxpayer withdrew an amount (in this sub- 
section referred to as the “withdrawn amount’) in 
the particular year from a registered retirement 
savings plan for the purposes of a certification in 
respect of a past service event; 


(b) all or part of the withdrawn amount is a pre- 
scribed withdrawal pursuant to subsection (6); 


(c) it is subsequently determined that 


(i) as a consequence of reasonable error, the 
taxpayer withdrew a greater amount than nec- 
essary for the purposes of the certification, or 


(ii) as a consequence of the application of par- 
agraph 147.1(3)(b) of the Act, it was not nec- 
essary for the taxpayer to withdraw any 
amount; 
(d) the premium is paid by the taxpayer in the 12- 
month period immediately following the time at 
which the determination referred to in paragraph 
(c) is made; 
(e) the amount of the premium does not exceed 
such portion of the withdrawn amount as is a pre- 
scribed withdrawal pursuant to subsection (6) and 
is determined to have been an unnecessary 
withdrawal; 


(f) the taxpayer files with the Minister, on or 
before the day on or before which the taxpayer is 
required (or would be required if tax under Part I 
of the Act were payable by the taxpayer for the 
taxation year in which the taxpayer pays the pre- 
mium) by section 150 of the Act to file:a return 
of income for the taxation year in which the tax- 
payer pays the premium, a written. notice in 
which the taxpayer designates the premium as a 
recontribution of all or any portion of the with- 
drawn amount; and 


(g) the taxpayer has not designated, pursuant to 
paragraph (f), any other premium as a recontribu- 
tion of all or any portion of the withdrawn 
amount. 
History: Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part II, January 15, 1992, 


applicable after 1989, except that subsec. 8307(7) is applicable to 
1991 et seq. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


8308. Special rules — (1) Benefits provided 
before registration — For the purposes of this 
Part and subsection 147.1(10) of the Act, benefits 
that became provided under a defined benefit provi- 
sion of a pension plan before the day as of which the 
plan becomes a registered pension plan shall be 
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deemed to have become provided as a consequence 
of an event occurring on that day and not'to have 
been provided before that day. 


(2) Prescribed amount for connected per- 
sons — Where 


(a) at any particular time in a calendar year after 


es 


(i), an individual becomes a member of a reg- 
istered pension plan, or 


(ii) lifetime retirement benefits commence to 
accrue to the individual ‘under a defined bene- 
fit provision of a registered pension plan fol- 
lowing a period in which lifetime retirement 
benefits did not accrue to the individual, 


(b). the individual is connected at the particular 
time, or was connected at any time after 1989, 
with an employer who participates in the plan for 
the benefit of the individual, 


(c) the individual did not have a pension adjust- 
ment for 1990 that was greater than nil, and 


(d) this subsection did not apply before the partic- 
ular time to prescribe an amount with respect to 
the individual, 


an amount equal to the lesser of $11,500 and 18 per 
cent of the individual’s earned income (within the 
meaning assigned by = paragraph  146(1)(c) 
[146(1)“earned income”’] of the Act) for 1990 is pre- 
scribed with respect to the individual for the year for 
the purpose of the descriptions of B in paragraphs 
146(1)(g.1) and (1) [146(1)“RRSP. deduction limit” 
and “unused RRSP deduction room’’] and section 
204.2(1.1) of the Act. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(3) Remuneration for prior years — Where an 
individual who is entitled to benefits under a defined 
benefit provision of a registered pension plan re- 
ceives remuneration at a particular time in a particu- 
lar calendar year no part of which is pensionable ser- 
vice of the individual under the provision and the 
remuneration is treated for the purpose of determin- 
ing benefits under the provision as if it were remu- 
neration received in one or more calendar years pre- 
ceding the particular calendar year for services 
rendered in those preceding years, the following 
rules apply: 


(a) such portion of the remuneration as is treated 
under the provision as if it were remuneration re- 
ceived in a preceding calendar year for services 
rendered in that preceding year shall be deemed, 
for the purpose of determining, as of the particu- 
lar time and any subsequent time, a redetermined 
benefit entitlement of the individual under the 
provision, to have been received in that preceding 
year for services rendered in that preceding year; 
and 
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(b) the pension credit of the individual for the 
particular year under the provision with respect to 
an employer is the aggregate of 


(i) the amount that would otherwise be the in- 
dividual’s pension credit for the particular 
year, and 


(ii) the amount that would, if the payment of 
the remuneration were a past service event, be 
the provisional PSPA (or a reasonable’ esti- 
“mate thereof determined in a manner accept- 
able to the Minister) of the individual with re- 
spect to the employer that is associated with 
the payment of the remuneration. 


(4) Period of reduced services — retroactive 
benefits — Where, 


(a) as a consequence of a past service event, re- 
tirement benefits. (in this subsection referred to as 
“retroactive .benefits”) become provided under a 
defined benefit. provision of a registered pension 
plan, (other than a plan that isa specified. multi- 
employer plan). to an individual. in respect of a 
period of reduced services:of the individual, 


(b) the period of reduced services was not, before. 


the past service event, pensionable service of the 
individual under the provision, and 


(c) the past. service event occurs on or before 
April 30 of the year immediately following the 
calendar year in which ends the complete period 
of reduced services of the individual that includes 
the period of reduced services, 


the following rules apply: 


(d) each. pension adjustment. of the individual . 
with respect to an employer for,a year before the. 


calendar year in which the past service event. oc- 
curs shall be deemed to be, and to always have 
been, the aggregate of 


(i) the amount that would otherwise be the in- 
dividual’s pension adjustment with respect to 
the employer for the year, and 


(ii) such portion of the provisional PSPA of 
the individual with respect to the employer 
that is associated with the past service event 
as may reasonably be considered to be attribu- 
table to the provision of retroactive benefits in 
respect of the year, and 


(e) each provisional PSPA of the individual with 
respect to an employer that is associated with the 
past service event shall be deemed (except for the 
purposes of this subsection) to be such portion of 
the amount that would otherwise be the individ- 
ual’s provisional PSPA as may reasonably be 
considered not to be attributable to the provision 
of retroactive benefits. 


(5) Period of reduced services — retroactive 
contributions — Where 


(a) a contribution (in this subsection referred to as 
a “retroactive contribution”) is made by an indi- 
vidual, or by an employer with respect to the in- 
dividual, under a money purchase provision of a 
tegistered pension plan in respect of a period in a 
particular calendar year that is a period of re- 
duced services of the individual, and 


(b) the retroactive contribution is made after the 
particular year and on or before April 30 of the 
year immediately following the calendar year in 
which ends the completé period of reduced ser- 
vices of the individual that includes the period of 
reduced services, 


the following rules apply: 


(c) each pension adjustment of the individual for 
the particular year with respect to an employer 
shall be deemed to be, and to always have been, 
the amount that it would have been had the retro- 
active contribution been made at the end of the 
particular year, and 


(d) the retroactive contribution shall be deemed, 
for the purpose of determining pension adjust- 
ments of the individual for any year after the par- 
‘ticular year, to have been made at the end of the 
particular year and not to have been made at any 
subsequent time. 
Interpretation Bulletins: IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and ‘taxation of 
amounts received by a beneficiary. 


(6) Commitment to make retroactive contri- 
butions — Where 


(a) an individual enters into a written commit- 
ment to make a contribution under a money 
purchase provision of a registered pension plan, 


(b) the commitment is made to the administrator 
of the plan or to an employer who participates in 
the plan, and 


(c) the rules in subsection (5) would apply in re- 
spect of the contribution if the contribution were 
made at the time at which the individual enters 
into the commitment, 


the following rules apply for the purposes of this 
Part: 


(d) the individual shall be deemed to have made 
the contribution to the plan at the time at which 
the individual enters into the commitment, 


(e) if the individual subsequently pays all or a 
part of the contribution to the plan pursuant to the 
commitment, the amount paid to the plan is, for 
the purposes of paragraphs 8301(4)(a) and (8)(e), 
a contribution described in this paragraph, 


(f) any contribution that an employer is required 


Interpretation Bulletins: IT-363R2: Deferred profit sharing ha 
plans — deductibility of employer contributions and taxation of to make under the money purchase provision 
amounts received by a beneficiary. conditional on the individual making the contri- 
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bution that the individual has committed to pay 
and in respect of which subsection (5) would ap- 
ply if the contribution were made by the em- 
ployer at the time the individual enters into the 
commitment shall be deemed to have been made 
by the employer at that time, and 


(g) if an employer subsequently pays to the plan 
all or a part of a contribution in respect of which 
paragraph (f) applies, the amount paid to the plan 
is, for the purposes of paragraph 8301(4)(a), a 
contribution described in this paragraph.. 
History: Paras. 8308(6)(e) and (g) amended by P.C. 1995-17, s. 6, 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 


cable with respect to amounts paid to registered pension plans after 
1989. 


(7) Loaned employees — Where, pursuant to an 
arrangement between an employer (in this subsection 
referred to as the “lending employer”) who is a par- 
ticipating employer in relation to a pension plan and 
an employer (in this subsection referred to as the 
“borrowing employer’) who, but for this subsection, 
would not be a participating employer in relation to 
the plan, 


(a) an employee of the lending employer renders 
services to the borrowing employer for which the 
employee receives remuneration from the bor- 
rowing employer, and 


(b) while the employee renders services to the 
borrowing employer, benefits continue to accrue 
under a defined benefit provision of the plan to 
the employee, or the lending employer continues 
to make contributions under a money purchase 
provision of the plan with respect to the 
employee, 


the following rules apply: 


(c) for the purpose of the definition “participating 
employer” in subsection 147.1(1) of the Act as it 
applies in respect of the plan, the borrowing em- 
ployer is a prescribed employer, 


(d) the determination, for the purposes of this 
Part, of the portion of the employee’s benefit ac- 
crual under a defined benefit provision of the 
plan in respect of a year that can reasonably be 
considered to be attributable to the employee’s 
employment with each of the lending and bor- 
rowing employers shall be made with regard to 
the remuneration received by the employee for 
the year from each employer, and 


(e) such portion of the contributions made under 
a money purchase provision of the plan by the 
lending employer as may reasonably be consid- 
ered to be in respect of the employee’s remunera- 
tion from the borrowing employer shall be 
deemed, for the purposes of this Part, to be con- 
tributions made by the borrowing employer. 


(8) Successor plans — Notwithstanding any 
other provisions of this Part, other than section 8310, 
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where 


(a) all benefits with respect to an individual under 
a defined benefit provision (in this subsection re- 
ferred to as the “former provision”) of a regis- 
tered pension plan are replaced in a calendar year 
by identical benefits under a defined benefit pro- 
vision of another registered pension plan, 


(b) the replacement of benefits is consequent on a 
transfer of the individual’s employment from one 
employer (in this subsection referred to as the 
“former employer’) to another employer (in this 
subsection referred to as the “‘successor em- 
ployer’), and 


(c) the Minister consents in writing to the appli- 
cation of this subsection in respect of that re- 
placement of benefits, 


the individual’s pension adjustments for the year 
with respect to the former employer and the succes- 
sor employer shall be the amounts that they would 
be if all benefits with respect to the individual under 
the former provision had been attributable to em- 
ployment with the successor employer and not to 
employment with the former employer. 


(9) Special downsizing benefits — Where 


(a) lifetime retirement benefits that do not com- 
ply with the condition in paragraph 8503(3)(a) 
are provided to an individual under a defined 
benefit provision of a registered pension plan, 
and 


(b) the benefits are permissible only by reason of 
subsection 8505(3), 


each pension credit of the individual under the provi- 
sion and each provisional PSPA of the individual 
shall be determined without regard to the lifetime re- 
tirement benefits. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


8308.1 Foreign plans — (1) Definitions — In 
this section, “foreign plan” means a plan or arrange- 
ment (determined without regard to subsection 
207.6(5) of the Act) that would, but for paragraph (1) 
of the definition “retirement compensation arrange- 
ment” in subsection 248(1) of the Act, be a retire- 
ment compensation arrangement. 


(2) Pension credit — Subject to subsections (3) 
and (4), the pension credit of an individual for a cal- 
endar year with respect to an employer under a for- 
eign plan is 
(a) where paragraph (b) does not apply, nil; and 
(b) where 
(i) the year is 1992 or a subsequent year, 


(ii) the individual became entitled in the year, 
either absolutely or contingently, to benefits 
under the foreign plan in respect of services 
rendered to the employer in a period through- 
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out which the individual was resident in Can- 
ada and rendered services to the employer that 
were primarily services rendered in Canada or 
services rendered in connection with a busi- 
ness carried on by the employer in Canada, or 
a combination of those services, 


(iii) the individual continued to be entitled at 
the end of the year, either absolutely or con- 
tingently, to all or part of the benefits, and 


(iv) either 


(A) no contribution was made under the 
foreign plan in the year in respect of the 
individual, except where 


(I) no contribution was made because 
the foreign plan had an actuarial sur- 
plus, and 


(II) had a contribution been made in re- 
spect of the benefits referred to in sub- 
paragraph (ii), it would have been a res- 
ident’s contribution (as defined in 
subsection 207.6(5.1) of the Act), or 


(B) a contribution that is not a resident’s 
contribution was made under the foreign 
plan in the year in respect of the 
individual, 


the amount, if any, by which the lesser of 


(v) 18% of the amount that would be the indi- 
vidual’s compensation from the employer for 
the year if the definition “compensation” in 
subsection 147.1(1) of the Act were read with- 
out reference to paragraphs (b) and (c) of that 
definition, and 


(vi) the money purchase limit for the year 
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(3) Pension credit — alternative determina- 
tion — Subject to subsection (4), where the Minister 
has, on the written application of an employer, ap- 
proved in writing a method for determining pension 
credits for a year with respect to the employer under 
a foreign plan, the pension credits shall be deter- 
mined in accordance with that method. 


(4) Pension credits for 1992, 1993 and 
1994 — The pension credit of an individual for 
1992, 1993 or 1994 with respect to an employer 
under a foreign plan is the lesser of 


(a) the amount that would, but for this subsection, 
be determined as the pension credit for the year, 
and 


(b) the amount, if any, by which the lesser of 


(1) 18% of the amount that would be the indi- 
vidual’s compensation from the employer for 
the year if the definition “compensation” in 
subsection 147.1(1) of the Act were read with- 
out reference to paragraphs (b) and (c) of that 
definition, and 


(ii) the money purchase limit for the year 
exceeds the total of 
(iii) $1,000, and 


(iv) the amount that would be the pension ad- 
justment of the individual for the year with re- 
Spect to the employer if subsection 8301(1) 
were read without reference to paragraph (b) 
of that subsection. 


(5) Foreign plan PSPA — Subject to subsection 
(6), where the benefits to which an individual is enti- 
tled, either absolutely or contingently, under a for- 
eign plan are modified, the foreign plan PSPA of the 
individual with respect to an employer associated 
with the modification of benefits is the amount, if 
any, by which 
(a) the total of all amounts each of which is the 
amount that, if this section were read without ref- 
erence to subsection (3), would be the pension 
credit of the individual with respect to the em- 
ployer under the foreign plan for a calendar year 
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before the year in which the individual’s benefits 
are modified 


exceeds the total of all amounts each of which is 


(b) the pension credit of the individual with re- 
spect to the employer under the foreign plan for a 
calendar year before the year in which the indi- 
vidual’s benefits are modified, or 


(c) the foreign plan PSPA of the individual with 
respect to the employer associated with a previ- 
ous modification of the individual’s benefits 
under the foreign plan. 


(6) Foreign plan PSPA — alternative determi- 
nation — Where the Minister has, on the written 
application of an employer, approved in writing a 
method for determining the foreign plan PSPA of an 
individual with respect to the employer associated 
with a modification of the individual’s benefits 
under a foreign plan, the individual’s foreign plan 
PSPA shall be determined in accordance with that 
method. 


History: S. 8308.1 added by P.C. 1996-911, s. 8, June 20, 1996, 
Canada Gazette, Part II, July 10, 1996, applicable after 1991. 


8308.2 Prescribed amount for member of 
foreign plan — Where 


(a) throughout a period in a calendar year after 
1992 an individual resident in Canada rendered 
services to an employer, other than services that 
were primarily services rendered in Canada or 
services rendered in connection with a business 
carried on by the employer in Canada, or a com- 
bination of those services, 


(b) the individual became entitled in the year, ei- 
ther absolutely or contingently, to benefits under 
a pension plan that is a foreign plan (as defined in 
subsection 8308.1(1)) in respect of the services, 
and 


(c) the individual continued to be entitled at the 
end of the year, either absolutely or contingently, 
to all or part of the benefits, 


there is prescribed in respect of the individual for the 
following year, for the purposes of the descriptions 
of B in the definitions “RRSP deduction limit” and 
“unused RRSP deduction room’, in. subsection 
146(1) of the Act and the description of B in para- 
graph 204.2(1.1)(b) of the Act, an amount equal to 
the lesser of 


(d) the amount by which the money purchase 
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es: Section 8308.2 preseribes a reduction in the 
dian residents articipate in foreign 
the lesser of the 


(e) 10% of such portion of the amount that would 
be the individual’s compensation from the em- 
ployer for the year, if the definition “compensa- 
tion” in subsection 147.1(1) of the Act were read 
without reference to paragraphs (b) and (c) of that 
definition, as is attributable to services rendered 
by the individual to the employer in periods 
throughout which the individual rendered ser- 
vices described in paragraph (a). 

History: S. 8308.2 added by P.C. 1996-911, s. 8, June 20, 1996, 

Canada Gazette, Part II, July 10, 1996, applicable after 1991. 


8308.3 Specified retirement arrangements — 
(1) Definition — In this section, “specified retire- 
ment arrangement” means, in respect of an individ- 
ual and an employer, a plan or arrangement under 
which payments that are attributable to the individ- 
ual’s employment with the employer are to be, or 
may be, made to or for the benefit of the individual 
after the termination of the individual’s employment 
with the employer, but does not include 


(a) a plan or arrangement referred to in any of 
paragraphs (a) to (k) and (m) of the definition 
“retirement compensation arrangement” in sub- 
section 248(1) of the Act; 


(b) a plan or arrangement referred to in any of 
paragraphs 6802(a) to (f); 


(c) a plan or arrangement that does not provide, 
in any circumstances, for payments to be made to 
or for the benefit of the individual after the later 
of the day on which the individual attains 71 
years of age and the day that is 5 years after the 
day of termination of the individual’s employ- 
ment with the employer; 
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is greater than nil where 
A is the lesser of : 


(A) 18% of the amount that would be 
the individual’s compensation from the 
employer for the year if the definition 
“compensation” in subsection 147.1(1) 
of the Act were read without reference 
to paragraphs (b) and (c) of that defini- 
tion, and: 


(B) the money purchase limit for the 
year, and 


(d) a plan or arrangement (in this paragraph re- 
ferred to as the “‘arrangement”) that is, or would 
be, but for paragraph (1) of the definition “retire- 
ment compensation arrangement” in subsection 
248(1) of the Act, a retirement compensation ar- 
rangement where 


(1) the funding of the arrangement is subject to 
the Pension Benefits Standards Act, 1985 or a 
similar law of a province, or 


(ii) the arrangement is funded substantially in B is the amount that would be the pension 
accordance with the funding requirements that adjustment of the individual for the year 
would apply if the arrangement were subject with respect to the employer if subsection 
to the Pension Benefits Standards Act, 1985; 8301(1) were read without reference to 


(e) a plan or arrangement that is deemed by sub- Poe et te) Chet Babsection, 


section 207.6(6) of the Act to be a retirement the amount that would be determined by the 
compensation arrangement; or formula in subparagraph (v) if the reference to 
“0.85” in the formula were replaced by a refer- 


(f) an arrangement established by the Judges Act 


; ence to “1”. 
or the Lieutenant Governors Superannuation Act. 


(2) Pension credit — Subject to subsection (3), 
the pension credit of an individual for a calendar 
year with respect to an employer under a specified 
retirement arrangement is 


(a) where paragraph (b) does not apply, nil; and 
(b) where 
(i) the year is 1993 or a subsequent year, 
(ii) the employer is, at any time in the year, 


(A) a person who is exempt, because of 
section 149 of the Act, from tax under Part 
I of the Act on all or part of the person’s 
taxable income, or 


(B) the Government of Canada or the gov- 
ernment of a province, ! 


(iii) the individual became entitled in the year, 
either absolutely or contingently, to benefits 
under the arrangement in respect of employ- 
ment with the employer, 


(iv) at the end of the year, the individual is 
entitled, either absolutely or contingently, to 
benefits under the arrangement, and 


(v) the amount determined by the formula 


0.85 x (A — $1,000) — B 
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(3) Pension credit — alternative determina- 
tion — Where the Minister has, on the written appli- 
cation of an employer, approved in writing a method 
for determining pension credits for a year with re- 
spect to the employer under a specified retirement 
arrangement, the pension credits shall be determined 
in accordance with that method. 


(4) Specified retirement arrangement 
PSPA — Subject to subsection (5), where the bene- 
fits to which an individual is entitled, either abso- 
lutely or contingently, under a specified retirement 
arrangement are modified, the specified retirement 
arrangement PSPA of the individual with respect to 
an employer associated with the modification of ben- 
efits is the amount, if any, by which 


(a) the total of all amounts each of which is the 
amount that, if this section were read without ref- 
erence to subsection (3), would be the pension 
credit of the individual with respect to the em- 
ployer under the arrangement for a calendar year 
before the year in which the individual’s benefits 
are modified 


exceeds the total of all amounts each of which is 


(b) the pension credit of the individual with re- 
spect to the employer under the arrangement for a 
calendar year before the year in which the indi- 
vidual’s benefits are modified, or 


(c) the specified retirement arrangement PSPA of 
the individual with respect to the employer asso- 
ciated with a previous modification of the indi- 
vidual’s benefits under the arrangement. 


(5) Specified retirement arrangement 
PSPA — alternative determination — Where 
the Minister has, on the written application of an em- 
ployer, approved in writing a method for determin- 
ing the specified retirement arrangement PSPA of an 
individual with respect to the employer associated 
with a modification of the individual’s benefits 
under a specified retirement arrangement, the indi- 
vidual’s specified retirement arrangement PSPA 
shall be determined in accordance with that method. 
History: S. 8308.3 added by P.C. 1996-911, s. 8, June 20, 1996, 
Canada Gazette, Part II, July 10, 1996, applicable after 1991, ex- 
cept that, for the purpose of applying, before 1996, the definition 
“specified retirement arrangement” in subsec. (1), the definition 
shall be read with the following para. added after para. (a): 


(a.1) an unfunded plan or arrangement that is maintained pri- 
marily for the benefit of non-residents in respect of services 
rendered outside Canada, 


8308.4 Government-sponsored retirement ar- 
rangements — (1) Definitions — The definitions 
in this subsection apply in this section. 
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“administrator” means, in respect of a government- 
sponsored retirement arrangement, the government 
or other entity that has ultimate responsibility for the 
administration of the arrangement. 


“government-sponsored retirement arrange- 
ment” means a plan or arrangement established to 
provide pensions directly or indirectly from the pub- 
lic money of Canada or a province to one or more 
individuals each of whom renders services in respect 
of which amounts that are included in computing the 
income from a business of any person or partnership 
are paid directly or indirectly from the public money 
of Canada or a province. 


(2) Prescribed amount — Where 


(a) in.a calendar year after 1992 an individual 
renders services in respect of which an amount 
that is included in computing the income from a 
business of any person or partnership was paya- 
ble directly or indirectly from the public money 
of Canada or a province, and 


(b) at the end of that year, the individual is enti- 
tled, either absolutely or contingently, to benefits 
under a government-sponsored retirement ar- 
rangement that provides benefits in connection 
with such services, 


the amount by which the RRSP dollar limit for the 
following year exceeds $1,000 is prescribed in re- 
spect of the individual for that following year for the 
purposes of the descriptions of B in the definitions 
“RRSP. deduction limit” and “unused RRSP deduc- 
tion room” in subsection 146(1) of the Act and the 
description of B in paragraph 204.2(1.1)(b) of the 
Act. 


History: S. 8308.4 added by P.C. 1996-911, s. 8, June 20, 1996, 
Canada Gazette, Part II, July 10, 1996, applicable after 1992. 
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8309. Prescribed’ amount for lieutenant 
governors and judges — (1) Where an individ- 
ual is, at any time in a particular calendar year after | 
1989, a lieutenant governor of a province (other than 

a lieutenant governor who-is not a contributor within 
the meaning assigned by séction 2 of the Lieutenant 
Governors Superannuation Act), there is prescribed | 
in respect of the individual for the immediately fol- 
lowing year for the purposes of the description of B 
in paragraphs 146(1)(g.1) and (1) {146(1)“RRSP de- 
duction limit” and “unused RRSP deduction room’] 
and subsection 204.2(1.1) of the Act the amount, if 
any, by which . 

(a) the lesser of 


(i) 18 per cent of the salary received by the 
individual for the particular year as a lieuten- 
ant governor, and 
(ii) the money purchase limit for the particular. | 
year | Lag q 
exceeds 

(b) $1,000. 


(2) Where an individual is, at any time in a particular 
calendar year after 1990, a judge in receipt of a sal- 
ary under the Judges Act, there is prescribed in re- 
spect of the individual for the immediately following 
year for the purpose of the description of B in 
paragraphs 146(1)(g.1) and (1) [146(1)“RRSP deduc- 
tion limit” and “unused RRSP deduction room’’] and 
subsection 204.2(1.1) of the Act the amount, if any, 
by which ae 
(a) the lesser of 


(i) 18 per cent of the salary (other than salary 
that was not received under the Judges Act) 
received by the individual for the particular 
year as a judge, and 
(ii) the money purchase limit for the particular 
year | 


exceeds 
(b) $1,000. 


8310. Minister’s powers — (1) Where more than 
one method for determining an amount under this 
Part complies with the rules in this Part, only such of 
those methods as are acceptable to the Minister shall 
be used. 


(2) Where, in a particular case, the rules in this Part 
require the determination of an amount in a manner 
that is not appropriate having regard to the provi- 
sions of this Part read as a whole and the purposes 
for which the amount is determined, the Minister 
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may permit or require the amount to be determined 
in a manner that, in the Minister’s opinion, is 
appropriate. 


(3) Where, pursuant to subsection (2), the Minister 
gives permission or imposes a requirement, the per- 
mission or requirement is not effective unless it is 
given or imposed in writing. 


8311. Rounding of amounts — Where a pension 
credit or provisional PSPA of an individual is not a 
multiple of one dollar, it shall be rounded to the 
nearest multiple of one dollar or, if it is equidistant 
from two such consecutive multiples, to the higher 
thereof. 


Part LXxxiv — Retirement 
and Profit Sharing Plans — 
Reporting and Provision of 

Information 


History: The heading to Part LXXXIV amended by P.C. 1996-911, 
s. 9, June 20, 1996, Canada Gazette, Part II, July 10, 1996, applica- 
ble after 1992. The heading formerly read: Registered Plans — Re- 
porting and Provision of Information. 


Part LXXXIV (ss. 8400-8410) added by P.C. 1991-2540, s. 7, De- 
cember 16, 1991, Canada Gazette, Part Il, January 15, 1992, ss. 
8400 to 8405, 8409 and 8410 applicable after 1989 except that 


(a) any return otherwise required to be filed under s. 8402 or 
8403 or subsec. 8409(1) before the particular day that is 60 days 
after January 15, 1992 shall be deemed to have been filed as 
required if it is filed on or before the particular day; 


(b) any copy of a return or form otherwise required under sub- 
sec. 8404(2) or (3) to be forwarded to an individual before the 
particular day that is 60 days after January 15, 1992 shall be 
deemed to have been forwarded as required if it is forwarded on 
or before the particular day; 


(c) any return otherwise required by reason of s. 8405 to be 
filed before February 28, 1991 shall be deemed to have been 
filed as required if it is filed on or before February 28, 1991; 
and 


(d) subsec. 8409(3) is applicable in respect of final distributions 
of property held in connection with registered pension plans 
where the distribution is made after 1989 and any return other- 
wise required to be filed under subsec. 8409(3) before the par- 
ticular day that is 60 days after January 15, 1992 shall be 
deemed to have been filed as required if it is filed on or before 
the particular day. 


8400. Definitions — (1) All words and expressions 
used in this Part that are defined in subsection 
8300(1), 8308.4(1) or 8500(1) or in subsection 
147.1(1) of the Act have the meanings assigned in 
those provisions. 

History: Subsec. 8400(1) amended by P.C. 1996-911, s. 10, June 


20, 1996, Canada Gazette, Part Il, July 10, 1996, applicable after 
15972. 


(2) A reference in this Part to a pension credit of an 
individual means a pension credit of the individual 
as determined under Part LX XXIII. 
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(3) For the purposes of this Part, where the adminis- 
trator of a pension plan is not otherwise a person, the 
administrator shall be deemed to be a person. 


8401. Pension adjustment — (1) Where the pen- 
sion adjustment of an individual for a calendar year 
with respect to an employer is greater than nil, the 
employer shall, on or before the last day of February 
in the immediately following calendar year, file with 
the Minister an information return in prescribed form 
reporting the pension adjustment, other than the por- 
tion, if any, required by subsection (2) or (3) to be 
reported by the administrator of a registered pension 
plan. 


(2) Where an individual makes a contribution in a 
particular calendar year to a registered pension plan 
that is a specified multi-employer plan in the year 
and the contribution is not remitted to the plan by 
any participating employer on behalf of the individ- 
ual, the plan administrator shall, on or before the last 
day of February in the immediately following calen- 
dar year, file with the Minister an information return 
in prescribed form reporting the aggregate of all 
amounts each of which is the portion, if any, of the 
individual’s pension adjustment for the particular 
year with respect to an employer that may reasona- 
bly be considered to result from the contribution. 


(3) Where the portion of a pension credit of an indi- 
vidual for a calendar year that, pursuant to subsec- 
tion (4), is reportable by the administrator of a regis- 
tered pension plan is greater than nil, the 
administrator shall, on or before the last day of Feb- 
ruary in the immediately following calendar year, 
file with the Minister an information return in pre- 
scribed form reporting that portion of the pension 
credit. 


(4) For the purpose of subsection (3), where, on ap- 
plication by the administrator of a registered pension 
plan that is, in a calendar year, a multi-employer 
plan (other than a specified multi-employer plan), 
the Minister consents in writing to the application of 
this subsection with respect to the plan in the year, 
such portion of each pension credit for the year 
under a defined benefit provision of the plan as may 
reasonably be considered to be attributable to bene- 
fits provided in respect of a period of reduced ser- 
vices or disability of an individual is, to the extent 
permitted by the Minister, reportable by the 
administrator. 


(5) Subsections (1) to (3) do not apply to require the 
reporting of amounts with respect to an individual 
for the calendar year in which the individual dies. 


(6) Where the pension adjustment of an individual 
for a calendar year with respect to an employer is 
altered by reason of the application of paragraph 
8308(4)(d) or (5)(c) and the amount (in this subsec- 
tion referred to as the “redetermined amount”) that a 
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person would have been required to report based on 
the pension adjustment as altered exceeds 


(a) if the person has not previously reported an 
amount in respect of the individual’s pension ad- 
justment, nil, and 


| (b) otherwise, the amount reported by the person 
in respect of the individual’s pension adjustment, 


the person shall, within 60 days after the day on 
which paragraph 8308(3)(c). or (S)(), as the case 
may be, applies to alter the pension adjustment, file 
with the Minister an information return in prescribed 
form reporting the redetermined amount. 


8402. Past service pension adjustment — (1) 
Where a provisional PSPA (computed under section 
8303, 8304 or 8308) of an individual with respect to 
an employer that is associated with a past service 
event (other than a certifiable past service event) is 
greater than nil, the administrator of each registered 
pension plan to which the past service event relates 
shall, within 60 days after the day on which the past 
service event occurs, file with the Minister an infor- 
mation return in prescribed form reporting such por- 
tion of the aggregate of all amounts each of which is 
the individual’s PSPA with respect to an employer 
that is associated with the past service event as may 
reasonably be considered to be. attributable to bene- 
fits provided under the plan, except that a return is 
not required to be filed by an, administrator if the 
amount that would otherwise be reported by the ad- 
ministrator is nil. 


(2) Where a foreign plan PSPA (computed under 
subsection 8308.1(5) or (6)) of an individual with re- 
spect to an employer associated with a modification 
of benefits under a foreign plan (as defined by sub- 
section 8308.1(1)) is greater than nil, the employer 
shall, on or before the last day of February in the 
year following the calendar year in. which the indi- 
vidual’s benefits were modified, file with the Minis- 
ter an information return in prescribed form report- 
ing the foreign plan PSPA. 


(3) Where a specified retirement arrangement PSPA 
(computed under subsection 8308.3(4) or (5)) of an 
individual with respect to an employer associated 
with a modification of benefits under a specified re- 
tirement arrangement (as defined by subsection 
8308.3(1)) is greater than nil, the employer shall; on 
or before the last day of February in the: calendar 
year following the calendar year in which the indi- 
vidual’s benefits were modified, file with the Minis- 
ter an information return in prescribed form report- 
ing the specified retirement arrangement PSPA. 
History: S. 8402 renumbered as subsec. 8402(1) and subsecs. (2) 
and (3) added, by P.C. 1996-911, s. 11, June 20, 1996, Canada Ga- 
zette, Part II, July 10, 1996, applicable after 1991. 


8402.1 Where an amount is prescribed by subsection 
8308.4(2) in respect of an individual for a calendar 


Reg. 8404(4) 


year because of the individual’s entitlement (either 
absolute’ or contingent) to benefits under a govern- 
ment-sponsored retirement arrangement (as defined 
in subsection 8308.4(1)), the administrator of the ar- 
rangement shall, on, or before the last day of Febru- 
ary in the year, file with the Minister an information 
return in prescribed form reporting the prescribed 


| amount. 


History: S. 8402.1 added by P.C. 1996-911, s. 12, June 20, 1996, 
Canada Gazette, Part I; July 10, 1996, applicable after 1992. 


8403. Connected persons — Where, at any par- 
ticular time after 1990, 


(a) an individual becomes a member of a regis- 
tered pension plan, or 


(b) lifetime retirement benefits commence to ac- 
crue to the individual under a defined benefit pro- 
vision of a, registered pension plan following a 
period in which lifetime. retirement benefits did 
not accrue to the individual, 


each employer who participates in the plan for the 
benefit of the individual and with whom the individ- 
ual. is connected (within the meaning assigned by 
subsection 8500(3)) at the particular time, or was 
connected at any time after 1989, shall, within 60 
days after the particular time, file with the Minister 
an information return in prescribed form containing 
prescribed information with respect to the individual 
unless the employer has previously filed an informa- 
tion return under this section..with respect to the 
individual. 


Forms: T1007: Connected person information return. 


8404. Reporting to individuals — (1) Every per- 
son who is required by section 8401 or subsection 
8402.1(1) to file an information return with the Min- 
ister shall, on or before the day on or before which 
the return is required to be filed with the Minister, 
forward to each individual to whom the return re- 
lates, 2 copies of the portion of the return that relates 
to the individual. 


(2) Every person who is required by section 8402, 
subsection 8402.1(2) or section 8403 to file an ‘infor- 
mation return with the Minister shall, on or before 
the day on or before which the return is required to 
be filed with the Minister, forward to each individual 
to whom the return relates, one copy of the portion 
of the return that relates to the individual. 


(3) Every person who obtains a certification from the 
Minister for the purposes of subsection 147.1(10) of 
the Act in respect of a past service event and an indi- 
vidual shall, within 60 days after receiving from the 
Minister the form submitted to the Minister pursuant 
to subsection 8307(1) in respect of the past service 
event and the individual, forward to the individual 
one copy of the form as returned by the Minister. 


(4) Every person required by subsection (1), (2) or 
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(3) to forward a copy of an information return or a 
form to an individual shall send the copy to the indi- 
vidual at the individual’s last known address or shall 
deliver the copy to the individual in person. 

History: Subsecs. 8404(1) and (2) amended by P.C. 1996-911, s. 
13, June 20, 1996, Canada Gazette, Part I, July 10, 1996, applica- 
ble after 1992. 


8405. Discontinuance of business — Subsec- 
tion 205(2) and section 206 are applicable, with such 
modifications as the circumstances require, in re- 
spect of returns required to be filed under this Part. 


8406. Provision of information — (1) Where a 
person who is required to file an information return 
under section 8401 requires information from an- 
other person in order to determine an amount that is 
to be reported or to otherwise complete the return 
and makes a written request to the other person for 
the information, the other person shall provide the 
person with the information that is available to that 
other person, 


(a) where the information return is required to be 
filed in the calendar year in which the request ‘is 
received, within 30 days after receipt of the re- 
quest; or 


(b) in any other case, by January 31 of the year 
immediately following the calendar year in which 
the request is received. 


(2) Where the administrator of a registered pension 
plan requires information from a person in order to 
determine a provisional PSPA of an individual under 
section 8303, 8304 or 8308 and makes a written re- 
quest to the person for the information, the person 
shall, within 30 days after receipt of the request, pro- 
vide the administrator with the information that is 
available to the person. 


(3) Where the administrator of a registered pension 
plan requires information from a person in order to 
complete an information return required to be filed 
under section 8409 and makes a written request to 
the person for the information, the person shall, 
within 30 days after receipt of the request, provide 
the administrator with the information that is availa- 
ble to that person. 


8407. Qualifying withdrawals — Where 


(a) an individual who has withdrawn an amount 
from a registered retirement savings plan under 
which the individual was the annuitant (within 
the meaning assigned by paragraph 146(1)(a) 
[146(1)“annuitant’’] of the Act) at the time of the 
withdrawal provides the issuer (within the mean- 
ing assigned by paragraph 146(1)(c.1) [146(1)“‘is- 
suer’’] of the Act) of the plan, in the calendar year 
in which the amount was withdrawn or in either 
of the 2 immediately following calendar years, 
with the prescribed form referred to in subpara- 
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graph 8307(3)(a)(ii) accompanied by a request 
that the issuer complete the form in respect of the 
withdrawal, and 


(b) the issuer has not, at the time of receipt of the 
request, forwarded to the individual 2 copies of 
the information return required by subsection 
214(1) to be made by the issuer in respect of the 
withdrawal, and does not, within 30 days after re- 
ceipt of the request, forward to the individual 2 
copies of that return, 


the issuer shall, within 30 days after receipt of the 
request, complete those portions of the form that the 
form indicates are required to be completed by the 
issuer in respect of the withdrawal and return the 
form to the individual. 


Forms: T1006: Designating an RRSP withdrawal as a qualifying 
withdrawal. 


8408. Requirement to provide Minister with 
information — (1) The Minister may, by notice 
served personally or by registered or certified mail, 
require that a person provide the Minister, within 
such reasonable time as is stipulated in the notice, 
with 

(a) information relating to the determination of 

amounts under Part LX XXIII; 


(b) where the person claims that paragraph 
147.1(10)(a) of the Act is not applicable with re- 
spect to an individual and a past service event by 
reason of an exemption provided by regulation, 
information relevant to the claim; or 


(c) information for the purpose of determining 
whether the registration of a pension plan may be 
revoked. 


(2) Where a person fails to provide the Minister with 
information pursuant to a requirement under subsec- 
tion (1), each registered pension plan and deferred 
profit sharing plan to which the information relates 
becomes a revocable plan as of the day on or before 
which the information was required to be provided. 


8409. Annual information returns — (1) The ad- 
ministrator of a registered pension plan that is ad- 
ministered under the supervision of a government 
regulator shall file an information return for a fiscal 
period of the plan in prescribed form and containing 
prescribed information 
(a) where an agreement concerning annual infor- 
mation returns has been entered into by the Min- 
ister and the regulator, as identified in subsection 
(2), 
(i) in the case of the agreement with the Pen- 
sion Commission of Ontario, with the Taxa- 
tion Data Centre of the Ministry of Finance of 
Ontario, and 
(ii) in any other case, with that regulator, 


on or before the day that an information return 
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required by that regulator is to be filed for ans fis- 


cal period; and 


(b) in any other case, vith the Minister on or 
before the day that is 180 pa after the end of 
the fiscal period. 


History: Subsec. 8409(1) amended by P.C. 1996-213, s. 1, Febru- 
ary 20, 1996, Canada Gazette, Part II, March 6, 1996, applicable to 
fiscal periods that end after December 30, 1994. Former s. 8409 
does not apply for the 1994 calendar year to a registered pension 
plan with a fiscal period ending in 1994 before December 31, 1994. 


Subsec. 8409(1) amended by P.C. 1995- 17, s. 7, January 11, 1995, 
Canada Gazette, Part II, January 25, 1995, applicable after 1989. 


Forms: T244: Registered pension plan annual information retum. 


(2) For the purposes of paragraph (1)(a), the follow- 
ing government regulators have entered into an 
agreement concerning annual information returns 
with the Minister: 


(a) the Pension Commission of Ontario, Province 
of Ontario; 


(b) the Superintendent of Pensions, Province of 
Nova Scotia; 


(c) the Superintendent of Pensions, Province of 
New Brunswick; 


(d) the Superintendent of Pensions, Province of 
Manitoba; and 


(e) the Superintendent of Pensions, Province of 
British Columbia. 


History: Subsec. 8409(2) amended by P.C. 1996-213, s. 1, Febru- 
ary 20, 1996, Canada Gazette, Part Il, March 6, 1996, applicable to 
fiscal periods that end after December 30, 1994. Former s. 8409 
does not apply for the 1994 calendar year to a registered pension 
plan with a fiscal period ending in 1994 before December 31, 1994. 


(3) The administrator of a registered pension plan 
shall, within 60 days after the final distribution of 
property held in connection with the plan, notify the 
Minister in writing of the date of the distribution and 
the method of settlement. 


History: Subsec. 8409(3) amended by P.C. 1996-213, s. 1, Febru- 
ary 20, 1996, Canada Gazette, Part II, March 6, 1996, applicable to 
fiscal periods that end after December 30, 1994. Former s. 8409 
does not apply for the 1994 calendar year to a registered pension 
plan with a fiscal period ending in 1994 before December 31, 1994. 


8410. Actuarial reports — The administrator of a 
registered pension plan that contains a defined bene- 
fit provision shall, on demand. from the Minister 
served personally or by registered or certified mail 
and within such reasonable time as is stipulated in 
the demand, file with the Minister a report prepared 
by an actuary on the basis of reasonable assumptions 
and in accordance with generally accepted actuarial 
principles and containing such information as is re- 
quired by the Minister in respect of the defined bene- 
fit provisions of the plan. 


Part LXXXV 


Part Lxxxv — Registered 
Pension Plans 


History: Part LXXXvV (ss. 8500-8520) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part II, January 15, 1992, 
applicable after 1988 except that: 


(a) subsec. 8512(1) is applicable as of January 15, 1992; 


(b) any form or document otherwise required by subsec. 
~ 8512(2) to be forwarded to the Deputy Minister of National 
Revenue for Taxation before the particular day that is 60 days 
after January 15, 1992 shall be deemed to have been forwarded 
as required if it is forwarded on or before the particular day; and 


(c) subsec. 8515(5) is applicable 
' (i) in respect of contributions made after 1991 to'a pension 


plan that was registered by the Minister on or before July 
31, 1991 for the purposes of the Income Tax Act, and 


(ii) in respect of contributions made after 1990 toa pension 
plan that is registered by the Minister after July 31, 1991 
for the purposes of that Act. 
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8500. Interpretation — (1) In this Part, 


“active member” of a pension plan in a calendar 
year means a member of the plan to whom benefits 
accrue under a defined benefit provision of the plan 
in respect of all or any portion of the year or who 
makes contributions, or on whose behalf contribu- 
tions are made, in relation to the year under a money 
purchase provision of the plan; 


“average Consumer Price Index’ for a calendar 
year means the amount that is obtained by dividing 
by 12 the aggregate of all amounts each of which is 
the Consumer Price Index for a month in the 12- 
month period ending on September 30 of the imme- 
diately preceding calendar year; 


“beneficiary” of an individual means a person who 
has a right, by virtue of the participation of the indi- 
vidual in a pension plan, to receive benefits under 
the plan after the death of the individual; 


“benefit provision” of a pension plan means a 
money purchase or defined benefit provision of the 
plan; 


“bridging benefits’? provided to a member under a 
benefit provision of a pension plan means retirement 
benefits payable to the member under the provision 
for a period ending no later than a date determinable 
at the time the benefits commence to be paid; 


“Consumer Price Index” for a month means the 
Consumer Price Index for the month as published by 
Statistics Canada under the authority of the Statistics 
Act; 


“defined benefit limit’ for a calendar year means 
(a) for years before 1996, $1,722.22, and 


(b) for years after 1995, '/ of the money puruese 
limit for the year; 


History: “Defined benefit limit” in subsec. 8500(1) amended by 
P.C. 1995-17, subsec. 8(1), January 11, 1995, Canada Gazette, Part 
Il, January 25, 1995, applicable after 1991. 


“dependant” of an individual at the time of the indi- 
vidual’s death means a parent, grandparent, brother, 
sister, child or grandchild of the individual who, at 
that time, is both dependent on the individual. for 
support and 


(a) under 19 years of age and will not attain 19 
years of age in the calendar year that includes 
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that time, 


(b) in full-time attendance at an educational insti- 
tution, or 4 


(c) dependent on the individual by reason’ of | ° 


mental or physical infirmity; 


“disabled” means, in relation to an individual, suf-. | 


fering from a physical or mental impairment that 
prevents the individual from performing the duties of 
the employment in which the individual was. ‘en- 
gaged before the commencement of the impairment; 


“eligible period of reduced pay”. of an employee 
with respect to an employer means a period (other 
than a period in which the employee is, at any time 
after 1990, connected with the employer or a period 
any part of which is a period of disability of the em- 
ployee) 
(a) that begins after the employee has been em- 
ployed by the employer or predecessor employers 
to the employer for not less than 36 months, — 
(6) throughout. which the employee renders ser- 
vices to the employer, and .. | 


(c) throughout which the remuneration received 
by the employee from the employer is less than 
the remuneration that it is reasonable to expect 
the employee would have received from the em- 
ployer had the employee rendered: services 
throughout the period on a regular basis (having 
regard to the services rendered’ by the’ employee 
to the employer before the period) and had the 
employee’s rate. of remuneration been.commen- 
surate with the employee’s rate of remuneration 
before the period; 


“eligible period of temporary absence’’ of an:indi- 
vidual with respect to an.employer means.a period 
throughout which the individual does not render ser- 
vices to the employer by reason of leave of absence, 
layoff, strike, lock-out or any other circumstance ac- 
ceptable to the Minister, other than a period 

(a) a part of which is a period of disability of the 

individual, or 

(b) in which the individual is, at any time after 

, 1990, connected with the employer; 


“eligible survivor benefit period” in relation to a 
person. who is a dependant of an: individual at the 
time of the individual’s death, means the period be- 
ginning on the day of death of the individual and 
ending on the latest of 


(a). where the dependant is under 19. years of age 
throughout the. calendar year that includes the day 
of death of the individual, the earlier of 
(1) December 31 of the calendar year in which 
the dependant attains 18 years of age, and 


(ii) the day of death of the dependant, 


(b) where the dependant is in full-time.attendance 
at an educational institution on the, later of the 
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day, of death of the individual and December 31 
of the calendar. year in: which the dependant at- 
tains 18. years of age, the day on which the de- 
pendant ceases to be in full-time attendance at an 
educational institution, and 


(c) where the dependant is dependent on. the indi- 
vidual at the time of the individual’s death by 
reason of mental or physical infirmity, the day on 
which the dependant ceases to be infirm or, if 
there is no such day, the day of death of the 
dependant; 


“existing plan” means a pension plan that was a 
registered pension plan on March 27, 1988. or in re- 
spect of which an application for registration was 
made to the Minister before March 28, 1988, and in- 
cludes a pension plan that was established before 
March 28, 1988 pursuant to an Act of Parliament 
that deems member contributions to be contributions 
to a registered pension plan; Aids 


“forfeited amount” under a money purchase provi- 
sion of a pension plan means an amount to which a 
member of the plan has ceased to have any rights, 
other than the portion thereof,.if any, that is. payable 


(a) to a beneficiary of the member. asa conse- 
quence of the member’s death; or 


(b) to a spouse or former spouse of the member 
as a consequence of the breakdown of their mar- 
riage or other conjugal relationship; 


“grandfathered plan’’ means 


(a) an existing plan that, on March 27, 1988, con- 
tained a'defined benefit provision, or 


(6) a pension plan that was established to provide 
benefits under a defined benefit provision to one 
or more individuals in lieu of benefits to which 
the individuals were entitled under a defined ben- 
efit provision of ‘another pension plan that is a 
grandfathered plan, whether or not benefits are 
also provided to. other individuals; 


Related Provisions: Reg. 8509(13)— Grandfathering where 
plan complied before March 1996 budget date. 


“lifetime retirement benefits” provided to a mem- 


| ber under a benefit provision of a pension plan 


means retirement benefits provided to the member 
under the provision that, after they commence to be 
paid, are payable to the member until the member’s 
death, unless the benefits are commuted or payment 
of the benefits is suspended; 


| “multi-employer plan” in a calendar year means 


(a) a pension plan in respect of which it is reason- 
able to expect, at the beginning of the year (or at 
the time in the year when the plan is established, 
if later), that at no time in the year will more than 
95 per cent of the active members of the plan be 
employed by a single participating employer or 
by, a related group of participating employers, 
other than a plan where it is reasonable to con- 
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sider that one of the main reasons there is more 
than one employer participating in the plan is to 
obtain the benefit of any of the provisions of the 
Act or these Regulations that are applicable only 
with respect to multi-employer plans, or 


(b) a pension plan that is, in the year, a specified 
multi-employer plan, 


and, for the purposes of this definition, 2 corpora- 
tions that are related to each other solely by reason 
that they are both controlled by Her Majesty in right 
of Canada or a province shall be deemed not to be 
related persons; 


Related Provisions: ITA 252.1 — Trade union locals and 
branches deemed to be a single employer. 


‘pensionable service” of a member of a pension 
plan under a defined benefit provision of the plan 
means the periods in respect of which lifetime retire- 
ment benefits are provided to the member under the 
provision; 


‘period of disability’ of an individual means a pe- 
riod throughout which the individual is disabled; 


“‘predecessor employer” means, in relation to a par- 
ticular employer, an employer (in this definition re- 
ferred to as the “vendor”) who has sold, assigned or 
otherwise disposed of all or part of the vendor’s bus- 
iness or undertaking or all or part of the assets of the 
vendor’s business or undertaking to the particular 
employer or to another employer who, at any time 
after the sale, assignment or other disposition, be- 
comes a predecessor employer in relation to the par- 
ticular employer, where one or more employees of 
the vendor have, in conjunction with the sale, assign- 
ment or disposition, become employees of the em- 
ployer acquiring the business, undertaking or assets; 


“public pension benefits” means amounts payable 
on a periodic basis under the Canada Pension Plan, 
a provincial pension plan as defined in section 3 of 
the Canada Pension Plan, or Part I of the Old Age 
Security Act, but does not include disability, death or 
survivor benefits provided under those Acts; 


“public safety occupation” means the occupation of 
(a) firefighter, 
(b) police officer, 
(c) corrections officer, 
(d) air traffic controller, or 
(e) commercial airline pilot; 
“retirement benefits” provided to an individual 
under a benefit provision of a pension plan means 


benefits provided to the individual under the provi- 
sion that are payable on a periodic basis; 


“surplus” under a money purchase provision of a 
pension plan at any time means such portion, if any, 
of the amount held at that time in respect of the pro- 
vision as has not been allocated to members and is 
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not reasonably attributable to 


(a) forfeited amounts under the provision or earn- 
ings of the plan that are reasonably attributable to 
those amounts, 


(b) contributions made under the provision by an 
employer that will be allocated to members as 
part of the regular allocation of such contribu- 
tions, or 


(c) earnings of the plan (other than earnings that 
are reasonably attributable to the surplus under 
the provision before that time) that will be allo- 
cated to members as part of the regular allocation 
of such earnings; 

History: Paras. (a) and (b) of the definition of “surplus” in subsec. 


8500(1) amended by P.C. 1995-17, subsec. 8(2), January 11, 1995, 
Canada Gazette, Part II, January 25, 1995, applicable after 1988. 


“totally and permanently disabled” means, in rela- 
tion to an individual, suffering from a physical or 
mental impairment that prevents the individual from 
engaging in any employment for which the individ- 
ual is reasonably suited by virtue of the individual’s 
education, training or experience and that can rea- 
sonably be expected to last for the remainder of the 
individual’s lifetime; 


“Year’s Maximum Pensionable Earnings” for a 
calendar year has the meaning assigned by section 
18 of the Canada Pension Plan. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(2) All words and expressions used in this Part that 
are defined in subsection 147.1(1) of the Act have 
the meanings assigned in that subsection. 


(3) For the purposes of this Part, a person is con- 
nected with an employer at any time where, at that 
time, the person 


(a) owns, directly or indirectly, not less than 10 
per cent of the issued shares of any class of the 
capital stock of the employer or of any other cor- 
poration that is related to the employer, 


(b) does not deal at arm’s length with the em- 
ployer, or 


(c) is a specified shareholder of the employer by 
reason of paragraph (d) of the definition “speci- 
fied shareholder” in subsection 248(1) of the Act, 


and, for the purposes of this subsection, 


(d) a person shall be deemed to own, at any time, 
each share of the capital stock of a corporation 
owned, at that time, by a person with whom the 
person does not deal at arm’s length, 


(e) where shares of the capital stock of a corpora- 
tion are owned at any time by a trust, 


(i) if the share of any beneficiary in the in- 
come or capital of the trust depends on the ex- 
ercise by any person of, or the failure by any 
person to exercise, any discretionary power, 
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each beneficiary of the trust shall be deemed 
to own, at that time, all the shares owned by 
the trust, and 


(ii) in any other case, each beneficiary of a 
trust shall be deemed to own, at that time, that 
proportion of the shares owned by the trust 
that the fair market value at that time of the 
beneficiary’s beneficial interest in the trust is 
of the fair market value at that time of all ben- 
eficial interests in the trust, 


(f) each member of a partnership shall be deemed 
to own, at any time, that proportion of all shares 
of the capital stock of a corporation that are prop- 
erty of the partnership at that time that the fair 
market value at that time of the member’s interest 
in the partnership is of the fair market value at 
that time of the interests of all members in the 
partnership, and 


(g) a person who, at any time, has a right under a 
contract, in equity or otherwise, either immedi- 
ately or in the future and either absolutely or con- 
tingently, to, or to acquire, shares of the capital 
stock of a corporation shall be deemed to own, at 
that time, those shares if one of the main reasons 
for the existence of the right may reasonably be 
considered to be that the person not be connected 
with an employer. | 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(4) For the purposes of this Part, an officer who re- 
ceives remuneration for holding an office shall, for 
any period that the officer holds the office, be 
deemed to render services to, and to be in the service 
of, the person from whom the officer receives the 
remuneration. 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


(5) For the purposes of this Part, any provision that 
applies with respect to a spouse of a taxpayer also 
applies in the same manner with respect to a party to 
a void or voidable marriage to a taxpayer. 


(6) Where this Part provides that an amount is to be 
determined by aggregating the durations of periods 
that satisfy specified conditions, a period shall be in- 
cluded in determining the aggregate only if it is not 
part of a longer period that satisfies the conditions. 


(7). For the purposes of the definition “active mem- 
ber’. in subsection, (1), subparagraph 8503(3)(a)(v) 
and paragraphs 8504(7)(d).and 8507(3)(a), such por- 
tion of an amount.allocated to an individual at.any 


time under a money purchase provision of a regis- 


tered pension plan as is attributable to 


(a) forfeited amounts under the provision or earn- 
ings of the plan that are reasonably attributable to 
those amounts, 


(b) a surplus under the provision, or 
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(c) property transferred to the provision in respect 
of the actuarial, surplus under a defined benefit 
provision of the plan or another registered pen- 
sion plan 


shall be deemed to bea contribution made under the 
provision on behalf of the individual at that time. 
History: Subsec. 8500(7) added by P.C. 1995-17, subsec. 8(3), Jan- 
uary 11, 1995, Canada Gazette, Part Il, January 25; 1995, applica- 
ble after 1988, except that. with respect to amounts allocated on or 
before April 5, 1994, subsec. (7) shall be read without reference to 
the expression “[of] the definition ‘active member’ in subsection 
(1)”, and for the purposes of subparagraph 8507(3)(a)(vi), without 
reference to paragraph (c) thereof. 


Forms [Reg. 8500]: T920: Application for acceptance of an 
amendment to an RPP. 


8501. Prescribed conditions for registration 
and other conditions applicable to registered 
pension plans — (1) Conditions for registra- 
tion — For the purposes of section 147.1 of the Act, 
and subject to sections 8509 and 8510, the pre- 
scribed conditions for the registration of a pension 
plan are . 


(a) the conditions in paragraphs 8502(a), (c), (e), 
(f) and (1), | 


(b). if the plan contains. a defined benefit provi- 
sion, the conditions in paragraphs 8503(4)(a) and 
(c), and 


(c) if the plan contains a money purchase provi- 
sion, the conditions in paragraphs 8506(2)(a) and 
(d), 

and the following conditions: 


(d) there is no reason to expect, on the basis of 
the documents that constitute the plan and estab- 
lish the funding arrangements, that 


(i) the plan may become a revocable plan pur- 
suant to subsection (2), or 


(ii) the conditions in subsection 147.1(10) of 
the Act may not be complied with, and 


(e) there is no reason to expect that the plan may 
become a revocable plan pursuant to subsection 
147.1(8) or (9) of the Act or subsection 8503(15). 


(2) Conditions applicable to registered 
pension plans — For the purposes of paragraph 
147.1(11)(c) of the Act, and subject to sections 8509 
and 8510, a registered pension plan becomes a revo- 
cable plan at any time that it fails to comply with 


(a) a condition set out in any of paragraphs 
8502(b), (d), (g) to (kK) and (m); 

(b) where the plan contains a defined benefit pro- 
vision, a condition set out in. paragraph 
8503(3)(a), (b),.(d), G),.(k) or (1) or (4)(b), (d), (e) 
or (f); or 

(c) where the plan contains a money purchase 
provision, a condition set out: in. any of 
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paragraphs 8506(2)(b) to (c) and (e) to (h). 


History: Para. 8501(2)(a) amended by P.C. 1996-911, s. 14, June 
20, 1996, Canada Gazette, Part I], July 10, 1996, applicable after 
1993. 


Para. 8501(2)(c) amended by P.C, 1995-17, subsec. 9(1), January 


11, 1995, Canada Gazette, Part II, January 25, 1995, applicable af- 
ter April 5, 1994. 


(3) Permissive rules — The conditions in this 
Part do not apply in respect of a pension plan to the 
extent that they are inconsistent with the provisions 
of subsections 8503(6) and (8) and 8505(3) and (4). 


History: Subsec. 8501(3) amended by P.C. 1995-17, subsec. 9(2), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(4) Supplemental plans — Where 


(a) the benefits provided under a pension plan (in 
this. subsection referred to as the “supplemental 
plan”) that contains one defined benefit provision 
and no money purchase provisions may reasona- 
bly be considered to be supplemental to the bene- 
fits provided under a defined benefit provision (in 
this subsection referred to as the “base provi- 
sion’) of another pension plan, 


(b) the supplemental plan does not otherwise 
comply with the condition set out in paragraph 
8502(a) or the condition in paragraph 8502(c), 
and 


(c) the Minister has approved the application of 
this subsection, which ‘approval has not been 
withdrawn, 


for the purpose of determining whether the supple- 
mental plan complies -with the. conditions in 
paragraphs 8502(a) and (c), the benefits provided 
under the base provision shall be considered to be 
provided under the supplemental plan. 


(5) Benefits payable to spouse after marriage 
breakdown — Where 


(a) a spouse or former spouse of a member of a 
registered pension plan is entitled to receive all or 
a portion of the benefits that would otherwise be 
payable under the plan to the member, and 


(b) the entitlement was created 


(i) by assignment of benefits by the member, 
on or after the breakdown of their marriage or 
other conjugal relationship, in settlement of 
rights arising out of their marriage or other 
conjugal relationship, or 


(ii) by a provision of the law of Canada or a 
province applicable in respect of the division 
of property between the member and the 
member’s spouse or former spouse, on or after 
the breakdown of their marriage or other con- 
jugal relationship, in settlement of rights aris- 
ing out of their marriage or other conjugal 
relationship, 
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the following rules apply: 
(c) except where paragraph (d) is applicable, the 
benefits to which the spouse or former spouse is 
entitled shall, for the purposes of this Part, be 
deemed to be benefits provided and payable to 
the member, and 


(d) where 


(i) the entitlement of the spouse or former 
spouse was created by a provision of the law 
of Canada or a province described in subpara- 
graph (b)(ii), and 
(ii) that provision 
(A) requires that. benefits commence to be 
paid to the spouse or former spouse at a 
time that may be different from the time 
benefits commence to be paid to the mem- 
ber, or 


(B) gives the spouse or former spouse any 
rights in respect of the benefits to which 
the spouse or former spouse is entitled in 
addition to the rights that the spouse or for- 
mer spouse would have as a consequence 
of an assignment by the member, in whole 
or in part, of the member’s right to benefits 
under the plan, 


the benefits to which the spouse or former spouse 
is entitled shall, for the purposes. of this Part, be 
deemed to be benefits provided and payable to 
the spouse or former spouse and not provided or 
payable to the member. 


(6) Indirect contributions — Where an employer 
or an individual makes payments to a trade union or 
an association of employers (in this subsection re- 
ferred to as the “contributing entity”) to enable the 
contributing entity to make contributions to a pen- 
sion plan, such portion of a contribution made by the 
contributing entity to the plan as is reasonably attrib- 
utable to a payment made to the contributing entity 
by an employer or individual shall, for the purposes 
of the conditions in this Part, be considered to be a 
contribution made by the employer or individual, as 
the case may be, and not by the contributing entity. 


8502. Conditions applicable to all plans — For 

the purposes of section 8501, the following condi- 

tions are applicable in respect of a pension plan: 
(a) primary purpose — the primary purpose of 
the plan is to provide periodic payments to indi- 
viduals after retirement and until death in respect 
of their service as employees; 


(b) permissible contributions — each contri- 
bution made to the plan after 1990 is an amount 
that 


(1) 1s paid by a member of the plan in accor- 
dance with the plan as registered, where the 
amount is credited to the member’s account 
under a money purchase provision of the plan, 
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or is paid in respect of the member’s benefits 
under a defined benefit provision of the plan, 


(ii) is paid in accordance with a money 
purchase provision of the plan as registered, 
by an employer with respect to the employer’s 
employees or. former employees, 

(iii) 1s an eligible contribution that is paid in 
respect of a defined benefit provision of the 
plan. by an employer with respect to the em- 
ployer’s employees or former employees, 


(iv) is transferred to the plan in accordance 
with any of subsections 146(16), 147(19) and 
147.3(1) to (8) of the Act, or 


(v) is acceptable to the Minister and that is 
transferred to the plan from a pension plan 
that is maintained primarily for the benefit of 
non-residents in respect of services rendered 
outside Canada, 


and, for the purposes of this paragraph, 


(vi) an eligible contribution is a contribution 
that is paid by an employer in respect of a de- 
fined benefit provision of a pension plan is 
where it is an eligible contribution under sub- 
section 147.2(2) of the Act or, in the case of a 
plan in which Her Majesty in right of Canada 
or a province is a participating employer, 
would be an eligible contribution, under sub- 
section 147.2(2) of the Act if all amounts held 
to the credit of the plan in the accounts of 
Canada or the province were excluded from 
the assets of the plan, and 


(vil) such portion of the contributions that are 
made by Her Majesty in right of Canada or a 
province in respect of a defined benefit provi- 
sion of the plan as can reasonably be consid- 
ered to be made with respect to the employees 
or former employees of another person shall 
be deemed. to be contributions that are made 
by that other person; 


(c) permissible benefits — the plan does not 
provide for, and its terms are such that it will not 
under any circumstances provide for, any benefits 
other than benefits 


(i) that are provided under one or more de- 
fined benefit provisions and are in accordance 
with subsection 8503(2), | paragraphs 
8503(3)(c) and (e) to (i) and section 8504, 


(ii) that are provided under one or more 
money purchase provisions and are in accor- 


spouse or former spouse of a member of the 
plan by. reason of a provision of the law of 
Canada or a province applicable in respect of 
the division of property between the member 
and the spouse or former spouse, on or after 
the breakdown of their marriage or other con- 
jugal relationship, in settlement of rights aris- 
ing out of their marriage or other conjugal 
relationship; 


_ (d) permissible distributions — each distri- 
bution that is made from the plan is 


(i) a payment of benefits in accordance with 
the plan as registered, 


(ii) a transfer of property held in connection 
with a defined benefit provision of the plan to 
another pension plan to be held in connection 
with a benefit provision of that other plan, 
where the transfer is in accordance with sub- 
section 147.3(3), (4.1) or (8) of the Act, 


(iii) a return of all or a portion of the contribu- 
tions made by a member of the plan or an em- 
ployer who participates in the plan, where the 
payment is made to avoid the revocation of 
the registration of the plan, 


(iv) a return of all or a portion of the contribu- 
tions made by a member of the plan under a 
defined benefit provision of the plan, where 
the return of contributions is pursuant to an 
amendment to the plan that also reduces the 
future contributions that would otherwise be 
required to be made under the provision by 
members, 


(v) a payment of interest (computed at a rate 
not exceeding a reasonable rate) in respect of 
contributions that are returned as described in 
subparagraph (iv), 

(vi) a payment in full or partial satisfaction of 
the interests of a person in an actuarial surplus 
that relates to a defined benefit provision of 
the plan, 

(vil) a payment to an employer of property 
held in connection with a money purchase 
provision of the plan, or 


(vii) where the Minister has, under subsection 
8506(2.1), waived the application of the con- 
dition in paragraph 8506(2)(b.1) in respect of 
a money purchase provision of the plan, a 
payment under the provision of an amount ac- 
ceptable to the Minister; 


dance with subsection 8506(1 } History: Subpara. 8502(d)(ii) amended and subpara. 8502(d)(viii) 


added by P.C. 1995-17, subsecs. 10(1) and (2), January 11, 1995, 


(iii) that the plan is required to provide by fea-|| |. Ganada Gazette, Part II, January 25, 1995. Subpara. 8502(d)(ii) is 
son of a designated provision of the law of applicable with respect to distributions made from a pension plan 
Canada or a province, or that the plan would | after 1990 and subpara. 8502(d)(viii) is applicable after April 5, 


be required to provide if each such provision 
were applicable to the plan with respect to all 
its members, and 


(iv) that the plan is required to provide to a 
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(e) payment of pension — the plan 


(i) requires ‘that the retirement benefits of a 
member under each benefit provision of the 


Reg. 8502(e)(i) 


plan commence to be paid not later than 


(A) the end of the calendar year in which 
the member attains 71 years of age, or 


(B) in the case of benefits provided under a 
defined benefit provision, such later time 
as is acceptable to the Minister, but only if 
the amount of benefits (expressed on an 
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annualized basis) payable does not exceed 
the amount of benefits that would be paya- 
ble if payment ofthe benefits commenced 
at the time referred to in clause (A), and 


(ii) provides that retirement benefits under 
each benefit provision are payable not less 
frequently than annually; 


(f) assignment of rights — the DP a a 
stipulation that no right of a person under the 
plan is capable of being assigned, charged, antici- 
pated, given as security or surrendered, and, for 
the purposes of this condition, 


(i) assignment does not include 


(A) assignment pursuant to a decree, order 
or judgment of a competent tribunal or a 
written agreement in settlement of rights 
arising out of a marriage or other conjugal 
relationship between an individual and the 
individual’s spouse or former spouse, on 
or after the breakdown of their marriage or 
other conjugal relationship, or 


(B) assignment by the legal representative 
of a deceased individual on the distribution 
of the individual’s estate, and 


(ii) surrender does not include a reduction in 
benefits to avoid the revocation of the regis- 
tration of the plan; 


(g) funding media — the arrangement under 
which property is held in connection with the 
plan is acceptable to the Minister; 


(h) investments — the property that is held in 
connection with the plan does not include 


(1) a prohibited investment under subsection 
8514(1), 


(ii) at any time that the plan is subject to the 
Pension Benefits Standards Act, 1985 or a 
similar law of a province, an investment that 
is not permitted at that time under such laws 
as apply to the plan,-or 


(i11) at any time other than a time referred to in 
subparagraph (ii), an investment that would 
not be permitted were the plan subject to the 
Pension Benefits Standards Act, 1985; 


(i) borrowing — a trustee or other person who 
holds property in connection with the plan does 
not borrow money for the purposes of the plan, 
except where 


(i) the borrowing is for a term not exceeding 
90 days, 


(11) the borrowing is not part of a series of 
loans or other transactions and repayments, 
and 

(iii) none of the property that is held in con- 
nection with the plan is used as security for 
the borrowed money (except where the bor- 
rowing is necessary to provide funds for the 
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current payment of benefits or the purchase of | 


annuities. under the plan without resort to a 
distressed sale of the property.that is held in 
connection with the plan), 


or where 


(iv) the money is borrowed for the purpose of 
acquiring real property that may reasonably be 
considered to be acquired for the purpose of 
producing income from property, 


(v) the aggregate of all amounts borrowed for 
the purpose of acquiring the property and any 
indebtedness incurred as a consequence of the 
acquisition of the property does not exceed 
the cost to the person of the property, and 


(vi) none of the property that is held in con- 
nection with the plan, other than the real prop- 
erty, is used as security for the borrowed 
money; | i JEU 
Gj) determination of amounts — except as 
otherwise provided in this Part, each amount that 
is determined in connection with the plan is de- 
termined, where the amount is based on assump- 
tions, using such reasonable assumptions as are 
acceptable to the Minister, and, where actuarial 
principles are applicable to the determination, in 
accordance, with generally accepted, actuarial 
principles; 
(k) transfer of property between provi- 
sions — property that is.held in connection with 
a benefit provision of the plan is not made availa- 
ble to pay benefits under another benefit provi- 
sion of the plan (including another benefit provi- 
sion that replaces the first benefit provision), 
except where the transaction by which the prop- 
erty is made so available is such that if the benefit 
provisions were in separate registered pension 
plans, the transaction would constitute a transfer 
of property from one plan to the other in accor- 
dance with any of subsections 147.3(1) to (4.1), 
/ (6) and (8) of the Act; 
History: Para. 8502(k) amended by P.C. 1995-17, subsec. 10(3), 


January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable’ with respect to transactions occurring after 1990. 


(1) appropriate pension adjustments — the | 


plan terms are not such that an amount that is de- 
termined under Part LXXXIII in respect of the 
plan would be inappropriate having regard to the 
provisions of that Part read as a whole and the 
purposes for which the amount is determined; 
and 


(m) participants in GSRAs — no individual 
who, at any time after 1993, is entitled, either ab- 
solutely or contingently, to benefits under the 
plan by reason of employment with an employer 
with whom the individual is connected is entitled 
at that time, either absolutely or contingently, to 
benefits under a government-sponsored retire- 
ment arrangement (as defined in subsection 


Reg. $503(1) 


8308.4(1)). 


History: Para. 8502(m) added by P.C. 1996-911, s..15, June 20, 
1996 Canada Gazette, Part II, July 10, 1996, applicable after 1993. 


8503. Defined benefit provisions —(1) Net 
contribution accounts — In this section and sub- 
section 8517(2), the net contribution account of a 
member of a pension plan in relation to a defined 
benefit provision of the plan is an account that is 


(a), credited with 
(i) the amount of each contribution that is 


made by the member to the plan in respect of 
the provision, 


(ii) each ‘amount that is transferred on behalf 
of the member’ to the plan in respect: of the 
provision in accordance with any of subsec- 
tions 146(16), 147(19) and 147.3(2) and (5) to 
(7) of the Act, 


(iii) such portion of each amount that is trans- 
ferred to the plan in respect of the provision in 
accordance with subsection 147.3(3) of the 

_ Act as:may reasonably be considered to derive 
from contributions that are made by the mem- 
ber to a registered pension plan or interest 
(computed at a reasonable rate) in respect of 
such contributions, 


(iv) the amount of any property that was held 
in connection with another benefit provision 
of the plan and that has been made available 
to provide benefits under the provision, to the 
extent that if the provisions were in separate 
registered pension plans, the amount would be 
included in the member’s net contribution ac- 
count by reason of subparagraph (ii) or (iii), 
and | 

(v) interest (computed at a reasonable rate de- 
termined by the plan administrator) in respect 
of each period throughout which the account 
has a positive balance; and 


(b) charged with 


(i) each amount that is paid under the provi- 
sion with respect to. the member, otherwise 
than in respect of an actuarial surplus under 
the provision, 


(ii) the amount of any property that is held in 
connection with the provision (other than 
property that is in respect of an actuarial sur- 
plus under the provision) and. that is made 
available to provide benefits with respect to 
the. member under another benefit provision of 
the plan, and 


(iii) interest (computed at a reasonable rate 
determined by the plan administrator) in re- 
spect of each period throughout which the ac- 
count has.a negative balance. 


History: Subparas. 8503(1)(b)(i) and (ii) amended by P.C. 1995- 
17, subsec. 11(1), January 11, 1995, Canada Gazette, Part I, Janu- 
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ary 25, 1995, applicable after 1988. 


(2) Permissible benefits — For the purposes of 
paragraph 8502(c), the following benefits may, sub- 
ject to the conditions set out in respect of each bene- 
fit, be provided under a defined benefit provision of 
a pension plan: 
(a) lifetime retirement benefits — lifetime 
retirement benefits provided to a member where 
the benefits are payable in equal periodic 
amounts, or are not so payable only by reason 
that 


(1) the benefits payable to a member after the 
death of the member’s spouse are less than the 
benefits that would be payable to the member 
were the member’s spouse alive, 

(11) the plan provides for periodic cost-of-liv- 
ing adjustments to be made to the benefits, 
where the adjustments 


(A) are determined in such a manner that 
they do not exceed cost-of-living adjust- 
ments warranted by increases in the Con- 
sumer Price Index after the benefits com- 
mence to be paid, 


(B) consist of periodic increases at a rate 
not exceeding 4 per cent per annum after 
the time the benefits commence to be paid, 


(C) are based on the rates of return on a 
specified pool of assets after the benefits 
commence to be paid, or 


(D) consist of any combination of adjust- 
ments described in clauses (A) to (C), 


and, in the case of adjustments described in 
clauses (C) and (D), the present value (at the 
time the member’s benefits commence ‘to be 
paid) of additional benefits that can reasona- 
bly be expected to be paid as a consequence 
of the adjustments does not exceed the greater 
of 


(E) the present value (at the time the mem- 
ber’s benefits commence to be paid) of ad- 
ditional benefits that could reasonably be 
expected to be paid as a consequence of 
adjustments warranted by increases in the 
Consumer Price Index after the member’s 
benefits commence to be paid, and 


(F) the present value (at the time the mem- 
ber’s benefits commence to be paid) of ad- 
ditional benefits that would be paid as a 
consequence of adjustments at a fixed rate 
of 4 per cent per annum after the time the 
member’s benefits commence to be paid, 
or 


(ii1) where the plan does not provide for peri- 
odic cost-of-living adjustments to be made to 
the benefits, or provides only for such adjust- 
ments as are described in clause (1i1)(A) or (B), 
the plan provides for cost-of-living adjust- 
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ments to be made to the benefits from time to 
time at the discretion of any person, where the 
adjustments, together with periodic cost-of- 
living adjustments, if any, are warranted by 
increases in the Consumer Price Index after 
the benefits commence to be paid; 


(b) bridging benefits — bridging benefits pro- 
vided to a member where 


(i) the bridging benefits are payable for a pe- 
riod beginning no earlier than the time life- 
time retirement benefits commence to be paid 
under the provision to the member and ending 
no later than the end of the month immedi- 
ately following the month in which the mem- 
ber attains 65 years of age, and 


(ii) the amount of the bridging benefits paya- 
ble for a particular month does not exceed the 
amount that is determined for that month by 
the formula 


D 
Gh ECT O02 BI OE Beitr 


where 


A is the amount (or a reasonable estimate 
thereof) of public pension benefits that 
would be payable to the member for the 
month in which the bridging benefits com- 
mence to be paid to the member if 


(A) the member were 65 years of age 
throughout that month, 


(B) that month were the first month for 
which public pension benefits were 
payable to the member, 


(C), the member were entitled to. the 
maximum amount of benefits payable 
under the Old Age Security Act, and 


(D) the member were entitled to that 
proportion, not exceeding 1, of the 
maximum benefits payable under the 
Canada Pension Plan (or a provincial 
plan as defined in section 3 of the Can- 
ada Pension Plan) that the total of the 
member’s remuneration for the 3 calen- 
dar years in which the remuneration is 
the highest is of the total of the Year’s 
Maximum Pensionable Earnings for 
those 3 years (or such other proportion 
of remuneration to Year’s Maximum 
Pensionable Earnings as is acceptable 
to the Minister), 


(A) except where clause (B) is applica- 
ble, the number of months, if any, from 
the date on which the bridging benefits 
commence to be paid to the member to 
the date on which the member attains 
60 years of age, and 
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(B) where the member is totally and 
permanently disabled at the time the 
bridging benefits commence to be paid 
to the member and the member was 
not, at any time after 1990, connected 
with an employer who has participated 
in the plan, nil, 

C_ is the greatest of all amounts each of which 
is the ratio of the Consumer Price Index 
for a month not before the month in which 
the bridging benefits commence to be paid 
to the member and not after the particular 
month, to the Consumer Price Index for 
the month in which the bridging benefits 
commence to be paid to the member, and 

Dis | 

(A) except where clause (B) is applica- 
ble, the lesser of 10 and 


(I) where the member was not, at 
any time after 1990, connected with 
an employer who has participated in 
the plan, the aggregate of all 
amounts each of which.is the dura- 
tion (measured in years, including 
any fraction of a year) of a period 
that is pensionable service of the 
member under the provision, and 


(II) in any other case, the aggregate 
that would be determined under 
subclause (I) if the duration of each 
period were multiplied by a fraction 
(not greater than 1) that measures 
the services rendered by the mem- 
ber throughout the period to em- 
ployers who participate in the plan 
as a proportion of the services that 
would have been rendered by the 
member throughout the period to 
such employers had the member 
rendered services on a full-time ba- 
sis, and 
(B) where the member is totally and 
permanently disabled at the time at 
which the bridging benefits commence 
to be paid to the member and the mem- 
ber was not, at any time after 1990, 
connected with an employer who has 
participated in the plan, 10; 
(c) guarantee period — retirement benefits (in 
this paragraph referred to as “continued retire- 
ment benefits’) provided to one or more benefi- 
ciaries of a member who dies after retirement 
benefits under the provision commence to be paid 
to the member where 


(i) the continued retirement benefits are paya- 
ble for a period beginning after the death of 
the member and ending 


(A) if retirement benefits permissible 
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under paragraph (d) are provided under the 
provision to a spouse or former spouse of 
the member, no later than 5 years, and 


(B) im. any. other case, no later than 15 
years 


after the day on which retirement benefits 
commence to be’ paid under the provision to 
the member, and 


(ii) the aggregate amount of continued retire- 
ment benefits payable under the provision for 
each month does not exceed the amount of re- 
tirement benefits that would have been paya- 
ble under the provision for the month to the 
member .if the member were alive; 


(d) post-retirement survivor benefits — re- 
tirement benefits (in this paragraph referred to as 
“survivor retirement benefits”) provided to one or 
more beneficiaries of a member who dies after re- 
tirement benefits under the provision commence 
to be paid to the member where 


(i) each beneficiary is a spouse, former spouse 
or dependant of the member at the time of the 
member’s death, 


(ii) the survivor retirement benefits provided 
to a spouse or former.spouse are payable for a 
period beginning after the death of the mem- 
ber and ending with the death of the spouse or 
former spouse, 


(iii) the survivor retirement benefits provided 
to.a dependant are payable for a period begin- 
ning after the death of the member and ending 
no later than at the end of the dependant’s eli- 
gible. survivor benefit period, 


(iv) the amount of survivor retirement benefits 
payable for each month to a beneficiary does 
not exceed 667/3 per cent of the amount of re- 
tirement benefits that would have been paya- 
ble under the provision for the month to the 
member if the member were alive, and 


(v) the aggregate amount of survivor retire- 
ment benefits and other retirement benefits 
payable under the provision for each month to 
beneficiaries of the member does not exceed 
the amount of retirement benefits that would 
have been payable under the provision for the 
month to the member if the member were 
alive; 
(e) pre-retirement survivor benefits — re- 
tirement benefits (in this paragraph referred to as 
“survivor retirement benefits”) provided to one or 
more beneficiaries of a member who dies before 
retirement benefits. under the provision com- 
mence. to be paid to the member where 


(i), no other benefits (other than benefits per- 
missible under paragraphs (g), (j) and (n)) are 
payable as a consequence of the member’s 
death, 


Reg. 8503(2)(e)(ii) 


(ii) each beneficiary is a spouse, former 
spouse or dependant of the member at the 
time of the member’s death, 


(iii) the survivor retirement benefits provided 
to a spouse or former spouse are payable for a 
period beginning after the death of the mem- 
ber and ending with the death of the spouse or 
former spouse, 


(iv) the survivor retirement benefits provided 
to a dependant are payable for a period begin- 
ning after the death of the member and ending 
no later than at the end of the dependant’s eli- 
gible survivor benefit period, 


(v) the amount of survivor retirement benefits 
payable for a month to a beneficiary does not 
exceed 667/3 per cent of the amount that is de- 
termined in respect of the month by the 
formula set out in subparagraph (vi), and 


(vi) the aggregate amount of survivor retire- 
ment benefits payable under the provision for 
a particular month to beneficiaries of the 
member does not exceed the amount that is 
determined for the particular month by the 
formula 


(A + B) 
12 


a4 


where 


A is the amount (expressed on an annualized 
basis) of lifetime retirement benefits that 
accrued under the provision to the member 
as of the member’s day of death, deter- 
mined without any reduction computed by 
reference to the member’s age, duration of 
service, or both, and without any other 
similar reduction, 


B is, in the case of a member who attains 65 
years of age before the member’s death or 
who was, at any time after 1990, con- 
nected with an employer who has partici- 
pated in the plan, nil, and, otherwise, the 
amount, if any, by which the lesser of 


(A) the amount (expressed on an annu- 
alized basis) of lifetime retirement ben- 
efits that could reasonably be expected 
to have accrued to the member to the 
day on which the member would have 
attained 65 years of age if the member 
had survived to that day and continued 
in employment and if the member’s 
rate of remuneration had not increased 
after the member’s day of death, and 


(B) the amount, if any, by which */ of 
the Year’s Maximum Pensionable 
Earnings for the calendar year in which 
the member dies exceeds such amount 
as is required by the Minister to be de- 
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termined in respect of benefits pro- 
vided, as a consequence of the death of 
the member, under other benefit provi- 
sions of the plan and under benefit pro- 
visions of other registered pension 
plans 


exceeds the amount determined for A, and 


C is the greatest of all amounts each of which 
is the ratio of the Consumer Price Index 
for a month not before the month in which 
the member dies and not after the particu- 
lar month, to the Consumer Price Index for 
the month in which the member dies; 


(f) pre-retirement survivor benefits — 
alternative rule — retirement benefits (in this 
paragraph referred to as “surviving spouse bene- 
fits’) provided to a beneficiary of a member who 
dies before retirement benefits under the defined 
benefit provision commence to be paid to the 
member where 


(i) no other benefits (other than benefits that 
are permissible under paragraphs (g), (j) and 
(n)) are payable as a consequence of the mem- 
ber’s death, 


(11) the beneficiary is a spouse or former 
spouse of the member, 


(111) the surviving spouse benefits are payable 
for a period beginning not later than the later 
of 


(A) the day that is one year after the day of 
death of the member, and 


(B) the end of the calendar year in which 
the beneficiary attains 71 years of age 
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and ending with the death of the beneficiary, 


(iv) the surviving spouse benefits would be in 
accordance with paragraph (a) if the surviving 
Spouse were a member of the plan, and 


(v) the present value (at the time of the mem- 
ber’s death) of all benefits provided as a con- 
Sequence of the member’s death does not ex- 
ceed the present value (immediately before 
the member’s death) of all benefits that have 
accrued under the provision with respect to 
the member to the day of the member’s death; 


(g) pre-retirement survivor benefits — 
guarantee period — retirement benefits pro- 
vided to one or more individuals as a conse- 
quence of the death of a person who 


(i) is a beneficiary of a member’ who died 
before retirement benefits under the provision 
commenced to be paid to the member, 


(ii) was, at the time of the member’s death, a 
spouse or former spouse of the member, and 


(iii) dies after the member’s death, 


where the benefits would be in accordance with 
paragraph (c) if the person were a member of the 
plan; ! 

(h) lump-sum payments on termination — 
the payment, with respect to a member in connec- 
tion with the member’s termination from the plan 
(otherwise than by reason of death), of one or 
more single amounts where 


(i) the payments are the last payments to be 
made under the provision with respect to the 
member, 
(ii) if subparagraph (iii) is not applicable, each 
single amount does not exceed the balance in 
the member’s net contribution account imme- 
diately before the time of payment of the sin- 
gle amount, and 
(i1) if 
(A) the Minister has, pursuant to subsec- 
tion (5), waived the application of the con- 
ditions in paragraph (4)(a) in respect of the 
provision, or 
(B) the member’s contributions under the 
provision for each calendar year after 1990 
would have been in accordance with para- 
graph (4)(a) if the reference in clause 
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(i)(B) thereof to “70 per cent” were read as 
a reference to “50 per cent’, 


each single amount does not exceed the 
amount that would be the balance in the mem- 
ber’s net contribution account immediately 
before the time of payment of the single 
amount if, for each current service contribu- 
tion made by the member under the provision, 
the account were credited with an additional 
amount equal to the amount of the contribu- 
tion (other than the portion thereof, if any, 
paid in respect of one or more periods that 
were not periods of regular employment and 
that would not have been required to be paid 
by the member if the periods were periods of 
regular employment); 


(i) payment of commuted value of benefits 
on death before retirement — the payment 
of one or more single amounts to one or more 
beneficiaries of a member who dies before retire- 
ment benefits under the provision commence to 
be paid to the member where 


(i) no retirement benefits are payable asa con- 
sequence of the member’s death, and 


(ii) the aggregate of all amounts, each of 
which is such a single amount (other than the 
portion thereof, if any, that can reasonably be 
considered to be interest, computed at a rate 
not exceeding a reasonable rate, in respect of 
the period from the day of death of the mem- 
ber to the day the single amount is paid), does 
not exceed the present value, immediately 
before the death of the member, of all benefits 
that have accrued under the provision with re- 
spect to the member to the day of the mem- 
ber’s death; 

G) lump sum payments on death — the pay- 

ment of one or more single amounts after the 

death of a member where 


(i) the payments are the last payments to be 
made under the provision with respect to the 
member, 


(ii) if the member dies before retirement bene- 
fits under the provision commence to be paid 
to the member and no retirement benefits are 
payable as a consequence of the member’s 
death, the aggregate amount to be paid at any 
time complies with whichever of the condi- 
tions in subparagraphs (h)(ii) and (iii) would 
be applicable if the single amounts were paid 
in connection with the member’s termination 
from the plan otherwise than’ by reason of 
death, and 

(iii) if subparagraph (ii) is not applicable, the 
aggregate amount to be paid at any time does 
not exceed the balance, immediately before 
that time, in the member’s net contribution ac- 
count in relation to the provision; 
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(k) additional post-retirement death bene- 
fits — retirement benefits (in this paragraph re- 
ferred to as “additional death benefits’) payable 
after the death of a member who dies after retire- 
ment benefits under the provision commence to 
be paid to the member where the additional death 
benefits are 


(i) retirement benefits. provided to a spouse or 
former spouse of the member that are in ex- 
cess of the benefits that are permissible under 
paragraph (d), but that would be permissible 
under that paragraph if the reference in sub- 
paragraph (iv) thereof to ““667/3 per cent” were 
read as a reference to “100 per cent’, 


(ii) retirement benefits provided to one or 
more beneficiaries of the member that are in 
excess of the benefits that are permissible 
under paragraph (c), but that would be permis- 
sible under that paragraph if it were read with- 
out reference to clause (i)(A) thereof, or 


(iii) a combination of retirement benefits de- 
scribed in subparagraphs (1) and (11), 


and where 


(iv) the additional death benefits are provided 
in lieu of a proportion of the lifetime retire- 
ment benefits that would otherwise be payable 
under the provision to the member, and 


(v) the present value (at the time retirement 
benefits under the provision commence to be 
paid to the member) of all benefits provided 
under the provision with respect to the mem- 
ber does not exceed the present value (at that 
time) of the benefits that would be so pro- 
vided if 
(A) the amount of the member’s. lifetime 
retirement benefits were determined with- 
out any reduction dependent on the bene- 
fits payable after the death of the member 
or on circumstances that are relevant in de- 
termining such death benefits, and 


(B) the maximum amount of retirement 
benefits that are permissible under para- 
graph (d) were payable to the member’s 
spouse or former spouse after the death of 
the member; 
(1) additional bridging benefits — bridging 
benefits in excess of bridging benefits that are 
permissible under paragraph (b) (referred to in 
this paragraph as “additional bridging benefits”) 
provided to a member where 
(i) the additional bridging benefits would be 
permissible under paragraph (b) if the formula 
set out in subparagraph (11) thereof were re- 
placed by the formula “A x C’’, 
(11) the additional bridging benefits are pro- 
vided in lieu of a proportion of the lifetime re- 
tirement benefits that would otherwise be pay- 
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able under the provision to the member and 
any benefits related thereto payable after the 
death of the member, and 


(iii) the present value (at the time retirement 
benefits under the provision commence to be 
paid to the member) of all benefits provided 
under the provision with respect to the mem- 
ber does not exceed the present value (at that 
time) of the benefits that would be so pro- 
vided if the additional bridging benefits were 
not provided; 


(m) commutation of benefits — the payment 
with respect to a member of a single amount in 
full or partial satisfaction of the member’s entitle- 
ment to other benefits under the provision, where 
the single amount does not exceed the present 
value (at the time the single amount is paid) of 


(i) the other benefits that, as a consequence of 
the payment, cease to be provided, and 


(ii) benefits, other than benefits referred to in 
subparagraph (i), that it is reasonable to con- 
sider would cease to be provided as a conse- 
quence of the payment if 


(A) where retirement’ benefits have not 
commenced to be paid under the provision 
to the member at the time the single 
amount.is paid, the plan.provided for the 
retirement benefits that accrued to the 
member under the provision to be adjusted 
to reflect the increase in a general measure 
of wages and salaries from that time to the 
day on which the benefits commence to be 
paid, and 


(B) the plan provided for periodic cost-of- 
living adjustments to be made to the retire- 
ment benefits payable under the provision 
to the member to reflect increases in the 
Consumer Price Index after the retirement 
benefits commence to be paid (other than 
increases before the time the single amount 
is paid); and 
(n) the payment, with respect to an individual af- 
ter the death of a member, of a single amount in 
full or partial satisfaction of the individual’s enti- 
tlement to other benefits under the provision, 
where 


(i) the individual is a beneficiary of the 
member, 


(11) the single amount does not exceed the pre- 
sent value (at the time the single amount is 
paid) of the other benefits that, as a conse- 
quence of the payment, cease to be provided, 
and 


(iii) if the other benefits in respect of which 
the single amount is paid include benefits de- 
scribed in paragraph (e) and the beneficiary 
was a spouse or former spouse of the member 
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at the time of the member’s death, the single 
amount is not transferred from the plan di- 
rectly to another registered pension plan, a 
registered retirement savings plan or a regis- 
tered retirement income fund except with the 
approval of the Minister. 

History: Subpara. 8503(2)(n)(iii) amended by P.C: 1995-17, sub- 

sec. 11(2), January 11, 1995, Canada Gazette; Part I, January 25, 

1995, applicable with respect to payments made after April 5, 1994. 


(3) Conditions applicable to benefits — For 
the purposes of subsection 8501(2),and subparagraph 
8502(c)(i), the following conditions are applicable 
with respect to the benefits provided. under each de- 
fined benefit provision of a pension plan: 


(a) eligible service — the only lifetime retire- 
ment benefits provided under the provision to a 
member (other than additional lifetime retirement 
benefits provided to a member because the mem- 
ber is totally and permanently disabled at the time 
the member’s retirement benefits commence to 
be paid) are lifetime retirement benefits provided 
in respect of one or more of the following peri- 
ods, namely, 


(i) a period throughout which the member is 
employed in Canada by, and receives remu- 
neration from, an employer who participates 
in the plan, 


(ii) a period throughout which the member 
was employed in Canada by, and received re- 
muneration from, a predecessor employer to 
an employer who participates in the plan, 


(ili) an eligible period of temporary absence 
of the member with respect to an employer 
who participates in the plan or a predecessor 
employer to such an employer, 


(iv).a period of disability of the member sub- 
sequent to a period described in subparagraph 
(i) where, throughout such part of the period 
of disability as is after 1990, the member is 
not connected with an employer who partici- 
pates in the plan, 


(v) a period in respect of which 


(A) benefits that are attributable to em- 
ployment of the member with a former 
employer accrued to the member under a 
defined benefit provision of another regis- 
tered pension plan, or 


(B) contributions were made by or on be- 
half of the member under a money 
purchase provision of another registered 
pension plan, . 


where the member has ceased to be a member 
of that other plan, 


(vi) a period throughout which the member 
was employed in Canada by a former em- 
ployer where the period was an eligibility pe- 
riod for the participation of the member in an- 
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other registered pension plan, and’ 


(vii) a period acceptable to the Minister 
throughout which the member is employed 
outside Canada; 


(b) benefit accruals after pension com- 
mencement — benefits are not provided under 
the provision (in this paragraph referred to as the 
“particular provision”) to a member in respect of 
a period that is after the day on which retirement 
benefits commence to be paid to the member 
under a defined benefit provision of 


(i) the plan, or 
(ii) any other registered pension plan if 
(A) an employer who. participated under 


the particular provision for the benefit of 
the member, or 


(B) an employer who does not deal at 
arm’s length with an employer referred to 
in clause (A) ! 


has participated under the defined benefit pro- 
vision of the other plan for the benefit of the 
member; 


(c) early retirement — where lifetime retire- 
ment benefits commence to be paid under the 
provision to a member at any time before 


(i) in the case of a member whose benefits are 
provided in respect of employment in a public 
safety occupation, the earliest of 


(A) the day on which the member attains 
55 years of age, 


(B) the day on which the member has 25 
years of early retirement eligibility service 
in relation to the provision, 


(C) the day on which the aggregate of the 
member’s age (measured in years, includ- 
ing any fraction of a year) and years of 
early retirement eligibility service in rela- 
tion to the provision is equal to 75, and 


(D) if the member was not, at any time af- 
ter 1990, connected with any employer 
who has participated in the plan, the day 
on which the member becomes totally and 
permanently disabled, and 


(ii) in any other case, the earliest of 


(A) the day on which the member attains 
60 years of age, 


(B) the day‘on which the member has 30 
years of early retirement eligibility service 
in relation to the provision, 


(C) the day on which the aggregate of the 
member’s age (measured in years, includ- 
ing any fraction of a year) and years of 
early retirement eligibility service in rela- 
tion to the provision, is equal to 80, and 


(D) if the member was not, at any time af- 
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ter 1990, connected with any employer 
who has participated in the plan, the day 
on which the member becomes totally and 
permanently disabled, 


the amount (expressed on an annualized basis) of 
lifetime retirement benefits payable to the mem- 
ber for each calendar year does not exceed the 
amount determined for the year by the formula 


x KARE CUL x VY) 
where 


X is the amount (expressed on an annualized ba- 
sis) of lifetime retirement benefits that would 
be payable to the member for the year if the 
benefits were determined without a reduction 
computed by reference to the member’s age, 
duration of service, or both, and without any 
other similar reduction, and 


Y is the number of months in the period from 
the day on which lifetime retirement benefits 
commence to be paid to the member to the 
earliest of the days that would, be determined 
under clauses (i)(A) to (C) or (ii)(A) to (C), as 
the case may be, if the member continued in 
employment with an employer who partici- 
pates in the plan, 

and, for the purposes of this paragraph, 

(iii) “early retirement eligibility service” of a 
member in relation to a defined benefit provi- 


sion of a pension plan means one or more pe- 
riods each of which is 


(A) a period that is pensionable service of 
the member under the provision, or 


(B) a period throughout which the member 
was employed by an employer who has 
participated in the plan or by a predecessor 
employer to such an employer, and 
(iv) “years of early retirement eligibility ser- 
vice” of a member in relation to a defined 
benefit provision of a pension plan means the 
aggregate of all amounts each of which is the 
duration (measured in years, including any 
fraction of a year) of a period that is early re- 
tirement eligibility service of the member in 
relation to the provision; 


(d) increased benefits for disabled mem- 
ber — where the amount of lifetime retirement 
benefits provided under the provision to a mem- 
ber depends on whether the member is physically 
or mentally impaired at the time (in this para- 
graph referred to as the “time of commence- 
ment’) at which retirement benefits under the 
provision commence to be paid to the member, 


(i) the amount of lifetime retirement benefits 
payable if the member 


(A) is not totally and permanently disabled 
at the time of commencement, or 


2422 


Income Tax Regulations 


(B) is totally and permanently disabled at 
the time of commencement and was, at any 
time after 1990, connected, with an em- 
ployer who has participated in the plan 


satisfies the limit that would be determined by 
the formula set out in paragraph (c) if the 
member were not impaired at the time of com- 
mencement, and 


(ii) the amount of lifetime retirement benefits 
payable for a particular month to the member 
if subparagraph (i) is not applicable does not 
exceed the amount that is determined for the 
particular month by the formula 


(A +B) 
12 


iE 


where 


A is the amount (expressed on an annualized 


basis) of lifetime retirement benefits. that 
have accrued under the provision to. the 
member to the time of commencement, de- 
termined as if the member were not im- 
paired at the time of commencement and 
without any reduction computed by refer- 
ence to the member’s age, duration of ser- 
vice, or both, and without any other similar 
reduction, 


Bis, in the case of a member who attains 65 
years of age before the time of commence- 
ment, nil, and, otherwise, the amount, if 
any, by which the lesser of 


(A) the amount (expressed on an annu- 
alized basis) of lifetime retirement ben- 
efits that could reasonably be expected 
to have accrued to the member to the 
day on which the member would have 
attained 65 years of age if the member 
had survived to that day and continued 
in employment and if the member’s 
rate of remuneration had not increased 
after the time of commencement, and 


(B) the amount, if any, by which the 
Year’s Maximum Pensionable Earnings 
for the calendar year that includes the 
time of commencement exceeds such 
amount as is required by the Minister to 
be determined in respect of benefits 
provided to the member under other 
benefit provisions of the plan and under 
benefit provisions of other registered 
pension plans 


exceeds the amount determined for A, and 


Cis the greatest of all amounts each of which 
is the ratio of the Consumer Price Index 
for a month not before the month that in- 
cludes the time of commencement and not 
after the particular month, to the Consumer 
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Price Index for the-month that includes the 
time of commencement; 


(¢) pre-1991 benefits — all benefits provided 
under the provision in respect of periods before 
1991 are acceptable to the Minister and, for the 
purposes of this condition, any benefits in respect 
of periods before 1991 that become provided af- 
ter 1988 with respect to a member who is con- 
nected with an employer who participates in the 
plan or was so connected at any time before the 
benefits become provided shall, unless the Minis- 
ter is notified in writing that the benefits are pro- 
vided with respect to the member, be deemed to 
be unacceptable to the Minister; 


(f) determination of retirement benefits — 
the amount of retirement benefits provided under 
the provision to a member is determined in such a 
manner that the member’s pension credit (as de- 
termined under Part LXXXIII) under the provi- 
sion for a calendar year with respect to an em- 
ployer is determinable at the end of the year; 


(g) benefit accrual rate — where the amount 
of lifetime retirement benefits provided under the 
provision to a member is determined, in part, by 
multiplying the member’s remuneration (or a 
function of the member’s remuneration) by an 
annual benefit accrual rate, or in a manner that is 
equivalent to such a multiplication, the benefit 
accrual rate or the equivalent benefit accrual rate, 
as the case may be, does not exceed 2 per cent; 


(h) increase in accrued benefits — where 


the amount of lifetime retirement benefits pro- 
vided to a member in respect of a calendar year 
depends on 


(i) the member’s remuneration in subsequent 
years, or 


(ii) the average wage (or other general mea- 
sure of wages and salaries) for subsequent 
years, 


and this condition has not been waived by the 
Minister, the formula for determining the amount 
of lifetime retirement benefits is such that 


(ili) the percentage increase from year to year 
in the amount of lifetime retirement benefits 
that accrued to the member in respect of the 
year can reasonably be expected to approxi- 
mate or be less than the percentage increase 
from year to year in the member’s remunera- 
tion or in the average wage (or other general 
measure of wages and salaries), as the case 
may be, or, 

(iv) the condition in subparagraph (iii) is not 
satisfied only by reason that the formula can 
reasonably be considered to have been de- 
signed taking into account the public pension 
benefits payable to members, 


and, for the purposes of this condition; where in 
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determining the amount of lifetime retirement 
benefits provided under the provision to’a mem- 
ber there is deducted an amount described in sub- 
paragraph (j)(i), it shall be assumed that the 
amount so deducted is. nil; 


(i) where the amount of lifetime retirement bene- 
fits provided. to a member in respect of a calendar 
year depends on the member’s remuneration in 
other years, the formula for determining the 
amount of the lifetime retirement benefits is such 
that any increase in the amount of lifetime retire- 
ment benefits that accrued to the member in re- 
spect of the year that is attributable to increased 
remuneration is primarily attributable to an in- 
crease in the rate of the member’s remuneration; 


(j) Offset benefits — where 


(i) in determining the amount of lifetime re- 
tirement benefits provided under the provision 
‘to a member there is deducted 


(A) the amount of lifetime retirement ben- 
efits provided to the member under a bene- 
fit provision of a registered pension plan, 
or 


(B) the amount of a lifetime annuity that is 
provided to the member under a deferred 
profit sharing plan, and 


(li) a single amount is paid in full or partial 
Satisfaction of the member’s entitlement to 
benefits under the benefit provision referred to 
in clause (i)(A) or the deferred profit sharing 
plan referred to in clause (i)(B), 


the amount that is so deducted in determining the 
amount of the member’s lifetime retirement bene- 
fits under the defined benefit provision includes 
the amount of lifetime retirement benefits or life- 
time annuity that may reasonably be considered 
to have been forgone as a consequence of the 
payment of. the single amount; 

(k) bridging benefits — cross-plan restric- 
tion — bridging benefits are not paid°under the 
provision to a member who receives. bridging 
benefits under another defined benefit provision 


of the plan (in this paragraph referred to as the 


“particular plan”) or under a defined benefit pro- 
vision of another registered pension plan, except 
that this condition is not applicable where it is 
waived by the Minister or where 


(i) bridging benefits are paid to the member 
under only one defined benefit provision of 
the particular plan, 

(ii) the decision to provide bridging benefits 
under the particular plan to the: member was 
not made by the member, by persons with 
whom, the member does not deal at arm’s 
length or by the. member and such persons, 
and 


(iti) each employer who has participated in 


Reg. 8503(3)(k)(iii) Income Tax Regulations 


any registered pension plan (other than the 
particular plan) under a defined. benefit provi- 
sion of which the member receives bridging 
benefits 


(A) has not participated in the particular 
plan, and 


(B) has always dealt at arm’s length with 
each employer who has participated in the 
particular plan, 


and, for the purposes of this paragraph, bridging 
benefits do not include benefits that are provided 
on a basis no more favourable than an actuarially 
equivalent basis in lieu of lifetime retirement 
benefits and related death benefits; and 


(1) division of benefits on marriage break- 
down — where, by reason of a provision of a 
law described in subparagraph 8501(5)(b)(ii), a 
spouse or former spouse of a member becomes 
entitled to receive all or a portion of the benefits 
that would otherwise be payable under the de- 
fined benefit provision to the member, and para- 
graph 8501(5)(d) is applicable with respect to the 
benefits, 


(i) the present value of. benefits provided 
under the provision with respect to the mem- 
ber (including, for greater certainty, benefits 
provided with respect to the spouse or former 
spouse) is not increased as a consequence of 
the spouse or former spouse becoming so enti- 
tled to benefits, and 


(ii) the benefits provided under the provision 
to the member are not, at any time, adjusted to 
replace, in whole or in part, the portion of the 
member’s benefits to which the spouse or for- 
mer spouse has become entitled. 


(4) Additional conditions — For the purposes of 
section 8501, the following conditions are applicable 
in respect of each defined benefit provision of a pen- 
sion plan: 


(a) member contributions — where members 
are required or permitted to make contributions 
under the provision, 


(1) the aggregate amount of current service 
contributions to be made by a member in re- 
spect of a calendar year after 1990, no part of 
which is a period of disability or an eligible 
period of reduced pay or temporary absence 
of the member, does not exceed the lesser of 


(A) 9 per cent of the aggregate of all 
amounts each of which is the member’s 
compensation for the year from an em- 
ployer who participates in the plan in the 
year for the benefit of the member, and 

(B) the aggregate of $1,000 and 70 per 
cent of the aggregate of all amounts each 
of which is the amount that would be the 
member’s pension credit (as determined 
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under Part LXXXIII). for the year under 
the provision with respect. to an employer 
if section 8302 were read without refer- 
ence to paragraphs (2)(b) and (3)(g) 
thereof, 
(ii) the method for determining current service 
contributions to be made.by a member in re- 
spect of a calendar year that includes a period 
of disability or an eligible period of reduced 
pay or temporary absence of the member (re- 
ferred to in this subparagraph as a “period of 
reduced services”) is consistent with that used 
for determining contributions in respect of 
years described in subparagraph (i), except 
that the member may be permitted or required 
to make, in respect of a period of reduced ser- 
vices, current service contributions not ex- 
ceeding the amount reasonably necessary to 
fund the member’s benefits in respect of the 
period of reduced services, and 


(iii) the aggregate amount. of contributions to 
be made by a member in connection with ben- 
efits that, as a consequence of a transaction, 
event or circumstance occurring at a particular 
time, become provided under the provision in 
respect of periods before that time does not 
exceed the amount reasonably necessary to 
fund such benefits; 


(b) pre-payment of member. contribu- 
tions — the contributions that are made under 
the provision by a member in respect of a calen- 
dar year are not paid before the year; 


(c) reduction in benefits and return of con- 
tributions — where the plan is not established 
by an enactment of Canada or a province, it in- 
cludes a stipulation that permits, for the purpose 
of avoiding revocation of the registration of the 
plan, 


(i) the plan to be amended at any time to re- 
duce the benefits provided under the provision 
with respect to a member, and 


(ii) a contribution that is made under the pro- 
vision by a member or an employer to be re- 
turned to the. person who made _ the 
contribution 


which stipulation may provide that an amend- 
ment to the plan, or a return of contributions, is 
subject to the approval of the authority adminis- 
tering the Pension Benefits Standards Act, 1985 
or a similar law of a province; 


(d) undue deferral of payment — each single 
amount that is payable after the death of a mem- 
ber is paid as soon as is practicable after the 
member’s death (or, in the case of a single 
amount permitted by reason of paragraph (2)(j), 
after all other benefits have been paid); 


(e) evidence of disability — where additional 
lifetime retirement benefits are provided under 
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the provision to:a member because the member is 
totally and permanently disabled, the additional 
“benefits are not paid before the plan administrator 
“has received: from: a» medical doctor who is li- 
‘censed to practise under the laws of.a province or 
of the place where the member resides a written 
Teport providing the information on the medical 
condition of the member taken into account by 
_ the administrator in determining that the member 
_ 1s totally and permanently disabled: and 
(f) where lifetime retirement. benefits are pro- 
vided under the provision to a member in respect 
of a period of disability of the member, the bene- 
fits, to the extent that they would not be in accor- 
dance with paragraph (3)(a), if that paragraph 
were read without reference to subparagraph (iy) 
thereof, are not paid before the plan administrator 
has. received from a medical doctor who is.li- 
censed to practise under the laws of a province or 
of the place where the member resides a written 
report providing the information on the medical 
condition’ ofthe member taken into account by 
the administrator in determining that the period is 
a period of disability. | 
History: Para. 8503(4)(c) amended by P.C..1995-17, subsec. 11(3), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 


Paras. 8503(4)(e) and (f) repealed and substituted by P.C. 1995-17, 
subsecs. 11(4) and (5), January 11, 1995, Canada Gazette, Part II; 
January 25, 1995. The repeal of former paras. (e) and (f) is applica- 
ble after 1988 and new paras. (e) and (f) are applicable with respect 
to benefits that commence to be paid after April 5, 1994. 


(5) Waiver of member contribution condi- 
tions — The Minister may waive the conditions in 
paragraph (4)(a) where member contributions under 
a defined benefit provision of a pension plan are de- 
termined in a manner acceptable to the Minister and 
it is reasonable to expect that, on a long-term basis, 
the aggregate of the regular current service contribu- 
tions made under the provision by all members will 
not exceed '/. of the amount that is required to fund 
the aggregate benefits in respect of which those con- 
tributions are made. 


(6) Pre-retirement death benefits — A pension 
plan may provide, in the case of a member who dies 
before retirement benefits under a defined benefit 
provision of the plan commence to be paid to the 
member but after becoming eligible to have retire- 
ment benefits commence. to be paid, benefits under 
the provision to the beneficiaries of the member 
where the benefits would be in accordance with sub- 
section (2) if retirement benefits under the provision 
had commenced. to. be. paid to the member immedi- 
ately before the member’s death. 


(7) Commutation of lifetime retirement bene- 
fits — Where a pension plan permits a member to 
receive a single amount in full or partial satisfaction 
of the member’s entitlement to lifetime retirement 
benefits under a defined benefit provision of the 
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: plan, the following rules apply:). 


(a) the condition in subparagraph (2)(b)(i) that 
the payment of bridging benefits under thé provi- 
sion not commence before lifetime retirement 
benefits commence to be paid under the provision 
to the member is not applicable where, before the 
member’s lifetime retirement benefits commence 
to be paid, a single amount is paid in full satisfac- 
tion of the member’s entitlement to the lifetime 
retirement benefits; and 


(b) such part of the member’s lifetime retirement 
benefits as remains payable after a single amount 
is paid in full satisfaction of the member’s entitle- 
ment to lifetime retirement benefits that would 
otherwise be payable after the member attains a 
particular age shall be deemed, for the: purposes 
of the conditions in this section, to be lifetime re- 
tirement benefits and not to be bridging benefits. 


(8) Suspension or cessation of pension — A 
pension plan may provide for 


(a) the suspension of payment of a member’s re- 
tirement benefits under a defined benefit provi- 
sion of the plan where 


(i) the retirement’ benefits payable to the mem- 
ber after the suspension are not altered by rea- 
son of the suspension, or 


(ii) subsection (9) is applicable in respect of 
the member’s retirement benefits: and 


(b) the cessation of payment of any additional 
benefits that are payable to a member under a de- 
fined benefit provision of the plan because of a 
physical or mental impairment of the member or 
the termination of the member’s employment 
under a downsizing program (within the meaning 
assigned by subsection 8505(1)). 

History: Para. 8503(8)(b) amended by P.C. 1995-17, subsec. 11(6), 


January 11, 1995, Canada Gazette, Part Il, January 25, 1995; appli- 
cable after 1988, . 


(9) Re-employed member — Subject to subsec- 
tion (10), where a pension plan provides, in the case 
of a member who becomes an employee of a partici- 
pating employer after the member’s retirement bene- 
fits under a defined’ benefit provision of the plan 
have commenced to be paid, that 


(a) payment of the member’s retirement benefits 
under the provision is suspended while the mem- 
ber is employed by a participating employer, and 
(b) the amount of retirement benefits payable to 
the member after the suspension is redetermined 


(i) to include benefits in respect of all or any 
part of the period throughout which payment 
of the member’s benefits was suspended, 


(i:1) where: the retirement benefits. payable 
under the provision to the member after the 
suspension are not adjusted by any cost-of-liv- 
ing or similar adjustments in respect of the pe- 
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riod throughout which payment of the mem- 
ber’s benefits was suspended, to take into 
account the member’s remuneration from the 
employer for the period throughout which 
payment of the benefits was suspended, 


(ii) where the member was totally and perma- 
nently disabled at the time the member’s re- 
tirement benefits commenced to be paid, to in- 
clude benefits in respect of all or a part of the 
period of disability of the member, 


(iii) where the amount of the member’s retire- 
ment benefits was previously determined with 
a reduction computed by reference to the 
member’s age, duration of service, or both, or 
with any other similar reduction, by redeter- 
mining the amount of the reduction, or 


(iv) where payment of the member’s retire- 
ment benefits resumes after the member at- 
tains 65 years of age, by applying an adjust- 
ment for the purpose of compensating, in 
whole or in part, for the payments forgone by 
the member after attaining 65 years of age, 


the following rules apply: 


(c) the condition in paragraph (3)(b) is not appli- 
cable in respect of benefits provided under the 
provision to the member in respect of a period 
throughout which payment of the member’s ben- 
efits is suspended, 


(d) where the member was totally and perma- 
nently disabled at the time the member’s retire- 
ment benefits commenced to be paid, the condi- 
tion in paragraph (3)(b) is not applicable in 
respect of benefits provided under. the provision 
to the member in respect of a period of disability 
of the member, 


(e) the conditions in paragraphs (2)(b) and (3)(c) 
and (d) and section 8504 are applicable in respect 
of benefits payable under the provision to the 
member after a suspension of the member’s re- 
tirement benefits as if the member’s retirement 
benefits had not previously commenced to be 
paid, and 


(f) for the purpose of paragraph 8502(c) as it ap- 
plies in respect of benefits provided under the 
provision on the death of the member during or 
after a period throughout which payment of the 
member’s benefits is suspended, subsections (2) 
and (6) are applicable as if the member’s retire- 
ment benefits had not commenced to be paid 
before the period. 

History: Subpara. 8503(9)(b)(i.1) added by P.C..1995-17, subsec. 

11(7), January 11, 1995, Canada Gazette, Part Il, January 25, 1995, 

applicable after 1988. 


(10) Re-employed member — special rules 
not applicable — Subsection (9) does not apply in 
respect of benefits provided under a defined benefit 
provision of a pension plan to a member unless the 


Income Tax Regulations 


terms of the plan that provide for the redetermination 
of the amount of the member’s retirement benefits 
do not apply where retirement benefits have, at any 
time, been paid under the provision to the member 
while the member was an employee of a participat- 
ing employer. 


(11) Re-employed member — anti-avoid- 
ance — Where a member of a registered pension 
plan has become an employee of a participating em- 
ployer after the member’s retirement benefits under 
a defined benefit provision of the plan have com- 
menced to be paid and it is reasonable to consider 
that one of the main reasons for the employment of 
the member is to enable the member to benefit from 
terms of the plan that provide for a redetermination 
of the amount of the member’s retirement benefits 
provided in respect of a period before the benefits 
commenced to be paid, the plan becomes a revocable 
plan at the time the payment of the member’s bene- 
fits resumes. 


(12) Limits dependent on Consumer Price In- 
dex — Benefits provided under a defined benefit 
provision of a pension plan that are benefits to which 
a condition in any of subparagraphs (2)(b)(ii) and 
(e)(v) and (vi) and (3)(d)(i1) is applicable shall be 
deemed to comply with the condition where they 
would so comply if the Consumer Price Index ratio 
computed as part of the formula that applies for the 
purpose of the condition were replaced by a substan- 
tially similar measure of the change in the Consumer 
Price Index. 


(13) Statutory plans — special rules — Not- 
withstanding subsection (3), 


(a) for the purposes of the condition in paragraph 
(3)(b) as it applies in respect of benefits provided 
under the pension plan established by the Public 
Service Superannuation Act, the reference to 
“any other registered pension plan” in subpara- 
graph (3)(b)(ii) does not include the pension 
plans established by the Canadian Forces Super- 
annuation Act and the Royal Canadian Mounted 
Police Superannuation Act; and 


(b) the condition in paragraph (3)(c) does not ap- 
ply in respect of benefits provided under the pen- 
sion plan established by the Canadian Forces Su- 
perannuation Act. 


(14) Artificially reduced pension adjust- 
ment — Where 


(a) the amount of lifetime retirement benefits pro- 
vided under a defined benefit provision of a reg- 
istered pension plan to a member depends on the 
member’s remuneration, 


(b) remuneration (in this subsection referred to as 
“excluded remuneration’’) of certain types is dis- 
regarded for the purpose of determining the 
amount of the member’s lifetime retirement bene- 
fits, and 
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(15) Past service employer contributions — 
Where 


the plan becomes, for the purposes of paragraph 
147.1(11)(c) of the Act, a revocable plan on the later 
of December 11, 1989 and the day immediately 
before the day on which the contribution is made. 


8504. 
retirement benefits — For the purposes of sub- 
paragraph 8502(c)(i), the following conditions are 
applicable in respect of the lifetime retirement bene- 
fits provided to a member under a defined benefit 
provision of a pension plan: 
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(c) it can reasonably be considered that one of the 
main reasons that remuneration in the form of ex- 
cluded remuneration was paid to the member by 
an employer at any time was to artificially reduce 
a pension credit of the member under the provi- 
sion with respect to the employer, 


the following rules apply for the purposes of the con- 
ditions in subsection 8504(1): 


(d) the member shall be deemed to have been 
connected with the employer while the member 
was employed by the employer, and 


(e) the member shall be deemed not to have re- 
ceived such remuneration as is excluded 
remuneration. 


(a) a contribution that is made by an employer to 
a registered pension plan is made, in whole or in 
part, in respect of benefits (in this subsection re- 
ferred to as “past service benefits”) provided 
under the plan to a member in respect of a period 
before 1990 and before the calendar year in 
which the contribution is made, 


(b) the contribution is made 
(i) after December 10, 1989, or 


(11) before December 10, 1989 where the con- 
tribution has not, before that date, been ap- 
proved by the Minister under paragraph 
20(1)(s) of the Act, and 


(c) it is reasonable to consider that all or substan- 
tially all of such portion of the contribution as is 
in respect of past service benefits was paid by the 
employer, with the consent of the member, in lieu 
of a payment or other benefit to which the mem- 
ber would otherwise be entitled, 


Maximum benefits — (1) _ Lifetime 


(a) the amount (expressed on an annualized basis) 
of lifetime retirement benefits payable to the 
member for the calendar year (in this paragraph 
referred to as the “year of commencement’) in 
which the lifetime retirement benefits commence 
to be paid does not exceed the aggregate of 


(i) the aggregate of all amounts each of which 
is, in respect of a calendar year after 1990 (in 
this paragraph referred to as a “specified 
year’) in which the member was, at any time, 
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connected with an employer who participated 
in the plan in the year for the benefit of the 
member, the lesser of 


(A) the amount determined by the formula 


B 
UZ xX AX 
ey 


where 


A is the aggregate of all amounts each of 
which is the member’s compensation 
for the specified year from an employer 
who participated under the provision in 
the year for the benefit of the member, 


B is the greatest of all amounts each of 
which is the average wage for a calen- 
dar year not before the specified year 
and not after the year of commence- 
ment, and 


C is the average wage for the specified 
year, and 


(B) the amount determined by the formula 


DxE 
where 


D is the defined benefit limit for the year 
of commencement, and 


E is the fraction of the specified year that 
is pensionable service of the member 
under the provision, and 


(ii) the amount determined by the formula 


FxG 
where 
F is the lesser of 


(A) 2 per cent of the member’s highest 
average compensation (computed under 
subsection (2)) for the purpose of the 
provision, indexed to the year of com- 
mencement, and 


(B) the defined benefit limit for the 
year of commencement, and; 


G is the aggregate of all amounts each of 
which is the duration (measured in years, 
including any fraction of a year) of a pe- 
riod that is pensionable service of the 
member under the provision and no part of 
which is in a specified year; and 

(b) the amount of lifetime retirement benefits 
payable to the member for a particular calendar 
year after the year in which the lifetime retire- 
ment benefits commence to be paid does not ex- 
ceed the product of 


(i) the aggregate of the amounts determined 
under subparagraphs (a)(i) and (ii), and 
(ii) the greatest of all amounts each of which 
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is ee ratio of 


(A) the average Consumer Price Index for 
a calendar year not earlier than the calen- 
dar year in which the lifetime retirement 
benefits commence to be paid and not later 
than the particular year 


to 


(B) the average Consumer Price Index for 
the calendar year in which the lifetime re- 
tirement benefits commence. to be paid. 


(2) Highest average compensation — For the 
purposes of subsection (1) and paragraph 8505(3)(d), 
the highest average compensation of a member of a 
pension plan for the purpose of a defined benefit 
provision of the plan, indexed to the calendar year 
(in this subsection referred to as the “year of com- 
mencement’’) in which the member’s retirement ben- 
efits under the provision commence to be paid, is, 


(a) in the case of a member who has been em- 
ployed for 3 non-overlapping periods of 12 con- 
secutive months each by employers who partici- 
pated under the provision for the benefit of the 
member, '/3 of the greatest of all amounts each of 
which is the aggregate of the member’s total in- 
dexed compensation for the purpose of the provi- 
sion for each of the 36 months in 3 such periods 
throughout which the member was so employed, 
and 


(b) in any other case, the amount determined by 
the formula 


H 
Ix 
I 


where 


H_ is the aggregate of all amounts each of which 
is the member’s total indexed compensation 
for the purpose of the provision for a month 
throughout which the member: was employed 
by an employer who participated under the 
provision for the benefit of the member, and 


I is the number of months for which total in- 
dexed compensation is included in the amount 
determined for H, = - 


and, for the purposes of this subsection, the mem- 
ber’s total indexed compensation for a month for the 
purpose of the provision is the amount determined 
by the formula 


K 
poe 
L 


where 


J is the aggregate of all amounts each of which is 
such portion of the member’s compensation for 
the calendar year (in this subsection referred to as 
the “compensation year’) that includes the month 
from an employer who participated under the 
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provision for the benefit! of the member as may 
reasonably be considered to have been received 
in the month or to otherwise relate to the month, 


K_ is the greatest of all amounts’ each of which is the 
average wage for a calendar year not before the 
later of the compensation year and 1986 and not 
after the year-of commencement, and . 


L is the average wage for the later i the compensa- 
tion year and 1986. . 


(3) Alternative compensation rules — Lifetime 
retirement benefits provided to a member under a de- 
fined benefit provision of a pension plan shall be 
deemed to comply with the conditions in subsection 
(1) where they would so comply if either or both of 
the following rules were. applicable:. 


(a) determine, for the purpose of subsection (2), 

. the member’s compensation from an, employer 
for a calendar year by adding to the compensation 
otherwise determined: such portion of the amount 
of each bonus and retroactive increase in remu- 
neration paid by the employer to the member. af- 

_ ter the year as may reasonably be considered to 
be in respect of the year and by deducting there- 
from such portion of the amount of each bonus 
and retroactive increase in remuneration paid by 
the employer to the member in the year as may 
reasonably be considered to be in respect of a 
preceding year; and 


(b) determine, for the purpose ars computing the 
amount J in subsection (2), the portion of the 
member’s compensation from an employer, for a 
calendar year that may reasonably be. considered 
to.relate to.a month in the year by apportioning 
the compensation uniformly over the period in 
the year in respect of which it was paid. 


(4) Part-time employees — Where the pensiona- 
ble service of a member under a defined:benefit pro- 
vision of a pension plan includes a period throughout 
which the member rendered services on a part-time 
basis to an employer who participates in the:plan, the 
lifetime retirement benefits provided under the pro- 
vision to the member shall be deemed: to comply 
with the conditions in subsection (1) where. they 
would so comply or be deemed by subsection (3) to 
so comply if 


(a) for the purpose of determining the amount J in 
subsection (2), the member’s compensation from 
an employer for a calendar year: in which the 
member rendered services on a part-time basis to 
the employer were the amount that it 1s reasona- 
ble to expect would have been the member’s 
compensation for the year from the employer if 
the member had rendered services to the em- 
ployer on a full-time basis throughout the period 
or periods in the year throughout which the mem- 
ber rendered services to the employer, and 


(b) in determining the amount G in subparagraph 
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(1)(a)(ii), the duration of each period were multi- 
plied by a fraction (not greater than 1) that mea- 
sures the services rendered by the member 
throughout the period to employers who partici- 
pate in the plan as a proportion of the services 
that would have been rendered by the member 
throughout the period to such employers had the 
member rendered services on a full-time basis, 


and, for the purposes of this subsection, 


(Cc) where a member of a pension plan has ren- 
dered services throughout a period to 2 or more 
employers who participate in the plan, the em- 
ployers shall be deemed to be, throughout the pe- 
riod, the same employer, and 


(d) where a period is _ 
(i) an eligible period of reduced pay or tempo- 
rary absence, of a member of a pension plan 
with respect to an employer, or 


(ii) a period of disability of the member, 
the member shall be deemed to have 


(iii) rendered services throughout the period 
on a regular basis (having regard ‘to the: ser- 
vices rendered by the employee before the pe- 
riod) to the employer or employers by whom 
the member was employed. before the period, 
and 


(iv) received remuneration throughout the pe- 
riod at a rate commensurate with the mem- 
ber’s rate of remuneration before the period. 


(5) Retirement benefits before age 65 — For 
the purposes of subparagraph 8502(c)(i), the follow- 
ing conditions are applicable in respect of retirement 
benefits payable under a defined benefit provision of 
a pension plan to a member of the plan for the period 
‘(in this ‘subsection referred to as the “bridging pe- 
riod”) from the time the benefits commence to be 
paid to the time the member attains 65 years of age: 


(a) the amount (expressed on an annualized basis) 
of retirement benefits payable to the member for 
that part of the bridging period that is in the cal- 
endar year in which the benefits commence to be 
paid does not exceed the amount determined. by 
the formula | 


(Ax B) + (0.25% Cx 52) 


where 

A. is the. defined: benefit limit for the calendar 
year in which the benefits commence to be 

» paid; . 

B is the aggregate of all amounts each of which 
is the duration (measured in years, including 
any fraction of a year) of a period that is pen- 
sionable service of the member under the 
provision, 

Cis the average of the Year’s Maximum Pen- 
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sionable Earnings for the year in’ which the 
benefits commence to be paid and for each of 
the 2 immediately preceding years, and 


D_ is the lesser of 35 and the amount determined 
for B; and 


(b) the amount of retirement benefits (expressed 
on an annualized basis) payable to the member 
for that part of the bridging period that is ina par- 
ticular calendar year after the year in which the 
retirement benefits commence to be paid does not 
exceed the product of | | 


(i) the amount determined by the formula set 
out in paragraph (a), and 


(ii) the greatest of all amounts each of which 
is the ratio of 


(A) the average Consumer Price Index for 
a calendar year not earlier than the calen- 
dar. year. in.which the. retirement. benefits 
commence to be paid. and not later than the 
particular year 


to 


(B) the average Consumer Price Index for 
the calendar year in which the retirement 
benefits commence to be paid. 


(6) Pre-1990 benefits — For the purposes of sub- 
paragraph 8502(c)(i), and subject to subsection (7), 
the lifetime retirement benefits provided under a de- 
fined benefit provision of a pension plan to a mem- 
ber of the plan in respect of pensionable service in a 
particular calendar year before 1990 (in this subsec- 
tion referred to as the “benefit year’’) are subject to 
the condition that 


(a) the amount (expressed on an annualized basis) 
of such lifetime retirement benefits payable to the 
member for a particular calendar year (in this 
subsection referred to as the “payment year”) 


does not exceed 
(b) the amount determined. by the formula 


2 xAXBxC 
3 


where 


A is the greater of $1,725 and the defined bene- 
fit limit for the year in which the benefits 
commence to be paid, ~ 


B_ is thé aggregate of all amounts each of which 
is the duration (measured as a fraction of a 
year) of a period in the benefit year that is 
pensionable service of the member under the 
provision, and af 

Cis the greatest of all amounts each of which is 
the ratio of 


(i) the average Consumer Price Index for a 
calendar year not earlier than the calendar 
year in which the lifetime retirement bene- 
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fits commence to be paid and not later than 
the payment year 


to 


(ii) the average Consumer Price Index for 
the calendar year in which the lifetime re- 
tirement benefits commence to be paid. 


(7) Limit not applicable — The condition in sub- 
section (6) is not applicable with respect to lifetime 
retirement benefits provided to an individual in re- 
spect of periods of pensionable service in a particular 
calendar year if 


(a) at any time before June 8, 1990, a period in 
the particular year was pensionable service of the 
individual under a defined benefit provision of a 
registered pension plan; 


(b) on June 7, 1990, the individual was entitled, 
pursuant to an arrangement in writing, to be pro- 
vided with lifetime retirement benefits under a 
defined benefit provision of a registered pension 
plan in respect of a period in the particular year, 
whether or not the individual’s entitlement was 
conditional upon the individual making contribu- 
tions under the provision; 


(c) at the commencement of the particular year, a 
period in a preceding year was pensionable ser- 
vice of the individual under a defined benefit pro- 
vision of a registered pension plan, and the indi- 
vidual did not, by reason of disability or leave of 
absence, render services in the particular year to 
an employer who participated in the plan with re- 
spect to the individual; 


(d) contributions were made before June 8, 1990 
by or on behalf of the individual under a money 
purchase provision of a registered pension plan in 
respect of the year; or 


(e) contributions were made in the year by or on 
behalf of the individual to a deferred profit shar- 
ing plan. 


(8) Cross-plan restrictions — Where an individ- 
ual is provided with benefits under more than one 
defined benefit provision, the determination of 
whether the benefits provided to the individual under 
a particular defined benefit- provision comply with 
the conditions in subsections (5) and (6) shall be 
made on the assumption that benefits provided to the 
individual under each other defined benefit provision 
(other than a provision that is not included in a regis- 
tered pension plan) associated with the particular 
provision were provided under the particular 
provision. 


(9) Associated defined benefit provisions — 
For the purposes of subsection (8), a defined benefit 
provision is associated with a particular defined ben- 
efit provision if 

(a) the provisions are in the same pension plan, or 


(b) the provisions are in separate pension plans 
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and 


(i) there is an employer who participates in 
both plans, 


(ii) an employer who participates in one of the 
plans does not deal at arm’s length with an 
employer who participates in the other plan, 
or 


(iii) there is an individual who is provided 
with benefits under both provisions and the 
individual, or a person with whom the individ- 
ual does not deal at arm’s length, has the 
power to determine the benefits that are pro- 
vided under the particular provision, 


unless it is unreasonable to expect the benefits under 
the particular provision to be coordinated with the 
benefits under the other provision and the Minister 
has agreed not to treat the other provision as being 
associated with the particular provision. 


(10) Excluded benefits — For the purpose of de- 
termining whether lifetime retirement benefits pro- 
vided under a defined benefit provision of a pension 
plan comply with the conditions in subsection (1), 
the following benefits shall be disregarded: 


(a) additional lifetime retirement benefits payable 
to a member because the member is totally and 
permanently disabled at the time the member’s 
retirement benefits commence to be paid; and 


(b) additional lifetime retirement benefits payable 
to a member whose retirement benefits com- 
mence to be. paid after the member attains 65 
years of age, where the additional benefits result 
from an adjustment that is made to offset, in 
whole or in part, the decrease in the value of life- 
time retirement benefits that would otherwise re- 
sult by reason of the deferral of such benefits af- 
ter the member attains 65 years of age and the 
adjustment is not more favourable than such an 
adjustment made on an actuarially equivalent 
basis. 


(11) For the purpose of determining whether retire- 
ment benefits provided under a defined benefit pro- 
vision of a pension plan comply with the conditions 
in subsection (5), the following benefits shall be dis- 
regarded: 


(a) additional lifetime retirement benefits de- 
scribed in paragraph (10)(a); and 


(b) bridging benefits payable at the election of a 
member, where the benefits are provided on a ba- 
sis that is not more favourable than an actuarially 
equivalent basis in lieu of a proportion of the life- 
time retirement benefits that would otherwise be 
payable under the provision to the member and 
any benefits related thereto payable after the 
death of the member. 


(12) For the purpose of determining whether lifetime 
retirement benefits provided under a defined benefit 
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provision»of a pension plan comply with the condi- 


tion in subsection (6), additional lifetime retirement | 
benefits that are described in paragraph (10)(b) shall | 


be disregarded. 


(13) Alternative CPI indexing — The lifetime re- 
tirement benefits provided to a member under a de- 
fined benefit provision of a pension plan shall be 
deemed to comply with the condition in paragraph 


(1)(b) where they would ‘so comply, or would be | 
deemed by subsection (3) or (4) to so comply, if the | 


ratio that is determined under subparagraph (1)(b)(ii) 
were replaced by a substantially similar measure of 
the change in the Consumer Price Index. 


(14) The retirement benefits provided to a member 
under a defined benefit provision of a pension plan 
shall be deemed to comply with the condition in par- 
agraph (5)(b) where they would so comply if the ra- 
tio that is determined under subparagraph '(5)(b)(ii) 
were replaced by a substantially similar measure of 
the change in the Consumer Price Index. 


(15) The lifetime retirement benefits provided to a 
member under a defined benefit provision of a pen- 
sion plan shall be deemed to comply with the condi- 
tion in subsection (6) where they would’so comply if 
the amount C in the formula set out in paragraph 
(6)(b) were replaced. by a substantially similar mea- 
sure of the change in the Consumer Price Index. 


8505. Additional benefits on downsizing — (1) 
Downsizing program — For the purposes of this 
section, “downsizing program” means the actions 
that are taken by an employer to bring about a reduc- 
tion in the employer’s workforce, including 


(a) the termination of the employment of employ- 
ees; and 


(b) the payment of amounts and the provision of 
special benefits to employees who elect to. or are 
required to terminate. their employment. 


(2) Applicability of downsizing rules — For th 
purposes of this section, . 


(a) a downsizing program is an approved down- 
sizing program if the Minister has approved in 
writing the application of this section in respec 
of the program; 
(b) subject to subsection (2.1), an individual is a 
qualifying individual in relation to an approved 
downsizing program if 

(i) the employment of the individual is termi- 

nated while the downsizing program is in 

effect, 


(ii) the individual was not, at any time before 
the termination of employment, connected 
with the employer. from whom the individual 
terminated employment, and 

(ii1) the Minister ‘has approved in writing the 
application of this section to the individual; 


Reg. 8505(3) 


rievand, | Ey 
(c) the specified day is, in respect’of an approved 
downsizing program, | 
(i) the day that is designated by the Minister 
in writing for the purpose of subparagraph 
~3)(C)Gi), and 
_ ii) if no such day has been designated, the 
_ day that is 2 years after the day on which the 
Minister approves the application of this sec- 
tion in respect of the downsizing program. 


History: The portion of para. 8505(2)(b) before subpara. (i) 
amended by P.C. 1995-17, subsec. 12(1), January 11, 1995, Canada 


| Gazette, Part II, January 25, 1995, applicable with respect to an in- 


dividual whose employment is terminated after February 14, 1992, 
other than an individual who, on or before that date, 


(a) was notified that the individual’s employment would be ter- 
minated after that date; or 


(b) elected to terminate employment after that date. 


(2.1) Qualifying individual — exclusion — An 
individual whose employment is terminated under an 
approved downsizing program is not a qualifying in- 
dividual in relation to the program if, at the time the 
individual’s employment is terminated, it is reasona- 
ble to expect that 


(a) the individual will become employed by, or 
provide services to, 


(i) a person or body of persons from whom 
the individual terminated employment under 
the downsizing program, or 


(ii) a person or body of persons that does not 
deal at arm’s length with a person or body of 
persons referred to in subparagraph (i), or 


(b).a corporation with which the individual is 
connected will provide services to a person or 
body of persons referred to in paragraph (a) and 
the individual will be directly involved in the pro- 
vision of the services, 


except that this subsection does not apply with re- 
spect to an individual where 
(c) it is reasonable to expect that 
(i) the individual will not be employed or pro- 
vide services, or | 
(ii) if paragraph (b) is applicable, the corpora- 
tion will not provide services, 
for a period exceeding 12 months, and 


(d) the Minister has waived the application of this 

subsection with respect to the individual. 
History: Subsec. 8505(2.1) added by P.C. 1995-17, subsec. 12(2), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable with respect to an individual whose employment is terminated 
after February 14, 1992, other than an individual who, on or before 
that date, 


(a) was notified that the individual’s employment would be ter- 
minated after that date; or 


(b) elected to terminate employment after that date. 


(3) Additional lifetime retirement benefits — 
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Lifetime retirement benefits (in this section referred 
to as “special retirement benefits’’) that do not com- 
ply with the condition in paragraph 8503(3)(a) may 
be provided under a defined benefit provision of a 
pension plan to a member of the plan who terminates 
employment after attaining 55 years of age where the 
following conditions are satisfied: 


(a) the special retirement benefits are provided 
pursuant to an approved downsizing program; 


(b) the member is a qualifying individual in rela- 
tion to the downsizing program; 


(c) under the terms of the provision, 


(i) retirement benefits will not commence to 
be paid to the member until the member 
ceases to be employed by all employers who 
participate in the plan, and 


(ii) retirement benefits will commence to be 
paid to the member no later than on the speci- 
fied day; 
(d) the amount (expressed on an annualized ba- 
sis) of special retirement benefits payable to the 
member for a particular calendar year does not 
exceed the amount that is determined by the 
formula 


AX Bx. 
where 
A is the lesser of 


(i) 2 per cent of the member’s highest av- 
erage compensation (computed under sub- 
section 8504(2)) for the purpose of the 
provision, indexed to the calendar year (in 
this paragraph referred to as the “year of 
commencement’) in which retirement ben- 
efits commence to be paid under the provi- 
sion to the member, and 


(ii) the defined benefit limit for the year of 
commencement, | 


B is the lesser of 7 and the amount, if any, by 
which 65 exceeds the member’s age (ex- 
pressed in years, including any fraction of a 
year) at termination of employment, and 


C is the greatest of all amounts each of which is 
the ratio of 


(i) the average Consumer Price Index for a 
calendar year not earlier than the year of 
commencement and not later than the par- 
ticular year 


to 


(i1) the average Consumer Price Index for 
the year of commencement; 


(e) [Repealed] 
(f) the plan 


(1) does not permit the commutation of retire- 
ment benefits payable to the member, or 
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(ii) permits the commutation of retirement 
benefits payable to the member only if the life 
expectancy of the member is significantly 
shorter than normal; and 


(g) lifetime retirement benefits that are permissi- 
ble only by reason of this subsection are not pro- 
vided to the member under any. other defined 
benefit provision, unless this condition has been 
waived by the. Minister. 

History: Para. 8505(3)(e) repealed by P.C. 1995-17, subsec. 12(3), 


January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable after 1988. 


(3.1) Re-employed members — Where 


(a) a member of a pension plan becomes an em- 
ployee of a participating employer after lifetime 
retirement benefits that are permissible only by 
reason of subsection (3) have commenced to be 
paid under a defined benefit provision of the plan 
to the member, and 


(b) payment of the member’s retirement benefits 
under the provision is suspended while the mem- 
ber is so employed, 
the condition in paragraph (3)(d) is applicable in re- 
spect of benefits payable under the provision to the 
member after the suspension as if 


(c) the member had not become so employed, and 


(d) payment of the member’s retirement benefits 
had not been suspended. 
History: Subsec. 8505(3.1) added by P.C. 1995-17, subsec. 12(4), 


January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(4) Early retirement reduction — Where a mem- 
ber of a pension plan is a qualifying individual in re- 
lation to an approved downsizing program, the terms 
of a defined benefit provision of the plan that deter- 
mine the amount by which the member’s lifetime re- 
tirement benefits under the provision are reduced be- 
cause of the early commencement of the benefits 
may, under the downsizing program, be modified in 
such a way that the benefits do not comply with the 
condition in paragraph 8503(3)(c) but would so com- 
ply if the member’s benefits were provided in re- 
spect of employment in a public safety occupation. 
History: Subsec. 8505(4) amended by P.C. 1995-17, subsec. 12(5), 


January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 


(5) Exception for future benefits — Subsection 
(4) does not apply with respect to benefits that are 
provided to an individual in respect of a period that 
is after the day on which the individual’s employ- 
ment was terminated under an approved downsizing 
program. 

History: Subsec. 8505(5) amended by P.C. 1995-17, subsec. 12(5), 


January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(6) Alternative CPI indexing — Special retire- 
ment benefits provided to a member under a defined 
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benefit provision of a pension plan shall be deemed 
to comply with the condition in paragraph (3)(d) 
where they would so comply if the amount C in that 
paragraph were replaced by a substantially similar 


measure of the change in the Consumer Price Index. | 


(7) Exclusion from maximum pension 
rules — For the purpose of determining whether re- 
tirement benefits provided under a defined benefit 
provision of a pension plan comply with the condi- 
tions in subsections 8504(1) and (5), lifetime retire- 
ment benefits that are permissible only by reason of 
subsection (3) shall be disregarded. 


(8) Exemption from past service contribution 
rule — Subsection 8503(15) does not apply in re- 
spect of a contribution that is made in respect of ben- 
efits provided to a qualifying individual pursuant to 
an approved downsizing program, 


8506. Money purchase provisions — (1) 
Permissible benefits — For the purposes of para- 
graph 8502(c), the following benefits may, subject to 
the conditions specified in respect of each benefit, be 
provided under a money purchase provision of a 
pension plan: 


(a) lifetime retirement benefits — lifetime 
retirement benefits provided to a member where 
the benefits are payable in equal periodic 
amounts or are not so payable only by reason that 


(i) the benefits payable to a member after the 
death of the member’s spouse are less than the 
benefits that would be payable to the member 
were the member’s spouse alive, or 


(ii) the benefits are adjusted, after they com- 
mence to be paid, where 


(A) in the case of retirement benefits pro- 
vided in accordance with subparagraph 
(2)(g)(@), the adjustments would be in ac- 
cordance with any of subparagraphs 
146(3)(b)(ii) to (v) of the Act if the annu- 
ity by means of which the lifetime retire- 
ment benefits are provided were an annuity 
under a retirement savings plan, and 


(B) in any other. case, the adjustments are 
acceptable to the Minister and are similar 
in nature to the adjustments. permissible 
under clause (A); 


(b) bridging benefits — bridging benefits pro- 
vided to a member where the bridging benefits 
are payable for a period ending no later than the 
end of the month following the month in. which 
the member attains 65 years of age; 


(c) guarantee period — retirement benefits (in 
this paragraph referred. to as “continued retire- 
ment benefits”) provided to one or more benefi- 
ciaries of a member who. dies after retirement 
benefits under the provision commence to be paid 


2433 


Reg. 8506(1)(e) (iii) 


to the member where 


(i) the continued retirement benefits are paya- 
ble for a period beginning after the death of 
the member and ending no later than 15 years 
after the day on which retirement benefits 
commence to be paid under the provision to 
the member, and 


(ii) the aggregate amount of continued retire- 
ment benefits payable under the provision for 
each month does not exceed the amount of re- 
tirement benefits that would have been paya- 
ble under the provision for the month to the 
member if the member were alive; 


(d) post-retirement surviving spouse ben- 
efits — retirement benefits (in this paragraph re- 
ferred to as “survivor retirement benefits’) pro- 
vided to a beneficiary of a member who dies after 
retirement benefits under the provision com- 
mence to be paid to the member where 


(i) the beneficiary is a spouse or former 
spouse of the member at the time the mem- 
ber’s retirement benefits commence to be 
paid, 

(ii) the survivor retirement benefits are paya- 
ble for a period beginning after the death of 
the member and ending with the death of the 
beneficiary, and | 


(iii) the aggregate amount of survivor retire- 
ment benefits and other retirement benefits 
payable under the provision for each month to 
beneficiaries of the member does not exceed 
the amount of retirement benefits that would 
have been payable under the provision for the 
month to the member if the member were 
alive; 


(ec) pre-retirement surviving spouse bene- 
fits — retirement benefits provided to a benefici- 
ary of a member who dies before retirement ben- 
efits under the provision commence to be paid to 
the member, and benefits provided to other indi- 
viduals after the death of the beneficiary, where 


(i) the beneficiary is a spouse or former 
spouse of the member at the time of the mem- 
ber’s death, 


(ii), the benefits would be. permissible. under 
paragraphs (a) to (c). if the beneficiary were a 
member of the plan, and 


(iii) the retirement benefits are payable to the 
beneficiary beginning no later than on the 
later of one year after the day of death of the 
member and the end of the calendar year in 
which the beneficiary attains 71 years. of age; 
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(f) payment from account — the payment 
with respect to a member of a single amount from 
the member’s account under the provision; 


(g) lump-sum payments on death before 
retirement — the payment of one or more sin- 
gle amounts to one or more beneficiaries of a 
member who dies before retirement benefits 
under the provision commence to be paid to the 
member; 


(h) commutation of benefits — the payment 
with respect to a member of a single amount in 
full or partial satisfaction of the member’s entitle- 
ment to other benefits under the provision, where 
the single amount does not exceed the present 
value (at the time the single amount is paid) of 
the other benefits that, as a consequence of the 
payment, cease to be provided; and 


(i) the payment, with respect to an individual af- 
ter the death of a member, of a single amount in 
full or partial satisfaction of the individual’s enti- 
tlement to other benefits under the provision, 
where the individual is a beneficiary of the mem- 
ber and the single amount does not exceed the 
present value (at the time the single amount is 
paid) of the other benefits that, as a consequence 
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of the payment, cease to be provided. 


(2) Additional conditions — For the purposes of 
section 8501, the following conditions are applicable 
with respect to each money purchase provision of a 
pension plan: 


(a) employer contributions acceptable to 
minister — the amount of contributions that are 
to be made under the provision by each employer 
who participates in the plan is determined in a 
manner acceptable to the Minister; 


(b) employer contributions with respect to 
particular members — each contribution that 
is made under the provision by an employer con- 
sists only of amounts each of which is an amount 
that is paid by the employer with respect to a par- 
ticular member; 


(b.1) allocation of employer contribu- 
tions — each contribution that is made under the 
provision by an employer is allocated to the 
member with respect to whom it is made; 


(c) employer contributions not permit- 
ted — contributions are not made under the pro- 
vision by an employer, and property is not trans- 
ferred to the provision in respect of the actuarial 
surplus under a defined benefit provision of the 
plan or another registered pension plan, 


(i) at a time when there is a surplus under the 
provision, or 


(ii) at a time after 1991 when an amount that 
became a forfeited amount under the provi- 
sion before 1990, or any earnings of the plan 
that are reasonably attributable to that amount, 
is being held in respect of the provision and 
has not been reallocated to members of the 
plan; 


(d) return of contributions — where the plan 
is not established by an enactment of Canada or a 
province, it includes a stipulation that permits, for 
the purpose of avoiding revocation of the regis- 
tration of the plan, a contribution made under the 
provision by a member or by an employer to be 
returned to the person who made the contribution, 
which stipulation may provide that a return of 
contributions is subject to the approval of the au- 
thority administering the Pension Benefits Stan- 
dards Act, 1985 or a similar law of a province; 


(e) allocation of earnings — the earnings of 
the plan, to the extent that they relate to the pro- 
vision and are not reasonably attributable to for- 
feited amounts or a surplus under the provision, 
are allocated to plan members on a reasonable ba- 
sis and no less frequently than annually; 


(f) payment or reallocation of forfeited 
amounts — each forfeited amount under the 
provision (other than an amount forfeited before 
1990) and all earnings of the plan that are reason- 
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ably attributable to the forfeited amount are 
(i) paid to participating employers, 
(il) reallocated to members of the plan, or 


(iii) paid as or on account of administrative, 
investment or similar expenses incurred in 
connection with the plan 


on or before December 31 of the year immedi- 
ately following the calendar year in which the 
amount is forfeited, or such later time as is per- 
mitted by the Minister under subsection (3); 


(g) retirement benefits — retirement benefits 
under the provision are provided 


(i) by means of annuities that are purchased 
from _a person who is licensed or otherwise 
authorized under the laws of Canada or a 
province to carry on in Canada an annuities 
business, or 


(ii) under an arrangement acceptable. to the 
Minister; and 


(h) undue deferral of payment — each single 
amount that is payable after the death of a mem- 
ber is paid as. soon as is practicable after the 
member’s death. 
History: Para. 8506(2)(b.1) added by P:C. 1995-17, subsec. 13(1), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable with respect to contributions made under a money purchase 
provision of a pension plan after April 5, 1994. 


Para. 8506(2)(c) amended by P.C. 1995-17, subsec. 13(2), January 
11, 1995, Canada Gazette, Part Il, January 25, 1995, applicable af- 
ter 1988, except that para. (c) does not apply with respect to prop- 
erty transferred on or before April5, 1994 toa money purchase pro- 
vision of a pension plan in respect of an actuarial surplus under a 
defined benefit provision of a registered pension plan. 


Para. 8506(2)(d) amended by P.C. 1995-17, subsec. 13(3), January 
II, 1995, Canada Gazette, Part II, January 25, 1995, applicable af- 
ter 1988. 

Para. 8506(2)(f) amended by P.C. 1995-17, subsec. 13(4), January 
11, 1995, Canada Gazette, Part II, January 25, 1995, applicable af- 
ter April 5, 1994 with respect to 


(a) forfeited amounts under a money purchase provision of a 
pension plan that arise after April 5, 1994; 
(b) earnings of a pension plan after April 5, 1994; and 


(c) forfeited amounts under a money purchase provision of a 
pension plan that arose on or before April 5, 1994, to the extent 
that, on April 5, 1994, those amounts were being held in respect 
of the provision and have not been reallocated to members of 
the plan. 


(2.1) Alternative method for allocating 
employer contributions — The Minister may, on 
the written application of the administrator of a pen- 
sion plan, waive the application of the condition in 
paragraph (2)(b.1) in respect of a money purchase 
provision of the plan where contributions made 
under the provision by an employer are allocated to 
members of the plan in a manner acceptable to the 
Minister. 

History: Subsec. 8506(2.1) added by P.C. 1995-17, subsec. 13(5), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after April 5, 1994. 
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(3) Reallocation of forfeitures — The Minister 
may, on the written application of the administrator 
of a registered pension plan, extend the time for sat- 
isfying the requirements of paragraph (2)(f) where 


(a) the aggregate of the forfeited amounts that 
arise in a calendar year is greater than normal be- 
cause of unusual circumstances; and 


(b) the forfeited amounts are to be reallocated on 
a reasonable basis to a majority of plan members 
or paid as or on account of administrative, invest- 
ment or similar expenses incurred in connection 
with the plan. 

History: Para. 8506(3)(b) amended by P.C. 1995-17, subsec. 13(6), 


January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after April 5, 1994 with respect to 


(a) forfeited amounts under a money purchase provision of a 
pension plan that arise after April 5, 1994; 


(b) earnings of a pension plan after April 5, 1994; and 


(c) forfeited amounts under a money purchase provision of a 
pension plan that arose on or before April 5, 1994, to the extent 
that, on April 5, 1994, those amounts were being held in respect 
of the provision-and have not been reallocated to members of 
the plan. 


8507. Periods of reduced pay —(1) 
Prescribed compensation — For the purposes 
of paragraph (b) of the definition “compensation” in 
subsection 147.1(1) of the Act, there is prescribed 
for inclusion in the compensation of an individual 
from an employer for a calendar year after 1990 


(a) where the individual has a qualifying period 
in the year with respect to the employer, the 
amount that is determined under subsection (2) in 
respect of the period; and 


(b) where the individual has a period of disability 
in the year, the amount that would be determined 
under paragraph (2)(a) in respect of the period if 
the period were a qualifying period of the indi- 
vidual with respect to the employer. 


(2) Additional compensation in respect of 
qualifying period — For the purposes of para- 
graph (1)(a) and subsection (5), the amount that is 
determined in respect of a period in a calendar year 
that is a qualifying period of an individual with re- 
spect to an employer is the lesser of 


(a) the amount, if any, by which 


(i) the amount that it is reasonable to consider 
would have been the remuneration of the indi- 
vidual for the period from the employer if the 
individual had rendered services to the em- 
ployer throughout the period on a regular ba- 
sis (having regard to the services rendered by 
the individual to the employer before the com- 
plete period of reduced pay of which the pe- 
riod is a part) and the individual’s rate of re- 
muneration had been commensurate with the 
individual’s rate of remuneration before the 
beginning of the complete period of reduced 


2435 


Reg. 8507(2)(a) Income Tax Regulations 


pay 
exceeds 


(ii) the remuneration of the individual for the 
period from the employer, and 


(b) the amount determined by the formula 


(5+A+B-C)xD 
where 


A. is the lesser of 3 and the amount that would be 
the cumulative additional compensation frac- 
tion of the individual with respect to the em- 
ployer, determined to the time that is immedi- 
ately before the end of the period, if the 
individual’s only qualifying periods had been 
periods that are also periods of parenting, 

Bsis 

(i) if no part of the period is a period of 
parenting, nil, and 
(ii) otherwise, the lesser of 


(A) the amount, if any, by which 3 ex- 
ceeds the amount determined for A, 
and 


(B) the ratio of 


(1) the amount that would be deter- 
mined under paragraph (a) if the re- 
muneration referred to in subpara- 
graphs (a)(i) and (ii) were the 
remuneration for such part of the 
period as is a period of parenting 


to 
(II) the amount determined for D, 


C is the cumulative additional compensation 
fraction of the individual with respect to the 
employer, determined to the time that is im- 
mediately before the end of the period, and 


D is the amount that it is reasonable to consider 
would have been the individual’s remunera- 
tion for the year from the employer if the indi- 
vidual had rendered services to the employer 
on a full-time basis throughout the year and 
the individual’s rate of remuneration had been 
commensurate with the individual’s rate of re- 
muneration before the beginning of the com- 


vided to the individual under a defined 
benefit provision of a registered pension 
plan (other than a plan that is, in the year, a 
specified multi-employer plan) in respect 
of the period, or 


(B) contributions are made by or on behalf 
of the individual under a money purchase 
provision of a registered pension plan 
(other than a plan that is, in the year, a 
specified multi-employer plan) in respect 
of the period, 


pursuant to terms of the plan that apply in re- 
spect of periods that are not regular periods of 
employment, 


(iii) the lifetime retirement benefits or the 
contributions, as the case may be, exceed the 
benefits that would otherwise be provided or 
the contributions that would otherwise be 
made if the benefits or contributions were 
based on the services actually rendered by the 
individual and the remuneration actually re- 
ceived by the individual, 


(iv) the individual’s pension adjustment for 
the year with respect to the employer includes 
an amount in respect of the lifetime retirement 
benefits or the contributions, as the case may 
be, 


(v) no benefits are provided in respect of the 
period to the individual under a defined bene- 
fit provision of any registered pension plan in 
which the employer does not participate, and 


(vi) no contributions are made by or on behalf 
of the individual in respect of the period under 
a money purchase provision of a registered 
pension plan or a deferred profit sharing plan 
in which the employer does not participate; 
and 


(b) a period of parenting of an individual is all or 
a part of a period that begins 


(i) at the time of the birth of a child of whom 
the individual is a natural parent, or 


(ii) at the time the individual adopts a child, 


and ends 12 months after that time. 


plete period of reduced pay of which the pe- | History: The portion of para. 8507(3)(a) after subpara. (vi) re- 
riod is a part. pealed by P.C. 1995-17, s. 14, January 11, 1995, Canada Gazette, 
Part II, January 25, 1995, applicable after 1988. 


(3) Qualifying periods and periods of parent- 


ing — For the purposes of this section, (4) Cumulative additional compensation frac- 


(a) a period in a calendar year is a qualifying pe- 
riod of an individual in the year with respect to an 
employer if 


tion — For the purposes of this section, the cumula- 
tive additional compensation fraction of an individ- 
ual with respect to an employer, determined to any 
time, is the aggregate of all amounts each of which is 


(1) the period is an eligible period of reduced | the additional compensation fraction that is associ- 
pay or temporary absence of the individual in | ated with a period that ends at or before that time 
the year with respect to the employer, and that is a qualifying period of the individual in a 
(i1) either calendar year after 1990 with respect to 


(A) lifetime retirement benefits are pro- 
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(b) any other employer who does not deal at 
arm’s length with the employer; or 

(c) any other employer who participates in a reg- 
istered pension plan in which the employer par- 
ticipates for the benefit of the individual. 


(5) Additional compensation fraction — For 
the purposes of subsection (4), the additional com- 
pensation fraction associated with a qualifying pe- 
riod of an individual in a calendar year with respect 
to a particular employer is the amount determined by 
the formula 


e 
D 


where 


D is the amount determined for D under paragraph 
(2)(b) in respect of the qualifying period, and 
Eis 
(a) if 
(i) all or a part of the qualifying period is a 
period throughout which the individual 
renders services to another employer pur- 
Suant to an arrangement in respect of 
which subsection 8308(7) is applicable, 


(ii) the particular employer is a lending 
employer for the- purposes: of subsection 
8308(7) as it applies in respect of the ar- 
rangement, and 


(iii).the particular employer and the other 
employer deal with each other at arm’s 
length, 


the amount that would be determined under 
subsection (2) in respect of the qualifying pe- 
riod if, in the determination of the amount 
under paragraph (2)(a), no remuneration were 
included in respect of the portion of the quali- 
fying period referred to in subparagraph (a)(i), 
and 

(b) otherwise, the amount that is determined 
under subsection (2) in respect of the qualify- 
ing period. 


(6) Exclusion of subperiods — A reference in 
this section to a qualifying period of an individual in 
a calendar year with respect to an employer or to a 
period of disability of an individual in a calendar 
year does not include a period that is part of a longer 
such period. 


(7) Complete period of reduced pay — In sub- 
section (2), “complete period of reduced pay” of an 
individual with respect to an employer means a pe- 
riod that consists of one or more periods each of 
which is 
(a) a period of disability of the individual, or 
(b) an eligible period of reduced pay or tempo- 
rary absence of the individual with respect to the 
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employer, 
and that is not part of a longer such period. 
Interpretation Bulletins [Reg. 8507]: IT-363R2: Deferred 


profit sharing plans — deductibility of employer contributions and 
taxation of amounts received by a beneficiary. 


8508. Salary deferral leave plan — Where an 

employee and an employer enter into an arrangement 

in writing described in paragraph 6801(a) or (b), 
(a) the period throughout which the employee de- 
fers salary or wages pursuant to the arrangement 
shall be deemed to be an eligible period of re- 
duced pay of the employee with respect to the 
employer; and 
(b) for the purposes of section 8507, the amount 
that it is reasonable to consider would have been 
the remuneration of the employee for any period 
from the employer shall be determined on the ba- 
sis that the employee’s rate of remuneration was 
the amount that it is reasonable to consider 
would, but for the arrangement, have been the 
employee’s rate of remuneration. 


8509. Transition rules—(1) Prescribed 
conditions applicable before 1992 to 
grandfathered plan — The prescribed conditions 
for the registration of a grandfathered plan are, 
before 1992, 


(a) the condition set out in paragraph 8502(a), 


(b) the condition set out in paragraph 8502(c), but 
only in respect of benefits provided under a 
money purchase provision of the plan, and 


(c) if the plan contains a money purchase provi- 
sion, the condition set out in paragraph 
8506(2)(a), 


and the following conditions: 


(d) the benefits provided under each defined ben- 
efit provision of the plan are acceptable to the 
Minister and, for the purposes of this condition, 
any benefits in respect of periods before 1991 
that become provided 'after 1988 with respect to a 
member who is connected with an employer who 
participates in the plan, or was so connected at 
any time before the benefits become provided, 
shall, unless the Minister is notified in writing 
that the benefits are provided with respect to the 
member, be deemed to be unacceptable to the 
Minister, and 

(e) the plan contains such terms as may be re- 
quired. by the Minister. 


(2) Conditions applicable after 1991 to 
benefits under grandfathered plan — For the 
purpose of the condition in paragraph 8502(c) as it 
applies after 1991 in respect of a grandfathered plan, 
(a) the condition in subparagraph 8503(2)(b)(ii) is 
replaced by the condition that the amount of 
bridging benefits payable to a member for a par- 
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ticular month does not exceed the amount that is 
determined in respect of the month by the 
formula 


(axcx=) + [oxa-<)] 


where 


A is the amount determined for A under subpar- 
agraph 8503(2)(b)(ii) with respect to the 
member for the month, 


C is the amount determined for C under subpar- 
agraph 8503(2)(b)(1i) with respect to the 
member for the month, 


E is the aggregate of all amounts each of which 
is the duration (measured in years, including 
any fraction of a year) of a period ending 
before 1992 that is pensionable service of the 
member under the provision, 


F is the aggregate of all amounts each of which 
is the duration (measured in years, including 
any fraction of a year) of a period that is pen- 
sionable service of the member under the pro- 
vision, and 

G is the amount determined with respect to the 
member for the month by the formula in sub- 
paragraph 8503(2)(b)(ii); 

(b) the conditions in paragraphs 8503(3)(c), (h) 

and (i) and 8504(1)(a) and (b) apply only in re- 

spect of lifetime retirement benefits provided in 
respect of periods after 1991; and 


(c) for the purposes of the conditions in 
paragraphs 8504(1)(a) and (b), 
(i) the aggregate that is determined under sub- 
paragraph 8504(1)(a)(i) does not include an 
amount in respect of 1991, and 


(ii) the amount that is determined for G under 
subparagraph 8504(1)(a)(ii) is based only on 
periods of pensionable service after 1991. 


(3) Additional prescribed condition for 
grandfathered plan after 1991 — The pre- 
scribed conditions for the registration of a 
grandfathered plan include, after 1991, the condition 
that all benefits provided under each defined benefit 
provision of the plan in respect of periods before 
1992 are acceptable to the Minister. 


(4) Defined benefits under grandfathered 
plan exempt from conditions — The Minister 
may, after 1991, exempt from the condition in para- 
graph 8502(c) the following benefits provided under 
a defined benefit provision of a grandfathered plan: 


(a) benefits that are payable after the death of a 
member, to the extent that the benefits can rea- 
sonably be considered to relate to lifetime retire- 
ment benefits provided to the member in respect 
of periods before 1992; and 


(b) bridging benefits in excess of bridging bene- 
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fits that are permissible under paragraph 
8503(2)(b), to the extent that the excess bridging 
benefits are vested in a member on December 31, 
1991. 


(4.1) Benefits under grandfathered plan — 
pre-1992 disability — Where benefits are pro- 
vided under a defined benefit provision of a 
grandfathered plan to a member of the plan as a con- 
sequence of the member having become, before 
1992, physically or mentally impaired, the following 
rules apply: 


(a) the conditions in this Part (other than the con- 
dition in paragraph (b)) do not apply in respect of 
the benefits; 

(b) the prescribed conditions for the registration 
of the plan include the condition that the benefits 
are acceptable to the Minister; and 


(c) subsections 147.1(8) and (9) of the Act do not 

apply to render the plan a revocable plan where 

those subsections would not so apply if the mem- 

ber’s pension credits under the provision were 

determined without regard to the benefits. 
History: Subsec. 8509(4.1) added by P.C. 1995-17, subsec. 15(1), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(5) Conditions not applicable’ to 
grandfathered plan — Where a pension plan is a 
grandfathered plan, 


(a) the conditions referred to in paragraph 
8501(2)(b) do not apply before 1992 in respect of 
the plan; 


(b) the condition in paragraph 8502(d) does not 
apply in respect of distributions that are made 
before 1992 under a defined benefit provision of 
the plan; and 


(c) the conditions in paragraphs 8503(3)(a) and 
(b) do not apply in respect of benefits provided 
under a defined benefit provision of the plan in 
respect of periods before 1992. 


(6) PA limits for grandfathered plan for 
1991 — Subsections 147.1(8) and (9) of the Act do 
not apply in respect of a grandfathered plan for a cal- 
endar year before 1992 if 


(a) the plan does not contain a money purchase 
provision in that year; or 


(b) no contributions are made in respect of that 
year under the money purchase provisions of the 
plan. 


(7) Limit on pre-age 65 benefits — Where a 
pension plan is a grandfathered plan or would be a 
grandfathered plan if the references to “March 27, 
1988” in the definitions “existing plan” and 
“grandfathered plan” in subsection 8500(1) were 
read as references to “June 7, 1990” and the refer- 
ences to “March 28, 1988” in the definition “existing 
plan” in that subsection were read as references to 
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“June 8, 1990”, 


(a) the conditions in paragraphs 8504(5)(a) and 
(b) apply only in respect of retirement benefits 
provided in respect of periods after 1991; and 


(b) the amounts that are determined for B and D 
under paragraph 8504(5)(a) are based only on pe- 
riods of pensionable service after 1991. 


(8) Benefit accrual rate greater than 2 per 
cent — Where a pension plan is a grandfathered 
plan or would be a grandfathered plan if the refer- 
ences to “March 27, 1988” in the definitions “ex- 
isting plan” and “grandfathered plan” in subsection 
8500(1) were read as references to “July 31, 1991” 
and the references to “March 28, 1988” in the defini- 
tion “existing plan” in that subsection were read as 
references to “August 1, 1991”, 


(a) the condition in paragraph 8503(3)(g) applies 
only in respect of lifetime retirement benefits 
provided under a defined benefit provision of the 
plan in respect of periods after 1994; and 


(b) subparagraph 8503(3)(h)(iv) is not applicable 
in respect of lifetime retirement benefits provided 
under a defined benefit provision of the plan to a 
member unless the formula for determining the 
amount of the member’s lifetime retirement bene- 
fits complies with the condition in paragraph 
8503(3)(g) as that condition would, but for this 
subsection, apply. 


(9) Benefits under plan. other than 
grandfathered plan — The following rules apply 
in respect of the benefits provided under a defined 
benefit provision of a pension plan that is not a 
grandfathered plan: 


(a) the condition in paragraph 8502(c) does not 
apply in respect of benefits provided with respect 
to an individual 


(1) to whom retirement benefits have com- 
menced to be paid under the provision before 
1992, or 


(ii) who has died before 1992; and 


(b) the prescribed conditions for the registration 
of the plan include the condition that all benefits 
referred to in paragraph (a) are acceptable to the 
Minister. . 


(10) Money purchase benefits exempt from 
conditions — The Minister may exempt from the 
condition in paragraph 8502(c) all or a portion of the 
benefits provided under a money purchase provision 
of a pension plan with respect to a member that may 
reasonably be considered to derive from contribu- 
tions made before 1992 under a money purchase pro- 
vision of a registered pension plan. 


(10.1) Stipulation not required for pre-1992 
plans — The conditions in paragraphs 8503(4)(c) 
and 8506(2)(d) do not apply in respect of a pension 


Reg. 8509(12) 


plan 


(a) that was a registered pension plan on Decem- 
Ber 31, TOOT. 


(b) in respect of which an application for registra- 
tion was made to the Minister before 1992, or 


(c) that was established to provide benefits to one 
or more individuals in lieu of benefits to which 
the individuals were entitled under another pen- 
sion plan that is a plan described in paragraph (a) 
or (b) or this paragraph, whether or not benefits 
are also provided to other individuals. 

History: Subsec. 8509(10.1) added by P.C. 1995-17, subsec. 15(2), 


January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable after 1988. 


(11) Benefits acceptable to Minister — For 
greater certainty, where benefits under a defined 
benefit provision of a pension plan are, by reason of 
paragraph 8503(3)(e) or subsection (3), subject to the 
condition that they be acceptable to the Minister, the 
provisions of this section shall not be considered to 
limit in any way the requirements that may be im- 
posed by the Minister in respect of the benefits 
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amount to be disregarded for pt 
subsections 147 d ¢ 
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8510. Multi- -employer plans and Jone iiea 
multi- -employer plans —(1) Definition. of 

“multi-employer plan” — The definition “multi- 
employer plan” in subsection 8500(1) is applicable 
for the purposes of subsection 147.1(1) of the Act. 


(2) Definition of “specified multi-employer 
plan” — For the purposes .of this Part and) subsec- 
tion 147.1(1) of the Act, “specified multi- -employer 
plan” in a calendar year means.a pension plan.,, 


(a) in'respect of which the conditions in subsec- 
tion (3) are satisfied at the beginning of the year 
-(or at the time in the»year. when the plan is.estab- 
lished,. if later), 


(b) that has, ‘on application by: the plait adifibaied 
trator, been designated in writing by the Minister 
to be a specified multi-employer plan in the year, 
or . ! 
(c) that was, by reason of paragraph (a), a speci- 
fied multi-employer plan in the immediately pre- 
ceding calendar year (where that year is after 
1989), 


but does not include a pension plan where the Minis- 
ter has, before the beginning of the year, given no- 
tice by registered mail to the plan administrator that 
the plan is not a specified multi-employer plan: 


(3) Qualification. as a.specified . multi- 
employer. plan — The. conditions. referred. to in 
paragraph. (2)(a) are the following: 
(a) it is reasonable to expect that'at no time in the 
year will more than 95 per cent of. the active 
members of the plan be employed by a single 
participating employer or by a related group of 
participating employers; | 
(b) where the year is 1991 ora subsequent year, it 
is reasonable to expect that 


(i) at least 15 employers will contribute to the 
plan.in respect of the, year, or 


(ii) at least 10 per cent of the active members 


of the plan will be employed in the year by 
‘more than one participating employer, 
and, for the purposes of this condition, all em- 
ployers who are related to each other shall be 
deemed to be a single employer; ., 


(c) employers participate in the ve pursuant toa 
collective bargaining agreement; 


(d) all or substantially all of the employers who 
participate in the plan are persons who are has ex- 
empt from tax under Part I of the Act; 


(e) contributions are made by employers in accor- 
dance with a negotiated contribution formula that 
does not provide for any variation in contribu- 
tions determined by reference to the financial ex- 
perience of the plan; 


(f) the contributions that are to ie made by each 
employer in the year are determined, in whole or 
“in part, by reference to the’ number of hours 
worked by individual employees of the employer 
or some other measure that is specific to each 
employee with respect to whom contributions are 
‘made to the plan; 


(g) the administrator is a board of trustees or sim- 
ilar body that is not controlled by pac aaa 
of, employers; and 


(h). the administrator has the power to deans 
the benefits to be provided, under. the. plan, 
whether or not that power is subject to the terms 
of a collective bargaining agreement: 


(4) Minister’s notice — For the purpose of sub- 


section (2), the Minister may give notice that a plan 
is not a specified multi-employer plan ‘only if the 
Minister is satisfied that participating employers will 


_ be able to comply with all reporting obligations im- 


posed by Part LXXXIV in respect of the plan if it is 
not a specified multi-employer plan, and 


(a) the notice is given at or after a time when the 
conditions in subsection (3) are not satisfied in 
respect of the plan; or 


(b) the plan administrator has applied to the Min- 
ister for the notice. 


(5) Special rules — multi-employer plan — 
Where a pension plan is a multi-employer plan in a 
calendar year, 


(a) each member of the plan who is connected at 
any time in the year with an employer who par- 
ticipates in the plan shall be deemed, for the pur- 
poses of applying the conditions in sections 8503 
and 8504 in respect of the plan in the year and in 
each subsequent year, not to ‘be so connected in 
the year; 

(b) paragraph 8503(3)(b) shall, in its application 
in respect of benefits’ provided under a defined 
benefit provision of the plan in respect of a pe- 
riod in the year, be read without reference to sub- 

| paragraph (ii) thereof; and 
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(c) the condition in paragraph 8503(3)(k) and the 
rule in subsection 8504(8) shall apply in the year 
in respect of the plan without regard to benefits 
provided under any other pension plan. 


(6) Special rules — specified multi-employer 
plan — Where a pension plan is a specified multi- 
employer plan in a calendar year, 


(a) a contribution that is made in the year in re- 
spect of a defined benefit provision of the plan by 
an employer with respect to the employer’s em- 
ployees or former employees in accordance with 
the plan as registered shall be deemed, for the 
purpose of paragraph 8502(b), to be an eligible 
contribution; 

(b) subparagraph 8502(c)(i) shall, in its applica- 
tion in the year in respect of the plan, be read as 
follows: 


“(i) benefits that are in accordance with sub- 
section 8503(2), paragraphs 8503(3)(c), (e) 
and (g) and subsections 8504(5) and (6)”; 
and 


(c) the conditions in paragraphs 8503(3)G) and 
(4)(a) do not apply in the year in respect of the 
plan. 


(7) Additional prescribed conditions — Where 
a pension plan is a specified multi-employer plan in 
a calendar year, the prescribed conditions for the re- 
gistration of the plan include, in that year, the fol- 
lowing conditions: 


(a) when employer and member contribution 
rates under the plan were last established, it was 
reasonable to expect that, for each calendar year 
beginning with the year in which the contribution 
rates were last established, 


(i) the aggregate of all amounts each of which 
is the pension credit of an individual for the 
year with respect to an employer under a ben- 
efit provision of the plan 


would not exceed 


(ii) 18 per cent of the aggregate of all amounts 
each of which is, for an individual and an em- 
ployer where the pension credit of the individ- 
ual for the year with respect to the employer 
under a benefit provision of the plan is greater 
than nil, the compensation of the individual 
from the employer for the year, 


except that this condition does not apply for years 
before 1992 in the case of a pension plan that is a 
grandfathered plan; and 


(b) where the plan contains a money purchase 
provision, 


(1) the plan terms are such that, if subsection 
147.1(9) of the Act were applicable in respect 
of the plan, the plan would not under any cir- 
cumstances become a revocable plan at the 
end of the year pursuant to that subsection, or 
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(ii) if the plan terms do not comply with the 
condition in subparagraph (i), the only cir- 
cumstances that would result in the plan be- 
coming a revocable plan at the end of the year 
pursuant to subsection 147.1(9) of the Act, if 
that subsection were applicable in respect of 
the plan, are circumstances acceptable to the 
Minister. 


(8) Purchase of additional benefits — Where, 
in the case of a pension plan that is a specified multi- 
employer plan in a calendar year, 


(a) the amount of lifetime retirement benefits pro- 
vided under a defined benefit provision of the 
plan to each member is determined by reference 
to the hours of employment of the member with 
participating employers, 

(b) the plan permits a member whose actual hours 
of employment in a period are fewer than a speci- 
fied number of hours for the period to make con- 
tributions to the plan in order to increase, to an 
amount not exceeding the specified number of 
hours for the period, the number of hours that are 
treated under the provision as hours of employ- 
ment of the member in the period, and 


(c) the specified number of hours for a period 
does not exceed a reasonable measure of the ac- 
tual hours of employment of members who 
render services throughout the period on a full- 
time basis, 


the condition in paragraph 8503(3)(a) does not apply 
in respect of such portion of the lifetime retirement 
benefits provided under the provision to a member as 
is determined by reference to hours acquired by the 
member as a consequence of contributions made to 
the plan in the year by the member, as described in 
paragraph (b). 


8511. Conditions applicable to amend- 
ments — (1) For the purposes of paragraph 
147.1(4)(c) of the Act, the following conditions are 
prescribed in respect of an amendment to a regis- 
tered pension plan: 


(a) where the amendment increases the accrued 
lifetime retirement benefits provided to a member 
under a defined benefit provision of the plan, the 
increase is not, in the opinion of the Minister, in- 
consistent with the conditions in paragraphs 
8503(3)(h) and (i); and 


(b) where the plan is a grandfathered plan and the 
amendment increases the bridging benefits pro- 
vided to a member under a defined benefit provi- 
sion of the plan, the member’s bridging benefits, 
as amended, comply with the condition in subpar- 
agraph 8503(2)(b)(ii) that would apply if the plan 
were not a grandfathered plan. 


(2) Where an amendment to a registered pension 
plan provides for the return to a member of all or a 
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part of the contributions made by the member under 
a defined benefit provision of the plan, the plan be- 
comes a revocable plan at any time that an amount 
(other than an amount that may be transferred from 
the plan in accordance with subsection 147.3(6) of 
the Act) that is payable to the member as a conse- 
quence of the amendment is not paid to the member 
as soon after the amendment as is practicable. 


History: Subsec. 8511(2) amended by P.C. 1995-17, s. 16, January 


11, 1995, Canada Gazette, Part II, January 25, 1995, applicable af- 


ter 1988. 


8512. Registration and amendment — (1) For 
the purposes of subsection 147.1(2) of the Act, an 
application for registration of a pension plan shall be 
made by forwarding by registered mail to the Deputy 
Minister of National Revenue for Taxation at Ottawa 
the following documents: 


(a) an application in prescribed form containing 
prescribed information; 


(b) certified copies of the plan text and any other 
documents that contain terms of the plan; 


(c) certified copies of all trust deeds, insurance 
contracts and other documents that relate to the 
funding of benefits under the plan; 


(d) certified copies of all agreements that relate to 
the plan; and 


(e) certified copies of all resolutions and by-laws 
that relate to the documents referred to in 
paragraphs (b) to (d). 


(2) Where, after 1988, an amendment is made to a 
registered pension plan, to the arrangement for fund- 
ing benefits under the plan or to a document that has 
been filed with the Minister in respect of the plan, 
the plan administrator shall, within 60 days after the 
day on which the amendment is made, forward to the 
Deputy Minister of National Revenue for Taxation at 
Ottawa 


(a) a prescribed form containing prescribed infor- 
mation; and 


(b) certified copies of all documents that relate to 
the amendment. 


Forms: T920: Application for acceptance of an amendment to a 
registered pension plan. 


(3) For the purposes of subsection 147.1(4) of the 
Act, an application for the acceptance of an amend- 
ment to a registered pension plan is made in pre- 
scribed manner where the documents that are re- 
quired by subsection (2) are forwarded by registered 
mail to the Deputy Minister of National Revenue for 
Taxation at Ottawa. 


8513. Designated laws — For the purposes of 
paragraph 8302(3)(m), subparagraph 8502(c)(iii) and 
paragraph 8517(5)(f), “designated provision of the 
law of Canada or a province” means subsection 
21(2) of the Pension Benefits Standards Act, 1985 


Reg. 8514(2)(e)(iii) 


and:any provision of a law of a province that is simi- 


lar to that subsection. 


8514. Prohibited investments — (1) For the pur- 
poses of subparagraph 8502(h)(i), and subject to sub- 


_ sections (2) and (3), a prohibited investment in re- 


spect of a registered pension plan is a share of the 
capital stock of, an interest in, or a debt of 


(a) an employer who participates in the plan, 


(b) a person who is connected with an employer 
who participates in the plan, 


(c) a member of the plan, 


(d) a person or partnership that controls, directly 
or indirectly, in any manner whatever, a person or 
partnership referred to,in paragraph (a) or (b),. or 


(e),a person or partnership that does not deal. at 
arm’s length with a person or partnership referred 
to.in paragraph (a), (b), (c) or (d), 
or an interest in, or a right to acquire, such a share, 
interest or debt. 


(2) A prohibited investment does not include 


(a) a bond, debenture, note, mortgage or similar 
obligation described in clause 212(1)(b)(ii)(C) of 
the Act; 


(b) a share listed on a stock exchange referred to 
in section 3200 or 3201; 


(c) a bond, debenture, note or similar obligation 
of a corporation any shares of which are listed on 
a stock exchange referred to in section 3200 or 
3201; 


(d) an interest in, or a right to acquire, property 
referred to in paragraph (b) or (c); or 

(e) a mortgage in respect of real property situated 
in Canada that 


(i) where this condition has not been waived 
by the Minister and the amount paid for the 
mortgage, together with the amount of any in- 
debtedness outstanding at the time the mort- 
gage was acquired under any mortgage or hy- 
pothec that ranks equally with or superior to 
the mortgage, exceeds 75 per cent of the fair 
market value, at that time, of the real property 
that is subject to the mortgage, is insured 
under the National Housing Act or by a corpo- 
ration that offers its services to the public in 
Canada as an insurer of mortgages, 


(i1) where the registered pension plan in con- 
nection with which the mortgage is held 
would be a designated plan for the purposes of 
subsection 8515(5) if subsection 8515(4) were 
read without reference to paragraph (b) 
thereof, is administered by an approved lender 
under the National Housing Act, and 

(111) bears.a rate of interest that would be rea- 
sonable in the circumstances if the mortgagor 
dealt with the mortgagee at arm’s length. 
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(3) A prohibited investment in respect of a registered 
pension plan does not include an investment that was 
acquired by the plan before March 28, 1988. 


(4) For the purposes of subsection (3), where at any 
time after March 27, 1988, the principal amount of a 
bond, debenture, note, mortgage or similar obliga- 
tion increases as a consequence of the advancement 
or lending of additional amounts, or the maturity 
date of such an obligation is extended, the obligation 
shall, after that time, be deemed to have been issued 
at that time. 

History: Para. 8514(2)(a) and subsec. 8514(4) amended by P.C. 
1994-1817, paras. 62(j) and (k), November 1, 1994, Canada Ga- 
zette, Part Il, November 30, 1994. 


8515. Special rules for designated plans — (1) 
Designated plans — For the purposes of subsec- 
tions (5) and (9), and subject to subsection (3), a reg- 
istered pension plan that contains a defined benefit 
provision is a designated plan throughout a calendar 
year if the plan is not maintained pursuant to a col- 
lective bargaining agreement and 


(a) the aggregate of all amounts each of which is 
a pension credit (as determined under Part LXX- 
XI) for the year of a specified individual under 
a defined benefit provision of the plan 


exceeds 


(b) 50 per cent of the aggregate of all amounts 
each of which is a pension credit (as determined 
under Part LX XXII) for the year of an individual 
under a defined benefit provision of the plan. 


(2) Designated plan in previous year — For the 
purposes of subsections (5) and (9), a registered pen- 
sion plan is a designated plan throughout a particular 
calendar year after 1990 if the plan was a designated 
plan at any time in the immediately preceding year, 
except where the Minister has waived in writing the 
application of this subsection in respect of the plan. 


(3) Exceptions — A registered pension plan is not 
a designated plan in a calendar year pursuant to sub- 
section (1) if 
(a) the plan would not be a designated plan in the 
year pursuant to that subsection if the reference in 
paragraph (1)(b) to “SO per cent” were read as a 
reference to “60 per cent”, 


(b) the plan was established before the year, and 


(c) the amount determined under paragraph (1)(a) 
in respect of the plan for the immediately preced- 
ing year did not exceed the amount determined 
under paragraph (1)(b), 

or if | 
(d) there are more than 9 active members of the 
plan in the year, and 


(e) the Minister has given written notice to the 
administrator of the plan that the plan is not a 
designated plan in the year. 
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(4) Specified individuals — An individual is a 
specified individual for the purposes of paragraph 
(1)(a) in respect of a pension plan mae a particular 
calendar year if 


(a) the individual was connected at any time in 
the year with an employer who participates in the 
plan; or 


(b) the aggregate of all amounts each of which is 
the remuneration of the individual for the year 
from an employer who participates in the plan, or 
from an employer who does not deal at arm’s 
length with a participating employer,.exceeds 21/2 
times the Year’s Maximum Pensionable jis 
for the year. . ' 


(5) Eligible contributions — For the purpose of 
determining whether a contribution made by an em- 
ployer to a registered pension plan at a time when 
the plan is a designated plan is an eligible contribu- 
tion under subsection 147. phe of the Act, a pre- 
scribed condition is that 


(a) the contribution satisfies the condition in sub- 
section (6), or 


(b) the contribution would ets the condition in 
subsection (6) if 


(i) paragraph (6)(b) and subparagraph (7)(e)(1) 
were applicable only in respect of retirement 
benefits that became provided under the plan 
after 1990, 


(ii) paragraph (6)(c) were applicable only in 
respect of those benefits payable after the 
death of a member that relate to retirement 
benefits that became provided under the plan 
to the member after 1990, and 


(111) the assumption as to the time retirement 
benefits (other than retirement benefits that 
became provided after 1990) will commence 
to be paid is the same for the purposes of the 
maximum funding valuation as for the pur- 
poses of the actuarial valuation that forms the 
basis for the recommendation referred to in 
subsection 147.2(2) of the Act pursuant to 
which the contribution is made. 


(6) Funding restriction — The condition referred 
to in subsection (5) is that the contribution would be 
required to be made for the plan to have sufficient 
assets to pay benefits under the defined benefit pro- 
visions of the plan, as registered, with respect to, the 
employees and former employees of the employer if 


(a) required contributions were determined on the 
basis of a maximum funding valuation prepared 
as of the same effective date as the actuarial valu- 
ation that forms the basis for the recommendation 
referred to in subsection 147.2(2) of the Act pur- 
suant to which the contribution is made; 


(a.1) each defined benefit provision of the plan 
provided that, with respect to restricted-funding 
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“members, retirement benefits are eres 
monthly in advance; 


(b) each defined benefit provision of the plan pro- 
vided that, after retirement benefits commence to 
be paid with respect to a restricted-funding mem- 
ber, the benefits are adjusted annually by a per- 
centage increase for each year that is’ 1: percent- 
age point less than the percentage increase in the 
Consumer Price Index for the year, in lieu of any 
cost-of-living adjustments actually provided; 


(c) each defined benefit provision of the plan pro- 
vided the following benefits after the death of a 
restricted-funding member who dies after retire- 
ment benefits under the provision have com- 
menced to be paid to the member, in lieu of the 
benefits actually provided: 


(1) where the member dies within 5 years after 

_tetirement benefits commence to be paid 
under the provision, the continuation cf the re- 
tirement benefits for the remainder of the 5 
years as if the member were alive, and 


(ii) where an individual who is a spouse of the 
member when retirement benefits commence 
to be paid under the provision to the member 
is alive on the later of the day of death of the 
member and the day that is 5 years after the 
day on which the member’s retirement bene- 
fits commence to be paid, retirement benefits 
payable to the individual for the duration of 
the individual’s life, with the amount of the 
benefits payable for each month equal to 6673 
per cent of the amount of retirement benefits 
that would have been payable under the provi- 
sion for the month to the member if the mem- 
ber were alive; 


(d) where more than one employer participates in 
the plan, assets and actuarial liabilities were ap- 
portioned in a reasonable manner among partici- 
pating employers with respect to their employees 
and former employees; and 


(e) the rule in paragraph 147.2(2)(d) of the Act 
that provides for the disregard of a portion of the 
assets of the plan apportioned to the employer 
with respect to the employer’s employees and 
former employees were applicable for the pur- 
pose of determining required contributions pursu- 
ant to this subsection. 
History: Para. 8515(6)(a.1) added by P.C. 1995-17, subsec. 17(1), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable with respect toa contribution made after June 4, 1994, except 
where the contribution is made pursuant. to a, valuation report filed 
with the Minister in accordance with subsec. 147.2(3) of the Income 
Tax Act on or before June 4, 1994. 


for the purpose of determining actuarial liabilities 
and current service costs; 


(b) the valuation rate of interest is 7.5 per cent 
per annum; 


(c) it is assumed that 


(i) the rate of increase in general wages and 
salaries and in each member’s rate of remu- 
neration will be 5.5 per cent per annum, and 


(ii) the rate of increase in the Consumer Price 
Index will be 4 per cent per annum; — 


(d) each assumption made in respect of economic 
factors other than those referred to in paragraph 
(c) is consistent with the assumptions in that 
paragraph; 

(e) i in the case of a restricted- -funding member, it 
is assumed that 


(i) retirement benefits will commence to be 
paid to the member no earlier than the day on 
which the member attains 65 years of age, 


(ii) the member will survive to the time the 
member’s retirement benefits commence to be 
paid, 

(iii) where the member is employed by a par- 
ticipating employer as of the effective date of 
the valuation, the member will continue in 
employment until the time when the mem- 
ber’s retirement benefits commence to be 
paid, and 


(iv) when the member’s retirement benefits 
commence to be paid, the member: will be 
married to a person who is the same age as the 
‘member; 


(f) the rate of mortality at each age is equal to 


(i) in the case of'a restricted-funding member, 
80 per cent of the average of the rates at that 
age for males and females in the 1983 Group 
Annuity Mortality Table, as published in Vol- 
ume XXXV of the Transactions of the Society 
of Actuaries, and 


(ii) in the case of any other member, 80 per 
cent of the rate at that age in the mortality ta- 
ble referred to in subparagraph (i) for individ- 
uals of the same sex as the member; 


(g) it is assumed that where a member has a 
choice between receiving retirement benefits or a 
lump sum payment, retirement benefits will be 
paid to the member; and 


(h) the plan’s assets are valued at an amount 
equal to their fair market value as of the effective 
date of the valuation. 


History: Subpara. 8515(7)(e)(i) and para. 8515(7)(f) amended by 


(7) Maximum funding valuation — For the pur- | pc 1995-17, subsecs. 17(2) and (3), January 11, 1995, Canada 
poses of subsection (6), a maximum funding valua- Gazette, Part I, January 25, 1995, applicable after 1988, except that 
tion is ‘a valuation prepared by an actuary in accor- | with respect to a contribution that is made 


dance with the following rules: 
(a) the projected accrued benefit method is used 
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(ii) pursuant to a valuation report filed with the Minister in ac- 
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cordance with subsec. 147,.2(3) of the Income Tax Act on or 
before June 4, 1994, 


subpara. 8515(7)(f)(i) shall be read as follows: 


(i) in the case of a restricted-funding member, or a male 
member who is not a restricted-funding member, 80 per cent 
of the average of the rates at that age for males and females in 
the 1983 Group Annuity Mortality Table, as published in Vol- 
ume XXX’V of the Transactions of the Society of Actuaries, 
and 


(8) Restricted-funding members — For the pur- 
poses of subsections (6) and (7) as they apply in re- 
spect of a contribution made to a registered pension 
plan, a member of the plan is a restricted-funding 
member if, at the time the maximum funding valua- 
tion is prepared, 
(a) the member has a right, whether absolute or 
contingent, to receive retirement benefits under a 
defined benefit provision of the plan and the ben- 
efits have not commenced to be’ paid; or 


(b) the payment of retirement benefits under a de- 
fined benefit provision of the plan to the member 
has been suspended. 


(9) Member contributions — Where 


(a) a member of a registered pension plan makes 
a contribution to the plan to fund benefits that 
have become provided at a particular time under 
a defined benefit provision of the plan in respect 
of periods. before that time, 


(b) the contribution is made at a time when the 
plan is a designated plan, and 


(c) the contribution would not be an eligible con- 
tribution under subsection 147.2(2) of the Act if 
it were made by an employer who participates in 
the plan on behalf of the member, 


the plan becomes, for the purposes of paragraph 
147.1(11)(c) of the Act, a revocable plan immedi- 
ately before the time the contribution is made. 


8516. Eligible contributions — (1) Prescribed 
contribution — For the purposes of subsection 
147.2(2) of the Act, a contribution described in any 
of subsections (2) to (8) that is made by an employer 
to a registered pension plan in respect of the defined 
benefit provisions of the plan is a prescribed 
contribution. 
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History: Subsec. 8516(1) amended by P.C. 1995-17, subsec. 18(1), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(2) Amortization of excess actuarial sur- 
plus — A contribution that is made by an employer 
to a registered pension plan is described in this sub- 
section if 


(a) it is made to the plan before 1995; 


(b) the recommendation pursuant to which the 
contribution is made is such that the contributions 
that are required to be made by the employer in 
respect of the defined benefit provisions of the 
plan do not exceed the contributions that would 
be required if 
(i) except as provided in subparagraph (ii), the 
contributions to be made by the employer 
were determined without regard to the actua- 
rial surplus under the provisions, and 


(ii) the contributions to be made by the em- 
ployer after 1990 were determined on the ba- 
sis that the excess actuarial surplus under the 
provisions with respect to the employer be- 
comes available uniformly throughout the pe- 
riod beginning on the later of January 1, 1991 
and the effective date of the actuarial valua- 
tion prepared in connection with the recom- 
mendation and ending December 31, 1994 to 
fund benefits.under the provisions, in lieu of 
contributions that would otherwise be re- 
quired to be made by the employer, 


and, for the purposes of this paragraph, the 
amount of the excess actuarial surplus under the 
defined benefit provisions of a pension plan with 
respect to an employer is, in relation to a recom- 
mendation pursuant to which contributions are 
made by the employer, the amount, if any, by 
which the amount of the actuarial surplus under 
the provisions with respect to the employer ex- 
ceeds the aggregate of 


(iii) the lesser of the amounts determined 
under subparagraphs 147.2(2)(d)(ii) and (iii) 
of the Act in relation to the employer and the 
recommendation, and 


(iv) where the effective date of the actuarial 
valuation prepared in connection with the rec- 
ommendation is before 1991, the amount, if 
any, by which 


(A) the aggregate amount of current ser- 
vice contributions that would, but for the 
actuarial surplus, have been required to be 
made in respect of the provisions by the 
employer and the employer’s employees 
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for the period from the effective date of the 
actuarial valuation to December 31, 1990 


exceeds 


(B) the aggregate amount of current ser- 
vice contributions for that period made in 
the period by the employer and the em- 
ployer’s employees; and 
(c) the contribution would be an eligible contri- 
bution under subsection 147.2(2) of the Act if no 
contributions were prescribed for the purposes of 
that subsection and if that subsection were read 
without reference to subparagraphs (d)(ii) and 
(iii) thereof. 


(3) Approval under paragraph 20(1)(s) of the 
Act — A contribution that is made by an employer 
to a registered pension plan is described in this sub- 
section if 


(a) the Minister has approved the contribution 
under paragraph 20(1)(s) of the Act; and 


(b) the contribution would have been deductible 
under paragraph 20(1)(s) of the Act had that para- 
graph been applicable to the taxation year of the 
employer in which the contribution was made. 


(4) Contributions pursuant to collective 
bargaining agreement — A contribution that is 
made by an employer to a registered pension plan is 
described in this subsection if 


(a) it is made to the plan before 1994; and 


(b) it is made pursuant to a collective bargaining 
agreement that was entered into before 1990. 


(5) Contributions pursuant to statute or by- 
law — A contribution that is made by an employer 
to a registered pension plan is described in this sub- 
section if 


(a) it is made to the plan in 1991; 


(b) it is made pursuant to a formula in a statute or 
by-law that was in existence on March 27, 1988; 
and 

(c) the formula was not amended after March 27, 
1988 and before the time the contribution is 
made. 


(6) Employer not entitled to reduce contribu- 
tions — A contribution that is made by an employer 
to a registered pension plan is described in this sub- 
section if 
(a) it is made to the plan before 1994; 
(b) either 
(i) the terms of the plan require that contribu- 
tions made by the employer in respect of the 
defined benefit provisions of the plan be de- 
termined without regard to any actuarial sur- 
plus under the provisions, or 


(ii) there is a dispute as to whether the terms 
of the plan have the effect described in sub- 
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paragraph (i) and steps are being taken to re- 
solve the dispute; 


(c) the contribution would be an eligible contri- 

bution under subsection 147.2(2) of the Act if no 
contributions were prescribed for the purposes of 
that subsection and if that subsection were read 
without reference to subparagraphs (d)(ii) and 
(ili) thereof; and 


(d) the contribution is acceptable to the Minister. 


(7) Funding on termination basis — A contri- 
bution that is made by an employer to a registered 
pension plan is described in this subsection if 


(a) the contribution is made pursuant to a recom- 
mendation by an actuary in whose opinion the 
contribution is required to be made so that, if the 
plan is terminated immediately after the contribu- 
tion is made, it will have sufficient assets to pay 
benefits accrued under the defined benefit provi- 
sions of the plan, as registered, to the time the 
contribution is made; 


(b) the recommendation is based on an actuarial 
valuation that complies. with the following 
conditions: 


(i) the effective date of the valuation is not 
more than 4 years before the day on which the 
contribution is made, 


(ii) all assumptions made for the purposes of 
the valuation are reasonable at the time the 
valuation is prepared and at the time the con- 
tribution is made, 


(iii) the valuation is prepared in accordance 
with generally accepted actuarial principles 
applicable with respect to a valuation prepared 
on the basis that a plan will be terminated, and 


(iv) where more than one employer partici- 
pates in the plan, assets and actuarial liabili- 
ties are apportioned in a reasonable manner 
- among participating employers; 
(c) the recommendation is approved by the Min- 
ister on the advice of the Superintendent of Fi- 
nancial Institutions; and 
(d) at the time the contribution is made, the plan 
is not a designated plan under section 8515. 


History: Subsec. 8516(7) added by P.C. 1995-17, subsec. 18(2), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(8) Contributions required by pension 
benefits legislation — A contribution that is 
made by an employer to a registered pension plan is 
described in this subsection if 
(a) the contribution 

(i) is required to be made to comply with the 

Pension Benefits Standards Act, 1985 or a 

similar law of a province, 


(ii) is made in respect of benefits under the 


2447 


Reg. 8516(8)(a)(ii) 


defined benefit provisions of the plan as regis- 
tered, and 


(iii) is made pursuant to a recommendation by 
an. actuary; 


(b) the recommendation is based on an actuarial 
valuation that complies with the following 
conditions: 


(i) the effective date of the valuation is not 
more than 4 years before the day on which the 
contribution is made, 


(ii) all assumptions made for the purposes of 
the valuation are reasonable at the time the 
valuation is prepared and at the time the con- 
tribution is made, and 


(iii) where more than one employer partici- 
pates in the plan, assets and actuarial liabili- 
ties are apportioned in a reasonable manner 
among participating employers; 
(c) the recommendation is approved by the Min- 
ister on the advice of the Superintendent of Fi- 
nancial Institutions; and 


(d) at the time the contribution is made, the plan 
is not a designated plan under section 8515. 


History: Subsec. 8516(8) added by P.C. 1995-17, subsec. 18(2), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


s 
1995 
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8517. Transfer — defined benefit to money 
purchase — (1) Prescribed amount — For the 
purposes of paragraph 147.3(4)(c) of the Act as that 
paragraph applies in respect of the transfer of an 
amount on behalf of an individual in full or partial 
satisfaction of the individual’s entitlement to benefits 
under a defined benefit provision of a registered pen- 
sion plan, and subject to subsections (2) and (3), the 
prescribed amount is the amount that is determined 
by the formula 


AxXB 
where 


A. is the amount of the individual’s lifetime retire- 
ment benefits under the provision commuted in 
connection with the transfer, as determined under 
subsection (4), and 

B is 

(a) the present value factor that corresponds to 
the age attained by the individual at the time 
of the transfer, determined pursuant to the ta- 
ble to this subsection, or 


(b) where the present value factor referred to 
in paragraph (a) is less than the present value 
factor that corresponds to the next higher age, 
the present value factor determined by inter- 
polation between those two factors on the ba- 
sis of the age (expressed in years, including 
any fraction of a year) of the individual. 


Attained Age Present 
Value Factor 
Under 50 9.0 
50 9.4 
51 9.6 
ae 9.8 
53 10.0 
54 10.2 
55 10.4 
56 10.6 
57 10.8 
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Fasting ony fy Sgig 
$9i' silt Woidw oft NG 
60 WORMS 
61 oF sq he 
620 bik 12.0 
63 | 12.2 
64 : 12.4 
65 12.4 
66 12.0 
67 LOKI 
68 113 
69 bas babig 
70 10.6. — 
71 10.3 


72 or over 


Forms: T2151: Record of direct transfer of a “single amount’. 


(2) Minimum prescribed amount — Where an 
amount is transferred in full satisfaction of an indi- 
vidual’s entitlement to benefits under a defined ben- 
efit provision of a registered pension plan, the pre- 
scribed amount for the purposes of paragraph 
147.3(4)(c) of the Act in respect of the transfer is the 
greater of the amount that would, but for this subsec- 
tion, be ‘the prescribed amount, and the balance, at 
the time of the transfer, in the individual’s net contri- 
bution account (within the meaning assigned by sub- 
section 8503(1)) in relation to the provision. 


(3) Plan wind-up or replacement — Where an 
amount is transferred before January 1, 1993, or such 
later date as is acceptable to the Minister, on behalf 
of an individual as a consequence of the winding-up 
of a registered pension plan or as a consequence of 
the replacement of a defined benefit provision of a 
registered pension plan by a money purchase provi- 
sion of another registered pension plan and either 


(a) the winding-up of the plan or the replacement 
of the, provision commenced. at a time (in this 
subsection referred to as the “time of termina- 
tion’) before 1989, 


(b) at the time of termination, the plan had at 
least 50 members, and 
(c) the plan was established at least 5 years 
before the time of termination, 
or the condition in paragraph (a) is satisfied and the 
Minister waives the conditions in paragraphs (b) and 
(c), the prescribed amount for the purposes of para- 
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graph 147.3(4)(c) of the Act in respect of the transfer 
is the amount so transferred. 


(4) Amount of lifetime retirement benefits 
commuted — For the purposes of subsection (1), 
and subject to subsection (7), the amount of an indi- 
vidual’s lifetime retirement benefits under a defined 
benefit provision of a registered pension plan com- 
muted in connection with the transfer of an amount 
on behalf of the individual in full or partial satisfac- 
tion of the individual’s entitlement to benefits under 
the provision is the aggregate of 


(a) where retirement benefits have commenced to 
be paid under the provision to the individual, the 
amount (expressed on an annualized basis) by 
which the individual’s lifetime retirement bene- 
fits under the provision are reduced as a result of 
the transfer, 


(b) where retirement benefits have not com- 
menced to be paid under the provision to the indi- 
vidual, the amount (expressed on an annualized 
basis) by which the individual’s normalized pen- 
sion (computed in accordance with subsection 
(5)) under the provision at the time of the transfer 
is reduced as a result of the transfer, and 


(c) where, in conjunction with the transfer, any 
other payment (other than an amount that is trans- 
ferred in accordance with subsection 147.3(5) of 
the Act or that is transferred after 1991 in accor- 
dance with subsection 147.3(3) of the Act) is 
made from the plan in partial satisfaction of the 
individual’s entitlement to benefits under the pro- 
vision, the amount (expressed on an annualized 
basis) by which 
(i) if paragraph (a) is applicable, the individ- 
ual’s lifetime retirement benefits under the 
provision are reduced, and 
(ii) if paragraph (b) is applicable, the individ- 
ual’s normalized pension (computed in accor- 
dance with subsection (5)) under the provision 
at the time of the payment is reduced, 


as a result of the payment, except to the extent 
that such reduction is included in determining, for 
the purposes of subsection (1), the amount of the 
individual’s lifetime retirement benefits under the 
provision commuted in connection with the trans- 
fer of another amount on behalf of the individual. 


(5) Normalized pensions — For the purposes of 
subsection (4), the normalized pension of an individ- 
ual under a defined benefit provision of a registered 
pension plan at a particular time is the amount (ex- 
pressed on an annualized basis) of lifetime retire- 
ment benefits that would be payable under the provi- 
sion at the particular time if 


(a) lifetime retirement benefits commenced to be 
paid to the individual at the particular time; 


(b) where the individual has not attained 65 years 
of age before the particular time, the individual 
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attained that age at the particular time; 


(c) all benefits to which the individual is entitled 
under the provision were fully vested; 


(d) where the amount of the individual’s lifetime 
retirement benefits would otherwise be deter- 
mined with a reduction computed by reference to 
the individual’s age, duration of service, or both, 
or with any other similar reduction, no such re- 
duction were applied; 


(e) where the amount of the individual’s lifetime 
retirement benefits depends on the amount of 
benefits provided under another benefit provision 
of the plan or under another plan or arrangement, 
a reasonable estimate were made of those other 
benefits; 


(f) where the individual’s lifetime retirement ben- 
efits would otherwise include benefits that the 
plan is required to provide by reason of a desig- 
nated provision of the law of Canada or a prov- 
ince, or that the plan would be required to pro- 
vide if each such provision were applicable to the 
plan with respect to all its members, such benefits 
were not included; and 


(g) except as otherwise provided by subsection 
(6), where the amount of the individual’s lifetime 
retirement benefits depends on 


(i) the form of benefits provided with respect 
to the individual under the provision (whether 
or not at the option of the individual), includ- 
ing 


(A) the benefits to be provided after the 
death of the individual, 


(B) the amount of retirement benefits, 
other than lifetime retirement benefits, pro- 
vided to the individual, or 


(C) the extent to which the lifetime retire- 
ment benefits will be adjusted to reflect 
changes in the cost of living, or 


(ii) circumstances that are relevant in deter- 
mining the form of benefits, 


the form of benefits and the circumstances were 
such as to maximize the amount of the individ- 
ual’s lifetime retirement benefits on commence- 
ment of payment. 


(6) Optional forms — Where 


(a) the terms of a defined benefit provision of a 
registered pension plan permit an individual to 
elect to receive additional lifetime retirement 
benefits in lieu of benefits that would, in the ab- 
sence of the election, be payable after the death 
of the individual if the individual dies after retire- 
ment benefits under the provision commence to 
be paid to the individual, and 


(b) the elections available to the individual in- 
clude an election 


(1) to receive additional lifetime retirement 
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benefits, not exceeding additional benefits de- 
termined on an actuarially equivalent basis, in 
lieu of all or a portion of a guarantee that re- 
tirement benefits will be paid for a minimum 
period of 10 years or less, or 


(ii) to receive additional lifetime retirement 
benefits in lieu of retirement benefits that 
would otherwise be payable to a spouse or 
former spouse (in this subparagraph referred 
to as the “spouse”) of the individual for a pe- 
riod commencing after the death of the indi- 
vidual and ending with the death of the 
spouse, where 


(A) the election may be made only if the 
life expectancy of the spouse is signifi- 
cantly shorter than normal and has been so 
certified in writing by a medical doctor li- 
censed to practise under the laws of a 
province or of the place where the spouse 
resides, and 


(B) the additional benefits do not exceed 
additional benefits determined on an actua- 
rially equivalent basis and on the assump- 
tion that the spouse has’ a normal life 
expectancy, | 


paragraph (5)(g) applies as if 


(c) the election described in subparagraph. (b)(i) 
were not available to the individual, and 


(d) where the particular time the normalized pen- 
sion of the individual is determined under subsec- 
tion (5) is after 1991, the election described in 
subparagraph (b)(ii) were not available to the 
individual. 


(7) Replacement benefits — Where 


(a) an amount is transferred on behalf of an indi- 
vidual in full or partial satisfaction of the individ- 
ual’s entitlement to benefits under a defined. ben- 
efit provision (in this subsection referred to as the 
“particular _provision’”’) of a registered pension 
plan, 

(b). in conjunction with the transfer, benefits be- 
come provided to the individual under another 
defined benefit provision of the plan or under a 
defined benefit provision of another registered 
pension plan, and 

(c) an employer who participated under the par- 
ticular provision for the benefit of the individual 
also participates under the other provision for the 
individual’s benefit, 


the amount of the individual’s lifetime retirement 
benefits under the particular provision commuted in 
connection with the transfer is the amount that would 
be determined under subsection (4) if the benefits 
provided under the other provision were provided 
under the particular provision. 

Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 
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8518. Pension adjustment limits — (1) Subsec- 
tion 147.1(8) of the Act does not apply to render.a 
registered pension plan a revocable plan at the end of 
a calendar year by reason that a pension adjustment, 
or an aggregate of pension adjustments, of an indi- 
vidual for the year.is excessive where the subsection 
would not so apply if the individual’s pension adjust- 
ments for the year were determined without the in- 
clusion of those pension credits, if any, of the indi- 
vidual for the year under deferred profit sharing 
plans that are described in subsection (2). 


(2) For the purposes of subsection (1), a pension 
credit (as determined under Part LX XXIII) of an in- 
dividual for a year under a deferred profit sharing 
plan is described in this subsection if 


(a) it is a pension credit with respect to an em- 
ployer by whom the individual ceased to be em- 
ployed in the year; and 

(b) it includes the amount of.a contribution made 
to the plan in the year by the employer with re- 
spect to the individual that was based, in whole or 
in part, on the individual’s remuneration for the 
preceding year. 


8519. Association of benefits with time peri- 
ods — Where, for the purposes of Part LX XXIII or 
this Part or subsection 147.1(10) of the Act, it is nec- 
essary to associate benefits provided under a defined 
benefit provision of a pension plan with periods of 
time, the association shall be made in a manner ac- 
ceptable to the Minister. 


8520. Minister’s. actions — For the. purposes of 
this Part, a waiver, extension of time or other modifi- 
cation of the requirements of this Part granted by the 
Minister or an approval by the Minister in respect of 
any matter is not effective unless it is in writing and 
expressly refers to the requirement that is modified 
or the matter in respect of which the approval is 
given. 


Part LXxxvi — Taxable 
Capital Employed in Canada 


History: Part LXXXVI (ss. 8600-8604) enacted by P.C. 1994-556, 
s. 2, April 14, 1994, Canada Gazette, Part II, May 4, 1994. See 
sections for application. 


8600. [Definitions] — For the purposes of this Part 
and Part I.3 of the Act, 


“attributed surplus” for a taxation year, in respect 
of an insurance corporation that was throughout the 
year not resident in Canada, means the amount deter- 
mined under subsection 2405(3) to be the corpora- 
tion’s attributed surplus for the year; 


‘Canadian assets” of a corporation that is a finan- 
cial institution (as defined in subsection 181(1) of 
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the Act) at any time in a taxation year means, in re- 
spect of the year, the amount, if any, by which 


(a) the total of all amounts each of which is the 
amount at which an asset of the corporation 
(which asset is required, or, if the corporation 
were a bank to which the Bank Act applied, 
would be required, to be reflected in a return 
under subsection 223(1) of the Bank Act, as that 
Act read on May 31, 1992, if that return were 
prepared on a non-consolidated basis) would be 
shown on the corporation’s balance sheet at the 
end of the year if its balance sheet were prepared 
on a non-consolidated basis 


exceeds the total of 


(b) the investment allowance of the corporation 
for the year determined under subsection 
181.3(4) of the Act, and 


(c) the total of all amounts each of which is the 
amount outstanding at the end of the year on ac- 
count of a deposit made by the corporation that is 
described in paragraph (c) of the definition “eligi- 
ble loan” in subsection 33.1(1) of the Act; 


“Canadian premiums” for a taxation year, in re- 
spect of an insurance corporation that was resident in 
Canada at any time in the year and throughout the 
year did not carry on a life insurance business, 
means the total of the insurance corporation’s net 
premiums for the year 


(a) in respect of insurance on property situated in 
Canada, and 


(b) in respect of insurance, other than on prop- 
erty, from contracts with persons resident in 
Canada, 


and, for the purposes of this definition, “net .premi- 
ums”’ has the same meaning as in subsection 403(2), 
and subsection 403(3) applies as if the references 
therein to “province” were read as references to 
“country”; 


“Canadian reserve liabilities” as at the end of a 
taxation year, in respect of an insurance corporation 
that was resident in Canada at any time during the 
year and carried on a life insurance business at any 
time in the year, has the same meaning as in subsec- 
tion 2405(3); 


“permanent establishment” has the same meaning 
as in subsection 400(2); 


“total assets” of a corporation that is a financial in- 
stitution (as defined in subsection 181(1) of the Act) 
at any time in a taxation year means, in respect of 
that year, the amount, if any, by which 


(a) the total of all amounts each of which is the 
amount at which an asset of the corporation 
would be shown on the corporation’s balance 
sheet at the end of the year if its balance sheet 
were prepared on a non-consolidated basis 
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exceeds 


(b) the investment allowance of the corporation 
for the year determined under subsection 
181.3(4) of the Act; 


“total premiums” for a taxation year, in respect of 
an insurance corporation that was resident in Canada 
at any time in the year and throughout the year did 
not carry on a life insurance business, means the to- 
tal of the corporation’s net premiums for the year (as 
defined in subsection 403(2)) that are included in 
computing its income under Part I of the Act; 


“total reserve liabilities” as at the end of a taxation 
year, in respect of an insurance corporation that was 
resident in Canada at any time during the year and 
carried on a life insurance business at any time in the 
year, has the same meaning as in subsection 2405(3). 
History: S. 8600 enacted by P.C. 1994-556, s. 2, April 14, 1994, 


Canada Gazette, Part II, May 4, 1994, applicable with respect to 
taxation years ending after June 30, 1989. 


8601. [Prescribed proportion of taxable capi- 
tal] — For the purpose of determining the taxable 
capital employed in Canada of a corporation for a 
taxation year under subsection 181.2(1) of the Act, 
the prescribed proportion of the corporation’s taxa- 
ble capital (as determined under Part I.3 of the Act) 
for the year is the amount determined by the formula 


B 
Ax = 
C 


where 


A is the taxable capital (as determined under Part 
I.3 of the Act) of the corporation for the year, 


B is the total of all amounts each of which is the 
amount, determined in accordance with Part IV 
(or, in the case of an airline corporation, that 
would be so determined if the corporation had a 
permanent establishment in every province and if 
paragraphs 407(1)(a) and (b) were read without 
reference to the words “in Canada’), of the cor- 
poration’s taxable income earned in the year in a 
particular province or the amount of its taxable 
income that would, pursuant to that Part, be 
earned in the year in a province if all permanent 
establishments of the corporation in Canada were 
in a province, and 


C is the corporation’s taxable income for the year, 


except that, where the corporation’s taxable income 
for the year is nil, the corporation shall, for the pur- 
poses of this section, be deemed to have a taxable 
income for the year of $1,000. 

History: S. 8601 enacted by P.C. 1994-556, s. 2, April 14, 1994, 


Canada Gazette, Part II, May 4, 1994, applicable with respect to 
taxation years ending after June 30, 1989. 


8602. [Prescribed proportion of amount 
under s. 123.2] — For the purposes of paragraph 
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(b) of the definition “Canadian surtax payable” in 

subsection 125.3(4). of the,Act, the prescribed pro- 
portion of the amount determined under section 
123.2 of the Act in respect of a corporation for a tax- 
ation oe is the amount determined by the formula 


Aye 
C 


where 


A is the amount determined Dutiey section 123.2 of 
the Act in respect of the corporation for the year; 


B is | 
(a) where the corporation carried ona life in- 
surance business at any time in the year, the 


corporation’s taxable capital (as determined 
under Part I.3 of the Act) for the year, and 


(b) in any other case, the corporation’s taxable 
capital employed in Canada (as would be de- 

_ termined under Part I.3 of the Act if that Part 
__ were read without reference to paragraphs 
~ 181.3(1)(a) and (b) thereof) for the year; and 


C_ is,the corporation’s taxable capital (as determined 
under Part I.3 of the Act) for the year, . 
History: S: 8602 enacted by P.C. 1994-556, s.:2, April 14, 1994, 


Canada Gazette, Part Il, May 4, 1994, applicable with respect to 
taxation years. ending after June 30, 1989. 


8603. [Definitions] — For, the purposes of Part VI 
of the Act, 


(a) “Canadian assets” of a corporation that is a 
financial institution (as defined in subsection 
190(1) of the Act) at any time in a taxation year 
means, in respect of that year, the amount that 
would be determined under the definition “Cana- 
dian assets” in section 8600 in respect of the cor- 
poration for the year if the reference in that defi- 
nition to “subsection 181(1)” were read as a 
reference to “subsection 190(1)” and paragraph 
(b) of that definition were read as follows: 


“(b). the. total. determined under section 

190.14 of the Act in respect of the. corpora- 
tion’s investments for the year in financial 
institutions related to it, and”; 


(b) “total assets” of a corporation that is a finan- 
cial institution (as defined in subsection 190(1) of 
the Act) at any time in a taxation year means, in 
respect of that year, the amount that would be de- 
termined under the definition “total assets” in 
section 8600 in respect of the corporation for the 
year if the reference in that definition to “subsec- 
tion 181(1)” were read as a reference to “subsec- 
tion 190(1)” and paragraph be of that definition 
were read as follows: 


“(b). the ‘total determined. under. section 
190.14 of the Act in respect of the corpora- 
- tion’s investments for the year in financial 

institutions related to it;’; and 
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(c) “attributed surplus’’, “Canadian reserve liabili- 
ties”. and “‘total reserve liabilities’? have. the same 
. respective meanings as in section 8600. 


History: S. 8603 enacted by P.C: 1994-556, s. 2, April 14, 1994, 
Canada Gazette; Part Il, May 4, 1994, applicable to-1990 er seq. 


8604. [Prescribed corporations] — For the pur- 
poses’ of paragraph (g) of the definition “financial in- 
stitution” in subsection 181(1) of the Act, each of the 
following corporations is a prescribed corporation: 


(a) a corporation of which all or substantially all 
of the assets are shares or indebtedness of finan- 
cial institutions (as defined in that subsection) to 
which the corporation is related; 


(b) AVCO Financial Services. Canada Limited; 
(c) AVCO Financial Services Realty Limited; 
(d) AVCO Financial Services Quebec Limited; 
(e) General Motors Acceptance. Corporation of 
Canada, Limited; ! 
(f) Household Financial Corporation Limited; 
(g) Household Finance Corporation of Canada; 
(h) Household Realty Corporation Limited; 
(i) Merchant Retail Services Limited; 
Qj) Superior Acceptance Corporation Limited; 
(k) Superior Credit Corporation Limited; 
(1) Crédit Industriel Desjardins; 
(m) Beneficial Canada Inc.; 
(o) RT Mortgage-Backed Securities Limited; 
(p) RT Mortgage-Backed Securities I Limited; 
(q) T. Eaton Acceptance Co. Limited; 

_(r) National Retail Credit Services Limited; 
(s) Ford Credit Canada Limited; — 
(t) Principal Fund Incorporated; 
(u) Farm Credit Corporation; and 
(v) Canadian Cooperative eRe: Financial 


Services. 


History: S. 8604 enacted by P.C. 1994-556, s. 2, April 14, 1994, 
Canada Gazette, Part II, May 4, 1994, applicable as follows: that 
portion of s. 8604 preceding para. (b) applicable to 1989 et seq.; 
paras: 8604(b)-(k) applicable to 1991 et seq., and, where a particu- 
lar corporation prescribed therein so elects by notifying the Minister 
of National, Revenue in writing before 1995, to taxation years end- 
ing after June 30, 1989 and before 1991 of the particular corpora- 
tion and all corporations related to the particular corporation; paras. 
8604(1)—(n) applicable to 1994 et seq., and where a particular corpo- 
ration referred to in any of those paras: so-elects by. notifying the 
Minister of National Revenue in writing before 1995, to the taxation 
years ending after June 30, 1989 and before 1994 of the particular 
corporation and ofall corporations related to the particular corpora- 
tion; paras. 8604(0) and-(p) applicable to 1992 et seq.; paras. (q) to 
(u), applicable to 1994 et seq:, and where a, particular corporation 
referred to.in any. of those paras. so elects by.notifying the Minister 
of National Revenue in writing before 1995, to the taxation years 
ending after 1992 and before 1994 of the particular corporation and 
of all corporations related to the particular corporation; and para. 
8604(v) applicable to taxation years commencing after 1993. 
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8605. (1) For the purposes of subclause 
181.3(1)(c)Gi)(A)CD and clause 190.11(b)()(B) of 
the Act, the amount prescribed in respect of a partic- 
ular corporation for a taxation year ending at a par- 
ticular time is the total of all amounts each of which 
is the amount determined in respect of a corporation 
that is, at the particular time, a foreign insurance 
subsidiary of the particular corporation, equal to the 
amount, if any, by which 

(a) the amount by which the total, at the end of 

the subsidiary’s last taxation year ending at or 

before the particular time, of 


(i) the amount of the subsidiary’s long-term 
debt, and 


(ii) the amount of the subsidiary’s capital 
stock (or, in the case of an insurance corpora- 
tion incorporated without share capital, the 
amount of its member’s contributions), re- 
tained earnings, contributed surplus and any 
other surpluses 


exceeds the total of 


(iii) the amount of the subsidiary’s deferred 
tax debit balance at the end of the year, and 


(iv) the amount of any deficit deducted in 
computing the subsidiary’s shareholders’ eq- 
uity at the end of the year 


exceeds the total of all amounts each of which is 


(b) the carrying value to its owner at the particu- 
lar time for the taxation year that includes the 
particular time of a share of the subsidiary’s capi- 
tal stock or its long term debt that is owned at the 
particular time by 


(i) the particular corporation, 
(ii) a subsidiary of the particular corporation, 
(iii) a corporation | 

(A) that is resident in Canada, 


(B) that carried on a life insurance busi- 
ness in Canada at any time in its taxation 
year ending at or before the particular 
time, and 


(C) that is 


(1) a corporation of which the particular 
corporation is a subsidiary, or 


(IJ) a subsidiary of a corporation de- 
scribed in subclause (1), or 


(iv) a subsidiary of a corporation described in 
subparagraph (iit), 
(c) the carrying value to its owner, for the taxa- 
tion year of the owner that includes the particular 
time, of the subsidiary’s long-term debt that was 
owned by a corporation referred to or described 
in any of subparagraphs (b)(i) to (iv), or 
(d) an amount included under paragraph (a) in re- 
spect of any surplus of the subsidiary contributed 
by a corporation described in any of subpara- 
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graphs (b)(i) to (iv), other than an amount in- 
cluded under paragraph (b) or (c). 


(2) For the purposes of subclause 
181.3(1)(c)Gi)(A)C(UD and clause 190.11(b)G)(C) of 
the Act, the amount prescribed in respect of a partic- 
ular corporation for a taxation year ending at a par- 
ticular time is the total of all amounts each of which 
is the amount determined in respect of a corporation 
that is, at the particular time, a foreign insurance 
subsidiary of the particular corporation, erat to the 
amount, if any, by which 


(a) the total of the amounts determined under 
paragraphs (1)(b) and (c) in respect of the subsid- 
iary for the year 


exceeds 


(b) the amount determined under paragraph (1)(a) 
in respect of the subsidiary for the year. 


(3) For the purposes of subclause 
181.3(1)(c)Gi)(A)(V) and clause 190.11(b)G)(E) of 
the Act, the amount prescribed in respect of a partic- 
ular corporation for a taxation year ending at a par- 
ticular time means the total of all amounts each of 
which would be the total reserve liabilities (as de- 
fined in subsection 2405(3)) of a foreign insurance 
subsidiary of the particular corporation as at the end 
of the subsidiary’s last taxation year ending at or 
before the particular time if the subsidiary were re- 
quired by law to report to the Superintendent of Fi- 
nancial Institutions for that year. 


(4) The definitions in this subsection apply in this 
section. 


‘foreign insurance subsidiary” of a particular cor- 
oration at any time means a non-resident corpora- 
y Tp 
tion that 


(a) carried on a life insurance business through- 
out its last taxation year ending at or before that 
time, 


(b) did not carry on a life insurance business in 
Canada at any time in its last taxation year ending 
at or before that time, and 


(c) is at that time 


(i) a subsidiary of the particular corporation, 
and 


(ii) not a subsidiary of any corporation that 
(A) is resident in Canada, 


(B) carried on a life insurance business in 
Canada at any time in its last taxation year 
ending at or before that time, and 


(C) is a subsidiary of the particular 
corporation. 


“subsidiary” of a corporation (in this definition re- 
ferred to as the “parent corporation”) means a corpo- 
ration controlled by the parent corporation where 
shares of each class of the capital stock of the corpo- 
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ration having a’ fair market value of not less than 
715% of the fair market value of all.of the issued and 
outstanding shares of that class belong to 


(a) the parent corporation, 


(b) a corporation that is a subsidiary of the parent 
corporation, or 


(c) any combination of corporations each of 
which is a corporation referred to in paragraph (a) 
or described in paragraph (b). 

History: S. 8605 added by P.C. 1996-1597, s. 1, October 24; 1996, 


Canada Gazette, Part Il, November 13, 1996, applicable to 1991 et 
seq. 3 


Part LXxxvil — National Arts 
Service Organizations 


History: Part LXXXVII (s. 8700) added by P.C. 1994-139, s. 16, 
January 27,1994, Canada Gazette, Part I, February 9, 1994, appli- 
cable after July 13, 1990. 


8700. For the purposes of paragraph 149.1(6.4)(d) of 
the Act, the following conditions are prescribed for a 
national arts service organization: 


(a) the organization is an organization 


(i) that is, because of paragraph 149(1)() of 
the Act, exempt from tax under Part I of the 
Act, ie 


(ii) that represents, in an official language of 
Canada, the community of artists from one or 
more of the following sectors of activity in the 
arts community, that is, theatre, opera, music, 
dance, painting, sculpture, drawing, crafts, de- 
sign, photography, the literary arts, film, 
sound recording and other audio-visual arts, 
and such other sectors of artistic activity re- 
lated to the creation or performance of works 
of art as the Minister of Communications may 
recognize, 


(iii) no part of the income of which may be 
payable to, or otherwise available for the per- 
sonal benefit of, any proprietor, member, 
shareholder, trustee, or settlor of the organiza- 
tion, except where the payment is for services 
rendered or is an amount to which paragraph 
56(1)(n) of the Act applies in respect of the 
recipient, 


(iv) all of the resources of which are devoted 
to the activities and objects described in its 
application for its last designation by the Min- 
ister of Communications pursuant to para- 
graph 1491.1(6.4)(a) of the Act, 


(v) more than SO per cent of the directors, 
trustees, officers or other officials of which 
deal with each other at arm’s length, and 


(vi) no more than 50 per cent of the property 
of which at any time has been contributed. or 
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Reg. $700(b)(xi). 


otherwise paid into the organization by one 
person or by members of a group of. persons 
who do not deal with each other at arm’s 
length and, for the purposes of this subpara- 
graph, a reference to any person or to mem- 
bers of a group does not include a reference to 
Her Majesty in right of Canada or a province, 
a municipality, or a registered charity (other 
than a club, society or association described in 
paragraph 149(1)() of the Act or a private 
foundation as that term is defined in para- 
graph 149.1(1)() [149.1(1)“private founda- 
tion’”] of the Act); and 


(b) the activities of the organization are confined 
to one or more of 


(i) promoting one or more art forms, 


(ii) conducting research into one or more art 
forms, 


(iii) sponsoring arts exhibitions or 
performances, 


(iv) representing interests of the arts commu- 
nity or a sector thereof (but not of individuals) 
before governmental, judicial, quasi-judicial 
or other public bodies, 


(v) conducting workshops, seminars, training 
progtams and similar development programs 
relating to the arts for members of the organi- 
zation, in respect of which the value of bene- 
fits received or enjoyed by members of the or- 
ganization is required by paragraph 56(1)(aa) 
of the Act to be included in computing the in- 
comes of those members, 


(vi) educating the public about the arts com- 
munity or the sector represented. by the 
organization, 


(vii) organizing and sponsoring conventions, 
conferences, competitions and special events 
relating to the arts community or the sector 
represented by the organization, 


(viii) conducting arts studies and surveys of 
interest to members of the organization relat- 
ing to the arts community or the sector repre- 
sented by the organization, 


(ix) acting as an information centre by main- 
taining resource libraries and data bases relat- 
ing to the arts community or the sector repre- 
sented by the organization, 


(x) disseminating information relating to the 
arts community or the sector represented by 
the organization, and 


(xi) paying amounts to which paragraph 
56(1)(n) of the Act applies in respect of the 
recipient and which relate to the arts commu- 


‘nity or the. sector represented by the 


Reg. 8700(b)(xi) 


organization. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Part LXxxvill — Disability- 
related Modifications and 
Apparatus 


History: Part LXXXVIII (s. 8800) added by P.C. 1993-2026, De- 
cember 9, 1993, Canada Gazette, Part II, December 29, 1993, appli- 
cable with respect to renovations and alterations made after 1990. 


8800. The renovations and alterations that are pre- 
scribed for the purposes of paragraph 20(1)(qq) of 
the Act are 


(a) the installation of 
(i) an interior or exterior ramp; or 
(ii) a hand-activated electric door opener; and 


(b) a modification to a bathroom, elevator or 
doorway to accommodate its use by a person in a 
wheelchair. 


8801. The devices and equipment that are prescribed 
for the purposes of paragraph 20(1)(rr) of the Act are 


(a) an elevator car position indicator, such as a 
braille panel or an audio signal, for individuals 
having a sight impairment; 
(b) a visual fire alarm indicator, a listening device 
for group meetings or a telephone device, for in- 
dividuals having a hearing impairment; and 
(c) a disability-specific computer software or 
hardware attachment. | 
History: Para. 8801(c) added by P.C. 1995-579, April 4, 1995, 
Canada Gazette, Part Il, April 19, 1995, applicable to computer at- 


tachments for which amounts are paid by the taxpayer after Febru- 
ary 25, 1992. 2 


S. 8801 added by P.C. 1993-2026, December 9, 1993, Canada Ga- 
zette, Part Il, December 29, 1993, applicable with respect to devices 
or equipment for which amounts are paid by the taxpayer after Feb- 
ruary 25, 1992. 


Part LXXxIX — Prescribed 
Organizations 


8900. For the purposes of paragraph 110(1)(f) of the 
Act, 


(a) the United Nations, and any specialized 
agency that is brought into relationship with the 
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United Nations in accordance with Article 63 of 
the Charter of the United Nations, are prescribed 
international organizations; and 


(b) the International Air Transport Association 
and the International Society of Aeronautical 
Telecommunications are prescribed international 
non-governmental organizations. 


History: S. 8900 added by P.C. 1995-663, s. 1, April 26, 1995, 
Canada Gazette, Part Il, May 17, 1995, applicable to 1991 ef seq., 
except that para. 8900(b) applies only to 1993 et seq. 
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Part LXXXIX — Prescribed Organizations Reg. 9102(1): 
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this subsection referred tc 
ship”) to be a conti 
(in this subsectio 
partnership’), 
of the residu 


of the Act app 


Schedule | — (Secs. 100, 102 and 
106) Ranges of Remuneration 
and of Total Remuneration 


1. For the purposes of paragraph 102(1)(c), the 
ranges of remuneration for each pay period in a taxa- 
tion year shall be determined as follows: 


(a) in respect of a daily pay period, the ranges of 
remuneration shall commence at $28 and increase 
in increments of $1 for each range up to and in- 
cluding $81.99; 


(b) in respect of a weekly pay period, the ranges 
of remuneration shall commence at $129 and in- 
crease in increments of 


(i) $2 for each range up to and including 
$233.99, 


(ii) $4 for each range from $237 to $456.99, 
(iii) $8 for each range from $457 to $896.99, 


(iv) $12 for each range from $897 to 
$1,556.99, 


(v) $16 for each range from $1,557 to 
$2,436.99, and 


(vi) $20 for each range from $2,437 to 
$3,536.99; 


(c) in respect of a bi-weekly pay period, the 


(6) Ceasin: to | ! ranges of remuneration shall commence at $259 
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and increase in increments of 


(i) $4 for each range up to and including 
$474.99, 


(i1) $8 for each range from $475 to $914. 99, 


Gii) $16 for each range from $915 to 
$1,794.99, 


(iv) $24 for each range from $1, 795 to 


»'$12,652.99, and 


(vi) $104 for each range fron eich 653 to 
$18,372.99; 


(g) in respect of four-week pay ‘Benes. the 
. ‘ranges of remuneration shall commence at $518 
and increase in increments of 


(i) $8 for each range up to and re lading 


$3,114.99, $949.99, 
(v) $32 for each range from $3,115.to (ii) $16 for each range from $950 to 
$4,874.99, and $1,829.99, 
(vi) $40 for each range from $4,875. to (iii) $32 for each range from $1,830 to 
$7,074.99; ~ $3,589.99, 
(d) in respect of a semi-monthly pay period, the (iv) $48 for each range from $3,590 to 
ranges of remuneration shall commence at $280 $6,229.99, 
and increase in increments of (v) $64 for each range from $6,230 to 


(i) $4 for each range. up to and including 
$495.99, 


(ii) $8 for each range from $496 to $935.99, 


(iii) $18 for each range from $936. to 
$1,925.99, 


(iv) $26 for each range from $1,926: to 
$3,355.99, 


$9,749.99, and 


(vi) $80 for each range feoin $9,750 to 
$14,149.99; and 


(h) in respect of 22 pay periods per annum, the 
ranges of remuneration shall commence at $306 
and increase in increments of 


(i) $5 for each range up to and including 


(v) $34 for each range ‘from $3,356 to $575.99, | 

$5,225.99, and (ii) $10 for each range from $576 to 

(vi) $44 for each range from $5,226 to $1,125.99, 

$7,645.99: (iii) $18 for each range from $1,126 to 
(e) in respect of 12 monthly pay periods, the $2,115.99, 
ranges of remuneration shall commence at $561 (iv) $28 for each range from $2,116 to 
and increase in increments of $3,655.99, 


(i) $8 for each range up to and including 
$992.99, 

(ii) $18 for» each~range’ from $993 to 
$1,982.99, 


(iii) $34 for each range from $1,983 to | 


$3,852.99, 

(iv) $52 for each range from $3,853 to 
$6,712.99, 

(v) $70 for each range from $6,713 to 
$10,562.99, and 

(vi) $86 for each range from $10,563 to 
$15,292.99; 


(v) $38 for each range from $3,656 to 
$5,745.99, and 


(vi) $48 for each range from $5,746 to 
$8,385.99. 


2. For the purposes of paragraph 102(2)(e), the 
ranges of remuneration for a taxation year shall com- 
mence at $8,300 and increase in increments of 


(a) $1,000 for each range up to and including 
$17,299.99; 
(b) $2,000 for each range from $17,300 to 
$57,299.99; 


(f) in respect of 10 silieil pay periods, the (c) $3,000 for each range from $57,300: to 


ranges of remuneration shall commence at $673 $72,299.99; 

and increase in increments of __. (d) $4,000 for each range from $72,300 to 
(i) $10 for each range up to and including $92,299.99; 
$1,212.99, (e) $5,000 for each range from $92,300 to 
(ii) $20 for each range from $1,213 to $1 174299; 99: 
$2,312.99, (f) $6,000 for each range from $117,300 to 
(iii) $42 for each range from $2,313 to $147,299.99; 
$4,622.99, (g) $7,000 for each range from $147,300 to 
(iv) $62 for each range from $4,623 to $182,299.99; 
$8,032.99, (h) $8,000. for each range from $182,300 to 
(v) $84 for each range) from $8,033 to $222,299.99; 
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(i) $9,000 for each range from $222,300 to 
$267,299.99: 


(j) $10,000 for each range from $267,300 to 
$317,299.99; 


(k) $20,000 for each range from $317,300 to 
$417,299.99; and 


(1) $30,000 for each range from $417,300 to 
$567,299.99. 


3. For the purposes of paragraph 102(2)(e), the 
ranges of personal credits and expenses for a taxa- 
tion year shall commence at $1,500 and increase in 
increments of 


(a) $1,000 for each range up to and including 
$4,499.99; 


(b) $2,000 for each range from $4,500 to 
$8,499.99: 


(c) $2,500 for 
$13,499.99; 


(d) $3,000 for 
$19,499.99; 


(e) $3,500 for 
$26,499.99; 


(f) $4,000 for 
$34,499.99; 


(g) $4,500 for 
$43,499.99; 


(h) $5,000 for each 
$53,499.99; and 


(i) $5,500 for 
$58,999.99. 


History: Para. 1(d) of Sch. I amended by P.C. 1996-501, s. 1, April 
16, 1996, Canada Gazette, Part II, May 1, 1996, effective from Jan- 
uary 1, 1996. 


Para. 1(d) of Sch. I amended by P.C. 1994-1370, s. 3, August 16, 
1994, Canada Gazette, Part Il, September 7, 1994, effective from 
January 1, 1994. 


Ss. 1,2: amended, 3 added, by P.C. 1992-2347, ss. 4, 5, November 
19, 1992, Canada Gazette, Part II, December 2, 1992, effective Jan- 
uary 1, 1992. 


Para. 1(b) to (h) of Sch. I amended by P.C. 1992-291, s. 3, February 
20, 1992, Canada Gazette, Part II, March 11, 1992, effective July 1, 
1991. ~ 


Paras. 1(b) to (h) of Sch. I amended by P.C. 1991-1643, s. 4, Sep- 
tember 5, 1991, Canada Gazette, Part II, September 25, 1991, effec- 
tive January 1, 1991. 

Paras. l(a) to (h) of Schedule I amended by P.C. 1991-732, ss. 3, 4, 
April 18, 1991, Canada Gazette, Part II, May 8, 1991, effective Jan- 
uary 1, 1990. 

Paras. 1(e) to (g) substituted by P.C. 1990-432, s. 3, March 8, 1990, 
Canada Gazette, Part Il, March 28, 1990, effective January 1, 1989. 


Schedule I substituted by P.C. 1989-2105, s. 7, October 19, 1989, 
Canada Gazette, Part Il, November 8, 1989, effective July 1, 1988. 


S. 1 substituted by P.C. 1988-1041, s. 3, June 2, 1988, Canada Ga- 
zette, Part II, June 22, 1988, effective January 1, 1988. 


S. 1 substituted by P.C. 1987-1478, s. 4, July 30, 1987, Canada Ga- 
zette, Part Il, August 19, 1987, effective January 1, 1987. 


each range from $8,500 to 


each range from $13,500 to 


each range from $19,500 to 


each range from $26,500 to 


each range from $34,500 to 


range from $43,500 to 


each range from $53,500 to 
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Schedule I substituted by P.C. 1986-1345, s. 4, June 5, 1986, Can- 
ada Gazette, Part I, June 25, 1986, effective January 1, 1986. (This 
effective date was confirmed by P.C. 1986-2070, September 11, 
1986, Canada Gazette, Part Il, October 1, 1986.) 


Schedule I substituted by P.C. 1985-1645, s. 4, May 16, 1985, Can- 
ada Gazette, Part Il, May. 29, 1985, effective January 1, 1985. 


Paras. 1(a) to (h) substituted by P.C. 1984-3918, December 6, 1984, 
Canada Gazette, Part Il, December 26, 1984, effective July 1, 1984. 


Ss. 1 and 2 substituted by P.C. 1984-3684, November 15, 1984, 
Canada Gazette, Part Il, November 28, 1984, effective January 1, 
1984. 


Paras. 1(a) to (h) substituted by P.C. 1984-775, s. 2, March 8, 1984, 
Canada Gazette, Part Il, March 21, 1984, effective July 1, 1983. 


Schedule I substituted by P.C. 1983-2717, s. 8, September 1, 1983, 
Canada Gazette, Part Il, September 14, 1983, effective January 1, 
1983. 


All that portion of subparas. 1(a)(i), (iii), 1(b)(i), (ili), 1(¢)G), (11), 
1(d)@); Gii), 1(e)G), Git), 10)G), Gil), 1(g)@, (i), 1(h)@), (aii) pre- 
ceding clause (A) substituted by P.C. 1983-1195, subsecs. 2(1) to 
2(16), April 21, 1983, Canada Gazette, Part Il, May 11, 1983, ef- 
fective July 1, 1982. 


All that portion of paras. 2(a) and 2(b) preceding subpara. (i) substi- 
tuted by P.C. 1983-1195, subsecs. 2(17) and 2(18), April 21, 1983, 
Canada Gazette, Part II, May 11, 1983, effective July i, 1982. 


Schedule I substituted by P.C. 1983-1137, s. 5, April 14, 1983, Can- 
ada Gazette, Part I, April 27, 1983, effective January 1, 1982. 


Paras. 2(b), (c) substituted by P.C. 1981-1968, July 16, 1981, Can- 
ada Gazette, Part II, August 12, 1981, effective July 1, 1981. 


Schedule Il — Capital Cost 
Allowances 


History: Schedule B was consolidated and retitled Schedule II, as 
of December 31, 1977, by the Consolidated Regulations of Canada, 
chapter 945, proclaimed in force August 15, 1979, by P.C. 1979- 
1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


Class 1 — (4 per cent) 
[Reg. 1100(1)(a)(i), 1100(1)(za.1), (zc)(i)(A), 
(B)] 


Property not included in any other class that is 
(a) a bridge; 
(b) a canal; 
(c) a culvert; 
(d) a dam; 
(e) a jetty acquired before May 26, 1976; 
(f) a mole acquired before May 26, 1976; 


(g) a road, sidewalk, airplane runway, parking 
area, storage area or similar surface construction, 
acquired before May 26, 1976; 


(h) railway track and grading, including compo- 
nents such as rails, ballast, ties and other track 
material, 
(i) that is not part of a railway system, or 
(ii) that was acquired after May 25, 1976; 
(i) railway traffic control or signalling equipment, 


acquired after May 25, 1976, including switch- 
ing, block signalling, interlocking, crossing pro- 
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Cl. 2 — (6 per cent) 


tection, detection; speed control: or retarding © 
> equipment, but not including property that is | 
‘principally electronic equipment or eens | 


software therefor; 


(j) a subway or tunnel, acquired after May a8, 
He Ga 


(k) electrical generating equipment; 
(1) a pipeline, other than gas or oil well equip- 


“ment, unless, in the case of a pipeline for oil or 
natural gas, the Minister, in consultation’ with the 


_ Minister of Energy, Mines and Resources, is or 

has been satisfied that the main source of supply 
for the pipeline is or was likely to be exhausted 
within 15 years after the date on which operation 
of the pipeline commenced; 


(m) the generating or distributing equipment and 
“plant (including structures) of a producer or dis- 
_ tributor of electrical energy; 


_(n) manufacturing and distributing equipment and 
plant (including structures) acquired primarily for 
the production or distribution of gas, except 

(i) a property acquired for the purpose of pro- 
ducing or distributing gas that is normally dis- 
tributed in portable containers, | 
(ii) a property acquired for the purpose of 
processing natural gas, before the delivery of 
such gas to a distribution system, or | 
(iii), a: property acquired for the. purpose. of 
producing oxygen or nitrogen; 
(0) the distributing equipment and plant (includ- 
ing structures) of a distributor of water; 


(p) the production and distributing equipment and 
plant (including structures) of a distributor of 
heat; or 


(q) a building or other structure, or part thereof, | 


including component parts such as electric wir- 
ing, plumbing, sprinkler-systems, air-condition- 
ing equipment, heating equipment, lighting fix- 
tures, elevators and escalators. 
Related Provisions: Reg. 1101(Se), (S5e.1) — Separate classes; 
4600(1)(a), 4600(2)(a) — Qualified property; 4601(a)@), Gi) — 
Qualified transportation equipment; 4604(1)(a), 4604(2)(a) — Ap- 
proved project property. 


History: Paras. (k) to (q) added by P. C. 1989- 2A6A, S: 10, Decem- > 


ber 14, 1989, Canada Gazette, Part Il, January 3, 1990, applicable 
in respect of property acquired after 1987. 


Interpretation Bulletins: IT-79R3: CCA — Buildings or other 
structures; IT-195R4: Rental property —.CCA restrictions; IT- 
304R: CCA — Condominiums; IT-367R3: Capital cost allow- 
ance — multiple-unit residential buildings; IT-482: Pipelines. 


Class 2 — (6 per cent) 
[Reg. 1100(1)(a)(ii)] 
Property that is 


(a) electrical generating equipment (except as 
specified elsewhere in this Schedule); 


(b) a pipeline, other than gas or oil well \equip-— 


Cl. 2 


ment, unless, in the case of a pipeline for oil or 
natural gas, the Minister in consultation with the 
Minister of Energy, Mines and Resources, is or 
has been satisfied that the main source of supply 
for the pipeline is or was likely to be exhausted 
within 15 years from the date on which operation 
of the pipeline commenced; 


(c) the generating or distributing equipment and 
plant (including structures) of a producer or dis- 
tributor of electrical energy, except a property in- 
cluded in Class 10, 13, 14, 26 or 28; 


(d) manufacturing and distributing equipment and 
plant (including structures) acquired primarily for 
the production or distribution of gas, except 


(1) a property included in Class 10, 13 or 14 


(ii) a property acquired for the purpose of pro- 
ducing or distributing gas that is normally dis- 
_ tributed in portable containers, 


(ili) a. property acquired for the purpose of 
processing natural gas, before delivery of such 
gas to a distribution system, or 


- (iv) a property acquired for the purpose of 
producing oxygen or nitrogen; 


(e) the distributing equipment and plant (includ- 
ing structures) of a distributor of water, except a 
property included in Class 10, 13 or 14; or 


(f) the production and distributing equipment and 
plant Gncluding structures) of a distributor of 
heat, except a property included in Class 10, 13 
or 14 | 

acquired by the taxpayer 
(g) before 1988, or 
(h) before 1990 


(i) pursuant to an obligation. in writing entered 
into by the taxpayer before June 18, 1987, 


(ii) that was under construction by or on be- 
half of the taxpayer on June 18, 1987, or 


(iii) that is machinery or,equipment that is a 
fixed and integral part of a building, structure, 
plant facility or other property that was under 
construction by or on behalf of the taxpayer 
on June 18, 1987. 
Related Provisions: Reg. 1101(5i)— Separate class for certain 
pipelines; Reg. 1103(2); 4600(2)(a) — Qualified property; 
4604(2)(a) — Approved project property. 
History: All that portion following para. (f) added by P.C. 1989- 
2464, s. 11; December 14, 1989, Canada Gazette, Part U, January 3, 
1990, applicable in respect of property acquired after 1987. 
Subpara. (d)(iii) substituted and (d)(iv) added-by P.C. 1986-2590, s. 
20, November 20, 1986, Canada Gazette, Part Il, December 10, 
1986, applicable to property acquired after April 3, 1985. 


Subpara. (d) (iit) substituted by P.C. 1985-890, s. 1, March 21, 1985, 
Canada Gazette, Part TI, April 3, 1985, waren to property ac- 
quired after April 3, 1985. 


Para. (c) substituted by P.C. 1979-1488, s. 2, May 17, 1979, Canada 
Gazette, Part I, June 13, 1979. 
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Interpretation Bulletins: IT-482: Pipelines. 


Class 3 — (5 per cent) 
[Reg. 1100(1)(a)(iii), 1100(1)(sb), (za.2), 
(ze)(i)(C)] 
Property not included in any other class that is 
(a) a building or other structure, or part thereof, 
including component parts such as electric wir- 
ing, plumbing, sprinkler systems, air-condition- 
ing equipment, heating equipment, lighting fix- 
tures, elevators and eocalatare. acquired by the 
taxpayer 
(i) before 1988, or 
(ii) before 1990 
(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 
(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987, or 
(C) that is a component part of a building 
that was under construction by or on be- 
half of the taxpayer on June 18, 1987; 


(b) a breakwater; 
(c) a dock; 
(d) a trestle; 
(e) a windmill; 
(f) a wharf; 
(g) an addition or alteration, made during the pe- 
riod that is after March 31, 1967 and before 1988, 
to a building that would have been included in 
this class during that period but for the fact that it 
was included in Class 20; 
(h) a jetty acquired after May 25, 1976; 
(i) a mole acquired after May 25, 1976; 
(j) telephone, telegraph or data communication 
equipment, acquired after May 25, 1976, that is a 
wire or cable; 
(k) an addition or alteration, other than an addi- 
tion or alteration described in paragraph (k) of 
Class 6, made after 1987, to a building included, 
in whole or in part, 
(1) in this class, 
(ii) in Class 6 by virtue of subparagraph 
(a)(viil) thereof, or 
(iii) in Class 20, 
to the extent that the aggregate cost of all such 
additions or alterations to the building does not 
exceed the lesser of 
(iv) $500,000, and 
(v) 25 per cent of the aggregate of the 
amounts that would, but for this paragraph, be 
the capital cost of the building and any addi- 


tions or alterations thereto included in this 
class or Class 6 or 20; or 


Income Tax Regulations, Sch. II 


(1) ancillary to a wire or cable referred to in para- 
graph (j) or Class 42 and that is supporting equip- 
ment such as a pole, mast, tower, conduit, is 
crossarm, guy or insulator. 
Related Provisions: Reg. 1101(Se.2), (5f) — Railway trestles — 
separate classes; 1102(15)(a), 1103(2f); 4600(1)(a) — Qualified 
property; 4601(a)(iii) — Qualified transportation equipment; 
4604(1)(a) — Approved project property. 
History: Para. (j) substituted, (1) added, by P.C. 1994-139, s. 17, 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired by a taxpayer after December 23, 1991, 
other than property acquired pursuant to an agreement in writing 
entered into by the taxpayer before December 24, 1991, except that 


(a) where the taxpayer so elects in a letter that is filed with the 
Minister of National Revenue on or before August 8, 1994 or in 
a letter that is attached to the taxpayer’s return of income filed 
in accordance with s. 150 of the Income Tax Act for the tax- 
payer’s first taxation year ending after December 23, 1991, 
those provisions apply to property acquired by the taxpayer af- 
ter the beginning of that year; 

(b) with respect to property acquired before December 24, 1991 
in respect of which an election referred to in para. (a) applies, 
para. (1) shall be read without reference to the words “or Class 
42” and Schedule II shall be read without reference to Class 42; 
and 


(c) with respect to property acquired after December 23, 1991 
and before February 9, 1994, para. (1) shall be read without ref- 
erence to the words “or Class 42”. 


Para. (a) substituted, (k) added, by P.C. 1989-2464, subsecs. 12(1), 
(3), December 14, 1989, Canada Gazette, Part II, January 3, 1990, 
applicable in respect of property acquired after 1987. 


Para. (g) substituted by subsec. 12(2) of the said P.C. 1989-2464, 
applicable in respect of property acquired after 1978. 


Para. (g) substituted by P.C. 1978-3768, s. 2, December 14, 1978, 
Canada Gazette, Part II, December 27, 1978, effective January 1, 
1979. 


Interpretation Bulletins: IT-79R3: CCA — buildings or_ other 
structures; IT-195R4: Rental property — CCA restrictions; IT- 
304R: CCA — Condominiums; IT-367R3: Capital cost allow- 
ance — multiple-unit residential buildings. 


Class 4 — (6 per cent) 
[Reg. I100(1)(a)(iv)] 
Property that would otherwise be included in another 
class in this Schedule that is 


(a) a railway system or a part thereof, except au- 
tomotive equipment not designed to run on rails 
or tracks, that was acquired after the end of the 
taxpayer’s 1958 taxation year and before May 26, 
1976; or 


(b) a tramway or trolley bus system or a part 
thereof, except property included in class 10, 13 
or 14. 


Related Provisions: Reg. 1102(10)(a), 1103(2), 1104(2)‘tram- 
way or trolley bus system”. 


Class 5 — (10 per cent) 
[Reg. 1100(1)(a)(v)] 
Property that is 
(a) a chemical pulp mill or ground wood pulp 


2476 


Cl. 7 — (15 per cent) 


mill including buildings, machinery and equip- 
ment, but not including hydro-electric power 
plants and their equipment, or 


(b) an integrated mill producing chemical pulp or 
ground wood pulp and manufacturing therefrom 
paper, paper board or pulp board, including 
buildings, machinery and equipment, but not in- 
cluding hydro-electric power plants and their 
equipment, 

but not including any property that was acquired af- 

ter the end of the taxpayer’s 1962 taxation year. 


Class 6 — (10 per cent) 
[Reg. 1100(1)(a)(vi), 1100(1)(sb), (zc)(i)(D)] 
Property not included in any other class that is 
(a) a building of 
(i) frame, 
(11) log, 
(iii) stucco on frame, 
(iv) galvanized iron, or 
(v) corrugated metal, 
construction, including component parts such as 
electric wiring, plumbing, sprinkler systems, air- 
conditioning equipment, heating equipment, 
lighting fixtures, elevators and escalators, if the 
building 
(vi) is used by the taxpayer for the purpose of 
gaining or producing income from farming or 
fishing, 
(vii) has no footings or any other base support 
below ground level, 
(viii) was acquired by the taxpayer before 
1979 and is not a building described in sub- 
paragraph (vi) or (vii), 
(ix) was acquired by the taxpayer after 1978 
under circumstances such that 
(A) he was obligated to acquire the build- 
ing under the terms of an agreement in 
writing entered into before 1979, and 
(B) the installation of footings or any other 
base support of the building was com- 
menced before 1979, or 
(x) was acquired by the taxpayer after 1978 
under circumstances such that 
(A) he commenced construction of the 
building before 1979, or 
(B) the construction of the building was 
commenced under the terms of an agree- 
ment in writing entered into by him before 
1979, and 
the installation of footings or any other base 
support of the building was commenced 
before 1979; 
(b) a wooden breakwater; 


Cl. 7(c)(ii) 


(c).a fence; 
(d) a greenhouse; 
(e) an oil or water storage tank; 


(f) a railway tank car acquired before May 26, 
1976; 


(g) a wooden wharf; 


(h) an aeroplane hangar acquired after the end of 
the taxpayer’s 1958 taxation year; 


(i) an addition or alteration, made 


(A) during the period that is after March 
31, 1967 and before 1979, or 


(B) after 1978 if the taxpayer was obli- 
gated to have it made under the terms of an 
agreement in writing entered into before 
1979; 


to a building that would have been included in 
this class during that period but for the fact that it 
was included in Class 20; 


(j) a railway locomotive acquired after May 25, 
1976, but not including an automotive railway 
car; or 


(k) an addition or alteration, made after 1978 to a 
building included in this class by virtue of sub- 
paragraph (a)(viil), to the extent that the aggre- 
gate cost of all such additions and alterations to 
the building does not exceed $100,000. 
Related Provisions: Reg. 1102(15)(a), 1103(2f); 4600(1)(a) — 
Qualified property; 4601(b)(i) — Qualified transportation equip- 
ment; 4604(1)(a) — Approved project property. 
History: Subpara. (a)(v) substituted by P.C. 1994-139, s. 18, Janu- 
ary 27, 1994, Canada Gazette, Part Il, February 9, 1994, applicable 
to 1989 et seg. with respect to property acquired after 1987. 


All that portion of para. (a) following subpara. (v) substituted by 
P.C. 1978-3768, subsec. 3(1), December 14, 1978, Canada Gazette, 
Part II, December 27, 1978, effective January 1, 1979. 


Para. (i) substituted by P.C. 1978-3768, subsec. 3(2), December 14, 
1978, Canada Gazette, Part Il, December: 27, 1978, effective Janu- 
ary 1, 1979. 


Para. (k) added by P.C. 1978-3768,.subsec. 3(3), December 14, 
1978, Canada Gazette, Part Il, December 14, 1978, effective Janu- 
ary 1, 1979. 


Interpretation Bulletins: IT-79R3: CCA — buildings or other 
structures; IT-195R4: Rental property — CCA restrictions; IT- 
304R: CCA — Condominiums; IT-367R3: Capital cost allow- 
ance — multiple-unit residential buildings. 


Class 7 — (15 per cent) 
[Reg. 1100(1)(a)(vii)] 
Property that is 
~ (a) a canoe or rowboat; 
(b).a scow; 
(c) a vessel, but not including a vessel 


(i) of a separate class prescribed by subsection 
1101(2a), or 


(ii) included in Class 41; 
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Cl. 7(d) 


(d) furniture, fittings and equipment attached to a 
property included in this class, but not including 
radiocommunication equipment; 


(e) a spare engine for a property included in this 
class; 


(f) a marine railway; or 


(g) a vessel under construction, other than a ves- 
sel included in Class 41. 
Related Provisions: Reg. 1101(2), (2b) — Separate class for cer- 
tain property in Class 7; Reg. 4601(e)(1), Gi) — Qualified transpor- 
tation equipment. 
History: Paras. (c), (g) substituted by P.C. 1989-2464, s. 13, De- 
cember 14, 1989, Canada Gazette, Part H, January 3, 1990, applica- 
ble in respect of property acquired after 1987. 


Interpretation Bulletins: IT-267R2: CCA — vessels; IT-317R: 
Radio and television equipment. 


Class 8 — (20 per cent) 
[Reg. 1100(1)(a)(viii), 1100(1)(sb), (ze)(i)(E), 
(F)] 


Property not included in Class 2, 7, 9, 11 or 30 that 
is 


(a) a structure that is manufacturing or processing 
machinery or equipment; 


(b) tangible property attached to a building and 

acquired solely for the purpose of 

(i) servicing, supporting, or providing access 
to or egress from, machinery or equipment, 


(ii) manufacturing or processing, or 
(iii) any combination of the functions de- 
scribed in subparagraphs (i) and (ii); 
(c) a building that is a kiln, tank or vat, acquired 
for the purpose of manufacturing or processing; 


(d) a building or other structure, acquired after 
February 19, 1973, that is designed for the pur- 
pose of preserving ensilage on a farm; 


(e) a building or other structure, acquired after 
February 19, 1973, that is 


(i) designed to store fresh fruits or fresh vege- 
tables at a controlled level of temperature and 
humidity, and 

(ii) to be used principally for the purpose of 
storing fresh fruits or fresh vegetables by or 
for the person or persons by whom they were 
grown; 


(f) electrical generating equipment acquired after 
May 25, 1976, if 


(i) the taxpayer is not a person whose business 
is the production for the use of or distribution 
to others of electrical energy, 

(ii) the equipment is auxiliary to the tax- 
payer’s main power supply, and 

(i11) the equipment is not used regularly as a 
source of supply; 


(g) electrical generating equipment, acquired af- 
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ter May 25, 1976, that has a maximum load ca- 
pacity of not more than 15 kilowatts; 


(h) portable electrical generating equipment ac- 
quired after May 25, 1976; 

(i) a tangible capital property that is not included 
in another class in this Schedule except 


(i) land or any part thereof or any interest 
therein, 


(11) an animal, 

(iii) a tree, shrub, herb or similar growing 
thing, 

(iv) a gas well, 


(v) a mine, 
(vi) an oil well, 


(vii) radium, 


(vili) a right of way, 
(ix) a timber limit, 
(x) a tramway track, or 


(xi) property of a separate class prescribed by 
subsection 1101(2a); 


(j) property not included in any other class that is 
radiocommunication equipment acquired after 
May 25, 1976; 

(k) a rapid transit car that is used for the purpose 
of public transportation within a metropolitan 
area and is not part of a railway system; 


Cl. 10 — (30 per cent) 


(1) an outdoor advertising poster panel or bulletin 
board; or 


(m) a greenhouse constructed of a rigid frame and 
a replaceable, flexible plastic cover. 


Related Provisions: Reg. 1101(51), (Sp), 1103(2g) — Separate 
class for certain equipment; Reg. 1102(15)(b), 1103(2a) — Election 
to include property in Class 8; 1104(2) — Definition of “specified 
temporary access road”; 4600(2)(c) — Qualified property; 
4601(a)Gv), 4601(b) Gi), 4601(c)(i), 4601(e)(i), 4601(g) — Quali- 
fied. transportation equipment; 4604(1)(a), 4604(2)(c) — Approved 
project. property; Interpretation Act. 35(1) — Definition of 
“radiocommunication”. 


History: Para. (m) added by P.C. 1994-139, s. 19, January 27, 
1994, Canada Gazette, Part II, February 9, 1994, applicable to 1989 
et seq. with respect to property acquired after 1987. 


That portion preceding para. (a) substituted, para. (1) added, by P.C. 
1989-2464, s. 14; December 14, 1989, Canada Gazette, Part II, Jan- 
uary 3, 1990, applicable in respect of property acquired after 1987. 


Para. (k) added by P.C. 1985-2673, s. 1, August 28, 1985, Canada 
Gazette, Part II, September 18, 1985. 


Subpara. (i)(iv) substituted by P.C. 1980-3120, s..1, November 13, 
1980, Canada Gazette, Part II, November 26, 1980. 


Interpretation Bulletins: IT-79R3: CCA — buildings and other 
structures; IT-317R: Radio and television equipment; IT-472: Class 
8 property; IT-482: Pipelines. 


Class 9 — (25 per cent) 
[Reg. 1100(1)(a)(ix)] 
Property acquired before May 26, 1976, other than 
property included in Class 30, that is 
(a) electrical generating equipment, if 
(i) the taxpayer is not a person whose business 


is the production for the use of or distribution 
to others of electrical energy, 


(ii) the equipment is auxiliary to the tax- 
payer’s main power supply, and 
(iii) the equipment is not used regularly as a 
source of supply, 

(b) radar equipment, 

(c) radio transmission equipment, 

(d) radio receiving equipment, 

(e) electrical generating equipment that has a 


maximum load capacity of not more than 15 kilo- 
watts, or 


(f) portable electrical generating equipment, 
and property acquired after May 25, 1976 that is 
(g) an aircraft; 


(h) furniture, fittings or equipment attached to an 
aircraft; or | 

(i) a spare part for an aircraft, or for furniture, fit- 
tings or equipment attached to an aircraft. 


Related Provisions: Reg. 4600(2)(i) — Qualified property; 
4601(f) — Qualified transportation equipment; 4604(2)(h) — Ap- 
proved project; Interpretation Act 35(1) — Definition of “radio”. 


Interpretation Bulletins: IT-317R: Radio and television 


Cl. 10(g)(iv) 


| equipment. 


Class 10 — (30 per cent) 
[Reg. 1100(1)(a)(x), 1100(1)(zc)(i)(G)] 
| Property not included in any other class that is 


(a) automotive equipment, including a trolley 
bus, but not including 


(i) an automotive railway car acquired. after 
May 25, 1976, 


(ii) a railway locomotive, or 

(iii) a tramcar, 
(b) a portable tool acquired after May 25, 1976, 
for the purpose of earning rental income for short 


terms, such as hourly, daily, weekly or monthly, 
except a property described in Class 12, 


(c) harness or stable equipment, 

(d) a sleigh or wagon, 

(e) a trailer, including a trailer designed to be 
hauled on both highways and railway tracks, 


(f): general-purpose electronic data processing 
equipment and systems software therefor; includ- 
ing ancillary data processing equipment, acquired 
after May 25, 1976, but not including property 
that is principally or is used principally as 
(i) electronic process control or monitor 
equipment, 


(11) _ electronic 
equipment, 


communications control 


(111) systems software for a property referred 
to in subparagraph (i) or (ii), or 

(iv) data handling equipment unless it is ancil- 
lary. to, general-purpose . electronic. data 
processing equipment, 


(f.1) a designated underground storage cost, or 


(f.2) an unmanned telecommunication spacecraft 
designed to orbit above the earth, 


and property (other than property included in Class 
41 or property included in Class 43 that is described 
in paragraph (b) of that Class) that would otherwise 
be included in another Class in this Schedule, that is 


(g) a building or other structure (other than prop- 
erty described in paragraph (1) or (m)) that would 
otherwise be included in Class 1, 3 or 6 and that 
was acquired for the purpose of gaining or pro- 
ducing income from a mine, except 


(i) a property included in Class 28, 

(ii) a property acquired principally for the pur- 
pose of gaining or producing income from the 
processing of ore from a mineral resource that 
is not owned by the taxpayer, 

(iii) an office building not situated on the 
mine property, or 

(iv) a refinery that was acquired by the tax- 
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Cl. 10(g)(iv) 


payer 
(A). before November 8, 1969, or 


(B) after November 7, 1969 and that had 
been used before November 8, 1969 by 
any person with whom the taxpayer was 
not dealing at arm’s length; 


(h) contractor’s movable equipment, including 
portable camp buildings, acquired for use in a 
construction business or for lease to another tax- 
payer for use in that other taxpayer’s construction 
business, except a property included in 


(i) this Class by virtue of paragraph (t), 


(ii) a separate. class prescribed by subsection 
1101(2b), or 


(iii) Class 22 or 38; 
(i) a floor of a roller skating rink; 
(j) gas or oil well equipment; 


(k) property (other than a property included in 
Class 28 or property described in paragraph (1) or 
(m)) that was acquired for the purpose of gaining 
or producing income from a mine and that is 


(i) a structure that would otherwise be in- 

cluded in Class 8, or 

(ii) machinery or equipment, 
except a property acquired before May 9, 1972 
for the purpose of gaining or producing income 
from the processing of ore after extraction from a 
mineral resource that is not owned by the 
taxpayer; 
(1) property acquired after the 1971 taxation year 
for the purpose of gaining or producing income 
from a mine and providing services to the mine 
or to acommunity where a substantial proportion 
of the persons who ordinarily work at the mine 
reside, if such property is 


(i) an airport, dam, dock, fire hall, hospital, 
house, natural gas pipeline, power line, recre- 
ational facility, school, sewage disposal plant, 
sewer, street lighting system, town hall, water 
pipeline, water pumping station, water system, 
wharf or similar property, 


(11) a road, sidewalk, aeroplane runway, park- 
ing area, storage area or similar surface con- 
struction, or 
(iii) machinery or equipment ancillary to any 
of the property described in subparagraph (i) 
or (il), 
but is not 
(iv) a property included in Class 28, or 
(v) a railway not situated on the mine 
property; 
(m) property acquired after March 31, 1977, prin- 
cipally for the purpose of gaining or producing 
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income from a mine, if such property is 


(i) railway track and grading including com- 
“ponents such as rails, ballast, ties and other 
track material, 


(ii) property ancillary to the track referred to 
in subparagraph (i) that is 
(A) railway traffic control or signalling 
equipment, including switching, block sig- 
nalling, interlocking, crossing protection, 
detection, speed control or retarding equip- 
ment, or 7 


(B) a PEGE Ei culvert, subway, trestle or 
tunnel, 


(iii) machinery or equipment areal to any 
of the property referred to in subparagraph (1) 
or (11), or 

(iv) conveying, loading, unloading or storing 
machinery or equipment, including a struc- 
ture, acquired for the purpose of shipping out- 
put from the mine by means of the track re- 
ferred to in subparagraph (i), 


but is not 
(v) property included in Class 28, or 
(vi) for greater certainty, rolling stock; 


(n) property that was acquired for the purpose of 
cutting and removing merchantable timber from a 
timber limit and that will be of no further use to 
the taxpayer after all merchantable timber that the 
taxpayer is entitled to cut and remove from the 
limit has been cut and removed, unless the tax- 
payer has elected to include another property of 
this kind in another class in this Schedule; 


(o) mechanical equipment acquired for logging 
operations, except a property included in Class 7; 


(p) an access road or trail for the protection of 
standing timber against fire, insects or disease; 


(q) property acquired for a motion picture drive- 
in theatre; 


(r) property included in this class by virtue of 
subsection 1102(8) or (9), except a property in- 
cluded in Class 28; 

(s) a motion picture film or video tape acquired 
after May 25, 1976, except a ag a ss ea: in 
paragraph (w) or in Class 12 


(t) a property. acquired after May 22, 1979 that is 
designed principally for the purpose of 


(i) determining the existence, location, extent 


Cl. 10 — (30 per cent) 


or quality of accumulations of petroleum or 
natural gas, 


(ii) drilling oil or gas wells, or 


(ili) determining the existence, location, ex- 
tent or quality of mineral resources, 


except a property included in a separate class pre- 
scribed by subsection .1101(2b); 


(u) property acquired after 1980 to be used pri- 
marily in the processing in Canada of heavy 
crude oil recovered from a natural reservoir in 
Canada to a stage that is not beyond the crude oil 
stage or its equivalent that is 


(1) property that would otherwise be included 
in Class 8 except railway rolling stock or a 
property described in paragraph (j) of Class 8, 
(ii) an oil or water storage tank, 


(iii) a powered industrial lift truck that would 
otherwise be included in paragraph (a), or 


(iv) property that would otherwise be included 
in paragraph (f); 
(v) property acquired after August 31, 1984 that 
is equipment used for the purpose’of effecting an 
interface between a cable distribution system and 
electronic products used by consumers of. that 
system and that is designed primarily 


(i) to augment the channel capacity of a televi- 
sion receiver or radio, 


(ii) to decode pay television or other signals 
provided on a discretionary basis, or 


(iii) to achieve any combination of functions 
described in subparagraphs (i) and (ii); or 


(w) a certified production acquired after 1987. 


Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 
film properties for minimum tax purposes; Reg. 1100(1)(m) — Ad- 
ditional allowance — Canadian film or video production; Reg. 
1100(2)(a)Gii) — Half-year rule inapplicable to property in para. 
10(w); Reg. 1100(21), (21.1) — Certified films and video tapes; 
Reg. 1101(5a) — Separate class for spacecraft under Class 10(f.2); 
Reg. 1101(5k)— Separate class for property under Class 10(w); 
Reg. 1101(5k.1) — Separate class for certain property under Class 
10(x); Reg. 1101(5p), 1103(2g) — Separate class for certain equip- 
ment under Class 10(f); Reg. 1102(8)(c), 1102(9)(c) — Generating 
equipment; Reg. 1102(18) — Townsite costs; Reg. 1102(18), 
1103(2e); Reg. 1104(2) — Definitions; Reg. 1104(5), (6), (6.1) — 
Income from a mine; Reg. 1106 — Certificate for Class 10(x); Reg. 
1205(1)(a)(vi)(D), 1205(1)(b) — Earned depletion base; Reg. 
1206(1)“enhanced recovery’ equipment”(a), 1206(1)“processing 
property”, 1206(1)“tertiary recovery equipment”, Reg. 4600(1)(b), 
4600(2)(e), (g), (h) — Qualified. property; Reg. 4601(a)(v), 
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4601(c)(), (ii), 4601(d) — Qualified transportation equipment; Reg. 
4604(1)(b), 4604(2)(d), (f), (g) — Approved project property; Reg. 
Sch. II Cl. 16(g) — Large trucks and tractors; Reg. Sch. II Cl. 41. 


History: That portion of Class. 10 following para. (f.2) and preced- 
ing para. (g) substituted by P.C. 1994-230, s. 9, February 10, 1994, 
Canada ‘Gazette, Part II, February 23, 1994, applicable with respect 
to property acquired after February 25, 1992. 


Para. (e) substituted by P.C. 1994-139, subsec. 20(1), January 27, 
1994, Canada Gazette, Part II, February 9, 1994, applicable with 
respect to property acquired after December 23, 1991. 


That portion of para: (h) preceding subpara. (i) substituted. by the 
said P.C. 1994-139, subsec. 20(2), applicable to property acquired 
after December 23, 1991, other than property acquired by a tax- 
payer before 1993 


(a).pursuant to an agreement in writing entered into by the tax- 
payer before December 24, 1991; or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


Para. (n) substituted by the said P.C. 1994-139, subsec. 20(3), appli- 
cable to 1986 et seq. 


That portion between para. (f.1) and. subpara. (g)(i) substituted 
(para. (f.2) being added), and:subpara. (h)(iii) substituted, by P.C. 
1989-2464, s. 15, December 14, 1989, Canada Gazette, Part II, Jan- 
uary 3, 1990, applicable in respect of property acquired after 1987. 


Para. (s) substituted and para. (w) added, by P.C. 1988-2795, sub- 
secs. 4(1) and (2), December 22, 1988, Canada Gazette, Part II, 
January 18,°1989. Para. (s) is applicable in respect of property ac- 
quired after 1987 and para. (w), in respect of property acquired after 
1987 other than property 


(a) acquired after 1987 pursuant to an agreement in writing en- 
tered into by the taxpayer before June 18, 1987 or pursuant to a 
prospectus, preliminary prospectus, registration statement or of- 
fering memorandum filed before June 18, 1987 with a public 
authority in Canada where the document was required to be 
filed before any trade in securities may commence; or 


(b) that is a film or tape acquired in 1988 that is part of a series 
of films or tapes where the series includes films or tapes that are 
included in Class 12 in Schedule II otherwise than by reason of 
this paragraph and the film or tape is produced at a fixed price 
or by reference to a formula under a production option agree- 
ment entered into by a licensed broadcaster or bona fide film or 
tape distributor before 1988. 


Para. (v) added by P.C. 1986-2770, s. 13, December 11, 1986, Can- 
ada Gazette, Part Il, effective commencing May 23, 1985. 


Para. (u) added by P.C.. 1981-3329, s. 14; November 26, 1981, Can- 
ada Gazette, Part Il, December 9, 1981, effective January 1, 1981. 


Para. (f.1) added by P.C. 1980-3279, s. 4, December 4, 1980, Can- 
ada Gazétte, Part II, December 24, 1980, effective December 12, 
1979. 


Subpara. (g)(v) revoked, all that portion of para. (k) following sub- 
para. (ii) substituted by P.C. 1980-288, January 25, 1980, Canada 
Gazette, Part Il, February 13, 1980. 


Paras.’ (h) substituted, (t) added by P.C. 1979-1487, May 17, 1979, 
Canada Gazette, Part Il, June 13, 1979. 


All that portion of para. (g) preceding subpara. (i) and all that por- 
tion of para. (k) preceding subpara. (i) substituted, para. (m) added 
by P.C. 1978-344, subsecs. 6(1)—(3), February 9; 1978; Canada Ga- 
zette, Part I, February 22, 1978, effective after March 31, 1977. 


Selected Cases [Class 10]: Cargill Ltd. v. Canada, [1996] 3 
C.T.C. 2023 (TCC) (Other uses of equipment did not derogate from 
hauling or transporting function). 


Interpretation Bulletins: IT-306R2: Contractor’s movable equip- 
ment; IT-476: Gas and oil exploration and production equipment; 
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IT-482: Pipelines; IT-501: Logging assets. 


Class 10.1 — (30 per cent) 
[Reg. 1100(1)(a)(x.1)] 
Property that would otherwise be included in Class 
10 that is a passenger vehicle, the cost of which to 
the taxpayer exceeds $20,000 or such other amount 


as may be prescribed for the purposes of subsection 
13(2) of the Act. 


Related Provisions: Reg. 1101(laf) — Separate class; Reg. 
1100(2.5) — 50% CCA in year of disposition; Reg. 7307 (pre- 
scribed amount is $24,000 before sales taxes). 


History: Class 10.1 added by P.C. 1991-2272, s. 5, November 21, 
1991, Canada Gazette, Part II, December 4, 1991, applicable to tax- 
ation years and fiscal periods commencing after June 17, 1987 that 
end after 1987. 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


Class 11 — (35 per cent) 
[Reg. 1100(1)(a)(xi)] 


Property not included in any other class that is used 
to earn rental income and that is 


(a) an electrical advertising sign owned by the 
manufacturer thereof, acquired before May 26, 
1976; or 


(b) an outdoor advertising poster panel or bulletin 
board acquired by the taxpayer 


(i) before 1988, or 
(ii) before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, or 


(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987. 


History: Para. (b) substituted by P.C. 1989-2464, s. 16, December 
14, 1989, Canada Gazette, Part I, January 3, 1990, applicable in 
respect of property acquired after 1987. 


Class 12 — (100 per cent) 
[Reg. 1100(1)(a)(xii), 1100(1)(L)] 
Property not included in any other class that is 
(a) a book that is part of a lending library; 
(b) chinaware, cutlery or other tableware; 
(c) a kitchen utensil costing less than 
(i) $100, if acquired before May 26, 1976, or 
(ii) $200, if acquired after May 25, 1976; 
(d) a die, jig, pattern, mould or last; 


(e) a medical or dental instrument costing less 
than 


(i) $100, if acquired before May 26, 1976, or 
(ii) $200, if acquired after May 25, 1976; 


(f) a mine shaft, main haulage way or similar un- 
derground work designed for continuing use, or 
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any extension thereof, sunk or constructed after 
the mine came into production, to the extent that 
the property was acquired before 1988; 
(g) linen; 
(h) a tool costing less than 
(i) $100, if acquired before May 26, 1976, or 
(ii) $200, if acquired after May 25, 1976; 
(i) a uniform; 
(j) the cutting or shaping part in a machine; 
(k) apparel or costume, including accessories 
used therewith, used for the purpose of earning 
rental income; 
(1) a video tape acquired before May 26, 1976; 
(m) a motion picture film or video tape that is a 
television commercial message; 
(n) a certified feature film or certified production; 
(0) computer software acquired after May 25, 
1976, but not including systems software or prop- 


erty acquired after August 8, 1989 and before 
1993 that is described in paragraph (s); 

(p) a metric scale or a scale designed for ready 
conversion to metric weighing, acquired after 
March 31, 1977 and before 1984 for use in a re- 
tail business and having a maximum weighing 
capacity of 100 kilograms; 


(q) a designated overburden removal cost; or 


(r) a videotape cassette acquired after February 
15, 1984 for the purpose of renting and that is not 
expected to be rented to any one person for more 
than 7 days in any 30 day period; 


and property that would otherwise be included in an- 
other class in this Schedule that is 


(s) acquired by the taxpayer after August 8, 1989 
and before 1993, for use in a business of selling 
goods or providing services to consumers that is 
carried on in Canada, or for lease to another tax- 
payer for use by that other taxpayer in such a bus- 
iness, and that is 


(i) electronic bar code scanning equipment de- 
signed to read bar codes applied to goods held 
for sale in the ordinary course of the business, 


(ii) a cash register or similar sales recording 
device designed with the capability of calcu- 
lating and recording sales tax imposed by 
more than one jurisdiction in respect of the 
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same sale, 


(iii) equipment or computer software that is 
designed to convert a’ cash register or similar 
sales recording device to one having the capa- 
bility of calculating and recording sales tax 
imposed by more than one jurisdiction in re- 
spect of the same sale, or 


(iv). electronic. equipment or computer 
software that is ancillary to property described 
in subparagraph (i), (ii) or (iii) and all or sub- 
stantially all the use of which is in conjunction 
with that property. 
Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 
film properties for minimum tax purposes; ITA 237.1 — Tax shel- 
ters; Reg. 1100(2)(a)(iii) — Half-year rule applies to some Class 12 


property; Reg. 1100(21), (21.1) — Certified films and video tapes; 
Reg. 1104(2), (7). 


History: Para. (f) substituted by P.C. 1990-2780, s. 14, December 
20, 1990, Canada Gazette, Part II, January 16, 1991 applicable to 
1988 et seq. 


Para. (0) amended, and all that portion of Cl. 12 following para. (r) 
added, by P.C. 1990-2067, s. 2, September 27, 1990, Canada Ga- 
zette, Part II, October 10, 1990. 


Para. (n) substituted by P.C. 1986-477, s. 3, February 27, 1986, 
Canada Gazette, Part II, March 19, 1986, applicable in respect of a 
motion picture film or video tape, the principal photography or tap- 
ing of which commenced after 1985. 

Para. (r) added by’ P.C. 1985-2277, s. 20, July 24, 1985, Canada 
Gazette, Part II, August 7, 1985. 


Para. (p) substituted by P.C. 1981-733, s. 2, March 19, 1981, Can- 
ada Gazette, Part II, April 8, 1981. 


Para. (q) added by P.C. 1979-1487, s. 5, May 17, 1979, Canada 
Gazette, Part II, June 13, 1979, effective for the period commencing 
November 17, 1978. 


Para. (p) added by P.C. 1978-344, s. 7, February 9, 1978, Canada 
Gazette, Part II, February 22, 1978, effective after March 31, 1977. 


Interpretation Bulletins: IT-422: Definition of tools; IT-441: 
Certified feature productions. 


Class 13 
[Reg. 1100(1)(b), Schedule II] 


Property that is a leasehold interest and property ac- 
quired by a taxpayer that would, if that property had 
been acquired by a person with whom the taxpayer 
was not dealing at arm’s length at the time the prop- 
erty was acquired by the taxpayer, be a leasehold in- 
terest of that person, except 


(a) an interest in minerals, petroleum, natural gas, 
other related hydrocarbons or timber and property 
relating thereto or in respect of a right to explore 
for, drill for, take or remove minerals, petroleum, 
natural gas, other related hydrocarbons or timber; 


(b) that part of the leasehold interest that is in- 
cluded in another class in this Schedule by reason 
of subsection 1102(5) or (5.1); or 

(c) a property that is included in Class 23. 


Related Provisions: Reg. 1100(2)(a)(iv) — Half-year ruie inap- 
plicable to Class 13 property; Reg. 1700(4) — CCA — Farm- 


Cl. 15 


ing/fishing property owned since before 1972: leasehold interests. 


History: That portion of Class 13 preceding para. (a), and para. (b), 
substituted by P.C. 1994-139, s. 21, January 27, 1994, Canada Ga- 
zette, Part II, February 9, 1994, applicable to property acquired after 
December 23, 1991, other than property acquired by a taxpayer 
before 1993 


(a) pursuant to an agreement in writing entered into by the tax- 
payer before December 24, 1991, or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


Interpretation Bulletins: IT-195R4: Rental property — CCA re- 
strictions; IT-304R: CCA — Condominiums; IT-324: Emphyteutic 
lease. 


Class 14 


[Reg. 1100(1)(c) — apportioned over the life of 
the property (see also Class 44)] 


Property that is a patent, franchise, concession or li- 
cence for a limited period in respect of property, ex- 
cept 


(a) a franchise, concession or licence in respect of 
minerals, petroleum, natural gas, other related hy- 
drocarbons or timber and property relating 
thereto (except a franchise for distributing gas to 
consumers or a licence to export gas from Canada 
or from a province) or in respect of a right to ex- 
plore for, drill for, take or remove minerals, peé- 
troleum, natural gas, other related hydrocarbons 
or timber; 


(b) a leasehold interest; 
(c) a property that is included in Class 23; 
(d) a licence to use computer software; or 


(e) a property that is included in Class 44. 


Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 14 property; Reg. 1103(2h) — Election for patent 
to be in Class 14 instead of Class 44. 


History: Para. (e) added by P.C. 1994-231, s. 4, February 10, 1994, 
Canada Gazette, Part II, February 23, 1994, applicable to property 
acquired after April 26, 1993. 


Para. (d) added by P.C. 1983-3411, s. 2, November 3, 1983, Canada 
Gazette, Part II, November 23, 1983, applicable in respect of prop- 
erty acquired after May 25, 1976. 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”; IT-477: Patents, franchises, concessions and licences. 


Class 15 


[Reg. 1100(1)(f)] 


Property that would otherwise be included in another 
class in this Schedule and that 


(a) was acquired for the purpose of cutting and 
removing merchantable timber from a timber 
limit, and 

(b) will be of no further use to the taxpayer after 
all merchantable timber that the taxpayer is enti- 
tled to cut and remove from the limit has been cut 
and removed, 
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except 


(c) property that the taxpayer has, in the taxation 
year or a preceding taxation year, elected not to 
include in this class, or 
(d) a timber resource property. 
Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 15 property; Reg. 4604(2)(g) — Approved project 
property. 
History: Class 15 substituted by P.C. 1994-139, s..22, January 27, 


1994, Canada Gazette, Part Il, February 9, 1994, applicable to 1986 
et seq. 


Interpretation Bulletins: IT-501: Logging assets. 


Class 16 — (40 per cent) 
[Reg. 1100(1)(a)(xiii)] 
Property acquired before May 26, 1976 that is 
(a) an aircraft, 


(b) furniture, fittings or equipment attached to an 
aircraft, or 


(c) a spare part for a property included in this 
class, 


property acquired after May 25, 1976 that is 
(d) a taxicab, 

property acquired after November 12, 1981 that is 
(e) a motor vehicle that 


(i) would be an automobile as that term is de- 
fined in subsection 248(1) of the Act, if that 
definition were read without reference to para- 
graph (d) thereof, 


(ii) was acquired for the purpose of renting or 
leasing, and 


(iii) is not expected to be rented or leased to 
any person for more than 30 days in any 12 
month period, 


property acquired after February 15, 1984 that is 


(f) a coin-operated video game or pinball 
machine, 


and property acquired after December 6, 1991 that is 


(g) a truck or tractor designed for hauling freight, 
and that is primarily so used by the taxpayer or a 
person with whom the taxpayer does not deal at 
arm’s length in a business that includes hauling 
freight, and that has a “gross vehicle weight rat- 
ing” (as that term is defined in subsection 2(1) of 
the Motor Vehicle Safety Regulations) in excess 
of 11,788 kg. 


Related Provisions: Reg. 4601(c)(i)(A) — Qualified transporta- 
tion equipment. 


History: All that portion of Class 16 following para. (d) substi- 
tuted, para. (g) added, by P.C. 1994-139, s. 23, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to taxation 
years and fiscal periods commencing after June 17, 1987 that end 
after December 31, 1987, except that all that portion following para. 
(e), in its application before December 7, 1991, shall be read as 
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follows: 
and property acquired after February 15, 1984 that is 
(f) a coin-operated video game or pinball machine. 


Para. (e) substituted by P.C. 1991-2272, s. 6, November 21, 1991, 
Canada Gazette, Part Il, December 4, 1991, applicable to taxation 
years and fiscal periods commencing after June 7, 1987 that end 
after 1987. 


All that portion following para. (d) substituted by P.C. 1985-2277, 
s. 21, July 24, 1985, Canada Gazette, Part II, August 7, 1985. 


All that portion of Class 16 of Schedule II following para. (c) sub- 
stituted by P.C. 1983-1083, s. 4, April 14, 1983, Canada Gazette, 
Part Il, April 27, 1983, applicable in respect of property (other than 
property described in Class 31 of Schedule II or paragraph (n) of 
Class 12 of that schedule) acquired or disposed of after November 
12, 1981, property described in the said Class 31 acquired or dis- 
posed of after 1981 and property described in paragraph (n) of the 
said Class 12 acquired or disposed of after 1982. 


Interpretation Bulletins: IT-317R: Radio and television 
equipment. 


Class 17 — (8 per cent) 
[Reg. 1100(1)(a)(xiv)] 
Property that would otherwise be included in another 
class in this Schedule that is 


(a) a telephone system, telegraph system, or a 
part thereof, acquired before May 26, 1976, ex- 
cept 

(i) radiocommunication equipment, or 
(ii) a property included in Class 10, 13, 14 or 
28, 


and property not included in any other class, ac- 
quired after May 25, 1976, that is 


(b) telephone, telegraph or data communication 
switching equipment, except 
(i) equipment installed on customers’ prem- 
ises, Or 
(ii) property that is principally electronic 
equipment or systems software therefor; or 


(c) a road, sidewalk, airplane runway, parking 
area, storage area or similar surface construction. 
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Related Provisions: Reg. 1103(2), 1104(2)“specified temporary 


access road”, “telegraph system”, “telephone system”; Sch. II:Cl. 
29. 


Class 18 — (60 per cent) 
[Reg. 1100(1)(a)(xv)] 
Property that is a motion picture film acquired before 
May 26, 1976, except 
(a) a television commercial message; or 
(b) a certified feature film. 


Class 19 — (50 per cent or 20 per cent) 
[Reg. 1100(1)(n), (0)] 
Property acquired by the taxpayer after June 13, 


1963 and before January 1, 1967 that would other- 
wise be included in Class 8 if, 


(a) in the taxation year in which the property was 
acquired, 
(i) the taxpayer was an individual who was 
resident in Canada for not less than 183 days, 
or ie 
(ii) the taxpayer was a corporation that had a 
degree of Canadian ownership; 


(b) the property was acquired for use in Canada 
‘in a business carried on by the taxpayer that, 


(i) for the fiscal period in which the property 
was acquired, or 


(1) for the fiscal period in which the business 
first commenced selling goods in reasonable 
commercial quantities, 


whichever was later, was a business in which the 

aggregate of 
(iii) its net sales, as they would be determined 
under paragraphs 71A(2)(d) and (f) of the for- 
mer Act (within the meaning assigned by par- 
agraph 8(b) of the Income Tax Application 
Rules), from the sale of goods processed or 
manufactured in Canada by the business, 


(iv) an amount equal to that part of its gross 

revenue that is rent from goods processed or 

manufactured in Canada in the course of the 

business, and 

(v) its gross revenue from advertisements in a 

newspaper or magazine produced: by. the 

business, : 
was not less than 2/3 of the amount by which the 
gross revenue from the business for the period 
exceeded the aggregate of each amount paid or 
credited in the period to.a customer of the busi- 
ness as a bonus, rebate or discount or for returned 
or damaged goods, and was not a business that 
was principally 

(vi) operating a gas or oil well, 


. (vii) logging, 
(viii) mining, 


Cl. 20(b) 


(ix) construction, or 


(x) a combination of two or more of the activ- 
ities referred to in subparagraphs (vi) to (ix); 
and | Me 
(c) the property had not been used for any pur- 
pose whatever before it was acquired by the 
taxpayer. . 
Related Provisions: Reg. 1103(2a) — Election to include prop- 
erty in Class 8.” 


History: Class 19 amended by P.C. 1994-1817, s. 48, November 15 
1994, Canada Gazette, Part Il; November 30, 1994. 


Class 20 — (20 per cent) 


[Reg. 1100(1)(p)] 
Property that would otherwise be included in Class 3 
or 6 my 


(a) that was acquired after December 5, 1963 and 
before April 1, 1967 that is 
(i) a building, 
(ii) an extension to a building, outside the pre- 
viously existing walls or roof of the building, 
if the aggregate cost of the extensions added 
in the aforementioned period exceeded the 
lesser of 


(A) $100,000, and 


(B) 25 per cent of the capital cost to the 
taxpayer of the building on December 5, 
1963, or | 


(ii1) an addition or alteration to a property de- 
scribed in subparagraph (i) or (ii), } 
and that has been certified by the Minister of In- 
dustry, upon application by the taxpayer in such 
form as may be prescribed by the Minister of In- 

dustry, 


(iv) to be situated in an area that was a desig- 
nated area, as determined for the purposes of 
section 71A of the former Act (within the 
meaning assigned by paragraph 8(b) of the Jn- 
come Tax Application Rules), 


(A) at the time the property was acquired, 


(B) in a case where the property was built 
by the taxpayer, at the time construction 
was commenced, or 


(C) in a case where the property was built 
for the taxpayer pursuant to a contract en- 
tered into by the taxpayer, at the time the 
contract was entered into, and 


(v) to have not been used for any purpose 
whatever before it was acquired by the tax- 
payer; or 
(b) the capital cost of which was included in the 
approved capital costs as defined in the Area De- 
velopment Incentives Act upon which approved 
capital cost the Minister of Industry has based. the 
amount of a development grant authorized under 
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that Act. 
Related Provisions: Reg. 1103(2f); 1704(d) — CCA — Farming 
and fishing: leasehold interests; 4600(1)(a) — Qualified property. 


History: Class 20 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part II, November 30, 1994. 


Class 21 — (50 per cent) 


[Reg. 1100(1)(q)] 


Property that would otherwise be included in Class 8 
or 19 


(a) that was acquired after December 5, 1963 and 
before April 1, 1967 and that 


(i) was acquired for use in a business carried 
on by the taxpayer that has been certified by 
the Minister of Industry, for the purposes of 
section 71A of the former Act (within the 
meaning assigned by paragraph 8(b) of the /n- 
come Tax Application Rules), to be a new 
manufacturing or processing business in a 
designated area for the fiscal period in which 
the property was acquired or for a subsequent 
fiscal period, and 


(ii) had not been used for any purpose 
whatever before it was acquired by the tax- 
payer; or 
(b) the capital cost of which was included in the 
approved capital costs as defined in the Area De- 
velopment Incentives Act upon which approved 
capital cost the Minister of Industry has based the 
amount of a development grant authorized under 
that Act. 
Related Provisions: Reg. 1103(2a) — Election to include prop- 
erty in Class 8; Reg. 4600(2)(k) — Qualified property; 
4604(2)G) — Approved project property. 
History: Class 21 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part II, November 30, 1994. 


Class 22 
[Reg. 1100(1)(a)(xvi)] 


Property acquired by the taxpayer after March 16, 
1964 and 


(a) before 1988, or 
(b) before 1990 


(i) pursuant to an obligation in writing entered 
into by the taxpayer before June 18, 1987, or 


(ii) that was under construction by or on be- 
half of the taxpayer on June 18, 1987 


that is power-operated movable equipment designed 
for the purpose of excavating, moving, placing or 
compacting earth, rock, concrete or asphalt, except a 
property included in Class 7. 

Related Provisions: Reg. 4600(2)(e) — Qualified property; 
4603(a) — Qualified construction equipment; 4604(2)(d) — Ap- 
proved project property; Reg. Sch. II:Cl. 38 — Earth-moving equip- 
ment acquired after 1987. 


History: Class 22 substituted by P.C. 1989-2464, s. 17, December 
14, 1989, Canada Gazette, Part Il, January 3, 1990, applicable in 
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respect of property acquired after 1987. 
Class 22 substituted by P.C. 1979-1487, s. 6, May 17, 1979, Can- 
ada Gazette, Part II, June 13, 1979. 


Interpretation Bulletins: IT-411R: Meaning of “construction”; 
IT-469R: CCA — earth-moving equipment. 


Class 23 — (100 per cent) 
[Reg. 1100(1)(a)(xvii)] 
Property that is 


(a) a leasehold interest or a concession in respect 
of land granted under or pursuant to an agreement 
in writing with the Canadian Corporation for the 
1967 World Exhibition where such leasehold in- 
terest or concession is to expire not later than 
June 15, 1968; 


(b) a building or other structure, including com- 
ponent parts, erected on land that is the subject 
matter of a leasehold interest or concession de- 
scribed in paragraph (a) where such building or 
other structure, including component parts, is of a 
temporary nature and is required by the, agree- 
ment to be removed not later than June 15, 1968; 


(c) a leasehold interest or licence in respect of 
land granted under or pursuant to an agreement in 
writing with the Expo 86 Corporation where such 
leasehold interest or licence is to expire not later 
than January 31, 1987; or 


(d) a building or other structure, including com- 
ponent parts, erected on land that is the subject 
matter of a leasehold interest or licence described 
in paragraph (c) where such building or other 
structure, including component parts, 1s of a tem- 
porary nature and is required by the agreement to 
be removed not later than January 31, 1987. 
Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 23. property. 


History: Paras. (c) and (d) added by P.C. 1984-3995, s. 2, Decem- 
ber 13, 1984, Canada Gazette, Part II, January 9, 1985, applicable 
in respect of property acquired after 1983. 


Class 24 — (50 per cent) 
[Reg. 1100(1)(t), (ta)] 


Property acquired after April 26, 1965 and before 
1971 


(a) that would otherwise be included in Class 2, 
3, 6 or 8 and that 


(i) was acquired primarily for the purpose of 
preventing, reducing or eliminating pollution 
of 


(A) any of the inland, coastal or boundary 
waters of Canada, or 


(B) any lake, river, stream, watercourse, 
pond, swamp or well in Canada, 


by industrial waste, refuse or sewage created 
by operations in the course of carrying on a 
business by the taxpayer or that would be cre- 
ated by such operations if the property had not 


2486 


Cl. 24 — (50 per cent) 


been acquired and used, and 


(ii) had not been used for any purpose 
whatever before it was acquired by the 
taxpayer, . 


but not including property acquired for use in the 
production of by-products.or the recovery of 
materials unless the by-products are produced 
from, or the materials are recovered from, materi- 
als that after April 26, 1965, 


(iii) were being discarded as waste by the tax- 
payer, or 


(iv) were commonly being discarded as waste 
by other taxpayers who carried on operations 
of a type similar to the operations carried on 
by the taxpayer, 


and property 


(b) that would otherwise be included in another 
class in this Schedule 


(i) that has not been included by the taxpayer 
in any other class, 


(ii) that had not been used for any purpose 
whatever before it was acquired by the 
taxpayer, 

(iii) that was. acquired by the taxpayer after 
1970 primarily for the purpose of preventing, 
reducing or eliminating pollution of 


(A) any of the inland, coastal or boundary 
waters of Canada, or 


(B) any lake, river, stream, watercourse, 
pond, swamp or well in Canada, 


that is caused, or that, if the property had not 
been acquired and used, would be caused by 


(C) operations carried on by the taxpayer 
at a site in Canada at which operations 
have been carried on by him from a time 
that is before 1974, 


(D) the operation in Canada of a building 
or plant by the taxpayer, the construction 
of which was either commenced before 
1974 or commenced under an agreement in 
writing entered into by him before 1974, or 


(E) the operation of transportation or other 
movable equipment that has been operated 
by the taxpayer in Canada (including any 
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of the inland, coastal or boundary waters 
of Canada) from a time that is before 1974, 


or that was acquired by him after May 8, 
1972, that would otherwise have been prop- 
erty referred to in this subparagraph‘ except 
that 


(F) it was acquired 


(I) for the purpose of gaining or pro- 
ducing income from a business by a 
taxpayer whose business includes the 
preventing, reducing or eliminating of 
pollution of a kind referred to in this 
subparagraph that is caused or that oth- 
erwise would be caused primarily by 
operations referred to in clause (C), (D) 
or (E) carried on by other taxpayers 
(not including persons referred to in 
section 149 of the Act), and 


(II) to be used in a business referred to 
in subclause (I) in the preventing, re- 
ducing or eliminating of pollution of a 
kind referred to in this subparagraph, or 


(G) it was. acquired 


(1) for the purpose of gaining or pro- 
ducing income from’ a property by a 
corporation whose principal business is 
the purchasing of conditional sales con- 
tracts, accounts receivable, bills of sale, 
chattel mortgages, bills of exchange or 
other obligations representing part or 
all of the sale price of merchandise or 
services, the lending of money, or the 
leasing of property, or any combination 
thereof, and 


(II) to be leased to a taxpayer (other 
than a person referred to in section 149 
of the Act) to be used by him, in an op- 
eration referred to in clause (C), (D), 
(E) or (F), in the preventing, reducing 
or eliminating of pollution of a kind re- 
ferred to in this subparagraph, and 


(iv) that has, upon application by the taxpayer 
to the Minister of the Environment, been ac- 
cepted by that Minister as property the pri- 
mary use of which is to be the preventing, re- 
ducing or eliminating of pollution of a kind 
referred to in subparagraph (iii), 


and for the purposes of paragraphs (a) and (b) 


(c) where a corporation (in this paragraph re- 
ferred to as the “predecessor corporation”) has, as 
a result of an amalgamation within the meaning 
assigned by subsection 87(1) of the Act, merged 
at any time after 1973 with one or more other 
corporations to form one corporate entity (in this 
paragraph referred to as the “new corporation’), 
the new corporation shall be deemed to be the 
same corporation as, and a continuation of, the 


Cl. 24(c) 


predecessor: corporation; 

(d) where a corporation (in this paragraph re- 
ferred to as the “‘subsidiary”) has been wound up 
at any time after 1973 in circumstances to which 
subsection 88(1) of the Act applies, the parent 
(within the meaning assigned by that subsection) 
shall be deemed to be the same corporation as, 
and a continuation of, the subsidiary; and 


(e) this class shall be read without reference to 
subparagraph (b)(i) where paragraph (c) or (d) 
applies to the taxpayer and the property was ac- 
quired before 1992. 
Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 24 property; Reg. 4600(1)(a), 4600(2)(k) — Quali- 
fied property; 4604(1)(a), 4604(2)G) — Approved project property. 


History: All that portion of Class 24 following subpara. (b)(iv) ad- 
ded by P.C. 1994-139, s. 24, January 27, 1994, Canada Gazette, 
Part II, February 9, 1994, applicable to 1974 et seq. 

Those portions of Class 24 preceding subpara. (a)(i) and following 
subpara. (a)(iii) and preceding subpara. (b)(i) substituted by jen 
1979-1487, s. 7; May 17, 1979, Canada Gazette, Part II, June 13, 
1979, 


All that: portion of para. (b) preceding subpara. (i) and subpara. 
(b)(iv) substituted by P.C. 1978-345, s. 1, February 9, 1978, Canada 
Gazette, Part II, February 22, 1978, effective on and after January 1, 
1978. 


Interpretation Bulletins: IT-336R: Pollution control property . 


Class 25 — (100 per cent) 
~ [Reg. 1100(1)(a)(xviii)] 
Property that would otherwise be included in another 
class in this Schedule that is property acquired by the 
taxpayer 
(a) before October 23, 1968, or. 
(b) after October 22, 1968 and before 1974, 
where the acquisition of the property may reason- 
ably be regarded as having been in fulfilment of 
an obligation undertaken in an agreement made 
in writing before October 23, 1968 and ratified, 
confirmed or adopted by the legislature of a prov- 
ince by a statute that came into force before that 
date, 
if the taxpayer was, on October 22, 1968, a corpora- 
tion, commission or association to which, on the as- 
sumption that October 22, 1968 was in its 1969 taxa- 
tion year, paragraph 62(1)(c) of the former Act 
(within the meaning assigned by paragraph 8(b) of 
the Income Tax Application Rules), 
(c) would not apply; and 


(d) would have applied but for sabearastatl (1) 
or (ii) of that paragraph. 


Class 26 — (5 per cent) 
[Reg. 1100(1)(a)(xix)] 
Property that is 
(a) a catalyst; or 
(b) deuterium enriched water inet known 


Income Tax Regulations, Sch. II 


as “heavy water’) acquired after May, 22, 1979. 


History: Class 26 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part Il, November 30, 1994. 


Class 26 and rate substituted by P.C. 1979-1488, s. 3, May 17, 
1979, Canada Gazette, Part II, June 13, 1979. 


Class 27 — (50 per cent) 
[Reg. 1100(1)(t), (ta)] 


Property that would otherwise be included in another 
class in this Schedule 


(a) that has not been included by the oe aes in 
any other class; 

(b) that had not been used for any purpose 
whatever before it was acquired by the taxpayer; 
(c) that was acquired by the taxpayer after March 
12, 1970 primarily for the purpose of preventing, 
reducing or eliminating air pollution by 


(i) removing particulate, toxic or injurious 
materials from smoke or gas, or 


(ii) preventing the discharge of part or all of 
the smoke, gas or other air pollutant, 


that is discharged or that, if the property had not 
been acquired and used, would be discharged into 
the atmosphere as a result of 


(iii) operations carried on by the taxpayer at a 
site in Canada at which operations have been 
carried on by him from a time that is before 
1974, 


(iv) the operation in Canada of a building or 
plant by the taxpayer, the construction of 
which was either commenced before 1974 or 
commenced under an agreement in writing en- 
tered into by him before 1974, or 


(v) the operation of transportation or other 
movable equipment that has been operated by 
the taxpayer in Canada (including any of the 
inland, coastal or boundary waters of Canada) 
from a time that is before 1974, 


or that was acquired by him after May 8, 1972, 
_ that would otherwise have been property referred 
to in this. paragraph except that 
(vi) it. was acquired 
(A) for the purpose of gaining or produc- 
ing income from a business by a taxpayer 
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whose business includes the preventing, 
reducing or eliminating of air pollution 
that is caused or that otherwise would be 
caused primarily by operations referred to 
in subparagraphs (iii), (iv) or (v) carried on 
by other taxpayers (not including persons 
referred to in section 149 of the Act), and 


(B) to be used in a business referred to in 
clause (A) in the preventing, reducing or 


eliminating of air pollution in a manner re-- 


ferred to in this paragraph, or 
(vii) it was acquired 


(A) for the purpose of gaining or produc- | 


ing income from a property by a corpora- 
tion whose principal business is the 
purchasing of conditional sales contracts, 
accounts receivable, bills of sale, chattel 
mortgages, bills of exchange or other obli- 
gations representing part or all of the sale 
price of merchandise or services, the lend- 
ing of money, or the leasing of property, or 
any combination thereof, and — 


(B) to be leased to a taxpayer (other than a 
person referred to in section 149 of the 
Act) to be used by him, in an operation re- 
ferred to in subparagraph (iii), (iv), (v) or 
(vi), in the preventing, reducing or elimi- 
nating of air pollution in a manner referred 
to in this paragraph; and 


(d) that has, upon, application. by the taxpayer to 
the Minister of the Environment, been accepted 
by that Minister as property the primary use of 
which is to be the preventing, reducing or elimi- 
nating of air pollution in a manner referred to in 
paragraph (c); 

and for the purposes of paragraphs (a) to (d), 


(e) where a corporation (in this paragraph re- 
ferred to as the “predecessor corporation’’) has, as 
a result of an amalgamation within the meaning 
assigned by subsection 87(1) of the Act, merged 
at any time after 1973 with one or more other 
corporations to form one corporate entity (in this 
paragraph referred to as the “new corporation’’), 
the new corporation shall be deemed to be the 
same corporation as, and a continuation of, the 
predecessor corporation; 


({) where a corporation (in this paragraph referred 
to as the “subsidiary”’) has been wound up at any 
time after 1973 in circumstances to which sub- 
section 88(1) of the Act applies, the parent 
(within the meaning assigned by that subsection) 
shall be deemed. to be the same corporation as, 
and a continuation of, the subsidiary; and 


(g) this class shall be read without reference to 
paragraph (a) where paragraph (e) or (f) applies 
to the taxpayer and the property was acquired 
before 1992. 


Cl. 28(b)(ii)(B) 


Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to.Class 27 property; Reg..4600(1)(a), 4600(2)(k) — Quali- 
fied property; 4604(1)(a), 4604(2)() — Approved project property . 


History: That portion of Class 27 following para. (d) added by P.C. 
1994-139, s. 25, January 27, 1994, Canada Gazette, Part II, Febru- 
ary 9, 1994, applicable to 1974 et seg. 


That portion of Class 27 preceding para. (a) substituted By PC. 
1979-1487, s. 8, May 17, 1979, Canada Gazette, Part II, June 13, 
1979. 


All that portion of Class, 27 preceding para. (a) and para (d) substi- 
tuted by P.C. 1978-345, s. 2, February 9, 1978, Canada Gazette, 
Part Il, February 22, 1978, effective on and after January 1, 1978. 


Interpretation Bulletins: IT-336R: Pollution control property. 


Class 28 
[Reg. 1100(1)(a)(xx), 1100(1)(w), (zc)(i)(H)] 


Property situated in Canada that would otherwise be 
included in another class in this Schedule that 


(a) was acquired by the taxpayer. . 
(i) before. 1988, or 
(ii) before 1990 


(A) pursuant to an obligation in writing en- 
‘tered into by the taxpayer before June 18, 
1987, 


(B) that was under construction by or on 
behalf of the taxpayer on June 18) 1987, or 


(C) that is machinery or equipment that is 
a fixed and integral part of a building, 
structure, plant facility or ‘other property 
that was under construction by or on be- 
half of the taxpayer on June 18, 1987, 


and that 
(b) was acquired by the taxpayer principally for 
the purpose of gaining or producing income from 


one or more mines operated by the taxpayer and 
situated in Canada and each of which 


(i) came into production in reasonable com- 
mercial quantities after November 7, 1969, or 


(ii) was the subject of a major expansion after 
November 7, 1969 


(A) whereby the greatest designed: capac- 
ity, measured in tons of input of ore, of the 
mill that processed the ore from the mine 
was not less than 25 per cent greater in the 
year following the expansion than it was in 
the year preceding the expansion, or 


(B) where, in the one-year period preced- 
ing the expansion, 
(1) no mill processed the ore from the 
mine at any time, or 


(IL) the mill that processed the ore from 
the mine processed other ore, 


and the Minister, in consultation with the 
Minister of Energy, Mines and Resources, 
was Satisfied that the greatest designed ca- 
pacity of the mine, measured in tons of 
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output of ore, immediately after the expan- 
sion was not less than 25 per cent greater 
than the greatest designed capacity of the 
mine immediately before the expansion, 


(c) was acquired by the taxpayer 
(i) after November 7, 1969, 


(ii) before the coming into production of the 
mine or the completion of the expansion of 
the mine referred to in subparagraph (b)(1) or 
(ii), as the case may be, and 


(iii) in the case of a mine that was the subject 
of a major expansion described in subpara- 
graph (b)(ii), in the course of and principally 
for the purposes of the expansion, 


(d) had not, before it was acquired by the. tax- 
payer, been used for any purpose whatever by 
any person with whom the taxpayer was not deal- 
ing at arm’s length, and 


(e) is any of the following, namely, 


(i) property that was acquired before the mine 
came into production and that would, but for 
this class, be included in Class 10 by virtue of 
paragraph (g), (k), (1) or (r) of that class or 
would have been so included in that class if it 
had been acquired after the 1971 taxation 
year, 


(ii) property that was acquired before the mine 
came into production and that would, but for 
this class, be included in Class 10 by virtue of 
paragraph (m) of that class, or 


(iii) property that was acquired after the mine 
came into production and that would, but for 
this class, be included in Class 10 by virtue of 
paragraph (g), (k), (1) or (x) of that class, 


or that would be described in paragraphs (b) to (e) if 
in those paragraphs each reference to a “mine” were 
read as a reference to a “mine that is a location in a 
bituminous sands deposit, oil sands deposit or oil 
shale deposit from which material is extracted”, and 
each reference to “after November 7, 1969” were 
read as “before November 8, 1969”. 


Related Provisions: Reg. 1101(4a), (4b) — Separate class for 
certain property under Class 20; Reg. 1104(5), (6.1) — Income 


from a mine; 1104(7) —Extended meaning of “mine”; 
1205(1)(c) — Earned depletion base — 1206(1)“bituminous sands 
equipment”; 4600(1)(b); 4600(2)(4) — Qualified property; 


4601(a)(vi) — Qualified transportation equipment; 4604(2)(i) 
Approved project property. 

History: Subpara. (b)(ii) substituted by P.C. 1994-139, s. 26, Janu- 
ary 27, 1994, Canada Gazette, Part II, February 9, 1994, applicable 
to expansions of mines commencing after June 18, 1987. 


Class 28 substituted by P.C. 1989-2464, s. 18, December 14, 1989, 
Canada Gazette, Part II, January 3, 1990, applicable in respect of 
property acquired after 1987: 


Subpara. (d)(iii) substituted by P.C. 1980-3279, s. 5, December 4, 
1980, Canada Gazette, Part Il, December 24, 1980, effective in re- 
spect of property acquired after December 11, 1979. 


Subparas. (d)(ii), (iii) substituted for subpara. (ii) by P.C. 1978-344, 


Income Tax Regulations, Sch. If 


s. 8, February 9, 1978, Canada Gazette, Part II, February 22, 1978, 
effective after March 31, 1977. 


Class 29 — (50 per cent) 
[Reg. 1100(1)(t), (ta)] 


Property that would otherwise be included in another 
class in this Schedule 


(a) that is property manufactured by the taxpayer, 
the manufacture of which was completed by him 
after May 8, 1972, or other property acquired by 
the taxpayer after May 8, 1972, 


(i) to be used directly or indirectly by him in 
Canada primarily in the manufacturing or 
processing of goods for sale or lease, or 


(ii) to be leased, in the ordinary course of car- 
rying on a business in Canada of the taxpayer, 
to a lessee who can reasonably be expected to 
use, directly or indirectly, the property in Can- 
ada primarily in the manufacturing or process- 
ing by him of goods for sale or lease, if the 
taxpayer is a corporation whose principal bus- 
iness is 
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(A) leasing property, 


(B) manufacturing property that it sells or. 


leases, 
(C) the lending of money, 


(D) the purchasing of conditional sales 
contracts, accounts receivable, bills of sale, 
chattel mortgages, bills of exchange or 
other obligations representing part or all of 
the sale price of merchandise or services, 
or 
(E) selling or servicing a type of property 
that it also leases, 
or any combination thereof, unless use of the 
property by the lessee commenced before 
May 9, 1972; 
(b) that is 
(i) property that, but for this class, would be 
included in Class 8, except railway rolling 
stock or a property described in paragraph (j) 
of Class 8, ' 
(ii) an oil or water storage tank, 
(iii) a powered industrial lift truck, 


(iv) electrical generating equipment described 
in Class 9, or 


(v) property described in paragraph (b) or (f) 
of Class 10; and 
(c) that is property acquired by the taxpayer 
(i) before 1988, or 
(ii) before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 


(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987, or 


(C) that is machinery or equipment that is 
a fixed and integral part of a building, 
structure, plant facility or other property 
that was under construction by or on be- 
half of the taxpayer on June 18, 1987. 
Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 29 property; Reg. 1104(9), 4600(2)(k) — Defini- 
tion of manufacturing or processing; 4604(2)(j) — Approved pro- 
ject property; Reg. Sch. II Cl. 39. 
History: Para. (c) added by P.C. 1989-2464, s. 19, December 14, 
1989, Canada Gazette, Part Il, January 3, 1990, applicable in re- 
spect of property acquired after 1987. 
Selected Cases [Class 29]: Donohue Normick Inc. v. Canada, 
[1995] E.T.C. 2158; 96 DTC 6061 (FCA) (Classification depends 


Cl. 31(c)Gii) 


on expectation of use of item). 


Interpretation Bulletins: IT-147R3:; CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
411R: Meaning of “construction”. 


Class 30 
[Reg. 1100(1)(a)(xxi)] 
Property that is an unmanned telecommunication 
spacecraft designed to orbit above the earth and ac- 
quired by the taxpayer : 
(a) before 1988, or 
(b) before 1990 


(i) pursuant to an obligation in writing entered 
into by the taxpayer before June 18, 1987, or 


(ii) that was under construction by or on be- 
half of the taxpayer before June 18, 1987. 
Related Provisions: Reg. 1101(5a) — Separate class. 


History: Class 30 substituted by P.C. 1989-2464, s. 20, December 
14, 1989, Canada Gazette, Part II, January 3, 1990, applicable in 
respect of property acquired after. 1987. 


Class 31 — (5 per cent) 
[Reg. 1100(1)(a)(xxii)] 
Property that is a multiple-unit residential building in 


Canada that would otherwise be included in Class 3 
or Class 6 and in respect of which 


(a) a certificate has been issued by Canada Mort- 
gage and Housing Corporation certifying 


(1) in respect of a building that would other- 
wise be included in Class 3, that the installa- 
tion of footings or any other base support of 
the building was commenced 


(A) after November 18, 1974 and before 
1980, or 


(B) after October 28, 1980 and before 
1982, 


as the case may be, and 


(ii) in respect of a building that would other- 
wise be included in Class 6, that the installa- 
tion of footings or any other base support of 
the building was commenced after December 
31, 1977 and before 1979, 


and that, according to plans and specifications for 
the building, not less than 80 per cent of the floor 
space will be used in providing self-contained do- 
mestic establishments and related parking, recrea- 
tion, service and storage areas; 


(b) not more than 20 per cent of the floor space is 
used for any purpose other than the purposes re- 
ferred to in paragraph (a); | 

(c) the certificate referred to in paragraph (a) was 
issued on or before the later of 


(i) December 31, 1981, and 


(i1) the day that is 18 months after the day on 
which the installation of footings or other base 
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support of the building was commenced; and 


(d) the construction of the building proceeds, af- 
ter 1982, without undue delay, taking into consid- 
eration acts of God, labour disputes, fire, acci- 
dents or unusual delay by common carriers or 
suppliers of materials or equipment; 


and that was acquired by the taxpayer 
(e) before June 18, 1987, or 
(f) after June 17, 1987 pursuant to 


(i) an obligation in writing entered into by the 
taxpayer before June 18, 1987, or 


(ii) the terms of a prospectus, preliminary pro- 

spectus, registration statement, offering mem- 

orandum or notice required to be filed with a 

public authority in Canada and filed before 

June 18, 1987 with that public authority. 
Related Provisions: Reg. 1101(5b) — Separate class where 
property cost $50,000 or more. 


History: All that portion of Class 31 following para. (d) added by 
P.C. 1989-2464, s. 21, December 14, 1989, Canada Gazette, Part II, 
January 3, 1990, applicable in respect of property acquired after 
June 18, 1987. 


Para. (d) substituted by P.C. 1982-3667, December 2, 1982, Canada 
Gazette, Part Il, December 22, 1982. 


All that portion of para. (a) preceding subpara. (ii) substituted, pa- 
ras. (c), (d) added by P.C. 1981-733, s. 3, March 19, 1981, Canada 
Gazette, Part II, April 8; 1981, effective commencing October 29, 
1980. 


Subpara. (a)(i) substituted by P.C. 1979-1487, s. 9, May 17, 1979, 
Canada Gazette, Part II, June 13, 1979, effective January 1, 1979. 


Class 31 substituted by P.C. 1978-345, s. 3, February 9, 1978, Can- 
ada Gazette, Part Il, February 22, 1978, effective on and after Janu- 
ary 1, 1978. 


Selected Cases [Class 31]: Blouin v. Canada, [1995] 2 C.T.C. 
412 (FCTD) (Even certificate obtained by fraud is binding upon 
Minister). : 


Interpretation Bulletins: IT-195R4: Rental property — CCA re- 
strictions; IT-304R: CCA — Condominiums; IT-367R3: Capital 
cost allowance — multiple-unit residential buildings. 


Forms: TX87: Application for a copy of a MURB certificate. 


Class 32 — (10 per cent) 
[Reg. 1100(1)(a)(xxiii)] 
Property that is a multiple-unit residential building in 
Canada that would otherwise be included in Class 6 
if the reference to “1979” in subparagraph (a)(viii) of 
that Class were read as a reference to “1980”, and in 
respect of which 


(a) a certificate has been issued by Canada Mort- 
gage and Housing Corporation certifying 


(i) that the installation of footings or any other 
base support of the building was commenced 
after November 18, 1974 and before 1978, 
and 


(ii) that, according to plans and specifications 
for the building, not less than 80% of the floor 
space will be used in providing self-contained 
domestic establishments and related parking, 


Income Tax Regulations, Sch. Il 


recreation, service and storage areas; and 
(b) not more than 20 per cent of the floor space is 
“used for any purpose other than the purposes re- 
ferred to in subparagraph (a)(ii). 
History: All that portion of Class 32 preceding para. (a) substituted 


by P.C. 1978-3768, s. 4, December 14, Canada Gazette, Part Il, De- 
cember 27, 1978, effective January 1, 1979. 


Interpretation Bulletins: IT-i95R4: Rental property — CCA re- 
strictions; IT-304R: CCA — Condominiums; IT-367R3: Capital 
cost allowance — multiple-unit residential buildings.; . 


Forms: TX87: Application for a copy of a MURB certificate. 


Class 33 — (15 per cent) 
[Reg. 1100(1)(a)(xxiv)] 
Property that is a timber resource property. 


Interpretation Bulletins: IT-481: Timber resource property and 
timber limits. 


Class 34 — (50 per cent) 


[Reg. 1100(1)(t), (ta)] 
Property that would otherwise be included in Class 
°2-or 8 


(a) that is 
(i) electrical generating equipment, 


(ii) production equipment and pipelines of a 
distributor of heat, 


(iii) steam generating equipment that was ac- 
quired by the taxpayer primarily for the pur- 
pose of producing steam to operate property 
described in subparagraph (a), or 
(iv) an addition to a property described in sub- 
paragraph (i), (ii) or (ili), 

but not including buildings or other structures, 


(b) that was acquired by the taxpayer after May 
25, 1976, 


(c) that 


(i) was acquired by the taxpayer for use by 
him in a business carried on in Canada, or 


(ii) is to be leased by the taxpayer to a lessee 
for use by the lessee in Canada, and 


(d) that is property in respect of which a certifi- 
cate has been issued 


(i) before December 11, 1979 by the Minister 
of Industry, Trade and Commerce certifying 
that the property is part of a plan designed to 


(A) produce heat derived primarily from 
the consumption of wood wastes or munic- 
ipal wastes, 


(B) produce electrical energy by the utili- 
zation of fuel that is petroleum, natural gas 
or related hydrocarbons, coal, coal gas, 
coke, lignite or peat (in this clause referred 
to as “fossil fuel”), wood wastes or munic- 
ipal wastes, or any combination thereof, if 
the consumption of fossil fuel (expressed 
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as the high heat value of the fossil fuel), if 
any, chargeable to electrical energy on an 
annual basis in respect of the property is 
no greater than 7,000 British Thermal 
Units per kilowatt-hour of electrical en- 
ergy produced, or . 


(C) recover heat that is a by-product of an 
industrial process, or 


(ii) after December 10, 1979 by the Minister 
of Energy, Mines and Resources certifying 
that the property is part of a plan designed to 


(A) produce heat derived primarily from 
the consumption of natural gas, coal, coal 
gas, lignite, peat, wood wastes or munici- 
pal wastes, or any combination thereof, 


(B) produce electrical energy by the utili- 
zation of fuel that is petroleum, natural gas 
or related hydrocarbons, coal, coal gas, 
coke, lignite or peat (in this clause referred 
to as “fossil fuel’), wood wastes or munic- 
ipal wastes, or any combination thereof, if 
the consumption of fossil fuel (expressed 
as the high heat value of the fossil fuel), if 
any, chargeable to electrical energy on an 
annual basis in respect of the property is 
no greater than 7,000 British Thermal 
Units per kilowatt-hour of electrical en- 
ergy produced, or 


(C) recover heat that is a by-product of an 
industrial process, 


and property that was acquired by the taxpayer after 
December 10, 1979 (other than property described in 
paragraph (a)) and would otherwise be included in 
another Class in this Schedule 


(e) that is 


(i) active solar heating equipment including 
solar collectors, solar energy conversion 
equipment, storage equipment, control equip- 
ment, equipment designed to interface solar 
heating equipment with other heating equip- 
ment, and solar water heaters, used to 


(A) heat a liquid or air to be used directly 
in the course of manufacturing or 


plant (including structures) of that producer 
including a canal, a dam, a dyke, an overflow 
spillway, a penstock, a powerhouse complete 
with generating equipment and other equip- 


‘ment ancillary thereto, control equipment, 


fishways or fish bypasses and transmission 
equipment, except distribution equipment and 
a property included in Class 10 or 17, 


(iii) heat recovery equipment that is designed 
to conserve energy or reduce the requirement 
to acquire energy by extracting and reusing 
heat from thermal waste including condensers, 
heat exchange equipment, steam compressors 
used to upgrade low pressure steam, waste 
heat boilers and ancillary equipment such as 
control panels, fans, instruments or pumps, 


(iv) an addition or alteration to a hydro elec- 


_ tric installation described in subparagraph (ii) 


that results in a change in generating capacity 
if the new maximum generating capacity at 
the hydro electric installation does not exceed 
15 megawatts, or 


(v) a fixed location device acquired after Feb- 
ruary 25, 1986, that is a wind energy conver- 
sion system designed to produce electrical en- 
ergy, consisting of a wind-driven turbine, 
generating equipment and related equipment, 
including control and conditioning equipment, 
Support structures, a powerhouse complete 
with equipment ancillary thereto, and trans- 
mission equipment, but not including distribu- 
tion equipment, equipment designed to store 
electrical energy or property included in Class 
10 or 17, 


(f) that 


(i) was acquired by the taxpayer for use by 
him for the purpose of gaining or producing 
income from a business carried on in Canada 
or from property situated in Canada, or 


(ii) is to be leased by the taxpayer to a lessee 
for use by the lessee in-Canada, and 


(g) that is property in respect of which a certifi- 
cate has been issued by the Minister of Energy, 
Mines and Resources, 


processing, 

(B) provide space heating when installed | but not including 

in a new building or other new structure at (h) property in respect of which a certificate is- 
the time of its original construction where sued under paragraph (d) or (g) has been revoked 
that construction commenced after Decem- pursuant to subsection 1104(11), or 


bet lad ALOR (i) property that had been used before it was ac- 


(C) heat water for a use other than a use quired by the taxpayer unless the property had 
described in clause (A) or (B), previously been included in Class 34 for the pur- 
(ii) a hydro electric installation of a producer pose of computing the income of the person from 
of hydro electric energy with a planned maxi- whom it was acquired. 
mum generating capacity not exceeding 15 
megawatts upon completion of site develop- 


ment that is the generating equipment and 
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Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 34 property; Reg. 1100(24), (25) — Limitation on 
deduction for specified energy. property; Reg. 1104(11), 
4600(2)(k) — Qualified property; Reg. 4604(2)(j) — Approved pro- 
ject property. : 

History: That portion of Class 34 preceding para. (a) substituted by 
P.C. 1989-2464, s..22, December 14, 1989, Canada Gazette, Part II, 
January 3, 1990, applicable in respect of property acquired after 
1987. 


Subpara. (e)(v) added by P.C. 1987-2354, November 26, 1987, 
Canada Gazette, Part 11, December 9, 1987. 

Para. (b), subparas. (c)(ii), (f)(ii), cl. (e)G)(B), and that portion fol- 
lowing para. (d) and preceding para. (e) substituted by P.C. 1985- 
2673, s. 2, August 28, 1985, Canada Gazette, Part II, September 18, 
1985. 

Cls. (d)(i)(C), (ii)(C) substituted by. P.C. 1984-2044, subsecs. 5); 
(4), June 14, 1984, Canada Gazette, Part II, June 27, 1984. 
Subpara. (a)(iv) added, paras. (b)—(f) substituted, paras. (g)—() ad- 
ded by P.C. 1980-3323, s. 2, December 4, 1980, Canada Gazette, 


Part II, December 24, 1980; paras. (b)-(i) effective December 11, 
1979. 


Para. (b) and subpara. (c)(ii) substituted by P.C. 1980-327, February 
1, 1980, Canada Gazette, Part II, February 13, 1980, effective Janu- 
ary 1, 1980. 


Class 35 — (7 per cent) 
[Reg. 1100(1)(a)(xxv), 1100(1)(z.1b), 
1100(1)(ze)(i)(D] 
Property not included in any other class that is 
(a) a railway car acquired after May 25, 1976; or 


(b) a rail suspension device designed to carry 
trailers that are designed to be hauled on both 
highways and railway tracks. 

Related Provisions: Reg. 1100(1.13)(a)(viii) — exclusion from 


specified leasing property rules; Reg. 1101(5d), (Sd.1) — Separate 
classes. 


History: Class 35 substituted by P.C. 1994-139, s. 27, January 27, 
1994, Canada Gazette, Part II, February 9, 1994, applicable to prop- 
erty acquired after December 23, 1991, other than property acquired 
by a taxpayer before 1993 


(a) pursuant to an agreement in writing entered into before De- 
cember 24, 1991; or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


Class 36 


Property acquired after December 11, 1979 that is 
deemed to be depreciable property by virtue of para- 
graph 13(5.2)(c) of the Act. 


Related Provisions: Reg. 1101(5g) — Separate class. 


History: Class 36 added by P.C. 1982-599, subsec. 6(2), February 
25, 1982, Canada Gazette, Part I, March. 10,1982, applicable in 
respect of property acquired after December 11, 1979. 


Class 37 — (15 per cent) 
[Reg. 1100(1)(a)(xxvi)] 
Property that would otherwise be included in another 
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class in this Schedule that is property used in con- 
nection with an amusement park, including 


(a) land improvements (other than landscaping) 
for or in support of park activities, including 


(1) roads, sidewalks, parking areas, storage ar- 
'€as, or similar surface constructions, and 


’ (ii) canals, 


(b) buildings (other than warehouses, administra- 
tion buildings, hotels or motels), structures and 
equipment (other than automotive equipment), in- 
cluding 


(1) rides, attractions and appurtenances associ- 
ated with a ride or attraction, ticket booths and 
facades, 


(ii) equipment, furniture and fixtures, in or at- 
tached to a building included in this class, 


(ii) bridges, and 
(iv) fences or similar perimeter structures, and 


(c) automotive equipment (other than automotive 
equipment designed for use on highways or 
Streets), 


and property not included in another class in this 
Schedule that is a waterway or a land improvement 
(other than landscaping, clearing or levelling land) 
used in connection with an amusement park. 
Related Provisions: Reg. 1103(2b) — Election to include earlier 
property in Class 37; Reg. 1104(12) — Meaning of “amusement 
park”; Reg. 1104(12); 4604(1)(a), 4604(2)(k) — Approved project 
property. 

History: Class 37 added by P.C. 1982-599, subsec. 6(2), February 
25, 1982, Canada Gazette, Part Il, March 10, 1982. 


Class 38 
[Reg. 1100(1)(zd)] 


Property not included in Class 22 but that would oth- 
erwise be included in that class if that class were 
read without reference to paragraphs (a) and (b) 
thereof. 

Related Provisions: Reg. 1101(51) — Election for separate class; 
Reg. 4600(2)(e) — Qualified property; 4603(a) — Qualified con- 
struction equipment; 4604(2)(d) — Approved project property. 
History: Class 38 added by P.C. 1989-2464, s. 23, December 14, 


1989, Canada Gazette, Part II, January 3, 1990, applicable in re- 
spect of property acquired after 1987. 


Interpretation Bulletins: IT-411R: Meaning of “contruction”; 
IT-469R: CCA — Earth-moving equipment. 


Class 39 
[Reg. 1100(1)(ze)] 


Property acquired after 1987 and before February 26, 
1992 that is not included in Class 29, but that would 
otherwise be included in that Class if that Class were 
read without reference to subparagraphs (b)(ii1) and 
(v) and paragraph (c) thereof. 

Related Provisions: Reg. 1104(9); 4600(2)(k) — Qualified prop- 


Cl. 41(a)(iii) 


erty; 4604(2)(j) — Approved project property; Sch. II:Cl. 43. 


History: Class 39 substituted by P.C. 1994-230, s. 10, February 10, 
1994, Canada Gazette, Part II, February 23, 1994, applicable to 
property acquired after February 25, 1992. 


Class 39 added by P.C. 1989-2464, s. 23, December 14, 1989, Can- 
ada Gazette, Part II, January 3, 1990, applicable in respect of prop- 
erty acquired after 1987. 


Selected Cases [Class 39]: Will-Kare Paving & Contracting 
Ltd. v. Canada, [1996] 2 C.T.C. 2426 (TCC) (25% of sales insuffi- 
cient to meet test for Class 39). 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
411R: Meaning of “construction”. 


Class 40 


[Reg. 1100(1)(zf)] 


Property acquired after 1987 and before 1990 that is 
a powered industrial lift truck or property described 
in paragraph (b) or (f) of Class 10 and that is prop- 
erty not included in Class 29 but that would other- 
wise be included in that class if that class were read 
without reference to paragraph (c) thereof. 

Related Provisions: Reg. 1103(2e); 4600(2)(k) — Qualified 
property; 4604(2)(j) — Approved project property. 


History: Class 40 added by P.C. 1989-2464, s. 23, December 14, 
1989, Canada Gazette, Part II, January 3, 1990, applicable in re- 
spect of property acquired after 1987. 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment. 


Class 41 — (25 per cent) 
[Reg. 1100(1)(a)(xxvii), 1100(1)(y)] 
Property 


(a) not included in Class 28 that would otherwise 
be included in that class if that class were read 
without reference to paragraph (a) thereof; or 
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(iv) that was under construction by or on be- 
half of the taxpayer on June 18, 1987, or 


(v) that is machinery and equipment that is a 
fixed and integral part of property that was 
_ under construction by or on behalf of the tax- 


- (b) that is property 
(i) described in paragraph (f.1), (g), (j), (kK), 
(1), (m), (x), (t) or (u) of Class 10 that would 
be included in that Class if this Schedule were 
read without reference to this paragraph; 


(11) that is a vessel, including the furniture, fit- 
tings, radio communication equipment and 
other equipment attached thereto, that is de- 
signed principally for the purpose of 
(A) determining the existence, location, © 
extent or quality of accumulations of pe- 
troleum, natural gas or mineral resources, 
or 


(B) drilling oil or gas wells, 


and that was acquired by the taxpayer after 1987 
other than property that was acquired before 1990 


(iii) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, | 
1987, 
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Related Provisions: ITA 13(5) — Reclassification of property as 


Income Tax Regulations, Sch. II 


a result of change in regulations; Reg. 1101(4c), (4d) — Separate 
class for certain property under Class 41(a); Reg. 1102(8)(d), 
1102(9)(d) — Generating equipment; Reg. 1102(18) — Townsite 
costs; Reg. 1104(5) —Income from a mine; Reg. 1104(5.1), 
(5.2) — Gross revenue from a mine; Reg. 1104(7) — Meaning of 
“mine”; Reg. 1104(5), (6), (7), 1205(1)(a)(vi)(D), 1205(1)(c) — 


29 66. 


Earned depletion base; 1206(1)“bituminous sands equipment’, “ter- 
tiary recovery equipment”; 4600(1)(b), 4600(2)(g), G) — Qualified 
property; 4601(a)(vi) — Qualified transportation equipment; 
4604(2)(i) — Approved project property; Reg. Sch. II Cl. 43. 
History: Subpara. (b)(i) substituted by P.C. 1994-230, s. 11, Febru- 
ary 10, 1994, Canada Gazette, Part II, February 23, 1994, applica- 
ble to property acquired after February 25, 1992. 


Class 41 added by P.C. 1989-2464, s. 23, December 14, 1989, Can- 
ada Gazette, Part II, January 3, 1990, applicable in respect of prop- 
erty acquired after 1987. 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


Class 42 — (12 per cent) 
[Reg. 1100(1)(a)(xxviii)] 
Property that is fibre optic cable. 
Related Provisions: Reg. Sch. II Cl. 3(1)-Supporting equipment. 


History: Class 42 added by P.C. 1994-139, s. 28, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to property 
acquired by a taxpayer after December 23, 1991, other than prop- 
erty acquired pursuant to an agreement in writing entered into by 
the taxpayer before December 24, 1991, except that 


(a) where the taxpayer so elects in a letter that is filed with the 
Minister before August 9, 1994, or in a letter attached to the 
taxpayer’s return filed with the Minister in accordance with s. 
150 of the Income Tax Act for the taxpayer’s first taxation year 
ending after December 23, 1991, those provisions apply with 
respect to property acquired by the taxpayer after the beginning 
of that year. 


(b) with respect to property acquired before December 24, 1991 
in respect of which an election referred to in para. (a) applies, 
Schedule II shall be read without reference to Class 42. 


Class 43 — (30 per cent) 
[Reg. 1100(1)(a)(xxix)] 
Property acquired after February 25, 1992 that 


(a) is not included in Class 29, but that would 
otherwise be included in that Class if that Class 
were read without reference to subparagraphs 
(b)(iii) and (v) and paragraph (c) thereof; or 


(b) is property described in paragraph (k) of Class 
10 that would be included in that Class if this 
Schedule were read without reference to this par- 
agraph and paragraph (b) of Class 41 and that 


(i) is not property in respect of which the tax- 
payer has filed with the Minister an election in 
writing, on or before the day on or before 
which the taxpayer’s return of income under 
Part I of the Act for the taxation year in which 
the property was acquired was required to be 
filed or would have been required to be filed 
if tax under that Part were payable by the tax- 
payer for the year, that the property be in- 
cluded in Class 41, and 


(ii) at the time of its acquisition, can reasona- 
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bly be expected to be used entirely in Canada 

"and primarily for the purposes of processing 
ore extracted from a mineral resource located 
in a country other than Canada. 


Related Provisions: ITA 1318.1) — Energy, Mines and Re- 
sources “Technical Guide to Class 43.1” to be determinative; Reg. 
1100(24), (25) — Limitation on deduction for specified energy 
property; Reg. 1102(8)(d), 1102(9)(4) — Generating equipment — 
election for Class 43.1; Reg. 1104(9) — Manufacturing and 
processing; Reg. 1104(13) — Definitions; Reg. 1104(14) — Where 
property not operating due to deficiency, failing or shutdown; Reg. 
4600(2)(k), 4604(2)(j) — Investment tax credit; Reg. 8200.1 — 
Prescribed energy conservation property. 


History: Class 43 added by P.C. 1994-230, s. 12, February 10, 
1994, Canada Gazette, Part Il, February 23, 1994, applicable to 
property acquired after February 25, 1992, except that an election 
referred to therein shall be deemed to be filed on a timely basis if it 
is filed with the Minister of National Revenue before August 23, 
1994. 
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were received to promote the use of Tenew 
energy needs of buildings. — : 


Some participants in the consulta 
income tax incentives ted to either 
National Energy Code for Buildings 
new commercial buildings would nee 
certain amount 1 OF 
Cieney & oC 1€f. 


Class 44 — (25 per cent). 
[Reg. 1100(1)(a)(xxx), 1100(9.1), 1103(2h)] 


Property that is a patent, or a right to use patented 
information for a limited or unlimited period. 


Related Provisions: Reg. 1103(2h) — Election not to include 
property in Class 44. 


History: Class 44 added by P.C. 1994-231, s. 5, February 10, 1994, 
Canada Gazette, Part II, February 23, 1994, applicable to property 
acquired after April 26, 1993. 


Schedule Ill — Capital Cost 
Allowances, Class 13 


History: Schedule H was consolidated and retitled Schedule III, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part Il, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(b), the 
amount that may be deducted in computing the in- 
come of a taxpayer for a taxation year in respect of 
the capital cost to him of a property of Class 13 in 
Schedule II is the lesser of 


(a) the aggregate of each amount determined in 
accordance with section 2 of this Schedule that is 
a prorated portion of the part of the capital cost to 


Income Tax Regulations, Sch. II 


him, incurred in a particular taxation year, of a 
particular leasehold interest; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under section 1100) of property of 
the class. 


2. Subject to section 3 of this Schedule, the prorated 
portion for the year of the part of the capital cost, 
incurred in a particular taxation year, of a particular 
leasehold interest is the lesser of 


(a) '/s of that part of the capital cost; and 


(b) the amount determined by dividing that part 
of the capital cost by the number of 12-month pe- 
riods (not exceeding 40 such periods) falling 
within the period commencing with the beginning 
of the particular taxation year in which the capital 
cost was incurred and ending with the day the 
lease is to terminate. 


3. For the purpose of determining, under section 2 of 
this Schedule, the prorated portion for the year of the 
part of the capital cost, incurred in a particular taxa- 
tion year, of a particular leasehold interest, the fol- 
lowing rules apply: 
(a) where an item of the capital cost of a lease- 
hold interest was incurred before the taxation 
year in which the interest was acquired, it shall be 
deemed to have been incurred in the taxation year 
in which the interest was acquired; 


(b) where, under a lease, a tenant has a right to 
renew the lease for an additional term, or for 
more than one additional term, after the term that 
includes the end of the particular taxation year in 
which the capital cost was incurred, the lease 
shall be deemed to terminate on the day on which 
the term next succeeding the term in which the 
capital cost was incurred is to terminate; 


(c) the prorated portion for the year of the part of 
the capital cost, incurred in a particular taxation 
year, of a particular leasehold interest shall not 
exceed the amount, if any, remaining after de- 
ducting from that part of the capital cost the ag- 
gregate of the amounts claimed and deductible in 
previous years in respect thereof; 


(d) where, at the end of a taxation year, the aggre- 
gate of 


(i) the amounts claimed and deductible in pre- 
vious taxation years in respect of a particular 
leasehold interest, and 
(ii) the proceeds of disposition, if any, of part 
or all of that interest 
equals or exceeds the capital cost as of that time 
of the interest, the prorated portion of any part of 
that capital cost shall, for all subsequent years, be 
deemed to be nil; and 


(e) where, at the end of a taxation year, the un- 
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depreciated capital cost to the taxpayer of prop-° 

erty of Class 13 in Schedule Il is nil; the prorated 

portion of any part of the capital cost as of that 

Smee for all subsequent years, be deemed to 
e nil. . 


Interpretation Bulletins: IT-324: CCA — Emphyteutic lease; 
IT-464R: CCA — Leasehold interests. ; 


4. Where a taxpayer has acquired a property that 
would, if the property had been acquired by a person 
with whom» the taxpayer was not dealing) at arm’s 
length at=the time the property was acquired, be a 
leasehold interest of that pérson, a reference in this 
Schedule: to: a leasehold interest: shall, in respect of 
the. taxpayer, include’ a reference to that property, 
and the terms and conditions of the leasehold interest 
of that property in respect of the taxpayer shall be 
deemed to be the same as those that would have ap- 
plied in respect of that person had that person ac- 
quired the property. 

History: S. 4 added by P.C. 1994-139, s. 29, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to property 


acquired after December 23,'1991, other than property acquired by 
a taxpayer before 1993 . 


(a) pursuant to an agreement in writing entered into by the tax- 
payer before December 24, 1991, or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23) 1991, ; 


Schedule IV — Capital Cost 
Allowances, Class 15 


History: Schedule D was consolidated and retitled Schedule IV; by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(f), the 
amount that may be deducted in computing the in- 
come of a taxpayer fora taxation year in respect of 
property described in Class 15 in Schedule II is the 
lesser of | 


(a) an amount computed on the basis of a rate per 
cord, board foot or cubic metre cut in the taxation 
year; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under section 1100.for the taxation 
year) of property of that class. 
History: Para. 1(a) amended by P.C. 1994-139, s. 30, January 27, 
1994, Canada Gazette, Part II, February 9, 1994, applicable to 1986 
et seq. 


2. Where all the property of the class is used in con- 
nection with one timber limit or section thereof, the 
rate per cord, board foot or cubic metre is the 
amount determined by dividing 

(a) the undepreciated capital cost to the taxpayer 


as of the end of the taxation year (before making 
any deduction under section 1100 for the taxation 


re 
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year) of the property © 


(b) the number of cords, board feet or cubic me- 

__ tres of timber in the limit or section thereof as of 

the commencement of the taxation year, obtained 

by deducting the quantity cut up to that time from 
the amount shown by the latest cruise. 

History: S. 2 substituted by P.C. 1994-139, s. 31, January 27, 1994, 


Canada Gazette, Part II, February 9, 1994, applicable to 1986 et 
seq. : 


3. Where a part of the property of the class is used in 
connection with one timber limit or a section thereof 
anda part is used in connection with another limit or 
section thereof, a separate rate shall be computed for 
each part of the property, in the manner provided in 
section 2 of this Schedule, as though each part of the 


property were the taxpayer’s only property of that 


class. » 


Schedule V — Capital Cost 
Allowances, Industrial Mineral 
Mines 


History: Schedule E was consolidated and retitled Schedule V, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part I, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(g), the 
amount that may be deducted in computing the in- 
come of a taxpayer for a taxation year in respect of a 
property described in that paragraph that is an indus- 
trial mineral mine or a right to remove industrial 
minerals from an industrial mineral mine is the lesser 
of . 


(a) an amount computed on the basis of a rate 
(computed under section 2 or 3 of this Schedule, 
as the case may be) per unit of mineral) mined in 
the taxation year; and 


(b) the undepreciated capital cost to the taxpayer 

as of the end of the taxation year (before making 
any deduction under section 1100) of the mine or 
right. | | 


2. Where the taxpayer has not been granted an allow- 
ance in respect of the mine-or right for a previous 
taxation -year, the rate for a taxation year is an 
amount determined by dividing the capital cost of 
the mine or right to the taxpayer minus the residual 
value, if any, by 


(a) in. any case where the taxpayer has acquired a 
right to remove only a specified number of units, 
the specified number of units of material that he 
acquired a right to. remove; and 


(b) in any other case, the number of units of'com= 
mercially mineable material estimated as being in 
the mine when the mine or right was acquired. : 
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3. Where the taxpayer has been granted an allowance 
in respect of the mine or right in a previous taxation 
year, the rate for the taxation year is 


(a) where paragraph (b) does not apply, the rate 
employed to determine the allowance for the 
most recent year for which an allowance was 
granted; and 


(b) where it has been established that the number 
of units of material remaining to be mined in the 
previous taxation year was in fact different from 
the quantity that was employed in determining 
the rate for the previous year referred to in para- 
graph (a), or where it has been established that 
the capital cost of the mine or right is substan- 
tially different from the amount that was em- 
ployed in determining the rate for that previous 
year, a rate determined by dividing the un- 
depreciated capital cost to the taxpayer of the 
mine or right as of the commencement of the year 
minus the residual value, if any, by 


(i) in any case where the taxpayer has ac- 
quired.a right to remove only a specified num- 
ber of units, the number of units of commer- 
cially mineable material that, at the 
commencement of the year, he had a right to 
remove, and 


(ii) in any other case, the number of units of 
commercially mineable material estimated as 
remaining in the mine at the commencement 
of the year. 


4. In lieu of the aggregate of deductions otherwise 
allowable under this Schedule, a taxpayer may elect 
that the deduction for the taxation year be the lesser 
of 


(a) $100; and 


(b) the amount received by him in the taxation 
year from the sale of mineral. 


5. In this Schedule, “residual value’”’ means the esti- 
mated value of the property if all commercially 
mineable material were removed. 


Interpretation Bulletins [Schedule V]: IT-423: Sale of sand, 
gravel or topsoil; IT-492: Industrial mineral mines. 


Schedule VI — Capital Cost 
Allowances, Timber Limits and 
Cutting Rights 


History: Schedule C was consolidated and retitled Schedule VI, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(e), the 
amount that may be deducted in computing the in- 
come of a taxpayer for a taxation year in respect of 
the capital cost to him of a property, other than a 
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timber resource property, that is a timber limit or a 
right to cut timber from a limit is the lesser of 


(a) the aggregate of 


(i) an amount computed on the basis of a rate 
(determined under section 2 or 3 of this 
Schedule) per cord, board foot or cubic metre 
cut in the year, and 


(ii) the lesser of 


(A) 1/10. of the amount expended by the 
taxpayer after the commencement of his 
1949 taxation year that is included in the 
capital cost to him of the timber limit or 
right, for surveys, cruises or preparation of 
prints, maps or plans for the purpose of ob- 
taining a licence or right to cut timber, and 


(B) the amount expended as described in 
clause (A) minus the aggregate of amounts 
deducted under this subparagraph in com- 
puting the income of the taxpayer in previ- 
ous years; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the year (before making any de- 
duction under section 1100 for the year) of the 
timber limit or right. 

History: Subpara. 1(a)(i) substituted by P.C. 1994-139, s. 32, Janu- 


ary 27, 1994, Canada Gazette, Part II, February 9, 1994, applicable 
to 1986 et seq. 


2. If the taxpayer has not been granted an allowance 
in respect of the limit or right for a previous taxation 
year, the rate for a taxation year is an amount deter- 
mined by dividing 
(a) the capital cost of the limit or right to the tax- 
payer, minus the aggregate of the residual value 
of the timber limit and any amount expended by 
the taxpayer after the commencement of his 1949 
taxation year that is included in the capital cost to 
him of the timber limit or right, for surveys, 
cruises or preparation of prints, maps or plans for 
the purpose of obtaining a licence or right to cut 
timber, 


by 
(b) the quantity of timber in the limit or the quan- 
tity of timber the taxpayer has obtained a right to 
cut, as the case may be, (expressed in cords, 
board feet or cubic metres) as shown by a cruise. 
History: Para. 2(b) substituted by P.C. 1994-139, s. 33, January 27, 


1994, Canada Gazette, Part II, February 9, 1994, applicable to 1986 
et seq. 


3. If the taxpayer has been granted an allowance in 
respect of the limit or nght in a previous taxation 
year, the rate for a taxation year is 


(a) where paragraph (b) does not apply, the rate 
employed to determine the allowance for the 
most recent year for which an allowance was 
granted; and 
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(b) where it has been established that the quantity 
of timber that was in the limit or that the taxpayer 
had a right to cut was in fact substantially differ- 
ent from the quantity that was employed in deter- 
mining the rate for the previous year referred to 
in paragraph (a), or where it has been established 
that the capital cost of the limit or right’ is sub- 
stantially different from the amount that was em- 
ployed in determining the rate for that previous 
year, a rate determined by dividing 


(i) the undepreciated capital cost to the tax- 

payer of the limit or right as of the com- 

mencement of the year, minus the residual 

value, 
by 


(ii) the estimated remaining quantity of timber 
that is in the limit or that the taxpayer has a 
right to cut, as the case may be, (expressed in 
cords, board feet or cubic metres) at the com- 
mencement of the year. 


History: Subpara. 3(b)(ii) substituted by P.C) 1994-139, s. 34, Jan- 
uary 27, 1994, Canada Gazette, Part II, February 9, 1994, applica- 
ble to 1986 et seq. 


4. In lieu of the deduction otherwise determined 
under this Schedule, a taxpayer may elect that the 
deduction for a taxation year to be the lesser ‘of 

(a) $100; and | 


(b) the amount received by him in the taxation 
year from the sale of timber. 


5. In this Schedule, “residual value” means the esti- 
mated value of the property if the merchantable. tim- 
ber were removed. 


Interpretation Bulletins: IT-481: Timber limits and: cutting 
rights. 


Schedule VII — Publicly-Traded 
Shares or Securities 
[Reg. 4400] 


History: Schedule F was consolidated and retitled Schedule VII, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


Schedule F substituted by P.C. 1980-2081, July 31, 1980, Canada 
Gazette, Part II, August 13, 1980. 


Schedule F substituted by P.C. 1980-3472, December 18, 1980, 
Canada Gazette, Part Il, January 14, 1981. 


Legend re Codes Used: 


(1) Close price from the exchange with the largest volume — For 
this day (December 22, 1971) this item. 


(2) Last close price available in the past 4 weeks. 

(3) Mid-point between last bid and ask price in the past 4 weeks. 
(4) No price available under (1), (2), (3). 

All prices are in Canadian funds. 


For abbreviations used, see Part XLIV. 
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A-1 Steel & Iron Foundry (Vancouver) Ltd. (Cl. 


yERS), EX PiOTARONS LU Beier b ales 6.75(3) 
A-1 Steel & Iron Foundry (Vancouver) Ltd. (Cl. 
1) SSCSOUTOES BG | ct oes 6.50(1) 
Aabro Mining & Oils Ltd... 0.0.0.0, (4) 
Abbey Life Insurance Company of Canada. . 

eat SOS UP UO oeD ani jecorispdl (4) 

L’Abbaye Compagnie d’Assurance. Vie du 
Canqda ing and od; bape AA sae (4) 
Wbcourt Metals:In¢.2esiueask% vanoD. an .28(2) 
Aberdeen’ Mitierals-Ltds. (480. epotecd: ahead (4) 
'Abeta Mining Corp. Ltd... 2.00.00. .05(3) 
AbEX Miés: BAPE WS 4487 oli’ h ox. ar .01(3) 
CABINS Gold? Manes Etdle US). ok .03(3) 
Abitibi Asbestos Mining Co. Ltd... .. 1.75(1) 
Abitibi ‘Copper ‘Mines Ltd... D 13(1) 
yabitiby Paper'Co;, Ltd, 6453.7 waneavdsa 7.25(1) 
Compagnie de Papier Abitibi Ltée . . . ..7.25(1) 
Abitibi Paper Co. Ltd. (742% Cu. A. Pr.) 2... 

REE YIN ee SCO OLS SS Tsai ral g 49.50(1) 
Compagnie de Papier Abitibi Ltée (7!2% Cu. A. 
erie iniemationa, Kesourmes 1t0., 49.50(1) 
Abstainers Insurance Co... 2.00.5. 11.00(3) 
Acadia Uranium Mines Ltd. ......... .06(2) 
Accra Explorations Limited ..... 3.04 «1 07(2) 
Accurate Calculation Ltd: ...) 2... 1.13(1) 
Acheron Mines Litdsaii sist beabas .16(1) 
Acklands Limited 4) vawan Uiias> as 7:50(1) 
Acklands Limited (6% Cu. Pr.) 2... . 15.75(2) 
Acklands Limited (6% Cu. Cy. 2nd Pr.):.. .. . 

ECD BOS NChe Ps he). eee lied unite £11.25(1) 
Acme Gas. &'OiliCo: Etdi wt. .22(1) 
Aconme rs ait WANS ee. enietht aad « .02(3) 
Weres Limitéed’s bevel esniM ove 11.63(1) 
Acres Limited (7.20% A. Pr.) ...... 40.00(1) 
Acres Limited (Wt.) ....... bik aaah 2.40(1) 
WerollOl! &'Gas. Ltdil einasnaolewv atl. cian 63(1) 
Adanac Mining & Exploration Ltd. .... .46(2) 
Adera Mining Limited ............. .33(1) 
Admiral Corporation»... 5.2.0. 18.50(3) 
Admiral Mines: Lid) .bad eowiblaH as’ 5(2) 
Advance Red Lake Gold Mines Ltd... .. .04(3) 
Advocate Mines. Ltd: tied. ealnnil. so 1.80(2) 
wetha’ Investment Bids... .85(2) 
Corporation de Placement Aetna ...... .85(2) 
Afton Mines Limited’)... axel anil. 1.21(1) 
A.G.F, Management Ltd. (Cl: B. Pr.) 2...... 

SA4Y, BEQORE Ges 2.08. phd aibenioteT : 5.75(1) 
La Societe de Gestion A.G.F. Ltée (Cat: B. Priv.) 

EUS VNCES JE Botebiiogne » sc 5.75(1) 
AGF Special Fund<htd.§. eid gawel. 3.00(1) 
Aggressive Mining Limited .......... Hhh(3) 
yeIueO Mines sbtd. eee we 1.98(1) 
ApradidusthessLtdi:.! .sbsaa > wb. awin 9.63(1) 
WGT; DataSystems"Ltd.. 2... 1.00(1) 
A.G.T. Informatique Ltée: 2. 0. 2 seu. 1.00(1) 
AHED Music Corp. Ltd... ......... 4.70(1) 
Aiken-Russet Red Lake Mines Ltd. .... .07(3) 
Aimco Industries Ltd............. 16.00(2) 
AGS Resources ‘Lid’... . .btt 2st: 5.90(1) 
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Ajax Mercury Mines Ltd. 2... 0. ...... i 
Ajax Minerals Limited.............. .23(1) 
Akaitcho Yellowknife Gold Mines Ltd. ..... 
Mhere jaraeranh- (th) does nob 2a8ly ob 45(2) 
Alakon Metals Limited ........0.5.. .06(2) 
Albany: Oil & Gas Ltd... oa. .45(1) 
Albarmont Mines Corporation ........ .27(2) 
Albatros Gold Mines Ltd. ........0..0040. (4) 
Mines d’Or. Albatros Ltée........ 4-89. (4) 
Alberta Copper Resources Ltd. 1 ...... .40(1) 
Alberta Eastern Gas. Ltd)... a: 8tViu, P22 5.45(1) 
Alberta Gas Trunk Line Co. Ltd... .. 49.75(1) 
Alberta Gas Trunk Line Co. Ltd. (444% Cu. C. 
BT) ic ae pte apy Hei LOS, 76.00(2) 
Alberta Gas Trunk Line Co. Ltd. (5°/s% Cu. Cv. 
DS PI a) 2 cess once oc, oot sep ee ae. 138.00(1) 
Alberta.Gypsum Ltd>, .. Diet .0.7 TOQG3, 803 15(2) 
Alberta Natural Gas Co. Ltd........ 20.00(1) 
Alcan-.Aluminium Ltd. .2).1 9.2 70985. 18.88(1) 
Alcan Aluminium Ltee.. on... a0 «. 18.88(1) 
Alcan Aluminium Ltd. (444% Cu. Cv. Pr.) ... 
SRA SIS, ON Lee ee Bee i ee tne DOP SEL) 
Alcan Aluminium Ltee (414% Cum. Conv. Priv.) 
PEt, 2, Ge SSDS OITE NY SOAT, S. 26.75(1) 
Aichib Development Ltd 200m e208 45(2) 
Alcor Minerals Limited: Porn eve 2 ohh 2b2(2) 
Alexander Red Lake Mines Ltd... .... .03(1) 
Algoma Central Railway Co......... 8.25(1) 
Algoma Steel Corp. Ltd., The ...... 13.38(1) 
Algonquin Building Credits bidiips 20 4.05(2) 
Algonquin Building Credits Ltd. (6% Cu. Pr.) 
ee eee ore) * As OB Oe Sf 4.00(2) 
Alice Arm Mining Ltd.............. yb1(3) 
Alice Lake Mines Limited ... ...28)5..4 23(2) 
Alina Mines & Oil Ltd. 2 oe... es .80(3) 
Ajo. Mines Ltd... os « (TY). 2OUATEL. 2979 (4) 
Allarco Developments Inc. 2........ 4:80(1) 
All Canadian-American Investments Limited 
2S AROMAS FSCO ESD Seog By ae 55(3) 
All-Can Holdings Ltd. (Cl A.) ow... 2... (4) 
All-Can Holdings Ltd. (Cl. B.) ou. ..0 0. (4) 
Allcop Mines. Ltdi Mi iau annie . HAS Bost .02(3) 
Alliance Building Corp. Ltd. (7% Cu. Cv. A. 
Bro: ).malcoal. wewtembrdaasamaoval. 7.00(2) 
Alliance Building Corp. Ltd. . 2. ..... 3.20(1) 
Allied. Mining Corp:swia!. matin wont. 33:25(1) 
Allied Roxana Minerals Limited) ...... .65(1) 
Alliéd. Telemedia Jstd..... Pom teen to .03(3) 
Alininexs Dtdis)t .i),A 1029.2 9p.3)2h) 5.35(1) 
Mseripe C OmsONGatech tia. a nary orn et EUs) 
Altair Mining Corp. Limited .....00.. .10(2) 
Aluminum. Co. of Canada Ltd. (4% Cu. Ist Pr.) 
yhidmed Regnlatonsxal Canada einaomie 18.00(2) 
Aluminium du Canada Limitée (4% Cum. liére 
Driv) SUES So DIA SOR YG BIR 18.00(2) 
Aluminum Co. of Canada Ltd: (4-1/2% Cu. 2nd 
Prijs. POSS. 2. DME IAD ai 36.13(1) 
Aluminium du Canada Limitée (4-1/2% Cum. 
Visine! Priv.) (oF A. Goan bhesrpenenl 36.13(1) 
Abviga\ Minés Ltdi0). 0), Ao Raeaaeeaits .07(2) 
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Alwin Mining Co. Lid. . 2... 0. oe. .64(1) 
Amalgamated Beau Belle Mines Ltd... . .04(2) 
Amalgamated Kirkland Mines Ltd........ (4) 
Amalgamated Larder Mines Ltd. ...... .49(1) 
Amalgamated Properties Ltd.......... 701) 
Amalgamated Rare Earth Mines Ltd. .. . .07(2) 
Amalgamated Resources Ltd:......... :03(2) 
Amalta Oils & Minerals Ltd... 2.0.0... .13(1) 
Ambassador Development Corp. of Canada Ltd. 
.» fA). BPMN 2OFIOISD OIE 701) 
Ambassador Mines Ltd. ............ .09(2) 
Amber Resources; datds: 3; 4538! 443/96) uk .30(2) 
Ameranium Mines Ltd...... 0.4.0.4. .06(2) 
Americ, Minésristds cys, cruises.or.pregate .17(1) 
American Chibougamau Mines Ltd. ...... (4) 
American Copper & Smelting Ltd........ (4) 
American Eagle Petroleums Ltd. ...... .75(1) 
American Leduc Petroleums Ltd....... .09(2) 
American Metropolitan Enterprises Ltd. ..... 
IS Lea ont, SOG 10 doe BIBOO Ae P.15(2) 
American Quasar Petroleum Co. ..... 4.80(2) 
American Uranium Limited. 2.0. 2.0.05. (4) 
Amigo Mines*ictdl f ie sissy Sparta Pes .06(1) 
Anaconda Petroleuny Linnted... .. Fo (4) 
ATICHOEPIVItICS Laltitcd a. a cee 1 eens ZL) 
Anchor’ Petroleums Ltd 2He72 2f) 79.92 .04(3) 
Andacollo Mining Co. Ltd... 2.2.0.0... (4) 
Antdéx’Mines’ btd®?. 8) ¢ POU REN BOP .30(2) 
Angelus Petroleums (1965) Ltd........ .23(1) 
Anglo American Nickel Mining Corp. Ltd. ... 
Bee SE Ee EOE Pog PRE CONT ER (4) 
Anglo-Bomarc Mines Limited ........ .60(2) 
Anglo-Canadian Pulp & Paper Mills Ltd. .... 
eas tect agg csi ty ae ixmreeneir ia Wmty Rese 4.7001) 
Anglo-Canadian Pulp & Paper Mills Ltd. (4- 
Ag rCunCyrPapecegale. of. tHe IVa 14.00(1) 
» Anglo-Canadian Telephone Co. ($2.65 Cu. Pr.) 
AARPAYSE BCE ADS. COMMDIENEETIENL. 0, 34.00(2) 
Anglo-Canadian Telephone Co. ($2.90 Cu. Pr.) 
sothe).-wleviicigs).e HY eh Bs 38.00(1) 
Anglo- ~Ctupadie Telephone Co. ($3.15 Cu. Pr.) 
JTOLPOSE SB OOMATIIE, AVEC OX TF 42.63(2) 
Anglo-Canadian Telephone Co. (4-1/2% Cu. Pr.) 
alubsoe baltizes bre beishilavsos26w A slabs 30.75(1) 
Anglo-Permanent Corporate Holdings Limited 
MAW pe ne eps eahsel gle che ok Dridblh eo 13.50(2) 
Anglo-Rouynh Mines* Lid. 7. oe ae so Ps 
Anglo United Development Corp. Ltd. ...... 
ENACT 6 UP ema ain wren. 8 7101) 
Anglo Western Minerals Ltd.......... 171) 
Angot Group Limited, Mevr. se 1.00(3) 
Annmar Mining Limited . . 202. ft” .05(1)- 
Ansit Mines Ltdi aiiw. seagdexe ods cc0d).saiam .01(2) 
Anthes Imperial Limited (5-1/2% Cu. A. Ist Pr.) 
.s > 4 .+ .gslgaw -D-laee. atl 12 oidslipve 9one sadlode (4) 
Anthes Imperial Limited (5-1/2% Cu. B. Ist Pr.) 
WHS Pala apa tO) COGS HOt appE 80.00(2) 
Anthes Imperial Limited (5-1/4% Cu. C. Ist Pr.) 
SS FeCeRt Yror, TOY eA Reo 80.00(2) 
Anthonian Mining Corp. Ltd. 22... 00. 03(2) 


Sch. VII — Publicly-Traded Shares or Securities 


POG WL es Bee, dear), v1.43) 


Antoine Silver Mines Ltd. + IGG. 2% « . .04(3) 
Anuk River Mines Ltd... 2... LOL OR 25(1) 
Anuwon Uranium Mines Ltd). 20). ep: .02(3) 
Aquablast Incorporated .... ; Oo) RIB, 9168 IOS 1) 
Aquacare International Ltd... 2... a (4) 
Aquitaine Co. of Canada Ltdiy .).0). 24. 50(1) 
Société Aquitaine du Canada Ltée v.24: 50(1) 
Arcadia Explorations Ltdo) 2. ore. 11(2) 
Arctic Yellowknife Mines Ltd... 294). '.03(3) 
_ Ardel Explorations. Limited... 000. ). .08(3) 
Ardo: Mines? Ltd. vONb@eniM blow. “ed, ¢ .16(1) 
Ardo Mines. Ltd. (Bi. Wt.) 2. oy BONDE £ a (4) 
Argosy Mining Corp. Ltd. inivi.. we. 445(2) 
Argus Corporation Limited)... 2400. 13.00(1) 
Argus Corporation Limited ($2.50 Cu. A. Pr.) 

SES. AANS 8. ORR pat wel 32.00(1) 
Argus Corporation Limited ($2.60: Cu. A. Pr.) 

Pn ven wns wots oe BORE T08 34.13(2) 
Argus Corporation ibinkived ($2:70 Cu. b. Pr.) 

Ue. Ok. $NA), DRE cormeubal ..2art 35.75(1) 
Argus Corporation Limited:(C. Pr.) .. 9:75(1) 
Arjon Gold Mines Ltd. e000) een: -.01(3) 
Arlington Silver Mines! Ltdiyiio.) ean.. 172) 
Armore:MineSslitdi.! 2aciisinlars, da ig, 1401) 
Ato? Mines? Ltd’. nbsiledd ‘es MIME. 104(1) 
Attowhead Gold Mines Lande % HV. ToIRW 01(3) 
Arctic Gold & Silver Mines Ltd. ...:°.09(1) 
Asamera Oil Corporation’ Ltd... 2... 18.50(1) 
Asbestos Corporation Ltd..20)02: als 25:50C1) 
Ascopex Explorations. Ltd.) pe. e. (4) 
Ascopex Explorations :Liée:nail aibasdene (4) 
Aselo Industries: Lidhidznovisiwwlqxs, sxmpets(2) 
Ashland Oil Canada Ltd. 20.0. ee. 11.88(1) 
Ashland Oil Canada Ltd. (6% Cu. Cv. Pr.) 0. . 

PRan eA KAA ee ae eo ZOELY 29.50(2) 
Ashland. OilsIno.i. yenoiel eimai 20:38(2) 
Aspen Grove Mines Ltd... ee. .10(3) 
Associated Porcupine Mines Ltd... 2... OA 
Astonish Lake: Uranium Mining Corp. Ltd. 

PLP OOPS. LepubR6nstolaxd eilperd (4) 
Astrabrun’ Minés: Btdsokl nonsraigan eis 03(3) 
Astral.Communications. Ltd). ov). 1.97(2) 
AtcooIndustries ‘ Ltdeora wionpyoi ack eis 8.13(1) 
Athabasca Columbia Resources Ltd... . » 1.65(2) 
Athena Mines Limited . 20. 2.00 000. .08(2) 
Atlanta Mines*Etd2onuy) sia Qupsop ee (4) 
Atlantic Coast Copper Corp. Ltd....... 46(2) 
Atlantic Nickel Mines Ltd. w) ).o0 2. % .22(1) 
Atlantic Richfield Cov... oe: 64.13(2) 
Atlantic Sugar Refineries Co. Limited’. os... 

PAR? LOA, Lea £50, St SIG 6.38(1) 
Atlantic Sugar. Refineries Co. Limited (A. Cu. 

Pra? DOC RI, GR Bey SIs V1 S9OGEL) 
Atlantic Sugar Refineries Co. Limited (5% Cu. 

PEPE S.QU OU. 1, AE A LO a8 62.38(1) 
Atlantic Sugar Refineries Co. Limited (Wt.) 

Van ...- OUEIDAG. LAR, L282 20%) (41) 
Atlantic. Trust Co. . 0. « «Bid eQaut A. DRONQAH, (4) 
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Atlantic. Tungsten Corp. Ltd... .. a RUST) 
Atlas Explorations Limited’)... 2). 32(1) 
‘Atlas Yellowknife Mines Ltd. LazIOW) jan .05(2) 
Attila Resources Ltd... 0. 2000. 4 @220DVESCL) 
Augdome Corp.-Ltd. «os 26 66 ce en oe: .19(3) 
Augmitto Explorations Ltd: ...).. SOQH. 26 (4) 
August Porcupine Gold Mines Ltd... ... .02(3) 
Aunor Gold Mines Ltdin. 2. vb. . 2.30(1) 
Auscan Mining and Oil Corporation Limited 
POLE DACP ga A RODD SRO) DAT eli, YOO) 
Austin Investment Corp. Ltd. ii... ».. 4103) 
Auto Electric Services Co. Ltd... 2: y.1-6:00(1) 
AutoMarine ElectriciBtdii) ignofismysi nh. te; (4) 
Auto Marine Electric Ltd. (Pr.)>. 000.5. .40(2) 
Automotive Hardware Limited. ..... « 7.25(1) 
Autoletic Industries Ltd. 220.00. 0000. .65(2) 
Ava Gold Mining Co. Ltd. 2.2.0 0020s, (4) 
ANoO Corporation .4 bil goganigat raves (4) 
_ Avilla International Explorations Ltd. bd FOV .28(1) 
Avino Mines & Resources Limited’. . :. :33(2) 
Avoca Mines Canada Ltd...) ia .65(2) 
Babine International Resources Ltd. ..... .14(2) 
Bahamas-Caribbean Development Corporation 
(I aKimited ccs ease obi goin ae .16(1) 
( Baker Tale“Lid. 2h. .ak hahpneioig Al HTL .42(1) 
Balco Forest Products Ltd. ARS OMAO A, 8.25(1) 
Bald Mountain Oil Co. oo... 2 ee .03(2) 
Baldwin Consolidated Mines Ltd. .. .....01(3) 
Ballinderry Explorations Limited’)... .. .90(1) 
Bamboo Creek Gold Mines Ltd...) .80(1) 
Banco. Finance Limited (Cl. B.) vi ee (4) 
Bancroft Uranium Mines Ltd. .....200.. 2. (4) 
Band-Ore Gold Mines Ltd. 2... 40550. .05(2) 
Bankeno .Mines Ltd. sae oe eon ee: 6.40(1) 
_Bankfield Consolidated Mines Ltd... 3... .02(2) 
Bank of British Columbia ... 00.4. 22.25(2) 
4 Bank‘cof Montreal 005. Vo.) A? ! “18.:50(1) 
Bank of Nova Scotia 2... 2... EP POEL 31.13(1) 
Banner Porcupine Mines Ltd. .......... (4) 
Banque Canadienne Nationale ».)... 14.00(1) 
Bantam. Mining Ltd. 242 .V90.2. mya de, .40(1) 
Mines - Bantam :‘Ltée -@ie J gaigi S25 cto: .40(1) 
Barber-Ellis of Canada Ltd. 22.2. 5. 13.50(2) 
Barber Oil Corporation... 2... 0..0.. 48.50(3) 
Barbi Lake Copper Mines Ltd. 2... 2... 'P5{2) 
Barcelona Traction Light & Power Co... .... 
aay APOIO, Ath OL 2OMy 2) .20(2) 
Barclay Resources Ltd... 2.00). TOGA Bit (4) 
Barex-Trust,' The’... OQ) Ld, eon. aa 20(2) 
Barima Minerals Ltd... 1... 0000 00. .01(3) 
Barons) Oi Limited ion) ismouswisigh. iss .05(1) 
Barrington. Explorations Corp. Ltd........ 07(3) 
Bartaco Industries Limited .... 2.00. 4.50(1) 
Batvallee Mines: Ltdy . i 5 6 6 8 on wi oe RY (4) 
Barymin Explorations Ltd. ....... :. Leth.20(1) 
Base Metals Mining Corp. Ltd......... .01(3) 
‘Bashaw Leduc Oil & Gas Limited»... .05(1) 
»Basic Resources International Limited ...... 
DAU ADIOS AN oo of Gy...) 290M 3.30(1) 
Baslén' Petroleums Ltd. 2 .29aiM! jiogacsl .07(3) 
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Bateman Bay Mining Co. .........4. .06(1) 
Bathurst Norsemines Ltd. . 2... .0.0.. 6. 85(1) 
Bathurst Norsemines Ltd. (A. Wt.)....... (4) 
Bathurst Paper Ltd. (5-1/4% Cu. 1963 Pr.) ... 
Ce Ye ee ee oN, SI 6.75(2) 
Les Papeteries Bathurst Ltée (5-1/4% Cum Priv.) 
Lecevnenees Mid 2omind blat .saiquo1oS 3 6.75(2) 
Baton Broadcasting Inc. .......... 14.88(1) 
Bay: Malls ditdrsonza> $0) bas aniaiht.a 1.34(3) 
Bay Mills Ltd. (6% Cu. A. Ist Pr.) ... 3.05(2) 
BA. Turf. Limitedi.§ x00 jesavtesval 4.00(1) 
Beacon Mining Co. Ltd.w ws... ue. .05(3) 
Bear International Industries Ltd....... .19(1) 
Beattie-Duquesne Mines Ltd.......... .04(2) 
Beauce Placer Mining Co. Ltdi:.). 2. 0.8 .01(2) 
Beaumont Resources Limited ........ .09(1) 
Beauport Holdings Ltd... ........0.4. .36(1) 
Beaver, Engineering Ltd... .nsotistoqieD 6.50(1) 
Beaver Lumber;Co;:btd: 4 Ismotiasscin 19.50(1) 
Beaver Lumber Co. Ltd. (Cl. A.).... 19.38(1) 
Beaver Lumber Co. Ltd. ($1.40 Cu. Pr.)...... 
wees DALE 290000205. Isncianszsinl 21.00(2) 
Becker Milk Co. Ltd. (Cl. B. Pr.) ... 10.00(2) 
Bel-Air, Mining Ltd...,.................. beim .92(1) 
Belcarra-Explorations, Ltd... ... .b35 olsT. x¢dks (4) 
Belding-Corticelli Limited. ........ 10.25(1) 
Belding-Corticelli Limited (7% Cu. Pr.) ..... 
Lara: Cansei, beisbiloano 10.34(3) 
Belding-Corticelli Limited (Wt.) ..... 2.80(1) 
Belgium Standard Ltdi) jicii cleat « 15.50(1) 
Belgium Standard Ltd. (5% Cu. Pr.)...... (4) 
Bell Canada .,... bid 2sniM muiasgiJ. i 46.88(1) 
La Compagnie de Téléphone Bell du Canada 
LO lake Mines d amited bil 2a. o 46.88(1) 
Bell Canada ($3.20 Cu. Cv. Pr.) .... 52.38(1) 
La Compagnie de Téléphone Bell du Canada 
($3.20, Cum,..Conv.. Privy.) Jesuas ; 52:38(1) 
Belli Canada.($3.34:Cu, GvicGh, BicPto alas - 
wales ss ye. 3,» >be eae Soivaret 53.88(1) 


La Compagnie de Téléphone Bell du Canada 
($3.34 Cum. Conv. Cat. B. Priv.)... 53.88(1) 


Bellechase Mining Corp. Ltd. ........ .04(2) 
Belleterre Quebec Mines Ltd......... .15(2) 
Bellex Mines. Ltd, ..... .nongiocie? 0 38 .02(2) 
Bell. Knit: Industties Lid:ké 2eccoD ada i .88(3) 
Bell Molybdenum Mines Ltd. ........ .14(1) 
Bélore wlines, letdisseata 3 Seated iene vss. Se .16(1) 
Belra; Explorations Ltd..51.). esoqo2eS .velow (4) 
Beénson,Mines Limited. .:..... fT taut -x .14(1) 
Bérkley. Hotel 1:4.4.4.5..2031 elevaniV. a 1.75(1) 
Berncam International Industries Ltd. ....... 
bow treuees, (Ohl «Sf OG) eAOnazolgx el gore 6.13(1) 
Bethlehem Copper Corporation Ltd......... 
iia prbiarre *clers L'a acts © SEB BE 18.00(1) 
Betrust Investment Corporation Ltd... 6.0... 
Leva byieises: dene BCE MIO), Ea teen bh abet 16.50(2) 
Betrust Investment Corporation Ltd. (5-3/4% Cu. 
A...Pr,)beiimiliesonsoiial 2somoegSooiae (4) 
Wet Mines, Lids: Théjg.a eens a ee (4) 
Big Jackpot.Mines Ltd. '):.). amisloxied as .01(3) 
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Big Long Lac Gold Mining Co. Ltd. ... .01(3) 
Big Nama Creek Mines Ltd. ......... .09(2) 
Big Town Copper Mines Ltd... 2.2.2... (4) 
Bilmac Gold Mines, Ltdist.j. zeagil tov dus (4) 
Biltmore Hats Limited ........... 13.00(2) 
Biltmore Hats Limited (Cl. A. Cu. Pr.)...... 

esol atovyriey neh Dio iah LTOMSITIONU 3: 10.50(2) 
Bio-Millet Laboratories.............4. (4) 
Laboratoire Bio-Millet ............... (4) 
Bird Construction Co. Ltd. ........ 57.50(2) 
Bird River Mines Co. Ltd. .......... .65(1) 
Biroco Kirkland Mines Ltd........... .01(3) 
Biron Bay Gold Mines Ltd........... .23(1) 
Bison Petroleum & Minerals Ltd...... 9.10(1) 
Black. Bay, Uranium..btd. sro. gnsaibl. v202: (4) 
Black Cricket.Minesshitdit. 2citsanaio.). 2 .60(2) 
Black/Giant Mines Iatdjjzj.t. caitsnedio). .30(2) 
Black Hawk. Mining Ltd... .7...;............. .50(1) 
Black Photo Corporation Ltd. ....... 4.85(1) 
Blackwater Mines Lid...... 0.0.0.8. wane .30(1) 
Block Bros. Industries Ltd. ......... 3.00(1) 
Block Bros. Industries Ltd. (A. Wt.).. . 5.00(2) 
Block Bros. Industries Ltd. (B. Wt.)...... (4) 
Blue Bonnets Raceway Inc.......... 2.05(1) 
Blue Grass Uranium Mines Ltd. ...... .01(3) 
Blue Gulch Explorations Limited ....... 48(1) 
Blue. Star Mines, Limited... ... .iuut zeaid - .06(1) 
Bluewater Oil & Gas Ltd.........5.. .90(1) 
Bochawna Copper Mines Ltd. .......... (4) 
Bock & Frére Ltée (6-3/4% Cum. Priv.) ... (4) 
Boise Yellowknife Mines Ltd........... (4) 
Bombardier Limited (Cl. A.) ........ 9.50(1) 
Bombardier Limitée (Cat. A.) ....... 9.50(1) 
Bonanza Explorations Ltd. ............ (4) 
Bonnet Plume River Mines Ltd........ .15(3) 
Bon-ValsMineS Bid) .bii.sbsne> 110 bar .44(1) 
Boraway..Mines, Btdosisarie-Ghey sn te 2sGsees .11(1) 
Border Chemical Company Limited ....:... 

oink svandiae, ToledkhheaVievan 10.38(1) 
Bordun Mining (Quebec) Limited ..... .30(1) 
Les Mines Bordun (Québec) Limitée .. . .30(1) 
Borealis Exploration) Ltdy.).2...2.. 2a 1 eee .30(2) 
Borealis Exploration Ltd. (Wt.) 2... 0..... (4) 
Boswell River Mines Ltd. .......0.0... .22(2) 
Boundary Exploration Ltd. .......... 141) 
Bounty Exploration Ltd. .........0... .13(2) 
Bourbeau Lake Mines Ltd. .......... .02(3) 
Bourlamaque Central Mines 1945 Ltd. ...... 

, ctu sited 10) 19000: 1286 ORE .02(3) 
Bovis Corporation Ltd. ............ 1.90(1) 
Bowater Paper Corporation Ltd....... 4.65(2) 
Bowaters Mersey Paper Company Ltd. (5-1/2% 

ie Pe tad olen en aan 32.00(2) 
Bowes ‘Goueltd:.o)..2zsimatisDaseue ; 12.50(2) 
Bow Valley Industries Ltd......... 28.38(1) 
Bow Valley Industries Ltd. (5-1/2% Cu. A. Pr.) 

PNY oF aris ions a as ae 14.25(2) 
BP.Ganadaiktdi (6% PrasndeAowsewe « 75.00(2) 
OR. Oi) 6. Gas. Limited peared ee 6.20(1) 
Bracemac. Mines, Ltd.......:..409 ieuvT obs .03(1) 


Sch. VII — Publicly-Traded Shares or Securities 


Bralorne Can-Fer Resources Ltd... . 2. 1.75(1) 
Bralorne Oil & Gas Ltd. . 2... 000. 22.251) 
Bralsaman Petroleums Ltd. .......... 525(2) 
Bramalea Consolidated Development Ltd... . . 
Madian -Invernaisane «Biawrane eet 3.45(1) 
Bramalea Consolidated Development Ltd: (Wt.) 
csi aay Wi A ow Am gievealides D-epeib 2:10(1) 
Brameda Resources Limited»... 2. 0. 2% .92(1) 
Braminco: MinesoLid.o.<ssievae ly aaibe :03(3) 
Brandy Brook Mines Ltd. ............ .10(3) 
Brascan. Limited yi..)..@b.2rmauie; 898 50(1) 
Brenda Mines Limited 2.300... 00.2 4.55(1) 
Brenmac Mines Limited ............. 3 .38(1) 
Brettland Mining Ltd... 2. pec. ee. (4) 
Brett;Ous Limited,-..45 sw. $e AOD DB: 1232) 
Brewster Lake Mines Limited .. 0.2. 24 .60(1) 
Briarcourt Mines Datta! iQ idle( qeiba 11(3) 


Bridge & Tank Co. of Canada Ltd. ©... . 4:50(2) 
- Bridge & Tank Co. of Canada Ltd. ($2.90 Cu. 


Pia) schiaar. bathed EGLO eid Pe ca 32.25(2) 
Bridge Hill Mines Limited’. 2... 2.04 .38(3) 
Bright: & Co.Ltd} TaGigard boet, as, 16.00(1) 
Bright Red Lake Mines Ltd. .......... .01(3) 
Bright Star Trio Mining Ltd. 2.0.0... 1.10(1) 
Brilund Mines, Ltd ei: :coc-d-dasiaed ia 8.00(3) 
BrincoLtdp.?..2siinase, aaisie7 4 asih 5.63(1) 
British American Bank Note Co. Ltd... 0... 

Podiag. Ader sQ4 HOU RNMUOT, RS) 13.00(1) 
British Columbia Forest Products Ltd) 2.4... 
inchs. cide nial Petoalene dead « 19.75(1) 
British Columbia Forest Products Ltd. (6% Cu. 
iter. Paci fice. bianbther nes. +. saat 41.50(2) 


British Columbia Oil Lands Limited. . »7.50(3) 
British Columbia Packers Ltd. (Cl. A.)....... 


PASE. HO QED ITI IO LA ORTON Ge SUEY 20.00(2) 
British Columbia Packers Ltd. (Cl. B.) ........ 
Da NATAGG 2 ORORLE (IBIS GQLe 4G, 19.50(3) 
British Columbia Sugar Refinery Ltd........ 
PER A d MP QU BIASED | AURIS d Sts 19.38(1) 
British Columbia Sugar Refinery Ltd: (5% Cu. 
Pia )yetigey nts ORR ABTA S16, 17.00(2) 
British Columbia Telephone Co. .... 63.75(1) 
British Columbia Telephone Co. (4-3/8% Cu. Pr.) 
Dds teitataes “LI Gretd ote tthe terete retinas tore 63.00(2) 
British Columbia Telephone Co. (4-1/2% Cu. Pr.) 
| ARO OL ere es ee os 63.00(2) 
British Columbia Telephone Co. (4-3/4% Cu. Pr.) 
wore sd PPE BQSINQ@S Ft, BBQ OTOUS NG, 66.50(1) 
British Columbia Telephone Co. (4-3/4% 1956 
Cu. DP Pepys. 20 DEBWEQniO 1B) 66.00(2) 
British Columbia Telephone Co. (4.84% Cu. Pr.) 
il Rrévawaain. debe BAQGIBIOID RL 1S) 17.50(2) 
British Columbia Telephone Co. (5.15% Cu. Pr.) 
Hada. Resorie CHE Sr fae had wees 71.50(2) 
British Columbia Telephone Co. (5-3/4% Cu. Pr.) 
GOD wip teSaBedat ems Saba Mickaaiw pate edlganes opoas 80.50(1) 
British Columbia Telephone Co. (6% Cu. Pr.) 
SYLoQL OR HY 3Q BEY LeMMAyORL, 18: 84.50(3) 
British Columbia Telephone Co. (6% Cu. 2nd 
Pid), dict Acari. CH COL AON 018) 82.00(2) 
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British Columbia Telephone Co. (6.80% ‘Cu. Pr.) 


De ws 60 pues py pu choca os Sashes ERODRLEDI My BOATIRN 26.50(2) 
British Controlled Oilfields Ltd. 2.2.25. .20(2) 
British International Finance Canada Ltd. (C1./A.) 

amaciasn- Sumearion 314.148.4015 ean, eps: (4) 
British Matachewan Gold Mines Ltd... ... (4) 
Broken Hill Explorations Ltd. .. 0.0... .08(3) 
Brooke Bond Foods Ltd. (4.16% Cu. Pr.) .... 

dmias binky Inoneomdbed goat do 19:50(3) 
Brosnan Canadian Mines Ltd. 2.0.0.0. (4) 
‘Broulan Reef Mines Ltd... eo. veo. (23(2) 
Brown-McDade Mines Ltd. ..9.. ..24)4 .10(3) 
Bruck Mills Ltdin(@l. :Av)yo vad fis: 15.00(1) 
Bruck Mills Ltd. (Cl. B.) 2. ee ee. 8.00(2) 
Bruneau Mining Corporation 1970..:... .11(@) 
Brunswick Mining & Smelting Corp. Ltd... . 

west rDed, 0.) TRQUE mOisimod ab 3.05(1) 
Biycon: Industries <Litdesy i ait cs, che voles an oe 00 18(1) 
Buchanan Mines Limited .. 2.0.0... -15(1) 
Buckeye Explorations Ltd... 20.0000. .35(1) 
Budd Automotive Co. of Canada Ltd..2..... 

Ga dian- Wastony Matutal-daac-Consnans 6.63(1) 
Budd Automotive Co. of Canada Ltd: (Wt.) 

lathan- Westeen Matwakiies Concha) 2.40(1) 
Buffalo Gas & Oil Corporation’ Limited... .. 

awiacheaay- laehee Dit biG) larmedina:’ shehd5(2) 
Buffalo: Lake. Miriesohitd.) yviesidosM. shane, (4) 
Bullion Mountain Mining Ltd... ....... .65(1) 
Bullion Mountain Mining Ltd. (A. Wt.))... (4) 
Bunker Hill Extension Mines Ltd... ... .05(1) 
Burlington Mines & Enterprises Ltd: ..... (4) 
Burns Foods Limited .. 2... 2.00... 12.75(1) 
Burnt Hill Tungsten ’& Metallurgical Ltd... .. . 

Cezicton- is) Faeplagubionceih baie ss sedans eee .18(2) 
Burrard Dry Dock Co: Ltd. 2.5... .. 7.00(1) 
Burrard Mortgage Investments Ltd. ... 1.90(3) 
Burrex- MinesiLinuted 02) %-ntacdinad, cba .04(3) 
Bushnell Communications Limited... . 6.00(1) 
Buval Executive. Mining Industries Ltd. ..... 

Pia. din. SO BOR) ideoaid, she .40(1) 
Cee Vachts Lid.) sanit gitemissic sh 2.50(2) 
Cable Copper Mines Limited........... (4) 
Cabot Cotporation) 2siaiM. aviegnul sbasn, (4) 
Cadillac Development Corp. Ltd... ... 8.38(1) 
Cadillac Development Corp. Ltd. (6-1/2% Cu. B. 

Pri). yusamo sashiew mee WY. 20.25(1) 
Cadillac Explorations Ltd........... 1.30(1) 
GAE Industries. Ltd}. .Gac.7 2g xen 4:65(1) 
Calcorp: Resources) Ladi. Ware aes, .14(2) 
Caledon Mountain Estates Ltd. ...... 4.50(1) 
Calgary Power Ltd. 1... yee. 27.25(1) 
Calgary Power Ltd. (4% Cu. Pr.)........ (4) 
Calgary Power Ltd. ($5.00-Cu. Pr.) 2.0.2.2... 

vrs Earianomingas MA QRPIO. © BOGAN fen! 69.00(2) 
Calgary Power Ltd. ($5.40 Cu. Cv. Pr.) ..... 

Lidia ss aba pastsin nh REEL COTOWOT 1th) 91.00(2) 
Calico.Silver*Mines Titdigiis.. eaaseane., .18(2) 
Caliper Developments Limited........ .75(2) 
COME MICS Deliv Sensesatetinnns ob coils dete cigs .05(1) 
Calmark Industries Ltd... 0... 2 ee. (4) 


Sch. VII 
Calmor Iron Bay Mines Ltd. ......... 50(2) 
Giniks Mines: lamited |. tas. .covistsneiestae ae 1.02(1) 
Calvert-Dale Estates Ltdii). coun ere. .82(2) 
Calvert. Gasdé;Orls Ltda de ncgcatalie: .14(2) 
Gam Mines Lid. 3) 6. rks ose ata .30(1) 
Cambridge Leaseholds Limited ..... 11.50(1) 
Cambridge Mines Limited........... .38(1) 
Cambridge Mining Corp. Ltd. ........ .02(3) 
Seatidenk Mines Lids sind cesiyweucuege he eceod .15(3) 
Camflo Mines Limited ............ 2.51(1) 
Camindex Mines: Ltdbi.). eanil/. seh. neld .13(1) 
Mamlaren; Mines. Ltd.LicesiM. shsGaMi«ny .08(3) 
Campbell Chibougamau Mines Ltd. ... 4.70(1) 
Campbell Red Lake Mines Ltd. ..... 21.50(2) 
Campeau Corporation Ltd. ......... 3.50(1) 
C-AbPétroleamsalstdii 2.2: auiaiM. daiweaur (4) 
Canada & Dominion Sugar Co. Ltd......... 
ver Engineers Ld bi.lL.zemeubal.s 32.50(1) 
Canada Cement LaFarge Ltd. ....... 46.63(1) 
Ciments Canada LaFarge Ltée ...... 46.63(1) 
Canada Cement LaFarge Ltd. (6-1/2% Cu. Pr.) 
: ee ee ere: MEE eon 19.75(1) 
Ciments Canada LaFarge Ltée (6-1/2% Cum. 
PEA 1) Masai ZG os ieecie uo ie hoidoaneinrtn sane 19.75(1) 
Canada Forgings Ltdirw).. owe. ol. 4.50(2) 
Canada Geothermal, Oil. Ltd. ...............18 .68(1) 
Canada Machinery Corporation Ltd......... 
vacate esse seeviae Od De. nisiayol 4 19.00(1) 
Canada Malting Co. Limited ..:.... ante 
Canada Malting Co. Limited: (B. Pr.) ... .89(2) 
Canada Northwest Land Limited ..... Ht 50(2) 
Cafiada; Packers Ltd...... bgtiau.t 2boot 18.50(1) 
Canada Permanent Mortgage Corporation .... 
Be i sali UBS Baud ocak fe oh ates ecu eI at 18.00(1) 
Canada Safeway Limited ($4.40 Cu. Pr.) .... 
Pompadbish agatittverkhans hae V2 82:50) 
Canada Southern Petroleum Ltd. ..... 6.20(1) 
Canada Southern Petroleum Ltd. (Wt.).:..... 
wa Died zatpeubal. eaigiM evilnaexd £ 3.10(1) 
Canada Steamship Lines Ltd........ 40.00(2) 
Canada Steamship Lines Ltd. (5% Cu. Pr.) . 
echase. Mininbotiertal .2oniM qaacaa) < 5i 13(1) 
Canada Tungsten Mining Corp. Ltd... . 1.55(1) 


Canada Western Cordage Company Ltd. (Cl. A. x 


Canada Western Cordage Company Ltd. (Cl. a ) 


bre. Mines. [teh .. bit zapnsiolaxd oslltbae (4) 
Canadex Mining Corp. Ltd... 2.2.0.5... .13(1) 
Canadian Allied Property Investments Limited 

biey..Hatel .biI.zoisiead, gisinuoM «nol 7.00(3) 
Canadian All-Metal Explorations Ltd...... (4) 
Canadian. Areria GO. 3) .b3.Laswod.e 15.00(1) 
Canadian Arrow Mines Limited....... .14(1) 
Canadian Barranca Corp. Ltd. ........ .22(2) 
Canadian Bonanza Petroleums Ltd. . 1.30(1) 
Canadian Breweries Limited ........ 7.50(1) 
Les Brasseries Canadiennes Limitée . . . 7.50(1) 


Canadian Breweries Limited ($2.20 Cu. A. Pr.) 
Al. Mines: Ltd. Phe-.-0:.+.°, Dhl 2ORIM 32.00(1) 
Les Brasseries Canadiennes Limitée ($2.20 Cum. 
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AG Privy.) acitibiepguiiozedh Getl-eaD os 32.00(1) 
Canadian Breweries Limited ($2.65 Cu. B. Pr.) 

Frown Cooper Maaberdinélouis. asc 36.50(1) 

Les Brasseries Canadiennes Limitee ($2.65 Cum. 

BS Brivilats b isaited watssoeanteee cae 36.50(1) 
Canadian Cablesystems Ltd. ....... 14.13(1) 
Canadian Cablesystems Ltd. (Wt.) .... 2.25(1) 
Canadian Canners Ltd: (Cl. A.) ...... 6.50(1) 
Canadian Converters Co. Ltd. (Cl. A.) 22... 

| Construction Coabiliidaaih dood. vi 2.00(3) 
Canadian Converters Co. Ltd. (B.)... 2... (4) 
Canadian Corporate Management Company 

Limited Gold..\Minebdiintit zonilt as 16.00(2) 
Canadian Corporate Management Company Lim- 

ited (G1, Bs) nines Lad.« bationdd 2biO.i4er! (4) 
Canadian Curtiss-Wright Ltd. ......... 70(1) 
Canadian Delhi Oil Limited......... 5.00(1) 
Canadian Equity & Development Company 

Liitedh:.I- shangd 30.00 daast a. 12.00(1) 
Canadian Export Gas & Oil Ltd. ..... 3.60(1) 
Canadian Food Products Ltd......... 5.20(2) 
Canadian Food Products Ltd. (6% Cu. Ist Pr.) 

ts Baas. tadusbiek-dosi mink -bo A: 32.50(2) 
Canadian Food Products Ltd. (6% Cv. 2nd Pr.) 

8 fenes. Liraniuwobines eh conte £ 32.00(2) 
Canadian & Foreign Securities Co. Ltd. ... (4) 
Canadian Fortune Oil Limited .......... (4) 
Canadian Foundation Co. Ltd........ 6.00(1) 
Canadian Foundation Co. Ltd. (6% Cu. A. Pr.) 

OTR Petre. Eton. fe dA Sor Caine erul: 1.73@) 
Canadian Gas & Energy Fund Ltd. (B. Wt.) 

ect aie 3 seis ME 5h dn cst yay tae 7.25(1) 
Canadian General Electric Company Ltd. .... 

anzh dak Drake adst sidemuled: 22.50(3) 
Compagnie Générale Electrique du Canada Ltée 

Mot. Seiko) bad eiodont sidaule’. 22.50(3) 
Canadian General Electric Company Ltd. (Cu. 

Cv.,Pri):.t. weonttesi-aeaue sedingdo’) - 26.00(2) 
Compagnie Générale Electrique du Canada Ltée 

(Gam), Conve Previ).aseci-aidensiad - 26.00(2) 
Canadian General Investments Ltd. ........ 

Og. bis pie@ar ancngalsl riccaule’- 66.00(1) 
Canadian General Securities Limited (Cl. A.) 

eT ey Oe ee 12.75(2) 
Canadian General Securities Limited (Cl. B.) 

SR OR er Saat enn ae 30.00(2) 
Canadian Goldale Corp. Ltd. ........ 3.50(1) 
Canadian Hidrogas Resources Ltd....... 72(1) 
Canadian Homestead Oils Limited .... 8.60(1) 


Canadian Homestead Oils Limited (6% Cu. Cv. 


Bi) aaah) banedaplal sidsanlal. 17.00(1) 
Canadian Hydrocarbons Ltd........ 13.88(1) 
Canadian Hydrocarbons Ltd. (5-1/2% Cu. A. Pr.) 

DRT FS Fit, Se oe ROS as Orem 14.00(2) 
Canadian Imperial Bank of Commerce ...... 

O8Vadley. Industries hk tdy (Se4/29-C8 25.75(1) 
Canadian Industrial Gas & Oil Ltd. 9.13(1) 


Canadian Industrial Gas & Oil Ltd. (5- 1/2% Cu. 
GV RED ti ae"? issodislaT -sidauiloD.. 21.50(1) 
@ahadian Industries Ltd... 13.88(1) 


Sch. VII — Publicly-Traded Shares or Securities 


Canadian Industries Ltd. (7-1/2%° Cu. Pr. , ie MO 


Crt eA wk aw Soe ws HOMER MT: 52.50(3) 
Canadian International Power Cb rixpaily Ltd. 
ww teh U2 TOMEIOLI KE OUI, 2922 01) 
Canadian International Power Company Ltd. 
(3.20% 1965 Cu. Pr.)-Dit a5ivetibal 398350(2) 
Canadian International Investment Trust Ltd. 
wean s een wlth, OW, UQNRIOIIXE VB 32.00(2) 
Canadian International Investment Trust Ltd. (5% 
Cu. Pr)... 2... DLE sian, Yollemad: (4) 
Canadian Interurban Properties Limited... . . 
Fee ORR tele CAINE Y eben ty ouin ORME eee 2.00(2) 
Canadian Interurban Properties Limited (7% Cu. 
CYPACPrO VOT Mn OO PY st ao: 7.75(1) 
Canadian Jamieson Mines Ltd. ...... 1.25(1) 
‘Canadian Javelin Limited .......... 9.60(2) 
Canadian Keeley Mines Ltd.) 0... 20: .05(1) 
Canadian Lencourt Mines Ltd......... .07(2) 
Canadian Leisure Industries Ltd... 2.52. 06(3) 
Canadian Long Island Petroleums Ltd. 2... . 
tae a es sw DL Zone SUB eat .65(1) 
Canadian Magnesite Mines Ltd... 2... 2. .31(2) 
Canadian Malartic Gold Mines Ltd. ..... .27(1) 
Canadian Manoir Industries Limited... 3.35(1) 


Canadian Manoir Industries Limited (6% Cu. Pr.) 


een aS Ny A ns MS OOD, BOOP URE, (4) 
Canadian Marconi Company .. 2... .. 3.05(1) 
umadiai Meth Ltd: wank wasn cae 4.75(1) 
Canadian Nistro Mines Ltd... 0.0.00. .09(1) 
Canadian Occidental Petroleum Ltd. . . . 9.13(1) 
Canadian Pacific Limited 2... ..00. 5% 13.88(1) 
Canadien Pacifique Limitée........ 13.88(1) 
Canadian Pacific Limited (7-1/4 A. Pr.jo.. 2... 

S SYN App A 4 5 4. sede COULEVL, LOSE XG 10.75(1) 
Canadien Pacifique Limitée (7-1/4 A. Priv.) 

Pe NOR ik Ske 6 win th hontas 2 ere a ae 10.75(1) 
Canadian Pacific Limited (4% Pr. Canadian Unit) 

Sh Weds nin wine etdted Be LEA Ch LIIOIED ey 9.63(2) 
Canadien Pacifique Limitée (4% Priv. Unitée 

Canadienné). .. . . oh. 1) pain dV 9.63(2) 
Canadian Pacific Limited (4% Pr. United King- 

MO CIN) ce ws orn nan atte, ROLLEI 7.75(2) 
Canadien Pacifique Limitée (4% Priv. Unitée 

Royaume: Umis) 2saityi. aaiquoi0 -sag 7.75(2) 
Canadian Pacific Investments Limited ...... 

Brita ey aUaveeee eicae Enon cscch a oto Oe tM. LSb2300(1) 
Canadian Pacific Investments Limited (4-3/4% 

Cy. -A\yPr.), ss... Sito.) ea0lvibe 24.50(1) 
Canadian Pacific Investments Limited (Wt.) 

CP CA RS Be A RE EES POO REN: Si. 3.05(1) 
Canadian Provident, The... 2.0.0. 20000. (4) 
Les Prévoyants du Canada’... 2... (4) 
Canadian Refractories Ltd... ee. (4) 
Canadian Reserve Oil & Gas Ltd. .... 5.60(1) 
Canadian Reynolds Metals Co. Limited (Pr.) 

PARRA HA Se A UI SOLVE TIER WARD (4) 
Société Canadienne de Métaux Reynolds Limitée 

(Priv.) .. 0 QUIS, %, SAG DaBISV Oh, (4) 
Canadian Salt .CoMLtd2nV, 9484, 2973 15.00(1) 
Canadian Scenic Oils Ltd’. 2. ee, .80(3) 
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~ Canadian Security Management Ltd. (Cl. A.) 


Lyrbrore *Ja yeh rseme Mabibh SoMa erp obs 1.25(1) 
Canadian Southern Cross Mines’ (No Liability) 
CD ria mon hs bhatt Oth OCI SEG! degra, (4) 
Canadian Superior Oil Ltd... sv se. . 43.25(1) 

_ Canadian Tire Corp. Ltd. 20.20. . 40.25(1) 
Canadian Tire Corp: Ltd. (Cl. A.) >... 35.38(1) 
Canadian Tricentrol Oils Ltd. ...... 14.63(2) 
Canadian Union Insurance Company ..... (4) 
Union (L) Canadienne Cie d’ Assurances... (4) 

Canadian Utilities Limited’)... 220... S725(1) 
Canadian Utilities Limited (4-1/4% Cu. Pr.) 

iy anne ed Ce we Ks, eek CORD L SUS 87Z3(3) 
Canadian Utilities Limited (5% Cu. Pr.) 1... . 

crepe Pays balk rece b C29IN02S7. NOVGERS0(2) 
Canadian Utilities Limited) (6% Cu. Pr.)\..... 

ite Weed, OF BRUNE sriauQ, blow, o 78.75(2) 

. Canadian Utilities Limited (Wt.)...... 8.50(1) 

.)@anadian Vickers Ltdi zeniiiiaqgad a: 9.25(2) 
Canadian Wallpaper Manufacturers Ltdi.... . 

so MAiHme Spd alSseUorw.) aynsol) | 85.50(3) 
Canadian Western Natural Gas Company Limited 

hiner Kuernimrukien 2 aa Zon 10282 21.00(1) 
Canadian Western Natural Gas Company Limited 

R93 142% Cu. Pr). aeahs OD 2088, 15.00(2) 
Canadian Western Natural Gas Company Limited 

(4-Fo, C114 BED) 45: wets bs jeyn) MN ABO AT aD 3 11.50(2) 
BIS Mining & Development Corp... .. . 

END a atond Phnidhss wrat~ bdeikdock cee ibe Ie 10(2) 
Bee cactices Natural Resources Ltd. .... (4) 
Can-American Petroleums Ltd: 0. 2.0.50. (4) 
Ganarctic Resources) Etdimti.t goin ney: 7 (1) 
Can-Base Industries Ltd. 2... aly. 2DB: .18(1) 
Canbridge Oil Explorations Ltd... .... 1.50(2) 
oon Con Enterprises & Explorations Ltd... . 

JO. oar CA oS CRE Keke OURO SD Skah Bee eee .10(3) 
Ghndida Holdings Naamloze Vennootschap . 

drs te tnst rte Rha bets tete. @ 16.75(1) 
‘Candore Explorations Ltd... ... 0.0.00. .04(1) 
Candy Mines & Investments Ltd......: .12(1) 
CanecontisMines: Ltd. occ studs 6 sc 0 ds .01(3) 
Cannon Mines Limited .. 2... 0000.00. .07(2) 
Cusol Metal.Mines .Ltd:: £25 yas 5 i ssa .02(3) 
Canol Mines Limited’)... 2.2000. 00 0. .25(1) 
Vanron- Lid. vs. DSi 2p. 090A UO 19.38(1) 
Canron..Liéer 210328208). 6i6G). IaiaMG, 19.38 (1) 
Canron. Ltd. (4-1/4% Cu. Cv. Pr.) ... 70.00(2) 
Canron Ltée (4-1/4% Cum. Conv. Priv.) ..... 

sroia fescels Mactrsrecs Aled CRAM! OLS V 70.00(2) 
Canterra Development Corp. Ltd... ... 1.00(1) 
Cantrend Industries Ltd. (Cl. A.) 2.0.0.0. (4) 
Les Industries Cantrend Ltée (Cat. A.) .... (4) 
Cantrend Industries Ltd. (Cl. B:) 2... 0.0. (4) 
Les Industries Cantrend Ltée (Cat. B.) .... (4) 
Cantol Gta Ait. x ear ae OIG Le 3.40(2) 
Canuc, Mines Limited. .... 62 ¢s.aeac. .30(2) 
Canyon City Explorations Ltd... ...... .05(3) 
Capital Diversified Industries Ltd. ..... 59(1) 
Capital Diversified Industries Ltd. (A. Wt.) .. . 

peas sua easas tes ORE QU, By} 15(3) 


Sch. VII 
Capital Dynamics Ltd. ............ 1.80(2) 
Cagital Dynamisme Ltée. 0.025502 1.80(2) 
Capital Dynamics Ltd. (Wt.) ......... .03(2) 
Capital Dynamisme Ltée (Wt.) ....... .03(2) 
Capital) Estates Inc.) uO acted. anibens. (4) 
Capri Mining Corporation Ltd. ....... 142) 
Caprive Industries & Resources Limited ..... 
PPOUCSS MUL CHP déetesoreh asibe .09(2) 
Captain International Industries Limited ..... 
6656 EE SEO foimrathadn 40) 4 6.00(1) 
Captain Mines Limited ......... 2.05 11d) 
CaratOperations tds) ii.}. aostitis. agik 4.60(1) 
@Caravelle Mines Lidsinmy AES HS. a es .11(3) 
Card Lake Copper Mines Ltd. ........ .10(2) 
Cardwell Resources Limited ......... .15(2) 
Cariboo-Bell Copper Mines Limited... . .25(2) 
Cariboo Gold Quartz Mining Co. Ltd. ...... 
Bons aos 69). bation. oii. anibe 95(1) 
Carling Copper Mines Ltd. .......... .20(2) 
Carlson} MinesiLitduinnhe Gaastiic WV. asibctnt (4) 
Carlton Cleaning Carousels Ltd........ .25(2) 
Carnegie New Mining Corp. Ltd......... (4) 
Gariidésson- Mines, Ltd, 4°29 262 4P: Yee (4) 
Carolin Mines Limited ............. .20(2) 
Glartier ShoésCoisLtd, J.D... adc. ON 6.63(1) 
Carrier Shoe Co. Ltd. J.D. (Wt.) ..... 3.25(2) 
Gairoll:& Reed! Etd. \. POC) Rae Db). (4) 
Carterch:B): (GlreAgiovsG 2% pertain. ox 10.12(2) 
Garters). Be (CIB) 2. ABER aes 60.00(2) 
Cartier Quebec Explorations Ltd. ....... 10(2) 
Casavant Brothers Limited (Cl. A.) ... 1.00(2) 
Casavant Fréres Limitée (Cat. A.) .... 1.00(2) 
Cascade Molybdenum Mines Ltd. ..... .23(1) 
Casino Silver Mines Ltd. ........00% 55(1) 
Cassiar Asbestos Corporation Limited ...... 
bose rein ae Sea oes 18.63(1) 
Cassiar Consolidated Mines Ltd. ....... 10(2) 
Cassidy’ soRtdtD f Spice Pe) jie LO ty 4.35(1) 
@assidy Ltée... >. Did -enotisrolexd-atec 4.35(1) 
Cassidy’s Ltd. (6-1/4% Cu. Cv. A. 1st Pr.) ... 
a}das .Sloansup . INES belo Sa athe 8.75(1) 
Cassidy Ltée (6-1/4% Cum. Conv. A. liére Priv.) 
e06U8, , UNREST VERE 25th. tel - 8.75(1) 
Castlebar Silver & Cobalt Mines Ltd... . .06(3) 
Castle Oil And Gas Limited ........ 1.40(2) 
CDP Computer Data Processors Ltd. ....... 
Oe ulat. woe. BORA E-y Sbadl ror 8O(2) 
CDRH \vEeamitedy3 ts OPAL). Std te 5.88(1) 
GedarVale‘Mines' btdciy -pysypgay 35(1) 
@eltic Minerals iLtdo>. insukioiovsG .s103 .719(1) 
Centex’ Mines. tdi) 22) Q5haehbat base AQAA) 
Central Dynamics Limited........... .90(2) 
Central Fund of Canada Ltd. (Cl. A.)....... 
SACI Gat Pasd.-}. aibaesD .zengeubs 6.25(2) 
Central Ontario Savings & Loan Corp....... 
SNEGIaN, BIGWEFCS AARGA; T eanibA-c 8.00(2) 
Central Patricia Gold Mines Ltd. ..... 1.70(1) 
Central Trust Company of Canada, The ..... 
.aW.. AD. bt asrdaubnl betieiovid< 13.75(3) 
Centura Mining ‘LtdayiPp ass, AR er Los 4 .36(3) 
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Cessland: Corpo Ltd); .bif.2atrevbal. neibs .28(3) 
GRIG-EV Einiteds> (YI SS jpe PP SU, (4) 
CGC Mines :kitdiswod.isnonsmoial. esibetit (4) 
Chance Mining & Exploration Co. Ltd. ... (4) 
Chapparal Mines Limited ........... .16(2) 
Charter Industries Ltd. ............ 1.30(2) 
Charter Oil Company Ltd........... 6.00(1) 
Chataway Exploration Co. Ltd. ........ 17(2) 
Chateau-Gai Wines Ltd. .......... 16.88(1) 
Chemalloy Mineral Ltd... 2. 2... {o8. 2.06(1) 
Chemded idl ssi hain? akdvetafal. asif 4.35(1) 
GhemcellLtee TRoret. -eeuagcmicny 3 4.35(1) 
Chemcell Ltd. ($1.00 Cu. Pr.) 2.2... 12.50(2) 


Chemcell Ltée ($1.00 Cum. Priv.) ... 12.50(2) 
Chemcell Limited ($1.75 Cu. Pt. Pr.) 2.2.2... 


Pan, SUC SS~ YAS ea alovel as 19.75(1) 
Chemcell Ltée ($1.75 Cum: Pt. Pr) enhanc. 

Fee) , COUN esniM Abdu E ie 19.75(1) 
Chesbar Iron Powder Limited ....... 2.00(2) 
Chesbar Iron Powder Limited (Wt.) ..... 40(2) 
Chesterville Mines Limited :........... .10(1) 
Chibex Mining Corp. ..........0... 38(1) 
Chib-Kayrand Copper Mines Ltd. ..... .05(1) 


Chibougamau Mining & Smelting Co. Inc. .. 


(> 90d) betimid eshtevhal sions™M walbs .29(2) 
Chibdug Copper Caiprbtdh hes +8: fake .18(2) 
Chieftain Development Company Ltd. ...... 

Bean TOuNCANON |} Ry birroM. anit 8.10(1) 
Chimo Gold Mines Ltd. ........... 1.20(1) 
Chinook Shopping Centre Limited .... 3.00(3) 
Chipman Mining & Energy Corp. Ltd....... 

E]-.2%+55>% > Sibi sapitionS goibs 40(2) 
Choiceland Iron Mines Ltd........... .25(3) 
@hromexNickel:Mines Lids us vues eae .18(2) 
Chromium Mining & Smelting Corporation 

Liinitedy 2st eo See Eee 1.75(2) 
Chryslen:Corpérationh yin 11. SoRs eA 29.7351) 
Ghoikuni' Gold. Mines. Ltd; ...+%s..2.- .04(3) 
CHUM? inited “sya. Sunbivs Sh nee 5.50(1) 
CHUM’ Lunitéed (CL:B.) «++ ..+foansibs 8.50(1) 
Churchill Copper Corporation Ltd....... 75(1) 
@icada: Mines: Ltd: 2. .2.5+.5 7.018 me .03(3) 
Cimco Limited (ChvAs)ie sists t ire. 12.06(3) 
Cincinnati-Porcupine Mines Ltd. ...... .02(3) 
Cinola Mines' Btdiiiatas3 cat 2AiSke aeihe .08(2) 
Gitadel Mines hide. iyi ees .04(3) 
Citex ‘Mines! Ltdinemrivsy ak oitiosd. asibs .05(1) 
Cities*Sérvices' Company’) (Sb A. we (4) 
City Associated Enterprises Ltd. (Cl. B.) .... 

FASCIAR TOME SCae NUS See LOW. .70(2) 
Clairtone Sound Corporation Limited ..... (4) 
Clarepine Development Ltd. ......... .20(3) 
Clark Canadian Exploration Co....... 3.75(1) 
Clavos Porcupine Mines Ltd.......... .02(3) 
Claw Lake Molybdenum Mines Ltd. .. . .03(3) 
Clearwater ‘Mines Ltd...) 5.45242 ADE} 
Clero: Mines) Btd;) 1414 Sb. arent ibis hte SiS .06(2) 
Cleveland Mining & Smelting Co....... 05(2) 
Clicker Red Lake Mines Ltd. .. 2. 2.025. (4) 
Clinger Gold Mines‘ Ltd.i:¢). sina50. aaibs .02(3) 


Sch. VII — Publicly-Traded Shares or Securities 


Coast Copper Company Limited ..... 3.00(2) 
Coast. Interior Ventures ..).) goal oaly. .75(1) 
Coast Silver Mines. Ltd) iidadio oveloes .14(1) 
Cochenour Willans Gold Mines Ltd. ....21(1) 
Cochrane-Dunlop Hardware Ltd. .... .. 35.00(3) 
Cochrane-Dunlop Hardware Ltd. (Cl. A.) .... 
ice tide HOUSIOGIO.) Oily Inaba. 30.50(3) 
Cockfield Brown & Company Limited ...... 
ee ote wwe 2 op pbliek. GULEEEEN YS Seen me 6.00(1) 
Cockfield Brown & Compagnie Limitée..... 
Lore cig! «inc a LOL. D SeUCRERVL, SHURE Ee 6.00(1) 
Codville Distributors Ltd. (Cl. A.) .... 3:75(1) 
Coin Canyon Mines. Lid.) zanii. dabivioaga (4) 
Coin Canyon Mines Ltd. (A. Wt.) 2. .000. (4) 
~ Coin Lake Gold Mines Lid... 2.0.0... .09(2) 
Coleman Collieries Ltd. (Cl. A.) 2.2... 7.00(2) 
Coleman Collieries Ltd. (Cl. B.) 2.2... 6.95(1) 
Coleman Collieries Ltd. (6% Ist. Cv. Pr)... . 
eile ain bette st) DOM gl POET Liderch Yi 232) 
Coleman Collieries Ltd. (B. Wt.) .. 2... 22>1( 2) 
Ooliéen,Copper.Minés,Ltd. 2020... .12(1) 
College Plumbing Supplies Ltd... .... 4.00(2) 
Collingwood Terminals Ltd. . 2... ...0... (4) 
Collingwood Terminals Ltd. (Pr.)........ (4) 
Colonial Oil and Gas Ltd... ee. .65(2) 
Columbia Cellulose Company Limited ...... 
Myo eye's Go, OU Corte 3 2.90(1) 
Columbia Cellulose Company Limited ($1.20 
Ch. CviPr).. . Ail aos tiber? dois 8.63(1) 
Columbia Gas System Inc. 2.2.2. .02.00.. (4) 
Columbia Metals Corporation Ltd. ..... .36(1) 
Columbid.Placérs td won} siher connie .08(3) 
Columbia River Mines Limited .... 2... .28(1) 
Columibiere; Mines. Ltd. ..5i0 hoon. simionig (4) 
Comaplex Resources International Ltd... .... 
Se cs a ey wie So Sisley ORE REE e Ree 1.80(1) 
Comaplex Resources International Ltd. (A. Wt.) 
Whe ep DEAIOHBAE? HOWUIRORAL b AOD eio! .64(1) 
Combined Engineered Products Limited ..... 
ah on a win ys AOS ZSniVl tadiV 3 2.60(2) 
Combined Engineered Products Limited ($1.10 
Cu. Cv. Pr.) . .biLabanisD bisnhid . 11.88(1) 
Combined Insurance Co. of America ....... 
Sat Nee hk a se edad MOU bIGLG Ka « 40.00(3) 
Combined Larder Mines Ltd.......... .01(3) 
Combined Metal Mines Ltd... 0.2.2.6. 421) 
Comet Industries Ltd... 0... Soho: .70(3) 
Ises Industries’ Cométe) Ltéezl!.snolesaink .70(3) 
Cominco. Ltdo27 asnii biped ratloiey : 22.88(1) 
Cominco Ltée... . . . sat Ub a ht 22.88(1) 
Cominga Compagnie Miniére de ’Ungava .. . 
MEHL ik cee an, @ pisnegas ahaa ee en .03(2) 
Commerce Nickel Mines Ltd. ........ .08(3) 
Commercial Finance Corporation Limited... . 
no » s DATO, 2toMROs 3 2INSIGT. SVR (4) 
Commercial Holdings & Metals Corp. ...... 
NG. 6 conn s POIDEHA T-OSAEV LTO nor. De 00(1) 
Commercial Life Assurance Co. of Canada . 
antes Soap eee eee ve ae Ee Ry (4) 
Commercial Oil & Gas Limited. ...... .09(2) 
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Commodore Business Machines (Canada) 


TO eG ie awe io a th Sek ora lle al 8.13(1) 
Commodore Business Machines (Canada) Lim- 
iteda(A), Wty oases 2c9aie ll dnslabity 4.25(3) 
Commonwealth Holiday Inns of Canada Ltd. 
Hest ie & pee Cle, JOner en, beinh: 12.25(1) 
Compton Exploration Ltd.............. (4) 
Computel Systems Ltd............. 3.00(1) 
Computtex: Centrés tIitd? ziccint! holabins .38(1) 
Comstock Keno Mines Ltd........... .07(3) 
Comtech Group International Limited....... 
wt $4epe 2 < veri take ohms oS) R D3 i 1.90(2) 
Comtech Group International Limited (5% Cu. 
Pr.) Did coodmieigsa toswia) bolabilosaa (4) 
Concorde Explorations Ltd............. (4) 
Concourse Building Ltd............... (4) 
Condor Mines Limited ............. 1101) 
Conduits National Co. Ltd. ......... 3.00(3) 
Congress Mining Corporation Limited ...... 
Cee sah sy wht Ma mavO Boleniins .48(3) 
Coniagas Mines Ltd: ac) 2s. olabilie .28(2) 
Conigo.Mines sLidzaiy!. rkined eich: 138) 
Conoco Silver Mines Ltd. ........... .25(2) 
Con Quest Exploration Ltd). ......... .40(2) 
Consolidated Ad Astra Minerals Ltd. ... .11(2) 
Consolidated Bathurst Limited....... 7.88(1) 
Consolidated Bathurst Limitée ....... 7.88(1) 
ee eae Bathurst Limited (6% Cu. Pr.) 
TB Ged oe, eLA TOA aL 1828 i eian. 14.75(1) 
Gansclidated Bathurst Limitée (6% Cum. Priv.) 
See wees A) COUT) OURO AL ot siy 11.75(1) 
Consolidated Bathurst Limited (Wt.) ... .55(2) 


Consolidated Bathurst Limitée (Wt.). .. . .55(2) 
Consolidated Bathurst Ltd. (1968 Wt.) . pena. 


ig njevlebiecb th Oia eabbetls Jetebrt 3.00(1) 
Consolidated Bathurst Limitée (1968 Wt.).... 
es eye IO CaiOn Bey Y boleh 3.00(1) 
Consolidated Bellekemo Mines Ltd...... 01(2) 
Consolidated Brewis Minerals Ltd...... .08(3) 
Consolidated Buffalo Red Lake Mines Ltd... . 
ee eer Ns we nS cet oa. ne hak .07(2) 
Consolidated Building Corp. Ltd...... 1.50(1) 
Consolidated Building Corp. Ltd. (6% Cu. A. Pr.) 
i agin igri mans = eR MRM eS (4) 
Consolidated Callinan Flin-Flon Mines Limited 
lege patna gal TON. 5 Wiican ye preamp APS .07(1) 
Consolidated Canadian Faraday Ltd...... 80(2) 
Consolidated Canorama Exploration Ltd. .... 
OE ees Ai VARCIOc? UB). Laie i:45(2) 
Consolidated Daering Mining Inc. ..... .09(1) 
Consolidated Developments Ltd. ...... .70(1) 
Consolidated Diversified Standard Securities Ltd. 
(Cl A:) Did eoumiogio. fink isis 2.50(2) 
Consolidated Diversified Standard Securities Ltd. 
C2 Stee) coer a iy cee a d's, wns 25.00(3) 
Consolidated Dolsam Mines Ltd. ...... .12(2) 
Consolidated Durham Mines & Resources Ltd. 
Ne se oa. bes etc, sek ddod ona, KUO LIB AOL Mik, Leas .73(1) 
Consolidated East Crest Oil Company Limited 
Cee Le aig > esis eae ere: BOO! 1.52(2) 


Sch. VIE 


Consolidated Fenimore Iron Mines Ltd. :..: . 


0 Ay a a eee ee eee .02(3) 
Consolidated Gem Exploration Ltd... .05(2) 
Consolidated Harpers Malartic Gold Mines Ltd. 

id ‘sbatkoeto ened abilol -ilsewaoat .05(3) 
Consolidated Imperial Minerals Ltd... .. . 07(2) 
Consolidated Manitoba’ Mines Ltd. } 20... 2. (4) 
Consolidated Marbenor Mines Ltd...) 1.55(1) 
Consolidated Marcus Gold Mines Ltd... .... . 

LE UPI SS URS ORE eentiel ons PY Aspen 0X3) 
Consolidated Mogador Mines Ltd. ».. . . .03(2) 
Consolidated Monpas Mines Ltd......... (4) 
Consolidated Montclerg Mines Ltd. .... ...03(2) 
Consolidated Morrison Explorations Ltd. ... . 

JES MP y! SET ennitemlqxl sire 1.58(1) 
Consolidated Negus Mines Ltd... oe. 07(1) 
Consolidated: Nicholson Mines Ltd. \/ .:..>.05(1) 
Consolidated. Northern Exploration Ltd.'s) . 

~.. asia natiszodio . oni’ e2ers .29(2) 
Consolidated Novell Mines. Ltd........ .02(3) 
Consolidated Oil & Gas Inc. 2.24». ei 4) 
Consolidated Panther Mines Ltd.>. 2) .29.230(3) 
Consolidated Pershcourt Mining Ltd. 2.05. (4) 
Consolidated Professor Mines Ltd. 22... 2. (4) 
Consolidated Proprietary Mines Holdings Ltd. 

MPL DM: boil ter ieee hs: reds ioe O61) 
@brisclidated Prudential Mines Ltd. .. .10(3) 
Consolidated Rambler Mines Ltd).-)..).. - 1.55(1) 
Consolidated Rexspar Minerals & Chemicals Ltd. 

2 SD OP asin tans. bsishiine .16(1) 
Consolidated Ribago Mines Ltd. ...... .02(3) 
Consolidated Shunsby. Mines Ltd. -......... .10(1) 
Consolidated Standard Mines Ltd... s:. .05(2) 
Consolidated Textile Mills Ltd: ..0..0.. 4.75(1) 
Consolidated Theatres Ltd. (Cl. A.) .. 2... (4) 
Consolidated Vigor Mines Ltd... 2.0. >. .03(3) 
Consolidated Virginia Mining Corp....... (4) 
Consolidated West Petroleum Limited ov... . 

2.2 sb laren aie dl hasbil: 1.28(3) 
Consumers. Distributing Goris Limited 

Se i a Aa ae a Ean tinsel p i lens iy 23.88(1) 
Consumers Gas Company... 2). i... 19.50(1) 
Consumers Gas Company (5-1/2% Cu. A. Pr.) 

Roe ©.5 4 Seen, RAG Oe eee ern s! Sereae 83.25(2) 
Consumers Gas Company (5-1/2%: Cu. B: Pr.) 

RO ig Bt ety oe re npk gee ope Rey 84.00(1) 
Consumers Glass Co. Ltdiisc eo o2.). 10.50(2) 
Contact Ventures Ltd. os ssors.). Rejabrlce 1551) 
Continental Can Company Inc. ..... 32.00(3) 
Continental Cinch Mines:Ltdi 02)... ). .09(2) 
Continental Copper Mines Ltd: )..).. >. .08(3) 
Continental McKinney Mines: Ltd. . .08(1) 
Continental Potash Corporation Ltd. . Pye at NS 04(1) 
Continental Research & Development Ltd. . . . 

ESRD Ee ree meee ae be + Y. lal Oc -7200(1) 
Controlled Foods International Ltd. . 1.90(2) 
Conucokimited, .2oci saw Jheishiin3 i35(2) 
Conwest Exploration Co. Ltd. AA NOR peg et) 
Cooper of Canada Etdi 2. ei hoa’, 14.50(1) 
Sdpconda -‘Mines*idaes pase hts Sees (4) 
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Copeland Process Ltd.) sess. enn). 4.00(1) 
Cop-Mac Mines Ltd. > asinine. tainsial.% :23(1) 
Copp-Clark Publishing Co. Ltd. (Pr.) ..... (4) 
Copper Corp. of America ....0....... .08(3) 
Coppercorp Limited; wiish aolautt-susty 15(2) 
Copperfields Mining Corp. Ltd... 22. 1,25(1) 
Copper Giant Mining Corporation Ltd....... 
.. . UCI t VIRGO}. 5 EWOIG Digits :10(1) 
RaODeL Oni. WM Ads 26 tea aie oe coe 04(3) 
Copper Lake Explorations Ltd. :...... 31(1) 
Copperline Mines Limited........... .19(1) 
Copper-Lode Mines btd. siomdidaiC. sili .09(1) 
Copper-Man Mines Ltd.) 2.5 28 covn -.04(1) 
Copper Pass Mines Ltd. 22.0 soe ee, (4) 
Copper Queen Explorations Limited. .: . . 09(2) 
Copper Ridge Mines Ltd. 2. 2.002.005 .22(1) 
Coppersiream-Frontenac Mines Ltd. ...... (4) 
Copperville Mining Corp. Ltd... 2... .09(2) 
Corby Distilleries Limited (Cl. A.) .. . 23.00(1) 
Les Distilleries Corby Limitée (Cat. A.) . 2... 
SE cas Neat Ved AE i. aor! asqqaD s23i00(1) 
Corby Distilleries Limited (Cl. B.). . - 23.50(2) 
Les Distilleries Corby Limitée. (Cat. B.) 
wee we hed) OLA BROMIIST BOONE 23.50(2) 
Corgemines. Limited hi.f.2sD. bis iO. leic, .20(2) 
Corgemines;Limitéejmio). azotalisd. siden .20(2) 
Cornat Industries Limited .......... 1.65(1) 
Coronation Allied Industries Ltd.» 2.2 20. 57(1) 
Coronation Credit Corp. Ltd... 0... 00.. 120(1) 
Coronation Credit Corp. Ltd. (6% Cu. Cv. A. 
PE.) -on9e chet. HOMBIOUIO.D. 2giah. idk 1.75(1) 
Coronation Credit Corp. Ltd. (2) Wt.) 2.22. (4) 
Coronet Mines Limited 2... soy). ice. 25(2) 
Corporate Foods Ltd. 23 ..00, Mi .siside 8.00(2) 
Corporate Foods Ltd. ($2.75: A. Cu. Pri)... .. 
Sa: PSs Rt ge RE BRR org eid 28.00(2) 
Corporate Properties Ltd.2ccn1aco ll. xolq 3:3,101) 
Corporation d’Expansion Financiére . 1.25(2) 
Coseka Resources Limited 2... 000. 1.01(1) 
Cosmic Nickel Mines Limited ........ .09(2) 
Cosmos Imperial Mills Limited ... 0... .85(1) 
Costain, Richard Canada Ltd... 0.1%) 0) 7.50(1) 
Coulee Lead & Zinc Mines Ltd. . .....123(1) 
APOUTECT EX DIOLAOS LAC. 2 a4 vise taid aa .28(2) 
Courvan Mining Co. Ltd: 3. eee aw, NAY) 
Cover Uranium Mines Ltd. Wal! oping (4) 
Cowl Limited, ....... .Bi Tl esnteubal 3 3.50(1) 
Crackingstone Mines Ltd. 200. 20. 0 00) . .04(3) 
Craibbe Fletcher Gold Mines Ltd. . ...... .01(2) 
Graig. Bit Co. Lid., The... ....a3iJ ase 4.75(2) 
Craigmont Mines Ltd... 26. 2.002 ons 7.00(1) 
Pera. ito s Ral eae uu. cena 11.13(1) 
Crawford Allied Industries Ltd. .. 2... 1.85(1) 
Cream Silver Mines Limited ... 2.2... .24(2) 
Creative Patents & Products Limited ....... 
~ +» aah ites, Gistong do 2QNibiaH Ipioise 2:25(1) 
Credit Foncier Franco- Canadien «.¢0.2-- 57.00(2) 
Credo Mining Limited): 2... ... 2.0505 05(2) 
ree, [ake WIRE pea aig tas ae .40(2) 
Crest Venturessistdrit 2st) 2 1t0 fatoisan .18(3) 


Sch. VII — Publicly-Traded Shares or Securities 


Crestbrook Forest Industries Lte@s)Y', 223190(1) 


Crestland Mines-Ltd. ...)'.4. 4 Ipfy/), Sinig 1/407(2) 
Crestwood Kitchens Ltd...) 20% ML STIDMINFD() 
Cresus Mining Limited 2... ¢% tL, egos .07(2) 
Les Mines Cresus. Limitée 098.) [0 to '.07(2) 
Creswell Mines Ltd... 05) so0002. 4 » dont? (4) 
Mra GombetdioWweb. 2 eoos.44n 00 oe ow 3.00(2) 
Crowbank Mines Ltd... D.aec i Peon. 12(2) 
Crown Cork & Seal -CooLtd.ut sown! 150.00(2) 
Crown Life Insurance Company.... .... 30.25(1) 
Crown Trust Company 2 .ii. eon. »15.50(1) 
Crownbridge Copper Mines Ltd. .............03(2) 
Crown Zellerbach Canada Ltd: (Cl. Ai)ouus. . 
»Hinencial Corphetinl leamioskM 16.63(1) 
Crows Nest Industries Ltd; y seco). .26.00(1) 
Croydon: Mines htdsbad edith 21a: 7.14(1) 
Croydon Rouyn Mines: Ltd.'s ee. ch xs .03(3) 
Crusade Petroleum ‘Corp. Ltd... ..50. +s 65(1) 
Cosh International Ltd td... bee 19.00(1) 
Cultus:Exploratiom Lidiyyonasind -crsess .20(1) 
Gumex Mines: btdvis {53.3 eaonwessS eons A5(1) 
Cummings Properties Limited ..).)... Lege (A) 
Les Immeubles Cummings Limitée .....4.. (4) 
Cumont:-Mines-Ltdie nuh odin ere atest 32(2) 
Cunningham Drug Stores Limited). ........« (4) 
CivieriMinesubtdyare Kh pasar anary Bross 10(1) 
Cygnus Corporation Ltd. (Cl. ro Wal ae 575(1) 
Cygnus Corporation Ltd, (Cl. B.) i... .. 625(1) 
Dairy Barn Stores of Canada Limited: .3....... 
amel. dr Heating Brokipte. | seaitend tee) 2.07(1) 
Dairy Barn Stores of Canada Limited (Wt.) 
gnel. &. Heating. Peodpuys Laeaiesl fa Las 38(1) 
Dale-Ross Holdings Ltd. ..». ).)... 2)... 6s 7.50(2) 
- Dale-Ross Holdings Ltd. (6% Cu..A. Pr.).... 
aren. Management DAG. wilh uek ens 7.50(2) 
Dalex Co. Limited (7% Cu. Pr.) .... 80.00(2) 
DaléxecMines Tuimited s.r. 4 ss eee ees .06(3) 
Bialicurs!Ceadons.aait.. So cedd eee we we 12.50(3) 
Damousie ibe oidiidivies TG ve ee 2 3d .18(3) 
Daniel Diversified Ltd? 2. cic a .30(2) 
OFA. NINN s cetaceans een ebb arn ed .60(2) 
PyAnag drones Bt. oe eas .17(2) 
Paxikhawki Mines tas so. eee ye wee ee ag .40(2) 
Darsi Miries! Limited: 3 yn. a. .09(1) 
Dasson Copper Corp. Ltd... .. ere maith .19(1) 
PaaknerSystemiltie Toa. aga dist, CB) 
Parferks "Mines. LU0 Co cue fo cp bs 1.00(1) 
Poataproidstd fe fester ace Cay, | Paes oe Zo) 
Dauphin Iron Mines Ltd... oe .07(1) 
PavidiMineralsdetdanne te. oe cee KA) 
Davis Distributing & Vending Ltd. TO 2) 
Davis-Keays. Mining ComLtdo*.') “oth -10() 
Dawson’ Developments Lid... ...5... 6.00(1) 
Debenture & Securities Corp. of Canada (5 Cu. 
Pe) Uinowva Nites. Earned ~7.'. 7% 'a'n saad (4) 
Debhold (Canada) Limited (6-1/4% Cu. B. Pr.) 
state ty te pabch OF OE SiON ie 78.00(2) 
Decca Resources Limited 0.0 0. 0). 2.20(1) 
Deerhom -Mines -Ltds. ».-.:.+. is... tate te td .03(1) 
Dejour Mines: Litdiy:.) Ho) is omen, 17(1) 
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‘Delahey Consolidated Bee Mines Limited 


YP ens | DOME YBBOIND, 2261) fp Lig .05(3) 
Dp Bldsna Gold Mines Lid: ,22bh) POUT A5(1) 
Delhi Pacific Mines Ltd.) -.-.-.-.-.6.0.0.604 .07(2) 
| Delkirk Mining Ltd. . 2... SSIS POUT .07(2) 
- Delmico Mines Ltd. Ai AO MSAbI4 PIP LG .03(3) 
Delta-Benco... 2.6090: Wj22,9 Li.4 FOL 1.65(2) 
Delea Hotels kid. caggeweacA .} . eumasq 2.30(2) 
~ Delta Hotels Ltd. (6% Cl. A. By) P 210 Of,.B5(2) 
Delta Hotels Lid (ROBO), 9h OOS (A) 
i \Deltas Minerals (@orp.O9iimi) 9ih4 POMEMTIDS (4) 
Delta Petroleum Corporation Ltd... :'...73(1) 
Deltan Corp: Ltdiio... 2. BIG) 19 floMM: 6.38(1) 
~ Deltec Panamerica iii eo Anonima) ..... 
sate ty ts PPE PINSMBZIV AL PeINOSG-fpT) 1.00(2) 
Petasey-Manes: Ltdi «otto ce tee ete A472) 
“Denison Mines Ltd. 0). 2.00. GSP 24501) 
Derby Mines: LAd so rinent tithe cette tee tote tate ld (4) 
' Derlak Red Lake Gold Mines Ltd.) 2.0. 01(3) 
-) Deseret Peak Mines’ Ltdi. 0 220. 0) 18) 
Desjardins’Mines Ltd iv. ea Pyles 55(3) 
Despina Gold Mines Ltd... 00. ee (4) 
‘Pestorbelle:Minés Lidwcais-.t.h. 013) 
Devil’s Elbow Mines Ltd... 2... 2 8. 06(2) 
‘Dickenson Mines Ltd...:. 0:00.02. 85(1) 
L (Pictator:Minés ‘Ltd se13e.-o1 RE 331) 
')@ascovery. Mines. Ltd. »...4.-. 9°00: L WSUTIOPS(2) 
‘.) Dison International Ltd... 2. 1.34(1) 
Distillers Corporation-Seagrams Ltd. 2.2... . 
has. Ritpree. Latte. we wete tate tte te tate te 31.25(1) 
PistrictT TastiC@oien. hoemPsck APN) Ps 15.00(3) 
Diversified Credit Corp. Ltd... .. AESOUO' (4) 
Dixie-Carolina Mining Corp. Ltd. ....... (4) 
1)12P.: Diversified: Lid 2-7 a BBO", (4) 
Dog ’n Suds Food Services Ltd. .. 2...’ .25(1) 
Dolly Varden Mies Htdstot. snag '35(2) 
Doman Industries Ltd. ...... Ot SHG 9.75(1) 
Doman Industries Ltd. (6- 1/2% Cu. Cv. A. Pr.) 
SVS OP SO UTEEE EERO: SIGS Ro 39.00(1) 
Doman Industries Ltd. (Wt.) ....... 22-00(2) 
Domeo Industries Ltd. . 2-2 ee. 5.00(2) 
Les Industries Domco Limitée....... 5.00(2) 
Dome Mines Ltd... 2... ORG RS | SAUEEY: 54.50(1) 
Dome Petroleum Ltd... ......00... 34.00(1) 
Dominion & Anglo Investment Corporation Ltd. 
fal Lowden OME DE HONGERS COLAO’ (4) 
Dominion & Anglo Investment Corporation Ltd. 
(8-9o; Cun! Prasesgcers os i OE, 74.25(3) 
Dominion Bridge Co. Ltd... 0.2... 23.75(1) 
Dominion Citrus & Drugs Ltd. ...... 8.50(2) 
Dominion Coal Co. Ltd. (Pr.)).. .. 2 23.38(2) 
Dominion Corset Co. Ltdi oo ee. 6.00(2) 
Pominion’ Dairies: Ltd:. +... -...-.-.-.0. 0°. 34.00(2) 
Dominion Dairies Ltd. (5% Pr.) 0)... 25.00(3) 
Dominion Explorers Ltd... 28... 200. 2. 1.40(1) 
Dominion Fabrics Limited... . 20.0 O20. (4) 
Dominion Fabrics Limited (Cli A. Cu. Pt. Pr.) 

86, Shwe SOMERS SOE QSOS! 2op Ty 4.38(3) 
niviban Foundries & Steel Ltd. 25.00(1) 


Dominion Foundries & Stéel Ltd. (4- 314% Cu. A. 


Sch. VII 


Pridai.l. aouih4 -falsitt. bajsbildenie’ vi 74.00(1) 
Dominion Glass Company Limited... 10.25(1) 
Dominion Glass Company Limited (7% Cu. Cv. 


Pr.) (... ++, y+,+,>.+,0 Sib b CoA Bie 12.75(2) 
Dominion Jubilee Corp. Ltd. ......... .70(1) 
Dominion Leaseholds Ltd............ .06(1) 
Dominion Life Assurance Co. ...... 95.00(3) 
Compagnie d’Assurance sur la Vie Dite 

Dominion (.49.-A- J').320} by slasok 95.00(3) 
Dominion Lime Limited ........... 7.88(1) 
Dominion Lime Limited (Wt.)......... 50(1) 
Dominion Magnesium Ltd. ......... 6.00(2) 
Dominion of Canada General Insurance Co. 

... (oosinouk babaigng) salzaneied- osdtee (4) 
Dominion-Scottish Investments Ltd......... 

nhs cetlusii a te sctuse Bahl oe OE ae 15.68(3) 
Dominion-Scottish Investments Ltd. (5% Cu. Pr.) 

ep eoreetinm ttatye me ede Ly SS 2 30.75(2) 
Dominion Stotesskidks ftor) 434.1 hes. 15.00(1) 
Dominion Textile Limited......... 21.00(1) 
Dominion Textile Limitée ......... 21.00(1) 
Dominion Textile Limited (7% Cu. Pr.) ..... 

Fos ted run eek be ae. et ee er 101.00(2) 
Dominion Textile Limitée (7% Cum. Priv.).. . 

wo Iytigs pe on ea Eee tae 101.00(2) 
momar Limited ......': 2. htt sasha ae 12.25(1) 
Bomtar Cimitee ATT eanihh vie 12.25(1) 
Domtar Limited ($1.00 Cu. Pr.) ..... 13.38(2) 
Domtar Limitée ($1.00 Cum. Priv.) ........ 

Faber eappiecitinenangs, SAR Dw at's Tonge “id etl toe 13.38(2) 
Donalda Mines Ltd? a ieereh. tah .08(1) 
Donlee Manufacturing Industries Limited . 

wt acy no fetal” STOO) QOSEREE EA BABI LOE dee 4. 50(2) 
Donna, Minés ‘Limited 337 be ciiseauscrot. .07(2) 
Donohue Company Limited......... 4.00(1) 
La Compagnie Donahue Limitée .... . 4.00(1) 
Donohue Company Limited (6-1/4% Cu. Pr.) 

J. 9). te.) MON hs bil partoibat + 15.75(1) 
La Compagnie Donahue Limitée (6-1/4% Cum. 

REND eters eke et at ee 15.75(1) 
Donrand “Mines Ltd ot py .7. acisaseiel aorine (4) 
Won-X. Mines*Lide net pomoll osaipobal os. (4) 
Doral Mining Exploration Ltd........... (4) 
Dorion Red Lake Mines Ltd.........3-.. ... .01(3) 
Dortta Silven Mines. Ltda sfagd = ‘dominic 11(2) 
Douglas Leaseholds Limited ........ 2.25(1) 
Dove duake, Minesciney al jin GA 2 omnis 40(3) 
Dover Industries Ttd) os fees one. a 15.00(1) 
Dover Industries Ltd. (6% Cu. Pr.).... 8.00(1) 
DRG Limited 345-7. said 3 Sask) nok 14.00(1) 


Drummond Die & Stamping Co. Ltd... ... 16(1) 
Drummond Welding & Steel Works Ltd. (Cl. A.) 


Bs +. <4+,0 00,0 0,:.2,22+.8 aftel ASrirRel HORE 3.00(2) 
Dubuisson Goldfields Ltd............ .03(3) 
Ductos Mines Ltd’). asides comin .16(2) 
Duke Mining Company Limited....... .20(2) 
Dumagami Mines Limited........... .19(2) 
Les Mines Dumagami Limitée........ .19(2) 
Dumont Nickel Corporation. ......... .29(1) 
Duncan Range Iron Mines Ltd. ........ 10(3) 
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Income Tax Regulations 


Dundee “Mines, Ltd steels jeai0't today .18(1) 
Dunrame Mines Ltd. >. ha. Pan baehe .14(2) 
Duntetra Mines Ltd. ht ansdoti thao fear (4) 
Dunvegan Mines Ltd. a4twiai.}. wait eles (4) 
Dupont of Canada Ltd. ........... 20.25(1) 
Dupont of Canada Ltd. (7-1/2% Cu. Pr.)..... 
TPCT LCE «86 thd 8 BF 52.00(2) 
Duport' Mining Co. Ltd-itt 2snih dnadedy. (4) 
Dupuis Fréres Limited (Cl. A. Cu. Pr.) .. 0... 
The cous cose KMD). 1B MIZELL BML Ah 6.00(2) 
Dupuis Fréres Limitée (Cat. A. Cum. Priv.) 
cic dswyecne gidhet edule 19GGQ 2 Sebrdi 6.00(2) 
Dustbane Enterprises Ltd. .......... 6.50(1) 
Dusty Mac Mines Limited........... 10(2) 
Duvan. Copper..Co.utdamizubal, ella .03(2) 
Duvex. Oils &- Mines. Ltd.oit eof goby .O2(2) 
Dylex Diversified Limited.......... 8.75(1) 
Dylex Diversified Limited (Cl. A. Pt. Pr.)... . 
Se state rane ate tetens) BUDE, MPM QUOILIQIML § 8.63(1) 
Dynacore Enterprises Ltd... ..........., (4) 
Dynaco Resources. Ltd. -... DJ.) 2 NE W29(2) 
Dynalta Oil & Gas Co. Ltd. 2.2.0... 1.25(2) 
Dynamic Mining Exploration Ltd. ..... .16(2) 
Exploration Mini¢re Dynamique Ltée . . . .16(2) 
Dynamic Petroleum Products Ltd. .... 1.02(1) 
Dynamo Mines Limited ............ 17(2) 
Dynasty Exploration Ltd. .......... 5.90(1) 
Papie- Gold (Mines tdi, POV ORS ee 3.00(1) 
Bagte Industries tainted > ete ee Mieee 5.63(2) 
Pagie River "Mines Limited:-. >. .0y.7.:7°.-.1.38@) 
Farictesi\inesources bid. or eS .11(@2) 
Panly Bird Nines Htd ses ee 
East Amphi Gold Mines Ltd.......... .O1(3) 
sts Day CIC lg a cn. cS is ae ee .04(3) 
hastemiBakeriést Pidt td. Pe 4.00(2) 
Eastern Bakeries Ltd. (4% Cu. Pr.) ...... (4) 
Eastern Canada Savings & Loan Company .. . 
SMG Nike. MaRes. Limited, on 12.50(1) 
Eastern Utilities Limited (5-1/2% Cu. Pr.).... 
MOIS Cai UNA DAC. «504: bebe pecee ae (4) 
masigate. dad’ & Ziko. Mines id ee .73(1) 
Hast) bun Gold! Mines Ltd mm wcpeese caer .O1(3) 
Bast MalarticiMines Ltdy ©, 0 ecyscc alge .95(2) 
Eastmont Larder Lake Gold Mines Ltd. ... (4) 
Eastmont Silver Mines Ltd............. (4) 
Bastrocks Explorations -Iitd..-)-.-..-0 peas .40(3) 
East Sullivan Mines Ltd... ......... 2.70(1) 
wast: Ventures‘ Rtd. | BS 1. sc nae cred cena .04(2) 
Hastview Mmeés* Ltd... -..a:9 7 once acne Beet (4) 
Raton ‘Corporation, wists -& onesmiivton’? 42.00(2) 
Echo ‘Bay Mining’ btd) 3 ke oy neon .15(2) 
Economic Investment Trust Ltd. .... 13.75(2) 
Economic Investment Trust Ltd. (5% Cu. A. Pr.) 
a Wiehe PRR ce TAG hatte Sara 32.50(1) 
Eddy Matel.Gos Lidia? Pseh cc ty bi 10.25(1) 
Edmonton Concrete Block Co. Ltd. ...... (4) 
Edmonton International Speedway Ltd....... 
viv ie degetpage.eje, 42° cheaes nkgde le Dota: Ieee .65(1) 
EDP Industries Limited . . .b) J ceaihd awa .30(2) 


Sch. VII — Publicly-Traded Shares or Securities 


EDP Industries Limited (5% Cu. Cv. A. Pr.) 


ee i me A WY. CUCL). ORL IRIILOS OTM. SRUL4 
EDP Industries Limited (Wt.) 2.00. 20200, 3 
Beo Mines Etdistique> joanmalsvad | is7cQ9(1) 
El Bonanzo Mining Corp. Ltd. 2.0 2 12(3) 
BpCoco’ Explorations. Ltd? oo .07(2) 
EHlectrohome LimitedotioD. 2oimienG | 41.00(1) 
Electrohome Limited (5-3/4% Cu. A. Pr)... . 
Mt ee Se ee pet er TIO) 
Electro-Knit Fabrics (Canada) Ltd... .. 5.38(1) 
Electronic Associates of Canada Limited .... 
0G 0.25... aQimegio”n 210IoM Is 2.25(1) 
E-L Financial Corporation Limited. . . .:6.88(1) 
E-L Financial Corporation Limited (A. Cv.’Pr.) 
OAT rarer DLA, aoubord In 9.75(3) 
E-L Financial Corporation Limited (Wt.) .... 
Gore MpOS Li... bib asauoee  igidh4 (2) 
Elk Creek Waterworks Co. Ltd... .. ' LRIONS (4) 
Elmac Malartic Mines Ltd. ..... ih, OQAE :03(3) 
E] Paso Natural Gas Company..... 00... (4) 
Embassy Petroleums Ltd.... 2.0.0... 2... .43() 
Embassy Petroleums Ltd. (A. Wt.) ... 2... .20(2) 
Emco duimitedsiition aug Wiest reouk FAs 6:25(1) 
Emperor Mines Ltd. .. 2.0... IN2ah JAaUE :10(1) 
Empire Life Insurance Co., The...... 8.00(2) 
L’Empire Compagnie d’Assurance-Vie ...... 
=Weview Manes Lid... .yoaqmal id, 8.00(2) 
Empire Metals Corporation Ltd... 2... .10(1) 
Empire Minerals Inc..0)J 2agil. Jones Ml. th .05(1) 
Enamel & Heating Products Limited (Cl. A.) 
weet. Lake. Lenk Lemoalousd aos, 2Q5(2) 
Enamel & Heating Products Limited (Cl. B.) 
pt Stank Salon Mipes- b Udit. con. x 1.25(2) 
Pnex Mines,.Ltd.>..)..15 (oihlaaae 28ee .21(2) 
Entarea Management Ltd. . 2... 22.0.5 5.00(3) 
Equatorial Resources Limited »....... -19(1) 
Ericksen-Ashby Mines Ltd. 2... 0.0.2 26. (4) 
ERI Explorations Inc. 2... 0.0. 22s .77(2) 
Erie Diversified Industries Ltd... ..... 8.00(2) 
Erie Diversified Industries Ltd: (Cl. A.) ..... 
Be ie ects SP taal avian “hte & 8.00(2) 
Eskimo Copper Mines Ltd. 2.00... 2. -12(2) 
Essex Packers Limitedi. .2).). Gica. aoe. (4) 
Essex Packers Limited (5% Cu. 1st. Pr.) ... (4) 
Ethel Copper Mines Ltd... 002. oe ee. (4) 
Evangeline Savings & Loan Co... 2.2... (4) 
Evenlode Mines Ltd. . 2... .00.0.05. .01(3) 
Excellence Life Insurance Co. (The). 2... . (4) 
Excellence Compagnie d’Assurance-Vie ... (4) 
Excelsior Life Insurance Co... 2.2.0.0. (4) 
L’Excelsior Compagnie d’Assurance-Vie ... . 
cht e.wite, .abtiek CORPO ZS JOR TST. 1B (4) 
Exeter, Mines Lid. © . Qi. 250M J68 0% .40(1) 
Exporlron Limitediot, Daieo Nous. 0, .45(2) 
Expo Ungava Mines Limited......... .20(2) 
Exquisite Form Brassiere (Canada) Limited. . . 
Sane to oe ink DODRIOU RA, AWE 4.10(1) 
Exquisite Form Brassiere (Canada) Limited (6% 
Rr CV. Pt.) a gs ade 2 aiken, Cte YO X9619B(2) 
Extendicare Canada Ltd. .... 2.0.0.5. 8.50(3) 
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Sch. VII 
Extendicare Canada Ltd. (Wt)... 2.00. 3:50(3) 
Fab Metal Mines Ltdoo .ioneiignd b.ak .04(2) 
BeaTEDOLR . NUNES GEAQa yo i eaee venta in Big & x A .12(1) 
Fairway Explorations Ltd. ...... Rilo Ht (4) 
Falaise Lake Mines Ltd. oo. 2. ole, .16(1) 
Falconbridge Nickel Mines Ltd... ... 81.00(1) 
Falcon Explorations Ltd. . 2... 60. 00. 55(1) 
Fallinger Mining Corporation ...5.. .1.32(1) 
Family Life Assurance Co. (50% Paid). :.. (4) 
La Familiale Compagnie. d’ Assurance-Vie (50% 
ANC Mian lanes ci oan 6 p MIT thal 0 OOM, FA, (4) 
Fanhex.Resources Ltdiif 2isiGH 2noasec. 37(2) 
Far ast, Minerals*Dtdsit 2icial 2irozsad 2u¢ (4) 
’ Farmers & Merchants Trust Co. Lids... 0... 
ieee iain copies pwn eS St Bee 2:50(2) 
Farwest Mining..Ltd. bi 1 onioid. ieaneoih., .06(2) 
Fathom Oceanology Ltd... 2.2 oon cae. 17341) 
Fawn Bay Development Ltd.......... .05(1) 
(1 Federal. Diversiplex, Ltd. 2s.) © .sm 1.20(2) 
Federal Grain Limited... 2220. 8.00(1) 
Federated Mining Corp. Ltd... 2.0.05. 45(1) 
Federated Mining Corp. Ltd. (Rt.) 2.00.6. (4) 
Fidelity Mining Investments Ltd. ........06(2) 
Fidelity Mortgage & Savings Corporation... . 
BE anda hen ah acini wene ater’ jcied PSE (4) 
Compagnie d’Hypothéque et d’Epargne Fidelité 
(WL... ih eoneiolgxd I9iigo: (4) 
Bidelity: Foust:Co.o Pheccio xolisal tue bidh(2) 
Pidelity. Trust Co... The (Wt). 2.2... -., .65(2) 
Fields Stores Limited .. 2.00.05. 0.. 13.50(1) 
Financial Collection Agencies Ltd... . 16.00(1) 
Agences de Collection Financieres Ltée. ..... 
Bw see eht AOUSIOMA [6Qinioo 16.00(1) 
Financial Life Assurance Co... 2. 2 oe. (4) 
Finlayson-Ent..(A.)...... .botigart 2 3 14.00(2) 
Finlayson Ent..(B.) .". . ovueit. conv. 4906 (4) 
Finning Tractor & Equipment Company Limited 
Tiel. ovo). palin moi Sslassilr 12.50(1) 
Parse, City Einancial Corp. Lida... si - Dots) 
First Maritime Mining Corp. Ltd...) ... .60(1) 
First. National City. Corp!.csciNi taviie aban (4) 
First National Uranium Mines Limited ...... 
Si le he sda Ce en Bees 8 2 .15(2) 
First Orenda Mines Ltd... 2... 2. ee 08(1) 
Fiscal Investments Ltd. ...........-- 9.00(2) 
Fiscal Investments Ltd. (Pr.) oi. cou. :20(2) 
Pitings. Lid... -)-,.bi0 anil 19qqo. 15.00(2) 
Five Star Petroleum and:Mines Ltd... .. .16(2) 
Flagstone Mines Limited... ........ 17) 
Fleet Manufacturing Ltd........0.0..4 .86(2) 
Fleetwood Corporation .....0....... 8.00(2) 
Flemdon. Ltd... .Daiiait oO. Siri ss 1.40(1) 
Fleming Mines Ltdiicen. cio. ie :01(3) 
Flin Flon. Mines Ltd... Cyt. 2900. u%0t 272) 
Flint Rock Mines Ltdic™.. 2s oe. 1:95(1) 
Foley Silver Mines Ltd.0. 2.5... 02-4. .04(3) 
Fontana Mines (1945) Ltd. 2... 5.0.2... .03(2) 
Ford Motor Company ..........-. 70.00(1) 
Ford Motor Co. of Canada Ltd... ... 82.75(1) 
Forest Kerr Mines Ltd... .......---- .04(3) 


Sch. VII 
Fort Norman Explorations Inc... 2.2... . 53(1) 
Société d’Exploration Fort Norman Ine. ..... 
LATOR SASS SOM Dan hit Sa. aioe 53(1) 
Fort Reliance Minerals Ltd)... 2.20.02. .32(1) 
Fort St. John Petroleums Ltd. .. 2... 2° ».67(2) 
Fortune Channel Mines Ltd. .. 1.2.0... .14(1) 
Fortune Channel Mines Ltd: (A.; Wt.) ..... (4) 
Fosco:Mining Ltdotemew>: erinil’ 138% 1.18(3) 
FoundersiGroiipc)..oD.ssnsiwees stih yi 45(2) 
Fourbar Mines Limited .........2... .10(1) 
4-F' Foods. Limited! Pe" 2Y 2. od CS RA .19(2) 
Four:Séasons Hotels Ltdiii eaosuars8, 14.25(1) 
Four Seasons Hotels Ltd. (Wt.) ...... 6.50(1) 
Four Seasons Mining & Resources Ltd. ... (4) 
Ras iaKke Mines tdi Veeune ny La es. .03(2) 
FPE Pioneer Electric Ltd. (Cl. A.) 2. 2°17.50(2) 


FPE Pioneer Electric Ltd. (5-1/2% Cu. Cv. A. 


Br.) 2.22... -bidtdAnmemagolsyed] vei 69.00(2) 
Francana Oil & Gas Ltd.) vse via. . 4.55(1) 
Fraser Companies Limited. +... 2... 12.13(1) 
Frebert ‘Mines ‘Ltdii.% 46> ania VM. bate: .01(2) 
Freehold Gas & Oil Limited ........ 1.76(1) 
Freehold Gas & Oil Limited (A. Wt.)..... (4) 
Freehold Gas & Oil Limited (B. Wt.) ..... (4) 
Premnan Lid. sAck occ tee Pees ee 5.88(2) 
Frobextiamifeds ja supSdiogvith. stave .34(1) 
Frontier Explorations Limited ......... 16(1) 
Fruehauf Trailer Company of Canada Limited 

ee eS COW ore os sae F -16.50(2) 
Fulcrum Investments Co. Ltd 2.2.2. 3.65(1) 
Fulcrum Investments Co. Ltd: (6% Cu. Pr.) 

wos SORT BSISIORS ATH, HOUSSTIOS SB ee 7.50(2) 
Fundy Chemical Corporation Ltd. .... 8.75(1) 
Fundy. Exploration EtebnsinecA sti t ision 02(3) 
Paturity’ Oils ‘Limited! YS. A} .1 LL Oey .27(1) 
Galex.Mines'Limited?.. >) 225k aoavgt 45(1) 
Galt Malleable Iron Limited ........ 7.50(1) 
Galt Malleable Iron Limited (6% Cu. 1st Pr.) 

Neve ed eee © ool <QiO.t TBronsnit Vitek (4) 
Gan Copper Mines Ltd. 2.0. vhs. .02(3) 
Ganda ‘Silver’ Mines Lado i Isnotted. Panis (9) 
G & B Automated Equipment Limited ...... 

at aN he i Wee ve arty ena SE met Pepe 1.75(3) 
Garrison Creek Consolidated Mines Ltd... .. . 

IRS PIS. YRS aT 2iagenzswal Ag .06(3) 
Gary-Mines. Ltd) (4) Bk Peiaennzsend 1 .10(2) 
Gaspé Copper Mines Ltd. ......... 49.00(3) 
Gaspé Park Mines Ltdisn cn. onc 2. eae (4) 
Gaspé Quebec Mines Ltd... 2200. 2a: .64(1) 
Gaspex: Minés -Ltd. » .bi) caneicetunsi #64 (4) 
Des¢Mines: Gaspex . Dtéeisiinicicita’> Boo wiles! (4) 
Gaspésie Mining Co. Limited .......0... (4) 
Compagnie Miniére Gaspésie Limitée.. ».°. (4) 
Gateford. Mines:-Ltd:: . . iJ vod sof .02(3) 
Gateway Uranium Mines Ltd. . 1. ...7. .02(3) 
Gaz Métropolitain Inc. 2.22... 0.00. 5.50(1) 
Gaz Métropolitain Inc. (5.40% Cu. Pros... 

JOMAUES J CUT La BeOD Apia: 66.00(2) 
Gaz Métropolitain Inc. (5-1/2% Cu. Pr.) oo... 

Micah KANZS JOR WBS L 26nili. niet 66:00(2) 
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Gaz Métropolitain Inc. (1963 Wt.):...'. / 1.45(1) 
Gaz Métropolitain Inc. (1966 Wt.) .... 2.20(1) 
General Bakeries Ltd) be:irnil{ ecimeuhes. 3:35(2) 
General Development Corporation .. .°25.50(3) 
General Distributors of Canada Ltd. . 2... 2... 

Prony Ot Lana, (Be erdieiihee & 15.88(1) 
General Dynamics Corporation . 2.0... .. (4) 
General Investment Corporation of Quebec . . . 

US teres. Lingle (Ci Ay fa Pe 3.00(1) 
Société Générale de Financement du Québec 

. Junibeitnd sbansThan asisidove & nia 3.00(1) 
General Motors Corporation ....... 80.50(1) 
General Products Mfg. ‘Corporation Limited (Cl. 

Ay? Mj belinus! laotieedqie2. lsionss 82.00(1) 
General Products Mfg. Corporation Limited (Cl. 
Baca} bid hh aolisiodi0D (gionas 81.00(1) 
Gerieral Resources Lidited 2.3 2a eta .08(2) 
General Trust| of. Canadatzow tis Pls: 23.75(1) 
Genesco Inc... . . bil, esnilyy atnelsM osha (4) 

b Genstar, Limitedrasand 3 esDulewask . 13.13(1) 
Genstar, Limitéesea . bi enuislowsT 13.13(1) 
Genstar Limited (Wt.).. eo... 50 2% Hae 4.5001) 
Genstar: Limitée,.(Wt.) ox sss.) Dotienied 4.50(1) 
Geoquest Resources. Ltd....!3!.!..gor8i Won: 1.95(1) 
Georgia Lake Mines Ltdvowci oe. 22.5 uicor(4) 
Gesco Distributing Limited ......... 3.50(1) 
Wee, Oils;Company., yids. heidecs 80.00(2) 
Giant Explorations Ltd... 2.2.2 ein, 40(1) 
Giant Mascot Mines Ltd. .......... 5.00(1) 
Giant Metallics Mines Ltd... .....0.4. hi) 
Giant Reef Petroleums Limited ....... .21(2) 
Giant Yellowknife Mines Ltd. 2... 22... 7.05(2) 

MDCK VMIENCS aL tg gee ou ged ga ane, woes .35(2) 
Gibraltar, Mines Ltd. ... .. . bi Lesa 4.70(1) 
Gibson.Mines .Ltd,....bi.1 inamessanh .ssi1eig (4) 
Glenburk.Mines Mtdis:..|. 2oquuasedl lemot .03(3) 
Glen. Copper .MinesoLidzoail’. vdag A-nae: .16(1) 
Glendale Mobile Homes Ltd... 2... .. 5.25(1) 
Glengair Group Limited... 2.2.0... 1.90(1) 
Glengair Group Limited (6% Cy. B. Pr.) ..:. 

a aos a tdci 3m carr togh Pe 3.10(1) 
Glengair Group Limited (Units)... ... 6:25(1) 


Glenlyon Mines Limited... 2.0.2.2... 0. 12(1) 
Goderich Elevator & Transit Co: Ltd... ... (4) 
Gogama Minerals Ltd. . 200. 22u hoon 23(1) 
Golconda Mining Exploration ... 2... 5.50(3) 
Goldcrest -Products Avid sicgaqsio Sone 3.50(1) 
Golden, Age Minés Ltdonswenl. slit soil -40(1) 
Golden Gate Explorations Ltd: 2.0... LX} 
Golden Harker Explorations Ltd. ..... . .07(3) 
Golden Shaft. Mines Ltd... 0.) e204 atex (4) 
Golden Spike Western Petroleums Limited . : . 
JJ tte seeps betta t somll sveuntls .06(3) 
Golden West Resources Limited ...... .11(2) 
Gold Hawk Exploration Ltd. .........-. (4) 
Gold Hawk Mines Ltd... 2.020.000, -41(2) 
Wdldex Mines Ltd. soe ee. c0 e624 9D 1:20(1) 
Goldray Mines Ltd. oe). al. ee) anaiba .67(1) 


Sch. VII — Publicly-Traded Shares or Securities 


Goldrim Mining Company Ltd...) .... 10(2) 
Gold River Mines Ltd. . 20... Be BRL ME .15(2) 
Goldstar Explorations & Investments Limited 
Be PIO SS SEO Oh) EOC GH 4 
Golsil Mines. Ltdh wi. Oh, SOA He) 
Goodyear Tire & Rubber Co. of Canada Ltd. 
BE EG Fa 153.00(2) 
Goodyear Tire & Rubber Co. of Canada Ltd. (4% 
Gus Prey eA Dia A 34.50(2) 
Gordon-LeBel Mines Ltd. ........... .01(3) 
Gordon Mackay & Stores Ltd. (Cl. A.).. 2... 
BREN GN a) Ee SRA RSE 6.00(2) 
Gordon Mackay & Stores Ltd. (Cl. B.)...... 
Na Be Ske Bee pea ELLA oAaad SDELEAGS ELISE QT: T5(1) 
Govemor ‘Gold ‘Mines Buh * VaEsel a PAS) (4) 
Goweganda Silver Mines ere ss .23(1) 
Sradore Wines fads ne tea ee a oe ee (4) 
Grafton Fraser Limited (6% Cu. Pr.) .:..... 
Si lapita ie aye aB eae hdl Arca byrne le ps Ea 17.25(1) 
CHIU KSTOUP EMU ek, eee ccs 29.75(1) 
Gramara Mercantile Corp. Ltd. ........ 18(3) 
Grand Bahama Development Co. Ltd. .... (4) 
Grandex Exploration and Investment Co. Ltd. 
eee Fe ee ere ete Agee ny) 
Grandroy Mines Lids an sta rs giecraracie ) 2104 
Crranduc, Mines GAG, acco re rat. 8 ... 45001) 
Grandview Mines "Ltd. 7: 3. ys ee en's Co eet) 
tardnisie,Gopper, Limited 3 as"... see, +2 7.95(1) 
Cranite POD: Ltds. a5: cce ond Gable ace 14.75(1) 
Granite Mountain Mines Ltd.......... .17(1) 
Grassetplake Mines Ltd ey joni yer eis reine .20(2) 
Grays Industriés Inc...) ee ee .40(1) 
Great Bear Silver Mines Ltd............ (4) 
Great Britain & Canada Investments Ltd. .... 
Shah, hiciabe is tas: Se Rupees ae rd eo 18.75(1) 
Great Britain & Canada Investments Ltd. (5- 
LA.Gucibiy ia S eth ene iam os 30.00(2) 
Great Canadian Oil Sands Limited . . . . 5.40(1) 


Great Eagle Explorations & Holdings Ltd. . 


OEE ee Ge ek Ee ae (4) 
Great Eastern Resources Canada Ltd... . .39(1) 
Great Lakes Nickel Ltd. .........4+. 1.37(1) 
Great Lakes Paper Company Limited ....... 

Teo lil. wisi bOes 5 5 btel< ooh biden 17. Jah) 
Great Lakes Paper Company Limited Ces 

watd alc Crow h oa deacemeihh iene: 2,30(2) 
Great Lakes Power Corporation Ltd. ....... 

setrial Lise leer ae aaa ets 19.38(1) 
Great Lake Silver Mines Ltd. ........ .11(3) 
Great National Land & Investment Corp. Ltd. 

Boo}! Machine. g shiwe A LeARy Lair 1.05(1) 
Great Northern Capital Corp. Ltd. ... ..8.75(1) 
Great Northern Gas Utilities Ltd. (6% Cu. A. Pr.) 

biive New G2 rah ak..b3.0 110. 19.00(2) 
Great Northern Petroleums & Mines Ltd. .... 

Bi Conner 3 dds oo Ga a).  Diah. UO: vx .69(1) 
Great Northern Petroleums & Mines Ltd. (A. 

Wit) solace! oes -Aciokigd Boyne, 2 Ta7e (4) 
Great Pacific Industries Ltd. ........ 1.30(2) 


Sch. VII 


Great Plains Development Co. of Canada Ltd. 


RRO Ee? OE) LBS E Gikrhd ob 29.75(2) 
Great Slave Mines Ltd... ....0..0..0.4. .05(2) 
Great West International Equities Ltd. .... (4) 
Great West Life Assurance Co. ..... 43.00(1) 
La Great-West Compagnie d’ Assurance- Vie 

Of sy Lage aimee? [One ae 43.00(1) 
Great West Mining & Smelting Corp. Ltd. 

BEM SAS AOE APG FT lesan ane 16(2) 
Great West Steel Industries Ltd. ..... 5.13(1) 
Greb Industries Limited ........... 4.90(1) 
Green Coast Resources Limited ...... 4.90(1) 
Green Eagle Mines Ltd. ............ .42(1) 
Greenfields Development Corporation Ltd. ... 

PROUD LA Rule onea ach vetade tat atdne ey (4) 
Green Point Mines Ltd.............. .18(1) 
Grenache. Inc. (Cl. Al) 2.00282 scaied ccs he 3.37(1) 
Greyhound Computer of Canada Ltd........ 

Salo POR 2 Dee) oes 1.65(1) 
Greyhound Lines of Canada Ltd. .... 15.75(1) 
Grissol Foods: Ltd. 4%3. 2G) wenn ae 8.25(1) 
Grouse Mountain Resorts Ltd........ 2.40(1) 
Grouse Mountain Resorts Ltd. (6% Cv. Pr.) 

MIB) sha tations wana bade sen Metin Seagate vera tte 1.70(2) 
Growers Wine Co. Ltd. (Cl. A.). 2... 3.90(2) 
Growers Wine Co. Ltd. (Cl. B.).. 2... 3.75(2) 
GSW Limited (Cl. A.) 22.0.0. ee. 9.13(1) 
GSW? Limitée (Cati Ain. 2 iGesc ns 9.13(1) 
GSW Limited (Cl. B.) 22. s 0.0. ee. 9.00(2) 
GSW Limitée (Cat. B.). 2... ee. 9.00(2) 
GSW Limited (5% Cu. Pr.) 2.0.2... 71.63(2) 
GSW Limitée (5% Cum. Priv.) ..... 71.63(2) 
Guarantee Co. of North America, The .... (4) 
La Garantie Compagnie d’Assurance de 

t Amérique du Neidio) ia choo: yovess (4) 
Guaranty Trust Company of Canada........ 

Cole a eo CRE BbaUsO Voleb bie 4 14.88(1) 
Ghinbariey Trust Company of Canada (Rt.).... 

Bretoal Mather: BPeGRIC Se tty os. .53(2) 
Guardian Growth Fund Ltd. (Pr.)..... 8.84(1) 
Guardian Management Corporation Ltd. ..... 

Prehonal Veh Deeuimoa 4a 7.00(2) 
Gubby Mines Ltd) oi. con. oe es (4) 
Gui Por Uranium Mines & Metals Ltd. ..... 

PaO! INSCRCS 50s DE tT bbl .15(2) 
Guichon, Mines: Ltd. -. 22.) 2enilel- bio 2% .03(3) 
Guleh' Mines Ltd. fe oias Bor Moe .06(1) 
Gulf Lead Mines Ltd... 2.2.00... 0.000. (4) 
Gulf Oil Canada Limited. ......... 25.63(1) 
Gulf Oil Canada Limitée.......... 25.63(1) 
Gulf Oil Corporation ............ 25.50(3) 
Galf: Titanium: Lihiihesnd isu) Ossie .25(2) 
iGunn’ Mines: Lid) 8} ise euo§ Oasis .24(2) 
Hahn Brass Limited (5% 1st Pr.) ........ (4) 
Halifax Developments Limited... .... 1.85(1) 
Hallnor Mines ‘Ltd... oc. ee .80(2) 
Halren Mines Ltd. .. 2s... 52 ee eee 10(3) 
Hambro Corp. of Canada Ltd....... 13.00(2) 


Hambro Corp. of Canada Ltd. (5-1/2% Cu. A. 


Pri )in  did- enokssolqged mpiaet doin (4) 


Sch. Vil 
Hamilton Group Limited, The... ... 21.38(1) 
Hamilton Group Limited, The (5% Cu. A. Pr.) 
fom win a a wie kb 6 \sim lag SRE OF ke 85.00(3) 
Hamilton Harvey Ltd... 0. ete) saa. 8.00(1) 
Hamilton Trust & Savings Corp. .:.. 10.25(1) 
Hamilton Trust & Savings Corp. (Voting)... . 
EP aay een bmpep gies ay te Ge Ane 10.50(2) 
Hamilton Trust & Savings Corp..(7% Cu. A. Pr.) 
an tine! Riatem culled “ORME & hae RT as ad 18.88(1) 
Hammond Investment Corporation : ... 1.00(2) 
Hand Chemical. Industries Limited . 5.00(2) 
Les Industries Chimiques Hand Limitée .... . 
Swcege at Kian «tet Digg 3 Tad A RE 4 5.00(2) 
Hand Chemical Industries Limited (Pt. Pr.) .. . 
(he eh eg MACNN ae ae he eae RRC Ree 5.00(1) 
Les Industries Chimiques Hand Limitée (Pt. 
25 0a PNR ET BF pe ae akg | 5.00(1) 
Handy Andy Company . 2.200.000, 3.63(3) 
Erna CrOlG: MAWES Jolth yn yore te pte Coe .19(1) 
Hansa Explorations: Ltd. 2) ea ee. (4) 
Flakson. Mines, Ltd’... .-. -bt..2bood Joz 142) 
Hardee Farms International Ltd..... .. 1.10(2) 
Hardee Farms International Ltd. (6-1/2% A. Pr.) 
2 TOS AARP ay Pe NENG i gD i OY > 80.00(2) 
Harding .Carpets, Litd) bit .a% aaiy 2 14.88(1) 
Harding Carpets Ltd: (Cl. As) ou) wo. 14.50(1) 
Hardwicke Investment Corporation Ltd. 4... . 
Be ae ates bin pe Ae DD, BO) BE 50.00(2) 
Harlequin. Enterprises Ltd. 2/0. us)0u.7. 3801) 
Matis & Sons Ltd., 1.6.4. 38) a3iienit. 3.00(1) 
Hart\River Mines (td. iv) 38¢) .botiat.¥ .16(1) 
Harvest Petroléumsi Lidu t sc) .sonmil. Ws 04(3) 
Harvey’s Foods Ltd... . O .O07 Sanit .82(1) 
Harvey: Woods Ltd. (Chl: Ac)! . erin? 1.65(2) 
Harvey. Woods Ltd. (ClbBy ub supra .50(2) 
Hawker, Industries Ltdisenia). j2uil, vinsient (4) 
Hawker Siddeley. Canada Ltd. .......°2. 2.40(1) 
Hawker Siddeley Canada Ltd. (5-3/4% Cu. Cv. 
BES etc: b erste tar deed Fae aot ett Pee 58.50(2) 
Hayes-Dana Limited. bua) Siwad os 12.00(1) 
Headvue iMinesiitdo > jsemegsish, seibiany (4) 
Headway Corporation Limited ....... 3.45(1) 
Headway Red Lake Gold Mines Ltd... . .07(2) 
Hearne Coppermine Explorations Ltdeo.. 0... 
bys As 1 re in elie Pa epee eas ee ee Oe .15(1) 
Heath Gold Mines Ltd. . -hil esau sod: .01(2) 
Piedman. Mines.Ltd. .... . Dit aoe de .50(3) 
Hertz. Industries Ltd... bit zoniM beet 3 iE2C1) 
Hewbet Mines, Ltd. .hotimil absrs> [0 Fis (4) 
Hibernia Mining Co. Ltdei. onus. 11d) 
Highland-Bell Limited. ..oeiacee) JQ di: (4) 
Highland Chief Mines Ltd.0s ses o0. .12(1) 
Highland Lodge Mines Ltd... e000 0. .08(1) 
Highland Mercury Mines Ltd... 2.20.4 .15(3) 
Highland Queen Mines Ltd.og. .i 26. 23(3) 
Highland Queen Sportswear Ltd... 2. 3) 1.63(3) 
Highland Valley Mines Limited... 2. .09(2) 
Highmont Mining Corporation Ltd. : 24001) 
Highpoint Mines Limited +. 0. .y0 0.00. .05(2) 
Hi-Lite Uranium Explorations Ltd... 2.00). (4) 
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Hinde & Dauch Ltdiwsgimo.. aainil’. 125.00(2) 
Bi & M. Tax Savers Ltdbi.l.25qiM asvit biar2(4) 
Hobroughibidoacyul 3% eaoiterolaxd -16): 3.00(2) 
ELODTOUSO Lat (O0e Ce PT ea ee 1.70(2) 
Bogan Mines Tid. ..3. .. bid eanilh be 12(1) 
Holberg Mines, Limited...) 2.0.0 .000044. (4) 
Botitoer Mines hid cs Aye ae 36.50(1) 
Hollingsworth Mines Ltd... 2... 0...0... (4) 
Pronte Oil Cowl. (Cl AL) yo ales 33.38(1) 
Home Oil Co..Ltd. (Gli Bains jas fos 33.00(1) 
Home Smith International Ltd... ...... .15(2) 
Biome supermarket Lids. ate ea cee .30(3) 
Honda,;Mining Gos Lid..2 39. wed BA ck .29(2) 
Paipre Fault Mines Eth spaces ca .07(3) 
Horne .&, Pitfield Foods .Ltdn 4: tee tenner 2.50(1) 
Hotstone Minerals Ltd. 0x waste phcecds .01(3) 
House of Braemore Furniture Ltd. ... . . 3.50(2) 
Houston, Oms Limited asc f saneet® re 1.94(1) 
Houston Oils Limited (Wt.).......... .65(1) 
Howard Smith Paper Mills Ltd. ($2.00 Cu. Pr.) 
ED I TOES AE Mg NAAN ae SR ORD it 25.38(1) 
Howden & Company Limited, D. H. ....... 
PE EE EO RENE H MIRE APY TE 3.10(2) 
EIUODAr LIVETS PAUMIEG Sale on ee eh 45.00(2) 
Baibpard Dyers. Limited: (Pra). sewed yas (4) 
Hubert Lake Ungava Nickel Mines Ltd. ..... 
BA eas eta ge pW) Tools NO es an de .01(3) 
Hub Mining Exploration Ltd.......... .16(2) 
Riucamp Mines sce? ss 4 ceinetek oot .27(3) 
Ehicht Porcupine, Mines. Ltda... 2.4. cee as (4) 
Pnidson: Bay Mines tgs saa cae wee .16(3) 
Hudson Bay Mining & Smelting Co. Ltd... .. 
ARs WP a Ade OAS i MDa Bea, Se ov 21.00(1) 
Hudson Bay Mountain Silver Mines Ltd. ... . 
Sr re Ge ita es et Rea ee .08(2) 
Hudson’s Bay Company .......... 18.88(1) 
Hudson’s Bay Oil & Gas Co. Ltd... . 46.00(1) 


Hudson’s Bay Oil & Gas Co. Ltd. (5% Cu. Cv. 


aT aA POR ate thos: eee eS oer) 55.50(1) 
Hughes-Owens Co. Ltd. (Cl. B.) . 2... 9.00(2) 
Hughes-Owens Co. Ltd. (6.40% Cu, Pr.) . 

RACE mil stage gs axe Rear inte oar ey ce / 21.133) 
Hugh-Pam Porcupine Mines Ltd. . .16(2) 
Humlin Red Lake Mines Ltd. .... 0... .01(3) 
Hummingbird Mines Ltd............ .85(2) 
Hunch Minds "htc gato T3964 294Gb IE .03(3) 
Hunter: Basin Mines Ltd... . 2. ...4.54 .07(3) 
Hunter Douglas Limited .... 2.0.0.0. 000. (4) 
Frunter: Douglas Limitée . ...%.. 2. 5 eee (4) 
Huron Bruce Mines Limited ».. 0.0... 0. (4) 
Huron & Erie Mortgage Corporation, The... . 

p Pos fee ever kee Peer Oy Seer enero 25.00(1) 
Husky Qil Ltd. 910.2 saiiqa J. inadnigk 16.38(1) 
Husky Oil Ltd. (6% Cu. A. Pr.) oo... 43.00(1) 
Husky Oil Ltd. (6% Cu. B. Pr.)..... 44.25(2) 
Husky Oil Ltd. (D. Wt.) 22 one. 6.90(2) 
RISKY Ou LAd. (HW tke € son's a acre te 5.60(1) 
Hydra Explorations Ltd. 2... ss oe 17(1) 
Hy’s of. Canada Limited ...... 2... { 3.00(1) 
Prytec Electronics kta gsiieubal ofliosd isa (4) 


Sch. VIL — Publicly-Traded Shares or Securities 


BA.C, Limited 53.3 oueihé sured dole 19.75(1) 
BSC ee AMitee : wae es 4 VAIL pork 19.75(1) 
LA.C. Limited (4-1/2% Cu. Prd w..9 . 69.00(2) 
LA.C. Limitée,.(4-1/2% Cum: Pry.) 4 cde smb 
| ME RE SRY BTS! er 69.00(2) 
RASC. Limited (5-3/4% Cac Pr. ot. an 23.00(1) 
LA.C. Limitée (5-3/4% Cum. Priv.) . 2s ..6.5. 
Be I a ta IY ciate aE 23.00(1) 
LA;Gr Limited (Wor sol. hel cdplo-e 8.00(1) 
Bee eliaMtee (Who kgs aw ce mo once 8.00(1) 
Ibés-Internatronal itd farsa hie. ote) wes en 2) 
Ibsen Cobalt Silver Mines Ltd. ....... eye. 4 
Ice Station. Resources \Lidsr... 3.4. desi@). vse Joab.) 
Ideal Bay Explorations Ltd........... .11@) 
Bmasco.Limited. 2...) osursmdal: dh & 20.00(1) 
Basco. Lamitee ..... < inet eanstyh wotont _20.00(1) 
Imasco Limited (6% Cu. Pr.) 2)... we. 4.60(2) 
Imasco Limitée (6% Cum. Priv.) ..... 4.60(2) 


Imperial. General. Properties Limited ..... 4.50(1) 
Imperial General Properties Limited (Wt.).... 


ghey ioe tas ed ponihA, ate 1.00(2) 
Imperial Life Assurance Co. of Canada ..... 
ob rey 9d op cans fine Bate be BOT -TSCIGG 137.00(2) 
Compagnie Canadienne d’ Assurance sur. la. Vie- 
RUMPETI Ale. 2 ayy 5 woes tee 8 bape 137,00(2) 
Imperial Marine Industries Ltd... ....; 1.05(1) 
Imperial Marine Industries. Ltd. (A. Wt.)..... - 
Distsicuk. Webs acta «id Suicai ny deb Raeahe At .16(1) 
Imperial Metals and Power Ltd... ...... .23(1) 
Imperial Metals and Power Ltd. (Wt) .... (4) 
Emperial’ Oil Limited 52.7 capihh vsiie¥ 31.50(1) 
Income Disability & Reinsurance Co. of Canada 
te aw os toed: tbh “wgaran areviie. 6.00(2) 
Income du Canada Cie. d’Invalidité et de 
Reassurance. ... > «hj-losnth-sitoot 6.00(2) 
Income Disability & Reinsurance Co. of Canada 
EWE) on ins 2 hd eo nerolocek Be .38(2) 
Income du Canada Cie d’ Invalidité et de Réassur- 
ance .( Wix) »:.. > ~<a alk moran oe 58(2) 
fndal Canada Limited”... 52.5 -.."3 ocisit 8.38(2) 
Independent Mining Corp. Ltd. ....... .O1(3) 
Index. Mines. Limited ©... i,3 } sajihht ms 1.40(2) 
Indian Mountain Metal Mines. Ltd... ... 49(2) 
Fadusmin,. Limited <..7 weietd tararceslls 9.75(1) 
Indusmin. Limiteescacg'} bases enoy aC 9.75(1) 
Industrial Adhesives Limited....... 13.38(1) 
Industrial Growth Management Limited . .... 
ait RU NENG 2 AP "iS UP a a? 3.75(1) 


Industrial Life Insurance Company, The ... (4) 
L’ Industrielle Compagnie d’ Assurance sur la Vie 


ben OPN, ao Ue > ba teobine. b pail ASWEes (4) 
Ingersoll Machine & Tool Company Limited (4% 
Cus Pr.) vais cron «cbt Sagi teeqoD aebr (4) 
Inglis Co, Ltd., Johnnn. 4 ole veins 9.50(1) 
Initiative New Exploration Ltd. ...... eda) 
Inland Chemicals Canada Ltd... .. ..-. 3.05(2) 
Inland Copper. Ltd. ..i:5% sant. sanebbs * .23(1) 
Inland Natural Gas Co, Ltd: .. 2... 5 13.00(1) 

Inland Natural Gas Co. Ltd. (5% Cu. Pr.)..... 
S cutida ei Seo Kine t Dehmtich earceib 14.50(1) 
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Sch. VII 
In-Place Electronics Limited ....:3.... eth) 
_ In-Place Electronics Limited.(7% Cv. Pr.)..... 
ee eM i liga as «LE n antec ats (4) 
ngua:ResounceshL tasers] -isionbvorG-- 50(1) 
Integrated Wood Products Ltd. ...... 3.50(2) 
Inter-City Gas Limited ............ 6.75(1) 
Inter-City Gas Limited (6-1/2% Cu. A. 2nd Pr.) 
yn ie gra tat a le Rr eg ie 16.50(1) 
Inter-City Gas Limited (B. 2nd Pr.) ........ 
5 oT Ea Ba OR Se RAN AAP NE A 19.50(2) 
Inter-City Gas Limited (Wt.)........ 2.90(1) 
Inter-City Gas Limited (1971 Wt.). ... 3.05(1) 
Inter-City Manufacturing Ltd. (Cl. A.) .... (4) 
Interior Breweries Limited ......... 3.35(2) 
Intemmetco. Lids. g-.2 earecclsvetl das k 2.30(1) 
International Atlas Development & Exploration 
BR cas. ety aaa Patebemod: MISeiis .19(2) 
International Bibis Tin Mines Ltd. ..... .08(1) 
International Bond and Equity Corporation Ltd. 
Ce Mh. Oh ots) OPA cad Pe eee) BDA 1.40(2) 
International Bond and Equity Corporation Ltd. 
(CL. Aa). aver nce od dol earth oe 12.4(2) 
International Bond and Equity Corporation Ltd. 
CWE oes tpn ech sderl mn 39 Dod. 2 .16(3) 
International Bornite Mines Ltd. .....:. .19(2) 
International Business Machines Corp........ 
ch icine shi wit secet run ead a) Sem 339.00(1) 
International Copper Corp. Ltd. ....... .16(3) 
International Halliwell Mines Ltd. .......21C1) 
International Hydrodynamics Company Ltd. 
ee a sicuungel rsionet sh. orresanio 1a) 
International Hydrodynamics Company Ltd. (B. 
WG) os bicita ba ay 4c i eek phen ele (4) 
International Hydrodynamics Company Ltd. (Rt.) 
Fe ee eh ey eh ena t. fll (4) 
International Kenville Gold Mines Ltd... .... 
sei a Bi AAORUBRENET IL Ie ag FS ap ahaa BIG .10(2) 
International Land Corporation Ltd... . 5.75(1) 
International Mariner Resources Ltd... . .66(1) 
International Mariner Resources Ltd. (C. Wt.) 
Be ee 4 2 he hens oa morbnl-o .19(1) 
International Minerals & Chemical. Corp. (Can- 
712 yl Te RO Re Oe NN: cea MRT 16.88(2) 
International Mogul Mines Ltd. ...... 7.40(1) 
International Nickel Co. of Canada Ltd. ..... 
Ee ed, GU ia HA a oR IE 32.0301) 
International Norvalie Mines Ltd....... .06(2) 
International Obaska Mines Ltd. ....... 28(2) 
International Paper Gone .7. mcccty odes}: clkarie (4) 
International Space Modules Ltd, (Cl. B.).... 
Oe elgg se A Oe cM Aas eR oor acon ta .90(1) 
International Systcoms Ltd. ........-.- 57(1) 
International Utilities Corporation ... 42.75(1) 


International Utilities Corporation (Cl. A. Cv.) 
1 a rn foal te dha gies sh aman len yo 49.75(2) 


Sch. VII 
Interplex S.P.A. Industries Ltd. ....... .60(1) 
Interpool International Ltd. ........ 20.00(1) 
Interprovincial -Ail:....4%.4-24)7- Ae 4 1.35(1) 
Inter-Provincial Diversified Holdings Limited 
ROR, | EUS, ep Pres nO Ve” IS 3.25(1) 
Interprovincial Pipe Line Co........ 30.63(1) 
Interprovincial Pipe Line Co. (Wt.) ........ 
MMOP LEE AC. DAVES harp 2p So 14.50(1) 
Interprovincial Steel & Pipe Corp. Ltd....... 
SE HLOTE UVES RRA G APRA yk oe 7.63(1) 
Interprovincial Steel & Pipe Corp. Ltd. ($1.20 
CurCviPrey is SAanweoneaies ehuAee 25°75(2) 
Inter-Rock Oil Co. of Canada Limited ...... 
(Sok PROMILA sO lay SEGk aN, .15(2) 
Inter-Tech Development & Resources Ltd. ... 
CEASE 2) EOL EAR. BBE TOR BIE .80(2) 
Investment Foundation Ltd......... 41.50(3) 
investors! Group? The® 724. 2100, AGOuS: TSP) 
Investors Group, The (Cl. A.) 2.22... 7.75(1) 
Investors Group, The (5% Cu. Cv. Pr.)...... 
OS RUBY NED DNS OO ARIOT 21.00(1) 
Invicta Explorations Ltd... ......000.. .08(3) 
fonarc’Sméhers irnited’* PUG we iois: 1.40(1) 
P.OS- Limited vere ceeeettee ete te (4) 
insh ‘Copper Minéslitd: 278 RIO U BIE .07(2) 
tron’ Bay Pins ao 4 kee IRONS! 3.10(1) 
fron "City> Mines! Bid): {oe poraiorm bm - 4 15(3) 
fron: Cliff: MinesLtd i? 149997 Shon sa, .17(3) 
Ironco Mining & Smelting Ltd. ......... (4) 
Iroquois ‘Petroleum Coe" Ltd?" so Bens nase (4) 
La Compagnie de Pétrole Iroquois Ltée ... (4) 
avin Toyailtd sso Ae POLO ES aon 17.00(2) 
ISEC Ganadad Ad. 0444 5 oi iy RO .10(1) 
Eskutss fiver: Mines: htdl Sve ek ABOU Sie .16(2) 
Island Telephone‘ Coz Ltd 4.422.044, 10.25(1) 
1so* Mineselirattem PAS RNS ee EROOUS: ESC) 
Israel Continental Oil Co. Ltd........ er2if) 
LPL? Industties Limited 7.2) 52 2b 4.25(1) 
.T.L. Industries Limited (6-1/2% Cu. Cv. Pr.) 
ASP ATER oe Arar pean. 6 478 PE ROU 10.50(2) 
Ivaco Industries Limited .......... 14.25(1) 
Les Industries Ivaco Limitée ....... 14.25(1) 
IWC ‘Industries Thimited! 2.49 24GP 24 | 1.90(1) 
Jackpot Copper Mines Limited ....... .07(2) 
Jack .Watte’ Mining Co. 77485 sO ee .03(3) 
Jacobus Mining Corp._Ltd. .......... .03(2) 
TgcOla Minéet dey (th SUS Or SRE .04(3) 
Japor Resourcessimited Aa ene eAOu ey .20(1) 
Jahalla- LakesMines-Ltd?v a8 fb alone) .04(3) 
Jamaica Public Service Co. Ltd... 2... .23(2) 
Jamiatcan Min ii goed, 55a ant A eae, (4) 
Jameland: Mines: Ltd 42 922 406 J BUG isin 05(2) 
James Bay Mining Corp............. .22(1) 
Jamex Explorations Limited ......... 32(1) 
Jamex Explorations Limitée.......... 32(1) 
Janus Explorations Ltd... 2... ..00004. .06(3) 
Jason*Explorers Htdios. .4uiteie nae: .13(1) 
Jason Explorers Ltd. (A. Wt.) 2.2200, (4) 
Jaye Explorations Ltd?) 884% /2gousm .06(2) 
v7 Bi Automatik Etdi talons Lids sak. (4) 
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Income Tax Regulations 


Jean Lake Lithium Mines Ltd......... .02(3) 
selex' Mines ‘Lids ®. (Ako. SAS 2 .10(2) 
yenkins: Bros: ‘Ltd. 44.9 2 Mo PL PHA oat (4) 
Jerichos:Mines 1%d}444:944\3-P), suit .10(1) 
Jersey Consolidated Mines Ltd. ........ 11(2) 
Jespersen-Kay Systems Ltd. ........ 3.00(1) 
Joburke Gold Mines Ltd. ........... .02(3) 
sockey*Glub: Ltd yePhets,.. 4.56. anaes 5.25(1) 
Jockey Club Ltd., The (6% Cu. A. Ist Pr.) ... 
Pe we 4 Gs bol BUYS) RT 10.38(2) 
Jockey Club Ltd., The (5-1/2% Cu. B. Pr.) ... 
i? ORDER WARE RABUN TOME MBOO. 10.38(2) 
Jockey Club Ltd., The (5.60% Cu. 2nd Pr.) 
ge at Wu ep BRS AQOUSTOIG AS V6: 10.38(2) 
Johnson & Johnson .........00.. 97.75(2) 
Joliet-Quebec Mines Ltd. ......0.040. .19(1) 
Jolly Jumper Products of America Ltd....... 
Path A RYE RSA 0) SOLO: 1.30(1) 
Jolly Jumper Products of America Ltd. (Wt.) 
gh ty DP AS LARGE RTO RD ea AU ee (4) 
Jonsmith Mines Etd.......400.0a00% 82 .07(2) 
JorexEimiited ts0-7 Bysawge Ay SL al 1.36(1) 
Joutel' Copper-Mines. Ltdo-.-....ceennd 52(1) 
Jowsey Denton Gold Mines Ltd. ........ (4) 
Joy! Mining Btd. 9800, (E50... Bae 95(1) 
Joy Mining Ltd. (A. Wt.) 2... .05(2) 
Juma Mining & Exploration Ltd. ...... .02(3) 
sumperMines* htdewin! beth. ea .16(2) 
Kaiser, Resources* Ltd???) 286 218J5i t8h 3.95(1) 
Kal ‘Resources Etdi24? 2.282 71839) Lats .64(1) 
Kalco Valley Mines Ltd............. .15(2) 
Kallio Iron Mines Ltd. ... 0.000000. 5.00(1) 
Kamad Silver Company Ltd.......... .35(1) 
Kamco Developments Ltd. 2.2.2.0... (4) 
Kain-Kotia: Mines Ltd. ......-.-.., SPH Bivae8: 45(1) 
Kamloops Copper Consolidated Ltd. ... .07(1) 
Kappa Explorations: Ltd} >, 344......%. .36(2) 
Kaps Transport Limited ........... 8.13(1) 
Kardar Canadian Oils Ltd........... 1.88(2) 
KB Minnie Co; Ltd. PONe BOnnb ys -11(3) 
Keeprite Products Ltd. (Cl. A.) ..... 11.75(1) 
Relglen Mines Ltd:: 4.2934 eas .05(2) 
Kellcam Explorations Ltd??)\.')))) 2) 9 (4) 
Kelly-Desmond Mining Corp. Ltd... ... O1(1) 
Kelly-DeYong Sound Corporation Ltd....... 
feat, WETS: Sylhet. COY Seley sae .85(1) 
Kelly Douglas & Co. Ltd. (Cl. A. Cu. Pr.) ... 
RE OUR AG CARRIE? <i o. eee 5.50(2) 
Kelsey-Hayes-Canada Ltd. ......... 7.00(2) 
Keltte“Mining Corp. “Btdiai't0.4 22 aten pay (4) 
Kelver*Mines ‘Limited? (.c7parayqu.. Lae .18(1) 
Kelvinator of Canada Limited ....... 5.00(2) 
Kendon Copper Mines Ltd. ...........0. (4) 
Kenogamisis Gold Mines Ltd. ......... 09(3) 
Kenting ‘Limited®, 25) 19! Gi) Wwo7), Q¥ 10.25(1) 
Kenwest Mines. Ltd! ps $4.4. 2p 2.0 on De .02(3) 
Kerr Addison Mines Ltd. .......0.. 7.40(1) 
Kewegama Gold Mines (Que.) Ltd. .... .05(3) 
Key-Anacon Mines Ltd. ............ .25(2) 
Key Industries Limited -.-...0....-..4.46 .22(2) 


Sch. VII — Publicly-Traded Shares or Securities 


Keystone Business: Forms Limited ;.’. :...3.00(2) 
Key-Way Mining Co. Ltd: 2 ....45 |v OF) 
t Kidd ‘Copper: Mines \Litdsise’3 sain aesine! (4) 
Kiena,Gold Mines Ltd...) eee an! 75(1) 
Kilarney Gas & Oil PAM alte bs Co. Ltd: 
ee yng ws as . Hobie Jopeold aeliintael 4 
Kilembe Copper Cobalt Lidsisoif noburds ae 
Kimberlite Mining Corp. Ltd.o. J... sae i(4) 
King Island Mines Ltd. oni. 330) oe0: é 033) 
King Kirkland Gold Mines Ltd.? 2b.) i0..(4) 
Kingswood Explorations Ltd...) nop ibse(1) 
Kingswood Explorations Ltd. (Wt.)) 2 oo..: (4) 
Kirkland Gateway Gold Mines Ltd. 3... ..5°3 (4) 
Kirkland Minerals Corp. Ltd.) 2.0... ~ ea 0T7(2) 
Kismet Mining Corporations Ltd... 2. 2.0. 37(1) 
Knobby Lake Mines Limited......... .20(2) 
Koro Corp: Lid? 2 ty kode’) Sinoeent T5(3) 
Koffler Stores Ltdie f isnniemisint zak 15.38(1) 
Koffler Stores Ltd. (7% A. Ist Pr.)© ....8.88(1) 
Koffler Stores Ltd:, (Wt.)-i3.)-a5ai-ara » €.85(2) 
Komo Explorations Ltd. heii] esadé ts .O7(2) 
- Kontiki Lead & Zinc Mines Ltd... .. ».°.03(2) 
Kopan Developments Ltd... ce... 06(2) 
KSF Chemical Processes Ltd. a... 05 1.80(1) 
KSF Chemical Processes Ltd. (1968 Wt.))..... 
Rear So rery sy) Je EMIS RON ors Bit, Chae taht 50(2) 
KeT, Mining Lidssdayoy zbistblod situ (A1(1) 
Kukatush Mining Corp: (1960) Ltd. °. 2...1.75(1) 
Kupfer Mines Ltd.- 2. “bid eani at «i 42(1) 
La Banque Provinciale du Canada... 13.75(1) 
Eabatt Limited, John. .c203 ninics re te22200(T) 
Labatt Limitée,; John. wcincciire) was 22.00(1) 
Labatt Limited, John (Cv. A. Pr.).... 23.88(1) 
Labatt Limitée, John (Conv. A. Priv.).c.0... 
pe SY FR AOR ARE et 23.88(1) 
Labrador Mining & Exploration Co. Ltd. .... 
UR, POSS ES Skt hall bir) § BpQO(1) 
Lacanex Mining Company Limited)... + .90(2) 
Lacanex Mining Company Limited (Wt.). 
oP PARUS TCG LASS ato PEM ‘Tee t ol 45(2) 
»Laddie Gold Mines Ltd. ....... sibone 24(3) 
LaduborajOu did?) bation 2h iss to! 90(2) 
Laidlaw Motorways Ltd........... 14.88(1) 
Laidlaw Motorways Ltd. (7%, Cu. Cv. Ay Pr.) 
APRS PSSOR ICR AE) Sa Se 15,38(1) 
Laidlaw Motorways Ltd. (Wt.) Masel 10.62(1) 
Laiteries Leclerc Inc., Les (Cat. A.) secon... 
pYGRE LOT Pues TOU pal asin eas 10.75(1) 
Lake Beaverhouse Mines Limited). .+.. .12(2) 
Lake Dufault Mines Ltd... ........ 12.13(1) 
Lake Erie Gas: Ltd; «ict. anotewiaxt teceisy (4) 
Lake Expanse Gold Mines Ltd. 2. .... .09(3) 
Lakehead Mines Ltd. 3).%° crsock gets Hit e409) 
Lake Kozak Mines Ltd... 2... vil jod .04(3) 
Lakeland Natural ’Gas Ltd. (Wt.) . 2. es. 4. (4) 
Lakelyn Mines Ltd... 02) od.e soe .10(3) 
Lake Ontario, Cement Ltd. iscc.sia ors 2.70(1) 
BakecOsu Mines Ltd soe ee ee .09(2) 
Lake Shore Mines Ltd.).. 24.0 0 2.30(1) 
Lakeside Oil & Gas Ltd... .......4) si) (4) 


Sch. VII 
Ha Luz Mines’ Ltdsas2 yiireni 3 mit es 1.55(1) 
‘Lambert Inc., Alfred) (Cl. At)... 20. BH) 
Lambton Loan & Investment Co.) so... 4. (4) 
Lancer of Canada Limited... 2.05) 25%. 1.85(2) 
Langis Silver & Cobalt Mining Co. lndogiee 
ORS PSVRY. Oh b eSeibal notens .06(2) 
Larandona Mines Ltd. sea tI seni Hed (4) 
Earchmont: Mites Lédini i 2siheéqiniaD we .08(3) 
leargo! Mines Ltd: hatin esinsarmsic™) ws 22(3) 
Laroma Midlothian Mines Ltd. ....... .04(3) 
baronve Mining Ltd... yess cere ce e4 811) 
arum Mines Ladin is OAC a8inei bow) -wn .02(3) 
Lassie Red Lake Gold Mines, Ltd. . .07(2) 
Lassiter Petroleums Ltd. ...........6405 (4) 
Latira Mines: Lamuted™ oD: asneissen owe 20(2) 
Laura Secord Candy Shops Ltd jdlbrekes 8.88(1) 
Laurentide Financial Corp. Ltd. ..... 10.38(1) 
Laurentide Financial Corp. Ltd. ($1.25 Cu. Pr.) 
(HOC, MINERS 1460 es vee bes cont. 17.50(1) 
NaAiiEntide Financial Corp. Ltd. ($1.40 Cu. Pr.) 
Niiica Korpany. Qt. eds ate 1D as 19.00(1) 
Laurentide Financial Corp. Ltd..(6-1/4% Cu. Pr.) 
| .(e\RGcrasy stems Jaternalimabs Rashi. 17.00(2) 
Laurentide Financial Corp. Ltd. ($2.00 Cu. Cv. 
Ond:Peational des .Micresystanns®.b 25.88(2) 
La Vérendrye Management Corp. .'... . 8.00(2) 
Corporation de Gestion La Vérendrye..5.... 
dit Sonciéeeds' b-Sinecomol att x: 8.00(2) 
oayeson & Jones Ltd. (Cl. A.) £ righh. 2 18.00(2) 
Lawson & Jones Ltd. (Cl. B:) 22.5. 92.50(3) 
Leamoor Minerals Ltd... ncn s oo 1.10(2) 
[.ederic, Mines Ltdio) bn daioH -soastsie - 181) 
Enéeds*Metals Co: ; Ltd.) shad 2nciterplaxd. 04(3) 
beeMac MineslAdiotiwiogioD exicil. xo 211) 
Leigh Instruments Limited ...). 5... 4.45(1) 
Leigh Instruments Limited. ($2.60 Cu. Cv.A. Pr.) 
NWitibhcs Bad Paka Rfivioc DRE eon. eric 25.00(2) 
eee World Nursing Homes Ltd. . 1.00(3) 
Leitch.Mines. Ltd,, ea GlenbboD nuosnve (4) 
Lemtex Developments Limited’ ...... +. 55(2) 
Lennie Red Lake Gold Mines Ltd... . -. .03(3) 
Beon’s Furniture Ltd... . .3.f. asi 6.13(2) 
Lequer Mines & Investments Ltd. 2... 25+. (4) 
Les Mines Belair Ines:.). 2. espns. ee 92(1) 
Kevack Mines Ltd. .....63-o¢iaiM-Jesibery (4) 
Levy Industries; Ltdigciccgigxs coens 13.50(2) 
Levy Industries Ltd. (6% Cu. A. Pas xy l- 
Oh. wn ce, tin ons 4 DOME Leen & 6.50(1) 
Lewes River Mines Ltd... 2.0. 02....5 112) 
Lewis Red Lakes Mines Ltd.......... A ON, 
Lexington Mines Limited . 2... 0.250. 25(1) 
Liberian Iron Ore .Limited........... 10.13(1) 
Life Investors Ltd) 4sa89..2,-tewotl. sia 7.50(2) 
Life Investors Ltd. (Wt.) ..........-.- P2500) 
Lincoln Trust & Saving Company... soar 


Lingside Copper Mining Co. Limited . .03(2) 


Linland Equipment Sales Ltd... 2.2... it, 25(3) 
Won Wines Ltd eee Ae. Pg Dials (4) 
Lion Nickel Mines of Canada ........ .25(3) 
Lithium Corporation of Canada Ltd... ... 05(3) 


Sch. VII 
Little Hatchet Minerals Ltd. 9... ory ow, .30(3) 
Little Long Lac Mines Limited ...... 1.80(1) 
Livingston Industries Ltd... 2. 2.0.00. 9.00(1) 
Livingston Industries Ltd. .(6% Cu. A. 1st Pr.) 
oe EOD SAUTE]: HBOQ) My GIS 39.25(2) 
Livingston Industries Ltd. (Wt.)...... 5.00(1) 
Lobell' Mines’ Ltd. +) (Ohtani) BrohiamR (4) 
Loblaw Companies Limited (Cl. A.)... 5.75(1) 
Loblaw Companies Limited (Cl. B.). 375(1) 


Loblaw Companies Limited ($2.40 Cu: Pr.) 


ah ie ee te ee eA eT 30.00(1) 
Loblaw Groceterias Co. Limited .. 99.50(2) 
Loblaw Groceterias Co. Limited ($1. 50 Guta. 

Pry tee pe ek POU E | 18.50(1) 
Loblaw Groceterias Co. Limited ($1.60 Cu. B. 

PI) oo 6 oc DIE LIONS NDEB) BIQO5; 19.88(1) 
Loblaw Groceterias Co. Limited ($6.00 2nd Pt. 

PID) CS. Le) ST iQ.) iatomRayy sbi ~-60.00(2) 
MONA WELNCE SW, fan he ae ut ea 7.00(2) 
Locana Corporation Ltd. 20.800) Sosa: (4) 
Necnaber: On Cory Lage eo na ie oe (4) 
Lochiel Explorations Ltd. 2.0... 200. 1.54(1) 
BOucatar Wines tae ee ee eae ee .05(3) 
Loeb? itd. 3 ES Oit 710.2, laren: sbiq 3.55(1) 
MOMSCCAIOIPS pees Stk Ce ee RE fA 8.25(1) 
Loisan Red Lake Gold Mines Ltd. ..... . 04(3) 
London Life Insurance Co... 2.2... : 68.50(2) 
London Life Compagnie d’Assurance-Vie... . 

Od SP EEG REY SDN E QSAOL | 68.50(2) 
London Pride Silver Mines Ltd.) . 2... . .09(1) 
Kone Creek Mines. Ltd.) Aen. eR .50(2) 
Lord Simcoe: Hotel Ltd. (CIA. 9G: opebs (4) 
Eori Explorations: Ltd, «2:4 .Q-2 2isjalyl,@ .21(2) 
Lornex Mining Corporation Ltd. ..... 6.80(1) 
Lost River Mining Corp. Ltd. 22). ... 3.85(1) 
Louanna Gold Mines Ltd... 2.0.0)... 12,05(2) 
Moursbourg Mines btd =) (fos. oe nein (4) 
Louisiana Land & Exploration Co... . 2...“ (4) 
Louvicourt Goldfield Corp. 2... 62) 00 20, 11(2) 
Lower Valley Mines Ltd. 20. 0.0004, £122) 
Lucky Strike Mines Limited .......%. E3(2) 
undor-Mines’.Lid> ? A) 20%) Sse | 55(1) 
Luxor-Red Lake Mines btd)) 3% ¢a0/iV), yappe (4) 
Lynbar Mining Corp. Ltd... 20... 0. .10(3) 
Lyndhurst Mining Co. Ltd... 00 fo , .02(3) 
Lynx-Canada Explorations Limited ... 1,35(2) 
Lynx Yellowknife Gold Mines Ltd... . . .04(1) 
Lytton Mineral Limited. ........... 1.30(1) 
MacAndrews Red Lake Gold’ Mines Ltd... : . 

BP > OP OTM BOW DOM ene (4) 
MacDonald Mines Ltdiih. or oe .08(1) 
MacLan Exploration Limited... 0... 03, .63(1) 
MacLaren Power & Paper Co. (Cl. A.) . 22... 

Pe FP PID SOD, KIN EADI 2107255 15.00(2) 
MacLaren Power & Paper Co. (Cl. B.)'.) 2s. . 

SD, > DSTO 7 Sil jaqqo) 16.00(2) 
MacLaren Power & Paper Co. (1% Pr.) >... . 

PEL PPPS MAD YE DAL 250M) | .50(2) 
Maclean-Hunter Limited»... 000.4 8.75(1) 
Maclean-Hunter Limitée 25.0... 0.0, 8.75(1) 


Income Tax Regulations 


Maclean-Hunter Limited (B.).. 2.0... 9.50(2) 
Maclean-Hunter Limitée (B.) 2.2... 20. 9.50(2) 
Maclean-Hunter Cable TV Limited’... 8.00(1) 
Maclean- Hunter Cable TV Limited (1% Cu. A 


PED SOUP SY OSE TIONS 2670, ¥ 18. ra 
~ Macmillan Bloedel Limited ........ 25.50(1) 
Macmillan Bloedel Limited (3% Pr.) ... .47(3) 
Madeleine Mines Ltd... 0.00.00. 000, 2.54(1) 
Les Mines Madeleine Ltée 2... 20... 2.54(1) 
Madill Ltd:, S011. 29p.NL bh) basta 6.50(2) 
Madison-Ouls Ltd 2nouqipidxs noe we: .12(2) 
Madsen Red Lake Gold Mines Ltd... . . .60(1) 
Magadyne Industries Limited. ....... 1:25(2) 
Magna Electronics Corp. Ltd. 2... 2. 4.05(1) 
Magna Electronics Corp. Ltd. (6-1/2% Cu. Pr.) 

a tale So he a ney TKS POTN] SUR YOOQH ZT 4) 
Magnasonic Canada Ltd.......0.... 8.00(1) 
Magnetics International Ltd. ......... .80(1) 
Magnum. Fund Ltd...) eer, 23.38(3) 
Magoma Mines Ltd. 2.0... ee. .04(1) 
Maher Shoes Limited 2... 0.202. 20.25(2) 
Maher Shoes Limited (Pr.) 2.2.00... 8.00(1) 
Main Oka Mining Corp. . 2. 0.000.0.... (4) 
Majestic Explorations Ltd... 2... 000000, (4) 
Major Holdings & Development Ltd. ........ 

PPP AM TE Bin neg ee ES 1.60(1) 
Malartic Goldfields (Quebec) Ltd. ..... .55(2) 
Malartic Hygrade Gold Mines Ltd... . . 2.25(1) 
Mandarin Mines Ltd... .. ..24-) 20°02: .16(2) 
M. & M. Porcupine Gold Mines Ltd. .. . .08(3) 
Maneast Uranium Corp. Ltd... 0.0.0.0. 01(3) 
Manhattan Continental Development Corporation 

stk eae MY see Pee ROO. DOE) Ji .31(2) 
Manitou-Barvue Mines Ltd.) ......... .33(2) 
Wanix’ Mining 'Co:: Ltdi pews eee eee ys .20(1) 
Manoka Mining & Smelting Co. Ltd... .. ~ (4) 
Manor Mines Eta; so5y ¢ i Ae oe oe es . (4) 
Manterre Gold Mines Ltdv.. 200.00... 01) 
Maple Leaf Gardens Ltd. .. 23. .... 30.50(1) 
Maple Leaf Mills Limited ......... 15.50(1) 
Les Moulins Maple Leaf Limitée ... . - 15.50(1) 
Maple Leaf Mills Limited (5-1/2% B. Pr.) . 

eh eee oe kee ef ERD OMS 70, 00(1) 
Les Moulins Maple Leaf Limitée (5-1/2% Cat. B. 
Pity. P32 UPR POSS OFPOTANen ae 70,.00(1) 
Maple Leaf-MinésLtdi}.). eva yogioly w, :P3(2) 
Maracambeau Mines Ltd... 2.2... 2. . .07(1) 
Mara: Lake Mines Ltd: » «0 see eres fo .09(3) 
Marchant Mining Co. Ltd... 0.0. 0000.. -,60(1) 
Marché Union Inc... 23. 2500 tus] AS oi 
~ Mareast Explorations Ltd... 0... .02 0 24. (4) 
Margaret Red Lake Mines (1940) Ltd. .... (4) 
Maria Mining Corp. Ltd... 2. oe, (4) 
Marigot Investments Ltd. 2.2... 00004. 25(2) 
Mariner Mines Limited (B. Wt!) i. 2... (4) 
Maritime Electric Co. Ltd... 2...) 27: 00(1) 
Maritime Telegraph & Telephone Co. Ltd. 

Pe a i Se SDE EM The 22) 13( 1) 

Maritime Telegraph & Telephone Co. Ltd. (7% 
Cu: Pr.) Po 2 FL 28p, BLO sbpesteyg) 


Sch. VII — Publicly-Traded Shares or Securities 


Markborough Properties Ltd. ..... SY -dnrspocy) 
Markborough Properties Ltd. (Wt.)..... .70(1) 
Marlex Enviro-Systems & Resources Ltd... .. 
ear td Ses ney Coy, ee RSE A ERD ara os .24(2) 
Marshall Boston Iron Mines Ltd. ...... .26(1) 
Marshall Creek Copper Co. Ltd. ...... .07(1) 
Martin-Bird Gold Mines Ltd... ....... .01(3) 
Martin-McNeely Mines Ltd. ......... .O7(1) 
Paarvar Wines Btd Ore Oe ote ace os ae .35(1) 
Mines’ Marval Ltée 2) oe oe ae heels uy. opal) 
Marvens Ltd. (Cl. A.)..s 2.0.50. cer, appat (4) 
Massey-Ferguson Limited ......... 11.63(1) 
Massval Mines Limited... .......... .07(3) 
Master Metal Corp. Mining Ltd. ...... .55(2) 
Mastermet Cobalt Mines Ltd. .......... 15 


Beery. BALMS elle Geog 8 eae Yavin OCD) 
Matrix Exploration Limited ......... tet) 
Mattagami Lake Mines Ltd. ....... 27,88(1) 
matt Berry’ Mines Ltd’). yee eel fis .09(3) 
Maverick Mines & Oils Limited ...... 12(2) 
Maverick Mountain Resources Ltd... . . .20(2) 
Maybrun Mines Ltd ee dr Feeds 10) 
Maycor Mines Lidn bot S tans i Sa .05(3) 
Mayfair Molly Mines Ltd... 2.0.0.6. .06(3) 
Mayfield Explorations Ltd. .......... .14(1) 
Maylac’ Gold’ Mines Etd.y i o33 csa ay sevice th (4) 
McAdam Mining Corp. Ltd. ...... 2... —.41(1) 
McCarthy Milling Co. Ltd. (Cl. A.) . 2... . (@ 
McCarthy Milling Co. Ltd. (Cl. B:)....... (4) 
McCoy Lake Mines Limited ............, (4) 
Les Mines du. Lac McCoy Limitée....... (4) 
McCuaig Red Lake Gold Mines Ltd. .. . .02(3) 
McFinley Red Lake Gold Mines Ltd. .... 05(3) 
MclIntyre-Porcupine Mines Ltd. ..... 74.75(1) 
McLaughlin Associates Ltd., S. B.. .. 13.001) 


McLaughlin Associates Ltd., S. B. (Wt)... .. 
PN Ne a Ree ag ek ee 5.30(1) 

McManus Red Lake Gold Mines Ltd... . .01(3) 

McMarmac Red Lake Gold Mines Ltd....... 


Ret SED VESTER TAREE oe me Tete at .01(3) 
McVittie Graham Mining Co. Ltd... .. 1.55(2) 
Medipack Corp. Ltd. s.2505) ie) 2446 dies 1.45(1) 
Melchers Distilleries Limited. ...... 11.00(2) 
Les Distilleries Melchers Ltée ...... 11.00(2) 
Melton Real Estate Ltd... ...% t2.)...(4 fee, 1.60(1) 
Melton Real Estate Ltd. (A. Wt.) ...... .48(2) 
Menorah’ Mines ‘Ltd: a. ote cee tA (1) 
Mentor Exploration & Development Co. Ltd. 

BA WAOUIN, 5.-US are YE OEE a .60(2) 
MEPC Canadian Properties Ltd....... 7.38(1) 
MEPC Canadian Properties Ltd. (6% Cu. A Pr.) 

Bink ECHORE S VGREALEDS POE Pes eat Er 18.88(1) 
MEPC Canadian Properties Ltd. (Wt.) ...... 

Ns SEN LOOT ASS Pen 2 Cara oe nan 2.40(1) 
MEPC Canadian Properties Ltd. (Rt.)..... (4) 
Mercuria Industries Limited. ......... .80(1) 
Mercury Explorations Limited. ....... .10(2) 
Merged Mining Enterprises Ltd........ .15(3) 
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Meridian Mining & Exploration Co, Ltd. .... 


WR MRM SVEAMOS DA ee eaten ta oa ta ta rok .58(3) 
Merland Explorations Limited ........ 751) 
Meta Uranium Mines Ltd............. 11q) 
Meteor Mining Company Limited ..... .04(1) 
Metropolitan Stores of Canada Ltd. ........ 

WY CUD SOR, IMANOS LAG ee coe. ate 15.38(1) 
Metropolitan Stores of Canada Ltd. ($1.30 Cu. 

POG TAPNIUCUTA, OLEOE SOs RA. vm hye. 19.50(2) 
Metropolitan Stores of Canada Ltd. (6-1/2% Cu. 

P96 RPE) apa): a54-Tngstah ‘serdenk 18.50(2) 
Metropolitan Trust Company, The ... 18.75(2) 
Metropolitan Trust Company, The (Rt.) ..... 

SREO, HATS AS LENE SE Bae ole 90(2) 
Mexican Light & Power Co. Limited ....... 

AGL SH MPR EAPC soenoubal- ao 6.82(3) 
Mexican Light & Power Co. Limited ($1.00 Cu. 

Peo. SSA Tlbens} te «ne stineh 11,38(2) 
Mextor Minerals Ltd... .......05.... .30(3) 
MGF Management Ltd. (Cl. A.) 2.2... 1.95(1) 
Mica Company of Canada Ltd........... (4) 
Microsystems International Ltd. ...... 5.38(1) 
Microsystems International Ltd..(Wt.).. 2.2... 

SWAG IVE SEV SOAS WER A “b. sina sain 1.7001) 
Cie International des Microsystemes Ltée (Wt.) 

le Mines & OubilidediM. dete dow 1.70(1) 
Midcon Oil & Gas Limited... 2... 2.000. (BAC) 
Middle’ Bay: ‘Mines! Ltd: 2c niegscd). aise .01(3) 
Midepsa Industries Ltdi.i 2ogiM. woil.ani .16(1) 
Mid Industries & Explorations Ltd... .. .40(2) 
Midland Nickel Corp. Ltd) 2... 2020. .18(2) 
Midland Petroleums Limited’. ........ .06(1) 
Mid Patepedia Mines Ltd............ .14(2) 
Miadrim Minin giGoicLitd. «00... sun nene 12(1) 
Mid-West Mines Ltd. 2°. .2f tog. 2. .05(2) 
Wiijae Mines itsitted +.1.6.s.<50.0 8. HERG .12(2) 
Miles Red Lake Mines Ltd... ........ .02(3) 
Milestone Exploration Ltd. .......... .08(3) 
Mill City Petroleums Ltd. .......... 2.06(1) 
Millerfields Silver Corp. Ltd... 2.2.0.2... (4) 
Milton Brick Company Ltd. ........ 3.85(1) 
Mindustrial Corporation Ltd. ........ RYSCL) 
Minedel Mines Ltd. 2... 0.00.0 000.- .04(3) 
Mineral Exploration Corp. Ltd. ....... .12@) 
Mineral Mountain Mining Co. Ltd. .... .18(1) 
Mineral Resources International Ltd. ... .35(2) 
Mines: Iberville Ltée. ee. (4) 
Minex Development Ltd. ........... .10(2) 
Min-Ore' Mires Ltd.o 03(2) 
Mirado Nickel Mines Ltd............. 0)2(3) 
White: Mies Ted s7 8 St. conn ee yee 8 .05(2) 
Miron Company Ltd. (Cl. A.) ....... 4.10(1) 
Compagnie Miron Ltée (Cat. A.) ..... 4.10(1) 
Mistango River Mines Ltd. ........... 12(2) 
Mistassini Uranium Mines Ltd. ....... .10(2) 
Mitchell Co. Ltd., Robert (Cl. A.) ... 11.50(1) 
Mitchell Co. Ltd., Robert (Cl. B.) ....... (4) 
MLW Worthington Limited........ 12.75(2) 
MLW Worthington Limitée........ 12. /(2) 


Sch. VII 


Mobilex Development Corporation Limited. . . 


le Donn hac Mines Litres :. 200 8 85(2) 
Mobil Oil Corporation ........0... 51.25(2) 
MogarMirlesthidiey TA ean Oe eee (4) 
Mohawk Iindtistries Ltda/t? 7 28h’ foe 90(2) 
Mohawk Industries Ltd. (6% Cu. Cv. Pr.).... 

ell. Mayes: Lids <tc ean See a elas 1.95(2) 
Mohawk Mines Ltd. 2... 20S. Be, .02(3) 
Mollie Mac Mines Ltd...) .09(2) 
Molson Industries Ltd. (Cl. A.) 22.2: 19.75(1) 
Les Industries Molson Ltée (Cat. A.) . 3.2... 

Haun. Cyroeete nt Gy dees TOC 19.75(1) 
Molson Industries Ltd. (Cl. B.) 2... 19.75(1) 
Les Industries Molson Ltée (Cat. B.) 2.02... 

viata. SA Os TIN Gay EA Sih] OSD ONS (1 ) 
Molson Industries Ltd. (Cl. C).... 2 ee, (4) 
Les Industries Molson Ltée (Cat.C.) 2... (4) 
Molybdenite Corp. of Canada Limited .... (4) 
Molymine Exploration Ltd. 2.0200. 800% 10(1) 
Moly-Ore: Mines: Ltd.i.)).!. spi eRnne) oy .32(2) 
Monarch Gold Mines Ltd. 2. 2.2. .02(3) 
Monarch Investments Ltd.o i. 2... 23.38(3) 
Monarch Life Assurance)... 2024. 28.00(2) 
La Compagnie d’ Assurance-Vie Monarch... . 

rifts) doereleveqial 2ab:isnoie ms 28.00(2) 
Monarch Metal Mines Ltd. .............. .07(2) 
Mosencoiltdisinhainnhé cen i iO la 6.00(1) 
Moneta Porcupine Mines Ltd: sos. 00. .60(2) 
Monpre Iron Mines Ltd... crank sigh (4) 
Monteagle Minerals Ltdie.. 2. on)! .35(1) 
Monterey Petroleum Corporation... 240). .21(1) 
Mont Laurier Uranium Mines Ltd: . ..... .,.86(1) 
Montreal City & District Savings Bank 2... . 

nex Minny. Corpateioa Didnt 4 14.88(1) 
Banque d’Epargne de la Cité du District de 

Montréalald Mines Lid -betinidseonih 14.88(1) 
Montreal Refrigerating & Storage Ltd. ....,.. (4) 
Montreal Trust Colt; clacsew eed aac 18.13(1) 
Moore :Corpichtdel 6 Dies akoatett ste 38.00(1) 
Mooshia Gold Mines Co. Ltd... ...00.: .01(3) 
More Mines Limitedssipiisdects in eh cons .17(2) 
Moresby! Mines Litds ..) ssmscyerrevth ecbebsrebent 15) 
Morocco:Mines Ttdics. Litiiyt oetach. duateds .O8(1) 
Morono Copper Mines Ltd. .... 0.0... .21(2) 
Morse Corporation Ltd., Robt..(Cl. A.)... 2... 

HORE op learatn es Dare bani! 14.00(1) 
Morse Corporation Ltd., Robt (Gl. Bia). tate 1. 

ton. Mineral Limited, yagi evap geet 30.00(1) 
Morse Corporation Ltd., Robt. (5-1/2% Cu. Cv. 

Ae PEE) os UD, Ue a ok ad eee 33.00(2) 
Morse Corporation Ltd., Robt. (5-1/2% Cu. Cv. 
Bi bn Exploration ened es ok 31.50(2) 
Motorcade Stores Limited ........... seo (Z) 
Mount Jamie Mines (Quebec) Limited ...... 
sLaten Powsr 3. Paper 0, do Beate aL) 
Les Mines du Mont Jamie (Québec) Limitée 

-Laten Ppweire Panet Cm titer ye: tl) 
Mount? Keng" Mines Pid) 1 a ee .01(3) 
Mount Pleasant Mines Ltd. 2... 0. S. DOC) 
Mount Royal Rice Mills Ltd... ...... 7.50(2) 
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Income Tax Regulations 


Mount Royal Rice Mills Ltd. (5.80% Cu. Pr.) 


olan Fates Ei tee (ee ce ae 20.00(2) 
Mount Washington Copper Co. Ltd... .. .07(2) 
Mount Wright Iron Mines Ltd. ....... .20(1) 
MPG Investment Corporation Limited ...... 

shittladt: Bitezel nies ~ Ase ee 4.20(2) 
MPG Investment Corporation Limited ($1.30 Cu. 

Pikeine Minas Si eS Nee 15,00(1) 
MS Ni industries. Ltdy +.ré5 Yi Boos 6.13(2) 
With yland Mines Ltd! sei eevee ey (3) 
MTS International Services Inc... .... 3.00(1) 
Multi-MineralsLtd))3)t is BOWS tae: .27(1) 
Multiple Access General Computer Corporation 

Lamithdectrominesee es er ne Fe 1.25(1) 
Murgor Explorations Ltd. ........... .09(2) 
Murky Fault Metal Mines Ltd......... .50(2) 
Murmac Lake Athabasca Mines Ltd. ... .02(3) 
Munpin: OtlyGovlitdral. Ladi eles: 12.00(1) 
Murphy Oil Co. Ltd. (5-3/4% Cu. Cv. A. Pr.) 

eonia' Mines Lhe. Ge Sab a 31.00(1) 
Murrit Photofaxylatd?. 42 2-0) VIG: 3.30(2) 
Murrit Photofax Ltd. (Wt.) ......007: .40(2) 
Muscocho Exploration Ltd. .........: .18(1) 
Mustanf Mines:Litdiy.)..¢-. @oo he Bey .29(2) 
Mymar Mininf & Reduction Ltd... .... .26(2) 
My-Ritt Red Lake Fold Mines Ltd. .....; (4) 
Myteque: Minés. Limited ia O94, OS Ya (4) 
Mytolon Chemical Inc. ........0.0.0. 2.75(1) 
Mytolon Chemical Inc. (Wt.). 2.2.2... 1.00(3) 
Nabors Drilling Limited .......... 10.00(2) 
Na-Churs International Limited ...... 6.00(1) 
Nadina Explorations ‘Ltd. 02) bee tax .91(1) 
Naganta Mining & Development Co. Ltd... .. 

MOU Wario MNS bee ees .21(1) 
NahannitMinesEtd tilt 2284 29748 Your .20(1) 
Nasco Cobalt Silver Mines Ltd... ..... .01(3) 
National Drug & Chemical Co. of Canada Ltd. 

torte’ CHR Ue Ep seess AES OE 6.00(1) 
National Drug & Chemical Co. of Canada Ltd. 

(Cu. GurPryuey dig east DO aUTis: *8.50(2) 
National Grocers Company Limited Gi 50 Cu. 

Priy. Laat Mihs Limited. (5.4/2 8:4 24.44(3) 
National Hees Enterprises Ltd... .. . . . 2.75(1) 
National Hees Industries Ltd.:....... , 2:70(2) 
National Hees Industries Ltd. (6% Cv. 1st Pr.) 

pre Leal Nee cee) CoE SR TaSS See (4) 
National Nickel Limited .........: LOU (1)) 
‘National Nursing Homes Ltd... 2... . 1.75(1) 
National Nursing Homes Ltd. (Wt.) . : .. .35(2) 
National Petroleum Corporation ...... 2.35(1) 
National Sea Products Ltd. ......... 9.50(1) 
National Sea Products Ltd. (5-1/2% Cu. Pr.) 

er ain eee a ribrideariesnpednde: S576 (0°) 
National Msti@ord 144, *. 104.4... tu 32.50(1) 
Nation Lake Mines Ltd. 22.0 20 25: (4) 
Wativen Mitierals:léfd. Ltd. ti.t.:. 5 .03(1) 
NativerMiines Hctd sre bn he a (4 P9(2) 
Navco Food Services Limited... 2. ei 4) 
Wegorn Mines: bagi. CERO ee ey (4) 
Netlof Mining "itd “oa aa eae (4) 


Sch. VII — Publicly-Traded Shares or Securities 


Nelson’s Laundries Co. Ltd. (6% Cu. Pr.).... 


1-6 SE erage Tres ae Maa EP Yate 7.25(3) 
Nemrod Mining Co. Ltd... 2b. eek .18(2) 
Neonex International Limited ..:.... 3.70(1) 
Nesbitt Mining & Exploration Ltd... ... 2013) 
New. Arntfield, Mines Utdss.f.caniiv .coistiba (4) 
New Associated Developments Ltd. ...... (4) 
New Athona Mines Ltd. ....2........ .10(2) 
Newbaska Gold & Copper Mines Ltd. .... (4) 
New Bedford Explorations Ltd. ....... .09(2) 
New Bidlamaque Gold Mines Ltd. ....... (4) 
New Brunswick Telephone Co. Ltd... 2.2... 
Kd.) bolliaicl cariikioegd boo W. 9 14.63(1) 
New Brunswick Uranium Metals & Mining Ltd. 
dis Davans.s i DatUd- BI MONS b DOO 2.90(1) 
New Calumet Mines Ltd. ......0.0.0. .20(1) 
New Campbell Island Mines Ltd......... (4) 
New Cinch Uranium: Ltd. ? 2. 6 sus) es .19(2) 
Newconex Holdings Ltd... ......... 4.70(2) 
New Continental Oil Company of Canada 
1 Fe a8 Ol RR AMP ge ORLA Dan Rete .69(1) 
New Cronin Babine Mines Ltd........ .06(1) 
New Davies Petroleums Ltd.......... .06(1) 
New Digby Dome Mines Ltd. ........ .04(3) 
New Dimension Resources Ltd... ..... .58(2) 
New Dominion Nickel Mines Ltd. ..... .02(3) 
New Far. North Exploration Ltd. ...... .04(3) 
New Formaque Mines Ltd. .......... .04(2) 
Newfoundland Light & Power Co. Ltd....... 
ety oie ean a $e, Eat SEED Os BLES 12.25(1) 
Newfoundland Light & Power Co. Ltd. (5-1/2% 
RO ED ee ac mice Oe ee Gas aria a arene ae (4) 
New Forty Four Mines Ltd... ....0....0. (4) 
New Gateway Oils & Minerals Ltd..... .11(2) 
New Glacier Explorers Ltd.......0.... .05(1) 
Wew Gold Star Mines-Lid.. .. << ....{-13.Ja. (4) 
New Goldvue Mines Ltd. . 2... 20200. .06(1) 
Wew. Harricana Mines Ltd... .. 2.4... (4) 
New Hope Porcupine Gold Mines Ltd... .. (4) 
New. Hosco. Mines. Utd? .2nacssgoa1b chi. se .62(1) 
New Indian Mines Ltd... ......0.00.0. .06(2) 
New. Insco Mines Ltd. jo3.s..2niualoties. cx .40(1) 
Wew. Jason, Mines Ltd... ..o3.1. eanilyi. ariic .03(3) 
New Kelore Mines Ltd... ..20. gc)00) .05(2) 
New Lorie Mines Ltd. 2... 6000.28. .04(2) 
Were liiG MINES Lids sata aed. cupan ge toe clit .13(2) 
New Mallen Red Lake Mines Ltd. ...... 01(3) 
New Marvel Oils Ltd... . 2202... MAAS RS 15 
New Metalore Mining Co. Ltd. ........ 45(2) 
New Miller Pipe Lines & Mining Exploration 
Pid... pi fonmoqi: viRse oba .07(2) 
New Mount Costigan Mines Ltd... ..-.. .16(1) 
Newnorth Gold Mines Ltd. .. 2... 62.6. .O5(2) 
New Pascalis Mines Ltd... .....0....% .20(3) 
New Picton Uranium Mines Ltd. 2.0.2... (4) 
New Potterdoal Mines Ltd... 2... 0.5%. .04(3) 
New Privateer Mines Limited ........ .19(2) 
New Providence Development Co...... .36(1) 
New Quebec Raglan Mines Limited... 6.90(1) 
New Redwood Gold Mines Ltd. ........ (4) 


Sch. VII 
Newrich Explorations Ltd.........0... .06(2) 
New Senator Rouyn Ltd.............. 08(2) 
New Taku Mines Ltd... . 22.00.0000. .26(1) 
New Territorial Uranium Mines Ltd. ... .11(1) 
New Unisphere Resources Limited. .... .42(2) 
Newwan Resources Ltd... : 24 ..46.0%. Wt. .28(2) 
New Walcord Mines Ltd. ........... .02(3) 
New Wellington Mines Ltd. ......... .21(3) 
New York Oils Limited ............ .65(2) 
Niagara Structural Steel Co. Ltd......... (4) 
Niagara Structural Steel Co. Ltd. (6-1/2% Cu. 
GK Ag PPe)soc 8 eee latels P50 dhe lee | 18.00(2) 
Niagara Wire Weaving Company Limited, The 
faking Sra GBT ay 11.00(2) 
Niagara Wire Weaving Company Limited, The 
(GLB ee CORR Pann ee Ors IT, 10.00(2) 
Nickel Hill Mines Limited .......... 142) 
Nickel: Lake Mines Ltde'))-: Spr oe: .02(3) 
Nickel Offsets Tiaday’ Bynes 143) 
Nickel Rim Mines Limited ..... A Behe .10(1) 
Nicoba: Mines htdews tere iit tae .02(3) 
INYconalsMines Lid cf acta aie (4) 
Nisson Mining & Development Limited ..... 
Cr ag a eae Cons ht SR a nd OO ae eT 1.80(1) 
Nith River Petroleums Ltd. .......... 1 (2) 
Nitracell Canada Lid. fall ad 30(1) 
Noble Mines & Oils Ltd. .......... 1.15(1) 
Nocaria Mines’ Ltda. psp g aiuce's fee lg .03(2) 
Noctin Investment Corporation Ltd. ...... (4) 
Noland Mines: Ltd. (20 ooo, segs eee ate (4) 
Nor-Acme Gold Mines Ltd........... .18(1) 
Noradéo Mines Ptde 9.55 ou etch a coris tse . (4) 
Noranda Mines Ltdis 0 0 oe 8 eee). ese 32.75(1) 
Norbaska’ Mines ‘Ltd *s:. © crys. coer. eae 8 .19(2) 
Norcan Mines Limited _,......- 0). epee .10(1) 
Noreo: Ol Corpe ss ey ee a ek 1.19(1) 
Nordév. Mines Ltd, -s os .p. citer ete gts ol .10(3) 
Nordex Explosives Lidia bcatal> at hie .50(1) 
“Nordic: IndustriessLitd:: 4: aéetoeie' eave d .18(2) 
Norex Resources Limited ........... .20(2) 
Norgold Mines Limited. ............ .03(2) 
INotex Wines tdi ec an .26(1) 
Normont Copper Ltd. . 2... eee ees (4) 
Norque Copper Mines Ltd... ........:.. (4) 
Norseman Mines Limited .....:..... .80(1) 
Worthair’ Minés Ltd i343.7- sasiiere wv teowed .15(1) 
North American Asbestos Co. Ltd...... .04(2) 
North American Land & Leisure Ltd...... (4) 
North American Rare Metals Ltd. ..... .18(1) 
North American Rockwell Corp. .... 29.00(3) 
Northcal Mines: Ltdiy;. }. ascii. coo acell . 4101) 
North Canadian Oils Ltd. .......... 5.50(1) 
North Canadian Oils Ltd. (5-1/2% Cu. Pr.) ... 
Phy Hib tb eae hia JB Ghel BIE. 38.00(2) 
North Coldstream Mines Ltd. ...... .. A481) 
North Continental Oil & Gas Corporation Ltd. 
ee Oat aye RES NIT ieee ork Sita aang 02(1) 
North D’Arcy Explorations Ltd........ .20(2) 
Northern Canada Mines Ltd. ......... .49(1) 


Sch. Vil 


Northern & Central Gas Corporation Ltdi.7 . 


sisipi pope oils oe eigen CAV RMEE Memmmate 14.00(1) 
Northern & Central Gas Corporation Ltd. ($1.06 
Cu. Cv... Prd 2oni tivinsiU: laioiit 2 (22:00(2) 
Northern & Central hs Corporation Ltd..($1.50 
Cu, Cy, Pr.) . 5: Bhd ascot £ 28.75(1) 
Northern & Central Gas Corporation Ltd. ($2.60 
Cu, Ist. Pr)... bid geniM siovaaills: 37.25(2) 
Northern & Central Gas Corporation Ltd. ($2.70 
Cu. Pr.) . : . 63.1. 05): feet?: Leaiioue : 37.00(2) 
Northern & Central,Gas Corporation Ltd,..(Wt.) 
DR ci ice. aah can, et eee Ao hee hb f50(1) 
Northam Coal, MinesjLidisca! aril ave .12(3) 
Northern Gem Mining Corp. Ltd....... .02(3) 
Northern Homestakes Mines Ltd... 2. .... .24(1) 
Northern Homestakes Mines Ltd. (Rt.). 50... 
Ben ak cae 2 aoa meet RA ET TEe a .O1(1) 
Northern Metals Limited RTE FREE a Rt. (4) 
Northern Nuclear Mines Ltd... ......06. sant (4) 
Northern Quebec Explorers Ltd:.;....4 :.. 12(2) 
Northern Tar, Chemical & Wood.Ltd: ....4. 
Rap aE odie spi tp” bem Ye ah 25(1) 
Northern Tar, Chemical & Wood Ltd. (Cu. .A. 
Pa eerie aa cs Daher wR A aR 17.00(2) 
Northern Telephone Ltd, (5-1/2% Cu. A. 1st Pr.) 
Bice ie pert paw eae dase Pag% aM il ees ai Se 5 (4) 
Northern Telephone Ltd. (5-1/2% Cu. B. 1st.Pr.) 
wipt Vpn konto OR Ea. 3, ku ag ALOT en (4) 
Northern Telephone Ltd. (5-1/2% Cu. .C. Ist-Pr.) 
Spas San eRe an ee eeaneraragetinprrte 4 io \ i)! 3 
North Expo. Mines ‘Ltd: : 2.27 = 2" wh NES EN (4) 
Northgate Exploration Ltd.) . . 4.70(1) 
North Island Mines Limited... yA 4 
TRON EL COMIS Aye t a tee tee eee ee .82(1) 
WOLLMANG. LrUSt CO. tt re es pop raprarnn # 
Northlode Explorations Ltd. 2.2. . Haseena iit 
North Pacific Mines Ltd. .:... Ren rome es wh 
North Rock Explorations Ltd). 2.0... pede de iia 
Northville-Explorations td. 71 06(3) 
Northwest Canalask Nickel Mines | wr 4 nara ng 
UPPER GS I fle BNET A on tae nag Se in adh O78 PGT} 
North Western Utilities Ltd: (4% Cu. Pry. 
LN sut ai atitat fe Pore Gok el teeta Semen eae 54.00(2) 
Northwest Sports Enterprises Ltd... . .6.00(1) 
Northwest: Trust Co?!) @s8@2¥) 199007 SUPNO (4) 
Northwest: Trust Co. ‘(Prijit-, 2o8iy! fenseto (4) 
Northwest Ventures Limited . POH To 152(1) 
North Whitney Mines Ltd. ¢. 2) 2.20 8.0)" (4) 
Nor-West Kim Resources Ltd... 20.2% .18(2) 
Nor-West Kim Resources Ltd. (B. Wt.) |... (4) 
Nouvelle Mining Exploration Ltd. 2... .).\40(2) 
Nova Beaucage Mines Ltd... 2s. YOSHIO 6(2) 
Nova Scotia Light & Power Co. bide? HOVE 
ATAU POP SEG) DI 2bO ire tbe ns.) 1316301) 
Nova Scotia pit & Power Co. Ltd. Ce Cu. 
Prijs cece cs. Dok COM Mss pehlo: Ie 1 (4) 
Nova Scotia Light & Power Co. Ltd. (4-1/2% Cu. 
E.) ov aed oA 0S ARIE ie A, ee (4) 
Nova Scotia Light: & Power Co. Ltd. (6% Cu. 
Pr.) - one oe aw ep whh COOL, Sheng scSsdhe (4) 
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‘Income Tax Regulations. 


" SEO ORE et) en a eeeees 15.50(2) 
INNON Mines Ltd?. .. O33 O29 ani box 17) 
‘Les Mines N.Q.N. Limitée oo isiioi) 22. 17(1) 
NSI Marketing Ltd)... 2. bn vy... 3.651) 
Nudulama Mines Ltdi!.) 22.0... bigadsint A Wa t4) 
Numac.Oil &! Gas* Ltd) 2 ia0) oStenore 12.75(1) 
Nu-West Development Corp. Ltd... met 
SIN,W.. Capialasicn ii, tS qo3 3% DioW cAchdwWa (4) 
NWL Financial Corporation Ltd... . 2.10(1) 
AN.W.P..Developments. Ltdi) sxpémslaida 79 (4) 
N.W.T.. CopperOMines Iods T doiwanuid : 15(3) 
Oakville Wood Specialties Limited (6% Cu. Pr.) 
sUCUN ) isso mpi) Soiwanisa w4 (4) 
Oakwood Petroleums Limited ....... 1.00(1) 
- O’Brien Gold Mines Limited». 00... . .14(2) 
Occidental Petroleum Corporation ...12.25(1) 
Ocean Cement & Supplies Ltd... 2. 29.50(1) 
Oceanic Iron Ore of Canada Ltd.) 22.0. .15(3) 
Ogilvie Flour Mills Co. Ltd. (7% Cur Pr.) .. . 
CM 6° n >, hee pute 2 Talel east neat TA 2925(2) 
Oil Patch Equipment Sales & Rentals Ltd. ... 
bans aye on ane > wiih, MIU OH 4 | oalys . 1.9001) 
~ Okanagan Helicopters Ltd. so)... 6. 25( 1) 
~ Okanagan Helicopters Ltd. (6% Cu. A. Pr.) 
CJSM + oo ww wtdlyd, Coe Lay aeiimed ws (4) 
Okanagan Helicopters Ltd. (6% Cy. 2nd Pr.) | 
tp 2 ala aie pos o nee et bbed eee ele SOK DET A 11.50(3) 
Okanagan Helicopters Ltd: (Wt.)). 2... 3.00(1) 
Okanagan Holdings Ltd... 222i i 22. me 
~ Okanagan Telephone Company ($.40 Cu. Pr.) 
npriepeg tae city LE wy eames EE ao OS 5.25(3) 
Old Canada Investment Corporation bed Way). 
ccc + molly melon on ZU. YaWwatee) .70(2) 
- Old Canada Investment wg ee Ltd. (6% A. 
Ist. Pr).2 2. . 2. ..bit enti 2 bloc 1.45(2) 
Old Canada Investment Conga Aton Ltd. (Wt.) 
gene ainya eo Ag + UL COME. BUSIEIEE .50(2) 
(* Olivet Gold Mires itd? aitictioscd sqokt wa (4) 
Omega Hydrocarbons Ltd! oo. 2. 220. H .w07(2) 
“Omega-Mines Ltd... Di zsaihd .tsif .. 14) 
i Onaco Petroleums Ltd. .biJ-zeciM odenl: .08(3) 
Onaping Mines Ltd. 2 bid enti woasl: .08(3) 
Ontex. Mining Ltd... ; bit sai siaied: 38(1) 
Opemiska Copper Mines (Quebec) Ltd. 2.7.2. 
oso i ahed-w mituniiag toaih baie See cg a . 8:10(1) 
Open End Mines Limited ...... isiisNi ; 3312) 
Orangeroof Canada Ltd.-bi.! .2liD) Leirisiv i Si2B(1) 
Orchan.Mines Ltd! ol eainiM arolsieaM f 3i S51) 
OrdalacMinesiibitd. 3 acai. Sait, asilid wal (4) 
Orlando Realty Corporation Ltd. ..... 4. 95(2) 
Orofino Mines Ltd. 20.2.2. . Biisice 4813) 
Oro. Mines Ltd... bi Lest, bloc: diner “(20(1) 
Oitega Minerals Ltd. brT eesti sitcaest. ".05(2) 
Orvalley :GoldsMines Litdsivins: nojaiiwa (4) 
OSF Industries Limited 2anii. lsobwio’ 4.75(1) 
Oshawa Group Ltd. (Cl. A.) ov nee. 11:38(1) 
Oshawa Group Ltd. (Wti) . bobo, 1.50(1) 
Osisko Lakei Mines<itd/ fging. A. acrleu€ ) W27(2) 
Ourgold Mining Co: Ltd. 0.0) Soo vou% i wav(4) 


Sch. VII —Publicly-Fraded Shares) or Securities 


(©)°Overland. Express’ Ltd.; Thési%. 2. coon 10;50(1) | 
Overland Express Ltd.,!The «6 60 Cu Cy, Pr.) 
VBR io ie Cassa LAE Ad bal zmusfotiss: 22: G0(2) 
~) Overland Express ter The (nd Pt Pe) 
ee le oy eae L. cont. tevlie - 4.4502) 
Pace Industries Ltd... 2.2; rein. fiers: .85(1) 
Pace, Industries Ltd. (Wt.)i.1. enitecshsord O (4) 
Pacific. Asbestos Lids tgoiisiolaxd sieibebB2(1) | 
(1) Pacific Atlantic Canadian inyestutont Co. Ltd. 
PAG ok vis ss De) eorh. voomE tA. oade405(2) 
Pacific Atlantic Conan Investment.Co, Ltd. 
aoa il: Aw PE) hs een he ee ON oe (4). 
Pacific Copper Mines Ltd. 2. 3.00.5 oo. 1:85(1) 
Pacific Enterprises Ltd...) y.c2; axe sadshiO5S(2) 
Pacific Gas Transmission Co. 2.00) osc hs (4) 
s) Pacific Nickel Mines-btdl iarcteuhel . ads 31(1) | 
.. Pacific Norther, Gas Ltd.(Cl. aK Jit 3.50(2) 


Pacific Northern Gas Ltd. (6- 314% Cu, Pr.). 


LS REE HE a | wolingM : paced 50(2) 
~\°Pacific Northern Oils Del. ripestigM cadsuQ7() 
Pacific Petroleums Limited = .2...% . aiohi03(1) 
*Pacific Silver Mines. & Oils Ltd: »(06(2) 
Pacific) Sulphurskidigsis7 .sb- sguimegqro). a1 (4) 
Pacific Western Airlines Ltd........ 12.63(1) 
Pacific. Western Airlines Ltd.(6% Cu.-Pr.)::. . 
| EEO GTPASE ee NET AEA ED, Say 30.88(1) 
»®\Packard Pershing Mines Ltd: voice 0.5.. (4) 
Paco Corporation of Canada Ltd. 0). 2. 1.85(3) 
Page, Petroleumi Ltd) 302) snodqsial oadebS0() 
(SOPaico, Explorations, Lida. os veadein’ 14 .15(3) 
? Palliser Petroleums Ltd. 2 ..ons.ace: D pal) 
Palmer McLellan (United) Ltd. wo... ric (4) 
Palomino Explorations Ltdwiovcai. . ooo. 10(3) 
PEAKE AVUNES, tds ne wvaad elke cde .20(1) 
~e\Pamour Porcupine Mines Ltd: .)s.ace.. y BI5(1) 
\¢Pdniacan Resources Lid... (@20.). vivS ou. .38(1) 
Panacea’Mining & Exploration Ltd: oo.c.. (4) 
Pan, American, Mines kts oi: segs te (4) 
Pan Canadian Petroleums: Limited)... 15.25(1) 
Pancana Industries. Ltd... (@C2.). wit. sf ‘2.35(1) 
Pan Eastern Corporation | Ltd. iq... 22can29(1) 
Pdngo,Gold Mines Lid................ (4) 
\\Pan Ocean Oil Corporation : 2....000 11.381) 
Panther, Mines. Ltd... ... (e@el. vir r,t, 20(1) 
©)¢Paragon Properties Limited ‘: 6 10(2) 
©)0Paramaque Mines>Lidianuily) bic: 1 noieneayi03(2) 
(<))Paramount Mining Ltd..... i 2st oauQ0C1) 
Parkland Beef Industries Ltdy. . 301) 
Park Lawn Cemetery Cohpanyil Mi pas ads iw? (4) 
Parr MINES Udy, hae bee se ern eee .14(1) 
Partridge River Mines Ltd... “ain - (4) 
Pathfinder. Resources Ltd.'s... .. SJ Birt 1921) | 
Pathfinder Resources Ltd. (B. Wtps .16(2) 
ean. NV orcas Ashita oo see ee fu “13, 5(1) 
\APato. Consolidated Gold Dredging Ltd... . 
dota Petia et a oA BERL) seh CEM Tae gL 6.50(2) 
Patricia Silver Mines Ltd. oo... 00. { xobs-06(2) 
Paulpic Gold Mines Ltd... .c..0 0. A xsbsA3(3) 
Pax International Mines Ltd. 25.0. 22 0. 01(3) |: 
Payco Mines. Ltd. Jit wc) vom, A iii .cibs95(1) 
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Sch, Vil 
Payette River Mines Limitedssiiii aio. s!)06(2) 
Bayfair Industries itd! o”).oniaiM biod 274 (4) 
PCE Explorations Limited).«...5.. 065 0:52() 
Peace River Mining & Smelting Ltd. ..... (4) 
’ Peace River Petroleums Lidin ici). . os. 47(1) 
iPeel-Eldendiimited ncrsaolk HO). 4.260). 14;13(1) 
(Peel Resources Ltd..hiJ tasmqcloved 393 14(1) 
Pelangio Larder, Mines Ltd. juic's sje. on. 102(3) 
/|\/ Pembina. Pipe Line Ltd. (CL.'A.)5 aiff W3(1) 
‘s) Pembina Pipe Line Ltd. (CI5B.)) 9.i)/...7.00(1) 
) Rembina Pipe Line Ltd. O% Cyurnlst Pilot .. 
i I a! als ir P San ROS PIR 9 70h 48.00(2) 
| ay Pipe Line Ltd. (6% Cu. A. 2nd Pr.) 
PT Povece cis (4, ¢ pO. BOMBIOIGNS Yer 25,50(2) 
~ «Pembroke Electric Light Co, Ltd, 2): 19 90(2) 
‘Pend Oreille Mines & ‘Metals; Co.) x2)..6.75(3) 
Pennbec Mining Gorp) ev) aol wilt A- ne (4) 
Pennington’s Stores Limited)». 0.) 11,88(1) 
People’s.Credit Jewellers Ltd. un. 05. 9.38(1) 
People’s Credit Jewellers Ltd. (Cl. As)oi... . 
EAU RN A Gy MAC ea i eal ag 9.00(1) 
People’s Credit Jewellers Bich (6%, Cu) Pr.) 
eae a wows Dati. eenueloned bis 94,75(3) 
People’s. Department Stones! istiived yisizett-., . 
ga GREG GP Te MA EP hae rete Uae a1 
EEF Professional & Enguicered Patents Ltd. 
St ea ses Dhb BDBMS2-10-.710) ISWO 635(3) 
Pére Marquette Petroleums Ltd. (re) 34% .03(2) 
‘\ePermo Gas & Oil Limited, .,....-.2.: 38(1) 
’ Pershing Manitou Gold, Mines Ltd.) 2a... (4) 
Pershon Gold Mines Ltd............. .01(3) 
Peruvian Oils:& Minerals Ltdi. ois0) so. .29(1) 
fA Beso Silver aviines std. se o.4 ais tos ake s .14(1) 
')¢Peterson Red Lake Mines Ltdiaiccs.. absrd. (4) 
Petrofina.Canada Istd. } eaiiasaA 2s 21;50(1) 
er ersoting (anda. LAGC. os 4 a ey e's 88s 21.50(1) 
Petrol Oil & Gas gpa Ltdis vite srnisid..,. 
Seas Mec i u's ek OL) DUOTANO) OE 1x92(1) 
Petromines Ltd.sait. agiaatt. aoisd eb. st). 5261) 
Réettoquest Ltd. betas t sormrcsids3 1 cow (4) 
Peyto Oubikdmitedt) eT ..oD. tainT ysic 1.87(1) 
MO reon Mines Wid, 2 as sian ae on it nt ts (4) 
Phillips Cables Limited). ear). aout sits Ds T(t) 
Phillips Petroleum.Cobsiimu.) .2ouiMl noize (4) 
Phoenix Canada: Oil. Company Ltd. » 7.451) 
Photo Unt ON SS 2 Eleéctrotypers Ltds: 10.).Bd coe 
Ad, D.h) od. batimit vasgmo3 L9,00(2) 
Pickel Chow Bolonhons Linea as. 23(2) 
Pickering MetalesManes btdiS sicsagcio.. .01(3) 
NRO WINES: LAG? oe ea a es ee sc ca oo (4) 
Picton! Mines:> to stoneiogio desio’ sais (4) 
Pine, Bell, MINES etGs conc eiece es eee 8 ome 13(2) 
Pine Lake Mining Co. Ltd: cy xoriE3(2) 
Pine. Pacific. Mines Ltd‘besivai.t. zon! .ock 18(3) 
Pine. Point: Mines, Ltd... ... . -bsottanial .x. 24, re 
Pine. Ridge Exploration Co. Ltd. ... 13(2) 
Pine Tree Explorations Ltd... 2:0. EXOT. O34 151) 
Pinex .Mimes, htdionia) sansiuesA. Liobkvort 69(1) 
Pinnacle:Mines Ltdiniuc.i eu oeoeae. 12(2) 
Pinnacle Petroleums Ltd... ... 28. one .44(2) 


Sch. VII 


Pitchvein. Minésshtdgt-} eon Wav oitsh .01(3) 
Pitt Gold Mining Co. Ltd... ......0.. .04(2) 
Pitts Engineering Construction Limited, C.A. 

st pte oath. BIDEN GLIA. OP RUSTE. ALAR 14.13(1) 
Pizza Pan International Corp............ (4) 
Place Gas & Oil Company Limited ... 1.00(1) 
Placer Development Ltd... 2.000. 1 95 50(2) 
Plains. Petroleum ‘Did: -sinerettact, argng sarUL) 
Plateau. Metals‘ Lid) pi 2a) oat ane .33(1) 
Pleno-Mines Rtdi 2); Disa Sack anise (4) 
Polaris Minés-Ltde). pit pol sai nora .05(2) 
GICON MOLD. a ser tS 3 Sar te lk erat ives 3.00(2) 
Polypump, Lid? o2..4s St. 9qid nad 2.53(1) 
Ponderay Exploration Co. Ltd........ 1.15(1) 
Pondér Oils Btd.0.7 Ja Rh Bogle aA iat .68(2) 
Popular Industries Ltd. 2S00y. Ghee 1.50(1) 
Port.Arthur Iron Ore Corp.) 2f0uy; soni (4) 
Portcomm Communications Corp. Ltd. ...... 

Sid 6 3 tre 2 piled, GIP GL, SOLD 2 AGE .75(1) 
Portcomm Communications Corp. Ltd. (A. Wt.) 

a E23 i snag et ee a ema aged A Pay GORE Ol aah gute (4) 
Port. Dover’ Gas &. Oil! edo! Se aS (4) 
Portfield Petroleums Limited ......... .10(2) 
Portland Yellowknife Gold Mines Limited .. . 

dhoctis ape A cirasslerd ess) ety eee en LA ee (4) 
Potter DistilleniéssLtdy .-iglGigeshe tt: 3.50(1) 
Power Corp. of Canada Ltd. ........ 5.50(1) 
Power Corp. of Canada Ltd. (4-3/4% 1st Pr.) 

sub lestsd att arp as QI OD WO; BBD ¢ 28.38(1) 
Power Corp. of Canada Ltd. (5% Cv. A. 2nd Pr.) 

bad ¢ 3p. 3 wd pha ts SL Re: ROT SG 8.88(1) 
Power Corp. of Canada Ltd. (6% 2nd Pr.) . 

egeYece 9 gle bvgrncendcehfludy ROLEAVE, AOVENE Oars (4) 
Prado Exploration Ltdii! svt bat. nov 1.12(1) 
Prairie Oil Royalties Company Ltd. ........ 

2: Cane hs ogy ce y's 6 vay OE RL aE 11.75(2) 
Prairie ‘Royalty vaso? 280. 4.10 ote (4) 
Fretac- Concrete, COs Lid hia sone wil 1.45(2) 
La Cie de. Béton Préfac Ltée... 22.0: 1.45(2) 
Premier Cablevision Limited ....... 10.60(1) 
Premier Trust Co., The (Fully Paid)........ 

Ya 58. ode GEES teen date aR ROR OE 340.00(2) 
Premium Iron Ores Limited. ........ 1.75(2) 
Preston Mines: Limited... tiselariey Zou: 6.70(1) 
Price Company Limited, The......:.. 7.25(1) 
La Compagnie Price Limitée........ 7.25(1) 
Price Company Limited, The (4% Cu. Pr.) . 

syns oe pee OE COUR IOLA. WOT). 50. 00(2) 
La Compagnie Price Limitée (4% Cum. Priv.) 

5 5 oy aio od g2 eGR Cenk char ree a RE 50.00(2) 
Prime Potash Corporation of Canada Ltd. ... . 

4 BO nas Me, eape m cos o tego elf SE SE, LL an .03(2) 
Primer Group Minerals Ltd. ......... .09(2) 
Probe: Mines ‘Limited iJ 'zoniM atiost 2 .20(1) 
Preflex. Limited... ... .b3.f 2sqihy Jad . 2.20(1) 
Pronghorn Petroleum Corp. Ltd. ........ (4) 
Proto Explorations!itdsoinieigza aasT 5: {ES(2) 
Provident Assurance Company, The...... (4) 
La Prévoyance Compagnie d’Assurance ... (4) 
Provigo Inc... . . «Dhl 2insslonsT, algK, 6.75(3) 


Income Tax Regulations 


Provinces & Explorations Ltd......... 122(2) 
Puma’ Pétroleums Ltd..bit zeorqan tt biel .84(1) 
Puma Petroleums Ltd. (A. Wt.) ....... .48(2) 
Purdex: Mmerals Ltd. ..5)-) zae1yz4 basing .O1(3) 
UEC: SSILVET sIVINNICR ghUGL sos 405 ia ead me 2.30(1) 
Pyramid Mining Co. Ltd. ........... oh (1) 
Q Broadcasting Ltd. (Cl. A.) 2... 0.. 5.00(1) 
Quadrate Explorations Ltd. .......... .02(3) 
Quatsino Copper-Gold Mines Ltd. ..... .11(1) 
Quebec Antimony Mines Ltd. ........ .24(1) 
Les Mines d’Antimoine du Québec Ltée... . . 

9G BIAS Dad aban 42-bit APE, oh aed CORN .24(1) 
Quebec Cobalt & Exploration Ltd...... (2) 
Quebec Explorers Corp. Ltd... 0.0.0... .15(1) 
Quebec Gold Belt Mines Ltd. ........ .08(3) 
Quebec Industrial Minerals Corp... ...... (4) 
Compagnie de Minéraux Industriels du Québec 

2. thd NAC OS DT, abi? (ISROVL Qin 4 (4) 
Quebec Manitou Mines Ltd. ......... aot) 
Quebec Mattagami Minerals Ltd........ 25(2) 
Quebec Sturgeon River Mines Ltd. ..... 10(2) 
Quebec Telephone). 4) 290i, av ie. 9 13.75(2) 
La Corporation de Téléphone de Québec .... 

Behe ad a 2 ee eMILILAY Laie Wo 13:75(2) 
Quebec Telephone (6-1/5% Cu. Cv. A. Pr.) 

MES TLE Pha E kh Oy Bone Meee eG oeee te kr eRe 14.00(2) 
La Corporation de Téléphone de Québec (6-1/5% 

Cum:.Convs.Ar Priv.) 10 soneioniag 14.00(2) 
Quebec Telephone (5% Cu. Pr. 1951 Series) 
HY TU Kaa of se MOREE O 5.50(2) 
La Corporation de Téléphone de Québec (5% 
Cum. Priv. BOS posits) mee Fol a 5.50(2) 
Quebec Telephone (5% Cu. Pr. 1955 Series) 
gTepgay (Lice anije ch eared sb. eR eo eee £3:25(2) 
La Corporation de Téléphone de Québec (5% 
Cum. ‘Priv. .1955) . bit #S20e5 71. AB 13.25(2) 
Quebec Telephone (5% Cu. Pr. 1956 Series) 

disc gue sje) se aps ob eds OOMUV LB OMSULA. Abe (4) 

La Corporation de Téléphone de Québec (5% 
Cum, Priv. 1956)... bit esrienbal siésees (4) 
Quebec Telephone (4-3/4% Cl. Pr: 1965 Series) 

Mintatwic kis. cise of, hate MONEE Otte 12.50(2) 

La Corporation de Téléphone de Québec (4-3/4% 

Cum: Priv. :1965) 2°. bs) 25a 4s 12.50(2) 
Quebec Uranium Mining Corp. ....... .18(2) 
Queenston Gold Mines Ltd... ........ .20(2) 
Queso. Mines. Utd. . 7 fo esi’ nome .04(3) 
Quest. Yellowknife Mines Limited ..... .01(3) 
Quilchena Mining & Development Co. Ltd. 

Wink tas Sade dt ante reteid tage Geel (4) 
Quinte-Canlin Limited ............ 1.95(2) 
Quinte-Canlin Limited (Cl. A.) ...... 2.00(2) 
OSP. Lidivy as bil 2aiioze8 az9bn 11.25(1) 
RIPE) ACen oat aates ck sid NO 11.25(1) 
Rackla River Mines Ltd... 2.2 ..0000. .06(2) 
Rackla River: Mines,.td: (Rt.) . 3°... seu tees (4) 
Radex Minerals. Ltdiit. 2oniM sve £iSit .08(2) 
Radex Mirierals. Ltdi€We)aild bled sigivged (4) 
Radiation Development Co. Ltd. ..... 3.50(1) 
Radio. Hill Mines Co. Ltd. .bj.! zonal opyed (4) 


Sch. VII — Publicly-Traded Shares or Securities 


Radiore Uranium Mines Ltd... .. 2.5... 25(1) 
Ragged Chute Silver Mines Ltd. ....... tata (4) 
Remnda:Resources Ltd. i). Sa..51s 7 ot orate (4) 
Rambler Exploration Co. Ltd... .2....... (4) 
Ramid International Lids ican eek 3 .24(2) 
Irom Petroleums dtd. 43 cnceseoecorsl once .64(1) 
Rancheria Mining Co. Ltd. ........... -.08(2) |} 
Ranchmens Resources Ltd. .......... .60(2) 
Rand Malartic Mines Ltd... 0.0... ....5.... .02(3) 
Rand Resources Limited ............ 53(1) 
Ranger Oil (Canada) Limited... .... 13.75(1) 
Rank Organization td) ..0.0:4 8 term belle a 22.13(1) 
Ranney Gold Mines Ltd,.......... pion (4) 
Rapid Data Systems & Equipment Ltd....... 
feWamh. Capper Deus oh gan, Eh acs 4.50(1) 
Rapid Data Systems & Equipment Ltd. (6% Cu. 
Crmhtoostors, Car yea Ona Ce el, & * 5:25(1) 
Rapid Grip & Batten Limited ....... 5.00(2) 
Rapid Grip & Batten Limited (Cl. A.) ...... 
erra Lmmpire Mines bad... dd cinta 7.00(2) 
Rapid River Resources Ltd......... .. £06(2) 
Rawhidev UneMineschtd)) . 120%, cose 36 Ys wpeerenis .10(2) 
+ dkayineld’ Mining Cows. bis). -basieeri cd eorieies (4) 
Raylloyd Mines & Explorations Ltd. «. . . .20(2) 
Raymond Tiblemont Gold Mines Ltd....... 
gent Limited 2 RS Pat ee. hin pis det .02(3) 
RayoresMinésnbtdi ty... bp asccre & qhte ae: Fv 40(2) 
ieayrocks Mines itm ted 5... c49--yeinreaos bel 1.15(1) 
Reactor Uranium Mines Ltd....... Wi et i2) 
Reader’s Digest Association (Canada) Ltd... . 
FRE ET oa Spee gt Peete a, ae t 7.88(2) 
Sélection du Reader’s Digest (Canada) Ltée 
Sm eereCUth AROS, LAL. opt eet ena 7.88(2) 
meadwtdods bd. (eb F130 itvlsieSoy 1.88(1) 
Realm Mining Corporation Limited ...... (4) 
Realty Capital Corporation. Ltd. (Cl. Agata 
iver Lake Mines 1 46a eet wk 3.40(1) 
Realty Capital Corporation Ltd. CWibs) < anid OC2) 
Reco Silver Mines, Ltd. . ....:...:.45 65+ .10(2) 
Redaurum Red Lake Gold Mines Ltd. .... (4) 
RedcoatMinesiidiees £05... ate weurae (4) 
Redcon Gold Mines Ltd...........+.. .03(3) 
Redhill Investment Corp. Ltd. ....... 4.75(2) 
Red Metal Mines Ltd... case oe ievent@)scrpene .06(2) 
Redruth’Gold Minesvlitd. i205... eke seen .02(3) 
Redstone Mines Ltdh 22.0.0 cess ppokye creed .32(3) 
Reed Shaw Osler Limited .......... 8.75(1) 
Reeves MacDonald Mines Ltd. ...:.. 1.00(1) 
Regentbranch Holdings Limited ....).. 2.09(3) 
Reichhold Chemicals (Canada) Ltd. 9.00(2) 


Reichhold Chemicals (Canada) Ltd. (Wt) veges 


ine Silverstack Lida 10:6): 9, oars Dt DCL) 
Reid Lithographing Co, Ltd. ......). 10.13(2) 
Reid Lithographing Co. Ltd. (6-1/4% Cu, A. Pr.) 

iver Suantalt Mites SiGe. etontt aii 41.13(3) 
Reitman’s (Canada) Ltd.............. 19.13) 
Reitman’s (Canada) Ltd. (Cl. A.) .. .... 19.25(1) 
Renold Chains Canada Ltd. (Cl. A. Cu. Pr.) 

mnsous Limied 24: sana aceal> arent (4) 
Renzy Mines Ltd... 0. 6. it erie ne 43(2) 
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Sch. VIE 
Reprox Costied td... 4a died Aseonee 1.70(1) 
Republic Resources, Ltda: oes be oie ale .17(@) 
Revelstoke Building Materials ...... 14.75(1) 
Revelstoke Building Materials Ltd. (6% Cu. Pr.) 
char nl aefactinsies TR Beet deans 15.00(1) 
Revenue Bropeniesne GLC Wt) op of ad gos 71(1) 
Rexdale: Mimesp Etdacicks,. «secon fiey qe ge) hy (4) 
Reynolds Aluminum Co. of Canada Ltd. (4-3/4% 
Cou Sty Pit oul Mier th 68. shai te open 64.75(2) 
Société d’Aluminium Reynolds (Canada) Ltée 
(4-3/4.% Crm: Privi). oy ccchje is lavepetits ie * 64.75(2) 
R.H.P. Canada Ltd. (Cu. Pt. Cl. A... eye. (4) 
Rhyolite-Rouyn Mines Ltd. ............ (4) 
Richan Explorations Limited ......... .80(2) 
Richelieu Vaudreuil Farms Ltd. ....0..0.. (4) 
Richfault Explorations Ltd. ............ (4) 
Rich Group Yellowknife Mines Ltd...... 21(3) 
Richore Gold Mines Ltd... 2.9... (4) 
Richwood Silver Mines Ltd. ......... 2.10(2) 
Ridgefield Explorations Ltd. .......-... (4) 
Riley’s Datashare International Ltd... ., 1,95(1) 
Rimrock Mining Corporation Ltd... ... .50(1) 
Rio-Algom Mines Ltd. ... 2.60). 443 15.25(1) 
Rio-Algom Mines Ltd. ($5.80.Cu. A. Ist Pr.) 
ervdrift Base Merel.d4ines tovho...'¢ 75,50(2) 
Rio Plata Silver Mines Ltd... .).:..... .07(3) 
Rio: Rupununi Mines. Ltd, 3.9.03 404 F 4g 01(3) 
Ripley International Ltd. ........... 3.80(2) 
Riverside Yarns Utd... 2.7.. fegieerei d £ 2:29(1) 
Riverside Yarns Ltd. (Cl. A. Cu. Cv.;Pr.) i... 
eT eT SS Rte an, ON TET ae 2.75(3) 
Riviera Industries & Resources Ltd...... 22(1) 
Robb Montbray Mines Ltd... 2....... O1(3) 
Robert, Mines Ade ii cco & Seabees .50(2) 
Robin Red Lake Mines Ltd. ......... .0(1) 
Robinson, Little & Co. Ltd... 2)... 37.25(1) 
Robinson, Little & Co. Ltd. (Cl. A.) ....... 
iy Se per eer a Wes me a Mer SOR Apc MON 36.75(2) 
Rocket: Mines. Limited....).. 2... neh id riceepe 18(1) 
Roekland Mining dhtdncs.+ 7 om isto pebspet eras 23(2) 
Rodstrom Yellowknife Mines Ltd. ..... .07(1) 
RokoneMines Ait. Csr he lp nak S ope tettde ty 29(1) 
Rolland Paper Co. Limited (Cl. A.) . 3.10(1) 


Compagnie de Papier Rolland Limitée (Cat. A.) 
bis Sap ated Wak al ino renneneeref 3.10(1) 
Rolland Paper Co. Limited (Cl. B.) ... 2.75(2) 
Compagnie de Papier Rolland Limitée (Cat. B.) 
5a. BAINES © bie Ts sn vsoraianec On de®) 


sor. Aerosnaie yd mantictes il umeteas bank (4) 
Compagnie de Papier Rolland Limitée (4-1/4% 
Chum i Priv: Ser yee hha igeank Gace bias (4). 
Rolling Hills Copper Mines Ltd. ... 34(1) 
Roman Corporation Ltd. oy. % asus hh> ais her 10(1) 
Romfield Building Corp. Ltd. .......... (4) 
Ronalds-Federated Ltd. ......5 0.2.5. 13.50(2) 
Ronnoco Gold Mines Ltd. . ...5. 06. 1 ee es (4) 
Ron Roy Uranium Mines Limited ..... 12(2) 
Rose Gold Mining Co. Ltd... .......- .11(3) 
Rose Pass’ Mines Ltd. 2... ee ece yc tete doscers 25(1) 


Sch. Vil 


Ribera trs RRi ne ih ale eee ee ene 16.63(1) 
La Cie Rothmans de ra Mall Canada Ltée 

ie erckitanritio etna eae 16.63(1) 
Rothmans of Pall Mall Canada Ltd. (6.85% Cu. 

ist. Pipl.» Sateen at nition oh Le 82.50(1) 
La Cie Rothmans de Pall Mall Canada Ltée 
fi Ree LNA) PEA tte eec ees tee 82.50(1) 
Rothmans of Pall Mall Canada Ltd. (6-5/8% Cv. 
ULL PT. Adasen 1 tae ee es 19.88(1) 
La Cie Rothmans de Pall Mall Canada Ltée (6- 
DB oc Goth cbt ae ys oa Ay rac ee 19.88(1) 
Rothmans of Pall Mall Canada Ltd. (Wt.)... . 

Sites SH et ae nen oe eee oe 3.50(1) 
La Cie Rothmans de Pall Mall Canada Ltée (Wt.) 

eH PRL LB Beal Seaetaes Caner ares Ey mma ene SG |) 
Rouyn -Exploration te ee eee 07(1) 
Rowan Consolidated Mines Ltd. ...... .02(3) 
Roxmark ‘Mines, Ltd. (724i) pat ies VOU WE .04(3) 
Royal Agassiz Mites Prdveaviiat 4s 28(1) 
Royal Bank of Canada, The ....... 29.50(1) 
Royal Canadian Ventures Ltdi'. 2. 2 -. 1.02(1) 
Royal Oak Dairy Ltd. (Cl. A.).. 2... 12t79(3) 
Royal: Gala Dairy Ltd (Gb Baye Blatas (4) 
Royal Trust Company, The ........ 37.50(1) 
Compagnte: [rust Royale a fe 37.50(1) 
Royal Trust Co. Mortgage Corp., The (5% Cu. A. 

TE) sok PMc: ah ee Pee ee: 14.25(1) 
RD: kimiteder. 42 ee PPR ee 5.00(1) 
RROD Linntéd? Wt24,- 7 Se © eee 50(1) 
Ros... limited + pias area pee 1 3.10(1) 
Rugged Recd-Lake Mines *2tde se Bee .01(3) 
Russel: Holdings dstdes foes Spay Oe 1.08(1) 
Kussell Roods® *hsites s evty ry stitan ert ene ae ane ame (4) 
Russel ‘bids such (Gl yAe ya sare Bas 9.00(1) 
Russel Ltd., Hugh (6-1/2% Cv. A. Ist Pr.) ... 

po Ne a eee 20.13(2) 
Ruttan Lake Explorations Ltd. ........ Seea0 Gla 
Ryanor Minins; Conidae? esti: 4 141) 
Sabina-Industries, Intdir,'44 a 2tODeL) 
Safari Explorations Limited... 2.0... .. 2302) 
Saint Fabien Copper Mines Ltd. ...... .07(2) 
Saint Lawrence Cement Co. Ltd. (Cl. A.) .... 

einai tron thee Pai ee ee 36.50(1) 
Saint Lawrence Columbium & Metals Corp. 

Sod. MINA Titan TURE oe 1.00(1) 
Saint Lawrence Corp. Ltd... 22 0S: 21.00(1) 
Saint Lawrence Corp, Ltd (5% Cu. A. Pr.) ... 

Metre a a MEH Meld ars cockney anh Cerny 63.00(2) 
Saint Lawrence Diversified Co........ .65(2) 
La Compagnie Diversifiée St-Laurent . . . .65(2) 
Saint, Luci Exploration;Co: Ltde\n2) 23! .16(2) 
Saint Maurice Capital Corp. Ltd. ...... .70(1) 
Samson Mines tdi. oh ee .02(2) 
Sandwell & Company Limited. ...... 3: FaGl) 
Saneih,Pools; Limited (Units) ers 4 .45(3) 
Sangamo CO msltd an bat 14.38(3) 
San Jacinto Explorations Ltd. .. +... .. .09(1) 
San Judas Molybdenum Corp. Ltd... .. . .40(1) 
Santeck,Minesal td tetas nee ae ie eae ag eee (4) 
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Santa Helena Mining Ltd.) 2). 2! .20(1) 
Santa: Maria, Wintes “it: BiG Sah Ye 31(1) 
SantassrMillage sl tds plan Owe eral 10.00(2) 
Santiago Mining & Exploration Ltd....... (4) 
wapawe. Giiid. tineg Beith. Moe ete ett .03(2) 
Saratoga Processing Co. Ltd... 2.0... 4.40(2) 
sarimcoyMmes tdi et es Sree .02(3) 
wearin Latch. 1320 yah ya ene, EA UIEP aba (4) 
Saskatchewan Trust & Loan Co. ........ (4) 
saskoba- Mines :Ing- Ve eee os eer 72 .34(3) 
Sastex Petro-Minerals Ltd. 2 00. 2 os. .07(2) 
Satellite :Metal Mines [bt S0U Sofas ota .06(1) 
Savanna Creek Gas & Oil Ltd) 7... 000 J. (4) 
Way vette Wied, se Coes wet ree 4.70(1) 
Scandia Mining & Exploration Ltd. .... .11(2) 
schneider Limited, k4 Vi + ee oe 11.00(2) 
Schneider Limited, J. M. (B. Cu. Cv. Pr.) .... 
ENON AE, 6 spre on Boe hae le AAS eR, 8.25(1) 
schneider Limited; FM (CG? Cur Gv Pres. 
Py OOS PPS LAL LW hapa at ag rN OF erat (4) 
scnottIndustries Incy.eo 7 i ozs, Bote 8 5.50(2) 
pcimmexdimilted srk eee hea ee OGL) 
Serres.’ banter ston) eet eee ee ee 2.90(1) 
pcope Resources teres eee ro, ene SEE .13(3) 
Scott Chibougamau Mines Ltd. ....... .01(3) 
Scottish & York Holdings Ltd. ...... 9.50(1) 
Seott-LiaSalle Taimited 20/5 aero eeanes 9.13(2) 
Scott Misener Steamships Ltd........ 2.50(3) 
Scott Misener Steamships Ltd. (5-1/2% Cu. Re- 
Geemapleehreh sacs Petr. Ltn Sth aa Coe 7.50(2) 
col baper Liamnted sas ssw 18.50(2) 
Scott's Restaurantetd. 4 29 Be 15.13(1) 
Scitl industnesrstdt sue a Se ee 1.75(2) 
Scurry-Rainbow Oil Limited ....... 16.25(1) 
Scythes and Company Limited...... 16.00(1) 
Seaboard Life Insurance Co. ........ 2.00(3) 
Seaway Copper Mines Ltd... 2... 0... 1383¢19) 
Seaway Multi-Corp. Ltd... ......... 8.00(2) 
Seaway Multi-Corp. Ltd. (Cu. Cv. A. Pr.).... 
iXlibraeraow de Falenie vdeo 5.88(2) 
Seaway Multi-Corp. Ltd. (Wt.) ....... .94(2) 
Seco-Cemp (7-1/4%) uo eh 10.31(1) 
secondo’ Mininovntd. tea toe ree ere ees .10(3) 
Security Capital Corp. Ltd. (Cl. B.) ... 3.90(1) 
seeinar Minesibehy >. Sen Sees .25(3) 
Seldore Mining Company Limited ..... .40(3) 
sofect Properties hithne tra. coo 2.45(2) 
Selkirk Holdings Ltd. (Cl. A.) 2.0... 17.00(1) 
wemior Gas! 6g LA aen ft osniiceee Pee (4) 
September Mt. Copper Mines Ltd. .... . .10(2) 
seton Udke" Mines’ htd) oe et Sia (4) 
Shares Mines &:3O sls Ed, .ers 2. 4 et, nes .12(1) 
Shasta Mines :& Oils: Btdes E4229 t 50(2) 
Siawelnnied. fe. ee te 5.88(2) 
snawmin Explorations Ltd. -.«.*. 4.45. ae (4) 
Shawnee sPetroleums Ltd: Veh) ¢ MeEL .09(3) 
Shawnex-Minés Limited: yeh) 72 © Mei .15(3) 
Shaw. Pipe Industries‘ Ltd?! 7. Se Yt 8.00(1) 
Sheba Copper Mines Ltd. ....... 0... 2A( 1) 
shteba, Mines Lida cous: ia bed oe cee .04(2) 


Sch. VII — Publicly-Traded Shares’ or Securities 


Sheldon-Larder Mines Ltd... )O.40). .07(3) 


Shell Canada Limited (Cl. A.) se... 37.25(1) 
| Shell Investments, Ltd; (5-1/2%.Cu. Cv: Pr.) 

FO bie nerane £ ine iav rosie: Tesh, oe cis a 37.25(1) 
Shell Investments Ltd. (Wt.) . 26. i45 17.00(1) 
ive Gul Company, aris favactenmne (eual, » (4 
Shelter Bay Mining Corp... \/. Li? seth QiCh) 
Shepherd Casters Canada Ltdi......... 4 4,00(1) 
“Sheritt-Lee Mines Ltd. gost. &. bin A. ws ~. .28(1) 
Sheritt Gordon Mines Ltd... ..... 515. 13(1) 
Sherwin-Williams Co. of Canada Lidice .4.. 

De rmigceierslaiace enol hosts Tee > sogerrekes 50(2) 
Sherwin-Williams Co. of Canada Ltd. (7% Cu. 
Pe ties. Fapiickoenu)iunlsed jaar) 
Shewan Copper Mining Corp. Ltd........ (4) 
“Shield Development Co. Ltd., The w..:.. 80(2) 
Shore-to-Shore Corporation Limited giba( B90) 
‘Shully’s Industries Limited :. 2... <2. 4.75(1) 
Siebens Oil & Gas Ltd. 2.2.6. 02 ea5 9,00(1) 
Sierra Empire Mines Ibtd: acnilé.anls.1 chi 1.50(2) 
Sifton Properties Ltd. ....0.. 04 2. ).22)9,60(2) | 
“Sigma Mines (Quebec) Ltd... . i 4. a...) 3.75(2) 
Silbak Premier Mines Ltd....... |. agerati ,09(1) 
Sileurian Chieftain Mining Co. Ltd. . .... .09(1) 
Silknit Limited.,..5 cdietigekst enki ie - 22.00(2) 
-Silknit Limited (5% Pr.) | panibs javli2. 37.00(2) 
Silmonac Mines Ltdi3..0. ) 2.84 eee 2 270) 
Silver: Butte Mines. Lidisi ssiuiasil. eam .07(2) 
Silver Chief Minerals Ltd........ atdieZ 1h) 
Silver Christal Natural Gas & Minerals’ Ltd. 
Fei. BE at teeing | -2zendeubel. & “ens -45(2) 
4Silyer City Mines Ltd. . 3.) anil. velos 121) 
Silver-Cup Mines Ltd. ......5.. . gllixe .20(2) 
Silver Eureka Corp. . 2. 240. se oe. i. sag d8(1) 
Silver Key Mines Ltd. ........ )4).0)./.05(3) 

. Silverknife Mines Ltd. .. 2... 2.0.4 05 », 05) 
Silver_Lake. Mines. Lid. jiacsenieotiaed astis® (4) 
Silyermaque Mining Ltd. .).). ssesi4.ods: .18(2) 
Silver-Men Mines Ltd. >... 2... ri4-ai002603(3) 
Silver-Miller Mines Ltd. ....... wnemiesOd() 
Silver Monarch Mines Ltd... . 2.6.4. twat (4) 
Silver. Pack Mines Ltde isi sane Gos bare , (4) 

'Silverquick Development Co. (B.C.) Ltd... . 
nies heave: decd Debi taonsiodio) ae .12(1) 
Silver Ridge Mining Co; Lidbitcwoniod .05(2) 
Silver Shield Mines Inc. ... sa. 5.5. 3.10(2) 
Silver Shield Mines Inc: (A. Wt.). ..'....2.19(2) 
Silver Shield Mines Inc. (B. Wt.)) 2... 2.02(2) 
Silversides Mines Ltd....... .agf.os0na9 07(2) 
Silver Spring Mines Ltd. . oi: s:o.s0o. .58(2) 
Silverstack Mines Ltd... 2... ese. ee es -.26(1) 
eMine, Silverstack Ltée 4: i. ey + JOUR .26(1) 
Silver Standard Mines Ltd... ...... + 1.10(1) 
Silver Star Mines Ltd... oi... ... sexat OZ) 
Silver Summit Mines Ltd... 2... 6... 00 02(2) 

. Silverwood Industries Ltd. (Cl. A.) os eah.. 
ee a aah) on, ame Te ala a a 1d: 63(1) 
Siiuctueod Industries Ltd. (Cl. B.)......14:75(2) 
Simpsons Limited . siejoe wagieele nen - 22.00(1) 
Simpsons-Sears Limited .......6.- 28.63(1) 
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Sch. VII 
Sintra, Limited | so derniusad oP bh viili 5,:50(2) 
Sintra Ltéereuieed *b eicrasa ote) d3¢tHidsk 5.50(2) 
Sinmas Mines. Ltd. tionitse (5G. Cums Prive (4) 
Skelly Oil Company... i4 eheot bs 45:25(3) 
‘Sklar Manufacturing Ltd) 2. 2.0.25. 2:35(1) 
Sklar Manufacturing Ltd. (Wt) so... .. 175(2) 
Skyline, Hotels Limited 1.00.0)... 006. 9,25(1) 
Bemaden. (Quebec) Ltd. oc via iaceiasecsiace sa, QOL (4) 
Slate Bay Gold Mines Ltd... 0.0... 0005 02(3) 
Slater, Steel Industries Limited ..:.... 10,00(1) 
Slater Steel Industries Limited, (5-1/2% Cu. Ist 
CPr.). ........ betta -2acihd lado bis 13.88(2) 
Slater Steel Industries Limited (5-1/2% 2nd. Pr.) 
FERN eR WR GT OF SRN ce SRE ER GRE BS 13.75(2) 
Slater Steel Industries Limited ($1.20 Cu. Pr.) 
ee ols av ouet het Suelo SOs iv. 15.0001) 
Slater Walker of Canada Ltd... .. 13.25(2) 
Slater Walker of Canada Ltd. (Rt.) 0... ...04 (4) 
. Slater Walker Securities Ltd. i. oc... 8,00(1) 
Slave Point, MinesisLtdesived. Hie). axte.t. + 04(3) 
§.k¢ Diversified:Corp; Ltdheda qo | 9:38(1) 
*Slocan Ottawa Mines Ltd...) os) .955)..62). .69(1) 
S.MCA: dnch.2-) ai eeay i465 iia) souls 50(2) 
S-M. Industries! Lids! jesniiyi dees. anole (4) 
Snowdrift Base Metal Mines Ltd... .. :13@) 
Sobeys. Stores Limited) ). trariyi.d. a esse: 6.75(2) 
Soun Liéeiwiicad (WN. 38D) odtionst oxodat 50(2) 
‘Société Générale de Financement du Québec 
Micsate T awvitincd: CIN Ves coe Meck shea dd a cetvadicion nae (4) 
Sogenailne: casey Gaba h-Eoopiileall ore 14,501) 
Basenct dtd, Case § tye iecc.t11 opeachonstss 1 22((b) 
Solar Explorations-Ltdiys;osreayatc! pouting? (4) 
Solidarité Compagnie d’ Assurance sur la Vie 
{URE aren 5 © gsamie’>. anim. oxgbieie(G) 
Solomon Development Ltd. 2.0.0.2... 338(1) 
Solomons Pillars Mines Ltd... 2.0. ¢2 604 (4) 
Somerville Industries Ltd. ($2.80 Cue Pr.jis .. 
. bi lorsinO to 2eni. aol ods 4s 40.00(2) 
Romney BtGGn. Ware cupese betel os ss oe veud la eins .83(1) 
Southam Press Limited 22:20... 73,13(1) 
South Dufault Mines Ltd... 2... 2.0.4. .05(2) 
Southern Pacific Petroleum Ltd... ...... .08(1) 
Southern Union Oils Ltd... 22.2. eee (4) 
South Pacific Minesabitde:sind seuch aside (4) 
South Seas Mining Ltd............405 .22(1) 
South Winnipeg Limited....6 0:00). 00.048 (4) 
Spacemaster Minerals Ltd...) 2.3.0. 24. .03(2) 
Spa MinesiLitd.nciines dad.bid 2acill qe .05(3) 
Spanish River Mines,Litd. 53.5 2aaib4 yieuah (4) 
Spar Aerospace Products Ltd... 02+ 1.65(1) 
Sparling Ltd,,George |, bad 2onil xeg 2:40(2) 
Spartan Air Services Ltd... betinid osc 50(1) 
Spartan Explorations Ltd). j.66.. 646% .13(1) 
Spartex Oil & Gas Ltdwowd asin |). eayil .08(3) 
Spectroair Explorations Ltd... 23. 26+. 13(2) 
Speculators: Fund: Ltd?,. sqonesclaxs dines 42(2) 
Spenho, Mines: Lid, 3 imiced ccs .06(2) 
Spina Porcupine Mines Ltd. 04)... s.00. 665 (4) 
Spirit Lake Mines Lidoacieaeiyy dt isqucdaue (4) 
Spooner Mines & Oils Limited)... .).). 1.10(1) 


Sch. VII 
Stability Life Insurance Co....0)....0.0.00. (4) 
La Stabilité Compagnie d’Assurance-Vie .... 
diie etoans de Pelt det PRB Qaag (4) 
stafford Foods Ltd... , V#sqmo UO vi 2.60(2) 
Stairs Exploration & Mining Co. Ltd... . .02(2) 
Stall. Lake. Mines Ltd}. 2fwiopiuns 4, 1 .89(1) 
Stampede International Resources Ltd... ... 
783%: @urn: Pray: .PI4 Cossguy) O4n .68(1) 
Standard Broadcasting Corp. Ltd..:.. 13.00(1) 


Standard Fuel Co. Ltd. (4-1/2% Cu. Pr.)... (4) 


Standard Gold Mines Ltd... 0. 0.00.0. .07(2) 
Standard Nickel Mines Limited ....... 221) 
Standard Paving & Materials Ltd. ... 11.50(1) 
stanfields Lid. (Cl: Au) ea gaa e552 35 lhe (4) 
Stanfields.[ctd(ClA Bi 6? eGR ASebe 3 tEEGI(4) 
Stanford:Mines Ltd. ss 20:5: ¢5 25353 .60(1) 
Stannex Minerals: Ltd28%5.-. 10. TOAG YY is) .14(2) 
Stanrock Uranium Mines Ltd. 2.2.0... .60(1) 
St’Anthony. Mines‘ Ltd) S926 A:4 "7 Wise (4) 
Star Lake Gold Mines Ltd... 2.0... 9V.8105(2) 
Steel Co. of Canada Ltd., The... 2... 26.75(1) 
Steeltree: Group: Inev st .22Pe SWS, BRS, 95(3) 
Steeltree Group Inc. (6% Cu. Pr.) . . -. 3.55(3) 
Steep Rock Iron Mines Ltd. 2...) 220. 2.23(1) 
Steetley Industnies Ltd 2. 9282. 27019% 7.00(1) 
Steinberg’s Limited (Cl. A.) ..... ..-22.88(1) 
Steinberg Limitée (Cat. A.) 2.2.2... 22.88(1) 
Steinberg’s Limited (5-1/4% Cu. A. Pr.) 2... 
th dimiied: sagaaaharea pages 77.00(2) 
Steinberg Limitée (5-1/4% Cum. A. Priv.) ... 
Sk horned saga cn ng poet IS 77.00(2) 
Steintron International Electronics Ltd. ..... . 
SA THE APRA Ga D SHTEsg mio) SINR, 3.35(2) 
Stellako Mining Company Ltd.......... 11(1) 
Sterisystems Lid j2)<t yaQMgqgisy au L MOMIGRZS(2) 
Sterisystems Ltd. (Cl. A.) 2.2.0.0. 15.50(2) 
Sterling Trust Corporation. .......00. 8.25(1) 
Stewart Lake Iron Mines of Ontario Ltd: .... 
snar:Mining (kx dada: 24s S914, 390 .15(3) 
St. James Resources Ltdi'..: 2.00 9, 1.70(2) 
St. Mary’s Explorations Ltd... 2... 0. .04(3) 
Stormy- Mines! Ltdeyneyad OG Migr, .28(3) 
Stuart House International Ltd)’. . 2... $:55(1) 
Stuart House International Ltd. (6% Cu. Cv. A. 
Pro) Lawrance Ciohwti4 yu BUAOyH 2kaG 4 6.75(2) 
Stuart Oil Company Ltd., D.A. . JORAS(2) 
Studer Mines Limitéd 2.27901, jojasmose .10(2) 
Stump. Mines-Ltdors: 3.ac «5.Pi) eon .08(2) 
Sturdy Mines Ltd. -21,1 esfiVl syint pleig .14(2) 
Sturgeon: Petroleums! Ltd sop qe0334 19q4 (4) 
Sturgex Mines Btdors 81094 obi gary 121(2) 
Subeo Limited} o.,P4@a0INiad UWA ary .10(1) 
Sudbury Contact Mines Ltd. 2)... 0.0. .25(1) 
Sullivan Mining Group Ltd. ........ 2.70(1) 
Groupe Minier Sullivan Ltée... 2.0... 2.70(1) 
Summit Explorations & Holdings Ltd. 2... .. 
scrartacs Gye Back os cas OU BOS) Ones .73(1) 
Sun Bear, Mines) Btd..4241%4 ogigy giod an, .01(3) 
Sunburst Explorations Ltd. 2.2... 000% 11(1) 
Sunburst Explorations Ltd. (Rt.).. 0.0. .01(1) 
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Sunlite Oil Company Ltd... 2.2... ... 5.00(2) 
Sunningdale Oils Ltd) 0.0. 2000. 2.65(1) 
Sun Publishing Co. Limited (Cl. A.)... 2.0... 
Sago iam ae &: Exabocation béde st 34.75(2) 
Sun Publishing Co. Limited (Cl. B.).. 2.00... 
a2 age Progeasaiaia Ge. YRRUNIQ? MO 33.00(2) 
Sunrise Silver Mines:Ltd. 2.2. 00, .10(1) 
Sunset Yellowknife Mines Ltd. .. 2.0.00. (4) 
Superior Acid & Iron Ltd... 2.200000. .12(1) 
Superior Electronics Industries Ltd... . 2.05(1) 
Supermarché 4 Domicile Ltée... 2... . .30(3) 
Superpack Corporation Ltd.......... 4.00(2) 
Supersol/Lé@ane.y tO; PA RIB IW gg ¢ (4) 
Supertest Petroleum Corporation Limited . 
tielice MAPS DOK, RID! Teqgo) pe 16. 25(1) 
Supertest Petroleum ee abies Limited 
(Ordindry)Fu.. HOBSON SjONG-o}s 68.00(1) 
Surluga Gold Mines Ltd... 2.000.000. .07(2) 
Surpass Chemicals Limited ......... 1.60(1) 
Swim Lake Mines Ltd. 2.00. oe, .15(2) 
Swiss Oils of Canada (1959) Ltd. ..... .18(3) 
Systems Air Corp Ltdacspy) 290i, BaK .15(3) 
Systems Dimensions Ltd. 2.2.0.0... 6.88(1) 
ache Lake-Mmes:fd™: isrisig? saris .03(2) 
Tagami Mines Limited ............. .12(2) 
Takla Silver Mines Ltd. 2 2. 200: .09(3) 
Talisman Mines Limited’... 2.0... 2.04. .15(2) 
Taman Uranium Mines Ltd... ....... .07(3) 
Tamblyn. Limited,.G.2.2.5590 1) Tait. 18.50(2) 
Tamblyn Limited, G. (4% Cu. Pr.) . . . 25.00(2) 
Tancord Industries Limited (A. Pr.) ... 2.50(1) 
Taneloy Mines. Ltd. . 2.2). 990", G52 Tay .08(2) 
Tanzilla Explorations Ltd... ......... .11(1) 
Tara Exploration & Hee ited g aake Gonibany 
Lamiteda:k fo sane ey -Pb4 FORM. YR . 12.75(1) 
‘Target, Mines. Ltd. ..-.-Di) 230.L¥, Susp aey .08(3) 
Tartan Explorations Ltd. ..... 2.0.0... .19(1) 
Taseko-Mines Ltd. -#)4, 2010.04), gupspyiey .22(1) 
Tashota-Nipigon Mines Ltd. ......... .22(3) 
Tasmaque Gold Mines Ltd. ...... Nina (4) 
Taylor Windfall Gold Mining Co. Ltd... .... 
weeny es patina QL Aon AOR ISN .02(3) 
Tay Raver-Mines-Lidaaiqp.sy aU) 4onyaiey .15(2) 
Teck Corporation Ltd. (Cl. A.) ...... 4.75(1) 
Teck Corporation Ltd. (Cl. B.).. 2... 4.15(1) 
Teckora Mines Limited. .2S0°.¢ 2.910 28% 51(2) 
Teknol Mining Co. Ltd. 2... 0.00000. .34(1) 
Teledyne Canada Ltd)... 2.0. es 4.65(2) 
Fenneco.-Inc.. 65)5 } +4-PM 290UN, gabseIgy ‘16 (4) 
Terra Developers. Ltdit 294i BENG S TEvuG (4) 
Terra Mining & Exploration Ltd. ... 2. 2.40(1) 
PeEASOL inere ly Chi ies be PAL, AQBISIQVUS, 9 2.88(1) 
Terrex Mining Co. Ltd... 2... IRIE. TOY .15(1) 
Texacal, Resources. Ltd? ii 298, 1st 39¥ .24(1) 
Texaco Canada Limited ....00.0.. 34.50(1) 
Texaco Canada Limited (4% Cu. Pr.) ....... 
vines Adatecs asgiterd: tad do ee eo 60.00(2) 
Texal Development Ltd... 2... 00000. .30(1) 
Texas East Transmission... 0.0.0.0 000, (4) 
Texas Gulf Sulphur Co. Inc. ... 2... 14.38(1) 


Sch. VII — Publicly-Traded Shares. or Securities 


Pexmont, Mines; Ltd siccreund dail Sobek Fess 39(1) 
TexoredWimes: Lidsz tiadooe tw arises yb O(Z) 
Tex-Sol Explorations Ltd. ........... .57(1) 
Thermatron Corporation Ltd. .......0 0.2... (4) 
Thermatron Corporation Ltd. (Wt.)....... (4) 
Third Canadian General Investment Trust Ltd. 
Pig: An Pi CYs eid eee ee eee 11.75(2) 
Third Canadian General Investment: Trust Ltd. 
(Pi ie Rdines Lidbi-l-paqiM istiaeh = 32.00(2) 
Thomas Nationwide Transport Limited...... 
afaly Pil adetilvasnk WA Snead oat be 1.95(1) 
Thompson Lundmark Gold Mines Ltd. .... ee 
nica. MinecHh venielosied ise@ as .20(2) 
Thompson Paper Box Co. Limited .. «..4.75(2) 
Thompson Paper Box Co. Limited (6% Cu. Pr.) 
PURINE TAN dato choo Pedorriaued mnavdh eet eat Deanierk (4) 
Thomson Drilling Company Ltd. ..... 1.50(2) 
Thomson Newspapers Limited ...... 29.13(1) 
Thomson Newspapers Limited (6-3/4% Cu. Pr.) 
OUTS Seon POs ae Beni Teer ta i Favngodinl Bel) 
Thor Explorations, Ltd.3¢ 26°) spfd less .68(3) 
Thorncrest Explorations Ltd............. (4) 
Timken Roller Bearing Co. ........ 43.00(3) 
Tninred Minine Co; Ltd. ot en 8 .21(2) 
Tinex Development Exploration Ltd. ..... (4) 
frabe Mines. Lid: ..ijeshene' > oninikt ose .12(3) 
Pokar: Limited. \..<h38) Seas Keenan ck + 1.40(1) 
Fombill Mines Ltd; 3 weaihy’ sohist ena DC1) 
Pomrose Mines Ltd: figs: i@ewotitay. sagiacel: (4) 
(onecraft Limited: 62% sanchA. sorkgsrCh 12.50(1) 
Tontine Mining Limited ...0.5..02.. :60(1) 
‘Fooke Bros... Lthh ewe ane ei oe Baty 87D(3) 
Tooke. Bros»Ltd: (A.sPri) cathartic (4) 
Topley Criss Mines Limited ......... .09(3) 
Tiorcan Explorations Ltd... oc} semith oh .12(2) 
Tormex Mining Developers Ltd... .... 1.68(1) 
Toromont Industrial Holdings Ltd. .... 1.30(1) 
Toromont Industrial Holdings Ltd. (6-1/2% Cu. 
Gy-cAs Pr. 6. Agi ae ish inV esriogit (4) 
Toronado, Mines. Lidi:t:egtiola xd xalt- .17(2) 
Toronto-Dominion Bank ..........). 30.00(1) 
Toronto & London Investment Co. Ltd. ..... 
pub d -endwewwiee. batebioone® con 3.90(2) 
Toronto Iron Works Ltd., The ....... 8.75(2) 
Toronto Star Limited (Cl. B.) ..:... 38.00(1) 
Toronto, Star Limited (ClaG@.)* asnih4 s 38.50(2) 
Torwest Resources (1962) Ltd. ........ 23(2) 
Total Petroleum (North America) Ltd. ...... 
inie.(ages bicateseryi ab oreateovnl ae 6.20(1) 
Total Petroleum (North America) Ltd. (3-1/2% 
Ovi dA. Prd One death edt es 14.25(1) 
Tower Resources Lid... hie bows het sore .24(2) 
Towmart Holdings Limited .......... 45(2) 
Fraders Bidg:...inkiswittgustiane alae orev (4) 
Traders Group Limited (Cl. A.) ..... 15.75(1) 
Le Groupe Traders Limitée (Cat. A.) ....... 
Licata temtaouarat Lae.” Bay meet 3 15.75(1) 
Traders Group Limited (Cl. B.) ..... 15.00(2) 
Le Groupe Traders Limitée (Cat.B.)......-. 
ditusteese Sings otyeaan ey Ute: Sbaheeth: 15.00(2) 
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Traders Group Limited,(5%, Cu. Pr.) ....... 
iodine Se ori Peer above Sate Ney ene ee 25.00(2) 
Le Groupe Traders Limitée (5% Cum. Priv.) 
SU ee ek ere 25.00(2) 
Traders Group Limited (5%, Cu.,.Cv. A. Pr.) 
ME EE ee ee eee 20.50(2) 
Le Groupe Traders Limitée (5% Cum. Conv. A. 
EE he) SEO rn ns ee ee ee 20.50(2) 
Traders Group Limited (4-1/2% Cu. Pr.)..... 
debited Pi nexoctiicsnt hati etait el”) otitis 56.25(1) 
Le Groupe Traders Limitée (4-1/2% Cum. Priv.) 
ie Picante RAK wea i Mloachh ined 56.25(1) 
Traders Group Limited ($2.16 Cu. Pr.)...... 
PERE a ween eee a NONE ee gpa 26.00(1) 
Le Groupe Traders Limitée ($2.16 Cum. Priv.) 
ER, Sean An ae pi wt hence 2 26.00(1) 
Traders Group Limited (1965 Wt.).... 2.05(1) 
Le Groupe Traders Limitée (1965 WL.)...... 
MRE Cate ok Brenr, Meee ge aman Nae 2.05(1) 
Traders Group Limited (1966 Wt.).... 4.70(1) 
Le Groupe Traders Limitée (1966 Wt.)...... 
Star oat Wins Carats Daye yt Poe peer 4.70(1) 
Traders Group Limited (1969 Wt.).... 5.00(1) 
Le Groupe Traders Limitée (1969 Wt.)...... 
ee SE IR Hes RI BN Steer ew 5.00(1) 
dP ransair himitedsier a0. Sivioaad~b h- - 3.15(1) 
bransairLamited. CW) 2 Beaecqeivee ? kare 89(1) 
‘Teansair Lamited (Ri) a ee cine Ae ceotal: (4) 
Transair Limited. (Ppa) aikcrey. fork fet ote bo (4) 
Trans-American Mining Corp. Ltd. ...... (4) 
‘rans. anada Glass Ltd... 2. farih « 5.13(1) 
Trans-Canada Pipe Lines Limited. ... 36.25(1) 
Trans-Canada Pipe Lines Limited ($2.75 Cu. Cv. 
DEO. cya iity A anil: hail Son tele eearshbol by 66.75(1) 
Trans-Canada Pipe Lines Limited ($2.80 Cu. Pr.) 
Se ae RR Ee em ee ee Oe 42.25(1) 
Trans-Canada Pipe Lines Limited (Wt.) ..... 
EE RE OT een a ee 10.75(1) 
Trans-Canada Resources Ltd.......... .82(1) 
Trans Columbia Exploration Ltd........ L1(2) 
Transcontinental Resources Ltd........ .27(2) 
Trans Eastern Oil.& Gas Ltd. .......... (4) 
Trans Global Financial Services Ltd. ....... 
Sah ae Re igo « SHA si paiiiaei Ty eral LB ee 1.80(1) 
Trans-Mountain Oil Pipeline Company ...... 
ae esd i eae Bs nana" sh Syick 20.38(1) 
Transocean Oil Incorporated ........... (4) 
Trans-Prairie- Pipelines Lt 2.6 Fcc’ § 12.75(2) 
Transterre Exploration Ltd. 3/) «0.7% 4.4) 20(1) 
Trans Yukon Exploration Ltd. ........ .06(1) 
Tresdor Larder Mines Ltdintes indents Soern!: (4) 
Tribag Mining Cozdtdé wo. tina! he? .60(1) 
Tri-Bridge Mines Limited..............4 4... .35(1) 
SrimacvLids 46 iy ae banner? db: 6.50(1) 
Trinity Chibougamau Mines Ltd. ...... .10(1) 
Triphope Resources Ltd. 2.0.2.2 bene: (4) 
Triton Explorations Limited.......... .70(1) 
Trizec Corporation Limited........ 17.00(1) 
Trizec Corporation Limited (Wt.)...... 50(1) 
Troilus Mines Ltd. . belies $ eeisiee bo .15(2) 


Sch. Vil 
Trojan Consolidated Mines Ltd... . 25(1) | 
Tromac “IViMNes LAG. CT ed ASD .03(3) 
ALOY OLIVER MINES Tela: oe ee ea ee .08(2) 
Trust Général’du' Canada’... ..-.-..5. 00% 25150) 
Tru-Wall Concrete Forming Ltd. ..... 2.90(1) 
TuUnard Cold Wiles LAC toes shee soe .18(2) 
‘Turbo Resources Etnrned =. ee .93(2) 
Twrrsmo ‘Industries Ltd. ssa Ree ok (6 8) 
Turner Valley Oil Company Limited . .. .18(3) 
Twentieth Century Explorations Limited..... 
me eager ningy ag pik remarry ate eae ear cae 0 .75(2) 
SPwilt Peak WINGS Pete eee tree ee ee .28(3) 
TWH RICKMCIOOONS EtG sta de ee eee WAS) 
Tyce dhe ResOmices Triniicer sc tent.) ee .14(2) 
ie app 11 orem 0 tip Gh mo cach amen A ct 16.25(2) 
Eyierer r CUleiiite lee tte ne, or an ae 1.46(1) 
Ultramar Company Limited... 6.13(1) 
Citas MIVeStiCtits heen te eee 16.63(2) 
Witwdvd Copper COLO cL Ade ©, erst ete .04(2) 
Unican Security Systems Ltd. .. 2... J: 4.05(1) 
OOSCU CEC e ste nt eT mee ea ene (4) 
REC SCO IC ed Cle NOT eee ae one ee 2.85(1) 
WTISCSCOMNG. Mel el ee eee ee panied 
Union Acceptance Corporation Ltd. (6% Cu. C. 
8 ie Bd grea acting iene) sri ig ehorhok ibe k 40.44(3) 
Union d’Acceptance Limitée (6% Cum. C. lére 
| at Wy bh Poermey ei areere she beet car gegry vae > 40.44(3) 
Union Acceptance Corporation Ltd. (6-1/4% Cu. 
Ve POR SSS of th pi rh at Ae pale Pega fone grein 40.00(2) 
Union d’Acceptance Limitée (6-1/4% Cum. A. 
Pere Priya ees eee 40.00(2) 
Union Acceptance Corporation Ltd. (6-1/4% Cu. 
DD LSC ee ee ee 42.50(2) 
Union d’Acceptance Limitée (6-1/4% Cum. B. 
TICTO UTE: Venere te ae ee ne ene 42.50(2) 
Union Carbide Canada Limited ..... 13.50(1) 
Union Carbide du Canada Limitée ... 13.50(1) 
Union Gas Company of Canada Limited... .. 
SORA RE hd a els cons cy 5 naet reli orinne ty gress 14.75(1) 
Union Gas Company of Canada Limited (5-1/2% 
CUMAL Prt rent ree aay eae 43.00(1) 
Union Gas Company of Canada Limited (6% Cu. 
1s baad id Wy bashirn corn ero teva ree lon sy cocoe 44.13(1) 
Union Mining Corporation .......... Pi (2) 
Union Oil Company of Canada Ltd..... 2... 
se arene tarieri ny trae igh: on Rasy Te Aue re Sade 44.00(2) 
Crited Asbestos Corpeist 22 ae 4.05(1) 
United Canadian Shares’ Ltd®* = 28) tok: (4) 
United Canso Oil: & Gas td? 2 tere 4.25(1) 
United Canso Oil & Gas Ltd. (Wt.) .. 2°. 64(1) 
United Cobalt Minés*Ltd? 2) ees topes .02(3) 
United Comstock Lode Mines Ltd........ (4) 
United Copper Corporation Ltd........ .10(1) 
United Corporations Ltd. (Cl. A.).... 19.50(2) 
United Corporations Ltd. (Cl. B.).... 15.00(1) 
United Corporations Ltd. ($1.50 Cu. A. Pr.) 
sas rans i rae CRO TORR 20.00(2) 
United Corporations Ltd. (5% Cu. 63 Pr.).... 
Soe tan cna NG gh eee OLS OGIO 7: 19.00(2) 
United Equities Limited ©. :20°, ¢4 2.00(1) 


Income Tax Regulations 


United Funds Management Ltd... .... 8.38(1) 
United Grain Growers Limited (5% Pr.) ..... 
Bee es ee, DEP TIO TGR RA: it 14.00(2) 
United Investment Life Assurance Co. ...... 
Bie Oe a) et OTIE TOG UT t TIO FISEE 5.69(2) 
La Compagnie d’Assurance-Vie United 
Hivestment =r te ee 5.69(2) 
United Keno Hill Mines Ltd... ...... 3.85(1) 
United MacFie Mines Ltd. .......... .04(3) 
United Mindamar Metals Ltd. ........ .16(2) 
United New Fortune Mines Ltd. ........ (4) 
United Provincial Investment Ltd. .... 1.30(2) 
United Reef Petroleums Ltd. ......... .18(2) 
United Siscoe Mines Ltd. .. 2... 0.04 2.10(1) 
United Westburne Industries Ltd... ... 4.00(1) 
United Westburne Industries Ltd. (6-1/4% Cu. A. 
Pst Prey dP MBEQINO 7 SOUL EO; 39.00(2) 
United Westburne Industries Ltd. (Wt.) ..... 
Be EE) OE eGo WOK es. 1.00(2) 
Universal’Factors' Corps’ -. <2... Ste (4) 
Universal Gas Co: Ltd.es? Sn Oie Oma 208) (4) 
Universal Minerals Corporation ........ 24(2) 
Universal Patent & Development Ltd. ...... 
Ye MEY Ei k Oo? BEMIS 101 12(2) 
UniversaPSections' Lik :29°02(o1SVs65 3 6.50(1) 
Univex Mining Corporation Ltd. ...... .41(2) 
Upper Canada Mines Ltd... 2.2.0... 1.66(1) 
Uranium Ridge Mines Ltd. .......... .03(3) 
Uranium Valley Mines Ltd... .. 2.000. .20(3) 
Urban Quebec Mines Ltd... 0.0.00... .04(2) 
US-CA-MEX Explorations Ltd. ....... .20(1) 
Utilities & Funding Corp. Ltd)... 2... 1.60(1) 
Utilities & Funding Corp. Ltd. (Cl. A.). 2... 
ng RS PE ASTER LL SCORERS MS Se 1.60(2) 
Valdex: Mines Inc.’ -2):4, SON RIOIGxS MES -13(Q) 
Valley Copper Mines Ltd... 2.00.00. 7.70(1) 
Val Mar Swimming Pools Ltd. (Cl. A.) ..... 
PURO] Aes SQRINOR: 2STCUONE TOG 1.60(1) 
Piscines Val Mar Ltée (Cat. A.).. 2... 1.60(1) 
Val: Nor Exploration: Ltd’? 229", Ppeagip) (4) 
Vananda Exploration Ltd. ... 0.2.0... .06(1) 
Van der Holt Associates Limited... ... 7.25(1) 
Vandoo Consolidated Explorations Ltd. ..... 
Bee ota ha te ats ee Ee IO WY TOU OSG .04(2) 
Van Ness Industries Ltd... .....0.000. .83(2) 
argas’Mines Lumited? 224. Lie 0389 53(1) 
Vastlode Mining Company Ltd. ....... O5(1) 
Velcro Industries Limited ......... 17.63(1) 
Vencap Investments Ltd’: .-:-...-:-.- 0% 1.80(1) 
Venpower Limitéd™ 002 SEHSOUss : 1.301) 
Ventures Mining Limited ........... .O7(2) 
Vermont Mines’ Ltd. <.- 2-4, 499104940 1a Ww (4) 
Versafood Services Ltd. oo 7.50(1) 
Versatile Manufacturing Ltd......... 3.50(1) 
Versatile Manufacturing Ltd. (Cl. A.).. 2... 
ee et ee Sd OSE SqOR 2.75(1) 
Veéspar’ Mines ‘Ltds-t..> i0.-ieiit- see te ae .14(1) 
Vestor Explorations Ltd... 2... 0000. 33(2) 
Vian Limitéd® 47) Solas | e1gbet t SQUOK? Se (4) 
Mian Limitée "Si! Pat Pe etn cee ce alee (4) 


Sch. VII — Publicly-Traded Shares or Securities 


Victoria Algoma Mineral Co: Ltd. . 2... .11(1) 
Victoria & Grey Trust Co. . J... ie. 223:35050(1) 
Victoria & Grey Trust Co. (5:35% Cu. A. Pr.) 
teste fe ddd CTO. DEO, Datehilosns) » 40.63(1) 
Victoria Wood Development Corp. Ltd. (4) 
Victoria Wood Development Corp. Ltd. (7 2% 
SiC. A. Pr.) basil gosive suesysa co eubBG) 
Victor Mining Corp. Ltd. 2.2.20... i ecis8(2) 
Wiking, Mines. Ltd... ed. oe .08(3) 
Waikacentres Lidiyt j22 SeS\eby BEL a 9:88(1) 
Vimy Explorations Ltd... 2. 0.. aed. der a2 (3) 
Misa Bella Incot.? totmiocio.) eainil4 tine. (4) 
Volcanic Mines Ltd... . 3 rin, ‘isiaht oso -10(3) 
Voyager Explorations ‘Ltdsiinut ean tents (4) 
Voyager Petroleums Ltd... 00.0... ~.. 4.9001) 
Vulcan Industrial Packadihg Limited’ 2siop.s.. . 
Ea ec NNR a psa Ne eae 1 Re Oh ech 2 3 gee) 9.00(1) 
Wabasso Limited Werlsreqio gig, | 18.50(2) 
Wabasso Limitée i ieee. ort AM ALB 502) 
Wrac PerGleunis Tide oe ore ak 02(3) 
Wadge Mines Lethcivicners-nes ban ttOk Chine A 01(3) 
Waferboard Corp. Ltdi 2... 2) Sh DOELO 
Wainoco Oil & Chemicals Ltd. ...... 5.63(2) 
Waite Dufault Mines Ltd... 2) 2 2. 2.09@Q) 
Weajax Limited ro: Bre he eariayy! 13.63(1) 
Wajax Limitée... .. EB CS NY SEE SS 13.63(1) 
Walker-Gooderham & Warts Limited, Hiram 
ts ee et et et aes 42.381) 
Wall & Redekop Corporation Ltd. ..°.)....2.75(1) 
Wardair Canada Ltd.) 2.202: 2s coy. werd .45(1) 
Warner Investments Ltd., E.C. (Cl. A.). . 2. (4) 
Warner Investments Ltd., E.C. (Cl. B.) «2... (4) 
Warner’ West >=... DRE SUR TEV Soa). .43(3) 
Warnock Hersey International Limited ...... 
5 ae Poe gr td esate gs not lapis eR teenth eS 3.65(2) 
Warnock Hersey International Limited ($1.50 
CES A SPL aaron aie pe ae a ee be 10.00(2) 
Warrington Products Ltd. (Pr.). ......... .03.50(3) 
Watson Wake Mines Lig. tS ba. es .04(3) 
Wavecom Development Lid. ......... .75(1) 
W.C’P Ee xplorauons Ptd os. eer eT TOU) 
W.C.P. Explorations Ltd. (5% Cu. Cv. A. Pr.) 
Wen’ Haliiie?, bisborebuognn? 2avi 1 aiabott 30.00(1) 
Webb & Knapp (Canada) Limited ...... 40(2) 
Webb & Knapp (Canada) Limitée ..... .40(2) 
Webbwood Exploration Co. Ltd. ..... P2956) 
Webbwood Mobile Home Estates Ltd. 22... 
“aghe sy gee lol aa ely ARC AIAN Spt 1.00(2) 
Wee-Gee Uranium Mines Ltd... 2.0.0... (4) 
Weldwood of Canada Limited ...... 13.50(1) 
Weldwood of Canada Limited (Rt.) .... +. (4) 
Welland Consolidated Mining Ltd....... (4) 
Wellington Bank (C1A.) 2... 222. oe. 38(3) 
Wentworth Investment Corporation Ltd. ..... 
eee ks vba a gol. \ieiavin U onska 10.00(2) 
Werner Lake Nickel Mines Ltd... 2.0... .01(3) 
Wescorp Industries Ltd. ....... yar S40(3) 
Wesley Mines Ltd. obu lan. cio bee (4) 
Wesfairss Mines itt? tiolaivoisi. ogs 10rd. (4) 
Westates Petroleum Company ....:.. 5.05(3) 
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Westburne International industries Ddsena Y. . 
CT etrrarer trey MeL eotOade rtd Vb) 
(i “Westburne International Industries: Ltd. (8%. Cu. 
CHEPRO-D) bi, rel neu A zest 36.00(1) 

Westburne International Industries Ltd. (Wt.) 

eas TW) bi. gol noduY &% 2esT 2 6.70(2) 
West Canadian Mineral Holdings Ltd. ...... 

LEO eee pester star CO TOOL & 1.10(1) 
Westcoast Petroleum Ltd. wsjo0 0 0 v. 10.13(0) 
Westcoast Petratetiat Ltd. oe Cu. Rogoiiirw 

ropsTodiO emcolsvsC. zeisieH ton’ 30.00(2) 

West Const REG LCER Lita, Beep yey is) t11' 06(1) 
Westcoast Transmission Co. Ltd... .. 25.88(1) 
Westcoast Transmission Co. Ltd. (Wt.). 0.0... 

A ao) Detion | eetieubnl sloorn 6.69(1) 
Westcoast Transmission Co. Ltd. (Rts.) ..... 

ve oe ee Ov ante eeriveibil 2bonacn ho(1) 
Westcel-Rosco Limited rik 13.88(1) 
Westeel-Rosco.Limitéesit a gai. 13.88(1) 
Bye steun Allenbee Oil & Gas Company Ltd. 

DOO ESR NE SOUR niet BISaiO. str 23(3) 
Wésterh &itexasi OulColkidies”s: sas (4) 
Western Broadcasting Co. Ltd. ..... 12.13(1) 
Western Broadcasting Co.Ltd. (5-3/4% Cu. Cv. 

PE ee larceny cobb 200i: goRE BOC 1) 
Western-Buff Mines ‘& Oils Ltd. 2. 2... .07(1) 
Western Candtian Seed:Processors Ltdii. ... . 

SITET PUR IIZO RM. RIE 3 Aesid 10: 4:50(1) 
Western Decuts Petroleum Ltd... .... 6.55(1) 
Western Exploration Company Ltd... .. .12(2) 
Western Mines. Ltdi. tacoma) it. ieibi2.9d(T) 
Western Quebec Mines Co.Ltd. 2.0... .10() 
Western Realty Projects Limited. ... .:7-13(1) 
Western Standard Silver Mines Ltd..2.. . .10(1) 
Western Supplies Ltd. (Cl. A: Cu. Cv.) 00... . 

a es ed ROPER. MOOT D2 9.00(1) 
Weéstern Tin Mines, Ltdot.i-isbasketlaA ..b60- 02(2) 
Western Warner Oils Limited 2.4... 4. .47(1) 
Westfair Foods Ltd. (Cho A) 2... 2. 26.50(2) 
Westfair Foods Ltd: (7% Cu: Pr.). ».. 19.00(3) 

' Westfield Minerals Ltds 2c i0:% Sua en 96(1) 
Westfield Minerals Ltd. (Wt) ...0...00. 48(2) 
West Hill Enterprises & Mining Ltd. ... .10(2) 
West Indies Plantation Ltd) .. 2... 1:F5(2) 
West Indies Plantation Ltd. (Cl..A.) .. . 3.25(2) 
Westinghouse Canada Limited. ..... 14.50(1) 
Westinghouse Canada Limiteée . J. 6k4250(1) 
Westland Mines Ltd. bii-esitradoit 2. 08(2) 
Weston: Limited, George 0. Ju. 18.00(1) 
Weston Limited, George 9 L2G Pr). ts 

Fee os cvenes os sR CERRO: ay tie., it 66.50(1) 
Weston Limited, George (6% Cu. Pr.) ...... 

cas ciocen Gok 2G Sekar OLUTAY 82.00(1) 
West Red Lake Gold Mines Ltd... 5.00... (4) 
Westview Pec Corporation Ltdiao2). . 

a PY) bate baenesodia noidire 1 12308(3) 
Mesty tlle: WIEST tele cep cael ans thscagna cers seven. > (4) 
West ‘Wasa Mineésabtdiiasic 0 osenre on 08(3) 
Whim Creek Consolidated (No Liability) .... 

ee ee id 2am noehvaC-QAOG Y (4) 


Sch. VII 
Whipsaw Mines Limited............ .10(2) 
Whistler Peiroleumis Litd.c. ...: is. ves.vandiec .32(1) 
White Pass & Yukon Corp. Ltd: .... 10.00(1) 
White Pass & Yukon Corp. Ltd. (6-3/4% Cu. A. 
PPO SUL 2ahiattion lr Dimond . anus 22.00(2) 
White Pass & Yukon Corp. Ltd. (Wt.) ...... 

moO hiuibiohh ith trust.) .76(2) 
White River’ Minés. Ltds'.: 00.00.00 N, .28(1) 
White Star Copper Mines Ltd......... .14(2) 
Whitehorse Copper Mines Ltd. ...... 1.75(1) 
Whiterock Estates Development Corporation 

Limited). Syncs BMS zeta: teso.. 14. 38(1) 
Whitesail: Mines ‘Tid. tieeinesort tencoran (4) 
Whitey Wilson Oil & Gas Ltd. ........ 31(3) 
Whonnock Industries Limited (Cl. A.) ...... 

ASL biunnD howennenetTs sdst3 SG) 
Whonnock Industries Limited (Cl. B.)....... 

is In yesunein hia £ asked 14.00(1) 
Wilco’. Mining'Co. Ltdsinerrt ac20% aa .15(1) 
Wildor:Mines) F2nno5 Ga) senioall A naste .01(3) 
Wiley Oilfield Hauling Ltd.......... 7.00(1) 
Williams Creek Gold Quartz Mining Co. Ltd. 

SPSS ALD Co amiziohanis goats .46(1) 
WillowLake MinesoItd@atrisksink atid: (4) 
WN TRIE OS MEMES LAG soo oocte sm ow vy chit om om anion A .70(1) 
Wilshire Oil Company of Texas......... (4) 
Wilson Red Lake Gold Mines Ltd........ (4) 
Winco Steak & Burger Restaurants Limited 

9. 150 SDL. reine: sileseG mm 4.60(1) 
Windermere Exploration Limited ...... .20(1) 
Windfall Oils & Mines Ltd. 2... 2.0.0: - .09(2) 
Win-Eldrich Mines Ltd. .. 2.0.0.0... .09(1) 
Winnipeg Supply & Fuel Co. Ltd. .... 8.50(3) 
Win West Oil & Mining Ltd. 2.2.20... ¥25(2) 
Wisconsin Mining Company Ltd....... .10(1) 
Wolf Creek Mines Ltd....... bade he alde s pale (4) 
Wood,. ‘Alexander! Ltddid oui or. m9 ~2.53(3) 
Wood-Croesus Gold Mines Ltd......... 02(3) 
Woodford Investment Ltd. (Cl. A.) 2.2.20. (4) 
Woodford Investment Ltd. (Cl. B.).... 2.00(1) 
Woodward Stores Limited. ........ 25.00(1) 
Worldwide Energy Company Ltd. .... 2.16(2) 
Wosk’s Tbtd) situ, 3S) eee in. 7.75(2) 
Wrightbar Mines Limited ........... .30(2) 
Wright-Hargreaves Mines Ltd........ 1.15(1) 
Xoma-.Ltd.. :.;. boltaut.shsge) seuariges 4.05(1) 
Koma Ltée!) SSN emg) aeons 4.05(1) 
Y. & R. Properties Ltd. HG! 2S al 6.75(1) 
Yankee Canuck Oil and Mining Corp. Ltd. . 

OQ MOR NAS, dota haath waig 04(3) 
Yarandry Silver Mines Ltd........... 50.(3) 
Yellorex:Minés Btd saan? Chale sale .13(3) 
Yellowknife Base Metals Ltd. .......... (4) 
Yellowknife Bear Mines Ltd......... 4.40(1) 
Yorbeau:. MinestIne?nsarovieaval ware .05(3) 
York Lambton Corporation Limited (Cl. A.) 

sc ducts Sn Sahcde de tevetess Sates, sELReL ROME LED .80(2) 
York Lambton Corporation Limited (Cl. B.). 

. (atilidsit of) Botshitognod dear) ntl (4) 
Young-Davidson Mines Ltd. ......... .16(3) 
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Young Mines Ltd., H. Gov os... es. .06(2) 
Young-Shannon Gold Mines Ltd........ 01(3) 
Yreka Minés’Etd; .o°).jaunT vv .& sini .17(2) 
Yukon Consolidated Gold Corp. Ltd. ....... 
51 ed ..GI0O. tone ley eC]. boo We, fiw 1.10(2) 
Yukon Properties Limited .... 5.0.0.0... (4) 
Yukon Revenue Mines Limited ....... £12(2) 
Zahamy Mines Ltd. .............. 2.38(2) 
Felleris tds. Nonta as bal2eaiM 3 17.00(1) 
Zeller’s Ltd. (4-1/2% Cu. Pr.))!.). 0006 34.00(1) 
Zenith Electric Supply Ltd. ......... 2.35(1) 
Zenith Mining Corporation Ltd......... 27(1) 
Zenmac Metal Mines Limited ........ .06(2) 
Zinat: Mines Limitedi.!. sicusiwax wsua: .15(2) 
ZLodide Ltd (ClcAakk zmeatiaios. 133: 1.90(1) 
Zodiac Ltée (Cat. A.) ..... inibobin’ we 1.90(1) 
MoaroC MINES: Ltd 7 i eee de cece (4) 
Zulapa Mining Corporation Ltd......... 12(1) 


PROCLAMATION FIXING VALUATION DAYS 


History: This proclamation was first issued in the Canada Gazette, 
Part I, April 29, 1972, and on consolidation was included as chapter 
946 of the Consolidated Regulations of Canada, proclaimed in force 
August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada Ga- 
zette, Part II, August 8, 1979. 


Know You that We, by and with the advice of Our 
Privy Council for Canada, do by. this Our 
Proclamation 


(a) fix December 22, 1971 as the day in relation 
to any property referred to in paragraph 24(a) of 
the Income Tax Application Rules for the pur- 
poses of subdivision c of Division B of Part I of 
the Income Tax Act; and 


(b) fix December 31, 1971 as the day in relation 
to any property referred to in paragraph 24(b) of 
those Rules for the purposes of that subdivision. 


History: Proclamation amended by P.C. 1994-1817, s. 48, Novem- 
ber 1, 1994, Canada Gazette, Part II, November 30, 1994. 


Schedule VIIl — Universities 


outside Canada 


History: Schedule I was consolidated and retitled Schedule VIII, 
by the Consolidated Regulations of Canada, chapter 945, pro- 
claimed in force August 15, 1979, by P.C. 1979-1934, July 19, 
1979, Canada Gazette, Part II, August 8, 1979. 


Interpretation Bulletins: IT-516R2: Tuition tax credit. 


1, The universities situated in the United States of 
America that are prescribed by section 3503 are the 
following: 


Abilene Christian University, Abilene, Texas 

Adams State College, Alamosa, Colorado 

Alfred University, Alfred, New York 

Ambassador University, Big Sandy, Texas 

American College, The, Bryn Mawr, 
Pennsylvania 

American Film Institute Center for Advanced 
Film and Television Studies, Los Angeles, 
California 


2540 


Sch. VILL Universities-outside Canada 


» vAmerican: Graduate School of tntemnatiomas Man- 


agement, Glendale, Arizona 


American International College, iS prrbeHicld, | 


Massachusetts 
American University, The, Washington, District 
of Columbia | 


American, University:in Cairo, The; New Mork, 
New York 


“Amherst College, Amherst, Mussankiasedts 
Anderson College, Anderson, South Carolina 


Andover Newton Theological School, Newton 


Centre, Massachusetts 

Andrews University, Berrien Springs, “Michigan 

Anna Maria College (formerly Anna Maria Col- 
lege for Women), Paxton, Massachusetts 

Antioch University, New York, New York 

Arizona State University, Tempe, Arizona 

Asbury Theological, Seminary;: Wilmore, 
Kentucky 

Associated’ Mennonite Biblical Seminary, ee 
hart, Indiana 

Atlantic Union College, South Lancaster, 
Massachusetts 

Augsburg College, Minneapolis, hin insite 

Azusa Pacific College, Azusa, California: 

Babson ‘College, Babson Park,.Massachusetts 

Baldwin-Wallace College, Berea, Ohio” 

Bard College; Annandale-on-Hudson, New: York 

Barnard College, New York, New York 

Bates College, Lewiston, Maine 

Beloit College, Beloit, Wisconsin 

Bennington College, Bennington, Vermont . 

Bentley College, Waltham, Massachusetts 

Beth Medrash; Govoha, Lakewood, New Jersey 

Bethel College, Mishawaka, Indiana 

Bethel « College and Seminary, Sto Paul, 
Minnesota | 

Bethel College, North Newton, Kansas 

Biola University, LaMirada, California 

- Bob Jones University,:Greenville, South Carolina 

Bluffton College, Bluffton, Ohio’ °° » 

Boston College, Chestnut Hill; Massachusetts 

Boston University, Boston, Massachusetts. — 

Bowdoin College, Brunswick, Maine 

Bowling Green State University, Bowling Green, 
Ohio 

Brandeis University, Waltham, Massachusetts 

Briarcliff College, Briarcliffe Manor, New York 

Brigham Young University — Hawaii ‘Campus, 
Laie, Hawaii 

Brigham Young University, Provo, Utah 

Brown University, Providence, Rhode Island 

Bryn Mawr College, Bryn Mawr, Pennsylvania 

Bucknell University, Lewisburg, Pennsylvania 

California Institute of Technology, Pasadena, 
California 

Calvin College, Grand Rapids, Michigan 

Calvin Theological Seminary, Grand Rapids, 
Michigan 

Canisius College, Buffalo, New York 


2541 


-Carnegie-Mellon 


Sch. VIII 


Carleton College, Northfield, Minnesota 

ine tSuayia _ Pittsburgh, 
Pennsylvania 

Carroll College, Miankeshay Wisconsin: 

Case Western Reserve University, Cleveland, 
Ohio 

Catholic University of America, sa Washing- 
ton, District of Columbia 


o Cedarville College, Cedarville, Ohio 


Central Michigan University,: Mount Pleasant, 
Michigan. 

Central: Yeshiva Tomchei) Tmimim-Lubavitch, 
Brooklyn, New York 

Claremont. McKenna College, 
California 

Clark University, Worcester, Massachusetts 

Clarkson. University, Potsdam, New York 

Colby College, Waterville, Maine 

Colby-Sawyer College, New London; New 
Hampshire = 

Colgate University, Hamilton, New York 

College of New Rochelle, New Rochelle, New 
York — 


Claremont, 


‘College of William and Mary, Williamsburg, 
. Virginia 
College of Wooster, The, Wooster, Ohio’ 


Colorado College, The, Colorado Springs, 
Colorado 

Colorado School of Mines; Golden, Colorado 

Colorado:State University, Fort Collins, Colorado 

Columbia Bible College & Seminary; Columbia, 

- South Carolina | 

Columbia Pacific’ University; San. Rafael, 
California : 

Columbia Union “Calleze, 
Maryland 

Columbia University in the City of New York, 
New York, New York © 

Concordia College, Mobsadadi Minnesota 

Connecticut College, New London, Connecticut 

Cornell University, Ithaca, New York 

Covenant College, Lookout Mountain, Tennessee 

Creighton University, Omaha, Nebraska 

Curtis Institute of Music; The, Philadelphia, 
Pennsylvania 

Dallas Theological Seminary, Dallas, Texas 

Dana College; Blair, Nebraska 

Dartmouth College, Hanover, New Hampshire 

Denison University, Granville, Ohio 


Takoma — Park, 


-De Paul University, Chicago, Illinois 


De Pauw University, Greencastle, Indiana 

Detroit College of Law, Detroit, Michigan 

Divinity School, The, Rochester; New York 

Dordt College, Sioux Center, lowa 

Drake University, Des Moines, lowa 

Drew: University; Madison, New Jersey 

Dropsie University, The, Philadelphia, 
Pennsylvania 

Drury College, Springfield, Missouri 

Duke University, Durham, North Carolina 


Sch. VIII 


Earlham College, Richmond, Indiana 

Eastern Baptist Theological Seminary, The, Phil- 
adelphia, Pennsylvania 

Eastern Mennonite College, Harrisonburg, 
Virginia 

Eastern Washington University, Cheney, 
Washington 

Ecumenical Theological Center, 
Michigan 

Elmira College, Elmira, New York 

Emerson College, Boston, Massachusetts 

Emmanuel School of Religion, Johnson City, 
Tennessee 

Emmaus Bible College, Dubuque, Iowa 

Emory University, Atlanta, Georgia 

Ferris State University, Big Rapids, Michigan 

Florida Atlantic University, Boca Raton, Florida 

Florida State University, Tallahassee, Florida 

Fordham University, New York, New York 

Franciscan University of Steubenville, Steuben- 
ville, Ohio 

Fresno Pacific College, Fresno, California 

Fuller Theological Seminary, Pasadena, 
California 

GMI Engineering & Management Institute, Flint, 
Michigan 

Gallaudet College, Washington, District of 
Columbia 

Geneva College, Beaver Falls, Pennsylvania 

Georgetown University, Washington, District of 
Columbia 

George Washington University, The, Washing- 
ton, District of Columbia 

George Williams College, Downers Grove, 
[llinois 

Georgia Institute of Technology, Atlanta, 
Georgia 

Goddard College, Plainfield, Vermont 

God’s Bible School and College, Cincinnati, 
Ohio 

Gonzaga University, Spokane, Washington 

Gordon College, Wenham, Massachusetts 

Gordon-Conwell Theological Seminary, South 
Hamilton, Massachusetts 

Goshen College, Goshen, Indiana 

Grace College of the Bible, Omaha, Nebraska 

Graceland College, Lamoni, Iowa 

Greenville College, Greenville, Illinois 

Grinnell College, Grinnell, Iowa 

Gustavus Adolphus College, St. Peter, Minnesota 

Hamilton College, Clinton, New York 

Hampshire College, Amherst, Massachusetts 

Harvard University, Cambridge, Massachusetts 

Hebrew Union College — Jewish Institute of Re- 
ligion, Cincinnati, Ohio 

Hebrew Union College — Jewish Institute of Re- 
ligion, Los Angeles, California 

Hebrew Union College — Jewish Institute of Re- 
ligion, New York, New York 

Hillsdale College, Hillsdale, Michigan 


Detroit, 
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Hobe Sound Bible College, Hobe Sound, Florida 

Hollins College, Hollins College, Virginia 

Holy Trinity Orthodox. Seminary, The, 
Jordanville, New York 

Hood College, Frederick, Maryland 

Hope College, Holland, Michigan 

Houghton College, Houghton, New York 

Huntington College, Huntington, Indiana 

Illinois Institute of Technology, Chicago, Illinois 

Indiana University, Bloomington, Indiana 

Iowa State University of Science and Technol- 
ogy, Ames, lowa 

Ithaca College, Ithaca, New York 

Jamestown College, Jamestown, North Dakota 

Jewish Theological Seminary of America, The, 
New York, New York 

Johns Hopkins University, The, Baltimore, 
Maryland 

Kansas State University, Manhattan, Kansas 

Lafayette College, Easton, Pennsylvania 

Lake Superior State University, Sault Ste. Marie, 
Michigan 

Lawrence Technological University, Southfield, 
Michigan 

Lehigh University, Bethlehem, Pennsylvania 

Leland Stanford Junior University (Stanford Uni- 
versity), Stanford, California 

Le Moyne College, Syracuse, New York 

Le Tourneau College, Longview, Texas 

Liberty Baptist College, Lynchburg, Virginia 

Life Chiropractic College, Marietta, Georgia 

Life Chiropractic College-West, San Lorenzo, 
California 

Logan College of Chiropractic, St. Louis, 
Missouri 

Loma Linda University, Loma Linda, California 

Louisiana State University, Baton Rouge, 
Louisiana 

Loyola University, Chicago, Illinois 

Lutheran Bible Institute of Seattle, Issaquah, 
Washington . 

Macalester College, St. Paul, Minnesota 

Maharishi University of Management, Fairfield, 
Iowa 

Manhattanville College, Purchase, New York 

Mankato State University, Mankato, Minnesota 

Marquette University, Milwaukee, Wisconsin 

Marymount College, Tarrytown, New York 

Massachusetts Institute of Technology, Cam- 
bridge, Massachusetts 

Mayo Foundation, Rochester, Minnesota 

Mayo Graduate School of Medicine, Rochester, 
Minnesota 

Meadville-Lombard Theological School, Chi- 
cago, Illinois 

Medical College of Pennsylvania and 
Hahnemann University, The, Philadelphia, 
Pennsylvania 

Mercyhurst College, Erie, Pennsylvania 

Mesivta Yeshiva Rabbi Chaim Berlin, Brooklyn, 


Sch. VIII — Universities outside Canada Sch. VIII 


New York 

Messiah College, Grantham, Pennsylvania 

Miami University, Oxford, Ohio 

Michigan State University, East Lansing, 
Michigan 

Michigan Technological University, Houghton, | 
Michigan 

Middlebury College, Middlebury, Vermont 

Mills College, Oakland, California 

Minot State University, Minot, North Dakota 

Mirrer Yeshiva Central Institute, Brooklyn, New 
York | 

Montana College of Mineral Science and Tech- 
nology, Butte, Montana 

Montana State University, Bozeman, Montana 

Moody Bible Institute, Chicago, Mlinois 

Moravian College, Bethlehem, Pennsylvania 

Mount Holyoke College, South Hadley, 
Massachusetts 

Mount Ida College, Newton Centre, 
Massachusetts 

Mount Vernon College, Washington, District of 
Columbia 

Multnomah School of the Bible, Portland, 
Oregon 

Nasson College, Springvale, Maine 

National College of Chiropractic, The, Lombard, 
Illinois 

Nazarene Bible College, Colorado Springs, 
Colorado 

Nazarene Theological Seminary, Kansas City, 
Missouri 

Nebraska Wesleyan University, Lincoln, 
Nebraska 

Ner Israel Rabbinical College, Baltimore, 
Maryland 

New England College, Henniker, New 
Hampshire 

New York University, New York, New York 

Niagara University, Niagara, New York 

North American Baptist Seminary, Sioux Falls, 
South Dakota 

North Carolina State University at Raleigh, Ra- 
leigh, North Carolina 

North Central College, Naperville, Illinois 

North Dakota State University of Agriculture and 
Applied Science, Fargo, North Dakota 

Northeastern University, Boston, Massachusetts 

Northrop Institute of Technology, Inglewood, 
California 

Northwest College, Kirkland, Washington 

Northwestern College, Orange City, lowa 

Northwestern College, St. Paul, Minnesota 

Northwestern University, Evanston, Illinois 

Northwood Institute, Midland, Michigan 

Nyack Missionary College, Nyack, New York 

Oakland University, Rochester, Michigan 

Oakwood College, Huntsville, Alabama 

Oberlin College, Oberlin, Ohio 

Ohio College of Podiatric Medicine, Cleveland, 
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Ohio 

Ohio State University, The, Columbus, Ohio 

Ohio University, Athens, Ohio 

Old Dominion University, Norfolk, Virginia 

Oral Roberts University, Tulsa, Oklahoma 

Oregon State University, Corvallis, Oregon 

Ottawa University, Ottawa, Kansas 

Pace University, New York, New York 

Pacific Graduate School of Psychology, Menlo 
Park, California 

Pacific Lutheran University, Tacoma, 
Washington 

Pacific Union College, Angwin, California 

Pacific University, Forest Grove, Oregon 

Palm Beach Atlantic College, West Palm Beach, 
Florida 

Palmer College of Chiropractic, Davenport, lowa 

Palmer College of Chiropractic-West, Sunnyvale, 
California 

Park College, Kansas City, Missouri 

Pennsylvania College of Podiatric Medicine, 
Philadelphia, Pennsylvania 

Pennsylvania State University, The, University 
Park, Pennsylvania 

Philadelphia College of Bible, Langhorne, 
Pennsylvania 

Philadelphia College of Textiles and Science, 
Philadelphia, Pennsylvania 

Pine Manor College, Chestnut = Hill, 
Massachusetts 

Pomona College, Claremont, California 

Princeton Theological Seminary, Princeton, New 
Jersey 

Princeton University, Princeton, New Jersey 

Principia College, The, Elsah, Illinois 

Providence College, Providence, Rhode Island 

Puget Sound Christian College ... A college of 
the Bible, Edmonds, Washington 

Purdue University, Lafayette, Indiana 

Rabbinical College of America, Morristown, 
New Jersey 

Rabbinical College of Long Island, Long Beach, 
New York 

Rabbinical Seminary of America, Forest Hills, 
New York 

Radcliffe College, Cambridge, Massachusetts 

Reed College, Portland, Oregon 

Reconstructionist Rabbinical College, Wyncote, 


Pennsylvania 

Reformed Bible College, Grand Rapids, 
Michigan 

Reformed Theological Seminary, Jackson, 
Mississippi 


Rensselaer Polytechnic Institute, Troy, New York 

Rice University, Houston, Texas 

Ricker College, Houlton, Maine 

Ripon College, Ripon, Wisconsin 

Roberts Wesleyan College, North Chili, New 
York 

Rochester Institute of Technology, Rochester, 


Sch. VIII 


New York 

Rockefeller University, New York, New York 

Rosemead Graduate School of Psychology, 
Rosemead, California 

Rush University, Chicago, Illinois 

Rutgers — The State AS VORSIUY New. Bruns- 
wick, New Jersey 

St. John’s College, Annapolis, Maryland 

St. John’s College, Santa Fe, New, Mexico 

St. John’s University, Jamaica, New York 

St. Lawrence University, Canton, New York 

Saint Louis University, St. Louis, Missouri 

Saint Mary-of-the-Woods_ College, Saint. Mary- 
of-the-Woods, Indiana 

Saint Mary’s College, Notre Dame, Indiana 

St. Mary’s University of San Antonio,: San 
Antonio, Texas 

Saint Olaf College, Northfield, Minnesota 

St. Vladimir’s Orthodox Theological Seminary, 
Crestwood, New York 

San Francisco. State College, San. Francisco, 
California 

San Jose State College, San Jose, California 

Sarah Lawrence College, Bronxville, New York 

Scripps College, Claremont, California 

Scripps Research Institute, The, La. Jolla, 
California 

Seattle Pacific University, Seattle, Washington 

Seattle University, Seattle, Washington 

Sherman College of Straight Chiropractic, Spar- 
tanburg, South Carolina 

Simmons College, Boston, Massachusetts 

Simpson College, Indianola, lowa 

Simpson College, Redding, California 

Skidmore College, Saratoga Springs, New, York 

Smith College, The, Northampton, Massachusetts 

South Dakota School of Mines) and Technology, 
Rapid City, South Dakota 

Southern College of Seventh-Day Adventists, 
Collegedale, Tennessee 

Southern [llinois University of Carbondale, Car- 
bondale, [linois. 

Southern Methodist University, Dallas, Texas 

Southwestern Adventist College, Keene, Texas 

Spring Arbor College, Spring Arbor, Michigan 

Springfield College, Springfield, Massachusetts 

State University. College at Oswego, Oswego, 
New York 

State University College at Potsdam, Potsdam, 
New York 

State University of New York at Binghamton, 
Binghamton, New York 

State University of New York at Buffalo, Buf- 
falo, New York 

State University of New York College of Arts 
and Science at Plattsburgh, Plattsburgh, New 
York 

Stephens College, Columbia, Missouri 

Stevens Institute of Technology, Hoboken, New 
Jersey 
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Sunbridge College, Chestnut Ridge, New York 

Swarthmore College, Swarthmore, Pennsylvania 

Syracuse University, Syracuse, New York 

Tabor College, Hillsboro, Kansas 

Talmudical Yeshiva of Philadelphia, Philadel- 
phia, Pennsylvania 

Taylor University, Upland, Indiana 

Teachers College, Columbia University, New 
York, New York 

Telshe Yeshiva Rabbinical College of Telshe, 
Inc., Wickliffe, Ohio 

Telshe Yeshiva-Chicago, Rabbinical College of 
Telshe-Chicago, Inc., Chicago, [linois 

Temple Buell College, Denver, Colorado 

Temple University, Philadelphia, Pennsylvania 

Texas Chiropractic College, Pasadena, Texas 

Thomas Aquinas College, Santa Paula, California 

Touro College, New York, New York 

Trinity Bible College, Ellendale, North Dakota 

Trinity Christian College, Palos Heights, Hlinois 

Trinity College, Dunedin, Florida 

Trinity College, Hartford, Connecticut 

Trinity Episcopal School for Ministry, Ambridge, 
Pennsylvania 

Trinity Evangelical Divinity School, Deerfield, 
Illinois 

Trinity University, San Antonio, Texas 

Tufts University, Medford, Massachusetts 

Tulane University, New Orleans, Louisiana 

Union College, Schenectady, New York 

Union Institute, The, Cincinnati, Ohio 

Union Theological Seminary, New York, New 
York 

University of Alabama at Birmingham, The, Bir- 
mingham, Alabama 

University of Arizona, The, Tucson, Arizona 

University of Arkansas at Little Rock, Little 
Rock, Arkansas 

University of California, Berkeley, California 

University of California; San Francisco, 
California 

University of Central Florida, Orlando, Florida 

University of Chicago The, Chicago, Illinois 

University of Cincinnati, Cincinnati, Ohio 

University of Colorado, Boulder, Colorado 


- University of Delaware, Newark, Delaware 


University of Denver, Denver, Colorado 
University of Detroit, Detroit, Michigan 


. University of Dubuque, Dubuque, Iowa 


University of Florida, Gainesville, Florida 
University of Georgia, The, Athens, Georgia 
University of Hawaii, Honolulu, Hawaii 
University of Health Sciences/The Chicago Med- 
ical School, Chicago, Illinois 
University of Houston, Houston, Texas 
University of Idaho, Moscow, Idaho 
University of Illinois, Urbana, Illinois 
University of lowa, lowa City, lowa 
University of Judaism, Los Angeles, California 
University of Kansas, Lawrence, Kansas 


Sch. VI[[—— Universities outside Canada 


University of Kentucky; Lexington, Kentucky — 

University of Maine, Orono, Maine 

University of Maryland, College Park, Maryland 

University of Massachusetts at Amherst, Am- 
herst, Massachusetts 

University of Miami, Coral Gables, Florida 

University of Michigan, The, Ann Arbor, 
Michigan 


University of Minnesota, Minneapolis, Minnesota | 


University of Missouri, Columbia, Missouri 

University of Montana, Missoula, Montana 

University of Nebraska, The, Lincoln, Nebraska 

University of Nevada-Reno, Reno, Nevada. 

University of North Carolina at Chapel Hill, 
Chapel Hill, North Carolina 

University of North Dakota, Grand Forks, North 
Dakota 

University of Notre Dame du Lac, Notre Dame, 
Indiana 

University of Oklahoma, Norman, Oklahoma 

University of, Oregon, Eugene, Oregon 


University of Renasyl nama, Philadelphia, 
Pennsylvania | 

University => of Pittsburgh, Pittsburgh, 
Pennsylvania 


University of Portland, Portland, Oregon 

University of Rhode Island, Kingston, Rhode 
Island 

University of Rochester: Rochester, New York 

University of San Diego, San Diego, California 

University of Santa Clara, Santa Clara, California 

University of Southern California, Los Angeles, 
California - 

University of Texas, Austin, Texas 

University of the Ozarks, Clarksville, Arkansas 

University of the Pacific, Steckton, California 

University of the South, The, Sewanee, 
Tennessee 

University of Tulsa, Tulsa, “Oklahonia 

University of Utah, Salt Lake City, Utah 

University of Vermont and State Agricultural 
College, Burlington, Vermont _ 

University of Virginia, Charlottesville, Virginia 

University of Washington, Seattle, Washington 

University of Wisconsin, Madison, Wisconsin 

Utah State University of Agriculture and Applied 
Science, Logan, Utah 

Valparaiso University, Valparaiso, Indiana 

Vanderbilt University, Nashville, Tennessee 

Vassar College, Poughkeepsie, New York 

Villanova University, Villanova, Pennsylvania 

Wagner College, Staten Island, New York 

Wake Forest University, Winston-Salem, North 
Carolina 

Walla Walla College, College Place, Washington 

Washington and Lee University, Lexington, 
Virginia 

Washington Bible College, Lanham, Maryland 

Washington... State. University, |. Pullman, 
Washington 
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Washington University, St. Louis; Missouri 
Wayne State University, Detroit, Michigan 
Wellesley College, Wellesley, Massachusetts 
Wesleyan University, Middleton, Connecticut 
Western Baptist College, Salem, Oregon, 


.,Western Conservative Baptist Seminary, Port- 


land, Oregon 

Western Evangelical Seminary, Portland, Oregon 

Western. Michigan, University,,, Kalamazoo 
Michigan 

Western. States Chiropractic (Colleges Portland, 
Oregon 

Western Wa stint etow University, Bellingham, 
Washington 

Westminster Choir College, Princeton, New 
Jersey 

Westminster Theological Seminary, Raladelphia, 
Pennsylvania 

Westminster Theological Seminary in California, 
-Escondido, California 

Wheaton College, Norton, Massachusetts 

Wheaton College, Wheaton, L[linois 

Whitman College, Walla Walla, Washington 

Whittier College, Whittier, California 

Whitworth College, Spokane, Washington 

William: Tyndale College, gsi eistie Hs, 
Michigan 

Williams College, Williamstown, Massachusetts 

Wittenberg University, Springfield, Ohio 

Yale University, New Haven, Connecticut 

Yeshiva Ohr Elchonon Chabad/West Coast..Tal- 
mudic Seminary, Los Angeles, California 

Yeshiva University, New. York, New York 

Yeshiva University of Los Angeles, Los Angeles, 
California 


History: S. 1 amended by P.C: 1996-632,subsecs. 1(1), (2),! April 
30, 1996, Canada Gazette, Part II, age 15, 1996, to add:the follow- 
ing (applicable after 1994): 


Alfred University, Alfred, New York 

Colby-Sawyeér College; New London, New Hampshire 

College of New Rochelle, New Rochelle; New York 

Florida State University, Tallahassee; Florida 

Holy Trinity’ Orthodox Seminary, The,’ Jordanville, New York 

Lawrence Technological University, Southfield, Michigan 

Maharishi University of Management, Fairfield, lowa 

Medical College of Pennsylvania and Hehnemann Uniyersity, 
The Philadelphia, Pennsylvania 

Mercyhurst College, Erie, Pennsylvania 

Rush University, Chicago, Illinois 

Simpson College, Redding, California 

Southern College of Seventh- Day Adventists, Colleged: ale, 
Tennessee 

Westminster Theological Seminary ‘in California, Escondido, 
California 


and delete the following (applicable after. 1994): 


Maharishi International University, Fairfield, lowa 
Medical College of Pennsylvania, Philadelphia, Pennsylvania 


S. 1 amended by) P.C. 1995-581,'s: 1, April'4, 1995, Canada Ga- 
zette, Part IApril19, 1995, to add the following (applicable after 
1993); 


Ambassador University, Big Sandy, Texas 
Columbia Union College; Takoma Park, Maryland 
Detroit:College of Law, Detroit, Michigan 


Sch. VIII 


Divinity School, The, Rochester, New York 

Emmanuel School of Religion, Johnson City, Tennessee 
Meadville-Lombard Theological School, Chicago, Illinois 
Oakwood College, Huntsville, Alabama 

Scripps Research Institute, The, La Jolla, California 
University of the South, The, Sewanee, Tennessee 


S. | amended by P.C. 1994-866, subsec. 1(1), May 26, 1994, Can- 
ada Gazette, Part II, June 15, 1994, to add the following (applicable 
after 1992): 


Associated Mennonite Biblical Seminary, Elkhart, Indiana 
Bluffton College, Bluffton, Ohio 

Clark University, Worcester, Massachusetts 

Ecumenical Theological Center, Detroit, Michigan 
Nebraska Wesleyan University, Lincoln, Nebraska 
Northwestern College, Orange City, Iowa 

Sunbridge College, Chestnut Ridge, New York 

Union Institute, The, Cincinnati, Ohio 

University of Georgia, The, Athens, Georgia 

University of Judaism, Los Angeles, California 

Wake Forest University, Winston-Salem, North Carolina 
Wheaton College, Norton, Massachusetts 


S. 1 amended by the said P.C. 1994-866, subsec. 1(2), by repealing 
the following (applicable after 1992): 


Goshen Biblical Seminary, Elkhart, Indiana 

Mennonite Biblical Seminary, Elkhart, Indiana 

Union for Experimenting Colleges and Universities, The, Cin- 
cinnati, Ohio 


S. 1 amended by P.C. 1993-901, May 4, 1993, Canada Gazette, Part 
II, May 19, 1993, to add the following (applicable after 1991): 


American Film Institute Center for Advanced Film and Televi- 
sion Studies, Los Angeles, California 

Calvin Theological Seminary, Grand Rapids, Michigan 

St. John’s University, Jamaica, New York 

Saint Olaf College, Northfield, Minnesota 


S. 1 amended by P.C. 1992-1108, s. 1, May 21, 1992, Canada Ga- 
zette, Part II, June 3, 1992 to add the following (applicable after 
1990): 


Baldwin-Wallace College, Berea, Ohio 

Bastyr College, Seattle, Washington 

Earlham College, Richmond, Indiana 

Lutheran Bible Institute of Seattle, Issaquah, Washington 
North Central College, Naperville, Illinois 

Rabbinical College of Long Island, Long Beach, New York 
Scripps College, Claremont, California 

Trinity Bible College, Ellendale, North Dakota 

University of California, San Francisco, California 


S. 1 amended by P.C. 1991-467, s. 1, March 14, 1991, Canada Ga- 
zette, Part Il, March 27, 1991 (applicable after 1989) to add the 
following: 


Anderson College, Anderson, South Carolina 

De Pauw University, Greencastle, Indiana 

Ferris State University, Big Rapids, Michigan 

Hampshire College, Amherst, Massachusetts 

Mayo Foundation, Rochester, Minnesota 

Pennsylvania College of Podiatric Medicine, Philadelphia, 
Pennsylvania 

Reconstructionist Rabbinical College, Wyncote, Pennsylvania 

Skidmore College, Saratoga Springs, New York 

Talmudical Yeshiva of Philadelphia, 
Pennsylvania 

Villanova University, Villanova, Pennsylvania 

Yeshiva Ohr Elchonon Chabad/West Coast Talmudic Semi- 
nary, Los Angeles, California 


S. 1 amended by P.C. 1990-1332, s. 2, June 28, 1990, Canada Ga- 


zette, Part Il, July 18, 1990 (applicable after 1988), to substitute 
“Franciscan University of Steubenville” for “University of Steuben- 


Philadelphia, 
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ville” and “Lake Superior State University” for “Lake Superior 
State College” and to add the following: 


Claremont McKenna College, Claremont, California 

Columbia Bible College & Seminary, Columbia, South 
Carolina 

Curtis Institute of Music, The, Philadelphia, Pennsylvania 

Emory University, Atlanta, Georgia 

Franciscan University of Steubenville, Steubenville, Ohio 

Mankato State University, Mankato, Minnesota 

Minot State University, Minot, North Dakota 

New England College, Henniker, New Hampshire 

Northwestern College, St. Paul, Minnesota 

Palmer College of Chiropractic-West, Sunnyvale, California 

Rice University; Houston, Texas 

Southwestern Adventist College, Keene, Texas 

University of Alabama at Birmingham, The, Birmingham, 
Alabama 

University of Montana, Missoula, Montana 

University of San Diego, San Diego, California 

University of the Ozarks, Clarksville, Arkansas 


S. 1 aménded by P.C. 1989-723, s. 1, April 28, 1989, Canada Ga- 
zette, Part Il, May 10, 1989, to add the following applicable after 
1987: 


Augsburg College, Minneapolis, Minnesota 

Elmira College, Elmira, New York 

God’s Bible School and College, Cincinnati, Ohio 

Life Chiropractic College, Marietta, Georgia 

Life Chiropractic College—West, San Lorenzo, California 

Montana College of Mineral Science and Technology, Butte, 
Montana 

Nazarene Bible College, Colorado Springs, Colorado 

Providence College, Providence, Rhode Island 

Thomas Aquinas College, Santa Paula, California 

University of Arkansas at Little Rock, Little Rock, Arkansas 

University of Nevada—Reno, Reno, Nevada 

Western Baptist College, Salem, Oregon 


S. 1 amended by P.C. 1988-561, s. 1, March 24, 1988, Canada Ga- 
zette, Part II, April 13, 1988, to add the following, applicable after 
1986: 


Carroll College, Waukesha, Wisconsin 

Dana College, Blair, Nebraska 

Emerson College, Boston, Massachusetts 

Hood College, Frederick, Maryland 

Nazarene Theological Seminary, Kansas City, Missouri 

Pacific Union College, Angwin, California [already listed] 

Princeton Theological Seminary, Princeton, New Jersey 

Reformed Theological Seminary, Jackson, Mississippi 

State University College at Potsdam, Potsdam, New York 

Taylor University, Upland, Indiana [already listed] 

University of Massachusetts at Ambherst, 
Massachusetts 


S. 1 amended by P.C. 1987-1479, s. 1, July 30, 1987, Canada Ga- 
zette, Part II, August 19, 1987, effective after 1985, to delete “De- 
troit Bible College, Farmington Hills, Michigan’, to substitute “Bi- 
ola University” for “Biola College”, “San Rafael” for “Petaluma” in 
“Columbia Pacific University” [which had not previously been 
listed], to add “(Stanford University)” to “Leland Stanford Junior 
University”, and to add the following: 


Amherst 


American International College, Springfield, Massachusetts 

Atlantic Union College, South Lancaster, Massachusetts 

Canisius College, Buffalo, New York 

Central Yeshiva Tomchei Tmimim-Lubavitch, Brooklyn, New 
York 

Concordia College, Moorhead, Minnesota 

Emmaus Bible College, Dubuque, lowa 

Hobe Sound Bible College, Hobe Sound, Florida 

Moravian College, Bethlehem, Pennsylvania 

Pacific Graduate School of Psychology, Menlo Park, California 
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Philadelphia College of Bible, Langhorne, Pennsylvania 

Rabbinical College of America, Morristown, New Jersey 

Saint Mary-of-the-Woods College, Saint Mary-of-the- Woods, 
Indiana 

Trinity Episcopal School for Ministry, Ambridge, Pennsylvania 

University of Rhode Island, Kingston,Rhode Island 

Western States Chiropractic College, Portland, ee 

Whittier College, Whittier, California 

William Tyndale College, Farmington Hills, Michigan 


S. 1 amended by P.C. 1986-746, s. 1, March 26, 1986, Canada Ga- 
zette, Part Il, April 16, 1986; effective January 1, 1985, to substitute 
“Seattle Pacific University, Seattle, Washington” for “Seattle Pa- 
cific College, Seattle, Washington”, and to add the following: 


De Paul University, Chicago, Illinois 

GMI Engineering & Management Institute, Flint, Michigan 

Grace College of the Bible, Omaha, Nebraska 

Hollins College, Hollins College, Virginia 

Mount Ida College, Newton Centre, Massachusetts 

Sherman College of Straight Chiropractic, Spartanburg, South 
Carolina 


Union for Experimenting Colleges and Universities, The, Cin- 


cinnati, Ohio 
Washington and Lee University, Lexington, Virginia 


S. 1 amended by P.C. 1985-1150, s. 1, April 4, 1985, Canada Ga- 
zette, Part II, April 17, 1985 to add “American Graduate School of 
International Management, Glendale, Arizona”, effective commenc- 
ing January 1, 1983; to substitute “Clarkson University” for Clark- 
son College of Technology, and “Puget Sound Christian College ... 
A college of the Bible” for “Puget Sound College of the Bible’, 
effective January 1, 1984; and to add the following effective Janu- 
ary 1, 1984: 


American University in Cairo, The, New York, New. York 

Barnard College, New York, New York 

Lafayette College, Easton, Pennsylvania 

State University of New York at Binghamton,’ Binghamton, 
New York 

University of Health Sciences/The Chicago Medical School, 
Chicago, Illinois 

University of Missouri, Columbia, Missouri 


S. 1 amended by P.C. 1984-774, s. 1, March 8, 1984, Canada Ga- 
zette, Part Il, March 21, 1984 to add the following effective com- 
mencing January 1, 1983: 


American College, The, Bryn Mawr, Pennsylvania 

Antioch University, New York, New York 

Case Western Reserve University, Cleveland, Ohio 

Central Michigan University, Mount Pleasant, Michigan 

College of Wooster, The, Wooster, Ohio 

Hebrew Union Colleg 
geles, California 

Kansas State University, Manhattan, Kansas 

Maharishi International University. Fairfield, Iowa 

Mirrer Yeshiva Central Institute, Brooklyn, New. York 

Mount Vernon College, Washington, District of Columbia 

Ohio College of Podiatric Medicine, Cleveland, Ohio 

Pacific University, Forest Grove, Oregon 

Palm Beach Atlantic College, West Palm Beach, Florida 

Puget Sound College of the Bible, Edmonds, Washington 

Radcliffe College, Cambridge, Massachusetts 

Ripon College, Ripon, Wisconsin 

St. Vladimir’s Orthodox Theological Seminary, Crestwood, 

_ New York 

Southern Illinois University of Carbondale, Carbondale, Illinois 

Trinity University, San Antonio, Texas 

University of Central Florida, Orlando, Florida 

University of Steubenville; Steubenville, Ohio 

Westminster Choir College, Princeton, New Jersey 


S. 1 amended by P.C. 1983-1194, s. 1, April 21, 1983, Canada Ga- 
zette, Part II, May 11, 1983, to add the following effective from 
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January 1, 1982:.. 


Adams State College, Alamosa, Colorado 

Beloit College, Beloit, Wisconsin 

Bowling Green State University, Bowling Green, Ohio 
College of William and Mary, Williamsburg, Virginia 
Fresno Pacific College, Fresno, California 

Medical College of Pennsylvania, Philadelphia, Pennsylvania 
Pine Manor College, Chestnut Hill, Massachusetts 
Rockefeller University, New York, New York 

Trinity Evangelical Divinity School, Deerfield, Minois 
Walla Walla College, College Place; Washington 
Western Conservative Baptist Seminary, Portland, Oregon 


S. 1 amended by P.C. 1982-1094, April 8, 1982, Canada Gazette, 
Part II, April 28, 1982, to add to the following, effective January 1, 
1981: 


Abilene Christian University, Abilene, Texas 

Andover Newton eRe School, Newton Centre, 
. Massachusetts 

Asbury Theological Seminary, ‘Sines Kentucky 

Bates College, Lewiston, Maine 

Bethel College, North Newton, Kansas 

Illinois Institute. of Technology, Chicago, Illinois 

LeTourneau College, Longview, Texas 

Liberty Baptist College, Lynchburg, Virginia 

Messiah College, Grantham, Pennsylvania 

Oberlin College, Oberlin, Ohio 

Pomona College, Claremont, California 

Reformed Bible College, Grand Rapids, Michigan 

St. Mary’s University of San Antonio, San Antonio, Texas 

Texas Chiropractic College, Pasadena, Texas 


S. 1 amended by P.C. 1981-673, March 12, 1981, Canada Gazette, 
Part II, March 25, 1981, to add the following, effective January 1, 
1980: 


* Azusa Pacific College, Azusa, California 


Boston College, Chestnut Hill, Massachusetts 

Le Moyne College, Syracuse, New York 

Northwest College, Kirkland, Washington 

Northwood Institute, Midland, Michigan 

Rabbinical Seminary of America, Forest Hills, New York 

South Dakota School of Mines and Technology, Rapid City, 
South Dakota 

Whitman College, Walla. Walla, Washington 

Yeshiva University of Los Angeles, Los Angeles, California 


S..1 amended by P.C. 1980-1138, s. 1, May 1; 1980, Canada Ga- 
zette, Part I, May. 14, 1980, to add the following, effective on and 
after January 1, 1979: 


Cedarville College, (odatyilles Ohio 

Detroit Bible College, Farmington Hills, Michigan 
Goddard College, Plainfield, Vermont 

Louisiana State University, Baton Rouge, Louisiana 
Multnomah School of. the Bible, Portland, Oregon 
North American) Baptist Seminary, Sioux Falls, South Dakota 
Ottawa University, Ottawa, Kansas 

Pace University, New York, New. York 

Park College, Kansas City, Missouri 

St. John’s College, Annapolis, Maryland 

St. John’s College, Santa Fe, New Mexico 
Stephens College, Columbia, ‘Missouri 

Taylor University, Upland, Indiana 

Touro College, New York, New York 

Trinity. College, Dunedin, Florida 

Washington Bible College, Lanham, Maryland 
Western Evangelical Seminary, Portland, Oregon 


S. 1 amended by P.C. 1979-1181, April 4, 1979, Canada Gazette, 
Part II, April 25, 1979, to add the following, effective on and after 
January 1, 1978: 


Brigham Young University — Hawaii Suinkd: Laie, Hawaii 
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Eastern Washington University, Cheney, Washington 
Fuller Theological Seminary, Pasadena, California 
Grinnell College, Grinnell, lowa 

Macalester College, St. Paul, Minnesota 

National College of Chiropractic, The, Lombard, Illinois 
Old Dominion University, Norfolk, Virginia 

Saint Mary’s College, Notre Dame, Indiana 

Sarah Lawrence College, Bronxville, New York 

Union College, Schenectady, New York 

University of Santa Clara, Santa Clara, California 


S. 1 amended by P.C. 1978-781, March 16, 1978, Canada Gazette, 
Part II, April 12, 1968, to add the following, effective on and after 
January 1, 1977: 

Bennington College, Bennington, Vermont 

Creighton University, Omaha, Nebraska 

Florida Atlantic University, Boca Raton, Florida 

Mesivta Yeshiva Rabbi Chaim Berlin, Brooklyn, New York 

Ohio University, Athens, Ohio 

Swarthmore College, Swarthmore, Pennsylvania 

University of Houston, Houston, Texas 

Valparaiso University, Valparaiso, Indiana 

Western Washington University, Bellingham, Washington 


2. The universities situated in the United Kingdom 
of Great Britain and Northern Ireland that are pre- 
scribed by section 3503 are the following: 


Aston University, Birmingham, England 
Cranfield Institute of Technology, Cranfield, 
Bedford, England 
Gateshead Talmudical College, 
England 
Queen’s University of Belfast, The, Belfast, 
Northern Ireland 
University of Aberdeen, Aberdeen, Scotland 
University of Bath, The, Bath, England 
University of Birmingham, Birmingham, England 
University of Bradford, Bradford, England . 
University of Bristol, Bristol, England 
University of Cambridge, Cambridge, England 
University of Dundee, The, Dundee, Scotland 
University of Durham, Durham, England 
University of Edinburgh, Edinburgh, Scotland 
University of Exeter, Exeter, England 
University of Glasgow, Glasgow, Scotland 
University of Hull, The, Hull, England 
University of Lancaster, Lancaster, England 
University of Leeds, Leeds, England 
University of Liverpool, Liverpool, England 
University of London, London, England 
University of Nottingham, The, Nottingham, 
England 
University of Oxford, Oxford, England 
University of Reading, Reading, England 
University of St. Andrews, St. Andrews, Scotland 
University of Sheffield, Sheffield, England 
University of Southampton, Southampton, 
England 
University of Strathclyde, Glasgow, Scotland 
University of Sussex, Brighton, England 
University of Wales, Cardiff, Wales 
Victoria University of Manchester, Manchester, 


Gateshead, 
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England 


History: S. 2 amended by P.C. 1996-632, s. 2, April 30, 1996, 
Canada Gazette, Part II, June 15, 1994, to add “Aston University, 
Birmingham, England” and “University of Sussex, Brighton, En- 
gland”, applicable after 1994. 

S. 2 amended by P.C. 1994-866, s. 2, May 26, 1994, Canada Ga- 
zette, Part I, June 15, 1994, to add “University of Hull, The, Hull, 
England”, applicable after 1992. 


S. 2 amended by P.C. 1992-1108, s. 2, May 21, 1992, Canada Ga- 
zette, Part II, June 3, 1992, to add “Gateshead Talmudical College, 
Gateshead, England”, applicable after 1990. 


S. 2 amended by P.C. 1991-467, s. 2, March 14, 1991, Canada Ga- 
zette, Part II, March 27, 1991 (applicable after 1989) to add the 
following: 


University of Bath, The, Bath, England 
University of Dundee, The, Dundee, Scotland 
University of Nottingham, The, Nottingham, England 


S. 2 amended by P.C. 1990-1332, s. 3, June 28, 1990, Canada Ga- 
zette, Part II, July 18, 1990, to add “University of Exeter, Exeter, 
England” and “University of Lancaster, Lancaster, England”, appli- 
cable after 1988. 


S. 2 amended by P.C. 1989-723, s. 2, April 28, 1989, Ponada Ga- 
zette, Part Il, May 10, 1989, to add “University of Southampton, 
Southampton, England”, applicable after 1987. 


S. 2 amended by P.C. 1984-774, s. 2, March 8, 1984, Canada Ga- 
zette, Part Il, March 21, 1984 to add “University of Durham, Dur- 
ham, England”, applicable after 1982. 


3. The universities situated in France that are pre- 
scribed by section 3503 are the following: 


American University in Paris, Paris 
Catholic Faculties of Lille, Lille 
Catholic Faculties of Lyon, Lyon 
Catholic Institute of Paris, Paris 
Ecole Nationale des Ponts et Chaussées, Paris 
European Institute of Business Administration 
(INSEAD), Fontainebleau 
Hautes Etudes Commerciales, Paris 
Paris Graduate School of Management, Paris 
University of Aix-Marseilles, Aix-en-Provence 
University of Paris, Paris 
History: S. 3 amended by P.C. 1994-866, s. 3, May 26, 1994, Can- 


ada Gazette, Part II, June 15, 1994, to add the following (applicable 
after 1992): 


Hautes Etudes Commerciales, Paris 

Paris Graduate School of Management, Paris 
S. 3 amended by P.C. 1991-467, s. 3, March 14, 1991, Canada Ga- 
zette, Part Il, March 27, 1991 (applicable after 1989) to add the fol- 
lowing: 

Ecole Nationale des Ponts et Chaussées, Paris 

European Institute of Business Administration (INSEAD), 

Fontainebleau 

S. 3 amended by P.C. 1990-1332, s. 4, June 28, 1990, Canada Ga- 
zette, Part II, July 18, 1990, to substitute “American University” for 
“American College”, applicable after 1988. 
S. 3 amended by P.C. 1988-561, s. 2, March 24, 1988, Canada Ga- 
zette, Part II, April 13, 1988, to-add “American College in Paris, 
Paris”, applicable after 1986. 


4. The universities situated in Austria that are pre- 
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scribed by section 3503 are the following: 
University of Vienna, Vienna 


Sie The universities situated in Belgium that are pre- 
scribed by section 3503 are the following: 


Catholic University of Louvain, Louvain 
Free University of Brussels, Brussels 


6. The universities situated in Switzerland that are 
prescribed by section 3503 are the following: 


Franklin College of Switzerland, Sorengo 
(Lugano) 
University of Fribourg, Fribourg 
University of Geneva, Geneva 
University of Lausanne, Lausanne 
History: S. 6 amended by P.C. 1992-1108, s. 3, May 21, 1992, 


Canada Gazette, Part If, June 3, 1992, to add “Franklin College of 
Switzerland, Sorengo (Lugano)”, applicable after 1990, 


7. The universities situated in Vatican City that are 
prescribed by section 3503 are the following: 


Pontifical Gregorian University 


8. The universities situated in Israel that are pre- 
scribed by section 3503 are the following: 


Bar-Ilan University, Ramat-Gan 

Ben Gurion University of the Negev, Beersheba 

Bezalel-Academy of Arts and Design, Jerusalem 

Ecole biblique et archéologique francaise, 
Jerusalem 

Hebrew University of Jerusalem, The, Jerusalem 

Jerusalem College for Women, Bayit-Vegan, 
Jerusalem 

Jerusalem College of Technology, Jerusalem 

Technion-Israel Institute of Technology, Haifa 

Tel-Aviv University, Tel-Aviv 

University of Haifa, Haifa 

Weizmann Institute of Science, Rehovot 

Yeshivat Aish Hatorah, Jerusalem 

History: S. 8 amended by P.C. 1996-632, s. 3, April 30, 1996, 


Canada Gazette, Part Il, May 15, 1996, to add “Ecole biblique et 
archéologique frangaise, Jerusalem”, applicable after 1994, 
S. 8 amended by P.C. 1994-866, s. 4, May 26, 1994, Canada Ga- 
zette, Part If, June 15, 1994, to add “Yeshivat Aish Hatorah, Jerusa- 
lem”, applicable after 1992. 
S. 8 amended by P.C. 1988-561, s. 3, March 24, 1988, Canada Ga- 
zette, Part II, April 13, 1988, to add “Bezalel-Academy of Arts and 
Design, Jerusalem”, applicable after 1986. 
S. 8 amended by P.C. 1986-746, s. 2, March 26, 1986, Canada Ga- 
zette, Part II, April 16, 1986, effective January 1, 1985, to add “Je- 
rusalem College of Technology, Jerusalem”. 
S. 8 amended by P.C. 1983-1194, s. 2, April 21, 1983, Canada Ga- 
zette, Part Il, May 11, 1983 to add the following effective from Jan- 
uary 1, 1982: 

University of Haifa, Haifa 

Weizmann Institute of Science, Rehovot 
S. 8 amended by P.C. 1980-1138, s. 2, May 1, 1980, Canada Ga- 
zette, Part Il, May 14, 1980, as corrected by Canada Gazette, Part 
II, June 11, 1980, errata, to add the following, effective on and after 
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January 1, 1979: 


Ben Gurion University of the Negev, Beersheba 
Jerusalem College for Women, Bayit-Vegan, Jerusalem 


9. The universities situated in Lebanon that are pre- 
scribed by section 3503 are the following: 


American University of Beirut, The, Beirut 
St. Joseph University, Beirut 
History: S. 9 amended by P.C. 1980-1138, s. 3, May 1, 1980, Can- 


ada Gazette, Part Il, May 14, 1980, effective on and after January 1, 
1979, to add: St. Joseph University, Beirut. 


10. The universities situated in Ireland that are pre- 
scribed by section 3503 are the following: 


National University of Ireland, Dublin 

Royal College of Surgeons in Ireland, Dublin 

University of Dublin, Dublin ) 
History: S. 10 amended by P.C. 1985-1150, s. 2, April 4, 1985, 


Canada Gazette, Part II, April 17, 1985, applicable commencing 
January 1, 1984, to add: National University of Ireland, Dublin. 


S. 10 amended by P.C. 1980-1138, 's. 4, May 1, 1980, Canada Ga- 
zette, Part Il, May 14, 1980, effective on and after January 1, 1979, 
to add: University of Dublin, Dublin. 


11. The universities situated in the Federal Republic 
of Germany that are prescribed by section 3503 are 
the following: 


Ruprecht-Karls-Universitat 
Heidenberg 
Ukrainian Free University, Munich 
History: S. 11 amended by P.C. 1996-632, s. 4, April 30, 1996, 


Canada Gazette, Part II, May 15, 1996, to add “Ruprecht-Karls- 
Universitat Heidenberg, Heidenberg”, effective after 1994. 


Heidenberg, 


12. The universities situated in Poland that are pre- 
scribed by section 3503 are the following: 


Catholic University of Lublin, Lublin 


History: S. 12 amended by P.C. 1986-746, s. 3, March 26, 1986, 
Canada Gazette, Part I, April 16, 1986, to substitute “Catholic Uni- 
versity of Lublin, Lublin” for “Catholic University of Lubin, Lu- 
bin”, effective January 1, 1982. 


S. 12 added by P.C. 1983-1194, s. 3, April 21, 1983, Canada Ga- 
zette, Part Il, May 11, 1983, effective from January 1, 1982. 


13. The universities situated in Spain that are pre- 
scribed by section 3503 are the following: 
University of Navarra, Pamplona 


History: S. 13 added by P.C. 1987-1479, s. 2, July 30, 1987, Can- 
ada Gazette, Part II, August 19, 1987, effective after 1985. 


14. The universities situated in the People’s Republic 
of China that are prescribed by section 3503 are the 
following: 


Nanjing Institute of Technology, Nanjing 


History: S. 14 added by P.C. 1989-723, s. 3, April 28, 1989, Can- 
ada Gazette, Part II, May 10, 1989, applicable after 1987. 


15. The universities situated in Jamaica that are pre- 
scribed for the purposes of section 3503 are the fol- 
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lowing: 
University of the West Indies, Mona Campus, 
Kingston 
History: S. 15 added by P.C. 1989-723, s. 3, April 28, 1989, Can- 
ada Gazette, Part If, May 10, 1989, applicable after 1987. 


16. The university situated in the Czech and Slovak 
Federal Republic that is prescribed by section 3503 
is the following: 


Universita Karlova, Prague 


History: S. 16 added by P.C. 1992-1108, s. 4, May 21, 1992, Can- 
ada Gazette, Part Il, June 3, 1992, applicable after 1990. 


17. The universities situated in Australia that are pre- 
scribed by section 3503 are the following: 


Flinders University of South Australia, The, 
Adelaide 

University of New South Wales, The, Sydney 

University of Sydney, The, Sydney 

University of Tasmania, Hobart 
History: S. 17 amended by P.C. 1999-632, s. 5, April 30, 1996, 
Canada Gazette, Part Il, May 15, 1996, to add “Flinders University 
of South Australia, The, Adelaide” and “University of New South 
Wales, The, Sydney” applicable after 1994. 
S. 17 amended by P.C. 1994-866, s..5, May 26, 1994, Canada Ga- 
zette, Part I, June 15, 1994, to add “University of Tasmania, Ho- 
bart”, applicable after 1992. 
S. 17 added by P.C. 1993-901, May 4, 1993, Canada Gazette, Part 
Il, May 19, 1993, applicable after 1991. 


18. The university situated in the Republic of Croatia 
that is prescribed by section 3503 is the following: 
University of Zagreb, Zagreb 


History; S. 18 added by P.C. 1994-866, May 26, 1994, Canada 
Gazette, Part II, June 15, 1994, applicable after 1992. 
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19. The university situated in South Africa that is 
prescribed by section 3503 is the following: 
University of the Witwatersrand, 
- Johannesburg 
History: S. 19 added by P.C. 1995-581. April 4, 1995, Canada Ga- 
zette, Part Il, April 19, 1995, applicable: after 1993. 
Interpretation Bulletins: See at beginning of Schedule. 


The, 


20. The university situated in the Netherlands that is 
prescribed by section 3503 is the following: 
Nijenrode University, Breukelon 


History: S. 20 added by P.C. 1996-632, s. 6, April 30, 1996, Can- 
ada Gazette, Part Il, May 15,1996, applicable after 1994. 


21. The university, situated in Hong Kong that is pre- 


scribed by section 3503 is the following: 


Hong Kong University of Science and Technol- 
ogy, The, Kowloon 
History: S. 21 added by P.C. 1996-632, s. 6, April 30, 1996, Can- 
ada Gazette, Part Il, May 15, 1996, applicable after 1994. 


Schedule IX, X 


; [Revoked] 
History: Schedules TIX, X revoked by P.C. 1993-1688, s. 4, August 
26, 1993, Canada Gazette, Part H, September 8, 1993, applicable to 
1993 et seq. 
Schedules EX, X added by P.C. 1988-1105, s. 4, June 6, 1988, Can- 
ada Gazette, Part I, June 22, 1988, applicable to, 1987, et seq. 


SELECTED REMISSION ORDERS 


Remission orders are issued under the authority of the Financial Administration Act. They are a mechanism 
by which the federal Cabinet can “remit” tax or other amounts such as interest and penalties — in other 
words, pay such amount back to a taxpayer or waive the taxpayer’s obligation to pay. Like regulations, they 
are passed as “orders in council” by the Cabinet. See H. Arnold Sherman and Jeffrey D. Sherman, “Income 
Tax Remission Orders: The Tax Planner’s Last Resort or the Ultimate Weapon?”, 34(4) Canadian Tax Jour- 
nal 801-827 (July-August 1986). 


Child Care Expense and Moving Expense Remission Order .............0 000 cceeeceueee. 2593 
Churchill Falls (Labrador) Corporation Remission Order. ..........0 0.0.0 ee ceccuceueeues yes a) 
Farmer's Income Taxes/Remission Order (8 et fetes aioe cae occ le cea can eat 2556 
Government and Long-Term Corporate Debt Obligations Remission Order.............. Livan teats 2201 
Income Earned in Quebec Income Tax Remission Order, 1988 ............0c ccc ecceeeeuus 2558 
Income Tax Paid by Investors, Other Than Promoters Remission Order ..................00. 2563 
Income Tax Remission Order{ Yukon Temitory, Lands) 0... 0... acc os oe wn ed oe oss oe vote 2564 
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Child Care Expense and Moving Expense Remission Order 


P.C. 1991-257, February 14, 1991 (SI/91-23), as amended by P.C. 1994-328, February 24, 1994 
(SI/94-26). 


ORDER RESPECTING THE REMISSION OF INCOME TAX PAYABLE BY. CERTAIN CANA- 
DIAN RESIDENTS INCURRING CHILD CARE EXPENSES OUTSIDE CANADA OR INCUR- 
RING MOVING EXPENSES WHEN MOVING TO OR FROM A LOCATION OUTSIDE 
CANADA 


Short Title 
1. This Order may be cited as the Child Care Expense and Moving Expense Remission Order. 
Interpretation 


2. In this Order, 
“Act”? means the Income Tax Act; 


“Minister”? means the Minister of National Revenue. 
Remission 


3. Subject to sections 4 to 6, remission is granted to each taxpayer for each taxation year ending after 1984 
and before 1989 of an amount equal to the amount, if any, by which 

(a) the taxes, interest and penalties payable by the taxpayer under the Act for the year 
exceed 

(b) the taxes, interest and penalties that would have been payable by the taxpayer under the Act for the 


year if all that portion of section 63.1 of the Act preceding paragraph (a) thereof had read as follows for 
the year: 


“63.1 In applying sections 62 and 63 in respect of a taxpayer who is, throughout all or part of a 
taxation year, absent from but resident in Canada, the following rules apply for the year or that part 
of the year, as the case may be:” 


Conditions 


4. The remission granted under section 3 to a taxpayer is on condition that the taxpayer makes an application 
for the remission in writing to the Minister on or before December 31, 1995. 


5. The remission granted under section 3 to a taxpayer for a taxation year is on the further condition that, on 
the day on which the application under section 4 by the taxpayer with respect to that year is received by the 
Minister, 
(a) the Minister was allowed under the Act to make an assessment or a reassessment of tax payable by the 
taxpayer for the year; or 
(b) an objection or appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment 
or a reassessment for the year was outstanding or could still have been made or instituted. 


5.1 Where the taxpayer makes the application referred to in section 4 after December 31, 1991 for remission 
for a taxation year, the remission is on the further condition that, on December 31, 1991, an objection or 
appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment or a reassessment for 
the year was outstanding. 


6. The remission granted under section 3 to a taxpayer for a taxation year is on the further condition that the 
taxpayer 
(a) within 45 days after the day of mailing to the taxpayer of a notice from the Department of National 
Revenue, Taxation, setting out the amount to be remitted to the taxpayer pursuant to this Order, withdraws 
any outstanding action commenced by the taxpayer in any court, and 
(b) does not commence any action, claim or objection, or make any complaint to any tribunal, 


by which the taxpayer seeks a reduction in the amount of, or any other relief or remedy relating to, taxes 
payable by the taxpayer for that year in respect of the deductibility in computing the taxpayer’s income for 
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the year of moving expenses incurred when moving to or from a location outside Canada or child care ex- 
penses incurred outside Canada. 
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Churchill Falls (Labrador) Corporation Remission Order 
P.C. 1968-832, April 30, 1968 


Whereas it has been made to appear that 


i 


D>: 


Churchill Falls (Labrador) Corporation is undertaking a very large investment to develop facilities at 
Churchill Falls in Labrador to produce very large amounts of electric power for sale to provincially- 
owned power corporations; ) 


The said Corporation proposes to finance the construction of facilities to produce and transmit power in 
part by means of the sale of first mortgage bonds, of which an aggregate principal amount exceeding four 


~ hundred million Canadian dollars is expected to be sold in the United States in denominations of United 


States dollars; 


The sale of an issue of bonds of this size might well be prevented by the imposition of a Canadian with- 
holding tax on the interest payable on such bonds, since such a large issue must be sold to many institu- 
tions which would neither be exempt from tax nor able to offset it against taxes payable to the United 
States, or if it were not prevented, the rate of interest required to be paid by the Corporation would be 
significantly increased, in turn materially increasing the cost of power to the provincially-owned power 
corporations; 


Interest paid on bonds issued by the provincially-owned power corporations is not subject to Canadian 
withholding tax, and the Government of Canada has long followed the policy, most recently expressed in 
the Public Utilities Income Tax Transfer Act, of effectively removing or reducing those federal taxes on 
investor-owned power corporations that materially affect their position vis-a-vis provincially-owned 
power corporations; and 


The said issue of first mortgage bonds can be sold in the United States exempt from the Interest Equaliza- 
tion Tax of the United States; 


And whereas the Governor in Council considers it to be in the public interest that the first mortgage bonds of 
the said Corporation may be sold in the United States exempt from withholding tax; 


Therefore, His Excellency the Governor General in Council on the recommendation of the Treasury Board, 
pursuant to section 22 of the Financial Administration Act, is pleased hereby to remit 


(a) the amount of any tax payable by a person under Part III of the Income Tax Act on, or such part of the 
amount of any tax that is or, but for this Order, would be payable by a person under that Part as may 
reasonably be regarded as attributable to, amounts paid or credited or deemed to have been paid or 
credited to that person as, on account or in lieu of payment of, or in satisfaction of, interest on first 
mortgage bonds issued by Churchill Falls (Labrador) Corporation Limited on or after the date of this 
Order, 


(1) that are in denominations of United States dollars, and 


(ii) that are identified in a manner prescribed by the Minister of Finance for the purposes of this Order 
as comprising, or as having been issued in exchange or substitution or partial exchange or substitution 
for bonds comprising, part of a series of first mortgage bonds issued or covenanted to be issued by 
Churchill Falls (Labrador) Corporation Limited whether in denominations of United States dollars or 
otherwise, the aggregate principal amount of which (expressed in terms of Canadian dollars) when 
added to the aggregate principal amount similarly so expressed of all first mortgage bonds previously 
issued or covenanted to be issued by Churchill Falls (Labrador) Corporation Limited whether in de- 
nominations of United States dollars or otherwise, does not exceed six hundred million dollars; and 


(b) any tax or penalty payable by a person under the Income Tax Act as a result of the failure of such 
person to deduct or withhold an amount as required by section 109 of that Act from any amount paid or 
credited or deemed to have been paid or credited by him as, on account or in lieu of payment of, or in 
satisfaction of, interest as described in paragraph (a). 


[Note: The reference in this Order in Council to Section 22 of the Financial Administration Act and to section 
109 and Part III of the Income Tax Act should be construed as references to sections 23 and 215 and Part 
XIII, respectively, of the present statutes. ] 


“Maturity date of the mortgage bonds is in the year 2007. 
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Farmers’ Income Taxes Remission Order 
P.C. 1993-1647, August 4, 1993 (SI/93-164) 


HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL, considering that the collection of the tax 
is unreasonable, on the recommendation of the Minister of National Revenue, pursuant to subsection 23(2) of 
the Financial Administration Act, is pleased hereby to remit tax payable by a taxpayer under Parts I to 1.2 of 
the Income Tax Act for the 1992 taxation year that would not be payable if that portion of each payment 
received in 1992 in respect of a gross revenue insurance program established under the Farm Income Protec- 
tion Act that is required to be and is repaid were not included in computing the income of the taxpayer for the 
1992 taxation year under paragraph 12(1)(p) of the Income Tax Act, and all relevant interest and penalties, on 
condition that the taxpayer file with the Minister an undertaking in a form acceptable to the Minister in which 
the taxpayer agrees not to deduct the amount repaid or required to be repaid in computing the taxpayer's 
income for any taxation year and waives all relevant rights of objection or appeal. 
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Remission Order 
P.C..1985-3480, November 28, 1985 (SU/85- 214) 


ORDER RESPECTING THE REMISSION OF CERTAIN INCOME TAXES PAID OR PAYA- 
BLE BY CERTAIN PERSONS IN RESPECT OF INTEREST FROM GOVERNMENT AND 
LONG-TERM CORPORATE DEBT OBLIGATIONS 


Short Title 
1. This Order may be cited as the Government and Long-Term Corporate Debt Bist are Remission ee 
Interpretation 
2. In this. Order, “Act” means the Income Tax Act. 
Remission 


3. Remission is hereby granted to each non-resident person who is liable for tax under Part XIII of the Act in 
respect of any amount paid or credited to him as, on account or in lieu of Baye of, or in satisfaction of, 
interest of an amount equal to the amount, if any, by which 


(a) the tax payable by the non-resident person under Part XIIL of the Act in respect of the amount so.paid 
or credited 


exceeds 
(b) the tax that ey be payable m0 the non-resident person woe Part XIII of the Act in respect of the 


amount so paid or credited if the references to “1986’’ in subparagraphs 212(1)(b)(ii) and (vii) of the Act 
were read as references to “1987”. 


4. Where a person required to deduct or withhold a tax payable by a non-resident person under Part XIII of 
the Act is liable to pay as tax under Part XIII on behalf of the non-resident person the whole of the amount 
that should have been deducted or withheld, remission is hereby granted to that person of an amount equal to 
the amount, if any, by which . 

(a) the tax payable by the person so required to deduct or withhold under. Part XIII of, the Act 
exceeds ms: 

(b) the tax that would be payable by the person so required to deduct or withhold under Part XIII of the 


Act if the references to “1986” in subparagraphs 212(1)(b)(ii) and (vii) of the Act were read as references 
to. SAR 7: 
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Income Earned in Quebec Income Tax Remission Order, 
1988 


PC. 1989-1204, June 22, 1989 (SI/89-157), as amended by P.C. 1991-1661, September 5, 1991 
(S1/91-116); P.C. 1992-2593, December 11, 1992 (SI/92-230); P.C. 1994-567, April 14, 1994 (SI/94- 
43). 


ORDER RESPECTING THE REMISSION OF INCOME TAX IN RESPECT OF CERTAIN IN- 
COME OF INDIVIDUALS EARNED IN THE PROVINCE OF QUEBEC (1988) 


Short Title 
1. This Order may be cited as the Income Earned in Quebec Income Tax Remission Order, 1988. 
Interpretation 


2. In this Order, 
“Act”? means the Income Tax Act; 


“Regulations” means the Income Tax Regulations. 
Remission to Individuals Who Did Not Reside in Canada at any Time in a Taxation Year 


3. Remission is hereby granted to any individual who did not reside in Canada at any time in a taxation year 
of the amount, if any, by which 


(a) the tax, interest and penalties paid or payable under the Act by that individual in respect of that taxa- 
tion year 
exceeds 


(b) the tax, interest and penalties that would have been payable by that individual under the Act in respect 
of that taxation year if, for the purpose of determining that person’s income earned in that year in the 
Province of Quebec, section 2602 of the Regulations read as follows: 


“9602. (1) Except as provided in subsection (2), where an individual did not reside in Canada at any 
time in a taxation year, his income earned in the taxation year in a particular province is the aggre- 
gate of 


(a) that part of the amount of his income from an office or employment that is included in com- 
puting his taxable income earned in Canada for the year by virtue of subparagraph 115(1)(a)(@) of 
the Act that is reasonably attributable to the duties performed by him in the province, 
(b) his income for that year earned in the province as determined in the manner set forth in section 
A of the Income Earned in Quebec Income Tax Remission Order, 1988, 
(c) his income for that year from carrying on business earned in the province, determined as 
hereinafter set forth in this Part, and ! 
(d) the taxable capital gains in the province included in computing his taxable income earned in 
Canada for the year by virtue of subparagraph 115(1)(a)(iii) of the Act from dispositions of prop- 
erty, each of which was a disposition of a property or an interest therein that was 

(i) real property situated in the province or an option in respect thereof, or 

(ii) any other capital property used by him in carrying on a business in the province, 

determined as hereinafter set forth in this Part. 


(2) Where the aggregate of the amount of an individual’s income as determined under subsection (1) 
for all provinces for a taxation year exceeds his income described in subsection 115(1) of the Act, the 
amount of his income earned in the taxation year in a particular province shall be that proportion of 
his income so described that the amount of his income earned in the taxation year in the province as 
determined under subsection (1) is of the aggregate of all those amounts. 


(3) Where, in a taxation year, a non-resident individual has disposed of real property situated in a 
particular province or an interest therein, or an option in respect thereof, any taxable capital gain 
from that disposition shall be a taxable capital gain in that particular province. 
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(4) Except as provided in subsection (5), where, in a taxation year, a non-resident individual has 
disposed of any capital property, other than property referred to in subsection (3), used by him in 
Carrying on a business in Canada, the proportion of any taxable capital gain from that disposition that 
(a) his income for the year from carrying on that business in a particular province 
is of 
(b) his income for the year from carrying on that business in Canada, 
shall be a taxable capital gain in that particular province. . 


(5) Where in a taxation year a non-resident individual 
(a) had no permanent establishment in Canada, and 
(b) disposed of any capital property, other than property referred to in subsection (3), used by him 
In a previous year in carrying on a business in Canada, 
the proportion of any taxable capital gain from that disposition that 
(c) his income from carrying on that business in a particular province for the last preceding taxa- 
tion year in which he had income from carrying on that business in a province 
is of 
(d) his income for the year referred to in paragraph (c), from carrying on that business in Canada, 
shall be a taxable capital gain in the particular province.” 


4. Where an individual who did not reside in Canada at any time in a taxation year was 


(a) a student in full-time attendance at an educational institution in the Province of Quebec that is a 
university, college or other educational institution providing courses at a post-secondary school level, 
(b) a student attending, or a teacher teaching at, an educational institution outside Canada that is a univer- 
sity, college or other educational institution providing courses at a post-secondary school level who had, 
in any previous year, ceased to be resident in the Province of Quebec in the course of or subsequent to 
moving to attend or to teach at, as the case may be, that institution, 
(c) an individual who had, in any previous year, ceased to be resident in the Province of Quebec in the 
course of or subsequent to moving to carry on research or any similar work under a grant received by him 
to enable him to carry on that research or work, or 
(d) an individual who had, in any previous year, ceased to be resident in the Province of Quebec and who 
was, in the taxation year, in receipt of remuneration in respect of an office or employment that was paid to 
him directly or indirectly by , 
(i) the Province of Quebec, 
(ii) any corporation, commission or association the shares, capital or property of which were at least 90 
per cent owned by the Province of Quebec, or a wholly-owned subsidiary corporation to such a corpo- 
ration, Commission or association, on condition that no person other than Her Majesty in right of the 
Province of Quebec had any right to the shares, capital or property of that corporation, commission, 
association or subsidiary or a right to acquire the shares, capital or property, 
(iii) an educational institution, other than an educational institution of the Government of Canada, in 
the Province of Quebec that was 
(A) a university, college or other educational institution providing courses at a post-secondary 
school level that received or was entitled to receive financial support from the Province of Quebec, 
(B) a school operated by the Province of Quebec, or by a municipality thereof or by a public body 
thereof performing a function of government, or a school operated on behalf of that Province, mu- 
nicipality or public body, or 
(C) a secondary school providing courses leading to a certificate or diploma that is a requirement 
for entrance to a college or university, or 
(iv) an institution in the Province of Quebec, other than an institution of the Government of Canada, 
supplying health services or social services, or both, that received or was entitled to receive financial 
support from the Province of Quebec, 
there shall be included, for the purposes of this Order, in computing his income earned in the taxation year in 
the Province of Quebec the aggregate of 


(e) the amount of any remuneration in respect of an office or employment that was paid to him directly or 
indirectly by the Province of Quebec or any corporation, commission, association or institution referred to 
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in paragraph (d), other than an institution of the Government of Canada, or by a wholly-owned, corpora- 
tion subsidiary to such corporation, commission, or association,, and that.was received by the individual 
who did not reside in Canada in the year, except to the extent that such remuneration was attributable to 
the duties of an office or employment performed by him outside Canada, and that is 


(i) is subject to an income or profits tax imposed by the government of a country other than Canada, or 


(ii) is paid in connection with the selling of property, the negotiating of contracts or the rendering of 
services for his employer, or a foreign affiliate of his employer, or any other person with whom his 
employer does not deal at arm’s length, in the ordinary course of a business carried on by his em- 
ployer, that foreign affiliate or that other person, 


(f) amounts that would be required by paragraph 56(1)(n).or (0) of the Act to be included in computing his 
income for the year if he were resident in Canada throughout the year and the references in subparagraph 
56(1)(n)(i) and paragraph 56(1)(o) of the Act to “received by the taxpayer in the year” were read as 
references to “received by the taxpayer in the year from the Province of Quebec or any corporation, 
commission, association or institution referred to in paragraph 4(d) of the Income Earned ‘in Quebec In- 
come Tax Remission Order, 1988, other than an. institution of the Government of Canada, or from a 
wholly-owned corporation subsidiary to,such corporation, commission or, association”, and if the refer- 
ence to “$500” in subparagraph 56(1)(n)(ii) of the Act were read as a reference to “the proportion of $500 
that the amount that would be determined under subparagraph 56(1)(n)(i) if the requirements of this para- 
eraph were taken into account is of the amount determined under subparagraph 56(1)(n)(i) without taking 
the requirements of this paragraph into account”, i | 


g) amounts that would be required by subsection 56(5) or (8) of the Act to be included in computing his 
income for the year if he were resident in Canada throughout the year, and 


(h) amounts that would be required by paragraph 56(1)(q) of the Act to be included in’ computing his 
income for the year if he were resident in Canada throughout the year, Hu 


minus the amount that would be dedtctible in computing his income for the year by virtue of section 62 of 
the Act if ; OTS. Us 
(i) that section were read without reference to paragraph (1)(a) thereof, 


(j) that section were applicable in computing the taxable income of individuals who did not reside in 
Canada, and 


(k) the amounts described in subparagraph (1)(f)(ii) thereof were the amounts described in paragraph (f). 


Remission to Individuals Who. Did Not Reside ina Province, the Northwest Territories 
or the Yukon Territory on the Last Day of the Taxation Year 


5. (1) Subject to subsection (2), remission is hereby granted to any individual who did not reside in a prov- 
ince on the last day of a taxation year of the amount, if any, by which me 


(a) income tax, interest and penalties paid or payable under the Act by that individual in respect of that 
taxation year, 


exceeds , . 
(b) the tax, interest and penalties that would have been:payable by that individual under the Act in respect 
of that taxation year if the individual had resided in the Province of Quebec on the! last day of:the taxation 
year. 

(2) Subsection (1) is applicable to an individual who 


(a) sojourned in the Province of Quebec for a period of, or periods the aggregate of which is, 183 days or 
more and was ordinarily resident outside Canada; ~ | 


(b) was at any time in the year an agent-general, officer or servant of the Province of Quebec and was 
resident in that Province immediately prior to his appointment or employment by that Province; 


(c) performed services at any time in the year under an international development assistance program 
prescribed under Part XXXIV of the Regulations and was at any time 


(i) in the three month period preceding the day on which those services commenced, resident in the 
Province of Quebec, and 3 | 


(ii) in the six month period preceding the day on which those. services commenced, an officer or ser- 
vant of 


(A) the Province of Quebec, 
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(B) any corporation, commission or association the shares, capital or property of which were at 
least 90 per cent owned by the Province of Quebec, or a wholly-owned corporation subsidiary to 
such a corporation, commission or association, on condition that no person other than Her Majesty 
in right of the Province of Quebec had any right to those shares or that capital or property of such 
corporation, commission, association or subsidiary or a right to acquire those shares or that capital 
or property, | : 

(C) an educational institution, other than an educational institution of the Government of Canada, in 
the Province of Quebec that was 


(I) a university, college or other educational institution providing courses at a post-secondary 
school level that received or was entitled to receive financial support from the Province of 
Quebec, | 


(II) a school operated by the Province of Quebec, or by a municipality thereof or by a public 
body thereof performing a function of government, or a school operated on behalf of that Prov- 
ince, municipality or public body, or 

(III) a secondary school providing courses leading to a certificate or diploma that is a require- 
ment for entrance. to a college or university, or 


(D) an institution in the Province of Quebec, other than an institution of the Government of Canada, 
supplying health services or social services, or both, that received or was entitled to receive finan- 
cial support from the Province of Quebec; 
(d) was resident in Canada in any previous year and was, at any time in the year, the spouse of a person 
described in paragraph (b) or (c) living with that person; or 
(e) was, at any time in the year, a child described in paragraph 109(1)(d) of the Act, as it applied in respect 
of the 1985 taxation year, of a person described in paragraph (b) or (c). 


(3) Paragraph (2)(d) is not applicable where the spouse of an individual described in paragraph (2)(c) is also 
an individual described in paragraph (2)(c). 


Remission to Individuals Who Resided in the Province of Quebec on the Last Day of a 
Taxation Year 


6. (1) Remission is hereby granted to any individual who resided in the Province of Quebec on the last day of 
a taxation year of the amount, if any, by which 


(a) the tax, interest and penalties payable under the Act by that individual in respect of that taxation year, 
exceeds ‘ 
(b) the tax, interest and penalties that would have been payable by that individual in respect of that taxa- 
tion year if 
(i) if subsections 2601(1) and (2) of the Regulations read as follows: 


“2601. (1) Notwithstanding subsection (4) and section 2603, where an individual resided in a 
particular province on the last day of a taxation year and had no income for the year from a 
business with a permanent establishment in another province, his income earned in the taxation 
year in the province is his income for the year. 


(2) Notwithstanding subsection (4) and section 2603, where an individual resided in a particular 
province on the last day of a taxation year and had income for the year from a business with a 
permanent establishment in any other province, his income earned in the taxation year in the 
province is the amount, if any, by which 


(a) his income for the year 
exceeds 
(b) the aggregate of his income for the year from carrying on business earned in each other 
province, determined as hereinafter set forth in this Part.”, 
(ii) if paragraph 126(7)(a) of the Act read as follows: 


“(a) business-income tax paid by a taxpayer for a taxation year in respect of business carried on 
by him in a country other than Canada (in this paragraph referred to as the “business country”) 
means such portion of 55/100ths of any income or profits tax paid by him for the year to the 
government of any country other than Canada or to the government of a state, province or other 
political subdivision of any such country as may reasonably be regarded as tax in respect of the 
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income of the taxpayer from any business carried on by him in. the business country; and” and 
(iii) if paragraph 126(7)(d) of the Act read as follows: 


“(d) tax for the year otherwise payable under this Part means the tax for the taxation year other- 
wise payable under this Part after taking into account the requirements of subparagraph 6(1)(b)() 
of the Income Earned in Quebec Income Tax Remission Order, 1988, but before making any 
deduction under sections 121, 126, 127 and 127.2 to Lea sey. 


(2) In subsection (1), a reference to the last day of a taxation year shall, in the case of an-individual who 
resided in the Province of Quebec at any time in the year and ceased to reside in Canada before the end of the 
year, be deemed to be a reference to the last day in the year on which the individual resided in Canada. 


Deductions and Remittances — 


7. Notwithstanding paragraph 102(1)(a), subsection 102(2), paragraph 103(1)(m) and subparagraphs 
103(4)(a)(xiii), (b)(xiii) and (c)(xii1) of the Regulations, the amount to be deducted or withheld by an em- 
ployer and remitted to the Receiver General pursuant to Part I of the Regulations: shall, in the case of 


(a) an individual referred to in section 4 in respect of the remuneration referred to in paragraph 4(e), and 


(b) an individual referred to in paragraph 5(2)(b), (c), (d) or (e) in respect of remuneration received from 
the Province of Quebec or from any corporation, commission, association or institution referred to in 
paragraph 5(2)(c), other than an institution of the Government of Canada, or from a wholly-owned corpo- 
ration subsidiary to such corporation, commission or association, 


be determined as if the employee reported for work at an establishment of the employer in Quebec. 


8. (1) Sections 3 to 6 are applicable in respect of the 1983 to 1993 taxation years. 


(2) Section 7 is applicable in respect of the 1989 and subsequent taxation. years. 
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Income Tax Paid by Investors;°Other than Promoters 


Remission Order 
P. C. 1996- 1274, August 75. 1996 (SI/96- 80) , 


His Excelfeey the Governor General in’ Council, consideting that is in the pubic: interest to do. so, on the 
recommendation of the Minister of Natiénal Revenue, pursuant to subsection 23(2) of the Financial Adininis- 
tration Act, hereby remits to each taxpayer, other than a promoter, who has delivered or delivers to the 
Minister’a ‘timely and ‘duly’ éxecuted ° ‘agreement. letter (reférred to in the details of the settlement project 
regarding general partnerships used as SR&ED tax’ shelters issued’ by thé Minister on June 30, 1995) accepted 
by the Minister, amounts payable under the Income Fax Act by the taxpayer equal to 


(1) the difference between a TOF 
(a) 50% of the product of each payment made before executing the agreement on account of the tax 
liability resulting from adjustments made by the Minister to the taxpayer’s Claim in respect of the tax 
shelter and the prescribed rate of interest for income tax refunds, for the period from the date of the 
payment to the date of the assessment of’ the’ tax: Tiability made as a result of the agreement, com- 
pounded daily, and 
(b) refund interest in respect of any such payment, 

(2) 50% of the product of that difference and that rate, ‘for’ the period from the said date of assessment to 

the date this Order is implemented, so compounded, and 


(3) amounts that would not be payable if there were no ) such refund interest or if this Order were not 
made. Miesinmat 


(This note.is not. part, of the Order.) 


This Oder remits amounts of income tax paid by taxpayers who made payments ‘on account of their tax 
assessments. before executing: agreement,letters (referred to.in, the details of the settlement project regarding 
general partnerships. used as SR&ED tax.shelters issued by Revenue; Canada on June.30, Leo), in, order, that 
those, taxpayers be on even, terms; with taRPAYEIS who. had not made such payments, 
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Income Tax Remission Order (Yukon Territory Lands) 
P.C. 1995-197, February 7, 1995 (SI/95-18) 


ORDER RESPECTING THE REMISSION OF INCOME TAX IN RELATION TO CERTAIN 
LANDS IN THE YUKON TERRITORY 


Short Title 
1. This Order may be cited as the Income Tax Remission Order (Yukon Territory Lands). 
Interpretation 


2. In this Order, 
“Act” means the Yukon First Nations Self-Government Act; 


“reserve” has the same meaning as in subsection 2(1) of the Indian Act. 
Remission 


3. Remission is hereby granted of amounts payable under the Income Tax Act that would not be payable if the 
lands in the Yukon Territory 


(a) that are reserved or set aside, as at the day on which this Order comes into force, by notation in the 
property records of the Department of Indian Affairs and Northern Development, for the use of its Indian 
and Inuit Affairs Program, were reserves for the period beginning after 1984 and ending on the expiration 
of the third calendar year after the calendar year in which the Act comes into force; 


(b) that were so notated for a period beginning after 1984 and ending before the day on which this Order 
comes into force, had been a reserve throughout each calendar year of that period; and 

(c) that are so notated for a period beginning after the day on which this Order comes into force and 
ending before the expiration of the third calendar year after the calendar year in which the Act comes into 
force, were a reserve throughout each calendar year of that period. 
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Indian Income Tax Remission Order 
P.C. 1993-523. March 16, 1993 (S1/93- 44), as apispded by P.C. 1994-799, May 12, 1994 (S1/94- 69). 


' ORDER RESPECTING THE REMISSION OF INCOME TAX PAID OR PAYABLE ON IN- 
COME FROM EMPLOYERS RESIDING ON RESERVES AND INDIAN SETTLEMENTS AND 
ON: CERTAIN pide pe Reet INSURANCE BENEFITS RECEIVED BY INDIANS . 


rad 3 gilts Title , 
1. This Order may be cited as the Indian Income Tax tan Bites Order. 
Interpretation. — 


2.In this, Order, ; 
“Act” means the Income Ta Act; 
*‘Indian”’ has the same: meaning as in spnep eee ae 2(1),.of the dar Act; 


“Indian settlement” has the same ne ae oe as in section 2 of a Indians and Bands on certain Indian 
Settlements Remission Order, © 7 , 


“reserve” means 


“ (a) a reserve as defined 1 in subsection 2(1) of the Indian Act, ° 


(b) Category IA land or Category IA-N land. as defined i in subsection 21) of the Cree-Naskapi (of Que- 
bec) Act, and 


(c) Sechelt lands as defined in subsection 2(1) of the Sechelt Indian Band Self-Government Act. 
Remission in respect of certain Employment Income 


3. (1) Remission is hereby granted to. a taxpayer who is an Indian of the amounts payable by the taxpayer 
under Parts I to I.2 of the Act for a taxation year that would not be payable by the taxpayer if, in the calcula- 
tion of the taxpayer’s income for the year, there were not included an amount equal to the product obtained 
by multiplying the income for the year from each office or employment of the taxpayer by the proportion that 


(a) the amounts that are required to be included in the computation of the income from that office or 
_ employment for the year and that ate payable to the taxpayer by an employer residing 0 on a reserve or 
Indian settlement - 
are of 


(b) the amounts that are. required to be. included in the computation of the income :from, that. office or 
employment for the year. 


(2) Remission is hereby granted to a person for whom the amounts payable under Parts I to I.2 of the Act for 
a taxation year would be reduced if, in the calculation of the income of the taxpayer referred to in subsection 
(1) for the year, there were not included the product obtained under that subsection in respect of each office 
or employment of the taxpayer, of an amount equal to the amount, if any, by which 


(a) the total amount payable by the person under Parts I to I.2 of the Act for the year 


exceeds 
(b) the total amount that would be payable by the person for the year if, in the calculation of the tax- 
payer’s income for the year, there were not included the product obtained under subsection (1) in respect 
of each office or employment of the taxpayer. 


(3) Subsections (1) and (2) apply to the 1992, 1993 and 1994 taxation years except that, in its application to 
the 1994 taxation year, paragraph (1)(a) shall be read as follows: 


“(a) the amounts that are required to be included in the computation of the income from that office or 
employment for the year and that are payable to the taxpayer by an employer residing on a reserve or 
Indian settlement, where the office or employment was held continuously since before 1994.” 


Remission in respect of certain Unemployment Insurance Benefits 
4. (1) Subject to section 5, remission is hereby granted to a taxpayer who is an Indian of the amounts payable 


by the taxpayer under Parts I'to'l.2 of the Act for a'taxation year that would not be payable by the taxpayer if, 
in the calculation of the taxpayer’s income forthe year for the purpose of an assessment, there were not 
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included an amount equal to the product obtained by multiplying the total of the benefits referred to in sub- 
paragraph 56(1)(a)(iv) of the Act and included in the calculation of the taxpayer’s income for the year for the 
purpose of an assessment, by the proportion that 
(a) the income from employment during a relevant qualifying period that was taken into account in deter- 
mining the amount of those benefits and that is exempt from taxation under subsection 87(1) of the Indian 
Act’ or in respect of which there is a remission of tax payable under the Act by a taxpayer who is an 
Indian 
is of 
(b) the total income from employment during a relevant qualifying period that was taken into account in 
determining the amount of those benefits. 


(2) Subject to section 5, remission is hereby granted to a person for whom the amounts payable under Parts I 
to 1.2 of the Act for a taxation year would be reduced if, in respect of the taxpayer referred to in subsection 
(1), an amount equal to the amount of the product referred to in that subsection were not included in the 
calculation of the taxpayer’s income for the year for the purpose of an assessment, of an amount equal to the 
amount, if any, by which 
(a) the total amount payable by the person under Parts I to 1.2 of the Act for the year 
exceeds 
(b) the total amount that would be payable by the person for the year if, in respect of the taxpayer, an 
amount equal to the amount of the product referred to subsection (1) were not included in the calculation 
of the taxpayer’s income for the year for the purpose of an assessment. | 


(3) Subsections (1) and (2) apply to taxation years 1985 to 1991. 
Condition 


5. Remission under subsection 4(1) or (2) is granted on condition that an application in writing establishing 
the applicant’s right to that remission be submitted to the Minister of National Revenue. | 


(This note is not part of the Order.) 
This Order remits income tax on employment income received by Indians in 1992 and 1993 from employers 
residing on a reserve or Indian settlement in order to give such taxpayers time to adjust to the 1992 ruling of 
the Supreme Court of Canada in Williams v. R concerning the proper test regarding the exemption from 
taxation of the personal property of an Indian situated on a reserve. 
This Order also remits income tax assessed for taxation years 1985 to 1991 on those unemployment insurance 
benefits paid to Indians which, according to the Court, are exempt from taxation. 


“Order in Council P.C. 1993-1649, Canada Gazette Part II, August 25, 1993 (SI/93-166 reproduced below) remits amounts that. would be 
remitted if this reference to subsection 87(1) of the Indian Act included a reference to a provision similar to that subsection in an Act cited in 
this Order (ie in the Cree-Naskapi (of Quebec) Act or the Sechelt Indian Band Self-Government Act). 
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Indian Income Tax Remission Order 
P.C. 1993-1649, August 4, 1993 (SI/93-166) 
His Excellency the Governor General in Council, considering that it is in the public interest to do so, on the 
recommendation of the Minister of National Revenue, pursuant to subsection 23(2) of the Financial Adminis- 
tration Act, is pleased hereby to remit amounts that would be remitted if the reference to subsection 87(1) of 


the Indian Act in the Indian Income Tax Remission Order included a reference to a provision similar to that 
subsection in an Act cited in that Order. M . 


( This note is not part of the Order.) 


The Indian Income Tax Remission Order remitted income tax assessed for 1985 to 1991 on unemployment 
insurance benefits paid to Indians, which the Supreme Court in 1992 held were exempt from taxation under 
section 87 of the Indian Act. This order extends that remission to unemployment insurance benefits exempt 
under the Cree-Naskapi (of Quebec) Act and the Sechelt Indian Band Self-Government Act. 
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Indians and Bands on certain Indian Settlements Remission 
Order | 


P.C. 1992-1052, June 3, 1992 (SI/92-102), as amended by P.C. 1994-2096, December 28, 1994 (SI/94- 
145) 


ORDER RESPECTING THE REMISSION OF CERTAIN INCOME TAXES PAYABLE BY INDI- 
ANS AND OF THE GOODS AND SERVICES TAX PAYABLE BY INDIANS OR BY BANDS 
OR DESIGNATED CORPORATIONS ON CERTAIN INDIAN SETTLEMENTS 


Short Title 
1. This Order may be cited as the Indians and Bands on certain Indian Settlements Remission Order. 
Interpretation 


2. In this Order, 
“band” has the same meaning as in subsection 2(1) of the Indian Act; 


“designated corporation” means the Ouje-Bougoumou Development Corporation or the Ouje-Bougoumou 
Eenuch Association; 


“Indian” has the same meaning as in subsection 2(1) of the Indian Act; 


‘Indian settlement”? means an area that is named and described in the schedule but does not include an area 
that is 


(a) a reserve within the meaning of the Indian Act, or 
(b) Category IA land within the meaning of the Cree-Naskapi (of Quebec) Act; 


“reserve” has the same meaning as in subsection 2(1) of the Indian Act. 
Part |— Income Taxes 
Interpretation 


3. (1) For the purposes of this Part, 
“Act”? means the Income Tax Act; 
“tax”? means tax under Parts I, I.1 and I.2 of the Act. 


(2) All other words and expressions used in this part have the same meaning as in the Act. 
Remission of Income Tax 


4. Remission is hereby granted to a taxpayer who is an Indian in respect of each taxation year after 1992 of 
the amount, if any, by which the taxes, interest and penalties payable by the taxpayer for the taxation year 
under the Act exceed the taxes, interest and penalties that would have been payable by the taxpayer for the 
year under the Act if the Indian settlements were reserves throughout the year. 


Part I! — Goods and Services Tax 
Interpretation 


5. (1) For the purposes of this Part, 
“Act”? means the Excise Tax Act; 


“tax” means the goods and services tax imposed under Division II of Part IX of the Act. 
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(2) All other words and expressions used in this Part have the same meaning as in Part IX of the Act. 
Remission of the Goods and Services Tax 


6. Subject to section 8, remission of the tax paid or payable on or after the day on which this Order comes 
into force is hereby granted to an individual who.is an Indian and who is the recipient of a taxable supply. in 
an amount equal to the amount, if any, by which 


(a) the tax paid or payable by the individual under the Act 
exceeds 


(b) the tax that would have been payable by the individual if the Indian settlements were reserves. 


7. Subject to section 8, remission of the tax paid or payable on or after J anuary 1, 1991 is hereby granted to a 
band or a designated corporation that is the recipient of a taxable supply, in an. amount equal to the amount, if 
any, by which 


(a). the tax paid or payable by the band or designated corporation under the Act 
exceeds 


(b) the tax that would have been payable by the band or designated corporation if the Indian settlements 
were reserves. 


Condition 


8. Remission under sections 6 and 7 in respect of tax paid is granted on condition that an application in 
writing for the remission be submitted to the Minister of National Revenue within four years after the day on 
which the tax was paid. 


(Section 2) 


Indian Settlements 


1. Ouje-Bougoumou, Quebec 


The settlement is situated on the north shore of Lake Opémisca, 32 km northwest of Chibougamau, Quebec, 
in Cuvier Township at 49°55' latitude and 74°49' longitude and has an area of 100 km/?, 


2. Kanesatake (Oka), Quebec 


The settlement is situated 25 km northwest of Montreal, on the north side of Des Deux Montagnes Lake, and, 
for the purposes of this Order, comprises the Village of Oka and the areas in the western portion of the Parish 
of Oka, known as Cote Sainte-Philoméne, Céte Saint-Jean, Cote Saint-Ambroise and Céte Sainte-Germaine- 
Céte-Sud. 


3. Kee-Way-Win Settlement, Ontario 


The settlement is situated on the south side of Sandy Lake, in the District of Kenora, Patricia Portion, at 53°4' 
latitude and 92°45' longitude, and has an area of approximately 19,030 hectares. 


4. Savant Lake Settlement, Ontario 


The settlement is situated on the north side of Kasheweogama Lake in the Township of McCubbin, District of 
Thunder Bay, at 50°4' latitude and 90°43' longitude, and has an area of approximately 5,890 hectares. 


5. Long Dog Lake Settlement, Ontario 


The settlement is situated on the south side of Long Dog Lake, District of Kenora, Patricia Portion, at 52°28' 
latitude and 90°43' longitude, and has an area of 5,305 hectares. 


6. MacDowell Lake Settlement, Ontario 


The settlement is situated at the southwest end of MacDowell Lake, District of Kenora, Patricia Portion, at 
52°11' latitude and 92°45' longitude, and has an area of approximately 4,455 hectares. 
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7. Slate Falls Settlement, Ontario 


The settlement is situated on the northeast end of North Bamaji Lake, District of Kenora, Patricia Portion, at 
51°11' latitude and 91°35' longitude, and has an area of approximately 6,870 hectares. 


8. Aroland Settlement, Ontario 


The settlement is situated on both the north and south sides of King’s Highway 643 at Aroland rural commu- 
nity in the Township of Danford, District of Thunder Bay, at 50°14' latitude and 86°59' longitude, extends 
northwards west and north of Esnagami Lake and has an area of approximately 18,130 hectares. 


9. Grandmother’s Point Settlement, Ontario 


The settlement is situated at the southwest end of Attawapiskat Lake, in the District of Kenora, Patricia 
Portion, at 52°14' latitude and 87°53' longitude, and has an area of approximately 855 hectares. 


10. Cadotte Lake Settlement, Alberta 


The settlement is situated 40 miles east of Peace River, Alberta at Cadotte Lake, on highway 686, comprises 
portions of Townships 86 and 87, within ranges 15, 16 and 17, and also land bordering on Marten Lake in 
Townships 86 and 87 within ranges 13 and 14, west of the Sth meridian (but excluding all mines and minerals 
and the beds and shores of the Cadotte and Otter Rivers), and has an area of approximately 14,245 hectares. 


11. Fort MacKay, Alberta 


The settlement is situated 105 km northwest of Fort McMurray, and comprises the areas of Namur Lake, 
Namur River and portions of the Hamlet of Fort MacKay. The Hamlet of Fort MacKay is situated on the west 
side of the Athabaska River and the Fort MacKay Band occupies an area that includes Lots | to 7 on Plan 
9022250 (but excluding all mines and minerals), as well as a small portion of the East-West Government 
Road allowance. The Indian settlement has an area of approximately 86.6 hectares. 


12. Little Buffalo Settlement, Alberta 


The settlement is situated in north central Alberta and surrounding Lubicon Lake, and has an area of approxi- 
mately 24,505 hectares. 
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Indians and the War Lake First Nation Band on the Ilford 
Indian Settlement Remission Order 
P.C. 1994-801, May 12, 1994 (SI/94-71). 


ORDER RESPECTING THE REMISSION OF CERTAIN INCOME TAXES PAID OR PAYA- 
BLE BY INDIANS AND THE GOODS AND SERVICES TAX PAID OR PAYABLE BY INDIANS 
OR BY THE WAR LAKE FIRST NATION BAND ON THE ILFORD INDIAN SETTLEMENT 


Short Title 


1. This Order may be cited as the Indians and the War Lake First Nation Band on the Ilford Indian Settlement 
Remission Order. 


Interpretation 


2. In this Order, 
“band” has the same meaning as in subsection 2(1) of the Indian Act; 


Ilford Indian Settlement‘Tlford Indian Settlement” means the settlement that is situated near Ilford in the 
Province of Manitoba, consisting of parcels of land lettered “A” and “B”, which parcels are shown on a plan 
of survey of part of unsurveyed townshiv 81 in Range 12, east of the principal meridian and contain 2.89 
hectares and 3.89 hectares, respectively, and that is not a reserve; 


Indian“Indian” has the same meaning as in subsection 2(1) of the Indian Act; 


reserve‘‘reserve” has the same meaning as in subsection 2(1) of the Indian Act. 


Part |— INCOME TAX 


Interpretation 


3. (1) For the purposes of this Part, “tax”? means tax under Parts I, 1.1 and 1.2 of the Income Tax Act. 
(2) Subject to section 2, all other words and expressions used in this Part have the same meaning as in the 
Income Tax Act. 


Remission of Income Tax 


4. Remission is hereby granted to a taxpayer who is an Indian in respect of the 1992 taxation year and each 
taxation year following that year of the amount, if any, by which the taxes, interest and penalties paid or 
payable by the taxpayer for the taxation year under the Income Tax Act exceed the taxes, interest and penal- 
ties that would have been payable by the taxpayer for the year under the Act if the Ilford Indian Settlement 
were a reserve throughout the year 


Part 1 — GOODS AND SERVICES TAX 


Interpretation 
5. (1) For the purposes of this Part, “tax” means the goods and services tax imposed under Division II of Part 
IX of the Excise Tax Act. 
(2) Subject to section 2, all other words and expressions used in this Part have the same meaning as in Part [x 
of the Excise Tax Act. 
Remission of the Goods and Services Tax 


6. Subject to section 8, remission is hereby granted to an individual who is an Indian and who is the recipient 
of a taxable supply made on or after the day on which this Order comes into force of the tax paid or payable, 
in an amount equal to the amount, if any, by which 


(a) the tax paid or payable by the individual 
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exceeds 
(b) the tax that would have been payable by the individual if the Ilford Indian Settlement were a reserve. 


7. Subject to section 8, remission is hereby granted to the War Lake First Nation Band of the tax paid or 
payable, where the band is the recipient of a taxable supply made on or after January 1, 1992, in an amount 
equal to the amount, if any, by which 


(a) the tax paid or payable by the band 
exceeds 
(b) the tax that would have been payable by the band if the Ilford Indian Settlement were a reserve. 


Condition 
8. Remission under sections 6 and 7 in respect of tax paid is granted on condition that an application in 


writing for the remission be submitted to the Minister of National Revenue within four years after the day on 
which the tax was paid. 


2NTZ 


Maintenance Payments Remission Order 
P.C. 1991-256, February 14, 1991 (SI/91-22), as amended by P.C. 1994-622, April 21, 1994 (SI/94- 
1). 


Matas RESPECTING THE REMISSION OF INCOME TAX PAYABLE BY CERTAIN. TAX- | 
: PAYERS jks ‘eabeas ris MAINTENANCE aids arveioas USAT Si 


Lhoat Title. 


1. This Order may be cited as chev Matnioniines Havent Remission Order: 
Interpretation 


2. In-this, Order, 
“Act” means the Income Tax Act; 


*‘Minister’’ means the Minister of National Revenue. 


Remission 


3. Subject to sections 4 to 6, remission is granted to a taxpayer for a taxation year ending after 1978 and 


before 1989 of an amount equal to the amount, if any, by which 
(a) the taxes, interest and penalties payable by the taxpayer under the Act for the year 
exceed 


(b) the taxes, interest and penalties that would have been payable by the taxpayer under the Act for the 
year if there were deducted in computing the taxpayer’s income for the year the aggregate of all amounts 
paid by the taxpayer in the year, after December 11, 1979 and before February 11, 1988 pursuant to an 
order made by a competent tribunal after December 11, 1979 and before February 11, 1988 in accordance 
with the laws of a province, as an allowance payable on a periodic basis for the maintenance of the 
recipient thereof, of children of the recipient or of both the recipient and the children of the recipient if, at 
the time the payment was made and throughout the remainder of the year, the taxpayer was living apart 
from the recipient. 


Conditions 


4. The remission granted under section 3 to a taxpayer is on condition that the taxpayer makes an application 
for the remission in writing to the Minister on or before December 31, 1995. 


5. Where the taxpayer has made the application referred to in section 4 or before December 31, 1991 for 
remission for a taxation year, the remission is on the further condition that, on the day on which the applica- 
tion was received by the Minister, 


(a) the Minister was allowed under the Act to make an assessment or a reassesment of tax payable by the 
taxpayer for the year; 

(b) an objection or appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment 
or reassessment for the year was outstanding or could still have been made or instituted; or 

(c) a complaint made in writing by the taxpayer to the Canadian Human Rights Commission at a time 
when paragraph (a) or (b) applied in respect of the year was outstanding concerning the non-deductibility 
in the year of amounts described in paragraph 3(b). 


5.1 Where the taxpayer makes the application referred to in section 4 after December 31, 1991 for remission 
for a taxation year, the remission is on the further condition that, on December 31, 1991, 


(a) an objection or appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment 
or a reassessment for the year was outstanding; or 


(b) a complaint made in writing by the taxpayer to the Canadian Human Rights Commission at a time 
when paragraph 5(a) or (b) applied 1 in respect of the year was outstanding concerning the non-deductibility 
in the year of amounts described in paragraph 3(b). 


6. The remission granted under section 3 to a taxpayer for a taxation year is on the further condition that the 
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taxpayer 
(a) within 45 days after the day of mailing to the taxpayer of a notice from the Department of National 
Revenue, Taxation, setting out the amount to be remitted to the taxpayer pursuant to this Order, discontin- 
ues any outstanding action commenced by the taxpayer in any court, 
(b) within 45 days after the day of mailing to the taxpayer of a notice from the Department of National 
Revenue, Taxation, setting out the amount to be remitted to the taxpayer pursuant to this Order, withdraws 
any outstanding objection served on the Minister, any claim filed in any court and any complaint made to 
any tribunal, and 
(c) does not commence any action, claim or objection or make any complaint to any tribunal 
by which the taxpayer seeks a reduction in the amount of, or any other relief or remedy relating to, taxes 
payable by the taxpayer for that year in respect of the deductibility in computing the taxpayer’s income for 
the year of any of the amounts described in paragraph 3(b). 
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Prescribed Areas Forward Averaging Remission Order 
P.C. 1994-109, January 20, 1994 (SI/94-16) 


ORDER RESPECTING THE REMISSION OF INCOME TAX.AND°PENALTIES, AND INTER- 
EST THEREON, PAYABLE BY CERTAIN RESIDENTS OF PRESCRIBED AREAS WHO 
FILED FORWARD AVERAGING ELECTIONS IN RESPECT OF THE 1987 TAXATION YEAR 


vy dads 


“Short! Title 
1, This Order. may be cited as the Prescribed Areas Forward Averaging Remission Order. - 
| ; Interpretation | 
2. In this Order, ) hess 
“Act” means the Income Tax Act; 


“averaging amount” has the meaning assigned by subsection 110.4(1) of the Act as that subsection applied 
to the 1987 taxation year. 


Bepalsslem 


ap Subject to section 4, remission is granted to a ORG in respect of thee 1987 taxation year of an amount 
equal to the amount, if any, by which 


(a) the total of the taxes un penalties, and interest thereon, peu by the ES — that SS under the 
Act | o “poogstad 
exceeds 
(b) the total of the taxes. and penalties, sn interest thereon, that would have been Siyable- be the taxpayer 
for that year under the Act if the:taxpayer’s averaging amount for that year were reduced:-by the amount 
that the taxpayer was entitled to deduct under section) h10.7 of the Act in computing the taxpayer’s taxable 
income for that year by reason of having resided in an area prescribed by subsection 7303(5) or (6) ofthe 
Income Tax Regulations. 


Etat hblett ly | 


4. The remission granted under section)3:is:on conditiom that 


(a) the taxpayer makes an application for the remission in writing to the Sutera! of National Revenue on 
or before December 31, 1995; and 


(b) the amount of the reduction determined under paragraph 3(b) in the taxpayer’s averaging amount for 
the 1987 taxation year-is excluded in determining the taxpayer’s accumulated averaging amount under 
paragraph, 1.10.4(8)(a) of the Act, after 1987, 
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Syncrude Remission Order 
P.C. 1976-1026, May 6, 1976 (C.R.C. 1978, Vol. VII, c. 794) 


ORDER RESPECTING THE REMISSION OF INCOME TAX FOR THE SYNCRUDE 
PROJECT 


Short Title 
1. This Order may be cited as the Syncrude Remission Order. 
Interpretation 


2. In this Order, 
“barrels” means barrels of synthetic crude oil from Leases 17 and 22 pursuant to the Syncrude Project; 


“condition” means that the fiscal programs as they relate to the Syncrude Project in effect at the commence- 
ment of the Syncrude Project have been revised in such a manner as to have significant adverse economic 
effect on the Syncrude Project; 


“Crown” means Her Majesty in right of the Province of Alberta; 
‘“deased substances” means all substances the participant has recovered pursuant to Leases 17 and 22; 


“Leases 17 and 22” means Government of Alberta Bituminous Sands Leases Nos 17 and 22, excluding that 
portion of Lease No 17 that is subject to an Agreement dated September 20, 1972 as amended by an Agree- 
ment dated September 26, 1972 whereby Great Canadian Oil Sands Limited was granted a sublease of lands 
contained in Lease No 17 and includes any other documents or titles that extend the duration of Leases 17 
and 22; ) 

“participant” means 


(a) Canada-Cities Service Ltd, a body corporate, incorporated under the laws of Canada and having its 
head office at the City of Calgary, in the Province of Alberta, 


(b) Imperial Oil Limited, a body corporate, incorporated under the laws of Canada and having its head 
office at the municipality of Metropolitan Toronto, in the Province of Ontario, 


(c) Gulf Oil Canada Limited, a body corporate, incorporated under the laws of Canada and having its head 
office at the City of Toronto, in the Province of Ontario, 


(d) the Crown as represented by the Minister of Energy and Resources for the Province of Alberta, 


(e) Her Majesty in right of Canada as represented by the Minister of Energy, Mines and Resources for 
Canada, and 


(f) Ontario Energy Corporation, a body corporate, incorporated by Special Act of the Legislature of the 
Province of Ontario and having its head office at the City of Toronto, in the Province of Ontario, 


or any or all of them or their successors or assignees as long as they retain a share in the Syncrude Project; 


“royalty provisions” means the provisions contained in paragraphs 12(1)(0) and 18(1)(m), and subsection 
69(6) to (10) of the Income Tax Act; 


“Syncrude Project” means the scheme of the participant for the recovery of leased substances from Leases 
Ljeand 22: 


“synthetic crude oil” means a mixture, mainly of pentanes and heavier hydrocarbons, that may contain 
sulphur compounds, that is derived from crude bitumen and that is liquid at the time its volume is measured 
or estimated. 


Remission 


3. (1) Subject to subsection (2), remission is hereby granted to each participant of any tax payable for a 
taxation year pursuant to Part I of the Income Tax Act as a result of the royalty provisions being applicable to 


(a) amounts receivable and the fair market value of any property receivable by the Crown as a royalty, tax, 
rental or levy with respect to the Syncrude Project, or as an amount however described, that may reasona- 
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bly be regarded as being in lieu of any of the preceding amounts; 

(b) dispositions of leased substances to the Crown by the participant; and 

(c) acquisitions of leased substances from the Crown by the participant. 
(2) No remission shall be granted pursuant to this Order to a participant in respect of a taxation year of that 
participant that commences after 


(a) the recovery of 1.1 billion barrels, where the Governor in Council revokes this Order upon being 
satisfied on the report of the Minister of Finance that the condition exists prior to the recovery of 1.1 
billion barrels, 


(b) the recovery of the number of barrels recovered on the date the Governor in Council revokes this 
Order upon being satisfied on the report of the Minister of Finance that the condition exists if that date is 
after the recovery of more than 1.1 billion barrels and less than 2.1 billion barrels, 


(c) the recovery of 2.1 billion barrels, or 
(d) December 31, 2003, 
whichever first occurs. 
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Income Tax Conventions Interpretation Act 
R.S.C. 1985, c. I-4, AS AMENDED 


An Act respecting the interpretation of Canada’s international conventions relating to’ income 
tax and the Acts implementing such conventions. 


Short Title 


1. Short title — This Act may be cited as the In- 
come Tax Conventions Interpretation Act. 


Definition 


2..Definition of “convention” — In, this Act, 
“convention”. means any convention or agreement 
between. Canada and another state relating to tax on 
income, and includes any protocol or supplementary 
convention or agreement relating thereto. 


Interpretation 


3. Meaning of undefined terms — Notwith- 
standing the provisions of a convention or the Act 
giving the convention the force of law in Canada, it 
is hereby declared that the law of Canada is that, to 
the extent that a term in the convention is | 


(a) not defined in the convention, 
(b) not fully defined in the convention, or 


(c) to be defined by reference to the laws of Can- 
ada, 


that term has, except to the extent that, the context 
otherwise requires, the meaning it has for the pur- 
poses of the Income Tax Act, as amended from time 
to time, and not the meaning it had for the purposes 
of the Income Tax Act on the date the convention 
was entered into or given the force of law in Canada 
if, after that date, its meaning for the purposes of the 
Income Tax Act has changed. 


4, Permanent establishments in Canada — 
Notwithstanding the provisions of a convention or 
the Act giving the convention the force of law in 
Canada, it is hereby declared that the law of Canada 
is that where, for the purposes of the application of 
the convention, the profits from a business activity, 
including an industrial or commercial activity, attrib- 
utable or allocable to a permanent establishment in 
Canada are to be determined for any period, 


(a) there shall, except where the convention ex- 
pressly otherwise provides, be included in the de- 
termination of those profits. all amounts with re- 
spect to that activity that are attributable or 
allocable to the permanent establishment and that 
would be required to be included under the /n- 
come Tax Act, as amended from time to time, by 
a person resident in Canada carrying on the activ- 
ity in Canada in the computation of his income 
from a business for that period; and 


(b) there shall, except to the extent that an agree- 
ment between the competent authorities of the 


parties to the convention expressly otherwise pro- 

' vides, not be deducted in the determination of 
those profits any amount with respect to that ac- 
tivity that is attributable or allocable to the per- 
manent establishment and that would not be de- 
ductible under the Income Tax Act,,as amended 
from time to time, by a person resident in Canada 
carrying on the activity in Canada in the compu- 
tation of his income from a business for that 
period. 


5. Definitions — Notwithstanding the provisions of 
a convention or the Act giving the convention the 


force of law in Canada; in this: section and in the 


convention, 


“annuity” does not include a pension payment 
(other than a periodic pension payment) arising in 
Canada; ath 


History: “Annuity” added by 1993,.C. 24, 8. 147, applicable with 
respect to amounts paid after 19a 0. 


“Canada” means: the territory of Canada, and 
includes 


(a) every area beyond the territorial seas of Can- 
ada that, in accordance with international law and 
the laws of Canada, is an area in respect of which 
Canada may exercise rights with respect to the 
seabed and subsoil and their natural resources, 
and | 


(b) the seas and airspace above,every area de- 
scribed in paragraph (a); 


“immovable property” and “real property”, with 
respect to such property in Canada, are ‘hereby de- 
clared to include 


(a) any right to explore for or exploit mineral de- 
posits and sources in Canada and other natural re- 
sources in Canada, and 


(b) any right to an amount computed by reference 
to the production, including profit, from, or to the 
value of production from, mineral deposits and 
sources in Canada and other natural résources in 
Canada; 


“periodic pension payment’ does not include a 
pension payment arising in Canada that is 


(a). a lump sum payment, ora. payment that can 
reasonably be considered, to be an instalment of a 
lump sum amount, under a registered pension 
plan, 


(b) a payment before maturity, or a payment in 
full or partial commutation of the retirement in- 
come, under a registered. retirement savings plan, 


(c) a payment at any time*in:a calendar year 
under a registered retirement income fund where 
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the total of all payments made under the fund at 
or before that time and in the year, other than 


(i) a payment or portion thereof that is not re- 
quired by section 146.3 of the Income Tax Act 
to be included in computing the income of any 
person and that is not included under para- 
graph 212(1)(q) of that Act in respect of any 
person, and 


(ii) a payment in respect of which a deduction 
is available under paragraph 60(1) of the Jn- 
come Tax Act in computing the income of 
any person, 


exceeds the greater of 


(iii) twice the amount that would be the mini- 
mum amount under the fund for the year, and 


(iv) ten per cent of the amount that would be 
the fair market value of the property held in 
connection with the fund at the beginning of 
the year, 


if all property transferred in the year and before 
that time to the carrier of the fund as considera- 
tion under the fund had been transferred immedi- 
ately before the beginning of the year and if the 
definition “minimum amount” in paragraph 
146.3(1)(b.1) of the Income Tax Act were appli- 
cable with respect to all registered retirement in- 
come funds, or 


(d) a payment to a recipient at any time in a cal- 
endar year under an arrangement, other than a 
plan or fund referred to in paragraphs (a) to (c), 
where 


(i) the payment is not 


(A) one of a series of annual or more fre- 
quent payments to be made over the life- 
time of the recipient or over a period of at 
least 10 years, 


(B) one of a series of annual or more fre- 
quent payments each of which is contin- 
gent on the recipient continuing to suffer 
from a physical or mental impairment, or 


(C) a payment to which the recipient is en- 
titled as a consequence of the death of an 
individual who was in receipt of periodic 
pension payments under the arrangement, 
and that is made under a guarantee that a 
minimum number of payments will be 
made in respect of the individual, or 


(i1) at the time the payment is made, it may 
reasonably be concluded that 


(A) the total amount of payments (other 
than excluded payments) under the ar- 
rangement to the recipient in the year will 
exceed twice the total amount of payments 
(other than excluded payments) made 
under the arrangement to the recipient in 
the immediately preceding year, otherwise 
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than because of the fact that payments 
commenced to be made to the recipient in 
the preceding year and were made for a pe- 
riod of less than twelve months in that 
year, or 


(B) the total amount of payments (other 
than excluded payments) under the ar- 
rangement to the recipient in the year will 
exceed twice the total amount of payments 
(other than excluded payments) to be made 
under the arrangement to the recipient in 
any subsequent year, otherwise than be- 
cause of the termination of the series of 
payments or the reduction in the amount of 
payments to be made after the death of any 
individual, 


and, for the purposes of this subparagraph, 

“excluded payment” means a payment that is 

neither a periodic payment nor a payment de- 

scribed in any of clauses (1)(A) to (C). 
History: “Periodic pension payment” added by 1993, c. 24, s. 147, 
applicable with respect to amounts paid after 1991. 


Special note re s. 5: 1993, c. 24, subsec. 84(10) (re-enacted as 
1994, c. 7, Sched. VIII, subsec. 84(10)), provides as follows: 


(10) Notwithstanding subsection (9), [amended ITA 
146.3(1)“minimum amount’”] does not apply for the purposes of 
section 5 of the Income Tax Conventions Interpretation Act, 
with respect to payments made before 1993. 


5.1 Definition of “pension” — For the purposes 
of the definitions “annuity” and “periodic pension 
payment” in section 5, “pension” includes payments 
arising in Canada under 


(a) a registered pension plan; 

(b) a registered retirement. savings plan; 

(c) a registered retirement income fund; 

(d) a retirement compensation arrangement; 

(e) a deferred profit sharing plan; 

(f) a plan that is deemed by subsection 147(15) of 
the Income Tax Act not to be a deferred profit 
sharing plan; 

(g) an annuity contract purchased under a plan re- 
ferred to in paragraph (e) or (f); 

(h) an annuity contract where the amount paid by 
or on behalf of an individual to acquire the con- 
tract was deductible under paragraph 60(1) of the 
Income Tax Act in computing the individual’s in- 
come for any taxation year (or would have been 
so deductible if the individual had been resident 
in Canada); and 

(i) a superannuation, pension or retirement plan 
not otherwise referred to in this section. 


History: S. 5.1 added by 1993, c. 24, s. 148, applicable with re- 
spect to amounts paid after 1991. 


6. Meaning of “interest” — Notwithstanding sec- 
tion 3, the meaning of the term “interest” in any con- 
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vention given the force of law in:Canada before No- 
vember 19, 1974 does not include any amount paid 
or credited, pursuant to an agreement in writing en- 
tered into before June 23, 1983, as consideration for 


a guarantee referred to in paragraph 214(15)(a) of 
the Income Tax Act. 


6.1 Transitional — Where a taxation year of a tax- 
payer includes June 23, 1983, the additional tax pay- 
able under the Income Tax Act (except Part XIII 
thereof) by the taxpayer for the taxation year by vir- 


tue.of this Act shall be calculated in accordance with. 


the following formula 


B 
Ae ogi 
Cc 


where 


A is the amount of additional taxes payable under 
the Income Tax Act (except Part XIII thereof): by 
the taxpayer for the taxation year by virtue of this 
Act, 


T is the amount of additional taxes payable under 
the Income Tax Act (except Part XIII thereof) by 
the taxpayer for the taxation year by virtue of this 
Act (except this section), 


Bis the number of days in the taxation year after 


S. 7(b) 


~ June 23; 1983, and 
Cis the number of days in the taxation year. 


History: S. 6.1 added by 1985, c. 48 (ist Supp.), s. 2, applicable to 
taxation years ending after June 23, 1983. 


6.2 Partnerships — Notwithstanding the provi- 
sions of a,convention between Canada and, another 
state.or the Act giving it the force of law in Canada, 
it is hereby, declared, that the law of Canada. is that, 
for the purposes of the application of the convention 
and the Income Tax Act to.a person who is a resident 
of Canada, a partnership of which that person is a 
member is neither a resident nor an enterprise of that 
other state. : | 


| History:.S. 6.2 added by 1991, c. 49, s. 220, applicable to taxation 


years ending after June 23, 1983. 
Application 


7. Application — This Act applies 


(a) in the case of tax under Part XIIL of the /n- 
come Tax Act, to amounts paid or credited after 
June 23, 1983; and 


(b) in all other cases, to taxation years ending af- 
ter June 23, 1983. 
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Canada—United States Income Tax Convention, 1980 


(Enacted in Canada by S.C. 1984, c. 20; 1995 Protocol enacted in Canada by S.C. 1995, c. 34, Royal 
Assent November 8, 1995.) 


Background 


The Income Tax Convention (treaty) between Canada and the United States was signed on September 26, 
1980, and amended by Protocols signed on June 14, 1983 and March 28, 1984. Instruments of ratification 
were exchanged on August 16, 1984. This Convention supersedes the former Canada-United States Conven- 
tion, signed in 1942. A third Protocol, signed on March 17, 1995 (replacing one earlier signed on August 31, 
1994), came into force with instruments of ratification exchanged on November 9, 1995. 


On April 26, 1984, the United States Treasury Department released a technical explanation of the Conven- 
tion. A news release issued by the Canadian Department of Finance on August 16, 1984 states that the techni- 
cal explanation “accurately reflects understandings reached in the course of negotiations with respect to the 
interpretation and application of the various provisions in the 1980 Tax Convention as amended”. The rele- 
vant portion of the technical explanation is reproduced below after each paragraph of the relevant Article. 


On June 13, 1995, the U.S. Treasury Department released a technical explanation of the March 17, 1995 
Protocol. The Canadian Minister of Finance indicated that “Canada agrees that the technical explanation 
accurately reflects understandings reached in the course of negotiations with respect to the interpretation and 
application of the various provisions in the Protocol”: Department of Finance news release 95-048, June 13, 
1995. The relevant portion of this technical explanation is also reproduced below with the text. 


[For reference to the Canada-United States Social Security Agreement, see Information Circular 84-6. ] 


Table of Contents 


Article I — Personal Scope 
Article II — Taxes Covered 


Article If — General Definitions 
Article [V — Residence 
Article V — Permanent Establishment 


Article VI — Income from Real Property 

Article VI — Business Profits 

Article VU — Transportation 

Article IX — Related Persons 

Article X —— Dividends 

Article XI — Interest 

Article XII — Royalties 

Article XUI — Gains 

Article XIV — Independent Personal Services 

Article XV — Dependent Personal Services 

Article XVI — Artistes and Athletes 

Article XVII — Withholding of Taxes in Respect of Personal Services 
Article XVIII — Pensions and Annuities 

Article XIX — Government Service 

Article XX — Students _ 

Article XXI — Exempt Organizations 

Article XXII — Other Income 

Article XXIIf — Capital 

Article XXIV — Elimination of Double Taxation 
Article XXV — Non-Discrimination 

Article XX VI — Mutual Agreement Procedure 

Article XX VI A — Assistance in Collection 

Article XX VII — Exchange of Information 

Article XX VIII — Diplomatic Agents and Consular Officers 
Article XXIX — Miscellaneous Rules 

Article XXIX A — Limitation on Benefits 

Article XXIX B — Taxes Imposed by Reason of Death 
Article XXX — Entry Into Force 

Article XXXI — Termination 
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~ CONVENTION BETWEEN CANADA AND THE UNITED STATES OF AMERICA WITH RE- 
SPECT TO TAXES ON INCOME AND’‘ON CAPITAL SIGNED ON SEPTEMBER 26, 1980, AS 
AMENDED BY THE PROTOCOLS SIGNED ON JUNE 14, 1983, MARCH 28, 1984 AND 
MARCH 17, 1995 


Canada and the United States of America, desiring to conclude , ‘a Convention for the avoidance of double 
taxation and the prevention of fiscal evasion with EPR to taxes on income and on capital, have agreed as 


follows: 


Application of the 1995 Protocol: Future consultations, and the 
coming into force of the Protocol are covered in Articles 20 and 21. 


Article 20 provides that the appropriate authorities of each country 
will consult within a three year period with a view to determining 
whether further reductions. in the*withholding rates should be intro- 
duced and whether amendments to the new limitation of benefits 
provisions would be appropriate. The authorities will also consult 
after a three year period to consider giving effect to the new arbitra- 
tion procedure provided for under Article XXVI CN Agree- 
ment Procedure). 


| Article 20 reads: 


1. The appropriate authorities of the Contracting States shall 
consult within a three-year period from the date on which this 
Protocol enters into force with respect to. further reductions in 
withholding taxes provided in the Convention, and with re- 
spect to the rules in Article XXIX A (Limitation on Repeats) 
of the Convention. 


2. The appropriate authorities of the Contracting States shall 
consult after a three-year period from the date on which the 
Protocol enters into force in order to determine whether it is 
appropriate to make the exchange of notes referred to in Arti- 
cle XX VI (Mutual Agreement Procedure) of the Convention. 


Article 21 sets out the mechanism for the entry into force of the 
Protocol and the application of its provisions. In general, the provi- 
sions of the Protocol will be effective for the withholding tax as of 
the first day of the second month following the entry into force of 
the Protocol and, for other’taxes, for taxable periods beginning on 
and after the first day of January following the entry into force of 
the Protocol. However, special rules are provided for a phased re- 
duction of the withholding tax on direct dividends and the branch 
profits tax and for the provisions of Article XXVI.A (Assistance in 
Collection). The provisions relating to the US estate tax in Article 
XXIX B (Taxes Imposed by Reason of Death) are effective retroac- 
tively for deaths occurring after November 10, 1988. 


Article 21 reads: 


1. This Pibical shall be subject to ratitioabibibl in accordance 
with the applicable procedures in Canada and ‘the: United 
States and instruments of ratification shall be exchanged as 
soon as possible. 


2. The Protocol shall enter into force upon the exchange of 
instruments of :ratification, and shall have effect: 


(a) For tax withheld at the source on income referred to 
in Articles’X (Dividends), XI (Interest), XII (Royalties) 
and XVIII (Pensions and Annuities) of the Convention, 
except on income referred to in paragraph 5 of Article » 
XVII of the Convention (as it read before the entry into 
force of this Protocol), with respect to amounts paid or 
credited on or after the first day of the second month next 
following the date on which the Protocol enters into 
force, except that the reference in paragraph 2(a) of Arti- 
cle X (Dividends) of the Convention, as amended by the 
Protocol, to “5 per cent” shall be read, in its application 
to amounts paid or credited on or after that first day: 


(i) Before 1996, as \““7 per cent”; and 
(ii) After 1995 and before 1997, as “6 per cent”; and 


(b) For other taxes, with respect to taxable years begin- 
ning on or.after the first. day of January next following 
the date.on which the Protocol enters into force, except 
that the reference in paragraph 6 of Article X (Dividends) 
of the Convention, as amended by the Protocol, to “5 per 
cent” shall be read, in its application to taxable years be- 
ginning on or after that first day and ending before 1997, 
as “6 per cent”. 


3. Notwithstanding the provisions of paragraph 2, Article 
XXVI A (Assistance in Collection) of the Convention shall 
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have effect for revenue claims finally determined by a re- 
questing State after the date that is 10 years before the date on 
which the Protocol enters into force. 


4. Notwithstanding the provisions of paragraph 2, paragraphs 
2 through 8 of Article XXIX B (Taxes Imposed by Reason of 
Death) of the Convention (and paragraph 2 of Article II 
(Taxes Covered) and paragraph 3(a) of Article XXIX (Mis- 
cellaneous Rules) of the Convention, as amended by the Pro- 
tocol, to the extent necessary to implement paragraphs 2 
through 8 of Article XXIX B (Taxes Imposed by Reason of 
Death) of the Convention) shall, notwithstanding any limita- 
tion imposed under the law of a Contracting State on the as- 
sessment, reassessment or refund with respect to a person’s 
return, have effect with respect to deaths occurring after the 
date on which the Protocol enters into force and, provided 
that any claim for refund by reason of this sentence is filed 
within one year of the date on which the Protocol enters into 
force or within the otherwise applicable period for filing such 
claims under domestic law, with respect to benefits provided 
under any of those paragraphs with respect to deaths occur- 
ring after November 10, 1988. 


5. Notwithstanding the provisions of paragraph 2, paragraph 
2 of Article 3 of the Protocol shall have effect with respect to 
taxable years beginning on or after the first day of January 
next following the date on which the, Protocol enters into 
force. 


Technical Explanation [1995 Protocol]: 
Article 20 


Article 20 of the Protocol does not amend the text of the Conven- 
tion. It states two understandings between the Contracting States re- 
garding future action relating to matters dealt with in the Protocol. 
Paragraph 1 requires the appropriate authorities of the Contracting 
States to consult on two matters within three years from the date on 
which the Protocol enters into force. First, they will consult with a 
view to agreeing to further reductions in withholding rates on divi- 
dends, interest and royalties under Articles X, XI, and XII, respec- 
tively. This provision reflects the fact that, although the Protocol 
does significantly reduce withholding rates, the United States re- 
mains interested in even greater reductions, to further open the capi- 
tal markets and fulfill the objectives of the North American Free 
Trade Agreement. Second, the appropriate authorities of the Con- 
tracting States will consult about the rules in Article XXIX A (Limi- 
tation on Benefits). By that time, both Contracting States will have 
had an opportunity to observe the operation of the Article, and the 
United States will have had greater experience with the correspond- 
ing provisions in other recent U.S. tax conventions. 


Paragraph 2 of Article 20 also requires consultations between the 
appropriate authorities, after the three-year period from the date on 
which the Protocol enters into force, to determine whether to imple- 
ment the arbitration procedure provided for in paragraph 6 of Arti- 
cle XXVI (Mutual Agreement Procedure), added by Article 14 of 
the Protocol. The three-year period is intended to give the authori- 
ties an opportunity to consider how arbitration has functioned in 
other tax conventions, such as the U.S.-Germany Convention, 
before implementing it under this Convention. 


Article 2] 


Article 21 of the Protocol provides the rules for the entry into force 
of the Protocol provisions. The Protocol will-be subject to ratifica- 
tion according to the normal procedures in both Contracting States 
and instruments of ratification will be exchanged as soon as possi- 
ble. Upon the exchange of instruments, the Protocol will enter into 
force. 


Paragraph 2(a) of Article 21 generally governs the entry into force 
of the provisions of the Protocol for taxes withheld at source, while 
paragraph 2(b) generally governs for other taxes. Paragraphs 3, 4, 
and 5 provide special rules for certain provisions. 


Canada—U.S. Tax Convention 


Paragraph 2(a) provides that the Protocol generally will have effect 
for taxes withheld at source on dividends, interest, royalties, and 
pensions and annuities (other than: social. security benefits), under 
Articles X, XI, XII, and XVIII, respectively, with respect to 
amounts paid or credited on or after the first day of the second 
month following the date on which the Protocol enters into force 
(i.e., the date on which instruments of ratification are exchanged). 
However, with respect to direct investment dividends, the 5 percent 
rate specified in paragraph 2(a) of Article X will be phased in as 
follows: (1) for dividends paid or credited after the first day of the 
second month referred to above, and during 1995, the rate of with- 
holding will be 7 percent; (2) for dividends paid or credited after the 
first day of the second month, and during 1996, the rate will be 6 
percent; and (3) for dividends paid or credited after the first day of 
the second month and after 1996, the rate will be 5 percent. 


For taxes other than those withheld at source and for the provisions 
of the Protocol relating to taxes withheld on social security benefits, 
the Protocol will have effect with respect to taxable years beginning 
on or after the first day of January following the date on which the 
Protocol enters into force. However, the rate of tax applicable to the 
branch tax under paragraph 6 of Article X (Dividends) will be 
phased in in a manner similar to the direct investment dividend 
withholding tax rate; that is, a rate of 6 percent will apply for taxa- 
ble years beginning in 1996 and a rate of 5 percent will apply for 
taxable years beginning in 1997 and subsequent years. 


Paragraph 3 of Article 21 provides a special effective date for the 
provisions of the new Article XXVI A (Assistance in Collection) of 
the Convention, introduced by Article 15 of the Protocol. Collection 
assistance may be granted by a Contracting State with respect to a 
request by the other Contracting State for a claim finally determined 
by the requesting State after the date that is ten years before the date 
of the entry into force of the Protocol. Thus, for example, if instru- 
ments of ratification are exchanged on July 1, 1995, assistance may 
be given by Canada under Article XXVI A for a claim that was 
finally determined in the United States at any time after July 1, 
1985. . 


Paragraph 4 of Article 21 provides special effective date provisions 
for paragraphs 2 through 7 of the new Article XXIX B (Taxes Im- 
posed by Reason of Death) of the Convention, introduced by Article 
18 of the Protocol, and certain related provisions elsewhere in the 
Convention. These special effective date provisions are discussed 
above in connection with Article 18. 


Finally, paragraph 5 of Article 21 provides a special effective date 
for paragraph 2 of Article 3 of the Protocol, which provides a new 
residence rule for certain “continued” corporations. Under para- 
graph 5, the new residence rule for such corporations will have ef- 
fect for taxable years beginning on or after the first day of January 
following the date on which the Protocol enters into force. 


Article |— Personal Scope 


This Convention is generally applicable to persons 
who are residents of one or both of the Contracting 
States. 


Technical Explanation [1984]: 


Article I provides that the Convention is generally applicable to per- 
sons who are residents of either Canada or the United States or both 
Canada and the United States. The word “generally” is used because 
certain provisions of the Convention apply to persons who. are re- 
sidents of neither Canada nor the United States. 


Article Il— Taxes Covered 
1. This Convention shall apply to taxes on income 


and on capital imposed on behalf of each Con- 
tracting State, irrespective of the manner in which 
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they are levied. 
Technical Explanation [1984]: 


Paragraph 1 states that the Convention applies to taxes “on income 
and on capital” imposed on behalf of Canada and the United States, 
irrespective of the manner in which such taxes are levied. Neither 
Canada nor the United States presently impose taxes on capital. Par- 
agraph | is not intended either to broaden or to, limit paragraph 2, 
which provides. that the Convention shall apply, in the case of Can- 
ada; to the taxes imposed by the Government of Canada under Parts 
I, XIII, and XIV of the Income Tax Act and, in the case of the 
United States, to the Federal income taxes imposed by the Internal 
Revenue Code (‘the Code”). 


National taxes not generally covered by the Convention include, in 
the case of the United States, the estate, gift, and generation-skip- 
ping transfer taxes, the Windfall Profits Tax, Federal unemployment 
taxes, social security taxes imposed under sections 1401, 3101, and 
3111.o0f the Code, and the excise tax on insurance premiums im- 
posed under Code section 4371. The Convention also does not gen- 
erally cover the Canadian excise tax on net insurance premiums 
paid by residents of Canada for coverage of a risk situated in Can- 
ada, the Petroleum and Gas Revenue Tax (PGRT) and the Incre- 
mental Oil Revenue Tax (ORT). However, the Convention has the 
effect of covering the Canadian social security, tax in certain re- 
spects because under Canadian domestic tax law no such tax is due 
if there is no income subject to tax under the Income Tax Act of 
Canada. Taxes imposed by the states of the United States, and by 
the provinces of Canada, are not generally covered by the Conven- 
tion. However, if such taxes are imposed in accordance with the 
provisions of the Convention, a foreign tax credit is ensured by par- 
agraph 7 of Article XXIV (Elimination of Double Taxation). 


2. Notwithstanding paragraph 1, the taxes existing 
on March 17, 1995 to which the Convention shall 
apply are: . 
(a) in the case of Canada, the taxes imposed by 
the Government of Canada under the Income Tax 
Act; and 


(b) in the case of the United States, the Federal 
income taxes imposed by the Internal Revenue 
Code of 1986. However, the Convention shall ap- 
ply to: 
(i) the United States accumulated earnings tax 
and personal holding company tax, to the ex- 
tent, and only to the extent, necessary to im- 
plement the provisions of paragraphs 5 and 8 
of Article X (Dividends); 


(ii) the United States excise taxes imposed 
with respect to private foundations, to the ex- 
tent, and only to the extent, necessary to im- 
plement the provisions of paragraph 4 of Arti- 
cle XXI (Exempt Organizations); 


(iii) the United States social security taxes, to 
the extent, and only to the extent, necessary to 
implement the provisions of paragraph 2 of 
Article XXIV (Elimination of Double Taxa- 
tion) and paragraph 4 of Article XXIX (Mis- 
cellaneous Rules); and 


(iv) the United States estate taxes imposed by 
the Internal Revenue Code of 1986, to the ex- 
tent, and only to the extent, necessary to im- 
plement the provisions of paragraph 3(g) of 
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Article XX VI (Mutual Agreement Procedure) 
and Article XXIX B (Taxes Imposed by Rea- 
son of Death). 


Related Provisions: Art. XX VI A:9 — Cross-border collection 
assistance applies to other taxes as well. 


History: Para. 2 amended by 1995 Protocol, article 1, generally ef- 
fective with respect to taxable years begining on or after January |, 
1996 (see Art. 21(2) and (4) under “Application of the 1995 Proto- 
col” above). Para. 2 formerly read: 


2. The existing taxes to which the Convention shall apply are: 


(a) in the case of Canada, the taxes imposed by the Goy- 
--ernment of Canada under Parts I, XIII and XIV of the 
Income Tax Act; and 


(b) in the case of the United States, the Federal income 
taxes imposed by the Internal Revenue Code. 


Technical Explanation [1995 Protocol]: 


Article 1 of the Protocol amends Article II (Taxes Covered) of the 
Convention. Article II identifies the taxes to, which the Convention 
applies. Paragraph 1.of Article 1 replaces paragraphs 2 through 4 of 
Article Il of the Convention with new paragraphs 2 and 3. For each 
Contracting State, new paragraph 2 of Article II specifies the taxes 
existing on the date of signature of the Protocol to which the Con- 
vention applies. New paragraph 3 provides that the Convention will 
also. apply to taxes identical or substantially similar to those speci- 
fied in paragraph 2, and to any new capital taxes, that are imposed 
after the date of signature of the Protocol. 


New paragraph 2(a) of Article I describes the Canadian taxes cov- 
ered by the Convention. As amended by the Protocol, the Conven- 
tion will apply to all taxes imposed by the Government of Canada 
under the Income Tax Act. 


New paragraph 2(b) of Article II amends the provisions identifying 
the U.S. taxes covered by. the Convention in several respects, The 
Protocol incorporates into paragraph 2(b). the special rules found in 
paragraph 4 of Article II of the present Convention. New paragraph 
2(b)(iii) conforms the rule previously found in paragraph 4(c) of Ar- 
ticle Il to the amended provisions of Article XXIV (Elimination of 
Double Taxation), under which Canada has agreed to grant a for- 
eign tax credit for U.S. social security taxes. In addition, the Proto- 
col adds a fourth special rule to reflect the addition to the Conven- 
tion of new Article XXIX B (Taxes Imposed by Reason of Death) 
and related provisions.in new paragraph 3(g) of Article XXVI (Mu- 
tual Agreement Procedure). 


Article 1 of the Protocol also makes minor clarifying, non-substan- 
tive amendments to paragraphs 2 and 3 of the Article. 


Technical Explanation [1984]: 


Paragraph 2 contrasts with paragraph 1 of the Protocol to the 1942 
Convention, which refers to “Dominion income taxes.” In addition, 
unlike the 1942 Convention, the Convention does not contain a ref- 
erence to “surtaxes and excess-profits taxes.” 


3. The Convention shall apply also to: 


(a) any taxes identical or substantially similar to 
those taxes to which the Convention applies 
under paragraph 2; and 


(b) taxes on capital; 
which are imposed after March 17, 1995 in addition 
to, or in place of, the taxes to which the Convention 
applies under paragraph 2. 


History: Para. 3 amended by 1995 Protocol, article 1, generally ef- 
fective with respect to taxable years begining on or after January iE 
1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
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above). Para. 3 formerly. read: 


3. The Convention shall apply also to: 


(a) any identical or substantially similar taxes on income; 
and 


(b) taxes on capital 

which are imposed after the date of signature of the Conven- 

tion in addition to, or in place of, the existing taxes. 
Technica! Explanation [1995 Protocol]: 
See under para. 2. 
Technical Explanation [1984]: 
Paragraph 3 provides that the Convention also applies to-any taxes 
identical or substantially similar to the taxes on income in existence 
on September 26, 1980 which are imposed in addition to or in place 
of the taxes existing on that date. Similarly, taxes on capital im- 
posed after that date are to be covered. 


[i was agreed that Part L of the Income Tax Act of Canada is a‘cov- 
ered tax even though Canada has made certain modifications in the 
Income Tax Act after the signature of the Convention and before the 
signature of the 1983 Protocol. In particular, Canada has enacted a 
low flat rate tax on petroleum production (the PGRT) which, at the 
time of the signature of the 1983 Protocol, is imposed generally at a 
statutory rate of 14.67 percent for the period June 1, 1982 to May 
31, 1983, and at 16 percent thereafter, generally reduced to an effec- 
tive rate of 11 percent or 12 percent after deducting a 25 percent 
resource allowance. The PGRT is not deductible in computing in- 
come for Canadian income tax purposes. This agreement is not in- 
tended to have implications for any other convention or for the in- 
terpretation of Code sections 901 and 903. Further, the PGRT and 
f{ORT are not taxes described in paragraphs 2 or 3. 


4. [Repealed] 


History: Para. 4 repealed by 1995 Protocol, article 1, generally ef- 
fective with respect to taxable years begining on or after January 1, 
1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 4 formerly read: 


4, Notwithstanding the provisions of paragraphs 2(b) and 3, 
the Convention shall apply to: 


(a) the United States accumulated earnings tax and per- 
sonal holding company tax, to the extent, and only to the 
extent, necessary to implement the provisions of 
paragraphs 5 and 8 of Article X (Dividends); 


(b) the United States excise taxes imposed with respect to 
private foundations, to the extent, and only to the extent, 
necessary to implement the provisions of paragraph 4 of 
Article XXI (Exempt Organizations); and 
(c) the United States social security taxes, to the extent, 
and only to the extent, necessary to implement the provi- 
sions of paragraph 4 of Article XXIX (Miscellaneous 
Rules). 
Technical Explanation [1984]: 
Paragraph 4 provides that, notwithstanding paragraphs 2 and. 3, the 
Convention applies to certain United States taxes for certain speci- 
fied purposes: the accumulated earnings tax and personal holding 
company tax are covered only to the extent necessary to implement 
the provisions of paragraphs 5 and 8 of Article X (Dividends); the 
excise taxes imposed with respect to private foundations are cov- 


ered only to the extent necessary to implement the provisions of 


paragraph 4 of Article XXI (Exempt Organizations); and the social 
security taxes imposed under sections 1401, 3101, and 3111 of the 
Code are covered only to the extent necessary to implement the pro- 
visions of paragraph 4 of Article XXIX (Miscellaneous Rules). The 
pertinent provisions of Articles X, XXI, and XXIX are described 
below, Canada has no national taxes similar to the United States 
accumulated earnings tax, personal holding company tax, or excise 
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taxes imposed with respect to private foundations. 


Article II does not specifically refer to interest, fines and Satan 
Thus, each Contracting State may, in general, impose interest, fines, 
and penalties or pay interest pursuant to its domestic laws. Any 
question whether such items are being imposed or paid in connec- 
tion with covered taxes in a manner consistent with provisions of 
the Convention, such as Article XXV (Non-Discrimination), may, 
however, be resolved by the competent authorities pursuant to Arti- 
cle XXVI (Mutual Agreement Procedure). See, however, the discus- 
sion below of the treatment of certain interest under Articles XXIX 
(Miscellaneous Rules) and XXX (Entry Into Force). 


Article IIl— General Definitions 


1. For the purposes of this Convention, unless the 
context otherwise requires: 


(a) when used in a geographical sense, the term 
“Canada” means the territory of Canada, includ- 
ing any area beyond the territorial seas of Canada 
which, in accordance with international law and 
the laws of Canada, is an area within which Can- 
ada may exercise rights with respect to the seabed 
and subsoil and their natural resources; 


(b) the term “United States” means: 


(i) the United States of America, but does not 
include Puerto Rico, the Virgin Islands, Guam 
or any other United States possession or terri- 
tory; and 


(ii) when used in a geographical sense, such 
term also includes any area beyond the territo- 
rial seas of the United States which, in accor- 
dance with international law and the laws of 
the United States, is an area within which the 
United States may exercise rights with respect 
to the seabed and subsoil and their natural 
resources; 


(c) the term ‘‘Canadian tax” means the taxes re- 
ferred to in Article IJ (Taxes Covered) that are 
imposed on income by Canada; 


(d) the term “United States tax” means the taxes 
referred to in Article IT (Taxes Covered), other 

than in subparagraph (b)(i) to (iv) of paragraph 2 
thereof, that are imposed on income by the 
United States; 


(e) the term “person” includes an individual, an 
estate, a trust, a company and any other body of 
persons; 

(f) the term “company” means any body corpo- 
rate or any entity which is treated as a body cor- 
porate for tax purposes; 

(g) the term “competent authority” means: 


(i). in the case of Canada, the Minister of Na- 
tional Revenue or his authorized representa- 
tive; and 
(ii) in the case of the United States, the Secre- 
tary of the Treasury or his delegate; 
(h) the term “international traffic” with reference 
to a resident of a Contracting State means any 
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voyage of a ship or aircraft to transport passen- 
gers or property (whether or not operated or used 
by that resident) except where the principal pur- 
pose of the voyage is to transport passengers or 
property between places within the other Sens 
tracting State; 


(i) the term “State” means any Ft State, 
whether or not a Contracting State; and 


(j) the term “the 1942 Convention’? means. the 

~ Convention and Protocol between Canada and the 
United States for the Avoidance of Double Taxa- 

_tion and the Prevention of Fiscal Evasion in the 
case of Income Taxes signed at Washington on 
“March 4, 1942, as amended by the Convention 
signed at. Ottawa on June 12, 1950, by, the Con- 
vention signed at Ottawa on. August 8, 1956 and 
by the Supplementary Convention: signed at 
Washington on October 25, 1966. 


Related Provisions: Income Tax Conventions Interpretation Act 
3 — Meanings of undefined terms; 5 — Definitions of, “annuity”, 
“Canada”, “immovable property”, “real property”, periodic pen- 
sion payment”; 6 — Definition of “interest”. 


History: Subparas. 1(c).and (d). amended. by 1995 Protocol, aslo 
2, generally effective with respect to taxable years begining on or 
after January 1, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol” above). Subparas. (c) and (d) formerly read: 
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(c) the term “Canadian tax” means the Canadian, taxes fe- 
ferred to in paragraphs 2(a) and 3(a) of Article If (Taxes 
Covered); 

(d) the term “United States tax” means the United States 
taxes referred to in paragraphs 2(b) and 3(a) of Article IT 
(Taxes Covered), 


Subpara. 1(h) amended by. 1983 Decisis article I. 


Selected Cases [Arrt. ll}: Cudd Pressure Control Inc. v. Canada, 
[1995] 2 C.T.C. 2382 (TCC) (Convention does not provide separate 
scheme for calculating industrial and commercial profits separate 
from domestic legislative,schemes). 


Technical Explanation [1995 Protocol]: 


This Article of the Protocol amends paragraphs 1(c) and 1(d) of Ar- 
ticle II (General Definitions) of the Convention. These paragraphs 
define the terms “Canadian tax” and “United States tax,” respec- 
tively. The present Convention defines “Canadian tax” to mean the 
Canadian taxes specified in paragraph 2(a) or 3(a) of Article I 
(Taxes Covered), ie., Canadian income taxes. It similarly defines 
the term “United States tax” to mean the U.S. taxes specified in par- 
agraph 2(b) or 3(a) of Article Il, i.e, U.S. income taxes. 


As amended by the Protocol, paragraph 2(a) of Article II of the 
Convention covers all taxes imposed by Canada under its Income 
Tax Act, including certain taxes that are not income taxes, As ex- 
plained below, paragraph 2(b) is similarly amended by the Protocol 
to include’ certain U.S. taxes that are not income taxes. It was, there- 
fore, necessary to amend ‘the terms “Canadian tax” and “United 
States tax” so that they would continue to refer exclusively to the 
income taxes imposed by: each Contracting State. The amendment 
to the definition of the term “Canadian tax” ensures, for example, 
that the Protocol will not obligate the United States to give a foreign 
tax credit under Article XXIV (Elimination of Double Taxation) for 
covered taxes other than income taxes. 


The definition of “United States tax,” as amended, excludes certain 
United States taxes that are covered in Article II only for certain 
limited purposes-under the Convention. ‘These include the accumu- 
lated earnings tax, the personal holding company tax, foundation 
excise taxes, social security taxes, and estate taxes, To the extent 
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that these are to be creditable taxes in Canada, that fact is specified 
elsewhere in the Convention. A Canadian income tax credit for U.S. 
social security taxes is provided in new paragraph 2(a)(ii) of Article 
XXIV (Elimination of Double Taxation). A Canadian income tax 
credit for the U.S. estate taxes is provided in paragraph 6 of new 
Article XXIX B (Taxes Imposed by Reason of Death). 


Technical Explanation [1984]: 


Article III provides definitions and general rules of interpretation 
for the Convention. Paragraph 1(a) states that the term “Canada,” 
when used in a’ geographical sense, means the territory of Canada, 
including any area beyond the territorial seas of Canada which, 
under international. law and the laws of Canada, is an area within 
which Canada may exercise rights with respect to the seabed and 
subsoil and their natural resources. This definition differs only in 
form from the definition of Canada in the 1942 Convention; para- 
graph 1(a) omits the reference in the 1942 Convention to “the Prov- 
inces, the Territories and Sable Island” as unnecessary. 


Paragraph 1(b)(i) defines the term “United States” to mean the 
United States of America. The term does not include Puerto Rico, 
the Virgin Islands, Guam, or any other United States possession or 
territory, 


Paragraph 1(b)(ii) states that when the term “United States” is used 
in a geographical sense the term also includes any area beyond the 
territorial seas of the United States which, under international law 
and the laws of the United States, is an area within which the United 
States may exercise rights with respect to the seabed and subsoil 
and their natural resources. 


Paragraph 1(c) defines the term “Canadian tax” to mean the taxes 
imposed by the Government of Canada under Parts I, XIII, and XIV 
of the Income Tax Act as in existence on September 26, 1980 and 
any identical or substantially similar taxes on income imposed by 
the Government of Canada after that date and which are in addition 
to or in place of the then existing taxes. The term does not extend to 
capital taxes, if and when such taxes are ever imposed by Canada. 


Paragraph 1(d) defines the term “United States tax” to mean the 
Federal income taxes imposed by the /nternal Revenue Code as in 
existence on September 26, 1980 and any identical or substantially 
similar taxes on income imposed by the United States after that date 
in addition to or in place of the then existing taxes. The term does 
not extend to capital taxes, nor to the United States taxes identified 
in paragraph 4 of Article Il (Taxes Covered). 


Paragraph 1(e) provides that the term “person” includes an individ- 
ual, an estate, a trust, a company, and any other body of persons. 
Although both the United States and Canada do not regard partner- 
ships as taxable entities, the definition in the paragraph is broad 
enough to:include partnerships where necessary. 


Paragraph 1(f) defines the term “company” to mean any body cor- 
porate or any entity which is treated as a body corporate for tax 
purposes. 


The term ‘competent authority” is defined in paragraph 1(g) to 
mean, in the case of Canada, the Minister of National Revenue or 
his authorized representative and, in the case of the United States, 
the Secretary of the Treasury or his delegate. The Secretary of the 
Treasury has delegated the general authority to act as competent au- 
thority to the Commissioner of ‘the Internal Revenue Service, who 
has redelegated such authority to the Associate Commissioner (Op- 
erations). The Assistant Commissioner (Examination) has been del- 
egated the authority to administer programs for simultaneous, spon- 
taneous and industrywide exchanges of information. The Director, 
Foreign Operations District, has been delegated the authority to ad- 
minister programs for routine and specific exchanges of information 
and mutual assistance in: collection. The Assistant Commissioner 
(Criminal Investigations) has been delegated the authority to admin- 
ister the simultaneous criminal investigation program with Canada. 


Paragraph 1(h) defines the term * ‘international traffic” to mean, with 
reference to a resident of a Contracting State, any voyage of a ship 
or aircraft to transport passengers or property (whether or not oper- 
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ated or used by that resident), except where the principal purpose of 
the voyage is transport between points within the other Contracting 
State. For example, in determining for Canadian tax purposes 
whether a United States resident has derived profits from the opera- 
tion of ships or aircraft in international traffic, a voyage of a ship or 
aircraft (whether or not operated or used by that resident) that in- 
cludes stops in both Contracting States will not be international traf- 
fic if the principal purpose of the voyage is to transport passengers 
or property from one point in Canada to another point in Canada. 


Paragraph 1(i) defines the term “State” to mean any national State, 
whether or not a Contracting State. 


Paragraph 1(j) establishes “the 1942 Convention” as the term to be 
used throughout the Convention for referring to the pre-existing in- 
come tax treaty relationship between the United States and Canada. 


2. As regards the application of the Convention by a 
Contracting State any term not defined therein shall, 
unless the context otherwise requires and subject to 
the provisions of Article XX VI (Mutual Agreement 
Procedure), have the meaning which it has under the 
law of that State concerning the taxes to which the 
Convention applies. 


Technical Explanation [1984]: 


Article Ill provides definitions and general rules of interpretation 
for the Convention. Paragraph 1(a) states that the term “Canada,” 
when used in a geographical sense, means the territory of Canada, 
including any area beyond the territorial seas of Canada which, 
under international law and the laws of Canada, is an area within 
which Canada may exercise rights with respect to the seabed and 
subsoil and their natural resources. This definition differs only in 
form from the definition of Canada in the 1942 Convention; para- 
graph 1(a) oinits the reference in the 1942 Convention to “the Prov- 
inces, the Territories and Sable Island” as unnecessary. 


Paragraph 1(b)(i) defines the term “United States” to mean the 
United States of America. The term does not include Puerto Rico, 
the Virgin Islands, Guam, or any other United States possession o1 
territory. 


Paragraph 1(b)(ii) states that when the term “United States” is used 
in a geographical sense the term also includes any area beyond the 
territorial seas of the United States which, under international law 
and the laws of the United States, is an area within which the United 
States may exercise rights with respect to the seabed and subsoil 
and their natural resources. 


Paragraph 1(c) defines the term “Canadian tax” to mean the taxes 
imposed by the Government of Canada under Parts I, XIII, and XIV 
of the Income Tax Act as in existence on September 26, 1980 and 
any identical or substantially similar taxes on income imposed by 
the Government of Canada after that date and which are in addition 
to or in place of the then existing taxes. The term does not extend to 
capital taxes, if and when such taxes are ever imposed by Canada. 


Paragraph 1(d) defines the term “United States tax” to mean the 
Federal income taxes imposed by the Internal Revenue Code as in 
existence on September 26, 1980 and any identical or substantially 
similar taxes on income imposed by the United States after that date 
in addition to or in place of the then existing taxes. The term does 
not extend to capital taxes, nor to the United States taxes identified 
in paragraph 4 of Article Il (Taxes Covered). 


Paragraph 1(e) provides that the term “person” includes an individ- 
ual, an estate, a trust, a company, and any other body of persons. 
Although both the United States and Canada do not regard partner- 
ships as taxable entities, the definition in the paragraph is broad 
enough to include partnerships where necessary. 


Paragraph 1(f) defines the term “company” to mean any body cor- 
porate or any entity which is treated as a body corporate for tax 
purposes. 
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The term “competent authority” is defined in paragraph 1(g) to 
mean, in the case of Canada, the Minister of National Revenue or 
his authorized representative and, in the case of the United States, 
the Secretary of the Treasury or his delegate. The Secretary of the 
Treasury has delegated the general authority to act as competent au- 
thority to the Commissioner of the Internal Revenue Service, who 
has redelegated such authority to the Associate Commissioner (Op- 
erations). The Assistant Commissioner (Examination) has been del- 
egated the authority to administer programs for simultaneous, spon- 
taneous and industrywide exchanges of information. The Director, 
Foreign Operations District, has been delegated the authority to ad- 
minister programs for routine and specific exchanges of information 
and mutual assistance in collection. The Assistant Commissioner 
(Criminal Investigations) has been delegated the authority to admin- 
ister the simultaneous criminal investigation program with Canada. 


Paragraph 1(h) defines the term “international traffic” to mean, with 
reference to a resident of a Contracting State, any voyage of a ship 
or aircraft to transport passengers or property (whether or not oper- 
ated or used by that resident), except where the principal purpose of 
the voyage is transport between points within the other Contracting 
State. For example, in determining for Canadian tax purposes 
whether a United States resident has derived profits from the opera- 
tion of ships or aircraft in international traffic, a voyage of a ship or 
aircraft (whether or not operated or used by that resident) that in- 
cludes stops in both Contracting States will not be international traf- 
fic if the principal purpose of the voyage is to transport passengers 
or property from one point in Canada to another point in Canada. 


Paragraph 1(i) defines the term “State” to mean any national State, 
whether or not a Contracting State. 


Paragraph 1(j) establishes “the 1942 Convention” as the term to be 
used throughout the Convention for referring to the pre-existing in- 
come tax treaty relationship between the United States and Canada. 


Paragraph 2 provides that, in the case of a term not defined in the 
Convention, the domestic tax law of the Contracting State applying 
to the Convention shall control, unless the context in which the term 
is used requires a definition independent of domestic tax law or the 
competent authorities reach agreement on a meaning pursuant to 
Article XX VI (Mutual Agreement Procedure). The term “context” 
refers to the purpose and background of the provision in which the 
term appears. 


Pursuant to the provisions of Article XX VI, the competent authori- 
ties of the Contracting States may resolve any difficulties or doubts 
as to the interpretation or application of the Convention. An agree- 
ment by the competent authorities with respect to the meaning of a 
term used in the Convention would supersede conflicting meanings 
in the domestic laws of the Contracting States. 


Article lV — Residence 


1. For the purposes of this Convention, the term 
“resident” of a Contracting State means any person 
that, under the laws of that State, is liable to tax 
therein by reason of that person’s domicile, resi- 
dence, citizenship, place of management, place of in- 
corporation or any other criterion of a similar nature, 
but in the case of an estate or trust, only to the extent 
that income derived by the estate or trust is liable to 
tax in that State, either in its hands or in the hands of 
its beneficiaries. For the purposes of this paragraph, 
an individual who is not a resident of Canada under 
this paragraph and who is a United States citizen or 
an alien admitted to the United States for permanent 
residence (a “green card” holder) is a resident of the 
United States only if the individual has a substantial 
presence, permanent home or habitual abode in the 
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United States, and that individual’s personal and ec- 
onomic relations are closer to the United States than 
to any third State. The term “resident” of a Con- 
tracting State is understood to include: 


(a) the Government of that State or a political 


subdivision or local authority thereof or any, 


agency or instrumentality of any such govern- 
ment, subdivision or authority, and 


(b) 


(i) a trust, organization or other arrangement 
that is operated exclusively to administer or 
provide pension, retirement or employee ben- 
efits; and 


(11) a not-for-profit organization 


that was constituted in that State and that is, by. 


reason of its nature as such, generally exempt 
from income taxation in that State. 


Related Provisions: Income Tax Conventions Interpretation Act 
6.2 — Residence of partnership. 


History: Para. 1 amended by 1995 Protocol, article 3(1), generally 
effective with respect to taxable years begining on or after January 


1, 1996: (see Art. 21(2) under “Application of the 1995 ‘Protocol” 


above). Para. 1 formerly read: 


1. For the purposes of this Convention, the term “resident of a 
Contracting State” means any person who, under the laws of 
that State, is liable to tax therein by. reason of his domicile, 
residence, place of management, place of incorporation. or 
any other criterion of a similar nature, but in the case of an , 
estate or trust, only to the extent that income derived by such 
estate or trust is liable to tax in that State, either in its hands 
or in the hands of its beneficiaries. 


Technical Explanation [1995 Protocol]: 


Article 3 of the Protocol amends Article IV (Residence) of the Con- 
vention. It clarifies the meaning of the term “resident” in certain 
cases and adds a special rule, found in a number of recent U.S. trea- 
ties, for determining the residence, of U.S. citizens and “‘green-card” 
holders. 


The first sentence of paragraph 1 of Article IV sets forth the general 
criteria for determining residence under the Convention. It is 
amended by the Protocol to state explicitly that a person will be 
considered a resident of a Contracting State for purposes of the 
Convention if’he is liable to tax in that Contracting State by reason 
of citizenship. Although the sentence applies to both Contracting 
States, only the United States taxes its non-resident. citizens. in the 
same manner as its residents. Aliens admitted to the United States 
for permanent residence (“green card” holders) continue to qualify 
as U.S. residents under the first sentence of paragraph 1, because 
they are taxed by the United States as residents, regardless of where 
they physically reside. 


U.S. citizens and green card holders who reside outside the United 
States, however, may have. relatively little personal or economic 
nexus with the United States. The Protocol adds a second sentence 
to paragraph 1 that acknowledges this fact by limiting the cifcum- 
stances under which such persons are to be treated, for purposes of 
the Convention, as U.S. residents. Under that sentence, a U.S. citi- 
zen or green card holder will be treated as a resident of the United 
States for purposes of the Convention, and, thereby, be entitled to 
treaty benefits, only if (1) the individual has a substantial presence, 
permanent home, or habitual abode in the United States, and (2) the 
individual’s personal and economic relations with the United States 
are closer than those with any third country. If, however, such an 


individual is a resident of both the United States and Canada under’, 


the first sentence of the paragraph, his residence for purposes of the 


Art. IV 


Convention is determined. instead under the “‘tie-breaker” rules of 
paragraph 2 of the Article. 


The fact that a U.S. citizen who does not have close ties to the 
United States may not be treated as a U.S. resident under Article 1V 
of the Convention does not alter the application of the saving clause 
of paragraph 2 of Article XXIX (Miscellaneous Rules) to that citi- 
zen. However, like any other individual that is a resident alien under 
U.S. law, a green card holder is treated as a resident of the United 
States for purposes of the saving clause only if he qualifies as such 
under Article IV. 


New paragraph 1(a) confirms that the term “resident” of a Con- 


tracting State, includes the Government of that State or a political 


subdivision or local authority of that State, as well as any agency or 
instrumentality of one of these governmental entities. This is im- 
plicit in the current Convention and in other U.S. and Canadian trea- 
ties, even where not specified. 


New paragraph 1 also clarifies, in subparagraph (b), that trusts, or- 


ganizations, or other arrangements operated exclusively to provide 
retirement or employee benefits, and other not-for-profit organiza- 
tions, such as organizations described in section 501(c) of the /nter- 
nal Revenue Code, are residents of a Contracting State if they are 
constituted in that State and are generally exempt from income taxa- 
tion in that State by reason of their nature as described above. This 
change clarifies that the specified entities are to be treated as re- 
sidents of one of the Contracting States. This corresponds to the in- 
terpretation that had previously been adopted by the Contracting 


States. Such entities, therefore, will be entitled to the benefits of the 


Convention. with respect to the other Contracting State, provided 
that they satisfy the requirements of new Article XXIX A (Limita- 
tion on Benefits) (discussed below). 


Technical Explanation [1984]: 


Article IV provides a detailed definition of the term “resident of a 
Contracting State.” The definition begins with a person’s liability to 
tax as a resident under the respective taxation laws of the Con- 
tracting States. A person' who, under those laws, is a resident of one 
Contracting State and not the other need look no further. However, 
the Convention definition is also designed to assign residence to one 
State or the other for purposes of the Convention in circumstances 
where each of the Contracting States believes a person to be its resi- 
dent. The Convention definition is, of course, exclusively for pur- 
poses of the Convention. 


Paragraph 1 provides that the term “resident of a Contracting State” 
means any person who, under the laws of that State, is liable to tax 
therein by reason of his domicile, residence, place of management, 
place of incorporation, or any other criterion of a similar nature. The 
phrase “any other criterion of a similar nature” includes, for U.S. 
purposes, an election under the Code to be treated as a U.S. resi- 
dent. An estate or trust is, however, considered to be a resident of a 
Contracting State only ‘to the extent that income derived by such 
estate or trust is liable to tax in that State either in its hands or in the 
hands of its beneficiaries. To the extent that an estate or trust is con- 
sidered a resident of a Contracting State under this provision, it can 
be a “beneficial owner” of items of income specified in other arti- 
cles of the Convention — e.g. paragraph 2 of Article X (Dividends). 


2. Where by reason of the provisions of paragraph 1 
an individual is a resident of both Contracting States, 
then his status shall be determined as follows: 


(a) he shall be deemed to be a resident of the 
Contracting State in which he has a permanent 
home available to him; if he has a permanent 
home available to him in both States or in neither 
State, he shall be deemed to be a resident of the 
Contracting State with which his personal and ec- 
onomic relations are closer (centre of vital 
interests); 
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(b) if the Contracting State in which he has his 
centre of vital interests cannot be determined, he 
shall be deemed’ to be a resident of the Con- 
‘tracting State in which he has an habitual abode; 


(c) if he has an habitual abode in both States or in 
neither State, he shall be deemed to be a resident 
of the Contracting State of which he is a citizen; 
and 


(d) if he is a citizen of both States or of neither of 
them, the competent authorities of the Con- 
tracting States shall settle the question by mutual 
agreement. 


Related Provisions: ITA 250(5) — Corporation not resident in 
Canada under treaty is deemed not resident under ITA. 


Technical Explanation [1984]: 


Paragraphs 2, 3, and 4 provide rules to determine a single residence 
for purposes of the Convention for persons resident in both Con- 
tracting States under the rules set forth in paragraph 1. Paragraph 2 
deals with individuals. A “dual resident” individual is initially 
deemed to be a resident of the Contracting State in which he has a 
permanent home available to him. If the individual has a permanent 
home available to him in both States or in neither, he is deemed to 
be a resident of the Contracting State with which his personal and 
economic relations are closer. If the personal and economic rela- 
tions of an individual are not closer to one Contracting State than to 
the other, the individual is deemed to be a resident of the Con- 
tracting State in which he has a habitual abode. If he has such an 
abode in both States or in neither State, he is deemed to be a resi- 
dent of the Contracting State of which he is a citizen. If the individ- 
ual is a citizen of both States or of neither, the competent authorities 
are to settle the status of the individual by mutual agreement, 


3. Where by reason of the provisions of paragraph | 


a company is a resident of both Contracting States, 


then if it was created under the laws in force in a 
Contracting State, it shall be deemed to be a resident 
of that State. Notwithstanding the, preceding sen- 
tence, a company that was created ina Contracting 
State, that is a resident of both Contracting States 
and that is continued at any time in the other Con- 
tracting State in accordance with the corporate law in 
that other State shall be deemed while it is so contin- 
ued to be a resident of that other State. 


Related Provisions: ITA 250(5.1) — Continuation in other 
jurisdiction. 


History: The last sentence of para. 3 added by 1995 Protocol, arti- 
cle 3(2), generally effective with respect to taxable years begining 
on or after January 1, 1996 (see Art. 21(5) under “Application of the 
1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 3 of the Protocol adds a sentence to paragraph 3 of Article 
IV of the current Convention to address the residence of certain dual 
resident corporations. Certain jurisdictions allow local incorporation 
of an entity that is already organized and incorporated under the 
laws of another country. Under Canadian law, such an entity, is re- 
ferred to as having been “continued” into the other country. Al- 
though the Protocol uses the Canadian term, the provision operates 
reciprocally. The new sentence states that such a corporation will be 
considered a resident of the State into which it is continued. Para- 
graph 5 of Article 21 of the Protocol governs the effective date of 
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this provision. 

Technical Explanation [1984]: 

Paragraph 3 provides that if, under the provisions of paragraph 1, a 
company is a resident of both Canada and the United States, then it 
shall be deemed to be a resident of the State under whose laws (in- 
cluding laws of political subdivisions) it was created. Paragraph 3 
does not refer to the State in which a company is organized, thus 
making clear that the tie-breaker rule for a company is controlled by 
the State of the company’s original creation. Various jurisdictions 
may allow local incorporation of an entity that is already organized 
and incorporated under the laws of another country. Paragraph 3 
provides certainty in both the United States and Canada with respect 
to the:treatment of such an entity for purposes of the Convention. 


4. Where by reason of the provisions of paragraph | 
an estate, trust or other person (other than an individ- 
ual or a company) is a resident of both Contracting 
States, the competent authorities of the States shall 
by mutual agreement endeavor to settle the question 
and to determine the mode of application of the Con- 
vention to such person. 

Technical Explanation [1984]: 
Paragraph 4 provides that where, by reason of the provisions of par- 
agraph 1, an estate, trust, or other person, other than an individual or 
a company, is a resident of both Contracting States, the competent 
authorities of the States shall by mutual agreement endeavor to set- 
tle the question and determine the mode of application of the Con- 
vention to such person. This delegation of authority to the compe- 
tent authorities complements the provisions of Article XXVI 
(Mutual Agreement Procedure), which implicitly grant such 
authority. 


5. Notwithstanding the provisions of the preceding 
paragraphs, an individual.shall be deemed to be a 
resident of a Contracting State if: 


(a) the individual is an employee of that State or 
of a political subdivision, local authority or in- 
strumentality thereof rendering services in the 
discharge of functions or a governmental nature 
in the other Contracting State or in a third State; 
and 


(b) the individual is subjected in the first-men- 
tioned State to similar obligations in respect of 
taxes on income as are residents of the first-men- 
tioned State. 


The spouse and dependent children residing with 
such an individual and meeting the requirements of 
subparagraph (b) above shall also be deemed to be 
residents of the first-mentioned State. 


Related Provisions: ITA 250(1)(c) — Residence of Canadian 
ambassador, etc., working outside Canada. 


Technical Explanation [1984]: 


Paragraph 5 provides a special rule for certain government employ- 
ees, their spouses, and dependent children. An individual is deemed 
to be a resident of a Contracting State if he is an employee of that 
State or of a political subdivision, local authority, or instrumentality 
of that State, is rendering services in the discharge of functions of a 
governmental nature in any State, and is subjected in the first-men- 
tioned State to “similar obligations” in respect of taxes on income as 
are residents of the first-mentioned State. Paragraph 5 provides fur- 
ther that a spouse and dependent children residing with a govern- 
ment employee and also subject to “similar obligations” in respect 
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of income taxes as residents of the first-mentioned State are also 
deemed to be residents of that State. Paragraph 5 overrides the nor- 
mal tie-breaker rule of paragraph 2. A U.S. citizen or resident who 
is an employee of the U.S. government in a foreign country or who 
is a spouse or dependent of such employee is:considered to be sub- 
ject in the United States to “similar obligations” in respect of taxes 
on income as those imposed on residents of the United States, not- 
withstanding that such person may be entitled to the benefits al- 
lowed by sections 911 or 912 of the Code. 


Selected Cases [Art. IV]: Crown Forest Industries Ltd. v. Can- 
ada, {1995] 2 C.T.C. 64 (SCC) (Residence implies taxability on 
world wide income). 


Article V — Permanent Establishment 


1. For the purposes of this Convention, the term 
“permanent establishment’ means a fixed place of 
business through which the business of a resident of 
a Contracting State is wholly or partly carried on. 
Technical Explanation [1984]: 

Paragraph 1 provides that for the purposes of the Convention the 
term “permanent establishment” means a fixed place of business 
through which the business of a resident of a Contracting State is 
wholly or partly carried on. Article V does not use the term “enter- 
prise of a Contracting State,” which appears in the 1942 Conven- 
tion. Thus, paragraph | avoids introducing an additional term into 
the Convention. The omission of the term is not intended to have 
any implications for the interpretation of the 1942 Convention. 


2. The term “permanent establishment” shall include 
especially: 

(a) a place of management; 

(b) a branch; 

(c) an office; 

(d) a factory; 

(e) a workshop; and 

(f) a mine, an oil or gas well, a quarry or any 

other place of extraction of natural resources. 
Technical Explanation [1984]: 


Paragraph 2 provides that the term “permanent establishment” in- 
cludes especially a place of management, a branch, an office, a fac- 
tory, a workshop, and a mine, oil or gas well, quarry, or any other 
place of extraction of natural resources. 


3. A building site or construction or installation pro- 
ject constitutes’ a permanent establishment if, but 
only if, it lasts more than 12 months. 

Technical Explanation [1984]: 


Paragraph 3 adds that a building site or construction or installation 
project constitutes a permanent establishment if and only if it lasts 
for more than 12 months. 


4. The use of an installation or drilling rig or ship in 
a Contracting State to explore for or exploit natural 
resources constitutes a permanent establishment if, 
but only if, such use is for more than three months in 
any twelve-month period. 

History: Para. 4 amended by 1983 Protocol, article I. 
Technical Explanation [1984]: 

Paragraph 4 provides that a permanent establishment exists in a 
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Contracting State if the use of an installation or drilling rig or drill- 
ing ship in that State to explore for or exploit natural resources lasts 
for more than 3 months in any 12 month period, but.not if such 
activity. exists for a lesser period of time. The competent authorities 
have entered into an agreement under the 1942 Convention setting 
forth guidelines as to certain aspects of Canadian taxation of drilling 
rigs owned by U.S. persons that constitute Canadian permanent es- 
tablishments. The agreement will be renewed when this Convention 
enters into force. 


5. A person acting in a Contracting State on behalf 
of a resident of the other Contracting State — other 
than an agent of an independent status to whom par- 
agraph 7 applies — shall be deemed to be a perma- 
nent establishment in the first-mentioned State if 
such person has, and habitually exercises in that 
State, an authority to conclude contracts in the name 
of the resident. 


Technical Explanation [1984]: 


Paragraph 5 provides that a person acting in a Contracting State on 
behalf of a resident of the other Contracting State is deemed to be a 
permanent establishment of the resident if such person has and ha- 
bitually exercises in the first-mentioned State the authority to con- 
clude contracts in the name of the resident. This rule does not apply 
to an agent of independent status, covered by paragraph 7. Under 
the provisions of paragraph 5, a permanent establishment may exist 
even in the absence of a fixed place of business. If, however, the 
activities of a person described in paragraph 5 are limited to the 
ancillary activities described in paragraph 6, then a permanent es- 
tablishment does not exist solely on account of the person’s 
activities: 


There are a number of minor differences between the provisions of 
paragraphs 1 through 5 and the analogous provisions of the 1942 
Convention. One important deviation is elimination of the rule of 
the 1942 Convention which deems a permanent establishment to ex- 
ist in any circumstance where a resident of one State uses substan- 
tial equipment in the other State for any period of time. The Con- 
vention thus generally raises the threshold for source basis taxation 
of activities that involve substantial equipment (and that do not oth- 
erwise constitute a permanent establishment). Another deviation of 
some significance is elimination of the rule of the 1942 Convention 
that considers a permanent establishment to exist where a resident 
of one State carries on business in the other State through an agent 
or employee who has a stock of merchandise from which he regu- 
larly fills orders that he receives. The Convention provides that a 
person other than an agent of independent status who is engaged 
solely in the maintenance of a stock of goods or merchandise be- 
longing to a resident of the other State for the purpose of storage. 
display or delivery does not constitute a permanent establishment. 


6. Notwithstanding the provisions of paragraphs 1, 2 
and 5, the term “permanent establishment” shall be 
deemed not to include a fixed place of business used 
solely for, or a person referred to in paragraph 5 en- 
gaged solely in, one or more of the following 
activities: 

(a) the use of facilities for the purpose of storage, 

display or delivery of goods or merchandise be- 

longing to the resident; 

(b) the maintenance of a stock of goods or mer- 


chandise belonging to the resident for the purpose 
of storage, display or delivery; 


(c) the maintenance of a stock of goods or mer- 
chandise belonging to the resident for the purpose 
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of processing by another person; 


(d) the purchase of goods or merchandise, or the 
collection of information, for the resident; and 


(e) advertising, the supply of information, scien- 
tific research or similar activities which have a 
preparatory or auxiliary character, for the 
resident. 


Technical Explanation [1984]: 


Paragraph 6 provides that a fixed place. of business used solely for, 
or an employee described in paragraph 5 engaged solely in, certain 
specified activities is not a permanent establishment, notwithstand- 
ing the provisions of paragraphs 1, 2, and 5. The specified activities 
are: a) the use of facilities for the purpose of storage, display, or 
delivery of goods or merchandise belonging to the resident whose 
business is being carried on; b) the maintenance of a stock of goods 
or merchandise belonging to the resident for the purpose of storage, 
display, or delivery; c) the maintenance of a stock of goods or mer- 
chandise belonging to the resident for the purpose of processing by 
another person; d) the purchase of goods or merchandise, or the col- 
lection of information, for the resident; and e) advertising, the sup- 
ply of information, scientific research, or similar activities which 
have a preparatory or auxiliary character, for the resident. Combina- 
tions of the specified activities have the same status as any one of 
the activities. Thus, unlike the OECD Model Convention, a combi- 
nation of the activities described in subparagraphs 6(a) through 6(e) 
need not be of a preparatory or auxiliary character (except as re- 
quired by subparagraph 6(e)) in order to avoid the creation of a per- 
manent establishment. The reference in paragraph 6(e) to specific 
activities does not imply that any other particular activities — for 
example, the servicing of a patent or a know-how contract or the 
inspection of the implementation of engineering plans — do not fall 
within the scope of paragraph 6(e) provided that, based on the facts 
and circumstances, such activities have a preparatory or auxiliary 
character. 


7. A resident of a Contracting State shall not be 
deemed to have a permanent establishment in the 
other Contracting State merely because such resident 
carries on business in that other State through a bro- 
ker, general commission agent or any other agent of 
an independent status, provided that such persons are 
acting in the ordinary course of their business. 


Technical Explanation [1984]: 


Paragraph 7 provides that a resident of a Contracting State is not 
deemed to have a permanent establishment in the other Contracting 
State merely because such resident carries on business in the other 
State through a broker, general commission agent, or any other 
agent of independent status, provided that such persons are acting in 
the ordinary course of their business. 


8. The fact that a company which is a resident of a 
Contracting State controls or is controlled by a com- 
pany which is a resident of the other Contracting 
State, or which carries on business in that other State 
(whether through a permanent establishment or oth- 
erwise), shall not constitute either company a perma- 
nent establishment of the other. 


Technical Explanation [1984]: 


Paragraph 8 states that the fact that a company which is a resident of 
one Contracting State controls or is controlled by a company which 
is either a resident of the other Contracting State or which 1s carry- 
ing on a business in the other State, whether through a permanent 
establishment or otherwise, does not automatically render either 
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company a permanent establishment of the other. 


9. For the purposes of the Convention, the provisions 
of this Article shall be applied in determining 
whether any person has a permanent establishment 
in any State. 

Technical Explanation [1984]: 

Paragraph 9 provides that, for purposes of the Convention, the pro- 
visions of Article V apply in determining whether any person has a 
permanent establishment in any State. Thus, these provisions would 
determine whether a person other than a resident of Canada or the 
United States has a permanent establishment in Canada or the 
United States, and whether a person resident in Canada or the 
United States has a permanent establishment in a third State. 


Related Provisions: /ncome Tax Conventions Interpretation Act 
4 — Permanent establishment in Canada. 


Interpretation Bulletins: [T-173R2: Capital gains derived in 
Canada by residents of the United States. 


Article ViI— Income from Real Property 


1. Income derived by a resident of a Contracting 
State from real property (including income from ag- 
riculture, forestry or other natural resources) situated 
in the other Contracting State may be taxed in that 
other State. 

Technical Explanation [1984]: 

Paragraph | provides that income derived by a resident of a Con 
tracting State from real property situated in the other Contracting 
State may be taxed by that other State. Income from real property 
includes, for purposes of Article VI, income from agriculture, for- 
estry or other natural resources. Also, while “income derived ... 
from real property” includes income from rights such as an overrid- 
ing royalty or a net profits interest in a natural resource, it does not 
include income in the form of rights to explore for or exploit natural 
resources which a party receives as compensation for services (e.g., 
exploration services); the latter income is subject to the provisions 
of Article VII (Business Profits), XIV (Independent Personal Ser- 
vices), or XV (Dependent Personal Services), as the case may be. 
As provided by paragraph 3, paragraph | applies to income derived 
from the direct use, letting or use in any other form of real property 
and to income from the alienation of such property. 


2. For the purposes of this Convention, the term 
“real property” shall have the meaning which it has 
under the taxation laws of the Contracting State in 
which the property in question is situated and. shall 
include any option or similar right in respect thereof. 
The term shall in any case include usufruct of real 
property, rights to explore for or to exploit mineral 
deposits, sources and other natural resources and 
rights to amounts computed by reference to the 
amount or value of production from such resources; 
ships and aircraft shall not be regarded as real 
property. 

Related Provisions: Income Tax Conventions Interpretation Act 
5 — Definition of “immovable property” and “real property”. 
Technical Explanation [1984]: 

Generally speaking, the term “real property” has the meaning which 
it has under the taxation laws of the Contracting State in which the 
property in question is situated, in accordance with paragraph 2. In 
any case, the term includes any option or similar right in respect of 
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real property, the usufruct of real property, and rights to explore for 
or to exploit mineral deposits, sources, and other natural resources. 
The reference to “rights to explore for or to exploit mineral depos- 
its, sources and other natural resources” includes rights generating 
either variable (e.g., computed by reference to the amount of value 
or production) or fixed payments. The term “real property” does not 
include ships and aircraft. 


3. The provisions of paragraph 1 shall apply to in- 
come derived from the direct use, letting or use in 
any other form of real property and to income from 
the alienation of such property. 


Technical Explanation [1984]: 


Unlike Article XIII A of the 1942 Convention, Article VI does not 
contain an election to allow a resident of a Contracting State to 
compute tax on income from.real property situated in the other State 
on.a net basis. Both the /nternal Revenue Code and the Income Tax 
Act of Canada generally allow for net basis taxation with respect to 
real estate rental income, although Canada ‘does not permit such an 
election for natural resource royalties. Also, unlike the 1942: Con- 
vention which in ‘Article XI imposes a 15 percent limitation on the 
source basis taxation of rental or royalty income from rea: property, 
Article VI of the Convention allows a Contracting State to impose 
tax on such income under its internal law. In Canada the rate of tax 
on resource royalties is 25 percent of the gross amount of the roy- 
alty, if the income is not attributable to a business carried on in Can- 
ada. In an exchange of notes to the Protocol, the United States and 
Canada agreed to resume negotiations, upon request by either coun- 
try, to provide an appropriate limit on taxation in the State of source 
if either country subsequently increases its statutory tax rate now 
applicable to such royalties (25 percent in the case of Canada and 
30 percent in the case of the United States). 


History: Article VI amended by 1983 Protocol, article III. 


Interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada. by residents of the United States. 


Article Vil — Business Profits 


1. The business profits of a resident of a Contracting 
State shall be taxable only in that State: unless. the 
resident carries on business in the other Contracting 
State through a permanent establishment situated 
therein. If the resident carries on, or has carried on, 
business as aforesaid, the business profits of the resi- 
dent may be taxed in the other State but only so 
much of them as is attributable to that permanent 
establishment. 


Related Provisions: Art. V — Permanent establishment. 
Technical Explanation [1984]: 


Paragraph 1 provides that business profits of a resident of a Con- 
tracting State are taxable only in that State unless the resident car- 
ries on business in the other Contracting State through a permanent 
establishment situated in that other State. If the resident carries on, 
or has carried on, business through such a permanent establishment, 
the other State may tax such business profits but only so much of 
them as are attributable to the permanent establishment. The refer- 
ence to a prior permanent establishment (“or has carried on”) makes 
clear that a Contracting State in which a permanent establishment 
existed has the right to tax the business profits attributable to that 
permanent establishment, even if there is a delay in the receipt or 
accrual of such profits until after the permanent establishment has 
been terminated. 


Any: business profits ‘received or accrued in taxable years in which 
the Convention has effect, in accordance with Article XXX (Entry 
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Into Force), which are attributable to a permanent establishment that 
was previously terminated are subject to tax in the Contracting State 
in which such permanent establishment existed under the proyisions 
of Article VII. . 


2. Subject to the provisions of paragraph 3, where a 
resident of a Contracting State carries on business in 
the other Contracting State through a permanent es- 
tablishment situated therein, there shall in each Con- 
tracting State be attributed to that permanent. estab- 
lishment the business profits which it might be 
expected. to make if it were a distinct and. separate 


person engaged in the same or similar activities 


under the same or similar conditions and dealing 
wholly independently with the resident and with any 
other person related to the resident (within the mean- 
ing of paragraph 2 of Article [X (Related Persons)). 


Technical Explanation [1984]: 


Paragraph 2 provides that where a resident of either Canada or the 
United States carries on business in the other Contracting State 
through a permanent establishment in that other State, both Canada 
and the United States shall attribute to that permanent establishment 
business profits which the permanent establishment might be ex- 
pected to make if it were a distinct and separate person engaged in 
the same or similar activities under the same or similar conditions 
and dealing wholly independently with the resident and with any 
other person related to the resident. The term “related to the resi- 
dent’ is to be interpreted in accordance with paragraph 2 of Article 
IX (Related Persons). The reference to other related persons is in- 
tended to make clear that the test of paragraph 2 is not restricted to 
independence between a permanent establishment and a home 
office. 


3. In determining the business profits of a permanent 


establishment, there shall be allowed as deductions 
expenses which are incurred-for the. purposes. of the 
permanent establishment, including executive and 
general administrative expenses so incurred, whether 
in the State in which the permanent establishment is 
situated or elsewhere. Nothing in this paragraph shall 
require a Contracting State to allow the deduction of 
any expenditure which, by reason of its nature, is not 
generally allowed as a deduction under the taxation 
laws of that State. 


Technical Explanation [1984]: 


Paragraph 3 provides that, in determining business profits of a per- 
manent establishment, there are to be allowed as deductions those 
expenses which are incurred for the purposes of the permanent es- 
tablishment, including executive and administrative expenses, 
whether incurred in the State in which the permanent establishment 
is situated or in any other State: However, nothing in the paragraph 
requires Canada or the United ‘States to allow a deduction for any 
expenditure which would not generally be allowed as a deduction 
under its taxation laws. The language of this provision differs from 
that of paragraph 1 of Article III of the 1942 Convention, which 
states that in the determination of net industrial and commercial 
profits of a permanent establishment there shall be allowed as de- 
ductions “all expenses, wherever incurred” as long as such expenses 
are reasonably. allocable to the permanent establishment. Paragraph 
3 of Article VIL of the Convention is not intended to have any impli- 
cations for interpretation of the 1942 Convention, but is intended to 
assure that under the Convention deductions are allowed by a Con- 
tracting State which are generally allowable by that State. 
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4. No business profits shall be attributed to a perma- 
nent establishment of a resident of a Contracting 
State by reason of the use thereof for either the mere 
purchase of goods or merchandise or the mere provi- 
sion of executive, managerial or administrative facil- 
ities or services for such resident. 


Technical Explanation [1984]: 


Paragraph 4 provides that no business profits are to be attributed to 
a permanent establishment of a resident of a Contracting State by 
reason of the use of the permanent establishment for merely 
purchasing goods or merchandise or merely providing executive, 
managerial, or administrative facilities or services for the resident. 
Thus, if a company resident in a Contracting State has a permanent 
establishment in the other State, and uses the permanent establish- 
ment for the mere performance of stewardship or other managerial 
services carried on for the benefit of the resident, this activity will 
not result in profits being attributed to the permanent establishment. 


5. For the purposes of the preceding paragraphs, the 
business profits to be attributed to a permanent es- 
tablishment shall be determined by the same method 
year by year unless there is good and sufficient rea- 
son to the contrary. 


Technical Explanation [1984]: 


Paragraph 5 provides that business profits are to be attributed to a 
permanent establishment by the same method in every taxable pe- 
riod unless there is good and sufficient reason to change such 
method. In the United States, such a change may be a change in 
accounting method requiring the approval of the Internal Revenue 
Service. 


6. Where business profits include items of income 
which are dealt with separately in other Articles of 
this Convention, then the provisions of those Articles 
shall not be affected by the provisions of this Article. 


Technical Explanation [1984]: 


Paragraph 6 explains the relationship between the provisions of Ar- 
ticle VII and other provisions of the Convention. Where business 
profits include items of income which are dealt with separately in 
other Articles of the Convention, those other Articles are 
controlling. 


7. For the purposes of the Convention, the business 
profits attributable to a permanent establishment 
shall include only those profits derived from the as- 
sets or activities of the permanent establishment. 


Technical Explanation [1984]: - 


Paragraph 7 provides a definition for the term “attributable to.” 
Profits “‘attributable to” a permanent establishment are those derived 
from the assets or activities of the permanent establishment. Para- 
graph 7 does not preclude Canada or the United States from using 
appropriate domestic tax law rules of attribution. The “attributable 
to” definition does not, for example, preclude a taxpayer from using 
the rules of section 1.864-4(c)(5) of the Treasury Regulations to as- 
sure for U.S. tax purposes that interest arising in the United States is 
attributable to a permanent establishment in the United States. (In- 
terest arising outside the United States is attributable to a permanent 
establishment in the United States based on the principles of Regu- 
lations sections 1.864-5 and 1.864-6 and Revenue Ruling 75-253, 
1975-2 C.B. 203.) Income that would be taxable under the Code and 
that is “attributable to” a permanent establishment under paragraph 
7 is taxable pursuant to Article VII, however, even if such income 
might under the Code be treated as fixed or determinable annual or 
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periodical gains or income not effectively connected with the con- 
duct of a trade or business within the United States. The “attributa- 
ble to” definition means that the limited “force-of-attraction” rule of 
Code section 864(c)(3) does not apply for U.S. tax purposes under 
the Convention. 


Article Vill — Transportation 


1. Notwithstanding the provisions of Articles VII 
(Business Profits), XII (Royalties) and XII (Gains), 
profits derived by a resident of a Contracting State 
from the operation of ships or aircraft in interna- 
tional traffic, and gains derived by a resident of a 
Contracting State from the alienation of ships, air- 
craft or containers (including trailers and related 
equipment for the transport of containers) used prin- 
cipally in international traffic, shall be exempt from 
tax in the other Contracting State. 

Related Provisions: Art. III:1(h) — Meaning of “international 
traffic”; ITA 81(1)(c) — Exemption for income from ship or air- 
craft in international traffic. 


History: Para. 1 amended by 1983 Protocol, article IV. 
Technical Explanation [1984]: 


Paragraph | provides that profits derived by a resident of a Con- 
tracting State from the operation of ships or aircraft in international 
traffic are exempt from tax in the other Contracting State, even if, 
under Article VII (Business Profits), such profits are attributable to 
a permanent establishment. Paragraph | also provides that gains de- 
rived by a resident of a Contracting State from the alienation of 
ships, aircraft or containers (including trailers and related equipment 
for the transport of containers) used principally in international traf- 
fic are exempt from tax in the other Contracting State even if, under 
Article XIII (Gains), those gains would be taxable in that other 
State. These rules differ from Article V of the 1942 Convention, 
which conditions the exemption in the State of source on registra- 
tion of the ship or. aircraft in the other State. Paragraph | also ap- 
plies notwithstanding the provisions of Article XII (Royalties). 
Thus, to the extent that profits described in paragraph 2 would also 
fall within Article XII (Royalties) (e.g., rent from the lease of a 
container), the provisions of Article VIII are controlling. 


2. For the purposes of this Convention, profits de- 
rived by a resident of a Contracting State from the 
operation of ships or aircraft'in international traffic 
include profits from: 


(a) the rental of ships or aircraft operated in inter- 
national traffic; 


(b) the use, maintenance or rental of containers 
(including trailers and related equipment for the 
transport of containers) used in international traf- 
fic; and 
(c) the rental of ships, aircraft or containers (in- 
cluding trailers and related equipment for the 
transport of containers) provided that such profits 
are incidental to profits referred to in paragraph 
1, 2(a) or 2(b). 
Related Provisions: Art. I[I:1(h) — Meaning of “international 
traffic”. 
Technical Explanation [1984]: 
Paragraph 2(a) provides that profits covered by paragraph 1 include 


profits from the rental of ships or aircraft operated in international 
traffic. Such rental profits are included whether the rental is on a 
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time, voyage, or bareboat basis, and irrespective of the State of resi- 
dence of the operator. 


Paragraph 2(b) provides that profits covered by paragraph 1 include 
profits derived from the use, maintenance or rental of containers, 
including trailers and related equipment for the transport of contain- 
ers, if such containers are used in international traffic. 


Paragraph 2(c) provides that.profits covered, by, paragraph, 1.include 


profits derived by a resident of a Contracting State from the rental _ 


of ships, aircraft, or containers (including trailers and related équip- 
ment for the transport of containers), even if not operated in interna- 
tional traffic, as long as such profits are incidental to profits of such 
person referred to in paragraphs 1, 2(a), or 2(b). 


3. Notwithstanding the provisions of Article VII 
(Business Profits), profits derived by a resident of a 
Contracting State from a'voyage of a ship where the 
principal purpose of the voyage is to transport pas- 
sengers or property between places in the other Con- 
tracting State may be taxed in that other State. 


Related Provisions: Art. XV:3— Exemption: for employees’. 


income: 
Technical Explanation [1984]: 


Paragraph 3 states that profits derived by a resident of a Contracting 
State from a voyage of a ship where the principal purpose. of the 
voyage is to transport passengers or property between points in the 
other Contracting State is taxable in that other State, whether or not 
the resident maintains a permanent establishment there. Paragraph 3 
overrides the provisions of Article VII. Profits from such a voyage 
do not qualify for exemption under Article VII by virtue of the def- 


inition of “international traffic” in paragraph 1(h) of Article Ti 


(General Definitions). However, profits from a similar voyage by 
aircraft are taxable in the Contracting State of source only if the 
profits are attributable to a permanent establishment maintained in 
that State. 


4. Notwithstanding the provisions of Articles VI 


(Business. Profits) and XII (Royalties), profits of a 
resident.of a Contracting State engaged in the opera- 
tion of motor vehicles or a railway as a common Cat- 
rier or a'contract carrier derived from: 


(a) the transportation of passengers or property 
between a point outside. the other Contracting 
State and any other point; or 


(b) the rental of motor vehicles (including trail- 


ers) or railway rolling stock, or the use, mainte-. 


nance or rental of containers (including trailers 
and related equipment for the transport of con- 
tainers) used to transport passengers or property 
between..a.point outside, the. other Contracting 
State and any other. point 

shall'be exempt from tax in that other Contracting 

State. | 

Related Provisions: Art. XV:3— Exemption for employees’ 

income. 

Technical Explanation [1984]: 


Paragraph 4 provides that profits derived by a resident of a Con- 


tracting State engaged in the operation of motor vehicles or a rail- 
way as a common carrier or contract carrier, and attributable to the 
transportation of passengers or property between a point outside the 
other Contracting State and any other point are exempt from tax in 
that other State. In addition, profits of such a person from the rental 
of motor vehicles (including trailers) or railway rolling’ stock, ‘or 


Art. IX 


from the use, maintenance, or rental of containers (including trailers 
and related equipment for the transport of containers) used to trans- 
port passengers or property between a point outside the other Con- 
tracting State, and any other point are.exempt from tax in that other 
State. 


5. The provisions of paragraphs |, 3 and 4 shall also 
apply to profits or gains referred to in those 
paragraphs derived by a resident of a Contracting 
State from the, participation in a pool, a joint. busi- 
ness or an international operating agency. 


Technical Explanation [1984]: 


Paragraph 5 provides that a resident of a Contracting State that par- 
ticipates ina pool, a joint business, or an international operating 
agency is subject to the provisions of paragraphs 1, 3, and 4 with 
respect. to the profits.or gains referred, to in paragraphs 1, 3, and 4. 


6. Notwithstanding the provisions. of. Article XII 
(Royalties), profits derived by a resident of a Con- 
tracting State from the use, maintenance or rental of 
railway rolling stock, motor vehicles, trailers or con- 
tainers (including trailers, and related equipment for 
the transport of containers) used in the other Con- 
tracting State for a period or periods not expected to 


‘exceed in the aggregate 183 days in any twelve- 


month period shall be exempt from tax in the other 
Contracting State except to the extent that such prof- 
its are attributable to a permanent establishment in 
the other State and liable to tax in the other State by 
reason of Article VII (Business Profits). 


Technical Explanation [1984]: 


Paragraph 6 states that profits derived by a resident of a Contracting 
State from the use, maintenance, or rental of railway rolling stock, 
motor vehicles, trailers, or containers (including trailers and related 


‘equipment for the transport of containers) used in the other Con- 


tracting State for a period not expected to exceed 183 days in the 
aggregate in any 12-month period: are exempt from tax in that other 
State except to the extent that the profits are attributable to. a perma- 
nent establishment, in which case the State of source has the right to 
tax under Article VII. The provisions of paragraph 6, unlike the pro- 
visions of paragraph 4, apply whether or not the resident is engaged 
in the operation of motor vehicles or a railway as a common carrier 
or contract carrier. Paragraph 6 overrides the provisions of Article 
XII (Royalties), which would otherwise permit taxation in the State 
of source in the circumstances described. 


Gains from the alienation of motor vehicles and railway rolling 
stock’ derived by a resident of ‘a Contracting State are not affected 
by paragraph 4 or 6: Such gains would be taxable in the other Con- 
tracting State, however, only if the motor vehicles or rolling stock 
formed part of a permanent establishment maintained there. See 
paragraphs 2 and 4 of Article XIII. 


Article IX — Related Persons 


1. Where a person in a Contracting State and a per- 
son.in the other Contracting State are related and 
where the arrangements between them differ from 
those which would be made between unrelated per- 
sons, each State may adjust the amount of the in- 
come, loss or tax payable to reflect the income, de- 
ductions, credits or allowances which would, but for 
those arrangements, have been taken into account in 
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computing such income, loss or tax. 
Technical Explanation [1984]: 


Paragraph | authorizes Canada and the United States, as the case 
may be, to adjust the amount of income, loss, or tax payable by a 
person with respect to arrangements between that person and a re- 
lated person in the other Contracting State. Such adjustment may be 
made when arrangements between related persons differ from those 
that would obtain between unrelated persons. The term “person” en- 
compasses a company resident in a third State with, for example, a 
permanent establishment in a Contracting State. 


2. For the purposes of this Article, a person shall be 
deemed to be related to another person if either per- 
son participates directly or indirectly in the manage- 
ment or control of the other, or if any third person or 
persons participate directly or indirectly in the man- 
agement or control of both. 


Technical Explanation [1984]: 


Paragraph 2 provides that, for the purposes of Article IX, a person 1s 
deemed to be related to another person if either participates directly 
or indirectly in the management or control of the other or if any 
third person or persons participate directly or indirectly in the man- 
agement or control of both. Thus, if a resident of any State controls 
directly or indirectly a company resident in Canada and a company 
resident in the United States, such companies are considered to be 
related persons for purposes of Article LX. Article [X and the defini- 
tion of “related person” in paragraph 2 may encompass situations 
that would not be covered by provisions in the domestic laws of the 
Contracting States. Nor is the paragraph 2 definition controlling for 
the definition of “related person” or similar terms appearing in other 
Articles of the Convention. Those terms are defined as provided in 
paragraph 2 of Article HII (General Definitions). 


3. Where an adjustment is made or to be made by a 
Contracting State in accordance with paragraph 1, 
the other Contracting State shall (notwithstanding 
any time or procedural limitations in the domestic 
law of that other State) make a corresponding adjust- 
ment to the income, loss or tax of the related person 
in that other State if: | 


(a) it agrees with the first-mentioned adjustment; 
and 


(b) within six years from the end of the taxable 
year to which the first-mentioned adjustment re- 
lates, the competent authority of the other State 
has been notified of the first-mentioned adjust- 
ment. The competent authorities, however, may 
agree to consider cases where the corresponding 
adjustment would not otherwise be barred by any 
time or procedural limitations in the other State, 
even if the notification is not made within the six- 
year period. 

History: Para. 3 amended by 1995 Protocol, article 4, generally ef- 

fective with respect to taxable years begining on or after January 1, 


1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 3 formerly read: 


3. Where an adjustment is made or to be made by a Con- 
tracting State in accordance with paragraph 1, the other Con- 
tracting State shall (notwithstanding any time or procedural 
limitations in the domestic law of that other State) make a 
corresponding ‘adjustment to the income, loss or tax of the re- 
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lated person in that other State if: 
(a) it agrees with the first-mentioned adjustment; and 


(b) within six years from the end of the taxable year to 
which the first-mentioned adjustment relates, the compe- 
tent authority of the other State has been notified of the 
first-mentioned adjustment. 


Technical Explanation [1995 Protocol]: 


Article 4 of the Protocol amends paragraphs 3 and 4 of Article IX 
(Related Persons) of the Convention. Paragraph 1 of Article 1X au- 
thorizes a Contracting State to adjust the amount of income, loss, or 
tax payable by a person with respect to arrangements between that 
person and a related person in the other Contracting State, when 
such arrangements differ from those that would obtain between un- 
related persons. Under the present Convention, if an adjustment is 
made or to be made by a Contracting State under paragraph 1, para- 
graph 3 obligates the other Contracting State to make a correspond- 
ing adjustment if two conditions are satisfied: (1) the other Con- 
tracting State agrees with the adjustment made or to be made by the 
first Contracting State, and (2) the competent authority of the other 
Contracting State has received notice of the first adjustment within 
six years of the end of the taxable year to which that adjustment 
relates. If notice is not given within the six-year period, and if the 
person to whom the first adjustment relates.is not notified of the 
adjustment at least six months prior to the end of the six-year pe- 
riod, paragraph 4 of Article IX of the present Convention requires 
that the first Contracting State withdraw its adjustment, to the extent 
necessary to avoid double taxation. 


Article 4 of the Protocol amends paragraphs 3 and 4 of Article [X to 
prevent taxpayers from using the notification requirements of the 
present Convention to avoid adjustments. Paragraph 4, as amended, 
eliminates the requirement that a Contracting State withdraw an ad- 
justment if the notification requirement of paragraph 3 has not been 
met. Paragraph 4 is also amended to delete the requirement that the 
taxpayer be notified at least six months before expiration of the six- 
year period specified in paragraph 3. 


As amended by the Protocol, Article IX also explicitly authorizes 
the competent authorities to relieve double taxation in appropriate 
cases, even if the notification requirement is not satisfied. Paragraph 
3 confirms that the competent authorities may agree to a corre- 
sponding adjustment if such an adjustment is not otherwise barred 
by time or procedural limitations such as the statute of limitations. 
Paragraph 4 provides that the competent authority of the State mak- 
ing the initial adjustment may grant unilateral relief from double 
taxation in other cases, although such relief is not obligatory. 


Technical Explanation [1984]: 


Paragraph 3 provides that where, pursuant to paragraph 1, an adjust- 
ment is made or to be made by a Contracting State, the other Con- 
tracting State shall make a corresponding adjustment to the income, 
loss, or tax of the related person in that other State, provided that the 
other State agrees with the adjustment and, within six years from 
the end of the taxable year of the person in the first State to which 
the adjustment relates, the competent authority of the other State has 
been notified in writing of the adjustment. The reference to an ad- 
justment which “is made or to be made” does not require a Con- 
tracting State to formally propose an adjustment before paragraph 3 
becomes pertinent. The notification required by paragraph 3 may be 
made by any of the related persons involved or by the competent 
authority of the State which makes or is to make the initial adjust- 
ment. The notification must give details regarding the adjustment 
sufficient to apprise the competent authority receiving the notifica- 
tion of the nature of the adjustment. If the requirements of para- 
graph 3 are complied with, the corresponding adjustment will be 
made by the other Contracting State notwithstanding any time or 
procedural limitations in the domestic law of that State. 


4. In the event that the notification referred to in par- 
agraph 3 is not given within the time period referred 
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to therein, and. the. competent authorities. have not 


agreed to otherwise consider the case in accordance. 


with paragraph 3(b), the competent authority of the 
Contracting State which has made or is to make the 
first-mentioned adjustment may provide relief from 
double taxation where appropriate. 


History: Para. 4 amended by 1995 Protocol, article 4, generally ef- 
fective with respect to taxable years begining on or after January. 1, 
1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 4 formerly read: 


4. In the event that the notification referred to in paragraph 3 
is not given within the time period referred to therein, and if 
the person to whom the, first-mentioned adjustment relates 
has not received, at least six months prior to the expiration of 
such time period, notification of such adjustment from the 
Contracting State which has made or is to make such adjust- 
ment that State shall, notwithstanding the provisions of para- 
graph 1, not make the first-mentioned adjustment to the ex- 
tent that such adjustment would give rise to double taxation. 


Technical Explanation [1995 Protocol]: 
See under para. 3. 
Technical Explanation [1984]: 


Paragraph 4 provides that in a case where the other Contracting 
State has not been notified as provided in paragraph 3-and if the 
person whose income, loss, or tax is being adjusted has not received 


notification of the adjustment within five and one-half, years from — 


the end of its taxable year to which the adjustment relates, such ad- 
justment shall not be made to the extent that the adjustment would 
give rise to double taxation between the United States and Canada. 
Again, the notification referred to in this paragraph need not be a 
formal adjustment, but it must be in writing and must contain suffi- 
cient details to permit the taxpayer to give the notification referred 
to in paragraph 3. 

If, for example, the Internal Revenue Service proposes to make an 
adjustment to the income of a U.S. company pursuant to Code sec- 


tion 482, and the adjustment involves an allocation of income from 


a related Canadian company, the competent authority of Canada 
must receive written notification of the proposed IRS adjustment 
within six years from the end of the taxable year of the U.S. com- 
pany to which the adjustment relates. If such notification is not re- 
ceived in a timely fashion and if the U.S. company does not receive 
written notification of the adjustment from the IRS within 5'/ years 
from. the end ofits relevant taxable year, the IRS will unilaterally 
recede on the proposed section 482 adjustment to the extent that this 
adjustment would otherwise give rise to. double taxation between 
the United States and Canada. The Internal Revenue Service will 
determine whether and to what extent the adjustment would give 
rise to double taxation with respect to income arising in Canada by 
examining the relevant facts and circumstances such as the amount 
of foreign tax credits attributable to Canadian taxes paid by the U.S. 
company, including any carryovers and credits, for deemed paid 
taxes. 


5, The provisions of paragraphs 3 and 4 shall not ap- 
ply in the case of fraud, willful default or neglect or 
gross negligence. 

Technical Explanation [1984]: 

Paragraph 5 provides that neither a corresponding adjustment de- 
scribed in paragraph 3 nor the cancelling of an adjustment described 
in paragraph 4 will be made in any case of fraud, willful default, 
neglect, or gross negligence on the part of the taxpayer or any re- 
lated person. 

Paragraphs 3 and 4 of Article IX are exceptions to the “saving 
clause” contained in paragraph 2 of Article XXIX (Miscellaneous 
Rules), as provided in paragraph 3(a) of Article XXIX. Paragraphs 


Art. X 


3, and 4 of Article IX apply to adjustments made or to be made with 
respect to taxable years for which the Convention has effect as pro- 
vided in paragraphs 2 and 5 of Article XXX (Entry Into Force). 


Article X — Dividends 


1. Dividends paid by a company which is a resident 
of a Contracting State to a resident of the other Con- 
tracting State may be taxed in that other State. 


Technical Explanation [1984]: 


Paragraph 1 allows a Contracting State to impose tax on its re- 
sidents with respect to dividends paid by a company which is a resi- 
dent of the other Contracting State. 


2. However, such dividends may also be taxed in the 
Contracting State of which the:company paying the 
dividends is a resident and according to the laws: of 
that State; but if a resident of the other.Contracting 
State is the beneficial owner of such dividends, the 
tax.so charged. shall not exceed; 


(a) 5 per cent of the gross’ amount of ‘the divi- 
dends if the beneficial owner is a company which 
owns at least 10 per cent of the voting stock of 
the company paying the dividends; 


(b) 15 per cent of the gross amount of the divi- 
dends in all other cases. 


This paragraph shall not affect the taxation of the 
company in respect of the profits out of which the 
dividends are’ paid. 

History: Subpara. 2(a).amended by 1995 Protocol, article 5(1), ef- 
fective for amounts paid or credited on or after January 1, 1997. For 
1996 the rate is 6 per cent and before 1996 the rate was 10% (see 
Art. 21(2)(a) under “Application of the 1995 Protocol” above). Sub- 
para. 2(a) formerly tread: 


(a) 10 per cent of the gross amount of the dividends if the 
beneficial owner is a company which owns at least 10 per 
cent of the voting stock of the company paying the dividends; 


Technical Explanation [1995 Protocol]: 
See under para. 7. 
Technical Explanation [1984]: 


Paragraph 2 limits.the amount of tax. that may be imposed on such 
dividends by the Contracting State in which the company paying the 
dividends is resident if the beneficial owner of the dividends is a 
resident of the other Contracting State. The limitation is 10 percent 
of the gross amount of the dividends if the beneficial owner is a 
company that owns 10 percent or more of the voting stock of the 
company paying the dividends; and 15 percent of the gross amount 
of the dividends in all other cases. Paragraph 2 does not impose any 
restrictions with respect to taxation of the profits out of which the 
dividends are paid. 


3. The term “dividends” as used in this Article 
means income from shares or other rights, not being 
debt-claims, participating in profits, as well as in- 
come subjected to the same taxation treatment as in- 
come from shares by the taxation laws of the State of 
which the company making the distribution is a 
resident. 


Technical Explanation [1984]: 


Paragraph 3 defines the term “dividends,” as the term is used in this 
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Article. Each Contracting State is permitted to apply its domestic 
law rules for differentiating dividends from interest and other 
disbursements. 


4. The provisions of paragraph 2 shall not apply if 
the beneficial owner of the dividends, being a resi- 
dent of a Contracting State, carries on business in the 
other Contracting State of which the company pay- 
ing the dividends is a resident, through a permanent 
establishment situated therein, or performs. in that 
other State independent personal services from a 
fixed base situated therein, and the holding in respect 
of which the dividends are paid is effectively con- 
nected with such permanent establishment or fixed 
base. In such case, the provisions of Article VII 
(Business Profits) or Article XIV (Independent Per- 
sonal Services), as the case may be, shall apply. 


Technical Explanation [1984]: 


Paragraph 4 provides that the limitations of paragraph 2 do not ap- 
ply if the beneficial owner of the dividends carries on business in 
the State in which the company paying the dividends is a resident 
through a permanent establishment or fixed base situated there, and 
the stockholding in respect of which the dividends are paid is effec- 
tively connected with such permanent establishment or fixed base. 
In such a case, the dividends are taxable pursuant to the provisions 
of Article VIL (Business Profits) or Article XIV (Independent Per- 
sonal Services), as the case may be. Thus, dividends paid in respect 
of holdings forming part of the assets of a permanent establishment 
or fixed base or which are otherwise effectively connected with 
such permanent establishment or fixed base (i.e., dividends attribu- 
table to the permanent establishment or fixed base) will be taxed on 
a net basis using the rates and rules of taxation generally applicable 
to residents of the State in which the permanent establishment or 
fixed base is situated. 


5. Where a company is a resident of a Contracting 
State, the other Contracting State may not impose 
any tax on the dividends paid by the company, ex- 
cept insofar as such dividends are paid to a resident 
of that other State or insofar as the holding in respect 
of which the dividends are paid is effectively con- 
nected with a permanent establishment or a fixed 
base situated in that other State, nor subject the com- 
pany’s undistributed profits to a tax, even if the divi- 
dends paid or the undistributed profits consist wholly 
or partly of profits or income arising in such other 
State. 


Technical Explanation [1984]: — 


Paragraph 5 imposes limitations on the right of Canada or the 
United States, as the case may be, to impose tax on dividends paid 
by a company which is a resident of the other Contracting State. 
The State in which the company is not resident may not tax such 
dividends except insofar as they are paid to a resident of that State 
or the holding in respect of which the dividends are paid is effec- 
tively connected with a permanent establishment or fixed base in 
that State. In the case of the United States, such dividends may also 
be taxed in the hands of a U.S. citizen and certain former citizens, 
pursuant to the “saving clause” of paragraph 2 of Article XXIX 
(Miscellaneous Rules). In addition, the Contracting State in which 
the company is not resident may not subject such company’s undis- 
tributed profits to any tax. See, however, paragraphs 6, 7, and 8 
which, in certain circumstances, qualify the rules of paragraph 5. 
Neither paragraph 5 nor any other provision of the Convention re- 
stricts the ability of the United States to apply the provisions of the 
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Code concerning foreign personal holding companies and controlled 
foreign corporations. 


6. Nothing in this Convention shall be construed as 
preventing a Contracting State from imposing a tax 
on the earnings of a company attributable to perma- 
nent establishments in that State, in addition to the 
tax which would be chargeable on the earnings of a 
company which is a resident of that State, provided 
that any additional tax so imposed shall not exceed 5 
per cent of the amount of such earnings which have 
not been subjected to such additional tax in previous 
taxation years. For the purposes of this paragraph, 
the term “earnings” means the amount by which the 
business profits attributable to permanent establish- 
ments in a Contracting State (including gains from 
the alienation of property forming part of the busi- 
ness property of such permanent establishments) in a 
year and previous years exceeds the sum of: 


(a) business losses attributable to such permanent 
establishments (including losses from the aliena- 
tion of property forming part of the business 
property of such permanent establishments) in 
such year and previous years; 


(b) all taxes, other than the additional tax referred 
to in this paragraph, imposed on such profits in 
that State; 


(c) the profits reinvested in that State, provided 
that where that State is Canada, such amount 
shall be determined in accordance with the ex- 
isting provisions of the law of Canada regarding 
the computation of the allowance in respect of in- 
vestment in property in Canada, and any subse- 
quent modification of those provisions which 
shall not affect the general principle hereof; and 


(d) five hundred thousand Canadian dollars 
($500,000) or its equivalent in United States cur- 
rency, less any amounts deducted by the com- 
pany, or by an associated company with respect 
to the same or a similar business, under this sub- 
paragraph (d); for the purposes of this subpara- 
graph (d) a company is associated with another 
company if one company directly or indirectly 
controls the other, or both companies are directly 
or indirectly controlled by the same person or 
persons, or if the two companies deal with each 
other not at arm’s length. 

History: Para. 6 amended by 1995 Protocol, article 5(1), to substi- 

tute “5 per cent” for “10 per cent”, effective January 1, 1997. For 

1996, the rate is 6 per cent and for 1985-1995, the rate was 10 per 


cent (see Art. 21(2)(b) reproduced under “Application of the Provi- 
sions of the Protocol” above). 


Technical Explanation [1995 Protocol]: 
See under para. 7. 
Technical Explanation [1984]: 


Paragraph 6 provides that, notwithstanding paragraph 5, a Con- 
tracting State in which is maintained a permanent establishment or 
permanent establishments of a company resident in the other Con- 
tracting State may impose tax on such company’s earnings, in addi- 
tion to the tax that would be charged on the earnings of a company 
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resident in that State. The additional tax may not, however, exceed 
10 percent of the amount of the earnings which have not been: sub- 
jected to such additional tax in previous, taxation. years, Thus, Can- 
ada, which has a branch profits tax in force, may impose that tax up 
to the 10 percent limitation in the case of a United States company 
_with one or more permanent establishments in Canada. This branch 
‘profits tax may be imposed notwithstanding other rules of the Con- 
vention, 
Discrimination). 


For purposes of paragraph 6, the term “earnings” means, the excess 


of business profits attributable to all permanent establishments for a. 


year and previous years over the sum of: a) business losses attribu- 
table to such permanent establishments for such years; b) all taxes 
on profits, whether or not covered by the Convention (e.g., provin- 
cial taxes on profits and provincial resource royalties (which Can- 
ada considers “‘taxes”) in excess of the mineral resource. allowance 
provided for under the law of Canada), other than the additional tax 
referred to in paragraph 6; c) profits reinvested in such State; and d) 
$500,000 (Canadian, or its equivalent in U.S. dollars) less any 
amounts deducted under paragraph 6(d) with respect to the same or 
a similar business by the company or an associated company.-The 
deduction under paragraph 6(d)-is available as of the first.year. for 
which the Convention has effect, regardless of the prior earnings 
and tax expenses, if any, of the permanent establishment. The 
$500,000 deduction is taken into account after other deductions, and 
is permanent. For the purpose of paragraph 6, references to business 
profits and business losses include gains and losses from the aliena- 


tion of property forming part of the business property of a perma-. 


nent establishment. The term “associated company” includes a com- 
pany which directly or indirectly controls another company or two 
companies directly or indirectly controlled by the same person or 
persons, as well as any two companies that deal with each other not 
at arm’s length. This definition differs from the definition of “re- 
lated persons” in paragraph 2 of Article [IX (Related Persons). 


7. Notwithstanding the provisions of paragraph 2, 


(a) dividends paid by a company that is a resident 


of Canada and a non-resident-owned investment 
corporation to a company that is a-resident of the 
United States, that owns at least 10 per cent of 
the voting stock of the company paying the divi- 
dends and that is the beneficial owner of such 
dividends, may be taxed in Canada at a rate not 
exceeding 10 per cent of the gross amount of the 
dividends; 


(b) paragraph 2(b) and not paragraph 2(a) shall 
apply in the case of dividends paid by a resident 
of the United States that is a Regulated, Invest- 
ment Company; and 


(c) Paragraph 2(a) shall not apply to dividends 
paid by a resident of the United States that is a 
Real Estate Investment Trust, and paragraph 2(b) 
shall apply only where such dividends are benefi- 
cially owned by.an individual holding an interest 
of less than 10 per cent in the trust; otherwise the 
rate of tax applicable under the domestic law of 


the United States shall apply. Where an estate or 


a testamentary trust acquired its interest in a Real 
Estate Investment Trust as a consequence of an 
individual’s death, for the purposes of the preced- 
ing sentence the estate or trust shall for the five- 


year period following the death be deemed with 


including paragraph 6 of Article’ XXV° (Non-. 


Art. X 


respect to that interest to. be an individual. 


History: Para. 7 amended by 1995 Protocol, article 5(2), effective 
with respect to amounts paid or credited on or after January 1, 1996 
(see Art. 21(2)(a) under “Application of the 1995 Protocol” above). 
Para. 7 formerly read: 


7. Notwithstanding: the provisions of paragraph 5, a Con- 
tracting State, other than a Contracting State that imposes the 
additional tax on earnings referred to in paragraph 6; may tax 
a dividend paid by a company to the extent that the dividend 
is-attributable to profits earned in taxable years beginning af- 
ter the date of signature of the Convention if, for the three- 
year’ period ending with the close of the company’s taxable 
period preceding the declaration of the dividend (or for such 
partiof that three-year period as the company has been in ex- 
‘istence, or for the first taxable year if the dividend was de- 
clared in that taxable year), at least 50 per cent of such com- 
pany’s gross income from all sources was included in the 
computation of the business profits attributable to a perma- 
nent. establishment..which such company had in that. State; 
provided that where.a resident of the other Contracting State 
is: the beneficial owner of such dividend, any tax. so imposed 
on the dividend shall be subject to the limitations of para- 
graph 2 or the rules of paragraph 4, as the case may be. 


Technical: Explanation [1995 Protocol]: 


Article 5 of the Protocol amends Article X (Dividends) of the Con- 
vention. Paragraph 1 of Article 5 amends paragraph 2(a) of Article 
X to reduce from 10 percent to 5 percent the maximum rate of tax 
that may be imposed by a Contracting State on the gross amount of 
dividends beneficially owned by a company resident in the other 
Contracting State that owns at least 10 percent of the voting stock of 
the company paying the dividends. The rate at which the branch 
profits tax may be imposed under paragraph 6 is also reduced by 
paragraph 1 of Article 5 from 10 percent to 5 percent. Under the 
entry-into-force provisions of Article 21-of the Protocol, these re- 
ductions will be phased in over a three-year period. 


Paragraph 2 of Article 5 of the Protocol replaces paragraph 7 of 
Article X of the Convention with a new paragraph 7. Paragraph 7 of 
the existing Conyention is no longer relevant because it applies only 
in the case where a Contracting State does not impose a branch 
profits tax. Both Contracting States now do impose such a tax. 


New paragraph 7 makes the.5 percent withholding rate.of new para- 
graph. 2(a) inapplicable in certain situations. Under new paragraph 
7(b), dividends paid by U.S. regulated investment companies (RICs) 
are denied the 5. percent. withholding rate even if the Canadian 
shareholder is a corporation that would otherwise qualify as a direct 
investor by satisfying the 10-percent ownership requirement. Con- 
sequently, all RIC dividends to Canadian beneficial owners are sub- 
jected to the 15 percent rate that applies to dividends paid to portfo- 
lio investors. 


Dividends paid by U.S. real estate investment trusts (REITs) to Ca- 
nadian beneficial owners are also denied the 5 percent rate under the 
rules of paragraph 7(c). REIT dividends paid to individuals who 
own less than a 10 percent interest in the REIT are subject to_with- 
holding at a maximum rate of 15 percent. Paragraph 7(c) also pro- 
vides that dividend distributions by a REIT to an estate or a testa- 
mentary trust acquiring the interest in the REIT as a consequence of 
the death of an individual will be treated as distributions to an indi- 
vidual, for the five-year period following the death. Thus, dividends 
paid to an estate or testamentary trust in respect of a holding of less 
than a 10 percent interest in the REIT also will be entitled to the 15 
percent rate of withholding, but only for up to five years after the 
death. REIT dividends paid to other Canadian beneficial owners are 
subject to the rate of withholding tax that applies under the domestic 
law of the United States (i.e., 30 percent). 


The denial. of the 5. percent withholding rate at source to all RIC and 
REIT. shareholders, and the denial of the 15 percent rate to most 
shareholders of REITs, is intended to prevent the use of these non- 
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taxable conduit entities to gain unjustifiable benefits for certain 
shareholders. For example, a Canadian corporation that wishes to 
hold a portfolio of U.S. corporate shares may hold the portfolio di- 
rectly and pay a U.S. withholding tax of 15 percent, on all of the 
dividends that it receives. Alternatively, it may place the portfolio 
of U.S. stocks in a RIC, in which the Canadian corporation owns 
more than 10 percent of the shares, but in which there are enough 
small shareholders to satisfy the RIC diversified ownership require- 
ments. Since the RIC is a pure conduit, there are no U.S. tax costs to 
the Canadian corporation of interposing the RIC as an intermediary 
in the chain of ownership. It is unlikely that a 10 percent sharehold- 
ing in a RIC will constitute a 10 percent shareholding in any com- 
pany from which the dividends originate. In the absence of the spe- 
cial rules in paragraph 7(b), however, interposition of a RIC would 
transform what should be portfolio dividends into direct investment 
dividends taxable at source by the United States only at 5 percent. 
The special rules of paragraph 7 prevent this. 


Similarly, a resident of Canada may hold U.S. real property directly 
and pay U.S. tax either at a 30 percent rate on the gross income or at 
the income tax rates specified in the Internal Revenue Code on the 
net income. By placing the real estate holding in a REIT, the Cana- 
dian investor could transform real estate income into dividend in- 
come and thus transform high-taxed income into much lower-taxed 
income. In the absence of the special rule, if the REIT shareholder 
were a Canadian corporation that owned at least a 10 percent inter- 
est in the REIT, the withholding rate would be 5 percent; in all other 
cases, it would be 15 percent. In either event, with one exception, a 
tax rate of 30 percent or more would be significantly reduced. The 
exception is the relatively small individual Canadian investor who 
might be subject to U.S. tax at a rate of only 15 percent on the net 
income even if he earned the real estate income directly. Under the 
rule in paragraph 7(c), such individuals, defined as those holding 
less than a 10 percent interest in the REIT, remain taxable at source 
at a 15 percent rate. 


Subparagraph (a) of paragraph 7 provides a special rule for certain 
dividends paid by Canadian non-resident-owned investment corpo- 
rations (“NROs”). The subparagraph provides for a maximum rate 
of 10 percent (instead of the standard rate of 5 percent) for divi- 
dends paid by NROs that are Canadian residents to a U.S. company 
that owns 10 percent or more of the voting stock of the NRO and 
that is the beneficial owner of the dividend. This rule maintains the 
rate available under the current Convention for dividends from 
NROs. Canada wanted the withholding rate for direct investment 
NRO dividends to be no lower than the maximum withholding rates 
under the Convention on interest and royalties, to make sure that a 
foreign investor cannot transform interest or royalty income subject 
to a 10 percent withholding tax into direct dividends qualifying for a 
5 percent withholding tax by passing it through to an NRO. 


Technical Explanation [1984]: 


Paragraph 7 provides that, notwithstanding paragraph 5, a Con- 
tracting State that does not impose a branch profits tax as described 
in paragraph 6 (i.e., under current law, the United States) may tax a 
dividend paid by a company whichvis a resident of the other Con- 
tracting State if at least 5O percent of the company’s gross income 
from all sources was included in the computation of business profits 
attributable to one or more permanent establishments which such 
company had in the first-mentioned State. The dividend subject to 
such a tax must, however, be attributable to profits earned by the 
company in taxable years beginning after September 26, 1980 and 
the 50 percent test must be met for the three-year period preceding 
the taxable year of the company in which the dividend is declared 
(including years ending on or before September 26, 1980) or such 
shorter period as the company had been in existence prior to that 
taxable year. Dividends will be deemed to be distributed, for pur- 
poses of paragraph 7, first out of profits of the taxation year of the 
company in which the distribution is made and then out of the prof- 
its of the preceding year or years of the company. Paragraph 7 pro- 
vides further that if a resident of the other Contracting State is the 
beneficial owner of such dividends, any tax imposed under para- 
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graph 7 is subject to the 10 or 15 percent limitation of paragraph 2 
or the rules of paragraph 4 (providing for dividends to be taxed as 
business profits or income from independent personal services), as 
the case may be. 


8. Notwithstanding the provisions of paragraph 5, a 
company which is a resident of Canada and which 
has income subject to tax in the United States (with- 
out regard to the provisions of the Convention) may 
be liable to the United States accumulated earnings 
tax and personal holding company tax but only if 50 
per cent or more in value of the outstanding voting 
shares of the company is owned, directly or indi- 
rectly, throughout the last half of its taxable year by 
citizens or residents of the United States (other than 
citizens of Canada who do not have immigrant status 
in the United States or who have not been residents 
in the United States for more than three taxable 
years) or by residents of a third state. 


Technical Explanation [1984]: 


Paragraph 8 provides that, notwithstanding paragraph 5, a company 
which is a resident of Canada and which, absent the provisions of 
the Convention, has income subject to tax by the United States may 
be liable for the United States accumulated earnings tax and per- 
sonal holding company tax. These taxes can be applied, however, 
only if 50 percent or more in value of the outstanding voting shares 
of the company is owned, directly or indirectly, throughout the last 
half of its taxable year by residents of a third State or by citizens or 
residents of the United States, other than citizens of Canada who are 
resident in the United States but who either do not have immigrant 
status in the United States or who have not been resident in the 
United States for more than three taxable years. The accumulated 
earnings tax is applied to accumulated taxable income calculated 
without the benefits of the Convention. Similarly, the personal hold- 
ing company tax is applied to undistributed personal holding com- 
pany income computed as if the Convention had not come into 
force. 

Article X does not apply to dividends paid by a company which is 
not a resident of either Contracting State. Such dividends, if they are 
income of a resident of one of the Contracting States, are subject to 
tax as provided in Article XXII (Other Income). 


Information Circulars: 76-12R4: Applicable rate of part XIII tax 
on amounts paid or credited to persons in treaty countries. 


Article XI — Interest 


1. Interest arising in a Contracting State and paid to a 
resident of the other Contracting State may be taxed 
in that other State. 


Technical Explanation [1984]: 


Paragraph | allows interest arising in Canada or the United States 
and paid toa resident of the other State to be taxed in the latter 
State. Paragraph 2 provides that such interest may also be taxed in 
the Contracting State where it arises, but if a resident of the other 
Contracting State is the beneficial owner, the tax imposed by the 
State of source is limited to 15 percent of the gross amount of the 
interest. 


2. However, such interest may also be taxed in the 
Contracting State in which it arises, and according to 
the laws of that State; but if a resident of the other 
Contracting State is the beneficial owner of such in- 
terest, the tax so charged shall not exceed 10 per cent 
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of the gross amount of the interest. 


History: Para. 2 amended by 1995 Protocol, article 6(1), to substi- 
tute “10 per cent” for “15 per cent”, effective with respect to 
amounts paid or credited on or after January 1, 1996 (see -Art. 
21(2)(a) under “Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 6 of the Protocol amends Article XI (Interest) of the Con- 
vention. Paragraph 1 of the Article reduces the general maximum 
withholding rate on interest under paragraph 2 of Article XI from 15 
percent to 10 percent. 


Technical Explanation [1984]: 
See Article XI, para. 1. 


3. N otwithstanding the provisions of paragraph 2, in- 
terest arising in a Contracting State shall be exempt 
from tax in that State if: 


(a) the interest is beneficially owned by the other 
Contracting State, a political subdivision or local 
authority thereof or an instrumentality of such 
other State, subdivision or authority, and is not 
subject to tax by that other State; 


(b) the interest is beneficially owned by a resident 
of the other Contracting State and is paid with re- 
spect to debt obligations issued at arm’s length 
and guaranteed or insured by that other State or a 
political subdivision thereof or an instrumentality 
of such other State or subdivision which is not 
subject to tax by that other State; 


(c) the interest is beneficially owned by a resident 
of the other Contracting State and is paid by the 
first-mentioned State, a political subdivision or 
local authority thereof or an instrumentality of 
such first-mentioned State, subdivision or author- 
ity which is not subject to tax by that first-men- 
tioned State; 


(d) the interest is beneficially owned by a resident 
of the other Contracting State and is paid with re- 
spect to indebtedness arising as a consequence of 
the sale on credit by a resident of that other State 
of any equipment, merchandise or services except 
where the sale or indebtedness was between re- 
lated persons; or 


(e) the interest is paid by a company created 
under the laws in force in the other Contracting 
State with respect to an obligation entered into 
before the date of signature of this Convention, 
provided that such interest. would have been ex- 
empt from tax in the first-mentioned State under 
Article XII of the 1942 Convention. 


History: Subpara. 3(d) amended by 1995 Protocol, article 6(2), ef- 
fective for amounts paid or credited on or after January 1, 1996 (see 
Art. 21(2)(a) under “Application of the 1995 Protocol” above). Sub- 
para. 3(d) formerly read: 


(d) the interest is beneficially owned by a seller who is a resi- 
dent of the other Contracting State and is paid by a purchaser 
in connection with the sale on credit of any equipment, mer- 
chandise or services, except where the sale is made between 
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persons dealing with each other not at arm’s length; or 
Technical Explanation [1995 Protocol]: 


Paragraph 3. of Article XI of the Convention provides that, notwith- 
standing the general withholding rate applicable to interest pay- 
ments under paragraph 2, certain specified categories of interest are 
exempt from withholding at source. Paragraph 2 of Article 6 of the 
Protocol amends paragraph 3(d) of the Convention, which deals 
with interest paid on indebtedness arising in connection with a sale 
on credit of equipment, merchandise, or services. The exemption 
provided by that paragraph in the Convention is broadened under 
the Protocol to apply to interest that is beneficially owned either by 
the seller in the underlying transaction, as under the present Con- 
vention, or by any beneficial owner of interest paid with respect to 
an indebtedness arising as a result of the sale on credit of equip- 
ment, merchandise, or services. This exemption, however, does not 
apply in cases where the purchaser is related to the seller or the 
debtor is related to the beneficial owner of the interest. The negotia- 
tors agreed that this exemption is subject, as are the other provisions 
of the Convention, to any anti-avoidance rules applicable under the 
respective domestic law of the Contracting States. 


The reference to “related persons” in paragraph 3(d) of Article XI of 
the Convention, as amended, is a change from the present Conven- 
tion, whic: refers to “persons dealing at arm’s length.” The term 
“related person” as used in this Article is not defined for purposes 
of the Convention. Accordingly, the meaning of the term, and, 
therefore, the application of this Article, will be governed by the 
domestic law of each Contracting State (as is true with the use of 
the term “‘arm’s-length” under the current Convention) under the in- 
terpretative rule of paragraph 2 of Article III (General Definitions). 
The United States will define the term “related person” as under 
section 482 of the Internal Revenue Code, to include organizations, 
trades, or businesses (whether or not incorporated, whether or not 
organized in the United States, and whether or not affiliated) owned 
or controlled directly or indirectly by the same interests. The Cana- 
dian definition of “related persons” is found in section 251 of the 
Income Tax Act. 


Technical Explanation [1984]: 


Paragraph 3 provides a number of exceptions to the right of the 
source State to impose a 15 percent tax under paragraph 2. The fol- 
lowing types of interest beneficially owned by a resident of a Con- 
tracting State are exempt from tax in the State of source: a) interest 
beneficially owned by a Contracting State, a political subdivision, 
or a local authority thereof, or an instrumentality of such State, sub- 
division, or authority, which interest is not subject to tax by such 
State; b) interest beneficially owned by a resident of a Contracting 
State and paid with respect to debt obligations issued at arm’s 
length which are guaranteed or insured by such State or a political 
subdivision thereof, or by an instrumentality of such State or subdi- 
vision (not by a local authority or an instrumentality thereof), but 
only if the guarantor or insurer is not subject to tax by that State; c) 
interest paid by a Contiacting State, a political subdivision, or a lo- 
cal authority thereof, or by an instrumentality of such State, subdivi- 
sion, or authority, but only if the payer is not subject to tax by such 
State; and d) interest beneficially owned by a seller of equipment, 
merchandise, or services, but only if the interest is pa-d in connec- 
tion with a sale on credit of equipment, merchandise, or services 
and the sale was made at arm’s length. Whether such a transaction 
is made at arm’s length will be determined in the United States 
under the facts and» circumstances. The relationship between. the 
parties is a factor, but not the only factor, taken into account in mak- 
ing this determination. Furthermore, interest paid by a company res- 
ident in the other Contracting State with respect to. an obligation 
entered into, before September 26, 1980 is exempt from tax in the 
State of source (irrespective of the State of residence of the benefi- 
cial owner), provided that such interest would have been exempt 
from tax in the Contracting State of source under Article XII of the 
1942 Convention. Thus, interest paid by a United States corporation 
whose business is not managed and controlled in Canada to.a recipi- 
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ent not resident in Canada or to a corporation not managed and con- 
trolled in Canada would be exempt from Canadian tax as long as the 
debt obligation was entered into before September 26, 1980. The 
phrase “not subject to tax by that ... State” in paragraph 3(a), (b), 
and (c) refers to taxation at the Federal levels of Canada and the 
United States. 

The phrase “obligation entered into before the date of signature of 
this Convention” means: (1) any obligation under which funds were 
dispersed prior to September 26, 1980; (2) any obligation under 
which funds are dispersed on or after September 26, 1980, pursuant 
to a written contract binding prior to and on such date, and at all 
times thereafter until the obligation is satisfied; or (3) any obligation 
with respect to which, prior to September 26, 1980, a lender had 
taken every action to signify approval under procedures ordinarily 
employed by such lender in similar transactions and had sent or de- 
posited for delivery to the person to whom the loan is to be made 
written evidence of such approval in the form of a document setting 
forth, or referring to a document sent by the person to whom the 
loan is to be made that sets forth, the principal terms of such loan. 


4, The term “interest” as used in this Article means 
income from debt-claims of every kind, whether or 
not secured by mortgage, and whether or not carry- 
ing a right to participate in the debtor’s profits, and 
in particular, income from government securities and 
income from bonds or debentures, including premi- 
ums and prizes attaching to such securities, bonds or 
debentures, as well as income assimilated to income 
from money lent by the taxation laws of the Con- 
tracting State in which the income arises. However, 
the term “interest” does not include income dealt 
with in Article X (Dividends). 

Technical Explanation [1984]: 

Paragraph 4 defines the term “interest,” as used in Article XI, to 
include, among other things, debt claims of every kind as well as 
income assimilated to income from money lent by the taxation laws 
of the Contracting State in which the income arises. In no event, 
however, is income dealt with in Article X (Dividends) to be con- 
sidered interest. 


5. The provisions of paragraphs 2 and 3 shall not ap- 
ply if the beneficial owner of the interest, being a 
resident of a Contracting State, carries on business in 
the other Contracting State in which the interest 
arises, through a permanent establishment situated 
therein, or performs in that other State independent 
personal services from a fixed base situated therein, 
and the debt-claim in respect of which the interest is 
paid is effectively connected with such permanent 
establishment or fixed base. In such case, the provi- 
sions of Article VII (Business Profits) or Article XIV 
(Independent Personal Services), as the case may be, 
shall apply. 

Technical Explanation [1984]: 

Paragraph 5 provides that neither the 15 percent limitation on tax in 
the Contracting State of source provided in paragraph 2 nor the vari- 
ous exemptions from tax in such State provided in paragraph 3 ap- 
ply if the beneficial owner of the interest is a resident of the other 
Contracting State carrying on business’ in the State of source 
through a permanent establishment or fixed base, and the debt claim 
in respect of which the interest is paid is effectively connected with 
such permanent establishment or fixed base (i.e., the interest is at- 
tributable to the permanent establishment or fixed base). In this 
case, interest income is to be taxed in the Contracting State of 
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source as business profits — that is, on a net basis. 


6. For the purposes of this Article, interest shall be 
deemed to arise in a Contracting State when the 
payer is that State itself, or a political subdivision, 
local authority or resident of that State. Where, how- 
ever, the person paying the interest, whether he is a 
resident of a Contracting State or not, has in a State 
other than that of which he is a resident a permanent 
establishment or a fixed base in connection with 
which the indebtedness on which the interest is paid 
was incurred, and such interest is borne by such per- 
manent establishment or fixed base, then such inter- 
est shall be deemed to arise in the State in which the 
permanent establishment or fixed base is situated 
and not in the State’ of which the payer is a resident. 


Technical Explanation [1984]: 


Paragraph 6 establishes the source of interest for purposes of Article 
XI. Interest is considered to arise in a Contracting State if the payer 
is that State, or a political subdivision, local authority, or resident of 
that State. However, in cases where the person paying the interest, 
whether a resident of a Contracting State or of a third State, has in a 
State other than that of which he is a resident a permanent establish- 
ment or fixed base in connection with which the indebtedness on 
which the interest was paid was incurred, and such interest is borne 
by the permanent establishment or fixed base, then such interest is 
deemed to arise in the State in which the permanent establishment 
or fixed base is situated and not in the State of the payer’s resi- 
dence. Thus, pursuant to paragraphs 6 and 2, and Article XXII 
(Other Income), Canadian tax will not be imposed on interest paid 
to a US. resident by a company resident in Canada if the indebted- 
ness is incurred in connection with, and the interest is borne by, a 
permanent establishment of the company situated in a third State. 
“Borne by.” means allowable as a deduction in computing taxable 
income. 


7. Where, by reason of a special relationship. be- 
tween the payer and the beneficial owner or between 
both of them and some other person, the amount of 
the interest, having regard to the debt-claim for 
which it is paid, exceeds the amount which would 
have been agreed upon by the payer and the benefi- 
cial owner in the absence of such relationship, the 
provisions of this Article shall apply only to the last- 
mentioned amount. In such case, the excess part of 
the payments shall remain taxable according to the 
laws of each Contracting State, due regard being had 
to the other provisions of the Convention. 


Technical Explanation [1984]: 


Paragraph 7 provides that in cases involving special relationships 
between persons Article XI does not apply to amounts in excess of 
the amount which would have been agreed upon between persons 
having no special relationship; any such excess amount remains tax- 
able according to the laws of Canada and the United States, consis- 
tent with any relevant provisions of the Convention. 


8. Where a resident of a Contracting State pays inter- 
est to a person other than a resident of the other Con- 
tracting State, that other State may not impose any 
tax on such interest except insofar as. it arises in that 
other State or insofar as the debt-claim in respect of 
which the interest is paid is effectively connected 
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with a permanent’ establishment or a fixed base situ- 
ated in that other State. 


Technical Explanation [1984]: 


Paragraph 8 restricts the right of a Contracting State to impose’tax 
on interest paid by a resident of the other Contracting State! ‘The 
first State may not impose any’ tax on such interest except insofar as 
the interest is paid to a resident of that State or arises in that State or 
the debt claim in respect of which the interest is paid is effectively 


connected with a permanent establishment or fixed base situated‘in _ 


that State. Thus, pursuant to paragraph 8 the United States has 
agreed not to impose tax on certain interest paid by Canadian com- 
panies to persons not resident in the United States, to the extent that 
such companies would pay U.S.-source interest under Code section 
861(a)(1)(C) but not under the sourée rule of paragraph 6. It is to be 
noted that paragraph 8 is subject to the “saving clause” of paragraph 
2 of Article XXIX (Miscellaneous Rules), so the United States may 
in all events impose its taxon interest received by . Sf citizens. 


9. The provisions of ye tat 2 and 3 shall not ap- 
ply to an excess inclusion with respect to a-residual 
interest in a Real Estate Mortgage Investment Con- 
duit to which Section 860G of the United States In- 
ternal Revenue Code, as it may be amended from 
time to time without changing the general principle 
thereof, applies. 


History: Para. 9 added by 1995 Protocol, article 6(3), effective for 
amounts paid or credited on or after January 1, 1996 (see Art. 
21(2)(a) under “Application of the Provisions of the Protocol 
above). 


Technical Explanation [1995 Protocol]: © 


Paragraph 3 of Article 6 of the Protocol adds a new paragraph 9 to 
Article XI of the Convention. Although the definition of “interest” 
in paragraph 4 includes an excess inclusion with respect to a 
residual interest in a real estate mortgage investment conduit 
(REMIC) described in section 860G of the Jnternal Revenue Code, 
new paragraph.9 provides that the reduced rates. of tax at source for 
interest. provided for in paragraphs 2 and:3 do not apply to such 
income. This class of interest, therefore, remains subject to. the stat- 
utory 30 percent U.S. rate of tax at source. The legislation that cre- 
ated REMICs in 1986 provided that such excess inclusions were to 
be taxed at the full 30 percent statutory rate, regardless of any then- 
existing treaty provisions to the-contrary: The 30 percent rate of tax 
on excess inclusions received by residents of Canada is consistent 
with this expression of Congressional intent. 


Information Circulars [Article XI]: 76-12R4: Applicable rate of 
part XII tax on amounts paid or credited to persons in’ treaty 
countries. 


Article XIl — Royalties 


1. Royalties arising in a Contracting State and paid 
to a resident of the other Contracting State may. be 
taxed in that other State. 


Technical Explanation [1984]: 


Generally. speaking, under the 1942 Convention royalties, including — 


royalties with respect to motion picture films, which are derived by 
a resident of one Contracting State from sources. within the other 
Contracting State are taxed at a maximum rate of 15 percent in the 
latter State; copyright royalties.are exempt from. tax in the State of 
source, if the resident does not have a permanent establishment in 
that State. See Articles IL, DI, XU C, and paragraph 1 of Article XI 
of the 1942 Convention, and paragraph 6(a) of the Protocol tothe 
1942 Convention. 


Paragraph | of Article XII of the’ Convention provides that a Con- — 


Art. Xf 


tracting State may tax its residents with respect to royalties arising 
in the other Contracting State. Paragraph 2 provides that such royal- 
ties may also be taxed in the Contracting State in which ‘they arise, 
but that if a resident of the other Contracting State is the beneficial 
owner of the royalties the tax in the Contracting State of source is 
limited to 10 percent of the gross amount of the royalties. 


2. However, such royalties may also be taxed in the 
Contracting State in which they arise, and according 
to the laws of that State; but if a resident of the other 
Contracting State is the beneficial owner of such 
royalties, the tax so charged shall not exceed 10 per 
cent of the gross amount of the royalties. 


Technical Explanation [1984]: 
See Article XII, para. 1. 


3. Notwithstanding the provisions of paragraph 2, 
(a) copyright royalties and other like payments in 
respect of the production or reproduction of any 
literary, dramatic, musical or artistic work (other 
than payments in respect of motion pictures and 
works on film, videotape or other means of repro- 
duction for use in connection with television); 


(b) payments for the use of, or the right to use, 
computer software; 


(c) payments for the use of, or the right to use, 
any patent or any information concerning indus- 
trial, commercial or scientific experience (but not 
including any such information provided in con- 
nection with a rental or franchise agreement); and 


(d) payments with respect to‘broadcasting as may 
be agreed for the purposes of this paragraph in an 
exchange of notes between the Contracting 
States; 


arising in a Contracting State and beneficially owned 
by a resident of the other Contracting State shall be 
taxable only in that other State. 


History: Para. 3 amended by 1995 Protocol, article 7(1),. effective 
for amounts paid or. credited on or. after January 1, 1996 (see Art. 
21(2)(a), under “Application. of the 1995 Protocol” above). Para. 3 
formerly, read: 


3. Notwithstanding the provisions of paragraph 2, copyright 
royalties and other like payments in respect of the production 
or reproduction of any literary, dramatic, musical or artistic 
work (but not including royalties in respect of motion pictures 
and works on film, videotape or other means of reproduction 
for use in connection with television) arising in a Contracting 
State and beneficially owned'by a resident of the other Con- 
tracting State shall be taxable only in that other State. 


Para. 3 amended by 
Technical Explanation [1995 Protocol]: 


Article 7 of the Protocol modifies Article XII (Royalties) of the 
Convention by expanding the classes of royalties exempt from with- 
holding of tax at source. Paragraph 3, as amended by the Protocol, 
identifies: four classes of royalty payments arising in one Con- 
tracting State and beneficially owned by a resident of the other that 
are exempt at source: (1) subparagraph (a) preserves the exemption 
in paragraph 3 of the present Convention for copyright royalties in 
respect of literary and other works, other than certain such paymenis 
in respect of motion pictures, videotapes, and similar payments; (2) 
subparagraph (b) specifies that computer software royalties are also 


1983 Protocol, article V, para. 1. 
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exempt; (3) subparagraph (c) adds royalties paid for the use of, or 
the right to use, patents and information concerning industrial, com- 
mercial, and scientific experience, other than payments in connec- 
tion with rental or franchise agreements; and (4) subparagraph (d) 
allows the Contracting States to reach an agreement, through an ex- 
change of diplomatic notes, with respect to the application of para- 
graph 3 of Article XII to payments in respect of certain live broad- 
casting transmissions. 

The specific reference to software in subparagraph (b) is not in- 
tended to suggest that the United States views the term “copyright” 
as excluding software in other U.S. treaties (including the current 
treaty with Canada). 


The negotiators agreed that royalties paid for the use of, or the right 
to use, designs or models, plans, secret formulas, or processes are 
included under subparagraph 3(c) to the extent that they represent 
payments for the use of, or the right to use, information concerning 
industrial, commercial, or scientific experience. In addition, they 
agreed that royalties paid for the use of, or the right to use, “know- 
how,” as defined in paragraph 11 of the Commentary on Article 12 
of the OECD Model Income Tax Treaty, constitute payments for the 
use of, or the right to use, information concerning industrial, com- 
mercial, or scientific experience. The negotiators further agreed that 
a royalty paid under a “mixed contract,” “package fee,” or similar 
arrangement will be treated as exempt at source by virtue of para- 
graph 3 to the extent of any portion that is paid for the use of, or the 
right to use, property or information with respect to which para- 
graph 3 grants an exemption. 


The exemption granted under subparagraph 3(c) does not, however, 
extend to payments made for information concerning industrial, 
commercial, or scientific experience that is provided in connection 
with a rental or franchise agreement. For this purpose, the negotia- 
tors agreed that a franchise is to be distinguished from other ar- 
rangements resulting in the transfer of intangible property. They 
agreed that a license to use intangibles (whether or not including a 
trademark) in a territory, in and of itself, would not constitute a 
franchise agreement for purposes of subparagraph 3(c) in the ab- 
sence of other rights and obligations in the license agreement or in 
any other agreement that would indicate that the arrangement in its 
totality constituted a franchise agreement. For example, a resident 
of one Contracting State may acquire a right to use a secret formula 
to manufacture a particular product (e.g., a perfume), together with 
the right to use a trademark for that product and to market it at a 
non-retail level, in the other Contracting State. Such an arrangement 
would not constitute a franchise in the absence of any other nights or 
obligations under that arrangement or any other agreement that 
would indicate that the arrangement in its totality constituted a 
franchise agreement. Therefore, the royalty payment under that ar- 
rangement would be exempt from withholding tax in the other Con- 
tracting State to the extent made for the use of, or the right to use, 
the secret formula or other information concerning industrial, com- 
mercial, or scientific experience; however, it would be subject to 
withholding tax at a rate of 10 percent, to the extent made for the 
use of, or the right to use, the trademark. 


The provisions of paragraph 3 do not fully reflect the U.S. treaty 
policy of exempting all types of royalty payments from taxation at 
source, but Canada was not prepared to grant a complete exemption 
for all types of royalties in the Protocol. Although the Protocol 
makes several important changes to the royalty provisions of the 
present Convention in the direction of bringing Article XII into con- 
formity with U.S. policy, the United States remains concerned about 
ihe imposition of withholding tax on some classes of royalties and 
about the associated administrative burdens. In this connection, the 
Contracting States have affirmed their intention to collaborate to re- 
solve in good faith any administrative issues that may arise in ap- 
plying the provisions of subparagraph 3(c). The United States in- 
tends to continue to pursue a zero rate of withholding for all 
royalties in future negotiations with Canada, including discussions 
under Article 20 of the Protocol, as well as in negotiations with 
other countries. 


Canada—U.S. Tax Convention 


As noted above, new subparagraph 3(d) enables the Contracting 
States to provide an exemption for royalties paid with respect to 
broadcasting through an exchange of notes. This provision was in- 
cluded because Canada was not prepared at the time of the negotia- 
tions to commit to an exemption for broadcasting royalties. Subpar- 
agraph 3(d) was included to enable the Senate to give its advice and 
consent in advance to such an exemption, in the hope that such an 
exemption could be obtained without awaiting the negotiation of an- 
other full protocol. Any agreement reached under the exchange of 
notes authorized by subparagraph 3(d) would lower the withholding 
rate from 10 percent to zero and, thus, bring the Convention into 
greater conformity with established U.S. treaty policy. 


Technical Explanation [1984]: 


Paragraph 3 provides that, notwithstanding paragraph 2, copyright 
royalties and other like payments in respect of the production or re- 
production of any literary, dramatic, musical, or artistic work, in- 
cluding royalties from such works on videotape or other means of 
reproduction for private (home) use, if beneficially owned by a resi- 
dent of the other Contracting State, may not be taxed by the Con- 
tracting State of source. This exemption at source does not apply to 
royalties in respect of motion pictures, and of works on film, video- 
tape or other means of reproduction for use in connection with tele- 
vision broadcasting. Such royalties are subject to tax at a maximum 
rate of 10 percent in the Contracting State in which they arise, as 
provided in paragraph 2 (unless the provisions of paragraph 5, de- 
scribed below, apply). 


4. The term “royalties” as used in this Article means 
payments of any kind received as a consideration for 
the use of, or the right to use, any copyright of liter- 
ary, artistic or scientific work (including motion pic- 
tures and works on film, videotape or other means of 
reproduction for use in connection with television), 
any patent, trade mark, design or model, plan, secret 
formula or process, or for the use of, or the right to 
use, tangible personal property or for information 
concerning industrial, commercial or scientific expe- 
rience, and, notwithstanding the provisions of Article 
XIII (Gains), includes gains from the alienation of 
any intangible property or rights described in this 
paragraph to the extent that such gains are contingent 
on the productivity, use or subsequent disposition of 
such property or rights. 


History: Para. 4 amended by 1983 Protocol, article V, para. 2. 
Technical Explanation [1984]: 


Paragraph 4 defines the term “royalties” for purposes of Article XII. 
“Royalties” means payments of any kind received as consideration 
for the use of or the right to use any copyright of literary, artistic, or 
scientific work, including motion pictures, and works on film, 
videotape or other means of reproduction for use in connection with 
television broadcasting, any patent, trademark, design or model, 
plan, secret formula or process, or any payment for the use of or the 
right to use tangible personal property or for information concerning 
industrial, commercial, or scientific experience. The term “royal- 
ties” also includes gains from the alienation of any intangible prop- 
erty or rights described in paragraph 4 to the extent that such gains 
are contingent on the productivity, use, or subsequent disposition of 
such intangible property or rights. Thus, a guaranteed minimum 
payment derived from the alienation of (but not the use of) any right 
or property described in paragraph 4 is not a “royalty.” Any 
amounts deemed contingent on use by reason of Code section 
871(e) are, however, royalties under paragraph 2 of Article III 
(General Definitions), subject to Article XX VI (Mutual Agreement 
Procedure). The term “royalties” does not encompass management 
fees, which are covered by the provisions of Article VII (Business 
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Profits) or XIV (Independent Personal Services), or payments under 
a bona fide cost-sharing arrangement. Technical, service fees may be 
royalties in cases where the fees are periodic and dependent upon 
productivity or a similar measure. 


5. The provisions of paragraphs 2 and 3 shall not ap- 
ply if the beneficial owner of. the royalties, being a 
resident of a Contracting State, carries on business in 
the other Contracting State in which the royalties 
arise, through a permanent establishment situated 
therein, or performs in that other State independent 
personal services from a fixed base situated therein, 
and the right or property in respect of which the roy- 
alties are paid is effectively connected with such per- 
manent establishment or fixed base. In such case the 
provisions of Article VII (Business Profits) or Arti- 
cle XIV (Independent Personal Services), as the case 
may be, shall apply. 


Technical Explanation [1984]: 


Paragraph 5 provides that the 10 percent limitation on tax in the 
Contracting State-of source. provided by paragraph 2, and the ex- 
emption in the Contracting State of source for certain copyright roy- 
alties provided by paragraph 3, do not apply if the beneficial owner 
of the royalties carries on business in the State of source through a 
permanent establishment or fixed base and the right or property in 
respect of which the royalties are paid is effectively connected with 
such permanent establishment or fixed base (i.e., the royalties are 
attributable to the permanent establishment or fixed base). In that 
event, the royalty income would be taxable under the provisions of 


Article VII (Business Profits) or XIV (Independent Personal Ser-. 


vices), as the case may be. 


6. For the purposes of this Article, 


(a) royalties shall be deemed to arise in a Con- 
tracting State when the payer is a resident of that 
State. Where, however, the person paying the 


royalties, whether he is a resident of a Con-. 


tracting State or not, has in a State a permanent 
establishment or a fixed base in connection with 
which the obligation to pay the royalties was in- 
curred, and such royalties are borne by such per- 
manent establishment or fixed base, then such 
royalties shall be deemed to arise in the State in 
which the permanent establishment or fixed base 
is situated and not in any other State of which the 
payer is a resident; and 


(b) where subparagraph (a) does not operate to 

treat royalties as arising in either Contracting 

State and the royalties are for the use of, or the 

right to use, intangible property or tangible per- 

sonal property in a Contracting State, then such 

royalties shall be deemed to arise in that State. 
History: Para. 6 amended by 1995 Protocol, article 7(2), effective 
for amounts paid or credited on or after January 1, 1996 (see Art. 
21(2)(a) under “Application of the 1995 Protocol” above). Para. 6 
formerly read: 


6. For the purposes of this Article, royalties shall be deemed 
to arise in a Contracting State when the payer is that State 
itself, ora political subdivision, local’ authority or resident of 
that State. However: 


(a) except as provided in subparagraph (b), where the 


Art. XII 


person paying the royalties, whether he is a resident of a 
Contracting State or not, has in/a State other than that of 
which he. is a resident a permanent establishment or a 
fixed base in connection with which the obligation to pay 
the royalties was incurred, and such royalties are borne 
by such permanent establishment or fixed base, then such 
royalties shall be deemed to arise in the State in which 
the permanent establishment or fixed base is situated and 
not in the State of which the payer is a resident; and 


(b) where the royalties are for the use of, or the right to 
use, intangible property or tangible personal property in a 
Contracting State, then such royalties shall be déemed to 
arise in that State and not in the State of which the payer 
is a resident. 


Subpara. 6(b) amended by 1983 Protocol, article V, para. 3 
Technical Explanation: 


Paragraph 2 of Article 7 of the Protocol amends the rules in para- 
graph 6 of Article XII of the Convention for determining the source 
of royalty payments: Under the present Convention, royalties gener- 
ally are deemed to arise in a Contracting State if paid by a resident 
of that State. However, if the obligation to pay the royalties was 
incurred in connection with a permanent establishment or a fixed 
base in one of the‘Contracting States that bears the expense, the roy- 
alties are deemed to arise in that State. 


The Protocol continues to apply these basic rules but changes the 
scope of an exception provided under the present Convention. 
Under the present Convention, a royalty paid for the use of, or the 
right to use, property in a Contracting State is deemed to arise in 
that State. Under the Protocol, this “place of use” exception applies 
only if the Convention does not otherwise deem the royalties to 
arise in one of the Contracting States. Thus, the “place of use” ex- 
ception will apply only if royalties are neither paid by a resident of 
one of the Contracting States nor borne by a permanent establish- 
ment or fixed base in either State. For example, if a Canadian resi- 
dent were to grant franchise rights to a resident of Chile for use in 
the United States, the royalty paid by the Chilean resident to the 
Canadian resident for ‘those rights would be U.S. source income 
under this Article, subject to U.S. withholding at the 10 percent rate 
provided in paragraph 2. 


The rules of this Article differ from those provided under U.S. do- 
mestic law. Under U.S. domestic law, a royalty is considered to be 
from U.S. sources if it is paid for the use of, or the privilege of 
using, an intangible within the United States; the residence of the 
payor is irrelevant. If paid to a nonresident alien individual or other 
foreign person, a U.S. source royalty is generally subject to with- 
holding tax at.a rate of 30 percent under U.S. domestic law. By rea- 
son. of paragraph | of Article XXIX (Miscellaneous Rules), a Cana- 
dian resident would be permitted to apply the rules of U.S. domestic 
law to its royalty income if those rules produced a more favorable 
result in its case than those of this Article. However, under a basic 
principle of tax treaty interpretation recognized by both Contracting 
States, the prohibition against so-called “‘cherry-picking,” the Cana- 
dian: resident would be precluded from claiming selected benefits 
under the Convention (e.g., the tax rates only) and. other benefits 
under U.S. domestic law (e.g., the source rules only) with respect to 
its royalties. See, e.g., Rev. Rul. 84-17, 1984-1 C.B. 308. For exam- 
ple, if a Canadian company granted franchise rights to a resident of 
the United States for use 50 percent in the United States and 50 
percent in Chile, the Convention would permit the Canadian com- 
pany to treat all of its royalty income from that single transaction as 
U.S. source income entitled to the withholding tax reduction under 
paragraph 2. U.S. domestic law would permit the Canadian com- 
pany to treat 50 percent of its royalty income as U.S. source income 
subject to a 30 percent withholding tax and the other 50 percent as 
foreign source income exempt from U.S. tax. The Canadian com- 
pany could choose to apply either the provisions of U.S. domestic 
law or the provisions of the Convention to the transaction, but 
would not be'‘permitted to claim both the U.S. domestic law exemp- 
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tion for 50 percent of the income and the Conyention’s reduced 
withholding rate for the remainder of the income. 


Royalties generally are considered borne by a permanent establish- 
ment or fixed base if they are deductible in computing the taxable 
income of that permanent establishment or fixed base. 


Since the definition of “resident” of a Contracting State in Article 
IV (Residence), as amended by Article 3 of the Protocol, specifies 
that this term includes the Contracting States and their political sub- 
divisions and local authorities, the source rule does not include a 
specific reference to these governmental entities. 


Technical Explanation [1984]: 


Paragraph 6 establishes rules to determine the source of royalties for 
purposes of Article XII. The first rule is that royalties arise in a 
Contracting State when the payer is that State, or a political subdivi- 
sion, local authority, or resident of that State. Notwithstanding that 
rule, royalties arise not in the State of the payer’s residence but in 
any State, whether or not a Contracting State, in which is situated a 
permanent establishment or fixed base in connection with which the 
obligation to pay royalties was incurred, if such royalties are borne 
by such permanent establishment or fixed base. Thus, royalties paid 
to a resident of the United States by a company resident in Canada 
for the use of property in a third State will not be subject to tax in 
Canada if the obligation to pay the royalties is incurred in connec- 
tion with, and the royalties are borne by, a permanent establishment 
of the company in a third State. “Borne by” means allowable as a 
deduction in computing taxable income. 


A third rule, which overrides both the residence rule and the perma- 
nent establishment rule just described, provides that royalties for the 
use of, or the right to use, intangible property or tangible personal 
property in a Contracting State arise in that State. Thus, consistent 
with the provisions of Code section 861(a)(4), if a resident of a third 
State pays royalties to a resident of Canada for the use of or the 
right to use intangible property or tangible personal property in the 
United States, such royalties are considered to arise in the United 
States and are subject to taxation by the United States consistent 
with the Convention. Similarly, if a resident of Canada pays royal- 
ties to a resident of a third State, such royalties are considered to 
arise in the United States and are subject to U.S. taxation if they are 
for the use of or the right to use intangible property or tangible per- 
sonal property in the United States. The term “intangible property” 
encompasses all the items described in paragraph 4, other than tan- 
gible personal property. 


7. Where, by reason of a special relationship be- 
tween the payer and the beneficial owner or between 
both of them and some other person, the amount of 
the royalties, having regard to the use, right or infor- 
mation for which they are paid, exceeds the amount 
which would have been agreed upon by the payer 
and the beneficial owner in the absence of such rela- 
tionship, the provisions of this Article shall apply 
only to the last-mentioned amount. In such case, the 
excess part of the payments shall remain taxable ac- 
cording to the laws of each Contracting State, due 
regard being had to the other provisions. of this 
Convention. 

Technical Explanation [1984]: 


Paragraph 7 provides that in cases involving special relationships 
between persons the benefits of Article XII do not apply to amounts 
in excess of the amount which would have been agreed upon be- 
tween persons with no special relationship; any such excess amount 
remains taxable according to the laws of Canada and the United 
States, consistent with any relevant provisions of the Convention. 


8. Where a resident of a Contracting State pays roy- 


Canada—U.S. Tax Convention 


alties to a person other than a resident of the other 


‘Contracting State, that other State may not impose 


any tax on such royalties except insofar as they arise 
in that other State or insofar as the right or property 
in respect of which the royalties are paid is effec- 
tively connected with a permanent establishment or a 
fixed base situated in that other State. 


Technical Explanation [1984]: 


Paragraph 8 restricts the right of a Contracting State to impose tax 
on. royalties paid by a resident of the other Contracting State. The 


‘first State may not impose any tax on such royalties except insofar 


as they arise in that State or they are paid to a resident of that State 
or the right or property in respect of which the royalties are paid is 
effectively connected with a permanent establishment or fixed base 
situated in that State. This rule parallels the rule in paragraph 8 of 
Article XI (Interest) and paragraph 5 of Article X (Dividends). 
Again, U.S. citizens remain ‘subject to U.S, taxation on royalties, re- 
ceived despite this rule, by virtue of paragraph 2 of Article XXIX 
(Miscellaneous Rules). 


Information Circulars: 77-16R4: Non-resident income tax. 


Article XII! — Gains 


1. Gains derived by a resident of a Contracting State 
from the alienation of real property situated in the 
other Contracting State may be taxed in that other 
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State. 
Technical Explanation [1984]: 


Paragraph 1 provides that Canada and the United States may each 
tax gains from the alienation of real property situated within that 
State which are derived by a resident of the other Contracting State. 
The term “real property situated in the other Contracting State” is 


defined for this purpose in paragraph 3 of this article. The term — 


“alienation” used in paragraph 1 and other paragraphs of Article 
XIII means sales, exchanges and other dispositions or deemed dis- 
positions (e.g., change of use, gifts, distributions, death) that are 
taxable events under the taxation laws of the Contracting State ap- 
plying the provisions of the Article. 


2. Gains from the alienation of personal property 
forming part of the business property of a permanent 
establishment which a resident of a Contracting State 
has or had (within the twelve-month period preced- 
ing the date of alienation) in the other Contracting 
State or of personal property pertaining to a fixed 
base which is or was available (within the twelve- 
month period preceding the date of alienation) to a 
resident of a Contracting State in the other Con- 
tracting State for the purpose of performing indepen- 
dent personal services, including such gains from the 
alienation of such a permanent establishment or of 
such a fixed base, may be taxed in that other State. 
Technical Explanation [1984]: 


Paragraph 2 of Article XIII provides that the Contracting State in 
which a resident of the other Contracting State “has or had” a per- 
manent establishment or fixed base may tax gains from the aliena- 
tion of personal property constituting business property if such 
gains are attributable to such permanent establishment or fixed base. 
Unlike paragraph | of Article VII (Business Profits), paragraph 2 
limits the right of the source State to tax such gains to a twelve- 
month period following the termination of the permanent establish- 
ment or fixed base. 


3. For the purposes of this Article the term “real 
property situated in the other Contracting State” 


(a) in the case of real property situated in the 
United States, means a United States real prop- 
erty interest and real property referred to in Arti- 
cle VI (income from Real Property) situated in 
the United States; and 
(b) in the case of real property situated in Canada 
means: 
(i) real property referred to in Article VI (In- 
come from Real Property) situated in Canada; 
(ii) a share of the capital stock of a company, 
the value of whose shares is derived princi- 
pally from real property. situated in Canada, 
and 
(iii) an interest in a partnership, trust or estate, 
the value of which is derived principally from 
real property situated in Canada. 
Related Provisions: Income Tax Conventions Interpretation Act 
5 — Definition of “real property”. 
History: Para. 3 amended by 1983 Protocol, article VI, para. 1. 
Technical Explanation [1984]: 
Paragraph 3 provides a definition of the term “real property situated 
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in the other Contracting State.” Where the United States is the other 
Contracting State, the term,includes real property (as defined in Ar- 
ticle VI (Income from Real Property)) situated in the United States 
and a United States real property interest. Thus, the United States 
retains the ability to exercise its full taxing right under the Foreign 
Investment in Real Property Tax Act (Code section 897). (For a 
transition rule from the 1942 Convention, see paragraph 9 of this 
Article). 


Where Canada is the other Contracting State, the term means real 
property (as defined in Article VI) situated in Canada; shares of 
stock of a company, the value of whose shares consists principally 
of Canadian real property; and an interest in a partnership, trust or 
estate, the value of which consists principally of Canadian real 
property. The term “principally” means more than 50 percent. Taxa- 
tion in Canada is preserved through several tiers of entities if the 
value of the company’s shares or the partnership, trust or estate is 
ultimately dependent principally upon real property situated in 
Canada. . 


4. Gains from the alienation of any property other 
than that referred to in paragraphs 1, 2 and 3 shall be 
taxable only in the Contracting State of which the 
alienator is a resident. 


Technical Explanation [1984]: 


Paragraph 4 reserves to the Contracting State of residence the sole 
right to tax gains from the alienation of any property other than 
property referred to in paragraphs 1, 2, and 3. 


Advance Tax Rulings: ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation. However, 
see para. 5 below. 


5. The provisions of paragraph 4 shall not affect the 
right of a Contracting State to levy tax on gains from 
the alienation of property derived by an individual 
who is a resident of the other Contracting State if 
such individual: 


(a) was a resident of the first-mentioned State for 
120 months during any period of 20 consecutive 
years preceding the alienation of the property; 
and 


(b) was a resident of the first-mentioned State at 
any time during the ten years immediately pre- 
ceding the alienation of the property; 


and if such property (or property for which such 
property was substituted in an alienation the gain on 
which was not recognized for the purposes of taxa- 
tion in the first-mentioned State) was owned by. the 
individual at the time he ceased to be a resident of 
the first-mentioned State. 


History: Para. 5 amended by 1983 Protocol, article VI, para. 2. 
Technical Explanation [1984]: 


Paragraph 5 states that, despite paragraph 4, a Contracting State 
may impose tax-on gains derived by an individual who is a resident 
of the other Contracting State if such individual was a resident of 
the first-mentioned State for 120 months (whether or not consecu- 
tive) during any period of 20 consecutive years preceding the alien- 
ation of the property, and was a resident of that State at any time 
during the 10-year period immediately preceding the alienation of 
the property. The property (or property received in substitution in a 
tax-free transaction in the first-mentioned State) must have been 
owned by the individual at the time he ceased to be a resident of the 
first-mentioned State. 
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6. Where an individual (other than a citizen of the 
United States) who was a resident of Canada became 
a resident of the United States, in determining his li- 
ability to United States taxation in respect of any 
gain from the alienation of a principal residence in 
Canada owned by him at the time he ceased to be a 
resident of Canada, the adjusted basis of such prop- 
erty shall be no less than its fair market value at that 
time. 


Technical Explanation [1984]: 


Paragraph 6 provides a rule to coordinate Canadian and United 
States taxation of gains from the alienation of a principal residence 
situated in Canada. An individual (not a citizen of the United States) 
who was a resident of Canada and becomes a resident of the United 
States may determine his liability for U.S. income tax purposes in 
respect of gain from the alienation of a principal residence in Can- 
ada owned by him at the time he ceased to be a resident of Canada 
by claiming an adjusted basis for such residence in an amount no 
less than the fair market value of the residence at that time. Under 
paragraph 2(b) of Article XXX, the rule of paragraph 6 applies to 
gains realized for U.S. income tax purposes in taxable years begin- 
ning on or after the first day of January next following the date 
when instruments of ratification are exchanged, even if a particular 
individual described in paragraph 6 ceased to be a resident of Can- 
ada prior to such date. Paragraph 6 supplements any benefits availa- 
ble to a taxpayer pursuant to the provisions of the Code, e.g., sec- 
tion 1034. 


7. Where at any time an individual is treated for the 
purposes of taxation by a Contracting State as having 
alienated a property and is taxed in that State by rea- 
son thereof and the domestic law of the other Con- 
tracting State at such time defers (but does not for- 
give) taxation, that individual may elect in his annual 
return of income for the year of such alienation to be 
liable to tax in the other Contracting State in that 
year as if he had, immediately before that time, sold 
and repurchased such property for an amount equal 
to its fair market value at that time. 


Technical Explanation [1984]: 


Paragraph 7 provides a rule to coordinate U.S. and Canadian taxa- 
tion of gains in circumstances where an individual is subject to tax 
in both Contracting States and one Contracting State deems a taxa- 
ble alienation of property by such person to have occurred, while 
the other Contracting State at that time does not find a realization or 
recognition of income and thus defers, but does not forgive, taxa- 
tion. In such a case the individual may elect in his annual return of 
income for the year of such alienation to be liable to tax in the latter 
Contracting State as if he had sold and repurchased the property for 
an amount equal to its fair market value at a time immediately prior 
to the deemed alienation. The provision would, for example, apply 
in the case of a gift by a U.S. citizen or a U.S. resident individual 
which Canada deems to be an income producing event for its tax 
purposes but with respect to which the United States defers taxation 
while assigning the donor’s basis to the donee. The provision would 
also apply in the case of a U.S. citizen who, for Canadian tax pur- 
poses, is deemed to recognize income upon his departure from Can- 
ada. but not to a Canadian resident (not a U.S. citizen) who is 
deemed to recognize such income. The rule does not apply in the 
case of death, although Canada also deems that to be a taxable 
event, because the United States in effect forgives income taxation 
of economic gains at death. If in one Contracting State there are 
losses and gains from deemed alienations of different properties, 
then paragraph 7 must be applied consistently in the other Con- 
tracting State within the taxable period with respect to all such 
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properties. Paragraph 7 only applies, however, if the deemed aliena- 
tions of the properties result in a net gain. 


8. Where a resident of a Contracting State alienates 
property in the course of a corporate or other organi- 
zation, reorganization, amalgamation, division or 
similar transaction and profit, gain or income with 
respect to such alienation is not recognized for the 
purpose of taxation in that State, if requested to do 
so by the person who acquires the property, the com- 
petent authority of the other Contracting State may 
agree, in order to avoid double taxation and subject 
to terms and conditions satisfactory to such compe- 
tent authority, to defer the recognition of the profit, 
gain or income with respect to such property for the 
purpose of taxation in that other State until such time 
and in such manner as may be stipulated in the 
agreement. 


History: Para. 8 amended by 1995 Protocol, article 8, generally ef- 
fective with respect to taxation years beginning on or after January 
1, 1996 (see Art. 21 under “Application of the 1995 Protocol” 
above). Para. 8 formerly read: 


8. Where a resident of a Contracting State alienates property 
in the course of a corporate organization, reorganization, 
amalgamation, division or similar transaction and profit, gain 
or income with respect to such alienation is not recognized 
for the purpose of taxation in that State, if requested to do so 
by the person who acquires the property, the competent au- 
thority of the other Contracting State may agree, in order to 
avoid double taxation and subject to terms and conditions sat- 
isfactory to such competent authority, to defer the recognition 
of the profit, gain or income with respect to such property for 
the purpose of taxation in that other State until such time and 
in such manner as may be stipulated in the agreement. 


Technical Explanation [1995 Protocol]: 


Article 8 of the Protocol broadens the scope of paragraph 8 of Arti- 
cle XIII (Gains) of the Convention to cover organizations, reorgani- 
zations, amalgamations, and similar transactions involving either 
corporations or other entities. The present Convention covers only 
transactions involving corporations. The amendment is intended to 
make the paragraph applicable to transactions involving other types 
of entities, such as trusts and partnerships. 


As in the case of transactions covered by the present Convention, 
the deferral allowed under this provision shall be for such time and 
under such other conditions as are stipulated between the person ac- 
quiring the property and the competent authority. The agreement of 
the competent authority of the State of source is entirely discretion- 
ary and, when granted, will be granted only to the extent necessary 
to avoid double taxation. 


Technical Explanation [1984]: 


Paragraph 8 concerns the coordination of Canadian and U.S. rules 
with respect to the recognition of gain on corporate organizations, 
reorganizations, amalgamations, divisions, and similar transactions. 
Where a resident of a Contracting State alienates property in such a 
transaction, and profit, gain, or income with respect to such aliena- 
tion is not recognized for income tax purposes in the Contracting 
State of residence, the competent authority of the other Contracting 
State may agree, pursuant to paragraph 8, if requested by the person 
who acquires the property, to defer recognition of the profit, gain, or 
income with respect to such property for income tax purposes. This 
deferral shall be for such time and under such other conditions as 
are stipulated between the person who acquires the property and the 
competent authority. The agreement of the competent authority of 
the State of source is entirely discretionary and will be granted only 
to the extent necessary to avoid double taxation of income. This 
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provision means, for example, that the United States competent au- 
thority may agree to defer recognition of gain with respect to a 
transaction if the alienator would otherwise recognize gain for U.S. 
tax purposes and would not recognize gain under Canada’s law. The 
provision only applies, however, if alienations described in para- 
graph 8 result in a net gain. In the absence of extraordinary circum- 
stances the provisions of the paragraph must be applied consistently 
within a taxable period with respect to alienations described in’ the 
paragraph that take place within that period, 


9. Where a person who is a resident of a Contracting 
State alienates a capital asset which may in accor- 
dance with this Article be taxed in the other Con- 
tracting State and 


(a) that person owned the asset on September 26, 
1980 and was resident in the first-mentioned 
State on that date; or 


(b) the asset was acquired by that person in an 
alienation of property which qualified as a non- 
recognition transaction for the purposes of taxa- 
tion in that other State; 


the amount of the gain which is liable to tax in that 
other State in accordance with this Article shall be 
reduced by the proportion of the gain attributable on 
a monthly basis to the period ending on December 
31 of the year in which the Convention enters into 
force, or such greater portion of the gain as is shown 
to the satisfaction of the competent authority of the 
other State to be reasonably attributable to that pe- 
riod. For the purposes of this paragraph the term 
“non-recognition transaction” includes a transaction 
to which paragraph 8 applies and, in the case of taxa- 
tion in the United States, a transaction that would 
have been a non-recognition transaction but for Sec- 
tions 897(d) and 897(e) of the Internal Revenue 
Code. The provisions of this paragraph shall not ap- 
ply to 
(c) an asset that on September 26, 1980 formed 
part of the business property of a permanent es- 
tablishment or pertained to a fixed base of a resi- 
dent of a Contracting State situated in the other 
Contracting State; | 


(d) an alienation by a resident of a Contracting 
State of an asset that was owned at any time after 
September 26, 1980 and before such alienation 
by a person who was not at all times after that 
date while the asset was owned by such person a 
resident of that State; or 


(e) an alienation of an asset that was acquired by 
a person at any time after September 26, 1980 
and before such alienation in a transaction other 
than a non-recognition transaction. 


History: Para. 9 amended by 1983 Protocol, article VI, para. 3. 
Technical Explanation [1984]: 


Paragraph 9 provides a transitional rule reflecting the fact that under 
Article VIII of the 1942 Convention gains from the sale or exchange 
of capital assets are exempt from taxation in the State of source pro- 
vided the taxpayer had no permanent establishment in that State. 
Paragraph 9 applies to deemed, as well as actual, alienations or dis- 
positions. In addition, paragraph 9 applies to a gain described in 


Art. XIII 


paragraph 1, even though such gain is also income within the mean- 
ing of paragraph 3 of Article VI. Paragraph 9 will apply to transac- 
tions notwithstanding section 1125(c) of the Foreign Investment in 
Real Property Tax Act, Public Law 96-499 (“FIRPTA”’). 


Paragraph 9 applies to capital assets alienated by a resident of a 
Contracting State if (a) that person owned the asset on September 
26, 1980 and was a resident of that Contracting State on September 
26, 1980 (and at all times after that date until the alienation), or (b) 
the asset was acquired by that person in an alienation of property 
which qualified as a non-recognition transaction for tax purposes in 
the other Contracting State. For purposes of subparagraph 9(b), a 
non-recognition transaction is a transaction in which gain resulting 
therefrom is, in effect, deferred for tax purposes, but is not perma- 
nently forgiven. Thus, in the United States, certain tax-free organi- 
zations, reorganizations, liquidations and like-kind exchanges will 
qualify as non-recognition transactions. However, a transfer of 
property, at death will not constitute a non-recognition transaction, 
since any gain due to appreciation in the property is permanently 
forgiven in the United States due to the fair market value basis 
taken by the recipient of the property. If a transaction is a non-rec- 
ognition transaction for tax purposes, the transfer of non-qualified 
property, or “boot,” which may cause some portion of the gain on 
the transaction to be recognized, will not cause the transaction to 
lose its character as a non-recognition transaction for purposes of 
subparagraph 9(b). In addition, a transaction that would have been a 
non-recognition transaction in the United States but for the applica- 
tion of sections 897(d) and 897(e) of the Code will also constitute a 
non-recognition transaction for purposes of subparagraph 9(b). Fur- 
ther, a transaction which is not a non-recognition transaction under 
USS. law, but to which non-recognition treatment is granted pursu- 
ant to the agreement of the competent authority under paragraph 8 
of this Article, is a non-recognition transaction for purposes of sub- 
paragraph 9(b). However, a transaction which is not a non-recogni- 
tion transaction under U.S. law does not become a non-recognition 
transaction for purposes of subparagraph 9(b) merely because the 
basis of the property in the hands of the transferee is reduced under 
section 1125(d) of FIRPTA. 


The benefits of paragraph 9 are not available to the alienation or 
disposition by a resident of a Contracting State of an asset that (a) 
on September 26, 1980 formed part of the business property of a 
permanent establishment or pertained to a fixed base which a resi- 
dent of that Contracting State had in the other Contracting State, (b) 
was alienated after September 26, 1980 and before the alienation in 
question in any transaction that was not a non-recognition transac- 
tion, as described above, or (c) was owned at any time prior to the 
alienation in question and after September 26, 1980 by a person 
who was not a resident of that same Contracting State after Septem- 
ber 26, 1980 while such person held the asset. Thus, for example, in 
order for paragraph 9 to be availed of by a Canadian resident who 
did not own the alienated asset on September 26, 1980, the asset 
must have been owned by other Canadian residents continuously af- 
ter September 26, 1980 and must have been transferred only in 
transactions which were non-recognition transactions for U.S. tax 
purposes. 


The availability of the benefits of paragraph 9 is illustrated by the 
following examples. It should be noted that the examples do not 
purport to fully describe the U.S. and Canadian tax consequences 
resulting from the transactions described therein. Any condition for 
the application of paragraph 9 which is not discussed in an example 
should be assumed to be satisfied. 


Example 1. 


A, an individual resident of Canada, owned an appreciated U.S. real 
property interest on September 26, 1980. On January 1, 1982, A 
transferred the U.S. real property interest to X, a Canadian corpora- 
tion, in exchange for 100 percent of X’s voting stock. A’s gain on 
the transfer to X is exempt from U.S. tax under Article VIII of the 
1942 Convention. Since the transaction qualifies as a non-recogni- 


2609 


Art. Xl 


tion transaction for U.S. tax purposes, as described above, X is enti- 
tled to the benefits of paragraph 9, pursuant to subparagraph 9(b), 
upon a subsequent disposition of the-U.S. real property interest oc- 
curring after the entry into force of this Convention. If A’s transfer 
to X had instead occurred after the entry into force of this Conven- 
tion, A would be entitled to the benefits of paragraph 9, pursuant to 
subparagraph 9(a), with respect to U.S. taxation of that portion of 
the gain resulting from the transfer to X that is attributable on a 
monthly basis to the period ending on December 31 of the year in 
which the Convention enters into force (or a greater portion. of the 
gain as is shown to the satisfaction of the U.S. competent authority). 
X would be entitled to the benefits of paragraph 9 pursuant to sub- 
paragraph 9(b), upon a subsequent disposition of the U.S. real prop- 
erty interest. | 


Example 2. 


The facts are thé same as in Example 1, except that A is a corpora- 
tion which is resident in Canada. Assuming that the transfer of the 
U.S. real property interest to X is a section 351 transaction or a tax- 
free reorganization for U.S. tax purposes, the results are the same as 
in Example 1. 


Example 3. 


The facts are the same as in Example 1, except that.X is a U.S. 
corporation. If the transfer to X by A took place on January 1, 1982, 
A’s gain on the transfer to X would be exempt from tax under Arti- 
cle VII of the 1942 Convention and A would be.entitled to the ben- 
efits of paragraph 9, pursuant to subparagraph 9(b), upon a subse- 
quent disposition of the stock of X occurring after the entry into 
force of this Convention. If the transfer to X by A took place after 
the entry into force of this Convention, A would be entitled to the 
benefits of paragraph 9, pursuant to subparagraph 9(a), with respect 
to U.S. taxation (if any) of the gain resulting from the transfer to X, 
and would also be entitled to the benefits of paragraph 9, pursuant 
to subparagraph 9(b), upon.a subsequent disposition of the stock of 
X. For several reasons, including the fact that X is a U.S. corpora- 
tion, paragraph 9 has no impact on the U.S. tax consequences of a 
subsequent disposition by X of the U.S. real property interest in e1- 
ther case. 


Example 4. 


B, a corporation resident in Canada, owns all of the stock of C, 
which is also a corporation resident in Canada. C owns a U.S. real 
property interest. After the Convention enters into force, B liqui- 
dates C in a section 332 liquidation. The transaction is treated as a 
non-recognition transaction for U.S. tax purposes under the defini- 
tion of a non-recognition transaction described above. C is entitled 
to the benefits of paragraph 9, pursuant to subparagraph 9(a), with 
respect to gain taxed (if any) under section 897(d), and B is entitled 
to the benefits of paragraph 9, pursuant to subparagraph 9(b), upon 
a subsequent disposition of the U.S. real property interest. Gener- 
ally, the United States would not subject B to tax upon the liquida- 
tion of C. 


Example 5. 


The facts are the same as in Example 4, except that C is a US. 
corporation. B is entitled to the benefits of paragraph 9, pursuant to 
subparagraph 9(a), with respect to'U.S. taxation (if any) of the gain 
resulting from the liquidation of C. B is not entitled to the benefits 
of paragraph 9 upon a subsequent disposition of the U.S. real prop- 
erty interest since that asset was held after September 26, 1980 by a 
person who was not a resident of Canada. The U.S. tax conse- 
quences to C are governed by the internal law of the United States. 


Example 6. 


D, an individual resident of the United States, owns Canadian real 
estate. On January 1, 1982, D transfers the Canadian real estate to 
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E, a corporation resident in Canada, in exchange for all of E’s stock. 
This transfer is treated as a taxable transaction under the Income 
Tax Act of Canada: However, D’s gain on the transfer is exempt 
from Canadian tax under Article VII .ofthe 1942 Convention. D is 
not entitled to the benefits of subparagraph 9(b) upon a subsequent 
disposition of the stock of E since the stock was not transferred in a 
transaction which was a non-recognition transaction for Canadian 
tax purposes. E is not entitled to Canadian benefits under this para- 
graph since, inter alia, it is a Canadian resident. (However, under 
Canadian law, both D and E would have a basis for tax purposes 
equal to the fair market value of the property at the time of D's 
transfer). If the transfer to E had taken place after entry into force of 
this Convention, D would be entitled to the benefits of paragraph 9, 
pursuant to subparagraph 9(a), with respect to Canadian tax result- 
ing from the transfer to E, but would not be entitled to the benefits 
of subparagraph 9(b) upon a subsequent disposition of the E stock. 
(Note that E could seek to have the transaction treated as a non- 
recognition transaction under paragraph 8 of this Article, with the 
result that, if the competent authority agrees, D will take a carryover 
basis in the stock of E and be entitled to the benefits of subpara- 
graph 9(b) upon, a subsequent disposition thereof). 


Example ihe 


The facts are the same as in Example 6, except that E is a U.S. 
corporation. This transaction is also a recognition event under Cana- 
dian law at the shareholder level. The results are generally the same 
as in Example 6. However, if the transfer to E had been granted 
non-recognition treatment in Canada pursuant to paragraph 8, both 
D and E would be ‘entitled to the benefits of paragraph 9 for Cana- 
dian tax purposes, pursuant to subparagraph 9(b), upon subsequent 
dispositions. of the stock of E or the Canadian real estate, 
respectively. 


Example 8. 


F, an individual resident of the United States, owns all of the stock 
of G, a Canadian corporation, which in turn owns Canadian real es- 
tate. F causes G to be amalgamated in a merger with another Cana- 
dian corporation. This is a non-recognition transaction under Cana- 
dian law and F is entitled for Canadian tax purposes, to the benefits 


‘of paragraph 9, pursuant to subparagraph 9(b), upon a subsequent 


disposition of the stock of the other Canadian corporation. 


Example 9. 


H, a U.S. corporation, owns all of the stock of J, another U.S. cor- 
poration. J owns Canadian real estate. H liquidates J. For Canadian 
tax purposes, no tax is imposed on H as a result of the liquidation 
and H receives a fair market value basis in the Canadian real estate. 
Accordingly, since gain has been forgiven due to the fair market 
value basis (rather than postponed in a non-recognition transaction), 
H would not be entitled to the benefits of subparagraph 9(b) upon 
the subsequent disposition of the Canadian real estate. Canada 
would impose a tax on J, but J would be entitled to the benefits of 
paragraph 9, pursuant to subparagraph 9(a), with respect to Cana- 
dian tax imposed on the liquidation. 


Example 10. 


The facts are the same as in Example 9, except that J is a Canadian 
corporation. Paragraph 9 does not affect the Canadian taxation of J. 
While H is subject to Canadian tax on the liquidation of J, H is 
entitled to the benefits of paragraph 9, pursuant to subparagraph 
9(a), with respect to such Canadian taxation. H will take a fair mar- 
ket value basis (rather than have gain postponed in a non-recogni- 
tion transaction) in the Canadian real estate for Canadian tax pur- 
poses and is thus not-entitled to the benefits of paragraph 9 upon a 
subsequent disposition of the Canadian real estate (since, inter alia, 
the gain has been forgiven due to the fair market value basis). 
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Example 11. 


< 


Ki aus. corporation, owns the stock of L, another U:S. corpora- 


tion, which in turn owns Canadian real estate. K causes L: to be 


‘ Paragraph 9 provides that where a resident of Canada or the United | 


merged into, another.U.S. corporation. For Canadian tax; purposes, 


such a transaction is treated as a recognition event, but Canada will 


not impose a tax on K under its internal law. Canada would impose ) 
‘tax on L, but L is entitled to the benefits of paragraph 9, pursuant to. 


subparagraph 9(a), with respect to Canadian taxation of gain result- 


ing from the merger. The acquiring’ U.S. corporation would take a/ 


fair market value basis in the Canadian real estate, and would thus 
not be entitled to the benefits of subparagraph 9(b) upon a subse- 


quent disposition of the real estate. (Note that the ‘acquiring U.S. | 
‘corporation could seek to obtain non-recognition treatment under 
paragraph 8 of this Article, with the result that, if approved by the 
‘competent authority, it would obtain a carryover basis in the prop- 
erty and be entitled to the benefits of subparagraph 9(b) upon a sub- . 
sequent disposition of the Canadian real estate). 


States is subject to tax pursuant to, Article XIII in the. other Con- 
tracting State on gains from the alienation of a capital; asset,. and if 


the other.conditions of paragraph 9 are satisfied, the amount of the | 
gain shall be reduced for tax purposes in. that, other. State by. the 
amount of the gain attributable to the period during which the prop- 


erty was held. up to and including December 31.of the year in which 
the documents of ratification are exchanged..The gain attributable to 
such person’ is normally determined by dividing the total gain. by 
the number. of full.calendar months the. property was held by. such 


person, including, in the case of an alienation described in para-. 


graph 9(b), the number of months in which a predecessor in interest 


held. the property,.and multiplying such monthly. amount by. the 


number of full calendar months ending on or before December 31 of 
the year in which the instruments of ratification are exchanged. 


Upon a clear showing, however, a taxpayer may prove that a greater 
portion of the gain was attributable to the specified period. Thus, in 
the United States the fair market value of the alienated property at 
the treaty valuation date may be established under paragraph 9 in 
the manner and with the evidence that is generally required by U.S. 
Federal income, estate, and gift tax regulations. For this purpose a 
taxpayer may use valid appraisal techniques for valuing real estate 
such as the comparable sales approach (see Rey. Proc. 79-24, 1979- 
1 C.B. 565) and the reproduction cost approach. If more than one 
property is alienated in a single tranisaction each property will be 
considered individually. 


A taxpayer who desires to make this alternate showing for U.S, tax 
purposes must so indicate on his U.S. income tax return for the year 
of the sale or exchange and must attach to the return a statement 
describing the relevant evidence. The U.S. competent authority or 


his authorized. delegate will determine whether the taxpayer has sat- 


isfied the requirements of paragraph 9. 


The amount of gain which is reduced by-reason, of the application of 
paragraph 9 is not to be.treated for U.S. tax purposes as an amount 


of “nontaxed gain” under section 1125(d)(2)(B) of FIRPTA, where | 
that section would otherwise apply: (Note that gain not taxed by 


virtue of the 1942, Convention is “nontaxed gain”). 


U.S. residents, citizens and former citizens remain subject to U.S. 
taxation on gains as provided’ by the Code notwithstanding the pro- 


visions ‘of Article XIII, other than paragraphs 6 and 7. See 


paragraphs 2 and 3(a) of Article XXIX (Miscellaneous Rules). 


1.T. Technical News: No. 4 (article XIII:9 of the Canada-U:S. tax 
convention (1980)). 


“Article XIV — Independent, Personal 
Services | 


Income derived by an individual who is a resident of 


“Sic: Should read “period”. 


Art. XV 


a Contracting State*in respect of independent per- 
sonal ‘services-may ‘be taxed in that State:’Such in- 
come may also be taxed in the other Contracting 
State if the individtial has or had a fixed base regu- 
larly available to him in that other State ‘but only to 
the extent that the income is aie inttg to the fixed 


base. 


Related P pRSRSBKO: ITA 146(1)“earned income”(c) 2 Income 
exempted! by tax, treaty: 1s not Famen income ofa non-tesident for 
RRSP. purposes. 


Technical Explanation [1984]: 


Article XIV concerns the; taxation. of income. deriyed. by, an andivid- 
ual in respect of the performance of independent personal services. 
Such income may be taxed in the Contracting State of which such 
individual is a resident: It may also be taxed in the other Contracting 
State if the ‘individual has or had a fixed base regularly ‘available to 
him in the other; State’ for the purpose of performing his activities, 


_butjonly to the extent: that the income: is attributable; to «that fixed 


base. The use of the term “has or,had” ensures, that a, Contracting 
State in which a fixed base existed has the right to tax income attrib- 
utable to that fixed base even if there’ is a delay between the termi- 
nation of the fixed base and ‘the receipt or accrual of such income. 


Unlike Article VII of the 1942 Convention, which provides a lim- 
ited exemption from tax at source 6n income from independent per- 
sonal services, Article XIV does not restrict: the exemption to. per- 
sons present in the State of source for fewer than 184 days. 
Furthermore, Article XIV does not allow the $5,000. exemption; at 
source of the 1942 Convention, which.was available even if services 
were performed through a fixed base: However, Article XIV’ pro- 
vides peneny ves inn at source i a fixed base ‘does: not exist. 


Article XV — papentiett Personal 
Services’ 


1. Subject to the provisions of Articles XVII (Pen- 
sions and Annuities) and XIX (Government Ser- 
vice), salaries, wages and other similar remuneration 
derived by a resident of a Contracting State in re- 
spect of an employment shall be taxable only 1 in that 
State unless the employment is exercised in the other 
Contracting State. If the employment is.so exercised, 
such remuneration as is derived therefrom may. be 
taxed in that other State. 

Technical Explanation [1984]: 

Paragraph. 1 provides. that, in general, salaries, wages, and other 
similar remuneration derived by a.resident of a Contracting State in 
respect of an employment are taxable only in. that. State unless. the 
employment is exercised in the other Contracting State. If the em- 
ployment is exercised in the other Contracting State, the entire re- 
muneration derived therefrom may be taxed in that other State but 
only if, as provided by paragraph 2, the recipient is present in the 
other State for a period or periods exceeding 183 days in the calen- 
dar year,‘or'the remuneration is borne by an employer who is a resi- 
dent of that other State or by a permanent establishment or fixed 
base which. the employer has in. that other State. However, in all 
cases where the employee earns $10,000°or less in the currency. of 
the State of source, such earnings are exempt from tax in that State. 
“Bome by” means allowablé as a deduction in computing taxable 
income: Thus, ifa Canadian. residént individual employed at the Ca- 
nadian permanent establishment of a U.S.:company, performs ser- 
vices in the United States, the income earned! by the employee from 


such services is not exempt from U.S. tax under paragraph 1 if such 
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Art. XV 


income exceeds $10,000 (U.S.) because the U.S. company is enti- 
tled to a deduction for such wages in computing its taxable income. 


2. Notwithstanding the provisions of paragraph 1, re- 
muneration derived by a resident of a Contracting 
State in respect of an employment exercised in a cal- 
endar year in the other Contracting State shall be 
taxable only in the first-mentioned State if: 


(a) such remuneration does not exceed ten thou- 
sand dollars ($10,000) in the currency of that 
other State; or 


(b) the recipient is present in the other Con- 
tracting State for a period or periods not exceed- 
ing in the aggregate 183 days in that year and the 
remuneration is not borne by an employer who 1s 
a resident of that other State or by a permanent 
establishment or a fixed base which the employer 
has in that other State. 

Related Provisions: ITA 146(1)“earned income”(c) — Income 


exempted by tax treaty is not earned income of a non-resident for 
RRSP purposes. 


Technical Explanation [1984]: 
See Article XV, para. 1. 


3. Notwithstanding the provisions of paragraphs | 
and 2, remuneration derived by a resident of a Con- 
tracting State in respect of an employment regularly 
exercised in more than one State on a ship, aircraft, 
motor vehicle or train operated by a resident of that 
Contracting State shall be taxable only in that State. 
Related Provisions: Art. III:1(h) — Meaning of “international 
traffic”; ITA 146(1)“earned income” (c) — Income exempted by tax 
treaty is not earned income of a non-resident for RRSP purposes. 
Technical Explanation [1984]: 


Paragraph 3 provides that a resident of a Contracting State is ex- 
empt from tax in the other Contracting State with respect to remu- 
neration derived in respect of an employment regularly exercised in 
more than one State on a ship, aircraft, motor vehicle, or train oper- 
ated by a resident of the taxpayer’s State of residence. The word 
‘regularly* is intended to distinguish crew members from persons 
occasionally employed on a ship, aircraft, motor vehicle, or train. 
Only the Contracting State of which the employee and operator are 
resident has the right to tax such remuneration. However, this provi- 
sion is subject to the ‘saving clause‘ of paragraph 2 of Article XXIX 
(Miscellaneous Rules), which permits the United States to tax its 
citizens despite paragraph 3. 

Article XV states that its provisions are overridden by the more spe- 
cific rules of Article XVIII (Pensions and Annuities) and Article 
XIX (Government Services). 


Article XV! — Artistes and Athletes 


1. Notwithstanding the provisions of Articles XIV 
(Independent Personal Services) and XV (Dependent 
Personal Services), income derived by a resident of a 
Contracting State as an entertainer, such as a theatre, 
motion picture, radio or television artiste, or a musi- 
cian, or as an athlete, from his personal activities as 
such exercised in the other Contracting State, may be 
taxed in that other State, except where the amount of 
the gross receipts derived by such entertainer or ath- 


Canada—U.S. Tax Convention 


lete, including expenses reimbursed to him or borne 
on his behalf, from such activities do not exceed fif- 
teen thousand dollars ($15,000) in the currency of 
that other State for the calendar year concerned. 


Related Provisions: ITA 146(1)“earned income”(c) — Income 
exempted by tax treaty is not earned income of a non-resident for 
RRSP purposes. 


Technical Explanation [1984]: 


Article XVI concerns income derived by a resident of a Contracting 
State as an entertainer, such as a theatre, motion picture, radio, or 
television artiste, or a musician, or as an athlete, from his personal 
activities as such exercised in the other Contracting State. Article 
XVI overrides Articles XIV (Independent Personal Services) and 
XV (Dependent Personal Services) to allow source basis taxation of 
an entertainer or athlete in cases where the latter Articles would not 
permit such taxation. Thus, paragraph | provides that certain in- 
come of an entertainer or athlete may be taxed in the State of source 
in all cases where the amount of gross receipts derived by the enter- 
tainer or athlete, including expenses reimbursed to him or borne on 
his behalf, exceeds $15,000 in the currency of that other State for 
the calendar year concerned. For example, where a resident of Can- 
ada who is an entertainer derives income from his personal activi- 
ties as an entertainer in the United States, he is taxable in the United 
States on all such income in any case where his gross receipts are 
greater than $15,000 for the calendar year. Article XVI does not 
restrict the right of the State of source to apply the provisions of 
Articles XIV and XV. Thus, an entertainer or athlete resident in a 
Contracting State and earning $14,000 in wages borne by a perma- 
nent establishment in the other State may be taxed in the other State 
as provided in Article XV. 


2. Where income in respect of personal activities ex- 
ercised by an entertainer or an athlete in his capacity 
as such accrues not to the entertainer or athlete but to 
another person, that income may, notwithstanding 
the provisions of Articles VII (Business Profits), 
XIV (Independent Personal Services) and XV (De- 
pendent Personal Services), be taxed in the Con- 
tracting State in which the activities of the enter- 
tainer or athlete are exercised. For the purposes of 
the preceding sentence, income of an entertainer or 
athlete shall be deemed not to accrue to another per- 
son if it is established that neither the entertainer or 
athlete, nor persons related thereto, participate di- 
rectly or indirectly in the profits of such other person 
in any manner, including the receipt of deferred re- 
muneration, bonuses, fees, dividends, partnership 
distributions or other distributions. 


Technical Explanation [1984]: 


Paragraph 2 provides that where income in respect of personal ac- 
tivities exercised by an entertainer or an athlete accrues not to the 
entertainer or athlete himself but to another person, that income 
may, notwithstanding the provisions of Article VII (Business Prof- 
its), Article XIV, and Article XV, be taxed in the Contracting State 
in which the activities are exercised. The anti-avoidance rule of par- 
agraph 2 does not apply if it is established by the entertainer or ath- 
lete that neither he nor persons related to him participate directly or 
indirectly in the profits of the other person in any manner, including 
the receipt of deferred remuneration, bonuses, fees, dividends, part- 
nership distributions, or other distributions. 


Thus, if an entertainer who is a resident of Canada is under contract 
with a company and the arrangement between the entertainer and 
the company provides for payments to the entertainer based on the 
profits of the company, all of the income of the company attributa- 
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Art. XVII — Withholding of Taxes.in Respect of Personal 


ble to. the performer’s U.S. activities may be taxed in the United 
States irrespective of whether the company maintains a permanent 
establishment in the United States. Paragraph 2 does not affect the 
rule of paragraph 1 that applies to the entertainer or athlete himself. 


3. The provisions of paragraphs 1 and 2 shall not ap- 
ply to the income of: | Pladireerasy ste eee 


(a) an athlete in respect of his activities as an em- 
ployee of a team which participates in a league 
with regularly scheduled games in both Con- 
tracting States; or eas 


~. (b) a team, described in subparagraph (a). 
History: Para. 3 amended by.1983 Protocol, article VII, para... 
Technical Explanation [1984]: 


Paragraph 3 provides that paragraphs 1 and 2 of Article XVI do not 
apply to the income of an athlete in respect of an employment with 
a team which participates in a league with regularly scheduled 
games in both Canada and the United States, nor do those 
‘paragraphs apply to the income of such a team. Such an athlete is 
subject to the rules‘of Article XV. Thus; the athlete’s remuneration 
would be exempt from tax in the Contracting State of source if he 1s 
a resident of the other Contracting State and:earns $10,000 or less in 
the currency of the State of source, or if he is present in that State 
for a period or periods not exceeding in the aggregate 183 days in 
the calendar year, and his remuneration is not borne by a resident of 
that State or a permanent establishment or fixed base in that State. 
In addition, a team described in paragraph 3 may not be taxed in a 
Contracting State under paragraph 2 of this Article solely by reason 
of the fact that a member of the team may participate in the profits 
of the team through the receipt of a bonus based, for example, on 
ticket sales. The employer may be taxable pursuant to other articles 
of the Convention, such as Article VII. 


4. Notwithstanding the provisions of Articles XIV 
(Independent Personal Services) and XV (Dependent 
Personal Services) an amount paid by a resident of a 
Contracting State to a resident of the other Con- 
tracting State as an inducement to sign an agreement 
relating to the performance of the services of an ath- 
lete (other than an amount referred to in paragraph 1| 
of Article XV (Dependent Personal Services) may be 
taxed in the first-mentioned State, but the tax so 
charged shall not exceed 15 per cent of the gross 
amount of such payment. © 

History: Para. 4 added by 1983 Protocol, article VII, para. 2. 
Technical Explanation [1984]: 


Paragraph 4 provides that, notwithstanding Articles XIV and XV, 
an aitiount paid by a resident of a Contracting State to a resident of 
the other State as an inducement to sign an agreement relating to the 
performance of the services of an athlete may be taxed in the first- 
mentioned State. However, the tax imposed may not exceed 15 per- 
cent of the gross amount of the payment. The provision clarifies the 
taxation of signing bonuses in a manner consistent with their treat- 
ment under U‘S. interpretations of the 1942 Convention. Amounts 
paid as salary or other remuneration for the performance of the ath- 
letic services themselves are not taxable under this provision, but 
are subject to the provisions of paragraphs 1 and 3-of this Article, or 
Articles XIV or XV, as the case may be. The paragraph covers all 
amounts paid (to the athlete or another person) as an inducement to 
sign an agreement for the services of an athlete, such as a bonus to 
sign a contract not to perform for other teams. An amount described 
in this paragraph is not to be included in determining the amount of 
gross receipts derived by an athlete in a calendar year for purposes 
of paragraph 1. Thus, if an athlete receives, a $50,000 signing bonus 


Art: XVII 


and.a$12,000. salary for a taxable year, the State of source would 
not be entitled to tax the salary portion of the receipt of the athlete 
for that year under paragraph | of this Article. 


Article XVIl — Withholding of Taxes in 
Respect of Personal Services 


1. Deduction and withholding of tax on account of 
the tax liability for a taxable year on remuneration 
paid to an individual who is a resident of a Con- 
tracting State Gncluding an entertainer or athlete) in 
respect of the performance of independent personal 
services in the other Contracting State may be re- 
quired by. that other State, but with respect to the 
first five thousand dollars ($5,000) in the currency of 
that other State, paid as remuneration in that taxable 
year by each payer, such deduction and withholding 
shall not exceed 10 per cent of the payment. 


Technical Explanation [1984]: 


Article XVII confirms that a Contracting State may require with- 
holding of tax on account of tax liability with respect to remunera- 
tion paid to an individual who is a resident of the other Contracting 
State, including an entertainer or athlete, in respect of the perform- 
ance of independent personal services in the first-mentioned State. 
However, withholding with respect to the first $5,000 (in the cur- 
rency of the State of source) of such remuneration paid in that taxa- 
ble year by each payor shall not exceed 10 percent of such payment. 
In the United States, the withholding described in paragraph | re- 
lates to withholding with respect to income tax liability and does not 
relate to withholding with respect to other taxes, such as social se- 
curity taxes. Nor is the paragraph intended to suggest that withhold- 
ing in circumstances not specifically mentioned, such as withhold- 
ing with respect to dependent personal services, is precluded by the 
Convention. 


2. Where the competent authority of a Contracting 
State considers that an amount that would otherwise 
be deducted or withheld from any amount paid or 
credited to an individual who is a resident of the 
other Contracting State in respect of the performance 
of personal services in the first-mentioned State is 
excessive in relation to the estimated tax liability for 
the taxable year of that individual in the first-men- 
tioned State, it may determine that a lesser amount 
will be deducted or withheld. 


Technical Explanation [1984]: 


Paragraph 2 provides that in any case where the competent authority 
of Canada or the United States believes that withholding with re- 
spect to remuneration for the performance of personal services is 
excessive in relation to the estimated tax liability of an individual to 
that State for a taxable year, it may determine that a lesser amount 
will be deducted or withheld. In the case of independent personal 
services, paragraph 2 may thus result in a lesser withholding than 
the maximum authorized by paragraph |. 


3. The provisions of this Article shall not affect the 
liability of a resident of a Contracting State referred 
to in paragraph | or 2 for tax imposed by the other 
Contracting State. 

Technical Explanation [1984]: 


Paragraph 3 states that the provisions of Article XVII do not affect 
the liability of a resident of a Contracting State for taxes imposed by 
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Art. XVII 


the other Contracting State. The Article deals only with the method 
of collecting taxes and not with substantive tax liability. 


Article XVIIIA of the 1942 Convention authorizes the issuance of 
regulations to specify circumstances under which residents of the 
United States temporarily performing personal services in Canada 
may be exempted from deduction and withholding of United States 
tax. This provision is omitted from the Convention as unnecessary. 
The Code and regulations provide sufficient authority to avoid ex- 
cessive withholding of U.S. income tax. Further, paragraph 2 pro- 
vides for adjustments in the amount of withholding where 
appropriate. 

History: The title of Article XVII and para. 2 amended by 1983 
Protocol, article VIII. 


Article XVIIi — Pensions and Annuities 


less tax than they dc 
Once the treaty chang 
ply as of January 1, 
be refunded to social se 
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1. Pensions and annuities arising in a Contracting 
State and paid to a resident of the other Contracting 
State may be taxed in that other State, but the 
amount of any such pension that would be excluded 
from taxable income in the first-mentioned State if 
the recipient were a resident thereof shall be exempt 
from taxation in that other State. 


History: Para. 1 amended by 1983 Protocol, article IX, para. 1. 


Selected Cases [Art. XVIIl:1]: Coblentz v. Canada, {1996} 3 
C.T.C. 295 (FCA) (No. double taxation involved in taxation of 
lump-sum payment of pension). 


Technical Explanation [1984]: 


Paragraph | provides that a resident of a Contracting State is taxable 
in that State with respect to pensions and annuities arising in the 
other Contracting State. However, the State of residence shall ex- 
empt from taxation the amount of any such pension that would be 
excluded from taxable income in the State of source if the recipient 
were a resident thereof. Thus, if a $10,000 pension payment arising 
in a Contracting State is paid to a resident of the other Contracting 
State and $5,000 of such payment would be excluded from taxable 
income as a return of capital in the first-mentioned State if the re- 
cipient were a resident of the first-mentioned State, the State of resi- 
dence shall exempt from tax $5,000 of the payment. Only $5,000 
would be so exempt even if the first-mentioned State would also 
grant a personal allowance as a deduction from gross income if the 
recipient were a resident thereof. Paragraph | imposes no such re- 
striction with respect to the amount that may be taxed in the State of 
residence in the case of annuities. 


2. However: 


(a) pensions may also be taxed in the Contracting 
State in which they arise and according to the 
laws of that State; but if a resident of the other 
Contracting State is the beneficial owner of a pe- 
riodic pension payment, the tax so charged shall 
not exceed 15 per cent of the gross amount of 
such payment; and 


(b) annuities may also be taxed in the Contracting 
State in which they arise and according to the 
laws of that State; but if a resident of the other 
Contracting State is the beneficial owner of an 
annuity payment, the tax so charged shall not ex- 
ceed 15 per cent of the portion of such payment 
that would not be excluded from taxable income 
in the first-mentioned State if the beneficial 
owner were a resident thereof. 


History: Subpara. 2(b) amended by 1983 Protocol, article IX, para. 
pe 


Technical Explanation [1984]: 


Paragraph 2 provides rules with respect to the taxation of pensions 
and annuities in the Contracting State in which they arise. If the 
beneficial owner of a periodic pension payment is a resident of the 
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other Contracting State, the tax imposed-in the State of source is 
limited to 15 percent of the gross amount of such payment. Thus, 
the State of source is not required to allow a deduction or exclusion 
for a return of capital to the pensioner, but its tax is limited in 
amount in the case of a periodic payment. Other pension payments 
may be taxed in the State of sourcé without limit. 

In the case of annuities beneficially owned by a resident of a‘Con- 
tracting State, the Contracting State of source is limited to a 15 per- 
cent tax on the portion of the payment that would not be excluded 
from taxable income (i.e., as a return of capital) in that State if the 
beneficial owner were a resident thereof. 
Information Circulars: 75-6R: Required withholding from 


amounts paid to non-resident persons performing services in 
Canada. 


3. For the purposes of this Convention, the term 
“pensions” includes any payment under a superannu- 
ation, pension or other retirement arrangement, 
Armed Forces retirement pay, war veterans pensions 
and allowances and amounts paid under a sickness, 
-accident or disability plan, but does not include pay- 
ments under an income-averaging annuity contract 
or any benefit referred to in paragraph 5. 


Related Provisions: Income Tax Conventions Interpretation Act 


5.1. — Definition of “pension”. 


History: Para. 3 amended by 1995 Protocol, article 9(1), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2)(a) under “Application of the 1995 Protocol” above). 
Para. 3 formerly read: 


3. For the purposes of this Convention, the term “pensions” 
includes any payment under a superannuation, pension or re- 
tirement plan, Armed Forces retirement pay, war veterans 
pensions and allowances and amounts paid under a sickness, 
accident or disability plan, but does not include, payments 
under an income-averaging annuity contract or any benefit re- 
ferred to in paragraph 5. 


Technical Explanation [1995 Protocol]: 


Article 9 of the Protocol amends Article XVIII (Pensions and Annu- 
ities) of the Convention. Paragraph 3 of Article XVIII defines the 
term “pensions” for purposes of the Convention, including the rules 
for the taxation of cross-border pensions in paragraphs | and 2 of 
the Article, the rules in paragraphs 2 and 3 of Article XXI (Exempt 
Organizations) for certain income derived by pension funds, and the 
rules in paragraph 1(b)(i) of Article IV (Residence) regarding the 
residence of pension funds and certain other entities. The Protocol 
amends the present definition by substituting the phrase “other re- 
tirement arrangement” for the phrase “retirement plan.” The pur- 
pose of this change is to clarify that the definition of “pensions” 
includes, for example, payments from Individual Retirement Ac- 
counts (IRAs) in the United States and to provide that. “pensions” 
inlcudes, for example, Registered Retirement Savings Plans 
(RRSPs) and Registered Retirement Income Funds (RRIFs) in Can- 
ada. The term “pensions” also would include amounts paid by other 
retirement plans or arrangements, whether or not they are qualified 
plans under U.S. domestic law; this would include, for example, 
plans and arrangements described in section 457 or 414(d) of the 
Internal Revenue Code. 


Technical Explanation [1984]: 


Paragraph 3 defines the term “pensions” for purposes of the Con- 
vention to include any payment under a superannuation, pension, or 
retirement plan, Armed Forces retirement pay, war veterans pen- 
sions and allowances, and amounts paid under a sickness, accident, 
or disability plan. Thus, the term “pension” includes pensions paid 
by private employers as well as any pension paid by a Contracting 
State in respect of services rendered to that State. A pension for 


Art. XVIII 


government service is covered. The term “pensions” does not in- 
clude payments under an income averaging annuity contract or ben- 
efits paid under social security legislation. The latter benefits are 
taxed, pursuant to paragraph 5, only in the Contracting State paying 
the benefit. Income derived from an income averaging annuity con- 
tract is taxable pursuant to the provisions of Article XXII (Other 


Income). 


4. For the purposes of the Convention, the term “an- 
nuities” means a stated sum paid periodically at 
stated times during life or during a specified number 
of years, under an obligation to make the payments 
in return for adequate and full consideration (other 
than services rendered), but does not include a pay- 
ment that is not a periodic payment or any annuity 
the cost of which was deductible for the purposes of 
taxation in the Contracting State in which it was 
acquired. 

Related Provisions: Income Tax Conventions Interpretation Act 
5 — Definition of “annuity”. 

Technical Explanation [1984]: 

Paragraph 4 provides that, for purposes of the Convention, the term 
“annuities” means a stated sum paid periodically. at stated times dur- 
ing life or during a specified number of years, under an obligation to 
make payments in return for adequate and full consideration other 
than services rendered. The term does not include a payment that is 
not periodic or any annuity the cost of which was deductible for tax 
purposes in the Contracting State-where the annuity was acquired. 


Items excluded from the definition of “annuities” are subject to the 
rules of Article XXII. 


5. Benefits under the social security legislation in a 
Contracting State (including tier 1 railroad benefits 
but not including unemployment benefits) paid to a 
resident of the other Contracting State (and in the 
case of Canadian benefits, to a citizen of the United 
States) shall be taxable only in the first-mentioned 
State. 


History: Para. 5 amended by 1995 Protocol, article 9(2), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 5 formerly read: 


5. Benefits under the social security legislation in a Con- 
tracting State paid to a resident of the other Contracting State 
shall be taxable as follows: : 


(a) such benefits shall be taxable only in that other State; 


(b) notwithstanding the provisions of subparagraph (a), 
one-half of the total amount of any such benefit paid in a 
taxable year shall be exempt from taxation in that other 
State. 


Para. 5 amended by 1984 Protocol, article I. 
Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 9 of the Protocol amends paragraph 5 of Ar- 
ticle XVIII to modify the treatment of social security benefits under 
the Convention. Under the amended paragraph, benefits paid under 
the U.S. or Canadian social security legislation to a resident of the 
other Contracting State, or, in the case of Canadian benefits, to a 
U.S. citizen, are taxable exclusively in the paying State. This 
amendment brings the Convention into line with current U.S. treaty 
policy. Social security benefits are defined, for this purpose, to in- 
clude tier 1 railroad retirement benefits but not unemployment bene- 
fits (which therefore fall under Article XXII (Other Income) of the 
Convention). Pensions in respect of government service are covered 
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not by this rule but by the rules of paragraphs | and 2 of Article 
XVIII. 


The special rule regarding U.S. citizens is intended to clarify that 
only Canada, and not the United States, may tax a social security 
payment by Canada to a U:S. citizen not resident in the United 
States. This is consistent with the intention of the general rule, 
which is to give each Contracting State exclusive taxing jurisdiction 
over its social security payments. Since paragraph 5 is an exception 
to the saving clause, Canada will retain exclusive’ taxing jurisdiction 
over Canadian social security benefits paid to U.S. residents and cit- 
izens, and vice versa. It,was not necessary to: provide a. special rule 
to clarify the taxation of U.S. social security payments to Canadian 
citizens, because Canada does not tax on the basis of citizenship 
and, therefore, does not include citizens within the scope of its sav- 
ing clause. 


Technical Explanation [1984]: 


Paragraph 5, as amended by the 1984 Protocol, provides that bene- 
fits under social security legislation in Canada or the United States 
paid to a resident of the other Contracting State are taxable only in 
the State in which the recipient is resident. However, the State of 
residence must exempt from taxation one-half of the total amount of 
such benefits paid in a taxable year. Thus, if U.S. social security 
benefits are paid to a resident of Canada, the United States will ex- 
empt such benefits from tax and Canada will exempt one-half of the 
benefits from taxation. The exemption of one-half of the benefits in 
the State of residence is an exception to the saving clause under 
subparagraph 3(a) of Article XXIX (Miscellaneous Rules). The 
United States will not exempt U.S. social security benefits from tax 
if the Canadian resident receiving such benefits is a U.S. citizen. If a 
U.S. citizen and resident receives Canadian social security benefits, 
Canada will not tax such benefits and the United States will exempt 
from tax one-half of the total amount of such benefits. The United 
States will also exempt one-half of Canadian social security benefits 
from tax if the recipient is a U.S. citizen who is a resident of Can- 
ada, under paragraph 7 of Article XXIX. Paragraph 5 encompasses 
benefits paid under social security legislation of a political subdivi- 
sion, such as a province of Canada. 


6. Alimony and other similar amounts (including 
child support payments) arising in a Contracting 
State and paid to a resident of the other PIE BN: 
State shall be taxable as follows: 


(a) such amounts shall be taxable only in that 
other State; 


(b) notwithstanding the provisions of subpara- 
graph (a), the amount that would be excluded 
from taxable income in the first-mentioned State 
if the recipient were a resident thereof shall be 
exempt from taxation in that other State. 


History: Para. 6 amended by 1983-Protocol, article IX, para. 3. 
Technical Explanation [1984]: nay . 


Paragraph 6(a) provides that only the State of which a person is res- 
ident has the right to tax alimony and other similar amounts (includ- 
ing child support payments) arising in the other Contracting State 


and paid to such person. However, under paragraph 6(b), the state 


of residence shall exempt from taxation the amount that would be 
excluded from taxable income in the State of source if the recipient 
were a resident thereof. Thus, if child support payments are made 
by a U.S. resident to a resident of Canada, Canada shall exempt 
from tax the amount of such payments which would be excluded 
from taxable income under section 71(b) of the Jnternal Revenue 
Code. Paragraph 6 does not define the term “alimony”; the term is 
defined pursuant to the provisions of paragraph 2 of Article III 
(General Definitions). 


Article XVIII does not provide rules to determine the State in which 
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pensions, annuities, alimony, and other similar amounts arise. The 
provisions of paragraph 2 of Article III are used to determine where 
such amounts arise for purposes of determining whether a Con- 
tracting State has the right to tax such amounts. 


Paragraphs 1, 3, 4, 5(b) and 6(b) of Article XVIII are, by reason of 
paragraph 3(a) of Article XXIX (Miscellaneous Rules), exceptions 
to the “saving clause.” Thus, the rules in those paragraphs change 
U.S. taxation of U.S. citizens and‘residents. 


7. A natural person who is.a citizen or resident of a 
Contracting State and a.beneficiary,of, a.trust, com- 
pany, organization or other arrangement that is a res- 
ident of the other Contracting State, generally ex- 
empt from income taxation in that other State and 
operated exclusively to provide, pension, retirement 
or employee benefits may, elect to;defer taxation in 
the first-mentioned State, under rules established by 
the competent-authority of that State, with respect to 
any income-accrued in the plan but not distributed by 
the plan, until such time as and to the extent that.a 
distribution is, made from, the plan or any plan substi- 
tuted therefor. 


History: Para. 7 added by 1995 Protocol, article 9(3), generally ef- 
fective for taxation years beginning on or after January 1, 1996 (see 
Art. 21(2)(a) under “Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


A new paragraph 7 is added to Article XVIII, by Article 9 of the 
Protocol. This paragraph replaces paragraph 5 of Article XXIX 
(Miscellaneous: Rules) of the present Convention. The new. para- 
graph makes reciprocal the’ rule that it replaced and expands its 
scope, so that it no longer applies only to residents, and citizens of 
the’ United States who’are beneficiaries of Canadian RRSPs. As 
amended, paragraph 7 applies to an individual who is a citizen or 
resident of a Contracting State and a beneficiary of ‘a trust, com- 
pany, organization, or other arrangement that is a resident of the 
other Contracting State and that is both generally exempt from in- 
come. taxation in its State of residence and operated exclusively to 
provide pension, retirement, or employee benefits. U nder this rule, 
the beneficiary may elect to defer taxation in his State of residence 
on income accrued in the plan until it is distributed or rolled over 
into another plan. The new rule also broadens the types of arrange- 
ments covered by this paragraph in a manner consistent with other 
pension-related provisions of the Protocol. 


Interpretation Bulletins: IT-122 
taxes and benefits: 


R2: United States social security 


Article XIX — Government Service 


Remuneration, other than a pension, paid by a Con- 
tracting State or a political subdivision or local au- 
thority thereof to a citizen of that State in respect of 
services rendered in the discharge of functions of a 
governmental nature shall be taxable only in. that 
State. However, the provisions of Article XIV (Inde- 
pendent Personal Services), XV (Dependent Per- 
sonal Services) or XVI (Artistes and Athletes); as the 
case may be, shall apply, and the preceding sentence 
shall not apply, to remuneration paid in respect of 
services rendered in connection with a trade’ or busi- 
ness carried on by a Contracting State or a political 
subdivision, or local authority thereof. 


Related Provisions: Art. XXVIII — Diplomatic agents and con- 
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Art. XXI — Exempt Organizations 


sular. officials, 
Technical Explanation [1984]: 


Article XIX provides that remuneration, other than a pension, paid 
by a Contracting State or political subdivision or local authority 
thereof to a citizen of that State in respect of services rendered in 
the discharge of governmental functions shall be taxable only in that 
State. (Pursuant to paragraph 5 of Article [V (Residence), other in- 
come of such a citizen may also be exempt from tax, or subject to 
reduced rates of tax, in the State in which he is performing services, 
in accordance with other provisions of the Convention.) However, if 
the services are rendered in connection with a trade or business, 
then the provisions of Article XIV (Independent Personal Services), 
Article XV (Dependent Personal Services), or Article X VI (Artistes 
and Athletes), as the case may be, are controlling. Whether func- 
tions are of a governmental nature may be determined by a compari- 
son with the concept of a governmental function in the State in 
which the income arises. 


Pursuant to paragraph 3(a) of Article XXIX (Miscellaneous Rules), 
Article XIX is an exception to the “saving clause.” As a result, a 
U.S: citizen resident in Canada and performing services in Canada 
in-the discharge of functions of a governmental nature for the 
United States is taxable only in the United States on remuneration 
for-such services. 


This provision differs from the rules of Article VI of the 1942 Con- 
vention: For example, Article XIX allows the United States to im- 
pose tax.on a person other than a citizen of Canada who earns remu,- 
neration paid by Canada in respect of services rendered in the 
discharge of governmental functions in the United States. (Such a 
person may, however, be entitled to an exemption from U:S. tax as 
provided in Code section 893.) Also, under the provisions of Article 
XIX-Canada will not impose tax on amounts paid by the United 
States in respect of services: rendered: in the discharge of govern- 
mental functions to a U.S. citizen who is ordinarily resident in-Can- 
ada for purposes other than rendering governmental services. Under 
paragraph | of Article VI of the 1942 Convention, such amounts 
would be taxable by Canada. 


Article XX — Students 


Payments which a student, apprentice or business 
trainee, who is or was immediately before visiting a 
Contracting State a resident of the other Contracting 
State, and who is present in the first-mentioned State 
for the purpose of his full-time education or training, 
receives for the purpose of his maintenance, educa- 
tion or training shall not be taxed in that State pro- 
vided that such payments are made to him from 
outside that State. 


Technical Explanation [1984]: 


Article: XX provides that a student, apprentice, or business trainee 
temporarily present in a Contracting State for the purpose of his 
full-time education or training is exempt from tax in that State with 
respect to amounts received from outside that State for the. purpose 
of his maintenance, education, or training, if the individual is or was 
4 resident of the other Contracting State immediately before visiting 
the first-mentioned State. There is no limitation’on the number of 
years or the amount of income to which the exemption applies. 


The Convention does not contain provisions relating specifically to 
professors and teachers. Teachers are treated under the Convention 
pursuant to the rules established in Articles XIV (Independent Per- 
sonal Services) and XV (Dependent Personal Services), in the same 
manner-as other persons performing services. In Article VIIA of 
the 1942 Convention there is a 2-year exemption in the Contracting 
State-of source in the case of a professor or teacher who is a resident 


Art. XXI 


of the other Contracting State. 
Article XX! — Exempt Organizations 


1. Subject to the provisions of paragraph 3, income 
derived by a religious, scientific, literary, educa- 
tional or charitable organization shall be exempt 
from tax in a Contracting State if it is resident in the 
other Contracting State but only to the extent that 
such income. is exempt from tax in that other, State. 


Technical. Explanation [1984]: 


Paragraph 1 provides that a religious, scientific, literary, educa- 
tional, or charitable organization resident in a Contracting State 
shall be exempt from tax on income arising in the other Contracting 
State but only to the extent that such income is exempt from taxa- 
tion in the Contracting State in which the organization is resident. 
Since this paragraph, and the remainder of Article XXI, deal with 
entities that are not normally taxable, the test of “resident in” is in- 
tended to be similar — but cannot be identical — to the one out- 
lined in paragraph 1 of Article [V (Residence). Paragraph 3 pro- 
vides that paragraph 1 does not exempt from tax income of a trust, 
company, or other organization from carrying on a trade or busi- 
ness, or income from a “related person” other than a person referred 
to in paragraph | or 2. 


Zi Subject to the provisions of paragraph 3 income 
referred to in Articles X (Dividends) and XI (Inter- 
est) derived by: 


(a) a trust, company, organization or other ar- 
rangement that is a resident of a Contracting 
State, generally exempt from income taxation in a 
taxable year in that State and operated exclu- 
sively to administer or provide pension, retire- 
ment or employee benefits; or 


(b) a trust, company, organization or other ar- 
rangement that is a resident of a Contracting 
State, generally exempt from income taxation in a 
taxable year in that State and operated exclu- 
sively to earn income for the benefit of an organi- 
zation referred to in subparagraph (a); 


shall be exempt from income taxation in that taxable 
year in the other Contracting State. 


History: Para. 2 amended by 1995 Protocol, article 10(1), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 2 formerly read: 


2. Subject to the provisions ‘of ‘paragraph 3, income referred 
to in Articles X (Dividends) and XI (Interest) derived by: 


(a) a trust, company or other organization which is resi- 
dent in a Contracting State, generally exempt from tax in 
a taxable year in that State and, constituted and operated 
exclusively to administer or, provide. benefits under one 
or more funds or plans established to provide pension, re- 
tirement or other employee benefits; or 


(b) a trust, company or other organization which is resi- 
dent in a Contracting State, not taxed in a taxable year in 
that State and constituted and operated exclusively to 
earn income for the benefit of an organization referred to 
in subparagraph (a); 
shall -be exempt from tax in that taxable year in the other 
Contracting State. 
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Art. XXI 


Para. 2 amended by 1983 Protocol, article X. 
Technical Explanation [1995 Protocol]: 


Article 10 of the Protocol amends Article XXI (Exempt Organiza- 
tions) of the Convention. Paragraph 1 of Article 10 amends 
paragraphs 2 and 3 of Article XXI. The most significant changes are 
those that conform the language of the two paragraphs to the revised 
definition of the term “pension” in paragraph 3 of Article XVIII 
(Pensions and Annuities). The revision adds the term “arrangement” 
to “trust, company or organization” in describing the residents of a 
Contracting State that may receive dividend and interest income ex- 
empt from current income taxation by the other Contracting State. 
This clarifies that IRAs, for example, are eligible for the benefits of 
paragraph 2, subject to the exception in paragraph 3, and makes Ca- 
nadian RRSPs and RRIFs, for example, similarly eligible (provided 
that they are operated exclusively to administer or provide pension, 
retirement, or employee benefits). 


The other changes, all in paragraph 2, are intended to improve and 
clarify the language. For example, the reference to “tax” in the pre- 
sent Convention is changed to a reference to “income taxation.” 
This is intended to clarify that if an otherwise exempt organization 
is subject to an excise tax, for example, it will not lose the benefits 
of this paragraph. In subparagraph 2(b), the phrase “not taxed in a 
taxable year” was changed to “generally exempt from income taxa- 
tion in a taxable year” to ensure uniformity throughout the Conven- 
tion; this change was not intended to disqualify a trust or other ar- 
rangement that qualifies for the exemption under the wording of the 
present Convention. 


Technical Explanation [1984]: 


Paragraph 2 provides that a trust, company, or other organization 
that is resident in a Contracting State and constituted and operated 
exclusively to administer or provide employee benefits or benefits 
for the self-employed under one or more funds or plans established 
to provide pension or retirement benefits or other employee benefits 
is exempt from taxation on dividend and interest income arising in 
the other Contracting State, in a taxable year, if the income of such 
organization is generally exempt from taxation for that year in the 
Contracting State in which it is resident. In addition, a trust, com- 
pany, or other organization resident in a Contracting State and not 
taxed in a taxable year in that State shall be exempt from taxation in 
the other State in that year on dividend and interest income arising 
in that other State if itis constituted and operated exclusively to 
earn income for the benefit of an organization described in the pre- 
ceding sentence. Pursuant to paragraph 3 the exemption at source 
provided by paragraph 2 does not apply to dividends or interest 
from carrying on a trade or business or from a “related person,” 
other than a person referred to in paragraph 1 or 2. The term “re- 
lated person” is not necessarily defined by paragraph 2 of Article [xX 
(Related Persons). 


3. The provisions of paragraphs | and 2 shall not ap- 
ply with respect to the income of a trust, company, 
organization or other arrangement from carrying on 
a trade or business or from a related person other 
than a person referred to in paragraph | or 2. 


History: Para. 3 amended by 1995 Protocol, article 10(1), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 3 formerly read: 


3. The provisions of paragraphs | and 2 shall not apply with 
respect to the income of a trust, company or other organiza- 
tion from carrying on a trade or business or from a related 
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person other than a person referred to in paragraph | or 2. 
Technical Explanation [1995 Protocol]: 
See under para. 2. 
Technical Explanation [1984]: 


See under para. 1. 


4. A religious, scientific, literary, educational or 
charitable organization which is resident in Canada 
and which has received substantially all of its sup- 
port from persons other than citizens or residents of 
the United States shall be exempt in the United 
States from the United States excise taxes imposed 
with respect to private foundations. 

Technical Explanation [1984]: 

Paragraph 4 provides an exemption from U.S. excise taxes on pri- 
vate foundations in the case of a religious, scientific, literary, educa- 
tional, or charitable organization which is resident in Canada but 
only if such organization has received substantially all of its support 
from persons other than citizens or residents of the United States. 


5. For the purposes of United States taxation, contri- 
butions by a citizen or resident of the United States 
to an organization which is resident in Canada, 
which is generally exempt from Canadian tax and 
which could qualify in the United States to receive 
deductible contributions if it were resident in the 
United States shall be treated as charitable contribu- 
tions; however, such contributions (other than such 
contributions to a college or university at which the 
citizen or resident or a member of his family is or 
was enrolled) shall not be deductible in any taxable 
year to the extent that they exceed an amount deter- 
mined by applying the percentage limitations of the 
laws of the United States in respect of the deductibil- 
ity of charitable contributions to the income of such 
citizen or resident arising in Canada. The preceding 
sentence shall not be interpreted to allow in any tax- 
able year deductions for charitable contributions in 
excess of the amount allowed under the percentage 
limitations of the laws of the United States in respect 
of the deductibility of charitable contributions. For 
the purposes of this paragraph, a company that is a 
resident of Canada and that is taxable in the United 
States as if it were a resident of the United States 
shall be deemed to be a resident of the United States. 
History: The last sentence of para. 5 added by 1995 Protocol, arti- 
cle 10(2), generally effective for taxation years beginning on or af- 
ter January 1, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol” above). 

Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 10 adds a sentence to paragraph 5 of Article 
XXI of the Convention. The paragraph in the present Convention 
provides that a U.S. citizen or resident may deduct, for U.S. income 
tax purposes, contributions made to Canadian charities under certain 
circumstances. The added sentence makes clear that the benefits of 
the paragraph are available to a company that is a resident of Can- 
ada but is treated by the United States as a domestic corporation 
under the consolidated return rules of section 1504(d) of the Inter- 
nal Revenue Code. Thus, such a company will be able to deduct, for 
U.S. income tax purposes, contributions to Canadian charities that 
are deductible to a U.S. resident under the provisions of the 
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Art. X XU — Other Income 


paragraph. 
Technical Explanation [1984]: 


Paragraph 5 provides that contributions by a citizen or resident of 
the United States to an organization which is resident in Canada and 
is generally exempt from Canadian tax are treated as charitable con- 
tributions, but only if the organization could qualify in the United 
States to receive deductible contributions if it were resident in (i.e., 
organized in) the United States. Paragraph 5 generally limits the 
amount of contributions made deductible by the Convention to the 
income of the U.S. citizen or resident arising in Canada, as deter- 
mined under the Convention. In the case of contributions to a col- 
lege or university at which the U.S. citizen or resident or a member 
of his family is or was enrolled, the special limitation to income 
arising in Canada is not required. The percentage limitations of 
Code section 170 in respect of the deductibility of charitable contri- 
butions apply after the limitations established by the Convention. 
Any amounts treated as charitable contributions by paragraph 5 
which are in excess of amounts deductible in a taxable year pursu- 
ant to paragraph 5 may be carried over and deducted in subsequent 
taxable years, subject to the limitations of paragraph 5. 


6. For the purposes of Canadian taxation, gifts by a 
resident of Canada to an organization thet is a resi- 
dent of the United States, that is generally exempt 
from United States tax and that could qualify in Can- 
ada as a registered charity if it were a resident of 
Canada and created or established in Canada, shall 
be treated as gifts to a registered charity; however, 
no relief from taxation shall be available in any taxa- 
tion year with respect to such gifts (other than such 
gifts to a college or university at which the resident 
or a member of the resident’s family is or was en- 
rolled) to the extent that such relief would exceed the 
amount of relief that would be available under the 
Income Tax Act if the only income of the resident for 
that year, were the resident’s income arising in the 
United. States. The preceding sentence shall not be 
interpreted to allow in any taxation year relief from 
taxation for gifts to registered charities in excess of 
the amount of relief allowed under the percentage 
limitations of the laws of Canada in respect of relief 
for gifts to registered charities. 

Related Provisions: ITA 118.1(9)-— Commuter’s charitable 
donations. 

History: Para. 6 amended by 1995 Protocol, article 10(3), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 6 formerly read: 


6. For the purposes of Canadian taxation, gifts by a resident 
of Canada to.an organization which is resident in the United 
States, which is generally exempt from, United States tax and 
which could qualify in Canada to receive deductible gifts if it 
were created or established and resident in Canada shall be 
treated as gifts to a registered charity; however, such gifts 
(other than such gifts to a college or university at which the 
resident or a member of his family is or was enrolled) shall 
not be deductible in any. taxable year to the extent that they 
exceed an amount determined by applying the percentage 
limitations of the laws of Canada in respect of the deductibil- 
ity of gifts to registered charities to the income of such resi- 
dent “arising in the United States. The preceding sentence 
shall not be interpreted to allow in any taxable year deduc- 
tions for gifts to registered charities in excess of the amount 
allowed under the percentage limitations of the laws of Can- 


Art. XXII 


ada in respect of the deductibility of gifts to registered 
charities. 
Technical Explanation [1995 Protocol]: 


Paragraph 3 of Article 10 amends paragraph 6 of Article XXI of the 
Convention to replace references to “deductions” for Canadian tax 
purposes with references to “relief from tax. These changes clarify 
that the provisions of paragraph 6 apply to the credit for charitable 
contributions allowed under current Canadian law. The Protocol 
also makes other non-substantive drafting changes to paragraph 6. 


Technical. Explanation [1984]: 


Paragraph 6 provides rules for purposes of Canadian taxation with 
respect to the deductibility of gifts to a U.S. resident organization by 
a resident of Canada. The rules of paragraph 6 parallel the rules of 
paragraph 5. The current limitations in Canadian law provide that 
deductions for gifts to charitable organizations may not exceed 20 
percent of income. Excess deductions may be carried forward for 
one year. 


The term “family” used in paragraphs 5 and 6 is defined in para- 
graph 2 of the Exchange of Notes accompanying the Convention to 
mean an individual’s brothers and sisters (whether by whole or half- 
blood, or by adoption), spouse, ancestors, lineal descendants, and 
adopted descendants. Paragraph 2 of the Exchange of Notes also 
provides that the competent authorities of Canada and the United 
States will review procedures and requirements for organizations to 
establish their exempt status under paragraph | of Article XXI or as 
an eligible recipient of charitable contributions or gifts under 
paragraphs 5 and 6 of Article XXI. It is contemplated that such re- 
view will lead to the avoidance of duplicative administrative efforts 
in determining such status and eligibility. 


The provisions of paragraph 5 and 6 generally parallel the rules of 
Article XIII D of the 1942 Convention. However, paragraphs 5 and 
6 permit greater deductions for certain contributions to colleges and 
universities than do the provisions of the 1942 Convention. 


information Circulars: 77-16R4: Non-resident income tax. 


Forms: NR602: Non-resident ownership certificate — no _with- 
holding tax. . 


Article XXIl — Other Income 


1. Items of income of a resident ofa Contracting 
State, wherever arising, not dealt with in the forego- 
ing Articles of this Convention shall be taxable only 
in that State, except that if such income arises in the 
other Contracting State it may also be taxed in that 
other State. , 


Technical Explanation [1984]: 


Paragraph 1 provides that a Contracting State of which a person is a 
resident has the sole right to tax items of income, wherever arising, 
if such income is not dealt with in the prior Articles of the Conven- 
tion. If such income arises in the other Contracting State, however, 
it may also be taxed in that State. The determination of where in- 
come arises for this purpose is made under the domestic laws of the 
respective Contracting States unless the Convention specifies where 
the income arises (€.g., paragraph 6 of Article XI (Interest)) for pur- 
poses of determining the right to tax, in which case the provisions of 
the Convention control. 


2. To the extent that income distributed by an estate 
or trust is subject to the provisions of paragraph 1, 
then, notwithstanding such provisions, income dis- 
tributed by an estate or trust which is a resident of a 
Contracting State to a resident of the other Con- 
tracting State who is a beneficiary of the estate or 
trust may be taxed in the first-mentioned State and 
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Art. XXII 


according to the laws of that State, but the tax so 
charged shall not exceed 15 per cent of the gross 
amount of the income; provided, however, that such 
income shall be exempt from tax in the first-men- 
tioned State to the extent of any amount distributed 
out of income arising outside that State. 


Technical Explanation [1984]: 


Paragraph 2 provides that to the extent that income distributed by an 
estate or trust resident in one Contracting State is deemed under the 
domestic law of that State to be a separate type of income “arising” 
within that State, such income distributed to a beneficiary resident 
in the other Contracting State may be taxed in the State of source at 
a maximum rate of 15 percent of the gross amount of such distribu- 
tion. Such a distribution will, however, be exempt from tax in the 
State of source to the extent that the income distributed by the estate 
or trust was derived by the estate or trust from sources outside that 
State. Thus, in a case where the law of Canada treats a distribution 
made by a trust resident in Canada as a separate type of income 
arising in Canada, Canadian tax is limited by paragraph 2 to 15 per- 
cent of the gross amount distributed to a U.S. resident beneficiary. 
Although the Code imposes a tax on certain domestic trusts (e.g., 
accumulation trusts) and such trusts are residents of the United 
States for purposes of Article IV (Residence) and paragraph 2 of 
Article XXII, paragraph 2 does not apply to distributions by such 
trusts because, pursuant to Code sections 667(e) and 662(b), these 
distributions have the same character in the hands of a non-resident 
beneficiary as they do in the hands of the trust. Thus, a distribution 
by a domestic accumulation trust is not a separate type of income 
for U.S. purposes. The taxation of such a distribution in the United 
States is governed by the distribution’s character, the provisions of 
the Code and the provisions of the Convention other than the provi- 
sion in paragraph 2 limiting the tax at source to 15 percent. 


3. Losses incurred by a resident of a Contracting 
State with respect to wagering transactions the gains 
on which may be taxed in the other Contracting State 
shall, for the purpose of taxation in that other State, 
be deductible to the same extent that such losses 
would be deductible if they were incurred by a resi- 
dent of that other State. 


History: Para. 3 added by 1995 Protocol, article 11, generally ef- 
fective for taxation years beginning on or after January 1, 1996 (see 
Art. 21(2) under “Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 11 of the Protocol adds a new paragraph 3 to Article XXII 
(Other Income) of the Convention. This Article entitles residents of 
one Contracting State who are taxable by the other State on gains 
from wagering transactions to deduct losses from wagering transac- 
tions for the purposes of taxation in that other State. However, 
losses are to be deductible only to the extent that they are incurred 
with respect to wagering transactions, the gains on which could be 
taxable in the other State, and only to the extent that such losses 
would be deductible if incurred by a resident of that other State. 


This Article does not affect the collection of tax by a Contracting 
State. Thus, in the case of a resident of Canada, this Article does not 
affect, for example, the imposition of U.S. withholding taxes under 
section 1441 or section 1442 of the /nternal Revenue Code on the 
gross amount of gains from wagering transactions. However, in 
computing its U.S. income tax liability on net income for the taxa- 
ble year concerned, the Canadian resident may reduce its gains from 
wagering transactions subject to taxation in the United States by any 
wagering losses incurred on such transactions, to the extent that 
those losses are deductible under the provisions of new paragraph 3. 
Under U.S. domestic law, the deduction of wagering losses is gov- 
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erned by section 165 of the /nternal Revenue Code. It is intended 
that the resident of Canada file a nonresident income tax return in 
order to substantiate the deduction for losses and to claim a refund 
of any overpayment of U.S. taxes collected by withholding. 


Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. 


Article XXIII — Capital 


1. Capital represented by real property, owned by a 
resident of a Contracting State and situated in the 
other Contracting State, may be taxed in that other 
State. 


Related Provisions: Income Tax Conventions Interpretation Act 
5 — Definition of “immovable property” and “real property”. 


Technical Explanation [1984]: 


Although neither Canada nor the United States currently has na- 
tional taxes on capital, Article XXIII provides rules for the eventu- 
ality that such taxes might be enacted in the future. Paragraph 1 pro- 
vides that capital represented by real property (as defined in 
paragraph 2 of Article VI (Income From Real Property)) owned by 
a resident of a Contracting State and situated in the other Con- 
tracting State may be taxed in that other State. 


2. Capital represented by personal property forming 
part of the business property of a permanent estab- 
lishment which a resident of a Contracting State has 
in the other Contracting State, or by personal prop- 
erty pertaining to a fixed base available to a resident 
of a Contracting State in the other Contracting State 
for the purpose of performing independent personal 
services, may be taxed in that other State. 


Technical Explanation [1984]: 


Paragraph 2 provides that capital represented by either personal 
property forming part of the business property of a permanent estab- 
lishment or personal property pertaining to a fixed base in a Con- 
tracting State may be taxed in that State. 


3. Capital represented by ships and aircraft operated 
by a resident of a Contracting State in international 
traffic, and by personal property pertaining to the op- 
eration of such ships and aircraft, shall be taxable 
only in that State. 


Related Provisions: Art. II:1(h) — Meaning of “international 
traffic”. 


Technical Explanation [1984]: 


Paragraph 3 provides that capital represented by ships and aircraft 
operated by a resident of a Contracting State in international traffic 
and by personal property pertaining to the operation of such ships 
and aircraft are taxable only in the Contracting State of residence. 


4. All other elements of capital of a resident of a 
Contracting State shall be taxable only in that State. 


Technical Explanation [1984]: 


Paragraph 4 provides that all elements of capital other than those 
covered by paragraphs 1, 2, and 3 are taxable only in the Con- 
tracting State of residence. Thus, capital represented by motor vehi- 
cles or railway cars, not pertaining to a permanent establishment or 
fixed base in a Contracting State, would be taxable only in the Con- 
tracting State of which the taxpayer is a resident. 
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Art. XXIV — Elimination of Double Taxation 


Article XXIV — Elimination of Double 
Taxation | 


1. In the:case of the United States, subject to the pro- 
visions of paragraphs 4, 5 and 6, double taxation 
shall be avoided as follows: In accordance with the 
provisions and subject to the limitations of the law of 
the United States (as it may be amended from time to 
time without changing the general principle hereof), 
the United States shall allow to a citizen or resident 
of the United States, or to a company electing to be 
treated as a domestic corporation, as a credit against 
the United States tax on income. the appropriate 
amount of income: tax paid. or accrued to Canada; 
and, in the case of a company which is a resident of 
the United States owning at least 10 per cent of the 
voting stock of a company which is a resident of 
Canada from which it receives dividends in any taxa- 
ble year, the United States shall allow as a credit 
against the United States tax on income the appropri- 
ate amount of income tax paid or accrued to Canada 
by that company with respect to the profits out of 
which such dividends are paid. 


History: Para. 1 amended by 1983 Protocol; article XI, para. 1. 
Technical Explanation [1984]: 


Paragraph | provides the general rules that will apply under the 
Convention with respect to foreign tax credits for Canadian taxes 
paid or accrued. The United States undertakes to allow to a citizen 
or resident. of the United States, or to a company electing under 
Code section 1504(d) to be treated as a domestic corporation, a 
credit against the Federal income taxes imposed by the Code for the 
appropriate amount of income tax paid or accrued to Canada. In the 
case of a company which is a resident of the United States owning 
10 percent or more of the voting stock of a company which is a 
resident of Canada (which for this purpose does not include a com- 
pany electing under Code section 1504(d) to be treated as a domes- 
tic corporation), and from which it receives dividends in a taxable 
year, the United States shall allow asa credit against income taxes 
imposed by the Code the appropriate amount of income tax paid or 
accrued to Canada by the Canadian company with respect to the 
profits out of which such company paid the dividends. 


The direct and deemed-paid credits allowed by paragraph 1 are sub- 
ject.to the limitations of the Code as they may be amended from 
time to time without changing the general principle of paragraph 1. 
Thus, as is generally the case under U.S. income tax conventions, 
provisions such as Code sections 901(c), 904, 905, 907, 908, and 
911 apply for purposes of computing the allowable credit under par- 
agraph 1. In addition, the United States is not required to maintain 
the overall limitation currently provided by U.S. law. 


The term “income tax paid or accrued” is defined in paragraph 7 of 
Article XXIV to include certain specified taxes which are paid or 
accrued, The Convention only provides a credit for amounts paid or 
accrued. The determination of whether an amount is paid or accrued 
is made under the Code. Paragraph 1 provides a credit for these 
specified taxes whether or not they qualify as creditable under Code 
section 901 or 903. A taxpayer who claims credit under the Conven- 
tion for Canadian taxes made creditable solely by paragraph 1 is 
not, as a result of the Protocol, subject to a per-country limitation 
with respect to Canadian taxes. Thus, credit for such Canadian taxes 
would be computed under the overall limitation currently provided 
by U.S. law. (However, see the discussion below of the source rules 
of paragraphs 3 and 9 for a restriction on the use of third country 
taxes to offset the U.S. tax imposed on resourced income). 


A taxpayer claiming credits for Canadian taxes under the Conven- 
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tion must apply the source rules of the Convention, and must apply 
those source rules in their entirety. Similarly, a taxpayer claiming 
credit for Canadian taxes which are creditable under the Code and 
who wishes to use the source rules of the Convention in computing 
that credit must apply the source rules of the Convention in their 
entirety. 


2. In the case of Canada, subject to the provisions of 
paragraphs 4, 5 and.6, double taxation, shall be 
avoided as follows: 


(a) subject to the provisions of the law of Canada 
regarding the deduction from tax payable in Can- 
ada of tax paid in a territory outside Canada and 
to any subsequent modification of those provi- 
sions (which shall not affect the general principle 
hereof) 


(i) income tax paid or accrued to the United 
States on profits, income or gains arising in 
the United States, and 


(ii) in the case of an individual, any social se- 
curity taxes paid to the United States (other 
than taxes relating to unemployment insur- 
ance benefits) by the individual on such prof- 
its; income or gains 


shall be deducted from any Canadian tax payable 
in respect of such profits, income or gains; 


(b) subject to the existing provisions of the law of 
Canada regarding the taxation of income from a 
foreign affiliate and to any subsequent modifica- 
tion of those provisions — which shall not affect 
the general principle hereof — for the purpose of 
computing Canadian tax, a company which is a 
resident of Canada shall be allowed to deduct in 
computing its taxable income any dividend re- 
ceived by it out of the exempt surplus of a foreign 
affiliate which is a resident of the United States; 
and 


(c) notwithstanding the provisions of subpara- 
graph (a), where Canada imposes a tax on gains 
from the alienation of property that, but for the 
provisions of paragraph 5 of Article XIII (Gains), 
would not be taxable in Canada, income tax paid 
or accrued to the United States on such gains 
shall be deducted from any Canadian tax payable 
in respect of such gains. 


History: Subparas. 2(a) and (b) amended by 1995 Protocol, article 
12(1), generally effective for taxation years beginning on or after 
January 1, 1996 (see Art. 21(2) under “Application of the 1995 Pro- 
tocol” above). Subparas. (a) and (b) formerly read: 


(a) subject to the provisions of the law of Canada regarding 
the deduction from tax payable in Canada of tax paid in a 
territory outside Canada and to any subsequent modification 
of those provisions (which shall not affect the general princi- 
ple hereof), and unless a greater deduction or relief is pro- 
vided under the law of Canada, income tax paid or accrued to 
the United States on profits, income or gains arising in the 
United States shall be deducted from any Canadian tax paya- 
ble in respect of such profits, income or gains; 


(b) subject to the provisions of the law of Canada regarding 
the determination of the exempt surplus of a foreign affiliate 
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and to any subsequent modification of those provisions 
(which shall not affect the general- principle hereof), for, the 
purposes of computing Canadian tax, a company which is a 
resident of Canada shall be allowed to deduct in computing 
its taxable income any dividend received by, it-out of the ex- 
empt surplus of a foreign affiliate which is a resident.of the 
United States; and 


Para. 2 amended-by 1983 Protocol, article XI, para. 2. 


Technical Explanation [1995 Protocol]: 


Article 12 of the Protocol amends Article XXIV (Elimination of 


Double Taxation).of the Convention. Paragraph 1 of Article 12 
amends the rules for,Canadian double taxation relief in subpara- 
graphs (a),and (b) of paragraph 2.of Article XXIV. The amendment 
to subparagraph (a) obligates Canada to give a foreign tax credit for 
U.S. social security taxes paid by individuals, The amendment to 
subparagraph (b) of paragraph 2 does not alter the substantive effect 
of the rule, but conforms the language to current Canadian law. 
Under the provision as amended, Canada generally continues to al- 
low an exemption to a Canadian corporation for direct, dividends 
paid from the exempt surplus of a ‘U.S. affiliate. 

Interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada by residents of the United States. 


3. For the purposes of this Article: 


(a) profits, income or gains (other than: gains to 
which paragraph 5 of Article XI (Gains) ap- 
plies) of a resident of a Contracting State which 
may be taxed in the other Contracting State in ac- 
“cordance with the Convention (without ‘regard to 
paragraph 2 of Article XXIX (Miscellaneous 
Rules)) shall be deemed to arise in that other 
~~ State; and 


(b) profits, income or gains ofa resident of a 
Contracting State which may not be taxed in the 
other Contracting State in accordance. with the 


Convention (without regard to paragraph 2.of Ar-. 


ticle XXIX (Miscellaneous Rules)) or. to,.which 
paragraph 5 of Article XIII (Gains) applies shall 
be deemed to arise in the first-mentioned State. 


Technical Explanation [1984]: 


Paragraph 3 provides source rules for purposes of applying Article 
XXIV. Profits, income or gains, of a resident of a Contracting State 
which may be taxed in the other Contracting ‘State in accordance 
with the Convention, for reasons other than the saving clause of par- 
agraph 2 of Article XXIX (Miscellaneous Rules) (e.g., pensions and 
annuities taxable where arising pursuant to Article XVIII (Pensions 
and Annuities)), are deemed to arise in the latter State. This rule 
does not, however, apply to gains taxable under paragraph 5 of Arti- 
cle XIII (Gains) (ie.,.gains taxed by a Contracting State derived 
from the alienation of property by a former resident of that State). 
Gains from such an alienation arise, pursuant to paragraph 3(b), in 
the State of which the alienator is a resident. Thus, if in accordance 
with paragraph 5 of Article XIII, Canada imposes tax on ‘certain 
gains of a U.S: resident such gains are deemed, pursuant to 
paragraphs 2 and 3(b) of Article XXIV, to arise in the United States 
for purposes of computing the deduction against Canadian tax for 
the U.S. tax on such gain. Under the Convention such gains arise in 
the United States for purposes of the United States foreign tax 
credit. Paragraph 3(b) also provides that profits, income, or gains 
arise in the Contracting State of which a’person is a resident if they 
may not be taxed in the other Contracting State under the provisions 
of the Conyention (e.g., alimony), other than the “saving clause” of 
paragraph 2 of Article XXIX. 
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4. Where a United States citizen is a resident of Can- 
ada, the following rules shall apply: 


(a) Canada shall allow a deduction from the Ca- 
nadian tax in respect of income tax paid or ac- 
crued to the United States in respect of profits, 
income or gains which arise (within the meaning 
of paragraph 3) in the United States, except that 
such deduction need not exceed the amount of the 
tax that would be paid to the United States if the 
resident were not a United States citizen; and 


(b) for the purposes of computing the United 
States tax, the United States shall allow as a 
credit against United States tax the income tax 
paid or accrued to Canada after the deduction re- 
ferred to in subparagraph (a). The credit so al- 
lowed shall not reduce that portion of the United 
States tax that is deductible from Canadian tax in 
accordance with subparagraph (a). 


5. Notwithstanding the provisions of paragraph 4, 
where a United States citizen is a resident of Canada, 
the following rules shall apply in respect of the items 
of income referred to in Article X (Dividends), XI 
(Interest) or XII (Royalties) that arise (within the 
meaning of paragraph 3) in the United States: and 
that would be subject to United States tax if the resi- 
dent of Canada were not a citizen of the United 
States, as long as the law in force in Canada allows a 
deduction in computing income for the portion of 
any foreign tax paid in respect of such items which 
exceeds 15 per cent of the amount thereof: 


(a) the deduction so allowed in Canada shall not 
be reduced by any credit or deduction for income 

_ tax paid or accrued to Canada allowed in comput- 
ing the United States tax on such items; 


(b) Canada shall allow a deduction from Cana- 
dian tax on such items in respect of income tax 
paid or accrued to the United States on such 
items, except that such deduction need not exceed 
the amount of the tax that would be paid on such 
items to the United States if the resident of Can- 
ada were not a United States citizen; and 


(c) for the purposes of computing the United 
States tax on such items, the United States shall 
allow as a credit against United States tax the in- 
come tax paid or accrued to Canada after the de- 
duction referred to in subparagraph (b). The 
credit so allowed shall reduce only that portion of 
the United States tax on such items which ex- 
ceeds the amount of tax that would be paid to the 
United States on such items if the resident of 
Canada were not a United States citizen. 
History: Para. 5 amended by 1995 Protocol, article 12(2), generally 
effective for taxation, years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 5 formerly read: 


5. Notwithstanding the provisions of paragraph 4, where a 
United States citizen is a resident of Canada, the following 
rules shall apply in respect of the items of income referred to 
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in Article X (Dividends), XI (Interest) or XII (Royalties) 
which arise (within the meaning of paragraph 3) in the United 
States, as long as the law in force in Canada allows a deduc- 
tion in computing income for the portion of any foreign tax 
paid in respect of such items which exceeds 15 per cent of the 
amount thereof: 


(a) the deduction so allowed in Canada shall not be re- 
duced by any credit or deduction for income tax paid or 
accrued to Canada allowed in computing the United 
States tax on such items; 


(b) Canada shall allow a deduction from the Canadian tax 
in respect of the income tax paid or accrued to the United 
States on such items, except that such deduction need not 
exceed 15 per cent of the gross amount of such items that 
has been included in computing the income of the citizen 
for Canadian tax purposes; and 


(c) for the purposes of computing the United States tax 
on such items, the United States shall allow as a credit 
against United States tax the income tax paid or accrued 
to Canada after the deduction referred to in subparagraph 
(b). The credit so allowed shall reduce only that portion 
of the United States tax on such items which exceeds 15 
per cent of the amount thereof included ‘n computing 
United States taxable income. 


Technical Explanation [1995 Protocol]: 


Paragraphs 4 and 5 of Article XXIV of the Convention provide 
double taxation relief rules, for both the United States and Canada, 
with respect to U.S. source income derived by a U.S. citizen who is 
resident in Canada. These rules address the fact that a U.S. citizen 
resident in Canada remains subject to U.S. tax on his worldwide 
income at ordinary progressive rates, and may, therefore, be subject 
to U.S. tax at a higher rate than a resident of Canada who is not a 
USS. citizen. In essence, these paragraphs limit the foreign tax credit 
that Canada is obliged to allow such a U.S. citizen to the amount of 
tax on his U.S. source income that the United States would be al- 
lowed to collect from a Canadian resident who is not a U.S. citizen. 
They also oblige the United States to allow the U.S. citizen a credit 
for any income tax paid to Canada on the remainder of his income. 
Paragraph 4 deals with items of income other than dividends, inter- 
est, and royalties and is not changed by the Protocol. Paragraph 5, 
which deals with dividends, interest, and royalties, is amended by 
paragraph 2 of Article 12 of the Protocol. 


The amendments to paragraph 5 of the Article make that paragraph 
applicable only to dividend, interest, and royalty income that would 
be subject to a positive rate of U.S. tax if paid to a Canadian resi- 
dent who is not a U.S. citizen. This means that the rules of para- 
graph 4, not paragraph 5, will apply to items of interest and royal- 
ties, such as portfolio interest, that would be exempt from U.S. tax 
if paid to a non-U.S. citizen resident in Canada. Under paragraph 4, 
Canada will not allow a credit for the U.S. tax on such income, and 
the United States will credit the Canadian tax to the extent neces- 
sary to avoid double taxation. 


Paragraph 2 of Article 12 of the Protocol makes further technical 
amendments to paragraph 5 of Article XXIV of the Convention. 
The existing Technical Explanation of paragraphs 5 and 6 of Article 
XXIV of the Convention should be read as follows to reflect the 
amendments made by the Protocol: 


Paragraph 5 provides special rules for the elimination of double 
taxation in the case of dividends, interest, and royalties earned 
by a U.S. citizen resident in Canada. These rules apply notwith- 
standing the provisions of paragraph 4, but only as long as the 
law in Canada allows a deduction in computing income for the 
portion of any foreign tax paid in respect of dividends, interest, 
or royalties which exceeds 15 percent of the amount of such 
items of income, and only with respect to those items of in- 
come. The rules of paragraph 4 apply with respect to other 
items of income; moreover, if the law in force in Canada re- 


2623 


Art. XXIV 


garding the deduction for foreign taxes is changed so as to no 
longer allow such a deduction, the provisions of paragraph 5 
shall not apply and the U.S. foreign tax credit for Canadian 
taxes and the Canadian credit for U.S. taxes will be determined 
solely pursuant to the provisions of paragraph 4. 


The calculations under paragraph 5 are as follows. First, the de- 
duction allowed in Canada in computing income shall be made 
with respect to U.S: tax on the dividends, interest, and royalties 
before any foreign tax credit by the United States with respect 
to income tax paid or accrued to Canada. Second, Canada shall 
allow a deduction from (credit against) Canadian tax for U.S. 
tax paid or accrued with respect to the dividends, interest, and 
royalties, but such credit need not exceed the amount of income 
tax that would be paid or accrued to the United States on such 
items of income if the individual were not a U.S, citizen after 
taking into account any relief available under. the Convention. 
Third, for purposes of computing the U.S. tax on such divi- 
dends, interest, and royalties, the United States shall allow as a 
credit against the U.S. tax the income tax paid or accrued to 
Canada after the credit against Canadian tax for income tax paid 
or accrued to the United States. The United States is in no event 
obliged to give a credit for Canadian income tax which will re- 
duce the U.S. tax below the amount of income tax that would 
be paid or accrued to the United States on the amount of the 
dividends, interest, and royalties if the individual were not a 
USS. citizen after taking into account any relief available under 
the Convention. 


The rules of paragraph 5 are illustrated by the following 
examples. 


Example B 


A USS. citizen who is a resident of Canada has $100 of dividend 
income arising in the United States. The tentative U.S. tax 
before foreign tax credit is $40. 


Canada, under its law, allows a deduction for the U.S. tax in 
excess of 15 percent or, in this case, a deduction of $25 ($40 - 
$15). The Canadian taxable income is $75 and the Canadian tax 


“on that amount is $35. 


Canada gives a credit of $15 (the maximum credit allowed is 15 
percent of the gross dividend taken into Canadian income) and 
collects a net tax of $20. 


The United States allows a credit for the net Canadian tax 
against its tax in excess of 15 percent. Thus, the maximum 
credit is $25 ($40 - $15). But since the net Canadian tax paid 
was $20, the usable credit is $20. 


To be able to use a credit of $20 requires Canadian source taxa- 
ble income of $50 (50% of the U.S. tentative tax of $40). Under 
paragraph 6, $50 of the U.S. dividend is resourced to be of Ca- 
nadian source. The credit of $20.may then be offset against the 
U.S. tax of $40, leaving a net U.S. tax of $20. 


The combined tax paid to both countries is $40, $20 to Canada 
and $20 to the United States. 


Example C 


A USS. citizen who is a resident of Canada receives $200 of 
income with respect to personal services performed within Can- 
ada and $100 of dividend income arising within the United 
States. Taxable income for U.S. purposes, taking into account 
the rules of Code section 911, is $220. U.S. tax (before foreign 
tax credits) is $92. The $100 of dividend income is deemed to 
bear U.S. tax (before foreign tax credits) of $41.82 ($100/$200 
x $92). Under Canadian law, a deduction of $26.82 (the excess 
of $41.82 over 15 percent of the $100 dividend income) is al- 
lowed in computing income. The Canadian tax on $273.18 of 
income ($300 less the $26.82 deduction) is $130. Canada then 
gives a credit against the $130 for $15 (the U.S. tax paid or 
accrued with respect to the dividend, $41.82 but limited to 15 
percent of the gross amount of such income, or $15), leaving a 
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final Canadian tax of $115. Of the $115, $30.80 is attributable 
to the dividend: 


$73.18 ($100 dividend less $26.82 deduction) 
$273.18 ($300 income less. $26.82 deduction) 


x$115 


Of this amount, $26.82 is creditable against U.S. tax pursuant to 
paragraph 5. (Although the U.S.-allows a credit for the Cana- 
dian tax imposed on the dividend, $30.80, the credit may not 
reduce the U.S. tax below 15 percent of the amount of the divi- 
dend. Thus, the maximum allowable credit is the excess of 
$41.82, the U.S. tax imposed on the dividend income, over $15, 
which is 15 percent of the $100 dividend). The remaining $3.98 
(the Canadian tax of $30.80 less the credit allowed of $26.82) is 
a foreign tax credit carryover for U.S. purposes, subject to the 
limitations of paragraph 5. (An additional $50.18 of Canadian 
tax with respect to Canadian source services income is credita- 
ble against U.S. tax pursuant to paragraphs 3 and 4(b). The 
$50.18 is computed as follows: tentative U.S. tax (before for- 
eign tax credits) is $92; the U.S. tax on Canadian source ser- 
vices income is $50.18 ($92 less the U.S. tax on the dividend 
income of $41.82); the limitation on the services income is: 


: ; 
$120 (taxable income from services) $92 


$220 (total taxable income) 


or $50.18. The credit for Canadian tax paid on the services in- 
come is therefore $50.18; the remainder of the Canadian tax on 
the services income, or $34.02, is a foreign tax credit carryover 
for U.S. purposes, subject to the limitations of paragraph 5.) 


Paragraph 6 is necessary to implement the objectives of 
paragraphs 4(b) and 5(c). Paragraph 6 provides that where a 
U.S. citizen is a resident of Canada, items of income referred to 
in paragraph 4 or 5 are deemed for the purposes of Article 
XXIV to arise in Canada to the extent necessary to avoid 
double taxation of income by Canada and the United States 
consistent with the objectives of paragraphs 4(b) and 5(c). Para- 
graph 6 can override the source rules of paragraph 3 to permit a 
limited resourcing of income. The principles of paragraph 3 
have effect, pursuant to paragraph 3(b) of Article XXX (Entry 
Into Force) of the Convention, for taxable years beginning on or 
after January 1, 1976. See the discussion of Article XXX 
below. 


The application of paragraph 6 is illustrated by the following 
example. 


Example D 


The facts are the same as in Example C. The United States has 
undertaken, pursuant to paragraph 5(c) and paragraph 6, to 
credit $26.82 of Canadian taxes on dividend income that has a 
U.S. source under both paragraph 3 and the Internal Revenue 
Code. (As illustrated in Example C, the credit, however, only 
reduces the U.S. tax on the dividend income which exceeds the 
amount of income tax that would be paid.or accrued to the 
United States on such income if the individual were not a U.S. 
citizen after taking into account any relief available under the 
Convention. Pursuant to paragraph 6, for purposes of determin- 
ing the U.S. foreign tax credit limitation under the Convention 
with respect to Canadian taxes, 


$64.13 ( _ A $92 = $26782! A" 2’$64.13) 
$220 


of taxable income with respect to the dividends 1s deemed to 
arise in Canada, 


6. Where a United States citizen is a resident of Can- 
ada, items of income referred to in paragraph 4 or 5 
shall, notwithstanding the provisions of paragraph 3, 
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be deemed to arise in Canada to the extent necessary 
to avoid the double taxation of such income under 
paragraph 4(b) or paragraph 5(c). 


7. For the purposes of this Article, any reference to 
“income tax paid or accrued” to a Contracting State 
shall include Canadian tax and United States tax, as 
the case may be, and taxes of general application 
which are paid or accrued to a political subdivision 
or local authority of that State, which are not im- 
posed by that political subdivision or local authority 
in a manner inconsistent with the provisions of the 
Convention and which are substantially similar to 
the Canadian tax or United States tax, as the case 
may be. 


History: Para. 7 amended by 1995 Protocol, article 12(3), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 7 formerly read: 


7. For the purposes of this Article, any reference to “income 
tax paid or accrued” to a Contracting State shall include Ca- 
nadian tax and United States tax, as the case may be, and 
taxes of general application which are paid or accrued to a 
political subdivision or local authority of that State, which are 
not imposed by that political subdivision or local authority in 
a manner inconsistent with the provisions of the Conyention 
and which are substantially similar to the taxes of that State 
referred to in paragraphs 2 and 3(a).of Article Il (Taxes 
Covered). 


Technical Explanation [1995 Protocol]: 


Paragraph 3 of Article 12 of the Protocol makes a technical amend- 
ment to paragraph 7 of Article XXIV. It conforms the reference to 
U.S. and Canadian taxes. to the amended definitions of “United 
States tax” and “Canadian tax” in subparagraphs (c) and (d) of para- 
graph 1 of Article III (General Definitions). No substantive change 
in the effect of the paragraph is intended. 


8. Where a resident of a Contracting State owns cap- 
ital which, in accordance with the provisions of the 
Convention, may be taxed in the other Contracting 
State, the first-mentioned State shall allow as a de- 
duction from the tax on the capital of that resident an 
amount equal. to the capital tax paid in that other 
State. The deduction shall not, however, exceed that 
part of the capital tax, as computed before the deduc- 
tion is given, which is attributable to the capital 
which may be taxed in that other State. 


9. The provisions of this Article relating to the 
source of profits, income or gains shall not apply for 
the purpose of determining a credit against United 
States tax for any foreign taxes other than income 
taxes paid or accrued to Canada. 


History: Para. 9 added by 1983 Protocol, article XI, para. 3. 


10. Where in accordance with any provision of the 
Convention income derived or capital owned by a 
resident of a Contracting State is exempt from tax in 
that State, such State may nevertheless, in calculat- 
ing the amount of tax on other income or capital, 
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take into account the exempted income or capital. 


History: Para. 10 added by 1995 Protocol, article 12(4), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Paragraph 4 of Article 12 of the Protocol adds a new paragraph 10 
to Article XXIV of the Convention. This paragraph provides for the 
application of the rule of “exemption with progression” by a Con- 
tracting State in cases where an item of income of a resident of that 
State is exempt from tax in that State by virtue of a provision of the 
Convention. For example, where under Canadian law a tax benefit, 
such as the goods and services tax credit, to a Canadian resident 
individual is reduced as the income of that individual, or the indi- 
vidual’s spouse or other dependent, increases, and any of these per- 
sons receives U.S. social security benefits that are exempt from tax 
in Canada under the Convention, Canada may, nevertheless, take 
the U.S. social security benefits into account in determining 
whether, and to what extent, the benefit should be reduced. 


New Article XXIX B (Taxes Imposed by Reason of Death), added 
by Article 19 of the Protocol, also provides relief from double taxa- 
tion in certain circumstances in connection with Canadian income 
tax imposed by reason of death and U.S. estate taxes. However, sub- 
paragraph 7(c) of Article XXIX B generally denies velief from U.S. 
estate tax under that Article to the extent that a credit or deduction 
has been claimed for the same amount in determining any other tax 
imposed by the United States. This restriction would operate to 
deny relief, for example, to the extent that relief from U.S. income 
tax is claimed under Article XXIV in respect of the same amount of 
Canadian tax. There is, however, no requirement that relief from 
U.S. tax be claimed first (or exclusively) under Article XXIV. Para- 
graph 6 of Article XXIX B also prevents the claiming of double 
relief from Canadian income taxation under both that Article and 
Article XXIV, by providing that the credit provided by Article 
XXIX B applies only after the application of the credit provided by 
Article XXIV. 


Technical Explanation [1984]: 


Paragraph 9 provides clarification that the source rules of this Arti- 
cle shall not be used to determine the credit available against U.S. 
tax for foreign taxes other than income taxes paid or accrued to 
Canada (i.e., taxes of third countries). Thus, creditable third country 
taxes may not.offset the U.S. tax on income treated as arising in 
Canada under the source rules of the Convention. A person claiming 
credit for income taxes of a third country may not rely upon the 
rules of paragraphs 3 and 6 for purposes of treating income that 
would otherwise have a U.S. source as having a foreign source. 
Thus, if the taxpayer elects to compute the foreign tax credit for any 
year using the special source rules set forth in paragraphs 3 and 6, 
paragraph 9 requires that a separate limitation be computed for 
taxes not covered by paragraph 1 without regard to the source rules 
of paragraphs 3 and 6, and the credit for such taxes may not exceed 
such limitation. The credit allowed under this separate limitation 
may not exceed the proportion of the Federal income taxes imposed 
by the Code that the taxpayer’s taxable income from foreign sources 
(under the Code) not included in taxable income arising in Canada 
(and not in excess of total foreign source taxable income under the 
Code) bears to the taxpayer’s worldwide taxable income. In any 
case the credit for taxes covered by paragraph | and the credit for 
other foreign taxes is limited to the amount allowed under an overall 
limitation computed by aggregating taxable income arising in Can- 
ada and other foreign source taxable income. 


If creditable Canadian taxes exceed the proportion of U.S. tax that 
taxable income arising in Canada bears to the entire taxable income, 
such taxes may qualify to be absorbed by any excess in the separate 
limitation computed with respect to other taxes. 


In a case where a taxpayer has different types of income subject to 
separate limitations under the Code (e.g., section 904(d)(1)(B) 
DISC dividends) the Convention rules just described apply in the 
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context of each of the separate Code limitations. 


A taxpayer may, for any year, claim a credit pursuant to the rules of 
the Code. In such case, the taxpayer would be subject to the limita- 
tions established in the Code, and would forego the rules of the 
Convention that determine where taxable income arises. In addition, 
any Canadian taxes covered by paragraph | which are not creditable 
under the Code would not be credited.” 


Thus, where a taxpayer elects to use the special source rules of this 
Article to compute the foreign tax credit for any year, the following 
computations must be made: 


Step I(a): Compute a hypothetical foreign tax credit limitation for 
Canadian income and taxes using the source rules of the 
Convention. 


Step 1(b): Compute a hypothetical foreign tax credit limitation for 
third country income and taxes using the source rules of the Code. 


Step I(c): Compute an overall foreign tax credit limitation using the 
source rules of the Convention to the extent they resource Canadian 
source income.as U.S. source.income or U.S. source income as, Ca- 
nadian source income, and using the source rules of the Code with 
respect to any other income. 


Step 2: Allocate the amount of creditable Canadian taxes to the 
amount of the limitation computed under step 1(a), and allocate the 
amount of creditable third country taxes to the amount of the limita- 
tion computed under step 1(b). The amount of credit to be so allo- 
cated may not exceed the amount of the respective limitation. 


Step 3: (1) If the total credits allocated under-step 2 exceed. the 
amount of the limitation computed under step 1(c), the amount of 
allowable credits must be reduced to that limitation (see Rev. Rul. 
82-215, 1982-2 Cum. Bull. 153 for the method of such reduction). 


(2) If the total credits allocated under step 2 are less than the amount 
of the limitation computed under step 1(c), then (a) any amount of 
creditable Canadian taxes in excess of the amount of the step 1(a) 
limitation may be credited to the extent of the excess of the step 1(c) 
limitation over the total step 2 allocation, and (b) any amount of 
third country taxes in:excess of the amount of the step 1(b) limita- 
tion may not be credited. 


The following examples (in which the taxpayer’s U.S. tax rate is 
presumed to be 46%) illustrate the application of the source rules of 
Article XXIV: 


Example 1. 


(a) A U.S. corporate taxpayer has for the taxable year $100 of taxa- 
ble income having a U.S. source under both the Convention and the 
Code; $100 of taxable income having a Canadian source under both 
the Convention and the Code; $50 of taxable income having a Cana- 
dian source under the Convention but a U.S. source under the Code 
(see, for example, paragraph 1 of Article VII (Business Profits) and 
paragraph 3(a) of Article XXIV); and $80 of taxable income having 
a foreign (non-Canadian) source under the Code. The taxpayer pays 
$75 of Canadian income taxes and $45 of third country income 
taxes. All the foreign source income of the taxpayer constitutes 
“other” income described. in Code section 904(d)(1)(C). 


The source rules of the Convention are applied as follows to com- 
pute the taxpayer’s foreign tax credit: 


Step I(a): 
$150 (Canadian source taxable income x $151.80 
under Convention) 
$330 (total taxable income) 
= $69 limit for Canadian taxes. 
Step 1(b): 
$80... (third country source taxable in- x $151.80 


come under Code) 


$330 (total taxable income) 
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= $36.80 limit for third country 
taxes. 
Step 1(c): 
$230 (overall foreign taxable income 
under source rules described x $151.80 
above) 
$330 (total taxable income) 


= $105.80 total limit. 


Step 2: The taxpayer may tentatively credit $69 of the $75 Canadian 
income taxes under the step 1(a) limitation, and $36.80 of the third 
country income taxes under the step 1(b) limitation. 


Step 3: Since the total amount of taxes credited under step 2 equals 
the taxpayer’s total limitation of $105.80 under step 1(c), no addi- 
tional taxes may be credited. The taxpayer has a $6 Canadian in- 
come tax carryover and an $8.20 third country income tax carryover 
for U.S. foreign tax credit purposes. 


(b) If the taxpayer had paid only $30 of third country taxes, he 
would credit that $30 in step 2. Since the total amount of credits 
allowed under step 2 ($99) is less than the taxpayer’s total limit of 
$105.80, and since the taxpayer has $6 of excess Canadian taxes not 
credited under step 2, he may also claim a credit for that $6 of Ca- 
nadian income taxes, for a total credit of $105. 


(c) If the taxpayer had paid $45 of third country income taxes and 
$65 of Canadian income taxes, the computation would be as 
follows: ; 


Step 2: The taxpayer would credit the $65 of Canadian income 
taxes, and would also credit $36.80 of the $45 of third country in- 
come taxes. 


Step 3: Although the total amount of credits computed under step 2 
($101.80) is less than the taxpayer’s total limitation of $105.80, no 
additional credits can be claimed since the taxpayer has only excess 
third country income taxes. The excess third country income taxes 
are thus not permitted to offset U.S. tax on income that is Canadian 
source income under the Convention. The taxpayer would have 
$8.20 of third country income taxes as a carryover for U.S. foreign 
tax credit purposes. 


Example 2. 


A United States corporate taxpayer has for the taxable year $100 of 
taxable income having a Canadian source under the Convention but 
a U.S. source under the Code; $100 of taxable income having a U.S. 
source under both the Convention and the Code; $80 of taxable in- 
come having a foreign (non-Canadian) source under the Code; and 
$50 of loss allocated or apportioned to Canadian source income. 
The taxpayer pays $50 of foreign (non-Canadian) income taxes, and 
$20 of Canadian income taxes. 


The source rules of the Convention are applied as follows to com- 
pute the taxpayer’s foreign tax credit: 


Step I(a): 


$50 (Canadian source taxable income 


under Convention) x $105.80 


$230 (total taxable income) 


= $23 limit for Canadian taxes. 
Step I(b): 


$80 (third country source taxable in- 


come under Code) x $105.80 


(total taxable income) 

= $36.80 limit for third country 

taxes. 

Step I(c): 
$130 (overall foreign taxable income 

under source rules described 

above) 


x $105.80 
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$230 (total taxable income) 
= $59.80 limit for Canadian tax- 


es. 


Step 2: Since the taxpayer paid $20 of Canadian income taxes, he 
may credit that amount in full since the step 1(a) limit is $23. Since 
the step 1(b) limit is $36.80, the taxpayer may credit $36.80 of the 
$50 foreign income taxes paid. 


Step 3: Although the total taxes credited under step 2 ($56.80) is 
less than the taxpayer’s total limit of $59.80, no additional credits 
may be claimed since the only excess taxes are third country income 
taxes, and those may not be used to offset any excess limitation in 
step 3. The $13.20 of foreign taxes not allowed as a credit is availa- 
ble as a foreign tax credit carryover. | 


Example 3. 


The facts are the same as in Example 2, except that foreign (non- 
Canadian) operations result in a loss of $30 rather than taxable in- 
come of $80, and no foreign (non-Canadian) income taxes are paid. 
The taxpayer’s credit is computed as follows: 


Step I(a): 
$50 $50.20 
$120 


Step I(b): Since there is no third country source taxable income 
under the Code, the limit for third country income taxes is zero. 


Step I(c): 
$ 
20 
$120 


Step 2: Since the taxpayer paid $20 of Canadian income tax, he may 
tentatively credit that amount in full since the step 1(a) limit is $23. 


limit for Canadian taxes. 


x $55.20 = $9.20. total limit. 


Step 3: Since the total taxes credited under step 2 ($20) exceeds the 
taxpayer’s total limit of $9.20, the taxpayer must reduce the total 
amount claimed as a credit to $9.20. The remaining $10.80 of Cana- 
dian income taxes are available as a foreign tax credit carryover. 


Example 4. 


The facts are the same as in Example 2, except that the first $100 of 
taxable income mentioned in Example 2 has a Canadian source 
under both the Convention and the Code. 


Step I(a): 


$50 x $105.80 e $23 limit for Canadian 
Tie aes taxes. 
$230 
Step 1(b): 


$36.80 limit for third 
country income taxes. 


$80 x $105.80 


$230 
Step I(c): 

$130 

$230 


Step 2: The taxpayer credits the $20 of Canadian income tax and 
$36.80 of third country income tax. 


x $105.80 $59.80 total limit. 


Step 3: As explained in Example 2, the taxpayer’s total credit is 
limited to $56.80. In this case, however, if the Canadian taxes cov- 
ered by the Convention are creditable under the Code, the taxpayer 
could elect the Code limitation of $59.80 ($130/$230 x $105.80), 
which is more advantageous than the Convention limitation because 
that limitation does not permit third country income taxes to be 
credited against the U.S. tax on income arising in Canada under the 
Convention. 
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Example 5. 


The facts are the same as in Example 2, except that the corporation 


pays $25 of Canadian income taxes and $12 of foreign (non-Cana- 
dian) income taxes. Under step 2, the taxpayer would credit $23 of 
the $25 of Canadian income taxes and the full $12 of third country 
income taxes. Since the total amount of income taxes credited under 
step 2 is $35, which is less than the taxpayer’s total limit of $59.80, 
the taxpayer may credit an amount of Canadian income taxes up to 
the $24.80 excess. Here, the taxpayer may claim a credit for the 
additional $2 of Canadian income taxes not credited under step 2, 
and has a total credit of $37. 


Example 6. 


(a) A U.S. corporate taxpayer has for the taxable year $100 of taxa- 
ble income having a Canadian source under the Convention and the 
Code; $50 of taxable income having a Canadian source under the 
Convention but a U.S. source under the Code; $80 of taxable in- 
come having a foreign (non-Canadian) source under the Code; and 
$50 of loss allocated or apportioned to U.S. source income. The. tax- 
payer pays $65 of Canadian income taxes, and $45 of third country 
income taxes. 


Step I(a): 

$150 x $82.80 yi $69 limit for Canadian 
income taxes. 

$230 

Step 1(b): 
$80. $8280 00 scr pgunny Ane tates. 
$180 | 

Step I(c): 
$180 x $82.80 = $82.80 total limit. 
$180 | 


Step 2: The taxpayer tentatively credits the $65 of Canadian income 
taxes against the $69 limit of step 1(a), and $36.80 of the $45 of 
third country income taxes against the $36.80 limit of step 1(b). 


Step 3: Since the total amount of credits tentatively allowed under 
step 2 ($101.80) exceeds the taxpayer’s total limit of $82.80 under 
step I(c), the taxpayer’s allowable credit is reduced to $82.80 under 
the method provided by Rev. Rul. 82-215. 


(b) If the taxpayer had paid only $40 of Canadian income taxes, the 
total credits tentatively allowed under step 2. is $76.80. Although 
that amount is less than the $82.80 total limit under step, 1(c), no 
additional taxes may be credited since the taxpayer only has excess 
third country income taxes. The $8.20 of excess third country in- 
come taxes would be allowed as a foreign tax credit carryover. 


The general rule for avoiding double taxation in Canada is provided 
in paragraph 2. Pursuant to paragraph 2(a) Canada undertakes to al- 
low to a resident of Canada a credit against income taxes imposed 


under the Income Tax Act for the appropriate amount of income | 


taxes paid or accrued to the United States. Paragraph 2(b) provides 
for the deduction by a Canadian company, in computing taxable in- 
come, of any dividend received out of the exempt surplus of a U.S. 
company which is. an affiliate. The provisions of paragraphs 2(a) 
and (b) are subject to the provisions.of the Income Tax Act as. they 
may be amended from time, to time without changing the general 
principle of paragraph 2. Paragraph 2(c) provides that where Can- 
ada imposes a tax on the alienation of property pursuant to the pro- 
visions of paragraph 5 of Article XIII (Gains), Canada will allow a 
credit for the income tax paid or accrued to the United States on 
such gain. 

The rules of paragraph 1 are modified'in certain respects by rules in 
paragraphs 4 and 5. for income derived by United States citizens 
who are residents of Canada. Paragraph 4 provides two steps for the 
elimination of double taxation in such a case. First, paragraph 4(a) 
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provides that Canada shall allow a deduction from (credit against) 
Canadian tax in respect of income tax paid or accrued to the United 
States in respect of profits, income, or gains which arise in the 
United States (within the meaning of paragraph 3(a)); the deduction 
against Canadian tax need not, however, exceed 'the amount of in- 
come tax that would be paid or accrued to the United States if the 
individual were not a U.S. citizen, after taking into account any re- 
lief available under the Convention. 


The second step, as provided in paragraph 4(b), is that the United 
States allows as a credit against United States tax, subject to the 
rules of paragraph 1, the income tax paid or accrued to Canada after 
the Canadian credit for U.S. tax provided by paragraph 4(a). The 
credit so allowed by the United States is not to reduce the portion of 
the United States tax that is creditable against Canadian tax in ac- 
cordance with paragraph 4(a). 


The following example illustrates the application of paragraph 4. 


Example A 


¢ A USS. citizen who is a resident of Canada earns $175 of in- 
come from the performance of independent personal services, 
of which $100 is derived from services performed in Canada 
and $75 from services performed in the United States. That is 
his total world-wide income. 


¢ If he were not a U.S. citizen, the United States could tax $75 of 
that amount under ‘Article XIV (Independent Personal Ser- 
vices): By reason of patagraph 3(a), the $75 that may be taxed 
by the United States under Article XIV is deemed to arise in the 
United States. Assume that the U.S. tax on the $75 would be 
$25 if the taxpayer were not a US. citizen. 


However, since the individual is a U.S. citizen, he is subject to 
U.S. tax on his worldwide income of $175. After excluding $75 
under section 911, his taxable income is $100 and his U.S. tax 
is $40. 


* Because he is a resident of Canada, he is also subject to Cana- 
dian tax on his worldwide income. Assume that Canada taxes 
the $175 at $75. 


Canada will credit against its tax of $75 the U.S. tax at source 
of $25, leaving a net Canadian tax of $50. 


The United States will credit against its tax of $40 the Canadian 
tax net of credit, but without reducing its source basis tax of 
$25; thus, the allowable credit is $40 - $25 = $15. 


* To use a credit of $15 requires Canadian source taxable income 
of $37.50 ($37.50/$100 - $40 = 15). Without any special treaty 
rule, Canadian source taxable income would be only $25 ($100 
less the section 911 exclusion of $75). Paragraph 6 provides for 
resourcing an additional $12.50 of income to Canada, so that 
the credit of $15 can be fully used. 


Paragraph 5 provides special rules for the elimination of double tax- 
ation in the case of dividends, interest, and royalties earned by a 
U.S. citizen resident in Canada. These rules apply notwithstanding 
the provisions of paragraph 4, but only as long as the law in Canada 
allows.a deduction in computing income for the portion of any for- 
eign tax paid in respect of dividends, interest, or royalties which 
exceeds 15 percent of the amount of such items of income, and only 
with respect to those items of income. The rules of paragraph 4 ap- 
ply with respect.to other items of income; moreover, if the law in 
force in Canada regarding the deduction for foreign taxes changes, 
the provisions of paragraph 5. shall not apply and the U.S. foreign 
tax credit for Canadian taxes and the Canadian credit for U.S. taxes 
will be determined solely pursuant to the provisions of paragraph 4. 


The calculations under paragraph 5 are as follows. First, the deduc- 
tion allowed in Canada in computing income shall be made with 
respect to U.S. tax on the dividends, interest, and royalties before 
any foreign tax credit by the United States with respect to income 
tax paid or accrued to Canada. Second, Canada shall allow a deduc- 
tion from (credit against) Canadian tax for U.S. tax paid or accrued 
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with respect to the dividends, interest, and royalties, but such credit 
need not exceed 15 percent of the gross amount of such items of 
income that have been included in computing income for Canadian 
tax purposes. (The credit may, however, exceed the amount of tax 
that the United States would be entitled to levy under the Conven- 
tion upon a Canadian resident who is not a U.S. citizen.) Third, for 
purposes of computing the U.S. tax on such dividends, interest, and 
royalties, the United States shall allow as a credit. against the U.S. 
tax the income tax paid or accrued to Canada after the 15 percent 
credit against Canadian tax for income tax paid or accrued to the 
United States. The United States is in no event obliged to give a 
credit for Canadian income tax which will reduce the U.S. tax be- 
low 15 percent of the amount of the dividends, interest, and 
royalties. 


The rules of paragraph 5 are illustrated by the following examples. 


Example B 


¢ A USS. citizen who is a resident of Canada has $100 of royalty 
income arising in the United States. The tentative U.S. tax 
before foreign tax credit is $40. 


¢ Canada, under its law, allows a deduction for the U.S. tax in 
excess of 15 percent or, in this case, a deduction of $25 ($40 - 
$15). The Canadian taxable income is $75 and the Canadian tax 
on that amount is $35. 


* Canada gives a credit of $15 (the maximum credit allowed is 15 
percent of the gross royalty taken into Canadian income) and 
collects a net tax of $20. 


¢ The United States allows a credit for the net Canadian tax 
against its tax in excess of 15 percent. Thus, the maximum 
credit is $25 ($40 - $15). But since the net Canadian tax paid 
was $20, the usable credit is $20. 


* To be able to use a credit of $20 requires Canadian source taxa- 
ble income of $50 (50% of the U.S. tentative tax of $40). Under 
paragraph 6, $50 of the U.S. royalty is resourced to be of Cana- 
dian source. The credit of $20 may then be offset against the 
U.S. tax of $40, leaving a net U.S. tax of $20. 


* The combined tax paid to both countries is $40, $20 to Canada 
and $20 to the United States. 


Example C 


A USS. citizen who is a resident of Canada receives $200 of income 
with respect to personal services performed within Canada and $100 
of royalty income arising within the United States. Taxable income 
for U.S. purposes, taking into account the rules of Code section 911, 
is $220. U.S. tax (before foreign tax credits) is $92. The $100 of 
royalty income is deemed to bear U.S. tax (before foreign tax cred- 
its) of $41.82 ($100/$220 x $92). Under Canadian law, a deduction 
of $26.82 (the excess of $41.82 over 15 percent of the $100 royalty 
income) is allowed in computing income. The Canadian tax on 
$273.18 of income ($300 less the $26.82 deduction) is $130. Can- 
ada then gives a credit against the $130-for $15 (the U.S. tax paid or 
accrued with respect to the royalty, $41.82, but limited to 15 percent 
of the gross amount of such income, or $15), leaving a final Cana- 
dian tax of $115. Of the $115, $30.80 is attributable to the royalty 


$73.18 ($100 royalty less $26.82 deduc- 
tion) 

$273.18 ($300 income less $26.82 deduc- 
tion) 


x $115. 


Of this amount, $26.82 is creditable against U.S. tax pursuant to 
paragraph 5. (Although the U.S. allows a credit for the Canadian tax 
imposed on the royalty, $30.80, the credit may not reduce the U.S. 
tax below 15 percent of the amount of the royalty. Thus, the maxi- 
mum allowable credit is the excess of $41.82, the U.S. tax imposed 
on the royalty income, over $15, which is 15 percent of the: $100 
royalty). The remaining $3.98 (the Canadian tax of $30.80 less the 
credit allowed of $26.82) is a foreign tax credit carryover for U.S. 
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purposes, subject to the limitations of paragraph 5. (An additional 
$50.18 of Canadian tax with respect to Canadian source services 
income is creditable against U.S. tax pursuant to paragraphs 3 and 
4(b). The $50.18 is computed as follows: tentative U.S. tax (before 
foreign tax credits) is $92; the U.S. tax on Canadian source services 
income is $50.18 ($92 less the U.S. tax on the royalty income of 


$41.82); the limitation on the services income is: 
$120 (taxable income from services) x $92, 


$220 (total taxable income) 


or $50.18. The credit for Canadian tax paid on the services income 
is therefore $50.18; the remainder of the Canadian tax on the ser- 
vices income, or $34.02, is a foreign tax credit carryover for U.S. 
purposes, subject to the limitations of paragraph 5). 


Paragraph 6 is necessary to implement the objectives of paragraphs 
4(b) and S(c). Paragraph 6 provides that where a U.S. citizen is a 
resident of Canada, items of income referred to in paragraph 4 or 5 
are deemed for the purposes of Article XXIV to arise in Canada to 
the extent necessary to avoid double taxation of income by Canada 
and the United States consistent with the objectives of paragraphs 
4(b) and 5(c). Paragraph 6 can override the source rules of para- 
graph 3 to permit a limited resourcing of income. The principles of 
paragraph 6 have effect, pursuant to paragraph 3(b) of Article XXX 
(Entry Into Force), for taxable years beginning on or after January 
1, 1976. See the discussion of Article XXX below. 


The application of paragraph 6 is illustrated by the following 
example. 


Example D 


The facts are the same as in Example C. The United States has un- 
dertaken, pursuant to paragraph 5(c) and paragraph 6, to credit 
$26.82 of Canadian taxes on royalty income that has a U.S. source 
under both paragraph 3 and the Internal Revenue Code. (As illus- 
trated in Example C, the credit, however, only reduces the U.S. tax 
on the royalty income which exceeds 15 percent of the amount of 
such income included in computing U.S. taxable income.) Pursuant 
to paragraph 6, for purposes of determining the U.S. foreign tax 
credit limitation under the Convention with respect to Canadian 
taxes, $64.13 (A/$220 x $92 = $26.82; A = $64.13) of taxable in- 
come with respect to the royalties is deemed to arise in Canada. 


Paragraph 7 provides that any reference to “income tax paid or ac- 
crued” to Canada or the United States includes Canadian tax or 
United States tax, as the case may be. The terms “Canadian tax” and 
“United States tax” are defined in paragraphs 1(c) and 1(d) of Arti- 
cle Iff (General Definitions). References to income taxes paid or ac- 
crued also include taxes of general application paid or accrued to a 
political subdivision or local authority of Canada or the United 
States which are not imposed by such political subdivision or local 
authority in a manner inconsistent with the provisions of the Con- 
vention and which are substantially similar to taxes of Canada or the 
United States referred to in paragraphs 2 and 3(a) of Article II 
(Taxes Covered). 


In order for a tax imposed by a political subdivision or local author- 
ity to fall within the scope of paragraph 7, such tax must apply to 
individuals, companies, or other persons generally, and not only to a 
particular class of individuals or companies or a particular type of 
business. The tax must also be substantially similar to the national 
taxes referred to in paragraphs 2 and 3(a) of Article II. Finally, the 
political subdivision or local authority must apply its tax in a man- 
ner not inconsistent with the provisions of the Convention. For ex- 
ample, the political subdivision or local authority must not impose 
its tax on a resident of the other Contracting State earning business 
profits within the political subdivision or local authority but not 
having a permanent establishment there. It is understood that a Ca- 
nadian provincial income tax that satisfied the conditions of para- 
graph 7 on September 26, 1980 also satisfied the conditions of that 
paragraph on June 14, 1983 —1.e., no significant changes have oc- 
curred in the taxes imposed by Canadian provinces. 


2628 


Art. XXV <_ Non-Discrimination 


Paragraph 8 relates to’ the provisions of Article XXIH (Capital). It 
provides that where a resident of ‘a Contracting State owns capital 


which, in: accordance with: the provisions of Article XXHI, may, be> 


taxed: in the other Contracting State, the State of residence shall.al- 
low as a deduction from (credit against) its tax on capital an amount 
equal to the capital tax paid in the other Contracting State. The de- 
duction is not, however, to exceed that part of the capital tax, com- 
puted before the deduction, which is attributable to capital which 
may be taxed in the other State. 


Article XXV — Non-Discrimination 


1. Citizens of a Contracting State, who are residents 
of the other Contracting State, shall not be subjected 
in that other State to any taxation or any requirement 
connected therewith which is other or more burden- 
some than the taxation and connected requirements 
to which citizens’ of that other State in the same cir- 
cumstances are or may be subjected. 


Technical Explanation [1984]: 


Paragraphs 1 and 2 of Article XXV protect individual citizens of a 
Contracting State from discrimination by the other Contracting 
State in taxation matters. Paragraph 1 provides that'a citizen of a 
Contracting State who is a resident of the other Contracting State 
may not be subjected in that other State to any taxation or require- 
ment Conhected with taxation which is other or more burdensome 
than the taxation and connected requirements imposed on similarly 
situated citizens of the other State. : 


2. Citizens of a Contracting State, who.are not re- 
sidents: of the other Contracting: State, shall not be 
subjected in that other State to any taxation or any 
requirement connected therewith which is other or 
more burdensome than the taxation and connected 
requirements to, which citizens, of any third State in 
the-same circumstances (including State: of resi- 
dence) are or may be subjected. . 


Technical Explanation [1 984]: 


Paragraph 2 ‘assures protection ‘in a case where a citizen of a Con- 
tracting State is not a resident of the other Contracting State. Such a 
citizen may not be subjected in the other State to any taxation or 
requirement connected to taxation which is other or more burden- 
some than the taxation and connected, requirements to which, simi- 
larly situated. citizens of, any, third State are subjected. The reference 
to citizens of a third State “in the same circumstances” includes 
consideration of the State of residence. Thus, pursuant to paragraph 
2, the Canadian taxation with respect ‘to a citizen of the United 
States resident in, for example; the United Kingdom may not be 
more burdensome than the taxation of a U.K. citizen resident in the 
United Kingdom. Any, benefits-available to the U.K, citizen by vir- 
tue of an income tax convention between. the United Kingdom and 
Canada would be available to the U.S. citizen resident in.the United 
Kingdom if he is otherwise in the same citcumstances as the U.K, 
citizen. 


3. In determining the taxable income or tax payable 
of an individual who is a resident of a Contracting 
State, there shall be allowed.as a deduction in respect 
of any other person who is a resident of the other 
Contracting State and who is dependent on the indi- 
vidual for support the amount that would be so al- 
lowed if that other person were a resident of the first- 
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mentioned State. 


History: Para. 3 amended by 1995 Protocol, article 13(1), generally 
effective for taxation: years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para..3: formerly read:, 


3. In determining the taxable income of an individual who is 
a resident of a Contracting State there shall be allowed as a 
deduction in respect of any other person who is a resident of 
the other Contracting State and who is dependent on the indi- 
vidual for support the amount that would be so allowed if that 
other person were a resident of the first-mentioned State. 


Technicai Explanation [1995 Protocol]: 


Article 13 of the Protocol amends Article XXV (Non-Discrimina- 
tion) of the Convention. Paragraph, 1 of Article 13 amends. para- 
graph 3 of Article XXV to conform the treaty language to a change 
in Canadian law. The paragraph is intended to allow the treatment 
of dependents under the income tax law of a Contracting State to 
apply with respect to dependents who are residents of the. other 
Contracting State. As drafted in the present Convention, the rule 
deals specifically only with deductions; the amendments made by 


the Protocol clarify that it also applies to the credits now provided 


by Canadian law. 
Technical Explanation [1984]: 


Paragraph 3 assures that, in computing taxable income, an individ- 
ual resident of! a Contracting State will be entitled to the same de- 
duction for dependents resident in the other Contracting State that 
would be allowed if the dependents were residents of the individ- 
ual’s State of residence. The term “dependent” is defined in accor- 
dance with the rules set forth in paragraph 2 of Article III (General 
Definitions). For U.S. tax purposes, paragraph 3 does not expand 
the benefits currently: available toa resident of the United States 
with a dependent resident in Canada. See Code section 152(b)(3). 


4. Where a married individual who is a resident of 
Canada’ and not a citizen of the United States has in- 
come that is taxable in the United States pursuant to 
Article XV (Dependent Personal Services), the 
United States tax with respect to such income shall 
not exceed such proportion of the total United States 
tax that would be payable for the taxable year if both 
the individual and his,spouse were United States citi- 
zens. as the individual’s taxable income determined 
without regard to this paragraph bears to the amount 
that would be the. total taxable income of the individ- 
ual and his spouse. For the purposes of this 
paragraph, 

(a) the “total. United States tax” shall be deter- 

mined as if all the income of the individual and 

his. spouse arose in the United States; and 


(b) a deficit of the spouse shall not be taken into 
account in determining taxable income. 


Technical Explanation [1984]: 


i Paragraph 4 allows a resident of Canada (not a citizen of the United 


States) to file a joint return in cases where such person earns salary, 
wages, or other similar remuneration as an employee and such in- 
come is taxable in the United States under the Convention. Para- 
graph 4 does not apply where the resident of Canada earns wages 
which are exemptin the United States under Article XV (Dependent 
Personal. Services) or earns only income taxable by: the United 
States under provisions of the Convention other than Article XV. 


The benefit provided by paragraph 4 is available regardless of the 
residence of the taxpayer’s spouse. It is limited, however, by a 
formula designed to ensure that the benefit is available solely with 
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respect to persons whose U.S. source income is entirely, or almost 
entirely, wage income. The formula limits the United States tax 
with respect to wage income to that portion of the total U.S. tax that 
would be payable for the taxable year if both the individual and his 
spouse were United States citizens as the individual’s taxable in- 
come (determined without any of the benefits made available by 
paragraph 4, such as the standard deduction) bears to the total taxa- 
ble income of the individual and his spouse. The term “total United 
States tax” used in the formula is total United States tax without 
regard to any foreign tax credits, as provided in subparagraph 4(a). 
(Foreign income taxes may, however, be claimed as deductions in 
computing taxable income, to the extent allowed by the Code.) In 
determining total taxable income of the individual and his spouse, 
the benefits made available by paragraph 4 are taken into account, 
but a deficit of the spouse is not. 


The following example illustrates the application of paragraph 4. 


A, a Canadian citizen and resident, is married to B who is also a 
Canadian citizen and resident. A earns $12,000 of wages taxa- 
ble in the U.S. under Article XV (Dependent Personal Services) 
and $2,000 of wages taxable only in Canada. B earns $1,000 of 
U.S. source dividend income, taxed by the United States at 15 
percent pursuant to Article X (Dividends). B also earns $2,000 
of wages taxable only in Canada. A’s taxable income for U.S. 
purposes, determined without regard to paragraph 4, is $11,700 
($12,000 - $2,000 (Code sections 151(b) and 873(b)(3)) + 
$1,700 (Code section 63)). The U.S. tax (Code section 1(d)) 
with respect to such income is $2,084.50. The total U.S. tax 
payable by A and B if both were U.S. citizens and all their in- 
come arose in the United States would be $2,013 under Code 
section 1(a) on taxable income of $14,800 ($17,000 - $200 
(Code section 116) - $2,000 (Code section 151)). Pursuant to 
paragraph 4, the U.S. tax imposed on A’s wages from U.S. 
sources is limited to $1,591.36 ($11,700/$14,800 x $2,013). B’s 
U.S. tax liability with respect to the U.S. source dividends re- 
mains $150. 
The provisions of paragraph 4 may be elected on a: year-by-year ba- 
sis. They are purely computational and do not make either or both 
spouses residents of the United States for the purpose of other U.S. 
income tax conventions. The rules relating to the election provided 
by U.S. law under Code section 6013(g) (see section 1.6013-6 of 
the Treasury Regulations) do not apply to the election described in 
this paragraph. : 


5. Any company which is a resident of a Contracting 
State, the capital of which is wholly or partly owned 
or controlled, directly or indirectly, by one or more 
residents of the other Contracting State, shall not be 
subjected in the first-mentioned State to any taxation 
or any requirement connected therewith which is 
other or more burdensome than the taxation and con- 
nected requirements to which other similar compa- 
nies of the first-mentioned State, the capital of which 
is wholly or partly owned or controlled, directly or 
indirectly, by one or more residents of a third State, 
are or may be subjected. 


Technical Explanation [1984]: 


Paragraph 5 protects against discrimination in a case where the cap- 
ital of a company which is a resident of one Contracting State is 
wholly or partly owned or controlled, directly or indirectly, by one 
or more residents of the other Contracting State. Such a company 
shall not be subjected in the State of which it is a resident to any 
taxation or requirement connected therewith which is other or more 
burdensome than the taxation and connected requirements to which 
are subjected other similar companies which are residents of that 
State but whose capital is wholly or partly owned or controlled, di- 
rectly or indirectly, by one or more residents of a third State. 


Canada—U.S. Tax Convention 


6. Notwithstanding the provisions of Article XXIV 
(Elimination of Double Taxation), the taxation on a 
permanent establishment which a resident of a Con- 
tracting State has in the other Contracting State shall 
not be less favourably levied in the other State than 
the taxation levied on residents of the other State 
carrying on the same activities. This paragraph shall 
not be construed as obliging a Contracting State: 


(a) to grant to a resident of the other Contracting 
State any personal allowances, reliefs and reduc- 
tions for taxation purposes on account of civil 
status or family responsibilities which it grants to 
its own residents; or 


(b) to grant to a company which is a resident of 
the other Contracting State the same tax relief 
that it provides to a company which is a resident 
of the first-mentioned State with respect to divi- 
dends received by it from a company. 


History: Para. 6 amended by 1983 Protocol, article XII. 
Technical Explanation [1984]: 


Paragraph 6 protects against discrimination in the case of a perma- 
nent establishment which a resident of one Contracting State has in 
the other Contracting State. The taxation of such a permanent estab- 
lishment by the other Contracting State shall not be less favorable 
than the taxation of residents of that other State carrying on the 
same activities. The paragraph specifically overrides the provisions 
of Article XXIV (Elimination of Double Taxation), thus ensuring 
that permanent establishments will be entitled to relief from double 
taxation on a basis comparable to the relief afforded to similarly 
situated residents. Paragraph 6 does not oblige a Contracting State 
to grant to a resident of the other Contracting State any personal 
allowances, reliefs, and reductions for taxation purposes on account 
of civil status or family responsibilities which it grants to its own 
residents. In addition, paragraph 6 does not require a Contracting 
State to grant to a company which is a resident of the other Con- 
tracting State the same tax relief that it grants to companies which 
are resident in the first-mentioned State with respect to intercorpo- 
rate dividends. This provision is merely clarifying in nature, since 
neither the United States nor Canada would interpret paragraph 6 to 
provide for granting the same relief in the absence of a specific de- 
nial thereof. The principles of paragraph 6 would apply with respect 
to a fixed base as well as a permanent establishment. Paragraph 6 
does not, however, override the provisions of Code section 906. 


7. Except where the provisions of paragraph 1 of Ar- 
ticle [IX (Related Persons), paragraph 7 of Article XI 
(Interest) or paragraph 7 of Article XII (Royalties) 
apply, interest, royalties and other disbursements 
paid by a resident of a Contracting State to a resident 
of the other Contracting State shall, for the purposes 
of determining the taxable profits of the first-men- 
tioned resident, be deductible under the same condi- 
tions as if they had been paid to a resident of the 
first-mentioned State. Similarly, any debts of a resi- 
dent of a Contracting State to a resident of the other 
Contracting State shall, for the purposes of determin- 
ing the taxable capital of the first-mentioned resi- 
dent, be deductible under the same conditions as if 
they had been contracted to a resident of the first- 
mentioned State. 


Technical Explanation [1984]: 
Paragraph 7 concerns the right of a resident of a Contracting State 
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to claim deductions for purposes of computing taxableprofits in-the 
case of disbursements made to a resident of the other Contracting 
State. Such disbursements shall be deductible under. the same condi- 
tions as if they had been made to a resident of the first-mentioned 


State. Thus, this paragraph does not require Canada to permit a de- ” 
duction to a Canadian trust for disbursements made to a non-resi-' 


dent beneficiary out of income derived from a business in Canada or 
Canadian real property; granting sucha deduction would result in 
complete exemption by Canada of such income and would put Ca- 
nadian trusts with non-resident beneficiaries in a better position than 
if they had resident beneficiaries. These provisions do not apply to 
amounts to which paragraph 1 of Article 1X-(Related Persons), para- 
graph 7 of Article XI (Interest), or paragraph 7 of Article XII (Roy- 
alties) apply. Paragraph 7 of Article XXV also provides that, for 
purposes of determining the taxable capital of a resident of a Con- 
tracting State, any debts of such person to a resident of the other 
Contracting State shall be deductible under the same conditions as if 
they had. been contracted to a resident of the first-mentioned. State. 
This portion of paragraph 7 relates to Article XXIII (Capital). 


8. The provisions of paragraph 7 shall not affect the 
operation of any provision of the taxation laws of a 
Contracting State: AY 0 


(a) relating to the deductibility of interest and 
which is in force'on the date of signature of this 
Convention (including any subsequent modifica- 

‘tion of such provisions that does not change: the 
general nature thereof); or 


(b) adopted after such date by a Contracting State 
and which is designed to ensure that a person 
who is not a resident of that State does not enjoy, 
under the laws of that State, a tax treatment that 
is more favorable than that enjoyed by residents 
of that State. 


Related Provisions: ITA 18(4) — Thin capitalization rule. 
Technical Explanation [1984]: 


Paragraph 8 provides that, notwithstanding the provisions, of para- 
graph 7,.a Contracting State may enforce the provisions of its taxa- 
tion laws relating to the deductibility of interest, in force on Sep- 
tember 26, 1980, or as modified subsequent to that date in a manner 
that does not change the general nature of the provisions in force on 
September 26, 1980; or, which are adopted after September 26, 
1980, and are designed to ensure that non-residents do not enjoy a 
more favorable tax treatment under the taxation laws of that State 


than that enjoyed by residents. Thus Canada may continue to limit 
the deductions for interest paid to certain non-residents as provided 


in section 18(4).of Part I of the Income Tax Act. 


9, Expenses incurred by a citizen or resident of a 
Contracting State with respect to any convention (in- 
cluding any seminar, meeting, congress or other 
function of a similar nature) held in the other Con- 
tracting State shall, for the purposes of taxation in 
the first-mentioned State, be deductible to the, same 
extent that such expenses would be deductible if the 
convention were held in the first-mentioned) State. 


Technical Explanation [1984]: 


Paragraph 9 provides that expenses incurred by citizens or residents 
of a Contracting State with respect to any convention, including any 
seminar, meeting, congress, or other function of similar nature, held 
in the other Contracting State, are deductible for purposes of taxa- 
tion in the first-mentioned State to the same extent that such ex- 
penses would be deductible if the convention were held in that 'first- 
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mentioned State. Thus, for U:S, income tax purposes an individual 
who is.a citizen of resident of the United States and who attends, a- 
convention held in Canada may claim deductions for expenses in-.. 
curred in connection with such convention without regard to the. 
provisions of Code section 274(h). Section 274(h) imposes special. 
restrictions on the deductibility of expenses incurred in connection’ 


with foreign conventions. A claim for a deduction for such) amex: ” 


pense remains subject, in all events, to the provisions of U.S. law 
with respect to the deductibility of convention expenses generally 
(e.g., Code sections 162 and 212). Similarly, in the case of a citizen 
or resident of Canada attending a conyention in the United States, 
paragraph 9 requires Canada to allow a deduction for expenses re- 
lating, to. such convention as if the conyention had taken. place in 
Canada. : iw i ae 
Interpretation Bulletins: IT-131R2: Convention expenses: 


10. Notwithstanding the provisions of Article Il” 


(Taxes Covered), this Article shall apply to all taxes 
imposed by a Contracting State. 


History: Para. 10 amended by 1995 Protocol, article 13(2), gener- 


ally effective for taxatron years beginning”“on or after January 1," 


1996 (see Art. 21(2) under ‘Application’ of the 1995. Protocol” 


above): Para. 10 formerly read: 5B 


10. Notwithstanding the provisions of Article II (Taxes Cov- : 
ered), this ‘Article shall apply: 

(a) in the case of Canada, to all taxes imposed under the 
Income Tax Act; and é 


* (b) in the case of the United States, to all taxes imposed 
‘under the Internal Revenue Code. 
Technical Explanation [1995 Protocol]: 
Paragraph 2 of Article 13 of the Protocol amends paragraph 10. of 
Article XXV of the Convention to broaden the scope of the non- 
discrimination protection provided by the Convention. As amended, 
Article XXV will apply to all taxes imposed-by a Contracting State. 
Under the present Convention, non-discrimination ‘protection is lim- 
ited in the case of Canadian taxes; to. taxes, imposed under the. In- 
come Tax Act. As amended by the Protocol, non-discrimination pro- 
tection will extend, for example, to the Canadian goods and services 
tax and other Canadian excise taxes. ~~ 


Technical Explanation [1984]: 


Paragraph 10 provides that, notwithstanding the provisions of Arti- 
cle Il (Taxes Covered), the provisions of Article XXV apply in the 
case of Canada to all taxes imposed under the Income Tax Act; and, 
in the case of the United, States, to all taxes imposed under. the 
Code, Article XXV does. not apply to taxes. imposed. by. political 
subdivisions or local authorities of Canada or the United States. 


Article XXV substantially broadens the protection against discrimi- 
nation provided by the 1942 Convention, which contains only one 
provision dealing specifically with this subject. That provision, par- 
agraph 11 of the Protocol to the 1942 Convention, states that citi- 
zens of one of thé Contracting States residing within the other Con- 
tracting State are not to be subjected to the payment of more 
burdensome taxes than the citizens of the other State. 

The benefits of Article XXV. may affect the tax liability of a U.S. 
citizen or resident with respect to the United States. See paragraphs 
2 and 3 of Article XXIX (Miscellaneous Rules). 


Article XXVI — Mutual Agreement 
Procedure 


1. Where a person considers that the actions of one 
or.both of the Contracting States result or will result 
for him in taxation not in accordance with the provi- 
sions of this Convention, he may, irrespective of the: 
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remedies provided by the domestic law of those 
States, present his case in writing to the competent 
authority of the Contracting State of which he is a 
resident or, if he is a resident of neither Contracting 
State, of which he is a national. 


Technical Explanation [1984]: 


Paragraph | provides that where a person considers that the actions 
of one or both of the Contracting States will result in taxation not in 
accordance with the Convention, he may present his case in writing 
to the competent authority of the Contracting State of which he is a 
resident or, if he is a resident of neither Contracting State, of which 
he is a national. Thus, a resident of Canada must present to the Min- 
ister of National Revenue (or his authorized representative) any 
claim that such resident is being subjected to taxation contrary to 
the Convention. A person who requests assistance from the compe- 
tent authority may also avail himself of any remedies available 
under domestic laws. 


2. The competent authority of the Contracting State 
to which the case has been presented shall endeavor, 
if the objection appears to it to be justified and if it is 
not itself able to arrive at a satisfactory solution, to 
resolve the case by mutual agreement with the com- 
petent authority of the other Contracting State, with 
a view to the avoidance of taxation which is not in 
accordance with the Convention. Except where the 
provisions of Article [IX (Related Persons) apply, any 
agreement reached shall be implemented notwith- 
standing any time or other procedural limitations in 
the domestic law of the Contracting States, provided 
that the competent authority of the other Contracting 
State has received notification that such a case exists 
within six years from the end of the taxable year to 
which the case relates. 


Technical Explanation [1984]: 


Paragraph 2 provides that the competent authority of the Con- 
tracting State to which the case is presented shall endeavor to re- 
solve the case by mutual agreement with the competent authority of 
the other Contracting State, unless he believes that the objection is 
not justified or he is able to arrive at a satisfactory unilateral solu- 
tion. Any agreement reached between the competent authorities of 
Canada and the United States shall be implemented notwithstanding 
any time or other procedural limitations in the domestic laws of the 
Contracting States, except where the special mutual agreement pro- 
visions of Article IX (Related Persons) apply, provided that the 
competent authority of the Contracting State asked to waive its do- 
mestic time or procedural limitations has received written notifica- 
tion that such a case exists within six years from the end of the taxa- 
ble year in the first-mentioned State to which the case relates. The 
notification may be given by the competent authority of the first- 
mentioned State, the taxpayer who has requested the competent au- 
thority to take action, or a person related to the taxpayer. Unlike 
Article IX, Article XX VI does not require the competent authority 
of a Contracting State to grant unilateral relief to avoid double taxa- 
tion in a case where timely notification is not given to the compe- 
tent authority of the other Contracting State. Such unilateral relief 
may, however, be granted by the competent authority in its discre- 
tion pursuant to the provisions of Article XXVI and in order to 
achieve the purposes of the Convention. In a case where the provi- 
sions of Article [X apply, the provisions of paragraphs 3, 4, and 5 of 
that Article are controlling with respect to adjustments and corre- 
sponding adjustments of income, loss, or tax and the effect of the 
Convention upon time or procedural limitations of domestic law. 
Thus, if relief is not available under Article LX because of fraud, the 
provisions of paragraph 2 or Article XX VI do not independently au- 
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thorize such relief. 


3. The competent authorities of the Contracting 
States shall endeavor to resolve by mutual agreement 
any difficulties or doubts arising as to the interpreta- 
tion or application of the Convention. In particular, 
the competent authorities of the Contracting States 
may agree: 

(a) to the same attribution of profits to a resident 

of a Contracting State and its permanent. estab- 

lishment situated in the other Contracting State; 


(b) to the same allocation of income, deductions, 
credits or allowances between persons; 


(c) to the same determination of the source, and 
the same characterization, of particular items of 
income; 

(d) to a common meaning of any term used in the 
Convention; 


(e) to the elimination of double taxation with re- 
spect to income distributed by an estate or trust; 


(f) to the elimination of double taxation with re- 
spect to a partnership; 


(g) to provide relief from double taxation result- 
ing from the application of the estate tax imposed 
by the United States or the Canadian tax as a re- 
sult of a distribution or disposition of property by 
a trust that is a qualified domestic trust within the 
meaning of section 2056A of the Internal Reve- 
nue Code, or is described in subsection 70(6) of 
the Income Tax Act or is treated as such under 
paragraph 5 of Article XXIX B (Taxes Imposed 
by Reason of Death), in cases where no relief is 
otherwise available; or 


(h) to increases in any dollar amounts referred to 
in the Convention to reflect monetary or eco- 
nomic developments. 


They may also consult together for the elimination of 
double taxation in cases not provided for in the 
Convention. 


Related Provisions: Art. II:2(b)(iv) — Application to U.S. estate 
taxes. 


History: Subpara. 3(g) renumbered as 3(h) and subpara. (g) added 
by 1995 Protocol, article 14(1), generally effective for taxation 
years beginning on or after January 1,,1997 (see Art. 21(2) under 
“Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 14 of the Protocol makes two changes to Article XX VI (Mu- 
tual Agreement Procedure) of the Convention. First, it adds a new 
subparagraph 3(g) specifically authorizing the competent authorities 
to provide relief from double taxation in certain cases involving the 
distribution or disposition of property by a U.S. qualified domestic 
trust or a Canadian spousal trust, where relief is not otherwise 
available. 


Technical Explanation [1984]: 


Paragraph 3 provides that the competent authorities of the Con- 
tracting States shall endeavor to resolve by mutual agreement any 
difficulties or doubts arising as to the interpretation or application of 
the Convention. In particular, the competent authorities may agree 
to the same attribution of profits to a resident of a Contracting State 
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and its permanent establishment in the other Contracting State; the 
same allocation of income, deductions, credits, or allowances be- 
tween persons; the same determination of the source of income; the 
same characterization of particular items of income; a common 
meaning of any term used in the Convention; rules, guidelines, or 
procedures for the elimination of double taxation with respect to in- 
come distributed by an estate or trust, or with respect to a partner- 
ship; or to increase any dollar amounts referred to in the Convention 
to reflect monetary or economic developments. The competent au- 
thorities may also consult and reach agreements on rules, guide- 
lines, or procedures for the elimination of double taxation in cases 
not provided for in the Convention. 


The list of subjects of potential mutual agreement in paragraph 3 is 
not exhaustive; it merely illustrates the principles set forth in the 
paragraph. As in the case of other U.S. tax conventions, agreement 
can be arrived at in the context of determining the tax liability of a 
specific person or in establishing rules, guidelines, and procedures 
that will apply generally under the Convention to resolve issues for 
classes of taxpayers. It is contemplated that paragraph 3 could be 
utilized by the competent authorities, for example, to resolve con- 
flicts between the domestic laws of Canada and the United States 
with respect to the allocation and apportionment of deductions. 


4. Each of the Contracting States will endeavor to 
collect on behalf of the other Contracting State such 
amounts as may be necessary to ensure that relief 
granted by the Convention from taxation imposed by 
that other State does not enure to the benefit of per- 
sons not entitled thereto. However, nothing in this 
paragraph shall be construed as imposing on either 
of the Contracting States the obligation to carry out 
administrative measures of a different nature from 
those used in the collection of its own tax or which 
would be contrary to its public policy (ordre public). 


Technical Explanation [1984]: 


Paragraph 4 provides that each Contracting State will endeavor to 
collect on behalf of the other State such amounts as may be neces- 
sary to ensure that relief granted by the Convention from taxation 
imposed by the other State does not enure to the benefit of persons 
not entitled to such relief. Paragraph 4 does not oblige either Con- 
tracting State to carry out administrative measures of a different na- 
ture from those that would be used by Canada or the United States 
in the collection of its own tax or which would be contrary. to its 
public. policy. 


5. The competent authorities of the Contracting 
States may communicate with each other directly for 
the purpose of reaching an agreement in the sense of 
the preceding paragraphs. 

Technical Explanation [1984]: 

Paragraph 5 confirms that the competent authorities of Canada and 
the United States may communicate with each other directly for the 


purpose of reaching agreement in the sense of paragraphs | through 
4. 


6. If any difficulty or doubt arising as to the interpre- 
tation or application of the Convention cannot be re- 
solved by the competent authorities pursuant to the 
preceding paragraphs of this Article, the case may, if 
both competent authorities and the taxpayer agree, 
be submitted for arbitration, provided that the tax- 
payer agrees in writing to be bound by the decision 
of the arbitration board. The decision of the arbitra- 
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tion board in a particular case shall be binding on 
both States with respect to that case. The procedures 
shall be established in an exchange of notes between 
the Contracting States. The provisions of this para- 
graph shall have effect after the Contracting States 
have so agreed through the exchange of notes. 


History: Para. 6 added by 1995 Protocol, article 14(2), generally 
effective for taxation years beginning on or after January 1, 1996 
(see article 21(2) reproduced under “Application of,the Provisions 
of the Protocol” aboye). 


Technical Explanation [1995 Protocol]: 


Article 14 also adds a new paragraph 6 to Article XXVI (Mutual 
Agreement Procedure). Paragraph 6 provides for a voluntary arbi- 
tration procedure, to be implemented only upon the exchange of 
diplomatic notes between the United States and Canada. Similar 
provisions are found in the recent U.S. treaties with the Federal Re- 
public of Germany, the Netherlands, and Mexico. Paragraph 6 pro- 
vides that where the competent authorities have been unable, pursu- 
ant to the other provisions of Article XXVI, to resolve a 
disagreement regarding the interpretation or application of the Con- 
vention, the disagreement may, with the consent of the taxpayer and 
both competent authorities, be submitted for arbitration, provided 
the taxpayer agrees in writing to be bound by the decision of the 
arbitration board. Nothing in the provision requires that any case be 
submitted for arbitration. However, if a case is submitted to an arbi- 
tration board, the board’s decision in that case will be binding on 
both Contracting States and on the taxpayer with respect to that 
case. 


The United States was reluctant to implement an arbitration proce- 
dure until there has been an opportunity to evaluate the process in 
practice under other agreements that allow for arbitration, particu- 
larly the U.S.-Germany Convention. It was agreed, therefore, as 
specified in paragraph 6, that the provisions of the Convention call- 
ing for an arbitration procedure will not take effect until the two 
Contracting States have agreed through an exchange of diplomatic 
notes to do so. This is similar to the approach taken with the Nether- 
lands and Mexico. Paragraph 6 also provides that the procedures to 
be followed in applying arbitration will be agreed through an ex- 
change of notes by the Contracting States. It is expected that such 
procedures will ensure that arbitration will not generally be availa- 
ble where matters of either State’s tax policy or domestic law are 
involved. 


Paragraph 2 of Article 20 of the Protocol provides that the appropri- 
ate authorities of the Contracting State will consult after three years 
following entry into force of the Protocol to determine whether the 
diplomatic notes implementing the arbitration procedure should be 
exchanged. 

Related Provisions: ITA 115.1 — Competent authority 
agreements. 

Information Circulars: 71-17R4: Requests for competent author- 
ity consideration under mutual agreement procedures in income tax 
conventions, 


Article XXVI A — Assistance in 
Collection 


1. The Contracting States undertake to lend assis- 
tance to each other in the collection of taxes referred 
to in paragraph 9, together with interest, costs, addi- 
tions to such taxes and civil penalties, referred to in 
this Article as a “revenue claim”. 


Technical Explanation [1995 Protocol]: 


Article 15 of the Protocol adds to the Convention a new Article 
XXVI A (Assistance in Collection). Collection assistance provi- 
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sions are included in several other U.S. income tax treaties, includ- 
ing the recent treaty with the Netherlands, and in many U.S. estate 
tax treaties. U.S. negotiators initially raised with Canada the possi- 
bility of including collection assistance provisions in the Protocol, 
because the Internal Revenue Service has claims pending against 
persons in Canada that would be subject to collection under these 
provisions. However, the ultimate decision of the U.S. and Cana- 
dian negotiators to add the collection assistance article was attribu- 
table to the confluence of several unusual factors. 


Of critical importance was the similarity between the laws of the 
United States and Canada. The Internal Revenue Service, the Justice 
Department, and other U.S. negotiators were reassured by the close 
similarity of the legal and procedural protections afforded by the 
Contracting States to their citizens and residents and by the fact that 
these protections apply to the tax collection procedures used by 
each State. In addition, the U.S. negotiators were confident, given 
their extensive experience in working with their Canadian counter- 
parts, that the agreed procedures could be administered appropri- 
ately, effectively, and efficiently. Finally, given the close coopera- 
tion already developed between the United States and Canada in the 
exchange of tax information, the U.S. and Canadian negotiators 
concluded that the potential benefits to both countries of obtaining 
such assistance would be immediate and substantial and would far 
outweigh any cost involved. 


Under paragraph | of Article XXVI A, each Contracting State 
agrees, subject to the exercise of its discretion and to the conditions 
explicitly provided later in the Article, to lend assistance and sup- 
port to the other in the collection of revenue claims. The term “reve- 
nue claim” is defined in paragraph | to include all taxes referred to 
in paragraph 9 of the Article, as well as interest, costs, additions to 
such taxes, and civil penalties. Paragraph 9 provides that, notwith- 
standing the provisions of Article II (Taxes Covered) of the Con- 
vention, Article XX VI A shall apply to all categories of taxes col- 
lected by or on behalf of the Government of a Contracting State. 


2. An application for assistance in the collection of a 
revenue claim shall include a certification by the 
competent authority of the applicant State that, under 
the laws of that State, the revenue claim has been 
finally determined. For the purposes of this Article, a 
revenue claim is finally determined when the appli- 
cant State has the right under its internal law to col- 
lect the revenue claim and all administrative and ju- 
dicial rights of the taxpayer to restrain collection in 
the applicant State have lapsed or been exhausted. 


Technical Explanation [1995 Protocol]: 


Paragraph 2 of the Article requires the Contracting State applying 
for collection assistance (the “applicant State”) to certify that the 
revenue claim for which collection assistance is sought has been “‘fi- 
nally determined.” A revenue claim has been finally determined 
when the applicant State has the right under its internal law to col- 
lect the revenue claim and all administrative and judicial rights of 
the taxpayer to restrain collection in the applicant State have lapsed 
or been exhausted. 


3. A revenue claim of the applicant State that has 
been finally determined may be accepted for collec- 
tion by the competent authority of the requested 
State and, subject to the provisions of paragraph 7, if 
accepted shall be collected by the requested State as 
though such revenue claim were the requested 
State’s own revenue claim finally determined in ac- 
cordance with the laws applicable to the collection of 
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the requested State’s own taxes. 

Technical Explanation [1995 Protocol]: 

Paragraph 3 of the Article clarifies that the Contracting State from 
which assistance was requested (the “requested State”) has discre- 
tion as to whether to accept a particular application for collection 
assistance. However, if the application for assistance is accepted, 
paragraph 3 requires that the requested State grant assistance under 
its existing procedures as though the claim were the requested 
State’s own revenue claim finally determined under the laws of that 
State. This obligation under paragraph 3 is limited by paragraph.7 
of the Article, which provides that, although generally treated as a 
revenue claim of the requested State, a claim for which collection 
assistance is granted shall not have any priority accorded to the rev- 
enue claims of the requested State. 


4, Where an application for collection of a revenue 
claim in respect of a taxpayer is accepted 


(a) by the United States, the revenue claim shall 
be treated by the United States as an assessment 
under United States laws against the taxpayer as 
of the time the application is received; and 


(b) by Canada, the revenue claim shall be treated 
by Canada as an amount payable under the Jn- 
come Tax Act, the collection of which is not sub- 
ject to any restriction. 


Technical Explanation [1995 Protocol]: 


Paragraph 4 of Article XXVI A provides that, when the United 
States accepts a request for assistance in collection, the claim will 
be treated by the United States as an assessment as of the time the 
application was received. Similarly, when Canada accepts a request, 
a revenue claim shall be treated as an amount payable under the 
Income Tax Act, the collection of which is not subject to any 
restriction. 


5. Nothing 1n this Article shall be construed as creat- 
ing or providing any rights of administrative or judi- 
cial review of the applicant State’s finally deter- 
mined revenue claim by the requested State, based 
on any such rights that may be available under the 
laws of either Contracting State. If, at any time pend- 
ing execution of a request for assistance under this 
Article, the applicant State loses the right under its 
internal law to collect the revenue claim, the compe- 
tent authority of the applicant State shall promptly 
withdraw the request for assistance in collection. 


Technical Explanation [1995 Protocol]: 


Paragraph 5 of the Article provides that nothing in Article XXVI A 
shall be construed as creating in the requested State any rights of 
administrative or judicial review of the applicant State’s finally de- 
termined revenue claim. Thus, when an application for collection 
assistance has been accepted, the substantive validity of the appli- 
cant State’s revenue claim cannot be challenged in an action in the 
requested State. Paragraph 5 furthers provides, however, that if the 
applicant State’s revenue claim ceases to be finally determined, the 
applicant State is obligated to withdraw promptly any request that 
had been based on. that claim. 


6. Subject to this paragraph, amounts collected by 
the requested State pursuant to this Article shall be 
forwarded to the competent authority of the appli- 
cant State. Unless the competent authorities of the 
Contracting States otherwise agree, the ordinary 
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costs incurred in providing collection assistance shall 
be borne by the requested State and any extraordi- 
nary costs so incurred shall be borne by the applicant 
State. 

Technica! Explanation [1995 Protocol]: 


Paragraph 6 provides that, as a general rule, the requested State is to 
forward the entire amount collected to the competent authority. of 
the applicant State. The ordinary costs incurred in providing collec- 
tion assistance will normally be borne by the requested State and 
only extraordinary costs will be borne by the applicant State. The 
application of this paragraph, including rules specifying which col- 
lection costs are to be borne by each State and the time and manner 
of payment of the amounts collected, will be agreed upon by the 
competent authorities, as provided for in paragraph 11. 


7. A revenue claim of an applicant State accepted for 
collection shall not have in the requested State any 
priority accorded to the revenue claims of the re- 
quested State. 


8. No assistance shall be provided under this Article 
for a revenue claim in respect of a taxpayer to the 
extent that the taxpayer can demonstrate that 


(a) where the taxpayer is an individual, the reve- 
nue claim relates to a taxable period in which the 
taxpayer was a citizen of the requested State, and 


(b) where the taxpayer is an entity that is a com- 
pany, estate or trust, the revenue claim relates to 
a taxable period in which the taxpayer derived its 
status as such an entity from the laws in force in 
the requested State. 
Technical Explanation [1995 Protocol]: 
Paragraph 8 provides that no assistance is to be given under this 
Article for a claim in respect of an individual taxpayer, to the extent 
that the taxpayer can demonstrate that he was a citizen of the re- 
quested State during the taxable period to which the revenue claim 
relates. Similarly, in the case of a company, estate, or trust, no assis- 
tance is to be given to the extent that the entity can demonstrate that 
it derived its status as: such under the laws in force in the requested 
State during the taxable period to which the claim relates. 


9, Notwithstanding the provisions of Article I 
(Taxes Covered), the provisions of this Article shall 
apply to all categories of taxes collected by or on be- 
half of the Government of a Contracting State. 


10. Nothing in this Article shall be construed as: 


(a) limiting the assistance provided for in para- 
graph 4 of Article XXVI (Mutual Agreement 
Procedure); or 


(b) imposing on either Contracting State the obli- 
gation to carry out administrative measures of a 
different nature from those used in the collection 
of its own taxes or that would be contrary to its 
public policy (ordre public). 

Technical Explanation [1995 Protocol]: 

Subparagraph (a) of paragraph 10 clarifies that Article XXVI A 

supplements the provisions of paragraph 4 of Article XXVI (Mutual 


Agreement Procedure). The Mutual Agreement Procedure para- 
graph, which is more-common in U.S. tax treaties, provides for col- 
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lection assistance in cases in which a Contracting State seeks assis- 


tance in reclaiming treaty benefits that have been granted to a 


person that is not entitled to those benefits. Subparagraph (b) of par- 
agraph 10 makes clear that nothing in Article XXVI A can require a 
Contracting State to carry out administrative measures of a different 
nature from those used in the collection of its own taxes, or that 
would be contrary to its public policy (ordre public). 


11. The competent authorities of the Contracting 
States shall agree upon the mode of application of 
this Article, including agreement to ensure compara- 
ble levels of assistance to each of the Contracting 
States. 


Technical Explanation [1995 Protocol]: 


Paragraph 11 requires the competent authorities to agree upon the 
mode of application of Article XX VI A, including agreement to en- 
sure comparable levels of assistance to each of the Contracting 
States. 


Paragraph 3 of Article 21 of the Protocol allows collection assis- 
tance under Article XXVI A to be sought for revenue claims that 
have been finally determined at any time within the 10 years pre- 
ceding the date on which the Protocol enters into force. 


History [Art. XXVI A]: Art. XXVI A added by 1995 Protocol, 
article 15, effective for revenue claims finally determined after No- 
vember 9, 1985 (see Art. 21(3) under “Application of the 1995 Pro- 
tocol” above). 


Article XXVIIl — Exchange of Information 


1. The competent authorities of the Contracting 
States shall exchange such information as is relevant 
for carrying out the provisions of this Convention or 
of the domestic laws of the Contracting States con- 
cerning taxes to which the Convention applies inso- 
far as the taxation thereunder is not contrary to the 
Convention. The exchange of information is not re- 
stricted by Article I (Personal Scope). Any informa- 
tion received by a Contracting State shall be treated 
as secret in the same manner as information obtained 
under the taxation laws of that State and shall be dis- 
closed only to persons or authorities (including 
courts and administrative bodies) involved in the as- 
sessment or collection of, the administration and en- 
forcement in respect of, or the determination of ap- 
peals in relation to the taxes to which the Convention 
applies or, notwithstanding paragraph 4, in relation 
to taxes imposed by a political subdivision or local 
authority of a Contracting State that are substantially 
similar to the taxes covered by the Convention under 
Article Il (Taxes Covered). Such persons or authori- 
ties shall use the information only for such purposes. 
They may disclose the information in public court 
proceedings or in judicial decisions. The competent 
authorities may release to an arbitration board estab- 
lished pursuant to paragraph 6 of Article XX VI (Mu- 
tual Agreement Procedure) such information as is 
necessary for carrying out the arbitration procedure; 
the members of the arbitration board shall be subject 
to the limitations on disclosure described in this 
Article. 


Related Provisions: Reg. 203 — Information return where per- 


2635 


2. TEV - 


Cements 1:4? aie encanto: Pasastadi, ") vst awit: 16 “meena 
Tea Jo Ant COVE “The fireecchance +. woe Chama 


Sane Sa ee ee ee 
aay AT a, < ProwmOD: oF Te the 
temesiad “dees. 0" Th: o Waites ever TT me Sees 


sae, Weintne tie Linea Suites eer Canud: Wes Tits a 2 siistar 


as “eather than to Tre taxes. [oewered by tee Dorvenw~ 


Thee Sretsoo, Surtae: sanrends pareaph | do aew . Comics 
Migictess Mats, Sorevmecs. oT iecal authoraiss i421: relate~ tou ta. 
Semese’7h that setae Sprowracs cor heca) cautery, thas <sebsear- 
[Se seemalaats natiene sieve} tar covered amides Arucic U (Tax. 


Oeeezed 4Howeve: tr cnrowsion des one: authoruce.v Donmucume | 


WBitcctertegmestantormanenonenal) oe! e-slat: prevence ey deca. 
—watnon, Eke Snetace) ais. amen. paragraph 4 autieerze tee 
SDORIRSTEN  ANEMNOTES Slo Telesko INTOTMANOD fue) attra pam 
na cma) hsssctabiehed mgs; Tn provsion 0! Rew Panwa be 
Frese ENV tad! Sepreemen Precetors) Yony iformartrer 
hiahihoemmsipsniemmenithiahibebnea ‘er boca! authori: or tar athateation 


Berapzram | saaithertzes 2h: cempeten .autherms. ao-exchamse te 
TERTOEMIAMO CRECSSEAT) TOT Car Vine wl Ts oprewsse @F me oe 
“SD 0) Bho ememu Jaw, 0! Canaan and di lunmited Sists—con- 
SSD, Zak. ceversd oy Qh: Lonvenuon, 2nsalsr as ter taxawon 


URGE esc demss. 1s 458) _comrarn ® tee Convenon Tae © 


avon Whummedamerr tne taxon iaws ofthe Sua: Such miqmmation 
sand) te: zhisctesed wonty go 7Rersens (OT antbormes nema coer 
JC ae Strany swede. mVveived T The assessment o cilbeceer 


Teta miermaner received from Cana when GAO s engaged 
of the aatmmstanen ef US esx laws pursuant ip a dec- 
aa eeepaeye t 


mC 


Sate shall endceaver w obwun the imformanon le 
winch (he Gegucsi scigies an ihe Same way as if ats 
OW) WIAMROR WES EDV@ived NetwtRstandme the fact 
a a lec al 


m=s). te the same ovterm such depositions and doce- 
TEMS can ne ohtamed amder the lews and adhminis- 
Wain prachcss of rae ee re se 
WIT TARES. 

aol adenetingadtantinemenstciedelipatatinadiatemmednmanéainaiaate 
te SVE the offer Commucrne Seuc shall endeavor, pursuant 40 
Tereemape 2 om. omar tke micmmanon te which the megues: rebees 
w tk ie Teme ef @ own wxanen wee wvoelved. marwek- 
-Sumadime Gr fact tha! «uch Scr dees net need the mignon ip 


| SEen, TRE Sey auton) nyqesicc & ena monn 


sialcudcaewi & pita Me wiermnaen uw the paTticuls am 
quest suck a Gepesiners of witessss uni copees Oo. sme 
orema! decumens.. > the sume oven! such denesmons and Gace 
[ETS can te obaumed umd te lov < or ac MA mutive peuctices of 
tat Seite with weseect > iS owr uss 


ae 


w 
~ 


3. in no case shall the provisions of paragraphs ? and 
bide construed <7 2s To Impose on = Comracting 


Sha ara the ‘ee Contracting Sta inna 


f=» sappy maammznon wdich 3s not qbuseale 
under the lows or mm ahe normal course of the ad- 
Tunas ai that a af dhe ar 
Sai. .ar 


Art. XXEX — Miscellaneous: Rules 


tion the disclosure of:which would be: contrary to: 


public policy (ordre public). 
Technical Explanation [1984]: 


Paragraph 3 provides that the provisions of paragraphs 1 and 2 do 


not impose ‘on Canada or the United States the obligation to carry’ 


out administrative measures at variance with'the laws and adminis- 
trative practice of either State; to supply information which is not 
obtainable under the laws or in the normal course-of the administra- 
tion of either State; or to supply information which would disclosé 
any trade, business, industrial, commercial, or professional secret or 


trade process, or information the disclosure of which would be con-~ 


trary to public policy. Thus, Article XX VII allows, but does not ob- 
ligate, the United States and Canada to obtain and provide informa- 
tion.that, would not be ayailable..to the. requesting.State. under, its 
laws or administrative practice or that, in different circumstances 
would not be available to the State,requested to provide the infor- 
mation. Further, Article XX VII allows a Contracting State to obtain 
information for the other Contracting State even if there is no’ tax 
liability in the State requested to obtain-the information. Thus, the 
United States will continue to be able to give Canada,tax informa- 
tion even if there is no U.S. tax liability at issue. 


4. For the purposes of this Article, the Convention 


shall apply, notwithstanding the provisions of Article” 


If (Taxes Covered): | 


(a) to, all taxes, imposed by a Contracting State; 
and ) ots 


(b) to other taxes to which any other provision of 


the Convention applies, but only to the extent that, 


the information is relevant for the purposes of the 
application of that provision. 


History: Para. 4 amended by 1995 Protocol, article 16(2), generally 
effective with respect to taxable years begining on or after January 
1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 4 formerly read: 


4. Notwithstanding ‘the provisions of Article If (Taxes Cov- 
ered); for the purposes’ ofthis: Article the Convention ‘shall 


apply: 
(a) in the case of Canada, to, all taxes imposed by the | 
Government of Canada on estates and gifts and under the 
Income Tax. Act; and 


(b) in’ the case of the United States, to all taxes imposed 
under the: Internal Revenue. Code. 


Technical Explanation [1995 Protocol]: 


Paragraph 2' of Article 16 amends paragraph 4 of Article XX VU, 
which describes the applicable taxes for the purposes of this Article. 
Under the present Convention, the Article applies in Canada to 
taxes imposed by the Government of Canada under the Income Tax 
Act and on éestatés and gifts’ and in the United States to all taxes 
imposed under the Internal Revenue Code. The Protocol broadens 
the, scope ofthe Article to apply to “all taxes imposed by a Con- 
tracting State”. This change allows information to be exchanged, for 
example, with respect to Canadian excise taxes, ‘as is the case, with 
respectsto. U.S. excise. taxes under the present. Convention., Para- 
graph 4 is also amended to authorize the exchange. of information 
with respect to other taxes, to the extent relevant to any, other provi- 
sion of the Convention. 


Technical Explanation [1984]: 


Paragraph 4 provides that, for the purposes of Article XXVIL, the 


Convention applies, in the case of Canada, to all taxes imposed by 
the Government of Canada on estates and gifts and under the Jn- 
come Tax Act‘and, in the case of the United States, to all:taxes 1m- 
posed under the /nternal Revenue Code. Article XX VII does not ap- 
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ply to taxes imposed by political subdivisions or local authorities of 
the Contracting States. Paragraph 4 is designed to ensure that infor- 


mation exchange will extend to most national level taxes on both 


sides, and specifically to information gathered for purposes of Can- 


ada’s taxes on estates and gifts (not effective for deaths or gifts after 


1971), This provision is intended to mesh with paragraph 8,of Arti- 


cle XXX (Entry, Into Force), which terminates the existing estate tax 


“convention between the United States and Canada. 


Article XXVIIIl — Diplomatic Agents and 
| ~~ Consular Officers 


Nothing in this Convention shall affect the fiscal 


privileges of diplomatic agents or consular officers 
under the general rules of international law or under 
the provisions of special agreements. 


- Related Provisions: Art. XIX — Government service. 


Technical Explanation [1984]: 


Article XXVIII states that nothing in the Convention affects the fis- 
cal privileges of diplomatic agents or consular officers under the 


general rules of intertiational law or under the provisions of special 


agreements. However, various provisions of the Convention could 
apply to’such persons, such’as those concerning exchange of infor- 
mation, mutual.agreement; and non-discrimination. 


“Article XXIX — Miscellaneous Rules 


1. The provisions of this Convention ‘shall not re- 
strict in any manner any exclusion, exemption, de- 


duction, credit or other allowance now or hereafter 


accorded by the laws of a Contracting State in the 
determination of the tax imposed by that State. 


Technical Explanation [1984]: 


Paragraph 1 states that the provisions of the Convention do not re- 
strict in any manner any exclusion, exemption, deduction, credit, or 
other allowance accorded by. the laws of a Contracting State im the 
determination of the tax imposed by that State. Thus, ifa deduction. 
would be allowed: for an item in computing the taxable income of a: 
Canadian resident under. the Code, such deduction is available to 
such person in computing taxable income under the Convention. 
Paragraph 1 does not, however,,authorize a taxpayer to make incon- 
sistent choices between rules of the Code and rules of the Conven- 
tion. For example, if a resident of Canada desires to claim the bene- 
fits of the “attributable to” rule.of paragraphs .1 and 7 of Article VII 
(Business Profits) with respect to the taxation of business profits of 
a permanent establishment, such person must use the “attributable 
to” concept consistently for all items of income and deductions and 
may not rely upon the “effectively connected” rules of the Code. to 
avoid U.S. tax on other items of attributable income. In no event are 
the rules of the Convention to increase overall U.S. tax liability 
from what liability would be if there were no convention. 


2..Except as provided in paragraph 3, nothing in the 
Convention shall be construed as preventing a Con- 
tracting State from taxing its residents (as deter- 
mined under Article TV (Residence)) and, in the case 
of the United States, its citizens (including a former 
citizen whose loss of citizenship had as one of its 
principal purposes the avoidance of tax, but only for 
a period of ten years following such loss) and com- 
panies electing to be treated as domestic corpora- 
tions, as if there were no convention between the 


‘United States and Canada with respect to taxes on 
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income and on capital. 

History: Para. 2 amended by 1983 Protocol, article XIII, para. 1. 
Technical Explanation [1984]: 

Paragraph 2 provides a “saving clause” pursuant to which Canada 
and the United States may each tax its residents, as determined 
under Article [V (Residence), and the United States may tax its citi- 
zens (including any former citizen whose loss of citizenship had as 
one of its principal purposes the avoidance of tax, but only for a 
period of 10 years following such loss) and companies electing 
under Code section 1504(d) to be treated as domestic corporations, 
as if there were no convention between the United States and Can- 
ada with respect to taxes on income and capital. 


3. The provisions of paragraph 2 shall not affect the 
obligations undertaken by a Contracting State: 


(a) under paragraphs 3 and 4 of Article IX (Re- 
lated Persons), paragraphs 6 and 7 of Article XIII 
(Gains), paragraphs 1, 3, 4, 5, 6(b) and 7 of Arti- 
cle XVIII (Pensions and Annuities), paragraph 5 
of Article XXIX (Miscellaneous. Rules), 
paragraphs 1, 5 and 6 of Article XXIX B (Taxes 
Imposed by Reason of Death), paragraphs 2, 3 4 
and 7 of Article XXIX B (Taxes Imposed by 
Reason of Death) as applied to the estates of per- 
sons other than former citizens referred to in par- 
agraph 2 of this Article, paragraphs 3 and 5 of 
Article XXX (Entry into Force), and Articles 
XIX (Government Service), XXI (Exempt Orga- 
nizations), XXIV (Elimination of Double Taxa- 
tion), XXV (Non-Discrimination) and XXVI 
(Mutual Agreement Procedure); 


(b) under Article XX (Students), toward individu- 
als who are neither citizens of, nor have immi- 
grant status in, that State. 


History: Subpara. 3(a) amended by 1995 Protocol, article 17(1), 
generally effective with respect to taxable years begining on or after 
January 1, 1996 (see Art. 21(2) and (4) under “Application of the 
1995 Protocol” above). Subpara. 3(a) formerly read: 


(a) under paragraphs 3 and 4 of Article [IX (Related Persons), 
paragraphs 6 and 7 of Article XIII (Gains), paragraphs 1, 3, 4, 
5(b) and 6(b) of Article XVIII (Pensions and Annuities), 
paragraphs 5 and 7 of Article XXIX (Miscellaneous Rules), 
paragraphs 3 and 5 of Article XXX (Entry into Force), and 
Articles XIX (Government Service), XXI (Exempt Organiza- 
tions), XXIV (Elimination of Double Taxation), XXV (Non- 
Discrimination) and XXVI (Mutual Agreement Procedure); 
and 


Subpara. 3(a), as amended by 1983 Protocol, article XIII, para. 2, 
was replaced by 1984 Protocol, article I, para. 1. 


Technical Explanation [1995 Protocol]: 


Article 17 of the Protocol amends Article XXIX (Miscellaneous 
Rules) of the Convention. Paragraph | of Article 17 modifies para- 
graph 3(a), the exceptions to the saving clause, to conform the 
cross-references in the paragraph to changes in other parts of the 
Convention. The paragraph also adds to the exceptions to the saving 
clause certain provisions of Article XXIX B (Taxes Imposed by 
Reason of Death). Thus, certain benefits under that Article will be 
granted by a Contracting State to its residents and, in the case of the 
United States, to its citizens, notwithstanding the saving clause of 
paragraph 2 of Article XXIX. 


Technical Explanation [1984]: 
Paragraph 3 provides that, notwithstanding paragraph 2, the United 
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States and Canada must respect certain specified provisions of the 
Convention in regard to residents, citizens, and section 1504(d) 
companies. Paragraph 3(a) lists certain paragraphs and Articles of 
the Convention that represent exceptions to the “saving clause” in 
all situations; paragraph 3(b) provides a limited further exception 
for students who have not acquired immigrant status in the State 
where they are temporarily present. 


4. With respect to taxable years not barred by the 
statute of limitations ending on or before December 
31 of the year before the year in which the Social 
Security Agreement between Canada and the United 
States (signed in Ottawa on March 11, 1981) enters 
into force, income from personal services not subject 
to tax by the United States under this Convention or 
the 1942 Convention shall not be considered wages 
or net earnings from self-employment for purposes 
of social security taxes imposed under the /nternal 
Revenue Code. 


History: Para. 4 amended by 1983 Protocol, article XIII, para. 3. 
Technical Explanation [1984]: 


Paragraph 4 provides relief with respect to social security taxes im- 
posed on employers, employees, and self-employed persons under 
Code sections 1401, 3101, and 3111. Income from personal services 
not subject to tax by the United States under the provisions of this 
Convention or the 1942 Convention is not to be considered wages 
or net earnings from self-employment for purposes of the U.S. so- 
cial security taxes with respect to taxable years of the taxpayer not 
barred by the statute of limitations relating to refunds (under the 
Code) ending on or before December 31 of the year before the year 
in which the Social Security Agreement between Canada and the 
United States (signed in Ottawa on March 11, 1981) enters into 
force. Thus, if that agreement enters into force in 1986, a resident of 
Canada earning income from personal services and such person’s 
employer may apply for refunds of the employee’s and employer’s 
shares of U.S. social security tax paid attributable to the employee’s 
income from personal services that is exempt from U.S. tax by vir- 
tue of this Convention or the 1942 Convention. In this example, the 
refunds would be available for social security taxes paid with re- 
spect to taxable years not barred by the statute of limitations of the 
Code ending on or before December 31, 1985. For purposes of 
Code section 6611, the date of overpayment with respect to refunds 
of U.S. tax pursuant to paragraph 4 is the later of the date on which 
the Social Security Agreement between Canada and the United 
States enters into force and the date on which instruments of ratifi- 
cation of the Convention are exchanged. 


Under certain limited circumstances, an employee may, pursuant to 
paragraph 5 of Article XXX (Entry Into Force), claim an exemption 
from U.S. tax on wages under the 1942 Convention for one year 
after the Convention comes into force. The provisions of paragraph 
4 would not, however, provide an exemption from U.S. social se- 
curity taxes for such year. 


Paragraph 4 does not modify existing U.S. statutes concerning so- 
cial security benefits or funding. The Social Security Act requires 
the general funds of the Treasury to reimburse the social security 
trust funds on the basis of the records of wages and self-employ- 
ment income maintained by the Social Security Administration. The 
Convention does not alter those records. Thus, any refunds of tax 
made pursuant to paragraph 4 would not affect claims for U.S. 
quarters of coverage with respect to social security benefits. And 
such refunds would be charged to general revenue funds, not social 
security trust funds. 


5. Where a person who is a resident of Canada and a 
shareholder of a United States S corporation requests 
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the competent authority of Canada to do so, the com- 
petent authority may agree, subject to terms and con- 
ditions satisfactory to such competent authority, to 
apply the following rules for the purposes of taxation 
in Canada with respect to the period during which 
the agreement is effective: 


(a) the corporation shall be deemed to be a con- 
trolled foreign affiliate of the person; 


(b) all the income of the corporation shall be 
deemed to be foreign accrual property income; 


(c) for the purposes of subsection 20(11) of the 
Income Tax Act, the amount of the corporation’s 
income that is included in the person’s income 
shall be deemed not to be income from a prop- 
erty; and 


(d) each dividend paid to the person on a share of 
the capital stock of the corporation shall be ex- 


cluded from the person’s income and shall be de- 


ducted in computing the adjusted cost base to the 
person of the share. 


History: Para. 5 amended by 1995 Protocol, article 17(2), generally 
effective with respect to taxable years begining on or after January 
1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 5 formerly read: 


5. A beneficiary of a Canadian registered retirement savings 
plan may elect, under rules established by the competent au- 
thority of the United States, to defer United States. taxation 
with respect to any income accrued in the plan but not distrib- 
uted by the plan, until such time as a distribution is made 
from such plan, or any plan substituted therefor. The provi- 
sions of the preceding sentence shall not apply to income 
which is reasonably attributable to contributions made to the 
plan by the beneficiary while he was not a resident of 
Canada. 


Para. 5 amended by 1983 Protocol, article XIII, para. 4. 
Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 17 replaces paragraphs 5 through 7 of Article 
XXIX of the present Convention with three new paragraphs. (Para- 
graph 5 in the present Convention was moved to paragraph 7 of 
Article XVIII (Pensions and Annuities), and paragraphs 6 and 7 
were deleted as unnecessary.) New paragraph 5 provides a rule for 
the taxation by Canada of a Canadian resident that is a shareholder 
in a US. S corporation. The application of this rule is relatively lim- 
ited, because U.S. domestic law requires that S corporation share- 
holders be either U.S. citizens or U.S. residents. Therefore, the rule 
provided by paragraph 5 would apply only to an S corporation 
shareholder who is a resident of both the United States and Canada 
(i.e., a “dual resident” who meets certain requirements), determined 
before application of the “tie-breaker” rules of Article IV (Resi- 
dence), or a U.S. citizen resident in Canada. Since the shareholder 
would be subject to U.S. tax on its share of the income of the S 
corporation as it is earned by the S corporation and, under Canadian 
statutory law, would be subject to tax only when the income is dis- 
tributed, there could be a timing mismatch resulting in unrelieved 
double taxation. Under paragraph 5, the shareholder can make a re- 
quest to the Canadian competent authority for relief under the spe- 
cial rules of the paragraph. Under these rules, the Canadian share- 
holder will be subject to Canadian tax on essentially the same basis 
as he is subject to U.S. tax, thus eliminating the timing mismatch. 


Technical Explanation [1984]: 


Paragraph 5 provides a method to resolve conflicts between the Ca- 
nadian and U.S. treatment of individual retirement accounts. Certain 
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Canadian retirement plans which are qualified plans for Canadian 


tax purposes do not meet Code requirements for qualification, As a 
result, the earnings of such a plan are currently included in income, 
for U.S. tax purposes, rather than being deferred until actual distri- 
butions are made by the plan. Canada defers current taxes on the 
earnings of such a plan but imposes tax on actual distributions from 
the plan. Paragraph 5 is designed to avoid a mismatch of U.S. taxa- 
ble income and foreign tax credits attributable to the Canadian tax 
on such distributions. Under the paragraph a beneficiary of a Cana- 
dian registered retirement savings plan may elect to defer U.S. taxa- 
tion with respect to any income accrued in the plan but not distrib- 
uted by the plan, until such time as a distribution is made from the 
plan or any substitute plan. The election is to be made under rules 
established by the competent authority of the United States. The 
election is not available with respect to income accrued in the plan 
which is reasonably attributable to contributions made to the plan 
by the beneficiary while he was not a Canadian resident. 


6. For purposes of paragraph 3 of Article XXII (Con- 
sultation) of the General Agreement on Trade in Ser- 
vices, the Contracting States agree that: 


(a) a measure falls within the scope of the Con- 
vention only if: 


(i) the measure relates to a tax to which Arti- 
cle XXV (Non-Discrimination) of the Con- 
vention applies; or 


(ii) the measure relates to a tax to which Arti- 
cle XXV (Non-Discrimination) of the Con- 
vention does not apply and to which any other 
provision of the Convention applies, but only 
to the extent that the measure relates to a mat- 
ter dealt with in that other provision of the 
Convention; and 


(b) notwithstanding paragraph 3 of Article XXII 
(Consultation) of the General Agreement on 
Trade in Services, any doubt as to the interpreta- 
tion of subparagraph (a) will be resolved under 
paragraph 3 of Article XX VI (Mutual Agreement 
Procedure) of the Convention or any other proce- 
dure agreed to by both Contracting States. 


History: Para. 6 amended by 1995 Protocol, article 17(2), generally 
effective with respect to taxable years begining on or after January 
1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 6 formerly read: 


6. Notwithstanding any other provision of the Convention, 


(a) where profits, income or gains derived by a trust is to 
be treated for the purposes of the Convention as income 
of a resident of a Contracting State, and a principal pur- 
pose for the establishment, acquisition or maintenance of 
the trust was to obtain a benefit under the Convention or 
the 1942 Convention for persons who are not residents of 
that State, Articles VI (Income from Real Property) 
through XXIV (Elimination of Double Taxation) shall 
not apply in relation to the profits, income or gains of the 
trust; and 


(b) Articles VI (Income from Real Property) through 
XXIV (Elimination of Double Taxation) shall not apply 
to non-resident-owned investment corporations as de- 
fined under section 133 of the Income Tax Act of Canada, 
or under any similar provision enacted by Canada after 
the date of signature of the Protocol. 
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Para. 6 amended by 1983 Protocol, article XIT, para. 5. 
Technical Explanation [1995 Protocol]: 


The Protocol adds to Article XXIX a new paragraph 6, which pro- 
vides a coordination rule for the Convention and the General Agree- 
ment on Trade in Services (“GATS”). Paragraph 6(a) provides that, 
for purposes of paragraph 3 of Article XXII (Consultation) of the 
GATS, a measure falls within the scope of the Convention only if 
the measure relates to a tax (1) to: which Article XXV (Non-Dis- 
crimination) of the Convention applies, or (2) to which Article XX V 
does not apply and to which any other provision of the Convention 
applies, but only to the extent that the measure relates to a matter 
dealt with in that other provision. Under paragraph 6(b), notwith- 
standing paragraph 3 of Article XXII of the GATS, any doubt as to 
the interpretation of subparagraph (a) will be resolved under para- 
graph 3 of Article XXVI (Mutual Agreement Procedure) of the 
Convention or any other procedure agreed to by both Contracting 
States. 


GATS generally obliges its Members to provide national treatment 
and most-favored-nation treatment to services and service suppliers 
of other Members. A very broad exception from the national treat- 
ment obligation applies to direct taxes. An exception from the most- 
favored-nation obligation applies to a difference in treatment result- 
ing from an international agreement on the avoidance of double tax- 
ation (a “tax agreement”) or from provisions on the avoidance of 
double taxation in any other international agreement or arrangement 
by which the Member is bound. 


Article XXII(3) of GATS specifically provides that there will be no 
access to GATS procedures to settle a national treatment dispute 
concerning a measure that falls within the scope of a tax agreement. 
This provision preserves the exclusive application of nondiscrimina- 
tion obligations in the tax agreement and clarifies that the compe- 
tent authority mechanism provided by the tax agreement will apply, 
instead of GATS procedures, to resolve nondiscrimination disputes 
involving the taxation of services and service suppliers. 


In the event of a disagreement between Members as to whether a 
measure falls within the scope of a tax agreement that existed at the 
time of the entry into force of the Agreement establishing the World 
Trade Organization, Article XXII(2), footnote 11, of GATS reserves 
the resolution of the dispute to the Contracting States under the tax 
agreement. In such a case, the issue of the scope of a tax agreement 
may be resolved under GATS procedures (rather than tax treaty pro- 
cedures) only if both parties to the existing tax agreement consent. 
With respect to subsequent tax agreements, GATS provides that ei- 
ther Member may bring the jurisdictional matter before the Council 
for Trade In Services, which will refer the matter to arbitration for a 
decision that will be final and binding on the Members. 


Both Canada and the United States agree that a protocol to a con- 
vention that is grandfathered under Article XXII(2), footnote 11, of 
GATS is also grandfathered. Nevertheless, since the Protocol ex- 
tends the application of the Convention, and particularly the nondis- 
crimination article, to additional taxes (e.g., some non-income taxes 
imposed by Canada), the negotiators sought to remove any ambigu- 
ity and agreed to a provision that clarified the scope of the Conven- 
tion and the relationship between the Convention and GATS. 


The purpose of new paragraph 6(a) of the Convention is to provide 
the agreement of the Contracting States as to the measures consid- 
ered to fall within the scope of the Convention in applying Article 
XXII(3) of GATS between the Contracting States. The purpose of 
new paragraph 6(b) is to reserve the resolution of the issue of the 
scope of the Convention for purposes of Article XXII(3) of GATS 
to the competent authorities under the Convention rather than to set- 
tlement under GATS procedures. 


Technical Explanation [1984]: 


Paragraph 6 provides rules denying the benefits of the Convention 
in certain situations where both countries believed that granting 
benefits would be inappropriate. Paragraph 6(a) provides that Arti- 
cles VI (Income from Real Property) through XXIV (Elimination of 
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Double Taxation) shall not apply to profits, income or gains derived 
by a trust which is treated as the income of a resident of a Con- 
tracting State (see paragraph | of Article IV (Residence)), if a prin- 
cipal purpose of the establishment, acquisition or maintenance of 
the trust was to obtain a benefit under the Convention or the 1942 
Convention for persons who are not residents of that State. For ex- 
ample, the provision could be applied to a-case where a non-resident 
of the United States created a United States trust to. derive dividend 
income from Canada and a principal purpose of the establishment or 
maintenance of the trust was to obtain the reduced rate of Canadian 
tax under Article X (Dividends) for the non-resident. Paragraph 6(b) 
provides that Articles VI through XXIV shall not apply to Canadian 
non-resident Owned investment companies, as defined in section 
133 of the Income Tax Act, or under a similar provision that is sub- 
sequently enacted. This provision operates to deny the benefits of 
the Convention to a Canadian non-resident owned investment com- 
pany, and does not affect the grant of benefits to other persons. 
Thus, for example, a dividend paid by such a company to a share- 
holder who is a U.S. resident is subject to the reduced rates of tax 
provided by Article X: The denial of the benefits of Articles VI 
through XXIV in such cases applies notwithstanding any other pro- 
vision of the Convention, A Canadian non-resident owned invest- 
ment company may, however, be entitled to claim the benefits of 
the 1942 Convention for an additional one-year period, pursuant to 
paragraph 5 of Article XXX (Entry into Force). Where the provi- 
sions of this paragraph apply, the Contracting State in which the 
income arises may tax such income under its domestic: law. 


7. The appropriate authority of a Contracting State 
may request consultations with the appropriate au- 
thority of the other Contracting State to determine 
whether change to the Convention is appropriate to 
respond to changes in the law or policy of that other 
State. Where domestic legislation enacted by a Con- 
tracting State unilaterally removes or significantly 
limits any material benefit otherwise provided by the 
Convention, the appropriate authorities shall 
promptly consult for the purpose of considering an 
appropriate change to the Convention. 


History: Para. 7 amended by 1995 Protocol, article 17(2), generally 
effective with respect to taxable years begining on or after January 
1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 7 formerly read: 


7. One-half of the total amount of benefits under the social 
security legislation in Canada paid in a taxable year to a resi- 
dent of Canada who is a citizen of the United States shall be 
exempt from taxation in the United States. 


Para. 7 added by 1984 Protocol, article I, para. 2. 
Technical Explanation [1995 Protocol]: 


The Protocol also adds to Article XXIX a new paragraph 7, relating 
to certain changes in the law or treaty policy of either of the Con- 
tracting States. Paragraph 7 provides, first, that in response to a 
change in the law or policy of either State, the appropriate authority 
of either State may request consultations with its counterpart in the 
other State to determine whether a change in the Convention is ap- 
propriate. If a change in domestic legislation has unilaterally re- 
moved or significantly limited a material benefit provided by the 
Convention, the appropriate authorities are instructed by the para- 
graph to consult promptly to consider an appropriate amendment to 
the Convention. The “appropriate authorities” may be the Con- 
tracting States themselves or the competent authorities under the 
Convention. The consultations may be initiated by the authority of 
the Contracting State making the change in law or policy or by. the 
authority of the other State. Any change in the Convention recom- 
mended as a result of this process can be implemented only through 
the negotiation, signature, ratification, and entry into force of a new 
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protocol to the Convention. 
Technical Explanation [1984]: 


Paragraph 7 provides rules for the U.S. taxation of Canadian social 
security benefits paid to a resident of Canada who is a U.S. citizen. 
These rules are described in the discussion of paragraph 5 of Article 
XVIII (Pensions and Annuities). 


Article XXIX A — Limitation on Benefits 


1. For the purposes of the application of this Con- 
vention by the United States, 


(a) a qualifying person shall be entitled to all of 
the benefits of this Convention, and 


(b) except as provided in paragraphs 3, 4 and 6, a 
person that is not a qualifying person shall not be 
entitled to any benefits of the Convention. 


Technical Explanation [1995 Protocol]: 
In general 


Article 18 of the Protocol adds a new Article XXIX A ‘Limitation 
on Benefits) to the Convention. Article XXIX A addresses the prob- 
lem of “treaty shopping” by requiring, in most cases, that the person 
seeking U.S. treaty benefits not only be a Canadian resident but also 
satisfy other tests. Ina typical case of treaty shopping, a resident of 
a third State might establish an entity resident in Canada for the 
purpose of deriving income from the United States and claiming 
U.S. treaty benefits with respect to that income. Article XXIX A 
limits the benefits granted by the United States under the Conven- 
tion to those persons whose residence in Canada is not considered to 
have been motivated by the existence of the Convention. Absent Ar- 
ticle XXIX A, the entity would be entitled to U.S. benefits under the 
Convention as a resident of Canada, unless it were denied benefits 
as a result of limitations (e.g., business purpose, substance-over- 
form, step transaction, or conduit principles or other anti-avoidance 
rules) applicable to a particular transaction or arrangement. General 
anti-abuse provisions of this sort apply in conjunction with the Con- 
vention in both the United States and Canada. In the case of the 
United States, such anti-abuse provisions complement the explicit 
anti-treaty-shopping rules of Article XXIX A. While the anti-treaty- 
shopping rules determine whether a person has a sufficient nexus to 
Canada to be entitled to treaty benefits, general anti-abuse provi- 
sions determine whether a particular transaction should be recast in 
accordance with the substance of the transaction. 


The present Convention deals with treaty-shopping in a very limited 
manner, in paragraph 6 of Article XXIX, by denying benefits to Ca- 
nadian residents that benefit from specified provisions of Canadian 
law. The Protocol removes that paragraph 6 from Article XXIX, be- 
cause it is superseded by the more general provisions of Article 
XXIX A. 


The Article is not reciprocal, except for paragraph 7. Canada prefers 
to rely on general anti-avoidance rules to counter arrangements in- 
volving treaty-shopping through the United States. 


The structure of the Article is as follows: Paragraph 1 states that, in 
determining whether a resident of Canada is entitled to U.S. benefits 
under the Convention, a “qualifying person” is entitled to all of the 
benefits of the Convention, and other persons are not entitled to 
benefits, except where paragraphs 3, 4, or 6 provide otherwise. Par- 
agraph 2 lists a number of characteristics, any one of which will 
make a Canadian resident a qualifying person. These are essentially 
mechanical tests. Paragraph 3 provides an alternative rule, under 
which a Canadian resident that is not a qualifying person under par- 
agraph 2 may claim U.S. benefits with respect to those items of U.S. 
source income that are connected with the active conduct of a trade 
or business in Canada. Paragraph 4 provides a limited “derivative 
benefits” test for entitlement to benefits with respect to U.S. source 
dividends, interest, and royalties beneficially owned by a resident of 
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Canada that is not a qualifying person. Paragraph 5 defines certain 
terms used in the Article. Paragraph 6 requires the U.S. competent 
authority to grant benefits to a resident of Canada that does not 
qualify for benefits under any other provision of the Article, where 
the competent authority determines, on the basis of all factors, that 
benefits should be granted. Paragraph 7 clarifies the application of 
general anti-abuse provisions. 


2. For the purposes of this Article, a qualifying per- 
son is a resident of Canada that is: 


(a) a natural person; 


(b) the Government of Canada or a political sub- 
division or local authority thereof, or any agency 
or instrumentality of any such government, sub- 
division or authority; 


(c) a company or trust in whose principal class of 
shares or units there is substantial and regular 
trading on a recognized stock exchange; 


(d) a company more than 50 per cent of the vote 
and value of the shares (other than debt substitute 
shares) of which is owned, directly or indirectly, 
by five or fewer persons each of which is a com- 
pany or trust referred to in subparagraph (c), pro- 
vided that each company or trust in the chain of 
ownership is a qualifying person or a resident or 
citizen of the United States; 


(e) 
(i) a company 50 per cent or more of the vote 
and value of the shares (other than debt substi- 
tute shares) of which is not owned, directly or 
indirectly, by persons other than qualifying 
persons or residents or citizens of the United 
States, or 


(ii) a trust 50 per cent or more of the benefi- 
cial interest in which is not owned, directly or 
indirectly, by persons other than qualifying 
persons or residents or citizens of the United 
States, 


where the amount of the expenses deductible 
from gross income that are paid or payable by the 
company or trust, as the case may be, for its pre- 
ceding fiscal period (or, in the case of its first fis- 
cal period, that period) to persons that are not 
qualifying persons or residents or citizens of the 
United States is less than 50 per cent of its gross 
income for that period; 


(f) an estate; 


(g) a not-for-profit organization, provided that 
more than half of the beneficiaries, members or 
participants of the organization are qualifying 
persons or residents or citizens of the United 
States; or 

(h) an organization described in paragraph 2 of 
Article XXI (Exempt Organizations) and estab- 
lished for the purpose of providing benefits pri- 
marily to individuals who are qualifying persons, 
persons who were qualifying persons within the 
five preceding years, or residents or citizens of 
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the United States: 
Technical Explanation [1995 Protocol]: 
Individuals and governmental entities . 


Under paragraph 2, the first two categories of qualifying persons are 
(1) individual residents of Canada, and (2) the Government of Can- 
ada, a political subdivision or local authority ‘thereof, or an’agency 
or instrumentality of that Government, political subdivision, or local 


authority. It is considered unlikely: that persons. falling into, these’ 


two categories can be used,_as,the beneficial, owner of income, to 
derive treaty benefits on behalf of a third-country person. If a per- 
son is receiving income as a nominee on behalf of a third-country 
resident, benefits, will be denied with respect to.those items of, in- 
come under the articles of the Convention that grant the benefit, be- 
cause of the requirements in those articles that the beneficial owner 
of the income be a resident of a-Contracting State. 


Publicly traded entities 


Under subparagraph (c) of paragraph 2, a Canadian resident com- 
pany Or trust is a qualifying person if there is substantial and regular 
trading in the company’s principal. class of shares, or in the trust’s 
units, on a recognized stock exchange. The term “recognized stock 
exchange” is defined in paragraph 5(a) of the Article to mean, in the 
United States, the NASDAQ System-and any stock exchange regis- 
tered as a national securities exchange with the Securities and Ex- 
change Commission, and, in Canada, any, Canadian stock exchanges 
that are “prescribed. stock’ exchanges’:-under- the, Jncome Tax Act. 
These. are, at the time, of. signature,of the Protocol, the. Alberta, 
Montreal, Toronto, Vancouver, and Winnipeg Stock Exchanges. 
Additional exchanges may be added to the list of recognized ex- 
changes by exchange of notes between the Contracting States or by 
agreement between the competent authorities. 


Certain companies owned by, publicly traded.corporations also may 
be qualifying persons. Under subparagraph (d) of paragraph 2, a Ca- 
nadian resident company will bé a qualifying person, even if not 
publicly traded, if more than 50 percent ‘of the vote and value of its 
shares is owned (directly or indirectly) by five or fewer persons that 
would be qualifying persons under subparagraph (c). Insaddition, 
each company in the chain of ownership must be a qualifying per- 
son or a U.S. citizen or resident. Thus, for example, a Canadian 
company ‘that is not publicly traded but that is owned, one-third 
each, by three companies, two of which are’ Canadian resident cor- 
porations whose principal classes of shares’ are substantially and 
regularly traded on a recognized stock exchange, will qualify under 
subparagraph (d). 


The 50-percent test under subparagraph (d) applies only to shares 
other than “debt substitute shares.” The term, “debt substitute 
shares” is defined in paragraph 5 to’ mean shares defined in para- 
graph (e) of the definition in the Canadian. Income Tax ‘Act of “term 
preferred shares” (see section 248(1) of the Income Tax Act), which 
relates to certain shares received in debt-restructuring arrangements 
undertaken by reason of financial. difficulty. or insolvency. Para- 
graph 5 also provides that the competent authorities may agree to 
treat other types of shares as debt substitute ‘shares. 
Ownership/base erosion test 

Subparagraph (e) of paragraph 2 provides a two-part test under 
which certain other entities. may be qualifying persons, based) on 
ownership and,““base erosion.” Under the first of these tests, benefits 
will. be granted to a Canadian resident.company, if 50 percent or 
more of the vote and value of its shares (other than debt substitute 
shares), or to a Canadian resident trust if 50 percent or more of its 
beneficial interest, is not owned, directly or indirectly, by persons 
other than qualifying ;persons or, U.S. residents. or;.citizens- The 
wording of these tests is intended to make clear that, for example, if 
a Canadian company is more than 50 percent owned by, a U.S. resi- 
dent corporation that is, itself, wholly owned by a third-country res- 
ident other than a US. citizen, the’Canadian company would not 
pass the ownership test. This is‘because more than 50 percent of its 
shares is owned indirectly by a person’ (the third-country resident) 
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that is not a qualifying person or a citizen or resident of the United 
States. ty i | Ik 


For purposes of this subparagraph (e) and other provisions of this 
Article, the term “shares” includes, in the case of a mutual insurance 
company, any certificate or contract entitling the holder to voting 
power in the corporation. This is consistent with the interpretation 
of similar limitation on benefits provisions in other U.S. treaties. 


The second test of subparagraph (e) is the so-called “base erosion” 
test. A Canadian company or trust that passes the ownership test 
must also pass this test to be a qualifying person. This test requires 
that the amount of expenses that are paid or payable by the Cana- 
dian entity in question to persons that are not qualifying persons or 
U.S. citizens. or residents, and that are deductible from gross in- 
come, be less than 50 percent of the gross income of the company 
or trust. This test is applied for the fiscal period immediately pre- 
ceding 'the period for which the qualifying person testis being ap- 
plied. If itis the first fiscal period of the person, the test is applied 
for the current period. 


The ownership/base erosion test recognizes that the benefits of the 
Convention can be enjoyed indirectly not only by equity holders of 


an entity, but also by that entity’s obligees, such as lenders, licen- 


sors, service providers, insurers and reinsurers, and others. For ex- 
ample, a third-country resident could license technology to a Cana- 
dian-owned Canadian corporation to be sub-licensed. to a U.S. 
resident. The U.S. source royalty income of the Canadian corpora- 
tion would be exempt from U.S. withholding tax under Article XII 
(Royalties) of the Convention (as. amended by the Protocol). While 
the Canadian corporation would be subject, to Canadian corporation 
income. tax, its taxable income could be reduced to near zero as a 
result of the deductible royalties paid to the third-country resident. 
If, under a Convention between Canada and the third country, those 
royalties were either exempt from Canadian tax or subject to tax ata 
low rate, the U.S. treaty benefit with respect to the U.S. source roy- 
alty income would.have flowed to the third-country resident at little 
or.no tax, cost, with no.reciprocal benefit to the United States from 
the third country. The ownership/base erosion test therefore requires 
both that qualifying persons or U.S. residents or citizens substan- 
tially own the entity and that the entity’s deductible payments be 
made in substantial part to such persons. 


Other qualifying persons 


Under subparagraph (f) of paragraph 2, a Canadian resident estate is 
a qualifying person, entitled to the benefits of the Convention with 
respect to its U.S. source income. 


Subparagraphs (g) and (h) specify the circumstances. under. which 
certain types of not-for-profit organizations will be qualifying per- 
sons. Subparagraph (g) of paragraph 2 provides that a not-for-profit 
organization that is a resident of Canada is a qualifying person, and 
thus entitled to U.S. benefits, if more than half of the beneficiaries, 
members, or participants in the organization are qualifying persons 
or citizens or residents of the United States. The term “not-for-profit 
organization” of a Contracting State is defined in subparagraph (b) 
of paragraph'5. of the Article to mean an entity created or estab-' 
lished in that State that is generally exempt from income taxation in 
that State by reason of its not-for-profit status. The term includes 
charities, private foundations, trade unions, trade associations, and 
sumilar organizations, 

Subparagraph (h) of paragraph 2 specifies that certain organizations 
described in paragraph 2 of Article XXI (Exempt Organizations), as 
amended by Article 10 of the Protocol, are qualifying persons. To 
be a qualifying person, such an organization must be established 
primarily for the purpose of providing pension, retirement, or em- 
ployee benefits to individual residents of Canada who are (or were, 
within any of the five preceding years) qualifying persons, or to citi- 
zens or residents of the United States. An organization will be con- 
sidered to be established “primarily” for this purpose if more than 
50 percent of its beneficiaries, members, or participants are such 
persons. Thus, for example, a Canadian Registered Retirement Sav- 
ings Plan (“RRSP”) of a former resident of Canada who is working 
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temporarily outside of Canada would continue tobe a qualifying 
person during the period of the individual’s absence from Canada or 
for five years, whichever is shorter. A Canadian pension fund estab- 
lished to provide benefits to persons employed by a company would 
be a qualifying person only if most of the beneficiaries of the fund 
are (or were within the five preceding years) individual residents of 
Canada or residents or citizens of the United States.’ 


The provisions of paragraph 2 are self-executing, unlike the provi- 
sions of paragraph 6, discussed below. The tax authorities may, of 
course, on review, determine that the taxpayer has improperly inter- 
preted the paragraph and is not entitled to the benefits claimed. 


3. Where a person that is a resident of Canada and is 
not a qualifying person of Canada, or a person re- 
lated thereto, is engaged in the active conduct of a 


trade or business in Canada (other than the business 


of making or managing investments, unless those ac- 
tivities are carried on with customers in the ordinary 
course of business by a bank, an insurance company, 
a registered securities dealer or a deposit-taking fi- 
nancial institution), the benefits of the Convention 
shall apply to that resident person with respect to in- 
come derived from the United States in connection 
with or incidental to that trade. or business, including 
any such income. derived. directly or indirectly by 
that resident person through one or more, other per- 
sons that are residents of the United States. Income 
shall be deemed. to be derived from the United States 
in connection with the active conduct of a trade or 
business in Canada only if that trade or business 1s 
substantial in relation to the activity carried on in the 
United States giving rise to the income in respect of 
which benefits provided under the Convention by the 
United States are claimed. | 


Technical Explanation [1995 Protocol]: 
Active trade or business test 


Paragraph 3 provides an eligibility test for benefits for residents of 
Canada that are not qualifying persons under paragraph 2. This is 
the soccalled “active trade or business” test. Unlike the tests of para- 
graph 2, the active trade or business test looks not solely at the char- 
acteristics of the person deriving the income, but also. at the nature 
of the activity engaged in by that person and the connection be- 
tween the income and that activity. Under the active trade or busi- 
ness test, a resident of Canada deriving an item of income from the 
United States is entitled to benefits with respect to that income if 
that person (or a person related to that person under the principles of 
Internal Revenue Code section 482) is engaged in an active trade or 
business in Canada and the income in question is derived in connec- 
tion with, or is incidental to, that trade or business. 


Income that is derived in connection with, or is incidental to, the 
business of making or managing investments will not qualify for 
benefits under this provision, unless those investment activities are 
carried on with customers in the ordinary course of the business of a 
bank, insurance company, registered securities dealer, or deposit- 
taking financial institution. 


Income is considered derived “in connection” with an active trade 
or business in the United States if, for example, the income-generat- 
ing activity in the United States is “upstream,” “downstream,” or 
parallel to that conducted in Canada. Thus, if the U.S. activity con- 
sisted of selling the output of a Canadian manufacturer or providing 
inputs to the manufacturing process, or of manufacturing or selling 
«n the United States the same sorts of products that were being sold 
by the Canadian trade or business in Canada, the income generated 
by that activity would be treated as earned ‘in connection with the 
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Canadian trade or business. Income is considered “incidental” to the 


- Canadian trade or business if, for example, it arises from the short- 


term investment of working capital of the Canadian resident in U.S. 
securities. 


An item of income will be considered to be earned in connection 
with or to be incidental to an active trade or business in Canada if 
the income is derived by the resident of Canada claiming ‘the bene- 
fits directly or indirectly through one or more other persons that are 
residents of the United States. Thus, for example, a Canadian resi- 
dent! could claim benefits with respect to an item of income earned 
by a USS. operating subsidiary but derived by the Canadian resident 
indirectly through a wholly-owned U.S. holding company inter- 
posed between it and the operating subsidiary. This language would 
also permit’a Canadian resident to derive income from the United 
States through one or more U.S. residents that it does. not wholly 
own. For example, a Canadian partnership.in which three unrelated 
Canadian companies each hold a one-third interest, could form a 
wholly-owned U.S. holding company with a U.S. operating subsidi- 
ary. The “directly or indirectly” language would allow otherwise 
available treaty benefits to be claimed with respect to income de- 
rived by the three Canadian partners through the U.S. holding com- 
pany, even if the partners were not considered to be related to the 
U.S. holding company under the principles of Internal Revenue 
Code section 482.5 


Income that is derived in connection with, or is incidental to, an 
active trade or business in Canada, must pass an additional test to 
qualify ‘for U.S. treaty benefits. The trade or business in Canada 
must be substantial in relation to the activity in the United States 
that gave rise to the income in respect of which treaty benefits are 
being claimed. To be considered substantial, it is not necessary that 
the Canadian trade or business be as large as the U.S. income-gener- 
ating activity. The Canadian trade or business cannot, however, in 
terms of income, assets, or other similar measures, represent only a 
very small percentage of the size of the U.S» activity. | 


The substantiality requirement is' intended to prevent treaty-shop- 
ping. For example, a third-country resident may want to acquire a 
U.S. company that manufactures television sets for worldwide mar- 
kets; however, since its country of residence has no tax treaty with 
the United States, any dividends generated by the investment would 
be subject to a U.S. withholding tax of 30 percent. Absent a sub- 
stantiality test, the investor could establish a Canadian corporation 
that would operate a small outlet in Canada to sell a few of the tele- 
vision sets manufactured by the U.S. company and earn a very small 
amount of income. That Canadian corporation could then acquire 
the U.S. manufacturer with capital provided by the third-country 
resident and produce a very large number of sets for sale in several 
countriés, generating a much larger amount of income. It might at- 
tempt to argue that the U.S. source income is generated from busi- 
ness activities in the United States related to the television sales ac- 
tivity of the Canadian parent and that the dividend income should be 
subject to U.S. tax ‘at the 5 percent rate provided by Article X of the 
Convention, as amended by the Protocol. However, the substantial- 
ity test would not be met in this example, so the dividends would 
remain subject to withholding in the United: States! at a rate of 30 
percent. 


In general, it is expected that if a person qualifies for benefits under 
one of the tests of paragraph 2, no inquiry will be made into qualifi- 
cation for benefits under paragraph 3. Upon satisfaction of any of 
the tests of paragraph 2, any income derived by the beneficial owner 
from the other Contracting State is entitled to treaty benefits. Under 
paragraph 3, however, the test is applied separately to each item of 
income. 


4. A company that is a resident of Canada shall also 
be entitled to the benefits of Articles X (Dividends), 
XI (Interest) and XII (Royalties) if 


(a) its shares that represent more than 90 per cent 
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of the aggregate vote and value represented by all 
of its shares (other than debt substitute shares) are 
owned, directly or indirectly, by persons each of 
whom is a qualifying person, a resident or citizen 
of the United States or a person who 


(i) is a resident of a country with which the 
United States has a comprehensive income tax 
convention and is entitled to all of the benefits 
provided by the United States under that 
convention; 


(ii) would qualify for benefits under 
paragraphs 2 or 3 if that person were a resi- 
dent of Canada (and, for the purposes of para- 
graph 3, if the business it carried on in the 
country of which it is a resident were carried 
on by it in Canada); and 


(ii1) would be entitled to a rate of United 
States tax under the convention between that 
person’s country of residence and the United 
States, in respect of the particular class of in- 
come for which benefits are being claimed 
under this Convention, that is at least as low 
as the rate applicable under this Convention; 
and 


(b) the amount of the expenses deductible from 
gross income that are paid or payable by the com- 
pany for its preceding fiscal period (or, in the 
case of its first fiscal period, that period) to per- 
sons that are not qualifying persons or residents 
or citizens of the United States is less than 50 per 
cent of the gross income of the company for that 
period. 

Technical Explanation [1995 Protocol]: 

Derivative benefits test 


Paragraph 4 of Article XXIX A contains a so-called “derivative 
benefits” rule not generally found in U.S. treaties. This rule was in- 
cluded in the Protocol because of the special economic relationship 
between the United States and Canada and the close coordination 
between the tax administrations of the two countries. 


Under the derivative benefits rule, a Canadian resident company 
may receive the benefits of Articles X (Dividends), XI (Interest), 
and XII (Royalties), even if the company is not a qualifying person 
and does not satisfy the active trade or business test of paragraph 3. 
To qualify under this paragraph, the Canadian company must Satisfy 
both (i) the base erosion test under subparagraph (e) of paragraph 2, 
and (ii) an ownership test. a 


The derivative benefits ownership test requires that shares (other 
than debt substitute shares) representing more than 90 percent of the 
vote and value of the Canadian company be owned directly or indi- 
rectly by either (i) qualifying persons or U.S. citizens or residents, 
or (ii) other persons that satisfy each of three tests. The three tests 
that must be satisfied by these other persons are as follows: 


First, the person must be a resident of a third State with which the 
United States has a comprehensive income tax convention and be 
entitled to all of the benefits under that convention. Thus, if the per- 
son fails to satisfy the limitation on benefits tests, if any, of that 
convention, no benefits would be granted under this paragraph. 
Qualification for benefits under an active trade or business test does 
not suffice for these purposes, because that test grants benefits only 
for certain items of income, not for all purposes of the convention. 


Second, the person must be a person that would qualify for benefits 


Canada—U.S. Tax Convention 


with respect to the item of income for which benefits are sought 
under one or more of the tests of paragraph 2 or-3 of this Conyen- 
tion, if the person, were a resident of Canada and, for purposes of 
paragraph 3, the business were carried on in Canada. For example, a 
person resident in a third country would be deemed to be a person 
that would qualify under the publicly-traded test of paragraph 2 of 
this Convention if the principal class of its shares were substantially 
and regularly traded on a stock exchange recognized either under 
the treaty between the United States and Canada or under the treaty 
between the United States and the third country. Similarly, a com- 
pany resident in a third country would be deemed to satisfy the 
ownership/base erosion test of paragraph 2 under this hypothetical 
analysis if, for example, it were wholly owned by an individual resi- 
dent in that third country and most of its deductible payments were 
made to individual residents of that country (i.e., it satisfied base 
erosion). 


The third requirement is that the rate of U.S. withholding tax on the 
item of income in respect of which benefits are sought must be at 
least as low under the convention between the person’s country of 
residence and the United States as under this Convention. 


5. For the purposes of this Article, 
(a) the term “recognized stock exchange” means: 


(i) the NASDAQ System owned by the Na- 
tional Association of Securities Dealers, Inc. 
and any stock exchange registered with the 
Securities and Exchange Commission as a na- 
tional securities exchange for purposes of the 
Securities Exchange Act of 1934, 


(ii) Canadian stock exchanges that are “‘pre- 
scribed stock exchanges” under the Income 
Tax Act; and 


(iii) any other stock exchange agreed upon by 
the Contracting States in an exchange of notes 
or by the competent authorities of the Con- 
tracting States; 


(b) the term “not-for-profit organization” of a 
Contracting State means an entity created or es- 
tablished in that State and that is, by reason of its 
not-for-profit status, generally exempt from in- 
come taxation in that State, and includes a private 
foundation, charity, trade union, trade association 
or similar organization; and 


(c) the term “debt substitute share” means: 


(i) a share described in paragraph (e) of the 
definition “term. preferred share” in the Jn- 
come Tax Act, as it may be amended from 
time to time without changing the general 
principle thereof; and 


(ii) such other type of share as may be agreed 
upon by the competent authorities of the Con- 
tracting States. 


6. Where a person that is a resident of Canada is not 
entitled under the preceding provisions of this Arti- 
cle to the benefits provided under the Convention by 
the United States, the competent authority of the 
United States shall, upon that person’s request, de- 
termine on the basis of all factors including the his- 
tory, structure, ownership and operations of that per- 
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son whether 


(a) its creation and existence did not have as a 
principal purpose the obtaining of benefits under 
the Convention that would not otherwise be 
available; or 


(b) it would not be appropriate, having regard to 
the purpose of this Article, to deny the benefits of 
the Convention to that person. 


The person shall be granted the benefits of the Con- 
vention by the United States where the competent 
authority determines that subparagraph (a) or (b) 
applies. 


Technical Explanation [1995 Protocol]: 
Competent authority discretion 


Paragraph 6 provides that when a resident of Canada. derives in- 
come from the United States and is not entitled to the benefits of the 
Convention under other provisions of the Article, benefits may, nev- 
ertheless be granted at the discretion of the U.S. competent author- 
ity. In making a determination under this paragraph, the competent 
authority will take into account all relevant facts and circumstances 
relating. to the person requesting the benefits. In particular, the com- 
petent authority will consider the history, structure, ownership (in- 
cluding ultimate beneficial. ownership), and operations of the per- 
son. In addition, the competent authority is to consider (1) whether 
the creation and existence of the person did not have as a principal 
purpose obtaining treaty benefits that would not otherwise be avail- 
able to the person, and (2) whether it would not be appropriate, in 
view of the purpose of the Article, to deny benefits. The paragraph 
specifies that if the U.S. competent authority determines that either 
of these two standards is satisfied, benefits shall be granted. 


For purposes of implementing paragraph 6, a taxpayer will be ex- 
pected to present his case to the competent authority for an advance 


determination based on the facts. The taxpayer will not be required — 


to wait until it has been determined that benefits are denied under 
one of the other provisions of the Article, It also is expected that, if 
and when the competent authority determines that benefits are to be 
allowed, they. will be allowed retroactively to the time of entry into 
force of the relevant treaty provision or the. establishment of the 
structure in question, whichever is later (assuming that the taxpayer 
also qualifies under the relevant facts for the earlier period). 


7. It is understood that the fact that the preceding 
provisions of this Article apply only for the purposes 
of the application of the Convention by the United 
States shall not be construed as restricting in any 
manner the right of a Contracting State to deny bene- 
fits under the Convention where it can reasonably be 
concluded that to do otherwise, would result in an 
abuse of the provisions of the Convention. 


Technical. Explanation [1995 Protocol]: 
General anti-abuse provisions 


Paragraph 7 was added at Canada’s request to confirm that the spe- 
cific provisions of Article XXIX A and the fact that these provisions 
apply only for the purposes of the application of the Convention by 
the United States should not be construed so as to limit the right of 
each Contracting State to invoke applicable anti-abuse rules. Thus, 
for example, Canada remains free to apply such rules to counter 
abusive arrangements involving “treaty-shopping” through the 
United States, and the United States remains free to apply its sub- 
stance-over-form and anti-conduit rules, for example, in relation to 
Canadian residents. This principle is recognized by the Organization 
for Economic Cooperation and Development in the Commentaries 
to its Model Tax Convention on Income and on Capital, and the 
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United States and Canada agree that it is inherent in the Convention. 
The agreement to state this principle explicitly in the Protocol is not 
intended to suggest that the principle is not also inherent in other tax 
conventions, including the current Convention with Canada. 


History [Art. XXIX A]: Art. XXIX A added by 1995 Protocol, 
article 18, generally effective for taxation years beginning on or af- 
ter January 1, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol”. above.) : 


Article XXIX B — Taxes Imposed by 
Reason of Death 


1. Where the property of an individual who is a resi- 
dent of a Contracting State passes by reason of the 
individual’s death to an organization referred to in 
paragraph 1 of Article XXI (Exempt Organizations), 
the tax consequences in a Contracting State arising 
out of the passing of the property shall apply as if the 
organization were a resident of that State. 


Technical Explanation [1995 Protocol]: 
In general 


Article 19 of the Protocol adds to the Convention a new Article 
XXIX B (Taxes Imposed by Reason of Death). The purpose of Arti- 
cle XXIX B is to better coordinate the operation of the death tax 
regimes of the two Contracting States. Such coordination is neces- 
sary because the United States imposes an estate tax, while Canada 
now applies an income tax on gains deemed realized at death rather 
than an estate tax. Article XXIX B. also contains. other provisions 
designed to alleviate death taxes in certain situations. 


For purposes of new Article XXIX B, the term “resident” has the 
meaning provided by Article IV (Residence) of the Convention, as 
amended by Article 3 of the Protocol. The meaning of the term “res- 
ident” for purposes of Article XXIX B, therefore, differs in some 
respects from its meaning under the estate, gift, and generation- 
skipping transfer tax provisions of the Internal Revenue Code. 


Charitable bequests 


Paragraph 1 of new Article XXIX B facilitates certain charitable be- 
quests. It provides that a Contracting State shall accord the same 
death tax treatment to a bequest by an individual resident in one of 
the Contracting States to a qualifying exempt organization resident 
in the other Contracting State as it would have accorded if the or- 
ganization had been a resident of the first Contracting State. The 
organizations covered by this provision are those referred to in para- 
graph 1 of Article XXI (Exempt Organizations) of the Convention. 
A bequest by a U.S. citizen or U.S. resident (as defined for estate 
tax purposes under the Internal Revenue Code) to such an exempt 
organization generally is deductible for U.S. estate tax purposes 
under section 2055 of the Internal Revenue Code, without regard to 
whether the organization is a U.S. corporation. However, if the de- 
cedent is not a U.S. citizen or U.S. resident (as defined for estate tax 
purposes under the Internal Revenue Code), such a bequest is de- 
ductible for U.S. estate tax purposes, under section 2106(a)(2) of the 
Internal Revenue Code, only if the recipient organization is a US. 
corporation. Under paragraph 1 of Article XXIX B, a U.S. estate tax 
deduction also will be allowed for a bequest by a Canadian resident 
(as defined under Article IV (Residence)) to a qualifying exempt 
organization that is a Canadian corporation. However, paragraph 1 
does not allow a deduction for U.S. estate tax purposes with respect 
to any transfer of property that is not subject to U.S. estate tax. 


2. In determining the estate tax imposed by the 
United States, the estate of an individual (other than 
a citizen of the United States) who was a resident of 
Canada at the time of the individual’s death shall be 
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allowed a unified credit equal to the greater of 


(a) the amount that bears the same ratio to the 
credit allowed under the law of the United States 
to the estate of a citizen of the United States as 
the value of the part of the individual’s gross es- 
tate that at the time of the individual’s death is 
situated in the United States bears to the value of 
the individual’s entire gross estate wherever situ- 
ated; and 


(b) the unified credit allowed to the estate of a 
nonresident not a citizen of the United States 
under the law of the United States. 


The amount of any unified credit otherwise allowa- 
ble under this paragraph shall be reduced by the 
amount of any credit previously allowed with respect 
to any gift made by the individual. The credit other- 
wise allowable under subparagraph (a) shall be al- 
lowed only if all information necessary for the verifi- 
cation and computation of the credit is provided. 


Technical Explanation [1995 Protocol]: 
Unified credit 


Paragraph 2 of Article XXIX B grants a “pro rata” unified credit to 
the estate of a Canadian resident decedent, for purposes of comput- 
ing U.S. estate tax. Although the Congress anticipated the negotia- 
tion of such pro rata unified credits in Internal Revenue Code sec- 
tion 2102(c)(3)(A), this is the first convention in which the United 
States has agreed to give such a credit. However, certain exemption 
provisions of existing estate and gift tax conventions have been in- 
terpreted as providing a pro rata unified credit. 


Under the /nternal Revenue Code, the estate of a nonresident not a 
citizen of the United States is subject to U.S. estate tax only on its 
U.S. situs assets and is entitled to a unified credit of $13,000, while 
the estate of a U.S. citizen or U.S. resident is subject to U.S. estate 
tax on its entire worldwide assets and is entitled to a unified credit 
of $192,800. (For purposes of these Internal Revenue Code provi- 
sions, the term “resident” has the meaning provided for estate tax 
purposes under the /nternal Revenue Code.) A lower unified credit 
is provided for the former category of estates because it is assumed 
that the estate of a nonresident not a citizen generally will hold 
fewer U.S. situs assets, as a percentage of the estate’s total assets, 
and thus will have a lower U.S. estate tax liability. The pro rata 
unified credit provisions of paragraph 2 increase the credit allowed 
to the estate of a Canadian resident decedent to an amount between 
$13,000 and $192,800 in appropriate cases, to take into account the 
extent to which the assets of the estate are situated in the United 
States. Paragraph 2 provides that the amount of the unified credit 
allowed to the estate of a Canadian resident decedent will in no 
event be less than the $13,000 allowed under the Internal Revenue 
Code to the estate of a nonresident not a citizen of the United States 
(subject to the adjustment for prior gift tax unified credits, discussed 
below). Paragraph 2 does not apply to the estates of U.S. citizen 
decedents, whether resident in Canada or elsewhere, because such 
estates receive a unified credit of $192,800 under the Jnternal Reve- 
nue Code. 


Subject to the adjustment for gift tax unified credits, the pro rata 
credit allowed under paragraph 2 is determined by multiplying 
$192,800 by a fraction, the numerator of which is the value of the 
part of the gross estate situated in the United States and the denomi- 
nator of which is the value of the entire gross estate wherever situ- 
ated. Thus, if half of the entire gross estate (by value) of a decedent 
who was a resident and citizen of Canada were situated in the 
United States, the estate would be entitled to a pro rata unified 
credit of $96,400 (provided that the U.S. estate tax due is not less 
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than that amount). For purposes of the denominator, the entire gross 
estate wherever situated (i.e., the worldwide estate, determined 
under U.S. domestic law) is to be taken into account for purposes of 
the computation. For purposes of the numerator, an estate’s assets 
will be treated as situated in the United States if they are so treated 
under U.S. domestic law. However, if enacted, a technical correc- 
tion now pending before the Congress will amend U.S. domestic 
law to clarify that assets will not be treated as U.S. situs assets for 
purposes of the pro rata unified credit computation if the United 
States is precluded from taxing them by reason of a treaty obliga- 
tion. This technical correction will affect the interpretation of both 
this paragraph 2 and the analogous provisions in existing conven- 
tions. As currently proposed, it will take effect on the date of 
enactment. 


Paragraph 2 restricts the availability of the pro rata unified credit in 
two respects. First, the amount of the unified credit otherwise allow- 
able under paragraph 2 is reduced by the amount of any unified 
credit previously allowed against U.S. gift tax imposed on any gift 
by the decedent. This rule reflects the fact that, under U.S. domestic 
law, a U.S. citizen or U.S. resident individual is allowed a unified 
credit against the U.S. gift tax on lifetime transfers. However, as a 
result of the estate tax computation, the individual is entitled only to 
a total unified credit of $192,800, and the amount of the unified 
credit available for use against U.S. estate tax on the individual’s 
estate is effectively reduced by the amount of any unified credit that 
has been allowed in respect of gifts by the individual. This rule is 
reflected by reducing the amount of the pro rata unified credit other- 
wise allowed to the estate of a decedent individual under paragraph 
2 by the amount of any unified credit previously allowed with re- 
spect to lifetime gifts by that individual. This reduction will be rele- 
vant only in rare cases, where the decedent made gifts subject to the 
U.S. gift tax while a U.S. citizen or U.S. resident (as defined under 
the Internal Revenue Code for U.S. gift tax purposes). 


Paragraph 2 also conditions allowance of the pro rata unified credit 
upon the provision of all information necessary to verify and com- 
pute the credit. Thus, for example, the estate’s representatives will 
be required to demonstrate satisfactorily both the value of the 
worldwide estate and the value of the U.S. portion of the estate. 
Substantiation requirements also apply, of course, with respect to 
other provisions of the Protocol and the Convention. However, the 
negotiators believed it advisable to emphasize the substantiation re- 
quirements in connection with this provision, because the computa- 
tion of the pro rata unified credit involves certain information not 
otherwise relevant for U.S. estate tax purposes. 


In addition, the amount of the pro rata unified credit is limited to the 
amount of U.S. estate tax imposed on the estate. See section 
2102(c)(4) of the Internal Revenue Code. 


3. In determining the estate tax imposed by the 
United States on an individual’s estate with respect 
to property that passes to the surviving spouse of the 
individual (within the meaning of the law of the 
United States) and that would qualify for the estate 
tax marital deduction under the law of the United 
States if the surviving spouse were a citizen of the 
United States and all applicable elections were prop- 
erly made (in this paragraph and in paragraph 4 re- 
ferred to as “qualifying property’’), a non-refundable 
credit computed in accordance with the provisions of 
paragraph 4 shall be allowed in addition to the uni- 
fied credit allowed to the estate under paragraph 2 or 
under the law of the United States, provided that 


(a) the individual was at the time of death a citi- 
zen of the United States or a resident of either 
Contracting State; 
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(b) the surviving spouse was at the time of the 
Sane death a resident of either Contracting 
rete s 


(c) if both the individual and the surviving spouse 

were residents of the United States at the time of 
_ the individual’s death, one or both was a citizen 
_ of Canada; and gt | 


(d) the executor of the decedent’s estate elects the 
benefits of this paragraph and waives irrevocably 
the benefits of any estate tax marital deduction 
that would be allowed under the law of the 
United, States on a United States Federal estate 
tax return filed. for the individual’s estate by the 
date on.which a qualified domestic trust election 
could.be made under the law of the United States. 


Technical Explanation [1995 Protocol]: 
Marital credit . 


Paragraph 3 of Article XXIX B allows a special “marital credit” 
against U.S. estate tax in respect of certain transfers to a surviving 
spouse. The purpose of this marital credit is to alleviate, in appropri- 
ate'cases, the impact of the estate tax marital deduction restrictions 
enacted by the Congress in the Technical and Miscellaneous Reve- 
nue Act. of 1988 (“TAMRA”). It is the firm position of the U:S. 
Treasury Department that the TAMRA provisions do not violate the 
non-discrimination provisions of this Conyention or any other con- 
vention to which the United States is a party. This is because the 
estate —— not the surviving spouse — is the taxpayer, and the 
TAMRA provisions treat the estates of nonresidents not citizens of 
the United States in the same manner as the estates of U.S. citizen 
and U'S. resident decedents. However, the U.S. negotiators believed 
that it was not inappropriate, in the context of the Protocol, to ease 
the impact of those’ TAMRA provisions upon certain estates of lim- 
ited. value. 


Paragraph 3 allows a non-refundable marital credit in addition to the 
pro rata unified credit allowed under paragraph 2 (or, in the case of 
a US. citizen or U.S. resident decedent, the unified credit allowed 
under U.S. domestic law). However, the marital credit is allowed 
only in connection with transfers satisfying each of the five condi- 
tions set forth in paragraph 3. First, the property must be “qualifying 
property,” i.e., it must pass to the surviving spouse (within the 
meaning of U.S. domestic law) and be property that would have 
qualified for the estate tax marital deduction under U.S. domestic 
law. if the surviving spouse had been a U.S. citizen and all:applica- 
ble elections specified by U.S. domestic law had been properly 
made. Second, the decedent must have been, at the time of death, 
either a resident of Canada or the United States or a citizen of the 
United States. Third; the surviving spouse must have been, at the 
time of the decedent’s death, a resident of either Canada or the 
United States. Fourth, if both the decedent and the surviving spouse 
were-residents of, the United States at. the time of the decedent’s 
death, at least one of them must have been a citizen of Canada. Fi- 
nally, to limit the benefits of paragraph 3 to relatively small estates, 
the executor of the decedent’s estate is required to elect the benefits 
of paragraph 3, and to waive irrevocably the benefits of any estate 
tax marital deduction that would be allowed under-U.S. domestic 
law, on a U.S. Federal estate: tax return filed by the deadline for 
making a qualified domestic trust election under Internal Revenue 
Code section 2056A(d). In the case of the. estate of a decedent for 
which the U.S. Federal estate tax return is filed on or before the date 
on which this Protocol enters into force, this election and waiver 
must be made on any return filed to claim a refund pursuant to the 
special effective date applicable to such estates (discussed below). 


4: The amount of the credit allowed under paragraph 
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3 shall equal the lesser of 


(a) the unified credit allowed under paragraph 2 
or under the law of the United States (determined 
without regard to any credit allowed previously 
with respect to any gift made by the individual), 
and 


(b) the amount of estate tax that would otherwise 
be imposed by the United States on the transfer 
of qualifying property. 


The amount of estate tax that would otherwise be 
imposed by the United States on the transfer of qual- 
ifying property shall equal the amount by which the 
estate tax. (before allowable credits) that would be 
imposed. by the United States of the qualifying prop- 
erty were included in computing the taxable estate 
exceeds the estate tax (before allowable credits) that 
would be so imposed if the qualifying property were 
not so included. Solely for purposes of determining 
other credits allowed under the law of the United 
State, the credit provided under paragraph 3 shall be 
allowed after such other credits. 


Technical Explanation [1995 Protocol]: 


Paragraph 4 governs the computation of the marital credit allowed 
under paragraph 3. It provides that the amount of the marital credit 
shall equal the lesser of (i) the amount of the unified credit allowed 
to the estate under paragraph 2 or, where applicable, under U.S. do- 
mestic law (before reduction for any gift tax unified credit), or (11) 
the amount of U.S: estate tax that would otherwise be imposed on 
the transfer of qualifying property to the surviving spouse. For this 
purpose, the amount of U.S. estate tax that would otherwise be im- 
posed on the transfer of qualifying property equals the amount by 
which (i) the estate tax.(before allowable credits) that would be im- 
posed if that property were included in computing the taxable estate 
exceeds: (ii) the estate: tax (before allowable credits) that would be 
imposed if the property were not so included. Property that, by rea- 
son of the provisions of paragraph 8 of this Article, is not subject to 
US. estate tax is not taken into account for purposes of this hypo- 
thetical computation. : 


Finally, paragraph 4 provides taxpayers with an ordering rule. The 
rule states that, solely. for purposes of determining any other credits 
(e.g., the credits for foreign and state death taxes) that may be al- 
lowed under U.S. domestic law to the estate, the marital credit shall 
be allowed after such other credits. 


In certain cases, the provisions of paragraphs 3 and 4 may affect the 
US. estate taxation of a trust that would meet the requirements fora 
qualified terminable interest property (“QTIP”) election, for exam- 
ple, a trust with a life income interest for the surviving spouse and a 
remainder interest for other family members. If, in lieu of making 
the QTIP election and the qualified domestic trust election, the de- 
cedent’s executor makes the election described in paragraph 3(d) of 
this Article, the provisions of Internal Revenue Code sections 2044 
(regarding inclusion in the estate of the second spouse of certain 
property for which the marital deduction was previously allowed), 
2056A (regarding qualified domestic trusts), and 2519: (regarding 
dispositions of certain life estates) will not apply. To obtain this 
treatment, however, the executor is required, under paragraph 3, to 
irrevocably waive 'the benefit of any marital deduction allowable 
under the Internal Revenue Code with respect to the trust. 


The following examples illustrate the operation of the marital credit 
and ‘its interaction with other credits. Unless otherwise stated, as- 
sume for purposes of illustration that H, the decedent, and W, his 
surviving spouse, are Canadian citizens resident in*Canada at the 
time of the decedent’s death. Assume further that all conditions set 
forth in paragraphs 2 and 3 of this Article XXIX B are satisfied 
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(including the condition that the executor waive the estate tax mari- 
tal deduction), that no deductions are available under the Internal 
Revenue Code in computing the U.S. estate tax liability, and that 
there are no adjusted taxable gifts within the meaning of Internal 
Revenue Code section 2001(b) or 2101(c). Also assume that the ap- 
plicable U.S. domestic estate and gift tax laws are those. that were in 
effect on the date the Protocol was signed. 


Example 1. H has.a worldwide gross estate of $1,200,000. He 
bequeaths U.S. real property worth $600,000. to W. The remain- 
der of H’s estate consists of Canadian situs property. H’s estate 
would be entitled to a pro rata unified credit of $96,400 (= 
$192,800 x (600,000/1,200,000)) and to a marital credit in the 
same amount (the lesser of the unified credit allowed ($96,400) 
and the U.S. estate tax that would otherwise be imposed on the 
property transferred to W ($192,800 [tax on.U.S. taxable estate 
of $600,000])). The pro rata unified credit and the marital credit 
combined would eliminate all U.S. estate tax with respect to the 
property transferred to W. 


Example 2. H has a worldwide gross estate of $1,200,000, all of 
which is situated in the: United States. He bequeaths U.S. real 
property worth $600,000 to W and U.S. real property worth 
$600,000 to a child, C. H’s estate would be entitled to a pro rata 
unified credit of $192,800 (= $192,800 x 1,200,000/1,200,000) 
and to a marital credit of $192,800 (the lesser of the unified 
credit ($192,800) and the U.S. estate tax ‘that would otherwise 
be imposed on the property transferred to W ($235,000, i.e., 
$427,800 [tax on U.S. taxable, estate of $1,200,000] less 
$192,800 [tax on U.S. taxable estate of $600,000])). This would 
reduce the estate’s total U.S. estate tax liability of $427,800 by 
$385,600. 


Example 3. H has a worldwide gross estate of $700,000; of 
which $500,000 is real property situated in the United States. H 
bequeaths U.S. real property valued at $100,000 to W. The re- 
mainder of H’s gross estate, consisting of U.S. and Canadian 
situs real property, is bequeathed to’ H’s child,;'C. H’s estate 
would be entitled to a pro rata unified credit’ of ' $137,714 
($192,800 x $500,000/$700,000). In addition, H’s estate would 
be entitled toa marital credit of $34,000, which equals the 
lesser of the unified credit ($137,714) and $34,000 (the U:S. 
estate tax that would otherwise be imposed on the’ property 
transferred to W before allowance of any credits, i.e., $155,800 
[tax on U.S. taxable estate of $500,000] less $121,800 [tax on 
U.S. taxable estate of $400,000}). 


Example 4. H has a worldwide gross estate’ of $5,000,000, 
$2,000,000 of which consists of U.S. real property situated in 
State X. State X imposes a state death tax equal to the federal 
credit allowed under Internal Revenue Code section 2011. H 
bequeaths U.S. situs real property worth $1,000,000 to W and 
U.S. situs real property worth $1,000,000 to his child, C. The 
remainder of H’s estate ($3,000,000) consists of Canadian situs 
property passing to C. H’s estate would be entitled to a pro rata 
unified credit of $77,120 ($192,800 x $2,000,000/$5,000,000). 
H’s estate would be entitled toa state death tax credit under 
Internal Revenue Code section 2102 of $99,600 (determined 
under /nternal Revenue Code section 2011(b) with respect 'to an 
adjusted taxable estate of $1,940,000). H’s estate also would be 
entitled to a marital. credit of $77,120, which equals the lesser 
of the unified credit ($77,120).and $435,000 (the U.S. estate tax 
that would otherwise be imposed on the property transferred to 
W. before allowance of any credits, i.e., $780,000 [tax on U.S. 
taxable estate of $2,000,000] less $345,800 [tax on U.S: taxable 
estate of $1,000,000)). 


Example 5. The facts are the same as in Example 4, except that 
H and W are Canadian citizens who are resident in the United 
States at the time of H’s death. Canadian Federal and provincial 
income taxes totalling $500,000 are imposed by reason of H’s 
death. H’s estate would be entitled to a unified credit of 
$192,800 and to a state death tax credit of $300,880 under In- 
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ternal Revenue Code sections 2010 and 2011(b), respectively. 
Under paragraph 6 of Article XXIX B, H’s estate would be en- 
titled to a credit for the Canadian income tax imposed by reason 
of death, equal to the lesser of $500,000 (the Canadian taxes 
paid) or $1,138,272 ($2,390,800 (tax on $5,000,000 taxable es- 
tate) less total of unified and state death tax credits ($493,680) x 
$3,000,000/$5,000,000). H’s estate also would be entitled to a 
marital credit of $192,800, which equals the lesser of the uni- 
fied credit ($192,800) and $550,000 (the U.S. estate tax that 
would otherwise be imposed on the property transferred to W 
before allowance of any credits, i.e., $2,390,800 [tax on U.S. 
taxable estate of $5,000,000] less $1,840,800 [tax on U.S. taxa- 
ble estate of $4,000,000)). 


5. Where an individual was a resident of the United 
States immediately before the individual’s death, for 
the purposes of subsection 70(6) of the Income Tax 
Act, both the individual and the individual’s spouse 
shall be deemed to have been resident in Canada im- 
mediately before the individual’s death. Where a 
trust that would be a trust described in subsection 
70(6) of that Act, if its trustees that were residents or 
citizens of the United States or domestic corpora- 
tions under the law of the United States were re- 
sidents of Canada, requests the competent authority 
of Canada to do so, the competent authority may 
agree, subject to terms and conditions satisfactory to 
such competent authority, to treat the trust for the 
purposes of that Act as being resident in Canada for 
such time as may be stipulated in the agreement. 


Technical Explanation [1995 Protocol]: 
Canadian treatment of certain transfers 


The provisions’ of paragraph 5 relate to the operation of Canadian 
law. They are intended to provide deferral (“rollover”) of the Cana- 
dian tax at death for certain transfers to a surviving spouse and to 
permit the Canadian competent authority to allow such deferral for 
certain transfers to a trust. For example, they would enable the com- 
petent authority to treat a trust that is a qualified domestic trust for 
U.S. estate tax purposes as a Canadian spousal trust as well for pur- 
poses of certain provisions of Canadian tax law and of the Conven- 
tion. These provisions do not affect U.S. domestic law regarding 
qualified domestic trusts. Nor do they affect the status of U.S. resi- 
dent individuals for any other purpose. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


6. In determining the amount of Canadian tax paya- 
ble by an individual who immediately before death 
was a resident of Canada, or by a trust described in 
subsection 70(6) of the Income Tax Act (or a trust 
which is treated as being resident in Canada under 
the provisions of paragraph 5), the amount of any 
Federal or state estate or inheritance taxes payable in 
the United States (not exceeding, where the individ- 
ual was a citizen of the United States or a former 
citizen referred to in paragraph 2 of Article XXIX 
(Miscellaneous Rules), the amount of estate and in- 
heritance taxes that would have been payable if the 
individual were not a citizen or former citizen of the 
United States) in respect of property situated within 
the United States shall, 


(a) to the extent that such estate or inheritance 
taxes are imposed upon the individual’s death; be 
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allowed asa deduction from the amount of any 
Canadian tax otherwise payable by the individual 
for the taxation year in which the individual died 
on the total of 


(i) any income, profits or gains of the individ- 
ual arising (within the meaning of paragraph 3 
of Article XXIV (Elimination of Double Tax- 
ation)) in the United States in that year, and 


(ii) where the value at the time of the individ- 
ual’s death of the individual’s entire gross es- 
tate wherever situated (determined under the 
law of the United States) exceeded 1.2 million 
U.S. dollars or its equivalent in Canadian dol- 
lars, any income, profits or gains of the indi- 
vidual for that year from property situated in 
the United States at that time, and 


(b) to the extent that such estate or inheritance 
taxes are imposed upon the death of the individ- 
ual’s surviving spouse, be allowed as a deduction 
from the amount of any Canadian tax otherwise 
payable by the trust for its taxation year in which 
that spouse dies on any income, profits or gains 
of the trust for that year arising (within the mean- 
ing of paragraph 3 of Article XXIV (Elimination 
of Double Taxation)) in the United States or from 
property situated in the United States at the time 
of death of the spouse. 


For purposes of this paragraph, property shall be 
treated as situated within the United States if it is so 
treated for estate tax purposes under the law of the 
United States as in effect on March 17, 1995, subject 
to any subsequent changes thereof that the compe- 
tent authorities of the Contracting States have agreed 
to apply for the purposes of this paragraph. The de- 
duction allowed under this paragraph shall take into 
account the deduction for any income tax paid or ac- 
crued to the United States that is provided under par- 
agraph 2(a), 4(a) or 5(b) of Article XXIV (Elimina- 
tion of Double Taxation). 

Technical Explanation [1995 Protocol]: 

Credit for U.S. taxes 


Under paragraph 6, Canada agrees to give Canadian residents and 
Canadian resident spousal trusts (or trusts treated as such by virtue 
of paragraph 5) a deduction from tax (i-e., a credit) for U.S. Federal 
or state estate or inheritance taxes imposed on U.S. situs property of 
the decedent or the trust. This credit is allowed against the income 
tax imposed by Canada, in an amount computed in accordance with 
subparagraph 6(a) or 6(b). 

Subparagraph 6(a) covers the first set of cases — where the U.S. tax 
is imposed upon a decedent’s death. Subparagraph 6(a)(i) allows a 
credit for U.S. tax against the total amount of Canadian income tax 
payable by the decedent in the taxable year of death on any income, 
profits, or gains arising in the United States (within the meaning of 
paragraph 3 of Article XXIV (Elimination of Double Taxation)). 
For purposes of subparagraph 6(a)(i), income, profits, or gains aris- 
ing in the United States within the meaning of paragraph 3 of Arti- 
cle XXIV include gains deemed realized at death on U.S. situs real 
property and on personal property forming part of the business 
property of a U.S. permanent establishment or fixed base. (As eXx- 
plained: below; these are the only types of property on which the 
United States may impose its estate tax if the estate is worth $1.2 
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million or less.) Income, profits, or gains arising in the United 
States also include income and profits earned by the decedent dur- 
ing the taxable year of death, to the extent that the United States 
may tax such amounts under the Convention (e.g., dividends re- 
ceived from a U.S. corporation and, wages from the performance of 
personal services, in the United States). 


Where the value of the decedent’s entire gross estate exceeds $1.2 
million, subparagraph 6(a)(ii) allows a credit against the Canadian 
income tax on any income, profits, or gains from any U.S. situs 
property, in addition to any credit allowed by subparagraph 6(a)(i). 
This provision is broader in scope than is the general rule under 
subparagraph 6(a)(i), because the United States has retained the 
right to impose its estate tax on all types of property in the case of 
larger estates. 


Subparagraph 6(b) provides rules for a second category of cases — 
where the. U.S: tax is imposed upon the death. of the surviving 
spouse. In, these cases, Canada agrees to allow a credit against the 
Canadian tax payable by _a trust for its taxable year during which the 
surviving spouse dies on any income, profits, or gains (1) arising in 
the United States on U.S. situs real property or business property, or 
(ii) from property situated in the United States. These rules are in- 
tended to provide a credit for taxes imposed as a result of the death 
of the surviving spouse in situations involving trusts. To the extent 
that taxes are imposed on the estate of the surviving spouse, subpar- 
agraph 6(a) would apply as well. In addition, the competent authori- 
ties are authorized to provide relief from double taxation in certain 
additional citcumstances involving trusts, as described above in 
connection with Article 14 of the Protocol. 


The credit allowed under paragraph 6 is subject to certain condi- 
tions. First, where the decedent was a U.S. citizen or former citizen 
(described in paragraph 2 of Article XXIX (Miscellaneous Rules)), 
paragraph 6 does not obligate Canada to provide a credit for U.S. 
taxes in excess of the amount of U.S. taxes that would have been 
payable if the decedent had not been a U.S. citizen or former citi- 
zen. Second, the credit allowed under paragraph 6 will be computed 
after taking into account any deduction for U.S. income tax pro- 
vided under paragraph 2(a), 4(a), or 5(b) of Article XXIV (Elimina- 
tion of Double Taxation). This clarifies that no double credit will be 
allowed for any amount and provides an ordering rule. Finally, be- 
cause Canadian domestic law does not contain a definition of US. 
situs property for death tax purposes, such a definition is provided 
for purposes of paragraph 6. To maximize coordination of the credit 
provisions, the Contracting States agreed to follow the U.S. estate 
tax law definition as in effect on the date of signature of the Proto- 
col and, subject to competent authority agreement, as it may be 
amended in the future. 


7. In determining the amount of estate tax imposed 
by the United States on the estate of an individual 
who was a resident or citizen of the United States at 
the time of death, or upon the death of a surviving 
spouse with respect to a qualifed domestic trust cre- 
ated by such an individual or the individual’s execu- 
tor or surviving spouse, a credit shall be allowed 
against such tax imposed in respect of property situ- 
ated outside the United States, for the federal and 
provincial income taxes payable in Canada in respect 
of such property by reason of the death of the indi- 
vidual or, in the case of a qualified domestic trust, 
the individual’s surviving spouse. Such credit shall 
be computed in accordance with the following rules: 


(a) a credit otherwise allowable under this para- 
graph shall be allowed regardless of whether the 
identity of the taxpayer under the law of Canada 
corresponds to that under the law of the United 


2649 


Art. XXIX B 


States; 


(b) the amount of a credit allowed under this par- 
agraph shall be computed in accordance with the 
provisions and subject to the limitations of the 
law of the United States regarding credit for for- 
eign death taxes (as it may be amended from time 
to time without changing the general principle 
hereof), as though the income tax imposed by 
Canada were a creditable tax under that law; 


(c) a credit may be claimed under this paragraph 
for an amount of federal or provincial income tax 
payable in Canada only to the extent that no 
credit or deduction is claimed for such amount in 
determining any other tax imposed by the United 
States, other than the estate tax imposed on prop- 
erty in a qualified domestic trust upon the death 
of the surviving spouse. 


Technical Explanation [1995 Protocol]: 
Credit for Canadian taxes 


Under paragraph 7, the United States agrees to allow a credit 
against U.S. Federal estate tax imposed on the estate of a U.S. resi- 
dent or U.S. citizen decedent, or upon the death of a surviving 
spouse with respect to a qualified domestic trust created by such a 
decedent (or the decedent’s executor or surviving spouse). The 
credit is allowed for Canadian Federal and provincial income taxes 
imposed at death with respect to property of the estate or trust that is 
situated outside of the United States. As in the case under paragraph 
6, the competent authorities also are authorized to provide relief 
from double taxation in certain cases involving trusts (see discus- 
sion of Article 14, above). 


The amount of the credit generally will be determined as though the 
income tax imposed by Canada were a creditable tax under the U.S. 
estate tax provisions regarding credit for foreign death taxes, in ac- 
cordance with the provisions and subject to the limitations of Inter- 
nal Revenue Code section 2014. However, subparagraph 7(a) clari- 
fies that a credit otherwise allowable under paragraph 7 will not be 
denied merely because of inconsistencies between U.S. and Cana- 
dian law regarding the identity of the taxpayer in the case of a par- 
ticular taxable event. For example, the fact that the taxpayer is the 
decedent’s estate for purposes of U.S. estate taxation and the dece- 
dent for purposes of Canadian income taxation will not prevent the 
allowance of a credit under paragraph 7 for Canadian income taxes 
imposed by reason of the death of the decedent. 


In addition, subparagraph 7(c). clarifies that the credit against the 
U.S. estate tax generally may be claimed only to the extent that no 
credit or deduction is claimed for the same amount of Canadian tax 
in determining any other U.S. tax. This makes clear, for example, 
that a credit may not be claimed for the same amount under both 
this provision and Article XXIV (Ehmination of Double Taxation). 
To prevent double taxation, an exception to this restriction is pro- 
vided for certain taxes imposed with respect to qualified domestic 
trusts. Subject to the limitations of subparagraph 7(c), the taxpayer 
may choose between relief under Article XXIV, relief under this 
paragraph 7, or some combination of the two. 


8. Provided that the value, at the time of death, of the 
entire gross estate wherever situated of an individual 
who was a resident of Canada (other than a citizen of 
the United States) at the time of death does not ex- 
ceed 1.2 million U.S dollars. or its equivalent in Ca- 
nadian dollars, the United States may impose its es- 
tate tax upon property forming part of the estate of 
the individual only if any gain derived by the indi- 
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vidual from the alienation of such property would 
have been subject to income taxation by the United 
States in accordance with Article XIII (Gains). 


Technical Explanation [1995 Protocol]: 
Relief for small estates 


Under paragraph 8, the United States agrees to limit the application 
of its estate tax in the case of certain small estates of Canadian resi- 
dent decedents. This provision is intended to eliminate the “trap for 
the unwary” that exists for such decedents, in the absence of an es- 
tate tax convention between the United States and Canada. In the 
absence of sophisticated estate tax planning, such decedents may in- 
advertently subject their estates to U.S. estate tax liability by hold- 
ing shares of U.S. corporate stock or other U.S. situs property. U.S. 
resident decedents are already protected in this regard by the provi- 
sions of Article XIII (Gains) of the present Convention, which pro- 
hibit Canada from imposing its income tax on gains deemed real- 
ized at death by U.S. residents on such property. 


Paragraph 8 provides relief only in the case of Canadian resident 
decedents whose entire gross estates wherever situated (i.e., world- 
wide gross estates determined under U.S. law) have a value, at the 
time of death, not exceeding $1.2 million. Paragraph 8 provides that 
the United States may impose its estate tax upon property forming 
part of such estates only if any gain on alienation of the property 
would have been subject to U.S. income taxation under Article XIII 
(Gains). For estates with a total value not exceeding $1.2 million, 
this provision has the effect of permitting the United States to im- 
pose its estate tax only on real property situated in the United States, 
within the meaning of Article XIII, and personal property forming 
part of the business property of a U.S. permanent establishment or 
fixed base. 


Saving clause exceptions 

Certain provisions of Article XXIX B are included in the list of ex- 
ceptions to the general “saving clause” of Article XXIX (Miscella- 
neous Rules), as amended by Article 17 of the Protocol. To the ex- 
tent that an exception from the saving clause is provided for a 
provision, each Contracting State is required to allow the benefits of 
that provision to its residents (and, in the case of the United States, 
its citizens), notwithstanding the saving clause. General saving 
clause exceptions are provided for paragraphs 1, 5, and 6 of Article 
XXIX B. Saving clause exceptions are provided for paragraphs 2, 3, 
4, and 7, except for the estates of former U;S. citizens referred to in 
paragraph 2 of Article XXIX. 


Effective dates 


Article 21 of the Protocol contains special retrospective effective 
date provisions for paragraphs 2 through 8 of Article XXIX B and 
certain related provisions of the Protocol. Paragraphs 2 through 8 of 
Article XXIX B and the specified related provisions generally will 
take effect with respect to deaths occurring after the date on which 
the Protocol enters into force (i.e., the date on which the instruments 
of ratification are exchanged). However, the benefits of those provi- 
sions will also be available with respect to deaths occurring after 
November 10, 1988, provided that a claim for refund due as a result 
of these provisions is filed by the later of one year from the date on 
which the Protocol enters into force or the date on which the appli- 
cable period for filing such a claim expires under the domestic law 
of the Contracting State concerned. The general effective dates set 
forth in Article 21 of the Protocol otherwise apply. 


It is unusual for the United States to agree to retrospective effective 
dates. In this case, however, the negotiators believed that retrospec- 
tive application was not inappropriate, given the fact that the 
TAMRA provisions were the impetus for negotiation of the Proto- 
col and that the negotiations commenced soon after the enactment 
of TAMRA. The United States has agreed to retrospective effective 
dates in certain other instances (e.g., in the case of the U.S.-Ger- 
many estate tax treaty). The retrospective effective dates apply re- 
ciprocally, so that they will benefit the estates of U.S. decedents as 
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well as Canadian decedents. 


Related Provisions [Art. XXIX B]: ITA 60(d) — Deduction for 
interest accruing on estate taxes; Art. II:2(b)(iv) — Application. to 
U.S. estate taxes; Art. XXVI:3(g) — Competent authority agree- 
ment to eliminate double taxation. 


History [Art. XXIX B]: Art. XXIX B added by 1995 Protocol, 
article 19, generally effective for deaths after November 10, 1988, 


provided refund claims that would otherwise be too late are filed by 


November 9, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol” above.) 


Article XXX — Entry Into Force 


1. This Convention shall be subject to ratification in 
accordance with the applicable procedures of each 
Contracting State and instruments of ratification 
shall be exchanged at Ottawa as soon as possible. 
Technical Explanation [1984]: 


Paragraph 1 provides that the Convention is subject to ratification in 
accordance with the procedures of Canada and the United States. 
The exchange of instruments of ratification is to take place. at Ot- 
tawa as soon as possible. 


2. The Convention shall enter into force upon the ex- 
change of instruments of ratification and, subject to 
the provisions of paragraph 3, its. provisions shall 
have effect: 


(a) for tax withheld at the source on income re- 
ferred to in Articles X (Dividends), XI (Interest), 
XII (Royalties) and XVIII (Pensions and Annui- 
ties), with respect to amounts paid or credited on 
or after the first day of the second month next fol- 
lowing the date on which the Convention enters 
into force; 


(b) for other taxes, with respect to taxable years 
beginning on or after the first day of January next 
following the date on which the Convention en- 
ters into force; and 


(c) notwithstanding the provisions of subpara- 
graph (b), for the taxes covered by paragraph 4 of 
Article XXIX (Miscellaneous Rules) with respect 
to all taxable years referred to in that paragraph. 


Technical Explanation [1984]: 


Paragraph 2 provides, subject to paragraph 3, that the Convention 
shall enter into force upon the exchange of instruments of ratifica- 
tion. It has effect, with respect to source State taxation of dividends, 
interest, royalties, pensions, annuities, alimony, and child support, 
for amounts paid or credited on or after the first day of the second 
calendar month after the date on. which the instruments of ratifica- 
tion are exchanged. For other taxes, the Convention takes effect for 
taxable years beginning on. or after January 1 next following the 
date when instruments of ratification are exchanged. In the case of 
relief from United States social security taxes provided by para- 
graph 4 of Article XXIX (Miscellaneous Rules), the Convention 
also has effect for taxable years before the date on which instru- 
ments of ratification are exchanged. 


3. For the purposes of applying the United States for- 
eign tax credit in relation to taxes paid or accrued to 


Canada: 
(a). notwithstanding. the provisions of paragraph 
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2(a) of Article If (Taxes Covered), the tax on 
1971 undistributed income on hand imposed by 
Part IX of the Income Tax Act of Canada shall be 
considered to be an income tax for distributions 
made on or after the first day of January 1972 and 
before the first day of January 1979 and shall be 
considered to be imposed upon the recipient of a 
distribution, in the proportion that the distribution 
out of undistributed income with respect to which 
the tax has been paid bears to 85 per cent of such 
undistributed income; 


(b) the principles of paragraph 6 of Article XXIV 
(Elimination of Double Taxation) shall have ef- 
fect for taxable years beginning on or after the 
first day of January 1976; and 


(c) the provisions of paragraph 1 of Article XXIV 
shall have effect for taxable years beginning on 
or after the first day of January 1981. 


Any claim for refund based on the provisions of this 
paragraph may be filed on or before June 30 of the 
calendar year following that in which the Conven- 
tion enters into force, notwithstanding any rule of 
domestic law to the contrary. 


History: Para. 3 amended by 1983 Protocol, article XIV. 
Technical Explanation [1984]: 


Paragraph 3 provides special effective date rules for foreign tax 
credit computations with respect to taxes paid or accrued to Canada. 
Paragraph 3(a) provides that the tax on 1971 undistributed income 
on hand imposed by Part IX of the Income Tax Act of Canada is 
considered to be an “income tax” for distributions made on or after 
January 1, 1972 and before January 1, 1979. Any such tax which is 
paid or accrued under U.S. standards is considered to be imposed at 
the time of distribution and on the recipient of the distribution, in 
the proportion that the distribution out of undistributed income with 
respect to which the tax has been paid bears to 85 percent of such 
undistributed income. A person claiming a credit for tax pursuant to 
paragraph 3(a) is obligated to compute the amount of the credit in 
accordance with that paragraph. 


Paragraph 3(b) provides that the principles of paragraph 6 of Article 
XXIV (Elimination of Double Taxation), which provides for 
resourcing of certain dividend, interest, and royalty income to elimi- 
nate double taxation of U.S. citizens residing in Canada, have effect 
for taxable years beginning on or after January 1, 1976. The para- 
graph is intended to grant the competent authorities sufficient flexi- 
bility to address certain practical problems that have arisen under 
the 1942 Convention. It is anticipated that the competent authorities 
will be guided by paragraphs 4 and 5 of Article XXIV in applying 
paragraph 3(b) of Article XXX. Paragraph 3(c) provides that the 
provisions of paragraph | of Article XXIV (and the source rules of 
that Article) shall have effect for taxable years beginning on or after 
January 1, 1981. 


Any claim for refund based on the provisions of paragraph 3 may be 
filed on or before June 30 of the calendar year following the year in 
which instruments of ratification are exchanged, notwithstanding 
statutes of limitations or other rules of domestic law to the contrary. 
For purposes of Code section 6611, the date of overpayment is the 
date on which instruments of ratification are exchanged, with re- 
spect to any refunds of U.S. tax pursuant to paragraph 3. 


4. Subject to the provisions of paragraph 5, the 1942 
Convention shall cease to have effect for taxes for 
which this Convention has effect in accordance with 
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the provisions of paragraph 2. 
Technical Explanation [1984]: 


Paragraph 4 provides that, subject to paragraph 5, the 1942 Conven- 
tion ceases to have effect for taxes for which the Convention has 
effect under the provisions of paragraph 2. For example, if under 
paragraph 2 the Convention were to have effect with respect to 
taxes withheld at source on dividends paid as of October 1, 1984, 
the 1942 Convention will not have effect with respect to such taxes. 


5. Where any greater relief from tax would have 
been afforded by any provision of the 1942 Conven- 
tion than under this Convention, any such provision 
shall continue to have effect for the first taxable year 
with respect to which the provisions of this Conven- 
tion have effect under paragraph 2(b). 


Technical Explanation [1984]: 


Paragraph 5 modifies the rule of paragraph 4 to allow all of the pro- 
visions of the 1942 Convention to continue to have effect for the 
period through the first taxable year with respect to which the provi- 
sions of the Convention would otherwise have effect, under para- 
graph 2(b), if greater relief from tax is available under the 1942 
Convention than under the Convention. Paragraph 5 applies to all 
provisions of the 1942 Convention, not just those provisions of the 
Convention for which the Convention takes effect under paragraph 
2(b) of this Article. Thus, for example, assume that the Convention 
has effect, pursuant to paragraph 2(b), for taxable years of a tax- 
payer beginning on or after January 1, 1985. Further assume that a 
U.S. resident with a taxable year beginning on April 1 and ending 
on March 31 receives natural resource royalties from Canada which 
are subject to a 25% tax under Article VI (Income from Real Prop- 
erty) of the Convention, as amended by the Protocol, and Canada’s 
internal law, but which would be subject to a 15% tax under Article 
XI of the 1942 Convention. Pursuant to paragraph 5, the greater 
benefits of the 1942 Convention would continue to apply to royal- 
ties paid or credited to the U.S. resident through March 31, 1986. 


6. The 1942 Convention shall terminate on the last 
date on which it has effect in accordance with the 
preceding provisions of this Article. 


Technical Explanation [1984]: 


Paragraph 6 provides that the 1942 Convention terminates on the 
last of the dates on which it has effect in accordance with the provi- 
sions of paragraphs 4 and 5. 


7. The Exchange of Notes between the United States 
and Canada dated August 2 and September 17, 1928, 
providing for relief from double income taxation on 
shipping profits, is terminated. Its provisions shall 
cease to have effect with respect to taxable years be- 
ginning on or after the first day of January next fol- 
lowing the date on which this Convention enters into 
force. 

Technical Explanation [1984]: 

Paragraph 7 terminates the Exchange of Notes between the United 
States and Canada of August 2 and September 17, 1928 providing 
for relief from double taxation of shipping profits. The provisions of 
the Exchange of Notes no longer have effect for taxable years be- 
ginning on or after January 1 following the exchange of instruments 
of ratification of the Convention. The 1942 Convention, in Article 
V, had suspended the effectiveness of the Exchange of Notes. 


8. The provisions of the Convention between the 
Government of Canada and the Government of the 
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United States of America for the Avoidance of 
Double Taxation and the Prevention of Fiscal Eva- 
sion with Respect to Taxes on the Estates of De- 
ceased Persons signed at Washington on February 
17, 1961 shall continue to have effect with respect to 
estates of persons deceased prior to the first day of 
January next following the date on which this Con- 
vention enters into force but shall cease to have ef- 
fect with respect to estates of persons deceased on or 
after that date. Such Convention shall terminate on 
the last date on which it has effect in accordance 
with the preceding sentence. 


Technical Explanation [1984]: 


Paragraph 8 terminates the Convention between Canada and the 
United States for the Avoidance of Double Taxation with Respect to 
Taxes on the Estates of Deceased Persons signed on February 17, 
1961. The provisions of that Convention cease to have effect with 
respect to estates of persons deceased on or after January 1 of the 
year following the exchange of instruments of ratification of the 
Convention. 

Interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada by residents of the United States. 


Article XXXI — Termination 


1. This Convention shall remain in force until termi- 
nated by a Contracting State. 


Technical Explanation [1984]: 


Paragraph 1 provides that the Convention shall remain in force until 
terminated by Canada or the United States. 


2. Either Contracting State may terminate the Con- 
vention at any time after 5 years from the date on 
which the Convention enters into force provided that 
at least 6 months’ prior notice of termination has 
been given through diplomatic channels. 


Technical Explanation [1984]: 


Paragraph 2 provides that either Canada or the United States may 
terminate the Convention at any time after 5 years from the date on 
which instruments of ratification are exchanged, provided that no- 
tice of termination is given through diplomatic channels at least 6 
months prior to the date on which the Convention is to terminate. 


3. Where a Contracting State considers that a signifi- 
cant change introduced in the taxation laws of the 
other Contracting State should be accommodated by 
a modification of the Convention, the Contracting 
States shall consult together with a view to resolving 
the matter; if the matter cannot be satisfactorily re- 
solved, the first-mentioned State may terminate the 
Convention in accordance with the procedures set 
forth in paragraph 2, but without regard to the 5 year 
limitation provided therein. 


Technical Explanation [1984]: 


Paragraph 3 provides a special termination rule in situations where 
Canada or the United States changes its taxation laws and the other 
Contracting State believes that such change is significant enough to 
warrant modification of the Convention. In such a circumstance, the 
Canadian Ministry of Finance and the United States Department of 
the Treasury would consult with a view to resolving the matter. If 
the matter cannot be satisfactorily resolved, the Contracting State 
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requesting an accommodation because of the change in the other 
Contracting State’s*taxation laws may terminate the Convention by 
giving the 6 months’ prior notice required by paragraph 2, without 
regard to whether the Convention has been in force for 5 years. 


4. In the event the Convention is terminated, the 
Convention shall cease to have effect: 


(a) for tax withheld at the source on income re- 
ferred to in Articles X (Dividends), XI (Interest), 
XII (Royalties), XVIII (Pensions and Annuities) 
and paragraph 2 of Article XXII (Other Income), 
with respect to amounts paid or credited on or af- 
ter the first day of January next following the ex- 
piration of the 6 months’ period referred to in 
paragraph 2; and | 
(b) for other taxes, with respect to taxable years 
beginning on or after the first day of January next 
following the expiration of the 6 months’ period 
referred to in paragraph 2. | 
Technical Explanation [1984]: 
Paragraph 4 provides that, in the event of termination, the Conven- 
tion ceases to have effect for tax withheld at source under Articles 
X. (Dividends), XI (Interest), XII (Royalties), and XVIII (Pensions 
and Annuities), and under paragraph 2 of Article XXII (Other In- 
come), with respect to amounts paid or credited on or after the first 
day of January following the expiration of the 6 month period re- 
ferted to in paragraph 2. In the case of other taxes, the Convention 
shall cease to have effect in the event of termination with respect to 
taxable years beginning on or after January 1 following the expira- 
tion of the 6 month period referred to in paragraph 2. 


Execution and Competent Authorities Letter 


September 26, 1980 
Excellency: 


I have the honor to refer to the Convention between 
the United States of America and Canada with Re- 
spect to Taxes on Income and on Capital, signed to- 
day, and to confirm certain understandings reached 
between the two Governments with respect to the 
Convention. 


1. In French, the term “société” also means a “corpo- 
ration” within the meaning of Canadian law. 


2. The competent authorities of each of the Con- 
tracting States shall review the procedures and re- 
quirements for an organization of the other Con- 
tracting State to establish its status as a religious, 
scientific, literary, educational or charitable organi- 
zation entitled to exemption under paragraph 1 of 


Art. XXXI 


Article XXI (Exempt. Organizations), or as an eligi- 


| ble recipient of the charitable contributions or gifts 


referred to in paragraphs 5 and 6 of Article XXI, 
with a view to avoiding duplicate application by 
such organizations to the administering agencies of 
both Contracting States. If a Contracting State deter- 
mines that the other Contracting State maintains pro- 
cedures to determine such status and rules for quali- 
fication that are compatible with such procedures 
and rules of the first-mentioned Contracting State, it 
is contemplated that such first-mentioned Con- 
tracting State shall accept the certification of the ad- 
ministering agency of the other Contracting State as 
to such status for the purpose of making the neces- 
sary determinations under paragraphs 1, 5 and 6 of 
Article XXI. 


It is further agreed that the term “family”, as used in 


/ paragraphs 5 and ‘6 of Article XXI, means an indi- 


vidual’s brothers and sisters (whether by whole or 
half-blood, or by adoption), spouse, ancestors, lineal 
descendants and adopted descendants. 


3. It is the position of Canada that the so-called “uni- 
tary apportionment” method used by certain states of 
the. United States to allocate income to United States 
offices or subsidiaries of Canadian companies results 
in inequitable taxation and imposes excessive admin- 
istrative burdens on Canadian companies doing busi- 
ness in those states. Under that method the profit of a 
Canadian company on its United States business is 
not determined on the basis of arm’s-length relations 
but is derived from a formula taking account of the 
income of the Canadian company and its worldwide 
subsidiaries as well as the assets, payroll and sales of 
all. such companies. For a Canadian multinational 
company with many subsidiaries in different coun- 
tries to have to submit its books and records for all 
of these companies to a state of the United States im- 
poses a costly burden. It 1s understood that the Sen- 
ate of the United States has not consented to any lim- 
itation on the taxing jurisdiction of the states by a 
treaty and that a provision which would have re- 
stricted the use of unitary apportionment in the case 
of United Kingdom corporations was recently re- 
jected by the Senate. Canada continues to’ be con- 
cerned about this issue as it affects Canadian mul- 
tinationals. If an acceptable provision on this subject 
can be devised, the United States agrees to reopen 
discussions with Canada on this subject. 
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Canada-—United Kingdom Income Tax Convention 
(Enacted in Canada by S.C. 1980-81-82-83, c. 44, Part X. 


The Canada-United Kingdom Income Tax Convention, as signed on September 8, 1978 and amended by a 
Protocol signed on April 15, 1980 and a second Protocol signed on October 16, 1985, is reproduced below. 


Background 


The Canada-United Kingdom Income Tax Convention as signed on September 8, 1978 and subsequently 
amended by the Protocol signed on April 15, 1980 (the “1980 Protocol’) and the Protocol signed on October 
16, 1985 (the “1985 Protocol”), is reproduced below. The Convention was brought into force on December 
17, 1980, the 1980 Protocol entered into force on December 18, 1980, and the 1985 Protocol entered into 
force on December 23, 1985. In accordance with Article 28 of the Convention and Article VI of the 1980 
Protocol, the provisions thereof have effect in Canada as follows: 


(a) in respect of tax withheld at the source.on amounts paid or credited to non-residents on or after Janu- 
ary 1, 1976; 


(b) in respect of other Canadian taxes, for the 1976 taxation year and subsequent years; 


(c) the provisions of Article 27A of the Convention, as added by Article IV of the Protocol, will have 
effect in Canada: 


(i) in respect of tax withheld at the source on amounts paid or credited to non-residents on or after 
January 1, 1981;.- 


(ii) in respect of other Canadian taxes for any taxation year beginning on or after January 1,.1981. 
The provisions of the 1985 Protocol have effect in Canada as follows: 


(a) for tax withheld at the source on income referred to in Articles 10, 11 and 12 of the Convention, as 
amended by the 1985 Protocol, with respect to amounts paid or credited on or after February 1, 1986; 


(b) in relation to payments referred to in Article 17 of the Convention, as amended by the 1985 Protocol, 
with respect to amounts paid on or after April 6, 1986; 


(c) in relation to all other provisions of the 1985 Protocol, for taxation years beginning on or after January 
1, 1986. 


The 1985 Protocol shall cease to be effective at such time as the Convention ceases to be effective in accor- 
dance with Article 29 of the Convention. ; 


CONVENTION BETWEEN THE GOVERNMENT OF CANADA AND THE GOVERNMENT OF 

THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND FOR THE _ 

AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL EVASION WITH 
RESPECT TO TAXES ON INCOME AND CAPITAL GAINS AS AMENDED 


The Government of Canada and the Government of the United Kingdom of Great Britain and Northern Ire- 
land, desiring to conclude a Convention for the avoidance of double taxation and the prevention of fiscal 
evasion with respect to taxes on income and capital gains, have agreed as. follows: 


Article 1— Personal Scope velopment land tax (hereinafter referred to as 


This Convention shall apply to persons who are re- “United Kingdom tax”). 
sidents of one or both of the Contracting States. 


; 2. The Convention shall apply also to any identical 

Article 2— Taxes Covered or substantially similar taxes which are imposed af- 

ter the date of signature of this Convention in addi- 

1. The taxes which are the subject of this Convention | tion to, or in place of, the existing taxes by either 

are: Contracting State or by the Government of any terri- 

(a) in Canada: tory to which the present Convention is extended 

under Article 26. The Contracting States shall notify 

each other of changes which have been made in their 
respective taxation laws. 


the income taxes which are imposed by the Gov- 
ernment of Canada, (hereinafter referred to as 
“Canadian tax”); 


(b) in the United Kingdom of Great Britain and N ee 
Northern Ireland: Article 3 — General Definitions 


the income tax, the corporation tax, the capital 
gains tax, the petroleum revenue tax and the de- | 1. In this Convention, unless the context otherwise 
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requires: 
(a) 


(i) the term “Canada” used in a geographical 
sense, means the territory of Canada, includ- 
ing any area beyond the territorial waters of 
Canada which is an area where Canada may, 
in accordance with its national legislation and 
international law, exercise sovereign rights 
with respect to the sea-bed and sub-soil and 
their natural resources; 


(ii) the term “United Kingdom” means Great 
Britain and Northern Ireland, including an 
area outside the territorial sea of the United 
Kingdom which in accordance with interna- 
tional law has been or may be hereafter desig- 
nated, under the laws of the United Kingdom 
concerning the Continental Shelf, as an area 
within which the rights of the United King- 
dom with respect to the sea-bed and sub-soil 
and their natural resources may be exercised; 


(b) the terms “a Contracting State” and “the other 
Contracting State” means, as the context requires, 
Canada or the United Kingdom; 


(c) the term “person comprises an individual, a 
company, any entity treated as a unit for tax pur- 
poses or any other body of persons; 


(d) the term “company” means any body corpo- 
rate or any other entity which is treated as a body 
corporate for tax purposes, in French, the term 
“société” also means a “corporation” within the 
meaning of Canadian law; 


(e) the terms “enterprise of a Contracting State” 
and “enterprise of the other Contracting State” 
mean respectively an enterprise carried on by a 
resident of a Contracting State and an enterprise 
carried on by a resident of the other Contracting 
State; 

(f) the term “competent authority” means: 


(i) in the case of Canada, the Minister of Na- 
tional Revenue or his authorised 
representative, 


(ii) in the case of the United Kingdom, the 
Commissioners of Inland Revenue or their 
authorised representative; 


(g) the term “tax” means Canadian tax or United 
Kingdom tax, as the context requires; 


(h) the term “national” means: 


(i) in relation, to the United Kingdom all. citi- 
zens of the United Kingdom and Colonies, 
British Subjects under Sections 2, 13(1) or 16 
of the British Nationality Act 1948, and Brit- 
ish Subjects by virtue of Section 1 of the Brit- 
ish Nationality Act 1965, provided they are 
patrial within the meaning of the Immigration 
Act 1971, so far.as these provisions are 1n 
force on the date of entry into force of this 


Art. 4 


Convention or have been modified only in mi- 
nor respects, so as not to affect their general 
character; and all legal persons, partnerships, 
and associations deriving their status as such 
from the law in force in the United Kingdom; 


(ii) in relation to Canada, all citizens of Can- 
ada and all legal persons, partnerships and as- 
sociations deriving their status as such from 
the law in force in Canada. 


2. As regards the application of the Convention by a 
Contracting State any term not otherwise defined 
shall, unless the context otherwise requires, have the 
meaning which it has under the laws of that Con- 
tracting State relating to the taxes which are the sub- 
ject of the Convention. 


Article 4— Fiscal Domicile 


1. For the purposes of this Convention, the term 
“resident of a Contracting State” means any person 
who, under the law of that State, is liable to taxation 
therein by reason of his domicile, residence, place of 
management or any other criterion of a similar na- 
ture. But this term does not include any person who 
is liable to tax in that Contracting State in respect 
only of income from sources therein. 


2. Where by reason of the provisions of paragraph 1 
an individual is a resident of both Contracting States, 
then his status shall be determined as follows: 


(a) he shall be deemed to be a resident of the 
Contracting State in which he has a permanent 
home available to him. If he has a permanent 
home available to him in both Contracting States, 
he shall be deemed to be a resident of the Con- 
tracting State with which his personal and eco- 
nomic relations are closer (centre of vital 
interests); 


(b) if the Contracting State in which he has his 
centre of vital interests cannot be determined, or 
if he has nota permanent home available to him 
in either Contracting State, he shall be deemed to 
be a resident of the Contracting State in which he 
has an habitual abode; 


(c) if he has an habitual abode in both Con- 
tracting States or in neither of them, he shall be 
deemed to be a resident of the Contracting State 
of which he is a national; 


(d) if he is a national of both Contracting States 
or of neither of them, the competent authorities of 
the Contracting States shall settle the question by 
mutual agreement. 


3. Where by reason of the provisions of paragraph | 
a person other than an individual is a resident of both 
Contracting States, the competent authorities of the 
Contracting States shall by mutual agreement en- 
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deavour to settle the question and to determine the 
mode of application of the Convention to such 
person. 


Article 5 — Permanent Establishment 


1. For the purposes of this Convention, the term 
“permanent establishment’ means a fixed place of 
business in which the business of the enterprise is 
wholly or partly carried on. 


2. The term “‘permanent establishment” shall include 
especially: 

(a) a place of management; 

(b) a branch; 

(c) an office; 

(d) a factory; 

(e) a workshop; 


(f) a mine, quarry or other place of extraction of 
natural resources; 


(g) a building site or construction or assembly 
project which exists for more than 12 months. 


3. The term “permanent establishment” shall not be 
deemed to include: 


(a) the use of facilities solely for the purpose of 
storage, display or delivery of goods or merchan- 
dise belonging to the enterprise; 


(b) the maintenance of a stock of goods or mer- 
chandise belonging to the enterprise solely for the 
purpose of storage, display or delivery; 


(c) the maintenance of a stock of goods or mer- 
chandise belonging to the enterprise solely for the 
purpose of processing by another enterprise; 


(d) the maintenance of a fixed place of business 
solely for the purpose of purchasing goods or 
merchandise, or for collecting information, for 
the enterprise; 


(e) the maintenance of a fixed place of business 
solely for the purpose of advertising, for the sup- 
ply of information, for scientific research, or for 
similar activities which have a preparatory or 
auxiliary character, for the enterprise. 


4. A person — other than an agent of independent 
status to whom paragraph 5 applies — acting in a 
Contracting State on behalf of an enterprise of the 
other Contracting State shall be deemed to be a per- 
manent establishment in the first-mentioned State if 
he has, and habitually exercises in that first-men- 
tioned State, an authority to conclude contracts in the 
name of the enterprise, unless his activities are lim- 
ited to the purchase of goods or merchandise for the 
enterprise. 


5. An enterprise of a Contracting State shall not be 
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deemed to have a permanent establishment in the 
other Contracting State merely because it carries on 
business in that other State through a broker, general 
commission agent or any other agent of an indepen- 
dent status, where such persons are acting in the or- 
dinary course of their business. 


6. The fact that a company which is a resident of a 
Contracting State controls or is controlled by a com- 
pany which is a resident of the other Contracting 
State, or which carries on business in that other State 
(whether through a permanent establishment or oth- 
erwise), shall not of itself constitute either company 
a permanent establishment of the other. 


Article 6 — income from Immovable 
Property 


1. Income from immovable property, including in- 
come from agriculture or forestry, may be taxed in 
the Contracting State in which such property is 
situated. 


2. For the purposes of this Convention, the term “‘im- 
movable property” shall be defined in accordance 
with the law of the Contracting State in which the 
property in question is situated. The term shall in any 
case include property accessory to immovable prop- 
erty, livestock and equipment used in agriculture and 
forestry, rights to which the provisions of general 
law respecting landed property apply, usufruct of im- 
movable property and rights to variable or fixed pay- 
ments as consideration for the working of, or the 
right to work, mineral deposits, sources and other 
natural resources; ships, boats and aircraft shall not 
be regarded as immovable property. 


3. The provisions of paragraph 1 shall apply to in- 
come derived from the direct use, letting, or use in 
any other form of immovable property and to profits 
from the alienation of such property. 


4. The provisions of paragraphs 1 and 3 shall also 
apply to income from immovable property of an en- 
terprise and to income from immovable property 
used for the performance of professional services. 


Article 7 — Business Profits 


1. The profits of an enterprise of a Contracting State 
shall be taxable only in that State unless the enter- 
prise carries on business in the other Contracting 
State through a permanent establishment situated 
therein. If the enterprise carries on or has carried on 
business as aforesaid, the profits of the enterprise 
may be taxed in the other State but only so much of 
them as is attributable to that permanent 
establishment. 
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2. Subject to the provisions of paragraph 3, where an 
enterprise of a Contracting State carries on business 
in the other Contracting State through a permanent 
establishment situated therein, there shall be attrib- 
uted to that permanent establishment profits which it 
might be expected to make if it were a distinct and 
separate enterprise engaged in the same or similar 
activities under the same or similar conditions and 
dealing wholly independently with the enterprise of 
which it is a permanent establishment. 


3. In the determination of the profits of a permanent 
establishment situated in a Contracting State, there 
shall be allowed as deductions expenses of the enter- 
prise (other than expenses which would not be de- 
ductible under the law of that State if the permanent 
establishment were a separate enterprise) which are 
incurred for the purposes of the permanent establish- 
ment including executive and general administrative 
expenses, whether incurred in the State in which the 
permanent establishment is situated or elsewhere. 


4, Insofar as it has been customary in a Contracting 
State to determine the profits to be attributed to a 
permanent establishment on the basis of an appor- 
tionment of the total profits of the enterprise to its 
various parts, nothing in paragraph 2 shall preclude 
that Contracting State from determining the profits 
to be taxed by such an apportionment as may be cus- 
tomary; the method of apportionment adopted shall, 
however, be such that the result shall be in accor- 
dance with the principles embodied in this Article. 


5. No profits shall be attributed to a permanent estab- 
lishment by reason of the mere purchase by that per- 
manent establishment of goods or merchandise for 
the enterprise. 


6. For the purposes of the preceding paragraphs, the 
profits to be attributed to the permanent establish- 
ment shall be determined by the same method year 
by year unless there is good and sufficient reason to 
the contrary. 


7. Where profits include items of income which are 
dealt with separately in other Articles of this Con- 
vention, the provisions of this Article shall not pre- 
vent the application of the provisions of those other 
articles with respect to the taxation of such items of 
income. 


Article 8 — Shipping and Air Transport 


1. Profits derived by an enterprise of a Contracting 
State from the operation of ships or aircraft in inter- 
national traffic shall be taxable only in that. State. 


2. Notwithstanding the provisions of paragraph 1 and 
Article 7, profits derived from the operation of ships 
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used principally to transport passengers or goods ex- 
clusively between places in a Contracting State may 
be taxed in that State. 


3. Notwithstanding the provisions of Article 7, prof- 
its of an enterprise of a Contracting State from the 
use, maintenance or rental of containers (including 
trailers and related equipment for the transport of 
containers) used for the transport of goods or mer- 
chandise in international traffic shall be taxable only 
in that State. 


4. The provisions of this Article shall also apply to 
profits derived by an enterprise of a Contracting 
State from its participation in a pool, a joint business 
or an international operating agency. 
History: Article 8 amended by 1985, Protocol to renumber former 
para. 3 as para. 4 and to add new para. 3. Former para. 3 read as 
follows: 
3. The provisions of paragraphs { and 2 shall also apply to 
profits referred to in those paragraphs derived by an enter- 
prise of a Contracting State from its participation in a pool, « 
joint business or in’ an international operating agency. 


Article 9 — Associated Enterprises 
Where 


(a) an enterprise of a Contracting State partici- 
pates directly or indirectly in the management, 
control ‘or capital of an enterprise of the other 
Contracting State, or 


(b) the same persons participate directly or indi- 
rectly in the management, control or capital of an 
enterprise of a Contracting State and an enter- 
prise of the other Contracting State, 


and in either case conditions are made or imposed 
between the two enterprises in their commercial or 
financial relations which differ from those which 
would: be made between independent enterprises, 
then any income, deductions, receipts or outgoings, 
which would, but for those conditions, have been at- 
tributed to one of the enterprises, but, by reason of 
those conditions, have not been so attributed may be 
taken into ‘account in computing the profits or losses 
of that enterprise and taxed accordingly. 


Article 10 — Dividends 


1. Dividends paid by a company which is a resident 
of Canada to a resident of the United Kingdom may 
be taxed’ in the United Kingdom. Such: dividends 
may also be taxed in Canada, and according to the 
laws of Cariada, but provided that the beneficial 
owner of the dividends is a resident of the United 
Kingdom the tax so charged shall not exceed: 


(a) 10 per cent of the gross amount of the divi- 
dends if the recipient is a company which con- 
trols, directly or indirectly, at least 10 per cent of 
the voting power in the company paying the 
dividends; 
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in its tax treaty beodaion: to reduce the withhold 
“direct” dividends from 10% to 5% over af 
ning in 1993. See under ITA. 212(2).] 


(b) 15 per cent of the gross amount of the divi- 


dends in all other cases. 


2. Dividends paid by a company which is a resident 
of the United Kingdom to a resident of Canada may 
be taxed in Canada. Such dividends may also be 
taxed in the United Kingdom, and according to the 
laws of the United Kingdom, but provided that the 
beneficial owner of the dividends is a resident of 
Canada the tax so charged shall not exceed 15 per 
cent of the gross amount of the dividends. 


3. However, as long as an individual resident in the 
United Kingdom is entitled to a tax credit in respect 
of dividends paid by a company resident in the 
United Kingdom, the following provisions of. this 
paragraph shall apply instead of the provisions of 
paragraph 2 of this Article: 


(a) 
(i) Dividends paid by a company which is a 
resident of the United Kingdom to a resident 
of Canada may be taxed in Canada. 


(ii) Where a resident of Canada is entitled to a 
tax credit in respect of such a dividend under 
sub-paragraph (b) of this paragraph, tax may 
also be charged in the United Kingdom and 
according to the laws of the United Kingdom, 
on the aggregate of the amount or value of 
that dividend and the amount of that tax credit 
at a rate not exceeding 15 per cent. 


(111) Where a resident of Canada is entitled to 
a tax credit in respect of such a dividend 
under sub-paragraph (c) of this paragraph, tax 
may also be charged in the United Kingdom 
and according to the laws of the United King- 
dom, on the aggregate of the amount or value 
of that dividend and the amount of that tax 
credit at a rate not exceeding 10 per cent. 

(iv) Except as provided in sub-paragraphs 
(a)(ii) and (a)(i11) of this paragraph, dividends 
paid by a company which is a resident of the 
United Kingdom to a resident of Canada who 
is the beneficial owner of those dividends 
shall be exempt from any tax which is charge- 
able in the United Kingdom on dividends. 


(b) A resident of Canada who receives a dividend 
from a company which is a resident of the United 
Kingdom shall, subject to the provisions of sub- 
paragraph (c) of this paragraph and provided he is 
the beneficial owner of the dividend, be entitled 
to the tax credit in respect thereof to which an in- 
dividual resident in the United Kingdom would 
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have been entitled had he received that dividend, 
and to the payment of any excess of such credit 
over his liability to United Kingdom tax. 


(c) The provisions of sub-paragraph (b) of this 
paragraph shall not apply where the beneficial] 
owner of the dividend is, or is associated with, a 
company which, either alone or together with one 
or more associated companies, controls, directly 
or indirectly, at least 10 per cent of the voting 
power in the company paying the dividend. In 
these circumstances a company which is a resi- 
dent of Canada and receives a dividend from a 
company which is a resident of the United King- 
dom shall, provided it is the beneficial owner of 
the dividend, be entitled to a tax credit equal to 
one-half of the tax credit to which an individual 
resident in the United Kingdom would have been 
entitled had he received that dividend, and to the 
payment of any excess of such credit over its lia- 
bility to United Kingdom tax. For the purpose of 
this sub-paragraph, two companies shall be 
deemed to be associated if one controls, directly 
or indirectly, more than 50 per cent of the voting 
power in the other company, or a third company 
controls more than 50 per cent of the voting 
power in both of them. 


4. The term “dividends” as used in this Article 
means income from shares, “jouissance” shares or 
“Jouissance” rights, mining shares, founders’ shares 
or other rights, not being debt-claims, participating 
in profits, as well as income assimilated to or treated 
in the same way as income from shares by the taxa- 
tion law of the State of which the company making 
the payment is a resident. 


5. The provisions of paragraphs 1, 2 and 3 shall not 
apply if the recipient of the dividends, being a resi- 
dent of a Contracting State, carries on business in the 
other Contracting State of which the company pay- 
ing the dividends is a resident, through a permanent 
establishment situated therein, or performs in that 
other State professional services from a fixed base 
situated therein, and the holding in respect of which 
the dividends are paid is effectively connected with 
such permanent establishment or fixed base. In such 
a case, the provisions of Article 7 or Article 14, as 
the case may be, shall apply. 


6. Where a company is a resident of only one Con- 
tracting State, the other Contracting State may not 
impose any tax on the dividends paid by the com- 
pany, except insofar as such dividends are paid to a 
resident of that other State or insofar as the holding 
in respect of which the dividends are paid is effec- 
tively connected with a permanent establishment or a 
fixed base situated in that other State, nor subject the 
company’s undistributed profits to a tax on undis- 
tributed profits, even if the dividends paid or the un- 
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distributed profits consist wholly or ‘partly of profits — 


or income arising in such other State. 


7. If a resident of Canada does not bear Canadian tax 
onidividends derived from a company which is a res- 


ident of the United Kingdom and owns 10 per cent — 


or more of the class of shares in respect of which the 
dividends are paid, then neither paragraph 2) nor 3 
shall apply to the dividends to the extent that they 
can have been paid only out of profits which the 


company paying the dividends earned or other in- | 


come which it received in a period ending twelve 
months or more before the relevant date. For the pur- 
poses of this paragraph the term “relevant date” 
means the date on which the beneficial owner of the 
‘dividends became the owner of 10 per cent or more 
of, the class of shares referred to above. . 


Provided that this paragraph shall not apply if the 
shares were acquired for bona fide commercial rea- 
sons and not primarily for the purpose of securing 
the benefit of this Article. 


History: Article 10 amended by 1985 Protocol to substitute para. | 
and subpara. 3(c), to add new subpara. 3(a)(ii1) and to renumber for- 
mer subpara. 3(a)(ili) as 3(a)(iv), adding reference in (iv) to new 
subpara: (a)(iii): Para. 1 and subpara. 3(c) formerly read: 
1. Dividends paid by a company which'is a resident of Can- 
ada toa resident of the United Kingdom may be taxed in the 
United Kingdom, Such dividends may also be taxed in Can- 
ada, and according to the laws of Canada, but provided that 
the beneficial owner of the dividends is a resident of the 
United Kingdom the tax so charged shall not exceed I5 per 
cent of the gross amount of the dividends. 


- (c) The provisions of subparagraph (b) of this paragraph 
shall not apply where the beneficial owner of. the divi- 
dend is a company which, either alone or together with 
one or more associated companies, controls directly or 
indirectly at least 10 per cent of the voting power in the 
company paying the dividend. For the purposes. of this 
subparagraph two companies shall be deemed to be asso- 
ciated if one is controlled directly or indirectly by the 
other or both are controlled directly or indirectly by a 
-- third company. 
Information Circulars: 76-12R4: Applicable rate of part XIII tax 
on amounts paid or credited to persons in treaty countries. 


Article 11 — Interest 


1. Interest arising in a Contracting State and paid toa 
resident of the other Contracting State may be taxed 
in that other State. 


+ However, such interest may be taxed in the Con- 
tracting State in which it arises, and according to the 
law of that State; but if the recipient is the beneficial 
owner of the interest, the tax so charged shall not ex- 
ceed 10 per cent of the gross amount of the interest. 


3. Notwithstanding, the provisions of paragraph 2.of 
this Article, | 
(a) Interest’ arising in the United Kingdom, and 
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paid to a resident of Canada shall be taxable only 
in- Canada if it is paid in respect of a loan made, 

_ guaranteed or insured, or a credit extended, guar- 
anteed or insured by the Export Development 
Corporation; and 


(b) Interest arising in Canada and paid to a resi- 
dent of the United Kingdom shall be taxable only 
in the United Kingdom if it is paid in respect of a 
loan made, guaranteed or insured, or a credit ex- 
tended, guaranteed or insured by the United 
Kingdom Export Credits Guarantee Department. 


4. (a) Notwithstanding the provisions of paragraph 2 
of this Article, interest arising in Canada and paid 
in respect of a bond, debenture or other similar 
obligation of the Government of Canada or of a 
political subdivision or local authority thereof 

‘shall, provided that the interest is beneficially 
owned by a resident of the United Kingdom, be 
taxable only in the United Kingdom; 


*'(b) Notwithstanding the provisions of Article 29 
Canada may, on or before the thirtieth day of 
June in any calendar year give to the United 
Kingdom notice of termination of this paragraph 
and in such event this paragraph shall cease to 
have effect in respect of interest paid on obliga- 
tions issued after 31 December of the calendar 
year in which the notice is given. 


5. The term “interest” as used in this Article means 
income from debt-claims of every kind, whether or 
not secured by mortgage, and whether or not carry- 
ing a right to participate in the debtor’s profits, and 
in particular, income from government securities and 
income from bonds or debentures, including premi- 
ums and prizes attaching to bonds or debentures, as 
well as income assimilated to income from money 
lent by the taxation law of the State in which the in- 
come arises. However, the term “interest” does not 
include income dealt with in Article 10. 


6. The provisions of paragraphs |, 2 and 4 of this 
Article shall not apply if the recipient of the interest, 
being a resident of a Contracting State, carries on 
business in the other Contracting State in which the 
interest arises through a permanent establishment sit- 
uated therein, or performs in that other State profes- 
sional services from a fixed base, situated therein, 
and the debt-claim in respect of which the interest is 
paid is effectively connected with such permanent 
establishment or fixed base. In such a case, the pro- 
visions of Article 7 or Article 14, as the case may be, 
shall apply. 


7. Interest shall be deemed to arise in a Contracting 
State when the payer is that State itself, a political 
subdivision, a local authority or a resident of that 
State, Where, however, the person paying the inter- 
est, whether he is a resident of a Contracting State or 
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not, has in a Contracting State a permanent establish- 
ment in connection with which the indebtedness on 
which the interest is paid was incurred, and that in- 
terest is borne by that permanent establishment, then 
such interest shall be deemed to arise in the Con- 
tracting State in which the permanent establishment 
is. situated. 


8. Where, owing to a special relationship between 
the payer and the person deriving the interest or be- 
tween both of them and some other person, the 
amount of the interest paid exceeds for whatever rea- 
son the amount which would have been paid in the 
absence of such relationship, the provisions of this 
Article shall apply only to the last-mentioned 
amount. In that case, the excess part of the payments 
shall remain taxable according to the law of each 
Contracting State, due regard being had to the. other 
provisions of this Convention. 


9. Any provision in the law of a Contracting State 
relating only to interest paid to a non-resident com- 
pany shall not operate so as to require such interest 
paid to a company which is a resident of the other 
Contracting State to be treated as a distribution of 
the company paying such interest. The preceding 
sentence shall not apply to interest paid to a com- 
pany which is a resident of a Contracting State in 
which more than 50 per cent of the voting power is 
controlled, directly or indirectly, by a person or per- 
sons resident in the other Contracting State. 


10. The provisions of paragraph 2 of this Article 
shall not apply to interest where the beneficial owner 
of the interest — 


(a) does not bear tax in respect thereof in Canada: 
and 


(b) sells (or makes a contract to sell) the holding 
from which the interest is derived within three 
months of the date on which such beneficial 
owner acquired that holding. 


History: Article 11 amended by 1985 Protocol to substitute “10 per 
cent” for “15 per cent” in para. 2 


Information Circulars: 76-12R4: Applicable rate of part XIII tax 
on amounts paid or credited to persons in treaty countries. 


Article 12 — Royalties 


1. Royalties arising in a Contracting State and paid 
to a resident of the other Contracting State may be 
taxed in that other State. 


2. However, such royalties may be taxed in the Con- 
tracting State in which they arise, and according to 
the law of that State; but if the recipient is the bene- 
ficial owner of the royalties the tax so charged shall 
not exceed 10 per cent of the gross amount of the 
royalties. 
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3. Notwithstanding the provisions of paragraph 2 of 
this Article, copyright royalties and other like pay- 
ments in respect of the production or reproduction of 
any literary, dramatic, musical or artistic work (but 
not including royalties in respect of motion pictures 
and works on film, videotape or other means of re- 
production for use in connection with television 
broadcasting) arising in a Contracting State and ben- 
eficially owned by a resident of the other Con- 
tracting State shall be taxable only in that other 
State. 


4. The term “royalties” as used in this Article means 
payments of any kind received as a consideration for 
the use of, or the right to use, any copyright, patent, 
trade mark, design or model, plan, secret formula or 
process, or for the use of, or the right to use, indus- 
trial, commercial or scientific equipment, or for in- 
formation concerning industrial, commercial or sci- 
entific experience, and includes payments of any 
kind in respect of motion pictures and works on film, 
videotape or other means of reproduction for use in 
comnection with television broadcasting. 


5. The provisions of paragraphs 1, 2 and 3 shall not 
apply if the recipient of the royalties, being a resi- 
dent of a Contracting State, carries on business in the 
other Contracting State in which the royalties arise 
through a permanent establishment situated therein, 
or performs in that other State professional services 
from a fixed base situated therein, and the right or 
property in respect of which the royalties are paid is 
effectively connected with such permanent establish- 
ment or fixed base. In such a case, the provisions of 
Article 7 or Article 14, as the case may be, shall 


apply. 


6. Royalties shall be deemed to arise in a Contracting 
State when the payer is that State itself, a political 
subdivision, a local authority or a resident of that 
State. Where, however, the person paying the royal- 
ties, whether he is a resident of a Contracting State 
or not, has in a Contracting State a permanent estab- 
lishment in connection with which the obligation to 
pay the royalties was incurred, and those royalties 
are borne as such by that permanent establishment, 
then such royalties shall be deemed to arise in the 
Contracting State in which the permanent establish- 
ment is situated. 


7. Where, owing to a special relationship between 
the payer and the person deriving the royalties or be- 
tween both of them and some other person, the 
amount of the royalties paid exceeds for whatever 
reason the amount which would have been paid in 
the absence of such relationship, the provisions of 
this Article shall apply only to the last-mentioned 
amount. In that case, the excess part of the payments 
shall remain taxable according to the law of each 
Contracting State, due regard being had to the other 


2660 


Art. 13 — Capital Gains 


provisions. of this Convention. 


History: Article 12 amended by 1985 Protocol to substitute in para. 
3. “Notwithstanding the provisions of paragraph 2 of this Article” 
for “Notwithstanding the provisions of paragraph 2” and to substi- 
tute, in paras. 3 and 4, “motion pictures and works on film, video- 
tape or other means of reproduction for use in connection with tele- 
vision broadcasting” for “motion picture films and works on film or 
videotape for use in connection with television”. 


Article 13 — Capital Gains 


1. Gains derived by a resident of a Contracting State 
from the alienation of immovable property situated 
in the other Contracting State may be taxed in that 
other State. 


2. Gains from the alienation of movable property 
forming part of the business property of a permanent 
establishment which an enterprise of a Contracting 
State has in the other Contracting State or of mova- 
ble property pertaining to a fixed base avaiiable to a 
resident of a Contracting State in the other Con- 
tracting State for the purpose of performing profes- 
sional services, including such gains from the aliena- 
tion of such a permanent establishment (alone or 
with the whole enterprise) or of such fixed base, may 
be taxed in that other State. 


3. Gains derived by a resident of a Contracting State 
from the alienation of ships or aircraft operated in 
international traffic or movable property pertaining 
to the operation of such ships or aircraft, shall be 
taxable only in that Contracting State. 


4. Gains from the alienation of: 


(a) any right, licence or privilege to explore for, 
drill for, or take petroleum, natural gas or other 
related hydrocarbons situated in a Contracting 
State, or 


(b) any right to assets to be produced in a Con- 
tracting State by the activities referred to in sub- 
paragraph (a) above or to interests in or to the 
benefit of such assets situated in a Contracting 
State, 


may be taxed in that State. 


5, Gains from the alienation of: 


(a) shares, other than shares quoted on an ap- 
proved stock exchange, deriving their value or 
the greater part of their value directly or indi- 
rectly from immovable property situated in a 
Contracting State or from any right referred to in 
paragraph 4 of this Article, or 


(b) an interest in a partnership or trust the assets 
of which consist principally of immovable prop- 
erty situated in a Contracting State, of rights re- 
ferred to in paragraph 4 of this Article, or of 
shares referred to in sub-paragraph (a) above, 
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may be taxed in that State. 


6. The provisions of paragraph 5 of this Article shall 

not apply: 
(a) in the case of shares, where immediately 
before the alienation of the shares, the alienator 
owned, or the alienator and any persons related to 
or connected with him owned, less than 10 per 
cent of each class of the share capital of the com- 
pany; or 
(b) in the case of an interest in a partnership or 
trust, where immediately before the alienation of 
the interest, the alienator was entitled to, or the 
alienator and any persons related to or connected 
with him were entitled to, an interest of less than 
10 per cent of the income and capital of the part- 
nership or trust. 


7. For the purposes of paragraph 5 of this Article: 


(a) the term “an approved stock exchange” means 
a stock exchange prescribed for the purposes of 
the Canadian Income Tax Act or a recognised 
stock exchange within the meaning of the United 
Kingdom Corporation Tax Acts; and 


(b) the term “immovable property” does not in- 
clude any property (other than rental property) in 
which the business of the company, partnership 
or trust was carried on. 


8. Gains from. the. alienation of any property, other 
than that referred to in paragraphs 1, 2, 3, 4 and 5 of 
this Article shall be taxable only in the Contracting 
State of which the alienator is a resident. 


9. The provisions of paragraph 8 of this Article shall 
not affect the right of a Contracting State to tax, ac- 
cording to its domestic law, gains derived by an indi- 
vidual who is a resident of the other Contracting 
State from the alienation of any property, if the 
alienator: 


(a) is a national of the first-mentioned Con- 
tracting State or was a resident of that State for 
15 years or more prior to the alienation of the 
property, and 

(b) was a resident of the first-mentioned Con- 
tracting State at any time during the five years 
immediately preceding such alienation. 


read as follows: 


1. Gains from the alienation of immovable property may be 
taxed in the Contracting State in which such property is 
situated, 

2. Gains from the alienation of movable property forming 


part of the business property of a permanent establishment 
which an enterprise of a Contracting State has in the other 
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Contracting State or of movable property pertaining to a fixed 
base available to a resident of a Contracting State in the other 
Contracting State for the purpose of performing professional 
services, including such gains from the alienation of such a 
permanent establishment (alone or together with the whole 
enterprise) or of such a fixed base may be taxed in the other 
State. However, gains derived by a resident of a Contracting 
State from the alienation of ships and aircraft operated in in- 
ternational traffic and movable property pertaining to the op- 
eration of such ships and aircraft, shall be taxable only in that 
Contracting State. 


5. For the purposes of paragraph 4 of this Article “an ap- 
proved stock exchange” means a stock exchange prescribed 
for the purposes of the Canadian Income Tax Act or a recog- 
nized stock exchange within the meaning of the United King- 
dom Corporation Tax Acts. 


6. Gains from the alienation of any property, other than those 
mentioned in paragraphs 1, 2, 3 and 4 shall be taxable only in 
the Contracting State of which the alienator is a resident. 


7. The provisions of paragraph 6 of this Article shall not af- 
fect the right of a Contracting State to tax, according to its 
domestic law, gains derived by an individual resident in the 
other Contracting State from the alienation of any property, if 
the alienator: 


(a) is a national of the first-mentioned Contracting State 
or was a resident of that State for 15 years or more prior 
to the alienation of the property and 


(b) was a resident of the first-mentioned Contracting 
State at any time during the five years immediately pre- 
ceding such alienation. 


Article 14 — Professional Services 


1. Income derived by a resident of a Contracting 
State in respect of professional services or other in- 
dependent activities of a similar character shall be 
taxable only in that State unless he has a fixed base 
regularly available to him in the other Contracting 
State for the purpose of performing his activities. If 
he has such a fixed base, the income may be taxed in 
the other Contracting State but only so much of it as 
is attributable to that fixed base. 


2. The term “professional services” includes inde- 
pendent scientific, literary, artistic, educational or 
teaching activities as well as the independent activi- 
ties of physicians, lawyers, engineers, architects, 
dentists and accountants. 


Article 15 — Dependent Personal 
Services 


1. Subject to the provisions of Articles 17 and 18, 
salaries, wages and other similar remuneration de- 
rived by a resident of a Contracting State in respect 
of an employment shall be taxable only in that State 
unless the employment is exercised in the other Con- 
tracting State. If the employment is so exercised, 
such remuneration as is derived therefrom may be 
taxed in that other State. 
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2. Notwithstanding the provisions of paragraph 1, re- 
muneration derived by a resident of a Contracting 
State in respect of an employment exercised in the 
other Contracting State shall be taxable only in the 
first-mentioned State if: 


(a) the recipient is present in the other State for a 
period or periods not exceeding in the aggregate 
183 days in the calendar year concerned, and 


(b) the remuneration is paid by, or on behalf of, 
an employer who is not a resident of the other 
State, and 


(c) the remuneration is not borne by a permanent 
establishment or a fixed base which the employer 
has in the other State. 


3. Notwithstanding the preceding provisions of this 
Article, remuneration in respect of an employment 
exercised aboard a ship or aircraft operated in inter- 
national traffic may be taxed in the Contracting State 
in which the place of effective management of the 
enterprise is situated. 


4. In relation to remuneration of a director of a com- 
pany derived from the company the preceding provi- 
sions of this Article shall apply as if the remunera- 
tion were remuneration of an employee in respect of 
employment, and as if reference to employer were 
references to the company. 


5. Where under the law of a Contracting State tax is 
required to be deducted and is so deducted from sal- 
aries, wages and other similar remuneration derived 
in respect of an employment exercised in that Con- 
tracting State, tax shall not be deducted therefrom on 
behalf of the other Contracting State. 


History: Para. 5 added by 1980 Protocol. 
Article 16 — Artistes and Athletes 


1. Notwithstanding the provisions of Articles 7, 14 
and 15, income derived by entertainers, such as thea- 
tre, motion picture, radio or television artistes, and 
musicians, and by athletes, from their personal actiy- 
ities as such may be taxed in the Contracting State in 
which these activities are exercised. 


| 2. Where income in respect of personal activities as 


such of an entertainer or athlete accrues not to that 
entertainer or athlete himself but to another person, 
that income may, notwithstanding the provisions of 
Articles 7, 14 and 15, be taxed in the Contracting 
State in which the activities of the entertainer or ath- 
lete are exercised. 


3. The provisions of paragraphs | and 2 shall not ap- 
ply: 
(a) to income derived from activities performed 
in a Contracting State by entertainers or athletes 
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if the visit to that Contracting State is wholly or 
substantially supported. by. public funds; 


(b) to a non-profit making organization no part of 
the income of which is payable, or is otherwise 
available for the personal benefit of, any proprie- 
tor, member or shareholder thereof; or 


(c) to an entertainer or athlete in respect of ser- 
vices provided to an organization referred to in 
sub-paragraph (b). : 


Article 17 — Pensions and Annuities 


1. Pensions arising in a Contracting State and paid to 
a resident of the other Contracting State who is the 
beneficial owner thereof shall be taxable only in that 
other State. 


2. Annuities arising in a Contracting State and. paid 
to a resident of the other Contracting State may be 
taxed in that other State. However, such annuities 
may also be taxed in the Contracting State in which 
they arise and according to the laws of that State, but 
if the recipient is the beneficial owner of the annui- 
ties the tax so charged shall not exceed 10 per cent 
of the portion thereof that is subject to tax in that 
State. 


3. For the purposes of this. Convention, the term 
“pension” includes any payment under a superannua- 
tion, pension or retirement plan, Armed Forces. re- 
tirement pay, war veterans pensions and allowances, 
and any payment under a sickness, accident or disa- 
bility plan, as well as any payment made under the 
social security legislation in a Contracting State, but 
does not include any payment under a superannua- 
tion, pension or retirement plan in settlement of all 
future entitlements under such a plan or any payment 
under an income-averaging annuity contract. 


4. For the purposes of this Convention, the term “an- 
nuity” means a stated sum payable periodically at 
stated times during life or during a specified or as- 
certainable period of time under an obligation to 


make the payments in return for adequate and full — 


consideration in money or money’s worth, but does 
not include a pension or any payment under a super- 
annuation, pension or retirement plan in settlement 
of all future entitlements under such a plan or any 
payment under an income-averaging annuity 
contract. 


5. Notwithstanding any other provision of this Con- 
vention, alimony and similar payments. arising ina 
Contracting State and paid to a resident of the other 
Contracting State who is. the beneficial owner 
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thereof shall be taxable only in that other State. 


History: Article 17 substituted by 1985 Protocol. Article 17 for- 
merly read: ae 


1. Pensions and annuities arising in a Contracting State and 
paid to a resident of the other Contracting State may be taxed 
in that other State. However, such pensions and annuities may 
also be taxed in the first-mentioned Contracting State, but of 
the total amount thereof paid in any year of assessment or 
taxation year to a resident-of the other Contracting State that 
first-mentioned Contracting State shall exempt from tax ten 
thousand Canadian dollars ($10,000) or five thousand pounds 
sterling (£5,000), whichever is the greater. For the purposes 
of this paragraph the term “pensions” does not include lump 
sum payments out of a pension plan. 


2. Notwithstanding the provisions of paragraph | of this Arti- 
cle, pensions paid out of public funds of the United Kingdom 
or Northern Ireland or of the funds of any local authority in 
the United Kingdom to any individual in respect of services 
rendered.to the Government of the United Kingdom.or North- 
ern Ireland or a local authority in the United Kingdom in the 
discharge of functions of a governmental nature may be taxed 
in the United Kingdom. 


3. The term “ annuity” means a stated sum payable periodi- 
cally at stated times during life or during a specified or ascer- 
tainable period of time under an obligation to make the pay- 
ments in return for adequate and full consideration in money 
or money’s worth, but does not include payments of any kind 
under an income-averaging annuity contract. 

4, Notwithstanding any other provision of this Convention, 
alimony and similar payments arising in a Contracting State 
and paid to a resident of the other Contracting State who is 


the beneficial owner thereof shall be taxable only in.that other 
State. 


Para. 1 substituted by 1980 Protocol. 
Article 18 — Government Service 


1. (a) Remuneration, other than a pension, paid by a 
Contracting State or a political subdivision or a 
local ‘authority thereof to any individual in re- 
spect of services rendered to that State or subdivi- 
sion or local authority thereof shall be taxable 
only in that State. 


(b) However, such remuneration shall be taxable 
only in the other Contracting State if the services 
are rendered in that State and the recipient is a 
resident of that State: who: 


(i) is a national of that State; or 


(ii) did not become. a resident of that State 
solely. for the purpose of performing the 
services. 


2. This Article shall not apply to remuneration in re- 
spect of services rendered in connection with any 
trade or business ‘carried;:on by one of the Con- 
tracting States or a political subdivision or a local 
authority: thereof. 


3. In this Article, the term “political subdivision” 
shall, in relation to. the, United Kingdom, include 
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Northern Ireland. 


Article 19 — Students 


Payments which a student, apprentice or business 
trainee who is or was immediately before visiting 
one of the Contracting States a resident of a Con- 
tracting State and who is present in the other Con- 
tracting State solely for the purpose of his education 
or training receives for the purpose of his mainte- 
nance, education or training shall not be taxed in that 
other State, provided that such payments are made to 
him from sources outside that other State. 


Article 20 — Estates and Trusts 


1. Income received from an estate or trust resident in 
Canada by a resident of the United Kingdom who is 
the beneficial owner thereof may be taxed in Canada 
according to its law, but the tax so charged shall not 
exceed 15 per cent of the gross amount of the 
income. 


2. The provisions of paragraph 1 of this Article shall 
not apply if the recipient of the income, being a resi- 
dent of the United Kingdom, carries on business in 
Canada through a permanent establishment situated 
therein, or performs in Canada professional services 
from a fixed base situated therein, and the right or 
interest in the estate or trust in respect of which the 
income is paid is effectively connected with such 
permanent establishment or fixed base. In such a 
case, the provisions of Article 7 or Article 14, as the 
case may be, shall apply. 


3. For the purposes of this Article, a trust does not 
include an arrangement whereby the contributions 
made to the trust are deductible for the purposes of 
taxation in Canada. 


History: Para. 3 added by 1985 Protocol. 


Article 21 — Elimination of Double 
Taxation 


1. In the case of Canada, double taxation shall be 
avoided as follows: 


(a) Subject to the existing provisions of the law 
of Canada regarding the deduction from tax paya- 
ble in Canada of tax paid in a territory outside 
Canada and to any subsequent modification of 
those provisions — which shall not affect the 
general principle hereof — and unless a greater 
deduction or relief is provided under the laws of 
Canada, tax payable in the United Kingdom on 
profits, income or gains arising in the United 
Kingdom shall be deducted from any Canadian 
tax payable in respect of such profits, income or 
gains. 


(b) Subject to the existing provisions of the law 
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of Canada regarding the determination of the ex- 
empt surplus of a foreign affiliate and to any sub- 
sequent modification of those provisions — 
which shall not affect the general principle 
hereof — for the purpose of computing Canadian 
tax, a company resident in Canada shall be al- 
lowed to deduct in computing its taxable income 
any dividend received by it out of the exempt sur- 
plus of a foreign affiliate resident in the United 
Kingdom. 

The terms “foreign affiliate” and “exempt surplus” 

shall have the meaning which they have under the 

Income Tax Act of Canada. 


2. in the case of the United Kingdom, double taxa- 
tion shall be avoided as follows: subject to the provi- 
sions of the law of the United Kingdom regarding 
the allowance as a credit against United Kingdom 
tax of tax payable in a territory outside the United 
Kingdom (which shall not affect the general princi- 
ple hereof): 


(a) tax payable under the laws of Canada and in 
accordance with this Convention, whether di- 
rectly or by deduction, on profits, income or 
chargeable gains from sources within Canada 
(excluding in the case of a dividend, tax payable 
in respect of the profits out of which the dividend 
is paid) shall be allowed as a credit against any 
United Kingdom tax computed by reference to 
the same profits, income or chargeable gains by 
reference to which the Canadian tax is computed; 
and 


(b) in the case of a dividend paid by a company 
which is a resident of Canada to a company 
which is resident in the United Kingdom and 
which controls directly or indirectly at least 10 
per cent of the voting power in the Canadian 
company, the credit shall take into account (in 
addition to any tax creditable under (a)) tax paya- 
ble under the laws of Canada by the company in 
respect of the profits out of which such dividend 
is paid. 


3. For the purposes of paragraphs 1 and 2 of this Ar- 
ticle, income, profits and capital gains owned by a 
resident of a Contracting State which are taxed in the 
other Contracting State in accordance with this Con- 
vention shall be deemed to arise from sources in that 
other Contracting State. 


4. Where profits on which an enterprise of a Con- 
tracting State has been charged to tax in that State 
are also included in the profits of an enterprise of the 
other State and the profits so included are profits 
which would have accrued to that enterprise of the 
other State if the conditions made between the enter- 
prises had been those which would have been made 
between independent enterprises dealing at arm’s 
length, the amount included in the profits of both en- 
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terprises shall be treated for the purposes of this Ar- 


ticle as income from a source in the other State of | 


the enterprise of the first-mentioned State and relief 
shall be given accordingly under the provisions of 
paragraph 1 or paragraph 2 of this Article. 

History: Para. 4 added by 1985 Protocol. 


Article 22 — Non-Discrimination 


1. The nationals of a Contracting State shall not be 
Subjected in the other Contracting State to any taxa- 
tion or any requirement connected therewith which 
is other or more. burdensome. than the taxation and 
connected requirements to which nationals of that 
other State in the same circumstances are or may be 
subjected. 


2. The taxation on a permanent establishment which 
an enterprise of a Contracting State has in the other 
Contracting State shall not be less favourably levied 
in that other State than the taxation levied on enter- 
prises of that other State carrying on the same activi- 
ties. This provision shall not be construed as. oblig- 
ing either Contracting State to grant to individuals 
not resident in its territory those personal allowances 
and reliefs for tax purposes which are by law availa- 
ble only to individuals who are so resident. 


3. Nothing in this Convention shall be construed as 
preventing a Contracting State from imposing on the 
earnings attributable to permanent establishments in 
that State of a company which is a resident of the 
other Contracting State, tax in addition to the tax 
which would be chargeable on the earnings of a 
company which is a resident of the first-mentioned 
State, provided that the rate of any additional tax so 
imposed shall not exceed 10 per cent of the amount 
of such earnings which have not been subjected to 
such additional tax in previous taxation years. 


4. For the purpose of paragraph 3 of this Article, the 
term “earnings” means the profits attributable to per- 
manent establishments in a Contracting State (in- 
cluding gains from the alienation of property form- 
ing part of the business property of such permanent 
establishments) in a year and previous years after de- 
ducting therefrom: 
(a) business losses attributable to such permanent 
establishments (including losses from the aliena- 
tion of property forming part of the business 
property of such permanent establishments) in 
such year and previous years; and 
(b) all taxes, other than the additional tax referred 
to in paragraph 3 of this Article, imposed on such 
profits in that State; and 
(c) the profits reinvested in that State, provided 
that where that State is°Canada, the amount of 
such deduction shall be determined in accordance 
with the existing provisions of the law of Canada 


Art, 23 


regarding the computation of the allowance in re- 
spect of investment in property in Canada, and 
any subsequent modification of those provisions 
which shall not affect the general principle 
thereof; and ; 5 5 


(d) five hundred thousand Canadian dollars 
($500,000) or two hundred and fifty thousand 
pounds sterling (£250,000), whichever is: the 
greater, less any amount deducted in that State 
under this subparagraph (d) by the company or a 
company associated therewith; for the purposes 
of this sybparagraph (d) a company is associated 
with another company if one of them directly or 
indirectly has control of the other or both are di- 
rectly or indirectly under the control of the same 
person, or if the two companies deal with each 
other not at arm’s length. 


5. In this Article, the term “taxation” means taxes 
which are the subject of this Convention. 

History: Para. 3 amended by 1985 Protocol to substitute “10 per 
cent” for “15 per cent”. 


Paras. 3, 4 substituted by 1980 Protocol. 


Article 23 — Mutual Agreemen 
Procedure . 


1. Where a resident of a Contracting State considers 
that the actions of one or both of the Contracting 
States result or will result for him in taxation not in 
accordance with this Convention, he may, without 
prejudice to the remedies provided by the national 
laws of those States, address to the competent au- 
thority of the Contracting State of which he is a resi- 
dent an application in writing stating the grounds for 
claiming the revision of such taxation. 


2. The competent authority referred to.in paragraph | 
shall endeavour, if the objection appears to, it to be 
justified and if it is not itself able to arrive at\an ap- 
propriate solution, to resolve the case by mutual 
agreement with the competent authority of the other 
Contracting State, with a view to the avoidance of 
taxation not in accordance with the Convention. 


3. The competent authorities of the Contracting State 
shall endeavour to resolve by mutual agreement any 
difficulties or doubts arising as to. the interpretation 
or application of the Convention. In particular, the 
competent authorities of the Contracting States may 
reach agreement on: 

(a) the same allocation of profits to a resident ofa 

Contracting State and its permanent establish- 

ment situated in the other Contracting State; 

(b) the same allocation of income between a resi- 

dent ofa Contracting State and any associated 

person provided for in Article 9. 


Related Provisions: ITA 115.1— Competent 
agreements. 


authority 
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Information Circulars: 71-17R4: Requests for competent author- 
ity consideration under mutual agreement procedures in income tax 
conventions. 


Article 24 — Exchange of Information 


1. The competent authorities of the Contracting 
States shall exchange such information (being infor- 
mation which is at their disposal under their respec- 
tive taxation laws in the normal course of adminis- 
tration) as is necessary for the carrying out of the 
provisions of this Convention or for the prevention 
of fraud or for the administration of statutory provi- 
sions against legal avoidance in relation to the taxes 
which are the subject of this Convention. Any infor- 
mation so exchanged shall be treated as secret and 
shall not be disclosed to persons other than persons 
(including a court or administrative tribunal) con- 
cerned with the assessment, collection or enforce- 
ment in respect of the taxes which are the subject of 
this Convention. No information as aforesaid shall 
be exchanged which would disclose any trade, busi- 
ness, industrial or professional secret or trade 
process. 


Article 25 — Diplomatic and Consular 
Officials 


1. Nothing in this Convention shall affect the fiscal 
privileges of members of diplomatic or consular mis- 
sions under the general rules of international law or 
under the provisions of special agreements. 


2. This Convention shall not apply to International 
Organizations, to organs or officials thereof and to 
persons who are members of a diplomatic or perma- 
nent mission or consular post of a third State, being 
present in a Contracting State and not treated in ei- 
ther Contracting State as residents in respect of taxes 
on income or capital gains. 


Article 26 — Extension 


1. This Convention may be extended, either in its en- 
tirety or with modifications to any territory for 
whose international relations either of the Con- 
tracting States is responsible, and which imposes 
taxes substantially similar in character to those 
which are the subject of this Convention and any 
such extension shall take effect from such date and 
subject to such modifications and conditions (includ- 
ing conditions as to termination) as may be specified 
and agreed between the Contracting States in notes 
to be exchanged for this purpose. 


2. The termination of this Convention under Article 
29 shall, unless otherwise expressly agreed by both 
Contracting States, terminate the application of this 
Convention to any territory to which it has been ex- 
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tended under this Article. 
Article 27 — Miscellaneous Rules 


1. The provisions of this Convention shall not be 
construed to restrict in any manner any exclusion, 
exemption, deduction, credit or other allowance now 
or hereafter accorded by the law of a Contracting 
State in the determination of the tax imposed by that 
Contracting State. 


2. Where under any provision of this Convention any 
person is relieved from tax in a Contracting State on 
certain income and, under the law in force in the 
other Contracting State, that person is subject to tax 
in that other State in respect of that income by refer- 
ence to the amount thereof which is remitted to or 
received in that other State, the relief from tax to be 
allowed under this Convention in the first-mentioned 
State shall apply only to the amounts so remitted or 
received. 


3. Nothing in this Convention shall be construed as 
preventing Canada from imposing a tax on amounts 
included in the income of a resident of Canada by 
virtue of the provisions of section 91 of the Canadian 
Income Tax Act, so far as they are in force on the 
date of entry into force of this Convention, or have 
been modified only in minor respects, so as not to 
affect their general character. 


4. The aggregate of the amount or value of the divi- 
dend and the amount of the tax credit referred to in 
paragraph 3(b) or 3(c) of Article 10 of this Conven- 
tion shall be treated as a dividend for Canadian in- 
come tax purposes. 


5. Each of the Contracting States will endeavour to 
collect on behalf of the other Contracting State such 
amounts as may be necessary to ensure that relief 
granted by this Convention from taxation imposed 
by that other State does not enure to the benefit of 
persons not entitled thereto. However, nothing in this 
paragraph shall be construed as imposing on either 
of the Contracting States the obligation to carry out 
administrative measures of a different nature from 
those used in the collection of its own tax or which 
would be contrary to its public policy. 


6. The competent authorities of the Contracting 
States may communicate with each other directly for 
the purpose of applying this Convention. 


History: Article 27 amended by 1985 Protocol to add reference, in 
para. 4, to para. 3(c) of Article 10. 


Article 27A — Miscellaneous Rules 
Applicable to Certain Offshore Activities 


1. The provisions of this Article shall apply notwith- 
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standing any other provision of this Convention. 


2. A person who is a resident of a Contracting State 
and carries on activities in the other Contracting 
State in connection with the exploration or exploita- 
tion of the sea bed and sub-soil and their natural re- 
sources situated in that other Contracting State shall, 
subject to paragraph 3 of this Article, be deemed to 
be carrying on a business in that other Contracting 
State through a permanent establishment situated 
therein. 


3. The provisions of paragraph 2 of this Article shall 
not apply where the activities referred to therein are 
carried on for a period or periods not exceeding in 
the aggregate 30 days in any 12 month period. For 
the purposes of this paragraph: 


(a) where a person carrying on activities referred 
to in paragraph 2 of this Article is associated with 
an enterprise carrying on substantially similar ac- 
tivities, that person shall be deemed to be carry- 
ing on those substantially similar activities of the 
enterprise with which he is associated, in addition 
to his own activities; 


(b) two enterprises shall be deemed to be associ- 
ated if one enterprise participates directly or indi- 
rectly in the management or control of the other 
enterprise or if the same persons participate di- 
rectly or indirectly in the management or control 
of both enterprises. 


4. Salaries, wages and similar remuneration derived 
by a resident of a Contracting State in respect of an 
employment connected with the exploration or ex- 
ploitation of the sea bed and sub-soil and their natu- 
ral resources situated in the other Contracting State 
may, to the extent that the duties are performed off- 
shore in that other Contracting State, be taxed in that 
other Contracting State. 


History: Article 27A substituted by 1985 Protocol. Article 27A 
formerly read: 


Article 27A — Miscellaneous Rules Applicable to 
Certain Offshore Activities 


1. The provisions of this Article shall apply notwithstanding 
any other provision of this Convention. 


2. Any person who is resident of a Contracting State and car- 
ries on activities in the other Contracting State in connection 
with the exploration or exploitation of the sea bed and sub- 
soil and their natural resources situated in that other Con- 
tracting State shall, subject to paragraphs 3 and 4 of this Arti- 
cle. be deemed to be carrying on a business in that other Con- 
tracting State through a permanent establishment situated 
therein. 


3. The provisions of paragraph 2 of this Article shall not ap- 
ply where the activities referred to therein are carried on for a 
period or periods not exceeding in the aggregate 30 days in 
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any 12 month period. For the purposes of this paragraph: 


(a) where a person carrying on activities referred to in 
paragraph 2 of this Article is associated with an enter- 
prise carrying on substantially similar activities, that per- 
son shall be deemed to be carrying on those substantially 
similar activities of the enterprise with which he is asso- 
ciated, in addition to his own activities; 


(b) two enterprises shall be deemed to be associated if 
one enterprise participates directly or indirectly in the 
management or control of the other enterprise or if the 
same persons participate directly or indirectly in the man- 
agement or control of both enterprises. 


4. Profits derived by a resident of a Contracting State from 
the transportation of passengers or goods to a location where 
activities in connection with the exploration or exploitation of 
the sea bed and sub-soil and their natural resources are being 
carried on in a Contracting State, or from the operation of 
tugboats and similar vessels in connection with such activi- 
ties, shall be taxable only in the Contracting State of which he 
is a resident. 


5. (a) Subject to subparagraph (b) of this paragraph, sala- 

ries, wages and similar remuneration derived by a resi- 
dent of a Contracting State in respect of an employment 
connected with the exploration or exploitation of the sea 
bed and sub-soil and their natural resources situated in 
the other Contracting State may, to the extent that the du- 
ties are performed offshore in that other Contracting 
State, be taxed in that other Contracting State. 
(b) Salaries, wages and similar remuneration derived by a 
resident of a Contracting State in respect of an employ- 
ment exercised aboard a ship or aircraft engaged in the 
transportation of passengers or goods to a location where 
activities connected: with the exploration or exploitation 
of the sea bed and sub-soil and their natural resources are 
being carried on in the other Contracting State, or in re- 
spect of an employment exercised aboard a tugboat or 
similar vessel in connection with such activities, may be 
taxed in that other Contracting State unless the person de- 
riving the profits from the operation of the ship or aircraft 
is a resident of the first-mentioned Contracting State. 


Article 27A added by 1980 Protocol. 
Article 28 — Entry into Force 


1. The Convention shall come into force on the date 
when the last of all such things shall have been done 
in Canada and the United Kingdom as are necessary 
to give the Convention the force of law in Canada 
and the United Kingdom respectively and shall 
thereupon have effect: 
(a) in Canada: 
(i) in respect of tax withheld at the source on 
amounts paid or credited to non-residents on 
or after 1 January 1976; 
(ii) in respect of other Canadian taxes, for the 
1976 taxation year and subsequent years, 
(b) in the United Kingdom: 
(i) in relation to any dividend to which para- 
graph 3 of Article 10 applied in respect of in- 


come tax and payment of tax credit, for any 
year of assessment beginning on or after 6 
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April 1973. A dividend paid on or after 1 
April 1973 but before 6 April 1973 shall be 
treated for tax credit purposes as paid on 6 
April 1973; 

(ii) in relation to any other provision of this 
Convention, in respect of income tax and cap- 
ital gains tax, for any year of assessment be- 
ginning on or after 6 April 1976; 


(ili) in respect of corporation tax, for any fi- 
nancial year beginning on or after 1 April 
1976; 


(iv) in respect of petroleum revenue tax for 
any chargeable period beginning on or after 1 
January 1976; 


(v) in respect of development land tax, for any 
realised development value accruing on or af- 
ter 1 August 1976. 


2. The Governments of the Contracting States shall, 
as soon as possible, inform one another in writing of 
the date when the last of all such things have been 
done as are necessary to give the Convention the 
force of law in Canada and the United Kingdom re- 
spectively. The date specified by the last Govern- 
ment to fulfil this requirement, being the date on 
which the Convention shall come into force in accor- 
dance with paragraph 1, shall be confirmed in writ- 
ing by the Government so notified. 


3. Subject to the provisions of paragraph 4 of this 
Article the existing Agreement shall cease to have 
effect as respects taxes to which this Convention ap- 
plies in accordance with the provisions of paragraph 
1 of this Article. 


4. Where, however, any greater relief from tax 
would have been afforded by any provision of the 
existing Agreement than is due under this Conven- 
tion, any such provision as aforesaid shall continue 
to have effect — 


(a) in the United Kingdom for any year of assess- 
ment, chargeable period or financial year; 


(b) in Canada for any taxation year; 


beginning before the entry into force of this 
Convention. j 


5. The existing Agreement shall terminate on the last 
date on which it has effect in accordance with the 
foregoing provisions of this Article. 


6. The termination of the existing Agreement as pro- 
vided in paragraph 5 of this Article shall not revive 
the Agreement between the Government of Canada 
and the Government of the United Kingdom of Great 
Britain and Northern Ireland for the Avoidance of 
Double Taxation with respect to certain classes of 
Income signed at Ottawa on 6 December 1965. Upon 
the entry into force of this Convention that Agree- 
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ment shall terminate. 


7. In this Article the term “the existing Agreement” 
means the Agreement between the Government of 
Canada and the Government of the United Kingdom 
of Great Britain and Northern Ireland for the Avoid- 
ance of Double Taxation and the Prevention of Fis- 
cal Evasion with respect to taxes on Income and 
Capital Gains signed at Ottawa on 12 December 
1966. : 


8. Notwithstanding any provisions of the respective 
domestic laws of the Contracting States imposing 
time limits for applications for relief from tax, an ap- 
plication for relief under the provisions of this Con- 
vention shall have effect, and any consequential re- 
funds of tax made, if the application is made to the 
competent authority concerned within one year of 
the end of the calendar year in which this Conven- 
tion enters into force. 


History: Para. 8 added by 1980 Protocol. 


Article 29 — Termination 


This Convention shall continue in effect indefinitely 
but the Government of either Contracting State may, 
on or before 30 June in any calendar year after the 
year 1980 give notice of termination to the Govern- 
ment of the other Contracting State and, in such 
event, this Convention shall cease to be effective: 


(a) in Canada 


(i) in respect of tax withheld at the source on 
amounts paid or credited to non-residents on 
or after 1 Janvary in the calendar year next 
following that in which the notice is given; 
and 


(ii) in respect of other Canadian taxes for any 
taxation year ending in or after the calendar 
year next following that in which the notice is 
given; 

(b) in the United Kingdom 


(i) in respect of income tax and capital gains 
tax for any year of assessment beginning on or 
after 6 April in the calendar year next follow- 
ing that in which such notice is given; 


(il) in respect of corporation tax, for any fi- 
nancial year beginning on or after 1 April in 
the calendar year next following that in which 
such notice is given; 


(ili) in respect of petroleum revenue tax for 
any chargeable period beginning on or after 1 
January in the calendar year next following 
that in which such notice is given; 


(iv) in respect of development land tax, for 
any realised development value accruing on or 
after 1 April in the calendar year next follow- 
ing that in which such notice is given. 


IN WITNESS WHEREOF the undersigned, duly au- 
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thorized thereto, have signed this Convention. PAUL MARTIN .For the Government of Canada 


DONE in duplicate at London, this 8th day of Sep- | FRANK JUDD Great Britain and Northern Ireland 
tember 1978, in the English and French languages, 
both texts being equally authoritative. 
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Current Status of Tax Treaties 


Reciprocal income tax treaties are currently in force between Canada and the following countries. (In some 
cases the treaty currently in force, signed on the date noted, replaced another treaty that had been in force 


from an earlier time.) 


Tax treaties in force 

Argentina (April 29, 1993) 

Australia (May 21, 1980) 

Austria (December 9, 1976) 

Bangladesh (February 15, 1982) 

Barbados (January 22, 1980) 

Belarus" 

Belgium (May 29, 1975) 

Brazil (June 4, 1984) 

Cameroon (May 26, 1982) 

China (People’s Republic of) (May 12, 1986) 

Cyprus (May 2, 1984) 

Czech Republic’ * 

Czechoslovakia (August 30, 1990) 

Denmark (September 30, 1955) 

Dominican Republic (August 6, 1976) 

Egypt (May 30, 1983) 

Estonia (June 2, 1995)" 

Finland (May 28, 1990) 

France (May 2, 1975 and Protocol of January 16, 
1987) 

Germany (July 17, 1981 treaty with West Ger- 
many, now considered in force for the unified 
Germany) 

Guyana (October 15, 1985) 

Hungary (April 15, 1992 and Protocol of May 3, 
1994) 


India (January 11, 1996) 
Indonesia (January 16, 1979) 
Ireland (November 23, 1966) 
Israel (July 21, 1975) 


“The status of the treaty with the former USSR is as follows: 


Italy (November 17, 1977 and Protocol of March 
20, 1989) 

Ivory Coast (June 16, 1983) 

Jamaica (March 30, 1978) 

Japan (May 7, 1986) 

Kenya (April 27, 1983) 

Korea (February 10, 1978) 

Latvia (Republic of) (April 26, 1995)" 

Luxembourg (July 8, 1991) 

Malaysia (October 15, 1976) 

Malta (July 25, 1986) 

Mexico (March 16, 1990 and April 8, 1991) 

Morocco (December 22, 1975) 

Netherlands (May 27, 1986, Protocol of same 
date and of March 4, 1993) 

New Zealand (May 13, 1980) 

Norway (November 23, 1966) 

Pakistan (February 24, 1976) 

Papua New Guinea (October 16, 1987) 

Philippines (March 11, 1976) 

Poland (May 4, 1987) 

Romania (November 20, 1978) 

Russian Federation (October 5, 1995)° 

Singapore (March 6, 1976 and Protocol of same 
date) 

Slovakia™* 

South Africa (Republic of) (November 27, 1995) 

Spain (November 23, 1976) 

Sri Lanka (June 23, 1982) 

Sweden (October 14, 1983) 

Switzerland (August 20, 1976) 

Thailand (April 11, 1984) 


Russia, Ukraine and Belarus are honouring the treaty and, therefore, it continues to be in force with those countries. (A new treaty with 
Ukraine was signed on March 4, 1996 and came into force on April 29, 1997; a new treaty with Russia was signed on October 5, 1995 
and came into force on May 5, 1997.) 


Estonia announced that it will not honour the treaty. A new treaty was signed on June 2, 1995 and came into force on December 28, 
1995. 


Latvia announced that it will not honour the treaty. A new treaty was signed on April 26, 1995 and came into force on December 12, 
1995. 


Lithuania, Kazakhstan, Kyrgyzstan, and Uzbekistan have announced that they will not honour the treaty. Negotiations for new treaties 
with those countries are underway, but such new treaties will likely not be retroactive. New treaties have been signed with Lithuania 
(August 29, 1996) and Kazakhstan (September 25, 1996) but have not yet been ratified. 


Azerbaijan, Tajikistan, and Turkmenistan have all announced that they will not honour the treaty, so it is not in force with respect to 
those countries, and no negotiations for a new treaty are underway. 


For all other republics, the status of the Canada-USSR treaty is still uncertain. For further information, contact Revenue Canada’s 
International Taxation Office at 613-952-3741 or 1-800-267-5177. 


“The treaty with the former Czechoslovakia is considered to be in force, effective January 1, 1993, with both the Czech Republic and 


Slovakia. 
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Trinidad and Tobago (Republic of) (September Denmark*** 
bt, 1995) Ecuador 
Tunisia (February 10, 1982) Gabon 
Ukraine (March 4, 1996)" Germany’ 
Union of Soviet Socialist Republics (June 13, Greece 
1985) Iceland (Republic of) 
United Kingdom of Great Britain and Northern Indonesia" 
Ireland (September 8, 1978) Ireland*** 
United States of America (September 26, 1980 Italy (Republic of)"** 
and Protocol of March 17, 1995) Kuwait 
Zambia (Republic of) (February 16, 1984) Kyrgyzstan" 
Zimbabwe (April 16, 1992) Lebanese Republic 
Mauritius (Republic of) 
Tax treaties or protocols signed but not yet Mexico (United States of)""* 
in force Netherlands""™” 
France (Protocol, November 29, 1995) Norway ~ 
Kazakhstan (September 25, 1996)" Organization of Eastern Caribbean States 
Liberia (November 30, 1976)" Portugal 
Lithuania (Republic of) (August 29, 1996)" Senegal sek 
Nigeria (August 4, 1992) SH aL ) 
Sweden (August 27, 1996) Slovenia (Republic of) 
Switzerland (May 5, 1997)"** eee | 
Tanzania (United Republic of) (December 15, United Arab Pmurate $ 
1995) United Kingdom 


Tax treaties or protocols under negotiation 


United States"”*” 
Uzbekistan (Republic of)” 


re-negotiation veneauels 

( if a ) Vietnam 
oe tralian For current information regarding the status of treaty 
Whey a RES UbIi seek negotiations with any country, contact Jean-Marc 
Scitetharad oe Déry at the Department of Finance, (613) 992-1862. 
Bulgaria For current information regarding Revenue Canada 
Chile administrative policy with respect to which treaties 
Coisiga are in force, contact the International Taxation Of- 
Ca fice (613) 952-3741 or 1-800-267-5177. 

*The status of the treaty with the former USSR is as follows: 


Russia, Ukraine and Belarus are honouring the treaty and, therefore, it continues to be in force with those countries. (A new treaty with 
Ukraine was signed on March 4, 1996 and came into force on April 29, 1997; a new treaty with Russia was signed on October 5, 1995 
and came into force on May 5, 1997.) 

Estonia announced that it will not honour the treaty. A new treaty was signed on June 2, 1995 and came into force on December 28, 
1995. 

Latvia announced that it will not honour the treaty. A new treaty was signed on April 26, 1995 and came into force on December 12, 
1995. 

Lithuania, Kazakhstan, Kyrgyzstan, and Uzbekistan have announced that they will not honour the treaty. Negotiations for new treaties 
with those countries are underway, but such new treaties will likely not be retroactive. New treaties have been signed with Lithuania 
(August 29, 1996) and Kazakhstan (September 25, 1996) but have not yet been ratified. 

Azerbaijan, Tajikistan, and Turkmenistan have all announced that they will not honour the treaty, so it is not in force with respect to 
those countries, and no negotiations for a new treaty are underway. 

For all other republics, the status of the Canada-USSR treaty is still uncertain. For further information, contact Revenue Canada’s 
International Taxation Office at 613-952-3741 or 1-800-267-5177. 


“The treaty with Liberia is still technically awaiting ratification but will never be ratified. 


*““Will eventually replace the existing treaty. 


Protocol. 
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Interpretation Act 
REVISED STATUTES OF CANADA 1985, CHAPTER I-21, AS AMENDED 


An Act respecting the Interpretation of Statutes and Regulations 


Short Title 


1. Short title — This Act may be cited as the Inter- 
pretation Act. 


Interpretation 


2. (1) Definitions — In this Act, 
“Act” means an Act of Parliament; 
“enact” includes to issue, make or establish; 


“enactment” means an Act or regulation or any por- 
tion of an Act or regulation; 


“public officer” includes any person in the public 
service of Canada who is authorized by or under an 
enactment to do or enforce the doing of an act or 
thing or to exercise a power, or on whom.a duty is 
imposed by or under an enactment; 


“regulation” includes an order, regulation, rule, rule 
of court, form, tariff of costs or fees, letters patent, 
commission, warrant, proclamation, by-law, resolu- 
tion or other instrument issued, made or established 


(a) in the execution of a power conferred by or 
under the authority of an Act, or 


(b) by or under the authority of the Governor in 
Council; 


“repeal” includes revoke or cancel. 


(2) Expired and replaced enactments — For 
the purposes of this Act, an enactment that has been 
replaced, has expired, lapsed or otherwise ceased to 
have effect is deemed to have been repealed. 


Application 


3. (1) Application — Every provision of this Act 
applies, unless a contrary intention appears, to every 
enactment, whether enacted before or after the com- 
mencement of this Act. 


(2) Application to this Act — The provisions of 
this Act apply to the interpretation of this Act. 


(3) Rules of construction not excluded — 
Nothing in this. Act excludes the application to an 
enactment of a rule of construction applicable to that 
enactment and not inconsistent with this Act. 


Enacting Clause of Acts 


4. (1) Enacting clause — The enacting clause of 
an Act may. be in the following form: 
“Her Majesty, by and with the advice and con- 
sent of the Senate and House of Commons of 
Canada, enacts as follows:”. 


(2) Order of clauses — The enacting clause of an 
Act shall follow the preamble, if any, and the various 
provisions within the purview or body of the Act 
shall follow in a concise and enunciative form. 


Operation 
Royal Assent 


5. (1) Royal Assent — The Clerk of the Parlia- 
ments shall endorse on every Act, immediately after 
its title, the day, month and year when the Act was 
assented to in Her Majesty’s name and the endorse- 
ment shall be a part of the Act. 


(2) Date of commencement — If no date of 
commencement is provided for in an Act, the date of 
commencement. of that Act is the date of assent to 
the Act. 


(3) Commencement provision — Where an Act 
contains a provision that the Act or any portion 
thereof is to come into force on a day later than the 
date of assent to the Act, that provision is deemed to 
have come into force on the date of assent to the Act. 


(4) Commencement when no date fixed — 
Where an Act provides that certain provisions 
thereof are to come or are deemed to have come into 
force on a day other than the date of assent to the 
Act, the remaining provisions of the Act are deemed 
to have come into force on the date of assent to the 
Act. 


Day Fixed for Commencement or Repeal 


6. (1) Operation when date fixed for 
commencement or repeal — Where an enact- 
ment is expressed to come into force on a particular 
day, it shall be construed as coming into force on the 
expiration of the previous day; and where an enact- 
ment is expressed to expire, lapse or otherwise cease 
to have effect on a particular day, it shall be con- 
strued as ceasing to have effect upon the commence- 
ment of the following day. 


(2) When no date fixed — Every enactment that 
is not expressed to come into force on a particular 
day shall be construed as coming into force 


(a) in the case of an Act, on the expiration of the 
day immediately before the day the Act was as- 
sented to in Her Majesty’s name; 


(b) in the case of a regulation, on the expiration 
of the day immediately before the day the regula- 
tion was registered pursuant to section 6 of the 
Statutory Instruments Act or, if the regulation is 
of a class that is exempted from the application of 
subsection 5(1) of that Act, on the expiration of 
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the day immediately before the day the regulation 
was made. 


(3) Judicial notice — Judicial notice shall be 
taken of a day for the coming into force of an enact- 
ment that is fixed by a regulation that has been pub- 
lished in the Canada Gazette. ) 


Proposed Amend 


6. (1) Operatio 
commencemen 


Regulation Prior to Commencement 


7. Preliminary proceedings — Where an enact- 
ment is not in force and it Contains provisions con- 
ferring power to make regulations or do any other 
thing, that power may, for the purpose of making the 
enactment effective on its commencement, be exer- 
cised at any time before its commencement, but a 
regulation so made or a thing:so done has no effect 
until the commencement of the enactment, except in 
so far as may be necessary to make the enactment 
effective on its commencement. 


Territorial. Operation 


8. (1) Territorial operation — Every enactment 
applies to the whole of Canada, unless a contrary in- 
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tention is expressed in the enactment. 


(2) Amending enactment — Where an enactment 
that does not apply to the whole of Canada is 
amended, no provision in the amending enactment 
applies to any part of Canada to which the amended 
enactment does not apply, unless it is provided in the 
amending enactment that it applies to that part of 
Canada or to the whole of Canada. 


(2.1) Exclusive economic zone of Canada — 
Every enactment that applies in respect of exploring 
or exploiting, conserving or managing natural re- 
sources, whether living or non-living, applies, in ad- 
dition to its application to Canada, to the exclusive 
economic zone of Canada, unless a contrary inten- 
tion is expressed in the enactment. 


(2.2) Continental shelf of Canada — Every en- 
actment that applies in respect of exploring or ex- 
ploiting natural resources that are 


(a) mineral or other non-living resources of the 
seabed or subsoil, or 


(b) living organisms belonging to sedentary spe- 
cies, that is to say, organisms that, at the harvest- 
able stage, either are immobile on or under the 
seabed or are unable to move except in constant 
physical contact with the seabed or subsoil 


applies, in addition to its application to Canada, to 
the continental shelf of Canada, unless a contrary in- 
tention is expressed in the enactment. 

History: Subsecs. 8(2.1) and (2.2) added by 1996, c. 31, s. 87, to 


come into force on a day to be fixed by order of the Governor in 
Council. 


(3) Extra-territorial operation — Every Act now 
in force enacted prior to December 11, 1931 that ex- 
pressly or by necessary or reasonable implication 
was intended, as to the whole or any part thereof, to 
have extra-territorial operation shall be construed as 
if, at the date of its enactment, the Parliament of 
Canada had full power to make laws having extra- 
territorial operation as provided by the Statute of 
Westminster, 1931, 


Rules of Construction 
Private Acts 


9. Provisions in Private Acts — No provision in 
a private Act affects the rights of any person, except 
as therein mentioned or referred to. 


Law Always Speaking 


10. Law always speaking — The law shall be 
considered as always speaking, and where a matter 
or thing is expressed in the present tense, it shall be 
applied to the circumstances as they arise, so that ef- 
fect may be given to the enactment according to its 


2674 


Rules of Construction 


true spirit, intent/and, meaning. 
Imperative and Permissive Construction 


11. “Shall” and. “may” — The expression .“‘shall” 
is to be construed as imperative andthe expression 
may” as permissive. 


Enactments Remedial 


12. Enactments deemed remedial — Every en- 
actment is deemed remedial, and shall be given such 
fair, large and liberal construction and interpretation 
as best. ensures the attainment of its objects. 


Preambles and Marginal Notes 


13. Preamble — The preamble of an enactment 
shall be read as a part of the enactment intended. to 
assist in explaining its purport and object. 


14. Marginal Notes and historical refer- 
ences — Marginal notes and references to. former 
enactments that appear after the end of a section or 
other division in an enactment form no part of the 
enactment, but are inserted for convenience of refer- 
ence only. 


Application of Interpretation Provisions : 


15. (1) Application of definitions and 
Interpretation Provisions — Definitions or rules 
of interpretation in an enactment apply to all the pro- 
visions of the enactment, including the provisions 
that contain those definitions or rules of 
interpretation. 


(2) Interpretation sections subject to excep- 
tions — Where an enactment contains an interpreta- 
tion section or provision, it shall be read and 
construed | 


(a) as being applicable only if a contrary intention 
does not appear, and 


(b) as being applicable to all other enactments re- 
lating to the same subject-matter unless a con- 
trary intention appears. 


16. Words in regulations — Where an,enactment 
confers power to make regulations, expressions used 
in the regulations have the same respective meanings 
as in the enactment conferring the power. 


Her Majesty 


17. Her Majesty not bound or affected unless 
stated — No enactment is binding on Her Majesty 
or affects Her Majesty’s rights or prerogatives in any 
manner, except as mentioned or referred to in the 


S. 21(1) 


enactment, 
Proclamations 


18. (1) Proclamation — Where an enactment au- 
thorizes the issue-of a proclamation, the proclama- 
tion shall be,understood to be a proclamation of the 
Governor in Council. ; 


(2) Proclamation to be issued on advice — 
Where the Governor General is authorized to issue a 
proclamation, the proclamation shall be understood 
to be a proclamation issued’ under an order of the 
Governor in Council; but it is not necessary to men- 
tion in the proclamation that it is issued under such 
an order. 


(3) Effective day of Proclamations — A procla- 
mation that is issued under an order of the Governor 
in Council may purport to have been issued on the 
day of the order or on any subsequent day and, if so, 
takes effect on that day. 


Oaths 


19. (1) Administration of oaths — Where, by an 
enactment or by a rule of the Senate or House of 
Commons, evidence under oath is authorized or re- 
quired; to. be taken, or an oath is authorized or di- 
rected to be made, taken or administered, the oath 
may be administered, and a certificate of its having 
been made, taken or administered may be given by 


(a) any person authorized by the enactment or 
rule to take the evidence; or 


(b) a judge of any court,.a notary public, a justice 
of the peace.or a commissioner for taking affida- 
vits, having authority or jurisdiction within the 
place where the oath is.administered. 


(2) Where justice of peace empowered — 
Where power is conferred ona justice of the peace to 
administer an oath or solemn affirmation or to take 
an affidavit or declaration, the power may be exer- 
cised by a notary public or a commissioner for tak- 
ing oaths. 


Reports to Parliament 


20. Reports to Parliament — Where an Act re- 
quires a report or other document to be. laid before 
Parliament and, in compliance with the Act, a partic- 
ular report or document has been laid before Parlia- 
ment at a session thereof, nothing in the Act shall be 
construed as requiring the same report or document 
to: be laid: before: Parliament ‘at ‘any subsequent 
session. 


Corporations 


21.. (1) Powers vested in Corporations — 
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Words establishing a corporation shall be construed 


(a) as vesting in the corporation power to sue and 
be sued, to contract and be contracted with by its 
corporate name, to have a common seal and to 
alter or change it at pleasure, to have perpetual 
succession, to acquire and hold personal property 
for the purposes for which the corporation is es- 
tablished and to alienate that property at pleasure; 


(b) in the case of a corporation having a name 
consisting of an English and a French form or a 
combined English and French form, as vesting in 
the corporation power to use either the English or 
the French form of its name or both forms and to 
show on its seal both the English and French 
forms of its name or have two seals, one showing 
the English and the other showing the French 
form of its name; 


(c) as vesting in a majority of the members of the 
corporation the power to bind the others by their 
acts; and 


(d) as exempting from personal liability for its 
debts, obligations or acts individual members of 
the corporation who do not contravene the provi- 
sions of the enactment establishing the 
corporation. 


(2) Corporate name — Where an enactment es- 
tablishes a corporation and in each of the English 
and French versions of the enactment the name of 
the corporation is in the form only of the language of 
that version, the name of the corporation shall con- 
sist of the form of its name in each of the versions of 
the enactment. 


(3) Banking business—No corporation is 
deemed to be authorized to carry on the business of 
banking unless that power is expressly conferred on 
it by the enactment establishing the corporation. 


Majority and Quorum 


22. (1) Majorities — Where an enactment requires 
or authorizes more than two persons to do an act or 
thing, a majority of them may do it. 


(2) Quorum of board, court, commission, 
etc. — Where an enactment establishes a board, 
court, commission or other body consisting of three 
or more members, in this section called an 
“association”, 


(a) at a meeting of the association, a number of 
members of the association equal to, 


(i) if the number of members provided for by 
the enactment is a fixed number, at least one- 
half of the number of members, and 


(ii) if the number of members provided for by 
the enactment is not a fixed number but is 
within a range having a maximum or mini- 
mum, at least one-half of the number of mem- 
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bers in office if that number is within the 
range, 


constitutes a quorum; 


(b) an act or thing done by a majority of the 
members of the association present at a meeting, 
if the members present constitute a quorum, is 
deemed to have been done by the association; and 


(c) a vacancy in the membership of the associa- 
tion does not invalidate the constitution of the as- 
sociation or impair the right of the members in 
office to act, if the number of members in office 
is not less than a quorum. 


Appointment, Retirement and Powers of 
Officers 


23. (1) Public officers hold office during plea- 
sure — Every public officer appointed by or under 
the authority of an enactment or otherwise is deemed 
to have been appointed to hold office during pleasure 
only, unless it is otherwise expressed in the enact- 
ment, commission or instrument of appointment. 


(2) Effective day of appointments — Where an 
appointment is made by instrument under the Great 
Seal, the instrument may purport to have been issued 
on or after the day its issue was authorized, and the 
day on which it so purports to have been issued is 
deemed to be the day on which the appointment 
takes effect. 


(3) Appointment or engagement otherwise 
than under great seal — Where there is authority 
in an enactment to appoint a person to a position or 
to engage the services of a person, otherwise than by 
instrument under the Great Seal, the instrument of 
appointment or engagement may be expressed to be 
effective on or after the day on which that person 
commenced the performance of the duties of the po- 
sition or commenced the performance of the ser- 
vices, and the day on which it is so expressed to be 
effective, unless that day is more than sixty days 
before the day on which the instrument is issued, is 
deemed to be the day on which the appointment or 
engagement takes effect. 


(4) Remuneration — Where a person is appointed 
to an office, the appointing authority may fix, vary 
or terminate that person’s remuneration. 


(5) Commencement of appointments or re- 
tirements — Where a person is appointed to an of- 
fice effective on a specified day, or where the ap- 
pointment of a person is terminated effective on a 
specified day, the appointment or termination is 
deemed to have been effected immediately on the 
expiration of the previous day. 


24. (1) Implied powers respecting public of- 
ficers — Words authorizing the appointment of a 
public officer to hold office during pleasure include, 
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in the discretion of the authority in whom the power 
of appointment is vested, the )power.-to 


(a) terminate the appointment or remove or sus- 
pend the public officer; 


(b) re-appoint or reinstate the public officer; and 


(c) appoint another person in the stead of, or to 
act in the stead of, the public officer. 


(2) Power to act for ministers — Words di- 
recting or empowering a minister of the Crown to. do 
an act or thing, regardless of whether the act or.thing 
is.administrative, legislative or judicial, or otherwise 
applying to that minister as the holder of the office, 
include 


(ara minister acting for that minister or, if the 
office is vacant, a minister designated to act in 


the office by or under the authority of an order in 
council; 


(b) the successors of that minister in the office: 
(c) his or their deputy; and 

(d) notwithstanding paragraph (c),.a person ap- 
pointed. to.serve, in the department or ministry of 
state.over which the minister presides, in a capac- 


ity appropriate to the doing of the act or thing, or 
to the words so applying. 


(3) Restriction as to public servants — Noth- 
ing:in paragraph (2)(c) or (d) shall: be construed as 
authorizing the exercise of any authority conferred 
on a minister to make a regulation as defined in the 
Statutory Instruments Act. 


(4) Successors to and deputy of public of- 
ficer — Words directing or empowering any public 
officer, other than a minister of the Crown, to do any 
act or thing, or otherwise applying to the public of- 
ficer by his name of office, include his successors in 
the office and his or their deputy. 


(5) Powers of holder of public office — Where 
a power is conferred or a duty imposed on the holder 
of an office, the power may be exercised and the 
duty shall be performed by the person for the time 
being charged with the execution of the powers and 
duties of the office. 


Evidence 


25. (1) Documentary evidence — Where an en- 
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actment provides. that a:document is evidence of a 
fact without anything in the context to indicate that 
the document is conclusive.evidence, then, in any ju- 
dicial proceedings, the document is admissible in ev- 
idence and the fact is deemed to. be established in the 
absence of any evidence to the contrary. 


(2) Queen’s printer — Every copy of an enact- 
ment having printed thereon what purports to be the 
name or title of the Queen’s Printer and Controller of 
Stationery or the Queen’s Printer is deemed to be a 
copy purporting to be printed-by the Queen’s Printer 
for Canada. 


Computation of Time 


26. Time limits and holidays — Where the time 
limited for the doing of a thing expires or falls ona 
holiday, the thing may be done on the day next fol- 
lowing that is not a holiday. 


27. (1) Clear days — Where there is a reference to 
a number of clear days or “‘at least’”’ a number of days 
between two events, in calculating that. number of 
days the days on which the events happen, are 
excluded. 


(2) Not clear days — Where there is a reference to 
a number of days, not expressed to be clear days, be- 
tween two events, in calculating that number of days 
the day on which the first event happens is excluded 
and the day on which the second: event happens is 
included. 


(3) Beginning and ending of prescribed peri- 
ods — Where a time is expressed to begin or end at, 
on or with a specified day, or to continue to or until a 
specified day, the time includes that day. 


(4) After specified day — Where a time is ex- 
pressed to begin after or to be from a specified day, 
the time does not include that day. 


(5) Within a time — Where anything is to be done 
within a time after, from, of or before a specified 
day, the time does not include that day. 


28. Calculation of a period of months after or 
before a specified day — Where there is a refer- 
ence to a period of time consisting of a number of 
months after or before a specified day, the period is 
calculated by. 


(a) counting forward or backward from the speci- 
fied day the number of months, without including 
the month in which that day falls; 

(b) excluding the specified day; and 

(c) including in the last month counted under par- 
agraph (a) the day that has the same calendar 
number as the specified day or, if that month has 
no day with that number, the last day of that 
month. 
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29. Time of the day — Where there is a reference 
to time expressed as a specified time of the day, the 
time is taken to mean standard time. 


30. Time when specified age attained — A 
person is deemed not to have attained a specified 
number of years of age until the commencement of 
the anniversary, of the same number, of the day of 
that person’s birth. 


Miscellaneous Rules 


31. (1) Reference to magistrate, etc. — Where 
anything is required or authorized to be done by or 
before a judge, magistrate, justice of the peace, or 
any functionary or officer, it shall be done by or 
before one whose jurisdiction or powers extend to 
the place where the thing is to be done. 


(2) Ancillary powers — Where power is given to 
a person, officer or functionary, to do or enforce the 
doing of any act or thing, all such powers as are nec- 
essary to enable the person, officer or functionary to 
do or enforce the doing of the act or thing are 
deemed to be also given. 


(3) Powers to be exercised as required — 
Where a power is conferred or a duty imposed, the 
power may be exercised and the duty shall be per- 
formed from time to time as occasion requires. 


(4) Power to repeal — Where a power is con- 
ferred to make regulations, the power shall be con- 
strued as including a power, exercisable in the same 
manner and subject to the same consent and condi- 
tions, if any, to repeal, amend or vary the regulations 
and make others. 


32. Forms — Where a form is prescribed, devia- 
tions from that form, not affecting the substance or 
calculated to mislead, do not invalidate the form 
used. 


33. (1) Gender — Words importing female persons 
include male persons and corporations and words 
importing male persons include female persons and 
corporations. : 


(2) Number — Words in the singular include the 
plural, and words in the plural include the singular. 


(3) Parts of speech and grammatical forms — 
Where a word is defined, other parts of speech and 
grammatical forms of the same word have corre- 
sponding meanings. 


Offences 


34. (1) Indictable and summary conviction of- 
fences — Where an enactment creates an offence, 


(a) the offence is deemed to be an indictable of- 
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fence if the enactment provides that the offender 
may be prosecuted for the offence by indictment; 


(b) the offence is deemed to be one for which the 
offender is punishable on summary conviction if 
there is nothing in the context to indicate that the 
offence is an indictable offence; and 


(c) if the offence is one for which the offender 
may be prosecuted by indictment or for which the 
offender is punishable on summary conviction, 
no person shall be considered to have been con- 
victed of an indictable offence by reason only of 
having been convicted of the offence on sum- 
mary conviction. 


(2) Criminal Code to apply — All the provisions 
of the Criminal Code relating to indictable offences 
apply to indictable offences created by an enactment, 
and all the provisions of that Code relating to sum- 
mary conviction offences apply to all other offences 
created by an enactment, except to the extent that the 
enactment otherwise provides. 


(3) Documents similarly construed — In a 
commission, proclamation, warrant or other docu- 
ment relating to criminal law or procedure in crimi- 
nal matters 


(a) a reference to an offence for which the of- 
fender may be prosecuted by indictment shall be 
construed as a reference to an indictable offence; 
and 


(b) a reference to any other offence shall be con- 


strued as a reference to an offence for which the 
offender is punishable on summary conviction. 


Definitions 


35. (1) General’ definitions — In 


enactment, 


every 


“Act”, as meaning an Act of a legislature, includes 
an ordinance of the Yukon Territory or of the North- 
west Territories and a law made by the Legislature 
for Nunavut or continued by section 29 of the 
Nunavut Act; 


‘bank” means a bank to which the Bank Act applies; 


“British Commonwealth” or “British Common- 
wealth of Nations’ has the same meaning as 
“Commonwealth”; 


“broadcasting” means any radiocommunication in 
which the transmissions are intended for direct re- 
ception by the general public; 


“Canada”, for greater certainty, includes the inter- 
nal waters of Canada and the territorial sea of 
Canada; 

History: “Canada” added to subsec. 35(1) by 1996, c. 31, s. 88, to 


come into force on a day to be fixed by order of the Governor in 
Council. 
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“Canadian waters” includes the territorial sea of 
Canada and the internal waters of ‘Canada; 


History: “Canadian waters” added to subsec. 35(1) by 1996,-c. 


31,s. 88, to come into force on a day to be fixed by.order of the 
Governor in Council. ; ; 


“Clerk of the Privy Council” or “Clerk of the 
Queen’s Privy Council” means the Clerk of the 
Privy Council and Secretary to the Cabinet; 


“commencement”, when used with reference to an 
enactment, means the time at which the enactment 
comes into force; / 


“Commonwealth” or “Commonwealth of Na- 
tions’ means the association of countries named in 
the schedule; 13 . 


“Commonwealth and Dependent Territories” 
means the several Commonwealth countries’ and 
their colonies, possessions, dependencies, protector- 
ates, protected states, condominiums and trust 
territories; 


“contiguous zone’’, 


(a) in relation to Canada, means the contiguous 
zone of Canada as determined under the Oceans 
Act, 


(b) in relation to any other state, means the con- 
tiguous zone, of the other state as determined in 
accordance with international law and the domes- 
tic laws of that other state; 
History: “Contiguous zone” added to subsec. 35(1) by 19960;,6. 31. 
s. 88, to come into force on a day to be fixed by order of the Gover- 
nor in Council. 


“continental shelf’, 


(a) in relation to Canada, means the continental 
shelf of Canada as determined under the Oceans 
Act, and 


(b) ‘in relation to any other state, means the conti- 
nental shelf of the other state as determined in ac- 
cordance with international law and the domestic 
laws of that other state; 
History: “Continental shelf’ added to subsec. 35(1) by 1996, c. 31, 
s. 88, to. come into force on a day to be fixed by order of the Gover- 
nor in Council. 


“contravene” includes fail to comply with; 


“corporation” does not include a partnership that is 
considered to be a separate legal entity under provin- 
cial law; ! 


“county” includes two or more counties. united for 
purposes to which the enactment relates, 


“diplomatic or consular officer” includes an am- 
bassador, envoy, minister, chargé d’ affaires, coun- 
sellor, secretary, attaché, consul-general, consul, 
vice-consul, pro-consul, consular agent, acting con- 


S..35(1) hol 


sul-general, acting consul, acting vice-consul, acting 
consular agent, high commissioner, permanent’ dele- 
gate, adviser, acting high commissioner, and acting 
permanent delegate; 


“exclusive economic zone’’, 


(a) in relation to Canada, means the exclusive ec- 
onomic zone of Canada as determined under the 
Oceans Act and includes the seabed and subsoil 
below that zone, and 


(b) in relation to any other state, means the exclu- 
sive economic zone of the other state as deter- 
mined in accordance with international law and 
the. domestic laws of that other state; 

History: “Exclusive economic zone” added to suibsec. 35(1) by 


1996, c. 31, s. 88, to come into force on a day to be fixed by. order 
of the Governor in Council. 


“Federal Court’? means’ the Federal Court of 
Canada; . 


“Federal Court—Appeal Division”. or ‘Federal 
Court of Appeal’ means that division of the Federal 
Court of Canada called the Federal Court—Appeal 
Division. or referred»to as the Federal Court of Ap- 
peal by the Federal Court Act; 


“Federal Court-Trial Division” means that divi- 
sion of the Federal Court of Canada so named by the 
Federal Court Act; 


“Governor”, “Governor General’; or “Governor 
of Canada” means the Governor General of Canada 
or other chief executive officer or administrator car- 
rying on the Government of Canada on behalf and in 
the name of the Sovereign, by whatever title that of- 
ficer is designated; . . 


“Governor General in Council” or “Governor in 
Council’? means the Governor General of Canada 
acting by and with the advice of, or by and. with the 
advice and consent of, or in conjunction with the 
Queen’s Privy Council for Canada; 


“Great Seal’? means the Great Seal.of Canada; 


“Her Majesty”, “His Majesty’, “the Queen”, “the 
King” or “the Crown” means the Sovereign of the 
United Kingdom, Canada and Her other Realms and 
Territories, and Head of the Commonwealth; 


‘Her Majesty’s Realms and Territories”? means all 
realms and territories under the sovereignty of Her 
Majesty; 


“herein” used in any section shall, be understood to 
relate to. the whole enactment, and not to that section 
only; 


“holiday” means any of the following days, namely, 
Sunday; New Year’s Day; Good Friday; Easter 
Monday; Christmas Day; the birthday or the day 
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fixed by proclamation for the celebration of the 
birthday of the reigning Sovereign’; Victoria Day; 
Canada Day; the first Monday in September, desig- 
nated Labour Day; Remembrance Day; any day ap- 
pointed by proclamation to be observed as a day of 
general prayer or mourning or day of public rejoic- 
ing or thanksgiving’ ; and any of the following addi- 
tional days, namely: 
(a) in any province, any day appointed by procla- 
mation of the lieutenant governor of the province 
to be observed as a public holiday or as a day of 
general prayer or mourning’ or day of public re- 
joicing or thanksgiving within the province, and 
any day that is a non-juridical day by virtue of an 
Act of the legislature of the province, and 


(b) in any city, town, municipality or other organ- 
ized district, any day appointed to be observed as 
a civic holiday by resolution of. the council or 
other authority charged with the administration of 
the civic or municipal affairs of the city, town, 
municipality or district; 


‘internal waters’’, 


(a) in relation to Canada, means the internal wa- 
ters of Canada as determined under the Oceans 
Act and includes the airspace above and the bed 
and. subsoil below those waters, and 


(b) in relation to any other state, means. the. waters 
on the landward side of the baselines of the terri- 
torial sea of the other state; 

History: “Internal waters” added to subsec. 35(1) by 1996, c. 31, s. 


88, to come into force on a day to be fixed by order of the Governor 
in Council. 


“legislative assembly’, “legislative council” or 
“legislature” includes the Lieutenant Governor in 
Council and the Legislative Assembly of the: North- 
west Territories, as constituted before September 1, 
1905, the Commissioner in Council of the Yukon 
Territory, the Commissioner in Council of the North- 
west Territories, and the Legislature for Nunavut; 


‘“Jieutenant governor” means the lieutenant gover- 
nor or other chief executive officer or administrator 
carrying on the government of the province indicated 
by. the enactment, by whatever title that officer is 
designated, and, in relation to the Yukon Territory, 
the Northwest Territories or Nunavut, means oe 
Commissioner thereof; 


‘Jieutenant governor in council’? means the lieu- 
tenant governor acting by and with the advice of, or 
by and with the advice and consent of, or in conjunc- 
tion with the executive council of the province indi- 
cated by the enactment and, in relation to the Yukon 
Territory, the. Northwest Territories or Nunavut, 

means the Commissioner thereof; 


Interpretation Act 


“Jocal time’’, in relation to any place, means the 
time observed in that place for the regulation of busi- 
ness hours; 


“military” shall be construed as relating to all or 
any part of the Canadian Forces; 


“month”? means.a calendar month; 


“oath” includes a solemn affirmation or declaration 
when the context applies to any person by whom and 
to any case in which a solemn affirmation or declara- 
tion may be made instead of an oath, and in the same 
cases the expression “sworn” includes the expression 
“affirmed” or “declared”’, aW 


“Parliament” means the Parliament of Canada; 


“person” or any word or expression descriptive of a 
person, includes a corporation; 


“proclamation” means a proclamation under the 
Great Seal; 


“province” means a province of Canada, and in- 
cludes the Yukon Territory, the Northwest Territo- 
ries and Nunavut; 


“radio” or “radiocommunication” means any 
transmission, emission or reception of signs, signals, 
writing, images, sounds or intelligence of any nature 
by means of electromagnetic waves of frequencies 
lower than 3000 GHz propagated in space without 
artificial guide; 


‘regular force’? means the component of the Cana- 
dian Forces that is referred to in the National De- 
fence Act as the regular force; 


“reserve force” means the component of the Cana- 
dian Forces that is referred to in the National De- 
fence Act as the reserve force; 


“security”? means sufficient security, and “sureties” 
means sufficient sureties, and when those words. are 
used one person is sufficient therefor, unless other- 
wise expressly required; 


“standard time’, except as otherwise provided by 
any proclamation of the Governor in Council that 
may be issued for the purposes of this definition in 
relation to any province or territory or any part 
thereof, means 


(a) in relation to the Province of Newfoundland, 
Newfoundland standard time, being three hours 
and thirty minutes behind Greenwich time, 


(b) in relation to the Provinces of Nova Scotia, 
New Brunswick and Prince Edward Island, that 
part of the Province of Quebec lying east of the 
sixty-third meridian of west longitude, and that 
part of Nunavut lying east of the sixty-eighth me- 


“The Monday immediately preceding May 25 (SOR/S7-55, Canada Gazette, Part II, February 27, 1957). 
“The second Monday in October (SOR/57-56, Canada Gazette, Part Il, February 27, 1957). 
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ridian of west longitude, Atlantic standard time, 
being four hours behind Greenwich time, 


(c) in relation to that part of the Province of Que- 
bec lying west of the sixty-third meridian of west 

longitude, that part of the Province of Ontario ly- 
ing between the sixty-eighth and the ninetieth 
meridians of west longitude, Southampton Island 
and the islands adjacent to Southampton Island, 
and that part of Nunavut lying between the sixty- 
eighth and the eighty-fifth meridians of west lon- 
gitude, eastern standard time, being five hours 
behind Greenwich time, 


(d) in relation to that part of the Province of On- 
tario lying west of the ninetieth meridian of west 
longitude, the Province of Manitoba, and that part 
of Nunavut, except Southampton Island and the 
islands adjacent to Southampton Island, lying be- 
tween the eighty-fifth and the one hundred and 
second meridians of west longitude, central stan- 
dard time, being six hours behind Greenwich 
time, . 

(e) in relation to the Provinces of Saskatchewan 
and Alberta, the Northwest Territories and that 
part of Nunavut lying west of the one hundred 
and second meridian of west longitude, mountain 
standard time, being seven hours behind Green- 
wich time, 


(f) in relation to the Province of British Colum- 
bia, Pacific standard time, being eight hours be- 
hind Greenwich time, and 


(g) in relation to the Yukon Territory, Yukon 
standard time, being nine hours behind Green- 
wich time; 


“statutory declaration’ means a solemn declaration 
made pursuant to section 41 of the Canada Evidence 
Act; 


‘superior court’ means 


(a) in the Province of Prince Edward Island or 
Newfoundland, the Supreme Court, 


(a.1) in the Province of Ontario, the Court of Ap- 
peal for Ontario and the Ontario Court (General 
Division), 

(b) in the Province of Quebec, the Court. of Ap- 
peal and the Superior Court in and for the 
Province, 

(c) in the Province of New Brunswick, Manitoba, 
Saskatchewan or Alberta, the Court of Appeal for 
the Province and the Court of Queen’s Bench for 
the Province, 

(d) in the Provinces of Nova Scotia and British 
Columbia, the Court of Appeal and the Supreme 
Court of the Province, and 

(e) in the Yukon Territory, the Northwest Territo- 
ries or Nunavut, the Supreme Court thereof, 


and includes the Supreme Court of Canada and the 


S. 37(1)(b) 


Federal Court of Canada; 


“telecommunications”’ means the emission, trans- 
mission or reception. of signs, signals, writing, 
images, sounds or intelligence of any nature by wire, 
cable, radio, optical or other electromagnetic system, 
or by any similar technical system; 


“territorial sea’, 


(a)-in relation to.Canada, means.the territorial sea 
of Canada as determined under the Oceans Act 
and includes the airspace above and the seabed 
and subsoil below that sea, and 


(b) in relation to any other state, means the terri- 
torial sea of the other state as determined in ac- 
cordance with international law and the domestic 
laws of that other state; 

History: “Territorial sea” added to subsec. 35(1) by 1996, c. 31, s. 


88, to come into force on-a day to be fixed by order of the Governor 
in Council. 


“territory” means the Yukon Territory, the North- 
west Territories and, after section 3 of the Nunavut 
Act comes into force, Nunavut; 


“two justices’’ means two or more justices of the 
peace, assembled or acting together; 


“United Kingdom” means the United Kingdom of 
Great Britain and Northern Ireland; 


“United States’ 
America; 


means the United States of 


“writing”, or any term of like import, includes 
words printed, typewritten, painted, engraved, litho- 
graphed, photographed or represented or reproduced 
by any mode of representing or reproducing words in 
visible form. 


(2) Governor in Council may amend sched- 
ule — The Governor ‘in Council may, by order, 
amend the schedule by adding thereto the name of 
any country recognized by the order to be a member 
of the Commonwealth or deleting therefrom the 
name of any country recognized by the order to be 
no longer a member of the Commonwealth. 


36. Construction of “telegraph” — The expres- 
sion “telegraph” and its derivatives, in an enactment 
or in an Act of the legislature of any province en- 
acted before that province became part of Canada on 
any subject that is within the legislative powers of 
Parliament, are deemed not to include the word 
“telephone” or its derivatives. 


37. (1) Construction of “year” — The expression 
“vear” means any period of twelve consecutive 
months, except that a reference 


(a) to.a “calendar year” means. a period of twelve 
consecutive months commencing on January 1; 


(b) to a “financial year’ or “fiscal year’? means, in 
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relation to money provided by Parliament, or the 
Consolidated Revenue Fund, or the accounts, 
taxes or finances of Canada, the period beginning 
on April 1 in one calendar year and ending on 
March 31 in the next calendar year; and 


(c) by number to a Dominical year means the pe- 
riod of twelve consecutive months commencing 
on January | of that Dominical year. 


(2) Governor in Council may define year — 
Where in an enactment relating to the affairs of Par- 
liament or the Government of Canada there is a ref- 
erence to a period of a year without anything in the 
context to indicate beyond doubt whether a financial 
or fiscal year, any period of twelve consecutive 
months or a period of twelve consecutive months 
commencing on January | is intended, the Governor 
in Council may prescribe which of those periods of 
twelve consecutive months shall constitute a year for 
the purposes of the enactment. 


38. Common names — The name commonly ap- 
plied to any country, place, body, corporation, soci- 
ety, officer, functionary, person, party or thing 
means the country, place, body, corporation, society, 
officer, functionary, person, party or thing to which 
the name is commonly applied, although the name is 
not the formal or extended designation thereof. 


39. (1) Affirmative and negative resolu- 
tions — In every Act 


(a) the expression “subject to affirmative resolu- 
tion of Parliament’, when used in relation to any 
regulation, means that the regulation shall be laid 
before Parliament within fifteen days after it is 
made or, if Parliament is not then sitting, on any 
of the first fifteen days next thereafter that Parlia- 
ment is sitting and shall not come into force un- 
less and until it is affirmed by a resolution of both 
Houses of Parliament introduced and passed in 
accordance with the rules of those Houses; 


(b) the expression “subject to affirmative resolu- 
tion of the House of Commons’, when used in 
relation to any regulation, means that the regula- 
tion shall be laid before the House of Commons 
within fifteen days after it is made or, if the 
House is not then sitting, on any of the first fif- 
teen days next thereafter that the House is sitting 
and shall not come into force unless and until it is 
affirmed by a resolution of the House of Com- 
mons introduced and passed in accordance with 
the rules of that House; 


(c) the expression “subject to negative resolution 
of Parliament”, when used in relation to any reg- 
ulation, means that the regulation shall be laid 
before Parliament within fifteen days after it is 
made or, if Parliament is not then sitting, on any 
of the first fifteen days next thereafter that Parlia- 
ment is sitting and may be annulled by a resolu- 


Interpretation Act 


tion of both Houses of Parliament introduced and 
passed in accordance with the rules of those 
Houses; and 


(d) the expression “subject to negative resolution 
of the House of Commons”, when used in rela- 
tion to any regulation, means that the regulation 
shall be laid before the House of Commons 
within fifteen days after it is made or, if the 
House is not then sitting, on any of the first fif- 
teen days next thereafter that Parliament is sitting 
and may be annulled by a resolution of the House 
of Commons introduced and passed in accor- 
dance with the rules of that House. 


(2) Effect of negative resolution — Where a 
regulation is annulled by a resolution of Parliament 
or of the House of Commons, it is deemed to have 
been revoked on the day the resolution is passed and 
any law that was revoked or amended by the making 
of that regulation is deemed to be revived on the day 
the resolution is passed, but the validity of any action 
taken or not taken in compliance with a regulation so 
deemed to have been revoked shall not be affected 
by the resolution. 


References and Citations 


40. (1) Citation of enactment — In an enactment 
or document 


(a) an Act may be cited by reference to its chapter 
number in the Revised Statutes, by reference to 
its chapter number in the volume of Acts for the 
year or regnal year in which it was enacted or by 
reference to its long title or short title, with or 
without reference to its chapter number; and 


(b) a regulation may be cited by reference to its 
long title or short title, by reference to the Act 
under which it was made or by reference to the 
number or designation under which it was regis- 
tered by the Clerk of the Privy Council. 


(2) Citation includes amendment — A citation 
of or reference to an enactment is deemed to be a 
citation of or reference to the enactment as amended. 


41. (1) Reference to two or more parts, etc. — 
A reference in an enactment by number or letter to 
two or more parts, divisions, sections, subsections, 
paragraphs, subparagraphs, clauses, subclauses, 
schedules, appendices or forms shall be read as in- 
cluding the number or letter first mentioned and the 
number or letter last mentioned. 


(2) Reference in enactments to parts, etc. — 
A reference in an enactment to a part, division, sec- 
tion, schedule, appendix or form shall be read as a 
reference to a part, division, section, schedule, ap- 
pendix or form of the enactment in which the refer- 
ence occurs. 


(3) Reference in enactment to subsections, 
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etc. — A reference in an’enactment to a subsection, 
paragraph, subparagraph, clause or subclause shall 
be read as a reference to a subsection, paragraph, 
subparagraph, clause or subclause of the section, 
subsection, paragraph, subparagraph or clause, as the 
case may be, in which the reference occurs. 


(4) Reference to regulations — A reference in 
an enactment to regulations shall be read as a refer- 
ence to regulations made under the enactment in 
which the reference occurs. 


(5) Reference to another enactment — A refer- 
ence in an enactment by number or letter to any sec- 
tion, subsection, paragraph, subparagraph, clause, 
subclause or other division or line of another enact- 
ment shall be read as a reference to the section, sub- 
section, paragraph, subparagraph, clause, subclause 
or other division or line of such other enactment as 
printed by authority of law. 


Repeal and Amendment 


42. (1) Power of repeal or amendment re- 
served — Every Act shall be so construed as to re- 
serve to Parliament the power of repealing or amend- 
ing it, and of revoking, restricting or modifying any 
power, privilege or advantage thereby vested in or 
granted to any person. 


(2) Amendment or repeal at same session — 
An Act may be amended or repealed by an Act 
passed in the same session of Parliament. 


(3) Amendment part of enactment — An 
amending enactment, as far as consistent with the 
tenor thereof, shall be construed as part of the enact- 
ment that it amends. 


43. Effect of repeal — Where an enactment is re- 
pealed in whole or in part, the repeal does not 


(a) revive any enactment or anything not in force 
or existing at the time when the repeal takes 
effect, 


(b) affect the previous operation of the enactment 
so repealed or anything duly done or suffered 
thereunder, 

(c) affect any right, privilege, obligation or liabil- 
ity acquired, accrued, accruing or incurred under 
the enactment so repealed, 


(d) affect any offence committed against or con- 
travention of the provisions of the enactment so 
repealed, or any punishment, penalty or forfeiture 
incurred under the enactment so repealed, or 


(e) affect any investigation, legal proceeding or 
remedy in respect of any right, privilege, obliga- 
tion or liability referred to in paragraph (c) or in 
respect of any punishment, penalty or forfeiture 
referred to in paragraph (d), 


and an investigation, legal proceeding or remedy as 
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described in paragraph (e) may be instituted, contin- 
ued or enforced, and the punishment, penalty or for- 
feiture may be imposed as if the enactment had not 
been so repealed. 


| 44. Repeal and substitution — Where an enact- 


ment, in this section called the “former enactment”, 
is repealed and another enactment, in this section 
called the “new enactment’, is substituted therefor, 


(a) every person acting under the former enact- 
ment shall continue to act, as if appointed under 
the new enactment, until another is appointed in 
the stead of that person; 


(b) every bond and security given by a person ap- 
pointed under the former enactment remains in 
force, and all books, papers, forms and things 
made or used under the former enactment shall 
continue to be used as before the repeal in so far 
as they are consistent with the new enactment; — 


(c) every proceeding taken under the former en- 
actment shall be taken up and continued under 
and in conformity with the new enactment in so 
far as it may be done consistently with the new 
enactment; 


(d) the procedure established by the new enact- 
ment shall be followed as far as it can be adapted 
thereto 


(i) in the recovery or enforcement of fines, 
penalties and forfeitures imposed under the 
former enactment, 


(ii) in the enforcement of rights, existing or 
accruing under the former enactment, and 


(iii) in a proceeding in relation to matters that 
have happened before the repeal; 


(e) when any punishment, penalty or forfeiture is 
reduced or mitigated by the new enactment, the 
punishment, penalty or forfeiture if imposed or 
adjudged after the repeal shall be reduced or miti- 
gated accordingly; 


(f) except to the extent that the provisions of the 
new enactment are not in substance the same as 
those of the former enactment, the new enactment 
shall not be held to operate as new law, but shall 
be construed and have-effect as a consolidation 
and as declaratory of the law as contained in the 
former enactment; 


(g) all regulations made under the repealed enact- 
ment remain in force and are deemed to have 
been made under the new enactment, in so far as 
they are not inconsistent with the new enactment, 
until they are repealed or others made in their 
stead; and 


(h) any reference in an unrepealed enactment to 
the former enactment shall, with respect to a sub- 
sequent transaction, matter or thing, be read and 
construed as a reference to the provisions of the 
new enactment relating to the same subject-mat- 
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ter as the former enactment, but where there are 
no provisions in the new enactment relating to the 
same subject-matter, the former enactment shall 
be read as unrepealed in so far as is necessary to 
maintain or give effect to the unrepealed 
enactment. 


45. (1) Repeal does not imply enactment was 
in force — The repeal of an enactment in whole or 
in part shall not be deemed to be or to involve a dec- 
laration that the enactment was previously in force or 
was considered by Parliament or other body or per- 
son by whom the enactment was enacted to have 
been previously in force. 


(2) Amendment does not imply change in 
law — The amendment of an enactment shall not be 
deemed to be or to involve a declaration that the law 
under that enactment was or was considered by Par- 
liament or other body or person by whom the enact- 
ment was enacted to have been different from the 
law as it is under the enactment as amended. 


(3) Repeal does not declare previous law — 
The repeal or amendment of an enactment in whole 
or in part shall not be deemed to be or to involve any 
declaration as to the previous state of the law. 


(4) Judicial construction not adopted — A re- 
enactment, revision, consolidation or amendment of 
an enactment shall not be deemed to be or to involve 
an adoption of the construction that has by judicial 
decision or otherwise been placed on the language 
used in the enactment or on similar language. 


Demise of Crown 


46. (1) Effect of demise — Where there is a de- 
mise of the Crown, 


(a) the demise does not affect the holding of any 
office under the Crown in right of Canada; and 


(b) it is not necessary by reason of such demise 
that the holder of any such office again be ap- 
pointed thereto or, having taken an oath of office 
or allegiance before the demise, again take that 
oath, 


(2) Continuation of proceedings — No writ, ac- 
tion or other process or proceeding, civil or criminal, 
in or issuing out of any court established by an Act 
is, by reason of a demise of the Crown, determined, 
abated, discontinued or affected, but every such writ, 
action, process or proceeding remains in full force 
and may be enforced, carried on or otherwise pro- 
ceeded with or completed as though there had been 
no such demise. 
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Schedule 


(section 35 “Commonwealth” ) 


Antigua and Barbuda 
Australia 

The Bahamas 
Bangladesh 
Barbados 

Belize 

Botswana 

Brunei Darussalam 
Canada 

Cyprus 

Dominica 

Fiji 

Gambia 

Ghana 

Grenada 

Guyana 

India 

Jamaica 

Kenya 

Kiribati 

Lesotho 

Malawi 

Malaysia 

Maldives 

Malta 

Mauritius 

Nauru 

New Zealand 
Nigeria 

Pakistan 

Papua New Guinea 
St. Christopher and Nevis 
St. Lucia 

St. Vincent and the Grenadines 
Seychelles 

Sierra Leone 
Singapore 
Solomon Islands 
South Africa 

Sri Lanka 
Swaziland 
Tanzania 

Tonga 

Trinidad and Tobago 
Tuvalu 

Uganda 

United Kingdom 
Vanuata 

Western Samoa 
Zambia 

Zimbabwe 


Index 


Note: References are to sections of the Income Tax Act. “Reg.” references are to the Income Tax Regulations. “Reg. Sch. 
II:Cl.” are references to the capital cost allowance Classes in Schedule II of the Income Tax Regulations, reproduced at 
the end of the Regulations. “ITAR” references: are to the Income Tax Application Rules, reproduced after the. text of the 
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A 


ABIL, see Allowable business investment loss 

ACB, see Adjusted cost base 

AMT (Alternative Minimum Tax), see Minimum tax. 

APA, see Advance Pricing Agreement 

AVC, see Additional voluntary contribution (AVC) [to 

pension plan] 

Abatement of tax 

* corporations, 124(1) 

¢* manufacturing and processing credit,.125.1 

ee small business deduction; 125 

* individuals, re provincial schooling, allowance, 120(2) 
Reg. 6401 

Abeyance letter, 225.1(5) 

Aboriginal peoples, see Indians 

Absconding taxpayer, 226 

Acceleration clause exercised by creditor, 20(1)(n) 

Access road 

* access rights to, 13(7.5)(c) 

¢ forest, Reg. Sch. II:Cl. 10(p) 

Accident claims, see also Accident insurance plan 

* motor vehicle, payments exempt, 81(1)(q), Reg. 6501 

Accident insurance plan 

¢ death coverage is not group life insurance, Reg. 2700(2) 

¢ .employer’s contribution not a taxable benefit, 6(1)(a)(i) 

* payment to employee under, taxable, 6(1)(); ITAR 19 

Accountant, see Professional practice 

Accounting 

¢ accrual method for profession, 34 

¢ branch 

ee insurer, by, 138(9) 


ee 1975 election deficiency, defined, 138(12)*1975 
branch accounting election deficiency” 


¢ cash method for farmers, etc., 28(1)—(3) 

¢ .consolidation. method. prohibited, 61.3(1)(b)C(i), 
248(24) 

* . equity method prohibited, 61.3(1)(b)C(@), 248(24) 

Accounts 

*. contingent, limitation‘on deductibility, 18(1)(e) 

¢ factoring of, see Factoring of accounts 

* penalty for failure to keep, 238(1),.239(1)(b) 

¢ receivable, see Accounts receivable 

* separate, for tax deductions 

*¢ penalty for default, 238(1) 

¢ tax, transfers of payments among, 211.2 

* to be kept, 230(1) 

Accounts receivable 

¢ bad, see Bad debt 

* ceasing to carry on business, on, 28(5) 

¢ doubtful, reserve for, 12(1)(d), 20(1)d) 

¢ factoring of, see Factoring of, accounts 

e ‘sale of, 22 

Accrual method of reporting income 

* income not previously included, ITAR'17(5) 

¢ professional business from, 34 

Accrued interest, see Interest (monetary): accrued 


2 


Accrued return (from specified debt obligation) 

* defined, Reg. 9102(1), (3) 

Accumulated 1968 deficit 

* defined, 138(12) (to be repealed), 219(7) 

Accumulated PSPA 

* defined, Reg. 8303(1)(a), 8303(2) 

Accumulating fund 

* computation of, Reg. 307 

¢ defined, Reg. 307 

Accumulating income (of trust) 

¢ defined, 108(1) 

¢ election re, see Preferred beneficiary: election: . 

Accumulation of property 

* by registered charity, 149.1(8), (9) 

Acquiror (re butterfly transactions) 

¢ defined, 55(1)“permitted exchange”(b) 

Acquisition costs 

¢ of insurance policy, defined, Reg. 1404(2) [to be re- 
pealed], 1408(1) 

Alina Gat of control, see Control of corporation: change 

0) 

Act 

¢ defined, Interpretation Act s. 35(1) 

Actions, see also Offences 

* none for withholding taxes, 227(1) 

e recovery of tax by Crown,.for, 222 | 

Active business, see also Small business deduction 

e defined, 95(1), 125(7)“active business” 125(7)“income 
of the corporation” 248(1) 

* income from 


ee — defined, 95(1), 125(7)“income of the corporation for 
the year from an active business” 


ee foreign affiliate’s, 95(1), 95(2)(a) 

ee investment income from associated corporation, 
deemed to be, 129(6) 

¢ income incident or pertaining to, 129(4)“income’’(b)(ii) 

Active partner, see Partner 


Actor 
¢ deduction from employment income, 8(1)(q) 


Actuarial liability (of insurer, re unpaid claim) 

° ea for unpaid claim, based on, Reg. 1400(e), 
e defined, Reg. 1404(2) 

Actuarial report, for registered pension plan, 147.2(3), 
Reg. 8410 

Actuarial surplus 

¢ transfer of, 60G.01), 147.3(4.1) 


Additional tax 

¢ clawback of OAS, 180.2 

* income not earned in a province, 120(1) 

** minimum tax and, 120(4)“tax otherwise payable 

under this Part” 

¢ non-Canadian corporations carrying on business in Can- 
ada, 219 

e¢ limitations on, 219.2 

¢ surtax, see Surtax 


Additional voluntary contribution (AVC) [to pension 
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Additional voluntary contribution (AVC) [to pension 
plan] (cont'd) 

plan} 

¢ defined, 248(1) 

* past service, undeducted 

ee refund, 60.2(1) 


Adjusted business income 


* application in calculation of M&P credit, Reg. 5200, 
5201 


¢ defined, Reg. 5202, 5203(1) 


Adjusted cost base, see also Property 

* bond or debt obligation, 53(1)(g), (g.1), 53(2)(), (1.1), 
(q) 

* capital interest in trust, 94(5) 

* computing 

amounts to be added, 53(1) 

** amounts to be deducted, 53(2) 

e* reduction for assistance received, 53(2)(k) 

** reduction on debt forgiveness, 53(2)(g.1), 80(9)-(11) 

¢ debts 


** owing by predecessor corporation, 87(6), (6.1), (7); 
ITAR 26(23) 


¢ defined, 54 


* election to increase via capital gains exemption, 
110.6(19) 


* excessive election for capital gains exemption, 53(2)(v) 

* expropriation asset, 53(1)(k), 53(2)(n) 

¢ farmland, 53(1)(1) 

* flow-through entity, after 2004, 53(1)(p) 

* identical properties, 47(1)(c), (d); ITAR 26(8) 

¢ indexed debt obligation, 53(1)(g.1), 53(2)(L.1) 

e land, 53(1)(h), () 

* negative, deemed gain, 40(3), (3.1) 

¢ offshore investment fund property, 53(1)(m) 

* option, of, 53(2)(g.1) 

*¢ reduction flowed through to share, partnership inter- 
est or trust interest, 49(3.01) 


** to acquire share of predecessor, reduction on amalga- 
mation, 87(5.1) 


* partnership. interest, 40(3.1), 53(1)(e), 53(2)(c), (g.1); 
ITAR 26(9) 


* partnership property, right to receive, 53(2)(0) 
* property owned since before 1972, ITAR 26(3) 
* shares, 53(1)(b), (c), (d), (4.3); (f.2), G), 53(2)(a), (b), 
(e), (£1), (g-1) 
** right to acquire by deceased’s estate under employee 
stock option agreement, 53(2)(t) 


* substituted property, 53(1)(f) _ 

* surveying costs, 53(1)(n) 

* trust interest, 53(1)(d.1), (d.2), (1), 53(2)(b.1), (g.1), (h)s 
(i), G), (q) 

¢ valuation costs, 53(1)(n) 

Adjusted cost basis, defined, 148(9) 

Adjusted equity, 

¢ defined, 20.2(2) 

* limit on deductibility of interest relating to distributions, 
20.2(1) 

Adjusted income 

¢ defined 

ee for Child Tax Benefit, 122.6 

ee for. GST credit, 12250) 

*¢ for old age security clawback, 180.2(1) 


see also Equity 


Adjusted principal amount, defined, 80.1(7) 
* property disposed of at other than arm’s length, ITAR 
26(5) 


* property owned on Dec. 31/71, ITAR 26(3), (4) 
Adjusted selling cost (re investment tax credits) 
¢ defined, 127(11.7) 

¢ effect on qualified expenditures, 127(11.6)(d)(1i) 
Adjusted service cost (re investment tax credits) 
e defined, 127(11.7) 

¢ effect on qualified expenditures, 127(11.6)(c)(ii) 
Adjustment 

* at-risk, see At-risk adjustment (for tax shelter) 

¢ inflation, for, see Indexing (for inflation) 

* inventory, see Inventory: adjustment 

* unpaid claims reserve, 20(4.2) 

Adjustment time, defined, 14(5) 

Administration fee 

* paid to non-resident, 212(1)(a) 

ee defined, 212(4) 

Administration of Act, 220-244 


Administrator 

* estate, see Executor 

* registered pension plan, see Registered Soha plan: 
administrator 

Advance Pricing Agreement 

¢ why needed, 69(2), (3) 

Adventure in the nature of trade 

* constitutes business, 248(1)“business” 

° Oy Ent held in, no writedown until sale, 10(1.01), (9), 
( 

¢ superficial loss not deductible, 18(14)-(16) 

Advertising 

* expenses, limitation on deductibility 

¢* foreign broadcasting media, 19.1 

¢¢ foreign (other than U.S.) periodicals, 19 

* materials 

*« deemed to be inventory, 10(5) 

ee valuation of, 10(4) 


¢ show, ineligible for Canadian film/video credit, Reg. 
1106(1)“excluded production”(b) 


* signs and posters, capital cost allowance, Reg. Sch. 
H:Cl. 11 

Advisory committee, dues paid by employee, deduction, 

8(1)()(vi) 

Advocate (in Quebec), see Lawyer 

Aeronautics Act, 

81(1)(d) 

Aeroplane, see Aircraft 

Affiliate, 

Subsidiary 

¢ defined, for foreign property rules, 206(1) 

Affiliated person 

* acquisition of capital property by, 40(3.3), (3.4) 

* acquisition of depreciable property by, 13(21.2) 

* acquisition of eligible capital property by, 14(12) 

* acquisition of inventory by 

** previously held as adventure in nature of trade, 
18(14)-(16) 

*¢ previously held by financial institution, 18(13), (15) 

¢ defined, 251.1 


compensation under, exemption, 


see also Affiliated person; Foreign affiliate; 
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Age 

* 65 and over, tax credit, 118(2) 

** unused, transfer to spouse, 118.8 
* 69 


*¢ conversion of RRSP to RRIF or annuity, nasa 4), 
146(13.2), (13.3) 


> 


** conversion of pension rights to annuity contract, 


147.3(15) 


* *.. maturation of deferred profit sharing plan, 147(2)(8), 


147(10.6) 

¢ under 18, see, Minor 

Agent 

* administering property, return by, 150(3) 

* insurance, reserves for, 32(1) 

¢ liability for non-resident tax, 215(2) 

* paid by commission, deductions allowed, 8(1)(f): 

°° certificate of employer, 8(10) 

* receiving income on behalf of non-resident, 215(1); (3) 

Aggregate investment income 

¢ defined, 129(4) 

¢ refund to private corporation of 26 *3%, L2913)6@)A) 

Agreement 

* among associated/related: corporations 

ee _ to allocate base level deduction: re, soft, costs, on land, 
18(2.3) 

*¢ to allocate capital deduction among financial institu- 
tions, 190.15(2) 


** to allocate enhanced capital deduction among finan- 
cial institutions, 190.17(2) 


ee to allocate dividend allowance'for Part VI/1 tax, 
191.1(3) 


* Sfe ro dilocatesL LC | SHanARIGE limit, 127(20) 


ee to allocate reduction in ITC due to government assis- 
tance, 127(20) 


ee to allocate small business uae }25(3) 

e* to allocate Ul employer premium tax‘credit,-126.1(9) 

*¢ to transfer SR&ED qualified expenditure’ pool, 

127(13)—(17) 

* collection agreement with provinces, 228 

* competent authority, deemed valid, 115.1 

¢ for payment of unreasonably low rent 

¢¢ effect on proceeds of disposition of property, 69(1.2) 

¢ for payment without withholding tax, void) 227(12) 

* to issue shares to employee, 7 

* to transfer forgiven amount. of debt to related person, 
80.04 

Agreement for sale 

¢ included in proceeds of disposition, 20(5), (5.1) 

Agricultural land, see Farm land 


Agricultural organization 
* exemption, 149(1)(e), 149(2) 
¢ information return, whether required, 149 


Air Canada, subject to tax, 27(2), Reg: 7100 


Air purifier 
* medical expense credit for, Reg. 5700(c.1) 


Air traffic control operations, see Nav Canada 


Aircraft 

e available-for-use rule, 13(27)(h) 

e broadcasting from, 19.1(4)“foreign, broadcasting 
undertaking” 

¢ capital cost allowance, Reg. Sch. II:Cl. 9(g)-@), Sch. 
IE:Cl. 16(a)-(c) 


* capital tax exemption, Canada—U.S. Tax Convention 
Art. XXIL:3 


* component manufacturer 

** exception to thin-capitalization rules, 18(8) 
* employment, used in 

°° costs, 8(1)q), 8(9) 


employment by U.S. resident on, Canada—U,S. Tax 
» Convention Art. XV:3 


* food consumed or entertainment enjoyed on, 67. 1(4)(a) 
fuel tax rebate, see Fuel tax rebate 

GST input tax credit in respect of, 248(17) 

* hangar, capital cost allowance, Reg. Sch. II:Cl. 6(h) 

¢ international traffic, used in 


¢¢ deduction from taxable capital for large corporations 
tax, 181.4(d)(i) 


**.. income of non-resident exempt, 81(1)(c) 


¢ lease payments, non-resident withholding tax ‘exemp- 
tion, 212(1)(d)(xi) 


e manufacturer or developer of 
*¢ exception to thin capitalization rules, 18(8) 
° non-resident’s income from, exempt, 81(1)(c) 


* runway, capital cost allowance, Reg. Sch. II:Cl. 1(g), 
Seh: Cl. 17(c) 


¢ ¢..,for mine, Reg. Sch. I:Cl. 10(1)(ii). 

¢ used in international traffic, see International traffic 
Airline corporations 

¢ aviation fuel tax rebate, see Fuel tax rebate 

° taxable income earned in-a province, Reg. 407 


Airport, for mine, capital cost allowance, Reg. Sch. II:Cl. 
10(1)() 
Alarm 


¢ for infant prone to sudden infant death syndrome, medi- 
cal expense, Reg. 5700(r) 


Alberta, see also Province 
¢ northern, see Northern Canada : 
* tax rates, see introductory pages 


Alimony, see Support payments (spousal or child) 


All or substantially all 

¢ not defined (Revenue Canada treats it as meaning “90% 
or more” 

Allied war veterans 

e death or disability pension-exempt, 81(1)(e) 


Allocable amount (for preferred Repos election) 
e defined, 104(15) 
¢ election to include in beneficiary’s, income, 104(14) 


Allocation, see also Apportionment 

¢ borrowing, in proportion to, see also Borrowing 

¢ by Minister, where associated corporations do not file 
agreement 

ee base level deduction, for soft costs on land, 18(2.4) 

ee dividend allowance, for, Part VI.1 tax, 191.1(5) 

°* expenditure limit, for, investment, tax. credit, 

127(10.4) 

e* UI premium tax credit, 126.1(10) 

* coal mine depletion allowance, 65(3) 

* consideration, where combined transfer of property, 
13(33), 68 

¢ foreign. tax. 
104(22)-(22.4) 

* income of trust, to beneficiaries 

ee capital gains, 104(21)-(21.2) 

ee dividends, 104(19), (20) 

°° preferred beneficiary election, 104(13) 


credit, by trust to beneficiary, 
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Allocation (cont'd) 

¢ liability for debt obligation, 80(2)(0) 

* patronage, in proportion to, see also Patronage 

* proceeds 

** between land and building, 13(21.1), 70(5)(d) 

*¢ between property and services, 68 

Allocation method 

¢ deductibility of interest relating to distributions, 20.1(3) 

Allowable business investment loss, see also Business in- 

vestment loss 

¢ carryforward, 111(1)(a), 111(8)“non-capital loss” 

e« reduction on debt forgiveness, 80(4)(a) 

¢ deduction, 3(d) 

¢ defined, 38(c) 

¢ partnership, of, 96(1.7) 

Allowable capital loss, see Capital loss 

Allowable refund (of non-resident-owned investment 

corporation) 

* application of, to corporation’s tax liability, 133(7) 

¢ defined, 133(8) 

¢ interest on, 133(7.01), (7.02) 

* payment of, to corporation, 133(6) 

Allowable refundable tax on hand (non-resident-owned 

investment corporation) 

¢ defined, 133(9) 

Allowance 

* capital cost, see Capital cost allowance 

¢ clergyman’s, not taxable, 6(1)(b)(vi) 

e defined 

° capital cost, 20(1)(a), Reg. 1100, see also Capital 
cost allowance 
for alimony, maintenance, child support, 56(12) 
for employee benefits, reasonable, 6(1)(b)(x), (xi) 
retiring, 248(1), see also Retiring allowance 

depletion, see Depletion allowances 

depreciable property, see Capital cost allowance 

disabled employee: transportation and attendant, 6(16) 

employee, 6(1)(b) 

¢ child’s schooling, 6(1)(b)Gx) 

exempt, 81(1)(d) 

family, see Child Tax Benefit 

inventory, repealed [was 20(1)(gg)] 

investment in property in Canada, 219(1)(h), Reg. 808 

Member of Legislative Assembly, 81(2) 

members of Canadian Forces, 6(1)(b)(ii) 

mines, Reg. Part XII 

motor vehicle, employee’s, 6(1)(b)(vii.1) 
where deemed not reasonable, 6(1)(b)(x), (x1) 

* municipal officer’s, 81(3) 

* not income, 6(1)(b)(j)—(Gx) 

* oil or gas wells, Reg. Part XII 

* parking, for disabled employee, not income, 6(16) 


e 
e 


received, as income, 6(1)(b) 
representation, not income, 6(1)(b)(ili), (iv) 
resource, 20(1)(v.1) 
* resource and processing, Reg. Part XII 
* retiring, see Retiring allowance 
* support payments, defined with respect to, 56(12) 
* training 
** withholding of tax, 153(1)() 
* transportation 
¢¢ disabled employee, 6(16) 


** remote work site, 6(6)(b) 

* travelling, not income, 6(1)(b)(i), (ii), (v)-(vil) 

¢ volunteer firemen’s, not income, 6(1)(b)(vi11) 

Alternative Minimum Tax, see Minimum tax 

Amalgamation, 87 

* accrual rules, 87(2)(j.4) 

¢ affiliated corporations, 251.1(2) 

¢ balance-due day, 87(2)(00.1) 

* balance of tax for year, when due, 87(2)(00), 
157(1)(b)(@) 

¢ Canadian film/video tax credit, 87(2)(§.94) 

* capital dividend account, 87(2)(z.1) 

* capital dividends, 87(2)(x)(i1) 

* capital property, 53(6), 87(2)(e) 

¢ carryback of losses, 87(2.11) 

¢ charitable gifts, 87(2)(v) 

* computation of income, 87(2)(c) 

* continuation of predecessors, 87(2)(g.1), G-6)-G.93), 


(qq) 
butterfly reorganizations, 55(3.2)(b) 

* contributed surplus, 87(2)(y) 

° ggibpaerins beneficiary under life insurance policy, 

* corporations deemed related, 251(3.1) 

* cross-border, 128.2 

* cumulative eligible capital, 87(2)(f) 

* cumulative offset account, computation, 87(2)(pp) 

¢ debt obligation acquired, 87(2)(e.2) 

¢ debts 

between two predecessor corporations, 80.01(3) 

owing by predecessor corporation, 87(6), (7); ITAR 

26(23) 

** owing to predecessor corporation, 87(2)(h) 

¢ deemed proceeds of disposition, 69(13) 

¢ defined, 87(1) 

¢ depreciable property, 87(2)(d), (d.1) 

* eligible capital amount, 87(2)(f) 

* eligible capital expenditure, 87(2)(f) 

* eligible capital property, 87(2)(f) 

¢ employee benefit plans, 87(2)(.3) 

* employee stock options, 7(1.4), (1.5) 

* employment tax credit, 87(2)(qq) 

* exchanged shares, 87(4.1), (4.2) 

¢ farm losses, 87(2.1) 

¢ flow-through entity, 87(2)(bb.1) 

¢ flow-through shares, 87(4.4) 

*e renunciation of CDE as CEE, calculation of taxable 
capital limit, 66(12.6013) 

* following debt forgiveness, deemed capital gain, 

80.03(3)(a)(it) 
¢ foreign affiliate, shares of, 87(2)(u) 


* foreign corporation with Canadian resident corporation, 
128.2 


foreign tax carryover, 87(2)(Z) 
insurance corporation, 87(2.2) 
inventory, 87(2)(b) 

¢ adjustment, 87(2)G.1) 
investment tax credit, 87(2)(00), (00.1), (qq) 
lease, cancellation of, 87(2)(Q.5) 
leasing properties, 16.1(4) 
liability for Part VI.1 tax transferred, 87(2)(ss) 
life insurance capital dividends, 87(2)(x)(i1) 
limited partnership losses, 87(2.1) 
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Amalgamation (cont'd) 
¢ losses 


°° carryback, 87(2.11) 

°° carryforward, 87(2:1) 

* mark-to-market property, 87(2)(e.4) 

* mining reclamation trust, interest in, 87(2)(.93) 
* mutual fund corporations, 87(2)(bb) 

* net capital losses, 87(2.1) 

* new corporation 

deemed continuation of. predecessors; 
at 6)-G.9), 

ee accrual rules, 87(2)(j.4) 

bank reserves, 87(2)(g.1) 


87(1:2), 


eee cancellation of lease, 87(2)(j.5) 

eee charitable gifts, 87(2)(v) 

eee deduction for Part I.3 tax, 87(2)(j.9) 

AS deduction of Part VI tax, 87(2)(j.9) 

eee employee benefit plans, 87(2)(j.3) 

eee inclusion of deferred amounts’ for livestock, 
87(2)(tt) 

eee insurance corporations, 87(2.2) © 

eee Part Il, 87(2)(z.2) 

eee partnership interest, 87(2)(e.1) 

eee prepaid expenses, 87(2)(j.2) 


° registered plans, 87(2)(q) 


whether Canadian corporation, 89(1)“Canadian 
corporation” 


* new ee deemed related to predecessors, 
251(3.1) 

* non-arm’s length transactions, 251(3.1) 

* non-capital losses, 87(2.1) 

* non-resident-owned investment corporation, 87(2)(cc) 

* not acquisition of control, 88(4) 

¢ obligations, see debts (above) 

* options 

expired, 87(2)(0) 

received on, ITAR 26(22) 

ee G nee shares of predecessor corporation, 87(5), 

¢ paid-up capital, computation of, 87(3), (3.1) 

* partnership interest acquired, 87(2)(e.1) 

¢ pre-1972 capital surplus on hand, 87(2)(t) 

¢ predecessor corporation 

continued, 87(2)(j)—(l) 

defined, 87(1) 

¢ preferred earnings amount, 87(2)(y.1) 

¢ preferred shares, 87(4.1), (4.2) 

* prepaid expenses, 87(2)(j.2) 

¢ proceeds of disposition not due until later year, 87(2)(m) 

* property lost, destroyed or taken, 87(2)(1.3) 

public corporation, 87(2)(ii), 87(2)G)—CD) 

refundable dividend tax on hand, 87(2)(aa) 

refundable investment tax credit, 87(2)(oo.1) 

refundable Part VII tax on hand, 87(2)(nn) 

reserves, carryover to new corporation, 87(2)(g) 

residence of predecessor corporations, deemed, 128.2 

resource and processing allowances, Reg. 1214 

resource expenses, 66.7(6) 

resource property disposition, 

87(2)(p) 

* restricted farm loss, 87(2.1) 

¢ rights, exchange of, 87(4.3) 

¢ rules applicable, 87(2) 


consideration for, 


scientific research expenditures, 87(2)(1)-(1.2) 
security acquired, 87(2)(e.2) 
settlement of debts between predecessors, 80.01(3) 
shares 
deemed received, 87(1.1) 
exchange of, 87(4.1), (4.2) 
issued by parent, 87(9) 
predecessor corporations, of, 87(4) 
received on, ITAR 26(21), 65(5) 
short-form, 87(1.1), (2.11) 
special reserve, 87(2)(i), (j) 
specified debt obligation, 87(2)(e.3) 
specified property, effect on adjusted cost base, 53(6) 
subsidiary wholly-owned corporation, 87(1.4) 
tax-deferred preferred shares previously issued, 83(7) 
taxable dividends, 87(2)(x) 
taxable preferred shares, tax on, 87(2)(rr) 
taxation year, 87(2)(a) 
transitional provisions, ITAR 34 
triangular, 87(9) 
UI premium tax credit, 87(2)(mm) 
vertical 
¢ —carryback of losses, 87(2.11) 
* deemed cost of capital properties, 87(11)(b) 
*¢ deemed proceeds from subsidiary’s shares, 87(11)(a) 
* warranty outlays, 87(2)(n) 
Amateur athlete trust, see also Athlete 
¢ beneficiary, defined, 143.1(1)(e) 
¢ death of beneficiary, 143.1(4) 
e defined, 143.1(1), 248(1) 
¢ distributions by 


e deemed 
ee 8 years after last international competition, 
143.1(3) 
ee on death, 143.1(4) 
¢ included in income, 12(1)(z), 143.1(2) 
¢ non-resident beneficiary, to 
ee tax on trust, 210.2(1.1) 
ee withholding tax, 212(1)(u), 214(3)(k) 
excluded from various trust rules, 108(1)“trust’’(a) 
no tax payable by, 143.1(1)(, 149(1)(v) 
¢ termination of, 143.1(3) 
¢ trustee, defined, 143.1(1)(f) 
Amateur athletic association 
¢ registered Canadian, see Registered Canadian amateur 
athletic association 
Ambassador, see Diplomat 
Ambulance 
¢ excluded from “automobile”, 248(1)“automobile’’(b) 
¢ medical expense credit, 118.2(2)(f) 
Amended Act 
¢ defined, ITAR 8‘‘amended Act” 
Amendments to elections, 220(3.2) 
American law, see United States 
Ammonite gemstone 
* treated as mineral, 
resource’ ’(d)(i1) 
Amortization 
¢ depreciable property, see Capital cost allowance 
* expenditures, see Matchable expenditure 


Amortization date (for specified debt obligation), Reg. 


248(1)‘“mineral’, “mineral 
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Amortization date (for specified debt 
obligation) (cont'd) 

9200(2) 

Amortized cost 

¢ defined, 248(1) 

* variation in, for certain insurers, 138(13) 


Amount 

¢ defined, 248(1) 

* list of, see Dollar amounts in legislation and regulations 
* negative, deemed nil, 257 

Amounts receivable 

* deceased taxpayer, by, 70(2), (3) 

Amusement parks 

* capital cost allowance, Reg. Sch. II:Cl. 37 

¢ defined, Reg. 1104(12) 


Animal 

* breeding, defined, 80.3(1) 

* inventory valuation, 28(1.2), Reg. 1802 

* specified, defined, 28(1.2) 

* trained to assist disabled person, medical expense credit, 
118.2(2)q) 

Anniversary day 

° TSAR BCU! contract, of, defined, 12(11)“anniversary 
ay 

Annual dues 

* professional membership, deduction, 8(1)(i)@) 

* trade union, etc., deductible, 8(1)(i)Gv)-(vi) 

‘Annual gains limit” defined, | 10.6(1) 

Annual investment tax credit limit, defined, 127(9) 


Annual reporting of interest, see Interest (monetary): 

accrued 

Annuitant 

¢ defined 

ee for RRIF, 146.3(1) 

ee for RRSP, 146(1), Reg. 214(7) 

¢¢ for registered labour-sponsored venture capital cor- 
porations, defined, 204.8 

Annuity, Reg. Part III, see also Annuity contract 

* accrual to date of death, 70(1)(a) 

¢ capital element deductible, 60(a), Reg. 300 

¢ contract, see Annuity contract 

¢ deferred, out of pension plan, 254 


¢ defined, 248(1); Canada—U.S. Tax Convention Art. 
XVIIL:4; Income Tax Conventions Interpretation Act s. 
5 


¢ definitions, Reg. 310 

¢ disposition of - 

ee information return, Reg. 208 

ee taxable, 56(1)(d.2) 

¢ disposition of interest in 

ee¢ information return, Reg. 217 

¢ enlargement of, 58(7) 

* government, deductible portion of, 58(1)-(3) 
ee¢ husband and wife, 58(5) 

¢ life insurance proceeds, as, 148(6), (10) 
* money borrowed to buy 

ee limitation on deductibility, 18(11)(d) 
* payments 

*¢ capital element of, Reg. 300 

ee information returns, Reg. 208 

ee life annuity contracts, Reg. 301 


° non-residents, to, 212(1)(0) 

° taxable, 56(1)(d) 

* pension excluded from, 58(6) 

* prescribed, see Prescribed annuity. contract 

¢ qualified, defined, Reg. 1404(2) 

¢ RRSP premium refund transferred to, 60(1) 

* receipt of, income, 56(1)(d), (d.2), 

¢ valuation of, Reg. 4200 

¢ withholding tax, 153(1)(f), 212(1)(o) 

Annuity contract, see also Life: insurance policy 

* accrued interest on, taxable, 12.2 | 

* cancellation or termination of, Reg.'303 

* capital/income elements, 16(4) 

* constitutes life insurance policy, 138(12)*‘life insurance 
policy” 

¢ deduction, 20(19) 

¢ disposition of 

¢¢ deduction, 20(20) 

* income-averaging, 
contract 

* interest on money borrowed to buy 

** amount deductible, 20(1)(c)(iv) 

¢ prescribed, Reg. 304 

* unallocated income accrued before 1982, Reg. 305 

Anti-avoidance rules, see also Artificial transactions; Tax 

avoidance 

¢ abuse of the Act, 245(4) 

* acquisition of option rather than shares to avoid various 
rules, 256(8) 

* acquisition of property to defer deemed disposition by 

trust, 104(5.7)(c) 

associated corporations, 256(2.1) 

at-risk amount of limited partner, 96(2.6), (2.7) 

attribution rules, see Attribution rules 

avoidance transaction, defined, 245(3) 

capital dividend, share acquired to receive, 83(2, 1) 

capital gains exemption 
allocated through partnership or trust, 110.6(11) 
butterfly, on, 110.6(7)(a) 
failure to declare exempt gain, 110.6(6) 
gain of corporation converted to gain of individual, 
110.6(7)(b) 

ee sale of shares of corporation, 84.1(2)(a.1)(i1), 

84.1(2.1)(b) 

* capital gains stripping, 55(2), 110.6(7)(a) 

* corporations becoming related to transfer forgiven 
amount of debt, 80.04(8) 

¢ cross-border purchase butterfly, 55(3.1) 

¢ debt forgiveness reserve, 61.3(3), 160.4 


¢ determination by Minister of tax consequences, 
152(1.11), (1-12) 


¢ binding effect, 152(1.3) 
dividend stripping, see Surplus stripping 
dividends deemed not to be taxable dividends, 129(1.2) 


exempt beneficiary, creation of interest in trust to defer 
deemed disposition, 104(5.5)(b) 


¢ foreign affiliate rules, 95(6). 


e general rule, 245(2), see also Generh anti-avoidance 
rule 


investment tax credit 
¢ qualified expenditures, 127(24) 
¢ transfer of SR&ED pool, 127(16) 
loan not at arm’s length, 56(4.1)—(4.3) 
loss carryover rules, on change of corporate control, 


see Income-averaging annuity 
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Anti-avoidance rules ( Comte ay 
111(5.5) 
* losses imported by partnership by Ca = 
parte BaD. Os - p p by Si aR anadian 
* misuse of the ‘Act, 245(4) 
* newspaper or periodical, control by non-resident, 19(8) 


* . partnership acquiring sapatal properties. to, Avoid debt 
forgiveness rules, 80(18) 


* partnership capital contribution where aie partner 
withdraws funds, 40(3.13) ) 


° Beare, with non-resident partners importing losses, 
96(8),. (9) 

* payment of capital dividend through trust to non-resi- 
dent, 212(1)(c)(i) 


* pension adjustment, 
8503(14) 


¢ purchase butterfly, 55(1), a: 1), (3. 2) 

e reserve for 1995 stub period income,,34.2(7) 

¢ residence of corporation, 250(5) 

¢ sale of shares by non-resident, 212.1 ve 

¢ sale of shares for dividend stripping, 84.1 

¢ , share acquired, to.obtain. dividend refund, 129(1.2)..,, 

¢ specified member of partnership, 40(3.131);:127.52(2.1) 

¢ specified person to benefit from ane auent ma yore 
of property, 69(11) . 
application on winding-up, 88(1) 

¢ surplus stripping, see Surplus stripping 


* transfer of insurance business by non-resident insurer, 
138(11.7) 


¢ transfer of property between trusts to delay deemed dis- 
position rules, 104(5.8) © 


¢ transfer of property by tax debtor, 160 


¢ transfer of property with pregnant loss, 
40(3.3), (3.4) 


*' transfer pricing, 69(2), (3) 

° treaty shopping, Canada—U.S. Tax Convention Art. 
XXIX Av’ 

* trust, excessive capital interest, 104(7.1), (7.2) 

* trust with accrued loss, acquisition of interest in, 107(6) 

e unreasonable consideration, 69(2), (3) 

Antoine Guertin Ltée case overruled, 20(1)(e.2) 


Appeal 

¢ books and records, 230(6). - 

¢ . disposal. of , 

¢* Minister’s duty after, 164(4.1) 

*e reassessment, on consent, 169(3) 
ee Tax Court, by, 171 

¢ expense of making, deduction, 60(0): 


artificial pet of, Reg. 


ier); 


extension of time for making, 167 
Federal Court of Appeal, to,172(3), 180 
e documents to be transferred; 176 
frivolous, 10% penalty, 179.1 
general procedure, 175» 
* grounds for, whether raised in Notice of Objection, 
169(2.1) 
¢ in camera proceedings in Federal Court, 179 
¢ informal procedure, 170 
° | large air te by, only on grounds raised in objec- 
tion, 169(2.1) 
legal costs of, 152(1.2) 
limitation on grounds for filing, 169(2), (2.1) 
notice of, Tax Court to Deputy Minister, 170(1) 
Part IV.1 tax, 187.6 
Part VI.1 tax, 191.4(2) 


¢ Part XII.2 tax, 210.2(7) 

e \Part XII.3 tax, 211.5 

e Part XII.4 tax, 211.6(5) 

* repayment on, 164(1.1) 

* restriction on collection action while underway, 225.1 
* stay of, during action, 239(4) 

¢ Tax Court decisions, from, 174(4.1) 

¢ Tax Court of Canada, to, 169, 170, 174 
¢ time not counted, 173(2), 174(5) 

¢ transitional provisions, ITAR 62(4)-(6) 
¢ where no reasonable grounds for, 179.1 
¢ where right to appeal waived, 169(2.2) 


Applicable fraction (for debt forgiveness rules) 

¢ application of to capital’ losses, 80(4) 

¢ defined, 80(2)(d) 

Apportionment, see also Allocation 

¢ bond interest to date of sale, 20(14) 

e income accrued to date of death, 70(1)(a) 

° prone of disposition, between property and services, 


¢ taxable and exempt income, between, 149(6) 

Appropriate minister 

¢. defined, 13(21) 

Appropriate percentage 

¢ defined, 248(1) 

Appropriation Act 

* interest paid under 

e¢ . deduction for, 20(1)(c)(iii) 

Appropriation of amounts 

* to transfer balance between tax accounts, 221.2 

Appropriation of property of corporation 

¢ by shareholder, generally, 15(1), 69(4) 

* on winding-up, 69(5), 84(2) 

Approved pension plan 

e included in reference to “registered” plan, ITAR 17(8) 

Approved project, defined, 127(9) 

Approved project property 

e ascertainment of, 127(10)(c) 

e defined, 127(9) [repealed] 

* prescribed, Reg. 4604 

¢ prescribed activities, Reg. 4605 

Approved share 

e clawback on disposition, 211.8(1) 

¢ defined, 127.4(1), 211.7 

Arbitration of disputes, Canada—U.S. Tax Convention 

Art. XXVI1:6 

Area Development Incentives Act 

¢ development grant under 

¢* capital cost allowance for property receiving, Reg. 
Sch, II:Cl..20, Sch. :Cl. 21 

Armed forces, see Canadian Forces 


Arm’s length 

e dividend dealings, 55(4), (5)(e) 

¢ interest paid to non-residents in foreign currency, 
212(1)(b) (iii) 

¢ meaning of, 251(1) 

e+ for CCA purposes, Reg. 1102(20) 

¢e for currency dealings with foreign affiliate, 95(2.1) 

°° for debt forgiveness rules, 80(2)(j) 

¢* — for divisive reorganizations, 55(4), (5)(e) 
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Arm’s length (cont'd) 
¢e for non-arm’s length sale of shares, 84.1(2)(b), (d), 
212.1(3)(c) 


*¢ for resource expenses renounced to partnership on 
flow-through shares, 66(17) 


ee for tax shelter investment where information outside 
Canada, 143.2(14) 


¢¢ for windup of subsidiary, 88(1)(d.2) 
¢ not deemed to confer benefit, 246(2) 


Arrival in Canada, see Becoming resident in Canada 


Art, see also Cultural property; Listed personal property 
¢ whether CCA allowed, Reg. 1102(1)(e) 


Artificial eye, medical expense, 118.2(2)(i) 
Artificial kidney machine, medical expense, | 18.2(2)(1) 


Artificial limb 
* costs, as medical expenses, 118.2(2)(i) 


Artificial transactions, see Anti-avoidance rules 


Artist 

¢ artistic endeavour, 10(6)—(8) 

* expenses, deduction from employment income, 8(1)(q) 

¢ gift of cultural property created by, 118.1(7.1) 

¢ gift of work of art created by, 118.1(7) 

* organization for, see Registered national arts service 
organization 

* project grant, included in income, 56(1)(n) 

¢ US. resident, Canada—U.S. Tax Convention Art. XVI 

¢ valuation of inventory, 10(6)—(8) 


Artistic endeavour 
¢ defined, 10(8) 
¢ value of inventory, 10(6), (7) 


Arts service organization, see Registered national arts ser- 
vice organization 


‘““As registered” (pension plan), meaning, 147.1(15) 


Assessable dividend (for Part IV tax) 
¢ defined, 186(3) 
¢ tax on, 186(1)(a) 
Assessment, see also Determination; Reassessment ° 
* amounts received under RCA trust, re, 160.3(2) 
appeal from, see Appeal 
arbitrary, 152(7) 
consequential, of other taxation year, 152(4.3) 
date of mailing, 244(14) 
date of making, 244(15) 
determination binding, 152(1.3)-(3) 
excess refund, 160.1(3) 
failure to withhold tax, 227(10)-(10.8) 
farmers and fishermen averaging, 119(3) 
includes reassessment, 248(1) 
incorrect or incomplete, 152(3), (8) 
irregularities in, not invalidating; 152(3), (8), 166 
issue in respect of, reference to Tax Court, 173 
losses, of, see Determination 
Minister, by, 152(1) 
net worth, 152(7) 
notice of, 152(2) 
date of, 244(14), (15) 
* objection to, see Objection 
Part IV.1 tax, 187.6 
Part VI.1 tax, 191.4(2) 
Part XII.2 tax, 210.2(7) 
Part XII.3 tax, 211.5 


e Part XII.4 tax, 211.6(5) 

¢ Part XII.5 tax, 227(10.01), 227(10.1)(c) 

e Part XIL.6 tax, 211.91(3) 

¢ transitional provision, ITAR 62(1) 

¢ valid and binding despite defects, 152(8) 

Asset 

* computation of, for 
61.3(1)(b)B(i) 

¢ lending 

ee defined, 248(1) 

e¢ of insurer/moneylender 


debt forgiveness reserve, 


eee limitation on deduction re, where reduced in 
value, 18(1)(s) 

Assignee 

¢ withholding tax, liability for, 227(5), (5.1)(g) 

Assignment 


° rights to income, 56(4) 
¢ tax refund, permitted, 220(6) 


Assistance/government assistance 


¢ Canadian development expense, in respect of, 
66.2(5)“Canadian development expense” 66.2(5)“cumu- 
lative Canadian development expense”D, M 


¢ Canadian’ exploration expense, in respect of, 
66.1(6)“Canadian exploration expense” 66.1(6)“cumula- 
tive Canadian exploration expense” E, J 


¢ Canadian film/video tax credit 

*¢ constitutes assistance for all purposes, 125.4(5) 

ee defined, 125.4(1) 

¢ Canadian oil and gas property expense, in respect of, 
66.4(5)“Canadian oil and gas property expense” 
66.4(5)“cumulative Canadian oil and gas property ex- 
pense’’D, I 

° defined 


ee for investment tax credit, 
assistance” 


** for resource exploration and development rules, 
66(15) “assistance” 

ee includes GST input tax credits, 248(16)-(18) 

¢ eligible capital expenditure, in respect of, 14(10), (11) 

* expired, treated as repaid, 127(10.8) 

¢ exploration and development grant, 
20(1 )(kk) 

¢ GST input tax credit or rebate deemed to be, 248(16) 

¢ GST input tax credit repaid deemed to be reduction in, 
248(18) 

* government, defined, 127(9) 

¢ included in income, 12(1)(x) 

* increases adjusted cost base of partnership interest, 
53(1)(e)(ix) 

* investment tax credit reduction, 127(18)-(21) 

* non-government, defined, 127(9) 

* prescribed benefit under government program 

** overpayment repaid, deductible, 60(n)(ii.1) 

ee taxable, 56(1)(a)(vi), Reg. 5502 

¢ qualified expenditures, effect on, 127(18)-(21) 

* reduces adjusted base of partnership 
53(2)(c)(ix) 

* reduces adjusted cost base of property, 13(7.1), 
127(11.1)(b) 

¢ reduces claim for scientific research, 37(1)(d) 


° reduces R&D expenditures, 127(11.1)(f) [repealed], 
127(18) 


* repayment of 
*¢ creates capital loss, 39(13) 


127(9)“government 


deductible, 


interest, 
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Assistance/government assistance (cont’d) 
e* deduction for, 20(1)(hh) 


** excluded from reduction in cost base, 53(2)(kK 
S5(2N8) a (2)(k), 
** includes repaid GST input tax credit, 248(18) 


** increases investment tax credit, 127(9)‘investment 
tax credit”(e.1), 127(10.7) 


*¢ reduces adjusted cost base of partnership interest, 
53(1)(e)(ix)(B) 

¢ resource-related 

¢« allocated to member of partnership, 66.1(7), 66.2(6), 
(7), 66.4(6), (7) 

** increases adjusted cost base of partnership interest, 
53(1)(e)(ix) 

Assistant’s salary paid by employee 

¢ CPP contributions, UI/EI premiums deductible, 8(1)(1.1) 

¢ deduction, 8(1)()(i) 

°° certificate of employer, 8(10) 

Associated charities 

e designation by Minister, 149.1(7) 

¢ disbursement by one to another, 149.1(6)(c) 

Associated corporations, see also Related persons 

* anti-avoidance deeming provision, 256(2.1) 

¢ base level deduction, 18(2.3)—(2.5) 


e certain shares excluded from fair market valuations, 
256(1.6) 


* corporations associated with same corporation deemed 
associated with each other, 256(2) 


¢ defined, 256(1) 
¢ investment income from, 129(6) 


*. investment tax credit, allocation of expenditure limit, 
127(10.2)-(10.4) 


¢ land soft costs, allocation of base level deduction, 
18(2.3)—(2.5) 

* options, 256(1.4) 

¢ parent deemed to own child’s shares, 256(1.3) 

¢ Part VI.1 tax, allocation of dividend allowance, 
191.1(3)-(5) 

* person deemed related to himself, 256(1.5) 

* research property disposed of to, 37.1(4) 

¢ rights, 256(1.4) 

e small business deduction, 125(3)-(5) 

¢ specified class of shares, defined, 256(1.1) 

¢ UI premium tax credit, allocation, 126.1(9)-(.1) 

Associated employers (UI premium tax credit) 

* allocation of credit, 126.1(9)-(11) 

e defined, 126.1(2), (3) 

Association of Universities and Colleges of Canada, ex- 

empt, 149(1)(h.1) 

Associations 

¢ drilling and exploration expenses, pre-1962, ITAR 
29(9), (10), (13) 

* non-profit exemption, 149(1)(1) 

Assumption of debt, 20(1)(e)Gi-2), 20(1)(e.1) Git) 

¢ debt forgiveness rules do not apply, 80(1)“forgiven 
amount’ B(1) 

At-risk adjustment (for tax shelter) 

¢ defined, 143.2(2), (3) 

At-risk amount, see also Limited partner, Tax shelter 

° artificial transactions, 96(2.6), (2.7) 

¢ as prescribed benefit for tax shelter purposes, Reg. 
231(6) 

¢ defined, 96(2.2) 


¢ limited partner’s losses restricted to, 96(2.1) 


* limited partnership interest acquired by subsequent per- 
son, 96(2.3) 


¢. prescribed film production, Reg. 7500 

*. prescribed revenue guarantee, Reg. 7500 
* resource expenditures, 66.8 

Athlete 


° association for, see Registered Canadian amateur ath- 
letic association 


¢ income of, Canada—U.S. Tax Treaty, Art. XVI 

¢ Major League Baseball Players Benefit Plan, Reg. 6800 

¢ National Hockey League referees, Reg. 6801(c), 
6802(d) 

¢ signing bonus, taxable, 6(3), 115(2)(c.1), 115(2)(e)(v) 

¢ trust for, see Amateur athlete trust 

* tuition support received by, no 
118.5(1)(a)(v) 

e U.S. resident, Canada—U.S, Tax Convention. Art, XVI 

Atlantic Groundfish Adjustment Program/Atlantic 

Groundfish Strategy, see Fishing: compensation programs 

Attendant 

e for taxpayer or dependant mentally or physically 
impaired 

ee allowance paid by employer, not income, 6(16) 

ee deduction from income, 64 

residents absent from Canada, 64.1 

e¢ medical expense credit, 118.2(2)(b), (b.1), (c) 

ee reimbursement of expenses, 118.2(3)(b) 

Attributed surplus (of financial institution) 

* defined, 181(2), 190(1.1), Reg. 8602 

Attributed surplus (non-resident insurer) 

¢ defined, 219(7), Reg. 2405(3) 

Attribution rules, 74.1—74.5 

¢ Child Tax Benefit cheque deposited for child’s benefit, 
T& lt) 

¢ deemed receipt of dividend, 82(2) 

¢ “designated person” defined, 74.5(5) 

¢ gain/loss from property transferred or loaned, 74.2 

e« farm property, 75.1 

ee trust, to, 74.3(1)(b) 

¢ indirect payments, 56(2) 

e interest-free or low-interest loans, 56(4.1) 

e loan or indebtedness, 56(4.1)-(4.3) 


* prescribed provincial pension plan contributions, excep- 
tion for, 74.5(12) 


° property transferred to child, 74.1(2), 75.1 

* property transferred to spouse 

ee capital gain/loss on, 74.2(1) 

ee income from, 74.1(1) 

* property transferred to trust 

*e income, gain or loss transferor’s, 75(2) 

ee¢ trusts excluded, 75(3) 

e reverse attribution, excluded, 74.5(11) 

¢ spousal RRSP premiums, exception for, 74.5(12) 
¢ transfer or loan to child, 74.1(2) 

¢ transfer or loan to corporation 

*¢  income/loss from property transferred or loaned, 74.1 
ee trust, to, 74.3(1)(a) 

¢ transfer or loan to spouse, 74.1(1), 74.2(1) 

¢ where not applicable, 74.5 


Auction of seized chattels, 225(2)-(4) 


tuition credit, 
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Audit, 231.1 

* compliance required, 231.5(2) 

* copies or printouts of documents, 231.5(1) 

¢ fishing expedition, 231.2(3) 

Aunt, see also Niece/nephew 

¢ defined, 252(2)(e) 

¢ dependent, 118(6)(b) 

Author 

e deduction from employment income, 8(1)(q) 


Authorized person 

¢ defined, re communication of taxpayer information, 
241(10) 

Automobile, see also Motor vehicle; Passenger vehicle 

¢ available to shareholder, benefit, 15(5), (7) 

¢ benefit related to operation of, includable in employee’s 
income, 6(1)(a)(ii1) 

¢ benefit related to use of, not includable in employee's 
income, 6(1)(a)(ili) 

¢ benefit to shareholder, 15(5) 

¢ capital cost allowance 

exclusion, Reg. 1102(1)(h), 1102(11)-(13) 

limitation, see Passenger vehicle: luxury 

¢ dealer, taxable benefit to sales employees, 6(2.1) 

¢ defined, 248(1) 

¢ employee's, capital cost allowance, Reg. 1100(6) 

* expenses 

employee, of, 8(1)(h.1) 

ee limitations on deductibility, 13(7)(g), (h), 18(1)(), 

67.2, 64:3 

¢ gasoline for, see operating costs (below) 

* insurance, see operating costs (below) . 

* interest cost limit, see Passenger vehicle: luxury 

¢ lease expense limit, see Passenger vehicle: luxury 

e luxury, see Passenger vehicle: luxury 

* maintenance, see operating costs (below) 

* operating costs 

ee benefit 


ans employee-owned car, 6(1)(1) 
eee employer-owned car, 6(1)(k); Reg. 7305.1 


shareholder, received by, 15(5) 

ee deductible 

by employee, 8(1)(h.1) 

by employer, 9(1) 

* parking for, taxable benefit, 6(1)(a), 6(1.1) 

¢ provided to employee 

amount included in income, 6(1)(e), (k), 6(2) 
ee cost includes GST, 6(7) 

¢ provided to partner 

amount included in income, 12(1)(y) 

* provided to shareholder 

*e¢ amount included in income, 15(5) 

* purchase loan to employee, 15(2)(a)(iv), 15(2.4)(d) 
* salesmen, standby charge for use of vehicle, 6(2.1) 
* short-term rental/leasing, for 

*¢ capital cost allowance, Reg. Sch. I:Cl. 16 

¢ standby charge, 6(1)(e) 

reasonable amount, 6(2) 

ee salesman, reasonable amount, 6(2.1) 

¢ trade-in, allocation of consideration, 13(33) 

¢ used by employee, 6(1)(e), (k), 6(2) 

¢ used by shareholder, 15(5) 


e 
e 


* used in employment 

**¢ costs, 8(1)() 

Automotive equipment 

¢ capital cost allowance, Reg. Sch. I:Cl. 10(a) 

e* large trucks and tractors, Reg. Sch. I:Cl. 16(g) 

Available-for-use rules 

* capital cost allowance, 13(26)-(32), Reg. 1100(2)(a)(), 
(vil) 

ee transfer of 

13(21.2)(e)(iv) 

¢ deduction against rental income, 20(28), (29) 

* investment tax credit, 127(11.2) 

¢ meaning of, 248(19) 

¢ scientific research, 37(1.2) 

‘Average wage” for calendar year 

¢ defined, 147.1(1) 


e used in_ calculating money 
147.1(1)“money purchase limit” 


property to affiliated person, 


purchase limit, 


Averaging of income, see also Income-averaging annuity 
coniract 


¢ farmers and fishermen, 119 

¢ forward, see Forward averaging 
¢ RRSPs, 146(5), (8) 
e shareholder loans, 15(2), 20(1)Q) 
Aviation fuel, see Fuel tax rebate 


Aviation turbine fuel 


¢ failure to file fuel certificate, penalty imposed, 234.1 
[Repealed] 


¢ rules respecting sales of, 69(7.1) [Repealed], 69(11) 
[Repealed] 

Avoidance of tax, see Anti-avoidance rules; Tax avoidance 

Award 

¢ legal expenses of collecting salary, etc. 

ee included in employee’s income, 6(1)() 

¢ personal injury 

e «election re capital gains, 81(5) 

e* income exempt, 81(1)(g.1), (g.2) 

Away-from-home expenses, see also Special work site, 

employment at; Travelling expenses 

¢ railway employees, 8(1)(e) 

¢ transport employees, 8(1)(g) 

B 

BAPA (Bilateral Advance Pricing Arrangement), see 

Advance Pricing Agreement 

BIL, see Business investment loss 

Baby bonus, see Child Tax Benefit 

Babysitting, see Child care expenses 

Bad debt 

¢ change in control of corporation, limitation on deduc- 
“804 eal oe at 

¢ deductible, 20(1)(p) 

¢ deemed disposition of, 50(1)(a) 

* disposition of depreciable property, 20(4), (4.1) 

¢ disposition of eligible capital property, 20(4.2) 

¢ insurer/moneylender 

ee inclusion in income, 12.4 

* personal-use property, 50(2) 

* recovered 

e¢ capital gain, 39(11) 

oe income, 2(1 0), Cd. 1) 

¢ uncollectible proceeds of disposition, 20(4)-(4.2) 
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Bad debt (cont'd) 

* where property seized by creditor, no deduction for prin- 
cipal, 79.1(8) 

Balance 

* transfer of, to different Revenue Canada account, RP 22f. 2 

Balance-due day 

¢ defined, 248(1) 

* payment of tax by, 153(2), 
156.1(1)“net tax owing’(b) 
Balance of annuitized voluntary contributions 

¢ defined, 60.2(2) 
Bank, see also Financial institution 


* account in foreign country, disclosure to Revenue Can- 
ada, 233.3 


cannot make Canadian securities élection, 39(5)(b) 
computation of income, 26 

deductions, 26(2) 

defined, Interpretation Act s. 35(1) 

exempt from Part IV tax, 186.1(b) 


interference with remittance of tax, 227(5:2)—(5.5) 
(draft) 


¢ liabilities of, determination for debt forgiveness reserve, 

61. 3(1)(b)CGii)(B) 

mark-to-market rules, 142.2—142.6 

“Minister’s rules” defined, 26(4) . 

receipt of tax payments by, 229 [Repealed] 

recoveries, 26(3)(b) 

remittance of source withholdings by large employers; 

t53(T); Ree ITO 

* reserves 

*¢ continuation of, on amalgamation, 87(2)(g.1) 

¢ specified debt obligation that was inventory before.Feb- 
ruary 1994, 142.6(4)(a)(1) 

¢ surtax on, 190.1(1.2) 

¢ taxable income earned in a province, Reg. 404 

¢ write-offs, 26(3)(a) 

Bank for International Settlements 

* no withholding tax on interest payable to, Reg. 806.1 


Banker’s acceptances 
¢ included in_ capital 
181.2(3)(d) 
Bankruptcy 
¢ “bankrupt” defined, 128(3), 248(1) 
* business income, effect on, 34.1(8)(b), 34.2(6)(b)(Gi), 
34.2(6)(c)(i1) 
* corporation 
ee dividends paid to, effect on dividend refund, 129(1.1) 
e* — exempt from large corporations tax, 181:1(3)(b) 
ee general rules, 128(1) 
¢ debt forgiveness rules inapplicable, 80(1)forgiven 
amount’ B(i) 
effect on Crown’s priority for taxes withheld, 227(5) 
“estate of the bankrupt” defined, 128(3), 248(1) 
individual 
e Child Tax Benefit, 122.61(3.1) 
¢ credits allowed, 118.95 
e GST credit, 122.5(7) 


155(1)(b), 156(1)(b), 


e e e e e 


for large corporations tax, 


general rules, 128(2) 
minimum ‘tax not applicable, 127.55 
receiver 
** return to be filed by, 150(3) 
minimum tax carryéver not applicable, 120.2(4) 
¢* withholding tax, 153(1.3) [repealed], (1.4) [repealed], 


227(5), (5.1) 
¢ shares of corporation in, 50(1) 
* trustee in 
¢*e clearance certificate, 159(2) 
°° withholding tax, liability for, 227(5), (5.1)(f) 
Barrister and solicitor, see hae 
Base level deduction 
¢ real property corporations, 18(2:2)—(2.5) 
Baseball players, see Athlete 
Base taxation year (for OAS clawback) 
e defined; 180.2(1) 
Basic herd if 
* meaning of, 29(3) 
¢ reduction in, 29(2) — 
* vs velectioni te, 29(1) 
Bathtub 
* mechanical aid for getting into and out of, medical ‘ex- 
pense, Reg. 5700(g) 
Bearer bond etc. 
* coupon encashment requiring ownership certificate, 234 
¢ withholding tax on payments to non-resident; 215(2) 
Becoming a financial institution, 142.6(1)(a), (b) 
Becoming non- -resident, see Ceasing to be resident in 
Canada 
Becoming resident in Canada, 128.1(1) 
* corporation 
¢ effect on non- peeident shareholder’s cost, 52(8) 
¢ foreign affiliate of Canadian resident, 128.1(1)(d) 
e paid-up capital, effect on, 128.1(2), (3) 
deemed acquisition of property, 128.1(1)(c) 
deemed disposition of property, 128.1(1)(b) 
immigration trust; five © year: . non-taxability; 
94(1)(b)@)(A)CID 
* negative cumulative eligible capital balance, 14(8)(b) 
¢ partner 


e 
e 
e 
@ 
e 
e 


¢ cost base of properties owned by partnership; 96(8) 
taxation year-end and new taxation year, 128; nad 


Bed 

* hospital, medical expense, Reg. 5700(h) 

e reservation fee, for foster persony exempt, 81(1)(h) 
* rocking, medical expense, 118. 22)0) 


Bees 
¢ keeping, constitutes farming, 248(1)* sfatipielb 


“Beneficially interested” in a trust 

* meaning of, 248(25) 

Beneficiary 

* amounts deemed not paid to, 104(13.1), (13.2) 

¢ amounts deemed payable to, 104(24), (29) 
capital cost allowance, deduction for, 
[Repealed] 

¢ death of 

** separate return on, 104(23)(d) 

e deemed income of, 104(27), (28) 

¢ deferred profit sharing plan, under, 147(17) 

° profit sharing plan, 


104(16) 


¢ when plan was employees’ 
147(11) 
defined, 104(5.5), 108(1), 248(13) 
disposing of property previously ee by trust 
¢ reduction of loss, 107(6) 
employees profit sharing plan, under, 144(6)—(8) 
¢« former, refund to, 144(9) 
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Beneficiary (cont'd) 


foreign tax credit, 104(22)—(22.4) 
income of, 108(5) 
income payable to, 104(13) 
mining reclamation trust, credit for, 127.41 
non-resident 
deduction from income of trust, for dividend from 
pon Se FeIeSS investment corporation, 104(10), 
( 
distribution of property to, 107(5) 
dividends received on behalf of, 82(1)(a)(i.1) 
estate income paid to, withholding tax, 212(1)(c) 
limitation on deduction in computing income of trust, 
104(7) 
trust income paid to, withholding tax, 212(1)(c) 
non-resident trust, of 
rights and obligations, 94(2) 
non-taxable dividends, designation re, 104(20) 
preferred 
defined, 108(1) 
election re accumulating income, 104(14) 


registered education. savings plan, | under, 
146.1(1)“beneficiary” 

rights or things transferred to, 70(3) 

share of pension etc. benefits received by testamentary 
trust, 104(27)-(28) 

superannuation or pension benefit, share of, 104(27) 


taxable capital gain, designation by trust, 104(21), 
(2101),0(21.2) 


taxable dividends received by trust, designation re, 
104(19 


trust, of 
defined, 104(5.5), 108(1)“beneficiary” 


depreciable property acquired with government assis- 
tance, 13(7.2) 


inducement payments or reimbursement received by, 
12(2.1) 


Benefit 


amount, see Benefit amount 
automobile available to shareholder, 15(5), (7) 
automobile operation, re, 6(1)(a)(ii1), 6(2.2) 
conferred on person 
amount included in income, 56(2), 246(1) 
conferred on shareholder, 15(1), (7), (9) 
loan forgiven, 15(1.2) 
death, see Death benefit 
deferred profit sharing plan, under, 147(10)—(10.2) 
defined, 248(1) 
defined . 
investment income tax on life insurers, Reg. 1900(1) 


policy reserves in insurance business, Reg. 1404(2) 
[to be repealed], 1408(1) 


registered retirement savings plan, 146(1)“benefit” 
employee benefit plan, 6(1)(g) 
employment, related to, 6(1)(a) 
automobile, 6(1)(e), (k), 6(2) 
exclusions from income, 6(1)(a)(i)-(v) 
GST portion, 6(1)(e.1) 
group term life insurance, 6(1)(a)(i), 6(4), Reg. 
2700-2704 
loan to employee, 6(9) 
stock options, 7 
employment insurance, 6(1)(f) 


¢ forgiveness of debt 
** . owing by employee, 6(15), (15.1) 
*¢ owing by shareholder, 15(1.2), (1.21) 
* government assistance program, prescribed 
** overpayment repaid, deductible, 60(n)(i1.1) 
ee taxable, 56(1)(a)(vi), Reg. 5502 
* group term life insurance premium, portion taxable, 6(4) 
* indirect, 56(2) 
¢ information returns, Reg. 200 
¢¢ GST portion, 15(1.4) 
¢ loan to employee, officer or personal services corpora- 
tion, 80.4(1) 
e¢ . deemed interest, 80.5 
loan to personal services business 
e included in income, 12(1)(w) 
loan to shareholder, 80.4(2) 
ee deemed shareholder benefit, 15(9) 
* northern and isolated areas 
ot teredit TOF 


*¢ prescribed northern zone and intermediate zone, Reg. 
7303.1 


* paid to non-resident, 212(1)(j) 

* prescribed 

** group term life insurance, Reg. 2700-2704 

ee tax shelter definition, Reg. 231(6.1) 

* registered national arts service organization, from, 
56(1)(aa) : 

* registered retirement savings plan, under, 146(8)-(8.91) 

ee defined, 146(1)“benefit” 

* retirement savings, 146.3(5) 

e shareholders’, taxable, 15(1), (7), (9) 

¢ stock dividend paid, 15(1.1) 

* superannuation or pension, 56(1)(a) 

ee defined, 248(1) 

¢ trust, estate, contract, etc., from, 12(1)(m), 105(1) 

* unemployment insurance 

*¢ repayment of, 110(1)() 

Benefit amount 

¢ defined, 6(1)(e.1)(1) 

¢ 7% of, included in income, 6(1)(e.1) 

Benevolent or fraternal benefit society, see also Non- 

profit organization 

* exemption, 149(1)(k) 

ee limitation, 149(3), (4) 

Bequest, see also Death of taxpayer 

¢ debt forgiveness rules do not apply, 80(2)(a) 

Betting losses, Canada—U.S. Tax Convention Art. XXII:3 

Beverages 

* expenses for, see Entertainment expenses (and meals) 

Bill, post-dated, sale of, 20(1)(e), 248(1)“borrowed 

money” 

Bison, 80.3(1)“breeding animals” 

Bituminous sands 

* constitutes tar sands, 248(1)“tar sands” 

¢ defined, 248(1) 

* well for, is not oil or gas well, 248(1)‘oil or gas well” 

Bituminous sands, included in definition of ‘‘mineral’, 

248(1) 

Bituminous sands equipment 

¢ defined, Reg. 1206(1) 

* proceeds of disposition, 59(3.3)(c) 
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Blended payment, interest and principal, 16(1) 

* paid to non-resident, 214(2) 

Blind person, see also Mental or physical impairment 

* computer-operating aids , 

ee medical expense, Reg. 5700(0) 

¢ devices to assist, business expense, 20(1)(rr) 

¢ guide dog, expenses, 118.2(2)(1) 

¢ parking paid by employer, not taxable benefit, 6(16) 

* print-reading aids 

*¢ medical expense, Reg. 5700(1) 

° ae oe paid by employer, not taxable benefit, 

Block of shares 

¢ defined, Reg. 4803(1) 

Block of units 

¢ defined, Reg. 4803(1) 

Blocked currency 

* income in, postponement of tax, 161(6) 

Blood relationship 

¢ defined, 251(6) 

Blood sugar 

* measuring device for diabetics, medical expense, Reg. 
5700(s) 

Board and lodging 

e railway employees, 8(1)(e) 

¢ special work site, 6(6) 

¢ transport employees, 8(1)(g) 

e value of, includable in income, 6(1)(a) 

Board of education 

¢ allowance from, exempt, 81(3) 


Board of trade 

* exemption, 149(1)(e), 149(2) 

¢ information return, whether required, 149(12) 

Bond, see also Debt obligation; Investment contract; Obli- 

gation; Specified debt obligation 

¢ accrued interest, information return, Reg. 211 

¢ bearer, see Bearer bond etc. 

¢ Canadian Government, 212(1)(b)(i) 

¢ certain 

e* interest on, excluded from income, 81(1)(m) 

¢ conversion of, 51.1; ITAR 26(25) 

* convertible, exchanged for share, 51 

* cost base, additions to, 53(1)(g) 

* coupon identification, 240(2) 

* credit-related gains and losses, 142.4(7)B 

e discount 

e« deduction for, 20(1)(j) 

e* limitation on deductibility of payments on, 18(1)(f) 

ee when deemed to be interest, 16(3) 

* expropriation assets for sale of foreign property, 80.1 

¢ foreign corporation, eligible for RRSP investment, Reg. 
4900(1)(p) 

¢ foreign government, eligible for RRSP investment, Reg. 
4900(1)(o) 

¢ identical properties 

** — disposition of, 47(2) 

e* meaning, 248(12) 

e income 

ee defined, 248(1) 

*« foreign affiliate, issued by, 95(5) 


*e interest on, deemed dividend, 15(3) 

eee non-resident corporation, 15(4) 

e issued at discount, yield treated as interest, 16(3) 
¢ predecessor corporation, of, 87(6), (7) 

* provincial, taxable at reduced rate,’ 212(6)-(8) 

¢ purchase of on open market, by issuer, 39(3) 

¢ sale of, 20(21) 

¢ small business, see Small business bond 


¢ small business development, see Small business devel- 
opment bond 


¢ stripped, cost of coupon excluded from income when 
sold, 12(9.1) - 


¢ transferred, interest on, 20(14) 
Bone marrow transplant 
¢ expenses of, tax credit for, 118:2(2)(1.1) 


Bonus, see also Signing bonus 
e cash, Canada Savings Bond, 12.1 
e¢ information return, Reg. 220 
¢ employment 
ee unpaid, 78(4) 
ee withholding of tax at source, 153(1)(a), Reg. 103 
Bonus interest payment 3 
¢ credit union, by 
ee deduction, 137(2) 
ee defined, 137(6) 
Bonus payments 
¢ oil or gas, ITAR 29(21), (22) 
Book (library) 
* capital cost allowance for, Reg. Sch. II:Cl. 12(a) 
Books and records, see also Documents 
¢ destruction of, penalty, 239(1) 
* inspections, 231.1 
* outside Canada, 143.2(13), (14), 231.6 
political contributions, 230.1 - 
required to be kept, 230(1) 
electronic records, 230(4.1), (4.2) 
failure to keep, 230(3) 
offence and penalty, 238(1) 
ee lawyers, 230(2.1) 
ee registered Canadian amateur athletic association, 
230(2) 
ee registered charity, 230(2) 
ee retention of, 230(4)-(8), Reg. 5800 
Boot, see Non-share consideration (boot) 
Border residents, see Commuter to United States 
Borrowed money, 20(2), (3), 20.1 
* costs, capitalized, 21 
¢ defined, 248(1) 
* depreciable property, for, 21(3) 
ee election to capitalize, 21(1) 
¢ distribution, for, deductibility of interest, 20.1, 20.2 
¢ exploration/development, for, 21(4) 
¢ extended meaning of, 20(2), (3) 
¢ interest paid on, 20(1)(c) 
¢ loss of source of income, 20.1(1) 
* purposes used for, deemed, 20(2),. 20(3), -20.1(1), 
20.2¢1) 
e refinanced, 20.1(6) 
¢ used for loan to corporation, 20(3.1) 
* used to acquire partnership interest, 20.1(5) 
* used to invest in RRSP; no deduction for interest, 18(11) 
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Borrowing 

¢ allocations in proportion to 

ee deduction, 137(2) 

ee defined, 137(6) 

¢ expense of, 20(1)(e) 

Bovine animals 

* breeding, 80.3(1)“breeding animals’(b) 

¢ inventory, valuation of, 28(1.2) 

Brace (limb or spinal), as medical expense, 1|18.2(2)(i) 

Brady bond 

¢ excluded from mark-to-market rules, 142.2(1)“mark-to- 
market property’(e), Reg. 9002(1)(d) 

* owned by bank as specified debt 
142.6(4)(a)(i1) 

Branch tax, 219.2 


* exemption for first $500,000 of profits, Canada-U.S. tax 
treaty Art. X:6(d) 


* tax treaty dividend rate limitation to apply, 219.2 
Breakdown of marriage, see Divorce and separation 


Breakwater 
* capital cost allowance for, Reg. Sch. II:Cl. 3, Sch. IL:Cl. 
6 


obligation, 


Breast prosthesis 

¢ medical expense, Reg. 5700(j) 

Breeding animals/herd 

¢ defined, 80.3(1) 

Bribes 

¢ no deduction for, 67.5 

Bridge 

* capital cost, 13(7.5)(b), Reg. 1102(14.3) 

* capital cost allowance for, Reg. Sch. If:Cl. 1(a) 

British Columbia, see also Province 

* logging tax, credit for, 127(1), (2), Reg. 700 

¢« northern, see Northern Canada 

* tax rates, see introductory pages 

¢ Vancouver, international banking centre, 33.1(3) 

British Commonwealth 

e defined, Interpretation Act 35(1) 

Broadcaster 

* prescribed person for Canadian film/video tax credit, 
Reg. 1106(7) 

Broadcasting 

¢ defined, Interpretation Act 35(1) 

* royalties paid to U.S. resident, Canada—U.S. Tax Con- 
vention Art. XIT:3(d) 

Broadcasting undertaking 

¢ foreign, defined, 19.1(4) 

¢ limitation re advertising expenses, 19.1(1) 


Broker, see also Registered securities dealer; Securities: 
dealer, trader or agent 


¢ dividend received by 

e* withholding tax, 153(4), (5) 

* insurance, reserve for, 32(1) 

Brother 

* deemed not related on butterfly transaction, 55(5)(e) 

¢ dependent, 118(6)(b) 

¢ includes brother-in-law or in common-law, 252(2)(b) 
Building 

¢ additions/alterations 

*¢* capital cost allowance, Reg. Sch. I:Cl. 3, Sch. II:Cl. 


6(i), Sch. II:Cl. 6(k) 
¢ class of property acquired, Reg. 1102(19) 
ee  disability-related 
ee deductible, 20(1)(qq) 
medical expense credit, 118.2(2)(1.2) 


* capital cost allowance for, Reg. Sch. II:Cl. tp, sch, 
ICL 3. SCHALLCI. 3. SChe cheb. Ol tacsChe LE tat. a 


* construction, capitalization of soft costs, 18(3.1)—(3.7) 
¢ deduction before available for use, 20(28), (29) 


* designated area, in, capital cost allowance, Reg. Sch. 
II:Cl. 20 


* mine, capital cost allowance, Reg. Sch. II:Cl. 10(g), Sch. 
I:Cl. 41 


¢ multiple-unit residential, Reg. 1101(5b), Reg. Sch. I:Cl. 
32 Sch th: C82 


*¢ separate classes for capital cost allowance, Reg. 
1101(Sb) 

* proceeds of disposition allocated between land and, 
13(21.1), 70(5)(d) 

¢ rent paid before acquisition, deemed CCA, 13(5.2) 

* rental properties, limitation on CCA, Reg. 
1100(1 1)-(14.2) 

* scientific research expenditures, limitations, 37(8)(d)(1), 
(ii), Reg. 2900(11) 

* scientific research expenditures on, 37(8)(d) 

* separate class, where cost over $50,000, Reg. 1101 (lac), 
(lad), (Sb) 

¢ special-purpose, defined, Reg. 2903 

e when available for use, 13(28) 

Bump 

* of asset costs, on windup of corporation, 88(1)(d) 

Burden of proof 

* on Minister 

ee failure to report capital gain resulting im denial of ex- 

emption, 110.6(6) 
ee penalty, 163(3), 15.1(5) 
* on taxpayer challenging assessment, 152(7) 


Burial services, see Eligible funeral arrangement; Funeral 
services 


Bursary, see Scholarship 


Bus and truck operators 

¢ allocation of income among provinces 

** corporation, Reg. 409 

ee individual, Reg. 2604 

Bus driver 

* expenses, 8(1)(g) 

Business, see also Adventure in the nature of trade; Busi- 
ness or property income 

* adjustment time, defined, 14(5) 

* carrying on in Canada 

ee extended meaning of, 253 

ee non-residents, 2(3) 

* cessation, see Ceasing to carry on business 
¢ defined 

¢¢ for purposes of 1995 stub period reserve, 34.2(3), (7) 
** generally, 248(1) 

¢ disposition of by proprietor, 25 
* expenses, see Expenses 
¢ farming or fishing, 28 

* income from, see also Business or property income 
ee defined, 9(1) 

** earned in a province, Reg. 2603 

eee limitations, Reg. 2606 
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Business (cont'd) 

ee ee ae expenses, conditions for deductibility, 

** more than one business, Reg. 2605 

** reserve for 1995 stub period, 34:2(4) 

¢ limit, see Business limit 

* losses, see Non-capital loss 

* more than one 

** income earned in a province, Reg. 2605 

¢ profits, 9(1), Canada—U.S. Tax Convention Art. VII 

* proprietor’s income from, 11(1) 

¢ small, see Small business corporation 

* termination of, see Ceasing to carry on business 

¢ transfer of, to corporation or spouse, 24(2) 

Business corporation, foreign, see Foreign business 

corporation 

Business-income tax (foreign) 

e deduction for, 126(2), (2.1) 

e defined, 126(7) 

ee for trusts, 104(22.4) 

Business investment loss 

¢ allowable, see also Allowable business investment loss 

¢¢  carryforward, 111(1)(a), 111(8)“non-capital loss” 

ee deduction for, 3(d) 

¢ bad debt, 50(1)(a) 

¢ change of control of corporation, rules, 111(8)“net capi- 
tal loss’C(b) 

¢ deduction from, 39(9), (10) 

* meaning, 39(1)(c) 

¢ shares of bankrupt corporation, 50(1)(b), 50(1.1) 

Business limit 

¢ defined, 125(2)-(5.1), 248(1) 

¢ effect on enhanced investment tax credit, 127(10.2), 
127.1(2)“qualifying corporation” 

¢ large corporation, 125(5.1) 

¢ limits small business deduction, 125(1)(c) 

Business number 

¢ defined, 241(10) 

¢ provision of, to provinces and other government depart- 
ments, 241(4)(1) 

Business or property. income, 12 

* accrued interest on debt obligation, 12(3), (4), (9) 

* amounts received for services to be rendered etc., 
12(1)(a), 12(2) 

¢ automobile provided to partner, 12(1)(y) 

¢ bad debts recovered, 12(1)(i), G.1) 

¢ benefits from estates, trusts, etc., 12(1)(m) 

e deductions from 

e* not allowed, 18 

** permitted, 20(1) 

e dividends, 12(1)Q), (k) 

¢ eligible capital amount to be included, 14(1) 

¢ employee benefit plan 

e* amounts received from, 12(1)(n.1) 

¢ employee trust, amounts received, 12(1)(n) 

¢ employees profit sharing plan, amounts received from, 
12(1)(n) 

¢ employment tax deduction, 12(1)(q) 

* energy conversion grant, 12(1)(u) 

* forfeited amounts under salary deferral arrangements, 
12(1)(n.2) 

* home insulatien grant, 12(1)(u) 


* inducement payments, 12(1)(x) 

ee prescribed amount, Reg. 7300 

ee¢ received by beneficiary of trust, or partner, 12(2.1) 
* insurance proceeds expended, 12(1)(f) 

interest, 12(1)(c) 

* inventory adjustment, 12(1)(r) 

* investment tax credit, 12(1)(t) 

¢ life insurance policies, accumulating fund, 12.2 

* partnership, 12(1)() 

* payments based on production or use, 12(1)(g) 

* personal services business 

** Joan from employer, 12(1)(w) 

e registered home ownership savings plan, 12(10.1) 
¢ reimbursement, 12(1)(x) 

e¢ prescribed amount, Reg. 7300 

e* received by beneficiary of trust, or partner, 12(2.1) 
¢ reinsurance commission, 12(1)(s) 

* reserves 

** certain goods and services, for, 12(1)(e) 

ee doubtful debts, for, 12(1)(d) 

** guarantees etc., for, 12(1)(d.1) 

e¢ quadrennial survey, for, 12(1)(h) 


* retirement compensation arrangement, amounts received 
under, 12(1)(n.3) 


royalties, 12(1)(o) 

scientific research deduction, 12(1)(v) 

° ‘ciel rendered, amounts receivable for, 12(1)(b), 

* western grain stabilization payments, 12(1)(p) 

Business property, see Former business property 

Butterfly transaction, 55(3)(b) 

¢ back-door rule, 88(1)(c.3) 

* capital gains exemption disallowed, 110.6(7)(a) 

¢ definitions, 55(1) 

* exception where gain exempted by treaty, 55(3.1)(b) 
[temporary] 

¢ excluded from capital gains strip rules, 55(3)(b) 


** exception for cross-border purchase, 55(3.1) 
[temporary ] 
e¢ exception for purchase butterfly, 55(1), (3.1), (3.2) 


C 
CCA, see Capital cost allowance 
CCDE, see Cumulative Canadian development expense 


CCOGPE, see Cumulative Canadian oil and gas property 
expense 


CCPC, see Canadian-controlled private corporation 
CDA, see Capital dividend account 

CDE, see Canadian development expense 

CEC, see Cumulative eligible capital 


CEDC, see Community Economic Development Corpora- 
tion (Nova Scotia) 


CEDOE, sce Canadian exploration and development over- 
head expense 


CEE, see Canadian exploration expense 

CRCE, see Canadian renewable and conservation expense 
CIDA, see Canadian International Development Agency 
CNIL, see Cumulative net investment loss 

COGPE, see Canadian oil and gas property expense 


CPI (Consumer Price Index) adjustment, see Indexing 
(for inflation) 
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CPP, see Canada Pension Plan/Quebec Pension Plan 
CSOH, see Pre-1972 capital surplus on hand 


Cable 
¢ fibre optic, capital cost allowance, Reg. Sch. II:Cl. 42 


¢ included in definition of “telecommunication”, /nterpre- 
tation Act35(1) 


* systems interface equipment, Reg. Sch. II:Cl. 10(v) 
Caisse populaire, see Credit union 


Calcium chloride 
¢ extraction of, 248(1)“mineral resource’ (d)(11) 
¢ included in definition of “mineral, 248(1) 


Camp, expenses of 


* deductible as child care expenses, 63(3)‘child care 
expense” 


¢ not deductible, 18(1)(1)(i) 
Canada 


¢ defined, 255, Income Tax Conventions Interpretation 
Act5, Interpretation Act 35(1), Canada—U.S. Tax Con- 
vention Art. III: 1(a) 


*¢ application to continental shelf, Interpretation Act s. 
8(2.2) 

** application to exclusive economic zone, [nterpreta- 
tion Act s. 8(2.1) 

* government of, see Government 


* incorporated in, defined, 248(1)“corporation” “corpora- 
tion incorporated in Canada” 


¢ resident of, see Resident of Canada 
Canada Deposit Insurance Corporation, 
posit insurance corporation 

* bonds, etc. issued by 


ee interest deemed not from Government of Canada, 
212(15) 


* subject to tax, 27(2), Reg. 7100 


Canada Employment and Immigration Commission 

* costs of appealing decision of, deductible, 60(o) 

Canada Gazette 

* regulations to be published in, 221(2) 

Canada Grain Act, 76(5) 

* cash purchase ticket under, 76(4) 

Canada Mortgage and Housing Corporation 

* subject to tax, 27(2), Reg. 7100 

* supervision of, for insurance policy reserves, Reg. 
1404(2)“relevant authority’’(a.1) 

Canada—Newfoundland Atlantic Accord Act 

* communication of information for purposes. of, 
241(4)(d)(v1) 

Canada-—Nova Scotia Offshore Petroleum Resources 

Accord . 

* communication of information 
241(4)(d)(v1) 

Canada Oil Substitution Program, see Energy: conver- 

sion grant 

Canada Pension Plan/Quebec Pension Plan 

* amount payable by taxpayer under, collection of, 
223(1)(c) 

* assignment of pension under, 56(2) 

*¢ excluded from attribution rules, 74.1(1) 

* benefits taxable 

*¢ non-resident, 212(1)(h)(11) [repealed], 217 

**° resident of Canada, 56(1)(a)(i)(B) 

* constitutes earned income for RRSP, 146(1)“earned 
income’’(b.1) 


see also De- 


for purposes of, 


* contributions 

** by employee, as employer, deduction for, 8(1)(1.1) 

e¢ credit for, 118.7 

e¢ self-employed earnings, re, 118.7 

* costs of appealing decision under 

ee deductible, 60(0) 

** recovery of, income, 56(1)(1)(i1i) 

¢ disability benefit 

ee Scape, to pay tax attributable to earlier years, 56(8), 

¢ disclosure of confidential information for purposes of, 
241(3)(b), 241(4)(a), 241(4)(e) Gil) 

* employer’s source deductions, failure to remit, 227(9.1) 

¢ excluded from pension credit, 118(8)(b) 

* repayment of overpayment under, deduction for, 60(n) 

* retirement pension under 

** assignment of, not subject to attribution, 74.1(1) 

¢ transfer of rights to pension under, 56(4) 

Canada Savings Bond 

¢ cash bonus on, 12.1 

*¢ information return, Reg. 220 

Canada security (of life insurer) 

* change in use, 138(11.3)(c), (d) [repealed] 

¢ defined, 138(12) [repealed] 

¢ loss on disposition of, deductible, 138(3)(b) [repealed] 

* premium on acquisition of, deductible, 138(3)(d) 
[repealed] 

Canada Shipping Act, see also Vessel 


* quadrennial survey under, reserve for, 20(1)(o), Reg. 
3600 


e vessel, defined under, 13(21) 

Canada-U.K. Tax Convention, see Table of Contents 

Canada-U.S. auto pact 

* payments received, income, 56(1)(a)(v) 

Canada-U.S. Tax Convention 

* prescribed provision for elections, Reg. 7400(1) 

* text, see Table of Contents 

Canadian 

* defined, for Canadian film credit certificate, Reg. 
1106(1)“Canadian” 

Canadian Airlines International Limited 

* rescue package, see Fuel tax rebate 

Canadian amateur athletic association 

* refusal to register 

*¢ appeal from, 172(3)(a), 180 

* registration 

** refusal by Minister 

deemed, 172(4)(a) 

Canadian art, see also Cultural property 

¢ whether CCA allowed, Reg. 1102(1)(e) 

Canadian assets (of financial institution) 

* defined, 181(2), 190(1.1), Reg. 8602 

Canadian Broadcasting Corporation, subject to tax, 

27(2), Reg. 7100 

Canadian benefits 

¢ defined, 217(1) 

Canadian business property 

* defined, Reg. 2405(3) ) 

* disposition of or revenue from, Reg. 2405(3)‘gross. Ca- 
nadian life investment income” 

Canadian citizen, 19(5)“Canadian 


newspaper or 
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Canadian citizen (cont'd) 

periodical” 

Canadian Commercial Corporation 

* contract payment from, investment tax credit, Reg. 4606 
Canadian-controlled private corporation, see_also Pri- 
vate corporation; Small business Corporation pr 

* corporation becoming 

°° capital dividend account, 89(1.1) 

* corporation ceasing to be 

*¢ election to trigger capital gains exemption, 48.1 

° defined, 125(7), 248(1) | 

¢ dividend refund, 129(1), (3)(a) 

e due date for balance of tax, 157(1)(b)(i)(B) 

* employee stock options in, 7(1.1) 

* existing since before 1972, ITAR 50 | 

* gain on shares of, capital gains exemption, 110.6(2. yy 
¢ investment tax credit 

ee additional credit, 127(10.1) 

ee refund of credit, 127.1 

¢ loss on share or debt of, 39(1)(c) 

* reassessment deadline 3 years, 152(3.1). 

¢ small business deduction, 125(1) 

¢ small business development bond issued by, 15.1 
Canadian corporation 

* corporation ceasing to.be,,tax on, 219.1 

¢ defined, 89(1)“Canadian corporation” 

¢ taxable, defined, 89(1)“‘taxable Canadian corporation” 
¢ winding-up of, 88(1) F 

ee rules, 88(2) 

Canadian Cultural Property Exyort Review Board, see 
also Cultural property 

* communication of information to, 241(4)(d)(xii) 


¢ determination of cultural property, 39(1)(a)G@.1), 
110.1(1)(c), 118.1(1)“total cultural gifts” 


° apiece of value of cultural property, 118.1(10), 

¢* appeal of determination, Cultural. Property Export 
. and Import Act 33.1 

Canadian development expense, 

expenses 

¢ borrowed money 
¢ capitalization of interest, 21(2), (4) 

reassessment, 21(5) 

conversion to Canadian exploration expense ¢ on, renunci- 

ation, 66(12.601), (12.602) 

* cumulative ) 

ee adjusted, defined, 66(14.3) 

¢* amount to be included in income, 66.2(1)., 

¢ deduction for, 66.2(2) 

By short taxation year, 66(13.1) 

ee where designation not-made, tax on, 196 

e deemed, 66.2(8) ) 

ee defined, 66.2(5) 

e¢ designation re, 66(14.2) 

late, 66(14.4), (14.5) 

e*  partner’s share, 66.2(6), (7) 

e*  successored, deduction for, 66.7(4) 

¢ defined, 66.2(5) 

¢ designation re 

°° § late, 66(14.4), (14.5) 

ee. where not made, 66.5(1) 

¢ flow-through of, to shareholder, 66(12.62) 


see also Resource 


e 
eee 
e 


¢ partnership, of 


ee election to exclude, 66.2(5)“Canadian development 
expense’’(f) | 


° prescribed, Reg. 1218 

¢ reclassified as Canadian exploration expense, 66.7(9) 
** expenses for preceding years, 66.1(9) 

ee “restricted.expense” defined, 66.1(6) 

* * _ successor corporation, 66.7(9) 

¢ renunciation of, 66(12.601), (12.62) 

ee adjustment, statement to be filed re, 66(12.73) 


* conversion) to)’ Canadian exploration expense, 
66(12.601), (12.602) 


ee effect of, 66(12.63) 

ee excessive, penalty for, 163(2. 2) 

ee form to be filed by, corporation, 66(12.7) 

late filing; 66(12.74), (12.75) 

*¢  Minister’s powers re verification, 66(12.72) 

*¢ partnership, return to be filed,.66(12.69) 

late filing, 66(12.74), (12.75) 

ee restriction’ on,),66(12.67), (12.71) 

* successor corporation, rules, 66.7(4) 

¢¢ application, 66.6(1) 

Canadian equity property 

e defined, Reg. 2405 

Canadian exploration and development expenses, see 

also Exploration and development expenses 

¢ borrowed money 

*e¢ interest capitalized, 21(2), (4) 

reassessment, 21(5) 

* computation of, 66(12) 

e deduction for, 66(1)—(3) 

e defined, 66(15) 

¢ limitations of, 66(12.1) 

° principal-business corporation, 66(1) 

* successor corporation, rules, 66.7(1) 

°° application, 66.6(1) 

° Cae other than principal-business corporations, 

¢ unitized oil or gas field, 66(12.2), (12.3) 

Canadian exploration and development overhead. ex- 

pense, Reg. 1206(1) 

Canadian exploration expense, see also Exploration and 

development expenses; Resource expenses 

¢ borrowed money 

e¢ capitalization of interest, 21(2), (4) 

reassessment, 21(5) 

° certificate re oil/gas well ceasing to be valid, 66.1(10) 
cumulative 

* amount included in, income, 66.1(1) 

deduction for, 66.1(3) 

e deduction from income, 66.1(2), (3) 

e defined, 66.1(6) 

-' Other than principal-business corporation 

ee deduction from income, 66.1(3) 


partner’s share, 66.1(7) 
principal-business corporation 
ee deduction from income, 66.1(2) 
* trust of, reduced by investment tax credit, 127(12.3) 
defined, 66.1(6) 
designation re, 66(14.1) 
* —deduction,-where not made, 66:5(1) 
ee tax on, 196 
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Canadian exploration expense (cont’d) 
*«  jate, 66(14.4), (14.5) 


¢ flow-through of, to shareholder, 66(12.6) 

** expenses in first 60 days of year, 66(12.66) 

* prescribed, Reg. 1217 

* qualified 

*¢* prescribed expenditures for, Reg. 4608 

* reclassification of Canadian development expense as, 
66.7(9) 

** “restricted expense” defined, 66.1(6) 

** “specified purpose” defined, 66.1(6) 

* renunciation of, 66(12.6) 

** adjustment, statement to be filed, 66(12.73) 

¢¢ effect of, 66(12.61) 

** excessive, penalty for, 163(2.2) 

*¢ form to be filed by corporation, 66(12.7) 

late filing, 66(12.74), (12.75) 

**  Minister’s powers re verification, 66(12.72) 

** non-arm’s length partnership, 66(17) 

** partnership, return to be filed, 66(12.69) 

late filing, 66(12.74), (12.75) 

*¢ restriction on, 66(12.67), (12.71) 

* successor corporation, rules, 66.7(3) 

** application, 66.6(1) 

Canadian field processing 

¢ defined, 248(1) 

¢ excluded from manufacturing and processing 

** for Class 29 CCA, Reg. 1104(9)(k) 

* ineligible for M&P credit, 125.1(3)“manufacturing and 
processsing”’(k) 

* property for use in, investment tax credit, 127(9)“quali- 
fied property”’(c)(ix) 

* property used for, capital cost-allowance, Reg. Sch. 
II:Cl. 29(a)(ii), Sch. I:Cl. 41(c), (d) _ 

* sulphur processing, 12(1)(o)(v)(B), 18(1)(m)(v)(B) 

Canadian film or video production 

* capital cost allowance offsetting income from, Reg. 
1100(1)(m) 

* defined, 125.4(1), Reg. 1106(3) 

* separate CCA class, Reg. 1101(5k.1), Reg. Sch. II:Cl. 
LO(x) 

Canadian film or video production certificate 

¢ defined, 125.4(1) 

* revocation of, 125.4(6) 

* tax credit where issued, 125.4(3) 

Canadian film or video tax credit, 125.4, see also Cana- 

dian film or video production 

* amalgamation of corporations, 87(2)(j.94) 

* prescribed person, Reg. 1106(7) 

Canadian Forces 

* allowances not income, 6(1)(b)(ii), (iii) 

* members deemed resident in Canada, 250(1)(b), 250(2) 

* travelling and separation allowances, not income, 
6(1)(b)(i1) 

Canadian government film agency 

* defined, Reg. 1106(1)“Canadian government film 
agency” 

Canadian Heritage, Department of, see also Minister of 

Canadian Heritage 

* certificate issued by, for Canadian film/video credit, 
Reg. 1106‘excluded production” 


* disclosure of information re cultural property to, 
241(4)(d)(xii) 


Canadian Home Insulation Program, see Home insula- 

tion grant 

Canadian International Development Agency 

* prescribed international development 
program 

°° defined, Reg. 3400 

** employee under, no overseas employment tax credit, 

122.3(1)(a) 
** person working on deemed resident in Canada, 
250(1 )(d) 

Canadian investment fund 

¢ defined, Reg. 2405(3) 

¢ for the year, defined, Reg. 2405 

Canadian investment income 

¢ defined, 129(4) [repealed] 

Canadian investment property, of insurer, Reg. 2405(3) 

Canadian life investment income, defined, 211.1(3) 

Canadian manufacturing and processing profits 

* calculation of, Reg. Part LI 

¢ defined, 125.1(3) 

Canadian National Railway, see also Railway 

Canadian newspaper or periodical 

¢ defined, 19(5), (8) 

* subject to tax, 27(2), Reg. 7100 

Canadian oil and gas exploration expense, Reg. 1206(1) 

Canadian oil and gas property expense, see also Explo- 

ration and development expenses; Resource expenses 

* borrowed money 

ee interest capitalized, 21(2), (4) 

reassessment,:21(5) 

cumulative 

¢ deduction for, 66.4(2) 

¢ defined, 66.4(5) 

* recovery of costs, 66.4(1) 


assistance 


° short taxation year, 66(13.1) 
successored, deduction for, 66.7(5) 
defined, 66.4(5) 
disposition, defined, 66.4(5)“‘disposition” and “proceeds 
of disposition” 
flow-through of, to shareholder, 66(12.64) 
partnership, of 
* election to exclude, 66.4(5)“Canadian oil and gas 
property expense’’(b) 
*  partner’s share, 66.4(6), (7) 


proceeds of disposition, defined, 66.4(5)“disposition” 
and “proceeds of disposition” 


renunciation of, 66(12.64) 
adjustment, statement to be filed re, 66(12.73) 
effect of, 66(12.65) 
excessive, penalty for, 163(2.2) 
form to be filed by corporation, 66(12.7) 
late filing, 66(12.74), (12.75) 

Minister’s powers re verification, 66(12.72) 
partnership, return to be filed, 66(12.69) 
° late filing, 66(12.74), (12.75) 
restriction on, 66(12.67), (12.71) 

successor corporation, rules, 66.7(5) 
* application, 66.6(2) 

unitized oil or gas field, 66(12.5) 
Canadian ownership, corporation having degree of 


* otherwise-Class 8 property, capital cost allowance, Reg. 
Sch. I:Cl. 19 
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Canadian partnership 

¢ defined, 102(1), 248(1) 

¢ eligible, defined, 80(1) 

Canadian property 

* of non-resident-owned investment corporation, defined 
133(8)“Canadian property” ~ 

* taxable, see Taxable Canadian: property 

Canadian renewable and conservation expense 

* capital cost allowance, Reg. 1102(1)(a.1) 

¢ defined, 66.1(6) 

¢ included in CEE, 66.1(6)“Canadian exploration 
expense’’(g.1) 

Canadian reserve liabilities 


° es a institution, defined, 181(2), 190(1), Reg: 


¢ of insurer, Reg. 2405(3) 
Canadian resource expenses 
¢ reduction of, on change of control; 66.7(12) 


Canadian resource profits 
¢ defined, Reg. 5202 


Canadian resource property 

* acquisition from exempt person, 66.6 

* amount designated re 

ee “outlay” or “expense” 66(15)“outlay” or “expense” 

e defined, 66(15) 

¢ disposition of 

ee by non-resident 

certificate, 116(5.2) 

e purchaser liable for tax, 116(5.2) 

ee rules, 116(5.1) 

effect on successor rules, 66.7(14) 

** no capital gain, 39(1)(a)(ii) 

*¢ no capital loss, 39(1)(b)(i1) 

¢ “eligible property” for transfer to corporation by share- 
holder, 85(1.1)(c) 

* non-resident’s income earned on, 115(4) 

* non-successor acquisitions, 66.7(16) 

¢ original owner, defined, 66(15) 

¢ predecessor owner, defined, 66(15) 

¢ production from, defined, 66(15) 

e reserve amount, defined, 66(15) 

¢ royalties, included in income, 12(1)(0) 

¢ rules for trusts, 104(5.2) 

¢ “specified stage” defined, 208(1.1) 

e successor rules, 66.7(14) 

Canadian securities 

¢ beneficiary’s taxable gain from, 104(21.1), (21.2) 

e defined, 39(6) 

¢ disposition of, 39(5) 

ee election re, 39(4) 

* owned by partnership, 39(4.1) 

Canadian surtax payable 

e defined, 125.3(4) 

Canadian tax 

¢ defined, Canada—U.S. Tax Convention Art. IIT: 1(a) 

Canadian Vessel Construction Assistance Act 

* conversion cost deemed separate class, 13(17) 

¢ deduction under, deemed depreciation, 13(13) 

* disposition of deposit under, 13(19), (20) 

Canadian waters 

¢ defined, Interpretation Act 35(1) 


Canadian Wheat Board 

* participation certificates, no interest on tax due, 161(5) 

Canadian Wheat Board Act, 76(5) 

Canals 

* capital cost allowance, Reg. Sch. II:Cl. 1(b) 

Cancellation of lease, see Lease cancellation payment 

Canoes | 

¢ capital cost allowance, Reg. Sch. II:Cl. 7 

Canterra Energy case overruled, 257 

Capacity test 

¢ for shareholder loans, 15(2.4)(e) 

Cape Breton 

¢ defined, 127(9) 

° SP ge Corporation, subject to tax, 27(2), Reg. 

Capital 

¢ allowance, see Capital allowance 

* contribution of, addition to adjusted cost base, 53(1)(c) 

* cost, see Capital cost; Capital cost allowance 

¢ cost of, defined, Reg. 5204 

* cumulative eligible, defined, 14(5) 

ee , see also Cumulative eligible capital 

¢ deemed contribution of, 53(1.1) 

e defined 

¢¢ for financial institutions tax, 190.13 

ee for large corporations tax, 181.2(3), 181.3(3) 

¢ element, see Capital element 

* “eligible capital expenditure” defined, 14(5) 

* expenditure, not deductible, 18(1)(b) 

ee depreciation, see Capital cost allowance 

ee disability-related building modifications, deductible, 
20(1)(qq) 

ee disability-related devices or equipment, 20(1)(r) 

¢¢ goodwill, deduction for, 20(1)(b) 

ee landscaping, deduction for, 20(1)(aa) 


e* scientific research and experimental development, 
deductible, 37 


e* site investigation fees, deductible, 20(1)(dd) 

¢ financial institutions’, tax on, 190-190.211 

e gains, see Capital gain 

e income and, combined, 16(1), (4), (5) 

¢ losses, see Capital loss 

¢ outlay or loss, not deductible, 18(1)(b) 

¢ property, see Capital property 

¢ reorganization of, exchange of shares, 86(1); ITAR 

26(27) 

¢ stock, see Capital stock 

° tax, see Capital tax 

¢ thin, 18(4)-(8) 

Capital allowance 

¢ life insurance corporation, for Part VI capital tax 

ee allowed against additional tax, 190.1(1.1) 

ee defined, 190.16 

Capital cost 

¢ deemed, 13(7)-(7.4) 

¢* depreciable property acquired with government assis- 
tance, 13(7.1), (7.2) 

ee on death, 70(13) 

¢* reduction due to debt forgiveness, 13(7.1)(g), 80(5) 

¢ leased property acquired, 13(5.1) 
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Capital cost (cont'd) 


* manufacturing and processing property . 
e¢ deemed, 13(10) 2 
¢ tax shelter investment, 143.2(6) ° 
* undepreciated, see Undepreciated capital cost ® 
Capital cost allowance, see also Depreciable property. : 
* access road (forest), Reg. Sch. II:Cl. 10(p) ie 


* acquisition year rules, Reg. 1100(2)—(2.4) 

** non-arm’s length exception, Reg. 1102(20) 
¢ additional allowances 

*¢ certified productions, Reg. 1100(1)() 

*¢ Class 19, Reg. 1100(1)(n), (0) 

e¢ Class 20, Reg. 1100(1)(p) 

ee Class 21, Reg. 1100(1)(q) 


** Class 28, Reg. 1100(1)(w) i 
** Class 35, Reg. 1100(1)(za.1) e 
°° Class 38, Reg. 1100(1)(zd) % 
** Class 39, Reg. 1100(1)(ze) 4 
e¢ Class 40, Reg. 1100(1)(zf) , 
e* Class 41, Reg. 1100(1)(y) ‘ 
ee fishing vessels, Reg. 1100(1)(G) 


** grain storage facilities, Reg. 1100(1)(sb) 

ee railway cars, Reg. 1100(1)(z), (z.1a) 

ee railway track, Reg. 1100(1)(za), (za.1), (zb) 

*¢ railway trestles, Reg. 1100(1)(za.2) 

* additions and alterations, see also buildings (below) 
* advertising sign, Reg. Sch. II:Cl. 11 

* aircraft, Reg. Sch. II:Cl. 9, Sch. II:Cl. 16 

**  employee’s, 8(1)G), 13(11), Reg. 1100(6) 

* airplane hangar, Reg. Sch. II:Cl. 6 

* airplane runway, Reg. Sch. II:Cl. 1(g), Sch. II:Cl. 17(c) 
*¢ for mine, Reg. Sch. II:Cl.- 10(1)(ii) 

* amount deductible, 20(1)(a), Reg. Parts Part XI, XVII 


* amusement parks, property used in connection with, 
Reg. 1103(2b), 1104(12), Reg. Sch. II:Cl. 37 


* defined, Reg. 1104(12) 

apparel for rental, Reg. Sch. II:Cl. 12(k) 

automobile, Reg. 1102(1)(h) 
*¢ definitions, Reg. 1102(11) 
*¢  employee’s, 8(1)(G)Gi), 13(11), Reg. 1100(6) 
e* exclusion, Reg. 1102(1)(h) 
ee general, Reg. 1102(11)-(13), Reg. Sch. II:Cl. 10(a) 
¢¢ short-term rental or leasing, for, Reg. Sch. I:Cl. 16 
* automotive equipment, Reg. Sch. I:Cl. 10(a) 
* available-for-use rule, 13(26)—-(32), 20(28), (29), Reg. 
1100(2)(a)(i), (vii) 
beneficiary of trust, deduction for, 104(16), (17.1), 
(17.2) [Repealed] 


* book (library), Reg. Sch. Il:Cl. 12(a) A 
* breakwater, Reg. Sch. II:Cl. 3, Sch. If:Cl. 6 
* bridge, Reg. Sch. II:Cl. 1(a) : 


* building, Reg. Sch. II:Cl. 1(q), Sch. I:Cl. 3, Sch. ICL. 
5, Sch. I:Cl. 6(a), Sch. I:Cl. 8 


°°  addition/alteration, Reg. 1102(19), Reg. Sch. II:Cl. 
3(g), Sch. I:Cl. 3(k), Sch. II:Cl. 6(4), Sch. II:Cl. 6(k) 


*¢ in designated area, Reg. Sch. II:Cl. 20 : 


** separate class where cost over $50,000, Reg. 
1101(1ac), (lad), (5b) 


* cable system interface equipment, Reg. Sch. II:Cl. 10(v) —* 


¢ Canadian film or video production, Reg. 1100(1)(m), 
Reg. Sch. II:Cl. 10(x) ° 


°° separate class, Reg. 1101(5k.1) ° 
* canal, Reg. Sch. II:Cl. 1(b) ° 
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canoe, Reg. Sch. I:Cl. 7 
catalyst, Reg. Sch. II:Cl. 26 
catch-all class, Reg. Sch. U:Cl. 8 
certified Class 34 properties, Reg. 1104(11) 
certified feature film, Reg. Sch. II:Cl. 12(n) 
certified films and video tapes, Reg. 1100(21)-(23) 
oan production, Reg. Sch. II:Cl. 10(w), Sch. T:Cl. 
(n) 48% 
separate classes, Reg. 1101(5k), (51) 
chinaware, Reg. Sch. II:Cl. 12(b) 
Class 38 property 
separate class, election, Reg. 1101(5I) 
classes of depreciable property, Reg. Sch. II 
inclusions in, Reg. 1103 
prescribed, Reg. 1105 
separate, Reg. 1101 
transfers between, Reg. 1103 
coin-operated game, Reg. Sch. II:Cl. 16(f) 
computer, see Computer: capital cost allowance | 
computer software, Reg. Sch. II:Cl. 12(0) 
concession, Reg. Sch. II:Cl. 14 


contractor’s movable equipment, Reg. Sch. I:Cl. 10(h), 
Sch. II:Cl. 22, Sch. If:Cl. 38 


corporation having degree of Canadian ownership 


otherwise-Class. 8 property, capital cost allowance, 
Reg. sche MsCl, 19 


culvert, Reg. Sch. II:Cl. 1(c) 
cutlery, Reg. Sch. II:Cl. 12(b) 
cutting rights, Reg. 1100(1)(e) 
cutting/shaping part in machine, Reg. Sch. II:Cl. 12(j) 
dam, Reg. Sch. II:Cl. 1(d) 
for mine, Reg. Sch. H:Cl. 10(1) 
data communication equipment, Reg. Sch. II:Cl. 3 
deductions allowed, Reg. 1100, 1700 


deemed depreciable property, separate classes, Reg. 
1101(5g), Reg. Sch. Il:Cl. 36 


definitions, Reg. 1104 
dental instruments (small), Reg. Sch. H:Cl. 12(e) 
die, cic, Reg. Sch: INCY 2) 
dock, Reg. Sch. II:Cl. 3 
for mine, Reg. Sch. I:Cl. 10(1) 
drilling vessels, Reg. 1100(1)(va) 
drive-in theatre property, Reg. Sch. I[:Cl. 10(q) 
earth-moving equipment, Reg. Sch:Cl. 22, Sch:Cl. 38 
separate class, election, Reg. 1101(5]) 
electrical generating equipment, Reg. 1100(1)(t), (ta), 
Reg. Sch. II:Cl. 1(k), Sch. U:Cl. 1(m), Sch. H:Cl. 2¢a), 
Sch. II:Cl. 8(g), Sch. U:Cl. 9(e), Sch. If:Cl. 9(f), Sch. 
IT:Ch..29,..Sch. I:Cl..34, Sch. IECh 40 
electric energy producer/distributor, Reg. Sch. I:Cl. 
2(c), Sch. II:Cl. 8(f), Sch. I:Cl.9(a) 
aa for mining, Reg. 1102(8)—(9.2), Reg. Sch. II:Cl. 
r 
electronic data-processing equipment, see Computer: 
capital cost allowance, Reg. Sch. II:Cl. 10(f), Sch. If:Cl. 
29; Sch: TI:Cl. 40 
employee’s automobile or aircraft, 8(1)(j)(ii), 13(11), 
Reg. 1100(6) 
excess, 1975-76, defined, 138(12) 
farming and fishing property (pre-1972), Reg. 
1700-1704 
fence, Reg. Sch, II:Cl. 6 
in amusement park, Reg. Sch. II:Cl. 37 
fibre optic cable, Reg. Sch. II:Cl. 42 


Index 


Capital cost allowance (cont’d) 


50% rule, Reg. 1100(2)-(2.4) 

non-arm’s length exception, Reg. 1102(20) 
film production, see Canadian film or video production 
ce and video tapes, Reg. 1100(21)-(23), 1104(2), 
first-year rule, Reg. 1100(2)—(2.4) 
fishing vessels, Reg. 1100(1)(i) 

separate classes, Reg. 1101(2) 
franchise, Reg. 1100(1)(c); 11009), Reg. Sch. II:Cl. 14 


gas manufacturing/distributing equipment, Reg. Sch. 
II:Cl. 1(n), Sch. U:Cl. 2(d) 


generating equipment, Reg. 1100(1)(t), (ta), Reg. Sch. 
I:Cl. 1(k), Sch. I:Cl. 1(m), Sch. II:Cl: 2(a), Sch. IE:Cl. 
2(c), Sch. I:Cl.. 8(f), Sch, I:Cl..8(g), Sch. II:Cl. 9(a), 
ach. 1:Ch).9(e), sch. ICL 9a). Sch. ICC 29, Sch, 
II:Cl. 34, Sch. II:Cl. 40 


grain storage facilities, Reg. 1100(1)(sb) 
greenhouse, Reg. Sch. II:Cl. 6 

half-year rule, Reg. 1100(2)-(2.4) 
harness, Reg. Sch. IL:Cl. 10(c) 


heat production/distribution equipment, Reg Sch. II:Cl. 
I(p), Sch. If:Cl. 2H 


heat recovery equipment, Reg. Sch. II:Cl. 34 
heavy water, Reg. Sch. II:Cl. 26 
hydro electric installation, Reg. Sch. II:Cl. 34 
industrial mineral mines, Reg. 1100(1)(g), Reg. Sch. V 
insurer, 13(22) 
jetty, Reg! Sch. ICL. 1(e), Sch. Ti:Cl. 3 
jig, Reg. Sch. If:Cl. 12(d) 
kiln, Reg. Sch. II:Cl. 8 
kitchen utensils, Reg. Sch. II:Cl. 12(c) 
land excluded, Reg. 1102(2) 
last, Reg. Sch. II:Cl. 12(d) 
lease option agreements, separate classes, Reg. 1101(5) 
leased properties 
buildings on, Reg. 1102(5) 
improvements to, Reg. 1102(4) 


leasehold interest, Reg. 1100(1)(b), 1102(4)-(6), Reg. 
Sch. II:Cl. 13, Reg. Sch. Ti 


mine shaft etc., Reg. Sch. II:Cl. 12(f) 

mining, definitions, Reg. 1104(5)-(8) 

misclassified property, 13(6) 

mold, Reg. Sch. II:Cl. 12(d) 

mole, Reg. Sch. II:Cl. 1(f), Sch. H:Cl. 3 

motion picture film, Reg. Sch. II:Cl. 10(s), Sch. I:Cl. 18 


multiple-unit residential buildings, Reg. Sch. I[:Cl. 31, 
Sch. II:Cl. 32 


separate classes, Reg. 1101(5b) 
non-residents, Reg. 1102(3) 
none, while election in force, ITAR 26.1(2) 
offshore drilling vessels 

additional allowance, Reg. 1100(1)(va) 

separate classes, Reg. 1101(2b) 


oil or gas well equipment, Reg. Sch. II:Cl. 10Q), Sch. 
I:Cl. 41 


oil refinery property, Reg. Sch. If:Cl. 10(u), Sch. I:Cl. 
4] 


oil storage tank, Reg. Sch. If:Cl. 6, Sch. U:Cl. 29, Sch. 
II:Cl. 40 


outdoor advertising structures, Reg. Sch. II:Cl..8(1), Sch. 
Il:Cl. 11 


separate class, election, Reg. 1101(51) 
overburden removal cost, Reg. Sch. II:Cl. 12(q) 
parking area, Reg. Sch. II:Cl. 1(g) 

for mine, Reg. Sch. II:Cl. 10() 


part-year resident’s otherwise-Class 8 property, Reg. 
Sch ICC 49 


partnership property, excluded, Reg. 1102(1a) 


patent, Reg. 1100(1)(c), 1100), Reg. Sch. II:Cl. 14, 
Sch. II:Cl. 44 


pattern, Reg. Sch. II:Cl. 12(d) 
pinball machine, Reg. Sch. II:Cl. 16(f) 
pipeline, Reg. Sch. I:Cl. 1(1), Sch. If:Cl. 2(b) 
for mine, Reg. Sch. I:Cl. 10() 
separate classes, Reg. 1101(5i), (5j) 


pollution control equipment, Reg. 1100(1)(t), Reg. Sch. 
IE:Cl. 24, Sch. U:Ck 27 


prescribed classes of depreciable property, Reg. 1105 


property acquired by transfer, amalgamation or winding- 
up, Reg. 1102(14), (14.1) 
*¢ non-arm’s length exception, Reg. 1102(20) 


** acquired before 1949, Reg. 1102(6) 
¢ Expo ’67 or 86, Reg. Sch. II-Cl. 23 


manufacturing/processing business, Reg. 1102(15), (16) 
* excluded activities, Reg. 1104(Q9) 
* new, in designated area 
ee property used in, Reg. Sch. I:Cl. 21 
¢ — property used in, Reg. Sch. II:Cl. 29, Sch. II:Cl. 40, 
Sch. II:Cl. 43 
¢ ‘marine railway, Reg. Sch. II:Cl. 7 
¢ medical instruments, Reg. Sch. I:Cl. 12(e) 


¢ railway locomotive, Reg. Sch. II:Cl. 6 
¢ railway property, Reg. 1100(1)(zc) 
¢ railway sidings, Reg. 1100(8) 
¢ railway system, Reg. Sch. II:Cl. 4 
¢ railway tank car, Reg. Sch. II:Cl. 6 
¢ railway track, Reg. 1100(1)(za.1), (zb), Reg. Sch. Ii:Gl. 
1(h) 
for mine, Reg. Sch. I:Cl. 10(m), Sch. II:Cl. 41 
e* separate classes, Reg. 1101(5e), (Se.1) 


; 4 lbs See Rott RRA AO6S * property acquired in the year, Reg. 1100(2)-(2.4) 
saad il es +2 i inte *e  non-arm’s length exception, Reg. 1102(20) 
ei iene tng § el Ot ae: ic eb ine ¢ property not included in classes, Reg. 1102 
** separate classes, c : 
, waka ria (isttiaueeectss pulp mill, Reg. Sch. I:Cl. 5 
life j 13(23) Bt radar equipment, Reg. Sch. II:Cl. 9 
¢ life insurer pee 
( t t, Reg. Sch. If:Cl. 8, Sch. 
* linen, Reg. Sch. II:Cl. 12(g) ee Uh Jn, tal SIBoN: as aoe 
* logging equipment, Reg. Sch. II:Cl. 10(0) » railway cars, Reg. 1100(1)(2), (z.14), Reg. Sch. I:Cl. 35 
¢ miachinery/equipment, Reg. Sch. II:Cl. 8 »* — separate classes, Reg. 1101(5d), (5d.1) 


mine buildings, Reg. Sch. I:Cl. 10(g), Sch. II:Cl. 41 


TO eel ote Reg a tigiodtsd 16 ages ¢ railway traffic control equipment, Reg. Sch. I:Cl. 1G) 


e i _ 1100(1)(w), (x), 100A, Reg. Sch. ° rapid transit car, Reg. Sch. II:Cl. 8 
ILC. BS. Sch. Awl 4] ene Wi ; ¢ rates for various classes of property, Reg. 1100(1) 
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Capital cost allowance (cont'd) 
* recapture provisions, 13(1); ITAR 20(2) 
*¢ passenger vehicle, 13(2) 
*¢ rollover where property replaced, 13(4), (4.1) 
ee¢ vessels, 13(13), (15), (16) 
* reclassification of property, 13(5) 
recreational property, Reg. 1102(17) 
* regulations, Reg. Part XI 
* rental properties, Reg. 1100(11)-(14.2) 
** non-arm’s length exception, Reg. 1102(20) 
** separate class for each, Reg: 1101(1ac)—(lae) 


revocation of certificates (Class 34 properties), Reg. 
1104(11) 

* river improvements, Reg. 1102(7) 

* roadway, Reg. Sch. II:Cl. 1(g), Sch. I[:Cl. 17 

for mine, Reg. Sch. II:Cl. 10() 

* roller skating rink floor, Reg, Sch. II:Cl. 10(i) 

* rowboat, Reg. Sch. II:Cl. 7 

* rules re property, Reg. 1102 

* runway, see airplane runway (above) 

* scale, metric, for retail use, Reg. Sch. II:Cl: 12(p) 

* scow, Reg. Sch. II:Cl. 7 

* separate classes, see Separate classes for capital cost 
allowance 

¢ sidewalk, Reg. Sch. II:Cl. 1(g) 

¢ sleigh, Reg. Sch. II:Cl. 10(d) 

* solar heating equipment, Reg. Sch. II:Cl. 34 

* stable equipment, Reg. Sch. II:Cl. 10(c) 

° steam generating equipment, Reg. Sch. II:Cl. 34 

* storage area, Reg. Sch. II:Cl. 1(g) 

for mine, Reg. Sch. II:Cl. 10(1) 

¢ subway, Reg. Sch. II:Cl. #q) 


* systems software, Reg. 1104(2), Reg. Sch. II:Cl. 10(f), 
Sch. II:Cl. 29, Sch. IE:Cl. 40 


* tableware, Reg. Sch. JI:Cl. 12(b) 


* tangible capital property not elsewhere specified, Reg. 
Sch. IL:Cl., 8) 


* tank (oil or water), Reg. Sch. II:Cl.-8 
* taxation year less than 12 months, Reg. 1100(3) 
* taxicab, Reg. Sch. II:Cl. 16 


* telecommunication spacecraft, Reg. Sch. II:Cl. 10(f.2), 
Sch. II:Cl. 30 


** separate classes, Reg., 1101(5a) 


* telephone/telegraph equipment, Reg. Sch. II:Cl. 3, Sch. 
i a Fe 


* telephone/telegraph system, Reg. Sch. II:Cl. 17 

* television commercial, Reg. Sch. II:Cl. 12(m) 

* terminal loss, 20(16) 

*¢ limitation re passenger vehicles, 20(16.1) 

* timber cutting/clearing equipment etc., Reg. Sch. II:Cl. 
10(n), Sch. U:Cl. 15 

* timber limits and cutting rights, Reg. 1100(1)(e) 

** separate classes, Reg. 1101(3) 

* timber resource property, Reg. Sch. I:Cl. 33 

* tools 


portable, for rental, Reg. Sch. II:Cl. 10(b), Sch. II:Cl. 
29, Sch. II:Cl. 40 


small, Reg. Sch. If:Cl. 12(h) 

* “total depreciation” defined, 13(21) 

* townsite costs for mine, Reg. 1102(18) [to be repealed], 
Reg. Sch. I:Cl. 10(1) 

* trailer, Reg. Sch. II:Cl. 10(e) 

* tramways, Reg. Sch. II:Cl. 4 

* transferred property, 13(5) 


* trestles, Reg. 1100(1)(za.2), (zb), Reg. Sch. I:Cl. 3 
** separate classes, Reg. 1101(Se.2), (Sf) 

¢ tunnel, Reg. Sch. If:Cl. 1() 

* undepreciated capital cost, defined, 13(21) 


* underground storage cost, Reg. Sch. II:Cl. 10(f.1), Sch. 
I:Cl. 41 


¢ uniforms, Reg. Sch. I:Cl. 12(k) 

e vat, Reg. Sch. II:Cl. 8 

* vessels, Reg. 1101(2)-(2b), Reg. Sch. II:Cl. ra 
ee certified, Reg. 1100(1)(v), 1101(2a) 

*¢ separate classes, Reg. 1101(2)—(2b) 

* video game, Reg. Sch. II:Cl. 16(f) 


* videotape, Reg. Sch. a Cl. 10(s), Sch. If:Cl. 12(1), Sch. 
II:Cl. 12(m) 

* videotape cassette for rental, Reg. Sch. I:Cl. 12(r) 

* wagon, Reg. Sch. I:Cl. 10(d) 

* water distributing equipment, Reg. Sch. II:Cl. 1(0), Sch. 
ICCL 10fe) 


* water storage tank, Reg. Sch. II:Cl. 6, Sch. II:Cl. 29, 
Sch. II:Cl. 40 


° what, Reg. sch. IDCISS) Sch: T Cr 6 

¢ for mine, Reg. Sch. T:Cl. 10() 

* wind energy conversion system, Reg. Sch. II:Cl. 34 
windmill, Reg. Sch. I:Cl. 3 

* woods assets, Reg. Sch. IV 


Capital deduction 

¢ for financial institutions tax 

*¢ deducted in computing amount subject to tax, 
190.1(1) 

ee defined, 190.15 

¢ for large corporations tax 

*¢ deducted in computing amount subject to tax, 
181.1(1)(b) 

os: J Gerned.-i tla) 

Capital dividend, 83(2) 

* account, see Capital dividend account 

* amalgamation, on, 87(2)(x)(ii) 

* election to treat dividend as, 83(2), (2.2)-(2.4) 

¢¢ form and manner of making, Reg. 2101 

*¢ where not available, 83(2.1) 

* paid to non-resident, 212(2)(b) 

e¢¢ through trust, 212(1)(c)(ii) 

* private corporation, Reg. 2101 

Capital dividend account 

¢ amalgamation, on, 87(2)(z.1) 

* corporation ceasing to be exempt, 89(1.2) 

¢ defined, 89(1) 

¢ “designated property” defined, 89(1) 

* dividend payable before May 7, 1974, ITAR 32. 1(4) 

* life insurance proceeds 

°* after May 23, 1985, 89(1)“capital 
account’’(d) 


°° before May 24, 
account’ (e) 


*¢ exclusion from anti-avoidance rule, 83(2.3) 
* payment out of, see Capital dividend 


* prescribed labour-sponsored venture capital corporation, 
of, deemed nil, 131(11)(e) 


* where control acquired, 89(1.1) 

Capital element 

* annuity, of, deductible, 60(a) 

* blended payment, 16(1), (4), (5); 20(1)(k) [Repealed] 
* government annuity, of, 58(4) 


dividend 


1985, 89(1)“capital dividend 


2706 


Index 


Capital gain, see also Capital gains and losses 

¢ allocation of 

ee credit union,! by, !137(5- 1), 6.2) 

* convertible property, 51 

¢ deduction, see Capital gains deduction 

¢ deemed 

* capital gains stripping, 55(2)—(5) 

e debt forgiveness, 80(12) 

* negative adjusted cost base, 40(3) 

ee of passive partnership interest, 40(3.1) 
defined, 39(1)(a), 40(1)(a) 
dividend instead of, on disposition of share of foreign 
affiliate, 93(1) 

¢ exchanges of property, 44 

¢ failure to report, 110.6(6) 

¢ foreign affiliate, of 

ee election re, Reg. 5902 

* income, 3 

e life insurer’s pre-1969 property, 138(11.2) 

e listed personal property 

ee taxable net gain, 41 

¢ non-resident, 115(1)(b) 

e¢  prorating for gains before May 1995, 40(9) 

¢ not included in income from property, 9(3) 

* principal residence 

e* exemption, 40(2)(b) 

ee  farmer’s, 40(2)(c) 

¢ recovery of bad debt, 39(11) 

° reserve, see Reserve: capital gain 

* specified, deductions for, 126(5.1) 

* stripping, 55(2)—-(5) 

¢ taxable 

**  beneficiary’s, designated by. trust, 104(21.1), (21.2) 

ee defined, 38(a), 248(1) 

ee definitions, 54 

** excluded from income of certain exempt organiza- 

tions, 149(2) 

ee foreign affiliate, of, 95(2)(f) 

ee  insurer’s, 138(2)(b), 142 

ee net, of trust, 104(21.3) 

* partnership, of, 96(1.7) 

¢*  trust’s, designation to beneficiary, 104(21) 

* taxed 

ee defined, 130(3) 

* treaty rules, Canada—U.S. Tax Convention Art. XI 

Capital gains and losses, see also Capital gain; Capital 

loss 

¢ adjusted cost base of property owned on Dec. 31/71, 

ITAR 26(3), (4) 

¢ application of subdivision c, ITAR 26(1) 

¢ becoming resident, on, 128.1(1)(b) 

* ceasing to be resident, on, 128.1(4)(b) 


deemed, from property transferred to spouse, 74,2(2) 
deemed acquisition or disposal of property, 45 

¢ disposition after June 18/71 where not at arm’s length, 
ITAR 26(5) 

¢ disposition before 1972, ITAR 26(5) 

¢ disposition subject to warranty, 42 

¢ disposition to corporation controlling or controlled by 
taxpayer, 40(2)(a)(ii) 

¢ dividend in kind, cost of, 52(2) 

¢ election re cost of property owned on Dec. 31/71, ITAR 
26(7) 


e employees profit sharing plan, allocated under, 
144(4)-(4.2) 
¢ exempt person, of, 40(2)(a)(i) 
¢ fair market value of securities, ITAR 26(11) 
¢ foreign affiliate, of, 95(2)(f) 
¢ foreign exchange, 39(2) 
¢ identical properties, 47 
¢ “listed-personal-property loss” defined, 41(3) | 
¢ lottery prize, 40(2)(f) 
¢ meaning of, 39(1) 
* negative adjusted cost. base deemed gain, 40(3), (3.1) 
¢ non-resident taxpayer, 40(2)(a)(i) 
* options, see Option 
* partial dispositions, 43 
* personal-use property, 46 
*¢ corporation, 46(4) 
_prizes, 52(4) 
property whose value included in income, cost of, 52(1) 
purchase of bond etc. by issuer, 39(3) 
reacquired property, ITAR 26(6) 
right to receive from unit trust, cost of, 52(6) 
rollover, see Rollover 
stock dividends, 52(3) 
Valuation Day, ITAR 24, 25 
Capital gains deduction, 110.6 
e anti-avoidance rules, 110.6(7)-(11) 
¢ beneficiary of trust, 104(21.2) 
¢ definitions, 110.6(1) 


determination of income while not resident, 110.6(13) 


double-dipping restriction, see Cumulative net invest- 
ment loss 


* election to trigger gain before corporation goes public, 


¢ election to trigger gain on Feb. 22/94, 110.6(19)—(30); 
ITAR 26(29) 

* cumulative eligible capital, 14(1)(a)(v)D, 14(9) 

¢ depreciable capital property 

ee cost, 13(7)(e.1) 

ee no recapture, 13(21)“undepreciated capital cost”F 

° excessive, 14(9), 110.6(19)(a)Gi)(C)dD, 
110.6(22)(a)B, 110.6(28) 
non-qualifying real property, 110.6(21) 
option, 40(3.2) 
partnership interest, 110.6(23) 
penalty for late election, 110.6(29) 
principal residence, 40(2)(b)A, D, 40(7.1) 
shares from employee stock 
110.6(19)(a)(@)(A)B 

e failure to report gains, 110.6(6) 

e individual deemed resident in Canada, 110.6(5) 

¢ interest expense, effect of, see Cumulative net invest- 
ment loss 

maximum, 110.6(4) 

non-qualifying real property, defined, 110.6(1) 

other property, 110.6(3) 

prescribed shares, Reg. 6205 

qualified farm property, 110.6(2) 

qualified small business corporation shares, 110.6(2.1) 

real property, limitations, 110.6(1)‘annual gains limit” 

“eligible real property gain” 

¢ specified capital gains, 126(5.1) 

* spousal trust, of, 110.6(12) 

* where amount deemed proceeds of disposition rather 


option, 
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Capital gains deduction (cont'd) 
than dividend, 183.1(7) 

* where not permitted, 110.6(7), (8), (11) 

Capital gains dividend 

* investment corporation, Reg. 2104 

* mortgage investment corporation, 130.1(4), Reg. 2104.1 

* mutual fund corporation, 131(1)-(1.4), Reg. 2104 

* non-resident-owned investment corporations, 133(7.1), 
Reg. 2105 

Capital gains dividend account 


* mutual fund corporation, 131(6)“capital gains dividend 
account” 


* non-resident-owned investment corporation, of 
ee defined, 133(8) 
Capital gains exemption, see Capital gains deduction 


Capital gains redemptions 
* mutual fund corporation, 
redemptions” 


* mutual fund trust, of, 132(1) 

ee defined, 132(4) 

Capital gains refund 

* investment corporation, 130(2) 

* mutual fund corporation, to, 131(2), (3) 

ee” Interest On: 13 13.) 

¢ mutual fund trust, to, 132(1), (2) 

e «” “imterést’on, 132@%1) 

Capital gains stripping 

* anti-avoidance rules, 55(2), (3.1) 

* exemption for butterfly transaction, 55(3)(b) 
* exclusion for cross-border purchase butterfly, 55(3.1) 


Capital interest (in a trust), see Trust (or estate): capital 
interest in 


131(6)“capital gains 


Capital loss, see also Capital gains and losses; Net capital 
loss 


* allowable 

°° defined, 38(b) 

*¢ foreign affiliate, of, 95(2)(f) 

°° partnership, of, 96(1.7) 

° bad debt, 50(1) 

**  personal-use property, 50(2) 

¢ deduction for, 3 

¢ defined, 39(1)(b) 

* disposition of bond, etc., by corporation, 40(2)(d) 

* disposition of debt, limitations on, 40(2)(e.1), (e.2), 
40(2)(g)(ii) 

* disposition of property to affiliated person, 40(3.3), (3.4) 

* disposition of property to controlled corporation, 85(4) 

* disposition of property to partnership, 97(3) 

* disposition of property to person controlling or con- 
trolled by corporate taxpayer, 40(2)(e) 

* labour-sponsored venture capital corporation, disposi- 
tion of shares of, 40(2)(i) 

* net, see Net capital loss 

* not included in loss from property, 9(3) 

personal-use property, 40(2)(g)(iii) 

pre-1986 balance, defined, 111(8) 

reassessment, 152(6)(a) 

restricted, 40(2), see also Stop-loss rules 

scientific research tax credit, unused, 39(8) 

* shares of bankrupt corporation, 50(1) 
shares of controlled corporation, disposition of, 40(2)(h) 

* shares of foreign affiliate, disposition of, 93(2), (4) 


* stock savings plan, disposition of shares of, 40(2)(i) 

¢ stop-loss rules, see Stop-loss rules 

* superficial, 40(2)(g)(i), 54“superficial loss” 

¢ unused share-purchase tax credit, 39(7) 

* venture capital corporation, disposition of shares of, 
40(2)(i) 

* warranty, outlay or expense under, 42 

Capital property, 

Property 

* adjusted cost base of, see Adjusted cost base 

* amalgamation, on, 53(6), 87(2)(e) 

¢ .certain shares deemed to be, 54.2 

* deceased taxpayer’s, 70(5) 

¢¢ fair market value, 70(5.3) 

* defined, 54, 248(1); ITAR 26(12)“capital property” 

* depreciable, see Depreciable property 

* eligible, see Eligible capital property 

* “eligible property” for transfer to corporation by share- 
holder, 85(1.1)(a) 

e gifts of, 118.1(6) 

** — by corporation, 110.1(3) 

* non-depreciable 

*¢ change of control of corporation, 111(4)(c)-(e) 

¢ share 

¢¢ loss on, 112(3) 

* transfer of, to corporation, [TAR 26(5.2) 

Capital stock 

¢ “class” interpretation, 248(6) 

¢ tax-deferred preferred series, Reg. 2107 

Capital surplus, see Pre-1972 capital surplus on hand 

Capital tax 

¢ defined, re insurance reserves, Reg. 1408(1) 

¢ financial institutions tax, Part VI (190-190.24) 

¢ Large Corporations Tax, Part I.3 (181—181.8) 

* provincial, deductibility of, 18 

* treaty restrictions, Canada—U.S. Tax Convention Art. 


see also Disposition of property; 


Capitalization, thin, 18(4)-(8) 
Capitalization of interest 

¢ election, 21 

Car, see Automobile; Passenger vehicle 
Career retraining, see Job retraining 
Caribbean Development Bank 


* bonds of, eligible for RRSP investment, Reg. 
4900(1)()(iv) 
Carrier 


¢* RRIF, of, defined, 146.3(1)‘carrier” 

Carryback, see also Carryforward 

* charitable donations, from year of death, 118.1(4) 
¢ losses, 111(1) 

*¢ after amalgamation, 87(2.11) 

*¢ amendment to earlier return, 152(6)(c) 

*e from estate, to taxpayer’s year of death, 164(6) 
Carryforward . 

* business losses, 111(1)(a) 


* Canadian life investment losses (Part XII.3. tax), 
211.1(2) 


* capital losses (net capital losses) 

** against capital gains, 111(1)(b), 111(1.1) 

** against other income in year of death, 111(2) 
ee defined, 111(8)“net capital loss” 
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Carryforward (cont’d) 

°°  pre-1986, against other income, 111(1.1) 

¢ charitable donations 

¢ «corporation, 110(1) 

ee individual, 118.1(1) 

* ‘deposit insurance corporation, losses of, 137.1(11)(a) 
* disbursement excess of charity, 11 

* expense, against reimbursement or assistance, 12(2.2) 
¢ FAPI, foreign taxes against, 91(4) 

¢ farm land disposed of by partnership, loss on, 101 

¢ farm losses, 111(1)(d) 

ee resuictea. fl TEL Cy 


¢ foreign affiliate’s forgiven debt, 95(1)‘foreign accrual 
property income”’A.2, G 


¢ foreign tax credits, unused, 126(2)(a), 126(2.3), 126(7) 
¢ home office expenses, undeducted, 8(13)(c), 18(12)(c) 
* interest paid on purchase of shares, 20(1)(qq)(ii) 


e investment tax credit, unused, 127(5), 127(9)“invest- 
ment tax credit’(c)(ii) 


¢ legal fees to obtain retiring allowance or pension bene- 
fit, 60(0.1)() 


¢ limited partnership losses, 111(1)(e) 

¢ listed personal property losses, 41(2)(b) 

¢ minimum tax, 120.2(1) 

* moving expenses, 62(1) 

* net capital losses, see Capital loss 

* non-capital losses, 111(1)(a), 111(8)“non-capital loss” 

¢ non-deductible home office expenses, 8(13)(c), 
18(12)(c) 

e Part I.3 tax credit, unused; 125.3(1) 

e Part VI tax credit, unused, 125.2(1) 

¢ ‘patronage dividends, 135(2.1) 

° pre-1986 capital losses, 111(1.1) 

¢ RRSP contributions not yet deducted, 146(5)(a) 


° RRSP deduction room, 146(1)"“RRSP deduction limit” 
“unused RRSP deduction room” 


e reduction of balances on debt forgiveness, 80(3), (4) 
e refundable dividend tax on hand, 129(3)(c) 
¢ repayment of support payments, 60(c.2) 

° research and development expenses, 37(1) 
partnership, disallowed, 96(1)(e.1) 

* restricted farm losses, 111(1)(c) 

* scientific research expenses, 37(1) 

e surtax credit, unused 

e* against Part 1.3 tax, 181.1(4)(b) 

ee against Part VI tax, 190.1(3)(b) 

¢ undeducted gifts 

¢* — by corporation, 110(1) 

ee by individual, 118.10.) 

Carrying charges, see Interest (monetary): deductible 
Carrying on business in Canada 

¢ extended meaning of, 253 

* non-Canadian corporations 

e* additional tax, 219 

¢ non-resident, 115(1)(a) 

ee liability for tax on, 2(3)(b) 

° part-year resident, 114 

Carrying value (of property) 

¢ defined, 20.2(3) 

e foreign property rules 

ee defined, 206(1) 


¢ interest deductibility rules icra tke 

ee: defined, 20.2(3) 

¢* limit on deductibility of interest relating to distribu- 

tions, 20.2(3) 

Carryover of losses, see Carryback; Carryforward 

Carve-out arrangements 

° reir properties acquired from tax-exempt person, 

Carved-out income 

e deduction under Part I, 66(14.6) 

e defined, 209(1) 

* partnership deemed person, 209(6) 

¢ tax on, 209(2) 

** payment, 209(4) 

ee return, 209(3) 

Carved-out property 

¢ defined, 209(1) 

¢ definitions, 209(1) 

¢ exclusions from, Reg. 7600 

* prescribed property, Reg. 7600 

Cash method of computing income 

becoming non-resident, on, 28(4), (4.1) 

changing from, 28(3) 

defined, 28(1),.248(1) 

farmers, fishermen, 28 

non-resident ceasing to carry on business in Canada, 

28(4), (4.1) 

Cash purchase ticket 

* grain, for 

ee when amount included in income, 76(4) 

Cash register, electronic 

* capital cost allowance, Reg. Sch. II:Cl. 12(s)(@i) 

Cash surrender value 

e of insurance policy, defined, 148(9), Rew 1404(2) [to be 
repealed], 1408(1) 

Catalyst 

* capital cost allowance for, Reg. Sch. IL:Cl. 26 

Catheters and related products 

¢ medical expense credit, 118.2(2)(i.1) 

Cattle 

e basic herd maintained since 1971, deduction, 29 

¢ breeding, 80.3(1)“‘breeding animals” (b) 

¢ dairy farming, 248(1)“farming” 


exhibiting and raising, 248(1)“farming” 
inventory, valuation of, 28(1.2) 
Ceasing to be a financial institution, 142.6(1)(a), (c) 
Ceasing to be mining reclamation trust, 107.3(3) 
Ceasing to be resident in Canada 
* deemed disposition of property, 128:1(4)(b) 
sXe Ganon re, 128.1(4)(b)(iv), 128.1(4)(d), Reg. 1300, 
exception, 128.1(4)(b)(v) 
stop-loss rules, 128.1(4)(f) 
demand for payment of taxes owing, 226(1) 
departure tax, see also deemed disposition of property 
(above) 
* additional tax on corporations, 219.1, 219.3 
farmer or fisherman, 28(4), (4.1) 
negative cumulative eligible capital balance, 14(8)(a) 
payment of tax 
* election to defer, 159(4), Reg. 1301 
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Ceasing to be resident in Canada (cont’d) 

* seizure of goods and chattels for non-payment of tax, 
226(2) 

* to pursue research under grant, 115(2)(b.1) 

Ceasing to carry on business, see also Death of taxpayer; 

Sale: business, of; Winding-up 

* accounts receivable, 28(5) 

¢ business income of individual, effect on, 34.1(8)(a), 
34.2(6)(c)(1) 

* disposition of depreciable property after, 13(8), 20(16.3) 

¢ eligible capital property, 24(1) 

¢ farming business, 28(4), (4.1), (5) 

¢ general rules, 22-25 

¢ subsequent transactions 


*¢ repayment of assistance, deduction relating to eligi- 
ble capital expenditure, 20(1)(hh.1) 


ee sale of inventory, 23(1) 

Cemetery arrangements, see Eligible funeral arrange- 

ment; Funeral services 

Cemetery care trust 

¢ defined, 148.1(1), 248(1) 

e excluded from various trust rules, 108(1)“trust’’(e.1) 

Cemetery services 

¢ defined, 248(1) 

* provision of under eligible funeral arrangements, 
148.1(2)(b)(@) 

Certificate 

* amount payable, re, 223(2) 

*¢ application of, 223(1) 

ee charge on land, 223(5), (6) 

ee costs, 223(4) 

ee registration in Court, 223(3) 

binding under provincial laws, 223(8) 

proceedings re, 223(7) 

sale of property, 223(9) 

e¢ sale of property 

application by Minister for Federal Court order, 

223(11) 

eee requirements re documentation, 223(10) 

*¢ total amount, “prescribed rate” sufficient details, 

ZN) 

¢ before distribution of estate etc., 159(2) 

ee failure to obtain, 159(3) 

¢ Canadian film or video production, 125.4(1) 

¢ change of ownership, Reg. 502 

¢ clearance, 159(2), (3) 

° rapes of property by non-resident, 116(2), (4), 


* ecologically sensitive land, 110.1(1)(d), 118.1(1)“total 
ecological gifts” 


* employer’s, re employees’ expenses, 8(10) 


* exemption from non-resident tax, 212(1)(b)(iv), 
212(14); ITAR 10(5) 
¢ oil/gas_ well, re, 66.1(6)“Canadian exploration 


expense’’(d)(iv) 
** ceasing to be valid, 66.1(10) 
* ownership, 234, Reg. 207 
* participation, Canadian Wheat Board, 161(5) 
Certification fee paid to bank, 20(1)(i) [Repealed] 


Certified feature film 


* capital cost allowance, Reg. 1100(21)-(23), Reg. Sch. 
II:Cl. 12(n) 


¢¢ add-back for minimum tax purposes, 127.52(1)(c) 


¢ defined, Reg. 1104(2) 
¢ information returns, Reg. 225 
Certified production 


* capital cost allowance, Reg. 1100(21)-(23), Reg. Sch. 
I:Cl. 10(w), Sch. I:Cl. 12(n) 


¢¢ add-back for minimum tax purposes, 127.52(1)(c) 
e* additional, Reg. 1100(1)(1) 

** — separate class, Reg. 1101(5k), (Sl) 

¢ defined, Reg. 1104(2) 

¢ information returns, Reg. 225 

Certified property, defined, 127(9) 

Chamber of commerce 

* exemption, 149(1)(e), 149(2) 

¢ information return, whether required, 149(12) 

Change in use 

* capital property, 45 

¢ depreciable property, 13(7)(a), (b) 

* property of insurer, 138(11.3), (11.31) 

Change of control, see Control of corporation: change of 
Charging provisions, see Liability for tax 

Charitable donations/gifts, see Gifts and donations 
Charitable foundation, see also Charity; Private founda- 
tion; Public foundation; Registered charity 

¢ charitable purposes of, 149.1(6.1) 

* corporation controlled by, 149.1(12) 

¢ defined, 149.1(1) 

° Ge rHEScTUE quota, 149.1(1)“disbursement quota” Reg. 


¢ deliberate reduction of, tax on, 188(3), (4) 
prescribed amount, 149.1(1)“disbursement quota’”C 

¢ Minister’s authority re determination of, 149.1(1.2) 
transfer of property 

ee tax on, 188(3), (4) 

* value of property, determination of, Reg. 3702 

Charitable organizations, 

charity 

¢ charitable activities of, 149.1(6.2) 

¢ defined, 149.1(1) 

* designation of registered charity as, 149.1(6.3) 

¢ outside Canada, gifts to, 118.1(1) 

* registration 

ee refusal by Minister 

deemed, 172(4)(a) 

*¢ refusal or revocation, appeal, 172(3)(a) 

ee revocation of, 149.1(2) 
resources of, devoted to charitable activity, 149.1(6) 

e deemed, 149.1(10) 
U.S. resident, Canada—U.S. Tax Convention Art. XXI 
universities outside Canada, Reg. 3503, Reg. Sch. VIII 


Charity, see also Registered charity 

* associated 

*¢ designation of, by Minister, 149.1(7) 

¢ charitable purposes, defined, 149.1(1) 

* defined, 149.1(1)“charity” 

* disposal of ecologically sensitive land, tax on, 207.31 


e 
e 
e 
e 


see also Charity; Registered 


eee 


exemption, 149(1)(f) 
gifts received, 149.1(12)(b) 
political activities, 149.1(1.1) 
specified gifts, 149.1(1.1) 
Charity trusts, employees’ 
e receipts, Reg. 3502 
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Chattels 

* seizure of, for unpaid: tax}, 225 

Cheque 

* dishonoured, 162(11) [Repealed] 

Chief source of income 

* determination by Minister,’31 

Child, 

Minor 

¢ adopted, 252(1) 

° defined, see extended meaning a Site 

e dependent, 118(6)(a) 

e¢ — credit for, 118(1)B(d), (e) 

¢ disposition of property to, 40(1.1) 

* extended meaning of, 70(10), 75.1(2),.110.6(1), 252(1); 
ITAR 20(1.11), 26(20) 

¢ family farm corporation transferred to, 70(9. 3) 


¢ farm DIpRerty transferred to, 44(1.1), 70(9); ITAR 
26(18), (19) 


e¢ from spouse’s trust, 70(9.1). 
¢ infirm, credit, 118(1)B(d), (e) 
* maintenance payments for, 
(spousal or child) 

¢ property transferred to 

ee gain or loss deemed to be transferor’s, 75.1... 
* support of, deemed, 56(6), (7) | 
Child Benefit, see Child Tax Benefit 


Child care expenses, 63 

¢ cross-border commuter, 63(4) 

¢ deduction for, 63(1), 63(2.2), 64.1 

° defined, 63(3) 

¢ “earned income” defined, 63(3)“eamed income” 

¢ eligible child, 63(3)“eligible child” 

¢ ‘residents absent from Canada 

e¢ deduction, 64.1 

¢ school or university, attendance at, 63(2.2) 

* supporting person, 63(3)“supporting person’ 

* taxpayer’s income vs. supporting person’s income, 
Got yntce er) 

Child support, see Support payments (spousal or child) 

Child support amount 

¢ defined, 56.1(4), 60.1(4) 

¢ whether deductible, 60(b), 60.1 

¢ whether taxable, 56(1)(b), 56.1 

Child Tax Benefit, 122.6—122.64 

agreement with province to vary amount, 122.63 

amount of, 122.61(1) 

attribution rules inapplicable to amounts paid, 74.1(2) 

confidentiality of information, 122.64 

definitions, 122.6 

eligible individual, 122.6, 122.62, Reg. 6300-6302 

indexing for inflation, 122.61(5) 

not to be assigned, attached, garnished, etc., 122. 61(5) 

¢ part-year residents, 122. 61(3) 

¢ Working Income Supplement, 122.61(1)A(c)C 

Child tax credit, 122.2 (pre-1993) 


Chinaware 
* capital cost allowance for, Reg. Sch. HI:Cl. 12(b) 


Chiropractor, see Professional practice 


Christmas party exemption 
* to meal and entertainment restriction, 67.1(2)(e). 


Chose in action, as property, 248(1) 


see also Dependant; intergenerational transfers; 


see Suppor’ payments 


Church, see also Charity 

* clergy employed by, deduction re residence, 8(1)(c) 

Civilian War Pensions and Allowances Act 

* pension under, exempt, 81(1)(d) 

Claim liability 

¢ defined, insurance policy reserves, 
1408(1) 


Claims, unpaid, see Insurance corporation: unpaid Didar 

reserve adjustment 

Classes of property, see Capital cost allowance 

Clawback 

e deduction from income for, 60(w) 

¢ disposition of labour-sponsored funds share, 211.8(1) 

¢ old age security, 180.2 

¢ unemployment benefits, deduction, 60(v.1). 

Clear days 

¢ calculation of, Interpretation Act27(1) 

Clearance certificate, 159(2) 

e failure to obtain, 159(3) 

Clearing or levelling farm land 

¢ cost deductible, 30 

Clergyman 

¢ allowance received by: deduction, 6(1)(b)(vi) 

¢ residence, expense deductible, 8(1)(c) 

¢ travelling allowance not taxable, 6(1)(b)(v1) 

Closing business, see Ceasing to carry on business 

Club 

¢ dues, no deduction, 18(1)()(i) 

¢ exemption for, 149(1)(), 149(2) 

ee deemed a trust, 149(5) 

¢ information return required, 149(12) 

Coal, see also Mineral resource 

¢ included in definition of “mineral”, 248(1) 

¢ mine, allocation of depletion allowance, 65(3) 

* royalties from, taxable, 12(1)(0)(v)(B) (to be repealed), 
12(1)(c)(v)(C) (draft) 

¢ royalties not deductible, 18(1)(m)(v)(B) (to be re- 
pealed), 18(1)(m)(v)(C) (draft) 

Coal mine operator 

* defined, Reg..1104(2), 1206(1) 

* services rendered by, Reg. 11046.1), 1204(3)(c) 

Cod fishermen, see Fishing: compensation programs 

Cohabiting spouse 

e defined, 122.6 

Collateralized preferred shares 

° restriction on dividend deductibility, 112(2.4) 

Collection agreement 

* application of payments under, 228 

Collection of tax, 222—229 

¢ acquisition of tax debtor’s property, 224.2 


* by Internal Revenue Service, Canada—U:S. Tax Conven- 
tion Art. XXVI A 


debt to Her Majesty, as, 222 
deduction or set-off, by, 224.1 
garnishment, 224 

in jeopardy, 164(1.2)—(1.31) 
** proceedings, 225.2 


defined, Reg. 


++» judge’s powers, 225.2(11), (12) 
oc judicial review of authorization, 225.2(8)-(11) 
eve no appeal therefrom, 225.2(13) 
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Collection of tax (cont'd) 
* payment of moneys seized from tax debtor, 204, 3 


* restricted while objection or appeal underway, 225.1 

¢ seizure of chattels, 225 

* taxpayer leaving Canada or defaulting, 226 

College, see Tuition fees; University 

Colostomy pads, as medical expense, 1 18.2(2)(i) 

Commencement 

¢ defined, /nterpretation Act 35(1) 

Commencement day 

¢ defined, 56.1(4), 60.1(4) 

Commercial debt obligation, 

obligation 

* deemed issued where amount designated following debt 
forgiveness, 80.03(7)(b)(i) 

e defined, 80(1), 80.01(1), 80.02(1), 80.03(1)(a);-80.04(1) 

¢* exchanged for other commercial debt obligation, 
80(2)(h) | 

¢ issued by partner, 80(2)(n) 

¢ issued by partnership, 80(15) 

¢ joint liability for, allocation, 80(2)(0) 

¢ settled by deceased’s estate, 80(2)(p), (q) 

Commercial obligation, see also Commercial! debt 

obligation 

¢ defined, 80(1), 80.01(1), 80.02(1), 80.03(1)(a), 80.04(1) 

¢ disposition of in exchange for another issued by same 
person, 40(2)(e.2) 

¢¢ addition to adjusted cost base, 53(1)(f.12) 

Commercial traveller, see Salesperson 

Commission 

¢ mutual fund, limited pattnessiip financing, 18. 1 

* unearned, reserve for, 32 

* withholding tax, 153(1)(g) 

Commission agent 

¢ deductions, 8(1)(f) 

** automobile or aircraft costs, 8(1)(j), 8(9), 1311) 

*¢ certificate of employer, 8(10) 

Committee, return by, 150(3) 

Common-law spouse, 252(4) 


Common share, see also Share 

* consideration for property transferred to corporation, 
85(1)(h) 

¢ defined, 248(1) 

Commonwealth 

¢ defined, Interpretation Act 35(1) 

Communal organizations 

¢ definitions, 143(4) 7 

¢ election to allocate gifts to members, 143(3.1) 

e rules Te. 143(1)) 

* specification of member of family, effect of, 143(5) 

* taxable income, election re, 143(2), (3) 

Communication of information, 241 

¢ Child Tax Benefit, 122.64; Reg. 3003 

¢ Minister, by, re registered charities, 149.1(15) 

* offence of unauthorized use or disclosure, 
239(2.2)—-(2.22) 

* prohibition against, 241(1), (2) 

* province, to, Reg. 3003 


Community Development bonds, eligible for RRSP. in- 
vestment, Reg. 4900(1)(.1) 


Community Economic Development Corporation (Nova 


see also Commercial 


Scotia) 

¢ qualified investment for deferred income plans, Reg: 
4900(1)G.11) 

Commutation of annuity, payment on 

¢ source withholding, 153(1)(f) 


Commuter to United States 

¢ charitable gifts, 118.1(9) 

e child care expenses, 63(4) 

* tuition credit, 118.5(1)(c) 

*¢ transfer of, to supporting person, 118.9(1) 
Companies’ Creditors Arrangement Act 

* provisions override third-party garnishment, 224(1.2) 


Compensation 

* certain payments exempt, 81(1)(d) 

¢ cod fisherman see Fishing: compensation programs 

¢ deferred profit sharing plan 

*¢ individual ceases to be employed by an employer, 

147(5.11) 

¢ defined for RPP purposes, 147.1(1), Reg. 8507 

¢ depreciable property, for, 13(21)“proceeds of 
' disposition” 

* from Federal Republic of Germany, exempt, 81(1)(g) 

¢ limits pension contribution, 147.1(8), (9) 

¢ taxable, 5, 6, 9 

* to customer or client, trust income exempt, 149(1)(w) 

Competent authority 

* agreement based on tax treaty deemed valid, 115.1 


* arbitration of disputes, Canada—U.S. Tax Convention 
Art. XXVI:6 


¢ defined, Canada—U.S. Tax Convention Art. UI:1(g) 


* exchange of information, Canada—U.S. Tax Convention 
Art. XXVII 


* mutual agreement procedure, Canada—U.S. Tax Conven- 
tion Art. XXV 

Complaint, see Information or complaint 

Completion date (for qualifying home under Home 

Buyers’ Plan) 

¢ defined, 146.01(1) 

Compliance orders 

* conviction of offence, on, 238(2) 

Compound interest 

¢ deduction for, 20(1)(d) 

¢ late payments and refunds, 248(11) 

Computation of income, 3 

* amalgamation, on, 87(2)(c) 


¢ deductions, see Deductions in computing income; De- 
ductions in computing income from business or prop- 
erty; Deductions in computing income from office, or 
employment 


* insurance corporation, 138(1)—(6), (9) 

¢ limitation re inclusions and deductions, 248(28) 

* _non-resident insurer, 138(11.91) 

*¢ where insurance business transferred, 138(11.92) 
Computation of tax, Reg. Part I 

* corporations, 123—125.1 

¢ deductions, see Deductions in computing tax 

¢ individuals, 117-—122.3 

© * i fetes oh ba(Z) 32. 

¢ Part I 

** non-resident individual, 118.94 

Computation of taxable income, 110-114 

¢ deductions, see Deductions in computing. taxable 
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Computation of taxable income (cont’d) 
income 


¢ individual 

°° order of application, 111:1 

e* resident for part of year, 114, 114.1 
Computer 

* capital cost allowance © 


ee classification, Reg. Sch. I:Cl. 10(f), Sch: II:Cl. 29, 
Sch. II:Cl. 40 


* “general-purpose electronic data processing equip- 
ment” defined, Reg. 1104(2) 


* * ~ separate class for each property, Reg. 1101(Sp) 
¢ software, see Software 
Computer-operating aids 
* . medical expense, Reg. 5700(0) 
Computer software, sce Software 
Concessions 
capital cont allowance, Reg. 1100(1)(c), 1100(9), Reg. 


Conditional sale, repossession, see Surrender: of property 
to creditor 

Condominium corporation, 149(1)(1) 

Confederation Life failure 

* group disability insurance top-up payments, 6(17), (18) 
e* reimbursement payment to employer, 8(1)(n.1) 
Confidentiality, see Communication of information 
Congregation, see Communal organizations 

Connected 

e defined 

ee for Part IV tax, 186(4) 

*¢ for shareholder loans, 15(2.1) 

¢ shareholder, defined, Reg: 4901(2)-(2.2) 
Conservation, see Energy: conservation property 
Conservation of the environment, see Ecological gifts 
Consideration, see also Inadequate considerations 

* unreasonable 

ee from non-resident, 69(3) 

e* rent, royalty, etc. 

non-resident, paid by, 69(3) 

non-resident, paid to, 69(2) 

Consolidation (of shares) 

¢ effect on stock option rules, 110(1.5) 

Consolidation accounting method 

¢ prohibited for debt forgiveness reserve, 61.3(1)(b)CG@) 
¢ prohibited for purpose of Act, 248(24) 

Construction equipment 

¢ “qualified” defined, 127(9) 

Construction of building 

¢ soft costs, rules, 18(3.1)-(3.7), 20(29) 

Constructive receipts 

* indirect payments, 56(2) 

Consul, see Diplomat 

Consumer goods or services 

¢ defined, 135(4), Reg. 4901(2) 

Consumer Price Index adjustment, see Indexing (for 
inflation) 

Containers 

¢ deposit received for, income, 12(1)(a)(1) 

°° — repayment of, deductible, 20(1)(m.2) 


¢ reserve for, deductible, 20(1)(m)(iv) 

Contiguous zome 

¢ defined, Interpretation Act 35(1) 

Continental shelf 

¢ application of legislation to, Interpretation Act8(2.2) 

e defined, Interpretation Act 35(1) 

Contingency funds, Reg, 3202 

Contingent liability 

¢ limitation on deductibility, 18(1)(e) 

Continuance outside Canada, 219.1, 250(5.1) 

¢ treaty rule, Canada—U.S. Tax’ Convention Art. IV:3 
(Protocol) 

Continuity 

¢ previous version of Act, ITAR 75, 77 

“Contra” interest 

* on instalment payments, 161(2.2) 

Contract 

¢ annuity, see Annuity contract 

¢ employment, consideration for entering into, 6(3) 

¢ investment, see Investment contract 

¢ life annuity, 148(10) 

* payments under, combined income. and capital, 16(1) 

¢ pension plan, under, 254 

* person employed to negotiate 

e* expenses incurred, deduction, 8(1)(f) 

ee, certificate of employer, 8(10) 

Contract payment 

e defined, 127(9) 

¢ included in income, 9(1), 12(1)(x) 

¢ paid, not counted as qualifying for ITC, 127(11.1)(c) 
[repealed], 127(18) 

¢ prescribed amount, Reg. 4606 

Contractors’ movable equipment, Reg. Sch. [f:Cl. 10(h), 

Sch. II:Cl. 22, Sch. If:Cl. 38 

Contravene 

¢ defined, Interpretation Act s. 35(1) 

Contributed surplus 

¢ addition to adjusted cost base, 53(1)(c) 

¢ calculation of, 84(10), (11) 

* conversion into paid-up capital 

¢e amalgamations, 87(2)(y) 

e* no dividend deemed, 84(1)(c.1)-(c.3) 

ee restrictions, 84(10) 

Control of corporation, 112(6)(b), 256(1.2), see also As- 

sociated corporations 

¢ acquired after beginning of year, investment tax credit, 
127(9.2) 

* acquired before end of year, investment tax credit, 
127(9.1) 

* acquisition of 

*¢ because of death, effect on windup, 88(1)(d.3) 

e deemed time of, 256(9) 

ee exceptions, 256(7)(a) 

** no deduction for unused Part 1.3 tax credit, 125.3(3) 

¢ amalgamation deemed not acquisition of, 88(4) 

¢ certain shares excluded from fair market valuations, 
256(1.6) 

¢ change of 

¢* adjusted cost base of non-depreciable capital prop- 

erty, 53(2)(b.2) 
ee adventure in 


the nature of trade, inventory 
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Control of corporation (cont'd) 
writedown, 10(10) 

** application of unused surtax credit, 
190.1(6) 

ee bad debts non-deductible, 111(5.3) 

** business investment losses, 111(8)“net capital 
loss’C(b) 

ee Canadian resource expenses, reduction of, 66.7(12) 

*¢ capital dividend account set to zero, 89(1.1) 

ee debt forgiveness rules, 80(1)“relevant loss bal- 
ance’’(d), (e) 

*¢ deductions for previously disallowed pregnant losses, 
13(21.2)(e)Gii)(D), = 1412), = 18(15)(b) Gi), 
40(3.4)(b) (11) 

*e¢ deemed year-end, 249(4) 

¢¢ depreciable property acquired in 12- month period, 
13(24), (25) 

¢¢ disposal of Canadian resource properties, 66.7(14) 

¢¢ disposal of foreign resource properties, 66.7(15) 

¢¢ election re cost of capital property, 111(4)(e) 


*¢ exploration and development expenses, 66(11), 
(11.3)-(11.5) 

*¢ foreign resource expenses, reduction of, 66.7(13) 

*¢ inventory writedown for adventure in the nature of 
trade, 10(10) 

ee investment tax credit, 127(9.1), (9.2) 

¢e* — loss carryover rules 

anti-avoidance provision, 11 1(5.5) 

*¢ losses, deductibility, 111(5)-(5.4) 

**° meaning of, 256(7)(a) 

** net capital loss non-deductible, 111(4) 

** non-depreciable capital property, 
111(4)(c)-{e) 

*¢ non-successor acquisitions of resource properties, 
66.7(15) 

ee Part 1.3 tax credit carryover, 125.3(3) 

** resource expenses, 66.7(10), (11) 


*¢ — scientific research and experimental development eX- 
penses, 37(1)(h) 


computation of, 37(6.1) 

*¢ superficial loss rule inapplicable, 54“superficial 
loss’ (f) 

e¢ within 12 months of incorporation, 66(11.5) 

* corporation without share capital, 256(8.1) 

¢ deemed not acquired, 256(7) 

* deemed time of acquisition, 256(9) 

¢ defined 

*¢ directly or indirectly, 256(5.1) 

*¢ for associated corporation rules, 256(6) 

ee for Part [V tax, 186(2) 

¢¢ for stop-loss rules, 112(6)(b) 

¢ in fact, 256(5.1) 

* option, by, 251(5)(b) 

* related groups, by, 251(5)(a) 

¢ specified class of shares, defined, 256(1.1) 

Controlled corporation, 

* meaning, 256(5.1) 

“Controlled, directly or indirectly” 

* meaning, 256(5.1) 

Controlled foreign affiliate, 

¢ defined, 95(1), 248(1) 

Convention, see Tax treaty 


181.1(7), 


rules — re, 


see also Corporation 


see also Foreign affiliate 


Convention expenses 

¢ deductible, 20(10) 

ee where fee includes meals, 67.1(3) 

* disallowed as R&D expense, Reg. 2902(a)(i)(F) 

¢ held in United States, Canada—U.S. Tax Treaty, Art. 
XXV:9 

Convention refugee, see Refugee 

Conversion 

¢ bond, deemed cost of, 51.1 

¢ debt into debt (commercial debt obligation), 80(2)(h) 

* debt into shares, 51, 80(2)(g), (g.1) 

* provincial life insurance corporation to mutual, 139 

e shares into other shares, 86(1) 

¢ vessel, of 


39 s 


ee defined, 13(21)“appropriate minister” “conversion” 
and “conversion cost” 

Conversion cost 

° vessel, of 

¢« deemed separate class, 13(14), (17) 

e¢ defined, 13(21)“appropriate. minister’ “conversion” 


and “conversion cost” 
Convertible debenture, see Convertible property 
Convertible obligation, 51.1 
Convertible property, 51; JTAR 26(24) 
* benefit conferred on non-arm’s length person, 51(2) 
¢ “gift portion” of, 51(2) 
Cooling-off period 
* three years, labour-sponsored funds tax credit, 127.4(3) 
Cooperative corporations, 135, 136 
* investment tax credit, 127(6) 
¢ large corporations tax, whether exempt, 181.1(3)() 
* paid-up capital of, 89(1)“paid-up capital’’(b) 
* patronage dividends, 135 
ee deduction, 20(1)(u) 
** non-resident, to, 212(1)(g) 
¢ scientific research tax credit, 127.3(5) 
¢ share of, meaning, 248(1)“share” 
¢ share-purchase tax credit, 127.2(5S) 
Coopers & Lybrand case overruled, 153(1.3) [repealed], 
227(5) 
Copy of document 
* can be used in court proceedings, 231.5(1), 244(9) 
Copyright 
* royalties paid to non-resident, exempt, 212(1)(d)(vi), 
212(9)(b) 
*¢ paid to U.S. resident, Canada—U.S. Tax Convention 
Art. XII:3(a) 
Corporate distributions tax, 183.1 
* preferred-earnings amount 
** amalgamation, on, 87(2)(y.1) 
Corporate emigration, 219.1 
Corporate officers 
* accountability of, 242 
e loans to, 80.4(1) 
Corporate partnerships 
¢ small business deduction, 125(6) 
Corporate surtax, 123.2 
Corporation 
* acquiring depreciable property 
*¢ change of control in 12-month period, 13(24), (25) 
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Corporation (cont'd) 


acquisition of own shares, deemed dividend, 84(3) 
additional tax on excessive election, 184 


airline, taxable income earned in a province, Reg. 407. 


allowance, re investment. in in. G 
319(1)(h), Reg. 808 property. in. Canada, 
amalgamation of, see Amalgamation 
annuity contract, interest in, 12.2 
appropriations of property by shareholders, 15(1), 69(4) 
* inadequate considerations, 69(5) 
appropriations to shareholders 
* on winding-up, deemed dividend, 84(2), (6) 
assets disposed of to, for shares 
¢ shares deemed capital property, 54,2 
associated, see Associated corporations 
bankrupt 
* exempt from Part I.3 tax, 181.1(3)(b) 
* exempt from Part IV tax, 186.1. 
e rules applicable, 128(1) 
becoming or ceasing to be exempt, 149(10) 


¢ superficial loss rule inapplicable, 54“superficial 
loss’’(g) 


becoming resident in Canada, 128.1(1) 
benefit conferred on shareholder, 15(1), (7) 
e deemed, 15(9) 


bus operators, taxable income earned in a province, Reg. 
409 | 


buying back shares for excessive amounts 

¢ excess deemed dividend substitute, 183.1(3), (4) 
“Canadian” 

e defined, 89(1) 


e “taxable”. defined, 
corporation” 


* winding-up of, rules, 88(2) 
Canadian-controlled private, defined, 125(7) 
cancellation of shares, 84(3), (6) 
ceasing to be resident in Canada, 128.1(4) 
connected, 186(4) 
consolidation accounting method, prohibited, 248(24) 
continuance outside Canada, 219.1, 250(5.1) 
control of, see Control of corporation 
controlled, 186(2) 
° ae loss on property transferred to, 40(3.3), (3.4), 
85(4) 
charitable foundation, by, 149.1(12) 
disposition of shares of 
amalgamation, 87(2)(kk) 
exchanges of property, 44(7) 
share for share exchange, 85.1(2)(b) 
e shares of, disposition of, 40(2)(h) 
cooperative, see Cooperative corporations 
Crown, see Crown corporation 
deduction. from tax, see Deductions in computing tax 
deemed member of partnership, 125(6.1) 
deemed not resident, 250(5) 
deemed resident in Canada, 250(4) 
defined, 248(1), Interpretation Act s. 35(1) 
director of, see Director (of corporation) 
distributions, tax payable on, 183.1(2) 
¢ exceptions, 183.1(6) 
divided business, Reg. 412 


dividend received by, 112 
¢ dividend rental arrangements, no deduction allowed, 


89(1)“‘taxable Canadian 


e ® ® e e e e @ e ® ® e e e 
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112(2.3) 
* short-term preferred share, on, 112(2.3) 
* where no deduction permitted, 112(2.1)—(2.9) 


drilling, prospecting, exploration and development ex- 
penses, ITAR 29(11) 


emigration of, 219.1 
execution of documents, 236 
exempt, see Exempt corporation; Exemptions 
family farm, see Family farm corporation/partnership 
farm loss 
° .carryforward 
111(5)-(5.3) 
fiscal period of, 249.1(1)(a), 249.1(1)(b)(iii) 
foreign business corporation, see Foreign business 
corporation 
gifts made by 
* capital property, 110.1(3) 
¢ charitable, 110,1(1)(a) 
deduction for, 110.1(1) 
Her Majesty, to, 110.1(1)(b) 
institution, to, 110.1(1)(c) 
partnership, by, 110.1(4) 
proof of, 110.1(2) 
grain elevator operators 
¢ taxable income earned in a province, Reg. 408 
housing 
e exemption, 149(1)(i), (n) 
income of, defined, 125(7)“income of the corporation 
for the year from an active business” 


incorporated in Canada, defined, 248(1)“corporation” 
“corporation incorporated in Canada” 


indirect payment to person paid through intermediary as 
proceeds of disposition of property, 183.1(5) 


information return 
— by private corporation, under Part [V, 187(1) 
* tax under Part VII, 193(1) 
instalment payment of tax, 157(1), Reg. 5301 
¢ “first instalment base” defined, 161(9)(b) 
¢ insufficient, 161(2) 


rules where control changed, 


° limitation, 161(4.1) 
“second instalment base” defined, 161(9)(b) 

insurance, see Insurance corporation 
interest 

« accrued, 12(3) 

e deduction by certain corporations, 18(4)—-(8) 
investment, see Investment corporation 
issue of stock rights, 15(1)(c) 
issuing qualifying shares, refundable tax, 192, 193 
joint exploration, see Joint exploration corporation 
large, tax on, see Large corporations tax (Part I.3) 
life insurance, see Life insurance corporation; Life 
insurer 
life insurance policy, interest in, 12.2 
loan by 

¢ non-resident, to, 17 

* persons connected with shareholder, to, 15(2) 

e — shareholder, to, 15(2) 

ee non-residents, 15(2.2), (8) 

¢ . wholly-owned subsidiary, to, 218 
loan to, attribution rules, 74.4 
manufacturing and processing, 125.1 
member of non-resident-controlled partnership 

* — specified partnership income deemed nil, 125(6.2) 
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Corporation (cont'd) 


mining 
property, etc., expenses, ITAR 29(2)-(5) 
mortgage investment, 130.1 
municipal, exempt, 149(1)(d) 
mutual 
provincial life insurance corporation converted into, 


mutual fund, see Mutual fund corporation 
mutual insurance, exemption, 149(1)(m) 
net ele loss non-deductible if change in control of, 
111(4) 
90% or more owned subsidiary 
winding-up of, 88(1) 
non-arm’s length non-resident, transactions with 
extended reassessment period, 152(4)(b)(iii) 
return required, 233.1 
° offences and penalties, 162(10) 
non-capital loss 
carryforward 
111(5)-(5.4) 
non-profit 
exemption, 149(2) 
for scientific research and development 
° annual information return, 149(7) 
° exemption, 149(1)() 
non-resident, Reg. Part VIII 
branch tax, 219 
carrying on business in Canada, additional tax, 219 
° limitations on, 219.2 
taxable income earned in a province, Reg. 413 


non-resident-owned investment, see Non-resident- 
owned investment corporation 


officer of, prosecution for offence of corporation, 242 
paid-up capital, see Paid-up capital 
patronage dividend 

deduction, 135 
paying dividends on taxable preferred shares 

tax payable, 191.1(1) 
payment of tax, 157 

instalments, 157(1) 

where instalments not required, 157(2), (2.1) 
payments to shareholders or prospective shareholders, 
15(1), (7) 
pension, exempt, 149(1)(0.1), (0.2) 
personal-use property of, 46(4) 


pipeline operators, taxable income earned in a province, 
Reg. 411 


predecessor, see Predecessor corporation 
preferred-rate amount 

credit union, 137(4.3) 
private, see Private corporation 


processing or fabricating, 66(15)“principal-business cor- 
poration” ITAR 29(4), (26) 


professional, see Professional corporation 


property appropriated to shareholder or prospective 
shareholder, 15(1), (7) 


provincial, exempt, 149(1)(d) 
provincial life insurance, converted into mutual, 139 
qualified small business, share of 

capital gains deduction, 110.6(2.1) 

defined, 110.6(1) 

related person, 110.6(14) 


rules where control changed, 


rules re, 110.6(14) 
railway, see also Railway 
rates of tax, see Rates of tax 
real property rental etc. 
base level deduction, 18(2)(f), 18(2.2) 
receiving dividends on taxable preferred shares 
tax payable, 187.2 
redemption of shares, 40(3.6), 84(3), (6) 
Pecos of paid-up capital, deemed dividend, 84(4), 


registered investment, 204.4—204.7 
related to another, 251(3) 
deemed, on amalgamation, 251(3.1) 
transfer of liability for Part VI.1 tax, 191.3 
where deemed not, 112(2.9) 
reorganization of business, see Reorganization 
research allowance, 37.1 
residence of, 250(5) 
corporate emigration, 219.1 
extended meaning, 250(4) 
returns 
to be filed, 150(1)(a), (e) 
where none filed, 150(1)(e) 
rules applicable to, 123-125.1 
scientific research and development (non-profit) 
annual information return, 149(7) 
exemption, 149(1)(j) 
rules as to income, 149(9) 
scientific research tax credit, refundable tax, 195 
share-for-share exchange 
computation of paid-up capital, 85.1(2.1) 


ship operators, taxable income earned in a province, 
Reg. 410 


small business deduction, 125 
small business investment, Reg. 5101(1) 
exempt, 149(1)(0.3) 
spouse or minor, for 
property transferred or loaned to 
. amalgamation, corporation 
87(2)G.7) 
status of certain corporations, ITAR 50, Reg. Part 
XLVI 
“stop-loss” rule, 112(3)-(7) 
subject, 186 
deemed private corporation, 186(5) 
subsidiary, see Subsidiary 
successor, see Successor corporation 
surtax, 123.1 
tax abatement, 124 


tax on excessive capital dividend or capital gains divi- 
dend election, 184, 185 


tax on foreign property held in certain savings plans, 
205-207 


tax rate, 123 
abatements, 124 
manufacturing or processing, 125.1 
small business deduction, 125 


taxable Canadian, defined, 89(1)“taxable Canadian 
corporation” 


taxable income earned in a province, Reg. Part ~ 
divided businesses, Reg. 412 
taxation year of, 249(1)(a), 249(3) 


continued on, 
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Corporation (cont’d) 

¢ thinly capitalized 

*¢ interest not deductible, 18(4)- (6) 

coe exception, 18(8) TEEHALt 
* transactions with non-resident, non-arm’s length persons 
*¢ extended reassessment period; .152(4)(b)(iii) . 

*¢ information return, 233.1 

eo offences and penalties re, 162(10) 

* transfer of property to 

*° attribution rules, 74.4 

*¢ partnership, from, 85(2) 

¢¢ shareholder, from, 85(1) 

eee eligible property, 85(1.1) 


¢ truck operators, taxable income earned in a prayinces 
Reg. 409 


¢ trust and loan, taxable income Amity ina, . province, 
Reg. 405 


¢ when “controlled”, 112(6)(b) 

¢ wholly-owned subsidiary 

ee defined, 248(1) 

* without share capital, whether control acquired, 256(8.1) 
° winding-up of 

ee distribution deemed dividend, 84(2), (6) 
Correspondence courses 

¢ education credit, full-time student, 118.6(2)B 

Cost, see also Adjusted cost base; Capital cost; Rollover 
* acquisition, of } 

° property owned Dec. 31/71, ITAR 26(3), (4) © 

° taxpayer becoming resident of Canada, ITAR 26(10) 
*- property received from ‘partnership, 98(3), (5) 

*~ property seized for non-payment of debt, 79.1(6) 

* property whose value included in income, 52 

° Bie of corporation that becomes resident in Canada, 
¢ tax shelter investment, 143.2(6) 

Cost amount, see also Adjusted cost base 

e defined 

ee for capital interest in a trust, 108(1) 

e¢ generally, 248(1) 

ee stock dividend, 52(3) 

Cost base of property, see also Adjusted cost base 

¢ additions to, 53(1) 

¢ adjustments to, 53 

e deductions from, 53(2) 

¢ “relevant” to foreign affiliate, 95(4) 

Costs, see Court: costs; Legal costs 


Costumes 
* capital cost allowance for, Reg. Sch. II:Cl. 12(k) 


Counselling services 

° investment, see Investment counselling fees 

* value of, not included in employee’s income, 6(1)(a)(iv) 

Countries, see Prescribed countries 

Coupons 

* cashed for non-resident, tax and statement required, 
215(2), 234 

¢ identification of, 240(2) 

* ownership certificate required, 234. 

¢ stripped bond, cost excluded from income: when sold, 
12(9.1) 

Court, see also Judge 

* appeal to, see Appeal; Tax Court of Canada 


* compliance orders, on conviction of an offence, 238(2) 
* costs 

ee BY siplae against taxpayer, treated as debt owing, 
“Created by the taxpayer’s will” 

* meaning of, 248(9.1) 

Credit-related gains and losses, effect on securities held, 
142.4(7)B 

Credit union , see also Financial institution 

¢ “allocation in proportion to borrowing” defined, 137(6) 


¢ allocation of taxable dividends and capital gains, 
157 (5. 1); (D2) 


¢ “bonus interest payment” defined, 137(6) 
¢ deemed not to be private corporation, 137(7) 
e defined, 137(6), 248(1) 


¢ deposit insurance corporation deemed not: tobe, 
137.1(7) 


¢ disposition of Canadian security, 39(5)(b) 

* general provisions, 137 

* insurer established to provide. insurance to members, 
Reg. 1404(2)“acquisition costs” (a)(iii. 1) 

e member, defined, 137(6) 

¢ member’s income, 137(5) 

¢ paid-up capital of, 89(1)“paid-up capital’’(b) 

¢ payment of tax, 157(2) 

* reserves 

ee maximum cumulative, defined, 137(6) 

e share of, meaning, 248(1)“share” 

¢ small business deduction, 137(3), (4) 

¢ transitional, ITAR 58 | | 

Creditor, see also Loan 

¢ acceleration clause exercised by, 20(1)(n) 

¢ defined, 79(1), 79.1(1), 80.01(3) 

* property acquired on foreclosure by, 79 

* seizure of property by, 79.1 

¢ surrender of property to, 79 

Credits, see Tax credits 

Cremation services, see Eligible funeral arrangement; Fu- 

neral services 

Crib death monitor, medical expense, Reg. 5700(r) 


Criminal Injuries Compensation Board 

¢ payments exempt, 81(1)(q), Reg. 6501 

Criminal proceedings 

* secrecy provision not applicable, 241(3) 

Crop insurance program, see Farm Income Protection 
Act; Drought region 

Cross-border amalgamation, 128.2 

Cross-border, purchase butterfly, 55(1), (3.1), (3.2) 
Cross-border worker, see Commuter to United States 


Crown, see also Government 

* corporation, see Crown corporation 

* petroleum, natural gas etc. acquired from, for unreason- 
able consideration, 69(7) 

ee fair market value, 69(9) 

* petroleum, natural-gas etc. disposed of to, for unreasona- 
ble consideration, 69(6) 

¢* certain persons deemed to be same person, 69(10) 

ee fair market value, 69(8) 

Crown corporation 


° corporation controlled by, not private corporation, 
89(1)“private corporation” 
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Crown corporation (cont'd) 

* debt held by federal government, excluded from capital 
tax, 181(1)“long-term debt” 

¢ debt of, as qualified investment for RRSPs etc., Reg. 
4900(1)(q) 

¢ exemption for, 149(1)(d) 

*e¢ excluded where prescribed, 27(2) 

¢ federal, prescribed, Reg. 7100 

* prescribed, deemed not private corporation, 27(2) 

* subject to Part I tax, 27(2), 124(3) 

* subject to Part I.3 tax, 181.71 

* subject to Part [V.1 tax, 187.61 

¢ subject to Part VI tax, 190.211 

¢ subject to Part VI.1 tax, 191.4(3) 

* transfer of unused resource expenses, 66.6(1) 


Crown royalties 

¢ inclusion in income, 12(1)(0), 69(6), (7) 

¢ limitation on deduction, 18(1)(m) - 

Crutches 

* as medical expense, 118.2(2)(i) 

Cultural property, see also Art; Canadian Cultural Prop- 

erty Export Review Board 

¢ Canadian art, CCA claims allowed, Reg. 1102(1)(e) 

¢ disposition of, 39(1)(a)(.1) 

*¢ by institution or public authority, tax on, 207.3 

* excluded from capital gains rules, 39(1)(a)(i.1) 

¢ fair market value, determination of, 118.1(10), (11) 

° gift of 

*¢ by corporation, 110.1(1)(c) 

e¢ by individual, 118.1(1), (7.1) 

Culvert 

* capital cost allowance for, Reg. Sch. II:Cl. 1(c) 

Cumulative Canadian development expense, 

Canadian development expense 

¢ deduction for, 66.2(2) 

* reduction of, on debt forgiveness, 80(8)(c) 

¢ short taxation year, 66(13.1) 

Cumulative Canadian exploration expense, see also Ca- 

nadian exploration expense 

¢ deduction for, 66.1(2), (3) 

¢ defined, 66.1(6) 

* reduction of, on debt forgiveness, 80(8)(b) 

¢ trust, of . 

** reduced by investment tax credit, 127(12.3) 

Cumulative Canadian oil and gas property expense, see 

also Canadian oil and gas property expense 

¢ deduction for, 66.4(2) 

¢ defined, 66.4(5) ; 

¢ reduction of, on debt forgiveness, 80(8)(d) 

¢ short taxation year, 66(13.1) 

Cumulative deduction account 

* prescribed addition and deduction, Reg. 7200 

Cumulative eligible capital, 

property 

* amalgamation, on, 87(2)(f) 

* ceasing to carry on business, on, 24 

* deduction of 7% annually, 20(1)(b) 

e defined, 14(5), 248(1) 

* negative balance, recapture, 14(1) 

°° effect of capital gains exemption 
14(1)(a)(v)D 

* partnership ceasing to exist, treatment of, 98(3)(g), 


see also 


see also Eligible capital 


election, 


98(5)(h) 

¢ reduction of, on debt forgiveness, 14(5)“cumulative eli- 
gible capital” F:P.1, 80(7) 

“Cumulative gains limit” defined, 110.6(1) 

* computation, on amalgamation, 87(2)(pp) 

Cumulative net investment loss 

¢ defined, 110.6(1) 


* reduced by taxable capital gains where exemption not 
available, 110.6(1)“investment income’’(f) 


¢ reduces capital gains exemption available, '110.6(1)“cu- 
mulative gains limit” 110.6(2)(b), 110.6(2.1)(b) 

Cumulative offset account i 

* computation, on amalgamation, 87(2)(pp) 

¢ deduction from income, 66.5(1) 

ee change of control, 66.5(3) 

e defined, 66.5(2) 

* tax re, 196 

Cumulative reserve 

* maximum, of credit union, 137(6) 

Cumulative taxable income (of non-resident-owned in- 

vestment corporation) 

¢ defined, 133(9) 

Curator, return required of, 150(3) 

Currency, see also Foreign exchange 

¢ blocked 

*¢ income in, postponement of tax, 161(6) 

* calculation of foreign affiliate’s gain or loss in, 95(2)(f) 

¢ fluctuation, see Foreign exchange: fluctuations in 

Current amount (on disposition of specified debt obliga- 


tion), see also Residual portion (on disposition of specified 
debt obligation) 


* application of, 142.4(4) 

¢ defined, 142.4(7) 

Custodian (of eligible funeral arrangement) 

¢ defined, 148.1(1) 

* repayment of funds by, taxable, 148.1(3), 212(1)(v) 
Customs Act 


* communication of information for enforcement of, 
241(4)(d)(i1) 


Cutlery 


* capital cost allowance for, Reg. 1100(1)(e), Reg. Sch. 
TCL. 12( by) 


Cutting rights 
* capital cost allowance, separate classes, Reg. 1101(3) 


D 
DPSP, see Deferred profit sharing plan 
Daily compounding of interest, 248(11) 
Dairy, farming, 248(1)‘‘farming” 
Dam 


* capital cost allowance, Reg. Sch. II:Cl. 1(d) 
ee for mine, Reg. Sch. TH:Cl: 10(1) 


Damages 
¢ wrongful dismissal, for, see Retiring allowance 


Dancer 
* deduction from employment income, 8(1)(q) 


Data communication equipment 
* capital cost allowance, Reg. Sch. II:Cl. 3 


Data processing equipment, see Computer 
Dates, see Filing deadlines; Reassessment 
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Daughter-in-law, as child of taxpayer, 252(1)(c) 

Day camp, see Child care expenses 

Day care, see Child care expenses 

Day of mailing 

* constitutes date assessment or determination made, 
244(15) 

* presumed to be same as date appearing on notice, 
244(14) 

Days 

* calculation of, Interpretation Act s. 27 

De facto control test 

* “controlled, directly or indirectly in any manner 
whatever”, 256(5.1) 


Deadlines, see Filing deadlines; Reassessment; Remittance 
of taxes withheld 

Deaf person 

* devices to assist, business expense, 20(1)(rr) 

¢ disability credit, 118.3 

* guide dog, expenses, 118.2(2)(1) 

¢ lip reading or sign language training, 118.2(2)(1.3) 

* medical expenses, 118.2(2), Reg. 5700 

¢ rehabilitative therapy, 118.2(2)(1.3) 

Dealer (or trader) 

¢ automobile, standby charge for sales employees, 6(2.1) 
* in resource rights, 66(5) 

e in securities, see Securities: dealer, trader or agent 


Death, see also Death of taxpayer 

« danger of, communication of taxpayer information relat- 
ing to, 241(3.1) 

¢ funeral arrangements, see Eligible funeral arrangement; 
Funeral services 

¢ taxpayer, of, see Death of taxpayer 


Death benefit 
© defined, 248(1) 
¢ flowed through trust or estate, 104(28) 
* income, 56(1)(a)(iii) 
* income averaging, ITAR 40 
, see also Averaging of income; Income-averaging 
annuity contract 
¢ lump sum 
transfer from RPP, 147.3(7) 
¢ Saskatchewan Provincial Pension Plan, rollover to 
RRSP or RRIF, 60(1)(v)(B.2) 
* used to purchase income-averaging annuity contract, de- 
ductible, 61(2)(c) 
e withholding of tax, 153(1)(d) 
Death duties 
¢ deduction of, from pension benefits etc., 60(m) 
e interest on, deductible, 60(d) 
Death of taxpayer 
amounts receivable, 70(2) 
beneficiary of trust 
business income, effect on, 34.1(8)(a), 34.2(6)(c)(1) 
GST credit, 122.5(5)(c) 
separate return, 104(23)(d) 
capital losses deductible against all income, 111(2) 
charitable donations carryback 
¢ — carryback, 118.1(4) 
¢ claim against 100% of net income, 118.1(1)“total 
gifts’’(a)(il) 
made by will, deemed made in year of death, 
118.1(5) 


e 
e 
e 
e 
ee 
e 
e 
e 
e 
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computation of income on, 70(1) 
debt forgiveness rules do not apply to extinguishment of 
debt by bequest, 80(2)(a) 
debt obligation settled by estate, 80(2)(p), (q) 
deemed proceeds of disposition of property, 70(5)—(10) 
disposition of property on, 70(5)—(10) 

definitions, 70(10)“child” 

legal representative, by, 164(6) 

ordering, 70(14) 


disposition of right to share in partnership income, 
96(1.5) 


elections, Reg. Part X 
eligible capital property, 70(5.1) 
entitlement to benefits on 

deemed, spouse, 146(8.91) 

other than spouse, by, 146(8.8), (8.9) 
forward averaging, 110.4(4) 


funeral services provided from eligible funeral arrange- 
ment, no tax, 148.1(2)(b)(i) 
gifts, time of, 118.1(4) 
instalments not required after, 156.1(3) 
investment tax credit, income inclusion re, 70(1)(b) 
land inventories, 70(5.2) 
last annuitant under registered retirement income fund, 
146.3(6)—(6.2) 
life estate in real property, termination of, 43.1(2) 
minimum tax not applicable, 127.55 
net capital loss, 111(2) 
no inventory adjustment for farming business, 28(1) 
occurrences as a consequence of, 248(8) 
partner return, 150(4) 
partnership 
value of rights or things, 53(1)(e)(v) 
partnership interest, transfer of, 100(3) 
payment by employer, see Death benefit 
payment of tax 
election to pay in instalments, 159(5) 
property passing to spouse or trust, 70(6) 
proprietor, return needed, 150(4) 
RPP contributions deductible, 147.2(6) 
RRIF 
income inclusion to deceased, 146.3(6), (6.2) 
tax-paid amounts, see Tax-paid amount 
RRSP 
distribution to child or grandchild, deferral while 
under 18, 60(1)(v)(B.1) 
income inclusion to deceased, 146(8.8), (8.9) 
tax-paid amounts, see Tax-paid amount 
reserves not deductible, 72(1) 
resource properties, 70(5.2) 
return required, 150(1)(b), (e) 
where none filed, 150(1)(e) 
rights or things, 70(2) 
transferred to beneficiaries, 70(3) 
separate return, 70(2) 
minimum tax carryover not applicable to, 120.2(4) 
single payment from deferred profit sharing plan, 
147(10.1), (10.2) 
spouse or spouse trust, property transferred to, 70(6) 
stock options, effect on, 7(1)(e) 
tax on, 70(1), (5) 
termination of life estate, 43.1(2) 
transfer of partnership interest, 98.2 
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Debenture, see Bond; Convertible property 
Debt, see also Commercial obligation; Debt obligation; 
Indebtedness 
e amalgamation, on, 87(2)(h) 
° eration from foreign affiliate for settlement of, 
° assumption of, debt forgiveness rules do not apply, 
80(1)“forgiven amount’B(1) 
° bad, see Bad debt 
e deficiency, 84.2(2), (3) 
¢ defined, re seizure of property by creditor, 79(1), 
79.1(1) 
* disposition of, see Debt obligation: disposition of 
e doubtful, reserve for, 12(1)(d), 20(1)() 
* foreign currency, denominated in, 79(7), 80(2)(k), 
80.01(11) 
* forgiveness, see Debt forgiveness 
e long-term 
defined, 190(1) 
¢ non-qualifying 
owing to registered charity, 189 
trust for benefit of spouse, 70(8)(b) 
¢ owed by corporation, adjusted cost base, 53(2)(p) 
¢ parking, see Debt parking 
¢ rescheduling or restructuring, expenses deductible, 
20(1)(e)Gi.2), 20(1)(e. 1) Git) 
* security received in satisfaction of, 76 
¢ seizure of property for payment of 
effect on creditor, 79.1 
ee effect on debtor, 79 
° settlement of, see Debt forgiveness 
e share issued in settlement of, 80(2)(g), (g.1) 
e statute-barred, deemed settled, 80.01(9) 
ee subsequent payments, 80.01(10) 
¢ testamentary 
ee trust for benefit of spouse, 70(8)(c) 
* unpaid tax, etc., as, 222 
Debt forgiveness, 80-80.04, see also Settlement of debt 
¢ amalgamation, on, 80.01(3) 
¢ application of remaining balance 
*¢ adjusted cost base of capital property, 53(2)(g.1), 
80(9)-(11) 
e* allowable business investment loss carryforwards, 
80(4)(a) 
° capital cost of depreciable property, 13(7.1)(g), 80(5) 
* capital gain to absorb current capital losses, 80(12) 
e* capital property, 53(2)(g.1), 809)-(.1) 
ee cumulative Canadian development expense, 
66.2(5)“cumulative Canadian development ex- 
pense”M.1, 80(8)(c) 
e¢ cumulative Canadian 
66.1(6)“cumulative 
pense’J.1, 80(8)(b) 
e¢ cumulative Canadian oil and: gas, property expense, 
66.4(5)“cumulative Canadian oil and gas property 
expense’ I.1, 80(8)(d) 
¢* cumulative eligible capital, 14(5)“cumulative eligible 
capital”F:P.1, 80(2)(f), 80(7) 
ee farm losses, 80(3)(b) 
ee foreign exploration and development expenses, 
66(4)(a)(i11), 80(8)(e) 
ee income inclusion, 80(13), (14) 
*e net capital losses, 80(4)(b) 
ee non-capital losses, 80(3)(a), 80(4)(a) 


exploration expense, 
Canadian exploration ex- 


¢* ordering of rules, 80(2)(c), 248(27) 

** related corporations’ shares and debt, 53(2)(g.1), 
80(11) 

ee resource expenditures, 80(8) 

ee restricted farm losses, 31(1.1)(b), 80(3)(c) 

*e* successor pools, 66.7(2)(a)(ii), 66.7(3)(a)Gi), 
66.7(4)(a)(iv), 66.7(5)(a) (iii), 80(8)(a) 

¢e* undepreciated capital cost pool, 80(5)(b), 80(6) 

* bequest or inheritance, rules do not apply, 80(2)(a) 

* corporation to shareholder, taxable benefit, 15(1.2) 

¢ death, rules do not apply, 80(2)(a) 

debt issued in settlement of debt, 80(2)(h) 

¢ debt of deceased settled by estate, 80(2)(p), (q) 

* employer to employee, taxable benefit, 6(15) 

foreign affiliate’s gain or loss on, 95(2)() 

¢ foreign currency debt, 80(2)(k), 80.01(11) 


° ee amount, see Forgiven amount (re settlement of 
ebt 

* guarantee, payment under, 80(2)(1) 

¢ history preservation rules, 47(1), 49(3.01), 51(1), 
53(4)-(6), 86(4), 87(5.1), (6.1) 

e* reduction of adjusted cost base, 53(2)(g.1) 

* income inclusion, 12(1)(z.3), 80(13), (14) 

** corporation in financial difficulty, 61.3 

interest deemed to be separate obligation, 80(2)(b) 

¢ partnership, by, 80(15) 

R&D expenditures, effect on, 37(1)(f.1) 

reserve, 61.2-61.4 

¢ residual balance 

e defined, 80(14) 

ee income inclusion, 80(13) 

* settlement, meaning of see Settlement of debt 

¢ share issued in settlement of debt, 80(2)(g), (g-1) 

* simultaneous settlement of obligations, 80(2)(1) 

¢ subsequent disposition, capital gain, 80.03(2) 

e surrender of property 

¢* by debtor to creditor, 79(3), 79.1 

*¢ subsequent to debt forgiveness, 80.03(2) 

¢ transfer of forgiven amount to related person, 80.04 

* winding-up, 80.01(4) 

Debt obligation, see also Commercial obligation; Invest- 

ment contract; Specified debt obligation 

* accrued interest on, 12(3)—(10) 

* adjusted cost base, 53(2)(1) 

* amalgamation, acquired in, 87(2)(e.2) 

* assumption of, expenses deductible, 20(1)(e)Gi.2), 
20(1)(e. 1) G11) 

¢ deduction for over-accrual, 20(21) 

¢ defined 

¢ disposition of 

e* in exchange for other debt obligation, 40(2)(e.2) 

addition to adjusted cost base, 53(1)(f£.12) 

ee to related person, 40(2)(e.1) 

addition to adjusted cost base, 53(1)(f.1), (f.11) 

ee whether capital loss allowed, 40(2)(g)(ii) 

* escalating interest, accrual, Reg. 7000(2)(c. 1) 

ee extended meaning of, 248(26) 

¢e for penalties, bonuses and rate reduction payments, 

189.1) 
¢e for prepaid interest rules, 18(9.2) 


ee for purposes of scientific research tax credit, 
127.3(2)*‘scientific research and experimental devel- 
opment tax credit”(d) 
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Debt obligation (cont’d) 

e* generally, not defined 

* first registered holder of 
*¢ election re scientific research tax credit, 127.3(9) 
* increasing interest rate, accrual, Reg. 7000(2)(c.1). 
* interest'on, 20(14.1) 


* issued by partnership, 80(13)E(a), 80(14)(b), 80(15),° 


(18) 

e* deemed, 80(2)(n) 

* owing by related person, no loss permitted on disposi- 
tion, 40(2)(e.1) | 

* partial obligation treated the same as entire obligation, 
248(27) 

* prescribed 

*¢ accrued interest on, Reg. 7000 

*¢ deemed accrual of interest, 12(9) 

eee exception, 12(9.1) 

* qualifying, see Qualifying debt obligation 

* settlement of, see Debt forgiveness 

* specified, see Specified debt. obligation 

¢. used or held in insurance or moneylending business 

e* “eligible property” for transfer to. corporation by 

shareholder, 85(1.1)(g) 

Debt parking, 80.01(6)—(8) 

¢ deemed settlement of debt, 80.01(8) 

* subsequent payment of debt, 80.01(10) 

Debt substitute share 

¢ detined, Canada—U.S. Tax Convention Art. XXIX 
A:5(c) 

Debtor 

¢ defined, 80(1), 80.01(1), 80.04(1) 

* gain on settlement of debts, 80(1), Reg. Part LIV 

Deceased person, see Death of taxpayer 


December 31, 1995 income 

° defined, 34.1(4)-(6), 34.2(1) 

Decline in value of property 

* inventory writedown, 10(1), (1.01) 

¢ rules preventing transfer of losses, 13(21.2), 40(3.3), 
(3.4) 

Decoder 

¢ television, visually displaying vocal portion of signal 

e* medical expense, Reg. 5700(q) 

Deduction | 

° or set-off, recovery of taxes by, 224.1 

Deductions in computing income, see also Deductions in 

computing income from business or property; Deductions 

in computing income from office or employment; Deduc- 

tions in computing taxable income 

¢ alimony payments, 60(b) . 

* amounts transferred as retiring allowance, 60(j.1) 

¢ Canadian exploration expenses, 66.1(2), (3) 

* capital element of annuity, 60(a) 

* “carved-out income”, 66(14.6) 

¢ child care expenses, 63 

¢ cost of borrowed money, 21 

* costs re construction of building or ownership of land, 
18(3.1)-G.7) 

* cumulative Canadian development expenses, 66.2(2) 

ee — short taxation year, 66(13.1) 

* cumulative Canadian oil and gas property expense, 
66.4(2) f | 

ee — short taxation year, 66(13.1) 


* cumulative eligible capital on ceasing business, 24 
* cumulative offset account, 66.5 

¢ deemed residents, 64.1 

* deposit insurance corporation, 137.1(3) 

limitation, 137.1(4) 

¢ dividend from foreign affiliate, re, 91(5) 

* employee benefit plan, 32.1 

* employer’s contributions 

deferred profit sharing plan, 147(8),. (9) 
employees profit sharing plan, 144(5) 


registered supplementary unemployment benefit 
plan, 145 


* estate tax applicable to certain property, 60(m) 

¢ foreign exploration and development expenses, 66(4) 
e¢ ~ short taxation year, 66(13.1) 

¢ foreign taxes, re, 91(4) 

* income-averaging annuity contract, 61(1) 

* insurance. corporation | 

¢¢ amounts paid or credited to policyholders, 140(1) 
¢ interest on death duties, 60(d) 


¢ legal expenses of collecting or establishing right to pen- 
sion benefit etc., 60(0.1) 


* maintenance payments, 60(b), (c), 60.1 

¢ mental/physical impairment 

ee attendant care expenses, 64 

¢ mortgage on depreciable property, loss from sale of, 
20(5), (5.1) 

* moving expenses, 62 

e Part 1.2 tax payable, 60(w) 

¢ patronage dividend, 135(1) 

carryover of, 135(2.1) 

* provincial pension plan contributions, 60(v) 

¢ RPP, actuarial surplus payment, 60(.01) 

¢ RRSP, premiums under, 60(i) 

e refund of income payments, 60(q) 

¢ refund of RRSP premium transferred to annuity, 60(/) 


¢ refund of undeducted past service additional voluntary 
contributions, 60.2(1) 

* repayment of overpayment of certain benefits, 60(n) 

¢ repayment of policy loan, 60(s) 

¢ residents absent from Canada, 64.1 

¢ resource and processing allowances, Reg. Part XII 

e resource expenses 

*¢ successor corporation, 66.7 

° retirement compensation arrangement 

ee benefit from, 60(t) 

contributions to, 20(1)(r) 

disposition of interest in, 60(u) 

¢ scientific research and experimental development, 37 

additional allowance, 37.1 

¢ spousal RRSP, amounts transferred to, 609.2) 

¢ succession duties applicable to certain property, 60(m. |) 

* superannuation benefits transferred to another plan, 
609) 

* support payments, 60(b),.(c), 60.1 

° trusts of, 104(6)—(8) 

** non-resident beneficiaries, for, 104(10) 

* uncollectible proceeds of disposition, 20(4)-(4.2) 

Deductions in computing income from business or prop- 

erty, see also Deductions in computing income 

* accrued interest on transferred bond, 20(14) 

* amount deemed to be tax payable, 20(1)(1I1) 

¢ bad debts, 20(1)(p) 
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Deductions in computing income from business or 
property (cont'd) 
¢ banks, 26(2) 
¢ cancellation of lease, 20(1)(z), (z.1) 
* capital cost allowance, see Capital cost allowance 
* cumulative eligible capital amount, 20(1)(b) 
¢ depletion, see Depletion allowances 
* discount on certain obligations, 20(1)(f) 
¢ dividend from foreign affiliate, 20(13) 
* employer’s contributions 
deferred profit sharing plan, 20(1)(y), 147(8), (9) 
*¢ pension plan, 20(1)(q), 147.2(1) 

limitation, 20(22) 

special, 20(1)(r) 
profit sharing plan, 20(1)(w) 
supplementary unemployment benefit plan, 20(1)(x) 
* expense of issuing shares or borrowing money, 20(1)(e) 
* exploration and development grants, 20(1)(kk) 
¢ foreign taxes 
ee exceeding 15%, 20(11) 
¢ guarantee fees etc., 20(1)(e.1) 
* injection substances, 20(1)(II) 
¢ interest 
** accrued on purchased bond, 20(14) 
** compound, 20(1)(d) 
paid on borrowed money, 20(1)(c) 
* inventory adjustment, 20(1)(ii) 
* investigation of site, 20(1)(dd) 
¢ investment counsel fee, 20(1)(bb) 
* landscaping, 20(1)(aa) 
¢ life insurance corporation, 138(3) 
e limitations on, 18(1), (11) 
* mineral resources, 65 
* mining taxes, 20(1)(v) 
* net reserve adjustment [pre-1993], 20(26) 
* oil or gas wells, 65 
* patronage dividend, 20(1)(u) 
* permitted, 20(1) 
* prepaid expenses 
limitation re, 18(9) 
* reinsurance commission, 20(1)(jj) 
* repayment of amount previously included, 20(1)(m.2) 
* repayment of inducement, 20(1)(hh) 
* repayment of shareholder’s loan, 20(1)() 
* representation expenses, 20(1)(cc) 
* reserves, see Reserve 
* resource allowances, 20(1)(v.1) 
¢ salary deferral arrangements, 20(1)(oo) 
* scientific research and experimental development, 37 
¢ share transfer fees, 20(1)(g) 
* terminal loss, 20(16) 
* unpaid claims of insurer, 20(26) 
* utilities service connection, 20(1)(ee) 
* western grain stabilization levy, 20(1)(ff) 
Deductions in computing income from office or employ- 
ment, see also Deductions in computing income; Em- 
ployee; Expenses 
* aircraft costs, Reg. 1100(6) 
*¢  reasonability, 8(9) 
¢ allowed, 8(1) 
* artists’ expenses, 8(1)(q) 
* automobile expenses, 8(1)(h.1) 


¢ clergyman’s residence, 8(1)(c) 

¢ limitations 

ee general, 8(2) 

ee meals, 8(4) 

* registered pension plan contributions, 8(1)(m), 147.2(4) 
* retirement compensation arrangement, 8(1)(m.2) 

¢ teachers’ exchange fund, 8(1)(d) 


Deductions in computing tax, see also Tax credits 

* corporations 
abatement, 124 
income earned in province, 124(1) 
manufacturing and processing profits, 125.1 

° small business deduction, 125 

¢ exploration and drilling expenses, ITAR 29(32), (33) 

¢ foreign tax, 126 

e gifts, 118.1(3) 

* income earned in province that provides schooling al- 
lowance, 120(2) 

¢ Income War Tax Act, under, ITAR 17(1) 

* international organization, levy by, 126(3) 

* investment corporation, 130(1) 

¢ investment tax credit, 127(5)—(12.2) 

¢ logging tax, 127(1) 

¢ manufacturing and processing profits, 125.1 

* mortgage investment corporations, 130.1 

¢ political contributions, 127(3)-(4.2) 

* S.C. 1947, c. 63, s. 16, under, ITAR 17(3) 

* small business deduction, 125 

* taxable dividends, 121 

Deductions in computing taxable income, see also Tax 

credits; Deductions in computing income 

* amounts exempt under tax agreements, 110(1)()(i) 

* annual adjustment, 117.1 

* capital gains, 110.6 

* corporations 

e - oitts,. LAO. 

¢ dividend 

e* from foreign affiliate, 113 

*¢ received by corporation, 112 


employee stock options, 110(1)(d), (d.1) 
home relocation loan, 110(1)(j) 
Income War Tax Act, under, ITAR 17(2) 
e indexing, 117.1 
¢ losses of other years, 111 
* medical expenses, see Medical expenses 
¢ member of religious order, 110(2) 
* net capital losses, 111(1)(b), 111(1.1), (2) 
* non-capital losses, 111(1)(a) 
* non-resident trusts, 94(3) 
¢ order of applying provisions, 111.1 
* other, permitted, 110 
¢ Part VI.1 tax, 110(1)(k) 
* part-year resident, 114 
* separate returns, 114.2 
* social assistance payments, | 10(1)(f)(iii) 
* unemployment insurance benefit repayment, 110(1)(i) 
* workers’ compensation payments, 110(1)(f)(ii) 
Deemed disposition, see Disposition of property: deemed 
Deemed dividend, see Dividend: deemed 
Deemed overpayment, see Overpayment of tax: deemed 


Deemed realization of gains, see Disposition of property: 
deemed 
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Deer, 80.3(1)“breeding animals” 

Defaulting taxpayer, 226 

Defence forces, see Canadian Forces 

Deferred amount, defined, 248(1) 

Deferred annuity out of pension plan, 254 

Deferred income Abies: 

* salary deferral arrangements, 6(1)(i), 6(11)-(14) 
Deferred income plans, 144—-147.3, see also Deferred 
profit sharing plans; Registered education savings plans; 
Registered pension plan; Registered retirement income 


fund; Registered retirement savings plan; Registered sup- 
plementary unemployment benefit plan 


* foreign property of, Reg..5000 


° coe on money borrowed to invest.in, not deductible, 


* over-contributions to 
tax on, 204.1—204.3 
* property acquired by trusts governed by 
tax re, 205-207 
* property held by trust governed by 
tax re, 207217 20772 
* qualified investments, Reg. Part XLIX ~ 
¢ small business investments, Reg. Part LI 
* tax on non-qualified investments, 207.1 
Deferred payment 
¢ defined (re top-up disability payments), 8(1)(n.1)(@) 
Deferred profit sharing plan 
* age 69 maturity, 147(2)(k), 147(10.6) 
amendments to 

anti-avoidance, 146(5.21) 
amount received from, income, 56(1)(i) 
* amount taxable, 147(18), 201 
*  anti-avoidance rule, 147(18), (22) 


* annuity purchased by, see purchase of annuity by 
(below) 


¢ benefit under 

estate tax on, deductible, 60(m) 

succession duties on, deduction for, 60(m.1) 

taxable, 147(10)-(12) 

* conditions, 147(2) 

* continuation of, in amalgamation, 87(2)(q) 

¢ defined, 147(1), 248(1) 

e definitions, 147(1), 204 

¢ disposal of shares 

deduction re amount, 110(1)(d.3) 

¢ disposition of property to 

capital loss nil, 40(2)(g)Gv)(A) 

* distribution deemed disposition, 200 

¢ employee contributions prohibited, 
147(14)(c.2) 

¢ employer’s contribution 

¢ . deductible, 20(1)(y), 147(8), (9) 

ee limitations, 18(1)G), 147(5.1), 147(9) 

* not includable in employee’s income, 6(1)(a)() 


147(2)(a.1), 


terms limiting, 147(2.1) 
where not deductible, 147(9.1) 
“excess amount” defined, 204.2(4) 
excluded from various trust rules, 108(1)‘‘trust’’(a) 
forfeited amounts, 147(2)(i.1), 147(10.3) 
¢ defined, 147(1) 
¢ reallocation of, 147(2.2) 
forfeitures, tax on, 201 


e e e e e e e e e e 


e e e e e e e e e e e 
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individual ceasing to be employed by an employer 
* compensation, 147(5.11) . 
initial non-qualified investment, defined, 204 
interest on money borrowed to invest. in; whether de- 
ductible, 18(11)(c) 
life insurance policies, 198(6)-(8) 
lump-sum payment 
* remuneration, Reg. 100(1) 
maturity by age 69, 147(2)(k), 147(10.6) 
money borrowed for contribution to 
¢ limitation on deductibility, 18(11)(c) 
non-deductible employer contributions prohibited, 
147(2)(a.1), 147(14)(c.2) 
non-qualified investments of, defined, 204 
not employees profit sharing plan, 147(6) 
overcontribution to, 204.1(3) 
participating employer, meaning of, 147(1.1) 
payment out of profits, meaning of, 147(16) 
payments under 
¢ non-resident, to, 212(1)(m) 
¢ taxable, 147(10) 


* used to purchase income-averaging annuity contract, 
deductible, 61(2)(a) 


¢ withholding of tax, 153(1)(h) 
profit sharing plan, defined, 147.1(1) 
property. | 
* appropriation of, by employer, 147(13) 
e disposition or acquisition of, for inadequate consider- 
ation, 147(18) 
purchase of annuity by, 147(2)(k)(vi) 
¢ before 1997, 147(10.6) 
qualified investments, Reg. Part XLIX 
e defined, 204 
registration of, 147(2)-(5), Reg. 1501 
* revocation, 147(14), (15) 
revocation of, 147(14), (22) 
revoked plan 
e defined, 204 
« “excess amount” defined, 204.2(4) 
* payments under, subject to withholding of tax, 
153(1)(h) 
¢ rules applicable, 147(15) 
shares included in single payment on retirement etc., 
147(10.1), (10.2) 
¢ disposal of, 147(10.4), (10.5) 
single payment on withdrawal, 147(10.1), (10.2), 
(10.4)-(12), Reg. 1503 
tax on forfeitures, 201 
tax on initial non-qualified investments, 199 
tax on non-qualified investments, 198 
distribution deemed disposition, 200 
refund 
on disposition, 198(4) 
on recovery of property given as security, 198(5) 
return required, 202(1) 
tax on overcontributions to, 204.1 
tax payable by 
* on acquisition of shares not at fair market value, 
206.1 
* on foreign property, 206 
¢ on holding certain property, 207.1(2) 
tax re foreign property, 205-207 
tax where inadequate consideration on purchase or sale, 
201 
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Deferred profit sharing plan (cont’d) 

* taxation year of, 144(11) 

* testamentary trust receiving benefits from, 104(27.1) 

¢ transfers from 

ee DPSP, to, 147(19) 

p «... excess, 14,/(22) 

** registered pension plan, to, 147(19) 

** registered retirement saving plan, to, 147(19) 

ee restrictions re, 147(21) 

*¢* spousal RRSP, to, 60G.2) 

** taxation of amount transferred, 147(20) 

*¢ trust, through, to RPP or RRSP, 104(27.1) 

* trust under, exempt, 147(7), 149(1)(s) 

Defined benefit limit 

¢ defined, Reg. 8500(1) 

Defined benefit provision 

¢ defined, 147.1(1) 

Definitions, see also specific defined terms 

* capital gains exemption rules, 110.6(1) 

* capital property rules, 54 

¢ charities, 149.1(1) 

* corporations, 89 

¢ foreign affiliate rules, 95 

° general, 248 ; 

* insurance rules, 138(12), 148(9), Reg. 1408 

* investment tax credit rules, 127(9) 

* registered pension plans, 147.1(1) 

* registered retirement income funds, 146.3(1) 

* registered retirement savings plans, 146(1) 

* regulations, [Interpretation Act s. 16 

¢ relationships, 251-252 

* resource taxation, 66(15), 66.1(6), 66.2(5), 66.4(5) 

e small business rules, 125(7) 

¢ trusts, 108 

Delegation of powers and duties of Minister 

¢ administrative, 220(2.01) 

¢ by regulation, 221(1)(f), Reg. Part IX 

Demand 

¢ by Minister 

oe ec report, for registered pension plan, Reg. 

*¢ books and records, to retain, 230(7) 

*« documents, for, 231.2(1)(b) 

¢¢ information, for, 231.2(1)(a) 

ee information return, for, 233 

ee return, for, 150(2) 

¢ proof of failure to comply with, 244(7), (8) 

¢ proof of service, 244(5), (6) - 

¢ third party, see Garnishment for taxes unpaid 

Dental bills, as medical expense, 118.2(2)(a) 

Dental instruments (small) 

* capital cost allowance for, Reg. Sch. II:Cl. 12(e) 

Dental mechanic 

* payments to, as medical expenses, 118.2(2)(p) 

Dentist, see also Professional practice 

* defined, 118.4(2) 

Department of Canadian Heritage 

* disclosure of information re cultural property to, 
241(4)(d)(xii) 

Department of Energy, Mines and Resources 

* certificate re Class 34 property, Reg. 1104(11), Sch. 


I:Cl. 34(d), Sch. U:Cl. 34(g) 

* certificate re mineral deposit, 
resource’ (d)(i) 

* certificate re oil or gas well, 66.1(6) “Canadian explora- 
tion expense’’(d)(iv), 66.1(10) 

* communication of information to,:241(4)(d)(v)-(vi.1) 

* consultation re mine capacity, Reg. Sch. I:Cl. 1d), Sch. 
IL:Cl, 28(b)Gi) 

* consultation re pipeline, Reg. Sch. II:Cl. 10), Sch. I:Cl. 
2(b) 

¢ determination of prescribed energy conservation prop- 
erty, 13(18.1), 241(4)(d)(vi.1) 

Department of Fisheries and Oceans Act, see Northern 

Cod Compensation and Adjustment Program 

Department of Labour Act 

* s. 5, income assistance payments under, see Older 
Worker Adjustment, Program for 

Department of National Revenue, see Revenue Canada 

Departure tax, see Ceasing to be resident in Canada 


Dependant 

¢ alimony or maintenance paid to, 118(5) 

° credit for, 118(1)B(b), (d) 

°° apportionment of, 118(4)(e) 

¢ deemed resident, of 

ee also deemed resident, 250(1)(f) 

¢ defined, 118(6) | 

¢ medical expenses of, 118.2(2)(a) 

* mental or physical impairment, 
118.3(2), 118.4 

¢ notch provision, 117(7), 118.2(1)D 

* partial 

*¢ mental or physical impairment, 118.3(3) 

¢ spouse, 118(1)B(a) 

¢ wholly dependent persons, credit for, 118(1)B(b) 

ee limitation, 118(4) 

Dependants’ relief acts, trust created by, 70(6.1) 

Dependent personal services, see Employment: income 

from 

Depletion allowances, see also Resource allowance 

* gas well, 65, Reg. Part XII 

¢ lessee and lessor, allocation between, 65(3) 

* mineral resource, 65, Reg. Part XII 

ee coal mine, allocation, 65(3) 

* mining exploration, Reg. 1203 

¢ oil well, 65, Reg. Part XII 

* supplementary, Reg. 1212 

¢ timber limit, 65 

Depletion base, see Earned depletion base; Mining explo- 

ration depletion base; Supplementary depletion base 

Deposit 

* eligible, see Eligible deposit 

* insurance corporation, see 
corporation 

* on container 

*¢ as income, 12(1)(a)(11) 

ee reserve for, 20(1)(m)(iv) 

° specified, see Specified deposit 

Deposit insurance corporation, see also Canada Deposit 

Insurance Corporation 

* amounts included in income, 137.1(1), (10) 

* amounts not included in income, 137.1(2) 

* capital tax, exemption from, 181.1(3)(e) 


248(1)“mineral 


FES Ze CO) aC)» 


Deposit ‘insurance 
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Deposit insurance corporation (cont'd): 

* deductions in computing income, 137;1(3) 

°° limitation, 137.1(4) 

°° payments to member institutions, 137.1(11) 

¢ deemed 

*¢ mark-to-market property, by financial institution, 
142:5(2) Past R i 

°° on becoming a financial: institution, 142.6(1)(b) » 

** on ceasing to be a financial institution, 142.6(1)(c) 


*¢ specified debt obligation that was inventory. of finan- 
cial institution, 142.6(4)(a) 


¢ deemed not credit union, 137.1(7) 

* deemed not private corporation, 137.1(6) 

* deeming provision re, 137.1(5.1) 

*, Aelined, 1371) 

* investment property, defined, 137.1(5) 

* member institution ge 

ogee detined, 157 173) 

** payments by, deductible in computing income, 
137.1(11)(a) 


°° repayment 
137.1011)(6) 


** repayment excluded from income of ‘previous year, 
137.1(12) 


*¢ security for payment of tax, 220(4.3), (4.4) 

* not subject to mark-to-market rules, 142.2(1)“financial 
institution’’(c)(iv) 

* principal amount of interest payable, 137.1(10.1). 

* property owned since before 1975, 137.2 

* special tax rate, 137.1(9) 

¢ wholly-owned subsidiary deemed deposit insurance cor- 
poration, 137.1(5.1) 

Deposit-taking institution 

e additional tax on, 190.1(1.1) 

Depreciable property, see also Capital cost allowance 

* acquired . 

ee amalgamation, on, 87(2)(d), (d.1) 


ee by transfer, amalgamation or winding-up, Reg. 
1102(14), (14.1) 


ee capital cost, 13(5.2) 
*¢ — non-arm’s length, 13(7)(e), Reg. 1102(20) 
corporations controlled by one trustee, 13(7.3) 
ee  partner’s cost; ITAR 20(4)“acquisition cost” 
*¢ with government assistance, deemed capital cost, 
POT Ly ee) 
¢ additions and alterations, Reg. 1102(19) 
¢ available for use, 13(26)-(32), Reg. 1100(2)(a)(i),. (v1) 
¢ borrowing money for, 21(3) 
capital, disposed of 
° capital cost, 13(5.4) 
¢ lease cancellation payment, 13(5.5) _ 
*e recaptured depreciation, 13(5.3) 
* capital cost, see Capital cost 
capital cost allowance, see also Capital cost allowance 
ee classes, Reg. Sch. II : 
* capitalization of interest, 21(1), (3) 
ee reassessment, 21(5) 
° certain transactions after 1971, ITAR 20(1.2) 
* change in proportions of use, 13(7)(d), 13(9) 
¢ change in use 
¢* deemed acquisition/disposition, 13(7)(a), (b), 13(9) 
* classes; for capital cost allowance, Reg. Sch. Il 
¢* inclusions in, Reg. 1103 


deductible in computing income, 


* transfers between, Reg. 1103 
cost of money borrowed to acquire, 21(1) 
* election, 21(1) . 
deductions allowed, Reg. Part XI 
* in computing income from farming or fishing, Reg. 
Part XVII 
deemed, Reg. 1101(5g) 
* capital cost allowance, Reg. Sch. II:Cl. 36 
* separate classes, Reg. 1101(5g) 
deemed capital cost of, 13(7.4) 
deemed disposition/reacquisition 
* capital cost, deemed, 13(7)(f) 
¢ on death, 70(5) 
defined, 13(21) 
disposition of 
after ceasing business, 13(8) 
bad debt on, 20(4) 
capital gain on, 39(1)(a) 
on death 
° order of disposition, 70(14) 
° to child, 70(9) 
° to spouse, 70(6); ITAR 20(1.1) 
proceeds of disposition, defined, 13(21) 
recapture, up to original cost, 13(1) 
terminal loss, where no: property left in class, 20(16) 
divided use 
¢ — change in ratio of uses, 13(7)(d) 
¢ deemed cost/proceeds of income-producing part, 
13(7)(C) 
dividend in kind, ITAR 2011.4) 
election re 
e deemed, 44(4) 
exchanges of, 13(4) 
exclusions from classes, Reg. 1102 
first-year rule, Reg. 1100(2)+(2.4) 
half-year rule, Reg. 1100(2)-(2.4) 
manufacturing and processing business, acquired for 
e deemed capital cost of, 13(10) 
manufacturing and processing enterprises, 
1102(15), (16) 
misclassified, 13(6) 
prescribed class, of 
¢ transferred to corporation by shareholder, 85(1)(e), 
(e.1), (e.3), (e.4) 
proceeds of disposition of, 13(21) 
receipt of government grant, 13(7.1), (7.2) 
recreational property, Reg. 1102(17) 
replacement for, 13(4), (4.1) 
sale of, see disposition of (above) 
sale of mortgage, etc., 20(5), (5.1) 
separate classes, Reg. 1101 
transfer of 
non-resident insurer, by, 138(11.8) 
not at arm’s length, 13(7)(e), 13(21.2) 
on mutual fund rollover, 132.2(1)(d) 
pre-1972, not at arm’s length, ITAR 20(1.3) 
to corporation, rules, 85(1)(e), 85(5), (6.1) 
where u.c.c. exceeds fair market value, 13(21.2) 
uncollectible proceeds of disposition, 20(4)—(4.2) 
undepreciated capital cost, 13(21) 
Depreciation, see also Capital cost allowance 
¢ double, in lieu of, Reg. 1100(1)(d) 
* property acquired before 1972, ITAR 18 


e 
e 
e 
e 
e 
e 
e 
e 
e 
e@ 
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Deputy Minister’s powers, 220(1) 

Designated amount 

* of trust, in respect of capital gains, 104(21.2) 
Designated area 

¢ defined in Canadian Wheat Board Act, 76(5) 


Designated beneficiary 

¢ defined, 210 

¢ no deduction for income of trust paid to, 104(7) 

Designated benefit, see Registered retirement income 

fund: designated benefit 

Designated city 

* defined, Reg. 7304(1) 

Designated Class 34 and Class 43.1 income 

* defined, Reg. 1100(24) 

¢ limits deduction for specified energy property, Reg. 
1100(24) 

Designated contributor (in respect of a trust), see also 

Settlor (of trust) 

* application in definition of exempt beneficiary, 
104(5.4)(b)(@), (ai) 

* defined, 104(5.6), (5.7)(c) 

Designated corporation (re insurer) 

¢ defined, Reg. 2405(3) 

¢ loan by insurer to, 138(4.5) 

Designated cost (of offshore investment fund property) 

* application in calculation of tax, 94.1(1)(H() 

¢ defined, 94.1(2) 

Designated country, see also Designated treaty country 

° defined, Reg. 8006 


Designated educational institution 

° defined, 118.6(1) 

* registered educational savings plan, 146.1(1)“post-sec- 
ondary educational institution”’(a), 146.1(1)‘trust’(d) 


¢ student enrolled at, education credit, 118.6(2) 

Designated income, see Trust (or estate): designated in- 

come, tax on 

Designated insurance property 

e defined, 138(12), 248(1) 

Designated overburden removal cost, Reg. 1104(2), Reg. 

Sch. I:Cl"12(q) 

¢ defined, Reg. 1104(2) 

Designated person 

* benefit conferred on through corporation, 74.4(2) 

*¢ exceptions, 74.4(4), 74.5(5) 

*¢ special rules, 74.5(6)-(8) 

* benefit conferred on through trust, 74.3(1) 

* defined, 74.5(5) 

Designated property 

* capital dividend account, re 

*¢ gain on excluded from calculation, 89(1)“capital div- 

idend account’(a)(i)(C)(), 89(1)“capital dividend 
account’’(a)(1i)(C)(1) 

¢ defined, 89(1) 

Designated region, prescribed 

* credit for investment in, 127(9)“specified percent- 
age’(a)(1i)(B), 127(9)“specified percentage’(a)(vi), 
127(9)“specified percentage’’(e)(i)(B) 

* defined, Reg. 4607 

Designated shareholder 

* defined, Reg. 4901(2), (2.3) 


Designated treaty country, Reg. 5907(11), (11.1) 


Designated underground storage cost 

¢ defined, Reg. 1104(2) 

Designated value 

¢ defined, 206(1) 

Designation 

* to treat capital gain as forgiven amount, 80,03(7) 
Designation year (re capital gains of trust) 

¢ defined, 104(21.2) 

Determination, see also Assessment 

¢ Appropriations for Contingencies of a Bank, 26(4) 
¢ legal fees relating to, 56(1)(1), 60(0), 152(1.2) 

¢ Minister, by 

¢¢ general anti-avoidance rule application, 152(1.11) 
ee * Jasses, OF, Lozi lL) 


ioe binding on Minister and taxpayer, 152(1.3) 
eee following GAAR assessment, 152(1.11), (1.12) 


treated like an assessment, 152(1.2) 
ee that taxpayer’s chief source of income not farming, 
31(2) 

* notice of 

ee date deemed made, 244(14), (15) 

ee general anti-avoidance rule application, 152(1.11), 

245(6) 

e¢ losses, 152(1.1), 152(1.2) 

ee mailing date, 244(14) 

ee proof that not objected to, 244(10) 

*¢ provisions applicable to, 152(1.2) 

¢ partnership income or loss, 152(1.4)-(1.8) 

e* objection to, 165(1.15) 

* question, of, by Tax Court, 174 

¢ redetermination, 152(1.2) 

* tax consequences under general anti-avoidance rule, 
245(5) 

¢ time, defined, 110.6(1)“qualified small business corpo- 
ration share” 

¢ value of property, by Canadian Cultural Property Export 
Review Board, 118.1(10) 

Deuterium-enriched water 

¢ capital cost allowance, Reg. Sch. II:Cl. 26 

Development, see Canadian development expense; Scien- 

tific research and experimental development 

Devices 

¢ for hearing- or sight-impaired, business expense, 
20(1)(r) 

* medical, credit for, 118.2(2), Reg. 5700 

Diabetic 

¢ blood-sugar level measuring device, medical expense, 
Reg. 5700(s) 

Diagnostic procedures 

¢ medical expenses, 118.2(2)(0) 


Diamond 
¢ extraction of, 248(1)“mineral resource’’(d)(ii) 
Diapers (for incontinence), medical expense, 


118.2(2)G.1) 
Die, etc., capital cost allowance, Reg. Sch. I:Cl. 12(d) 
Diligence, see Due diligence 


Diplomat 

* Canadian, abroad 

ee deemed resident in Canada, 250(1)(c), 250(2) 

¢¢ reimbursement of allowance, non-taxable, 6(1)(b)(iii) 
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Diplomat (cont’d) 
* foreign, in Canada 


** exemption from tax, 149(1)(a), CaniadaeW; 5. Tax 
Convention Art. XXVIII 

Direct equity percentage, defined, 95(4) 

Directed person (debt forgiveness rules) 

* defined, 80(1), 80.04(1)' 

* eligible transferee, 80.04(2) | 

* obligations issued by, 80(14) 

Director, Director General 

* duties delegated to, 220(2.01), Reg. 900 

Director (of corporation) 

es. LOGS 

** income, 6(1)(c) 

¢¢ withholding tax, 153(1)(g) 

¢ liability of 


Bre Ae CPRRORA OR: S unremitted source withholdings, 


¢¢ for offence of corporation, 242 

Disability, see Mental or physical impairment 

Disability insurance 

¢ benefits under, income, 6(1)(f); ITAR 19 

* employer’s contribution not a taxable benefit, 6(1)(a)(i) 
* top-up contributions by employer, see Se policy 
Disability payments 

¢ military action, for 

°° exempt, 81(1)(e) 

Disability pension 


¢ CPP, see Canada Pension Plan/Quebec Pension Plan; 
disability pension 


¢ RCMP, exempt, 81(1)Q@) 

Disability policy 

e defined, 6(17) 

¢ top-up payments on insolvency of imsurer, r, 6(18) 

*¢ reimbursement to employer, 8(1)(n.1) 
Disability-related building modifications 

« deductible, 20(1)(qq) 

* medical expense credit, 118. 2(2)(1.2) 
Disability-related devices and equipment 

¢ deductible, 20(1)(rr) 

Disability-related employment benefits 

¢ when not included in income, 6(16) 

Disabled person, see Mental or physical impairment 
Disbursement excess 

¢ registered charity, of, carryforward, 149.1(20) 

ee defined, 149.1(21) 

Disbursement quota (of charity) 

° defined, 149.1(1), Reg. 3700-3702 

Disclaimer, defined, 248(9) 

Disclosure of information 

* by Revenue Canada, see Communication of information 
¢ to Revenue Canada, see Information return 

Discount, see Bond: discount 

Discounted bonds, see Bond: discount 

Discretion of Minister, see also Minister (of National 
Revenue) 

Discrimination, Canada—U.S. Tax Convention Art. XXV 


Dishonoured cheque, 162(11) [Repealed] 


Disposition day (for trust) 

¢ defined, 104(5.3), (5.8) 

Disposition of property 

* capital gain, 39(1)(a), 40(1) 

¢ child, to, 40(1.1) 

* deceased taxpayer, of, 70(5), 164(6) 
¢ deemed 

°° by trust, every 21 years, .104(4) 


*¢ mark-to-market property, by financial institution, 
142.5(2) 


*¢ on becoming a financial institution, 142.6(1)(b) 

** on ceasing to be a financial institution, 142.6(1)(c) 

** on ceasing to be resident, 128.1(4)(b) 

ee on death, 70(5)—(10) 

** on gift, 69(1)(b)(ii) 

*¢* specified debt obligation that was inventory of finan- 
cial institution, 142.6(4)(a) 


* ¢ where’ spousal trust distributes property to other per- 
son, 107(4) 


¢ deemed contribution of capital, where, 53(1.1) 

¢ deferral of tax on, see Rollover 

¢ defined, 13(21), 54“‘disposition” 

¢ depreciable, see Depreciable property 

¢ income interest in trust, 106(2) 

* involuntary, election re, 13(4) 

ee deemed, 44(4) 

¢ land used in farming business of partnership, 101 

¢ loss on, see Loss(es); Stop-loss rules 

* non-resident, by, 116(1)+(4) » 

ee certificate, 116(2))’ 

ee notice, 116(3) 

ee where tax deferred under tax treaty, 115.1 

* partnership, on ceasing to exist, 98 

¢ personal-use 

ee¢ capital loss nil, 40(2)(@) (iii) 

¢ principal residence, see’ Principal residence 

¢ proceeds of, see Proceeds of disposition 

* purchaser corporation controlling or controlled by tax- 
payer, 40(2)(a)(i) 

*. specified person to benefit from subsequent disposition 

*e¢ anti-avoidance rule, 69(11) 

eee application on winding-up, 88(1) 

* subsequent to debt forgiveness, 80.03(2) 

* together with services, allocation rule, 68 

e trust, to 

* «capital loss nil,’40(2)(g)(iv) 

Dispute, taxes in 

¢ whether taxpayer required to remit, 164(1.1)(d), 225.1 

Dissolution, see Winding-up 

Distance education 

* education credit, full-time student, 118.6(2)B 

Distress preferred share, 80.02 

° constitutes commercial obligation, 80(1)“commercial 
obligation” 

* constitutes excluded security, 80(1)“excluded security” 

¢ defined, 80(1) 


¢ disposition of following debt forgiveness, no deemed 
capital gain, 80. yo) 


¢ settled 
**¢ effect of, where subsidiary wound up. into parent, 
80.01(5) 


** meaning of, 80.02(2)(c), 80.02(7)(a) 
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Deion preferred share (cont'd) 
share ceasing to be, 80.02(7) 


¢ substituted for debt, 80.02(3) 

* substituted for other distress preferred share, 80.02(5) 
* substitution of commercial debt obligation for, 80.02(4) 
* substitution of other share for, 80.02(6) 

Distributing corporation 

* defined, 55(1)‘“distribution” 

Distribution 

¢ for butterfly purposes, defined, 55(1) 

* of dividends or profits 

deduction for interest costs, 20.1, 20.2 

defined, 20.1(8)(b) 

° a property by non-resident trust, reporting requirement, 


* on winding-up, 84(2), (6) 

* tax, see Corporate distributions tax 

Distribution year 

* defined, 20.1(1) 

Distributor 

° defined, 20.1(1), 20.2¢1) 

Dividend 

° capital, see Capital dividend 

* capital gains dividend 

mutual fund corporation, election, 131(1)-(1.4) 

* deemed, 84 

added to cost base of share, 53(1)(b) 

guaranteed share, on, 84(4.3) 

interest on income bond, 15(3) 
non-resident corporation, 15(4) 

on disposition of share of foreign affiliate, 93(1) 

redemption of share, 84(3) 

reduction of paid-up capital, on, 84(4), (4.1) 

term preferred share, on, 84(4.2), 258(2) 

¢ deemed not received, 55(2)-(5) 

¢ deemed paid 

*¢ deemed payable when, 84(7) 

where not deemed received, 84(8) 

* deemed proceeds of GISeA SEE of share, or capital gain, 
55(2)—(3) 

* deemed received where attribution rules apply, 82(2) 

*¢ where not applicable, 84(8) 

¢ defined, 248(1) 

for stop-loss rules, 112(6)(a) 


for treaty purposes, Canada—U.S. Tax Convention 
Art.X:3 


* election re 

excessive, 184(3), (3.1)—-(5)- 

* employees profit sharing plan, allocation by, 144(8) 

¢ excluded from tax under Part VI.1, 191(1) 

* exempt, on share of foreign affiliate, 93(3) 

* foreign affiliate, from, 20(13),.95(1), 113(1), Reg. 5900 


* foreign business corporation, from, received by non-res- 
ident, 213 


* guarantee agreement re 
no deduction, 112(2.2) 

in kind 
oc COBOL Le | 
¢ depreciable property as, ITAR 20(1.4) 

includes stock dividend, 248(1) 

income, 12(1)Q), (k), 82(1), 90 
* whether specified investment business, 125(7)“speci- 


ee 


e e e e e e e e e e e e e e e e e e e e e e 
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fied investment business” 
insurance corporation 

* to policyholders, 140(1) 
life insurance policy, 148(2) 
money borrowed to pay, 20.1, 20.2 
mortgage investment corporation, from. 

e deemed bond interest, 130.1(2), (3) 
non-resident corporation, from, 90 
non-resident-owned investment corporation 

¢ election re, 133(7.1)-(7.3) 
non-taxable 

¢ portion not included in beneficiary’s income 

ee mutual fund trust, 132(3) 

* received by trust 

ee designation re, 104(20) 
ownership certificate required, 234 
paid 

¢ in excess of elective amount, tax on, 184 

¢ out of exempt surplus, 113(4) 

¢ private corporation, by, 83(2) 

public corporation, by, 83(1) 
to non-resident 

° foreign business corporation, by, 213 

° tax on, 212(2) 

° United States resident, Canada—U.S. Tax Conven- 

tion Art. X 

patronage, see Patronage dividends 

qualifying 

¢ defined, 83(6) 

e  late-filed election, 83(3)-(5) 

¢ payment of, 83(1) 
received 

amount included in income, 82(1), 90 

by broker/dealer, withholding tax, 153(4), (5) 

by corporation 

deduction from income, 112(1), (2) 
stop-loss rules, 112(2.1)=(2.9) 

by financial institution, 112(5)-(5.2) 

by prescribed venture capital corporation, deemed 

not taxable dividend, 186.2 

¢ by spouse, transfer of, 82(3) 

¢ by trust, allocation to beneficiary, 104(19), (20) 
refund, see Dividend refund 
rental arrangement, see Dividend rental arrangement 
short-term preferred share, 112(2.3) 
simultaneous, 89(3) 

* non-resident-owned investment.corporation, 133(7.2) 

stock, see also 248(1)“dividend”’ 

amount of, 95(7), 248(1)“amount” 

cost of, 52(3) 

deemed to be substituted property, 248(5)(b) 
defined, 248(1) 

excluded from deemed dividend, saa 1)(a) 
paid as benefit, 15(1.1) 

“stop-loss” rule, 112(3), (3.1), (3.2), (4), (4.2), (4.3), (7) 

stripping, see Surplus stripping 

tax credit, 121 

taxable 

allocation of, by Sedit union, 137(5.1), (5.2) 
amalgamation, on, 87(2)(x) 
deduction from tax otherwise payable, 121 


defined, 89(1)“taxable dividend” 112(6)(a), (12907), 
248(1) 
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Dividend ( cont'd) 
** non-resident-owned investment corporation, of, 
133(8)“taxable dividend” 


*¢ received by private corporation, tax on, 186 

*¢ — received by trust, designation re, 104(19) 

* taxable corporation, from 

ee life insurer, received by, 138(6) 

* term preferred shares, on 

°° received by specified financial institution, 112(2.1) 

* unclaimed at year-end 

*¢ withholding tax, 153(4) 

eee effect of remittance, 153(5) 

Dividend payer 

* defined, for capital gains stripping rules, 55(3)(a)(iii)(A) 

Dividend recipient iy: 

¢ defined, for capital gains stripping rules, 55(3) 

Dividend refund, 

hand 

¢ defined, 129(1) 

¢ interest on, 129(2.1), (2.2) 

* mutual fund corporation, to, 131(5) 

* private corporation, to, 129 

¢* application to other liability, 129(2) 

ee dividends deemed not to be taxable dividends, 
129(1.2) 

Dividend rental arrangement, see also Securities lending 

arrangements 

¢ defined, 248(1) 

* -gross-up and credit denied, 82(1)(a)(i), 82(1)(b) 

e intercorporate dividend deduction denied, 112(2.3) 

¢ no deduction for dividends received under, 112(2.3) 

Dividend stripping, see Surplus stripping 

Dividend tax 

e refundable, see Refundable dividend tax on hand 

Dividend tax credit, 121 

Division of property, see Partition of property 

Divisive reorganization, 55(1), 55(3)(b) 

Divorce and separation 


¢ alimony, maintenance or support, see Support payments 
(spousal or child) 


* attribution rules do not apply 

ee generally, 74.5(3) 

ee RRSP withdrawals, 146(8.3) 

* common-law relationships, 252(4) 

* reimbursement of legal expenses, not taxable, 56(1)(1.1) 

* separation agreement defined, 248(1) 

e transfer of RPP funds to spouse’s RPP, RRSP or RRIF, 
147.3(5) 

¢ transfer of RRIF funds to spouse’s RRSP or RRIF, 
146.3(14) 

¢ transfer of RRSP funds to spouse’s RRSP or RRIF, 
146(16)(b) 

Dock 

* capital cost allowance, Reg. Sch. If:Cl. 3 

ee for mine, Reg. Sch. II:Cl. 10() 

Documentary production 

* whether qualifies for Canadian film/video tax credit, 
Reg. 1106(6) 

Documents, see also Books. and records 

e demand for, 231.2(1)(b) 

* examination of, where privilege claimed, 232(3.1)-(7) 


see also Refundable dividend tax on 


* execution of, by corporations, 236 

* foreign-based, 143.2(13), (14), 231.6 

° proof of; 244(9), (13) 

* requirement to provide, 231.2 

*¢ compliance, 231.5(2) 

* seized 

*¢ copies of, 231.5 

* seizure of, 231.3(5)-(8) 

e¢ where privilege claimed, 232(3), (4)-(7) 
* waiver of requirement to file, 220(3.1) 
Dog, see Guide dog expenses; Animal 


Dollar amounts in legislation and regulations 

¢ $0.09/km car salesperson operating expenses benefit 
before 1996, Reg. 7305.1(2) 

¢ $0.10/km car salesperson operating expenses benefit ef- 
fective 1996, Reg. 7305.1(2) 

¢ $0.12/km car operating expenses benefit before 1996, 
Reg. 7305.1(1) 

¢ $0.13/km car operating expenses benefit effective 1996, 
Reg. 7305.1(1) 

¢ $0.31 and $0.25 per km car allowances before 1996, 
Reg. 7306 

¢ $0.33 and $0.27 per km car allowances effective 1996, 

Reg. 7306 

¢ $0.35 and $0.29 per km car allowances in territories 
before 1996, Reg. 7306, | 

¢ $0.37 and $0.31 per km car allowances in territories ef- 
fective 1996, Reg. 7306 

e o plow which refund interest not payable, 164(3), 

2) 

e $1 per acre maximum deduction for payments on explo- 
ration and drilling rights acquired before April 11/62, 
ITAR 29(13) 

¢ $2.50 per hectare of certain resource royalties not taxa- 
ble, is deductible, Reg. 1211(d)(i) 

¢ $3.75 per.day residing in prescribed intermediate zone, 
deduction, 110.7(1)(b)Gi)(A), 110.7(2) 

¢ $7.50 per day maintaining household in prescribed inter- 
mediate zone, deduction, 110.7(1)(b)(ii), 110.7(2) 

¢ $7.50 per day residing in prescribed northern zone, de- 
duction, 110.7(1)(b)(i1)(A) 

¢ $10 below which child tax benefit payment postponed to 
later month, 122.61(2) 

¢ $10 per day penalty for trustee/receiver failing to file re- 
turn, 162(3) 

¢ $13.60 per month (federal) education credit before 1996, 
118.6(2) 

¢ $15 per day maintaining household in prescribed north- 
ern zone, deduction, 110.7(1)(b)(ii) 

¢ $17 per. month (federal) education credit after 1995, 
118.6(2) 

¢ $25 below. which no instalment interest payable, 
161(2.1) 

*. $25 per day penalty for failing to comply with obliga- 
tion, 162(7), (7.1) 

¢ $50 maximum penalty for trustee/receiver failing to file 
return, 162(3) 

¢, $50 penalty for actions re ownership certificate, 162(4) 

* $50 per day of conference expenses deemed paid for 
meals/entertainment, 67.1(3) 

¢ $60 per week, certain child care expenses per child over 
7 (pre-1992), 63(2)(b)(i1) 

¢ $80 per month amount for education credit before 1996, 
118,6(2) 

¢ $90 per week, certain child care expenses for child over 
7, 63(2)(b)(ii),. 63(2.3)(c)B, 63(3)“child care 
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Dollar amounts in legislation and regulations (cont’d) 
expense’ (c)(ii) 

¢ $100 minimum fees for tuition credit, 118.5(1)(a), (c) 

¢ $100 minimum penalty for failing to comply with obli- 


gation, 162(7), (7.1) P 
* $100 minimum penalty for false statement or omission, 

163(2) . 
* $100 minimum penalty for issuer extending RRSP ad- 


vantage, 146(13.1)(b) i 
* $100 minimum penalty for late renunciation, 66(12.75) 


* $100 optional CCA deduction for timber limit or right to 
cut timber, Reg. Sch. VI:4 

* $100 penalty for failing to provide SIN or information 
on a form, 162(5), (6) 

¢ $100 per month amount for eduction credit after 1995, 
118.6(2) 

¢ $100 per month penalty for late designation, 66(14.5) 

¢ $100 per month penalty for late-filed elections, 85(8), 
93(6), 96(6), 220(3.5) 

¢ $100 per partner per month penalty for failing to file 
partnership information return, 162(8) 

¢ $100 political contribution for 75% credit, 127(3)(a) 

° eatin es for withholding on patronage dividends, 

¢ $100 under which GST credit paid in one lump sum, 
122.5(5)(b) 

¢ $120 per week, certain child care expenses per child 
under 7 or disabled (pre-1992), 63(2)(b)() 

* $150 per week, certain child care expenses per child 
under 7 or disabled, 63(2)(b)G), 63(2.3)(c)A, 
63(3)“child care expense”(c)(1) 

* $170 credit to offset pension income, 118(3) 

¢ $190 (indexed after 1990) GST credit, 122.5(3) 

* $200 below which tool, utensil or medical/dental instru- 
ment fully deductible, Reg. Sch. II:Cl. 12(c), Sch. If:Cl. 
12(e), Sch. I:Cl. 12(i) 

¢ $200 foreign currency gain or loss ignored for individ- 
ual, 39(2) 

¢ $200 maximum charitable donations for low- rate credit, 
118.1(3) 

¢ $200 work of art deemed not depreciable property, Reg. 
1102(1)(e)@) 

* $215 per square metre hand-woven carpet deemed not 
depreciable property, Reg. 1102(1)(e)(ii) 

* $250 maximum charitable donations for low-rate credit 
[pre-1994], 118.1(3) 

¢ $250 per month interest deductibility limit for automo- 


bile (purchased June 8/87—Aug./89), 67.2 . 
¢ $250 teachers’ exchange fund contribution deductible, 
8(1)(d) . 


¢ $290 (indexed after 1990) GST credit for head of house- ° 
hold, 122.5(3) 


¢ $300 contribution to RPP in 1944-45, income from RPP ° 
reduced, 57(4) 

¢ $300 minimum CPP/QPP disability benefits, allocated ° 
to prior year, 56(8) 

¢ $300 per month interest deductibility limit for automo- * 


bile, 672, Reg. 7307(2) ° 
* $500 exemption for scholarship, bursary or prize in- 

come, 56(1)(n) e 
* $500 (indexed after 1988) income threshold for depen- 


dent spouse, 117.1(2), 118(1)B(a), (b) ° 
* $500 maximum fine for issuing debt with interest cou- 

pons lacking “AX” or “F” marking, 240 ° 
¢ $500 maximum political contribution credit, 127(3)(c) 


¢ $500 minimum holding (each) of shares by non-insiders = * 
for corporation to be designated public or trust to be mu- 
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tual fund trust, Reg. 4800(1)(b)(iv), 4800(2)(b)(iv); 
4801, 4803(3), (4) 


$500 minimum penalty re tax shelter identification num- 
ber, 162(9), 237.1(7.4) 


$500 per month minimum penalty for late-filed R&D 
non-profit corporation return, 149(7.1)A(a) 


$500 per month penalty for failure to provide foreign- 
based information, 162(10) 

$500 per month penalty for late-filed elections, 83(4), 
131(1.3), 184(5) 

$500 threshold below which no penalty for failure to re- 
mit withholdings, 227(9.1) 

$500 volunteer firemen’s allowance non-taxable, 
6(1)(b)(viii) 

$500. working income supplement to Child Tax Benefit 
before July 1997, 122.61(1)A(c)C 

$525 maximum labour-sponsored funds tax credit, 
127.4(5)(a) 

$550 political contribution cutoff for 50% credit on ex- 
cess over $100, 127(3)(b) 


$600 maximum contribution to Saskatchewan Pension 
Plan, Reg. 7800(2) 

$600 maximum transfer of unused tuition/education 
credits, 118.8, 118.9(1) 

$600 minimum RRSP contribution (pension credit off- 
set): Wéffective:< 1997, Res. 8301(6)." -. 8309, 
8503(4)(a)(i)(B) 

$600 per month leasing cost limit for automobile (lease 
entered into June 18/87—Aug. 31/89), 67.3 

$625 monthly threshold for OAS benefits withholding, 
180.2(4)(a)(i1) 

$650 per month leasing cost limit for automobile, 67.3, 
Reg. 7307(3) 

$700 maximum labour-sponsored funds tax credit (pre- 
1992, post-1995), 127.4(2) 

$1,000 antique furniture or object deemed not deprecia- 
ble property, Reg. 1102(1)(e)(iv) 

$1,000 artists’ employment expenses deductible, 8(1)(q) 
$1,000 instalment interest threshold below which no 
penalty applies, 163.1(b) 

$1,000 maximum labour-sponsored funds. tax credit 
1993-1995, 127.4(2) 

$1,000 minimum ACB and proceeds of personal-use 
property, 46 

$1,000 minimum cost for electronic equipment to be in 
separate class, Reg. 1101(Sp) 

$1,000 minimum fine for offence, 238(1)(a) 

$1,000 minimum RRSP contribution (pension credit off- 
set), Reg. 8301(6), 8309, 8503(4)(a)(i)(B) 

$1,000 pension income, credit to offset, 118(3) 


$1,000 per month penalty for failing to provide foreign- 
based information, 162(10) 

$1,000 per year gain on farm that is principal residence, 
election to exempt, 40(2)(c)(ii) 

$1,000 threshold below which no instalments required, 
156.1(1), 157(2.1) 

$1,020 Child Tax Benefit, 122.61(1) 

$1,150 maximum political contribution for credit, 
127(3)(c) 

$1,200 deduction for income from pre-1940 annuities, 
58(2), (3) 

$1,200 tax gap above which instalments due by Quebec 
residents, 156.1(1) 


$1,500 (indexed after 1988) threshold for medical ex- 
pense credits for high-income taxpayers, 118.2(1)C 


$1,500 maximum annual RESP contributions before 
1996, 146.1(2)(k), 204.9(1)“excess amount’’(a) 
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Dollar amounts in legislation and regulations (cont'd) 

* $1,500 per year of employment before 1989, additional °¢ 
retiring allowance transferred to RRSP, 60G.1)@i)(B) 

* $1,722.22 defined benefit limit before 1IQO96Rege °* 
8500(1)“‘defined benefit limit’(a) 

* $2,000 child care expenses per child over -195 ‘ 
BUNOMB) 4 O00 ¢ 

* $2,000 deduction from income of dining or recreational ° 
club, 149(5)(f)(i) 

* $2,000 maximum annual RESP contributions effective 
1996, 146.1(2)(k), 204.9(1)“excess amount’(a) 

* $2,000 per year of employment before 1996, retiring al- 
lowance transferred to RRSP, 60G.1)Gi)(A) . 

* $2.000 pre-1986 capital loss balance deductible against 
any income, 111(1.1)(b)(i) 

* $2,000 RRSP overcontribution room, 204.2(1.1)(b)C ° 

* $2,000 tax gap above which instalments due, 155(1), 
156.1(1) ! ° 

* $2,500 inventory adjustment for farmers in loss years 
(1994-95), 28(1)(c) 

¢ $2,500 maximum penalty for failing to comply with ob- ° 
ligation, 162(7), (7.1) 

* $2,500 minimum penalty for false statement in return re * 
distribution from foreign trust, 163(2.4)(e i) 

* $2,500 restricted farm loss fully deductible, 31(1) . 

* $3,000 child care’ expenses per child’ over 7; * 
63(1)(e)(i1)(B) 

¢ $3,500 deduction for refunds of past» service AVCs, ° 
60.2(1)(b) . 

* $3,500 maximum employee’s RPP contribution (pre- » 
1991), 8(1)(m), (m-1), 8(6), Reg: 8301(10) 

* $3,500 maximum employee’s RPP contribution for pre-e 
1990 service, 147.2(4)(b), (c) 

¢ $3,500 maximum employer RPP contribution (pre- 
1991), 20(1)(q), 20(22), 147(8) 

¢ $3,500 maximum purchase for labour-sponsored funds 
tax credit (pre-1992, post-1995), 127.4(2), Reg. 6706 . 

¢ $3,500 maximum purchase for labour-sponsored funds 
tax credit effective March 6/96, 127.4(5)(a), 127.4(6)(a), se 
Reg. 6706(4) 

* $3,500 per year of employment, retiring allowance . 
transferred to RRSP, 60(.1)@i) 

* $4,000 child care expenses per child under 7 or disabled. 
(pre-1992), 63(1)(e)(i1)(A) 

¢ $4,000 maximum annual RESP contributions effective . 
1997, 146.1(2)(k), 204.9(1)“excess amount’’(a) 

¢ $5,000 and under non-periodic payment, withholding re- 


quirement, Reg. 103(1), (4)(a) z 
¢ $5,000 attendant care deduction or credit for disabled 
person, 64(c), 118.2(2)(b.1) . 
¢ $5,000 child care expenses per child under 7 or disabled, 
63(1)(€)Gi)(A) P 
¢ $5,000 deduction for income from pre-1932 annuities, 
58(1) ° 


¢ $5,000 income threshold to be deemed not financially 
dependent on annuitant, 146(1)“refund of premiums” 

e $5,000 independent personal services income across « 
U.S. border, maximum 10% withholding, Canada—U.S. 
Tax Convention Art. XVII.1 

¢ $5,000 (indexed after 1988) amount for dependent e 
spouse, 117.1(1)(a), 118(1)B(a), (b) 

« $5,000 inventory adjustment for farmers in loss years 
(1993-94), 28(1)(c) 

* $5,000 maximum fine for communicating confidential 
information or SIN, 239(2.2), (2.21), (2.3) 

¢ $5,000 maximum gain or loss from obligation, not to bee 
specified debt obligation, Reg. 9202(4)(c) 

¢ $5,000 maximum purchase for labour-sponsored funds 
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tax credit 1993-1995, 127.4(2), Reg. 6706 

$5,000 maximum purchase for labour-sponsored funds 
tax credit before March 6/96, 127.4(2), Reg 6706(4) 
$5,000 minimum FAPI for participating percentage cal- 
culation, 95(1)“participating percentage” 

$5,000 per month base for tax on excess foreign prop- 
erty holdings, 206(2.01) 

$5,500 threshold for penalty tax on overcontributions to 
RRSP/DPSP (pre-1991), 204.2(1)(b)(iv), 204.2(4)(a) (iii) 
$6,000 (indexed after 1988) amount for personal credit, 
117.1(1)(a), 118C1)B(a)“e) 

$6,000 (indexed after 1988) notch provision for depen- 
dant’s medical expenses,’ 117(7), 117.1(1)(b) 

$6,000 transfer of pension/DPSP payments to spouse’s 
RRSP (until 1994), 60G.2)(ii)(A) 

$6,000 transitional extra RRSP overcontribution room, 
204.2(1.5)(a) 

$7,000 maximum federal tax at issue for Tax Court of 
Canada informal procedure before September 1993, Tax 
Court of Canada Act s. 18 

$7,500 inventory adjustment for farmers in loss years 
(1992-93), 28(1)(c) 

$8,000 limitation on RPP past service benefits, Reg. 
8307(2)(b) 

$8,000 maximum penalty for late designation, 66(14.5) 
$8,000 maximum penalty for late-filed elections, 85(8), 
93(6), 96(6), 220(3.5) 

$8,000 RRSP overcontribution room, 204.2(1.1)(b)M 
$8,750 maximum restricted farm loss deduction, 31(1) 
$10,000 attendant care deduction for disabled person in 
year of death, 118.2(2)(b.1) 

$10,000 denominator for reduced small business deduc- 
tion for large corporations, 125(5.1) 

$10,000 employment income of Canadian resident from 
U.S. or U.S. resident from Canada not taxable, Can- 
ada—U.S. Tax Convention Art. XV:2(a) 

$10,000 income below which no instalments required 
for co-op or credit union, 157(2)(c) 

$10,000 inventory adjustment for farmers in loss years 
(199|-92), 28(1)(c) 

$10,000 minimum small business bond, 15.2(3)“qualify- 
ing debt obligation’’(a) 

$10,000 minimum small business development bond, 
15.1(3)“qualifying debt obligation’ (a) 

$10,000 over which capital addition to building owned 
since 1971 by credit union deemed separate building, 
ITAR 58(1)(c)@) 

$10,000 revenue over which non-profit organization 
must file information return, 149(12) 

$10,000 tax-free payment by employer to spouse on 
death, 248(1)“death benefit” 

$11,500 denominator for reduced small business deduc- 
tion for large corporations, 125(5.1) 

$11,500 RRSP. contribution limit for 1991, 
146(1)“RRSP deduction limit” 147.1(1)“money 
purchase limit” 

$12,000 maximum federal tax at issue for Tax Court of 
Canada informal procedure after August 1993, Tax 
Court of Canada Act s. 18 

$12,000 maximum penalty for failure to provide for- 
eign-based information, 162(10) 

$12,500 basic federal tax threshold for high-income sur- 
tax, 180.1(1)(6) 

$12,500 inventory adjustment for farmers in loss years 
(1990-91), 28(1)(c) 

$12,500 RRSP contribution limit for 1992-93, 
146(1)“RRSP deduction limit” 147.1(1)“money 
purchase limit” 
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Dollar amounts in legislation and regulations (cont’d) 

¢ $13,500 RRSP contribution limit for 1994 and ° 
1996-2003, 146(1)“RRSP dollar limit”, 
147.1(1)“money purchase limit” ° 

¢ $14,500 RRSP contribution limit for 1995, 
146(1)“RRSP deduction limit” 147.1(1)“money 
purchase limit” ° 

¢ $15,000 athlete/entertainer income of Canadian resident 
from U.S. or U.S. resident from Canada not taxable, 
Canada—U.S. Tax Convention Art. XVI:1 a 

* $15,000 basis for additional CCA for grain-drying ma- 
chinery, Reg. 1100(1)(sb)Gv)(B) 

* $15,000 cutoff for lump sum payment, withholding re- 
quirements, Reg. 103(4)(b), (c) 

¢ $15,000 maximum contributions to eligible funeral ar- 
rangement for funeral services, 148.1(1)“eligible funeral 
arrangement’’(b)(i) : 

¢ $15,000 maximum late filing penalty, 66(12.75) 

¢ $15,000 monthly employer withholdings, remittance e 
dates, Reg. 108(1.1)(a) 

¢ $15,500 pension adjustment limitation, Reg. ° 
8509(12)(a)(it) 

¢ $15,500 RRSP contribution limit for 2004, . 
146(1)“RRSP deduction limit” 147.1(1)“money 
purchase limit” 

* $20,000 automobile cost cap (purchased June 
18/87—Aug. 31/89), 13(2), 13(7)(g), (h), 20(4), (16.1), 
67.2-67.4, 85(1)(e.4), Reg. 1101(laf), Reg. Sch. II:Cl. 
10.1 . 

¢ $20,000 maximum contributions to eligible funeral ar- 
rangement for cemetery care, 148.1(1)“eligible funeral 
arrangement’’(b)(1i) 

¢ $20,000 maximum RRSP withdrawal for Home Buyers’ : 
Plan, 146.01(1)“eligible amount’’(e) 

° $23,529 maximum base for leasing costs of automobile 
(leased June 18/87—Aug./89), 67.3(d) 

* $24,000 automobile cost cap, 13(2), 13(7)(g), (h), 20(4),  ° 
(16.1), 67.2-67.4, 85(1)(e.4), Reg. 1101(laf), 7307(1), 
Reg. Sch. Cl TO 2 

¢ $24,000 basic annual ITC limit for individuals, 
127(9)“annual investment tax credit limit” 

¢ $24,000 maximum penalty for failure to provide for- 
eign-based information after demand, 162(10) 

¢ $24,000 minimum penalty for false statement in returns 
re transactions with non-residents and foreign proper- 


ties, 163(2.4) ° 
¢ $24,000 per partner maximum penalty for failing to file 
partnership information return, 162(8) ° 


° $25,000 below which arm’s length investment in small 
business permitted by RRSP, Reg. 4901(2)“connected 
shareholder’ 

¢ $25,000 below which leasing property rules do not ap- 
ply, Reg. 1100(1.11)(c),. 1100(1.13)(c), 1100(1.14), 
8200(b) 3 

¢ $25,000 home relocation loan, interest deduction ° 
equivalent to, 110(1)q) 

¢ $25,000 maximum fine for offence, 238(1)(a) ° 

¢ $25,000 maximum investment in small business by 
specified shareholder’s RRSP, Reg. 4901(2)“designated 
shareholder’ (a) 

* $25,000 minimum depreciable property cost for pre- -July ° 
1988 approved project, 127(9)‘approved project” 

* $25,921 income threshold for full GST credit and Child ° 
Tax Benefit, 122.5(3)(f(ii), 122.61(1)B 

* $27,500 (indexed after 1988) lowest tax bracket cutoff,  °¢ 
117(2), 117.1€1)(b) 

¢ $28,235 maximum base for leasing costs of automobile, ° 
67.3(d), Reg. 7307(4) 

¢ $30,000 maximum UI premium tax credit for small bus- * 
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iness, 126.1 

$31,500 maximum RESP contributions for one benefici- 
ary before 1996, 204.9(1)“excess amount’(b) 

$35,000 maximum contributions to eligible funeral ar- 
rangement, 148.1(1)“eligible funeral 
arrangement ’(b)(iii) 

$40,000 basic exemption from minimum tax, 127.53 
eparan income threshold for debt forgiveness reserve, 
$42,000 maximum RESP contributions per beneficiary 
effective 1996, 146.1(2)(h), (k), 204.9(1)“excess 
amount’’(b) 

$50,000 cost of building, separate CCA class for, Reg. 
1101(1ac), (lad), (Sb) 

$50,000 (indexed after 1988) income threshold for med- 
ical expense credits below 3% of income, 118.2(1)C 
$50,000 (indexed after 1988) income threshold for OAS 
and family allowance clawback, 180.2(2)A(b) 

$50,000. monthly employer withholdings, remittance 
dates, Reg. 108(1.1)(a) 

$50,000 monthly employer withholdings, requirement to 
remit through financial institution, Reg. 110 

$55,000 (indexed after 1988) high tax bracket cutoff, 
117(2), 117.101)(b) 

$75,000 capital gains deduction, 110.6(3) 

$80,000 income eligible for overseas employment tax 
credit, 122.3(1)(c) 

$84,000 maximum RESP contributions per beneficiary 
effective 1997, 146.1(2)(h), (k), 204.9(1)“excess 
amount’’(b) 

$100,000 capital gains exemption, 110.6(3) 

$100,000 foreign assets, reporting requirement, 
233.3(1)“reporting entity” 

$100,000 maximum cost of addition to pre-1979 build- 
ing, Reg. Sch. II:Cl. 6(k) 

$200,000 active business income limit for small manu- 
facturers’ M&P calculation, Reg. 5201(b) 

$200,000 active business income of CCPC taxed at low 
rate, 125(1)(c), 125(2)-(5), 125(7)“specified partnership 
income’ A(b)M() 

$200,000 assets over which non-profit organization 
must file information return, 149(12) 

$200,000 income limit for enhanced R&D investment 
tax credit, 127(10.2) 

$250,000 service expenses in Canada for foreign prop- 
erty rules, 206(1.1)(d)(iii)(C), (D) 

$375,000 capital gains deduction for qualified farm 
property, 110.6(2)(a), 110.6(12)(c) 

$375,000 capital gains deduction for qualified small 
business corporation shares, 110.6(2.1)(a), 110.6(12)(c) 
$400,000 additional capital gains exemption for quali- 
fied farm property and small business corporation 
shares, 110.6(2)(a), 110.6(2.1)(a), 110.6(3), (4) 
$400,000 phase-out limit for enhanced R&D investment 
tax credit, 127(10.2)A(b) 

$500,000 capital gains exemption for qualified farm 
property, 110.6(2)(a) 

$500,000 capital gains exemption for qualified small 
business corporation shares, 110.6(2.1)(a) 

$500,000 dividend allowance for Part VI.1 tax (pre- 
ferred share dividends), 191.1(2)(a), 191.1(4)(a) 
$500,000 exemption from earnings subject to branch 
tax, Canada-U.S. tax treaty Art. X:6(d) 

$500,000 maximum cost of addition to pre-1988 build- 
ing, Reg. Sch. II:Cl. 3(k)(iv) 

$500,000. maximum small business bond, 15.2(3)*quali- 
fying debt obligation’’(a) 

$500,000 maximum small business development bond, 
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Dollar amounts in legislation and regulations (cont’d) 


15.1(3)“qualifying debt obligation’’(a) 


$1,000,000 base level’ deduction for seas tes Flisdtless 
corporation, 18(2.2)—(2.4) =~ 


$1,00,000 Canadian develipateat expenses renounced to 
flow- -through shareholder as Canadian exploration ex- 
penses after March 5, 1996, 66(12. 602)(c) | 
$1,000,000 over which depreciable property, is not, “ex- 
empt property’, Reg. 1100(1.13)(a)@) 
$1,000,000 previous. year’s dividends paid on. taxable 
referred shares reduces dividend allowance, 
191.1(2)(b), 191.1(4)(b) 
$2,000,000 Canadian development. expenses rennuinced 
to flow- -through shareholder.as Canadian exploration ex- 
penses before March 6, 1996, 66(12.602)(c) 
$2,000,000 expenditure limit for higher investment tax 
credit, 127(10.2)—(10.4) 


$2,500,000 calculation for term insurance component of 
life insurer, for investment. income tax, Reg. 
1900(6)D(a) : 
$5,000,000 expected drilling’expenses for “well; 
66.1(6)“Canadian exploration expense’’(d)(iv)(A) 
$5,000,000 maxium cost-of segregated fund, exclusion 
from financial institution rules, Reg. 9000(b) 
$5,000,000 threshold amount for oil and: gas: well, Reg. 
1207(3), 4608(7), (8) : 
$10,000,000 capital allowance threshold. for life insur- 
ance corporation, 190.16(1)(a), 190. 16(2)(a), 
190.16(3)(e) 
$10,000,000 capital deduction for Large Corporations 
Tax, 181. 1(1)(b), 181.5) 
$10,000,000 cost of BIDE HH, election for separate class, 
Reg. 1101(5i) 
$10,000,000. maximum investment for one corporation 
by LSVCC_ before Feb. 19/97, shih Serligiole 
investment’’(e) 
$10, 000,000. maximum investment in corporation to be 
“small business security” for qualified Inve SIMEHS, Bee 
5100(2)(e) 
$10,000,000 minimum outstanding Gone for eel 
bonds to be qualified investments, Reg. 4900(1)()(iii) 
$15,000,000 maximum investment for one corporation 
by L SVCC effective Feb. 19/97, 204. 8“eligible 
investment’’(e) 
$15,000,000 maximum taxable capital of corporation 
that renounces Canadian development expense to flow- 
through shareholder as Canadian exploration expense, 
66(12.601)(a.1) 
$25,000,000 minimum corporate capital for bonds to be 
qualified investments, Reg. 4900(1)G)Gi1)(A) 
$35,000,000 asset limit for corporation to be “small bus- 
iness security” for qualified loves naaee Reg. 
5100(2)(f) [former version] 
$35,000,000 asset limit for, eligible rene entity for 
LSVCC (pre-1992), 204.8“eligible investment’’(f), Reg. 
5100(2.1)(b) 
$50,000,000 asset limit for corporation to: be “small bus- 
iness security” for qualified investments, Reg. 
5100(2)(f) 
$50,000,000 asset limit for eligible business entity for 
LSVCC, 204.8“eligible investment”(f) 
$50,000,000 asset limit for qualified small business cor- 
poration (share not mark-to-market property), Reg. 
9001(1)(c) 
$50,000,000 of qualified property, corporation’s shares 
deemed not foreign property, 206(1.1)(a) 
$200,000,000 basic capital deduction for financial insti- 
tutions capital tax, 190.15 
$220,000,000 maximum capital deduction for ieacied 


institutions capital tax, 190.15 

$300,000,000 top capital allowance bracket for life im- 
surance corporation, 190.16(1)(e), 190.16(2)(e), 
190.16(3)(e) | 
$400,000,000 enhanced capital ‘deductions for deposit- 
taking financial institutions, 190.17 


Donations, see Gifts and donations; fenihen 
Double counting of deductions or credits, 248(28) 
Double jeopardy, 238(3), 239(3): : 


Double taxation, elimination of, Canada—U:S. Tax’ Con- 
vention Art. XXIV. 


Doubtful debts. 
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Drilling and exploration expenses, see also Exploration 
and development expenses; Prospecting 


md a partnerships, syndicates, ITAR 29(9), (10), 
deduction by any corporation, ITAR 29(11) 

defined, ITAR 29(30) 

extended meaning of, ITAR 29(27), (28) 

general limitation, ITAR.29(31) 

incurred for specific considerations, ITAR 29(23),, (24) 
individual, of, ITAR 29(12) 

limitation re payments for rights, ITAR 29(23), (24) 
oil or gas,corporation, ITAR 29(1), (3)-(5) 

other corporations, ITAR 29(4), (5) 

potash corporations, 66(2) 

renunciation by joint exploration corporation, ITAR 
29(6), (7) 

special product corporations, 66(2) 


Drilling or exploration expense 


defined, 66(15) 


Drilling rights, see Exploration and drilling rights 
Drinks, see Food 
Drive-in theatre, property acquired for 


capital cost allowance, Reg. Sch. II:Cl. 10(q) 


Drought region 


prescribed, Reg. 7305 
sales of livestock in 
deferral of income from, 80.3(4) 
° exceptions, 80.3(6) 
inclusion of deferred amount, 80.3(5) ©: 
° amalgamation, on, 87(2)(tt)» © 


Drugs, prescription, medical expense, 118.2(2)(n) 
Due deligence 


defence to directors’ liability, 227.1(3) 
defence to foreign reporting requirements, 233.5 


Dues 


not deductible, 8(5) 
professional, union, etc., deduction for, 8(1)G) 
recreational club, etc., not deductible, 18(1)(1)(@i) 


Dwelling 


modifications to, for physically impaired person, tax 
credit for, 118. 2(2)(1: 2) 


Dwelling-house 


entry into, 231.1 
E 


EBP, see Employee benefit plan 


EBRD, 


see’ European Bank for “Reconstruction ‘and 


Development 
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ECE, see Eligible capital expenditure 

ECP, see Eligible capital property 

EFILE, see Electronic filing 

EI (employment insurance), see Unemployment insurance 

Earn-out agreement, see Production or use 

Earned depletion allowances 

* computation, Reg. 1201 

¢ deduction from income, 65 

Earned depletion base 

* capital costs of depreciable property, added to 

proceeds of later disposition, 59(3.3)(b) 

* computation, Reg. 1202, 1205 

* expenses added to 

*¢ amounts receivable, portion included in income, 

59(3.3)(a) 

Earned income 

¢ for child care expenses, 63(3)“earned income” 

¢ for Child Tax Benefit, 63(3)“earned income” 122.6 

¢ for RRSP purposes, defined, 146(1)“earned income” 

Earnings supplement, see Social assistance payment: sup- 

plementing employment income 

Ecological gifts 

* by corporation, 110.1(1)(d) 

¢ by individual, 118.1(1)“total ecological gifts” 

¢ tax if donee disposes of the property, 207.31 

Ecologically sensitive land, see Ecological gifts 

Economic zone, see Exclusive economic zone 

Education credit, 118.6(2) 

¢ disabled student, 118.6(3) 

* unused 

ee transfer to spouse, 118.8 

transfer to supporting person, 118.9 

Education savings plan, 146.1, see also Registered edu- 

cation savings plan 

* appeal from refusal to register, 172(3)(e), 180 

conditions, 146.1(2) 

¢ defined, 146.1(1)“education savings plan” 

¢ educational assistance payment, excluded from income, 
81(1)(p) 

* payment out of 

registered plan, 56(1)(q), 146.1(7) 

unregistered plan, 81(1)(p) 

¢ refund of payments, excluded from income, 81(1)(0) 

* registration of, 146.1(2), (4) 
conditions, 146.1(2) 
deemed, 146.1(3) 
refusal by Minister 

° deemed, 172(4)(d) 

trust deemed inter vivos, 146.1(11) 

Educational assistance payment 

¢ definition, 146.1(1)“educational assistance payment” 

¢ from registered plan, taxable, 56(1)(q), 146.1(7) 

¢ from unregistered/revoked plan, exempt, 81(1)(p) 

Educational institution 

¢ designated, defined, 118.6(1) 

Educational program 

¢ qualifying, defined, 118.6(1) 

Election(s) 

* amounts receivable at date of death, 70(2) 

revocation of, 70(4) 


e e e e e e e e e e e e e e e e 


e 


assets acquired from foreign. affiliate, 80.1(4)-(6) 
averaging provisions, ITAR 49 
basic herd, reduction of, 29(1) 


beneficiary, by, re single payment from DPSP, Reg. 
1503 


branch tax, Reg. 2403 


Canadian development expenses of partnership, exclu- 
sion of, 66.2(5)“Canadian development expense’ (f) 


Canadian oil and gas property expenses of partnership, 
exclusion of, 66.4(5)“Canadian oil and gas property 
expense’’(b) 
capital cost allowance 
inclusions, Reg. 1103 
not to be deducted, ITAR 26.1(2) 
separate class for certain office equipment, Reg. 
1101(5q) 
transfers between classes, Reg. 1103 
capital dividend, re, 83(2)-(4) 
excessive, tax on, 184 
capital gains dividend, re 
investment corporation, 131(1), Reg. 2104 


mortgage investment corporation, 130.1(4), Reg. 
2104.1 


° excessive, tax on, 184 
mutual fund corporation, 131(1), Reg. 2104 
° excessive, tax on, 184 


capital gains exemption 
farm property, 110.6(2) 
gains to Feb. 22/94, 110.6(3), (19)-(30), see also 
Capital gains deduction: election to trigger gain 
small business shares, 110.6(2.1) 
when corporation going public, 48.1 
capitalization of interest, 21 
carryforward or carryback, see Carryforward; Carryback 
cash method (farmers), 28(1) 


ceasing to be resident, on, 128.1(4)(b)(iv), 128.1(4)(d), 
Reg. 1300-1302 


change in use of property, 45(2) 

communal organization, re taxable income, 143(2), (3) 
corporation and partners re property transferred, 85(1), 
(2) 


corporation and shareholder, re property transferred 
eligible property, 85(1.1) 

cost of capital property where change in control of cor- 

poration, 111(4)(e) 

death benefit, ITAR 40 

death of taxpayer, 70(6.2), Reg. Part X 


debt settled on windup of subsidiary into parent, 
80.01(4) 

deemed capital loss on partnership interest, 40(3.12) 
deemed disposition of bad debt or share of insolvent 
corporation, 50(1) 

deemed disposition of capital property on change of 
control, 111(4)(e) 

SSC of “departure tax” payment, 159(4), Reg. 


departure tax, see taxpayer ceasing to be resident 
(below) 


disposition of Canadian securities, 39(4) 
disposition of share in foreign affiliate, 93(1), (1.1) 
disposition of vessel, 13(15)(b), 13(16) 
employees profit sharing plan, Reg. 1500 
excessive, re dividend 
treatment of excess as loan, 184(3.1)—(5) 
$ alternative treatment of, as separate dividend, 
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Election(s) (cont'd) 


184(3), Reg. 2106 1 
executor, by, to carry back losses to year of death, 
164(6) 
expropriation assets, re, 80.1(1), Reg. 4500 
ay lis or fisherman, averaging income, 119(1), (4), (5), 
fiscal period, non-calendar year, 249.1(4) 
fiscal period of terminated partnership, 99(2)—-(4) 
fishermen, tax deduction, Reg. 105.1 
foreign trust reporting, 233.2(5) 
forward averaging, 110.4(2) 

revocation, 110.4(6.1) 


gifts by communal organizations, allocated to members, 
143(3.1) 


inducement, where offset by expense, 12(2.2) 
insurer 
non-resident, 219(5.2) 
interest on expropriation assets, 80.1(2) 
international banking centre eligible deposit, re, 33.1(6) 
restriction on, 33.1(7) 


investment tax credit, renunciation by general partner, 
127(8.4) 


involuntary dispositions, 13(4) 

joint exploration corporation, 66(10)—(10.4) 
late, 220(3.2)-(3.7); Reg. 600 

leasing properties, in respect of, 16.1(1) 


legal representative of deceased taxpayer, see also Le- 
gal representative of deceased taxpayer 


lump-sum payments, ITAR 40 
master trust, re proportional holdings, 206(2.1) 


mortgage investment corporation, re capital gains divi- 
dend, 130.1(4) 


where not made, 130.1(4.1) 
mutual fund corporation, re dividend, 131(1)-(1.4) 
mutual fund reorganization,  132.2(2)“qualifying 
exchange’ (c) 


mutual fund trust status from beginning of first year, 
132(6.1) 


non-resident, to file return under Part I, 216(1), 217 
restriction on deduction, 216(8) 


non-resident-owned investment 
133(7.1)-(7.3), Reg. 500 


revocation of, Reg. 501 
non-resident parent corporation, re interest on loan, 
218(3), (4) 
Part If of former Act, under, ITAR 66 
Part VI.1 tax, to pay, 191.2 
partners, by 
re property transferred, 97(2) 
validity of, 96(3) 
partnership ceasing to exist 
rules applicable, 98(3), (4) 


partnership’s Canadian development 
66.2(5)““Canadian development expense’’(f) 


partnership’s Canadian oil and gas property expenses, 
66.4(5)“Canadian oil and gas property expense’’(b) 
pension plan payments, ITAR 40 

personal injury award, $1(5) 


personal representative, by, to carry back iosses to year 
of death, 164(6) 


preferred beneficiary, of trust, 104(12), 104(14), Reg. 
2800 


corporation, 


expenses, 


© e e e e e e e 


e © e e 


principal residence, 45(3) 

e distribution by spousal trust, 107(2.01) 

¢ where not available, 45(4) © 
property owned on Dec. 31/71, ITAR 26(7) 
proportional holdings in trust property, 259(2) 
proprietor, on disposing of business, 25 
public corporation, to be, ITAR 50(2) 
qualifying dividend 

e —_late-filed, 83(3)-(5) 
RPP contribution 

¢.. additional voluntary contributions, 8(1.1) 
refund of RRSP premiums, ITAR 61(2), Reg. 5600 
replacement property, 13(4), 44(5) 
representation expense, 20(9) 
research and development, 37(8)(a)(i1)(B), 37(9) 
reserve for 1995 stub period income, 34.2 
reserves for year of death, 72(2) 
retirement compensation arrangement 

¢ additional voluntary contributions, 8(1)(1.1) 

¢ refundable tax, 207.5(2) 
rights or things on death, re, 70(2) 

¢ revocation of, 70(4) i 
sale of accounts receivable, 22 
scientific research, 37(8)(a)(i1)(B), 37(9) 
scientific research tax credit, re first holder of share, 
127.3(9) 
segregated fund trusts, Reg. 6100 
services not rendered, 20(24), (25) 


share-purchase tax credit, re first holder of share, 
127.210) 


small business development bond, 15.1(3) 
subsec. 26(7) of ITAR, under, Reg. 4700 
surpluses, re, Reg. Part XXI 


tax pursuant to, deemed payable under amended Act, 
ITAR 49(1) 


taxpayer ceasing to be resident 
e deferral of capital gains, 128.1(4)(b)(iv); Reg. 1300 
e deferral of payment of taxes, 159(4), Reg. 1301 
e realization of capital gains, 128.1(4)(d), Reg. 1302 
time of acquisition of control, re, 256(9) 
transfer of property to corporation 
partnership, from, 85(2), (6)—-(9) 
partnership wound up, 85(3) 
shareholder, by, 85(1), (6)-(9) 
eligible property, 85(1.1) 
treat bovine animal as specified animal, 28(1.2) 
treat dividend as capital dividend, to, 83(2.2)-(2.4) 
¢ where not available, 83(2.1) 
trigger capital gain on small business corporation share, 


trust, by ; 
* accumulating income, 104(12), 104(14), Reg. 2800 
* postponement of 21-year deemed disposition. rule, 
104(5.3), 108(1)“trust’”(g) 
e _ preferred beneficiary, 104(12), 104(14), Reg. 2800 
V-day value, re, Reg. 4700 
withholding tax, 153(1)(n) 
¢ to increase, 153(1.2), Reg. 109 
work in progress, exclusion of, 34 


Election expenses 


contributions deductible, 127(3)—(4.2) 


Elector ) 
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Electric, gas or steam corporations 

¢ information returns, Reg. 213 

Electrical advertising signs 

¢ capital cost allowance, Reg. Sch. If:Cl. 11 

Electrical energy, see also Energy: electrical 

* processing of, investment tax credit, 127(9)“qualified 
property’(c.1) 

Electrical furnace 

* medical expense credit for, Reg. 5700(c.2) 

Electrical generating equipment 


* capital cost allowance, Reg. Sch. II:Cl. 1(k), Sch. II:Cl. 
2(a), Sch. II:Cl. 8(g), Sch. T:Cl. 8(h), Sch. II:Cl. 9(e), 
Sch. II:Cl. 9(f), Sch. Us:Cl. 29, Sch. I:Cl. 34, Sch. I:Cl. 
40, Sch. II:Cl. 41 


¢ electrical energy producer/distributor 


*¢ capital cost allowance, Reg. Sch. I:Cl. 1(m), Sch. 
I:Cl. 8(f), Sch. II:Cl. 9(a) 


¢ for mine 

*¢ capital cost allowance, Reg. 1102(8)-(9.2), Reg. Sch. 
IL:Cl. 10(r), Sch. IE:Cl. 41 

Electricity, see Energy: electrical 


Electronic communications equipment 

* capital cost allowance, Reg. 1101(5p), Reg. Sch. ILCl. 
10(f) 

Electronic document 

* print-out as proof, 244(9) 

Electronic filing, 150.1 

¢ information returns, 244(22) 

¢ proof of return filed, 244(21) 


Electronic point-of-sale equipment 
* capital cost allowance, Reg. Sch. II:Cl. 12(s) 


Electronic records 

* requirement to maintain, 230(4.1) 

** exemption, 230(4.2) 

Elevator 

* for disabled, 20(1)(qq) 

* grain, 76(4), (5) 

Eligible amount 

¢ defined 

*¢ in respect of foreign retirement arrangement, 60.01 
ee in respect of Home Buyers’ Plan, 146.01(1) 
*¢ in respect of RRIF, 146.3(6.11) 

Eligible business entity 

¢ defined, 204.8 


Eligible Canadian partnership 

* defined, 80(1), 80.04(1) 

¢ whether a “directed person”, 80(1)“directed person” 

Eligible capital amount , 

* amalgamation, on, 87(2)(f) 

¢ defined, 14(1) 

¢ included in business income, 14(1) 

* partnership ceasing to exist, on, 98(3)(g), 98(5)(h) 

* treated as taxable capital gain for capital gains exemp- 
tion on qualified farm property, 14(1.1) 

Eligible capital expenditure 

* amalgamation, on, 87(2)(f) 

e defined, 14(5) 

* partnership ceasing to exist, on, 98(3)(g) 

¢ qualified farm property, in respect of, 14(1.1)(b)AGi)(A) 


* reduction where assistance received in respect of, 
14(10), (11) 


* repayment of assistance 

ee deduction after ceasing to carry on business, 
20(1)(hh. 1) 

ee¢ while carrying on business, 14(10)(b) 

Eligible capital property , see also Cumulative eligible 

capital 

¢ amalgamation, on, 87(2)(f) 

¢ deduction on ceasing to carry on business, 24 

¢ deemed disposition of 

ee on death, 70(5-1) 

¢ defined, 54, 248(1) 

¢ disposition of 

ee bad debt on, 20(4.2) 

ee — deemed, on death, 70(5.1) 

e¢ income inclusion, 14(1) 

** no capital gain, 39(1)(a)(@) 

*¢ no capital loss, 39(1)(b)(1i) 

¢¢ uncollectible portion of proceeds, 20(4.2) 

¢ distribution by trust to beneficiary, 107(2)(f) 

¢ “eligible property” for transfer to corporation by share- 

holder, 85(1.1)(e) 

* excessive capital gains exemption election, 14(9) 

e exchange of, 14(6) 

*¢ replacement property, 14(7) 

* incorporation expenses, IT-143R2 para. 13 

¢ partnership ceasing to exist, on, 98(3)(g) 

¢ qualified farm property, relating to, 14(1.1) 

¢ rollover to corporation, on, 85(1)(d.1) 

¢ transferred to corporation, 85(1)(d), (e.1) 

¢ winding-up, on, 88(1)(c.1) 

Eligible corporation (for RRSP/RRIF small business 

investments) 

¢ defined, Reg. 5100(1) 

¢ qualified investment in, Reg. 4900(6)(a) 

Eligible deposit 

¢ international banking centre, with, 33.1(1) 

ee deductible only from IBC income, 33.1(8) 

Eligible funeral arrangement, 148.1 

¢ defined, 148.1(1), 248(1) 

¢ excluded from various trust rules, 108(1)“trust’’(e.1) 

¢ exemption for amount accruing in, 148.1(2)(a) 

* income inclusion on return of funds, 12(1)(z.4), 148.1(3) 

¢ information return, Reg. 201(1)(f) 

¢ provision of funeral services under, 148.1(2)(b)() 

Eligible individual 

¢ defined 

ee for Child Tax Benefit, 122.5(1), (2) 

ee for GST credit, 122.6, 122.62(1); Reg. 6301, 6302 

Eligible investment (of labour-sponsored venture capi- 

tal corporation) 

¢ defined, 204.8 

¢ tax where insufficient, 204.82 

ee refund of tax, 204.83 

Eligible labour body 

¢ defined, 204.8 

Eligible landfill site 

¢ defined, Reg. 1104(13) 

Eligible loan 

* made by international banking centre, 33.1(1) 

e* ceasing to be eligible, rules, 33.1(11)(a) 

*¢ where no deduction permitted, 33.1(10) 
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Eligible portion (of corporation’s gains or losses) 

¢ defined, 129(4) 

Eligible property 

¢ shareholder/corporation rollover, for, 85(1) 

ee §6“defined,’''85(1, 1) 

*¢ _ limitation re real property of non-resident, 85(1.2) 

Eligible real property gain 

* defined, 108(1), 110.6(1) 

Eligible real property loss 

* defined, 108(1), 110.6(1) 

Eligible sewage treatment facility 

° defined, Reg. 1104(13) 

Eligible taxable capital gains of trust, defined, 108(1)“‘el- 

igible taxable capital gains” 

Eligible taxpayer 

¢ defined, for small business investment tax credit, 127(9) 

Eligible transferee (of forgiven debt) 

* agreement to transfer forgiven amount to, 80. 04(4) 

¢ defined, 80.04(2) 

Elk, 80.3(1)“breeding animals” 

Emigration, see Ceasing to be resident in Canada 

Employed 

e defined, 248(1) 

*» in Canada 

ee deemed, 115(2)fc) 

ee non-residents, tax on, 2(3), 115(1) 

*¢  part-year residents, 114 

Employee 

° aircraft 

** capital cost allowance, 8(1)(j)(ii), 13(11) 

e« deductions allowed, 8(1)G), 8(9) 

¢ allowances, 6(1)(b) 

ee “not income, 6(6) 

* automobile (belonging to employee) 

ee capital cost allowance, 8(1)(G)(i), 
1100(1)(a)(x), 1100(6) 

ee interest expense, 8(1)(j)(), 67.2, 67.4 

ee leasing expense, 67.3, 67.4 

* automobile (belonging to employer) 

ee employee of partner, 12(1)(y) 

ee goods and services tax, treatment of, 6(1)(e.1), 6(7) 

*¢ operating expenses, benefit, 6(1)(k), (1); Reg. 7305.1 

ee rule for automobile salesman, 6(2.1) 

e« standby charge, benefit, 6(1)(e), 6(2) 

¢ automotive products, transitional assistance benefits tax- 

able, 56(1)(a)(v) 

¢ benefit, see Benefit: employment 

¢ benefit plan, see Employee benefit plan 

¢ benefits taxable, 6(1) 

¢. Canada Pension Plan, contribution, credit for, 118.7 

* charity trust, receipts, Reg. 3502 

* clergyman’s residence, 8(1)(c) 

¢ contribution to RPP deductible, 147.2(4) 

* contribution to teachers’ exchange fund, 8(1)(d) 


¢ deductions, see Deductions in computing income from 
office or employment 


e dues 
ee deduction, 8(1)(i) 
ee ~ non-deductible, 8(5) 


13(11), Reg. 


employer, as 
e deductions, 81), 8(1)(L.1). 
ee certificate of employer, 8(10) 
employment insurance premiums 
ee as employer, deductions, 8(1)(1.1) 
oo credit for, 198.7 
* expenses of 
ee deductions, 8(1) 
*¢ general limitation, i 
¢ foreign country, of 
** exemption, 149(1)(a) 
ee family and servants of, 149(1)(b) 
e former, see Former employee 
* group insurance premium, portion taxable, 6(4) 
¢ housing loans to, or spouse, 15(2)(a)(ii), 15(2.4)(b) 
e includes officer, 248(1) 


income maintenance plan benefits, ITAR 19 
incorporated, see Personal services business 
international organization, of, tax deduction, 126(3) 
legal costs recovered, income, 56(1)(1) 
legal expenses of collecting or establishing right to 
wages, 81(1)(b) 
loan, see Employee loan 
meals, 8(4) 
musical instrument costs, 8(1)(p) 
negotiating contracts, expenses, 8(1)(f) 

* certificate of employer, 8(10) 
part-time 

¢ travelling allowance, excluded from income, 81(3.1) 
payments received from employer 

¢ during employment, 5(1), 6(3) 

¢ on death, see Death benefit 

¢ on termination or retirement, see Retiring allowance 
profit sharing plan, see Employees profit sharing plan 
railway, see Railway: employees, 8(1)(e) 
registered pension plan contributions, 8(1)(m), 147.2(4) 


retirement compensation arrangement, see Retirement 
compensation arrangement 


* return required of, re withholding of tax, 227(2), Reg. 
107 


where not filed, 227(3) 


¢ salary deferral arrangements, deduction for amounts for- 
feited under, 8(1)(o) 


¢ salesman’s expenses, 8(1)(f) 

~ certificate of employer, 8(10) 
share option benefits, 7(1) 
shares held by trustee, 7(2) 
shares purchased for, by trustee, 7(6) 
sickness and accident benefits, income, 6(1)(f) 
stock options, see Stock options 
transport, away-from-home expenses, 8(1)(g) 
travelling expenses of, 8(1)(h) 
° certificate of employer, 8(10) 
e — limitation, 8(4) 
ee re meals, 8(4) 
trust, see Employee trust 
unemployment insurance premiums 

as employer, deduction, 8(1)(1.1) 
credit for, 118.7 

Employee benefit plan 
¢ allocations, 32.1(2) 
¢ amalgamation, on, 87(2)(j.3) 
¢ amount received from, 12(1)(n.1) 


of | 
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Employee benefit plan (cont’d) _ 
* becoming retirement compensation arrangement 


*¢ deemed contribution, 207.6(4) 

* benefits from, 6(1)(g) 

** not includable in employee’s income, 6(1)(a)(ii) 

* contributions to, 6(10) 

*¢ not deductible, 18(1)(o) 

e¢ when deductible, 18(10) 

* deduction in computing income of, 104(6)(a.1) 

¢ deduction to employer, 32.1 

¢ defined, 248(1) 

¢ distribution by, 107.1 

¢ excluded from various trust rules, 108(1)“trust’(a) 

* income of, 32.1(3) 

* payments out of 

*¢ not subject to non-resident tax, 212(17) 

* prescribed arrangement, Reg. 6800 

Employee loan, 6(9), 80.4(1) 

¢ forgiven, amount to be included in income, 6(15) 

* interest paid on money borrowed to make, 20(1)(c)(v) 

* to buy motor vehicle, 15(2)(a)Qv), 15(2.4)(d) 

* to buy stock, 15(2)(a)(iii), 15(2.4)(c) 

Employee trust, 6(1)(h) 

¢ allocations under, includable in income, 6(1)(h) 

* benefits from, not includable in employee’s income, 
6(1)(a)(ii) 

¢ deduction in computing income of, 104(6)(a) 

¢ defined, 248(1) 

e distribution by, 107.1 

¢ excluded from various trust rules, 108(1)“trust’(a) 

* payments out of, not subject to non-resident tax, 212(17) 

¢ receipt from, 12(1)(n) 

Employees profit sharing plan 

¢ allocations under, income, 6(1)(d), 144(3) 

*. capital gains allocated, 144(4)-(4.2) 

¢ deferred profit sharing plan not an, 147(6) 

¢ defined, 144(1), 248 1) 

¢ disposition of property to 

*e¢ capital loss nil, 40(2)(g)(iv)(A) 

¢ dividend credit allocated, 144(8) 

¢ election, Reg. 1500 

¢ employer’s contribution, deduction, 20(1)(w), 144(5) 

¢ excluded from various trust rules, 108(1)“trust’(a) 

¢ flow-through entity for capital gains exemption, 39.1(1) 

¢ foreign tax credit, 144(8.1) 

* income allocated, 144(3) 

* information return, Reg. 212 

* interest income, allocation re, 144(8.2) 

* payment under 

*¢ portion excluded from income, 81(1)(k) 


*¢ used to purchase income-averaging annuity contract, 
deductible, 61(2)(a) 


* payments “out of profits” defined, 144(10) 
* receipts from, 12(1)(n) 

*¢ by employee, 144(6)-(8) 

* refund to former beneficiary, 144(9) 

* registration of, as DPSP, 147(3), (4) 

* trust not taxable, 144(2), 149(1) 
Employer 

* certificate re employees’ expenses, 8(10) 


* contributions of 
¢* Canada Pension Plan, to 
deductible, 8(1)(1.1)() | 
e« deferred. profit. sharing plan, to, 
147(8)-(9.1) 
limitation on deductibility, 18(1)G) 
¢*¢ employees profit sharing plan, to, 20(1)(w), 144(5) 
*¢ employment insurance premiums, see unemployment 
insurance premiums (below) 
*¢ pension plan, 20(1)(q), 147.2(1)-(3), Reg. Part 
XXVII [Revoked] 
special, 20(1)(r) 
*¢ profit sharing plan, to 
limitation on deductibility, 18(1)(k) 
*¢ registered supplementary unemployment benefit 
plan, to, 145(5) 
limitation on deductibility, 18(1)@) 
*¢ unemployment insurance premiums 
deductible, 8(1)(1.1)G), 9(1) 
tax credit for 1993, 126.1 
¢ deduction re salary deferral arrangements, 20(1)(00) 
e defined, 248(1) 
ee¢ for automobile standby charge, 6(2) 
ee for disability insurance top-up payments, 6(17) 
¢¢ for employee loans, 80.4(1)(b)(@) 
e¢ for incorporated employee/RCA rules, 207.6(3)(a) 
¢¢ for municipal officer’s expense allowance, 81(3)(c) 
e¢ for UI premium tax credit, 126.1(1) 
e* generally, 248(1) 
participating, defined, 147.1(1), Reg. 8308(7) 
payment to employee 
¢ during employment, 5(1), 6(3) 
* on death, see Death benefit 
* on termination or retirement, see Retiring allowance 
specified, see Specified employer 
Bpien locals all deemed to be one, for pension purposes, 


¢ withholding of tax, 153(1), Reg. 101 
*¢ variations in deductions, Reg. 106 


Employment 

¢ benefits, see Benefit 

e defined, 248(1) 

* expenses, see Employee: expenses of 


income from, 5(1), 6(1), Canada—U.S. Tax Convention 
Art. XV 


¢ reimbursement to employer, 8(1)(n.1) 
insurance, see Unemployment insurance 
loss from, 5(2) 
office or, see Office or employment 
outside Canada, tax credit, 122.3 
special work site, at, 6(6) 
tax credit [repealed], 127(13)-(16), Reg. 6000 
* amalgamation, continuation of predecessor’s, 
87(2)(qq) 
*¢  parent’s, after subsidiary wound up, 88(1)(e.4) 
* termination of, see Former employee; Retiring 
allowance 
Employment insurance, see Unemployment insurance 
‘“‘Enactment” defined, ITAR 12“enactment” 


Energy 

* conservation property, Reg. 8200.1, Reg. Sch. I:Cl. 43 
ee determination of, 13(18.1) 

ee disclosure of information to Energy, Mines & Re- 


20(1)(y), 
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Energy (cont’d) 
sources, 241(4)(d)(vi.l) | 
* conversion grant 
¢* included in income; 12(1)(u), 56(1)(s) 
¢¢ information return’re, Reg. 224 
** non-resident taxable on, 212(1)(s) 
ee prescribed program, Reg: 5501 
¢ electrical 
*¢ corporation distributing or generating 


eee equipment for, Reg. 1102(8), (9), Sch. IL:Cl. 1(m), 
Sch: II:Cl. 2(c) 

eee exclusion from CCA ' restrictions, Reg. 
1100(26)(a) 


information return, Reg. 213(1) 

** equipment for processing in prescribed area, 
127(9)“qualified property”(c.1) 

ee producing ‘or processing, 125:1(3)“manufacturing or 
processing” (j) (to be repealed), (h) (draft), Reg. 
1104(9)(h) 

* generation of; 66(15)“principal-business: corporation’ ’(h) 

* property, see Specified energy property 

* wind, conversion system; Reg. Sch: II:Cl. 34 

Energy, Mines & Resources, see Department of Energy, 

Mines and Resources 

Enforcement of Act, 220—244, see‘also Collection of tax 

Enhanced garnishment, 224(1.2), (1.3) 


Enhanced recovery equipment, Reg. 1206(1) 

¢ proceeds of disposition, 59(3.3)(d) 

Enquiry, see Inquiry 

Entering Canada, see Becoming resident in Canada 

Entertainer , 

¢ US. resident, Canada—U.S. Tax Convention Art. isa’ 

Entertainment expenses (and meals) 

* airplane, train, bus travel, 67.1(4) 

¢ Christmas party exemption, 67.1(2)(e) 

¢ club dues and facilities, 18(1)() 

¢ “entertainment” meaning of, 67.1(4) 

° general limitation on deduction for, 67.1(1) 

** exceptions, 67.1(2) 

e included in convention fee 

¢¢ limitation on deductibility, 67.1(3) 

¢ interpretation, 67.1(4) 

Entry | 

¢ Canada, into, see Becoming resident in Canada 

¢ dwelling-house, into, 231.1 

*¢ compliance required, 231.5(2) 

Environment 

* conservation of, see Keele hal gifts 

Environmentally hypersensitive person 

* equipment qualifying for medical expense credit, Reg. 
5700(c)-(c.2) 

Equalization payments (family. law) 

¢ rules on partition of property, 248(20) 

Equipment 

¢ administering oxygen, for, 118. 2(2)(k) 


e automotive, CCA, Reg. Sch. I:Cl. wae 
Automobile 


e bituminous sands 

ee defined, 59(6), Reg. 1206(1) 

ee proceeds of disposition, 59(3.3)(c) 

¢ cable systems interface, CCA, Reg. Sch. II:Cl. 10(v) 


see also 


* contractor's movable, CCA, Reg. Sch. II:Cl. 10(h), Sch. 
If:Cl. 22, Sch. I:Cl. 38 

¢ data communication, CCA, Reg. Sch. II: Cl. 3 

¢ disability-specific, deduction for, 20( 1)(cr) 

* earth-moving, separate class, Reg. 1101(5k) 

¢ electrical energy processing, investment tax credit, 
127(9)“qualified property’(c.1) 

* electrical generating, Reg. 1100(1)(t), (ta), Reg. Sch. 
II:Cl. 1(k), Sch. Il:Cl. 1@m), Sch. U:Cl. 2(a),.Sch. I:Cl. 
8(g), Sch. II:Cl. 9(e), Sch. I:Cl. 9(f), Sch. I:Cl. 29, Sch. 
I:Cl. 34, Sch. II:Cl. 40 


¢ electronic data-processing, CCA, Reg. Sch: If:Cl. 106), 
Sch. I:Cl. 29, Sch. II:Cl. 40 

ee« general-purpose, defined, Reg. 1104(2) 

¢ electronic point-of-sale, CCA, Reg: Sch. Il:Cl. 12(s) 

¢ enhanced recovery, Reg. 1206(1) 

#0 PLOCECUS Ur disposition, 59(3.3)(d) 

* for hearing- or sight- impaired, business expense, 
20(1)(r) 

* gas manufacturing/distribution, 'CCA,.Reg. Sch. IL:Cl. 
1(n), Sch. I:Cl. 2(d) 

° Fie ft oil well, CCA, Reg. 1104(2), Reg. Sch. IL: Cy. 

° generating, Reg. 1100(1)(t), (ta), Reg: Sch Al:Cl. 1(k), 
Sch. II:Cl. 1(m), Sch. I:Cl. 2(a), Sch. I[:Cl. 2(c), Sch. 
I:Cl. 8(f), Sch. Il:Cl...8(g), Sch. If:Cl. 9(a), Sch. II:Cl. 
pias aft IE:Cl. 9(f), Sch. TL: Cl. 29, Sch. IECI. 34, Sch. 


° heat production/chstel bution: CCA; Reg? Sch. HCl. 1(p), 
Sch. II:Cl. 2(f) 


* heat recovery, CCA, Reg. Sch. II:Cl. 34 

* logging, CCA, Reg. Sch. IL:Cl. 10(0) 

¢ machinery and, CCA; Reg. Sch. I:Cl. 8, Sch. I:Cl. 29 
¢ medical, 118.2(2)(m), Reg. 5700 


¢ mining, CCA, Reg. Schs I:Cl 10(k), Sch. HCl. 10(1), 
Sch. II:Cl. 10(m), Sch. I:Cl. 41 


¢ oil or gas well, CCA, Reg. Sch. IC. 10(j),. Sch. U:Cl. 
4] 


* petroleum/natural gas exploration, CCA, Reg. Sch. 
I:Cl. 10(), Sch. I:Cl. 41> 


¢ pollution control, Reg. phonaa sak ue Sch. I:Cl. 24, 
‘Sch. IC. 27 


¢ prescribed 
e* for sight- or hearing-impaired, business expense, 
20(1)(rr) | 
medical, 118.2(2)(m),.Reg. 5700 
qualified construction equipment, Reg. 4603 
qualified transportation equipment, Reg. 4601 
radar, .CCA, Reg. Sch, II:Cl., 9 


radio communication, CCA, Reg. Sch. IE: Cl.8, Sch. 
II:Cl. 9 


¢ railway traffic control, CCA, Reg. Sch. II:Cl. 1) 

* scientific research, for, 37(8)(a)(i1) . 
‘solar heating, CCA, Reg. Sch IE:Cl. 34 

* stable, CCA, Reg. Sch. II:Cl. 10(c) 

* steam generating, CCA, Reg. Sch. Il:Cl. 34 

° se beh tha Rt: CCA, Reg. Schr II:Cl. 3, ‘Sch. II:Cl. 


* tertiary recovery, Reg. 1206(1) 

* timber limit, for, CCA, Reg. Sch, II:Cl. 
14 Pa by 

¢ water-distributing, CCA, Reg. Sch. II:Cl. I(0), Sch. 
II:Cl. 10(e) 

Equity, see also Adjusted equity 

¢ defined, 20.1(2); (7) 

* limit on deductibility of interest relating to distributions, 


10(n),. Sch. 
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Equity (cont'd) 
20.1(1), (3) 
Equity accounting method 
¢ prohibited for debt forgiveness reserve, 61.3(1)(b)C(i) 
¢ prohibited for purposes of Act, 248(24) 
Equity limit for the year 
* non-resident insurer, Reg. 2405(3) 
* non-resident life insurer, Reg. 2405(3) 
* resident life insurer, Reg. 2405(3) 
Equity percentage 
¢ defined, 95(4) 
* direct, defined, 95(4)“direct equity percentage” 
Equity property, defined, Reg. 2405(3) 
Equity share, defined, 204, Reg. 4803(1) 
Equivalent to married credit, 118(1)B(b) 
Equivalent to spouse credit, 118(1)B(b) 
Escalating interest GICs 
* income accrual, Reg. 7000(2)(c.1) 
Establishment, see Permanent establishment 
Estate, see also Trust (or estate) 
¢ bankrupt, of 
* carryback of losses to year of death, 164(6) 
* debt of deceased settled by, 80(2)(p), (q) 
*¢ deemed not trust or estate, 128(1)(b) 
ee defined, 128(3), 248(1) 
¢ defined, 104(1), 248(1) 
¢ flow-through of death benefits, 104(28) 
* income of, paid to non-resident, 212(1)(c), 212(11) 
** exemption for, 212(9), (10) 
¢ information returns, Reg. 204 
° life, see Life estate in real property 
* pur autre vie, see Life estate in real property 
* return required, 150(1)(c) 
* transfer of rights or things to beneficiaries, 70(3) 
Estate planning, see also Death of taxpayer 
* attribution rule inapplicable on certain benefits through 
trust, 74.4(4) 
Estate tax 
* Canadian [repealed in 1972] 
*¢ deduction of, from pension benefits etc., 60(m) 
** interest on, deductible, 60(d) 
> ‘Us! 
*¢ credit for, Canada—U.S. Tax Convention Art. XXIX 
*¢* interest on, possibly deductible, 60(d) 
Estimate of tax, required, 151 
European Bank for Reconstruction and Development 
* bonds of 
** eligible for RRSP investment, Reg. 4900(1)(1)(v) 
** excluded from foreign property, 206(1)“foreign 
property’’(g)(1v. 1) 
* no withholding tax on interest payable to, Reg. 806.1 
Evasion of tax, see Tax evasion, penalty for 
Evidence, see Proof 
Excepted dividend 
* defined, 187.1 
Excess amount (for registered education savings plan) 
¢ defined, 204.9(1), (2) 


Exchanges of property 

¢ amalgamation, effect of, 87(2)(1.3) 

* capital property, 44 

* corporation controlling or controlled by taxpayer, 44(7) 
¢ depreciable property, 13(4), (4.1) 

¢ eligible capital property, 14(6), (7) 

¢ leasing properties, 16.1(5)-(7) 

¢ non-resident, 44(7) 

Exchanges of shares, see Share 


Excise Tax Act, see also Goods and services tax (GST) 

* communication of information for enforcement of, 
241(4)(d)(ii) 

¢ fuel tax rebate under, 12(1)(x.1) 

* input tax credit under, deemed to be government assis- 
tance, 248(16)-(18) 

¢ rebate under, deemed not to be reimbursement, 8(11) 


* tax payable under Part IX, 248(1)“goods and services 
tax” 


* zero-rated or exempt supply under, no taxable benefit, 
6(1)(e.1), 15(1.4) 

Excluded arrangement (re tax on investment income of 

life insurers) 

¢ defined, Reg. 1900(1) 


Excluded benefits (re registered pension plan) 

* defined, Reg. 8303(5)(f)-(), 8504(10) 

* excluded from normalized pension, Reg. 8303(5) 
Excluded consideration 

¢ defined, re corporation attrubition rules, 74.4(1) 

* excluded from attribution rules, 74.4(2)(f), 74.4(3) 


Excluded contribution (to registered pension plan) 

¢ defined, Reg. 8300(1) 

¢ excluded from pension credit, Reg. 8301(4)(a), 
8301(5)(a), 8301(8)(e) 

¢ excluded from provisional PSPA, Reg. 8303(8) 

Excluded corporation 

¢ charities, non-qualified investment rules 


e¢ debt excluded from non-qualified investments, 
149.1(1)“non-qualified investment’’(a)(ii) 


°° defined, 149.1(1)“non-qualified investment’’(d)-(f) 
¢ refundable investment tax credit 
ee. defined, L27,1Q) 


*¢ excluded from additional credit, 127.1(2)“refundable 
investment tax credit”(a) pre-(f), 127.1(2.01) 


ee SRTC designation not allowed after June 15/84, 
194(4.2)(c) 

Excluded dividend (for Part VI.1 tax) 

¢ defined, 191(1), 191(4)(d) 

¢ excluded from dividend allowance, 191.1(2) 


¢ excluded from “excepted dividend” for Part IV.1 tax, 
187.1(d) 


¢ excluded from Part VI.1 tax, 191.1(1)(a)(i)-(iii) 

Excluded interest (in partnership) 

* defined, 40(3.15)-(3.18) 

* grandfathered from deemed-gain rules for passive part- 
nership interest, 40(3.1) 

Excluded obligation 

* re debt forgiveness 

ee defined, 80(1) 

** principal amount excluded from debt forgiveness 

rules, 80(1)“forgiven amount”B(j) 
** proceeds of disposition for debtor, 79(3)F(b)(iv) 


2740 


Index 


Excluded obligation (cont’d) 
* re flow-through shares 


oA apnatien to prescribed shares, nore 6202. 1(1)(b), 


*¢ deemed not to be a guarantee, security or similar in- 
demnity, Reg. 6202(1)(m.1) 


ee defined, Reg. 6202.1(5) 

*¢ excluded from limited partnership ‘at-risk rules, 
96(2.2)(d)(vii) 

** excluded from tax shelter at-risk adjustment, 
143.2(3)(b)(iv) 

¢ re non-resident withholding’ tax on interest 

ee defined, 214(8) 

e¢ sale of, by non-resident, 214(7) 

Excluded payment 

¢ defined, re indexed debt obligations, Reg. 7001(7) 

Excluded period 

* defined, re salary deferral arrangement, 6(13)(a)(ii) 

Excluded premium (re RRSP Home Buyer’s Plan) 

e defined, 146.01(1) 

¢e excluded from 

146.01(3)(a) 

Excluded production (re Canadian film/video credit) 

¢ defined, Reg. 1106(1) 

¢ excluded from Canadian film or video production, Reg. 

1106(3) 

Excluded property 

¢ debt forgiveness rules 

*¢ adjusted cost base of, not reduced, 80(9)-(11) 

ee defined, 80(1) 

¢ foreign affiliate, of 

e* accrued gains, included in FAPI, Reg. SAPTETS (DIY) 

ee defined, 95(1) 

¢¢ disposition of shares that are, 93(1.1) 


excluded from FAPI calculation, 95(1)“foreign 
accrual property income’B, E, 95(1)“relevant tax 
factor’(a) . 


net earnings from, Reg. 5907(1)(NGv) 

net earnings of foreign affiliate from, Reg. 

5907(1)@)G)(E) 

net loss from, Reg. 5907(1)(g)(iv) 

ss net loss of foreign affiliate from, Reg. 

5907(1)G)Gi)(D) 

ee of second affiliate, 95(2)(a)(@i)(D)CID 

ee — settlement of debt, gain or loss. relating to, 95(2)(i) 

ee _ share-for-share exchange rule inapplicable, 85.1(4) 

¢ mark-to-market transition. rules 

°° defined, Reg. 8102(1), 8104(1) 

* non-resident, of 

«©, defined, 116(6), Reg. 810 

°° excluded from disposition certificate requirements, 
116(1), (3), GS), G.1(a) 

* trust, of 

ee defined, 108(1) 

ee excluded from 21-year deemed disposition rule, 
104(4), (5.8), 104(6)(b)(i1) 

ee excluded from rule re disposition to non-residents, 
107(5) 

Excluded remuneration (re registered pension plan) 

e defined, Reg. 8503(14)(b) 

¢ excluded from pension adjustment, ‘Reg. 8503(14)(e) 

Excluded security (for debt forgiveness rules) 

¢ defined, 80(1) 


repayment of eligible amount, 


¢ excluded from rule where share issued in exchange for 
debt, 80(2)(g) 

Excluded. share 

¢ re foreign property rules for deferred income plans 

e¢ defined, 206(1) 

e* excluded from foreign property, 206(1)“foreign 

property’’(d.1) 

e re Part X tax on DPSPs 

ee defined, 204 

¢¢ excluded from equity share, zeit share”(a), (b) 


pi be ca trust 
. defined, .233.5(2) 


Excluded withdrawal (re RRSP Home Buyer? Ss So asiad 
* defined, 146.01(1) 

* not taxable, 146(8), (8.0L) 

¢ where individual dies, 146.01(6)(a) 


Exclusive economic zone 
¢ application of legislation to, Se urccsrn Act8(2.1) 
e defined, Interpretation Act 35(1) 


Executor 
* certificate required Be before distribution, 159(2) 
¢ withholding tax, liable for, DIF IS! 1)@) 


Exempt beneficiary 
¢ defined, 104(5.4) 
¢ election by trust as long as there exists, 104(5.3) 


Exempt capital gains balance (re flow-through entity) 

¢ after 2004, added to adjusted cost base, 53(1)(p) 

¢ defined, 39.1(1), (7) 

¢ used to reduce capital gain, 39.1(2)—(6) 

Exempt corporation , ‘see also Exempt person 

* becoming or ceasing to be exempt, 149(10) 

*¢ capital dividend account, 89(1.2) 

*¢ ceasing to be exempt, special rules, 149(1 1) 

ee deemed disposition/acquisition of depreciable prop- 
erty, 13(7)(f) 

ee loss carryover, restriction, 149(10)(c) (draft), (d) (to 
be repealed) 


* ¢ resource expenses, rules, 66.7(10) 

¢ no Part I.3 tax payable, 181.1(3)(c) 

¢ Parts IV, IV.1, VI and VI not applicable, 227(14) 

Exempt earnings (of foreign affiliate) 

¢ defined, Reg. 5907(1)(b) 

Exempt gains balance, see also Exempt capital gains bal- 

ance (re flow-through entity) 

¢ defined, 14(5) 

¢ effect of excessive election, 14(9) 

Exempt income 

e defined, 248(1) 

¢ under treaty, used in calculating clawback, Canada—U.S. 
Tax Convention Art. XXIV:10 

Exempt loss (of foreign affiliate) 

¢ defined, Reg. 5907(1)(c) 

Exempt partnership 

¢ defined, for resource allowance claims, Reg. 1206(1) 

Exempt person, see also Exempt corporation 

capital gains and losses, 40(2)(a)(i) 

exchanges of property, determination of gain, 44(7) 

no reserve for amount not due until later year, 20(8) 

obligation issued at discount by, 16(2), (3) 

partnership of, effect where taxable partner joins, 96(8) 

sale of Canadian resource property by, 66.6 
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Exempt person (cont'd) 
* share-purchase tax credit, 127.2(2) 


* tax on royalties paid to a government by, 208 
** exception — prescribed persons, Reg. 1216 


* U.S. charitable organization, Canada—U.S. Tax Conven- 
tion Art. XXI 


Exempt property 

¢ defined, Reg. 1100(1.13), (1.14) 

Exempt surplus (of foreign affiliate) 

¢ adjustment where gain deemed due to negative adjusted 
cost base, 93(1)(b)(ii) 

¢ deduction for dividend paid out of, 113(1)(a), 113(4), 
Reg. 5900(1)(a) 

¢ defined, 113(1)(a), Reg. 5907(1)(d) 

Exempt trust (re foreign reporting) 

¢ defined, 233.2(1) 


Exemptions, 81, 149 

* agricultural organizations, 149(1)(e), 149(2) 

* apportionment rule, 149(6) 

* Association of Universities and Colleges of Canada, 

149(1 )(h.1) 

basic, re minimum tax, 127.53 

benevolent or fraternal benefit society, 149(4) 
limitation, 149(4) 

benevolent society, 149(1)(k) 

boards of trade, 149(1)(e), 149(2) 

capital gains, 110.6, see also Capital gains deduction 

certificate, for non-resident withholding tax, 

212(1)(b)(iv), 212(14); ITAR 10(5) 

* chambers of commerce, 149(1)(e), 149(2) 

* charitable organizations, 149(2) 

* compensation by Federal Republic of Germany, 

81(1)(g) 
Crown corporations, 149(1)(d) 

* exception, 27(1), (2) 

education savings plan, payments from, 81(1)(0), (p) 

employee of foreign country, 149(1)(a) 
family and servants of, 149(1)(b) 

expenses of gaining exempt income not deductible, 

18(1)(c) 

fraternal benefit society/order, 149(1)(k) 

funeral arrangements, 148.1(2), 149(1)(s.1) 

general, 149 

general limitation, ITAR 31 

Governor General’s stipend, 81(1)(n) 

Halifax disaster pension, 81(1)(f) 

housing corporation, 149(1)(), 149(2) 

income from aircraft operated by non-resident, 81(1)(c) 

income from ship operated by-non-resident, 81(1)(c) 

insurer of farmers and fishermen, 149(1)(t), 149(4.2) 
limitation, 149(4.1) 

interest on certain bonds etc., 81(1)(m) 

labour organizations, 149(1)(k) 

master trust, 149(1)(0.4) 

mines, Reg. Part XIX [Revoked] 

municipal authorities, 149(1)(c) 

municipal corporations, 149(1)(d) 

mutual insurance corporations, 149(1)(m) 

Haasan corporation for scientific research, 149(1)(j), 

* non-profit organizations, 149(1)(1), 149(2) 

e* deemed trust, 149(5) 

* non-resident withholding tax, 212(1)(b)(iv), 212(14); 


e e e e e e 


ITAR 10(5) 
* pension corporation, 149(1)(0.1), (0.2) 
* pension trust, 149(1)(0) 
* personal, see Personal credits 
* personal injury award, income from, 81(1)(g.1), (g.2) 
* prisoners of war, compensation paid to, 81(1)(d) 
* prospecting, 81(1)(1) 
¢ provincial corporations, 149(1)(d) 
provincial indemnity, 81(1)(q) 
RCA trust, 149(1)(q.1) 
RCMP pensions, 81(1)(i) 
registered charities, 149(1)(f) 
* scientific research corporation (non-profit), 149(1)Q), 
149(2) 

¢¢ control, rules re, 149(8) 
ee rules as to income, 149(9) 
* service and other pensions, 81(1)(d) 
* service pension from other country, 81(1)(e) 
¢ small business investment corporation, 149(1)(0.3) 
* social assistance payments, 110(1)(f)(1) 
* societies, 149(1)(1), 149(2) 
e deemed a trust, 149(5) 

statutory, 81(1)(a) 

trust 
e deferred profit sharing plan, 149(1)(s) 
employees profit sharing plan, 149(1)(p) 
registered education savings plan, under, 149(1)(u) 
registered retirement income fund, 149(1)(x) 
registered retirement savings plan, 149(1)(r) 
¢ registered supplementary benefit plan, 149(1)(q) 
¢ vacation pay plan, 149(1)(y) 
* war savings certificate, 81(1)(b) 
¢ workers’ compensation, 110(1)(f)(ii) 
Exiting Canada, see Ceasing to be resident in Canada 


Expectation of profit 

¢ required for business deduction, 18(1)(h), 248(1)“per- 
sonal or living expenses” 

Expenditure 

¢ defined, for tax shelter investments, 143.2(1) 

e matchable, see Matchable expenditure 


Expenditure pool (re borrowings to make distributions) 
¢ defined, 20.1(8)(c), 20.1(9) 

Expenditure pool (re investment tax credit), see SR&ED 
qualified expenditure pool 

Expenses, see also Deductions in computing income 


¢ advertising in non-Canadian periodicals etc., not deduct- 
ible, 19 


¢ advertising on non-Canadian broadcast media, not de- 
ductible, 19.1 


¢ allowances for 
ee M.L.A.’s, 81(2) 
ee municipal officer’s, 81(3) 


* taxable, 6(1)(b) 
annual value of property, not deductible, 18(1)(d) 
appeal, of, 60(0) 
automobile of employee 

e — deductions allowed, 8(1)() 

e depreciation, 13(11) 

¢ away-from-home 

*¢ railway employee, 8(1)(e) 

¢ borrowing money, 18(11), 20(1)(e), 21 
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Expenses (cont’d) 


cancellation of lease, arabs for, 20(1)(z), (z. by 
limitation on deductibility, 18(1)(q) 
capital outlay, not deductible, 18(1)(b) 
clearing farm land, 30 
club dues, not deductible, 18(1)(1)(ii) 
commission agent’s, 8(1)(f), 13(11) 
automobile. or aircraft, 8(1)(), 89) 
certificate of employer, 8(10) 
construction’ of building or ownership of land, 
18(3.1)-(3.7) 
convention, 20(10) Lo 
development, see Canadian development expense 


drilling and exploration, defined, 66( a or ex- 
ploration expense’ 


election, tax credit for, 127(3)-(4.2) 
employee’s automobile or aircraft, 8(1)G),; 8Q) 


exploration, see Canadian exploration expense; Explora- 
tion and development expenses 


food, beverages, entertainment, see Entertainment ex- 
penses (and meals) 


general limitation, 67 
improving farm land, 30 
incurred to gain exempt income, not deductible, 18(1)(c) 
interest, 18(11), 20(1)(c), 20(3) 
borrowed money, on, 20(1)(c), 20(2) 
° used to acquire land, 18(3) 
capitalization of, 21(1) 
compound, 20(1)(d) 
paid to acquire land, 18(2) a 
paid to non-resident shareholder, 18(4)-(8) 
investigation of site, 20(1)(dd) 
“investment expense” defined, 110.6(1) 
issuing units, interests or shares, 20(1)(e) 
land drainage system, 30 
landscaping, 20(1)(aa) 
limitations on deductibility, 18(1) 
listing fee, 20(1)(g) 
meals, limitation, 8(4) 
medical, see Medical expenses 
mining taxes, 20(1)(v) 
moving, see Moving expenses 
objection or appeal, of, 60(0) 
apr duties of office or employment,, deduction, 
i) 
personal or living, not generally deductible, 18(1)(h) 
personal services business, limitation re, 18(1)(p) 
prepaid 
amalgamation, on, 87(2)(.2) 
limitation on deductibility, 18(9) 
printing financial report, 20(1)(g) 
reasonableness criterion, 67 
recreational facilities, 18(1)() 
relieving telegrapher or station agent, 8(1)(e) , 
representation, 20(1)(cc) 
deemed capital cost allowance, 13(12) 
election to defer, 20(9), Reg. 4100 
research and development, 37 
salesman’s, deduction, 8(1)(f) 
certificate of employer, 8(10) 
scientific research and experimental development, 37 
selling units, interests or shares, 20(1)(e) 
share transfer fees, 20(1)(g) 


taxes on unproductive land, not deductible, 18(2) 
tile drainage, 30 

transport employee’s, 8(1)(g) 

travelling, see Travelling expenses 

unpaid for more than 2 years, 78 

utilities service connection, 20(1)(ee) 

yachts, camps, clubs etc., no deduction, 18(1)(1) 
Exploration and development expenses 

¢ borrowing for, 21(4) 


¢ Canadian, see Canadian exploration and development 
expenses 


¢ foreign, see Foreign exploration and_ development 
expenses 


* joint exploration corporation, see Joint exploration 
corporation 


¢ limitation, 66(13) 

e recovery of, 59(3.2) 

*_ special product corporations, 66(2) 

¢ where change in control, 66(11), (11.3)-(11.5) 
Exploration and. development Brantss deductions, 
20(1)(kk) 

Exploration and development, shares, 
through shares 
° cost to taxpayer, 66.3(1)(a)(ili) 

¢ whether inventory, 66.3(1)(a)(ii) 
Exploration and drilling rights 

¢ amount deductible, ITAR 29(14), (15) 
¢ bonus payments, ITAR 29(21), (22) 
dealers in, limitation, 66(5) 
disposition of, ITAR 29(16)-(20) 
includes payments to preserve, ITAR 29(30) 
limitation, ITAR 29(13) 

Exporting resource, Reg. 1206(1) 


Expropriation 


* amount paid constitutes proceeds of. disposition, 
13(21)“proceeds | of disposition”(d), 54™proceeds of 
disposition” (d) 


e foreign assets, see Expropriation assets 
* resource properties, 59.1 
* rollover where property replaced, 13(4), (4.1), 44 


Expropriation assets 
¢ acquired from foreign affiliate, 80.1(4)—(6) 
* adjusted cost base of, 80.1(2)(b) 
¢ adjusted principal amount, 80.1(7) 
** currency in which computed, 80.1(8) 
* cost base, addition to, 53(1)(k) 
deductions from, 53(2)(n) 
¢ election re, 80.1(1), Reg. 4500 
* income from, computation of, 80.1(2)(a) 
* interest and capital amounts received at same time, 
80.1(3) 
e interest on 
election re, 80. 12) 
¢ sale of foreign property, for, 80.1 
Extended motor vehicle warranty 
¢ defined (insurance policy reserves), Reg. 1408(1) 
Extension of time 
¢ to file appeal 
by Tax Court;'167 
to file notice of objection 
¢ by Minister, 166.1 
e. by Tax Court, 166.2 


see also, Flow- 


e e e e 
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Extension of time (cont'd) 
e¢ deadline for requesting, 166.1(7)(a) 


* to file notice of qualified dependant for Child Tax Bene- 
fit, 122.62(2) 
¢ to file return, 220(3) 


Extinct shellfish, see Ammonite gemstone 
Eyeglasses, as medical expense, 118.2(2)(j) 


F 


FAPI, see Foreign accrual property income 
FEDE, see Foreign exploration and development expenses 
FMV, see Fair market value 

FTC, see Foreign tax credit 

FTS, see Flow-through share 

Facsimile machine, see Fax machine 


Factoring of accounts 


* income of foreign affiliate from, 95(1)“investment 
business” 


* * accounts arising in active business of related corpora- 
tion, 95(2)(a)(i11), Reg. 5907(1)(b)(iv)(B)(X) 

Failure to file return, see Returns: failure to file, penalty 

Failure to keep records, 230(3) 

Failure to remit withheld taxes, 227(9) | 

* penalty applicable only on amounts over $500, 227(9.1) 

¢ salary or wages, from, 227(9.5) 

Failure to withhold tax, 227(8) 

* assessment for, 227(10) 

¢ salary or wages, from, 227(8.5) 

Fair market value 

¢ cultural property, donated, 118.1(10) 

* inadequate considerations deemed to be, 69 

ee exceptions, ITAR 32 

* inventory property, of, 10(1), (4) 

* property of deceased, 70(5.3) 

* publicly-traded securities, ITAR 26(11) 

* resource output acquired from Crown, 69(9) 

* resource output disposed of to Crown, 69(8) 

e share 

ee disposed of on death, 70(5.3) 

ee foreign affiliate, of, ITAR 26(11.1), (11.2) 

*¢ that is not capital property, 112(4.1) 

* transfer at, to spouse or minor, 74.5(1) 

¢ trust for benefit of spouse, 70(8)(a) 

¢ \V-day election, Reg. 4700, Reg. Sch. VII 

‘Fairness package” (1991) 

¢ late elections, 220(3.2)—(3.7) 

* notice of objection 

ee filing deadline, 165(1) 

ee form of, 165(2) 

* reassessments after normal reassessment period; 
152(4.2), 164(1.5) 

* waiver of penalty and interest, 220(3.1) 

False statements or omissions 

¢ offence, 23941), (1.1) 

* penalty, 163(2) 

Family allowances see Child Tax Benefit 

Family farm corporation/partnership 

¢ farm property leased to 

ee transfer of, 70(9.8) 

* interest in partnership, defined, 70(10)“interest in a fam- 


ily farm partnership” 110.6(1) 
¢ share of capital stock of corporation, defined, 


70(10)‘‘share of the capital stock of a family farm corpo- 
ration” 110.6(1) 


e transfer of, 70(9.2), (9.3) 

** inter vivos, 73(4) 

Family law, see Province: laws of; Spouse 

Family Orders and Agreements Enforcement Assistance 


Act 


¢ Child Tax Benefit payments not garnishable under, 
122.61(4)(e) 


¢ disclosure of taxpayer information for purposes of, 
122.64(3) 

Family Support Plan 

¢ payroll deduction reduces source withholding, Reg. 
100(3)(d) 

So Credit Corporation, subject to tax, 27(2), Reg. 

Farm Income Protection Act, see also Net income stabili- 

zation account; NISA Fund No. 2 

* payment received under, taxable, 12(1)(p) 

¢¢ information return, Reg. 234-236 

¢ premium paid under, deductible, 20(1)(ff) 

Farm land, see also Farm property 

¢ addition to adjusted cost base, 53(1)(i) 

* improving, expenses deductible, 30 

* instalment on sale of, not considered payment from pro- 
duction, 12(1)(g) 

Farm loss 

* amalgamation, on, 87(2.1) 

¢ defined, 111(8)“‘farm loss’ (9), 248(1) 

¢ determination of, by Minister, 152(1.1), (1.2), (1.3) 

¢ drought, due to, see Drought region: prescribed 

¢ limitation on deductibility, 111(3) 

* partnership, from, 96(1) 

* reassessment, 152(6)(c) 

¢ reduction of, on debt forgiveness, 80(3)(b) 

e restricted, 31(1), (1.1), see also Restricted farm loss 

Farm property 

¢ disposition by partnership, 101 


¢ family farm corporation or partnership, transfer of, 
70(9.2) 

* investment tax credit, 127(9)“qualified property’’(c)(x) 
(to be repealed), 127(9)“qualified property’’(c)(i1) (draft) 

¢ eased, transfer of, 70(9.8) 

¢ qualified 

*¢ capital gains exemption, 110.6(2) 

ee defined, 110.6(1) 

¢ transfer of 

¢¢ from spouse’s trust, to children, 70(9.1) 

ee inter vivos, to child, 73(3) 

reserve, 44(1.1) 

ee to farmer’s child, ITAR 26(18), (19) 

on death, 70(9) 

*¢ to parent, 70(9.6) 

Farm quota 

* capital gains exemption, 
property’ (d) 

Farm risks 

¢ insurance of, 149(1)(t), 149(4.1) 


Farm support payments, 


110.6(1)“qualified farm 


see also Farm Income Protec- 
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Farm support payments (cont’d) 
tion Act 


¢ defined, Reg. 234(2) 

* information slips for payments under, Reg. 234—236 

Farmer . 

* averaging of income, 119 

ee surtax, 180.1 

* capital gain 

*¢ principal residence, exclusion of, 40(2)(c) 

* cash method of computing income, 28(1) 

* payment of tax, 155 

* payments to, income, 12(1)(p) 

* property transferred by, to child, 70(9) 

* transfer of farm property by, to child 

ee inter vivos, 73(3) 

Farming 

e business 

*e  cash-base method of calculation, 28 

e ceasing to carry on, 28(4), (4.1) 

e “expenses deductible, 30 

ee inventory 

acquisition of, 28(1.1) 

valuation of, 28(1.2), (1.3), Reg. 1802 

ee« losses, deduction for 

adjustment to cost base of land, 53(1)(i), 111(6) 

*¢ partnership, disposition of land used in, 101, 111(7) 

ee prepaid expenses, 28(1)(e), (e.1) 

¢ Canadian Wheat Board participation certificate, 161(5) 

* capital cost allowances, Reg. Part XVII 
crop insurance, see Farm Income Protection Act 
defined, 248(1) 
drought, sales during, see Drought region: prescribed 
farm loss, defined, 111(8) 
income deferred from destruction of livestock, 80.3 
inventory 

* acquisition of, 28(1.1) 

* amalgamation, on, 87(2)(b) 

¢ transfer to corporation, 85(1)(c.2) 

¢ valuation of, 28(1.2), (1.3), Reg. 1802 

*  winding-up, on, 88(1.6) 

e losses, deduction for, 31 

¢ reduction in basic herd, 29(2) 

ee election re, 29(1) 

¢ restricted farm loss, see Restricted. farm loss 

* stabilization payments and fees, 12(1)(p), 20(1)(ff) 

Fax machine 


e e e @ e e e e e e 


* capital cost allowance, Reg. 1101(5p), Reg. Sch. II:Cl. 


10(f) 
Feasibility study 
* re investigation of site, deductible, 20(1)(dd) 
Federal Court of Appeal 
* appeal to, 172(3), 180; ITAR 62 
*e¢ documents to be transferred, 176 
ee refusal or revocation of registration re, 180 
¢ defined, Interpretation Act s. 35(1) 
* proceedings in camera, 179 
Federal Court of Canada 
* registration of certificate re amount payable, 223(3) 
e¢ charge on land, 223(5), (6) 
Federal Crown corporation, see Crown corporation 
Federal government, see Government 


Federal-Provincial Fiscal Arrangements and Established 
Programs Financing Act ' 


* agreement under, 228 . 

Federal Republic of Germany 

* compensation paid by, exempt, 81(1)(g) 

Federal sales tax 

¢ refund of, taxable, 12(1)(x)(iv) 

Federal sales tax credit, see also Goods and services tax 
GST) 


Fees 

¢ directors, 6(1)(c) 

¢ included in income, 6(1)(c) 

* investment counsel, 20(1)(bb) 

e share transfer, deduction for, 20(1)(g) 
¢ withholding tax, 153(1)(g) 
Fellowship, see Scholarship 


Fence 
¢ capital cost allowance for, Reg. Sch. II:Cl. 6 
* in amusement park, CCA, Reg. Sch. II:Cl. 37 


Fibre optic cable leing 

* capital cost allowance, Reg. Sch. II:Cl. 42 

*¢ supporting equipment, Reg. Sch. II:Cl..3() 

Field processing, see Canadian field processing 

Fifth Supplement, see Revised Statutes of Canada, 1985 

(Sth Supp.) 

Filing deadlines 

*. agreement to transfer forgiven amount (debt forgiveness 
rules), 80.04(6)(a), 80.04(7) 

* annual returns, 150(1) 

¢ claims for SR&ED 

¢ deductions, 37(1), (8) 


¢ investment tax 
expenditure’’(c) 


designation to flow out capital gains from. trust, 
104(21)-(21.03) 
¢ discontinued business, Reg. 205(2) 
election to trigger capital gains exemption, 110.6(24) 
* revocation or amendment, 110.6(25), (27) 
* expiring on Sunday or holiday, Interpretation Act s. 26 
¢ extension by Minister, 220(3) 
¢ information returns (T4, etc.), Reg. 205(1) 
ee distribution from foreign trusts, 233.5(1) 
¢e° foreign affiliates, 233.4(4) 
ee¢ foreign property, 233.3(3) 
*¢ payments to non-residents, Reg. 202(7), (8), 203(2) 
ee — registered pension plan, Reg. 8409 — 
¢* transfer of property to foreign trust, 233.2(4)(d), (e) 
¢ preferred beneficiary election, 104(14)—(14.02) 
¢ section 85 rollover, 85(6), (7) 
Filing-due date, 150(1) 
¢ defined, 248(1) 
Filing electronically, 150.1 


credits, 127(9)“qualified 


Film, see Motion picture film 
Film agency 


¢ prescribed person for. Canadian film/video tax credit, 
Reg. 1106(7) 


Film credit, see Canadian film or video tax credit 
Film property 
¢ defined, for minimum tax purposes, 127.52(3) 
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Filter 

* air or water, medical expense credit, Reg. 5700(c.1) 
Financial aid, see Assistance/government assistance; 
Reimbursement 

Financial difficulty (taxpayer in) 

¢ debt forgiveness reserve for insolvent corporation, 61.3 


* replacement obligations, exemption from non-resident 
withholding tax, 212(3) 


¢ share, 248(1)“term preferred share’’(e), 
tress preferred share 


¢ small business bond, 15.2 
* small business development bond, 15.1 


see also Dis- 


Financial institution, see also Bank; Insurance corpora- 
tion; Investment dealer; Moneylender; Restricted financial 
institution 
* amalgamation of, 87(2)(g.2) 
¢ bad debt deduction, 20(1)(p)(ii) 
¢ becoming, 142.6(1)(a), (b) 
ceasing to be, 142.6(1)(a), (c) 
debt obligation owned by, see Specified debt obligation 
defined 
¢ for financial institutions capital tax, 190(1) 
¢ for Large Corporations Tax, 181(1) 
¢ for mark-to-market rules, 142.2(1) 
¢ for stop-loss rules, 112(6)(c), 142.2(1) 
dividends received by 
¢ mark-to-market property, 112(5)-(5.2) 
ineligible for election to treat Canadian securities as 
capital property, 39(5)(b) 
interference with remittance of tax, 227(5.2)-(5.5) 
(draft) 


¢ mark-to-market property, see Mark-to-market property; 
Specified debt obligation 


* net reserve adjustment [pre-1993], 12.3, 20(26) 
e Part 1.3 tax, 181.3 
¢ Part VI tax, 190.1—190.21 


* administrative provisions, 190.2—190.211 
¢ calculation of, 190.1—190.15 
oe" CLEGit TOL” LZ rz 
*¢ deductible in computing branch tax liability, 
219(1)(e) 


unused, reassessment re, 152(6)(e) 

ee instalments, 157(1), (2) 

*¢ life insurers, temporary tax on, 190.1(1.1) 

ee rates, 190.1(1) 

*¢ short taxation year, 190.1(2) 

* prescribed, see also International banking centre 
ee for financial institutions capital tax, Reg. 8604 


*¢ for foreign affiliate rules, 95(2)(a.3), 95(2.5)“speci- 
fied deposit” Reg. 7900 - 

* for foreign currency deposits, no withholding tax, 
212(1)(b)(i11)(D), Reg. 7900 

ee return and information return by, 212(18) 

* remittance of tax through, 229 [repealed] 

*¢ by large employers, required, 153(1), Reg. 110 

* reserve for doubtful debts, 20(1)(1)(ii) 

restricted, see also Restricted financial institution 


* election by mutual fund/investment corporation to 
not be, 131(10) 


*¢ receiving dividends on taxable RFI shares 


° 


eee information return, 187.5 
cee partnerships, 187.4 
coe tax payable, 187.3(1) 


time of acquisition of share, 187.3(2) 


* software development by, no R&D credits, 248(1)*sci- 
entific research and experimental development” 


* specified 

e¢ defined, 248(1) 

e« dividends received by, 112(2.1), (2.2) 

** guarantee agreement re shares, 112(2.2) 

¢¢ related corporations, 248(14) 

* superficial loss of, 18(13)-(16), 142.6(7) 

¢ windup of, see Winding-up: financial institution 
Financial intermediary corporation, defined, 191(1) 
Financing fees 

* deduction for, 20(1)(e), (e.1) 

¢ election to capitalize, 21 

Fine, see Offences 


Fire alarm indicator 

¢ visual, for the hearing impaired, medical expense credit, 
Reg. 5700(q.1) 

Firemen, volunteer, allowance not income, 6(1)(b)(vili) 

First-term shared-use-equipment, for R&D investment 

tax credit 

¢ defined, 127(9) 

First-year rule, depreciable property, Reg. 1 100(2)-(2.4) 

Fiscal period 

¢ business, of, 11(2) 

* change of control, on, 249(4)(d) 

¢ defined, 249.1 

*¢ of partnership, 249(2)(b) 

* election for non-calendar year, 249.1(4), (5) 

*¢ annual income inclusion where election made, 34. | 

¢ election on termination of proprietorship, 25 

* member of terminated partnership 

e¢ election re, 99(2)-(4) 

¢ reference to, 249(2), (3) 

Fishing 

¢ business 

*¢ cash method, 28(1) 

ee loss from, constitutes farm loss, 

loss” A(a)(i) 
* cod compensation, see compensation programs (below) 
* compensation programs 


*¢ payments received under, taxable, 56(1)(a)(v1), Reg. 
5502(c) 


withholding of tax at source, 153(1)(m), Reg. 

5502(c) 

*¢ repayment of benefits, deductible, 60(n)(ii.1) 

¢ defined, 248(1) 

* expedition, by Revenue Canada, 231.2(3) 

* income from 

*¢ averaging, before 1992, 119 

*¢ election re source deductions, Reg. 105.1 

*¢ instalments and payment of balance, 155 

* insurer exempt, 149(1)(t) 

* not eligible for manufacturing & processing credit, 
125.1(3)“manufacturing or processing’’(a) 

* property 

** investment tax credit, 127(9)“qualified _prop- 

erty’(c)(x) (to be repealed), 127(9)qualified prop- 

erty (c)(ii) (draft) 


*° owned since before 1972, capital cost allowance, 
Reg. 1700-1704 


¢¢ when available for use, 13(27)(g) 


111(8)“farm 


eee 
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Fishing (cont'd) 
e vessel 


*¢ capital cost allowance, Reg. 1100(1)(), 1101(2a), 
Reg. Sch. II:Cl. 7 


*¢ leased to controlled corporation, investment tax 
credit, 127(9)“qualified property’’(d)(iv) 

Fishing expedition, 231.2(3) 

Fixed-dividend share 

* interest paid on money borrowed to purchase, 20(1)(qq) 

Fixed payment obligation 

¢ defined, Reg. 9100 

Flow-through 


* adjusted cost base of option, to share, partnership inter- 
est or trust interest, 49(3.01) 


* Canadian development expense, to 
66(12.62) 


¢ Canadian exploration expense, to shareholder, 66(12.6) 


¢_Canadian oil and gas property expense, to shareholder, 
66(12.64) ‘ 


* corporate income to shareholder, see Integration 
* corporation’s capital gain, untaxed portion, 83(2) 
¢ death benefit, through trust or estate, 104(28) 

* entity, see Flow-through entity 


shareholder, 


intercorporate dividends, 82(1)(a)(ii)(A), 112(1) 
investment tax credits on windup, 88(1)(e.3) 
mining reclamation trust income to beneficiary, 107.3(1) 
aid-up capital deficiency, on conversion of shares, 
51(3), 86(2.1) 
partnership income to partner, 96(1) 
e limited to amount at risk, 96(2.1)-(2.7) 
shares, see Flow-through shares 
trust capital gains to beneficiary, 104(21) 
trust income to preferred beneficiary, 10414) 
trust pension benefits to beneficiary, 104(27) 
Flow-through entity (re capital gains exemption) 
¢.-adjusted cost base, addition to 
ee after 2004, 53(1)(p) 
e*¢ before 2005, 53(1)(r) 
* amalgamation of, 87(2)(bb.1) 
¢ defined, 39.1(1) 


e e e a e e 


distribution of property to beneficiary, 107(2.2) 
reduction in capital gain, 39.1(2)-(6) 
sale of interest in, 39.1(7) 
Flow-through shares, 66(12.6)—(12.75) 
amalgamation, effect of, 87(4.4) 
cost of, 66.3(3) 
defined, 66(15), 248(1) 
information return, Reg. 228 | 
interest on renunciation for previous year, 211.91(1) 
mining exploration expenses in first 60 days of year, 
66.1(8) 
¢ not “tax shelter’, 237.1(1) 
¢ one-year look-back rule, 66(12.66)(a.1), 211.91 
¢ paid-up capital, 66.3(4) 
* prescribed, Reg. 6202.1 
¢ renunciation, 66(12.6), (12.62), (12.64) 
*« Canadian development expenses, 66(12.601), (12.62) 
conversion to CEE, 66(12.601), (12.602) 
e« Canadian exploration expenses, 66(12.6) 
e* Canadian oil and gas property expenses, 66(12.64) 
ee expenses in first 60 days of the year, 66(12.66) 
e« member of partnership, by, 66(19) 


** mining properties excluded, 66(12.62)(b.1) 
°** restrictions, 66(12.67), (12.71), (19) 

¢ selling instrument 

e* defined, 66(15) 

ee filing of, 66(12.68) 

ee jate filing, 66(12.74), (12.75) 
Fluctuations in currency, see Foreign exchange 


Food, see also Entertainment expenses (and meals); Meals 
¢ delivered after the end of the year, reserve for, 20(6) 


Football players, see Athlete 


Fondaction 

* prescribed as labour-sponsored venture capital corpora- 
tion, Reg. 6700(f), 6701(g) 

Foreclosure, see Surrender: of property to creditor 

Foreign accrual property income 

¢ defined, 95(1), 95(2) 

¢ definitions, 95(1), (4) 

* foreign affiliate purchasing goods for use in Canada, 
95(2)(a.1) 

* included in income, 91(1) 

e insurance of risks in Canada, 95(2)(a.2) 

¢ trusts, 94(4) 

Foreign accrual tax 

¢ deduction from income, 91(4) 

¢ defined, 95(1) 

Foreign affiliate, see also Controlled foreign affiliate 

* active business income, 95(2)(a), Reg. 5907(2)-(2.6) 

* assets acquired from 

ee as consideration for settlement of debt, 80.1(5) 

ee as dividend in kind, 80.1(4) 

*¢ on winding-up, 80.1(6) 

* becoming resident in Canada, 128.1(1)(d) 

¢ benefit to shareholder from, 15(2)-(2.6), (7) 

* capital gains 

e* election re, Reg. 5902 

¢ capital gains and losses, 95(2)(f) 

ee currency fluctuation, from, 95(2)(g), (h) 

* carrying on business in a country, Reg. 5906 

* consolidated groups’ liabilities, Reg. 5907(1.1) 

* controlled, defined, 95(1)“controlled foreign affiliate” 

* currency dealings of, 95(2.3), (2.5)“indebtedness” 


¢ deductible loss, 95(1)“foreign accrual property in- 
come’ F, Reg. 5903 


defined, 95(1), 248(1) 

¢ definitions, Reg. 5907 

¢ disposition of shares of 

ee election re capital gains on, 93(1) 

ee loss on, 93(2), (4) 

ee  share-for-share exchange, 85.1(3), (4) 

¢ disposition of shares of another foreign affiliate, 
95(2)(c) 

¢ dissolution of, 88(3), 95(2)(e), (e.1) 

¢ dividends from, 20(13), 95(1), 113(1), Reg. 5900 

¢ “earnings” of, Reg. 5907(1)(a) 

¢ “excluded property” 

ee debt related to, gain or loss on settlement of, 95(2)(i) 

ee defined, 95(1) 

¢ “exempt earnings” 

ee defined, Reg. 5907(1)(b) 

ee listed countries re, Reg. 5907(11)-(11.2) 


e 
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Foreign affiliate (cont'd) 


“exempt loss” 

defined, Reg. 5907(1)(c) 

listed countries re, Reg. 5907(11)—(11.2) 
“exempt surplus” defined, Reg: 5907(1)(d) 
foreign accrual property income of, defined, 95(1) 
“foreign accrual tax” defined, 95(1) 
income bonds or debentures issued by, 95(5) 


income derived from indebtedness, 95(2)(a.3), 95(2.4), 
(2.5)“indebtedness” 


income from services, 95(2)(b) 
“services” defined, 95(3) 
information return re, 233.4 
insurer ; 
income of, 95(1)“investment business” 95(2)(a.2) 
policy reserves, Reg. 1402(2) 
investment business of, see Investment business 
liquidation of, 95(2)(e.1) 
merger of, 87(8), (8.1), 95(2)(d), (d.1) 
“net earnings” defined, Reg. 5907(1)(f) 
“net loss” defined, Reg. 5907(1)(g) 
“net surplus” defined, Reg. 5907(1)(h) 
participating percentage, Reg. 5904 
partnership interest 
adjusted cost base of, 95(2)(j) 
qualifying interest in, see Qualifying interest (in respect 
of foreign affiliate) 
regulations, Reg. Part LIX 
“relevant cost base” of property, 95(4) 
“relevant tax factor” defined, 95(1) 
reporting requirements, 233.4 
residence of, Reg. 5907(11.2) 
second affiliate, 95(2)(a)(11)(D), Reg. 5907(2.8) 
settlement of debt, gain or loss from, 95(2)(1) 
share of 
adjusted cost base, 92 
° amalgamation, on, 87(2)(u)(i) 
amount included in income re, 91(1) 
° reserve where foreign exchange restriction, 91(2) 
disposition of, 85.1(3), (4) 
election re disposition, 93(1), (1.1) 
° late filed, 93(5) 
° penalty, 93(6) 
° special cases, 93(5.1) 
° unpaid balance of penalty, 93(7) 
exempt dividends, 93(3) 
° on amalgamation, 87(2)(u)(ii) 
fair market value, ITAR 26(11.1); (11.2) 
issued to avoid tax, deemed not issued, 95(6)(b) 
loss limitation on disposition of, 93(2), (3), (4) 
participating percentage of, defined, 95(1)“participat- 
ing percentage” 
special rules, Reg. 5905 
start-up rule, for non-active business, 95(2)(k) 
stock dividends from, 95(7) 
surplus distributions 
order, Reg. 5901 
“surplus entitlement percentage” defined, 95(1) 
tax, see Foreign taxes 
“taxable earnings” defined, Reg. 5907(1)(i) 
“taxable loss” defined, Reg. 5907(1)j) 
“taxable surplus” defined, Reg. 5907(1)(k) 
taxation year, 95(1) 


* taxpaying affiliates’ losses, Reg. 5907(1.2) 

¢ third affiliate, 95(2)(a)(ii)(D), Reg. 5907(2.8) 

* transitional rules re 1972, ITAR 35 

¢ “underlying foreign tax” defined, Reg. 5907(1)() 

¢ “underlying foreign tax applicable” defined, Reg. 
5907(1)(m) 

¢ “whole dividend” paid, Reg. 5907(1)(a) 

Foreign assets 

* reporting of, to Revenue Canada, 233.3 

Foreign bank 

¢ defined 

re FAPI, 95(1) 

re international banking centre, 33.1(1) 

¢ fund deposited with, reporting requirement, 233.3 

Foreign-based information or document 

¢ defined, 231.6(1) 

* requirement to provide, 231.6(2) 

consequence of non-compliance or incomplete com- 

pliance, 231.6(8) 

notice of, 231.6(3) 

review of, 231.6(4)-(6) 

time during review not to count, 231.6(7) 

¢ tax shelter investment, effect on, 143.2(13), (14) 

Foreign broadcasting undertaking 

¢ defined, 19.1(4) 

¢ no deduction for advertisement broadcast to Canadian 
market by, 19.1(1) 

Foreign business 

e defined, for FAPI rules, 95(2)(k) 

Foreign business corporation 

¢ deemed resident in Canada, 250(4)(b) 

¢ defined, 213(3) 

¢ no withholding tax on dividend from, 213(1) 


Foreign corporation, see Foreign affiliate; Non-resident 


Foreign country, see Foreign government; Prescribed 
countries 


Foreign currency, see Foreign exchange 


Foreign exchange 
* adjustment, re specified debt obligation, Reg. 9104 


¢ calculation of income where foreign assets expropriated, 
80.1(8) 


¢ debt obligation denominated in 


°° application of debt forgiveness rules, 80(2)(k), 
80.01(11) 

surrender of property to creditor, calculation of. pro- 
ceeds, 79(7) 

¢ fluctuations in 

*¢ capital gain or loss, 39(2) 

debt parking and statute-barred debt rules to be ig- 
nored, 80.01(11) 


foreign affiliate’s capital gain or loss from, 95(2)(g), 
(h) 


ignored in determining employee stock option deduc- 

tion, 110(1)(d)(iii) 

ian or lending asset, 248(1)“amortized cost’(c.1), 
1) 

specified debt obligation of financial institution, 

142.4(1)“tax basis’ (f), (0) 

* income in blocked currency, waiver of interest on tax, 

161(6) 
¢ restriction, reserve where, 91(2), (3) 


Foreign exploration and development expenses, see also 
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Foreign exploration and development expenses (cont’d) 
Exploration and development pani Resource expenses 


* borrowed money 

** capitalization of interest, 21(2), (4) 
eee reassessment, 21(5) 

¢ deduction for, 66(4) 

*¢ short taxation year, 66(13.1) 

¢ defined, 66(15) 

¢ limitation, 66(12.4) 

¢ reduction of, on debt forgiveness, 80(8)(e) 
* short taxation year, 66(13.1) 

* successor corporation, rules, 66.7(2) 

*¢ application, 66.6(1) 

¢ where change in control, 66(11), (11.3) 
Foreign government, see also United States 
¢ bonds of, eligible for RRSP investment, Reg. 4900(1)(0) 


¢ employees of, exempt, 149(1)(a), Canada—U.S. Tax 
Convention Art. XIX, XXVIII 


* expropriation by, 80.1 


* social security plan of, excluded from RCA, Reg. 
6802(g) 


¢ specified debt obligation of 


ee excluded from mark-to-market rules, 142.2(1)“mark- 
to-market property’’(e) 


°° owned by bank as ‘specified debt obligation, 
142.6(4)(a)(ai) 

° » tax paid to, see Foreign tax credit; Foreign taxes: 

Foreign immigration trust 

¢ five-year exemption, 94(1)(b)G)(A)CID 

Foreign income 

e Canadian resident, generally taxable, 3(a) 

¢ employment, tax credit for, 122.3 

¢ foreign affiliate, of, see Foreign accrual property income 

* non-resident, not taxable, 115(1) 

¢ taxed by foreign country, see Foreign tax eS: 


Foreign insurance subsidiary 

¢ defined, Reg. 8605(4) 

Foreign investment income 

¢ defined, 129(4) 

¢ refund to private corporation in respect of, 129(1), (3) 

‘Foreign merger” defined, 87(8.1) 

Foreign Missions and International Organizations Act 

* employment income from international organization, tax 
credit, 126(3) . 

Foreign mutual fund trust 

* exemption from reporting requirement, 233.2(1)“exempt 
trust’’(c) 

* reporting requirement, 233.3 

Foreign non-profit organization 

° defined, Reg. 6804(1) 

Foreign plan (pension plan) 

* contributions made to, Reg. 6804(4)— (6). 

¢ defined, Reg. 6804(1), 8308.1(1) 

¢ electing employer with respect to, Reg. 6804(2), (3) 

¢ PSPA of, Reg. 8308.1(5), (6) 

e« information return, Reg. 8402(2) 

* pension adjustment, prescribed amount, Reg. 8308.2 

* pension credit of, Reg. 8308.1(2)-(4) 


Foreign policy loan, defined, Reg. 2405(3) 
Foreign property, 206, Reg. Part L, see also Foreign re- 


porting requirements 

¢ acquired by certain trusts, tax re, 205-207 

* acquired in non-arm’s length transaction 

*e | consideration deemed to be fair market value, 206(4) 
¢ deferred income plans, Reg. 5000 

¢ defined, 206(1), Reg. 5000(7) 

¢ held in certain trusts, Reg. 5000 

¢ information return, Reg. 222 


e¢ — by corporation claiming not to be (for RRSP etc. in- 
vestments), Reg. 222 


ee investments in foreign property, 233.3 

e sale of, expropriation assets for, 80.1 

* security becoming, due to reorganization, 206(3.1) 
¢ substantial-Canadian-presence rule, 206(1.1)(d) 


Foreign reporting requirements, 233.1—233.7 
¢ foreign affiliates, 233.4 

e foreign property, 233.3 

¢ foreign trusts 

ee distributions from, 233.5 

ee indebtedness to, 233.5 

ee transfer of property to, 233.3 

* transactions with related non-residents, 233.1 


Foreign resource expenses 
¢ reduction of, on change of control, 66.7(13) 


Foreign resource property 

* acquisition of; rules, 66.7(8) 

* amount designated re 

ee “outlay” or “expense”, Seka 

e defined, 66(15) 

¢ disposal of, effect on successor rules, 66.7(15) 
disposition of, 59(1) 

* no capital gain, 39(1)(a)(i.1) 

* no capital loss, 39(1)(b)(@i) 
“eligible property” for transfer to corporation by share- 
holder, 85(1.1)(d) 

* non-successor acquisitions, 66.7(16) 

* original owner, defined, 66(15) 

* predecessor owner, defined, 66(15) 

¢ proceeds of disposition, 59(1) 

* production from, defined, 66(15)“production”’ 

* reserve amount, defined, 66(15) 

¢ rules for trusts, 104(5.2) 

¢ successor rules, 66.7(15) 


Foreign retirement arrangement 

* amount credited to, exempt, 81(1)(r) 

* ‘benefit to trust, flow-through to beneficiary, 104(27) 

¢ defined, 248(1), Reg. 6803 

¢ eligible amount, 60.01 

e excluded from reporting requirements, 233.2(1)* exempt 
trust’’(a),’ 233.3(1)“specified foreign property’’(n), 
233.5(2)(a) 

¢ excluded from various trust rules, 108(1)“trust’(a) 

¢ exclusion from foreign accrual rules, 94(1)(b)G)(E) 

* income earned in account, exempt, 81(1)(r) 

¢ Individual Retirement Account (U.S.), Reg. 6803 

¢ lump-sum transfer, 60(j)(i), 60.01 

ee ermitted in computing adjusted taxable income; 

127.52(1)(a)Gi)(B) 

* payment out of 

ee eligible for transfer to RRSP, 60(j)(ii), 60.01 

ee. included in income; 56(1)(a)(G)(C.1) 

* prescribed plan or arrangement, Reg. 6803 
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Foreign tax credit, |26 

* addition to taxable income in respect of, 110. 5 

* change in, reassessment within 6 years, 152(4)(b)(iul) 
¢ deduction for specified capital gains, and, 126(5.1) 

¢ deduction from income, 20(11), 91(4) 

¢ deduction from Part I.1 surtax, 180.1(1.1) 

* deduction from tax, 126 

e additions for, 110.5 

** calculated separately for each foreign country, 126(6) 
e definitions, 126(7) 

*¢ non-resident, 126(2.2) 

¢ deemed tax on income or profits, 126(5) 

* employees profit sharing plan, deduction, 144(8.1) 

* minimum tax, 127.54 

¢ non-business income tax, .20(12) 

* not deductible by life insurer, 138(5.1), (8) 


* overseas employment tax credit and, choice between, 
126(1)(b)(i) 


¢ payable, adjustment, 161(6.1) 

* portion of foreign tax excluded, 126(4) 

* special, for minimum tax purposes, 127.54 

¢ tax deemed income or profits tax, 126(5) 

¢ trust, deduction for, 104(22)—(22.4) 

e U.S. estate taxes, Canada—U.S. Tax Convention Art. 
XXIX B:6, (7) 

* unused 

** carryover on amalgamation, 87(2)(z) 

*¢ defined, 126(7)*unused foreign tax credit” 

** overpayment of tax as consequence of, 164(5), (5-1) 

** reassessment, 152(6)(c.1) 

ee rules re, 126213) 

Foreign taxes 

¢ additional, or reimbursement of 

** reassessment within 6 years, 152(4)(b)(iv) 

* credit for, see Foreign tax credit 

e deduction for, 20(11), (12) 

Foreign trust, see Offshore trust; Trust (or estate): non- 

resident 

Foreign vendor 

* capital gain strip where gain exempted by treaty, 
55(3.1)(b) [temporary] 

Forfeited amount, defined, 147(1) 


Forfeiture 
* under deferred profit sharing plan, 201 _ 
Forgiven amount (re settlement of debt) 


* deemed where amount designated following debt for- 
giveness, 80.03(7)(b)(ii) 


e defined, 6(15.1), 15(1.21), 80(1), 80.01(1), 80.03(1)(a), 
80.04(1) 


* transfer of, under agreement, 80.04(4) 

Forgiveness of debt, see Debt forgiveness 

Form(s) 

* prescribed or authorized 

*¢ defined, 248(1)"prescribed” 

** deviations acceptable, /nterpretation Act s. Bat 

** proof of, 244(16) 

* waiver of requirement to file, 220(3.1) 

Former Act (pre-1972), references to 

. ee 11(1)(a), capital cost allowance, ITAR 20(5)(b)(ii), 
58(5) 


* paras. 11(1)(g), (h), (i), pension plan contributions, 
ITAR 65(2)(b) 


¢ subsec. 17(1), inadequate considerations, ITAR 32 

* subsec. 20(6), deemed capital cost, ITAR 20(5)(a)(ii) 

* subsec. 67(1), personal corporations, ITAR 57(9)(b) 

* s. 68, personal corporations, ITAR 57(11) 

* subsec. 79B(5), registered retirement sayings plans, 
ITAR 65(2)(c) 

¢ subsec. 79C(7), deferred profit sharing plans, ITAR 
65(2)(d) 

¢ s. 851, amalgamations, ITAR 34(7), 40(6)(a)(ii) 

e subsecs. 85I(1), (2), amalgamations, ITAR 34(1) 

¢ Part II, tax on undistributed income, ITAR 66(1), (2) 

. a IID, special refundable tax, ITAR 67(1), (2), (4), 
(5) 

e Part IV 

*¢ continued in force, ITAR 14 

*¢ references to, how construed, ITAR 16 

¢ Part VII 

*¢ continued in force, ITAR 15 

ee references to, how construed, ITAR 16 

Former business property 

* amalgamation, effect of, 87(2)(1.3) 

¢ defined, 248(1) 

¢ disposition of, 44(1), (6) 

Former employee 

* amount received from employer, whether taxable, 6(3) 

* stock option agreement, taxable benefit, 7(4) 

Former limited-recourse indebtedness (tax shelter 

investment) 

¢ defined, 143.2(10) 

Former property, see also Exchanges of property; For- 

mer business property 

¢ defined, 13(4), 44(1) 

Former spouse, defined, 252(3) 


Formulas 

* negative amounts in, 257 

Forward averaging, see also Averaging of income; In- 
come-averaging annuity contract 

* accumulated averaging amount, defined, 110. 4(8) 
¢ addition to tax, 120.1(2) 

* change of province of residence, 120.1(3) 

¢ death of taxpayer, 110.4(4) 

¢ election, 110.4(2) 

ee revocation of, 110.4(6.1) 

* non-resident, in year of death, 120.1(6), (7) 

¢ rules applicable, 110.4, 120.1 

* tax credit and addition, 120.1 

¢ year of death, 120.1(2) 

Fossilized shellfish, see Ammonite gemstone 


Foster child 

* payment relating to, exempt, 81(1)(h) 

Foundation, see Charitable foundation: Private foundation; 
Public foundation 

Fractional share 

* is a share, 248(1)“share” 

Franchise 

° von cost allowance, Reg. 1100(1)(c), Reg. Sch. II:Cl. 


* payment to U.S. resident on connection with, Can- 
ada—U.S. Tax Convention Art. XII:3(c) 


¢ relationship not considered control, 256(5:1) 
* representation expenses, 13(12), 20(1)(cc), 20(9) 
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Fraternal benefit society/order 

* exemption, 149(1)(k) 

Fraud, justification for reassessment, 152(4)(a)(i), 152(5) 

Freight haulage trucks and tractors 

* capital cost allowance, Reg. Sch, II:Cl. 16(g) 

Freshwater Fish Marketing Corporation, subject to tax, 

27(2), Reg. 7100 

Friesen decision overruled, 10(1.01) 

Frontier exploration 

¢ allowances, Reg. 1207 

* prescribed area, Reg. 1215 

Frontier exploration base 

* expenses added to 

** amounts receivable, portion included in income, 

59(3.3)(e) 

Fruit growing, constitutes farming, 248(1)‘farming” 

Fuel tax rebate 

¢ 10 x inclusion, 12(1)(x.1) 

* abatement of prior years’ losses, 111(10), (11) 

¢ amalgamation, on, 87(2)(uu) 

* interest on prior year’s return not to be paid, 
161(7)(a)(vili) 

¢ windup, on, 88(1)(e.2) 

Funeral or cemetary services, see also Eligible funeral 

arrangement 

e defined, 148.1(1) 

* provision of under eligible funeral arrangement, 
148.1(2)(b)G@) 

Funeral services, see also Eligible funeral arrangement 

¢ defined, 148.1(1) 

* provision of under eligible funeral arrangement, 
148.1(2)(b)(i) 

Fur farming, 248(1)“farming” 

Furnace 

¢ electric or sealed combustion, medical expense credit, 
Reg. 5700(c.2) 

Furniture 

¢ antique, whether CCA allowed, Reg. 1102(1)(e) 

* capital cost allowance, Reg. Sch. II:Cl. 8(i) 

Future obligations, see also Reserve 

¢ deduction for amount paid, 20(24) 


G 


GAAP, see Generally accepted accounting principles 
GAAR, see General anti-avoidance rule 


GSRA, see Government: 
arrangement 


GST, see Goods and services tax (GST) 

Gagnon case overruled, 56(12) 

Gains, see Capital gain; Capital loss; Capital gains and 

losses 

Gallantry Awards Order Statute 

e amount received under, exempt, 81(1)(d) 

Gambling losses, Canada—U.S. Tax Convention’ Art. 

XXIL:3 

Game show 

¢ ineligible for Canadian film/video credit, Reg. 
1106(1)“excluded production’’(b) 

Garnishment for taxes unpaid, 224 

¢ binding on federal and provincial governments, 224(1.4) 


-sponsored retirement 


¢ enhanced, 224(1.2) . 

¢ failure to comply with order, 224(4), (4.1) 

* prevented while objection or appeal underway, 225.1 

¢ salary or wages, 224(1) 

¢ “super” garnishment priority over secured creditors, 
224(1.2) 

Garry Bowl Ltd. case overruled, 152(1.1) 

Gas, natural, see Petroleum/natural gas 


Gas manufacturing/distributing equipment 

¢ capital cost allowance, Reg..Sch. Il:Cl. 1(n), Sch. If:Cl. 
2(d) 

Gas or oil well equipment, Reg. 1104(2), Reg. Sch. I:Cl. 

10Q) 

Gasoline expense 

¢ automobile, see Automobile: operating costs 


Gaspé Peninsula 

¢ defined, 127(9) 

¢ prescribed area, for electrical energy or steam process- 
ing, 127(9)“qualified property’’(c.1) 

¢ prescribed designated region, 127(9)“specified percent- 
age’’(a)(vi), Reg. 4607 

¢ qualified property acquired for use in, 127(9)“specified 
percentage”’(a), (e) 

Gemstones, see also Listed personal property 

* ammonite, see Ammonite gemstone 


General amending provision 

¢ of insurance policy, defined, Reg. 1408(1) 
General anti-avoidance rule, 245 

¢ application of rule, 245(2), (4) 

* avoidance transaction, defined, 245(3) 


e determination of amounts following assessment; 
152(1.11),:(4:12) 


¢ determination of tax consequences, 245(5) 

e tax benefit, defined, 245(1) 

* tax consequences, defined, 245(1) 

General procedure appeals, 175 

General-purpose electronic data-processing equipment 

* capital cost allowance, Reg. Sch. II:Cl. 10() 

e defined, Reg. 1104(2) 

Generally accepted accounting principles 

* in computing income from business or property, 9(1) 

¢ in determining adjusted equity, 20.2(2) 

Generating equipment 

¢ capital cost allowance, Reg. 1100(1)(t), (ta), Reg. Sch. 
I:Cl. 1(k), Sch. If:Cl. 1(m), Sch. If:Cl. 2(a), Sch. I:Cl. 
2(¢); sch: I:Cl; 8), Sch, TCI, 8@),.. sch, II:Cl. 9(a), 
Sch, Ih: 9(e),- Sch: I-Cl. 9), Sch. U:Cl. 29, Sch. 
IE:Cl. 34, Sch. I:Cl. 40 

Genstar trusts 

* anti-avoidance rule, 104(7.1) 

Germany 

* compensation paid by, exempt, 81(1)(g) 

Gifts and donations 

e art, 118.1(7) 

* capital property, of, 110.1(3), 118:1(6) 

¢ carryback from year of death, 118.1(4) 

¢ charitable 

** commuter’s, 118.1(9) 

** corporate, deduction for, 110.1(1)(a) 

es ».total,. 118.1) 
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Gifts and donations (cont'd) 

* corporation, by 

** amalgamation, effect of, 87(2)(v) 

*¢ capital property, 110.1(3) 

¢¢ deduction for, 110.1(1) 

** partnership, made by, 110.1(4) 

e¢ proof of, 110.1(2) 

*¢ winding-up, claim by parent, 88(1)(e.6) 

¢ Crown, to, 110.1(1)(b), 118.101) 

ee total, 118.1(1) 

¢ cultural, 110.1(1)(c), 118.101) 

¢ deduction from tax, 118.1(3) 

* ecologically sensitive land, 110.1(1)(d), 118.1(1)“total 
ecological gifts” 

* gratuities, taxable as employment income, 5(1) 

* institutions, to, 110.1(1)(c) 

° Lpiiave of religious order vowing perpetual poverty, 

) 

* partnership, made by, 110.1(4), 118.1(8) 

¢ proof of, required, 118.1(2) 

* property, of, 69(1)(b), (c) 

* reassessment, 152(6)(c) 

¢ receipts for, Reg. 3501 

¢ total, 118.1(1) 


e United States charities, 118.1(9); Canada—U.S. Tax 
Convention Art. XXI:6 


¢ will, by, 118.1(5) 

Glasses, as medical expense, 118.2(2)() 

Goats, 80.3(1)“breeding animals” 

Golf course, expense not allowed, 18(1)(1) 

Goods 

¢ to be delivered 

** amounts received for, income, 12(1)(a)(i) 

repayment of, deductible, 20(1)(m.2) 

¢ undelivered, reserve for, 20(1)(m) 

Goods and services tax (GST), see also Excise Tax Act 

¢ change of use, timing rule for GST liability, 248(15) 

* credit, see refundable credit, below 

¢ defined, 248(1) 

¢ employee benefits 

ee additional 7% taxable benefit, 6(1)(e.1) 

ee rebate included in income, 6(8) 

ee taxed net of GST, 6(7) 

* home purchase, excluded from moving expenses, 
62(3)(f) 

* input tax credit 


*¢ deemed to be assistance, 248(16), 
tance/government assistance 


ee repaid, deemed to be reduction in assistance, 248(18) 
¢ rebate 
*¢ deemed not to be reimbursement, 8(11) 


¢* deemed to be assistance, 248(16), see also Assis- 
tance/government assistance 


ee included in income, 6(8), 12(1)(x) 

*¢ reduces capital cost of property, 6(8), 13(7.1) 
¢ refundable credit, 122.5 

ee “adjusted income” defined, 122.5(1) 

¢¢ amount of credit, 122.5(3) 

*¢ applied to tax liability, timing, 164(2.1) 

¢¢ determination by Minister, 152(1)(b) 

ee “eligible individual” defined, 122.5(1) 

*¢ limit to one per family, 122.5(5)(a) 


see also Assis- 


** overpayment not to require interest, 160.1(1) 
** penalty for false statement, 163(2)(c.1) 
ee “qualified relation” 


eee deceased eligible individual, of, 122.5(6) 
eee defined, 122.5(1) 


jointly liable for repayment of excess, 160.1(1.1) 
*¢ repayment where excess credit paid, 160.1(1.1) 

e¢ restrictions, 122.5(5) 

¢ shareholder benefits 

ee additional 7% taxable benefit, 15(1.4) 

ee taxed exclusive of GST, 15(1.3) 


Goodwill, see also Eligible capital property 
e sale of, 14(1); ITAR 21 


Government, see also Crown; Crown corporation 


¢ administration of income tax, see Minister (of National 
Revenue); Revenue Canada 


* agreements 

ee¢ for tax transfer payments (federal-provincial), 154 

ee« with other countries, see Tax treaty 

¢ annuities 

*¢ contracts entered into before May 26, 1932, 58(1) 

*¢ contracts entered into from May 25, 1932 to June 25, 
1940, 58(2) 

* assistance, see Assistance/government assistance 

¢ bonds (and similar obligations) 

ee Canada Savings Bonds, cash bonus, 12.1 


ee “investment property” for deposit insurance corpora- 
tion, 137.1(5)“qualified expenditure” 


e¢ issued at a discount, 16(3) 

** no non-resident withholding tax, 212(1)(b)(i1)(C) 
¢ bound 

ee by garnishment orders, 224(1.4) 

*¢ by withholding tax requirements, 227(11) 

* communication of confidential information to, 241(4) 
¢ employees abroad, deemed resident, 250(1)(b)—-(f) 

¢ foreign, see Foreign government 

° gifts to 

ee by corporation, deduction, 110.1(1)(b) 

ee by individual, credit, 118.1(1) 

¢ grant, see also Assistance/government assistance 

ee Tye cok of depreciable property, towards, 13(7.1), 
*¢ cost base of property acquired, 53(2)(k) 


ee energy conversion, 12(1)(u), 56(1)(s), see also En- 
ergy: conversion grant 


ee home insulation, 12(1)(u), 56(1)(s), see also Home 
insulation grant 


ee _ prescribed programs, under, 56(1)(s) 
¢ Her Majesty, defined, Interpretation Act 35(1) 


¢ international development assistance program, see Ca- 
nadian International Development Agency 


¢ lobbying, see Representation expenses 
¢ obligation issued at discount by, 16(2), (3) 
¢ officials, bribery of, no deduction, 67.5 


privatization of assets, debt qualifies for deferred ‘in- 
come plans, Reg. 4900(1)(q) 


* provincial, see Province 

¢ public body performing function of, exempt, 149(1)(c) 
* representation, see Representation expenses 

¢ rights, transitional rules, ITAR 21 

* -sponsored retirement arrangement, Reg. 8308.4 


¢* excluded from registered pension plan eligibility, 
Reg. 8502(m) 
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Government (cont’d) 
*¢ information return, Reg. 8402.1 


* support payments for farmers, information slips, Reg. 
234-236 


* volunteer fireman’s allowance paid Dis $500 exempt, 
6(1)(b)( viii) 

Governor General in Council 

* defined, Interpretation Act s. 35(1) 

Governor General (of Canada) 

¢ defined, Interpretation Act 35(1) 

* stipend exempt, 81(1)(n) 

Grain 

¢ delivered, amount due deemed not income debt, 76(4) 

Grain elevator operators 

° taxable income earned in a province, Reg. 408 

Grain storage facilities 

* capital cost allowance, additional, Reg. 1100(1)(sb) 

Grandchild 

¢ dependent, 118(6)(a) 

¢ treated as child; see Child: extended meaning of 

Grandfathered plan (registered pension plan) ; 

* complying before March 1996 budget, Reg. 8509(13) 

¢ defined, Reg. 8500(1) 

Grandfathered share 

¢ defined, 248(1) 

¢ dividend on, where deemed to be interest, 258(3)(b)(G) 


¢ excluded from definition of “short-term preferred 
share’, 248(1) 

* excluded from definition of “taxable preferred’ share”, 
248(1) 

¢ excluded from restriction on dividend deductibility, 
112(2.2)(d) 

¢ may be a taxable RFI share, 248(1)“taxable RFI share” 

¢ Part VI.1 tax, excluded from, 191(2)(b)(ii1), 191.1(2)(b), 
191.1(4)(b) 

e share exchanged for, excluded from Pare: IV.1 tax, 
187.3(2) 

Grandfathering, see also Transitional rules 

¢ Canadian newspaper or periodical, 19(7) 


* passive partnership interest scruired before Feb. 22/94, 
40(3.1), (3.15)-@G.18) 


* taxable Canadian property only since. April 26/95, pro- 
rating of gain, 40(9) 

Grandparent 

¢ dependent, 118(6)(b) 

e includes in-law or in common-law, 252(2)(d) 

Grant, see also Government: grant 


¢ Canada Oil Substitution Program, see Energy: conver- 
sion grant 


¢ Canadian Home Insulation Program, see Home insula- 
tion grant 


* exploration and development, 20(1)(kk) 

¢ “non-government assistance” defined, 127(9) 

* research 

ee income from, 56(1)(0) 

ee leaving Canada to pursue research under, 115(2)(b.1) 
Gratuities 

¢ taxable as employment income, 5(1) 

Grazing ungulates, 80.3(1)“breeding animals” 
Great-aunt/great-uncle 

e defined, 252(2)(e), (f) 


Green card holder 

¢ whether resident in U.S. for treaty purposes, Can- 
ada—U.S. Tax: Convention Art. IV:1 

Greenhouse 

* capital cost allowance for, Reg. Sch. I:Cl. 6(d), Sch. 
II:Cl. 8(m) 

Gross Canadian life investment income, of life insurer, 

Reg. 2405(3) 

Gross cost 

¢ defined, Reg. 5202, 5204 


Gross investment revenue 
¢ insurer’s, defined, 138(12)“gross investment revenue” 


Gross negligence 
¢ by issuer of small business bond, 15.2(5) 
¢ by issuer of small business development bond, 15.1(5) 


¢ effect.on adjustment to related person’s tax, Canada- 
U.S. tax treaty Art. IX:5, 


¢ failure to report exempt capital gain, exemption lost, 
110.6(6) 


* penalty for failure to remit tax withheld, 227(9)(b), 
227(9.1) 


¢ penalty for failure to withhold tax, 227(8)(b) 

* penalty for false statements of omissions, 163(2) 

ee re flow-through share or joint exploration corpora- 
tion, 163(2.2), (2.3) 

Gross resource profits 

e defined, Reg. 1204(1) 

Gross revenue 

e defined, 248(1) 

ee limitation re non-profit R&D corporation, 149(9) 

¢ from a mine, defined, Reg. 1104(5.1), (5.2) 


Gross revenue insurance program 

¢ payments to farmers under, income, 12(1)(p) 

* premiums in respect of, deductible, 20(1)(ff) 

Gross tax attributes (debt forgiveness rules) 

¢ defined, 80(14.1) 

¢ inclusion in residual balance, 80(14)(a) 

Group 

¢ defined 

ee for associated corporations, 256(1.2)(a) 

*e for surplus stripping rules, 84.1(2)(c),  (e), 
212.1(3)(d)(i) 

¢ related, defined, 251(4)“related group” 

* unrelated, defined, 251(4)“unrelated group” 

Group disability benefits 

* top-up payments by employer on insolvency of insurer, 

6(17), (18) 

ee reimbursement to employer, 8(1)(n.1) 

Group insurance plan 

¢ employer’s contributions to 


*¢ top-up payments on insolvency of insurer,see Group 
disability benefits 


e¢ whether included in employee’s income, 6(1)(a)(i), 
6(1)(f) 

Group term insurance policy 

¢ definition, re insurer, 138(15) 

¢ 1975-76 excess reserve, defined, 138(12)“1975—76 ex- 
cess additional group term reserve” - 

Group term life insurance policy 

¢ defined, 248(1) 

¢ Jimitation on deduction of premiums, 18(9.01) 

¢ taxable benefit from, 6(4), Reg. 2700-2704 
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Grubstaker, 35 

* receipt of shares. by 

*« deduction from amount, 110(1)(d.2) 

Guarantee 

* acquired from insurer or moneylender in amalgamation, 
87(2)(h) (iii) 

¢ loan to spouse or minor, of, 74:5(7) 

* payment under 

ee by shareholder of corporation, 20(3.1) 

¢* debt forgiveness rules, 80(2)() 

ee¢ when treated as debt, 39(12) 

* reserve for, 12(1)(d.1); 20(1)d.1) 

e¢ no deduction, 20(7) 

* revenue, prescribed, Reg. 7500 

Guarantee agreement 

¢ no deduction for dividend, 112(2.2) 

Guarantee fees 

¢ deduction re, 20(1)(e.1) 

¢ non-resident, 214(15) 

Guarantee fund 

* deduction for payment by insurance corporation to, Reg. 
1400(f.1) 

Guaranteed share 

* deemed dividend on reduction of paid-up capital, 
84(4.3) 

¢ restriction on dividend deductibility, 112(2. 2), 258(3) 

Guardian, return by, 150(1)(d), (e) 

Guide dog expenses, 118.2(2)(1) 

Guilt, see Offences 


Gulf Canada case overturned re resource allowance, 
Reg. 1204(1) 


Gypsum 
¢ extraction of, 248(1)“mineral resource’’(d)(ii) 


H 
HBP, see Home Buyers’ Plan 
Habitation, right of (Quebec) 
* deemed to be trust, 248(3) 
Half-year rule, depreciable property, Reg. 1100(2)-(2.4) 
Halifax disaster pension, exempt, 81(1)(f) 
Halite 
¢ drilling and exploration for, 66(2) 
* extraction of, 248(1)“mineral resource’’(d)(ii) 
Handicapped persons, see Mental or physical impairment 
Hangar, capital cost allowance, Reg. Sch. II:Cl. 6(h) 
Hardship : 
¢ reduction in source withholdings, 153(1.1) 
Harness 
* capital cost allowance, Reg. Sch. I:Cl. 10(c) 
Head lease, defined, 209(1) 
e« “term” defined, 209(1) 
Health counselling, see Counselling services 
Health promotion surtax, 182, 183 
Health services plan 
* employer’s contribution to 
*¢ not includable in employee’s income, 6(1)(a)(1) 
* private, premiums to, 118.2(2)(q) 
Hearing aid, medical expense, | 18.2(2)(i) 


Hearing impairment 

e devices to assist person with 

ee business expense, 20(1)(1r) 

¢« medical expense credit, Reg. 5700(q. 1) 

Hearing officer 

¢ powers of, 231.4(3), (4) 

Hearse 

e excluded from definition of 
248(1)“automobile’’(c) 

Heart pacer/monitor 

¢ medical expense, Reg. 5700(d) 

Heat distributor 

¢ equipment, capital cost allowance, Reg. Sch. II:Cl. 34 

Heat production/distribution equipment 

° pee cost allowance, Reg. Sch. H:Cl. 1(p), Sch. If:Cl. 


automobile, 


Heat recovery equipment 

* capital cost allowance, Reg. Sch. II:Cl. 34 

Heavy water 

* capital cost allowance for, Reg. Sch. II:Cl. 26 

Her Majesty; see Government 

Herd, see Basic herd 

High school, see Secondary school 

History preservation rules, see Debt forgiveness: history 

preservation rules 

Hockey players or referees, see Athlete 

Hogs, see Swine 

Holiday 

¢ deadline expiring on, /nterpretation Act s. 26 

¢ defined, Interpretation Act s. 35(1) 

Holocaust survivor’s compensation, exempt, 81(1)(g) 

Home, sale of, see Principal residence | 

Home Buyers’ Plan, 146.01 

¢ definitions, 146.01(1) 

* repayment of funds borrowed from RRSP, 146.01(3) 

¢ withdrawal of funds from RRSP, 146(8), Reg. 104(3) 

ee within 90 days of contribution, deduction disallowed, 
146(5)(a)(iv.1), 146(5.1)(a)(iv) 

Home insulation grant 

¢ included in income, 12(1)(u), 56(1)(s) 

¢ information return re, Reg. 224 

* non-resident taxable on, 212(1)(s) 

¢ prescribed program, Reg. 5500 

Home office expenses, see Work space in home 

Home purchase loan 


¢ balance outstanding after 5 years deemed new loan, 
80.4(6) 


¢ defined, 80.4(7) 

¢ employee or spouse, to, 15(2)(a)(ii), 15(2.4)(b) 

¢ interest on, 80.4(4), (5) 

Home relocation loan 

¢ balance outstanding after 5 years deemed new loan, 
80.4(6) 

deduction for, 110(1)G) 

defined, 248(1) 

interest on, 80.4(4), (5) 

replacement of, 110(1.4) 


Home renovations (wheelchair access etc:) 
¢ medical expense, 118.2(2)(1.2), Reg. 5700 
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Horse 
e basic herd maintained since 1971, deduction, 29. 
¢ breeding, 80.3(1)“breeding animals’’(a) 
* inventory, valuation of, 28(1.2)” 


* maintaining for racing, \ constitutes 
248(1)“farming” i <8 


Hospital bed 

* medical expense; Reg. 5700(h) 

House 

e insulation, see Home insulation grant 

¢ sale of, see Principal residence 

House of Commons $i 

¢ election of members, contributions for, 127(3)-(4.2) 
Housing company gprs 
e limited-dividend 

ee exemption, 149(1)(n) : 
Housing corporation, exemption, 1490) 
Housing loan, see Home purchase loan 
Housing unit, see also Principal residence 

¢ change in use of, ITAR 26.1(1) 

Husband and wife, see Spouse. , 

Hutterite colonies, taxation, 143 


Hydro electric installation 
* capital cost allowance, Reg. Sch. II:Cl. 34 


IAAC, see Income-averaging annuity, contract 


farming, 


IATA, see International Air Transport Association 
IBC, see International banking centre 

IRA, see Individual Retirement Account 

IRS, see Internal Revenue Service (U.S.) 

ISIP, see Indexed security investment plan 

ITC, see Investment tax credit 

Identical properties 

¢ deemed, for superficial.loss and pregnant loss rules 
*¢ capital property, 40(3.5) 

ee eligible capital property, 14(12) 

*e¢ inventory, 18(16) 

¢ defined, 248(12) 

¢ gain or loss from, 47 

¢ life insurance corporation, of, 138(11.1) 

* non-qualifying real property, 110.6(18) 

* property owned since before 1972, ITAR 26(8)—(8.5) 
¢ whether foreign property, 206(1.4) 


Identification number, see Social insurance number; Tax 
shelter: identification number 


Iliostomy pads, as medical expense, 118.2(2)() 
Illegal payments 

e when not deductible, 67.5 

Immigration, see Becoming resident in Canada 
Immigration trust 

°. five year non- -taxability, 94(1)(b)(i)(A) CD) 


Immovable property, see also Real property 
¢ defined, Income Tax Conventions Interpretation Act s. 


Immune system deficiency 
¢ air or. water purifier for, medical expense credit, Reg. 
5700(c.1), (c.2) 


Impairment, see Mental or physical impairment 


Imposition of tax, see Liability for tax; Rates of tax 
Imprisonment, see Offences 


In camera proceedings © 


¢ discipline etc., of authorized individual, to protect tax- 
payer information, 241(4.1) 


¢ in Federal Court, 179 

* review of jeopardy assessment, 225.2(10) 

¢ review of solicitor-client privilege claim, 232(5) 
Inadequate considerations, 69 


* exceptions to fair market value deeming provision, 
ITAR 32 


* property acquired ‘by gift or inheritance, 69(1)(c) — 

* property distributed to shareholder, 69(4), (5) 

* purchase price in excess of fair market value, 69(1)(a) 
¢ sale price below fair market value, 69(1)(b) 


Income | 
* accumulating in a trust, 104(14), Reg. 2800 


e active business, defined, 125(7)“income of the corpora- 
tion for the year from an active business” 


e alimony, 56(1)(b) 

* amount not previously included, ITAR 17(5) 
¢ annuity, 56(1)(d), (d.2) : | 
capital element, deductible, 60(a) 


¢ assistance, see Older, Worker Adjustment, Program for; 
Social assistance payment 


¢ automobile standby charge, 6(1)(e) 

ee car salesman/lessor, 6(2.1) 

reasonable amount, 6(2) 

¢ automotive pact, transitional assistance, 56(1)(a)(v) 


* averaging, see Averaging of income; Income- -averaging 
annuity contract | 


* beneficiary of trust, 104(13), (14), (15) 

¢ blocked currency, in, 161(6) 

¢ bond, see also Bond 

¢ bursary, 56(1)(n) 

¢ business or property, from, see Business or property 
income 

e Canada Pension Plan benefits, 56(1)(a)(i) 

* capital and, combined, 16(1), (4), (5) 

paid to non-resident, 214(2) 

¢ ‘cash method of reporting (farmers), 28 

¢ chief source of, 31 

¢ cod fisherman see Fishing: compensation programs 

* computation of, see Computation of income 

¢ death benefit, 56(1)(a)(i1) 

e debenture, see Bond 

deferred profit sharing plan, receipts from, 56(1)(1) 

destruction of livestock, from, .see also Livestock 

determination. of, by Minister, 152(1.11), (1.12) 

dividends, 82(1). 

*¢ non-resident corporation, from, 90 


¢ “earned” for RRSP. purposes, defined, 146(1)“earned 
income” 


¢ “earned in the year in a province” defined, 120(4) 

¢ earned in the year in a province by an individual, de- 
fined, Reg. Part XX VI 

¢ earned or realized’ by any corporation after 1971, 55(2), 
(5)(b), (C) 

¢ employee benefits plan 
benefits, 6(1)(g) 

employment benefits, 6(1) 

employment insurance benefits, 6(1)(f), 56(1)(a)(iv) 

exclusions from, see Exemptions 
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Income (cont'd) 


exempt, see Exemptions 
exploration and development expenses, recovery of, 
pe GA, 
“for the year” defined, 56(9) 
foreign resource property disposed of, 59(1) 
from active business, defined, 95(1), 125(7) 
from property, for dividend refund, 129(4)“income” 
gaining or producing, purpose, 18(1)(a), Reg. 1102(1)(c) 
grants under certain government programs, 56(1)(s) 
indirect payments, 56(2) 
Hee banking centre, from, 33.1(3), (4), (5), 
(11)(c) 
“investment income” defined, 110.6(1) 
Labour Adjustment Benefits Act, benefits under, 
56(1)(a)(vi), Reg. 5502(a) 
legal costs recovered, 56(1)(1), (1.1) 
life insurance policy 

proceeds of disposition of interest in, 56(1)(j) 


logging operations, from, defined, 127(2)“income for 
the year from logging operations in the province” 


maintenance payments, 56(1)(b), (c), (c.2) 
non-resident-owned investment corporation, 133(1) 
none, equivalent to zero income, 3(f) 
office or employment, from, 5(1), 6(1) 
old age security, 56(1)(a)(i) 
other sources of, 56-59, 1 
pension, 56(1)(a)(1), 57 
place, from sources in, 4 
policyholder’s, 148(1), (1.1) 
prescribed provincial pension plan benefits, 56(1)(a)(i) 
prize for achievement, 56(1)(n) 
professional business, from, 34; ITAR 23 
Program for Older Worker Adjustment, income assis- 
tance, 56(1)(a)(vi), Reg. 5502(b) 
property transferred to minor, from 
imputed to transferor, 75(2) 
property transferred to spouse, from, 212(12) 
property transferred to spouse or minor, 74.1 
refund of payments, deductible, 60(q) 
registered education savings plan, amounts received, 
56(1)(q) 
registered retirement income fund, amounts received, 
56(1)(t) | 
registered retirement savings plan, amounts received 
from, 56(1)(h) 
repeated failures to report, penalty for, 163(1) 
research grant, 56(1)(o) 
resource property disposed of _ 
prior reserve for uncollected amount, 59(2) 
retirement compensation arrangement 
benefits under, 56(1)(x), (z) 
disposition of interest in, 56(1)(y) 
retiring allowance, 56(1)(a)(ii) 
rights to, transferred, 56(4) 
non-resident tax not applicable, 212(12) 
salary deferral arrangement, benefit under, 56(1)(w) 
scholarship, 56(1)(n) 
refund of, 56(1)(p) 
social assistance payments, 56(1)(u) 
source, from, 4 
splitting, see Attribution rules 
superannuation benefits, 56(1)(a)(i), 57 


supplementary unemployment benefits, 56(1)(g) 
support payments, 56(1)(b), (c), (c.2) 
tax on, see also Tax 
non-deductible, 18(1)(t) 

taxable, see Taxable income 
taxation year, for, 3 
training allowance, 56(1)(m) 
transitional assistance under auto pact, 56(1)(a)(v) 
° trust, of 
** accumulating, see Accumulating income (of trust) 
e defined, 108(3) 

unemployment insurance benefits, 56(1)(a)(iv) 
* workers’ compensation benefits, 56(1)(v) 
Income attribution, see Attribution rules 
Income averaging, see Averaging of income 
Income-averaging annuity contract 
* ceasing to be such, 61.1(1) ; 
¢ deemed proceeds of disposition, income, 56(1)(f) 
¢ defined, 61(4), 248(1) 
* information return, Reg. 208 
* money borrowed to buy 
ee limitation on deduction for, 18(11)(a) 
¢ payment for, deductible, 61(1) 
* payment under 
** continuing, after death, 61.1(2) 
*¢ non-resident, to, 212(1)(n) 
*¢ remuneration, Reg. 100(1) 
** succession duties, deduction for, 60(m.1) 


proceeds of disposition, income, 56(1)(e) 
types of payments deductible when used to purchase, 
61(2) 


¢ withholding tax, 153(1)(k) 

Income bond 

¢ defined, 248(1) 

* interest paid on, not deductible, 18(1)(g) 

* payment on deemed to be a dividend, 15(3), (4) 

Income from an active business, see Active business: in- 

come from 

Income from a mine 

¢ defined, Reg. 1104(5), (6), (6.1) 

Income from property, see Property: income from 

Income interest in trust, see also Trust (or estate) 

Income maintenance insurance plan 

* employer’s contribution, whether a taxable benefit, 
6(1)(a)(i) 

* payment to employee under, taxable, 6(1)(f); ITAR 19 

Income splitting, see also Attribution rules 

* testamentary trusts, 104(2) 

Income tax, see everywhere 

Income Tax Conventions Interpretation Act, see Table of 

Contents 

Income War Tax Act 

* para. 5(1)(a), reference to depreciation, ITAR 18(4) 

° Rar) 5(1)(u), deduction deemed depreciation, ITAR 

( ) 


* - para. 6(1)(n), provisos not applicable, ITAR 18(3) 

* s. 8, amounts deductible, ITAR 29(34) 

¢ subsecs. 8(6), (7), (7a) still applicable, ITAR 17(1) 
Incontinent person, see also Mental or physical 
impairment 

* products for use by, medical expense credit, 118.2(2)(i) 
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Incorporated employee, 
business 


* overseas employment tax credit restricted, 122.3(1.1) 

Incorporated in Canada 7 

* defined, 248(1)“corporation” “corporation incorporated 
in Canada” 

Incorporation expenses, see Eligible capital property 

Indebtedness, see also Debt; Loan 


¢ defined, for deemed settlement of debt on amalgama- 
tion, 80(3) 


¢ income of foreign affiliate from, 95(2)(a.3), 95(2.4), 
(2.5)“indebtedness”’ 


* to non-resident trust, reporting requirement, 233. ~~ 
Indemnity 

¢ payment, provincial, excluded from income, 81(1)(q) 

e reserve for, not deductible, 20(7) 

Independent personal services, Canada—U.S. Tax Con- 
vention Art. XIV 

Indexed debt obligation 

¢ adjusted cost base of, 53(1)(g.1), 53(2)0.1) 


* amount deemed paid and received as interest, 16(6), 
Reg. 7001 


*. deduction from income, 20(1)(c), 16(6) 

e defined, 248(1) 

¢ excluded from annual interest accrual rules, 
12(11)“investment contract’ (k) 

* interest included in income, 12(1)(c), 16(6) 

* prescribed amount, Reg. 7001 


Indexed payment 
e defined, re indexed debt isccon., Reg. 7001(7) 


Indexed security investment plan 
¢ transition for 1986, 47.1(28) 
Indexing (for inflation) 

¢ Child Tax Benefit, 122.61(5) 


* spouse and equivalent-to-married income threshold, 
117.1(2) 
¢ tax brackets and dollar thresholds, 117.1(1) 


Indians 
¢ exemption from tax, 81(1)(a) 


Indicator re foreign trust, see Non-arm’s length indicator 


Indirect payments 

* corporation, by 

** person paid through intermediary as proceeds of dis- 
position of property, 183.1(5) . 


e deemed income, 56(2) 
¢ distribution of corporate surplus, tax on, 183.1(5) 


Individual 

° bankrupt, 128(2) 

* computation of tax, 117-122.3 

* computation of taxable income, order of, application, 
Pry 

¢ credits, 118-118.94 

e defined, 248(1) 

e drilling exploration expenses, ITAR 29(12) 

¢ fiscal period of, 249.1(1)(b)(i) 

¢ gifts, deduction from tax, 118.1(3) 

e income earned in the year in a province, Reg. Part 
XXVI 

¢ “income for the year” defined, deve 

¢ instalment base, Reg. 5300 

¢ instalment payment of tax 

ee “instalment base” defined, 161(9)(a) 


see also Personal services 


12(3), 


¢ insufficient instalment payment of tax 
e* interest limitation, 161(4) 


¢ mentally or physically impaired, see Mental or physical 
impairment 


* over 65; deduction, 118(2) 

ee unused, transfer to spouse, 118.8 

* payment of tax, 155, 156 

e* instalment base, 155(2), 156(3) 

ee remainder, 158 

¢ “qualified farm property” of, defined; 108(1) 

¢ “qualified small business corporation share” of, defined, 
108(1) 

¢ rates of tax, 117(2) 

¢* abatement re provincial schooling allowance, 120(2) 

ee addition to tax for income not earned in province, 

120(1) 

*e¢ annual adjustment, 117-1 

¢ resident for part of year, 114, 114.1 

¢ returns, 150(1)(d), (e) 

* special T1 tax table, 117(6), Reg. Part XXV 

e surtax, 180.1 

e tax credits, 118 

ee ordering of, 118.92 

* taxation year of, 249(1)(b) 

Individual Retirement Account, see Foreign retirement 

arrangement 

Inducement payments 

cancellation of lease, see Lease cancellation payment 

election re adjusted cost base, 53(2)(s), 53(2.1) 

election to offset against outlay or expense, 12(2.2) 

included in income, 12(1)(x) 

prescribed amount, Reg. 7300 

received by beneficiary of trust, or partner, 12(2.1) 

repayment of, 20(1)(hh) 

Industrial mineral mines 

* capital cost allowance, Reg. 1100(1)(g), 1104(3), Reg. 
Sch. V 

Industrial minerals 

* producing, excluded from M&P credit, 125. 1(3)manu- 
facturing or processing’(g). (draft), RSC1985c1s5 
125.1(3)“manufacturing or processing”’(i) (to be 
repealed) 

Ineligible property 

¢ defined, for cost base bump on windup, 88(1)(c) 

Infant 

* prone to sudden infant death syndrome 

ee alarm, medical expense, Reg. 5700(r) 

Infirm dependant, 

unpairment 

° credit for, 118(1)B(d), (e) 

Inflation adjustment period 

¢ defined, re indexed debt obligations, Reg. 7001(7) 

Inflation indexing, see Indexing (for inflation) 

Influence over remittances 

* liability of secured creditor, 227(5.2)-(5.5) (draft) 

Informal procedure appeals, 170 

Information 

* communication of, 241, Reg. 3003 

¢ demand for, 231.2(1)(a) 


¢ exchange of between tax authorities, Canada—U.S. Tax 
Convention Art. XX VII 


¢ failure to provide, in return, penalty for, 162(5) 


e e e e e e e 


see also. Mental. or physical 
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Information (cont'd) 
¢ foreign-based, 231.6 


¢ laid, see Information or complaint 

¢ outside Canada 

¢¢  foreign-based information or document, 231.6 

ee tax shelter investment information, 143.2(13), (14) 
* requirement to provide, 231.2(1)(a) 

¢ return, see Information return 


Information or complaint 

e laid or made, 244(1) 

¢ limitation on prosecutions, 244(4) 

¢ territorial jurisdiction, 244(3) 

* two or more offences in one, 244(2) 
Information return, Reg. 200-236 

* bond interest, accrued, Reg. 211 

¢ Canada Savings Bonds, cash bonus, Reg. 220 
¢ certified films, Reg. 225 

* corporation 


*¢ transactions with non-resident, non-arm’s length per- 
sons, 233.1 


¢ demand for, 233 

¢ distribution of taxpayer’s portion of, Reg. 209 

* electric, gas or steam corporations, Reg. 213 

¢ eligible funeral arrangement, Reg. 201(1)(f) 

¢ employees profit sharing plan, Reg. 212 

* energy conversion program, Reg. 224 

¢ farm support payments, Reg. 234-236 

¢ foreign affiliate, 233.4 

¢ foreign plan PSPA, Reg. 8402(2) 

¢ foreign property, Reg. 222 

*¢ by corporation claiming not to be (for RRSP etc. in- 
vestments), Reg. 222 

** investment in, 233.3 

¢ foreign trust 

*¢ distributions from, 233.5 

indebtedness to, 233.5 

ee transfers to, 233.2(4) 


* government-sponsored retirement arrangement, Reg. 
8402.1 


¢ home insulation program, Reg. 224 

° Hier ae aie annuity contract, disposition of, Reg. 
* international banking centre, 33.1(12) 

* legal representative, Reg. 206 

¢ life insurer, Reg. 217 

* making of regulations re, 221(1)(d) 

¢ NISA Fund No. 2, Reg. 201(1)(e) 

* non-profit organization, 149(12), 150(1)(a) 
* non-profit R&D corporation, 149(7) 

* non-resident transactions, 233.1—233.7 

* non-residents, payments to, Reg. 202, 203 
* oil substitution program, Reg. 224 

¢ Part IV.1 tax, 187.5 

¢ Part VI.1 tax, 191.4(1) 

* partnership, Reg. 229 

* past service pension adjustment, Reg. 8402 
* patronage payments, Reg. 218 

* penalty for failure to make, 162(7)(a) 

* pension adjustment, Reg. 8401 

¢ political contributions, 230.1(2), Reg. 2001 
¢ public 

*¢* registered charity, 149.1(14) 


* qualified investments, Reg. 221 


* registered Canadian amateur athletic association, Reg. 
216 


* registered home ownership savings plan, Reg. 223 

* registered pension plan, Reg. 8409 

* registered retirement income funds, Reg. 215 

* registered retirement savings plan, Reg. 214 

* resource flow-through shares, Reg. 228 

¢ SR&ED corporation, 149(7) 

* scientific research tax credits, Reg. 226 

* security transactions, Reg. 230 

¢ share-purchase tax credits, Reg. 227 

* social assistance payment, Reg. 233 

e Social Insurance Number, use of, 237(2) 

* specified retirement arrangement PSPA, Reg. 8402(3) 

* tax shelter promoter, 237.1(7), Reg. 231 

* trust or corporation re Part XI tax, 207 

* video tapes, Reg. 225 

¢ withholding of tax, Reg. 210 

* workers’ compensation payment, Reg. 232 

Inheritance, see also Death of taxpayer 

¢ debt forgiveness rules do not apply, 80(2)(a) 

Initial non-qualified investments, see also Deferred 

profit sharing plan 

Injection substances 

¢ deduction for, 20(1)(mm) 

Injury, personal, property acquired as award for in- 

come from, exempt, 81(1)(g.1), (g.2) 

In-laws, dependent, |18(6)(b) 

Input tax credit, see Goods and services tax (GST): input 

tax credit 

Inquiry 

¢ authorized by Minister, 231.4 

* compliance required, 231.5(2) 

¢ rights of person subjected to, 231.4(6) 

¢ rights of witness at, 231.4(5) 

* seizure of documents 

ee “copies of, 232(13) 

Insider of a corporation 

* defined, Reg. 4803(1) 

Insolvency, see also Bankruptcy; Financial difficulty (tax- 

payer in) 

* insurance corporation, group disability insurance top-up 
payments, 6(17), (18) 

Inspections, 231.1 

* compliance required, 231.5(2) 

Instalment payments 

* capital and income combined, 16(1) 

* ceasing to be resident in Canada, 159(4), (4.1) 

¢ dependent on use, 12(1)(g) 

* sale of property, see Reserve 

* tax, of 

** amounts deemed to be, 161(8) 

*¢ annual, deceased taxpayer’s, Reg. 1001 

*¢ contra interest, 161(2.2) 

** corporations, 157(1), (2), (2.1), (3) 

ee de minimis rule, 156.1(1), 157(2.1) 

*¢ death of taxpayer, not required after, 156.1(2) 

ee deduction under s. 66.5, 196(3) 

ee deficient 

interest offset method, 161(2.2) 
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Instalment payments (cont'd) ~ 
eee interest payable, 161(2) 


are limitation re corporations, 161(4. Bi. 
eee penalty, 163.1 
eee when certain tax credits deemed paid, 161(10) 


where interest not payable, 161(2.1) 
farmers, fishermen, 155, 156.1 
individuals, 156, 156.1 ‘ 
instalment base, defined, 161(9)(a), Reg: Part LIII - 
late, penalty for, 163.1 
mutual fund. trust, 156(2) 
_ offset interest, 161(2.2) 
Part 1.3 tax, 181.7 
Part XII.3 tax, 211.3 
transfers between’ accounts, 221.2 
* testamentary trust, 104(23)(e) 
Instalment threshold 
e defined, 156.1 
Institution 
* costs of care in, as medical expense, 118. Bente) 
* gifts to 
ee by corporation, deduction for, 110.1(1)(c) 
by individual, credit for, 118.1(1)“total ouliasal gifts” 
Instrument, see Musical instrument 
Insulation grant, see Home insulation grant 
Insulin, medical expense, 118.2(2)(k) 
Insurance 


¢ accidental death, not included in group life insurance 
benefit, Reg. 2700(2) 


¢ group plans 


ee employer’ s contributions not includable in“em- 
ployee’s income, 6(1)(a)() 


° life insurance, portion of premium. taxable, 6(4) 
¢ paid-up, deduction for, 18(9.01) 

* . premiums, see Premium 

¢ proceeds 


¢ in respect of depreciable property, taxable, 12(1)(f) 
risks in Canada, by foreign affiliate, 95(2)(a.2) 
sickness, accident, etc.,; benefits taxable, 6(1)(f); ITAR 
19 


Insurance agent or broker 

¢ reserve for unearned commissions, 32 

Insurance corporation, see also Financial institution; Life 

insurance corporation 

¢ amalgamation, 87(2.2) 

* amortized cost, where meaning varied, 138(13) 

* bad debts 

ee deduction for, 20(1)(p)(@1) 

ee inclusion in income, 12.4 

¢ Canadian investment fund, Reg. 2405 

* ceasing to carry on business, Reg. 8101(5) 

* computation of income, 138(1), (6), 1389), 140 

¢ deduction for amounts paid or credited ‘to eam baila 
140(1) 

¢ deductions not allowed, 138(5)=(5.2), (8) 

¢ deemed not to be private corporation, 141.1 

defined, 248(1) 

definitions, 138(12) 

deposit, see Deposit insurance corporation 

depreciation deemed to have been allowed, 13(22) 

disposition of Canadian securities, 39(5)(e) 

exempt under Part IV, 186.1(b) 


@ e e@ e e e 


farmers and fishermen, of 
exemption for, 149(1)(t), 149(4.2) : 
° limitation, 149(4.1) 
foreign affiliate, see Foreign affiliate: insurer 
gross investment revenue, defined, ai eye 
guarantees etc. 
acquired from, in amalgamation, C2 ay) 
reserve for, 20(1)(1.1) 


guarantees fund, deduction for payment to, Reg. 
1400(£.1) 
inclusion in computing income for 1988 taxation year, 
140(2) 
pF si from participating life insurance business, Reg: 
insolvent, group Aisatsility! i insurance top- i ) payments: 
6(17), (18) 
liabilities of, determination for debt forgiveness reserve; 
61. 3(1)(b)C(i)(B), (C) 
life, see Life insurance corporation 
loan/lending ,asset, , 
acquired from, in amalgamation, 87(2)(h) (ii) 
reduction in value of 
° limitation on deduction re, ,18(1)(s) 
loans etc, acquired in. ordinary, course of. business, 
20(27) 
mark-to-market rules apply, 138(10) 
mutualization proposal, 139. . 
negative reserves, 12(1)(e.1), 20(22), Reg. 140002) 
net reserve adjustment [pre-1993], 12.3, 20(26) 
1975 branch accounting election deficiency, defined; 
138(12) 
1975-76 excess additional group term reserve, defined, 
138(12) 
1975-76 excess capital cost allowance, defined, 138(12) 
1975-76 excess investment reserve, defined, 138(12) 
1975-76 excess policy dividend deduction, defined, 
138(12) 
1975-76 eXCess policy dividend reserve, defined, 
138(12) 
1975-76 excess policy reserve, defined, 138(12) 
1977 carryforward deduction, Reg. 2408° 
1977 excess policy dividend deduction, Reg. 2407 
non-capital loss of, 111(7.1) : 
reserves, Reg. 1400, 1402-1404 
non-resident, 219(4)-(8), Reg. 800, 801, 803, 804, 2401 
branch tax elections, Reg. 2403 
change in use rules, 138(11.3)-(11.41), (11-6) 
computation of income, 138(11.91) 
eligible property for transfer to corporation by share- 
holder, 85(1.1)(b) 
excluded property, Reg: 810 
qualified related corporation, 138(12) 
transfer of insurance business 
anti-avoidance provisions, 138(11.7) 
computation of income, 138(11.92) 
contributed surplus, computation of, 138(11.9) 
depreciable property, rules re, 138(11.8) 
paid-up capital, computation of, 138(11.7) ~ 
rules, 138(11.5) 
non-segregated property, 138(12) 
participating life insurance policy, defined, 138(12) 
policy loan, defined, 138(12), 148(9) 
policy reserves, Reg. 1400-1408 
post-1995 policies, life insurance, Reg. 1404-1407 
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Insurance corporation (cont'd) 
° property acquired on default in payment, 138(11.93) 


* “property used by it in the er in, or held by it in the 
year in the course of’, 138(12) 


e¢ defined, Reg. 2400 
* regulations, Reg. Part XXIV 


reserve for unpaid claims, 
serve adjustment 


¢ limitation, 18(1)(e.1) 

* negative, 12(1)(e.1), 20(22), Reg. 1400(2) 

* policy reserve deduction, 20(7)(c) 
security used or held by 

¢ “eligible property” for transfer to corporation by 

shareholder, S5(L. 1)(g) 

segregated funds of, 138.1, Reg. Part LXI 
subsidiary, wound up, 88(1)(g) 
surplus funds derived from operations, 138(12) 
tax payable by, under former Part IA, ITAR 60.1 
taxable capital gains, 138(2)(b), 142 
taxable income earned in a province, Reg. 403 
transfer of insurance business 

¢ by non-resident insurer, 138(11.5) 

¢ — by resident insurer, 138(11.94) 


unpaid claims reserve adjustment, 
unpaid claims 


¢¢ claims incurred but not reported, Reg. 1400(e. 1) 
*¢ deduction, 20(7), (26), Reg. 1400(e) 
*¢ inclusion of prescribed portion, 12.3 


see also unpaid claims re- 


see also reserve for 


variation in tax basis and amortized cost, 138(13) 
winding-up of, Reg. 8101(3) 
Insurance policy 
* acquisition costs, Reg. 1404(2) 
¢ disposition of, 148 
*¢ no capital gain, 39(1)(a)(iii) 
** no capital loss, 39(1)(b)(ii) 
* in Canada, Reg. 2405(3) 
* life, see Life insurance policy 
* loan, see Policy loan (life insurance) 
* reserves (insurer), Reg. Part XIV 
ee definitions, Reg. 1404 


¢ 1975-76 excess, defined, 138(12)1975-76 excess 
policy reserve” 


*¢ transitional, Reg. 1405, 1406 

* unpaid claims 

¢¢ limitation on reserve for, 18(1)(e.1) 
Insurance proceeds 


* constitute proceeds of disposition, 13(21)"proceeds of 
disposition’ (c), 54“proceeds of disposition’”(c) 


¢ rollover where property replaced, 13(4), (4.1), 44 

Insurer, see Insurance corporation 

Intangible property, see also Eligible capital property 

* patents, Reg. Sch. II:Cl. 14, Sch. I:Cl. 44 

* relating to road, bridge, townsite, etc., 
13(7.5)(c) 

Integration 


* capital dividend flow-through, 83(2), 89(1)‘‘capital divi- 
dend account’’(b) 


* corporate and personal tax, 82(1)(b), 121 

* intercorporate dividend flow-through, 82(1)(a)(ii)(A), 
112(1) 

* Part IV tax flow-through, 186(1)(b) 

Inter vivos trust, see also Trust (or estate) 

¢ defined, 108(1) 


capital cost, 


Intercorporate dividends generally tax-free, 112, 113 
Interest (in property, etc.) 

¢ beneficial, in trust, meaning of, 248(25) 

* capital, in trust, see also Trust (or estate) 

¢ family farm partnership, in, 110.6(1) 

¢ income, in trust, see also Trust (or estate) 


* investment, in business, ITAR 23(5)“investment inter- 
est” “1971 receivables” 


¢ life, in real property, see Life estate in real property 
* partnership, see Partnership interest 
* policy loan, re, defined, 138(12), Reg. 1408(1) 


* qualifying, see Qualifying interest (in respect of foreign 
affiliate) 


¢ real property, in, defined, 248(4) 

¢ taxable Canadian property, in, 115(3) [to be repealed], 
115(1)(b)(xii1) 

* trust, see Trust (or estate): interest in 

Interest (monetary) 

* accrued 

*¢ corporations, partnerships, trusts, 12(3) 

ee deduction on disposition of debt obligation, 20(21) 

ee deemed, 12(9) 

¢* inclusion in income, 12(3), (4), (9) 

ee individuals, 12(4) 

*¢ on amalgamation, 87(2)(j.4) 

ee prescribed debt obligation, on, 12(9), Reg. 7000 

ee to date of death, 70(1)(a) 

¢ allowable refund of N.R.O., on, 133(7.01), (7.02) 

* annual reporting, see accrued (above) 

¢ benefit from loan, deemed to be, 80.5 

¢- bond 

*e accrued, to date of transfer, 20(14) 

information returns, Reg. 211 

* borrowed money used to acquire land, on 


*¢ defined, 18(3)“interest on debt relating to the acquisi- 
tion of land” 


ee not deductible, 18(2), (2.1) 
*¢ partner, by, 18(2.1) 


* borrowed money used to acquire property no longer 
owned, 20.1(1) 


* borrowed money used to acquire SBDB, 15.1(4) 

° Nes money used to invest in deferred income plan, 

* borrowed money used to invest in shares, 20(1)(c), 
20(1)(qq) 

* capital and, combined, 16(1) 

*¢* on expropriation assets, 80.1(3) 

* capital gains refund, on 

¢¢ mutual fund corporation, 131(3.1), (3.2) 

¢¢ mutual fund trust, 132(2.1), (2.2) 

* capitalization into cost of property, 21 

* certain bonds etc., on 

ee excluded from income, 81(1)(m) 

* compounded daily, 248(11) 

* coupons to be identified as to taxable and non-taxable 
obligations, 240(2) 

¢ debt obligation, on, 20(14.1) 


*¢ mark-to-market property of financial institution, 
142.5(3) 


¢ debt relating to the acquisition of land, on 


ee defined, 18(3)"interest on debt relating to the acquisi- 
tion of land” 
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Interest (monetary) (cont’d) 


deductible, see also borrowed money used’... 
distribution of dividends of profits, 20.1 
general rule, 20(1)(c) 
loan by partner to partnership, 20(3.1) 
loan by shareholder to corporation, 20(3.1) 

¢ paid under Income Tax Act, not deductible, 18(1)(t) 

* payment under guarantee by shareholder, 20(3. 1) 

e purchase of shares, 20(1)(qq) 
deduction by certain corporations, 
18(4)-(6) 

e exception, 18(8) 
deemed 


* amount paid by credit union re. member's share, 
137(4.1) 


¢ benefit from loan, 80.5 

* certain shares, on, 258(5) 

¢ non-resident tax, 214(6), (14) 
e ~ preferred shares, on, 258(3) 


deemed received by corporation on loan to non-resident, 
Li 


defined, Income Tax Conventions Interpretation Act s. 6 
dividend refund, on, 129(2.1), (2.2) 
escalating interest GICs, Reg. 7000(2)(c.1) 
expense . 
amount deductible, 20(1)(c), (d) 
compound, 20(1)(d) 
election to capitalize, 21(1) 
employee’s automobile or aircraft, 8(1)()@) 
limitation on deduction by certain corporations, 
18(4)-(6) 
* minimum tax, 127.52(1)(b), (c), (c.2), (e.1) 
* policy loans, on, 20(2.1), 138(12)“interest” Reg. 
4001 
expropriation assets, on 
e~ election re, 80.1(2) 
forgiven, 80(2)(b) 
income bond, on, deemed dividend, 15(3) 
* non-resident corporation, 15(4) 
income from business or property, 12(1)(c) 
¢ whether specified investment business, 125(7)“speci- 
fied investment business” 
increasing rates, income accrual, Reg. 7000(2)(c.1) 
instalments of tax, late or insufficient, 161(2) 
additional 3% payable, 161(3) 
limitation, 161(4), (4.1) 
not deductible, 18(1)() 
offset, 161(2.2) 
scientific research tax credit, when deemed paid, 
161(10) 
e share-purchase tax credit, 
161(10) 
e where not payable, 161(2.1) 
interest repaid, on, 164(4) 
loss carryback, effect of, 161(7) 
loss of course of income, 20.1(1) 
obligation issued at a discount, 16(3) 
paid on death, duties, deduction, 60(d) 
¢ paid or payable, deduction for, see deductible 
(above) 
paid to non-resident, withholding tax, 212( 1)(b) 
¢ — by wholly-owned subsidiary, 218 
* to US. resident, Canada—U.S. Tax Convention Art. 
XI 


(above) 


limitation on, 


when deemed paid, 


¢ payable 

*¢  carryback re minimum tax, no sffext, 1610) 

¢ penalty, on, 161(11) 

¢ penalty or bonus, treated as interest expense, 13(9. 1) 

¢ prepaid, deduction for, 18(9), (9.2)-(9.8) 

* prescribed rate, Reg. 4301 

* property transferred from spouse, 74.1 

* rate reduction payments, treated as interest expense, 
189.1) 

¢ refunds and repayments, on, 164(3)—(4) 

* repayment of, deduction, for, 20(1)(11) 


* spouse, property transferred to, 74.1, see also. Attribu- 
tion rules 


¢ tax withheld but not remitted, on, 227(9.3) 

¢ unclaimed at year-end 

¢ withholding tax, 153(4) 

effect of remittance, 153(5) 

° unpae tax, on, 161(1); 2279.3); ITAR 62(2) 
° adjustment of foreign tax, 161(6.1) 
income in blocked currency, 161(6) 

loss carryback, effect of, 164(5), (5.1) 
none, re participation certificate, 161(5) 
not deductible, 18(1)(t) | 

offset, 161(2.2)° 

Part TH. 185(2) 

Part IV. 187(2) 

Part V, 189(7) 

Part VI, 193(3), (4) 

Part VIII, 195(3), (4) 

Part X, 202(5) 

Part XII.3, 211.5 

Part XII.4 tax, 211.6(5) 

retroactive to application date of provision, 221.1 
waiver of, 220(3.1) 

¢ withholding tax, 212(1)(b) 

Interest-free loan, see Loan: interest-free 
Interference with remittances of tax thoes age 
227(5.2)-(5.5) (draft) 

Intergenerational transfers 

e attribution of income or loss, 74. 1(2) 

e farm property 

inter vivos, 73(3) 

on death, 70(9), (9.2) 

Interim receiver 

¢ withholding tax, liability for, 227(5), (5.1)(d) 
Internal Revenue Service (U.S.); see also United States 


e collection of Canadian tax, Canada—U.S. Tax Conven- 
tion Art. XXVIA 


* competent authority procedures, Canada—U.S. Tax Con- 
vention Art. XXVI 


° exchange of information with Revenue Canada, Can- 
ada—U.S. Tax Convention AM; XXVII 

Internal waters 

¢ defined, Jnterpretation Act 35(1) 

International agencies, prescribed, Reg. 806.1 

International Air Transport Association 

¢ employment income of non-Canadians, deduction for, 
110(01)(Hav) 

International banking centre, 33.1 

* amalgamation, continuation of corporation on, 87(2)(.8) 

¢ definitions, 33.1(1), (2) 

¢ designation of, 33:1(3) 


e°@ 


2761 


Index 


International banking centre (cont'd) 
* election re eligible deposit, 33.1(6) 


ee restriction on, 33.1(7) 

¢ eligible deposit, defined, 33.1(1) 

* eligible loan 

** ceasing to be eligible, 
33.1¢11)(a) 

ee defined, 33.1(1) 

¢ income/loss from 

** computation of, 33.1(4) 

*¢ eligible deposit deductible only from, 33.1(8) 

ee excluded from income, 33.1(3) 

exception, 33.1(9) 

ee restriction, 33.1(5), (11)(c) 

e information return, 33.1(12) 

* loss from, not included in non-capital loss, 33.1(11)(b) 


International development assistance programs 


* employee under, no overseas employment tax credit, 
122.3(1)(a) 


* person working on deemed resident in Canada, 
250(1)(d) 

* prescribed, Reg. 3400 

International Finance Corporation 

* bonds of, eligible for RRSP 
4900(1)(DG.1) 

International organization 

* employment income from 

ee deduction, 110(1)(f)(iii) 

ee¢ tax credit, 126(3) 

* interest paid to, withholding tax exemption, Reg. 806 

International shipping 

* aircraft used in 

** lease payments exempt from withholding tax, 

212(1)(d)(xi) 

* assets not subject to capital tax, 181.4(d) 

* corporation, residence of, 250(6) 

* non-resident’s income from, exempt, 81(1)(c) 

International sport federation, eligibility requirements 

of, see Amateur athlete trust 

International tax 

* conventions, see Tax treaty 

* dividends received from foreign corporations, 90, 113 

* foreign accrual property income, 91, 95 

* foreign tax credit, 126, see also Foreign tax credit 

* treaties, see Tax treaty 

* United States, rules re, see United States 

* withholding tax, 212, see also Withholding tax 

International traffic 

* capital tax on ships and aircraft, Canada—U.S. Tax Con- 
vention Art. XXII:3 

° pp 248(1), Canada—U.S. Tax Convention Art. 

:1(h) 


* employee employed in, Canada—U.S. Tax Convention 
Art. XV:3 


deemed disposition, 


investment, Reg. 


* profits from, Canada—U.S. Tax Convention Art. VII 

* ship or aircraft operated by non-resident in 

** capital gains on, 115(1)(b)(ii)(B) 

** deduction from taxable capital for large corporations 
tax, 181.4(d)(i) 

** income of non-resident exempt, 81(1)(c) 

** residence of shipping corporation, 250(6) 


Interpretation, 248-260 

¢ definitions, 248(1) 

* Income Tax Conventions Interpretation Act, see Table 
of Contents 

¢ Interpretation Act, see Table of Contents 


Inventory 

* adjustment 

** amalgamation, on, 87(2)(j.1) 

¢e deduction from income, 20(1)(ii) 

¢¢ inclusion in income, 12(1)(r) 

¢ adventure in the nature of trade, 10(1.01) 
**  superfical loss rule, 18(14)-(16) 

* allowance, repealed [was 20(1)(gg)] 

* amalgamation, on, 87(2)(b) 

* artistic endeavour, of, 10(6)-(8) 

¢ audit of, 231.1(1)(b) 

* cost of 

** non-deductible expenses included in, 10(1.1) 
¢ defined, 248(1) 


** — specified debt obligation and mark-to-market prop- 
erty excluded, 142.6(3) 


* “eligible property” for transfer to corporation by share- 
holder, 85(1.1)(f) 


* examination of property in, 231.1 

* exploration and development shares, 66.3(1) 

* farming business, of, see Farming: inventory 

* financial institutions, see Mark-to-market property 

¢ manner of keeping, Reg. 1800 

* mark-to-market rules, see Mark-to-market property 

* reserve on sale of, 20(1)(n), 20(8) 

** where property repossessed by creditor, 79.1(4) 

° sale of 

** after ceasing to carry on business, 23(1) 

*e* included in income, 9(1) 

** repossession by vendor in same taxation year, 

79.1(5) 

¢ share held as, 
112(4)+(4.2) 

* transfer to corporation, 85(1)(c.1), (e.3) 

* valuation of, 10, Reg. 1801 

** adventure in the nature of trade, 10(1.01), (9) 

eee change in control of corporation, 10(10) 

** consistency required, 10(2.1) 

*¢ farming business, 28(1.2), (1.3), Reg. 1802 

ee incorrect, 10(3) 

ee shares, 112(4.1) 

* writedown, 10(1) 

** adventure in the nature of trade, 10(1.01), (9) 

eee change in control of corporation, 10(10) 

** of loan, denied, 18(1)(s) 

*¢ superficial loss rule, 18(14)-(16) 

Investment 

* activity, see Investment activity 

business, see Investment business 

counselling, see Investment counselling fees 

income, see Investment income 

offshore, see Offshore investment fund 

* qualified, see Qualified investment 

* registered, tax re, 204.4-204.7 

* tax shelter, see Tax shelter: investment 

Investment activity (re foreign property rules) 

¢ defined. 206(1) 


stop-loss rules on_ disposition, 
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Investment advice, see Investment counselling fees 

Investment allowance i 

* defined, for large corporations tax, 181.2(4), 181. 3(4) » 

Investment business, 

business 

¢ of foreign affiliate 

ee defined, 95(1) 

ee* excluded from active business, 

business’’(a) 

ee — start-up rule, 95(2)(k)(i) 

* re foreign property rules, see Investment activity 

Investment contract, see also Debt obligation 

* anniversary day 

ee accrued interest, 12(4) 

ee defined, 12(11) 

e defined, 12(11) 

Investment contract corporation, prescribed, Reg. 6703 

* exempt from Part IV tax, 186.1(b) 

Investment corporation, 130 

¢ deduction from tax, 130(1) 

¢ defined, 130(3)(a), 248(1) 

¢ election not to be restricted financial institution, 131(10) 

¢ election re capital gains dividend, Reg. 2104 

° te ad entity for capital gains exemption, 39.1(1), 

¢ information return where share claimed to be qualified 
investment, Reg. 221 

¢ mortgage, see Mortgage investment corporation 


* non-resident-owned, see Non-resident-owned invest- 
ment corporation 


* not subject to mark-to-market rules, 142.2(1)“financial 
institution’’(c)(i) 

e shares in, under Part XI, 206(3) 

* special tax rate, 130 

* taxed capital gains, 130(3)(a) 

¢ that is not mutual fund corporation, 130(2) 

Investment counselling fees 

¢ deductible, 20(1)(bb) 

¢ for RRSP or RRIF, non-deductible, 18(1)(u) 

Investment dealer, see also Financial institution; Regis- 

tered securities dealer 

¢ defined, 142.2(1) 

¢ subject to mark-to-market rules, 142.2(1)“financial 
institution” 

Investment expense, defined, 110.6(1) 

Investment income, see also Property: income from 

* aggregate, see Aggregate investment income: 

* associated corporation, from, 129(6) 

¢ Canadian, defined, 129(4) 

¢ defined, 110.6(1) 

¢ foreign, defined, 129(4) 

* information returns, Reg. 201 

e life insurer’s, tax on, 211—211.6 

e refundable tax on, 123.3 

Investment interest 

* in a business, ITAR 23(5)“investment interest” “1971 
receivables” 

Investment loss 

e business, see Business investment loss 


Investment property 
e defined, 95(1) 


see also Specified investment 


95(1)“active 


Investment tax credit, 127(5)—(26) 

¢, addition to, 127(10.1) 

* amalgamation, on, 87(2)(00) 

¢ annual limit, defined, 127(9) 

* assistance or government assistance, 
127(18)-(21) 

*¢ continuation of predecessors, 87(2)(qq) 

* associated corporations, 127(10.3) 

failure to file agreement, 127(10.4) 

e available-for-use rule, 127(11.2), 248(19) 

¢ certified property 

e¢ ascertainment of, 127(10)(a), (b) 

ee prescribed areas, Reg. 4602 

* cooperative corporation, 127(6) 


seit of, 


deduction from Part I.1 surtax, 180.1(1.2), (1.3) 
defined, 127(9), (11.1), (12)-(12.2) 

¢ definitions, 127(9) 

¢ depreciable property acquired before change of control, 
13(24), (25) 

* expenditure limit, determination of, 127(10.2), (10.6) 

e farmers or fishermen, 119(9), (10) 

e included in income, 12(1)(t) 

year of death, 70(1)(b) 

¢ limited ae of, 127(8.1) 

¢ non-arm’s length transactions, 127(11. aC (11.8), (24) 

* overpayment of tax as consequence of, 164(5), (5.1) 

¢ parent’s, after subsidiary wound up, 88(1)(e.3) 

* partnership, allocation to partners, 127(8) 

non-limited partners, 127(8.3) 

* qualified property, Reg. 4600 

defined, 127(9), (11) 

* reassessment, 152(6)(d) 

¢ refundable, 127.1 

defined, 127.1(2) 


depreciable property acquired before change of con- 
trol, 13(24), (25) 


* renunciation of, by general partner, 127(8.4) 


* repayment of assistance, 127(9)“investment . tax 
CICGIL AC: Lin det s0. 2) 


* scientific research, 127(9)“qualified expenditure” 
127(11.1), Reg. 2900-2903 


e small business, 127(9)“qualified small-business prop- 
erty” [repealed], 127(9)“specified percentage”’(1) 

* specified percentage, 127(9) 

* “tax otherwise payable” defined, 127(17) 

¢ trusts, allocation to beneficiaries, 127(7) 


*e reduces cumulative Canadian exploration expense, 
127(12.3) 


¢ unpaid amounts, 127(26) 

¢ where control of corporation acquired, 127(9.1), (9.2) 

* windup of corporation, flow-through to parent, 
88(1)(e.3) 

Investment trust, see Mutual fund trust 

Investor (re Canadian film/video tax credit) 

¢ defined, 125.4(1) 

Involuntary dispositions 

* resource property, 59.1 


e 
e 


Iron 
* processing ore, whether manufacturing or processing, 
125. 1(3)“manufacturing or processing” Reg. 5203 
¢ production of 
** royalties not deductible, 18(1)(m)(v)(C) (to be re- 
pealed), 18(1)(m)(v)(D) 
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Iron (cont'd) 
** royalties taxable, 12(1)(0)(v)(C) (to be repealed), 
12(1)(o)(v)(D) (draft) 


Iron lung, as medical expense, | 18.2(2)(i) 


Israel Bonds 
* eligible for RRSPs and RRIFs, Reg. 4900(1)(0) 


J 


JEC, see Joint exploration corporation 

Jail, see Offences 

Jeopardy assessment 

* re collection restrictions, 225.2(2) 

* refund not to be paid, 164(1.2) 

Jetty, capital cost allowance for, Reg. Sch. II:Cl. 1(e), 

Sch. H:Cl. 3 

Jewellery, see Listed personal property 

Jig, capital cost allowance, Reg. Sch. II:Cl. 12(d) 

Job retraining 

* reimbursed tuition fees, no credit unless included in in- 
come, 118.5(1)(a)(i1i) 

* unemployment insurance/employment insurance benefit; 
not included in income, 56(1)(a)(iv) 

Joint and several liability, see Liability for tax: joint and 

several 

Joint election, see also Election(s) 

* defined, for small business development bond, 15.1(3) 


Joint exploration corporation 

* agreed portion, defined, 66(15) 

¢ defined, 66(15); ITAR 29(8) 

° age of resource-related expenses, ITAR 29(6); 
(7) 

ee election re, 66(10)—(10.4) 

°° excessive, penalty for, 163(2.2) 

rules, 66(10.4) 

¢ share, adjusted cost base, 53(2)(f.1) 

¢ shareholder corporation, defined, 66(15) 


Judge, see also Court 

* application to, re seized documents, 232(4), (8) 

¢ bribery of, non-deductible, 67.5 

¢ defined 

*¢ for jeopardy assessment and collection, 225.2(1) 
ee for search and seizure, 231 

* income from professional practice, 24.1 [repealed] 
¢ issue of search warrant, 231.3(1)-(4) 

* pension plan, Reg. 8309 

* powers in jeopardy proceedings, 223(11)., (12) 


* review of requirement to provide foreign-based informa- 
tion, 231.6(5) C 


* RRSP contribution room, Reg. 8309(2) 
Judicial notice 

* regulations, etc., 244(12) 

Jurisdiction 

* territorial, 244(3) 

Juror’s fees 

¢ taxable, 3 (per IT-377R) 

Jury duty, see Juror’s fees 


K 
Kaolin 
* extraction of, 248(1)‘‘mineral resource’’(d)(ii) 
* included in definition of “mineral”, 248(1) 


Kickbacks, see [legal payments 

Kidney machine, medical expense, | 18.2(2)(i) 
Kilns 

* capital cost allowance for, Reg. Sch. II:Cl. 8 
Kilometres driven, allowance for, Reg. 7306 


Kitchen utensils 
* capital cost allowance for, Reg. Sch. If:Cl. 12(c) 


L 


LCGE (Lifetime capital gains exemption), see Capital 
gains deduction 


LCT, see Large corporations tax (Part 1.3) 
LIF, see Life income fund 

LLC, see Limited liability company (U.S.) 
LPP, see Listed personal property 


LSVCC, see Labour-sponsored venture capital corporation 
(LSVCC) 


Laboratory services, as medical expense, | 18.2(2)(0) 

Labour Adjustment Benefits Act 

* benefits under 

** income, 56(1)(a)(vi), Reg. 5502(a) 

** withholding of tax at source, 153(1)(m), Reg. 

5502(a) 

* repayment of overpayment under, deduction for, 60(n) 

Labour expenditure (re Canadian film/video tax credit) 

« .detined:1-25-4( 1.) 

* qualified, see Qualified labour expenditure (re Canadian 
film/video tax credit) 

Labour organization, exemption, 149(1)(k) 

Labour-sponsored funds tax credit 

* acquisition of share by RRSP, 127.4(1)“qualifying trust” 
127.4(3), Reg. 6706(2)(c) 

* computation of, 127.4(3), (4) 

* cooling-off period, three years, 127.4(3) 

¢ deduction of, 127.4(2) 

¢ defined, 127.4(1), (6), 204.8 

* provincial, does not reduce ACB of investment, 
53(2)(k)(i(C) 

* recovery of 

e¢ disposition of share, 211.8 

*¢ national LSVCC, Reg. 6706 

*e provincial LSVCC, 211.7 

Labour-sponsored venture capital corporation 

(LSVCC), see also Labour-sponsored funds tax credit 

¢ deemed to be mutual fund corporation, 131(8) 

* prescribed, Reg. 6701 

¢¢ disposition of shares, capital loss, 40(2)(i) 

**¢ exempt from Part IV tax, 186.1(b) 

** income eligible for dividend refund, 125(7)“specified 

investment business” 

*¢ prescribed assistance, Reg. 6702 

ee shares of 

eee prescribed assistance, deduction from cost base, 

53(2)(k)(i)(C) 

* registered, 204.8-204.87 

** deemed to be prescribed LSVCC, Reg. 6701(c) 

e¢ defined, 204.8 (to be repealed), 248(1) (draft) 

ee disposition of, clawback, 211.8 

*¢ eligible investment, 204.8 

** refund of tax where no monthly deficiency, 204.83 

** registration conditions, 204.81(1) 
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Labour-sponsored venture capital cd pina 
(LSVCC) (cont'd) 

*¢ return and payment of tax, 204.86 

ee revocation of ngsneNations 204. wielncoes 
ee shares. of 


0,0 acquisition by RRSP, 127. 4(1)°qualfying trust” 
127.43) 

e.°7s adjusted cost base. not reduced by eaedil 
S3(2)(kK)G)(C) . 

eo credit for purchase, 127.4 

eee redemption restrictions, 204.81(1)(c)(vii) 


transfer restrictions, 204.81(1)(c)(vii) 

**  tax'where insufficient eligible investments; 204.82 
e rules re, 131(11) 

Labrador 

¢ deduction for individuals residing in, Reg. 7303: NG 
Land 

* adjusted cost base, additions to, 53(1)(h), @) 


¢ allocation of proceeds of disposition between land and 
buildings, 13(21.1), 70¢5)(d) = 


¢ clearing, levelling, draining, 30 
¢ costs relating to ownership of 
ee limitation on deductibility, 18(3.1)-(3.7) 
e _ defined, re restrictions on, deductibility, ISA) 
¢ drainage system, deduction, 30 
¢ interest on debt relating to acquisition of 
ee... defined, 18(3) 
ee limitation on deductibility, 18(2) 
* inventory 
** . cost-to.include non-deductible expenses, 10(1.1): 
¢ deceased taxpayer’s, 70(5.2) 
meaning of, 18(3) 
not depreciable, Reg. 1102(2) 
rent paid before acquisition, deemed depreciable, prop- 
erty, 13(5.2)(c) 
° tillage of soil, 248(1)“farming” 
* unproductive 
¢*. limitation.on deductibility, of expenses, 18(2) 
* used in farming business, see also Farm land 
¢¢. disposition of. 
eee loss, added to cost base, 111(6) 
ee. transferred to child on death, 70(9) 
* used in farming business of partnership 
ee disposition of, 101 
Land drainage system, deduction, 30 
Land registry 
¢ lien on property for various debts owing, 223(5)- —(11) 
Landscaping grounds 
¢ deductible expense, 20(1)(aa) 
Lapse-supported. policy ., 
¢ defined, Reg. 1404(2) [to be repealed], sate 
Large corporation 
appeal by, only on grounds eed in‘objection, 169(2. 1) 
capital tax on, see Large'corporations tax (Part 1.3) 
defined, 225.1(8) 
notice of objection, requirements, 165(1.11)—(1.14) 
R&D investment tax credits limited, 127(10.2) 
required to'remit 1/2 of taxes in dispute, 164(1.1)(d)(@i); 
225.1(7) 
* required to remit source withholdings through financial 
institution, 153(1), Reg. 110 
e small business deduction limited, 125(5:1) 


Large corporations tax (Part 1.3);:181-181.9 >: 

¢ capital, 181.2(3) 

ee financial institutions, 181. 3(3)» 

* capital deduction, 181.5(1))) 

ee related corporations, 181.5(2)-(6) 

* certain corporations exempted, 181.1(3) .. 

¢ deductible in computing branch tax liability, 219(1)(e) 

¢ deduction re, 125.3 

¢ determining values and amounts, 181(3) 

¢ financial institutions, 181.3... 

¢¢ defined, 181(1) 

* instalments, 157(1), (2) 

* investment allowance, 181.2(4) 

** financial institutions, 181.3(4) 

¢ limitation re inclusions and deductions, 181(4) 

¢ long-term debt, defined, 181(1) 

¢ mutual fund reorganization, effect on taxation year, 
132.2(1)(0)(ii) 

¢ partnership interests, value of, 181.2(5) 

¢ payment of tax, 181.7 

e reserves, defined, 181(1) 

e return, 181.6 

* short taxation year, 181.1(2) 

¢ tax payable, 181.1(1) 

* taxable capital, 181.2(2) 

ee financial institutions, 181.3(2) 

¢ taxable capital employed in Canada, 181. a1). 

ee financial institutions, 181.3(1) 

ee non-resident corporation, 181.4 

Large employer 

* required to remit source withholdings through financial 
institution, 153(1), Reg. 110 

Laryngeal speaking aid, as medical expense, .118.2(2)(i) 

Laser-disk 

° capital cost allowance, Reg. Sch. II: Cl. 1200) 


Last, capital cost allowance, Reg. Sch. II:Cl. 12(d) 

Late-filed elections or documents 

¢ detail:on notice of objection, 165(1.12) 

° generally, 220(3.2), Reg. 600 

e resource taxation, 66(12.74)—(12.75) 

e. gs. 85 rollover, 85(7)-(8) 

° te fem capital gain before Sorpepalen goes public, 

Late-filed return — 

° penalty, 162(1), 235 

Law Society 

¢ membership fees, deductible to employee, 8(1)(1)() 

Lawyer : 

* appointed a judge, deferral of income, 24.1 [repealed] 

* books and records required, to be kept, 230(2.1) 

¢ defined, 232(1), 248(1) 

¢ incorporated, see Professional corporation 

* income of, see Professional practice 

¢ solicitor-client privilege, 232 

rit performer (for Canadian film/video tax credit) 
defined, Reg. 1106(5)(a) 

Lead voice (for Canadian film/video tax radi 

¢ defined, Reg. 1106(5)(b) 

Lease 

* option to purchase, see Option 
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Lease cancellation payment, [3(5.5), 20(1)(z), (z.1) 
* amalgamation, on, 87(2)(j.5) 

* limitation on deductibility, 18(1)(q) 

Lease inducement payments 

¢ taxable as income, 12(1)(x) 

Lease-leaseback arrangement 

* rental payments included in cost for CCA, 13(5.4) 
Lease obligation 

¢ defined, for FAPI rules, 95(1) 

* income of foreign affiliate from, 95(2)(a.3) 


Leasehold interest, see also Interest (in property, etc.) 


* capital cost allowance, Reg, 1100(1)(b), 1102(4)-(6), 
Reg. Sch. I:Cl. 13, Reg. Sch. If 


* deemed disposition of, 13(5.1) 

¢ Expo °67 or *86, Reg. Sch. II:Cl. 23 

* property acquired, rules, 13(5.1) 

* separate classes, Reg. 1101(5h) 

Leasing costs 

* non-resident withholding tax, 212(1)(d) 

* passenger vehicle 

¢¢ limitation on deductibility, 67.3 

where more than one lessor, 67.4 

Leasing properties 

* amalgamations, 16.1(4) 

* assignments, 16.1(2), (3) 

* capital cost allowance, Reg. 1100(15)-(20), 1101(Sc) 

¢ defined, Reg. 1100(17)(20) 

** non-arm’s length exception, Reg. 1102(20) 

* minimum tax, 127.52(1)(b), (c.2)(ii), 127.52(3)“rental or 
leasing property” 

¢ replacement property, 16.1(5){7) 

¢ rules re, 16.1 


rules where election filed, 16.1(1)-+(4) 
subleases, 16.1(2), (3) 
* windings-up, 16.1(4) 
Leaving Canada, see Ceasing to be resident in Canada 


Legal costs, see also Court: costs 
* collecting or establishing right to pension benefit 
ee deduction for, 60(0.1) 
** reimbursement of, taxable, 56(1)(1.1) 
* collecting or establishing right to retiring allowance or 
severance pay 
* deduction for, 60(0.1) 
* reimbursement of, taxable, 56(1)(1.1) 
collecting or establishing right to wages 
¢ deduction for, 8(1)(b) 
* reimbursement of, taxable, 6(1)(j) 
* conducting appeal, of, 60(0) 
deductible, 8(1)(b),  60(0), 
118.2(2)(.1)G) 


* income when awarded or reimbursed, 6(1)(j), 56(1)(1); 
(1.1) 


* moving expenses, 62(3)(f) 

* objecting to assessment, 60(0) 

* objecting to determination; 152(1.2) 

* purchase of new home, 62(3)(f) 

* relating to organ or bone marrow 
118.2(2)(1.1)@) 

* seizure of chattels, 225(2), (4) 

Legal representative of deceased taxpayer 


* application to Minister re vesting of properties, 70(5.2), 
(6), (9), (9.2) 


(0.1),  62(3)(f), 


transplant, 


e election re amounts receivable, 70(2) 

ee revocation of, 70(4) 

¢ election re losses, 164(6) 

ee reassessment, 152(6) 

* election re payment of tax in instalments, 159(5)-(7) 
¢ election re reserves, 72(2) 

¢ information return, Reg. 206 

* return of income, when due, 70(7) 


Legislative assembly (or Legislature) 
¢ defined, /nterpretation Act s. 35(1) 
¢ member of, expense allowance exempt, 81(2) 


Lending asset, see also Specified debt obligation 

* cost amount of, 248(1)“cost amount’’(d.1) 

¢ defined, 248(1) 

** for FAPI purposes, 95(1)“lending of money” closing 

words ; 

Lending of money, see also Loan 

¢ defined, for FAPI rules. 95(1) 

Level-yield method (for allocation return from specified 

debt obligation) 

¢ defined, Reg. 9102(2) 

Liabilities 

¢ determination of, for debt 
61.3(1)(b)C(ii) 

Liability for tax 

¢ failure to withhold tax on payment to non-resident, 
215(6) 

¢ general, 2 


* income from property transferred at non-arm’s length, 
on, 160(1)-(3) 

* joint and several 

ee assessment of, 160.1(3) 

** charitable organization and charitable foundation, 

188(4) 
*¢ charity revocation tax, 188(2) 
*¢ debt forgiveness reserve, asset transfer, 160.4 


** debtor and transferee following transfer of forgiven 
amount, 80.04(11) 


** directors and corporation, source withholdings and 
other amount, 227.1 


** excessive election re capital dividend or capital gains 
dividend, 185(4) 

ee GST credit overpayment, 160.1(1.1) 

ee “fe apomage trust and Canadian resident beneficiary, 

) 

°° Part III tax, 185(4), (6) 

¢¢ payor and non-resident, withholding tax, 227(8.1) 

*¢ person responsible for withholding taxes, 227(5) 

*¢ property transferred not at arm’s length, 160(1) 


** property transferred to use other taxpayer's benefit, 
160(1.1) 


** RCA benefits received by another, 160.3 
¢* RRIF, amounts received under, 160.2(2) 
** RRSP, amounts received under, 160.2(1) 


*¢ secured creditor, for remittances, 227(5.2)-(5.5) 
(draft) 


¢¢ transferred Part VI.1 tax, 191.3(1)(e) 


** trustee and person whose property is being managed; 
withholding, 153(1.3) [repealed], 227(5), (5.1) 


** trustee in bankruptcy and bankrupt corporation; 
128(1)(e) 
¢¢ UI premium tax credit, 160.1(2.2) 


forgiveness reserve, 
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Liability for tax (cont’d) 

* non-resident corporation 

*¢ carrying on business in Canada, 219 

¢ not affected by incorrect assessment, 152(3) 
¢ Part I, 2 

¢ Part Ill, 184 

e Part IV, 186(1) 

e Part V, 188 

¢ Part VII; 192 

¢ Part VIII, 194(1) 

e Part IX, 196(1) 

¢ Part X, 198(1), (3), 199(1), 201 

e Part X.1, 204.1 

e Part X.2, 204.6 

e Part XI, 206(2) 

e Part XU1, 207.4 

e Part XI.2, 207.3 

e Part XII, 208 

e Part XII.1, 209(2) 

¢ Part XII.2, 210.2(1), d.1) 

Part XII.3, 211.101) 

Part XII.4, 211.6(1) 

Part XIII, 212 

Part XIV, 219 

¢ transfer of property to spouse or minor, 160(3) 
“trustee Petey 159 

Library books 

° capital cost allowance, Reg. Sch. II:Cl. 12(a) 


Licences 
* capital cost allowance, Reg. 1100(1)(c), Reg. Sch. II:Cl. 
14 


* representation expense, 13(12), 20(1)(cc), 20(9) 

Licensed annuities provider 

e defined, 147(1) 

Licensing of property 

e defined, for FAPI rules, 95(1) 

Lieutenant governor 

e defined, Interpretation Act 35(1) 

¢ pension plan, Reg. 8309 

¢ RRSP contribution room, Reg. 8309(1) 

Life equity limit, defined, Reg. 2405(3) 

Life estate in real property 

¢ defined, 43.1(1) 

¢ effect of retaining, 43.1(1) 

* termination of, 43.1(2), 53(1)(0) 

Life income fund, see Registered retirement income fund 

Life insurance, see also Life insurance corporation; Life 

insurance policy 

* business, defined, 248(1) 

e definitions, 148(9) 

¢ group plan, whether premiums an employment benefit, 
6(1)(a)G), 6(4) 

* net cost of pure insurance, Reg. 308 

¢ policy, see Life insurance policy 

e policy loan, see Policy loan (life insurance) 

¢ policyholder 

e¢ “adjusted cost basis” of policy, 148(9)“adjusted cost 

basis” 

ee “child” of, 148(9) 

ee deemed dispositions, 148(2) 

¢e disposition of interest at non-arm’s length, 148(7), 


(8) 
ee disposition of part of interest, 148(4) 
ee apie from disposition of interest in policy, 148(1), 
* premiums, see Premium 
* proceeds received as annuity, 148(6) 
e “relevant authority” defined, 148(9) 
¢ rules re certain policies, 148(3) 
Life insurance capital dividend, see also Capital divi- 
dend account 


¢ brought into capital dividend account, 89(1)“‘capital div- 
idend account’’(e) 


¢ defined, 248(1) 

Life insurance corporation, 
corporation 

¢ accumulated 1968 deficit, defined, 138(12) 


¢ building under construction etc., amount included in in- 
come re, 138(4.4)-(4.6), Reg. 2410 


* capital gain on pre-1969 property, 138(11.2) 
* capital tax, 190.1(1), 190.1(1.1) 


¢ change in use rules, 138(11.3), (11.4), (11.41), (11.6); 
ITAR 26(17.1) 


computation of income, 138(1)-(6) 
deductions, 138(3), Reg. 1401 
Part XII.3 tax, 138(3)(g) 
deemed a public corporation, 141 
defined, 248(1) 
definitions, 138(12) 
depreciation deemed to have been allowed to, 13(23) 
dividends from taxable corporations, 138(6) 
foreign taxes not deductible, 138(5.1), (8) 
identical properties of, 138(11.1) 
information returns, Reg. 217 
maximum tax actuarial reserve, 138(12) 
1975-76 excess policy dividend deduction, 138(3.1) 
non-capital loss of, 111(7.2) 
non-resident, 219(4)-(8), Reg. 2401 
branch tax elections, Reg. 2403 
life equity limit, Reg. 2405 
life surplus factor, Reg. 2405 
provincial, conversion to mutual corporation, 139 


real property, vacant or under development, amount in- 
cluded in income re, 138(4.4)-(4.6), Reg. 2410 


“relevant authority” defined, 138(12) 
reserves, Reg. 1401-1404 
rules applicable to, 138 
segregated funds of, 138.1, Reg. 6100 
tax on investment income, 211-211.6 
¢ Canadian life investment income, 211.1(3) 
e interest on overdue tax, 211.5 
¢ payment of tax, 211.4, 211.5 
e rate of tax, 211.1(1) 


see also Insurance 


return, 211.2 
taxable Canadian life investment income, 211.1(2) 
e taxable income of, 138(7) 
Life insurance policy, see also Annuity contract 
¢ accrued income, 12.2 
* amounts included in income on anniversary, 12.2(1) 
¢ anniversary day, defined, 12.2(11) 
e deduction for over-accrual, 20(20) 
acquisition costs of, Reg. 1404(2) 
“adjusted cost basis” of, to policyholder, 148(9) 
anniversary day, defined, 12.2(11) 
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Life insurance policy (cont’d) 

* annuity, proceeds received as, 148(6) 

* corporation beneficiary under, where, 89(2) 

¢ deemed disposition of, 148(2) 

¢ defined, 12.2(10), 138(4.01), 138(12), 211(1), 248(1), 
Reg. 1404(2), 1408(1) 

* disposition by non-resident 

oe... certificate, 116(5.2) 

presumption, 116(5.4) 

purchaser liable for tax, 116(5.3) 

rules, 116(5.1) 

* disposition of 

** amount included in income, 148(1.1) 

¢¢ deduction, 20(20) 

ee defined, 148(9)“disposition” 

*¢ no capital gain, 39(1)(a)(iii) 

** no capital loss, 39(1)(b)(i1) 

** non-arm’s length, 148(7), (8) 

*¢  policyholder’s income, 148(1), (4) 

** proceeds of 

° defined, 148(9)“proceeds of the disposition” 

° income, 56(1)(j) 

¢ dividends, 148(2) 

* enhanced capital gains deduction, effect on, 110.6(15) 

* exempt policy, Reg. 306 

defined, 12.2(11) 

* group term, defined, 248(1) 

* in Canada, defined, 138(12), 211(1), 248(1), Reg. 
1408(1) 

¢ income from, 148 

* interest in 

** amount to be included, 12.2(1) 

*¢ owned under deferred profit sharing plan, 198(6)-(8) 

ee “value” defined, 148(9)‘‘value’” 

* life annuity contract, 148(10) 

* loan, see Policy loan (life insurance) 

* mortality gains and losses, Reg. 308 

* net cost of pure insurance, Reg. 308 

* participating, defined, 138(12) 

* premium, see Premium 

* “prescribed increase” in benefit on death under, Reg. 
309(2) 

* prescribed premium, rules, Reg. 309 

* proceeds of the disposition of, defined, 148(9) 


* retirement compensation arrangement. funded by, 
207.6(2) 

e riders, 12.2(10) 

* segregated fund, 138.1, Reg. 6100 

defined, 138(12) i: 

* “tax anniversary date” defined, 148(9) 

¢ third anniversary amounts, defined, 12.2(11)anniver- 
sary day” 

* transfer to spouse, 148(8) 

*¢ breakdown of marriage, on, 148(8.1) 

ee death, on, 148(8.2) 


Life insurer, see Life insurance corporation 


Life interest, see Life estate in real property 

Life surplus factor, defined, Reg. 2405(3) 

Lift, power-operated (for wheelchair etc.) 

* medical expense, Reg. 5700(m) 

Lift truck, industrial 

* capital cost allowance, Reg. Sch. II:Cl. 29, Sch. IE:Cl. 40 


Limitation of benefits rule, Canada—U.S. Tax Convention 
Art. XXIX A 


Limitation periods, see also Filing deadlines; Reassess- 

ment; Statute-barred debt, deemed settled 

* prosecution for offences, 244(4) 

Limited-dividend housing company, 

149(1)(n) 

Limited liability company (U.S.) 

* treated as foreign affiliate, Reg. 5907(11.2)(b) 

Limited partner, see also Limited partnership; Specified 

member (of partnership) 

¢ at-risk rules, 96(2.1)-(2.7) 

* deemed capital gain on negative adjusted cost base, 
40(3.1)(a) 

¢ defined, 96(2.4) 

¢¢ for investment tax credit, 127(8.5) 

*¢ for minimum tax purposes, 127.52(3) 

¢¢ for partnership interest negative ACB, 40(3.14) 

ee for tax shelter investments, 143.2(1) 

* investment tax credit, 127(8.1) 

¢ limit on cost of investment, 143.2(1)“tax shelter invest- 
ment’(b), 143.2(6) 

* minimum tax, 127.52(1)(c.1) 

* research and development losses, 96(1)(g) 

* resource expenses, 66.8 

Limited partnership, see also Limited partner; Partner- 

ship; Tax shelter: investment 

* losses, see Limited partnership losses 

¢ mutual fund commissions financing, 18.1 

* service of documents on, 244(20)(b)(ii)(A) 

* small business investment, Reg. 5102 

Limited partnership losses, see also Limited, partnership 

* adjusted cost base of partnership interest, reduction for, 
53(2)(c)(i.1) 

* amalgamation, on, 87(2.1)(a), (b) 

° at-risk amount, 96(2.1) 

*¢ artificial transactions to increase, 96(2.6), (2.7) 

e* defined, 96(2.2) 

¢ carryforward of, 111(1)(e) 

** non-residents, 111(10) 

¢ deductibility, 96(2.1) 

¢¢ limitation on, 111(3)(a) 

e defined, 96(2:1), 111(10), 248(1)..... 

¢ determination of, by Minister, 152(1,1), (1.2), (1.3) 

* minimum tax, 127.52(1)(c.1) 

* order of deduction, | 11(3)(b) 


* partnership interest acquired by subsequent person, 
96(2.3) 


* winding-up, on, 88(1.1) 

Limited-recourse amount 

¢ defined, for tax shelter investments, 143.2(1), (7) 

Linefill 

* in pipeline, no CCA, Reg. 1102(1)(k) 

Linen 

* capital cost allowance, Reg. Sch. II:Cl. 12(g) 

Liquidator 

* certificate before distribution, 159(2) 

* return required, 150(3) 

¢ withholding tax, liability for, 153(1.3) [repealed], (1.4) 
[repealed], 227(5), (5.1) 


List of amounts, see Dollar amounts in legislation and 
regulations 


exemption, 
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List of taxes and tax rates, see Rates :of tax 

Listed country 

¢ for foreign affiliate purposes, Reg. 5907(11)-(11.2) 
Listed personal property, 
property 

¢ defined, 54 

¢ loss from 

ee defined, 41(3) 

ee reassessment, 152(6)(b) 
ee« usable only against LPP. gains, 3(b)(ii), 41(2) 
¢ net gain from disposition, 41(2) 

Litigation, costs of, see Court: costs 

Liver extract, as medical expense, 118.2(2)(k) 
Livestock 

¢ destruction of 

ee deferral of income from, 80.3(2) 

exceptions, 80.3(6) 

ee. inclusion of deferred amount, 80.3(3) 

eee amalgamation, on, 87(2)(tt) 

¢ exhibiting and raising, 248(1)“farming” 

¢ sales of, in prescribed drought regions 

ee deferral of income, 80.3(4) 

exceptions, 80.3(6) 

ee inclusion of deferred amount, 80.3(5) 

eee amalgamation, on, 87(2)(tt) 

Living together, deemed spouses, 252(4) 

Loan , 
(monetary) 


* acquired in ordinary course of business of insurer or 
moneylender, 20(27) 


¢ back-to-back, to spouse or minor, 74.5(6) 

* corporation to, to reduce income, 74.4(2) 

*¢ outstanding amount, 74.4(3) 

* cost amount of, 248(1)“cost amount’’(d.1) 

° election to treat excess of dividend as, 184(3.1)-(S) 
* eligible, by international banking centre, 33.1(1) 
¢ employee, to, included in income, 6(9), 80.4(1) 
¢ foreign affiliate’s income from, 95(2)(a.3) 

¢ forgiveness of, see Debt forgiveness 

* home purchase, see Home purchase loan 

e interest-free or low-interest 

e¢ to child, 74.1(2) 

e¢ to employee, 80.4(1) 

*¢ to non-arm’s length person, 56(4.1) 

ee to non-resident, 17 

¢*e to shareholder, 15(2)—(2. 6) 

*¢ to spouse, 74.1(1) 

¢ inventory write-down restricted, 18(1)(s) 

¢ minor, to, 74.1(2), 74.5(6)-(11) 

ee for value, 74.5, (2) 

ee repayment of, 74.1(3) 

* non-arm’s length person, to, 56(4.1)-(4.3) 

ee used to repay existing indebtedness, 56(4.3) 
¢ non-resident, to, by corporation, 17 

* partner, by, to partnership 

* interest paid on money borrowed to make, 20(3.2) 
¢ partnership interest, of, 96(1.8) 

* personal services business, to 

ee inclusion in income, 12(1)(w) 

* policy, repayment of, 60(s) 


see also Art; Personal-use 


see. also Borrowed money; Debt; 


Interest | 


¢ reduction in value of 

ee limitation on deduction re, 18(1)(s) 

¢ related person, to, see non-arm’s length person (above) 

¢ shareholder, by, to corporation 

** interest paid on money borrowed to make, 20(3.1) 

¢ shareholder, to, by corporation, 15(2)-(2.6), 80.4(2) 

**¢ capacity test, 15(2.4)(e) 

ee deemed benefit, 15(9) 

¢ — forgiveness of, 15(1.2) 

° interest paid on money. borrowed to make, 
20(1)(c)(vi) 

ee non-residents, 15(2.2), (8), 227(6.1) 

*¢ persons connected with, 80.4(8) 

e¢ repayment of, 20(1)(j) 

* spouse, to, 74.1(1) 


¢ for value, 74.5(2) 
¢ repayment of, 74.1(3) 
value, for, to non-arm’s length person, 56(4.2) 
wholly-owned subsidiary, to, 17, 218 
Lobbying, see Representation expenses 


Local 

¢ of union, deemed same employer as union, 252.1 

Lodge, expense of, not deductible, 18(1)(1) 

Lodging, see Board and lodging 

Logging equipment, Reg. Sch. II:Cl. 10(0) 

Logging operations 

¢ income from, in the province, defined, 127(2)* income 
for the year from logging operations in the province” 

Logging property 

e investment tax credit, 127(9)“qualified property”(c)(ix) 
(to be repealed), 127(9)*qualified property’(c)(iu1) 
(draft) 

Logging tax 

¢ deduction from income tax, 127(1), Reg. Part VII 

¢ defined, 127(2) 

* provincial legislation imposing, Reg. 700(3) 

¢ rules applicable to, 127(1) 

“Long-term debt’ defined, 181(1), 190(1) 


Look-back rule (for flow-through shares) 
* interest charged as tax, 211.91(1) 
* renunciation permitted, 66(12.66)(a.1) 


Loss(es) 

* amalgamation, on, 87(2.1) 

¢ business or property, from, 9(2) 
* capital, see Capital loss 

° carryback 

ee amended return, 152(6)(c) 

ee effect on interest payable, 161(7), 164(5), (5.1) 

¢ carryforward, see Carryforward 

¢ carryover of, 111 

*¢ corporation, by, 111(5)-(5.4) 

eee anti-avoidance provision, 111(5.5) 

ar eue change in control of corporation, 111(4) 

ee farming business, from, 111(1)(c), (d), 111(6), (7) 
e* restricted, for corporation becoming or ceasing to be 


exempt, 149(10)(c) (draft), 149(10)(d). (to be 
repealed) 
¢ determination of, by Minister, 152(1.1), (1.2), (1.3) 
¢ disposition of debt in exchange for replacement obliga- 
tion, 40(2)(e.2) 
¢ disposition of debt owing by related person, deemed nil, 
40(2)(e.1) 
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Loss(es) (cont'd) 
¢ disposition of share of, foreign affiliate, on, eee (4) 


¢ farm, defined, 111(8) 

* farmer or fisherman, averaging income, 119(8) 

¢ farming, see also Farm loss 

*¢ after land disposed of, 111(6) 

*¢ carryover of, 111(1)(d) 

ee deduction limited, 31 

ee effect on cost base of land, 53(1)(i) 

¢e¢ limitation on deductibility, 111(3), (6), (7) 

*¢ partnership, of, 101, 111(7) 

** reduction on debt forgiveness, 80(3)(b), (c) 

*¢ restricted farm loss, see Restricted farm loss 

¢ foreign affiliate’s, Reg. 5903, 5907(1)(e) 

¢ insurer’s, 138(2) 

* international banking centre, from, 33.1(3), 33.1(4) 

° Linea on deductibility, 111(3), see also Stop-loss 
rules 

* net capital, see Net capital loss 

* non-capital, see Non-capital loss 

* office or employment, from, 5(2) 

order of reduction, on settlement of debt, 80(2) 

¢ place, from sources in, 4 

* reduction of, on property previously owned by trust, 

107(6) 

resource, see Reource loss 

share that is capital property, on, 112(3), (4) 

* source, from, 4 

superficial 

*¢ business of lending money, 18(13), (15) 

*¢ capital property, 40(2)(g)(), 54 

ee defined, 54 

ee eligible capital property, 14(12), (13) 

*¢  insurer’s, no deduction for, 138(5.2) 

*¢ inventory held as adventure in nature of trade, 

18(14)-(16) 

¢ terminal 

¢¢ deduction for, 20(16) 

¢* no deduction re motor vehicle, 20(16.1) 

¢ transfer of, see Suspension of losses; Transfer of losses 


Loss of income source, deduction for interest expense, 
20.1 


Loss offset program, see Fuel tax rebate 


Lottery 

* capital gain or loss nil, 40(2)(f) 

* prize winnings, not taxed (no taxing provision) 
Lump-sum payment 

* averaging provisions, ITAR 40 

* defined, Reg. 103(6) 

¢ withholding of tax, Reg. 103(4) 

Luxury vehicle, see Passenger vehicle: luxury 


M 
M & P, see Manufacturing or processing: credit . 
MIC, see Mortgage investment corporation 
MLA, see Member: legislative assembly 


MPP, see Member: legislative assembly; Money purchase 
provision 


MURB, see Multiple-unit residential buildings 
Machine part, cutting or shaping 
* capital cost allowance, Reg. Sch. II:Cl. 12(j) 


Machinery and equipment 
* capital cost allowance for, Reg. Sch. II:Cl..8, Sch. II:Cl. 
Zo 


Magazine advertising 

¢ limitation, 19 

Mail 

* notice of objection, 165(2) 

* presumption re mailing date, 244(14) 

¢ proof of service by, 244(5) | 

* receipt of things mailed, 248(7) 

Maintenance, see Support payments (spousal or child) 

Maintenance costs 

* automobile, see Automobile; operating costs 

* trust property, of, 105(2) 

Majority-interest group of partners 

¢ defined, 251.1(3) 

Majority interest partner 

* acquisition of control of corporation that is, 13(24), 
66(11.4) 


° canal loss denied on disposition to partnership, 40(3.3), 
(3.4), 97(3) 


© defined, 15.13) (to be repealed), 15.2(3) (to be re- 
pealed), 97(3.1) (to be repealed), 248(1) 

Management fee 

¢ paid to non-resident, 212(1)(a) 

ee defined, 212(4) 

Manitoba, see also Province 

¢ disclosure of Child Tax Benefit information to, Reg. 
3003(b) 

¢ labour-sponsored venture capital corporation of 

oo -- Tecovely OLLSVCC credit, 2} 1.7 


* Mineral Exploration Incentive Program Act, assistance 
under, Reg. 6202.1(5)“excluded obligation’’(a)(i) 


¢ northern, see Northern Canada 


¢ Rural Development Bonds, eligible for RRSP. invest- 
ment, Reg. 4900(1)(1.1) 


* tax rates, see introductory pages 

Manufacturing or processing 

* assets, capital cost allowance, Reg. Sch. I[:Cl. 43 

¢ business 

*¢ deemed capital cost of property acquired for, 13(10) 
** new, in designated area 


sie capital cost allowance for property used in, Reg. 
sche TEC: 24 


* credit,‘125:1, Reg. Part.Lil 

¢ defined 

*¢ for Class 29 CCA, Reg. 1104) 

ee for investment tax credit, 127(11)(a) 


°° for M&P credit, 125.1(3)“manufacturing _ or 
processing” 
*¢ for manufacturing and processing credit, 


125.1(3)“manufacturing or processing’ 
* property used in, capital cost allowance, Reg. 1102(15), 
(16), Reg. Sch. ILC. 29, Sch. If:Cl. 39, Sch. I[:Cl. 40 
Marine railway 
* capital cost allowance, Reg. Sch. [:Cl. 7 
¢ tobacco, surtax on, 182, 183 
Mark-to-market property, 142.5, see also Specified debt 
obligation 
* amalgamation, effect of, 87(2)(e.4), (e.5) 
* annual recognition of gain or loss, 142:5(2) 
* cost amount of, 248(1)“cost amount’(c:1) 
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Mark-to-market property (cont’d) 
debt obligation, interest on, 142.5(3) | 
deemed disposition of, 142.5(2), 
defined, 142.2(1) 
e _ for stop-loss rules, 112(6)(c) 
efor transitional rules, Reg. 8102(1), $104(1) . 
disposition of 
¢ adjustment for dividends received, 112(5)-(5.2) 
e, . deemed 
ee annual, 142.5(2) 
ee on windup, 88(1)(). . 
¢ income treatment, 142.5(1) 
* no capital gain, 39(1)(a)(i.2) 
*._ no capital loss, 39(1)(b)(@i) 
rollover not permitted, 85(1.1)(g)Gii) 
stop-loss rules restricted, 112(5.6) 
superficial loss rule not applicable, 142. 6(7) 
transitional rules, 142.5(4)-(9), Reg. 8102-8105 


¢ election re taxation year that includes February 
22/94, 142.6(8)—(10) 


¢ winding-up, effect of, 88(1)(a. 3), (h), (i) 

Marketing board 

¢ patronage dividends where board used, 135(8) 

Marriage, see also Spouse 

* breakdown of,’ see Divorce and sepatation 

¢ defined, 252(4)(b) 

Married status 

e defined, 252(4)(c) 

¢ tax credit, 118(C1)B(a) 

ee limitation, 118(4) 

Master trust 

¢ defined, Reg: 5001 

¢ election re proportional holdings in property of 

e* exempt from tax on foreign property holdings, 
206(2.1) 

¢ excluded from various trust rules, 108(1)“‘trust”(a) 

¢ exempt from tax, 149(1)(0.4) 

¢ foreign property holdings, tax on, 205(a) 


e where not applicable, 206(2.1) 


information return where interest claimed to be qualified 
investment, Reg. 221 


* minimum tax not payable, 127.55(f)(iii) 
Matchable expenditure 

e deemed to be a tax shelter investment, 18. aki 

e defined, 18.1(1) 

¢ deduction restricted, 18.1(2)-(4) 

Matrimonial regime, dissolution of, 248(22), (23) 
Maturity 

¢ registered retirement savings plan, of, 146(1)“maturity” 
Meals, see also Entertainment expenses (and meals) 
¢ employee’s, deduction limited, 8(4) 

Mean policy loans, of insurer, Reg. 2405(3) 

¢ and foreign policy loans, Reg. 2405(3) 

Medical devices and equipment 

¢ prescribed, 118.2(2)(m), Reg. 5700 

Medical doctor 

° defined, 118.4(2) 

Medical expenses 

e alarm for infant, Reg. 5700(r) 

¢ ambulance, 118.2(2)(f) 

* animal trained to assist impaired person, 118.2(2)(1) 


e e e e e e e e ® e e e e e e e e e@ e e e ro) e 


SYiS 


artificial eye, 118.2(2)() 

artificial limb, 118.2(2)(i) 

blood sugar measuring device, Reg. 5700(s) 
bone marrow transplant, 118.2(2)(1.1) 
catheters and catheter trays, 118.2(2)(i.1) 
closed-caption TV decoder, Reg. 5700(q) 
colostomy pad, 118.2(2)(i) 

credit for, 118.2-118.4 

crutches, 118.2(2)(1) 

deemed, 118.2(3) 

deemed payment of, 118.2(4) 

defined, 118.2(2) 

denture costs, 118.2(2)(p) 

devices and equipment, Reg. 5700 
diapers for incontinence, 118.2(2)(i. 1). 
drugs, 118.2(2)(n) 

extremity pump, Reg. 5700(u) 
eyeglasses, 118.2(2)() 


full-time attendant for physically or mentally impaired 
person, 118.2(2)(b), (c) 


guide dog, 118.2(2)()) 

hearing aid, 118.2(2)(i) 

hearing loss, rehabilitative therapy, 118.2(2)(.3) 

home renovations, 118.2(2)(1:2) 

hospital bed, Reg. 5700(h) 

iliostomy pad, 118.2(2)(i) 

incontinence-related products, 118. rent 1) 

inductive coupling osteogenesis stimulator, 

5700(v) 

infusion pump, Reg. 5700(s) 

insulin, 118.2(2)(k) 

iron lung, 118.2(2)() 

kidney machine, 118.2(2)@) 

laboratory procedures, 118.2(2)(o) 

laryngeal speaking aid, 118.2(2)(i) 

limb brace, 118.2(2)@) 

lip reading training, 118.2(2)(1.3) 

liver extract, injectible, 118.2(2)(k) 

medical equipment and devices, 118. 2(2)(i), (eo: 
prescribed, 118.2(2)(m) 

medical practitioners etc., references to, 118. 4(2) 

mental: or physical impairment, 118.2(2)(b)-(e), 118.3 
transfer of unused credit to spouse, 118.8 


modifications to dwelling for physically impaired per- 
son, 118.2(2)(1.2) 


notch provision, 118.2(1)D 
orthopaedic shoe, etc., Reg. 5700(e) 
oxygen, 118.2(2)(k) 

pacemaker, Reg. 5700(d) 

partial dependency, 118.3(3) 


prescribed devices and equipment, 118.2(2)(m), Reg: 
5700 


private health services premiums, 118,2(2)(q) 


rehabilitative therapy for, hearing/speech 
118.2(2)d.3) 


reimbursed, 118.2(3) 
by employer, 118.2(3)(a) 
remuneration for attendant, 118.2(2)(b), (c) 
rocking bed, 118.2(2)(i) 
sign language training, 118.2(2)(1.3) 
speech loss, rehabilitative therapy, 118.2(2)(.3) 
speech synthesizer, Reg. 5700(p) 
spinal brace, 118.2(2)(i) 


Reg. 


loss, 
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Medical expenses (cont'd) 

* syringe, Reg. 5700(b) 
TDD, Reg. 5700(k) 
transportation services, 118.2(2)(g) 

¢ where ambulance etc. not available, 118.2(4) 
travelling expenses, 118.2(2)(h) 

* truss, hernia, 118.2(2)(i) 

¢ vitamin B12, 118.2(2)(k) 

¢ walker, 118.2(2)(i), Reg. 5700(1) 

¢ wheelchair, 118.2(2)(i) 


wheelchair lift, Reg. 5700(m) 
wig, Reg. 5700(a) 
Medical instruments (small) 
* capital cost allowance for, Reg. Sch. II:Cl. 12(e) 


Medical practitioner 

¢ defined, 118.4(2) 

Medical Research Council . 

* payments to, as R&D expenditures, 37(1)(a)(ii)(B), 
37(7)“approved” 

* research grants, taxable, 56(1)(0) 

Member 

¢ credit union, defined, 137(6)“member” 

° legislative assembly, expense allowance, 81(2) 

¢ Parliament 

ee election contributions 

Se credit, 127(3) 

eee records of, 230.1 


* income treated as 
248(1)“office” 


*¢ retiring allowances, 60(j.02)—(j.04) 

¢ partnership, see Partner 

* pension plan, defined, 147.1(1) 

Membership dues 

* employee, deduction, 8(1)(i)(i), (iv)=(vi) 

* recreational club etc., not deductible, 18(1)(1)(ii) 
Mental or physical health ; 

* counselling related to 

*¢ value not included in employee’s income, 6(1)(a)(iv) 
Mental or physical impairment, see also Blind person; 
Hearing impairment; Mobility impairment 

* attendant care expenses, deduction from income, 64 
*¢ residents absent from Canada, 64.1 

* credit for, 118.3 

*¢ full-time attendant, 118.2(2)(b), (c) 

*¢ partial dependant, 118.3(3) 


employment income, 


unused, transfer to spouse, 118.8 
education credit, 118.6(3) 


Minister may obtain advice from Dept. of Health and 
Welfare re, 118.4(2) 


* modifications to dwelling, tax credit for, 118.2(2)(1.2) 
¢ nature of, 118.4(1) 

¢ student, 118.6(3) 

* “totally and permanently disabled” 

*¢ meaning of, for pension plans, Reg. 8500(1) 
Merchant navy veteran pension, exempt, 81(1)(d) 
Merger, see also Amalgamation 

* cross-border, 128.2 

* deemed receipt of shares on, 87(1.1) 

¢ rules applicable, 87(9) 

Methods of accounting prohibited, see Accounting 
Metric scales, capital cost allowance, Reg. Sch. II:Cl: 


12(p) 
Mexico, see also Foreign government 
* certain bonds of, see Brady bond 


Migration, see Becoming resident in Canada; Ceasing to 
be resident in Canada rG 


Mileage allowances, Reg. 7306 

Mine 

¢ additional allowances, Reg. 1209 

* buildings, Reg. Sch. II:Cl. 10(g), Sch. If:Cl. 41 

* capital cost allowance, Reg. 1100(1)(w), (x), 1100A 
ee definitions, Reg. 1104(5)-(8) 

* defined, Reg. 1104(6)(b), 1104(7)(a), 1206(1), 3900(2) 
¢ depletion allowance, see Depletion allowances 

°  oatege etc., Reg. Sch. I:Cl. 10(k)—10(m), Sch.II:Cl. 


* exempt income from, Reg. 1100A [Revoked], Part XIX 
[Revoked] 

* exploration and development expenses, 66 

* income from a, meaning of, Reg. 1104(5), (6)(a) 

¢ industrial mineral, Reg. 1100(1)(g), Reg. Sch. V 

°° separate class, Reg. 1101(4) | 

* new or expanded 

** separate capital cost allowance classes, Reg. 
1101(4a)-(4d) 

* property, Reg. Sch. II:Cl. 28, Sch. II:Cl. 41 

¢ shafts etc., Reg. Sch. II:Cl. 12(f) 

* townsite costs, see Townsite costs 


Mineral resource 

* acquisition, unreasonable considerations, 69(7) 
¢ allowance, 20(1)(v.1), 65 

¢ defined, 248(1) 

¢ disposition of, for unreasonable consideration, 69(6) 
* regulations, 20(15) 

* royalties, 12(1)(0) 

** not deductible, 18(1)(m) 

Mineral rights 

¢ dealers in, limitation, 66(5) 

“Minerals” defined, 248(1) 

Minimum amount 

¢ defined 

ee for minimum tax, 127.51 

ee for RRIF, 146.3(1)“minimum amount’ 


Minimum tax, 127.5—127.55 


* additional tax for income not earned in a province, and, 
120(4)“tax otherwise payable under this Part” 


* additional tax re : 

ee excluded from instalment estimates for farmers and 
fishermen, 155(1)(a) 

* adjusted taxable income, 127.52 

* basic exemption, 127.53 

* basic minimum tax credit, 127.531 

* carryback re 

*¢ effect on interest payable to taxpayer, 164(5), (5.1) 

*¢ no effect on interest payable, 161(7) 

* carryover, 120.2 

ee additional tax, determination of, 120.2(3) 


* overseas employment tax credit not reduced by, 
122.3(2)“tax otherwise payable under this Part for 
the year” 


*¢ where not applicable, 120.2(4) 
* excluded from “tax payable” etc. under Part I, 117(1) 
* foreign tax credit, 127.54 
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Minimum tax (cont'd) 

¢ partnership investing in residential property or Canadian 
film, 127.52(2) 

* Quebec abatement and, 120(4)“tax otherwise oes 
under this Part” 

¢ where not applicable, 127.55 

‘Mining corporation 

* prospecting, exploration and*development expenses, 
ITAR 29(2)(5) 

Mining exploration depletion base 

¢ defined, Reg. 1203(2) 

* expenses added to ; 

** amounts receivable, portion included in income, 

59(3.3)(f) 

Mining exploration expenses, “grass-roots” 

* expenses in first 60 days of year, 66.1(8) 

¢ partnership deemed not at arm’s length, 66(17) 

Mining property, see also Canadian resource property 

* capital cost allowance, Reg. Sch. If:Cl. 28, Sch. ICI. 41 

¢ defined, 35(2) 

« excluded from 
66(12.62)(b.1) 

* prospector’s exemption, 35 

Mining reclamation trust 

* amalgamation of corporation, effect of, 87(2)G.93) 

* beneficiary, credit to, 127.41 

*¢ reduction in corporate benefictary’s instalments, 

157(3)(e) 

* cost amount of interest in, 248(1)“cost amount’(e.2) 

¢ defined, 248(1) 

¢ disposition of interest in, income, 12(1)(z.2) 

e* no capital gain, 39(1)(a)(v) 

*¢ no capital loss, 39(1)(b)(i1) 

e income from, 12(1)(z.1) 

e residence of, 250(7) 

* tax on, 211.6 

Mining taxes, deduction, 20(1)(v), Reg. 3900 

Minister of Canadian Heritage | 


* certification of Canadian film/video production, 
125.4(1)“Canadian film or video production certificate” 


** revocation of certificate, 125.4(6) 


Minister of the Environment 

* certification of ecologically sensitive land, see Ecologi- 
cal gifts 

* permission to dispose of ecologically sensitive land, 
207.31 

Minister (of National Revenue), 

Canada 

¢ advice from Dept. of Health and Welfare re mental or 
physical impairment, 118.3(4) 


¢ arbitrary assessment by, 152(7) 


° authority re determination of charitable foundation’s 
“prescribed amount”, 149.1(1,2) 

¢ authorized to accept security for payment of tax etc., 
220(4)(4.4) 

¢ burden of proof in assessing penalty, 163(3) 

* certificate of exemption, 212(1)(b)(iv), (14) 

° certificate re proposed disposition of property by non- 
resident, 116(2) 

¢ chief source of income, determination re, 31 

* consent to change of fiscal period, 249.1(7) 


¢ consent to sale of property bound by Court-registered 
certificate re amount payable, 223(9), (10) 


flow-through share renunciation, 


see also Revenue 


defined, 248(1) 

¢ delegation of powers and iis 220(2.01), Reg. Part 1X 
e designation of public corporation, ITAR 50(3) 

¢ determination of amounts under’s. 245, 152(1.11), 


cL. 2) 
° binding effect, 152(1.3) , . 
determination of excessive refund, 160.1(1) 
determination of losses by, 152(1.1), (1.2) 
*¢* binding effect, 152(1.3) 
¢ direction re collection, 225.2. 
¢ duties of 
e¢ administration and enforcement of Act, 220(1) 
ee disposition of appeal, on, 164(4.1) 
ee refunds, 164(4.1) rt 
e¢ when objection filed, 165(3) 
° inquiry authorized by, 231.4(1) 
¢ investigatory powers re tax shelters, 237.1(8) 
* not bound by return, 152(7) 
notice of, to provide information, 231.2 
¢ permission to destroy records, 230(4), (8) 
* powers 
ee acquire and dispose of debtor’s tax property, to, 


ee extension of filing date, 220(3) 

ee seize moneys restorable to tax debtor, to, 224.3 

e RPP, authority to impose conditions re, 147.1(5) 

¢ registered investments and, 204.4(2)—(5), 204.5 

* required to assess tax, 152(1) 

¢ restrictions on collection, 225.1 

ee collection in jeopardy, 225.2 

¢ revocation of registration by, 168 

* tax shelter identification number, issuance of, 237.13) 

* waiver of penalty or interest, 2203.1) 

* waiver of requirement to file form or document, 
220(2.1) 

Minister (of religion), see Clergyman 

Minor, see also Child 

* amount payable by trust to, 104(18) 

transfers and loans to, 74.1(2) 
corporation, through, 74.5(6)-(11) 
deemed, 74.5(6)—(1 1) 

e for value, 74.5(1), (2) 

¢ joint liability for tax on, 160(1)-(3) 

* repayment of, 74.1(3) 

e trust, through, 74.3, 74.5(9), (10) 

e trust for, 104(18) 

Misclassified property, 13(6) 

Misrepresentation 

¢ justification for late reassessment, 152(4)(a)@), 152(5) 

Mobility impairment, see also Disability; Impairment 

* building modifications for, deductible, 20(1)(qq) 

¢ device to permit person with, to drive vehicle 

°° medical expense, Reg. 5700(m) 

* transportation and parking for person with, not taxable 
benefit, 6(16) 

Modifications (to building) 

¢ disability-related, deductible, 20(1)(qq) 

¢ dwelling, for disabled person, medical expense credit, 
118.2(2)d.2) . 

Modified net premium (re insurance policy) 
defined, Reg. 1404(2) [to be repealed], 1408(1), (3) 


Mold, capital cost allowance, Reg. Sch. II:Cl. 12(d) 
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Mole, capital cost allowance, Reg. Sch. II:Cl. 1(f), Sch. 
II:Cl. 3 


Money 

* borrowed, see Borrowed money 

* business of lending, see Moneylender 

* included in definition of property, 248(1)“property” 

Money purchase limit 

¢ defined, 147.1(1), 248(1) 

¢ limits pension contributions, 147.1(8), (9) 

¢ limits RRSP contribution, 146(1)“RRSP dollar limit” 

Money purchase provision 

* defined, 147.1(1) 

Moneylender, see also Financial institution 

¢ bad debts 

*¢ deduction for, 20(1)(p)(ii) 

*¢ inclusion in income, 12.4 

* disposition of Canadian securities, 39(5)(f) 

* guarantees etc. 

*¢ acquired from, in amalgamation, 87(2)(h)(iii) 

ee reserve for, 20(1)(1.1) 

* loan/lending asset 

*¢ acquired from, in amalgamation, 87(2)(h)(ii) 

*¢ reduction in value of 

eee limitation on deduction, 18(1)(s) 

* loans etc. acquired in ordinary course of business, 
20(27) 

* net reserve adjustment [pre-1993], 12.3, 20(26) 

* reserve for doubtful debts, 20(1)(1) 

* security used or held by 


** “eligible property” for transfer to corporation by 
shareholder, 85(1.1)(g) 


¢ superficial loss not deductible, 18(13), (15) 
Monitor 

* crib death, medical expense, Reg. 5700(r) 
Month 

¢ defined, /nterpretation Act s. 35(1) 
Montreal 

* international banking centre, 33.1(3) 
Mortality gains, Reg. 308 

Mortality losses, Reg. 308 

Mortgage, see also Debt 


* expropriation assets acquired for sale of foreign prop- 
erty, 80.1 
¢ foreclosure, 79 
¢ interest 
¢¢ blended with principal in payments, 16(1), 214(2) 
** deduction for, 20(1)(c), see also Work space in 
home 


* investment corporation, see Mortgage investment 
corporation 


* sale of, included in proceeds of disposition, 20(5), (5.1) 
Mortgage Insurance Corporation of Canada 

* payments to guarantee fund deductible, Reg. 1400(f.1) 
Mortgage investment corporation, 130.1 

* deemed public corporation, 130.1(5) 

¢ defined, 130.1(6), 248(1) 

* election re capital gains dividend, 130.1(4), Reg. 2104.1 
¢¢ where not made, 130.1(4.1) 

° ei a entity for capital gains exemption, 39.1(1), 


* non-qualifying taxed capital gains, 130.1(9) 


* not subject to mark-to market rules, 142.2(1)‘financial 
institution’’(c)(il) 

* qualifying taxed capital gains, 130.1(9) 

¢ shareholders, how counted, 130.1(7) 

Motion picture film 

* Canadian film or video production credit, 125.4 


* capital cost allowance, Reg. Sch. II:Cl. 10(s), Sch. II:Cl. 
12(m), Sch. II:Cl. 18 


¢ certified feature film, Reg. 1104(2), (10) 


** capital cost allowance, Reg. 1100(21), (22), Reg. 
Sen: IE-Ch. 12 


* certified production, see Certified production 

* film production, prescribed, Reg. 7500 

¢ in-flight movies not treated as entertainment, 67.1(4)(a) 

* partnership investing in 

** capital cost allowance limitation, 127.52(2) 

* payment to non-resident for use of, 212(5) 

* revenue guarantee, exemption from at-risk rules, 
96(2.2)(d)(ii) [repealed] 

Motor vehicle 

* accident claims, payments exempt, 81(1)(q), Reg. 6501 

* capital cost allowance 

** of employee, 8(1)(j), Reg. 1100(6) 

** of person carrying on business, 20(1)(a), Reg. 

1100(1)(a)(x) 

° defined, 248(1) 

* device to enable disabled person to drive, Reg. 5700(h) 

* employee’s allowance for use of 

*e¢ not income, 6(1)(b)(vii. 1) 

** where deemed not reasonable, 6(1)(b)(x), (xi) 


* employment by U.S. resident on, Canada—U.S. Tax 
Convention Art. XV:3 


* expenses 
*¢ limitations on, see Passenger vehicle 

*¢ of employee, when deductible, 8(1)(f), (h.1) 

¢ loan to shareholder/employee to purchase, 15(2.4)(d) 

* recapture of excess CCA, 13(2) 

* terminal loss rules not applicable, 20(16.1) 

Motor vehice warranty, see Extended motor vehicle 
wartanty 

Mould 

* capital cost allowance, Reg. Sch. II:Cl. 12(d) 

Movie, see Motion picture film 

Moving expenses 

* certain students, 62(2) 

¢ deduction for, 62(1) 

*¢ residents absent from Canada, 64.1 

¢ defined, 62(3) 

* “new work location”, 62(1) 

* residents absent from Canada 

*¢ deduction, 64.1 

Multi-employer plans (RPP) 

anti-avoidance, 147.1(14) 

defined, 147.1(1), Reg. 8500(1) 

pension adjustment limits, 147.1(9) 

registration requirements, Reg. 8510(7) 

special rules, Reg. 8510(5) 

when revocable, 147.1(9) 

Multiple counting of deductions or credits, 248(28) 
Multiple-unit residential buildings 

* capital cost allowance, Reg. Sch. II:Cl. 31, Sch. I:Cl. 32 
** separate classes, Reg. 1101(Sb) 
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Municipal waste 

¢ defined, Reg. 1104(13) 

e used as fuel, Reg. Sch. If:Cl. 43(e)()(A),. Sch. I:Cl. 
43(d)(ix) 

Municipality, see also Government 

* assistance by, see Assistance/government assistance 

* bonds of 

** constitute, qualified securities for securities lending 

arrangement rules, 260(1)‘‘qualified security’*(c) 
** no non-resident withholding tax, 212(1)(b)Gi)(C)(ID 


* corporation controlled by, excluded from refundable 
ITC, 127.1(2)“excluded: corporation’ *(a) (ii) 

* corporation owned by 

ee bonds of, no _ non-resident 
212(1)(b)(ii)(C)IV) 

ee deemed not private corporation for agent IV tax, 
227(16) 

*¢ exempt from tax, 149(1)(d) 


e elected officer or school board trustee, expense allow- 
ance exempt, 81(3) 


* exempt from tax, 149(1)(c) 

¢ gifts to, 110.1(1)(a)QGy); 
gifts’(c).. 

*¢ ecologically sensitive land 

eee by corporation, 110.1(1)(d)@) 

eee by individual, 118.1(1)“total ecological gifts”(a) 

eee tax on disposition of without permission, 207.31 


withholding tax, 


118.1(1)“total.. charitable 


* generally 

ee by corporation, 110.1(1)(a)(iv) 

by individual, 118.1(1)“total charitable gifts”(c) 

¢ officials, bribery of, no deduction, 67.5 

* property taxes 

ee excluded from calculation of resource royalties, 
12(1)(0), 18(1)G@n) 

ee farmland 


eee addition to adjusted cost base, 53(1)(i)(iii)(A) 

eee deduction by partner where partnership disposes 
of land, 101(c)() 

eee limitation on deduction, 18(2)(b) 


* representation to, expenses deductible, 20(1)(cc) 


¢ support payments for farmers by, information slips, Reg. 
234-236 


* townsite costs, see Townsite:costs 

¢ volunteer fireman, allowance up to $500, exempt, 
6(1)(b) (viii) 

e welfare, see Social assistance payment 

Musical instrument 

* capital cost allowance, Reg. Sch. II:Cl. 8(@) 

* costs, to employee, 8(1)(p) 

Musician 

¢ deduction from employment income, 8(1)(p), (q) 

* U.S. resident, Canada—U.S. Tax Convention Art. XVI 


Mute person 

* speech synthesizer, medical expense, Reg. 5700(p) 
Mutual agreement procedure, Canada—U.S. Tax Conven- 
tion Art. XXVI 

Mutual corporation 

* provincial life insurance corporation converted into, 139 


Mutual fund corporation, 131 

* amalgamation, 87(2)(bb) 

¢ capital gains dividends, election, 131(1)—(1.4), Reg. 
2104 

ee interest on, 131(3.1), (3.2) 


¢ capital gains redemptions, defined, 131(6). 

¢ deemed private corporation, 131(5) 

defined, 131(8), (8.1), 248(1) 

dividend refund to, 131(5) 

election not to be restricted financial institution, 13 1(10) 
first taxation year, 130.1(8) — 

¢ flow-through entity for capital gains exemption, 39.1(1), 


e e e e 


* increase in paid-up capital not deemed dividend, 13.11(4) 
¢ information return where share claimed to. be qualified 
investment, Reg. 221 
* non-residents, for benefit of, 131(8. pig 
* not subject to mark-to market rules, 142. 2(1)“financial 
institution’’(c)(ii1) 
payment of tax, 157(3) 
refund to, re capital gains dividend, 131(2), (3) 
refundable capital gains tax on hand, ee 
e reduction of, 131(9) 
rollover of property to mutual fund trust, 132.2 
shares of 
e received on amalgamation, ITAR 65(5) 
* transferred in exchange for units of mutual fund trust, 
132.2(1)q) 
* taxed capital gains, 131(7) 
Mutal fund limited partership 
¢ financing, restrictions on, 18.1 
Mutual fund trust, 132 
* amounts designated by, 132.1 


e e e e e e e e 


ee adjusted cost base of unit, 132.1(2) 

ee deduction for, 132.1(1)(c) 

eee carryover, 132.1(4) 

eee limitation, 132.1(3) 

ee inclusion in taxpayer’s income, 132.1(1)(d) 
e« where designation of no effect, 132.1(5) 

* capital gains redemptions, defined, 132(4) 

* capital gains refund to, 132(1), (2) 

ee interest on, 132(2.1), (2.2) 

¢ defined, 132(6), (7), 248(1) 


¢ election to be from beginning of first taxation year, 
132(6.1) 
¢ flow-through entity for capital gains exemption, 39.1(1), 
(6 


¢ information return where interest claimed to be qualified 
investment, Reg. 221 ! 

e instalment payments of tax, 156(2) 

* interest received by, on behalf of non-residents, exemp- 
tion, 212(9)(c) 

* minimum tax not payable, 127.55(f)(1) 

¢ non-residents, for benefit of, 132(7) 


¢ not subject to mark-to market rules, 142.2(1)“financial 
institution’’(d) 


* obligation guaranteed by, qualified investment for de- 
ferred income plan, Reg. 4900(1)() 
real estate investment trust as, 132(6)(b)(11) 
refundable capital gains tax on hand 

¢ defined, 132(4) 
rollover of property to another mutual fund trust, 132.2 
taxable capital gains 

* no surtax on, 180.1(2)(c) 
taxed capital gains, 132(5) 
transfer of property from mutual fund corporation or 
trust, 132.2 

* unit of 

ee adjusted cost base of, 53(1)(d.2) 
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Mutual fund trust (cont'd) 
ee “Canadian security”, 39(6) 


** deemed to be a share for rollover purposes, 
132.2(2)“share” 

** transferred in course of qualifying exchange; 
132.2(1)(j) 

Mutual insurance corporations 

* exemption for, 149(1)(m) 

Mutual life insurance corporation 

* provincial corporation converted into, 139 

Mutualization proposal (for insurer), 139 


N 


NISA Fund No. 2, see also Net- income stabilization 


account 

* amount credited to, not taxed, 12(10.3) 

* deemed paid on death, 70(5.4) 

* defined, 248(1) 

* disposition of, 73(5) 

* paid to non-resident, withholding tax, 212(1)(t), 
214(3)(1) 


*¢ information return required, Reg. 202(2.1) 
* receipt from, included in income, 12(10.2) 


** constitutes active business income, 125(7)‘income of 
the corporation for the year from an active business” 


** information return required, Reg. 201(1)(e) 

* rollover to corporation, 85(1)(c.1), 85(1.1)@) 

* transfer to spouse or spouse trust, 70(6.1), 73(5)(a), 
104(5.1), (14.1) 

NRO, see Non-resident-owned investment corporation 

NSERC, see Natural Sciences and Engineering Research 

Council 

National arts service organization, see Registered na- 

tional arts service organization 

National Defence, see Canadian Forces 


National Film Board 

* prescribed person for Canadian film/video tax. credit, 
Reg. 1106(7) 

National Health and Welfare, Dept. of 

* advice re mental or physical impairment, 118.4(2) 

National Revenue, Department of, see Minister (of Na- 

tional Revenue); Revenue Canada 

National Training Act 

* allowances under 

** income, 56(1)(m) 

*¢ withholding tax, 153(1)(i) 

Natural Sciences and Engineering Research Council 

* payments to, as R&D expenditures, 37(1)(a)(ii); 
37(7)“approved” 

* research grants, taxable, 56(1)(o) 

Nature Conservancy 

* prescribed donee, Reg. 3504 

Nav Canada 

* debt of, qualified investment for deferred income plans, 
Reg. 4900(1)(q) 

Nazi Germany 

* compensation to victims of, 81(1)(g) 

Needle/syringe 

* medical expense, Reg. 5700(b) 

Negative amounts 

* adjusted cost base, deemed gain, 40(3), (3.1) 


* capital cost allowance pool, recapture, 13(1) 
* cumulative eligible capital, recapture, 14(1) 
* in formulas, deemed nil, 257 


* taxable income cannot be less than nil, 248(1)“taxable 
income” 


* undepreciated capital cost, recapture, 13(1) 
Negative policy reserves 

* of insurer, 12(1)(e.1), 20(22), Reg. 1400(2) 
Neglect — 

* grounds for reassessment at, any time, 152(4)(a)(i) 
Negligence, see Gross negligence; Neglect 

Nephew, see Niece/nephew 


Net capital loss 

* amalgamation, on, 87(2.1) 

* carryover of, 111(1)(b) 

ee limitation, 111(1.1) 

¢ death, on, 111(2) 

¢ defined, 111(8), (9), 248(1) 

¢ determination of, by Minister, 152(1.1), (1.2), (1.3) 

¢ limitation on deductibility, 111(3) 

° ee where control of corporation changed, 
) 

* partnership, from, 96(1) 

* reassessment, 152(6)(c) 

* reduction of, on debt forgiveness, 80(4)(b) 

* subsidiary’s, on winding-up, 88(1.2) 

Net cost (of labour-sponsored funds share) 

e defined, 127.4(1), 211.7 


Net cost of pure insurance 
* defined, Reg. 308 
* premium deductible where used as collateral, 20(1)(e.2) 


Net earnings (of foreign affiliate) 

* defined, Reg. 5907(1)(f) 

* exempt due to tax sparing, Reg. 5907(10) 

* included in exempt earnings, Reg. 5907( 1)(b)(iv)(A) 

* included in taxable earnings, Reg. 5907(1)(i)(ii) 

Net forgiveness amount 

¢ reserve for, 61.3(1)(a), 61.3(2)(a) 

Net income (on income tax return) 

¢ defined, 3 

a atin stabilization account, see also NISA Fund 
oO. 

* administration fee, deductible, 20(1)(ff) 

* death of taxpayer, on, 70(5.4), 70(6.1) 

¢ defined, 248(1) 


* excluded from accrual requirements, 12(3), 12(11)‘iné 
vestment contract’’(j) 


* fair market value of, for certain capital gains exemption 
rules, 110.6(1.1) 


* money borrowed to contribute to, no deduction for inter- 
est, 18(11)(f) 


* transfer to spouse or spouse trust, 70(6.1) 

Net loss (of foreign affiliate) 

* defined, Reg. 5907(1)(g) 

Net past service pension adjustment (net PSPA) 
¢ defined, 146(1), 204.2(1.3) 

Net premium for the policy 

* defined, re policy reserves, Reg. 1408(1) 

Net reserve adjustment [pre-1993], 12.3, 20(26) 
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Net resource income 

* defined, Reg. 5203(3) 

Net taxable capital gains 

© defined, 104(21.3) 

Net tax owing 

¢ defined (for instalments), 156. Lay’ 
Net worth assessment, 152(7) 


New Brunswick, see also Province 


: Community Development bonds, eligible for RRSP in- 
vestment, Reg. 4900(1)(i.1) 


* tax rates, see introductory pages 
New corporation, see Amalgamation; Corporation 
New law 


¢ references to, having same number as a provision in Part 
IV or VIII of former Act, ITAR 16 


e references to subject matter of old law, ITAR 13 
Newfoundland, see also Province 


¢ Canada—Newfoundland Atlantic Accord; communica- 
tion of information for, :241(4)(d)(vi) 


* cod fishermen compensation, see Northern ‘Cod Com- 
pensation and Adjustment Program 


* corporation incorporated in, before 1949 


* * deemed incorporated in Canada, ean ‘corporation 
incorporated in Canada” 


¢ offshore area 

ee defined, 248(1) 

ee included in “province”, 124(4) 

* prescribed area, for electrical energy or steam process- 
ing, 127(9)*qualified property’’(c.1) 

¢ prescribed designated region, 127(9)“specified percent- 
age’’(a)(vi), Reg. 4607 

¢ qualified property acquired for use in, 127(9)“specified 
percentage’’(a), (e) 

¢ tax rates, see introductory. pages 

News show 

¢ ineligible for Canadian film/video credit, 
1106(1)“excluded. production’’(b) 

Newspaper advertising, limitation, 19 


Niece/nephew 

¢ deemed related, for purposes of certain trust rules, 
104(5.7)(b) 

¢ defined, 252(2)(g) 

° dependent, 118(6)(b) 

* property transferred to, income attribution re, 74.1(2) 

Nil, minimum amount for formula calculations, 257 

Nil income 

* equivalent to zero income, 3(f) 

1948 Income Tax Act, The, defined, ITAR 12 

1971 receivables, ITAR 23(5)“1971 receivables” 

1977 carryforward deduction, Reg. 2408 

1977 excess policy dividend deduction, Reg. 2407 

Nobel Prize, non-taxable, Reg. 7700 

Non-arm’s length indicator 

* application to foreign trust, 233.2(2) 

Non-arm’s length person 

* excessive payment where property surrendered to. credi- 
tor, 79(3)E(a) 

¢ interest on debt relating to acquisition of land, 18(3)" in- 
terest on debt relating to the acquisition of land”(b) 

*. loans to, 56(4.1)—(4.3) ' 

* meaning of, see Arm’s length: meaning of 


Reg. 


¢ non-resident, transactions with 

°¢. extended: reassessment period, 152(4)(b) (ii) 

ee information return, 233.1 

* soft costs relating to construction, 18(3.1)(b), 18(3.2)(b) 
* transfer of property to or from, 69(1) 

Non-arm’s length transactions 

* agreement to pay low rent for property. 

¢¢ effect on disposition of property, 69(1.2) 

¢ amalgamated corporations, 251(3.1) 

* corporation having, with non-resident: persons 

ee extended reassessment period, 152(4)(b)(iil) 

e ¢,: information return, 233.1 

¢. depreciable property acquired through, 1s evi: 

*.* corporations controlled by one trustee, 13(7.3) 

* disposition at less than -fair market value, 69(1)(b) 
¢ eligible capital property acquired through, 14(3) 

¢ foreign property acquired in 

¢ «consideration deemed. to be fair market value, 206(4) 
* inadequate considerations, 69 

* income or gain from property transferred 

ee transferor and transferee liable for, tax, 160 

¢ lease of: depreciable property, 13(32) 

¢ life insurance policy, disposition, 148(7), (8) 

* non-resident, unreasonable: consideration paid to, 69(2) 
* presumption, 251(1)(a) 

* property disposed of,in, ITAR 26(5) 

* purchases at more than fair market value, 69(1)(a) 
* rights or things transferred to beneficiary 

ee deemed cost, 69(1.1) 

¢ sale of shares, 84.1 

e** non-resident, by, 212.1 

¢. share for share exchange, 85. 1(2)(a) 

¢ transfer of right to income, 56(4) 

¢ unpaid amounts, 78(1), (2) 

Non-business-income tax (foreign) 

¢ deduction for, 126(1) 

¢ defined, 126(7) 

ee for trust, 104(22.4) 

Non-cancellable or guaranteed renewable accident and 
sickness policy 

¢ defined, Reg. 1408(1) 

Non-capital loss 

* amalgamation, on, 87(2.1), (2.11) 

¢ carryover of, 111(1)(a) 

** corporation, by, 111(5)-(5.4) 

*¢  winding-up of subsidiary, on, 111(5.4) 

¢ defined, 111(8), (9), 248(1) 

* determination of; by Minister, 152(1.1); (1.2), (1.3) 
e insurer’s, 111(7.1) 

e life insurer’s, 111(7.2) 

¢ limitation on deductibility, 111(3) 

* partnership, from, 96(1) 

* reassessment, 152(6)(c) 

¢ reduction of, on debt forgiveness, 80(3)(a), 80(4)(a) 
* subsidiary’s, on winding-up, 88(1.1) 
Non-conventional lands, defined, Reg..1206(1) 
Non-discrimination, Canada—U.S. Tax Convention. Art. 
XXV 

Non-periodic payments 

* tax deduction, Reg. 103 

Non-profit association, see Non-profit organization 
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Non-profit corporation 

* scientific research and experimental development, for 

e¢ annual return, 149(7) 

** exemption, 149(1)(j) 

** payments to, 37(1)(a)(iii) 

Non-profit organization, see. also. Charity 

* exemption for, 149(1)(1), 149(2). 

ee deemed a trust, 149(5) 

* foreign, defined, Reg. 6804(1) 

* information return, whether required; 149(5), 149(12), 
150(1)(a) 

Non-qualified investment, see also Qualified investment 

¢ deferred profit sharing plan 

** acquisition of, tax on, 198(1) 

e¢ defined, 204, “qualified investment” 

*e¢ disposition of, refund of tax, 198(4) 

*¢ excess holdings, tax on, 206(2)(a)(ii) 

ee initial, 199, 204“initial non-qualified investment” 

ee tax on, 207.1(2) 

* private foundation 

** acquisition of, tax on, 189(1) 

ee defined, 149.1(1)“non-qualified investment” 

* proportional holdings election, 259(1), (3) 

* registered retirement income fund (RRIF) 

*¢ acquisition of, 146.3(7), (9) 

ee defined, 146.3(1)“qualified investment” 

*¢ disposition of, 146.3(8) 

** excess holdings, tax on, 206(2)(a)(ii) 

68 tak ON 207 tO) 

* registered retirement savings plan (RRSP) 

** acquisition of, 146(10) 

*¢ defined, 146(1)“non-qualified investment 

investment” 

ee disposition of, 146(6) 

** excess holdings, tax on, 206(2)(a)(il) 

ee tax on, 207.1(1) 

Non-qualifying corporation (for small business invest- 

ment tax credit) 

e defined, 127(9) 

Non-qualifying real property 

* capital gains dividend account, defined, 131(6) 

¢ defined, 108(1), 110.6(1), 131(6) 

Non-refundable credits, 1 18—118.94 

Non-resident, see also Non-resident tax; Becoming resi- 

dent in Canada: Ceasing to be resident in Canada 

* agent for, liable to withhold tax, 215(3) 

¢ alimony/maintenance paid to, 212(1)(f) 


¢ allowance for investment in property in Canada, Reg. 
808 


* alternative re rents and timber royalties, 216 

* amount paid to, re pre-1976 bond, etc. 

*¢ prescribed countries, ITAR 10(4), Reg. 1600 

* amounts received under certain contracts, 115(2)(c.1), 
115(2)(e)(v) 

ee withholding tax, 153(1)(0) 

* annuity payments to, 212(1)(0) 

* assessment under Part XIII, 227(10) 

* becoming, see Ceasing to be resident in Canada 

* beneficiary, see Beneficiary: non-resident 

* benefit conferred on, 246(1)(b) 

* benefits paid to, 212(1)() 

¢ branch tax, 219 


99 6¢ 


qualified 
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Canadian resource property, income earned on, 115(4) 
capital cost allowance, Reg. 1102(3) 

capital dividend paid to, 212(1)(c)(ii), 212(2)(b) 
capital gains of, taxed, 115(1)(b) 


proration re gains before May 1995, 40(9) 


carrying on business in Canada 


extended meaning of, 253 
liability for income tax, 2(3)(b) 


ceasing to be, see Becoming resident in Canada 
change in use (or proportions of use) of depreciable 
property 


eee or producing income” from a business, 
) 

see also Foreign affiliate 

bonds of, eligible for RRSP investment, 
4900(1)(p) 

branch tax, 219(1) 

debt forgiveness reserve, 61.3(2) 

deemed, where not resident due to treaty, 250(5) 
dividend received by Canadian corporation from, 
112(2) 

exempt from Part I.3 tax, 181.1(3)(d) 

income bond/debenture, interest on, 15(4) 


shares of, eligible for RRSP investment, 204“quali- 
fied investment’’(h) 


taxable capital employed in Canada, 181.4 


Reg. 


deductions allowed, in computing income from a source, 
4(3) 

deferred profit sharing plan payments to, 212(1)(m) 

defined, 248(1) 


as yh pe of property by 


Canadian resource property, certificate re, 116(5.2) 
Canadian securities, 39(5)(g) 

interest in real property etc., 216(5) 

life insurance policy, presumption re, 116(5.4) 


taxable Canadian property, see taxable Canadian 
property (below) 
where tax deferred under tax treaty, 115.1 


dividend paid to, 212(2) 
election to file return under Part I 


certain payments, 217 
rents and timber royalties, 216 
restriction on deduction, 216(8) 


employed in Canada 


liability for income tax, 2(3)(a) 


energy conversion grants paid to, 212(1)(s) 

estate or trust income paid to, 212(11) 

exchanges of property, determination of gain, 44(7) 
excluded property, defined, 116(6) 

foreign tax deduction, 126(2.2) 

forward averaging in year of death, 120.1(6), (7) 
home insulation grants paid to, 212(1)(s) 


income-averaging annuity contract payments. to, 
212(1)(n) 


income earned in a province, Reg. 2602 
“income for the year’, 120(3) 
income from ship or aircraft, exempt, 81(1)(c) 
individual 

computation of Part I tax, 118.94 

tax credits, 118.94 
insurance corporation, see Insurance corporation: non- 
resident 
insurer, liability for additional tax on branch profits, 
219(4)-(8) 
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Ne (cont'd) 
issuing obligation at discount, 16(2), (3) 
* limited partnership losses, carryover of, 111(10) 
¢ loan to, by corporation, 17 
* management fees paid to, 212(1)(a) 
* no reserve for amount not due until later year, 20(8) 


* non-arm’s length sale of shares by, 212.1 

¢ obligation transferred or assigned to 

ee where deemed resident, 214(9) 

¢ ownership certificate required of, 234 

e partnership, withholding tax on payments to, 


212(13.1)(b) 
¢ patronage dividends paid to, 212(1)(g) 
¢ payments from 
information return, Reg. 203 
¢ payments to, 212(1) 
deemed, 214(3), (3.1) 
ee information returns, Reg. 202, 203 
¢ pension benefits paid to, 212(1)(h) 
¢ pension plan for, not subject to Part XI, 205(a) 
¢ persons, Reg. 805 
ee excluded property, Reg. 810 
e plan for benefit of, re services rendered outside Canada, 
excluded from “retirement compensation arrangement’, 
248(1) 
* exception re “resident’s arrangement’, 207.6(5) 
property excluded from capital cost allowances 
farming and fishing, Reg. 1702(4) 
real estate of, transfer to corporation, 85(1.1)(h), 85(1.2) 
refund of Part XIII tax, 227(6) 
registered education savings plan payments to, 212(1)(r) 
registered home ownership savings plan payments to, 
212(1)(p) 
* registered retirement income fund payments to, 
212(1)(q) 
* registered retirement savings plan payments to, 212(1)() 
* remuneration for office, employment.or services, 
115(2)(c.1), 115(2)(e)(v) 
withholding tax, 153(1)(0) 
¢ rents/royalties paid to, 212(1)(d) 
retirement compensation arrangement, purchase price of 
interest in, 212(1)G) 
retiring allowance paid to, 212(1)@.1) 
return may be required of, 215(4) 
salary deferral arrangements, 6(13) 
shareholder 
¢ loan to, from corporation, 15(2.2), (8), 227(6.1) 
spousal support payments, 212(1)(f) 
student, 115(2) 
supplementary unemployment sie benefits paid to, 
212(1)(k) 
tax, see also Non-resident tax 
e tax under Part [, 2(3) 
taxable Canadian property, 115(1)(b) 
¢ disposition of, 2(3)(c), 116 
ee failure to give Minister notice, offence/penalty, 
238(1) 
prorating for gains before May 1995, 40(9) 
° purchaser liable for tax, 116(5) 
taxable income earned in Canada, 115 
deductions permitted, 115(1)(d)-(f) 
taxable income of corporation earned in a province, 
Reg. 413 
¢ timber royalties paid to, 212(1)(e) 


e e e e e e e e 


transactions not at arm’s length with, 69(2), (3) 

¢ extended reassessment period, 152(4)(b)(iii) 

¢ information return re, 233.1 

penalty for failure to file, 162(10) 

trust, see Trust (or estate): non-resident 
unreasonable consideration from, 69(3) 

unreasonable consideration paid to, 69(2) 
withholding tax, 215(1), 227(10), Reg. 105 

ee joint and several liability, 227(8.1) 
Non-resident-owned investment corporation, 133, 134; 
ITAR 59, Reg. Part V 

¢ allowable refund, 133(6) 

ee allowable refundable tax on hand, defined, 133(9) 
e¢ cumulative taxable income, defined, 133(9) 

ee defined, 133(8)“‘allowable refund” 

e allowable refundable tax on hand, 133(9) 

¢ amalgamation, 87(2)(cc) 

¢ “Canadian property” defined, 133(8) 


capital gains dividend, election re, 133(7.1), Reg. 2105 
e where not made, 133(7.3) 
capital gains dividend account, defined, 133(8) 
* computation of income, 133(1) 
¢ cumulative taxable income, 133(9) 


¢ deemed not Canadian, taxable Canadian, or private cor- 
poration, 134 

¢ defined, 133(8), 248(1) 

¢ dividend paid to U.S. resident, Canada—U.S. Tax Con- 
vention Art. X:7(a) 

¢ dividend received by trust from, for benefit of non-re- 
sidents, 104(10), (11), 212(9)(a) 

* exempt from corporate surtax, 123.2 

* exempt from large corporations (Part I.3) tax, 
181.1(3)(a) 

¢ exempt from Part IV tax, 186.1(b) 

¢ foreign tax not deductible, 133(4) 

* interest received by trust from, for benefit of non-re- 
sidents, 212(9)(a) 

* no foreign affiliate of, 95(1)“foreign affiliate” 

* payment of tax, 157(3) 


¢ share of constitutes excluded property, 108(1)“eligible 
real property gain” 


¢ simultaneous dividends, 133(7.2) 
* tax rate applicable, 133(3) 

e taxable dividend, 133(8) 

* taxable income of, 133(2) 


Non-resident person 

e defined, re international banking centre, 33.1(1) 

¢ eligible loan to, by international banking centre, 33.1(1) 
Non-resident tax, 212-218; ITAR 10, Reg. 800-810 


¢ additional tax on non-resident corporation carrying on 
business in Canada, 219 


ee insurers, 219(4)-(8) 

¢ alimony, 212(1)() 

* annuity payments, 212(1)(0) 

¢ assessment under Part XIII, 227(10) 
¢ Canada Pension Plan benefits, 212(1)(h)(ii) [repealed] 
ee election to file return, re, 217 

* certificate of exemption, 212(14) 
ee refusal by Minister 

appeal from, 172(3)(d), 180 
deemed, 172(4)(c) 

¢ deemed dividends, 214(3) 

¢ deemed income, on, 214(4) 
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Non-resident tax (cont’d) 
¢ deemed interest, 214(6)—-(14) 


¢ deferred profit sharing payments, 212(1)(m) 

ee election to file return re, 217 

¢ dividends, 212(2) 

ee deemed payment of, 212.1(1) 

e¢ from foreign business corporation, 213(1) 

e eligible funeral arrangement, return of funds, 212(1)(v) 

* employee benefit plan, trust payments not subject to, 
212(17) 

* energy conversion grant, 212(1)(s) 

¢ estate or trust income, 212(1)(c) 

** exemption, 212(9), (10) 

¢ home insulation grant, 212(1)(s) 

¢ identification of obligations, Reg. 807 

* income and capital combined, 214(2) 

¢ income imputed to transferor, not taxable, 212(12) 

* insurers, Reg. 800, 801, 803, 804, 2401, 2403, 2405 

¢ interest, 212(1)(b) 

** government bonds, exempt, 212(1)(b)(i1) 

¢¢ loan to wholly-owned subsidiary, 218 

ee long-term debt, exempt, 212(1)(b)(vii) 

e¢¢ on provincial bonds, 212(6) 


e¢ replacement obligation where corporation in finan- 
cial difficulty, 212(3) 
* international organizations, prescribed, Reg. 806 
¢ limitation on rate, ITAR 10(6) 
e maintenance, 212(1)(f) 
* management fee, 212(1)(a) 
defined, 212(4) 
* motion picture films, payments for use of etc., 212(5) 
¢ no action for withholding, 227 
¢ no deductions from income, 214(1) 
non-arm’s length sale of shares by non-resident, 212.1 
obligation transferred or assigned 
non-resident deemed resident, where, 214(9) 
Part XIV, 219 
partnership payer or payee, 212(13.1), (13.2) 
patronage dividend, 212(1)(g) 
pension benefits, 212(1)(h) 
* election to file return re, 217 
prescribed international organizations, Reg. 806 
refund of, 227(6) 
registered education savings plan, payments out of, 
212(1)(r) 
* registered home ownership savings plan, payments 
from, 212(1)(p) 
* registered retirement income fund, 212(1)(q) 
* registered retirement savings plan, payments out of, 
212(1)) 
ee election to file return re, 217 
* regulations 
* reducing amount to be deducted or withheld, 215(5) 
« “residents etc.; re,’ 214(43) 
rent, royalties, 212(1)(d), 212(13) 
¢ — alternative re rents and timber royalties, 216 
retiring allowances, etc., 212(1)G.1) 
election to file return re, 217 
securities in satisfaction of income debts, 214(4) 
spousal/child support, 212(1)(f) 
standby charges and guarantee fees, 214(15) 
supplementary unemployment benefits, 212(1)(k) 
¢ election to file return re, 217 


® e e e e e 6 e e e @ 
® 


¢ timber royalty, 212(1)(e) 

ee alternative re, 216 

* trust or estate income paid to, 212(1)(c) 
¢ withholding of, 215, Reg. 105 

ee reduction of, Reg. 809 


Non-share-capital corporation 

¢ whether control acquired, 256(8.1) 

Non-share consideration (boot) 

¢ effect of mutual fund rollover, 132.2(1)(c) 

¢ effect on non-arm’s length sale of shares, 84.1(1)(b) 

¢ effect on section 85 rollover, 85(1)(b) 

Non-taxable obligation, defined, 240(1) 

Normal reassessment period 

¢ defined, 152(3.1) 

¢ limitation on reassessments, 152(4), (5) 

Northern Canada 

¢ additional car allowance in Yukon and N.W.T., Reg. 
7306(a)(iil) 

¢ credit for residing in, 110.7, Reg. 7303.1 | 


* prescribed northern zone and prescribed intermediate 
zone, Reg. 7303.1 


¢ remote work site, employment at, 6(6) 

Northern Cod Compensation and Adjustment Program, 

see also Fishing: compensation program 

* overpayments repaid, deductible, 60(n)(ii.1) 

* payments received under, taxable, 56(1)(a)(vi) 

¢¢ withholding of tax at source, 153(1)(m) 

Northwest Territories, see also Northern Canada 

¢ additional $0.04 reasonable kilometrage allowance, Reg. 
7306(a)(ili) 

* tax rates, see introductory pages 

Not-for-profit organization, 

organization... 

e defined, Canada—U.S. Tax Convention Art. XXIX 
A:5(b) 

Notary (in Quebec), see Lawyer 

Notch provision (medical expenses), 118.2(1)D 

Note, see Promissory note 

“Nothings”, ITAR 21, see also Eligible capital property 

Notice of assessment, 152(2) 

¢ date of, 244(14), (15) 

Notice of determination, 152(1.2), see also Determination 

e date of, 244(15) 

¢ loss carryforwards, 152(1.1) 

* partnership income or loss, 152(1.5) 

*¢ objection to, 165(1.15) 

* presumption re mailing date, 248(14) 

Notice of objection, 165, see also Objection 


* appeal following, whether new issues can be raised, 
169(2.1) 


¢ deadline, 165(1) 

¢ determination of partnership income or loss, 165(1.15) 
* extension of time to file 

*¢ by Minister, 166.1 

¢¢ by Tax Court, 166.2 


see also Non-profit 


form, 165(1), (2) 
large corporation, issues to be specified, 165(1.11) 
limitation on grounds for objection, 165(1.1) 
service, 165(2), (6) 
Nova Scotia, see also Cape Breton; Province 
* Community Economic Development Corporation, quali- 
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Nova Scotia (cont’d) 


fied investment for defértéd income Rindnansy 


Ree: 
4900(1)(i.11) 


¢ Equity Tax Credit Act, ‘corporation, under, qualified. in- 


vestment, Reg. 4900(1)(i. 11) 

¢ offshore area 

ee amount ae earned ‘in, Reg. 414, 415 

¢¢ included in “province”, 124(4)“provinee” 

** meaning, 248(1) | 

¢ Offshore Petroleum Resources Accord; communication 
of information for, 241(4)(d)(vi) 

* prescribed area, for electrical energy or steam process: 
ing, 127(9)“qualified property”(c. 1) 

¢ prescribed designated region, 127(9)' ‘specified percent: 
age’’(a)(vi), Reg. 4607 

* qualified property acquired for use in, seeiciet ae 
percentage’’(a), (e) e's 

° tax rates, see introductory pages os 

Numbers, see Dollar amounts in legislation and Peering 


Nurse 
_ defined, 118.4(2) 
—— school, see Child care expenses’ 
Nursing home 
* cost of care, as medical expense, 118:2(2)(b), (d) 
Ber ‘bsainoxa 
OAS, see Old Age Security. Act benefits ; 
Oaths 
¢ administration of, 220(5) . 
¢ defined, Interpretation Act's. 35(1) 
Objection, 165, see also. Appeal; Notice of objection 
¢ books and records, 230(6) 
* effect of Minister’s filing notice, 165(4) 
* expense of making, deductible, 60(0) 
e extension of time for filing, 166.1, 166.2 
¢ Minister’s duty on, 165(3) 
¢ notice of, 165(1) 
e Part IV.1 tax, 187.6 
¢ Part VI.1 tax, 191.4(2) 
e Part XII.2 tax, 210.2(7) 
* Patt Nib alas, 211.5 
¢ Part XII.4 tax, 211.6(5) 
* partnership income or loss, 165(1. 15). 
* repayment on, 164(1.1) 
* restriction on collection action while underway, 225.1 
¢ second notice not. required after reassessment, 165(7) 
e service of notice of, 165(2) 
¢ waiver of right. to,object, 165(1.2), 169(2.2) 
Obligation, see also Bond; Debt; Debt. obligation 
* assignment of 
ee non-resident tax, 214(14) 
*e where non-resident deemed resident, 214(9) 
¢ defined, ITAR 26(12)“obligation” 
e discount on, deduction for, 20(1)(f) 
¢ identification of, Reg. 807 


¢ issued at discount by tax-exempt person, non-resident, 
or government body, 16(2), (3) 


¢ parked, 80.01(7) 

¢ predecessor corporation, of, 87(6), (7) 
¢ principal amount of 

ee defined, 248(1) 

ee limitation on deductibility, 18(1)() 


¢ purchase of, by issuer, 39(3) 

¢. received on amalgamation, ITAR 26(23) 

¢ saleof | ; 

** non-resident tax, 214(7), (7.1) 

° specified, 80.01(6) ey 

¢ taxable and non-taxable, defined, 240(1) 
Obsolescence ; 

« _ allowance re, oeaton on paxieducebilic. 18(1)(b) 


Offences, 238(1), 239 

¢ attempted evasion, 239(1) 

* compliance orders, on conviction of, 238(2) 

* corporation officers,'242 

* court has no power to decrease punishment for, 243 

* credits, false statements, 239(1/1) 

¢ disclosure of confidential information, Perse 2.) 

¢ failure 

ee file return, 238(1) 

ee keep records, 238(1) 

ee keep tax deductions separate, 238(1) 

*¢ permit investigation, 238(1) 

ee withhold tax deductions, 238(1) 

¢ false statements, 239 

¢ fines, no deduction for, 18(1)() 

¢* minimum fines, 243 MEY 

* non- -resident failing to’ give notice sap t s. 116(3), 
238(1) ° 

* penalties for, see Penalty 

¢ refunds, false statements, 239(1.1) 

* saving provision, 238(3) 

* secrecy violation, 239(2.2) 

¢ Social Insurance Number, re, 239(2.3) 

* two or more in one complaint, 244(2) 


Office, defined, 248(1) 
Office at home, see Work space in home 


Office or employment 
e benefits from, includable in income, 6(1) 
¢ in home 
ee conditions for deductibiley 18(12) 
*- income from, 5(1) 
ee deductions, 8 
** inclusions, 6 
e — share options, 7 
limitation on deductions, 8(2) 
loss from, 5(2) 
payment for loss of 


* used to purchase income-averaging annuity contract, 
deductible, 61(2)(b) 


¢ share option benefits, 7 

Office rent 

¢ paid by employee, deduction, 8(1)(i)(ii) 
*¢ certificate of employer, 8(10) 
Officer 

¢ administering and buoia Act, 220(2) 
* bribery of, non-deductible, 67.5 

* corporation, of 

*¢ execution of documents by, 236 — 
** guilty of corporation’s offence, 242 
¢ defined (under “office’’), 248(1) 
Official 


¢ defined, re communication of taxpayer information, 
241(10 
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Official (cont’d) 

* Revenue Canada, powers and duties delegated to, 
220(2.01), Reg. 900 

Offset interest 

* against instalments, 161(2.2) 

Offshore assets 

¢ disclosure of, to Revenue Canada, 233.3 

Offshore corporation, see Foreign affiliate; Non-resident 

Offshore drilling vessels 

* capital cost allowance 

e* additional, Reg. 1100(1)(va) 

*¢ separate classes, Reg. 1101(2b) 

Offshore investment fund 

* amount included in income re, 94.1 

* non-resident entity, 94.1(2) 

Offshore investment fund property 

* cost base, additions to, 53(1)(m) 

* designated cost, 94.1(2) 

* prescribed, Reg. 6900 

Offshore region 

¢ prescribed, for investment tax credit, Reg. 4609 

Offshore trust, see also Trust (or estate); non-resident 

* distribution from, reporting requirement, 233.5 

* taxation of, where Canadian beneficiary, 94 

* transfer of property to, reporting requirement, 233.2 

Off-the-shelf seismic data, see Seismic testing 

Oil and gas, see Canadian oil and gas property expense} 

Flow-through shares; Petroleum/natural gas; Resource 

expenses 

Oil or gas field 

* unitized, see Unitized oil or gas field in Canada 

Oil or gas well 

¢ allowances, 65, Reg. 1207 

*¢ additional, Reg. 1208 

* certificate re, ceasing to be valid, 66. 110) 

¢ defined, 248(1) 

Oil or gas well equipment 

° pale cost allowance, Reg. Sch. II:Cl. 10G), Sch. II:Cl. 


Oil refinery 
* capital cost allowance, Reg. Sch. II:Cl. 10(u), Sch. II:CL 
4] 


Oil sands, included in definition of “mineral”, 248(1)_. 
Oil shale, included in definition of ‘mineral’’, 248(1) 
Oil Substitution Program, see Energy: conversion grant 
Okalta Oils Ltd. case overruled, 152(1.1) 


Old Age Security Act benefits 

¢ “clawback” tax on, 180.2 (Part I.2) 

ee deduction from income for, 60(w) 

* excluded from pension income credit, 118(8)(a) 
¢ included in income, 56(1)(a)(i) 


non-resident withholding tax, exempt, 212(1)(h)(i) 
[repealed] 


¢ reduction in RRSP annuity to reflect, 146(3)(b)(ii) 

* repayment of, deduction for, 60(n) 

¢ withholding of benefits to cover clawback tax, 180.2(3), 
4) 


“Old law” defined, ITAR 12“old law” 


Older Worker Adjustment, Program for 
* income assistance taxable, 56(1)(a)(vi), Reg. 5502(b) 


* repayment of benefits, deduction, 60(n)(ii.2) 
* source withholding, 153(1)(m), Reg. 5502(b) 
Ontario, see also Province 


¢ Community Economic Development bonds, eligible for 
RRSP investment, Reg. 4900(1)(1.1) 


¢ northern, see Northern Canada 
* tax rates, see introductory pages 


Onus, see Burden of proof 


Operating costs of automobile, see Automobile: operating 
costs 


Optic cable, see Fibre optic cable 


Optical scanner, etc. 

¢ medical expense, Reg. 5700(1) 

Option 

¢ disposition of, 13(5.3) 

¢ exchanged, rules, 7(1.4)_ 

e exercised, 49(3), (4), (5) 

** overpayment of tax as consequence of, 164(5), (5.1) 

° expiry of, 49(2) 

¢* amalgamation, 87(2)(0) 

* granting of, disposition of property, 49(1) 

¢ included in “taxable Canadian property”, 115(3) [to be 
repealed], 115(1)(b)(xi1i) 

¢ received on amalgamation, ITAR 26(22) 

¢ to acquire, exercised, 49(3), (4) 

ee effect of capital gains exemption, 49(3.2) 


* to acquire interest in partnership or trust, reductions in 
ACB flowed through, 49(3.01) 


* to acquire shares 
*¢ by employee, see Stock options 
*¢ predecessor corporation, of, 87(5) 


ee reductions in ACB flowed into ACB of shares, 
49(3.01) 


* to acquire specified property, exercise of, 49(3.01) 
* to dispose, exercised, 49(3.1), (4) 

Optometrist 

e defined, 118.4(2) 


Ordering 

¢ credits of an individual, 118.92 . 

debt forgiveness rules application, 80(2)(c) 
debt obligations settled simultaneously, 80(2)(1) 
deductions 


° riper capital property, for capital gains exemption, 
110.6(17 
** in computing taxable income, 111.1 
° ae of DPSP shares on becoming non-resident, 
147(10.5) 
¢ disposition of depreciable property on death, 70(14) 


disposition of shares acquired under stock option agree- 
Micht. (1-3) 


dividends, simultaneous, 89(3) 

foreign affiliate surplus distributions, Reg. 5901 
internal reorganization rules, 51(4), 86(3) 
mutual fund qualifying exchange, 132.2(1)(e) 
registered investment registration, 204.4(7) 
spousal RRIF attribution, 146.3(5.3) 

spousal RRSP attribution, 146(8.5) 

transfer of depreciable property with pregnant loss, 
13(21.2)(e)(ii) 

Ordinarily resident, 250(3) 

Ore 

* defined, Reg. 1104(2) 
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Ore (cont’d) 


* processing of, 125, aii oradhebsicwscing or ee | ; 
Reg. 5203, Reg. Sch.II:Cl. 10(¢k) 


¢ tar sands, see Tar sands ore 

Organ transplant 

¢ expenses of, tax credit for, 118.2(2)d.1) 
Original acquisition 

¢ defined, 127.4(1), 204.8,.211.7 
Original owner (of resource property) 

¢ defined, 66(15) 


° ape of Canadian resource expenses, 66. 7T(12y, 


¢ reduction of foreign resource expenses, 66.7(13) 
* successor corporation rules, 66.7 

Original purchaser (of labour-sponsored share) 
¢ defined, 204.8 

Original right, defined, ITAR 20(3)(b) 
Orthopaedic shoes/boots 

¢ “medical expense, Reg. 5700(e) 

Outdoor advertising structures 


* capital cost allowance, Reg. Sch. II:Cl. 8(), Sch. II:Cl.° 


11(b) 

*¢ separate class, election, Reg. 1101(51) 

“Outstanding debts to specified non-residents” 

¢ defined, 18(5) 

* no deduction where debt-equity ratio exceeds 3:1, 18(4) 

Overburden removal cost, designated 

* capital cost allowance, Reg. Sch. II:Cl. 12(q). 

Overcontribution to RRSP 

¢. tax on, 204.1(2.1), 204.2(1.1) 

Overhead expenses 

¢ R&D-related,. 127(9)“qualified expenditure” 
2900(4)—(10) 

Overpayment of benefits, deductible when repaid, 60(n) 

Overpayment of tax 

e deemed 

ee Child Tax Benefit, 122.61(1) 

¢¢ — GST credit, 122.5(3) 

¢ defined, 164(7) 

e refund of, 164 

¢¢ UI premium tax credit, 126.1(6), (7) 

Overseas Canadian Forces school staff 

¢ defined, 248(1) 

* members deemed resident in Canada, 250(1)(d.1), 
250(2) 

¢ option of filing as resident, 250(1)(d.1) 

¢» prescribed order, Reg. 6600 

Overseas employment tax credit, 122.3 

¢ foreign tax credit and, choice between, 126(1)(b)(i) 

* incorporated employee, credit disallowed, 122.3(1.1) 

¢ not reduced by additional minimum tax carried over, 
$22) 3(2)"tax otherwise payable under this Part for the 
year” 

Owner 

° original, of resource properties, defined, 66(15)“original 
owner’ 

* predecessor, of resource property, defined, 66(15)“pred- 
ecessor owner” 

Ownership 

° certificates of, 234, Reg. 207 

¢* penalties for offences re, 162(4) 


Reg. 


¢ change of, certificates, Reg. 502 
Oxygen, as medical expense, 1 18:2(2)(k) 


p 
PA, see Pension adjustment 
PBC, see Principal-business corporation (exploration and 
development): Principal-business_ corporation _. (real 
property) 
PSB, see Personal services business 
PSPA, see Past service pension adjustment 
PUC, see Paid-up capital 
Packaging material 
¢ deemed to be inventory, 10(5) 
¢ valuation of, 10(4) 
Paid-up capital 
* amalgamation, on, 87(3), (3.1) 
¢ class of shares 
*¢ computation of 
* computation of 
ee additions to, 84.1(3) 
ee after Somat of amount re shares, 192(4-1), 
194(4.2) 
ee after exchange of convertible property, 51(3) 
¢¢ after internal reorganization, 86(2.1) 
ee after rollover of property to corporation, 85(2.1) 
ee after share-for-share exchange, 85.1(2:1) 
ee cosporanon becoming resident in Canada, 128.1(2), 


ee on transfer of insurance business, 138(11.7) 
* contributed surplus converted into, no dividend deemed, 
84(1)(c.1)-(c.3) 

* cooperative corporation, of, 89(1)“paid-up capital”(b) 

¢ credit union, of, 89(1)“paid-up capital’’(b) 

¢ deductions from, 66.3(2) 

e defined, 89(1) 

¢ flow-through shares, 66.3(4) 

* increase in, 84(1), 84(5)(d) 

ee mutual fund corporation, by, not deemed dividend, 
131(4) 

e reduction of, deemed a dividend, 84(4), (4.1) 

Paid-up insurance, deduction for premiums, 18(9.01) 

Panko case overruled, 239(3) 

Parent (corporation) 

* continuation of wound-up subsidiary, 88(1.5) 

e defined, 88(1) 

* incorporated after end of subsidiary’s year 

** computation of income and tax payable, 88(1.3) 

Parent (human) 

¢ dependent, 118(6)(b) 

¢ extended meaning, 252(2) 

Parity/advisory committee 

¢ dues paid by employee, deduction, 8(1)(i)(vi) 

Parked obligation (debt parking) 

e deemed settled, 80.01(8)(a) 

¢ defined, 80.01(7) 

Parking 

¢ automobile or other vehicle 

** excluded from benefit for operating costs and 
standby charge, 6(1.1) 

e* taxable benefit, 6(1)(a); 6(1.1) 


exception for disabled employee, 6(16) 
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Parking (cont'd) 


debt, see Debt parking 


Parking area 


capital cost allowance, Reg. Sch. II:Cl. 1(g) 
for mine, Reg. Sch. II:Cl. 10(1) 


Parliament, see also Government 


defined, Interpretation Act 35(1) 
member of 
election contributions 
° credit, 127(3) 
° records of, 230.1 


income treated 
248(1)“‘office” 


retiring allowance, 60(j.02)—G.04) 


as employment 


Parson, see Clergyman 
Part I.2 tax, 180.2 


deduction for, 125.3 
amalgamation, on, 87(2)(j.9) 


unused credit 


reassessment, 152(6)(f) 


Part I.3 tax credit 


unused, carryback of 
overpayment of tax as result, 164(5), (5.1) 


Part IV tax 


imposed, 186(1) 
refund of, 129(1) 


Part VI tax 


credit for, 125.2 

unused, reassessment, re, 152(6)(e) 
deduction 

amalgamation, on, 87(2)(j.9) 


Part VI.1 tax 


deduction from taxable income re, 110(1)(k) 
liability for, transferred on amalgamation, 87(2)(ss) 
payment of, 157(1) 


Part VII refund, defined, 192(2) 
Part VIII refund, defined, 194(2) 
Part XII.2 tax, 210.2, 210.3 


credit for, 210.2(3) 
included in beneficiary’s income, 104(31) 
deduction for, 104(30) 


Part XII.6 tax 


deductible, 20(1)(nn) 


Part-time attendant 


deduction from income, 64 
medical expense credit, 118.2(2)(b.1) 


Harkgery resident, 114, 114.1 


cash method of computing income, on, 28(4) 
farmer/fisherman, 28(4) 

foreign tax deduction, 126(2.2), (3) 

“income for the year’, 120(3) 


otherwise-Class 8 property, capital cost allowance, Reg. 


Sch. II:Cl. 19 
tax credits, 118.91 


Partial debt obligation 


treated the same as entire obligation, 248(27) 


Partial dependency, |18.3(3) 
Partial disposition 


cost base of property remaining, 53(2)(d) 
specified debt obligation, 142.4(9) 


income, 


Participant (re butterfly transactions) 


defined, 55(1)“permitted exchange’’(b) 
specified debt obligation, 142.4(9) 


Participating employer 


deferred profit sharing plan, 147(1.1): 
registered pension plan, 147.1(1), Reg. 8308(7) 


Participating life insurance policy 


defined, 138(12), Reg. 1408(1) 


Participating percentage 


defined, 95(1) 


Participation certificate 


no interest payable on tax due, 161(S) 


Partition of property 


rules, 248(20)+(23) | 
disproportionate partition, 248(20) 
proportionate partition, 248(21) 


Partner, see also Partnership 
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active, application of debt forgiveness, rules, 80(1)"‘for- 
given amount’’B(k) 


agreement by, validity, 96(3) 
automobile provided to 

amount included in income, 12(1)(y) 
becoming resident in Canada, 96(8) |. 
contribution of property to partnership, 97(1) 


debt forgiveness rules, application where partnership is- 
sued debt obligation, 80(15) 


debt owing by, where treated as partnership debt, 
80(2)(n) 
deceased 

value of rights or things to date of death, 53(1)(e)(v) 
deemed, for certain purposes, 248(13) 


depreciable property acquired with government assis- 
tance, 13(7.2) 


election by, see Partnership: election by members 
election re fiscal period of terminated partnership, 
99(2)-(4) 

election to renounce investment tax credit, 127(8.4) 


inducement payments or reimbursement received by, 
12(2.1) 


limited, see Limited partner 

loan by, to partnership 
interest paid on money borrowed to make, 20(3.2) 

non-resident 
creates non-Canadian partnership, 102(1) 
payments to, withholding tax, 212(13.1)(b) 

notice to, 244(20) 


objection to determination of partnership’s income or 
loss, 165(1.15) 


obligation to pay interest re land purchase, 18(2.1) 


passive, see Limited partner; Specified, member (of 
partnership) 


retiring, allocation of share of income to, 96(1. 1). 
deduction, 96(1.3) 
deemed carrying on business in Canada, 96(1.6) 
right to share in income 

. deemed not capital property, 96(1 A) 

return on death of, 150(4) 

rules for computing income etc., 96(1) 


share of exploration and development expense, 66.1(7), 
66.2(6), (7) 
tax matters, designation by partnership, 165(1.15) 
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Partnership, see also Partner; Partnership interest 


e e e e e e 


accrued interest income, 12(3) 
“acquisition cost”, ITAR 20(4)‘‘acquisition cost” 
agreement by members, validity, 96(3) 
agreement to share income 

in unreasonable proportions, 103(1.1) 

to avoid tax, 103(1) 
allocation to retiring partner, 96(1.1) 

deduction, 96(1.3) 
annuity contract, interest in, 12.2 
assumptions, 96(2) ~ 
business of, continued as sole proprietorship, 98(5) 
Canadian, defined, 102(1) 


Canadian development expenses of, election to exclude, » 


66.2(5)“Canadian development expense’ (f) 
Canadian oil and gas property expenses of, election to 
exclude, 66.4(5)“Canadian oil and gas_ property 
expense’’(b) 
Canadian partnership, defined, 102(1) 
Canadian securities owned by, 39(4.1) 
capital cost allowance, Reg. 1102(1a) _ 
capital gain of, exemption for, 39.1(4) 
ceasing to exist, 98 
continuation of, by another partnership, 98.1(2) 
continued by new partnership, 98(6) 
continued by proprietor, 98(5) 
cumulative eligible capital deduction, 24(3) 
deemed proceeds of disposition, 98(2) 
disposition of property, 98(1) 
property transferred to corporation, 85(3) 
rules applicable, 98(3), (4) 
continuation 
as new partnership, 98(6) 
by another partnership, 98.1(2) 
by proprietor, 98(5) 
contribution of property to, 97 
capital cost to partner exceeds proceeds, where, 97(4) 
ea interest partner, by, 40(3.3), (3.4), 97(3), 


corporate 
gross revenue from active businesses, 125.1(4) 
small business deduction, 125(6) 
° “specified partnership income”, 125(7) 
. “specified partnership loss”, 125(7) 
corporation deemed member, 125(6.1) 
death of partner, return, 150(4) 
debt obligation issued by, 80(13)E(a), (14)(b), (15), (18) 
deemed person for affiliated persons definition, 
251.1(4)(b) 
deemed person for debt forgiveness rules, 80(1), 
80.01(1) . 
deemed person for flow-through share provisions, 
66(16) 
deemed person for international banking centre rules, 
33.1(2)(a) 
deemed person for Part [V.1 tax, 187.4(c) 
deemed person for scientific research tax credit rules, 
127.3(7) 
deemed person for seizure of property by creditor, 
79(1)“person” 79.1(1)“person” 


deemed person for share-purchase tax credit rules, 
127-209) 


deemed person for tax on carved-out property, 209(6) 
deemed person for tax shelter identification rules, 
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DITA) 
deemed taxpayer for tax shelter investment cost rules, 
143.2(1)“taxpayer” 
deemed person for 
22:7(5:2); (15) 
defined, nowhere (see case law) 
depreciable property, ITAR 20(3), (5) 
determination of income or loss, 152(1.4)-(1.8) 
objection to determination, 165(1.15) 
aa and exploration expenses, ITAR 29(9), (10), 
election by members 
date to be made, 96(4) 
late filed, 96(5) 
° penalty, 96(6), (7) 
° special cases, 96(5.1) 
re property transferred, 97(2) 
validity, 96(3) 
eligible capital property of, exemption for, 39.1(5) 
exempt, for resource allowance claims, Reg. 1206(1) 
exempt persons, anti-avoidance rule, 96(8) 
family farm, see Family farm corporation/partnership 
farming business of 
disposition of land used in, 101 
financial institution, 142.2(1)‘financial institution’(b) 
fiscal period of, 249.1(1)(b)(1) 
Li fies entity for capital gains exemption, 39.1(1), 
disposition of interest in, 39.1(2)B(c) 
foreign, partner becoming subject to Canadian tax, 96(8) 
fuel tax rebate of, 111(11) 
gains and losses, determination of, 96(1.7) 
gifts made by, 118.1(8) 
corporation’s share, 110.1(4) 
includes another partnership that is a member, 102(2) 
income of, 12(1)(1), 96(1) 
determination by Revenue Canada, 152(1.4)—(1.8) 
minimum tax applicable to partner, 127.52(2) 
information return, Reg. 229 
failure to make, 162(7:1), (8), (8.1) 
foreign-based information, 233.2—233.5 
e demand for, 233(2) 
interest accrued, 12(3) 
interest in, see Partnership interest 


interest on debt relating to acquisition of land, 18(3)“in- 
terest on debt relating to the acquisition of land’’(b) 


international banking centres, and, 33.1(2) 
investing in residential property or Canadian film 
capital cost allowance limitation, 127.52(2) 
investment tax credit, allocation to partners, 127(8) 
non-limited partners, 127(8.3) 
life insurance policy, interest in, 12.2 
limited, see Limited partnership 
loan to, by partner 
interest paid on money borrowed to make, 20(3.2) 
loss of, minimum tax applicable to partner, 127.52(2) 
majority interest partner, 97(3.1), 248(1) 
manufacturing etc., profits, Reg. 5204 
member, see Partner 
name, reference to on documents, 244(20)(a) 
new, continuing predecessor partnership, 98(6) 
non-Canadian 
withholding tax on payments to, 212(13.1)(b) 


withholding tax obligations, 
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Partnership (cont'd) 


non-existent 


extended deadline for assessment of non-partners, 
152(1.8) 


non-resident controlled 
corporate member's specified income deemed nil, 
125(6.2) 
deemed, 125(6.3) 
notice to, 244(20) 
Part [V.1 tax, 187.4 
Part XHUI tax, application of, 212(13.1), (13.2) 
partner, see Partner 
payment on ceasing to be member of 
used to purchase income-averaging annuity contract, 
deductible, 61(2)(k) 
“percentage of member’, ITAR 20(4)“percentage” 
personal-use property of, 46(4) 
political contributions, allocation of, 127(4.2) 
property 
right to receive 
° adjusted cost base, 53(2)(o0) 
reference to, constitutes reference to partners, 
renounced resource expenses, return to be 
66(12.69) 
late filing, 66(12.74), (12.75) 
recatcn and development expenses, no carryforward, 
96(1)(e.1) 


resident of, Income Tax Conventions Interpretation Act 
s. 6.2 


residual interest in, 98.1(1) 
resource allowance 
claimed by partner, 20(1)(v.1), Reg. 1210(3) 
not claimed at partnership level, 96(1)(d) 
resource expenditures, by members, 66(18) 
allocation of assistance, 66.1(7), 66.2(6), (7), 66.4(6), 
(7) 
resource expenses of 
deemed made by partners, 66(18) 
election by partner to exclude, 66.2(5)“Canadian de- 
velopment expense’’(f), 66.4(5)“Canadian oil and gas 
property expense’’(b) 
not claimed at partnership level, 96(1)(d), 66.1(7), 
66.2(6), (7), 66.4(6), (7) 
renounced, 66(12.69), (12.74), (12.75) 
resource expenses renounced to 
non-arm’s length relationship deemed, 66(17) 
return, see information return (above) 
right to share in income 
disposition of, 96(1.2) 
° death of taxpayer, on, 96(1.5) 
. deduction, 96(1.3) 
° rules for computing income etc., 96(1) 
rollover to, 97(2) 
scientific research tax credit, 127.3(4), (7) 
service of documents on, 244(20)(b) 
share-purchase tax credit, 127.2(4), (9) 
small business bond issued by, 15.2(6) 
small business deduction, 125(6) 
soft costs relating to construction, 
18(3.2)(b)(ii1) 
specified member, defined, 248(1) 
taxable dividends received by, 186(6) 
taxation year of, 96(1)(b) 


244(20) 
filed re, 


18(3.1)(b), 


* terminated 

fiscal period of, 99(1) 

* —member’s election re fiscal period, 99 

* tiered, see Tiers of partnerships 

transfer of property by partner to, 97(1), (2) 

transfer of property to corporation, 85(2) 
partnership wound up, 85(3) 


* “undepreciated cost to the partnership”, ITAR 20(4)“un- 
depreciated cost to the partnership” 


¢ value of rights or things on death, 53(1)(e)(v) 
* winding-up of, see ceasing to exist (above) 

e withholding tax, 227(15) 

Partnership interest 

* acquired through amalgamation, 87(2)(e.1) 

¢ adjusted cost base 

additions to, 53(1)(e) 


e¢ deductions from, 53(2)(c) 

*¢ negative, whether capital gain, 40(3), (3.1) 

** recomputation of following debt forgiveness, 
53(4)—(6) 


¢ artificial transactions, 40(3.13) 
¢ borrowed money used to acquire, 20.1(5) 
deductions from, 53(2)(c) 


* capital contribution where other person withdraws 
funds, 40(3.13) 


* constitutes specified property, 54“‘specified property”’(c) 
¢ disposition of, 100 


ee gain from, 100(2), (2.1) 
ee loss from, 100(4) 


subsequent to debt forgiveness, deemed capital gain, 

80.03(2), (4) 

¢ distributed to parent on winding-up of subsidiary, 
88(1)(a.2), (c) 

¢ expenses of selling, 20(1)(e) 

° foreign affiliate’s, adjusted cost base of, 95(2)(j) 

* loan of, 96(1.7) 

* owned on Dec. 31/71, ITAR 26(9)-(9.4) 

* person having, deemed member, 248(13) 

¢ residual, 98.1(1) 

* transfer on death, 98.2 

¢ whether taxable Canadian property, 115(1)(b)(vii) 

Parts 

¢ deemed to be inventory, 10(5) 

¢ valuation of, 10(4) 


Passenger vehicle, see also Automobile 

* acquired at non-arm’s length 

deemed cost of, 13(7)(h) 

¢ capital cost limited to $24,000, 13(7)(g) 
¢ defined, 248(1) 

* interest on money borrowed to buy 

e¢ limitation on deductibility, 67.2 

¢ leasing costs 

*¢ limitation on deductibility, 67.3 
more than one lessor, limitation on deductibility, 67.4 
¢ luxury, limitations on 


ee 


*¢ bad debt from sales of, 20(4) 

** capital cost allowance, 13(7)(g), Reg. 1101 (laf), 
7307(1), Reg. Sch. I:Cl. 10.1 

2:3 year of disposition, Reg. 1 100(2.5) 

*¢ interest deductibility, 67.2, Reg. 7307(2) 

*¢ leasing cost, 67.3, 67.4, Reg. 7307(3), (4) 


terminal loss disallowed, 20(16.1), Reg. 1100(2.5) 
* recapture exception, 13(2) 
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Passenger vehicle (cont'd) 


transferred to corporation by shareholder 
capital cost or cost, 85(1)(e.4) 


Passive income 


dividends, 82(1), 90 
film/video production, 
film/video tax credit) 


foreign affiliate, see Foreign accrual property income 
generally, 9(1) 

interest, 12(1)(c), 12(4) 

non-resident, of, 212 


see Investor (re Canadian 


Passive partner, see Limited partner; Specified. member 
(of partnership) 


Past service event 


defined, 147.1(1), Reg. 8300(1),.(2) 
restrictions on pension benefits, 147.1(10) 


Past service pension adjustment 


accumulated, Reg. 8303(1)(a) 

defined, 248(1), Reg. 8303 

foreign plan, Reg. 8308.1(5), (6) 

net 
calculation of, 204.2(1.3) ; 
defined, 146(1)“net past service pension adjustment” 

occurring in 1991, Reg. 8303(2.1) 

provisional, Reg. 8303(2), (3) 


Patent 


capital cost allowance 


25% rate, Reg. 1100(1)(a)(xxx), 1100(9.1), Reg. Sch. 
II:Cl.. 44 ; . 


allocated over life of patent, Reg. 1101(1)(c), 
1100(9), Reg. Sch. II:Cl. 14 


non-resident withholding tax, 212(1)(d) 


paid to U.S. resident, Canada—U.S. Tax Convention Art. 
XII:3(c) 


Patient 


defined, 118.2(2)(a) 
medical expenses for, 118.2(2) 


Patronage 


allocation in proportion to 
defined, 135(4), Reg. 4901(2) 
holding forth prospect of, 135(5) 
members/non-members, 135(2) 


Patronage dividends, 135 


carryover of deduction, 135(2.1) 
corporation paying, tax payment, 157(2 
deduction, 20(1)(u) 
paid to non-resident, 212(1)(g) 
payments, information return, Reg. 218 
receipt of, income, 135(7) 

where marketing board used, 135(8) 


Pattern 


capital cost allowance, Reg. Sch. H:Cl. 12(d) 


Pay period 


meaning, Reg. 100(1) 


Payable 


Payment(s), 


meaning of, 104(24) 
see also Deductions in computing income; 


Expenses; Income; Payment of tax 


based on production or use, income, 12(1)(g) 


ITA, under, not deductible from business or property in- 
come, 18(1)(t) 


* instalment, see Instalment payments 
¢ lump sum, ITAR 40; Reg. 103 


* maintenance and support, see Support payments 
(spousal or child) 


¢ non-residents, to, Part XIII 

e¢ — information return, Reg. 202 . 

° periodic, see Periodic payments 

e shareholder. or prospective shareholder, to, 15(7) 
e« from corporation, 15(1) 

¢ tax transfer, to provinces, 154, Reg. 3300 
Payment of tax, 153, 156, 158 

¢ balance due day, defined, 248(1) 

* carved-out income, on, 209(4) 

¢ certificate before distribution, 159(2) 

e* failure to obtain, 159(3) 

¢ corporations, 157 

ee where instalments not required, 157(2), (2.1) 
¢ credit union, 157(2) 

e death of taxpayer, on 

ee election to pay in instalments, 159(5) 

e deduction at source, 153(1) 

¢ deemed 

ee trust, by, re non-qualified investment, 202(6) 
¢ deferral of 

ee appeal for purpose of, penalty,.179.1 

¢ deferred income plans 

¢e*  over-contributions, 204.3 

e¢ property. acquired by, 207 

ee property held by, 207.2 

e “departure tax” 

ee election to. defer, 159(4), Reg. 1300 

e farmers and fishermen, 155, 156.1 

¢ individuals, 153(2), 156, 156.1 

¢ instalment, see also Instalment payments 

¢ non-residents, 215 

¢ on behalf of others, 159 

¢ Part I.1, 180.1(3)(b) 

¢ Part [.2, 180.2(5)(b) 

¢ Part 1.3, 181.7 

e Part II, 183(2) 

e Part III, 185(2) 

e Part IV, 187(2) 

e PartiV oh. 187.2 

¢ Part V, 188(1)(a), 189(6), (7) 

e Part VI, 190.21 

e Part VI.1, 191.1(1) 
e Part VII, 192¢1) 

¢ Part VII, 194(1) 

¢ Part IX, 196 

e Part X, 198(2) 

¢ Part X.1, 204.3(1) 
e¢ Part X.2, 204.7(1) 
¢ Part X.3, 204.86(c) 
¢ Part X.4, 204.92(c) 
¢ Part XI, 207(1) 

¢ Part XI.1, 207.2(1) 

e Part X12, 207.4 

¢ Part XI.3, 207.7(3) 

e¢ Part XII, 208(2) 

e Part XII.1, 209(4) 

e Part XII.2, 210.2(5)(c) 
¢ Part XII.3, 211.4 
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Rayne of tax (cont’d) 
Part XII.4, 211.6(4) 


¢ Part XII, 215(1) 

e Part XIV, 219(1) 

* patronage corporations, 157(2) 

° Por eg pene th where income in blocked currency, 
161( 

° pe authorities disposing of cultural paper 207.3; 

* registered investment, 204.7 

* remainder payment, 158 

* retirement compensation arrangement, 207, tee 

* security for, 220(4)-(4.4), Reg. Part XXII. , 

* tax-exempt persons, 208(2) 

* tax-exempt persons paying royalties etc., 208(2) 

* taxpayer leaving Canada, 226(1) 

* transfer among tax’ accounts, 221.2 

* trustee; etc., 159(C1) 

*¢ personal liability, 159(3) 

Payroll deduction 

¢ Family Support Plan, Reg. 100(3)(d) 

* income tax, 153(1) 

¢ RRSP contributions, Reg. 100(3)(c) 

¢ RPP contributions, Reg. 100(3)(a) 

Payroll taxes (provincial) 

¢ deductibility of, 18 

Peat 

* property for use in harvesting, 
property” 

Penalty, see also Offences 

¢ appeal without reasonable grounds, 179.1 

¢ burden of proof of offence on Minister, 163(3) 

¢ confidential information, contraventions re, 239(2.2) 

* conviction of offence, on, 238(1), 239 

¢¢ second penalty, when applicable, 239(3) 

* corporation’s failure to file information return, 162(10) 

* court has no power to decrease punishment, 243 

¢ deficient instalments of tax, 163.1 

e destruction of records, for, 239(1) 

¢ dishonoured cheque, for, 162(11) 


¢ failure to file prescribed form, R&D corporation, 
149(7.1) 

e failure to file return, 162(1) 

** repeated penalties, 162(2) 

ee trustees etc., 162(3) 

* failure to remit tax withheld, 227(9) 

*¢ applicable only on amounts over $500, 227(9.1) 

** salary or wages, from, 227(9.5) 

e failure to withhold tax, 227(8) 

*¢ salary or wages, from, 227(8.5) 

e false statements, 163(2), 239(1) 

** re renunciation of resource se ey 163(2.2) 

¢ frivolous appeal, 179.1 

* gross negligence, 163(2) 

* incomplete return, 162(5) 

* incorrect tax shelter identification number, for provid- 
ing, 239(2.1) 

* interest on, 161(11) 

¢ large corporations, late return, 235 

¢ late designation 


** Canadian exploration or development expense, 
66(14.5) 


127(9) “qualified 


e refundable Part VIII tax, 194(8) 

late-filed election, 220(3.5) 
capital gains exemption triggering, 110.6(26), (29) 
disposition of share in foreign affiliate, 93(6) 
partners, 96(6) 
transfer to corporations, 85(8), (9) 


¢ late filing of form re renunciation of resource expenses, 
66(12.75) 


¢ Jate filing of return, 162(1), 235 

e late instalments of tax, 163.1 

¢ not deductible from income, 18(1)(t) 

* ownership certificates, offences re, 162(4) 
e Part IV.1 tax, 187.6 

e Part VI.1 tax, 191.4(2) 

o Part Ali.2, taxes 2.207) 


Patt AU. tax. 2h 
Part XII.4, 211.6(5) 
partnership information return, failure to file, 162(7.1), 


¢ RRSP issuer extending advantage to annuitant or non- 
arm’s length person, 146(13.1) 
regulations, failure to comply with, 162(7) 
repeated assessments of, 162(2) 
repeated failures to report an amount of income, 163(1) 
small business bond, false declaration, 15.2(5) 
small business development bond, false declaration, 
ETOH 
Social Insurance Number 

¢ failure to provide, 162(6) 

¢ wrongful communication of, 239(2.3) 


tax shelter identification number, offences re, 162(9), 
237.1(7.4) 


e e e e ® 


ee deduction disallowed while . penalty unpaid, 
2STA(OY) 

¢ waiver of, by Minister, 220(3.1) 

Pension, see also Pension plan; Canada Pension 


Plan/Quebec Pension Plan 

¢ adjustment, see Pension adjustment 
¢ benefits 

*¢ income, 56(1)(a)(i) 

eee exemption, 57 

e¢ paid to non-resident, 212(1)(h) 
eee election to file return, 217 


paid to U.S. resident, Canada—U.S. Tax Convention 
Art. XVII 


ee paid to widow(er), 57(5) 

¢¢ transferred to-another plan, deductible, 60(j) 
°° unpaid, 78(4) 

¢ credit, see Pension credit 


defined, Income Tax. Conventions Interpretation, Act s. 
5.1; Canada—U.S. Tax Convention Art. XVIII:3 


e disability benefit 


*¢ constitutes earned income for RRSP, 146(1)' ‘earned 
income”’(b.1) 


Halifax disaster, exempt, 81(1)(f) 
income 
credit for, 118(3) 
° unused, transfer to spouse, 118.8 
defined, 118(7) 
qualified, defined, 118(7) 
not treated as annuity, 58(6) 
paid to non-resident, 212(1)(h) 
ee. election to file return, 217 
¢ paid to U.S. resident, Canada—U.S. Tax Convention Art. 
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Pension (cont’d) 


* periodic payments, see Periodic ‘perision payinent 
* plan, see Pension plan 
RCMP, exempt, 81(1)(i) 
service, exempt, 81(1)(d) 
¢ from other country, exempt, 81(1)(e). 
superannuation or pension benefits 
°° defined, 248(1) ; 
Pension Act, pension under, exempt, 81(1)(d) 
Pension adjustment, see also Pension credit 
* anti-avoidance rule (1990), 146(5.21) 
¢ defined, 248(1), Reg. 8301(1), see also Pension credit 
* limits, 147(5-1)(c), 147.1(8), (9), Reg. 8506(2), 
8509(12) 
* past service, see Past service pension adjustment 
* special rules, Reg. 8308 
Pension Benefits Standards. Act _ 
¢ administration of 
** communication of information obtained under ITA, 
241(4)(d)(vi1) 
Pension corporation 
* exemption, 149(1)(0.1), (0.2) 
Pension credit, see also Pension adjustment 
¢ artificial reduction of, Reg. 8503(14) 


¢ calculation of, Reg. 8301 

¢* deferred profit sharing plan, Reg. 8301(2) 

ee foreign plan, Reg. 8308.1(2)-(4) 

ee registered pension plan 

Nig defined benefit provision 

cooee multi-employer plan; Reg. 8301(7) 

o 6 OM ordinary plan, Reg. 8301(6) 

cece specified multi-employer plan, Reg: 8301(5) 
eee downsizing benefits, effect of, Reg. 8308(9) 
eee money purchase provision, Reg. 8301(4) 

eee non-vested termination,-Reg: 8301(8), (9) 

eee remuneration for prior years; Reg. 8308(3)(b) 
eee replacement of benefits, effect of, Reg. 8304 
eee transitional rule, Reg. 8301(10) 

e* rounded to nearest dollar, Reg. 8311 

¢* — specified retirement arrangement, Reg. 8308.3(2)—(5) 


constitutes pension adjustment, Reg. 8301(1) 

DPSP contribution limits, effect on, 147(5.1) 
multi-employer plan, effect on PA limit, 147.1(9) 
non-refundable credit, for $1,000 of pension income, 
118(3) 

* reporting of, Reg. 8401(3) 

Pension plan, see also Registered pension plan 

* appeal from refusal to register, 172(3)(f), 172(5) 

¢ benefits flowed through trust, 104(27) ~ 

Canada, see Canada Pension Plan/Quebec Pension Plan 
contract under, 254 

dollar limits, see Pension adjustment 

foreign plan, see Foreign plan (pension plan) 


legal expenses of collecting or establishing a5 to ben- 
efit under 


ee deduction for, 60(0.1) 

ee | income when recovered, 56(1)(1:1) 

° payments, averaging provision, ITAR 40 

¢ provincial, see Provincial pension plan, prescribed 

¢ Quebec, see Canada Pension Plan/Quebec Pension Plan 
¢ registered, see Registered pension plan 


¢ Saskatchewan, see Provincial. pension plan preached 
* transfers between, 147.3 


Pension surplus 
¢ transfer of, 604.01), 147. La 1) 


Pension trust 

* exempt, 149(1)(0) 

Percentage 

* rates of tax, see Rates of tax 

¢ specified, see Specified percentage 

Periodic payments 

¢ accrual to date of death, 70(1)(a) 

¢ alimony/maintenance/support, 
60(b)-(c.2), 60.1 

* pension, see Periodic pension payment 

* tax deduction, determination of,;'Reg; 102 

Periodic pension payment 

¢ defined, Income Tax Conventions Interpretation Acts. 5 

Permanent establishment 

¢ defined, Canada—U;S. Tax Conseition Art. ie 


¢ dividend from non-resident corporation having, 112(2), 
Reg. 8201 


¢ for allocating, income among provinces 

¢¢ of corporation, Reg. 400 

e¢ of individual, Reg. 2600 
international tax treaties 

¢ Canada—U.K. convention, Art. 5 

¢ Canada—U.S. convention, Art. V 


profits allocated to, Income Tax Conventions Interpreta- 
tion Act s. 4 


* securities lending arrangement, 260(5), Reg. 8201 - 

* specified leasing property, 16.1(1), Reg. 8201 

* tax on property forming part of, Canada—U.S. Tax Con- 
vention Art. XXIII:2 

Permitted acquisition, permitted SAU Set peumittec 

redemption 

¢ defined, for butterfly, 55(1) 


Perpetual poverty, vow of, 110(2) 


Person, see also Taxpayer. 


¢ defined, 248(1), Interne gangs Act 35(1), Canada-U,S. 
Tax Convention Art. III: 1(e) 


ee includes partnership for specific purposes, 33.1(2)(a), 
66(16), 79(1), 79.11), 8001), 80.01(1), 80.02¢1), 
80.03(1)(a), 80.04(1), 127.2(9), 127.3(7),-187.4(c), 
209(6),.227(5.2), (15),.237.101), 251.1(4)(b) 

¢ related by blood, defined, 251(6) 

Personal credits, 118 


Personal injury award 

* election re capital, gains, 81(5) 

* income from exempt, 81(1)(g.1), (g.2) 
Personal or living expenses 

¢ allowance for, taxable, 6(1)(b) 

e defined, 248(1) 

¢ not deductible, 18(1)(h) 


Personal property 

¢ located on ship or aircraft used in international traffic, 
whether taxable Canadian property, 115C1)(b)G(B) 

Personal services business 

¢ defined, 125(7), 248(1) 


¢ excluded from active business income, 125(7)“active 
business” 


* expenses, limitation on deductibility of, 18(1)(p) 
* incorporated employee, defined; 125(7)“personal. ser- 


56(1)(b)—(€-2), 56.1; 
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Personal services business (cont'd) 
vices business’’(a) 
* loans, 12(1)(w), 80.4(1) 
* overseas employment credit disallowed, 122.3(1.1) 
* retirement compensation arrangement, 207.6(3) 
Personal trust 
¢ detined, 110.6(16), 248(1) 
* principal residence exemption, 54“principal residence” 
e . see also Trust (or estate) 
Personal-use property, see also Listed personal property 
* adjusted cost base of, 46(1), (2) 
¢ bad debt that is, 50(2) 
¢ defined, 54 
¢ disposition of 
** capital loss nil, 40(2)(g)(iii) 
e* in part, 46(2) 
* ordinarily disposed of as a set, 46(3) 
Petro-Canada, subject to tax, 27(2), Reg. 7100 
Petroleum and Gas Revenue Tax Act 
* amount deemed tax payable, 20(1)(11) 
* communication of information obtained under, 241(11) 
* payments under not deductible, 18(1)(1.1) 
Petroleum/natural gas 
* acquisition of, for unreasonable consideration, 69(7) 
ee fair market value, 69(9) 
* allowances, Reg. Part XII 
* corporations, see Drilling or exploration expense; Ex- 
ploration and development expenses; Prospecting 
* cost of substance injected to recover, 20(1)(mm) 
e dealers in, limitation, 66(5) 
* disposition of, for unreasonable considerations, 69(6) 
** certain persons deemed to be same person, 69(10) 
ee fair market value, 69(8) 
* exploration and development expenses, 66 


* exploration equipment etc., capital cost allowance, Reg. 
Sch. I:Cl. 10(0, Sch. I:Cl. 41 


* royalties, Reg. 1211 

e¢ includable in income, 12(1)(0) 

eee reimbursement for, 80.2 

ee not deductible, 18(1)(m) 

Phantom income 

¢ from provincial Crown royalties, 12(1)(0), 69(6), (7) 

*¢ flow-through of, by trust to beneficiaries, 104(29) 

Pharmacist 

e defined, 118.4(2) 

Photocopier 

° ns cost allowance, Reg. 1101(5p), Reg. Sch. IE:Cl. 
OW) 

Photocopy, see Copy of document 

Physician 

* fees of, medical expense credit, 118.2(2)(a) 

* income of, see Professional practice 

Pilot 

* away-from-home expenses, deduction, 8(1)(g) 

Pilot plants, qualify for R&D investment tax credits, 

Reg. 2900(11)(c), (d) 

Pinball machine 

* capital cost allowance, Reg. Sch. II:Cl. 16(f) 

Pipeline 

* capital cost allowance, Reg. Sch. II:Cl. 1(), Sch. II:Cl. 


2(b) 
e¢ exhausted within 15 years, Reg. Sch. II:Cl. 8(4) 
*¢ for mine, Reg. Sch. II:Cl. 10(1) 


*¢ gas or oil well equipment, Reg. 1104(2), Reg. Sch. 
U:Cl. 10G) 

*¢ separate classes if cost over $10 million, Reg. 
1101(5i), (5j) 

¢ defined, 1104(2) 

¢ linefill in, no CCA, Reg. 1102(1)(k) 

Pipeline operators 

* taxable income earned in a province, Reg. 411 

Plant Workers Adjustment Program 

* overpayments repaid, deductible, 60(n)(1i.1) 


* payments received under, taxable, 56(1)(a)(vi), Reg. 
5502 


*¢ withholding of tax at source, 153(1)(m), Reg. 5502 

Points | 

¢ allocated in determining whether film/video production 
qualifies as credit, Reg. 1106(4) 

Police officer 

* moneys seized from tax debtor by, 224.3 

* RCMP, disability pension exempt, 81(1)(i) 

Policy, see Insurance policy; Life insurance policy 

Policy dividend 

* excess, deduction, defined, 138(12)“1975-76 excess 
policy dividend deduction” 

* excess, reserve, defined, 138(12)“1975—76 excess policy 
dividend reserve” 

Policy liability 

* of insurer, defined, Reg. 1408(1) 

Policy loan (life insurance) 

* amount payable in respect of, 138(12), 148(9) 

° defined, 138(12), 148(9), Reg. 1408(1) 

* interest limitation, 20(2.1), Reg. 4001 

* repayment of, 60(s) 

Policy reserves (insurers) 

e¢ deduction for, 20(7)(c) 

* negative, 20(1)(e.1), 20(22), Reg. 1400(2) 

* regulations, Reg. 1400-1408 

¢ 1975-76 excess, defined, 138(12) 

Policy year 

* ending in taxation year, 6(4), (5) 

Political activities 

¢ of charitable foundation, 149.1(6.1) 

Political contributions 

¢ books and records, 230.1 

* information returns, Reg. 2001 

¢ not deductible, 18(1)(n) 

* receipts, “Reg. 2000, 2002 

¢ tax credit for, 127(3)-(4.2) 

¢ “tax otherwise payable” defined, 127(17) 

Pollution control equipment 

* capital cost allowance, Reg. 1100(1)(t), Reg. Sch. H:Cl. 
24, Sch. II:Cl. 27 

Pooled fund trust 

¢ defined, Reg. 5000(7) 

¢ information return where interest claimed to be qualified 
investment, Reg. 221 

Pornography 

* ineligible for Canadian film/video credit, Reg. 
1106(1)“excluded production’’(b) 


2790 


Index 


Portfolio investments 

¢ dividends on, refundable Part IV tax, 186(1) 

* whether foreign property, 206(1)“foreign property”(d.1) 
Post, see Mail 


Post-1995 life insurance policy 

¢ defined, Reg. 1408(1) 

Post-1995 non-cancellable or guaranteed renewable ac- 

cident and sickness policy 

e defined, Reg. 1408(1) 

Pre-1996 life insurance policy 

¢ defined, Reg. 1408(1), (7) 

Pre-1996 non-cancellable or guaranteed renewable acci- 

dent and sickness policy 

¢ defined, Reg. 1408(1), (7) 

Poultry 

* raising, constitutes farming, 248(1)“farming” 

Pre-acquisition surplus (of foreign affiliate) 

¢ deduction for dividend paid out of, 113(1)(d), Reg. 

5900(1)(c) 

Pre-1972 capital surplus on hand 

¢ amalgamation, on, 87(2)(t) 

* on windup of corporation, 88(2)—(2.3) 

Pre-1972 spousal trust 

¢ deemed disposition by, 104(4)(a.1) 

¢ defined, 108(1) 

Pre-1986 capital loss balance 

e defined, 111(8) 

e usable, $2,000 per year, 111(1.1) 

Predecessor corporation, see Amalgamation 

Preferred beneficiary 

¢ defined, 108(1) 

¢ election, 104(14), Reg. 2800 

ee allocable amount, 104(15) 

ee filing deadline, 104(14)-(14.02) 

Preferred-earnings amount 

¢ amalgamation, on, 87(2)(y.1) 

Preferred-rate amount, for credit union 

¢ deduction based on. 137(3) 

e defined, 137(4.3) 

Preferred share, see also Short-term preferred share; Tax- 

able preferred share; Term preferred share 

* consideration for property transferred to corporation, 

85(1)(g) 

¢ deemed interest on, 258(3) 

¢ defined, 248(1) 

* interest paid on money borrowed to purchase, 20(1)(qq) 

e issued by loss corporation 

ee where dividends on not deductible, 112(2.4)-(2.9) 

¢ tax-deferred series, Reg. 2107 

¢ taxable, see Taxable preferred share 

Pregnant loss, see also Superficial loss 

* rules preventing transfer of, 

*e¢ capital property, 40(3.3), (3.4) 

ee depreciable property, 13(21.2) 

ee eligible capital property, 14(12), (13) 

ee ae or debt owned by financial institution, 18(13), 
AS) 

Premium 

° defined 

ee Home Plan, 


Buyers’ 146(1)“premium’”’, 


146.01(1)“premium” ' 

*¢ investment income tax on life insurers, Reg. 1900(1) 
ee life insurance policy, 148(9)“premium” 
¢« obligation owned since before 1972, ITAR 26(12) 
e* registered retirement savings plan, 146(1)“premium’” 
* group term life insurance policy 
ee imitation on deductibility, 18(9.01) 
ee taxable benefit to employee, 6(4), Reg. 2700-2704 
e life insurance used as collateral, on, deductible, 

20(1)(e.2) 
e prescribed, Reg. 309(1) 


¢ RRSP, under, 146(1)“premium” 


¢ refund of, see Registered retirement savings plan: refund 
of premiums 


Prepaid amounts, taxable when received, 12(1)(a) 

Prepaid expenses 

* amalgamation, :87(2)(j.2) 

¢ farming (cash-basis) business, 28(1)(e), (e.1) 

¢ Jimitation re deductibility, 18(9) 

Prepaid insurance benefit 

¢ defined, Reg. 2703 

¢ included in taxable group term life insurance, 6(4), Reg. 
2701(1)(b) 

Prepaid interest 

e imitations on deduction for, 18(9), 18(9.2)-(9.8) 

“Prescribed” defined, 248(1) 


Prescribed annuity contract, Reg. 304 

* amount included in income, 56(1)(d) 

¢ deduction, 60(a) 

* excluded from accrual rule, 12(11)“investment contract” 
12.2(1)(b) 

Prescribed countries 

¢ for intercorporate dividend from foreign affiliate, Reg. 
5907(11)-(1 1.2) 

° pau withholding tax, debt issued before 1976, Reg. 

0 


* for tax treaty elections, Reg. 7400(1) 

e treaties with, (see list of treaties in Table of Contents 
Prescribed intermediate zone 

e credit for residence in, 110.7(1) 

¢ defined, Reg. 7303.1 


Prescribed northern zone 
¢ credit for residence in, 110.7(1) 
e defined, Reg. 7303.1 


Prescribed plan or arrangement 

¢ retirement compensation arrangement, Reg. 6802 

ee rules re, 207.6(6) 

Prescribed rate (of interest), Reg. Part XLII 

¢ “quarter” defined, Reg. 4300 

Prescribed resource loss, see Resource loss 

Prescribed trust, see Trust (or estate): prescribed 

Prescription drugs, as medical expense, | 18.2(2)(n) 

President, see Officer: corporation, of 

Priest, see Clergyman 

Primary current (of specified debt obligation) 

° defined, 9100 

Primary recovery, Reg. 1206(1) 

Prince Edward Island, see also Province 

¢ prescribed area, for electrical energy or steam process- 
ing, 127(9)“qualified property’ (c.1) 
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Prince Edward Island (cont'd) 

* prescribed designated region, 127(9)*specified percent- 
age’’(a)(vi), Reg. 4607 

* qualified property acquired for use in, 127(9)“specified 
percentage (a), (e) 

* tax rates, see introductory pages 

Principal amount (of debt obligation) 

¢ defined, 248(1) 

** distress preferred share, 80.02(2)(a) 

*¢ obligation outstanding since before 1972, ITAR 
26(1.1) 
Principal-business 

development) 

¢ deduction of CEE, 66.1(2) 

* defined, 66(15) 

* prescribed deductions, Reg. 1213 
Principal-business corporation (real property) 

* associated 

ee base level deduction, 18(2.3)-(2:5) 

¢ base level deduction, 18(2)(f), 18(2.2) 

¢ excluded from limitation on CCA, Reg. t100(12) 
* specified percentage of “soft costs”, 18(3.4) 


corporation (exploration and 


Principal residence 

* capital gains exemption election, effect on, 40(2)(b)A, 
D, 40(7.1) 

¢ defined, 54 

* designation, 54“principal residence’ (c), (c.1), Reg. 2301 

* disposed of to spouse or spousal trust, 40(4) 

¢ disposition after 1981, 40(6) 

* distribution by spouse trust, 107(2.01) 

* election where change in use, 45(3), Reg. 2300 

ee¢ where not available, 45(4) 

* exception to rules, 54.1] 

¢ farmer's, exclusion of, 40(2)(c) 

* gain on disposition not taxed, 40(2)(b) 

* property of trust, 54“principal residence” 

* regulations, Reg. 2300, 2301 

¢ relocation rule, 54.1 

* satisfaction of interest in trust, 40(7) 

Principal screenwriter (for Canadian film/video tax 

credit) 

¢ defined, Reg. 1106(5)(a) 

Printout 

* as proof of electronic document, 244(9) 

Priority, see Garnishment for taxes unpaid; Ordering 

Prison, see Offences 

Private corporation, see also Corporation 

* Canadian-controlled, defined, 125(7), 248(1) 

* capital dividend, election, 83(2), Reg. 2101 

* cooperative deemed not to be, 136(1) 

* credit union deemed not to be, 137(7) 

¢ Crown corporation deemed not to be, 27(2) 

* defined, 89(1), 248(1) 

*¢ special cases, 27(2), 134,.136(1), 137(7), 141, 141.1, 

186(5), 227(16) 

* deposit insurance corporation deemed not to be, 
137.1(6) 

¢ dividend paid by, 83(2) 

* dividend refund to, 129 

* existing since before 1972, ITAR 50 

* flow-through of income to shareholders, see Integration 

* insurance corporation deemed not to be, 141.1 


* municipal or provincial corporation deemed not to be, 
227(16) 
¢ mutual fund corporation deemed to be, 131(5) 


* non-resident-owned investment corporation deemed not 
to be, 134 


¢ payment of tax, 157(3) 

*¢ deduction from tax, under provincial statute, ITAR 
29(32), (33) 

¢ deduction of drilling and exploration expenses, ITAR 
ZA (5) 

* subject corporation, 186 

* tax on certain dividends received, 186 

Private foundation 

¢ defined, 149.1(1) 

¢ designation of, as public, 149.1(13) 

* designation of registered charity as, 149.1(6.3) 

¢ disbursement quota, 149.1(20) 


* non-qualified investment, see Non-qualified investment: 
private foundation 


* registration of 

ee refusal by Minister 

deemed, 172(4)(a) 

ee revocation of, 149.1(4) 

*¢ revocation or refusal, appeal, 172(3)(a) 

Private health services pian 

* defined, 248(1) 

* employer's contribution not a taxable benefit, 6(1)(a)(i) 
* premiums, as medical expenses, 118.2(2)(q) 


Private holding corporation, defined, 191(1) 


Privatization of government assets 
¢ debt qualifies for investment by deferred income plans, 
Reg. 4900(1)(q) 


Privileged documents, see Solicitor-client privilege 


Prize 

¢ achievement, for 

ee included in income, 56(1)(n) 

* lottery, not taxed (no taxing provision) 
* prescribed, Reg. 7700 

*¢ not included in income, 56(1)(n) 

* property acquired as, cost of. 52(4) 
Procedure and evidence, 244 


Procedures not followed by Revenue Canada 

* assessment still valid, 166 

Proceeds of disposition 

* allocation of 

** between land and buildings, 13(21.1), 70(5)(d) 
*¢ between property and services, 68 

¢ deemed 

** amalgamation, on,, 69(13) 

*¢ disposition of share, on, 55(2)-(5) 

*¢ disposition to benefit “specified person”, 69(11) 
application on winding-up, 88(1) 

*¢ former business property, 44(6) 

** property surrendered to creditor, 79(3) 

** when deemed payable, 14(2) 

¢ defined 

** capital property, 54 

** depreciable property, 13(21) 

¢ depreciable property, 13(21)“proceeds of disposition” 
° due after year 

** amalgamation, 87(2)(m) 

* imcome interest in trust, 106(3) 
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Proceeds of disposition (cont’d) 
* life insurance policy, interest in, 56(1)G); 148(9)“ pro- 
ceeds of the disposition” 


¢ life insurance policy dividends deemed to be, 148(2) 
* ‘timber resource property, 20(5. me 

* unclaimed at year-end 

*¢ withholding tax, 153(4) 

effect of remittance, 153(5) 

* uncollectible portion, 20(4)—(4.2) 

¢ unrealized, 40(1)(a)(iil) 


Processing, see also Manufacturing and anata’ 

@ allowances, Reg. Part XII 

¢ field, see Canadian field processing 

Processing or fabricating corporation 

e meaning, ITAR 29(26) 

Processing property | 

¢ defined, Reg. 1206(1) 

Producer (of film or video production) 

¢ defined, Reg. 1106(1)“producer’’ 

Production | 

* resource property, from, defined, 66(15)“production” 

* right to receive, see Right to receive production 

Production or use 

* payments dependent on 

ee» deemed income, 12(1)(g) 

*e¢ interest paid to..non-resident, PLANO) (closing 
words) 

Production royalty, sefiacuiaiaads 1206(1) 

Professional corporation, see also Professional practice’ 

¢ defined, 248(1) 

¢ fiscal period of, 249.1(1)(b)(iii) 

Professional membership dues 

¢ employee’s, deduction, 8(1)(i)(@) 

Professional practice 

* carried on since before 1972, ITAR’ 23(3) 

* incorporated, see Professional corporation 

¢ judge’s income from, 24.1 [repealed] 

¢ work in progress of 

e« deemed to be inventory, 10(5)(a) 

ee election to exclude from income, 34 

ee  vyaluation of, 10(4)(a) 

Profit, see also Income 

¢ from business or property, income, 3(a), 9(1) 

* payment based on future, 12(1)(g) 


* reasonable expectation required, 18(1)ch), aa per- 
sonal or-living expenses’ ) 


Profit sharing plan, see also Deferred profit sharing plan; 
Employees profit sharing plan. 


¢ appeal from refusal to register, 172(3)(c), 180 
e defined, 147(1), 248(1) 

¢ employer’s contribution under, 20(1)(w) 

ee limitation on deductibility, 18(1)(k) 

¢ information return, Reg. 212 

* registration of, as DPSP, 147(2) . 

ee refusal by Minister 

deemed, 172(4)(b) 

¢ regulations, Reg. Part XV 

Profits, see Profit 


Program for Older Worker Adjustment, see Older 
Worker Adjustment, Program for 


Promissory note 

* ‘convetsion’to other bond, debenture or note; 51.1 

¢ issued on rollover of property to corporation, 85(1)(b) 
* provided as payment, 76(1) 


Promoter (of tax shelter) | 

e defined, 237.1(1) 

¢ obligation to provide and use idieticiectin gs number; 
237.1(5) 

Promotion expenses, see Advertising 


Proof 
¢ burden of, see Burden of proof 
¢ documents, of, 244(9), (13) | 
* electronically filed return, 244(21) 
¢ failure to comply, of, 244(7), (8) 
* no appeal, of, 244(10) 
* not required re signature of Department affiber 244(11) 
¢ return, etc., of, 244(17)-(19) 
¢ service, of, 244(6) 
e¢ by mail, 244(5) 
* time of compliance, of, 244(8) 
Property 
* acquired 
e* as prize, 52(4) 
°¢ — by bequest etc., 70(6) 
ee by gift, 69(1)(c) 
ee by insurer, on default in payment, 138(11.93) 
ee from spouse, deemed value of, 73 
ee in the year, capital cost allowance, 
1100(2)-(2.4) 
non-arm’s length exception, Reg. 1102(20) 
e* to earn income from business, expenses deductible, 
20(1)(e)Gi.1), 20(1)(e.1) G1) 
¢ adjusted cost base 
e* amounts added, 53(1) 
ee amounts deducted, 53(2) 
ee defined, 54 
ee identical properties, 47 
** negative amount, deemed gain, 40(3), (3.1) 
* amortized cost, ITAR 26(12)“capital property’’ 
¢ annual value of, not deductible, 18¢1)(d) 
* appropriation of, to shareholder or prospective share- 
holder, 15(1), (7) 
¢ beneficial owner of, defined re Quebec, 248(3) 
¢ Canadian 
**  non-resident-owned investment corporation, of, 
133(8)“Canadian property” 
¢ Canadian resource property, defined, 66(15) 
* capital gains and losses, see Capital gains and losses 
* “capital property” defined, 54; ITAR 26(12)“capital 
property” 
° “certified” 
ee ascertainment of, 127(10)(a), (b) 
¢ change in use of, 45 
* before 1972, ITAR 26.1(1) 
¢ election, 45(2) 
¢ insurer, by, 138(11.3)-(11:41), (11.6) 
¢ principal residence, election, 45(3) ° 
ee where not available, 45(4) 
convertible, see Convertible property 
cost amount, defined, 248(1) 
cultural, see Cultural property 
deceased taxpayer, of, 164(6) 


Reg. 
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Property (cont'd) 


deemed acquisition of 
becoming non-resident, 128.1(4)(c) 
becoming resident in Canada, 128.1(1)(c) 
capital cost allowance rules, Reg. 1100(2.21) 
change in use, on, 45 
deemed disposition of 
becoming non-resident, 128.1(4)(b) 
becoming resident in Canada, 128.1(1)(b) 
capital cost allowance rules, Reg. 1100(2.21) 
change in use, on, 45 
death, on, 70(5)—(10) 
deemed gain from 
added to cost base, 53(1)(a) 
defined, 248(1) 
depreciable, see Depreciable property 
disposed of 
by legal representative, Reg. 1000 
in part, 43, 46 
on death, definitions, 70(10) 
disposition of, see Disposition of property 
eligible capital 
deceased, of, 70(5.1) 


Index 


defined, 54; ITAR 26(12)“eligible capital ob, sand a 


disposition of, 14(6) 
exchanges of, 14(6), (7) 
exchanges of, 13(4), 44 
replacement property, 44(5) 
“excluded” of non-resident, 116(6) 
farm, see Farm property 
foreign, deferred income plans, Reg. Part L 
former, capital gain, 44(6) 
goodwill, ITAR 21 
government assistance in acquiring 
cost base, deductions from, 53(2)(k) 
having more than one use, 45 
identical, 47; ITAR 26(8)-(8.2) 
defined, 248(12) 
life insurance corporation, of, 138(11.1) 
income from, 9(3), 12 
defined, 9(1) © 
° for dividend refund, 129(4)‘income”’ 
° for FAPI purposes, 95(1) 
inter vivos gift of, 69(1)(b) 
involuntary disposition of, 13(4) 
leased 


buildings on, capital cost allowance, Reg. 1102(5) 


leasing, capital cost allowance, Reg. 1100(15)—(20) 
non-arm’s length exception, Reg. 1102(20) 
separate classes, Reg. 1101(5c) 

listed personal, see Listed personal property 

loss from, 9(3) 
defined, 9(2) 

lost, destroyed or taken 
amalgamation, effects: of, 87(2)(1.3) 

misclassified, 13(6) 

non-depreciable capital 
change of control, 53(2)(b.2) 

“nothings”, ITAR 21 

owned on Dec. 31/71, ITAR 20(1) 


part disposition of 

cost base, deduction from, 53(2)(d) 
principal residence, see Principal residence 
proceeds of disposition of 


allocation of, between land and buildings, 13(21.1) 


defined, 54 
production from or use of, see Production or use 
publicly traded securities, ITAR 26(11) 
qualified (investment tax credit), Reg. 4600 
defined, 127(9), (11) 
reacquired, ITAR 26(6) 
real, disposition of by non-resident, 216(5) 
received as consideration for payment or Joan 
cost base, deductions from, 53(2)(f) 
rental, capital cost allowance, Reg. 1100(11)-(14.2) 
replacement, 13(4), (4.1), 14(7), 44(5) 
repossessed, rules applicable, 79 
resource, see Resource property 
seizure of, by creditor, 79.1 
small business, Reg. Part LI 
substituted 
cost base, addition to, 53(1)(f) 
meaning of, 248(5) 
surrender of, to creditor, 79 
tax, see Municipality: property taxes 
timber resource, defined, 13(21) 
transfer of, see Transfer of property 
trust, proportional holdings in, 259 
upkeep by trust for beneficiary, 105(2) 
use of or production from, see Production or use 
value at date of death, 70(5), (6) 


Proprietor of business 


disposing of business, 25 
fiscal period, 25 

income from business, 11(1) 

return on death of, 150(4) 


Proprietorship 


continuing business of partnership, 98(5) 


Prosecution 


indictment, upon, 239(2) 
limitation, 244(4) 


Prospecting 


amount re share received, excluded from income, 


81(1)() 
income from, 35 
exemption, 35(1)(c), 81(1)() 


Prospecting, exploration and development expenses 
improvements, capital cost allowance, Reg. 1102(4) . 


amalgamations, ITAR 29(11) 

deduction by any corporation, ITAR 29(11) 
extended meaning, ITAR 29(28) 

general limitation, ITAR 29(31) 

limitation, re payments for rights, ITAR 29(13)-(15) 
mining corporation, ITAR 29(2), (3), (13) 

oil and gas corporation, etc., ITAR 29(4), (5) 


renunciation by joint exploration corporation, EYAR 


29(6), (7) 
successor corporation, ITAR 29(25) 


Prospector 
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defined, 35(2) 
receipt of shares by, 35 
deduction from amount, 110(1)(d.2) 
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Province, see also specific provinces by name 
¢ -bonds issued by 


*¢ interest paid to non-resident, 212(1)(d)(iiN(C)AD, 
212(6)-(8) 

* bound 

ee by garnishment orders, 224(1.4) 

°° by withholding tax requirements, 227(1 1) 

* capital tax of, deductibility, 18 

¢ change of, forward averaging, 120.1(3) 

* communication of information to, 241(4)(d), Reg. 3003 


* corporation incorporated in before part of Canada, 
248(1)“corporation incorporated in Canada” 


* corporation owned by, see also Crown corporation 
bonds issued by 
interest paid to non-resident, 212(1)(b)Gi)(C)UV) 
deemed not private corporation, 227(16) 
ee exemption, 149(1)(d) 
¢ defined, Interpretation Act s. 35(1) 
e gift to, 118.10) 
* government of, see Government 


* includes Newfoundland and Nova Scotia cffshore areas, 
124(4)“province”’ 

* income earned. in 

deduction from tax, re schooling allo wanes: 120(2) 

defined, 120(4) 

ee individual, by, Reg. Part XXVI 

¢ income not earned in 

addition to tax for, 120(1) 

¢ jabour-sponsored venture capital corporation of 

ee recovery of LSVCC credit, 211.7 

e laws of 

** property transfer to spouse on death, 248(23.1) 

e¢ support order transfers, 73(1), (1.1) 

¢ legislature, see Legislative assembly (or Legislature) 

¢ logging tax paid to, credit for, 127(1), (2), Reg. 700 

¢ member of legislative assembly 

** expense allowance, exempt, 81(2) 

¢ portion of income tax 

refund by Minister, 164(1.4) 

¢ refund of tax of, to be paid by Revenue Cidada. 

164(1.4) 

e residence of mining reclamation trust in, 250(7) 

¢ subject to withholding tax provisions, 227(11) 

° tax transfer payments to, 154, Reg. 3300 

Provincial indemnities 

e excluded from income, 81(1)(q) 

Provincial laws, prescribed, Reg. 6500-6502 

Provincial life insurance corporation 

* conversion into mutual corporation, 139 

Provincial pension plan, prescribed 

° assignment of pension under, 56(2) 

¢ benefits taxable, 56(1)(a)(@) 

ee transfer to qualifying plan, deduction for, before 
1993, 60(1)(v)(B.2) 

* contributions to 

ee deductible from income, 60(v), Reg. 7800(2) 

es» excepted from attribution rules, 74.5112) 

°° interest on money borrowed to make, no deduction, 
18(11)(g) 

e defined, Reg. 7800 

¢ retirement pension under . 

e* assignment of, not subject to attribution, 74.1(1) 


* transfer of rights to pension under, 56(4) 

¢ transfer to RRSP, RRIF or aoe 146(21) 

Provisionable assets 

¢ defined, Reg. 8006 

Provisional PSPA 

¢ defined, Reg. 8303(2), (3) 

Proxy amount 

* prescribed, for research and development expenses, Reg. 
2900(4)—(10) 

ee reduction in, 127(11.1)(f) [repealedj, 127018) 

Public authority 

* tax on disposition of cultural property, 207.3 

Public bodies, exempt, 149(1)(c) 

Public corporation 

¢ amalgamation, 87(2)(ii) 

¢ defined, 89(1), 248(1) 

¢ election to trigger gain before corporation. becomes, 48.1 

* .existing since before 1972, ITAR 50 

° life insurance corporation deemed to be, 141 _ 

¢ mortgage investment corporation, 130.1(5) 

¢ qualifying dividend paid by, 83(1) 

Public employees 

¢ annual dues deductible, 8(1)(i)(iv) 

Public foundation 

¢ defined, 149.1(1) 

* designation of registered charity as, 149.1(6.3) 

¢ private foundation designated as, 149.1(13) 

* registration of 

ee refusal by Minister 

deemed, 172(4)(a) 

ee revocation of, 149.1(3) 

e revocation or refusal, appeal, 172(3)(a) 

Public school board 

¢ allowance from, exempt, 81(3) 

Public utility 

e foreign 

ee dividend from, paid to non-resident, 213 

** income imputed to shareholder of corporation, 

213(2) 

* interest on obligations, 81(1)(m) 

*e amalgamation, 87(2)(jj) 

Publicly-traded securities, Reg. 4400 

¢ value on Valuation Day, ITAR 26(11), Reg. Sch. VI 

Pulp mills 

¢ capital cost allowance, Reg. Sch. II:Cl. 5 

Punishment, see Offences 

Purchase butterfly, 55(1), (3.1), (3.2) 

Purifier 

* air or water, medical expense credit, Reg. 5700(c.1) 

Purpose 

* gaining or producing income, 18(1)(a), Reg. 1102(1)(c) 

‘“Put-in-use” rules, see Available-for-use rules 


Q 
QPP, see Canada Pension Plan/Quebec Pension Plan 
Quadrennial survey, reserve for, 12(1)(h), 20(1)(0) 


Qualified annuity 
* defined, Reg. 1404(2) [to be repealed], 1408(1) 
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Qualified construction equipment 

¢ defined, 127(9) [repealed] 

* prescribed, Reg. 4603 

Qualified corporation (re Canadian film/video tax 

credit) 

¢ defined, 125.4(1) 

Qualified dependant 

¢ Child Tax Benefit 

ee* credit in respect of, 122.61(1) 

*¢ defined, 122.6, 122.62, Reg. 6300-6302 

°e GST. credit 

** credit in respect of, 122.5(3)(c), (d) 

6 ¢ ' Geticg. 12214) tc ce ter) 

Qualified domestic trust 

¢ relief from double taxation, Canada—U.S. Tax Conven- 
tion Art. XX VI:3(g) 

Qualified expenditure 

* pool, see SR&ED qualified expenditure pool 

* reduction to reflect government assistance, 127(18)-(21) 

* relating to borrowings to pay dividends or profits, 
20.1(8)(d) 

* scientific research, for, defined, 37.1(5)“qualified ex- 
penditure” 127(9) 

Qualified farm property 

* capital gains deduction, 110.6(2) 

¢ defined, 110.6(1) 


*¢ deemed, where capital gain deemed following debt 
forgiveness, 80.03(8) 


* eligible capital property, sale of, 14(1.1) 

* individual, of, defined, 108(1)“qualified farm property” 

Qualified insurance corporation 

¢ defined, Reg. 810(2) 

* property of, no certificate required before disposition, 
Reg. 810(1)(a) 

Qualified investment, see also Non-qualified investment 


* deferred income plans, 146(1)‘“qualified investment” 
146.3(1)“qualified investment” Reg. 4900, 4901 


* deferred profit sharing plans, 204“‘qualified investment 

* information returns, Reg. 221 

Qualified labour expenditure (re Canadian film/video 

tax credit) 

¢ defined, 125.4(1) 

Qualified limited partnership 

* defined, Reg. 5000(7) 

Qualified property 

¢ defined j 

*¢ foreign property rules, 206(1) 

** investment tax credit, 127(9), (11) 

Qualified related corporation 

¢ branch tax, 219(8) 

° non-resident insurer, of, 138(12)“qualified related 
corporation” 

Qualified relation 

¢ GST credit 

** credit in respect of, 122.5(3)(b) 

ee defined, 122.5(1), 122.5(2) 

Qualified resource 

* defined, for resource allowance claims, Reg. 1206(1) 

Qualified small business corporation 

* capital gains exemption, see Qualified small business 


” 


corporation share 
* share, see Qualified small business corporation share 


Qualified small business corporation share 
* capital gains deduction, 110.6(2.1) 

¢ death of shareholder, 110.6(14)(g) 

¢ defined, 110.6(1) 


*¢ deemed, where capital gain deemed following debt 
forgiveness, 80.03(8) 


* individual, of, defined, 108(1)“qualified small business 
corporation share” 


¢ related person, 110.6(14) 

¢ rules re, 110.6(14) 

Qualified small-business property 

¢ defined, 127(9) [repealed] 

* investment tax credit for, 
percentage’’(1) 

Qualified small business share 

¢ excluded from mark-to-market rules, 142.2(1)“mark-to- 
market property”’(e) 

Qualified tertiary oil recovery project, defined, Reg. 

1206(1) 

Qualified transportation equipment 

* defined, 127(9) [repealed] 

¢ prescribed, Reg. 4601 

Qualified trust 

¢ defined, 259(3) 

Qualifying Class A share 

* defined, for LSVCC rules, Reg. 6706(1) 

Qualifying corporation, defined, 127.1(2) 

Qualifying debt obligation 

¢ defined 

¢¢ for small business bond, 15.2(3) 

*¢ for small business development bond, 15.1(3) 

Qualifying dividend 

¢ defined, 83(6) 

* paid by public corporation, 83(1) 

Qualifying educational program, defined, 118.6(1) 

Qualifying entity, defined, Reg. 6804(1) 

Qualifying exchange (mutual fund rollover) 

* defined, 132.2(2) 

¢ effect of, 132.2(1) 

* exemption from rules re disposition of income interest 
in trust, 106(2), (3) 

Qualifying fiscal period 

¢ defined, 34.2(1) 

Qualifying home 

¢ for RRSP withdrawals, 146.01(1) 

Qualifying 

program) 

¢ defined, Reg. 8505(2)(b), 8505(2.1) 

Qualifying interest (in respect of foreign affiliate) 

¢ defined, 95(2)(m), 95(2.2), Reg. 5907(1.01) 

* income of foreign affiliate from active business, 
95(2)(a) 

Qualifying person 

¢ defined 

*¢ re eligible funeral arrangement, 148.1(1) 


** re treaty shopping, Canada—U.S. Tax Convention 
Art. XXIX A:2 


127(9)“specified 


individual (re approved downsizing 
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Qualifying share 
¢ defined 


ee RRSP or RRIF investment in cooperative corpora- 
tion, Reg. 4901(2) 


°°. share-purchase tax credit, 192(6), Reg. 6203 
¢ prescribed, Reg. 6203 
Qualifying trust 


* acquisition of shares for labour-sponsored funds tax 
credit, 127.4(3) 


e.. defined, 127.41), 211.7 

Quebec, see also Province 

¢ Gaspéa, see Gaspé Peninsula 

° a 3 succession in, deemed to be release or surrender, 

¢ logging tax, credit for, 127(1), (2), Reg. 700 

¢ matrimonial regime, 248(22), (23) 

¢ Montreal, international banking centre, 33.1(3) 

¢ northern, see Northern Canada 

* renunciation of succession in, deemed to be disclaimed, 
248(9) 

e residents, federal tax abatement, 120(2) 

* tax rates, see introductory pages 

¢ usufructs, rights of use or habitation, and substitutions, 
deemed to be trusts, 248(3) 

Quebec North Shore Paper Co. case overruled, 20(1)Gi) 


Quebec Pension Plan, see Canada Pension Plan/Quebec 

Pension Plan 

Quota 

e disbursement; for charities, 
quota” Reg. 3700-3702 

¢ farm, capital gains exemption, 110.6(1)“qualified farm 
property ’’(d) 


149.1(1)“disbursement 


R 


R&D, see Scientific research and 


experimental 
development / 
RCA, see Retirement compensation arrangement 


RCA trust 
¢ defined, 207.5(1) 
¢ _ excluded from various trust rules, 108(1)“trust’(d) 


RCGTOH, see Refundable capital gains tax on hand 
RCMP pension, exemption, 81(1)(i) 

RDTOH, see Refundable dividend tax on hand 

REIT, see Real estate investment trust 

REMIC, see Real Estate Mortgage Investment Conduit 
RESP, see Registered education savings plan 

RFI, see Restricted financial institution 

RHOSP, see Registered home ownership savings plan 
RIC, see Regulated Investment Company (U.S.) 

RIF, see Retirement income fund 


RLSVCC, see Labour-sponsored venture capital corpora- 
tion (LSVCC): registered 


RPP, see Registered pension plan 
RRIF, see Registered retirement income fund 
RRSP, see Registered retirement savings plan 
RSP, see Retirement savings plan 


R.S.C. 1985 (5th Supp.), see Revised Statutes of Canada, 
1985 (Sth Supp.) 


Rabbi, see Clergyman 


Radar equipment 
* capital cost allowance for, Reg. Sch, I:Cl. 9 


Radiocommunication equipment 
* capital cost allowance for, Reg. Sch. II: Cl. 8, Sch. II:Cl. 
9 


¢ defined, Interpretation Act 35(1) 


Radiological services 
¢ medical expense, 118.2(2)(0) 


Rail bogies or rail suspension devices 

¢ capital cost allowance, Reg. ee Reg: Sch. II:Cl: 
35(b) 

Railway 


* cars, capital cost allowance, Reg. 1100(1)(2), (z.1b), 
Reg. Sch. I:Cl. 35 


ee separate classes, Reg. 1101(5d), (Sd.1) 
* companies 

ee capital cost allowance, Reg. 1102(10) 
*¢ capitalization of expenses, 36 


* corporations, taxable income earned in a province, Reg: 
406 


* cross-border, profits exempt, Canada—U.S. Tax.Conven- 
tion Art. VIII:4 


* employees 
*¢ away-from-home expenses of, deduction, 8(1)(e), (g) 


oe ee telegrapher or station agent expenses, 
8(1)(e) 


* expansion property, Reg. 1100(1)(zc) 
* locomotive, capital cost allowance, Reg. Sch. II:Cl. 6 
* modernization property, Reg. 1100(1)(zc) 


rail suspension device, capital cost allowance, Reg. 
1100(1)(z), (z.1b), Reg. Sch. If:Cl. 35 

*¢ separate classes, Reg. 1101(5d), (Sd-1) 

¢ rollin stock, exempt from non-resident tax, 
212(1)(d)(vii), 212(16) iT 

¢ sidings, capital cost allowance, Reg. 1100(8) 

° systems; Reg. 1104(2), Reg. Sch. I:Cl. 4 

¢ tank car, capital cost allowance, Reg. Sch. II:Cl. 6 


tier 1 pension benefits, Canada—U.S. Tax Convention 
Ast. XVIIL:5 


ee USS. resident, exempt, Canada—-U.S. Tax Convention 
Art. XV:3 


¢ track and related property, capital cost allowance, Reg. 
1100(1)(zb), Reg. Sch. I:Cl. 1(h) 


ee for mine, Reg. Sch. II:Cl. 10(m), Sch. U:Cl. 41 
ee — separate classes, Reg. 1101(5e), (Se.1) 


¢ traffic control equipment, capital cost allowance, Reg. 
1100(1)(za.1), Reg. Sch. If:Cl. 1@) 


ee separate classes, Reg. 1101(Se.1) 

¢ trestles, Reg. 1100(1)(za.2), (zb), Reg. Sch. I:Cl. 3 

°° separate classes, Reg. 1101(5e.2), (Sf) 

Rapid transit car 

¢ capital cost allowance for, Reg. Sch. IL:Cl. 8 

Rapidly depreciating electronic equipment 

° aa cost allowance, Reg. 1101(5p), Reg. Sch. II:Cl. 


Rate reduction payment 

* treated as interest, 18(9.1) 

Rates of capital cost allowance, Reg. 1100 

Rates of tax, see also Surtax 

* capital tax, financial institutions, 190.1 
corporation, 123 

¢ abatement, 124 

¢ deposit insurance, 137.1(9) 
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Rates of tax (cont'd) 
ee excessive election, 184(2) 


¢* investment corporations, 130 
*¢ manufacturing and processing, 125.1 
** non-resident, carrying on business in Canada, 219 
** non-resident-owned investment corporation, wi ea 
*¢ scientific research, 194 
* small business deduction, 125 
oo; 'Surtax. T7322 
¢ DPSP trust 
** non-qualified investments, on, 198 
* deposit insurance corporation, 137.1(9) 
** abatement for provincial schooling allowance, 120(2) 
** averaging, see Averaging of income 
** general averaging 
surtax, 180.1 
*¢ indexing of, 117.1 
**  over-contributions to deferred plans, 204.1 
¢ individual, 117(2) 
* investment corporation, 130(1) 
* investment income of life insurer, 211.1(1) 
¢ large corporations, 181.1(1) 
¢ “minimum amount” of tax, 127.51 
* non-resident-owned investment corporation, 133(3) 
* non-resident withholding tax, 212 
¢ Part I (regular tax) 
** corporation, 123(1)(a), 124(1) 
ee individual, 117(2) 
¢ Part [.1 (individual surtax), 180.1(1) 
¢ Part 1.2 (OAS clawback), 180.2(2) 
* Part I.3 (Large Corporations Tax), 181.1(1) 
¢ Part IJ (tobacco manufacturers’ surtax), 182(1) 
¢ Part Il.1 (corporate distributions tax), 183.1(2) 
¢ Part III (excessive capital dividend election), 184(2) 
° pee Ls (dividends received by private corporation), 
) 
¢ Part IV.1 (preferred shares), 187.2 
e Part V 
¢¢ charity revocation tax, 188(1)(a) 
*¢ charitable foundation, transfer of property, 188(3) 
** private foundation, non-qualified investments, 189(1) 
* Part VI (financial institutions capital tax), 190.1(1) 
¢ Part VI.1 (preferred shares), 191.1(1) 
> eve k (share-purchase tax credit refundable tax), 
) 
sok (scientific research tax credit refundable tax), 
) 
* Part IX (cumulative offset account), 196(1) 
¢ Part X 
*¢  DPSP, inadequate consideration, 201 
*¢ DPSP, non-qualified investments or use of assets as 
security, 198(1) 
Part X.1 
** DPSP with excess amount, 204.1(3) 
¢¢ RRSP overcontributions, 204.1(2.1) 


¢ Part X.2 (registered investment holding non-prescribed 
investment), 204.6(1) 

* Part X.3 (labour-sponsored fund insufficiently invested), 
204.82(1), (3) 
Part X.4 (overcontribution to RESP), 204.91 
Part XI (deferred income plans) 

* acquisition of shares not at market value, 206.1 

* excess foreign property, 206(2) 


¢ Part XI.1 

DPSP holding non-qualified investment, 207.1(2) 
*¢ RRIF holding non-qualified investment, 207.1(4) 
e* RRSP holding non-qualified investment, 207.1(1) 


¢ Part XI.2 (disposition of cultural property by institu- 

tion), 207.3 

Part XI.3 (retirement compensation arrangement), 

207.7(1) 

ae (resource royalties paid by tax-exempt person), 

) 

e Part XII.1 (carved-out income), 209(2) 

Part XII.2 (designated income of trust with non-resident 

beneficiary), 210.2(1) 

Part XII.3 (investment income of life insurer), 211.1(1) 

¢ Part XII.4 (mining reclamation trust), 211.6(1) 

¢ Part XIII (withholding tax) 

¢ dividends paid to non-residents, 212(2) (as reduced 
by treaty) 

ee film and video royalties, 212(5) (as reduced by 
treaty) 

¢ other passive income of non-residents, 212(1) (as re- 
duced by treaty) 


¢ Part XIV 

** branch tax, 219(1) (as reduced by treaty) 

** corporate emigration, 219.1 

* refundable tax on corporations issuing shins: 192 

* registered charities, 188 

* registered investments, re, 204.4 

trust 

*¢ governed by deferred plans, 206(2), 207.1 

ee inter vivos, 122(1) 

** testamentary, 117(2) 

Reacquired property, ITAR 26(6) 

Real estate, see Real property 

Real estate investment trust 

¢ allowed as mutual fund trusts, 
108(2)(c), 132(6)(b) (ii) 

¢ U/S., dividends paid by, Canada—U.S. Tax Convention 
Art. X:7(c) 

Real Estate Mortgage Investment Conduit 

° oe te inclusion, Canada—U.S. Tax Convention Art. 


108(2)(b)(i1)(B), 


Real property, see also Building; Land; Rent 
* acquired 
*¢ capital cost, 13(5.2) 


¢ capital, taxable, Canada—U.S. Tax Convention Art. 
XXII 


* capital gains exemption restrictions, 110. 6(1)“annual 
gains limit” “eligible real property gain” 


¢ defined, Income Tax Conventions Interpretation Act s. 5 
* disposed of 

*¢ non-resident, by, 216(5) 

*¢* recaptured depreciation, 13(5.3) 

* income from, Canada—U.S. Tax Convention Art. VI 
¢ interest in, defined, 248(4) 

* leasehold interest in, see Leasehold interest 

¢ life estate in, 43.1 

* non-qualifying real property, defined, 110.6(1) 

* offshore, reporting of to Revenue Canada, 233.3 

* principal-business corporations 

** associated, base level deduction, 18(2.3)-(2.5) 
** base level deduction, 18(2)(f), 18(2.2) 

*¢ specified percentage of “soft costs”, 18(3.4) 
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Real property (cont'd) 

¢ rent paid before acquisition, deemed CCA, 13(5.2) 

¢ trust owing, whether a unit trust, 108(2)(c) © 

Reappropriations of amounts, 221.2 

Reasonable expectation of profit 

* required for business deduction, 18(1)(h), 248(1)“per- 
sonal or living expenses” 

¢ required for loss carryforward after change in control, 
111(5)(a)G@), 111(5)(b)G) 

Reasonableness 

¢ criterion for expenses, 67 


Reassessment, see also Assessment 

e after normal reassessment period, 152(4)+(5) 

ee disposition of vessel, after, 13(18) 

* consequential on other change, 152(4.3) 

* constitutes an assessment, 248(1)“assessment” 

e deceased’s estate, election re losses, 152(6) 

¢ election to capitalize interest, on, 21(5) 

* exercise of option, on, 49(4), (5) 

¢ extended reassessment period, 152(4)(b) 

¢ Minister, by, 152(4), (4.1), (6), 165(3) 

ee after filing notice of objection, 165(5) 

*¢ disposing of appeal, on consent, 169(3) 

* normal reassessment period, defined, 152(3.1) 

* second notice of objection not required, 165(7) 

e unused Part I.3 tax credit, 152(6)(f) 

e validity, 165(5), (6) 

¢ within normal reassessment period, 152(4) 

Recapture provisions, see Capital cost allowance: 

recapture 

Receivables 

* in later year, reserve for, 20(1)(n), 20(8) 

¢* where property repossessed by, creditor, 79.1(4) 

e 1971, ITAR 23(5)‘1971 receivables” 

Receiver or receiver-manager 

* clearance certificate before distributing property, 159(2) 

e return to be filed, 150(3) 

¢ withholding tax, liability for, 153(1.3) [repealed], (1.4) 
[repealed], 227(5), 227(5.1) 

Reclassification 

¢ depreciable property, change in class, 13(5) 

* expenditures, R&D claims, 37(12) 

Recognized stock exchange 

¢ defined, Canada—U.S. Tax Convention Art. XXIX 
A:5(a) 

Record, see also Books and records 

e defined, 248(1) 

Recovery 

¢ labour-sponsored funds tax credit, see Labour-sponsored 
funds tax credit: recovery 

Recreational clubs 

* non-profit, exempt, 149(1)(1), 149(5) 

Recreational facilities 

* use of, expense not deductible, 18(1)()(@) 

Recreational property 

¢ capital cost allowance, Reg. 1102(17) 

Redemption of shares by corporation 

¢ capital loss denied, 40(3.6) 

¢ deemed dividend of excess over paid-up capital, 84(3) 

Redetermination, see Determination 


Reduction of tax, see. Abatement,of tax 


Reed Stenhouse Companies Ltd. 

¢ Class I shares, no deemed dividend on redemption, 
84(8), Reg. 6206 

Refinery 

° septal cost allowance, Reg. Sch. I:Cl. 10(u), Sch. 1eCl. 


Refugee 

e entitled to Child Tax. Benefit, 
individual’’(e) (ili) 

Refund 

¢ after normal reassessment period, 152(4.2), 164(1.5) 


e “allowable refund” to non-resident-owned investment 
corporation, 133(6), (7), (8)“allowable refund” 

* assignment of, by corporation, 220(6), (7) 

¢ capital gains 

ee mutual fund corporation, to, 131(2), (3) 

ee mutual fund trust, to, 132(1), (2) 

¢ dividend 

*« mutual fund corporation, to, 131(5) 

¢* private corporation, to, 129(1) 

e duty of Minister, 164(4.1) 

* employees profit sharing plan, to former beneficiary, 
144(9) 

¢ fraudulently obtained, offence, 239(1.1) 

e included in income, 12(1)(x)(iv) 

¢ interest on, 164(3)-(4) 

¢ labour-sponsored funds tax credit clawback, 211.9 

* non-resident tax, of, 227(6)-(7) 

* overpayment of tax, of, 164 

¢* application to other taxes, 164(2) 


122.6“eligible 


e farmers and fishermen, 119(2) 
Part I tax, 164 
Part VIII 

¢ when deemed paid, 194(5) 


partial refundable investment tax credit re scientific re- 
search and development, 164(1) 


* premiums, of, see Registered retirement savings plan: 
refund of premiums 


* provincial portion of income tax, 164(1.4) 

¢ RRSP premiums, of, 146(1)“refund of premiums” 
ee deemed receipt of, 146(8.1) 

* reassessment to give rise to, 152(4.2) 

¢ refundable dividend tax, 129 

ee application to other liability, 129(2) 

* repayment on objections and appeals, 164(1.1) 
¢ tax, of 

ee deferred profit sharing plan, to, 202(2) 
e¢- application to other taxes, 203 

ee excessive, 160.1(1) 

¢ tax on non-qualified investment, of 

*e on disposition, 198(4), 199(2) 

e¢ on recovery of security, 198(5) 

¢ UI premium tax credit, 164(1.6) 


Refund interest 

¢ defined, Reg. 5203(4) 

Refundable capital gains tax on hand 

¢ mutual fund corporation, of, 131(6)“refundable capital 

gains tax on hand” 

** carryover to mutual fund trust on qualifying ex- 
change, 132.2(1)()) 

ee reduction of, 131(9) 

* mutual fund trust of, 132(4)“refundable capital gains tax 
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Refundable capital gains tax on hand (cont'd) 
on hand” 


*¢ addition to following reorganization, 132.2(1)() 


Refundable credits 

¢ Canadian film/video production credit, 125.4 

¢ Child Tax Benefit, 122.61(1) 

¢ dividend refund, 129(1) 

¢ GST credit, 122.5(3) 

¢ individual resident in Quebec. 120(2) 

* investment tax credit, 127.1(1) 

* mining reclamation trust credit, 127.41(3) 

Refundable dividend tax on hand. 

refund 

* aggregate investment income, defined, 129(4) 

* amalgamation, on, 87(2)(aa) 

¢ deemed, 186(5) 

e defined, 129(3) 

¢ foreign investment income, defined, 129(4) 

¢ “income” or “loss” defined, 129(4) 

* meaning of certain expressions, 129(8) 

* parent's, after subsidiary wound up, 
88(1)(e.2) 

¢ refund of, 129(1) 

¢ taxable dividend. defined. 129(7) 


Refundable federal sales tax credit, 122.4 [Repealed] 


Refundable goods and services tax credit, 122.5, see 
also Goods and services tax (GST): refundable credit 
Refundable investment tax credit 

* deemed deduction from tax otherwise payable, 127.1(3) 
e¢ defined, 127.1(2) 

* partial refund in respect of, 164(1) 

Refundable Part IV tax, 186 

e refund of, 129(1) 


Refundable Part VII tax 

* amalgamation, on hand on, 87(2)(nn) 

* corporation issuing qualifying shares, 192,193 
e defined, 192(3), 248(1) 

¢ undue deferral of, 193(6) 

Refundable Part VIII tax on hand 

¢ defined, 194(3), 248(1) 

¢ undue deferral, 195(6) 

Refundable taxes 


* investment income of CCPC, 123.3, see also Dividend 
refund 


* Part IV tax. 186(1) 

* retirement compensation arrangement arrangement, 
207.5(1) 

Registered Canadian amateur athletic association 

¢ defined, 248(1) 

* gifts to, credit for, 118.1(1), (3) 

* information returns, Reg. 216 

* receipts, Reg. 3500, 3501 

* records to be kept, 230(2) 

* refusal or revocation of registration 

*¢ appeal from, 172(3)(a) 

* revocation of registration, 168 

Registered charity, see also Charity 

* accumulation of property, 149.1(8), (9) 

¢ books and records, 230(2) 

¢ charitable activities 

*¢ Minister may specify amount expended on, 149.1(5) 


see also Dividend 


87(2)(aa), 


* communication of information by Minister, 149.1(15) 

¢ defined, 248(1) 

* designation of, by Minister, as public foundation etc., 

149.1(6.3) 

*¢ appeal from, 172(3)(a.1) 

¢ disbursement excess, 149.1(20) 

*¢ defined, 149.1(21) 

* exemption for, 149(1)(f) 

* fund-raising event 

** exempted from general limitation on entertainment 
expense deduction, 67.1(2)(b) 

¢ gift to another registered charity 

** revocation of registration, 149.1(4.1) 

gifts to, 118.1€1), (3) 

* information returns, 149.1(14), Reg. 204(3)(c) 

Minister may specify amount expended on charitable ac- 

tivities, 149.1(5) 

non-qualified investment, tax re, 189 

* penalty taxes, 188, 189 

public information return, 149.1(14), (15) 

* remainder interest in real property, disposition to, 

43.1(1) 

* revocation of registration, 149.1(4.1), 168 

ee tax on,,188(1),. (2) 

¢ specified gift, defined, 149.1(1) 

* fax 'Té,-188, 189 

* taxation year, 149.1(1) 

* transfer of property 

ee tax on, 188(3). (4) 

Registered education savings plan, see also Education 

savings plan 

* amounts received, income, 56(1)(q) 

¢ beneficiary under 

** amount included in income, 146.1(7) 

ee defined, 146.1(1) 

*¢ portion of tax-paid income, 146.1(8) 

* contribution limits, 146.1(2)th), (k) 

¢ defined, 146.1(1)“beneficiary” 

* definitions, 146.1(1) 

* “excess amount” defined, 204.9(1), (2) 

e excluded from various trust rules, 108(1)‘‘trust’(a) 

* notification to beneficiaries, 146.1(2)(1) 

* overpayments to, tax on, 204.9-204.93 (Part X.4) 

* payments out of 

e¢ non-residents, to, 212(1)(r) 

** residents, to, 56(1)(q), 146.1(7) 

¢ refund of payments under, 146.1(1) 

* registration 

** conditions for, 146.1(2) 

*¢ deemed date of, 146.1(12) 

** revocation, 146.1(13), (14) 

¢ subscriber not taxable, 146.1(6) 

* tax-paid income, 146.1(8)—(10) 

e¢ defined, 146.1(1) 

* tax payable by subscribers, 204.91] 

* transfer of property to another plan, 146.1(6.1) 

* trust not taxable, 146.1(5), 149(1)(u) 

Registered home ownership savings plan, 

[Repealed] 

* cost base of property held in, 50(3) 

* disposal of properties, 50(3) 

¢ income accrued before 1986, not tax, 12(10.1) 

¢ information return, Reg. 223 


146.2 
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Registered home ownership savings plan (cont'd) 

* payments out of, to non-residents, LBGlolteD 
Registered investment 

¢ defined, 204.4(1), 248(1) 

¢ Minister and, 204.4(2)-(5), 204.5 

* tax on : 

** on acquisition of shares not at fair market value, 


on foreign property, 206 

on holding certain property, 204.6. 

Registered labour-sponsored venture capital corpora- 
tion, see Labour-sponsored venture capital corporation 
(LSVCC): registered 

Registered mail 

¢ no longer needed, for notice of objection, 165(2) 
Registered national arts service organization 

* benefits from, included in income, 56(1)(aa) 

* deemed to be registered charity, 149.1(6.4) 

e defined, 248(1) 

* exempt from tax, 149( 1) 

¢ prescribed conditions, Reg. 8700 

* receipts issued by, Reg. 3500“registered organization” 

¢ registration, 149.1(6.4) 

* revocation of designation, 149.1(6.5) 

Registered pension plan, 147.1-147.3, Reg. Part 
LXXXUI-LXXXV 

* actuarial report, 147.2(3), Reg. 8410 

* actuarial surplus, transfer during 1988, 604.01) 

¢ actuary, defined, 147.1(1) 

¢ administrator, 147.1(6)-(7) 

defined, 147.1(1) 


e¢ obligations, 147.1(7) 
* «requirement, 147.1(6) 


separate liability, 147.1(16) 
* amendments to, 147.1(4), (15), 172(3), (5), Reg. 8511, 
8512(3) 


ee  anti-avoidance, 146(5.21) 

* appeal 

e* refusal to accept amendment, from, 172(3)(f.1), 
172(5) 


refusal to register, from, .172(3) 

* application for registration, 147.1(2), Reg. 851201) 

° “as registered” meaning, 147.1(15) 

¢ average wage, defined, 147.1(1) 

¢ balance of annuitized voluntary contributions, 60.2(2) 
¢ benefit flowed through trust, 104(27) 

unauthorized, 147.3(10), (12) 

* benefits, association of, with employers, Reg. 8305 

¢ benefits taxable, 56(1)(a)(i) 

exception when contribution made before. 1946, 57 


* certification of past.service benefit, see Past. service 
event 


* communication of information re, 241(4)(d)(vii) 
* compensation, defined, 147.1(1) 

¢ conditions, 147.1(2), (5), Reg. 8501-8506 

* continuation of, in amalgamation, 87(2) 

e contract under, 254 

* contribution, prescribed, 147.2(2), Reg. 8516 

¢ death of contributor, amount, deductible, 147.2(6) 
e defined, 248(1); ITAR 17(8) 

¢ defined benefit provision, defined, 147:1(1) 

¢ definitions, 147.1(1) 
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designated plan, Reg. 8515 
¢ — special rule, Reg. 8515 


eligible contribution, defined, 147.2(2), Reg. 8515(5), 
8516 


employee’s contribution deductible, 
8502(b)(i), 8503(4)(a), (b) 
~employer’s contribution 

¢ deductible, 20(1)(q), (s), 147.21), Reg. Part XX VII 
e defined benefit provision, 147.2(2) | 

¢ filing of actuarial report, 147.2(3) 


147.2(4), Reg. 


limits, 147.1(8), (9), Reg. 8506(2) 

not taxable benefit, 6(1)(a)(i) 
exempt from tax, 149(1)(0), (0.1) 
excluded from various trust rules, 108(1)““trust”(a) 
filing annual return, Reg. 8409 
foreign plan, see Foreign plan (pension plan) 
foreign property holdings, tax on, 205—207 
grandfathered plan 


* complying before March 1996 budget date, Reg. 
8509(13) 


¢ defined, Reg. 8500(1) 
includes references to “approved” plan, ITAR 17(8) 
income accruing in 


* not taxed by U.S., Canada—U.S. tax treaty Art. 
XVUL:7 


information return, Reg. 8409 

limits on contributions, 147.1(8), (9), 147. 14), Reg: 
8506(2) 

member of plan, defined, 147.1(1) 


Minister to obtain advice of Superintendent of Financial 
Institutions, 147.1(17) 
money borrowed for contribution to 
e limitation on interest deductibility, 18(11)(c) 
money purchase limit, defined, 147.1(1) 
money purchase provision, defined, 147.1(1) 
multi-employer plan 
anti-avoidance, 147.1(14) 
becoming revocable, plan, 147.1(9) 
defined, 147.1(1), Reg. 8500(1) 
pension adjustment limits, 147.1(9) 
registration requirements, Reg. 8510(7) 
¢ — specified 
defined, 147.1(1), Reg. 8510(2) 
rules, Reg. 8510(3), (5)-(7) 
no tax payable by, 149(1)(o), (0.1) 
non-residents 
¢ for, not subject to Part XI, 205(a) 
* payment under, withholding tax, 212(1)(h) 
participating employer, defined, 147.1(1) 
past service benefits, determination of, 147.1(10) 
past service contributions 
¢ additional voluntary contributions, deductible for 
1986, 8(1.1) 
¢ by employee 
rollover where pre-March 28, 1988 commitment, 
60(j.02) 
¢ by employer 
deductible; 147.2(2), Reg. 8516(2) 
past service event 
¢ defined, 147.1(1), Reg. 8300(1), (2) 
* restrictions on pension’ funding 
147.1010), Reg. 8306, 8307(2) 
past service payments into, 57(4) 
payment under, taxable, 56(1)(a)(i), 212(1)(h),; 254 


and» benefits; 
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Registered pension plan (cont'd) 
* pension adjustment, see Pension adjustment 


* pension adjustment limits, see also Pension adjustment 
¢ plan as registered, 147.1(15) 
* prohibited investments, Reg. 8502(h), 8514(1) 
* refund of undeducted past service additional voluntary 
contributions, 60.2(1) 
* registration of, 147.1(2), (3) 
additional conditions, 147.1(5) 
amendments, conditions for acceptance of, 147.1(4) 
deemed from time of application, 147.1(3) 
regulations, 147.1(18), Reg. Part LXXXIII-LXXXV 
revocation of, 147.1(13), 147.3(12) 
notice, 147.1(12) 
notice of intention, 147.1(11) 
* repayment of post-1989 benefits, 60(j.04) 
* repayment of pre-1990 benefits, 60(j.03) 
* reporting requirements, Reg. 8400-8410 
¢ retiring allowances transferred to, 60(j.1) 
¢ salary deferral leave plan, Reg. 8508 
* single amount, defined, 147.1(1) 
* specified multi-employer plan 
defined, 147.1(1), Reg. 8510(2) 
rules, Reg. 8510(3), (5){7) 
spouse, defined, 147.1(1) 
successor plan, Reg. 8308(8) 
* tax re foreign property, 205—207 
¢ teacher's contributions, 147.2(5) 
* transfers from 
actuarial surplus, 60(j.01), 147.3(4.1) 
another RPP, to, 147.3(1)(8), Reg. 8517 
death, on, 147.3(7) 
deemed, 147.3(14) 
division of amount transferred, 147.3(11) 
excess, 147.3(13) 
lump sum on death, 147.3(7) 
marriage breakdown, on, 147.3(5) 
pre-1991 contributions, 147.3(6) 
RRIF, to, 146.3(2)((v), (vi), 147.301), (4)(7), (10) 
RRSP, to, 147.3(1), (4H{7), (10) 
restrictions re, 147.3(12) 
spousal RRSP, to, 60(j.2) 
taxation of amount transferred, 147.3(9) 
* transfers to 
actuarial surplus, of, 60(j.01), 147.3(4.1) 
another RPP, from, 147.3, Reg. 8517 
deferred profit sharing plan, from, 147(19) 
. via a trust, 104(27.1)_ - 
marriage breakdown, on, 147.3(5) 
pension benefits received through trust, of, 60(j)(ii) 
RRSP, from, 146(16) 
retiring allowance, 60(j.1) 
unregistered plan, from, 60(j)(i) 
* wage measure, defined, 147.1(1) 
Registered retirement income fund 
* acceptance for registration, 146.3(2) 
* administration fees, non-deductible, 18(1)(u) 
* amended 
deemed receipt. 204.2(1.4) 
* amounts received, income, 56(1)(t) 
¢ annuitant, defined, 146.3(1) 
¢ benefits taxable, 146.3(5) 


business carried on by, 146.3(3)(c) 
carrier, defined, 146.3(1)“annuitant” 
change in fund after registration, 146.3(11)—(13) 
common-law spouse, breakdown of relationship, 
146.3(14)(b) 
death of last annuitant, 146.3(6)—(6.2) 
defined, 146.3(1) 
designated benefit 
¢ amount deductible, 146.3(6.2) 
¢ deemed received, 146.3(6.1) 
* defined, 146.3(1)“designated benefit” 


¢ transfer of, to spouse, child or grandchild, 
146.3(6.11) 


disposition of property to 
* capital loss nil, 40(2)(g)(iv)(A) 
eligible amount, 146.3(6.11) 


excessive small business property holding, tax, 207.1(5) 
(repealed retroactively) 


excluded from various trust rules, 108(1)“trust”(a) 
exempt from tax, 146.3(3), 149(1)(x) 
income accruing in 

¢ not taxed, 146.3(3), 149(1)(x) 

* not taxed by U.S., Canada—U.S, tax treaty Art. 

XVII:7 

income not subject to annual accrual, Reg. 7000(6) 
information returns, Reg. 215 


interest income deemed not received by annuitant, 
146.3(15) 


investment counselling fees, non-deductible, 18(1)(u) 


life income fund, treated as RRIF (no legislative provi- 
sions; see Notes to 147.3(1)) 


minimum amount 
¢ defined, 146.3(1) 


* requirement to pay out annually, 146.3(1)“retirement 
income fund” 


non-qualified investments, 146.3(7)-(9) 
non-resident, payment to, 212(1)(q) 
payments under 

¢ attributed to spouse, 146.3(5.1) 

¢ joint and several liability for tax on, 160.2(2)-(4) 

* non-resident, to, 212(1)(q) 

ee election to file return, 217 

e taxable, 146.3(5) 

¢ withholding of tax, 153(1)() 
property 

¢ disposition or acquisition, 146.3(4) 

e transfer of, 146.3(14) 

* used as security, recovery of, 146.3(10) 
“property held” in connection with the fund, 146.3(1) 
qualified investment, defined, 146.3(1) 
retirement income, defined, 146(1) 
retirement income fund, defined, 146.3(1) 
revocation of registration, 146.3(11)-(13) 
services in respect of, non-deductible, 18(1)(u) 
tax-paid amounts, see Tax-paid amount 
tax payable by 

° at eee of shares not at fair market value, 


on foreign property, 206 

on holding certain property, 207.1(4) 
transfers from 
* another RRIF, to, 146.3(2)(e), 146.3(14)(a) 
* marriage breakdown, on, 146.3(14) 
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Registered retirement income fund (cont’d) 


¢ RRSP, to, 146.3(14)(a) 
* spouse’s RRSP, to, 
146.3(14)(b) 
transfers to 
¢ amount to be included in income, 146.3(5,1) _ 
e. .another RRIF, from, 146.3(14)(a) 


¢ balance of annuitized voluntary contributions, pre- 
10/9/86, 60.2(2) 


e deceased spouse’s RRSP, from, 60(1) 
° at from, 146.3(2)(f)(v), (v1), 147. 3(1), oa (); 
¢ RRSP, from 146(16), 146. 3(5. 1) 
e rules, 146.3(5.1)-(5.5) 
trust, not taxed, 146.3(3), 149(1)(x) 


on marriage breakdown, 


Registered retirement savings plan 


administration fees, non-deductible, 18(1)(u) 
age 69 maturity, 146(2)(b.4), 146(13.2) 
amended plan, 146(12) 
¢ deemed receipt, 204.2(1.4) 
* payments out of, subject to withholding of tax, 
153(1)Q) 
amount deductible 
* excess premiums, 146(8.2) 
ee deemed not premiums, 146(8.21) 
amount included in computing income, 146(8,3)-(8.7) 
amounts received from, income, 56(1)(h), 146(8) 
annuity acquired or provided under, pre-10/9/86 
¢ — balance of annuitized voluntary contributions to RPP, 
60.2(2) 
attribution rule re payments from spousal plan, 146(8. 3) 
benefits under, 146(8)—(8.91) 
e deduction for estate tax, 60(m) 
* succession duties on, deduction for, 60(m.1) 
¢ where plan not registered at end of year entered into, 
146(15) 
borrowing against, prohibited, 146(2)(c.3)(ii) 
Hee from, to purchase a home, see Home Buyers’ 
an 
business carried on by, 146(4)(b) 
change in, after registration, 146(12), (13) 
¢ advantage extended by issuer, 146(13.1) 
common-law spouse, breakdown of relationship, 
146(16) 
contributions, see premiums (below) 
cumulative excess amount re, 204.1(2.1), 204.2(1.1) 
death, effect of, 146(8.8)-(8.91) 
e refund of premiums to child or grandchild, rollover 
to new RRSP, 60(1)(v)(B.1) 
deduction limit, 146(1)“RRSP deduction: limit” 
e. defined, 248(1) 
defined, 146(1) 
definitions, 146(1) 
disposition of property to 
¢ capital loss nil, 40(2)(g)Gv)(B) 
dollar limit, 146(1)“RRSP dollar limit” 
e defined, 248(1) 
election re refund of premiums, ITAR 61(2), Reg. 5600 
excess amount for a year re, 204.2(1) 
excess contributions 
e tax on, 204.1 
¢ withdrawal of, 146(8.2) 


excessive small business property holding, tax, 207.1(5) 
(repealed retroactively) 
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excluded from various trust rules, 108(1)“‘trust’’(a) 
exempt from tax, 146(4), 149(1)(r) 
income accruing in 

not taxed, 146(4), 149(1)(r) 


not taxed by U.S., Canada—U.S. tax treaty Art. 
XVIU:7, Art. XXIX:5 


foreign property of 

defined, 206(1), Reg. 5000 

tax-re, 205-207 
Home Buyers’. Plan, see Home Buyers’ Plan 
income not subject to annual accrual, Reg. 7000(6) 
information returns, Reg. 214 : 
interest on money borrowed to invest in, not deductible, 
18(11)(b) 
investment counselling fees, non-deductible, 18(1)(u) 
investment in small businesses, Reg. 4900(6), (12) 
issuer extending advantage, 146(13.1) 
“issuer” of, defined, 146(1) 


labour-sponsored venture capital corporation shares, ac- 
quisition of, 127.4(1)“qualifying trust” (3) 


life insurance policies, 146(11) 
maturity by age 69, 146(2)(b.4), 146(13.2) 
money borrowed to pay premium — 

limitation on interest deductibility, 18(11)(b) 
net past service pension adjustment, meaning, 146(1) 
non-qualified investments, defined, 146(1) 

disposition of, 146(6) 
non-resident withholding tax, 212(1)() 
overcontribution to 

no deduction for, 146(5) 

non-deductible, withdrawal of, 146(8.2) 

tax on, 204.1(2.1) 


transfer from RPP, deduction 
147.3(13.1) 


payments under 
joint and several liability for tax on, 160.2(1), (3), (4) 
non-residents, to, 212(1)() 
° election to file return, 217 
remuneration, Reg. 100(1) 
taxable, 56(1)(h), 146(8), 212(1)d) 
withholding tax, 153(1)G) 
premiums 
amount deductible, 60(i), 146(5), (5.2), (6.1)’ 
excess, refunded, deemed not premiums, 146(8.21) 
paid before registration, 146(14) 
refund of, on overcontribution; 146(8.2) 
undeducted, 204.2(1.2) 
property used as security for loan, recovery of, 146(7) 
qualified investments of, 146(1), Reg. 4900 
recontribution of certain withdrawals, deduction for, 
146(6.1) 
refund of excess contributions, 146(8.2) 
refund of premiums, 146(1) 
death before 1972, ITAR 61(2), Reg. 5600 
deemed receipt of, 146(8.1) 
defined, 146(1) . 
estate, to, 146(8.1) 
transferred to annuity, RRSP or RRIF, 60(1) 
used to purchase income-averaging annuity contract, 
deductible, 61(2)(d) 
registration of, 146(2), (3), (13.1) 
change after, 146(12), (13) 
rules governing, 146 


if withdrawn, 
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Registered retirement savings plan (cont'd) 
security, not to be used as, 146(2)(c.3)(ii) 


* services in respect of, non-deductible, 18(1)(u) 
* spousal plan, 146(8.3) 
¢*  aftribution on withdrawals, 146(8.3) 
ee defined, 146(1) 
** premiums 

eee amount deductible, 146(5.1) 

eee not subject to income attribution rules, 74.5(12) 
*¢ transfers to, from RPP or DPSP, 60(j.2) 

* spouse 

*¢ breakdown of relationship, on, 146(16) 

* tax on over-contributions to, 204.1 

* tax-paid amounts, see Tax-paid amount 

* tax payable by 


** on acquisition of shares not at fair market value, 
206.1 


** on foreign property, 206 
*¢ on holding certain property, 207.1(1) 
** termination at age 69, 146(2)(b.4) 
* transfer from, to other plan or RRIF, 60(1), 146(16) 
* amount to be included in income, 146.3(5.1) 
¢« rules, 146.3(5.1)+5.5) 
* tracking of funds, 146(8.4) 
transfer to 
another RRSP, from, 146(16) 
capital loss denied; 40(2)(g)(iv)(B) 
DPSP, from, 147(19) 
deceased person’s RRSP, from, 60(1) 
pension benefits received through a trust, 60(j)(ii) 
RPP, from, 147.3(1), (4)-(7), (10) 
ee division of amount transferred, 147.3(11) 
ee taxation of amount transferred, 147.3(10) 
¢ RRIF, from, 146.3(14) 
* retiring allowance, 60(j.1) 
* spouse, for, on marriage breakdown, 147.3(5) 
*  spouse’s RPP or DPSP, from, 60(j.2) 
* unregistered plan, from, 60(j)(i) 
trust 
* disposition of property by, 146(9) 
* non-qualified investments acquired by, 146(10) 
* non-qualified investments held by 
ee tax payable, 146(10.1) 
* not taxed, 146(4), 149(1)(r) 
unused deduction room, meaning, 146(1) 
withdrawal of funds to purchase home, see Home Buy- 
ers’ Plan 
Registered securities dealer, see also Broker: Investment 
dealer; Securities 
¢ defined, 248(1) 
* securities lending arrangement payments. to non- 
residents 
** exemption from withholding tax, 212(1)(b)(xii) 
*¢ information return required, 212(18) 
** tax on excessive payments, 212(19) 
* software development by, no R&D credits, 248(1)“sci- 
entific research and experimental development”(b)(ii) 
Registered segregated fund trust 
* excluded from various trust rules, 108(1)“trust’’(a) 
Registered supplementary unemployment benefit plan 
* amendment of, amounts received, 145(4) 
* benefits received, income, 56(1)(g) 


¢ defined, 145(1) 

* employer’s contribution under, 20(1)(x), 145(5) 

¢ excluded from various trust rules, 108(1)‘trust’’(a) 

* trust not taxable, 145(2), 149(1)(q) 

* winding-up of, amounts received, 145(4) 

Registration 

* appeal from refusal or revocation by Minister, 172(3) 

¢ deemed refusal by Minister, 172(4) 

* revocation of, see Revocation of registration 

Regular adjustment period 

* defined, re indexed debt obligation, Reg. 7001(7) 

Regular customers 

¢ defined, for FAPI rules, 95(2.4)(b) 

Regulated Investment Company (U.S.) 

¢ dividend paid to Canadian resident, Canada—U.S. Tax 
Convention Art. X:7(b) 

Regulations 

¢ definitions in, Interpretation Act s. 16 

* failure to comply with, penalty, 162(7) 


* incorporating material amended from time to time, 
221(4) 


* Income Tax, reproduced after the Income Tax Act and 
Income Tax Application Rules 


* judicial notice to be taken of, 244(12) 

* meaning, 248(1) 

* provision for, 147.1(18), 214(13), 215(5), 221(1) 

* publication of, in Canada Gazette, 221(2) 

* reducing amount of non-resident withholding tax, 
215(5) 

¢ residents in Canada, re, 214(13) 

* retroactive effect, limitation on, 221(2) 

* whether binding on Her Majesty, 221(3) 

Rehabilitative therapy 

* for hearing/speech loss, medical expense, 118.2(2)(1.3) 

Reimbursement 

* alimony or maintenance payments, 56(1)(c.2), 60(c.2) 

* disability insurance top-up paid by employer, 8(1)(n.1) 

* election to offset against outlay or expense, 12(2.2) 

¢ included in income, 12(1)(x) 

** prescribed amount, Reg. 7300 

¢ inducements, 20(1 )(hh) 

* legal expenses of collecting salary etc., re 

** included in employee’s income, 6(1)(j) 

* medical expenses, 118.2(3)(b) 

* motor vehicle expenses, in respect of, 6(1)(b)(xi) 

* payments as 

*¢ election re adjusted cost base, 53(2)(s), 53(2.1) 


* petroleum/natural gas etc. royalties included in income, 
for, 80.2 


* received by beneficiary of trust, or partner, 12(2.1) 
* salary or wages, of, 8(1)(n) 

* support payments, 56(1)(c.2), 60(c.2) 
Reimbursement payment 

* defined (re top-up disability payments), 8(1)(n.1)(i) 
Reinsurance commission 

* deduction, 20(1)(j) 

* defined, Reg. 1404(2) [to be repealed], 1408(1) 

* inclusion in income, 12(1)(s) 

* reserve for, 20(7)(c) 

Related group, defined, 251(4) 
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Related persons, see also Associated corporations... 

e defined, 251(2) 

** extended meaning under debt forgiveness rules, 
80(2)G) 

*¢ special rule for butterfly transactions, 55(5)(e) 


*¢ special rule for deemed dispositions of trusts, 
104(5.7)(b) 


*¢ special rule for financial institutions tax, 190.15(6) 
ee special rule for foreign affiliates, 95(2.2)(b), 
95(6)(a)(i) 
ee special rule for transfer pricing, Canada—U.S. Tax 
Convention Art. [X:2 

Related segregated fund trust, 138.1 

¢ adjusted cost base of, 53(1)(1), 53(2)(q) 

¢ defined, 138.1(1)(a) 

° famereces entity for capital gains exemption, 39.1(1), 

* minimum tax not payable, 127.55(H() 

Relationship, defined, 251(6) 

¢ for certain Part 1.3 purposes, 181.3(4), 181.5(6) 

Release or surrender, defined, 248(9) 

Relevant authority, see also Competent authority 

¢ defined, Reg: 1404(2) [to be repealed], 1408(1) 

Relevant contribution (re eligible funeral arrangement) 

¢ defined, 148.1(1) 

Relevant limit (re debt forgiveness rules, partnerships) 

e defined, 80(15)(b) 

¢ limitation on deduction to partner, 80(15)(a) 

Relevant loss balance (for debt forgiveness rules) 

¢ application of, 80(3), (4) 

¢ defined, 80(1) 

Relevant period 

¢ defined, 104(5.7) 

¢ for deferred income plans, foreign property, Reg. 
5000(7) 

¢ for trust deemed disposition rules, defined, 104(5.7) 

Relevant tax factor (for FAPI) 

¢ defined, 95(1) 

Religious order, members’ charitable gifts, 110(2) 

Religious organization, see Communal organizations; 

Registered charity 

Relocation counselling, see Counselling services 

Remainder interest, disposition of, see Life estate in real 

property 

Remission orders 

¢ text of, reproduced after the Income Tax Regulations 

Remittance of taxes withheld . 

¢ deemed remitted on day received by Receiver General, 
248(7) 

* interference with, by secured creditor, 227(5.2)—G.5) 
(draft) 


e large employers must remit through financial institution, 
153(1), Reg. 110 


e source withholdings, Reg. 108 

¢ unclaimed dividends and interest, 153(4), Reg. 108(4) 
Remote work site, employment at, 6(6), see also North- 
ern Canada 

Remuneration, see also Salary 

e defined 


ee for Canadian film/video — tax 
1106(1)“‘remuneration”’ 


credit, Reg. 


ee for source withholdings, Reg. 100(1) 
¢ information returns, Reg. Part I 

¢ ranges of, Reg. Sch. I 

* total 

ee defined, Reg. 100(1) 

¢ unpaid, 78(4) 

¢ withholding of tax on, 153(1)(a) 

ee failure to remit amounts withheld, 227(9.5) 
ee¢ failure to withhold, 227(8.5) 

Renovations 

¢ disability-related 

ee deductible, 20(1)(qq) 

ee medical expense credit, 118.2(2)(1.2) 

Rent 

* accrual of, to date of death, 70(1)(a) 

¢ deduction for, 9(1) 

¢ future period, for 


ee not “outlay” or “expense” 66(15)“outlay” or 
“expense” 


¢ income 


e¢ whether specified investment business, 125(7)‘‘speci- 
fied investment business” 


¢ office, paid by employee, 8(1)()(i1) 
°° certificate of employer, 8(10) 


¢ paid on depreciable property before acquisition, deemed 
CCAM TSO:2) 


¢ paid to non-resident, 212(1)(d), 212(13) 

e* alternative tax, 216 

ee re railway rolling stock, exemption, 212(1)(d)(vii) 

* scientific research expenditures, limitations, 37(8)(d)(i) 

* treaty rules, Canada—U.S. Tax Convention Art. VI 

Rental or leasing property 

¢ defined, 127.52(3) 

* minimum tax, 127.52(1)(b), (c)(@i) 

Rental properties 

¢ capital cost 
1101(1ac)—(lae) 

ee non-arm’s length exception, Reg. 1102(20) 

e defined, Reg. 1100(14)—(14.2) 

* minimum tax, 127.52(1)(b), (c.2)(ii), 127.52(3)“rental or 
leasing property” 

Renunciation, see Flow-through shares 


allowance, Reg. 1100(11)-(14.2), 


Reorganization, see also Amalgamation; Rollover; Wind- 

ing-up 

* butterfly, 55(3)(b) 

¢ causing security of deferred income plan to become for- 
eign property, 206(3.1) 

* corporate, generally, 84-88 

¢ divisive (butterfly), 55(3)(b) 

¢ effect on stock options, 7(1.4), (1.5) 

¢ mutual fund corporation or trust, 132.2 

¢ of business, payment to shareholder deemed dividend, 
84(2), (6) 

¢ of capital, exchange of shares, 86(1); ITAR 26(27) 

¢ property acquired in course of 

¢* capital cost allowance, Reg. 1100(2.2) 

* treaty protection, Canada—U.S. Tax Convention Art. 
XII1:8 

Repaid amount (tax shelter investment) 

¢ defined, 143.2(10) 

Repair 

* automobile, see Automobile: operating costs 


2805 


Index 


Repayment, see also Reimbursement 

* amount previously included in income, 20(1)(m.2) 

* application to other taxes, 164(2) 

* employment insurance benefits, 60(n), (v.1) 

* government assistance, see Assistance/government as- 
sistance: repayment of 

* inducements, 20(1)(hh) 

* overpayment of interest, by taxpayer, 164(3.1) 

deduction for, 20(1)(I1) 

* pension benefits, 604.03), (j.04) 

* policy loan, 60(s) 

* shareholder’s loan, 20(1)(j) 

* tax, see Refund 

* unemployment insurance benefits, 60(n), (v.1) 


Replacement cost of property 

* value of inventory, 10(4) 

Replacement obligation 

* corporation in financial difficulty, exemption from non- 
resident withholding tax, 212(3) 

Replacement property, see also Exchanges of property 

* defined 

*¢ for capital property, 44(5) 

*¢ for depreciable capital property, 13(4), (4.1) 

°° for eligible capital property, 14(6), (7) 

¢¢ for Home Buyers’ Plan, 146.01(1) 

Reported reserve (of insurer) 

° defined, Reg. 1404(2) [to be repealed], 1408(1) 

Reporting entity 

* foreign affiliate reporting 

ee defined, 233.4(1) 

¢¢ obligation to file, 233.4(4) 

* foreign property reporting 

ee ‘defined,’233/3(1) 

e'*. ‘obligation 1o' files 233/33) 


Reporting person 

* defined, for qualified investment and foreign property, 
Reg. 221(1) 

Reporting requirements, see Information return 

Repossession of property 

e effect on creditor, 79.1 

** capital gains reserve, 79.1(3) 

** deemed cost of seized property, 79.1(6) 

** in same taxation year as sale, 79.1(5) 

** inventory reserve, 79.1(4) 

¢ effect on debtor, 79 

Representation allowances, not income, 6(1)(b)(iii), (iv) 

Representation expenses 

* deductible, 20(1)(cc) 

* deemed deducted as depreciation, 13(12) 

* election to defer, 20(9), Reg. 4100 

Representative of deceased taxpayer, see Legal represen- 

tative of deceased taxpayer 

Requirement, see Demand; Garnishment for taxes unpaid 

Rescheduling of debt, expenses deductible, 20(1)(e)(ii.2), 

20(1)(e.1) (iii) 

Research and development, see Scientific research and 

experimental development 

Research grant 

* receipt of, income, 56(1)(o) 

* refund of, 56(1)(p) 


* repayment of, deductible, 60(q) 

Research property 

¢ defined, 37.1(5) 

* disposed of : 

*¢ associated corporation, to, 37.1(4) 

*¢ inclusion in income, 37.1(3) 

Reserve 

* allowed, 20(1)(1)—(o) 

* amalgamation, on, 87(2)(g), (i), (j) 

* amount not due until later year, 20(1)(n) 

¢¢ no deduction in certain circumstances, 20(8) 
* business income, 1995 stub period, 34.2(4) 

* capital gain, 40(1)(a)(iii), 40(2)(a) 

*¢ on exchange of property, 44(1)(e)(iii) 

* ¢ where property repossessed by creditor, 79.1(3) 
* contingent account, limitation on deductibility, 18(1)(e) 
* credit unions, Reg. Part VI 

* debt forgiveness, 61.2—61.4 

¢ defined 

*e for capital gains, 40(1)(a)(iii) 

¢¢ for large corporations tax, 181(1) 


*¢ for registered labour-sponsored venture capital cor- 
porations, 204.8 


° disallowed, 18(1)(e), 20(7) 

¢ doubtful debts, 12(1)(d), 20(1)() 

* exchange of property, 44(1)(e)(iii) 

* foreign exchange restriction, 91(2), (3) 

* goods not delivered, 12(1)(e), 20(1)(m) 

* guarantees etc., for, 12(1)(d.1) 

* imputed to spouse on death of taxpayer, 72(2) 
* insurance agent or broker, 32 


* insurer, see Insurance corporation: unpaid claims re- 
serve adjustment 


* inventory, 20(1)(n) 

°° where property repossessed by creditor, 79.1(4) 

* life insurer’s, 138(3) 

¢ limitation on deductibility, 18(1)(e) 

* manufacturer’s warranty, 20(1)(1), (m), (m.1), (n), (o) 


* maximum cumulative, of credit union, 137(6)“maxi- 
mum cumulative reserve” 


* negative, of insurer, 20(1)(e.1), 20(22), Reg. 1400(2) 

* net, of financial institution [pre-1993], 12.3, 20(26) 

¢ not deductible, 18(1)(e), 20(7) 

* quadrennial survey, 12(1)(h), 20(1)(o), Reg. 3600 

* reported (insurer), Reg. 1404(2) [to be repealed], 
1408(1) _ 

* services not rendered, 12(1)(e), 20(1)(m) 

* transportation tickets, 20(6) 

* undelivered food or drink, 20(6) 

* unearned commissions, 32 

* unpaid claims, see Insurance corporation: unpaid claims 
reserve adjustment 

° unpaid insurance policy claims 

ee limitation, 18(1)(e.1) 

* unrealized receivables, 20(1)(n) 

* year of death, not deductible for, 72(1) 

Reserve amount 

* re resource property, defined, 66(15) 

Reservoir 

* substances injected into, deduction for, 20(1)(mm) 


Residence, principal, see Principal residence 
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Resident of Canada 

e absent from Canada 

ee child care, moving, and attendant expenses, 64.1 

* becoming, see Becoming resident in Canada 

* ceasing to be, see Ceasing to be resident in Canada __., 
* corporate emigration, 219.1 | 
* corporation, 250(4) 

* corporation deemed not, 250(5) 

¢ deemed, 250 

ee for capital gains exemption, 110.6(5) 

°° — tuition credit, 118.5(2) a 

¢ defined, 250 oN 

*e¢ offshore trust, 94(1)(c)(i) — 


* entitled to U.S. treaty benefits, Canada—U.S. Tax Con- 
vention Art. XXIX A:2 


* extended meaning of, 250(1), (2) 

¢ former, deemed’ employed in Canada, 115(2)(c) 

* income earned in a province, Reg. 2601 

«liability for tax, 2(1) 

* mining reclamation trust, 250(7) 

* ordinarily, meaning of, 250(3) © 

° part-year, see Part-year resident 

° Bee ieee Income Tax Conventions Interpretation Act 


* regulations re, 214(13) 

¢ short-term, 128.1(4)(b)(v) 

* treaty purposes, Canada—U.S. Tax Convention Art. IV 
Residential property 

e defined, for minimum tax purposes, 127.52(3) 

¢ partnership investing in 

°° capital cost allowance limitation, 12725262) 
Residual balance (upon debt forgiveness) 

¢ defined, 80(14) 

e included into income, 80(13) 

Residual portion (on disposition of specified debt obli- 


gation), see also Current amount (on disposition of speci- 
fied debt obligation) 


¢ application of, 142.4(4) 

° defined, 142.4(8) 

Resource 

¢ defined, Reg. 1206(1) 

¢ mineral, see Mineral resource 

Resource activity 

* defined, for resource allowance claims, Reg. 1206(1) 
Resource allowance, 20(1)(v.1), Reg. 1210, see also De- 
pletion allowances 

e additional, Reg. 1210 

* amalgamation, Reg. 1214 | ) 

e deduction for, 20(1)(v.1), 20(15), 65, Reg. Part XII 

e definitions, Reg. 1206 

¢ earned depletion base, Reg..1205 

¢ not claimed at partnership level, 96(1)(d) 

¢ partner, of, Reg. 1210(3) 

¢ resource profits, defined, Reg. 1204 

Resource expenses, see also Canadian development ex- 
pense; Canadian exploration expense; Canadian oil and gas 
property expense 

e amounts recovered included in income, 59 

e Canadian development expenses, 66.2 

¢ Canadian exploration and development expenses, 66(1) 
¢ Canadian exploration expenses, 66.1 

¢ Canadian oil and gas property expenses, 66.4 


¢ change of control, rules, 66.7(10), (11), 
¢ cumulative offset account, 66.5 


¢ flow-through shares, 66(12.6)-(12.74), see also Flow- 
through shares . 


¢ flow-through to shareholder, 66(12,6), (12.62), (12.64) 
¢ foreign exploration and development expenses, 66(4) 
* joint exploration corporation, 66(10)—(10.4) 

¢ limited partner, at-risk rules, 66.8 

* partnership, of, 96(1)(d) 

¢ reduction of, on debt forgiveness, 80(8) 

° successor rules, 66.7 

e “warehousing” prohibited, 66(19) 

Resource income : Pot 

¢ manufacturing profits, Reg. 5203 


Resource loss 
¢ prescribed, Reg. 1210.1 
ee income inclusion, 12(1)(z.5) 
Resource profits 
e defined, Reg. 1204(1.1), 5202 
Resource property 
Canadian, see Canadian resource property 
carved-out income, see Carved-out income 
deceased taxpayer’s, 70(5.2) 
disposition 
* consideration for, on amalgamation, 87(2)(p) 
* involuntary, 59.1 
e — reserve for uncollected amount 
ee income in later year, 59(2) 
foreign, see also Foreign resource property 
¢ — proceeds of disposition, 59(1) 
partnership, of, 96(1)(d) 
rules for trusts, 104(5.2) 
timber, see Timber resource property 
trust, see Resource property trust 
Resource property trust 
¢ defined, Reg. 5000(7) 
¢ information return where interest claimed to be qualified 
investment, Reg. 221 
Respiratory aids 
¢ medical expense, Reg. 5700(c), (c.1), (c.2) 
Respite care, see Attendant 
Restricted. farm loss 
¢ addition to adjusted cost base of land, 53(1)(1) 
amalgamation, on, 87(2.1) 
carryover of, 111(1)(c) 
deduction by partner where partnership disposes of land, 


¢ defined, 31(1), (1.1), 1119), 248() 

¢ determination of, by Minister, 152(1.1), (1.2), (1.3) 
¢ limitation on deductibility, 31(1), 111(3) 

* partnership, from, 96(1) 

e reassessment, 152(6)(c) 

e reduction of, on debt forgiveness, 80(3)(c) 


Restricted financial institution, see also Financial 

institution 

¢ defined, 248(1) 

¢ dividends received on term preferred shares, 112(2.1) 

¢ receiving dividends on taxable RFI shares 

¢* where shares acquired under securities lending ar- 

rangement, 260(9) 

¢ software development by, no R&D credits, 248(1)‘‘sci- 

entific research and experimental development’ (b)(i) 


2807 


Index 


Restricted financial institution (RFI) shares, taxable 

* tax on dividends received by restricted financial institu- 
tion, 187.3 

*¢ information return, 187.5 

*¢ partnership, 187.4 

Restructuring of debt, 

20(1)(e)(i1.2), 20(1)(e. 1)(4i1) 

Retention of books and records, 230(4), (4.1) 

Retirement compensation arrangement 

* administration of, corporation exempt, 149(1)(o.1)(i)(B) 

* amount paid in respect of 

e¢¢ withholding of tax, 153(1)(p)-(1) 

¢ amount payable under trust, not income, 12(1)(m)(ii) 


expenses deductible, 


* amounts received under, includable in income, 
12(1)(n.3) 

* amounts transferred under, deduction from income, 
60.1) 


¢ benefits under 

¢¢ deduction from income re, 60(t) 

*¢  includable in income, 56(1)(x), (z) 

*¢ not includable in employee’s income, 6(1)(a)(ii) 
*¢ received by another 

BE joint and several liability for tax on, 160.3 

* creation of trust, 207.6(1) 

¢ deduction for contributions to, 20(1)(r) 

*¢ by employee, 8(1)(m.2) 

°¢ by employer, 18(1)(0.2), 20(1)(r) 

* defined, 248(1), Reg. 6802 

* disposition of interest in 

*¢ amount included in income, 56(1)(y) 

¢¢ deduction from income re, 60(u) 

¢ disposition of property by trust, 56(11) 

¢ distribution by trust, 107.2 

* employee benefit plan becoming 

¢¢ deemed contribution, 207.6(4) 

° failure to withhold amounts in respect of, 227(8.2) 
* foreign plan, see Foreign plan (pension plan) 


* incorporated employee carrying on personal services 
business, 207.6(3) 


* life insurance policies, 207.6(2) 
* money borrowed to make employee contributions 
°° limitation on interest deductibility, 18(11)(e) 


* non-resident compensation plan not retirement compen- 
sation arrangement 


** exception re “resident’s arrangement”, 207.6(5) 

* payment of tax, 207.7(3) 

* portion of benefits taxable, 56(1)(a)(i) 

* prescribed plan or arrangement, 207.6(6), Reg. 6802 

* purchase price of interest in, paid by non-resident, 
212(1)(j) 

¢ refund of tax, 207.7(2) 

¢ refundable tax, 207.5—207.7 

ee defined, 207.5(1) 

°° . election t€¢: 207 5(2) 

* resident’s arrangement, .207.6(5) 

* resident’s contribution, defined, 207.6(5.1) 

* severability of plan, 56(10) 

* subject property 

ee defined, 207:5(1) 

* tax payable, 207.7(1) 

* transfer to another RCA, 207.6(7) 

° trust 

** corporation administering, exempt, 149(1)(0.1)(i)(B) 


ee creation of, 207.6(1) 

ee defined, 207.5(1) 

*¢ exempt from tax, 149(1)(q.1) 

¢ withholding tax, 153(1)(p)—-(r), Reg. 103(7) 
Retirement counselling, see Counselling services 
Retirement income, defined, 146(1) 

Retirement income fund, see also Registered retirement 
income fund 

* registration of, 146.3(2) 

*¢ appeal from refusal, 172(3)(g), 180 

*¢ deemed refusal by Minister, 172(4)(f) 

¢¢ revocation of, 146.3(11)—(13) 

* services relating to, non-deductible, 18(1)(u) 


Retirement payment 

¢ election to average, ITAR 40 

¢ single, from deferred profit sharing plan, 147(10.1), 
(10.2), Reg. 1503 

Retirement savings plan, see also Registered retirement 

savings plan 

* appeal from refusal to register, 172(3)(b), 180 

¢ deemed registered, when, 204.2(3) 

¢ defined, 146(1) 

¢ foreign, see Foreign retirement arrangement 

* registration of, 146(2), (3) 

e¢* deemed refusal by Minister, 172(4)(b) 

* services relating to, non-deductible, 18(1)(u) 


Retiring allowance 

¢ defined, 248(1) 

* income, 56(1)(a)(ii) 

* legal costs of collecting or establishing right to 

*¢ deduction for, 60(0.1) 

¢* income when recovered, 56(1)(1.1) 

* paid to non-resident, 212(1)Gg.1) 

*¢e election to file return, 217 

* repayment of, deductible, 60(n)(i.1) 

* transferred to RRSP or RPP, 60(j.1) 

* unpaid, 78(4) 

¢ withholding tax, 153(1)(c), Reg. 103(4), (6)(e) 
Retroactive effect 

* of amendments to pre-RSC Sth Supp. Act, ITAR 79 
¢ of interest, to date of effect of amendment, 221.1 

¢ of regulations, to date of public announcement, 221(2) 


Retrospection, ITAR 17(4) 


Return of income 

¢ defined, for OAS clawback, 180.2(1) 
Returns, see also Information return 

* alternative to withholding tax, 216(1), 217 
¢ amended, 152(6) 

¢ bankrupt individual, 128(2)(e), (f) 

* carved-out income, tax on, 209(3) 

* corporation, 150(1)(a) 

¢ death of beneficiary, 104(23)(d) 

¢ death of partner or proprietor, 150(4) 
* deceased taxpayer, 150(1)(b), (e) 

* deferred income plans 

*¢  over-contributions, 204.3 

** property acquired by, 207 

** property held by, 207.2 

¢ demand for, by Minister, 150(2) 

* designated persons, 150(1)(e) 

¢ due date, 150(1) 
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Returns (cont'd) 


e e e e e e e 


e e e @ e e e e e e e e e e e e e 


electronic filing of, 150.1 

employee’s declaration, 227(2) 
when to be filed, Reg. 107 
where not filed, 227(3) 

estates, 150(1)(c) 

estimate of surtax, 180.1 

estimate of tax, 151 

extension of time for filing, 220(3) 

failure to file, penalty — 
demand by Minister, 150(2) 
penalty, 162(1) 

° repeated, 162(2) 

° trustees etc., 162(3) 

false 
penalty for, 163(2) 
“understatement of income”, 163(2.1) 

films, Reg. 225 

guardian, etc., 150(1)(d), (e) 

home insulation program, Reg. 224 

incomplete, penalty, 162(5) 

individual, 150(1)(d), (e) 
in bankruptcy, 128(2)(e) 

information, see Information return 

late filing, penalty, 162(1) 

Minister not bound by, 152(7) 

non-profit organization, 149(12) 

omission in, penalty, 163(2) 

Part I, 150 

Part I.1, 180.1(3) 

Part 1.2, 180.2(5)(a) 

Part 1.3, 181.6 

Part II, 183(1) 

Part,JI.1, 183)2 

Part IV, 187(1) 

Part TV..1,.187,5 

Part V, 188(1)(b), 189(6) 

Part VI, 190.2 

Part VI.1, 191.4 

Part VII, 193(1) 

Part VIII, 195(1) 

Part IX, 196(2) 

Part X, 202(1) 

Part X.1, 204.3 

Part X.2, 204.7 

Part X.3, 204.86 

Part X.4, 204.92 

Part XI, 207 

Part XI.1, 207.2 

Part XI.2, 207.4 

Part X1.3, 207.7(3)(a) 

Part XII, 208(2) 

Part XII.1, 209(3) 

Part XII.2, 210.2(5) 

Part XII.3, 211.2 

Part XII.4, 211.6(3) 

Part XII.5, 211.8(2) 

Part XII.6, 211.91(2)(a) 

Part XIV, 219(3) 

proof of, 244(17)-(19) 

public authorities (Part XI.2), 207.4 

refundable Part VII tax, 193(1) 


Index 


* registered investment, 204.7 

¢ repeated failures to reportan amount of income, penalty 
for, 163(1) 

¢ required of employee, 227(2) 

ee where not filed, 227(3) 

¢ separate 

e* amounts receivable on death, 70(2) 

¢*¢ bankrupt individual, 128(2)(e), (f) 

ee death of beneficiary, 104(23)(d) 

ee deductions in computing taxable income, 114.2 

¢ minimum tax carryover not applicable, 120.2(4) 

** minimum tax not applicable, 127.55 

ee tax credits, 118.93 

* tax-exempt persons (Part XII), 208(2) 


* tax on foreign property of certain trusts and corpora- 
tions, 207 


¢ trustees etc., 150(3) 

ee failure to file, penalty for, 162(3) 

¢¢ in bankruptcy, 128(2)(e) 

¢ trusts, 150(1)(c) 

¢ understatement of income, 163(2.1) 

Revenue Canada, see also Communication of informa- 
tion; Minister (of National Revenue) 

e account numbers, see Business number 

¢ collection actions, see Collection of tax 


¢ deemed reference to Department of National Revenue, 
244(13.1) 


¢ delegation of powers to officials of, 220(2.01) 

¢ employees of, 220(2), (2.01) 

¢ fairness package, see “Fairness package” (1991) 

* operations of, 220(1) ' 

¢ procedures not followed, assessment still valid, 166 

¢ refund payable by, see Refund 

¢ staff, discipline of, communication of information for, 
241(4)(h), 241(4.1) 

e tax withheld, held in trust for, 227(4), (4.1) 

¢ transfers between tax accounts, 221.2 

Revenue guarantee, prescribed, Reg. 7500 

Reverse attribution, 74.5(11) 

Reverse takeover, 256(7)(c) 

Reversionary trust, 75(2), (3) 

Revised Statutes of Canada, 1985 (5th Supp.) 

* amendments to previous Act, ITAR 79 

* continuity of previous versions of Act, ITAR 75,77 

¢ effective dates, ITAR 73 

Revocable trust, 75(2), (3) 

Revocation of elections, 220(3.2) 

* election to postpone 21-year rule by trust, 104(5.31) 

¢ election to trigger capital gains exemption, 110.6(25) 

Revocation of film/video production certificate, 125.4(6) 

Revocation of registration 

* amateur athletic association, 168 

¢ appeal from, 172(3), 180(1), 204.819) 

* charity, 168, 188 

¢ deferred profit sharing plan, 147(14)—(15) 

¢ education savings plan, 146.1013), (14) 

¢ labour-sponsored venture capital 
204.81(6)—(9) 

¢ national arts service organization, 149.1(6,5) 

* pension plan, 147.1(11)—(13) 

* profit sharing plan, 147(14)—(15) 


corporation, 
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Revocation of registration (cont’d) 
* retirement income fund, 146.3(11)—(13) 


* retirement savings plan, 146(12) 
Revocation tax, charities, 188 


Index 


Revoked corporation (registered labour venture . 


capital_ 

* defined (RLSVCC), 204.8, 211.7 

Revoked plan, see Deferred profit sharing plan 
Rider, added to pre-1990 life insurance policy 

* deemed to be separate life insurance policy, 12.2(10) 
Right of use or habitation (Quebec) 

¢ deemed to be trust, 248(3) 

Right to receive an amount 

* cost amount of, 248(1)“cost amount’’(e) 

Right to receive production 

* deduction of matchable expenditure prorated, 18.1(4) 
¢ defined, 18.1(1) 

* disposition of, income inclusion, 12(1)(g.1), 18.1(6) 
Rights 

* exchange of, on amalgamation, 87(4.3) 

Rights or things 

* acquired by beneficiary 

**¢ deemed cost, 69(1.1) 

¢ exclusions, 70(3.1) 

* transferred to beneficiaries, 70(3) 

¢ value of, included in income at date of death, 70(2) 


Rights to drill or explore, see Exploration and drilling 


rights 
Rights to income 
¢ transfer of, 56(4) 


River improvements 
* capital cost allowance, Reg. 1102(7) 


Road, see also Specified temporary access road 
* capital cost, 13(7.5)(b), Reg. 1102(14.3) 


Roadways 


* capital cost allowance, Reg. Sch. II:Cl. 1(g), Sch. U:Cl. 
L7, 


for mine, Reg. Sch. II:Cl. 10(1), Sch. II:Cl. 41 
Rocking bed, as medical expense, | 18.2(2)(i) 
Roller skating rink floor, Reg. Sch. II:Cl. 10(i) 
“Rolling start” rule, 13(27)(b), 13(28)(c), 13(29) 
Rollover 
* accounts receivable, 22 
* amalgamation, on, 87 
* convertible debentures, 51 
* convertible property, 51 
* corporation, to, 85(1) 
¢ — by partnership, 85(2) 
* capital property, 85(1)(c.2) 
¢ depreciable property, 85(1)(c) 
* eligible capital property, 85(1)(d) 
* farming inventory, 85(1)(c.2) 
¢ from shareholder, 85(1) 
ee eligible property, 85(1.1) 

inventory, 85(1)(c.1) 

wholly-owned corporation, 85(1)(e.2), 85(1.3) 
* cumulative eligible capital 


24(2) 
* death, on, to spouse or spouse trust, 70(6), (6.1) 


on transfer of business to spouse or corporation 


debt, in settlement of commercial debt obligation, 
80(2)(h) 
distress preferred share, converted to or from debt, 
80.02(3)-(5) 
exchange of property, 13(4), (4.1), 44 
exchange of shares, 51(1) 
exchange of shares on reorganization of capital, 86 
farm property, of, 70(9), (9.2), 73(3), (4) 
farming inventory, transfer to. corporation, 85(1)(c.2) 
insurance business, 138(11.5), (11.94) 
internal reorganization, 86 
life insurance policy to spouse 
¢ inter vivos, 148(8.1) 
¢ on death, 148(8.2) 
mark-to-market property prohibited, 85(1.1)(g)(iii) 
mutual fund trust or corporation, 132.2 
net income stabilization account/NISA Fund No. 2 
* to corporation, 85(1)(c.1), 85(1.1)G) 
* to spouse or spouse trust, 70(6.1) 
non-resident insurance business, of, 138(11.5) 
parent, to 
¢ on death of invidudual, 70(9.6) 
* on windup of corporation, 88(1) 
partnership, from 
* to new partnership, 98(1) 
* to proprietorship, 98(5) 
partnership, to, 97(2) 
reorganizations, 84-88 
replacement property, 13(4), (4.1), 44 
reserves for year of death, 72(2) 
retiring allowance, to RRSP, 60(j.1) 
rights or things transferred to beneficiary, 69(1.1) 
share for share exchange, 85.1 
shareholder, from, to corporation, 85(1) 
¢ eligible property, 85(1.1) 
spouse or spouse trust, to 
¢ death, on, 70(6), (6.1) 
¢ inter vivos, 73(1) 
¢ — life insurance policy 
inter vivos, 148(8.1) 
on death, 148(8.2) 
pay options, of, on corporate reorganization, 7(1.4), 
taxable Canadian property, 85(1)(i) 
transaction, see Rollover transaction 


transfer of insurance business by non-resident insurer, 
138(11.5) 


treaty protection, Canada—U.S. Tax Convention Art. 
XIL:8 


trust, from, to beneficiary, 107(2) 
winding-up, on, 88(1) 
winding-up of partnership, on, 98(3) 


Rollover transaction, see also Rollover 


acquisition of specified debt obligation by financial in- 
stitution, 142.6(5) 


defined, 142.6(6) 


Rowboats 


capital cost allowance, Reg. Sch. II:Cl. 7 


Royal Canadian Mint, subject to tax, 27(2), Reg. 7100 


be 
e 
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Royalties 


accrual to date of death, 70(1)(a) 
based on production or use, income, 12(1)(g) 


Index 


Royalties (cont’d) . 

* copyright, paid to non-resident, exempt, 212(1)(d)(vi) 
¢ defined, Canada—U.S. Tax Convention Art. XII:4, 6 
* income from 


** whether specified investment business, 125(7)“speci- 
fied investment business” 


* motion picture films, paid to. non-residents, 212(5) 

* paid to non-resident, 212(1)(d) 

ee oe resident, Canada—U.S. Tax Convention Art. 
* paid to trust for non-resident, exemption, 212(9)(b) 

* petroleum, natural gas, minerals 

*¢ included in income, 12(1)(0), Reg. 1211 

ee not deductible, 18(1)(m) 

ee reimbursement for, 80.2 

* production, defined, Reg. 1206(1) 

* tax re, paid to government by tax-exempt person, 208 
*¢ exception prescribed persons, Reg. 1216 

* timber, 212(1)(e) 

ee alternative tax, 216 

Runway, see Aircraft: runway 


S 


S corporation, see United States: S corporation 
SBB, see Small business bond 
SBDB, see Small business development bond 
SBITC, see Small business investment tax credit 
SDA, see Salary deferral arrangement 
SIB, see Specified investment business 
SIN, see Social insurance number 
SPTC, see Share-purchase tax credit 
SR&ED, see Scientific research and experimental 
development 
SR&ED qualified expenditure pool 
¢ defined, 127(9) 
* investment tax credit for, 127(5)(a)Q), 
127(9)“investment tax credit’(a.1), (D 
ee additional, for Canadian-controlled private. corpora- 
tion, 127(10.1)(b) 
¢ transfer to other taxpayer, 127(13)-(17) 
SRA, see Specified retirement arrangement 
SRTC, see Scientific research tax credit (expired) 
SSHRC, see Social Sciences and Humanities Research 
Council 
Sabbatical arrangement, Reg. 6801 (a) 
Safe income, 55(5)(b), (c) 
¢ effect of, 55(2) 
Safe-income determination time 
¢ defined, 55(1) 
Salary, see also Office or employment; Salary or wages 
* accrued to date of death, 70(1)(a) 
¢ defined, 248(1), Reg. 5202 
* garnishment of, see Garnishment for taxes unpaid 
¢ legal expenses of collecting or establishing right to, 
8(1)(b) 
paid by employee, to assistant or substitute, 8(1)(@)(i) 
¢ certificate of employer, 8(10) 
reimbursement of, 8(1)(n) 
tax to be withheld from, 153(1)(a) 
¢ failure to withhold, 227(8.5) 
unpaid, 78(4) 


(i1)(A), 


Salary deferral arrangement 

¢ benefit from, income, 56(1)(w) 

¢ deduction to employer, 20(1)(00), (pp) 

ee limitation, 18(1)(0.1) 

¢ defined, 248(1) 

¢ forfeited amounts 

ee deductible from income, 8(1)(o) 

ee  includable in employer’s income, 12(1)(n.2) 

¢ inclusion in income from employment, 6(1)(a)(v), 
6(1)G), 6(11), (12), (14) 

*¢ exception for non-residents, 6(13) 

Salary deferral leave plan, Reg. 6801(b), Reg. 8508 

Salary or wages 

¢ defined, 248(1) 

ee re Canadian film/video tax credit, 125.4(1) 

Sale 

* accounts receivable, 22 

¢ bond, by conversion, 51.1, 77 


* business, of , see also Ceasing to carry on business; 
Rollover 


ee taxation year-end, 25(1) 

e¢ to corporation for shares, 85(1) 

ee to partnership, 97(2) 

*¢ to spouse or controlled corporation, 24(2) 


¢ depreciable property, see Capital cost allowance: recap- 
ture; Depreciable property 

° eae included in proceeds of disposition, 20(5), 

¢ shares, not at arm’s length, 84.1 

¢¢ by non-residents, 212.1 

Sales tax, federal, see Federal sales tax credit 

Salesperson 

¢ automobile 

ee reasonable standby charge for use of, 6(2.1) 

¢ automobile or aircraft 

ee capital cost allowance, 8(11) 

deemed, 13(11) 

ee costs, deduction, 8(1)G), 8(9) 

* expenses, deduction, 8(1)(f) 

e* certificate of employer, 8(10) 

ee limitation, 8(4) 

Sand, 248(1)“mineral”’ 

e tar, see Tar sands, defined; Tar sands ore 

Saskatchewan, see also Province 

¢ northern, see Northern Canada 

¢ Pension Plan, see Provincial pension plan, prescribed 

¢ tax rates, see introductory pages 

Savings and credit unions, 137 

Scale, metric, for retail use 

¢ capital cost allowance, Reg. Sch. II:Cl. 10(p) 

Scholarship 

* receipt of, income, 56(1)(n) 

¢ refund of, 56(1)(p) 

* repayment of, deductible, 60(q) 

School 

e attendance at, child care deduction, see Secondary 
school 

School board 

¢ allowance from, exempt, 81(3) 


School fees, see Tuition fees 
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School trustee 
* expense allowance exempt, 81(3) 
Schooling allowance, provincial tax reduction, |20(2) 
Scientific research and experimental development 
* assistance, see Assistance/government assistance 
¢ available-for-use rules, 37(1.2), 248(19) 
* buildings 
** do not qualify as R&D expenditure, 37(8)(d)(i), Reg. 
2900(11) 
¢ debt forgiveness, effect of, 37(1)(f.1) 
¢ deduction for, 37 
** amount included in income, 12(1)(v) 
* defined, 37(8), (13), 248(1), Reg. 2900(1) 
* election to use proxy amount for 
37(8)(a)(ii)(B), 37(9), Reg. 2900(4) 
* expenditure pool, see SR&ED qualified expenditure 
pool 
* expenditures, Reg. 2900(2)—(4) 
** change of control, 37(1)(h) 
eee computation, 37(6.1) 
ee deduction for, 37(1), (2) 
** election for alternative calculation, 37(8)(a)(ii)(B), 
37(9) 
ee excluded, 37(8)(d) 
** on amalgamation, 87(2)(1)—(1.2) 
* financial institution, by, 248(1)‘scientific research and 
experimental development” 
* investment tax credit, 127(9)“qualified expenditure” 
127(11.1) 
refundable, 127.1 
* linked work, 37(13), Reg. 2900(1)(d) 
* overhead expenses, election for prescribed proxy 
amount 
** calculation of prescribed proxy amount, Reg. 
2900(4)—(10) 
** exclusion of proxy amount from expenditure pool, 
37(8)(a)(i)(B) 
ee filing of election, 37(9) 
** investment tax credit, 127(9)“qualified expenditure” 
* partnership, of 
** no carryforward, 96(1)(e.1) 
*¢ no losses for passive partners, 96(1)(g) 


* pilot plants, qualify for investment tax credits, Reg. 
2900(11)(c), (d) 

* prescribed form required, 37(11) 

* proxy amount, prescribed, Reg. 2900(4) 

reduction in, 127(11.1)(f) [repealed], 127(18) 

* qualified expenditure 

defined, 127(9) 

*¢ prescribed, Reg. 2901, Reg. 2902 

subsidiary’s, on winding-up, 88(1.4) 

* related corporations, of, 37(1.1) 

* rent for buildings, does not qualify as R&D expenditure, 
37(8)(d)(ii) 

* software development by financial institution excluded, 
248(1)“scientific research and. experimental 
development” 

* sole-purpose R&D performer, Reg. 2902(a) (closing 
words) 

* specified employee, paid to, 37(9.1)-(9.5) 

* third party payment, 37(1)(a)(i.1), (ii), (iii) 

** exclusion from prepaid expense rules, 18(9)(d)(i) 

Scientific research and experimental development fi- 


overhead, 


nancing contract 

¢ defined, 194(6), 248(1) 

Scientific research corporation (non-profit) 

¢ annual information return, 149(7) 

* exemption for, 149(1)(j), 149(2) 

*¢ rules as to control, 149(8) 

ee rules as to income, 149(9) 

Scientific research tax credit (expired), 127.3 

¢ information returns, Reg. 226 

e refundable tax re, 194, 195 

* unused 

** capital loss, 39(8) 

ee defined, 127.3(2)“unused scientific research and ex- 
perimental development tax credit” 

*¢ overpayment of tax as consequence of, 164(5), (5.1) 

* when deemed paid, 161(10) 

Scott case (1975) overruled, 64.1 

Scow, capital cost allowance, Reg. Sch. If:Cl. 7 

Screenwriter (for Canadian film/video tax credit) 

* principal, defined, Reg. 1106(5)(a) 

Sculptor, see Artist 

Sculpture, 

property 

¢ Canadian, CCA claims allowed, Reg. 1102(1)(e) 

Search warrant 

* compliance required, 231.5(2) 

e issue of, 231.3(1)-(4) 

Second affiliate, see Foreign affiliate: second affiliate 

Second-term shared-use-equipment, for R&D invest- 

ment tax credit 

¢ defined, 127(9) 


Secondary recovery method, defined, Reg. 1206(1) 


Secondary school 

* attendance at, child care deduction, 63(2)(b)(iii), 
63(2.2)(a) 

Secrecy provision, 241 

Secretary, see Officer: corporation, of 

Secured creditor 

¢ defined, 224(1.3) 

* garnishment of property of, 224(1.2) 

* interference with taxpayer’s remittances, 227(5.2)-(5.5) 
(draft) 

* withholding tax, liability for, 227(5), (5.1)(h) 

Securities 

* amalgamation, acquired in, 87(2)(e.2) 

¢ Canadian, see Canadian securities 

¢ dealer, trader or agent,.. see also Broker; Registered se- 
curities dealer 

ee fees of, deduction for, 20(1)(e), (bb) 

*¢ ineligible for Canadian securities election, 39(5)(a) 

** return re securities lending arrangements and non-re- 

sidents, 212(18) 
** tax re interest paid under securities lending arrange- 
ments to non-residents, 212(19) 

¢ fair market value, ITAR 26(11) 

* lending arrangements, see 
arrangements 

* prescribed, Reg. 6200 

* publicly-traded, Reg. 4400 

**  \V-day values, Reg. Sch. VII 

¢ received for income debt, 76 


see also Cultural property; Listed personal 


Securities lending 
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Securities (cont'd) 

* small business, Reg. 5100(2) 

* transactions 

*¢ information returns, Reg. 230 

* used or held in insurance or moneylending business 

** “eligible property” for transfer to POR eras by 

shareholder, 85(1.1)(g) 

Securities lending arrangements, 260, see also’ Dividend 

rental arrangement 

* amount received deemed to be a dividend, 260(4)-(7) * 

¢ deemed dividend, 260(5) 

*¢ dividend refund, 260(7) 

*¢ no deduction for, 260(6) 

* deemed not disposition, 260(2) 

¢ defined, 260(1) 

* disposition of right under, 260(3), (4) 

¢ lender non-resident, effect, 260(8) 

* non-resident withholding tax 

¢* amounts deemed to be interest, 260(8) 

** exemption, 212(1)(b)(xii) 

** special tax on securities dealers, 212(19) 

return required, 212(18) 

¢ qualified security, defined, 260(1) 

* restricted financial institution receiving dividend on 
shares acquired under, 260(9) 

Security, qualified, defined, 260(1) 

Security for tax, 220(4)-(4.4) | 

¢ defined, Interpretation Act 35(1) 

¢ discharge, Reg. Part XXII 

¢ taxpayer becoming non-resident, 159(4) 

Security interest 

¢ defined, for garnishment rules, 22401. 3) 

Seeing Eye dog, see Guide dog expenses 

Segregated fund (of life insurer) 

¢ defined, 138:1(1), Reg. 1408(1) 

e related,.see Related segregated fund: trust 

e rules re, 138.1 

¢ trusts, 138.1 

e* election, Reg. 6100 

e* interest in, adjusted cost base, 53(1)d 

Segregated fund policy 

¢ defined, 138.1(1)(a) 

Seismic testing 

¢ off-the-shelf data, 
66(12.66)(b.1) 

Seizure 

¢ chattels, of 225 

¢« documents, of, 231.3(5)-(8) 

¢« compliance required, 231.5(2), 232(15) 

** copiesy 23150) 

¢« where privilege claimed, 232(3), (4)-(7) 

* property, for non-payment of debt : 

e«¢ effect on creditor, 79.1 

deemed cost of property, 79.1(6) 

no deduction for principal portion of bad. debt, 

79.1(8) 

ee effect on debtor, 79 

Self-contained domestic establishment, defined, 248(1) 

Self-employed person 

¢ Canada Pension Plan contributions, credit, 118.7B(c) 

* home office expenses, conditions for deductibility, 


), 53(2)(q) 


no renunciation of cost of, 


18(12) 
Selling cost, see Adjusted sides cost (re investment tax 
credits) 
Separate classes for capital cost allowance, Reg. 1101 
* “automobile costing over $24,000, Reg. 1101(laf) 


* building or MURB costing over $50,000, Reg. 
1101(lac), (lad), (5b) 

¢ Canadian film or video production, Reg. 1101(5k.1) 

* certified productions, Reg. 1101(5k) 

* computer equipment and software, Reg. 1101(Sp), 
1103(2g) 

¢ deemed depreciable property, 13(5.2)(c), 13(21.2)(e) Gi); 
Reg. 1101(5g) 

¢ different businesses, properties for, Reg. 1101(1) 

¢ different mines, properties for, Reg. 1101(4a)—-(4d) 

* excavating or moving equipment, Reg. 1101(51l) ~ 

* exempt properties, Reg. 1101(50) 

¢ fax machine, Reg. 1101(5p), 1103(2g) 

¢ industrial mineral mines, Reg. 1101(4) 

¢ leasehold interest in real property, Reg. 1101(5h) 

¢ leasing properties, Reg. 1101(Sc), (Sn) 


¢ life insurance and other insurance business, Reg. 
1101(1a) 

* outdoor advertising sign, Reg. 1101¢5)) 

¢ partnership and non-partnership property, Reg. 


1101(lab) 
¢ photocopier, Reg. 1101(S5p), 1103(2g) 
* pipeline costing over $10,000,000, Reg. 1101(51), (5j) 
¢ railway assets, Reg. 1101(5d), (Se) 
« rental and non-rental property, Reg. 1101(lae) 
* scientific research expenditures, 37(6) 
¢ software, Reg. 1101(5p), 1103(2g) 
¢ . telecommunication spacecraft, Reg. 1101(5a) 
¢ telephone equipment, Reg. 1101(5p), 1103(2g) 
¢ timber limits and cutting rights, Reg. 1101(3) 
e vessels, Reg. 1101(2), (2a), (2b) 
e* conversion cost, 13(14), (17) 
Separate school board 
¢ allowance from, exempt, 81(3) 
Separation agreement 
¢ defined, 248(1) 
* payments under 
e¢ deductible by payor, 60(b), (c) 
e« taxable to recipient, 56(1)(b), (c) 
Series 
¢ of shares, 248(6) 
¢ of transactions, 248(10) 
Servant 
¢ defined, 248(1)“employment” 
Service 
¢ proof of, 244(5), (6) 
Service cost, see Adjusted service cost (re investment tax 
credits) 
Service pension 
* exemption, 81(1)(d) 
¢ other country, from, 81(1)(e) 
Services 
¢ defined, for FAPI, 95(3) 
* not rendered, reserve for, 20(1)(m), 20(24), (25) 
* provision of, along with property disposed of 
ee allocation rule, 68 
¢ rendered, amounts receivable for, 12(1)(b), 12(2) 
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Services (cont’d) 

* to be rendered 

amount received for, income, 12(1)(a)(i), 12(2) 
repayment of, deductible, 20(1)(m.2) 

consideration for, not “outlay” or “expense”, 

66(15)“outlay” or “expense” 

Set-off 

¢ debt owing by Crown, against taxes owing, 224.1 

communication of information to facilitate, 

241(4)(d)(xiii) 

¢ refund of tax, against other debt owing to Crown, 164(2) 

Part X refunds, 203 


“Settled”? (debt) 

¢ deemed, 80.01 

¢ defined, 80(2)(a) 

for distress preferred shares, 80.02(2)(c), 80.02(7)(a) 
Settlement, structured, see Structured settlement 


Settlement of debt, see also Debt forgiveness 
¢ deemed, 80.01 
on amalgamation, 80.01(3) 
on debt becoming statute-barred, 80.01(9) 
on debt parking, 80.01(6)-(8) 
on share ceasing to be distress preferred share, 
80.02(7) 
on winding-up, 80.01(4) 
* distress preferred share, on winding-up, 80.01(5) 
¢ effect of, 80(3)-(13) 
¢ foreign affiliate’s gain or loss on, 95(2)(i) 
* simultaneous, 80(2)(i) 
* subsequent payment following deemed settlement, 
80.01(10) 
Settlor (of trust), see also Designated contributor (in re- 
spect of a trust) 
* defined, 108(1) 
Severance pay, see Retiring allowance 
Share 
* acquired before 1976 
cost base, deductions from, 53(2)(e) 
* acquisition of 
by corporation, deemed dividend, 84(3), (6) 
deemed, 256(8) 
* “actual cost’, ITAR 26(15)-(17) 
* agreement to issue, to employees, 7(1) 
* average annual rate of return, capital gains deduction, 
110.6(9) 
¢ bankrupt corporation, of 
* deemed disposition of, 50(1) 
block of, defined, Reg. 4803(1)- 
* bought back by corporation 


** amount paid for unpaid dividends deemed dividend 
substitute, 183.1(4) 


calculation of consideration for 
* — scientific research tax credit, 127.3(10) 
*¢  share-purchase tax credit, 127.2(11) 
* cancellation, deemed dividend, 84(3), (6) 
* capital property, deemed, 39(4) 
* capital stock of family farm corporation, of, 110.6(1) 
* class of, series of, 248(6) 
* common, defined, 248(1) 
¢ for mutual fund rollover rules, 132.2(2) 
controlled corporation, of 
¢ disposition of, 40(2)(h) 
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convertible, exchanged for other shares, 51; ITAR 
26(24) 
cost base of 
¢ additions to, 53(1)(b)—-(d), (f.1) 
e deductions from, 53(2)(a) 
¢ deemed dividend added to, 53(1)(b) 
deductions from paid-up capital, 66.3(2) 
deemed benefit from 
¢ cost base, addition to, 53(1)(j) 
deemed disposition of, to corporation, 84(9) 
deemed interest on, 258(5) 
deemed receipt of, on merger, 87(1.1) 
defined, 248(1) 
disposition of 
* capital gain or loss, 40(1) 
¢ deemed, on death, 70(5) 
¢ order of, for employee stock option benefit, 7(1.3) 
¢ subsequent to debt forgiveness, deemed capital gain, 
80.03(2), (4) 
¢ where dividend previously paid, stop-loss rules, 
112(3) 
distribution of, by corporation, 84(5) 
“equity” defined, 204 
exchanged for shares, 85.1; ITAR 26(26) 
¢ amalgamation, on, 87(4.1), (4.2) 
* computation of paid-up capital, 85.1(2.1) 
* reorganization of capital, 86(1); ITAR 26(27) 
© = Tules./CL etka) 
“excluded” defined, 204 
expense of issuing, 20(1)(e) 
exploration and development, 66.3(1) 
fair market value, ITAR 26(11.1), (11.2) 
first registered holder of 
e deduction from cost, 127.3(6) 
¢ deemed cost of acquisition, 127.2(8) 
¢ election re scientific research tax credit, 127.3(9) 
¢ election re share-purchase tax credit, 127.2(10) 
flow-through, 66(12.6)—-(12.75), Reg. 6202.1 
foreign affiliate, of, see also Foreign affiliate 
grandfathered 
¢ defined, 248(1) 
guaranteed, see Guaranteed share 
held by trustee for employee, 7(2) 


Bhi in single payment under DPSP, 147(10.1), 
¢ deduction re amount, 110(1)(d.3) 
¢ disposal of, 147(10.4), (10.5) 
interest paid on money borrowed to purchase, 20(1)(c), 
20(1)(qq) 
issued in exchange for property, rollover, 85(1) 
issued in settlement of debt, 80(2)(g), (g.1) 
issued to avoid tax, by foreign affiliates, 95(6)(b) 
loan to shareholder/employee to purchase, 15(2)(a)(iil), 
15(2.4)(c) 
loss,on; 1123), G.),43.2), 14.3) 
mark-to-market rules, see Mark-to-market property 


mutual fund corporation, of, received on amalgamation, 
ITAR 65(5) 


non-arm’s length sale of, 84.1 
¢ by non-resident, 212.1 
non-capital property of partnership 
¢ loss on, 112(4.2) 


“non-participating, defined, 204“non-participating 
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Share (cont’d) 
share” 
* non-resident corporation, of 
°°. cost base, deductions from, 53(2)(b) 
not capital property 
¢ fair market value of, 112(4.1) 
¢ loss on, 112(4) 
obligation to acquire, effect of, 192(7) 
* paid-up capital in respect of class of, 84.2 
* paid-up capital value, defined, 204 
* predecessor corporation, on amalgamation, 87(4) 


¢ preferred, see also Preferred share; Term preferred 
share . 


¢¢ deemed interest on, 258(3) 
ee defined, 248(1) 

* prescribed, Reg. 6201-6207 
¢¢ flow-through, Reg. 6202.1 
° publicly-traded, Reg. 4400 

ee  \V-day value, Reg. Sch. VII 
¢ purchase of 


¢ through series of transactions/events 
Ce tax on distribution of corporate surplus, 183.1(4) 
¢ trustee, by, for employees of corporation, 7(6) 
qualified small business corporation . 
capital gains deduction, 110.6(2. 1) 
defined, 110.6(1) 
related person, 110.6(14) 
rules re, 110.6(14) 
received on amalgamation, ITAR 26(21) 
¢ redemption, deemed dividend, 84(3), (6) 
e registered charities, held by, 189(3)—(5) 
¢ right to acquire 
e shares deemed owned, where, 95(6)(a) 
sale of 
e non-arm’s length, 84.1 
short-term preferred, defined, 248(1) 
specified shareholder’ s 
¢ adjusted cost base, 53(1)(d.3) 
e subsidiary, of 
e * 1.,cost of, 32@/) 
¢ tax-deferred preferred, amalgamation where, 83(7) 
e taxable preferred, see Taxable preferred share 
¢ term preferred, see Term preferred share 
¢ where deemed capital property, 54.2 
Share for share exchange, 85.1 
“Share of the..capital stock of a family farm 
corporation” 
¢ defined, 70(10) 
Share options 
¢ employee, 7 
e* where person ceases to be employee, 7(4) 
Share-purchase tax credit, 127.2 [expired] 
¢ deemed cost of acquisition of share, 127.2(8) 
¢ defined, 127.2(6) 
¢ election re 
ee tax on excess, 193(7.1) 
¢ information returns, Reg. 227 


unused 

¢ capital loss, 39(7) 

e defined, 127.2(6) 

* overpayment of tax as consequence of, 164(5), (5.1) 


Share transfer fees, deduction, 20(1)(g) 


Sharecropping arrangement 
e rents received under, 119(7) 


Shared-use-equipment 
¢ defined, 127(9) 
Shareholder 
appropriation of property to, 15(1), 69(4), (5), 84(2) 
automobile available to, 15(5), (7) 
benefit from corporation, 15(1), (7), (9) 
¢ GST portion, 15(1-4) 
e — loan forgiven, 15(1:2) 
deemed disposition of share to corporation, 84(9) 
¢ defined, 248(1) — 
¢ exchange of shares in course of reorganization, 86(1) 
* guarantee by | . 
e¢ interest on money borrowed for payment under, 
20(3.1) 
¢ issue of stock rights to, 15(1)(c) 
e loan by, to corporation 
ee interest deductible, 20(3.1) 


¢ loan to, by corporation, see Loan: shareholder, to, by 
corporation 


* » non-resident 

ee interest paid to, not deductible, 18(4)—(6) 

eee exception, 18(8) 

¢ persons connected with, 15(2.1), 80. 48). 

* prospective «« 

ee benefit conferred on,.by sh Raticd 15(1) 

e share for share exchange, 85.1 

¢ specified 

ee adjusted cost base of share, 53(1)(d.3) 

ee defined, 248(1) 

* transfer of property by, to corporation, 85(1), (1.1) 

Shareholder corporation 

e “agreed portion” in respect of, 66(15) 

¢ defined, 66(15) 

¢ election by joint exploration corporation to renounce ex- 
penses to, 66(10)-(10.3) 

* payment made to joint exploration corporation 

¢¢ reduction in adjusted cost base of property received 

as consideration, 53(2)(f) 

Sheep 

¢ basic herd maintained since 1971, deduction, 29 

* breeding, 80.3(1)“breeding animals” 


Sheitel, see Wig, medical expense 
Shelf, continental, see Continental shelf 
Shellfish, see Ammonite gemstone 


Ship, see also Vessel 
* non-resident’s income from, exempt, 81(1)(c) 


* operators, taxable income earned in a province, Reg. 
410 


* treaty provisions, Canada-US. Tax Convention Art. 
VIII: 1-3, Art. XV:3, XXIIL(3) 


e used in international traffic, see International traffic 


Shipping, see International shipping 

Shoes/boots 

* orthopaedic etc., medical expense, Reg. 5700(e) 
Short-form amalgamation, 87(1.1), (2.11) 
Short-remitting of UI premiums, 126.1(12) 


Short sale 


¢ dividend paid on borrowed securities not deductible, 
260 


2815 


Index 


Short taxation year 

* prorating of base level deduction, 18(2.5)(b) 

* prorating of capital cost allowance, Reg. 1100(3) 

* prorating of deduction for injection substances, 
20(1)(mm)(iii) 

* prorating of farmer’s animal valuation rules, 28(1.3) 

* prorating of financial institutions capital tax, 190.1(2) 

* prorating of ITC expenditure limit, 127(10.6)(b), (c) 

* prorating of large corporations tax, 181.1(2) 

* prorating of Part VI.1 tax dividend allowance, 
191.1(6)(a) 

* prorating of resource deductions, 66(13.1) 

* prorating of small business deduction, 125(5)(b) 


* prorating of tax on investment income of life insurer, 
211.1(4) 


ee instalments, 211.3(2)A(b) 

Short-term preferred share 

¢ defined, 248(1) 

Shower 

* mechanical aid for getting into and out of, medical ex- 
pense, Reg. 5700(g) 

Shutdown of business, see Ceasing to carry on business; 

Winding-up 

Sickness and accident insurance 

¢ benefits taxable, 6(1)(f); ITAR 19 

* employer’s contribution not a taxable benefit, 6(1)(a)(i) 

Sidewalks, capital cost allowance, Reg. Sch. II:Cl. 1(g) 

¢ for mines, Reg. Sch. II:Cl. 10(1) 

Sight impairment 

* devices to assist person with, business expense, 20(1)(rr) 

Signalling device 

¢ visual or vibratory, for person with hearing impairment, 
Reg. 5700(q.1) 

Significant interest 

¢ debt settlement rules 

ee defined, 80.01(2)(b) 

e financial institutions 

e.0, +, GeLined, 142.2(2)0 (3) 


¢¢ financial institution holding, excluded from mark-to- 
market rules, 142.2(1)“mark-to-market property’”(d) 


¢ foreign property rules 

e¢ ~ defined, 206(1) 

Significant part of exempt capital gain attributable to 

unpaid dividends, 1 10.6(8) 

Significant reduction in capital gain resulting from divi- 

dend, 55(2) 

Signing bonus 

* non-resident, 115(2)(c.1), 115(2)(e)(v), 153(1)(0) 

* resident, 6(3) 

¢ withholding of tax at 
100(1)“remuneration”’(m) 


Signs, outdoor advertising, see Outdoor advertising 
structures 


Silden case confirmed, 15(2.4)(e) 
Silica, included in definition of ‘mineral’, 248(1) 


Simultaneous 

* dividends, designation of order, 89(3), 133(7.2) 

* settlement of debt obligations, designation of order, 
80(2)(1) 

Singer 

* deduction from employment income, 8(1)(q) 


source, Reg. 


Single amount 

e defined, for RPPs, 147.1(1) 

Single purpose corporation 

¢ whether use of corporate property taxable to share- 
holder, 15(1) 

Single status, credit for, 118(1)B(c) 

Sister 

* deemed not related on butterfly transaction, 55(5)(e) 

¢ dependent, 118(6)(b) | 

¢ includes sister-in-law or in common-law, 252(2)(c) 

Site, investigation of, 20(1)(dd) 

Skytrain trusts 

¢ anti-avoidance rule, 106, 108(1)‘income interest” 

Sleighs 

* capital cost allowance, Reg. Sch. II:€l. 10(d) 

Small business, investment in, by deferred income 

plans, Reg. 4900(6), Part LI 

Small business bond, 15.2 

e defined, 15.2(3), 248(1) 

¢ eligible issuer, 15.2(3) 

¢ interest on 

ee paid, no deduction for, 15.2(2)(a) 

** received, deemed to be a dividend, 15.2(1) 

* maximum amount $500,000, 15.2(3)“qualifying debt 
obligation’(a), 15.2(7) 

* minimum amount $10,000, 15.2(3)“qualifying debt 
obligation’’(a) 

* money borrowed to acquire, interest deductible, 15.2(4) 

* partnership, issued by, 15.2(6), (7) 

¢ penalty for false declaration, 15.2(5) 

¢ qualifying debt obligation, 15.2(3) 

Small business corporation 

* attribution rules inapplicable, 74.4(2)(c) 

¢ business investment loss on share or debt of, 39(1)(c) 

¢ defined, 248(1) 

* eligible for small business development bond, 
15.1(3)“eligible small business corporation’’(a) 

¢ qualified, share of 

ee capital gains deduction, 110.6(2.1) 

ee defined, 110.6(1) 

Small business deduction, 125 

* associated corporations, 125(3)-(5) 

¢ “business limit’, 125(2) 

¢¢ special rules for, 125(5) 

* corporation deemed member of partnership, 125(6.1) 

¢ credit union, 137(3), (4) 

¢ definitions, 125(7) 

* large corporation, restricted, 125(5.1) 

multiple access, provisions preventing, 125(6)-(6.3) 

partnership, see Partnership 

rules for business limit, 125(5) 

two taxation years ending in year, 125(5) 

Small business development bond, 15.1 

* communal organization, issuance by, 143(1)(k) 

* defined, 15.1(3)small business development bond’ (c), 
248(1) 

¢ eligible small business corporation, 15.1(3) 

¢ interest on 

** paid, no deduction for, 15.1(2)(a) 

*¢ received, deemed to be a dividend, 15.1(1) 

* maximum amount $500,000, 15.1(3)“qualifying debt 
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Small business development bond (cont'd) 
obligation’ (a), 15.1(7) 

* minimum amount $10,000, 15. 1(3)"qualifying. debt 
obligation’’(a) 


* money borrowed to acquire, interest: deductible, 15.1(4) 

* penalty for false declaration, 15.1(5) 

* qualifying debt obligation, 15.1(3) 

Small Business Financing program, 15.1, 15.2 

Small business investment amount, defined, 206(1) 

Small business investment corporation 

° defined, Reg. 5101(1) 

* exemption from tax, 149(1)(0.3) 

* included in “small business property”, 206(1)“small 
business property”(b) 

¢ qualifies as RRSP or RRIF investment, Reg. 4900(6)(a) 

Small business investment limited partnership 

¢ defined, Reg. 5102 

¢ eligible for RRSP or RRIF investment, Reg. 4900(6)(b) 


Small business investment tax credit 

¢ calculation of, 127(9) “qualified small-business prop- 
erty” [repealed], 127(9)“specified percentage” (i) 

¢ included in investment tax credit, 127(9)“investment tax 
credit’ (a)(i) 

e not refundable, 127.1(2)“refundable investment tax 
credit’’(d)(1) 

¢ who can earn, 127(9)“eligible taxpayer” 

Small business investment trust 

¢ defined, Reg. 5103 

¢ eligible for RRSP or RRIF investment, Reg. 4900(6)(c) 

¢ information return where interest claimed to be qualified 
investment, Reg. 221 

Small business property, Reg. Part LI 

¢ defined, 206(1) 

Small business security 

e defined, Reg. 5100(2) 

* included in “small business property”, 206(1)“small 
business property’’(a) 

Small manufacturers’ rule, Reg. 5201 


Social assistance payment 

¢ deduction from taxable income, 110(1)(M(ii) 

¢ foster child, for, exempt, 81(1)(h) 

* inclusion in income, 56(1)(r), (u) 

¢ information return, Reg. 233 

* supplementing employment income, 56(1)(r) 

ee eligible for child-care deduction, 63(3)“earned 
income’’(b) 

Social benefits repayment, 180.2 


Social club 

¢ dues not deductible, 18(1)() 

* exemption for, 149(1)(), 149(2) 

ee deemed a trust, 149(5) 

Social insurance number 

¢ application for, 237(1), Reg. 3800 

¢ failure to provide, penalty, 162(5)(b), 162(6) 

¢ information return requiring 

ee reasonable effort to obtain, 237(2)(a) 

* registration of RRIF under, 146.3(1)“registered retire- 
ment income fund” 

* requirement to provide, 237(1) 

*¢ attendant care receipts, 64(a)A(i), 118.2(2)(b.1)(iv), 

118.2(2)(c)(iii) 
e* child care receipts, 63(1) 


¢¢ farm support payment slips, for, Reg. 236 

*¢ partnership information return, Reg. 229(1)(b) 
*e tax shelter investor, 237.1(7)(a) 

* use or communication of prohibited, 237(2)(b) 
e* offence of, fine or imprisonment, 239(2.3) 


Social Sciences and Humanities Research Council 

* payments to, as R&D expenditures, 37(1)(a)(i)(E), 
37(7)“approved” 

* research grants, taxable, 56(1)(0) 

Social security legislation 

¢ pension plan under, excluded from RCA, Reg. 6802(g) 


Social security taxes 

¢ paid to U.S., Canada—U.S. Tax Convention Art. 
XXIV:2(a)(il) 

Société internationale de 

aéronautiques 

¢ employment income of non-Canadians, deduction for, 
1100,)dv) 

Societies 

¢ exemption for, 149(1)(), 149(2) 

ee deemed a trust, 149(5) 

Soft costs 

* construction, 18(3.1)—(3.7), 20(29) 

Software 

¢ capital cost allowance 

*¢ applications, Reg. Sch. I:Cl. 12(0) 

¢¢ “computer software” defined, Reg. 1104(2) 


ee systems, Reg. Sch. If:Cl. 10(6), Sch. I:Cl. 29, Sch. 
II:Cl. 40 


defined, Reg. 1104(2) 
separate class, Reg. 1101(5p) 


° development by financial institution, no R&D credits, 
248(1)’ scientific research and experimental 
development” 


¢ non- resident withholding tax, 212(1)(d) 


° royalties paid to U.S. resident, Canada—U.S. Tax Con- 
vention Art. XII:3(b) 


¢ tax shelters, 237.1 

Sojourning in Canada 

¢ 183 days, deemed resident, 250(1)(a) 

Solar heating equipment 

* capital cost allowance, Reg. Sch. II:Cl. 34 

Sole proprietorship, see Proprietorship 

Sole-purpose R&D performer 

¢ ITCs allowed for administrative costs, Reg. 2902(a) 
[closing words, repealed] 

Solicitor-client privilege 

* Melence, 2.92( 2) 

¢ definitions, 232(1) 

e¢ meaning, 232(1) 

¢ rules governing, 232 

¢ waiver of, 232(14) 

Solway case overruled, 244(13.1) [repealed] 

Son-in-law, as child of the taxpayer, 252(1)(c) 

Source(s) 

* business or property, income or loss, 9-37 

* capital gains and losses, 38—55 

¢ deductions applicable to, 4(2), (3) 

* employment income, 5-8 

¢ income from, 4(1) 

¢ other sources of income, 56-59.1 


télécommunications 
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Source(s) (cont'd) 

¢ withholding of tax at, 153(1) 

*¢ non-residents, 215 

Source withholding, see Withholding tax 


Spacecraft, telecommunication 

* capital cost allowance, Reg. Sch. T:Cl. 10(f.2), Sch. 
I:Cl. 30 

Speaking aid, as medical expense, | 18.2(2)(1) 

Special-purpose building, defined, Reg. 2903 

Special refundable tax 

e under Part IID of former Act, ITAR 67 

Special work site, employment at, 6(6) 

Specified active business 

¢ defined, 204.8 

*¢ for foreign property rules, 206(1) 

¢¢ for labour-sponsored venture capital corporations, 

204.8 

Specified amount 

¢ defined 

*¢ re disposition of resource properties, 66.7(12.1) 

ee re flow-through share renunciations, 66(20) 

*¢ re seizure of property by creditor, 79(1), 79.1(1) 

Specified animal 

¢ valuation of, 28(1.2) 


Specified beneficiary 

* re foreign reporting requirements 

°° defined, 233.2(1) 

* re principal residence 

ee defined, , 54“principal residence’’(c.1)(ii) 
Specified Canadian entity 

«-Fdefimed. 255-545 

* reporting re distribution from foreign trust, 233.5(1) 
* reporting re foreign property, 233.3(3) 
Specified class 

° defined 

*¢  associated-corporation rules, 256(1.1) 
*¢ capital gains strips, 55(1) 

* effect on corporations being associated, 256(1), (1.6) 
¢ redemption of, 55(1)“permitted redemption” 


Specified cooperative corporation 

¢ defined, Reg. 4901(2) 

Specified cost 

° debt forgiveness rules 

*¢ application of, 79.1(6), (7) 

ee defined, 80.01(1) 

* seizure of property by creditor _ 

*¢ cost of seized property includes, 79.1(6) 
ee defined, 79.1(1) 

Specified debt obligation, see also Lending asset; Mark- 
to-market property 

* accrued return from, Reg. 9102(1), (3) 

* amalgamation of holder, 87(2)(e.3) 

* amortization date, Reg. 9200(2) 

* cost amount of, 248(1)“cost amount’(d.2) 
* credit-related gains and losses, 142.4(7)B 

* defined, 142.2(1), Reg. 9100 

* disposition of, 142.4, Reg. 9200-9204 

*¢ no capital gain, 39(1)(a)(ii.2) 

** no capital loss, 39(1)(b)(ii) 

** payment received after disposition, 142.4(11) 


ry 


¢ early repayment of, 142.4(10) 

* foreign exchange adjustment, Reg. 9104 

income inclusion and deduction prescribed, 142.3(1) 
mark-to-market property, 142.5(3) 

partial disposition of, 142.4(9) 

payment received after disposition, 142.4(11) 

* prescribed obligations, Reg. 9202 

* primary currency of, defined, Reg. 9100 

* rollover of, 85(1.1)(g.1) 

* superficial loss rule not applicable, 142.6(7) 


¢ transfer of insurance business by non-resident holder, 
138(11.5)(k.1) 


¢ windup of holder into parent, 88(1)(a.3) 


Specified deposit 
¢ defined, 95(2.5) 
¢ excluded from FAPI, 95(2)(a.3) 


Specified employee 

¢ defined, 248(1) 

¢¢ of partnership, 15(2.7) 
* remuneration of 


* calculation of prescribed proxy amount for R&D in- 
vestment tax credit, Reg. 2900(7), (8) 


e¢ excluded from R&D expenditure pool, 37(8) 
ee limitation on SR&ED deduction, 37(9.1) 


Specified employer 

* overseas employment tax credit 

*¢ credit for employee, 122.3(1)(a) 

e * ws defined:¥1.22.3(2) 

¢ UI premium tax credit 

ee defined, 126.1(5) 

Specified energy property 

¢ defined, Reg. 1100(25), (27)-(29) 

¢ limitation on capital cost allowance, Reg. 1100(24) 

* separate class, Reg. 1101(5m) 

Specified expense (re flow-through shares) 

¢ defined, 66(12.6), (12.601) 

Specified foreign property 

¢ defined, 233.3(1) 

° over $100, 000, reporting requirement, 233.3(1)“report- 
ing entity” 

Specified foreign trust 

¢ defined, 233.2(1) 

* reporting requirement re, 233.2(4) 

Specified future tax consequence 

¢ defined, 248(1) 

* ignored for 
157(1)(b)G)(D) 

* ignored for instalment threshold 

** cooperative or credit union, 157(2)(c), (d) 

** corporation, 157(2.1)(a), 161(4.1)(a) 

«farmers and fishermen, 161(4)(a) 

¢¢ individuals, 156.1(1.1), (1.2), 161(4.01)(a) 

* ignored for investment tax credit of small corporation, 
127(10.2)A 

¢ ignored for penalties, 162(11) 

* ignored for refundable investment tax 
127.1(2)“qualifying corporation” 

Specified gift 

* registered charity, of 

ee defined, 149.1(1) 


¢* excluded from charitable expenditures and qualified 
gifts, 149.1(1.1) 


balance-due day of corporation, 


credit, 
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Specified individual 

¢ defined, 204.8 ipa 

* ownership and transfer of labour-sponsored venture cap- 
ital corporation shares, 204.81(1)(c)(v)—(vii) 

Specified investment business, 

business 

* defined, 125(7), 248(1) 


* excluded from active business income, 125(7)“active 
business” 


* included in base for dividend refund; 129(4)*income”(a) 

* included in property income, ara aggregate. invest- 
ment income”’(c) 

Specified leasing property 

* acquire in the year, Reg. 1100(2)(a)(v) 

addition or alteration to, Reg. 1100(1.19) 

* amount deductible in respect of, Reg. 1100(1.1) 

¢ defined, Reg. 1100(1.11) 

* separate class; Reg..1101(5n) 

Specified member (of partnership), 

partner 

° anti-avoidance. rule ' 

e¢ re alternative minimum: tax, 127.52(2.1) 

** re negative ACB triggering gain; 40(3.131) 


+ «CNIL of, 110.6(1)“investment expense” “investment 
income” 


¢ deemed capital gain on negative adjusted cost base, 
40(3.1)(a) 

¢ defined, 248(1), (28) 

e FAPI rules, 95(1)“investment business” 

¢ investment tax credit of, 127(8)(b) 

¢ minimum tax; 127.52(1)(c.1) ° 

¢ R&D losses of, no deduction, 96(1)(g) 

* real property of (capital gains 
110.6(1)“non-qualifying real property” 

¢ where interest in partnership loaned or transferred, 
96(1.8) 

Specified multi-employer. plan,., see ae Registered pen- 

sion plan 

Specified net royalty 

¢ defined, Reg. 1206(1) 

Specified non-resident shareholder 

¢ defined, 18(5) 

¢ loans by, thin capitalization rules, 18(4)—(6) 

Specified obligation (re debt forgiveness siete 

¢ defined, 80.01(6) 

e parking of, deemed settled, 80.01(7); (8) 

Specified partnership income 


° defined, 125(6), (6.2), at NOE htc toe partnership 
income” 


e small business deduction for, 125(1)(a)(ii) 


Specified partnership loss 

¢ defined, 125(7) 

¢ reduces small business deduction, 125(1)(a)(iv) 

Specified percentage 

¢ Canadian oil and gas exploration expense, re, Reg. 
1206(1) 

¢ credit for northern residents 

ee : plication in calculation of credit, 110. 7(1)(a), 

)(ii) 

ee defined, 110.7(2) 

¢ defined, 59(3.4)“stated percentage” 

* interest and property taxes on vacant land 

ee defined, 18(2) (application: for. 1988-92). only), 


see also Investment 


see also: Limited 


exemption), 


183.4) 
¢ investment tax credit, 127(9) 


¢¢ application: in, calculation of credit, 127(9)* invest- 
ment tax credit”(a), (e.1) 


e+ — defined, 127(9)“specified percentage” 

¢ labour-sponsored venture capital corporation 

ee defined, Reg. 6706(1) 

¢ life insurer, inclusion in income for land/building 

¢* application in calculation of prescribed amount, Reg. 
2410(1): (opening words) 

ee defined, Reg. 2410(2) 

* manufacturing and processing credit — resource income 

¢¢ application in calculation of credit, Reg: 5203(3)(d) 

ee defined, Reg. 5202 

e reserve for 1995. stub period 

ee defined, 34.2(1) 

* resource and processing allowances 

e¢ © application in calculation of earned depletion base; 
Reg. 1205(1)(a)(v), (vi)(A),. 12051) Q) av) 

ee defined, Reg. 1206(1) 

Specified person 

¢ defined | 

ee for attribution rules, 74.5(8) 


ee for dispositions below fair market value, 69(12) (to 
be repealed) 


ee for windup of corporation, 88(1)(c.2) 

¢ defined, re source withholdings, 227(5.1) 

¢ to benefit from subsequent disposition of property 

*¢ anti-avoidance rule, 69(11) 

+88 application on winding-up, 88(1) 

Specified personal corporation, defined, ITAR 57(11) 

Specified predecessor, defined, 59(3.4) 

Specified property 

¢ adjustment to adjusted cost base, 53(2)(g.1), 53(4)-(6) 

e defined, 54 

¢ gain on disposition of, 80.03 

¢ option in respect of, when exercised, 49(3.01) 

Specified proportion 

¢ defined, 206(1) 

Specified retirement arrangement 

¢ defined, Reg. 8308.3(1) 

¢ PSPA. of, Reg. 8308.3(4) 

ee information return, Reg. 8402(3) 

¢ pension credit under, Reg. 8308.3(2), (3) 

Specified right, defined, ITAR 21(3)“specified right” 

Specified royalty 

¢ defined, Reg. 1206(1) 

Specified shareholder 

e. defined, 18(5),-18(5.1),..55(3.2)(4)., 88(1)(c.2) (m1), 
248(1) 


* interest on debt relating to the acquisition of land, 
18(3)“interest on debt relating to the acquisition of 
land’”’(b) 


¢ non-resident, loans by, thin capitalization rules, 18(4) 

¢ soft costs relating to construction, 18(3.1)(b), 18(3.2)(b) 
Specified stage (of production from Canadian resource 
property) 

¢ defined, 208(1.1) 

Specified temporary access road 

¢ defined, Reg. 1104(2) 
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Speech synthesizer 

* medical expense, Reg. 5700(p) 

Spinal brace, as medical expense, 1 18.2(2)(1) 

Sporting event, see also Amateur athlete trust; Athlete 

¢ ineligible for Canadian film/video credit, Reg. 
1106(1)“excluded production”(b) 

Spousal equivalent credit, 118(1)B(b) 

Spousal support, see Support payments (spousal or child) 

Spousal trust, see also Trust (or estate): spouse 

¢ pre-1972 

*« deemed disposition by, 104(4)(a.1) 

ee defined, 108(1) 

Spouse 

* alimony, see Support payments (spousal or child) 

* common-law deemed spouse, 252(4) 

e death 


¢¢ claim under provincial family law deemed to be 
transfer on death, 248(23.1) 


¢ rollover of property, 70(6) 

¢ deemed benefits under plans, 146(8.91) 

¢ defined, 252(3), (4) 

*¢ re prescribed annuity contracts, Reg. 304(4) 

¢ dividends received by, election re, 82(3) 

¢ divorce, see Divorce and separation 

¢ former 

ee defined, 252(3) 

ee transfer of property to, 73(1) 

* government annuity, deductible portion, 58(5) 

* income from property transferred to 

e¢ joint liability for tax, 160(1)-(3) 

* income splitting through RRSP transfers, 146(8.3), 
146.3(5.1)-(5.5) 

* joint and several liability for tax, 160 

¢ living apart 

e¢ commutation of RRSP, 146(8.3) 

*¢ property transferred 

eee liability for tax on income or gain from, 160(4) 

ee transfer to, 74.5(3) 

¢ loans to, 74.1(1) 

ee for value, 74.5 

¢ gain or loss, 74.2 

* repayment of, 74.1(3) 

* maintenance, see Support payments (spousal or child) 

* marriage breakdown, see Divorce and separation 

¢ notch provision, 117(7), 118.2(1)D 

* pension payments to widow(er) of contributor, 57(5) 

* principal residence transferred to, 40(4) 


* private health services plan premiums, medical ex- 
penses, 118.2(2)(q) 


* property acquired from deceased taxpayer, 70(6) 

* property in trust for, deemed disposition by trust, 
104(4)(a) 

e¢ deemed proceeds and cost, 104(5) 

* property transferred between 

ee« valuation rules, 73 

** where transferee non-resident, Part XIII tax not exi- 

gible, 212(12) 

* registered retirement savings plan for 

** amount of premiums deductible, 146(5.1) 

** meaning, 146(1)“spousal plan” 


** premiums not subject to income attribution rules, 
74.5(12) 


ee transfers to 


eoe from RPP or DPSP, 60(.2) 

eee income splitting via, 146(8.3), 146.3(5.1)-(5.5) 

eee marriage breakdown, on, 146(16), 146.3(5.1), 
147.3(5) 

¢ reserves allowed to, for year of taxpayer’s death, 72(2) 

¢ rollover of property 

ee death, on, 70(6) 

e* generally, 70(6) 

ee inter vivos, 73(1) 

e¢ reserves for year of death, 72(2) 


* separation, see Divorce and separation 

* support of 

¢« when living together, 118(1)B(a) 

e¢« when separated or divorced, see Support payments 
(spousal or child) 

* surviving 

ee as RRIF annuitant, 146.3(1)“annuitant’’(b) 

ee death benefit paid to, 248(1)“death benefit” 

¢ transfer of business to, 24(2) 

¢ transfer of property to, 74(1) [Repealed], 74.1(1) 

ee for fair market value, 74.5 

ee gain or loss, 74.2, 74.5 

ee RRSP on marriage breakdown, 146(16)(b) 

ee repayment of, 74.1(3) 

ee special rules, 160(4) 

ee valuation rules, 73 

¢ trust for, see Trust (or estate): spouse 

¢ unused credits transferred to, 118.8 


St. Lawrence Seaway Authority, subject to tax, 27(2), 
Reg. 7100 


Stabilization account, see Net income stabilization 
account 

Stable equipment 

* capital cost allowance for, Reg. Sch. II:Cl. 10(c) 
Stairs, power-operated climbing chair for, medical ex- 
pense, Reg. 5700(f) 

Standby charge 

¢ automobile, 6(1)(e) 

ee car salesman/lessor, reasonable amount, 6(2.1) 

ee operating costs, optional one-half, 6(1)(k)(iv) 

¢¢ partner or employee of partner, 12(1)(y) 

ee reasonable amount, 6(2) 

ee shareholder, 15(5) 

¢ available money, for 

ee non-resident tax, 214(15) 

Stated percentage 

¢ variation of, 59(3.5) 

Statute-barred debt, deemed settled, 80.01(9) 

* subsequent payment of debt, 80.01(10) 

Statute-barred reassessments, 152(3.1), (4) 

Statutory exemptions, 81(1)(a) 

Stay of appeal during action to prosecute, 239(4) 
Steam 

° pooeenns equipment, capital cost allowance, Reg. Sch. 


* processing of, investment tax credit, 127(9)“qualified 
property’’(c.1) 

Stepchild, dependent, | 18(6)(a) 

Stock, capital, see Capital stock; Share 

Stock dividend, see Dividend: stock 
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Stock exchanges 

° prescribed 

ee in Canada, Reg. 3200 

** outside Canada, Hy 3201 

Stock options 

* benefit from, 7(1) . 

°° addition to. adjusted cost base uf share, 53(1)GQ) 

¢ death of ene oth 7(1)(e), 164(6.1) ists 

* employees, to, 7,'110(1)(d), (d.1) 

¢ excluded from deouscn disposition 

** on becoming non-resident, 128. 1(4)(b)(vi) 

*¢ on becoming resident, 128.1(1)(b)(v) 

* prescribed shares, Reg. 6204 

¢ return of employee shares by trustee, 8(12) 

* stock split or consolidation, effect of, 110(1. 5) 

Stock purchase loans 

* employee, to, 15(2)(a)(ili), 15(214)(c) 

Stock rights 

¢ issued to shareholder, 15(1\(c) 

Stock savings plan, prescribed 

¢ shares of 

*¢ capital loss from disposition of, 40(2)(i) 

*¢ prescribed assistance, deduction from ‘cost base; 
53(2)(K)G\(C) 

Stock split 

* effect on stock option, rules, 110(1.5) 

Stone quarry 

¢ defined, Reg. 1104(8) 

Stop-loss rules 

* ceasing to be resident in Canada, 128.1(4)(f) 

* disposition by corporation of interest in trust, 107(1)(c) 

¢ disposition by. partner of interest in trust, 107(1)(d) 


¢ disposition by partner of share on which dividends paid, 
1123.1) 


¢ disposition of commercial Bbligaten in exchange for an- 
other, 40(2)(e.2) 


¢ disposition of debt owing by related person, 40(2)(e.1) 
¢ disposition of partnership interest, 100(4) 

¢ disposition of property to affiliated person, 40(3.3), (3.4) 
e disposition of property to controlled corporation, 85(4) 
¢ disposition of property to controller, 40(2)(e) 

¢ disposition of property to partnership, 97(3) 

¢ disposition of share held as inventory, 112(4)—(4.3) 


¢ disposition of share in prescribed venture capital corpo- 
ration or LSVCC, 40(2)(i) 


¢ disposition of share of controlled corporation, 40(2)(h) 
¢ disposition of share of corporation. to itself, 40(3.6) 

¢ disposition of share of foreign affiliate, 93(2); (4) 

¢ disposition of share on which dividend paid, 112(3) 

¢ disposition of share received on reorganization, 112(7) 
e exchanged shares, 112(7) 

¢ mark-to-market property, 112(5.5), (5.6) 

* reverse takeover, 256(7)(c) 

¢ shares held by financial institution, 112(5.2) 
Stopping business, see Ceasing to carry on’ business; 
Winding-up . 

Storage area, capital cost allowance, Reg. Sch. II:Cl. 1(g) 
¢ for mine, Reg. Sch. II:Cl: 10(1) 

Storage cost, underground 

¢ capital cost allowance, Reg. Sch. II:Cl. 10(f. 1) Sch. 


II:Cl. 41 

Strike pay | 

* not taxed (no legislative reference), Fries case [1990] 2 
CTC 439 (SCC) 

Stripped bond 

° Be 1 coupon excluded from income when sold, 

Stripping, see Capital gains stripping; Surplus stripping 

Structured settlement 

e insurer’s reserve for, Reg: 1400(e) 

e taxation of, IT-365R2 para. 5 

Stub period (1995) 

* reserve, 34.2(4) 

Students 

* commuting to U.S 

°° tuition fees, credit, 118. 5(1)(c) 

¢ deemed resident, credit for tuition fees, 118. 32) 

e disabled, 118:6(3) 

¢ education credit, see Education credit 

¢ full-time, see Education credit 

* moving expenses, 62(2) 

* part-year resident, credit for tuition fees, 118.91 

° taxpayer SUppornes) 118.9 

* tuition fees 

ein Canada, ‘credit, 118: 5(1)(a) 

ee outside Canada, credit, 118.5(1)(b) 

¢ U.S. resident, Canada—U.S. Tax Convention Art: XX 

¢ unused credits, transfers of, 118.8, 118.9 

Stursberg case confirmed, 40(3.13) 

Subdivision of property, see Partition of property 

Subject corporation (for Part IV tax) 

e defined, 186(3) 

Subleases, see Leasing. properties 

Subsidiary, see also Parent (corporation) 

¢ controlled corporation 


ee defined, 248(1)“subsidiary 
corporation” 


¢ cost of shares. of, 52(7) 

¢ defined, 88(1), Reg. 8605(4) 

¢ foreign, see Foreign affiliate; Controlled foreign affiliate 
° 90% or more owned, winding-up of 

*e net capital losses, 88(1.2), (1.3) 

ee non-capital losses, 88(1.1) 

¢¢ parent corporation continuation of, 88(1.5) 

ee qualified expenditure, 88(1.4) 

ee rules, 88(1) 


¢ wholly-owned corporation, 
corporation 


e* amalgamation, on, 87(1.2), (1.4) 

ee defined, 248(1) 

Substantial contribution of capital to partnership 
* meaning of, 40(3.16) 

Substantial increase in indebtedness 

¢ meaning of, re partnership interest, 40(3.16) 
Substantial interest 

¢ defined, for Part VI.1 tax, 191(2), (3) 
Substitute’s salary, paid by employee 

¢ deduction, 8(1)(i)(ii) 

*¢ certificate of employer, 8(10) 


wholly-owned 


see also Control of 
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Substituted property 

¢ defined, 248(5) 

¢¢ for superficial loss definition, 54“superficial loss”(a) 
¢¢ for windup of corporation, 88(1)(c.3) 


Substitution (Quebec) 
¢ deemed to be trust, 248(3) 


Subway, capital cost allowance, Reg. Sch. II:Cl. 1G) 


Succession duties 
¢ applicable to certain property, deduction for, 60(m:1) 
* interest on, deductible, 60(d) 


Successor corporation 

¢ Canadian resource property acquired from predecessor, 
66.7(9) 

* cumulative Canadian development expense, deduction 
for, 66.7(4) 

* cumulative Canadian oil and gas property expense, de- 
duction for, 66.7(5) 


¢ defined, 59(3.4) 

* mining exploration depletion, Reg. 1203(3) 

* property acquired by, ITAR 29(25) 

* resource and processing allowances, Reg. 1202(3) 

* resource expenses, rules re, 66.7 

*¢ application of, 66.6 

e¢ exclusions from, 66.7(6) 

* resource property acquired from predecessor, 66.1(10) 

* resource property acquired from tax-exempt person, 
66.6(1), (2) 

* second 

*¢ resource and processing allowances, Reg. 1202(3) 


Successor pool (re debt forgiveness rules) 

e defined, 80(1) 

¢ use of to limit reductions of resource expenditures, 
80(8)(a) ae 

Sulphur, see also Canadian field processing 


* resource allowance, Reg. 1204(1)(b)(i), 1206(1)“re- 
source activity ’(a) 


¢ royalties from processing 

e¢ not deductible, 18(1)(m)(v)(B) 

ee taxable, 12(1)(0)(v)(B) 

¢ specified stage of production, 208(1.1)(e) 

* transporting, transmitting or processing, 
1204(3)(a), 1206(1)“resource activity”(j)()(A) 

Sunday, see Holiday 


Superannuation benefits, see also Pensio 

e defined, 248(1) 

¢ estate tax on, deduction for, 60(m) 

* succession duties on, deduction for, 60(m.1) 

* testamentary trust receiving, 104(27) 

¢ transferred to another plan, deductible, 60() 

* unpaid, 78(4) 

* used to purchase income-averaging annuity contract, de- 
ductible, 61(2)(a) 

Superficial loss, see also Pregnant loss 

¢ added to adjusted cost base of property, 53(1)(f) 

* capital loss deemed nil, 40(2)(g)(i) 

* capital property, 40(3.3)-(3.5), 54“superficial loss” 

* defined, for capital gains purposes, 54 

¢ eligible capital property, 14(12), (13) 

¢ financial institution, of, 18(13)-(15) 

** no application to specified debt obligations or mark- 

to-market property, 142.6(7) 
* insurance corporation, of, 138(5.2) 


Reg. 


* inventory held as adventure in nature of. trade, 
18(14)-(16) 

Superior court 

¢ defined, Interpretation Act 35(1) 

Supplementary depletion base 

* capital cost of bituminous sands equipment added to 

¢e¢ proceeds of later disposition, 59(3.3)(c) 

* capital cost of enhanced recovery equipment added to 

e¢ proceeds of later disposition, 59(3.3)(d) 


Supplementary unemployment benefit plans, 145 
* amounts received under, income, 56(1)(g) 

¢ benefits 

ee withholding tax, 153(1)(e) 

¢ defined, 145(1) 

¢ election to file return, 217 

¢ employer’s contribution 

ee limitation on deductibility, 18(1)@) 

¢¢ not includable in employee’s income, 6(1)(a)(i) 
¢ payments to non-resident, 212(1)(k) 

Supplies 

¢ deemed to be inventory, 10(5) 

¢ paid for and used by employee, 8(1)()(i11) 

*¢ certificate of employer, 8(10) 

¢ valuation of, 10(4) 


Support amount, see also Child support amount 

¢ defined, 56.1(4), 60.1(4) 

* payments before agreement or court order, 56.1(3), 
60.1(3) 

¢ whether deductible, 60(b), 60.1 

¢ whether taxable, 56(1)(b), 56.1 


Support payments (farm) 
¢ information slips required, Reg. 234-236 


Support payments (spousal or child) 

¢ “allowance” defined, 56(12) 

¢ child support, agreement or order after April 1997 

ee  non-deductible, 60(b), 56.1(4)“commencement day” 
ee non-taxable, 56(1)(b), 56.1(4)“ccommencement day” 
¢ deductible when paid, 60(b), (c) 


¢ enforcement of, see Family Orders and Agreements En- 
forcement Assistance Act 


* income when received, 56(1)(b), (c) 

¢ medical/educational payments, 56.1(2), 60.1(2) 

* mortgage payments, 56.1(2), 60.1(2) 

¢ no dependant credit for spouse or child when paid, 
118(5) 

¢ paid to non-resident, 212(1)(f), 217 


¢ paid to third parties for benefit of spouse or children, 
56.1, 60.1 


¢ paid to U:S. resident, Canada—U.S. Tax Convention Art. 
XVIIL:6 


¢ reimbursement of, taxable, 56(1)(c.2) 

¢ repayment of, deductible, 60(c.2) 

* retroactive deductibility/taxability, 56.1(3), 60.1(3) 

¢ taxable, 56(1)(b), (c) 

Supporting person 

¢ for child care expenses, defined, 63(3) 

¢ liability for excess child tax credit refunded, 160.1(2) 
¢ unused education credits transferred to, 118.9 
Surface construction 

¢ capital cost, 13(7.5)(b), Reg. 1102(14.3) 
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Surplus 
* contributed 


°° computation of, on transfer of insurance business; 
138(11.9) 


** converted into paid-up capital, no dividend deemed, 
84(1)(c.1)-(c.3) 

¢ distribution of, by foreign affiliate, Reg. 5901 

* stripping, see Surplus stripping 

Surplus entitlement percentage, defined, 95(1) 

Surplus stripping 

* conversion of dividend to exempt capital gain, 110.6(8) 

¢ publicly-traded corporation, by, 183.1 

* sale of shares by individual, 84.1 

* sale of shares by non-resident, 212.1 

Surrender 

* of property to creditor, see also Seizure: property 

ee defined, 79(2) 

*¢ does not constitute payment, 79(6) 

°° proceeds of disposition to debtor, 79(3) 

°° subsequent payment by debtor, 79(4) 

¢ of share, partnership interest or trust interest 

ee deemed capital gain, 80.03(2) 

ee defined, 80.03(3) 

Surtax, see also Additional tax 

* corporation, 123.2 

°° — credit against Part I.3 tax, 181.1(4)-(7) 

ee credit against Part VI tax, 190.1(3)-(6) 

oT? »reduced™ by ‘Part-'3 (betore: 1992)5°F25.3 

ee reduced by Part VI tax (before 1992), 125.2 

¢ health promotion, 182, 183 

e individual, 180.1 


Survey, quadrennial, reserve for, 12(1)(h), 20(1)(0), Reg. 
3600 


Surveying costs 

* cost base of property, addition to, 53(1)(n) 
Surviving spouse 

e .as RRIF annuitant, 146.3(1)“annuitant’’(b) 
¢ death benefit paid to, 248(1)“death benefit” 
¢ tobacco manufacturers, 182, 183 


Suspended losses, see Suspension of losses 


Suspension of losses 

¢ capital losses, 40(3.3)—(3.5) 

¢ depreciable property, 13(21.2) 

e eligible capital property, 14(12), (13) 

e inventory held as adventure in nature of trade, 
18(14)-(16) 

e share or debt owned by financial institution, 18(13), (15) 

¢ terminal losses, 13(21.2) 

Swine 

¢ basic herd maintained since 1971, deduction, 29 

Sylvite 

e drilling and exploring for, 66(2) 

¢ extraction of, 248(1)“mineral resource’’(d)(i1) 

Synagogue, see also Charity 

¢ rabbi employed by, deduction re residence, 8(1)(c) 

Syndicate 

¢ drilling and exploration expenses, ITAR 29(9), (10), 
(13) 

¢ interest in 

ee expenses of selling, 20(1)(e) 


Synthetic speech system etc. 
¢ enabling blind person to use computer 
ee medical expense, Reg. 5700(0) 


Systems software, see Software 


T 


T-4 information return 

e filing deadline (Feb. 28), Reg. 205(1) 
* requirement for, Reg. 200(1) 

TCC, see Tax Court of Canada 

TCP, see Taxable Canadian property 
TPS, see Taxable preferred share 
T-Bill, see Treasury bill 

“Tainted” spouse trust, see also Pre-1972 spousal trust 
¢ relieving rule, 70(7) 

Takeover 

* reverse, 256(7)(c) 


Talk show 


¢ ineligible for Canadian film/video credit, 
1106(1)“excluded production’’(b) 


Tank, oil or water storage 

* capital cost allowance Reg: Sch. II:Cl: 6, 8, 29, 40 
Tapestry 

¢ hand-woven, whether CCA allowed, Reg. 1102(1)(e) 


Tar sands, defined, 248(1) 


Tar sands ore 
¢ defined, Reg. 1104(2),-1206(1) 


Reg. 


¢ processing of, Reg. 1104(5)(a)(ii),,, 1104(5)(c) (iii), 
1104(6)(a)Gii),  1104(9)(f) aii), ipa 1)(b)(ii)(C), 
1204(1)(b)(@ii)(C), 04(1)(b)(iv)(C), 


1205(1)(a)av)(A)CID), 
1205(1)(b)(iii), 5201(c.3) 
ee excluded from M&P credit, 125.1(3)“manufacturing 
or processing’’(f)(iii) (draft), 125.1(3)“manufacturing 
or processing” (h) (to be repealed) 
e* investment tax credit, 
property’’(c)(vi)(C) 


13050 1)(a)Gv)(B)dID, 


127(9) ‘qualified 


Tax 

¢ abatement, see Tax abatement 

¢ addition to, for income not earned in a province, 120(1) 
¢ additional 


ee on non-Canadian corporations carrying on business 
in Canada, 219 


* agreement, see Tax treaty 

¢ application of payments under collection agreement, 228 
* assets used as security by DPSP trust, on, 198 

¢ attempt by partners to reduce or postpone, 103 

* avoidance, see Anti-avoidance rules; Tax avoidance 

¢ branch, 219 

e “business-income tax” defined, 126(7) 

* carved-out income, on, 209 

¢ collection of, see Collection of tax 


* computation of, 117(5.2), see also Computation of tax, 
Reg. Part I 


¢ corporate distributions, on, 183.1 

indirect payments, 183.1(5) 

limitation, 183.1(6) 

ee stock dividends repurchased for excessive amount, 
183.1(3) 

subsec. 110.6(8) not applicable, 183.:1(7) 

* corporations, 123—125.1 

¢ court, see Tax Court of Canada 
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Tax (cont’d) 
* credits, see Tax credits 


¢ debt to Her Majesty, 222 

¢ deduction at source 

** amount of, deemed received by payee, 153(3) 

*¢ required of payer, 153 

ee tables, Reg. Sch. I 

¢ deduction from 

** employed out of Canada, 122.3 

** re province providing schooling allowance, 120(2) 
¢ deduction of, Reg. Part I 

¢ deduction under s. 66.5, on, 196 


* deductions in computing, see Deductions in computing 
tax 


* deemed payable under amended Act, ITAR 49 


¢ deferred income plans, on, see also Deferred income 
plans 


¢ deferred profit sharing plans, on, 198-204 
** tax on non-qualified investments and assets used as 
security, 198 

* estimate to be made, 151 

* evasion, see Tax evasion, penalty for 

* excessive capital dividend or capital gains dividend 
elections, on, 184 

¢ failure to remit amounts withheld, 227(9) 

e¢ salary or wages, from, 227(9.5) 

¢ failure to withhold, 227(8) 

*¢ assessment for, 227(10) 

e¢ salary or wages, from, 227(8.5) 

¢ foreign, see Foreign taxes 


¢ foreign property acquired by pension and other pension 
and other plans, re, 205-207 


¢ forfeiture under deferred profit sharing plan, 201 

* income from Canada of non-residents, on, 212-218 

* income from property transferred at non-arm’s length, 

on, 160(1)-(3) 

¢ individuals 

surtax, 180.1 

* interest on unpaid amount, 161(1) 

* investment income of life insurers, on, 211—211.5 

¢ large corporations, see Large corporations tax (Part 1.3) 

¢ liability for, see Liability for tax 

* logging 

deduction for, 127(1), Reg. Part VII 

defined, 127(2) 

* manufacturing and processing deduction, 125.1 

* mining, deduction, 20(1)(v), Reg. 3900 

¢ “non-business-income tax” defined, 126(7) 

* non-deductible, 18(1)(t) 

* non-qualified investments of deferred profit sharing 

plan, on, 198, 19 

* non-residents, see Non-resident tax 

* otherwise payable 

deduction from, 120.1 

** defined, 120(4)“tax otherwise payable under this 
Part” 126(7)“tax for the year otherwise payable 
under this Part” 


* over-contributions to deferred income plans, on, 
204.1-204.3 


* overpayment, defined, 164(7) 
¢ Part 1.2, deduction for, 60(w) 
¢ Part II, 182(1) 
¢ Part II.1, 183.1 


¢ Part IV 

*«* reduction in, re Part [V.1 tax payable, 186(1.1) 

e Part [V.1, 187.2, 187.3 

ee¢ reduction in Part IV tax re, 186(1.1) 

¢ Part VI.1, 191-191.4 

¢ Part XIL.3 

ee deductible from income of life insurer, 138(3)(g) 

* payable 

*¢ amount deemed to be, 20(1)(1)) 

** corporations, 123 

ove non-resident, on branch profits, 219 

e¢ defined, 248(2) 

ee inter vivos trust, by, 122 

* payment of, see Payment of tax 

¢ property acquired by trusts, governed by deferred in- 
come plans, re, 205-207 

° rt are disposed of by public authorities, re, 207.3, 


* property held by trusts governed by deferred income 
plans, re, 207.1, 207.2 


¢ rates of, see Rates of tax 

¢ recovery by deduction or set-off, 224.1 

¢ refund of overpayment, see also Refund 

¢ refundable, see Refundable Part IV tax 

¢ registered charities, 188, 189 

* registered investments, re, 204.4—-204.7 

* registered securities dealers, re securities lending ar- 
rangement payments to non-residents, 212(19) 

* return, see Returns 

¢ revoked plans, on, 198 

¢ royalties paid by tax-exempt person, re, 208 

¢ security for, 220(4)-(4.4) 

¢ shelter, see Tax shelter 

¢ small business deduction, 125 

* surtax 

** corporation, 123.1 

individual, 180.1 

¢ table, use of, 117(6), Reg. Part XXV 

¢ taxable dividend received by private corporation, 186 

¢ tobacco manufacturers, 182, 183 

* tobacco manufacturing income, 182 

* unpaid, interest on, 227(9.3) 

¢ withheld at source 

e* deemed to discharge debt, 227(13) 

ee failure to remit, 227(9) 

¢ held in trust, 227(4), (4.1) 

*¢ not part of estate, 227(5) 

¢ withholding of, see Withholding tax 

Tax abatement 

* corporations, 124 

¢ individuals, Reg. 6401 

*¢ prescribed dates, Reg. 6401 

** province providing schooling allowance, 120(2) 

¢ manufacturing and processing, 125.1 

* not available to Crown corporations, 124(3) 

* small business, 125 

Tax accounts 

* transfer of instalments between, 221.2 


Tax agreement, see Tax treaty 


Tax avoidance, 245, 246, see also Anti-avoidance rules 
* arm’s length rule, 246(2) 
* corporations deemed associated, 256(2.1) 
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hing: avoidance (cont'd) 
income splitting through spousal RRSPs; 146(8.3), 
146.3(5.1)—(5.5) 


* interest-free or low-interest. loans, 56(4.1) 

* partnership, by, 103 

* penalties, see also Penalty 

¢ refundable Part VII tax, 193(7) 

e refundable Part VIII tax, 195(7) 

° share acquired to obtain dividend refund, 129(1.2) 

* trusts, allocation of income and capital to different bene- 
ficiaries, 104(7.1), (7.2) 

Tax basis 

¢ defined, 142.4(1), Reg. 9100 

*¢ variation in, for certain insurers, 138(13) 

° used as cost amount for oper. debt obligation, 
248(1)“cost amount’(d.2) 

Tax benefit, defined, 245(1) 

Tax consequences, defined, 245(1) 

Tax convention, see Tax treaty 


Tax Court of Canada 

* appeal from, to Federal Court 

*¢ transfer of documents, 176 

* appeal to, 169 

ee general procedure, 175 

¢¢ informal procedure, 170 

ee only on grounds raised in objection, 169(2.1) 

¢¢ prohibited where right waived by taxpayer, 169(2.2) 

ee time not counted, 174(5) 

¢ application for extension of time 

*e for appeal, 167 

*¢ for notice of objection, 166.2 

e disposal of appeal, 171 

e hearing officer appointed, 231.4(2)—(4) 

¢ reference to 

** common questions, 174 

¢ where no reasonable grounds for appeal, 179.1 

Tax credits 

¢ aged 65 and over, 118(2) 

* basic minimum, 127.531 

¢ CPP contributions, 118.7 

¢ charitable donations, 118.1 

©. child, 122.2 

e dependants, 118(1)B(b), (d) 

ee alimony, maintenance or support payments, effect of, 
118(5) 

e disability, 118.3 

¢ education credit, 118.6(2) 

ee¢ transfer of unused portion, 118.8, 118.9 

¢ employment insurance premiums, 118.7 

¢ equivalent-to-married status, 118(1)B(b) 

¢ foreign taxes, 126 

¢ forward averaging, 120.1 

¢ fraudulently obtained, offence, 239(1.1) 

e GST, 122.5 

* gifts, 118.1 

¢ individual, 118 

* investment, 127(5)-(17), 127.1 

¢ labour-sponsored funds, 127.4 

¢ manufacturing and processing, 125.1 

e married status, 118(1)B(a) 

¢ medical expenses, 118.2-118.4 

¢ mental or physical impairment, expenses related to, 


118.2(2)(b), (c) 
* non-resident individual, 118.94 
¢ ordering of, 118.92 
* overseas employment, 122.3 
¢ part-year resident, 118.91 
* pension income, 118(3) 
¢ personal, 118(1) 
ee limitations, 118(4) 
ee not available to trust, 122(1.1) 
¢ political contributions, 127(3)—(4.2) 
¢ scientific research, 127.3 
* separate returns, in, 118.93 
¢ share-purchase, 127.2 
e single status, 118(1)B(c) 
e¢ small business, 125 
¢ spousal, 118(1)B(a): 
¢ tuition, 118.5 
¢ unemployment insurance premium, 118.7, 126.1 
unused 
e* transfer to spouse, 118.8 
e* transfer to supporting person, 118.9 
Tax deferral, see also Rollover 
* agreement authorized by tax treaty, deemed valid, 115.1 
Tax evasion, penalty for, 163, 238, 239 
Tax-exempt person, see Exempt person 
Tax factor 
¢ relevant, defined, 95(1) 
Tax for year otherwise payable under Part I 
e defined, 126(7) 
Tax-free zone 
¢ pre-1972 capital gains, ITAR 26(3) 
Tax matters partner 
¢ to file objections to determination of partnership. in- 
come, 165(1.15) 
Tax otherwise payable 
¢ defined, 120(4), 127117) 
Tax-paid amount 
¢ defined, 146(1) 
¢ excluded from RRIF income 
ee generally, 146.3(5)(c) 
ee on death, 146.3(6.2)A(b), (c) 
e excluded from RRSP income 
ee generally, 146(1)“benefit’(c.1) 
ee on death, 146(8.9)A(b), (c) 
Tax payable 
e defined, 127—127.5, 248(2) 
¢ determination of, by Minister, 152(1.11), (1.12) 
¢ determined without reference to minimum tax, 117(1) 
“Tax payable” etc. under Part I 
* minimum tax excluded, 117(1) 


Tax return, see Returns 


Tax shelter 
* business does not entitle individual to June 15 filing 
deadline, 150(1)(d)(i)(A) 
¢ cost of, 143.2 
¢ deduction disallowed 
* where identification number not provided, 237.1(6) 
¢ — where penalty unpaid, 237.1(6.1) 
defined, 237.1(1) 
film, see Motion picture film 
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Tax shelter (cont’d) 
* fiscal period, election for non-calendar year prohibited, 
249.1(5) 
¢ identification number 
*¢ application for, by promoter, 237.1(2) 
ee display of, required, 237.1(5) (draft), Reg. 231(5) (to 
be repealed) 
** issuance of, by Minister, 237.1(3) 
*¢ penalty for false information in application, 
162(9)(a), 237.1(7.4) 
penalty for not providing, 162(9)(b) 
prerequisite for deduction, 237.1(6) 
prerequisite of sale etc., 237.1(4) 
provision of, to buyers, 237.1(5) 
information outside Canada, 143.2(13), (14) 
information returns, Reg. 231 
investment, 143.2 
¢ defined, 143.2(1)‘tax shelter investment” 
* matchable expenditure, 18.1(8) 
* reassessment, no limitation period, 143.2(15) 
minimum tax on deductions, 127.52(1)(c.3) 
Minister’s powers of investigation, 237.1(8) 
MURB, see Multiple unit residential buildings 
mutual fund limited partnership, 18.1 
prescribed benefit, Reg. 231(6), (6.1) 
promoter 
*¢ application for identification number, 237.1(2) 
ee defined, 237.1(1) 
e¢ information return, 237.1(7) 


** provision of identification number to buyers, 
259.13) 


¢ sales prohibited without identification number, 237.1(4) 
¢ yacht, see Yacht 


Tax sparing, pre-1976 investment, Reg. 5907(10) 
Tax transfer payments to provinces, 154, Reg. 3300 
Tax treaty 

* amounts exempt under, deduction for, 110(1)(f)(G) 


* anti-treaty shopping rule, Canada—U.S. Tax Convention 
Art. XXIX A 


¢ Canada—U.K., see Table of Contents 

¢ Canada—U.S., see Table of Contents 

* competent authority agreement deemed valid, 115.1 

* country with, foreign affiliate in, Reg. 5907(11)-(11.2) 


* designated treaty country (FAPI rules), Reg. 5907(11), 
(11.1) 


¢ dividend limitation in 

applies for branch tax, 219.2 

applies for corporate emigration tax, 219.3 

* exempting Canadian corporation from tax, 250(5) 

* exemption from capital gain, subsequent capital gains 
strip, 55(3.1) [temporary] 

* income exempt under, not earned income for RRSP, 
146(1)“earned income’’(c) 

* interpretation of, Income Tax Conventions Interpreta- 
tion (reproduced before the treaties) 

* list of, see Table of Contents 

¢ listed countries, Reg. 5907(11)-(11.2) 

* non-resident under, deemed non-resident of Canada, 
250(5) 

° Se anoe exempted by, new partner joining partnership, 

) 


* tax on disposition of property by non-resident deferred 
under, 115.1 


** election, time of making, Reg. 7400(2) 


*¢ prescribed provisions, Reg. 7400(1) 
Taxable amount 
* amount, see Taxable capital amount 


Taxable benefits, see Benefit 


Taxable Canadian corporation 
¢ defined, 89(1)“taxable Canadian corporation” 


* non-resident-owned investment corporation deemed not 
to be, 134 


¢ prescribed, for Canadian film/video credit, Reg. 1106(2) 

* property disposed of to taxpayer 

** cost base, addition to, 53(1)(f.1) 

Taxable Canadian life investment income, defined, 

pA DS 4 

Taxable Canadian property, see also Property 

¢ deemed, 128.1(4)(e) 

e¢ defined, 115(1), 248(1) 

* disposition of, by non-resident, 116 

¢« purchaser liable for tax, 116(5) 

ee taxable, 2(3)(c) 

¢ excluded from deemed disposition 

*¢ on becoming non-resident, 128.1(4)(b)(i) 

ee on becoming resident, 128.1(1)(b)(G) 

¢ includes option, 115(3) [to be repealed], 115(1)(b)(x1i1) 

* prorating for gains before May 1995, 40(9) 

¢ rollover of, 85(1)(@), 85.1(1)(a) 

¢ ship or aircraft used in 
115(1)(b)Gi)(B) 

* transitional rule re property not covered before April 
26/95, ITAR 26(30) 

Taxable capital 

¢ for financial institutions tax 

ee defined, 190.12 

*¢ employed in Canada, defined, 190.11 

¢ for large corporations tax 

e¢ defined, 181.2(2), 181.3(2) 


ee employed in Canada, defined, 181.2(1), 181.3(1), 
181.4, Reg. 8601 


tax on, 181.1(1) 

Taxable capital amount 

¢ defined, 66(12.6011) 

¢ limit of $15 million for flow-through of CDE as CEE, 
66(12.601)(a.1) 

Taxable capital employed in Canada 

¢ defined 

¢¢ for financial institutions tax, 190.11 

ee for large corporations tax, 181.2(1), 181.3(1), 181.4 

¢¢ for renunciation of CDE as CEE on flow-through 

shares, 66(12.6011) 

Taxable capital gain, see Capital gain 

Taxable deficit (of foreign affiliate) 

* defined, Reg. 5907(1)(k)(xii)-(xiii) 

Taxable dividend 


¢ defined, 89(1), 112(6)(a), 129(1.2), 129(7), 133(8); 
248(1) 


** for purposes of debt forgiveness, 80.03(1)(b) 
¢* for purposes of dividend refund, 129(7) 


* + for purposes of non-resident-owned investment cor- 
poration, 133(8)“taxable dividend” 


** for purposes of stop-loss rules, 112(6)(a) 
ee generally, 89(1), 248(1) 
* partnership receiving, 186(6) 


international traffic, 
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Taxable earnings (of foreign affiliate) 

e defined, Reg. 5907(1)(h), (i) 

Taxable income 

* communal organization, election re; 143(2), (3) 

* computation of, 110-114 

¢ cumulative 

ee  non-resident-owned investment corporation, of, 
133(9)“cumulative taxable income” 


¢ deductions in computing, see Deductions’ in computing 
taxable income; Tax.credits 


¢ defined, 2(2) 

¢ determination of, by Minister, 152(1:11), (1. 12). 

* eared in a province by a-corporation, Reg. Part IV 
¢ earned in Canada 

ee defined, 248(1) 

e¢ determination of, by Minister, 152(1-11), (1; 12) 
* earned in the year in a province, 124(4) 

e life insurer, 138(7) 

* non-resident, earned by in Canada, 115 

* non-resident-owned investment ‘corporation, 133(2) 
* non-resident person, 115 

Taxable loss (of foreign affiliate) 

«defined, Reg. 5907(1)() 

Taxable obligation 

¢ defined, 240(1) 

Taxable preferred share 

¢ defined, 248(1) 

¢ dividends excepted from tax, 187.1 

* tax on corporation paying ‘dividends on, 191—191.4 


ee agreement to transfer tax liability to related corpora- 
tion, 191.3 


assessment by Minister, 191.3(3), (5) 

° payment by transferor corporation, 191.3(6) 
ee where of no effect, 191.3(4) 

¢ amalgamation, 87(2)(1r) 

* associated corporations, 191.1(3) 


° failure to file agreement, 191.1(5) 
° total dividend allowance, 191.1(4) 
e dividend allowance, 191.1(2) 
os short years, in, 191.1(6) 
ee total, for associated corporations, 191.1(4) 
e excluded dividend, defined, 191(1) 
financial intermediary corporation, defined, aay 
e information return, 191.4(1) 
¢ private holding corporation, defined, 191(1) 
e substantial interest, 191(2), (3) 
e tax payable, 191.1(1) 
election, 191.2 
e tax on dividends received by corporation, 187.2 
ee information return, 187.5 
ee partnerships, 187.4 
Taxable RFI share, defined, 248(1) 
Taxable supplier 
¢ defined, 127(9) 
Taxable surplus (of foreign affiliate) 


* adjustment where gain deemed due to negative adjusted 
cost base, 93(1)(b)(ii) 


e deduction for dividend paid out of, 113(1)(b), (c), Reg. 
5900(1)(b) 

¢ defined, 113(1)(b)(ii), Reg. 5907(1)(k) 

Taxation year, see also Fiscal ‘period 

¢ becoming or ceasing to be exempt, deemed year-end, 


e e e e e e e @ e 
e 


149(10) 

becoming or ceasing to be financial institution, deemed 

year-end, 142.6(1) 

* ceasing to carry on business, 25(1) 

¢ change of control, deemed year-end, 249(4) 

* company formed by amalgamation, of, 87(2)(a) 

* corporation, of 

ee longer than 365 days, 249(3) 

¢ deemed “fiscal period”, 14(4) 

defined, 11(2), 104(23)(a), 132.2(1)(b), (0)Gi), 142. 6(1), 

149(10), 149.1(1), 249, Reg. 1104(2) 

¢ employees profit sharing plan trust, 144(11) 

¢ first, of mortgage investment corporation, 130.1(8) 

¢ fiscal period of business, and, 11(2) 

e foreign affiliate, of, 95(1)“taxation year” 

¢ individual, of, 11(2), Reg. 1104(2) = 

e less than 12 months, see Short taxation: year. 

¢ mutual fund corporation or trust, on rollover, 
132.2(1)(b), (0)(ii) 

¢ partnership, of, 96(1)(b) 

e reference to, 249(2), (3) 

e registered charity, of, 149. 1(1)“taxation year” 

¢ short, see Short taxation year 

¢ testamentary trust, of, 104(23) 

Taxed capital gains (of investment corporation, mutual 

fund corporation or mutual fund trust) 

¢ defined, 130(3)(b), 131(7), 132(5) 

Taxicabs, Reg. Sch. II:Cl. 16 

Taxpayer 

¢ absconding, 226 

¢ bankrupt, 128 

¢ becoming Canadian resident, ITAR- 26(10) 

* ceasing to be resident, see Non-resident: becoming 

¢ death of, see Death of taxpayer 

¢ defaulting, 226 

¢ defined, 248(1) 

ee for tax shelter investments, 143.2(1) 

* investigation, under 

ee rights of, at inquiry, 231.4(6) 

e leaving Canada, demand for amounts. owing, 226 

¢ not limited to person liable for tax;-248(1) 

Taxpayer information 

¢ defined, 241(10) 

¢ provision of 

ee authorized, 241(4) 

ee prohibition against, 241(1) 

Teacher 

* contribution to teachers’ exchange fund, 8(1)(d) 

* registered pension plan, contribution to, 147.2(5) 

¢ sabbatical arrangement, Reg. 6801(a) 

Telecommunications 

¢ defined, Interpretation Act s. 35(1) 

Telecommunication spacecraft 


¢ capital cost allowance, Reg. Sch. Il:Cl. 10(£.2), Sch. 
II:Cl. 30 


e¢ separate classes, Reg. 1101(5a) 

Teleglobe Canada, subject to tax, 27(2), Reg. 7100 
Telephone and telegraph equipment 

* capital cost allowance, Reg. Sch. II:Cl. 3, Sch. I:Cl..17 
Telephone and telegraph systems 

* capital cost allowance, Reg. Sch. IH:Cl..17 
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Telephone and telegraph systems (cont’d) 

* defined, Reg. 1104(2) 

Telephone ringing indicator 

* medical expense, Reg. 5700(k) 

Teletypewriter 

* medical expense, Reg. 5700(k) 

Television commercial message 

* capital cost allowance, Reg. Sch. II:Cl. 12(m) 

¢ defined, Reg. 1104(2) 

Television decoder (to visually display vocal portion of 

signal) 

¢ medical expense, Reg. 5700(q) 

et acess road, see Specified temporary access 

roa 

Temporary capital tax on life insurers, 190.1(1.1) 

Tenant inducements . 

¢ taxable as income, 12(1)(x) 

Term preferred share 

¢ defined, 248(1) 

e dividends on 

ee deemed, 84(4.2), 258(2) 

*¢ received by specified financial institution, 112(2.1) 

deemed interest on, 258(3)(a) 

* reduction of paid-up capital, deemed dividend, 84(4.2) 

¢ share-for-share exchange, 87(4.1) 

Terminal loss 

¢ deduction for, 20(16) 

e¢ after ceasing to carry on business, 20(16.3) 

¢ limitation re passenger vehicles, 20(16. 1) 

¢ limitation where property acquired by affiliated person, 
13(21.2)(e)@), 85(5.1) 

Termination of business, see Ceasing to carry on business 

Termination payment, see Retiring allowance 

Territorial sea 

¢ defined, /nterpretation Act 35(1) 

Territory 

¢ defined, Interpretation Act 35(1) 

Tertiary recovery equipment, Reg. 1206(1) 

Testamentary trust, see Trust (or estate): testamentary 

Therapy 

* non-taxable employment benefit, 6(1)(a)(v) 

¢ rehabilitative, for speech or hearing loss, 118.2(2)(1.3) 

Thin capitalization 

¢ interest not deductible, 18(4)-(6) 

** exception, 18(8) 2 


Things, see Property; Rights or things 

Third party demand 

¢ information, for, 231.2(1) 

* payment, for, see Garnishment for taxes unpaid 


Third party payment, see Scientific research and experi- 
mental development: third party payment 


Threshold amounts, see Dollar amounts in legislation and 
regulations 


Tiers of partnerships 

¢ look-through rules, 163(2.8), 233(3), 233.3(2), 233.4(3) 
Tile drainage, deduction, 30 

Timber limits 

* capital cost allowance, Reg. 1100(1)(e), Reg. Sch. VI 
** separate classes, Reg. 1101(3) 


¢ disposition of by non-resident, 216(5) 

* equipment for use in, capital cost allowance, Reg. Sch. 
II;Cl.,.10(), SchaTiCL 5 

Timber resource property 

* capital cost allowance, Reg. Sch. II:Cl. 33 

¢ defined, 13(21) 

¢ disposition of 

¢¢ by non-resident, 216(5) 

** no capital gain, 39(1)(a)(v) 

*¢ proceeds of disposition, 20(5.1) 

* in corporation, share is taxable Canadian property, 
115(1)(b)(v)(A) CID) 

* in partnership, constitutes taxable Canadian property, 
115(1)(b)(vii)(C) 

* non-arm’s length transfer, exclusion from rule, 13(7)(e) 

* undepreciated capital cost, 13(21)“undepreciated capital 
cost’”’G 

Timber royalty 

* paid to non-resident, 212(1)(e) 

ee alternative re, 216 

Time 

¢ deadlines for taxpayers, see Filing deadlines 


* expiring to recover a debt, see Statute-barred debt, 
deemed settled 


* extension of, see Extension of time 

¢ reassessment, for, see Reassessment 

Tips 

¢ taxable as employment income, 5(1) 

Tobacco manufacturers’ surtax, 182; 183 

Toilet 

¢ mechanical aid for getting on and off, medical expense, 
Reg. 5700(g) 

Tools 

¢ portable, for rental 


** capital cost allowance, Reg. Sch. II:Cl. 10(b), Sch. 
I-Cl. 29..SclrAiiCkE-40 


e small, capital cost allowance, Reg. Sch. II:Cl. 12(h) 
Top-up disability payment 

¢ defined, 6(17) 

¢ not taxable as employee benefit, 6(18) 

* reimbursement to employer, 8(1)(n.1) 

Total assets (of financial institution) 

¢ defined, 181(2), 190(1.1), Reg. 8602 

Total charitable gifts 

¢ credit for, 118.1(1)“total gifts’(a), 118.1(3) 
° defined, 118.1(1) 

Total Crown gifts 

¢ credit for, 118.1(1)“total gifts’(b), 118.1(3) 
e defined, 118.1(1) 

Total cultural gifts 

¢ credit for, 118.1(1)“total gifts”’(c), if damp Gag 
¢ defined, 118.1(1) 

“Total depreciation” defined, 13(21) 

Total ecological gifts 

¢ credit for, 118.1(1)“total gifts’(d), 118.1(3) 
e defined, 118.1(1) 

Total reserve liabilities (of financial institution) 
¢ defined, 181(2), 190(1.1), Reg. 8602 

Total return (from fixed payment obligation) 
e defined, Reg. 9100 
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Townsite costs 


* capital cost allowance, Reg. 1102(18) [to be repealed], 
Reg. Sch. II:Cl. 10(1) 


* deemed capital cost, 13(7.5)(a), Reg. 1102(14.2) 

Tractor 

° ae cost allowance, Reg. Sch. II:Cl. 10(a), Sch. U:Cl. 
g 

Trade, adventure in, see Adventure in the nature of trade 

Trade, board of, see Board of trade 

Trade-in 

* allocation of consideration, 13(33): 

Trade mark, representation expenses, 13(12), 20(1)(cc), 

20(9) 

Trade union, see Union 

Trader, see Dealer (or trader) 

Trailers 

* capital cost allowance, Reg. Sch..II:Cl. 10(e) 

ee rail suspension device for, Reg. Sch. II:Cl. 35(b) 

Train, see Railway 

Training allowance 

* income, 56(1)(m) 

¢ lump-sum payment, remuneration, Reg. 100(1) 

* repayment of overpayment, deduction for, 60(n) 

¢ withholding of tax, 153(1)@) 

Tramway or trolley bus system 

* capital cost allowance, Reg. Sch. I:Cl. 4 

¢ defined, Reg. 1104(2) 

Transactions 

¢ series of, defined, 248(10) 

¢ with non-resident 

ee extended reassessment period, 152(4)(b)(iii) 

ee reporting requirement, 233.1 

Transfer of business, see Sale: business 

ras ‘of forgiven amount (debt forgiveness rules), 


Transfer of instalment payments, 221.2 


Transfer of losses, see also Suspension of losses 
¢ deemed proceeds of disposition, 69(11) 


Transfer of property 
¢ affiliated person, to, see Affiliated, person 
¢ attribution rules, see Attribution rules 
e child, to 
ee gain or loss deemed to be transferor’s, 75.1 
¢ controlled corporation, to 
ee capital loss denied, 40(3.3), (3.4), 85(4) 
* corporation, to 
e¢ by partnership, 85(2) 
partnership wound up, 85(3) 
ee by shareholder, 85(1) 
eligible property, 85(1.1) 
*¢ to reduce income, 74.4(2) 
outstanding amount, 74.4(3) 
e* where benefit not granted to designated person, 
74.4(4) | 
¢ deferred profit sharing plan 
ee from, 147(19) 
¢ family farm corporation or partnership, 70(9:2) 
ee inter vivos, 73(4) 
ee spouse trust, from, to children, 70(9.3) 


e farm property, of, 73(3) 

ee to child; on death, 70(9) 

** to parents, on death of child; 70(9.6) 

* inter vivos, to spouse or trust, 73 

ee prescribed provincial laws, Reg. Part LXV 

¢ minor, to, 74.1(2), 74.5(1), (6)-(11), 75(1) [Repealed] 
ee repayment of, 74.1(3) 

¢ partnership, to, 97 

¢ registered education savings plans, betdvebny 146.1(6.1) 
* registered pension plan, from, 147.3 

* registered retirement income fund) from, 146.3(14) 


* registered retirement savings plan, see: Registered retire- 
ment savings plan: transfers 


* retirement compensation arrangement, to second RCA, 
207.6(7) 


¢ spouse, to, 74.1(1), 74.5 

ee death of taxpayer, on, 70(6) 

°¢ deemed proceeds of disposition, 73 
ee gain or loss, 74.2 

ee repayment of, 74.1(3) 

© WUSt, dO. /4.5../4. 0), (LL too) 

ee death of taxpayer, on, 70(6) 

*¢ income imputed to transferor, 75(2) 
¢ unregistered pension plan, from, 60(G), 147.1(3)(a) 
Transfer payments 

¢ tax, to provinces, 154 

Transfer pricing (re non-residents) 


¢ advance pricing agreements, 69(2), Canada—U.S. Tax 
Convention Art. XXVI 


e anti-avoidance rules, 69(2), (3), Canada—U.S. Tax Con- 
vention Art. [IX 


¢ royalties, Canada—U.S. Tax Convention Art. XII:7 

Transfer time 

¢ defined, 132.2(2)“‘qualifying exchange” 

Transferee corporation 

e defined, 55(1)“distribution”, 55(3.2)(h) 

Transition amount (re specified debt obligation) 

¢ application on disposition of specified debt obligation; 
142.4(6)(c)CQG), 142.4(7)A 

e defined, 142.4(1), Reg. 9201 

Transition deduction 

e insurer 

ee defined, Reg. 8101(1) 

¢ mark-to-market property 

ee defined, Reg. 8103(1) 

Transition loss (mark-to-market property) 

e defined, Reg. 8105(1) 

Transitional assistance under Canada-U.S. auto. pact, 

income, 56(1)(a)(v) 

Transitional rules, see also Grandfathering 

¢ 1972 reform, ITAR 7-68 

¢ mark-to-market properties, 
142.5(4)-(9) 

¢ RS.C. 1985 (Sth Supp.), ITAR 69-79 

¢ specified debt obligations, 142.6(4) 

Transmission equipment 

¢ defined (re energy conservation CCA), Reg. 1104(13) 

Transplants, organ or bone marrow 

¢ medical expense, 118.2(2)(1.1) 

Transport employee 

¢ away-from-home expenses, deduction, 8(1)(g) 


112(5.6), -142.2(5), 
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Transportation, see also International shipping 

¢ delivered after the end of the year, reserve, 20(6) 

* passengers or property, Canada—U.S. Tax Convention 
Art. VIII:3, 4 

Transportation equipment, qualified 

¢ defined, 127(9) 

* prescribed, Reg. 4601 

Transportation expenses 

e allowance for, not income, 6(6)(b) 

* as medical expenses, 118.2(2)(g) 

deemed payment of, 118.2(4) 

Transportation losses, see Fuel tax rebate 

Travelling expenses 

¢ allowance for, when not income, 6(1)(b) 

* employee’s, deduction for, 8(1)(h), (h.1) 

*¢ certificate of employer, 8(10) 

limitation, 8(4) 

¢ food and entertainment on train, plane or bus, 67.1(4)(a) 

¢ medical expense, as, 118.2(2)(h) 

¢ northern Canada, residents of, 110.7(1) 

* part-time employee’s, excluded from income, 8$1(3.1) 

¢ salesman’s, deduction for, 8(1)(f) 

*¢ certificate of employer, 8(10) 

limitation, 8(4) 

* transport employee’s, 8(1)(g) 

Treasurer, see Officer: corporation, of 

Treasury bill 

¢ yield at maturity treated as interest, 16(3) 

Treasury Board 

¢ defined, 248(1) 

Treaty, see Tax treaty 

Treaty co-production (re Canadian film/video credit) 

¢ defined, Reg. 1106(1) 

Treaty shopping, Canada—U.S. Tax Convention Art. 

XXIX A 


Trestle 
* capital cost allowance, Reg. 1100(1)(zb), Reg. Sch. 
TRGiINS 


* separate classes, Reg. 1101(5f) 

Triangular amalgamation, 87(9) 

Trolley bus system, Reg. Sch. II:Cl. 4 

Truck 

* capital cost allowance, Reg. Sch. I:Cl. 10(a), Sch. I:Cl. 
16(g) 

Truck driver 

* away-from-home expenses, deduction, 8(1)(g) 

Truck operators 


* income from cross-border trucking, Canada—U.S. Tax 
Convention Art. VIII:4 


* income of, earned in a province, Reg. 2604 

* income of corporation in a province, Reg. 409 

Truss, as medical expense, 118.2(2)(i) 

Trust (or estate), 104-108 

¢ 21-year deemed disposition rule, 104(4), (5), (5.3)-(5.8) 
** payment of tax in instalments, 159(6.1) 

* accumulating income of 

ee deduction for amounts included in preferred benefici- 
ary’s income, 104(12) 

defined, 108(1) 

election to include in preferred beneficiary’s income, 
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104(14), Reg. 2800 
allocation of capital and income to different benefi- 
ciaries, 104(7.1), (7.2) 
amateur athlete, for, see Amateur athlete trust 
ail deemed not paid to beneficiary, 104(13.1), 
(13. 
amount deemed payable to beneficiaries, 104(29) 
amount payable in taxation year, 104(24) 
annuity contract, interest in, 12.2 
balance-due day of, 248(1)“balance-due day”’(a) 
bare, see Bare trust 
“beneficially interested” in, meaning of, 248(25) 
beneficiary of, see Beneficiary: trust 
benefits from, income, 12(1)(m), 105 
business investment loss, deduction from, 39(10) 


capital cost allowance, determination or designation of, 
104(16) [Repealed] 


capital gains of 
allocated to beneficiary, 104(21)-(21.2) 
net taxable, 104(21.3) 
capital interest in 
acquisition of 
° reduction of loss on property disposed of, 107(6) 
additions to, 53(1)(d.1) 
adiusted cost base, 94(5) 
° computation of, 53(1)(d.1) 
° deductions from, 53(2)(b.1), 53(2)(h) 
cost amount of, 108(1) 
cost of, 107(1.1) 
defined, 108(1) 
disposition of, 107(1) 
distribution in satisfaction of, 107(2)-(5), ITAR 36 
commercial, see personal (below); Unit trust 
created by will of taxpayer, meaning of, 248(9.1) 
cumulative Canadian exploration expense 
reduced by investment tax credit, 127(12.3) 
customer/client compensation, for, exempt, 149(1)(w) 
death benefits, flow-through to beneficiary, 104(28) 
deduction in computing income, 104(6), 108(5) 
deemed disposition of property, 104(4) 
deemed proceeds and cost, 104(5) 
deferred income plans, 207.1 
foreign property acquisition, ITAR 65 
tax re foreign property, 205 
tax re property held by, 207.1 
° return, and payment of tax, 207.2 
deferred profit sharing plan, under, 147(7) 
exempt, 149(1)(s) 
tax re foreign property, 205-207 
definitions, 108 
designated beneficiary, defined, 210 
designated contributor, defined, 104(5.6), (5.7)(c) 
designated income, tax on, 210—210.3 
deemed paid by beneficiary, 210.2(3) 
designated income, defined, 210.2(2) 
designations re partnerships, 210.2(4) 
returns, 210.2(5) 
tax payable, 210.2(1) 
trustee’s liability, 210.2(6) 
trusts excepted, 210.1 
where no designated beneficiaries, 210.3 


designation of foreign income to beneficiaries, 
104(22)-(22.4) 
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Trust (or estate) (cont’d ). 
* disposition of interest in, 106, 107 


* disposition of property to, capital loss nil, 40(2)(g)Gv) fe 
* distribution of prope by, in satisfaction of capital in” 
terest, 107(2)—(5) ° 
© OS Oi Set omenPOPUudht OK 4 eee enn, ° 
**¢ non-resident beneficiary, to, 107(5) e 
- Oa te received by, allocation to beneficiary, 10419), 
¢ election by, see Election(s): trust | ° 
* eligible capital property, distribution to beneficiary, , 
107(2)(f) 
* eligible taxable capital gains, defined, 108(1) 


¢ employee, see Employee trust ‘ 

¢ employees’ charity é 

e* receipts, Reg: 3502 

* employees profit sharing plan, under, 144(2) ° 

ee exempt, 149(1)(p) e 

¢ excluded property of, defined, 108(1)“eligible real prop-« 
erty gain” ° 


¢ exclusions for purposes of certain sections, 
108(1)“trust” 

* exempt beneficiary, defined, 104(5.4) 

* immigration, five year non-taxability, 94(1)(b)@)(A)CID 

e financial institution, 142.2(1)financial institution’’(b) 

¢ foreign, see non-resident (above) 

¢ foreign immigration, five-year exemption, 
94(1)(b)(i)(A) CID) ; 

¢ foreign property holdings, tax on 

** exemption for certain master trusts, 206(2.1) 

¢ foreign tax credit for beneficiaries, 104(22)—(22.4) 

* immigration, five year non-taxability, 94(1)(b)G)(AJUID 

* income from farming or fishing, 119(7) 

* income interest in 

ee cost of,106(1.1) e 


eee deduction for, 106(1) ° 
ee. defined, 108(1) e 
ee disposition of, 106(2) ° 
eee proceeds, 106(3) ° 
¢¢ personal trust, in, 108(1)“income interest’ 


« “income” of, 108(3) ° 
¢ income of beneficiaries, 108(5) e 
* income paid to non-resident, 212(1)(c), 212(11) ° 
*¢ exemption, 212(9), (10) ° 
* income payable to beneficiary, deduction for, 104(6) ° 
e¢ non-resident beneficiary, 104(7) ° 
e information return, Reg. 204 * 


e inter vivos ° 
ee deemed creation, re non-profit association, 149(5) ° 
ee defined, 108(1) : 
ee personal tax credits not available, 122(1.1) ° 
ee tax payable by, 122 4 


e interest in, see also “beneficially interested” in (above) ° 
ee adjusted cost base 

eee additions to, 53(1)(d.1), (d.2), () : 
coe deductions from, 53(2)(b.1), (h), @), G), (q) i 
eee recomputation of, 53(4)—(6) 
¢ interest income of, 12(3) i 
¢ investment tax credit, designation of, 127(7) : 
¢ life insurance policy, interest in, 12.2 

¢ loss property held by 


ee reduction of loss on disposition by person acquiring 
capital interest, 107(6) 
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maintenance expenses, 105(2) 
master, exempt from tax, 149(1)(0.4) 
mine reclamation, see Mining reclamation trust 
minor, for, 104(18) 
e transfer of property to, 74.3, 74.5(9), (10) 
multiple 
¢ basic exemption re minimum tax, 127.53(2), (3) 
¢ grouped together as one trust, 104(2) 
mutual fund, see Mutual fund trust 
non-resident _ 
* capital interest in cost base, deductions from, 53(2)(i) 
¢ deduction from foreign accrual property income, 
94(4) 
e deduction in computing taxable income, 94(3) 
e deemed to be non-resident corporation, where, 
94(1)(d) 
e discretionary, 94(1)(c) 
e distribution from, disclosure, 233.5 
e — financial assistance to, 94(6) 
e information return, 233.2, 233.5 
¢ reporting requirements, 233.2, 233.5 
* rights and obligations of beneficiaries, 94(2) 
e transfer of property to, disclosure, 233.2 
e rules, 94 
non-resident beneficiaries, 104(7) 
non-residents, for 


e deduction for dividend from non-resident-owned in- 
vestment corporation, 104(10), (11) 


* payments to, 212(1)(c) 
non-taxable dividends received by, designation re, 
104(20) 
option to acquire units in, 49(1)(c) 
payment of duties and taxes, non-disqualification, 
108(4) 
pension benefits, flow-through of, 104(27). 
pension fund or plan 
¢ exemption, 149(1)(0) 
personal 
¢ allocation of capital and income to different benefi- 
ciaries, 104(7.1) 
* capital interest in, defined, 108(1)“capital interest’’(a) 
¢ disposition of capital interest in, 107(1)(a) 
¢ distribution of property to beneficiary, 107(2), (4.1) 
* income interest in, defined, 108(1) 
personal-use property of, 46(4) 
pooled fund, see Pooled fund trust 
preferred beneficiary 
e defined, 108(1) ! 
¢ income of, 104(14), (15) 
prescribed, Reg. 4800.1 
* capital interest in, defined, 108(1)“capital interest’’(a) 
¢ distribution of property to beneficiary, 107(2), (4.1) 
¢ flow-through entity for capital gains exemption, 
39.1(1) 
principal residence 
¢ disposed of to taxpayer, 40(7) 
¢ distribution by spouse trust, 107(2.01) 
property transferred to 
* income imputed to transferor, 75(2) 
* income not imputed to transferor, 75(3) 
proportional holdings in property of, 259 
purchase of shares of corporation, for, loan to, 15(2.5) 
“qualified” defined, 259(3) 
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Trust (or estate) (cont'd) a 
* qualified investments, see Qualified investment 


¢ reference to trustee, executor etc., 104(1) 

* registered education savings plan, under, 146.1(1)“trust” 
146.1(5) 

ee* deemed inter vivos, 146.1(11) 

e* exempt, 149(1)(u) 

* registered investment, 204.4—204,7 

* registered pension plan, tax re foreign property, 
205-207 

* registered retirement income fund, exempt, 149(1)(x) 

* registered retirement savings plan, under, 146(4) 

e* exempt, 149(1)(r) 

ee tax re foreign property, 205—207 

* registered supplementary unemployment benefit plan, 
exempt, 149(1)(q) 

¢ related segregated fund, Reg. 6100 

* resource property 

rules, 104(5.2) 


* retirement compensation arrangement, see Retirement 
compensation arrangement 


return to be filed, 150(1)(c) 
right of use or habitation (Quebec) deemed to be, 248(3) 
scientific research tax credit, 127.3(3) 
segregated fund, Reg. 6100 
settlor, defined, 108(1) 
small business investment, Reg. 5103 
spouse, for, 70(6)(a), 73(1)(c), 104(4)(a) 
¢ deduction from taxable income of, 110.6(12) 
¢ deemed disposition, 104(4) 
¢ distribution by, in satisfaction of capital interest, 
107(4) 
ee double taxation relief, Canada—U.S. Tax Convention 
Art. XX VI:3(g) 
ee family farm corporation transferred from, to children, 
70(9.3) 
ee farm property transferred from, to children, 709.1) 
ee how created, 70(6.1) 
ee¢  indefeasible vesting of property in, 70(6) 
*¢ not disqualified by certain payments, 108(4) 
¢¢ principal residence 
disposed of to, 40(4) 
distribution by, 107(2.01) 
property of, 40(5) 
*¢ property transferred to, inter vivos, 73(1) 
capital cost, and deemed allowance, 73(2) 
ee reserves allowed to, for year of taxpayer’s death, 
72(2) 
*¢* special rules applicable, 70(7), (8) 
¢¢ transfer of property to, 74.3, 74.5(9), (10) 
*¢ transfer or distribution to, on death of taxpayer, 70(6) 
*¢ value of property acquired, 70(6), 73 
e status of, Reg. Part XLVHI 
¢ substitution (Quebec) deemed to be, 248(3) 
* supplementary unemployment benefit plan, under, 
145(2) 
* tax paid under Part XI.2 
*¢ credit for, included in beneficiary’s income, 104(31) 
ee deduction for, 104(30) 
* tax re property held by, 207.1 
taxable dividends received by 
¢ designation re, 104(19) 
* payable to non-resident beneficiary, 82(1)(a)(.1) 
taxed as individual, 104(2) 


* testamentary, 108(1) 


¢¢ deferred profit sharing plan benefits received by, 
104(27.1) 


ee instalments, 104(23)(e) 

ee rules applicable, 104(23), (28) 

e* superannuation or pension benefits received by, 
104(27) 

*e* taxation year of, 104(23)(a), (b) 

* transfers to, for minor or spouse, 74.5(9), (10) 

* unit, see Unit trust 

e usufruct (Quebec) deemed to be, 248(3) 

* vacation pay, exempt, 149(1)(y) 

* voting, Reg. 4800.1(c) 

¢ where deemed not at arm’s length, 206(4) 

Trust and loan corporations 

¢ taxable income earned in a province, Reg. 405 


Trust company, see also Financial institution 

e defined, for FAPI purposes, 95(1) 

Trust-purpose income 

e defined, 104(29)(c) 

Trustee, see also Trust (or estate) 

¢ in bankruptcy, see Bankruptcy: trustee in 

e information return, Reg. 204 

¢ liable for Part X tax, 198(3) 

e liable for Part XII.2 tax, 210.2(6) 

¢ public, disposition of Canadian securities, 39(5)(c) 

¢ return required of, 150(3) 

¢¢ penalty for failure to file, 162(3) 

¢ school board, expense allowance exempt, 81(3) 

¢ shares held by, for employee, 7(2) 

¢ shares purchased by, for employees of corporation, 7(6) 

¢ withholding tax, liability for, 153(1.3), (1.4), 227(5), 
(5.1)(a) 

Tuition fees 

¢ credit for, 118.5 

¢¢  commuter’s, 118.5(1)(c) 

ee deemed residents, 118.5(2) 

ee in Canada, 118.5(1)(a) 

e¢ outside Canada, 118.5(1)(b) 

e¢ unused 

ese transfer to spouse, 118.8 

transfer to supporting person, 118.9 

Tunnel, capital cost allowance, Reg. Sch. U:Cl. 1G) 


Twenty-one years 

¢ deemed realization of trust gains, 104(4), (5), (5.3)-(5.8) 
Two-year rolling start rule, when property available for 
use, 13(27)(b), 13(28)(c), 13(29) 


U 
UCC, see Undepreciated capital cost 
UI, see Unemployment insurance 
U.S., see United States 
Uncle, see also Niece/nephew 
¢ defined, 252(2)(f) 
e dependent, 118(6)(b) 
Undepreciated capital cost, see also Capital cost; Depre- 
ciable property 
¢ defined, 13(21) 


° SaceeMne fair market value at time of transfer, tied Ze 
20(16) 
* reduction on debt forgiveness, 80(5)(b) 
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Undepreciated capital cost (cont’d) 
¢ transferred property, 13(5) 
Underlying foreign tax (of foreign affiliate) 
* defined, Reg. 5907(1)(1), (m) 
Undertaking future obligations 
* deduction for, 20(24) 
Undue hardship 
¢ . reduction in source withholdings, 153(1.1) 
Unearned commissions, reserve for, 32 
Unemployment insurance, see also Registered supple- 
mentary unemployment benefit plan 
° benefit 
* remuneration, Reg. 100(1) 
* repayment of, 60(v.1) 
* repayment of overpayment, deduction for, 60(n) 
e taxable, 56(1)(a)(iv) 
¢ withholding tax, 153(1)(d.1) 
premium 
¢ paid by employee 
ee as employee, credit, 118.7 
ee as employer, deduction, 8(1)(1.1) 
¢ paid by employer, deduction, 9(1) (general account- 
ing principles) 
ee paid by employer in 1993, tax credit, 126.1 
eee deemed to be overpayment of tax, 126.1(6), (7) 
determination of credit by Minister, 152(3.4), 


(3,5) 

eee joint liability of partners for excess refund, 
160.1(2.2) 

eee refund of, 164(1.6) 


no interest on, 164(3) 
ee  short-remitting of, when credit claimed, 126.1(12) 


e Program for Older Worker Adjustment, see Older 
Worker Adjustment, Program for 


e “UI premium tax credit” defined, 126.1(8) 

Unemployment Insurance Act 

¢ costs of appealing decision under, deductible, 60(0) 

*¢ recovery of, income, 56(1)()(1) 

Unenforceable debt, see Statute-barred debt, deemed 

settled 

Ungulates, grazing, 80.3(1)“breeding animals” 

Uniforms, capital cost allowance, Reg. Sch, II:Cl. 12() 

Unincorporated association or organization, see Non- 

profit organization 

Union 

¢ election by, re foreign pension plan, Reg. 6804(3) 

¢ exemption, 149(1)(k) 

¢ locals and branches deemed to be one employer for pen- 
sion purposes, 252.1 

e membership dues 

ee deduction for, 8(1)(i)(iv), (Vv) 

ee where not deductible, 8(5) 

¢ strike pay taxed or exempt? no legislative reference 

¢ venture capital, see Labour-sponsored venture capital 
corporation (LSVCC) 

Unit trust, see also Mutual fund trust 

e adjusted cost base of unit, 53(1)(d.1), 53(2)(h), Gj) 

° annuity contract, interest in, 12.2 

¢ “block of units” defined, Reg. 4803(1) 

¢ defined, 108(2), 248(1) 

¢ excluded from various trust rules, 108(1)‘trust’’(f) 

* expenses of issuing or selling, 20(1)(e) 


life insurance eoliaes interest in, 12.2 
* non-resident 

ee adjusted cost base of unit, 53Q2)() 
* right to receive from, cost of, 52(6) 


United Kingdom 
¢ defined, Interpretation Act 35(1) 
¢ Tax Convention, see Table of Contents 


United Nations and its agencies 

¢ employment income from 

ee deduction, 110(1)(f (ii) 

° gifts to 

ee¢ by corporation, 110.1(1)(a)(v): 

e¢ by individual, 118.1(1)“total charitable gifts"(e) 


United States, see also Foreign government; Non-resident 


¢ artiste or athlete, Canada—U.S. Tax Convention® Art. 
XVI | DE 


¢ collection of Canadian tax by IRS, Canada+U:S. Tax 
Convention Art. XXVI A 

* commuter to, see Commuter to United States 

¢ defined, 19(5), Interpretation Act s..35(1) 


ee for treaty purposes, Canada—U.S. Tax Convention 
Art. II: 1(b) 


¢ dividends, Canada—U.S. Tax Convention Art. X 


¢ donations to charities in, Canada—U.S. Tax Convention 
Art. XX1:6; 118.109) 


¢ estate taxes, Canada—U.S. Tax:Convention Art. XXIX B 


¢ franchise payment to resident of, Canada-U.S. Tax Con- 
vention Art. XII:3(c) 


* gambling losses in, Canada—U.S. Tax Convention Art. 
XXII:3 


* government, employees of, Canada=U.S. Tax ‘Conven- 
tion Art. XIX, XXVIII 


e green card holder, Canada—U.S. Tax Convention. Art: 


* income from source in, received for non-resident” 

ee information return, Reg...203 

¢ Individual Retirement Account, see Foreign retirement 
arrangement 

* interest, Canada-U.S. Tax Convention Art. X 

° eee Revenue Service, see Internal Revenue Service 

¢ limitation on treaty benefits, Canada—U:S. Tax Conven- 
tion Art. XXIX A: 

¢ limited liability company, treated as foreign affiliate, 
Reg. 5907(11.2)(b) | 

¢ Nature Conservancy, prescribed donee, Reg. 3504 

* newspaper or periodical printed in, 19(1)(b) 

* pensions, Canada—U.S. Tax Convention Art. XVIII 

¢ Real Estate Investment Trust, Canada—U.S.. Tax. Con- 
vention Art. X:7(c) 


¢ Real Estate Mortgage Investment Conduit, Canada—U.S. 
Tax Convention Art. XI:9 

¢ Regulated Investment Company, Canada—U.S. Tax Con- 
vention Art. X:7(b) 

¢ royalties paid to resident of, Canada—U.S. Tax Conven- 
tion Art. XII 

* § corporation, Canada—U.S. Tax. Convention Art. 
XXIX:5 (Protocol) 

* social security taxes, Canada—U.S. Tax Convention Art, 
XXIV:2(a)(ii) 

e state income tax, 126(5), (7) 

* Tax Convention, see Table of Contents 

* university, gift to, Reg. 3503; Schedule’ VIN, Can- 
ada—U.S. Tax Convention Art, XXL6 


2833 


Index 


Unitized oil or gas field in Canada 

¢ Canadian oil and gas property expense, 66(12.5) 

¢ exploration and development expenses, 66(12.2), (12.3) 

University 

¢ fees, see Tuition fees 

* outside Canada, prescribed, Reg. 3503, Reg. Sch. VIII 

*¢ gifts to deductible, 118.1(1) 

¢ U.S., see United States: university 

Unmarried, defined, 252(4)(d) 

Unpaid amount 

¢ general rules, 78 

* investment tax credit limitation, 127(26) 

¢ tax shelter investment, 143.2(1)“limited-recourse 
amount’, 143.2(6) 

Unpaid claims reserve, see Insurance corporation: unpaid 

claims reserve adjustment 

Unrealized proceeds of disposition, 40(1)(a)(i1i) 

Unreasonable amount 

* expense, no deduction for, 67 

ee paid by non-resident, 69(3) 

¢¢ paid to non-resident, 69(2) 

Unrecognized loss (re debt forgiveness rules) 

¢ defined, 80(1) 

¢ use of to limit income inclusion, 80(13)D(a)() 

Unrelated group, defined, 251(4) 

Unused foreign tax credit, see Foreign tax credit: unused 

Unused Part I.3 tax credit 

e defined, 125.3(4) 

Unused Part VI tax credit 

¢ defined, 125.2(3) 

Unused portion of a beneficiary’s exempt capital gains 

balance 

¢ defined, 144(1) 

Unused RRSP deduction room 

¢ defined, 146(1), 248(1) 

¢ effect on excess RRSP contributions, 204.2(1.1)(b)A | 

¢ effect on RRSP deduction limit, 146(1)“RRSP deduc- 
tion limit”A 

Unused surtax credit 

¢ defined, 125.3(4), 181.1(7), 190.1(6) 

e reduces Part I.3 tax, 181.1(4) 

e reduces Part VI tax, 190.1(6) 

Use, right of (Quebec) 

¢ deemed to be trust, 248(3) 


Use of property, see Production or use 


Usufruct (Quebec) j 

¢ deemed to be trust, 248(3) 

Utensils, see Kitchen utensils 

Utilities 

* service connection, deduction, 20(1)(ee) 


Vv 


V-day, see Valuation day 

Vacant land 

e limitation on deductions, 18(2)—(3.7) 
Vacation pay trust 

* exemption, 149(1)(y) 

Valuation costs 

* added to cost base of property, 53(1)(n) 


Valuation day 
¢ defined, ITAR 24 


¢ fair market value on, election by individual to use, Reg. 
4700 


¢ proclamation, ITAR 25 

* property held since before, 

*¢ capital property, ITAR 26(3) 

¢¢ depreciable property, ITAR 20(1) 

¢ publicly-traded shares and securities on, Reg. Sch. VII 
Valuation of inventory, see Inventory: valuation of 


Vancouver 

¢ international banking centre, 33.1(3) 

Variation of trust, effect of, 108(6) 

Vats, capital cost allowance, Reg. Sch. II:Cl. 8 

Vehicle, 

vehicle 

* device to permit person with mobility impairment to 
drive 

ee medical expense, Reg. 5700(n) 

Venture capital corporation, prescribed, see also La- 

bour-sponsored venture capital corporation (LSVCC) 

* assistance, Reg. Part LX VII 

* defined, Reg. 6700 

¢ disposition of shares of 

¢¢ capital loss, 40(2)(i) 

* ‘exempt from Part IV tax, 186.2 

¢ in definition of Canadian-controlled private corporation, 
125(7) 

¢ Jabour-sponsored, defined, Reg. 6701 


* may control private corporation, 
corporation” 


¢ prescribed assistance, Reg. 6702 

e shares of 

ee rescribed assistance, deduction from cost base, 
S3(2)(kK)G)(C) 

Vertical amalgamation 

e carryback of losses, 87(2.11) 

¢ deemed cost of capital properties, 87(11)(b) 

¢ deemed proceeds from subsidiary’s shares, 87(11)(a) 


see also Automobile; Motor vehicle; Passenger 


89(1)“private 


Vertical (short-form) amalgamation, see. also 
Amalgamation 

¢ carryback of losses, 87(2.11) 

Vessel 


* capital cost allowance, Reg. 1100(1)(v), Reg. Sch. II:Cl. 
7 


*¢ separate classes, Reg. 1101(2)—(2b) 

° certified 

** capital cost allowance, Reg. 1100(1)(v) 

* conversion cost deemed separate class, 13(14), (17) 
e defined, 13(21) 


* deposit under Canadian Vessel Construction Assistance 
Act 


ee disposition of, 13(19), (20) 

¢ disposition of, 13(15) 

ee election, 13(16) 

¢ fishing, additional 
1100(1)G) 

* quadrennial survey, reserve for, 20(1)(0), Reg. 3600 

* reassessment in certain cases, 13(18) 


¢ transfer of, under, Canadian Vessel Construction Assis- 
tance Act 


ee recapture of depreciation, 13(13) 


capital cost allowance, Reg. 
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“Vested indefeasibly” 

* meaning of, 248(9.2) 

Veterans’ pensions 

* exempt, 81(1)(d), (e) 

Veterinarian, see Professional practice 

VIA Rail, see also Railway 

* subject to tax, 27(2), Reg. 7100 

Vibratory signalling device for the hearing-impaired 

* medical expense credit, Reg. 5700(q.1) 

Victims of crime 

* compensation payments exempt, 81(1)(q), Reg. 6501 

Video games 

* capital cost allowance, Reg. Sch. II:Cl. 16(f) 

Video laser-disk 

¢ rental, capital cost allowance, Reg. Sch. I&Cl. 12() 

*e excluded from half-year rule, Reg. 1100(2)(a)(@ii) 

Video tapes 

¢ Canadian film or video production credit, 125.4 

° capital cost allowance 

e* acquired before May 26/76, Reg. Sch. f:Cl. 12d) 

** certified production, Reg. 1100(21)—(23) 

ee generally, Reg. Sch. II:Cl. 10(s) 

ee rental tapes, Reg. Sch. HCl. 12(r) 

excluded from half-year rule, Reg. 1100(2)(a)(iii) 

e* television commercial message, Reg. Sch. I:Cl. 
12(m) 

° certified production, Reg. 1100(21)-(@3) 

ee information return, Reg. 225 

* payment to non-resident for right to use, 

Visitor to Canada 

¢ 183 days, deemed resident, 250(1)(a) 

Visual signalling device for the hearing-impaired 

¢ medical expense credit, Reg. 5700(q.1) 

Vitamin B12, as medical expense, 118.2(2)(k) 

Volunteer firemen, allowance not income, 6(1)(b)(viii) 

Voting trust, Reg. 4800.1(c) 

¢ flow-through entity for capital gains exemption, 39.1(1) 


W 


WIS, see Working Income Supplement 


Wage measure 
¢ defined, 147.1(1) 
¢ used in calculating “average wage’, 


212(5)(b) 


147.1(4) 
Wagering losses, Canada—U.S. Tax Convention Art. 
XXII:3 

Wages, see Salary 

Wagon, capital cost allowance, Reg. Sch. I:Cl. 10(d) 
Waiver 

* conditions for pension plans, by Minister, 147.1(18)(a), 


* penalty or interest, of, by Minister, 220(3.1) 

* reassessment period, of; by taxpayer, 152(4)(a)(ii), 
152(4.1), (5) 

* requirement to file form or document, of, by..Minister, 
220(2.1) 


¢ retention of document or thing seized, by Minister, 
231.3(6) 

¢ right to appeal. binding, 169(2.2) 

¢ right to object, binding, 165(1.2), 169(2.2) 

e solicitor-client privilege, of, by client, 232(14) 


e tax on overcontribution to deferred income plan, by 
Minister, 204.1(4) 

Walking aids 

¢ medical expense, Reg. 5700() 

War savings certificate, income exempt, 81(1)(b) 

War service 

* pension payments for, exempt, 81(1)(d), (e) 

War Veterans Allowance Act 

* pension under, exempt, 81(1)(d) 

Warehousing of flow-through expenses, SeUme? 

Warrant, see Option; Search warrant 

Warranty 

¢ disposition of property subject to, 42 

¢ outlays, pursuant to 

** on amalgamation, 87(2)(n) 

e reserve for, not allowed, 20(7) 

Water distributing equipment 

° ae cost allowance, Reg. Sch. II:Cl.. 1(0), Sch. If:Cl. 

e 

Water purifier 

¢ medical-expense credit for, Reg. 5700(c.1) 

Water system for mine 

¢ capital cost. allowance, Reg. Sch. II:Cl. 10d) 

Wearing apparel for rental 

¢ capital cost allowance, Reg. Sch. II:Cl. 12k) 

Webb case (1974) overruled, 64.1 

Wel Holdings case overruled, 244(13.1) [repealed] 

Welfare, see Social assistance payment 

Western Grain Stabilization Act 

¢ fees paid, deductible, 20(1)(ff) 

¢ payment received under, income, 12(1)(p) 

ce capital cost allowance, Reg. Sch. II:Cl. 3, Sch: 

e for mine, Reg. Sch. II:Cl. 10(1) 

Wheelchair 

e medical expense, 118.2(2)() 

* power-operated lift for, Reg. 5700(m) 

¢ ramp for 

ee deduction, 20(1)(qq) 

ee medical expense credit, 118.2(2)(1.2) 

Whole dividend (of foreign affiliate) 

e defined, Reg. 5907(1)(n) 

Wholly-owned corporation, see also Subsidiary: wholly- 

owned corporation 

¢ defined, for corporate rollover rules, 85(1.3) 

Wife, see Spouse 

Wig, medical expense, Reg. 5700(a) 

Will 

e gifts by deemed made in year of death, 118.1(5) 

e transfer, release or surrender under, 248(8) 

° trust created by, 248(9.1) 

Wind energy conversion system 

° capital cost allowance, Reg. Sch. II:Cl. 34 

Winding-up, see also Ceasing to carry on business 

* acquisition of control because of death, 88(1)(d.3) 

* appropriation of property on, 69(5), 84(2) 

* assets acquired from foreign affiliate on, 80.1(6) 

¢ Canadian corporation, rules, 88(2) 

* corporation beneficiary under life insurance policy, 


Index 


Winding-up (cont'd) 
89(2) 

¢ debt, settlement of, 80.01(4), (5) 

¢ debt forgiveness reserve disallowed, 61.4(c) 

¢ distribution on, 84(2), (6) 

¢ farming inventory, 88(1.6) 

* financial institution 

** continuing corporation for mark-to-market rules, 

88(1 )(h) 
¢ deemed disposition of mark-to-market property, 
88(1)(i) 

** into parent financial institution, 88(1)(a.3) 

¢ following debt forgiveness, deemed capital gain, 
80.03(3)(a)(i) 

¢ foreign affiliate, 88(3), 95(2)(e), (e.1) 

* insurance corporation, Reg. 8101(3) 

¢ leasing properties, 16.1(4) 

* net capital losses of subsidiary, 88(1.2) 

¢ 90% or more owned subsidiary, of, 88(1) 

ee limited partnership losses, 88(1.1) 

*¢ net capital losses, 88(1.2) 

**  non-capital losses, 88(1.1) 

*¢ parent corporation continuation of, 88(1.5) 

non-capital losses, treatment by parent, 111(5.4) 

* parent incorporated after subsidiary’s year-end 

** computation of income and tax payable, 88(1.3) 

* partnership, see Partnership: ceasing to exist 

* pre-1972 capital surplus on hand, 88(2.1)—(2.3) 

e refundable dividend tax on hand, 87(2)(aa), 88(1)(e.2) 

* resource expenses, 66.7(6) 

* specified debt obligation, treatment of, 88(1)(a.3), Reg. 
9204(2) 

* subsidiary, of 

** non-capital losses, treatment by parent, 111(5.4) 

¢¢ where an insurance corporation, 88(1)(g) 

Windmill, capital cost allowance, Reg. Sch. II:Cl. 3 

Windup, see Winding-up 

Wipf case overruled, 143 

Withholding tax, 153(1), 212, 227 

* agreement not to withhold, void, 227(12) 

* amount of, deemed received by payee, 153(3) 

¢ amounts deemed held in trust, 227(4), (4.1) 

* amounts in trust not part of estate, 227(5) 

* amounts not remitted, liability to pay, 227(9.4) 

* assessment for, 227(10), (10.1) 

e* definitions, 227(10.8) 

* binding on federal and provincial governments, 227(11) 

¢ directors liable for, 227.1 - 

e dividends received by broker/dealer, 153(4), (5) 

¢ election, 153(1)(n) 

ee to increase, 153(1.2), Reg. 109 

¢ failure to remit amounts withheld, penalty, 227(9) 

*e* interest payable, 227(9.2) 

e* salary or wages, from, 227(9.5) 

* failure to withhold, 215(6), 227(8)-(10) 

*¢ interest on amounts, 227(8.3) 


* retirement compensation arrangement, 227(8.2) 

¢ salary or wages, from, 227(8.5) 
information return, Reg. 210 
interest on amounts not deducted or withheld, 227(8.3) 
interference with remittances, 227(5.2)—(5.5) (draft) 
labour-sponsored funds share disposition, 211.8(2) 


¢ labour-sponsored funds tax credit, 211.7(2) 

¢ Jarge employers, must remit through financial institu- 
tion, 153(1), Reg. 110 bce 
liability to pay amount not deducted or withheld, 
227(8.4) 


* no action against withholder, 227(1) 

* non-periodic payments, Reg. 103 

¢ non-residents, 212, 215, Reg. 105, Part VIII 
e* , see also Non-resident tax 

* not required, where, Reg. 104 

¢ Old Age Security benefits, 180.2(3), (4) 

* partnership, 212(13.1), 227(15) 

* patronage dividends, from, 135(3) 

* penalty, 227(8) 

¢ reduction of, Reg. 809 

¢ refund of, 227(6), (7) 

* regulations, Reg. Part I 

* remittances to Receiver General, 153(1), Reg. 108 
* return required of employee, 227(2) 


* trustee etc., liability for, 153(1.3) [repealed], (1.4) [re- 
pealed], 227(5), (5.1) 


unclaimed dividends etc., 153(4), (5) 


U.S. resident, re personal services, Canada—U.S. Tax 
Convention Art. XVII 


¢ undue hardship, 153(1.1) 

Witness 

¢ rights of at inquiry, 231.4(5) 

Woods assets, capital cost allowance, Reg. 1100(1)(f), 
Reg. Sch. IV 

Work in progress of professional business 
¢ deemed to be inventory, 10(5)(a) 

* election to exclude from income, 34 

¢ valuation of, 10(4)(a) 

Work space in home 

¢ limitation on deductibility 

ee from business income, 18(12) 

¢¢ from employment income, 8(13) 


Worker Adjustment Programs, see Older Worker Ad- 
justment, Program for; Plant Workers Adjustment Program 
Workers’ compensation payment 

¢ deduction in computing taxable income, 110(1)(f)(ii) 

* inclusion in income, 56(1)(v) 

¢ information return, Reg. 232 

Working Income Supplement, 122.61(1)A(c)C 


Working Ventures Fund, see Labour-sponsored funds tax 
credit 


Writing 

¢ defined, /nterpretation Act 35(1) 
KY ike 

X-rays 


* cost of, as medical expense, 118.2(2)(o) 

YMPE, see Year’s Maximum Pensionable Earnings 
Yacht 

* expense of, not deductible, 18(1)(I)(G) 


* limitation on CCA claim where rented out, Reg. 
1100(15)—(20) 


Year, see Taxation year 
Year-end 
* deemed, where control changes, 249(4) 
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Year’s Maximum Pensionable Earnings Zero, minimum amount for formula calculations, 257 
* base for SR&ED proxy amount re salaries, Reg. 2900(7) = Zone 
* defined, Reg. 8500(1) * economic, see Exclusive economic zone 
Yukon Territory, see also Northern Canada e prescribed, see Northern Canada 
* additional $0.04 reasonable kilometrage allowance, Reg. °¢ tax-free, ITAR 26(3) 
7306(a)(iii) 


° tax rates, see introductory pages 
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